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REVISED MEMORANDUM

To: Paul Brunner, Executive Director, Three Rivers Levee Improvement Authority
From: Seth Wurzel

Subject:  Revised TRLIA Feather River Levee Improvement Project First Quarterly
Progress Report Budget Information; EPS #16497-6

Date: September 15, 2008

This memorandum is a revision to the August 21, 2008 Memorandum regarding
TRLIA’s First Quarterly Progress Report Budget Information. The cost information has
been revised to correct for errata in the actual costs incurred by TRLIA for the project
after review by DWR staff. This memorandum has been prepared by Economic &
Planning Systems (EPS) at the request of Three Rivers Levee Improvement Authority to
supplement their First Quarterly Progress Report (QPR) submitted to the State of
California 2008 for the Feather River Levee Improvement Project. Per Section 6 of
TRLIA’s First QPR, the required cost and budget information will be provided under
separate cover to the Department of Water Resources (DWR) as supplement to the QPR.

This memorandum includes two sets of tables that present the following two analyses:

1. Quarterly Work Plan Reconciliation - A reconciliation of the First Quarterly
Work Plan Budget to actual expenses incurred and the associated advance of
the State Share provided through Advance Invoice #1 pursuant to Section
14.C of the Funding Agreement.

2. Cost and Funding Status Through the First Quarter - A summary of the
total costs incurred since November 6, 2006 through June 30, 2008 and a
comparison of those costs incurred to the Overall Work Plan Budget
provided as Exhibit A to the State Funding Agreement.
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TRLIA Feather River Levee Improvement Project First
Quarterly Progress Report Budget Information; EPS #16497-6
September 15, 2008

#1 - QUARTERLY WORK PLAN RECONCILIATION

The following tables provide detailed information regarding the costs incurred for each
Element and Feature during the 1st Quarter (effective date of the agreement through
June 30, 2008). The tables show the State Share of eligible expenses net of the required
10% withholding of the State Share and compares this amount to the funding received
by TRLIA from the State through the 1¢t Quarter. Real Estate costs (Element 1) and
funding are shown separately from the costs and funding for Elements 2 through 7.

The following presents a summary of the conclusions of these tables:

Reconciliation Summary (Elements 2 through 7)

Total State Share of Expenses Incurred During 1st Quarter $5,287,677
10% Required Retention -$528,768
State Share Net of Retention $4,758,910
Funding Received for State Share (through Advance & Credit) $10,610,739
Difference equals Balance of State Funding Received $5,851,825
Required Reduction from Future Quarterly Advance -$5,851,829

Based upon this information, the State should have deducted $5,851,829 from the Second
Quarterly Advance (Advance Invoice #2) per the procedures outlined in Section 14.C of
Agreement. On July 15, 2008, the state made a preliminary determination, based upon
cost information received as of that date that TRLIA should have $7,256,372 deducted
from its Second Quarterly Advanced. The result is that $1,404,543 was deducted in
excess of the amounts calculated in the following tables.
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TRLIA Feather River Levee Improvement Project First
Quarterly Progress Report Budget Information; EPS #16497-6
September 15, 2008

#2 — COST AND FUNDING STATUS THROUGH THE 157
QUARTER

The following set of tables present the status of the project as it relates to the Overall
Work Plan (Exhibit A to the Funding Agreement). In summary, through June 30th,
TRLIA has incurred expenses for the project which represent 31.0% of the total budget
for Elements 1 through 7 ($55.2 million of the $178.2 million dollar total budget eligible
for State Sharing). The State has funded 28.3% of its share of the Overall Budget through
the 1st Quarter ($39.3 million of $138.51 million).

Following this table set is an analysis of project expenses incurred to date and a
discussion regarding proposed adjustments to the Overall Work Plan Budget (Exhibit A)
based upon the current remaining budgets after the first quarter’s expenses.

