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Wednesday, 7:00 PM October 14, 2009
CITIZENS’ RATE REVIEW COMMITTEE
MINUTES
Wastewater Treatment Plant

Members Present:
Chair Matson Haug Ernie Amundson Mike Gougler
Beth Keyser David Maben Tony Rourke
Charles Zickefoose

Staff Present:
Howard Hamilton, Public Works Director
Janelle Nordyke, Finance Director
Deb Galardi, Galardi Consulting
Jennifer L. Nelson, Recording Secretary

Others Present:
Helen Brown Don Clements

1. Call to Order/Roll Call/Introduction

Chair Matson Haug began the meeting at 7:00 pm and asked for the roll call.

2. Proposed Utility Bill Grant Program

Chair Haug wished to go over changes to the brochure and had Charles Zickefoose read his feedback

concerning the draft proposed utility bill grant program procedure. Discussions followed concerning
implementation of the Citizens’ Rate Review Committee (CRRC) role.

Motion #1: Zickefoose/Gougler to recommend City Council adopts the proposed draft policy to implement
the Proposed Utility Bill Grant Program CRRC procedure.

Janelle Nordyke spoke of all policies being placed into one standard operating procedure book because they are
dealing with more than just the one grant. Charles Zickefoose replied this was the only one addressed to the
CRRC. David Maben added this is the only one that involves another organization; other requests come
individually to the City.

Tony Rourke asked who deems it necessary to conduct interviews. Ms. Nordyke replied that if a non-profit
agency providing utility assistance, such as YCAP is involved, they can apply for a grant from the City and then
the individuals needing assistance would go through the non-profit organization first. The CRRC would not be
approving the individual.

Chair Haug spoke of there being a need to publicly review any requests for dispersing funds and this being the
public body appointed to complete that review.

Beth Keyser suggested requiring all applications to be made within a specific time frame and then review them
all at the same time at a scheduled CRRC meeting. She believed this would allow for equal distribution
between all applications in need at the same time. Discussions followed concerning the benefits of creating a
limitation versus the idea of “first come, first serve” and what would be the best time frame to receive
applications.
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Motion #2: Keyser/Maben to amend the proposed utility grant program procedure to establish a start and stop
time for the application period from May 1% through June 30" with all applicants being reviewed at one time by
the CRRC during the July or August scheduled meeting.

Motion #3: Rourke/Gougler to amend the amendment to the proposed utility grant program procedure by
establishing an additional time frame from now until November 30, 2009 to accept grant application requests
within the current fiscal year to be reviewed at a regularly scheduled CRRC meeting following the deadline.

\ Vote #3: (6 Yes/O No/1 Abstain [Amundson]) Motion carried.

\ Vote #2: To amend the policy as amended. (7 Yes/0 No) Motion carried.

Vote #1: To recommend City Council adopt the proposed draft policy to implement the Proposed Utility Bill
Grant Program CRRC procedure as amended. (7 Yes/O No) Motion carried.

3. Continuation of Water Rates Discussion:
Deb Galardi presented the staff report including a PowerPoint (see official meeting packet for full report).

The discussion started with debt service coverage and the need for annual net revenues to generate in excess of
the actual annual debt service, the projections for fiscal year 2010/11 are at a deficit of some $580K which
needs to be reduced by either increasing gross revenue or decreasing spending. Trends were reviewed with
historical rate increases, price elasticity, weather impacts, and economic impacts. For every $100K reduction in
System Development Charge (SDC) revenue to promote economic development in 2009 correlates to a 2.5%
increase to the rates; so the $480K reduction in SDCs has to be made up for someplace.

Chair Haug stated that it was the policy of this committee to determine a fair allocation of those costs. Ernie
Amundson added he felt it was also necessary for the committee to represent the citizens’ interests, not the
City’s. Ms. Galardi mentioned there are benefits with an increased tax base and new water bills from the new
homes would also be factored into the balance.

Ms. Galardi continued with the staff report by reviewing the revised schedule of Capital Improvement Projects
(CIP), Capital funding sources, and preliminary rate increases. She showed how $4.36 million would be needed
from rates (net of debt service) if no new debts incurred. The only options would be to further defer capital
projects, reduce operation & management (O&M) costs, or growth needs to make up for the 12% projected rate
increase.

Tony Rourke spoke of impacts of Springbrook 24” Mainline upsizing being needed for the Austin property.
Howard Hamilton discussed how development on that property has been deferred because of the economy and
they can only speculate on maybe 50 houses being built in 2010 and maybe 250 in 2011. If the 250 permits
were pulled, then the upsize would be put in the following year.

Ernie Amundson asked if the rates would be raising 50% over next 4 years. Ms. Galardi said this was correct
according to the preliminary results and it is a matter of balancing the risks of deferring certain capital projects.

Howard Hamilton discussed critical projects like reservoirs that do not meet seismic standards and replacing
mainline valves so small areas can be isolated for waterline repairs. Discussions followed about the Potable
Zone 1 Reservoir Study and CIP project.
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Ernie Amundson spoke of penalizing current rate payers for future residents of new homes. Ms. Galardi
mentioned reimbursement fee money collected through future SDCs being used for any kind of capital
improvements and the rates would not have to increase to pay for those kinds of things. Mr. Hamilton added
that costs are never flat nor do they go down, they are always on the rise such as electric utilities, the costs for
federal and state fees, additional required testing and dramatic chemical cost inflation.

Tony Rourke asked what could be done if they were asked to cut $4 million more out. Mr. Hamilton stated they
would shove projects further into the future, defer O&M wherever possible and at some point we would reach a
minimum safe production buffer capacity, at that point we could not have any additional customers or increases
to demand and then they would have to declare a moratorium on growth.

Don Clements mentioned how a city must have a plan in order to declare moratorium and the federal
government usually steps in as well. He said that raising the rates is not the problem; it is how fast they are
raised.

Mike Gougler said they can’t just keep raising rates; they have to cut costs, too. He said the rates weren’t raised
for ten years and now there is a question of how to fund needed projects.

Don Clements asked if SDCs can be used to pay for debt coverage. Ms. Galardi said that they can but cannot be
relied on for debt payment; rates have to be enough to pay for debt, O&M, and coverage. Rates have to be high
enough to cover costs if the SDCs do not come in.

