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7.0 City Services & Enterprise Operations 
 
7.1 PURPOSE AND SCOPE OF EVALUATION 
 
The purpose of this evaluation is to give a “business” evaluation to the operation of City owned 
utilities.  Evaluating these enterprise operations from a business or profit perspective is not to say 
that the operations of the City should be totally focused on profit but as a balance of earning 
revenue and providing essential services at an affordable rate.  The earnings from the enterprises 
of the City are essential to the overall City budget and the ability to expand and upgrade the 
service to the Citizens.  These earnings manage to keep the City tax rate low and provide 
services that may not be otherwise available.  The City Street Maintenance operations, Sanitation 
services, and the Library will also be reviewed, even though they are tax supported. 
 

7.2 OUTLINE OF CITY OWNED UTILITIES & SERVICES 
 
Currently, the City owns and operates the water and sewer distribution systems within the City, 
the Library and the Sanitation services for the City.  The city has a huge investment of public 
funds in these enterprises.  An estimated $11.9 has been invested as of March 31, 2008.  Debt 
obligations outstanding as of March 31, 2008 consisted of an estimated $7.8 million of joint 
water and sewer bonds which funded capital improvements to the water and sewer system.  The 
City also is a partner with the City of Festus in owning a joint sewer treatment plant.  The joint 
venture is shared on a pro-rata basis with each City.  An independent operation staff employed 
by the joint venture operates the plant.  Each City pays a pro-rata share of the operating cost in 
return for treating sewer from each City.  The City maintains a full time city crew to maintain 
and service the distribution and water treatment system within the City.  The Enterprise fund also 
includes the operations of the City Pool; however this was evaluated within the Parks Section.  
The City also maintains an estimated 20.44 miles of City streets which are funded from 
dedicated sales tax revenue and the City Library which is funded from a dedicated property tax. 
 

7.3 JOINT WATER AND SEWER SYSTEM 
 
The City has an estimated 1,988 customers utilizing the Water and Sewer System.  The City has 
two water supplies, one is a ground source well, and the other is a surface water treatment plant.  
Sewer is treated through a joint venture with the City of Festus, whereby cost of the joint venture 
is shared by each City on a prorate basis.  Rates for water are currently set at $.845 per 100 
gallons of usage as per Ordinance # 1494 passed on April 13, 2009.  This is a 1.8% increase over 
the prior rate.  The Ordinance also provides for an automatic 4% annual increase in rates.  A five 
year audited operating history has been reviewed, plus 2009 which is not audited.  Revenue has 
decreased significantly in 2008 and 2009 over prior years.  Expenses did not decrease in 
proportion to the decline in revenue.  The decline in revenue is attributed to the decline in water 
consumption during the past two years caused by the exceptional rain fall during this period.  All 
water companies in the region have experienced a decline in usage during this period.   
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7.3.1 Financial Evaluation 
 
Upon evaluation of the operations for the past five years there has been an average net income of 
7.3% from operations, or $123,603 per year.  The net cash flow before debt service and 
depreciation was $358,289 from operations or 21.1%.  Annual Debt Service and Reserve 
Payments averaged $501,656 leaving a shortage of $143,368 in net cash flow to service debt 
from operations during the six year period.  The years of 2008 and 2009 have caused the greatest 
losses, due to the decline in revenue.  The net affect of these two years have created a total net 
shortage of $1,124,828 accounting for the majority of shortage in cash flow during the period.  
The operating expenses for the system increased significantly in 2008 increasing by 20% for the 
one year.  Following are various charts reflecting operations and cash flow.   
 

OPERATING INCOME AND OPERATING CASH FLOW 
 

   

WATER & SEWER FUND 

    

        

UNAUDITED 

   

2004 2005 2006 2007 2008 2009 AVERAGE 

OPERATING REVENUES 

       Water & Sewer Charges $1,698,627  $1,700,562  $1,789,557  $1,745,118  $1,585,579  $1,524,555  $1,674,000 

Miscellaneous Revenue $4,595  $97,830  $3,451  $20  $7,535  $18,905 

TOTAL OPERATING REVENUES $1,703,222  $1,798,392  $1,793,008  $1,745,138  $1,585,579  $1,532,090  $1,692,905 

CHANGE IN INCOME 

 

6% 0% -3% -9% -3% -2% 

OPERATING EXPENSES 

Personnel 

 

$592,844  $615,935  $651,123  $660,444  $718,213  $637,798  $646,060 

Repairs 

  

$430,468  $345,743  $461,886  $306,557  $575,565  $509,932.00  $438,359 

Supplies 

  

$106,822  $97,582  $85,086  $83,611  $95,705  $102,156  $95,160 

Telephone 

 

$9,414  $9,255  $8,631  $8,946  $7,405  $6,591  $8,374 

Utilities 

  

$71,138  $73,519  $62,751  $64,968  $67,862  $65,336  $67,596 

Depreciation 

 

$125,834  $228,724  $252,370  $245,062  $251,869  $250,000  $225,643 

Miscellaneous Expenses $13,594  $12,100  $18,323  $10,728  $5,318  $16,091  $12,692 

TOTAL OPERATING EXPENSES $1,350,114  $1,382,858  $1,540,170  $1,380,316  $1,721,937  $1,587,904  $1,493,883 

CHANGE IN EXPENSES 2% 9% -9% 20% -8% 2% 

NET OPERATING INCOME $353,108  $415,534  $252,838  $364,822  ($136,358) ($55,814) $199,022 

CHANGE IN NET INCOME 18% -39% 44% -137% -59% -29% 

   NON-OPERATING REVENUE/EXPENSE 

Interest Expense 

 

