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The regular meeting of the Board of Coramissioners of the Palatine ilill 
Water District, Multnornuh County, Oreqon wa:3 held at the Riverdale School 
at 5:30 P.M. on the 13th day of December, 1979- .. The following Commissioner 
were present: Chad Hindman, Alfred Stolof:, Jean Stoll and Neale 
Creamer. Stanton .Richardson ,-1c.1.s 2.bsent- :J.illi.ai:1 L. Roach and Jean 
Lonborg were also pres~nt. 

Minutes of the Meetings 
were read and approved~ 
directed as follows: 

held Octo~er 11, 1979 2nd 2overnber 8, 1979 
3ills 1:.·rere at~di tcc1 anc~ their payment was 

Check# 
3607 ~illia~ ~- ?0~~~ 

:__,l:!SS S S .:~~ 7. 35 
268.20 
88.00 
1. 76 

$1_L'l2S, 00 

3608 
3609 

3610 
3611 
3612 
3614 
3615 
3616 
3617 
3618 
3619 
3620 
3621 
3622 
3623 
3624 
3625 
3626 
3634 

3635 

3636 

FNH 
si·m 
SAIF 

William L. Roach 
Jean Lonborg 

OPS 

Less S S 
FWH 
SWH 
SA.IP 

~, nn • ..:,.:.. .uu 

54.40 
26.00 

l _ 76 

S6cia1· Security Revolving Account 
u-s National Bank, Tax Deposit 
Pru~tt Tree Service 
Major Spray Service 
~ureau of Water Works 
Portland General Electric 
Po·stmasb=.ff 
Pos·t~ Time Printing 
Lake Grove Water District 
Pacific Northwest Bell 
Pacific Northwest Bell 
Pacific Northwest Bell, Bellboy 
Businessmen•s Telephone Exchinge 
Bankers Life Nebraska 
William L. Roach, Rent 
William L. Roach, Christmas bonus 

Less 3 s 
Jean Lon bore,, Chris tmus Bonu.s 

Less S S 
Social Security Revolving Account 

4-15.31 

520.00 

114.04 

$250.00 
15.33 

125.00 
7.G6 

$979.69 
100 .. 00 

.405 .. 96 
54.52 

·238.46 
.322.60 
180.00 

76.25 
· 3384.85 

815.55 
83.00 
21.80 

120.66 
20.43 
36. 73 
16 .. 50 
28.00 
8.59 

75.00 

234.6 7 

117.34 
45.98 

$7366.63 

A letter from Robert Huston, 12437 SN Military Road, was received in 
the Water District office. Mr. Huston repo~ted a break in his water 
line to his home in late October. This break resulted in a large 
water loss. t-Ir. Husto:i requested an adjustment on his water bill. 
The Board stood firm on their policy not to allow adjustments on high 
bills due to leaks. Mr. Hindman wrote a letter to Mr- Huston to 

DV of both letters are attached. 

~r. Creamer reported th~t he had looked through and studied the contract 
witl1 Lh~ ci~y 0£ Portland. 7his contr~ct was 
and is now ready to be returned to Portland. 

- .: --- - _, - .L. ~ l- .: - - - - ~ .: - -
.:::,.Lyllt:=-'.J. ct l.. t.llJ...::> llllt:::'= l....l.11':j 

There ~eing no further ~usiness to co~e before the 3oard, the meeting 
was adjournerl .. 
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A G R E E M E N T 

THIS AGREEMENT is entered into by and between PALATINE HILL WATER 
DISTRICT , herein ca 11 ed "Purchaser 11

, and the CITY OF 
PORTLAND, a municipal corporation of the State of Oregon, herein 
cal 1 ed "City". 

The parties recite~ 

A. Purchaser is a municipal corporation of the State of Oregon, 
and is aut'hori zed by its charter or by state 1 aw, or both, to 
operate a muni~ipal water system. 

B. City is a municipal corporation of the State of Oregon, and is 
authorized by Chapter XI of the Charter of the City of Portland to· 
maintain water works for the furnishing of 'Hat.er to the city, its 
property~ its inhabitants, and the places and people along or in the 
vicinity of the pipesr- conduits or aqueducts constructed or used for 
that purpose. The Counci 1 of the City is further authorized to 
enter into contracts for the supply of water by the City, and to 
sell surplus water to persons, public and private, outside the city, 
on terms and conditions the Council finds appropriate. 

C. City is further authorized by Section 2-l05(a)4 of its Charter 
to enter into agreements, without limitation as to term, as the 
Council finds appropriate for cooperation, consolidation and main­
tenance of services with any other public corporation or unit of 
government. 

