
WATER COST ALLOCATION AGREEMENT

Between The

CITY OF CHARLOTTESVILLE, VIRGINIA, 

ALBEMARLE COUNTY SERVICE AUTHORITY,

And The

RIVANNA WATER AND SEWER AUTHORITY
This Agreement made for purposes of identification this 1st day of January, 2012, by and between the CITY OF CHARLOTTESVILLE, VIRGINIA, a municipal corporation (the “City”), the ALBEMARLE COUNTY SERVICE AUTHORITY, a public body politic and corporate (“ACSA”), and the RIVANNA WATER AND SEWER AUTHORITY, a public body politic and corporate (“RWSA”).

WITNESSETH:
A.
RWSA owns and/or operates facilities for the treatment of potable water pursuant to the terms of a Four-Party Agreement dated June 12, 1973, among the City, RWSA, ACSA and the Board of Supervisors of Albemarle County (the “Four-Party Agreement”) and several supplementary agreements. 


B.
The urban water system consists of all water-related facilities within or serving the City of Charlottesville and the urban growth area of Albemarle County surrounding the City of Charlottesville, including water treatment plants and all reservoirs, dams, pipelines, pump stations, storage tanks and other appurtenances connected to the water treatment plants and operated by RWSA (the “Urban Water System”).  

C.
RWSA, in order to increase the available water supply and safe-yield of that water supply, has undertaken a Community Water Supply Plan described in the Permit Support Document dated May 17, 2006 (the “CWS Plan”) approved by the Virginia Department of Environmental Quality by issuance of a Permit dated February 11, 2008, and modified by Virginia Department of Environmental Quality Permit Modification dated December 14, 2011.  The CWS Plan estimates the increase in safe-yield at 9.9 million gallons per day (MGD).  In addition to providing additional safe-yield to meet an anticipated increase in future demand of 5.9 MGD, the CWS Plan provides additional safe-yield to offset anticipated future losses of safe-yield from siltation of the South Fork Rivanna Reservoir of 4.0 MGD.  While the CWS Plan includes other projects forecasted to be constructed in the future, this Agreement only addresses the sharing and allocation of costs for the Project, as such term is defined in Paragraph 1 of the Agreement dated of even date herewith between the City, ASCA and RWSA and recorded in the Clerk’s Office of the County of Albemarle, Virginia (the “Project Agreement”), a copy of which is attached hereto.  
           D.
ACSA and the City reached an agreement dated December 1, 2003 (the “December 1, 2003 Agreement”), concerning the allocation of expenses to increase the safe-yield provided by the Urban Water System, by raising the elevation of the South Rivanna Reservoir.  RWSA never constructed this project. However, since 2003 RWSA has allocated costs to the City and ACSA for water supply related project costs based upon the December 1, 2003 Agreement’s agreed-upon percentages of 27% to the City and 73% to ACSA.  The City and ACSA now want to more accurately reflect future cost allocation for the Project to be undertaken by RWSA. 

NOW THEREFORE, for and in consideration of the premises and other good and valuable consideration, the receipt of all of which is hereby acknowledged, the City, ACSA and RWSA agree as follows:

1.
Allocation of Previously Incurred Costs.  Except as may have otherwise been previously agreed among the City, ACSA and RWSA, all costs directly incurred by the City and ACSA related to the Project for work performed prior to the date of this Agreement, irrespective of when invoiced or paid, shall be the responsibility of the party incurring such costs.  Except as may have otherwise been previously agreed to among the City, ACSA and RWSA, all costs incurred by RWSA related to the Project for work performed or debt service owed for periods prior to the date of this Agreement, irrespective of when invoiced or paid, have been allocated to the City and ACSA through the setting of water rates for each of the City and ASCA using the allocation percentages set forth in the December 1, 2003 Agreement.  Costs for work performed and debt service owed related to the Project include the costs of engineering, construction, legal and land costs, administrative, debt service, establishment of reserves and related expenses (hereinafter collectively referred to as the “Debt Service Charges”).  RWSA’s water rates have been determined and calculated, and shall continue to be determined and calculated, as provided in Article VII of the Four-Party Agreement and the Working Agreement on Urban Area Wholesale Flow Allocation and Billing Methodology dated January 24, 1983 by and among RWSA, ACSA and the City (the “Working Agreement”), as the same may be amended from time to time.  

2.
Allocation of Future Project Debt Service Charges Related to New Ragged Mountain Dam.  Except as otherwise provided in Section 3 below with respect to allocation of Debt Service Charges for the SRR-RMR Pipeline (as defined in Paragraph 1(d) of the Project Agreement), RWSA shall allocate all other Project Debt Service Charges for work performed or debt service owed for periods on or after the date of this Agreement, irrespective of when invoiced or paid, by setting water rates in such a manner as to allocate 15% of such Debt Service Charges to the City, and the remaining 85% of such Debt Service Charges to ACSA, subject to adjustment as provided in Section 5  below.  Such Debt Service Charges shall include future debt service on RWSA’s 2005B Bond, which funded the alternatives analysis and the permitting process for the CWS Plan, which debt service prior to the date hereof was allocated pursuant to the percentages set forth in the December 1, 2003 Agreement.

