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O&M AND CAPITAL COSTS PER A.F. FOR RECLAIMED WATER

The City's actual system-wide cost per acre foot for producing reclaimed water duning the most
recently completed fiscal year consists of two elements, an Operations & Maintenance (O&M) cost
element and a Capital cost element. The City’s actual system-wide cost per acre foot for distriburing
reclaimed water during the most recently completed fiscal year also consists of the same two cost
elements. For the purposes of this analysis only, the O&M and capital cost elements shall be divided
by the acre feet of reclaimed water produced at the City’s Reclaimed Water Treatment Plant(s), to

calculate the cost per acre foot.

The methodology for the necessary calculations is described below and illustrated in the attached
example calculations in Exhibit A-1.

I.  O&M Element

A. Expenses recorded in the City account(s) directly responsible for operating the reclaimed
water system (currently there is only one such account, 081-710-7127) shall be segregated

into three components: (2) ‘production/treatment,’ (b) ‘distribution’; (c)
‘administrative/support.” This segregation will be made on the basis the City’s Job Cost
Report for account 081-710-7127, which provides sufficient information to allow such

segregation.

B. ‘Administrative/support’ expenses shall be allocated to ‘production/treatment’ and
‘distribution’ based on the percentage relationship each has to the sum of the two.

C. Total direct ‘production/treatment’ and ‘distribution’ expenses shall be increased by an
allocation of expenses from (a) other City accounts whose personnel contribute to operating
the reclaimed water system and (b) other City accounts whose personnel are responsible for
overall management of the City’s Water Utility.

D. The specific City accounts whose persennel contribute to operating the reclaimed water
system may change over time due to Water Utility re-orgamuizations or other factors.
Currently, the specific accounts are: 081-710-7472 and 081-710-7137 (maintenance
functions); 081-710-7431 (water quality testing); and 081-710-7426, 081-710-7427, 018-710-
7428, and 081-710-7457 (engineering).

E. The bases of allocation for the current specific accounts whose personnel contribute to
operating the reclaimed water system shall be as follows and in the order indicated:

1. 081-710-7472: reclaimed water usage as a percentage of the sum of potable and
reclaimed usage.

081-710-7137: sum of 081-710-7127 non-power expenses and 081-710-7472 allocation
to reclaimed water, as a percentage of total expenses of 081-710-7157, 081-710-7177,
081-710-7227, 081-710-7237, 081-710-7117 (non-power), 081-710-7435, 081-710-
7472, and 081-710-7127 (non-power).

[
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081-710-7431: reclaimed water usage as a percentage of the sum of potzble and

1

reclaimed usage.

4. 081-710-7426, 081-710-7427; 081-710-7428; and 081-710-7457: reclaimed water
system capital additions for the year as percentage of sum of potable and reclaimed
systems’ additions, excluding additions of land and meters/services.

Since the preceding allocation bases for these specific City accounts are numerous as
well as complex, to simplify calculations, the net percentage results projected in the
City’s water rate model for FY 1999 shall be used.

L

6. That percentage is 11.9% of the total expenses for the specific City accounts.

7. This percentage shall be updated every three years, or when specific accounts change,
or when existing allocation factors change, whichever comes first.

F. The specific City accounts whose personne] are responsible for the overall management of the
Water Utility or for general administrative support may change over time. Currently, the
specific accounts are: 081-710-7416; 081-710-7417; 081-710-7418; 081-710-7432; 081-710-
7434; 081-710-7441; 081-710-7475; 081-710-7425; 081-710-7429; 081-710-7430; 081-710-
7470; 081-710-7217; 081-710-7437; 081-710-7438; and 081-710-7459.

1. Allocation bases for these specific City accounts are numerous as well as complex. To
simplify calculations, the net percentage results projected in the City's water rate model

for FY 1999 shall be used.

