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Introduction 

Union Well Augmentation Group, Ltd. (UWAG), located in Weld County, Colorado, provides 
water for augmentation use to its shareholders through a quota based on water availability in its 
augmentation plan for the current pumping year. UWAG currently owns one share of Union 
Ditch Company, a conditional junior water right, and also leases water from various entities. 
Through the purchase of additional water, UWAG would be able to increase the quota allocated 
to its shareholders, making UWAG's augmentation plan more stable and viable. 

Project Sponsor 

UWAG was organized as a Colorado for-profit corporation in July 2004 for the purpose of 
receiving and holding title to direct flow and storage water rights, reservoirs, and holding basins, 
land, easements, rights-of-way, and other related facilities. UWAG administers such water 
rights and operates the related facilities for the benefit of UWAG shareholders in accordance 
with the Plan for Augmentation under Decree entered in Case No. 03CW404 by the District 
Court in Water Division 1. 

UWAG is in good standing with the Secretary of State's Office. UWAG's Articles of 
Incorporation, Bylaws, and certificate of good standing are included in Appendix B. UWAG 
collects assessments for the purpose of covering the costs and expenses incurred in the 
operation and maintenance of UWAG. The Company has issued 29 shares of stock owned by 
17 shareholders, with no municipal or industrial users owning UWAG stock; a copy of the 
current shareholder list is included as Appendix C; note that Prado View Investments is included 
in UWAG's augmentation plan, but is not a shareholder. The Ream well and Ream pond have 
been dropped from the plan since the entry of the Decree; they have filed their own 
augmentation plan. All UWAG shareholders are shareholders of Union Ditch Company, but not 
all shareholders of Union Ditch Company are shareholders of UWAG. UWAG has a Board of 
Directors composed of five shareholders, two of which must be the Company president and vice 
president, and other officers including a secretary and treasurer. The Company holds an annual 
meeting and the Board of Directors meet, as needed, on a regular basis. The Company's 
annual operating budget varies from year-to-year. Revenue is generated through shareholder 
assessments and other fees and charges. The Company employs a part-time 
secretary/treasurer. 

Project Service Area and Facilities 

The general service area for UWAG is the land irrigated under the Union Ditch, generally east of 
the Town of LaSalle between the Lower Latham canal system to the north and Western Mutual 
(Hewes-Cook) canal system to the south. A map of the service area and the wells is included 
as Appendix D. The wells are used to supplement irrigation water from the Union Ditch for a 
variety of agricultural crops, and are often used in the early irrigation season for vegetable crops 
prior to irrigation water being run. 

There is a recharge pond, known as the Miller Pond, that is used as part of the augmentation 
plan. The property for the pond site was provided in exchange for UWAG providing 
augmentation water for the landowner's well. See Letter of Understanding in Appendix E 
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Water Rights 

UWAG owns one share of Union Ditch Company, which was included for a change of use for 
augmentation and recharge under Case No. 03CW404; a copy of the certificate is included in 
Appendix E. Under the Decree, there is also a conditional junior water right for use in the 
augmentation plan. 

UWAG currently leases 5.75 shares of Union Reservoir water from Union Ditch Company. The 
leased shares of Union Reservoir water are used in accordance with the terms of the 
Operational Policies of Union Reservoir Company (included in Appendix E) and under 
agreements between the Union Ditch Company and Union Reservoir Company (also included in 
Appendix E) 

UWAG also has leases with the City of Longmont and the City of Aurora. The lease with the 
City of Longmont has been reduced from the original amount and the only water leased from the 
City of Longmont is the amount requested by Prado View Investments under agreement dated 
September 15, 2014. The lease with the City of Aurora was entered into because of a 
substantial increase in the lease rate by the City of Longmont from $258 per acre foot to $1,112 
per acre foot. The current lease rate of $300 per acre foot with Aurora could increase at the end 
of the initial 5-year term. Copies of the above agreements are included in Appendix E. 

Regarding the water being purchased, Union Reservoir Company shares were historically used 
as a supplemental irrigation supply for shareholders in the Union Ditch Company. Union 
Reservoir shares have not been used for irrigation purposes under the Union Ditch system 
since the early 1980s, when most of the shares owned by Union Ditch Company shareholders 
were sold or transferred to the City of Longmont. The City of Longmont changed the shares it 
owned under Case No. 87CW222; the decree also included Union Reservoir shares owned by 
the remaining Union Reservoir shareholders. 