($271,253) ($268,935) ($260,835) ($252,039) ($222,209) -$212,545 

Bad Debt Expense 

 

($7,300) -$1,217 

Amortization-Bond Issue Costs ($6,453) ($6,453) ($6,453) ($6,453) ($6,453) ($21,992) -$9,043 

Amortization-Bond Premiums $8,958  $8,958  $8,958  $8,958  $8,958  $7,465 

Interest Income 

 

$176,981  $155,860  $153,889  $148,458  $146,529  $133,970  $152,615 

Gain or Loss on Joint Venture ($20,929) ($44,107) ($13,112) $557  $1,427  -$12,694 

NET NON-OPERATING REVENUES/EXPENSE $158,557  ($156,995) ($125,653) ($109,315) ($108,878) ($110,231) -$75,419 
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   NET INCOME (LOSS) 

 

$511,665  $258,539  $127,185  $255,507  ($245,236) ($166,045) $123,603 

   NET ASSET AT END OF YEAR $3,611,045  $3,869,584  $3,996,769  $4,252,276  $4,007,040  $3,840,995  $3,929,618 

   ADJUSTMENTS TO CASH FLOW-NON CASH 

Add back of Depreciation-non cash $125,834  $228,724  $252,370  $245,062  $251,869  $250,000  $225,643 

Amortization-Bond Issue & Premium Costs $2,505  $2,505  $2,505  $2,505  $2,505  ($21,992) ($1,578) 

NET ADJUSTMENTS TO CASH FLOW $132,287  $235,177  $258,823  $251,515  $258,322  $271,992  $234,686 

   NET ADJUSTED CASH FLOW AVAILABLE FOR DEBT $643,952  $493,716  $386,008  $507,022  $13,086  $105,947  $358,289 

   NET CASH FLOW AFTER DEBT SERVICE 

Interest Expense 

 

$0  ($271,253) ($268,935) ($260,835) ($252,039) ($222,209) ($212,545) 

Principal Payments 

 

($85,000) ($245,000) ($245,000) ($245,000) ($250,000) ($250,000) ($220,000) 

TOTAL DEBT SERVICE ($85,000) ($516,253) ($513,935) ($505,835) ($502,039) ($472,209) ($432,545) 

   NET CASH FLOW AFTER DEBT SERVICE $558,952  ($22,537) ($127,927) $1,187  ($488,953) ($366,262) ($74,257) 

Reserve Payments to Revolving Fund $0  $0  ($12,553) ($132,500) ($134,613) ($135,000) ($69,111) 

NET CASH FLOW AFTER DEBT & RESERVES $558,952  ($22,537) ($140,480) ($131,313) ($623,566) ($501,262) ($143,368) 

 

   

WATER & SEWER 

FUND CASH 

FLOW FROM ALL 

SOURCES 

    

     

2004 2005 2006 2007 2008 

CASH FLOW FROM OPERATIONS 

      Receipts from Customers 

  

$1,680,802 $1,812,128 $1,801,443 $1,718,393 $1,661,074 

Payment to Suppliers 

  

($681,146) ($539,437) ($596,208) ($479,162) ($759,052) 

Payments to Employees 

  

($582,342) ($621,513) ($667,435) ($653,977) ($716,812) 

NET CASH FLOW FROM OPERATIONS 

 

$417,314 $651,178 $537,800 $585,254 $185,210 

CASH FLOW FROM CAPITAL & FINANCING 

     Proceeds from Issuance of Debt 

 

$0  $0  $0  $0  $0  

Due to Other Funds 

   

$0  $0  $0  $0  $272,689  

Interest Paid on Debt 

  

$0  ($271,253) ($268,935) ($260,835) ($252,039) 

Investment Earnings 

  

$176,981  $155,860  $151,394  $154,341  $143,320  

Principal Paid on Debt 

  

($85,000) ($245,000) ($245,000) ($245,000) ($250,000) 

State Revolving Fund Reserves 

 

$1,192,190  $1,038,960  ($12,553) ($132,500) ($134,613) 

Acquisition of Capital Assets 

  

($2,294,943) ($1,995,490) ($381,930) ($34,710) $0  

NET CASH FLOW FROM CAPITAL & FINANCING ($1,010,772) ($1,316,923) ($757,024) ($518,704) ($220,643) 
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NET INCREASE (DECREASE) IN CASH 

 

($593,458) ($665,745) ($219,224) $66,550  ($35,433) 

BALANCES - BEGINNING OF YEAR 

 

$5,146,517  $4,553,059  $3,887,314 $3,668,090 $3,734,640 

BALANCES - END OF YEAR 

  

$4,553,059  $3,887,314  $3,668,090  $3,734,640  $3,699,207  

      Operating Income (Loss) from Income 

Statement $353,108  $415,534  $252,838  $355,822  ($136,358) 

Depreciation Expense 

  

$125,834  $228,724  $252,370  $254,062  $251,869  

Increase (Decrease) in Customer Receivables ($27,038) $10,570  $4,416  ($30,036) $67,700  

Bank Overdraft 

   

$0  $0  $25,426  $0  $0  

Increase (Decrease) in Deposits Payable 

 

