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MEMORANDUM

Date: October 23, 2015

To: Monte Reinders, Jefferson County Public Works Director

From: Katy Isaksen, KI&A

Cc: Kevin Dour, Tetra Tech

Subject:Updated Financial Plan for Port Hadlock Wastewater System - DRAFT

INTRODUCTION ANBYMMARY

This technical memorandum presents the updated financial plan deliverable for Task 300.5t1 Financial
Plan Refinement for the Phase | Collection System LID Formation Support Services Contract
(4055351693). The original financial plan was developed for Chapter 9 of the Jfferson @unty Port
Hadock UGASewer Facility Plan dated September 2008. It was updated following the 30% design cost
estimates for the Port Hadlock Wastewater Facility, Reclamation Plant and Influent Pipeline on May 25,
2012. Since that time, final plans and specifications have been completed for the wastewater treatment
plant, influent pipeline, and wastewater reuse (infiltration) area. In addition, all land needed for
construction of these facilities has been acquired by the County. Tetra Tech has subsequently updated the
following design documents with updated costs:

9 100% Design Cost Estimate, Reclamation Facility and Influent Pipeline, 12/31/13 (Costs include
construction, 10% contingency and 9.5% sales tax)

1 10% Opinion of Probable Construction Cost, Core and Rhody Drive Collection System, 5/6/14;
Final Revisions (Costs include 20% contingency)

9 Estimated Annual Operations and Maintenance (O&M) Costs, 1/17/14

1 Estimated Short Lived Asset Replacement, 1/17/14

1 No change to the population projections by Jefferson County.

This financial plan update indicates that a substantial infusion of grant assistance will be required to
bring the user-financed portion of the project into an affordable range using commonly accepted
measures of affordability (as explained later). The financial plan in the approved 2008 Facility Plan relies
on the establishment of a local improvement district (LID) to finance the full cost of the collection
system. Given the current collection system cost estimates and depressed property values (a measure
of ademandg), the special benefit provided at this time as a result of the project would be substantially
short of the amount needed to finance the entire cost of the collection system (see Draft Formation
Special BenefiProportionateAssessmerbtudyby McCauley and Associates LTD, November 2013). An
additional challenge continues to be that Jefferson County is not eligible to apply for funding from grant
or low-interest loan programs until the LID is established, but an LID is extremely difficult to establish
without secured grant and loan funding to present to the affected property owners.

Considerations that may make the project more feasible from a financing perspective are as follows:

1 Reduce the amount to be financed and paid back by users through the acquisition of new grants.

9 Attempt to finance the construction without formation of an LID.

9 Wait for further economic recovery, which may result in greater commercial development
interest in the Port Hadlock/Irondale area. This would result in property value increases and
more interest by property owners to invest in sewer.
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9 Wait for a revision to the Washington State Growth Management Act that may allow use of
urban zoning together with the installation of sewer service and not require the sewer system to
be in place prior to any use of urban zoning.

1 Convene a meeting of the financial Tech Team, made up of representatives of state and federal
funding assistance programs to discuss this updated draft financial plan and the options for
moving forward.

The use of urban zoning as an economic development tool for Jefferson County is not able to be
financed at this level with traditional infrastructure funding sources without substantial grant assistance.

PORTHADLOCKWASTEWATERFACLITY PROECT

The Port Hadlock Wastewater Facility Project consists of a new wastewater treatment facility (WWTF),
collection system and financing for side sewers to serve the Port Hadlock/Irondale Urban Growth Area
(UGA). As approved in the 2008 Facility Plan, the project is phased to begin in Port Hadlock and expand
to the Irondale area over a 20-year period, ultimately serving approximately 1,290 acres. The area is
currently served by septic tanks that will be decommissioned when existing properties are connected to
the sewer system.

9 Theinitial phase is planned to construct the wastewater treatment plant, the effluent re-use
(infiltration) ponds, the main influent pipeline and pump station, and a portion of the gravity
collection system. The initial collection system has been refined from the Facility Plan to include
the Core and Rhody areas, for approximately 500 acres. These are primarily the commercial
zones along SR-116 (Core) and SR-19 Rhody Drive.

9 Subsequent phasest The treatment facilities are planned for modest improvements to add
3 days(xtorage and Ultraviolet Disinfection #3 approximately 5 years after the initial phase. A
major expansion is planned for approximately 11 years after completion of the initial phase to
provide capacity for a portion of Residential Area #2 and all of Residential Areas #3 and #4. The
collection system is planned to expand to the old Alcohol Plant area in approximately the third
year after completion of the initial phase, Residential Area #1 in year 6, Residential Area #2 in
year 9, and Residential Areas #3 and #4 beginning in year 14.

Given the complexity of beginning a new sewer system and the slow economic growth in the area, a
conservative financial test was developed to demonstrate what might happen if the system began with
the Core and Rhody Drive areas and then paused for a period of years instead of the steady progression
of expansion laid out above. In other words, test to see if the system could be sustainable without
further expansion and limited solely to in-fill in the initial phase area.

System Components
The financial plan has been developed around the concept that system components fall into one of three
categories:

a) Common and shared
b) Local
c) On-site.

The common and shared facilities include the water reclamation facility, reuse facilities and influent
pipeline. These facilities are a shared responsibility of all system users. The local facilities are the sewer
collection lines and local pump stations that serve each neighborhood to bring the sewage to the main
influent pipeline and the treatment plant. The on-site costs are those necessary to connect each home
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or business to the sewer stub at the edge of the property line and right-of-way. The on-site costs are the
responsibility of the individual property owner connecting to the sewer. Typically these costs are not
included in the system costs; however, they are included here to allow the County to pursue funding if
available, to encourage customers to connect early and be able to finance the costs over time.

The 10%0Opinion of Probable Canstruction Gosts(completed by Tetra Tech in late 2013/early 2014) for
the collection system in the initial phase (Core and Rhody) includes three categories:

1 Mainline sewers and pump stations
1 Service laterals in the right-of-way
9 Service connections on private property.

This financial plan assumes that local costs include mainline sewers and service laterals in the right-of-
way. On- site costs include the service connections on private property.

Estimated Project Cost for Initial Phase

The estimated project costs for the initial phase have been updated with the 100% design estimate of
the WWTF and the 10% design estimate of the collection system, as shown in Table 1. The costs were
estimated at the end of 2013, assuming hypothetical mid-point of construction one year later.

These costs do not include planning work performed prior to 2011.

Jefferson County has completed the land acquisition for the common/shared facilities. A utility
operations startup item has been added at the estimated cost of operations for the first year. This
addition anticipates that the staff would be hired and trained prior to sewer customers being connected.

The costs will need to be updated for construction inflation at the time the project moves forward. An
allowance for project restart is included to refresh the technical, environmental and permitting to meet
requirements that are current at such time.

The current estimated cost for the Phase | (Core and Rhody) collection system (including design, land
acquisition and construction management) is roughly double what can be financed through an LID as
explained later. Together with the current depressed property values, the preliminary special benefit
can support approximately $6,000,000 to $8,000,000 (50%-60% of special benefit) and the remaining
collection system would need to be financed with grants or outside of the LID.

If the collection system were to be constructed without establishing an LID, the savings would be
$1,600,000, but the new connections would have to pay for the collection system through higher
connection fees or monthly rates.
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Table 1: Estimated Project Cost for Initial Phase

ESTIMATE AT 100% DESIGN WWTF, 10%CDON SYSTEM |

UPDATED COSTS ($2014)

ESTIMATED PRBECT COSTS (excludes Facility Plan and previous planning/UGA efforts)

Preliminary/Other

Land Acquisition $1,400,000 Completed
Environmental/Cultural Review $276,000 Completed
Permitting $60,000 Completed
Other Preliminary (fund, public involvement, etc.) 30% $316,000 Completed
Public involvement/information $73,000 Ongoing
Other (Value Engineering/LID/Legal) $500,000 Ongoing
County Project Administration $525,000 Ongoing
Utility Operations Startup $220,000
Subtotal Preliminary $3,370,000
Water Reclamation & PipelineCommon
Construction * $15,496,000
Design: 30% $500,000 Completed
Design: final & bid documents $1,785,000 Completed
Project Restart @ 1% $155,000
Construction Management @ 10% $1,550,000
Subtotal Common $19,486,000
Future Storage and UV3 to complete initial capacity $782,000 Year 6
Total Common Facilities (Treatment, Reuse & Pipelil $23,638,000
Initial Collection System: Core & Rhody
Construction $13,818,000
Land Acquisition for Pump Stations $25,000
Design @ 15% $2,073,000
Construction Management @ 10% $1,382,000
Establish LID (20% of assumed $8,000,000 LID)* $1,600,000
Subtotal Initial Collection Systen $18,898,000
Total Systenw/Initial Collection System $42,536,000
Option: Include Initial Side Sewer Cost $2,675,000
Total Project Cost $45,211,000

1 Tetra Tech Water Reclamation Facility and Influent Pipeline 100% Cost Estimate 12-30-2013 ENR Adjusted
2. Tetra Tech 10% Opinion of Probable Construction Costs Core and Rhody Drive Collection System includes

wMainline sewers in right-of-way and pump stations
wService laterals in right-of-way.

3. Tetra Tech 10% Opinion of Probable Construction Costs Core and Rhody Drive Collection System includes

wService Connection on Private Property.

4. The LID is assumed to be able to accommodate $8,000,000 based on 60% of special benefit. The cost to
establish an LID includes a required 10% guaranty fund, 6.5% allowance for interim interest & financing, and
3.5% allowance for final bond financing costs (total 20% of LID-financed construction).
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FUNDNG TODATE

Jefferson County has been working diligently on fund-raising in order to make the cost more affordable
to the residents and businesses in Port Hadlock. Table 2 summarizes the funding that has been obtained
to date. The County has been working with all possible funding agencies to attract grants that do not
have to be repaid, has sold bonds to be repaid with the .09 Rural County Sales Tax (known as the Public
Infrastructure Fund (PIF) in Jefferson County), and has begun borrowing from a $10 million Public Works
Trust Fund (PWTF) loan at 0.5% interest (approximately $1.7 million has been borrowed through 2014 to
match a federal EPA grant used for completion of the final plans and specifications and property
acquisition).

Table 2: Funding Secured to Date

Source Amount
GRANT
WA Dept. of Ecology Reclaimed Water Grant $197,797 Preliminary design 30%
USDA-RD Predevelopment $25,000 National Environmental Protection Act compliance
SAAP Federal Appropriation (EPA Admin) $970,000 2010 federal appropriation toward design
Subtotal Grant ~ $1,192,797
LOCAL
2011 LTGO Bond Issue to be repaid by Rural $2,202,190 45% local match for SAAP & portion land
Co. Sales Tax (PIF Fund) acquisition, .09 Rural Co Sales Tax sunsets in 2027
Subtotal Loca  $2,202,19(
LOAN
2011 PWTF loan $10,000,000 Other preliminary, land acquisition, begin
construction
SubtotalLoan  $10,000,00( Approx. $1.7 million used through 2014
TOTAL FUNDING TO D/ $13,394,981
LTGO = Limited-tax general obligation SAAP = Special Appropriation Act Projects (EPA grant program)
PIF = Public Infrastructure Fund USDA-RD = U.S. Department of Agriculture Rural Development
PWTF = Public Works Trust Fund program

Congressman Norm Dicks was instrumental in obtaining a federal appropriation for the design of the
reclamation plant, influent pipeline and reuse facilities. The PWTF loan allowed the County to meet the
local match for the grant to bring the design of the treatment facilities to 100% and was important in
allowing the County to move forward. The loan was also used to cover some of the property acquisition
costs as well as special benefit assessment work and 10% design level work and cost estimating for the
Core and Rhody (initial phase) collection system. The loan came with a five-year deferral to allow time
for construction and customers to connect to the new system. Payments will begin in June 2017.

Jefferson County has committed 50% of its .09 Rural County Sales Tax to this project. In 2011, the County
issued approximately $2.2 million in limited general obligation bonds for sewer improvements (local
match and land acquisition). This bond amount was the best estimate of what the annual PIF funds
could support.
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ADDITIONAL FUNDONG NEEBD

Given the projects costs of approximately $45.2 million and $13.4 million of funding obtained so far,
Table 3 demonstrates that approximately $31.8 million is needed to have full funding for the initial
project phase.

Table 3: Additional Funding Needed for Initial Phase

Total System w/Initial Collection System $42,536,000
Option: Include Initial Side Sewer Cost $2,675,000
Total Project Cost $45,211,000
LESS: FUNDING IN HAND $13,394,987
Additional Funding Needed $31,816,013
Funding Needed with Initial Side Sew@Rounded) $31,820,000

This scenario includes the option of the County borrowing $2.7 million for the first year on-site side
sewer costs to provide incentive for early connection. The incentive would be to allow financing of the
on-site costs over time for those property owners that connect in the first year. After that point, each
customer would be responsible for obtaining funding for their own on-site side sewer costs.

The project has proceeded as far as possible with the state and federal funding programs until a local
improvement district is formed for the collection system. The advantage of using funding programs for
construction financing is to obtain a lower interest rate than the open bond market and also to have
some access to grant funding to match low interest loans offered within some programs. All programs
want to be partners in successful projects and this project has the interest of the key funding
programst they are already funding partners.

From the funding program perspective, the formation of an LID demonstrates local commitment to the
project and increases the probability of success. If Jefferson County were to consider proceeding without
using LID financing, they should discuss this option with the funding programs to ensure that the project
remains eligible for funding. Jefferson County has been working with a Tech Team made up of key
funding program representatives and this would be an appropriate topic to discuss at a future meeting.

BORROWING FORJONSTRCTON

Jefferson County will be the owner/operator of the system as presented in the approved Facility Plan.
This is important because Jefferson County will need to borrow the funds for construction and will be
responsible for repayment. This responsibility can be shared with property owners through local
improvement districts for the local collection system. The County may contract for services, such as
operations, maintenance and billing, from the PUD or other provider, but the County will be responsible
for repayment of the funds borrowed.

PLAN FOREBT REPAYMENT

The approved Facility Plan anticipates that the County will obtain as many grants as possible, borrow
funds for construction and have customers make repayment in some combination using the following
mechanisms:

a) Connection Chargest Common facilities (water reclamation facilities, influent pipeline, and
reuse (infiltration) area) would be repaid through connection charges paid by property owners
when connecting to the system. The Facility Plan called for the connection charges to be
averaged over the 20 years as requested by the County. However, in the slower growth scenario
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d)

referred to as dnitial Area (Core & Rhody Drive areas) and Pause,€ the costs must be identified
and shared appropriately.

