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O&M AND CAPITAL COSTS PER A.F. FOR RECLAIMED WATER

The City's actual system-wide cost per acre foot for producing reclaimed water duning the most
recently completed fiscal year consists of two elements, an Operations & Maintenance (O&M) cost
element and a Capital cost element. The City’s actual system-wide cost per acre foot for distriburing
reclaimed water during the most recently completed fiscal year also consists of the same two cost
elements. For the purposes of this analysis only, the O&M and capital cost elements shall be divided
by the acre feet of reclaimed water produced at the City’s Reclaimed Water Treatment Plant(s), to

calculate the cost per acre foot.

The methodology for the necessary calculations is described below and illustrated in the attached
example calculations in Exhibit A-1.

I.  O&M Element

A. Expenses recorded in the City account(s) directly responsible for operating the reclaimed
water system (currently there is only one such account, 081-710-7127) shall be segregated

into three components: (2) ‘production/treatment,’ (b) ‘distribution’; (c)
‘administrative/support.” This segregation will be made on the basis the City’s Job Cost
Report for account 081-710-7127, which provides sufficient information to allow such

segregation.

B. ‘Administrative/support’ expenses shall be allocated to ‘production/treatment’ and
‘distribution’ based on the percentage relationship each has to the sum of the two.

C. Total direct ‘production/treatment’ and ‘distribution’ expenses shall be increased by an
allocation of expenses from (a) other City accounts whose personnel contribute to operating
the reclaimed water system and (b) other City accounts whose personnel are responsible for
overall management of the City’s Water Utility.

D. The specific City accounts whose persennel contribute to operating the reclaimed water
system may change over time due to Water Utility re-orgamuizations or other factors.
Currently, the specific accounts are: 081-710-7472 and 081-710-7137 (maintenance
functions); 081-710-7431 (water quality testing); and 081-710-7426, 081-710-7427, 018-710-
7428, and 081-710-7457 (engineering).

E. The bases of allocation for the current specific accounts whose personnel contribute to
operating the reclaimed water system shall be as follows and in the order indicated:

1. 081-710-7472: reclaimed water usage as a percentage of the sum of potable and
reclaimed usage.

081-710-7137: sum of 081-710-7127 non-power expenses and 081-710-7472 allocation
to reclaimed water, as a percentage of total expenses of 081-710-7157, 081-710-7177,
081-710-7227, 081-710-7237, 081-710-7117 (non-power), 081-710-7435, 081-710-
7472, and 081-710-7127 (non-power).

[
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081-710-7431: reclaimed water usage as a percentage of the sum of potzble and

1

reclaimed usage.

4. 081-710-7426, 081-710-7427; 081-710-7428; and 081-710-7457: reclaimed water
system capital additions for the year as percentage of sum of potable and reclaimed
systems’ additions, excluding additions of land and meters/services.

Since the preceding allocation bases for these specific City accounts are numerous as
well as complex, to simplify calculations, the net percentage results projected in the
City’s water rate model for FY 1999 shall be used.

L

6. That percentage is 11.9% of the total expenses for the specific City accounts.

7. This percentage shall be updated every three years, or when specific accounts change,
or when existing allocation factors change, whichever comes first.

F. The specific City accounts whose personne] are responsible for the overall management of the
Water Utility or for general administrative support may change over time. Currently, the
specific accounts are: 081-710-7416; 081-710-7417; 081-710-7418; 081-710-7432; 081-710-
7434; 081-710-7441; 081-710-7475; 081-710-7425; 081-710-7429; 081-710-7430; 081-710-
7470; 081-710-7217; 081-710-7437; 081-710-7438; and 081-710-7459.

1. Allocation bases for these specific City accounts are numerous as well as complex. To
simplify calculations, the net percentage results projected in the City's water rate model

for FY 1999 shall be used.

