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Executive Summary 

General 
The City of East Moline Wastewater Utility (Wastewater Utility) improves the quality of life by: 

• Providing clean water. 

• Reducing backups. 

• Protecting wildlife.  

• Contributing to healthy neighborhoods. 

A wastewater rate increase is required to maintain these services due to: 

• Current Wastewater Utility deficit spending due to inflation and cost-of-living increases. 

• Capital expenses related to proposed Capital Improvement Plan projects for the collection 
system and treatment facility. 

• Bond debt coverage. 

Current wastewater operating and capital expenses exceed current wastewater rate revenues.  
Revenue short falls are being covered by the Wastewater Utility fund reserve accounts.  The 
Wastewater Utility’s fund reserve accounts are projected to have a negative balance starting in 
Fiscal Year 2009. 

Capital Improvements 
Capital improvements are necessary to meet Federal and Illinois regulations and to upgrade the 
aging collection system and treatment facility.  The Illinois EPA issued notices of violation to the 
City of East Moline in 2005.  The violations that occurred were excessive effluent levels for 
coliform and Biochemical Oxygen Demand (BOD), and too low of levels for total residual 
chlorine at the Wastewater Treatment Plant (WWTP).  Improvements and modifications to the 



dkm:msk:mus-fs2:mp2:19725:06:04:WWRS_Fnl ii Stanley Consultants 

WWTP are required to correct deficiencies that have caused the violations and maintain 
compliance with effluent limits.  The City faces potential formal legal action and imposition of 
fines if the plant is not brought into compliance. 

The capital improvements were identified in the “2006 Facility Plan for the Wastewater 
Treatment Plant Improvements” prepared by Howard R. Green Company.  The estimated cost of 
the capital improvements for Fiscal Year 2008 through 2017 that will be paid with general 
obligation alternate revenue bonds, State Revolving Fund (SRF) loans, and wastewater funds is 
summarized below:  

• $10.8 million for the Regional Wastewater Treatment Plant improvements. 

• $800,000 for lift station improvements. 

• $750,000 per year (plus annual 3 percent escalation) for replacement and upgrade of the 
collection system infrastructure.   

These capital improvements are required to repair and improve the aging wastewater collection 
and treatment system, improve energy efficiencies and treatment capabilities, address safety and 
code inadequacies, and meet regulatory requirements.  These capital improvements require 
additional revenues beyond the current operating and capital expenses. 

The proposed capital financing with general obligation alternate revenue bonds are anticipated to 
require a debt coverage ratio of 1.25 or greater throughout the life of the bond.  A debt coverage 
ratio means revenues must exceed bond principal and interest payment by an additional 25 
percent.  The debt coverage ratio results in a reserve to cover unexpected problems. 

Operating Expenses 
Operating expenses are those operation and maintenance (O&M) expenses that occur while 
providing water service.  These expenses are increasing due to inflation rate, cost-of-living 
increases, and increased maintenance costs.  Operating expenses also include the EPA 
Replacement account which is required by the EPA for the State Revolving Fund loan program. 

Rate Analysis 
A cost-of-service rate analysis was performed to recommend wastewater rates that accurately 
reflect the cost to serve customers.  A cost-of-service rate analysis develops wastewater rates by 
assigning expenses to services that are provided.  Customers are then charged an amount equal to 
the costs to provide service to them.  This approach charges fair and equitable rates to all 
customers. 

Expenses, including operating costs and financing for capital improvements, were allocated to 
quantities including number of billings (Customer Charge), volume, biochemical oxygen demand 
(BOD), and suspended solids (SS). 

Table ES-1 presents the proposed cost-of-service wastewater rates to meet Fiscal Year 2008, 
2009, and 2010 projected expenses. 



dkm:msk:mus-fs2:mp2:19725:06:04:WWRS_Fnl iii Stanley Consultants 

Table ES-1  Wastewater Rates 

 Current 
Rates 

Proposed Rates 
FY08 FY09 FY10 

Internal Customers     
Volume (per 100 cuFt) $2.31 $3.57 $3.80 $4.12 
Customer Charge (per bill) $3.15 $4.57 $4.69 $4.82 
     
Minimum Bill (1) $21.63 $18.85 $19.89 $21.30 
     
Municipal Customers     
Volume (per 100 cuFt) $0.86 $1.89 $2.07 $2.37 
Customer Charge (per bill) $3.15 $4.57 $4.69 $4.82 
(1)  Current minimum is 800 cuFt plus customer charge.  Proposed minimum is 400 cuFt plus 
customer charge. 
Source:  Stanley Consultants, Inc. 
 

Table ES-2 summarizes the resulting wastewater rate impact on a typical residential customer in 
Fiscal Year 2008 with implementation of the proposed cost-of-service wastewater rates.  The 
resulting wastewater rate impact for a typical residential customer discharging 2,000 cubic feet 
every two months, or 250 gallons of wastewater per day, is an increase in their bi-monthly bill 
from $49.35 to $75.97 or $26.62 per bill which is equal to $13.31 per month or $0.44 per day. 

