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1.0 BACKGROUND

1.1 Purpose

The purpose of this feasibility study is to provide information demonstrating the San Luis
Valley Water Conservancy District’s (District) need for a loan and its ability to repay
such a loan. The loan will be used to purchase additional water rights through its Water
Activity Enterprise for inclusion in its Water Augmentation Program (Augmentation
Program), which the District operates within a portion of the San Luis Valley and the
upper Rio Grande Basin in Colorado.

The District was organized pursuant to the Water Conservancy Act, Colorado Revised
Statutes § 37-45-101, on November 14, 1949 by District Court in Alamosa. The District
originally included the cities of Alamosa, Monte Vista, Del Norte, Center and Hooper as
well as a patchwork of farm and ranch land that had petitioned into the new District. The
District’s initial purpose was to construct a reservoir on the Rio Grande, and the preferred
site was at Wagon Wheel Gap. The reservoir was never built. Because of disagreements
concerning the location of a new reservoir and other problems, the District languished
until the 1980’s. In January 1984, the District’s Board of Directors decided to expand the
boundaries and focus on establishing a central Augmentation Program for development
within the Upper Rio Grande Basin. In 1984 the District obtained Water Court approval
of a plan for augmentation in Case No. 84CW16. Since approval of the first case,
augmentation water has been added to the Augmentation Program through subsequent
Case Nos. 94CW62, 03CW4, 05CW13 and 07CW63, and pending Case No. 09CW34.

After 1984, in addition to operating its Augmentation Program, the District has sponsored
several studies funded largely by grants from the Colorado Water Conservation Board
(CWCB). These studies include the Rio Grande Water Supply Study (Potential Reservoir
Sites), San Luis Valley Confined Aquifer Study, Groundwater Recharge and
Management Study and Rio Grande Headwaters Restoration Study. Work on the Rio
Grande Restoration Project continues with landowner cost sharing and funding through
Federal and State (Water Supply Reserve Account) grant programs and from local
government and private entities.

After enactment in 1993 of the Water Activities — Enterprise Status Act, §§ 37-45.1-101
et seq., the District established such an Enterprise to facilitate the acquisition of
augmentation water for its Augmentation Program and to fulfill the purposes of the Act
as set forth in §37-45.1-101 (1). As is discussed in more detail below, revenue to the
District consists of a current ad valorem tax of 0.483 mils and income from augmentation
water sales and maintenance fees.

1.2 Service Area Description
The District’s boundaries were expanded in 1984, by the District Court, and originally

include all the potential water augmentation service area in portions of Rio Grande,
Alamosa, and Saguache Counties. The actual service area is limited to the geographic
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area where depletions to senior water rights from augmented wells and ponds can be
replaced by the District’s Augmentation Program. Further, the District has accepted land
inclusions through Court approved petitions outside of its original boundary in areas that
its Augmentation Program can replace depletions. These land inclusions have been
primarily within Mineral County near the Rio Grande. The currently defined
augmentation service area and the District’s original boundary are shown on a map
included as Figure 1-1.

While the District augments wells throughout its service area, in recent years the largest
numbers of wells augmented by the District are within several new subdivisions near the
Rio Grande upstream of the Town of Del Norte. These residential and commercial water
users are primarily made up of retirement communities whose water demands are highest
during the summer. Despite the fact that the greatest concentration of population in the
San Luis Valley is below Del Norte, primarily in and near the City of Alamosa, towns
and cities, with the exception of the Town of Center, have not purchased augmentation
water from the District because their larger water demands can be met more
economically if they acquire water rights independently. Table 1-1 presents per capita
income and population trends of counties included in the District’s service area.

Table 1-1
Demographics of Service Area
2011
Per Capita Estimated 2010 2000 1990
County Income 2011 | Population Population Population Population

Alamosa $20,429 15,710 15,445 14,966 13,617

Mineral $50,502 708 712 831 558
Rio Grande $18,762 11,956 11,982 12,413 10,770
Saguache $20,194 6,228 6,108 5917 4,619
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SAN LUIS VALLEY WATER CONSERVANCY DISTRICT
Figure 1-1 Augmentation Boundary Map
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2.0 WATER AUGMENTATION PLAN

2.1 General Description

The District’s Augmentation Program was developed to replace stream and river
depletions resulting from withdrawal of groundwater through out-of-priority wells
serving primarily residential and commercial uses. Rio Grande and transmountain
surface water rights have been acquired by the District to replace these depletions. To
replace depletions at the time and place that they occur, up-stream water storage rights
have been obtained through agreements in Rio Grande, Santa Maria and Continental
Reservoirs. Through the use of reservoir releases and river diversion rights, the District
replaces depletions resulting from wells included in its Augmentation Program.

2.2 Water Availability

As previously mentioned, the District’s Augmentation Program consists of several
augmentation plans approved by the Water Court. The three augmentation plans utilizing
water native to the Rio Grande Basin, Case Nos. 03CW41, 05CW13 and 07CW63, and a
pending Case No. 09CW34 which involves the Anaconda Ditch water rights which are
the subject of this proposal. Each is based upon water measured in acre-feet of
consumptive use water available annually. The two augmentation plans utilizing
transmountain water delivered through the Pine River Weminuche Ditch are based upon
the amount of water diverted and delivered to Rio Grande Basin, and are not limited by
the historical consumptive use of that water in the Rio Grande Basin. Moreover,
diversions through the Pine River Weminuche Ditch, whether for the District’s
augmentation plans or the irrigation of lands in Water Division No. 3, are limited only by
priority and water availability at the headgate.

Table 2-1 includes a tabulation showing estimated yields of the various decrees and
estimated annual total. The tabulation is provided solely for the purpose of this financial
analysis and is not and does not purport to be an analysis of the water available to the
District, particularly with respect to its transmountain water rights.

Table 2-1
Estimated Water Yield of District Augmentation Decrees
Decree Case No. Minimum Water Maximum Water Water Availability
Availability Availability at 95% Confidence
(Acre-feet/ year) (Acre-feet/year) (Acre-feet/year)

84CW16 0 275% 106
94CW62 0 275% 106
03CW41 50** 93.4 +73
05CW13 66.11 92.94 80
07CW63 0 25.24 +21
Total 116.11 761.58 386
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* The maximums presented here for the decrees in Case Nos. 84CW 16 and 94CW62
represent the District’s one-half (}2) share (one-quarter (%) to each decree) of the
maximum amounts diverted through the Pine River Weminuche Ditch in the past 10
years. Those amounts do not represent the maximum that is available to the Ditch under
its decrees, the District’s decrees or the Ditch’s priority.

** If Rio Grande flows through the Del Norte gauging station are less than 200,000 acre-
feet for April through September, water availability will be reduced to water in priority
from rights included in decree.

2.3 Water Demand

The State Engineer Office has indicated that it will promulgate rules and regulations on
all wells within the Rio Grande Basin in 2013. The rules and regulations are likely to
require all non-exempt wells to replace their depletions to senior surface water rights.
Most irrigation well owners are working together to develop plans for replacement of
injurious depletions through the recently created Subdistrict No. 1, which operates under
the auspices of the Rio Grande Water Conservation District. Wells supplying municipal
and commercial uses are not likely to be included in the Subdistrict. Those uses include
near term existing water augmentation needs to replace depletions caused by well
pumping in small towns and at potato storage facilities.

It is difficult to estimate the extent of the augmentation water needed to meet these
existing municipal and commercial needs, but it is almost certain to be significant. For
example, the Town of South Fork has contacted the District to discuss its potential
augmentation need in the range of 10 to 50 acre-feet per year. Numerous potato storage
facilities are operating using wells that require augmentation. Representatives of these
well users have requested assistance from the District. Estimates of water augmentation
needs for this group of users are in the range of 200 to 300 acre-feet per year. Finally,
despite recent slow growth, the District expects a slow increase in the demand for
augmentation of residential wells.

Total augmentation water sold through year 2012 is approximately 366 acre-feet per year.
Currently the District has a total firm yield water supply of approximately 386 acre-feet
per year. As depicted in Table 2-1, the District currently has only an additional 20 acre-
annually available in its Augmentation Program.

A chart showing acre-feet of water sold per year by the District from its Augmentation
Program is included as Figure 2-1. The chart shows significant peaks in water sales
which correspond to demands from large new developments. However, during the last
+7 years, sales have declined due to the economy.

