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MR MKE COLLINS: Al right, let's go ahead
and get started. Hopefully we've got enough chairs for
everybody. There's a couple here, we don't bite
(indicating). Well, | don't, I'mpretty sure D ane
doesn't either.

Hopeful |y you have had a chance to sign in.

Good afternoon. For the record, I am M ke
Collins, Area Manager for Reclamation's Eastern Col orado
Area Ofice. You all recognize our office owns,
operates and mai ntains the Fryingpan-Arkansas Project,
and I want to wel conme you to our listening session this
afternoon on devel oping market-pricing criteria for the
Fryi ngpan- Ar kansas Proj ect.

Recl amation would really like to hear from
you today and gather information fromyou on the
appropriate criteria to use to establish market-rate
pricing for excess-capacity contracts for storing,
exchangi ng or conveyi ng non-project water. W are
| ooking to the devel opnent of a market-pricing criteria
through the Fry-Ark as a pilot that woul d be expanded
t hr oughout Recl amati on.

Recl amati on has Directives and Standards that
date back to 1996 that provide for market pricing for
excess capacity.

Before we get started | would like to do sone
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i ntroductions, but not all the way around the table,
unl ess you want to.

For the folks from Recl amation (indicating).

M5. TARA KINSEY: |'m Tara Kinsey, I'mthe
Lead --

THE COURT REPORTER: Excuse nme, | can't hear
you. Sorry.

M5. TARA KINSEY: Sorry. | am Tara Kinsey,
the Lead Econom c Specialist fromthe Geat Plains
Region in Billings, Mntana.

M5. LYNETTE SMTH. And |I'm Lynette Smth,
head of contracting in Billings.

MR. RANDY CHRI STOPHERSON: | am Randy
Chri stopherson, I'mwith the Ofice of Policy
Adm ni stration out of Denver.

MR ZACK ROTHM ER: Zack Rothmier, also with
Pol i cy out of Denver.

MR GERRY KNAPP: Gerry Knapp, Aurora Wter

MR. TOM SI MPSON: Tom Si npson, Aurora Water.

MR. ED HARVEY: Ed Harvey, Harvey Econonics.

MR TED KOMLSKI: |'m Ted Kowal ski with the
Col orado Water Conservation Board.

MR LEE MLLER Lee MIler, counsel for
Sout heastern Water Conservancy District.

THE COURT REPORTER: Sout heastern what ?
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4
MR. LEE M LLER  Water Conservancy District.
THE COURT REPORTER: Thank you.
MR JIMBRODERICK: | am JimBroderick, the
Executive Director of Southeastern Col orado Water
Conservancy District.
MR. HAROLD M SKEL: And | am Harold M skel,
the Vice President of the board for the Southeastern
Col orado Water Conservancy District.
MS. ANN NI CHOLS: Ann Nichols, board nenber
for the Southeast District.
M5. JENNY BI SHOP: Jenny Bi shop with Col orado
Springs Utilities.
MR, WAYNE VANDERSCHUERE: \Wayne
Vander schuere, Vice President of Fountain Valley
Aut hority.
MR. DAVID ROBBINS: David Robbins, I'm
out si de counsel for Colorado Springs Uilities.
MR CHRI'S WOODKA:  |'m Chris Wodka, I'ma

reporter with the Pueblo Chieftain.

MR. SETH CLAYTON: Seth Clayton with the
Puebl o Board of Water Works.

MR. TERRY BOOK: Terry Book, |I'mthe Deputy
Executive Director for the Puebl o Board of Water Wbrks.

MR MKE H LL: Mke H I, Bessener

Irrigating D tch Conpany.
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MR. DAVID SI MPSON: David Sinpson, St.
Charles Mesa Water District and a board nenber of
Sout heastern Col orado Water Conservancy District.

MR. ROY HEALD: Roy Heal d, Security Water
Di strict.

M5. DI ANE HOPPE: And |'m Di ane Hoppe, |'m an
i ndependent consultant that will be providing guidance
over this neeting today.

MR- M KE COLLINS: Thanks, D ane.

M5. DI ANE HOPPE:  Uh- huh.

MR. MKE COLLINS: Appreciate your efforts
t oday.

And as you have noticed we al so have M ss
Medi na there who is recording a transcript of our
neeting today so that we have an accurate record of your
i nput, many of us know each other, but M ss Mdina does
not, so if you would be so kind, before you provide a
comment, that you would just rem nd her of your nane,
and that way we can attribute comrents appropriately
(i ndicating).

Qur goal today is to hear fromyou. W have
no draft docunents or analysis at this tinme, we are
keenly interested in first gathering your thoughts on
appropriate criteria for market pricing, we would

appreci ate your insights into nethodol ogies that you
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6
found hel pful in determ ning your criteria for defining
the market and pri cing.

And as our tine today is sonmewhat limted --
we really need to be out of this building by 5:00 -- |
al so recogni ze that you may need sonme additional tine in
provi di ng your thoughts, so, therefore, we are going to
be taking witten conmments through Septenber 30 of this
year; and after our neeting today there may be
addi ti onal benefit to everybody to continue sone nore
i n-depth technical discussions on this topic, and we
woul d be happy to tentatively schedul e those technical
sessions today if there's an interest. W can also do
that -- schedule those at a |ater point as we work
through the process. So at the end of the session today
we can further discuss what next steps |ook |ike for us
and sone tentative tinme franes for getting this
acconpl i shed.

So at this time I'll turn the gavel over to
M ss Hoppe, and we're glad to hear from you.

M5. DI ANE HOPPE: Thank you, M ke.

I'"d like to conduct this -- this listening
session in -- in kind of an orderly fashion.
First of all, I would like you to tell the

court reporter what your nane is and who you are wth.

MR. ALAN WARD: Al an Ward --
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MS. HOPPE: Yeah.

MR. ALAN WARD: -- and today |'mrepresenting
t he Bessener Ditch Conpany.

M5. DI ANE HOPPE: Geat. Thank you.

W -- since we do have a court reporter here
today I would like to ask you all to -- to speak up, and
when you' re recogni zed to speak if you woul d pl ease say

your nanme. Even though she has your nane down once she

may not put your -- your face together with -- with
who's speaking in -- at the tine, so give her your nane
agai n each time you speak and that will be hel pful.

And with that | think what we will do is ask
for volunteers who would |Iike to make some openi ng
stat enment s.

As Mke indicated, this is a |listening
session and there won't be any decisions made at this
hearing, but it is an opportunity for Mke and -- and
the Reclamation staff to take your comrents, so we wl|
begi n that way.

M. Robbi ns.

MR. DAVID ROBBINS: M. Hoppe. M nane is
Davi d Robbi ns.

| thought it would be good to just start by
mentioning the fact that Lynette and Tara and M ke and |

at | east sat for quite a nunber of days in this room and
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went round and round about the appropriate value to

pl ace upon a 40-year storage contract for the Southern
Del i very System and for the exchange and conveyance of
wat er under that system and one of the issues that was
a particular concern to me and to Col orado Springs

and -- and our partners, Security and Fountain and
Puebl o West, was the -- what -- what we perceive to be a
sort of lack of a clear methodol ogy that woul d be
applied for contracts generally fromthe

Fryi ngpan- Arkansas Project, and at |east it was ny
perception that the fact that the Bureau of Reclamation
had not really adopted a sort of clear and transparent
nmet hodol ogy was frustrating for us, but | think it may
have al so been sonmewhat frustrating for sone of the

Bur eau negoti ators because it was hard to answer sone of
our questions | think lacking sort of a -- a -- an
overri di ng policy guidance.