Table ES-2  Typical Wastewater Bill for Average Large Family – Fiscal Year 2008 

 
Bi-Monthly 

Usage  
(CuFt) 

Bi-
Monthly 

Usage 
(Gallons)

Rate per 
100 CuFt 

Customer
Charge 

Bi-
Monthly 

Bill 

Bi-
Monthly 
Increase

Current 2,000 15,000 $2.31 $3.15 $49.35 _ 
Proposed  2,000 15,000 $3.57 $4.57 $75.97 $26.62 
Source:  Stanley Consultants, Inc. 

For estimating purposes, the impact on rates are summarized below: 

1. A change of $1,000,000 on a 5%, 20 year bond results in about $80,000 change in annual 
expenditures. 

2. A change of $100,000 in annual expenditures results in about a $0.07 per 100 cuFt or 
$0.70 per month change on a typical residential bill. 

3. A change of 1% in bond interest rate for a 20 year, $1,000,000 bond results in about a 
$7,000 change in annual expenditures or about $0.01 per 100 cuFt. 

Fund Reserve Balance 
The proposed wastewater rate increases are projected to rebuild the Fund Reserve balances which 
have been depleted.  A healthy Fund Reserve balance provides adequate cash reserve for: 
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• Restricted Fund Reserve requirements, such as deposits and equipment replacement 
reserve. 

• Unrestricted fund reserve requirements, such as annual revenue and expenditure 
fluctuation and variations in capital improvement expenditure payments. 

Philosophical Recommendations 
In addition to the recommended wastewater rate adjustments, the following philosophical 
recommendations are made: 

• Grease Trap Program. 

• Annual Wastewater Rate Reviews. 

• Maximum Peak to Average Discharge. 

• Reduce Volume Associated with Minimum Bill. 

• Reserve Fund Accounts Consolidation. 
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Section 1 

Introduction 

General 
This report presents the results of the Wastewater Rate Study for the East Moline Wastewater 
Utility (Wastewater Utility) located in East Moline, Illinois.  The Wastewater Utility consists of: 

• Regional Wastewater Treatment Plant. 

• Regional Interceptor Sewer. 

• Internal Collection System. 

Municipal customers pay their fair share of the regional facilities and are responsible for their 
individual internal collection system. 

East Moline customers pay their fair share of the regional facilities and all of the East Moline 
Internal Collection System. 

The wastewater rate schedule was evaluated to review the philosophical issues built into the 
current wastewater rate structure.  The purpose of this evaluation and the cost-of-service analysis 
was to provide a wastewater rate structure which charges fair and equitable wastewater rates to all 
customers. 

The Wastewater Utility accounts for its revenues and expenses separately as a self-supported 
“Enterprise Fund.”  An enterprise fund assesses a charge for services provided.  The revenue 
obtained by the Wastewater Utility stays in the enterprise fund to pay for the utility's operation, 
maintenance, and capital financing costs.  The enterprise fund is kept separate from the City's 
General Fund. 
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The recommended wastewater rates were developed based on a cost-of-service rate analysis.  The 
cost-of-service rate analysis approach allocates the Wastewater Utility’s expenses (costs) for 
providing wastewater collection and treatment to the appropriate billing categories.  These costs 
are then divided by the billing quantities (number of billings, volume, BOD, and SS) to determine 
the unit rate.  The cost-of-service approach evaluates the current rates being charged.  Typically, 
this approach affects each of the current rates to a different degree and results in varying financial 
impacts on different customer groups. 

This report includes the following: 

• Section 1 presents a general overview of the rate study report. 

• Section 2 presents an overview and analysis of the major Philosophical Issues built into 
the current wastewater rate structure. 

• Section 3 presents the Billing Quantities that provide a measurable amount of service for 
assessing the wastewater rates. 

• Section 4 presents the Revenues and Expenses.  Revenues are based on present rates and 
past and projected operating and capital financing expenses.  The projected operating 
results with present rates are also presented. 

• Section 5 presents projected Reserve Funds Balances with present and proposed rates. 

• Section 6 presents the development of the Unit Cost-of-Service rate analysis performed to 
determine the wastewater rates required to cover expenses. 

• Section 7 presents the Rate Design.  Rate Design is the actual proposed rates and the 
operating results from those proposed rates.  A comparison of typical bills for present and 
proposed rates is also presented. 

• Section 8 presents Implementing Rate Adjustments guidelines to help reduce negative 
reactions by customers. 

Wastewater Rate Analysis Spreadsheets  
Appendix A contains the wastewater rate analysis spreadsheets prepared for this study. 

The text in this report follows the rate development tables closely, explaining points of interest 
and/or assumptions as they occur.  The rate analysis spreadsheets document the billing quantities, 
revenues and expenses, fund reserve balances, unit cost-of-service analysis, and rate design for 
the Wastewater Utility for past Fiscal Years 2004 through 2006, current budget Fiscal Year 2007, 
and projected Fiscal Years 2008 through 2017.  The Fiscal Year for the East Moline Wastewater 
Utility is May 1 through April 30. 

Existing Wastewater Rate Schedule 
The basic components of the current rate schedule include: 

• A customer charge. 

• A uniform rate structure. 

• A minimum bill. 
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Data Sources 
Background information for this wastewater rate study was obtained from the Wastewater Utility 
annual reports and information obtained through conversations and correspondence with James 
Hughes, Director of Finance and Tim Kammler, Director of Engineering.  A number of meetings 
have been held to discuss and review the results of the wastewater rate study.  City of East 
Moline personnel and City Services members involved in the meetings include:  Rick Keehner, 
City Administrator; Leath “Chip” Drake, Director of Water and Wastewater; Dean Piatt, 
Superintendent of Wastewater Treatment; Bruce Willemarck, Director of Maintenance; and John 
Thodos, Mayor. 

