Feasibility of Construction
of the
North Sterling Irrigation District
River Diversion Replacement Project

Sponsored by:
North Sterling Irrigation District
in conjunction with the

Colorado Water Conservation Board

Prepared by:

James T. Yahn, P.E.
Manager of North Sterling Irrigation District
P.O. Box 103
Sterling, Colorado 80751

January 2021



Table of Contents

Introduction (Need for the Project) .........oeee oo 6
o)1= ot AT oo ] 1o SRR 6
Project Service Area and FaCilIities. ..........oooieiiiiiiiiee e 7
Hydrology and Water RiIghts ... 8
Project Description and ARErNatiVES ........cooooiiiiiiii 9
The Selected AREINALIVE .........c.eiiiie e 10
Implementation SChEAUIE...............uuuuii s aaaasaeareaaaasaaaanaae 12
=T 1 011U o T 12
Institutional CoNSIAEratioNS ...........ccuiiiiiiiei e 12
FINANCIal ANAIYSIS ... 12
Credit WORhINESS........eii et 13
Alternative Financing Considerations.............ooccuiiiiiiie e 13
(070]]F= 1 (=] = TSP PP OPRP 14
ECONOMIC ANAIYSIS ... 14
Social and Physical IMPACLS .........coiiiiiiiiiiiieee e e e e e e e e 14
CONCIUSIONS. ...ttt ettt e bt e e bt e s b e e aabe e e nne e e ennes 14

Figure 1: ProjeCt SEIVICE ArCa ..........uuuiiiiiiee ettt e e e e e e e e ann e 7
List of Tables

Table 1: CoOSt ESHMALE.........ueeiiieiiee s aeaeesasnsssnsnsnnnes 11

Table 2: Financial SUMMAIY ..........oooiiiiiiiieee e aa e 13

Table 3: FINancial RAtIOS...........uuuuiiiiiiiiiii e aaeasaeasasassssnsnasnnnnnes 13

North Sterling Irrigation District Page 2 of 14

River Diversion Replacement Project
January 29, 2021



List of Appendices

Appendix A: Order Creating North Sterling Irrigation District

Appendix B: Agreement between Point of Rocks Water Company and
Xcel Energy

Appendix C: Agreement between Point of Rocks Water Company Il and
BNN Energy

Appendix D: Water Rights Summary & System Specifications

Appendix E: River Diversion Structure Design

Appendix F: Financial Statements for 2017, 2018, and 2019

Appendix G: CWCB Loan Application

North Sterling Irrigation District Page 3 of 14

River Diversion Replacement Project
January 29, 2021



North Sterling Irrigation District

Directors:

David Hernandez
Dave Breidenbach
Jim Aranci

Officers:

David Hernandez, President
Dave Breidenbach, Vice President
James T. Yahn, P.E., Secretary-Manager
Vickie Smith, Office Manager

Attorney for the North Sterling Irrigation District

Levi Williamson
Williamson Lowery Fredregill, Ltd
214 Poplar St Ste 201
Sterling, CO 80751
(970) 522-2341

Engineering and Technical Support

Matt Harris, P.E.
Harris Engineering Consultants, Inc.
21482 County Road T.5
Fort Morgan, CO 80701
(970) 867-4971

North Sterling Irrigation District Page 4 of 14
River Diversion Replacement Project
January 29, 2021



Acknowledgement of those who assisted in the preparation of this report:

Matt Harris, P.E.
Harris Engineering Consultants, Inc.

Matt Stearns, P.E.
Colorado Water Conservation Board

North Sterling Irrigation District Page 5 of 14
River Diversion Replacement Project
January 29, 2021



Feasibility Study
North Sterling Irrigation District
River Diversion Replacement Project

Introduction (Need for the Project)

The North Sterling Irrigation District (District) is the owner of the North Sterling Reservoir (aka Point
of Rocks Dam), which is located in Logan County. The District operates the North Sterling
Reservoir and its associated structures for the benefit of the landowners within the District by
providing stored and direct flow water which, except for a few small wells, is the sole source of
irrigation water. The North Sterling Inlet Ditch diverts from the South Platte River, approximately 8
miles upstream of the Morgan/Washington County line. The water is stored in the 74,590 acre-foot
reservoir and deliveries are made to the North Sterling Outlet Canal for use by landowners within
the District.

With the scarcity of water in Colorado, particularly in the South Platte Basin, the North Sterling
Board of Directors (Board) and management are continually investigating ways to improve the
District’s diversion, delivery, and use of water. Throughout its history, North Sterling management
and Board have always tried to maintain and upgrade, when necessary, the various infrastructure
that is part of the North Sterling System. This project is the replacement of the current river
diversion structure. While the existing diversion structure is still operable and could continue to
operate for several years, it has become apparent that an upgrade is needed. The flood of 2013
eroded areas around the inlet headgate and the extended high water of 2015 created a small, but
concerning, differential settlement in the headgate structure. In recent years, boils have appeared
from time to time both in the inlet canal immediately downstream of the headgates and in the river
channel below the diversion dam. These boils indicate failures occurring in the sheet piling under
the existing diversion structure and inlet headgate. Over the years, the river diversion has been
overlain with concrete, most recently in 1996 and the headgates to the inlet canal have been
upgraded, however, the Board and management agree that the time has come for a complete
replacement of the river diversion and inlet headgate. The upgraded structure will improve safety
for employees, functionality, with automation and remote control, and will enable the conveyance of
larger flood events with less damage to the structure and surrounding land.

Project Sponsor

The North Sterling Irrigation District is an irrigation district formed under the Irrigation District
Law of 1905. Appendix A contains the order creating the District. The District encompasses
40,916.94 acres and services 122 landowners. As with all irrigation districts, the Board of
Directors certifies the levy each October to the County Commissioners and the levy is collected
by the county treasurer with property taxes. Failure to pay the levy sends the land into a tax
sale. The Board also has the power to limit the use of water until taxes are paid.
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Project Service Area and Facilities

The District predominately provides water for irrigation to a 40,916.94 acre service area in
Logan County. The actual irrigated acreage varies annually depending on water supply,
however the average irrigated acreage is approximately 35,000 acres. The District boundary
begins just east of the North Sterling Reservoir, approximately 15 miles northwest of Sterling,
Colorado and extends east to just northeast of Crook, Colorado. Figure 1 presents a picture of
the North Sterling Reservoir System including the River Diversion, Inlet Canal, Reservoir, Outlet
Canal, and a shaded outline of the North Sterling Irrigation District boundaries. The irrigated
acreage within the service area is primarily used to grow corn, alfalfa, sugar beets, pinto beans,
small grains, and feed crops.

North Sterling Reservoir System

SouthiBlatte River:

Nor t A Sterlin g Rive r'.:.': Biversion

Google Earth

Cigle

s [ Dapemicus:

Figure 1. North Sterling Reservoir System

The District also has an augmentation plan which provides water for 30 irrigation wells and 3
commercial cattle feeding operations within the District and 13 residential wells in the Sterling
area. As part of the augmentation plan, the District changed 15,000 acre feet of its stored water
right for uses other than irrigation. This change of use was to done to allow stored water to be
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used as an augmentation source to offset depletions resulting from well pumping and to
facilitate a deal with Xcel Energy. Through the use of the District’'s augmentation plan, water
can be provided to Xcel Energy for use at its Pawnee Power Plant in Brush, Colorado on an as
needed basis according to a 2005 agreement. The water provided to Xcel Energy can be either
North Sterling stored water or water generated by recharge activities. Recharge water can also
be used as an augmentation source to offset historic return flow obligations when stored water
is used for a changed purpose.

