PBA RESOLUTION 2001 — (o

REVISED TAPPING FEES FOR WATER AND SEWER SERVICE

WHEREAS, Perkasie Borough Authority is authorized by Act 203 of 1990 which
amended the Authority’s Act, at 53 P.S. 8306B(t), to charge certain fees to property owners
who desire to or are required to connect to the Authority’s water and/or sewer system; and

WHEREAS, Perkasie Borough Authority has previously charged tapping fees for
water and sewer service in accordance with PBA Resolution 90-9; and

WHEREAS, the Board of Perkasie Borough Authority has authorized numerous
- improvements to both the Authority’s water and sewer systems since the enactment of
Resolution 90-9; and

WHEREAS, the Board directed its Consulting Engineer, Andersen Engineering
Associates, Inc. to perform an analysis and update of the Authority’s current tapping fees; and

WHEREAS, the revised study was approved by the Board of Perkasie Borough
Authority at their duly advertised meeting of October 16, 2001.

NOW, THEREFORE, be it RESOLVED by the Board of Perkasie Borough Authority
that revised and updated tapping fees for water and sewer service are established as set forth
in the Tapping Fee Study, a copy of which is incorporated by reference and made a part
hereof as though set forth in full; and

Be it further Resolved that the tapping fees authorized by law and set forth in detail in

the aforementioned Tapping Fee Study, are approved by the Board and are as follows:
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1. All tapping fees are based on service to a single-family residential home using
a ¥ water service pipe. This constitutes an equivalent dwelling unit or one
EDU.

2. Tapping Fees are determined based upon separate fee components for capacity,
distribution and fire. The sum of all components is the total or maximum
tapping fee charged.

3. The component fees and total Water Tapping Fees, are shown on Exhibit 1a of
the Tapping Fee Study and is attached hereto as Exhibit A.

4, The component fees and total Sewer Tapping Fees are shown on Exhibit 1b of
the Tapping Fee Study and is attached hereto as Exhibit B

5. For any use other than a single-family residential use, such as commercial,
institutional, public or multi- family, the water tapping fee and sewer tapping
fee are based on the number of EDUs to be served and the size of the water
service pipe which the Authority’s Engineer determines to be necessary to
serve the particular use. The tapping fees for commercial and industrial uses
increase proportionately in relationship to the number of EDUs to be served as
well as the size of the water service pipe used. Said increases and the
respective tapping fees are shown on both Exhibit A and Exhibit B which are

attached hereto and made part hereof.
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Perkasie Borough Authority Resolution No. 90-9 enacted August 7, 1990 is hereby
repealed in its entirety.

The provisions of the Resolution shall become effective on the first day of January

2002.
Resolved by the Board of the Perkasie Borough Authority this 18" day of December,
2001.
ATTEST: PERKASIE BOROUGH AUTHORITY
(el <fe i
*’Q&w By //:?dbhuf/»f /~f s
. /.1 ““Secretary I Chairman
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INTRODUCTION
M

In accordance with the Municipality Authorities Act and Related Laws, as amended through
December 31, 1998, the Perkasie Borough Authority (PBA) maintains the right to establish water
and sewer tapping fees. These fees can be used to collect funds, in advance, to finance projects
required to meet the increasing demands being placed on the Authority’s systems by new
customers. This act also permits the use of tapping fees for recovery of costs of existing facilities
for which there isn't any established debt service.

Recent amendments to the act establish some specific guidelines and regulations for the calculation
of water and sewer tapping fees and require authorities to justify tapping fee amounts based on
specific criteria to be discussed in detail later in this report. The legislation also limits the tapping
fee calculation to capital improvement projects that are planned for construction within five years.
These projects must be documented, and meet specific planning commitments in order to be
included in the tapping fee calculation.

The act also provides for “Special Purpose” tapping fees to allow the PBA to recover costs of
certain projects that benefit only a certain area, or a limited number of customers. There are
several areas with the Borough of Perkasie and East Rockhill Township that do not receive services
from the PBA. The Authority reserves the right to establish Special Purpose Tapping Fees to
recover the costs of extending services into these areas (water only within East Rockhill). For
example, the sanitary sewer main extension along Park Avenue and Ridge Road (under
construction as of the time of this revised tapping fee study) will benefit only those properties that
will connect into that sewer extension. The costs of that project will be recovered through the
establishment of a special purpose tapping fee.

FUTURE PROJECTS
M

The Capital Improvement Plan contains several projects that will require cost recovery, in whole or
part, by utilizing tapping fees. Improvements to the water system include:
e 1 Million Gallon Water Storage Tank
Water service along Park and Ridge Avenues.
Stripping Tower for Weidner Well #12
Installation of a transmission main along Ridge Road.
Completion of 12” main in Branch Road from Blooming Glen Road to the Fenley Tract
development.
o Completion of 10” main in Three Mile Road from Park Avenue to Tunnel Road, and
from Rockhill Road to School House Road. Then from School House Road to
Blooming Glen Road.

