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MINUTES OF THE
EASTERN SHORE OF VIRGINIA
PUBLIC SERVICE AUTHORITY

A meeting of the Eastern Shore of Virginia Public Service Authority was held on
Tuesday, September 16, 2014, at 7:00 p.m. in the main conference room of the County
Administration Building, 16404 Courthouse Road, Eastville, Virginia.

Members present:

John Reiter, Chairman
J. T. Holland, Vice Chairman
Sean Ingram
Greg Hardesty
Bob Panek

Member absent:

Taylor Dukes
Carl Harris
Garrett Dunham
Felton Sessoms

Others present:

Janice K. Williams, County Administrator’s Office
William Prosise
Granville F. Hogg, Jr.

Call to Order & Establishment of Quorum:

The Chairman called the meeting to order and announced that a quorum was present.

Approval of Agenda:

Motion was made by Mr. Holland, seconded by Mr. Panek, that the agenda be approved.
All members were present with the exceptions of Mr. Dukes, Mr. Sessoms, Mr. Harris, and Mr.
Dunham and voted “yes.”  The motion was unanimously passed.

Statements from the Public:

Mr. Bill Prosise questioned if the PSA has had any discussions with James City County
regarding the operations of its Authority; for instance, who would hire the staff.   The Chairman
responded that the various items suggested by Mr. Prosise would all have to be determined.
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Approval of the Minutes:

Motion was made by Mr. Holland, seconded by Mr. Ingram, that the minutes of the
meeting of August 19, 2014 be approved.   All members were present with the exceptions of Mr.
Dukes, Mr. Harris, Mr. Dunham and Mr. Sessoms and voted “yes.”  The motion was
unanimously passed.

Review of Financial Statements:

A Budget Performance Report and Accounts Payable Report were distributed to the
membership.     It was noted that one invoice remains outstanding pending completion of work
tasks.

Chairman’s Report:

At the Chairman’s suggestion, the Board discussed the New Business agenda item at this
time – the presentation made to the Cape Charles Town Council on September 11th.   That
powerpoint presentation is set out below:

Town Council Work Session
September 11, 2014

Regional Wastewater System
Southern Node, Commercial, Phase 1

Potential Agreement with Public Service Authority
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What We Will Cover

• Background
• Treatment Cost
• Revenue and Affect on Rates
• Facility Fee and Plant Expansion
• Potential Agreement
• Way Ahead

2

Background
• Ordinance 20100621 – Cape Charles joins the Eastern Shore of

Virginia Public Service Authority (PSA).
• July 2010 – Southern Node Preliminary Engineering Report

(Cheriton & surrounding area); CC plant is least costly alternative
for treatment.

• Sufficient grant funding not available to yield affordable usage
fees.

• PSA develops smaller Phase 1 project to serve about 70
commercial properties around US 13/SR 184 intersection.

• PSA confirms that CC is interested in providing treatment service.
• PSA subcommittee formed (BOS, PSA, CC) to negotiate

agreement.
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Treatment Cost
Estimates

• Dec. 2013 - CC provided treatment cost estimate of
$0.01215/gallon.

• Jul. 2014 – PSA subcommittee requested CC to update the
estimate.

• Aug. 2014 – Treatment cost estimate of $0.01187/gallon.
• Excludes pump stations and collection system operation & maint.
• Based on 150,000 gpd average flow.
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Treatment Cost
Return on Investment

• Should treatment cost to PSA be adjusted to provide a
return on the Cape Charles investment in the new WWTP?

• WWTP cost (eng. & const.) $18.9 M
WQIF Grant - 7.9
ARRA Grant - 6.1
CWRLF Loan (0%/20 yrs) $  4.9 M

• $4.9M/20 = $245,000/yr
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Treatment Cost
Return on Investment (ROI)

• Design capacity = 250,000 gpd
• Estimated PSA flow of 15,000 gpd = 6% (15,000/250,000)
• Annual debt service related to PSA = $14,700 ($245,000 x 0.06)
• 5% ROI = $735; 10% ROI = $1,470
• Cost base for rate update = $650,128

@5% ROI $650,128 + $735/$650,128 = 1.0011
$0.01187/gal x 1.0011 = $0.01188/gal

@10% ROI $650,128 + $1,470/$650,128 = 1.0023
$0.01187/gal x 1.0023 = $0.0119/gal
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Treatment Cost
CC Commercial Fees

• Minimum, 0-2,000 gallons - $63.27/month
• 2,001 – 10,000 gallons - $3.90 per 1,000
• Treatment cost is about 63% of total wastewater rate.

