Deer Mountain Sanitary District

Water System Improvements Project

SD DENR Drinking Water Facilities Funding Application
April 28, 2020, Public Hearing




Description of the Proposed Project

» A Water System Study was prepared in 2019 by AE2S, at the
request of DMSD, to complete an assessment of the existing
water Deer Mountain/Union Resort water system and identify
possible alternafives for DMSD to acquire ownership of fthe
water system and convert it from private ownership to o
public entity.

The proposed project will involve either improvements to the
existing water system, if DMSD is able 1o acquire ownership of
the existing water system from the current owners, or,
installation of a new public water system entirely. Either way,
the improvements and costs identified are applicable way as
the existing water system is over 40 years old and generally in
need of the same improvements included in a new water
system design.




Opinion of Total Probable Costs

= DMSD is pursuing the following system-wide improvements:

= New Water Treatment Building & Equipment: $329,750
(or Main Pump Station: $318,450)

= New 110,000 Gallon Storage Reservoir: $328,000
= New Water Meters: $57,500
= Distribution System Improvements: $528,500
= North Booster Station: $146,000
= Contingency (25%): $348,000
= Engineering, Legal, & Admin (25%): $436,000
= Total Project Cost = $2,174,000




The Need for the Project

= Age of Condition of Existing Water System: The existing water system
infrastructure was originally constructed approximately 41 years ago
and includes the water treatment building, pumps, filters,
disinfection (chlorine) feed system, reservoirs, booster pump stafion,
and distribution system piping. Most of this infrastructure is showing
its age and is in need of significant improvements and/or
replacement at this time to ensure that the system can confinue to
serve the customers of the DMSD for another 40 years.

= Water Treatment Building
= Water Storage Reservoirs
= Distribution System

= Metering




All Project Alternatives

Private Ownership — Do Nothing: No cost

Public Ownership — Do Nothing: Unknown cost

Public Ownership — System-wide Improvements: $2,174,000

Regionalization (Powder House Pass Consecutive User): $1,837,000




The Proposed Financing for the Project

= Drinking Water Facilities State Revolving Fund (SRF) Loan
from the South Dakota Department of Environment and
Natural Resources (DENR)

= The Drinking Water Facilities SRF Program was established to
provide low interest loans for drinking water projects. The amount
of funds available is dependent upon the amount of
appropriations from the U.S. Congress and the amount of
repayments from funds previously loaned.

= A funding application for DMSD was submitted under
the April 15t, 2020, deadline

=» The DENR Board of Water and Natural Resources will
hear the application at a meeting on June 25-26, 2020




Financing Specifics

= The Amount of SRF Loan Expected to be Borrowed
= $2,174,000
= Potential for principal forgiveness or grant award — unknown

= The Revenue Source Pledged for Repayment
= General Obligation Bond — Mill Levy

= The Interest Rate and Term of the Loan
» 2.125% for 30 years (DENR recently lowered from 2.5%)




The Effect of the
Proposed Financing on User Rates

= Unknown at this time — will depend on final project costs,
number of users, annual operation and maintenance
costs, mill levy, etc.

= Estimated annual loan payment: $98,189.16

=» Water revenue needed to cover 110% debt service
(without mill levy):

»$72.01 per month for 125 users
= Current water rates: approx. $125 per month (Milan)




Public Comments & Questions




