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TO:   Colorado Water Conservation Board Members  
 
FROM:  Anna Mauss P.E., Project Manager 
  Kirk Russell, P.E., Finance Section Chief 
 
DATE:   March 16-17, 2016 Board Meeting  
 
AGENDA ITEM:  13b.  Water Project Loans / WSRA Grants 
 Duke Ditch Company – Piping the Duke Ditch  
 
 

Introduction 

The Duke Ditch Company (Company) is applying for a loan for Piping the Duke Ditch (Project). The Duke 
Ditch (Ditch) is an earthen ditch that traverses a steep hillside in Leroux Creek canyon in Delta County. 
It has significant seepage that contributes both salinity and selenium to the Colorado River System. 
Primary funding for the Project will be provided by the Bureau of Reclamation (Bureau) Basin States 
through its Salinity Control Program (Salinity Control Program) and the Natural Resource Conservation 
Service (NRCS) through in-kind services. The total Project cost is estimated to be $749,374. The 
Company is requesting a loan from CWCB for approximately 12% of the Project Cost and WSRA grants 
for approximately 12% of the Project Cost. The remaining 76% of Project cost will be funded by the 
Bureau and NRCS. See attached Project Data Sheet for a location map and Project summary.  

 

Staff Recommendation for CWCB Loan 
Staff recommends the Board approve a loan not to exceed $90,900 ($90,000 for Project costs and $900 
for the 1% service fee) to the Duke Ditch Company for costs related to the Piping the Duke Ditch 
Project from the Construction Fund. The loan terms shall be 30 years at a blended interest rate of 
2.00% per annum. Security for the loan shall be in compliance with CWCB Financial Policy #5.  

 

Staff Recommendation for WSRA Grant  
Staff recommends approval of up to $47,237 from the Statewide Account and $47,237 from the 
Gunnison Basin Account to the Duke Ditch Company for costs related to the Piping the Duke Ditch 
Project. 
 
 

  

John Hickenlooper, Governor 
 
Robert Randall, Interim DNR 
Executive Director 
 
James Eklund, CWCB Director 
 

1313 Sherman Street 
Denver, CO 80203 
 
P (303) 866-3441   
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Background 

The Ditch provides irrigation water to a 380-acre service area in Delta County. Its diversion is located 
west of the Town of Hotchkiss, on Leroux Creek. The Ditch extends southeast approximately 2.7 miles. 
Irrigated acreage of approximately 290 acres within the service area is primarily used for sheep grazing 
and hay production. The Willow Heights neighborhood is also served by the Ditch to supply outdoor 
irrigation water for gardens and lawns.  
 
Due to its location on a hillside, the Ditch is prone to wash out. It is also subject to significant seepage 
and evaporative losses and has regular maintenance and aquatic vegetation growth issues. 
Geologically, the Ditch is located within the Colorado River Basin – Lower Gunnison Basin Unit. This 
area is known to contribute significant salinity and selenium within the basin. Therefore, piping the 
Ditch will not only reduce maintenance costs, it will also reduce salt loading in the Colorado River 
System by 395 tons/year. As such, the Company qualifies for funding from the Salinity Control Program.  

The Salinity Control Program is a Bureau program, active since the 1980s in the Gunnison Basin, with 
the goal of controlling and reducing salt loading to the Colorado River. Beginning in 1995, the Bureau 
introduced a basin-wide program to award Salinity Control Program grants to owners of irrigation 
delivery systems through a competitive process offered approximately every three years.  

In order to apply for funding from the Bureau, the Company utilized a $5,000 grant from the CWCB 
through its Gunnison Basin Salinity Control Technical Assistance Program (authorized via CWCB Projects 
Bill HB14-1333). This program assists qualifying owners of irrigation infrastructure in the Gunnison Basin 
in the application process of the Salinity Control Program by reimbursing owners a portion of the 
engineering costs required to complete the application to the Bureau.  