$4,638  $3,166  $4,019  $3,291  $7,795  

Increase (Decrease) Wages and Compensation 

Payable $10,502  ($5,578) ($16,312) $6,467  $1,401  

Increase (Decrease) Accounts & Other Payables  ($49,710) ($1,238) $15,043  ($4,352) ($7,197) 

Net Cash Provided by Operating Activities $417,334  $651,178  $537,800  $585,254  $185,210  

 

 

JOINT SEWER & WATER FUND  

OPERATING EXPENSES 
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7.3.2  Financial Proforma of System:  Considering this evaluation was for a six-year period it 
is safe to assume that some sort of trend and average profitability analysis is accurate.  Based on 
the prior six-year operations, the system is not performing at a profit level sufficient to meet 
obligations from operations.  Downward trends in usage over the past two years have 
complicated the performance of the system.  The graphs above reflect the downward trend of the 
revenue and the net operating income.  Upon review of the operating expenses, labor, repairs and 
maintenance has increased while revenues have declined.  All other operating expenses have 
remained very stable.  The increase in labor and repairs is attributed to some capital 
improvements which were expensed.  In order to determine the normal operating percentage of 
each category a six year average was done for years 2004-2009.  As is the normal standards 
when averaging, the highest and lowest years were thrown out of the averaging, thus a 
reasonable percentage of operating cost is found based on past operations.  Following is a 
breakdown based on this averaging: 
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PERSONNEL:  38%   
REPAIRS   26% 
SUPPLIES     6% 
TELEPHONE            1% 
UTILITIES     4% 
MISCELLANEOUS    1% 
 
Personnel and repairs were the two major variances as reflected in the graphs above.  Assuming 
the average percentages could have been maintained, following is the net affect of the variances 
in these two categories during the years 2008 and 2009 when revenues declined. The numbers 
reflect the amount above the average percentage, thus in 2008 $278,007 was expended above the 
average and $167,194 in 2009.   
     2008   2009   
PERSONNEL          +$115,693          +$55,605 
REPAIRS          +$163,314        +$111,589 
TOTAL          +$278,007        +$167,194 
 
Had personnel and repair cost been consistent with percentage of revenues based on average, the 
net increase in cash flow to the system would be the amounts as reflected above for 2008 and 
2009 for a total increase in cash flow of $445,201 for the two years.  Operating expenses are a 
direct result of sales of service.  The drastic decrease in revenue in 2008 and 2009 is abnormal 
and a system may not be able to adjust expenses based on a minimum level of operations cost to 
run the system.  It is clear the system is not operating with sufficient operating profit to meet 
obligations.  The City has increased the water rates by 1.8% in April of 2009, with an automatic 
annual increase of 4%.  A proforma has been prepared based on the average of the past two years 
operating income and the average of the past six years expenses, which is assumed to be the 
minimum operating cost for the system.  The proforma is based on the current rates, then with 
the 4% annual increase.  As a final comparison an optimum rate has been calculated which will 
meet all debt obligations, plus fund the depreciation cost.  In order to fully fund operations, debt 
service, reserves and depreciation replacement an increase of 33% in water rates are needed 
based on current low levels of income.  This would be an excessive increase to the customers and 
would cause the City to be the highest in the region.  This would have a negative affect and force 
customers to decrease usage even further.  The current rate in place after the 4% rate increase in 
2010 will allow the system to be short an estimated $117,000 in meeting debt service assuming 
revenue remains the same as the past two years average.  If revenues increase as anticipated a 
rate increase of only 19% would be needed.  It is reasonable to believe that revenues will 
increase once the annual precipitation returns to normal.  Managing personnel and repair cost 
will be critical to managing the system’s profit and cash flow. 
 
Another factor to consider is all City buildings and public use is not metered, thus the usage of 
water and sewer by the City is not charged to the specific departments which use it, such as 
parks, City Hall, Library, and such.  Without having meters to measure the usage by the City it is 
difficult to determine the value of this service being provided by the Sewer and Water Fund.  It is 
recommended that the City install meters at all public buildings and points of usage that is 
currently not billed so as to determine the value of this service.  This will also give an accounting 
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for the estimated 28% of unbilled water pumped, versus billed.  When evaluating any future rate 
increase the value of the water and sewer service being provided to the City departments should 
be considered.  The City could charge each department the cost of water and sewer but such 
action will decrease general revenue.  Whether the City elects to charge for the water and sewer 
used by the City departments or not it is critical to have an accounting of such consumption in 
order to affectively value the cost of operating the system and set future rates. 
 

WATER PUMPED VERSUS BILLED 
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PROJECTIONS WITH RATE INCREASES 

USING LOW REVENUE AVERAGE OF 

PAST TWO YEARS 

  

  

PROFORMA OPERATING CASH FLOW 

  AVERAGE PAST TWO YEAR INCOME RATE WITH 4% ANNUAL INCREASE OPTIMUM RATE 

CUSTOMER BILLING 

RATE 

PER  $1,555,067 RATE PER  $1,579,268 RATE PER  $1,625,383 

MISC INCOME 

 

$3,768 

  TOTAL 

  

$1,558,835 

  Increase from 2009 rate increase on water ONLY 

 Percentage Increase 1.800% $20,434 4% $46,115 33% $391,555 

ADJUSTED INCOME AFTER RATE INCREASE $1,579,268 

 

$1,625,383 

 

$2,016,937 

     CURRENT BILLING 100 GALLON  100 GALLON  100 GALLON  

WATER 

 

$0.845 0.8788  $           1.169  

SEWER 

 