Ms. Galardi continued with the staff report by discussing the cost of service rate issues and special rates,
including the Springs customers’ rate with a four year phase in and the reclaimed water rate. She covered
allocation of O&M costs, costs to service parameters, peaking factors, and the next steps in the process.

4. Public Participation:

Chair Haug passed around a sheet of paper for winter averaging considerations concerning establishing a sewer
rate when moving from one house to another. An issue came up when a citizen, Dan Schutter, requested being
able to keep the old rate when he moves to a new home.

The four possible choices given to resolve this request were: 1) to keep the same established rate as the
previous residence; 2) use the rate of the new residence; 3) use the number of people in the household to set the
rate; and 4) make a bill adjustment up or down according to the difference between the rate established at the
next December —March period and the rate established when moving into the new residence.

Discussions followed about whether someone would be requesting this if they moved out of town or into town
from another area and how much extra work it would make for the Finance Department to change the policy or
to make exceptions by request.

Motion #4: Rourke/Zickefoose to keep the current policy in place. (7 Yes/0 No) Motion carried.

5. Approval of Meeting Minutes:

Motion #: Amundson/Gougler moved to accept the meeting minutes from September 30, 2009. (7 Yes/O No)
Motion carried.
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6. Adjournment:

The meeting adjourned at 9:19 pm.

Approved by the Citizens’ Rate Review Committee this 10™ day of November 2009.

Recording Secretary Citizens’ Rate Review Chair
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Wednesday, 7 PM October 28, 2009

CITIZENS’ RATE REVIEW COMMITTEE
MINUTES
Wastewater Treatment Plant

Members Present:
Beth Keyser Charles Zickefoose Mike Gougler
David Maben Tony Rourke
Mayor Bob Andrews, Ex-Officio

Members Absent:  Ernie Amundson (excused)

Staff Present:
Howard Hamilton, Public Works Director
Janelle Nordyke, Finance Director
Deb Galardi, Galardi Consulting
Crystal Kelley, Recording Secretary

Others Present: Richard Boyle

1. Call to Order/Roll Call/Introduction
Chair Haug called the meeting to order at 7:02 p.m. and asked for roll call.

2. Approval of Meeting Minutes:

Motion #1:  Gougler/Zickefoose moved to accept the minutes from the October 7, 2009, meeting. Motion
passed unanimously by voice vote. (6 Yes/O No/1 Absent [Amundson]).

3. Utility Bill Assistance Program:

Janelle Nordyke informed the Citizens’ Rate Review Committee (CRRC) that the flyers went out with the
utility bills for the Utility Bill Assistance Program. She received one request from a military spouse for the
program.

Chair Matson Haug asked if they will need to make any decisions on the program at the meeting this evening.
Janelle Nordyke responded they would only need to make a decision if there will be changes to the policy.

Chair Matson Haug asked for a reminder of what was agreed upon for approval of the voucher system in order
to keep the CRRC involved. He was thinking they had decided on an open ended period of time for enrollment
at which the CRRC would review things and then provide the final approval. It was agreed that is what was
decided.

Mayor Andrews asked if they are looking at policy change or a process change. Chair Haug replied they are
looking for a process change. Charles Zickefoose clarified they are looking to establish a method using a
voucher program similar to the system used by Yamhill County Assistance Program (YCAP). The selection
process would be decided by the CRRC. They would establish a method for the voucher process.

Mayor Andrews commented if they are talking about a policy change then the policy would have to be adopted
by the City Council. This would require them to have the City Council review the policy changes.
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4. Conclude Water Rates:

Deb Galardi began her presentation to conclude the water rates. She began by saying as they evaluate the
information presented they will revisit the role of the CRRC and the guiding principles. The guiding principles
are:

Equitable funding from rates / SDCs

Rates consistent with revenue needs

Rates encourage efficient use of resources

Rates based on consistent cost of service analysis
Costs recovered from customers in proportion to use

The CRRC will make recommendations based on what they think the needs are in the community. The concern
of all Newberg Citizens is affordability of the rates.

Chair Haug asked if the guiding principles have been officially adopted by the CRRC. He went on to say the
committee can recommend City Council formally adopt the guiding principles. Deb Galardi added it may have
been a part of the original committee that was established. Chair Haug asked the CRRC if they are okay with
recommending the City Council adopt the policies. The CRRC agreed they would be okay with that.

Deb Galardi went on to say she worked with Howard Hamilton as well as other staff members to go through the
utility operating budget. They made some modifications that would impact the future years as well. Due the
reductions in the cost of living they have reduced the assumed costs. The best they can do is look at the trends
in the last couple of years. The central services costs were reduced significantly in the current budget as well.
They did see some savings related to an emergency manager position which was later eliminated allowing for
an overall reduction in cost. They went through the budget line by line and made sure they considered the
minimum cuts they would be able to get by with.

Chair Haug asked the CRRC if they need more details. He went on to ask if they want to spend more time on
the subject. Mike Gougler stated budget assumptions are best suited to be made by the budget committee.
Mayor Andrews pointed out they can make recommendations based on assumptions but that may not be how
they determine the rates later.

Tony Rourke asked Deb Galardi to run through the revised CIPs. She responded by providing details in regards
to what drives the rates for each project listed in her presentation. She went on to say the total impact for a
three year period will be about 5.5 million dollars. We pushed out around one million dollars primarily through
the Public Works Building Design and Construction and the Crestview Drive Project. The only growth project
in the works is the design of the Springbrook Project and the land purchase for the water treatment plant.

Chair Haug asked Howard Hamilton for the pros and cons of the changes made. Howard Hamilton reminded
the CRRC in the last meeting they asked about stimulus and grant money. He went on to ask if they are still
interested in hearing more about that. He distributed a handout with general financial assistance information.
For the most part Newberg is not eligible for this kind of assistance.

