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Appendix A 

 

ASSUMPTIONS for the  
POSTCLOSURE FINANCIAL ASSURANCE COST ESTIMATE  

Richmond Hill Mine Surface Mine Permit Nos. 445 and 460 
Central City, South Dakota 

 

May 2015 Page 1 of 7 

General Assumptions 

 
1. The postclosure bond calculation is based on perpetual water treatment calculations 

developed by various state and federal agencies. Annual costs are first escalated at an 
annual inflation rate of 3 percent. The present worth of the escalated cost is then applied 
at an annual discount rate of 5 percent. These rates were selected based on historic 
inflation and discount rates and an historic spread of 2 percent between inflation and 
discount rate according to the South Dakota Investment Council. The first year 
postclosure bond amount of $19,667,216 was calculated by adding together the present 
worth values for each year of the 100 year postclosure period used in the calculation. 

 
2. The calculations are based on the actual cost that would accrue to the state if it had to hire 

a third party contractor to treat water and conduct operation and maintenance activities 
during the postclosure period and reclamation of the remaining facilities in Year 95 of the 
postclosure period. 

 
3. In the calculations, different indirect costs are applied separately to the direct operation 

and maintenance and water treatment costs instead of one indirect cost being applied to 
the sum of all three direct costs. Each indirect cost is explained further in the sections 
below. The escalation and present worth factors have been applied to the indirect costs. 

 
 
Operation and Maintenance Assumptions 

 
1. An annual cost of $10,000 was used for road maintenance and snow removal for the 100 

year postclosure period. 
 
2. An annual cost of $5,000 was used for weed control for the 100 year postclosure period. 
 
3. A cost of $25,000 was assumed to purchase a vehicle for the mine site every 10 years, 

starting in Year 1. 
 
4. A site caretaker, at an annual calculated salary of $43,992 would do general site 

maintenance, collect surface and ground water samples, and conduct other tasks at the 
mine site. The caretaker would be at the mine site 8 hours each day and 5 days each week 
through the 100 year postclosure period (see Attachment A4, Table A4-1). 

 
5. An annual cost of $2,000 was assumed to repair the various pond liners at the mine site 

during the postclosure period. In addition, a cost of $1,240,000 was used to replace liners 
in the Stormwater, Pregnant, and Spruce Gulch Ponds every 25 years, beginning in Year 
5. 

 


































































































































































































































