LID Assessmentst The collection system (sewer lines in neighborhood and local pump stations
where necessary) would be funded by establishing local improvement districts as provided by
law under Revised Code of Washington 36.94.220. This would provide group financing for the
property owners and allow them to pay their assessments over 15 to 20 years. The traditional
method is for the County to sell LID bonds after construction is complete, all costs have been
finalized, the pre-payment period has closed and assessments have been finalized. If other
financing is available, such as a Public Works Trust Fund (PWTF), Department of Ecology or
USDA-Rural Development low-interest loan, the LID mechanism can also be used as the method
for repayment and could result in a lower cost to the property owners. (The LID mechanism
allows property owners to pay their assessment over a period of 15 to 20 years instead of
paying all at once.) Generally, the LID must be formed before being eligible to apply for funding.
Currently the estimated cost for the Phase | (Core and Rhody) collection system (including
design, land acquisition and construction management) is roughly double what can be financed
through an LID, as explained later.

Property Owner Self-Fundingt On-site costs to connect a home or business through a side sewer
to the property line will vary by property, depending on the size and shape of the lot,
topography, and existing landscaping or pavement that may have to be restored. The side sewer
connection and decommissioning of existing septic tanks are assumed to be the responsibility of
the property owners. The County could seek to borrow for the initial on-site costs to provide
incentive for early connections of existing development by allowing the property owners to
finance their side sewer costs over a number of years with the LID assessment.

Monthly Ratest Because this is a new system without existing customers, it is assumed that the
debt payments will not be funded through monthly sewer rates. The monthly sewer rates are
assumed to include the operations, maintenance, billing, administration and replacement
reserves required to operate the wastewater system. Until the final construction financing is
known, it is assumed that the initial debt repayment will be funded by connection charges and
LID assessments and not by monthly rates.

RE©VERING CARTAL COSTSFRFOM SEWER USERS

The cost categories are used to fairly allocate costs among sewer customers in a manner that strikes a
balance between ensuring fiscal sustainability for the County, the sewer utility and easing the burden on
sewer customers where possible. Table 4 summarizes the plan for recovering the capital costs from
sewer customers.

Table 4:Paying for Capital Costs

CostElement Description Payment Method When to Pay

Common - Common & shared portions of systemt Sewer Connection  Pay upon connection to sewer

GENERAL treatment plant, influent pipeline, reuse area  Charge system

Shared - Collection systemt sewer lines, local pump LID Assessment Pay over 15 to 20 years when

LO@L stations and service laterals in the right-of-way sewer line comes to
neighborhood

On-Site - Connection between home/business and Up to property Pay upon connection to sewer

SDESEWER sewer stub at property line owner system
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Equvalent Residential Units

For planning purposes, the system is described in equivalent residential units (ERUs). This allows the
costs to be determined on a per residential unit basis. The approved Facility Plan assumes an ERU is
equal to 2.2 population equivalents, 60 gallons per day (gpd) per person, 132 gpd per one residential
dwelling unit, or 4,000 gallons of water per month per dwelling unit.

There are an estimated 599 ERUs in the initial phase to be connected in the first year, based on Tetra
Tech@ flow and loads analysis (presented in the Facility Plan) using population projections from Jefferson
County. This was confirmed with water customer records from Jefferson County PUD in 2006. The
20-year total is 4,201 ERUs in the approved 2008 Facility Plan (see 100% Desig@ost Estimate of the
Reclamation Facility and Influent Pipelfioe planned ERUs and flow for the Initial Phase 1). For the
&Core & Rhody Drive Areas and Pause€ scenario described earlier, there are 2,272 projected ERUs in the
20-year planning period. Both of these scenarios include assumptions of new development and
redevelopment to increase sewer customers in each of the 20 years.

The County will need to adopt policies and procedures to administer the sewer utility, including the
definition of assigning ERUs to multifamily residential, multi-unit commercial and higher strength
commercial customers.

Estimated Cost per ERUor Initial Phase (Core and Rhody)

Given the estimated project cost and components described above, Table 5 summarizes the estimated
cost per ERU for the initial phase of Core and Rhody Drive areas. (See Appendix | for a map of the initial
phase.) The cost for an average connection would be $16,600 per ERU plus on-site costs (described in
more detail below). The common and shared costs are divided by the initial capacity of 2,482 ERUs. The
initial collection system costs are divided by the Core & Rhody Drive area of 2,272 ERUs.

Table 5: Egimated Cost per ERU for Initial Phase

CONNECTION CHARGE + LID ASSESSMENT FORHODRE
This alternative divides the initial Phase 1 system costs by the initial GdrRlhody ERUs

a. Initial Common & Shared Costs

Preliminary/Other $3,370,000
Common/Shared Treatment/Reclamation Facilities $19,486,000
Future to Meet Capacity (3-day storage, UV-3) $782,000
Less: Existing Grants & Local PIF Funding -$3,394,987
Subtotal $20,243,01:
Initial Capacity ERUs 2,482
a. Connection Charge due upon connect $8,200 per ERU
b. + LID Assessment
Initial Collection System Costs $17,298,000
Establish LID (20% of assumed $8,000,000 LID) $1,600,000
Subtotal 2@YearCollection System Co $18,898,00(
Core & Rhody Drive 20-Year ERUs 2,272
b. LID Assessment paid over 26ars $8,400 per ERU
c. ConnectiorCharge + LID Assessment this Scenario $16,600 per ERU + Ofite Costs

The connection charge of $8,200 per ERU is based on the initial common/shared facilities required to
provide capacity for Core + Rhody Drive areas ($20.2 million) divided by the initial capacity of 2,482 ERUs
for the Phase 1 treatment facilities. The initial collection system LID assessment is based on the
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estimated cost for Core and Rhody areas ($18.9 million) divided by the 2,272 ERUs planned in those
areas at build-out and averages $8,400 per ERU.

This phasing provides 210 ERUs of additional capacity (2,482 ERUs available minus 2,272 ERUs in initial
phase) at the treatment plant that could be sold before the need to expand the treatment facilities. The
estimated costs are shown on a per-ERU basis. An ERU is equal to a residential dwelling unit or 4,000
gallons of water per month (see also Equivalent Residential Units).

In addition, each property will be responsible for installing the side sewer on its property to connect the
home or business to the system at the property line. This cost will vary by property depending on the
length of the sewer on each lot, the amount of pavement/landscaping restoration, etc. Recent
contractor activity indicates an average of $3,000 per residential gravity connection (see On-Site Costs
below).

Once a property is connected to the sewer, monthly sewer rates will begin (see also Initial Monthly
Sewer Rate).

The 2008 Facility Plan estimated sewer costs per ERU based on the total 20-year facility costs (initial
phases and subsequent expansions) divided by the 4,201 ERUs anticipated to connect over the 20-year
planning period, as required for Growth Management Act planning. (See Appendix B, Scenario 1). This
financial plan tests the sustainability of the initial phase if there is a long pause before expansion into
the residential areas. Therefore the initial phase common and shared costs are divided by the initial
capacity of 2,482 ERUs, which includes 2,272 ERUs Core & Rhody plus 210 additional ERUs of capacity
built into the plant before a major expansion is needed. (See Appendix B, Scenario 2). While the 2008
Facility Plan showed that it was feasible to sewer the entire UGA in the 20-year planning horizon, it is
more conservative to plan for the initial phase and then a long pause, since expansion of the sewer into
residential areas may take significantly longer given the funding challenges and lack of re-development
pressure in these built-out areas. This would be a more traditional method of growing a sewer systemt
expanding when there is demand. This would allow the system to dget off the ground¢ and function and
grow with demand and as dictated by the availability of fundingt from developer extensions, LIDs,
grants, borrowing, monthly rates, etc.

On-Site Costs

In addition to paying the connection charge (for common and shared costs) and LID assessment (for the
collection system), individual property owners will be responsible for installing the side sewer on their
property to connect their home or business to the system at the property line. This cost will vary by
property depending on the length of the sewer on each lot, the amount of pavement/landscaping
restoration, etc. The Facility Plan estimate was $3,500 per residential connection. Based on recent
contractor activity, this is currently estimated to average $3,000.

The 10% design effort completed by Tetra Tech in late 2013 estimated a range of costs for the Core area
($4,800) and Rhody Drive area ($13,200). Some properties are below the sewer line and cannot be
served by gravity service. Instead, these properties will require a grinder pump to pump the effluent up
to the sewer line. These costs are estimated to average $21,900 in the Core area and $23,500 in the
Rhody Drive area.

Because this range was so wide, local contractors were contacted in fall 2015 to obtain examples of
recent bids. (See Appendix J). A contractor active in the Mason County Belfair area provided an average
residential connection for an existing home of $2,000 to $3,000 including decommissioning the existing
septic tank. The same contractor suggested commercial gravity connections were averaging an
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additional $200 to $300 over the residential connections. For pumped systems, the residential average
is $8,000 including grinder pump and electrical connection. Larger commercial pumped systems require
a larger duplex grinder pump system and average $20,000.

Another contractor provided bid tabulations for grinder pump connections for the Sacheen Lake Water
& Sewer District. These pumped residential connections averaged $7,600 including existing system
connection and septic tank pumping. (See Appendix J)

Local Impovement District

A local improvement district is a financing mechanism that allows a capital improvement that benefits
certain properties to be financed by the benefitting properties. A special benefit district would be
formed to include the benefitting properties. Then the cost financed by the LID would be shared among
the properties within the LID through a special assessment. The special assessment can be paid outright
without interest or over a number of years with interest based on the underlying financing. Roads and
sewer collection systems are the type of improvements that are well suited for an LID to allow the
special assessments to be paid over a number of years.

The LID would be administered by Jefferson County and all properties within the LID boundary would
receive a special benefit assessment. The assessment can be paid over a 15- to 20-year period. State law
provides this financing mechanism to the County under Revised Code of Washington 36.94.220. The
formation of a special benefit district must follow certain procedures, including specific notices and
hearings, and a test that demonstrates that the assessment cannot exceed the special benefit received
from the improvement (availability of sewer). The special benefit reflects the value of the property
before and after sewer is available. The limit to financing available under an LID is the amount of special
benefit.

For more information on LIDs, the Municipal Research and Services Center has prepared the Local and
Road Improvement Districts Manual for Washington State. Itis availableat i K S O @apditeS N &

www.MRSC.org.

The estimated average LID assessment of $8,400 per ERU is shown in Table 5 for the initial phase.
However, the LID costs are not anticipated to be spread on an ERU basis. A separate feasibility study
was conducted in 2013 by a specialized appraisal firm (Macaulay & Associates, LTD) to determine the
special benefit and ensure that the project meets the required statutory test that the assessment cannot
exceed the special benefit. The process of establishing LIDs is specified in law and Jefferson County has a
team identified to assist. The property owners will have the option to pay their total assessment up-
front without interest or pay the assessment with their property taxes over 15 to 20 years. The number
of years for repayment will be determined when the final financing is obtained.

Special Benef Appraisal

A draft Formation Specidenefit/Proportionate Assessment Stuaws prepared for the Core and Rhody
areas in November 2013 by Macaulay & Associates, LTD. The draft estimated special benefit (or increase
in property values resulting from the availability of sewer) for the initial area was $13,289,000. A typical
project would proceed with a cost (or amount to be financed by an LID) within the range of 50%-75% of
the special benefit to provide economic incentive for property owners to participate in the project. For
this project, the range would be $6,645,000 to $10,000,000 to be financed by the LID. In order to meet
this test, either the amount of the collection system to be financed would need to be reduced or the
property values increased in relation to the project cost (over which only the dmarket¢ has influence).
Obtaining grants would reduce the amount to be financed.
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In order to bring the costs into a more affordable range, the County has estimated that $21 million in
additional grants will be required. $12 million are necessary to bring the LID assessments into a feasible
range and the remaining grant would be applied to the common and shared facilities. Table 6
demonstrates costs per connection could be reduced to $7,400 per ERU plus on-site costs if $21 million

in additional grants is obtained.

Table 6: Egimated Cost per ERU with $21 Million in Additional Grants

CONNECTION CHARGE + LID ASSESSMENT FORHIDIRE

Future Grants = $21,000,000
This alternative reflects LID Assessment Available with Special Benefits Study in 2014.

a. Initial Common & Shared Costs
Preliminary/Other
Common/Shared Treatment/Reclamation Facilities
Future to Meet Capacity (3-day storage, UV-3)
Less: Existing Grants & Local PIF Funding
Less: FUTURE GRANT FUNDING
Subtotal

Initial Capacity ERUs

a. Connection Charge due upon connectil

b. + LID Assessment
Initial Collection System Costs
Establish LID (20% of assumed $6,400,000 LID)
Less: FUTURE GRANT FUNDING
Subtotal 2G8Year Collection System Co
Core & Rhody Drive 20-Year ERUs
b. LID Assessment paid over-208ars

$3,370,000
$19,486,000
$782,000
-$3,394,987
-$9,000,000

$11,243,013
2,482
$4,600 per ERU

$17,298,000
$1,060,000
-$12,000,000

$6,358,000
2,272
$2,800per ERU

c. Connection Charge + LID Assessment this Scenario

$7,400 per ERU + @Bite Costs|

AFFORDABLTY

Each funding program uses its own measure to determine affordability and hardship. The primary
programs have begun working together to come to common use of measures where possible. The
median household income (MHI) is a fairly common measure for determining affordability of a sewer
system. The typical measure is that sewer costs of approximately 2% of median household income on a
monthly basis are considered affordable. The sewer costs would include the connection fees, LID
assessment and monthly sewer rates. This is very difficult to achieve for a new system and is why most

funding programs have some form of recognizing hardship and providing assistance:

9 PWTF had a lower interest rate and a longer repayment period

9 The Department of Ecology has lower interest rates and potential for a grant portion (up to

$5 million)

9 USDA-Rural Development has lower interest rates and adjusts the grant portion of the offer
1 The Community Development Block Grant (CDBG) program has its own hardship requirement.

Washington State Office of Financial Management estimates median household income for the state and
counties. For projected 2014, the most recent available, Washington State annual MHI is shown as
$58,686 (1% increase from 2012). Jefferson County MHI is shown as $48,189 (a 4% decrease from 2012)
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per year or $4,016 per month. At 2%, the sewer cost would need to be approximately $80.00 per
month. The County would need substantial grant funding to bring the new system costs in at an
affordable level (using the above measures of affordability) and will be seeking to attract grants to assist
in this effort.

The Department of Ecology publishes a median household income table as part of its funding guidelines
each year. This includes the American Community Survey (ACS) data that is based on the June 2014
5-year estimate. The Port Hadlock/Irondale census-designated place is shown with annual MHI of
$30,775, 2% at $616 or monthly 2% at $51.00. In the same table, Washington State is shown with annual
MHI of $59,374. In the two years since 2012, Washington State has increased 1 percent and Port
Hadlock/Irondale has decreased 4 percent.

While the numbers vary by source, it is clear that Jefferson County, and particularly the Port
Hadlock/Irondale area, has lower MHI than the Washington State average. Table 7 summarizes the
comparison of MHI to Washington State for the two published sources.