Frequently Asked Questions 
Appendix B contains answers to frequently asked questions that City Council members should be 
expecting in regards to wastewater rate increases. 
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Section 2 

Philosophical Issues 

General 
This section summarizes the major philosophical issues which significantly influence the 
wastewater rate study conducted by Stanley Consultants Inc.  Fundamental philosophical issues 
built into the current wastewater rate structure were evaluated for applicability to the current 
Wastewater Utility’s customer base.  The purpose of this evaluation was to perform a cost-of-
service rate analysis, which appropriately charges customers for the services they receive.  The 
intent of the cost-of-service rate analysis is to charge fair and equitable rates to all customers. 

Regional Wastewater Rates 
The Wastewater Utility has two wastewater rate systems.  One rate system is for Internal 
Customers and the other is for the Regional Municipal Customers.  The Regional Municipal 
Customers include Hampton, Silvis, Carbon Cliff, and Rapids City.  All other East Moline 
customers are covered by the Internal Customer rate system. 

East Moline, Hampton, Silvis, Carbon Cliff, and Rapid City are each responsible for their 
individual collection systems.  East Moline bills the municipalities for the use of the regional 
interceptor and treatment plant.  The municipalities served by East Moline must determine their 
respective internal system expenditures.  Each municipality then adds the additional costs to 
maintain their own internal collection system to develop unit rates for their customers. 

The Regional Sewerage Facilities include those expenditures for which both Municipal and 
Internal Customers contribute.  These expenditures include the Regional Interceptor and the East 
Moline Wastewater Treatment Plant. 

The East Moline Internal System includes East Moline collection system expenditures for which 
only Internal Customers contribute.  Therefore, Internal Customers unit rates are a combination of 
the Regional Sewer Facilities and East Moline Internal System unit rates.   
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Customer Charge 
The basic customer charge currently used is a fixed charge of $3.15 per bill.  The customer 
charge recognizes some of the fixed costs such as meter reading, billing, accounting, and 
administration, which do not vary based on wastewater usage.  Typical residential billing is on a 
bi-monthly basis. 

The use of a customer charge is still appropriate for the Wastewater Utility’s customer base. 

Minimum Bills 
Minimum bills include a minimum volume charge based on 400 cubic feet per month or 800 
cubic feet per bi-monthly bill plus the customer charge.  The minimum volume charge is for 
recovering some of the “readiness to serve” expenses.  The Wastewater Utility must remain ready 
to serve at all times.  This readiness to serve incurs expenses whether or not services are used. 

The use of a fixed minimum bill is still appropriate for the Wastewater Utility’s customer base. 

Uniform Wastewater Volume Rate 
The Wastewater Utility uses a uniform volume rate structure.  A uniform rate structure means that 
the cost per volume charge remains the same regardless of the volume of usage.  This rate 
structure results in increased customer bills with increased usage.  U.S. EPA regulations require 
uniform rates. 

Uniform Wastewater BOD and SS Rates 
The Wastewater Utility uses a uniform Biochemical Oxygen Demand (BOD) and Suspended 
Solids (SS) rate structure.  The Wastewater Utility utilizes a classification system to simplify 
charging customers who have wastewater that is stronger than domestic strength wastewater.  
Domestic strength wastewater is characterized by 5-day BOD strength ≤ 200 mg/L and SS 
strength ≤ 250 mg/L.  These strengths are converted to pounds for the cost-of-service analysis. 

Customer Class Rates 
A review was conducted of the customer classification system recommended in the 1990 Stanley 
Consultants Wastewater Rate Study.  Each Customer Class had a different range of BOD and SS 
concentrations.  Commercial customers with typically higher than domestic strength wastewater 
were assigned to the appropriate class based on typical values of BOD and SS strength for that 
type of customer.  The City chooses to eliminate the surcharge based on customer type. 

Industrial facilities with wastewater strengths greater than domestic strength have on-site 
pretreatment to reduce the wastewater strength to domestic strength or pay a surcharge for the 
higher strength. 

Table 2-1 presents surcharges for customers with BOD and SS discharge strengths that fall within 
given ranges.  Some customers may have high SS and low BOD or low SS and high BOD.  The 
Standard Strength Unit Range takes this factor into consideration with a total strength for 
combined BOD and SS. 

The minimum customer classification (Class 1) is for customers that discharge domestic strength 
wastewater.  The rate for Class 1 is given and, to ease administration, Class 2 through Class 5 
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customers have a “Factor Times Class 1 Rate”.  For example, Class 2 Customer Rate is the Class 
1 rate times the factor for Class 2 Customer.  The “Factor Times Class 1 Rate” provides a 
convenient method of surcharging for higher strength wastewater discharged by some customers.  
The “Factor Times Class 1 Rate” becomes larger as the standard strength increases to recover the 
additional cost for treatment of higher strengths for BOD and SS. 

