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Overview

● FCS GROUP retained to complete a wastewater rate study and connection 
fee update
» 20-year plan providing a forward look of wastewater system needs

● Focus for today:
» Present key data inputs and assumptions
» Summary of initial findings

● Questions
● Next Steps
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Governing Statutes/Guidance
● Idaho Code Title 50, Chapter 10 Finances

» Section 1030(f) allows City’s “to prescribe and collect rates, fees, tolls or charges”
» Section 1032 “shall be and always remain self-supporting”
» Provide for all expenses of operation and maintenance of such works*, bonds and 

interest including reserves
● Connection Fees

» 2015 Idaho Supreme Court Ruling NIBCA* v. City of Hayden
» Identifies methodology to calculate connection fees - Loomis v. Hailey
» Does not allow for including future facility costs

*  The term “works” shall include water, systems, drainage systems, sewerage system…….
NIBCA =   North Idaho Building Contractors Association
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Overview of Rate Study

Long-Range Financial 
Planning Model

Debt Service

O&M Costs

Capital Needs

Cash Reserves

Fiscal Policies

Monthly Rates

Misc. Fees

Connection Chg.

Cash Reserves

Debt Proceeds

Craft a multi-year rate and financing plan to support the 
operations and capital needs of the utility

Cash Needs Resources
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Revenue Requirement Overview
● Multi-year financial plan and rate forecast

● Determines revenue necessary to meet all obligations

● Develop capital funding plan
» Identify annual capital needs – maintain ongoing system reliability/sustainability
» Identify internal/external funding resources – reserves/rates/connection fees/debt
» Rate stability – timing/prioritization

● Evaluates sufficiency of current rates on a self-supporting basis

● Craft annual rate implementation strategy
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Forecast Basis
Study Period: 2024-2030
Budget FY 2024 used as    

baseline

Financial Forecast Key Assumptions

Customer
Growth

5.0% annually 
(200-265 new units/year)

Operating Reserve Target

90 days of OpEx
($512K - $725K)

Existing 
Debt Service

$138K per year

Add’l OpEx Costs
WWTP (1); Reuse (1) operator

Farm & WWTP O&M 
(~$300K) 

Capital Plan
2024-2030

$89.1 M
 (escalated to year of construction)

Expense
Inflation

3.0% to 5.0% annual cost 
inflation

Annual Fee Revenue

Rates ($2.9-$3.8 M)
Connection Fees ($1.5-$1.9M)
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Summary of 2024-2030 Capital Projects

Project Description
Total       

Current $
Total     

Escalated $
Wastewater Treatment Plant

Phase 1 - Lagoon & Svc Bldg Decommissioning 2,191,900$      2,257,657$        
Phase 2A - Plant 2 Construction (9,867 ERUs) 62,453,600      67,250,880        
Phase 2B - Existing Influent PS Offline & Farm PS Recyc. Wtr Expansion 2,313,000        2,490,670         
Phase 2C - Sludge Pond Removal 2,480,900        2,751,611         
Phase 2D - Phosphorus Removal 5,157,400        6,068,523         
Phase 3 - Plant 2 Expansion Part 1 Construction (12,250 ERUs) -                  -                   
Phase 4 - Plant 2 Expansion Part 2 Construction (13,467 ERUs) -                  -                   

Recycle Water Land Application
Farm Expansion 4,080,000        4,328,472         
Farm Equipment 1,130,000        1,234,782         

WWTP Other (equipment/rehab/studies/testing) 691,198           738,847            
Collection Other

Lift Stations 610,450           676,964            
Equipment/Maint 69,439            70,034              
PW Shop 1,000,000        1,190,577         

Total All 82,177,887$    89,059,015$      

About 2032
About 2036

Future Investment

Dependent on Farm Expansion

Future Expansion
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Capital Improvement Projects 2024-2030
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WWTP Recycled Water Collection - Other

