1O

CITY OF MILWAUKIE
CITY COUNCIL MEETING
OCTOBER 19, 1993

The one thousand six hundred and sighty-firet meating of the
Milwaukie City Council was called to order by Mayor Lomnicki
at 7:00 p.m. in the Milwaukie Center with the following
Councjilmembers present:

Cralig Lomnicki, Jean Schreiber
Mavyor Rob Kappa’
Rick Farley Beb Knudson

Also present:

Dan Bartlett, Tim Corbett,
City Manager Public Works Director
Jim Coleman, Greg Drechsler,
City Attorney City Engineer
Charlene Richards, Darrell Lyons,
Asaistant to the Program Specialist,
City Manager Pat Duval,
Angus Anderson, Recorder/Secretary

Finance Director
PROCLAMATIONS, COMMENDATIONS, SPECIAL REPORTS, AND AWARDS

‘Milwaukie Downtown Development Report

Larry Froland, Treasurer, Milwaukie Downtown Development
Assoclation, 14110 SE Fair Oaks Lane, Milwaukie, reguested
continuation and renewal of the City of Milwaukie/Milwaukie
Downtown Development Association (MDDA) Agreement. He said
the MDDA Board and the City Council had met and agreed to
continue consideration of the Economic Improvement District
(EID) ordinance to a Spring 1994 meeting. He said extending
the business license surcharge ordinance for an additional
five years was important to stabilize funding for current
and future projects.

Councilmember Kappa asked if the Association had long-range
plans. PFreoland said MDDA's mission is to revitalize the
downtown core area and to improve the economic condition.
The Assocliation seeks to involve downtown business people in
creating a cohesive plan for the future.

Councilmember Rappa asked how business owners found time to
volunteer. Froland said each business has an individual
goal and many owners have been involved with the
Association. He said the Association is seeking to overcome
apathy by keeping downtown bhusiness owners informed of
projects and events.
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Raren O'Dowd, Milwaukie Downtown Development Association
Manager, discussed the action plan and what the Association
is trying to accomplish. She discussed those areas of
revitalization that could be measured. These included a 12%
increase of assessed value and 4% lnerease in the number of
jobs in the downtown area since the MDDA was formed. She
reviewed the projects which included the facade program,
sidewalk repair, beautification, and Share the Lights.

O0'Dowd reviewed involvement by several of the downtown
businesses and volunteer groups. She discussed MDDA
participation in light rail planning. She urged that the
investment in downtown be continued through the business
license surcharge.

Councilmember Rappa asked if the MDDA intended to work with
a development plan. O'Dowd responded that development plans
were the responsibility of the City, but MDLDA would assist
in the design development phase.

Couneilmember Rnudson asked if MMDA had plans to put
attractive "Welcome to Milwaukie" signs on McLoughlin Blvd.
0'Dowd said signs and banners for special events will be
part of the work plan.

AUDIENCE PARTICIPATION

None.

PUBLIC HEARING

Consider surcharge Ordinance to Support the Economic
Improvement Activities of the Milwaukie Downtown Development

Association

Mayor Lomnicki called the public hearing on the adoption of
an ordinance which imposes a business tax surcharge on
businesses in the downtown area at 7:28 p.m.

Mavor Lomnicki said the purpose of the hearing was to
consider an ordinance which would authorize the continuation
of the business license surcharge ordinance that supports
the economic improvement activities of the Milwaukie
Downtown Development Association. The Council will then
discuss the matter. If the Council decides to move forward
with this ordinance, there will be a public hearing set at a
later dale on Lhis matter.

Staff Report: Dan Bartlett, City Manager, presented the
staff report in which the City Council was requested to
consider continuing the business license surcharge through
1998 and granting persons conducting business in the
District the right to remonstrate. .He sald that a public
hearing was proposed for November 23, 1993, for the purpose

To—
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of allowing remonstrance. He said the current assessment
was estimated at $24.75 per employee.

Correspondence: None.

Testimony in Support: ILarry Froland said as a business and
property owner he has seen benefits from MDDA. He said he
balievad those participating would see a large return on
their investment.

Testimony in Opposition: George Vvan Bergen said he was both
& home owner and business owner in Milwaukie. He said he
was concerned with tawxes and the City's commitment of
$18,000 from the budget. He said he believed the
accomplishments have been cosmetic and no new businesses
have been attracted. He said he has not seen the level of
involvement by merchants and business men increase. Van
Bergen sald most people coming into the community are
destination oriented, and flowers on the street corners have
not been beneficial. He said reality needed to be defined,
and the reality was that the downtown area ie made up of
professionals. He said he believed more could be achieved
by making the community more permit friendly. He said MDDA
should not simply be an organization to take over Festival
Daze. He added that he had never been invited to
participate in any of the MDDA activities. As a City tax
payer, he said he had a problem that $18,000 was taken from
his taxes to pay for the MDDA. He said he does not expect
City leadership to delegate authority to MDDA. He suyggested
that the only way to have growth is to break into the three
major streets to the east. He said the Milwaukie Jr. High
School and Milwaukie City Hall were two sites that the City
should considered for expansion.

Neutral Testimony: None.
Staff Comments: None.

cuestions of Clarification: None.

Close Public Testimony: Mayor Lomnicki closed the public
testimony portion of the hearing at 7:45 p.m.

Discussion_ amondg Councilmembers: Mayor Lomnicki said the
City Manager recommended a second public hearing on November

23, 1983, to consider remonstrances. There would have to be
33% of the downtown businesses remonstrating to halt the
EID. Bartlett discussed the procedure and the dates for
remonstrances and public hearings.

Mayor Lomnicki said downtown business owners would have to
determine if they wished to continue the business license
surcharge.
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Councilmember Knudson asked for clarification of the term of
the Agreement. Bartlett saild under ordinance 1702, the City
agreed to have the license for three years. MDDA is
requesting a five year surcharge period as authorized by the
S5tate.

Councilmember Schreiber said any future Council could decide
to review the Agreement. She asked how downtown business
owners could bring the ordinance back up for review.
Bartlett said any Council could reconsider the ordinance and
Agreement if there is interest ewxpressed. The surcharge can
only be repealed by remonstrance at the designated public
hearing and deadline.

Decision by Council: It was moved by Councilmember
Schreiber and seconded by Councilmember Farley to read the
ordinance continuing the business license surcharge
Lthroughout 1998 and granting persons conducting business in
the Distriect the right to remonstrate for the first time by
title only.

Councilmember Kappa said he was concerned about the group's
long~range plan. Mayor Lomnicki saild the Manager's report
outlined MDDA's goals.

Councilmember Schreiber said downtowh business owners must
decide if they wish to tax themselves.

Motion passed 5 -~ 0 with the following vote: Mayor Lomnicki,
Councilmember Farley, Councilmember Schreiber, Councilmember
Kappa, and Councilmember Knudson aye; ne nays; no
abstentions. The ordinance was read for the first time by
title only.

It was moved by Councilmember Schreiber and seconded by
Councilmember Knudson to read the ordinance continuing the

business license surcharge through 1998 and granting persons

conducting business in the District the right to remonstrate
for the second time by title only. Motion passed 5 - 0 with
the following wvote: Mayor Lomnicki, Councilmember Farley,
Councilmember Schreiber, Councilmember Rappa, and
Councilmember Knudson aye; no nays; no abstentions. The
ordinance was read for the second time by title only.

It was moved by Councilmember Schreiber and seconded by
Mayor Lonmnicki to adopt the ordinance continuing the
business license surcharge through 1998 and granting persons
conducting business in the District the right to
remonstrate. Motion passed 5 -~ 0 with the following vote:
Mayor Lomnieki, Councilmember Farley, Councilmember
Schreiber, Councilmember Kappa, and Councilmember Knudson
aye; no nays; no abstentions.
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ORDINANCE NO. 1750:

AN ORDINANCE OF THE CITY OF MILWAUKIE, OREGON,
PROVIDING FOR CONTINUING THE BUSINESS LICENSE
SURCHARGE THROUGH 19928 AND GRANTING DERESONMNS
CONDUCTING BUSINESS IN THE DISTRICT THE RIGHT TO
REMONSTRATE.

It was moved by Councilmember Kappa and seconded by
Councilmember Farley to set the public hearing date for
Tuesday, November 23, 1993, at 7:00 p.m. at the Milwaukie
Center, for the purpose of receiving remonstrances. Motion
passed 5 - 0 with the following vote: Mayor Lomnicki,
Councilmember Farley, Councilmember Schreiber, Councilmember
Kappa, and Councilmember Knudson aye; no nays; no
abstentions.

Consider Providing for Continued EBEconomic Improvement
Digtrict Assessments and Grant Propertv Owners in the
District the Right to Remonstrate

Mayor Lomnicki called the public hearing to consider the
ordinance that provides for continued EID assessments and
the right to remonstrate to order at 7:58 p.m.

Mayor Lomnicki said the purpose of the hearing was to
consider an ordinance that provided for continued Economic
Improvement District assessments and granted property owners
in the district the right to remonstrate. Mayor Lomnicki
reviewad the conduct of the hearing.

Staff Report: Dan Bartlett, City Manager, presented the
staff report in which the City Council was reguested to
conglder an assessment within the same economic improvement
district and establish a method of assessment. Assessments
are turned over to the County Tax Collector under Ballot
Measure 5 provisions. This itenm does not have to be acted
upon until July 15, 1994. MDDA would like to continue the

issue until Spring.

Correspondenca: None.

Testimony in Support: ©O'Dowd said the MDDA board wished an
extension until May in order to discuss the issue with

property owners.

Testimony in Opposition: Gecorge Van Bexgen, 22336 SE
Washington, said an MDDA levy will not have much impact on
him because the Ballot Measure 5 cap would probably be

rasached.
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Councilmember Kappa asked Van Bergen for his development
vision. van Bergen said development would have to break
through the barriers to the east. The permit system and the
Comprehensive Plan would have to become more friendly. The
City needs growth. Tlowers do not invite new businesses or
encourage customers.

Neutral Testimonv: None.

Staff Comments: Bartlett said if Council wished, the issue
could be tabled until April 19, 1994, in order to give
sufficient time to prepare the budget document.

Questions of Clarification: None.

Close Public Testimony: Mayor Lomnicki closed the public
testimony portion of the hearing on the proposed ordinance

att 8:07 p.m.

Councilmember Schreiber said she would like to give the
downtown manager an oppertunity te exhibit her full range of
skills and more clearly define Association goals. She said
she hoped that the downtown community would focus its energy
on the EID concept. '

Councilmember Kappa said he would like to see a product
within the next year or two. He said he was personally most
interested in the downtown and the riverfront end product.

It was moved by Councilmember Kappa and seconded by
councilmember Knudson to table the issue to the segond
meeting in April, 1994. Motion passed 5 - 0 with the
fellowing vote: Mayor Lomnicki, Councilmember Farley,
Councilmember Schreiber, Councilmember Kappa, and
Councilmember Knudson aye; no nays; no abstentions.

Consider Amendment to Chapter 10.20 of the Milwaukie
Municipal Code Regarding Truck Parking in Commercial and

Industrial Zones in the City

Mayor Lomnicki called the public hearing to consider
amending Municipal Code Chapter 10.20 regarding truck
parking at 8:12 p.m.

Mayer Lomnicki said the purpose of the hearing was to
consider an ordinance that amends Chapter 10.20 of the
Milwaukie Municipal Code regarding truck parking in
Commercial and Industrial zones in the City.

gtaff Report: Greqg Drechsler, City Engineer, presented the
staff report in which the City Council was requested to
consider an ordinance that would allow truck parking in
Commercial and Industrial zones for.a period not to exceed
24 hours. The Comprehensive Plan states that a broad
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industrial base would be supported and encouraged. Staff
developed a recommendation that the time period be changed
to allow eight hour parking between 6:00 a.m. and 9:00 p.m.
in Commercial and Industrial zones unless a time limit is
epeacifically posted. Two hour parking would be kept in
place for trucks within residential areas and between the
hours of 9:00 p.m. and 6:00 a.m. in Industrial and
Commercial zones. This would also provide a restriction on
overnight truck parking.

Councilmember Schreiber asked if this enforcement would also
apply to moving vans. Drechsler said in certain
circumstances, the City Manager could issue a special
permit.

Councilmember RKnudson asked how this would apply to
construction trucks. Drechsler said the City Manager would
have to issue a permit.

Councilmember Kappa said he was concerned that this might
causge more truck traffic on noen-designated streets. He sgaid
restroom facilities and trash containers might also be
regquired. - ' '

Bartlett said this proposed code amendment was in response
to businesses located on International Way. He said this
ordinance will impact only public streets.

Drechsler said this action applies to only the
Commercial/Industrial zones and will not impact residential
arcas.

Bartlett said the ordinance is City~wide and enforced only
in commercial areas. The action should standardisce truck

parking throughout the City.

Drechsler sald the ordinance proposed enforcement between
6:00 a.m. and 9:00 p.m. The two~hour parking limit would be
in effect after these hours to eliminate overnight truck

parking.

Bartlett said there are signs in certain areas indicating
"no parking” for vehicles over five feet high.

Councilmember Farley said he was concerned about clear
vigion at intersections. Bartlett said a 20-foot radius was
reguired at intersections for clear vision. He said a
traffic regulation restricting height can be implemented.

Councilmember Schreiber s=aid she was concerned that trailers
could be left on City streets. Bartlett said trailers
without tractors have been ticketed.

Testimony in Support: None.
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Testimony in Opposition: None.

Neutral Testimony: None.

Close Public Hearing: None,

Counecil Discussion and Decision: It was moved by
Councilmembar Schreiber and seconded by Councilmember Rappa
to read the ordinance amending Section 10.20.060 of the
Milwaukie Municipal Code pertaining to truck parking for the
first time by title only. Motion passed 5 - 0 with the
following vote: Mayor Lomnicki, Councilmember Farley,
Councilmember Schreiber, Councilmember Xappa, and
Councilmember Knudson aye; no nays; no abstentions. The
ordinance was read for the first time by title only.

It was moved by Councilmember Schreiber and seconded by
Councilmember Kappa to read the ordinance amending Section
10.20.060 of the Milwaukie Municipal Code pertaining to
truck parking for the second time by title only. Motion
pagsed 5 = 0 with the following wvote: Mayor Lomnicki,
Councilmember Farley, Councilmember Schreiber, Councilmember
Kappa, and Councilmember Knudson aye; no nays; no
abstentions., The ordinance was read for the second time by
title only.

It was moved by Councilmember Kappa and seconded by
Councilmember XKnudson to adopt the ordinance amending
Section 10.20.060 of the Milwaukie Municipal Code pertaining
to truck parking. Motion passed 5 = 0 with the following
vote: Mayor Lomnicki, cCouncilmember Farley, councilmember
Schreiber, Councilmember RKappa, and Councilmember Knudson
aye; no nays; no abstentions.

ORDINANCE NO 1751:

AN ORDIKANCE OF THE CITY OF MILWADRTE, OREGON,
AMENDING SECTION 10.20.060 OF THE MILWAURIE
MUNICIPAL CODE PERTAINING TO TRUCE PARKING.

AUDIENCE PARTICIPATION

Polly Robinson, Milwaukie Loaves & Fishes Manager, discussed
the need for volunteer drivers for the Meals on Wheels
program. She said the program helps keep senior residents
in their homes and out of nursing facilities.

Councilmember Kappa asked if there were special insurance
requirements. Robinson said volunteers are required to have
a valid drivers license and their own insurance. She said
volunteers are reimbursed for their mileage.

Mayor Lomnicki suggested putting the request on the
government access reader board.
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Councilmenber Farley asked how many routes there were.
Robinson sald there were 17 routes.

Bartlett said the City would help communicate the need to
employees and the public.

OTHER BUSINESS

consider Property and Casualty Insurance Program Fiscal Year
1993 - 1994

Angus Anderson, Finance Director, presented the staff report
in which the City Council was requested to consider a
recommendation from the designated Agent of Record for the
city, Sedgwick James, Llnc. The recommendation included
Northland for primary liability and umbrella policy;
Northland for auto coverage; self insure for more expensive
egquipment such as the fire engine and Aquatech; and Chubb
for boiler insurance. The total cost is below the $120,000
budgeted for insurance.

Councilmember Farley asked how this dollar amount compared
to last year. Anderson said the total premium was about
$3,000 more and was based on a fiscal year cycle. He said
several coverages were increased over last year. These
included above ground reservoirs; increased self insured
limit; and addition of employment related claims coverage.

Councilmember Farley asked how many vehicles the City owned
valued between $25,000 and $50,000., Anderson said there
WeIre: LI .

Councilmember Kappa asked what boiler insurance covered.
Andergon said it inecludes any explosion of a mechanical
nature.

Councilmember Farley asked if there were exclusions to the
boiler policy. Anderson sald there were certain exclusion;
however, the City does carry earthgquake insurance.

Councilmember Schreiber asked how much the City would
actually spend in insurance costs. Anderson said the City
would probably spend about $90,000 this year. The balance
will be carried over to the next fiscal vear in the General
Government fund.

It was moved by Councilmember Kappa and seconded by
Councilmember Farley to accept the recommendation of
Sedgwick James, Inc. for property and casualty insurance
coverage. Motion passed 5 -« 0 with the following vote:
Mayor Lomnicki, Councilmember Farley, Councilmember
Schreiber, Councilmember Kappa, and Councilmember EKnudson
aye; no nays; no abstentions. .
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Consider Intergovernmental Agreement with Metro for Multi-
Family Recycling

Darrell Lyons, Program Specialist - Recycling, presented the
staff report in which the City Council was requested to
consider an Intergovernmental Agreement (IGA) with for a
multi-family recyecling program grant for fiscal year
1993-1994.

