City of De Soto City of De Soto

32905 West 84" Street “Building on Small Town Values”
De Soto, Kansas 66018

WORKSHOP DISCUSSION
SEPTEMBER 11"", 2008

WATER SUPPLY OPTIONS
REPORT TO THE

Mayor and City Council

Attached is information summarizing the options available to De Soto for long-range water supply. Further
explanation of this material is provided below. We can make available any supporting information the Council is
interested in reviewing, however we have not included it here in the interests of simplifying the initial
discussion.

Background
A brief account of how the water supply options were formulated is as follows:

In 2006 the Water Facility Plan investigated five options including the following:
0 Serve De Soto with a new water treatment plant (WTP).
0 Serve De Soto with the existing SAAP WTP.
0 Serve De Soto and regional customers with a new WTP.
0 Serve De Soto, regional customers, and SAAP with the existing SAAP WTP.
0 Serve De Soto with water supply from Olathe.

During the course of that study we learned that the expansion of the City’s water service area is not
likely to occur because of the laws protecting the territory of rural water districts, and the stated
position of the Sunflower developer. Thus, the financing of capital improvements cannot be reliant on
significant growth of our customer base, and the scenarios involving a regional customers and
significant increases in the number of water connections are not feasible. The remaining options
therefore involve the three that do not account for regional customers.

Last year, we began discussions with Johnson County Rural Water District #6 (RWD #6) and the City
of Olathe about a wholesale connection. These discussions have resulted in a plan to share in the cost
of the transmission main and elevated storage tower with RWD #6, and purchase wholesale water
from the City of Olathe.

Recently, Pat asked Clarence to provide his opinions about what it would take to renovate the
Sunflower WTP to make it a reliable source of water for the City for the next 20 of 30 years. After
consulting with Doug Smith and other water department employees, they have arrived at a
recommendation for upgrading the plant and well field that will enable us to continue operations.

Plan Alternatives
The attached materials outline five separate plans, which are explained below:

1. Plan #1: Purchase wholesale water from Olathe. Cooperate with RWD #6 on the construction
of the transmission main and new elevated water storage facility. This plan is the result of
recent discussion with RWD #6 and Olathe.
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2. Plan #2: Construct a new Water Treatment Plant (WTP). This plan is from the 2006 Water
Facility Master plan.

3. Plan #3: Renovate the SAAP WTP. This plan is from the 2006 Water Facility Master plan.

4. Plan #4: Purchase wholesale from Olathe, but without the cooperation of RWD #6. This plan is
from the 2006 Water Facility Master plan.

5. Plan #5: Renovate the SAAP WTP. This plan represents the recommendations of the water
department on how to refurbish the plant.

Plan Summary Sheet

The attached plan summary outlines the capital costs associated with each plan along with their
annualized cost of implementation. The conclusions are self-explanatory. An explanation of some of
the line items is given below:

A. Line 10 — Total Capital Costs: This line represents the total up-front capital costs associated with
each plan. It includes the constriction costs as well as engineering, legal, administrative costs and
contingencies.

B. Line 11 — Yearly Water Department Budget: Understanding that the wholesale options will allow
De Soto to reduce our water department operations costs, we have studied the department budget
to determine the extent of the possible savings that will result from the discontinuation of water
production. Under the wholesale arrangement, De Soto will still operate our own distribution system.
The result of this analysis is given on the last two sheets of this report. In summary, we expect that
the department budget will be trimmed approximately 45% from $1,374,700 down to about
$746,295. Although we might assume that a new or renovated treatment plant would help to reduce
some production costs because of the efficiencies of new equipment, it is difficult to determine
exactly how much. These savings are likely to be offset by increasing commodity costs over time.

C. Line 12 — Debt Service: The debt service assumes a 20-year note with a 4% interest rate and a
$50,000 cost of issuance.

D. Line 13 — Water Purchase from Olathe: Under the wholesale scenarios, we will need to buy the
water from Olathe. To determine how much water we will have to buy on a yearly basis, we looked at
water billing & usage information as well as metering records from our well field and treatment plant.
We have determined that we would need to purchase about 200 million gallons of water per year, at
the current usage rates. This accounts for the water that we sell, water that we give away or use for
ourselves, and water that is lost due to leaks. The water purchase rate for Plan 1 is higher than the
rate under Plan 4 because of the charges proposed by RWD #6 to transport the water from the
metering point in Olathe to the metering points in De Soto.

E. Line 15 - $ per 1,000 gallons: This line shows the cost of delivered water for each plan, based
on a yearly delivered water amount of 200 million gallons.