To facilitate the agreement with Xcel Energy, the Point of Rocks Water Company, LLC
(PORWC) was created. Membership in the PORWC was completely voluntary and only
landowners willing to use a portion of their pro rata share of water for Xcel's benefit joined the
water company. The lease agreement allows Xcel to request up to 3,000 acre feet of fully
consumable water annually during the months of November through March. Landowners
representing eighty four percent or 34,403.16 of the District’s 40,916.94 acres joined the
PORWC. The PORWOC receives a base payment in November of each year, whether or not a
delivery of water is made to Xcel, however, if water is delivered to Xcel, the PORWC additionally
receives a delivery payment. The 2020 base payment was $202,914, which is based on 3,000
acre feet at $67.64/acre foot. The District receives one-third of this base payment for managing
and operating the Xcel agreement. The remaining two-thirds is distributed to PORWC members
on a pro rata basis. If water had been delivered to Xcel Energy in November 2020 through
March of 2021 the PORWC would have received a delivery payment equal to the amount of
water requested times $574.92/acre foot. The entire delivery payment is distributed to PORWC
membership. The base payment and delivery payment both increase annually with the
consumer price index. The lease agreement between the PORWC and Xcel Energy is for 25
years and is presented in Appendix B.

A similar agreement was made with BNN Energy (BNN) in 2016. This agreement delivers water
on demand through a 37 mile pipeline and 4 pumping stations to Northern Weld County for use
by BNN in the production of oil and gas. The agreement with BNN is for the term of 10 years.
Once again, participation in this temporary agreement was voluntary with participants and the
District being compensated when water is used. The District formed Point of Rocks Water
Company Il, LLC (PORWC II) to facilitate the agreement with 99% participation from the
landowners. For any water that is pumped from the North Sterling Reservoir and subsequently
used by BNN, PORWC Il is paid a minimum of $1,551/acre foot pumped. So far PORWC Il has
leased nearly $3.3 million worth of water to BNN Energy, with 5% of this income returning to the
District and 95% paid directly to PORWC Il members. The Purchase Agreement between the
PORWTC Il and BNN is presented in Appendix C.

Hydrology and Water Rights

The North Sterling Reservoir is an off stream reservoir, which diverts water from the South
Platte River, approximately 8 miles upstream of the Morgan/Washington County line. The North
Sterling receives water under Priority 53A for storage of 69,446 acre feet of water at a rate of
300 cfs with an appropriation date of June 15, 1908, Priority 79A for storage of an additional
11,954 acre feet of water at a rate of 711 cfs with an appropriation date of August 1, 1915, and
a May 27, 1914 direct flow right with a diversion rate of 460 cfs measured at the outlet canal.
The North Sterling also has two recharge rights the first is a May 8, 1996 recharge right with an
absolute diversion rate of 294 cfs and a conditional rate of 306 cfs, the second is December 31,
2002 with an absolute diversion rate of 510 cfs and a conditional diversion rate of 90 cfs. A

North Sterling Irrigation District Page 8 of 14
River Diversion Replacement Project
January 29, 2021



summary of the District’s water rights along with specifications of the reservoir is presented in
Appendix D.

Project Description and Alternatives

As mentioned above, this project is a complete replacement of the 210 foot long North Sterling
Inlet Canal diversion structure and the 40-foot wide inlet headgate. Also included are in the
project is a 10-foot radial sluice gate, the installation of a new measurement structure, and the
replacement of the current Union Ditch Headgate. Each of these components are common to
all alternatives evaluated. The differences in the alternatives occur in the angle of the inlet
headgate in relation to the diversion dam and the length of Obermeyer gate used.

In order to accomplish the structure replacement, the old diversion structure and inlet headgate
will first be demolished. The concrete that is removed during this demolition will be saved and
used as riprap in critical areas. New piling and sheet pile will be placed beneath the entire
structure for stability and to prevent erosion. The main floor of the current diversion structure
has been overlain twice over the years and is 1 foot higher than the original diversion structure
floor. There is, however a downstream scour pad that was originally one foot below the main
floor and is currently two feet below the main diversion structure floor. The new concrete floor
will re-establish the one-foot difference between the main diversion floor and the scour pad.
The scour pad, if found to be in satisfactory condition, will remain in place and will be tied to the
new main diversion structure floor. If it is determined that the scour pad is no longer in good
operating condition, it too will be replaced, but will remain at its current elevation. This newly
established main floor elevation will match the historic elevation of the riverbed and allow the
conveyance of larger flood events. The current diversion structure also facilitates the diversion
of water into the Union Ditch, which existed prior to the construction of the North Sterling
system. A new Union Ditch headgate capable of diverting water at the appropriate decreed
amounts will be installed in the new structure.

The existing structure contains 4 radial sluice gates with concrete piers and boards over the
remainder of the length of the diversion structure. The installation of the Obermeyer gates will
give the ability to safely convey not only flood events, but the passage of ice in the winter. The
size of the North Sterling Reservoir, the length and capacity of the Inlet Canal, and the date of
the North Sterling decree requires that the diversion structure and headgates be operated
throughout the winter. This can create dangerous situations with ice flows and make it difficult
to divert water. With the new design both ice and debris can be passed much more safely and
efficiently. The District's maximum decree is for 711 cfs, therefore the inlet gate is designed to
divert this entire flow. In order to ensure an appropriate structure to meet the District’s needs,
the Board and management considered four alternatives:

1. Canal intake oriented at 105 degrees clockwise from diversion with a 7’ x 200’ long
Obermeyer diversion gate with 5 operating zones, a 4’ x 40’ Obermeyer inlet headgate, a 4’
by 4’ vertical slide gate for the Union Ditch headgate, a 10-foot radial sluice gate, and a 30-
foot wide ramped flume canal measurement structure.

2. Canal intake oriented at 120 degrees clockwise from diversion with 7’ x 200’ long
Obermeyer diversion gate in the same configuration as Alternative 1 and with inlet gate,
Union Ditch headgate, radial gate, and ramped flume the same as Alternative 1.

3. Canal intake oriented as described in Alternative 2 with 7° x 140’ long Obermeyer diversion
gate with 3 operating zones, inlet gate, Union Ditch headgate, radial gate, and ramped flume
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the same as Alternative 1 and a 60’ long concrete rollover wall on south side of the diversion
structure.

4. Canal intake oriented as described in Alternative 2 with 7’ x 100’ long Obermeyer diversion
gate with 1 operating zone, inlet gate, Union Ditch headgate, radial gate, and ramped flume
the same as Alternative 1 and a 100’ long concrete rollover wall on south side of the
diversion structure.

Alternative No. 1 was selected since it is felt that the orientation of the inlet headgate will
reduce sedimentation and debris accumulation in front of intake and the use of Obermeyer
gates over the entire length of diversion structure will allow unhindered flow of the river during
flood events and ice flows.

Alternative No. 2 was ruled out because the orientation of the inlet gate, while in line with the
canal has the potential to increase sedimentation and debris accumulation.

Alternative No. 3 was unacceptable due the rollover structure impeding flow during flood
events.

Alternative No. 4 was unacceptable because, while it is the lowest cost alternative the
increased length of the rollover structure would once again impede flow during flood events.

The Selected Alternative

This alternative will involve the removal and replacement of the existing diversion structure. The
new structure will be placed at or near the position of the existing structure, with the intake
oriented nearly perpendicular to the diversion structure. This orientation will enhance sediment
removal operations along the face of the intake and inhibit the detainment of surface debris.

The floor of the new structure will be established at approximately 1 foot above the existing
lower floor; the latter, if found to be in good condition, will be preserved and used as a scour pad
on the downstream face of the new structure. Very little modification to the North Sterling Canal
will be required to accommodate the new structure, excluding the demolition and removal of the
existing canal intake.