The grant amount and the City match is $1845 for a total of
$3690. The funds will help multi-family residence managers
provide recycling opportunities and meet waste reduction
requirements. Lyons reviewed the proposed program budget
which included education, signage, and site preparation at
the complexes. The Metro grant portion is designated for
recycling containers,

Councilmember Rappa asked how recycling is accomplished in
complexes with limited space. Lyons said he has already
worked with most of the multi-family residences in the area,
and some have reguired modifications.

Councilmember Farley asked how many complexes did not have
recycling., Lyons said there were about 15-20 complexes with
five or more units without the service. The programs at
each complex are designed for convenience.

It was moved by Councilmember Kappa and seconded by
Councilmember Knudson to authorize the Mayor to sign on
behalf of the City an Intergovernmental Agreement bhetween
Metro and the City for the multi-family recycling program.

.Motion passed 5 -~ 0 with the following vote: Mayor Lomnicki,

Councilmember Farley, Councilmember Schreiber, Councilmember
Kappa, and Councilmember Knudoon aye; no naye; no
abstentions.

OTHER

Councilmember Kappa discussed the joint City Council,
Planning Commission, and Parks and Recreation Commission
meeting. Bartlett said the work session will be scheduled
depending upon the avallability of information from Metro.

Councilmember Schrelber sald there was a planning effort for
the Clackamas Town Center area. She expressed concern that
Milwaukie would be able to track all of the activities.
Bartlett said Metro has already been informed that Milwaukie
wants to be deeply involved. He said there have been
interns brought in temporarily and a Senior Planner will be
hired. Bartlett said he and Mayor Lomnicki were meeting
with planners to have a voice in what happens within the
urban growth boundary.

10
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Bartlett discussed the Neighborhood District Association
information in the Council packet.

Councilmember Schreiber discussed the visioning process and
conmunity wide issues.

Mayor Lomnicki discussed the Scoping Meeting on October 27
at Rex Putnam High School.

CONSENT AGENDA

It was moved by Councilmember Kappa and seconded by
Councilmember Knudson to adept the Consent Agenda which
consisted of the City Council Minutes of October 5, 1993 and
a liguor license for David 5. and Barbara P. Chow, dba
Chopsticks Express. Motion passed 5 — 0 with the following
vote: Mayor Lomnicki, Councilmember Farley, Councilmember
Schreiber, Councilmember Kappa and Councilmember Knudson
aye; no nays; no abstentions.

INFORMATION

Bartlett reported on the Public Safety Building and Chief
Mansfield's retirement.

Councilmember Schreiber and Bartlett discussed 32nd Avenue
Reconstruction Project.

ADJCURNMENT

Mayor Lomnicki adjourned the meeting at 9:30 p.m.

Pt Dol

Pat DuVal, Recorder/Secretary

1l



CITY OF MILWAUKIE
CITY COUNCIL AGENDA
OCTOBER 19, 1993

MILWAUKIE CENTER 1681ST MEETING

WORK SESSION

5:00 - 5:30 p.m. - Business License Surcharge and Economic Improvement District

Assessment (Dan Bartlett)

5:30 - 6:15 p.m. - Fiscal Year 1993-1994 Insurance Program Review

(Angus Anderson)

6:15 - 6:45 p.m. - Water Cost of Service Review (Tim Corbett)

REGULAR SESSION

7:00 p.m.

L

II.

II1.

IV.

CALL TO ORDER
Pledge of Allegiance

PROCLAMATIONS, COMMENDATIONS, SPECIAL REPORTS, AND
AWARDS

Milwaukie Downtown Development Report (Karen O'Dowd)

PUBLIC HEARING (Public comment will be allowed on items appearing on
this portion of the agenda following a brief staff report presenting the item and
action requested. The Mayor may limit testimony.)

A. Consider Surcharge Ordinance to Support the Economic

Improvement Activities of the Milwaukie Downtown Development
. Association - Ordinance (Dan Bartlett)

B. Consider Providing for Continued Economic Improvement District
Assessments and Grant Property Owners in the District the Right to
Remonstrate - Ordinance (Dan Bartlett)

C. Consider Amendment to Chapter 10.20 of the Milwaukie Municipal
Code Regarding Truck Parking in Commercial and Industrial Zones
in the City - Ordinance (Greg Drechsler)

AUDIENCE PARTICIPATION (The Mayor will call for statements from
citizens regarding issues relating to the City. It is the intention that this portion of
the agenda shall be limited to items of City business which are properly the
object of Council consideration. Persons wishing to speak shall be allowed to do
so only after registering on the card provided on the table at the back of the
meeting area. The Council may limit the time allowed for presentation. )



V. OTHER BUSINESS (The following items will be individually presented by City
staff or other appropriate individuals. A synopsis of each item together with a
brief statement of the action being requested shall be made by those appearing
on behalf of an agenda item.) '

A. Property and Casualty Insurance Program Fiscal Year 1993 - 1994
(Angus Anderson)

B. Consider Intergovernmental Agreement with Metro for Multi-Family
Recycling (Darrell Lyons)

VI. CONSENT AGENDA (ltems appearing below are considered to be routine,
and therefore, will not be allotted Council discussion time on the agenda.
Rather, the items may be passed upon by the Council in one blanket motion.
Any Council member may remove an item from the "Consent” portion of the
agenda for discussion or questions by requesting such action prior to
consideration of that portion of the agenda.)

A. City Council Minutes of October 5, 1993
B. Liquor License Application - David S. & Barbara Chow, dba
Chopsticks Express, 10801 SE Main St., new outlet

VII. INFORMATION

A. Planning Commission Minutes of September 28, 1993
B. Draft Neighborhood District Association Model Bylaws, September

29, 1993
C. Draft Outline of Neighborhood District Association Handbook,
October 5, 1993
E. Citizens Utility Advisory Commission Minutes of August 31, 1993
F. Traffic Safety Commission Minutes of September 13, 1993
G. Quarterly Financial Report: First Quarter Fiscal Year 1993-1994
H. Accounts Payable Transactions

VIII. ADJOURNMENT
EXECUTIVE SESSION
At the end of the regular meeting, the Council may hold an Executive Session under the

authority of ORS 192.660.

For assistance/services per the Americans with Disabilities Act (ADA), dial
TDD 659-5171.
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COMMUNITY DEVELOPMENT
PUBLIC WORKS

6101 SE JOMNSON CREEK BLYD
MILWAUKIE. OR 972086

TELEPHONE: 652-4410
FAX: 774-8236

CITS OF MILWAUIKIE

MEMORANDUM
TO: Mayor and City Council
THRU: Dan Bartlett, City Manager éyy(//
FROM: R. Tim Corbett, Public Works Director fszL’
RE: Water Cost of Service Study and Rate Recommendation
Work Session
DATE: October 7, 1983

ACTION REQUESTED

Conduct a work session to review the attached Water Cost of Service
Study and provide input on the attached Water Rate Resolution.

BACKGROUND

During the evaluation of revenue needs for the Water Fund and
development of a recommendation for a subsequent rate increase for FY
92-93, both staff and the Citizens Utility Advisory Commission (CUAC)
recommended that the City conduct -a Cost of Service Rate Study. This
study has recently been completed and is attached for your reference.
The results of the study indicates how the City can best allocate costs
to customer classes and evaluates alternative rate structures (see
attached study).

DISCUSSION

The CUAC has worked with staff and the consultant in the development of
the final study results and the formulation of the attached
recommendation. Based on the CUAC's recommendation, staff developed a
draft rate resclution for Council's consideration. The resolution
reflects the recommendations put forth by the CUAC. Staff has
tentatively scheduled a Public Hearing for consideration of the rate
resolution for the November 2, 1993 Council meeting.
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page 2 of 2
Water Work Session
October 7, 1993

The resolution reflects three major recommendations of the CUAC and
staff. The first is to implement a volume based rate structure. Under
a volume based rate structure, a lower minimum charge is established but
no water 1s included when paying the minimum charge. The minimum charge
is based on the cost to send out bills and to be hooked up to the system
whether the customer uses water or not. Each 100 cubic feet of water
used is charged at the same unit price. The City's current rate
structure has a higher minimum charge which includes 600 cubic feet of
water whether it is used or not. Each unit of water used over 600 cubic
feet 1s billed in addition to the minimum fee.

The volume based rate structure is viewed by the CUAC as a fair rate
structure since pecople are charged for all units of water used. This
rate structure also encourages conservation by charging for all water
used by the customer. One effect of this structure is that some

customers may actually receive lower bills if they are using water only

for their basic needs.

The only disadvantage to this structure is that the City cannot depend
on the larger minimum fee being collected under the current system for
all users. This rate structure may make it more difficult to anticipate
how much revenues will be collected in any given month. Revenues may be
significantly lower during wet weather months and higher during hot
months. As a result, revenues become unstable.

The second recommendation incorporated in the resolution is a rate
increase outlined in the cost of service study. The rate increase is
necessary to meet the financial objectives stated in the Cost of Service
Study in addition to anticipated capital and operational funding needs.
In the draft resolution, rates have been set so that revenues will
increase by approximately 11% during the coming calendar year. Since a
different rate structure 1s being implemented, this does not necessarily
equate to a straight percentage increase in all customer's rates.

The final recommendation reflected in the resolution is to implement the
rate increase during winter low use periods. This will minimize the
initial impact of the rate increase to the City's water customers.

RECOMMENDATION/CONCLUSION

Staff recommends that Council conduct a Public Hearing at the November
2, 1993 Council meeting to consider the attached resolution. The
resolution reflects the recommendations of the CUAC and staff regarding
a recommended rate increase and change in rate structure.

attachments

RTC/rtc



October 6, 1993

CITIZEN UTILITIES ADVISORY COMMISSION

WATER RATE RECOMMENDATION

Facts Considered

The following information was considered in the development of the
CUAC's water rate recommendation:

1.

The rate analysis which this recommendation is based on was a
complete Cost of Service Rate Study performed by FCS Group.
The study was developed working with the CUAC over an 8 month
period.

The rate study conducted by FCS Group study evaluated
alternative rate structures, forecasted future revenue requirements
and reviewed the actual current costs to provide water service.

A Water Source Demand study was conducted during the same time
frame as the Cost of Service Rate Study and information
developed relating to forecasted demand and capital
improvements needed to meet that demand was incorporated into
revenue requlirements.

The City 1s facing increasing costs as a result of new mandates
and requirements of the Safe Drinking Water Act including
increased testing for contaminants such as lead and copper.

These costs are in addition to needed capital improvements to meet
future demand.

Conservatiocn efforts by the Clty will need to increase to
delay capital improvements required to meet demand.

Under the current rate structure, residents pay a fixed amount

for which they receive a set amount of water. Once this fixed
minimum of water is used, customers are charged for each unit (100
cubic feet) they use above that set amount.

The rate study reviews three alternative rate structures. The
alternatives include the current rate structure, volume based rates
and block rates with steps. These different rate structures are
described below along with the advantages and disadvantages of
each:
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3 Existing Rate Structure

This 1ls the same as our current structure with a fixed rate for water
usage up to 600 cubic feet and an additional charge for each
additional 100 cubic feet of water used.

Advantages: Customers are familiar with this system and it is easy
to administrate. Revenues are relatively stable and easy to
predict.

Disadvantages: Continues using old metheds not relying on new
information to ensure everyone pays thelr failr share.

Volume Based Rates

A lower minimum charge is established but no water 1s included when
paying the minimum charge. The minimum charge is based on the cost to
send out bills and to be hooked up to the system whether the customer
uses water or not. Each 100 cubic feet of water used is charges at
the same price.

Advantages: This is a fair rate structure since people are

charged based on what they use. This rate structure encourages

conservation by charging for all water used by the customer. This

rate structure may lower bills for those who use water for just their
} basis needs.

Disadvantages: Since the City cannot depend on the larger

minimum fee being collected under the current system for all users,
this rate structure may make it more difficult to anticipate how
how much revenues will be collected in any given month. Revenues
may be significantly lower during wet weather months and higher
during hot months. Revenues become unstable.

Block Rate With Steps

This rate structure is similar to a volume based structure but as
usage increases, water costs per for 100 cubic feet would increase as
usage increases. For example, 1 to 12 units (100 cubic feet) of water
would be at a lower cost than 13 to 24 units of water, and 25

or more units would be at an even higher cost.

Advantages: Water for basic needs remains affordable. There is a
strong incentive for conservation. Our water delivery and supply
system must be have adequate capacity to meet the demand when we use
the most water; this rate structure charges the highest prices to
those that use the most water during these time of peak use.

Disadvantages: Difficult to implement and administrate. May place a
burden on large users.
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Findings

1.

Current rate structures evolved over time and may
not necessarily reflect the actual cost to deliver service to
specific customers in an equitable manner.

2. A Public meeting was held on June 22, 1993 to receive public input
and there was a general concensus of attending citizens that rates
should be directly related to use. Water provided as
part of a minimum fee should be eliminated.

3. While conservatiocn is important, the rate structure should not
encourage conservation at the risk of penalizing certain groups
such as large users.

4. The initial impact of a rate increase would be less in the
winter than in the summer. The City's past practice of
increasing rates in the summer may have led to a
perception that the rate increases were higher than they
actually were.

The City could implement a temporary surcharge for times when
peak demand comes close to available supply to encourage short
term conservation. The surcharge can be designed to be revenue
neutral. This means water usage would decrease as a result and
the extra surcharge would keep revenues the same during these
times despite lower water sales.

Recommendation

After due consideration of the facts and issues, the CUAC recommends
the following:

1.
2.

Implement a volume based rate structure.

Set rates so that revenues increase by approximately

11%. Since a different structure is being implemented this

does not necessarily egquate to a straight percentage increase in
all customer's rates.

Make the increase effective during the winter low use months.
Rate increases in the. future should be done at this time to
minimize the initial impact of rate increases. This may also
assist businesses in budgeting if they utilize a calendar year as
their fiscal year.

The CUAC leaves the policy decisions of rate adjustments to the
Council.
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5. A Consultant should update this study every two years.

6. The City should update water System Development Charges in the
spring of 1993.

This recommendation was passed by the CUAC with a 5 to 2 vote on
October 6, 1993.

)
CUAC/rtc
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RESOLUTION NO.

A RESOLUTION OF THE CITY OF MILWAUKIE, OREGON, ESTABLISHING FEES FOR
WATER SERVICE AS PROVIDED BY MILWAUKIE MUNICIPAL CODE CHAPTERS 13.04 AND
13.20; CLASSIFYING THE FEES IMPOSED BY THIS RESOLUTION AS NOT SUBJECT
TO ARTICLE XI, SECTION 11(B) OF THE OREGON CONSTITUTION; AND REPEALING
RESOLUTION NO. 10-1992.

WHEREAS, the Milwaukie Municipal Code Chapters 13.04 and 13.20 provide
that fees for various water services be established by resolution of the
City Council; and

WHEREAS, the City has caused to be prepared a "Water Source Demand
Study" and a "Water Rate Study" which have identified the costs, rate
structure alternatives, and equitable cost recovery methods; and

WHEREAS, the Milwaukie Citizen Utility Advisory Commission has been
involved with development of both these reports and, based on their
analysis of these studies, has prepared and delivered to the City
Council recommendations for a revised water rate structure; and

WHEREAS, the City desires to establish within its water rate structure
both incentives for water conservation and a clearer relationship
between consumption and the amount charged;

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of Milwaukie
that:

Section 1. EFFECTIVE DATE: To be effective commencing with billings
prepared on or after January 1, 1994.

Section 2. BI-MONTHLY WATER BILLING PERIOD FEE:

a. A fixed base rate will be charged which includes no consumption.
This base rate reflects the costs associated with the ability to serve
the customer such as billing and meter reading.

b. The billing period fee will be based on the meter reading dates and
consumption.

¢. The fee for water service per connection:

METER SIZE FIXED BASE RATE PER 100
IN INCHES RATE CURBRIC FEET USED
3/4" or smaller $ 5.79 $ 1.31

i» 8.05 1.31
1172 12.99 1.31

2" 20.17 1.31

3" 48.73 1.31

4" 70.66 1.31

6" 126.12 1.31



Section 3. BI-MONTHLY LOW INCOME FEES: A reduced water service fee of
$2.90 fixed base rate and $1.31 per 100 cubic feet of water consumption
shall be charged for individual water system users qualifying under
Chapter 13.20 of the Milwaukie Municipal Code.

Section 4. BI-MONTHLY STANDBY CHARGES: Fee for standby water lines and
service used for fire protection:

METER SIZE FIXED BASE RATE PER 100
IN INCHES RATE CUBIC FEET USED

O0Standby Fire Protection

2" 8.58 1.31
4" 30.95 1.31
6" 45.06 1.31
g" 61.18 1.31
10" 77.29 1.31
2" 93.41 1.31

Section 5. CUSTOMERS OUTSIDE THE CITY LIMITS: TFee for water service
outside the city limits of Milwaukie shall be 1.5 times regular fee.

Section 6. TEMPORARY SERVICE FEE: Pursuant to Section 13.04.060, the /
fee for temporary service shall be: '

a. Fixed base rate bi-monthly water fee will be as
defined in section 2 of this resolution

b. Rate per 100 cubic feet of water consumption will
be $1.31

¢. A hook-up fee of $21.00 will be charged for
temporary meters.

d. A discontinuance fee of $21.00 will be charged for
the removal of temporary meters.

e. A security deposit of $500 will be collected at
the time application is made for temporary
service. A refund of the deposit will be made
after the deduction of outstanding water fees.

RESOLUTION NO. Page 2 of 3
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Sectlion 7. OTHER FEES: The following fees are set by this resolution:

a. Delinquent Payment/Service Restoration Fee:
During working hours - $21.00
Outside working hours =~ $31.50.

b. Discontinuance of water service pursuant to
Section 13.04.080 (E):
During working hours - $21.00
Outside working hours - $31.50

€. Meter removal and replacement pursuant to Section
13.04.080 - Actual cost.

d. Meter testing pursuant to Section 13.04.080 (2) -
* Actual cost. '

Section 8. SECURITY DEPOSIT: Pursuant to Chapter 13.04.100 of the
Milwaukie Municipal Code, the City may require a deposit from all new
applicants for service and those requesting restoration of service in an
amount not to exceed the fixed base rate fee for six months as security
against unpaid fees.