Table 7: Compare MHI to Washington State

Office ofFinancial Management Department of EcologyApp L

Annual Median Household Income 2014 ACSlunl4

\Washington State $58,686 $59,374

Jefferson County $48,189

Port Hadlock/Irondale census designated place $30,775
Percentage of State MHI 82.1% 51.8%

USDA-Rural Development also considers MHI in determining the mix of grant to loan. The ACS data in
Table 7 is acceptable. If a community does not feel that the ACS data properly reflects its community, it
may conduct an income survey performed by an independent third party. If an income survey is
performed, the result must be used instead of the ACS data.

In order to qualify for CDBG, an income survey has been required in the project area, to be conducted by
a third-party. With the American Community Survey data on-line following the 2010 Census, it is
possible that some published data may be acceptable. Any pre-requisites should be coordinated with
the CDBG program staff prior to beginning a survey effort.

SOURESOF CONSTRUCTION FUNDING

Stateand Federal Appopriations

Jefferson County has been working with state legislators to attempt to acquire a state appropriation to
help reduce the cost of the system to residents. With the current state budget issues, this is not easy to
accomplish and the County is continuing its efforts. The County has also been attempting to acquire
another federal appropriation and is finding that the federal budget issues have reduced the
opportunities. The County will continue these efforts as well.

Key FundingPrograms

With state and federal budget challenges, the typical funding programs have experienced a reduction in
the capital available to grant and loan. Each program requires that the project come in at the
appropriate time and attempt to fit into the programQ@ parameters. If the fit is not there, then the
County will wait for the next year or two-year period to fit in. The key programs include:
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9 Public Works Trust Fund (PWTF), current funding partnert_The County has obtained one low-
interest loan from this program for $10 million at 0.5% interest over 20 years. A five-year
deferral is provided for a new system to allow time to construct the system before debt
repayment begins. The PWTF program has been undergoing changes in the legislature, and the
2014 list that included an additional loan for this project was not funded. It appears that the
interest rates have been increased to be 60% of the interest rate on bonds (approximately 2.7%).
The annual or biennial rounds are typically open with applications due by May. The PWTF Board
develops a draft list in August to be forwarded to the legislature. Funds are available the
following July, assuming the legislature passes the bill. This program is currently on a funding
hiatus, subject to future state legislative action.

91 Department of Ecology Water Quality Assistance, current funding partnert The application cycle
is once per year, with applications due by the end of October and funds available the following
July. In order to apply for construction funding, the County must have Ecology-approved plans
and specs. (The County has obtained Ecology approval for the WWTF and reuse facilities and
would need to complete design and obtain approval for the collection system. Depending on
how long the funding pursuit lasts, some approval areas may need to be revisited). Ecology uses
an interest rate and grant continuum to assist in funding hardship communities. The higher the
level of hardship, the lower the interest rate:

91 The non-hardship interest rate is 60% of the bond market rate each year; 2016 loans are
at 2.4% for 20 years.

1 Moderate hardship (2% to 3% MHI) is 1.6% interest.

1 Elevated hardship (3% to 5% MHI) is 0.8% interest.

9 Severe hardship (5%+ MHI) is 0.0% interest.

A maximum grant of $5 million is available for hardship projects. So far, 30-year repayments
have not been allowed but have been discussed as potential. Additional principal forgiveness
may be available for green projects, possibly in the $500,000 to $1,000,000 range.

1  Community Development Block Grant (CDBG)t This federally funded program has seen
reductions in recent years. It may still be possible to apply for up to $1 million to help reduce the
cost to the lowest income residents connecting in the initial phase. The County must prioritize
this project in order to apply for and use the funding. The application would be through the
Department of Commerce at the State of Washington. An income survey would likely be
required in order to apply and would take some time to complete.

91 U.S. Department of Agriculture-Rural Development, current funding partnert This federally
funded program is already a funding partner and is tracking the project to be a partner in the
construction of the system. The state allocation is typically about $5 million in grants and
$21 million in loans per year. The state has been successful in obtaining more than its share
from the national office for good projects, such as this one. The split would likely be 25% grant
and 75% loan with up to 40-year repayment. The grant is the last portion of funding to be used
for construction. The current interest rate for intermediate hardship communities is 2.75%
(adjusted every quarter). There is an open application process that does not have an annual cut-
off. It is assumed that this application would be prepared and submitted at the same time as for
other construction funding and the programs would work together.

1 USDAt Community Programst There is a grant program specific to connection charges for
income qualified low-income property owners. The property owner would apply directly to the
program.
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1 Washington State Community Economic Revitalization Board (CERB)t The CERB program could
be used to supplement a grant of up to $1 million if funds are available. This program focuses on
economic development and job creation and retention. A private partner would likely need to
sign a letter of commitment to the number of jobs.

FEWEROPERANG BUDGET

Once the system is constructed, the sewer utility will need to manage and operate the system. An
estimated sewer operating budget has been developed based on the annual O&M cost projections from
Tetra Tech. Other elements have been added, including billing, state taxes and administration. A
reserve fund for emergencies and future capital also must be built up over time.

Estmated Annual (perationsand Maintenance Costs

Tetra Tech estimated the annual O&M costs for each year based on the anticipated facilities in service,
flow and ERUs connected for the 20-year planning period. Tetra Tech also prepared a version for the
initial system (Core + Rhody Drive area and Pause). This did not change the initial costs because there
was no change in the initial facilities. The labor estimate of 1.24 full time equivalent (FTE) staff members
reflects the level of effort necessary to complete the recommended O&M tasks (appropriate for
contracting for services). Based on operating experience from other small wastewater treatment
facilities in the area, Jefferson County was more comfortable with 2.0 FTEs if operating the new system,
to ensure coverage of the key certified operator positions. Table 8 summarizes the annual costs.

Table 8:Edimated Amnual O&M sts

Port Hadlock Sewer O&M Program Annual Cost
Operations & Maintenance
Labor-FTE = 2.0 $187,000
Other Annual O&M Costs $111,900
Total Annual O&M Costs (unescalate $298,900
Alternative Operations & Maintenance
Labor- FTE = 1.24 + growth $116,500
Other Annual O&M Costs $111,900
Total Annual O&M Costs (unescalate $228,400

Other annual O&M costs, including, power, chemicals, biosolids handling, and supplies, are included in
the estimated annual O&M costs. An allowance for membrane replacement is also considered an annual
cost in this analysis. Appendix E provides more details on the O&M costs.

Initial Sewer Operating Budget

The financial plan treats the capital costs related to construction of the sewer facilities as separate from
the annual operating costs of running the utility from day to day. The sewer operating budget includes
operations and maintenance, billing, state taxes and administration, contributions to a replacement fund
for short-lived assets and building a reserve for emergencies and future expansion of the sewer
treatment facilities. Table 9 shows the initial sewer operating budget at $621,000, or $87.00 per ERU per
month based on 599 ERUs. See Appendix E.2 for further information about the operating budget.

Tetra Tech estimated short-lived assets that would need to be replaced in spans of 1 to 5 years, 6 to 10
years and 11 to 15 years. Like the annual O&M, the cost of replacing the equipment, etc. was converted
to a cost per ERU. A cost was determined for each 5-year interval and added together for a total of
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$9.83. This was rounded up to $10.00 per ERU. The short-lived asset calculations are included in
Appendix D.

The emergency reserve is assumed to be built up over a number of years at $50,000 per year.

Table 9:Initial Sewer Operating Budget

Monthly Cost per
Port Hadlock Annual Sewer Program Initial Budget ERU
Operations & Maintenance
Labor - FTE=2.0 $187,000
Other Annual O&M Costs $111,900
Total Annual O&M Costs (unescalater $298,900 $42.00
Administration/Billing/State Tax
Billing - Salary/Benes, 0.5 FTE $28,750
Management & Accounting Management $51,700
Communication/Travel/Advertising $5,500
Insurance (Liability & Property) $30,000
State Excise Tax $14,000
Interfund Professional Service $50,000
Professional Services/Consulting $20,000
Subtotal Administration $199,950 $28.00
ShortLivedAssets $72,000 $10.00
Build up Emergency Reserve $50,000 $7.00
Estimated Operating Budge $620,850 $87.00

Initial Monthly Sewer Rate

The initial monthly sewer rate is estimated to be $87.00 per ERU based on the estimated operating
budget of $620,850 shown in Table 9.

The estimates and allowances contained in the 2008 Facility Plan (totaling $60.00 per ERU per month)
have been updated to reflect an estimated initial sewer operating budget following a review of the
Mason County Belfair Sewer Program and typical Jefferson County indirect and interdepartmental
charges, as seen with the Solid Waste utility. The current estimate of $87.00 per ERU per month is less
than other new systems (Belfair is $96.00 per ERU per month with the County funding debt payments)
but is higher than some methods of determining affordability. These measures should be clearly
discussed with potential funding sources to be sure all are of a common understanding before
proceeding. Grants are not generally available for annual operating budget costs. The following
alternatives are available for the County@ consideration in order to reduce the sewer program costs to a
more affordable level:

1 Contract for operations and maintenance services to reduce the operator staffing to the levels
estimated by Tetra Tech. Options include Jefferson County PUD; Water & Wastewater Services,
LLC, which provides contract services to Fort Flagler State Park wastewater treatment plant;
West Sound Utility District, which has offered services in past years; and others that may be
qualified and available.

9 Contract for billing and receipting with Jefferson County PUD. A cost estimate has not been
obtained to determine how the costs might compare. Certain details would need to be
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negotiated, including collections of past due accounts. Jefferson County will be responsible for
making debt repayment.

At a point in the growth of the utility, a minimum emergency fund balance should be established and the
rest would be available for expanding the sewer treatment system or funding debt service associated
with the expansion. A rate study should be planned for 3 to 5 years into operations to review and
update the rates, reserves and financial plan.

The sewer reserve is not planned to fund any collection system expansion. Instead, the sewer collection
system or sewer lines will be expanded by future local improvement districts or developer extensions.

20-Year Cash Flow Test

The 20-year projected cash flow has been updated to reflect current estimates of funds flowing into and
out of the sewer fund. Two alternatives are provided in Appendix H with grants of $21 million:

1 With Funding Program Grants ($10 millioaipd Loans ($20.7 million) + State/Federal
Appropriations ($11 millionj Appendix H.1. includes funding program grants of $5 million from
Ecology and $5 million from USDA-RD, with $11 million in additional grants from either state or
federal appropriations. In addition to using the existing PWTF loan ($8.3 million available), the
initial phase would require total loans of $20.7 million with borrowing the initial on-site costs
($2.7 million) to provide incentive for initial connections. This scenario includes formation of an
LID for $7 million.

1 With State/Federal Appropriations ($21 million) and borrowing ($18 millianAppendix H.2.
shows the projected cash flow with an additional $21 million in either state or federal
appropriations and a total of $18 million in borrowing, including the existing $8.3 million from
the existing PWTF loan. This assumes that an LID will not be formed and the County will not
borrow for the on-site costs.

These alternatives are provided to demonstrate the variety of funding opportunities that may be
available. Additional PWTF loans may or may not be available, depending on actions in the legislature.

One test assumed funding only from funding programs, including $10 million in grants ($5 million from
Ecology and $5 million from USDA-RD). The program grants in addition to the existing PWTF loan are not
sufficient to fund the initial phase, therefore this scenario is not included.

CONCIUSON

The funding of this project is a major undertaking that will require piecing together a financing package
from various sources. When doing so, the County should consider the ongoing administrative burden of
managing several funding sources. The 20-year cash flow examples in Appendix H include splitting the
funding sources by the major system elements (general, local and on-site). Two alternatives are
provided to demonstrate the variety of funding opportunities that may be available. Additional PWTF
loans may or may not be available, depending on actions in the state legislature. The other alternatives
include the following:

a) Use the existing $10 million PWTF loan and take advantage of funding assistance program grants
(estimated to be $5 million from Ecology and $5 million from USDA-RD) to help make the project
affordable to the community. The remainder would be financed by loans from the same
programs. Even with the programmatic grants ($10 million), an additional $11 million is needed
from federal/state appropriations to establish a reasonable connection charge and an affordable
LID (total grants equal to $21 million).
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b) Attempt to finance without forming an LID by selling general obligation bonds ($10.8 million),
use the existing PWTF ($8.3 million) and appropriations/grants totaling $21 million. This would
eliminate the difficulty and cost of forming an LID but would require higher connection fees or
monthly fees to cover bond payback.

c) Supplement the examples by applying to CDBG for a $1 million grant to help reduce the cost for
the lowest income residents.

d) Continue monitoring grant programs for potential new sources or the return of the State and
Tribal Assistance Grant (STAG) program.

e) Continue the pursuit of state and federal appropriations.

Once connected to the system, it is estimated that monthly rates for ongoing operations would be
$87.00 per equivalent residence. Other properties (commercial and industrial) would calculate the
number of ERUs by dividing their monthly water usage by 4,000 gallons. It may be possible to reduce this
cost by contracting or sharing services.

In order to keep up with the interest on the financing package, it will be important to adjust the
connection charges each year in the future. The County will also have 210 additional ERUs beyond those
estimated to be needed for the initial phase area that can be sold to properties that require more
sewage service, used to accommodate developer extensions that may wish to connect, or for additional
LIDs. After 210 ERUs, a major expansion of the treatment facilities will be required.

A omment about ERUS This plan is based on an assumption of how many and when ERUs will
connect. This is especially critical in regard to the revenue (how quickly it is received) and the costs per
ERU (how much). A cash flow model is available in Appendix H. There are currently 599 ERUs estimated
in the initial Core and Rhody area. The cash flow model makes assumptions about the rate of additional
connections each year (about 10% increase per year). A slower than predicted connection rate could
result in a revenue shortfaltecessitating increased rates or subsidies from other ssuwcover the
deficit.

A potential shortfall in the number of connections could require an interfund loan or some mechanism
to meet the debt repayment. However, the initial operating budget was divided by 599 ERUs to
determine the monthly fee of $87.00 per ERU. Additional customers would bring down the cost per ERU
and help cover inflation during the first six years. The rates should be reviewed annually with the budget
process.

The County will also need to adopt policies and procedures to administer the sewer utility, including the
definition of assigning ERUs to multifamily residential, multi-unit commercial and higher strength
commercial customers.

Given this updated financial plan, it is recommended that Jefferson County convene a meeting of the
financial Tech Team (established at the Infrastructure Assistance Coordinating Council conferences) to
discuss the CountyQ options for moving forward. The Tech Team is led by Peter McMillin of USDA-RD
and includes representatives from PWTF, Ecology, CDBG, CERB, Growth Management and other relevant
funding assistance programs.
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APHINDICES

APHNDIX A Additional Funding Needed for Construction of Initial Phase Includes the initial capital
costs with construction management, the funding secured to date, and additional funding needed for
construction of the initial phase Core and Rhody Drive areas.

