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Section 1 - Purpose

The purpose of the Six-Year Sewer Construction Capital Improvement Program (the
“CIP”) is to delineate the County’s sewer improvement priorites and associated
expenditures and financing for 2010 through 2015; and, provide authorization to proceed
with the engineering, right-of-way acquisition and preparation of plans/specifications for
construction of the capital improvements.

Section 2 - Sewer Construction Program

The primary purpose of the County’s Sewer Construction Program is to expedite the
construction of sanitary sewers and dramatically reduce the number of on-site sewage
treatment facilities over the Spokane-Rathdrum Aquifer; and, to satisfy regulations
established by the State Department of Health, State Department of Ecology, Spokane
County Health District and other regulatory agencies. The CIP was developed in
accordance with the accelerated schedule for completion of the Septic Tank Elimination
Program as detailed in the 2001 Comprehensive Wastewater Management Plan (CWMP),
adopted by the Board by Resolution No. 2-0563.

This section of the CIP provides detail regarding the County’'s Sewer Construction
Program for each year 2010 to 2015 (Tables 2-1 through 2-6). The Sewer Construction
Program includes eight projects that represent the balance of the County’s Septic Tank
Elimination Program, scheduled for completion in 2011. The areas affected by these
eight projects are depicted on the Spokane Valley Sewers and North Spokane Sewers
maps.

The County’'s Sewer Construction Program also includes miscellaneous sewer
construction projects that are anticipated to be undertaken in conjunction with State,
County and City road projects (such as the North-South Corridor Project), as well as
sewer trunk extensions.

Tables 2-1 through 2-6 show the projects within each year's Program, total cost estimates
for each project and the applicable funding sources for the respective Annual Sewer
Construction Program. Table 2-7 summarizes the information presented in Tables 2-1
through 2-6.

A “Program Funding Sources” information block is contained within each of the Sewer
Construction Program tables (Tables 2-1 through 2-7) similar to the sample below:
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SAMPLE
Program Funding Sources

State Grant $0
General Facilities Fund $0
Capital Facilities Rate Prepayments $0
Bonds $0
Sewer Construction Fund Reserves $0
Total $0

Spokane County uses a number of sources to fund its Sewer Construction Program.
Each of these funding sources is discussed below:

State Grant: A Centennial Clean Water Fund grant from the Washington State
Department of Ecology for $3,750,000 per year through 2014 for the completion of the
Septic Tank Elimination Program (as detailed in the 2001 Comprehensive Wastewater
Management Plan).

General Facilities Fund: General Facilities Charges (GFCs) are collected from all
customers connecting to the County's System, pursuant to Spokane County Code
(SCC) Chapter 8.03. The GFC revenue is deposited into the General Facilities Fund to
pay for the major facilities (interceptor, pump stations, treatment plant capacity, etc)
required for the System.

Capital Facilities Rate Prepayments: The Capital Facilities Rate (CFR) is the charge for
the sewer, proportioned to each property within the Annual Sewer Construction
Program, pursuant to SCC Chapter 8.03. The CFR is comprised of a “construction cost
component” and the General Facilities Charge (which is deposited into the General
Facilities Fund as collected). This funding source identifies the “construction cost
component” revenue received from that portion of our customers who elect to prepay
their CFR during the prepayment period.

Bonds: The total bond sale needed to support an Annual Sewer Construction Program
is determined by calculating the total “construction cost component” of the CFR for the
Program minus the CFR Prepayments.

Sewer Construction Fund Reserves: After all applicable State Grant, General Facilities
Fund, CFR Prepayments, and Bond funding have been allocated to the Sewer
Construction Program, remaining funding requirements are met using reserves in the
Sewer Construction Fund. These reserves are comprised of Special Connection
Charges that have been collected pursuant to the SCC Chapter 8.03, transfers from the
Aquifer Protection Area (APA) Fund reserves (APA fees are collected pursuant to SCC
Chapter 11.17), residual sales tax revenues deposited in the Sewer Construction Fund
in prior years, CFR revenue from projects previously built by the County from reserves
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(i.e. no bonds sold to finance the Program), future extended grant payments for prior
eligible expenditures, and interest accrued on Fund balance.
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TABLE 2-7