2. That percentage is 2.3% of the total expenses for the specific City accounts.

il

This percentage shall be updated every three years, or when specific accounts change,
or when existing allocation factors change, whichever comes first. :

G. Expensesin E and F shall be allocated to ‘production/treatment’ and ‘distribution’ based on
the percentage relationship of the two identified in B above.

H. Miscellaneous revenues and operating fund interest earnings available for financing the Water
Utility’s total O&M shall also be allocated between the potable and reclaimed water systems.
To simplify calculations, the percentage of these revenues allocated to reclaimed water in the

City’s water rate model for FYY 1999 shall be used.

1. That percentage is 6.9% of the sum of miscellanecus revenues and operating fund
interest earnings.

This percentage shall be updated every three years, or when existing allocation factors

change, whichever comes first.

1~
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3. The revenues allocated to reclaimed water O&M shall be distributad betwesn
‘production/treatment’ and ‘distribution’ based on the percentage rzlationship the
expenses of each has to the summed expenses of the two.

4. The ‘production/treatment’ revenues shall be deducted from the *production/treatment’
expenses.

1. The resulting totals for *production/treatment’ and for ‘distribution’ shell then each be divided
by the reclaimed water produced (in acre feet) for the given fiscal year, as reported by the
City’s Reclaimed Water Treatment Plant(s), providing the O&M cost per acre foot to produce
or distribute reclaimed water for that year.

I1. Capital Element

A. Capital expenditures financed by City Water Utility revenues shall be identified and
segregated. For FY 1999, such expenditures are composed of the following items: (a)
equipment with a unit cost greater than $1,000; (b) debt service payments on bonds secured
by water revenues, excluding amortization of any loss or gain on bond refundings; (c)
contract payments for capital water facilities (such as those related to the purchase of
private water companies); and (d) that portion of the Water Utility’s capital program
financed by annual revenues. These items may change over time. These capital
expenditures occur in City accounts too numerous to list. Should Pima County request a
specific listing by account and expenditure amount, the City will provide such a listing.

B. Capital-related revenues and other funding sources, exclusive of Water Utility revenues,
shall be identified and segregated from other revenues and sources. For FY 1999, such
capital-related sources are composed of the following items: (a) water system connection
fees; (b) area development fees recognized as revenue; (c) interest eamnings on the debt
service fund; (d) interest eamnings on the Central Arizona Project reserve fund; (e) interest
earnings from the settlement with Metropolitan Water Water Improvement District; (f) use
of funds originating in the Metropolitan Water Company reserve account; (g) use of funds
originating in the Central Arizona Project reserve fund; and (h) use of working capital
originating in the Water Utility’s operating fund. These items may change over time. These -
capital sources are recorded in City accounts too numerous to list. Should Pima County
request a specific listing by account and revenue/source amount, the City will provide such

a listing.

C. Capital expenditures in A above shall be reduced by capital sources in B above, resulting in
the net capital costs to be recovered from revenues generated by the sale of water.

D. The net capital costs shall be allocated between the potable system and the
production/treatment and distribution components of the reclaimed water sysiem by
restating net capital costs as the depreciation amounts on the respective systems and
reclaimed components for the given fiscal year. Any remaining net capital costs shall be
allocated based on the percentage relationship the assets of the potable system and each
reclaimed component has to the sum of the assets of the three. The following specific

allocation methodology shall be followed:
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Respective system asset identification shall be based on the City’s Property Register
which details the completed and installed water facilities of both the potable and
reclaimed water systems, the City’s ‘Holding Account’ which details the completed and
installed water facilities of both systems which are awaiting entry on the Property
Register, and the City’s ledger for construction work-in-progress which details the
water facilities of both systems cwrently underway but not completed. In all cases,
asset identification shall exclude meters, hydrants, and any other customer-related asset
costs, since customer-related costs are excluded from this agreement. Contributed
capital for the respective systems shall also be identified and deducted from the

previously identified asset totals for each system.

