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City of Lafayette 
 

WATER SYSTEM DEVELOPMENT CHARGE  
METHODOLOGY & CAPITAL IMPROVEMENT PLAN 

 
 

OVERVIEW 
 
This update of the City of Lafayette Water System Development Charge (SDC) is intended to 
summarize the current value of the water source, treatment, distribution and storage systems that 
serve existing users, to document the estimated costs of capital improvements required to serve 
future users, and to develop an equitable, proportionate allocation of these values and costs to all 
users, current and future. The goal of this effort is to update the existing SDC methodology to 
ensure it is understandable, defensible and equitable to both the existing and future users of the 
system.  
 
The authority to establish System Development Charges was originally approved in Lafayette 
Ordinance 467 in 1994.  The SDC has been previously updated in 1996, 1998 and 2000.     
 

SDC METHODOLOGY OVERVIEW  
 
Oregon Revised Statutes 223.297 through 223.314 provides the statutory basis for application of 
System Development Charges. These statutes are intended to provide a uniform framework for 
development of equitable funding to support orderly growth.  
 
According to the statute, SDCs are composed of:  
 
 - Reimbursement Fees to address the value of existing improvements,  
 - Improvement Fees to address the cost of needed future improvements, or  
 - Combination of both Reimbursement and Improvement Fees.  
 
The City’s current methodology uses a depreciated original-cost basis to establish the 
reimbursement fee. This method does not account for the on-going investments into each system 
to remain current and operational, and does not address the time value of the investment in rate- 
making principles. The statutes in ORS 223 permit the reimbursement fee to be based on the 
“value” or “cost” of the existing systems.  
 
This update uses the current “replacement value” for all existing improvements, less grants, 
contributions and existing debt, to establish the basis of the Reimbursement Fee. The basis for 
the Improvement Fee is the “estimated cost” of improvements not yet constructed, but needed to 
serve future populations.  These estimated costs are also adjusted to remove anticipated debt. 
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The existing infrastructure typically has components with surplus capacity for future users, as 
well as some areas of deficiencies or inadequacies in serving the existing users. Similarly, 
projects on the Capital Improvement Plan listing are required to provide capacity for future 
users, but also frequently resolve deficiencies in service to the existing users. To account for the 
available capacity in the City’s infrastructure and the concurrent need to undertake capital 
improvements to resolve deficiencies, this SDC Methodologies includes a combination of both 
Reimbursement Fees and Improvement Fees.  
 
The existing infrastructure essentially provides a base level of service to serve current and future 
users, whereas the required capital improvements provide resolution of existing deficiencies, as 
well as the expansion needed to serve future users. To address these issues and provide an 
equitable allocation of costs, the value of all existing facilities and the estimated cost of all future 
improvements are allocated to all users, current and future equally, based on the cost per 
equivalent dwelling unit to provide these facilities. This method of allocating costs to all users 
ensures that the charge to future connections is equitable and that it is no more than the 
proportionate cost allocated to each existing user.  
 
This methodology avoids double charging for capacity and is also independent of current 
population. With this approach, there is no need to identify percentage of remaining capacity to 
serve future users, nor to estimate future population growth. This allocation is dependent only 
upon the value of the existing facilities, the estimated cost of the required future facilities and the 
capacity of each.  
 
The values placed on the existing improvements have taken into consideration rate-making 
principles and the impacts of inflation, contributions by existing users, gifts or grants to the City 
to construct the infrastructure, the current condition of existing facilities, and any outstanding 
debt. The City of Lafayette has existing debt that will be serviced by both existing and future 
users through monthly rates, which as a result is subtracted from the value of the existing 
infrastructure.   
  
Population projections are useful to anticipate future needs; however, the rate of growth to reach 
the projected population does not impact the fee calculations. The fee is based on funding the 
needed improvements to support growth, independent of when that population growth is realized. 
In periods of accelerated growth, SDC revenues will accrue more quickly to allow undertaking 
needed improvements earlier. In periods of low growth, revenues will accrue more slowly, but 
the need for infrastructure improvements to support this growth is also protracted.  
 

