
RESOLUTION ADOPTING AN EXCESS CAP A CITY CREDIT POLICY 
FOR WATER AND SEWERFACILTIIES 

WHEREAS, it is desirable to institute a policy to provide a credit (payment) to 
individuals who extend the Orange Water and Sewer Authority (OWASA) water and 
wastewater facilities where such extensions provide capacity beyond the needs of the 
individual's development; and 

WHEREAS, OWASA adopted a reimbursement policy on water and sewer 
extensions in February 1977 and revised this policy in April 1990 and July 1992 before 
rescinding the reimbursement policy in 1999; and 

WHEREAS, information on the proposed principles for an Excess Capacity Credit 
Policy has been provided to the Town of Chapel Hill, the Town of Carrboro and Orange 
County; 

NOW, THEREFORE, BE IT RESOLVED: 

1. That the OW ASA adopts the attached policy statement for excess capacity 
credits on oversized water and sewer facility extensions. 

2. That the policy shall be effective upon adoption and applicable to all water and 
sewer facility extensions dedicated to OWASA on and after the date of adoption. 

3. That the Executive Director be, and hereby is, authorized and directed to 
administer, implement, and enforce the adopted policy in determining any excess capacity 
credits due on water and sewer facility extensions within the OW ASA service area. 

Adopted this 9th day of March, 2006. 

~ 
Michael A. (Mac) Clarke, Chair 

ATTEST: 

andolph M. Kabrick, P.E. 
Secretary 



ORANGE WATER AND SEWER AUTHORITY 

EXCESS CAP A CITY CREDIT POLICY 
FOR WATERAND SEWER FACILITY EXTENSIONS 

PURPOSE: The Excess Capacity Credit Policy sets forth principles and guidelines for providing 
credit to developers who, at their cost, install water and sewer facilities with capacity in excess of 
their project's needs and which will support future development in the Orange Water and Sewer 
Authority (OWASA) service area, and which have been dedicated to and accepted by OWASA. 

BACKGROUND: All extensions of water and sewer facilities by parties other than OWASA 
must be performed in accordance with the policies and standards of OWASA. The extension of 
service may consist of constructing water and sewer mains, service lines, pump stations and other 
appurtenances necessary to serve a property. In some cases OW ASA requires the developer to size 
such facilities with capacity in excess of the development's needs to ensure the orderly development 
of the water and sewer system. In these situations, the OW ASA Board of Directors has determined 
that it is appropriate to provide a credit (payment) for a portion of the facility construction cost. 
Developers that fund projects with excess capacity may be provided a credit according to 
OWASA' s adopted Excess Capacity Credit Policy. 

A. Definitions: 

In this policy, unless otherwise provided, the following words and phrases shall have the meaning 
set forth below: 

a. "Base Size" - For water, the minimum base size main is the greater of 8 inches in diameter 
or the facility size necessary to provide adequate capacity to meet the fire flow and domestic 
water needs of the development, whichever is greater. For sewer, the minimum base size 
main is 8 inches in diameter or the facility size necessary to meet the wastewater needs of 
the development, whichever is greater. 

b. "Benefiting party or property"- the person, area, zone or property determined by the Board 
of Directors or its designee to be directly benefited by a specific water or sewer main 
extension. 

c. "Capital Improvement Plan (CIP)" - is a plan, which includes a listing of individual 
infrastructure projects and includes a schedule, estimated cost, detailed description and 
justification for each project. 

d. "Developer"- a person or entity who is developing his/her property. 
e. "Costs of extension" - the developer's actual, direct cost of constructing a water or sewer 

main extension. 
f. "Easement" - is a grant of the use of a parcel of land to OWASA for a specific, limited 

purpose, without including fee simple ownership of the land. 
g. "Public Water or Sewer Main" -the common water or sewer main directly controlled by 

OWASA. 
h. "Right-of-Way" - is a strip of land occupied or intended to be occupied by a street, alley, 

crosswalk, water main, sanitary or storm sewer main, storm drain, drainage ditch, or for 
another special use. 
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B. Applicability 

Whenever any developer is required to construct, as determined by OWASA, or has constructed a 
public water main, sewer main or other water/sewer facility, of a size greater than the base size, to 
which connections can be or will be made to serve property not owned by the developer, the 
developer may enter into a contract with OWASA for an excess capacity credit. Any credit 
provided for water and sewer facility extensions by the Orange Water and Sewer Authority shall: 

I. Be in accordance with OWASA's Water Extension Policy and Regulations, OWASA's 
Sewer Extension Policy and Regulation, OWASA's Standard Specifications for Water 
Distribution and Wastewater Collection Systems and OWASA's Schedule of Rates and 
Fees. 

