
Board of Minerals 
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523 East Capitol Avenue 
Pierre, South Dakota 57501-3182 
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Live audio of the meeting is available at http://www.sd.net 
 

AGENDA 
Board of Minerals and Environment 

Telephone Conference Meeting 
523 East Capitol Avenue 

Pierre, South Dakota 
 

October 19, 2023 
 
 

10:00 a.m. Central Time 
 
Call to order and roll call 
 
Approval of minutes from August 17, 2023, meeting 
 
Mining Issues Consent Calendar – Tom Cline 
 
Bentonite Performance Minerals LLC’s request for approval of its socioeconomic contractor for a large-
scale bentonite mine permit application pursuant to SDCL 45-6B-33.1 – Eric Holm 
 
Five-Year Update of Homestake Mining Company’s post closure bond for Permit Nos. 332 and 456 – 
Eric Holm 
 
Public comment period in accordance with SDCL 1-25-1 
 
Laurie Schultz oral biography 
 
Next meeting 
 
Adjourn 
 
The board packet is available on the South Dakota Boards and Commissions Portal at 
https://boardsandcommissions.sd.gov/Meetings.aspx?BoardID=67 
 
Interested parties may participate via telephone or in the DANR Large Conference Room, 523 East 
Capitol Avenue, Pierre, SD.  To participate via telephone please contact DANR at (605) 773-3886 no 
later than 4:00 p.m. Central Time on Wednesday, October 18, 2023.   
 
Notice is given to individuals with disabilities that the meeting is being held in a physically accessible 
location. Individuals requiring assistive technology or other services in order to participate in the meeting 
or materials in an alternate format should contact Brian Walsh, Nondiscrimination Coordinator, by calling 
(605) 773-5559 or by email at Brian.Walsh@state.sd.us as soon as possible but no later than two 
business days prior to the meeting in order to ensure accommodations are available. 



 

The audio recording for this meeting is available on the South Dakota Boards and Commissions 
Portal at http://boardsandcommissions.sd.gov/Meetings.aspx?BoardID=67 
 
 

Minutes of the 
Board of Minerals and Environment 
Telephone Conference Call Meeting 

523 East Capitol Avenue 
Pierre, South Dakota 

 
August 17, 2023 

10:00 a.m. Central Time 
 
CALL TO ORDER:  The meeting was called to order by Chairman Rex Hagg.  The roll was 
called, and a quorum was present.   
 
The meeting was streaming live on SD.net, a service of South Dakota Public Broadcasting.   
 
Chairman Hagg welcomed new board member Laurie Schultz.   
 
BOARD MEMBERS PRESENT:  Rex Hagg, Glenn Blumhardt, Gregg Greenfield, Gary Haag, 
Doyle Karpen, Bob Morris, and Laurie Schultz.   
 
BOARD MEMBERS ABSENT:  Jessica Peterson. 
 
OTHERS PRESENT:  Mike Lees, Roberta Hudson, Eric Holm, Tom Cline and Bret Graves, 
DANR Minerals, Mining, and Superfund Program; Matt Zietlow, Wharf Resources, Stephanie 
Kuntz, Marsh; Sam Keeran, Bureau of Land Management.   
 
APPROVAL OF MINUTES FROM JULY 20, 2023, MEETING:  Motion by Karpen, seconded 
by Greenfield, to approve the minutes from the July 20, 2023, Board of Minerals and 
Environment meeting.  A roll call vote was taken, and the motion carried unanimously. 
 
MINING ISSUES CONSENT CALENDAR:  Prior to the meeting the board received a copy of 
the consent calendar, which is a table listing the department recommendations for transfers of 
liability and releases of liability, transfer of liability and release of surety, transfers and releases 
of liability.  (See attachment) 
 
Tom Cline, Minerals, Mining, & Superfund Program, presented the consent calendar.   
 