ANNUAL ADJUSTMENTS 
 
As permitted by ORS 223.304(8): 1) adopted SDC fees may be adjusted as needed, based upon 
changes in the cost of materials, labor or real property applied to projects or project capacity as 
set forth in the associated systems’ CIP; or 2) adopted SDC fees may be increased periodically 
based upon application of a specific cost index. 
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The statutes require an adopted cost index to be: 
 

(A)  A relevant measurement of the average change in prices or costs over an identified time 
period for materials, labor, real property, or a combination of the three; 

 
(B)  Published by a recognized organization or agency that produces the index or date source 

for reasons that are independent of the system development charge methodology; and, 
 
(C)  Incorporated as part of the established methodology, or identified and adopted in a 

separate ordinance, resolution or order.  
 
The Engineering News Record (ENR) publishes a nationwide 20-city average cost escalation 
factor called the Construction Cost Index (CCI) that satisfies the criteria in this statute. The use 
of this 20-city average provides a well-established and well-known industry standard for the 
average change in construction costs.  
 
The previous methodology adopted the ENR CCI specifically for the City of Seattle as 
representative of inflation. This current SDC update adopts the 20-city average as a better 
indication of inflation, which provides an averaged escalation and is less susceptible to localized 
spikes in costs. This current SDC update is based on an ENR CCI for December 2017, of 10,870. 
 
In accordance with ORS 223.309(2), the City may adjust any of the capital improvement 
projects, adjust project cost estimates, or values of existing improvements by resolution or 
ordinance at any time. However, if the SDC is increased as a result of the addition of a new 
“capacity increasing capital improvement” project, the City must provide a written notice, a 
minimum of 30 days prior to adoption of the modifications, to persons who have requested 

notice under ORS 223.304(6). Subsequently, the City must hold a public hearing for adoption 
only if, within seven days of the proposed adoption, the City receives a written request for a 
hearing. 
  
If the City elects to modify the cost allocation methodology as opposed to only adjusting the 
project values or CIP inventories, written notice is required to be mailed 90 days prior to any 
adoption hearings to all persons who have requested notification under ORS 223.304(6). 
Additionally, the revised methodology must subsequently be made available for public review a 
minimum of 60 days prior to the hearing for adoption.  
 
If no persons are listed per ORS 223.304(6), then no advance notification is required for 

adjustments, other than those required for any public meeting. 

 

CREDITS FOR ELIGIBLE CONSTRUCTION 
 
ORS 223.304(4) requires that a method of credits be available for the construction of qualified 
public improvements. The statute further defines qualified public improvements as those 
required as a condition of development approval, identified in the plan and list adopted pursuant 
to ORS 223.309 and either: 
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(a) Not located on, or contiguous to, property that is the subject of development approval; or, 
 
(b) 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. 

 
As a result of ORS 223.304(4) (a), a credit must be provided for eligible off-site public 
improvements; and in accordance with ORS 223.2304(4) (b), a credit must be provided for on-
site development for the component of an eligible improvement which has capacity greater than 
the local government's minimum standard facility size or capacity. 
 
The following table summarizes current construction cost estimates with engineering, and 
establishes the credit provided for eligible construction projects:  

 
CITY OF LAFAYETTE 

VALUE OF WATER SYSTEM CONSTRUCTION CREDITS 
Dec 2017 ENR CCI 10,870 

  

LINE SIZE 8" 10" 12" 16" 18” 

CONSTRUCTION COST $140/lf $170/lf $200/lf $240/lf $260/lf 

OVERSIZE CREDIT $0 $30/lf $60/lf $100/lf $120/lf 

 
Credits are typically used to offset the SDC fees due from the developing property. In the event 
the credit exceeds the fees due from the development, the City will provide a credit against 
future development, or has the option of reimbursing the developer with cash from existing SDC 
funds. ORS 223.304(5)(d) states credits must be used within 10 years. However, ORS 
223.304(5)(c) allows the City to adopt credit provisions beyond the credits required by statute, if 
so desired. 
 