Improvements to the sewer system will include:
o Installation of sewer collection lines along Park Avenue and Ridge Road.
o Installation of sewer collection lines on Ridge Road from Market St. to Blooming Glen
Road.



o Installation of sewer collection lines on Ridge Rd./Park Ave. to the Sellersville
Borough.
o Installation of sewer collection lines on Benner Avenue.
o Installation of sewer collection lines on Grandview Avenue from Poplar St. to
Blooming Glen Road.
e Expansion of PWTA plant.

EXISTING SYSTEM

f‘——————

Act 203 provides three methods for authorities to restate the value of their systems in terms of
current costs. They are (1) the replacement cost methods - best for older systems with few records
(2) the historical cost trended to current cost by means of published indexes method requires good
records, (3) the historical cost plus interest and other financing costs method - best for new
systems. Because of the age of the PBA systems, the replacement cost method will be used to
estimate present value of the existing systems. In all cases, deductions for grants, outside
contributions, and existing debt service must be subtracted from the value of the system prior to
computing the tapping fees.

TAPPING FEE CALCULATION GUIDELINES

;__—__—

All tapping fee calculations are based on the service to a single family unit. Service to other than
single family units are converted to equivalent dwelling units or EDU’s. The water service tapping
fee calculation for the PBA is divided into three parts. A capacity part, a distribution part and a fire
service part. The capacity part includes cost of wells, treatment facilities, transmission lines,
pumping and storage facilities and system interconnections. The distribution part includes the cost
of distribution mains, service mains and appurtenances and booster pumps. The fire service part
includes the cost of pumping and storage facilities, fire service facilities and system
interconnections. Where the cost allocation overlaps distribution, capacity and fire service, those
costs are equitably divided in accordance with the uses proposed. For example, a service
interconnection would be divided 50% capacity part, and 50% fire service part because the
interconnection could be used for added capacity in the event of an accidental or temporary well
shut-down as well as for a major fire.

Once system costs have been computed and summed, contributions from state and federal grants,
developer contributions, and outstanding debt service must be allocated and subtracted from each
part, as shown in Exhibit .  Interest to be paid on bonds has been included in the calculation.
What remains is the cost of each part that is applicable to the tapping fee calculation. In both
tapping fee calculations, the system's capacity must be known so a system cost per gallon of
capacity can be computed. The tapping fee is then computed by taking the cost per gallon of
system capacity per day and multiplying by the average daily consumption of an EDU. For the
water system, daily capacity is controlled by the maximum well rates of all the Authority's wells,
and is presently 1.14 Mgd. The sewer capacity is set by an agreement with the Pennridge
Wastewater Treatment Authority (PWTA). For 2001, the allotted capacity at the treatment plant is
1.427 Mgd. Other assumptions used the Tapping Fee calculations are:
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1) There are currently 3890 EDU's in the PBA water service area, and
3350 EDU’s in the sewer system. The PBA intends to purchase the capacity
for an additional 500 EDU’s (25% of the future expansion) from the PWTA. That
future capacity is used for the calculation of the capacity component of the sewer
tapping fee.

2) Average daily water consumption of an EDU is 185 GPD/EDU
3) Average daily wastewater sent to PWTA by an EDU is 300 GPD/EDU.

The water service tapping fee is calculated by adding the current replacement costs for the existing
infrastructure, both capacity and distribution, the cost of the fire protection infrastructure, interest
on bonds, and the projected costs for future projects. Any outstanding debts, government grants or ‘
distributions, are subtracted, and the remainder is divided by the calculated estimated capacity. The
Estimated Capacity is determined by dividing the Current System Capacity of 1.14 Mgpd by the
product of the estimated water usage per day per EDU (185) multiplied by a peak usage factor (1.5):

Estimated Capacity (water system) = 1140000/(1.5%185) = 4108 EDU’s

Water Capacity Tapping Fee = (36704835 + $3916025 + $4425353 - $1801250)/4108 EDU’s =
$2255/EDU (Capacity Component)

Water Distribution Tapping Fee = ($10310785 + $390625 + $442553 — $1801250)/4108 EDU’s =
$2275 EDU (Distribution Component)

Water Fire Tapping Fee = $1149906/4108 EDU’s = $280/EDU (Fire Component)
Water Tapping Fee = $2255 + $2275 + $280 = $4810/EDU
The sewer service tapping has two components — capacity and collection.