$0.320  $0.320 $0.320 

TOTAL 

    

     OPERATING EXPENSES SIX YEAR AVERAGE WITH HIGH AND LOW YEARS REMOVED 

   

AVERAGE 

 

AVERAGE 

 

AVERAGE 

Personnel 

 

38% $641,325 

 

$641,325 

 

$641,325 

Repairs 

 

26% $437,007 

 

$437,007 

 

$437,007 

Supplies 

 

6% $95,132 

 

$95,132 

 

$95,132 

Telephone 

 

1% $8,559 

 

$8,559 

 

$8,559 

Utilities 

 

4% $67,326 

 

$67,326 

 

$67,326 

Miscellaneous 1% $13,128 

 

$13,128 

 

$13,128 

TOTAL 

 

74% $1,262,478 

 

$1,262,478 

 

$1,262,478 

     NET OPERATING BEFORE DEBT & DEP $316,790 

 

$362,905 

 

$754,459 

     INVESTMENT INCOME 

 

$130,000 

 

$130,000 

 

$130,000 

     NET FUNDS AVAILABLE FOR DEBT $446,790 

 

$492,905 

 

$884,459 

AND RESERVES 

   

     DEBT SERVICE 

 

$475,000 

 

$475,000 

 

$475,000 

     RESERVES 

  

$135,000 

 

$135,000 

 

$135,000 

     NET CASH FLOW AFTER  DEBT & RESERVES -$163,210 

 

-$117,095 

 

$274,459 

     DEPRECIATION 

 

$250,000 

 

$250,000 

 

$250,000 

     NET CASH FLOW AFTER DEP -$413,210 

 

-$367,095 

 

$24,459 



Crystal City, Missouri – City Services & Enterprise Operations– Section 7 of Growth Management Plan 

 

Page 11 of 21 

 

  

PROJECTIONS WITH RATE INCREASES 

USING PAST SIX YEAR INCOME 

REVENUE AVERAGE 

  

  

PROFORMA OPERATING CASH FLOW 

  AVERAGE PAST 6 YEAR INCOME 

 
RATE WITH 4% ANNUAL INCREASE OPTIMUM RATE 

CUSTOMER BILLING 

RATE 

PER  $1,682,472 RATE PER  $1,708,479 RATE PER  $1,758,367 

MISC INCOME 

 

$3,900 

  TOTAL 

  

$1,686,372 

  Increase from 2009 rate increase on water ONLY 

 Percentage Increase 1.800% $22,108 4% $49,888 19% $243,886 

ADJUSTED INCOME AFTER RATE INCREASE $1,708,479 

 

$1,758,367 

 

$2,002,253 

CURRENT BILLING 100 GALLON  100 GALLON  100 GALLON  

WATER 

 

$0.845 0.8788  $           1.169  

SEWER 

 

$0.320  $0.320 $0.320 

TOTAL 

    OPERATING EXPENSES SIX YEAR AVERAGE WITH HIGH AND LOW YEARS REMOVED 

   

AVERAGE 

 

AVERAGE 

 

AVERAGE 

Personnel 

 

38% $641,325 

 

$641,325 

 

$641,325 

Repairs 

 

26% $437,007 

 

$437,007 

 

$437,007 

Supplies 

 

6% $95,132 

 

$95,132 

 

$95,132 

Telephone 

 

1% $8,559 

 

$8,559 

 

$8,559 

Utilities 

 

4% $67,326 

 

$67,326 

 

$67,326 

Miscellaneous  1% $13,128 

 

$13,128 

 

$13,128 

TOTAL 

 

74% $1,262,478 

 

$1,262,478 

 

$1,262,478 

     NET OPERATING BEFORE DEBT & DEP $446,001 

 

$495,889 

 

$739,775 

     INVESTMENT 

INCOME 

 

$130,000 

 

$130,000 

 

$130,000 

NET FUNDS AVAILABLE FOR 

DEBT $576,001 

 

$625,889 

 

$869,775 

AND RESERVES 

   

     DEBT SERVICE 

 

$475,000 

 

$475,000 

 

$475,000 

     RESERVES 

  

$135,000 

 

$135,000 

 

$135,000 

NET CASH FLOW AFTER  DEBT & RESERVES -$33,999 

 

$15,889 

 

$439,480 

DEPRECIATION 

 

$250,000 

 

$250,000 

 

$250,000 

     NET CASH FLOW AFTER DEP -$283,999 

 

-$234,111 

 

$9,775 
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The prior two spread sheets reflect the affect of new rates on operating income and cash flow for 
the system.  The first spread sheet uses the current average of the past two year’s income, which 
is exceptionally low due to the low water consumption in the region.  The financial model 
indicates a 33% rate increase is needed under this operations model to fully achieve a positive 
cash flow and fund all capital depreciation cost.  The second spread sheet reflects the affect using 
the average of the past six year’s income after throwing out the lowest and highest year which 
indicates that only a 19% rate increase would be needed.    This is more realistic to expect 
considering the fact that area precipitation will return to the area norm.  With the scheduled rate 
increases in place the system will be able to meet its debt service obligations.  The system will 
not be able to cash flow the depreciation cost as per the income statement unless the 19% 
increase is put into affect immediately, but the regular annual increase in rates scheduled will 
help offset this.   
 