APHNDIX B. Shaing Capital Costst This appendix details two alternatives for sharing the costs of
constructing a new sewer system: B.1 Without Additional Grants; and B.2 With $21 Million in Additional
Grants. Each page shows:

9 Capital costs spread over the full 20-year connections (this does not fit the initial Core + Rhody
and pause scenario)

9 Initial capital costs spread over the ERUs for Core + Rhody Drive areas (includes connection
charge + LID assessment)

9 Initial capital costs spread for Core + Rhody Drive areas (all costs in the connection charge, no
LID).

APHNDIX C Potential Impact on Sample Roperty Types Appendix C.1 identifies the potential impact
on a variety of sample property types in the Core & Rhody Drive areas based on the project budget,
additional grants to be obtained, connection charge and range of special benefits. Because the
assessments can be paid over a number of years, Appendix C.2 demonstrates the estimated annual
payments for a variety of sample assessment amounts.

APHNDIX D Shat-Lived Assetst  This appendix presents the analysis of short-lived asset replacement
provided by Tetra Tech.

APHNDIX E Annual O&M Costst E.1 includes the 20-year estimated annual operations and
maintenance costs by Tetra Tech. E.2 includes the difference in cost between 1.24 FTE vs. 2.0 FTE.
E.3 shows the estimated O&M costs for the initial phase Core and Rhody Drive areas.

APHENDIX F. Estimated Sewver Program and Monthly Rate per ERW The table and graphic
demonstrate the portion of the sewer program for O&M, billing/state tax/administration, replacement
for short- lived assets and emergency reserve. The monthly rates do not include debt service.

APHNDIX G Estimated PWTF Déddt Paymentst A debt schedule is estimated for the existing $10 million
PWTF Loan and the alternative of borrowing only $1.7 million to complete the local match for the EPA
grant and 10% design on the collection system.

APHNDIX H. 20-Year SewerOQutlookt Two alternatives are provided for funding the initial phase of Core
and Rhody Drive areas:

T H.1. Use funding programs for grants ($10 million) & loans ($20.7 million) + add $11 million
state/federal appropriations for total additional grants = $21 million

1 H.2. Assume no LID, additional state/federal appropriations ($21 million), existing PWTF loan
($8.3 million) and general obligation bonds ($10.8 million). No borrowing for initial on-site costs.

These alternatives are provided to demonstrate the variety of funding opportunities that may be
available. Additional PWTF loans may or may not be available depending on actions in the legislature.

APHINDIX1. Map of Initial Phase(Core & Rhody Drivareag
APPENDIX RecentContractorCosts for OrSite Connections
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APHNDIX A Additional Funding Neededfor Gongtruction of Initial Phase

ESTIMATE AT 100% DESIGN WWTFDEBKGNCOLECTION SYSTEM |

UPDATED COSTS ($2014)

ESTIMATED PROJECT COSTS (excludes Facility Plan and previous planning/UGA efforts)

Preliminary/Other

Land Acquisition $1,400,000 Completed
Environmental/Cultural Review $276,000 Completed
Permitting $60,000 Completed
Other Preliminary (fund, public involvement, etc.) 30% $316,000 Completed
Public involvement/information $73,000 Ongoing
Other (Value Engineering/LID/Legal) $500,000 Ongoing
County Project Administration $525,000 Ongoing
Utility Operations Startup $220,000
Subtotal Preliminary $3,370,000
Water Reclamation & PipelineCommon
Construction * $15,496,000
Design: 30% $500,000 Completed
Design: final & bid documents $1,785,000 Completed
Project Restart @ 1% $155,000
Construction Management @ 10% $1,550,000
Subtotal Common $19,486,000
Future Storage and UV3 to complete initial capacity $782,000 Year 6
Total Common Facilities (Treatment, Reuse & Pipelil $23,638,000
Initial Collection System: Core & Rhody
Construction $13,818,000
Land Acquisition for Pump Stations $25,000
Design @ 15% $2,073,000
Construction Management @ 10% $1,382,000
Establish LID (20% of assumed $8,000,000 LID)4 $1,600,000
Subtotal Initial Collection Systen $18,898,000
Total System w/Initial Collection Syster $42,536,000
Option: Include Initial Side Sewer Cost $2,675,000
Total Project Cost $45,211,000
LESS: FUNDING IN HAI $13,394,987
Additional Funding Needec $31,816,013
Funding Needed with Initial Side Sewer (Rounde $31,900,000

1 Tetra Tech Water Reclamation Facility and Influent Pipeline 100% Cost Estimate 12-30-2013 ENR Adjusted
2. Tetra Tech 10% Opinion of Probable Construction Costs Core and Rhody Drive Collection System includes

A. mainline sewers in right-of-way and pump stations
B. service laterals in right-of-way.

3. Tetra Tech 10% Opinion of Probable Construction Costs Core and Rhody Drive Collection System includes

C. Service Connection on Private Property.

4. The LID is assumed to be able to accommodate $8,000,000 based on 60% of special benefit. The cost to establish an LID includes
a required 10% guaranty fund, 6.5% allowance for interim interest & financing, and 3.5% allowance for final bond financing costs

(total 20% of LID-financed construction).
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FUNDING SECURED TO DATE

Source

Amount

GRANT
WA Dept. of Ecology Reclaimed Water Grant
USDA-RD Predevelopment
SAAP Federal Appropriation (EPA Admin)
Subtotal Grant

LOCAL
2011 LTGO Bond Issue to be repaid by Rural Co.
Sales Tax (PIF Fund)

Subtotal Loca

LOAN
2011 PWTF loan
Subtotal Loar

$197,797 Preliminary design 30%
$25,000 National Environmental Protection Act compliance
$970,000 2010 federal appropriation toward design

$1,192,797

$2,202,190 45% local match for SAAP & portion land acquisition, .09 Rural
Co Sales Tax sunsets in 2027

$2,202,19(

$10,000,000 Other preliminary, land acquisition, begin construction

$10,000,00C Approx. $1.7 million used through 2014

TOTAL FUNDING TO D¢/

$13,394,987

LTGO = Limited-tax general obligation
PIF = Public Infrastructure Fund
PWTF = Public Works Trust Fund

SAAP = Special Appropriation Act Projects (EPA grant program)
USDA-RD = U.S. Department of Agriculture Rural Development
program
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APPRIDIX B1. SharingCapital Costst No Additional Grants

Port Hadlock UGA Wastewater Treatment UPDATED 10/12/15
FUNDING ALTERNATIVES FOR CAPITAL COSTS |GRANTS = $0|

1 CONNECTION CHARGES FOR COMMON & SHARED TREATMENT/REUSE FACILITIES + LID FOR COLLECTION
This alternative divides all 20-year costs by all 20-year ERU's

a. 20-year costs / 20-year ERU's

Preliminary/Other $3,370,000

Water Reclamation & Pipeline - Common $19,486,000

Future Water Reclamation Facilities $12,198,000

Less: Existing Grants & Local PIF Funding -$3,394,987
$31,659,013

20-Year ERU's 4201

a. Connection Charge due upon connecting $7,600 per ERU

b. + LID Assessment to be determined by individual phase

20-year Collection System Costs $51,088,096

Establish Multiple LID's $4,904,000

Subtotal 20-year Collection System Cost $55,992,096

20-Year ERU's 4201

b. LID Assessment paid over 20-years

$13,400 per ERU

c. Connection Charge + LID Assessment this Scenario

$21,000 per ERU + On-Site Costs

2 CONNECTION CHARGE + LID ASSESSMENT FOR CORE+RHODY

This alternative divides the initial Phase 1 system costs by the initial Core+Rhody ERU's

a. Initial Common & Shared Costs

Preliminary/Other $3,370,000
Common/Shared Treatment/Reclamation Facilities $19,486,000
Future to Meet Capacity (3-day storage, UV-3)? $782,000
Less: Existing Grants & Local PIF Funding -$3,394,987
$20,243,013
Initial Capacity ERU's 2482
a. Connection Charge due upon connecting $8,200 per ERU
b. + LID Assessment
Initial Collection System Costs $17,298,000
Establish LID (20% of assumed $8,000,000 LID) $1,600,000
. Y o ono ~hn
Subtotal 20-year Collection System Cost $18,898,000
Core & Rhody Drive 20-Year ERU's 2272

b. LID Assessment paid over 20-years

$8,400 per ERU

c. Connection Charge + LID Assessment this Scenario

$16,600 per ERU + On-Site Costs

3 ALL IN CONNECTION CHARGE FOR CORE+RHODY (NO LID)

This alternative assumes initial costs are divided by Core+Rhody ERU's for connection charges. There is No LID.

a. Initial Common & Shared Costs

Preliminary/Other $3,370,000
Common/Shared Treatment/Reclamation Facilities $19,486,000
Future to Meet Capacity (3-day storage, UV-3)? $782,000
Initial Collection System Costs $17,298,000
Less: Existing Grants & Local PIF Funding -$3,394,987

Core+Rhody ERU's

$37,541,013

a. Connection Charge due upon connecting

$16,500 per ERU + On-Site Costs

L All costs are shown in 2014 dollars. This assumes that all connection charges would increase each year to reflect
cost escalation to be sure that future facilities costs would be covered.
2 The County would have an option to fund the future facilities improvements (3-day storage and UV-3 total $782,000)
through rates. The above scenarios include those costs in the connection charges.
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APHENDIX B2. Sharing Capital CostsWith $21 Million Additional Grants
Port Hadlock UGA Wastewater Treatment UPDATED 10/12/15
FUNDING ALTERNATIVES FOR CAPITAL! COSTS |GRANTS = $21,000,00¢
1 CONNECTION CHARGES FOR COMMON & SHARED TREATMENT/REUSE FACILITIES + LID FOR COLLH
This alternative divides all 20-year costs by all 20-year ERU's
a. 20-year costs / 20-year ERU's

Preliminary/Other $3,370,000
Water Reclamation & Pipeline - Common $19,486,000
Future Water Reclamation Facilities $12,198,000
Less: Existing Grants & Local PIF Funding -$3,394,987
$31,659,013
20-Year ERU's 4201
a. Connection Charge due upon connecting $7,600 per ERU
b. + LID Assessment to be determined by individual phase
20-year Collection System Costs $51,088,096
Establish Multiple LID's $4,904,000
Subtotal 20-year Collection System Cost $55,992,096
20-Year ERU's 4201
b. LID Assessment paid over 20-years $13,400 per ERU
Less: FUTURE GRANT FUNDING -$5,000 -$21,000,000
c. Connection Charge + LID Assessment this Scenario $16,000 per ERU + On-Site Costs

2 CONNECTION CHARGE + LID ASSESSMENT FOR CORE+RHODY
This alternative divides the initial Phase 1 system costs by the initial Core+Rhody ERU's
a. Initial Common & Shared Costs

Preliminary/Other $3,370,000

Common/Shared Treatment/Reclamation Facilities $19,486,000

Future to Meet Capacity (3-day storage, UV-3)° $782,000

Less: Existing Grants & Local PIF Funding -$3,394,987

Less: FUTURE GRANT FUNDING -$9,000,000
$11,243,013

Initial Capacity ERU's 2482

a. Connection Charge due upon connecting $4,600 per ERU

b. + LID Assessment

Initial Collection System Costs $17,298,000
Establish LID (20% of assumed $6,400,000 LID) $1,060,000
Less: FUTURE GRANT FUNDING -$12,000,000
Subtotal 20-year Collection System Cost $6,358,000
Core & Rhody Drive 20-Year ERU's 2272
b. LID Assessment paid over 20-years $2,800 per ERU
c. Connection Charge + LID Assessment this Scenario $7,400 per ERU + On-Site Costs

3 ALL IN CONNECTION CHARGE FOR CORE+RHODY (NO LID)
This alternative assumes initial costs are divided by Core+Rhody ERU's for connection charges. There is No LI
a. Initial Common & Shared Costs

Preliminary/Other $3,370,000
Common/Shared Treatment/Reclamation Facilities $19,486,000
Future to Meet Capacity (3-day storage, UV-3)° $782,000
Initial Collection System Costs $17,298,000
Less: Existing Grants & Local PIF Funding -$3,394,987
- GRANT FUNDED -$21,000,000
$16,541,013
Core+Rhody ERU's 2272
a. Connection Charge due upon connecting $7,300 per ERU + On-Site Costs

L All costs are shown in 2014 dollars. This assumes that all connection charges would increase each year to reflect
cost escalation to be sure that future facilities costs would be covered.

2 The County would have an option to fund the future facilities improvements (3-day storage and UV-3 total $782,000)
through rates. The above scendarios include those costs in the connection charges.
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APHINDIX C.1Potential impact on SampleProperty Types

This collaboration between KI&A and Jefferson County was to identify the potential impact on a variety of sample property types based on the project budget, additional grants,
connection charge and ranges of special benefits. The property type samples below are based on the scenario where Total Assessments = $6,358,000 + Connection Charge =

$4,600 per ERU + On-site depends on the individual property.
SUMMARY

Port Hadlock UGA Wastewater Treatment - Initial LID Property Examples
Estimated Collection System Project Cost to be funded by grants & LID

|ALL PROPERTIES WITHIN THE LID WILL RECEIVE AN ASSESSMENT - TO BE PAID ‘bVEF*(ZONTEEB'EON CHARGES ARE PAID WHEN CONNECTING 'tOi-SIEV\BN-SITE COSTS

Additional Grant Toward Initial Collection System =$12,000,000

Additional Grant Toward Common & Shared = $9,000,000

Questions to be clarified and discussed -

For multiple units - will ERU's be assigned per unit? 1 or less than 1 per unit? Connection charge is shown by water usage in this version
What will definition of single family and multiple units be - these are good examples above to think about

There can always be a different method of calculating connection charges and charging monthly bills

What about multiple unit commercial buildings - strip mall, business park, laundry has 2 lots 2 buildings and 2 meters