Gallons Fee Per Gallon WWTP Per Gallon
1 $63.27 $63.27 0.63 $39.86

2,000 63.27 0.0316 0.63 0.0199
3,000 67.17 0.0224 0.63 0.0141
4,000 71.07 0.0178 0.63 0.0112
5,000 74.97 0.0150 0.63 0.0094

• CC rate structure front loads fixed costs into the minimum fee.
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Revenue and Affect on Rates
Potential Revenue from PSA

• 10,000 gpd x $0.012 x 365 = $43,800 per year
• 15,000 gpd x $0.012 x 365 = $65,700 per year
• 20,000 gpd x $0.012 x 365 = $87,600 per year
• 25,000 gpd x $0.012 x 365 = $109,500 per year
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Revenue and Affect on Rates
Offsetting Fixed Costs

• About 75% of WWTP operating costs are fixed.
• PSA revenue offsets fixed costs otherwise included in CC rates.
• Example at 15,000 gpd:

$65,700 x 0.75 = $49,275
• Potential affect on CC rate:

$49,275/$1,032,605 = 0.048
$63.27 x 0.952 = $60.23 (about $36 less per year)

• Reduction of rate dependent on PSA flow.
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Facility Fee and Plant Expansion
PSA Facility Fee

• Facility Fee calculation for existing buildings using proposed
new CC Class 2 factors and formula total about $223K.

• Existing buildings have on-site sewage disposal systems.
• The fee will increase the capital cost of the project.  Will need

to be recouped either through taxes or incorporated in service
fee.

• Could make other alternatives more financially attractive.
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Facility Fee and Plant Expansion
Capacity & Expansion

• Existing permitted capacity is 250,000 GPD.
• About 100,000 GPD capacity remaining, 800 Equiv. Res. Conn.

(ERCs).
• Doubling capacity to 500K GPD would cost about $5M.
• Incremental expansion to 350-375 GPD costs much less, maybe

$2M.
• Also, need reuse pipeline to Bay Creek; $0.5M.
• Required capacity at full build-out is about 750,000 GPD.
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Facility Fee and Plant Expansion
Funding Sources

• If 20,000 assigned to PSA, 80,000 GPD remain, or 640 ERCs.
• 640 x $6,600 = $4.2M reserved for plant expansion.
• Reaching existing capacity triggers Annexation Agreement cost

sharing provision for expansion.
• At existing capacity customer base increases by about 2/3,

generating significant increase in usage fees.  A portion could be
utilized.

• 640 more buildings @ $400K = $256M increase in tax base; at
current rate $700K additional annual tax revenue.  A portion
could be utilized.
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Potential Agreement
Elements

• Scope of Services – Treatment, etc.
• Sewer Use Regulations
• Maximum Volume and Adjustment
• Price of Services
• Procedure to Adjust Prices
• Billing and Payment for Services
• Facility Fees
• Term of Agreement
• Termination Procedures
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Potential Agreement
Goals

• Promote economic development mutually beneficial to both Town and
County.

- Maintain consistency with Town and County comprehensive plans.
- Prevent development on US 13 from negatively impacting the
Town, both from a business and environmental perspective.
- Historic Town Overlay District recommended by Planning
Commission.

• Reduce Town wastewater bill by $X/month.
- Treatment service generates some amount.
- Additional services (billing, maintenance) to PSA could generate
more.

• Prepare financially for future wastewater and water infrastructure
expansion.
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Way Ahead
Downside of Not Partnering

• No additional revenue.
• No rate reduction.
• No influence on US13/SR184 development (proposed

overlay).
• Likely that County/PSA would build small treatment plant;

CC taxpayers would participate through County real property
tax.

• No economy of scale for infrastructure, operations, etc.
• Development will still occur with either on-site or mass drain

fields atop the aquifer.

15
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Way Ahead
Council Action

• Consider treatment rate & elements/goals of an agreement with
PSA.

• Provide guidance and empower Town PSA subcommittee
members to negotiate draft agreement (September 18 Council
meeting).