Any new major water-using industry should be considered on an individual basis when they begin 
discharging to the wastewater system.  Discharge concentrations can be determined by testing 
representative samples of wastewater from the customer.  The Wastewater Utility would 
coordinate the sampling for a given period.  The customer would reimburse the Wastewater 
Utility for costs incurred for the sampling and testing.  The customer would be surcharged based 
on values in Table 2-1 if concentrations are found to be higher than domestic strength and the 
customer chooses not to have on-site pre-treatment. 

Table 2-1  Wastewater Surcharge 

Customer Class Standard Strength 
Unit Range 

(mg/L) 

BOD 
(mg/l) 

SS 
(mg/l) 

Factor 
Times Class 

1 Rate 
Class 1 0 - 800 200 250 1.0 
Class 2 801 - 1,200 306 383 1.3 
Class 3 1,201 - 1,500 408 520 1.7 
Class 4 1,501 - 1,700 490 612 1.9 
Class 5 1,701 - 2,000 571 714 2.2 
BOD to SS cost ratio 2.0      

Source:  Stanley Consultants 

Fund Reserve Balances 
Significant capital improvements are anticipated over the next several years.  While actual annual 
capital improvement expenses will vary from year to year, somewhat uniform expenses are very 
desirable from a wastewater rate stability standpoint.  To stabilize wastewater rates for the highly 
fluctuating capital improvement expenditures, a healthy Wastewater Utility fund balance is 
required.  A positive Wastewater Utility fund balance provides working capital when revenues 
are down. 

The Wastewater Utility fund has recently been decreasing due to expenses that are greater than 
revenue collected.  The Wastewater Utility fund is projected to have a negative balance in Fiscal 
Year 2008 with expenses requiring a greater amount of reserves to be spent in the next several 
years.  This report presents a plan to eliminate deficit spending and maintain a positive 
Wastewater Utility balance. 

This report also evaluates the Wastewater Utility’s other reserve funds.  Capital reserve accounts 
provide funds for repairs and replacements.  The current Wastewater Utility capital reserve funds 
consist of: 

• Bond Reserve 

• Sewer Depreciation 
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• East Moline System 

• Sewer Surplus 

• Sewer Reserve 

• Sewer Capital Improvements 

This report presents a plan to consolidate and increase the balances of these repair and 
replacement reserve funds. 

Conclusions 
Several major philosophical wastewater rate issues were evaluated when conducting the 
wastewater rate study.  These issues have varying financial impact on different customer groups.  
The guiding principle considered for each philosophical issue was to determine the “fair and 
equitable” charge for the services that each customer receives. 

Based on the analysis conducted and discussion with City of East Moline personnel, the 
fundamental philosophical issues built into the current wastewater rate structure will continue for 
the Wastewater Utility. 

Recommendations 
Recommendations in addition to the recommended wastewater rate adjustments are discussed 
below. 

• Grease Trap Program 

Implementation of a required grease trap installation and maintenance program by 
restaurants, butcher shops, and other high grease and oil discharges is recommended.  The 
program should involve regular inspection of the grease traps and issuance of fines for 
those businesses that do not comply with the cleaning requirement.  This program will 
help to reduce clogging of collection pipes, the cost associated with eliminating the 
buildup, and treatment of grease and oils. 

• Annual Wastewater Rate Reviews 

The recommended wastewater rate increases are based on projected costs and are 
dependent on actual construction costs and actual operation expenditures.  Re-evaluation 
of wastewater rates every year and implementation of rate adjustments at least every three 
years is recommended.  Completion of preliminary design of the proposed Capital 
Improvements will provide more accurate project cost estimates.  Also, revenues 
generated due to wastewater rate increases will be known.  Annual re-evaluation of 
wastewater rates assesses the adequacy of wastewater rates for keeping pace with 
inflation, capital improvement plan expenditures, and capital improvement plan funding 
sources.  This evaluation would also allow analysis of the debt coverage ratio.  The re-
evaluation allows for proper adjustments to changing conditions and results in fair and 
equitable rates. 
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• Maximum Peak to Average Discharge 

High peak to average discharges require significant capital improvements which are 
infrequently used since treatment plants and sewers are designed for peak flow.  A 
maximum peak to average discharge flow rate should be established for industrial and 
municipal customers.  Following are steps that can be followed to establish a surcharge for 
the rare wet weather event: 

- Conduct an analysis of existing flow data to determine the normal peak for summer 
flow when rain is not occurring.  Any flow above the normal peak is considered 
surcharge and causes a peak at the treatment plant. 

- Determine peak flow after a rain event either by measuring with flow meters after the 
event or from existing flow meter and rainfall data, if available. 

- Quantify the cost to build additional capacity at the treatment plant to treat the peak 
flow.   

- Calculate a surcharge based on capital cost and peak flow.  The surcharge will generate 
revenue to cover costs of building extra capacity. 

Customers with high peaking factors have the option of improving their systems to reduce 
peak flows (example:  Stormwater Inflow) or providing storage facilities to slowly 
discharge those peak flows over longer durations in lieu of paying the surcharge. 

• Reduce Volume Associated with Minimum Bill 

The current minimum bill includes a volume charge based on 800 cuFt per bi-monthly bill 
plus the billing charge.  The recommendation is made to decrease the minimum bi-
monthly volume to 400 cuFt or 3,000 gallons which equates to 50 gallons per day. 

