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SEITLEMENT AGREEMENT

This Settlement Agreement (hereinafter “Agreement"), is entered into by and between the -
Municipal Subdistrict, Northern Colorado Water Conservancy District (“Subdistrict”) and
Raymond C, and Carol J. Petersen; Charles Eugene Petersen Trust; Penny Lynn Petersen Trust;
Shepardsbend Colorado, LLC; Martha Shepard Revocable Trust; Colorado River Cattle Ranch,
LLC; Riverside Ranch Company, LLLP; McElroy Ranch, LLC; Grand Colorado Ranch, LLC;
and Bruchez & Sons, LLC (individually and collectively referred to in this Agreement as
“Ranchers”). For purposes of this Agreement, the Subdistrict and the Ranchers may be collectively
referred to herein as the “Parties.”

The Parties enter into this Agreement in order to avoid future litigation relating to the
Systems and System Lands as defined in paragraph 1(b) and 1(c) below. In consideration of the
mutual promises, conditions, covenants, and agreements below, and other good and valuable
consideration, the receipt, adequacy, and sufficiency of which are hereby acknowledged and
confessed, the Parties hereby agree as follows:

L. Definitions.

(a) “1980 Agreement” refers to the “Agreement Concerning the Windy Gap Project and
the Azure Reservoir and Power Project” dated April 30, 1980 (attached as Exhibit
A).

(b) “Systems” are the physical infrastructure necessary to irrigate the lands historically
and/or presently irrigated by the following twelve pumps and/or diversion structures,
including replacements at the existing or an alternate location:

(1) Ennis Pump & Ditch System with a capacity of 8 cfs;
(2) Orr Pump No. 1 with a capacity of 4 cfs;

(3) Petersen Pump with a capacity of 1 ofs;'

(4) Orr Pump No. 2 with a capacity of 8 cfs;

(5) McElroy State Pump with a capacity of 8 cfs;

(6) Thompson No. 1 with a capacity of 13.84 cfs;

(7) TA Engle Ditch No. 1 with a capacity of 10 cfs;

(8) TA Engle Ditch No. 2 with a capacity of 2 cfs;

(9) TA Engle Ditch No. 4 (aka TA Engle Ditch No. 1 in District 50) with a
capacity of 4 cfs;

(10) McElroy Ditch No. | with a capacity of 12 efs;

(11) McElroy Ditch No. 2 with a capacity of 12 cfs; and
(12) Martin Pump No. I with a capacity of 6 cfs.

(c) “System Lands™ are the parcels of land historically and/or presently irrigated by the
Systems, more particularly described in the attached Exhibit B. System Lands are
included within the description of “lands in the vicinity of Kremmling” as used in
Senate Document No. 80 and are located within the natural basin of the Colorado

! The Petersen Pump was historically part of the Orr Pump No. 1, which originally had a capacity of 5 cfs.
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River for purposes of § 37-45-118(1)(b)(I), C.R.S. (2012). System Lands do not
include lands irrigated by any other water rights and/or diversion structures owned by
the Ranchers that do not utilize the Systems. To the extent there are lands owned by
the Ranchers that are irrigated by both the Systems and other water rights and/or
diversion structures, those lands are included within the defined term of System
Lands. System Lands are only included in this Agreement as expressly referenced
herein.

(d) “Stream Restoration Work” means (i) any work associated with the Systems at their
existing or any future locations; (ii) any work related to historic or future impacts of
the rock and/or check structures identified in paragraph 1(d)(iii) below; or (jii) any
work needed to replace, correct, restore or otherwise repair the five rock and/or check
structures at the following locations:

Longitude* Latitude*
Structure No. 1 -106.327323 40.045188
Structure No. 2 -106.374941 40.043467
Structure No. 3A -106.373689 40.045191
Structure No. 3B -106.372809 40.045895
Structure No. 4 -106.395253 40.043987
*North American Datum 1983 (NAD83)

(e) The “Ranchers’ Authorized Representative.” ' William H. Thompson, Jr. shall be the
sole authorized representative of the Ranchers for purposes of this Agreement. The
Ranchers may, by written notice to the Subdistrict executed by each Rancher, designate
a different sole representative of the Ranchers for the purposes of this Agreement.