When growth pressures mandate the City make improvements within fully-developed areas or 
unrelated to any specific development, the entire cost of the improvement may be funded with 
SDC revenues. If the improvement will provide service to undeveloped areas, the SDC 
expenditure should be reimbursed through an advance financing assessment or SDC overlay. 
 

CREDIT FOR PRE-EXISTING USE 
 
A system development charge is imposed on all new construction, or when a change of use on a 
parcel increases the demand on the utility. In the event of a change of use, the system 
development charge for the new use shall be offset by a credit in the amount of the calculated 
system development charge for the pre-existing use. The adjustment may not reduce the SDC 
charges to result in a refund.  
 
 
If an existing service is discontinued, after 24 months it will be considered abandoned and no 
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SDC credit for pre-existing use is provided to future redevelopment of the property.   
 

SDC ADMINISTRATION REQUIREMENTS 
 
Per ORS 223.311, System Development Charge revenues must be deposited in accounts 
designated for SDC revenues for each infrastructure. An annual accounting must be prepared by 
January 1 of each year, identifying amounts collected for each utility, the projects that were 
funded and the amount of revenues collected to administer the SDC in the previous fiscal year.  
 
The statute allows Reimbursement Fees to be expended on any capital improvements or 
associated debt service within the subject infrastructure. Improvement Fees may only be spent on 
projects that are included in a listing of eligible capital improvements planned to be funded with 
SDC revenues. Eligible projects include projects that increase capacity or level of performance 
on existing facilities, and associated debt service.  
 
Oregon Revised Statutes 223.307(5) also allows SDC revenues to be expended for costs of 
complying with the provisions of the SDC statutes contained in ORS 223.297 to 223.314, 
including the costs of administration and providing annual accounting of development charge 
expenditures. Accordingly, a 2% surcharge is added to each identified fee to account for the cost 
of administration. 
 
Annually, a transfer from each SDC fund in the amount of the 2% of the annual collections may 
be made to the City department completing the administration for calculations, collections, 
accounting and annual fee adjustments. This transfer should be identified in each annual 
summary. 
 

REVIEW PROCEDURE 
 
Adoption of this System Development Charge Methodology and Capital Improvement Plan 
includes the adoption of an administrative review procedure for the methodology, expenditures 
and fee calculation.  
 
Per ORS 223.304(7) (b) the SDC Methodology may be contested within 60 days of adoption in 
accordance with the procedure established in ORS 34.010 to 34.100. A challenge of any SDC 
expenditure must be made in accordance with the procedures defined in ORS 34.010 to ORS 
34.100, and may be filed within 2 years of the SDC revenue expenditure.  
 
If a private developer objects to the calculation of a system development fee, the City will take 
into consideration a utility impact analysis prepared specifically for the development that 
substantiates the demand on the infrastructure. The subsequent formal conclusion by the City 
may be contested through the procedures established in ORS 34.010 to ORS 34.100 for a writ of 
review. To avoid project delays, in the case of a contested fee calculation, the SDC fee payment 
shall be made as a deposit pending the formal review and outcome, at which time additional fees 
may be assessed or a refund provided.  
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EQUIVALENT DWELLING UNIT (EDU) DEFINITION 
 
Although not required by statute, to be conservative, all water system components should be 
based on the ability to meet the Peak Daily Demand (PDD). This ensures that adequate resources 
are available at all times, to serve the demand and replenish supplies within 24 hours. As the 
observed PDD approaches the reliable system capacity, capital improvements should be 
undertaken to expand the system.  
 