2. That percentage is 2.3% of the total expenses for the specific City accounts.

il

This percentage shall be updated every three years, or when specific accounts change,
or when existing allocation factors change, whichever comes first. :

G. Expensesin E and F shall be allocated to ‘production/treatment’ and ‘distribution’ based on
the percentage relationship of the two identified in B above.

H. Miscellaneous revenues and operating fund interest earnings available for financing the Water
Utility’s total O&M shall also be allocated between the potable and reclaimed water systems.
To simplify calculations, the percentage of these revenues allocated to reclaimed water in the

City’s water rate model for FYY 1999 shall be used.

1. That percentage is 6.9% of the sum of miscellanecus revenues and operating fund
interest earnings.

This percentage shall be updated every three years, or when existing allocation factors

change, whichever comes first.

1~
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3. The revenues allocated to reclaimed water O&M shall be distributad betwesn
‘production/treatment’ and ‘distribution’ based on the percentage rzlationship the
expenses of each has to the summed expenses of the two.

4. The ‘production/treatment’ revenues shall be deducted from the *production/treatment’
expenses.

1. The resulting totals for *production/treatment’ and for ‘distribution’ shell then each be divided
by the reclaimed water produced (in acre feet) for the given fiscal year, as reported by the
City’s Reclaimed Water Treatment Plant(s), providing the O&M cost per acre foot to produce
or distribute reclaimed water for that year.

I1. Capital Element

A. Capital expenditures financed by City Water Utility revenues shall be identified and
segregated. For FY 1999, such expenditures are composed of the following items: (a)
equipment with a unit cost greater than $1,000; (b) debt service payments on bonds secured
by water revenues, excluding amortization of any loss or gain on bond refundings; (c)
contract payments for capital water facilities (such as those related to the purchase of
private water companies); and (d) that portion of the Water Utility’s capital program
financed by annual revenues. These items may change over time. These capital
expenditures occur in City accounts too numerous to list. Should Pima County request a
specific listing by account and expenditure amount, the City will provide such a listing.

B. Capital-related revenues and other funding sources, exclusive of Water Utility revenues,
shall be identified and segregated from other revenues and sources. For FY 1999, such
capital-related sources are composed of the following items: (a) water system connection
fees; (b) area development fees recognized as revenue; (c) interest eamnings on the debt
service fund; (d) interest eamnings on the Central Arizona Project reserve fund; (e) interest
earnings from the settlement with Metropolitan Water Water Improvement District; (f) use
of funds originating in the Metropolitan Water Company reserve account; (g) use of funds
originating in the Central Arizona Project reserve fund; and (h) use of working capital
originating in the Water Utility’s operating fund. These items may change over time. These -
capital sources are recorded in City accounts too numerous to list. Should Pima County
request a specific listing by account and revenue/source amount, the City will provide such

a listing.

C. Capital expenditures in A above shall be reduced by capital sources in B above, resulting in
the net capital costs to be recovered from revenues generated by the sale of water.

D. The net capital costs shall be allocated between the potable system and the
production/treatment and distribution components of the reclaimed water sysiem by
restating net capital costs as the depreciation amounts on the respective systems and
reclaimed components for the given fiscal year. Any remaining net capital costs shall be
allocated based on the percentage relationship the assets of the potable system and each
reclaimed component has to the sum of the assets of the three. The following specific

allocation methodology shall be followed:



Page 4 of 4

].

Lald

EXHIBIT A
To Supplemental IGA

Respective system asset identification shall be based on the City’s Property Register
which details the completed and installed water facilities of both the potable and
reclaimed water systems, the City’s ‘Holding Account’ which details the completed and
installed water facilities of both systems which are awaiting entry on the Property
Register, and the City’s ledger for construction work-in-progress which details the
water facilities of both systems cwrently underway but not completed. In all cases,
asset identification shall exclude meters, hydrants, and any other customer-related asset
costs, since customer-related costs are excluded from this agreement. Contributed
capital for the respective systems shall also be identified and deducted from the

previously identified asset totals for each system.