The asset total for the reclaimed system shall be segregated into three components:
‘production/treatment,’ “distribution,’ and ‘other.’ Specific accounts, too numerous to
list, in the City’s Property Register, Holding Account, and the ledger for construction in
progress, provide the necessary segregation. 'Other’ shall be allocated to
“production/treatment” and ‘distribution’ based on the percentage relationship each has

to the sum of the two.

Assets, such as ‘general plant’ which cannot be specifically identified as belonging to
either the potable system or the reclaimed system, shall be allocated to the potable
system and to the ‘production/treatment’ and ‘distribution’ components of the reclaimed
system based on the percentage relationship each has to the sum of the three.

Following the determinztion of assets attributable to the potable system and the
‘production/treatment’ and ‘distribution’ components of the reclaimed system, the
depreciation for the given year, based on City Accounting depreciation factors for asset
types, shall be calculated for the potable system and the ‘production/treatment’ and

‘distribution’ elements of the reclaimed system.

If the sum of depreciation for the potable system and the ‘production/treatment’ and
“distribution’ components of the reclaimed system is less than the net capital cost to be
allocated, the remaining portion of the net capital cost shall be allocated among the _
three, based on the percentage relationship the assets of each has to the sum of the three.

The resulting net capital cost for the réclaimed ‘production/treatment’ and ‘distribution’
compenents shall then each be divided by the reclaimed water produced (in acre feet)
for the given fiscal year, as reported by the City’s Reclaimed Water Treatment Plani(s),
providing the capital cost per acre foot to produce reclaimed water for that year.



EXHIBIT A-1
7o Supplemenial IGA



Fw g atuy

R N TR B

S 09 E- WU ORI IIZ0 O

e P A A T T e s e S e ey e [ e Sy — by g R e Sl X
T T ¥ 3 Iecels birzis ¥ paanpuag 1y a3 10075 g
oo zacs nou'EGE§ obeesces i
wee
LS LETTT [T R LTs'Ty [REL-ipng
(TR Ll EETEI )
Py Rupimazdy
LR s ECEETRE Y
=i '
'S s 0ouBG 1L una'sTis [rineg
GUFL-NEL=TED
LTI ] ROFLUILT 190
[LEE AT} LrHCOIL-180
L T T LIZEol g 180
LT 41 BLkLO] L 180
DOHI TS BLFL-OLL- |40
ML RS GIRL01L- 180
LT ST L-1R0
LIETE 4 i FLbd-ali-iRn
MEIFELT LreL-alL 180
WA'TIrg FLEL-OIL1AD
v __ 'L a1y TOrL-alL-1am
H 0 LR T RUELDIL1RD
: OnLLT'ES LUFL-DI L IRD
Om'HEG' LS LILIR TR
YT
ot o' [ULR A o0 (9 [ILAF ST |mea)-ng
i
[T T LEFL AL IR
O &L REFL-DHL- 1RO
AWML R LTRL-m L b
NI TS LTS IFR T
ORLT LLkL-oIL-1Rn
0 GES LS LOILTIL 1A
[T TR ] CEFL-mIL 1R
30 -2
ol o g GOURIT IS OG0t LA
100w 193] T [Ty L
LRl = X - N
¥ Wara COO'RLE 1S Doo' 19 oea'TIEE (e L TR OOLE LS tiit-uii-irn
L |
_muhn.ﬂ”h M Bmmid abumsng  sepeapi I Hig gy o wameis) ey, g iy et
LALILTEEY L, 3 ’ #
paumpegay wagEn g naay T posf imng EIL TN g g waredg appeing gy s pRp—
— + tig apeya, WALSAS U Mo [
YIVe TILYIIR NIV ALy ANIYLIIaw
m_.n_..p..u "l__._.__-u. e __...__u.én..- JARI AN _hu_._._n_...:wH_ Jn ..__-._.__-._..__.._...u
YOl muamapdidng uy

