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10  Executive Summary

In 2006,the City of Prineville adopted an Updaed Wastewater Master Plan, daed
November 2005,which identifies anticipated wastewater facility needsthrough
development of acommunity of approximately 36,000residents. The City last updaed
the Wastewater System Development Charge (SDC) methodobgy in 1997,and increased
SDCsin 2006usng an inflationindex to accountfor changes in congruction cods. In
2006,the City engaged GEL Oregon Inc. to updae the City® Wastewater SDC
methodobgy and rates to reflect adequae funding to condruct facility needsidentified in
the Updaed Master Plan. Thisreport presents an updaed SDC methodobgy, doauments
the calculation of Wastewater SDC rates, and identifies projects to befunded from SDC
revenues.

GEL consdered dternaive methodsnoted within thereport to identify themod equitable
and suppotable SDC to providethe necessary funding to complete planned
improvements. GEL also consdered implicationsresulting frominfiltration and inflow (1
& |) improvements onthe capecity of treatment plant facilities. An additiond
congderationin theevauaionis therecent significant City investment in treatment
facilities.

Dueto thelargedollar cog of treatment facilities and unaertainty to thetiming of future
improvements, and the current accel erated pace of development, the combinaionhybrid
method was determined mog equitable and suppotable. Andto facilitate easier
administration of the City® SDC program, induding reimbursement for develope
initiated improvements, the wastewater SDC improvement fee is segregated into two
components; treatment plant improvements and collection system improvements.
Additiondly, dueto apotential significant redudion in flow to thetreatment plant anda
corresponding redudion in necessary treatment facilities, | and | improvements have been
induded in the SDC reimbursement fee.

Thecalculated maximum SDC is based on the cod to complete improvements to serve an
estimated popuktion of 36,000at the current service level (315gdlonspe day pe
equivalent residential unit). However, therecommended cal culated maximum SDC
utilizesaflow of 260gpdERU tha indudesinvestmentin | and | improvements to
reduce flow to treatment facilities. The maximumwastewater SDC for treatment facilities
designal for the current flow per ERU is$10562 This amountindudes interim
treatment improvements, discussed later in thereport. The maximum SDC, excluding the
cog of interim improvements, is $9,862. The maximum SDC utilizing reduced flow of
260gpdERU is$8,677.

Thefollowing table shows the cal culated maximum amountof SDCs, and the various
components, as discussed above
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Table 1
Wastewater SDC

315 gpd/EDU 315 gpd/EDU 260 gpd/EDU

with Interim without Interim  without Interim

Description Improvements Improvements Improvements
Improvement fee

Treatment expansion $ 8,282 §$ 7,602 $ 5,749

Collection improvements 1,488 1,488 1,488
Improvement fee total 9,770 9,091 7,238
Reimbursement fee

Treatment 484 484 960

I & I reduction improvements - - 226
Reimbursement fee total 484 484 1,186
Administration fee 308 287 253
Total Wastewater SDC $ 10,562 $ 9,862 $ 8,677
Difference over/(under) 260 gpd/EDU $ 1,885 1,186 NA
Difference over/(under) 315 gpd/EDU w/o interir $ 700 NA $ (1,186)
Difference over/(under) 315 gpd/EDU w/ interim NA (700) $ (1,885)

To maximize cod/benefit of | and | improvements, further study and andysisis
appropriate and recommended, and it mug be noted tha such improvements may or may
notresult inthereduced flow utilized in this evaluaion. The SDC in this repott should be
adjuded to reflect thecogsidentified in the plan together with the more accurate estimate
of flow redudions Further discussion of the ben€fits of funding | and | improvements
and thekey elements of tha study and plan are provided in section 4.1 of this report.

GEL recommendsthe City utilize the methodobgy generating a maximum wastewater
SDC of $8,677 congsting of therate components noted aboveand initiate thel and |
study and plan in Summer/Fall 2007.Thel and | study and plan will require
approximately 18-24 monthsto complete and an adjugment to the SDC cal culation will
require approximately thirty (30) days.

20 Overview

The City of Prineville, Oregon continues to experience steady accel erated growth. As
new homes and commercial facilities are condructed in Prineville and its Urban Growth
Bounday (UGB), they place additiond demandsuponthe existing infrastructure and
require the construction of additiond municipd infrastructure to suppot the
development.
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In the community, citizens have contributed money throughtaxes, contributions debt,
and user feesto condruct theinfrastructure system elements tha make urban livingin the
City possible. These elements typicaly indudestreets; water treatment, storage and
distribution systems; wastewater collection, punmping and treatment systems; storm water
drainage systems and parks. The City of Prinevilleisthemunicipd entity tha hasthe
responsbility for the congruction and opeation of these infrastructure systems with the
exception of parks. Parks improvements and facilities are theresponsbility of the Crook
County Parks and Recreation District.

TheCity utilizes avariety of revenueand other resources to providefor the condruction
and opeaation of itsinfrastructure systems. These indude butare notlimited to, state gas
taxes, Crook County contributions franchise fees, developea contributions propety
owne contributions grants from federal and state sources, short- and long-term
borrowing, user fees and system development charges (SDCs). Thisreport addresses the
maximum amountof SDCs may becharged to suppot the congruction of Wastewater
Facilities that serve residents and others usng the City(3 wastewater system.

System Development Charges (SDCs) are onetime fees charged to new development to
hdp pay aportion of the cogs assodated with building capital facilities to meet needs
created by growth. In the state of Oregon SDCs are authorized for five types of capital
facilitiesinduding trangortation, water, sewer, stormwater, and wastewater.

Section 3.0 of this report presents authority and backgroundinformationinduding (1)
legidative authority for SDCs; (2) an explanation of Omprovement feeOand
Qeimbursement feeOSDCs; (3) requirements and optionsfor credits, exemptionsand
discounts; (4) guiding conaepts for SDCs and (5) dternaive methodobgy approaches.
Section 4.0 presents the methodobgy used to develop the updded Wastewater SDCs,
section 5.0 presents the calculation of Wastewater SDC Rates, and section 6.0 presents
recommendaionsand implementation issues and section 7.0 presents a summary of on-
going stepsto keep the SDC relevant.