To control the water demand and prevent exhausting its remaining available water on a
large development, the District has adopted an interim policy for large potential water
users. Those seeking augmentation water in amounts exceeding three (3) acre-feet must
provide water rights with consumptive use that meets the development’s needs as well as
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providing the District with additional water for its inventory. In exchange, the District
undertakes any required administrative and judicial approvals required for use of the
water in its Augmentation Program, and operates, manages and administers the
augmentation of the development’s water supply.

Due to the difficulty developers and the District have had in finding water rights to
purchase, this policy has delayed or stopped several significant proposed developments
within the Upper Rio Grande Basin. During these last =7 years augmentation water sales
have averaged +6 acre-feet per year. As will be noted in subsequent sections of the
report, projected water sales have been estimated at five (5) acre-feet per year.

San Luis Valley Water Conservancy District
Certificates/Contracts Water Sold Each Year
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Chart Showing Augmentation Water Sales

3.0 PROJECT DESCRIPTION
3.1 Analysis of Alternatives
3.1.1 Alternatives
As shown above, despite the recent slow-down in growth, the District’s augmentation
obligations are nearly equal to the estimated firm annual yield of its augmentation supply.
Therefore, the District continues, as it has for the past 15 years, to acquire additional

water rights for inclusion in its Augmentation Program. Multiple water rights have been
investigated. In 2008, the District purchased an additional one-third interest in the Pine
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River Weminuche Pass Ditch with funds borrowed from CWCB. That interest totals 6.0
cfs, which is expected to yield £141 acre-feet per year of augmentation water.
Preparation and filing a change case with Water Court is planned in the near future.

As discussed in more detail below, the District also entered an agreement to acquire a
58% interest in the Anaconda Ditch water rights. This transaction involved a large
developer who made the Anaconda Ditch surface irrigation water rights available to the
District in exchange for the District providing the developer with sufficient augmentation
water to meet the development’s water supply needs. Once the irrigation water rights are
changed for use in the District’s Augmentation Program, the District receives at no cost,
sufficient water to meet the developments demands with additional water for inclusion in
the District’s Augmentation Program. The excess water will be purchased by the District
with funds that are subject of this proposal. Finally, the District is negotiating for the
purchase of additional water rights in the Roban and Little Anna Ditches. Portions of the
Roban and Little Anna Ditches irrigate land adjacent to Pinos Creek located
approximately 5 miles southwest of the Town of Del Norte. Based on the engineering
study, this purchase will yield an average of £162 acre-feet per year.

3.1.2 Selected Alternative And Proposed Project
3.1.2.1 General Description

After reviewing its various alternatives, the District has determined that the most prudent
course of action is to purchase the excess Anaconda Ditch water rights with funds
borrowed from the CWCB, and requests a 90% loan of $830,700 to purchase the excess
available Anaconda water. The District will utilize its available cash to purchase the
Roban Ditch and Little Anna Ditch water rights. The history of the Anaconda Ditch
water rights and the District’s acquisition of those rights are described below.

The Anaconda Ditch' diverts from the north side of the Rio Grande approximately 3
miles east of the Town of South Fork and historically irrigated lands on the Hanna Ranch.
Originally, Tom Smith, a mid-west investor, purchased the ranch owned by the Hanna
family. The ranch consisted of +1,935 acres with family ownership extending back to
before 1900. The focus of the ranch was raising cattle and the irrigation water from the
Anaconda Ditch and a few other rights were used to irrigate native hay meadows, grain
and alfalfa. In approximately 2005 River Island Ranch, Inc. (RIR), a development
company formed and financed by Land Properties, Inc. of Colorado Springs purchased
the ranch from Tom Smith. A map showing the ranch property and location of the
Anaconda Ditch is included in Figure 3-1.

RIR initiated plans for subdividing portions of the ranch. To provide water for the
development, HRS Water Consultants, Inc. (HRS) was retained to develop an
augmentation plan that would allow property owners to construct individual water supply
wells and in the more densely divided areas, construct municipal wells. In approximately

' The District’s description of the Anaconda Ditch water rights, the use and quantification of those water
rights is only for the purpose of evaluating this application for funding.
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2006, the District began negotiations with RIR, pursuant to its policy discussed above, to
acquire sufficient water from RIR to provide augmentation water for the proposed wells
in the development and to purchase the excess augmentation water identified in the HRS’
engineering study. An agreement was reached, but not long after, RIR began
experiencing financial difficulty due to the down turn in the real estate market.
Eventually, Tom Smith foreclosed on the RIR property. The District then initiated
negotiations with Tom Smith to assure its ability to meet the augmentation needs of the
development, particularly those who had purchased individual lots. These negotiations
have been successful and the District has agreed that it will receive 46.92 acre-feet of
consumptive use water derived from the Anaconda Ditch water rights for inclusion in its
Augmentation Program. Of that amount, the District will allocate 21.27 acre-feet for
augmentation of the currently platted development on the ranch. The remaining 25.65
acre-feet becomes part of the District’s Augmentation Program inventory for its future
use. After the District completes the change of the Anaconda Ditch water rights for use
in its Augmentation Program, it will purchase the remaining water.

HRS estimates that an average of £308 acre-feet of augmentation water will be available
annually from the Anaconda Ditch water rights. Of that amount +48 acre-feet have been
conveyed to the District, leaving approximately 260 acre-feet to be purchased by the
District. Pursuant to its agreement with Tom Smith, the current purchase price is $3,550
per acre-foot of average annual consumptive use, for a total of $923,000. The actual
annual yield of the Anaconda Ditch water rights, and the total cost of those rights will be
determined in the Change Case.

3.1.2.2 Description and Yield of Water Rights

The yield of the Anaconda Ditch water rights is generally described above. A thorough
description and yield of the Anaconda water rights is presented in a report “Historical
Consumptive Use Analysis and Augmentation Plan Operations Report for the Anaconda
Ditch Water Rights Used on the River Island Ranch” prepared by HRS, August 2010 a
copy of which will be provided upon request.
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4.0 FINANCIAL FEASIBILITY

4.1 Loan Amount

The purchase price for a 58% interest in the Anaconda Ditch water rights is $923,000.
Estimated legal and engineering cost associated with acquiring the water rights and
completing a Water Court change case to permit use of the water in the District’s
augmentation plan is $12,000. Therefore, total estimated costs are $935,000. Based on
the District’s financial resources, it requests a loan of 90% of the water cost ($923,000)
or $830,700. The requested loan repayment terms are annual payments calculated at an
interest rate of 22% per year for 30 years.

4.2  Financing Sources

The proposed source of funding for the purchase of Anaconda Ditch water rights is a loan
of $830,700 from the Colorado Water Conservation Board (CWCB). The total cost of
the water rights is $923,000. A local match of 10% of the purchase price or $92,300 will
be provided by the District from their funds. A review of the District’s audits and
balance sheet contained in Appendix D shows a significant unrestricted cash balance. A
portion of this unrestricted cash balance will be used to purchase the Sawyer water as
previously described. The District’s reserve account, which is funded by its Annual Fees,
is currently meeting its ongoing costs without using the reserve.

Further, the Board of the District has made a very conscious effort to develop and
maintain a reserve for the District to be available in the event of a catastrophic failure of
the Pine River / Weminuche ditch.

4.3 Revenue and Expenditure Projections

A spreadsheet showing Revenue and expenditures of the District for the past seven years
and projected changes resulting from inclusion of the proposed water rights purchase is
included in Table 4-1. The table includes a Financial Analysis section including years
2006 to 2014. Years 2006 through 2012 reflect actual financial results. Years 2013 and
2014 represent financial projections based on historical data and anticipated changes
during those two years.. This time period should be sufficient for the Water Court
change of use applications to work their way through the legal process.

In referenced Table 4-1, an Annual Projections section follows the Financial Analysis
section. This section includes the time period 2015 and after.

In general, projected future revenue and expense categories have been increased at an
assumed rate of 342% per year with some changes in projected water sales that are
described in detail in the following paragraphs for the period 2015 and after. The 3%
per year inflation rate is only a reasonable estimate; however the 372% annual increase
has been applied to both expenditures and income. Therefore, if a different rate of
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inflation occurs, the projected budget should be properly funded. The following
paragraph titles correspond to the column headings in the referenced Table 4-1.

