
 
 
 

CITY OF BETHEL 
PUBLIC WORKS COMMITTEE 
THURSDAY, JULY 6, 2023, 5:30 PM 
LOCATION: 300 CHIEF EDDIE HOFFMAN HIGHWAY, BETHEL, ALASKA 
JOIN ZOOM MEETING: HTTPS://US06WEB.ZOOM.US/J/82789796061?PWD=EFPYA3HBCU1VZKPQME1FD1P2UXC0DZ09 
MEETING ID: 827 8979 6061 
PASSCODE: 044846 
888 475 4499 US TOLL-FREE 833 548 0276 US TOLL-FREE 
833 548 0282 US TOLL-FREE 877 853 5257 US TOLL-FREE 

 
MEMBERS 
Ryan Butte Juan Delgado 
Robert Lekander Mark Springer, Council Rep. 

STAFF 
Ex-Officio Members: Bill Arnold, Public Works Director  
Anna Larson, Administrative Assistant 
pwadmin@cityofbethel.net 
907-543-3110 

 
1. CALL TO ORDER 

2. ROLL CALL 

3. PEOPLE TO BE HEARD – FIVE MINUTES PER PERSON 

4. APPROVAL OF AGENDA 

5. NEW BUSINESS 

A. FCS Group: Utility Rate Study (William Arnold) 

6. ADJOURNMENT 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Posted 6/27/2023 at City Hall, AC Co., Swanson’s, and the Post Office. 
 

Anna Larson, Ex-Officio Staff 
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Slide 1 FCS GROUP

Utility Rate Study
Public Works Committee Meeting

Chase Bozett, Project Consultant
Angie Sanchez Virnoche, 
Principal

May 17, 2023
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Slide 2 FCS GROUP

City Utility Background

● 10 years since the last rate study

● Annual 3% rate increases written in Municipal Code for several years
» Concerns about affordability

● Study initiated to evaluate the utility’s financial sustainability

● Piping projects on the horizon
» Better understand the hauled vs piped systems costs
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Slide 3 FCS GROUP

FCS Group Scope

● Review individual utility past performance

● Project forward utility revenues and expenses

● Forecast rate increases for individual utility sufficiency

● Allocate costs cost to hauled or piped systems and compare to revenue

● Validate customer billing data and customer billing statistics

● Establish zones and rates related to the cost to serve customers
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Slide 4 FCS GROUP

Agenda

● Utility Rate Study Overview

● Study Foundation

● Initial Results
» Revenue Requirement
» Cost of Service
» Rate Design

● Decision Points
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Slide 5 FCS GROUP

Why Are Rate Studies Important?

● Revenues need to cover utility costs
● Quantifies policies, priorities, and initiatives
● Tells the “true” cost of providing service

● Communicates impact of financial decisions
● Public meetings

Your Utility Is An Enterprise Fund

Transparency
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Slide 6 FCS GROUP

Introduction to Utility Rate Making
● Utility rates are set to recover the cost of providing service

● Operating costs (regular / ongoing)
» Employee salaries and benefits
» Routine inspections & maintenance
» Professional services
» Utilities / power / fuel

● Capital costs (periodic)
» Infrastructure replacement
» Facility expansions and upgrades

Year 1 Year 2 Year 3 Year 4 Year 5

Operating Capital
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Slide 7 FCS GROUP

Common Components of a Rate Study

● Revenue Requirement
What revenue adjustments are needed to cover each utility’s 
costs?

● Cost of Service Analysis
Do the utility’s rates recover costs equitably from customers?