Updated Financial Plan for Port Hadlock Wastewater System

Total LID Assessments this Scenario $6,358,000
$4,60a per ERU
Estimated ERU's for Estimated
Assessment - Pa) Connection Connection Based on existing water|
Property Use Example Properties Over 20 Years Charge Charge meters & water usage On-site costs include
1 Restaurant 1 Large Restaurant property @ 62,000 sq ft lot size $28,70Q 11 $50,600 1 meter connecting the
2 Restaurant 2 Small Restaurant property @ 16,000 sq ft lot size $7,200 2 $9,200 1 meter building/home to the
3 Restaurant 3 Large Restaurant property @ 54,000 sq ft lot size $19,10Q 6 $27,600 1 meter sewer stub at the
4 Restaurant 4 Small Restaurant property @ 13,000 sq ft lot size $7,200 5 $23,000 1 meter property line. The
5 Grocery Large Grocery with parking @ 150,000 sq ft (multiple lots) $169,800 18 $82,800 1 meter costs will vary by
6 Gas Station Gas Station property @ 19,000 sq ft lot size $7,200 2 $9,200 1 meter property.
7 Laundry Laundry property @ 30,000 sq ft (2 lots) $31,100 31 $142,600 2 meters
8 School Primary School Campus @ 470,000 sq ft $81,30Q 9 $41,400 1 meter
9 Library Library Property @ 120,000 sq ft $28,70Q 7 $32,200 2 meters
10 Building Supply etc. Building Supply property @ 108,000 sq ft $28,70Q 2 $9,200 1 meter
11 Building Supply etc. Nursery property @ 17,000 sq ft $7,200 8 $36,800 1 meter
12 Building Supply etc. Lumber property @ 350,000 sq ft (2 lots) $78,90Q 1 $4,600 1 meter
13 Building Supply etc. Equipment Rental property @ 38,000 sq ft $19,10Q 2 $9,200 1 meter
14 Vacant Vacant property @ 30,000 sq ft, comm'l on highway $28,70Q to be determined no meter
15 Multiple Units Small Motel (12 units) $7,200 2 $9,200 1 meter
16 Multiple Units Senior Housing Complex (32 units, 4 buildings) $43,10Q 6 $27,600 4 meters
17 Multiple Units Apartment Complex $86,10Q 23 $105,800 1 meter
18 Mobile Home Park  Mobile Home Park @ 922,000 sq ft (75 units, 2 lots) $95,700Q 75 $345,000 1 meter
19 Business Park Office/Business Park @ 100,000 sq ft $47,80(Q 4 $18,400 1 meter
20 Strip Mall Small Strip Mall/Shopping (3 lots, 3 buildings) $62,20Q 6 $27,600 3 meters
21 Professional Office  Medical/Dental/Vet property @ 8,000 sq ft $7,200 1 $4,600 1 meter
22 Professional Office  Medical/Dental/Vet property @ 38,000 sq ft $19,10Q 3 $13,800 1 meter
23 Auto Works Auto Mechanic property @ 12,000 sq ft $4,800 1 $4,600 1 meter
24 Auto Works Auto Mechanic property @ 44,000 sq ft $16,70Q 1 $4,600 1 meter
25 Auto Works Auto Mechanic property @ 110,000 sq ft $57,40Q 2 $9,200 1 meter
26 Residential - Sing FanSingle Family Res @ <15,000 sq ft (Core RR-5 - UGA-C) $7,200 1 $4,600 per sing fam connection
27 Residential - Sing FanSingle Family Res @ <15,000 sq ft (Core RR-5 - UGA-C) $12,00Q 1 $4,600 per sing fam connection
28 Residential - Sing FanSingle Family Res @ 72,000 sq ft (Rhody RR-5 - UGA-LDR) $14,40Q 1 $4,600 per sing fam connection
29 Residential - Sing FanSingle Family Res @ 78,000 sq ft (Core RR-5 - UGA-MDR) $23,90Q 1 $4,600 per sing fam connection
30 Residential - Sing FanSingle Family Res @ 44,000 sq ft (Rhody RR-5 - UGA-C) $28,70Q 1 $4,600 per sing fam connection
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APPENDIX C.8ample Annual Payments on Assessments

With an LID, the property owner has the choice to pay the assessment at the beginning with no interest, or over a
specified period of years with interest. The annual assessment amount including interest would be added to the
property tax statement each year year. The following table provides examples of the annual payments for a variety of
assessment amounts.

|SAMPLE LID ASSESSMENT |

ASSUMPTIONS:
ANNUAL PAYMENTS 20
PAYMENTS PER YR 1
ANNUAL INTEREST 3.50%
EXAMPLES OF SAMPLE ASSESSMENTS & RELATED ANNUAL PAYMENTS
ASSESSMENT: | $4,800 $7,200  $12,000  $14,400 $28,700
YEAR 1 408 612 1,020 1,224 2,440
YEAR 2 400 599 999 1,199 2,389
YEAR 3 391 587 978 1,174 2,339
YEAR 4 383 574 957 1,148 2,289
YEAR 5 374 562 936 1,123 2,239
YEAR 6 366 549 915 1,098 2,188
YEAR 7 358 536 894 1,073 2,138
YEAR 8 349 524 873 1,048 2,088
YEAR 9 341 511 852 1,022 2,038
YEAR 10 332 499 831 997 1,987
YEAR 11 324 486 810 972 1,937
YEAR 12 316 473 789 947 1,887
YEAR 13 307 461 768 922 1,837
YEAR 14 299 448 747 896 1,787
YEAR 15 290 436 726 871 1,736
YEAR 16 282 423 705 846 1,686
YEAR 17 274 410 684 821 1,636
YEAR 18 265 398 663 796 1,586
YEAR 19 257 385 642 770 1,535
YEAR 20 248 373 621 745 1,485
TOTAL PAYMENTS $6,564 $9,846  $16,410 $19,692  $39,247

CAUTION: This sample has been prepared for discussion purposes only and is not
intended to indicate what the actual interest rate or payments will be. The interest
rate will be determined by the market when project financing is complete and final.
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APHINDIX D Short-Lived Asset Relacement Analysis (provided by Tetra Tech)

Short Lived Asse Cost by Years

1to5 Year 5t0 10 Year 10to 15 Year
Projed Gomponent Base Cost % $ % $ % $
CO_LEAION SYSTEM PUMP STATIONS
Pump Sation 1
Pumps $40,000 2% $800 10% $4,000 75% $30,000
Valves $20,000 $- $- 10% $2,000
Instruments, PLC & programming $30,000 2% $600 10% $3,000 75% $22,500
Generator $50,000 2% $1,000 10% $5,000 75% $37,500
Pump Sation 2
Pumps $30,000 2% $600 10% $3,000 75% $22,500
Valves $15,000 $- $- 10% $1,500
Instruments, PLC & programming $25,000 2% $50 10% $2,500 75% $18,750
Generator $40,000 2% $800 10% $4,000 75% $30,000
Pump Sation 3
Pumps $30,000 2% $600 10% $3,000 75% $22,500
Valves $15,000 $- $- 10% $1,500
Instruments, PLC & programming $25,000 2% $50 10% $2,500 75% $18,750
Generator $40,000 2% $800 10% $4,000 75% $30,000
Pump Sation 4
Pumps $30,000 0% $- 2% $600 10% $3,000
Valves $15,000 $- $- $-
Instruments, PLC & programming $25,000 0% $- 2% $50! 10% $2,500
Generator $40,000 0% $- 2% $800 10% $4,000
ITREATMENT PLANT $- $- $-
Influent Pump Sation
Pumps $50,596 2% $1,012 10% $5,060 75% $37,947
Valves $22,096 $- $- 10% $2,210
Sampler $4,125 2% $83 10% $41 100% $4,125
Instruments $34,090 2% $682 10% $3,409 75% $25,568
Headworks
Odor control $67,550 $- 10% $6,755 75% $50,663
Gates $23,200 $- 2% $464 5% $1,160
Screens $300,000 2% $6,000 10% $30,000 75% $225,000
Sampler $6,819 2% $136 10% $682 75% $5,114
Instruments 18,600 2% $372 10% $1,860 75% $13,950
IAdmin Building
furniture $27,304 2% $546 10% $2,730 75% $20,478
HVAC: furnace, fans, heat pump $12,359 2% $247 10% $1,236 75% $9,269
Plumbing fixtures $23,112 $- 5% $1,156 50% $11,556
Lab equipment $59,740 2% $1,195 10% $5,974 75% $44,805
Instruments, PC & programming $72,650 2% $1,453 10% $7,265 75% $54,488
[Treatment Fecility
HVAC: furnace, fans, heat pump $17,281 2% $346 10% $1,728 75% $12,961
Plumbing fixtures $5,360 $- 5% $268 50% $2,680
MBR equipment, excluding membranes $1,538,747 1% $15,387 5% $76,937 50% $769,374
Feed forward pumps $9,000 2% $180 10% $900 75% $6,750
Gates $38,000 $- $- 10% $3,800
Monorail hoist & davit cranes $22,800 $- 5% $1,140 50% $11,400
UV equipment $166,000 2% $3,320 10% $16,600 75% $124,500
C3 pumps $58,179 2% $1,164 10% $5,818 75% $43,634
Valves $72,050 $- $- 10% $7,205
Sampler $6,819 2% $136 10% $682 75% $5,114
Chemical system $3,048 2% $61 10% $305 75% $2,286
Instruments PLC & programming $61,820 2% $1,236 10% $6,182 75% $46,365
Ste
Generator $206,900 2% $4,138 10% $20,690 75% $155,175
ITOTAL $3,398245
Max interval duration (years) 5 10 15
ear for ERUs 3 8 13
ITOTAL $43,894 $231,153 $1,944,575
IANNUAL (dlivide by maximum interval duration) $8,779 $23,115 $129,638
ERUs in midpoint of interval 776 1480 2825
Cost/ERU/Mo $4.71 $1.30 $3.82
Total Cost/ERU/Mo $9.83
Total Cost/ERU/Mo (Rounded) $10

Qubject: Estimated 20-YearCah How

Tt source file: 100% Cost Estimate 12-30-2013BENRadjusted & SLiv Assds & 20yr cash

Date: 17-Jan-14

Asaume grinder pumps will be finandial responsibility of affected properties - either through surcharge or direct replacement.
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APHNDIXE 1. Annual O&M Gostsg20-YearPlan (provided by Tetra Tech)
Jefferson County Port Hadlock Wastewater System

Sewer Operating Budget

Prepared by Katy Isaksen & Associates

This version of estimated Sewer Utility operating costs is a combination of Tetra Tech estimates for O&M and short-lived assets, administration estimates by KI&A based on typical utility costs and Monte based on Jefferson County cost allocation. Versions include O&M beginning with 1.24 FTEs and building

each year as connections and flow increase (would be typical for contracting/shared service) OR O&M begins with 2.0 FTE and remains until the need to increase (more likely for a County department). For discussion purposes, the 2.0 FTE version is compared for the 20-year Facility Plan ERUs and for Core +
Rhody Only. Both scenarios have the same start-up costs and ERUs and would grow for increased connections/flow and inflation (not shown in this version).

Two Scenarios are provided:
- 20-Year Facility Plan, Rows 131-158
- Core + Rhody, Rows 183-203

From Tetra Tech 20Yr Cash How 8-7-14 Estimated costs, December 2013, no cost escalation has been added for inflation
Year| 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 ‘
ERUs 599 681 776 883 1004 1143 1301 1480 1684 1917 2181 2482 2825 3214 3658 3666 3768 3872 3978 4088 4201 ‘
ML QOSTS - WWTF
Power $17,144  $17,836 $18,599 $19,467 $20,455 $21,579 $22,864 $24,320 $25,977 $28,500 $31,027 $35137 $38,411 $42,135 $46,338  $46,432  $47,397  $48,390 $49,410 $50,458  $52,615
Labor $107,227 $110,921 $114,640 $118,389 $122,170 $125,988 $129,849 $133,758 $137,723 $141,848 $146,298 $153,218 $157,946 $166,442 $170,559 $174,278 $178,126 $181,983 $185,850 $189,726 $193,763
Replacement parts $17,404  $17,404 $17,404 $17,404 $17,404 $17,404 $17,404 $17,404 $50,404 $50,618 $51,393 $52,276 $53,280 $21,422 $37,722  $37,747  $38,043  $38,348 $56,661  $90,733  $91,399
Lab Supplies $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000  $10,000  $10,000
Chemicals $3,580 $4,100  $4,660  $5,310 $6,040 $6,870 $7,820 $8,900 $10,130 $11,520 $13,110 $14,920 $16,980 $19,330 $21,990 $22,040 $22,650 $23,280 $23,920 $24,580  $25,940
Biosolids hauling, treatment and tipping fee ~ $56,610  $64,422 $73,311 $83,427 $94,939 $108,039 $122,947 $139,912 $159,218 $181,188 $206,189 $234,640 $267,017 $303,862 $304,564 $312,967 $321,602 $330,475 $339,593 $348,962 $358,590
Total annud WWTF costs $211966 $224682 $238614 $253996 $271007 $289880 $310883 $3342H $393451 $423673 $458018 $500191 $543634 $563191 $591173 $603464 $617818 $632476 $665433 $714459 $732307 @ $9574,612
@LCOSTS{ QOLLECTION SYSTEM
Power $609 $710 $1,156  $1,339 $1,521 $1,704 $1,886 $2,069 $2,251 $2,434 $2,616 $2,799 $2,981 $3,655 $4,166 $4,676 $5,186 $5,697 $6,207 $6,718 $6,718
Labor $9,180 $9,180  $9,180 $12,240 $12,240 $12,240 $12,240 $12,240 $12,240 $12,240 $12,240 $12,240 $12,240 $12,240 $18,360 $18,360 $18,360 $18,360 $18,360 $18,360  $18,360
Grinder Pump Costs $2,040 $2,880  $3,720  $4,560 $5,400 $6,240 $7,080 $7,920 $8,760 $9,600 $10,440 $11,280 $12,120 $12,960 $13,800 $14,640 $15,480 $16,320 $17,160 $18,000  $18,840
Supplies $4,500 $4,500  $4,500  $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $9,000 $9,000 $9,000 $9,000 $9,000 $9,000 $9,000
CCTV & Cleaning $0 $0 $0 $0 $0 $5,286 $5,286 $5,286 $5,991 $5,991 $5,991 $6,872 $6,872 $6,872 $7,280 $7,280 $7,280 $7,280 $7,280  $14,048 $14,048
Total Annual (ollection system costs $16329 $17270 $18556 $24139 $25161 $31470 $32492 $33515 $35242 $36264 $37,287 $39191 $40213 $41,728 $52605 $53956 $55306 $56656 $58007 $66125 $66965 = $838475
MLCOSTS( TOTAL $228,294 $241,953 $257,170 $278,135 $296,168 $321,350 $343,375 $367,808 $428,693 $459,938 $495,305 $539,382 $583,847 $604,919 $643,778 $657,420 $673,124 $689,132 $723,440 $780,584 $799,272 $10,413,087
Labor amount $116,407 $120,101 $123,820 $130,629 $134,410 $138,228 $142,089 $145,998 $149,963 $154,088 $158,538 $165,458 $170,186 $178,682 $188,919 $192,638 $196,486 $200,343 $204,210 $208,086 $212,123
45 Labor hours (amount/$45.00 per hour) 2,587 2,669 2,752 2,903 2,987 3,072 3,158 3,244 3,333 3,424 3,523 3,677 3,782 3,971 4,198 4,281 4,366 4,452 4,538 4,624 4,714

2080 FTEs (2,080 hours per FTE) 124 1.28 1.32 1.40 144 1.48 152 1.56 1.60 1.65 1.69 1.77 1.82 191 2.02 2.06 2.10 214 2.18 2.22 2.27