● $89.1 million total capital costs
» $81 million for WWTP Phase 1 and 2 

construction 
» Project driven by regulatory requirements

● Funding Sources
» Existing reserves, rates and connection 

fees (24%)
» New debt issue $68 million in 2026

– Revenue bond, 20-year term, 4.5% 
interest

– 3-years interest only $3.4 million/year
– Full principal and interest in 2029 $6.4 

million
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Revenue Requirement Summary
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 Operating Expenses  Existing Debt Service

 New Debt Service  Total Existing Revenue

● Existing revenue funds
» Current and planned operating costs
» Current debt service obligations
» ~$750K annual capacity available for 

capital/reserve funding
● Rate increase required in 2026 

when interest only payments begin 
● Additional rate pressure in 2029 

when full principal and interest due 

2026-2028 interest only $3.4 
million/year
2029 Principal and interest begins 
@ $6.4 million/year
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Bill and Fee Impacts

Existing 2025 2026 2027 2028 2029 2030

System Wide Increases 34.00% 34.00% 12.80% 12.80% 12.80% 2.50%
Sample Bill [1] $53.71 $71.97 $96.44 $108.79 $122.71 $138.42 $141.88
$ Difference $18.26 $24.47 $12.34 $13.92 $15.71 $3.46

2025 2026 2027 2028 2029 2030
Monthly Rates [2]

Fixed Rate $42.01 $56.29 $75.43 $85.09 $95.98 $108.27 $110.97
Use Rate
per 1,0000 gallons $3.90 $5.23 $7.00 $7.90 $8.91 $10.05 $10.30

[1] Assumes 3,000 gallons billed flow based on monthly average (Nov. to Mar.)
[2] Rate increases shown applied the same percentage increase to both the fixed and use rates. 
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Alternative Rate Adjustment Scenarios
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Scenario Summary - Baseline
Scenario CIP Total Debt

A Baseline / CF Current Full CIP 68,000,000$   

Annual Rate Increase 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 0.0% 34.0% 34.0% 12.8% 12.8% 12.8% 2.5%

SF Sample Bill 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 53.71$                   71.97$           96.44$           108.79$         122.71$        138.42$        141.88$        

CF = Connection Fee ; CIP = Capital improvement projects

Current connection Fee $7,016 per equivalent dwelling unit 
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Scenario Summary - B

CF = Connection Fee ; CIP = Capital improvement projects

Scenario CIP Total Debt
A Baseline / CF Current Full CIP 68,000,000$   
B Baseline / CF $15K Full CIP 61,000,000$   

Annual Rate Increase 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 0.0% 34.0% 34.0% 12.8% 12.8% 12.8% 2.5%
B Baseline / CF $15K 0.0% 34.0% 34.0% 10.0% 10.0% 10.0% 2.5%

SF Sample Bill 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 53.71$                   71.97$           96.44$           108.79$         122.71$        138.42$        141.88$        
B Baseline / CF $15K 53.71$                   71.97$           96.44$           106.09$         116.69$        128.36$        131.57$        

• Connection Fee increased to $15K
• Accumulation of connection fee revenue allows 

for reduced amount of debt and lower proposed 
rates on  back end of plan
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 Scenario CIP Total Debt
A Baseline / CF Current Full CIP 68,000,000$   

C Reduce CIP/ CF $11K No 2D/Farm Equip 63,000,000$   

Annual Rate Increase 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 0.0% 34.0% 34.0% 12.8% 12.8% 12.8% 2.5%

C Reduce CIP/ CF $11K 0.0% 34.0% 28.0% 12.0% 12.0% 12.0% 2.5%

SF Sample Bill 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 53.71$                   71.97$           96.44$           108.79$         122.71$        138.42$        141.88$        

C Reduce CIP/ CF $11K 53.71$                   71.97$           92.12$           103.18$         115.56$        129.43$        132.66$        

Scenario Summary - C

CF = Connection Fee ; CIP = Capital improvement projects
2D CIP = Phosphorus removal ~$6M in year 2029-2030

• Connection Fee increased to $11K
• Remove CIP ($6M) reduces amount of debt required
• Accumulation of connection fee contributes to reduced 

debt and lower proposed rates in 2026-2029
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Scenario CIP Total Debt
A Baseline / CF Current Full CIP 68,000,000$   