7.3.3 Rate Comparison of System:  A rate comparison has been prepared for the surrounding 
municipalities in order to determine the area market and pricing.  It is important to consider 
surrounding rates when considering any rate adjustment.  Rates could affect businesses and 
residents decision when considering locating in Crystal City 
 

RATE COMPARISON 
5,000 GALLONS PER MONTH USAGE  

 

It is difficult to compare rates based on the rates set for each community.  Each has a different billing rate.  
Some charge a fixed rate for the first 1000 or 2000 gallon, then a surcharge for usage above that.  Crystal 
City bills in 100 gallon increments.  In order to do a comparison a calculation of an average of 5000 
gallons of monthly usage has been prepared for each municipality in order to do a rate comparison. 
 

WATER RATES 

 

CRYSTAL 

CITY HILLSBORO PEVELY HERCULANEUM FESTUS ARNOLD 

COST FOR 5,000 GALLONS $42.25  $18.70  $15.50  $13.91  $40.70  $37.20  

         
SEWER RATES 

 

CRYSTAL 

CITY HILLSBORO PEVELY HERCULANEUM FESTUS ARNOLD 

COST FOR 5,000 GALLONS $16.00  $25.28  $16.00  $26.50  $15.48  $22.33  

         
WATER RATES 

 

CRYSTAL 

CITY HILLSBORO PEVELY HERCULANEUM FESTUS ARNOLD 

AVERAGE RATE PER GALLON $0.00845  $0.00374  $0.00310  $0.00278  $0.00814  $0.00744  

         
SEWER RATES 

 

CRYSTAL 

CITY HILLSBORO PEVELY HERCULANEUM FESTUS ARNOLD 

AVERAGE RATE PER GALLON $0.00320  $0.00506  $0.00320  $0.00530  $0.00310  $0.00447  

 
Crystal City is currently at the higher end of area water rates and lower of sewer rates.   
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7.3.4 Water Supply 
 
Crystal City currently has two sources of water.  One is a ground source well which serves a 
portion of the southern part of the City.  The other is a surface water treatment system which 
treats surface water from the Mississippi River.  The cost of operating a surface water treatment 
system is much higher than ground water.  According to information obtained by the City from 
their consulting engineers the cost of treating water is estimated at $2.00 per 100 gallon of water, 
or an estimated 24% of the selling price.  This includes chemicals, labor, utilities and other direct 
operating cost.  The current treatment plant is several years old and is also located within a flood 
plain, thus subject to flooding and unable to operate during major floods.  The City should 
evaluate the economics of replacing the current plant with either a series of ground source wells 
or a new treatment plant outside the flood plain.  Either choice will be capital intensive, but one 
of the most important factors to consider should be the future operating cost.  Reducing the cost 
of producing water will directly affect the cost to the customer.  The ground source supply will 
affect the ability to depend on ground source wells.   The water table in the region has 
tremendous demands based on the population.  Investing in ground source wells merely for the 
sake of reducing operating cost may lead to a future shortage of water for residents.  A complete 
engineering study as to the ground source supply, capital cost and operating expense should be 
conducted before any decision is made about replacing the current surface water system.  
Efficiencies of new system may well justify investing in a new surface water treatment plant.    
Following is a chart provided by the EPA which compares the various water source systems 
operating cost with various volumes.  Crystal City is currently pumping an estimated 560,000 
gallons per day. 
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7.3.5 Rate Adjustments:  Currently the City has an annual automatic 4% rate increase in 
place.  Before any other rate increases are considered the City should meter all city operations to 
know the consumption of all City departments.  This will allow a true evaluation of water loss to 
be assured it is within an acceptable margin.  The City may wish to charge certain departments 
for water, such as the City Pool, considering it is an enterprise operation that has user fees.  All 
City departments could pay for water and sewer service, but this action will simply reduce City 
revenue in other areas.  Secondly, the City should strive to control operations cost within the 
operating averages and percentage change of consumption.  Consumption is expected to increase 
once area precipitation returns to normal.  Once the City has developed a two year pattern with 
normal consumption and managed operations cost including a record of City consumption a true 
and accurate rate evaluation can be conducted.  Long term planning can better be done with this 
information.  The current system is not generating sufficient revenue to fund debt service and 
capital replacement, however, to make adjustments during a period of low consumption does not 
allow the City Council to properly establish rates that will support the system and could cause an 
excessive burden of cost to the customers. 
 
7.4 SANITATION SERVICES 
 
The City operates the sanitation pick up service for all residential and commercial trash service 
within the City.  The Citizens elected to fund sanitation services from a ½ cent sales tax on retail 
sales within the City.     
 

7.4.1 Sanitation Service Financial Evaluation 
 
Upon review of the financial history of the Sanitation Service for the five-year period between 
2004 and 2008 an average net average operating income per year of $21,213 before capital 
expenditures and purchases, with capital outlay the net average operating loss is $13,052.  
During the past five years expenses have been somewhat volatile.  Please see the following chart 
which demonstrates the changes in expenses and revenue for the sanitation fund. 
 

CHART OF INCOME AND OPERATING EXPENSE CHANGES 
CRYSTAL CITY SANITATION FUND 
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Revenues are derived primarily from a dedicated sales tax approved by the voters and not from 
customer user fees which is the normal manner of funding this type of enterprise operation.  The 
City Council has little or no control over revenue for the operations of the sanitation services.  
Revenue will be generated based on retail sales within the City which may or may not adjust 
with the cost of operations or the demand for services.  While the Citizens have elected to fund 
this service by means of a retail sales tax the method is not a wise choice for funding a service 
that is driven by usage and consumption.  If retail sales decline within the City, revenues will fall 
and not be able to fund the operations.  If demand for service increases due to an increase in 
users and the retail sales do not increase in proportion, funds will not be sufficient to fund the 
growth.  If operation expenses increase and sales tax revenue remains flat the City Council will 
not be able to balance the operation cost with fee increases for service.   
 