The new structure will be constructed of reinforced concrete and founded on piling driven into
the riverbed. Friction piling will consist of mild steel H piling or pipe piling. Steel sheet piling will
be driven around the perimeter of the foundation to preclude seepage, reduce uplift pressures
and exit gradient, and confine the material under the foundation during all conditions of river
flow and turbulence. All sheet piling will be galvanized for increased resistance to corrosion.
Principal components of the proposed structure will include:

= One 200-foot long by 7-foot tall inflatable crest gate spillway (bladder gate) as
manufactured by Obermeyer Hydro, Inc. (Obermeyer) and placed in the river
channel;

* A new intake structure for the North Sterling Canal;

= One 40-foot long by 4-foot tall Obermeyer headgate in the new North Sterling intake
structure;

= One 10-foot long by 7-foot tall stainless steel radial gate sluiceway with manual hoist;
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= One 20-foot by 15-foot control building, constructed of reinforced concrete. The
control building will house the following:
o Gate air-supply system, including air compressors, dryers, and air receiver tanks.
o Gate control system, consisting of a pneumatic control panel and PLC for gate

automation.

= New 30-foot wide, reinforced concrete ramped flume canal measurement structure.

The diversion bladder gate will be comprised of five operating zones, with three 20-foot long
panels acting as sluiceways to suppress the formation of point bars across the channel during
diversion operations. The sluiceway panels will be strategically placed along the length of the

diversion dam for optimum efficacy. The two longer flood panels will be available for

independent or conjunctive actuation for broader sediment management operations or to allow
passage of flood flows. Lowering the diversion bladder gate during high flows will greatly
reduce the stress on the entire intake system. The design and layout of the diversion structure

is provided in Appendix E.

The bladder gate air supply system will include a series of automated valves controlled by a
Programmable Logic Controller (PLC) mounted in the control building. The operator will have
the ability to actuate the bladder gates and modify operational setpoints both locally and
remotely through SCADA. The PLC will communicate with the canal flume via telemetry to

verify flowrate as a basis for flow control.

This alternative will restore channel continuity and greatly improve the efficiency of operations at
the diversion structure. The new bladder gate system will facilitate sediment passage and
provide additional flow conveyance during floods, reducing the upstream backwater effect for
smaller flood events and improving overall channel stability. During intermediate flows, the
gates will have the ability to operate in a partially deflated mode to allow fish passage over the
dam while maintaining a partial pool upstream of the diversion structure for the benefit of

aquatic habitat and waterfowl.

The cost of the selected alternative is shown in Table 1.

Table 1. North Sterling River Diversion Replacement Project
Cost Estimate

Item Quantity | Unit | Unit Price $ Amount $
Obermeyer Gate 7 foot by 200 foot diversion 1 Each 890,000 $890,000
structure gate and 4 foot by 40 foot inlet gate
Demolition of Current Structure and 1 Job 2,297,905 $2,290,000
Construction of New Structure
Base Construction Total $3,180,000
Contingency (10%) 1 Job 318,791 $318,000
Total $3,498,000

North Sterling Irrigation District
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Implementation Schedule

Construction is expected to begin July 2021 and to be completed within 120 days.

Permitting

The Project is located on District property and no new easements or rights-of-way will be
required. The District expects construction to be exempt from 404 permitting by statutory
exemption for the repair of an existing diversion structure. Therefore, the District believes an
Environmental Assessment or an Environmental Impact Statement will not be required.

Institutional Considerations

Entities that are, or may be, involved in the design, construction, and financing of the project
include:

North Sterling Irrigation District; financing, project management, and oversight.
Harris Engineering Consultants, Inc.; design and project oversight.
Colorado Water Conservation Board (CWCB); financing and construction.

The North Sterling Irrigation District will be the lead for the financing, design, and construction of
the project and will be the entity entering into any contracts and/or agreements.

Financial Analysis

The District is applying for a loan from the Colorado Water Conservation Board (CWCB) in
maximum amount of $3,532,980 (this includes the 1% CWCB service fee) to accommodate
100% of the estimated total cost of the project. The District will cover any costs that exceed the
estimated project cost.

The District is requesting a 20-year loan from the CWCB. The current ownership of the District
is 100% agricultural, resulting in a lending rate of 0.90%. At this rate annual payments would be
$193,816. To this would be added $19,382 per year for the first 10 years to fund the emergency
reserve account. This would make the District responsible for a total annual cost of $213,198.
The above figures are included in the summary of the financial aspects of the project presented
in Table 2. The District was approved for a $395,920 loan at the January 2021 meeting of the
CWCB to construct Phase Il of its automation project and anticipated the loan for this Project.
Therefore, the Board approved a $5.00 per acre increase in the 2020 levy to be collected with
the 2021 property tax. The 2019 levy was $17.00 per acre or $10.24/acre foot based on the
average delivery of 1.66 acre feet per district acre. With the increase of $5.00 per district acre
enacted by the Board in October 2020 the resultant District levy is $22.00 per acre or
$13.25/acre foot.
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Table 2. Financial Summary

Project Cost $3,498,000
Loan Amount (Including 1% service fee) $34,980
Total Loan Amount $3,532,980
CWCB Loan Payment Amount, including 10% loan reserve $213,198
Number of Landowners 122
Number of Acres in the District 40,916.94
Current Assessment per acre $22.00
Future Assessment per acre $22.00
Annual Project Cost per acre-foot $3.14
(Average annual delivery: 1.66 acre-feet/acre)

Since 100% of the funding for the project is from the CWCB and the District has sufficient

reserves for any overages, no other debt service is required for this project. The annual end of

year financial statements for the years 2017, 2018, and 2019 for the North Sterling Irrigation

District are provided in Appendix F.

Credit worthiness

As mentioned above the District was awarded a CWCB loan at the January 2021 meeting and

the District is currently in its 9™ year of repayment on a 20-year loan with CWCB which was
taken to enlarge the North Sterling Reservoir Spillway to comply with Colorado Dam Safety

requirements. The annual payment to CWCB for the current loan is $68,583. The payment for
the newly acquired loan will be $21,720. Table 3 shows the Financial Ratios for the District and

indicates to

Table 3. Financial Ratios

ability to repay with the project in place.

Financial Ratio Without the project With the project
Operating Ratio (revenue/expense) %* ( ) %™ | )
Debit Service Coverage Ratio ( ) % ( )
(revenues-expenses)/debt service
Cash Reserves to Current Expense % ( ) %** | )
Annual Cost per acre-foot $3.14 ( ) $0.35 ( )

(1.66 acre-feet per acre)

*revenue and expense
**revenue with project is 20__ revenue with a $5.00/acre increase in district levy

Alternative Financing Considerations

The District has not investigated any alternative financing sources.

North Sterling Irrigation District
River Diversion Replacement Project
January 29, 2021

Page 13 of 14




Collateral

As security for the CWCB loan the District can pledge assessment income, water rights, and
land.

Economic Analysis

Since the project is a replacement of a current structure, the economic benefit is difficult to
estimate. The primary benefit is simply the ability of the District to continue the safe operation of
its system for the benefit of its landowners. This project will allow the diversion of water for
years into the future with minimal maintenance. The value of the water rights available in the
North Sterling Reservoir for irrigation and augmentation based on the difference in value of
irrigated land at $5,000 per acre and dry farm land at $1,000 per acre is $4,000 per acre. With
40,916.94 district acres, the total value of the water is estimated to be $163,667,760. As stated
above, the average delivery is 1.66 acre feet/acre, therefore, the water has a value of
$2,454/acre foot.

It is critical to the Logan County economy that the North Sterling Reservoir is full each year,
both to meet the water needs of the District’s agricultural producers and to realize the
recreational benefits associated with the reservoir. The North Sterling Reservoir is a Colorado
State Park and had over 400,000 visitation days last year. In addition, it is important that the
District employees can divert water under the District’s direct flow decree in a variety of river
conditions. This Project will help facilitate the long-term sustainability of the North Sterling
Reservoir and all the benefits it provides.

Social and Physical Impacts

The project will have no significant social impacts, since it will ensure the continued operation of
a currently existing reservoir system. The project will have minor physical impacts during
construction however these will be contained to current North Sterling rights-of-way.

Conclusions

1. The North Sterling Irrigation District is an irrigation district formed under the Irrigation District
Law of 1905 with the ability to enter into a contract with the CWCB for the purpose of
obtaining a Construction Fund loan.