In response to a question from Mr. Haag regarding the transfer of liability and release of surety 
from Fred Ludwig to Jared and Shantell Gross, Mr. Cline stated that Mr. Ludwig sold his 
property to the Gross’s.  He reclaimed all of the site except for a small portion that the Gross’s 
would like to take over.  Staff visited the site and determined that the small portion was less than 
an acre, which requires a $500.00 surety.   
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Motion by Karpen, seconded by Haag, to accept the department recommendations for releases of 
liability and surety, transfer of liability and releases of surety, transfer of liability, and releases of 
liability.  A roll call vote was taken, and the motion carried unanimously. 
 
ACCEPTANCE OF INCREASE TO RECLAMATION AND POSTCLOSURE BONDS FOR 
WHARF RESOURCES (USA), INC., MINE PERMITS 356,434, 435, 464,,476, AND 490:  Eric 
Holm noted that Matt Zietlow, Wharf Resources, and Stephanie Kuntz, Wharf’s bond broker 
from Marsh, were on the conference call. 
 
Mr. Holm reported that Wharf’s current reclamation surety includes bonds issued by five 
companies for a total of $58,246,100.   
 
At the July 20, 2023, meeting the Board of Minerals and Environment approved a $13,906,800 
increase to Wharf’s reclamation bond.  Wharf submitted a bond from Ascot Surety and Casualty 
Company to cover that amount, bringing the total reclamation surety to $72,152,900. 
 
Wharf’s current postclosure surety includes bonds issued by four companies for a total  of 
$38,396,200.   
 
At the July 20, 2023, meeting the board approved a $4,289,400 increase to Wharf’s postclosure  
bond.  Wharf submitted a  bond issued by Ascot Surety and Casualty Company to cover that 
amount, bringing the total postclosure surety to $42,685,600. 
 
Mr. Holm stated that Ascot Surety and Casualty Company is a certified company listed on the 
US Department of Treasury Circular.  The department reviewed the ratings for Ascot Surety and 
Casualty Company.  The company only has ratings from AM Best:  Financial strength A, long 
term A+ (excellent) and the outlook for the company is stable.   
 
The department recommendation for the reclamation surety increase for Wharf Resources is that 
the board accept Bond No. SURU2210000179, Ascot Surety and Casualty Company, in the 
amount of $13,906,800 increasing the reclamation bond amount to $72,152,900. 
 
The department recommendation for the postclosure increase for Wharf Resources is that the 
board accept Bond No. SURU2210000180, Ascot Surety and Casualty Company, in the amount 
of $4,289,400 increasing the post closure bond amount to $42,685,600.   
 
In response to a question from Mr. Morris regarding diversity in the bonding rather than Wharf 
Resources holding one bond, Stephanie Kuntz stated that, as a surety broker, Marsh is 
responsible to ensure that Wharf Resources’ entire bond portfolio across all of their mine sites is 
actively managed and continually reviewed to ensure that no one surety market is too heavily 
weighted.  It is very much purposeful to try to have an even spread of that surety exposure across 
Marsh’s surety partners.   
 
Chairman Hagg requested board action. 
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Motion by Morris, seconded by Haag, to accept Bond No. SURU2210000179, Ascot Surety and 
Casualty Company, in the amount of $13,906,800 increasing the reclamation bond amount to 
$72,152,900 for Wharf Resources (USA), Inc.’s Permit Nos. 356, 434, 435, 464, 476, and 490.  
A roll call vote was taken, and the motion carried unanimously.   
 
Motion by Blumhardt, seconded by Greenfield, to accept Bond No. SURU2210000180, Ascot 
Surety and Casualty Company, in the amount of $4,289,400 increasing the post closure bond 
amount to $42,685,600 for Wharf Resources (USA), Inc.’s Permit Nos. 356, 434, 435, 464, 476, 
and 490.  A roll call vote was taken, and the motion carried unanimously. 
 
Matt Zietlow extended Wharf Resources’ appreciation to DANR staff and the Board of Minerals 
and Environment for the diligent, thorough, and extensive work they have done regarding the 
Boston Expansion permit and the bond approval.   
 
PUBLIC COMMENT PERIOD IN ACCORDANCE WITH SDCL 1-25-1:  There were no 
comments from the public. 
 
