G.2
ATTACHMENT A

REPORT TO
MAYOR AND COUNCIL

PRESENTED: JULY 9, 2018 - REGULAR AFTERNOON MEETING REPORT: 18-102
FROM: ENGINEERING DIVISION FILE: 0400-65-04
SUBJECT: GVWD AMENDING AGREEMENT - JERICHO RESERVOIR

RECOMMENDATIONS:

That Council authorize execution of an Amending Agreement with the Greater Vancouver Water
District, presented substantially in the form provided as Attachment A to this report, in order to
provide a fixed cost and payment schedule for remaining works in the Langley-Surrey Water
Supply Scheme; and further

That Council direct staff to include costs and payments as outlined the Amending Agreement, in
the capital budget for 2023, 2024 and 2025.

EXECUTIVE SUMMARY:

When joining the Greater Vancouver Water District (GVWD) in 1989, the Township agreed to
construct and/or provide financial contribution towards a number of Works. The Jericho
Reservoir is the one outstanding facility to be constructed from this original agreement. The
Township’s share of this Work has been calculated at 66.28% of the actual costs.

The intent of the proposed amendment is to provide the Township with the opportunity to pre-
pay the future costs associated with the second phase of the Jericho Reservoir project,
anticipated in the late 2030s, with specific timing subject to change based on future demand
trends. The proposed payment scheme would limit the Township’s liability for any possible
future cost escalation of the second phase. Costs would be $4,091,573 in each of 2023, 2024,
and 2025.

PURPOSE:

To request Council enter into an Amending Agreement with the GVWD, which would provide
cost certainty for Phase 2 of the Jericho Reservoir.
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BACKGROUND/HISTORY:

The Township of Langley and GVWD entered into an agreement in 1989, which facilitated the
Township to join the GVWD. As part of the agreement, the Township agreed to pay for a
portion of a number of capital works projects required to provide adequate water supply to the
Township. The agreement was modified in 1998 to account for revised water demand
forecasts.

The only remaining work from this agreement is the design and construction of the Jericho
Reservoir. The project consists of 2 phases: Phase 1 comprises a two-cell reservoir having a
combined total storage volume of 20.6ML and the valve control chamber; Phase 2 comprises
the design and construction of an adjacent cell having a volume of 18.5ML. The Township is
obligated to pay 66.28% of the cost of this project based on the agreement. Tendering of Phase
1 is imminent, and the Township has confirmed a payment schedule for this Phase.

DISCUSSION/ANALYSIS:

The intent of the proposed 2018 amendment is to allow the Township to pre-pay the future costs
associated with the second phase of the Jericho Reservoir anticipated in the late 2030s (timing
is subject to change based on future water demand trends). Based on the detailed design cost
estimate of $13.3M in current dollars, the future cost in 2037 was projected at $24.02M using
3% inflation. Township of Langley’s portion would be $15.92M. The payment scheme would
limit the Township’s liability for any possible future cost escalation of the second phase.

The proposed 2018 amending agreement would eliminate the possibility of potential cost
escalation, as has been experienced with regional projects in the past with the Barnston Island
Maple Ridge Pump Station project.

The City of Surrey will also benefit from the new Jericho reservoir and has a similar agreement
with the GVWD. Surrey is currently in the process of amending their agreement to provide for a
fixed cost and payment schedule for their portion of the Works.

Financial Implications:

For the Phase 1 Jericho project, there is a budget of $9.4 million in 2018, with $3 million funded
from DCCs and $6.35 million, funded through Internal Borrowing (Debt Reserve Fund) and
Water Surpluses. The balance, estimated at $10,780,124, is anticipated to be paid over three
years in 2020, 2021 and 2022.

Fixed costs for pre-paying the Township’s portion of the Phase 2 Jericho Works have been

calculated at $4,091,573 in each of 2023, 2024, and 2025, for a total of $12,274,719. This
funding would be required as part of the Township’s 5 year financial plan and budgets.
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Optional Recommendations/Alternatives:

If Council elects to not proceed with the proposed amending agreement, the existing agreement
would remain in place. As such, the Township would be responsible for 66.28% of actual costs
of construction of Phase 2 of the Jericho Reservoir, at the time of construction.

Respectfully submitted,
Dave McCormick
UTILITIES PLANNING ENGINEER

for
ENGINEERING DIVISION

This report has been prepared in consultation with the following listed departments.

CONCURRENCES
Division / Department Name
FINANCE DIVISION K. Sinclair

ATTACHMENT A 2018 Amending and Payment Agreement

ATTACHMENT B 1998 Amending Agreement
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Attachment A

AMENDING AGREEMENT

THIS AGREEMENT dated as of ,2018

BETWEEN:

GREATER VANCOUVER WATER DISTRICT
4730 Kingsway, Burnaby, British Columbia V5H 0C6

(“GvwWD”)
AND:
TOWNSHIP OF LANGLEY
20338 — 65 Avenue, Langley, British Columbia V2Y 3J1
(“Langley Township”)
WHEREAS:

A. GVWD and Langley Township are parties to a water supply agreement dated August
21, 1989, relating to the construction of certain water supply works by GVWD, as
amended by an amending agreement dated October 29, 1998 (the "Amended Water
Supply Agreement");

B. The Amended Water Supply Agreement requires that Langley Township pay its share
of the actual costs incurred by GVWD in constructing and installing such water supply
works, including the reservoir designated in the Amended Water Supply Agreement
as the Future Jericho Reservoir (the "Jericho Reservoir");

C. Pursuant to the Amended Water Supply Agreement, Langley Township’s percentage
share of the actual costs for the Jericho Reservoir is 66.28%;

D. Pursuant to a payment agreement dated June 7, 2017, GVWD and Langley Township
agreed upon a payment schedule pursuant to which Langley will pay its share of the
actual costs of Phase 1 of the Jericho Reservoir;

E. GVWD and Langley Township have agreed that instead of paying the actual costs of
Phase 2 of the Jericho Reservoir (“Phase 2”), Langley Township will prepay the
projected costs of Phase 2; and

F. The parties wish to amend the Amended Water Supply Agreement to reflect these
changes and agreements.

23784898
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the date first
written above.

GREATER VANCOUVER WATER DISTRICT
by its authorized signatory:

Carol Mason
Commissioner

TOWNSHIP OF LANGLEY
by its authorized signatories:

Name:
Title:

Name:
Title:
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