SPOKANE COUNTY
6-YEAR SEWER CONSTRUCTION COST & FINANCING SUMMARY

(Cost Estimate & Funding in Thousands of Dollars)

Program Cost Estimates Program Funding Sources
Project Design Const General CFR Subsidy
**No. Mgmt Eng Mgmt Const Total State Facilities Prepay- Funding Total
*Year ERUs Cost Cost Cost Cost Cost Grant Fund ments Bonds from Reserves Funding Balance
2010 1,559 $591 $1,181 $1,181 $19,690 $22,644 $3,750 $0 $911 $5,161 $12,822 $22,644 $0
2011 720 $361 $722 $722 $12,032 $13,837 $3,750 $1,144 $435 $2,466 $6,041 $13,837 $0
2012 0 $13 $26 $26 $435 $500 $0 $0 $0 $0 $500 $500 $0
2013 0 $13 $26 $26 $435 $500 $0 $0 $0 $0 $500 $500 $0
2014 0 $13 $26 $26 $435 $500 $0 $0 $0 $0 $500 $500 $0
2015 0 $13 $26 $26 $435 $500 $0 $0 $0 $0 $500 $500 $0
Total 2,279 $991 $1,982 $1,982 $33,027 $37,981 $7,500 $1,144 $1,346 $7,628 $20,363 $37,981 $0

Notes
*  The Sewer Construction Program Year is the calendar year in which construction is planned to begin.
**  Number of ERUs equals existing ERUs. Growth ERUs are not included.
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Section 3 - Riverside Park Water Reclamation Facility (RPWRF)
Upgrades

Spokane County currently has 10 million gallons per day (mgd) of treatment capacity at
the City of Spokane’s RPWRF. Significant upgrades are ongoing at the RPWRF in
order to meet more stringent discharge requirements imposed by regulation. Spokane
County participates in the cost of these upgrades on a “prorated share” basis.

Table 3-1 provides a summary of the County’s share of the upgrade costs for the
RPWREF for the years 2010 through 2015.

The County’s monthly sewer service fees include a Wastewater Treatment Plant
Charge (in accordance with SCC Chapter 8.03). These charges are deposited into the
County’s Wastewater Treatment Plant Fund (WTPF). In turn, a portion of these funds
are used to pay the County’s share of the RPWRF upgrade costs, either through direct
lump sum payment, or through payment of the debt service for bonds sold.

Bonds were sold in 2008 ($8.29 million) to pay for the County’s share of the upgrades
completed in 2007. It is anticipated that payments for upgrades completed in 2008
through 2011 will be paid directly from the available fund balance, and that additional
bonds may be sold in the future to pay for the RPWRF upgrades from 2012 forward.
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TABLE 3-1
SPOKANE COUNTY

RIVERSIDE PARK WATER RECLAMATION FACILITY (RPWRF) UPGRADES

(Cost Estimate & Funding in Thousands of Dollars)

Cost Element 2010 2011 2012 2013 2014 2015 Total

Upgrade Costs at RPWRF for

Water Quality $2,985 $3,840 $5,875 $13,674 $15,513 $4,294 $46,181
Generalized Financing Plan 2010 2011 2012 2013 2014 2015
Annual Bond Sale Amount $0 $0 $0 $5,875 $13,674 $15,513
Cumulative Bonds Sold $8,290 $8,290 $8,290 $14,165 $27,839 $43,352
Annual Debt Service $640 $640 $640 $640 $1,132  $2,276

Payments for Upgrades
Directly from WTPF Reserves  $2,304  $2,985  $3,840 $0 $0 $0

Total for RPWRF from WTPF $2,944  $3,625  $4,480 $640 $1,132  $2,276

Notes:

The 2010-2015 upgrade costs estimates were provided by the City of Spokane, Wastewater
Management.

The 2010 Payment for Upgrades Directly from WTPF Reserves is based on recently updated
estimate of County share for 2009.

