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Section 1 Introduction 

Oregon legislation establishes guidelines for the calculation of system development charges 
(SDCs). Within these guidelines, local governments have latitude in selecting technical 
approaches and establishing policies related to the development and administration of 
SDCs. A discussion of this legislation follows.   

SDC Legislation in Oregon 
In the 1989 Oregon state legislative session, a bill was passed that created a uniform 
framework for the imposition of SDCs statewide. This legislation (Oregon Revised Statute 
[ORS] 223.297-223.314), which became effective on July 1, 1991, (with subsequent 
amendments), authorizes local governments to assess SDCs for the following types of 
capital improvements: 

 Drainage and flood control 
 Water supply, treatment, and distribution 
 Wastewater collection, transmission, treatment, and disposal 
 Transportation 
 Parks and recreation 

The legislation provides guidelines on the calculation and modification of SDCs, accounting 
requirements to track SDC revenues and expenditures, and the adoption of administrative 
review procedures. 

SDC Structure 
SDCs can be developed around two concepts: (1) reimbursement fee, and (2) improvement 
fee, or a combination of the two. The reimbursement fee is based on the costs of capital 
improvements already constructed or under construction. The legislation requires the 
reimbursement fee to be established or modified by an ordinance or resolution setting forth 
the methodology used to calculate the charge. This methodology must consider the cost of 
existing facilities, prior contributions by existing users, gifts or grants from federal or state 
government or private persons, the value of unused capacity available for future system 
users, rate-making principles employed to finance the capital improvements, and other 
relevant factors. The objective of the methodology must be that future system users 
contribute no more than an equitable share of the capital costs of existing facilities. Use of 
reimbursement fee revenues are restricted only to capital expenditures for the specific 
system which they are assessed, including debt service. 

The methodology for establishing or modifying an improvement fee must be specified in an 
ordinance or resolution that demonstrates consideration of the projected costs of capital 
improvements identified in an adopted plan and list, that are needed to increase capacity in the 
system to meet the demands of new or expanded development. Use of revenues generated 
through improvement fees are dedicated to capacity-increasing capital improvements or the 
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repayment of debt on such improvements. An increase in capacity is established if an 
improvement increases the level of service provided by existing facilities or provides new 
facilities. 

In many systems, growth needs will be met through a combination of existing available 
capacity and future capacity-enhancing improvements. Therefore, the law provides for a 
combined fee (reimbursement plus improvement component).  

Credits 
The legislation requires that a credit be provided against the improvement fee for the 
construction of “qualified public improvements” by a developer or other private party. 
Qualified public improvements are improvements that are required as a condition of 
development approval, identified in the system’s capital improvement program, and either 
(1) not located on or contiguous to the property being developed, or (2) located in whole or 
in part, on or contiguous to, property that is the subject of development approval and 
required to be built larger or with greater capacity than is necessary for the particular 
development project to which the improvement fee is related. 

Update and Review 
The methodology for establishing or modifying improvement or reimbursement fees must 
be available for public review. The local government must maintain a list of persons who 
have made a written request for notification prior to the adoption or amendment of the 
methodology. The legislation includes provisions regarding notification of hearings and 
filing for reviews. Periodic application of an adopted specific cost index or modification to 
certain factors incorporated into the SDC rate are not considered modifications to the 
methodology, provided that: 

 “Factors related to the rate” are limited to changes to costs in materials, labor, or real 
property as applied to projects in the required project list. 

 The cost index must consider average change in costs in materials, labor, or real 
property and must be an index published for purposes other than SDC rate setting. 

The local government is not required to adhere to the notification provisions under these 
circumstances.  Changes to the fees that do represent a modification to the methodology 
require a 90-day written notice prior to first public hearing and that the SDC methodology 
be available for review 60 days prior to public hearing. 

Other Provisions 

Other provisions of the legislation require: 

 Preparation of a capital improvement program or comparable plan that includes a list of 
the improvements that the jurisdiction intends to fund in whole or in part with 
improvement SDC revenues and the estimated timing, cost, and eligible portion of each 
improvement. 
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 Deposit of SDC revenues into dedicated accounts and annual accounting of revenues 
and expenditures, including a list of the amount spent on each project funded, in whole 
or in part, by SDC revenues. 

 Creation of an administrative appeals procedure, in accordance with the legislation, 
whereby a citizen or other interested party may challenge an expenditure of SDC 
revenues. 

The methodology presented in Section 2 has been prepared in accordance with Oregon SDC 
guidelines. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Note: The calculations contained in this report were produced using numbers that extend beyond the 
decimal places shown in the tables presented, so slight variations exist due to rounding. These 
variations are not material.
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Section 2 Water SDC Methodology 

Overview 
Based on the recently adopted Water System Master Plan for the Springfield Utility Board 
(SUB) and Rainbow Water District (District), the SDC methodology that best reflects the 
District’s circumstances is a reimbursement fee methodology for two primary reasons: 

1. The District has ample available capacity for growth – As shown in Table 1, the 
District has current well capacity of 8.4 million gallons per day (mgd) and storage 
capacity of 3.6 mg, compared to a current maximum day demand (MDD) of 1.38 
mgd. The District’s current contract with SUB includes a provision to provide 5 mgd 
capacity during the summer months. However, SUB is in the process of developing 
its own supplies and will no longer require capacity from the District to meet its 
MDD needs. The District plans to take the WeyCo wells and Kelly Butte reservoir 
offline in the future, leaving more than sufficient to meet current and future 
development needs specific to the District’s service area. 

