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Background:

In 2011, the Upper Colorado River Division States (Colorado, Wyoming, Utah, and New
Mexico), the United States Bureau of Reclamation (Reclamation), the United States
Department of Energy Western Area Power Administration, and the Colorado River Energy
Distributors Association (CREDA) signed a Memorandum of Agreement (MOA) authorizing the
use of the Upper Colorado River Basin Fund (Basin Fund) to further the purposes of the 1956
Colorado River Storage Project (CRSP) Act (Public Law 485). The MOA created a mechanism
for the Upper Division States to access excess hydropower revenues for operations,
maintenance and replacement costs (OM&R) for congressionally authorized CRSP Participating
Projects (herein “Participating Projects™) and to reduce the impact on the CRSP firm power
rate by eliminating the collection of power revenues beyond that amount needed to repay the
costs of the existing projects through Fiscal Year (FY) 2025. The Colorado Water Conservation
Board (CWCB) represents Colorado in the implementation of the MOA and is responsible for
ongoing project evaluation and prioritization.

Each Participating Project has one or more associated water conservancy district, irrigation
company, or similar entity that is responsible for the management, maintenance, and
operation of the project. These water users helped the State to identify their project
priorities at the beginning of the MOA implementation process—for example, a pumping plant
rebuild or piping of a canal. Since these water users directly benefit from the project, they
are referred to as “Project Beneficiaries” in the context of the MOA.

Discussion:

At the January 2019 Board Meeting, staff presented to the Board on several accounting issues
concerning the MOA. The Board, to help address these accounting concerns, directed staff to
draft a proposed process for developing an annual list of the state’s MOA project priorities
based on criteria adopted by the Board in March 2015. In addition, the Board directed staff to
develop guidelines for addressing MOA project cost overruns, incorporated certain concepts
presented to the Board. Attached to this memo are CWCB staff’s proposed process for
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addressing MOA project budget increases and process for implementing an annual
prioritization process.

Staff recommendation:
Staff recommends that the CWCB approve the proposed CRSP MOA Project Budget Adjustment
Guidance and MOA Annual Prioritization Process documents.

Attachments: Executed MOA, Proposed CRSP MOA Project Budget Adjustment Guidance,
Proposed MOA Annual Prioritization Process
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Proposed MOA Annual Prioritization Process
Submitted for Colorado Water Conservation Board Approval on March 21, 2019

The Colorado Water Conservation Board (CWCB) represents Colorado in the implementation of
the MOA and is responsible for ongoing project evaluation and prioritization. This document
outlines the process for CWCB staff to develop an MOA annual prioritization process.

Priority Setting

The MOA states that “[i]t is the responsibility of each Upper Division State to determine the
priority of projects within that state.” Under this authority, approved projects may proceed
within any state, according to its priority list, if MOA revenues are available and as the
projects are scheduled for work. In March 2015 the Board adopted criteria and guidelines to
prioritize MOA projects, both proposed and approved (attached), in order to remain within
Colorado’s overall MOA allocation. These criteria and guidelines contemplate that CWCB staff
would develop a prioritization list of ongoing MOA projects each year. Additionally, the
guidelines establish that approval of MOA projects does not guarantee that the project will
receive funding. The purpose of these criteria and guidelines is to assist CWCB in identifying,
recommending, and prioritizing future projects, as well as, to implement priority projects in
an effective manner that avoids undue impacts to other approved MOA projects and maintains
Colorado’s unobligated MOA funds as a buffer for unexpected project cost increases.

At the January 2019 CWCB Board meeting, the Board adopted the staff recommendation to
draft a proposed process for developing an annual list of the state’s MOA project priorities.
This process builds on the 2015 criteria and guidelines, adding elements to define and rank
priorities. Staff's ongoing discussions with Reclamation, beneficiaries and water users will
further inform how priorities are identified.

The Criteria

The CWCB Staff will use the following criteria and guidelines in developing an annual
prioritization list of all open and pending approved MOA projects. The criteria below are not
listed in any order of importance or priority.

e Water Supply - The degree to which the project increases or conserves water supply for
the Colorado River System, including, but not limited to, projects relating to water
efficiency improvements, augmentation, weather modification, and tamarisk removal.

¢ Public and Environmental Safety - The degree to which the project addresses facility
safety issues and ensures public safety to people, property, and the environment.

o Water Quality - The degree to which the project addresses issues of water quality and
watershed health or provides targeted substance (e.g. salt and selenium) removal or
control in the Colorado River System.