Section 9. CLASSIFICATION: The City Council determines that the fees
imposed by this resolution are not taxes subject to the property tax
limitations of Article XI, Section 11 (b) of the Oregon Constitution.
Section 10. REPEAL. Resolution No. 19-1992 is hereby repealed.

Introduced and adopted by the City Council of Milwaukie on

.

Mayor Craig Lomnicki

ATTEST:

City Recorder

APPROVED AS TO FORM:

City Attorney

RESOLUTION NO. Page 2 of 3
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Milwaukic Water Rate Stuay 1993

EXECUTIVE SUMMARY
A. Background

In December 1992, the Ciry of Milwaukie authorized FCS Group to procesd with a
revenue requirements and cost of service rate study. The purpose of the study was t@
deveiop updated water rares sufficient to meet the current and projecied financial
requirements of the utlity while providing an equitable method for recovering coswss. The
study addresses five general areas:

- ‘Capiral Funding and System Development Caarges

o Revenue Requirements Projecdons
o Cost of Service Allocation
o Customer Classification and Unit Costs

o) Rare Design
B. Capital Funding and System Development Charges

The total estumared cost of the five year CIP from FY 1993-94 through FY 1997-98 is
over 32 miilion in escalated dollars. Capiral funding resources were esumated from a
variety of potenual sourcss: esumated availabie fund baiances, rates; system
development charge revenues; capital reserves; and revemue bonds.

We recommend the City formalize a long term perspectdve on capital financing which
allows the City o plan for the future rate impacts of planned capial projecs. Such a
perspectdve will stabiiize rate impacts and provide more effecive financial planning. We
recommended the City eswblish a replacement reserve to be supported by ammual rate
contributnons equal to $250,000 in the first year (approximately the amount of annual
depreciaton expense) and adjusted for infladon in future years.

C. Revenue Requirements Projections

The rate revenue requirements analysis projecs the amount of funding required from
rates for the study peziod. It recogmizes the cash ne=ds of the udlity and tests the nesd
0 mest other obligations, such as coverage requirements on revenue bonds. Revenue
requirements from rates are esimated to be aver S8.7 million during the five year stu

" period. »

1 Premared by FCS Group (206) 867-1802



" Miwaukie Water Rate Study 1993

The revenue requirements include the tunding of recommended capital reserves and the
nesd for adegquate operatng reserves. [t is our recommendanon that the Ciry maintain a
balance of at least 75 days of cash operaung expenses 0 accommodate routine
fluctuanons in revenues and expenses. To meet reveQue requirements, we recommend
the following percezntage increases in overall revenues based on a Jammary 1 rate
implementaton date. Actual rate increases will vary by customer class depending on the
cost allocaton and rate swucure.

RECOMMENDED PERCENTAGE INCREASES IN OVERALL REVENUES

| io939e | 199e95 | 199596 1996-97 1997.98 |
1% | 1% | 6% 4.0% 40% |

D. Cost of Service Allocation

The cost of service allocadon provides the basis for recovering revenue requirements
from customers according to the average or peak demand they piace on the udlity. Costs
are allocated to four funcdonal cost categories:

1. Customer (readiness to serve and customer billing);
2. Base (average levels of service);

3. Exma Capacity (peak demand requiremeants);

4. Fire Protecdon (storage requirements and hydrants).

E. Castomer Classification & Unit Cost Development

In order to dismibure these costs among system users, we developed umit costs based on
customer class statstcs provided by the City. We applied various combinations of the
unit COStS tO generate alternanve rate sTuctures.

The current rate sTucrure assigns a mumerical code to each meter size but does not
idendfy whether the account is residential, muiti-fammily, or commercial For the purposes
of this rate study, we used the sewer code to identfy customer class. However, certain
accounts have no sewer and therefore the use classification cannot be determined.

I the City decides to adopt an increasing block rate structure in the fumre, the

customer classificadon for each account must be determined and identfed i the billing
system rate swucture. Alse, before implementing an increasing block rate structure, we
recommend the Ciry update the customer and use statistcs with recent data. In the rare
study, we relied on statstcs from 1991 because 1992 stadstcs were flawed due o billing
system implementatdon and biased due to regional water reswictons which, while not
appiicabie in Milwaukie, affected usage pamerns.

"~

Prepared by FCS Group (206) 867-1802



Milwaukie Water Rate Study 1993

SUMMARY OF RECOMMENDED RATE INCREASES
| _1993-94 | 1994-95 | 1995-36 | 1996-97 | 1997-98 |
|| Total Cash Available ! 51,7127001 $1,491,307 | $1,481,496| $1490,104| 31,515,884
Total Cash Needed ‘ $1,712.700| $1,793.281| $1,672.576| $1,968,791| $2.064,448
Cash Shortfall | $0| (3301,974) (5391,080) ($478,687) ($548,564)
Rate Increase Required | 0.0%|  21.6% 6.2% 6.0%| 4.7%

THESE RATE INCREASES PROVIDE THE FCLLOWING BENEFTS:

—— a cash reserve to protect and replace the City's investment in long—term fixed assets. The
reserve will pay for replacing assets when they wear out without large rate increases.

—— finance a $2.1 million, 5—year construction schedule which continues the effort to up —size
and upgrade water mains and provides for the possibie need to increase system capacity.

—— bring cash reserves up to reascnable levels.

—— pay for cn—geing O & M estimated to cost about $7 million. Includes inflation of 4% per year.

Prepared by FCS Group (206) 867-1802
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Milwaukie Water Rate Study 1993

F. Rate Design

In order to reflect Ciry rate policies on equity, conservadon, and lifeline rates, we
developed four rate alternatives: two variadons on the existung rate swucture (minimum
.charge and flat excess use charge for water usage over a water allowance derermined by
meter size); a volume based rate with no allowance; and an increasing block rate which
charges increasing volume rates for usage over specified levels.

We recommend the City adopt 2 volume based rate with no allowance. This rate
structure reduces the fixed monthly charge for all customers and eliminares the water
allowance so that all consumpuon is billed at a flat rate charged to all customers. This
rate szucture will move the City towards a rate sucture which promotes efficient and
conservauve use of water.

We recommend that the City adopt new rates as of January 1, 1994, with annual rate
increases taking effect in January of subsequent years.

The following tables show the recommend rates and a comparison to existng Or

proposed rates. Note that calculating the sample bills manually will produce slightly
different results due to rounding to the nearest cent.

4 Prepared by FCS Group (206) 867-1802
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MILWAUKIE WATER RATE SCHEDULE
SI-MONTHLY WATER FEES (EVERY TWO MONTHS)

. Rates effecuve Juty 1992 . Aecommenaeq Rates erfecuve January 1954
Meter Water Fixed with Excess Water Fixed, No
Size Allowance Cct Minimum Use per Ccf Allowance Cct  Minimum  Use per Cctf
3/4" or smaller <] S12.00 $1.16 o] 35.79 sSt.21
1 10 $21.00 $1.18 0 3$8.05 $1.31
112 20 S42.00 3$1.18 o] $12.99 $1.31
2* 32 $83.00 $1.18 Q $20.17 S$1.31
3" 80 $120.00 $1.16 0 $49.73 $1.31
4" . 100 $200.00 $1.16 o} $70.66 $1.31
&" * 200 $400.00 $1.16 o} $126.12 $1.31
Low income ’ 6 $6.00 $1.16 o $2.90 $1.31
Standby Fire Protection
2" 32 $24.20 31.16 o] $8.59 $1.31
4 100 $48.40 $1.16 0 $30.95 $1.31
" 200 $72.680 $1.18 o $45.06 S1.31
g" 320 3$56.80 3$1.16 0 3$81.18 $1.31
10* $121.00 $1.16 0 $77.29 S1.31
12* $145.20 $1.16 0 383.41 $1.31
Qurtside City Limits 1.5 imes reguiar fee 1.5 imes requiar fee
SAMPLE BILLS
gill gill @
Consumption| @ existing Recommended %
Customer Type Cd rates rates Increase
3/4* rasidenual
fFebruary/March average 14 $21.28 $24.13 13.4%
Annual average 17 $24.76 $28.06 13.3%
AugustSeptember average 24 $32.88 $37.23 13.2%
Moderately High Consumpto 40 S$51.44 $58.19 13.1%
Very High Consumption 70 $86.24 $87.49 13.0%
Low /ncome Annual Average 10 $10.64 $16.00 50.4%
2* commercial 164 $216.12 $235.01 8.7%

5 Prepared by FCS Group (206) 867-1802
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THRESHCLDS FCR INCREASING SLOCK FATES

Sioex :k:cx sioex
Mecer Size 3 2 3
LY 3 12 3%
1¢ Q 0 <0
112° o] 40 80
> o 84 128
< 9 128 258
< o] 20 00
CCMPARISON CF RECCMMENCED WATER RATES & o 400 800
EFEECT IVE JANUARY 1994 AND PRCPCSED RATES
Sl-=MONTHLY WATER F3 (BVESY TWO MONTHS)
mﬂweﬂmm\gsa MECOMMEeNCaq Hales 6hacuve Lantary 199«
Meter Feq wan £xcess Water Fxed NO Usa cer C2¢t
Size Anomma Q. Mimmum UsecerCS! | Alomarnca Cf  Minmum 3ok ! el Sicek 3
Fesioantat
J4* or smater 0 s8.52 Y g Q S5.80 S1.19 S1.44 S$1.588
1° a S7.68 Ly Wrg [s] $8.09 S$1.19 S1.44 S1.88
112 o] $1242 .z Q S13.14 $1.19 S1.44 $1.69
z o] $19.30 1.7 Q $20.41 $1.19 S1.44 $1.89
3 o} $47.48 Ly P g o] $50.04 $1.19 S1.44 S$1.69
< Q $87.50 St o] s71.28 $1.19 $1.44 S1.89
Low income [»] 785 Ly §sg *] $2.90 St.19 S1.44 $31.59
Cammercial
J/4* or snaiier [»} $5.52 by g o] $5.80 $1.28 $1.38 $1.38
1° o} S§7.58 iz Q $8.09 s1.38 $1.28 51.38
112 Q $1242 by -sg Q S$13.14 $1.28 $1.38 $1.38
e Q $19.30 st o] S20.41 $1.38 s1.38 S1.38
e o] $47.48 1. [°] $50.04 $1.38 $1.38 51.28
< o] $67.50 s\7 Q sT1.28 s1.28 $1.38 51.38
e Q S120.65 st Q S127.83 s1.38 $1.38 $1.38
Sanchy Fre Protecton
2 o] $8.1S by g 2] $8.51 $1.38 $1.38 $1.38
-« o] 8.7 1.7 Q $30.48 s$1.28 $1.38 $1.38
(- Q S42.59 1.z Q S44.34 $1.38 $1.38 s$1.28
g Q ss7.82 Sz o] $50.18 s1.28 $1.38 $1.38
10 Q $73.04 sz s} $78.01 si.38 $1.38 $1.38
12 Q 887 Sz o] $81.85 $1.38 $1.38 $1.28
QOumsias Cltv Ums 1.5 times requiar fee 1.S trmes raquiar Be
SAMPLE BILLS
‘ N @ 5@
. Comumpont recommeanded | recommencsd %
Customer Tyne cet rares 7/53 rams 154 ncease
G4 resiceneR! ) .
Feonary/March average 14 $23.38 s2.54 -1.8%
‘Annual averaQs 17 $27.18 TS 0.3%
average 24 $38.10 7.3 4%
Hign Consumonon L ¢] §58.48 $54.33 13.9%
Hign Consumoton 70 $94.71 $114.98 21.4%
Low income Annual AveraQe 10 $15.5%0 $14.78 -4.8%
|27 comymnercal 164 $228.77 $248.08 7.83%

6 Prepared by FCS Group (206) 867-1802
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Financial Consulting Solutions Group, Inc.
8642 - 154th Avenue NE « Redmond. Washington 98052 « Phone: (206) 367-1802 « Fax: (206) 367-1937

August 16, 1993

Mr. Tim Corbertt

Public Works Directer

City of Milwaukie

6101 SE Johnson Creek Blvd.
Milwaulkie, Oregon 97206

Dear Mr. Corbert:

FCS Group is pleased to submit this report summarizing the results of the Milwaukie
Water Rate Study. The study considered the financial objectives and needs of the urdlity
and evaluated rate alternmadves. Our recommendations were developed in consuitation
with the Citizen’s Utility Advisory Committee.

The Milwaukie Warter utility is a financially sound utlity with rate structures that provide
equitable and affordable rates. The changes recommended are not dramatc revisions to
the City’s policies or practices but move towards City rate goals of equity, conservadon,
and providing affordable water service for basic human needs.

We recommended the City increase water revenues by about 11% as of January 1994,
followed by a similarly-sized increase the following year based on current projections.
The increases will provide the following benefits:

° a capital contingency/replacement reserve to protect and replace the
City’s investment in long-term fixed assets. The reserve supports
future replacement needs without extraordinary rate ncreases.

e financing for a $2.1 million 3-year capital improvement program
which continues the effort to up-size and upgrade water mains and
provides for the possible need for a new well and reservoir.

> increasing the working capital reserve to accommodate routine
fluctuations in revenues and expenses to ensure the fiscal integrity of
the umlity.



Corbert letter
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o financing for on-going operation and maintenance estimated to cost
about §7 million during the five years. This inciudes necessary urlity
O & M and transfers to other funds. The increase provides for
inflationary increases of 4% annually.

In order to reflect City rate policies on equity, conservadon, and lifeline rates; we
recommend the City adopt a rate stwucture which lowers the fixed monthly charge for all
customers and eliminates the water allowance. This change provides a rate strucrure
which promotes more efficient and conservatve use of water.

It has been a pleasure developing this study for the City. We appreciate the time and
effort which you, your staff, and the Citizens Utility Advisory Committee have provided.
Should you have any questions, please do not hesitate to call us at (206) 867-1802.

Sincerely,

Edward Cebron
Principal
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Miiwaukie Water Rate Study 1993

EXECUTIVE SUMMARY

A. Background

In December 1992, the City of Milwaukie authorized FCS Group to procesd with a
revenue requirements and cost of service rate study. The purpose of the smudy was to
deveiop updated warter rates sufficient to meet the current and projected financial
requirements of the utlity while providing an equitable method for recovering costs. The
study addresses five general areas:

o ‘Capital Funding and System Development Charges
o Revenue Requirements Projecdons

o Cost of Service Allocaton

o Customer Classification and Unit Costs

o Rate Design
B. Capital Funding and System Development Charges

The total esumated cost of the five year CIP fom FY 1993-94 through FY 1997-98 is
over $2 miilion in escalated doilars. Capiral funding resources were esumated from a
variety of potental sources: estmated available fund balances, rates; system
development charge revenues; capital reserves; and revenue bonds.

We recommend the City formalize a long term perspectve on capital financing which
allows the City to plan for the fumre rate impacts of planned capital projecss. Such a-
perspecuve wiil stabilize rare impacts and provide more effective financial planning. We
recommended the City establish a replacement reserve to be supported by annual rate
contributions equal to $250,000 in the first year (approximately the amount of annual
depreciation expense) and adjusted for infladon in future years.

C. Revenue Requirements Projections

The rate revenue requirements analysis projects the amount of funding required from
rates for the study period. It recogmizes the cash needs of the utlity and tests the need
to meet other obligations, such as coverage requirements on revenue bonds. Revenue
requirements from rates are estimated to be aover $8.7 million during the five year stu

" period. .

1 Prepared by FCS Group (206) 867-1802



" Milwaukic Water Rate Study 1993

The revenue requirements include the funding of recommended capital reserves and che
need for adequate operatng reserves. [t is our recommendaton that the City mainrtain a
balance of at least 75 days of cash operating expenses to accommodate routne
fluctuations in revenues and expenses. To meet revenue requirements, we recommend
the following percentage increases in overall revenues based on a January 1 rate
implementaton date. Actual rate increases will vary by customer class depending on the
cost allocadon and rate swucture.

RECOMMENDED PERCENTAGE INCREASES IN OVERALL REVENUES

199394 | 199495 1995-96 1996-97 199798 |
un |0 13% 6.5% 4.0% 40% |

D. Cost of Service Allocation

The cost of service allocation provides the basis for recovering revenue requirements
from customers according to the average or peak demand they piace on the udlity. Costs
are allocated to four functonal cost categories:

1. Customer (readiness to serve and customer billing);
2. Base (average levels of service);

3. Exrra Capacity (peak demand requirements);

4. Fire Protecton (storage requirements and hydrants).

E. Castomer Classification & Unit Cost Development

In order to distribute these costs among system users, we developed unit costs based on
customer class statistcs provided by the City. We applied various combinations of the
unit COsts t0 generate alternative rate swuctures.

The current rate structure assigns a oumerical code to each meter size but does not
identify whether the account is residential, muiti-family, or commercial. For the purposes
of this rate study, we used the sewer code to identify customer class. However, certain
accounts have no sewer and therefore the use classification cannot be derermined.

If the City decides to adopt an increasing block rate structure in the fiture, the

customer classificadon for each account must be determined and identified in the billing
system rate swucture. Also, before implementng an increasing block rate sucture, we
recommend the Ciry update the customer and use stadstcs with recent data. In the rare
study, we relied on staustics from 1991 because 1992 statstics were flawed due to billing
system implementaton and biased due to regional water reswicdons which, while not
applicable in Milwaulkde, affected usage parterns.