Sales tax is a popular means to fund municipal operations cost since the tax is paid retail 
customers of the City a little at a time.  Funding an enterprise operation such as sanitation that is 
a direct customer consumption service is financially challenging in long term planning.  Revenue 
is not directly related or tied to expenses.  The ability to balance operation cost to revenue is next 
to impossible if demand increases or operating cost increases.  While the Citizens of Crystal City 
have spoken that this is their chosen form of funding such service, the City Council should 
educate the Citizens of the volatility of the funding method.  
  

   

CRYSTAL CITY TRASH FUND 

FINANCIAL HISTORY 2004-2008 
  REVENUE 

   

2004 2005 2006 2007 2008 

Sales Tax 

   

$458,270 $173,187 $189,226 $204,678 $215,837 

Property Taxes 

     

$4,890 

 Investment Income 

  

$2,448 $1,955 $3,470 

  Licenses, Permits, and Fees 

 

$24,597 $24,030 $24,330 $24,637 $24,150 

Miscellaneous Income 

      Grant Revenue and State Aid 

  

$0 $0 $0 $0 

TOTAL REVENUE 

  

$485,315 $199,172 $217,026 $234,205 $239,987 

         EXPENDITURES 

       Expenses 

   

$216,322 $248,858 $313,275 $238,818 $252,368 

Capital Outlay 

  

$171,323 

    TOTAL EXPENDITURES 

 

$387,645 $248,858 $313,275 $238,818 $252,368 

         EXCESS REVENUE 

  

$97,670 -$49,686 -$96,249 -$4,613 -$12,381 

         TRANSFER FROM (TO) OTHER FUNDS -$228,586 -$263,688 

   

         EXCESS OF REVENUES OVER 

EXPENDITURES -$130,916 -$313,374 -$96,249 -$4,613 -$12,381 

         FUND BALANCE 

  

$491,235 $177,861 $81,612 $76,999 $64,618 
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7.4.2 Alternatives to City Operated Sanitation Services 
 
The City has other options instead of operating their own sanitation service which could be 
considered.  Whether the City elects to make a change at this time or in the future this option 
should always be evaluated when considering sanitation services.  Many cities will contract with 
a private company to provide sanitation pickup service.  Under this arrangement the private 
contractor will bill the city for the service and the City will bill the customer.  The City usually 
marks up the rate per customer to cover administrative cost and some profit which is usually 
dedicated to hazardous waste management.  The City can also bid out the franchise right to be 
the exclusive provider in the City.  Under this arrangement the private company would agree to 
pay a franchise fee, usually 5%, of the total gross billings within the city.  The private company 
will be responsible for all billings and administrative work.  Since the City owns the equipment 
they could lease, sell, or provide the equipment as part of the contract.  The City can also open 
up the City to the free market and allow all haulers to provide service to customers.  Under this 
arrangement the City will usually collect a fee which is added to the private company’s fee, 
which is dedicated to hazardous waste or recycling programs.    
 

7.5 STREET MAINTENANCE 
 
The City currently funds street maintenance through a dedicated ½ cent sales tax.  The City has 
an inventory of 20.22 miles of City streets which are maintained by a full time department.  The 
Department provides routine maintenance and repair and some limited capital improvements.  
Most new construction is bid out to outside contractors.   
 
7.5.1 Inventory of City Streets:  Following is a listing of each City street with distance 
measured in feet and miles. 
 

Street Name Distance in Feet Distance in Miles 
Airport Road 2245.91 0.42536 

Arlie Drive 446.70 0.08460 

Bailey Road 2920.04 0.55304 

Bellamy Drive 511.87 0.09695 

Briarwood Circle 1172.47 0.22206 

Briarwood Drive 223.90 0.04241 

Broadway Avenue West 894.92 0.16949 

Broadway Street 1084.90 0.20547 

Buck Knob Road (VFW Drive) 3164.22 0.59928 

Burgess Avenue 2061.94 0.39052 

Center Pointe Drive 565.99 0.10720 

Center Street 651.47 0.12338 

Chestnut Street 1194.81 0.22629 

Church Place 644.90 0.12214 

Compton Drive 459.52 0.08703 

Concord Drive 489.00 0.09261 

Crystal Avenue 973.98 0.18447 

Crystal Heights Road 6396.30 1.21142 

Crystal Meadow Drive 1038.25 0.19664 

Darby Lane 761.53 0.14423 
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East First Street 469.44 0.08891 

