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City of Bainbridge Island and Kitsap Public Utility District Water 
System Cost Comparison 

 

Introduction 

 

The task of this subcommittee was to review available financial material from both the 
City of Bainbridge Island (COBI) and the Kitsap Public Utility District (KPUD) and 
provide recommendations regarding the proposal to transfer the COBI Water Utility to 
KPUD 

To accomplish this task, the committee members met with the KPUD and reviewed 
financial projections they had prepared in anticipation of the possible transfer. KPUD 
also provided other requested material to aid in the direct comparison. For the COBI 
figures, the subcommittee used material provided by the city finance director and 
material extracted by members of the committee.   

The approach taken by the subcommittee compared specific key figures that provided 
a valid comparison between the two utilities for the cost of operating the COBI water 
system and resulting rates. This report compares:  rates, costs of providing service, full 
time equivalent employees used to provide water service, and comments on capital 
projects. 

 

 

 

 

 

 

 

 



 

Rate Comparison 

This portion of the study involved doing a direct comparison of the actual rates charged 
by COBI with the actual rates charged by the KPUD. The KPUD charges all of its 
ratepayers the same rate so it was possible to use actual figures from the PUD for the 
comparison. The subcommittee also assembled representative rates from other similar 
utilities. 

KPUD proposed 2010 rates for a typical household using 800 cubic feet of water per 
month are $27.21. This excludes the 5% State and 6% COBI Public Utility Taxes. 

current 2010 monthly rates for the same consumption are $55.82 and $61.58 
with the FCS Proposed Rate Structure and Rates (excluding the same State and COBI 
Public Utility Taxes). The KPUD rates for larger meter sizes and varied consumption 
levels are detailed on their web site. www.KPUD.org. The rates for COBI service are 
205% - 226% higher than the KPUD rates depending on whether you use the current 
COBI or FCS proposed rates.   

The subcommittee also compared the COBI rates with other similar regional water 
utilities. A detailed table of that comparison is attached. Adjustments were not made to 
fine-tune the comparisons. Each of the other utilities was substantially lower in their 
rates than the COBI (see attached table). The average of all the area utilities in the 
comparison was $51.86 for a two-month period. The COBI rate is $111.64 (excluding 
State and COBI utility taxes) for a comparable period and amount of water.  

Conclusions:   Based on a comparison, the rates offered by KPUD are substantially 
lower than those offered by COBI. The rates charged by a number of similar area 
utilities are also substantially lower than those of the COBI. 

 

 

 

 

 

 

 

 



 

 

Operating Cost Comparison 

It is always useful to compare the operating costs of two similar organizations 
performing the same task as a way of determining their relative efficiencies. The 
subcommittee did this using budgeted costs provided by the COBI and projected costs 
provided by the KPUD. A revealing comparison is to look at the total operating costs of 
both organizations to operate the COBI water system. The total budgeted operating 
costs for the COBI water system for 2009 (most current available) as provided by the 
director of finance are $1,729,275. The total projected operating costs for the same 
system by the KPUD are $460,575. A useful comparison is to compare these costs on a 
ratepayer basis. Assuming 2200 ratepayers over 12 months in a typical year, the 
monthly cost per ratepayer for the COBI system is $65.50. For the KPUD system, this 
figure is $17.44. The costs compared include all direct and indirect costs for all classes 
of service and cumulative consumption levels over time but does not include capital 
costs that are addressed in a separate section of this report. 

Conclusions:  The KPUD is able to provide substantially lower rates because it has a 
lower cost structure. The subcommittee believes this is largely due to the operating 
efficiencies gained from economies of scale and supported by system automation. 
Additional comments relating to the source of the differences may be found in the 
November 2008 white paper prepared by Mark Dombroski and Randy Witt. 

 

 

 

 

 

 

 

 

 

 



 

Comparison of Full time Employees (FTE) 

The operating efficiencies of any system are frequently revealed by comparing the 
number of employees required to run the operation. The subcommittee compared the 
Full time Equivalent Employees, or FTEs, of both systems. The term FTE is useful 
because employees frequently divide their time between more than one function.   

Based on material provided by the COBI finance director, a member of the UAC 
developed a list of employee at the COBI, and was able to determine the number of 
FTEs at the COBI devoted to the operation of the water system. (See attached 
document) 

The resulting report showed that the COBI allocates a total of 9.74 FTE to the operation 
of the water system. A total of 73 employees of the COBI are charging time to the water 
system. These charges range from 100% to as little as 1% of the employees time.  

