Lewis & Clark Water Supply Project Final Engineering Report

7. Project Costs, Operating Costs, Revenue and Funding
(Business Plan)

7.1. Introduction and Purpose

Lewis & Clark prepared a Feasbility Study for the project in 1993. The 1993 Feasibility Study
subsequently became the basis for the Federal authorizing legislation. The 1993 Feasbility Study
documented atota system reserved capacity of 23.469 MGD (million galons per day) for the 22 Lewis&
Clark member systems. The Federal authorizing legidation definestheleve of Federal grant participation
authorized for the project.

The date legidatures for the three dates in the project area have aso passed legidation authorizing the
project and state grant participation in the cost of the project. Since the project was authorized, Lewis &
Clark provided an opportunity for additiona water systemsto participate in the project and an opportunity
for the origind membership to make changes to the capacity reserved on the system and the point of
delivery for the water.

The purpose of this chapter includes:

> Adjustment of the origind project budget and establish amethod of cost indexing to account for
inflation;

> Summarize the current estimates of project costs and the anticipated sources of funding for the
project;

> Summarize the project schedule and anticipated revenues when portions of the project become
operationd;

> Summarize the anticipated water rate billing rate necessary to sustain the system once congtruction
iscomplete; and

> Hndly; Summarize project funding sources, needs and timing.

7.2. Project Cost Indexing

Congtruction of the Lewis & Clark project will span severa years and indexing of the project budget is
required to account for inflation. The Federal authorizing legidation for the Lewis& Clark project includes
aprovison for adjusment of the level of Federal grant participation on the basis of construction cost index
adjusments. Theleve of grant participation listed in the authorizing legidation was based on the project
scope and cost described in the 1993 Feasi bility Study and subsequent annud adjustment using congruction
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costindices. Reclamation hasthe responsibility to determinethe officid construction cost ceiling annudly in
accordance with the Cooperative Agreement.

The Cooperative Agreement (Cooperative Agreement No. 01- FC-60-1519) between Lewis& Clark and
Reclamation permitsthe use of Reclamation’ s* Congtruction Cost Trend” or other appropriate engineering
indices as the basis for computation of adjustments to the grant celling for the project. The sdected cost
index system is Reclamation' s Congtruction Cost Trend” index.

Index numbersweretaken from congtruction cost trends (CCT) that isavailable through Redamation’ sweb
dgte. Thevarious project componentswere distributed to the construction index categories shownin Table
7.2-1, asgppropriate. Certain miscellaneousitemsin Lewisand Clark's opinion of probableconstruction
cost were separated from the estimate and are prorated using the combined weighted index. Reclamation’s
CCT categories do not have indices for severd components of rural water systems. Therefore, some
adaptation and assumptions were necessary to select the gppropriate index category. The Lewis& Clark
opinion of probable congtruction cost entries and index categories are shown in Table 7.2- 1.

Table 7.2-1
Construction Index and Cost Categories

CCT Index Category Lewis & Clark Components
Steel Pipelines (>=24") Pipe >=24" diameter
Casing pipe, regardless of size
River crossings >=24"
Laterals and Drains (<24") Pipe <24" diameter
River crossings <24"
Pumping Plants Booster pump stations
Reservoirs
Water teatment plant
Collector well system and pump stations
Pumping Plant Accessories | Service connection buildings and equipment
Land and ROWs Easements and land purchases

Theindex for land and ROW'sfor South Dakotawas used for the project since Reclamation does not have
an index for lowa and Minnesota.

Reclamation provides CCT indices on a quarterly basis (January, April, July and October). The origind
opinion of probable congtruction cost was developed in 1993 in the Feasibility Study. It is assumed the
origind opinion of probable congtruction cost for the Lewis & Clark Project to be effective for October
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1993. Therefore, the construction cost numbers will be indexed from October 1993 to October 2001.
Copies of Reclamation’s published CCT indices for 1993 and 2001 areincluded in Appendix A-7.

Table7.2-2isabreak out of the opinion of probable construction costs excerpted from the 1993 Feasihlity
Study for the origina system, as authorized. These cogtsare digtributed to the various CCT index categories
asligedin Table 7.2-1. The opinion of probable congtruction cost showing the distribution of categories
used to generate the subtotals shown in Table 7.2-2 isincluded in Appendix A-7 for the origind 1993
Feasibility Study.

Table 7.2-3 isaliging of the various project components, the CCT categories and the index numbersfor
each category in October 1993 and October 2001. A combined weighted index was cal culated to index
the 1993 Feasibility Study opinion of probable congtruction cost using thisindex. The resulting index
number is 1.292559 for this period based on the composition of the Lewis & Clark Project. The average
annud index is 1.032598 (compounded) if October 1993 = 1.0 and October 2001 = 1.292559.

Table 7.2-4 shows the adjusment used to index the funding contributions from the various sources of
funding for the project. State and loca funding is dso be indexed in the same manner as the Federa
funding.

The capacity of the system, aslisted in Table 7.2-2 through 7.2-4, and as detailed in the 1993 Feasibility
Study is approximately 23.5 MGD. As mentioned earlier, these funds are based on the scope of the
project as envisoned in 1993. Some member systems have increased their reserved capacity since the
1993 Feadhility Study. Theincrementa cost for system changes (increases in capacity) isthe difference
between the present estimate of project costs and the adjusted cost for the origina project scope. The
funding sources for the added incremental costs will come from sources separate from the Federal grant
authorized for the project.

The same congtruction cost index adjustment will be used for annua adjustments of project budget for the
current scope of work on the project. Asthe project continues through the construction phase, the index
will be re-caculated on an annud basis and the index applied to the remaining funding after expenditures
have been deducted.
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Table 7.2-2
Opinion of Probable Construction Costs (1993)
Construction Cost Index Categories for Base Construction Appropriation Ceiling

Construction Cost Index Raw Water |Water Treatment| Treated Water Total
Categories System Plant System
Steel Pipelines (>=24") $ 13,793,000 | $ - |$ 82,170,000 $ 95,963,000
Laterals and Drains (<24") $ - $ - $ 52,387,000 $ 52,387,000
Pumping Plants $ 8,580,000 $ 25,681,000 $ 13,533,000| $ 47,794,000
Pumping Plant Accessories | $ - $ - $ 3,080,000 $ 3,080,000
Land and ROWs $ 287,000 | $ 500,000 $ 6,613,000 $ 7,400,000
Subtotal 1 | $ 22,660,000 $ 26,181,000 | $ 157,783,000 | $ 206,624,000
Miscellaneous Items (prorated):
Traffic Control $ 53,000 | $ - $ 509,000 | $ 562,000
Rock Excavation $ 56,000 | $ - $ 543,000 [ $ 599,000
Unlisted Items $ 417,000 | $ - $ 4567000 $ 4,984,000
Construction Contingencies | $ - $ - $ 24,449,000 | $ 24,449,000
Engineering $ - $ - |$ 26,013,000 $ 26,013,000
Lega & Administrative $ - $ - $ 7,169,000 $ 7,169,000
Environmental Mitigation $ - $ - $ 2,400,000 $ 2,400,000
Subtotal 2 | $ 526,000 | $ - $ 65,650,000 $ 66,176,000

ITOTALS |$ 23,186,000 $ 26,181,000 | $ 223,433,000 | $ 272,800,000 |

Note:

These costs are from the 1993 Feasibility Study and do not reflect the current opinion of probable
construction costs based on revisions to the Lewis & Clark project in the intervening time period.
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Table 7.2-3
Construction Appropriation Ceiling Adjustment
Index from 10-93 (Base) to 10-01

Construction Cost Index Project Percent of | Base10-93 | Actual 10-01
Categories Component | Total Project Index Index

Steel Pipelines (>=24") $95,963,000 46.44% 202 257
Laterals and Drains (<24") $52,387,000 25.35% 176 243
Pumping Plants $47,794,000 23.13% 192 235
Pumping Plant Accessories $3,080,000 1.49% 203 240
Land and ROWs $7,400,000 3.58% 145 206
To Be Prorated between all items $66,176,000 100.00%
Total $272,800,000
L ess Prorated ($66,176,000)
Costs to be Indexed $206,624,000

Construction Cost Index Percent of Total | Index Adjustment from 10- s/:\(/);]bflw?:d?

Categories Project 93 (Base) to 10-01 Ingex

Steel Pipelines (>=24") 46.44% X 257/202 59.0888%
Laterals and Drains (<24") 25.35% X 243/176 35.0055%
Pumping Plants 23.13% X 235/192 28.3113%
Pumping Plant Accessories 1.49% X 240/203 1.7623%
Land and ROWs 3.58% X 206/145 5.0880%
Index Factor 10-01 129.2559%
Note:
These costs are from the 1993 Feasibility Study and do not reflect the current opinion of probable
construction costs based on revisions to the Lewis & Clark project in the intervening time period.
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Table 7.2-4
Adjusted Funding Ceilings Indexed to October 2001

Tota Project Index 129.2559% x $ 272,800,000 = $ 352,610,035
. Index Factor 10-93 to Original Leve of Level of Funding
Source of Funding 10-01 Fundingin 1993 | Indexed to 10-01
Federal 120.2559% x |$ 213,887,700 = [$ 276,462,395
State 1292559% x |$ 27,280,140 = |$ 35,261,004
Local 129.2559% x |$ 31632160 = |$ 40,886,636
Total $ 272,800,000 $ 352,610,035
Note:

These costs are from the 1993 Feasibility Study and do not reflect the current opinion of probable
construction costs based on revisionsto the Lewis & Clark project in the intervening time period.

7.3. Cost Factors Addressed

The congtruction contractsfor the project will be prepared and administered under thetermsoutlined in the
Cooperative Agreement. The genera provisions of the agreement stipulate that Lewis & Clark will follow
the principlesof OMB Circular A- 110 for procurement procedures. Cost principlesshdl bein accordance
with OMB Circular A-122 “Cogt Principals for Non-Profit Organizations’.

Various factors must be addressed in the development of an opinion of thetotd project budget. Thetota
project cost includes congtruction cost and other associated costs required for design, project administration
and related cogts. These costs and factors are discussed briefly in the following paragraphs. Thefollowing
estimated costs are included in the total project cost and described in the following sections:

> Contingencies,

> Legd and adminigrative cogts (induding Federal agency oversight);
> Engineering cods,

> Land costs (land purchase, easements, rights-of way and gaff); and
> Environmenta mitigations cods.
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7.3.1. Contingencies

The opinion of probable costs of the project includes an dlowance for congtruction contingencies
amounting to 12% of the estimated construction cost for the project. The construction cost estimates
for the project are based on current (last quarter, 2001) prices for construction materials and recent
bids for congtruction projects of amilar size and complexity. This dlowance is assumed to include
contingencies for unforeseen conditions that may occur during the congtruction phase.