• Reserve Fund Accounts Consolidation 

The current Wastewater Utility capital fund reserves consist of: 

• Sewer Depreciation 

• East Moline System 

• Sewer Surplus 

• Sewer Reserve 

• Sewer Capital Improvements 

This study recommends consolidating the capital fund reserves into the following funds: 

• EPA Replacement Reserve (regional system account) 

• East Moline System Capital Reserve (regional system account) 

• Sewer Capital Reserve (internal system account) 

The EPA Replacement Reserve account funds expenses for obtaining and installing 
facility components which are totally replaced during the useful life of the treatment plant. 

The East Moline System Capital Reserve funds capital improvements to the East Moline 
Regional Wastewater Treatment Plant. 
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The Sewer Capital Reserve funds capital improvements to the Internal System Collection 
system. 
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Section 3 

Billing Quantities 

General 
Appendix A contains the Billing Quantities spreadsheets that were prepared for this study.  
Billing quantities provide a measurable amount of service provided by the Wastewater Utility to 
use in assessing wastewater rates.  The billing quantities break down into four main categories: 
Number of Processed Billings (Customer Charge), Volume, Biochemical Oxygen Demand 
(BOD), and Suspended Solids (SS). 

For the City of East Moline, metered water use is the basis for assessing the quantity of 
wastewater services for residential and small commercial customers.  Large commercial, 
industrial, and municipal customers are billed based on metered wastewater use. 

Major industrial customers have their wastewater metered for volume and sampled for 
wastewater strength (BOD and SS).  These industries are charged at the same wastewater rate as 
residential customers if their discharge is domestic strength wastewater or less.  If their discharge 
is greater than domestic strength wastewater, they are surcharged for the higher wastewater 
strength. 

The residential customers are billed bi-monthly.  The remaining customers, categorized as 
commercial, industrial, and municipal, are billed monthly.   

Number of Processed Billings 
Table A1 in Appendix A presents the total number of annual bills processed for Wastewater 
Utility customers.  The number of bills is the billing quantity used to recover some of the fixed 
costs such as water meter reading, preparing bills, collecting moneys, and accounting. 

The number of residential bills peaked in 2005 and decreased slightly in Fiscal Year 2006.  An 
annual 1 percent increase is used to project future residential bills.   
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The number of commercial bills remained steady in Fiscal Year 2004 and Fiscal Year 2005, and 
increased by 30 percent in Fiscal Year 2006.  An annual 3 percent increase in used to project 
future commercial bills. 

The number of large commercial and industrial bills, referred to as Industrial, is based on the 
number of wastewater metered customers.  The number of industrial bills is projected to remain 
steady until Fiscal Year 2010 when Triumph Foods is expected to be on-line.   

The number of municipal bills is projected to remain the same in the future.   

Volume 
Table A2 in Appendix A presents the total volume of wastewater collected, in 100 cubic feet 
(cuFt) (equal to about 750 gallons), from Wastewater Utility customers. 

Billable volume breaks down into residential, commercial, industrial, and municipal accounts.  
Industrial accounts further break down into nine major industrial customers, including Case IH, 
Mississippi Mobile Home Park, D&G Realty, Quad City Pickling, John Deere Harvester, East 
Moline Correction Center, Riverbend Industrial Center, Aramark, and Greater Metro Housing 
Authority.  Case IH is no longer in business.  Municipal accounts further break down to four 
municipal customers, including the City of Silvis and the Villages of Hampton, Carbon Cliff, and 
Rapids City.   

The residential and commercial accounts have had a wide range of billable volume over the past 
three years.  This wide range of values can be attributed to yearly seasonal changes.  An annual 1 
percent increase and annual 3 percent increase is used to project future volume for residential and 
commercial accounts, respectively, to match the projected increase in number of processed bills. 

The industrial and municipal accounts have also had a wide range of billable volume over the past 
three years with no obvious pattern.  The future volumes for industrial and municipal accounts are 
projected to remain steady.  An annual 1 percent increase is used to project future municipal 
volume. 

High wastewater rate increases generally result in use cutbacks and water conservation for at least 
a year or two. 

The total billable volume is projected to be approximately 140 million cubic feet (1,050 million 
gallons) in Fiscal Year 2010. 

Biochemical Oxygen Demand 
Table A3 in Appendix A presents the total amount of Biochemical Oxygen Demand (BOD) 
processed by the Wastewater Utility. 

The future billable pounds of BOD for domestic strength wastewater is projected based on the 
projected total billable volume at a BOD strength of 200 mg/L. 

The total billable BOD is projected to be about 1.9 million pounds by Fiscal Year 2017, which is 
reasonable considering the projected increasing billable volume. 
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 Suspended Solids 
Table A3 in Appendix A presents the total amount of Suspended Solids (SS) processed by the 
Wastewater Utility. 

The future billable pounds of SS for domestic strength wastewater is projected based on the 
projected total billable volume at a SS strength of 250 mg/l. 

The total billable SS is projected to be about 2.3 million pounds by Fiscal Year 2017, which is 
reasonable considering the projected increasing billable volume. 
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Section 4 

Revenues and Expenses 

General 
Appendix A contains the Revenue and Expense spreadsheets prepared for this study. 

Present Rates 
Table B1 in Appendix A presents the current rates for the Wastewater Utility.  These wastewater 
rates are multiplied by the billing quantities identified in Table A1 and A2 to project wastewater 
revenues from present rates. 