2. Be made only where the facilities constructed will be available to serve individual customers 
outside of the developer's project and allow for future orderly development of the water and 
sewer system to serve other customers in accordance with policies of OW ASA. 

3. Be available only to the original developer and limited to the water and sewer system 
components which are in excess of the base size and where water and sewer components are 
so located as to serve other properties. 

4. Be for a period of ten (10) years from the date the Excess Capacity C~edit Agreement is 
executed by OWASA. No credit shall be provided by OWASA to a developer after the end 
of the ten (10) year period of eligibility. 

5. For water facilities, the excess capacity credit will be allocated from the OWASA Capital 
Improvements Plan. For sewer facilities the excess capacity credit will be paid from a 
surcharge collected at the time of connection and levied against all benefiting properties. 

6. Be consistent with other policies of the OWASA Board ofDirectors, such as policies on the 
extension of water and sewer lines or service into the University Lake watershed, and 
policies and standards for construction of water and sewer facilities. 

The developer, whether as the benefiting party or acting as the developer of a subdivision, 
commercial or industrial property shall be responsible for: 

1. The cost of installing all water and sewer system components within, by or through their 
property of a size and in accordance with OWASA's rules for the orderly development of its 
water and sewer system. 

2. The costs of extending and connecting water and sewer mains between their property and 
the existing water distribution and sewer collection system and/or improvement of existing 
mains, pump stations and appurtenances. 
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3. The initial financing of the water and sewer extensions both inside and outside the property 
of the developer with an excess capacity credit~ as detennined by OW ASA~ provided to the 
developer for costs in excess of their proportionate share. 

4. Providing all documentation required by OWASA for acceptance of the water and/or sewer 
facilities including but not limited to: certifications, record drawings, easements and rights
of-way sufficient for the construction~ operation, repair and expansion of the water and 
sewer system, including sufficient isolation from adjoining facilities within the boundaries 
of such easements or right-of-way. 

C. Eligibility 

An excess capacity credit may be made to a developer for expenses incurred in providing oversized 
facilities which are subsequently utilized by OWASA to serve other customers. No allowance will 
be made for any water or sewer facilities which are not designed to serve property outside the 
developer's project. 

1. Off-site Extensions: 

Mains or other system components subject to an excess capacity credit shall be those facilities 
between the current OWASA distribution or collection system and a subdivision or project and 
are so sized as to serve other properties and in excess of the base size or developer's capacity 
needs. 

2. On-site Extensions: 

Mains or other system components subject to an excess capacity credit shall be those facilities 
within a subdivision or project which are of a size in excess of the need of the project itself and 
are so located to serve other properties. 

D. Excess Capacity Agreement 

OWASA may execute an Excess Capacity Credit Agreement with any developer who constructs an 
extension with excess capacity in accordance with this policy. Following OWASA's acceptance 
and start of the warranty period for the water and/or sanitary sewer facilities, the developer shall 
submit to OWASA an Application for Excess Capacity Credit. The application shall include the 
final construction quantities, the cost for the water or sewer facility constructed, the minimum water 
and/or sewer facility size required to serve the developer's project, and the established oversize 
credit amount from OWASA's approved Rates and Fees Schedule. 

A letter from a professional engineer must also be provided indicating that the base water facility 
size was of adequate capacity to meet the fire flow and domestic needs of the development and that 
the base size should be used for purposes of establishing any capacity credit. 

For the sewer system a professional engineer must certify that the base sewer facility size was 
adequate to meet the sewer needs of the entire development. The Application for Excess Capacity 
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Credit shall be signed and sealed by a professional engineer registered in the State of North 
Carolina and signed by the developer. 