3.0 Authority and Backgroundlnformation
A. Legidative Autharity

While SDCs have been in use in Oregonsince themid-1970's State legidation regarding
SDCswas not adopted until 1989 when the Oregon Systems Development Act (ORS
223297 - 223314 was passed. Thepurpo< of thisAct wasto "...providea uniform
framework for theimpostion of system development charges..”. In 1993 1999 and 2001
additiond statutory provisonswere added to address conaernsand clarify requirements
regarding SDCs. The SDC Act requires local govenments to:

¥Enact SDCs by ordinance or resolution;

¥Develop amethodobgy outlining how the SDCs were devel oped;

¥Adopta Capital Improvements Plan (CIP) to designde capital improvements tha may
befunded with Omprovement feeOSDC revenues,
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¥Provide credit agandg theamountof the SDC for the condruction of "qudified public
improvements’;

¥ Sepaately accountfor and repaort recel pt and expenditure of SDC revenues, and
develop procedures for chdlenging expenditures, and

¥Use SDC revenues only for cods related to capital expenditures (opeationsand
maintenance uses are prohibited).

B. Omprovement feeOand (Reimbursement feeOSDCs

The Oregon Systems Development Act provides for theimpostion of two types of SDCs:
(1) "improvement feeOSDCs, and (2) "'reimbursement feeOSDCs. "Improvement fee"
SDCs may be charged for new capital improvements tha will increase capeacity.
Revenues from "improvement fee" SDCs may be spent only on capecity-increasing
capital improvements identified in therequired Capital Improvements Plan (CIP) that
lists each project, and the expected timing and cog of each project.

(2) "reimbursement fee" SDCs may be charged for the cods of existing capital facilitiesif
"excess capacityOis available to accommodae growth. Revenues from "reimbursement
fees' may be used on any capital improvement project, induding maor repars, upgades,
or renovdionsor therepayment of indebtedness assodated with the system.

C. Requirements and Optionsfor Credits, Exemptions and Discounts

(1) Credits A creditisaredudionin theamountof the SDC for a specific development.
The OregonSDC Act requires tha credit be allowed for the congruction of a"qudified
public improvement” which (1) is required as a condition of development approvd, (2) is
identified in the Capital Improvement Plan, and (3) either is notlocated on or contiguous
to propety tha isthe subject of development approvd, or islocated onor coniguousto
such propety and isrequired to bebuilt large or with greater capecity than is necessary
for theparticular development project. The credit for a qudified public improvement may
only beapplied agang an SDC for the same typeof improvement (e.g., a Wastewater
improvement can only beused for a credit for aWastewater SDC), and may be granted
only for thecog of that portion of an improvement which exceedsthe minimum standard
facility size or capacity needed to serve the particular project. For multi-phase projects,
any excess credit may be applied agang SDCstha accruein subsequent phases of the
origind development project. In addition to these required credits, the City may, if it so
chooss, providea greater credit, establish a system providing for the trangerability of
credits, providea credit for a capital improvement notidentified in the Capital
Improvement Plan, or provide a share of thecod of an improvement by other means

(2) ExemptionsThe City may exempt certain types of development, such as Giffordable
housngCOfrom therequirement to pay SDCs. Exemptionsreduce SDC revenues and,
therefore, increase the amount tha mug come from other sources, such as user fees and
propeaty taxes.

(3) Discounts The City may discountthe SDC rates by choosng notto chargea
reimbursement fee for excess capacity, or by redudng the pottion of growth-required
improvements to befunded with SDCs. A discountin the SDC rates may also be applied
onapro-rata basis to any identified deficiendes, which mus to befundel from sources
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other than improvement fee SDCs. For example, the City may charge new development
an SDC rate sufficient to recover only fifty percent (50%) of identified growth-required
cods. Theportion of growth-required cogs to be funded with SDCs mug beidentified in
the CIP. Because discounts reduce SDC revenuss, they increase theamounts tha mug
come from other sources, such as user fees or genaa fundcontributions in order to
acquire thefacilitiesidentified in the Updaed Master Plan.

D. Guiding Concepts

The Oregon Revised Statutes providethe source of authority for theadopton of SDCs.
Thereis some dispute whether SDCs are also subject to therequirements of U.S.
Supreme Court cases; in patticular, Nollan v. California Coastal Commission and Dolan
v. City of Tigard. Morerecent U.S. Supreme Court cases, induding Eastern Enterprises
v. Apfel and Del Monte Dunesv. City of Monterey, and a20020regonCourt of Appeals
decisionin Homebuilders Assodation et a v. Tudatin Hills Park & Recreation District
suggest tha SDCs are not subject to the requirements of Nollan and Dolan. Nonehdess,
even if SDCs are not subject to Nollan and Dolan, the method described in this report
meets those requirements as follows:

(1) "Essential Nexus' Requirement

Ina1987 case, Nollan v. California Coastal Commission, the U.S. Supreme Court
established tha govanment agendes mug show tha an "essential nexus' (e.g.
reasonable connection) exists between a project's impacts and any dedication
requirements. For SDCs, the"essential nexus' requirement meansthere mug bea
reasonable connection between the nature of the development and thefacilities being
funded with the SDC revenues. For example, new parks are needed to serve the
recreation needs of new developmentin order to prevent overcrowding of existing
facilities and to meet the needsidentified in the City@ Updated Wastewater Master Plan;
therefore an Gessential nexusOexists between new development and the SDCs needed to
build wastewater system infrastructure improvements to serve new development.