"~

Prepared by FCS Group (206) 867-1802



Milwaukie Water Rate Study 1993

SUMMARY OF RECOMMENDED RATE INCREASES

| 1993-94 | 1994-95 1995--96 1986-97 1997-98 |

Total Cash Available $1,712,700] 31,491,307 | $1,481,496| $1,490,104| 31,515,884

| Total Cash Needed v $1,712,700] $1,783,281| 31,872,576| 31,968,791 | $2,064,448
Cash Shortfal : $0| ($301,974) ($391,080) ($478,687) ($548,564)
Increase Required 0.0% 21.6% 6.2% 8.0% 4.7%

THESE RATE INCREASES PROVIDE THE FCLLOWING BENEFTS:

—— a cash reserve to protect and replace the City's investment in long—term fixed assets. The
reserve will pay for replacing assets when they wear out without large rate increases.

—-— finance a $2.1 million, S—year construction schedule which continues the effert to up—size
and upgrade water mains and provides for the possible need to increase system capacity.

—-— bring cash reserves up to reascnabie levels.

-— pay for on—geing O & M estimated to cost about $7 million. Inciudes inflation of 4% per year.

Prepared by FCS Group (206) 367-1802
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Milwaukie Water Rate Study 1993

F. Rate Design

In order to reflect City rate policies on equity, conservation, and lifeline rates, we
developed four rate alternatves: two variations on the existng rate stwucture (minimum
charge and flat excess use charge for water usage over a water allowance determined by
meter size); a volume based rate with no allowance; and an increasing block rate which
charges increasing volume rates for usage over specified levels.

We recommend the City adopt a volume based rate with no ailowance. This rate
structure reduces the fixed monthly charge for all customers and eliminates the water
allowance so that ail consumpton is billed at a flat rate charged to ail customers. This
rate stucture will move the City towards a rate structure which promotes efficient and
conservative use of water.

We recommend that the City adopt new rates as of January 1, 1994, with annual rate
increases taking effect in January of subsequent years.

The following tables show the recommend rates and a comparison to existng or

proposed rates. Note that calculating the sample bills manually will produce slightly
different resuits due to rounding to the nearest cent.
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MILWAUKIE WATER RATE SCHEDULE
8I-MONTHLY WATER FSES (EVERY TWC MONTHS)

Rates effective July 1992 Recommended Rates eifectve January 1994

Meter Water Fixed with Excass Water Fixed, No

Size Allowance Cct Minimum Use per C Allowanca Cef Minimum  Usa per Ccf
3/4* gr smalier 8 312.00 31.16 Q 35.79 31.31
1" 10 $21.00 $1.16 Q 38.05 3$1.31
11/2° 20 342.00 31.16 Q $12.99 31.31
2" 32 383.00 31.186 Q 320.17 31.31
3" 80 3$120.00 31.16 Q $49.73 31.31
4" . 100 $200.00 $1.16 0 $70.66 $1.31
6" ' * 200 $400.Q0 3$1.16 Q 3126.12 31.31
Low income : ] 36.00 31.16 Q 3$2.90 31.31

Standby Fire Protection

2* 32 324.20 $1.16 Q $8.59 $1.31
4" 100 3$48.40 3$1.18 ] $30.95 $1.31
6" 200 $72.60 3$1.18 Q $45.06 $1.31
8" 320 $96.80 $1.16 Q $61.18 S$1.31
10* $121.00 $1.16 0 $77.29 $1.31
12" $145.20 $1.18 Q $93.41 $1.31
Qutside City Limits 1.5 imes reguiar fee 1.5 times raquiar fee
SAMPLE BILLS
Bl Bill @
Consumption| @ existing Recommended %

Customer Type Cct rates rates increase
3/4" residantial

February/March average 14 $21.28 $24.13 13.4%

Annuaj average 17 $24.76 $28.06 13.3%

August/September average 24 $32.88 $37.23 13.2%

Modaerately High Consumpto 40 351.44 $58.19 13.1%

Very High Consumption 70 $86.24 $97.49 13.0%
Low Incorme Annuai Average 10 $10.64 $18.00 50.4%
2% commaercial 164 $216.12 $235.01 8.7%
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THAESHOLES FOR INCREASING 3LCCK RATES

o~

siocx siceK sicex
Meter Size i 2 3
R 3 12 24
1 Q 0 40
112" [o] 4Q 80
z Q 84 128
3 q 128 258
4 o} 200 200
CCMPARISCON CF RECCMMENCED WATER RATES & o] 400 300
EFFECTIVE JANUARY 1954 AND PRCPCOSED RATES
Sl-=-MONTHLY WATER FEES (EVERY TWO MONTHS)
reccmmMendea Hates srfecuve July 1953 racommencad Hales enacuve January 1994
Meter ‘Water Fixed wen Zxcess Wwater Fxed, NG Usa cer Co¢t
Size Allonmancs Ct Minmum UsscerCot | Allowance Cof Minmum  3leck ! Slock 2 3lcek 3
Fesicential .
34 or smatier Q §8.52 1.7 o] $5.80 S$1.19 $1.44 $1.89
1° o] $7.68 $1.27 Q $8.09 st1.19 $1.44 $1.59
1122 Q $12.42 .27 Q $13.14 st.19 St1.44 S$1.89
2 Q $19.30 1.7 qQ $20.41 $1.19 $1.44 $1.58
3 Q $47.48 1.7 Q $50.04 s1.19 $1.44 $1.89
4* Q $87.50 127 Q s§71.28 s$1.19 S1.44 S1.69
Low income Q $2.75 $1.27 Q $2.90 st.19 St.44 $1.59
Commercial
J/4° or smatler aQ $5.52 stz [o] $5.80 $1.28 $t1.28 s1.38
1 Q $7.68 $1.27 Q $8.03 s1.28 51.28 $1.28
112 q $12.42 $1.27 o] S13.14 $1.28 $1.38 s1.38
2 Q $19.30 $1.27 Q $20.41 $1.38 $1.38 st.28
3 o] S47.48 s1.z7 Q $50.04 $1.338 $1.38 $1.38
4 o] $67.50 stz7 o} §71.28 $1.33 s$1.38 $1.38
& Q $120.85 1.7 o] $127.83 $1.28 s1.38 $1.38
Stancby Fire Protaction
2 g $8.18 1.7 Q $8.51 $1.28 $1.38 s1.38
4* Q $29.27 sz Q $30.49 $1.38 $1.38 $1.38
& Q $42.59 1.7 Q S44.34 $1.38 $1.38 $1.38
g Q $57.32 by s Q §60.18 $1.28 $1.38 $1.28
10 Q §73.04 v Q §76.01 $1.38 $1.38 s1.38
12 o] $88.27 $S\7 o} $81.85 $1.38 $i.28 $1.28
Qumsida Citv Limns 1.5 times requiar f@e 1.5 imes requiar e
SAMPLE SILLS
@ @
: Comsumntiont recommaendad | recommendead %
Customer Type Cet rates 7/33 rates 1/54 Increase
G/4* resscontal
Feomary/March average 14 $23.38 2234 -1.8%
‘Annual average 17 $27.18 82725 0.3%
AugustSeptamber average 24 $38.10 $37.32 3.4%
Hign Consumuoton 40 $58.49 $84.33 13.9%1{
Hign Consumption 70 $S4.71 $114.98 21.4%
Lowincoms Ammual Average 10 $15.50 $14.78 -4.6%
2% commercal 164 $228.77 $248.09 7.3%
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I. INTRODUCTION/BACKGROUND

A. Background

In December 1992. the City of Milwaukie authorized Financial Consulting Sclutions
Group, Inc. (FCS Group) to proceed with a2 comprehensive analysis of revenue
requirements, cost allocatons, customer classificatdons and equitable cost recovery for the
water utlity. The rate study was developed in coordination with a water source demand
study which analyzed furure sources of water supply, developed water demand forecasts,
and idenufied furure capital improvements.

The utdility currently serves a residential populadon of about 19,000 and over 300
commercial customers. The udlity maintains ciose to 63 miles of water lines, seven wells,
three reservoirs, and the new Packed Aeration Towers. The udlity is upsizing water lines
eliminaring 2" lines to increase pressure and fire protection. Other utlity objectives are
developing a more equitable rate swucture, conunuing the employee cerufcation
program, conunuing the meter replacement program, investigating long term supply
agreements and regional cooperanon alternarives facilitating furure annexaton, and
securing long term water supply availability.

Current water rates are based on a commonly used two-part rate which includes a
minimum charge and a excsss use charge for water usage over a water allowance. The
residential rate (for meter size 3/4" or smaller) is $12 every wo months for usage under 6
hundred cubic feet (6 Ccf, or about 4,500 gailons) with excess use over 6 Ccf charged at
$1.16 per Ccf. Warer rates were increased by about 5% in July 1992. Previous rates had
been in place since 1989.

The rate swudy relies on the Capital Improvement Program (CIP) as defined in the
Milwauldie Capital Improvement Plan, Fiscal Years (FY) 1992-1993 through 1996-1997
and as amended in the proposed FY 1993-1994 budget. The CIP inciudes
repair/replacement projects such as water line upsizing projects and system improvements
such as a new reservoir.

There are essentially three basic elements to a utlity rate study; revenue requirements,
cost of servics allocadon, and rate design. A thorough rate study will expand upon these
to reflect the specific goals of a udlity such as planming for growth, funding replacement
projects, improving rate equity, or meetng rising operating costs. A conceprual diagram
of the rate study structure is shown in Figure 1.

~
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B. Scope of Work

The rate study covers the period from FY 1993-94 through FY 1997-1998. Specific study
tasks included:

Q

Identify or develop fiscal polices establishing financial objecdves and constrainrs.
This inciudes operaung reserves, contngency reserves, bond reserves, replacament
funding, and the capntal strucrure.

Develop a capital financing strategy including cash versus debt funding strategies.
With completon of the water source demand study, update System Development
Charges. )

Examine the allocaron of departmental and inter-fund overhead including the
potenual consequence of impiemennng a new stormwater utlity on the allocadon
of overhead caosts. '

Project annual revenue requirements and test revenue sufficiency based on a cash
test and a coverage test

Develop customer usage statistics, develop functional and customer cost of service
allocations, and disaibute revenue requirements to each customer class.

Identfy up to four rate alternatives which meet both sufficiency and squity
criteria.

Prepare a report and provide a documented rate model including training in
model use.

Present study findings to the City Council, the Citizens’ Utility Advisory
Committee and the public.
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II. CAPITAL FUNDING

The significant cost of today’s capital projects is perhaps the most common imperus for a
water rate study. The high level of capital investment in most water utlides makes
capital costs, and their funding support through debt service or other means, one of the
most significant cost elements of udlity revenue requirements. With the condnuing
decline in federal and state grant funding support for capital improvements and the
increasing compeunon for those funds, the burden on the local unlity will increase.

The specific goals of the capital financing analysis are to idenrify the financing methads
which might be empicyed and to determine the general impact on rates and other

- revenue sources.

The general capital financing strategy developed for the Milwaukie water umlity is based
on two fiscal policies:

o Replacement Reserve. A replacement reserve and funding swategy
is a prudent way to protect the City’s investment in ong-term fixed
assets. The reserve should enable the City to support future
repiacement nesds without extraordinary rate increases, while
recognizing the potenuai burden on existing customers of funding
both current improvement and future replacement needs. The
annual conuibution for replacement reserves shall be set at $230,000
per year (approximately the amount of annual depreciation expense)
adjusted for inflation.!

o Capital Financing for replacement, repair, and rehabilitation
projects and for improvement projects. To the extent that funds are
available, replacement projects will be funded first from the
replacement reserve, then through any surplus fund balances, and
then through rates. Improvements to the system shall be scheduied
and budgeted with consideradon of the rate impacts which may
result. Small capital improvement projects will be financed using
rate revenues or System Development Charges (SDCs). Large
capital improvement projects will be financed using revenue bonds
or some combination of SDCs, rates, and revenue bonds.

The replacement reserve also serves as a source of contingency funds to mest
unexpected emergency outlays.
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A. System Development Charges (SDCs)

SDGs are capital contributions om new customers used 0 generate capiral and provide
an equitable reiationship berween new and exisung customers. SDCs were revised in
1991 to comply with.requirements of ORS 223 which provided a uniform framework for
the impositdon of SDCs. An update of the water SDCs is being developed in
conjunction with this study.

Revenue from SDCs can be used only for water capital improvements. The
reimbursement fee porton may dbe used for any capital improvement of the udlity, while
the use of improvement fees is limited to the specific projects used as the basis for the
charges.

The balance available in the Water System Development Charges Fund as of June 30,
1992 was $94,098. Annual revenues are esumated to be about 357,000 based on existng
fees.

As part of the capital financing swategy, SDC funds are used to finance the large
reservair project in FY 1996-1997. This project was included in the improvement fes
basis and is eligible for both improvement and reimbursement fee funding. Using SDC
revenues for this costly project reduces the amount of revenue bond financing required.

B. Capital Projects and Funding

The cost and schedule of the udlity’s planned capital projects was provided by the Ciry’s
- five year CIP for FY 1992-1993 and FY 1996-1997. The CIP provides a caralog of
projects and estimates project costs.

Capital funding resources were estimated from a variety of assumed sources: estimated
available fund balances, rates and contngency/repiacement reserve transters, SDC’s
revenues, and revenue bonds.

L Capital Projects

The total estimated cost of the five year CIP from FY 1993-1994 though FY 1997-1998 in

unescalated doilars is 31,932,450. In dolilars escalared at 3.7%, the total esumated cost is
$2,105,878.
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FIVE-YEAR CAPITAL IMPROVEMENT PLAN

1995-94 | 199495 | 199596 | 1996-97 | 1997-98 | Toral |
Unescalated | $264,350 | $218,100 | $300,000 | 3$900,000 | $250,000| $1,952,450 |
Cost
Escalated $264,350 | $226,170 | $322,611 | S1,003,642 | $289,105 32,105,878|
Cost

Most of the capital projects are to replace and/or upsize water lines. The CIP includes a

new well In FY 1995-96 and a new 2 miilion gallon reservorr in Y 1996-97. 1t is

assumed thar rates, existing balances and the newly established contingency/replacement
reserve will financa most of the CIP. Revenue bonds and SDC revenues will be used to

financa the reservoir.

CIP FUNDING SOURCES

1993-94 | 1994-95 | 1995-96 1996-97 1997-98 Toral
Conringency/Replace $250,000 | S195,993 | $289,407 S0 | $289,105 | $1.024,505
ment Reserve
Rates & Existing 5143501 $30,177 | $§33,204 $0 S0 $77,751
Balances
Bond Proceads $0 30 $0 700,965 S0 $700,963
System Development 30 S0 S0 $§302677 $0 $302,677
Charge
Total $264,350 | $226,170 | $322,611 | 31.003,642 | - 3289,105 | $2,105,378 || -

In additon to financing the CIP, the City will accumulate a contingency/replacement
reserve balance of over $300,000 by FY 1997-98 from the annual replacement reserve
contribution. This balance can be used to fund future capital projects or as a source for

contingency funds.
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Funding the CIP
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ClP FUNDING SOURCES

1968—-94 1994-35 1995—936 1996—937 1997-38

Contingency/Repiacement Reserve 250,000 195,993 288,407 0 289,105
Rates & Existing Balances 14,350 30,177 33,204 Q Q
Bond Prcceeds Q 0 Q 700,865 a
| System Qevelooment Charges a Q 0 302,677 Q
Totai GP 264,350 226.170 322.811 1,003,642 259,105
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OJ. REVENUE REQUIREMENTS

The purpose of a revenue requirements analysis is ©© project the amount of rate revenue
needed in a given year to meet that year’s financial obliganons and planned conoibudons
to capital reserves. This analysis is significanty different from either the city’s budgeting
or financiai reporung processes.

Two separate condirions must be satisfied for rates to be sufficient to meet financial
needs: periodic cash needs must be met, and the minimum revenue bond debt servics
coverage requirement must be realized.

The cash flow test identfies cash requirements for the udlity. Those requirements
can include cash operating and maintenance expenses, debt service, directly
funded capiral cutlays, and any projected additions to reserves. Because
depreciation expense is not a cash requirement, it is not inciuded in this test. The
total cash needs are compared to projected utlity revenues. Any shortfails are
idenufied and the level of rare increase necessary to make up the shortfall is
estimated.

The coverage test is based on a commitment made by the City to the issuer of
bonds. To ensure its ability to repay the debe, the city agress to collect at least
enough revenue to pay all cash operating expenses, pius revenue bond debt
service, plus a coverage factor of 25% of debt service (annuai principal and
interest). The coverage factor acts as a cushion for the bondhoiders against poor
financial performance. It is important to note than any obligations "junior” to
revenue bond debr, such as addidons to reserves, are ignored when this test is
made. This means that, in some instances, the revenue required to meet the
utlity’s coverage requirements can be less than the cash needs of the utility. If so,
the cash test would prevail in defining annual revenue requirements.

A. Components of the Revenue Requirement Analysis
The FY 1993-94 operating budger was used as a basis for projecting both revenues and
expenses. In order 0 project revenues and expenses, the following assumptdons and
adjustments were made:

Operanng Revenue

o Water fee revenues have been increased by four-tenths of one percent

through FY 1994-95 and by six-tenths of one percent through FY 1997-58
to reflect growth in the number of customers.
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Q

Water use per customer is projected to remain the same as FY 1992-93.
This dme period included a reduction in use (esumated to be about 11.5%
based on available stanstcs) due 1o drought condidons and'conservadon
measures adopted by surrounding communides. [t is assumed that rate
increases, especially increasing block rate smuctures, will contnue to exert a
downward pressure on use but not beyond the decrease already
experienced.

Operarning Expenses

Q

.Operartion and maintenance costs have been escalated ar the assumed

annual rate of infladon and the growth rate.

Depreciaton expense, although not a cash expense, is assumed to be equal
to the previocus year plus the estumated depreciadon on the new addidons
to plant per the CIP.

Contract meter reading was added in FY 1993-94 at $.38 per read plus a

31,000 one ume cost in the first year. Contract meter reading costs are 1ot

escalated untl FY 1996-97.