F. Line 16 — Water Department Revenues: This line shows the total revenues for the water
department projected for 2008. It includes the revenues we receive from water usage charges, water
tap fees, late charges and other sources.

In comparing the plan options, it is worth noting that Plans #3 and #5 are basically the same
concept, but have wildly differing associated costs. More detail can be provided about the cost
differences during the work session, but the main differences are as follows:
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V.

1. Plan #3 assumes the complete replacement of the raw water main that runs from the river
to the treatment plant. This cost is $2.64 million. Plan #5 has only $600,000 included for a
partial replacement of these mains.

2. Plan #3 includes $1.125 million for a new water tower, whereas Plan #5 has $180,000 to
refurbish two of the SAAP towers.

3. Plan #3 includes costs for new lime feeds, ferric feeds and re-carbonation components
interior to the plant. Plan #5 does not. These components exist at the plant currently, and it is
the feeling of the water department that they are adequate. This represents a cost difference
of $740,000.

4. Plan #3 has $850,000 for SCADA controls, where Plan #5 has only $120,000.

Pros and Cons

Due to the high costs involved, it is clear that Plans #2 and #3 should not be pursued. Plans #1 and #4 are
basically identical in concept, with the exception that Plan #1 offers the benefits of cooperation with RWD
#6 in sharing the construction costs. This makes Plan #1 the least-cost option by a significant margin. If
we wish to maintain our own production, Plan #5 is the least cost option available.

A. Water Rights: One of the concerns relating to a wholesale agreement is that we would give up water
rights that we currently hold. De Soto has existing water rights associated with six of the sunflower wells
and four of the older City wells in the Riverfest Park area. Under the scenario where we enter into a
wholesale water purchase agreement with the City of Olathe, the point of diversion for these rights could
be transferred from the existing well locations to a new collector well that Olathe would construct.
(Currently, Olathe is attempting to get approval to place one or two collector wells on the north side of the
river near the existing SAAP well field.). Doing this would basically preserve De Soto’s rights for De Soto’s
use, providing that the appropriate provisions are included in the wholesale water contract with Olathe.

The Division of Water Resources (DWR) has indicated that it would be possible for De Soto to regain full
control of the existing rights at a later date to use them at new well locations. If we wanted to start treating
our own water in the future (20 or 30 years from now), we could make application to DWR to move the
point of diversion from the future Olathe collector well location to new De Soto vertical wells at different
locations. Thus, we could retain the water rights we currently hold. This concept, however would most
likely not be acceptable to Olathe because the removal of De Soto’s groundwater right from an Olathe
collector well would nullify Olathe’s surface water right for that point of diversion. Olathe would have to
obtain a new junior groundwater right for the well which would be junior to any other right previously held.

Another option available to us under the Kansas Water Appropriation Act is to maintain our current wells
in a “Stand-by” status. Doing this would preserve the right, even though no diversions would occur. The
definition of “stand-by” is relatively ambiguous within the Appropriation Act, and we are currently in
discussions with the DWR to determine exactly what we would be required to do to maintain the stand-by
status.

B. Plan #1 vs. Plan #5 Pros & Cons: The implementation of Plan #1 will require a three-party
agreement between Olathe, De Soto and RWD #6. Because the transmission main will be within the
service territory of RWD #6, it would be owned and maintained by them. The elevated storage tower
(proposed to be located near 95" and Waverly) would also be owned, operated and maintained by RWD
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TABLE 5-2. COST ALLOCATION TO DE SOTO
SUPPLY FROM OLATHE ALONG 85TH STREET

Plan #1
Wholesale Purchase
Costs

De Soto 2045 projections: 3,000,000 gpd, peak day

transmission flow

2,083 gpm transmission flow rate
4,000 gpm peak flow rate, includes fire flow
Projected 2045 peak day demand by CRWD No. 6: Rural Cust. 760,000 gpd
Douglas #4 1,200,000 gpd
Total 1,960,000 gpd
Total projected 2045 peak day demand, combined: 4,960,000 gpd
3,444 gpm

1. CAPITAL COST ALLOCATION FOR TRANSMISSION PIPELINE USE

Table provided by Louis
Funk, consultant for
RWD #6 on 4-01-08

Pipe Fipe instaliation | Depreciated | Distance, Value of Capacity™, Allocation Aliocated
Diam. In. | Age, Yrs. Cost/Ft. Value/Ft. * Feet Pipe Segment GPM Percentage Cost
20 0 $ 10250 | $ 102.50 13,200 | $ 1,353,000 3,400 61.3% $ 829,044
18 0 $ 93.24 | § 93.24 10,500 | § 979,000 4,500 88.9% $ 870,222
TOTAL $ 1,699,266

* Pipe value is based on a 50-year service Iife with no salvage value.