(2) "RoughPropottiondity" Requirement

Initslandmark 1994decisionin Dolan v. City of Tigard, the U.S. Supreme Court cited
therequirement for "roughpropationdity” between the requirements placed ona
developea by govenment and theimpects of the development. This concept of rough
propottiondity is applied in SDCs by insuring tha new growth is notrequired to pay
(throughfees, exactions or taxes) to upgrade existing deficiendes or provide new
facilities beyond alevel "roughly propationae" with the extent of new development's
impact; SDCs can be charged only for the portion of capita facility codstha are
attributable to growth. As an example, if a City® Wastewater Updaed Master Plan calls
for doubing the City( treatment plant capacity during a twenty-year period, and fifty
percent (50%) growth is expected during tha peiod; new development can only be
charged afee sufficient to providefifty percent (50%) of the cos of theexpandead
treatment facilities and cannotberequired to pay the additiond expangon cods.
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E. Alternaive Methodobgy Approaches

There are three basic approaches used to develop improvement fee SDCs: Gtandads-
drivenQ Omprovements-drivenQ and @ombinaion/hybrdO

(1) Standads Driven Approach

The Gtandads-drivenOapproach is based on the application of Level of Service (LOS)
Standardsfor facilities such as treatment plant, collectionlines, etc. Facility needsare
determined by applying the LOS Standadsto projected future demand, as applicable.
SDC-dligible anounts are calculated based on thecods of facilities needed to serve
growth. This approach works best where level of service standadshave been adopted but
no specific list of projectsis available.

(2) Improvements-Driven Approach

The Gmprovements-drivenOapproach is based on a specific list of planned capecity-
increasing capital improvements. The portion of each project tha is attributable to growth
isdeermined, and the SDC-eligible cods are cal culated by dividing thetotal cogs of
growth-required projects by the projected increase in projected future demand, as
applicable. This approach works best where a detailed master plan or project list is
available and the ben€fits of projects can bereadily appottioned between growth and
current users.

(3) CombinaionMybrid Approach

The combinaionhybrid-approach indudes elements of both the Gmprovements drivenO
and Gtandads-drivenOapproaches. Level of Service standadsmay beused to creste a
list of planneal capacity-incareasing projects, and the growth required portionsof projects
are then used as thebasis for determining SDC ligible cods. This approach works best
where Levels of Service have been identified and the benefits of individud projects are
not easily appottioned between growth and current users.

4.0 Wastewater SDC Methodobgy

The CombinaionMybrid approach has been used to develop the updded Wastewater
SDC methodobgy. The City@ 2005 Updaed Wastewater Master Plan (Plan) indudes a
detailed inventory of existing City facilitiesin Chapter 4. Chgpter 7 provides an andysis
of wastewater treatment alternatives and recommendsand identifies specific additionsto
collection infrastructure and treatment facilities needed to meet City needsthroughthe
year 2026and beyond The Plan notes tha based on existing capecity and projected
development additiond treatment facilities will notbe needed untl 2013with initial
efforts onthat project beginning soone. Additiondly the Plan notes tha collection
facilities are at or exceed capecity.
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Subsequent discussions with City staff and ACE Conaulting (ACE istheengineering firm
tha prepared the Updaed Master Plan) indicate that additiond treatment facilities may
be necessary prior to 2013 if largedevelopment interests desire to proceed with ther
development plansprior to 2013 These discussions adso indicate tha the need for
additiond treatment facilities may be deferred if GlowOto the treatment plant is reduced
by performing infiltration and inflow improvements, such as dip lining collectionlines,
and redudng the amountof water entering the system throughinfiltration and inflows
(1&1). (See additiond discussion oninfiltration and inflow bd ow).

Necessary facility improvements identified in the Plan will beinduded as projectsin the
City@ Wastewater five-year Capital Improvement Plan as the expected need for them
occurs based uponupdded actud and projected development activity. Additiondly, dip
lining improvements and other significant repar and maintenance capital improvements
tha extend the useful life of the system will beinduded in the City@& five-year repar and
maintenance CIP based uponneed, available funding and capecity to complete projects.
Thefive-year CIP schedules should bereviewed and updaded annudly.

Wastewater facilities bendfit City resdents, busnesses, thar employees and cugomers,
and visitors. The methodobgy used to updae the City's Wastewater SDCs establish the
required Gessential nexusObetween a project@ impacts and the SDC by identifying
specific types of Wastewater facilities and andyzing the propationae need of each type
of facility for use by each type of development. The SDCsto be pad by a development
meet the"roughpropationdity” requirement because they are based on the naure of the
development and the extent of theimpact of the development on thetypes of treatment
and collectionfacilities for which they are charged. Theevaluaion best suppotsa
Wastewater SDC that is based on an equivalent dwelling unit (EDU) basis. Wastewater
SDCs may becharged to bath residential and nonresidential development. Each
residential unit represents asingle EDU, multi-family developments reflect a discounted
EDU factor resulting from less water entering the system from this type of residentia
development, and nonresidential development requires an andysis of domestic water
used and directed to the collection and treatment systems to determine EDUS.

An andysis was paformed to deermine the maximum Wastewater SDC unde existing
treatment flows per equivalent resdential unit (gpd/EDU) and areduced flow per EDU.
Thecurrent flow is 315gpdEDU. Per discussion in the updded master plan and
discussons with ACE and City staff and engineering conaultants a reduced flow of 260
gpdEDU ispossibleif existing | & | isdiminished by completing variouscollection
system improvements and less water consumption by new water cusomers dueto the
ingallation of reduced flow appliances.