2. Payments.

(a) In consideration of the release set forth below and the other consideration described
herein, the Subdistrict hereby agrees to pay Ranchers the sum of FOUR MILLION and
00/100 Dollars ($4,000,000.00), the receipt and sufficiency of which is hereby
acknowledged by the Ranchers (the “Payment™). This Payment shall be made as
follows: (i) a cash payment of $100,000 is due five business days after the date the
Subdistrict has received from Ranchers an original of this Agreement executed by
each Rancher and their legal counsel; and (ii) the remainder of the Payment shall be
made in three equal installments with the first installment due 30 days afier the
delivery of the fully executed Agreement pursuant to paragraph 2(a)(i) above and
each installment thereafter due on April 15™ of each subsequent year. Except for
compliance with the express requirements of paragraphs 3, 9 and 10 of this
Agreement, the Payment shall not be contingent on anything, including, but not
limited to, whether the Subdistrict receives all necessary permits, decrees, and/or
other approvals to move forward with its proposed Windy Gap Firming Project.

(b) The Payment due under this Agreément shall be made by the Subdistrict by wire
transfer to the account identified in writing by the Ranchers’ Authorized
Representative.
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3. Account.

The Payment shall be made to the account established by the Ranchers pursuant to
paragraph 2 above, The obligation of the Subdistrict with respect to a Payment shall be fully
discharged upon the transfer of the funds required for a Payment to the account, and the
Subdistrict shall have no obligation or liability for administration of the account or the
disbursement of funds from the account to the Ranchers. Funds from the account shall only be
used for payment and/or reimbursement of expenses incurred for the replacement, repair, and
other costs, including [egal fees, associated with the Systems, Stream Restoration Work, or other
expenses or - expenditures that will enable the Systems to operate more efficiently. The
Municipal Subdistrict shall not be in breach of this Agreement for failure to make a Payment if
there is no authorized account at the time of a Payment.

4, Release.

In consideration of the Payment, the Ranchers, both individually and collectively, agree to
release, forgive, and discharge the Subdistrict and Northern Colorado Water Conservancy
District (“Northern Water”) from any and all past, present, or future liability or claim of liability
or causes of action regarding the operation of or the obligation to provide, maintain, repair, or
replace the Systems, regardless of whether any such claim is brought pursuant to or relying on
(a) the first and third sentences of paragraph (j) of the Manner of Operation of Project Facilities
and Auxiliary Features of Senate Document Number 80, Seventy-fifth Congress, 1% Session; (b)
Part V, paragraph 16 of the 1980 Agreement, along with the individual contracts entered into in
order to meet the requirements of said paragraph; (c) the statutory provision set forth in §37-45-
H8(N (b)), C.R.S. (2012) of the Colorado Water Conservancy Act on the basis that the
Systems are required in order to not impair or increase in cost the diversion of water by the
Ranchers; (d) any Grand County 1041 Permit and/or Special Use Permit or other authorization
for the Windy Gap Project or Windy Gap Firming Project; (e) the Stream Restoration Work; (f)
any other agreement, regulatory requirement, or statute; or (g) the allegations relating to the
Systems contained in the letters and accompanying affidavits dated August 21 2012, from the
Ranchers to the Grand County Commissioners and Grand County Manager, and September 6,
2012, from the Ranchers to the Grand County Planning Director. The Ranchers also agree to not
sue the Subdistrict or Northern Water regarding claims within the scope of this Release. To the
extent that any of the Ranchers or any related or affiliated entity acquires or leases the TA Engle
Ditch No. 3 and/or the Thompson No. 2 pump or diversion structures, these facilities shall also
be included within the scope of this Release.

5. Water Rights.

-‘Nothing in this Agreement alters, amends, or modifies the priority of or right to
enforce the use of the water rights associated with the Systems or the language contained in the
second sentence of paragraph (j) of the Manner of Operation of Project Facilities and Auxiliary
Features of Senate Document No. 80, which provides that “the rights to the use of water for the
irrigation of lands in the vicinity of Kremmling shall be considered to have a date of priority
earlier than that of the rights to the use of water to be diverted through the works of this project
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to the eastern slope.” Moreover, the water rights which have not been historically diverted by
the Systems are not a part of this Agreement.

6. Amendment of the 1980 Agreement.

This Agreement amends and supersedes only Part V, paragraph 16 of the 1980
Agreement with regard to the Systems, along with the individual contracts entered into in order
to meet the requirements of said paragraph 16, and extinguishes any and all rights, claims,
complaints, demands, or causes of action under Part V, paragraph 16 of the 1980 Agreement,
along with the individual contracts entered into in order to meet the requirements of said
paragraph. This Agreement does not medify, supersede, or otherwise alter paragraphs 13, 14,
18, 20, 24, 26, 34, 38, and 42 of the 1980 Agreement and these paragraphs remain valid and
enforceable,

7. Compliance with Senate Document No. 80.

Except as expressly provided in paragraph 4(a) of this Agreement, nothing in this
Agreement (a) allows the Subdistrict to change its obligations to operate the Windy Gap Project
and/or the Windy Gap Firming Project in compliance with the provisions of Senate Document
No. 80, or (b) allows Northern Water to change its obligations to operate the Colorado-Big
Thompson Project in compliance with the provisions of Senate Document No. 80.