Eighth Avenue 2175.92 0.41211 

Eleventh Avenue 2383.28 0.45138 

Elks Drive 310.00 0.05871 

Ellor Heights 509.89 0.09657 

England Avenue 454.49 0.08608 

Fifteenth Avenue 164.51 0.03116 

Fifth Avenue 1740.20 0.32958 

First Avenue 722.18 0.13678 

Fourteenth Avenue 608.01 0.11515 

Fourth Avenue 1425.71 0.27002 

George Street 272.19 0.05155 

Goodwin Drive 694.07 0.13145 

Harbor Pointe 907.42 0.17186 

Heather Court 720.68 0.13649 

High Street 438.82 0.08311 

Holding Drive 395.51 0.07491 

Holding Hausen Drive 1894.98 0.35890 

Hugs Landing Road 4106.39 0.77773 

Industrial Drive 2054.98 0.38920 

Jefferson Avenue 3467.04 0.65664 

Kenner Street 1236.44 0.23417 

La-Bon Parkview 2089.85 0.39580 

Lake Drive 682.83 0.12932 

Lexington Court 555.56 0.10522 

Lincoln Avenue 627.93 0.11893 

Lindsay Avenue 2133.37 0.40405 

Maple Street 895.58 0.16962 

Miller Drive 454.43 0.08607 

Mississippi Avenue 689.87 0.13066 

Missouri Avenue 4809.89 0.91096 

Neale Street 995.87 0.18861 

Nelle Drive 126.82 0.02402 

Ninth Avenue 2124.10 0.40229 

North Taylor Avenue 2761.70 0.52305 

Northview Drive 633.20 0.11992 

Old Orchard Lane 788.02 0.14925 

Oli Ali Drive 907.99 0.17197 

Olive Street 275.30 0.05214 

Ozark Drive 1356.21 0.25686 

Park Drive 1112.87 0.21077 

Pine Street 565.30 0.10706 

Pruneau Drive 315.33 0.05972 

Richmond Drive 1463.55 0.27719 

Ridgetop Drive 316.79 0.06000 

River Bluff 732.34 
0.13870 

 
Rivercore Court 419.16 0.07939 

Rivermont Drive 985.70 0.18669 

Riverport Drive 202.97 0.03844 

Riverview Bend 965.49 0.18286 
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Riverview Heights 865.63 0.16395 

Second Avenue 698.14 0.13222 

Seventh Avenue 786.10 0.14888 

Sixth Avenue 1372.86 0.26001 

South Taylor Avenue 344.50 0.06525 

St. Pius Drive 2327.07 0.44073 

Stahl Road 312.26 0.05914 

Starboard Drive 488.64 0.09255 

Strawberry Alley 380.12 0.07199 

Sun Ridge Trail 1099.07 0.20816 

Tenth Avenue 2333.65 0.44198 

Thirteenth Avenue 968.73 0.18347 

Treebrook Drive 1171.92 0.22195 

Twelfth Avenue 1403.95 0.26590 

Virgin Street 485.88 0.09202 

Virginia Avenue 2310.64 0.43762 

Walnut Street 487.26 0.09228 

Ward Terrace 706.20 0.13375 

Williams Court 312.00 0.05909 

Williamsburg Drive 3585.24 0.67902 

Yieda Drive 424.84 0.08046 

Totals 107907.49 20.43702 

7.5.2 Street Fund Financial Evaluation:  The City Street Fund appears to have sufficient 
funding to maintain the existing street system of the City.  No significant increase in the street 
system is forecasted in the near future due to the limited area of the City that can be developed 
into new residential neighborhoods.  The system is well maintained by most standards.  The City 
has been very successful in obtaining grants to assist with major projects.  The City does not 
conduct a traffic volume count on the various streets to properly know the usage of each street.  
This is an important statistic as it relates to planning repairs, maintenance, and upgrades for each 
street.  Usage dictates wear and tear as well as quality of service.  It is recommended that the 
City invest in a traffic counting machine and annually develop a report on traffic volumes on 
each street.  This information should be used in conjunction with a long term capital 
improvements plan for streets.  Volumes will not always dictate demand for improvements, but 
can and will be a form of measurement when considering capital improvements and quality of 
service.   
 
The annual revenue generated from the dedicated sales tax generates an average of $12,474 per 
mile of funds to maintain streets.  During the past five years the City has averaged $26,305 in 
expenses and capital improvements to the street system; however in 2005 a grant of $1.2 million 
was received to assist in a major project.  The City has averaged $14,563 per mile in City 
funding per mile.  A portion of the funding came from general revenue in 2005 in order to match 
grant funds. 
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EXPENDITURE PER MILE     $18,734    $95,755      $0        $9,307 $7,729 
 
 
 

7.6 LIBRARY 
 
The City owns and operates a City library which is located on Mississippi Avenue within a stand 
alone building.  The Library is funded by a dedication of 25% of the City property tax revenue 
plus fees and revenue generated by the Library operations.  The facility has recently been 
renovated and in excellent condition.  Library service is not one provided by all cities, and the 
providing of such service is a reflection of a community’s commitment to providing quality 
services to the citizens.   
 
7.6.1  Financial Evaluation of Library Fund:  The average cost of operating the Library per 
resident is an average of $16.54 based on the financial history for the years 2004 through 2008.  
A major capital investment was made in 2007 and 2008 to renovate the facility.  The Library 
Board, appointed by the City oversees the operations of the Library.   
 