7.3.2. Legal and Administrative Costs

The project budget for the Lewis & Clark Project includes a 3.5% dlowance for legd and
adminigrative costs, induding Federal agency oversght. The project issomewhat uniqueinthefact thet
it involves condruction for public entitiesin three Sates, grant fundsfrom the Federal government, three
gtate governments and water systems owned by non-profit corporationsaswell asmunicipaities. This
unique st of circumstances makesit necessary to conduct certain lega research and form lega opinions
regarding anumber of organizationa and jurisdictiond issues affecting the project. Thelegd services
for the project are provided under the direction of Dorsey and Whitney, LLP. The budget for those
sarviceswas included in the original 1993 Feasibility Study.

The authorizing legidation for the project identifies Reclamation as the lead Federal agency to oversee
project adminigtration, design and condruction. Reclamation works with project sponsors in
deve oping and eva uating both the technica and engineering documentsand environmenta assessment
and NEPA compliance documents associated with the project. The roles of Lewis & Clark and
Reclamation are documented in the Cooperative Agreement for the project. Thisagreement establishes
adminigrative and technica requirements associated with project design, congtruction and OM&R
(operation, maintenance and replacement). The Cooperative Agreement also servesasthevehicleby
which appropriated funds can be transferred to the project sponsors.

Reclamation will providetechnica review, comment, goprova and/or concurrence of Find Engineering
Reports, National Environmenta Policy Act (NEPA) and Nationd Historic Preservation Act (NHPA)
compliance documents, design reports, fina plans and specifications, construction management plans,
start-up plans, OM& R plans, and water conservation programs. In summary, Reclamation’ sprincipd
role following project authorization is to see that appropriated funds are responsibly and efficiently
managed and utilized to design and congtruct awater systemn that will meet the needs of the identified
users, in accordance with the project authorization.

Banner/HDR/TRC Mariah 7-7



Lewis & Clark Water Supply Project Final Engineering Report

Reclamation’ scost to administer these dutiesis estimated to be 1% of thetotal construction costs of the
project. This 1% amount isincluded in the 3.5% of the total congtruction costsdlocated to lega and
adminigrative cogts. |f Reclamation isasked to perform additiona duties beyond the norma oversight
role, the costs associated with these tasks will come from funds budgeted for the specific tasks within
the project cost estimate. Any substantial cost changes will require a review of the Cooperative
Agreement and an amendment of that agreement by both parties.

7.3.3. Engineering Costs

Congderable effort will be required to provide engineering and other professiona servicesduring the
planning, design and construction phases of the project. The cost to provide engineering and related
sarvices is estimated to be gpproximately 12.6% of the total congtruction costs of the project. This
percentage representsthe rates used for the devel opment of total project budgetsfor each phase of the
project. Feesfor engineering and other serviceswould be negotiated. Thefollowing sections describe
these services.

7.3.3.1. Surveysand Other Field Data Acquisition

Survey information and other datawill be required for use during the final design phases. Survey
information will be required to develop a control network; establish coordinates for aerid
photography (if required); develop topographic survey information and maps for designs and site
grading; surveys to locate exigting property corners, rights-of-ways and easements; and other
survey information asmay berequired. A sgnificant amount of survey information isneeded for the
pipdinesfor route location and vertica control.

7.3.3.2. Geotechnical Investigations

Field investigations and laboratory testing will be undertaken to evauate subsurface soils and
foundation conditions for buildings, water tanks, pipdines, wdls, bored crossngs (highways and
rivers) and other project facilities. The geotechnicd investigation may aso include evauation for
borrow materids.  The evdudion will adso include an assessment of the need for cathodic
protection and stray current interference for the water transmission lines.
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7.3.3.3. Design Engineering

Thiscategory isfor the preparation of designsfor thevariousfacilitiesrequired for thisproject. The
main god is the preparation of plans, specifications, bidding and contract documents for the
solicitation of bids from congtruction contractors. Completion of this project will require multiple
congtruction contracts, due to funding and logica phasing of congruction activities. Also, multiple
congtruction contracts will encourage competition between bidders and provide opportunities for
more contractors.

7.3.3.4. Congruction Engineering (Administration and Obser vation)

Costs are included for engineering services and administering the numerous congtruction contracts
and monitoring congtruction activitiesrequired for this project. Congruction adminidration indudes
coordination with the contractors and project owner; review of shop drawings, review of pay

requests, negotiation and preparation of change orders; fina ingpections and preparation of punch
ligs; fina contract close-outs;, record drawing preparation; project start- up; and other rlated tasks.

Monitoring of congtruction activities and limited materia stesting is a so included under this budget
item.

7.3.3.5. Cultural Resources Preservation

Clearance from the State Historica Preservation Officer (SHPO) in each dtate is required before
ground disturbing activities occur in that state. Triba Cultura Resource Officeswill be advised of
the project scope and status as gppropriate. A programmetic agreement isbeing developed jointly
between Reclamation, Lewis & Clark and the State Historic Preservation Offices in each of the
three states. In generd terms, the agreement requiresthe project to conduct aliterature search for
al affected project areas and a pedestrian evauation of the fina pipeline route and locations for
dructures. If anareaisidentified asan areawith high probability for culturaly sgnificant resources,
feature relocation, Ste mitigation and/or congtruction monitoring may be required.

The literature search for the affected project area has been conducted as a part of the preparation
of the Fina Engineering Report and Environmental Assessment. Theresultsof the literature search
areincluded in Draft Environmental Assessment for the Lewisand Clark Rural Water System,
South Dakota, Minnesota and lowa prepared by TRC Mariah for Reclamation. The cogts for
services related to culturd resources preservation activities are included under engineering costs.
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7.3.4. Easementsand Land Acquisition

This project will require sgnificant effort and funds to acquire land and easements for congtruction,
operation and maintenance of the various project facilities. The costsassociated with land acquisition
and easements are difficult to estimate at this level of project development. Costs associated with land
acquisition and easementsinclude: costs of lega surveysand preparation of platsand exhibits; legd and
adminigtrative costs, staff costsand land agent codts; appraisals; title insuranceand coststo compensate
landowners.

The mgority of land cods for the project will be for obtaining easements for pipeine congruction.
Table 3.3-5 provides a prdiminary estimate of the width of temporary and permanent easements for
pipeline congruction for varying pipe diameters. Congruction of the pipelinewill requirealarger area
than will be required for operation and maintenance of the gpeline facility. Various methods of
compensation are availableto pay the affected landowner for the easements. A preiminary eimate of
easement and land cogtsfor pipeline congruction is summarizedin Table 7.3-1 for the raw and treated
water pipelines. Permanent easement cogt is based on a percentage of the fair market value of the
easement.  The percentage is based on pipe Sze range. No separate payment will be made for
temporary easement, but a separate payment will be madefor crop damage. 1t must be noted the costs
shown in Table 7.3-1 are prdiminary.

Table 7.3-1
Preiminary Estimate of Pipeine Land and Easement Cogts

Estimated Cost

Permanent Easement Cost $ 3,556,000
Payment for Crop Damage $ 1,584,000
Land Purchase for Pumps, Reservoirs, Connections $ 160,000
Subtotal $ 5,300,000
Legd, Adminigtrative and Staff Costs (25%) $ 1,325,000
Engineearing, Surveying, Exhibits (10%) $ 530,000
Other Expenses (10%) $ 530,000
Subtotal $ 7,685,000
Contingency $ 1,263,000
Tota $ 8,948,000

Crop damages will be paid for appropriate periods with respect to any damage to crops in the
temporary congtruction easement areaor any other area of the landowner’ sland outs de the easement
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areaswhichisdamaged during construction, and with respect to any damage to cropsin the permanent
easement following initia congtruction which is caused by maintenance or repair or Smilar activities.
Whether crop damages are paid with respect to initid congtruction activitiesin the permanent easement
will depend on the purchase price paid for the easement. Crop damages will be calculated on actua
average yields for the parcel in question less harvesting costs. The USDA Farm Service Agency has
minimum commodity prices (Ioan rates) which would be used to caculate the return per acre. Crop
production yields are dso available from Steate agencies.

Other land costs will involve land purchases for the water treetment plant, some of thewd| sites (plus
protected areas around the wells), pump station sites, reservoir sites and service connection building
gtes. Table 7.3-2 provides a summary of land costs and associated expenses for obtaining lands for
congtruction and operation of the Lewis & Clark project, including the pipdine land and easement
acquisition costs listed in Table 7.3- 1.

Table7.3-2
Summary of Estimated Land Costs for the Lewis & Clark Project

Water
Treatment
Pipeines Plant Wdls
Easement Costs $ 5,140,000 $ - $ -
Land Acquisition Costs $ 160,000 $ 400,000 $ 55,000
Subtotd $ 5,300,000 $ 400,000 $ 55,000
Legd, Adminigrative and Staff Costs (Varies)  $ 1,325,000 $ 25,000 $ 12,000
Engineering, Surveying, Exhibits (Varies) $ 530,000 $ 8,000 $ 6,000
Other Expenses (Varies) $ 530,000 $ 10,000 $ 6,000
Subtotd $ 7,685,000 $ 443,000 $ 79,000
Contingency $ 1,263,000 $ 37,000 $ 11,000
Totd $ 8,948,000 $ 480,000 $ 90,000
Tota Costs $ 9,518,000

An appraisa of each fee sitewhich Lewis& Clarksintendsto acquirewill be obtained for each parcel.
Periodicdly, as determined to be necessary or appropriate, Lewis& Clark will obtain appraisals of a
representative sample of easement parcels. Each appraisa will be conducted by a qudified, certified
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and licensed gppraiser. The appraisaswill be used asabassfor negotiating the purchase price of the
fee dtes and easements.

7.3.5. Environmental Mitigation

Project condtruction activities may cause the need for temporary and permanent environmenta
mitigation The project design and pipeline routes have been planned to minimize the effect on various
resources, however someeffectsmay be unavoidable. Cogtsfor the environmenta mitigation activities
wereincluded in the project budget ($2,000,000) in the 1993 Feasibility Evaluation and are one of the
eligible expenses for the project financing package and subject to indexing.