D. ORS. 190.003 to 190.110 authorizes units of local goverrnent to 
enter into intergovernmental agreements for the performance of their 
duties or for the exercise of powers conferred upon them-

E. City has determined that it is in the best inte,·est of its rate­
payers for the City to enter into contracts for the sale of water. 
Benefits are derived for Portland water consumers by spreading the 
fixed overhead of the system over a wider rate base. 

F. Parties agree that execution of a long-term agreement for the 
sale of water from City will provide greater likelihood of water 
supply at less cost and of a higher quality than would otherwise be 
possible. 

G. The service and commodity provided by City are a special con­
tract service and are not provided by City as a common utility 
service. 
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SECTION 1 

NATURE OF THE SERVICE 

City agrees to furnish and sell, and Purchaser agrees to 

purchase, a firm supply of potable surplus water on an annual basis 

for the 1 ife of this agreement. Purchaser recognizes and agrees 

that it is the duty of the City to furnish \vater at a normal volume 

and pressure to the City and its inhabitants before selling water to 

Purchaser, Historically, however, water sources available to City 

have been sufficient to meet the City's needs, and to provide sur­
P l us water for sale to Purchaser and others. 

City agrees to exercise reasonable diligence and foresight 
to repair, rep1ace and maintain its collections and distribution 

system so as to provide a normal volume and pressure flow of water 

at the point of the Purchaser's connection during the life of this 
agreement. City also agrees that Purchaser's supply of surplus 

water shall be reduced or terminated only in the event that the 
water supply to City residents \vould otherwise be inadequate. Pur­

chaser further recognizes and agrees that no 1 i ab i 1 ity for damages 

shall attach to City hereunder on account of any failure to accu­

rately anticipate availability of water supply, or because of an 

actual failure of supply due to inadequate run-off or occurrence 
beyond the reasonable control of the City. 

Purchaser agrees to sell no water to any other distribu­
ting agency ~,ithout the prior written appi•oval of the Manager of the 

City Bureau of Water Works. Such sales shal1 be subject to such 
conditions as the Manager of the City Bureau of Water Works may im­

pose. In the event Purchaser makes such sales without such approv­

al, the City may make corresponding reductions in the amount of 
water supplied to Purchaser or may impose rate penalties as deemed 
appropriate by the Manager of the City Bureau of Water Works and the 
Commissioner- in-Charge. 
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149278 
SECTION 2 

WATER REGULATIONS 

Purchaser hereby agrees to abide by and be bound by the 
terms and provisions of Chapter 21.28 of the Code of the City of 
Portland, Oregon, as it presently exists or may hereafter be amended 
by the Council of the City of Portland, during the life of this 
agreement, to the extent to which such terms and provisions do not 
conflict with any material provisions of this agreemente 
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SECTION 3 

PRICING 

City agrees that rates and charges shall be based on: 
A. Determination of revenue requirements using the uti 1-

ity enterprise method of ac~ounting which includes 
return on invested capital to the City and deprecia­
tion where: 

1. I n vested cap it al i s def i n ed a s t he or i g i n a 1 c o st 
value of al 1 capital assets including construction 
work in progress, less accumulated depreciation 
expense and contributions, ~us operating contin­
gencies and inventories; 

2. The rate of return to be applied to the invested 
capital is derived from a five-year average risk­
free rate computed from treasury notes plus a risk 
factor computed from the average yield of traded 
water companies and the risk-free rate, as des­
cribed in Exhibit A; 

3. The annual depreciation expense is calculated by 
multiplying an amortization rate reflecting the 
remaining useful life of each asset times the re­
placement value of the asset; 

4. Operation, maintenance and general administrative 

expenses are as presented in the annua 1 budget of 

the City Bureau of Water Works; and 
B. Allocation of revenue requirements among all water 

users based on all costs of providing water service as 
defined in A. above, computed in accordance with ac­
cepted practices regarding cost of service alloca­
tion, where revenue requirements are al located among 
customers and customer classes proportional to their 
use of the system. 
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SECTION 4 

COMMUNICATION BETWEEN THE CITY AND PURCHASER 

In order to ensure that all water purchasers are notified 
in a timely manner of proposed changes in rates, charges and rate 
design and provided an opportunity to evaluate such proposals and be 
heard before the City Council, the City agrees that the following 
steps shall be taken annually: 

A. In early February, the City Bureau of Water Works 
shall invite Purchaser to attend a presentation of 
its budget request and financial pl ans for the fol­
l owing fiscal year. 

B. In early April, the City Bureau of Water Works shall 

advise the Purchaser in writing of significant 
changes in the proposed City budget having a poten­
tial impact on the purchasers. 