D Growth 8% / CF $10K Full CIP 60,500,000$   

Annual Rate Increase 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 0.0% 34.0% 34.0% 12.8% 12.8% 12.8% 2.5%

D Growth 8% / CF $10K 0.0% 34.0% 15.5% 10.0% 10.0% 10.0% 2.5%

SF Sample Bill 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 53.71$                   71.97$           96.44$           108.79$         122.71$        138.42$        141.88$        

D Growth 8% / CF $10K 53.71$                   71.97$           83.13$           91.44$           100.58$        110.64$        113.41$        

Scenario Summary - D

CF = Connection Fee ; CIP = Capital improvement projects

• Connection Fee increased to $10K
• Growth rate from 5% to 8% per year
• Additional revenue from rate revenue and connection fee 

revenue reduces amount of debt required
• Additional revenue allow for lower proposed rates in 2026-2029
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Scenario CIP Total Debt
A Baseline / CF Current Full CIP 68,000,000$   

E Loan / CF $10K Full CIP 62,500,000$   

Annual Rate Increase 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 0.0% 34.0% 34.0% 12.8% 12.8% 12.8% 2.5%

E Loan / CF $10K 0.0% 34.0% 14.0% 14.0% 14.0% 14.0% 2.5%

SF Sample Bill 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 53.71$                   71.97$           96.44$           108.79$         122.71$        138.42$        141.88$        

E Loan / CF $10K 53.71$                   71.97$           82.05$           93.53$           106.63$        121.56$        124.60$        

Scenario Summary - E

CF = Connection Fee ; CIP = Capital improvement projects

• Connection Fee increased to $10K
• Access to low cost debt (lowers debt service payment)
• Accumulation of connection fee contributes to reduced amount 

of debt.
• Level rate increases (2026-2029) as optional rate path
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Scenario Summary

CF = Connection Fee ; CIP = Capital improvement projects
2D CIP = Phosphorus removal ~$6M in year 2029-2030

Scenario CIP Total Debt
A Baseline / CF Current Full CIP 68,000,000$   
B Baseline / CF $15K Full CIP 61,000,000$   
C Reduce CIP/ CF $11K No 2D/Farm Equip 63,000,000$   
D Growth 8% / CF $10K Full CIP 60,500,000$   
E Loan / CF $10K Full CIP 62,500,000$   

Annual Rate Increase 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 0.0% 34.0% 34.0% 12.8% 12.8% 12.8% 2.5%
B Baseline / CF $15K 0.0% 34.0% 34.0% 10.0% 10.0% 10.0% 2.5%
C Reduce CIP/ CF $11K 0.0% 34.0% 28.0% 12.0% 12.0% 12.0% 2.5%
D Growth 8% / CF $10K 0.0% 34.0% 15.5% 10.0% 10.0% 10.0% 2.5%
E Loan / CF $10K 0.0% 34.0% 14.0% 14.0% 14.0% 14.0% 2.5%

SF Sample Bill 2024 2025 2026 2027 2028 2029 2030
A Baseline / CF Current 53.71$                   71.97$           96.44$           108.79$         122.71$        138.42$        141.88$        
B Baseline / CF $15K 53.71$                   71.97$           96.44$           106.09$         116.69$        128.36$        131.57$        
C Reduce CIP/ CF $11K 53.71$                   71.97$           92.12$           103.18$         115.56$        129.43$        132.66$        
D Growth 8% / CF $10K 53.71$                   71.97$           83.13$           91.44$           100.58$        110.64$        113.41$        
E Loan / CF $10K 53.71$                   71.97$           82.05$           93.53$           106.63$        121.56$        124.60$        
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Affordability 
● Funding agencies consider affordability using applicant’s utility rates 

and median household income (MHI)
» Systems may be eligible for hardship funding (grant or forgivable loan) if 

rates rise above a certain affordability percentage
» Common to see eligibility range of 2.0% - 2.5% of MHI