General Fund indirect costs are based on the exising allocadon from the
city budget.

To ensure the fiscal and physical integrity of the udlity, cash needs will be
defined to inciude sufficient reserves to accommodate routne fluctuations
in revenues and expenses. The operating reserve for the water utlity will
be 75 days (or 20.5%) of operatng expenses.

Cash needs include sufficient reserves to meet unexpected emergency
outlays. A contingency reserve shall be set at 1% of fixed assets, but not
less than $45,000. When a replacement reserve has been funded, it may
serve as a source of contingency funds. In such case the contingency
reserve requirements are reduced to the extent of existing replacement
reserve. The minimum reserve requirement can be accumulated over more
than one year to soften the first year rate impact.

As discussed in the Capiral Funding secton, the annual contibution for

replacement reserves is set at 3250,000 per year (approximately the amount
of annual depreciation expense) adjusted for infladon annuaily.
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Nonoperating Income and Expenses

o) [nterest income is a2 summation of interest earned on the fund balances at
the assumed interest earnings rate of 4.5%.

o Interest expense is the annual interest on both exisung and gew debt
service.

B. Revenue Sufficiency Tests

As stated previously, there are two separate tests t0 determine the required revenues:
the cash flow test and the coverage test. Revenue requirements are calculated for each
test for each year in the smudy period. The following example shows the caiculation for
FY 1993-94. (The detailed appendix shows the calculation for other years.)

In the example, the cash flow test results in a 3247,179 deficiency while the coverage test
results in a §70,329 surplus. Rate increases are nesded to meet the udglity’s cash
requirements (as opposed 0 coverage requirements). This is tue for every year in the
study period. For FY 1993-94 cash balances are availabie that can be used to cover the
revenue deficiency so that no rate increase is necessary. However, a rate increase is
recommended as a means to reduce the larger rate increases which would be required in
following years.

For the cash test, the foilowing items are added to determine the FY 1993-94 revenue
requirement: ‘ '

Cash Flow Test EFY 1993-94
Operatng Expenses $1,301,142
Debrt Service (Principal and Interest) $147,208
Contingency/Replacement Reserve $250,000

Cash used for Capital Projects $14.350
Total Expenses $1,712,700
Water User Fees 51,394,521
Other Income $71.000
Total Income 51,465,321
Revenue Deficiency (3247,179)
Use of Cash Balances $247.179
Net Cash Requirements $0
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For the coverage test, the following items are added to determine the FY 1993-94
revenue requirement:

Coverage Test EFY 1993.94
Operaung Expenses 31,501,142
Debt Service on Revenue Bonds $107,068
Coverage Required $26.767
Total Revenue Requirement 31,434,977
Warter User Fees 31,394,521
Other Income $71,000
SDC Revenue 339,785
Total Revenues $1,505,306
Revenue Surplus $70,329

C. Summary of Revenue Requirements

The following table shows the revenue deficiency for each year of the study period.
There is no revenue deficiency shown in FY 1993-94 even though there is a $247,179
negative cash flow because existing cash balances in the water fund are used to cover the
deficit. Nevertheless, we recommended that the City increase water rate revenues by
11% in January 1994. Adopting a rate increase six months earlier than required wiil
reduce the impact on customers of the large rate increase required in FY 1994-95.
Under this recommendation, the net revenue requirement for 1994 becomes §1,547,919
rather than $1,394,521 for FY 1993-94.

1993-94 | 199495 1995-96 1996-97 | 1997-98

Revenue 30 ($301,974) (3391,080) ($478,687) (5548,564)
Deficiency

Rate Increase 0.0% 21.6% 6.2% 6.0% 4.7%
Required

Rate Increase 11% 15% 6.5% 4.0% 4.0%
Recommended
based on
January Ist
implementation
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IV. ALLOCATION OF PLANT AND EXPENSE

The cost of service allocaton provides the basis for recovering revenue requirements
from customers according to the demand which they place on the system. Operadng
expenses are recovered based on the equitable allocation of expense; capital and debr
service costs are recovered based on the equitable allocaton of plant. Under AWWA
methodology, a two-step process is recommended to allocate operadng expenses and
capital and debt service revenue requirements:

e First, costs are allocated to four cost categories:

- Customer. Costs associated with providing service to customers, such
as billing, are included in this category. These costs are typically
associated with the number of accounts or customers.

- Base. These are costs associated with meeting a constant, Or
average, annual rate of use.

- Exmra Capaciry. Costs associated with meeting usage and capacity
requirements in excess of average are inciuded in this category, such
as for summer irrigation.

- Fire Protecion. Costs associated with providing direct fire protecdon
are included in this category. This pertains to storage requirements
and hydrants.

o Second, costs are distributed to specific customer classes by developing umnit
costs, based on customer demands which are applied to conswuct
alternative rate designs. Various combinations of unit costs are considered
in order to meet policy objectives and ease rate implementaton.

The allocation of plant and expense is based on known or assumed reasons for cost
"causation”. In the case of plant ailocation, use of the asset is the primary basis for
categorizing plant line items. For expenses, purpose and cost relatonships (often based
on the piant allocation) are used. Each item is allocated to one or more of the cost
categories listed above.

A. Allocation of Plant
In general, the allocation of piant is performed by identifying a relaticnship between

plant-in-service and system use, and making a corresponding allocadon. For example,
reservoirs are usually allocated among the base, extra capacity, and fire protection
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categories based on a "siorage design rario”. The allocaton to base reflects the pordon
of water storage designed for standby purposes. The allocation to exwma capacity redects
the porticn of storage designed for equalizing peak day purposes. The allocation to drs
protection redects the pordon of storage designed to meet fire flow requirements. With
engineering input and historical experience, similar relatdonships are identfied for ail
udlity plant

The City was unable to provide fixed asset records to show the amount of investment in
service connectons and meters. These costs usually are ailocated to the customer cost
category. Because the records were not available, there are no plant costs allocared to
the customer cost category. The primary use for the utlity piant allocadon is to allocarte
debr service and capiral funding which are not used for customer related service
connectons and merters; therefore the lack of a customer cost allocaton is oot considered
significant. Operadon and maintenance costs for services and meters are allocated to
customer costs in the Expenses allocaton.

The resulting total plant allocation percentages for each cost category are weighted
averages of the plant allocations. The plant allocation is shown in more detail in the
Techmical Appendix.

UTILITY PLANT COST ALLOCATION

Cast Category Customer r Base Extra Capacity | Fire Protecdon
Percentage 0% 41% 54% 5%

B. Allocation of Expenses

In general, the allocation of expenses is made by identfying a relationship between each
expense and the assumed reasons the cost is incurred. For example, mains maintenancs
is allocated to the base and exwa capacity cost categories based on the recommended
design peaking rato for average day use to peak day use (1:2.4). Applicadon of this
rato assigns a greater proporton of peaking costs to those customers who peak most
frequently: single family residences. Similar relatonships are identified for each expense
itemn.

As part of this rate study, the City began developing a labor cost distributon to more
precisely assign salary costss. As actual informaton becomes available, the City should
review the salary expense allocation to determine whether the existing ailocaton should
be modified to comply with actual resulits.
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The resuiting expense allocation percentages for each cost category are weighted
averages of the expense ailccations. The piant allocation is shown in more detail in the
Technical Appendix.

EXPENSE COST ALLOCATION

o
—

Cost Category Customer Base Extra Capacity | Fire Protection

Percentage 12% 32% 48% 8%

Revenue requirements are ailocated to each category by the expense allocation
percentages to arrive at the level of revenue required for each cost category.

C. Summary of Allocations

The results of allocating the net revenue requirement for 1994 (§1,547,919 under the
recommendation to start the rate increase as of January 1, 1994) are shown in the
following table. The Technical Appendix shows the net revenue requirement cost
allocations for each year in more detail.

NET REVENUE REQUIREMENT ALLOCATION

Cost Category Customer Base Extra Capacity | Fire Protection
Allocation $159,390 $520,292 $756,373 $111,664

These totals represent the dollar amounts for each cost category to be recovered from
rates. They are determined by muitiplying total expenses, rate-funded capital and debts
service, and non-rate revenues by their respective ailocation percentages, then summing
the products.
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V. CUSTOMER CLASSIFICATION AND UNIT COST DEVELOPMENT

In order to create an equitable rate structure, its is Orst necessary w0 idenufy customer
classes and then to further segregate customers by a few levels of average consumpdon.
This approach provides the fexbility to install an increasing block rate smucture. [n
addidon, it creates one of the bases for unit cost calculations.

A. Definition of Customer Classes

The current rate structure assigns a numerical code to each meter size but does not
idenufy whether the account is a residendal, multi-family, or commercial. For many
accounts, it is possitle to determine a residental or commercial ciassificaton based on
the sewer code. However, certain accounts have no sewer and therefore the use
classificaton cannot be determined. It is not possible to determine multi-family accounts
from the billing dara.

For the purposes of the smdy, we classified all sewer code residential accounts as
residental; all sewer code commercial accounts as commercial; all no sewer code
-~

accounts with a merer size less than 3" as residendal; and all no sewer code accounts with
a merer size 3" or more as commercial.

If the City decides to adopt an increasing block rate structure, the water rate structure
must be modified to identify residental and commercial accounts. Before implementung
a new rate sucture each account must be identified as residential or commercial. Also,
we recommend identifying muiti-family accounts as a separate rate classificaton so that
usage parterns will be available for future rate studies.

B. Customer Usage Patterns

In order to create an effectve increasing block rate, it is necessary to designate
appropriate usage blocks. These thresholds are determined by incorporating both usage
patterns and stated City policy. We have identified the following usage threshoids for the
increasing biock rate alternatives:

° Residenmal Singie family residences with 3/4” or smaller meters make up
the majority of customers in this class. These customers are biiled for an
average usage of 13.9 Ccf bimonthly during the winter season and 24.7 Ccf
bimonthly during summer season; a 78% increase in consumpuon. We
recommend that usage blocks be established at 12 and 24 Ccf bimonthiy.
Usage thresholds are based on meter equivalents and increase with
Increasing meter size.
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PERCENTAGE OF BILLS AT THRESHOLD USAGE LEVELS

6 Caf 12Cct 24 Cot
% at or % % at or % % at or %

;I_'ime Pariod Under ovar Under aver Undar aver
Aasidengal 3/4" '

Wintar (Febr./March) 19% 81% 53% 47% 86% 14%

Summer (August/Sept) 10% 90% 24% 76% 53% 7%

Year Round Avarage 14% 86% 39% 61% 76% 24%
Low [ncome

Year Round Average 38% §2% 72% 28% 31% 9%
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o Commercial. We recommend a single commodity rate for commercial
customers rather than an increasing block rate due to the more uniform
usage partterns and the vide variance in usage levels of most commercial
customers.

C. Development of Unit Costs

Once both the rate revenue requirement and the customer and usage classifications are
determined, unit costs are developed for each cost allocation category using the mast
applicable bases. These umit costs provide the building blocks for possible alternatve
rate designs. There is not necessarily a single umnit cost for each category, since there are
numerous ways of allocating or recovering costs. For example, peak demand costs could
be allocated using any number of different bases: uniformly from all consumption; in
proportion t0 maximum potential demand (e.g. meter size); or from all consumption
above some ordinary or allowable level.

Listed below are the unit costs for 1994 developed for each allocation category. With the
various umt costs, it is possible to build several rate alternatives by combining these unit
costs, or portions of them, under different assumptions.

Q Customer - two basic classification methods were used to distibute
customer COosts:

- Alternative A, Fixed bimonthly account charge; the total allocated
cost of $159,390 is divided by the total number of bills, 37,890,
calculate a unit cost of $4.21 per account per bimonthly bill.

- Alternative B, Fixed charge per meter service equivalent; the total
allocated cost of the $159,390 is divided by the total number of
meter service equivalent units, 9,757, to calculate a unit cost of 32.72
per equivalent service unit per bimonthly bill.

o Base - Alternative C, a volume charge; the total aflocated cost of $520,292
is divided by anticipated consumption of 973,933 Ccf to calculate a unit cost
of 3.55 per Ccf.

o Extra Capacity - three basic classification methods were used in this study to
distribute extra capacity costs:

- Alternative D, a volume charge; the total allocated cost of 3756,573

is divided by the anticipated consumption of 973,933 Ccf to calculate
a unit cost of 3.78 per Ccf.

24 Prepared by FCS Group (206) 867-1802



Milwaukie Water Rate Study 1993

-

Alternatve E, volume charges for usage thresholds. In order to
build volume charges based on different usage threshoids, it is
necessary to allocate the revenue requirement for exmra capacity
berween residential and commercial classes. To do that, the
residential share of the extra capacity cost (3589,303) is calculated
based on the volume charge. Then the residential allocated cost is
divided by anticipated usage in each of the consumpton blocks to
calculate a unit cost of $1.57 per Ccf for consumption over 12 Ccf
and a unit cost of $3.03 per Ccf for consumption over 24 Cct

Altérnatve F, a fixed charge per meter flow equivalent; the total
allocated cost of $756,573 is divided by the total number of meter
flow equivalents, 11,249, to calculate a umit cost of $11.21 per meter
flow equivalent per bimonthly bill.

o Fire Prorection - Alternative G, a fixed charge per meter flow equivalent;
the total cost of $111,664 was divided by the total number of meter flow
equivalents, 11,249, to calculate a unit cost of $1.65 per meter flow
equivalent per bimonthly bill.
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VI. RATE DESIGN ALTERNATIVES

The rate structures evaluated in this section are designed to recover the projected
revenue requirement for all alternatives. The rate strucrures which generate those
revenues can vary in terms of fixed charges, variable charges, or in the definition of
customer classes. The rate structures are evaluated based on equity, City policy
objectives, revenue stability, and easy of implementation. There is some "art" involved in
mixing appropriate combinations of umit costs to achieve desired resuits.

A. Rate Alternatives

We developed four rate alternatives as part of the analysis. Two alternarives are based
on the existing rate structure (minimum charge and flat excess use charge for water
usage over a water allowance determined by meter size). One alternatve is based on a
minimum charge with flat volume charge for all use. One alternative is an increasing

" block rate structure which assigns increasing volume rates for usage over specified levels.
(We examined two additional increasing block rate structures which were more aggressive
in charging higher rates for high consumption levels. The increasing block alternative
presented here was determined to be the best option of the three considered for an
inital block rate, and leaves the City the opportunity to increase the changes berween
blocks in the future.)

Each of the alternatves has advantages and disadvantages as shown in the table of the
following page.

1. Rate Alternative One

Rate alternative one reflects the current rates with an across-the-board increase of
11% based on the estimated net revenue requirements.

This alternatve is not recommended because it does not improve the equity of
cost recovery among customer classes as indicated in the cost of service study.

2. Rate Alternative Two
Rate alternative two is the existing rate structure with new cost allocations.

This alternative does not increase the effect of water user rates as a conservation
pricing signal, aithough it better reflects the cost of service findings.
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RATE ALTERNATIVES

" Alternatives

Advantages

Disadvantages

" Alternative 1 - Across the board
percentage increase using existing rate
structure and cost allocations

Easy to implement
Familiar to customers

Continues old cost allocations

.

Alternative 2 - Existing rate structure
with new cost allocations based on
cost-of-service study

Same as Alternative 1
Improves equily as defined in
cost-of-service analysis

The conservation pricing signal
is not as strong as an
increasing block rate structure

Alternative 3 - Yolume based rate
with no minimum allowance

Equitable; charges customers in
proportion to the cost of
providing service

Complies with financial policy
to promote efticient and
conservalive use of water

Less revenues are recovered
through a fixed charge; thercby
increasing revenue instability

Alternalive 4 - Increasing Block rate
with $.25 Black Increments

Strong price signal (0
encourage conservation
Complies with financial policy
to provide waler service lor
basic human needs al an
affordable level (lifeline rates)

Large families using higher
volumes will pay more

May result in insufficient
revenues in low waler use
years; elfect on revenue
stability is greater because of
the increasing block structure
More difficult 10 jmplement;
requires a three block structure
with different rates for
residential and commercial
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2.

Rate Alternatve Three

Rate alternatve three is 2 volume based rate with small fixed charge, no minimum
allowance, and a flat use rate.

This alternative is equitable and relatively easy to implement. It complies with the
financial policy to promote efficient and conservative use of water; however a
stronger conservation pricing signal is available through an increasing block rate
structure.

Rate Alternanve Four

Rate alternative four is an increasing block rate structure with $.25 increase in the
volume charge between the usage thresholds.

The increasing block rate structure complies with the financial policy to provide
water service for basic human needs at an affordable level because usage below
the first threshold is charged at a low rate. Revenues in an increasing block rate
structure are more instable because more of the revenue is collected from
customers with high use. When use declines, revenues will decline to a greater
degree.

The following tables show the rates for each alternative compared to existing rates. Also,
sample bills are shown for different customer classes and consumpdon levels.