Rights-of Way easements are adequate for the construction of this project.

The project would provide for the continued delivery of irrigation water to the North Sterling

Reservoir for subsequent release and use by District landowners and public recreation.

4. The total estimated cost of the River Diversion Replacement Project is $3,498,000. The
District is applying for a loan in the maximum amount of 100% of the total project cost or
$3,532,980 with the 1% service fee included, from the CWCB Construction Fund.

5. The project is technically and financially feasible.

wn
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Order of the Board of County Commissi oncrs
ereating the THE NORTH STERLING IRRIGATION
DISTRICT - February 25th, 1907.

or'th Sterl ing Irrigation District bounded and comprisod S A
, l&ows, to-wit :

Commencing at a point to-wit: The northwest corner
south\gost quarter of the nor thwest quarter of section »2,

ip 9 north, range 53 wost in said Logan County ; thence

!;l;:if’ori’o mile; thence south to thesoutheasst correr e gel@e = ;.N.f‘»'_
_ction, thence east BAO rods, thence south 160 rods, thence east ’v
;6 the center of section 7, thence north to Chienar bY quar ter
k'o‘orner.of said section, thence east to the northe ast corner of

""tion 8, thence south 80 rods, thence east 160 rods, thence

' to the north quarter corner section 3, thence north 80:irods,
e east 160 rods, thence south to the northsast corner of
. thence east 80 rods, thenoce north 80 rods, thence east
thenoe north to the northeast corner of section 55

east 160 rods, thence south ]ﬁO rod}rs, thence east 160 rods



quarter cormer of section 12, all in township 10 north, range
91 west, thenee east 160 rods, thence north to the north quarter
cor rer of section 7, thence east to the nor theast corner section
8, then ce north to the northeast cormer section 5, all in town-
ship 10 north, Ara.nge 80 west, thence north 80 rods, then ce east
80 rods, thence north 80 rods, thence east to center of section
34, then ce ndrth to north quart‘er corner section 27, thence east

160 mds, thence north 160 rods thence east to east quarter ccrner _

A

v'of sect’xon 24 all in township ll north, range 50 west, tlence

east to the east quarter corner section 19, theaice north to the
wes_t quarter corner sedtion 17, thence east to the center 6f
Section 15, thence north to center of section 10, thence east to
the east quwarter corm e section 12, all in tovmship B 8 norﬁh,
range 49 west, thence east to the east qua rter corner section 7,
,tﬁe nce ‘south to the northeast corner of section 30, thence east
- Yo the northeast corner secfion 29, thence south to the east
~quarter corner section 32, thence west 240 rods, thence south
to the 'south line of section 32, all in township llnorth , range

48 west, thence south 160 rods, thence west to the west qua rter

—

—roords IUf section 6, bthence morth to the northwest corner of o

-

se.ctﬂspn 6, all in township 10 north, ramge 48 west,fthence west
to the southwest corner of section 35, all in towship 11 narth,
range 49 west , thence south 80 i‘ods, then ce west 1 mile, thence
.zfﬁaw.uﬁh to west quarter corner section 3, thence west to center of
section 4, thence sonuth. 160 rods, ‘thence west to the southquarter
_cormer of section S, thence south 240 rods, thence west 160 rodé, :
_thence south to the southeast corner of section 7, thence west to

the northwest cormer of section 18, all in township 10 north,

ge 49 west, thence south 80 rods, thence west 160 rods, theme



o

—— townSILip 10 NoTLL, Tangs B0 west, WEnce West 80 1©ds, thence =

south 160 rods, thence west 1&®rods, thence south to the nox'b.hwest
dorner section 24, thence west to the northwest corner of section
22, thence south 80 rods, thence west 80 I_'Ods,‘ thence south 160
rods, thence west 160 rods, thence south 160 rods, thence west to
the northwest comer of the southwest qué rter of the northeast
quarter of segction 30, thence south 160 rods, thence west 160
rods, thence south to the no&‘thwest corner sectiam 31, 'ail in
south 240 rods, thence wehst to the northwest corner of southeast
quarter of southeast quarter of section 35, thence norﬁh 160 rods,
thence west 160 rods, thence south to\-southwest corner of the
southe ast quarter of the southwest gquarter section 35, thence
west to southwest corner of the southe ast quarter of southwest
quarter section 34, all in township 10 north, range 51 west,
thenc e south 160 Tods, thenc e west to the west qQuarter corner

of secti oﬁ 3, thence south 80 rods, then ce west 160 rods, then ce
south to north quarter camer, section 9, thence west 240 rods,

thence south 240 rods, thence west 80 rods, thence south to the

’ ~south quarter qlprner of section 8, thence south 80 rods, thence

west 240 rods, thenc e south 80 rods, thence/west to ecenter section
18, them® south 80 rods, thence west 80 rods, thence south 80 rods,
thenc e west to the northwest corner section 19, all in township

9, north, renge 51 we‘st, thence west 160 rods, thence south to the

center of section 24, thence west to the west gquarter comer,

section 22, thence west 240 rods‘ thence north 80 rods , Hhemee—

—honbiE=8G=¥ous; thence west 240 rods, thence north to the north

quarter comer of section 20, then ce west 160 rods, thence south

to the southe ast comer section 19, then ce west to the northwest



corner seetion 30, all in township 9 north, range 52 west,

thence west 160 rods, thence mnorth to te south gquarter corner

sectibn 13, thence west 160 rods, thence north to the west
quarter corner section 13, thence west to the cénter of section
14, thence mrth 160 rods, thence west to the narfhwa*st corn er
section 14, thence north to place of beginning, all in townsh ip

9 north, range 53 west , provided however, that the fo llcwing

i’

_described lands, to-wit:. _The southwest guarter AP DO e

tosnship 11, north, renge 48 west, east nalf southeast quarter
sec-tién 24, township 11 north, range 49 west, west half section
11, southeast quarter section 10, narthwest quarter section 14,
and northeast quarter section 15, all in township 10 north,

range 50 west, the southeast quarter section 24, township 10
north,{range 51 west, west mlf section 7, tomship 9 north,
renge 51 west, south mhalf of northeast quarter, northwest quarter
of nor theast quarter, southeast quarter of nortlwest quarter,

and southwest quarter section 34, and southeast quarter, section
88, all in tomship 10 north, remge 51 west, are excluded from

said district and shall form no part the reof for reasons herein-

“efore shom ead te sald lands are IBreby exedpted fomany and

all liability on account of participation in said proposed irri -
gation district.
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EASE A MENT

This Lease Agreement is entered into this i__:f‘ day of T. , 2005 between Point
of Rocks Water Company, LLC (“Water Company”), a Colorado’ Limited Liability Company,
and Public Service Company of Colorado d/b/a Xcel Energy (“PSCo”), a Colorado Corporation
(the Water Company and PSCo are also referred to collectively, as the “Parties™).

RECITALS
A. PSCo is the owner and operator of the Pawnee Steam Electric Generating Station
(“Pawnee Station™), located near Brush, Colorado.

B. The Water Company is a Colorado Limited Liability Company consisting of
members who are landowners within the North Sterling Irrigation District (“North Sterling’),
with such members being entitled to deliveries of water from North Sterling, and said members
have entered into Subscription Agreements with the Water Company committing their water
deliveries from North Sterling to the Water Company so that PSCo may use said water deliveries
pursuant o the terms and conditions provided herein.

C. Subject to the terms and conditions below, the Parties desire to enter into a lease
agreement under which the Water Company will supply to PSCo up to 3,000 acre-feet annually
of fully-consumable water for industrial use at the Pawnee Station from November through
March of each year during the term of this Lease Agreement.