The water in the augmentation plan is used first to cover depletions, which vary from well to 
well, then to establish a quota for that year; a final quota is set annually based on available 
water. For 2015, the full initial quota was 4.57 AF per share, which includes the Aurora lease of 
2.30 AF per well. The four Union Reservoir shares being purchased would yield 2.25 AF per 
share, almost equivalent to the amount from the Aurora lease, and would raise the initial quota 
to 6.87 AF per share. Quota can be leased between shareholders. 

Copies of decrees, agreements, and other pertinent information are included in Appendix E; 
UWAG's quota information is also provided in Appendix F. 

Project Description and Alternatives 

The project is to acquire additional water for UWAG's augmentation plan. 

Alternatives considered were: 

1. No action. 
2. Lease additional water. 
3. Purchase four (4) shares of Union Reservoir Company that have been offered for sale. 
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Alternative 1 was considered unacceptable because it meant that UWAG would be dependent 
upon current water owned and leased, with lease costs anticipated to rise in the future. 

Alternative 2 was considered unacceptable because lease rates are high and, as in the case of 
the current lease with the City of Longmont, are not cost-effective for crop production. It is also 
difficult to find cost-effective, long-term leases acceptable to the Water Court and objectors. 

Alternative 3 was the optimal choice and was selected because the cost per acre foot of the 
water was cost-effective for crop production and the price would not increase over the years 
since a loan amount to purchase the shares would be paid through a fixed annual payment. 
The water would also be a Company asset. The Union Reservoir water would provide 
additional quota, as previously discussed. In the future, if the Aurora water lease costs were to 
increase substantially, the lease could be dropped and the water available for a quota would 
return to approximately the same level as prior to the purchase of the Union Reservoir shares. 

The purchase of Union Reservoir shares would be beneficial because UWAG already leases 
Union Reservoir shares from Union Ditch Company and they work well in the UWAG 
augmentation plan. There is less transit loss with the Union Reservoir shares than with the 
lease with the City of Aurora, and there are no issues with having to bypass the water around 
the Western (Hewes-Cook) Ditch during the summer and fall. The Union Reservoir shares also 
provide flexibility with water release timing and, at least on a short-term basis, since the shares 
were included in Longmont's change case, the shares could be leased to Longmont in 
exchange for other water on a one-for-one consumptive use basis. 

Selected Alternative and Cost Estimate 

The selected Alternative 3 involves the following tasks: 

1. Negotiations with the seller for purchase of the shares, including an appraisal of 
the shares. 

2. Entering into an agreement to purchase the water. 
3. Closing on the purchase of the shares. 
4. Reissuance of the stock certificates into UWAG's name, with CWCB shown as a 

lienholder. 

The estimated cost breakdown for the project, including future expenses for obtaining a CWCB 
loan, is as follows: 

Purchase price 

Engineering 

Legal fees 

Appraisal fee 
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5,000 

7,500 

5,000 



Other estimated costs (including future 
expenses for obtaining a CWCS loan) 5,500 

Total costs $523,000 

Implementation Schedule 

The Union Reservoir shares to be purchased are currently in the name of a trust and are in the 
process of being transferred to the trust beneficiaries. It is anticipated that the new certificates 
to the beneficiaries will be issued by the end of October. The beneficiaries have stated that they 
will not enter into negotiations until the shares have been re-issued. Once the shares have 
been re-issued, UWAG will again contact the share owners to negotiate the purchase of the 
shares. It is unknown how long the negotiations will take because there will be two owners to 
negotiate with. It is anticipated that negotiations and closing on the shares would take place by 
the end of January 2016, but it could take longer. 

Permitting 

There are no permitting issues. 

Institutional Considerations 

It has not been determined at this time whether the shares will be the subject of a change of use 
case in Water Court. Initially, it is anticipated the shares will be used in an exchange with the 
City of Longmont for effluent water on a one-for-one basis. If the shares are changed in Water 
Court, the shares will be used in the augmentation plan under a substitute water supply plan 
until the decree is entered in the case. 

Financial Analysis 

UWAG is applying for a 20-year loan from the CWCS in the amount of $470,700 from the Water 
Project Loan Program Account to cover 90% of the estimated cost of purchase of Union 
Reservoir shares for augmentation use project. The remaining 10% of the estimated cost of the 
purchase of Union Reservoir shares for augmentation use project will be paid from funds 
currently held by the Company or through an assessment. The Union Reservoir shares would 
be a Company asset. The loan application is attached as Appendix A. 

Financial statements for fiscal years ended 2012,2013, and 2014 are included in Appendix G of 
this feasibility study, along with the proposed budget for 2015. UWAG does not operate on a 
large balance, but rather make assessments as needed during the year to cover expenses. 