* Capacity In 20-inch main reflects 24-hour transmission flow sufficient to fill water tower. Capacity in 18-inch reflects fire demands.

2. CAPITAL COST ALLOCATION FOR 750,000 GALLON WATER TOWER
Allocation Factors:

Operational Storage (1/3 of total)
Peak Equalization Storage (1/3 of total)
Emergency Storage (1/6 of total)
Fire Flow Storage (1/6 of totai)
TOTAL AGGREGATE:

$ 1,400,000
65.2%
§ 912,445

Estimated Construction Cost
Percent Allocation:
Allocated Cost:

60.5% (peak day ratio of all users)
79.8% (peak day ratio, minus RWD #4)
60.5% (peak day ratio of all users)
50.0% (split evenly with CRWD #4)

65.2%

3. CAPITAL COST ALLOCATION FOR OLATHE CAPACITY, 12-INCH METER, AND CRWD #6 METERS

Olathe Meter Fee (estimated) $ 205,280
Olathe Meter Vault, Telemetry & Connection Cost $ 163,862
CRWD No. 6 Meters & Connection Cost $ 264,000
Total $ 633,142
Percent Allocation: 100.0%
Allocated Cost: $ 633,142

4. ALLOCATION OF PROJECT INCIDENTAL COSTS (ENGINEERING, LEGAL, FINANCING, RESERVE)

Total Allocated Construction Cost (excludes Olathe meter fee) $ 3,039,574

Total Construction Cost $ 4,270,000

Percent Allocation: 71.2%

Incidental Costs: $ 1,047,200

Allocated Cost: $ 745443

5. TOTAL CAPITAL COST ALLOCATION

Total Allocated Cost: $ 3,990,297 $ 3990297 $ 3,990,297

Initial Lump Sum Payment: % - $ 1,995149 § 3,980,297

Amount to be Amortized: 5 3,990,297 § 1995149 § -

Annual Cost Amortized over 40 years @ 3.54% Interest: $ 188,016 & 96,347 § -

Equivalent Monthly Cost: ] 15,668 § 8,029 § -

Cost per 1,000 gallons based on 18 MG/mo. $ 0.87 & 036 § -

6. COST OF WATER, PER 1,000 GALLONS

Cost of water from Olathe [ - gzz%

Maintenance @ 4% ] 0.09

Subtotal $ 23 |

incentive & Profit @ 12.5% $ 0.28 - Wy

Water Losses @ 5% -5 011 e

Cost of Water $ 270 $ 270 $ 270 €&——
Debt equivalent $ 0.87_$ 0.36 § -

TOTAL EQUIVALENT COST OF WATER/1,000 GAL. $ 357 § 3.06 § 2.70
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SAAP Rennovations
Water Department Recommendations

Plan #5

Cost Estimates

Filters
Filter Media Replace filter media - DONE $ -
Controls Replace backwash valves (4) $ 90,000
Air Backwash Scrubbers Rebuild / Replace - WORKING $ -
Air Compressor Rebuild / Replace - DONE $ - Water
Underdrains Replace - WORKING $ -
Steel Filter Housing Refurbish - DONE $ - Department
Chemical Feed recommend
Lime Feed System Purchase & Install mixing tank system | $ 50,000 .
Coagulation feed Purchase & Install - DONE $ - atlons fOI"
Phospate feed Purchase & Install - DONE $ -
Chlorine feed Relocate building - DONE $ - SAAP
Solids Contact renovation
[Basin interior parts |Replace interior parts in east basin =~ | $ 500,000 | 2008
Clearwells
[Clearwell under filters | | $ - |
Sludge Lagoons
|Reconstruct sludge lagoons | [ $ 250,000 |
High Service Pumps
|Replace 2 pumps |Replace - DONE | $ |
Controls
|SCADA [Install [ $ 120,000 |
TWP Building Improvements
Wood Floor $ -
Windows & Doors Replace - PARTIALLY DONE $ 20,000
Building Exterior Clean, repair & paint $ 25,000
Roof Retrofit with standing seam metal roof | $ 422,000
Walkways to clarifiers Install new $ 30,000
Exterior Lighting Install new $ 10,000
Security System Install new $ 20,000
Power
Back-up Generator $ 252,000
New mainline to WTP $ 250,000
Transformer $ 200,000
Well Field
|Rehab Wells |Rehab or drill 5 wells (south of river) | $ 400,000 |
Elevated Towers
|Rehab 2 towers |repair & paint 2 towers [ $ 180,000 |
Raw Water Mains
|2- 16" Raw Mains |[Not needed at this time [$ 600,000 |
Potable mains
4,000 If - 24" PVC - Towers to Sunflower Road $ 320,000
4,500 If - 24" PVC - WTP tp Towers | $ 360,000
Booster Pump
|Upgrade existing pump at 103rd & Sunflower | $ 40,000 |
TOTAL for ALL $ 4,139,000
WTP Upgrades $ 2,639,000
Elevated Storage $ 180,000
RAW WATER LINES $ 600,000
Distribution Upgrades $ 720,000