NOW THEREFORE, for and in consideration of the mutual covenants and agreements
set forth herein, the receipt and sufficiency of which is hereby acknowledged, the Parties agree
as follows:

AGREEMENT

1. Definitions.
1.1 “North Sterling” means the North Sterling Irrigation District.

1.2 “North Sterling Reservoir Water Rights” means the following water rights
that are owned by North Sterling. Water diverted under said water rights is delivered by North
Sterling to North Sterling landowners:

1.2.1 Priority 53-A with an appropriation date of June 15, 1908 for a
storage amount of 69,446 acre-feet in the North Sterling Reservoir, at a diversion rate of 300
cubic-feet-per-second (“cfs”) from the South Platte River, as decreed by the District Court in and
for Water Division No. 1 in Case No. 2142.

1.2.2 Priority 79 with an appropriation date of August 1, 1915 for a
storage amount of 11,954 acre-feet in the North Sterling Reservoir, at a diversion rate of 411 cfs
from the South Platte River, as decreed by the District Court in and for Water Division No. | in
Case No. 2142.

. Al e
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The foregoing water rights are the subject of an application for change of water right and plan
for augmentation pending before the Water Court in and for Water Division No. 1 in Case No.
96CW1034. For purposes of this Lease Agreement, the North Sterling Reservoir Water Rights
shall also include fully consumable water delivered to the South Platte River including, but not
limited to: (1) fully consumable recharge water delivered to the South Platte River from the use
of the North Sterling Recharge Water Right described in the application pending before the
District Court in and for Water Division No. 1 in Case No. 96CW1034; and (2) fully consumable
water delivered to the South Platte River from delivery of the North Sterling Reservoir Water
Rights described above, into recharge facilities described in the application pending before the
District Court in and for Water Division No. 1 in Case No. 96CW1034; and (3) other fully
consumable water that is delivered to the South Platte River on behalf of PSCo pursuant to this
Lease Agreement.

1.3 “Pawnee Wells” means the following wells (or any replacement wells in
Section 29 for the Pawnee Wells) owned by PSCo near the Pawnee Station:

Well Permit No. Legal Description

Pawnee Well A 24258-F SW1/4, NW1/4, 829, T4N, R56W
Pawnee Wetl 24259-F NW1/4, NW1/4, S29. T4N, R56W
Pawnee Well C 24260 NE1/4, NW1/4, 829, T4N, R56W

Pawnee Well D 24261-F NW1/4, NE1/4, S29, T4N, R56W

Pawnee Well E 24262-F NE1/4, NE1/4, 8§29, T4N, R56W

1.4 Subscription Agreement” means an agreement between the Water Company
and land owners within the North Sterling Irrigation District committing said landowners’ pro
rata portion of the North Sterling Reservoir Water Rights to satisfy the water delivery obligation
of the Water Company pursuant to this Lease Agreement.

2. Conditions Precedent. Both Parties’ obligations to perform pursuant to this
Lease Agreement are contingent upon full satisfaction of all of the following conditions:

2.1 The Water Company shall work with North Sterling to obtain a final decree
(including any and all appeals) in its change of water right and plan for augmentation pending in
Case No. 96CW1034 (“Final Decree”). The Final Decree must contain adequate terms and
conditions, as determined by PSCo, to enable the Water Company to deliver up to 3,000 acre-
feet of fully consumable water for industrial use at the Pawnee Station from November through
March for each year of the term of this Lease Agreement and in accordance with the terms and
conditions of this Lease Agreement.
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2.2 A sufficient number of North Sterling landowners shall enter into
Subscription Agreements with the Water Company so that no less than 22,000 acres of land
included within North Sterling shall be subject to such Subscription Agreements.

2.3 The Subscription Agreements described above shall be recorded with the
Logan County Clerk and County Recorder.

2.4 North Sterling and the Water Company shall enter into a Management
Agreement for the administration of this Lease Agreement that is acceptable to PSCo.

2.5 A structure shall be constructed at or below the headgate of the North
Sterling Reservoir Inlet Ditch to allow for the measurement and delivery to the South Platte
River of water diverted at or below the headgate of the North Sterling Inlet Ditch for the use of
PSCo under this Lease Agreement. The headgate of the North Sterling Reservoir Inlet Ditch is
located at a point whence the comer common to Sections 28, 29, 32, and 33, in Township 5
North, Range 55 West of the 6th P.M. bears north 4077 feet, in Morgan County, Colorado.
Repairs to and/or replacement of this structure as required will be the responsibility of the Water
Company, which shall pay any and all costs of such repairs or replacement.

2.6 If the foregoing conditions have not been fully satisfied by December 31,
2006, then either Party may, at its sole discretion, elect to terminate this Lease Agreement. Any
such termination shall be in accordance with the notice provisions provided herein.

3. The Lease. Subject to the satisfaction of the foregoing conditions, and pursuant
to the terms and conditions contained below, the Water Company will annually make available
for lease and delivery to PSCo 3,000 acre-feet of fully consumable water from the North Sterling
Reservoir Water Rights. Such water will be used by substitution, replacement, or exchange for
industrial purposes at the Pawnee Station from November through March of each year of the
term of this Lease Agreement.

4. Deliveries. The Parties acknowledge and agree that, at various times, the water to
be delivered to PSCo by the Water Company will be available at the headgate of the North
Sterling Canal or other locations below the headgate of the North Sterling Canal, and that, at
various times, PSCo’s ability to exchange water from water delivery locations at or below the
headgate of the North Sterling Canal to the Pawnee Wells will be limited. The Parties have
agreed to the following terms and conditions for the delivery of water to PSCo:

4.1  Delivery Amounts. The Water Company shall make available for delivery
to PSCo 3,000 acre-feet of fully consumable water annually in accordance with the following
schedule:

January 600 July 0
February 600 : August 0
March 600 September O
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April 0 October 0
May 0 November 600
June 0 December 600

Subject to the notice requiremients by PSCo under the Notice of Delivery Amounts
section of this Lease Agreement, PSCo, in its sole discretion, will determine whether it will
divert all, none, or a portion of the water made available to PSCo by the Water Company.

42  Carry Over Allowance. In the event that the Water Company is unable to
deliver the full amount of water shown on the foregoing schedule during the month in which the
water is to be delivered, or PSCo is unable to divert the full amount of water shown in the
foregoing schedule during the month in which the water is to be delivered, the difference
between the amount of water shown on the foregoing schedule and the amount of water actually
made available and diverted may be added to the amount of water to be made available to PSCo
by the Water Company during the following month. Any modification of the monthly amounts
shown in the foregoing schedule based on this subsection shall not reduce the Water Company’s
obligation to make available for delivery 3,000 acre-feet of fully consumable water to PSCo
from November 1 to March 31 of any year that this Lease Agreement remains in effect.

43  Variance of Delivery Amounts. Because actual pumping may vary, actual
monthly delivery amounts shall be agreed to by PSCo and the Water Company on a month-to-
month basis and upon verbal agreement between PSCo’s water resources department and the
manager of the Water Company. Such deliveries may vary between 80% of the amount
described above for the subject month, to 120% of the amount described above for the subject
month. Changes in deliveries of water from the Water Company to PSCo pursuant to this Lease
Agreement that are less than 80% of the monthly amounts described above, or that exceed 120%
of the moithly amousts described above are allowed, provided both PSCo’s water resources
department and the Water Company secretary-manager agree in writing to such modification of
the monthly delivery amounts described above. Modifications to the delivery schedule shall niot
reduce the Water Company’s annual obligation to make available for delivery 3,000 acre-feet of
fully consumable water to PSCo.

44  Notice of Delivery Amounts. PSCo shall provide any written notice to the
Water Company of the amount of water that is to be delivered to PSCo pursuant to Paragraph 4.3
of this Lease Agreement, on or before the 21st day of the month prior to the month in which such
water is to be delivered to PSCo by the Water Company. The written notice from PSCo to the
Water Company may pertain to more than one month, and may pertain to multiple months. If
PSCo provides notice of the amount of water to be delivered by the Water Company to PSCo,
and that amount of water is delivered by the Water Company to the South Platte River or another
water right holder pursuant to this Lease Agreement, PSCo shall be obligated to pay the Water
Company for the amount of water so delivered, without regard to whether PSCo actually
diverted an amount of water equal to the amount of water delivered by the Water Company.