The asset total for the reclaimed system shall be segregated into three components:
‘production/treatment,’ “distribution,’ and ‘other.’ Specific accounts, too numerous to
list, in the City’s Property Register, Holding Account, and the ledger for construction in
progress, provide the necessary segregation. 'Other’ shall be allocated to
“production/treatment” and ‘distribution’ based on the percentage relationship each has

to the sum of the two.

Assets, such as ‘general plant’ which cannot be specifically identified as belonging to
either the potable system or the reclaimed system, shall be allocated to the potable
system and to the ‘production/treatment’ and ‘distribution’ components of the reclaimed
system based on the percentage relationship each has to the sum of the three.

Following the determinztion of assets attributable to the potable system and the
‘production/treatment’ and ‘distribution’ components of the reclaimed system, the
depreciation for the given year, based on City Accounting depreciation factors for asset
types, shall be calculated for the potable system and the ‘production/treatment’ and

‘distribution’ elements of the reclaimed system.

If the sum of depreciation for the potable system and the ‘production/treatment’ and
“distribution’ components of the reclaimed system is less than the net capital cost to be
allocated, the remaining portion of the net capital cost shall be allocated among the _
three, based on the percentage relationship the assets of each has to the sum of the three.

The resulting net capital cost for the réclaimed ‘production/treatment’ and ‘distribution’
compenents shall then each be divided by the reclaimed water produced (in acre feet)
for the given fiscal year, as reported by the City’s Reclaimed Water Treatment Plani(s),
providing the capital cost per acre foot to produce reclaimed water for that year.
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O&M Costs

Cost Per AF Produc-d

Capital Costs !

Cost Per AF Produced

Total

Cost Per AF Produced

FY 19899 Reclaimed Water Produced (AF)

Environmental Rate

Effluent Recovery Rate

Operating Expense Component of Reclaimed Wheeling Rate
Minimum Production Component for Non-Metropolitan Effluent

Reclaimed Cost of Service
Preliminary FY 1999 ACTUALS

Prod/Treatment

51,991,000
sra9.9f

$1,294,000
512343

$3,283,000
534334

Distribution

£5362,000
53453

33,091,000
528483

$3,453,000
332036

10,4539

Supp. IGA Reference

Sobsee. 5.2.2.1
Subsec. 6.5
Subsec. 12.3

Subsec. 4.1.3

: . L . . -
For this preliminary caleulation, capital casts have not been allocared on the
bases of depreciation and asset relationships, but rather on the sole basis
of asset relationships. Final caleulations will be based on both depreciation

and asset relationships.

! The methodelogy in this agreement has been negotioted between the parties
and deparis from the City's standard methodology used in water wtility rote studies
in the following wavs: 1) Customer costs and tax costs have been excluded
Jrom toral costs: and 2} cast per acre foot has been calculated on the basis of warzr

produced ratker than waer sold

ExhA-]&Bfina

Exhibit B

to Supplemental IGA

Total

$2,353,000
523444

54,383,000
541826

36,738,000
Fe42.70

5224.44
5189.91
534.53
5135.91
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WHEN RECORDED, MAIL TO:

HECTOR MARTINEZ
Administrator

E.zal Estate Division

201 North Stone, Sixth Floor
Tucson, Arizona 85701

CONSENT

This Consent is hereby granted to the City of Tucson, Arizona (the "City"), by Pima
County (the “County™), this day of February, 2000.