3.
Allocation of Future Costs Related to SRR-RMR Pipeline.  RWSA shall allocate all Project Debt Service Charges related to the SRR-RMR Pipeline for work performed or debt service owed for periods on or after the date of this Agreement, irrespective of when invoiced or paid, by setting water rates in such a manner as to allocate 20% of such Debt Service Charges to the City and the remaining 80% of such Debt Service Charges to ACSA, subject to adjustment as provided in Section 5 below.

4.
True-Up Reimbursements for Previously Allocated Debt Service Charges Based Upon Increased Future Use.  In the event the actual water use of either the City or ACSA exceeds its allocation of the agreed-upon total safe-yield of the Urban Water System set forth in Section 6 below, the party exceeding its allocation shall make a true-up reimbursement payment (a “True-Up Payment”) directly to the other party for a portion of the previously allocated Debt Service Charges related to the Project, to be calculated as set forth below.  The amount of such True-Up Payment shall be the sum of (a) the True-Up Payment calculated for the Project excluding the SRR-RMR Pipeline (hereinafter, the “RMR Dam Portion”), plus (b) the True-Up Payment calculated for the SRR-RMR Pipeline (hereinafter, the “SRR-RMR Pipeline Portion”), in each case calculated as provided below.  Actual water use shall be measured pursuant to the metering plan provided in Section 7 below and determined based upon the actual annual average daily water demand of the City and ASCA over a trailing twelve (12) consecutive month period.  The first such period shall begin on July 1, 2015 and end on June 30, 2016, and continuing for each fiscal year thereafter.  The last day of any such period shall be the “True-Up Effective Date” for such period.  Each of the RMR Dam Portion and the SRR-RMR Pipeline Portion of the True-Up Payment shall be calculated by multiplying the sum of (a) all Debt Service Charges for such Portion allocated to both the City and ACSA for all periods on and after the latter of (i) the date of this Agreement or (ii) if one or more True-Up Payments have previously been made, the day following the True-Up Effective Date for the immediately preceding True-Up Payment, through the current True-Up Effective Date plus (b) the RWSA budgeted amount of all Debt Service Charges for such Portion allocated to both the City and ACSA for the fiscal year immediately following the True-Up Effective Date by a fraction, the numerator of which shall be equal to the amount by which such party’s actual water use, expressed as MGD, exceeds its current allocated share of the 18.7 MGD agreed-upon total safe-yield of the Urban Water System from the Project (initially 6.71 MGD for the City and 11.99 MGD for ACSA), and the denominator of which shall be the 9.9 MGD agreed-upon additional safe yield of the Urban Water System from the Project, and then multiplying such amount by a fraction, the numerator of which is the Debt Service Charges allocation percentage for such Portion initially agreed to for such party pursuant to Section 2 or Section 3 above, as applicable, as may have been previously adjusted pursuant to the second sentence of Section 5 below, and the denominator of which is such party’s initial percentage of agree-upon additional safe-yield pursuant to Section 6 below, as may have been previously adjusted by any increase or decrease to its allocated share of the agreed-upon total safe yield pursuant to the first sentence of Section 5 below.  The total cumulative True-Up Payments, if any, owed by either party shall be limited to the sum of (i) fifteen percent (15%) of the total Debt Service Charges for the Project excluding the Debt Service Charges for the SRR-RMR Pipeline and (ii) twenty percent (20%) of the total Debt Service Charges for the SRR-RMR Pipeline.  Each True-Up Payment shall be made within twelve (12) months of the True-Up Effective Date for which it was calculated.  An example of a True-Up Payment calculation is attached hereto as Exhibit A. 


5.
Adjustment of Allocation Base On Increased Future Use.  The increase in actual water use used to make each True-Up Payment calculation will be added to then current allocated share of the agreed-upon total safe-yield of such party and subtracted from then current allocated share of the agreed-upon total safe-yield of the other party for purposes of determining future True-Up Payments and for purposes of allocating any future Debt Service Charges for the Project.  The allocations of future Debt Service Charges set forth in Sections 2 and 3 above for each of the City and ACSA shall be adjusted to a percentage equal to such party’s newly adjusted percentage of agreed-upon total safe-yield multiplied by a fraction, the numerator of which shall be equal to such party’s then current percentage of Debt Service Charges and the denominator of which shall be equal to such party’s then current percentage of agreed-upon additional safe-yield.  Such adjusted percentages shall be used by RWSA to determine and calculate water rates for its first full fiscal year beginning one year after the day following such True-Up Effective Date and for each fiscal year thereafter, until subsequently adjusted following any subsequent True-Up Payment.  No further True-Up Payments under Section 4 above or adjustments to safe-yield allocations under this Section 5 shall be made if the result of such adjustments would reduce the allocated safe-yield of any party below such party’s actual water use as measured by average daily demand under the second sentence of Section 4 above.