8. Taxes.

The Ranchers agree that the Subdistrict is not responsible for any taxes associated with
the Payment. -

9. No Opposition.

The Ranchers agree to not file a statement of opposition to or otherwise oppose the
Subdistrict’s application to water court that seeks to incorporate the terms of the
Intergovernmental Agreement among the Subdistrict, Grand County, Middle Park Water
Conservancy District, Colorado River Water Conservation District, and the Northwest Colorado
Council of Governments, as executed by Grand County on December 4, 2012, into the decrees
for the Windy Gap water rights. The Ranchers agree to not file comments regarding, request the
inclusion of conditions in, or oppose the granting or issuance of federal, state or local permits or
authorizations for the Windy Gap Firming Project. The Ranchers will not be required to provide
any other assistance to the Subdistrict with regard to the Windy Gap Project or the Windy Gap
Firming Project.

10. Dismissal of Action.

Upon the execution of this Agreement by the Parties, the Ranchers also agree to
withdraw, with prejudice, and not refile their complaint to the Grand County Board of
Commissioners alleging that the Subdistrict is in violation of its 1041 Permit and Special Use
Permit associated with the Windy Gap Project with regard to the Systems.
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11.  No Admission of Liability.

Nothing in this Agreement is an admission of liability, or waiver, or relinquishment of
any legal or factual claim or defense on the part of the Subdistrict or Northern Colorado Water
Conservancy District with respect to the Systems or System Lands, or pursuant to any existing
federal, state, or local statutory, regulatory, or contractual obligations or requirements related to
the Windy Gap Project, Windy Gap Firming Project, or Colorado-Big Thompson Project.

12.  Perpetual Agreement and Release.

This Agreement shall be perpetual in nature and constitute a covenant running with the
Systems and System Lands, and shall inure to the benefit of and be binding on the heirs,
successors, administrators, and assigns of the Ranchers, irrespective of any change in ownership
of the Systems or System Lands. This Agreement shall be recorded in the real property records
in Grand County, Colorado.

13.  Warranty of Capacity to Execute Agreement.

(2) The Parties expressly warrant and represent that they are legally competent and authorized
to execute this Agreement. The Parties further expressly warrant and represent that, before
executing this Agreement, they have been fully informed of its terms, contents, conditions,
and effect of this Agreement.

(b) The Parties hereto acknowledge that the Parties have, through their respective counsel,
participated in the preparation of this Agreement and it is understood that no provision
hereof shall be construed against any party by virtue of the activities of such party or such
party's counsel in the preparation of this Agreement,

14.  Entire Agreement.

This Agreement embodies the entire agreement among the Parties and may be amended
only by an instrument in writing executed jointly by the Parties hereto. The Parties agree that
signatures on facsimile or other copies of this Agreement shall be treated as if they were the original
signature for all purposes. This Agreement may be executed in counterparts.

15.  Specific Performance.

The terms of this Agreement are specifically enforceable. The obligations of the Ranchers
are only enforceable against them severally, not jointly.

16.  Construction.
This Agreement was negotiated and drafted with the assistance of counsel for all of the

Parties. The Parties agree that the prior drafts of this Agreement are not relevant to the construction
or implementation of this Agreement.
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17.  Governing Law.

This Agreement is intended to be performed in the State of Colorado and the substantive law
of the State of Colorado shall govern the validity, construction, enforcement, and interpretation of
this Agreement.

18. Notice.
If to the Subdistrict:

Municipal Subdistrict, Northern Colorado Water Conservancy District
220 Water Avenue

Berthoud, Colorado 80513

Telephone: 1-800-369-7246

Fax: 970-532-0942

Attention: General Manager

If to the Ranchers® Authorized Representative:
William H. Thompson, Jr.
P.O. Box 826
Kremmling, CO 80459
Telephone: 970-724-3853

THIS AGREEMENT shall inure to and be binding upon the Parties, their successors, and
assigns.

Dated and signed thised l day of May, 2013.

MUNICIPAL SUBDISTRICT, NORTHERN COLORADO WATER
CONSERVANCY DISTRICT

by aabo, Lovog..