2. The District’s capital improvement plan as identified in the Waster System Master 
Plan is limited to replacement and reliability improvements, without improvements 
to expand capacity. As discussed in Section 1, an improvement fee methodology 
must demonstrate consideration of the projected costs of capital improvements that 
are needed to increase capacity in the system to meet the demands of new 
development. Because it has ample capacity, the District’s capital plan does not have 
such improvements.   

Table 1 - Summary of Facility Capacity and Requirements 

Rainbow Water District  

 Rainbow 
Share 

Current 
capacity 

Future 
capacity 

Wells1  mgd mgd 

I-5 Wells (2) 2 3.9 3.0 

Chase Wells (5) 5 2.6 2.6 

Q St. Well 1 0.4 0.4 

WeyCo Wells (3) 1.5 1.4  

RWD Subtotal 9.5 8.4 6.0 

Storage2  Mg mg 

Kelly Butte          1.0   

Moe          2.6         2.6  

Total          3.6         2.6  

Current RWD MDD = 1.38 mgd 

(1) To be taken offline when SUB contracted capacity no longer needed. 

(2) Kelly Butte will be removed from service.  
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Reimbursement Fee Calculation  
As required by Oregon Revised Statutes (ORS) 223.304 (1) (b), the objective of a 
reimbursement fee methodology must be that future system users contribute no more than an 
equitable share of the capital costs of existing facilities. Therefore, to determine the SDC per 
equivalent dwelling unit (EDU) for the District, the total value of the existing system 
facilities (by component) is divided by the total capacity of those same facilities to determine 
the average cost per unit of capacity. These calculations are shown in Table 2.  

Table 2 - Reimbursement Fee Calculation 

Rainbow Water District 
  System Component  
 Supply/Treat Storage Transmission Total 

     
Existing System Value1 $9,394,455 $4,022,538 $11,004,705 $24,421,698 
     
Total Capacity (mgd)2                6.00                  2.66               6.00   
     
Unit cost ($/mgd)  $1,565,743 $1,512,232 $1,834,118  
     
Capacity per EDU (mgd)       0.000549          0.000295       0.000549   
Total $860 $445 $1,007 $2,313 
1Rainbow Water District Asset Depreciation Short Report, adjusted for inflation through 2022 
2Excludes WeyCo wells and Kelly Butte reservoir which will be removed from service. 

Estimated MDD per EDU are determined based on the current number of “meter 
equivalents” divided by the current requirements of 1.38 mgd. As shown in Table 3, EDU 
factors are based on the hydraulic equivalencies for each water meter size relative to a ⅝ X 
¾” meter. The MDD and storage requirements per EDU are about 549 gallons per day for 
supply/transmission and 295 gallons per day storage.  As shown in Table 2, the unit costs 
are multiplied by the capacity needs of an EDU to determine the SDC per EDU of $2,313. 

Table 3 - Water System Capacity Requirements per Meter Equivalent 

Rainbow Water District 
Meter Size Number of 

Meters 
Meter 

Factor1 
Meter 

Equivalent 

5/8" X 3/4"         2,310              1.00               2,310  
1-inch              74              2.50                  185  
1 1/2-inch                1              5.00                      5  
2-inch                2              8.00                    16  
Total 2,387  2,516 

MDD per Equiv Meter 549   
Storage per Equiv Meter 295  

 
 

1Meter factors based on hydraulic capacity relative to a 5/8” X ¾”  



 

  2-3 

RAINBOW WATER DISTRICT   
Water System Development Charges 

 

Compliance Costs 
Local governments are entitled to use SDC revenue to fund costs associated with complying 
with the SDC statutes. Compliance costs include costs related to developing the SDC 
methodology and annual SDC accounting and budgeting. As shown in Table 4, the 
estimated compliance cost per EDU is $90 (about 3.5 percent of the total SDC charge). 

Table 4 - Water System Compliance Charge 

Rainbow Water District 
Component Years Total Growth Annualized 

SDC Study 5 $10,000  100% $2,000  

Auditing/Accounting/Legal/Development 1  $500  100% $500  

Total Annual Costs   $10,500    $2,500  

Estimated Annual EDUs    28  

Charge/EDU       $90  

 

SDC Schedule 

Table 5 shows the calculated water SDCs based on water meter size. The total SDC per EDU 
is $2,403. The SDC calculations presented in Table 5 are consistent with industry standard 
practices and Oregon SDC law and reflect the District’s specific capacity considerations (i.e., 
ample excess capacity) and the nature of planned improvements (limited to replacement 
and resiliency).  

 
Table 5 - Preliminary SDC Schedule    

Rainbow Water District   

    Meter 

Meter Size SDC Compliance Total Factor 

3/4" $2,313 $90  $2,403 1.0 

1" $5,782 $226 $6,008 2.5 

1 1/2" $11,564 $451 $12,015 5.0 

2" $18,503 $722 $19,225 8.0 

Inflationary Adjustments 

In accordance with Oregon statutes, the SDCs may be adjusted annually based on a 
standard inflationary index.  Specifically, the District plans to use the Engineering News 
Record Seattle Construction Cost Index as the basis for adjusting the SDCs annually.  

 


