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Ladies and Gentlemen: 

BANNER ASSOCIATES. INC. 
620 Plaza Court· P.O. Box 550 
Laramie. Wyoming 82070-0550 

(307) 745-7366 
FAX: (307) 721-2152 

Pursuant to our agreement dated May 17, 1995, Banner Associates, Inc. is pleased to present one 
hundred seventeen (117) copies of an Executive Summary of the subject report. Thirty-five (35) 
copies of the Final Report, one reproducible original, and one (1) Project Notebook are included 
with this report under separate cover. This report summarizes our study effort and presents 
conclusions and facilities development recommendations for consideration by the Commission and 
Project Sponsors. 

In July, 1995, Well No.4 was successfully acidized resulting in a flow increase from 10 gallons 
per minute (gpnl) to approxinlately 250 gpm. The Osage Water District can now move forward 
with funding applications for assistance in purchasing Well No.4 and the existing Osage Water 
Distribution System. If the Project proceeds as expected, the Osage Water District will complete 
the following activities over the next two years: (1) finalize land acquisition, easement, and 
mapping needs for the project; (2) hold a debt assumption election; (3) purchase Osage Well No.4 
from (BHP&L) for $100,000; (4) purchase the Osage Community Water Distribution System from 
(BHP&L) for $100,000; (5) construct approximately 25,000 lineal feet of new water lines; and (6) 
replace the existing 60,000 gallon water storage tank with a new 150,000 gallon tank. 
Constructing the water lines and water storage tank will require a budget of approximately 
$1,772,000. The total project budget, including purchase of Well No.4 and the Osage Distribution 
System is $1,972,000. 

Operations and maintenance costs associated with the recommended Project, are projected to be 
approximately $49,000 per year. Osage residents are expected to pay approximately $48.00 per 
month per residential unit to cover debt requirements, operational expenses, and replacement costs. 

We would like to express our thanks to the WWDC staff, particularly to Evan Green for his 
assistance throughout this study effort. In addition, we would like to express our appreciation to 
the Project Sponsors, particularly to Mary Robertson, Chairman of the Osage Water District. We 
would like to further express our appreciation to Kyle White, Dennis Roeber and Tom Fuller of 
Black Hills Power and Light Company for their assistance in carrying out this project. 
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EXECUTIVE SUMMARY 

Section One .. Introduction 

In January, 1994, the Wyoming Water Development Commission (WWDC) completed a Level II 
engineering study which indicated that the citizens of Osage might achieve more economical water 
service through formation of a water district and acquisition of the existing water system from 
Black Hills Power and Light Company (BHP&L). At that time, the "least cost" project 
development alternative featured (1) purchase of the distribution system from BHP&L, (2) 
construction of improvements to the distribution system, and (3) continued purchase of wholesale 
treated water through a master meter from BHP&L. 

Although members of the District's Board of Directors had previously expressed significant 
interest in alternatives featuring the District having its own independently owned and operated well 
supply, costs and risks associated with drilling a new Madison Formation well were shown to be 
unfavorable compared to alternatives featuring continued use of BHP&L Wells 2 and 3. During 
continuing discussions among the project participants, it was noted that acid stimulation of existing 
BHP&L Well No. 4 might offer a favorable solution relative to risk and cost of development of an 
independent well supply for the Osage Water District. As a result of those continued discussions, 
the project participants collectively decided to further investigate the possibility of stimulating Well 
No.4. In March, 1995, the Wyoming Water Development Commission authorized an extension 
of work completed under the previous Level II study to address this new possibility. This report 
presents the results of that successful well stimulation effort along with recommendations for 
future design and construction activities. 

Project Location 

Figure 1-1, on the following page, presents an overview of the project vicinity, including the 
Town of Osage. The Town of Osage is located in Northeastern Wyoming, on U.S. Highway 16, 
approximately 15 miles northwest of the Town of Newcastle. Figure 1-1 also presents locations 
of existing major water line corridors and well facilities within the project area. 

Osage Water District Boundary 

Figure 1-2, which follows Figure 1-1, presents a map showing the existing Osage Water District 
Boundary. The District Boundary was established in an election which took place on June 21, 
1994. The District Boundary shown in Figure 1-2 reflects information obtained by Banner 
Associates, Inc. from a map that was filed by the Osage Water District with the Weston County 
Clerk's office at the time a petition was presented to the County Clerk to form the District. Figure 
1-2 indicates that the Osage Water District has six parcels of property that are not contiguous with 
the District. Five other properties have a single side bordering the District. 

Section 2 .. Stimulation of Well No. 4 

The Project Scope of Services called for Banner to (1) conduct pre-stimulation water quality and 
flow testing of Well No.4, (2) develop plans and specifications for perfom1ing an "acid 
stin1ulation II of the Well, (3) contract with a qualified firm to perform the acidizing activities, (4) 
conduct post-stimulation water quality and flow testing, and (5) prepare a written repon presenting 
the results of the well stimulation activities. Banner was assisted in performing the above Scope of 
Services by Soda Butte Services, Inc.(SBS) of Upton, Wyoming. 

The pre-stimulation water quality of Well No.4 was found to be excellent. 

Following stimulation, the well was discharged to the ash pond for a period of roughly six days 
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prior to diverting the discharge to BHP&L's fresh water lake. A post-stimulation water sample 
was collected by Banner Associates, Inc. on September 28, 1995 and subsequently analyzed by 
Inter-Mountain Laboratories, Inc. Aquifer flow testing was initiated with a step-drawdown test on 
September 6, 1995 followed by a long-term constant-discharge test. 

Analysis of the flow test results showed the stimulation was successful with an enhanced 
production capacity in excess of 250 gpm. 

Results of post-stimulation water quality testing confirm that the water quality from Well No.4 
continues to exhibit very high quality characteristics similar to pre-stimulation conditions. 

Section 3 - Proposed System Improvements 

The purpose of this section is to present (1) a brief review of the existing distribution system and 
its deficiencies as described in the Level II Study completed in 1994, (2) a discussion of 
recommended improvements, and (3) a discussion of existing and potential right-of-way issues. 

Existing Osage Distribution System 

Figure 3-1, on the following page presents a map of the existing water distribution system, 
showing four of the most important problem issues identified during the previously completed 
Level II Study. These issues included (1) dead-end main lines, (2) small-diameter service mains 
with multiple tap connections, (3) low elevated storage tank height, and (4) single 4-inch supply 
main with no access during wet weather. 

Recommended System Improvements 

Figure 3-2 shows proposed locations for improvements within the Osage Water District Boundary. 
The objective of these improvements is to address the most serious problem areas described above 
within this section. Proposed improvements include (1) constructing a new elevated tank to 
increase system working pressures, and (2) constructing new water lines to increase system 
reliability and maintainability. The proposed improvements will feature relocation of 
approximately 100 small-diameter service lines which now serve multiple taps and which cross 
private property lines. 