NEXT MEETING:  The next meeting is scheduled for October 19, 2023. 
 
ADJOURN:  Motion by Karpen, seconded by Greenfield, to adjourn the meeting.  A roll call 
vote was taken, and the motion carried unanimously. 
 
 
 
 
              
Secretary, Board of Minerals  Date   Witness    Date 
   and Environment 
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         August 17, 2023 
License Holder License No. Site No. Surety Amount Surety Company or Bank  DANR Recommendation  

Release of Liability & Surety:     

David Braun 
Rosholt, SD 

10-897  $500 
$500 

First Interstate Bank, Rosholt Release liability and $1000. 

  897001 SW1/4 Section 34; T129N-R48W, Roberts County  

      

      

Harvey Fouberg 
Letcher, SD 

12-937  $1,000 CorTrust Bank, Mitchell Release liability and $1,000. 

  937001 E1/2 NE1/4 Section 35; T104N-R61W, Davison 
County 

 

      

      

Heavy Constructions Inc. 
Rapid City, SD 

93-504  $10,000 Western Surety Company Release liability and $10,000. 

  504001 S1/2 Section 34; T2N-R8E, Pennington County  
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         August 17, 2023 
License Holder License No. Site No. Surety Amount Surety Company or Bank  DANR Recommendation  

Transfer of Liability & Release of Surety:    

Fred Ludwig 
Aberdeen, SD 

00-710  $1,000 
$1,000 
$500 
$500 

Dacotah Bank, Aberdeen Transfer liability and release 
$3,000. 

  710002 SE1/4 Section 33; T124N-R64W, Brown County  

Transfer to:      

Jared & Shantell Gross 
Aberdeen, SD 

23-1127  $500 First Interstate Bank, 
Aberdeen 

 

      

      

Transfer of Liability:      

Morris Inc. 
Pierre, SD 

83-2  $20,000 United Fire & Casualty 
Company 

Transfer liability. 

  2053 NW1/4 Section 16; T121N-R74W, Walworth County  

Transfer to:      

Mathew Arbach 
Hoven, SD 

15-982  $8,000 
$4,000 

Plains Commerce Bank, Hoven  
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         August 17, 2023 
License Holder License No. Site No. Surety Amount Surety Company or Bank  DANR Recommendation  

Transfer of Liability:      

Simon Contractors of SD 
Inc. 
Rapid City, SD 

14-977  $20,000 Liberty Mutual Insurance 
Company 

Transfer liability. 

  977009 Portion of E1/2 Section 18 North of I-90 except 
N1/2 NE1/4 Section 18; T6N-R3E, Lawrence County 

 

Transfer to:      

Johner Gravel Inc. 
Spearfish, SD 

09-884  $1,000 
$1,000 
$4,000 
$2,000 
$1,500 
$10,500 

First Interstate Bank, 
Spearfish 

 

      

      

Dixie Veurink Trucking 
Mitchell, SD 

83-167  $20,000 Nationwide Mutual Insurance 
Company 

Transfer liability. 

  167037 Section 29; T105N-R65W, Aurora County  

Transfer to:      

Richard Markhardt 
White Lake, SD 

10-893  $2,123 
$4,500 

Farmers & Merchants State 
Bank, White Lake 
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         August 17, 2023 
License Holder License No. Site No. Surety Amount Surety Company or Bank  DANR Recommendation  

Release of Liability:      

Clausen & Sons 
Construction LLC 
Watertown, SD 

83-15  $20,000 Merchants Bonding Company 
(Mutual) 

Release liability. 

  15003 NW1/4 Section 31; T117N-R57W, Clark County  

      

      

Charles Mix County 
Highway Department 
Lakes Andes, SD 

83-22  EXEMPT NA Release liability. 

  22005 NW1/4 Section 35; T98N-R69W, Charles Mix 
County 

 

      

      

Day County Highway 
Department 
Webster, SD 

83-34  EXEMPT NA Release liability. 