WHEREAS, the County is the owner of certain parcels of real property located in Pima
County, Arizona, described by Pima County Tax Code Parcel Number as:

103-04-001F
103-06-004F
103-06-092F
101-20-051C
101-19-0020
101-19-0030
101-06-006C
214-01-0260
214-01-014A
. 214-01-013C
. 214-01-017D
.214-04-042B
. 214-04-042D

SO DYRNO U AW N e

L T e

In addition, Pima County is the owner of various parcels listed under Parcel Code Number 559-
92-9993, including the Sunset Road Right-oi-Way, and any other such parcels as may be located
neer the Santa Cruz River betwesn Roger Rozad and Ina Road; and



WHEREAS, certain portions of the above-listed parcels are located within the riverbed of
the Santa Cruz River, between the banks thereof; and

WHEREAS, certain effluent is discharged into the riverbed of the Santa Cruz River; and

WHEREAS, the City has requested that the County consent to the use of the reach of the
Santa Cruz niver that flows through the above County Parcels as a Managed Recharge Facility

under Arizona Revised Statutes §§ 45-801 ef seq; and

WHEREAS, Pima County is willing to grant this Consent according to the specific terms
of the Supplemental Intergovernmental Agreement between the City of Tucson and the Pima
County (“the 2000 Supplemental IGA™), to which this Consent is attached as Exhibit C.

NOW THEREFORE, Pima County hereby agrees to the following:

1.

The County hereby grants to the City consent to contain and transport effluent
which flows over the above-listed Pima County parcels for the purposes of
operating an underground storage facility pursuant to Permit No. 71-543944.0001
(the "Permit") or any subsequent underground storage facility permit issued by the
Arizona Department of Water Resources to the City for a managed recharge
project for this reach of the Santa Cruz River. Some of the parcels of land located
within this reach of the Santa Cruz River are listed under a common parcel
number: 599-99-5993; by this Consent, Pima County hereby grants the City
permission to use any such parcel located in the bed of the Santa Cruz River
between Roger Road and Ina Road for purposes of a Managed Recharge Project.

Said Consent shall run with the land in favor of the City of Tucson for the
duration of the permit, or any extension or renewal thereof, and shall be binding

on successors and assigns.

Pima County has executed this Consent as of the date written below.

By:

C.H. HUCKELBERRY
COUNTY ADMINISTRATOR

This ___ day of February, 2000.



STATE OF ARIZONA )
) ss.

County of Pima )

The foregoing instrument was acknowledged before me this day of February, 2000,
by C.H. Huckelberry, County Administrator, Pima County.

Notary Public

My Commission Expires:

Iwork/de/ca/PimaConsent doc
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WHEN RECORDED, MAIL TO:

HECTOR MARTINEZ
Administrator

Real Estate Division

201 North Stone, Sixth Floor
Tueson, Arizona 85701

CONSENT

This Consent is hereby granted to the City of Tucson, Arizona (the "City"), by the Pima
County Flood Control District (the “Flood Control District™), this day of February, 2000.

WHEREAS, the Flood Contro! District is the owner of certain parcels of real property
located in Pima County, Arizona, described by Pima County Tax Code Parcel Number as:

101-06-009G
101-06-004F
214-01-024E
214-01-024B
214-01-024D
214-01-024H
214-01-024]

:-..]-P‘\}..I‘\-I‘-‘nhjl\]l—-

In addition, the Flood Control District is the owner of a parcel listed under Parcel Code Number
£99-89-09993, which includes the Canada Del Oro drainageway; and

WHEREAS, certain portions of the above-listed parcels are located within the riverbed of
the Santa Cruz River, between the banks thereof; and

WHEREAS, certain effluent is discharged into the nverbed of the Santa Cruz River; and

| N L N T (T,

(i % B IV



WHEREAS, the City has requested that the Flood Control District consent to the use of
the reach of the Santa Cruz river that flows throuch the above Flood Control District Parcels as a

Managed Recharge Facility under Arizona Revised Statutes §§ 45-801 et seq; and

WHEREAS, the Flood Control District is willing to grant this Consent according to the
specitic terms of the Supplemental Intergovernmental Agresment between the City of Tucson
and Pima County (“the 2000 Supplemental IGA”), to which this Consent is attached as Exhibit

D.