Revenues from Present Rates 
Table B2 in Appendix A presents revenues from present wastewater rates.  Most of the revenues 
come from billing for the services provided, but some additional revenue sources do exist.  The 
revenues are summarized into two major categories, sewer charges and other revenues. 

Sewer charges are the major revenue source for the Wastewater Utility, representing about 90 
percent of the total revenue.  The sewer charges represent the revenues generated from 
wastewater billing to monthly and bi-monthly accounts.  The projected sewer charge revenues are 
calculated by multiplying the projected billing quantities previously identified by the current rates 
presented in Table B1. 

Other revenues include Triumph Foods sewer charges, Grants and Reimbursements, Penalties, 
Waste Disposal, Moline Sewer Rent, and Miscellaneous. 

Per agreement, the City will charge Triumph Foods a preset rate, adjusted annually, for a 
projected 2.7 million gallons per day.  The rate will be adjusted annually based on the change in 
the Consumer Price Index (CPI), All Urban Consumers U.S. Average, for water and sewerage 
maintenance. 

An annual 1 percent increase is used to project future other expenses. 
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Projected revenues from Bonds and SRF loans to pay for capital improvement costs are also 
included. 

Operating Expenses 
Table B3 in Appendix A presents operating expenses for the Wastewater Utility.  Operating 
expenses are those operation and maintenance (O&M) expenses that occur while providing 
wastewater service.  The Wastewater Utility operating expenses are summarized into several 
major accounts.  The major Regional Facilities accounts include Administration, Pumping, 
Collection System, and EPA Replacement. The major East Moline Internal System includes 
Collection System and Moline South Slope Plant.  The major accounts have sub-accounts to track 
the type of expenses. 

The Administration account includes expenses required to process the billings. 

The Pumping account includes expenses required to operate and maintain the Wastewater 
Treatment facilities and includes general repairs and cleaning required to maintain capacity and 
performance. 

The Collection System account includes expenses required to maintain and repair the East Moline 
wastewater collection system. 

The Moline South Slope Plant service charge includes operation and maintenance costs for 
wastewater discharged from East Moline South Slope residents to the Moline South Slope Plant. 

An analysis of the actual operating expenses indicates that the costs within each account are 
generally increasing.  A continuation of increasing costs is anticipated due to inflation rate, cost-
of-living increases, and increased maintenance costs.  An annual 4 percent escalation is used to 
project future salary expenses and a 3 percent escalation is used to project the remaining future 
operating expenses.  Fiscal Year 2010 pumping expenses are increased by 20 percent to cover the 
additional O&M costs resulting from flow added by Triumph Foods.   

Operating expenses include the EPA Replacement account which is an operating expense 
required by the EPA for the State Revolving Fund (SRF) loan program.  Starting in Fiscal Year 
2008, $100,000 is added to the EPA Replacement account on an annual basis.  The account funds 
expenses for obtaining and installing equipment, accessories, appurtenances, and other facility 
components which are totally replaced during the useful life of the treatment works.  The 
equipment and components must be replaced and not just repaired to meet EPA replacement 
criteria.  The purpose for the replacement is to maintain the capacity and performance for which 
such treatment works were designed and constructed.  While general repairs are required to 
maintain the capacity and performance of the treatment works these expenses do not meet EPA 
Replacement criteria and should be funded from the normal operating budget for repairs.  The 
EPA replacement account should be used as a reserve account into which annual deposits are 
made.  Withdrawals are made when needed. 

Capital Financing 
Table B4 in Appendix A presents the projected capital financing expenses for the Wastewater 
Utility.  Capital financing includes those expenses that are required for significant repairs and 
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capital improvements to the Wastewater Utility facilities.  Capital financing expenses consist of 
Debt Service and Other Disbursements. 

Debt Services are agreements into which the Wastewater Utility has entered to finance large 
capital improvements.  The outstanding bonds represent annual principal and interest payments of 
approximately $325,000, which reduces to approximately $190,000 after pay off of the 2000 
bond in 2010.  These bonds were issued to fund repairs to the East Moline internal collection 
system.   

The projected costs associated with proposed capital improvements for the Regional Sewerage 
Facilities and the Internal collection system will be covered by new general obligation alternate 
revenue bonds and SRF loans.   

Table 4-1 summarizes the projected costs of the proposed capital expenditures on an annual basis 
that will be covered with general obligation alternate revenue bonds and State Revolving Fund 
(SRF) loans.   

Table 4-1  Projected Capital Expenses 
and Revenue Sources 

Fiscal Year System GO/Alternate 
Revenue Bond

SRF Loan 

Regional Sewerage Facilities 
2008 $1,587,000 $1,040,500 
2009 --- $2,502,500 
2010 --- $4,148,500 
2011 --- $540,000 
2012 --- $586,500 
2013 --- $346,000 

  
East Moline Internal Collection System  

2009 $100,000 --- 
2010 --- --- 
2011 --- $500,000 
2012 $200,000 --- 

Source:  City of East Moline 

The Regional Sewerage Facilities’ bond and loan, principal and interest payments are allocated to 
the regional expenses.  The Internal Collection System’s bond and loan, principal and interest 
payments are allocated to the internal expenses.  Principal and interest payments are based on  
20 year payback periods at 4.5 percent interest.  These bond and loan, principal and interest 
payments are paid with wastewater funds.  The cost of the infrastructure replacements and 
upgrades will be paid with water funds on an annual basis. 

