VILLAGE OF WAPELLA
P.0. BOX 148
WAPELLAIL 61777
217-935-3259

JANUARY 2026
To Our Wapella Water Customers:

This informational letter is not an easy one to write, but as members of the Village Board, we feel it is
necessary to let our Water Customers know as much as we can about the state of our Water Department and
what has led us to where we are today.

In 2017 the Village Board at that time took out a 40-year USDA loan in the amount of $500,000 to be used to
replace approximately 2,405 feet of water main, which included several new hydrants, the purchase of auto
read meters, and the equipment used to collect those readings. The Village makes two interest payments and
one principal payment every year and will continue to do so until 2058, at which point the village will have
paid $782,896.88 over the life of this loan. There are no options to pay the loan off early. One of the
stipulations in the Ordinance was to open two additional checking accounts and to make monthly deposits
into a Restricted Fund ($172/month with a cap of $20,640) and into a Short-Lived Asset Fund
($2,289/month or $1,098,720 over the life of the loan).

For unknown reasons, the accounts were not established in 2018. Our auditor informed us these accounts
were a requirement per the Ordinance. The accounts were opened in August 2023. At that point the USDA
calculated that both accounts were $137,340.00 in arrears. Fortunately, the USDA approved an initial deposit
0f $7,740.00 to the Restricted Fund and an initial deposit of $27,468.00 to the Short-Lived Asset Fund. This
money was taken from the Water Project Fund, and the required deposits are made monthly.

The Water Department is an Enterprise operation, not funded by tax dollars, but funded solely by the water
we sell to customers. In 2017 the Village sought out grants to help fund the failing main replacement. At that
time, it was found the Village was not eligible for grant funds at all due largely to the fact that the Village was
not charging high enough water rates.

When the loan was underwritten in 2017, the Specialist at that time estimated that the Village should be
charging at least $21.84 per customer to cover its debt service, reserve funding and operating costs. The
water rates in 2017 were $10.50 per customer. For whatever reason, the Board at that time refused to raise
water rates. They instead chose to close the Park Fund, which was being supported by Ameren Utility Tax
revenue, and to divert those revenues to the Water Fund in hopes of avoiding water rate increases. The
monthly Ameren Utility Tax failed to substitute the recommended monthly $21.84 rate.

The Village can, with prior permission from the USDA, dip into the Short-Lived Asset Fund for emergency
main repairs, but it is with the understanding that the money borrowed from this fund must be paid back.
The stark reality of our Water Fund is that as of December 23, 2025, there is a total of $14,590.27 in the
checkbook and we were unable to fund repairs. Part of the money in this checkbook is garbage fees collected
with water bill payments and can only be used to pay the monthly $3,456.18 garbage hauling invoice. We
have experienced $29,746.23 in repair costs since August that the Water Department could not afford to pay.
We borrowed from the Short-Lived Fund to meet these obligations.

Looking at the Statement of Cash Flows for the Water Fund from several past audits and at the latest End-Of-
Year 2025 Treasurer’s Report, we can see the Water Fund is experiencing significant losses. Some of the
profits shown in 2020 through 2022 are a result of ARPA funds, which were spent on infrastructure
improvements such as the water tower painting, cleaning out and refurbishing the backwash pit, cleaning
the aeration tank and installing several new hydrants.



Audited Statement of Cash Flows

2019 — the Water Department made $22.473

2020 — the Water Department made $44.474

2021 — the Water Department made $47,557

2022 — the Water Department made $29,628

2023 — the Water Department lost $13,742

2024 — the Water Department lost $10,289

2025 - the Water Department shows a loss $42.284.91

As we are all aware, the Village has experienced an incredible number of main breaks over the last four
years, and we have had 5 main break issues since October 2025 that had to be repaired. These breaks are
likely to continue and as each water main breaks, it puts a heavier load on other parts of the older system,
which will lead to further breaks.... sort of like a game of “whack-a-mole”. This scenario is quite evident along
Main Street, South Poplar Street, South Locust Street and North Oak Street. We do not like to say it, but main
break incidents will only continue to increase as time goes on in the older water mains.

We must tell ourselves, as good stewards of our community, it is important that we have the foresight to
consider what is good for our community not only today, but also the future. We must ask ourselves serious
questions. What will Wapella look like in 20, 30, 40 years? Will it be a community that is thriving and one in
which people want to continue to live in, and/or move to? Will crumbling infrastructure cause folks to move
away? These are important things for us, as the Village’s forefathers to consider.

The Village of Wapella USDA Specialist was very surprised to hear recently that the village did not increase
water rates in 2017 as advised. The rates are not much better than they were in 2017. Quoting the specialist,
‘I encourage your Village President and Board to implement a water system rate increase as soon as possible to
cover the immediate needs of the water system and highly consider increasing it enough to cover additional
improvements to the system. As we know, material prices etc. will not go down, so it is imperative that you
consider the cost of not improving the system over the cost of planning ahead.”

The Village of Wapella has a population of 513, and an MHI of $65,114. The Village may be eligible for up to
45% of the total project cost in grant funding for water system improvements. That grant funding would
have meant a lot toward our current $500,000 loan. We may have had to only borrow $275,000 instead of
$500,000, cutting the payoff time nearly in half. However, we did not qualify for a grant because of our
inadequate water rates. We need to plan for the costs needed to maintain our water infrastructure.

As good stewards of our Water Fund Enterprise and with the prospect of upgrading more sections of our
aging 1949 water main infrastructure, we are forced into making tough decisions about our water rates that
will bolster the revenues needed. Without proper water rates, the Village will never be eligible for grants.
The board has spent several months discussing our available options, from selling our Water Department to
managing our own water rates and retaining control of our Water Department Enterprise.

At this point, the Village Board agrees that retaining control of our Water Department is important. The
Board will discuss and recommend an ordinance to increase the water rates in February 2026. It is crucial to
make this decision now rather than later when considering what is at stake.

Wapella is not unique as far as water department challenges. Our lawyer has advised most villages and towns
are having the same challenges with increasing rates due to the rising costs of everything associated with
running a water department. Many other villages and towns are battling the same issues: rate increases are
not consistent with the increases in costs including EPA requirements, and they end up losing money.
Wapella's water issues do not exist in a vacuum.

If you have questions, comments or concerns, please consider attending the next Village Board meeting to be
held on January 21, 2026 at 7:00 pm at the Village Hall.

Thank you for your attention,
The Wapella Village Board