1 1 16497 Revised 1st QPR Financial Document 9-15-08.doc
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TRLIA Feather River Levee Improvement Project First
Quarterly Progress Report Budget Information; EPS #16497-6
September 15, 2008

ANALYSIS OF PROJECT EXPENSES INCURRED TO DATE

Through examination of the prior tables, TRLIA has concluded that there are four areas
of adjustment needed to the Overall Budget. These areas relate to the budgets expended
thus far and status of the specific feature’s completion relative to the project. They are as
follows;

Element 2 Feature 1.2 -Permitting

As of June 30, 2008, TRLIA has expended $439,091 in excess of the Overall Work Plan
Budget for the feature. TRLIA proposes to shift project budget from another element
and feature to fund these additional costs.

Element 5 Feature 1.3 —Right of Way Support

TRLIA has incurred expenses and submitted $13,183 of expenses to the State for sharing
in excess of the State Share for the Feature included within the Overall Work Plan
Budget. The State Share of costs for this Feature was reduced due to the exclusion of
certain expenses at the time of TRLIA eligibility determination for the grant funding.
The Total Overall Work Plan budget, however, includes these ineligible costs and shows
that they will be funded from the Local Share of funds. Since the State Share of costs
funded to date are in excess of the State Share’s budget, TRLIA proposes to shift the
State Share of budget from another element and feature to fund these additional costs.

Element 5 Feature 3 —Construction

As discussed in TRLIA’s First QPR, Segment 3 construction has experience delays and
resulting change orders from the contractor. As indicated in the QPR the two change
orders totaled $453,450 (Change Order 4a for $417,450 for fuel and contract extension
time and Change Order 4b for $36,000 for labor and phasing cost increases for delay).
The QPR indicated that these cost increases will be covered from project contingencies
and budget adjustments between elements and features.

Element 7 All Features

TRLIA has invoiced to the State 75.0% of this Element’s Total Budget in the first quarter.
In certain features (2 & 3, Consulting & Legal respectively) TRLIA has exceed the
Overall Work Plan Budget as of the 1st Quarter. TRLIA proposes to shift project budget
from another element and feature to increase the budget for this entire element.

OVERALL WORK PLAN BUDGET ADJUSTMENTS

TRLIA has prepared the attached tables which present a proposed revision to the
Overall Work Plan Budget that addresses the budget concerns outlined above. TRLIA
has maintained the Total, Local, and State Share Budgets within the Overall Work Plan
Budget.
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Element 2 Feature 1.2 —Permitting

TRLIA proposes to increase this feature’s total budget by $500,000 ($414,123 State Share
and $85,877 Local Share) by decreasing the Element 1 Feature 1 budgets proportionately.
This adjustment will cure the over budget expenses and provide additional budget to
assist in the certification of the improvements.

Element 5 Feature 1.3 —-Right of Way Support

TRLIA proposes to increase the Total and State Share of this feature’s budget by $76,000
by decreasing the Element 1 Feature 1 budgets proportionately. This adjustment will
provide additional State Share budget to all future expenses in this feature to be cost
shared with the State.

Element 5 Feature 3 —Construction

TRLIA proposes to increase this feature’s total budget by $453,450 ($317,450 State Share
and $136,035 Local Share) by decreasing the Element 1 Feature 1 budgets
proportionately. This adjustment will provide the additional budget required for the
change orders requested.

Element 7 All Features

TRLIA proposes to increase the Total (State Share and Local share) budget of the entire
element by $1,000,000 ($763,198 State Share and $236,802 Local Share) by further
reducing the Element 1 Feature 1 budgets proportionately. This adjustment will provide
additional budget for Element 7 which is required to support the overall project. The
consultant and legal budgets accordingly will be increased to cure the over budget
status of these features.
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TRLIA Feather River Levee Improvement Project First
Quarterly Progress Report Budget Information; EPS #16497-6
September 15, 2008

ASSOCIATED PROJECT ELEMENTS

TRLIA has reviewed the Associated Element Budgets and expenses incurred through
June 30t and provided the following table to show the funding and budget status of this
work. At this time, TRLIA’s expenses are within the Overall Work Plan Budget. TRLIA
is currently continuing to incur expenses and move forward with this work. TRLIA
does expect, in the future, to incur expenses in excess of the current budget due to
change orders. TRLIA will address this additional expense within locally funded project
contingencies and provide additional detail at a later date.
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