4
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4.5  Delivery Locations. The water to be delivered to the South Platte River
for the benefit of PSCo shall be delivered to the following locations:

4.5.1 In the event that the North Sterling Reservoir Water Rights are in
priority under Colorado law and water is available pursuant to the North Sterling Reservoir
Water Rights at the headgate of the North Sterling Inlet Canal, the Water Company will deliver
the water to the South Platte River at a location at or below the headgate of the North Sterling
Inlet Canal.

4.52 In the event that the North Sterling Reservoir Water Rights are not
in priority under Colorado law and the water right calling for delivery of water under Colorado
law is the Julesburg Reservoir water right, which is diverted at the headgate of the Harmony
Ditch and has an appropriation date of February 12, 1904, the Water Company shall either (1)
deliver water through the North Sterling Outlet Canal to a location that the owner of the
Julesburg Reservoir water right may divert the water, or (2) deliver other fully consumable water
to a location upstream of the headgate of the Harmony Ditch, and PSCo may divert an amount of
water equal to the amount of water delivered by the Water Company to the owner of the
Julesburg Reservoir water right.

4.5.3 In the event that the North Sterling Reservoir Water Rights are not
in priority under Colorado law and there is another water right located downstream of the
headgate of the North Sterling Inlet Canal that is in priority and calling for water, the Water
Company shall deliver fully consumable water to a location downstream of the headgate of the
North Sterling Inlet Canal to satisfy the calling water right, and PSCo may divert the amount of
water equal to the amount of water delivered to the calling water right.

454 In the event the Prewitt Reservoir water right in the amount of
32,300 acre-feet, with an appropriation date of May 25, 1910, and an adjudication date of
January 15, 1914, as granted pursuant to the decree entered by the District Court in and for Weld
County, Colorado in Case No. 2142 (“Prewitt Reservoir Water Right”) is in priority and is
calling for water, it is expressly agreed that, absent a separate agreement between the Water
Company and one or more owners of interests in the Prewitt Reservoir Water Right for exchange
of water provided by the Water Company water in lieu of water that would otherwise be diverted
into Prewitt Reservoir, the Water Company shall not be required to deliver water to the South
Platte River for diversion by PSCo. However, the inability of the Water Company to deliver
water to the South Platte River for diversion by PSCo during such times as the Prewitt Reservoir
Water Right is in priority and is calling for water shall not reduce the Water Company’s
obligation to make available for delivery 3,000 acre-feet of fully consumable water to PSCo
from November 1 to March 1 of any year this Lease Agreement remains in effect.
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4.5.5 In order to ensure that PSCo will be able to divert water at such
times as PSCo has a need for the water, and the Water Company is not otherwise able to deliver
water to the South Platte because the Prewitt Reservoir Water Right is in priority and is calling,
the Water Company agrees to exercise good faith efforts to secure agreements with one or both
types of the following types of agreements on or before March 1, 2606:

4.5.5.1 Agreements with one or more owners of interests in the
Prewitt Reservoir Water Right for an exchange of water between the owners of such interests
and the Water Company at alternate times and locations; and or

4.5.52 An agreement with North Sterling for delivery of recharge
water into recharge facilities at such locations as will provide recharge water to the South Platte
River upstream of the headgate of the Prewitt Reservoir, in accordance with the application
pending before the Water Court in and For Water Division No. 1 in Case No. 96CW 1034, so that
such recharge may be used by PSCo as a replacement for out-priority depletions affecting the
Prewitt Reservoir Water Right pursuant to the terms of this Lease Agreement.

456 If by March 1, 2006, the Water Company is unable to secure
agreements with owners of interests in the Prewitt Reservoir Water Rights and/or an agreement
with North Sterling for delivery of recharge water to the South Platte River, sufficient to enable
PSCo to divert water in accordance with the schedule set for in Section 4.1 above, at times when
the Prewitt Reservoir Water Rights are in Priority and is calling, then PSCo shall be entitled to a
twenty percent (20%) reduction in the amount of the Base Payment, beginning with the
November 1, 2006 Base Payment, and for each year thereafter that the Water Company fails to
secure such agreement(s) by March [ of that same year.

4.5.7 The Parties may mutually agree upon other locations to which the
Water Company will deliver fully consumable water to enable PSCo to divert an amount of
water at the Pawnee Well Field that is equal to the amount of water delivered to any calling
water right.

4.5.8 Rate of Diversion. Water delivered by the Water Company to
PSCo pursuant to this Lease Agreement may be diverted from the South Platte River by PSCo at
a diversion rate not to exceed 35 c.fs.

5. ‘Measurement. The Water Company shall measure and maintain monthly records
of its deliveries to the South Platte River under this Lease Agreement. PSCo shall measure and
maintain monthly records of its diversions of water delivered by the Water Company. Each Party
shall provide the other Party with copies of such records on a monthly basis.

6. Payments.

6.1  Calculation of Payments. Payments under this Lease Agreement shall
consist of a Base Payment and a Delivery Payment.




676390 04/26/2006 11:05A B964 P446 LSEAGMT
Tof 12R61.00D 2.20 N 0.20 Logan County CO

6.1.1 Base Payments. PSCo shall annually pay to the Water Company a
base payment regardless of whether PSCo elects to divert any water made available for delivery
by the Water Company pursuant to this Lease Agreement (“Base Payment”). The first Base
Payment, for water made available by the Water Company for the period from November 2005
through March 2006 shall be in the amount of $150,600, and shall be paid by PSCo to the Water
Company on or before January 10, 2006. Thereafter, the Water Company shall submit an invoice
to PSCo by October 1st of each year for the Base Payment. The invoice shall be paid by PSCo
within thirty days of receipt of said invoice, or by November 1st, whichever is later. If PSCo
does not pay the invoice by the required date, it shall be assessed a carrying charge of 1.5% per
month on the unpaid balance.

6.1.2 Delivery Payments. PSCo shall also pay to the Water Company an
additional $425 for each acre-foot of water that is delivered by the Water Company to the South
Platte River pursuant to this Lease Agreement (“Delivery Payments”). Such Delivery Payments
shall be billed by the Water Company in the first week following the month in which the
deliveries occur, and shall be paid by PSCo within 36 days of receipt of the billing from the
Water Company. If PSCo does not pay the invoice within the required thirty days, it shall be
assessed a carrying charge of 1.5% per month on the unpaid balance.

6.2  Rate Adjustments. The initial rate for the Base Payment shall be $50 per
acre-foot. The initial rate for Delivery Payments shall be $425 per acre-foot. Every year
thereafter, these rates shall be increased in accordance with the following formula:

AP =BP(LI/LB)
Where: AP is the adjusted price per acre-foot of water

BP is the base price of $50 per acre-foot for the Base Payments and $425 per
acre-foot for Delivery Payments.

LI is the Consumer Price Index for all urban consumers, all items, U.S. City
Average as published for January of the year of adjustment. If the Consumer
Price Index 1s changed, the Index shall be converted in accordance with the
conversion factor published by the Bureau of Labor Statistics. Should the Index
be discontinued, the Parties agree to substitute another index generally recognized
to be authoritative.

LB is the base value of the above described index, which shall be the published
value for January 2005.

6.2.1 Should the Consumer Price Index for all urban consumers, all items,
U.S. City Average (LI in the above formula) decrease in any year, the adjusted price for the Base
"Payments and the Delivery Payments shall not be decreased and shall remain the same as the
previous year.
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6.3  Effective Date of Rate Adjustment. The Effective Date for adjusting the
Base Payments and the Delivery Payments shall be April 1 of each year.

7. Term.

7.1 Unless previously terminated, as described in this section or the Force
Majeure section of this Lease Agreement, this Lease Agreement shall terminate on January 21,
2031, and shalt be of no force and effect thereafter. Upon termination of this Lease Agreement,
the Water Company shall have no obligation to supply water to PSCo. PSCo waives any claim
to continued water supply by the Water Company after termination, and PSCo shall no longer
have any obligation to make payments hereunder to the Water Company.

