AGENDA

Denver Board of Water Commissioners

Denver Water Administration Building
1600 West 12" Avenue
Denver, CO
Board Room, Third Floor

Wednesday, December 13, 2017 9:00 a.m.

I INTRODUCTORY BUSINESS

A. Call to Order and Determination of Quorum

B. Public Comment and Communications

At this point in the agenda, the Board may allow members of the public to address the Board on any item of
interest within the jurisdiction of the Board, and not on the agenda for action. Speakers wishing to address a
specific Action Item will be invited to address the Board when the item is being considered. Three minutes are
allowed for each person unless the President determines otherwise.

1. Distributor Communications
2.  Citizen Advisory Committee Communications

C. Ceremonies, Awards and Introductions

Il. ACTION ITEMS

A. Consent Items
ltems listed below are considered routine and may be enacted by one motion and vote. If any Board member
desires discussion beyond explanatory questions, or corrections to the Minutes, the President may order that
item to be considered in a separate motion and vote.

1. |Water Sense and Low Income Retrofit Program - Contract 17010A

2. |Heavy Equipment Rental - Contract 503056
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B. Individual Approval ltems

1.

Approval of Total Service Improvement
Contract with Berkeley Water and Sanitation
District — Contract 503080

Agreement with Bear Creek Water and
Sanitation District for Collection of District
Surcharge — Contract 503110

Termination of Total Service Contract No. 46
with Arapahoe Estates Water District and
Transfer of Water Service to Total Service
Contract No. 1 with South-East Englewood
Water District

Amendment No. 1 with Black and Veatch
Corporation for Gross Reservoir Expansion
Project Owner’s Representative Services —
Contract 17075A

Gross Reservoir Expansion Project Design
Engineer — Contract 503074

Adoption of 2018 Budget

Supplier Diversity External Advisor Committee

Denver Board of Water Commissioners Agenda
December 13, 2017

M. POLICY MATTERS

A. OCR Update

B. National Western Update
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Julie Seagren 10 minutes
Julie Seagren 15 minutes
Jeff Martin 30 minutes
Stephanie Abram 15 minutes
Katie Knoll 5 minutes
Jeremy Ross 10 minutes

Abbey Antolovich 30 minutes
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IV. EXECUTIVE UPDATE

A. CEO Update
B. CFO Update

C. Operations Update

V. BRIEFING PAPERS & REPORTS

A. Briefing Paper

1. | Legislative Briefing Paper

2. | Gross Reservoir Expansion Project 2018 Budget Update

B. Report

VL. ADJOURNMENT
VII. TRUSTEE MATTERS

VIII. EXECUTIVE SESSION

The Board may adjourn the regular meeting and reconvene in executive session on topics authorized by
C.R.S. Sec. 24-6-402 or D.R.M.C Sec. 2-34.

A. Confidential Report § 24-6-402(4)
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DENVER BOARD OF WATER COMMISSIONERS

Meeting Date: December 13, 2017 Board Item: 1I-A-1

Water Sense and Low Income Retrofit Program
Contract #17010A (#503077)

X Action by Consent o Individual Action

Summary:

This three-year contract supports programs identified in the approved Water Efficiency Plan to install ultra-high
efficiency toilets, showerheads and aerators into approximately 6,000 (2,000/year) multifamily and low-income
residential units. The programs include:

* Low-income/non-profit retrofit program in which Denver Water provides a third party vendor (Ecosystems)
to install ultra-high efficiency fixtures into income qualified customer residences. Approximately 600
residential units per year will be retrofitted through this program.

«  Multi-family residential and community association toilet distribution program (“Water Sense”) that
provides fixtures to apartments or HOAs selected through a competitive process, based on cost per acre
foot and total water savings. Approximately 1,400 residential units per year will be retrofitted through this
program.

The maijority of high-efficiency toilets to be installed are 0.8 gallons per flush (GPF); however, in some instances,
a 1.28 GPF toilet will be installed to accommodate a larger rough-in size. Showerheads will be 1.5 gallons per
minute (gpm) and aerators will be either 0.5 or 1.5 gpm based on location.