The Water Management and Conservation Plan (WM&CP) published in 2012 provides the most 
recent water demand criteria. Average Day Demand (ADD) was calculated to be 100 gallons per 
capita per day (gpcd).  Maximum Day Demand (MDD) was not calculated but was estimated to 
be three times the average demand, or 300 gpcd.  These values are the same as were calculated 
and estimated in the 2007 Water System Master Plan. 
 
A peaking factor of 3 from average to peak day demands is at the high end of recommended 
values and is very conservative.  In the absence of metered data, peaking factors could be 
anticipated to be in the range of 125 to 300%.  Peaking factors from actual communities similar 
to Lafayette however can conservatively be estimated at 225 to 275% of average daily flow.  For 
the purpose of projecting peak day demands for Lafayette, a peaking factor of 250% will be 
used.  This results in a peak day demand of 250 gallons per capita per day.     
 
Based on the 2010 US Census, the average household size in Lafayette is 3.10 persons. This 
factor is also unusually high.  More typically data from the 2010 census varied from 2.6 to 2.8 
persons per household. The peak day demand per Equivalent Dwelling Unit (EDU) using 3.1 
persons per EDU and 250 gpcd times equals 775 gallons per day per EDU (gpd/EDU).   
 
Distribution system capacities are defined not only by their ability to deliver the MDD including 
fire flows, but also by a geographical service area. The distribution system provides the 
backbone for expanding the system throughout the service area or Urban Growth Boundary. As a 
result, cost allocations for distribution system improvements are based on the number of EDUs 
calculated at build-out of the UGB area.   
 
Buildout of the Lafayette Urban Growth Boundary is estimated to contain a population of 5,500 
people.  At 3.10 persons per household, the buildout of the UGB will contain 1,774 EDU of 
residential service. With the current population of 4,095, an additional 450 residential units can 
be accommodated inside the existing Urban Growth Boundary.  The Commercial/Industrial 
components add an additional 1.5%, or an additional 26 EDU, resulting in a total of 1,800 EDU 
at buildout of the UGB. 
   
Source capacity of the existing water system is comprised of eleven separate facilities.  The 
facilities and estimated capacities during peak summer flows are as follows: 
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 Bluebird Spring 45 gpm 
 Pringle Spring 10 gpm 
 Lafayette Spring 25 gpm 
 Watershed Well 1 10 gpm 
 Watershed Well 2 0 gpm 
 Watershed Well 8 30 gpm 
 Watershed Well 10/ASR 140 gpm 
 City Park Well  60 gpm 
 Dayton/Lafayette Wells 2  60 gpm  
 Dayton/Lafayette Wells 4  80 gpm   
 Dayton/Lafayette Wells 5  35 gpm   

                       TOTAL 495 gpm 
   
At 775 gpd/EDU, the existing 495 gpm source can support 920 EDU.  Maximum Day Demand at 
buildout is projected to be 775 gpd/EDU times 1,800 EDU for a total of 1.40 million gallons per 
day (MGD) or 975 gallons per minute. 
 
To be conservative, the maximum reliable capacity would anticipate the single largest source 
was out of service.  Well 10 is the single largest source, so the maximum reliable capacity could 
be reduced by 140 gpm; however, the peak day demand estimates at 775 gpd/EDU and 3.1 
persons per EDU are both conservatively high, which provides an alternative means to 
adequately account for reliability. 
 
The City is currently negotiating for additional source capacity through the Yamhill Regional 
Water Authority Willamette River Project, to provide the remaining source requirements to serve 
buildout of the UGB.  This should provide a minimum capacity of approximately 500 gpm to 
support an additional 880 EDU.   
 

WATER SYSTEM CAPITAL IMPROVEMENT PLAN 
 
The Improvement Fee includes all qualified public improvements with an estimate of total cost, 
timeline and net eligible costs, for improvements needed to serve full buildout of the UGB. This 
methodology equitably accounts for excess capacity, as well as various system deficiencies, by 
allocating the value of existing improvements (in the Reimbursement Fee) and the cost of all 
needed improvements (in the Improvement Fee) over the total of all existing and future users.  
This ensures the charge to future users is no more than the allocation to existing users. Total 
capacity is by design to serve 5,500 population, or 1,800 EDU, at buildout of the current UGB.  
 