The maximum Wastewater SDC for current condiionsis calculated at $10562per EDU.
Themaximum amountfor a system designed for 260 gpdEDU is $8,677, aredudion of
$1,885.The componants of the SDC are provided bdow in Table 2.
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Table 2
Wastewater SDC
315 gpd/EDU 315 gpd/EDU 260 gpd/EDU
with Interim without Interim  without Interim
Description Improvements Improvements Improvements
Improvement fee
Treatment expansion $ 8,282 §$ 7,602 $ 5,749
Collection improvements 1,488 1,488 1,488
Improvement fee total 9,770 9,091 7,238
Reimbursement fee
Treatment 484 484 960
I & I reduction improvements - - 226
Reimbursement fee total 484 484 1,186
Administration fee 308 287 253
Total Wastewater SDC $ 10,562 $ 9,862 $ 8,677
Difference over/(under) 260 gpd/EDU $ 1,885 1,186 NA
Difference over/(under) 315 gpd/EDU w/o interir $ 700 NA $ (1,186)
Difference over/(under) 315 gpd/EDU w/ interim NA (700) $ (1,885)

A treatment system designed for alower flow per EDU will result in significantly less
capital requirements, redudng thetreatment plant component by $2533 The savingsare
patialy offset by increasing thereimbursement fee for treatment resulting from
additiond capacity within theexisting system. Current estimated treatment capecity is
approximately 800EDUs. Reduang gpd pe EDU from 315to 260will increase existing
treatment capecity to approximately 1,921 EDUS, approximately 4-5 years based on
current development activity. A calculationfor 315 gpdEDU withoutinterim
improvements is provided for comparison purposs only. Based uponcurrent
development activity interim improvements are anticipaed to berequired if | and |
improvements are notinitiated to reduce flow and gpdEDU.

Collection system improvement cods are the samein either modd as are the nunber of
EDUs to serve a projected future popuktion of 36,000. Therefore, the collection system
improvement fee is the same in both modds. Additiondly, the260gpdEDU modd
indudes| and | reimbursement cogs. The calculated allocation of | and | cogs (72%)
represents the new EDUs to beadded to the system in relation to the existing number of
EDUs estimated within the system.

An administrative fee has been calculated at three percent (3%) of the combined
improvement and reimbursement fees. The administration fee calculation induded master
plan upddes each five years, upddes to thewastewater SDC methodobgy each five
years, andfinandal and planning department fee administration.
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Table 3

Improvement Fee - Treatment Plant Expansions
315 gpd/EDU 315 gpd/EDU 260 gpd/EDU

Phase I - level II (gpd) - interim improvement 570,000 - -
Less: capacity of improvements (570,000) - -
Phase II - level IV (gpd) 1,250,000 1,250,000 1,250,000
Phase III - level IV (gpd) 1,250,000 1,250,000 1,250,000
Phase IV - level IV (gpd) 1,250,000 1,250,000 -
Total gpd - build out capacity additions 3,750,000 3,750,000 2,500,000
Total cost of expansion projects $ 90,315,000 $ 82,905,000 $ 55,281,000
Needed capacity to serve at build out 3,435,138 3,435,138 2,543,872
EDU's build out - improvement fee only 10,905 10,905 9,784
SDC improvement fee - treatment build out $ 8282 §$ 7,602 $ 5,650
Maximum EDU's with plant expansion 11,905 11,905 9,615
SDC improvement fee - treatment max EDU $ 7,586 $ 6,964 $ 5,749
Table4

Treatment Plant Expansions
Capacity (gpd) Cost (2005) Cost (2007)

Lagoon expansion 570,000 7,175,000 7,410,000
SMR Plant - Phase | 1,250,000 24,954,000 25,772,000
SMR Plant - Phase Il 1,250,000 28,573,000 29,509,000
SMR Plant - Phase Il 1,250,000 26,748,000 27,624,000
87,450,000 90,315,000

Engineering News Record Index - November 2005 7,630

Engineering News Record Index - February 2007 7,880

Percentage change in ENR 3.28%
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Table 5
Improvement Fee - Collection System
EDU's - existing/new capacity to build out 11,705
Collection system costs $ 17,422,068
Cost per EDU $ 1,488
Table 6
Collection System Improvements
Project Improvements Cost
Railroad Interceptor 6,586 lineal feet ~ 6"-15" sanitary sewers $ 606,666
North Interceptor 5,811 lineal feet ~ 6"-15" sanitary sewers 2,073,050
776 gpm lift station
Pinkard Lane Railroad 1,405 lineal feet 10" sanitary sewers 178,892
Swamp Sewer 14,555 lineal fet ~ 8"-21" sanitary sewers 3,930,121
1128 gpm lift station
Colson & Colson/White Deer Ranch Sewer 5,394 lineal feet ~ 8"-21" sanitary sewers 902,793
Melrose - Bailey Interceptor Sewer 21,475 lineal feet 8"-36" sanitary sewer 3,239,026
Rimrock Park Interceptor Sewer 11,111 lineal feet 8"-36" sanitary sewer 5,938,790
3823 gpm lift station
$ 16,869,338
Engineering News Record Index - November 2005 7,630
Engineering News Record Index - February 2007 7,880
Percentage change in ENR 3.28%
Inflation adjusted cost estimate for Collection System Improvements $ 17,422,068
Note: Projects and costs per ACE Consulting Master Plan Update 2005
City of Prineville, Oregon Page 11l of 23
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Table7

Current and Projected Capacity Needs to Build Out

Description

Current plant capacity gpd

Estimated available capacity - (800 & 1,921 EDUs)
Estimated current gpd served

Estimated EDUs in system (315 gpd)

Estimated population served

Projected population at build out

Estimated EDU's at build out

Estimated additional EDUs to build out

Estimated additional net treatment capacity

Table 8

Reimbursement - Wastewater Treatment

2006 Cost Treatment Plant Expansion (570k gpd)
Less: Debt service reserve

Net Treatment plant expansion cost
Remaining capacity in gpd

Original capacity of expansion
Percentage remaining capacity

Dollar allocation - remaining capacity
Remaining capacity in EDUs
Additioinal EDU's to build out

