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    ITEM # __20__ 
Date: 01-26-16    

 
COUNCIL ACTION FORM 

 
SUBJECT:  WATER TERRITORY AGREEMENT WITH CENTRAL  
  IOWA WATER ASSOCIATION 
 
BACKGROUND:  
 
In January 2014 the City Council established as one of its goals to "Promote Economic 
Development." A specific objective under that goal was to negotiate with Central Iowa 
Rural Water Association (CIWA) to resolve the rural water service territory issue east of 
Interstate 35.   
 
As the City Council knows, current federal law preserves the right of CIWA to provide 
water service to the property east of Interstate 35 in the area where the Council hopes 
to expand our City limits for industrial land use. Federal law only requires a rural 
water entity to provide potable water, and not to a level that will assure proper fire 
protection to an industrial use that locates there. Therefore, it is extremely 
important that the City be able to provide water for both potable uses and fire 
protection to the industrial properties that will locate within the city limits as we 
expand to the east. 
 
Attached for the City Council's approval is a contract that allows for the buyout of 
approximately 1,200 acres of service territory from CIWA.  A summary of the highlights 
of this agreement is provided below. 
 
Area Covered By This Agreement (Exhibit I) 
 
The area covered by this agreement is reflected on Exhibit I and represents 
approximately 1,200 acres of land, most of which is along East Lincoln Way, involving 
property that has yet to be annexed into the City.  You will note that this area also 
includes a portion of the land along East 13th Street that was previously annexed into 
the City, and which is planned for regional commercial uses. 
 
Throughout the proposed contract, this area is referred to as the Phase I - Future 
Urbanized Area. This reference was important to City staff to indicate that it is the City’s 
intent to further enlarge our industrial area east of Interstate 35.  
 
Term of the Agreement (Paragraph 11) 
 
The agreement calls for a twenty year term. However, after ten years of the effective 
date, either party may unilaterally cancel the contract by providing a twenty-four month 
written notice to the other party. 
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Continuing Members (Paragraph 4) 
 
CIWA felt very strongly that they wanted to retain their eight existing customers, and 
also felt a responsibility to add new customers within the Phase I - Future Urbanized 
Area upon request. These are referred to as “Continuing Members” in the agreement. 
City staff would have preferred that CIWA not expand its customer base in the Phase I - 
Future Urbanized Area in order to assure that the largest possible amount of land is 
made available for large industrial entities to develop within the City. 
 
You will note that, as a compromise, CIWA will be able to add customers after the 
effective date of the agreement, but the amount of land that will be allocated to any new 
Continuing Member will be only one acre in size. 
 
Purchase Price (Paragraph 9) 
 
The agreement is structured so that a buyout is possible when an industrial customer 
chooses to develop on land within the Phase I - Future Urbanized Area. In order to 
assure predictability for industries who hope to develop in this area, the formula for 
determining the cost of buyout has been established in advance in this agreement. 
 
For the first five years of the agreement, the cost of the buyout will be $2,500 per acre. 
For the following five years of the agreement, the buyout cost will remain firm after it is 
adjusted for inflation based on the Consumer Price Index - All Urban Consumers, All 
Cities, All Items. If the agreement remains in effect after ten years, the buyout cost will 
be adjusted every five years in a similar manner. 
 
Release Of CIWA Service Territory To Continuing Members (Paragraph 5) 
 
If any Continuing Member within the Phase I - Future Urbanized Area requests water 
service from the City, the following three events must occur before the property will be 
released by CIWA to the City's water service territory: 
 
 1) Approval must be given by CIWA for the transfer 
 2) The appropriate purchase price must be paid to CIWA  
 3) A reasonable disconnection fee must be paid to CIWA 
 
Release Of CIWA Service Territory To Non-Continuing Members (Paragraph 6) 
 
Under the agreement, CIWA is required to release to the City the remainder of those 
properties not allocated to a Continuing Member. In those cases, the only event that 
must occur is for the appropriate purchase price to be paid to CIWA. 
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Requirements Of CIWA When Operating In The City's Right-of-Way (Paragraph 8) 
 
The staff had hoped that CIWA would agree to be subject to the provisions of the City's 
Right-of-Way ordinance. However, CIWA did not want to subject itself to this ordinance 
for fear that the requirements would add operating requirements in excess of what they 
are currently required to do when they work in Story County’s rights-of-way. 
 
In lieu of a blanket commitment to our ordinance, CIWA did agree to some of the major 
components of the ordinance. That should help reduce the possibility of damage to 
utility lines owned by the City and by other utilities in our rights-of-way. It should also 
make sure that City standards are met when certain types of construction are performed 
by CIWA, as well as eliminate the City's liability from claims arising out of CIWA's work 
or facilities being in the City rights-of-way. The agreement also grants this type of hold 
harmless promise to protect CIWA from claims arising out of the City’s work or facilities 
in the rights-of-way that might adversely affect CIWA. 
 
Sharing Of Water Consumption Information (Paragraph 12) 
 
It is possible under this arrangement that Continuing Members within the Phase I - 
Urbanized Area could be served water from CIWA and receive sanitary sewer service 
from the City. Because sanitary sewer service fees are traditionally based upon water 
consumption, it is critical that CIWA provide this information to the City so that sanitary 
sewer bills can be calculated. In response to this need, CIWA has agreed to provide 
water consumption information for any such Continuing Members to the City within 30 
days after the end of each month. 
 
Effective Date Of The Agreement (Paragraphs 16 & 25) 
 
It is important to note that this agreement will not become effective until: 
 
 1) The contract is approved by the United States Department of Agriculture and 
 CIWA’s financier, the National Bank for Co-operatives, and 
 
 2) The contract is recorded in the Office of the Story County Recorder 
 
 
ALTERNATIVES:  
 
1) Approve the attached agreement with the Central Iowa Water Association.   
 
    This agreement already has been approved by CIWA’s Board of Directors. 
 
2) Refer the agreement back to City staff to negotiate different terms. 
 
 Because the CIWA Board of Directors has already approved the terms of this 

agreement, it is unlikely that they will agree to any modifications at this time. 
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3) Reject the proposed agreement. 
 

This action will call into question how industrial development annexed into the City         
east of Interstate 35 will receive the appropriate level of water service to provide fire 
protection to the area. 

 

MANAGER’S RECOMMENDED ACTION: 
 
The City staff has been working diligently over the past year with the administrative staff 
of CIWA to develop a trusting relationship that has led us to finalize the attached 
agreement. Some might question if a better deal might have been negotiated for the 
City.  However, given the current level of protection granted to rural water entities by the 
federal government, this agreement represents an acceptable resolution of this issue.   
 
The resolution of the rural water issue paves the way for the City to next (1) modify the 
City's Fringe Area Plan to extend industrial land uses east of Interstate 35, (2) annex 
land along East Lincoln Way all the way to 590th Street, and (3) extend water and 
sewer lines into this area in accordance with the City Council goal to promote economic 
development. Therefore, it is the recommendation of the City Manager that the City 
Council support Alternative #1, thereby approving the attached agreement with CIWA. 
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