Eric Wilkinson, General Manager

TROUT, RALEY, MONTANO, WITWER & FREEMAN, PC

Bennett Raley | 2

Peggy Montafio
Attorneys for the Municipal Subdistrict
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MCELROY RANCH, LLC

e

Christina M, Sammons, Member & Manager
McElroy State Pump and McElroy Ditch Nos. I and 2

RIVERSIDE RANCH COMPANY, LLLP

By: W Ui mgdj?“ G anen Pugtwan

William H. Thompson, Jr., IGeneral Partner
Thompson No. I and TA Engle Ditch Nos. 1, 2, and 4

SHEPARDSBEND COLORADO, LLC

By:
Martha C. Shepard, Sole Member
Orr Pump No. 1 (aka Holdcroft Pump No. 1)

MARTHA SHEPARD REVOCABLE TRUST

By:
Martha C. Shepard, Trustee
Orr Pump No. 2 (aka Holdcroft Pump No. 2)

Carol J. Pet,eﬁ'sen '
Petersen Pump and 6 cfs of the Ennis Pump & Ditch System
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MCELROY RANCH, LLC

By:
Christina M. Sammons, Member & Manager
McElroy State Pump and McElroy Ditch Nos. I and 2

RIVERSIDE RANCH COMPANY, LLLP

By:
William H. Thompson, Jr., General Partner
Thompson No. 1 and TA Engle Ditch Nos. 1, 2, and 4

SHEPARDSBEND COLORADO LLC

By: o, Z r’// L’%///Z

Martha C. Shepard, Sole Member ~~
Orr Pump No- 1 (aka Holdcroft Pump No. 1)

MARTHA SHEPARD REVOCABLE TRUST

4/// // \i/ /)4//[/

Martha C. Shepard, Trusteg
Orr Pump No. 2 (aka Holdcroft Pump No. 2)

Raymond C. Petersen

Carol J. Petersen
Petersen Pump and 6 cfs of the Ennis Pump & Ditch System
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CHARLES EUGENE PETERSEN TRUST
(aka Charles Eugene Petersen Trust Under Agreement dated December 29, 1988)

By:(
Carol 1. Petersén, Trustee
Petersen Pump and 6 ¢fs of the Ennis Pump & Ditch System

PENNY LYNN PETERSEN TRUST
(aka Penny Lynn Petersen Trust Under Agreement dated December 29, 1988)

By:
Carol J. Petersey, Trustee
Petersen Pump ana’ 6 ¢fs of the Ennis Pump & Ditch System

COLORADO RIVER CATTLE RANCH, LLC

By: /é:}7< (.g %
Robert G. Young, Managér, /
Martin Pump No. 1

GRAND COLORADO RANCH, LLC

By: mz ’(ﬁggéé% S Lot
Bruchez & Sons, LLC, Manager

By Arthur L. Bruchez, Its Manager
2 ¢fs of the Ennis Pump & Ditch System

BRUCHEZ & SONS, LLC

By: ///%/AJ%////? Ftsragt

Arthur’L. Bruchez, Manager
2 cfs of the Ennis Pump & Ditch System
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PORZAK BROWNING & BUSHONG LLP

By: %——— £, %3‘4

GlenrE. Porzak
Karen L. Henderson
Attorneys for the Ranchers

Accepted and agreed to thisQ_l day of May, 2013.

NORTHERN COLORADO WATER CONSERVANCY DISTRICT

By: m. 0/—3:34 o

Eric Wilkinson, General Manager
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AGREEMENT CONCERNING THE WINDY GAP PROJECT
AND THE AZURE RESERVOIR AND POWER PROJECT

PART I
PARTIES fAY 2 1980

COLORADD RWER WATER
CORSERVATION DISTRICY

The following named entities and persons are the
Parties to this Agreement:

A. Municipal Subdistrict, Northern Colorado Water
Conservancy District, herein designated as “Subdistrict® is a
political subdivision of the State of Colorado, created under
the provisions of C.R.S5. 1973, 37-45-101, et seqg., for the
purposes stated therein, and by Order of the Weld County
District Court, pursuant to said statute, on July 6, 1870.

B. Colorado River Water Conservation District,
herein designated as “River District," is a political subdivi-
sion of and a body corporate under the laws of Colorado,
created by the provisions of C.R.S. 1973, 37-46-101, et seq..
for the purposes stated therein. The River District was the
only protestant in the hereinafter referred to proceedings in
civil Action No. 1768.

[s8 Northwest Colorade Council of Governments,
herein designated as "NWCCOG," is a regional planning commission
organized pursuant to C.R.S. 1973, 30-28-105, and an association
of local governments contracting pursuant to Article XIV,
Section 18 of the Constitution of Colorado and C.R.5. 1973,
26-1-201 et seq., encompassing the Colorado counties of
Grand, Fagle, Summit, Jackson, Routt and Pitkin. )

D. Grand County is a county of the State of
Colorado created by Article XIV of the Colorado Constitution
and C.R.S. 1973, 30-5-128, for the purposes stated therein.