Figure 3-3 presents the intended routing for the proposed 8-inch transmission line running between 
Well No.4 and the southeast corner of the District Boundary (known as Wheeler's Corner). The 
routing for the 8-inch transmission line has been changed from the routing shown in the original 
Level II Study. The main reasons for this routing change are to (1) avoid pipeline construction 
within a fly ash disposal area which lies immediately south and west of Osage Lake, and (2) to 
minimize other potential utility conflicts. These proposed improvements are intended to provide 
reliability and maintainability of the water supply, transmission, and distribution system. 

Ownership, Easement and Right-of-Way Issues 

Figure 3-4 presents a map showing existing right-of-way and easement problem areas. These 
areas feature (1) abandoned streets and alleys where water lines exist, (2) areas where water lines 
cross private property where no apparent easement exists, and (3) areas where the exact location of 
water lines is not certain. These existing right-of-way and easement problem areas need to be 
clarified prior to initiation of final design and construction of the project. In addition, there are 
currently several future water lines proposed for construction in streets that have been abandoned. 
These abandoned streets will need to be converted to easements or alternate routing for future water 
lines will need to be considered. 
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Regarding an easement to install a water line within Highway 16 right-of-way, Banner has 
contacted the Wyoming Department of Transportation (WYDOT) in Sheridan, Wyoming. 
WYDOT has indicated that the District will need a "utility pennit" to install a water line within 
WYDOT right-of-way. 

The existing system Purchase Agreement between BHP&L and the District defines the water 
distribution system to be transferred as consisting of all casings, pumps, valves, pipelines, tanks, 
reservoirs, hydrants, conduits, meters, equipments, and systems as set forth more particularly in 
"Exhibit A" of that agreement. Lines included in Exhibit A are only the larger 4-inch and 6-inch 
lines within the system. BHP&L agrees to warrant and defend property sold to the District (as 
defined in Exhibit A) except for claims made by members of the Northside Water Association, 
Mallum's Trailer Court, and Burlington Northern Railroad. 

The smaller lines are not listed in Exhibit A. These smaller lines appear to be viewed by BHP&L as 
"service lines". The parties agree further that service lines, which are defined as that portion of the 
water system "downstream from the curb stop" are not considered part of the Water Distribution 
System and ownership and responsibility for those service lines remains with private property 
owners. The purchase agreement indicates that (1) the small-diameter service lines are nru a part of 
the purchase transaction, and (2) ownership of the "service lines" remains with private property 
owners. However, Exhibit A excludes a number of lines smaller than 4-inch that do not appear to 
be service lines. 

This situation gives cause for concern because (1) leaks can occur in the smaller lines that could go 
unbilled and undetected, (2) there are apparently no easement descriptions for these smaller lines, 
(3) there could be a lack of clear responsibility for continued maintenance of these smaller lines, 
and (4) the District could be drawn into future disputes between private landowners who have 
multiple taps off of these smaller "service lines". 

Section 4 - Financial Feasibility 

The project's financial viability rests upon (1) securing needed grant and loan funds from the 
Wyoming Water Development Commission (WWDC), (2) securing needed loan funds from Black 
Hills Power and Light Company (BHP&L), (3) securing needed grant funds from Rural Economic 
and Community Development CRECD), (4) securing needed grant funds from the Wyoming Farm 
Loan Board CWFLB), (5) securing needed easement and rights-of-way, (6) the District's obtaining 
an acceptable construction bid from a qualified construction contractor, and (7) the District's being 
able to operate the system within a targeted budget requiring approximately $48 per month per 
equivalent residential customer. 

Several tables are presented within this section presenting financial infonnation relative to this 
proposed project. Table 4-1 presents the most recently updated capital cost budget for the project. 
Table 4-1 reflects a five percent allowance for inflation from March 1996 to June of 1997. The 
overall capital budget is $1,972,000. Table 4-2 presents a summary of items eligible for WWDC 
funding participation. Table 4-3 presents anticipated capital funding contributions from the 
project's participating funding agencies. Finally, an estimate of the first year's operation and 
maintenance costs is presented in Table 4-4. 

This funding package will not require a bond election, as both WWDC and BHP&L are willing to 
accept a mortgage on the system using revenues as loan guarantees. However, the District will still 
be required to hold a debt assumption election as required by WWDC. This election must be held 
according to the Wyoming election laws. The ballot must describe the project and financing plan, 
and must be approved by WWDC prior to the election. The District must assume responsibility for 
setting and holding the election. The District's attorney is providing assistance to the District in 
setting up the election. 
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TABLE 4-1 
OSAGE WATER SUPPLY PROJECf 

CAPITAL COST PROJECfION 
March 1996 

!.lnit Unit Cost No Units ~ 

MOBILlZA TION AND DEMOBILlZATION Is 
RECORD DRAWINGS Is 
WATER SUPPL Y {fRANSMISSION 
METER FOR WELL NO.4 Is 
WELL HOUSE llv1PROVEMENTS Is 
CHEMICAL FEED (CORROSION) Is 
POWER SUPPL Y Is 
CHLORINATION FACILITIES Is 
NEW 150,000 GALLON STORAGE TANK Is 
HIGHW A Y CROSSINGS ft 
RAILROAD CROSSINGS ft 
TELEMETRY Is 
TRANSMISSION LINES 

Well No.4 to Wheeler's Comer ft 
Castle Ave ft 

Highway 16 Castle to Barton Ave. ft 
Unnamed St. Hwy 16 to Sackett ft 

Park Ave fro Unnamed St. to McGrew ft 
Barton St.; Hwy 16 to Sackett ft 

Sackett Ave, McGrew to Sheridan ft 
Park Ave; Pershing to Whalen ft 
Whalen; Park to Highway 16 ft 