Budget Information:

The total amount of this contract is $1,100,000.00. The term of the contract is January 1, 2018 to December 31,
2020. Funds for this contract are included in the 2018 budget and will be budgeted for in 2019 and 2020. This
reflects the total budgeted amount from the five-year Water Efficiency Plan.

Selection of Business Partner:

Denver Water issued two separate requests for proposals (RFPs), one for each program, to the public via the
following mechanisms:
* Rocky Mountain E-Purchasing System (BidNet)
+ Denver Water’s website
* Notifications to small business enterprise (SBE) and minority and women-owned business enterprise
(MWBE) communities
« Direct solicitation to known vendors

Denver Water received three proposals for the multi-family program: Ecosystems, LLC, Mile High Youth Corps,
and US Water Conservation. Of these responses; one is a SBE, one is a 501(c)(3) and one was neither SBE nor
M/WBE. Denver Water received two proposals for the low-income program: Ecosystems, LLC, and Mile High
Youth Corps. Of these responses; one is a SBE, and one is a 501(c)(3). Ecosystems was selected for both
programs based on lowest price and understanding of the work form the RFP.
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DENVER BOARD OF WATER COMMISSIONERS

Meeting Date: December 13, 2017 Board Item: V-A-2

Briefing Paper for Gross Reservoir Expansion 2018 Budget Update

Strategic Plan
Alignment

Summary

Background

Lenses: [X] Customer Centric [X] Industry Leader [X] Long-Term View

Development and management of the Gross Reservoir Expansion (GRE)
project budget is a critical process in executing the project and delivering a
secure water future to Denver Water customers. Communication of the
budget to the Denver Water Board, organization, and enterprise systems
allows Denver Water to confirm alignment with Denver Water’s strategic
goals, be fiscally responsible, optimize resources to meet the programs
objectives, and to balance the programs resource requirements with
organizational needs.

Water development projects are ambitious and expensive. The GRE
project is no exception, yet the value of water storage and yield for the GRE
is high compared to other projects in Colorado and the Front Range. More
importantly, the resiliency benefit specific to water storage in Denver
Water’s North (Moffat) System is fundamental in achieving a secure water
future for our customers.

The Project Initial Budget (PIB) was created based on the current
understanding of the GRE components, specifically, the estimated
construction, permitting, environmental mitigation and compliance, and
management (program and construction) costs. The total all-in cost to
complete the project is approximately $420,000,000 (in 2017 dollars with no
escalation), of which about $25,000,000 has been spent on permitting and
preliminary engineering studies as of the end of 2017. The remaining
$395,000,000 will be budgeted over the next 8 years to fund the expected
project spend curve.

The first comprehensive and detailed construction cost estimate was
developed in 2013 by an independent construction cost estimator. The cost
estimate was revised in 2015 to account for design changes and cost
escalation. The 2015 program budget established the all-in cost to
complete the project at about $380,000,000. The program budget was
again updated in 2017, as detailed in this briefing paper. As part of GRE
project work in 2017, the PIB was developed based on market escalation
(labor and commodities), new project detail, updated design considerations,
and risk occurrences or mitigation planning.
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Approach

Historically, the program budget was presented in present day dollars and
did not account for future escalation over the project life span. For this 2017
budget update, the program costs are provided in both 2017 dollars (with
no escalation) and future dollars, accounting for escalation based on a
similar market as the last seven years. The budget also includes high risk
considerations which account for potential risk occurrences that may impact
the program budget.

The 2017 PIB accounts for all program costs from initiation of environmental
permitting through first filling of the enlarged reservoir. Costs associated
with environmental mitigation extending beyond 2026 are not included in
the PIB as they are considered legacy costs to Denver Water.