NOW THEREFORE, the Pima County Flood Control District hereby agrees to the
following:

1.

3

The Flood Control District hereby grants to the City consent to contain and
transport effluent which flows over the above-listed Flood Control District parcels
for the purpeses of operating an underground storage facility pursuant to Permit
No. 71-545944.0001 (the "Permit") or any subsequent underground storage
facility permit issued by the Arizona Department of Water Resources to the City
for a managed recharge project for this reach of the Santa Cruz River. One of the
parcels of land located within this reach of the Santa Cruz River is listed under a
common parcel number: 999-99-9993; by this Consent, the Flood Control
District hereby grants the City permission to use any such parcel as may be
located in the bed of the Santa Cruz River between Roger Road and Ina Road for
purposes of a Managed Recharge Project. This Consent shall be subject to the
limitations set forth in the 2000 Supplemental IGA.

Said Consent shall run with the land in favor of the City of Tucson for the
duration of the permit, or any extension or renewal thereof, and shall be binding

on successors and assigns.

The Pima County Flood Control District has executed this Consent as of the date
written below.

By:

C.H. HUCKELBERRY
COUNTY ADMINISTRATOR

This ___day of February, 2000.



STATE OF ARIZONA )
) ss.

County of Pima )

The foregoing instrument was acknowledged before me this day of February, 2000,
by C.H. Huckelberry, County Administrator, Pima County.

Notary Public

My Commission Expires:

Iwork/ds/caPCFCDConsent doc



EXHIBIT £
o Supplemenial iIGA



- EXHIBIT E, FORM OF AGREEMENT FOR CONSENT FOR MANAGED RECHARGE PROJECTS NORTH CF
INA ROAD

WHEN RECORDED, MAIL TO:

Administrator

Real Estate Divisio: .

201 North Stone, Sixth Floor
Tucson, Arizona 85701

CONSENT

This Consent is hereby granted to the City of Tucson, Arizona (the "City"), by Pima
County (the “County™), this dayof ___ : .

WHEREAS, the Pima County is the owner of certain parcels of real property located in
Pima County, Arizona, described by Pima County Tax Code Parcel Number as:

1. [List of Pima County Parcels]

In addition, Pima County is the owner of various parcels listed under Parcel Code Number 999-
99-9993, which include [various rights-of-way and drainageway parcels); and

WHEREAS, certain poﬁiuns of the above-listed parcels are located within the riverbed of
the Santa Cruz River, between the banks thereof; and

WHEREAS, certain effluent is discharged-into the riverbed of the Santa Cruz River; and

WHEREAS, the City has requested that the County consent to the use of the reach of the
Santa Cruz river that flows through the above County Parcels as a Managed Recharge Facility

under Arizona Revised Statutes §§ 45-801 et seq; and

WHEREAS, Pima County is willing to grant this Consent according to the specific terms
of the Supplemental Intergovernmental Agresment between the City of Tucson and the Pima
County (“the 2000 Supplemental IGA™), to which this Consent is attzched as Exhibit E.



EXHIBIT E, FORM OF AGREEMENT FOR CONSENT FOR MANAGED RECHARGE PROJECTS NORTH OF

INA ROAD

NOW THEREFORE, Pima County hereby agrees to the following:

-

3

The County hereby grants to the City consent to contain and transport effluent
which flows over the above-listed Pima County parcels for the purposes of
operating an underground storage facility pursuant to [a permit issued by the]
Department of Water Resources to the City for a recharge project for this reach of
the Santa Cruz River. [Some of the parcels of Jand located within this reach of the

Santa Cruz River are listed under a commeon parcel number: 999-99-9993: by this

Consent, Pima County hereby grants the City permission to use any such parcel
located in the bed of the Santa Cruz River north of Ina Road for purposes of a

Managed Recharge Project.

Said Consent shall run with the land in favor of the City of Tucson for the
duration of the permit, or any extension or renewal thereof, and shall be binding

on successors and assigns.