The County anticipates selling Limited Tax General Obligation (LTGO) Bonds or Sewer Revenue
Bonds to cover a portion of these costs.

Actual bond sale proceeds in 2008 were $8.29 million. Next bond sale is anticipated in 2013 for
2012 costs, estimated at $5.875 million. Each annual bond sale is based on County’s share in
previous year.

Funds to pay debt service for the RPWRF Upgrades will come from the Wastewater Treatment Plant
Fund. “Annual Debt Service" for each bond sale is assumed to commence in the year following that
bond sale. Debt service is calculated using a 20-year repayment period and an assumed interest
rate of 5.5%.
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Section 4 - Pump Station and Force Main Projects

This section of the CIP details pump station and force main projects needed to improve
the reliability of existing County facilities and/or increase capacity. Table 4-1 provides a
summary of the estimated costs and funding for these projects.

The projects for improved reliability (e.g., emergency storage, force main valve
modifications and mobile generator) of the sewer system will be funded from the Sewer
Operations Fund. The revenue source for this Fund is the monthly sewer service fees
collected in accordance with SCC Chapter 8.03.

The projects undertaken to provide additional hydraulic capacity (e.g., pump station
expansions and secondary force main construction) will be funded from the General
Facilities Fund (as described in Section 2 hereinabove).

TABLE 4-1
SPOKANE COUNTY

PUMP STATION & FORCE MAIN PROJECTS

(Cost Estimate & Funding in Thousands of Dollars)

Cost Element 2010 2011 2012 2013 2014 2015 Total

Fairwood Pump Station — Emergency Storage

Project Mgmt/Administration $0 $10 $0 $0 $0 $0 $10
Consultant Services $0 $30 $0 $0 $0 $0 $30
Construction $0 $200 $0 $0 $0 $0 $200
Pasadena Park Pump Station — Emergency Storage

Project Mgmt/Administration $10 $0 $0 $0 $0 $0 $10
Consultant Services $30 $0 $0 $0 $0 $0 $30
Construction $200 $0 $0 $0 $0 $0 $200

Marion Hay Pump Station — Valves, Vaults and Pump Upgrades

Project Mgmt/Administration $25 $0 $0 $0 $0 $0 $20
Consultant Services $150 $0 $0 $0 $0 $0 $150
Construction $365 $0 $0 $0 $0 $0 $365

Mobile Generator and Pumping Equipment

Project Mgmt/Administration $15 $0 $0 $0 $0 $0 $15
Consultant Services $30 $0 $0 $0 $0 $0 $30
Equipment $600 $0 $0 $0 $0 $0 $600
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TABLE 4-1 (Continued)
SPOKANE COUNTY

PUMP STATION & FORCE MAIN PROJECTS

(Cost Estimate & Funding in Thousands of Dollars)

Cost Element 2010 2011 2012 2013 2014 2015 Total
Miscellaneous Pump Station Security / Reliability Improvements
Project Mgmt/Administration $5 $5 $5 $5 $5 $5 $30
Consultant Services $15 $15 $15 $15 $15 $15 $90
Construction $80 $80 $80 $80 $80 $80 $480
Marion Hay Secondary Force Main
Project Mgmt/Administration $0 $0 $0 $0 $50 $50 $100
Consultant Services $0 $0 $0 $0 $200 $400 $600
Construction $0 $0 $0 $0 $0 $3,000 $3,000
Parallel Interceptor — NSI to RPWRF
Project Mgmt/Administration $40 $40 $0 $0 $0 $0 $80
Consultant Services $200 $200 $0 $0 $0 $0 $400
Construction $0 $2,000 $0 $0 $0 $0 $2,000
Riverwalk Pump Station — Pump Upgrade
Project Mgmt/Administration $20 $0 $0 $0 $0 $0 $20
Consultant Services $50 $0 $0 $0 $0 $0 $50
Construction $200 $0 $0 $0 $0 $0 $200
Sun Acres Pump Station
Project Mgmt/Administration $25 $0 $0 $0 $0 $0 $25
Consultant Services $0 $0 $0 $0 $0 $0 $0
Construction $100 $0 $0 $0 $0 $0 $100
Total $2,160 $2,580 $100 $100 $350 $3,500 $8,840
Funding Sources 2010 2011 2012 2013 2014 2015 Total
Sewer Operations Fund $1,525 $340 $100 $100 $100 $100  $2,265
General Facilities Fund $635 $2,240 $0 $0 $250 $3,450 $6,575
Total $2,160 $2,580 $100 $100 $350 $3,500 $8,840
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Section 5 - Water Reclamation Program