7.4. Opinions of Probable Cost

Opinionsof probable cost have been devel oped for the congtruction of the various project componentsand
OM&R of the project. These cost opinions are based on review of bid tabulaions of Smilar rurd water
systems in South Dakota and the region, bid tabulations for smilar projects in the region, cost estimating
guides and contacts with suppliers. OM&R costs are based on estimates of potential water processed
through the Lewis & Clark project, pricesof chemicals, power, labor costs and other miscellaneous costs.

Payment of taxesand feeswill include 4% salesand usetax in South Dakota, 5% sadlesand usetax inlowa,
6.5% sales and use tax in Minnesota, and a2% contractor'sexcisetax in South Dakota. Thetaxeswill be
accrued to the state in which the congtruction is physically located. In addition to the state taxes, there may
be building permitsrequired by loca zoning authoritiesfor fee Sites on which permanent Sructuresareto be
congtructed. The gpplicable taxes and fees are included in the congtruction cost estimates for the project
and are not listed separately in the project budget.

7.4.1. Probable Costsfor Construction and Related Activities

The opinion of probable congtruction costs for the Lewis & Clark Rura Water System includes
construction costs, contingencies, engineering, legal and adminigtrative cogts, land cogts, and costs for
environmenta mitigation The total project opinion of probable congtruction cos is summarized in
Table7.4-1.
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Table 7.4-1
Tota Project Opinion of Probable Construction Costs (2001)

Project Component Condiruction Land Cost Tota Cost tof
Cost Total
Collector Well Sysem (6 Stes) [$ 8,701,000 | $  90,000| $ 8,791,000 3.10%

Raw Water Pipeline System $ 17,312,000 |$ 322,000 $ 17,634,000 6.22%

Water Treatment Plant $ 36,134,000 [ $ 480,000 $ 36,614,000 12.92%
Treated Water Pipdine System | $ 211,695,000 | $ 8,626,000 | $ 220,321,000 77.75%
Totals $ 273,842,000 [ $ 9,518,000 | $ 283,360,000 | 100.00%
Congtruction Costs $ 273,842,000
Congtruction Contingencies $ 32,861,000 12.0%
Enginesring $ 34,504,000 12.6%
Lega/Adminigtration $ 9,584,000 3.5%
Land $ 9,518,000
Environmental Mitigation $ 2,585,000 $2,000,000 (1993) indexed to 2001

$ 362,894,000

Total Project Cost (2001)

The opinion of probable congtruction cost should be adjusted periodicaly as the project continues
through congtruction. The opinion of probable congtruction cost (work remaining) will be updated
annualy to account for inflation usng Reclamation’s CCT indexing method. Detailed worksheetsfor
the variousproject componentsinduding thewells, treatment plant and pipeline sysemsareincludedin
Chapters 4 and 5.

7.4.2. Probable Costsfor OM&R of System When Fully Oper ational

The opinion of probable annud costs for OM& R isimportant in order to budget funds, set water rates
and generate revenue to properly keep the system functioning and maintained so the system can provide
areliable water supply. The projections of OM&R aso include provisons for recurring repair and
replacement (R&R) parts and equipment for the sysem. The R&R account listed herein is not
necessarily intended to fund total depreciation of the system (long-term replacement costs).
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The OM&R cost projections were developed on the basis of present codts for energy, chemicals,

labor, R&R costs and other miscellaneous costs.  Annual cost projections should be adjusted

periodicaly asthe project gpproaches completion. Interim annua cost projectionswill berequired after
the project is operationd but not fully completed (only serving aportion of thetota membership). The
adjustmentsto OM& R cost estimates can be based on |abor cost trendsfor theregion. Adjusmentsto
chemica cogts and energy costs can be made on the basis of current market trends at the time the
budget update is made. The projected OM& R costsfor theLewis& Clark sysem areligedin Table
7.4-2.

Table 7.4-2
Opinion of Probable Annual OM& R Costs (2001) - System Fully Operational

Egtimated Annual Cost
Cost
N Raw Water Weater Treatment| Treated Water |Cost Component
Component Collector & o
. Plant Pipeline System Tota
Pipeline System
Power $ 630,000 | $ 1,436,000 | $ 700,000 | $ 2,766,000
Chemical $ - $ 994,000 | $ 50,000 ( $ 1,044,000
Labor 1 $ 29,000 | $ 1,456,000 | $ 233,000 $ 1,718,000
R&R Account | $ 90,000 | $ 251,000 | $ 350,000 | $ 691,000
Miscelaneous | $ 20,000 | $ 346,000 | $ 200,000 | $ 566,000
Totals $ 769,000 | $ 4,483,000 (%$ 1,533000|% 6,785000

1 Labor cost assumes 0.5 FTE (full-time employee) for Raw Water System, 25 FTE's for Water
Treatment Plant and 4 FTE's for Treated Water Pipeline System. This does not include
administrative staff.

The assumed annud average day demand is estimated to be 22 to 23 MGD when the sysem isfully
operationd at full development. Theestimated annua cost of $6,785,000 representsacost of $0.81 to
$0.84 per 1,000 gdlons sold. The cost per 1,000 gdlons may vary during the early phases of the
project from $0.89 to $1.07 per 1,000 gdlons s0ld to recover OM&R costs.

7.4.3. Member System Cost Responsibilities

The OM&R costs shown in Table 7.4-2 apply tothe Lewis& Clark systemonly. Lewis& Clark will
deliver water to its member systems at their service connection. Lewis& Clark will monitor anumber
of conditions at the service connection, including: pressure, member system reservoir leve (if
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appropriate), flow rate, tota chlorineresidua and other inputsasmay berequired. Lewis& Clark will
provide supplementa chemica feed equipment to provide an adequate chlorine residua at theservice
connection. Lewis& Clark will dso provide other supplementa chemica feed equipment to address
re-equilibriumyblending issues, as required (see Section 5.5).

Chemicd costsat member service connectionswill be alocated between the member sysemand Lewis
& Clark. Lewis& Clark will provide chlorination chemicals required to provide adequate tota chlorine
resdud at the point of ddivery. Therecaiving member sysemwill beresponsibleto provide chemicas
required to address re-equilibrium/blending issues for their system, as may be required.

Lewis& Clark will provide maintenance and pay for operating costsof al service and pumping stations.

Member sysems will be responsible for maintaining chemica feed systems at their point of ddivery.
Arrangements may be made with individua member systems to provide additiona services regarding
maintenance and monitoring of service connections and pump Stations close to their community or
sysem.

Lewis & Clark’s responshility will end at its delivery point. Each member system will continue to be
responsible for water quaity and OM&R codts within their transmisson, storage and digtribution
gysems. Member sysems will be responsible for 100% of the OM&R costs within their systems,
including water quality monitoring and reporting.

7.4.4. Edimate of System Administrative Costs When Fully Operational

Lewis & Clark will aso have on-going adminigtrative cogts that will continue through the congtruction
period and during the operational phase. These adminidtrative cogts are in addition to the personnd
codsliged in Section 7.4.2. These adminidrative costiswill have to beincluded in the billing cost per
1,000 gdlons.

Lewis & Clark’ s adminigrative costs include staff costs, office expenses and expenses related to the
Board of Directors. Adminigtrative costs should not be appreciably different after the sysem isfully
operational. Table 7.4-3 isan edimate of adminigtrative codts.
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Table 7.4-3
Egtimated Adminigtrative Costs When System is Fully Operationa (2001$)

Cost Item Estimated Cost

Staff Sdaries & Benefits $ 240,000
Board of Directors Expenses and Meeting Costs $ 25,000
Travel Costs $ 40,000
Office Expenses (including office renta) $ 75,000
Insurance $ 100,000
Professional and Service Fees (Audits, Engineering, etc) | $ 20,000

Total $ 500,000

The estimated annua cost of $500,000 represents a cost of approximately $0.06 per 1,000 gdlons
sold when the sysem is fully operationd at full development. During the construction phase, some of
the above cogts would be an digible expense under the congtruction funding package as legd and
adminidrative costs and are included in the project opinion of probable congtruction costs.

7.5. Projected Revenuefor System Operation

Projections of anticipated project revenue are needed to off-set project OM&R costs and generate
aufficient funds for long-term system repairs and replacement (depreciation fund). Thefollowing sections
provide a projection of income from system operation— from early operationsto full development of the
system.

7.5.1. Water UseProjections

Water use projections are provided in Table 2.4-3 and 2.4-4 for annua average day use and peak
month average day use for the years 2000 and 2030. The annud average day demand will be used to
compute annua revenues.

7.5.2. Revenue Egtimate by Congtruction Phase

The god of the Lewis & Clark system is to begin ddivery of water to a portion of its members
beginning in 2009 through the partidly completed water system. After 2009, additiond systemswill be
connected to Lewis& Clark through the completion of congtructionin 2014. Itisimportant to notethet
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the completion of the project is heavily influenced by the leve of funding gpproved by the various
funding sources and can affect the flow of project revenues.

Based on the project schedule, it isenvisoned sysemswould come onlineasoutlinedin Table 7.5- 1.
Section 6.3 provides adescription of project phasing and when systemswill be connected to Lewis &
Clark. Estimateshave been made of expenses using the same categories shown in Table 7.4- 2 foreach
year during the congtruction period. Expenses during the congtruction period will be less dueto lower
pumping codts, lower chemica costs and other factors. Table 7.5-2 is a summary of projected
quarterly demand, expense and income during the condtruction phase. Table 7.5-2 is based on an
annua average daily demand of 19.59 MGD, the year 2000 demand. Detailed worksheets used to
generate Table 7.5-2 are included in Appendix A-7.

Edtimates of adminigtrative cogtsfor thefully operationa sysem areshownin Table7.4-3. Itisdifficult
at thistimeto estimate the split between Lewis & Clark’ sadminigtrative costs, and project eigiblelegd
and adminigrative costs. Those costs that are associated exclusvely with the congruction of the
project aredigible costsfor the Federa grant funding onthisproject. Itisassumed approximatdy ? of
the costsshown in Table 7.4- 3 (excluding Board costs and professiond services cost) would beproject
eigible expenses. The other ? of the cost would be considered aLewis & Clark adminidrative cost
that would not be capitalized.

Therevenue shownin Table 7.5-2 isbased on abilling charge of $1.15 per 1,000 gdlonsasmetered at
the point of delivery. Therangeof potentid billing charges of $1.10to $1.25 has been presented to the
Lewis & Clark membership to consider in their planning and budgeting forecasts. The billing rete of
$1.15 per 1,000 gallonswas selected in order to generate apositive revenue stream starting withinitia
delivery of water in 2009.