C. In the middle of May, the City Bureau of Water Works 
shall forward to the Purchaser a copy of the rate 
ordinance filed with the City Attorney, accompanied 
by a letter giving the dates on which the City Coun­
cil is scheduled to consider rates. The hearing 
dates shall also be published in ·one or more local 
newspapers of general circulation. 

D. Above steps may be changed by mutual agreement with a 
memorandum of understanding. 
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SECTION 5 

PAYMENT 

Purchaser agrees to pay monthly to City for all City water 
supplied by City to Purchaser at the rates and charges which may be 

established by the City Council from time to time pursuant to Sec­

tion 3, Statements for water used by Purchaser shall be computed 
and rendered monthly to Purchaser by City. Should any meter fail to 

measure accurately the water passing through said meter, the charge 

for water used during the time the meter is out of service shall be 
based on the estimated volume of water supplied as the City may 

determine by usage averages arid statistics for prior periods. Pay­

ment shall be made by Purchaser to City on or before the thirtieth 
day after issuance of the statement. 
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SE CTI ON 6 

CONNECTIONS AND METERING 

Purchaser agrees to provide on its main, at <1 point near 
the connection with the City's main, a water meter or meters of type 
and pattern approved by the City Bureau of Water Works which will at 
all times measure the water supplied by City to Purcnaser. City 
shall maintain the meter or meters in proper working condition at 
Purchaser's expense. City agrees to notify Purchaser prior to 
repairing the meter. 

City agrees to the continuance of the connections (or a 
new connection) between City 1 s water system and Purchaser's system 
located as follows: 

(Size and location of meters) 

7 



SECTION 7 

MINIMUM PURCHASE 

A. In consideration of the agreement of the City to provide a 
firm supply of surplus water, Purchaser agrees to maintain its level 
of purchases for the term of this agreement so as not to diminish. 
the ratio of City water used to the total water used by Purchaser. 
The ratio shall be re-calculated annually and shall be the average 
level of purchases during the five (5) fiscal years next preceding 
the year of calculation, divided by the average level of total water 
use by Purchaser during that period. 

If in any fiscal year, the Purchaser increases its per­
centages of water usage from sources other than City, so that the 
percentage of City water purchased is less than the guaranteed 
purchase ratio, Purchasm· shall pay to City the sum which compen­
sates _City for the reduction in usage of City water. 

For example, if Purchaser agreed to purchase 70 percent of 
its water from City but during the fiscal year purchased only 65 
percent of its water from City, under this section, Purchaser shal 1 
pay to City at existing rates an additional a1nount, equal to 5 per­
cent of its total water usage. 

Payment shall be made annually by Purchaser to City on or 
before July 1 of the succeeding fiscal year. 

B. The calculation of Purchaser's guaranteed purchase ratio 
shall not include water used by Purchaser in the following 
c i r cums tan c e s : 

l. Purchaser shall be allowed to use alternate water 
sources in case of emergency such as major fire or 
drought conditions, and as otherwise mutually agreed 
upon. 

2. If any of the curtailments specified in Section 9 of 
this contract are invoked, purchaser shall be allowed 
to use alternate water sources during the time cur­
tailments are in effect. 

C. If Purchaser's service area is changed through annexation 
or withdrawal, Purchaser's guaranteed purchase ratio shall be 
adjusted where appropriate. 
D. City shall, as soon as reasonably possible, inform the 
Water Manager's Advisory Board, for purposes of their review, of all 
such exceptions allowed under B. and C. above. 
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SECTION 8 

GROWTH 

A. To recover costs for accelerating capacity expansion 
facilities, City shal 1 assess Purchaser annually after June 30, 
1981, a growth impact charge if the Purchaser's growth rate exceeds 
the average growth rate. Growth impact charge, Purchaser I s growth 
rate and average growth rate are used as defined in Exhibit B. 
Payment shal 1 be made annually by Purchaser to City on or before 
July 1 of the succeeding fiscal year. 

B. Purchasers contracting to buy water from the City for the 

first time after December 31, 1979, or Purchasers presently purchas­
ing water from City and not renewing any existing purchase contract 
within 60 days following the fifth anniversary of the execution of 
such existing contract, will be assessed a sum commensurate with the 
costs of accelerating capacity expansion facilities resulting from 
Purchaser's demands at time of contract execution. 

C. All charges and interest pursuant to this Section shall be 
reserved by the City exclusively for expansion of the total system 
capacity. 