● Rate Design
How should revenue be collected by customer?
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Slide 8 FCS GROUP

Study Foundation

Forecast 
Basis

FY 2023 Budget

Operating 
Reserve Target
30 days O&M

Customer
Growth

0.7% - 0.8%
Annual Increase

Expense
Inflation

3.0% to 8.0% 
annual cost 

inflation

Capital Funding 
Target

$1 million 
annually
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Revenue 
Requirement
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Water Utility Baseline
M

illi
on

s

FY2023 FY2024 FY2025 FY2026 FY2027 FY2028
$ -

$ 1

$ 2

$ 3

$ 4

$ 5

$ 6

$ 7

Operating Expenses Outstanding Debt
Available for Capital Costs Revenue Under Current Rates

Operating Costs: $4.5 - $5.8 million
Outstanding Debt: No debt service

Revenues: $5.3 - $5.5 million

Operating Surplus/(Deficit): $830k - 
($300k)
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Sewer Utility Baseline
M

illi
on

s

FY2023 FY2024 FY2025 FY2026 FY2027 FY2028
$ -

$ 1

$ 2

$ 3

$ 4

$ 5

Operating Expenses Outstanding Debt
Available for Capital Costs Revenue Under Current Rates

Operating Costs: $3.35 - $4.3 million
Outstanding Debt: $35k annually

Revenues: $2.9 - $3.0 million

Operating Surplus/(Deficit): ($490k) - 
($1.35 million)
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Cash Flow Under Current Rates
M

illi
on

s

FY2023 FY2024 FY2025 FY2026 FY2027 FY2028
$0.0

$0.5

$1.0

-$0.5

-$1.0

-$1.5

-$2.0
Water Sewer Combined
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Slide 13 FCS GROUP

Proposed Rate Increases (FY 2024 – FY 
2028)

● Water:
» Service Charges: 3.5% across the board (ATB) annual 

increases
» Subscription Charges: 3.5% annual increases

● Sewer:
» Service Charges: 9.5% across the board (ATB) annual 

increases
» Subscription Charges: 3.5% annual increases
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Water Utility After Increases
M

illi
on

s

FY2023 FY2024 FY2025 FY2026 FY2027 FY2028
$ -

$ 1

$ 2

$ 3

$ 4

$ 5

$ 6

$ 7

Operating Expenses Outstanding Debt
Available for Capital Costs Revenue Under Current Rates
Revenue After Increases

Operating Costs: $4.5 - $5.8 million
Outstanding Debt: No debt service
Revenues: $5.3 - $6.5 million
Operating Surplus/(Deficit): $830k - 
$690k
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Sewer Utility After Increases
M

illi
on

s

FY2023 FY2024 FY2025 FY2026 FY2027 FY2028
$ -

$ 1

$ 2

$ 3

$ 4

$ 5

Operating Expenses Outstanding Debt
Available for Capital Costs Revenue Under Current Rates
Revenue After Increases

Operating Costs: $3.35 - $4.3 million
Outstanding Debt: $35k annually
Revenues: $2.9 - $4.6 million
Operating Surplus/(Deficit): ($490k) - 
$280k
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Combined Cash Flow After Increase
M

illi
on

s

FY2023 FY2024 FY2025 FY2026 FY2027 FY2028
$0.0

$0.2

$0.4

$0.6

$0.8

$1.0

$1.2

-$0.2

-$0.4

-$0.6
Water Sewer Combined
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Cost of Service
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Slide 18 FCS GROUP

Cost of Service Objectives

● Allocate individual line items to hauled or piped utility costs

● Compare costs to serve customer classes with revenue collection

● Make changes to rate to achieve cost of service results
» Typically changes of less than 5% do not require an adjustment

Expense Allocation Factor % 
Hauled

% Piped

Admin Based on customer 
counts

75 25

Hauled Budget All to hauled 100 0
Piped Budget All to piped 0 100
Water Treatment 
Budgets

Based on water 
consumption

35 65

Sewer Lagoon 
Budgets

Based on sewer 
disposal

47 53
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Slide 19 FCS GROUP

Water Cost of Service

Piped
39%

Hauled
61%

Cost of Service Allocation

Piped
37%

Hauled
63%

Current Rate Revenue Collection

● Current shifts in Cost of Service less than +/- 5 percent
● No changes in revenue collection between classes recommended
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Slide 20 FCS GROUP

● Current shifts in Cost of Service less than +/- 5 percent
● No changes in revenue collection between classes recommended