So we pushed hard -- "we" being the
negotiators for the Southern Delivery System-- to have
t he Bureau consi der undertaking a programof this sort
where they made sone deci si ons about how one m ght go
about in the future pricing the use of Bureau facilities
so that everyone woul d have access to the sane
i nformati on going into any future contract negoti ations,

and ideally elimnate some of the discord that
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9
occasionally erupted in our negotiations on the Southern
Del i very System

Along -- so we're very glad that you're here
and that you are conducting this list -- listening
session, gathering this sort of information, and
hopefully it will lead to a nore public dial ogue about
bot h how t hi ngs shoul d be priced and the met hodol ogy for
devel opi ng that pricing structure.

| wanted to say that we asked Ed Harvey, of
Harvey Economics, to conme today and talk a little bit
about sort of market concept and how one m ght undertake
t hose sorts of -- of -- of discussions and
i nvestigations, and I would ask, D ane, that whenever
it's appropriate that you call on Ed and | et him nmake
sone comments for the record.

G ven the relatively short lead into this
neeting in terms of know ng when, where and why, we
haven't had tinme to do anything in the way of a fornal
presentation, but given your generous 45-plus day
opportunity to add coments | -- | wll certainly
propose to Colorado Springs Uilities, and sone of the
other entities at the table, that we do that so that you
have sonething slightly nore formnal

Thank you very nmuch for being here today,

M ke, and | adi es, gentl enen, good of you to cone to hear
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10
us out on this.

| think it's a matter of significant
i nportance that -- the last thing I want to point out --
and I -- | will submt a letter for the record -- but
during the course of the negotiations on the Southern
Del i very Systens' contracts then Mayor Lionel Rivera
wote a letter to the Comm ssioner and poi nted out that
the pricing structure that we were then tal king about
m ght be one that the -- the beneficiaries of the
Sout hern Col orado Delivery Systemcould find a way to
live with, but there were lots of other communities that
woul d be seeking if-and-when contracts --
excessi ve-capacity contracts in the future were -- who
mght find it to be incredibly burdensonme to be able to
rely on excess capacity in -- in the facilities at those
prices because their capacity to nake those paynents
wasn't as great.

And | will want to submt that letter again
just so it's clear in this discussion, because | think
that's one of the things that we need to have the Bureau
t hi nk about and deal with, is that while all of the
residents of the Southeast District equally pay their ad
valoremtax to support the District, all of those
communities don't -- you know, all -- and -- and they

shoul d -- everyone should be treated relatively equal --
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11
we ought to be setting prices that work for everyone,
not pricing sone parts of Southeast District citizenry
out of the market.

Those are ny remarks at the nonent, thank
you.

M5. DI ANE HOPPE: Thank you, David.

MR. DAVID ROBBINS: Thank you very nuch for
entertaining my conments.

M5. DI ANE HOPPE: WII you nmake a -- in your
witten conmments to Reclamation will you nake those --

t hose conmments available to themat the end of that tine
and -- as well as the letter --

VMR, DAVI D ROBBINS: Yes.

M5. DIANE HOPPE: -- in terns of your
reconmendat i on?

VMR, DAVI D ROBBINS: Yes.

M5. DI ANE HOPPE: Thank you.

Is there anyone else that would like to op --
op -- make an opening comment? O, if not, 1'Il -- ["1I
go right to Ed, and, Ed, if you would like to -- to
foll ow up that woul d be great.

MR. ED HARVEY: Sure. | guess there are a
| ot of shy people here.

M5. DI ANE HOPPE: They won't be after a
whi | e.
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12
MR. ED HARVEY: OCh, okay. It's been awhile
since | have been here.
| amsorry | don't have a fornmal

presentation, this cane together kind of quickly, but I

will give you a -- an outline of ny cooments so you can
make notes or draw pictures or sone -- say | don't agree
with that (indicating). So, anyway -- and |I'msorry |

don't have outlines for everybody, but

They called recently and asked nme to talk
about the nethodology in this nmarket-based matter, and
how one woul d go about putting those things there.

M5. DI ANE HOPPE: (I ndicating.)

MR. ED HARVEY: How one woul d go about
putting a nmethodol ogy |ike that together, and --

(Unidentified mal e handed m crophone to M.

Har vey.)

MR. ED HARVEY: Thank you. Can you hear ne
now?

THE COURT REPORTER: Yes, sir. Thank you.

MR. ED HARVEY: (Ckay. It's Ed Harvey.

So what | would |ike to say is -- first of
all, I think if you re |ooking at a market-based net hod
for pricing water you need to, first of all, be clear in

your mnd what a nmarket is, everybody needs to

understand that, so let ne kind of go over what a -- an
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13
econoni st look -- looks at this sort of thing here's
what they kind of think about when they think about
mar ket .

You have a service or commodity or product,
okay, and it's relatively simlar, relatively
honogeneous, and, then, you' ve got sellers on one hand
selling that commbdity or service and, then, you have
buyers on the other hand (indicating). Now, the sellers
are unconnected to one another and the buyers are
unconnected to one another, and they also have an arnis
| ength rel ationship to one another, okay, so there's no
i nfluence on price (indicating).

For instance, if a -- one seller had a
relationship with a buyer or saw sone benefit in selling
that commodity or price to that buyer the price would be
adjusted, so that's really not a -- sort of a market
phenonenon that you're |ooking at here.

So that's a -- that -- that's what a narket
is, and we are | ooking for a market-based price.

Then you cone to the conmmopd -- the commodity
of water, either water storage, water exchange,
conveyance, and how does one price that and how does one
get at a market price there. You imediately run into
sone probl ens because the -- first of all, there are not

that many transactions, nunber one; nunber two, all
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14
wat er resources -- storage, conveyance, exchange -- al
of those are different fromone another, so you -- you
sort of fail that honpbgeneous conmodity standard as
wel I, okay? So you -- you have a -- imediately a
problemthere. There's a |ocational issue associated
with this.

When you're valuing or putting a market-based
price on -- on water storage, for exanple, it really has
to be in that basin, it has to be in that basin because
the supply and the denmand for water in that basin and
the use to which the water is put drives the val ue and
drives -- helps drive the price, soit's -- it's very
| ocation specific, okay?

So all of these things make water sort of a
di fferent ani mal when you are trying to get at this
mar ket - based pricing thing.

Now, we do have exanples where it does exist.
In the Col orado-Bi g Thonpson Project, the way that
proj ect has been configured they do exchange CBT units
back and forth between farnmers and nunicipalities, other
wat er users there within a defined boundary. So it's a
| ocation, it's a honobgeneous conmodity, there's
different sellers, different buyers, you got a narket
there, that's unusual.

And | will say that people who do what | do
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al ways kind of -- they talk about markets and, then,
they tal k about the CBT Project, and they do that
because that's the one real water market that people can
find. Elsewhere it's -- it changes, and, so, you really
can't get there.

Anyway -- so there's sonme difficulties in --

in sort of defining that market and the market-based

price.

For the Bureau of Reclamation and for the
Fryi ngpan- Arkansas Project it's al -- there are sone
other difficulties, and -- and that would be this -- and

you are a single seller, okay, and your particul ar
situation, being the federal governnent and the way this
proj ect has evolved, and the way all Bureau projects
have evolved, is different than other water projects,
the way in which it was set up -- in fact, the
partnership that the Bureau has with those contractors
when it originally was established and set up creates a
different relationship, really not quite arms | ength.
Soit's -- it's dif -- al -- already you're different.
The ternms and conditions of your storage and your
exchange and your conveyance, all of those things are
different, okay? You're a federal agency, this is

a-- and this is to be expected.