Total EDUs

Reimbursement - existing treatment

Table9

Reimbursement - | and | Improvements

Total slip lining cost

Cost allocated to new customers

EDU's - existing/new capacity to build out
Reimbursement cost per EDU

City of Prineville, Oregon
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GPD per EDU GPD per EDU
315 260
1,670,000 1,670,000
252,000 499,480
1,418,000 1,170,520
4,502 4,502
10,000 10,000
36,000 36,000
16,207 16,207
11,705 11,705
3,435,138 2,543,872
315 gpd/EDU 260 gpd/EDU
$ 14,017,925 § 14,017,925
$ (1,194,843) §  (1,194,843)
$ 12,823,082 § 12,823,082
252,000 499,480
570,000 570,000
44% 88%
$ 5,669,152 § 11,236,619
800 1,921
10,905 9,784
11,705 11,705
$ 484 $ 960
$ 3,670,680
$ 2,651,047
11,705
$ 226
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4.1 Discussion of Infiltration and Inflows into the Collection System

ACE Conailtants noted in their Wastewater Master Plan Updae 2005tha Qhe collection
system is currently successfully conveying the current sewage flows in mos pats of the
City to the wastewater treatment plant, but until recently maintenance and upgrading
have been deferred, there are numerousbattlenecks in the system, pipesin extensve
portionsof the sewer system are regularly flowing overfull (in asurcharged condiion)
with water surfaces amog to the groundsurface in some places, and thereislittle or no
reserve capecity available to support handling theadditiond wastewater flows generated
astheCity grows.O

ACE also notes Gongruction of proposd developments mus be severely restricted
withoutaddressing the sewage collection system problems and congruction of new
sawers to provide service to the developing areas.O And also nated in the Master Plan
Updaeisthat infiltration and inflow (I and I) has been identified as a probable maor
problem in the Prineville collection system and tha a proactive sewer system
maintenance and rehebilitation program are recommended in order to maintain the City3
investment in the collection system and dday the need for awastewater plant expansgon
for aslongas posible.

TheMaster Plan Updae wastewater plant expansgonsare based onadaly use per
houghold or equivaent dwelling unit (EDU) of 315 gdlonsper day (gpd) Thisuseis
congstent with thelongterm historical use rate. Recently the City performed severd |
and | maintenance projects and preliminary indicationsare tha daly use pe EDU has
been reduced. City staff has established periodic reading of flows and will perform
continuing andysis to determine with greater certainty wha degree thereduced flow is
attributable to | and | maintenance. Presently, it isnot possible to measure the exact
amountof reduced | and | flow resulting from collection system maintenance.

The Wastewater Master Plan Update 2005notes (page Chapter 4-1) that On the modd
thel and| added as much as .6 mgd to theamountof existing flow at the Wastewater
Treatment Plant.OThe design capecity of the existing Treatment Plant is 1.67 mgd.
Therefore, thereis as much as a thirty-six percent (36%) negdive impact on thetreatment
plant capacity resulting from| and|. Redudng | and | will result in redudionsin the
daly flow pe EDU, thereby increasing the number of EDUs tha may be served with
existing and additiond treatment facilities and redudng the SDC necessary to fundthe
congdruction of treatment facilities.

In 2006the City initiated a dip lining and manhole maintenance program to reduce
inflows and infiltrationimpacts to theflows to thetreatment plant. An inventory of
existing sewer collection system pipe suitable for dip lining and manholes was
conduded. Subsequently, an indgpendent cos estimate was secured. Theresults of the
inventory and cog estimate is provided in Table 10 bdow.
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Table 10
Slip Lining Cost Schedule
October 23, 2006

Description Lineal Feet

8-inch 68,851
10-inch 7,946
12-inch 2,373
15-inch 3,057
18-inch 2,490
Total lineal feet 84,717
Cost per lineal foot (average) $ 40.00
Slip line cost $ 3,388,680
Manbholes 282
Cost per manhole $ 1,000
Manhole cost $ 282,000
Total cost $ 3,670,680

Notes:

1. The City has severa thousand feet of six-inch sewer linesin the system, these lines are very costly to
dip line due to the size and type of equipment that is used to perform this type of operation. So the
numbers above arereflective of all 8-inch to 15-inch concrete and AC type pipe only.

2. Per foot cost estimates cal culated by C-More Pipes of Rickeall, Oregon.

Table11
Allocation of Slip Lining Cost
EDU's Percent
Current users 4,502 28%
New users 11,705 72%
16,207

Theconenausof ACE, City staff, and GEL isthat it is beneficia to current and future
system usersto have | and | projects and project costs induded in the SDC methoddogy.
Thereasoning is tha withoutl and | improvements the SDC for treatment plant
expandonswould be based uponthe current 315gpd per EDU rate. With | and |
improvements the treatment plant expandonscan be based uponalower gpd per EDU
rate, thereby increasing the number of EDU@ that may be added to the system for any
given expangon project, thereby reduang theresulting SDC. Addtiondly, by redudng
thegpdusage pe EDU in the SDC methoddogy the alocated cos per EDU for
collection system improvementsis reduced. Lastly, thereduced gpduse per EDU will
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result in reduced opeating cods pe EDU. Tha is, the opaating cods, which arelargdy
fixed for a given treatment plant capecity, will be able to be spread ove a greater nunber
of cugomerswith alower gpdusagerate.

ACEQ@ andysisindicates they used 240gpdper EDU together with | and | flow
congstent with the current pesk flows based on an iterative modding process. The
estimated amountof | and | inthefind modd runsranged from alow of 4,055
gdlondday/mile of sewer to 60825gdlongday/mile of sewer. Thelow end of therange
is congstent with the amountof | and | ACE established as the allowable leakage for 80
sewers based on theformula used in leakagetesting of new sewer pipes.

Based on ACE@® andysis and further didloguewith ACE, GEL is unéble to ascertain with
any certainty theamountof flow redudion resulting from completion of 1 and |
improvementsin Prineville. However it is expected tha | and | redudionswill occur,
therefore, GEL isutilizingaredudionin | and| of onehdf its existing flow for the SDC
methodobgy calculations and recommending revisiting the calculationonce an | and|
study and plan is completed.

