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Feasibility Study
The Tunnel Water Company
Laramie-Poudre Tunnel: West Portal Reconstruction &
Rehabilitation of East Portal Energy Attenuation Structure

Introduction (Need for the Project)

The Tunnel Water Company (“TWC”) owns and operates the Laramie-Poudre Tunnel which
diverts water from the West Branch of the Laramie River in Larimer County to the Cache la
Poudre River downstream and 11 air miles NNE of Cameron Pass. The 2.15 miles long tunnel
was constructed in 1910/11 to divert water from the Laramie River, a tributary of the North
Platte River, to the Cache la Poudre River primarily for irrigation of farm lands in Larimer and
Weld Counties. The Company purchased the tunnel in 1938 and has operated it continuously,
on a seasonal basis, since then.

Project Sponsor

The project sponsor is the Tunnel Water Company, a Colorado mutual ditch corporation. The
Tunnel Water Company is a mutual ditch company with 2 shareholders: Water Supply and Storage
Company (WSSC) and Windsor Reservoir and Canal Company (WRCC). There are 450 shares of
Tunnel Water Company stock issued and outstanding. Water Supply and Storage is the majority
owner of Laramie Poudre Tunnel, owning 300 shares. Windsor Reservoir and Canal Company owns
150 shares. The Tunnel Water Company purchased the Laramie Poudre Tunnel and adjoining
Laramie River System in 1938 after the Greeley-Poudre Irrigation District went bankrupt. Assets of
the Greeley-Poudre Irrigation District were split between Water Supply and Storage Company and
Windsor Reservoir and Canal Company.

Founded in 1891, WSSC has 600 shares outstanding and about 155 shareholders. The WSSC
shareholder group includes three municipalities, the cities of Thornton, Fort Collins and Greeley
and two water districts, ELCO and North Weld County Water District. The remaining WSSC
shares are primarily owned by about 150 family farmers and dairymen. Nearly all the water
diverted by the WSSC, including water diverted through the Laramie-Poudre Tunnel, is and has
historically diverted for agricultural uses, principally flood and sprinkler irrigation of about
40,000 acres in Northern Colorado. The municipalities and water districts have either
completed or are in the process of completing change cases in water court in anticipation of
use of a portion of their shares to meet municipal needs in the future.

Windsor Reservoir & Canal Company is owned 50% by the City of Greeley and 25% each by
North Weld County Water Company and Fort Collins-Loveland Water District.
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Project Service Area and Facilities

TWC provides water to its shareholders, WSSC and WRCC. WSSC delivers irrigation water to
shareholders, primarily for agricultural irrigation on about 40,000 acres lying below the Larimer
County Canal between Highway 287 north of Fort Collins to several miles east of Highway 85
near Pierce and Ault, Colorado. WRCC delivers water to its shareholders at the Soldier Canyon
Filter Plant just east of Horsetooth Reservoir and to the City of Greeley at their Bellvue Water
Treatment Plant northwest of Fort Collins, principally for municipal use in their service areas.
See the maps attached in Appendix F.

TW(C's facilities include the Laramie-Poudre Tunnel, the Rawah and Lower Supply Ditch, a camp
with cabin and appurtenant structures for operations and maintenance near the confluence of
the ditch, the West Branch of the Laramie River and the inlet channel to the tunnel (west
portal). Larimer County Road 103 provides access from Highway 14, the Poudre Canyon
Highway, approximately 46 miles west of the intersection of Highway 14 and Highway 287
(Ted’s Place, as it is commonly known).

Skyline Ditch: this collection ditch, wholly owned by WSSC, diverts water from the
headwaters of the West Fork of the Laramie River directly into Chambers Reservoir, then into
Joe Wright Creek and the Cache la Poudre River. By contractual agreement with WRCC, WSSC
may also divert water from this ditch through the Laramie-Poudre Canal.