Taxes

Tax income is derived from ad valorem taxes with a 2013 mill levy of 0.403. During the
listed historical period annual changes in tax income has varied from -3.6% to +6.1%. As
previously mentioned, a 3'2% annual increase has been assumed from taxes as well as
most other income sources.

Annual Fees

The projected Annual Fees for 2013 and 2014 are based current fees as described in
Appendix B using existing numbers of augmentation certificates served by the District.
In the Annual Projections section beginning in year 2015, the same numbers of
certificates are assumed that exist in 2013. However, the annual fee rate for a Private
Individual Home has been increased from $150 to $200 and commercial use <1.0 acre-
foot has been increased from $350 to $400. For each subsequent year the numbers of
these certificates are increased by five. Following is a summary tabulation of numbers of
certificates and resulting fees beginning in year 2015:

Type of Certificate Number | Fee Rate | Total Fee
Private Individual Home 795 $200 $159,000
Commercial Use <1.0 acre-ft 74 $400 $29,600
Commercial Use >1.0 acre-ft | Existing | Variable $50,000
Total $238,600

Thereafter, the Annual Fees increase by (5 acre-feet x $200/yr) = $1,000.

Net Water Sales

The current charge for permanent augmentation water sold by the District is $15,000 per
acre-foot. A copy of the District’s rate schedule is included in Appendix B. The charge
is projected to increase to $17,500 per acre-foot for water sales beginning in 2014 and
then again increase to $20,000 beginning in 2019. This increased project water charge is
based on anticipated inflation costs.

An estimated sales rate of five acre-feet of augmentation water per year has been
projected. Although the District’s water sales have declined significantly in recent years,
the projected rate of sales is reasonable based on the District’s water sales experience
during the last seven years included in the table. During these last seven years
augmentation water sales have average +6 acre-feet per year.

During the first five years (through year 2018) of the projected new CWCB loan

repayment period, sale of five acre-feet per year of augmentation water from the
District’s current inventory at a rate of $17,500 per acre-foot is planned.
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Storage Water Sales

In the Storage Water Sales column, values for years 2006 through 2012 are actual
historical sales. These water sales are different than those listed in column “Net Water
Sales” because they are one time sales rather than a permanent augmentation supply. For
example, the District may sell augmentation water to a road construction contractor
needing water to improve compaction of soil in a road base. Water would be withdrawn
from a stream by the contractor and then replaced by a release from the District’s
reservoir storage in Rio Grande, Santa Maria or Continental reservoirs. These reservoirs
are located on or tributary to the Rio Grande near its headwaters.

The District will continue their historical practice of selling this Storage Water as
described above, which will provide an additional annual source of income. In addition,
in the near term the District will sell excess Storage Water derived, in part, from the
Anaconda Ditch water rights purchased with the assistance of the CWCB loan that is the
focus of this study to the Rio Grande Water Conservation District (RGWCD). During
2012, 250 acre-feet of excess Storage Water was sold to RGWCD then released and used
to replace depletions to the Rio Grande resulting from irrigation well pumping within the
boundaries Subdistrict No. 1. Subdistrict No. 1 has been organized under the auspices of
RGWCD to provide replacement water for depletions caused to the Rio Grande mainstem
by irrigation well pumping with the Subdistrict. The RGWCD has indicated its interest
in continuing to purchase available excess Storage Water on a continuing annual basis.

Projections have utilized only the sales to the RGWCD, although traditional sales will
continue. The traditional sales will provide excess income available to the District.

Sales for 2013 are projected to be 275 acre-feet to the RGWCD at a price of $250 per
acre-foot yielding $68,750. For year 2014, an excess of 275 acre-feet per year is
projected from the yield of existing District water rights and an additional 275 acre-feet
with the purchase of the Anaconda water rights. Therefore, a total of 550 acre-feet at
$250/acre-foot produce $137,500 of available income.

Beginning in year 2015 annual projections of Storage Water Sales are 550 acre-feet from
existing and new Anaconda water and 150 acre-feet from new Sawyer water for a total of
700 acre-feet. From this amount, five acre-feet for this and each proceeding year is
subtracted and is the source of water included in the Net Water Sales column. As it is
assumed in these projections, five acre-feet per year of permanent water augmentation
waters are sold. Further, it is assumed that the charge for each acre-foot will be increased
by 3'42% annually. Therefore, projected sales for 2015 are (700 acre-feet — 5 acre feet) x
($250/acre-foot x 1.035) = $179,831. The RGWCD has agreed to pay any reservoir
storage costs related to the water it purchases from the District.
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Administration & Overhead

The Administration & Overhead (Admin & OH) expenditure column starting in year
2015 is projected based on previous historical cost plus and annual increase of 3'2%
annually.

Ditch Maintenance

The “Ditch Maintenance” expenses are primarily made-up of the costs associated with
maintenance of the District’s Pine River Weminuche Pass Ditch. The “Ditch
Maintenance” category was increased by a 372% annual inflation rate based on the
projected 2013 and 2014 budgeted cost. This estimate is reasonable based on the
District’s experience coordinating all operation, repair, and improvement of the Ditch for
the last +10 years.

Storage Costs

The expenditures listed in the Storage Costs column is projected using an annual storage
quantity of 925 acre-feet multiplied by a reservoir storage fee. 925 acre-feet represents
the maximum water stored in the reservoirs during the water year and includes the
reserve storage the District maintains to assure a continued augmentation supply during
dry years. Storage contracts are in place with both the San Luis Valley Irrigation
District and the Santa Maria Reservoir Company. The annual storage fee by contract in
year 2014 will be $83.75 per acre-foot. For each subsequent year the fee is projected to
increase 3%2% per year.

Legal and Engineering Fees

Legal and engineering fees were projected to increase at a rate of 3'2% per year.
However, the fees were projected to decrease by $50,000 per year beginning in year 2015
when the decrees for Anaconda and Roban and Little Anna water rights should be
complete.

River Restoration Support

For several years the District has supported a program to restore historical function of the
Rio Grande. The project was initiated following a CWCB funding study and report
completed in October 2001 titled “Rio Grande Headwaters Restoration Project”. Values
in this column represent projected support for the project which in recent years has had
notable success.

Miscellaneous

Values in this column include estimates of expenditures that cannot be included in other
categories.
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TABLE 4-1
and i Proj

FINANCIAL ANALYSIS

YEAR INCOME EXPENDITURES
River Existing New CWCB
Net Water ~ Storage Water Ditch Legal & Restoration New CWCB  CWCB Loan Loan Total
Taxes Annual Fees Sales Sales Misc Total Income Admin & OH  Maintenance Storage Costs Engineering Support Misc. Loan Reserve  Repayment Repayment Expenditures Net Notes
2006* $128,907 $181,368 $58,005 $2,300 $37,190 $407,770 $144,244 $31,560 $21,324 $77,960 $20,293 $1,463 $296,844 $110,926
2007* $136,719 $154,008 $101,514 $3,310 $52,397 $447,948 $139,539 $19,032 $31,788 $50,940 $20,947 $486 $262,732 $185,216
2008* $141,259 $160,392 $11,173 $12,070 $46,771 $371,665 $150,785 $31,913 $57,849 $46,039 $21,681 $8,902 $317,169 $54,496
2009* $148,335 $172,749 $157,192 $9,200 $37,333 $524,809 $274,259 $55,430 $65,415 $69,846 $22,233 $6,829 $8,837 $502,849 $21,960 Prior Period Adjustment
2010* $146,784 $197,202 $118,274 $32,500 $29,381 $524,141 $151,137 $45,855 $89,687 $30,284 $22,947 $650 $39,539 $380,099 $144,042
2011* $141,531 $168,369 $335,643 $155,500 $41,982 $843,025 $191,350 $31,102 $93,064 $29,042 $49,264 $825 $39,539 $434,186 $408,839 Large Water Sales
2012 $146,144 $185,878 $30,659 $126,370 $15,577 $504,628 $203,377 $35,210 $110,901 $19,551 $27,921 $15 $39,539 $436,514 $68,114
2013 $151,918 $201,250 $75,000 $68,000 $20,700 $516,868 $195,546 $45,000 $82,000 $85,000 $15,080 $1,000 $39,539 $463,165 $53,703
2014* $157,235 $201,250 $87,500 $137,500 $20,700 $604,185 $202,320 $45,000 $82,000 $85,000 $15,080 $1,000 $4,010 $39,539 $40,090 $514,039 $90,146