When you go into negotiations it's a public
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16
process, that's very different than a sort of -- a
private entity who's got a reservoir or a | ake,
what ever, and they're making a deal with other parties
(indicating). So it inmmediately puts you in sort of
a-- a-- adfferent circunstance.

So | guess ny -- the point I would like to
make is that this is a very difficult thing that you're
undertaking to -- to -- to go after this market-based
price. It's a-- it's a laudable goal, | -- there are
certain national initiatives which suggest this, nuch
nore difficult to do in practice and, in fact, it's sort
of fraught with -- with a nunber of difficulties.

So given that what can you do? M thought
and suggestion at |east for you to consider is to create
sort of a -- what | would call a market simulation. 1In
that what you would do is you would | ook at the
particular -- the -- the asset that you're trying to
price and come up with a price, and you woul d define as
carefully as you can what its functions are, what it
does, the location, the volune of water that you're
tal king about, how it actually works, what are those
attributes that would be valuable to sell to a buyer --
excuse ne -- to a buyer, and those woul d be the things
that you begin to define.

And, then, once being clear about those --
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17
those attributes then what you would do is you woul d go
out and gather particul ar case studies or data points in
the local area -- it has been to be in the sane river
basin, you have very different valuations if you
don't -- go into that river basin and gather up as -- as
many conparabl es as you can

Now, this is fraught with a nunber of
difficulties because, as | said earlier, none of these
conpar abl es are exactly conparable, they' re different,
there's difference in carryover opportunities, there's
difference in storage and priority, and they'll be
different than -- than what the Bureau offers.

But define each one of those attributes --
those value attributes, gather up the information in
a-- in a area and, then, what you have to do -- which
is maybe the nost difficult part -- is an inparti al
adj ust nrent between the conparabl es that you have and
these -- and the Bureau of Reclanmation asset that you're
interested in selling.

So you nake adjustnents up or down to these
conpar abl es, gather enough of those and, then, begin to
| ook and see what -- what -- what price you' ve got.
Hopeful |y what you're going to be finding is sone sort
of central tendency in value of a price there, to -- to

repeat what |' m sayi ng.
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Now, this doesn't work in all instances and
it may not work in all of your instances going forward,
but I -- what -- what you're looking for is that you
have enough conparabl es and enough confidence in the
adjustnents and in the anal ogy of each conparable to the
particul ar asset that you're trying to value that it
hel ps you predict with sonme confidence what that next
transaction will be. 'Cause, then, if you have enough
conpar abl es and enough transactions that you can do that
then you can get at this sort of market-based price, but
you need to do that sort of test at the end. And that's
what you're | ooking for today, predictability of the
next transaction.

And those are ny conments. So do you have
any questions?

MR. MKE COLLINS: | guess | do, and thank
you for the input.

MR. ED HARVEY: Sure.

MR- M KE COLLINS: You nentioned that because
Recl amati on i s sonewhat unique, do you find any
commonal ties in what you just described to other water
providers within the state of Colorado? Is it a simlar
approach --

MR. ED HARVEY: Yeah.

MR. MKE COLLINS: -- you know, where is
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19
t he variance --

MR. ED HARVEY: The Bureau circunstance --
each Bureau project is different -- and -- and | have
been invol ved with San Juan, | have certainly been
i nvolved with the Col orado-Bi g Thonpson Proj ect,
projects over on the Wst Slope and other places in the
country, all of themare different, but in every
i nstance one of the -- there are -- there are a nunber
of commonalities.

One of the chief commonalities -- and | -- |
can't overenphasi ze this enough -- is that -- the
| ong-standing relationship that the Bureau has had with
its contractors and constituents. | nean, the -- its
enabling legislation and in the traditional history --
whi ch you know very well -- it was a partnership, how
can we make this work, how can we nmake these areas work
how can we put this together to the -- sort of the
maxi mrum benefit of everyone, thinking that econonc
benefit and devel opnent of farm ng and -- and ot her
devel opnent woul d be a good thing in the Western U. S.
So that relationship and the vestiges of that
relationship still exist today, and, so, that -- the
projects all share that, and, so, there's all that --
al ways that rel ationship which nmake it a frankly unique

ani nal .
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20
And it -- there's nothing wong with this,
that's great, | think it's -- | think you -- the Bureau
of Reclamation in its history has been one of great
success, so it's a testinony to all its people.
MR. M KE COLLINS: Thank you.
MR. ED HARVEY: Sure.

Lynette, no questions?

M5. LYNETTE SM TH:  No.

MR. ED HARVEY: Al right.

M5. DI ANE HOPPE: Thank you, Ed.

MR. ED HARVEY: Thank you.

M5. DI ANE HOPPE:  Yes.

MR. TERRY BOOK: |'m Terry Book with the
Puebl o Board of Water Works, and I -- | know this isn't
a question and answer, but I'll pose sonme questions.

It -- it would seemthat there's different

criteria that would be involved with a nmarket-based
approach and it's are you going to nmaxim ze the return
to the Bureau, dollars, or are you going to maxim ze the
benefit to the participants or the beneficiaries of the
project within the Sout heastern Col orado Water
Conservancy District? So it seens |like those don't
necessarily work out to be the sane thing. | -- | don't
know what the notivation for this is, is this driven

fromfederal legislation to naxim ze return to the
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Bureau or is it to maxim ze the beneficial use of the
projects? There definitely -- and I'll -- don't want to
repeat anything that's been said, but having a market
that the constituents within the Valley can take
advantage of is a different market than the highest
pri ce anybody within Col orado woul d pay, so we could be
in a position that those of us that have contracts
now -- and |I'Il use the Board of Water Wirks as an
exanple. W have a 25-year contract, so at the end of
that 25 years if the price is so high that for our |ocal
community we can't justify the price, we end up having
to seek alternatives that may not be best because we
have a facility already here, so, then, we have to go
purchase or enlarge or do sonmething else in another area
that creates another project in a different |ocation,
and if that price that we passed on nobody else is
willing to pay either that market-based price may in
itself be self-defeating.

You've set a market price and is that narket
price good forever or is this going to be a fluctuating
mar ket price kind of back to what SDS ended up with
where each tine is a different negotiation (indicating)?
So is this something that's intended to be a | ong-range
standard that will never change or is this sonething

that will adjust as the demand cones a |la a nmarket?
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If the market is soft this year then the
pri ce goes down and whonever cones in at this point gets
a 40-year contract that's a bargain and, then, next year
or 5 years fromnow they cone back in and the next
person the nmarket's pretty firm so, then, they pay --
SO0 you go back to this each negotiation is going to
fl uctuate.

And, again, particularly the snmaller and
smaller entities -- Colorado Springs -- David made the
reference to Col orado Springs could probably pay what
was asked -- but the higher and higher that price gets,
the smaller and snmaller entity or the communities that
are less affluent, Pueblo being one of those. If you
| ook at the ability of our denographics and what we're
able to pay versus others and, then, you nove down the
Val l ey, others are in worse shape than we are, so a
mar ket price that they could afford is totally different
than the highest price the market woul d bear.

So it seens |ike the beneficiaries of the
project should be taken into consideration in this, and
t hey shoul d get sonme opportunity to participate in a
facility that over the long-termthey will have paid
for.

So thank you.

MR. M KE COLLINS: Ckay.
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MS. DI ANE HOPPE: Yes, Al an.

MR ALAN WARD: Al an Ward with the Bessener
Irrigating Ditch Conpany. Kind of to -- to play on that
sanme thing, there's historically been a very different
mar ket for agriculture use versus nunicipal use, and,
again, if you went for the nmaxi mum dollar val ue that you
could get you're going to price out nany of the ditch
conpani es, they sinply won't be able to afford, to
acqui re excess-capacity space in Puebl o anynore.