1=¥ iy



] Bl b et St

Iy adg SCUT LIV 200l
on'ere'rt |Mivamyy 39 0
LN L
of L1} 1 4 139 wagpEaaadlag) s,
. o uf of I BUPL B30 Bisng |y
Vel L1
o woo ut [ 13 o1 g 113 ug IPEE-g
0 ] T3 [T us o SR | S ) e
ug ug g ut ut ot [P
i e o L " s By
1 e 0y
% L ug [ uf e [Fi- g
173 = [ ) n| g sy
of g e | 339114 p "s3upen i
af us ut
of Ut of FRRAIG F V@Y
o (i34 uf it s ] 1) SReRIE
L] ot ut i1 RS TR
L of of nt Fawmng g afemys
ui (111 (i1 4 114 PAJEIE L | R g
| e mnpepsanlagg
LT
00e'LHY' T [EILERIITY

Y LIRS WO R T

AT RLRE I
TN rnele_p iy imay o sagy
LIER TN H [ming anrstay |yl 0 eagy
LLETNRTTEA BUDASY JARIBY] QaEfy [0 28y
(AL ISHIANING (LAWY R
HE RS [P RET I EES T TEYETTI
N LLEY Pl B3R QA AT ey
"t a3 wiyg) Fhay
EITET TV o E33,] HI013F U0
i
' LEFTrE Enang
WA TR 1T A i gty
DL DAL § LEEN R T T
MHIOR 1T ARG 1))
HEELTE sl
YU
&, 1
"..“Hun“u._m_ "lmpmanay) adg aBwgnrgg L alwimaaiay oAy adwinsaua) wdg VER(| prammpe)asgg —— — o ”
13 :
I [Fairpzayp BRI LT | LN T raa,) 1mag riog + MRa) pamgnpayy B [LLTELT LN kg pjeuie,g Fana
- - J i K

+ ..ﬁ.ﬂ B|Eya,|

WALSAS W7 M
YAYU UALYIAE HOILYIU 1Y LALY JIWIVY 234
BRIy () e [y S g pamLaay] g ey

¥OI mawapldng o)
I=% 1 ey



S LR LN

ST LR Y DIV PO 00

ounLish T v Uil EUCTEL T
s HPEL OUORHEYIS i'neEs COULOGES  BOUTRCIIS LOO'RLS'SNS QUGS U TTI frisng
ag oy ORI ALY ming,| |resaisgy
oow'uLs [T "owm T SR R EENT TR T AR
us ™ ug sumeniy|
UG5S [ CLA R BOU 109 S AN 3 Lalagy
COIDUIN S LT 0005E0°TE oG0S wnpmiunen | ang aRaing
o0 Lol LS D00 L0 (S von 15168 CURSE'EEE SR ARG
ot uwh samng i) sfanig
OU'TFCINE pOWTRCIIE DOO'SNT AT S o0 18T WAUAES 00, a0 g
03 ot vl iy
regaaflad |-y imapimny
o00'9RT'INE O0O'GOEFIE UGG PSS OO0 LR FITE B3R U R RIEL
DO 69 61 000 T9EE DOUOL I 0 00 5 , wneaay Buipga | sy
O RED'E S fimunasy Tuypjeg)
Lo UL IS 000GLE'FIE DOUCER'GEES DU RLR'E RS aspngBagy Apavddnagy prisy,
[T [T TR LIS W] [miauag) sy
e "t W'l o0U°E81 FLES [ BOUPIRES  ooo'cen'til  poo'tou'ens OUUOI RS OUO'VLI'SEVS L
(T TTEY] [T [T il L CVEILEL T Y
ool § 000'CEN'9ES  mOULZIEIS  ona'fol'cel OOk Tags L TE pwang
wo ekl LA LR por RS T IKE] [T L] DOULLT LS T kL HAFLINILE prishe ) prEmayaneny
005" LBLS oUO'LELHE A FOEOES swempdj) 3 agARR] Y )
L oou'Lstioes  ooo'ozarls  poo'rRIfet ooO'TISLENE  DiELE1EELY prinang
looo'rrets) ouaiLe (% DUD T 168 EVELELTH
T w LT GOUPTE'TE  DOO'LA9ES  DOURUCENS  ooo'rRI‘CE ORTITLENT DO LS TRELS g
IS wrp g sy
00'TUY (8 U SUS TS DOOTS0'CE {29 Ty 2300 TAPNIS] 130
[T omoLIEls Fumiphy
o Loe s [ T T E TR N TR Tapsang o vEapY
LT T 4 T LT T T LT TR ] sy | b 2o
oo0'L1'15E pon' LI 15 s CONPIFINE  OLEYLETE B UL T TR T
o 18R oo’ 125708 o ILE 8 saenng 1wy afnenig
DO LEY 61 000" LA 61 OHTEE SIS DUHVRIT'EENS LT T R
eo0°elT" 1S pOO'REE LS [LE IS YIRS pimcy
sappaifngg Lasilaag
R NELIRY
[AvIpoag  aBepussaagely  afejuesasg  alegusss s wepnquang edepmaaasg alg  peny pawmpEjaag sy PR o o iy o
Pamgrpayg [ELTLIRE| ep ALy [SLER |  pady] nmng EICLITH] + poay pawm gy FLCTETe ] wapdg apqepn,y  Aigg) Anm s Ll o |
4 wlg apyma, MALEAS WALYAM AAWI¥IDAN .