• Draft agreement will be reviewed and approved by Council.
• Or, decide not to proceed and dissolve PSA subcommittee.
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* * * * *

Mr. Panek said that there was a very good discussion during the meeting on September
11th.      He then distributed documentation which is being presented to the Town Council on
September 18th as set out below and containing a proposed motion to be considered by Council:
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The Chairman said that while the PSA had been asked by the County to put aside the
issues of maintenance and billing until a Cape Charles proposal has been received, he felt it was
now time to start consideration of these types of issues.    With the consensus of the Board, staff
was asked to develop the County’s costs for same.

The Chairman noted that he had had much conversation with Hurt & Proffitt concerning
their recent comments on the Southern Node Project.   Additionally, a new cost estimate has
been received this date in the approximate amount of $2.5 million.   This estimate includes
service to each existing building in the proposed service area as well as individuals who later
indicated a desire to participate.   Lateral connections to any other parcels are not included.   The
estimate also assumes that the PSA will be installing the pumps and making the electrical
connections to the pumps.

Mr. Reiter reminded the Board that approximately $70,000 has already been spent on
preliminary engineering and anticipated that $100,000 in additional funding would be needed to
complete the final engineering work, bringing the project total to $2.7 million.   In light of this
increased estimate, the Chairman suggested that the PSA revisit the 50-50% ratio previously
recommended to the Board of Supervisors.   Staff was tasked with revising the prior ratio
spreadsheet using a $3 million project cost.

Noting that should an agreement be reached with Cape Charles, we do not want PSA
decisions to delay the project; therefore, he distributed a listing of remaining operational and
policy decisions still to be resolved.    He asked the membership to review this material and be
prepared to discuss and act on same at the next meeting.    He cautioned them to be prepared for
a lengthy October meeting.

Mr. Reiter commented that Hurt & Proffitt still owes us revised drawings and draft
specifications.  In addition, they are tasked with meeting with DEQ.  This final task will be done
at such time as an agreement is reached between the PSA, the County, and the Town of Cape
Charles.

With regard to the Hurt & Proffitt comments referenced above, two questions were posed
by the engineer requesting any standards/specifications that the PSA would like to have included
and any information about buildings/facilities that are planned in the service area in the near
future.  The Chairman stated that he had instructed Hurt & Proffitt to proceed as if there were no
special standards and no knowledge of new planned construction.

The Chairman asked if any Authority member had experience with ductile iron.   Mr.
Panek replied that Cape Charles has seen no problems with this material.  Some of the Town’s
larger force mains (10 – 12”) are ductile iron and the smaller ones (4 – 6”) are PVC.   PVC is
readily repairable but is easily broken.

In response to comments made last month with regard to a template that may be available
from the Town of Parksley, Mr. Panek indicated that he will pursue this with Parksley.
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Vice Chairman’s Report:

There was no report from Mr. Holland.

Reports of Committees:

(Hospital Committee):    Mr. Holland said that a very successful meeting was conducted
last Friday with the hospital.   Representatives from Riverside asked that no comments be made
public until all of its users can be contacted.    More details are expected at a future meeting.  Mr.
Larry LeMond and Mr. Rick Hubbard attended, representing the Board of Supervisors.   It was
noted that the hospital expects to break ground at its new location in November and move in
during the First Quarter, 2017.

(Northern Node Committee):   No Report

(Southern Node Committee):   This topic was discussed earlier.

(Economic Development Committee):   No Report from Mr. Holland.  In response to a
question from Mr. Panek, Mr. Holland confirmed that no contact has been made from the
Baldwin Family following Mr. Baldwin’s presentation to the Northampton County Board of
Supervisors and Planning Commission which spoke of partnering for the wastewater needs at the
Webster property.

Old Business:

There was no Old Business to discuss.

New Business:

A.  Copy of Presentation provided to Cape Charles Town Council on September 11th –
potential agreement with PSA.    This topic was discussed earlier.

Adjourn:

Motion was made by Mr. Holland, seconded by Mr. Hardesty, that the meeting be
adjourned.  All members were present with the exceptions of Mr. Dukes, Mr. Harris, Mr.
Sessoms and Mr. Dunham and voted “yes.” The motion was unanimously passed.

The next meeting of the PSA will be held on Tuesday, October 21, commencing at 7:00
p.m. in the main conference room of the County Administration Building, 16404 Courthouse
Road, Eastville, Virginia.