MR. M KE COLLINS: Ckay.

MS. DI ANE HOPPE: Yes, \Wayne.

MR. WAYNE VANDERSCHUERE: Wayne Vander schuere
of Fountain Valley Authority.

A question, if -- if you're inclined to
answer, is this ainitiative by the Bureau that's unique
to the Arkansas or is this a Wstern or national
initiative, kind of -- is there sort of a boundary on
this at all?

MR MKE COLLINS: W're -- Wayne, we're
| ooking at the Fry-Ark as a pilot --

MR. VWAYNE VANDERSCHUERE:  Uh- huh.

MR. MKE COLLINS: -- and we're going to be
| ooking at this to try and establish criteria, and
certainly your feedback is a key component into that

devel opnent. It will be, as next steps go -- and maybe
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that's a good opportunity to talk about -- we're going
to be | ooking at tenporary Directive and Standard
associated with this, and, then, we will go with --

Recl amati on-wi de we'll go ahead and run that tenporary
Directive and Standard once it's devel oped probably for
about a year and see, you know, what are the flaws, is
there a way to tune it up sone and, then, it will be put
in as a Directive and Standard for --

THE COURT REPORTER: A Directive and Standard
for what?

MR. MKE COLLINS: Reclamation, sorry.

THE COURT REPORTER: Thank you.

MR WAYNE VANDERSCHUERE: M ke, for those
that are not famliar with that |ingo, can you help us
w th what that neans?

MR MKE COLLINS: CQur Directive and Standard
provi des us our operating guidelines.

MR. VWAYNE VANDERSCHUERE: Ckay.

MR MKE COLLINS: So it will go
Recl amati on-wi de as -- as that.

So we're looking at this as a pilot, and we
want to see if there's a way that we can get your input,
we can put this into that tenporary.

There will be opportunities, obviously, for

i nvol venent fromyou all in that process, this isn't the
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only opportunity, and we'll see what -- what we can nake
wor K.

MR. VWAYNE VANDERSCHUERE: (Nods head.)

M5. DI ANE HOPPE: Yes. Gerry?

MR GERRY KNAPP: Gerry Knapp, Aurora Water
Just -- a lot of ny cooments are going to be very
simlar to the Col orado Springs perspective.

THE COURT REPORTER: Can you get the
m crophone, pl ease?

M5. DI ANE HOPPE: Yeah.

MR. GERRY KNAPP: (Conplied.)

But just -- just to give a little bit of
background, Aurora, of course, is out of the District
and, therefore, has a different pricing structure
than -- than others in the room W had operated under
annual if-and-when contracts for storage in Pueblo
Reservoir since 1986, so we have a long history of that,
but, then, a few years ago we sought to enter into a
| ong-term contract for if-and-when storage.

And it -- | think it's worth noting that we
started the NEPA process that we thought would be fairly

sinple, it would be an EA, it would be for continuation

of things we had -- had been doing, that process took
over four years and -- and cost nore than $2 million for
that -- for that NEPA conpliance, and -- and that was
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just a sinple EA

My comment here, and probably the biggest
insight that | would offer into this, is that, you know,
we went four years through that process and, then, began
the contracting process, and it's -- and at that point
as we started the contract process we really didn't have
any i dea where we would end up, and it seens that it's
the wong way to do business to have to go through the
NEPA process first and, then, start the contract
negoti ati ons w thout having any idea what the -- the
nmet hodol ogy for devel oping that price is going to be.

W investigated several types of
nmet hodol ogi es, Ed Harvey -- who's al so worked with
Col orado Springs -- he worked with us, and -- and we
worked a lot with Lynette and the fol ks up there.

| guess | would ask that sonehow you figure
out a way to develop a very transparent nethodol ogy for
determining what that price is, | think it's only fair
for an entity to know upfront what it is they're asking
for, because in reality we didn't know until the end of
the contract negotiations what those costs were going to
be.

M5. DI ANE HOPPE: Do you want to hand that
over to Ted, please?

(M. GCerry Knapp handed the m crophone to M.
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Ted Kowal ski .)

M5. DI ANE HOPPE: Ted.

MR TED KOMLSKI: Sure. Ted Kowal ski, the
Col orado Water Conservation Board.

Do you have a docunent or do you intend to
have a docunent to -- for folks to consider becomng --
| understand you're collecting perspectives on
devel oping criteria, but certainly it's a |ot easier
to -- or at least it's -- can be helpful to have an
under st andi ng of where the Bureau's com ng from before
to -- before we would submt witten comments, because a
lot will depend on where you're headed in ternms of where
we m ght want to weigh in, saying, oh, yeah, that's not
the right way to go, or -- or this is the better way to
go.

MR. MKE COLLINS: At this point there is no
docunent, we're just -- we're gathering up perspectives
to get this process started, so we're unsure, you know,
if -- if we want to gather up before we create the Draft
E&S and sort of walk through in a technical session with
fol ks, make sure that we heard the assunptions
correctly, that we understood where we're getting
feedback and, then, you al so have the opportunity to
hear fromus as to where we're -- we're heading off to,

we're glad to do that.
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So at this point I -- you know, like | said,
we're just kicking this off, and .

MR TED KOMLSKI: | -- | think that woul d be
very helpful to -- to include input, not just today --

MR. M KE COLLINS: Yeah.

MR. TED KOMLSKI: -- here, where there's a
bl ank pi ece of paper up on the screen, if you will, but
rather as you're developing it | think additional
gui dance or input fromall interested stakehol ders would
be appropri ate.

MR. MKE COLLINS: Gkay, we can do that.

MS. DI ANE HOPPE: M. Broderi ck.

MR. JI M BRODERI CK:  Well, thank you very

much, and I would |like to echo everyone -- Jim

Broderi ck, Southeastern -- | would like to echo the
conmments that have nmade -- been nade so far 'cause
think that each of their concerns are -- are -- are

i nportant and are critical in determining the price
structure.

| had the pleasure of -- back in Novenber
30th, to present a white paper on this very topic to the
Comm ssion. The Comm ssioner requested that we put
toget her a white paper on Novenber 16th, we did so,
handed t hat docunent to the Comm ssioner on the 16th and

forwarded it to you, Mke, on Novenber 24th -- doing
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this strictly for the record just so that everybody
under st ands what we're doing here --

MR MKE COLLINS: Ckay.

MR JI M BRODERI CK: -- and that docunent
i ncluded a white paper tal king about these very issues
and the possible formation of a -- an outline to start
to tal k about.

It also included attachnments, one having to
do with what's attached to our contract as rates for the
year from 1999 till 2031 -- just so happens to be our
contract length associated with that -- and it breaks
down the fornmula for determ ning what the costs are.

"1l conme back to that discussion on the
contract obligation and what pricing is based on
conments that have been nmade that the Bureau wi |l honor
their contracts. W believe that this is -- we do have
a contract in place and it's based on the cost of
service, when | get into the talking points we'll get
there, but the -- that's Attachnent A

Attachnent Bis -- | amvery happy to have
M. Harvey here -- M. Harvey's attachnent fromthe
Aurora discussion, so -- to give the Conm ssioner and
senior staff an understanding of what went into the
begi nni ng portions of a market study, and recogni zi ng

there are other portions that need to be conpleted
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t hrough that process -- so we will make this avail abl e
and turn this in for the record so you have t hat
information (indicating). So that's the first item

The second item as we tal k about a market
price and the ability to -- to |ook at costs -- I'Il --
if you give ne a few nonents | would |ike to go back
and -- alittle bit in-- intinme with regards to what
the costs have been. | go back to the docunent that we
mention in our contract, established rate was set at
$18.72 for agriculture, inside District boundaries the
dol | ar anmount was twenty-four ten, outside District
boundaries was forty-three forty-six, then we have the
contracts that Gerry was tal king about with Aurora at a
negotiated rate of forty-three seventy-six, and, then,
we have -- the Board of Water Wbrks contract was put in
at $17.35. They're all the sane values for a acre of
wat er .