Pima County has executed this Consent as of the date written below.

By:

COUNTY ADMINISTRATOR

This ___ day of )

STATE OF ARIZONA )

)58,

County of Pima )

The foregoing instrument was acknowledged before me this

day of - <

by [Pima County Administrator]. s

Notary Public

My Commission Expires:

lwerk/de/caPimaConsent(ExhibitE).dee
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EXHIBIT F, FORM OF AGREEMENT FOR. CONSENT FOR MANAGED RECHARGE FROJECTS NORTH OF
INA ROAD

WHEN RECORDED, MAIL TO:

Administrator

Real Estate Division

201 North Stone, Sixth Floor
Tucson, Arizona 85701

CONSENT

This Consent is hereby granted to the City of Tucson, Arizona (the "City"), by Pima
County Flood Control District (the “Flood Control District™), this day of ,

WHEREAS, the Flood Control District is the owner of certain parcels of real property
located in Pima County, Arizona, described by Pima County Tax Code Parcel Number as:

1. [List of Flood Control District Parcels).

In addition, the Flood Control District is the owner of parcels listed under Parcel Code Number
999-59-9993, which include [various rights-of-way and drainageway parcels]; and :

WHEREAS, certain portions of the above-listed parcels are located within the riverbed of
the Santa Cruz River, between the banks thereof; and

WHEREAS, certain effluent is discha:ged_iiﬁh the nverbed of the Santa Cruz River; and

WHEREAS, the City has requested that the Flood Control District consent to the use of
the reach of the Santa Cruz river that flows through the above Flood Control District Parcels as a
Managed Recharge Facility under Arizona Revised Statutes §§ 43-80] ef seg; and

WHEREAS, the Flood Control District is willing to grant this Consent accerding to the
specific terms of the Supplemental Intergovernmental Agreement betwesn the City of Tucson
and Pima County (“the 2000 Supplemental IGA™), to wiuch this Consent is attached as Exhibit

F.

o ™. I
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EXHIBEIT F, FORM OF AGREEMENT FOR CONSENT FOR MANAGED RECHARGE PROJECTS NORTH OF

INA ROAD

NOW THEREFORE, the Pima County Flood Control District hereby agress to the
following:

L

The Flood Control District hereby grants to the City consent to contain and
transport effluent which flows over the above-listed Flood Control District parcels
for the purposes of operating an underground storage facility pursuant to [a permit
issued by the] Arizona Department of Water Resources to the City for a managed
recharge project for this reach of the Santa Cruz River. [One of the parcels of land
located within this reach of the Santa Cruz River is listed under a common parcel
number; 999-99-9993; by this Consent, the Flood Control District hereby grants
the City permission to use any such parcel as may be located in the bed of ihe
Santa Cruz River north of Ina Road for use in a managed recharge project.] This
consent shall be subject to the limitations of the 2000 Supplemental IGA.

Said Consent shall run with the land in favor of the City of Tucson for the
duration of the permit, or any extension or renewal thereof, and shall be binding

on successors and assigns.

The Pima County Flood Control District has executed this Consent as of the date
written below.

By:

COUNTY ADMINISTRATOR

This __ day of , .

STATE OF ARIZONA )

) ss.

County of Pima )

The foregoing instrument was acknowledged before me this day of ; A
By [Pima County Administrator]. 5

Notary Public

My Commission Expires:

Iword/'de/ca PCFCDConsent(Exhibit Fl.doc
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Exhibit G
to Supplemental IGA
Kino Pipeline — Capital Component of County Kino Wheeling Rate

Assumptions:
(1) Since the Kino pipeline will ikely have zdditicnal non-County connecions in the fulure, Fima County's obligaticn

will be calculated at 50% of cost of consiruction.
{(2) Distribution capital costs/AF used in the csleulaticn of lizbility balance reduciions are the aclual Distibution