At the standard agricultural lending rate of 1.55%, the annual payments on a $470,700 20-year 
loan would be $27,552. Assessments would increase by approximately $950 per share to 
cover the annual payment due under the loan ($27,552 divided by 29 shares; the Prado View 
Investments well included in the augmentation plan would not benefit from the water purchased 
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and so would not be assessed for the CWCS loan payment; Prado View only receives water 
under the City of Longmont lease). Assessments, which vary from year to year, have been 
around $1,055 per share and would increase to $2.005 per share, including assessments for 
water leases. Assessments for administrative fees (which includes the loan payment on Loan 
Contract C150172 in the name of Union Ditch Company, which is discussed below under Credit 
Worthiness) and water rental are presented to shareholders through a proposed budget and 
approved at the annual shareholder meeting held in January of each year. 

The assessments for administrative fees for the years 2012 to 2015 are summarized below. 
Amounts include shareholder assessments (one share is issued per well), plus the Prado View 
Investments well, and the Ream pond (dropped from the plan for 2015 budgeting purposes). 

Year !Administrative Fees Assessment Per Share 
2015 (budgeted) (30 wells) $38,305 $1,277 
2014 (32 wells) $25,200 $788 
2013 (32 wells) $35,200 $1,100 
2012 (32 wells) $82,975 $2,593 

Assessment amounts vary depending on expenses incurred. The 2013, 2014, and 2015 
amounts are more representative of assessment amounts. The average of 2013, 2014, and 
budgeted 2015 amounts is $1,055. 

UWAG will establish a CWCS loan reserve account in the amount required for the loan reserve 
for the requested loan and will be maintained throughout the term of the loan. 

Financial Summary 

Project Cost $523,000 
Loan Amount (90% of Project Cost) $470,700 
CWCS Loan Payment Amount $27,552 
Number of Shareholders 17 
Number of Shares of Stock 29 
Current Assessment Per Share (average of 2013, 2014, and 2015 budget) $1,055 
Future Assessment Per Share (approximate) $2,005 
Annual Project Cost Per Acre Foot Consumptive Use 
(16 AF consumptive use per share) $431 

Credit Worthiness 

UWAG currently makes the loan payment on Loan Contract C150172 in the name of Union 
Ditch Company. The loan was for $100,061.53; the current balance is $97,782.37. At the time 
the loan was obtained, UWAG did not have sufficient credit or assets to obtain a CWCS loan on 
its own. The loan was for the construction of a recharge project consisting of three recharge 
ponds (only one was built), including flow measurement structures, headgate structures, and 
monitoring and reporting measurement equipment; annual payments of $4,780.70 are made 
through Union Ditch Company to CWCS. UWAG purchased the one share of Union Ditch 
Company subsequent to the loan approval. In addition to assessment income, the Company 
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has occasional income from lease of water for oil and gas purposes. Complete financial 
information may be found in the Company's annual reports in Appendix G. 

Alternative Financing Considerations 

UWAG considered purchasing the Union Reservoir shares outright through an assessment, but 
the assessment amount was prohibitive for some of the shareholders. The alternative was to 
obtain a CWCB loan. The 20-year term of the loan was determined to be the most appropriate 
term for repayment. 

Collateral 

As security for the CWCB loan, UWAG can pledge future assessment income and the project 
itself. 

Economic Analysis 

By purchasing the Union Reservoir Company shares, UWAG's water portfolio in its 
augmentation plan will become more viable and costs can be better managed. If water lease 
rates for the Aurora water lease increase to a level which is not cost-effective, the lease can be 
dropped and the augmentation plan will still have sufficient water to operate. If water lease 
rates for the Aurora water lease remain affordable, then the shareholders will have a higher 
quota than currently, which could assist to maintain crop dependability in case of dry years or if 
delivery of Union Ditch water is interrupted for some reason. 

Social, Physical, and Environmental Impacts 

The project will have no significant social impacts as the augmentation plan will generally 
continue to operate as in the past. Physical impacts include the availability of additional water 
for quota to augment well pumping. There are no environmental impacts. 

Conclusions 

1. UWAG is an incorporated entity in the State of Colorado with the ability to enter into a 
contract with the CWCB for the purpose of obtaining a loan for purchasing Union 
Reservoir water for augmentation uses. 

2. The project provides for the ability to increase pumping quota to augment well pumping, 
and flexibility in the water used in the augmentation plan. 

3. The total cost of the project is $523,000 of which 90% ($470,700) would be financed by 
a loan from the CWCB. The remaining 10% ($52,300) would be funded from current 
Company funds or through assessments. 

4. The project is technically and financially feasible. 
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