The cost to produce water is projected to range from approximately $0.92 to $1.11 per 1,000 gdlons
sold during the early phases of the project during construction— thisincludes OM & R and adminigrative
costs. The actua hilling rate is subject to review and approva by the Lewis & Clark Board of
Directors. Other charges may aso be included to account for along-term depreciation fund and
“meter” charges.
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Table 7.5-1
Schedule of Member System Connections and Projected Water Demands
2000 Average Annual
Member Entity Capi?if/r\(/l\jd GD) Annual Daily |Cumulative Total
Demand (MGD) (MGD)
Connections Done by 10/1/09
Centerville 0.22 0.14
L ennox 0.40 0.17
Parker 0.49 0.17
South Lincoln RWS 0.25 0.18
Tea 1.00 0.13
MCWC (west) 1.00 0.45
Sioux Fals 10.00 10.00
Beresford 0.80 0.26
Totalsthis Y ear| 14.16 11.49 11.49
Connections Done by 12/31/10
Lincoln County RWS 1.40 0.66
Harrisburg 0.40 0.09
MCWC (east) 1.00 0.45
TotalsthisYear 2.80 1.20 12.69
Connections Done by 12/31/11
Rock Rapids 0.30 0.21
Rock County RWS (west) 0.15 0.11
Sioux Center 0.60 0.42
Rural Water No. 1 (west) 1.00 0.70
Hull 0.30 0.15
Totalsthis Y ear, 2.35 1.58 14.27]
Connections Done by 12/31/12
Luverne 0.75 0.75
Boyden 0.10 0.06
Rural Water No. 1 (east) 0.00 0.00
Sheldon 1.00 0.70
Rock County RWS (east) 0.15 0.11
Lincoln - Pipestone RWS 1.00 0.70
TotalsthisYear 3.00 2.32 16.59
Connections Done by 12/31/13
Worthington 1.73 1.73
Sibley 0.65 0.34
Clay Regional RWS (west) 1.00 0.48
Totalsthis Y ear 3.38 2.55 19.14
Connections Done by 12/31/14
M adison 1.50 0.45
Clay Regional RWS (north) 0.00 0.00
TotalsthisYear 1.50 0.45 19.59
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Table 7.5-2
Summary of Projected Income and Expenses During Construction Phase

Quarter
Federal Fiscal Year 1 2 3 4 Total Net
Income
(Oct - Dec) (Jan - Mar) (Apr - Jun) (Jul - Sep)
Avg Demand (MGD) 11.49 11.49 11.49 11.49
Quarterly Income $ 12058471 $ 12058471 $ 12058471 F$ 1205847
2010 Quarterly Expense $ 1,119195| $ 1,119195] $ 1,119195| $ 1,119,195 187,000
Administrative Costs | $ 40,000 $ 40,000 $ 40,000 $ 40,000
Net Income $ 46,652 | $ 46,652 $ 46,652 | $ 46,652
Avg Demand (MGD) 11.49 12.69 12.69 12.69
Quarterly Income $ 1205847 $ 1331583 $ 1,331583| $ 1,331,583
2011 Quarterly Expense $ 1119195| $ 1,168498| $ 1,168498| $ 1,168,498 416,000
Administrative Costs | $ 40,000| $ 40,000| $ 40,000 $ 40,000
Net Income $ 46652 $ 123086| $ 123086| $ 123086
Avg Demand (MGD) 12.69 14.27 14.27 14.27
Quarterly Income $ 1331583| $ 14976471 $ 14976471 $ 1497647
2012  |Quarterly Expense $ 1,168498| $ 1,269,748] $ 1,269,748 $ 1,269,748 687,000
Administrative Costs | $ 40,000| $ 40,000 $ 40,000 $ 40,000
Net Income $ 123086]$ 187900] $ 187,900 $ 187,900
Avg Demand (MGD) 14.27 16.59 16.59 16.59
Quarterly Income $ 1497647|$ 1740913| $ 1740913 $ 1740913
2013  |Quarterly Expense $ 1,269748| $ 1,418992| $ 1,418992( $ 1,418,992 1,034,000
Administrative Costs | $ 40,000 $ 40,000]| $ 40,000]| $ 40,000
Net Income $ 187900]$ 281921]3$ 281921|% 281921
Avg Demand (M GD) 16.59 19.14 19.14 19.14
Quarterly Income $ 1740913| $ 20087141 $ 2,008,714] $ 2,008,714
2014  |Quarterly Expense $ 1418992] $ 1553029] $ 1,553,029| $ 1,553,029 1,529,000
Administrative Costs | $ 40,000 $ 40,000 $ 40,000| $ 40,000
Net Income $ 2819211 $ 415685] $ 415685|F$ 415685
Avg Demand (MGD) 190.14 19.59 19.59 19.59
Quarterly Income $ 2008,714| $ 2,055610] $ 2,055,610 $ 2,055,610
2015 Quarterly Expense $ 1553029| $ 1596301] $ 1,596301|$ 1,596,301 1,549,000
Administrative Costs | $ 40,000| $ 40,000| $ 80,000 $ 125,000
Net Income $ 415685|$ 419309| $ 379309($ 334,309

Note:

Assumed billing rate per 1000 gallons= $1.15

Thebilling rate is subject to change and will be reviewed and approved by the Lewis & Clark Board of
Directors. The billing rate does not include other potential billing charges that may be developed, such asa
"meter” fee and long-term depreciation fund.

7.5.3. Revenue Estimatefor Fully Operational System

Table 7.5-3 summarizes the system in afully operationd mode a an annud average day demand of
19.56 MGD (projected year 2000 demand) and 22.1 MGD (projected year 2030 demand).
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Table7.5-3

Summary of Projected Income and Expenses During Fully Operationa Phase

Y ear 2000 Average Daily Demand (MGD)
Average Annud Daly Demand (MGD) 19.59
Annud Income $ 8,222,735
Annua Expense $ 6,385,205
Annua Administrative Costs $ 500,000
Net Annua Income $ 1,337,530
Y ear 2030 Average Daily Demand (MGD)
Average Annud Dally Demand (MGD) 22.08
Annud Income $ 9,269,087
Annua Expense $ 6,785,000
Annua Administrative Costs $ 500,000
Net Annuad Income $ 1,984,087

Assumed hilling rate per 1000 gdlons= $1.15
Note:
The billing rate is subject to change and will be reviewed and approved by the Lewis &
Clark Board of Directors. The billing rate does not include other potential billing charges
that may be developed, such as a"meter" fee or long-term depreciation fund.

TheLewis& Clark Board of Directorswill need to consider the actud billing rate and other chargesfor
water supply. The current estimate of $1.15 per 1,000 gdlonsindudes funding for recurring R&R.
Depreciaionisthe loss-in-service value not restored by current maintenance. Additiond funding will
probably be required for long-term replacement of system components. Thisistypicaly handled asa
depreciation expense to the sysem. A mgor portion of the difference in the billing rate and the
system’ s expenses can be designated for the depreciation fund. Additiond effort will berequired prior
to system operation to further define the various billing components of the Lewis & Clark system.
7.6. Funding Sourcesfor Construction of the System
Funding for congtruction of theLewis & Clark sysem will comefrom aFederal grant, state grants, and fees
paid by the membership. The mechaniamfor receiving Federal grant fundsfor the project wasestablished
in the project authorizing legidation and Cooperative Agreement. State grant funds for the project were

established in the authorizing legidation passed by the tate legidatures in each of the three participating
gates. Thebaance of the fundsrequired for construction will comefrom fees paid by themember sysems.
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The amount of funding, anticipated schedule for disbursement, and matching requirements for each of the
funding sources for the project are described in more detall in the following paragraphs.

7.6.1. Federal Grant Funds

The Federal grant funds for congtruction of the project were authorized in Public Law 106-246, The
Lewisand Clark Rurd Water System Act. This Act authorized Federal grant fundsin the amount of
$213,887,700 indexed to FFY (Federa fiscd year) 1993. The grant funds provided in this Act
represent 80% of the project costsfor 21 of the 22 participating members and 50% of theincrementa
cost to increase the project Sze to serve the City of Sioux Fals asidentified in the 1993 Feasbility
Study. The cost share agreement is defined in Section 4108 of the Act.

The basdine for the totd Federal cost share amount, as established by the Act, will be reflected in
appropriate engineering cost indices after September 1, 1993. TheFederal grant callingisadjusted for
inflation on an annua basis usng Reclamation’s Congtruction Cost Trend Index. The adjustment is
made to the ceiling generaly in accordance with the following procedure: (values used below are for

illugtretion only):
Grant Ceiling Baance at beginning of Fiscd Year $150,000,000
Less Funds expended during Fiscd Year ($15,000,000)
Grant Ceiling Bdance at end of Fiscd Year $135,000,000
Plus Construction Cost Trend adjustment (+3%) $ 4,050,000
Grant Celling Balance for beginning of next FY $139,050,000

Thetermsand conditions of the grant agreement between Reclamation and Lewis& Clark are defined
in Cooperative Agreement No. 01-FC-60-1519 signed on June 29, 2001.

Changes in project scope and capacity resulting in higher project costs may occur. The authorizing
legidation and Cooperative Agreement provide a commitment of Federal grant funds for the project
scope as defined in the 1993 Feasibility Study. Grant funds for added costs due to changesin scope
and increasesin capacity are not included in theFederal funding plan, thusthe costsfor the changeswill
be borne by the membership and participating state agencies unless achange in the authorized Federal
grant celling ismade.
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The projected Federal funding outlaysfor the next severd years are summarized in Table 7.6-1. The
funding schedule shown in Table 7.6-1isonly aprojection. Federd funding amountsin any givenyear
are subject to gpproval of Congress and cannot be guaranteed.

Matching fundsfor the Federal grant must be demonstrated at the end of the project but not necessarily
on a concurrent basis at the time of each quarterly outlay of Federal funds. State and loca fundsmay
be invested in the project in advance of the matching Federal grant funds in order to accelerate
construction and reduce the cogts of inflation to the membership and states.

Table7.6-1

Federd Cost Share Contribution Projections

Federal Fiscd Year Amount

Through 2001 $ 1,499,000 !
2002 $ 1,868,000 !
2003 $ 12,000,000
2004 $ 30,000,000
2005 $ 30,000,000
2006 $ 30,000,000
2007 $ 30,000,000
2008 $ 30,000,000
2009 $ 30,000,000
2010 $ 30,000,000
2011 $ 30,000,000
2012 $ 30,000,000
2013 $ 30,000,000
2014 $ 24835648 °

1 FFY 2000 grant was $600,000, FFY 2001 was $1,000,000 and FFY 2002 was $2,000,000.
These levels of funding have been adjusted to account for under funding and rescission.