Loan Feasibility Study  

Beth Karberg, Colorado Department of Agriculture prepared the Loan Feasibility Study, titled 
“Feasibility of Piping the Duke Ditch,” dated January 2015.  Engineering and technical support was 
provided by Shana Harness, NRCS Soil Conservationist, and Robert Gallegos, NRCS Agricultural Engineer. 
The feasibility study was prepared in accordance with the CWCB guidelines and includes an analysis of 
alternatives, preliminary engineering design, and construction cost estimates.  

Borrower – Duke Ditch Company 

The Company, established in 1920, is a non-profit corporation registered in the State of Colorado. It is 
in good standing with the Colorado Secretary of State.  There are 11 shareholders and 80 shares of 
stock. The Company’s Board of Directors has the power to set annual assessments to be paid by the 
shareholders and the power to foreclose a lien against any shares for which assessments are not paid. 
Shareholder approval is required to take on debt and pledge collateral. Company revenues come from 
shareholder assessments.  
 

Water Rights  

The source of water for the Ditch is direct flow water out of Leroux Creek and Barrow Gulch. 

TABLE 1: WATER RIGHTS 

Name Amount Appropriation 
Date Adjudication Date Water Court 

Case No. 
Duke Ditch (Leroux Creek) 2.5 cfs 8/31/1892 2/20/1904 CA0346 
Duke Ditch (Barrow Gulch) 2.5 cfs 8/31/1892 2/20/1904 CA0346 
Duke Ditch (Leroux Creek) 5.0 cfs 8/31/1892 12/31/1989 89CW0151 

The average annual diversions are 2,424 acre-feet.  



Duke Ditch Company  Agenda Item 13b 
March 16-17, 2016 Board Meeting  
Page 3 of 6 

 
Project Description  
The Company considered the following Project alternatives: 
 
Alternative 1 – No-Action: This alternative was considered undesirable as it does not meet the 
Company's goal of reducing the risk of Ditch washouts requiring emergency repairs, nor does it reduce 
salinity or selenium loading to the Colorado River System.  

Alternative 2 – Pipe the Ditch with HDPE pipe: This alternative considered replacing all 2.7 miles of 
unlined ditch with High Density Polyethylene (HDPE) pipe but was rejected due to higher material cost 
and limited availability of pipe welding equipment required versus Alternative 3.  

Selected Alternative 3 – Pipe the Ditch with PVC pipe: This alternative will replace all 2.7 miles of 
unlined ditch with 18-inch to 24-inch diameter polyvinyl chloride (PVC) pipe.  Existing structures, 
including four inlet structures and four outlet structures, will be replaced. Costs for the selected 
alternative are shown in the following table: 

TABLE 2: ESTIMATED PROJECT COST 

Task Cost In-Kind 

NRCS Design / Construction management  $  47,500 

NRCS NEPA Compliance   $  23,700 

NRCS Habitat Replacement  $  29,700 

Construction $  648,474  

 

TABLE 3: PROJECT FUNDING SUMMARY 

  Cash In-Kind Total 

Duke Ditch Company $0  $0 $0  
CWCB Water Project Loan $90,000   $90,000   
NRCS 

 $100,900 $100,900  
Salinity Control Program $464,000  $464,000  
Sub-total matching funds $554,000 $100,900 $654,900  
Gunnison Basin Account $47,237   $47,237  
WSRA Statewide Account $47,237  $47,237  

Total $648,474 $100,900  $749,374   

 
NRCS funding is all in-kind. Salinity Control Program funds will be disbursed throughout the 
construction process as will the CWCB funds. Disbursements will be made on a pro rata basis per each 
pay request as 71% Salinity Control Program, 14% CWCB loan, and 15% WSRA grants.   
 
Permitting: All easements and right-of-ways have been secured. The Company expects to be exempt 
from 404 permitting by statutory exemption, 33 CFR Section 323.4(a)3. This exemption will be 
confirmed with the Army Corps of Engineers.  
 