  34020 Section 11; T121N-R53W, Day County  

      

      

Edmunds County Highway 
Department 
Ipswich, SD 

83-161  EXEMPT NA Release liability. 

  161011 SW1/4 Section 30; T122N-R66W, Edmunds County  
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         August 17, 2023 
License Holder License No. Site No. Surety Amount Surety Company or Bank  DANR Recommendation  

Release of Liability:      

Gregory County Highway 
Department 
Burke, SD 

83-171  EXEMPT NA Release liability. 

  171003 N1/2 Section 32; T95N-R70W, Gregory County  

  171004 SE1/4 Section 31; T97N-R72W, Gregory County  

  171005 NE1/4 Section 13; T97N-R73W, Gregory County  

  171006 N1/2 Section 9; T95N-R71W, Gregory County  

  171008 NW1/4 Section 3; T95N-R71W, Gregory County  

  171009 NW1/4 Section 7; T99N-R70W, Gregory County  

  171010 NE1/4 Section 1; T97N-R70W, Gregory County  

  171011 S1/2 Section 36; T98N-R70W, Gregory County  

  171014 NE1/4 Section 24; T97N-R73W, Gregory County  
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         August 17, 2023 
License Holder License No. Site No. Surety Amount Surety Company or Bank  DANR Recommendation  

Release of Liability:     

Haakon County Highway 
Department 
Philip, SD 

83-40  EXEMPT NA Release liability. 

  40006 NE1/4 Section 20; T6N-R18E, Haakon County  

  40007 Section 2; T7N-R22E; Haakon County  

  40025 S1/2 Section 31; T2N-R25E, Haakon County  

  40028 S1/2 Section 36; T2N-R24E, Haakon County  

  40029 S1/2 Section 18; T7N-R21E, Haakon County  

  40031 W1/2 Section 14; T7N-R23E, Haakon County  

      

Perkins County Highway 
Department 
Bison, SD 

83-91  Exempt NA Release liability. 

  91013 E1/2 SE1/4 Section 31; T17N-R13E, Perkins County  

  91018 SW1/4 Section 20; T17N-R11E, Perkins County  

  91024 E1/2 SW1/4 Section 29; T17N-R12E, Perkins 
County 

 

  91025 SE1/4 Section 9; T16N-R16E, Perkins County  

  91028 SE1/4 Section 30; T16N-R11E, Perkins County  

  91029 NW1/4 Section 21 & SW1/4 Section 16; 
T13N-R10E, Perkins County 
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         August 17, 2023 
License Holder License No. Site No. Surety Amount Surety Company or Bank  DANR Recommendation  

Release of Liability:      

Walworth County Highway 
Department 
Selby, SD 

83-7  EXEMPT NA Release liability. 

  7033 SW1/4 Section 13; T124N-R76W, Walworth County  

      

      

Ziebach County Highway 
Department 
Dupree, SD 

83-246  EXEMPT NA Release liability. 

  246015 SE1/4 Section 20; T13N-R22E, Dewey County  
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 August 17, 2023 
Permit Holder Permit No. 

  
Surety Amount Surety Company or Bank DANR Recommendation  

Acceptance of Reclamation Bond Increase for Wharf Resources (USA), Inc.:  

Wharf Resources (USA), Inc. 
Lead, SD 

356, 434, 
435, 464, 

476, & 490 

$13,906,800 Ascot Surety & Casualty Company Accept Bond No. 
SURU2210000179, Ascot Surety 
& Casualty Company, in the 
amount of $13,906,800 
increasing the reclamation bond 
amount to $72,152,900. 

     

     

Acceptance of Post Closure Bond Increase for Wharf Resources (USA), Inc.:  

Wharf Resources (USA), Inc. 
Lead, SD 

356, 434, 
435, 464, 

476, & 490 

$4,289,400 Ascot Surety & Casualty Company Accept Bond No. 
SURU2210000180, Ascot Surety 
& Casualty Company, in the 
amount of $4,289,400 
increasing the post closure bond 
amount to $42,685,600 
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         October 19, 2023 
License Holder License No. Site No. Surety Amount Surety Company or Bank  DANR Recommendation  

Release of Liability & Surety:     

Kilby Trucking 
Faith, SD 

02-749  $500 State Bank of Eagle Butte, 
Eagle Butte 

Release liability and $500. 