Rawah and Lower Supply Ditch (Rawah Ditch): diverts water from the west slope of the
Laramie River Valley south of Glendevey, CO into the 2.15 mile long Laramie-Poudre Tunnel.
The tunnel discharges that water into the Cache la Poudre River at Highway 14 at a point 1.9
miles west or uphill from the CDOT maintenance facility and 5.4 miles east or downhill from its
intersection with CR103 (the Glendevey or Laramie River Road).

Hydrology and Water Rights

TWC has a decreed right of 300 cfs adjudicated 9/11/1944 and 2/20/1914 for the Laramie-
Poudre Tunnel, Priorities 71-73 & 75 in District #48. As the result of litigation which reached
the U.S. Supreme Court, there are volumetric limits in effect for all Upper Laramie River
diversions.

See Appendix B.

All water diverted by the Tunnel Water Company flows through the Laramie-Poudre Tunnel and
then into the Cache La Poudre River. All waters, including waters diverted through the Laramie-
Poudre Tunnel taken by the WSSC for distribution to its shareholders is diverted near the Cache
la Poudre Canyon mouth through its head gate just south of Ted’s Place.

Windsor Reservoir & Canal Company diverts it share of water diverted by the Tunnel Water
Company through the Munroe Canal, the Poudre Valley Canal or the Eaton Canal through its
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Cache la Poudre river head gate or by release from Long Pond, an off-channel reservoir owned
by Water Supply & Storage Company, into the Eaton Canal.

(The balance of this page intentionally left blank.)
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Project Description and Alternatives

The Company intends to engage a contractor to open cut the west portal of the existing
Laramie-Poudre Tunnel for a distance of 80 lineal feet. With the overburden removed and the
slopes above stabilized, the grade of the tunnel invert will be reduced from about 21% to 5% by
extending its length by 165 feet. The tunnel inlet will be reconstructed with concrete
reinforced box culvert with inside dimensions of 8’ x 8 and a length of 8’. There will be site
specific fittings designed for the inlet structure and trash rack and for the transition from the
box culvert to the existing tunnel which will be formed and poured in place. The interior of the
box culvert will be fitted with removable, energy attenuation curbs approximately every 2.5
feet along the invert to control water velocity. The capability to remove those will facilitate
future maintenance access for mining equipment, should that be necessary.

The box culvert will be covered after installation with material excavated during this project
and with material recovered from muck piles left on-site from the original tunnel construction.
The covering will protect the box culvert from damage from above should native material
above the tunnel portal slide or sluff onto the portal structure below.

Laramie-Poudre Tunnel West Portal Reconstruction -- Alternatives Considered.

1. No action alternative The Company quickly dismissed a “no action” alternative as it
will eventually result in the failure of the west portal of the tunnel, rendering it unusable
pending emergency repairs. Having that occur during irrigation season would cause irreparable
harm to its shareholders who rely on diversions through the tunnel for a substantial portion of
their annual irrigation needs.

2. Replacement and reconstruction of the existing tunnel timber and concrete support
structure. The Company considered the replacement of the existing timber square sets and
concrete lining in this section of the tunnel. That alternative was rejected because the existing
tunnel cross-section is too small and restricted to handle mining equipment and secondly its
steep grade makes entry and egress more difficult and time consuming, particularly when
performing maintenance or rehabilitation procedures. Lastly, that alternative, which would
yield an unsatisfactory outcome for the reasons above, would likely be more expensive and
time consuming to construct.

3. Replacement of the tunnel. There are no suitable locations nearby and the cost
would be prohibitive, if environmental approvals could ever be garnered, to replace the tunnel
in an alternate location.

4. Alternative water sources. The Company is unaware of any alternate sources of
water should the tunnel be abandoned.
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Rehabilitation of East Portal Energy Attenuation Structure — Alternatives Considered

1. No action alternative. If this structure is not repaired and rehabilitated, it will eventually
fail. That failure is likely to cause a re-routing of water from the outlet of the tunnel’s east
portal downslope. Significant erosion damage may occur, including damage to Highway 14
immediately below the east portal.