City of De Soto

Month: 3/31/2007

Fund: 0501 - WATER FUND

Expenditures
Dept: 000
Acct Class: CAP CAPITAL OUTLAY
48000.00 Capital Outlay

49000.00 Lease Purchase Payments

CAPITAL OUTLAY

Acct Class: COMM COMMODITIES
44310.00 Office Supplies

44315.00 Office Equipment

44320.00 Cleaning Supplies

44350.00 Chemicals

44400.00 Taxes And Licenses

44500.00 Tools & Equipment

44501.00 Safety Equip/Supplies

44502.00 Distribution Parts & Supplies

44503.00 New Meter Install

44504.00 Replacement Meters

44510.00 Computer Software/Hardware

44600.00 Repair Parts

44700.00 Motor Fuel, Oil & Fluids

45910.00 Street Rock

46000.00 Equipment Maintenance & Repair

46200.00 Vehicle Repair And Maintenance

46300.00 Street Sign & Posts

46400.00 Building Improvemts/Maint

46700.00 Radio Equipment

47200.00 Grass Seed, Weed Cont, Fertil

48400.00 Refunds And Reimbursements

48500.00 Water Protection Fee

48550.00 Water Assurance Fund

48600.00 Sales Tax Payable

48700.00 Sampling & Testing

48900.00 Clean Drinking Water Fee
COMMODITIES

Acct Class: CONT CONTRACTUAL
41195.00 Work Comp under Minimum

41196.00 Utility Assistance
41210.00 Meals & Refreshments
41300.00 Charitable cont & Gifts

42000.00 Postate & Freight

42050.00 Utilities

42100.00 Uniform Fees

42150.00 Bad Check Replacements
42200.00 Printing And Advertisements
42250.00 Liability Insurance

43000.00 Dues & Membership Fees
43500.00 Data Processing Services
43700.00 Training/School

44020.00 Contractual Bldg Maint&Repair
44030.00 Contractual Equip Maint&Repair
44040.00 Contract Vehicle Maint&Repair
44060.00 Shop Maint & Repair