D. No growth impact charges shall be made for increased water 
usage by Purchaser caused by annexation or transfer of service areas 
previously receiving City water, except to the extent that growth 
impact charges otherwise would be chargeable to such annexed or 
transferred areas for growth in those areas, 
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SECTION 9 

WATER CURTAILMENT 

In times of shortage, water use will be curtailed to the 
extent permitted by law and in the following order: 

A. Restriction of uses which can be accomplished without 
serious injury to person or property, and prohibition 
of non-essential uses. 

B. Prohibition of irrigation except for commercial green­
houses. 

C. Prohibition of every use except for domestic use and 
for essential commercial enterprises and industry. 

D. Prohibition of all use outside the City except domes­
tic uses. 

E. Prohibition of all use inside the City except domestic 
uses. 

The curtui lment contemplated by Items A., B., and C. above 
will be applied uniformly to all users. 

10 
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SECTION 10 

PURCHASER SUPPLIED WATER TO CITY RESIDENTS 

To the extent permitted by law, Purchaser agrees to pro­

vide water supply to City residents in areas adjacent to Purchaser's 
water mains, said water to be metered by City. The total volume of 
such metered water, plus 12 percent, will be credited to Purchaser 
by City, this percentage subject to alteration by mutual agreement 
between Purchaser and City Bureau of Water Works. Such water will 
not be included in the calculation of total water purchases per 
establishment of the guaranteed purchase ratio under Section 7. 

11 



SECTION 11 

FINANCING PURCHASER SPECIFIC CAPITAL 

Financing of assets for benefit to specific Purchaser(s) 
shall be such Purchaser(s) responsibility, except to the extent the 
assets benefit the City. However, the City may bond such facilities 
if any or all such Purchaser(s) guarantee payment of the portion of 
annual debt service not related to the benefit to the City for the 
duration of such City bonds. 

12 



SECTION 12 

.INFORMATION TO BE FURNISHED BY PURCHASER 

A. On or before July 31 of each year, Purchaser agrees to 
furnish to the Manager of the City Bureau of Water Works a legal 

description or map of the Purchaser's service area, at a scale no 
smaller than 1000 feet to the inch showing the boundaries of the 
area supplied or to be supplied by its distribution system and, in 
addition, a map or maps showing all existing mains and those pro­
posed to be installed within the next 12 months, the location, 
capacity, and overflow elevation of all storage tanks and reser­
voirs , as we 1 l a s co n n e ct i o n s t o o t h er s o u r c e s of w at er s u p p l y , 
whether such supply is owned by the Purchaser or obtained from 
others. 
B. Purchaser shall furnish to the Manager of the City Bureau 
of Water Works \'lithin ten (10) days after the end of each month a 
statement showing the number of cubic feet of water sold by each 
source. 
C. Purchaser shall report, on or before July 31 of each year, 
the origin, capacity, usage and quality of each alternate source of 
water supply. 
D. Purchaser shall a1 so furnish on or before July 31 and 
January 31 of each year, a detailed list of the total number of new 
water service co~nections and locations segregated into the categor­
ies of single-family dwellings, duplexes, dwellings of three or more 
units, commercial, industrial, and private fire line services and 
the size of the meter for each service installed during the previous 
six (6) months as of June 30 and December 31. 
E. Purchaser further agrees to furnish, not later than July 
31 of each year, a statement listing both the total active and 
inactive services supplied directly and indirectly by Purchaser 
through other distributors as of June 30. 

13 



SECTION 13 

ROLE OF THE WATER MANAGER'S ADVISORY BOARD 

A Water Manager's Advisory Board shal 1 be established and 

will continue during the term of the contract. Purchaser is el igi­
ble for participation in the Water Manager's Advisory Board. This 
group shall meet regular1y to communicate with and make recommenda­

tions to the City Bureau of Water Works and the Commissioner-in­

Charge thereof regarding matters relating to City's sale of water 

pursuant to the terms of this contract, including but not limited to 

review of those portions of the annual budget and capital improve­
ment program that affect outside City Purchasers. This group shall 

be governed by By- la\'t'S which are attached hereto and are marked as 

Exhibit C. 
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SECTION 14 

LENGTH OF CONTRACT 

This contract shall become effective --------
sh a 11 be in full force and effect for a period of 25 years from and 
after its date of execution, and will supercede all other agreements 

presently in effect. 
This contract shall be automatically renewed for an addi­

tional 25-year term unless e:ither party gives written notice to the 
other that such party elects not to renew the contract. The re­

quired \'tritten notice must be d,~, ivered to the other party not 1 ess 

than three years prior to the date of expiration of the original 

term. 