However, earlier this year, in our March

board nmeeting, March 11th, we had the pl easure of having

M ke there -- and -- and we al ways enjoy having you
there, Mke -- in this case Mke said to the board that
in 2012 the rates will nove $2, and he al so said and --

and, by the way, 2013 they'l|l probably nove $2 as well.
So when we | ook at that and you | ook at those

pri ce changes the question that conmes to us is how do
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you determ ne that, what does that |ook |ike, what went
into determ ning those costs -- nuch Iike you would do a
rate analysis -- what -- what part are the portions of
this, why is -- are those the going rates.

If you look at the rate for agriculture in --
from 2011 to 2012 that $2 increase is a 9.98 percent
increase to agriculture, if you |look at the nunicipal
charge of $2 it's a 7.75 percent. So when we tal k about
knowi ng what's in the box, how you cal cul ate those are
i nportant fromthe discussion that David tal ked about,
and that's fromthe equity perspective, and -- and, so,
who can afford, how do you make the determ nation for
costs are a very inportant piece.

But if you do go into the 2013 scenario and
you add anot her $2 that adds anot her nine oh seven
percent on top of the costs for agriculture, and for
muni ci pal, under the industry quotes, it cones out as
7.2 percent.

So basically what we've done is just added 20
percent to the cost of agricultural water in a two --

t wo-year period w thout any understandi ng of how, why,
what for. That goes to about 15 percent for you and I
in the District.

You know, that's one of the reasons we went

and tal ked to the Conmi ssi oner about the i ssue of how do
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you determ ne rates.

And traditionally you' ve heard from peopl e
that -- they talk about the ability to have a
cost-of-service analysis, a perspective. W believe
that -- fromour perspective, given other regions within
the Reclamation world nost recent had the ability to
conplete their contract before these dial ogues went into
place -- so |I'll reiterate that -- as | did with the
Conmi ssioner, and reiterate that here -- that we believe
that at a bare mninum as long as the contract is in
pl ace and those costs are based on cost of service, that
it should be as long as the contract's in place.

Now that's for the background, | amgoing to
do the tal king points that wal ks you through.

Sout heastern believes that the nost effective
use of storage will encourage growth and effective use
of water resources. Southeastern has devel oped 10
points to hel p us guide ourselves through these
di scussions and contracts on prior project water and
East Sl ope storage.

The first of those are naking sure that we
have a | evel playing field. As you heard fromthe
exanpl es of the cost price we surely do not have a | eve
playing field, some had it at a different value than

others. Qur concern specifically has to do with inside
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the District, nmake sure that those District values are
the same within the area of the District boundari es,
that all customers receiving the sane rate nust receive
a conparabl e service and nust be able to pay for that
conpar abl e cost of service.

The second point is cost of service and a
cost of recovery question, that all rates nust be
used -- use a cost-of-service recovery systemduring the
lifetime of the repaynent of the contract, but to ensure
that we don't gather or bring nore dollars in than the
cost of the original product.

The third itemthat | think is of inportance
for all of the basin is the financial inpacts. The
charges nust recover a fair share, we recognize that, of
the previous conmtted capital expenditures on the sane
basis as the custoners that are receiving the conparable
rate service. Wat we're wanting to nake sure of,
however, is that the increased costs or the financial
harm if you will -- as used in the economcs terns --
do not cone at the expense of Southeastern's nei ghbors.

The fourth place that we are -- want to be
concerned about is the previous capital conmtnments. As
we heard this norning, and as we've tal ked about, debt.
Sout heastern's repaynent contract in paragraph 11-Mties

the Fry-Ark excess-capacity storage contract rates to

MEDI NA COURT REPORTI NG
27761 County Farm Rd., Pueblo, CO 81006
(719) 948-4763 * (800) 456-0571




© 00 N o o B~ w N P

N NN N NN R R R R R R R R R
O N W N B O © O N o 00 »h W N L O

34
its obligated repaynent of the Fry-Ark el enents -- you
notice that I will refer to themas "el enents” as
opposed to singular himand | and they in recital Hin
our contract -- to ensure that we are able to retire the
debt associated with that.

The fifth itemthat we think you should pay
attention to is the recognition of non-project water
benefits. Arrangenents through spill priority within
the Fry-Ark storage systemhas and will ensure
neasur abl e benefits to Sout heastern's systemon a
case-by-case basis. |If that's where you' re | ooking for
a case-by-case discussion, it's already in the spil
priorities.

The issue there, Mke, as you are well aware
of -- the nunbers are on the table -- is that's a harder
thing to get our hands around, but that has al so been
presented to Reclamation and we're still awaiting sone
responses in regards to how we would nodel that. The
good news there is that Southeastern is the one that's
nodel ing that right now, and the Bureau is waiting for
us to get the nodel to themthis tine.

But there is sone -- a -- froma regiona
econoni ¢ perspective a very good standard to start to
| ook at.

The -- the sixth itemis the storage
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conveyance capacity, and when you tal k about that we are
tal ki ng about the use of the Fry-Ark systemfor storage
and conveyance mnmust not result in a reduction in the
ability to nmeet the service demands. The ori gi nal
pur pose of -- of Reclanation projects was to provide a
service for those entities that you list as
beneficiaries, and, so, we -- we should not, we must not
limt that ability at this point in tinme based on market
cost. It's beyond this, it packs(phon) us to storage
and conveyance shoul d be able to be reasonably wi thheld
within the District to allow those entities the ability
to use the project as it was intended to be built.

Seventh itemis reliability. The use of the
Fry-Ark system for storage and conveyance of water
supplies must not result in the reduction of the
liability of Southeastern's assets and that of the
Fry-Ark Project.

The eighth item Any tinme we |ook at the
ability -- the cost of -- of service we always talk
about the issue of what is the water quality. So the
storage and conveyance nust not result in adverse water
quality inpacts to the District, the mtigation measures
shoul d be consi dered whenever possible and feasible with
regard to those neasures of water quality.

The ninth itemhas to do with resource
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managenent, and that has to do with the policies and
arrangenents that nust be made consistent with the
comm t ments made by Sout heastern and its contract and
its partner.

M. Harvey made it very clear when you have a
uni que rel ationship -- whether we want it or not, that a
partnershi p has been devel oped over the 50-plus years,
it's not based on your and ny relationships, it's based
on Sout heastern's and the Bureau's relationships, and I
sonetimes worry how i ndividual opinions mght get in the
way of |ong-term concerns of Southeastern and the
Bureau. So we believe that we nust be very diligent
with regards to those -- those neasures that we talk
about, policies, and how they are put in.

W al so want to ensure that the water
managenent program such as re-use -- re-use and
conservation we have used we are still allowed to do so.

The last itemon the 10 points that we're
concerned about has to do with the storage and
conveyance prep. Southeastern and its District should
be given priority for storage and conveyance, and
arrangenents for nenbers before arrangenents of
nonmenbers in the event that both either the system--
or both trying to use the sane systemat the sane tine.

So | believe that the spill priority starts to address
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that issue, and that brings us back to an issue of
understanding spill priority.