44070.00 Line Maint & Repair

44080.00 Bad Debt Collection Fees
44200.00 Equipment Lease & Rentals
44220.00 Misc contractual services

45700.00 Mowing Contract

CONTRACTUAL

Acct Class: EXPE EXPENSES
49800.00 Previous YR Expenses

49999.00 Transfer Out
EXPENSES

BUDGET WORKSHEET

Prior Current Year ------ (6) Reduced Budaet
Year Amended  Actual Thru for Distribution Only
Actual Budget Budget March Requested
0 0 0 0
32,151 32,151 32,151 0 32,151 32,151
32,151 32,151 32,151 0 32.151 32151
2,144 2,000 2,000 757 2,200 $ 733.33
413 800 800 0 850 $ 283.33
414 600 600 305 650 $ 325.00
159,095 121,000 121,000 22,691 131,000 $ 15,000.00
0 0 0 17 100 $ 100.00
10,435 10,000 10,000 1,220 10,000 $ 3,333.33
1,108 0 0 693 1,200 $ 5,000.00
40,818 32,000 32,000 10,316 41,500 $ 41,500.00
55,462 60,000 60,000 52,931 65,000 $ 65,000.00
6,285 21,000 21,000 0 23,000 $ 23,000.00
0 2,000 2,000 2,705 2,500 $ 1,000.00
1,486 0 0 0 1,500 $ 500.00
10,685 10,000 10,000 1,498 11,500 $ 500.00
11,940 20,000 20,000 270 20,000 $ 20,000.00
14,403 20,000 20,000 4,153 20,000 $ 5,000.00
61 1,500 1,500 0 2,000 $ 1,000.00
519 500 500 0 500 $ 500.00
946 3,000 3,000 653 3,500 $ 875.00
229 700 700 157 750 $ 375.00
1,321 3,000 3,000 504 3500 $ 3,500.00
9,578 14,000 14,000 3435 14,700 $ 500.00
6,042 16,000 16,000 1,339 16,800 $ 16,800.00
3,119 3,300 3,300 1,536 6,144 $ 6,144.00
33,700 30,000 30,000 6,643 33,000 $ 33,000.00
4,125 6,500 6,500 1,628 6,900 $ 3,450.00
4,270 5,500 5,500 0 5,800 $ 5,800.00
378,598 383.400 383.400 113.451 424.5% 253.21¢
234 500 500 0 1,000 $ 1,000.00
3,500 3,000 3,000 3,000 9,000 $ 9,000.00
535 600 600 259 600 $ 300.00
0 0 0 0 - $ -
7,635 7,300 7,300 2,103 8,500 $ 4,250.00
138,751 145,000 145,000 34,419 152,250 $ 38,062.50
3,786 3,600 3,600 529 3,780 $ 1,260.00
5,021 3,000 3,000 676 3,200 $ 3,200.00
1,292 2,000 2,000 0 2,200 $ 1,100.00
9,938 10,200 10,200 0 11,000 $ 5,500.00
885 1,000 1,000 720 1,050 $ 525.00
0 0 0 0 -
2,633 6,000 6,000 535 6,300 $ 2,100.00
972 4,000 4,000 186 4,000 $ 1,333.33
65,980 70,000 70,000 4,103 73,500 $ 24,500.00
0 2,500 2,500 0 2,500 $ 1,250.00
22914 19,000 19,000 5,825 21,000 $ 10,500.00
18,197 22,000 22,000 651 23,000 $ 23,000.00
33 0 0 0 100 $ 100.00
189 1,200 1,200 0 2,000 $ 1,000.00
14,850 13,000 13,000 720 14,000 $ 7,000.00
8,666 6,500 6,500 2,117 7,000 $ 5,250.00
306.011 320,400 320,400 55.843 345.980 140.231
0 0 0 34,473 -
69,435 69,435 69,435 0 69,435 $ 69,435.00
69.435 69.435 69.435 34.473 69.435 69.43¢

Water Department Budget
Analysis

otes

1/3rd of full amount
1/3rd of full amount
1/2 of full amount

Post Chlorination may be necessary

1/3 of full amount
1/2 of full amount
SAME
Same

Same

1/3rd of full amount
1/3rd of full amount
Same

1/4 of full amount
1/2 of full amount
Same

1/4 of full amount
1/2 of full amount
Same

1/3rd of full amount

Same

1/2 of full amount

1/2 of full amount

1/2 of full amount
1/4th of current amount - pumping, building heat, pho

1/3rd of full amount

1/2 of current
1/2 of current

1/2 of current

1/3rd of full amount
1/3rd of full amount
1/3rd of full amount
1/2 of full amount
1/2 of full amount
same

same

1/2 of full amount
1/2 of full amount

3/4 of full amount



Acct Class: PER PERSONNEL SERVICES
41100.00 Salaries & Wages

41110.00 Overtime

41140.00 FICA/Medicare

41150.00 KPERS

41170.00 SUTA
PERSONNEL SERVICES
Dept: 000

41156.00 AFLAC

41160.00 Health/Accident Insurance

41170.00 SUTA

41190.00 Workers Compensation
PERSONNEL SERVICES
EMPLOYEE BENEFITS

Total Expenditures

294,619 332,000 332,000 71,262 348,600 $ 174,300.00 1/2 of full amount
48,521 42,000 42,000 8,804 45,000 ; 22,500.00 1/2 of full amount
26,483 25,400 25,400 5913 26,000 $ 13,000.00 1/2 of full amount
14,632 17,630 17,630 3912 18,000 $ 9,000.00 1/2 of full amount

0 0 0 0 250 $ 125.00 1/2 of full amount

384.255 417030 417030 89.891 437.850 218.925

1170450 1222416 1222416 293,658 1.310.010 713.961
1,023 0 0 235 -
23,150 37,000 37,000 3,051 37,000 $ 18,500.00 1/2 of full amount
344 350 350 0 350 $ 175.00 1/2 of full amount
6,449 10,000 10,000 9,002 27,318 $ 13,659.00 1/2 of full amount
30,966 47,350 47,350 12.288 64.668 32.334
30.966 47.350 47.350 12.288 64.668 32.334
1201416 1269766  1.269.766 305.946 1.374.678 746.295

628,383