B. Summary of Rate Design

In order to reflect City rate policies on equity, conservation, and lifeline rates; we
recommend the City adopt a rate structure which lowers the fixed monthly charge for all

customers and eliminates the water allowance (Alternative 3). The recommended rate
structure will enhance the conservation features of the rate and provide some initial

feedback as to effectiveness in reducing consumption should the City decide to adopt a

increasing block rate structure in the future.
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ALTERNATIVE 1 - PERCENTAGE INCREASE

MILWAUKIE WATER RATE SCHEDULE
BI-MONTHLY WATER FEES (EVERY TWC MONTHS)

Rares erffective July 1, 1992 Altarnauve 1 -Percentage Increase Rates
Meter Water Fixed with Excass Water Fixed with Excess
Size Allowance Cc¢t Minimum Use per Ccf Allowance Ccf  Minimum  Use per Ccf
3/4* or smailer 8 312.00 $1.18 8 $13.32 31.29
1% . 10 321.00 $1.16 10 3$23.31 31.29
11/20 20 $42.00 $1.16 20 $46.62 $1.29
2* 32 $63.00 $1.16 32 3$69.93 $1.29
3" 60 $120.00 $1.16 60 $133.20 31.29
4" 100 $200.00 $1.16 100 $222.00 3$1.29
6" 200 $400.00 $1.16 200 $444.00 3$1.29
Low Income § $6.00 $1.16 8 $6.66 $1.29
Standby Fire Protection
2* 32 $24.20 $1.16 32 $26.86 $1.29
4" 100 348.40 $1.16 100 $53.72 $1.29
6" 200 $72.60 $1.18 200 3$80.53 $1.29
8" 320 $96.80 $1.18 320 $107.45 $1.29
10" $121.00 $1.16 $134.31 31.28
12° $145.20 $1.16 $161.17 31.29
Qutside City Umits 1.5 times reguiar fee 1.5 times reqular fee
SAMPLE BILLS
gill Bill
Consumption] @ existing @ Alternative 1 %
Customer Type Cet rates rates Increase
3/4* rasidential
February/March average 14 $21.28 $23.64 11.1%
Annual average 17 $24.78 $27.51 11.1%
August/September average 24 $32.88 $36.54 11.1%
Moderateiy high consumptior 40 $51.44 $57.18 11.2%
Very high consumption 70 $88.24 $95.88 11.2%
Low Income Annual Average 10 $10.64 $11.82 11.1%
2" commercial 164 $216.12 §240.21 11.1%
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ALTERNATIVE 2 - EXISTING RATE STRUCTURE WITH NEW COST ALLOCATIONS

MILWAUKIE WATER RATE SCHEDULE
Bi-MONTHLY WATER FEES (EVERY TWO MONTHS)

Rates effective July 1, 1992 Alternative 2—-gxisting Rate Structure with
Meter Water Fixed with Excess new cost allocations
Size Allowance Cct Minimum Use per Ccf Allowance Ccf Fixed w Min. Use ger Ccf
3/4" or smatler 8 312.00 31.16 8 $13.56 31.30
1% .~ 10 $21.00 $1.16 10 321.00 $1.30
11/ 20 $42.00 $1.16 20 $38.89 $1.30
2" 32 $63.00 $1.16 32 $61.61 $1.30
3" 60 $120.00 31.18 60 $127.43 $1.30
4" 100 $200.00 31.16 100 $200.17 $1.30
6" 200 $400.00 $1.186 200 3385.14 3$1.30
Low Income 8 $6.00 $1.16 8 $6.78 - $1.30
Standby Fire Protection
2* 32 $24.20 31.18 32 $8.59 $1.30
4" 100 $48.40 $1.16 100 $30.95 $1.30
6" 200 $72.60 $1.16 200 345.06 $1.30
8" 320 $96.80 $1.18 320 $61.18 $1.30
10" $121.00 $1.18 $77.29 $1.30
12 $148.20 $1.18 $93.41 $1.30
Qutside City Limits 1.5 times regular fee 1.5 imes reguiar fee
SAMPLE BILLS .
8ill 8ill
Consumption{ @ existing @ Altermnative 2 %
Customer Type Cct rates rates Increase
3/4" rasidenual ‘
‘ February/March average 14 $21.28 $23.98 12.6%
Annual average 17 $24.76 $27.38 12.5%
August/September average 24 $32.88 $36.96 12.4%
Moderately High Consumptio 40 $51.44 $57.76 12.3%
Very High Consumptdon 70 $86.24 $86.76 12.2%
Low income Annual Average 10 $10.64 $11.98 12.6%
2" commercial 1684 $216.12 $233.21 7.9%
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ALTERNATIVE 3 - NO ALLOWANCE

MILWAUKIE WATER RATE SCHEDULE
BI~-MONTHLY WATER FEES (EVERY TWO MONTHS)

Rates effactive July 1992 Altemative 3 -~ No Allowance
Meter Water Fixed with Excass Water Fixed, No
Size Allowance Ccf Minimum Use per Cf Allowanca Cef Minimum  Use per C&
3/4" or smailer 8 $12.00 3$1.18 0 35.79 31.21
1* .10 $21.00 $1.16 Q $8.05 $1.31
11/ * 20 $42.00 3$1.16 Q 3$12.99 $1.31
2° 32 $63.00 $1.16 Q $20.17 $1.31
3" 80 $120.00 $1.18 Q 3498.73 $1.31
4 100 $200.00 3$1.16 Q 370.66 3$1.31
6" 200 $400.00 3$1.16 Q $128.12 $1.31
Low income 6 $6.00 $1.16 o} $2.90 31.31
Standby Fire Protection
2* 32 $24.20 $1.16 Q $8.59 $1.31
4" 100 $48.40 3$1.186 Q $30.95 S$1.31
6" 200 $72.60 $1.16 0 $45.06 $1.31
8" 320 $96.80 3$1.16 Q $61.18 $1.31
1Q” $121.00 $1.16 Q $77.29 $1.31
12° $145.20 $1.18 Q 383.41 $1.31
Qutside City Limits 1.5 times raquiar fee 1.5 imes ragular fee

SAMPLE BILLS
8l Bill @
Consumption} @ existing Alternativa 3 %
Customer Type Cct rates rates Increase
3/4” rasidenual
February/March average 14 $21.28 $24.13 13.4%
Annuat average 17 $24.78 $28.08 13.3%
August/September average 24 $32.38 $37.28 13.2%
Moderateiy High Consumptio 40 $51.44 $58.19 13.1%
Very High Consumption 70 $86.24 $97.49 13.0%
Low income Annuai Average 10 $10.64 $18.00 50.4%
2" commaercial 184 $216.12 $235.01 8.7%
31
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ALTESNATIVE 4 — INCREASING BLCCK RATE THRESHOLOS FOR INCREASING 8LOCK RATES

3leck dlock 3locx
Meter Size 1 2 3
S/ &Y4 Q 12 24
1* Q 20 40
112 o] 40 80
2 o} 84 128
3 Q 128 258
44 Q 200 400
8* Q 400 300
Bi~MONTH.Y WATER FEES (EVERY TWO MCNTHS)
Halgs STeCIVE JUY 1, 1992 Alierraiive 4 — INCreasing SFocK Hal
Mater Water Fxegwith Excass Water Foaq No Usa per Cf
Sizm Allowancs Ccf Minmum Use per Cct | AlowancaCet  Minimum Slock 1 3lock 2 3lock 3
asyoental
3/4° or smaller 8 si200 $1.18 Q $5.73 $1.12 $1.37 s1.682
1* 10 S21.00 $1.16 [o] $8.05 st1.12 $1.37 $1.62
112 20 $42.00 $1.18 0 $1299 $1.12 $1.37 $1.82
2° 32 $63.00 $1.18 o] $20.17 $1.12 $1.37 s$1.82
3 60 $120.00 $1.18 Q $49.73 $1.12 $1.37 $1.62
4 100 $200.00 $1.18 Q s7Q.68 $1.12 $1.37 $1.62
Low income 8 $8.00 $1.168 Q $2.90 $1.12 $1.37 s1.82
Commercial
3/4* or smaller 8 $1200 $1.16 Q $8.79 $1.31 $1.31 $1.31
1 10 $21.00 $1.18 o} $3.05 $1.31 $1.31 S$1.31
11/2 20 $42.00 $1.16 Q s128 $1.31 $1.31 $1.31
2* 32 $63.00 $1.18 Q $2017 $1.31 $1.31 $1.31
3 &80 T $120.00 $1.16 0 $48.73 $1.31 $1.31 $1.31
4 100 $200.00 $1.18 0 s70.688 $1.31 $1.31 S1.31
g* 200 $400.00 $1.16 0 $12812 $1.31 $1.31 $1.31
Stancby Fire Protection
2* 2 $24.20 $1.16 o] $8.59 $1.31 $1.31 $1.31
4 100 $48.40 $1.16 Q $30.95 $1.31 $1.31 $1.31
8" 200 $72.60 $1.18 Q $45.08 $1.31 $1.31 $1.31
a8 320 $568.20 $1.18 Q $61.18 $1.31 $1.31 $1.31
io* Q $121.00 $1.16 Q 7.3 $1.31 $1.31 St.31
12 Q $t14520 $1.16 Q $83.41 $1.31 $1.31 $1.31
Qutsicds City Limits 1.5 times requiar foe 1.5 times requiar foe
SAMPLE BILLS
3l ]
Consumption|  exising Alterrative 4 %
Cusmomer Type ct rates rates Increase
3/4* resycanval
February/March average 14 $21.28 s$21.97 32%
Annual average 17 $24.78 $28.08 5.3%
AugusySepmmber average 24 3288 $35.67 8.5%
High Consumption 4Q $51.44 $61.53 19.7% ’
High Consunrption 70 $86.24 s$11Q.19 Z7.8%
Lowincome Annual Average 10 $10.64 $1410 325%
2° commercal 164 $21812 $238.01 3.7%

Prepared by FCS Group (206) 867-1802




Milwauide Water Rate Study 1993

IMPACT ON BILLS OF RATE ALTERNATIVES

CONSUMPTION (Ccf) Dec/dan

Feb/Mar  Apr/May JunfJul  Aug/Sept  Qct/Nov | Tatai |

3/4" Rasidantial

Average 1991 16 14 15 18 24 22 109

10% percentile 5 5 5 - 7 7 35

90% perceantiia 32 26 30 _36 51 44 219
ESTIMATED BILLS Dec/dJan _ Feb/Mar _ Apr/May  Jun/Jul _Aug/Sept  Qct/Nov | Total ||
3/4* Raesidential Average
Alternative 1 $26.22 3$23.64 $24.93 $28.80 - $36.54 $33.96. $174.09
Alternative 2 $26.56 $23.96 $25.28 $29.16 $36.96 $34.36 3$176.26
Altarnative 3 326.75 $24.13 $25.44 3$29.37 $37.23 $34.61 $177.53
Altarnative 4 3$24.71 $21.97 $23.34 $27.45 $35.67 $32.83 $166.07
3/4" Residential 10% Percentile
Alternative 1 $13.32 $13.32 $13.32 $13.32 $14.61 $14.61 $82.50
Alternative 2 $13.58 $13.58 $13.56 $13.56 $14.86 $14.86 $83.96
Aiternative 3 $12.34 $12.34 $12.34 $13.65 $14.96 $14.96 $80.59
Alternative 4 $11.39 $11.39 $11.39 $12.51 $13.63 $13.63 $73.94
3/4" Residantial 30% Percantile
Altarnative 1 3$46.86 $38.12 $44.28 $52.02 $71.37 $62.34 $315.99
Altarnative 2 $47.36 $39.38 $44.76 $52.56 $72.06 $62.96 3$319.28
Alternative 3 $47.71 $39.85 $45.09 $52.95 $72.60 $63.43 $321.63
Alternative 4 $48.63 $38.91 $45.39 $55.11 $79.41 $68.07 $335.52

ANNUAL WATER USER FEES BY RATE ALTERNATIVE

Average Consumption and Consumption at 10 Percentile and at 90 Percentile

400
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**MEMORANDTUM ***
October 12, 1993

To: Mayor and City Council
From: Dan Bartlett, City Manager /d/’/
Re: Milwaukie Downtown Development Association (MDDA):

Economic Improvement District Assessment &
Business License Surcharge

Action Requested

Adopt two replacement ordinances to continue the business license
surcharge and the assessment for the economic improvement district.

Background

On September 15, 1993, MDDA requested that the City renew Ordinance
1702, the business license surcharge. The City Attorney's Office has
researched this matter and submitted renewal ordinances for both the
business license surcharge and the Economic Improvement District
Assessment (EID). The renewal ordinances would continue these fundin
sources at the current $18,000 per year until 1998-1999 for the EID an
1998 for the business license surcharge.

A worksession with the MDDA Board has been scheduled for October 13,
1993, at 7:30 a.m., Libbey's Restaurant. This is the normal MDDA Board
meeting time. At this meéting the Council can hear comments from the
MDDA Board concerning continuing one or both of the ordinances. The
Council and MDDA Board can also determine if the ordinances should be
reneVséed together or if the surcharge should be renewed now and the EID
next Spring.

If the Council decides to continue one or both of the ordinances, then a
public hearing would be held at a special meeting on November 23, 1993,
to receive objections to the continuance of each ot the charges. If more
than %3dpercent object to either of the ordinances, then that ordinance is
repealed.

One issue the Council and MDDA Board need to decide is the t1min§ of
the ordinance renewals. The business license surcharge authority has
expired. In order to include the surcharge on the 1994 business license,
a new ordinance needs to be in place by January, 1 1993

CITY HALL + 10722 S.E. MAIN STREET - MILWAUKIE, OREGON $7222 - TELEPHONE (503) 659-5171



Memorandum: EID & Business License Surcharge
Page 2 - 10/12/93

The renewal of the EID needs to be in piace before July 15, 1994. This is
the date the Assessor needs to be notified to extend the assessment, if the
MDDA Board and Council decide on a mandatory assessment. If the
Council arnd MDDA decide on a voluntary assessment, then the decision
needs to De made earlier so that the City Finance department can
prepare an assessment roll and bill the property owners directly.

A related issue is the Council's intent to continue the services contract
with MDDA which provides $18,000 per year in exchange for MDDA
acting as the organization to stimulate economic development of the
downtown area. Funds for the 1993-1994 renewal of this agreement are
included in the City's current budget. The contract could be renewed at
the December 7, 1993, Council meeting A payment could then be made
on January 1, 1994, if the contract is renewed.

Additional details concerning the ordinance renewal are included with the
attachments to this memo.

cc: Karen O'Dowd, MDDA Manager
File
cm706/hd

Attachments: Ordinances: Surcharge & EID )
October 5, 1993, City Attorney Memo
ORS 223.112-OR8223.161
September 15, 1993, MDDA Request
Ordinances 1702, 1704, & 1710

(
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CITY OF Y LWAUKIE

ORDINANCE NO.

AN ORDINANCE OF TEZ CITY OF MILWAUKIE, OREGON, PROVIDING FOR
CONTINUING THE BUSINESS LICENSE SURCHARGE THROUGH 1998 AND GRANTING
PERSONS CONDUCTING BUSINESS 1IN THE DISTRICT THE RIGHT TO
REMONSTRATE

WHEREAS, Ordinance No. 1702, adopted by the City Council on March
19, 1991, imposed a business license surcharge for the purpose of
funding downtown development; and

WHEREAS, the City's authority pursuant to Ordinance No. 1702 to
collect the business license surcharge expires in 1993; and

WHEREAS, ORS 223.154 authorizes the adoption of an ordinance
providing for continuing the surcharge; and

WHEREAS, the City Council finds it beneficial to the downtown area
and the City as a whole to continue the surcharge in order to
provide funding for downtown development; now, therefore;

THE CITY OF MILWAUKIE ORDAINS AS FOLLOWS:

Section 1. The business 1license surcharge authorized by
Ordinance No. 1702 shall continue to be collected through calendar
year 1998 pursuant to the terms of Ordinance No. 1702.

Section 2. The City Council dgrants to persons conducting
business in the economic improvement district the notice and right
to remonstrance described in ORS 223.147(2) (b) to (d). Therefore:

(a) The City Recorder is directed to mail to each person
conducting business within the economic improvement district a
notice that the surcharge is to be continued, and stating the time
and place of a public hearing at which time affected persons may
appear to support or object to the continuation of the surcharge.
The notice shall contain the amount of the surcharge imposed in
1993. The hearing shall not be held sooner than 30 days after
mailing of the notice. .

(b) The City Council, at said public hearing, may correct,
modify or revise the surcharge and shall determine if the surcharge
is to be continued. :

(c) The surcharge will not be imposed and the economic
improvement project terminated when written objections are received
at the public hearing from more than 33 percent of persons
conducting business within the economic improvement district who
will be subject to the business license surcharge.

ORDINANCE NO.
Page 1 of 2



Section 3. If sufficient written objections to terminate the
economic improvement project are not received at the public
hearing, then the surcharge shall be imposed through calendar year
1998 pursuant to the terms of Ordinance No. 1702.

Read for the first time on : , 1993 and moved to
a second reading by vote of the City
Council.

Read for the second time and adopted by the City Council on

, 1993.

Signed by the Mayor on , 1993.

Craig Lomnicki, Mayor
Attest:

City Recorder

Approved as to form:

City Attorney

jmc\mmd\milwaukie\surchrg.ord

ORDINANCE NO.
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CIT. OF MILWAUKIE
ORDINANCE NO.

AN ORDINANCE OF THE CITY OF MILWAUKIE, OREGON, PROVIDING FOR
CONTINUED ECONOMIC IMPROVEMENT DISTRICT ASSESSMENTS THROUGH FISCAL
YEAR 1998-99 AND GRANTING PROPERTY OWNERS IN THE DISTRICT THE RIGHT
TO REMONSTRATE

WHEREAS, after notice and hearing, Ordinance No. 1704 was adopted
by the City Council on May 7, 1991, and created an economic
improvement district in the downtown area, determined the
boundaries of the district, determined the formula for assessment
of benefitted properties and assessed the benefitted properties
within the district boundaries for a three year period; and

WHEREAS, Ordinance No. 1710, adopted by the City Council on July
16, 1991, amended Ordinance No. 1704 to provide for a fiscal year
collection cycle and to provide for certification of the
assessments to the County Tax Assessor for collection; and

WHEREAS, the City's authority pursuant to Ordinance No. 1704 to
levy assessments for the economic improvement district expires
after fiscal year 1993-94; and

WHEREAS, ORS 223.124 authorizes the adoption of an ordinance
providing for continued assessments; and

WHEREAS, the City Council finds it beneficial to the downtown area
and the City as a whole to continue the assessments in order to
provide funding for an economic improvement district; now,
therefore;

THE CITY OF MILWAUKIE ORDAINS AS FOLLOWS:

Section 1. The economic improvement district created by
Ordinance No. 1704 shall remain in effect and the assessments
authorized by Ordinances No. 1704 and 1710 shall continue to be
levied through fiscal year 1998-99 pursuant to the terms of
Ordinances No. 1704 and 1710.