¢ Water Information - The degree to which the project improves the availability of, and
access to, water information and provides data to the State of Colorado and water
managers for improved water management decisions.



e Operational Efficiency - The degree to which the project improves the efficiency of the
water monitoring, control and management facilities, and related operational
effectiveness.

e Fiscal Feasibility - Overall cost effectiveness, local investment, and the level of
matching funds and opportunity for cost sharing and leveraging amongst project
sponsors will be considered. The extent, and to what degree, the project has the support
of other interested stakeholders or government, as demonstrated by dedicated
resources, including in-kind resources and cash resources. Previous fiscal history and
responsibility concerning the project will also be considered.

¢ Urgency and Readiness to Proceed - Whether the project addresses an urgent issue
and the projected start date of construction and length of time needed to implement
the project i.e., projects should be able to be completed within the life of the MOA).

¢ Replicable - The degree to which the resources, expertise, and conditions associated
with the project can be replicated, or applied to, other Colorado River Basin locations.

e Local Prioritization - The level to which the project addresses urgent and prioritized
community needs, such as economic development and productive agriculture, as
indicated and supported by the Colorado River Water Conservation District,
Southwestern Water Conservation District, project beneficiaries, and local water
managers.

¢ Equitable Balance - The degree to which the projects are balanced amongst qualifying
MOA project areas. Projects should adequately and equitably represent the water
management needs, and conservation opportunities, in the qualifying areas of the
Colorado River System within Colorado.

¢ Endangered Species and Species of Concern - Whether the project will assist in, and
not impair in any way, the protection, conservation and/or management of endangered
species or species of concern.

¢ Colorado’s Water Plan - The extent to which the project meets the goals of Colorado’s
Water Plan and aligns with Colorado’s water values (e.g. multi-benefit, mitigate
economic and social impacts on agricultural communities, included in Basin
Implementation Plan overall fiscal and technical feasibility).

¢ Congressionally Authorized Intended Purpose - Whether, and to what degree, the
project achieves the purposes for which the participating project was originally
authorized and protect existing uses and fully develop it’s the State’s Colorado River
compact entitlements.

A project does not have to meet all of the criteria to be considered a high priority. The
criteria provide structure for considering and, if necessary, to determine the feasibility of
each CRSP MOA project.

Certain criteria listed above may, if circumstances warrant, receive additional consideration
by CWCB in determining priorities and reallocating funds such as public safety, local
prioritization, urgency and readiness to proceed, fiscal feasibility, achievement of the



purpose of the participating project as authorized, protection of existing uses and the full
development of the State’s Colorado River compact entitlements, alignment with Colorado’s
Water Plan, and equitability.

Priority Setting Process

1. At the beginning of each calendar year, CWCB will confer with Colorado’s Upper
Colorado River Commissioner, each CRSP Participating Project, CRWCD, SWWCD,
project beneficiaries, and other stakeholders to determine project priorities through
an outreach process including, but not limited to, an annual meeting of Participating
Projects. CWCB will also confer with Reclamation to determine the status of approved
projects, including a timeline for design, permitting and construction of CRSP projects
in the context of obligated and unobligated funds.

2. CWCB Staff will update the prioritization list for all open and pending approved
projects that are scheduled to be completed within the active CRSP MOA contract
period.

3. In conjunction with project beneficiaries, the CWCB will use these prioritization
criteria to develop a prioritization plan for sequencing project implementation for all
approved MOA projects to ensure that Colorado’s total MOA balance is sufficient to
cover the costs of all approved MOA projects. This sequencing will not influence
projects already under construction but may affect the timing and/or feasibility of
approved projects that are either pending or in the design phase.

4. If a project modification request made pursuant to the Communications Management
Plan (“CMP”) includes a request for more funds than the Participating Project’s total
balance of approved and unobligated MOA funds as set forth in the CRSP MOA Project
Budget Adjustment Guidance approved by the CWCB Board of Directors in March 2019,
CWCB staff will use Colorado’s prioritization criteria and priority list in its annual
assessment and to provide guidance whether to approve the request. For additional
information, please refer to CWCB’s “CRSP MOA Project Budget Adjustment
Guidance.”