Chair Haug asked if there are there any changes looking ahead they can make that would allow Newberg to
qualify later. Howard Hamilton stated we need to keep the Master Plans updated. We just had our Wastewater
Master Plan approved this month. It was submitted two years ago and the DEQ is recommending the next
update in five years. Tony Rourke asked if we are up to date with our Master Plans. Howard Hamilton stated
we are now. He went on to say you have to update the master plan financials within one year of the date of
loan/grant application. Chair Haug asked if there are actions they can take that would qualify us for grants in
the next five years. Howard Hamilton stated in the case of water there is nothing we can do this year or the
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next. To be eligible in the future we would need to acquire property, complete pre-design regulatory
requirements and planning for a reservoir or treatment plant.

Chair Haug stated we have pushed out some projects and went on to ask what the negative consequences of that
are. Howard Hamilton stated the projects were adjusted out in response to the current reduction in water use
and slowdown in development and we do not see any negative consequences in the next two years.

Deb Galardi continued with the rate increase options for fiscal year 2010/11. She went on to say with an 11%
rate increase they would just meet the minimum requirements of O&M coverage, debt service and a
conservative CIP but not build upon reserves. It is tied to consumption and they have seen the trend going
down. They feel they have cut it as much as they can. There is not an easy way to get it down below a double
digit rate increase.

Chair Haug clarified if they delay the rate increase from July 01 to January 01 it would have to be a 32%
increase. Deb Galardi confirmed that is correct. Chair Haug went on to asked for clarification on that assumed
rate increase. Deb Galardi stated this rate is this high because it makes up for lost revenue during the high
consumption half of the year and would cover O&M, debt service and a conservative CIP but not build reserves.
If the proposed rates are not adopted it is possible to default on the existing loan obligations.

Chair Haug asked for clarification on how they would calculate the cost on a smooth rate increase which is the
same rate value each year. He went on to ask for comments from each CRRC member. Charles Zickefoose
stated he would favor the smooth because it is more palatable. Mike Gougler agreed with Charles. He went on
to say we are passing on something that will be difficult for City Council to understand and we now have
something that can be explained well and understood. Beth Keyser stated she agrees with Mike Gougler and
Charles Zickefoose. David Maben stated the public would like the minimum at 6%. They are not going to
understand why it would go to 16% the next year. Tony Rourke stated he would add the public would not
understand why they can’t smooth the rates out over several years. He went on to say the committee would like
to fund future projects which would be made possible with the smooth rather than the minimum. It would be
nice to have a smoothing out over time. Chair Haug stated he is in favor of the July 01 move. He went on to
say the City Council would have a difficult time with the January 01 level of increase.

Beth Keyser asked if there was adequate education provided to help the City Council understand why the rate
was increased last year. Chair Haug stated the CRRC needs to make sure the City Council understands the
issue. Mayor Andrews pointed out the City Council initially accepted the recommendations by the CRRC last
year until the political realities came into play. They ended up with a significant reduction as a result. Tony
Rourke made sure Beth Keyser understood the City Council had been educated.

Mike Gougler stated the job of the CRRC is easy. The City Council has a different responsibility. They have to
answer to the public. They made a decision as the elected officials to reduce the rates. The job of this
committee is to present the information and educate them the best we can.

Mayor Andrews stated he wants to put out for discussion how the CRRC can assist the City Council in getting a
solid educational format for the public. Chair Haug reminded the CRRC and the Mayor they made a
recommendation for a joint session with the City Council for that purpose.

Beth Keyser clarified her question earlier was for the purpose of helping the City Council educate the public.
Tony Rourke stated they attempted to educate the public with advertisements in a variety of media outlets. The
public indicated they do not notice the information on the bills and they do not all read the graphic or access the
City website. Mike Gougler stated we cannot be successful if we keep trying to appeal to the lowest common
denominator. They are going to respond to what they hear others saying. He went on to say if you want to
influence public policy and assure your recommendation is heard, show up for City Council with more people
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in support of the issue rather than against. He recommended all CRRC members each consider bringing three
friends to the meeting.

Deb Galardi went back to her slides focusing on the allocation of costs to service parameters. She continued her
presentation saying if everyone used water the same all year they would pay the same rate but they rarely use
water the same. The maximum use per day would drive the difference in volume rates by customer classes.
She went on to talk about the minimum rates as the existing structure. She took the committee through the
current and preliminary costs as noted on the slide. The meter charge increase is to offset the decrease. The
bulk of the increase falls on the volume rates. The customer service costs don’t increase much from year to
year. She presented a chart for the peaking factors and rates for each class. She explained to the committee
how to read the chart. She went on to say the industry standard approach is to group customers with standard
use factors. They took an average of the historical data for use. There are some significant shifts therefore the
irrigation and public class had some significant increases in their peaking factors. That includes some system
wide rate increases of around 11%.

Tony Rourke asked if the peaking factors would adjust from year to year. Deb Galardi stated they would stay
from year to year. She went on to say once you get through the major shift in the first year it will go up to the
system wide average.

Mayor Andrews asked if re-use rate is different than the irrigation rate. Deb Galardi stated the rates are
different.

Janelle Nordyke stated an example of a public agency would be the City and school district. The baseball field
would be an example of irrigation and the hospital would be a public agency.

Beth Keyser asked where CPRD gets their money from. The CRRC clarified all agencies get their money from
taxes.

Chair Haug asked if the spring’s class is outside the City. Howard Hamilton stated it is in the county. He went
on to explain the springs is a separate rate class. Chair Haug asked what the City Council’s decision was on
sharing costs with the springs. Howard Hamilton stated they had a CIP project in which the City picked up half
the cost and the spring’s picked up the other half of the cost.

Mayor Andrews asked if the 11% in the smoothing would really be 11.2% for single family residential. Deb
Galardi clarified he is correct. She went on to say the single family residential bills are calculated based on
estimated use. Newberg would be based on the 11% rate. We will likely have rate increase next year as well.
The current rate is $34.61.

Chair Haug asked Deb Galardi to clarify that she took the numbers from the existing scenario and used them to
ensure they brought in the same amount of money. She confirmed he is correct. She went on to say that
elasticity assumption comes in at that time. It is more elastic with summer usage which includes water for
irrigation purposes. She then presented a slide showing what would happen with the minimum bills using the
inclining block. She explained that on many accounts throughout the year people would actually see a
reduction.

Chair Haug asked her to clarify with a conservation plan, a family conserving water may actually see a
reduction in their bill even with the rate increases. Deb Galardi confirmed that is correct.