7.2 This Lease Agreement may also be terminated as provided below in the event
that PSCo discontinues electrical power generation at Pawnee Station; provided, however, that
such right to terminate may not be exercised at any time prior to 10 years from the Effective
Date of this Lease Agreement.

7.2.1 PSCo shall give the Water Company written notice of its intent to
terminate this Lease Agreement (“Notice of Termination”). PSCo shall make all payments
required by this Lease Agreement for the year in which the Notice of Termination is given. In
addition, at PSCo’s request, the Water Company shall deliver to PSCo all the water that is
required to be dehivered under this Lease Agreement for the year in which the Notice of
Termination is given.

7.2.2 During the calendar years that follow the year in which PSCo gives
the Notice of Termination, the Water Company shall have no obligation to deliver any water
pursuant to this Lease Agreement. However, PSCo shall pay the following percentage of the
Base Payment to the Water Company on November 1 of such years:

Year Following Termination Notice % of Base Payment Made
1 100%

2 80%

3 60%

4 40%

5 20%

Subsequent years 0%

7.2.3 During the calendar years that follow the year in which PSCo
delivers the Notice of Termination, there shall be no rate adjustment for the Base Payments,
which payments shall be paid at the rate that existed as of the date of the Notice of Termination.
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8. Force Majeure. If at any time during the term of this Lease Agreement, either
PSCo is rendered unable to operate the Pawnee Station, or the Water Company is rendered
unable to deliver water pursuant to the terms of this Lease Agreement as a result of actions by
federal, state or local governments, or their agencies, the affected Party shall give notice to the
other Party within thirty (30) days from the date the affected Party has notice or knowledge of
the governmental action or proposed action. The notice shall specify: (1) the nature of the
governmental action or proposed action, (2) the impact on the affected Party, (3) the projected
date on which the governmental action or proposed action will preclude the affected Party from
operating pursuant to this Lease Agreement, and (4) a description of the actions that the affected
Party will take with respect to the governmental action or proposed action. The Parties shall
continue to perform under this Lease Agreement until the date that the affected Party is
precluded from continued operations by the governmental action or proposed action. If PSCo is
the affected Party, PSCo shall only pay the Water Company for water delivered as of the date of
discontinuance of operations at the then-existing per acre-foot rate. 1f the Water Company is the
affected Party, it shall deliver water hereunder until such date as it is precluded from operating
pursuant to this Lease Agreement, and PSCo shall only pay the Water Company for water
actually delivered during the calendar year in which the discontinuance of operations occurs.
- Payment shall be at the then-existing per acre-foot rate, and. if PSCo has paid for more water than
is actually delivered, the Water Company shall refund to PSCo any amounts paid for water that
was not actually delivered by the Water Company. This Lease Agreement shall terminate on the
date of discontinuance of operations, subject to the payment and delivery obligations described
in this section of the Lease Agreement. If at any time during the term of this Lease Agreement
the affected Party is able to continue or restart operations in compliance with federal, state or
local law, the unaffected Party shall have the option of reinstating this Lease Agreement by
providing written notice to the affected Party. The unaffected Party shall specify in the written
notice the date on which this Lease Agreement shall be reinstated, and obligations under this
Lease Agreement shall remain in full force and effect from the date of such reinstatement.

9. Water Court Proceedings. The Parties- agree to fully cooperate in any Water
Court proceedings that are necessary to implement performance under this Lease Agreement.
Each Party shall bear its own costs and attorneys fees associated with such proceedings.

10. Inclusion in Substitute Water Supply Plan. The Water Company will work with
North Sterling to include the Pawnee Wells in the 2005 Substitute Water Supply Plan and
subsequent substitute water supply plans pertaining to the augmentation plan that is currently
pending before the District Court in and for Water Division No. 1 in Case No. 96CW1034,

11. Priority of Delivery. It is expressly understood between the Parties, that should
the Water Company contract with other entities or individuals for delivery of water, that such
deliveries shall not interfere with, and shall be subordinate to, the delivery obligations imposed
on the Water Company by this Lease Agreement.
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12. Changes in Quantity or Timing of Delivery. The Parties may, by separate, written
agreement: (1) increase or decrease the total annual amount and/or the monthly amount of fully
consumable water from the North Sterling Water Rights that will be delivered to the South Platte
River by the Water Company on behalf of PSCo; and/or (2) change or modify the months in
which fully consumable water from the North Sterling Water Rights will be delivered to the
South Platte River by the Water Company on behalf of PSCo; and/or (3) change the timing of
any delivery of fully consumable water delivered to the South Platte River by the Water
Company on behalf of PSCo to include delivery of all or any portion of fully consumable water
available pursuant to the North Sterling Water Rights at any and all times, without limitation.

13. Indemnification. The Parties agree to save and hold each other harmless from and
against all liability from damage to property, or death of any person, or liability arising from
claims arising out of or specifically related to actions of the Parties and their agents, employees,
and contractors and pursuant to the terms and conditions of this Lease Agreement.

14.  Audits. The Water Company agrees to maintain accurate records in accordance
with sound accounting principles to evidence compliance with this Lease Agreement. Said
accounting records shall present a fair and accurate accounting of all charges to PSCo under this
Lease Agreement. Upon 30 days written notice, the Water Company shall provide PSCo with
access to such accounting records, so that PSCo can determine whether the Water Company is in
compliance with the provisions of this Lease Agreement. These accounting records shall be
made available to PSCo during the term of this Lease Agreement and for a period of twenty-four
(24) months thereafter.

I5.  Default; Remedies. In the event of default hereunder by any Party, the remedies
upon default are as set forth below unless otherwise provided in this Lease Agreement. The
remedies of the Parties shall survive termination of this Lease Agreement.

15.1 A default shall be deemed to have occurred if any Party breaches its
obligations hereunder and fails to cure such breach within 30 days of receipt of written notice
specifying the breach.

15.2 Upon any default by any Party, the non-defaulting Party shall be entitled to
seek any available remedies under law or equity (including, without limitation, specific
performance and/or damages) and the prevailing Party shall also be entitled to recovery of its
reasonable attorneys’ fees, expert witness fees, and court costs. The Parties acknowledge that
due to the unique subject matter of this Lease Agreement, legal remedies may be inadequate,
damages may be difficult to determine, and it may be impossible to return the non-defaulting
Party to the status quo as it existed at the time of default. As a result, the non-breaching Party
shall have the right to specific performance under terms and conditions of this Lease Agreement.

16.  Notice. All notices and other communications under this Lease Agreement shall

be in writing and shall be deemed to have been received on the date of service, if served
personally or via facsimile on the person to whom notice is given, or on the third day after

10
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mailing, if mailed to the Party to whom notice is to be given by certified, first class mail, postage
prepaid, return receipt requested and properly addressed as follows:

PSCo: Xcel Energy
4653 Table Mountain Drive
Golden, CO 80403
ATTN: Water Resources

Water Company: Point of Rocks Water Company, L.L.C.
112 North 8th Avenue
Sterling, CO 80751

Any Party may change its address by giving notice in the manner provided hereunder.
17.  Additiopal Provisions.
17.1  Survival of Terms. The representations, warranties, and covenants given

by each Party hereunder, and the Parties' remedies and obligations set forth herein, shall be
deemed to be continuing in nature.

17.2 Negotiation. This Lease Agreement has been submitted to the scrutiny of,
and has been negotiated by all Parties hereto and their counsel. It shall be given fair and
reasonable interpretation in accordance with its terms, without consideration or Wexght being
given to its having been drafted by any Party or its counsel.

17.3 Waiver. This Lease Agreement may not be amended, nor any rights
hereunder waived except by an instrument in writing signed by the Party to be charged with such
amendment or waiver. The waiver by any Party of any term or condition of this Lease
Agreement shall not be deemed to constitute a continuing waiver thereof, nor of any additional
right that such Party may have under this Lease Agreement.