Highway 16; Whalen to Barton St ft 
Pershing S t. ft 

Subtotal 
WATER DISTRIBUTION SYSTEM 

Wilson Ave; Hwy 16 to Barton ft 
Mondell Ave; Noble to Barton ft 

Sommer St; Mondell to Park ft 
Noble St; Mondell to Park ft 

Mondell; South of McGrew ft 
Wilson; South of McGrew ft 

Broadway Ave, Pershing to Cedar ft 
Cedar Ave, Broadway to Cheyenne ft 

Cheyenne, Cedar to H wy 16 ft 
H wy 16, Cheyenne to Mondelle ft 

Subtotal 

Service Line Replacements ea 
Subtotal 

BENDS ea 
TEES ea 
ELLS ea 
CROSS ea 
THRUST BLOCKS ea 
GATE VALVES 
HYDRANTS 

TOTAL CONSTRUCfION COST 
CONTINGENCY (15%) 
SUBTOTAL 
CONSTRUCfION ENGINEERING (10%) 

ea 
ea 

Subtotal 

$5,000 
$10,000 
$10,000 
$10,000 
$37,000 

$260,000 
$110 
$250 

$35,000 

$20 
$20 
$20 
$20 
$20 
$20 
$20 
$20 
$20 
$20 
$20 

$14 
$14 
$14 
$14 
S14 
$14 
$14 
$14 
$14 
$14 

$800 

S300 
S370 
S300 
S500 
S100 

S 1,100 
S2,500 

PREPARATION OF FINAL DESIGNS AND SPECIFICATIONS 
PERMITTING AND MITIGATION 
LEGAL FEES * 
ACQUISITION OF ACCESS AND RIGHTS-OF-WA y* 
PROJECf CAPITAL COST TOTAL ** 

$52,500 
$2,625 

$5,000 
$10,000 
$10,000 
$10,000 
$37,000 

1 $260,000 
300 $33,000 
400 $100,000 

1 $35,000 

7,500 $150,000 
650 $13,000 

2,800 $56,000 
1,200 $24,000 

600 $12,000 
1,200 $24,000 

400 $8,000 
400 $8,000 
400 $8,000 

1,200 $24,000 
~ $33.000 

18,000 $915,125 

1200 $16,800 
400 $5,600 
600 $8,400 
600 $8,400 
800 $11,200 
500 $7,000 
600 $8,400 

1600 $22,400 
200 $2,800 

MOO $12,6QQ 
7900 $110,600 

104 

7 
10 
7 
5 

20 
25 
13 

ll.2QQ 
$83,200 

$2,100 
$3,700 
$2,100 
$2,500 
$2,000 

S27,500 
S32,5QQ 
$72,400 

$1,181,297 
S177,195 

$1,358,492 
S135,849 
$135,849 

$25,000 
S15,OOO 
$25,QQQ 

$1,695,190 

June 1997 
~ 

$55,125 
$2,756 

$5,250 
$10,500 
$10,500 
$10,500 
$38,850 

$273,000 
$34,650 

$105,000 
$36,750 

$157,500 
$13,650 
$58,800 
$25,200 
$12,600 
$25,200 

$8,400 
$8,400 
$8,400 

$25,200 
$34,650 

$960,881 

$17,640 
$5,880 
$8,820 
$8,820 

$11,760 
$7,350 
$8,820 

$23,520 
$2,940 

$2Q.58Q 
$116,130 

$87,36Q 
$87,360 

$2,205 
$3,885 
$2,205 
$2,625 
S2,100 

$28,875 
$34,125 
$76,020 

$1,240,391 
$186,059 

$1,426,450 
S 142,645 
$142,645 

$21,200 
$14,060 
$25,QQQ 

$1,772,000 

* The adequacy of budget for legal fees and right-of-way acquisition remains uncertain pending additional 
discussion and research. A portion of the project's 15 percent contingency budget may need to be used to 
increase Legal Fees and Acquisition of Access and Rights-of-Way budget items. 

** Cost shown do not incl!!de S?OO 000 for pmchase of the distribwioo system and Well No 4 

Remarks 

Old Hwy 16 

8" NewLine 
8" NewLine 
8" Newline 
8" Newline 
8" NewLine 
8" Newline 
8" Newline 
8" Newline 
8" Newline 
8" New Line 
8" Newline 

6" Newline 
6" New Line 
6" Newline 
6" Newline 
6" New Line 
6" New Line 
6" Newline 
6" New Line 
6" Newline 
6" New Line 



TABLE 4-2 

WWDC FUNDING ELIGIBILITY CALCULATIONS 

WATER 
TOTAL SUPPLY AND 

CONSTRUCTION * TRANSMISSION** DISTRIBUTION 

WATER SUPPLY AND TRANSMISSION $960,881 
DISTRIBUTION $203,490 
APPURTENANCES $76,020 

Subtotal $1,240,391 
Percent 100 
Multiplier 1 

CONTINGENCY $186,059 
ENGINEERING $142,645 
FINAL DESIGN/SPECS $142,645 
PERMITTING/MITIGATION $21,200 
LEGAL FEES $14,060 
RIGHT OF WAY $25,000 

TOTALS $1,772,000 

* Cost Shown does not include $200,000 for purchase of 
Well No.4 and distribution system. 

$960,881 
$0 

$56,700 
$1,017,581 

82 
0.82 

$152,637 
$117,022 
$117,022 

$17,392 
$11,534 
$20,509 

$1,453,697 

** WWDC funding participation applies to water supply and transmission facilities only. 

$0 
$203,490 
$12~32Q 

$222,810 
18 

0.18 
$33,422 
$25,623 
$25,623 

$3,808 
$2,526 
$4,491 

$318,303 



TABLE 4-3 

OSAGE WATER SUPPLY PROJECT 
ANTICIPATED AGENCY FUNDING CALCULATIONS 

PURCHASE DISTRIBUTION SYSTEM 
PURCHASE WELL NO.4 
TOTALS 

FUNDING 
AGENCY 

WWDC 
RECD 
WFLB 

BHP&L 
BHP&L 

DEBT SERVICE ON $400,000 WWDC AND BHP&L LOANS 
4 Percent /20 Years, CRF = .07358 $29.432 
TOTAL DEBT SERVICE $29,432 

ANNUAL O&M COST 

TOTAL ANNUAL COST 

ASSUMED NUMBER OF TAPS 
ASSUMED NUMBER OF TAP EQUIVALENTS 
TOTAL MONTHLY COSTrrAPEQUIVALENT 

$49,660 

$79,092 

118 
139 
$48 

GRANT 

$1,005,000 
$431,000 
$136,000 

$0 

~ 
$1,572,000 

LOAN REMARKS 

$200,000 Loan 4% for 20 years 
$0 
$0 

$100,000 Loan 4% for 20 years 
S100.000 Loan 4% for 20 years 
$400,000 



TABLE 4-4 

OSAGE WATER SUPPLY PROJECf 
OPERA TIONS AND MAINTENANCE EXPENSES ESTIMATE 

CATEGORY 

SOURCE OF SUPPLY 
Annual Salary Cost 
Employee Benefits 
Raw Water 
Water Purchase From BHP&L 
Electricity 
Telemetry (Radio) 
Professional Services 
Maint. and Repair 
TOTAL SOURCE OF SUPPLY 