This cost estimate has been prepared in constant year dollars with all else being equal. There are a number of factors that can influence the annual costs, including cost escalation, the number, size and type of customers connected, inflation, reserves and

many other factors that are beyond the control of the County. It will be important to review the budget every year to be sure the sewer utility fund will be balanced. The impact of inflation can be managed by adjusting monthly rates if the number of new
connections is not sufficient to make up for the inflation.
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APHINDIX E 2. Annual O&M Costst 20-Year Plan With Labor =1.24 HEvs. 2.0 FTE

Year 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21
ERUs 599 681 776 883 1004 1143 1301 1480 1684 1917 2181 2482 2825 3214 3658 3666 3768 3872 3978 4088 4201
Estimated Annual O&M Costs FTE = 1.24 + growth
Labor (salary/wages, benes, indirect) $116,500 $121,000 $124,000 $131,000 $135000 $139,000 $143,000 $146,000 $150,000 $155,000 $159,000 $166,000 $171,000 $179,000 $189,000 $193,000 $197,000 $201,000 $205,000 $209,000 $213,000
Power $17,800 $18,600 $19,800  $20,900 $22,000  $23,300 $24,800 $26,400  $28,300  $31,000  $33,700  $38,000  $41,400  $45,800 $50,600 $51,200 $52,600 $54,100 $55,700 $57,200 $59,400
Replacement parts WWTP $17,400 $17,500 $17,500  $17,500 $17,500  $17,500 $17,500 $17,500  $50,500  $50,700  $51,400 $52,300  $53,300  $21,500 $37,800 $37,800 $38,100 $38,400 $56,700 $90,800 $91,400
Lab Supplies $10,000  $10,000 $10,000  $10,000 $10,000  $10,000  $10,000 $10,000  $10,000  $10,000 $10,000  $10,000  $10,000  $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000
Chemicals $3,600 $4,100 $4,700 $5,400 $6,100 $6,900 $7,900 $8,900 $10,200 $11,600 $13,200 $15000 $17,000  $19,400 $22,000 $22,100 $22,700 $23,300 $24,000 $24,600 $26,000
Grinder Pump Costs $2,000 $2,900 $3,800 $4,600 $5,400 $6,300 $7,100 $8,000 $8,800 $9,600 $10,500 $11,300 $12,200  $13,000 $13,800 $14,700 $15,500 $16,400 $17,200 $18,000 $18,900
Supplies Coll System maintenance $4,500 $4,500 $4,500 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $9,000 $9,000 $9,000 $9,000 $9,000 $9,000 $9,000
CCTV & Cleaning $0 $0 $0 $0 $0 $5,300 $5,300 $5,300 $6,000 $6,000 $6,000 $6,900 $6,900 $6,900 $7,300 $7,300 $7,300 $7,300 $7,300 $14,100 $14,100
Biosolids hauling, treatment and tipping fe $56,600  $64,500 $73,400  $83,500 $95,000 $108,100 $123,000 $140,000 $159,300 $181,200 $206,200 $234,700 $267,100 $303,900 $304,600 $313,000 $321,700 $330,500 $339,600 $349,000 $358,600
Total Annual O&M Costs (unescalated) ~ $228,400 $243,100 $257,700 $278,900 $297,000 $322,400 $344,600 $368,100 $429,100 $461,100 $496,000 $540,200 $584,900 $605500 $644,100 $658,100 $673,900 $690,000 $724,500 $781,700 $800,400
Annual Percent Increase 6.4% 6.0% 8.2% 6.5% 8.6% 6.9% 6.8% 16.6% 7.5% 7.6% 8.9% 8.3% 3.5% 6.4% 2.2% 2.4% 2.4% 5.0% 7.9% 2.4%
Cost per ERU per Month $31.78 $29.73 $27.69 $26.33 $24.64 $23.51 $22.08 $20.73 $21.23 $20.05 $18.95 $18.14 $17.26 $15.70 $14.67 $14.96 $14.91 $14.85 $15.18 $15.93 $15.88
Administration/Billing/State Tax assume admin costs will increase by year at
Billing - Salary/Benes, 0.5 FTE $28,750  $29,000  $29,300  $29,600 $29,900  $30,200  $30,500 $30,800  $31,100 $31,400 $31,700 $32,000 $32,300  $32,600 $32,900 $33,200 $33,500 $33,800 $34,100 $34,400 $34,700
Management & Accounting Mgmt $51,700  $52,200 $52,700  $53,200 $53,700  $54,200  $54,700  $55,200  $55,800  $56,400 $57,000 $57,600  $58,200  $58,800 $59,400 $60,000 $60,600 $61,200 $61,800 $62,400 $63,000
Communication/Travel/Advertising $5,500 $5,600 $5,700 $5,800 $5,900 $6,000 $6,100 $6,200 $6,300 $6,400 $6,500 $6,600 $6,700 $6,800 $6,900 $7,000 $7,100 $7,200 $7,300 $7,400 $7,500
Insurance (Liability & Property) $30,000 $30,300 $30,600  $30,900 $31,200  $31,500 $31,800 $32,100 $32,400 $32,700  $33,000 $33,300  $33,600  $33,900 $34,200 $34,500 $34,800 $35,100 $35,500 $35,900 $36,300
State Excise Tax $14,000 $14,100 $14,200  $14,300 $14,400  $14500 $14,600 $14,700 $14,800 $14,900 $15000  $15,200 $15400  $15,600 $15,800 $16,000 $16,200 $16,400 $16,600 $16,800 $17,000
Interfund Professional Service $50,000 $50,500 $51,000  $51,500 $52,000  $52,500 $53,000 $53,500 $54,000 $54,500  $55,000 $55,600  $56,200  $56,800 $57,400 $58,000 $58,600 $59,200 $59,800 $60,400 $61,000
Professional Services/Consulting $20,000  $20,200 $20,400  $20,600 $20,800  $21,000 $21,200 $21,400 $21,600 $21,800 $22,000 $22,200 $22,400  $22,600 $22,800 $23,000 $23,200 $23,400 $23,600 $23,800 $24,000
Subtotal Administration ~ $199,950 $201,900 $203,900 $205,900 $207,900 $209,900 $211,900 $213,900 $216,000 $218,100 $220,200 $222,500 $224,800 $227,100 $229,400 $231,700 $234,000 $236,300 $238,700 $241,100 $243,500
Short-Lived Assets $72,000 $81,800 $93,100 $105,900 $120,500 $137,100 $156,100 $177,600 $202,100 $230,000 $261,700 $297,900 $339,000 $385,700 $439,000 $440,000 $452,100 $464,600 $477,400 $490,600 $504,100
Build up Emergency Reserve $50,000 $50,000 $50,000  $50,000 $50,000  $50,000
Estimated Operating Budget ~ $550,350 $576,800 $604,700 $640,700 $675400 $719,400 $712,600 $759,600 $847,200 $909,200 $977,900 $1,060,600 $1,148,700 $1,218,300 $1,312,500 $1,329,800 $1,360,000 $1,390,900 $1,440,600 $1,513,400 $1,548,000
Cost per ERU per Month $76.58 $70.53 $64.98 $60.50 $56.04 $52.45 $45.66 $42.77 $41.92 $39.53 $37.36 $35.61 $33.89 $31.58 $29.90 $30.22 $30.08 $29.94 $30.18 $30.85 $30.71
Estimated Annual O&M Costs FTE=2.0 FTE=2.3
Labor (salary/wages, benes, indirect) $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $216,000 $216,000 $216,000 $216,000 $216,000 $216,000 $216,000
Power $17,800 $18,600 $19,800  $20,900 $22,000  $23,300 $24,800 $26,400  $28,300  $31,000  $33,700  $38,000 $41,400  $45,800 $50,600 $51,200 $52,600 $54,100 $55,700 $57,200 $59,400
Replacement parts WWTP $17,400 $17,500 $17,500 $17,500 $17,500  $17,500 $17,500 $17,500 $50,500  $50,700  $51,400 $52,300  $53,300  $21,500 $37,800 $37,800 $38,100 $38,400 $56,700 $90,800 $91,400
Lab Supplies $10,000  $10,000  $10,000  $10,000 $10,000  $10,000 $10,000 $10,000  $10,000  $10,000 $10,000  $10,000  $10,000  $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000 $10,000
Chemicals $3,600 $4,100 $4,700 $5,400 $6,100 $6,900 $7,900 $8,900 $10,200 $11,600 $13,200 $15000 $17,000  $19,400 $22,000 $22,100 $22,700 $23,300 $24,000 $24,600 $26,000
Grinder Pump Costs $2,000 $2,900 $3,800 $4,600 $5,400 $6,300 $7,100 $8,000 $8,800 $9,600  $10,500 $11,300 $12,200  $13,000 $13,800 $14,700 $15,500 $16,400 $17,200 $18,000 $18,900
Supplies Coll System maintenance $4,500 $4,500 $4,500 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $6,000 $9,000 $9,000 $9,000 $9,000 $9,000 $9,000 $9,000
CCTV & Cleaning $0 $0 $0 $0 $0 $5,300 $5,300 $5,300 $6,000 $6,000 $6,000 $6,900 $6,900 $6,900 $7,300 $7,300 $7,300 $7,300 $7,300 $14,100 $14,100
Biosolids hauling, treatment and tipping fe $56,600  $64,500 $73,400  $83,500 $95,000 $108,100 $123,000 $140,000 $159,300 $181,200 $206,200 $234,700 $267,100 $303,900 $304,600 $313,000 $321,700 $330,500 $339,600 $349,000 $358,600
Total Annual O&M Costs (unescalated)  $298,900 $309,100 $320,700 $334,900 $349,000 $370,400 $388,600 $409,100 $466,100 $493,100 $524,000 $561,200 $600,900 $613,500 $671,100 $681,100 $692,900 $705,000 $735500 $788,700 $803,400
Annual Percent Increase 3.4% 3.8% 4.4% 4.2% 6.1% 4.9% 5.3% 13.9% 5.8% 6.3% 7.1% 7.1% 2.1% 9.4% 1.5% 1.7% 1.7% 4.3% 7.2% 1.9%
Cost per ERU per Month $41.59 $37.80 $34.46 $31.62 $28.96 $27.01 $24.90 $23.03 $23.06 $21.44 $20.02 $18.84 $17.73 $15.90 $15.29 $15.48 $15.33 $15.17 $15.41 $16.08 $15.94
Administration/Billing/State Tax assume costs will increase by 1.0% per year
Billing - Salary/Benes, 0.5 FTE $28,750  $29,000 $29,300  $29,600 $29,900  $30,200  $30,500 $30,800  $31,100 $31,400 $31,700 $32,000 $32,300  $32,600 $32,900 $33,200 $33,500 $33,800 $34,100 $34,400 $34,700
Management & Accounting Mgmt $51,700  $52,200 $52,700  $53,200 $53,700  $54,200  $54,700 $55200  $55,800 $56,400 $57,000 $57,600 $58,200  $58,800 $59,400 $60,000 $60,600 $61,200 $61,800 $62,400 $63,000
Communication/Travel/Advertising $5,500 $5,600 $5,700 $5,800 $5,900 $6,000 $6,100 $6,200 $6,300 $6,400 $6,500 $6,600 $6,700 $6,800 $6,900 $7,000 $7,100 $7,200 $7,300 $7,400 $7,500
Insurance (Liability & Property) $30,000 $30,300  $30,600  $30,900 $31,200  $31,500 $31,800 $32,100 $32,400 $32,700  $33,000 $33,300 $33,600  $33,900 $34,200 $34,500 $34,800 $35,100 $35,500 $35,900 $36,300
State Excise Tax $14,000 $14,100 $14,200 $14,300 $14,400  $14,500 $14,600 $14,700 $14,800 $14,900 $15000 $15200 $15400 $15,600 $15,800 $16,000 $16,200 $16,400 $16,600 $16,800 $17,000
Interfund Professional Service $50,000 $50,500 $51,000 $51,500 $52,000  $52,500 $53,000 $53,500 $54,000 $54,500 $55,000 $55,600 $56,200  $56,800 $57,400 $58,000 $58,600 $59,200 $59,800 $60,400 $61,000
Professional Services/Consulting $20,000 $20,200 $20,400  $20,600 $20,800  $21,000 $21,200 $21,400 $21,600 $21,800  $22,000 $22,200 $22,400  $22,600 $22,800 $23,000 $23,200 $23,400 $23,600 $23,800 $24,000
Subtotal Administration  $199,950 $201,900 $203,900 $205,900 $207,900 $209,900 $211,900 $213,900 $216,000 $218,100 $220,200 $222,500 $224,800 $227,100 $229,400 $231,700 $234,000 $236,300 $238,700 $241,100 $243,500
Short-Lived Assets $72,000 $81,800 $93,100 $105,900 $120,500 $137,100 $156,100 $177,600 $202,100 $230,000 $261,700 $297,900 $339,000 $385,700 $439,000 $440,000 $452,100 $464,600 $477,400 $490,600 $504,100
Build up Emergency Reserve $50,000 $50,000 $50,000  $50,000 $50,000  $50,000 $50,000  $50,000  $50,000  $50,000  $50,000  $50,000  $50,000  $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000
Estimated Operating Budget ~ $620,850 $642,800 $667,700  $696,700 $727,400 $767,400 $806,600 $850,600 $934,200 $991,200 $1,055,900 $1,131,600 $1,214,700 $1,276,300 $1,389,500  $1,402,800 $1,429,000 $1,455,900  $1,501,600 $1,570,400  $1,601,000
Cost per ERU per Month $86.39 $78.60 $71.75 $65.79 $60.36 $55.95 $51.68 $47.89 $46.22 $43.09 $40.34 $37.99 $35.84 $33.09 $31.65 $31.88 $31.61 $31.34 $31.45 $32.01 $31.76

This estimated operating budget reflects anticipated increases due to additional ERU's and flow. Inflation is not shown but it is assumed that growth in ERU's at 13% per year will outpace inflation. More
importantiy, the reductions in Cost per ERU are not directly related to a reduction in monthly rates. The annual budget will be reviewed for a balanced program each year with actual ERU's, flow and costs.
Any surplus funds will be held in reserve for fut sewer improvements.
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APHENDIXE3. Annual O&M Costst If Gore & Rhody Drive AreasOnly