A onehdf redudionin | and | fromthe current estimate of .6 mgdto .3 mgd, represents
an eighteen percent (18%) redudion in theamountof flow to the treatment plant
(300000/1.,667,000)at its current maximum capecity. Applying an eighteen percent
(18%) redudionto thegpdflow of the current system reduces gpdto approximately 260
gpdfrom315gpd(315* (1-.18)). Redudngthegpd per EDU to 260increases the
number of EDUs that may be added to the system prior to treatment plant expansons

Thefinandal impact of thel and | adjusgment noted aboveis significant. And it mug be
emphasized tha this adjugment is not scientific or based on actud reduced flow daa.
Rather it recognizes tha flow redudionswill occur and theamountestimated in this
calculationisin themiddle of theexistingrange Actud | and | flow redudionswill
almog certainly bedifferent and are dependent ontheimprovements the City completes
and thediligence the City performs to ensure private improvements are completed.

The City will achieve best results by first completing an Infiltration and Inflow study and
plan tha will identify projects, ascertain thebest cosd/bendfit, identify leaking sewer
laterals, and other sources of | and l. Thefind plan will set forth a project schedule,
estimated cods for improvements, an implementation plan, induding alterndives to
address ingppropriate storm connectionsand other inflow sources.

7.0 SUMMARY

The City's growth will require a combinaion of techniques, induding system
development charges and other fundsto pay for capital facilities needed to serve the
Wastewater needs of current and future residents and employees. Federal and state
resources to offset the significant capital infrastructure cods of wastewater facilities are
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diminished with future access to capital (outside of possible preferred lending rates)
limited.

The City's Wastewater facility needsand the CIP should bereviewed and updded at |east
once each budgeing cycle. A cog adjugment index should be adopted to adjud the
System Development Charges rates annudly to reflect changesin codsfor land and
congdruction. The SDC methodobgy should also be periodically updded when
significant changes are madeto theMaster Plan or CIP.

City of Prineville, Oregon Page 16 of 23
Wastewater SDC Methodobgy Report
Draft BDApril 10, 2007



DRAFT BFor Discussion Purposes Only

Appendix
OregonRevised Statutes

System Development Charges

223297 Policy

223299 Definitionsfor ORS 223297t0 223314

223301 Certain system development charges and methodobgies prohibited
223302 System development charges; use of revenues; review procedures

223304 Determinaion of amountof system development charges; methodobgy;
credit llowed agang charge limitation of action contesting methodobgy
for imposng charge notfication request

223307 Authorized expenditure of system development charges

223309 Preparation of plan for capital improvements financed by system development
charges, modification

223311 Depost of system development chargerevenues, annud accouning
223313 Application of ORS 223297t0 223314

223314 Establishment or modification of system development chargenotalanduse
decision

System Development Charges

223.297 Policy. The purpos of ORS 223297t0 223314isto provideaunform
framework for theimpostion of system development charges by local governments, to
provide equitable fundng for orderly growth and development in Oregon®communities
and to establish tha the charges may be used only for capital improvements. [1989¢.449
1l;1991¢.902125;2003c.76511;2003¢.802117]

Note: 22329710 223314 were added to and made a pat of 223205t0 223295by
legidative action, butwere notadded to and made a pat of the Bancroft Bonding Act.
See section 10, chapter 449,0regonLaws 1989.

223.299 Definitions for ORS 223.297 to 223.314. Asused in ORS 223297to
223314:

(1)(a) CCapital improvementOmeansfacilities or assets used for thefollowing:

(A) Water supply, treatment and distribution;

(B) Waste water collection, trangmission, treatment and dispos;
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(C) Drainage andflood control;

(D) Trangoortation; or

(E) Parks and recreation.

(b) CCapital improvementOdoes notindudecosts of the opaation or routine
maintenance of capital improvements.

(2) Omprovement feeOmeansa fee for cods assodated with capital improvements to
be condructed.

(3) QReimbursement feeOmeans a fee for cogs assodated with capital improvements
aready condructed, or unde condruction when the fee is established, for which thelocal
govenment determines tha capeacity exists.

(4)(a) Bystem development chargeOmeans areimbursement fee, an improvement fee
or acombination thereof assessed or collected at the time of increased usage of a capitd
improvement or issuance of a development pemit, building permit or connection to the
capital improvement. GBystem development chargeOindudes that portion of a sewer or
water system connection chargethat is greater than the amountnecessary to reimburse
thelocal govenment for its average cog of ingecting and ingalling connectionswith
water and sewer facilities.

(b) CGBystem development chargeOdoes notindudeany fees assessed or collected as
pat of alocal improvement district or achargein lieu of alocal improvement district
assessment, or the cogt of complying with requirements or conditionsimposed upona
land use decision, expedited land division or limited land use decision.[1989¢.44912;
1991¢.8171029;1991¢.9021026;1995¢.595128;2003c.76522g 2003¢.802118]

Note: See note unde 223297.
223.300 [Repedled by 1975¢.642126]

223.301 Certain system development charges and methodologies prohibited. (1)
As used in this section, @mployerOmeans any person who contracts to pay remuneation
for, and secures therightto direct and control the services of, any person.

(2) A local govenment may not establish or impose a system development charge
tha requires an employer to pay areimbursement fee or an improvement fee based on:

(&) Thenumber of individuds hired by the employer after a specified dae; or

(b) A methodobgy that assumes that cods are necessarily incurred for capital
improvements when an employer hires an additional employee.

(3) A methodobgy set forth in an ordinance or resolution that establishes an
improvement fee or areimbursement fee shdl notindudeor incorporate any method or
system unde which the payment of thefee or theamountof thefee is determined by the
number of employees of an employer withoutregard to new condruction, new
development or new use of an existing structure by theemployer. [1999¢.1098a2; 2003
€.802119]

Note: See note unde 223297.

