
Montrose, SD Green Project Business Case 
 
Green Reserve Project Type 
The town of Montrose, SD distribution system improvements project in being funded in part 
through the Drinking Water State Revolving Fund Loan (DWSRF) Program.  The town of 
Montrose currently provides water service to approximately 443 people.  The project proposes to 
replace 4-inch cast iron pipe water lines with polyvinyl chloride (PVC) pipe and increase line 
sizes to a minimum of 6-inch diameter. Other improvements include 20 new fire hydrants and 
approximately 34 new gate valves.  Because of the age and condition of the current distribution 
system, and considering the water loss average rate of 48 percent, replacing the water lines is 
critical to improving the water distribution throughout the city.  The project will also address 
unaccounted for water loss rate which is higher than the industry-accepted limit of 15 percent.  
Replacing the water distribution system can be considered ‘green’ for water efficiency. 
 
 Documents submitted and reviewed by the State: 

1. “Engineering Study for Water Distribution Improvements, City of Montrose South 
Dakota,” by East River Engineering, July 2010 

 
 
List of eligible Green Project Reserve components: 

1. Line replacement = $989,000.00 
2. Auto Read Water Meters = $80,500.00  (categorical)  
3. Total project cost = $1,069,500.00 
4. Total DWSRF Loan/Principal Forgiveness = $893,000/$593,000 
5. Total project cost eligible for Green Project Reserve = $893,000 

 
Green Reserve Project – Categorical Project: 
The line replacement portion of the project is not considered categorically green as defined by 
the 2010 Clean Water and Drinking Water State Revolving Fund 20% Green Project Reserve:  
Guidance for Determining Project Eligibility (April 21, 2010). 
 
Green Reserve Project – Business Case Evaluation: 
As stated in the USEPA April 21, 2010 Guidance for Determining GPR Eligibility, for 
traditional projects that are not categorically green, for the project, or components of the project, 
to be counted towards the 20 percent requirement, the State project files must contain 
documentation that a clear business case for the project (or portion) investment includes 
achievement of identifiable and substantial benefits that qualify as Green Project benefits.  The 
documentation should reference to a preliminary engineering or other planning document that 
makes clear that the basis upon which the project (or portion) was undertaken included 
identifiable and substantial benefits qualifying for the Green Project Reserve.  
 
Green Project Reserve Type: 
This project meets the water efficiency and energy efficiency components of the Green Reserve 
guidance.  
 



Type Component Evaluation: 
The water distribution system in the town of Montrose needs improvement.  Although the 
original age of the water lines is unknown, the poor performance of the water line can be linked 
to the prevalence of aged 4-inch cast iron pipe (CIP) water main located throughout the city.  The 
town’s water is supplied by the Kingbrook Rural Water System.  The water is metered by the 
Kingbrook Rural Water System prior to entering the town’s distribution system.  Based on the 
2009 water usage records, the town of Montrose experienced an average of 48.33 percent water 
loss.  The project will replace all 4 inch cast iron and PVC water main with a 6- and 8-inch PVC 
water main.  Only the replacement of the cast iron lines will apply toward the Green Project 
Reserve. 
 
Other improvements include the installation of up to 20 new hydrants and approximately 34 new 
gate valves.  This project will improve the distribution of water throughout the city and reduce 
unaccounted for water loss rates to within the industry accepted standard of 15%. 
 
Financial Component Evaluation: 
The project was chosen because it will reduce unaccounted-for water losses to an acceptable 
level.   In addition, water quality will be improved throughout the entire system.  The City pays 
Kingbrook Rural Water System $2.25 per 1,000 gallons of water.  The average amount of water 
purchased per month is approximately 1,309,727 gallons, along with 300,000 gallons supplied 
from the city well, of which 48 percent of the total water, or 778,000 gallons on average, are 
wasted.  The water system study for Montrose assumes that 50 percent of losses are attributable 
to water being lost from the distribution system.  Un-metered usage and under reading meters are 
assumed to account for the remaining water loss.  Using the assumption, the amount of water 
from the rural water system that will be recaptured monthly as a result of replacing the cast iron 
lines will be approximately 314,335 gallons.  As a result, the city will realize a savings of 
$707.25 per month, or $8,487.00 per year as a result of the line replacement portion of the 
project.  
 
The city has spent approximately $16,000 since 2008 to repair water line breaks.  The frequency 
of breaks, and the cost of repairs, will increase as the system ages.   
 
Green Reserve Project – Evaluation Conclusion: 
The State has determined that this business case identifies clear and substantial technical and 
financial benefits in accordance with USEPA guidance.  As noted above, the green portion of the 
project will be $893,000.  The State contact is Mike Perkovich at 605-773-3128 or 
mike.perkovich@state.sd.us.  
 



 



 



 



 