  749001 S1/2 Section 12; T8N-R14E, Meade County  

      
      

Floyd Morrison 
Mitchell, SD 

06-827  $500 
 

$500 

Palace City Federal Credit 
Union, Mitchell 
Fulton State Bank, Mitchell 

Release liability and $1,000. 

  827001 N1/2 Section 22 & N1/2 Section 23; T104N-R60W, 
Davison County 

 

      
      

John Oban 
Roscoe, SD 

03-769  $500 First National Bank, Pierre Release liability and $500. 

  769001 NE1/4 Section 9; T122N-R73W, Edmunds County  

      
      

William J. Sutton 
Burke, SD 

06-830  $1,000 First Fidelity Bank, Burke Release liability and $1,000. 

  830001 SE1/4 Section 12; T97N-R70W, Gregory County  
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         October 19, 2023 
License Holder License No. Site No. Surety Amount Surety Company or Bank  DANR Recommendation  

Release of Liability & Surety:     

Matthew R. Vogel 
Aberdeen, SD 

13-956  $1,000 First State Bank, Aberdeen Release liability and $1,000 

  956001 SW1/4 Section 18; T121N-R64W, Brown County  

      
      

Transfer of Liability & Release of Surety:    
Gregory Schimkat 
Naperville, IL 

11-927  $1,000 Farmers State Bank, Marion Transfer liability and release 
$1,000. 

  927001 E1/2 Section 20; T100N-R53W, Turner County  

Transfer to:      
Rechnagel Construction, 
Inc. 
Hurley, SD 

83-135  $20,000 United Fire & Casualty 
Company 

 

      

      
Transfer of Liability:      

Lyman County Highway 
Department 
Kennebec, SD 

83-215  EXEMPT NA Transfer liability. 

  215008 SW1/4 Section 21; T106N-R71W, Lyman County  
Transfer to:      

Cherie & Cody Lafferty  
Reliance, SD 

93-480  $3,500 BankWest, Gregory  
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         October 19, 2023 
License Holder License No. Site No. Surety Amount Surety Company or Bank  DANR Recommendation  

Release of Liability:      

Bawek Construction 
Grenville, SD 

83-121  $20,000 Bank of Hoven, Conde Release liability. 

  121003 W1/2 SW1/4, SE1/4 SW1/4 Section 10; 
T120N-R59W, Day County 

 

  121005 NW1/4 Section 12; T119N-R59W, Clark County  

      
      

Fisher Sand & Gravel 
Company 
Dickinson, ND 

83-54  $20,000 Liberty Mutual Insurance 
Company 

Release liability. 

  54030 W1/2 NW1/4 Section 19; T8N-R6E, Butte County  
      

      
Wayne Swenson 
Watertown, SD 

01-715  $2,000 DNB National Bank, Clear Lake Release liability. 

  715001 NE1/4 SE1/4 Section 9; T117N-R50W, Deuel 
County 

 

      
      

Miner County Highway 
Department 
Howard, SD 

83-177  EXEMPT NA Release liability. 

  177022 S1/2 Section 15; T105N-R57W, Miner County  
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 October 19, 2023 
Permit Holder Permit No. 

  
Surety Amount Surety Company or Bank DANR Recommendation  

Five-Year Update of Post Closure Financial Assurance:   
Homestake Mining Company 
Central City, SD 

332 & 456 $61,271,809 Federal Insurance Company Increase the Post Closure bond 
amount to $80,201,732. 