TRANSMISSION /DISTRIBUTION 
Annual Salary Cost 
Total Benefits 
Education 
Electricity 
Diesel/Lubricant 
Lab Supplies 
Chemicals 
Outside Lab 
Vehicle Expenses 
Propane 
Equipment Purch/Rent 
Tools 
Tank Maintenance and Replacement 

COST 

$2,500 
$750 

$0 
$0 

$200 
$50 

$900 
$4,220 
$8,620 

REMARKS 

Assumes 0.1 man-year at salary of $25,000 

$7,500 Assumes 0.3 man-years at salary of $25,000 
$2,250 

$300 
$0 
SO 

$700 
$100 

$2,500 
$1,500 

SO 
$500 
$300 

ll2QQ Sinking fund for replacement 

TOT AL TRANSMISSION DISTRIBUTION $22,850 

ADMIN&GENERAL 
Annual Salary Cost 
Total Benefits 
Computer Services 
Professional Services 
Accounting 
Adver /Legal Notices 
Audit 
Directors Compo 
Directors Expenses 
Dues Memb. Subs. 
Educationffravel 
InsurancelBonds 
Legal Services 
Office Expenses 
Postage 
Telephone 
Vehicle Expenses 
TOTAL ADMIN. /GENERAL 

TOTAL O&M EXPENSES 

$3,800 Assumes 0.2 man-years at salary of $19,000 
$1,140 

$500 
$1,000 

$500 
$500 
$500 

$0 
$500 

S50 
S300 

Sl,200 
$2,500 
$2,400 

$600 
$1,200 

~ 
$18,190 

$49,660 



Securing Needed Grant and Loan Funds from the Wyoming Water Development Commission 
CWWDC) 

The proposed funding package from WWDC will feature a $1,005,000 grant, and a $200,000 
loan. The loan terms will feature 4% interest over 20 years. The annual payment to cover debt 
service on the loan will be $14,716. 

Securing Needed Loan Funds from Black Hills Power and Light Company CBHP&L) 

The proposed funding package from BHP&L will feature a $200,000 loan. The loan terms will 
feature 4% interest over 20 years. The annual payment to cover debt service on the loan will be 
$14,716. 

Securing ~eeded Grant Funds from Rural Economic and Community Development CRECD) 

The proposed funding package from RECD will feature only a $431,000 grant. 

Securing Needed Grant Funds from the Wyoming Farm Loan Board CWFLB) 

The capital budget anticipates that the Wyoming Farm Loan Board will provide a grant of 
$136,000. A grant application will be submitted to the Farm Loan Board in October, 1996. The 
Farm Loan Board will act on the request at its January, 1997 meeting. 

Securing Needed Easements and Rights-of-Way 

The project's financial feasibility is based upon securing required easements and rights-of-way at 
reasonable costs and in a timely fashion. 

Obtaining an Acceptable Construction Bid from a Oualified Contractor 

Assuming that (1) the debt assumption election is successful, (2) required permits and easements 
are obtained, and (3) grant and loan requests are approved by the funding agencies involved, the 
District plans to proceed with design of the project. Upon completion of design, and acquisition of 
permits and necessary rights-of-way, the District will seek construction bids from a qualified 
contractor. If bids can be obtained within the budget allowed, including contingencies, the District 
will have reached another important milestone in the overall project history. 

Achieving Reasonable Operating Costs 

After construction is complete, the Board will begin operating the system. The Board has 
budgeted for annual operating costs, exclusive of debt service, of $49,660. The annual operating 
budget, including debt service and operations is therefore projected to be $79,092. Assuming 139 
equivalent residential connections, the monthly service charge per resident calculates to be $48.00. 

Section 5 - Methodology and Assumptions 

The purpose of this section is to summarize the methodology and assumptions made by the study 
team in completing this report. This section summarizes four important areas of evaluation. These 
categories include, (1) per capita water demand, (2) determination of Equivalent Residential Units, 
(3) preliminary water rate structure, and (4) pumping requirements. 

Per Capita Water Demand 

Per capita water demand is presented in this report as (1) "system-wide" per capita demand (115 
gpcd), and (2) residential per capita demand (61 gpcd). System-wide per capita demand has been 
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used primarily for sizing pumping and storage facilities. Residential per capita demand has been 
used in developing a preliminary water rate structure. 

Determination of Equivalent Residential Units 

An evaluation of records for current connections by tap size indicates there are 118 taps according 
to the following breakdown by tap size: 

Tap Size (/nches) 

3/4 
1 

1-1/2 
2 
3 
4 

Total 

Number Qf TaDs 

114 
o 
2 
1 
o 
1 

118 

Assuming that a (1) single-family residence requires a 3/4-inch tap and (2) taps larger than 3/4-inch 
can provide service to multiple residences, then the 118 taps shown above can provide service to 
more than 118 "equivalent residences". In determining the number of equivalent residential 
connections that can be served by the total system, it is necessary to total the sum of residential 
connections that could be served by each existing tap. The proposed rate structure for the system 
is based upon recovering the estimated cost for providing service to each "equivalent residential" 
customer as opposed to each "tap". This study has assumed that it is possible to adequately serve 
139 "equivalent residences" or ERU's with the tap distribution shown above. 

Preliminary Water Rate Structure 

Water rates must be established to generate sufficient revenues to meet combined expenses related 
to (1) operating costs, (2) debt service requirements, and (3) reserve to partially offset system 
depreciation. The total annual revenue needs have been estimated to be $79,002 as shown in Table 
4-3 on page 4-5 of this report. In generating needed revenues, the District would identify two 
"fixed-cost" revenue categories and one "variable-cost" category. The first category would be 
entitled annual customer service revenue. The second revenue category would be known as 
"annual commodity revenue", The third revenue category would be known as the "annual demand 
revenue". The District would obtain the following amounts of annual revenues from each customer 
category: 

Service Category 

Customer Service Revenues 
Commodity Service Revenues 
Demand Revenues 

Total 

Required Annual Revenues 

$24,830 
$24.830 
$29.432 
$79,092 

Since there are 139 ERU's in the system, each ERU would need to generate a proportionate 
amount of revenue as follows: 

Service Category 

Customer Service Revenues 
Commodity Service Revenues 
Demand Revenues 

Total 

15 

Required Annual Revenue 
Per ERU 

$179 
$179 
$212 
$391 



Each tap size has been assigned an estimated number of equivalent residential units to estimate 
monthly and annual water usage by tap size. The resulting monthly water bill for each customer 
features the combined total of (1) a minimum for each metered connection, based upon meter size, 
plus (2) a monthly charge of $2.50 per thousand gallons used through the individual customer's 
meter. A typical residential user with a 3/4-inch tap would pay a monthly minimum of $30.00 plus 
an average of $18.00 for water used through the meter. The total monthly residential water bill 
would average $48.00. 