Schedule: NRCS expects to complete the final design by August 2016. Construction will follow in the 
fall of 2016 with completion by spring of 2017.  
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Water Supply Reserve Account Grant 
Applicant & Fiscal Agent: Duke Ditch Company 

Water Activity Name: Piping the Duke Ditch 

Water Activity Purpose: Agricultural / Municipal 

County: Delta 

Drainage Basin: Gunnison 

Water Source: Leroux Creek 

At the February 2016 Gunnison Basin Roundtable meeting, the Roundtable recommended approval of 
the Piping the Duke Ditch Project application request for the following Basin and Statewide Funds:  

Amount Requested/Source of Funds: $47,237   Gunnison Basin Account 
  $47,237   Statewide Account 
 $94,474 Total Grant Request 

Matching Funds: Basin Account Match: $47,237 = 50% of total grant request (meets 5% min); 
Basin Account & Applicant Match: $702,137= 1486% of total grant request (meets 

25% min); 
Applicant Match: $654,900 = 87% of total project costs ($749,374)  
(refer to Funding Summary/Matching Funds section) 

Objectives: 
The primary purpose of this Project is to reduce salt loading to the Colorado River system by 395 
tons/year. It supports agriculture in Western Colorado and improves habitat for threatened and 
endangered fish in the Colorado River basin by decreasing salt and selenium.  

Discussion:  This Project aligns with Colorado’s Water Plan as described in Section 6.5 Municipal, 
Industrial, and Agricultural Infrastructure Projects and Methods. The Project also meets the Gunnison 
Basin’s primary goal in its Basin Implementation Plan of protecting existing water uses in the basin (see 
BIP Table 11. Basin Goals) and meets the complementary goals of improving agricultural water 
supplies, protecting the environment, and improving water quality.    
 
Issues/Additional Needs:  Final Professional Engineer stamped construction drawings will be required 
by the CWCB prior to disbursement of funds.  

Threshold and Evaluation Criteria: 
The application meets all four Threshold Criteria. 
 
Tier 1-3 Evaluation Criteria: 
Staff has reviewed and evaluated the applicant’s grant documents and determined that it satisfies the 
Evaluation Criteria.  Please refer to WSRA Application for applicant’s detailed response. 
 
All products, data and information developed as a result of this grant must be provided to the CWCB in 
hard copy and electronic format as part of the project documentation.  This information will in turn be 
made widely available to Basin Roundtables and the general public and will help promote the 
development of a common technical platform.  In accordance with the revised WSRA Criteria and 
Guidelines, staff would like to highlight additional reporting and final deliverable requirements.  The 
specific requirements are provided below. 
 
Reporting:  The applicant shall provide the CWCB a progress report every 6 months, beginning from the 
date of the executed contract.  The progress report shall describe the completion or partial completion 
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of the tasks identified in the scope of work including a description of any major issues that have 
occurred and any corrective action taken to address these issues. 
 
Final Deliverable:  At completion of the Project, the applicant shall provide the CWCB a final report 
that summarizes the project and documents how the project was completed.  This report shall contain 
photographs, summaries of meetings, and engineering reports/designs. 
 
Engineering:  All engineering work (as defined in the Engineers Practice Act (§12-25-102(10) C.R.S.)) 
performed under this grant shall be performed by or under the responsible charge of professional 
engineer licensed by the State of Colorado to practice Engineering. 
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CWCB Loan Program 
Financial Analysis 

The Company qualifies for a blended interest rate of 2.00% for a 30-year term (Ownership: 68% 
Agricultural, and 32% Low-Income Municipal). Table 4 provides a summary of the Project’s financial 
aspects.  