     

     
     

     
     

     
     

     
     

     
     

     
     

     
     

     
     

 





















South Dakota Department of Agriculture 
and Natural Resources

Homestake Mining Company 
Updated Postclosure Financial 

Assurance 

October 19, 2023
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Postclosure 

• Board approved 100-year postclosure period in 
May 2006 

• Required five-year reviews of the postclosure 
financial assurance completed in 2012 and 2017

• DANR reviewed and recalculated Homestake’s  
postclosure financial assurance during this last 
five-year review  

• Covers water management and treatment, 
monitoring, and maintenance of postclosure 
areas         
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Inflation and Discount Rates
• Decided to take a hard look at inflation and 

discount rates used in present worth 
analysis  

• In November 2022, Homestake asked 
Barrick’s financial advisor Verus to 
analyze inflation and discount rates 

• In February 2023, Verus submitted 
analysis recommending 2.3 percent 
inflation rate and 5 percent discount rate   

3



Inflation and Discount Rates
• DANR asked SD State Investment Council 

to review Verus analysis   
• State Investment Council reviewed 

analysis and developed the following 
comments    

4



Inflation and Discount Rates
• Inflation Rate   

– Disagreed with Verus’ 2.3 percent rate based 
on Consumer Price Index (CPI)

– Reclamation and water treatment inflation has 
historically exceeded CPI by 1 percent

– Recommended 3.3 percent inflation rate   
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Industry Specific Inflation Data Alternatives
Inflation Alternatives 5 yr Avg 10 yr Avg 20 Yr Avg 30 Yr Avg

CPI1 3.63% 2.48% 2.48% 2.49%

Engineering News Record Construction Cost Index2 3.93% 3.42% 3.51% 3.26%

US Bureau of Reclamation O&M Cost Index3 3.90% 3.42% 3.57% 3.08%

Construction Materials Index4 9.45% 5.48% 4.71% 3.56%

Construction Machinery and Equipment Index5 4.49% 2.98% 3.14% 2.58%

Private Industry Construction Workers Index6 3.46% 2.78% 2.55%

Construction Sand and Gravel Mining Index7 5.71% 4.92% 4.78% 4.26%
Power Cranes, Draglines, Excavators Index8 3.94% 2.60% 2.52%

Average of Other Cost Index Measures 4.98% 3.65% 3.54% 3.35%
Difference between Avg ‐ CPI 1.35% 1.18% 1.06% 0.86%

Difference between Burea of Reclamation O & M 
Cost Index ‐ CPI 0.27% 0.94% 1.09% 0.59%

Difference between ENR Construction Cost Index ‐ CPI 0.30% 0.94% 1.03% 0.77%

Source: 1US Bureau of Labor Statistics, 2(https://www.enr.com/economics), 3(https://www.usbr.gov/assetmanagement/cost.html), 
4(https://fred.stlouisfed.org/series/WPUSI012011), 5(https://fred.stlouisfed.org/series/WPU112#0), 
6(https://fred.stlouisfed.org/series/ECICONWAG), 7 (https://fred.stlouisfed.org/series/PCU212321212321),
8(https://fred.stlouisfed.org/series/PCU33312033312011) 6



Inflation and Discount Rates
• Discount Rate   

– 5 percent rate not feasible without taking 
credit risk for which there is no backstop  

– Forfeited financial assurance placed into 
Cash Flow Fund in State Treasury 

– 30-year US Treasury Bond rate at end of 
February 2023 was 4 percent with lower credit 
risk

– Recommended a 4 percent discount rate      
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Inflation and Discount Rates
• March 28, 2023 Teams Meeting    

– DANR  
– SD State Investment Council  
– Homestake 
– Verus

• Discussed Investment Council review of 
Verus Analysis

• Use Investment Council’s 4 percent 
discount rate and 3.3 percent inflation rate       
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Inflation and Discount Rates
• On April 13, 2023, DANR sent Homestake 

revised calculation with 4 percent discount 
rate and 3.3 percent inflation rate        

• Homestake requested another look at the 
inflation and discount rates 

• DANR required response by July 31, 2023   
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Inflation and Discount Rates
• On July 25, 2023, Homestake requested   