Table 5-1 on the following page presents calculations of projected average monthly charges for 
various meter sizes. 

Pumping ReQuirements 

The existing agreement with BHP&L prohibits the instantaneous draw of more than 150 gpm. The 
flow test data obtained after the stimulation indicated a static pressure of 140 psi. As flow was 
increased to 150 gpm, pressure in the well casing dropped to 60 psi. This flow/pressure condition 
was found sufficient to fill the proposed 130 foot high elevated tank to be constructed at the 
existing tank site. Head loss in the proposed 8-inch pipe was calculated to be negligible. This 
information indicates that the next phase of the project could be completed without use of a pump 
in the well casing. Provisions should be made to enable installation of a submersible pump in the 
future if one is needed. 

Section 6 - Conclusions and Recommendations 

Conclusions 

Completion of the acid-fracture stimulation of Well No.4 has provided the community of Osage 
with a proven water supply source. Post-stimulation testing has shown Well No.4 to have a 
production capability in excess of 250 gpm with a shut-in pressure of roughly 140 psi. Based on 
aquifer testing following the stimulation, Well No.4 is capable of continuous production at rates 
up to 150 gpm for more than 20 years while maintaining some residual pressure at the well head. 
The previous Level II Study, completed in January, 1994 estimated that a continuous maximum
day flow of 84 gallons per minute would be needed to meet demands for a 20-year period. 

Based on the radius-of-influence analysis completed by Soda Butte Services, continuous 
production from Well No.4 at a rate of 150 gpm may have some influence on the potentiometric 
levels of the other three BHP&L wells. Verification of this influence cannot be made without 
additional testing and monitoring of the other wells. Recognizing the fact that Well No.4 will not 
be operated on a continuous basis, intermittent use of the well, as would be the case in serving the 
Osage Water District, would significantly reduce, if not eliminate this potential influence. 
Likewise, since water service is currently originating from the well field, shifting of this 
production from Well No.2 to No.4 should result in a zero net change in the production 
requirements from the field and may in fact improve the overall capability of the well field. 

Considerable work remains to finalize land ownership and easement issues. As to the roads, there 
remains a mix of three probable right-of-way conditions: 

1. The right-of-way exists and the physical road exists. 
2. The right-of-way exists but the physical road does not. 
3. The right-of-way has been abandoned. 
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TABLE 5-1 

CALCULATION OF MONTHLY SERVICE CHARGES BYTAP SIZE 

. <: 

··· 1:< · 
.. : . 

I·:: 
: : •. 1 • . 

. . : 
•.. 1:: .••. 

3/4 S15 $15 $18 $18 6 $2.50 $15 $48 

2 S15 $30 S18 $36 12 $2.50 $30 $96 

1 1/2 3 S15 $45 $18 $54 18 $2.50 $45 $144 

2 5 $15 $75 $18 $90 30 $2.50 $75 $240 

3 9 $15 $135 $18 $162 54 $2.50 $135 $432 

4 14 $15 $210 $18 $252 84 $2.50 $210 $672 



As to right-of-way for the water mains, probable right-of-way conditions include: 

1. The main is in the road right-of-way with documented permission to be there. 
2. The main is in the road right-of-way with no documented permission. 
3. The main is in an abandoned road right-of-way. 
4. The main crosses private lands on documented easements. 
5. The main crosses private lands with no easement. 

Recommendations 

The following recommendations are made as a result of this Level II Extension Study: 

1 . An additional sample/test for iron bacteria should be done to further confrrm that iron 
bacteria will not likely be a problem for the District in the future. 

2. The new transmission line from Well No.4 to Wheeler's comer should be routed north of 
Osage Lake to avoid the fly-ash disposal area. 

3. The Osage Water District, with appropriate assistance from Black Hills Power and Light 
Company, should continue efforts to obtain needed easements and rights-of-way for the 
proposed project. The Water District should maintain contact with WYDOT in this regard. 
The Board should establish communications with the Burlington-Northern railroad relative 
to the need for a future permit to construct two water line crossings under the railroad. 

4. BHP&L should be encouraged to physically mark the location of existing mains on the 
ground and to provide recorded documentation of the right-of-way for the mains that the 
District will be expected to own and maintain. 

BHP&L should be further encouraged to update their detailed distribution system maps to 
clearly show (1) where small mains are routed, and (2) where maintenance responsibilities 
begin and end. Small mains apparently run in public and private lands. The existing maps 
have not been updated for some time. The District needs to be absolutely clear on what is a 
main and what is a service line. The District needs to be prepared to handle potential 
disputes where service lines are confused as mains. 

5. Prior to final design and construction of new mains, a re-survey of the right-of-way of the 
streets and easements involved should be conducted. The new survey should show 
locations for all utilities, including water, sewer, gas, telephone, power, and fiber optic 
cables. Involvement by a local surveyor is encouraged as he/she would likely have 
knowledge of the history of the surveys in Osage including any work already performed. 

6. The smaller feeder lines running across private property should eventually be abandoned and 
replaced with service lines from mains running in public rights-of-way. 

7. Because of the population involved, and the costs associated with upgrading and operating 
the system, the Osage Water District should continue seeking appropriate funding 
assistance from Local, State, and Federal agencies. These funding sources include (1) the 
Wyoming Water Development Commission, (2) Rural Economic and Community 
Development (RECD), (3) the Wyoming Farm Loan Board (WFLB), and (4) Black Hills 
Power and Light Company. 
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8. Currently, Well No.4 is not permitted to provide for a municipal water supply. In 1992, 
Well No.4 was adjudicated to provide water for industrial and miscellaneous uses only 
(Permit V.W. 50143). When the Osage Water District elects to purchase the well from 
BHP&L, several alternatives to modify the water right appear to be available to the District: 

a. File a petition for change in use with the Board of Control. 
b. Request BHP&L file an abandonment of the adjudicated right in conjunction 

with filing new forms V.W. 5 and V.W. 6. 
c. File a current day priority enlargement to the existing right. 