Section 2. The City Council grants to property owners in the
economic improvement district the notice and right to remonstrance
described in ORS 223.117(2) (b) to (e). Therefore:

(a) The City Recorder is directed to prepare and file the
assessment roll.

(b) The City Recorder is directed to mail to the owner of
each lot to be assessed a notice that the assessments are to be
continued, and stating the time and place of a public hearing at
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which time afZ:c-ted prorerty Swners may appear to support or object
to the continuation of the assessment. The notice shall contain
the amoun—: of the assessment levied for fiscal year 1993-%94. The

hearing szall not be held sooner than 30 days after mailing of the
notice.

(c) The City Council, at said public hearing, may correct,
modify or revise the assessments and shall determine if the
assessments are to be continued.

(d) The assessments will not be made and the economic
improvement project terminated when written objections are received
at the public hearing from owners of property upon which more than
33 percent of the total amount of assessments are levied.

Section_ 3. If sufficient written objections to terminate the
economic improvement project are not received at the public
hearing, then the assessments shall be levied through fiscal year
1998-99 pursuant to the terms of Ordinances No. 1704 and 1710.

Read for the first time on , 1993 and moved to

a second reading by vote of the City
Council.

Read for the second time and adopted by the City Council on

, 1993.

Signed by the Mayor on , 1993.

Craig Lomnicki, Mayor
Attest:

City Recorder

Approved as to form:

City Attorney
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O’DONNELL, RAMIS, CREW & CORRIGAN

ATTORNEYS AT LAW
BALLOW & WRIGHT BUILDING
1727 N.W. Hoyt =rreet
Pordand, Oregon 97209

TELEPHONE: '503) 222-4402
FAX: (503) 243-2944

DATE: October 5, 1993

TO: Dan Bartlett - City Manager

FROM: Jim Coleman\é City Attorney's Office

RE: EID Assessment/Business License Surcharge

You have asked our office to outline the process for extending the
Economic Improvement District (EID) assessments and the business
license surcharge. Ordinance No. 1710 only authorizes EID
assessments through the 1993-94 fiscal year. The EID assessments
for 1993-94 have been certified to the County Tax Assessor for
collection. The City should begin to receive funds in November or
December. Ordinance No. 1702 authorized collection of a business
license surcharge through calendar year 1993, with payment due on
January 1, 1993. Therefore, the three year term of both ordinances
is about to expire. The MDDA has encouraged the City to extend
both ordinances in order to continue funding downtown development.

ORS 223.112 to 223.161 authorizes and controls economic improvement
districts and business license surcharges. The process to extend
both ordinances under these statutes is essentially the same. For
EID assessments the process is as follows:

1) Enact an ordinance that provides for continued
assessments for a specified number of years and which
grants property owners in the district the right to
remonstrate;

2) Prepare a list of each lot to be assessed;

3) Mail or personally deliver notice that the assessments
are to be continued to the owner of each lot to be
assessed. The notice must state the time and date of a
public hearing at which the affected property owners may
appear to support or object to the assessment;

4) Hold the public hearing not sooner than 30 days after
notices have been mailed or delivered;

5) If written objections are not received at the public
hearing from owners of property upon which more than 33
percent of the total amount of the assessments are
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levied, then the ordinance extending the assessments
shall stand. If written objections are received at the
public hearing from owners of property upon which more
than 33 percent of the total amount of the assessments
are levied, then the ordinance will be repealed.

If the EID assessment is imposed as outlined above, the assessment
is a tax under Article XI, section 1l1b of the Oregon Constitution
(Measure 5) and must be certified to the County Tax Assessor for
collection. 1In response to Measure 5, the 1991 Legislature added
an option which allows the City Council, at its discretion, to only
collect the assessment from those who have not filed a written
objection. ORS 223.118. Because payment of the assessment is then
voluntary, it is no longer a tax under Measure 5 and it does not
have to be certified to the County Tax Assessor for collection.
This is an option the City Council may wish to discuss, however,
it would probably decrease the number of property owners
participating in the district.

Pursuant to ORS 223.154, in order to extend the business license
surcharge the City Council must enact an ordinance continuing the
charge and granting the right to remonstrate. Then notice is given
to those persons conducting business .in the district and a public
hearing is held not sooner than 30 days after notice is given. If
less than 33 percent of persons conducting business within the
district who will be subject to the charge object in writing to the
surcharge, then ordinance will stand. If more than 33 percent
object, then the ordinance will be repealed.

Both the EID assessment and the business license surcharge may be
extended "for a specified number of years." ORS 223.124 and
223.154. This indicates that there is no limit to the number of
years that the ordinances may be extended. However, ORS 223.117
and 223.147 limit the term of the ordinances originally imposing
the assessment and the surcharge to a maximum of five years.
Therefore, we suggest that the maximum term for any ordinance
imposing the assessment or the surcharge be five years.

ORS 223.127(2) was amended by the 1991 Legislature to read as
follows:

"The rights and duties accorded governmental units and the
owners of property for financing assessments under ORS 223.205
and 223.210 to 223.295 apply to assessments levied upon
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property in an economic improvement district for financing all
or part of the cost of an economic improvement."

The underlined words were the words that were amended by the 1991
session. Most significantly, the words "do not" were deleted just
before the word "apply" in first sentence. The result of this
amendment is that the Bancroft Bonding procedures, including the
ability to pay assessments in installments over a 10 year period,
now apply to assessments levied to finance economic improvement
districts. I have checked with the League of Oregon Cities and no
one there understands why this section was put in, or what the
apparent 1legislative intent included. Given that most of the
assessments are relatively small, there should not be any interest
in Bancroft Bonding the assessment. However, the City needs to be
aware that the option is out there.

We contacted the Oregon Downtown Development Association and
according to their director, Brian Scott, the 1993 Legislature did
not make any changes to the EID or business license statutes, ORS
223.112 to 223.161. We also have checked the advance sheets of the
1993 session laws in order to confirm that there are no changes,
however, all of the advance sheets have not been published and
distributed as yet. We will, of course, continue to check the
advance sheets as they arrive.

I am enclosing with this memo two draft ordinances and the
applicable statutes. Please give me or Maggie a call if there are
any changes to the ordinances. We will then finalize the
ordinances for the meeting on October 19, 1993.

jme\mmd\milwaukie\EIDexten.mem
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CONDEMNATION FOR CITY
IMPROVEMENTS; SPECIAL
PROCEDURE

© 223.005 Condemnation for public use
within and without city limits. .iny incor-
porated city may:

(1) Appropriate any private real property,
water, watercourse and riparian rights to
any public or municipal use or for the gen-
eral geneﬁt and use of the people of the city,
including but not limited to appropriation for
an aviation field, park, city hall, city
buildings, jail, or to protect the city from
overflow by freshets.

" (2) Appropriate any real property, water,
watercourse and water and riparian rights,
including power sites, to any public or mu-
nicipal use or for the general benefit and use
of the geople within or without the city, and
to build dams, reservoirs and conduits for the

~purpose of storing and using water to aid in
developing the necessary power to generate
electricity for the use and benefit of the
people within or without the city.

(3) Condemn for its use private property
for the purpose of erecting and maintaining
electric lines thereon for the purpose of gen-
erating and conveying power to light and
heat the city, and to be used and sold by the
city for manufacturing, transportation, do-
mestic and other purposes, either within or
without the corporate limits of the city, and
for the purpose of constructing electrical

systems for municipal uses. [Amended by 1971
c.134 §1]

223.010 Right of city to enter upon,
survey, examine and select property to
be condemned. For the purposes of ORS
223.0053, a city may enter upon, survey, ex-
amine and select any such property or rights
for the purpose of constructing any ditch,
drain, dam, dike, canal, flume, sewer, reser-
voir, septic tank, filter bed, sewer form or
purifying plant or laying or constructing and
maintaining any pipe, sewer, drain, aqueduct,
dam, dike, canal, flume, reservoir, septic
tank, filter bed, sewer form or purifying
lant or other plant, building or electric
nes or system for municipal uses, including
but not limited to, aviation fields, parks, city
hall, city buildings, jails, docks, piers, slips,

shore and terminal structures. [Amended by
1971 ¢.134 §2)

223.015 Manner of condemnation;
compensation. After selection of such
rights and property under ORS 223.010 in
such' manner as the council provides, the city
seeking to make the appropriation may pro-
ceed in the manner prescribed by the stat-
utes for the appropriation of land for
corporate purposes, and not otherwise, unless

otherwise provided by law, to have such
property appropriated and the compensation
therefor determined and paid. However, the
compensation for such condemnation by a
city shall be paid by a deposit in the court
of an order drawn upon the city treasurer for
the amount of compensation.

223.020 Scope of condemnation. Appro-
priation of property under ORS 223.005 may
extend beyond the corporate limits of the
city to or along and including any lake,
spring, stream or power site.

223025 [Repealed by 1963 ¢.297 §1]

223.030 [Repealed by 1963 ¢.297 §1]

223.035 [Repealed by 1963 ¢.297 §1]

223.040 [Repealed by 1963 ¢.287 §11

MUNICIPAL CONDEMNATION
PROCEEDINGS

223.105 Proceedings to condemn prop-
erty for city improvements when owner
and city disagree on price. (1) The pro-
visions of this section apply to every city,
whether organized under general law or oth-
erwise.

(2) Whenever the council of any incorpo-
rated city deems it necessarg to take or
damage private property for the purpose of
establishing, laying out, extending or widen-
ing streets, or other public highways and
places within any city, or for rights of way
for drains, sewers or aqueducts, or for wid-
ening, straightening or diverting channels of
streams and the improvement of waterfronts,
and the council cannot agree with the owner
of the property as to the price to be paid, the
council may direct proceedings to be taken
under the general laws of this state to pro-
cure the same.

ECONOMIC IMPROVEMENT
DISTRICTS

223,110 {Repealed by 1971 ¢.741 §38)

223.112 Definitions for ORS 223.112 to
223.132. As used in ORS 223.112 to 223.132,
unless the context requires otherwise:

(1) “Council” means the city council or
other controlling body of a city.

(2) “Economic improvement” means:

(a) The planning or management of de-
velopment or improvement activities.

(b) Landscaping or other maintenance of
public areas. :

(¢) Promotion of commercial activity or
public events.

(d) Activities in support of business
recruitment and development.

(e) Improvements in parking systems or
parking enforcement.

21-56
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223.118

(f) Any o::2r economic .- :rovement ac-

tivity for 'vhica an assessment may be made

on provz-:y specially benefited thereby. (1985
c.576p§1: _elyc.g& §4] Y y- L

© 223114 Econcitic improvement dis-
trict: assessment ordinance. (1) A council
may enact an ordinance establishing a pro-
cedure to be followed by the city in making
assessments for the cost of an economic im-
Erovement upon the lots which are specially

enefited by all or part of the improvement.’

(2) In any ordinance adopted under sub-
section (1) of this section, a city shall not be
authorized to:

(a) Levy assessments in an economic im-
provement district in any year that exceed
one percent of the real market value of all
the real property located within the district.

(b) Include within an economic improve-
ment district any area of the city that is not
zoned for commercial or industrial use.

(c) Levy assessments on residential real
property or any portion of a structure used
for residential purposes. (1985 ¢.576 §2; 199 1018
§3; 1991 c.459 §350; 1991 ¢.902 §5)

223.115 [Repealed by 1971 ¢.741 §38]

223.117 Requirements of assessment
ordinance. (1) An ordinance adopted under
ORS 223.114, shall provide for enactment of
an assessment ordinance that:

(a) Describes the economic improvement
project to be undertaken or constructed.

(b) Contains a preliminary estimate of
the probable cost of the economic improve-
ment and the proposed formula for appor-
tioning cost to specially benefited property.

-(¢) Describes the boundaries of the dis-
trict in which property will be assessed.

(d) Specifies the number of years, to a
maximum of five, in which assessments will
be levied.

(e) Contains provision for notices to be
mailed or delivered personally to affected
property owners that announce the intention
of the council to construct or undertake the
economic improvement project and to assess
benefited property for a part or all of the
cost. The notice shall state the time and
place of the public hearing required under
paragraph (f) of this subsection.

(f) Provides for a hearing not sooner than
30 days after the mailing or delivery of no-
tices to affected property owners at which
the owners may appear to support or object
to the proposed improvement and assessment.

(2) The ordinance shall also:

(a) Provide that if, after the hearing held
under paragraph (f) of subsection (1) of this
section, the council determines that the eco-
nomic 1mprovement shall be made, the coun-

cil shail determine whether the property
benefited shall bear all or a portion of the
cost ar.d shall determine, based on the actual
or esumated cost of the economic improve-
mer.:, the amount of assessment on each lot
in the district.

(b) Require the city recorder or other
person designated by the council to prepare
the proposed assessment for each ot in the
?_istrict and file it in the appropriate city of-
ice. "

(c) Require notice of such proposed as-
sessment to be mailed or personally delivered
to the owner of each lot to be assessed,
which notice shall state the amount of the

assessment proposed on the property of the -

owner receiving the notice. The notice shall
state the time and place of a public hearing
at which affected property owners may ap-
pear to support or object to the proposed as-
sessment. The hearing shall not be held
sooner than 30 days after the mailing or
personal delivery of the notices.

(d) Provide that the council shall con-
sider such objections and may adopt, correct,
modify or revise the proposed assessments,

(e) Provide that the assessments will not
be made and the economic improvement
project terminated when written objections
are received at the public hearing from own-
ers of property upon which more than 33
percent of the total amount of assessments
1s levied. {1885 ¢.576 §3; 1989 c.1018 §4)

223.118 Remonstrance against assess-
ment; exclusion of Froperty. (1) In addition
to the requirements listed in ORS 223.117 (2),
an assessment ordinance adopted under ORS
223.114 and 223.117 may, at the discretion of
the council, provide that:

(a) When the council receives written
objections at the public hearing only from
owners of property upon which %ess than 33
percent of the total amount of assessments
is levied, the economic improvement project
may be undertaken or constructed, but that
assessments shall not be levied on any lot or
parcel of property if the owner of that prop-
erty submitted written objections at the pu
lic hearing. Notwithstanding any other
provision of law, an owner of property who
fails to submit written objections at the pub-
lic hearing as provided for in the ordinance
shall be deemed to have made a specific re-
quest for the economic improvement services
to be provided during the period of time
specified in the assessment ordinance. -

(b) The council, after excluding from as-
sessment property belonging to such owners,
shall determine the amount of assessment on
each of the remaining lots or parcels in the
district.
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CITIES

- (e) Notice of such prccosed assessment
be mailed or personal?y delivered to the
owner of each lot to be assessed, which no-
tice shall state the amount of the assessment
proposed on the property of the owner re-
ceiving the notice.

{2) When assessments are levied against
property within an economic improvement
district in accordance with an assessment
ordinance that contains the provisions de-
scribed in subsection (1) of this section:

(a) Any new owner of benefited property
in the district or any owner of benefited
property who excluded the property from as-
sessment by submitting written objections to
the council may subsequently agree to the
assessment of the owner’s property in the
district. The council shall apportion the costs
to the property for the remaining time in
which assessments will be levied.

(b) The assessed property may not be re-
lieved from liability for that assessment.

(¢) If the council considers it necessary
to levy assessments upon property in the
district for longer than the period of time
specified in the assessment ordinance, the
council shall enact an ordinance that pro-
vides for continued assessments for a speci-
fied number of years and grants to property
owners in the district the notice and right
of remonstrance described in ORS 223.117
(2)(b) to (e) and paragraphs (a) to (¢) of sub-
section (1) of this section. (1991 773 §2)

223.119 Advisory committee; func-
tions. An ordinance adopted under ORS
223.114, may require creation, for each eco-
nomic improvement district, of an advisory
committee to allocate expenditure of moneys
for economic improvement activities within
the scope of ORS 223.112 to 223.132. If an
advisory committee is created, the council
shall strongly consider appointment of own-
ers of property within the economic im-
provement district to the advisory committee.
An existing association of property owners
or tenants may enter into an agreement with
the city to provide the proposed economic
improvement. (1985 ¢.578 §4; 1989 ¢.1018 §5]

223120 [Repealed by 1971 ¢.741 §38)

223.122 Effect of urban renewal dis-
tricts or local improvement districts. The
existence of local improvement districts or
urban renewal districts in a city does not af-
fect the creation of economic improvement
districts under ORS 223.112 to 223.132. (1985

376 §5)

223.124 Extension of assessment pe-
riod. When the council considers it neces-
sary to levy assessments upon property in an
economic improvement district for longer
than the period of time specified in the as-

sessment ordinance that created the district,
the ccuncil shall enact an ordinance that
nrovices for continued assessments for a
spacified number of years and grants to
property owners in the district the notice
andp right of remonstrance described in ORS
223.117 (2)(b)to (e). (1985 ¢.576 §6)

223.125 [Repealed by 1971 c.741 §38)

223.127 Application of certain assess-
ment statutes to economic improvement
districts. (1) ORS 223.387 and 223.391 to
223.395 apply to economic improvement dis-
tricts created by a city in accordance with
ORS 223.112 to 223.132.

(2) The rights and duties accorded gov-
ernmental units and the owners of property
for financing assessments under ORS 223.205
and 223.210 to 223.295 apply to assessments
levied upon property in an economic im-
provement district for financing all or part

of the cost of an economic improvement. [1983
¢.576 §7; 1991 ¢.902 §6]

223.129 Expenditure of assessment re-
venues; liability for wunauthorized ex-
penditures. (1) A city council shall not
expend any moneys derived from assessments
levied under ORS 223.112 to 223.132 for any
puriose different from the purpose described
i the ordinance adopted under ORS 223.114.