223.302 System development charges; use of revenues; review procedures. (1)
Local govenments are authorized to establish system development charges, butthe
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revenues producd therefrom mug be expended only in accordance with ORS 223297to
223314.1f aloca govenment expendsrevenues from system development chargesin
violation of thelimitationsdescribed in ORS 223307, thelocal government shdl replace
the misspent amountwith moneys derived from sources other than system development
charges. Replacement moneys mug be deposted in afunddesignaed for the system
development chargerevenues not later than oneyear following a determination tha the
fundswere misspent.

(2) Local govenments shdl adoptadministrative review procedures by which any
citizen or other interested person may chdlengean expenditure of system development
chargerevenues. Such procedures shdl providethat such achdlengemud befiled within
two years of the expenditure of the system development chargerevenues. Thedecision of
thelocal govenment shdl bejudicialy reviewed only as provided in ORS 34.010to
34.100.

(3)(a) A local govenment mug advise a person who makes a written objection to the
calculation of a system development charge of theright to petitionfor review pursuant to
ORS 34010t0 34100

(b) If alocal govenment has adopted an administrative review procedure for
objectionsto the calculation of a system development charge, thelocal goveanment shdl
provide adequae notice regarding the procedure for review to a person who makes a
written objection to the calculation of a system development charge [1989¢.44913;
1991¢.9021027;2001c.66212;2003c.76513;2003 ¢.80212(

Note: See note unde 223297.

223.304 Determination of amount of system development charges; methodology;
credit allowed against charge; limitation of action contesting methodology for
imposing charge; notification request. (1)(a) Reimbursement fees mug be established
or modified by ordinance or resolution setting forth a methodobgy tha is, when
applicable, based on:

(A) Ratemaking prindples employed to finance publicly owned capital
improvements,

(B) Prior contributionsby existing users;

(C) Giftsor grants from federal or state govanment or private persons

(D) Thevaueof unused capecity available to future system users or the cog of the
exigting facilities, and

(E) Other relevant factors identified by theloca govenment imposng thefee.

(b) Themethodobgy for establishing or modifying a reimbursement fee mug:

(A) Promote the objective of future system users contributing no more than an
equitable share to the cog of existing facilities.

(B) Be available for public ingection.

(2) Improvement fees mud:

(a) Be established or modified by ordinance or resolution setting forth a methoddogy
tha isavailable for public ingection and demondrates congderation of:

(A) Theprojected cog of thecapital improvementsidentified in the plan and list
adopied pursuant to ORS 223309that are needed to increase the capecity of the systems
to which thefeeisrelated; and
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(B) Theneed for increased capecity in the system to which thefee isrelated tha will
berequired to serve thedemandsplaced onthe system by future users.

(b) Be calculated to obtain the cog of capital improvements for the projected need for
available system capecity for future users.

(3) A local govenment may establish and impose a system development chargethat
isacombinaion of areimbursement fee and an improvement fee, if the methodobgy
demondrates tha the chargeis notbased on providing the same system capecity.

(4) Theordinance or resolution that establishes or modfies an improvement fee shdl
also providefor a credit againg such fee for thecongruction of aqudified public
improvement. A Qqudified puldic improvementOmeans a capital improvement tha is
required as a condition of development approvd, identified in the plan and list adopted
pursuant to ORS 223309 and either:

() Not located on or contiguousto propety that is the subject of development
approvd; or

(b) Located in whole or in part on or contiguots to propaty tha isthe subject of
development approva and required to be built larger or with greater capecity than is
necessary for the particular development project to which theimprovement fee isrelated.

(5)(a) Thecredit provided for in subsection (4) of this sectionisonly for the
improvement fee charged for the type of improvement being condructed, and credit for
qgudified public improvements unde subsection (4)(b) of this section may be granted
only for the cogt of tha portion of such improvement that exceedsthelocal govanment®
minimum standad facility size or capeacity needed to serve the paticular development
project or propety. The applicant shdl have the burden of demondrating tha a particular
improvement qudifiesfor credit unde subsection (4)(b) of this section.

(b) A local govenment may deny the credit provided for in subsection (4) of this
sectionif theloca govenment demondrates:

(A) Tha theapplication does not meet the requirements of subsection (4) of this
section; or

(B) By reference to thelist adopted pursuant to ORS 223309 tha the improvement
for which credit is soughtwas notinduded in the plan and list adopted pursuant to ORS
223309.

(c) When the condruction of a qudified public improvement givesrise to a credit
amountgreater than theimprovement fee that woud otherwise belevied agang the
project receiving development approvd, the excess credit may be applied agang
improvement fees that accruein subsequent phases of theorigind development project.
This subection does not prohibit alocal govenment from providing a greater credit, or
from establishing a system providing for thetranderability of credits, or from providing a
credit for a capital improvement nat identified in the plan and list adopted pursuant to
ORS 223309, or from providing a share of thecog of such improvement by other means
if alocal govenment so chooss.

(d) Credits mug beused in thetime specified in the ordinance but notlater than 10
years from thedae the credit is given.

(6) Any local government that proposes to establish or modify a system development
chargeshdl maintain alist of pasonswho have made a written request for notification
prior to adopion or anendment of amethodobgy for any system development chage

(7)(&) Written notice mug bemailed to personsonthelist at least 90 days prior to the
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first hearing to establish or modify a system development charge, and the methodobgy
suppoting the system development charge mug be available at least 60 days prior to the
first hearing Thefailure of a person onthelist to receive a notice that was mailed does
notinvdidae the action of thelocal govanment. Thelocal govaenment may periodically
ddete names fromthelist, but at least 30 days prior to removing aname fromthelist
shdl notify the person whose name isto be ddeted tha a new written request for
notificationisrequired if the person wishesto remain onthe notfication list.