*Src: audited financial statements
**unaudited

***projected
ANNUAL PROJECTIONS STARTING IN 2015 AFTER PURCHASE OF ANACONDA AND SAWYER WATER RIGHTS
YEAR INCOME EXPENDITURES
River Existing New CWCB
Net Water ~ Storage Water Ditch Legal & Restoration New CWCB CWCB Loan Loan Total Income
Taxes Annual Fees Sales Sales Misc Total Income Admin & OH  Maintenance Storage Costs Engineering Support Misc. Loan Reserve Repayment Repayment Expenditures NET Accumulation
100% of water
sales, (+3.5%
(+#3%% Annual  Rate increasesin ~ 100% of water ~Annual Increase in ~ (+3%% Annual (+3%% Annual  (+3%% Annual  (+3%% Annual  (+3%% Annual (+3%% Annual
Increase) 2015 sales rate) Increase) Increase) Increase) Increase) Increase) Increase)
2015 $162,738 $238,600 $87,500 $179,831 $20,000 $688,669 $209,401 $46,575 $80,180 $35,000 $15,080 $1,035 $4,010 $39,539 $40,090 $470,910 $217,759 $217,759
2016 $168,434 $239,600 $87,500 $184,786 $20,700 $701,020 $216,730 $48,205 $82,986 $36,225 $15,080 $1,071 $4,010 $39,539 $40,090 $483,937 $217,083 $434,842
2017 $174,329 $240,600 $87,500 $189,868 $21,425 $713,722 $224,316 $49,892 $85,891 $37,493 $15,080 $1,109 $4,010 $39,539 $40,090 $497,420 $216,302 $651,144
2018 $180,431 $241,600 $87,500 $195,079 $22,174 $726,784 $232,167 $51,639 $88,897 $38,805 $15,080 $1,148 $4,010 $39,539 $40,090 $511,374 $215,410 $866,554
2019 $186,746 $242,600 $100,000 $200,422 $22,950 $752,718 $240,293 $53,446 $92,009 $40,163 $15,080 $1,188 $4,010 $39,539 $40,090 $525,817 $226,901 $1,093,455
2020 $193,282 $243,600 $100,000 $205,900 $23,754 $766,536 $248,703 $55,316 $95,229 $41,569 $15,080 $1,229 $4,010 $39,539 $40,090 $540,766 $225,770 $1,319,225
2021 $200,047 $244,600 $100,000 $211,516 $24,585 $780,748 $257,408 $57,253 $98,562 $43,024 $15,080 $1,272 $4,010 $39,539 $40,090 $556,237 $224,511 $1,543,736
2022 $207,048 $245,600 $100,000 $217,273 $25,446 $795,368 $266,417 $59,256 $102,012 $44,530 $15,080 $1,317 $4,010 $39,539 $40,090 $572,250 $223,117 $1,766,853
2023 $214,295 $246,600 $100,000 $223,174 $26,336 $810,406 $275,742 $61,330 $105,582 $46,088 $15,080 $1,363 $4,010 $39,539 $40,090 $588,824 $221,582 $1,988,435
2024 $221,795 $247,600 $100,000 $229,222 $27,258 $825,876 $285,392 $63,477 $109,277 $47,701 $15,080 $1,411 $0 $39,539 $40,090 $601,968 $223,908 $2,212,343
2025 $229,558 $248,600 $100,000 $235,420 $28,212 $841,790 $295,381 $65,699 $113,102 $49,371 $15,080 $1,460 $0 $39,539 $40,090 $619,722 $222,069 $2,434,411
2026 $237,593 $249,600 $100,000 $241,771 $29,199 $858,163 $305,720 $67,998 $117,061 $51,099 $15,080 $1,511 $0 $39,539 $40,090 $638,097 $220,066 $2,654,477
2027 $245,909 $250,600 $100,000 $252,188 $30,221 $878,918 $316,420 $70,378 $121,158 $52,887 $15,080 $1,564 $0 $39,539 $40,090 $657,116 $221,802 $2,876,280
2028 $254,515 $251,600 $100,000 $258,991 $31,279 $896,386 $327,494 $72,841 $125,398 $54,738 $15,080 $1,619 $0 $39,539 $40,090 $676,800 $219,586 $3,095,865
2029 $263,423 $252,600 $100,000 $265,962 $32,374 $914,359 $338,957 $75,391 $129,787 $56,654 $15,080 $1,675 $0 $39,539 $40,090 $697,173 $217,186 $3,313,051
2030 $272,643 $253,600 $100,000 $273,103 $33,507 $932,853 $350,820 $78,029 $134,330 $58,637 $15,080 $1,734 $0 $39,539 $40,090 $718,260 $214,594 $3,527,644
2031 $282,186 $254,600 $100,000 $280,418 $34,680 $951,884 $363,099 $80,760 $139,031 $60,690 $15,080 $1,795 $0 $39,539 $40,090 $740,084 $211,800 $3,739,444
2032 $292,062 $255,600 $100,000 $287,911 $35,894 $971,467 $375,807 $83,587 $143,897 $62,814 $15,080 $1,857 $0 $39,539 $40,090 $762,672 $208,795 $3,948,239
2033 $302,284 $256,600 $100,000 $295,585 $37,150 $991,619 $388,961 $86,513 $148,934 $65,012 $15,080 $1,923 $0 $39,539 $40,090 $786,051 $205,568 $4,153,807
2034 $312,864 $257,600 $100,000 $303,443 $38,450 $1,012,357 $402,574 $89,540 $154,146 $67,288 $15,080 $1,990 $0 $39,539 $40,090 $810,248 $202,110 $4,355,917
2035 $323,815 $258,600 $100,000 $311,489 $39,796 $1,033,699 $416,664 $92,674 $159,542 $69,643 $15,080 $2,059 $0 $39,539 $40,090 $835,291 $198,408 $4,554,325
2036 $335,148 $259,600 $100,000 $319,727 $41,189 $1,055,664 $431,248 $95,918 $165,126 $72,080 $15,080 $2,132 $0 $39,539 $40,090 $861,212 $194,452 $4,748,777
2037 $346,878 $260,600 $100,000 $328,160 $42,630 $1,078,268 $446,341 $99,275 $170,905 $74,603 $15,080 $2,206 $0 $39,539 $40,090 $888,039 $190,229 $4,939,005
2038 $359,019 $261,600 $100,000 $336,791 $44,122 $1,101,532 $461,963 $102,750 $176,887 $77,214 $15,080 $2,283 $0 $39,539 $40,090 $915,806 $185,726 $5,124,732
2039 $371,585 $262,600 $100,000 $345,625 $45,667 $1,125,476 $478,132 $106,346 $183,078 $79,916 $15,080 $2,363 $0 $39,539 $40,090 $944,544 $180,932 $5,305,663
2040 $384,590 $263,600 $100,000 $354,664 $47,265 $1,150,119 $494,867 $110,068 $189,485 $82,714 $15,080 $2,446 $0 $40,090 $934,750 $215,370 $5,521,033
2041 $398,051 $264,600 $100,000 $363,913 $48,919 $1,175,483 $512,187 $113,921 $196,117 $85,609 $15,080 $2,532 $0 $40,090 $965,535 $209,948 $5,730,981
2042 $411,983 $265,600 $100,000 $373,375 $50,631 $1,201,589 $530,113 $117,908 $202,981 $88,605 $15,080 $2,620 $0 $40,090 $997,398 $204,191 $5,935,172
2043 $426,402 $266,600 $100,000 $383,053 $52,403 $1,228,458 $548,667 $122,035 $210,086 $91,706 $15,080 $2,712 $0 $40,090 $1,030,376 $198,083 $6,133,254
2044 $441,326 $267,600 $100,000 $392,951 $54,238 $1,256,115 $567,871 $126,306 $217,439 $94,916 $15,080 $2,807 $0 $1,024,418 $231,697 $6,364,951

See Section 4.3 - Revenue and Expenditure Projections for explanation of projection method.

2013 CWCB loan application
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New CWCB Loan Reserve

The CWCB’s required reserve of 1% of the annual payment for 10 years and annual loan
repayment over a 30 year period is included in separate column in the spreadsheet.

Existing CWCB Loan Repayment

This column reflects the repayment schedule for an existing CWCB loan that was
received in 2009 for the purchase of the Weaver’s share in the Pine River Weminuche
Pass Ditch.