2 Funding for the final years of construction will need to be adjusted - see Section 7.6.6

7.6.2. State Grant Funds

The project funding for the scope of work defined in the 1993 Feasibility Study included state grantsof
up to 50% of the nonFederal share of the project costs. The date legidature in each of the states
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included in the project areapassed | egidation authorizing the use of state grant fundsfor the project and
designating a sate agency to work with the project.

The gate grant funds will be indexed in amanner smilar to the method used for adjusting the Federal
grant ceiling for the project. The tate grant amounts and funding arrangements made are summearized
separatdy for each statein thefollowing paragraphs. The state grantsfunding amountsin any givenyear
are subject to approva of the dtate legidature in that year and cannot be guaranteed. The grant
program described representsthe planthat is currently in place for the disbursement of thefundssubject
to annud review and approva through the legidative and budgeting process.

At the conclusion of each Federal fisca year, an adjusment for congtruction cost inflation will be made
for each stat€’'s share. The remaining state cost share for the project will be adjusted annually for
condruction cogt inflation in the same manner and using the same codt indices asthe adjustment to the
Federal grant ceiling described earlier. 1t should aso be noted that the states have varying fiscd years
that may or may not correspond to the Federal fisca year.

7.6.2.1. South Dakota

The State of South Dakotaauthorized funding for Lewis& Clark through Section 41 of HB1353in
1993. The funds authorized will be disbursed through the State Water Resources Management
System (SWRMS) program administered by the South Dakota Department of Environment and
Natural Resources. The legidation authorized state grant funds in the amount of 50% of the non-
Federal share of the project costs for the South Dakota membership as identified in the 1993
Feashility Study of Lewis & Clark. Using the project scope and capacity defined in the 1993
Feashility Study, the South Dakota state cost share for the project was $18,585,540 in 1993
dollars. The projected funding outlays for the next severa years are summarized in Table 7.6- 2.
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Table 7.6-2
State Cost Share Contribution Projections
South Dakota
Federd Fisca Year Amount
1990-1999 $ 900,000
2000 $ 200,000
2001 $ 200,000
2002 $ 750,000 *
2003 $ 2,000,000 2
2004 $ 3,000,000 2
2005 $ 3,000,000 2
2006 $ 3,000,000 2
2007 $ 3,000,000 2

1 Approved by South Dakota L egislature, February 2002
2 Level of funding that will be requested in subsequent | egislative sessions

7.6.2.2. lowa

The State of 1owa authorized funding for Lewis& Clark through House File 133in 1993. Annud
appropriations are subject to an express appropriation made by the General Assembly. Thefunds
may be disbursed over a period of ten or fewer years. The funds authorized will be disbursed
through a state agency designated by the Governor.* In subsequent actions, the Governor’ soffice
has designated the lowa Department of Natural Resources asthe lead state agency for the project.

The legidation authorized state grant fundsin the amount of up to 25% of the project costs for the
lowa portion of the project asidentified in the 1993 Feasibility Study. Inan effort to be consigtent
among states and members, the Lewis& Clark project funding packageisusing afunding formula
based on 80% Federal grant, 10% state grant and 10% loca match for the lowamembersincluded
inthe 1993 Feashility Study. Using the project scope and capacity defined inthe 1993 Feasbility
Study, the lowa state cost share for the project was $5,405,100 in 1993 dollars. The projected
funding outlays for the next severd years are summarized in Table 7.6-3.

! Excerpts from House File 133 text dated April 20, 1993, signed into law by Governor Terry Branstad.
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Table7.6-3
State Cost Share Contribution Projections
lowa
Federal Fiscal Year Amount

1990-1999 $ 203,919
2000 $ 60,000
2001 $ 60,000

2002 $ -
2003 $ 281,400
2004 $ 1,500,000
2005 $ 2,450,000
2006 $ 2,500,000

1 Jowa state match funding as listed in Infrastructure Appropriations Bill, March 2002

7.6.2.3. Minnesota

The State of Minnesota authorized funding for Lewis & Clark through Chapter 172 of SF 1570
(appropriation of funds for the 1993 Feashility Study) and Chapter 192, SF No. 1620

(establishing reporting requirementsfor the Legidative Water Commission andysisof the project).
The funds authorized for project congtruction activities will be disbursed through the Minnesota
Department of Natural Resources. 1n subsequent actions the L egidature authorized the use of date
generd fundsand state bonding agency fundsfor Minnesota s state share of the project cost. Using
the project scope and capacity defined inthe 1993 Feasibility Study, the Minnesotastate cost share
for the project was $3,289,500in 1993 dollars. The projected funding outlaysfor the next severa

years are summarized in Table 7.6-4.

Banner/HDR/TRC Mariah

7-25



Lewis & Clark Water Supply Project

Final Engineering Report

Table7.6-4
State Cost Share Contribution Projections
Minnesota
Federal Fiscal Year Amount
1990-1999 $ 92,295
2000 $ .
2001 $ 34,000
2002 $ 180,000
2003 $ 200,000
2004 $ 200,000
2005 $ 210,000

! Minnesota General Fund appropriation for Lewis & Clark in FFY 2002
2 Minnesota State Bonding Fund appropriation for Lewis & Clark in FFY 2003-2005

7.6.2.4. Summary of State Funding and Pr oj ected Requirements

The previous sections have outlined the funding provided by the satesand dso listed funding thet is
currently envisioned for the next few years. The cash flow shown in the previous sections does not
include the total funding required to completely meet each date’ sshare. Table 7.6-5 providesa
summary of possible funding flowsto completely fund the State shares to generate a present worth
of each dat€’'s share in 2001 dollars. It must be emphasized this table is only a projection for
planning purposes. Each datelegidaurewill determinethelevelsand timing of funding to meat ther

share.

7.6.3. Local Funding

The financing package for the project includeslocd funds as well as Federa and state grant funds as
described in the previous sections. The Federal and sate grant funding levelswere established on the
basis of the membership, system capacity and configuration described in the 1993 Feasibility Study.
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Table 7.6-5
Potentia Funding to Meet State Shares

Federal South Dakota lowa Minnesota Total
Fiscal Year | Current Proposed Current Proposed Current Proposed | Proposed
19901999 |$ 900000($ 900000|$ 203919]|$ 203919|$ 92295|$ 92295 $ 1,196,214
2000 $ 200000|$ 200000|$ 60000|$ 60000]|% - |3 - |$ 260000
2001 $ 200000|$ 200000|$ 60000|$ 60000|% 34000($ 34000|$ 294,000
2002 $ 750000|$ 750000 $ - IS - |$ 180000|% 180,000] % 930,000
2003 $ 2,000,000 $ 2000000|$ 281400|$ 281400|$ 200000|$ 200,000| $ 2,481,400
2004 $ 3,000,000 | $ 3,000,000 $ 1,500,000 | $ 1,500,000 | $ 200,000 $ 200,000 | $ 4,700,000
2005 $ 3,000,000 | $ 3,000,000 $ 2450,000| $ 2450,000| $ 210,000 $ 210,000 | $ 5,660,000
2006 $ 3,000,000 | $ 3,000,000 | $ 2,500,000 | $ 2,500,000 $ 700,000 | $ 6,200,000
2007 $ 3,000,000 | $ 3,000,000 $ 656,244 $ 700,000 | $ 4,356,244
2008 $ 3,000,000 $ - $ 700,000 | $ 3,700,000
2009 $ 3,000,000 $ - $ 700,000 | $ 3,700,000
2010 $ 3,000,000 $ - $ 700,000 | $ 3,700,000
2011 $ 2,817,440 $ - $ 645283 | $ 3,462,723
2012 $ - $ - $ - $ -
2013 $ - $ - $ - |$ -
2014 $ - $ - $ - $ -
Totals $16,050,000 | $27,867,440 | $ 7,055319 | $ 7,711,563 | $ 916,295| $ 5061,578 | $40,640,581
PW ! $14,719,365 | $24,022,670 | $ 6427,388 | $ 6,986,334 | $ 878286 | $ 4,251,950 | $35,261,004
Present Worth (PW) of State Funding (2001)
State South Dakota lowa Minnesota Tota
Target $24,022,670 $6,986,334 $4,251,950 $35,261,004
Amount

1 Assumed index rateis 3.2598%. Funding for years 1990-2001 are added to the 2002-2014 cash flow
in the present worth calculation.

After the project was authorized in 2000, severa of the members requested changes to the ddivery
capacity they had reserved on the system and some members aso changed the location or requirements
a ther point of connection to Lewis & Clark. The changes to total project budget associated with
capacity changes are increases that are not included in the grant cellings in the Federal authorizing
legidation. The increased costs associated with those changes will result in an increase in the non
Federal share of the project costs. The increases in costs due to changes in capacity were alocated
uniformly on the basis of the additiona capacity reserved on the sysem. The increasesin cost dueto
change in ddlivery point were alocated to the specific member making the request.
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The grant agreements for the state cost share of the project require a one-for-onelocd match. Atthe
present time the Sate grant agreements require the one-for-one match to be made on a concurrent
bass. The projected schedulefor receipt of the fundsfrom the stateswill ddliver the state match funds
a arate fagter than required for matching the Federal funds. This set of circumstances will require
relatively high annua contributionsto the project from local matching funds over the next severa years.

For example, thetotal state participationin 2004 is projected to be in the range of about $5,000,000,

or more. Theloca matching fundsfor each member as ca culated on the basis of the capacity reserved
in the 1993 Feasbility Study is summarized in Table 7.6-6. The cogtslisted in the table represent the
cost that would be incurred by the member in 2004 to meet a concurrent grant match requirement for
the projected state grant funds in that year. The member can make the payment from reserves,

revenues or by other meansthat is gppropriate for that member.

In addition to theloca match for the state grants, membersthat have increased their reserved capacity
on the system will be obligated to pay a proportionate share of the construction costs for the added
capacity. The combined total cost may result in somehigh cash flow requirementsfor certain members.