It shall be the responsibility of the developer to initiate and pursue the fmalizing of the Excess 
Capacity Credit Agreement. The Application for Excess Capacity Credit must be made within one 
year of the acceptance date of the improvements. The excess capacity credit period for each 
developer will expire ten (10) years following the day of completed execution of the Agreement but 
in no instances beyond eleven (11) years from date of acceptance of the water and/or sewer 
facilities for service by OWASA, whichever is earlier. 

In order to process the developer's application for an excess capacity credit, the following items 
must be submitted to OWASA: 

1. A lien waiver certifying under oath that all payments due to suppliers and contractors have 
been made and that there are no liens on the water and sewer system. 

2. Applicable documents associated with the acceptance of the water and/or sewer facilities as 
detailed in Section 4- Procedure for Approval of Water and/or Sewer Extension Projects of 
OWASA's Standard Specifications for Water Distribution and Wastewater Collection Systems. 

E. Basis of Payment 

For water facility extensions that comply with the conditions of the Excess Capacity Credit Policy, 
OWASA shall provide a capacity credit to the developer as a lump sum payment. For sewer facility 
extensions that meet the criteria for excess capacity as noted above, OW ASA shall provide a 
capacity credit as an annual payment over the term of the agreement. In both cases an 
administrative fee shall be deducted from the credit amount to recover the cost of administering this 
policy. 

OW ASA through the collection of an Excess Capacity Sewer Surcharge will provide a credit to the 
developer who installed the sewer infrastructure, as new users connect to or benefit from developer 
constructed sewer facilities. Any credits due will be disbursed at the end of each calendar year. 
Connections to the sewer system from the developer's own development or future phases of the 
same development are not subject to the Excess Capacity Sewer Surcharge. 

The following method shall be used to compute the amount of the capacity credit: 

Water and Sewer Mains: 
Cost per Linear 
Foot for (minus) 
Oversized Main 

Cost per Linear 
Foot for 
Base Size Main 

Pump Stations & Booster Stations: 
Cost per Gallon Cost per Gallon 
for Oversized (minus) for Base 
Facility Facility 

(times) Number of linear feet installed 

(times) Capacity (gallons) of facility 
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The per linear foot main cost or per gallon facility cost for the excess capacity credit shall be 
determined by OW ASA according to the average unit cost for comparable work based upon the 
previous twelve months averages maintained by OWASA's Engineering Department. 

F. Authorization, Interpretations and Revisions: 

The Executive Director is authorized and empowered to direct, on behalf of the Orange Water and 
Sewer Authority, the Excess Capacity Credit allocation as provided under this policy and to 
establish regulations for the implementation of this policy. Implementation and interpretation of 
the Excess Capacity Credit Policy is the responsibility of the Executive Director or his/her designee. 
The Executive Director is authorized to implement the policy and establish and implement 
regulations for water and/or sewer excess capacity credits. Such regulations are to be uniformly and 
equitably implemented but deviations from the regulations may be approved by the Executive 
Director. 

The Executive Director is authorized to withhold or terminate the Excess Capacity Credit 
Agreement for noncompliance by the developer with the policies and regulations of OW ASA. 
Where unusual circumstances exist, the Executive Director may request that the Board of Directors 
make the determination on the applicability of any water and/or sewer excess capacity credit. 

G. Appeals 

Appeal of decisions or interpretations of the Executive Director regarding the implementation of the 
Excess Capacity Credit Policy may be made in writing to the Board of Directors of the Orange 
Water and Sewer Authority. The appeal should state clearly and specifically the relief sought and 
reasons therefore. The decision of the Board of Directors shall be final. 

H. References: 

1. OWASA Schedule of Rates and Fees 

2. OWASA Standard Specifications for Water Distribution and Wastewater Collection Systems. 

3. OWASA Water Extension Policy 

4. OW ASA Sewer Extension Policy 

Revised: March 9, 2006 

Reviewed by General Counsel: --~1-("'"""''J~{..._o_C. __ _ 
Date 

Adopted by the Board: 
Date Clerk to the Board 
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