Other Disbursements include capital improvement costs, annual collection replacement/upgrades, 
and distribution to capital reserve funds.  

In addition to the projected capital expenses listed in Table 4-1, an additional $750,000 is added 
for replacement and upgrades to the internal collection system infrastructure starting in Fiscal 
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Year 2008.  An annual 3 percent escalation is used to project this expense for years beyond Fiscal 
Year 2008.  This annual expense will be paid with wastewater funds. 

This study recommends consolidating the fund reserve accounts into the following funds: 

• East Moline System Capital Reserve for treatment plant and interceptor sewer 
improvements, allocated to the regional systems. 

• Sewer Capital Reserve for collection system improvements, allocated to the internal 
system. 

Operating Results with Present Rates 
Table B5 in Appendix A presents the operating results with present rates for the Wastewater 
Utility.  This table summarizes the billing quantities, revenues, operating expenses, and capital 
financing previously discussed. 

The Debt Coverage Ratio measures whether the Wastewater Utility has enough revenue to pay 
the principal and interest on all bonds, with enough money left over to guard against unexpected 
problems.  The coverage ratio is equal to Total Revenues minus Total Operating Expenses 
divided by total bond Debt Service.  A coverage ratio of 1.25 or greater is required for the general 
obligation alternate revenue bonds throughout the life of the bonds.  Table B5 indicates that the 
projected revenues with present rates will fall short of covering expenses with the required 
coverage. 

Table B5 indicates a cash deficit of about $280,000 in Fiscal Year 2006 and 2007.  These recent 
cash deficits were financed by the Wastewater Utility reserve accounts.  A cash deficit is 
projected to continue to occur in Fiscal Year 2008 through 2017. 

If wastewater rates are not increased, the projected cash deficit will continue to decrease the 
reserve fund balances regardless of capital improvement expenditures.  The Wastewater Utility’s 
reserve funds are projected to have a total negative balance starting in Fiscal Year 2009. 
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Section 5 

Reserve Funds Balance 

General 
Appendix A contains the Reserve Funds Balance spreadsheets prepared for this study.  These 
spreadsheets present the projected impacts to the Reserve Funds Balance with the Existing 
Wastewater Rate Schedule and also with the proposed wastewater rate increases. 

Withdrawals from the Wastewater Utility reserve funds do not appear in the rate development 
tables since deposits to the reserve accounts are recognized as Operations and Capital Financing 
expenses.  The revenue and expenses for each of these reserve funds are included in Table C1 and 
C2 to allow evaluation of deposits required to maintain adequate balances. 

Reserve Fund Accounts 
The current Wastewater Utility reserve funds consist of: 

• Sewer Depreciation 

• East Moline System 

• Sewer Surplus 

• Sewer Reserve 

• Sewer Capital Improvements 

• EPA Replacement 

The EPA Replacement Reserve is an operating expense reserve fund used to cover expenses for 
obtaining and installing facility components which are totally replaced during the useful life of 
the treatment plant. 
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This study recommends consolidating the capital reserve funds into the following funds: 

• East Moline System Capital Reserve (regional system account) 

• Sewer Capital Reserve (internal system account) 

The East Moline System Capital Reserve funds capital improvements to the East Moline 
Regional Wastewater Treatment Plant  

The Sewer Capital Reserve funds capital improvements to the Internal System Collection system. 

Reserve Funds with Present Rates 
Table C1 in Appendix A presents the Wastewater Utility reserve funds based on the Existing 
Wastewater Rate Schedule. 

Reserve Funds with Proposed Rates 
Table C2 in Appendix A presents the Wastewater Utility reserve funds based on implementation 
of the proposed wastewater rate increase. 

The projected net revenue in Fiscal Year 2008 through 2010 should be distributed to the various 
reserve accounts.  The Wastewater Utility’s reserve funds are projected to have a total balance of 
about $2.2 million in Fiscal Year 2017. 



dkm:mjh:mus-fs2:mp2:19725:06:04:WWRS_Fnl 6-1 Stanley Consultants  

Section 6 

Unit Cost-of-Service 

General 
Appendix A contains the Unit Cost-of-Service spreadsheets prepared for this study. 

Operating Expense and Capital Financing Allocation 
The cost-of-service rate analysis approach allocates the Wastewater Utility’s expenses (costs) for 
providing wastewater service to the appropriate billing category.  These costs are then divided by 
the billing quantity to determine the unit rate.  The cost-of-service approach evaluates each of the 
current wastewater rates being charged.  Typically, this approach affects each of the current rates 
to a different degree and results in varying financial impacts to different customer groups. 

The cost-of-service analysis is performed for both User Charge and Fixed Capital Financing.  A 
cost of service analysis is also conducted for each of the Wastewater Utility’s two wastewater rate 
systems.  One rate system is for Internal Customers and the other is for the Regional Customer 
Municipalities.  The Regional Customers include the municipalities of Hampton, Silvis, Carbon 
Cliff, and Rapids City.  All other East Moline customers are covered by the Internal Customer 
rate system. 

The User Charge generates revenues for the operation and maintenance of all of the wastewater 
system components.  These components include the collection system, pumping stations, and 
treatment facilities.  The collection system expenses are divided with 5 percent allocated to the 
Regional Facilities and 95 percent to the East Moline Internal System.  EPA Replacement and 
Moline South Slope Plant charges are also included. 