E. Middle Park Water Conservancy District, herein
designated as “Middle Park" is a political subdivision of the
state of Colorada, created under the provisions of C.R.S.

1973, 37-45-101, et seg. for the purposes stated therein.
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F. Three Lakes Water and Sanitation bistrict,
herein designated as "Three Lakes" is a special district
created under the provisions of and for the purposes set
forth in C.R.S. 1973, 32-10-101, et seq.

G. Ritschard Cattle Co., Inc.; Joseph McElroy;
Isabel McElroy; Olga Hill; Clayton Hill; Howard XK. Schmuck,
Jr.; Richard P. Doucette; Christine O. Doucette; Jacques
Ranch 1 and Jacques Ranch II, Illinois limited partnerships;
Gene Ritschard; David Mayhoffer; John H. McElroy; Mary K.
McElroy; Edpa L. Palmer; Lloyd A. Palmer; Leo Marte; Eunice
Marte; Jessie Joyce Thompson; David Howard Thempson; John
sheriff; Ida L. Sheriff; H. Grady Culbreath; J. Gail culbreath;
John L. Kemp; Crockett C. Kemp; William Benry Thompson;
anita Lewis Thompson; Skylark Ranch Company, a Colorado
corporation; Charles G. Broady; Phyliss Broady: Blanche
Cowperthwaite dba Gore Canyon, Ltd.; Colorado River Land
Corporation; Sunset Associates, a partmership; (herein
designated as "Ranchers,"), their successors and assigns,
are, among others, owners of ranches on the Colorado River
below its confluence with the Fraser Rivex and above its
confluence with the Blue River, which in some manner may be
affected injuriously by the construction of the Subdistrict's
windy Gap Project.

H. The Town of Granby, the Town of Hot Sulphur
springs, Stanley Broome, Richard P. Doucette and Winter Park
Water and Sanitation District and several of the Ranchers are
objectors or have entered their appearance in Case No. W-4001,

Water Division 5.

PART II
DEFINITIONS
a. Windy Gap Project. A water diversion storage
and conveyance system commencing at a point on the Colorado

River just below its confluence with the Fraser River and

2
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terminating at Lake Granby, which lake is a part of the
Colerado -~ Big Thompsox—l Project.

B. Azure Reservoir and Power Project. A proposed

water storage and hydroelectric power project located on the
main stem of the Colorado River approximately 8~1/2 miles
west of the Town of Kremmling.

C. Una Reservoir. A proposed water storage and
hydroelectric project on the mainstem of the Colorado River

located in DeBeque Canyon near the Town of DeBeque.

PART 111
RECITALS

AL in 1968, Ralph H. Price, as trustee for the
cities of Boulder, Longmoni, Estes Park, Loveland, Fort
Collins, and Greeley filed claims for certain conditional
water rights for the Windy Gap Water System, hereinafter
termed the "Windy Gap Project® in the District Court for
Grand County in a supplemental water adjudication, Civil
Action No. 1768, and under the provisions of the 1943 Adjudi-
cation Act. The claims were subseguently assigned and deeded
to Subdistrict upen its creation.

B. In April. 1972, hearings on the claims were
held by Michael D. White, a Referee, appropriately appointed
to conduct such hearings. On April 8, 1974, Referee white
entered his findi.ngs, conclusions of law and recommendations,
and subseguently, after several additional hearings before
both Charles F. Stewart and George E. Lohr, Water Judges for
Water Division 5, Judge Lohr by Order dated February 23,
1978, granted the conditional decrees sought by Subdistrict.

€. Upon the granting of the conditional decrees
for Subdistrict's windy Gap Project, River District appealed
Judge Lohr's decision to the Supreme Court of Colorado,
Docket No. 28417, where on September 14, 1379, the Supreme

Court reversed Judge Lohr's decision and remanded the action

—3
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+to the Water Court of Water Division $ for further proceedings.
Upon Petition of the Parties, the Supreme Court has now
extended the time for filing petitions for rehearing to

May 1, 1980.

D. since the decision of the Supreme Court on
September 14, 1979, representatives of Subdistrict, River
District, NWCCOG, Grand County, Middle Park, and the Ranchers
have met upon numercus occasions to resclve the differences
existing between the Parties in an effort to reach an agreement
which would permit Subdistrict to construct its Windy Gap
Project by devising a plan for the design, construction and
operation of the Project which would comply with the provisions
of C.R.S. 1973, 37-45-118(1)(b){IV) and to mitigate any and
all adverse impacts thereof.