(2) Any public official who expends any
moneys derived from assessments levied un-
der ORS 223.112 to 223.132 for any purpose
different from the purpose described in an
ordinance adopted under ORS 223.114 shall
be civilly liable for the return of the moeneys
by suit of the district attorney of the county
in which the city is located or by suit of any
taxpayer of the city. [1985 ¢.576 §8]

223.130 [Repealed by 1971 ¢.741 §38]

223.132 Formation of economic im-
provement districts as additional power
of cities. The authority granted to cities by
ORS 223.112 to0 223.132, is in addition to any
other authority a city may have under state
law, its charter or its ordinances to create
or finance economic improvement districts.
{1989 ¢.1018 §2]

223.135 [Repealed by 1971 ¢.741 §38]

223.140 [Repealed by 1971 c.741 §38]

223.141 Definitions for ORS 223.141 to
223.161. As used in ORS 223.141 to 223.161,
unless the context requires otherwise:

(1) “Business license fee” means any fee
paid by a person to a city for any form of li-
cense that is required by the city in order to
conduct business in that city.

(2) “Conducting business” means to en-
gage in any business, trade, occupation or
profession in pursuit of gain including activ-
ities carried on by a person through officers,
agents and employees as well as activities
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carried on by 2 person on that person’s own
behalf,

(3) “Council” mears the city council or

other controlling boz - of a city.

(4) “Economic improvement” means:

(a) The planning or management of de-
velopment or improvement activities.

(b) Landscaping or other maintenance of
public areas.

(¢) Promotion of commercial activity or
public events.

(d) Activities in support of business
recruitment and development.

(e) Improvements in parking systems or
parking enforcement.

(f) Any other economic improvement ac-
tivity for which an assessment may be made
016';19 é)go]perty specially benefited thereby. [1991
X 1

223.144 Economic improvement dis-
trict; business license ordinance. (1) A
council, on its own motion or after receiving
a petition for the formation of an economic
improvement district signed by 33 percent or
more of persons conducting business within
the proposed district, may enact an ordi-
nance establishing a procedure to be followed
by the city in imposing a business license fee
to raise revenue for the cost of an economic
improvement. The business license fee au-
thorized under this subsection may be in the
form of a surcharﬁe on an existing business
license fee imposed by the city on any busi-
ness, trade, occupation or profession carried
on or practiced in the economic improvement
district.

(2) In any ordinance adopted under sub-
section (1) of this section, a city shall not be
authorized to:

(a) Include within an economic improve-
ment district any area of the city that is not
zoned for commercial or industrial use.

(b) Impose a business license fee to raise
revenue for an economic improvement that
does not primarily benefit persons conduct-
ing business within the economic improve-
ment district. {1991 «.698 §2)

223.145 [Repealed by 1871 c.741 §38]

223.147 Requirements of business H-
cense ordinance. (1) An ordinance adopted
under ORS 223.144, shall provide for
1:e'l{-lxac:‘cmen'c of a business license fee ordinance

at:

(a) Describes the economic improvement
project to be undertaken or constructed.

(b) Contains a preliminary estimate of
the probable cost of the economic improve-
ment.

{¢) Describes the boundaries of the dis-
trict in which property will be assessed.

(d) Specifies the number of vears, to a
maximum of five, in which business license
fees for the economic improvement will be
imposed.

(e) Contains provision for notices to be
mailed or delivered personally to affected
persons that announce the intention of the
council to construct or undertake the eco-
nomic imﬁrovement project and to impose a
business license fee upon persons cond%ctin
business within the district for a part or al
of the cost. The notice shall state the time
and place of the public hearing required un-
der paragraph (f) of this subsection.

(D) Provides for a hearing not sooner than
30 days after the mailing or delivery of no-
tices to affected persons at which the per-
sons may appear to support or object to the
roposed improvement and business license
ee.

(2) The crdinance shall also:

(a) Provide that if, after the hearing held
under paragraph (f) of subsection (1) of this
section, the council determines that the eco-
nomic improvement shall be made, the coun-
cil shall determine whether the businesses
benefited shall bear all or a portion of the
cost and shall determine, based on the actual
or estimated cost of the economic improve-
ment, the amount of the business license fee.

(b) Require notice of such proposed busi-
ness license fee to be mailed or personally
delivered to each person conducting business
within the proposed economic improvement
district, which notice shall state the amount
of the business license fee. The notice shall
state the time and place of a public hearing
at which affected persons may appear to
support or object to the proposed business
license fee, The hearing shall not be held
sooner than 30 days after the mailing or
personal delivery of the notices.

(c) Provide that the council shall con-
sider the objections of persons subject to the
proposed business license fee and may adopt,
correct, modify or revise the proposed busi-
ness license fee.

(d) Provide that the business license fee
will not be imposed and the economic im-
provement project terminated when written
objections are received at the fpublic hearing
from more than 33 percent of persons con-
ducting business within the economic im-
provement district who will be subject to the
proposed business license fee. [1991 ¢.698 §3)

223,150 [Repealed by 1971 ¢.741 §36)
223.151 Advisory committee; func-

tions. An ordinance adopted under ORS
223.144, may require creation, for each eco-
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nomic improvement distr:.: of an advisory
committee to develo? a plan and to allocate
expenditure of mc:eys for economic im-
provement activities within the scope of ORS
923.141 to 223.221. If an advisory committee
is created, the council shall arpoint persens
conducting business within the economic im-
provement district to the advisory committee.
An existing association of persons conduct-
ing business within an economic improve-
ment district may enter into an agreement
with the city to provide the economic im-
provement. (1991 c.698 §4]

223.154 Extension of business licensing
period. When the council considers it neces-
sary to impose business license fees upon
persons conducting business in an economic
improvement district for longer than the pe-
riod of time specified in the ordinance that
created the district, the council shall enact
an ordinance that provides for continued
business license fees for a specified number
of years and grants to persons conducting
business in the district the notice and right
of remonstrance described in ORS 223.147
(2)(b) to (d). (1991 c.698 §3]

223.155 [Repealed by 1971 ¢.741 §3§]

223.157 Expenditure of business li-
cense revenues; liability for unauthorized
expenditures. (1) A city council shall not
expend any moneys derived from business li-

cense fees levied under ORS 223.141 to .

223.161 for any purpose different from the
purpose described in the ordinance adopted
under ORS 223.144.

(2) Any public official who expends any
moneys derived from business license fees
levied under ORS 223.141 to 223.161 for any
purpose different from the purpose described
in an ordinance adopted under ORS 232.144
shall be civilly liable for the return of the
moneys by suit of the district attorney of the
county in which the city is located or by suit
of any taxpayer of the city. (1991 c.696 §6)

223.160 [Repealed by 1971 ¢.741 §38)

223.161 Effect of urban renewal dis-
tricts or local improvement districts. (1)
The existence of local improvement districts
or urban renewal districts in a city does not
affect the creation of economic improvement
districts under ORS 223.141 to 223.161.

(2) The authority granted to cities by
ORS 223.141 to 223.161 is in addition to any
other authority a city may have under state
law, its charier or its ordinances to create

or finance economic improvement districts.
[1991 ¢.698 §7)

223.165 [Repealed by 1971 ¢.741 §38)
223.170 [Repealed by 1871 ¢.741 §3§]
223.175 [Repealed by 1971 ¢.741 §38)

FINANCING LOCAL IMPROVEMENTS
(BANCROFT BONDING ACT)

223205 Scope and application; wvali-
dation of bond issues by cities of 100,000
or more. (1) ORS 223.205 and 223.210 to
223.285 may be cited as the Bancroft Bonding
Act.

(2) The provisions of the Bancroft Bond-
ing Act are not mandatory. Any govern-
mental body having charter provisions, or
ordinance provisions authorized by charter,
for bonding improvement assessments and
selling bonds may follow those provisions or
the provisions of the Bancroft Bonding ‘Act,
or the provisions of any other statute.

(3) All bonds issued prior to March 20,
1939, in accordance with the charter pro-
visions of any city which, as of March 20,
1939, has or after that date attains a popu-
lation of 100,000 or more inhabitants, ac-
cording to the published federal census, and
all action taken and proceedings adopted by
a city prior to that date for issuing bonds in
accordance with charter provisions are rati-

fied, approved and confirmed. [Amended by 1957
c.1og;2 §§1;]1959 €653 §1; 1965 c.282 §2; 1975 ¢.642 §1; 1991
¢ 9 7

223.207 Purpose of ORS 223.208. The
Legislative Assembly hereby declares that
the purpose of ORS 223.208 and this section
is to provide purchasers of homes or multi-
family dwellings with Bancroft financing of
systems development charges as an alterna-
tive to absorbing those charges into the
long-term permanent financing of their
homes. (1977 722 §2]

223.208 Systems development and
connection charges of governmental
units subject to Bancroft Act. (1) Subject
to subsection (3) of this section, the rights
and duties accorded governmental units and
the owners of property for financing and as-
sessments under ORS 223.205 to 223.775 shall
apply to the following:

(a) A systems development charge de-
signed to finance the construction, extension
or enlargement of a street, community water
supply, storm sewer or sewerage or disposal
system as defined in ORS 199.464 imposed by
a governmental unit as a condition to issu-
ance of any occupancy permit or imposed by
a governmental unit at such other time as,
by ordinance, it may determine.

(b) That portion’ of a connection charge
imposed by a governmental unit which is
greater than the amount necessary to reim-
burse the unit for its costs of inspection and
installing connections with system mains.

(2) Notwithstanding ORS 223.230, the fi-
nancing of systems development or con-
nection charges under this section may, at

21-60
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Board

= President

Pamela Reynolds
Statements Pius

a Vice President
Champ Husted
Milwaukie Bowi

= Treasurer

Larry Froland, O.D.

., Optometrist

Dan Bartlett
Mitwaukie City Manager
Arlie Brown

Perry Pharmacy

Dave Libbey
Libbey’'s Restaurant
Craig Lomnicki
Mavyor of Miiwaukie
Gary McClain
Mundorff, McClain & Kovac
Steve Morse
Milwaukie Lumber Co.

Jean Myers

Milwaukie Popkorn Products
Candyland

Doug Naef

Milwaukie {nsurance

Keith Richey
Peake Memorial Chapel

Steering Committee

Kent Frutiger

Gary Hubbard
Hubbard Dairy Queen
Bill Hupp

Ron Kinsella

S.A. Fing Rivelli
Fing Rivelli Agency
Rick Warf, D.M.D.
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September 15, 1993 150

DD o
Mr. Dan Bartlett = ==
City Manager =ik
City of Milwaukie I
10722 SE Main Street = iZ:
Milwaukie, OR 97222 N

= &5

' R MDDA B Renew Ordinan -

Dear Dan:

In keeping with the action taken by the Milwaukie Downtown
Development Association (MDDA) Board of Directors during the
meeting held this morning, the Association is herein requesting
that the City Council renew ordinance 1702 extending the
business license surcharge for an additional three years subject to
the conditions and requirements stated in the original ordinance
adopted in March, 1991 (attached). If possible, we would request
that the public hearing be set for October 5, 1993.

It is our understanding that the surcharge is based upon a “per
employee” count not to exceed $18,000 annually. Were the fees
to be imposed as of this date this fee would be $24.75, however,
we understand that the per employee surcharge fluctuates
depending upon the actual count established at the beginning cof
each annual billing period. It is also our understanding that the
City will notify all businesses located within the district of the public
hearing.

| am pleased to report that this request was supported
unanimously by our Board. Non-board member George Van
Bergen also expressed support so long as the City also continues
to support the organization under its contract.

Because the organization is reliant on all three legs of funding
appropriately analogized to that of a “three legged stool”, our
Executive Board and steering committee would welcome the



S

opportunity to meet informally with the City Council, perhaps during a work-study
session. We would hope that this meeting could be used to obtain feedback from the
Counc:l on the Association’s perfcrmance relative to the City contract. We are
cognizant that budget constraints make every City expenditure subject to scrutiny and
evaluation.

As should be apparent, our Association is committed to improving the downtown
recognizing that many of our accomplishments are directly related to the “partnership”
we forge with the City. We look forward to a continued productive relationship

beneficial to the entire community.

Sincerely,

O el

Karen O’Dowd
MDDA Manager

cc: Pamela Reynolds, MDDA President
Board of Directors
George Van Bergen, Attorney at Law
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ORDINANCE NO. __1702

AN ORDINANCE IMPOSING A& BUSINESS LICENSE SURCHARGE ON BUSINESSES
IN THE DOWNTOWN DJEVELOPMENT AREA AND DEDICATING THE FUNDS RAISED
BY THE SURCHARCZ TO SUPPORT THE ECCNOMIC IMPROVEMENT ACTIVITIES OF
THE MILWAUXZIE _CWNTOWN DEVELOPMENT ASSOCIATION

WEZTEAS, the Milwaukie Downtown Development Association
suppor<s economic improvement in the downtown area:; and

WHEREAS, the Milwaukie Downtown Development Association has
approached the City of Milwaukie in regard to implementing a
business license surcharge in order to fund downtown develocpment:;
and

WHEREAS, the City Council £finds that a business license
surcharge would be an appropriate way to raise revenue for funding
downtown development; now, therefore:

THE CITY OF MILWAUKIE DOES ORDAIN AS FOLLOWS:

Section 1. Surcharge Impcsed.

A. No person shall maintain, operate, engage, conduct
Oor carry on any business within the city without first having
paid the business license surcharge imposed by this ordinance.

B. It is the intention of this ordinance to impose a
business license surcharge on businesses located in the
downtown development area. The business license surcharge
shall apply to those downtown development area businesses
which are obligated to pay for a business license under
Chapter 5.04 of the Milwaukie Municipal Code, unless the
business is excluded from payment below.

Secticn 2. Exclusions.

Those businesses which are excluded under Section
5.04.130 are excluded under this ordinance as well.

Section 3. Downtown Development Area.

The downtown development area is described and shown on
Exhibit "A" which is attached hereto and incorporated herein
by this reference.

ORDINANCE No. 1702
Page 1
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Section 4. Amount of Surcharge.

The business license surcharge for each calendar year
shall be determined as follows:

$18,000 = per employee rate
Number of employees in downtown area
reported in the prior year

The number of employees in the downtown development
area in the prior year shall be determined from the
records of the business license program administered
pursuant to Chapter 5.40 of the Milwaukie Municipal Code
for the prior business license year.

The surcharge shall then be determined by
multiplying the per employee rate by the number of full-
time equivalent employees reported by a business on the
current application for a business license.

Section 5. Commencement of Surcharge.
a. The business license surcharge will commence on

January 1, 1991 and continue for a three year period
thereafter, with the last surcharge due on January 1, 1993.
The business license surcharge year shall be the calendar
year. The business license surcharge shall be paid annually
in advance of the business license surcharge year, except for
business license surcharge year 1991, where the surcharge
shall be payable within 30 days of receipt of notice to pay
the surcharge. The approximate payment schedule for the
surcharge is as follows:

1991 - Payment due within 30 days of notice.

1ss2 - Payment due on January 1, 1892.

1993 - Payment due on January 1, 19¢3.

B. Businesses shall be liable for the surcharge from

the date they commence doing business within the city and not
from the date of their application. Businesses shall be
liable for the full business license surcharge amount for the
vear in which they commence business, regardless of when they
commence business.

ORDINANCE No. 1702
Page 2



Section 6. License *avenue.

The revenu: from this surcharge shall be paid to the
Milwaukie Downtown Development Association for the following
purposes:

by ORGANIZATION: Encouraging coocperation between the
City, businesses and property owners, and building leadership
in the business community:;

2) PROMOTION: Creating a positive image for downtown
by promoting the downtown as an exciting place to live, shop
and invest;

3) DESIGN: Improving the appearance of the downtown
area;

4) ADMINISTRATION: Hiring a downtown manager to
coordinate activities and to administer funds received for
downtown develcpment.

Section 7. Other Licenses and Charges.

The business license surcharge imposed by this chapter
shall be in addition to and not in lieu of any other license,
permit, fee, charge or tax required under any other ordinance
of the City.

Section 8. Delinguency Charge.

Delingquency charges for late payment of the business
license surcharge shall be assessed in the same manner as
delingquency charges for late payment of the business license.
The delinquency charges assessed for late payment of the
business license surcharge shall be in addition to the
delingquency charges imposed for late payment of the business

license.
Secticon S. Penaltv for Violation.

A. A violation of this ordinance shall be punishable
by a fine not to exceed one hundred fifty dollars ($150.00).

B. Violations of this ordinance shall be pursued under
Section 1.08 of the Milwaukie Municipal Code. However, the
city may use any other remedies available to it to enforce
this ordinance.

c. The conviction of any person for vieolation of this
ordinance shall not relieve such person from paying the
business license surcharge, including any delinquency charges
for which the person is liable. The penalties imposed by this
ordinance are in addition to and not lieu of any other
remedies available to the city.

ORDINANCE NO. _1702
Page 3



D. In the event a firm, corporation, partnership or
other similar entity violates this ordinance, the officer or
cfficers or person or persons responsible for the violation
shal. >e personally subject to the penalties imposed by this

ordiaance.

Section 10. Qther Provisions.

Section 5.04.020 =~ Definitions, Section 5.04.040
Multiple businesses or premises, Section 5.04.080 -~ Transfer
or assignment of receipts, Section 5.04.090 -~ Issuance and
display of receipt, and Section 5.04.100 - Administration,

the Milwaukie Municipal Code are hereby adopted
incorporated herein by this reference.

Read for the first time on March 19 , 1991 and moved to
a seccond reading by unanimous vote of the City
Council.

Read for the second time and adopted by the City Council on
March 19 1991.

7

Signed by the Mayor on April 2 1991.

7

Craig Lo cki, Mayor

4,, A :5//, 7"

City Recocrder

Attest:

‘vpvﬂveﬂ as tc form:

City Attorney

mmS mlec