Facilities

In 2002, Spokane County completed and adopted a Wastewater Facilities Plan that
provides an evaluation of long term wastewater treatment capacity needs. The Plan
identifies alternatives for near-term (20-years) and long-term (50-years) wastewater
treatment alternatives. The Plan was updated in 2006 and 2007 and was approved by
the Department of Ecology in 2008. This Plan is in its implementation phase.

Based on current flow patterns and projections, it is anticipated that the County will
reach its 10 million gallons per day (mgd) limit at the City of Spokane Riverside Park
Water Reclamation Facility (RPWRF) in approximately 2014, and therefore will need to
have the new Spokane County Regional Water Reclamation Facility (SCRWRF) on line
before that date.

Since 2003, the County has been in an extensive collaborative process with the
Washington State Department of Ecology (“Ecology”) regarding water quality
requirements in the Spokane River specifically related to the Dissolved Oxygen Total
Maximum Daily Load (TMDL). Completion and approval of the TMDL is pending
additional work by Ecology and the Environmental Protection Agency. The execution of
an agreement with Ecology around this TMDL document will allow the new regional
SCRWREF to discharge to the Spokane River. Other alternatives are being pursued for
discharge to locations other than the River.

Initially, the SCRWRF will be constructed to a capacity of 8 mgd. It is projected that this
capacity will last until approximately 2030. The new SCRWRF is being planned for
expansion increments of 4 mgd, and will be expandable up to approximately 24 mgd. It
is anticipated that the SCRWRF can handle up to 50 years of future growth.

The SCRWRF and associated facilities will be financed by a Washington State
Revolving Fund Loan for $73.4 million and bonds. Grants and loans from the Public
Works Trust Fund have also been obtained. It is anticipated that debt service will be
drawn from the Wastewater Treatment Plant Fund and General Facilities Fund. A new
financial plan and wastewater rates analysis was completed in mid-2009.

The cost estimates for the facilities presented in Table 5-1 are based on the following
assumptions:

0 Purchase of approximately 500 acres (Saltese Flats area) for wetland
restoration and enhancement, together with completing a feasibility study for the
project regarding use of reclaimed water.

o New 8 mgd SCRWRF on the Stockyards site, with flows starting in 2012.

o0 Chemically-Enhanced Primary Treatment, Membrane Bioreactor Treatment, and
effluent filtration will meet the requirements of the dissolved oxygen TMDL.

o Outfall to the Spokane River at Havana Street from the SCRWREF site.
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o Pump station and force mains from North Valley Interceptor to the SCRWRF.

0 Pump station and force mains from Spokane Valley Interceptor to the
SCRWREF.

o Design/Bid/Build (DBB) public works contract for the conveyance and reuse
projects.

o0 Design/Build/Operate (DBO) contract for the SCRWRF.

TMDL Compliance

The Foundational Concepts document for the TMDL identifies a number of
requirements that will need to be funded by Spokane County, as described below.

The Foundational Concepts document calls for implementation of an in-home water
conservation program. Beginning in 2009, the County will spend up to four years
providing supplemental funding for water conservation fixtures in the homes of
wastewater customers. The program will include toilets, shower heads, and rebates on
low-flow clothes washing machines. The conservation program will be funded from the
Sewer Operations Fund. The revenue source for this Fund is the monthly sewer service
fees collected in accordance with SCC Chapter 8.03.