15 



SECTION 15 

SUPPLEMENTAL AGREEMENTS 

It is acknowledged by the parties that there may be cir­

cumstances which require supplemental agreements between City and 
Purchaser. To the extent that any such supplemental agreements are 

not inconsistent with the terms of this contract, then City and Pur­
chaser may enter into such agreements to implement the provisions of 

this contract. 

16 



I N WI TN ES S WHEREOF , Pu r ch a s er h as , p u r s u a n t t o off i c i a 1 

action of its governing body on the 10th day of January , 19~, . 
du 1 Y au t h or i z i n g the s am e , c a u s e d i t s pr o per off i c er s to exec u t e 

this instrument on its behalf and its corporate seal to be affixed 

hereto, and City, pursuant to Ordinance No. 130672, Title 21, Water 

Regul at i ans, of the Code of the City of Portland, Oregon, has caused 

this instrument to be signed by its Mayor and Commissioner-in-Charge 

of the Bureau of Water Works, all of which is in triplicate. 

(Corporate Seal) 

Approved as to form: 

APPROVED AS TO FORM 
;--/. / a -N 
t.;,;7~~~ ; . /."""(;..1:;,J<¼~e 

CITY ATTORNEY 

PALATINE HILL WATER DISTRICT 
Purchaser 

B :,-c:r;..a;...;;,..~~.....-'..'-,--,,,,,~~::...:::.....1~~.;...._--

(Title) 

At tes t---"'-4--i....:;ufh::;;.;..__;;___L_e~A...loo-"~~--

(Title) 

CITY OF PORTLAND 

Date --------------

17 



EXHIBIT A: CALCULATION OF A RATE OF RETURN 

CALCULATION OF A DEBT-EQUITY RATIO 

l) Debt Balance, outstanding at year end, is the sum of outstanding bonded 
debt at the beginning of the year and new debt issued during the current 
year, less any redemptions of outstanding debt during the current year. 

2) Equity Balance, at year end, is the sum of equity at the beginning of 
the year and principal payment on debt in the current year and invest­
ment in assets from current revenues, less any contributions of assets. 

3) Total Value is the sum of the debt balance and the equity balance. 

4) Debt Ratio is the debt balance divided by the total value; Equity Ratio 
is the equity balance divided by the total value. 

CALCULATION OF A RATE OF RETURN ON EQUITY 

l) Market Rate is the sum of yield and five-year average increase in earn­
ings of traded water companies, as 1 isted in 11 Publ ic Utilities Fort­
nightly", or other comparable industry publication. Note: Any observa­
tions beyond two standard deviations of the mean are excluded as extreme 
cases. 

2) Risk Free Rate is the average annual yield of U.S. Treasury Bonds (ma­
turing in the same month) for the forthcoming five-year period, as 
reported in the "Wall Street Journal" or other industry publication. 

3) Risk Factor is the market rate 1 ess the risk free rate, their difference 
divided by the variance of the market rate. 

4) Rate of Return on Equity is the risk free rate plus the risk factor. 

CALCULATION OF A RATE OF RETURN ON DEBT 

1 ) Rate of Return on Debt is the embedded cost of debt as measured by the 
(weighted) interest rates of all outstanding debt issues. The computa­
tion of the embedded cost of debt is provided by the Municipal Debt 
Advisory Service within the Oregon Treasurer's office~ 

CALCULATION OF A COMPOSITE RATE OF RETURN 

' 1) Weighted return on equity is the equity ratio multiplied by the rate of 
return on equity. 

2) Weighted return on debt is the debt ratio multiplied by the rate of 
return on debt. 

3) Composite rate of return, applied to the rate base, is the sum of the 
weighted return on equity and the weighted return on debt. 

18 



EXAMPLE FOR EXPLANATORY PURPOSES: 

(1979-80 Fiscal Year) 

DES CR I PTI ON 

1. Debt Balance 

2. Equity Balance 

3. Total Value 

4. Debt Ratio 

5. Equity Ratio 

6. Market Rate 

7. Risk Free Rate 

8. Risk Factor 

9. Rate of Return on Equity 

10. Rate of Return on Debt 

11. Weighted return on equity 

12~ Weighted return on debt 

13. Composite rate of return 

AMOUNT 

$ 39,679,000 

71,907,000 

111,586,000 

.356 

.644 

.126* 

.097** 

.006 

.103 

.052 

• 066 

• 019 

• 085 

SOURCE 

Table 4, Technical Report. 

Table 3, Technical Report. 

Debt balance plus equity balance. 

Debt balance divided by total value. 

Equity balance divided by total value. 

"Financial Data on Water Stocks" 
Public Utilities Fortnightly, 
January 18, 1979, p. 42. 