Mayor Andrews asked how it would work with a smoothing and a January 1, 2010 start date. He went on to ask
how that would impact the 32% under smoothing. Deb Galardi explained how you would not see any bill
decreases and would see some increase.
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Chair Haug raised the question for the CRRC to think about what they are going to do for households they later
determine are being hit with a 50% increase and what the consequences of that would be. Mike Gougler stated
he would prefer to wait until they find out if the plan makes financial sense.

Deb Galardi continued her presentation with details on the residential inclining blocks. She went on to explain
there are other options available they can look at as to how they want to set up the structure.

Howard Hamilton recommended they might consider a January 1, 2010 date to implement the rate structure if
implementation is deemed prudent. Chair Haug asked Howard Hamilton to confirm he is suggesting they adopt
the rate structure in the low usage time. Howard Hamilton stated that if the CRRC decides to propose
implementation it would not be such a big surprise to the citizens.

Deb Galardi went on to share the items to consider are related to revenue as well. They can encourage people to
use less which will impact the revenue they would have to increase rates even more.

Deb Galardi went on to explain that they would be looking at a life line rate. They can’t make the assumption
that low volume usage equates to low income. Chair Haug stated they are shifting the cost so lower volume
users do not have to pay as much. Deb Galardi went on to say if you are going to do this you need to plan for
additional reserves in case the plan is not correct. It becomes more difficult to project the outcome. Deb
Galardi went on to say another best practice would be more frequent rate reviews. There is a correlation with
those using more water driving the system peaks. What they want to encourage is efficient water usage rather
than water conservation. She went on to explain the inclining block rate structure penalizes those who use
more.

Motion #2: Gougler/Rourke moved to recommend to City Council to adopt a smooth rate of 11.2 projected
over four years to include a one page summary of the consequences of acceptance. (6 Yes/O No/1 Absent
[Amundson]). Motion carried.

5. Conclude Water Conservation Plan

Deb Galardi continued with her presentation stating there was a directive from City Council that a
recommendation was made by the CRRC on water conservation rates. She went on to share the national water
use statistics stating you want to encourage people to use water efficiently. You don’t want to penalize people
for their indoor use since this is driven by things like the number of occupants in the household. In considering
the chart for national statistics, she had to choose where to set the blocks. She continued with her presentation
by sharing how she determined where to set each block. Once the use is over 1500 they assume you are
irrigating. The idea is to encourage people to use less.

Mike Gougler stated he has a strong feeling Newberg does not want to implement the water conservation
program as described at this time. He went on to explain that type of program is usually driven by supply
shortages. If they restrict their use they are crippling the ability to provide additional supply. He proposed they
do not recommend the plan as described. Instead they recommend City Council look at providing more ways for
efficient water use. If they were to reduce the revenue by encouraging less use it would reduce the amount of
money and improve the system infrastructure. This would provide more usable water when it is needed.

Chair Haug stated the inkling block scenario would not be equitable. He went on to say it would not be fair to
higher volume users with no purpose but to shift the cost.

Mike Gougler asked if they are going to make a recommendation for the declining blocks conservation plans.
Chair Haug replied they do not want to use the declining block rate. He went on to say they do not want
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aconservation plan where they use finances to discourage water use. They are not going to use financial
punitive measures.

Motion #3:  Gougler/Rourke moved that under the directive to the CRRC by the City Council to investigate
and make recommendations concerning a conservation rate structure, the CRRC does not recommend a
conservation program based on rate structure to be considered at this time. (6 Yes/0 No/1 Absent [Amundson]).
Motion carried.

6. Council and CRRC Work Session:

Chair Haug asked Mayor Andrews if they are going to need to sit down with City Council. Mayor Andrews
stated that the idea is for the CRRC to float the topic with the public. He recommends the CRRC would
consider hosting a town hall meeting to get feedback from the public. This may be the way to build the backing
they can then bring to the City Council meeting. He went on to explain when you have only people in a
meeting against an issue and none in support of your plan it makes getting support from the City Council
difficult. He would encourage them once they have the pieces together to have one or two town halls to get the
feedback to help them determine if they want to reexamine the plan before bringing it to City Council.

Chair Haug asked how much time City Council needs to determine the rates. Howard Hamilton stated the
schedule shows the final meeting to wrap up the plans will be January 6, 2010. The notice will need to be
mailed to the public on January 18, 2010, with the public hearing scheduled for January 27, 2010.

Chair Haug recommended they could run the public hearing as a work session similar to the setting for the
CRRC meetings.

Howard Hamilton pointed out the City Council directed a mailing be done after what transpired last year.

Chair Haug stated he is concerned they are not going to get anyone to show up at the meetings until the issue
gets to City Council. He recommends they advertise why they are recommending rate increases.

Tony Rourke asked if they would have City Council at the public hearing that is conducted by the CRRC.
Mayor Andrews stated they would since they are looking for education.

Beth Keyser agreed stating the CRRC needs to back up the City Council. She went on to say they need to do a
presentation for the public and include the City Council.

Mike Gougler stated he thinks the only way to get the public to a CRRC meeting is to invite the press and get
them to make an announcement. He went on to say they need to make sure they know they can come with
questions and concerns. They would need to have this covered on the front page. The CRRC also needs to
personally invite neighbors and friends. The people need to be at the City Council meeting in approval of the
plan. Currently the only people who come to the public hearing are those who are oppose to the plan.

Chair Haug recommended they present comprehensive scenarios as to why they are making the
recommendations. They need to make the complete package clear. He went on to state they would agree to
continue this discussion at the next meeting.

7. Public Participation:
Richard Boyle stated he thinks you have to raise rates to show you have an aging infrastructure. He went on to

say that every jurisdiction is raising rates at this time. He recommends they need to stand up and say this is our
town and we are doing what has to be done.
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The next scheduled CRRC meeting will be November 10, 2009 at 7:00 p.m. Beth Keyser and Charles
Zickefoose have asked to be excused from the November 10, 2009 meeting.

8. Adjournment:
The meeting adjourned at 9:25 p.m.

Approved by the Citizens’ Rate Review Committee this 10 day of November 20009.