IF Core + Rhody Only

year S eru If Core + Rhody Only: Took Tt O&M cost - labor = year 1. ERU's are based on Jeff Co population estimates provided (2010, 2024, 2030).
1 $ 111,900 599 Assume no additional pump stations
14 $ 302,700 1950
20 $ 349,600 2272
+ Labor
1950
Amual Percent Increase Years 1 - 14
IF Core + Rhody Only (Year) 1 2 3 4 5 6 7 8 9 10 11 12 13 14
ERU 599 656 718 787 861 943 1033 1131 1239 1356 1485 1626 1781 1950
No change in beginning size of WWTP or collection system
Labor - FTE = 1.24 + growth $116,500 $121,000 $124,000 $131,000 $135,000 $139,000 $143,000 $146,000 $150,000 $155,000 $159,000 $166,000 $171,000 $179,000
Other Annual O&M Costs $111,900 $120,803 $130,414 $140,790 $151,991 $164,083 $177,138 $191,231 $206,445 $222,870 $240,601 $259,744 $280,409 $302,718
Total Annual O&M Costs (unescalated)  $228,400 $241,803 $254,414 $271,790 $286,991 $303,083 $320,138 $337,231 $356,445 $377,870 $399,601 $425,744 $451,409 $481,718
Annual Percent Change 5.9% 5.2% 6.8% 5.6% 5.6% 5.6% 5.3% 5.7% 6.0% 5.8% 6.5% 6.0% 6.7%
Cost per ERU per Month $31.78 $30.72 $29.52 $28.80 $27.77 $26.78 $25.83 $24.85 $23.98 $23.22 $22.42 $21.82 $21.12 $20.58
No change in beginning size of WWTP or collection system 0.07956
Labor - FTE =2.0 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000 $187,000
Other Annual O&M Costs $111,900 $120,803 $130,414 $140,790 $151,991 $164,083 $177,138 $191,231 $206,445 $222,870 $240,601 $259,744 $280,409 $302,718
Total Annual O&M Costs (unescalated) $298,900 $307,803 $317,414 $327,790 $338,991 $351,083 $364,138 $378,231 $393,445 $409,870 $427,601 $446,744 $467,409 $489,718
Annual Percent Change 3.0% 3.1% 3.3% 3.4% 3.6% 3.7% 3.9% 4.0% 4.2% 4.3% 4.5% 4.6% 4.8%
Cost per ERU per Month $41.58 $39.10 $36.83 $34.73 $32.80 $31.02 $29.38 $27.87 $26.47 $25.18 $23.99 $22.89 $21.87 $20.93
Administration/Billing/State Tax assume costs will increase by 1.0% per year
Biling - Salary/Benes, 0.5 FTE $28,750  $29,000  $29,300  $29,600 $29,900 $30,200  $30,500  $30,800  $31,100 $31,400 $31,700  $32,000  $32,300  $32,600
Management & Accounting Mgmt $51,700  $52,200 $52,700  $53,200 $53,700 $54,200  $54,700  $55,200  $55,800 $56,400 $57,000 $57,600  $58,200  $58,800
Communication/Travel/Advertising $5,500 $5,600 $5,700 $5,800 $5,900 $6,000 $6,100 $6,200 $6,300 $6,400 $6,500 $6,600 $6,700 $6,800
Insurance (Liability & Property) $30,000  $30,300  $30,600  $30,900 $31,200 $31,500 $31,800 $32,100  $32,400 $32,700  $33,000  $33,300 $33,600  $33,900
State Excise Tax $14,000 $14,100 $14,200  $14,300 $14,400 $14,500 $14,600 $14,700 $14,800 $14,900 $15,000 $15200  $15,400  $15,600
Interfund Professional Service $50,000  $50,500 $51,000  $51,500 $52,000 $52,500  $53,000 $53,500 $54,000  $54,500  $55,000  $55,600  $56,200  $56,800
Professional Services/Consulting $20,000  $20,200  $20,400  $20,600 $20,800 $21,000 $21,200 $21,400 $21,600 $21800 $22,000 $22,200 $22,400 $22,600
Subtotal Administration  $199,950 $201,900 $203,900 $205,900 $207,900 $209,900 $211,900 $213,900 $216,000 $218,100 $220,200 $222,500 $224,800 $227,100
Short-Lived Assets $72,000 $81,800 $93,100 $105,900 $120,500 $137,100 $156,100 $177,600 $202,100 $230,000 $261,700 $297,900 $339,000 $385,700
Build up Emergency Reserve $50,000  $50,000  $50,000  $50,000 $50,000 $50,000  $50,000  $50,000  $50,000  $50,000  $50,000  $50,000  $50,000  $50,000

Estimated Operating Budget 0
Cost per ERU per Month

$620,850 $641,503 $664.414 $689,590 $717,391
$86.39  $78.44  $71.39  $65.11 $59.53

$748,083° $782,138 $819,731 $861,545 $907,970 $959,501 $1,017,144 $1,081,209 $1,152,518

$54.55

$50.11

$46.15

$42.63

$39.48

$36.66

$34.15

$31.90 $29.88

Operating Budget (Escalated @ 3.0%/yr)
Cost per ERU per Month

Estimated Operating Budget - Escalated at 3.0% per Year - 2.0 FTE per Year

$620,850 $660,700 $684,300 $710,300 $738,900
$86.39 $80.79 $73.53 $67.07 $61.31

$770,500 $805,600 $844,300 $887,400 $935,200 $988,300 $1,047,700 $1,113,600 $1,187,100

$56.18

$51.62

$47.54

$43.91

$40.66

$37.76

$35.17

$32.85 $30.78

The reductions in Cost per ERU are not directly related to a reduction in monthly rates. The annual budget will be reviewed for a balanced program each year with actual ERU's, flow and costs.

Any surplus funds will be held in reserve

for fut sewer improvements.
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APHNDIXF. Estmated SewerProgram and Monthly Rae Per ERU

Port Hadlock Sewer Program per ERU
Sewer System O&M $42.00
Administration/Billing/State Tax $28.00
Short-Lived Assets $10.00
Emergency Reserve $7.00
Estimated Monthly Rate per ERI $87.00

Port Hadlock Sewer Monthly Rate
$87.00 per ERU per mo

$7.00, 8%

2.00, 48%
$10.00, 12% 4 ? M Sewer System O&M

M Administration/Billing/
State Tax

W Short-Lived Assets

W Emergency Reserve

$28.00, 32%
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APHINDIX G.Estmated PWTF Debt Payments

This appendix estimates the annual payment for the existing $10 million PWTF loan. Alt. 2 shows that the County has
drawn $1.7 million through 2014 as match to the EPA grant for design of the WWTF facilities and 10% design of the
collection system.

Jefferson County Port Hadlock Wastewater System

Prepared by Katy Isaksen & Associates

DRAFT 5/27/15 Jeff Co used $1.7M of $10M loan thru 2014, remainder for construction beginning 2015

NOTE - Whether the remainder is borrowed in 2015 or 2016, the accrued interest changes but the principal & interest payments beginning 2018
are the same.

DRAW = Assume 20% loan agreement; 25% notice to proceed; 25% when 35% of loan amount spent; 25% when 60% loan amount spent; 5%
closeout.

Payments due June 1.

PWTEF 1: #PC12-951-052

PWTF LOAN ANNUAL CAPITAL
PRINCIPAL REPAYMENT EXP. OVER 20
YEAR $10,000,000 INTEREST 0.50% YEARS Balance Est. DRAW
2012
2013 0 0 1,676,155 1,676,155
2014 0 0 1,676,155 0
2015 0 0 9,876,155 8,200,000
2016 0 0 10,000,000 123,845
2017 166,142 166,142 10,000,000 0
2018 344,828 50,000 394,828 9,655,172
2019 344,828 48,276 393,103 9,310,345
2020 344,828 46,552 391,379 8,965,517
2021 344,828 44,828 389,655 8,620,690
2022 344,828 43,103 387,931 8,275,862
2023 344,828 41,379 386,207 7,931,034
2024 344,828 39,655 384,483 7,586,207
2025 344,828 37,931 382,759 7,241,379
2026 344,828 36,207 381,034 6,896,552
2027 344,828 34,483 379,310 6,551,724
2028 344,828 32,759 377,586 6,206,897
2029 344,828 31,034 375,862 5,862,069
2030 344,828 29,310 374,138 5,517,241
2031 344,828 27,586 372,414 5,172,414
2032 344,828 25,862 370,690 4,827,586
2033 344,828 24,138 368,966 4,482,759
2034 344,828 22,414 367,241 4,137,931
2035 344,828 20,690 365,517 3,793,103
2036 344,828 18,966 363,793 3,448,276
2037 344,828 17,241 362,069 3,103,448
2038 344,828 15,517 360,345 2,758,621
2039 344,828 13,793 358,621 2,413,793
2040 344,828 12,069 356,897 2,068,966
2041 344,828 10,345 355,172 1,724,138
2042 344,828 8,621 353,448 1,379,310
2043 344,828 6,897 351,724 1,034,483
2044 344,828 5,172 350,000 689,655
2045 344,828 3,448 348,276 344,828
2046 344,828 1,724 346,552 0
Total 10,000,000 916,142 10,916,142 10,000,000
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ALT 2: JEFF CO DRAWS $1.7M THRU 2014

PWTF LOAN ANNUAL CAPITAL
PRINCIPAL REPAYMENT EXP. OVER 20
YEAR $1,676,155 INTEREST 0.50% YEARS Balance Est. DRAW
2012
2013 0 0 1,676,155 1,676,155
2014 0 0 1,676,155 0
2015 0 0 1,676,155 0
2016 0 0 1,676,155
2017 41,904 41,904 1,676,155
2018 57,798 8,381 66,179 1,618,357
2019 57,798 8,092 65,890 1,560,558
2020 57,798 7,803 65,601 1,502,760
2021 57,798 7,514 65,312 1,444,961
2022 57,798 7,225 65,023 1,387,163
2023 57,798 6,936 64,734 1,329,364
2024 57,798 6,647 64,445 1,271,566
2025 57,798 6,358 64,156 1,213,767
2026 57,798 6,069 63,867 1,155,969
2027 57,798 5,780 63,578 1,098,171
2028 57,798 5,491 63,289 1,040,372
2029 57,798 5,202 63,000 982,574
2030 57,798 4,913 62,711 924,775
2031 57,798 4,624 62,422 866,977
2032 57,798 4,335 62,133 809,178
2033 57,798 4,046 61,844 751,380
2034 57,798 3,757 61,555 693,581
2035 57,798 3,468 61,266 635,783
2036 57,798 3,179 60,977 577,984
2037 57,798 2,890 60,688 520,186
2038 57,798 2,601 60,399 462,388
2039 57,798 2,312 60,110 404,589
2040 57,798 2,023 59,821 346,791
2041 57,798 1,734 59,532 288,992
2042 57,798 1,445 59,243 231,194
2043 57,798 1,156 58,954 173,395
2044 57,798 867 58,665 115,597
2045 57,798 578 58,376 57,798
2046 57,798 289 58,087 0
Total 1,676,155 167,6161,843,771 1,676,155
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COMPARE DEBT PAYMENTS BY ALT:
Estimated Annual Debt Payments

YEAR Full Loan, $10,000,000, at 0.50% Partial Loan, $1,676,155 at 0.50%
2012
2013 0 0
2014 0 0
2015 0 0
2016 0 0
2017 166,142 41,904
2018 394,828 66,179
2019 393,103 65,890
2020 391,379 65,601
2021 389,655 65,312
2022 387,931 65,023
2023 386,207 64,734
2024 384,483 64,445
2025 382,759 64,156
2026 381,034 63,867
2027 379,310 63,578
2028 377,586 63,289
2029 375,862 63,000
2030 374,138 62,711
2031 372,414 62,422
2032 370,690 62,133
2033 368,966 61,844
2034 367,241 61,555
2035 365,517 61,266
2036 363,793 60,977
2037 362,069 60,688
2038 360,345 60,399
2039 358,621 60,110
2040 356,897 59,821
2041 355,172 59,532
2042 353,448 59,243
2043 351,724 58,954
2044 350,000 58,665
2045 348,276 58,376
2046 346,552 58,087
Total 10,916,142 1,843,771
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APHNDIXH.1. Esimated 20-Year Outlook for Initial Area Core + RhodyDrive)t Program Funding $10 Million Grants, $20.7Million Loans, and $11 Million in Additional State/Federal Appropriations (Total Additional
Grants = $21 Million)

Jefferson County Port Hadlock Wastewater System
Prepared by Katy Isaksen & Associates DISCUSSION DRAFT 10/17/15

CASH FLOW PROJECTION --THIS TEST DEMONSTRATES REVENUE & EXPENSE OF SEWER UTILITY WITH INITIAL AREAS & INITIAL BORROWING (no escalation on annual costs or on offsetting increases in rates & conn chgs)
Initial Collection System = Core & Rhody Drive areas, then pause.
Debt service for PWTF #1 at $10M estimated straight line, 5-year deferral for new system, 30-year repayment. Note that actual loan schedule will be different.

Construction: General 20,000,000 |Assumes future storage & UV ($782,000) is not be funded in the initial costs.
Construction: Local 19,000,000
Construction: On-site 2,700,000
YEAR Construction 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
Intiial Area: Core + Rhody Drive
ERU's Connected 599 656 718 787 861 943 1033 1131 1239 1356 1485 1626 1781 1950 2000 2052 2105 2159 2215 2272
New ERU's 599 57 62 69 74 82 90 98 108 117 129 141 155 169 50 52 53 54 56 57
This Scenario: LID FOR COLLECTION SYSTEM, BORROW FROM PROGRAMS WITH GRANTS $10M, ADD FEDERAL/STATE APPROPRIATIONS $11M

SEWER REVENUE
Construction: Grant (General) Ecology $5,000,000
Construction: Grant (Local) USDA-RD $5,000,000
Federal/State Appropriation (General) $4,000,000
Federal/State Appropriation (Local) $7,000,000
Construction: Loan PWTF#1 $8.3M, 30 yrs @ 0.5% $8,300,000

Construction: Loan (General/Conn) Ecology, 20 yrs @ 0.8% $2,700,000
Construction: Loan (Local/LID) USDA-RD, 30yrs @ 2.8% $7,000,000
Construction: Loan (Initial On-Site/L USDA-RD, 30 yrs @ 2.8% $2,700,000

Connection Charges $4,600 w/$7M grant 2,755,400 262,200 285,200 317,400 340,400 377,200 414,000 450,800 496,800 538,200 593,400 648,600 713,000 777,400 230,000 239,200 243,800 248,400 257,600 262,200
LID Assessments $6.1M over 30 yrs @ 2.8% 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964
Side Sewer Reimbursement $2.7Mover 30 yrs @ 2.8% 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215
Sewer Rates $87 per month 625,356 684,864 749,592 821,628 898,884 984,492 1,078,452 1,180,764 1,293,516 1,415,664 1,550,340 1,697,544 1,859,364 2,035800 2,088,000 2,142,288 2,197,620 2,253,996 2,312,460 2,371,968
Interest Earned on Balance 1.0% - 25,849 23,846 22,601 22,280 22,842 16,689 19,469 23,522 29,047 36,094 44,928 55,678 68,587 83,804 94,069 104,915 116,306 128,255 140,828

TOTAL SEWER REVENUE $41,700,000 3,380,756 1,455,092 1,540,817 1,643,808 1,743,742 1,866,713 1,991,320 2,133,211 2,296,017 2,465,089 2,662,012 2,873,251 3,110,221 3,363,965 2,883,983 2,957,736 3,028,514 3,100,881 3,180,494 3,257,175