TABLE 4: FINANCIAL SUMMARY 
Total Project Cost $749,374 
Grant and In-Kind $659,374 
CWCB Loan Amount  $90,000 
CWCB Loan Amount (Including 1% Service Fee) $90,900 
CWCB Annual Loan Payment $4,059 
CWCB Annual Loan Obligation (1st Ten Years) $4,465 
Number of Shares 80 
Annual Loan Obligation per Share $56/share 
Current Assessment per Share  $100/share 
Anticipated Future Assessment per Share  $100/share 

The Company anticipates saving over $4,000 annually on Ditch cleaning operations as a result of the 
pipeline installation. These savings will offset the cost of the CWCB debt service; therefore, it does not 
anticipate the need to raise assessments for its shareholders.  

Creditworthiness: The Company has no existing debt. 

TABLE 5: FINANCIAL RATIOS 

Financial Ratio Past 3 Years Future 
w/ Project 

Operating Ratio (revenues/expenses) 
 weak: <100%  -  average: 100% - 120%  -  strong: >120%  

150% 
(Strong) 

$8.1K/$5.4K 

137% 
(Strong) 

$8.1K/$5.9K 

Debt Service Coverage Ratio 
(revenues-expenses)/debt service 

 weak: <100%  -  average: 100% - 120%  -  strong: >120%  
N/A 

149% 
(Strong) 

 ($8.1K-$1.4K) 
$4.5K 

Cash Reserves to Current Expenses 
 weak: <50%  -  average: 50% - 100%  -  strong: >100%  

174% 
(Strong) 

$9.4K/$5.4K 

161% 
(Strong) 

$9.4K/$5.9K 

Annual Operating Cost per Acre-Foot (2,424 AF) 
weak: >$20  -  average: $10 - $20  -  strong: <$10  

$2.23 
(Strong) 

$5.4K/2,424 AF 

$2.44 
(Strong) 

$5.9K/2,424 AF 

Collateral:  Security for this loan will be a pledge of assessment revenues backed by a rate covenant 
and the Project itself (the Duke Ditch pipeline). This is in compliance with the CWCB Financial Policy 
#5 (Collateral).  

cc:  Marley Duclo, Duke Ditch Company 
 Beth Karberg, Colorado Department of Agriculture 
 Susan Schneider/Jennifer Mele, Colorado Attorney General’s Office  

Attachment:  Water Project Loan Program – Project Data Sheet & WSRA Grant Application 
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Water Project Loan Program - Project Data Sheet 

The Duke Ditch Company diverts from Leroux Creek and 
Barrow Gulch, west of the Town of Hotchkiss, and 
delivers water through the Company's ditch to a 380-acre 
service area. The earthen ditch traverses a steep hillside 
in the Leroux Creek canyon where it is prone to washout 
and is subject to significant seepage and evaporative 
losses. As a result of the location, it has significant 
maintenance and aquatic vegetation growth issues. The deep percolation of irrigation water in this 
area contributes salinity and selenium to the Colorado River system; therefore, the Company obtained 
a $464,000 Salinity Control Program grant (61% of project costs) and a $100,900 NRCS grant (13% of 
project costs), as the project is expected to reduce salt loading to the Colorado River system by 395 
tons/year. In addition, the Company is applying for a $47,237 basin grant and a $47,237 statewide 
grant from the Water Supply Reserve Account Grant Program to pipe the entire 2.7 miles of ditch. 
Construction is scheduled for the fall/winter of 2016/2017. 
 

 

L O A N  D E T A I L S 
Project Cost: $749,374 
CWCB Loan (with Service Fee): $90,900 
Loan Term and Interest Rate: 30 years @ 2.0% 
Funding Source: Construction Fund, WSRA, Salinity Control 

B O R R O W E R  T Y P E 
 Agriculture Municipal Commercial 
 68% 32% Low - 0% Mid - 0% High 0% 

P R O J E C T  D E T A I L S 
Project Type: Ditch Rehabilitation 
Average Annual Delivery: 2,424 AF 

 
 
 

L O C A T I O N 
County: Delta 
Water Source: Leroux Creek  
Drainage Basin: Gunnison 
Division: 4 District: 42 

Hotchkiss 
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