Recording Secretary Citizens’ Rate Review Chair
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Citizens’ Rate Review Committee Meeting
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Date: November 10, 2009

Name Affiliation

Please print

Richard Boyle Contracting

Helen Brown, 1006 Cherry St., Newberg Concerned Citizen
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Wednesday, 7 PM November 10, 2009

CITIZENS’ RATE REVIEW COMMITTEE
MINUTES
Wastewater Treatment Plant

Members Present:
Matson Haug, Chair Mike Gougler Ernie Amundson David Maben

Mayor Bob Andrews, Ex-Officio

Members Absent:
Beth Keyser (excused) Tony Rourke, Vice Chair (excused) Charles Zickefoose (excused)

Staff Present:
Howard Hamilton, Public Works Director
Janelle Nordyke, Finance Director
Deb Galardi, Galardi Consulting
Dawn Karen Bevill, Recording Secretary

Others Present:
Richard Boyle, Cardno WRG Helen J. Brown, Citizen

1. Call to Order/Roll Call/Introduction
Chair Matson Haug called the meeting to order at 7:00 p.m.

2. Approval of Meeting Minutes:

Motion #1: Gougler/Maben moved to approve the October 14, 2009 & the October 28, 2009 meeting minutes.
(4 Yes/0 No/3 Absent [Keyser, Rourke, Zickefoose]). Motion carried.

3. Mayor’s Clarifying Comments & Town Hall Meeting in January:

Chair Haug changed the agenda order by asking Mayor Andrews to share his thoughts regarding the Town Hall
meeting in January 2010.

Mayor Bob Andrews addressed the idea of having a public meeting. When the City Council takes an action it
does it in one of three ways: through a resolution or an administrative type activity which is a formal action of
the City; by ordinance which is a legislative type of activity, and there are certain things in the area of Quasi-
Judicial in which an order is issued. The way the City Council takes an action, only the legislative process is
subject to referendum. Under the legislative process, there can be an initiative referred to the public for
ratification. One of the reasons the City uses the Citizens’ Rate Review Committee (CRRC) is to provide an
open and administrative basis to help avoid the vulnerability of it being a legislative action. A Council
legislative action creates the ability of this committee to make rate proposals, but the rate change itself is a
Council administrative action which helps protect the actions taken by the CRRC versus being subject to
referendums and referrals. A town hall meeting would help with the communication to the public in addition to
having a public hearing.

Citizens’ Rate Review Committee Minutes




Chair Haug stated he is in favor of holding a Town Hall Meeting. Mr. Gougler, Mr. Maben, and Mr. Amundson
also voiced their support.

David Maben asked what would be the appropriate date to hold the town meeting. Howard Hamilton replied .it
would need to fall between the Stormwater Credit Program presentation on January 6, 2010 and the public
hearing that is scheduled for January 27, 2010.

Mayor Andrews stated the public hearing to be held on January 27, 2010 will be conducted by the CRRC. After
that hearing, there will be deliberations and then the committee will formally adopt whatever has been
proposed. That action will then go to the City Council who in turn will also hold a public hearing.

Motion #2: Gougler Maben moved that the CRRC conduct a Town Hall Meeting at the Public Salety
Building between January 6, 2010 and January 27, 2010; date to be decided by staff. (4 Yes/0 No/3 Absent
[Keyser, Rourke, Zickefoose]). Motion carried.

4, Present Wastewater Rates:

Deb Galardi, Galardi Consulting presented the report including a PowerPoint (see official meeting packet for
full report).

Howard Hamilton, Public Works Director addressed the Wastewater Treatment Plant (WW'TP) Capacity
Expansion Plan (page 4 of the PowerPoint presentation). Newberg began the commissioning of the facility plan
in early 2005 and it was just completed last month. At that time, the plan was based on a median growth; the
existing capacity would serve 17,900 people. The City now has 23,000 people and according to the plan, Phase
| construction needs to begin in 2012 to meet the capacity of 26,900 people. Phase II construction will need to
begin in 2015 to increase the capacity to 40,000 people but depends on what the actual growth is at that time. A
key piece of information is right now this plant is beyond its capacity. The permit in dry weather is 4 million
gallons per day and in wet weather it is 6.5 million gallons per day. In January of 2006, 8.1 million gallons was
averaged per day for each day that month. The plant’s capacity is 17 million gallons a day. The plant was
commissioned in 1987 and in just the last year and a half the effluent pump station has replaced or had major
repairs on all its 4 pumps.

Mayor Andrews asked if these figures were predicated on the median growth which comes out of a population
forecast the City Council did years back. Mr. Hamilton replied, yes.

Deb Galardi asked Howard Hamilton about the implications of exceeding the permit limits regarding flow
capacity. Mr. Hamilton replied January 1, 2010 the DEQ has adopted a sanitary sewer overflow prohibition. A
plan was supposed to be created to fix the effluent pump station, which has been known to overflow in the past,
but the City isn’t on track in meeting the January 1, 2010 goal. If the pump station overflows after that date, the
City is subject to fines and lawsuits. The Dayton Avenue Pump Station also falls into that same prohibition.
The City has purchased a piece of property to build a new pump station at Highway 240 and Chehalem Creek
near the bridge to correct Dayton Pump Station overflow problems. $300,000.00 in funds are allotted for the
2009/10 budget year to begin construction; to be completed at the end of the 2010/11 budget year but due to the
lack of growth, the revenue has depleted. The effluent pump station construction is wrapped into the
wastewater treatment plant construction. Facility Plan Phases I & II have now been compressed into one
project. Mr. Hamilton will bring back information to the next CRRC meeting showing the plan dates regarding
the phases.

Page 2

Citize



Mayor Andrews stated the City will have to work extra diligently for the citizens to understand. Where the
population has done a good job of conserving water, it has reduced the revenues on which to build future
contingencies.