SEWER EXPENSE

Operations & Maintenance no escalation, increase by ERUs 298,900 307,803 317,414 327,790 338,991 351,083 364,138 378,231 393,445 409,870 427,601 446,744 467,409 489,718 504,410 519,542 535,128 551,182 567,717 584,749
Billing/St Tax/Administration increase by 1% /yr 199,950 201,950 203,969 206,009 208,069 210,149 212,251 214,373 216,517 218,682 220,869 223,078 225,309 227,562 229,837 232,136 234,457 236,802 239,170 241,561
Replacement Fund (short lived assets) flat 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000
Reserve Fund (emergency) flat 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000
Subtotal Operating 620,850 631,752 643,383 655,798 669,060 683,233 698,389 714,604 731,962 750,552 770,470 791,821 814,717 839,280 856,247 873,678 891,585 909,984 928,887 948,310
Debt Repayment

PWTF 1, $10M, 30yr, 5-yr deferral ~ 0.50%  estimated 175,000° 394,828 393,103 391,379 389,655 387,931 386,207 384,483 382,759 381,034 379,310 377,586 375,862 374,138 372,414 370,690 368,966 367,241 365,517 363,793
Ecology, $6.7M, 20yr 0.80% 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626 146,626
USDA-RD, $15.1M, 30yr 2.80% 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964 347,964
USDA-RD, $2.7M, 30yr 2.80% 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215 134,215
Subtotal Debt Repayment 175,000 1,023,632 1,021,908 1,020,184 1018460 1,016,736 1015012 1,013,288 1,011,563 1,009,839 1,008,115 1,006,391 1,004,667 1,002,943 1,001,219 999,494 997,770 996,046 994,322 992,598

Phase Il Treatment Improvements 3-day storage,UV3 782,000
TOTAL SEWER EXPENSE 795,850 1,655,385 1,665,291 @ 1,675,982 @ 1,687,520 2,481,968 @ 1,713,400 @ 1,727,892 @ 1,743,526 @ 1,760,391 @ 1,778,586 & 1,798,212 = 1,819,384 @ 1,842,223 ' 1,857,466 @ 1,873,172 @ 1,889,356 = 1,906,030 = 1,923,209 = 1,940,908
NET OPERATING INCOME 2,584,906 (200,293)  (124,474) (32,174) 56,223 (615256) 277,920 405,320 552,491 704,698 883,427 1075038 1,290,837 1521743 1,026,517 1,084,564 1,139,158 1,194,851 1,257,285 1,316,266
SEWER ENDING BALANCE 2,584,906 2,384,613 2,260,139 2,227,965 2,284,188 1,668,932 1,946,852 2,352,171 2,904,662 3,609,360 4,492,787 5567,825 6,858,662 8,380,405 9,406,922 10,491,486 11,630,644 12825496 14,082,780 15,399,047
REPLACEMENT RESERVE (SHORT-LIVED ASSETS) 72,000 144,000 216,000 288,000 360,000 432,000 504,000 576,000 648,000 720,000 792,000 864,000 936,000 1,008,000 1,080,000 1,152,000 1,224,000 1,296,000 1,368,000 1,440,000
EMERGENCY/REPLACEMENT RESERVE 50,000 100,000 150,000 200,000 250,000 300,000 350,000 400,000 450,000 500,000 550,000 600,000 650,000 700,000 750,000 800,000 850,000 900,000 950,000 1,000,000

Projection reflects no uses of emergency/replacement reserve.
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APHNDIX H.2. Esimated 20-Year Outlook for Initial Area Core + RhodyDrive)t No LID $21 Million in Additional State/FederaAppropriations, Existing PWTF Loan $8.3 Million) and $10.8 Million General Obligation
Bonds (Total Additional Grants = $21 Million)

Jefferson County Port Hadlock Wastewater System

Prepared by Katy Isaksen & Associates DISCUSSION DRAFT 10/17/15
YEAR Construction 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
Intiial Area: Core + Rhody Drive
ERU's Connected 599 656 718 787 861 943 1033 1131 1239 1356 1485 1626 1781 1950 2000 2052 2105 2159 2215 2272
New ERU's 599 57 62 69 74 82 90 98 108 117 129 141 155 169 50 52 53 54 56 57
This Scenario: NO LID FOR COLLECTION SYSTEM, FUNDING FROM GENERAL OBLIGATION BOND SALE, FEDERAL & STATE APPROPRIATIONS $21M

SEWER REVENUE
Construction: Grant (General) Ecology $0
Construction: Grant (Local) USDA-RD $0
Federal/State Appropriation (General) $9,000,000
Federal/State Appropriation (Local) $12,000,000
Construction: Loan PWTF#1 $8.3M, 30 yrs @ 0.5% $8,300,000
Construction: Loan (General/Conn) Ecology, 20 yrs @ 0.8% $0
Construction: Loan (Local/LID) USDA-RD, 30 yrs @ 2.8% $0
Construction: Loan (Initial On-Site/L USDA-RD, 30 yrs @ 2.8% $0
Construction: GO Bonds Less $1.6M LID cost 10,800,000
Connection Charges $8,500 w/$21Mgrant 5,091,500 484,500 527,000 586,500 629,000 697,000 765,000 833,000 918,000 994,500 1,096,500 1,198,500 1,317,500 1,436,500 425,000 442,000 450,500 459,000 476,000 484,500
LID Assessments $6.1Mover 30 yrs @ 2.8% - - - - - - - - - - - - - - - - - - -
Side Sewer Reimbursement $2.7Mover 30 yrs @ 2.8% - - - - - - - - - - - - - - - - - - -
Sewer Rates $87 per month 625,356 684,864 749,592 821,628 898,884 984,492 1,078,452 1,180,764 1,293,516  1,415664 1,550,340 1,697,544 1,859,364 2,035,800 2,088,000 2,142,288 2,197,620 2,253,996 2,312,460 2,371,968
Interest Earned on Balance 1.0% - 49,210 43,771 39,252 35,895 33,587 24,848 25,326 27,368 31,251 36,990 44,972 55,330 68,387 84,302 90,629 97,576 105,069 113,119 121,832

TOTAL SEWER REVENUE $40,100,000 5,716,856 1,218,574 1,320,363 1,447,380 1,563,779 1,715,079 1,868,300 2,039,090 2,238,884 2,441,415 2,683,830 2,941,016 3,232,194 3,540,687 2,597,302 2,674,917 2,745696 2,818,065 2,901,579 2,978,300

SEWER EXPENSE

Operations & Maintenance no escalation, increase by ERUs 298,900 307,803 317,414 327,790 338,991 351,083 364,138 378,231 393,445 409,870 427,601 446,744 467,409 489,718 504,410 519,542 535,128 551,182 567,717 584,749
Billing/St Tax/Administration increase by 1% /yr 199,950 201,950 203,969 206,009 208,069 210,149 212,251 214,373 216,517 218,682 220,869 223,078 225,309 227,562 229,837 232,136 234,457 236,802 239,170 241,561
Replacement Fund (short lived assets) flat 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000 72,000
Reserve Fund (emergency/expansion) flat 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000
Subtotal Operating 620,850 631,752 643,383 655,798 669,060 683,233 698,389 714,604 731,962 750,552 770,470 791,821 814,717 839,280 856,247 873,678 891,585 909,984 928,887 948,310
Debt Repayment

PWTF 1, $10M, 30yr, 5-yr deferral ~ 0.50% estimated 175,000°  394,828" 393,103 391,379 389,655 387,931 386,207 384,483 382,759 381,034 379,310 377,586 375,862 374,138 372,414 370,690 368,966 367,241 365,517 363,793
Ecology, $6.7M, 20yr 0.80% - - - - - - - - - - - - - - - - - - -
USDA-RD, $15.1M, 30yr 2.80% - - - - - - - - - - - - - - - - - - -
USDA-RD, $2.7M, 30yr 2.80% - - - - - - - - - - - - - - - - - - -
GO Bonds: $13.5M, 25yr 4.60% 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857 735,857
Subtotal Debt Repayment 175,000 1,130,684  1,128960 1,127,236  1,125512 1,123,788 1,122,064 1,120,340 1,118,615 1,116,891 1,115,167 1,113,443 1,111,719 1,109,995 1,108,271 1,106,547 1,104,822 1,103,098 1,101,374 1,099,650

Phase Il Treatment Improvements 3-day storage,UV3 782,000
TOTAL SEWER EXPENSE 795,850 1,762,437 1,772,343 ' 1,783,034 | 1,794,572 2,589,021 @ 1,820,452 ' 1,834,944 @ 1,850,578 @ 1,867,443 @ 1,885,638 @ 1,905,264 @ 1,926,436 @ 1,949,275 ' 1,964,518 @ 1,980,224 @ 1,996,408 @ 2,013,082 @ 2,030,261 @ 2,047,960
NET OPERATING INCOME 4,921,006 (543,863)  (451,980)  (335,655)  (230,793) (873,941 47,847 204,146 388,306 573,971 798,193 1,035,752 1305758 1,591,413 632,784 694,693 749,289 804,983 871,318 930,340
SEWER ENDING BALANCE 4,921,006 4,377,143  3,925164 3589,509 3,358,716 2,484,775 2,532,622 2,736,769 3,125075 3,699,046 4,497,239 5532,991 6,838,748 8,430,161 9,062,945 9,757,639 10,506,927 11,311,911 12,183,229 13,113,569
REPLACEMENT RESERVE (SHORT-LIVED ASSETS) 72,000 144,000 216,000 288,000 360,000 432,000 504,000 576,000 648,000 720,000 792,000 864,000 936,000 1,008,000 1,080,000 1,152,000 1,224,000 1,296,000 1,368,000 1,440,000
EMERGENCY/REPLACEMENT RESERVE 50,000 100,000 150,000 200,000 250,000 300,000 350,000 400,000 450,000 500,000 550,000 600,000 650,000 700,000 750,000 800,000 850,000 900,000 950,000 1,000,000

Projection reflects no uses of emergency/replacement reserve.
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APPENDIX I. Map of Initial Area

Draft Sewer Collection System
10-18-13
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APPENDIX1 Recent Contractor Costs for Gite Installations Mason County Belfair Area

TELEPHONE CONVERSATION RECORD (USE FOR BOTH INCOMING & QUTGOING CALLS)
Job No. 135-12562-13001

CONVERSATION INITIATED BY DATE HOUR
Kevin Dour 9/24/2015 4:30pm
PERSON CALLED OR RECEIVING CALL TELEPHOMNE NO. | EXTENSION
Ron Griffey, Zephyr Construction 360-275-2661

PURPOSE OF REFERENCE
Referred to me by Carrie at Mason County (360-427-9670 Ext. 283

SUMMARY OF POINTS DISCUSSED AND CONCLUSIONS REACHED

Ron's company has done sewer service connections on private property in the Belfair area (both gravity
and grinder pump installations); both residential and commercial. | contacted Ron to get information on
actual installation costs.

Ron provided me the following:

» [For existing properties, costs are variable depending upon the location of the structure, difficulty
accessing the building drain, and variability on site/and restoration.
s Gravity Sewer Connections:

o Residential connections are $2,000 - $3,000/property (4-inch from house to 6-inch stubout
in R/W).

o Included in that price is decommissicning the existing septic tank which would be $350 -
$400 to pump and another $350 - $400 to fill.

o Commercial Gravity connections are about $200-$300 more, on average due to G-inch
line and sometimes longer distance from building to stubout.

s Pressure Sewer Connections:

o Residential systems are about $8,000/property. E-COne Pump System (Cost of system is
$3,700-%3,800), electrical connection is about $400. Rest of cost is labor, installation of 1-
1/4-inch pressure line.

o Commercial systems are more expensive ($20,000/site on average) due to bigger duplex
grinder pump system.
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APPENDIX J.2. Recent Contractor Costs feBfaninstallations;Sacheen Lake Water & Sewer District

James A Sewell & Associates
G0 4th Street West
Newport, WA 29156

309-447-3626
Project  Wastewater Collection and Treatment Project 2013
Owner: Sacheen Lake Water & Sewer District
Dratm: 5/20¢2004 Enginear’s 5E&L Und=rgroung Enrthwaorks
Subj: Bid Tabulation for Schedule C Estimate Northwest
Item  Description Quantity Unit Unit Cost Extended Unit Cost Extended Unit Cost Extended
Mobilization and Management
1 Mobilization 1 L5 4 200,000.00 5 200,000000 | 5 200,000.00 % 200000000 | 5 177.600.00 5 177, 500000
2 Stormwater & Erosion Control & Maintenanoe 1 L.5. 4 5000000 5 50,000.00 | & 50.00000 5 5000000 | & 3600000 3 36, D0H0L Oy
3 Trench Safety System 1 L5 4 10,000.00 5 1000000 | & 500000 3% 5000000 ( 5 1000000 % 10, 000L00
4 Traffic Control 1 L.5. 4 1500000 % 1500000 | 5 10000000 5 10000000 ( 5 1000000 5 10, 00000
Services
5 1.25" HDPE Service Stub wy' Curb Stop and Check Valve 41 Ea. 5 E25.00 5 3382500 (5  1L000.00 3 41, 000000 | 5 oOO00 5 36,900.00
[ Pump Station Installation w) S3ervice Line, Control Panel, and Functiona| Testing 270 Ez. 4 450000 % 1.215000000 | & 430000 & 1.161,000.00 | & 510000 % 1,377 000 00
7 Existing System Connection, Abandonment & Site Rehabilition 70 Ez. 4 100000 % 270000000 | & 100000 % 27000000 | &  11EE00 5 320, 760000
B Septage Pumping and Disposal 125,000 Gal. b1 040 % 50,000.00 | 5 030 3 37500000 | & 035 3 43, 750000
g Cedar Creek Resort Pump Station Installatioin w/ Pressure Service Line 1 LS. % I7TS50000 % 27500000 | & 3500000 % 35000000 | & 3600000 % 36, 00000
10 Old Sacheen Lake Resort Installation w Pressure Service Line 1 L5 4 1500000 5 15000000 | 5 20000000 5 000000 | 5 1143100 5 11,441 0D
11 Rock Excavation 2.500 C.¥Y. ] 50.00 %5 14500000 | 5 5000 5 145000000 | & 50000 5 145, 00000
1z 1.5" HDPE Pressure Main, Single Pipeline Trench 7006 L.F. 5 5 5 150,625.00 | 5 2000 5 140120000 | 5 200 5 154,132.00
13 2" HOPE Pressure Main, Single Pipeline Trench 879 L.F. ] 2250 % 1977750 | & 2200 % 1933600 | 5 2300 % 20,217 .0
TOTAL OF BASE BID ITEMS % 2,.201,731.50 ] 2,133 956.00 4 2.379,000.00
Sales Tan 7.60% 3 167,33159 3 16218081 4 160,804 0D
TOTAL OF BASE BID ITEMS including Sales Tax % 2.369,063.09 ] 2,256, 135.81 % 2,559, 80400
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