The third alternative, file a current-day priority enlargement to the existing right, is 
recommended as being the least-cost alternative. Pursuant to this recommendation, the 
following water right filings should be pursued with the Wyoming State Engineer's Office 
(SEO): 

a. File a Statement of Completion and Description of the well. Accordingly, a 
letter and enclosures were submitted to the Groundwater Division of the 
SEO on December 18, 1995 as a current-day statement of completion and 
description of the well. A copy of this letter is provided in Appendix IV of 
the Final Report. A copy of this Level II Extension report is being 
submitted by Banner Associates, Inc. on behalf of the District to the 
Groundwater Division of the SEO. 

b. When the project financing is in place, file a request for an enlargement 
including an addition of municipal use. Concurrently, file an assignment of 
the permit from BHP&L to the Osage Water District. The contract for 
purchase between BHP&L and the Osage Water District restricts future 
groundwater withdrawals from Well No.4 to a maximum of 150 gallons per 
minute. The water right for Osage Well No.4 should be consistent with the 
contract between the District and BHP&L. 

c. Once project construction is completed and Well No.4 is serving municipal 
supply needs of the Community, file a Statement of Completion along with 
Proof of Appropriation & Beneficial use (form V.W. 8). 
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APPENDIX 

RESPONSES TO QUESTIONS TO THE OSAGE WATER DISTRICT 
BOARD OF DIRECTORS FROM OSAGE WATER USERS 

A public meeting was held in Osage on October 26, 1995 for the purposes of (1) presenting results 
of the stimulation procedure conducted on Well No.4, and (2) to obtain public input relative to 
proceeding with the next phase of the Osage Water Supply Project which would feature an election 
followed by design and construction. The remainder of this section presents a listing of the major 
questions asked by attendees at the October 26, 1995 meeting along with a response to each 
question. 

How will the District pay the bill if people move? 

The District's financial feasibility study is based upon projected revenues from existin~ customers. 
If people move and the net number of equivalent taps decreases, the remaining customers will need 
to make up the difference. The District needs to carefully assess the risks associated with potential 
changes (increases and decreases) in the number of on-line customer service taps. 

What mains will be replaced? 

Pipe corridors for proposed new transmission and distribution mains are shown on Figure 3-2. 
These new mains will replace any older mains which now exist within those corridors. A listing of 
new transmission and distribution mains to be installed is provided within Table 4-1. New 
transmission mains are typically 8-inches in diameter. New water distribution mains are typically 
6-inches in diameter. 

What is a Bond Election? 

A bond is a promissory note typically entered into after an election. The bond issue creates public 
debt. The promissory note pledges the full faith and credit of the Osage Water District. 

How many fire hydrants are being replaced? Will there be more added to the 
Town? Will that lower our insurance rates? 

No existing fire hydrants are scheduled for replacement. The proposed project does have a budget 
to add up to 13 new hydrants. These hydrants will be added as needed for water quality purposes 
(flushing) only. The new hydrants are not being added to provide increased fire protection 
benefits in the Community. The final locations for proposed new hydrants have not been 
determined. Final locations and the number of new hydrants will be determined during final 
design. Insurance rates are not expected to be lowered as a result of this project. 

Will tap lines be replaced? If the main is replaced in front of my home who will 
pay to replace the tap to my home? 

The project as proposed has a line-item or $87,360 in the budget for replacement of approximately 
104 individual service lines (from the new main to the existing meter) at an average cost of $800 
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per line. These lines have not been specifically identified. These service line replacements will be 
specifically identified during final design. The objective is to eliminate service lines which are not 
connected to mains located in dedicated streets and alleys. The project budget features installation 
of new taps from the main through the re-Iocated meter pit. Meter pits will typically be located near 
the private property line while remaining in the public right-of-way. Replacement of that portion of 
the new service line extending from the meter pit into the private residence or business will be the 
responsibility of each individual property owner. It is important for existing customers to realize 
that costs for replacement or relocation of service lines from the meter pit into each property to the 
point of use are not budgeted as part of this project. There is an RECD program available to 
individual property owners who may wish to apply for funding assistance relative to replacement 
of the service line from the meter to the house. Property owners must apply for these RECD funds 
on an individual basis. 

How much will the District have to repay? 

The proposed loan to the District is $400,000. Repayment is based on a 20 year note at 4.0 
percent interest. The annual debt service payment would be $29,432.00. 

How is the amount the District must repay figured? 

The amount to be repaid is based upon median income figures proposed by RECD. A median 
household income amount of $20,960 was determined by RECD to be applicable to this project. 
RECD has used census information obtained from the State of Wyoming as the basis of this 
determination. In order to qualify for RECD funding, each "equivalent tap" in Osage must agree to 
carry a minimum annual debt payment of one percent of the median household income. The term 
"equivalent taps" is used to reflect the fact that taps larger than 3/4 - inch are (operationally and 
financially) equivalent to more than one 3/4 - inch tap. 

Is there any way to lower the amount the District must repay? 

RECD procedures would allow for the District to conduct an actual household survey to determine 
actual median household incomes. If this household survey information were to be found 
satisfactory to RECD, the required loan obligation could be reduced. Because of the time and 
expense involved with conducting a public survey, and given the uncertainty of the potential 
reduction in loan requirements, the Board has decided not to pursue the possibility of obtaining a 
lower loan amount through performance of a public survey. 

What is the water flow of the well? Is it sufficient for the needs of the District? 

The available water flow from Well Number 4 is approximately 150 gpm at a pressure of 60 psi. 
This amount of flow and pressure appears sufficient to meet the needs of the Water District without 
installing a pump in the new well. Current estimated maximum-day demand of the District is 84 
gpm. 

What will Black Hills Power and Light do if the bond election fails? 

According to Dennis Roeber of Black Hills Power and Light Company, BHP&L has two options: 
The first is to file for abandonment of the Water System, which is not likely to happen. The second 
is to apply for an immediate rate increase to recover the full rate of return on its investment. The 
investment would be to finance a "band-aid" approach as opposed to a system upgrade. 
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Can Black Hills get another rate increase? If so, how much would that be? 

According to BHP&L, the rate increase would depend on how much is invested in the system. 
For example, if BHP&L invested $1,000,000 in the system (about one half of the investment 
recommended by the Banner Study), the monthly water rates would triple (to $150-$200) those 
projected by the Banner Study if the District acquired the system. District water rates are projected 
to be approximately $48 per month per equivalent residential connection. 

Can the number of taps be adjusted due to 88 Oil and Butte as well as Danny Bau 
not being in the District? 

The District wishes to continue service to these customers. The District is considering, (1) 
changing the District Boundary to include these properties, or (2) writing individual water service 
contracts with these specific entities. 

The tap onto the trailer court is so large due to the fact that there is a fire hydrant 
there. Can that be counted differently since it is for fire needs? 

Banner Associates, Inc. has recommended that fire flow requirements not typically be part of the 
basis for sizing service taps. In this instance it might be practical for the board to re-assess the tap 
size needed for the trailer court. It appears to be more practical to individually meter each trailer 
space. 

Consider 88, Butte and Bau as customers of District does that make a difference? 

Our records indicate that 88 Oil and Butte Pipeline Company are significant water users. It makes 
financial sense for the District to retain as many water customers as possible. 