Lewis & Clark is considering adternatives to distribute the costs over alonger timeframe. Oneoption
under consderation isaregquest to permit the membersto match the state grant funds over the period of
congtruction of the project rather than on aconcurrent basis. A second option under consideration is
issuance of debt by Lewis & Clark on behdf of itsmembers. If Lewis& Clark wereto issue debt and
recover the debt service costs through the water rates charged to the individua members using the
sarvice, the debt payments could be didtributed over a longer term.  The benefits of this approach
include; reduced annua paymentsin the early years of congtruction, uniform series of payments, and
paymentswill be made by those directly receiving benefit from the project. Lewis& Clark hasengaged
ateam of finandid advisorsto develop dternatives for loca share financing.
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Table 7.6-6

Example Caculation of Loca Match for State Grants - 2004
(Based on origina funding structure and does not include costs

for additiona capacity)

Reserved Local Grant ,
Member System Capacity Match Locd Funding
1993 - MGD Percentage Match
1993
Beresford 0.25 0.92% $45,934
Centerville 0.22 0.81% $40,421
Harrisburg 0.25 0.92% $45,934]
Lennox 0.40 1.47% $73,493
Madison 1.00 3.67% $183,733
Parker 0.49 1.80% $90,030
Soux Fls 10.00 50.51% $2,525,291
Tea 0.329 1.21% $60,448
Lincoln County RWS 0.90 3.31% $165,361
Minnehaha CWC 2.00 7.35% $367,467
South Lincoln RWS 0.15 0.55% $27,560
South Dakota Subtotal 15.99 72.51% $3,625,672
Luverne 0.50 1.84% $91,866
Worthington 1.73 6.36% $317,860
Rock County RWS 0.30 1.10% $55,121]
Lincoln - Pipestone RWS 0.30 1.10% $55,121
Minnesota Subtotal 2.83 10.40% $519,968
Boyden 0.10 0.37% $18,374
Hull 0.30 1.10% $55,121]
Sheldon 1.00 3.67% $183,733
Sibley 0.65 2.39% $119,427
Sioux Center 0.60 2.20% $110,240
Clay Regiond RWS 1.00 3.67% $183,733
Rura Water No. 1 1.00 3.67% $183,733
Rock Rapids 0.00% $0
|l owa Subtotal 4.65 17.09% $854,360
|Project Total 23.469  100.00%|  $5,000,000]
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7.6.3.1. Original Capacity Charges

Based on the origind funding, thelocal cost share for each of the origind 22 member systemswas
caculated. Thetotd loca cost shareis$31,632,320 in 1993 dollars and $40,886,640 indexed to
2001.

The Federal grant funds provided in authorizing legidaionrepresents 80% of the project costsfor
21 of the 22 origind participating members and 50% of theincremental cost to increasethe project
gze to sarve the City of Soux Fals as identified in the 1993 Feasbility Study. Table 7.6-7
provides a lising of the origind loca cost share for each of the member systems based on the
origina system in 1993 and indexed to 2001 dollars.

7.6.3.2. Additional Capacity Charges

After project authorizationin 2000, severd of the existing member sysemsrequested anincreasein
their reserved capacity. Rock Rapids, lowa has requested to become amember system of Lewis
& Clark. Also, the City of Sioux Fals requires its point of delivery be relocated to convey its
reserved capacity to its water purification plant (see Section 4.5.1.4).

Edtimates were developed to determine the incrementa cost to increase system capacity to
accommodate these added demands and the cost of revising Soux Fals point of ddlivery. These
incrementa codts are:

- Edtimate of added cost for Sioux Fals - $1,457,000
- Edtimate of added cost for increased capacity - $8,826,965

These cogts are not included in the funding packages established by Federal and Sate authorizing
legidation. These costs have been assigned to the systems responsible for the added cost. The
revised cost sharesfor each of the member systems, including these added costsarelisted in Table
7.6-7. Thetotd loca share, including these added costs, is $51,170,605 in 2001 dollars.
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Table7.6-7
Summary of Loca Cost Shares by Member System

1993 2001 Cost for Revised
P Origina % of | Original Local Cost Share| Revised | Added Added Total Local
Member System |S|Reserved | Origina Reserved| Capacity .
P . . Capacity | Cost Share
Capacity | Cost Indexed to | Capacity| (MGD)
1903 2001 2001

(MGD) 2001 (MGD)
Beresford, SD 1] 0250] 107%|$ 200600 |$ 375618 0800 0550 $1304,711] $1,680,329
Centerville, SD 0220 094%|$ 255720 [$ 330533 0220 0.000 so|  $330533
Harrisburg, SD 1] 0250] 107%|$ 290600 [$ 375618 0400 0150  $355830]  $731,448
Lennox, SD 0400] 1.70%|$ 464,950 [$ 600975 0400 0.000 so|  $600975
Madison, SD 1] 1000] 4.26%| $ 1,162,380 | $ 1,502,445 1500 0500 $1,186,101 $2,688,546
Parker, SD 0490 209%[$ 569570 [$ 736203 0490  0.000 $o|  $736,203
Sioux Falls, SD 2| 10000] 42.61%] $15976,160 [ $20650,129 | 10.000]  0.000] $1457,000] $22,107,12¢
Tea, SD 1] 0320] 140%|$ 382420 [$ 494,300 1000 0671 $1,501,748] $2,086,048
;I'D”CO'” County RWS. 111 o000 383%|$ 1046150 | $ 1,352211 1400 0500 $1186101 $2,538312
Minnehaha CWC, SD 2.000]  852%| $ 2,324,770 | $ 3,004,902 2000  0.000 $0|  $3,004,902
zg”th LincolnRWS, |4 g150| 06a0%|$ 174360 |$ 225371 0250| 0100| $237220]  $462591]
Luverne, MN 1] o500 213%|$ 581,19 [$ 751222 0750  0.250]  $593051] $1,344,273
Worthington, MN 1.730]  7.37%| $ 2,010,930 | $ 2,509,246 1.730]  0.000 $0|  $2,599,24¢
I\RAOI\CIk County RWS, 0300 1.28%|$ 348720 |$ 450,741 0300]  0.000 0|  $450,741]
'E{'Vr\‘lcso'”M'FN"paone 1| 0300 128%|$ 348720 [$ 450,741 1000| 0700 $1660542] $2,111.283
Boyden, IA 0.100] 043%|$ 116240 [$ 150247 0400  0.000 so|  $150247
Hull, 1A 0300 1.28%|$ 348720 [$ 450741 0300  0.000 so|  $450,741]
Sheldon, 1A 1.000] _4.26%| $ 1,162,380 [ $ 1,502,445 1000 0.000 s0|  $1,502,445
Sibley, IA 0650 2.77%|$ 755550 [ $ 976,503 0650]  0.000 so|  $976,593
Sioux Center, IA 0600] 256%|$ 697430 | $ 901,469 0600 0.000 $o|  $901.460
I(;Iay Regional RWS, 1000| 4.26%| $ 1,162,380 | $ 1,502,445 1000| 0000 $0| $1,502,445
RWS#1, 1A 1.000| 4.26%| $ 1,162,380 | $ 1,502,445 1000 0.000 $o|  $1,502,445
Rock Rapids, I1A 3] 0000] 000%]$ HE - 0300] 0300 $711661  $711,661
TOTALS 23.469] 100.00%| $31,632,320 | $40.886640 | 27.100]  3.721] $10283.965 $51,170,60

Estimate of added cost for Sioux Falls $ 1,457,000

Estimate of added cost for increased capacity $ 8,826,965

Estimate of total added cost $10,283,965
Notes:
L Increased reserved capacity
2 Changed connection, added cost
3 New member system
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It isimportant to note the affect of the cost for additiona capacity on theloca cost share. Based
on the origind funding, 21 of the 22 member systems pay the same amount on aper MGD basis
(Soux Fdlsis an exception). For example, Clay Regiona RWS and Madison would have paid
$1,502,445 for their local sharein 2001 dollars for 1.0 MGD.

Asdescribed above, the cost of added capacity will be borne by the member making theincrease.
The cost per MGD s not necessarily the same for dl members now — the larger the increase, the
higher the amount of the increased cost. For example:

> Teaincreased its reserved capacity from 0.329 to 1.0 MGD, its local cost share
increased from $494,300 to $2,086,048;

> Lincoln-Pipestone RWS increased its reserved capacity from 0.3to0 1.0 MGD, itsloca
cost share increased from $348,720 to $2,111,283; and

> Clay Regionad RWS did not change its reserved capacity and its locd share for 1.0
MGD remains at $1,502,445.

Member systemsthat did not change reserved capacity or make asignificant changeinits point of
delivery will not experience a changein itsloca cost share (other than for cost indexing).

7.6.3.3. Summary of Local Funding and Projected Requirements

In summary, thetotal amount of local funding to be provided issummarizedin Teble 7.6-7. Table
7.6-7 includes funding for the originaly envisoned system in 1993 plus added codts to increase
system demand and to revise Sioux Fals point of ddivery. Itisimportant to note thet if asystem
did not have a change, no additiona costs (other than for inflation) are accrued to that member.

Tables showing the projected contribution, by individua members, are shown in Appendix A-7.

The cost to each system is based on that system'’ s percentage of the total share of the revised total

local share (origina locd cost shareplus cost for added capacity) aslistedin Table 7.6-7. Various
cash flow and funding scenarios are possible — indl stuationsthe loca cost sharegod (based on
the origind capacity) should be equd to, or exceed the state contribution for that fisca year.
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7.6.4. Summary of Total Project Funding

The Lewis & Clark project will receive funding from Federal and state grants and funding from locd
sources. Table 7.6-8 isasummary of funding from al sources and is digtributed by member system.

7.6.5. Projected Construction Schedule and Spending For ecast

Elements of apreliminary congtruction schedule were discussed in Section 6.3. An estimate of the
individua components of the various congtruction phases was made to generate a construction cash
flow of these project components. This bresk out of tasks may or may not reflect the actua
composition of congtruction packages that will be bid during the next severa years. Theseindividua
project components were indexed to project the future construction cost in order to provide a future
condruction funding stream.

One of themgor congderations driving the schedule and leve s of funding isthe need to ddliver water to
Soux Fals between 2009 and 2012 to meet the city’ sgrowing demand. Also, other member systems
need a reliable water supply as soon as possible, including Boyden, Sheldon, Sibley, Luverne and
Lincoln-Pipestone RWS.

The prdiminary congtruction schedule, including estimated indexed cash flow isshown on Figure 7.6- 1.

The schedule shown in Figure 7.6-1 is based on the assumption approximately $39.4 million will be
availableon an annua bassgarting in FFY 2004 through the completion of congtruction. Thisisbased
on the assumption the Federal grant portion of thefunding will be $30,000,000 annudly. Figure7.6-1
shows some years after FFY 2004 where construction needs are less than $39.4 million and other
years are greater. The actud leve of funding for each year will be based on available funding.

7.6.6. Cash Flow Requirementsfor Construction

Asdiscussed in Chapter 6, the pace of congtruction activity will depend upon the availability of funding.

