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2025 SANITARY SEWER RATE STUDY 

 

 

EXECUTIVE SUMMARY 

BACKGROUND AND PURPOSE 

Background – The City of Columbus Sewer Utility (Utility) furnishes sanitary sewer service to over 2,300 
customers, along with service to the Village of Fall River, Elba Sanitary District 1, and waste haulers. The 
Utility is responsible for the capital cost and the operation and maintenance cost and activities involving 
the sanitary sewer collection system, lift stations and wastewater treatment plant. 

Purpose – The purpose of this study is to review and either confirm or recommend changes to 

the Utility’s sewer rates. The City of Columbus sewer utility has seen increased operation and 

maintenance expenses since its last sewer update in 2018. Beyond the operation and 

maintenance cost increases, the utility also has numerous capital projects planned over the 

upcoming years. To provide funding for the necessary expenditures, a rate increase is needed 

to achieve a sustainable financial position. This report and the accompanying schedules 

describe the Utility’s 2025 revenue requirement and proposed sewer rates. Overall revenue for 

2025 from sewer rates needs to increase by $900,000 or 56 percent of revenue at present 

rates.  

 

KEY FINDINGS 

Revenue Requirements and Projected Rates: This study proposes fixed and volume rate changes for 
2025 based on revenue and cash-flow needs projected in the 2024 City budget process. The sewer cost 
of service study is newly designed to provide a simple model that can easily be updated. It maintains 
historical rate practices. 

Revenues vs Debt Service: Current sewer revenues are insufficient to meet the rising debt service 
obligations. Due to recent projects, debt service costs have increased to $628,129 for 2024, with a 
projected additional increase of over $150,000 in 2025 resulting from upcoming capital improvement 
projects. Similar increases in debt service are anticipated annually as more capital improvement projects 
are taken on. Additionally, combined residential and commercial revenue for 2024 is nearly 13% lower 
than in 2023, further underscoring the need for a review of the revenue structure. 

Alternative Solutions: Six alternative solutions have been developed for the City to address the rate 
case, each presenting a unique approach to achieving the necessary revenue increases. While all 
alternatives require rate adjustments, they differ in how the increases are distributed among customer 
groups and the extent to which the capital improvement plan influences the adjustments. Alternative 2 
was recommended since it provides the most balanced and equitable impact across all customers. 
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RATE STUDY METHODOLOGY SELECTED ALTERNATIVE (ALTERNATIVE 2) 

Alternative 2 was created for the City to evaluate the impact if the Village of Fall River and the Town of 
Elba were assigned a comparable volume charge rate to Columbus. To develop this alternative, we 
calculated the additional revenue Fall River and Elba would need to generate if Columbus maintained its 
current rate of $6.34 per 100 cubic feet. This analysis resulted in proposed volume charge rates of $5.90 
per 100 cubic feet for both Fall River and Elba. Additional details on these proposed rates are provided in 
the schedules below.  
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Revenue Requirements 

The starting point of our model is a balance sheet summarizing the City’s 2024 budgeted financials. 
Table 1 offers context and data for other parts of the model, including projected revenue and 
expenditures for the current year. It is a foundation for determining the necessity of a rate study, 
which is to provide for cash flows that enable your utility to pay for current operational and 
maintenance expenses along with principal and interest payments for capital projects. Table 1 below 
shows the budgeted income and cash flow for 2024. The utility is forecast to lose almost $615,129 in 
cash this year in 2024. With no increase the city cash reserve would be depleted by 2026 without 
including planned debt service from future capital improvement projects.  

 
 

Fixed & Volume Cost for 2024 

Table 2 presents the City’s estimated fixed charges for 2024. The fixed charges were set at the 
current debt service and the remainder of costs were variable (volume) charges.  
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Fixed Meter Charges for 2025 

Table 3 adjusts the monthly fixed meter charges until the total annual fixed revenue for 2023 aligns 
with the 2025 projected debt service. The projected debt service considers existing and projected 
debt from capital improvement projects. Our calculations indicate an increase of 56% in proposed 
rates per meter size to meet the City’s anticipated fixed costs. The total annual revenue from 
proposed meter charges of $767,168 aligns closely with the 2025 projected debt service of $782,611.  
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Volume Charges for 2025 

4.1 Fall River Volume Charge:  

For Table 4.1, the budgeted revenue for Fall River is disregarded. Instead, the projected revenue 
is calculated based on Fall River's provided volume and our determined rate of $5.90 per 100 
cubic feet. This calculation results in a total projected revenue of $528,686 for Fall River, 
reflecting a 296% increase compared to the current rate being charged. 

 

 

4.2 Elba Volume Charge  

Similarly, to Fall River in Table 4.2, the budgeted revenue for Elba is disregarded. Instead, the 
projected revenue is calculated based on Elba’s provided volume and our determined rate of 
$5.90 per 100 cubic feet. This calculation results in a total projected revenue of $39,039 for Elba, 
reflecting a 247% increase compared to the assumed current rate being charged. Based off data 
provided, it is unclear what volume rate is currently being charged to Elba, $2.42 per 100 cubic 
feet is the rate proposed in the 2022 rate study.  
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4.3 Waste Haulers Volume Charge 

This table remains the same as Alternative 1.  