The cost estimate itself was developed using a “bottom up” contractor style
approach which considers specific activity work plans, labor estimates, and
production rates. Based on the available project information, the PIB is
considered a Class 3 to 4 estimate per the Association for the Advancement
of Cost Engineers (AACE), which considers a Class 4 estimate useful for
evaluating project feasibility and a Class 3 estimate for project budgeting
and authorization. Although the GRE design definition is less than a typical
Class 3 estimate, many of the major elements influencing the cost are well
known due to the knowledge of the existing dam and site, original dam
designer’s intentions to raise the dam, and ongoing preliminary engineering
studies. This additional project definition and knowledge allowed the cost
estimating team to consider certain elements of the project at the Class 3
level, specifically the foundation treatment (excavation and grouting), dam
geometry, quarry location, and the spillway structure. The PIB is organized
into the following major cost categories:

Construction — This category considers all major construction activities at
the site including site development, reservoir clearing, quarry development,
foundation treatment, and Roller Compacted Concrete (RCC) placement.
The costs of the Contractor's Markup (overhead and profit) of 18 percent,
and Unlisted Items of 10 percent were added to the estimated contractor’s
direct costs.

Environmental Permitting — This category captures past and future Denver
Water costs for environmental permits. Almost all costs under this category
were encumbered between 2003 and 2017.

Environmental Mitigation and Compliance — Environmental mitigation and
compliance considers commitments to various regulatory agencies
including payments as well as the design, construction, maintenance, and
operation of mitigation infrastructure. Costs extending beyond 2026 are not
included in the PIB and are accounted for in Denver Water's Long Term
Forecast budget.

Engineering Design — This category includes costs to complete the design
and prepare contract documents for the GRE. These costs consider design
consultant fees, contractor consultant fees, Board of Consultants fees, and
internal Denver Water costs.
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Program Initial

Budget

Program and Construction Management — The category considers both the
program management costs to execute the program and construction
management costs to administer the construction contract and provide
construction quality control. The GRE management team provides project
management; controls and monitoring; regulatory approvals; design
reviews; procurement services; public affairs and community outreach
resources; and general support. The GRE construction management
services include contract administration, construction quality assurance,
construction quality control of RCC, and on-site environmental compliance.
In addition the aforementioned major cost categories, the Program
Management Team (PMT) incorporated several other costs into the PIB.
These include the following:

Contingency — In addition to estimating the costs for each of the categories,
the PMT applied contingency to each category to account for the limited
project definition and level of unknowns which could occur through the
execution of the program. Based on the level of design detail and in
accordance with AACE and Denver Water guidelines, a 35% contingency
value was applied to the estimated construction cost.

Escalation — This category is intended to account for cost growth as a result
of yearly changes to commodity prices and salaries. Considering the
program duration, future escalation (as a percentage) is assessed through
estimated regional pressures on commodities and salaries. The escalation
model resulted in an average annual escalation rate of 3.8% for
construction activities from 2019 to 2026.

High Risk Considerations — Cost were attributed to numerous high risk
considerations (high consequence, high probability or both) for risk items
the PMT believe have the greatest potential for affecting the program
budget.

The 2017 PIB is the first budget developed since completing two major
engineering studies (Design Flood and Seismic Hazard), finishing the 404
permit process (resulting in defined mitigation), and finalizing procurement
of the Owner’s Representative, and Design Engineer. The PIB is presented
in 2017 dollars and in escalated 2026 dollars. The PIB (2017 dollars and
2026 dollars) per cost category is presented in the following table.

PIB Comparison — 2017 vs Escalated 2026 ($)

Category 2017 2026 Escalated
Construction 303,000,000 341,000,000
Environmental Permitting 20,000,000 20,000,000
Environmental Compliance and Mitigation 24,000,000 25,000,000
Engineering Design 23,000,000 24,000,000
Program and Construction Management 50,000,000 54,000,000
TOTAL' 420,000,000 464,000,000

1Contingency is included in the subtotal for each category. Total GRE contingency is estimated at about $80M.
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The 2015, 2017, and escalated 2026 budgets, along with the estimated high
risk considerations are presented in the following chart for comparison
purposes. The red bars represent the “best estimate” or the anticipated
project cost including contingencies. The orange bars represent the “high
risk estimate” which include the cost for key project risks which are actively
tracked and managed by the PMT.

Figure 1— 2015, 2017, and 2026 Cost Escalation and High Risk Estimate

The key cost differences, as percentage of the whole difference, between
the 2015 and 2017 estimates are presented in the following pie chart.

Figure 2 - Cost Increases by Category
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