The project will be split into discrete phases and will be based on alogicd progression of work. The
duration of the project is expected to extend over aten to fifteen year period based on the experience
of smilar projects in the State of South Dakota. If possible, Lewis & Clark wants to congtruct the
project over a 12-year period extending from FFY 2003 through 2014.
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Table 7.6-8
Summary of Tota Project Funding by Source
1993 Original Capacity System Costs - 1993 Dollars 2001 Cost with Added System Capacity - Y ear 2001 Dollars
Original % of Revised Added
Member System g R&'Srved Origina | original Local State Cost Federal Cost | Reserved | Capacity Cost for ;E;atle f‘:oorSt Revised State Cost Federal Cost
= Capacity [ Cost Cost Share Share Share Capacity | (MGD) Addgd Original Total Local Share Share
(MGD) (MGD) Capacity System Cost Share
Beresford, SD 1 0.250 1.07%| $ 290,600 | $ 290,600 | $ 2,324,800 0.800 0.550 $1,304,711 $375,618| $1,680,329] $ 375,618 | $ 3,004,941
Centerville, SD 0.220 0.94%| $ 255,720 | $ 255,720 | $ 2,045,760 0.220 0.000 $0 $330,533 $330,533] $ 330,533 | $ 2,644,265
Harrisburg, SD 1 0.250 1.07%| $ 290,600 | $ 290,600 | $ 2,324,800 0.400 0.150 $355,830 $375,618 $731,448] $ 375,618 | $ 3,004,941
Lennox, SD 0.400 1.70%| $ 464,950 | $ 464,950 | $ 3,719,600 0.400 0.000 $0 $600,975 $600,975| $ 600,975 | $ 4,807,802
Madison, SD 1 1.000 426%| $ 1,162,380 $ 1,162,380 | $ 9,299,040 1.500 0.500 $1,186,101| $1,502,444| $2,688,546] $ 1,502,444 | $ 12,019,556
Parker, SD 0.490 2.09%| $ 569,570 | $ 569,570 | $ 4,556,560 0.490 0.000 $0 $736,203 $736,203| $ 736,203 | $ 5,889,622
Sioux Fals, SD 2 10.000 | 42.61%| $ 15,976,160 | $ 11,623,840 | $ 88,638,400 10.000 0.000 | $1,457,000]| $20,650,129| $22,107,129] $15,024,496 | $ 114,570,339
Tea, SD 1 0.329 1.40%| $ 382,420 | $ 382,420 | $ 3,059,360 1.000 0.671 | $1,591,748 $494,300] $2,086,048] $ 494,300 | $ 3,954,403
Lincoln County RWS, SD | 1 0.900 3.83%| $ 1,046,150| $ 1,046,150 | $ 8,369,200 1.400 0.500 | $1,186,101| $1,352,210| $2,538,312] $ 1,352,210 | $ 10,817,683
Minnehaha CWC, SD 2.000 8.52%| $ 2,324,770 $ 2,324,770| $ 18,598,160 2.000 0.000 $0| $3,004,902| $3,004,902| $ 3,004,902 | $ 24,039,215
South Lincoln RWS, SD 1 0.150 0.64%| $ 174,360 | $ 174,360 | $ 1,394,880 0.250 0.100 $237,220 $225,371 $462,591| $ 225371 | $ 1,802,964
Luverne, MN 1 0.500 2.13%| $ 581,190 | $ 581,190 | $ 4,649,520 0.750 0.250 $593,051 $751,222] $1,344,273| $ 751,222 | $ 6,009,778
Worthington, MN 1.730 7.37%| $ 2,010930| $ 2,010,930 | $ 16,087,440 1.730 0.000 $0| $2,599,245| $2,599,245| $ 2,599,245 | $ 20,793,962
Rock County RWS, MN 0.300 1.28%| $ 348,720 | $ 348,720 | $ 2,789,760 0.300 0.000 $0 $450,741 $450,741] $ 450,741 | $ 3,605,929
Linc-Pipestone RWS, MN | 1 0.300 1.28%| $ 348,720 | $ 348,720 | $ 2,789,760 1.000 0.700 $1,660,542 $450,741| $2,111,283| $ 450,741 | $ 3,605,929
Boyden, |IA 0.100 0.43%| $ 116,240 | $ 116,240 | $ 929,920 0.100 0.000 $0 $150,247 $150,247| $ 150,247 | $ 1,201,976
Hull, 1A 0.300 1.28%| $ 348,720 | $ 348,720 | $ 2,789,760 0.300 0.000 $0 $450,741 $450,741] $ 450,741 | $ 3,605,929
Sheldon, 1A 1.000 4.26%| $ 1,162,380 $ 1,162,380 | $ 9,299,040 1.000 0.000 $0| $1,502,444]| $1,502,444| $ 1,502,444 | $ 12,019,556
Sibley, 1A 0.650 2.77%| $ 755,550 | $ 755,550 | $ 6,044,400 0.650 0.000 $0 $976,593 $976,593| $ 976,593 | $ 7,812,742
Sioux Center, IA 0.600 2.56%| $ 697,430 | $ 697,430 | $ 5,579,440 0.600 0.000 $0 $901,469 $901,469] $ 901,469 | $ 7,211,754
Clay Regiona RWS, |A 1.000 426%| $ 1,162,380 $ 1,162,380 | $ 9,299,040 1.000 0.000 $0| $1,502,444| $1,502,444| $ 1,502,444 | $ 12,019,556
RWS #1, 1A 1.000 4.26%| $ 1,162,380 $ 1,162,380 | $ 9,299,040 1.000 0.000 $0] $1,502,444| $1,502,444| $ 1,502,444 | $ 12,019,556
Rock Rapids, 1A 3 0.000 0.00%| $ - $ - $ - 0.300 0.300 $711,661 $0 $711,661| $ - $ -
TOTALS 23.469 100%| $ 31,632,320 | $ 27,280,000 | $ 213,887,680 27.190 3.721 | $10,283,965 | $40,886,636| $51,170,601] $35,261,004 | $ 276,462,395
Notes: $272,800,000 $362,894,000
! Increased reserved capacity 11.60% 10.00% 78.40% 14.10% 9.72% 76.18%
2 Changed connection, added cost
3 New member system
Banner/HDR/TRC Mariah 7-34




| FFY 2000| FFY 2001 FFY 2002 FFY 2003 FFY 2004 FFY 2005 FFY 2006 FFY 2007 FFY 2008 FFY 2009 FFY 2010 FFY 2011 FFY 2012 FFY 2013 FFY 2014 FFY 2015
Projected Annual Construction Phase Spendng ———————» $ 1,862,800 | $ 14,215,077 | $ 37,912,362 | $ 38,964,821 | $ 40,314,731 | $ 36,018,357 | $ 40,182,217 | $ 40,782,517 | $ 41,235,617 | $ 43,874,067 | $ 39,952,467 | $ 39,564,650 | $ 25,084,333 | $ -
Cost (20019) CY2000 CY2001 CY2002 CY2003 CY2004 CY2005 CY2006 CY2007 CY2008 CY2009 CY2010 CY2011 CY2012 CY2013 CY2014 CY2015
PRELIMINARY STUDIES
Fina.l Engineering Report $ 1,000,000 | ............... , M |
Environmental/Biological Assessment e | N |
PURCHASE LAND AND EASEMENTS $ 9,518,000
PHASE 1 PROJECTS |
Raw Water #1 (Wells - Sites B, C & D) $ 8,327,033 Es] I
Raw Water #1 (Pipeline - Mulberry Point to WTP) $ 17,640,542 T T T T _
WTP to Beresford Jct $ 39,664,075 P T
Beresford Jct to Centerville $ 5,627,045 ]
Total - Phase 1 $ 71,258,695
PHASE 2 PROJECTS LEGEND
Water Treatment Plant $ 46,155,702 e e e e e e e ) |
Centerville Service Line and Connection $ 857,480 N Planning
Centerville to Lennox (includes Lennox Service) $ 32,280,727 ey Design
Lennox to Parker Jct $ 5,639,922 LILILIL LRI | Land
Parker Jct to Parker (includes Parker Service) $ 3,223,267 s I Review
South Lincoln County RWS Service Line $ 965,099 ThihThlhT el ] Construction I
Parker Jct to Tea (includes Tea Service) $ 5,192,669 Py T T TN TN I | ]
Tea to Sioux Falls Jct $ 9,624,740 [T TR |
Sioux Falls Jct to Reservoirs $ 11,858,739 | T | ]
Reservoirs to MCWC-1 (includes MCWC-1 Service) $ 4,159,708 [T TR |
MCWC-1 to Benson Road (includes Sioux Falls Service) $ 7,408,420 [ oo el
Beresford Jct to Beresford (includes Beresford Service) $ 3,116,059 e | ]
Total - Phase 2 $ 130,482,534
PHASE 3 PROJECTS
Raw Water #2 (Wells - Sites J, U & W) $ 2,787,174 ey [
Raw Water #2 (Pipeline - Sites J, U & W to WTP) $ 4,471,848 [DIsIhih el |
Sioux Falls Jct to LCRWS (includes LCRWS Service) $ 5,316,013 [ oo el
LCRWS to Harrisburg (includes Harrisburg Service) $ 2,466,052 :m | ]
Harrisburg to Schindler Jct (includes MCWC-2 Service) $ 4,694,666 [ oo el
Schindler Jct to Rock Rapids Jct (incl RR Svc Connection) $ 13,029,473 e e
Rock Rapids Jct to RCRWS-1 (includes RCRWS-1 Service) $ 4,645,686 [ oo el
RCRWS-1 to Luverne (includes Luverne Service) $ 11,081,824 j | ]
Beresford to Sioux Center Jct $ 20,744,774 | T T TR TR TR TR b —
Sioux Center Jct to Sioux Center (includes SC Service) $ 883,416 :m | ]
Sioux Center to RWS#1-1 (includes RWS#1-1 Service) $ 833,337 [ oo el
Sioux Center Jct to Hull (includes Hull Service) $ 5,649,885 e | ]
Hull to Boyden (includes Boyden Service) $ 5,932,344 Il 0 |
Boyden to RWS#1-2 (includes RWS#1-2 Service) $ 3,086,985 :m I
RWS#1-2 to Sheldon (includes Sheldon Service) $ 1,492,565 | T | ]
Total - Phase 3 $ 87,116,042
PHASE 4 PROJECTS
Luverne to RCRWS-2 (includes RCRWS-2 Service) $ 4,495,241 [T TR |
RCRWS-2 to LPRWS (includes LPRWS Service) $ 6,904,691 [ oo el
LPRWS to Sibley Jct $ 2,635,101 LT T T | ]
Sibley Jct to Worthington (includes Worthington Service) $ 6,322,747 [Tl ]
Sibley Jct to Sibley (includes Sibley Service) $ 4,856,940 :m | ]
Sheldon to CRWS-1 (includes CRWS-1 Service) $ 11,418,278 | T | ]
Total - Phase 4 $ 36,632,998
PHASE 5 PROJECTS
Benson Road to Madison (includes Madison Service) $ 17,333,894 [IhIh IR Tl 00000 |
CRWS-1 to CRWS-2 (includes CRWS-2 Service) $ 9,551,838 T I | ]
Total - Phase 5 $ 26,885,732
Total - Project $ 362,894,000
Banner Associates, Inc. EXECUTIVE SUMMARY FIGURE 7.6-1
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Construction sequencing is based on afive phaseapproach, asdescribed in Chapter 6. In generd, the
progression of pipeline congruction will radiate from the water treatment plant.