The Foundational Concepts document requires municipal wastewater agencies that
discharge into the Spokane River to produce Class A effluent that is suitable for
reclamation, and to evaluate the feasibility of implementing effluent reuse opportunities,
such as urban irrigation, industrial reuse, aquifer recharge, and wetlands restoration.
Spokane County’s new Regional Water Reclamation Facility will produce Class A
effluent. Feasibility studies to identify and evaluate water reclamation opportunities are
underway and will be completed in 2010. For this CIP, it has been assumed that reuse
projects, totaling approximately 42 million dollars, will be funded. This assumption will
need to be validated in 2010 and beyond. It is anticipated that these projects will be
funded from the Regional Water Reclamation Facilities Fund.

In order for the Spokane River to meet state water quality standards, it is anticipated
that reduction of Non-Point Sources (NPS) of phosphorus into the river will need to
occur. One element of the Foundational Concepts document calls for collaborative
funding of a NPS reduction program. It is anticipated that a share of the funding will be
provided by the County. The County’s share and the funding source for the program
have not yet been established. However, it is anticipated that a regional revenue
source will be developed on a watershed basis. From 2009 to 2011, the County will
perform Phase 2 and 3 work on a NPS Phosphorus Study that was initiated in 2007.
These phases of the Study are funded by a grant from the Washington State
Department of Ecology.
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TABLE 5-1

SPOKANE COUNTY
WATER RECLAMATION PROGRAM

(Cost Estimate & Funding in Thousands of Dollars)

Cost Elements 2010 2011 2012 2013 2014 2015 Totals

Facilities

Wetlands Restoration

Project Management/Administration $10 $10 $0 $0 $0 $0 $20
Land Purchase $2,500 $0 $0 $0 $0 $0 $2,500
Legal $25 $25 $0 $0 $0 $0 $50
Consultant Services $200 $200 $0 $0 $0 $0 $400

Influent, Pump Stations & Outfall

Project Management/Administration $160 $60 $0 $0 $0 $0 $220
Construction Management/Inspection $1,700 $59 $0 $0 $0 $0 $1,759
Construction $11,400 $400 $0 $0 $0 $0 $11,800
Water Reclamation Plant

Project Management/Administration $255 $308 $327 $0 $0 $0 $890
Public Outreach/Information $20 $20 $20 $0 $0 $0 $60
Legal $20 $15 $20 $0 $0 $0 $55
Land Purchase $75 $0 $0 $0 $0 $0 $75
NPDES Permitting $75 $25 $0 $0 $0 $0 $100
Biosolids Implementation $100 $100 $50 $0 $0 $0 $250
Biosolids Disposal Equipment $0 $250 $250 $0 $0 $0 $500
DBO Construction Management/Inspection $1,500 $1,000 $355 $0 $0 $0 $2,855
DBO Construction $76,000 $22,200 $5,600 $0 $0 $0 $103,800
Water Resource Center $100 $100 $100 $0 $0 $0 $300
Subtotal $94,140 $24,772 $6,722 $0 $0 $0 $125,634

TMDL Compliance Programs/Projects

Water Conservation

Project Management/Administration $42 $43 $44 $0 $0 $0 $129
Implementation $1,000 $1,000 $675 $0 $0 $0 $2,675
Water Reuse/Recharge Projects *

Project Management/Administration $31 $32 $33 $34 $0 $0 $130
Public Outreach/Information $15 $20 $15 $20 $0 $0 $70
Legal $25 $25 $25 $25 $0 $0 $100
Consultant Services $700 $500 $500 $500 $0 $0 $2,200
Construction $500 $3,000 $3,000 $3,000 $0 $0 $9,500
Saltese Flats *

Project Management/Administration $81 $118 $110 $0 $0 $0 $309
Land/Easements $300 $300 $300 $0 $0 $0 $900
Legal $10 $5 $5 $0 $0 $0 $20
Consultant Services $1,000 $1,000 $1,000 $0 $0 $0 $3,000
Construction $6,000 $10,000 $10,000 $0 $0 $0 $26,000
Non-Point Source Study

Project Management/Administration $90 $50 $0 $0 $0 $0 $140
Consultant Services $250 $200 $0 $0 $0 $0 $450
Implementation