(b) Legd actionintended to contest the methodblogy used for calculating a system
development charge may notbefiled after 60 days following adoption or modification of
the system development charge ordinance or resolution by thelocal govenment. A
person shdl request judicial review of themethoddogy used for calculating a system
development charge only as provided in ORS 34.010to 34.100.

(8) A changein theamountof areimbursement fee or an improvement feeisnota
modification of the system devel opment charge methodobgy if the changein amourt is
based on:

(& A changein thecod of materials, labor or rea propaty applied to projects or
project capecity as set forth onthelist adopied pursuant to ORS 223309; or

(b) The periodic application of oneor more specific cos indexes or other periodic
daa sources. A specific cod index or periodic data source mug be

(A) A relevant measurement of the average changein prices or cogs over an
identified time period for materias, labor, real property or acombinaion of thethreg;

(B) Published by arecognized organization or agency that produces theindex or daa
source for reasonsthat are indegpendent of the system development charge methodobgy;
and

(C) Incorporated as part of the established methodobgy or identified and adopted in a
sepaate ordinance, resolution or order. [1989c¢.449 ©4;1991¢.902128 1993¢.804 120
2001¢.66213;2003c.76500435g 2003¢.802021]

Note: See note unde 223297.
223.305 [Repealed by 1971¢.32501]

223.307 Authorized expenditure of system development charges. (1)
Reimbursement fees may be spent only on capital improvements assodated with the
systems for which thefees are assessed induding expenditures relating to repayment of
indebtedness.

(2) Improvement fees may be spent only on capecity increasing capital
improvements, induding expenditures relating to repayment of debt for such
improvements. An increase in system capacity may beestablished if a capital
improvement increases the level of performance or service provided by existing facilities
or provides new facilities. The portion of theimprovements funded by improvement fees
mug berelated to the need for increased capecity to provide service for future users.

(3) System development charges may notbe expended for cods assodated with the
congruction of administrative office facilities tha are more than an inddental pat of
other capital improvements or for the expenses of the opeaation or maintenance of the
facilities condructed with system development chargerevenues.
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(4) Any capital improvement bang fundel wholly or in part with system
development charge revenues mug beinduded in the plan and list adopted by aloca
govenment pursuant to ORS 223309

(5) Notwithganding subsections(1) and (2) of this section, system development
chargerevenues may be expendad on the cogs of complying with the provisonsof ORS
22329710 223314, induding the cods of developing system development charge
methodobgies and providing an annud accouning of system development charge
expenditures. [1989¢.44915;1991¢.902129;20@ ¢.76516;2003¢.802127

Note: See note unde 223297.

223.309 Preparation of plan for capital improvements financed by system
development charges; modification. (1) Prior to the establishment of a system
development charge by ordinance or resolution, alocal government shdl preparea
capital improvement plan, public facilities plan, master plan or compaable plan that
indudes alist of the capital improvements tha thelocal govenment intendsto fund in
whole or in part, with revenues from an improvement fee and the estimated cog, timing
and percentage of cods ligible to befunded with revenues from the improvement fee for
each improvement.

(2) A local govenment tha has prepared a plan and thelist described in subsection
(1) of this section may modify the plan and list at any time. If a system development
chargewill beinareased by a proposd modification of thelist to indudea capecity
increasing capital improvement, as described in ORS 223307 (2):

(&) Theloca goveanment shdl provide at least 30 days prior to theadopion of the
modification, notice of the proposd modification to the personswho have requested
written notice unde ORS 223304 (6).

(b) Theloca govenment shdl hold a public hearing if thelocal govenment receives
awritten request for a hearing on the proposd modification within seven days of the dae
the proposd modificationis scheduled for adopton.

(c) Notwithganding ORS 294160 a pubic hearing is notrequired if thelocal
govanment does notreceive awritten request for a hearing.

(d) Thedecision of alocal govenment to increase the system development charge by
modifying thelist may bejudicialy reviewed only as provided in ORS 34.010to 34.100,
[1989¢.44916;1991¢.902130;2001c.66214; 2003 ¢.76507g 2003¢.802123]

Note: See note unde 223297.
223.310 [Amendeal by 1957¢.397 03, repealed by 1971¢.3251]]

223.311 Deposit of system development charge revenues; annual accounting. (1)
System development charge revenues mug be depogted in account designaed for such
moneys. Thelocal govanment shdl provide an annud accouning, to be completed by
Januay 1 of each year, for system development charges showing the total amountof
system development charge revenues collected for each system and the projects tha were
fundel in the previousfiscal year.

(2) Theloca govenment shdl indudein theannud accouning:
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(a) A list of theamountspent on each project funded, in whole or in part, with system
development chargerevenues, and

(b) Theamountof revenuecollected by thelocal government from system
development charges and attributed to the cogs of complying with the provisonsof ORS
22329710 223314 asdescribed in ORS 223307. [1989¢.44917;1991¢.902x31;2001
€.66215;2003c.765183 2003¢.802124]

Note: See note unde 223297.
223.312 [1957¢.9514; repealed by 1971¢.32501]

223.313 Application of ORS 223.297 to 223.314. (1) ORS 223297t0 223314 shdl
apply only to system development chargesin effect onor after July 1, 1991

(2) Theprovisionsof ORS 223297t0 223314shdl notbeapplicableif they are
congdrued to impar bondobligaionsfor which system development charges have been
pledged or to impair the ability of local govanments to issue new bondsor other
finandng as provided by law for improvements allowed unde ORS 223297t0 223314
[1989¢.44918;1991¢.902132;2003¢.802125]

Note: See note unde 223297.

223.314 Establishment or modification of system development charge not a land
use decision. Theestablishment, modification or implementation of a system
development charge, or aplan or list adopted pursuant to ORS 223309, or any
modification of aplan or ligt, isnotaland use decision pursuant to ORS chgpters 195and
197.[1989¢.44919; 2001¢.66216;2003¢.76519

Note: See note unde 223297.
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