The following table contains the Capital Improvement Plan for future improvements identified in 
previous master plans and the planning efforts of the City staff. The Net SDC cost is an estimate 
of the financial capability of the SDC fund and is not a limiting factor.  The actual cost of any 
improvement may exceed the estimated net SDC cost in the following table as funding is 
available.  The significant factor is the listing of each project as a qualified public improvement.   
 
Intra-governmental funding may also be used to fund a listed SDC project if the intra-
governmental loan is serviced with SDC revenues.    
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CITY OF LAFAYETTE 

WATER SYSTEM CAPITAL IMPROVEMENT PLAN 
ESTIMATED COST OF IMPROVEMENTS 

Dec 2017 ENR CCI 10,870 

No.* Project Description 
Priority 

year 

Total 
Estimated 

Cost 

Estimated 
Grant/Loan/ 

Other 

Net SDC 
Cost 

EDU 
Capacity 

SDC 
Cost 
Per 

EDU 

1 
Bluebird Spring 6" Waterline to 
the 0.5 MG Reservoir,  

1 - 5 $40,000 $0 $40,000 1,800 $22 

5 Regional YRWA Intertie  1 - 5 2,500,000 2,400,000 100,000 1,800 56 

6 Regional YRWA Equity**  1-20 3,000,000 1,500,000 1,500,000 1,800 833 

9 
Duniway Rd, 11th St to Stoller 
Rd, 900 lf 12" Waterline  

6-10 190,000 0 190,000 1,800 106 

10 
7th St Grant to Monroe St 
 1,400 lf 12" Waterline  

6-10 284,000 0 284,000 1,800 158 

11 
7th St Monroe to Madison St  
350 lf 12" Waterline  

11-20 74,000 0 74,000 1,800 41 

12 
Madison 7th to 3rd St  
1,030 lf 12" Waterline  

11-20 232,000 0 232,000 1,800 129 

13 Market St 99W 8" Crossing   11-20 63,000 0 63,000 1,800 35 

14 Pioneer Dr 99W 12" Cross  11-20 42,000 0 42,000 1,800 23 

15 Master Plan / SDC Updates 11-20 50,000 0 50,000 1,800 28 

16 Pioneer Dr to Industrial  11-20 284,000 0 284,000 1,800 158 

7 1.0 MG Reservoir  11-20 2,105,000 1,605,000 500,000 1,800 278 

8 
Duniway Rd, Reservoir to 11th 
St 6,130 lf 16" Waterline  

11-20 1,642,000 1,242,000 400,000 1,800 222 

17 Convert Meters to AMR  1 - 20 350,000 350,000 0 1,800 0 

-- 
Water Service Line 
Replacement 

1 - 20 2,400,000 2,400,000 0 1,800 0 

  
  Total $13,256,000 $9,497,000 $3,759,000 Total     $2,088 

* Project numbers are from the 2016 Lafayette Capital Improvement Plan with service line project identified by City staff.    
** Regional YRWA Equity purchase anticipates the City of Lafayette purchasing an estimated 6% of the Willamette River 
     Project securing a source capacity of approximately 500 gpm. 

 
 

WATER SDC IMPROVEMENT FEE CALCULATION 
 
The Improvement Fee is the total of the cost per EDU of each CIP project listed above 
 

SDC Improvement Fee =  $2,088 per EDU 
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REIMBURSEMENT FEE ASSET SUMMARY 
 
The Reimbursement Fee is intended to quantify the value of all existing improvements available 
to serve existing and future demands. The following table lists the replacement value of each 
component of the system, based on December 2017 ENR CCI of 10,870. Values are adjusted to 
account for current condition, to exclude grants and principle forgiveness, and to remove 
outstanding debt serviced with rate revenues.  
 