Project Management/Administration $30 $10 $10 $11 $0 $0 $61
Research $10 $10 $10 $10 $0 $0 $40
Legal $20 $5 $5 $5 $0 $0 $35
Consultant Services $10 $10 $10 $10 $0 $0 $40
Subtotal $10,114 $16,328 $15,742 $3,615 $0 $0 $45,799
Total $104,254 $41,100 $22,464 $3,615 $0 $0 $171,433
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TABLE 5-1 (Continued)

SPOKANE COUNTY
WATER RECLAMATION PROGRAM

(Cost Estimate & Funding in Thousands of Dollars)

Funding Sources 2010 2011 2012 2013 2014 2015 Total
Sewer Operations Fund $1,277 $1,278 $719 $0 $0 $0 $3,274
General Facilities Fund $2,500 $0 $0 $0 $0 $0 $2,500
Regional Water Reclamation Facilities Fund $53,000 $0 $0 $0 $0 $0 $53,000
Grants **
WA State Department of Ecology Grant $340 $250 $0 $0 $0 $0 $590
WA State Public Works Trust Fund Grant $925 $0 $925 $0 $0 $0 $1,850
Washington State Revolving Fund Loan $32,450 $16,225 $16,225 $0 $0 $0 $64,900
LTGO / Revenue Bonds or Interim Financing $13,762 $23,347 $4,595 $3,615 $0 $0 $45,319
Total $104,254 $41,100 $22,464 $3,615 $0 $0 $171,433
Annual Debt Service Summary *** 2010 2011 2012 2013 2014 2015
WA State Revolving Fund Loan ($8.5 M) $508 $508 $508 $508 $508 $508
WA State Revolving Fund Loan ($64.9 M) $0 $0 $4,362 $4,362 $4,362 $4,362
WA State Public Works Trust Fund Loan ($1 M) $10 $10 $10 $10 $10 $10
LTGO Bonds ($4.9 M) $384 $383 $382 $386 $384 $387
Wastewater System Revenue Bonds ($29.5 M) $1,336 $1,336 $1,336 $1,336 $1,336 $6,763
Wastewater Sys Taxable Rev Bonds ($80.7 M) $4,991 $4,991 $4,991 $4,991 $4,991 $4,991
Build America Bond Rebates ($28.4 M) ($873) ($873) ($873) ($873) ($873) ($873)
Bonds or Interim Financing ($45.3 M) $0 $1,152 $3,105 $3,490 $3,792 $3,792
Total Annual Debt Service $6,356 $7,507 $13,821 $14,210 $14,510 $19,940
Notes:

* Planning for these projects underway. Implementation/construction subject to future direction from the Board of County Commissioners.
** Grants:
-- Washington State Department of Ecology grant to complete a Non-Point Source Phosphorus Study.
-- Washington State Public Works Trust Fund interest rate buy-down grant to assist with SCRWRF construction finance costs.
*** Debt Service:
-- Debt service calculations are based on the following assumptions:
-»Washington State Revolving Fund Loan of $8.5 million at 1.5% interest, with 20-year repayment schedule beginning in 2009.
-»Washington State Revolving Fund Loan of $64.9 million at 3.0% interest, with 20-year repayment schedule beginning in 2012.

-»Washington State Public Works Trust Fund Loan for the design of the Influent, Pump Stations and Outfall; $1 million at 0.5% interest
with 20-year repayment schedule beginning in 2010.

“»Limited Tax General Obligation (LTGO) Bonds in the amount of $4.9 million at 3-4.5% variable interest, with 20-year repayment
schedule beginning in 2009.

-»Wastewater System Taxable Revenue Bonds in the amount of $80.7 million at 5.5-6.5% variable interest, with 20-year repayment
schedule beginning in 2009.

-»Build America Bond Rebates from the Wastewater System Taxable Revenue Bonds. Rebates total $28.4 million over the 20-year
term of the bonds.

-»Bonds or interim financing for 2010 through 2012 expenses, totaling $45.3 million. Estimated 5.5% interest and 20-year repayment
schedule. Repayment to begin the year following each bond sale.

»The sources of funding for debt service are the General Facilities and Wastewater Treatment Plant Funds.
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