174 Binding Effect. This Lease Agreement shall be binding upon and inure to
the benefit of the Parties and their respective successors.

17.5 No Third Party Beneficiaries. This Lease Agreement is entered into
between the Parties for the purposes set forth herein. No other person or entity is a beneficiary
of this Lease Agreement, nor shall any other person or entity be considered a beneficiary, third
party or otherwise, of this Lease Agreement.

17.6  Colorade Law. This Lease Agreement shall be governed by the laws of
the State of Colorado, insofar as any matter is not regulated by applicable laws of the United
States. Wherever possible, each provision of this Lease Agreement shall be interpreted in such
manner as to be effective and valid under the laws of the State of Colorado, or, as applicable,
under the faws of the United States, but if any provision of this Lease Agreement shall be
prohibited or invalidated thereby, such provision shall be ineffective to the extent of such
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prohibition or invalidity, without invalidating the remainder of such provision or the remaining
provisions of this Lease Agreement.

17.7 Paragraph Headings. The paragraph headings of this Lease Agreement are
inserted for convenience and reference only and shall not alter, define, or be used in construing
the text of the paragraphs.

17.8 Additional Documents. The Parties agree to execute such additional
documents and give such further assurances as may be reasonably necessary to complete the
transactions contemplated herein.

17.9. Counterparts. This Lease Agreement may be executed in any number of
counterparts, each of which shall be considered to be an original, but all of which together shall
constitute one and the same instrument.

17.10 Entire Agreement. This document constitutes the entire agreement
between the Parties concerning the subject matter hereof. It supersedes any prior agreements or
understandings between the Parties concerning the subject matter hereof.

17.11 Full Authority. The undersigned represent that they have full authority to
enter this Lease Agreement on behalf of the respective Parties. The Parties have taken all
actions required and secured the necessary approvals to enter this Lease Agreement.

17.12 Effective Date. This Agreement shall be effective on the last date it is
signed by the Parties.

IN WITNESS WHEREOF, the Water Company and PSCo have caused these presents
to be executed in their respective behalf by their proper officers.

Point of Rocks Water Company, LLC

Public- Seﬁlce Company of Colorado
Loy .
'r § 4 g

By: | /f*” R L
David Wllks Vice-President
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North Sterling Irrigation District

Water Rights Summary

Decree Appropriation | Adjudication Amount Supply Sources Decree Uses
Date Date
2142 June 15, 1908 Jan 1, 1922 300 cfs So. Platte River Storage for
69,446 af Springdale Cr. Irrigation
Pawnee Cr.
Cedar Cr.
2142 June 15, 1908 Jan 1, 1922 2,000 af Cedar Cr. Storage for
Irrigation
2142 June 15, 1908 Jan 1, 1922 540 cfs Pawnee Cr. Storage for
5,000 af Irrigation
2142 Aug 1, 1915 Jan 1, 1922 411 cfs So. Platte River Storage for
11,954 Irrigation
8492 May 27, 1914 Jan 13, 1936 460 cfs So. Platte River | Direct Flow for
Irrigation
88CW234 Dec 1988 Jun 29, 1989 69,446 af So. Platte River Recreation,
11,954 af Wildlife,
Piscatorial
96CW1034 May 8, 1996 Jul 21, 2006 294 cfs (abs) So. Platte River Recharge,
306 cfs (cond) Exchange,
7,800 af Augmentation
96CW1034 Dec 31, 2002 Jul 21,2006 | 510 cfs (abs) So. Platte River Recharge,
90 cfs (cond) Exchange,
24,000 af Augmentation
96CW1034 | Dec 31, 2002 Jul 21, 2006 15,0000 af So. Platte River Industrial,
Commercial,
Fire Protection,
Recharge,
Exchange,
Augmentation,
Municipal,

Domestic




The Porth Sterling Frrigation District

Introduction

The North Sterling Irrigation District is a Public Municipal Instrumentality of the State of Colorado and was
organized by order of the Board of County Commissioners under the Irrigation District Law of 1905 on February
25, 1907.

Facts:
District Boundaries: The North Sterling Irrigation District encompasses 40,916.94 acres stretching from the North

Sterling Reservoir, approximately 12 miles northwest of Sterling, Colorado to the end of the North Sterling Outlet
Canal about 8 miles northeast of Crook, Colorado.

Water Source: The North Sterling Irrigation District receives its water from the South Platte River with its
diversion near Snyder, Colorado. The water is carried 61 miles through the North Sterling Inlet Canal where it
flows into the North Sterling Reservoir. The water in the reservoir is then released for delivery to North Sterling
landowners via the 65 mile North Sterling Outlet Canal.

Water Rights:
1908 storage right for 69,446 acre-feet measured at the reservoir diverted at a rate of 300 cfs

1915 storage right for 11, 954 acre-feet measured at the reservoir diverted at a rate of 411cfs
1914 direct flow right for 460 cfs measured from reservoir

1996 recharge right for 294 cfs absolute and 306 cfs conditional

2002 recharge right for 510 cfs absolute and 90 cfs conditional
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Reservoir Capacity: 74,590 acre-feet

Total Diversion from South Platte River: 130,023 acre-feet

Delivery: Over the past 20 years the average delivery has been 1.66 acre-feet per district acre

Ownership: 122 landowners

Cost: The District levy is $22 per district acre and is collected by Logan County Treasurer along with property tax.
Board of Directors: David A. Hernandez, President

Dave Breidenbach, Vice President
Jim Aranci, Director

Manager: Jim Yahn

Office: 112 North 8™ Avenue
P.O. Box 103
Sterling, CO 80751
970-522-2025



@ COLORADO
&, o | Solorado Water Water Project Loan Program

Conservation Board Projects financed by the Water Project Loan
Program must align with the goals identified in
Colorado’s Water Plan and its measurable
objectives.

Department of Natural Resources

Application Type

DPrequalification (Attach 3 years of financial statements) Loan Approval (Attach Loan Feasibility Study)
Agency/Company Information

Company / Borrower Name: North Sterling Irrigation District

Authorized Agent &Title: James T. Yahn, P.E., Manager
Address: 112 North 8th Avenue - P.O. Box 103, Sterling, CO 80751

Phone: ( 970)522-2025 Email: im@northsterling.org
Organization Type: D Ditch Co District,lj Municipality Incorporated? D YES

D other: NO
County: Logan Number of Shares/Taps: 40,916.94 acres
Water District: North Sterling Avg. Water Diverted/Yr 130,023 acre-feet
Number of Shareholders/Customers Served: 122 Current Assessment per Share $22 (Ditch Co)
Federal ID Number: 84-0815082 Average monthly water bill $ (Municipality)

Contact Information
Project Representative: Jim Yahn

Phone: ( )970-520-0170 Email: jim@northsterling.org
Engineer: Matt Harris, P.E.

Phone: ( )970-867-4971 Email: matt@harrisec.com
Attorney: Levi Williamson

Phone: ( )970-522-2341 Email: levi@wlflawfirm.com

Project Information
Project Name: North Sterling River Diversion Replacement Project
Brief Description of Project: (Attach separate sheets if needed)

The replacement of the existing North Sterling Inlet Canal river diversion structure.

Project Start Date(s) Design: Complete Construction: July 2021
General Location: (Attach Map of Area)

See Feasibility Study
Project Costs - Round to the nearest thousand

Estimated Engineering Costs: Included in Construction Estimated Construction Costs: 3,498,000

Other Costs (Describe Above): Estimated Total Project Costs: 3,498,000

Requested Loan Amount: Requested Loan Term(10, 20, or 30 years):
3,532,980 20 Years

Return to: Finance Section Attn: Matt Stearns
1313 Sherman St #718

M/ Denver, CO 80203
1/30/2021 Ph. 303/866.3441

S]gnature / Tltle Date e-mail: matthew.stearns@state.co.us
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