The sewer service tapping fee is calculated by adding the current replacement costs for the existing
infrastructure, both capacity and collection and the projected costs for the PBA share of future
projects. Any outstanding debts, government grants or distributions, are subtracted, interest on
bonds is added, and the remainder is divided by the calculated estimated capacity. The Estimated
Capacity is determined by dividing the Current System Capacity of 1.427 Mgpd of wastewater by
the product of the estimated collection per day per EDU (300) multiplied by a peak usage factor
(1.42). Future expansion of the treatment plant will provide PBA with an additional 500 EDU’s of
capacity. The construction at the PWTA plant will require an investment of $7.643M. The new
capacity portion will cost $3.974. When divided by 2000, the total new capacity, the cost per EDU
would be $1987.30. The total PBA contribution to new capacity will be 500 * $1987 = $993,500.
The existing capacity upgrade component of $7.643M expansion will be $1,308,600.

Estimated Capacity (sewer system) = 1427000/(1 42*300) = 3350 EDU’s
Sewer Capacity Tapping Fee:



Existing Capacity = (85,724,247 + $442,553- + $1,308,600 - $1,801,250)/ (3350 + 500) EDU’s
= $1474/EDU

Future Capacity = ($993,500)/500 EDU’s = $1987/EDU
Total Sewer Capacity Component = $1474 + $1987 = $3461/EDU, say $3,460/EDU

Sewer Collection Tapping Fee = ($10,653,729 + $1,386,822 + $442,553- $1,801,250)/3350
EDU’s = ~ $3200 EDU (Collection Component)

Total Sewer Tapping Fee = $3460 + $3200 =~ $6660/EDU

Once the water and sewer fees per EDU are calculated, an expanded fee schedule, based on the
water service inlet line size, can be established. Assuming a single EDU will employ % inch water
service and 4 inch sewer service lines, customers requiring a greater supply of water will be
assigned an approximate EDU rating based on the next higher integer value of the ratio of their
water inlet pipe flow area to that of the % inch pipe. The discharge into the sewer system will, in
most cases, correspond directly to their water usage.

The Authority reserves the right to assess their fees in any manner they feel to be appropriate for
service inlets larger than % inches, and for buildings occupied by more than a single tenant. For
example, a customer that requires a 1-1/2 inch inlet pipe to meet projected water needs, and plans to
discharge essentially all the bulk of that water into the sewer system will be charged the equivalent
of 4 EDU’s for both water and sewer connections. Where buildings contain multiple dwelling
units serviced through a single connection, each dwelling will be considered as a separate EDU for
purposes of estabiishing the Tapping Fee, unless waived by the Board of the Authority. Another
customer may use water in their process and final product. A lower volume of the water consumed
is eventually discharged into the sewer system. They may be assessed a higher EDU rating for
water usage than for the sewer connection.

Exhibits I-a & 1-b contain a detailed summary of water and sewer system replacement costs (in
2001 dollars), outstanding debts, projected costs of future projects, and the interest to be paid on
bonds. The calculated tapping fee, associated with each component, is shown as an italicized value,
just below.

Exhibit 1-a contains a recommended water service tapping fee schedule as a function of supply
capacity (pipe size).

The sewer tapping fee calculation is also listed in Exhibit I. It includes both a capacity part and a
collection part. The capacity part includes treatment and conveyance facilities (interceptors). The

collection part includes all facilities and projects that collect and transport sewage from the
customer's property to the interceptors. Outstanding debt and the interest to be paid on bonds, for
both the capacity component and the collection component are listed. The Exhibit 1-b contains a
recommended sewer service tapping fee schedule as a function of water supply capacity (pipe size).
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Exhibit II contains a detailed summary of the replacement costs of the water system capacity
component. This list excludes the replacement costs for installed piping, 10 inch pipe size and
greater. The Exhibit’s first column lists the original costs for the facility. The second column lists
the year that facility was installed. The third and fourth columns list a COLA factor, supplied by
the US Dept. of Commerce, and the resultant 2001replacement value, respectively.

Exhibit Il contains a detailed summary of the replacement costs of the sewer system capacity
component. This list excludes the replacement costs for installed manholes and piping, 10 inch pipe
size and greater. The list also includes PBA investment in PTWA facilities.

Exhibit IV tabulates the length of installed water service piping by pipe size, the cost of excavation,
line replacement, and repaving in 2001 dollars.

Exhibit V tabulates the length of installed sewer service piping by pipe size, the cost of excavation,
line replacement, and repaving in 2001 dollars.

Exhibit VI Lists all outstanding debt by water capacity and distribution and sewer capacity and
collection.

Exhibit VII Lists PBA Future Projects.

Exhibit VIII lists information on outstanding bond issues, and includes the bond principal, interest
rates, terms in years, the monthly compounding amount, the bond value at maturity, and the total
interest to be paid. The total, used for fee calculations, is from the year 2000 onward and it is
divided equally between the fee components.
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