Sout heastern's had the opportunity to review
and make comments of the established full rates in 1999
as referenced in Attachnent A that we would submt, but
we have not had that in the devel opnent of |ong-term
wat er storage and conveyance rates. And by that | mean
traditionally when you have a | ong-term pi ece you have
negoti ati ons goi ng on between the Bureau and a third
party, and Sout heastern has the opportunity to be in the
audi ence and has the opportunity to be heard, but
doesn't necessarily feel as though it's a partner in the
deci si on- nmaki ng.

"Il go back to discussions that M. Harvey
tal ked about and the issues of managi ng for excellence
that tal ks about being clear, transparent, open,
flexibility, collaboration and working together at -- as
partners, | believe that's why the Comm ssioner asked us
to wite the first white paper on the issue.

Whien we | ook at the first rate of storage and
conveyance and we | ook at the price for those years --
["l1l just make reference to the first rate and the
second rate, the third rate and the fourth rate as those
rates | mentioned before -- but historically it has been

cal cul ated by the Reclamation on an acre-foot
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contri buted anmount agai nst the debt paynent. Let ne say
that again because |I think that's inportant.

Hi storically it's been cal cul ated on the anount agai nst
t he debt paynment or a cost of service, not through a
mar ket rate, and as long as there is debt service to be
pai d we are questioning why a market rate woul d be
brought in. W don't necessarily disagree with the

mar ket rate, but as |long as we have a contract in place
we believe you're just as obligated to neet that
contract for us as you are with any negoti ated contract
you have with ot her people.

I won't speak for M. Harvey because it's
nice to have himas a partner and | hope to have
di scussions with himin the future, I will just make
reference to the Attachnent A and the aforenmenti oned
docunent that was sent to the Conmi ssioner as -- to be a
very useful tool that could lay out the structure for a
mar ket anal ysis to start the dialogue fromeither the
whi t e paper or that piece.

I n concl usion, we believe that Southeastern's
repaynent contract is scheduled to be conpletely paid --
or repaid by 2031, that is the time period that we are
to nmeet the 50-year tinme period to pay the debt.

Sout heastern's insistent that the in-District

contract rate from 1999 should be until 2031, and should
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be used to determne the price rate for the four rates
presented above and in Attachnent B. The rate nmechani sm
shoul d not -- should not be the only nmechanismcurrently
utilized for excess capacities until 2031.

Mke, I"'m-- I'"mvery happy that we're having
the discussions, | amvery pleased that the
Comm ssioner, M. Ryan, yourself and staff, have started
the process of having the dialogue, we believe it wll
take everyone sitting at the table and nore; and we
recomend techni cal sessions, we reconmrend a -- a ful
under st andi ng of the systens and what we're trying to
acconplish, but we also want to make sure that our
partnership isn't jeopardized by short-termviews and
|l osing the long-termgains the Fry-Ark and the Bureau of

Recl amati on's had over the years.

Wth that I will end unless you have any
questi ons.

MR. MKE COLLINS: | don't have any.

M5. DI ANE HOPPE: Do you have any questions?

MR. M KE COLLINS: No.

M5. DI ANE HOPPE: (kay.

Wayne, did you have sonet hi ng?
MR. WAYNE VANDERSCHUERE: Yes. \Wyne
Vander schuere. And | am going to change hats on you,

M ke, and I amgoing to put on ny hat as a governor's
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appoi ntee to the Interbasin Conpact Conm ssion, |BCC,
and it works in cooperation with the CACB on the state
wat er issues, and | just wanted to kind of elevate the
di scussi on and kind of reinforce what M. Broderick had
to say about need.

There's a | ong and successful partnership
with the Bureau of Reclamation and the projects in -- in
Col orado, which agriculture, the cities, recreation and
the environnment have all benefited mghtily from-- from
that partnership, and there's nore work yet to be done
on that front, and |I'm concerned, as | think about this,
that the -- as we go forth, that the need for equitable
treatment -- the need not be burdensone, particularly in
these difficult economc tines, and economic tines
probably in the next several years to cone. So as we Qo

through this pilot project to | ook at that we don't --

we want to put in place a -- |look at Col orado or the
Fryi ngpan Project as -- as the pilot as a profit center
for the Bureau, and we don't want to go there, | think

we want to stay in a place where there's that equitable
rel ati onship, that partnership to work on together the

i ssues around Col orado's water future for all beneficial
partners to all the econom c sectors in Col orado, and I
think that's an inperative criteria that you need to

consi der as you go forward in these |istening sessions.
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Thank you.

M5. DI ANE HOPPE: Thank you, Wayne.

Il would Iike to rem nd everyone there are
sone gl asses of water there and nice, cold, ice water
right over there, so please help yourself (indicating).

And are there any ot her comrents sonebody
wants? Yes.

MR JACK JOHNSTON: Jack Johnston, Pueblo
Vst .

M5. DI ANE HOPPE: Ckay.

MR, JACK JOHNSTON: | guess | will wait for
the m crophone.

(M. Wayne Vander schuere handed the
m crophone to M. Jack Johnston.)

MR JACK JOHNSTON: Jack Johnston, Pueblo
West. First of all, it's nice to be hosting you out in
Puebl o West today. | think you are here on a -- on a
very inportant topic to everybody here as
representatives of those communities or residents or
ot herwi se that could be affected.

Wsh | could, you know, add sone nore
i nsightful conmments to this, but I think they have been
expressed extrenmely well.

I will reiterate what was nentioned by the

Board of Water Wbrks, one of our partners in the
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community, and Bessener Ditch and ot herw se,
Sout heastern | think hit on sone very key points that we
woul d reiterate as well in terns of |ong-termfinancial
viability in a market-base -- a narket-based structure.
Those who know nme know I spent a lot of time in the
private sector, | believe in that proposition, and I
believe that there's a place for that within the public
sector but not in all places, and | don't believe this
is the place for that right now.

I think the cost of service has -- despite
maybe some contractual inequities, has been a baseline
to which there could be equity and maybe sone of the
other -- sone of the other contractual limts could be
chewed up to achieve that, but | believe that -- that
I -- | have the sane concern as expressed in terns of
where will the val ue proposition be nost naxim zed, and

I woul d hope that based on the m ssion and the purpose,

fromwhat | have understood, that -- to be the terns of
the precious resource of water -- that it's going to be
maxi m zed -- that -- that value proposition is going to

be maxi m zed downward to those end recipients and that
the burden of this, which I could see -- potenti al
burdens of this not trickle down through us and back
down to the residents who will ultimately either be

hanstrung with higher rates or -- or some kind of a
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pass-through, or to the comments nade over here, their
communi ties being hanstrung in ternms of |ong-term
econoni ¢ devel opnent and viability as well, which I
think this could potentially be sonme kind of -- of
hi nderance to that (indicating).

So thank you very nuch for the opportunity
today to express that, and we are, once again, glad to
have hosted you. Thank you.

M5. DI ANE HOPPE: Thank you, Jack.

Anyone el se?

MR. SETH CLAYTON: | mght just make one
qui ck coment, and | --

THE COURT REPORTER  Your -- your nane?

MR. SETH CLAYTON: Seth Clayton with the
Puebl o Board of Water Works.

THE COURT REPORTER:  Ckay.

MR SETH CLAYTON: | think -- | think ny

voice is probably |Ioud enough I don't need a m crophone,

but, you know -- not -- don't want to sound |like a
broken record, 'cause | -- | agree with everybody
that -- that's spoken here, but one thing I would

encourage you guys to think about and | ook at as
you're -- you're going through this process is the fact
that, you know, as | see it the entire reason that the

federal government got involved in these types of
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projects is that it gives the ability to spread that
cost over a larger population. | -- if the Board of
Wat er Wor ks goes out, does a project, we only have
40, 000 custoners to spread that cost over, you know, the
federal governnment does that it's over a |arger area,
and, so, what happens thenis if -- if you nove to a
nore mar ket - based approach then you' re concentrating
that cost on one area, which is the current concern that
we all ultimtely have, and, you know -- and as M.
Harvey spoke about and -- and illustrated, you're --
you're in a difficult situation, you know, in -- in
order to create that market. There are so many -- so
many hurdles to that creation of a nmarket rate for you
and it's going to be difficult.