E. On December 12, 1978, Subdistrict filed an
application for water right in the Water Court for Water
Division 5 {Case No. W-4001) seeking an enlargement of its
conditional decree for the Windy Gap Pump, Pipeline and Canal
by 100 cubic feet per second. This application has been ob-
jected to or entries of appearance made, by NWCCOG, River
District, Middle Park, Town of Granby, Jacques Ranch I and
Jacques Ranch 1¥, Richard P. Doucette, Town of Hot Sulphur
springs, Winter Park Water and Sanitation District, Board of
Grand County Commissioners for Grand County, Ritschard cattle
Co., Inc. and Stanley Broome. The application is presently
pending in Water Division 5.

F. The Parties have reached an agreement as a
result of such meetings and discussions referred to above in
Part III, paragraph D, and now wish to execute this Agreement
specifying the terms and conditions thereof.

THEREFORE, in view of the foregoing, the Parties

hereby agree as follows:

—4-
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PART IV
PURPQSE OF AGREEMENT

1. The purpose of this Agreement is (1) to permit
the Subdistrict immediately to commence and complete the
construction of its Windy Gap Project, as evidenced by its
decrees, and (2) to permit the immediate planning of the
Azure Reservoir and its power features, herein designated as
the “Yazure Reservoir and Power Project," in ordex that the
Project may be under construction within fifteen (15) years
from the date hereof or sooner.

2. Implementation of the provisions of this
Agreement satisfies and constitutes compliance by Subdistrict
of its obligations under C.R.S5. 1973, 37-45-118(1)(b}(IV},
insofar as the Parties hereto are concerned, and is in compli-
ance with all reguirements for obtaining valid conditional
water rights for all components of the Windy Gap Project.

3. Implementation of the provisions of this
Agreement will constitute compliance with all objections to
the Draft Environmental Impact Statement for the Windy Gap
Project by any Party hereto, furnishes satisfactory mitigation
measures for the development of the Windy Gap Project and
following a hearing and decision of the Grand County Commis-
sioners under paragraph 36 (assuming the decision is favorable)
will constitute compliance with all valid permitting require-
ments imposed by any of the Parties.

&, Implementation of the provisions of this
Agreement, specifically Part V, paragraph 16, is to insure
that Subdistrict will plan, design and construct such facilities
as are necessary to allow Ranchers to continue to divert
their existing senior decrees at no additional cost other
than that which would have occurred had the Windy Gap Project
not have been constructed,

5. The Agreement constitutes a desirable and

practical method and approach for the financing and construction

5
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of the Azure Reservoir and Power Project for the benefit of
the prospective users of Coloradoc River water for irrigation
and other beneficial consumptive uses, and, further implemen-
tation of this Agreement by all Parties is a further step in
providing continued cooperaticn of both the East and West
Slopes of Colorado in the development of all of Colorado's
water resources for the beneficial use of all citizens of the

state of Colorado.

PART ¥V

AGREEMENTS OF SUBDISTRICT

&. Subdistrict, as expeditiously as reasonably
possible, will use iﬁs best efforts to cause the Azure Reservoir
and Power Project to be constructed at or near its decreed
location on the Colorado River to its maximum feasible capacity
at the Swbdistrict's sole cost and at no cost to the River
Distriect, except as hereinafter provided, or to any citizen
or entity of Colorado West of the Continental Divide, including
Jacksen County. Provided, however, that determination of the
maximum feasible capacity of Azure Reserveir (estimated to be
28,000 to 30,000 acre feet) shall include an evaluation of
the cost effectiveness of protective works and facilities
required to prevent interference with the maintenance and
use of the Denver and Rio Grande Railroad. In determining
cost effectiveness, if the incremental value (over the life
of the Azure Projecf) of the gain in storage capacity and
power production by construction of protective works exceeds
the cost of such works, such protective works shall be
included as part of the Project. All necessary Federal,

State or local permits and licenses required by law shall be
obtained by Subdistrict at its sole cost. River District
will cooperate and aid, including participation as a joint
applicant, Subdistrict in obtaining such permits and licenses.
Costs incurred by the River District in ceoperating, aiding,
or as a joint applicant, in the obtaining of necessary

permits or licenses shall be borne by River District.
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7. All water released from Azure Reserveir shall.
unless impracticable, be released through the power plant,
and all power produced from Azure Power Plant shall be marketed
upon terms and conditions mutually satisfactory to the Sub-
district and River District by an entity to be selected by
the Subdistrict and River District. Revenues produced from
the marketing of said power shall be applied in the follewing
order:

First: To payment of 2ll annual operation and
maintenance costs associated with Azure Reservolr and
Power Project including the maintenance of adequate contin-
gency funds.