Capital Cost/AF for the previous FY (see Exhibits A, A-1 and A-2).
(3} 100% of theDistribution capital costs/AF component for paid purchases of Reclaimed Water from the City for Kino Park

shzil be applied to reduce the Kino pipeline liability on which the capilal component of the Kina wheeling rate shall be czlculale
{4)  100% of theDistribution capital costs/AF compeonent for paid billings from new cusicmer conneclions to the Kino line

shall be applied to reduce the Kino pipeline lizbility on which the capital component of the Kino wheeling rate shall be calculated
(3)  Amortization of the Kino capital cost will be based on a 25 year repayment pericd beginning 2/1/2000 2t 5.25% interast

Calculation of lzbility: -

Fipeline costs (as of 1/2000) 31,458,418
Pima Co % S0%
Pima Co Liability S 729,209

Caleulation of lizbility reductions:
(a) As Pima County is billed and pays for Kino reclaimed water use, reductions will be applied as follows:
Kino reclaimed purchases (AF} X Capital cost/AF
The liability will be reduced for all pzid Kino billings (AF) irom 12/87 through 1/2000.
As Pima County is billed and pays for Kino reclaimed waler use after 1/2000, reductions will be 2pplied on the same bas
* until Pima County begins providing Reclsimed Water to the Kino facility.
(b) As future reclaimed customers connect to the Kino pipefine additionzl liability reductions
will be zpplied as follows:
New customer's actual annual paid usage (AF) X Distribution Capital cost/AF
The lizbility will be reduced for calcuistion of amortization for the remaining repayment period,

Calculation of Liability:

Beginning amount (50% of $1,458,418) $ 728,209.00
Reduction for purchases through 1/2000:
AF purchased 121997 {p 1/2000 =l
Capital Costs per AF (Exhibit A-2) 5284 B3
(5265,641.83)
Balance as of 1/31/2000 § 483,567.17

Caleulation of Ki ital F 1/20001:

Annuzl Capital charge:

$463,587.17 capitalized for 25 years st 5.25% - 533,720.18
Capital charge per acre foot

Divided by 420 a.f. purchasas $78.42
Adjusted Capital Component 578.42

If there is a remaining capital component of the Kino wheeling rate after the adjustments illustrated in
Exhibit G-1 have been made over the yezrs, this capital compenent will terminate January 31, 2025

See Exhibit G-1 for examples of potentizl futurs reductions of the capitsl compenent of the Kino whesling rate.

DO-C2FPIMAIGAE=hGAG-1.xs
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! Exhibit G-1
to Supplemental IGA

KINO PIPELINE — FOTENTIAL FUTURE CAPITAL COMPONENT ADJUSTMENTS

Examuple of potential future capital component assuming Randalgh deliveries 1/1/2002
5463,567.17

Balznce as of 1/31/2000

Estimzated future reductions
Czlendzr 2000 (11 months):
Estimated purchases (AF) 2/2000 to 12/2000 405

Capital Costs per AF (Attachment A) $294.83
(5119,406.15)

Calendar 2001 (12 months)
Estimated purchases (AF) 1/2001 to 12/2001 432

Capital Costs per AF (Attachment A) $294.83
(5127,366.56)

Estimated balance 25 of 12/31/2001 5216,754.46
Capital charge per acre foot
$216,794.46 capitalized for 23 years at 5.25% $186,453.31
Divided by 430 a.f. pricr year purchases $38.26
$38.25

Adjusted Capital Component

216,754,458

Bzlance as of 12/31/2001

Mew connections purchase 30 a.f in 2001

30 X 5294 83 = 58,844.80 S 8,844.90

Adjusted lizbility balance $207,848.56
Capitzl charge per acre foot ey
5207,949 56 capitalized for 23 years 2t 5.25% 515,782.04
. Divided by 430 2.f. pricr yezr purchases ] 36.70
Adjusted Capital Component 5 36.70
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