The total value of existing improvements comprises a base level of service to serve all EDU 
through buildout of the UGB.  This base value is then divided by the total 1,800 EDU at 
buildout.  

 
CITY OF LAFAYETTE 

WATER SYSTEM DEVELOPMENT CHARGE 
REPLACEMENT COST OF EXISTING ASSETS 

Dec 2017 ENR CCI 10,870 

Capital Asset 
Replacement 
Value 2017 

1 Bluebird Spring & 2,400'  of 6" Pipe $80,000 

2 Pringle Spring & 1,880' of 4" Pipe 60,000 

3 Lafayette Springs & 500' Pipeline 20,000 

4 Watershed Control & Treatment  Bld 150,000 

5 Watershed Well 1 & 400' Pipeline 80,000 

6 Watershed Well 2  40,000 

7 Watershed Well 8 & 600' Pipeline 100,000 

8 Watershed Well 10 & 1,500' Pipeline 200,000 

9 Well 10 ASR System 200,000 

10 City Park Well 200,000 

11 
Dayton / Lafayette Joint Well Field, Treatment, 
Storage, Transmission, Well 2 &  4, Well 5 (50%)* 

4,300,000 

12 0.5 MG Reservoir & 4,700' 10" Pipeline 800,000 

13 Oversized Distribution Pipelines: 

13 10" Pipe, 18,300' @ $30/lf 549,000 

13 12" Pipe 6,400' @ $60/lf 384,000 

14 Water System Planning, WMCP 40,000 

      

  TOTAL $7,203,000 

  * Dayton/Lafayette Joint well Field costs based on original loan of $2,035,000 in 2002  

      Plus a second loan of $600,000 in 2004, which adjusted to December 2017 ENR CCI,  
      totals $4,300,000. 
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 Total Value of Existing $ 7,203,000  
 2004 Dayton Water Loan (361,575) 
 2011 Water System Bond    (890,000)  

 Net Value of Existing $ 5,951,425 

 
WATER SDC REIMBURSEMENT FEE CALCULATION 
 
The Reimbursement Fee is the net value of the assets listed above divided by the total number of 
EDU at buildout: 

SDC Reimbursement Fee  = (Net Asset Value) / (EDU at Buildout) 

SDC Reimbursement Fee  = ($ 5,951,425) / (1,800 EDU) 

SDC Reimbursement Fee  = $3,306 per EDU 

 
WATER SDC FEE SUMMARY 
 
All residential units are assigned one EDU per dwelling unit which is based on 3.10 people and 
250 gpcd Peak Day Demand. Commercial/Industrial/Wholesale service charges are based on 
EDU factor listed for the peak capacity of the service meters. All SDC costs also include a 
compliance charge of 2% for staff review, fee calculation, fee collection and accounting 
requirements.  
 
The following table indicates the maximum SDC fees that the City Council can adopt which can 
be supported by this 2017 update:  

CITY OF LAFAYETTE 
WATER SYSTEM SDC FEE SCHEDULE 

Dec 2017 ENR CCI 10,870 

 
EDU 

Factor 
Improvement 

Fee 
Reimbursement 

Fee 
Admin Fee 

2% 
Total SDC 

Single/Multi Family Residential Per Dwelling Unit: 

Per Unit 1 $2,088 $3,306 $108 $5,502 

Commercial / Industrial Development Based on Meter Capacity: 

5/8" Meter 1 $2,088 $3,306 $108 $5,502 

3/4" Meter 1.5 $3,132 $4,959 $162 $8,253 

1" Meter 2.5 $5,220 $8,265 $270 $13,755 

1 1/2" Meter 5 $10,440 $16,530 $539 $27,509 

2" Meter 8 $16,704 $26,448 $863 $44,015 

3" Meter 15 $31,320 $49,590 $1,618 $82,528 

4" Meter 25 $52,200 $82,650 $2,697 $137,547 
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