The Fixed Capital financing rates cover the repayment of the bond principal and interest and 
capital improvements. 
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The User Charge and Fixed Capital Financing are further subdivided into Regional Sewerage 
Facilities and East Moline Internal System.  The purpose of the further subdivision is to develop 
unit rates for the Municipalities and for the Internal Customer ordinances. 

East Moline, Hampton, Silvis, Carbon Cliff, and Rapid City are each responsible for their 
individual collection systems.  East Moline bills the municipalities for the use of the regional 
interceptor and treatment plant.  The municipalities served by East Moline must determine their 
respective internal system expenditures.  Each municipality then adds the additional costs to 
maintain their own internal collection system to develop unit rates for their customers. 

The Regional Sewerage Facilities are those expenditures for which both Municipal and Internal 
Customers contributed.  These expenditures include the Regional Interceptor and the East Moline 
Wastewater Treatment Plant. 

The East Moline Internal System includes East Moline collection system of which only Internal 
Customers contribute.  Therefore, Internal Customers unit rates are a combination of the Regional 
Sewer Facilities and East Moline Internal System unit rates.   

Table D1 in Appendix A presents the Unit Cost-of-Service analysis for Fiscal Year 2007.  Tables 
D2 through D11 present the Unit Cost-of-Service analysis for Fiscal Years 2008 through 2017, 
respectively, with the same percent allocations as in Table D1. 

Proposed operating unit rates are developed by dividing the Operating Expense Allocations in 
each table by the appropriate Billing Quantities from Tables A1, A2, and A3. 

Proposed Capital Financing unit rates are developed by dividing the Capital Financing 
Allocations in each table by the appropriate Billing Quantities from Tables A1, A2, and A3. 

The domestic strength unit rate is developed by multiplying unit rates by domestic strength 
quantities. 

Table D12 in Appendix A presents a summary of the Cost-of-Service Rates from Tables D1 
through D11. 
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Section 7 

Rate Design 

General 
Appendix A contains the Rate Design spreadsheets prepared for this study.  The spreadsheets 
project impacts of implementing Fiscal Year 2008 through 2017 proposed rates. 

Proposed Rates 
Table E1 in Appendix A presents the proposed wastewater rates for the Wastewater Utility.  
These wastewater rates are multiplied by the billing quantities identified in Table A1, A2, and A3 
to project sewer charge revenues from proposed wastewater rates. 

Revenues from Proposed Rates 
Table E2 in Appendix A presents the actual, budget, and projected sewer charges.  The projected 
sewer charges are calculated by multiplying the projected billing quantities previously identified 
by the proposed wastewater rates presented in Table E1. 

Operating Results with Proposed Rates 
Table E3 in Appendix A presents the operating results with proposed rates for the Wastewater 
Utility.  This table summarizes the billing quantities, revenues, operating expenses, capital 
financing, and debt coverage ratio previously discussed. 

Table E3, line 3.8 indicates positive net revenue in Fiscal Year 2008 through 2017.  The projected 
revenues collected for each Fiscal Year 2008 through 2017 provides a debt coverage ratio of 1.25 
or greater.  The Wastewater Utility’s reserve funds are projected to remain positive with a total 
balance of about $2.2 million in Fiscal Year 2017. 
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Typical Customer Bills 
Table E4 in Appendix A presents a comparison of typical customer bills for current and proposed 
rates. 

Rate Comparison 
Table E5 presents a comparison between volume usage blocks for current and proposed Fiscal 
Year 2008 rates.  A comparison between current and proposed billing charges and minimum bills 
is also included. 
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Section 8 

Implementing Rate Adjustments 

General 
Implementing wastewater rate adjustments are often overlooked when setting wastewater rates.  
The Wastewater Utility has recently increased rates for internal customers but not for municipal 
customers.  This has lead municipal customers to expect no increase in wastewater rates.  
Therefore, some customer resistance to wastewater rate increases can be anticipated. 

The Wastewater Utility must inform the public of the need for the increase and provide 
explanations concerning the changes and improvements that have occurred over time and why.  
Special emphasis should be placed on the capital projects being implemented and how those 
projects are being funded through the wastewater rates. 

Implementing Rate Adjustments 
To help lessen negative reactions to rate changes, the following rate-setting guidelines may be 
useful: 

• The Wastewater Utility has postponed a rate increase as long as possible.  Therefore, a 
large rate adjustment must be made due to inflation, cost-of-living increases, and capital 
improvements.  Implementation of wastewater rate adjustments at least every three years 
is recommended in the future to allow rates to increase as costs increase.  This gradual 
increase will help to lessen "rate shock" over time since customers will expect minor 
annual wastewater rate increases. 

• Implement rate increases during non-peak seasons (winter, early spring or late fall).  
Increasing rates during peak usage months will add to the impact of higher utility bills. 

• Tie capital improvement planning and expenditures to the wastewater rate requirements.  
Develop a public education campaign to disseminate the message that the Wastewater 
Utility is incurring additional costs to repair and improve the aging wastewater collection 





dkm:mjh:mus-fs2:mp2:19725:06:04:WWRS_Fnl A-1 Stanley Consultants  

Appendix A 

Wastewater Rate Analysis 
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