Requested CWCB Loan Repayment

The loan repayments start in year 2014 and are derived from the amortization table
included in Appendix C.

4.4 Loan Repayment Sources

The source of funds to be used to repay the requested loan will be a portion of the all
projected District revenue. As can be noted, Table 4-1 indicates there is a positive net
between projected income and expenditures.

4.5 TABOR (Taxpayer’s Bill of Rights) Issues

The Anaconda water rights are being acquired by the Conservancy District through its
Water Activity Enterprise. Pursuant to C.R.S. § 37-45.1-106 (1), the District may
contract with the Colorado Water Conservation Board for the funding of a loan related to
its acquisition of these water rights. The TABOR Amendment does not apply to this
activity. Revenues collected by the District or its Enterprise for the acquisition of these
water rights for use in the District’s Augmentation Program are not subject to the
limitations of subsections (4) and (7) of section 20 of article X of the Colorado
Constitution, see C.R.S. § 37-45.1- 106 (2). Also, any increase in the rates charged by
the District or its Enterprise for water activity enterprise services, such as the purchase of
these water rights for use in the District’s Augmentation Program, are not deemed a tax
subject to the limitations of section 20 (4) and (7) of article X of the State Constitution.

4.6 Collateral

Throughout the term of the loan period, the District offers the “Annual Fees” as collateral
for the request loan. This form of collateral is in accordance with CWCB’s Standard
Loan Contract — Waiver #160 — Approved November 10, 2003, Section A. 8. Pledge of
revenues. The annual fees were $185,878 during 2012. The fees are projected to increase
in direct portion to water sales (See Table 4-1). The method used to project the increase
in annual fees is described in Section 4.3 — Revenue and Expenditure Projections.
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4.7 Sponsor Creditworthiness

In accordance with CWCB Policies, copies of the three most recent audit reports are
included in Appendix D.

5.0 CONCLUSIONS AND RECOMMENDATIONS

5.1 Conclusions

Historical Augmentation Program water sales demonstrate the existence of a long-term
market which will continue and will require augmentation water provided through the
District’s Augmentation Program to meet those significant future needs. The District
water Augmentation Program provides a reliable source of augmentation water that
promotes the orderly economic growth of the service area. The revenue and expenditure
projections indicate the purchase of Anaconda Ditch, and the District’s ability to repay a
CWCB loan, are economically feasible.

5.2 Recommendations

Based on the above described conclusions, it is recommended that the District proceed
with application to the CWCB for a loan in the amount of $830,700. Upon receipt of
assurance that the loan is available and completion of loan documentation, it is
recommended the District purchase the Anaconda Ditch water rights and proceed with
the necessary Water Court application to integrate those water rights into the District’s
Augmentation Program.
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APPENDIX A
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DISTRICT COURT, WATER DIVISION NO. 3, COLORADO pel 11 598

Case Ho. 94CWG2 "l of the Combined Comt

FINDINGS oOF FACT, CONCLUSIONS OF LAW, AND RULING OF THE REFEREE

COHCERNING THE APPLICATION FOR WATER RIGHTS OF THE SAN LUIS
VALLEY WATER CONSERVANCY DISTRICT, in Alamosa, Rio Grande,
Saguache, Hinsdale, and Mineral Counties, place of storage in
Mineral and Hinsdale Counties.

This matter came before the Wakter Referee on the Amended
Application for Approval of Plan for Augmentation, Including
Exchange, and for Change of Water Rights. The Water Rﬂfcree,
having made such in?estigatluna as are necessary to determine .
whether the statements in the Amended Application are true and
being fully adv13ed in this matter, hereby finds and concludes:

: FIHDING‘: OF FACT Ju-:n cqﬁcﬁnsmuam—r mw R

1 ﬂppllcant filed its Appllcatlan far Appruval of P;an fﬁr
Augmentation; Inecluding Exchange, and.for change of Water., Elqhts
on December 30, 1994. On March 21, 1995 Applicant filed an 2
Amended hpplicatlnn to correct an error. e

2. Timely and adequate notice of the application was
published as required by law and this Court has jurisdiction over
the subject matter of the preocesding and over all persons and
water rights affected thereby, whether they have appeared or not,
Republication of the amended application was not necessary.

3. The time for filing statements of opposition expired on
February 28, 1995, Timely statements of opposition were filed by
the sState and Division Engineers and the Colorade Water
Conservation Board {"CWCB").

4. Applicant is the San Imis Valley Water Conservancy
District (*Distriect"), P.O. Box 729, Monie WVisia, T2 81144,
(719) 852-2315.

5. Applicant iz a statutorily governed water conservancy
district formed pursuant to the Colorado Water Conservancy Act,
C.R.5. § 37-45-101, et seg. This act provides for the formation
of water conservancy districts and provides means by which a
water conservancy districi. say expand and change its boundariés
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by the inclusion of additional lands or the exclusion of lands
previously included within the district's boundaries. In this
regard, the act expressly contemplates that a water conservancy
district's boundaries may change from time to time. This Court
finds that the application as amended, resume notice, and
published notices in this case constitute actual or inguiry
notice to all water users in Water Division No. 3 of the nature
of the application, including the potential that Applicant's
boundaries may change from time to time and that additional areas
mray be included in this plan for augmentation.

6. Applicant has contracted to purchase an undivided %
interest in and to the following water rights decreed to the Pine
River Weminuche Pass Ditch, and its first and second
enlargements’:

Priority Ho. Priority Date Amount

1965-13 10/11/1934 6.0 o.f.5
1965-14 11/2/1934 6.0 c.f.8
1965-19 6/30/1936 6.0 c.f.s

7. These water rights were awarded by the District Court,
La Plata County, Colorado, Case No. 1248-B, on March 7, 1966, for
irrigation of-ldnds in Rio Grande county. * '

8. The Pine River Weminuche Pass Ditch diverts its supply
from an unsurveyed location on the Rio Del Los Pinos, a tributary
of the San Juan River in Hinsdale County and carries it across
the Centinental Divide and inte the Rio Grande drainage.

9. This share of the water has historically been used as a
supplemental source of water to irrigate approximately 185 acres
in Rio Grande County, as follows:

NiNWk )

) Bec. 32, T. 40 N.,R. 5 E.
Fr. skswk )
Fr. 8%, Sec. 32, T. 40 M., R. 5 E.

10. The leng term diversion records of the Pine River
Weminuche Pass Ditch indicate that this share of the water has

: In case no. B4CW16, Applicant previously obtained

greemyal af an anmmantatian nlan using a previously acquired %
interest in these water rights. Applicant either owns or has
contracted to purchase a total of an undivided % interest in these
water rights.
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produced an average of 1311 acre-feet anhually.

11. Applicant proposes to change the water right and
proposes an augmentation plan, as described below.

12. Applicant is changing its % interest to allow continued
use of the water for irrigation until needed and then to make the
water available on an annual basis to replace injuricus, out-of-
priority depletions to the Rio Grande basin, including the Rio
Grande mainstem, its tributaries, and the confined and unconfined
aguifers, from water use associated with nen-agricultural wells
and other diversion or storage structures within the boundaries
of the District, as such boundaries wmay change from time to time
pursuant te law, including but not limited to structures for
livestock watering, pond evaporation, domestic, including lawn
and landscape irrigation, in-house domestic, commercial, and
industrial uses. The water will be stored as necessary in Rio
Grande Reservoir, pursuant to an agreement between Applicant and
the San Luis Valley Irrigation District ("Irrigation District'),
or by exchange in Santa Maria and Continental Reservoirs pursuant
to a separately decreed exchange right and any necessary
agreements with the reservoir owners.

13. Applicant's current agreement with the San Luis Valley
Irrigation District specifies that if water must be spilled from
Rio Grande Reserveoir, the Irrigation District may exchange
applicant's stored water into Santa Maria and Continental
Reservoirs. If such exchange iz not possible, the Irrigation
District will spill water of the Irrigation Distriect before
spilling Applicant's water in storage. Also pursuant to that
agreement, the Irrigation Distriect may dedicate some of its water
in storage to Applicant's augmentation plan for use as
augmentation water when applicant has insufficlent water. 1In
such a case, the Irrigation District's water will be traded for
hpplicant's water, and be used in this augmentation plan, subject
to any further change of water rights or administrative approval
by the Division Engineer as may be necessary.

14. This trade may only be made with the consent of the
Irrigation District consistent with its autheority to operate and
manage the Rio Grande Reserwvoir.