¥ 0L (mpwamayddug oy
=¥ 3y

VAVSl diLy 138 HDILYICILY

150 —.___:.__s.wu (LR ] JAPE Y [PIRHRAIE] fi (RLTH LT TR TNy



I LR LA O VT FIATO O

ussiiEan||E ue po Bonjil ) J3IR) pAjRE B gl Cjaagean i tEnadas Funngejneg 3o g SalAy v foy unggmimsngug

“aaimp papgn s [l e uspEgasalip dng wnmuLog
B T ] P o B b e b

T TG AT,

a1 L3 T R

ARET L T AR

e peanpaa g e i R

1 ot LR 13 117 AT

000 R0°ES oon'tet s [rinl
SN 160'TE one'rel'is ALY
og (19 gy maqapasidagg
” -l..r- _ LT l_’_.l MY
yra_y riple]y tlsmmpmng
o’ | B0'LT [T} iy By
Hapuperay) van_y puaple y ivp)
LT | LT Wik 007 P09 00 LY [ bl [T RR T4 oun'awre’iin My AL,
Lol G4 S CHFEE (LS COHFULL g praaBn g f s mny InAgENay (eI |,
DUD'RILE GO ERIES BOUE LFR IS P | |RIAUL) FIRD)Y
i LA vt OO0 VNS 0 PONRLEES  DOWCREIIE UDOEIEES DOUELCERS  DOUTANGLIE frst-Arg
[T DO LU S ' 199°r Enmapd] | g SRATIRY (BT
oy U0 FLG' TS OO CrETI IS OHYRLE'RIE L6 GEE UL CELE (LR
(4] paay dwpusaang wdg  edwpmizan,)  alepuadasy  wepmqpapepg dTwpeaaasg 045 aEy() peE Ry T ] WOy maLL g Ty g for
prisjepaay LRI TR ST Urjpriy|apnigy [LLEN] e podg tuing HIG LI & o] pamEpaay ey FULITELT TN usapedi apqain,] AW SHRAL Faned
L LN | WALSAS WALYM AMWIVIDAN

FAVU 0ILYIIN HUOILYIWITY

sp£a) (uppliEy e A SPE) AA00AY PAVIIEEIAR] I AR

¥l pmpeamagddng o)
=¥ i g



EXHIBIT B
To Supplemenial 1GA



O&M Costs

Cost Per AF Produc-d

Capital Costs !