M5. DI ANE HOPPE: Thank you.

Anyone el se?

VR, DAVI D ROBBI NS:

M5. DI ANE HOPPE: Davi d.

MR. DAVID ROBBINS: May | nake a -- one
addi ti onal comment ?

M5. DI ANE HOPPE: Certainly.

MR DAVI D ROBBINS: David Robbins for
Col orado Springs Uilities. The -- the one -- | have
heard sonme different things here today -- is | see the

way the Bureau has done business up until now you have
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sought to define cost of service, recovering the cost of
service, you have sought to be true to sone
congressional directives having to do with ability to
pay, and | respect that and | understand that that's how
busi ness has been done, and that you are now | ooki ng, as
an agency, at changing the way you do business, and | --
| think -- as you know, ny big deal is that | don't want
you to tal k about market-based rates unless you are
going to use a market-based net hodol ogy. Now, that
all -- that neans, though, that then you nove away from
sort of recovering cost of service and ability to pay,
because you deci de what your conmmodity is and, then,

t hrough a market analysis you decide what it's worth,
and, then, everybody pays for it at that rate.

As you go through this process | hope you
will keep those concepts in mnd so that we don't find
oursel ves using the term market-based approach to all ow
you to charge whatever you want depending on who it is
that's seeking to buy services fromyou. | think that
woul d be the nost destructive, it would -- in -- in
ot her words, to say, oh, we're using a market-based
rate, but we think Colorado Springs can afford to pay,
ignoring the fact that probably there are several
hundred thousand nore people with no ability to pay in

Col orado Springs than there are in all of Pueblo County
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just because of the nunbers of people and for no other
reason, and, so, | don't want there to be an assunp --
you to be nmmking assunptions -- or | urge you not to --
to sort of say that this community is automatically in
this condition and the other community in a different
condition, so we can charge different nunbers.

You need -- if you're going to go to a
mar ket - based approach you need to -- to do that, and --
and set up how you're going to go about doing it and go
fromthere, or if we're going to stay with the way --
generally the way you have done busi ness we shoul d
identify how that's going to be done, but it would be --
it's -- it's a danger -- | believe | -- you -- you have
heard this speech before and you're always so polite in
listening to nme -- but it's a danger to the -- the
general comrunity to be in the social engineering
busi ness and deci ding ad hoc who's going to do what and

who's going to pay what.

So, you know, I -- | would like -- echo Jinms
comments, thanking you for doing this, I -- 1 think it's
a -- asignificant benefit to the process |ong haul, but

| want to enphasize the transparency conments that CGerry
made and the need to kind of define what the rules are
and, then, apply them as you go down the road.

We'll be fine I think, the whole community --
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speaki ng of the whol e Sout heast District conmunity, plus
outsi de contractors -- if everybody knows going in what
the rules are going to be, how they were devel oped, so
that they can | ook at the rules and say, okay, |'m going
to go try to nake a deal with M. Collins and here's
kind of what | have to confront as | do that, and that
will help.

MR. MKE COLLINS: (Nods head.)

MR. DAVI D ROBBINS: Thank you.

M5. DI ANE HOPPE: Thank you.

Lee Ml ler.

MR. LEE MLLER W nane is Lee MIler. Just
to -- M. Robbins' comments nade ne think of one thing
as | was getting ready to | ook at these questi ons about
mar ket - based rates --

(Ms. Lynette Smith handed the m crophone to
M. Lee Mller.)

MR. LEE MLLER -- that -- one of the things
that | was -- that | saw when -- when the SDS NEPA
docunment was done that | thought was kind of striking
was there was a separate soci oeconom cs effects anal ysis
t hat was done there that described the affected
envi ronnent, provided the basis for discussion of
soci oeconom cs and environnental justice fromthe

different rate structures.
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| think that this is a necessary part of
changi ng the system where you go froma cost-of-service

to a market-based rate because basically one of the

things -- and this is -- you know, was the point that
Mayor Rivera nmade in his letter -- is we're talking
about parts of the state where -- parts of the

Sout heastern District are parts of the state where sone
of the | owest economic job -- jobs and -- and -- | am
losing -- the -- the ec -- the economics in these areas
is incredibly low very poverty-level type positions,
and, then, we're going to basically cone in and say,
well, it's not about the people -- which was not a
partnership Ed Harvey describes, not the way that the
Bureau of Recl anation prograns have been set up, a
hundred sixty acres of land, you know, in the entire
history of the program-- if we're going to -- we're
going to change that conpletely then | think the -- the
Bureau -- it be -- it behooves the Bureau to do the sane
ki nd of soci oeconom ¢ and environnental justice anal yses
that they woul d put through anyone el se comng into the
process through -- before you make that choi ce and nake
t hat change, and urge you to -- to do that kind of

anal ysis before you inplenent a market-based rate
change.

Thank you.
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MS. DI ANE HOPPE: Yes, \Wayne.

MR. DAVID ROBBINS: You forgot the nule to go
with the one sixty, M. Collins.

MR. MKE COLLINS: | got one out back.

MS. DI ANE HOPPE: M. Vanderschuere.

MR, WAYNE VANDERSCHUERE: \Wayne
Vander schuere, |I'll scoot back (indicating).

Go back to Fountain Valley Authority Vice
President again and talk to the -- M. Robbins rem nds
me that several of the nenbers of the Fountain Valley
Aut hority, in addition to Col orado Springs proper, are
| ower -i nconme individuals who basically work on a
cost-of-service basis, those conmunities provide water
to that | ower income, and particularly to our soldiers
and famlies who are in the Service and probably
overseas and -- and little afford to pay a unequitable
price or nmarket-based price, and rely heavily on
Fountain Valley Authority and their contracts with the
Bureau for that water supply for those smal
communities, and | think that's an inportant
consideration to take into the fact. So there is a --
sonme real inportant issues, as M. Robbins and M.
MIller pointed out, when you consider that.

MR. M KE COLLINS: Ckay.

M5. DI ANE HOPPE: Thank you, Wayne. All
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right.

We have a couple of nenbers in -- in the
audi ence, would you pull a chair up and join us, and if
you woul d pl ease state your nane for the record that
woul d be hel pful.

MR TERRY SCANGA: | am Terry Scanga, | am
t he Manager for the Upper Water Conservancy District,
and | would like to echo what these fol ks have been
sayi ng, especially M. Broderick and M. Mller.

In the Upper Basin we've got the communities
of Buena Vista, Salida, Poncha Springs, we have a
District itself that uses excessive-capacity contract.
Canon City and Florence, Penrose Water Districts are
also in that.

You know, representing all of those folks in
the Upper Basin, |I think I would echo everything that's
been said around this table here, especially the
Sout heastern District, M. Broderick's coments, this --
this reservoir is very inportant to us, the project, and
that -- that storage is extrenely inportant to these
communities, and to go to a market-based cost that
woul d -- could be prohibitive for these communities to
store sone of their excess water would be really
debilitating for them | would |like you to take that

i nto consi derati on.
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Thank you.
MR. M KE COLLINS: Ckay.
M5. DI ANE HOPPE: Anyt hing el se?
(No response.)
M5. DI ANE HOPPE: You can .
MR MKE COLLINS: You can set it down.
M5. DI ANE HOPPE: You can set it down, Terry.

Thank you.

