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Glossary of Key Terms

Annual Capital Cost: Annual capital costs are associated with the costs for retiring long-
term debt used to construct new facilities. This would be similar to the mortgage
payment on a house assuming no initial down payment. Annualized capital cost
formulas are typically used as a means for comparing the front-end costs for
construction over a fixed time frame. Capital cost estimates were annualized using a

4 percent interest rate for 30 years. Annual capital costs are expressed in total dollar
amounts.

Annual Fixed Cost and Variable Cost: The annual fixed costs is the sum of the fixed
O&M and the annualized capital costs. It is expressed in total dollars amounts.

The variable cost consists of the variable O&M cost and is expressed in dollars per AF.

Capital Costs: Capital costs are based on the required infrastructure that would be
needed to built or modified to implement the alternative, including pump stations,
pipelines, wells, and equipment. The capital costs are for planning level purposes only.
They include 30 percent contingency factor and 15 percent for engineering and legal
fees.

ENR Index: The ENR Index is compiled by the Engineering News Record trade
publication. Each year, various ENR indexes are compiled for key construction industry
sectors. For purposes of this report, a construction cost index for the 20-city national
average area of 6605 based on July 2002 cost estimate was used to update costs from
past studies.

Fixed Operations and Maintenance (O&M) Costs: Fixed O&M costs refer to annual cost
that are independent of production and may include labor and regular maintenance
costs. The labor cost included differences in hourly wages dependent upon operator
certification requirements, which reflects the difficulty in use of the infrastructure. Cost
for maintenance of infrastructure was based on the following percentages of the capital
costs: 0.1 percent for dams/diversion structures, pipeline, and wells and 1.0 percent for
pump stations. Fixed O&M costs are expressed in total dollar amounts.

Variable O&M Costs: Variable O&M costs are dependent on operation and thus will vary
based on production. Variable costs include power costs, chemical costs, and water
purchase costs. A power rate of $0.15/kw-hr was assumed for this report. Variable
costs are expressed in dollars per AF.
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