– Use 4.2 percent discount rate and 3 percent 
inflation rate in calculation 

– Review inflation and discount rates every 
three years        

• South Dakota Investment Council 
reviewed and agreed to Homestake’s 
request    

10



Postclosure Financial Assurance

• Requesting approval of update to 
Homestake’s postclosure financial assurance

• Used 4.2 percent discount and 3 percent 
inflation rates 

• Period reduced to 83 years, ends in 2105
• Credit given for activities completed to year 17 

• Used Homestake’s actual water treatment 
and maintenance costs   
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Postclosure Financial Assurance

Updated Financial Assurance        $80,201,732
Current Financial Assurance $61,271,809        

Additional Financial Assurance $18,929,923

12



Postclosure Financial Assurance  
Reasons for Increase 

• Reduction of Discount Rate from 5 percent to 
4.2 percent 

• Inflation
– Labor, heavy equipment, & seed costs
– Water treatment, water sampling and analysis costs  
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Postclosure Financial Assurance 
Assumptions

• Based on perpetual water treatment 
calculations developed by other state and 
federal agencies

• Present worth analysis of annual costs 
adjusted for inflation 

• Postclosure bond is sum of present worths 
• Water treatment ends in adjusted year 83   
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Postclosure Financial Assurance  
Annual Operation and Maintenance 

Costs
East Waste Rock Depository (EWD)
Slope & Road Maintenance $17,973

Open Cut & EWD Stability Monitoring $  6,000

Site Caretaker/Water Sampler $71,590

Weed Control $  8,704     

Vehicle (Every 10 Years) $32,000

Vehicle Fuel/Maintenance $  7,357

15



Postclosure Financial Assurance  
Operation and Maintenance

Year 2091 (Adjusted year 69) 
• $1 million contingency to cover water treatment in Open Cut
• Based on the current model, the Open Cut would eventually 

fill with water if the underground lab is shut down.  The model 
indicates that water quality will be good and will not require 
treatment.   However, $1M to cover water treatment in Open 
Cut was included in Year 2091 as a contingency    
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Postclosure Financial Assurance  
Operation and Maintenance Annual 

Indirect Costs

Mobilization* 5%
Contractor Overhead 8%
State Excise Tax 2%
Contractor Profit 10%
Contingency 5%
Administration 5% 
Engineering/Consulting 1%
Scope and Bid* 5% 

*Applied every 10 years beginning in year 18 (adjusted year 1)
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Example 
Year 2033 Direct Cost $143,624
Mobilization (5%) $    7,181
Contractor Overhead (8%) $  11,490 
State Excise Tax (2%) $    2,872
Contractor Profit (10%) $  14,362 
Contingency (5%) $    7,181 
Administration (5%) $    7,181
Engineering/Consulting (1%) $    1,436
Scope and Bid (5%) $    7,181 
Total $202,508
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Blacktail Water Treatment Plant – Pictorial Description of 
Discharge 

 

Waste Rock Water 
Collection System 

to Feed Pond 

Multimedia Filters 
 

Immobilized Cell 
Bioreactors 

(ICB’s) 

Lead Deadwood 
Sanitary District 
sewer system to 

POTW 

Reverse Osmosis (RO) 
Units 

Outfall 013 to 
Deadwood Creek 

Permeate Concentrate 
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Postclosure Financial Assurance  
Water Treatment Costs

BioPlant Reagents $   11,604
RO Reagents $ 151,957
Electricity $ 148,953
Natural Gas $   20,744
Lead Deadwood Sanitary District $   98,483
Lead City Water $     4,922
Plant & Conveyance System O&M $   20,768
Water Treatment Plant Assay $     6,720 
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Postclosure Financial Assurance  
Water Treatment Costs

Annual Labor 

Three Plant Operators $ 193,565
Plant Manager $   93,850
Outside Contractors $   40,000

Total Annual Plant & Labor Costs $ 791,566
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Postclosure Financial Assurance  
Water Treatment Costs

Other Costs 

Every 25 Years   
Reline Ponds $ 914,760
Overhaul Water Treatment Plant  $ 895,466