The District would like a breakdown of all monies granted to us so far and how 
those funds were spent. Example the money from WWDC for the fracking of the 
well. How much of it was spent on \vhat? Is there any of those funds left? Also 
is there an expense account showing the time and money Banner has invested and 
how it is expected that they will be paid off if this measure fails? 

All monies granted to date ($188,381.00) have been from the Wyoming Water Development 
Commission (WWDC). These grants have funded (1) a Level II Study which was completed in 
January, 1995, and (2) a Level II Extension Study which is nearing completion. A summary 
showing the original budget, and amended budget. 

Level II Study 
Level II Extension Study 

Original Budget 
$53,906.00 

$134,475.00 

Amended Budget 
$42,784.15 

$112,295.03 

Percent Complete 
100 
99 

The engineering budget for future design and construction services has not been finalized. Banner 
has been paid or will be paid for all services related to the Level II studies by WWDC. 
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Is funding for the bond election planned into the funding package? 

A debt assumption election is now required in lieu of a bond election. The debt assumption 
election must follow state law and the ballot must be approved by WWDC in advance of the 
election. The project budget includes $15,000 for legal fees. The District is seeking further 
clarification from WWDC and RECD as to whether costs associated with preparation for the debt 
assumption election are eligible for funding assistance. 

Why is BHP&L being paid $200,000 for the water system? 

The well and distribution system are company business assets which BHP&L is selling at below 
book value for a purchase price of $200,000. The $400,000 loan amount is the total loan amount 
for obtaining approximately $2,000,000 in repairs and improvements, including acquisition of the 
water system as well. The amount of the required loan is determined by median income of the 
residents and current interest rates and would be the same if the system purchase price was $2 or 
$200,000. 

How will BHP&L be involved after acquisition of the system? 

There will be no day-to-day BHP&L involvement with the Osage water system after the purchase. 
It is very important to realize, however, that each system will provide back up supplies to the other 
in case of emergency. 

What happens when the Power Plant closes? 

If the District owns and operates the system, the plant closing will have no effect. Provisions will 
need to be made to continue the back-up capability of BHP&L wells 2 and 3. If BHP&L owns the 
system, the company would have the option to file for abandonment of the system. If 
abandonment is denied by the PSC, BHP&L would have to hire someone to operate the system 
which would result in another significant rate increase. 

People should know $50 is a conservative monthly figure? 

The Draft Level II Extension Study suggests an annual operating budget of $49,660. This budget 
includes $7,200 to establish a fund for future replacement of system components. This leaves 
$42,460 for annual cash operating expenses. With prudent financial management the District may 
be able to operate the system at a cost less than $49,660. The District Board of Directors continues 
to explore additional means by which operational cost savings might be realized. One possible 
means of lowering annual operating costs might be to contract out with a certified system operator 
meeting DEQ requirements. 

Are adequate fire hydrants being installed? 

All existing fire hydrants will be retained. A minimal number of new hydrants (up to 13) are 
proposed for providing adequate means for flushing lines within the distribution system. 
Providing new hydrants for increased fire protection purposes is not a high priority with the 
funding agencies involved in this project. Final locations for new hydrants will be determined 
during final design. 
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Is cost of replacement of pipes in line? 

Costs shown for replacement of pipes within the system are based upon (1) information received 
by Banner Associates, Inc. from pipe suppliers and contractors, and (2) evaluation of recent bid 
tabulations for projects of similar size and scope within the State of Wyoming. 

Cost of operating system if it is purchased? 

A suggested initial annual operating budget of $49,660 is presented in Table 4-4. An additional 
$29,432 is required annually over a 20-year period to cover debt repayment. Total required annual 
revenues total $79,092. 

Who is responsible for what lines? 

The District is expected to be responsible for maintenance of (1) the transmission line from Well 
Number 4 to Wheeler's Corner, and (2) all distribution system mains located within legally 
established easements and rights-of-way. The District is expected to maintain that portion of 
individual service lines running from the main to the meter near the customer's property line. The 
District is not expected to maintain service lines located downstream from the meter on private 
property. BHP&L will retain ownership and responsibility for the 8-inch transmission line 
between Wheeler's Comer and the Power Plant and for the 4-inch pipeline between Well Number 
3 and Wheeler's Corner. Butte Pipeline Company and 88 Oil Company will be responsible for (1) 
re-routing and re-connecting to the District's system at a point acceptable to the District, and (2) 
maintenance of their individual small-diameter service lines from the District's established meter 
location to each company's point of use. 

What happens to rates if a lot of water users leave Town? 

Rates would need to be increased for remaining users to cover annual operating expenses. The 
financial plan for this project features raising of required annual operating revenues primarily from 
service charges and one-time plant investment fees for new connectors. The Board of Directors 
has indicated that assessment of taxes is not an option the board will exercise without a vote of the 
people. 

Will the work be let for bids locally? 

The construction contract will be publicly advertised and competitively bid. Local contractors will 
have an opportunity to bid the Project as prime contractors or to participate in the Project as 
subcontractors. The construction contract will be awarded to the lowest responsive and 
responsible bidder in accordance with local, state, and federal laws. 

How often are Board members elected and how much authority do they have and 
how are they elected. Can they do the same as BHP&L with rates? 

In accordance with Wyoming Statute 41-10-112, Election and 41-10-113, Power of Board, board 
members serve 6-year terms, elected in even years. The Board can set rates with a majority vote. 
Yes. 
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Has money been provided in the future to pay for attorney fees if needed and also 
insurance? 

The annual operating budget presented in Table 4-4 of the Draft Report suggests $3,700 to cover 
legal and insurance-related items. These amounts mayor may not be adequate. The District's 
Board of Directors needs to consult with its attorney and insurance carrier to make sure these 
budget amounts are adequate. 

How much is the engineering firm being paid on this project? 

Level II Study 
Level II Extension Study 

Original Budget 
$53,906.00 

$134,475.00 

Amended Budget 
$42,784.15 

$112,295.03 

Percent Complete 
100 
99 

The engineering budget for future design and construction services has not been finalized. 

Why was Tom Fuller, Manager of BHP&L let go, was he more our man than 
theirs? 

The reason for Tom Fuller leaving the Company is between Tom Fuller and the Company. 

If payments can It be made on loan, can we lose our property? 

The loan amount is expected to be repaid primarily through service charge revenues. If service 
charge revenue is insufficient for any reason, the Board has the option following an election, to 
recover required revenues through tax assessments. 

Do we have to belong to the Water District? If we choose not to, is our property 
bonded if we do not belong to the District and live within? 

A water district boundary has previously been established. There is a process for joining or leaving 
water districts, each property owner would have to check with an attorney. 

What happens if Well Number 4 backs off in 2-3 years? 