"Treasury Issues, Bonds, Notes & 
Bills, Friday, December 29, 1978. 11 

Wall Street Journal, January 2, 
1979. 

Market rate minus risk free rate 
divided by 5.157 (variance of the 
market rate). 

Risk free rate plus risk factor. 

Computed from interest rates on 
outstanding debt found in Bureau 
Statistical and Technical Report 
July 1, 1977-June 30, 1978, and 
estimated interest rates on 
proposed bond issues through 
1979-80 • 

Equity ratio multiplied by rate 
of return on equity • 

Debt ratio multiplied by rate of 
return on debt • 

Weighted return on equity plus 
weighted return on debt. 

* 

** 
Average of sum of yield and 1972-77 Avg. Incru in Sh. Earnings has been re­
computed with Elizabethtown Water and San Jose Water excluded as extreme cases. 
Average yield of bonds maturing in December, 1979, December, 1980, December, 
1981, December, 1982 and November, 1983. 
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EXHIBIT B: 

CALCULATION OF THE GROWTH IMPACT CHARGE 

CALCULATION OF COMPOSITE GROWTH RATE 

1 ) 

2) 

Purchaser's share of demand= purchaser's demand, based on water billed for 
in the previous fiscal year (n) / outside city purchaser's demand in the 
year n. 

Purchaser's rowth rate = (purchaser's demand in year n - purchaser's 
demand in year n-4 / 4 x purchaser's demand in year n-4.* 

3) Outside cit ers' share acit = capacity of the system 
in which the capacity of the - city s pr ema nd in t 

system is projected to be reached. 

4) Average growth rate= (outside city purchasers' share of the system capa­
city - outside city purchasers' demand for yearn) / (c - n) x outside city 
purchasers' demand in yearn. 

5) Composite growth rate= purchaser's growth rate x purchaser's share of 
demand+ average growth rate x (1 - purchaser's share of demand). 

CALCULATION OF IMPACT 

6) Annualized cost of new facility= estimated cost of new facility in year 
n+l dollars/ estimated useful life of the facility. 

7) Impact= annualized cost of the new facility x (1 - average growth rate/ 
composite growth rate). 

CALCULATION OF COMPOSITE UNIT COST 

8) Average unit cost= estimated user charge requirements, based on cost of 
service allocation, for outside city purchasers for year n+2 / outside city 
purchasers' demand for yearn x (1 + composite growth rate). 

9) ~dded requirements= estimated unit variable cost, associated with pur­
chaser's increased consumption x purchaser's demand in yearn (purchaser's 
growth rate - average growth rate). 

10) 

* 

Composite unit cost= (estimated user charge requirements for outside city 
purchasers for year n+2 + added requirements)/ outside city purchasers' 
demand in yearn x (l + composite growth rate). 

Except that for 1981-82 fiscal year: 
Purchaser's rowth rate= (purchaser's demand in year n - purchaser's 
demand in year n-2 2 x purchaser's demand in year n-2; and, 

for 1982-83 fiscal year: 
Purchaser's growth rate= (purchaser's demand in year n - purchaser's 
demand in year n- 3) / 3 x purchaser' s demand in year n-3. 

20 



CALCULATION OF BENEFIT 

11) Service area factor= estimated actual commodity rate for purchaser's 
service area for year n+2 / average unit cost. 

12) Unit benefit= service area factor x (average unit cost - composite unit 
cost). 

13) Benefit= unit benefit x (outside city purchaser's demand for yearn -
purchaser's demand in yearn) x (1 + average growth rate). 

CALCULATION OF GROWTH IMPACT CHARGE 

14) Growth impact charge = imp act - benefit. 

Example for explanatory purposes: 
XYZ Water District for 1978-79 Fiscal Year 

Basic Data: 

Description 

l ) Year n 

2) Purchaser's demand 
in year n 

3) Outside city pur-
chasers• demand in 
yearn 

4) Purchaser's demand 
in year n-4 

5) Capacity of system 

6) Year c 

7) City's projected 
demand in year c 

8) Estimated· cost of 
new facility in 
year n+l dollars 

9) Estimated useful 
life of facility 

10) Estimated users 
charge requirements 
for outside city pur-
chasers for year n+2 

Amount 

1978 

4,195,028 Ccf 

14,752,477 Ccf 

3,290,099 Ccf 

73,185,403 Ccf 
( 150 mgd) 