Secand: To payment of annualized debt service
{including therein preconstruction costs and those costs
incurred by Subdistrict pursuant to paragraph 16)
incurred by the Subdistrict in the construction of Azure
Reservoir and Power Plant for the repayment period of
any bonds issued to Finance the Azure Reservoir and
Pawer Project.

Third: To payment to Middle Park for hydroelec~
tric power produced from Middle Park water released
pursuant to paragraph 9, subparagraph First.

Fourth: All sums remaining after the payments
contemplated in subparagraphs First, Second and Third
{or after retirement of all debt described in subparagraph
Second) shall be divided equally between Subdistrict and
River District to be utilized as they may individually
determine; or, Subdistrict may elect to receive its one
half of the revenues in electrical energy or to have its
one half of any such revenues applied to the payment of
its power costs for the Windy Gap Project.

8. Title to the Azure Reservoir and Power Project
facilities or alternate facilities contemplated hexeunder

will be transferred by Subdistrict to River District upon
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repayment of all advance costs incurred by Subdistrict
following the date of this Agreement in the development of
said Project or as may be provided for or reguired by any
bond cévenants entered into by Subdistrict for the financing
of the Azure Reservoir and Power Project.

9. The capacity of Azure Reservoir, with due
regard being given to Project hydroelectric capabilities,
shall be allocated as follows:

First: BAn amount not to exceed 2000 acre feet
of water to Middle Bark to be marketed by that entity
within the geographic area of Middle Park or as may be
authorized by statute. On or before the first day of
each water year Middle Park shall notify the entity
operating Azure Reservoir and Power Plant, the sSubdistrict
and the River District, of the guantity of water to be
allocated to Middle Park for which Middle Park has or
expects contracts for the use thereof in the coming
water year. Such guantity of water will be retained to
Middle Park’s account, to be released as directed by
Middle Park. The volume of water, if any, not disposed
of by Middle Park up to said 2000 acre feet shall be
disposed of pursuant to the provisions of subparagraph
Third of this paragraph 9, provided, however, that all
power revenues produced from said 2000 acre feet shall
be credited to the account of Middle Park pursuant to
paraqraph 7, subparagraph Third. In the event Middle
Park exercises its option upon completion of Azure
Reservoir to utilize its additional 1000 acre feet of
water in Azure Reservoir as set forth in paragraph 17,
then the figure of 2000 acre feet herein shall be changed
to 3000 acre feet.

Second: An amount not to exceed 3000 acre
feet of water to Subdistrict to be used as replacement

for out-of-priority diversions of the Windy Cap Project;
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provided, if not so needed on an ennual basis on or
before October 31 of each year, then such water will be
subject to the provisions of subparagraph Third of this
paragraph 9. The amount of water herein allocated te
Subdistrict may be reduced to 2000 acre feet depending
on the election of Middle Park as provided in Paragraph 17.
Third: The balance of the water yield of
Azure Reservoir shall be marketed by River District in
colorado for the benefit of western Colorado on terms
and conditions to be determined by River District. All
revenues derived from the marketing of this water shall
be the property of River District. Provided, the alloca~
tions herein made shall be subject to the operational
priorities established in paragraph 10 hereof. Should a
dispute arise between the Parties hereto concernming any
conflict between the operating priorities described in
paragraph 10 and a specific contract for disposition of
Azure water, it shall be resclved by the Water Judge for
water Division 5, subject to appeal as provided by law.
The Ranchers to the extent of their interest, if any,
shall be represented in any such proceeding by Middle
Park and River District pufsuant to said District's
statutory obligaticns at nmo cost to the Ranchers.

10. Azure Reservoir and Power Project shall be
operated by an entity to be selected by mutual agreement
between Subdistrict and River District. The reservoir shall
be operated by the selected entity as nearly as practicable
according to the following priorities:

First: To comply with and satisfy the terms
and provisions of C.R.S. 1973, 37-45-118(1)(b){1IV).

Second: To satisfy future beneficial consump-
tive uses of water in Colorado for the benefit of western
Colorado and to replace out-of-priority Windy Gap Project
divers:‘ions as set forth in paragraph 9, subparagraph

Second hereof.
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Third: To generate hydroelectric power.