Year 2105 (adjusted year 83)  
Remove Water Collection System $ 200,000
Plug Four Monitoring Wells & Nine
Piezometers $   20,929
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Postclosure Financial Assurance  
Water Treatment Costs

• Since LAC’s water treatment plant is controlled 
remotely at Homestake’s Blacktail Treatment 
Plant, plant manager and operator costs are 
covered under Homestake’s postclosure financial 
assurance

23



Postclosure Financial Assurance  
Water Treatment Indirect Costs

Mobilization* 5%
Contractor Overhead 8%
State Excise Tax 2%
Contractor Profit 10%
Contingency 10%
Administration 5%
Engineering/Consulting* 3%
Scope and Bid* 5%

*Applied every 10 years beginning in year 18 (adjusted year 1)
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Postclosure Financial Assurance   
Annual Monitoring Costs

Water Sample Analysis  $ 40,863

Aquatic/Biologic Monitoring $ 40,000
(Postclosure Years 22, 27, 32, & 37)

Water Sampling Equipment         Varies from $4,399 to $11,579
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Postclosure Financial Assurance   
Monitoring Indirect Costs

Mobilization* 5%
Contractor Overhead 8%
State Excise Tax 2%
Contractor Profit 10%
Contingency 5%
Administration 5%
Scope and Bid* 5% 

*Applied every 10 years beginning in year 18 (adjusted year 1)
Not applied to analysis costs 
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Postclosure Financial Assurance Office 
Costs

Computer (Every 10 Years) $  1,500
Office Supplies $  1,800
Insurance $10,000
Utilities  $11,325
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Postclosure Financial Assurance Office 
Indirect Costs

Contingency 10%
Administration 1%
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Postclosure Financial Assurance
Present Worth Analysis

• Need to determine a lump sum amount that 
deposited today will cover the postclosure costs 
for 83 years

• A present worth analysis will determine a 
present value (today’s dollars) for a future value 
(inflated value)
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Postclosure Financial Assurance
Inflation Adjustment 

• Each total annual cost (dire3ct + indirect) is first 
adjusted for inflation

• Future value (FV) of each annual cost calculated 
using 3.0% inflation factor

• FV = (1+i)t x Annual Cost where:
• i = 0.03   (3.0% /100)
• t = year
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Postclosure Financial Assurance
Present Worth Analysis

• The present worth brings the future value 
(inflated value) back to today’s dollars 

• The present worth of each inflated value is 
calculated using a discount rate of 4.2%    

• PV = 1/(1+i)t x Inflated Value where: 
• i = 0.042  (4.2% / 100)
• t = year  
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Postclosure Financial Assurance  
Present Worth Analysis

• Year 1 of adjusted postclosure period is 
year 18 of the project period

• Escalation and present worth factors begin 
at year 18, or adjusted first year of 
postclosure period after Year 1 through 17 
credit applied  
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Postclosure Financial Assurance
Present Worth Analysis Example

• Annual Cost (Year 4) $1,313,684
• Escalation Factor (1+0.03)4 1.1255
• Escalated Amount $1,478,562
• Present Worth Factor 1/(1+0.042)4 0.8483
• Present Worth Amount $1,254,205
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Postclosure Financial Assurance
Present Worth Analysis

∑ PV (Year 1 to Year 83) = $76,969,033

Face Value in Year 2023
$76,969,033 x (1+0.042)1     = $80,201,732
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Adjustment of Face Value in Future 
Years 

Face Amount in Given Year
$80,201,732 2023 Dollars 
$82,004,927 2024 Dollars
$84,000,056 2025 Dollars
$86,035,509 2026 Dollars
$88,108,340 2027 Dollars
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Postclosure Financial Assurance
Instrument 

• After the board approves the amount of the 
updated postclosure financial assurance, 
Homestake will submit a surety bond rider with 
the new amount

• The surety bond rider will be presented to the 
board for approval at its next meeting     
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Postclosure Financial Assurance

DENR Recommendation:
Approve increase in Homestake’s revised 
postclosure financial assurance for 2023 
from $61,271,809 to $80,201,732 
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