Howard Hamilton reviewed the following projects:

The WWTP Dehydration Unit (sawdust dryer) is $935,000.00; getting $165,000.00 back through energy trust
and business energy tax credits. When the economy collapsed, the amount of sawdust produced not only went
down but became much more expensive to purchase, as well. The compost uses sawdust as a medium and a
certain percentage of dryness is needed in the sawdust to make the process work correctly because of air flow.
Mr. Hamilton explained that by putting a dryer in, the sawdust could be dried to approximately 90% dryness
which will solve the problem of finding appropriately dried product. Also they found with calculations the
ability to increase the throughput in the composter by up to 3 times. 8,000 yards of compost is sold per year.
The ability to make the compost process consistently meet permit requirements and increase throughput will
help pay back the investment quickly. The compost facility can then expand later on in the future delaying
capital improvement project costs,

The Outfall Mixing Zone Study and Facility Update are mandated by the Department of Environmental anli?y
(DEQ) and must be done. The Facility Update is also a requirement if any new expansion is to be built in
Newberg and must be done in order to obtain loans. The update was started in 2005 and was just accepted this
last month.

The Hess Creek Trunk Line is a pipe that has many problems and is tied to the Springbrook Developmqnt.
System Development Charges (SDC) funds are needed in order to do the work. The Springbrook Trunk Line
has also been put off until the future because it’s based on the Transportation System improvement schedule.

The defunct City owned Pretreatment Tank is on property owned by PPM Technologies and they are seeking
grant money to clean up their site and the tank removal would need to fit into this plan.

The Alice Way Local Improvement District (LID) funds will be paid back by the people in the district.

The Public Works Complex has to do with the maintenance yard on Third Street and has been undersized for
some time. The current Wastewater Treatment Plant building doesn’t currently serve the needs of the
operations staff. City Hall is crowded so there is the possibility of moving the engineering staff to the new
property. $819,000.00 has been budgeted in wastewater for construction in 2011/12 and 2012/13 on the new

property.

Deb Galardi reviewed the preliminary revenue available for capital over the next 5 years. Howard Hamilton
passed out information on State and Federal Wastewater Funding. The 2009 American Recovery and
Reinvestment Act and Oregon’s CWSRF Loan Program was reviewed (see meeting PowerPoint page 7 and
meeting handout).

Chair Haug asked what needs to be done in order to access potential monies that may be available. Mr.
Hamilton replied the City would need to have a design in place to begin construction in the near future in order
to receive money but the fastest project the City can construct is a secondary clarifier and the design is
$600,000.00 which the City doesn’t have. Newberg did not qualify in the 2009 cycle for any monies. Deb
Galardi stated she will put together a revised best case scenario on what will be needed to qualify for some of
the 2010 loans.
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Mayor Andrews asked if there are any other funding sources that haven’t been explored; perhaps there are other
approaches to explore which may be unique to this area or using other technologies that could be implemented
using Newberg as a “test case” helping to mitigate costs but also help with wastewater. Howard Hamilton
stated maybe in the future. David Beam is always looking for money to help the City with costs. Deb Galardi
stated an inquiry can be made with Mr. Beam on what programs he’s tracking.

Deb Galardi reviewed the operating budget pie chart FY2009/10 and Janelle Nordyke explained the cost of
living increases. Mayor Andrews asked what percentage of wastewater budget are personnel. Deb Galardi
replied 36% is personnel including salary and benefits.

Howard Hamilton stated in past discussions the question was asked concerning contracting out for services. He
passed out information regarding the comparison of hiring out and using Newberg personnel. It would not

benefit the City financially to contract out.

Deb Galardi reviewed the actual and estimated requirements from rates and the previous forecast assumptions
(pages 11-13 of the PowerPoint presentation).

Chair Haug asked if there will be user classes in regards to utility rates and if so, will the CRRC review the
classes. Ms. Galardi replied there are user classes but it depends on the strength of the waste. She will bring
back information for the committee to review on who will fall into those classes.

Mike Gougler stated in addition to rates covering the debt service you have to maintain the coverage. A certain
percentage must go toward debt and the rest has to be kept to show the adequate reserves for what you borrow.
5. Public Participation:

Richard Boyle stated there are numerous communities having the same issues throughout Oregon.

The next scheduled CRRC meeting is November 24, 2009 at 7:00 p.m.
6. Adjournment: The meeting adjourned at 8:46 p.m.

Approved by the Citizens’ Rate Review Committee this 24™ day of November 2009.
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PROJECT 2009/10 2010/11 2011/12 2012/13 2013/14 TOTAL
SDC

WWTP Dehydration Unit (sawdust dryer) $750,000 $750,000 50.0%
WWTP Land Expansion (purchase) $1,930,000 $0 85.0%
W. Sheridan/N. Harrison WW Line Rehab $0 100.0%
Hwy 240 Pump Station & Force Main Project $300,000{ $1,350,000 $1,650,000 20.0%
WWTP Facility Update (DEQ comments & environ $48,818 $48,818 70.0%
WWTP Outfall Mixing Zone Study $75,560 $75,560 0.0%
WWTP RRE - Design $345,000 $1,500,000 $1,200,000 $300,000 $155,000 $3,500,000 85.0%
Hess Creek WW Trunkline RRE - Design & Permits $200,000 $800,000 $1,000,000 10.0%
Hess Creek WW Trunkline RRE - Section A $200,000f $1,200,000] $1,400,000 10.0%
WWTP RRE - Construction $12,025,000 $9,600,000] $12,421,000 $4,926,000] $38,972,000 85.0%
Springbrook WW Trunkline RRE - Design $125,000 $125,000 25.0%
Springbrook WW Trunkline RRE - Section A $575,000 $575,000f $1,150,000 25.0%
Hess Creek WW Trunkline RRE - Section B $730,000 $730,000 10.0%
Hess Creek WW Trunkline RRE - Section C $315,000 $315,000 10.0%
Pretreatment Tank Removal - College & lllinois $85,000 $85,000 0.0%
Alice Way LID $250,000 $250,000

$0
Multi Funded Projects $0
Public Works Complex - Design $182,000 $182,000 29.0%
Public Works Complex - Construction $819,000 $819,000 $1,638,000 29.0%

$0
Total CIP $3,449,378| $15,142,000] $12,194,000( $15,115,000 $7,901,000] $51,871,378




Assumptions
Rates/Reserves cover design
Loan for treatment plant land purchase
Debt fund construction