Sewer Cost of Service

Piped
31%

Hauled
69%

Cost of Service Allocation

Piped
32%

Hauled
68%

Current Rate Revenue Collection
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Rate Design
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Current Hauled Rate Design (Water Zone 1)
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Current Hauled Rate Design (Water Zone 2)
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Current Hauled Rate Design (Sewer)
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Rate Design Objectives

● Determine costs based on actual cost to provide service
» Incorporate distance-based rates

● Consolidate rate schedule

● Provide additional transparency for customers

● Ease staff time in billing related tasks

Page 26 of 40



Slide 26 FCS GROUP

Explanation of Proposed Zones
● Based on distance from nearest water treatment plant or distance to 

nearest sewer drop-off
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Proposed Water Zones
Zone 1
32%

Zone 2
49%

Zone 3
2%

Zone 4
6% Zone 5

11%
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Slide 28 FCS GROUP

Water Tank Size (Accounts)

354

772

83

14

500 gallons or under 501 - 1,000 gallons
1,001 - 2,000 gallons Above 2,000 gallons
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Slide 29 FCS GROUP

Water Pick-Up Frequency by Gallon Distribution

165186

3
500 or Less

1-2 per month 1-2 per week 3-4 per week

391373

8
501 - 1,000

1-2 per month 1-2 per week 3-4 per week

4337

3
1,001 – 2,000

1-2 per month 1-2 per week 3-4 per week

4

7

3

Over 2,000

1-2 per month 1-2 per week 3-4 per week
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Proposed Sewer Zones Zone 1
15%

Zone 2
50%

Zone 3
35%
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Sewer Tank Size (Accounts)

327

811

130

23

500 gallons or under 501 - 1,000 gallons
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Sewer Pick-Up Frequency by Gallon Distribution

181145

1
500 or Less

1-2 per month 1-2 per week 3-4 per week

430372

9
501 - 1,000

1-2 per month 1-2 per week 3-4 per week

7256

2
1,001 – 2,000

1-2 per month 1-2 per week 3-4 per week

8

9

6

Over 2,000

1-2 per month 1-2 per week 3-4 per week

Page 33 of 40



Slide 33 FCS GROUP

Comparison of Charges

Compone
nt

Current Proposed

Tank Size Rates for 100 – 12,000 gallon 
tanks

Normalized to 1,000 gallons
Based on pumping time

Frequency Monthly – 4 times per week Charged based on trips per 
month

Zones 2 water zones
1 sewer zone

5 water zones
3 sewer zones
Based on average time to 
zone
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Example of Charge Development

Page 35 of 40
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Rate Schedule (Includes Increases)

Water Rate 
Design

Zone 1 Zone 2 Zone 3 Zone 4 Zone 5

Delivery Charge $36.93 $39.83 $44.44 $45.20 $50.52
Cost per 1,000 
gallons

$27.36

Sewer Rate 
Design

Zone 1 Zone 2 Zone 3

Haul Away Charge $28.90 $30.60 $33.40
Cost per 1,000 
gallons

$7.13
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Sample Customer: 500 gallons 2x 
Month
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Sample Customer: 1,000 gallons 1x Month
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Decision Points
● Piped Customers

» Water: 3.5% ATB annual rate increases
» Sewer 9.5% ATB annual rate increases

● Hauled Customers
» Water

– 3.5% ATB annual rate increases
– Adopted new rate design (includes 3.5% annual rate increases)

– ATB increases after FY 2024
» Sewer

– 9.5% ATB annual rate increases
– Adopted new rate design (includes 9.5% annual rate increases)

– ATB increases after FY 2024

● All customers
» 3.5% annual subscription charge increases
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Thank you! 
Questions?

 

www.fcsgroup.com

Angie Sanchez Virnoche
Principal

(425) 336 - 4157
AngieS@FCSGroup.com

Chase Bozett
Project Consultant

(425) 615 – 6235 
ChaseB@FCSGroup.com
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