EXECUTIVE SUMMARY

Assemblyman Dinowitz’ study found that none of the items cited by the DEP — inflation, labor,
materials or the value of the US dollar -- could account for the doubling of the cost of a $1.3
billion project.

INFLATION

A review for the historical data for inflation' is displayed below. In June, 2004, the original cost
projection of $1.3 billion compounded at the average annual inflation during the period of 3.3%
results in $1.430 billion. Thus the impact of inflation on the DEP’s original cost estimates has
been no more than $130 million.

Furthermore, despite the DEP’s false contentions, a 2.75% inflation rate WAS factored into the
DEP’s original estimates, so the affect of inflation on the comparative total cost of the project is
even smaller.

InflationData.com Current Inflation Rate

Year Jan Feb Mar Apr May Jun Jul Aug‘ Sep ‘ Oct Nov Dec Ave
2007]2.08%(2.42%|2.78%[2.57%]2.69%(2.69%|2.36%|1.97%|2.76%

2006(3.99%]3.60%|3.36%3.55%[4.17%|4.32%|4.15%|3.82%|2.06%|1.31%|1.97%|2.54%|3.24%
2005(2.97%]3.01%|3.15%3.51%]2.80%(2.53%|3.17%|3.64%|4.69%|4.35%|3.46%(3.42%|3.39%
2004]1.93%|1.69%[1.74%[2.29%|3.05%|3.27%|2.99%|2.65%(2.54%|3.19%| 3.52%|3.26%| 2.68%
2003]2.60%]2.98%(3.02%[2.22%]2.06%|2.11%|2.11%|2.16%|2.32%|2.04%|1.77%|1.88%|2.27%
2002|1.14%|1.14%|1.48%[1.64%|1.18%|1.07%|1.46%|1.80%|1.51%|2.03%|2.20%|2.38%| 1.59%
2001]3.73%3.53%[2.92%(3.27%|3.62%|3.25%|2.72%|2.72%|2.65%|2.13%|1.90%| 1.55%| 2.83%
2000]2.74%|3.22%|3.76%[3.07%|3.19%|3.73%|3.66% | 3.41% | 3.45%| 3.45%| 3.45%|3.39%3.38%
Get more Historical Data from InflationData.com

On April 16, 2003 Amendment Number 1 was presented to the New York State Environmental
Facilities Corporation’s (EFC) as the Annual Information® statement, dated October 15, 2002
containing amendments including a New Exhibit 4A — “Certain Information Relating to the New
York City Municipal Water Finance Authority and the System.” The 2002 Capital Improvement
Plan® referred to in that 2003 review by Black and Veatch Rate Consultants® confirms that the
original allocation in the budget was within the estimated inflation rate of $1.4 billion.” While
inflation has gone up, it is not so high to equal the doubling of the project cost.

1 http://www.inflationdata.com/Inflation/Inflation_Rate/CurrentInflation.asp

2 http://www.nysefc.org/docs/2002_ais_amendments.pdf

3 Proposed improvements and additions to the System under the CIP for the Reporting Period were independently
evaluated and confirmed by Metcalf & Eddy of New York, Inc. (‘‘Metcalf & Eddy’’). The Forecasted Cash Flows
rely upon the conclusions of Metcalf & Eddy regarding the level of planned capital improvement expenditures
required during the Reporting Period to maintain the System in good working order.

4 http://www.nysefc.org/docs/2002_ais_amendments.pdf, Appendix B is a letter from BLACK & VEATCH NEW
YORK LLP, RATE CONSULTANTS dated April 16, 2003., page 1-B-1

5 http://www.nysefc.org/docs/2002_ais_amendments.pdf, See document page 28, exhibit page 1-22




LABOR COSTS

The New York City Comptroller is a watchdog for Labor’s Prevailing Wages on city
construction projects. According to the NY City Comptroller’s data on prevailing wages,” the
wages and benefits for selected construction workers increased between 2004 and 2007, but no
more than 17%. As most of the contractor’s bids were prepared and submitted prior to 2007, the
cost should actually be less than that presented in the attached table below.” While wages and
benefits has gone up, it is not so high to equal the doubling of the project cost.

Prevailing Wage Rates and Benefits by Selected Trades, NYC Comptroller
Comparison® and Percentage Change® of Archive Schedules!? for the years 2004'* and 2007'2

Trade 11-24-2003 to 6-30-2004
Suppl
Wage/hr Benefits/hr
Asbestos
Handler 23.85 6.35
Bricklayer 36.57 18.06
Carpenter 35.66 24.91
Electrician 41 32.36
Iron Worker 35.5 35.73
Laborer 31.29 16.43
Painter 31.25 16.17
Plumber 38.87 22.35
Sheet Metal
Worker 37.71 25.96
Tunnel
Worker 28.17 31.31