5-Year Total
Existing Reserves
Wastewater Fund $1,693,856
Replacement Fund $1,106,292
Subtotal $2,800,148
Other Sources
Rates (Net of Debt Service) $2,450,000
SDCs (Net of Debt Service) $3,350,000
Loan $1,930,000 Debt Service 92% increase
Bonds $50,780,000 $4,249,236  OVer existing
Total $61,310,148 EIE ML
Inflation-Adjusted CIP $56,509,073
Debt Reserves $5,081,806

Total Capital Needs $61,590,879



State & Federal Funding

» City was expecting ARRA and CWSRF monies
which did not come about:

o DEQ combined Federal ARRA and CWSRF funds into a
loan package which had 50% forgiveness and 50%
zero% interest loans.

o Newberg’'s WWTP Facility plan update was in DEQ
review for over two years

o Newberg’s project Environmental Review was in EPA
review for 6 months

o This delay precluded Newberg from qualifying for 2009
funding




Highway 240 pump station had $300,000 in
the 2009/10 budget and the State would not
fund projects that had any component of local

funding

Potential future funding from FY2010 special

Feserve
$5 million 0% interest loan

Access to future funds will require

Completion of design work by City to be shovel-ready (loans
may not pay for planning)
Commitment to raise rates in order to repay loans



Operating Budget Issues




Operating Budget
_________________________________________________________________________________

Total Estimated FY2009/10 Expenses = $4 million

Capital Outlay
123,525
3%




ltem 2009/10 2010/11 2011/12 2012/13 2013/14

Revenue Requirements:

O&M Costs $3,736,269 $4,012,770 $4,282,166 $4,576,590 $4,880,892

Transfers -- Debt Service $494,782 $811,988 $1,921,325 $3,253,641 $4,182,892

Transfers -- Replacement $943,856 $0 $0 $0 $100,000

Transfers -- Capital Projects $750,000 $300,000 $1,200,000 $850,000 $0
Total Revenue Requirements $5,924,907 $5,124,757 $7,403,491 $8,680,231 $9,163,784
Less:

Nonrate Revenues $155,769 $184,195 $187,442 $170,728 $172,302

Uses of/(additions to) Reserves 1,143,113 (642,818) 477,187 376,035 (455,541)
Revenue Requirements from Rates $4,626,025 $5,583,380 $6,738,861 $8,133,468 $9,447,023
Projected Rate Increase 19.50% 19.50% 19.50% 15.00%
Ending Fund Balances

Wastewater Fund $586,815 $962,159 $450,184 $37,213 $453,529

Wastewater Capital Fund $1,987,283 $957,726 $167,487 $8,639 $21,936

SDC Fund $1,204,837 $107,554 $0 $0 $0



Previous Forecast Assumptions
_________________________________________________________________________________

Assumptions Previous Preliminary

Rate Increases

FY2009-10 21% 20%
FY2011-2012 21% 19.5%
FY2013 15% 19.5%
FY2014 3% 15%
Debt Revenue bonds ($60  Revenue bonds ($50
million) million)
Reserve Insurance 8%
Coverage 1.2 X debt service 1.35 X debt service
SDC Revenue $8.7 million $5 million




Previous Forecast Assumptions

Assumptions Previous Preliminary

FY2010 Rate Revenue $5.5 million $4.6 million




Next Steps




Information on State and Federal Wastewater Funding

State/Federal Wastewater Funding 2009

*Newberg did not qualify because:

Facility Plan was not updated — update began 05/2005 and was accepted by DEQ 10/2009

Environmental Impact statement was incomplete — began 04/2009 & undergoing final
DEQ review and 30 day public comment period

The 2009 American Recovery and Reinvestment Act and Oregon’s CWSRF Loan Program
The ARRA includes certain provisions that differ from current program requirements. Not less than 50%
of the total amount allocated to each state must be offered to borrowers in the form of additional
subsidization, which could include principal forgiveness, negative interest rate loans, or grants. Oregon
has chosen to offer principal forgiveness in an amount not less than $22,135,500 and will provide this
benefit to all recipients of CWSRF loans made directly with ARRA funds. A loan to a public agency
defined as a small community under OAR 340-054-0010(48) will be offered principal forgiveness in the
amount of 75% of the total loan amount. All other loans will be offered with principal forgiveness in the
amount of 50% of the total loan amount. Any remaining loan amount to a borrower will be offered at an
interest rate of zero percent. DEQ will continue to charge borrowers the regular annual loan fee in the
amount of 0.5% of the unpaid loan balance.

State/Federal Wastewater Funding 2010
*Newberg is positioned to receive this funding - if it can find a way to pay for planning
and pay back the loan

DEPARTMENT OF ENVIRONMENTAL QUALITY DIVISION 54

CLEAN WATER STATE REVOLVING FUND PROGRAM

Funding under the State Fiscal Year 2010 Special Reserve

340-054-0112

Use of the Special Reserve

(1) The department will establish a special reserve for the state fiscal year 2010 in an amount equal to 50
percent of the total funds available for the state fiscal year 2010, excluding any fiscal year 2010
capitalization grant. This reserve is in addition to the reserves established under OAR 340-054-0025(6),
except as provided in section (5) of this rule.

(2) Funds available under the special reserve may not be used for planning loans.

(3) Loans made from the special reserve will only be used for new projects included in the state fiscal
year 2010 Intended Use Plan.

340-054-0114

Allocation of Funds

(1) The department will determine the amount of funding to be provided to an applicant, but the
loan amount allocated to any one borrower under the special reserve may not exceed $5
million. (2) A borrower who receives funding under the special reserve may also receive funding
from the CWSRF general fund, subject to the requirement of OAR 340-054-0025(6)(a), or from
the CWSRF Small Communities reserve established under OAR 340-054-0025(6)(c)(B).

*CWSRF loans have an interest rate of 1 to 3%

340-054-0116

Financial Terms

Notwithstanding OAR 340-054-0065(5), the interest rate on a loan funded from the special
reserve will be zero percent, regardless of the term of repayment.