2020 

44,432,270 Ccf 

$19,200,000 

100 years 

$6,003,000 

21 

Source 

Prior fiscal year 

Bureau Statistical and 
Technical Report 
July 1, 1977-June 30, 1978 

Bureau Statistical and 
Technical Report 177-78 

Bureau Statistical and 
Technical Report •73 .. 74 

Bureau Engineer's estimate 

Bureau Engineer's estimate 

Bureau Engineer's estimate 

Bureau Engineer's estimate 

Bureau Engineer's estimate 

Computed from Bureau Financial 
Forecast and cost of service 
allocation 



Description 

11) Estimated unit 
variable cost 

12) Estimated actual 
commodity rate for 
purchaser's service 
area for year n+2 

Computations: 

/\mount 

$.072/Ccf 

$.48 

Source 

Computed from commodity 
costs in cost of service 
allocation 

Computed from Bureau Financial 
Forecast, cost of service 
allocation and demand projections 
based on average growth rate 

l) Purchaser's share of demand= 4,195,028 = .2844 
14,752,477 

2) Purchaser's growth rate= 41195 1028 - 31290j099 = .0688 
4 (3,290,099 

3) Outside city purchasers' share of system capcity 
= 73,185,403 - 44,432,270 = 28,753,133 Ccf 

4) Average growth rate= 28 1753 1133 - 14 1752j477 = .0226 
42 (14,752,477 

5) Commposite growth rate= (.0688) (.2844) + (.0226) (1 - .2844) = .0357 

6) Annualized cost of new facility= 19,200,000 = $192,000 
100 

7) Impact ::: 192,000 ( 1 - • 0226) = $70,454 
.0357 

8) Average unit cost= 
14,752,477 (1 + .0226) 
6,003,000 = .39792 

9) Added requirements= .072 (4,195,028) (.0688 - .0226) = $14,000 

10) Composite unit cost= 6,003,000 + 14,000 = .39380 
14,752,477 (1 + .0357) 

11) Service area factor= .48 = 1.206 
• 39792 

12) Unit benefit = 1.206 (.39792 - .39380) = .00497 

13) Benefit= 000497 (14,752,477 - 4,195,028) (1 + .0226) = $53,656 

14) Growth Impact Charge= 70,454 - 53,656 = $16,798 
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EXHIBIT C: BY-LAWS OF THE WATER MANAGER'S ADVISORY ;BOARD 

PURPOSE: The Advisory Board will communicate with and make recommendations 
to the City Bureau of Water Works and the Commissioner-in-Charge thereof 
regarding any matter relating to City's sale of water to outside the City 
purchasers. 

MEETINGS: The Chairman of the Advisory Board shall cause the Board to meet 
regularly and at least monthly. 

OFFICERS: Members of the Advisory Board shall elect annually a chairman and 
vice-chairman who will preside over the meetings. 

MEMBERSHIP: (1) The Advisory Board shall be composed of seven (7) members, 
each having one equal vote. (2) Each member shall be an executive in charge 
of water for the purchaser represented. (3) The representation wi 11 be as 
follows: Two members from the City Bureau of Water v/orks; one member from 
the largest purchaser in Service Area III; one member from the largest pur­
chaser in Service Areas I, II and IV; one member to be elected from the pur­
chasers in Service Area III; one member to be elected from the purchasers in 
Service Area I; one member to be e 1 ected from the purchasers in Service Areas 
II and IV. None of the elected members can be from purchasers already rep-
resented by virtue of_ their being the largest in Service Area III or Service 
Areas I, II and IV. The Service Areas are described in the attached Exhibit 
C ( 1) • 

TERM OF OFFICE FOR MEMBERS: Elected members of the Advisory Board shall 
serve for a term of two years. Elected members shall not serve two consecu­
tive terms. Members who do not attend three consecutive Advisory Board meet­
ings may lose their membership and the chairman shall appoint a replacement 
in accord with the distribution of representation outlined in the membership 
section .. 

QUORUM: A quorum of the Advisory Board shall be deemed to be a majority of 
t he member s ( 4 ) • 

VOTES ON RULES AND RECOMMENDATIONS: A majority of the members (4) voting for 
a proposal shall constitute the passage of a recommendation. 
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REPORTS: Any actions of the Advisory Board taken by maj or'ity vote shal 1 be 

reported to all outside City purchasers. 

AGEN.Q~: The agenda for the Advisory Board meeting shall be set by the Chair­

man or Vice-Chairman. Any member may submit agenda items to the Chairman. 

STAFF: The Advisory Board at the request of the Chairman shal 1 be provided 

secretarial staff by the City Bureau of \~ater Works. The expense shal 1 be 

incorporated in the genera 1 overhead of the Bureau. 