There are countless dternatives and levels of funding that could be considered. However, based on
discussions by Lewis & Clark and its financid advisor group, two basic scenarios have been
considered. Many variationsmay evolve, however it isimportant to provide aconceptud cashflow to
provide a bass for the orderly development and funding of the project.

The falowing scenarios have been developed to provide an gpproximation of the funding stream
required to congtruct the project in a 12-year period:

> Option 1 (Pay as You Go) — State and loca funding match (based on gpproximately 76.2%
Federal, 9.7% state, and 14.1% loca funding percentages) is paced to Federal funding; sssume
Federal funding is $30,000,000 per year starting in FFY 2004 through completion, and

> Option 2—Accelerated state and local funding (staged finanang), but keep Federal funding a
$30,000,000 per year starting in FFY 2004 through completion.

Lewis & Clark has not decided on either Option 1 or Option 2 for locd funding at thetime this Find
Engineering Report isissued. There are many legd, financid and adminidrative consderations to be
addressed before a decision is made. The following discusson provides a basic description and
edimate of funding for two funding options.

7.6.6.1. Option 1 Funding - State and L ocal Sources Pace Federal Share Percentages
(Pay as You Go)

Option 1 reflects the origindly conceived financing during the early planning phases of theLewis&
Clark project. Table 7.6-9 presents a projected cash flow based on Federal funding of
$30,000,000 per year (beginning in FFY 2004) with sate and local funding pacing the Federal
grant, or pay asyou go.

State and local funds have been allocated to the Lewis & Clark project since the early 1990's.
Federd funding began after authorizationin 2000. Approximately $4.2 million have been dlocated
from Federal, sate and local sources through the end of FFY 2001. These funds are project
eligible and count toward the cost dloceation ceiling for the project.
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Table 7.6-9

Construction Cash Flow - Option 1
State and Local Sources Pacing Federal Funding Share Percentages (Pay as 'Y ou Go)

Funding by Source
Federdl State L ocal Total
Total (2001) $ 276,462,395 | $ 35,261,004| $ 51,170,601 | $ 362,894,000
% of Funding 76.18% 9.72% 14.10% 100.00%
| Funds Allocated to Lewis & Clark Through 2001
|$ 1,499,000 ($ 1,750,214] $ 950,667 [ $ 4,199,881
| Balance of Funding Required After 2001
|$ 274,963,395 |$ 33,510,790| $ 50,219,934 | $ 358,694,119
Required Cash Flow by Source - Option 1
FFY Federal State Local Tota
2002 $ 1,868,000 | $ 238,251 | $ 345,749 | $ 2,452,001
2003 $ 12,000,000 | $ 1,530,523 | $ 2,221,088 $ 15,751,611
2004 $ 30,000,000 | $ 3,826,307 | $ 5552,719 | $ 39,379,027
2005 $ 30,000,000 | $ 3,826,307 | $ 5552,719 | $ 39,379,027
2006 $ 30,000,000 | $ 3,826,307 | $ 5552,719 | $ 39,379,027
2007 $ 30,000,000 | $ 3,826,307 | $ 5552,719 | $ 39,379,027
2008 $ 30,000,000 | $ 3,826,307 | $ 5552,719 | $ 39,379,027
2009 $ 30,000,000 | $ 3,826,307 | $ 5552,719 | $ 39,379,027
2010 $ 30,000,000 | $ 3,826,307 | $ 5552,719 | $ 39,379,027
2011 $ 30,000,000 | $ 3,826,307 | $ 5552,719 | $ 39,379,027
2012 $ 30,000,000 | $ 3,826,307 | $ 5552,719 | $ 39,379,027
2013 $ 30,000,000 | $ 3,826,307 | $ 5552,719 | $ 39,379,027
2014 $ 24,835,648 | $ 876,609 | $ 3,607,541 | $ 29,319,798
2015 $ - $ - $ - $ -
Total ! $ 338,703,648 ($ 40,908,457| $ 61,701,570 | $ 441,313,675
Present Worth (2001) of the above Funding at 3.2598% 2
|$ 274,963,395 |$ 33,510,790| $ 50,219,934 |
Notes:
1 Does not include funding 1990 through 2001.
2 Assumesinflation is 3.2598% (matches Reclamation'sindex 1993 = 1.0; 2002 = 1.292559)
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Table 7.6-9 showsthetotd funding required from each sourcein 2001 dollars. Thefundsallocated
through 2001 are subtracted and thetotal balance of funding remaining iscaculated. Thegtateand
locd funding stream shown in Table 7.6-9 is based on keeping pace with the Federal grant using
the percent funding from each source. A present worth, in 2001 dollars, for each of the three
funding streamsis cdculated in order to equa the caculated total balance of funding remaining at
the end of 2001. The funding stream percentages for the Federal and local sharesin FFY 2014
vary since state and local funding sources have contributed higher percentages of thetota funding
through 2001.

The funding stream for each member is shown on atable in Appendix A-7 for Option 1. The
shaded areasin thistable indicate the time period when the member system will be receiving water
from Lewis & Clark.

7.6.6.2. Option 2 Funding—Accelerated Stateand Staged Financing L ocal Funding

Option 2 reflects an dternative funding package for the project based on funding acceleration by
the states and local membership. Table 7.6-10 presents a projected cashflow based on Federal
funding of $30,000,000 per year (beginning in FFY 2004) with accel erated state and locdl funding
(accderated gtate funding is summarized in Table 7.6-5). Computation methodsfor Option 2are
samilar to the discusson for Option 1.

Asshownin Table7.6-6, thehigh levdsof state funding could greatly impact theloca membership.

If these high levels of funding are passed on to consumers, water rates could rise Sgnificantly.
Typicdly, water projects are funded for periods of 10 to 50 years, depending on the size of the
project, funding agency requirements and other factors. Thelonger financing period helpsto even
out the impact of infrastructure improvements to individua consumers.

Based upon input from Lewis& Clark’ sfinancia advisor group, aseriesof “staged” financing over
the construction period are being evaluated for the local funding.? The “staged” financing would
accomplish the following:

2 Sourceisinformation provided by Dougherty & Company, LLC
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Table7.6-10

Construction Cash Flow - Option 2

Accederated State and Staged Financing Loca Funding Share

Funding by Source
Federal State Local Total
Total (2001) $ 276,462,395|$ 35,261,004 $ 51,170,601 | $ 362,894,000
% of Funding 76.18% 9.72% 14.10% 100.00%
| Funds Allocated to Lewis & Clark Through 2001
|$ 1499000|$ 1,750,214| $ 950,667 | $ 4,199,881
| Balance of Funding Required After 2001
| $ 274963395 |$ 33,510,790 $ 50,219,934 | $ 358,694,119
Required Cash Flow by Source - Option 2
FFY Federal State Local Total
2002 $ 1,868,000 | $ 930,000 | $ 367,759 | $ 3,165,759
2003 $ 12,000000|$ 2,481,400 $ 15000000 | $ 29,481,400
2004 $ 30,000000|$ 4,700,000 $ - [ $ 34,700,000
2005 $ 30,000000|$ 5,660,000 $ - |'$ 35,660,000
2006 $ 30,000000|$ 6,200,000 $ 20,000,000 | $ 56,200,000
2007 $ 30000000 |$ 4356244 $ - |$ 34356244
2008 $ 30,000000|$ 3,700,000 $ - |'$ 33,700,000
2009 $ 30,000000|$ 3,700,000 $ 22198764 |$ 55,898,764
2010 $ 30,000000|$ 3,700,000 $ - |'$ 33,700,000
2011 $ 30,000,000 |$ 3,462,723 $ - |$ 33462723
2012 $ 30,000,000 | $ - | $ - |'$ 30,000,000
2013 $ 30,000,000 | $ - |8 - |'$ 30,000,000
2014 $ 24835648 % - |8 - |$ 24835648
2015 $ - | - |8 - |8 -
Total * $ 338,703648|$ 38,890,367 | $ 57,566,523 | $ 435,160,538
Present Worth (2001) of the above Funding at 3.2598% 2
| $ 274963395 |$ 33,510,790| $ 50,219,934 |
Notes:

1 Does not include funding 1990 through 2001.

2 Assumesinflation is 3.2598% (matches Reclamation'sindex 1993 = 1.0; 2002 = 1.292559)
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> Allows gradua absorption of project costs into member’ srate base;
> More closgly matches locd share to state and Federal share
> Hexibility
Changing market conditions
Utilization of exigting funds by members
> May reduce interest rate risk
> Inflaionrate less than cost of capitd in current environment
> “Negdive arbitrage’ exigstoday — investment of bond proceeds during congtruction
period less than cost of capital.

The funding streams in Table 7.6-10 assume locd funding in three financings beginning in FFY
2003. The financing would each have a 30-year financing period at current market interest retes.
The aggregate annua debt service for these financings would be less than locd funding shown in
Option 1. Thisfunding stream, except for FFY 2002, equals or exceeds state funding on ayear-
by-year basis.

The funding stream for each member is shown on a table in Appendix A-7 for Option 2. The
funding stream shown in the appendix is smplified and is based on a sraight amortization of the
loansover a30-year period with congtant interest and constant payments. Theshaded aressinthis
tableindicate the time period when the member sysemwill bereceiving water from Lewis& Clark.

It isimportant to note the future indexed rate (3.2598%) and the interest rate used in thetablesin
Appendix A-7 are based on recent rate history. Theindex rate reflects the low inflation period of
the1990’s. Theinterest rates a0 reflect aperiod of low interest loans. Higher inflation and higher
interest rates will impact these projections.

Banner/HDR/TRC Mariah 7-40