Table 4.3 calculates the total projected revenue for waste haulers. Assumptions that were made 
beyond what was discussed with the City are outlined below for clarity.  

• Assumption of 4,500 gallons per truck. 

• Assumption that the TSS test will not be done for low strength holding tank waste. 

• Assumption that 5% of septage waste trucks will receive the TSS test. 

• Assumption that 10% of trucks will receive Ortho P, TKN, or TSS multiplier. 

At proposed rates, a total revenue from waste haulers of roughly 200,000 is projected for 2025. 
This is about a 100 percent increase from the 2024 budget of 100,000 for waste haulers. There is 
no real data from the City to back up the assumptions made above. With that being said, until real 
data can be recorded, the below revenues are mere estimates and are subjected to volatility.  
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4.4 Columbus Volume Charge 

With fixed charges, Fall River, Elba, and waste hauler volume charges addressed, Table 4.4 
focuses on determining volume-based charges related to variable costs for Columbus in 2025. 
Using the total 2025 revenue requirement from the five-year forecast, we subtract the projected 
revenue from fixed charges, Fall River volume charge, Elba volume charge, waste haulers 
volume charge, and the 2024 budgeted yearly sewer fees and connection fees. The estimated 
volume is based on 2022 data from sewer users and flows provided to us, 2022 was chosen as a 
conservative estimate for 2025 as it was the lowest annual flow from last three years. This results 
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in a proposed rate are per 100 cubic feet as shown. As shown on the next page, by raising Fall 
River and Elba rates to $5.90 per 100 cubic feet, Columbus proposed rate for this alternate 
solution remains close to their current rate. Meaning no volume-based rate increase for 
Columbus residents would be necessary.  
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Customer Analysis 

The analysis in Table 5 presents sample bills to illustrate typical charges for customers with 
Alternative 2 rate structure. Currently, the demand increments are based on estimated average 
values, not specific to Columbus. To produce customer-specific examples, additional data would be 
necessary to evaluate on a per customer basis.  
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Expenses and/or revenues may differ significantly from the forecast. The Village should revisit this 
forecast each year and adjust its planning as needed. 

Five-Year Forecast 

The five-year forecast in Table 6 projects the rate adjustments required annually to maintain a near-
zero to slightly positive cash flow. The rest of the model is built around these increases. Part of this 
increases stems from capital improvement projects, which elevate fixed costs due to associated debt, 
thus increasing the required fixed income. The rest of the required income will be made up of the 
variable volume charges. We also assumed a year-after-year increase of 7% for operation expenses 
and 3% for depreciation. The overall revenue increase is shown in red, and the capital improvement 
plan is in yellow. 
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The American Water Works Association (AWWA) provides guidance for utilities for cash balances. 
Although the AWWA does not offer a one-size-fits-all cash-reserve number for all utilities, it does list a 
full year’s worth of operating expenses as a suitable general target.   

Ruekert & Mielke (R/M) recommends a target cash balance for the City of 50 percent or more of its 
annual operation and maintenance (O&M) expenses. Because the City does maintain its own 
wastewater treatment facility, it does need a large cash balance compared to other utilities. The cash 
balance can be used as the sanitary sewer utility fund for other needs, such as emergency main 
replacements, unexpected shortfalls in revenue, and any other unforeseen issues. The proposed 
increases would enable the Utility to achieve this recommended target cash balance. 
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Expenses and/or revenues may differ significantly from the forecast. The Utility should revisit this 
forecast each year and adjust its planning as needed. 

NEIGHBORING MUNICIPALITIES RATES 

This is a table comparing City of Columbus’s proposed 2025 rates to its neighboring municipalities. 
All fixed and volume rates are taken directly from the respective municipalities website.  

 

SUMMARY AND RECOMMENDATIONS  
 
R/M evaluated six alternatives based on feedback received from the Utility.  

The selected alternative (Alternative 2) provides a volume-based rate structure for Fall River, Elba that is 
closer to volume charges being made by Columbus Rate Payers. The Utility in this alternative is still 
receiving an increase in fixed meter charges, whereas Columbus volume rates stayed the same. The 
proposed rate structure for both Fall River and Elba should be lower than the Utility as Columbus is 
paying for operation and maintenance expenses for their collection system. This rate structure appears 
the most just and reasonable. 

Additional information would be needed for R/M to look further into this model: 

The City's requirements for maintaining cash reserves as a percentage of O&M. 

The maximum viable reduction to the CIP budget for the next few years. 

This data will be essential for determining whether Alternative 2 is a realistic and sustainable option. 

The Utility provided R/M with a proposed rate structure and septage volumes that are anticipated to be 
charged to waste haulers in 2025. R/M incorporated that into both models with the assumptions made 
(described above). This new rate structure will help reduce the impact of the rate increase for the Utility, 
Village of Fall River, and Elba Sanitary District. The estimates in the data provided for waste haulers 
presented a challenge in this study by not being able to calculate an accurate revenue estimate. The 
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estimates we used in this model reflect R/M’s best efforts based on the information that is available. To 
enhance the accuracy of future rate studies, data related to waste haulers should begin to be recorded as 
soon as possible.  