M ke, do you have any other comments then
or

MR. MKE COLLINS: Well, you know, | want to
reiterate ny appreciation of -- like |I said, we're at
the beginning of this process, | really, really
appreci ate your views, what | have heard today. | would

suggest that we take a | ook at a group of fol ks that we
can get together that can tal k turkey about econom cs
and sone criteria and specificity, and take into

consi derati on what we have heard today, and we put
toget her that technical group, and | woul d, you know,
certainly look forward to hearing your recomrendations
on sone timng for that, discussion and, also,
attendance. So if you would, as you think about it,
give ne a call, drop ne an e-nmail, something, so | can
start working on the logistics for the neeting for a

t echni cal di scussi on.
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| think we're nore nobile the smaller we are
if it gets to be a group of 30 or so it starts to get
harder to find a date that works for everybody.

So I would certainly |ook forward to hearing
fromyou all on -- on that.

W will take into consideration what we have
heard today, we will take into consideration what we
hear during the technical discussion we will go ahead
and engage in as we work through this process probably
several nore tinmes as we get through a draft Directive
and Standard, and as we work our on way beyond that. So

| heard what you said today, thank you for that.

W will nake the transcript available to all,
and we'll -- 1 -- 1 guess what | would ask, if we could
just put a date on -- nmaybe within the next week to 10
days -- if that's workable for everybody -- to sort of

give ne what you're thinking as far as participation and

potential tinme franmes that you woul d be avail abl e.

The -- the formal, public-type coment
period, we'll -- we'll take those up until the end of
Septenber -- |I'mokay with having sone technical
di scussions on it -- | just got to drop the curtain on

comments to the public at a certain point (indicating).
So it would be great to have technical

di scussions, and | woul d suggest potentially sone tine
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mdto |late Septenber if that would work out. W can
adjust the -- the end of the -- or the closing of the
comment period, extend it if necessary, it was just a
first cut of what do we think would be reasonabl e, okay,
that's not a hard and fast date.

So with that I would thank you for your
partici pation.

MR. JI M BRODERICK: Sone clarity --

M5. DI ANE HOPPE: Jim

MR. JI M BRODERI CK: -- questions if possible.
| understand your tinme period that you' re | ooking for
i nput and studies, I'minterested in when do you believe
the tenporary standard will be in place and -- when are
you shooting for a tenporary standard is ny first
questi on.

MR MKE COLLINS: | don't have a date
specific, Jim | would |like -- Reclamation would like to
nove toward that tenporary standard expeditiously. |
don't -- | don't have a fixed date.

MR JIMBRODERICK: And if -- if, indeed, the
tenporary standard is going to be the pilot for
Recl amati on west-w de, when is the west(sic) -- west --
the rest of the Western Resource people able to be heard
and be nade part of the process?

MR. MKE COLLINS: The westen(sic) -- now
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you' ve got nme doing it.

MR. JI M BRODERI CK:  You thought it was easy,
didn't you?

MS. DI ANE HOPPE: Record that.

MR MKE COLLINS: | believe -- as the fol ks
in our office of Policy knowthis is off the hip here --
but the -- once we have the -- a tenporary Directive and
Standard we | ook to that to be a one-year tenporary, and
that during that period of time is when it would be
exposed west-w de, and coll ect comments and public
i nvol venent, those types of things during that one-year
peri od.

MR. JI M BRODERI CK:  Assuming a nod from --
the Policy group is okay with that, the question -- the
third question would -- would be, as -- as you're well
aware there's many national organizations that fall in
that category and their annual conferences are
traditionally in late fall or early winter --

MR. M KE COLLINS: Unh-huh.

MR. JIMBRODERICK: -- to get information out
to themin viewof all -- at the summary WRA neeting in
Col orado Springs 10 days ago the Federal Affairs
Commttee was nade aware this would be a pilot in the
Fry-Ark system --

THE COURT REPORTER: Be a what?
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MR JIMBRODERICK: A -- a pilot in the
Fry-Ark system
["'m-- |I"mnot sure anybody knew what t hat
nmeant, and |I'm not sure we do, but ny concern is that
t he nunber of people that are represented and the

different beneficiaries associated with that have

di fferent perspectives -- those of power have a
di fferent perspective than agriculture -- as you -- as
you | ook at those I'mvery -- | want to make sure that

we have the ability to get that input in, because what
m ght work for the Fry-Ark system m ght not work for
others, but we're creating a -- a Bureau standard --

MR MKE COLLINS: Oh, | understand.

MR JIMBRODERICK: -- and, so, | sonetines
worry when you try to cookie cut sonething for the whole
Western United States.

MR MKE COLLINS: | -- and | appreciate that
perspective, Jim | -- I'mnore concerned at this point
of getting it right than getting it quick.

MR. JI M BRODERI CK:  Thank you, that's what |
wanted to hear.

M5. DI ANE HOPPE: \Wayne?

MR, WAYNE VANDERSCHUERE: \Wayne
Vander schuere, Fountain Valley Authority.

M ke, is there a parallel process going on on
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t he public power side?

MR. M KE COLLINS: No.

MR WAYNE VANDERSCHUERE: Are you sure?

MR. M KE COLLINS: No.

MR. VWAYNE VANDERSCHUERE: Ckay. Just
checking. Well, there is.

MR MKE COLLINS: There -- there's --

MR. VWAYNE VANDERSCHUERE: | will share with
you.

MR. M KE COLLINS: Ckay.

MR. VWAYNE VANDERSCHUERE: And - -

MR MKE COLLINS: This -- there's no
relationship as far as |I'm concerned between this
process.

MR. WAYNE VANDERSCHUERE: There is no
rel ati onship, but there -- but there's a |arger
initiative by the Bureau, so for some conmunities that
woul d receive CRSP power as part of their allegation
and - -

MR. M KE COLLINS: Ckay.

MR WAYNE VANDERSCHUERE: -- have -- involve
any water projects with the Bureau could be literally a
doubl e whamry in terns of achieving this market-based
rate, be it power or water.

MR MKE COLLINS: Ckay.
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MR. VWAYNE VANDERSCHUERE: Just -- just
t hought I would throw that out on the table.

MR. MKE COLLINS: Al right. Thank you.

M5. DI ANE HOPPE: Anything else to throw on
t he tabl e?

MR. JI M BRODERICK: And -- and | would say
the reason | brought up the different elenents in the
West was because of -- there are different el enents that
are hearing the different things com ng out of
Recl amati on (i ndicating).

MR. M KE COLLINS: Unh-huh.

MR JI M BRODERICK: Let nme do this for
regi onal Reclamation, not necessarily national
Recl amat i on.

MR. M KE COLLINS: Ckay.

M5. DI ANE HOPPE: One |ast tinme, anything
el se for the good of the order? O anything el se you
want to get out in the open?

(No response.)

M5. DI ANE HOPPE: M ke, anything el se?

MR. M KE COLLINS: No.

Agai n, thank you for your tine today, |
really appreciate it.

M5. DI ANE HOPPE: Yes, thank you all.

(The proceedi ngs were concluded at 4:25 p.m)
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CERTI FI CATE

STATE OF COLORADO )
) ss.
COUNTY OF PUEBLO )

I, Priscilla Naff Medina, a Professional Court
Reporter within and for the State of Col orado, do hereby
certify that said proceedi ngs were taken in shorthand by
nme at the tinme and place heretofore set forth, and was
reduced to typewitten formunder ny supervision,

That the foregoing is a true transcript of the
proceedi ngs had,

I N WTNESS WHERECF, | have hereunto set ny
hand this 17th day of August, 2011.

Priscilla Naff Medina
Pr of essi onal Reporter Court
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