15. The water will be released from these reservoirs upon
demand by the State Engineer to replace injurious out-of~priority
depletions caused by plan participants, subject to the terms of

the Agreement between Applicant and the San Luis Valley
Irrigation District.

16. Applicant will carry forward any stored water and
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retain it in storage from one year teo the next in order te

provide a sufficient source of augmentation water in times of
shortage.

17. The reservolirs are located as follows:

Rio Grande Recervoir, Sec. 5, 6, 7, 8, 9, 10, 13, 14, 15,
and 16, T.40M., R.4W, and Sections 31 and 32, T.41M,, R.4W.,
N.M.P.M., Hinsdale County. It cellects water from the Rio Grande
and its tributaries; with a capacity of 51,113 a:f.;

Santa Maria Reserwvoir, Sec. 16, 21, 22, 27, and 28, T.41H.,
R.2W., N.M.P.M., Mineral County. It collects water from the
Horth Clear Creek, Bennett Creek, and Boulder Creek. Its inlet
ditch is located on the west or right bank of North Clear Creek,
approximately 53928.1 feet from the SE corner of Sec. 1, T. £1H.,
RE.3W., N.M.P.M., with a capacity of 37,524 a.E.;

Continental Reservoir, Sec. 21, 28, and 29, T.42N., R.JW.,
H.M.P.M., Hinsdale County. Tt impounds water from Horth Clear
Creek, with a capacity of 26,716 a.f.

18. Applicant currently has a storage agreement with the
owner of the Rio Grande Reservoir which provides for the storage
and release of sufficient guantities of water necessary to meet
the reguirements of the augmentation plan set forth herein.
Subject to approval of the Division Engineer, Applicant may also
make water available for augmentation by direct flow from the
Pine-River Weminuche Pass Ditch.

19. Applicant will attach standard informaticnal forms to
well permit applications and supply such forms te the Division
Engineer for other types of structures in the plan for
augmentation. The standardized form utilized by Applicant shall
give sufficient informwation concerning the structure and the
proposed use of water te allow the Division Engineesr to
accurately calculate the total depletion and the guantity and
timing of consumptive loss to the stream system. The State
Engineer and Division Engineer shall have the discretion to
determine the informatienal reguirement of standardized forms.

20. Applicant chall subnit these forms and any other
necessary reports showing the replacement reguirement and
supporting information teo the Pivision Engineer and the CWCE
immediately upon acceptance of each structure into the
Applicant's plan and shall submit reports showing uses of the
water to the Division Engineer by November 10th of each year, or
such other dates as are acceptable to the State Engineer.

LAEST 3: 0 PAKTL rul Lng-18

A4



21. Applicant shall net include in this augmentatien plan
any structures on the following tributaries of the Rio Grande:
Alamosa River, Burro Creek, Cross Creek, Kelly Creek, Lost Mine
Creek, Park Creek, Race Creek, San Prancisco Creek, and West
Alder Creek. '

22, The CWCB currently holds and may acguire additional
instream flow water rights in Water Division No. 3. Except on
streams otherwise provided for herein (see paragraph 21 above),
unreplaced depletions impacting such an instream flow water right
from structures participating in this angmentation plan shall be
allowed and shall not constitute injury, as per Rule 9.30 of the
Rules and Regulations concerning the Colorado Instream Flow and
Watural Lake Level Program, subject to the following limitations:

a, Upon receipt and consideration of an application
for participation in this augmentatien plan, Applicant
shall zalculate the cumalative total of out-of-pridrity
unreplaced depletions that may impact such an insteeam
flow water right from the following:

1) water uses augmented under this plan,
including pending applications for augmentation
under this plan, that are junior in priority to
the instream flow water right;

2) water uses augmented under this plan,
including pending applications for augmentation
under this plan, that are senior in priority teo
the instream flow water right, to the extent such
depletions would not otherwise occur except for
participation in this plan®;

3} other decreed conditional and absolute water
rights that are junieor in prierity to the instream
flow water right; and

4) water uses for which appliecations are ==nding
before the Water Court at the time of calculation,
based upon the proposed amount of such depletions;

Applicant shall not include in such cumulative total,
however, depletions from:

1) “exempt wells" permitted pursuant te C.R.S. §

? Nothing hersin shall constitute an admission or

determination that such depletions are injurious.

L3593 JoaSLWciiruling-18



37-92=602 et seq.; and

2} present uses or exchanges of water being made
by water users pursuant to appropriation or
practices in existence on the date of the
appropriation for the instream flow water right,
whether or not previously confirmed by court order
or decree;

b. at such time as such cumulative total, as
calculated by Applicant, eguals or exceeds 80% of the
allowed "de minimus" depletion (defined as 1% of the
decreed instantaneous flow rate for such Iinstream flow
water right), or the CWCB notifies Applicant that such
cumalative total eguals or exceeds 80% of that allowed
“de mimimus" depletion level, Applicant shall proceed
as follows with respect to all pending and future
applications te augment uses that may impact such
instream flow water right:

1). Applicant shall submit any such application
for inclusion in this plan to the CWCE before
approving any such application.. The CWCB shall
have 45 days to review such application and notify
the Applicant whether or not such water use will
cause such cumulative total depletions to exceed
one percent of the decreed instantanecus flow rate
for the instream fleow right. If the CWCE
determines and notifies the Applicant that the
water use will cause such amount to be exceeded,
the Applicant will not agree to augment that use
under this plan. Failure by the CWCB to give
notice to the Applicant of its determination
regarding any such application within 45 days of
receipt thereof by the CWCB shall be considered an
approval by the CWCB of such application for
inclugion in this plan; and

2). Once the CWCB has notified the Applicant
and the Divisiocn Engineer that such
cumuelative total has reached one percent of
the decreed instantaneeuws flow rate for an
instream flow water right on any strean
segment, Applicant shall not agree to augment
under this plan any additional uses that may
further increase such cumulative total on
that particular segment; and

c. Once the CWCE has notified the Applicant that the
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CWCB has exempted a specific stream segment from
further "de minimus" depletions pursuant to Rule 9.33
of the Eules and Regulations Concerning the Colorado
Instream Flow and HNatural Lake Level PFrogram, Applicant
shall not agree to augment under this plan any
additional uses to that instream flow segment that may
further increase the unreplaced depletions described in
paragraph 22a. above.

As provided above, this plan does not grant an exclusive right Co
the Applicant te incur de minimis depletions to CWCBE instream
flow rights. Notwithstanding these provisions, should an
application be filed in Water Court for a structure or water use
that may cause such cumulative total to exceed one percent of the
decreed instantanecus flow rate for such an instream flow right,
Applicant shall not be reguired to remove from this augmentation
plan any structures or uses already accepted inte this plan or to

reduce depletions from any structures or uses already accepted
inte this plan.

23. Except as gpecifically described herein, or except as
separately decreed or administratively approved, replacement of
cut-of-priority depletions pursuant te this plan shall occur. at
the Rio Grande mainstem. Replacement of out-of-priority
depletions from structures whieh divert water tributary to the
Closed Basin and wells diverting water from the confined aguifer,
shall occur directly to those sources. Such replacement shall
occur through facilities approved by the Division Enginear for
such purposes. The Applicant shall have agreements in place with
the owners of such facilities before using such for this purpose.

24. The replacement requirement for uses to be augmented
under this plan shall be established using the criteria on the
attached Exhibit A, which shall be used until such time as the
State Engineer requires actual measurements or Applicant elects
to obtalin and report actual measurements of water use.

25. The owners of all structures augmented under this plan
will be reguired to install and maintain measuring devices on
such structures, or to provide water use and depletion accounting

forms sufficient to meet reasonable accounting needs of the State
and Divisien Engineers.

26. The Division Engineer has statutory authority to
calculate and adjust transportation losses for releases of stored
water and to assess a transportation charge from time to time in
accordance Wwith facts hereafter developed. Applicant shall
account for such charges in accordance with the procedures
lawfully established by the Division Engineer. Applicant shall
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have the right to review the Division Engineer's determination-of

transportation losses and make appropriate recommendations and
objections.

27. Applicant shall account for appropriate evaporation
charges if established by the Division Engineer, on water placed
into storage; however, such an evaporation charge shall be
assessed only when the Division Engineer assesses evaporation
charges on all water storage rights in Water Division No. 3.