Cost Per AF Produced

Total

Cost Per AF Produced

FY 19899 Reclaimed Water Produced (AF)

Environmental Rate

Effluent Recovery Rate

Operating Expense Component of Reclaimed Wheeling Rate
Minimum Production Component for Non-Metropolitan Effluent

Reclaimed Cost of Service
Preliminary FY 1999 ACTUALS

Prod/Treatment

51,991,000
sra9.9f

$1,294,000
512343

$3,283,000
534334

Distribution

£5362,000
53453

33,091,000
528483

$3,453,000
332036

10,4539

Supp. IGA Reference

Sobsee. 5.2.2.1
Subsec. 6.5
Subsec. 12.3

Subsec. 4.1.3

: . L . . -
For this preliminary caleulation, capital casts have not been allocared on the
bases of depreciation and asset relationships, but rather on the sole basis
of asset relationships. Final caleulations will be based on both depreciation

and asset relationships.

! The methodelogy in this agreement has been negotioted between the parties
and deparis from the City's standard methodology used in water wtility rote studies
in the following wavs: 1) Customer costs and tax costs have been excluded
Jrom toral costs: and 2} cast per acre foot has been calculated on the basis of warzr

produced ratker than waer sold

ExhA-]&Bfina

Exhibit B

to Supplemental IGA

Total

$2,353,000
523444

54,383,000
541826

36,738,000
Fe42.70

5224.44
5189.91
534.53
5135.91
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WHEN RECORDED, MAIL TO:

HECTOR MARTINEZ
Administrator

E.zal Estate Division

201 North Stone, Sixth Floor
Tucson, Arizona 85701

CONSENT

This Consent is hereby granted to the City of Tucson, Arizona (the "City"), by Pima
County (the “County™), this day of February, 2000.

WHEREAS, the County is the owner of certain parcels of real property located in Pima
County, Arizona, described by Pima County Tax Code Parcel Number as:

103-04-001F
103-06-004F
103-06-092F
101-20-051C
101-19-0020
101-19-0030
101-06-006C
214-01-0260
214-01-014A
. 214-01-013C
. 214-01-017D
.214-04-042B
. 214-04-042D

SO DYRNO U AW N e

L T e

In addition, Pima County is the owner of various parcels listed under Parcel Code Number 559-
92-9993, including the Sunset Road Right-oi-Way, and any other such parcels as may be located
neer the Santa Cruz River betwesn Roger Rozad and Ina Road; and



WHEREAS, certain portions of the above-listed parcels are located within the riverbed of
the Santa Cruz River, between the banks thereof; and

WHEREAS, certain effluent is discharged into the riverbed of the Santa Cruz River; and

WHEREAS, the City has requested that the County consent to the use of the reach of the
Santa Cruz niver that flows through the above County Parcels as a Managed Recharge Facility

under Arizona Revised Statutes §§ 45-801 ef seq; and

WHEREAS, Pima County is willing to grant this Consent according to the specific terms
of the Supplemental Intergovernmental Agreement between the City of Tucson and the Pima
County (“the 2000 Supplemental IGA™), to which this Consent is attached as Exhibit C.

NOW THEREFORE, Pima County hereby agrees to the following:

1.

The County hereby grants to the City consent to contain and transport effluent
which flows over the above-listed Pima County parcels for the purposes of
operating an underground storage facility pursuant to Permit No. 71-543944.0001
(the "Permit") or any subsequent underground storage facility permit issued by the
Arizona Department of Water Resources to the City for a managed recharge
project for this reach of the Santa Cruz River. Some of the parcels of land located
within this reach of the Santa Cruz River are listed under a common parcel
number: 599-99-5993; by this Consent, Pima County hereby grants the City
permission to use any such parcel located in the bed of the Santa Cruz River
between Roger Road and Ina Road for purposes of a Managed Recharge Project.

Said Consent shall run with the land in favor of the City of Tucson for the
duration of the permit, or any extension or renewal thereof, and shall be binding

on successors and assigns.

Pima County has executed this Consent as of the date written below.

By:

C.H. HUCKELBERRY
COUNTY ADMINISTRATOR

This ___ day of February, 2000.