● Middleton MHI: $68,947
» Current sample bill of $53.71, results in 0.89% of MHI 

– MHI adjusted by 10-year CPI average of 2.74% per year
» With proposed rate increases affordability metric ranges from 0.89% in 

2024 to 1.99% in 2030
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2023/2024 Jurisdictional Monthly Rate Survey

 $-

 $20.00

 $40.00

 $60.00

 $80.00

 $100.00

 $120.00
Middleton proposed fee increases: 
2025 sample bill $71.97
2026 sample bill $96.44
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Connection Fee Update
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Connection Fee Update
● One-time fee for new connections, not ongoing rates
● Represents value of share of system capacity that the new user will utilize
● Fee to be used for capital related obligations only
● Follows methodology identified in 2015 Idaho Supreme Court ruling

NIBCA v. City of Hayden Methodology

Gross Present-Day Replacement Value of System  

Less: Bond Principal Outstanding

Less: Unfunded Depreciation

= Net System Replacement Value for the Current Year

÷ Number of Users Current System Can Support 

= Total Connection Fee per EDU/MCE

Notes: NIBCA =   North Idaho Building Contractors Association
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Key Components
● Gross present day replacement value of system ($144.8 million)

» Asset register provided initial inventory of assets providing service
–  $30.29 million used in 2018 valuation
– Collection lines and lift stations appeared undervalued

» Missing data compiled to supplement inventory of assets with current replacement cost
– Current day replacement cost calculated by applying ENR –CCI* 

● Less: outstanding bond principal ($2.1 million)
» Represents the unpaid value of the system
» Ensures customers not paying twice in rates and capacity fees
» One (1) outstanding debt issue – USDA Loan 92-02

*  ENR-CCI = Engineering News Record Construction Cost Index (20-City) 
** EDUs = equivalent dwelling units
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Key Components (cont.)
● Unfunded depreciation ($15.6 million)

» Calculation not specified in Supreme Court Decision
» Most common to use original cost accumulated depreciation

● System capacity
» Determines the number of users the system can support (EDUs**)
» EDU calculated as 202 gallons per day/EDU
» 8,064 current system EDU capacity (grit screens limiting capacity)

*  ENR-CCI = Engineering News Record Construction Cost Index (20-City) 
** EDUs = equivalent dwelling units
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Sewer Connection Fee Calculation
● Calculation is maximum charge 

allowable at this time
● Current connection fee: $7,016 per 

EDU
● Phase 3 & 4 WWTP expansion will 

increase capacity, affecting fee
» Phase 1 & 2 (9,867 EDUs)
» Phase 3 (12,250 EDUs)
» Phase 4 (13,467 EDUs)

● In anticipation of upcoming changes, 
fee increase in $10-11K is in range

● Update fee as capital constructed 
and debt issued

Total

Land $3,259,600
WW Treatment Plant 19,772,700
Lift Stations 2,555,200
Collection 117,575,100
General 1,636,300
Total Gross Replacement Value $144,798,900 

Less: Bond Principal (outstanding) (2,105,400)

Less: Original Cost Accumulated Depreciation (15,585,800)

Net System Present Day Replacement Value $127,107,800

System Capacity EDU (1.63 MGD; 202gpd/EDU) 8,064

Total Connection Fee per EDU $15,762
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2023/2024 Jurisdictional Connection Fee Survey

Notes: Payette Lake Recreational W/S District study can support a higher fee ~$13,700. 
Boise updating fee.  Current and new fee includes an equivalent assessment fee charged per square foot of lot
Fees assume 1” meter  
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Next Steps 

● Incorporate feedback from Council on initial rate strategy
» Run additional rate strategy scenarios?

● Connection fee 
» Input on calculated fee
» Direction on fee level or phase in of fees

● Fee adoption – October 1, 2024
● Consideration of impact fee study
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Thank you! 
Questions?

 
Angie Sanchez Virnoche

425.336.4157
angies@fcsgroup.com 

www.fcsgroup.com
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