28. Ahpplicant shall disclose to those parties intending to
participate in this plan that any uses augmented under this plan
may be subject to total curtailment in the event of
unavailability of augmeéntation water or in the event Applicant or
its successor is unable to store such augmentation water,

29. The plan for augmentatien, the change of water rights,
and earrying forward of stored water from year to year are
contemplated by law. If the plan for augmentation is
administered in accordance with this Ruling, it is sufficient to
permit the continued diversions and depletion in the Rio Grande
basin, including the Rio Grande mainstem, its tributaries, and
the confined and unconfined aquifers, from participating. non-
agricultural wells and other diversion or storage structures,
including but not limited to structures for livestock watering,
pond evaporation, domestic. inecluding lawn and landscape
irrigation, in-house domestic, commercial, and industrial uses
within the boundaries of the San Luis Valley Water® Conservancy
bDistrict, as such boundaries may change from time to time
pursuant to law, when curtailment would otherwisze be required to
meet valid senior calls. The owners of or persons entitled to
use water under vested water rights and decreed conditional water
rights will not be injuriously affected by this augmentation
plan, or by the change of water rights.

30. The State Engineer lawfully may be required under the
terms of this Ruling te administer the plan for augmentation in
the manner set forth herein and shall not, at the reguest of any
other appropriater or on his own initiative, curtail or chtain a
curtailment of the diversion of water from the structures
augmented under this plan so long as replacement water is
avallable to meet the lawful reguirements of seniors at the time
and place and to the extent that the seniors would be deprived of
their lawful entitlements by such structures, except as provided
herein. The State Engineer shall curtail all out-of-priority
diversions, the depletions from which are not so replaced as to

prevent injury to vested water rights pursuant to C.R.§5. § 37-92-
305(8) .
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31. Since the subject water rights have historically been
used as a supplemental source of irrigatien water, revegetation
of lands from which the water is removed is not reguired.

HULING

1. The findings of fact and conclusions of law set out
above are incorporated into this Ruling.

2. The plan for augmentation, and the change of water
rights are approved as described above.

3. The State Engineer and Division Engineer shall

administer this plan for augmentation and change of water rights
as described above.

4. Applicant shall be entitled to carry forward any stored
water and retain it in storage from one year to the next in order
to provide sufficient augmentation water in times of shortage,

subject to the provisions of any agreement with the reservoir
OWner.

5. The State Engineer, in the discharge of his
responsibilities with respect to the processing of applications
for permits to withdraw groundwater, shall recognize the
existence and operation of this plan for augmentation and shall
izsue permits in ‘accordance w1th this plan, so long as the plan
is im operation. Each permit issued by the State pursuant to

this plan shall incorporate within it by reference the terms and
conditions of this ruling.

&. Appreval of the change of water right and augmentation
plan shall be subject to reconsideration by the Water Judge on
the question of injury to the vested rights of others for a
period of 20 years from the date this decree iz entered by the
Court. The Court also retains jurisdiction for the purpose of
revising this decree to comply with rules and regulations

promulgated by the State Engineer pursuant to C.R.S5. § 37-90-
137(12) (b) (1) .

7. It is further ordered that this Findings of Fact,
Conclusions of Law, and Ruling of the Referee shall be filed with
the Water Clerk and shall become effective upon filing, subject
to judicial review pursuant to statute and the Water Clerk shall
mail copies of this ruling as provided by statute.

8. Unappropriated water is not made available; and injury
is not prevented as a result of the reduction of water
consumption by nonirrigated native vegetation.
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Water Referee
Water Division No. 3

THE COURT FINDS: NO PROTEST WAS FILED IN THIS MATTER. THE
FOREGOIHG FINDINGS OF FACT, CONCLUSIONS OF LAW, AND RULING OF THE

REFEREE I5 CONFIRMED AND APPROVED, AND IS HEREBY MADE THE FINAL
JUDGHMENT RND DECREE OF THIS COURT.

DATED:

BY THE COURT:

WATER COURT JUDGE
WATER DIVISIOHN HO. 3
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EXHIBIT A

WATER REPLACEMENT REQUIREMENTS

CATEGORY |

Source of Water: Surface stream or unconfined.

Type of Use

Replacement Equation
AC -FT.IWR.]

In-house use wilth central
sewer system returning
water fo stream,

£3 gpepd x 2 peoplefunit x 365 daysivr, = 0005 (CLL)
25851 pals.faf

=0.014

In-house use with septic
tank and leach field
system.

B4 gpepd x 3 peoplefunit x 365 daysfyr, x 0,10 (C1)
325851 gaks. Ao

=(.029

In-house use with septic
tank and leach field
system plus irfigation of
3,500 =q. ft. 1awn or
landscaping.

B3 ppepd k.3 propleiumitx 364 dayslyr, & LICU) 3500 5.
325851 galsa .

ol
t 360 sq e, X Chart B value

In-house use v»ih
evaporative lype sewage
syslem.

B5 gpepe % 3 peaplefunit ¥ 365 daysivr, % | (G L)
I25K51 gals faf.

={1.286

In-house seasonal use of
180 days or less with
central sewer system
returning water to stream

&3 gpepd x L5 peoplefumit x 180 daysiyr, x 0.05 (C.1,)
2585 gals/at,

= (.006

DT DUR LA TR0 LW 1215
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EXHIBIT A

WATER REPLACEMENT REQUIREMENTS

CATEGORY I (Cont.)

Replacement Equation

Type of Use {AC-FT.NYR)

In_muse seasonal Use U‘f '3_5 gpepd = 1.5 peaplsfmit = LED daysfye. = 0.1 (CULY - ﬂ ﬂ 12

180 days or less with AR el

seplic tank and leach

fizld system

In-house seasonal use of Ei.gp-rpli # L5 peophefunit s 180 daysiyr, x 1 {C.LLY =0.117

180 days or less with Sahel gt

evaporative {ype sewage

system,

Horse consumption |2 gals. Mayfarse x 365 daysiyr x | (C.U) 0.013 =
325851 palstal kb

_(;—ame mnsumpth::n 10 palsdduyfbovine 1 365 daysfyeox 1{C 1) =0.011
35BS gnlsfat. = M

J—

_lgcrnd evaporation for
each acre of waler

surface,

Fond surface area in acres multiplied times value in féelfyr-
from Chart A

Outside use for 3,600
square feel of lawn grass
jor imgated landscaping.

3500 wq.14t,

e e X Chart B value in fi/yr. x 1 (C.U.)
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EXHIBIT A

WATER REPLACEMENT REQUIREMENTS

CATEGORY Il

Source of Water: Confined aguifer.

Replacement Equation

Type of Use (AC FT.IYR.)
In-house use with central | 55.epced &3 poopletuaitx 365 duyaiye X TCU) _ 0.286
sewsr system returning LRI
water to stream or use of
seplic tank and leach
field.

In-house use with seplic. |Xpedsd pepldmia Vs daysys, | S0 w6,

tank and leach field
system plus irrigation of
3,500 sq. ft. lawn or
landscaping.

32504 st + TiED vt X (Ot B volue x 2)x HC.U)

In-house use with
evaporative type sewage
system.

&3 ppopd x 3 peoplefunit x 365 daysfys, w1 {0
325851 palssal

=0.286

In-house seasonal use of

&5 gpepd x 15 peoplefusit x J80 dayafyr. x 1 {C.IL)

1000 square feet of lawn
grass or irmgated
landscaping.

180 days or less with el o

central sewer system -

retuming water to stream

or use of seplic tank and

leach field.

r : 12 gals /dayfhorse 5 365 daysiyr, % 1(CU)

Horse consumption SIS et =0.013
B 10 gals ' doybovine & 165 dayahvr. & | [Ll'_:l -

Cale cansumplion "— 32585] gals.fad =0.011

Pond evaporation Measured supply.