 
 
 
 

   

CRYSTAL CITY ROAD TAX FUND 
  REVENUE 

   

2004 2005 2006 2007 2008 

Sales Tax 

   

$224,823 $204,662 $269,582 $256,011 $254,968 

Property Taxes 

       Investment Income 

       Licenses, Permits, and Fees 

      Miscellaneous Income 

  

$230,000 

   Grant Revenue and State Aid 

  

$1,200,000 

   TOTAL REVENUE 

  

$224,823 $1,634,662 $269,582 $256,011 $254,968 

         EXPENDITURES 

       Expenses 

   

$99,143 $26,158 

 

$144,504 $135,277 

Capital Outlay 

  

$283,775 $1,931,076 

 

$45,726 $22,700 

TOTAL EXPENDITURES 

 

$382,918 $1,957,234 $0 $190,230 $157,977 

         EXCESS REVENUE 

  

-$158,095 -$322,572 $269,582 $65,781 $96,991 

         TRANSFER FROM (TO) OTHER 

FUNDS 

 

-$268,467 

 

$205,452 

 
         EXCESS OF REVENUES OVER 

EXPENDITURES -$158,095 -$591,039 $269,582 $271,233 $96,991 

AFTER TRANSFER 

       FUND BALANCE 

  

$528,769 -$62,270 $207,312 $478,545 $575,536 
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LIBRARY FUND FINANCIAL HISTORY 
 

REVENUE 

   

2004 2005 2006 2007 2008 

Sales Tax 

        Property Taxes 

  

$76,182 $81,356 $87,420 $88,819 $91,285 

Investment Income 

  

$1,206 $1,183 $1,925 $3,296 $2,162 

Licenses, Permits, and Fees 

 

$2,238 $2,592 $2,636 $2,582 $4,203 

Miscellaneous Income 

 

$2,562 $1,340 $1,599 $2,516 $792 

Grant Revenue and State Aid 

 

$2,336 $2,336 $3,433 $2,502 $2,311 

TOTAL REVENUE 

  

$84,524 $88,807 $97,013 $99,715 $100,753 

         EXPENDITURES 

       Expenses 

   

$82,163 $67,315 $80,106 $71,433 $74,233 

Capital Outlay 

  

$3,375 $3,775 

 

$69,827 $182,784 

TOTAL EXPENDITURES 

 

$85,538 $71,090 $80,106 $141,260 $257,017 

         

EXCESS REVENUE 

  

-$1,014 $17,717 $16,907 -$41,545 

-

$156,264 

         TRANSFER FROM (TO) OTHER FUNDS 

 

$11,108 

   

         

EXCESS OF REVENUES OVER EXPENDITURES -$1,014 $28,825 $16,907 -$41,545 

-

$156,264 

AFTER TRANSFERS 

       FUND BALANCE 

  

$135,412 $164,237 $181,144 $139,599 -$16,665 

 
COST PER RESIDENT               $18.84     $15.67           $17.65         $31.13           $56.63 
WITH CAPITAL COST 
 
COST PER RESIDENT 
OPERATING COST ONLY             $18.10           $14.83           $17.65         $15.74           $16.36 
 
                
 
7.7 CAPITAL EXPANSION PLANNING 
 
While the financial operation of the Sewer & Water System needs improvement in the area of 
profitability, future expansion should be considered.  Demand for additional capacity is not 
forecasted due to the limited expansion capability of the City and the current economy, however 
over the next twenty years with annexation and development demand will return and plans 
should be made to accommodate such growth.  The water treatment plant will need significant 
upgrade due to its age or converting to a ground source water supply.  In either event significant 
capital investment will be needed.  At the current rate of profit, the water and sewer system can 
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not be expected to generate sufficient revenues to have surplus for capital improvements.  In 
order to plan for needed expansions, an unfunded capital improvements budget should be 
developed.  This unfunded needs list will give the City Council an awareness of future capital 
needs and make efforts to “save for” the cost.  Sufficient detail of these projects cost should be 
established and updated annually.  A long term street maintenance and capital upgrades plan 
should be developed which will keep up the current street maintenance quality.  The City should 
monitor the cost of operations of the Sanitation Fund and attempt to control cost of operations in 
accordance with the sales tax revenues which funds the service. 
 

7.8 CONCLUSIONS 
 
The enterprise operations of the City need a closer evaluation as to the cost of operations with 
attempts to cut cost where possible.  Rate increases for water and sewer services should be 
considered once the City has developed a two year history of City consumption and water loss.  
A long-term capital improvements plan which identifies future projects is essential as part of the 
rate setting process for all the enterprise operations of the City.  Fine tuning these key enterprises 
profits will greatly improve the growth capability of the City and its ability to fund needed 
capital projects.   The City should look at the operations of the Water and Sewer Fund as a stand 
alone “business”.  The operation should be able to support its operations and expansion cost.  
This enterprise, or “business”, which the City owns and operates, should not be subsidized by 
general revenue or one enterprise subsidizing another.  The users that receive the service should 
be able to pay for the service.  The City should not set rates to make a profit but rather to make 
the enterprises self supporting and provide affordable services to City residents.  Profits, or 
surplus earnings, should be reinvested in the systems or in economic development efforts which 
will expand the City’s tax base.  Following is a punch list of items for consideration for each of 
the enterprises: 
 
1. Future water supply should be evaluated and plans for accommodating the future water needs 

of the City.   Operating cost should be a factor in the evaluation as well as capital cost. 
 
2. Adjust the water rates to cause the system to be self-supporting.  A rate study should be 

prepared after a two year record with all City usage metered and a return to normal 
consumption based on the normal climate situation.  No further changes should be 
undertaken until a solid two year operating history with City consumption metered and a two 
year history of normal consumption based on a normal climate. 

 
3. Prepare a ten-year capital improvements plan for expansions and upgrades of the current 

system.  The improvements should be pinned to demand, condition of current system, and 
improvements in operating cost.  A sinking fund should be established for these cost and 
funds from operations set aside each year so as to have the funds available when the 
improvements are scheduled and needed.  The capital improvement list should be reviewed 
each year with the budget process of the City. 