***|_oan repayment begins at the end of the construction phase.



Population

R
SR
Build-Out S
60,000 == Capacity &
(55,000) o &
o s °
;oﬂ,.o ...%n@
’ Phase 2 moo:&E&o:
Capacity ] (20%)
(40,000)
40,000 —
_uzmmw‘mxn -
Phase 1 Construction
Capacity (2015)
30,000 — (26,900) |
Construction
20,000 — | (2012)
Existing
Capacity
10,000 ,A_:._mQOV _ _ _ _ _ |
2000 2005 2010 2015 2020 2025 2030 2035

Year



OREGON DETERMINATION 2009-02

TRADE ' BASIC

HOURLY ERINGE

. BASIC
HOURLY  FRINGE
RATE

TRADE

RATE

ELECTRICIAN (Continued)

(b) Those portions lying east of a line running North
and South from the NE corner of Coos County to
the SE corner of Lincoln County.

(c) South half

(d) North half

ELEVATOR CONSTRUCTOR, INSTALLER
AND MECHANIC

Area 1

Mecilanic 42.91 18.29
Area2

Mechanic 43.09 18.29

Reference Cities

Areal Area 2
Baker All
Umatilla Remaining
Union Counties
Wallowa

FLAGGER Sec Laborer, Group 5
GLAZIER 30,30  14.33

Add $1.00 to base rate if safety belt is required by
State safety regulations.

* Add $4.00 to base rate for work done from a non-
motorized single-man bosun chait.

HIGHWAY/PARKING STRIPER
28.27 8.27

IRONWORKER 33.12 17.40

Zone Differential for Ironworker
(Add to Basic Hourly Rate)

Zone 1 0.00

Zone 2 3.75 hr. or $30.00 maximum per day
Zone 3 6.88 hr. or $55.00 maximum per day
Zone 4 8.75 hr. or $70.00 maximum per day

IRONWORKER (Continued)

" Zone 1: Projects within 45 miles of city hall in the

cities listed below.
Zone 2: More than 45 miles, but less than 60 miles.
Zone 3: More than 60 miles, but less than 100 miles.
Zone 4: More than 100 miles.

Note: Zone pay for Ironworkers shall be determined using
AAA road mileage computed from the city hall of the
reference cities listed below or the residence of the
employee, whichever is nearer to the project.

Reference Cities

Medford Portland
LABORER
Zone 1 (Base Rate):

Group 1 24.66 11.15
Group 2 25.29 11.15
Group 3 25.75 11.15
Group 4 26.15 11.15
Group 5 21.51 11.15

Note: A Hazardous Waste Removal Differential must be
added to the base rate if work is performed inside the
boundary of a Federally Designated Hazardous Waste Site.
A Group 1 base rate is used for General Laborer on such a
site. For further information on this, call the Prevailing
Wage Rate Coordinator at (971) 673-0839.

Zone Differential for Laborers
(Add to Zone 1 Rate)

Zone 2 .65
Zone 3 1.15
Zone 4 1.70
Zone 5 2.75

Zone 1: Projects within 30 miles of city hall in the
cities listed below.

Zone 2: More than 30 miles but less than 40 miles.

Zone 3: More than 40 miles but less than 50 miles.

Zone 4: More than 50 miles but less than 80 miles.

Zone 5: More than 80 miles.

Reference Cities

Albany Burns Hermiston Portland
Astoria Coos Bay Klamath Falls Roseburg
Baker City Eugene Medford Salem
Bend Grants Pass Newport The Dalles

APPENDIX
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OREGON DETERMINATION 2009-02

BASIC

HOURLY FRINGE

BASIC
HOURLY FRINGE

TRADE

RATE

LABORER (Continued)

Note: All job or project locations shall be computed
(determined) on the basis of road miles and in the
following manner. A mileage measurement will start at
the entrance to the respective city hall, facing the project
(if possible), and shall proceed by the normal route
(shortest time-best road) to the geographical center on
the highway, railroad, and street construction projects
(end of measurement). On all project contracts, the
geographical center where the major portion of the
construction is located, shall be considered the center of
the project (end measurement).

LIMITED ENERGY ELECTRICIAN

Area?2 26.95 11.89
Area3 23.03 11.49
Area 4 26.04 10.93
Area s 26.95 12.51
Area 6 24.90 10.40

Zone Pay for Area 6 Limited Energy Electricians
(Add to Basic Hourly Rate)

Zone mileage based on air miles:

Zone 1 0-20 miles 0.00
Zone 2 21-30 miles  1.00
Zone 3 31-40 miles 2.80
Zone 4 41-50 miles  4.50
Zone 5 51-60 miles  6.30
Zone 6 60 ormore  9.00

There shall be a 20-mile free zone from the
downtown Post Office in Grants Pass, Klamath
Falls, Medford, and Roseburg.

Area?2 Area 3 Aread
Gilliam Coos Lane (b)
Grant Curry Marion
Morrow Lane (a) Polk
Umatilla Yamhill (c)
Wheeler

Area s Area 6

Clackamas Jackson

Clatsop Josephine

Columbia

Multnomah

Tillamook

Washington

Yamihill (d)

RATE

LIMITED ENERGY ELECTRICIAN
(Continued)

a) Those portions lying west of a line running North and
South from the NE corner of Coos County to the SE
corner of Lincoln County.

(b) Those portions lying east of a line running North and
South from the NE corner of Coos County to the SE
corner of Lincoln County.

(c) South half

(d) North half

LINE CONSTRUCTOR
Area 1

Group 1 46.26 12.88
Group 2 40.23 12.66
Group 3 28.58 9.71
Group 4 34.60 10.19
Group 5 30.17 9.78
Group 6 28.16 9.68

Area 1 All counties except Malheur County

Group 1 Group 3

Cable Splicer Tree Trimmer
Leadman Pole Sprayer

Group 2 Group 4

Certified Lineman Welder Line Equipment Man
Heavy Line Equipment Man

Journeyman Lineman Welder Group 5
Journeyman Lineman Head Groundman

Lineman JackHammer Man
Heavy Equipment Man Powderman
Pole Sprayer
Group 6
Groundman
MARBLE SETTER 33.32 14.05

(This trade is tended by “Tile, Terrazzo, & Marble
Finishers™)

PAINTER & DRYWALL TAPER

Commercial Painting 19.69 7.34

Industrial Painting 23.34 7.34

Add $0.75 to base rate for work over 60 ft. high on

swing stage, mechanical climber, spider or bucket
truck for both commercial and industrial painting.
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