2. Redesign of the outlet energy attenuation structure. The Company’s engineers deemed it
reasonable and cost effective to rehab the existing structure or replace it with one of similar
size and construction, rather than prepare a new design.

3. Replacement of the tunnel. There are no suitable locations nearby and the cost would be
prohibitive, if environmental approvals could ever be garnered, to replace the tunnel in an
alternate location.

Selected Alternatives

We have selected Alternative 2 in each case, as described above, replacement and
reconstruction of the existing tunnel timber and concrete support structure and replacement of
the outlet energy attenuation structure.

Cost Estimates
Implementation Schedule

Bids solicitations will go out no later than July 1st, bids to be received July 30th and bid
awarded August 5th. Construction to begin August 31st or sooner if the tunnel diversions have
reached the adjudicated quota (resulting in the end of diversions for the season) before that
date.

Permitting

The tunnel and project site lie within the Canyon Lakes District of the Arapaho and Roosevelt National
Forest. The tunnel camp at the west portal of the tunnel is located on a 2.5 acre USDA-FS special use
permit. The Company is the permittee. The construction and all the related activity, staging of
materials and equipment, will occur within the Company’s 1891 Act Easement or within the boundaries
of a temporary construction special use permit to be issued. The District Ranger and his staff have been
briefed several times on the project over the past three years on the project and have conducted site
visits. Preparation of the application for the temporary permit necessary is underway. Based on those
several discussions, the Company is confident it can meet the requirements of the Forest Service and
will garner the necessary temporary permit well before construction commences. With respect to the
easement for the tunnel inlet and the tunnel itself, this project is a maintenance activity and permitted
under the easement terms and Colorado law.

Institutional Considerations

None.
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Financial Analysis

The Tunnel Water Company shareholders, Water Supply & Storage Company and Windsor
Reservoir & Canal Company, have approved the budget for the current fiscal year ending
November 30, 2015. Assessments approved total $416,026, or $946.72 per share outstanding
and are sufficient to cover projected operating costs, other capital expenditures and debt
service. See a copy of the 2014/15 budget included in Appendix D.

Credit Worthiness

The Company has an excellent credit rating, has never defaulted on its financial obligations
(certainly within the knowledge of current Board Members and management. The Company is
nearly 77 years old.) See the audited financial statements for FYE 11/30/14 prepared by
Scofield & Scofield, P.C., attached in Appendix D. The Company has outstanding borrowings
from the CWCB. The Tunnel Water Company, borrowed $3,481,400.81, in two loans, from
CWCB in 2002 to rehabilitate the Laramie-Poudre Tunnel after a cave-in event.

Alternative Financing Considerations

If the Company is not successful in securing this financing, it will approach commercial banks for
additional financing. The Company’s Directors considered raising shareholder assessments to
pay for these projects, but believe it prudent to spread the cost over an extended term to
better match the cash flow cost with the benefit garnered by the improvements contemplated.

Collateral

The Company will offer either a pledge of assessment revenues or other Company assets as
collateral for the loans. Those other assets could include unencumbered C-BT shares, vacant
land or other assets.

Economic Analysis

This tunnel is a key water conduit for the shareholders of the Company. The economic
damage to the Company and its various shareholders, should it become damaged and
inoperative is inestimable.

Social and Physical Impacts

The project sites are both located on lands not typically accessible or utilized by the general
public.

Social Impacts. There are no social impacts expected from the completion of the project.

Physical impacts. There will be additional traffic to deliver materials to the site and for a small
number of construction workers, but those will occur after Labor Day and before Memorial Day
when the numbers of National Forest visitors and other traffic in the Poudre Canyon and the
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Laramie River Valley are much lower than normal in the prime tourist season months of June
through August.

Conclusions

This project is of utmost importance to the Company and its shareholders. The continued
viability of the tunnel and the long term availability of the water supply it carries to Northern
Colorado residents is essential.
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