The KPUD provided the subcommittee a projected employee allocation. They have a 
total of 40 employees in their organization. To incorporate the COBI water system into 
their overall system, KPUD will add 2.09 FTEs, or an equivalent of 2 additional 
personnel. 

Conclusions:  The KPUD can operate the COBI water system with a significantly lower 
labor cost than the city. The subcommittee concluded that this was due to the 
economies of scale provided by an organization primarily focused on the operation of 
water systems supplemented by extensive system automation. These conclusions are 
consistent with the results of the direct cost comparison. 

 

 

 

 

 

 

 

 

 



Capital Costs 

The KPUD is still early in the process of investigating the details of the COBI system. 
Preliminary comments from them indicate they expect to be able to maintain the COBI 
system at a substantially lower cost than is projected in the COBI capital facilities plan. 
A great deal of this cost reduction comes from being able to operate the system as part 
of a larger water system by establishing interconnections where appropriate. They have 
also commented that the large line item listed for the High School Reservoir appears to 
be completely unnecessary.   

The rates proposed by the KPUD include an annual accumulation of approximately 
$400,000 for capital projects. This is based on a 40-year useful life of assets and a 
1.5% annual charge. 

Conclusions:  It is too early to reach any definitive conclusions about comparative 
capital costs but KPUD appears to be on track to offer a significant savings for this part 
of the system  

 

Overall Conclusions 

The subcommittee reached the following conclusions from its investigation and analysis. 

1.  The KPUD offers significant operating efficiencies over the COBI for the 
operation of the COBI water system. These operating efficiencies appear in the 
rates they are able to offer to the system users or ratepayers. These operating 
efficiencies are due in large part to economies of scale provided by a largely 
single purpose organization with over 13,000 ratepayers.   

2. The finding of the subcommittee and the resulting recommendations are 
consistent with the November 2008 analysis of the COBI utilities prepared by 
Dombroski, Witt and Newkirk. 

 

 

 

 

 

 



 

Utility Advisory Committee Report and  Recommendation to the Bainbridge Island 
City Council Regarding the Kitsap Public Utility District Preliminary Assessment 
of Feasibility of Transferri
and Associated Due Diligence to Accomplish the Same 

 

The City of Bainbridge Island City Council directed to City Manager to contact the KPUD 
and request that they begin the due diligence process necessary prior to submitting a 
formal offer to transfer the City water system. This is in process. The Utility Advisory 
Committee concurs with this course of action and encourages the city council to insure 
that necessary staff cooperation is received to facilitate this process being completed on 
or before August 31, 2010. A UAC subcommittee is submitting this report of findings 
and conclusions for your consideration. Once the proposal from KPUD is conveyed to 
the city the UAC is available to review and make additional recommendations to council.   

Respectfully submitted this day Thursday June 10, 2010 

 

 

 

UAC Committee        Date 
By Andy Maron/ Chair 
 

 

 

 

 

 

 

 

 

 



Related Comments on Utility Taxes Utility Taxes 

The City currently levies a 6% Utility Tax on all its Utility Customers as allowed by state 
statute but does not collect the same tax from other Island Water utilities nor properties 
served by private or shared wells. This results in a disproportionate portion of the cost of 

ing born by the disadvantages few customers of the 
Winslow Utility systems. KPUD and others run the many water utilities that serve 
Bainbridge Island which are currently not subject to these COBI Utility Taxes. If the 
Water Utility is transferred to another agency to own and operate we do not believe it 
fair, just or reasonable for COBI to continue to levy these taxes on the select few 
residents that are the results of this change. If these funds are required to maintain and 
operate the City, they should be collected from the entire island population. Additional 
evaluation should be made to determine if these taxes can justifiably be applied over a 
select few residents of a City, if this was the intent of the law as it was written, and if the 
funds are absolutely critical to the fiscal viability of the City, what other means there 
might be to collect such fees on a more Island Wide level.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



List of attachments: 

1.  Rate Comparison 

A. List of comparable utilities prepared by Doug Dow 

B. Rates provided by KPUD 

C. South Bainbridge Water Rates 

2. Operating Cost Comparison 

A. COBI Summary Water Utility Fund (401) 

3. Total operating cost projection provided by KPUD. FTE Comparison 

A. COBI employee allocation sheet prepared by Sue Pederson and 
reviewed by Elray Konkel. 

B. KPUD projected FTE comparison sheet prepared by Bob Hunter 

 

 

 

 

 

 


