EXPENSES: Minor operating expenses of the Advisory Board shall be provided 

by the City Bureau of Water Works. The expense shall be incorporated in the 

general overhead of the Bureau. 

AMENDMENT OF BY-LAWS: The By-la,~s of the Advisory Board may be amended by 

five members, except for the provisions relating to membership representation 

which shall require unanimous consent of all seven members. 
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EXHIBIT C(l): WATER PURCHASERS BY SERVICE AREA 

Service Area I - Direct Conduit 

Gilbert Water District 
Green Valley Water Company 
Hazelwood Water District 
Lorna Water Company 
Pleasant Home Water District 
Rockwood Water District 
West Side Water Company 

Service Area II - Gravity Transmission 

Palatine Hill Water District 
Stanley Water District 

Service Area III - Pumped Transmission 

City of Beaverton 
Metzger Water District 
Sylvan Water District 
Valley View Water District 
Wolf Creek Highway Water District 

Service Area IV - Gravity Distribution 

Barber Water Corporation 
Burlington Water District 
Darlington Water District 
Parkrose Water District 
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GNR Corporation 
City of Gresham 
Hideaway Hills Water Company 
Lusted Water District 
Powell Valley Road Water District 
Skyview Acres Water Company 

Rose City Water District 
Wichita Water District 

Capitol Highway Water District 
Raleigh Water District 
Tigard Water District 
West Slope Water District 
City of Tualatin 

Bedford Park Mutual Water Company 
Community Water Company 
East 72nd Street Water Company 



1 ,,J.9')78 . ·'-- ,c;,.i 

ORDINANCE No. 14921i'8 

An Ordinance authorizing the acceptance and execution of a contract between 
th~ City of Portland, Bureau of Water Works, and the Palatine Hill Water 
District for the sale of a firm supply of surplus water for a twenty-five 
year period, and declaring an emergency. 

The City of Portland ordains: 

Section l. The Council finds: 

l. Resolution No. 32479 approved on August 2, 1979 by the City Council, 
authorized the Water Bureau to seek twenty-five year contracts \vith 
existing and potential purchasers of Bull Run water. 

2. The Commissioner-in-Charge of the Bureau of Water Works was authorized 
to sign and send copies of the contract, subje~t to changes in language 
but not substance, to each of the existing and potential purchasers of 
Bull Run water for their approval and execution. 

3. As a result of a meeting between the Portland City Attorney and 
attorneys representing major users of the Bull Run system, revisions 
in language but not substance were incprporated in the contract. 

4. The Board of the Palati._ne Hill Water D·istr'ict approved and executed on 
January 10, 1980, said-~contract from the City of Portland, marked 
Exhibit A, attached to the original only. 

NOW, THEREFORE, the Council directs: -

a. The Commissioner-in-Charge of the Bureau of Water Works and the Auditor 
are hereby authorized to accept and execute the contract with Palatine 
Hill Water District for the sale of a firm supply of surplus water for 
a twenty-five year period. 

The contract effective date shall be the date the ordinance is approved 
by Council . 

Section 2. The Council declares that an emergency exists in order to commence 
with planning to preserve the public health and safety of the City of 
Portland and its water purchasers; therefore, this ordinance shall be 
in force and effect from and after its passage by the Council. 

Passed by the Council, MAR 1 9 1980 

Commissioner Ivancie 
C. Goebel/lo 
March 4, 1980 

Attest:, 

' 
: Pa.go No·. l of J 

·~ '. ~~ , ~~;-:r;;;,tland- / 
/1 ' 

/'I ~ / L - -. 
/ ... . /'V 
, Auditor ~f the Ci y of Portland 



THE COMMISSIONERS VOTED 
AS FOLLOWS: 

Yeas Nays 

Ivancie i 
I 

Jordan ' 1 
4 

Lindberg i 
~ 

l 

Schwab i 
McCready ---

--·-· ... 

FOUR-FIFTHS CALENDAR 

Ivancie 

Jordan 

Lindberg 

Schwab 

McCready 

.. 

Calendar No . 
914 
~ ii 

. .__ . 

ORDINANCE No. 149278 

Title 
An Ordinance authorizing the acceptance 

and execution of a contract between 
the City of Portland, Bureau of Water 
Wdrks, and the Palatine Hill Water 
District for the sale of a firm 
supply of surpl4s water for a twenty­
five year period, and declaring an 
emergency. 

· MitP. ; 3 1980 

CONTINUED ro MAR 1 q i~OC· 

Filed MAR 7 1980 

GEORGE YERKOVICH 
Auditor-of the CITY OF PORTLAND 

~~ 
.-,/ Deputy 
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