JOAK LODGE SANITARY DISTRICT

Protecting our valuable water resources

AGENDA
BOARD OF DIRECTORS SPECIAL MEETING
Systems Development Charges Workshop
May 26, 2009
5:00 p.m.

1. Call to Order: President Savas

N

Systems Development Charges: Brett Arvidson; Randy Goff, HDR Engineering
a. Methodology
b. Recommended SDCs

c. Implementation Issues

3.  Public Comment Period:
Members of the public are invited to address the Board on any relevant topic. The Board
may elect to limit the total time available for public comment or for any single speaker
depending on meeting length.

4. Adjourn Meeting

* Denotes changes in the Agenda after mailing.
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OAK LODGE SANITARY DISTRICT

STAFF REPORT
To: Board of Directors
From: Brett Arvidson
Agenda ltem: Systems Development Charge Workshop
ltem No.: 2
Date: May 26, 2009

Background:

paCIty will be
nfcreased 1

to a 20 year perlod

The Statute requires publishing:-the.me ogy-and obtaining public comment.
The May 12, 2009 Board Meeting constituted a public hearing for the
methodology under ORS 223.309. The actual rate hearing implementing the
new fee will take place at a later date, most likely during the July Board Meeting.

Staff has received a request from the Metro Homebuilders Association to delay
or stage implementation of the proposed Phase 1A fee. Staff is prepared to
discuss the implications or potential impacts of such a phased approach.




Staff Report — Systems Development Charge
May 26, 2009
Page 2 of 2

An alternative methodology for Systems Development Charges is to index the
SDC so that it increases over time. Indexing is usually employed where the
capital expansion program is ongoing and where the financing costs are not
calculated into the SDC. Since the OLSD capital expansion program is finite
and well known, and includes the cost of financing, the proposed SDC is not
indexed.

Information and DiscussionOnly .. ...
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DRAFT

Report on Systems Development Charge Modification
Oak Lodge Sanitary District
March 30, 2009

Introduction

In accordance with ORS 223.297 to 223.314, the Oak Lodge Sanitary District intends to
modify the District’s System Development Charges (SDC).” The District’s current
charges, initiated in 1991, have collected approximately $2.796 million in revenues and
completed over $4 million in capacity related capital expenses.

The District engaged in capital planning program which has identified $50.9 million in
new capital projects over the next 6 years. A portion of these projects, mainly related to
the District’s treatment plant, involve providing new capacity. With this identified
capacity cost, the District intends to increase the Systems Development Charge to
accommodate firture growth.

ORS 223.309 requires preparation of a plan for capital improvements financed by System
Development Charges. In conjunction with the District’s on-going capital planning
efforts, the justification for the modified SDC is as follows.

Capacity Related Construction Projects

Sinee 2005, the District engaged in several engineering studies to determine the capital
investment needs for the sanitary sewer program. Specific studies which identify fsture
capital projects for the sanitary sewer program include:

= Sanitary Sewer Master Plan-Oak Lodge Sanitary District (CH2M-Hill January
2007)

s Project Definition Report-Wastewater Treatment Plant Predesign Oak Lodge
Sanitary District (CH2M-Hill October 2008)

e Schematic Design Report-Wastewater Treatment Plant Predesign Oak Lodge
Sanitary District (CH2M-Hill March 2009)

These studies identify capacity limitations at the treatment plant including influent
pumping, preliminary screening and grit removal, aeration capacity, secondary
clarification, disinfection and solids handling. The project costs and schedules identified
in the Schematic Design Report-Wastewater Treatment Plant Predesign Oak Lodge
Sanitary District (CH2M-Hill March 2009) represent the most recent study of capital
needs. This study is hereby referenced as the schematic design report:

Appendix 1 contains a summary of the anticipated projects (TM SD.01-Project
Background, Objectives, and Summary)




Apportionment of Capital Costs fo Capacity Increasing Improvements

The schematic design report identifies $50.9 million in capital improvements. Appendix
9 contzins the schematic design report section describing the cost impacts (TM SD.24-
ProjectCost and Phasing Sequence). Due to the treatment plant’s age and condition, the
anticipated projects involve both constructing new capacity and replacing existing
capacity. ORS 223.304 requires a methodology to apportion new capacity from
repair/replacement. '

The schematic design report anticipates constructing the plant improvements in two
phases, Phase 1A and Phase 1B. By funding capacity, improvements with debt service,
the District intends to provide equity by modifying the SDC concurrent with initiation of
each individual phase (also avoiding calculating credits upon actual project costs and
financing). With this debt service capitalization process, the District intends to annualize
the SDC cost basis including interest expense (ORS 223.307(2)). SDC charges are based

upon the District’s historical growth rate of 100 equivalent dwelling nnits (EDU’s) per
year.

Both phases contain both repair/replacement and new capacity. Generally the new
capacity reflects an increase of dry weather capacity from 4.0 MGDto 4.7 MGD or 17%.
Tahle 1 describes the apportionment of new capacity by unit process for Phase 1A. Table
2 describes the apportionment of new capacity by unit process for both Phase 1A and 1B.

Use of Previously Collected SDC Funds

Since beginning collection of SDC amounts in 1991 the District has collected $2.796
million in revenues. At the end of fiscal year 2008/2009, these funds were expended on
the following projects:

Project Amount Portion Capacity Eligible
Secondary Clarifier Upgrades $1.2 million 50%
New Outfall Diffuser $1.097 million 50%
New Solids Building $2.235 million 50%
Pump Station Upgrades $3.010 million 25%
SCADA System $1.877 million 50%
District Master Plan $0.450 million 17%
District Predesign $1.2 million 17%

With the historical level of investment (approximately $4.4 million) in new capacity
exceeding revenues, the credit for past SDC revenues is zero.

Cauital Improvement Plan

As described in the schematic design report, the District intends to embark on a capital
improvement program for the treatment plant. The schematic design report describes the




projects and the related costs. Tables 1 and 2 describe the relative portion of the project

related to new capacity. Table 3 describes the Districts Sanitary Capital Program for till
2015.

Recommendation for SDC Amount

Based upon the District’s intention to provide new capacity as part of the Phase 1A and
1B projects, the following SDC amounts are recommended: '

1. Upon initiation of Phase IA raise the SDC to $5023/EDU.

2. Upon initiation of Phase 1B, raise the SDC to $7059/EDU or an amount that more
closely reflects the District capacity costs at that time.
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