6 Comptroller Prevailing Wage

7 See table

TOTAL

30.2

54.63

60.57

73.36

71.23

47.72

47.42

61.22

63.67

59.48

8 Prepared by Karen Argenti, November 7, 2007

9 (A-B)/ Ax100=n

10 Achieved Schedule of Prevailing Wages and Benefits,

7-1-2007 to 6-30- 2008
Suppl
Wage/hr Benefits/hr

26.25 9.2
39.2 21.66
40.27 30.36
44 35.51
37.66 43.88
34.09 20.9
33.5 18.9
42.95 24.86
40.99 31.81
32.89 34.33

http://www.comptroller.nyc.gov/bureaus/bll/schedules archives.shtm

TOTAL

35.45

60.86

70.63

79.51

81.54

54.99

52.4

67.81

72.8

67.22

% CHANGE

17.38

16.61

8.38

14.47

15.23

10.5

10.76

14.34

13.01

1 For the year 2004: http://www.comptroller.nyc.gov/bureaus/bll/2004 pdf files/220-Prevailing-Wage-

Schedule-03to04.pdf
12 For the year 2007:

http://www.comptroller.nyc.gov/bureaus/bll/2007 pdf files/220PrevailingWWageSchedule06-07.pdf




MATERIALS COSTS

The City doesn’t pay for materials on the project as those expenses are borne by each contractor:
Schiavone as part of the $127 million site preparation costs, or Skanska, as part of its $1.3 billion
agreement to build the plant, etc. Furthermore, despite the DEP statements to NY 1 that the price
of copper tubing has increased 150%, the question is how much are we paying the contractor.

According to a report by the US Geological Survey (USGS is the federal agency for science
about the Earth, its natural and living resources, natural hazards, and the environment) over the
last three years, the price of copper and other metals used in construction has remained
consistent, except for the affect of inflation, which is 3.3%. While the cost of materials has gone
up, it is not so high to equal the doubling of the project cost.

VALUE OF THE DOLLAR (USD)

By reviewing the historical exchange rate of the USD" from 2004 to 2007, the range changes
throughout the years but the difference between the highest and the lowest is not more than 20%.
The difference between the highest at $.84 in November 2005 and the lowest at $.69 in
November 2007 is 17.86%.

The January 2004 (the time of the FSEIS review statements) rate was $.79 USD. The date the
bid estimate was submitted for CRO 311 by Schiavone ($127 million) was the same month,
therefore no impact. The date the bid estimate for CRO 312G (Skanksa $1.3 billion) was
submitted in January 2006, the rate was $.83 USD -- a difference of 5.06%.

13 http://www.x-rates.com/d/EUR/USD/hist2004.html, . . . hist2005.html, . . . hist2006.html, . . . hist2007 html,




Current Inflation Rates

FACTS:

The DEP calculated the cost of the project at $992 million which included the inflation rate of
2.75% when they issued the final EIS in June 2004.

In the 2003 Capital Improvement Ten Year Plan that the DEP submitted for water rate
approval, the project was budgeted for $1,400 million.

The assumption is that the inflation rate of 2.75% was included in the projected years.

InflationData.com Current Inflation Rate

Feb Aug ‘ Sep ‘ (0]
2007]12.08%(2.42%|2.78%[2.57%]2.69%|2.69%|2.36%|1.97%|2.76%

2006]3.99%3.60%[3.36%[3.55%|4.17%|4.32%|4.15% | 3.82%(2.06%|1.31%|1.97%|2.54%|3.24%
2005(2.97%]3.01%|3.15%3.51%]2.80%(2.53%3.17%|3.64%|4.69%|4.35%|3.46%[3.42%|3.39%
2004]1.93%|1.69%|1.74%[2.29%[3.05%(3.27%2.99%|2.65%2.54%|3.19%| 3.52%[3.26%|2.68%
2003]2.60%]2.98%(3.02%[2.22%[2.06%(2.11%2.11%|2.16%2.32%|2.04%|1.77%|1.88%|2.27%
2002(|1.14%|1.14%|1.48%|1.64%[1.18%|1.07%|1.46%|1.80%|1.51%]2.03%|2.20%[2.38% 1.59%
2001]3.73%|3.53%[2.92%[3.27%|3.62%|3.25%|2.72% | 2.72% | 2.65%|2.13%|1.90%| 1.55%| 2.83%
2000]2.74%|3.22%|3.76%[3.07%|3.19%|3.73%|3.66% | 3.41% | 3.45%| 3.45%| 3.45%| 3.39% 3.38%
Get more Historical Data from InflationData.com

http://www.inflationdata.com/Inflation/Inflation Rate/CurrentInflation.asp

$1.3 billion in June 2004 compounded at the average annual inflation during the period of 3.3% results in
$1.430 billion. Thus the impact in isolation of inflation has been $130 million.