6.
Allocation of Safe-Yield For Purpose of True-Up Reimbursements.  For the purpose of calculation of the True-Up Payments required by Section 4 of this Agreement and the adjustments of allocations required by Section 5 of this Agreement, the agreed-upon additional safe-yield and agreed-upon total safe-yield of the Urban Water System anticipated from the Project and initially allocated to the City and ACSA shall be fixed at the numbers set forth in the following chart, irrespective of the actual safe-yield resulting from the Project or any increase or decrease in actual safe-yield as a result of the passage of time or due to any other circumstance:
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In accordance with the chart, the City’s initial percentage of agreed-upon additional safe-yield is twenty percent (20%) and its initial allocation of agreed-upon total safe yield is 6.71 MGD; and ACSA’s initial percentage of agreed-upon additional safe-yield is 11.99 and its initial allocation of agree-upon total safe yield is 11.99 MGD.


7.
Data Acquisition (Metering) Plan.  Within 36 months of the date of this Agreement, RWSA shall complete a metering program to measure the City, ACSA and University of Virginia water usage the cost of which shall be allocated using the same allocation method used for operational costs as set forth in Section 11 below.  RWSA shall install, maintain, read and routinely test and calibrate metering devices to record the quantities of water delivered by RWSA through such meters to the retail distribution systems of the City, ACSA and the University of Virginia not less frequently than monthly and otherwise as agreed to by the City and ACSA.


8.
Water Conservation.  The City and ACSA shall engage in aggressive conservation methods, including system-wide water audits meeting AWWA standards; residential home water audits and annual reports on conservation status; outdoor incentives including drought resistant landscapes; irrigation certification; car wash certification; and other incentives for innovative water conservation programs.


9.
Dredging South Fork Rivanna Reservoir.  The City and ACSA agree to carry out a maintenance dredging project at the South Fork Reservoir to “target dredge” for Part I (segments 1, 2, 3 as identified in the HDR Engineering Inc. dredging study dated February 17, 2010).  This dredging project will be outside the DEQ VWP Permit No. 06-1574.  The specific details of the dredging project will be determined by the Board of Directors of RWSA taking into account the City and ACSA’s desire that it be market driven, cost effective and opportunistic.  The City and ACSA shall share equally the cost and related debt service charges of this dredging, up to a maximum project cost (excluding debt service charges) of $3.5 million.  This dredging is a joint maintenance project.  RWSA shall issue a Request for Proposals as the next step in implementation. 

10.
Value of the Ragged Mountain Property.  The City and ACSA agree that the value of the City property required for construction of the New Ragged Mountain Dam and which will be inundated by the expansion of the Ragged Mountain Reservoir at the Initial Pool Level and the Additional Pool Level (as those terms are defined in Paragraph 1(a) of the Project Agreement) is $765,000.00, which value shall be paid by ACSA to the City, upon commencement of construction of the New Ragged Mountain Dam.


11.
Except as otherwise specifically provided herein, the City and ACSA will continue to pay for routine labor, chemicals, supplies, power, and all other operational costs associated with water production for the Urban Water System on the basis of their percentage volume use as set out in the Four-Party Agreement, as supplemented by (i) Joint Resolution adopted in January 1983 (as such resolution was clarified by Resolution of ACSA dated March 17, 1983, and by Resolution of the City Council dated May 2, 1983, and modified by Joint Resolution adopted in December, 1983), (ii) the Working Agreement; (iii) Agreement dated October 26, 1987, and (iv) the December 1, 2003 Agreement, relating to the operation of RWSA’s Urban Water System and the division of RWSA’s operational costs between the City and ACSA. 


WITNESS the following duly authorized signatures and seals:  

[SIGNATURES ON FOLLOWING PAGES]




CITY OF CHARLOTTESVILLE

By: _____________________________
                                                      Mayor

COMMONWEALTH OF VIRGINIA

CITY/COUNTY OF ______________________________


The foregoing instrument was acknowledged before me this _______ day of ___________________, 20__, by __________________________________.





_______________________________






Notary Public
My commission expires:  



ID No._______________
ALBEMARLE COUNTY SERVICE AUTHORITY

By: _____________________________

Chairman

COMMONWEALTH OF VIRGINIA

CITY/COUNTY OF ______________________________

The foregoing instrument was acknowledged before me this _______ day of ___________________, 20__, by __________________________________.





_______________________________






Notary Public
My commission expires:  



ID No.________________




RIVANNA WATER AND SEWER AUTHORITY
By: _____________________________

Chairman



COMMONWEALTH OF VIRGINIA

CITY/COUNTY OF ______________________________


The foregoing instrument was acknowledged before me this _______ day of ___________________, 20__, by __________________________________.





_______________________________






Notary Public

My commission expires:  



ID No. 
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