Outside use for each Sl B

560 fae. % Chart B valuex 2 x 1 (C.U)

=

Abbreviations: af - acre fest; ac. - acre; C.U. - consumptive use; gals. - gallons;
gpepd - gallons per captia per day; ‘sq. ft. - square feet; yr. - year

TS ISEQUATION L WP |

Al3




[T

)

EXHIRITA
WATER REFLACEMENT REQUIREMENTS

CHART A
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BLUEGRASS IRRIGATION
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EXHIBRIT A
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DISTRICT COURT, WATER DIVISION 3, STATE OF COLORADO

CASE NO. 94CW62

CERTIFICATE OF MAILING OF REFEREE'S RULING

T do hereby certify that on the 5" day of December , 1998, I mailed, by certified
mail, true copies of the forepoing Referee’s Report and Ruling herein to the following:

Harold (Hal) . Simpson Steven E. Vandiver

State Engineer Division Engineer

1313 Sherman St. P.0O. Box 269

Denver, CO 80203 Alamosa, CO 81101

Carol Redding Colorado Water Conservation Board
San Luis Valley Water Conservancy Bist, 1313 Sherman Street, Room 721

PO Box 729 Denver, CO 80203

Monte Vista, CO 81144

I further certify that | mailed, by ordinary mail, true copies of said natice to the following:

Stephan C. Cann, Asst.-Adty. General Julianne M. Woldridge, Esq:
1525 Sherman St., 5th Floor 102 Morth Cascade, Ste. 400
Denver, CO 80203 Colorado Springs, CO 80903

Sharon D. Wright
Clerk of the Water Courl

Water Division 3
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APPENDIX B
SAN LUIS VALLEY WATER CONSERVANCY DISTRICT

RESOLUTION NO: 2007 - 05
RESOLUTION TO ADOPT FEE STRUCTURE

A RESOLUTION TO ADOPT A FEE STRUCTURE FOR THE AUGMENTATION
ENTERPRISE FUND
FOR THE SAN LUIS VALLEY WATER CONSERVANCY DISTRICT, COLORADO,
FOR CALENDAR YEAR 2008

WHEREAS, the Board of Directors of the San Luis Valley Water Conservancy
District has appointed M. Dee Greeman fo prepare and submit a proposed Fee
Structure to said govermning body at the proper time, and;

WHEREAS, M. Dee Greeman submitted a proposed Fee Structure to this
goveming body on Qctober 18, 2007 for its conslderation; and

WHEREAS, upon due and proper notice published or posted in accordance with
law, said proposed Fee Structure was open for inspection by the public at a designated
place, and a Public Hearing was held on Octobar 18, 2007 and interested fax payers
were given the opportunity to file or register any objections to said proposed Fee
Structure.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF
THE SAN LUIS VALLEY WATER CONSERVANCY DISTRICT, COLORADO:

That the Fes Structure, attached hereto, as submitted, hereby is Approved and Adopted
as the Annual Fee Structure of the San Luis Valley Water Conservancy District effective
January 1, 2007. This Fee Structure is subject to change upon future action by the
Board of Directors of the San Luis Valley Water Conservancy Disfrict,

Adopted this 18" day of October 2007,

SAN LUIS VALLEY WATER CONSERVANCY DISTRICT

Fesolution Mo, 2007 - 05
Adoptn. of Fee Structure for 2003
Page 1 of 3
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SAN LUIS VALLEY WATER CONSERVANCY DISTRICT

RESOLUTION NO: 2007 - 05 TO AD.OPT FEE STRUCTURE

ADMINISTRATION FEES EFFECTIVE JANUARY 1, 2008

* [ssuance of Agreement & Augmentation Certificate $350.00

s Processing of Petition of Inclusion of Land within the

District’s Boundaries $650.00

SALE PRICE OF AUGMENTATION WATER EFFECTIVE JANUARY 1, 2008

s For Agreement & Augmentation Certificates $15,000.00 per acre foot

¢ For One —-Time Sales

$ 2.'000.00_per acre foot

ANNUAL OPERATING / MAINTENANCE FEES FOR EXISTING AND NEW

AUGMENTATION WATER SALES*

1. For a Private Individual Home; with Irrigation & Livestock: $150.00

2. For Commercial Use of Less than 1.0000 Acre Feet: $350.00

3. Fee Formula for any Quantity of Augmentation Water
1.000 acre feet or more = $300.00 + ($200.00 x # Acre Feet)
Calculated to the nearest $100.00

THE FOLLOWING TABLE GIVES EXAMPLES

Acre Feet of Base $
Augmentation Water

1.5000 $300.00
2.0000 $300.00
5.000Q $300.00
10.0000 $300.00
25.0000 $300.00
50.0000 $300.00

* SEE BELOW FOR EXCEPTIONS AND SPECIFIC CONTRACTS AND AGREEMENTS

/

B2

(Acre Feet x $200.00) TOTAL $
$

$300.00 $600.00

$400.00 $700.00
$1,000.00 $1,300.00
'$2,000.00 $2,300.00
$5,000.00 $5,300.00
$10,000.00 $10,300.00

Resolution No. 2007 - 05 '
Adoptn. of Fee Structure for 2008 i
Page 2 of 3




SAN LUIS VALLEY WATER CONSERVANCY DISTRICT
RESOLUTION NO: 2006 — 05 TO ADOPT FEE STRUCTURE

FOR SPECIFIC EXISTING
AGREEMENT & AUGMENTATION CERTIFICATES & CONTRACTS

1. LaSoleil, LLC: Agreement & Augmentation Cerfificate # 401:

2008 @ $4,000.00 and 2009 @ $5,000.00.

2010 Through 2030 shall be fixed at $5,000.00 per year,
plus an annual increase beginning in 2010 at a rate no
greater than the annual percentage change in the index
known as the United States Bureau of Labor Statistics

{or any Index which replaces It if it is no longer published),
Consumer Price Index, for All Urban Consumers, All

Items for Denver-Boulder- Greeley, Colorado.

2, Town of Center — As a Municipality — Contract Dated April 25, 1994:

YEAR ANNUAL FE
2008 $800.00
2009 $900.00
2010 $1,000,00
2011 $1,100.00
2012 $1,200.00
2013 $1,300.00
2014 $1,400.00
2015 $1,500.00

3. Leavell-McCombs — Contract Dated May 24, 1991 & Subsequent
6, 2006

Amendments as of October 20, 2005, and F

2003 $8,000.00
2003 $10,000.00

2010 through 2030 shall be fixed at $10,000.00 per year,

plus an annual increase beginning in 2010 at a rate no

greater than the annual percentage change in the index

known as the United States Bureau of Labor Statistics

{or any Index, which replaces it if it is no longer published),
Consumer Price Index, for all urban consumers, all

items for Denver-Boulder-Greeley, Colorade. In no event will
the annual fee be lower than the fee charged for the Immediately

preceding year.

THE END
Resclution No, 2007 - 05

Adoptn. of Fes Structure for 2008
Page 3 af 3
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APPENDIX C
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APPENDIX D

AUDIT REPORTS



























2006, the District began negotiations with RIR, pursuant to its policy discussed above, to
acquire sufficient water from RIR to provide augmentation water for the proposed wells
in the development and to purchase the excess augmentation water identified in the HRS’
engineering study. An agreement was reached, but not long after, RIR began
experiencing financial difficulty due to the down turn in the real estate market.
Eventually, Tom Smith foreclosed on the RIR property. The District then initiated
negotiations with Tom Smith to assure its ability to meet the augmentation needs of the
development, particularly those who had purchased individual lots. These negotiations
have been successful and the District has agreed that it will receive 46.92 acre-feet of
consumptive use water derived from the Anaconda Ditch water rights for inclusion in its
Augmentation Program. Of that amount, the District will allocate 21.27 acre-feet for
augmentation of the currently platted development on the ranch. The remaining 25.65
acre-feet becomes part of the District’s Augmentation Program inventory for its future
use. After the District completes the change of the Anaconda Ditch water rights for use
in its Augmentation Program, it will purchase the remaining water.

HRS estimates that an average of approximately 307 acre-feet of augmentation water will
be available annually from the Anaconda Ditch water rights. Of that amount
approximately 47 acre-feet have been conveyed to the District, leaving approximately
260 acre-feet to be purchased by the District. Pursuant to its agreement with Tom Smith,
the current purchase price is $3,550 per acre-foot of average annual consumptive use, for
a total of $923,000. The actual annual yield of the Anaconda Ditch water rights, and the
total cost of those rights will be determined in the Change Case.

3.1.2.2 Description and Yield of Water Rights

The yield of the Anaconda Ditch water rights is generally described above. A thorough
description and yield of the Anaconda water rights is presented in a report “Historical
Consumptive Use Analysis and Augmentation Plan Operations Report for the Anaconda
Ditch Water Rights Used on the River Island Ranch” prepared by HRS, August 2010 a
copy of which will be provided upon request.
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