Prevailing Wage Rates and Benefits by Selected Trades, NYC Comptroller
Comparison1 and Percentage Change2 of Archive Schedules® for the years 2004* and 2007°

Trade 11-24-2003 to 6-30-2004 7-1-2007 to 6-30- 2008 % CHANGE
Suppl Suppl
Wage/hr Benefitsthr TOTAL Wage/hr  Benefits/hr TOTAL

Asbestos Handler 23.85 6.35 30.2 26.25 9.2 35.45 17.38
Bricklayer 36.57 18.06 54.63 39.2 21.66 60.86 11.4
Carpenter 35.66 24.91 60.57 40.27 30.36 70.63 16.61
Electrician 41 32.36 73.36 44 35.51 79.51 8.38
Iron Worker 35.5 35.73 71.23 37.66 43.88 81.54 14.47
Laborer 31.29 16.43  47.72 34.09 20.9 54.99 15.23
Painter 31.25 16.17  47.42 335 18.9 52.4 10.5
Plumber 38.87 22.35 61.22 42.95 24.86 67.81 10.76
Sheet Metal

Worker 37.71 25.96 63.67 40.99 31.81 72.8 14.34
Tunnel Worker 28.17 31.31 59.48 32.89 34.33 67.22 13.01

! Prepared by Karen Argenti, November 7, 2007

? (A-B)/Ax100=n

? Achieved Schedule of Prevailing Wages and Benefits, http://www.comptroller.nyc.gov/bureaus/bll/schedules_archives.shtm
* For the year 2004: http://www.comptroller.nyc.gov/bureaus/bll/2004 pdf files/220-Prevailing-Wage-Schedule-03to04.pdf
> For the year 2007: http://www.comptroller.nyc.gov/bureaus/bll/2007 pdf files/220PrevailingWageSchedule06-07.pdf




Cr, Cu, Mn, Mo, Ni, and Steel Price Drivers

By John F. Papp, Lisa A. Corathers, Daniel L. Edelstein, Michael D. Fenton, Peter H. Kuck, and
Michael J. Magyar

U.S. Geological Survey
Minerals Information Team
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Summary

This report contains the 55 slide images from a presentation made by the author at the meeting of
the Metal Powder Industries Federation held in Denver, CO, on May 15, 2007.

The Metal Powder Industries Federation (MPIF) invited the U.S. Geological Survey (USGS) to
speak at their annual meeting about the price drivers for chromium, copper, manganese,
molybdenum, nickel, and steel. These metals are of interest to MPIF because the prices of these
raw materials used by their industry were at historically high levels. Because the USGS closely
monitors, yet neither buys nor sells, metal commodities, it is an unbiased source of metal
price information and analysis.

The authors used information about these and other metals collected and published by the USGS
(U.S. production, trade, stocks, and prices) and about consumption and stocks internationally by
country from industry organizations that publish such information, because metal markets are
influenced by activities and events over the entire globe.

By seeking a common cause for common behavior among the various metal commodities,
the authors found that major price drivers on metal commodities were inflation, major
international events such as wars and recessions, and major national events such as the
dissolution of the Soviet Union in 1991 and economic growth in China, which started with
the open door policy in the 1970s but did not have significant market impact until starting
in the 1990s. Metal commodity prices also responded to commodity-specific events.

http://pubs.usgs.qgov/of/2007/1257/




http://pubs.usgs.gov/of/2007/1257/0fr2007-1257.pdf

Slide 9 The 6 representative metals (shown here in inflation adjusted dollars) show more clearly
that: (1) Measured in current dollars, prices have risen; however, measured in inflation-adjusted
dollars, prices in 2004 are quite similar to their historical values, marginally higher, or even less.
(2) Measured in current dollars, price fluctuations are greater than they used to be; however,
measured in inflation-adjusted dollars, price fluctuations are quite similar to historical fluctuations.
There is a pattern of fluctuating prices throughout the time period; however, there was relative
price stability in the central portion of the time period (about 1940-1960) owing to government
price controls and allocations during wartime. The greatest impact on price over the (1900-2004)
time period has been inflation.
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Slide 30

From a peak in 1995, copper price declined until 2003 when it started to increase. Copper mine
production rose over the 1995-2003 time period. 2003 is the year that copper stocks started to
decline.

Stocks are the buffer between production and consumption. They are the reservoir of material
that permits production and consumption to balance. Stock changes indicate the imbalance
between production and consumption.

Like that of the other metals, world copper mine production was increasing while copper price
was declining or steady. The stocks-price graph shows that demand got ahead of supply in 2003
when stocks dropped to near historic low levels and price rose. Stocks continued to decrease
until 2005.

The price drop in 1997 followed the discovery in 1996 that a rogue trader used trading company
money to maintain the price of copper. Copper is traded internationally and production,
consumption, and stock information are widely available. The copper market is relatively
transparent. The balance between production and consumption affects price; stocks changes
indicate the degree and direction of balance in the market. Demand is reduced by recessions;
supply can be delayed by long lead times for new facilities.

The strong relation between stock and price levels and changes suggests that an analysis
of the effect of an event on prices is incomplete without knowledge of stocks.
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