Present calculations indicate this is not likely to happen. In the event Well Number 4 production 
falls off, Well Number 4's casing is large enough to install a submersible pump. Power is already 
available at the Well House. 

How come people outside Town get water cheaper than me. No tap fees, no 
service charge, no line breaks? 

According to Dennis Roeber, everyone connected to the Osage Water System pays the same water 
rates, including BHP&L employees. There are several residents known to be in violation of the 
regulations, particularly regarding multiple residences on a single water meter. BHP&L is 
working to resolve the known violations. The District has no intention of providing cheaper water 
service to users outside the District. 
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Counting 22 taps at trailer court with 4 trailers. Who pays for extra taps? 

The proposed rate structure is based upon meter size and "equivalent" users. The District is 
working to formulate a policy relative to (1) allowing multiple units to be served by one large meter 
and/or (2) to require multiple units to have individual meters to each unit. 

Are empty homes being counted as taps? In your neighborhood there is Updike, 
Partridge, McDonald, Schwartz, Cheek, Virginia's apt, Johnson, Spencer and 
Willadson? 

The District is considering a rate structure that charges a monthly minimum for unoccupied homes. 

I can count 47 retired households in Osage and I know I missed some. How can 
you expect these people to pay an increase in water rates when it is so terribly 
high now? 

The District is working to recover operating costs and loan payment costs in the most fair and 
efficient way for all users. The District is researching ways to keep costs in line with the present 
rate. At the current rate, the District can repay the loan and operate the system. Members of the 
Board are also property owners and live in the Town. Any rate increase affects individual Board 
members the same as any other user. 

Why is Board against the rest of the people of Osage, instead of being 
informative why the argument? You know we have feelings and some common 
sense. Let us voice our opinion. 

The Board is not against the people, the Board is part of the people, what affects the people affects 
the Board. Board meetings are held the 2nd Thursday of every month. These meetings are open 
to the Public, and the Public is welcome. The Board encourages attendance at these meetings as 
well as Public input at the meetings. 

Who gets the old water tower. It takes money to dismantle it. Are you going to 
take bids on the tank? 

Upon completion of the system purchase, the Osage Water District will own an operate the existing 
water tower. At present there are no funds in the Project budget or plans to dismantle the old water 
tower. After construction is completed, the Board can decide whether to keep or dispose of the old 
tower. The old tower has value as a back-up storage facility to be used when the new tower is 
taken out of service for maintenance. The old tower may have resale or salvage value. 

Do I have to pay for a new line to my house when the mains are replaced and at 
what cost and who will do this work? Will lines be replaced to my property at 
states cost? 

There are funds in the budget to install approximately 104 new service lines from the main to the 
property line. In some instances, it will be necessary for the property owner to relocate the service 
line on private property from the nleter into the house. Costs to relocate the service line from the 
meter to the house will be the responsibility of the individual property owner. Funds are available 
on an individual basis from RECD for the purpose of assisting home owners with relocation of 
service lines on private property. The actual number of properties which will receive new service 
lines has not been determined. A final quantity for new service lines will be determined during 
final design. 
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Who reads my meter? I don't want just anybody on my place. How about claims 
if my dog bites meter reader, or what if he falls on ice or over his own feet can he 
sue me? 

The District will hire a system operator that meets minimum qualifications established by the 
Wyoming Department of Environmental Quality. The District's system operator will read the 
meter. The District is expected to obtain appropriate legal counsel and insurance coverage to 
address liability issues. 

Why replace so many lines? Size has been adequate for many years and there 
never has been a real serious break. To repair breaks as have been occurring does 
not add up to much. 

A significant portion of the older cast-iron water lines located in the southern portion of the District 
are in need of replacement due to external corrosion. Other new lines within the distribution 
system are needed to (1) replace extremely small-diameter mains and (2) to establish a future 
system where all mains are located either in alleys, streets, or approved easements. At present, 
many small diameter service mains are located outside of these desired utility corridors. 

Why can't we require that BHP&L be audited to prove that they did not deserve 
such a tremendous rate increase and then have it reduced back to sensible figures 
and have Black Hills pay a sizeable penalty? 

The rate increase was approved by the Public Service Commission of Wyoming based on the cost 
to BHP&L to operate the water system. If BHP&L is required to retain the water system and 
invest additional money, BHP&L will again file for an additional rate increase to recover its 
investment. 

With pipes that are worth nothing and a tower that is ready to leak for the dozenth 
time, a well that would not water a horse until our tax dollars went to work on it, 
how can we possibly think of paying $400,000 for this? 

The well and distribution system are company business assets which BHP&L is selling at below 
book value for a purchase price of $200,000. The $400,000 (Loan) is the total loan amount to 
obtain approximately $2,000,000 in repairs and improvements, including acquisition of the water 
system and well. 

What area was covered and number of people to determine the $20,960 mean 
figure for income, meaning 1/2 above and 1/2 below, could mean half above at 
$22,000 and the half below at $8,000. Don, who pays the most, the widow 
across Town on Social Security, the family up the street with a large family, or 
me, an unemployed married man? 

The mean income was detennined at the state level (RECD). This figure was reconstructed down 
after the Board expressed concerns at the higher means based on the Northeast Wyoming income 
levels. 
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Why 117 taps and now 130 some? 

Available infonnation indicates there are 118 taps connected to the proposed system. 114 taps are 
3/4-inch. 2 taps are 1 1/2-inch. One tap is 2-inch. One tap is 4-inch. The taps larger than 3/4-
inch are treated as equal to a multiple number of 3/4 - inch taps. Therefore, the number of 
"equivalent taps" within the system is 139. 

Why not well and underground service pipes for equity for loan? 

They are now. The new funding will clarify this. 

How come these imaginary taps at the trailer court? They are not real-just another 
expense to the Town. How come if Black Hills wants to sell this so bad, they go 
and find such things to increase the cost to the Town? Doesn't seem to me they 
want out at all. 

The trailer court is served through a 4-inch water meter. In order to qualify for REeD funding 
(grants and loans), each "equivalent" tap in Osage must agree to carry a minimum annual debt 
payment of one percent of the median household income. The tenn "equivalent tap" is used to 
convert the 4-inch water meter to the standard 3/4-inch water meter used in individual homes. The 
4-inch water meter is equivalent to 3/4-inch water meters for 14 homes. The owner of the trailer 
court can either (1) continue to use the 4-inch tap and pay the monthly service charge associated 
with a 4-inch tap, (2) make arrangements with the District to have a smaller master meter installed 
which would result in lower minimum monthly payments, or (3) make arrangements with the 
District to individually meter each trailer. At this time it appears the District prefers that the 
individual trailers be metered separately. 

BHP&L has no influence over the requirements for REeD funding or how the equivalent taps are 
calculated. 
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