CRSP MOA Project Budget Adjustment Guidance
CWCB'’s Process for Addressing MOA Project Budget Increases
Submitted for Colorado Water Conservation Board Approval on March 21, 2019

Introduction

Colorado has 39 approved MOA projects that were approved between 2012 and 2016. These
projects were often submitted and approved with budgets that are now out of date or failed to
account for Reclamation’s non-contract and administrative costs to be charged to the projects.
Eight years into implementation, materials are more costly than originally estimated.
Additionally, Reclamation’s design and technical services have proved more expensive than
private sector alternatives and subject to lengthy delays, further increasing costs. These
factors—along with project-specific nuances—have resulted in many MOA projects exceeding
their budgets and requiring more funds than originally anticipated. This has placed
considerable pressure on Colorado’s overall MOA allocation and the ability to implement

priority projects.

This document outlines the process for CWCB staff to apply when considering project budget

adjustment requests going forward.

Guidelines for MOA Project Budget Adjustments
When a Participating Project has an approved project budget that requires additional CRSP
MOA funds, Reclamation must obtain Colorado’s approval. The steps set forth below provide a

sequence for CWCB staff to follow when considering project budget adjustments.

(1) CWCB staff will first confirm that the project remains a priority by consulting
Colorado’s MOA project prioritization list, a document that is updated annually and in
accordance with the criteria adopted by the CWCB Board in March 2015 and as
amended in March 2019 (CWCB Board approval pending).

(2) If the project is determined by CWCB staff to still be a priority to be funded using MOA
funds, CWCB will work with Reclamation and the appropriate Project Beneficiaries to
determine if the project design or scope can be revised in order to remain within the

budget originally approved by Reclamation.

(3) If the project design and scope have been revised and there is still a need for a budget
adjustment and/or if Reclamation’s budget adjustment request to the originally
approved budget is determined by CWCB staff to be necessary, reasonable and within
the scope of the project as submitted by CWCB and approved by Reclamation, CWCB



staff will then assess whether the budget adjustment request could be met by
reallocating the Participating Project's unobligated funds from that Participating
Project’s other pending or active, approved MOA projects. CWCB staff will consult
Participating Project representatives and Project Beneficiaries as needed regarding any
potential reallocation of unobligated funds as needed. If unobligated funds exist within
the subject Participating Project’s pending or active approved projects, CWCB staff may
tirst look to redirect such unobligated funds from the pending or active projects to cover
the requested budget adjustment. If the unobligated funds from pending or active
approved projects within the subject Participating Project are insufficient to cover the
entire requested budget adjustment, unobligated funds remaining from any completed
but not yet closed projects within the subject Participating Project that have not yet been
returned to the State of Colorado’s general MOA allocation will then be considered. If
CWCB staff determines that unobligated funds from the completed but not yet closed
project(s) are available, CWCB staff may elect to redirect those excess funds to cover the

budget adjustment request.

(4) If CWCB has evaluated and/or taken all the actions identified above and determined
Reclamation has acted in good faith to avoid or reduce the amount of the requested
budget adjustment, and there still exists a reasonable and necessary request for all or
some portion of said budget adjustment, CWCB will once again consult with
Reclamation and the appropriate Project Beneficiaries to determine where project scope
can be revised or other cost savings can be found and/or, identify alternate funding

sources.

(5) If no alternate funding sources are identified and all of these steps have been taken,
CWCB staff will evaluate the availability of Colorado’s general MOA allocation. If
CWCB staff determines that there are sufficient unobligated funds from Colorado’s
general MOA allocation for the requested budget adjustment and circumstances warrant

accessing these funds, CWCB staff may elect to allocate those funds to the project.

(6) If all previous steps have been taken and are not sufficient to ensure successful
completion of the project, CWCB staff will consult with Reclamation and Project
Beneficiaries to discuss the possibility that work may need to cease until additional

sources of funds are identified and secured.

At no time are funds for all approved projects to exceed Colorado’s entire MOA allocation.



CWCB staff will require that all budget adjustment requests are submitted in writing, via email

and that no verbal or text requests for budget adjustments in any amount will be considered.

CWCB staff, based on the direction of the Board, has the discretion to render decisions for any
budget adjustment requests that are less than $250,000.00. For those budget adjustment requests
in excess of $250,000.00, approval must first be obtained from the CWCB Board. CWCB staff
will require that all budget adjustment requests will be submitted by Reclamation no less than
five days after Reclamation first learns of the potential need for any proposed budget
adjustment. Budget reallocation requests greater than $250,000, requiring Board approval will
require additional time for approval and must be made at least a month in advance of a

regularly scheduled CWCB Board meeting.

In no case shall funds in excess of the originally approved amounts will be applied to projects

until the necessary project review and approvals have been obtained.
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