Fourth: 7o the extent compatible with th;
foregoing primary priorities, for aesthetic, recreatiocnal
and other nonconsumptive uses, provided, that the opesra-
tional integrity of the Azure Reservoir and Power Project
is maintained and the safety of the public is protected.
The. governmental entity making use of the Project for
these purposes shall assume in a separate agreement with
Subdistrict and River District all resulting operaticnal
and maintenance costs and all liability of any nature
arising from the use of the Projeck for such public
PUrpPOSes.

11. puring preconstruction, design and construction
activities, it may be necessary to modify project design or
relocate project features. Should such situation arise,
decisions related thereto will be made by mutual agreement of
Subdistrict and River District with advice of all such changes
to Middle Paxk.

12. At any time during a period of 15 years, or of
any extended time mutually agreed upon by Subdistrict and
River District, from the date of initiation of construction
of the Windy Gap Project, the Subdistrict and the River
District may by mutual agreement determine that it is no
longer feasible to pursue the construction of Azure Reservoir
and Power Project for engineering or other reasons. Should
Subdistrict and River District so mutually agree, then likewise
by mutual agreement of such parties, an alternate facility
shall be selected for construction at the cost of the Subdis-
trict, which facility shall be located, if practicable,
within the geographic area of Middle Park. Said alternate
facility shall be comparable fo Azure Reservoir in the sense
that it can provide substantially similar benefits to the
Parties hereto: provided, the hydroelectric features may be

omitted if not feasible and the costs and benefits related
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thereto likewise may be omitted from the alternate selected.
If hydroelectric features are constructed as a part of such
alternate facility, the power revenues therefrom shall be
distributed and allocated as set forth in paragraph 7. The
nonreimbursable costs of construction of such alternate
facility shall not exceed, so far as the obligation of
Subdistrict is concerned, excluding the costs of compliance
with paragraph 18, the sum of $10,000,000 escalated or
deescalated from the date of this Agreement in accordance
with the ENR {(Engineering News Record)} "Irrigation and Hydro
cost Index for the West" to the date of award of contract
for the construction of the alternate facility. If said
alternate facility has included therein hydroelectric features,
Subdistrict shall include in said $10,000,000 the previously
incurred costs relating to the Azure Reservoir and Power
Project and the costs of compliance with paragraph 16.

Should construction of the Azure Reservoir and
Power Project not be initiated within 15 years from the date
of initiation of construction of the Windy Gap Project, or in
the case of an alternate facility, within 20 years of said
date, and any extension thereof mutually agreed to by River
pistrict and Subdistrict, then the Subdistrict shall have the
right to apply to the Water Judge for Water Division 5,
subject to the right of appéal, for a determination that
under the then extant conditions, the Subdistrict’s actions
hereundey, other than construction of the Azure Project or the
alternate facility, constitute adequate compliance with
C.R.S. 1973, 37-45~118(1) (b) (IV} to the end that Subdistrict
shall be relieved from any further guty in relation to its’
Wwindy Gap Project diversions and said statute.

Should the parties hereto agree to forago. additional
work toward construction of the Azure Reservoir and Power
project or the alternate facility contemplated hereunder,
and/or the Water Court should relieve the Subdistrict from

any further duty, the Subdistrict shall forthwith assign to
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the River District all permits, licenses, engineering plans,
drawings, specifications and other masterial acquired or
produced by the Subdistrict or others in connection with the
Azure Project or said alternate facility. River District

shall have the right to proceed with said Project(s) free of
the obligations of this Agreement with respect thereto. To

the extent the failure to initiate construction within the
periods herein contemplated for Azure Reservoir and Power
Plant, or the alternate facility, is due to reascnably avoidable
fault or delay on the part of Subdistrict, the time within
which constructien was to have been initiated shall be extended
a like period. For the purposes of this Agreement, the
initiation of construction shall be deemed to have occurred

on the date construction contracts are signed which result in
physical onsite work on the facilities contemplated hereunder.
All lands and rights-of-way, if any, acquired by Subdistrict
for said Project may be acguired by River District at cost,
plus interest thereon at the rate being paid by Subdistrict
thereon, if notice of River District's desire to obtain said
lands and rights~of-way is given to Subdistrict in writing
within six months after any agreement to forego said ;dditional
work.

13. Windy Gap Project diversions will be made
strictly under the priority system (including exchanges),
thus protecting all conditional and ‘absolute water rights
senior in priority, unless specifically subordinated to Windy
Gap decrees,

14. Subdistrict will comply with all terms and
provisions of Senate Document 80 in the design, comstruction
and operation of the Windy Gap Project.

15. The Parties acknowledge and agree that Sub-
district may initiate immediately the construction of its
windy Gap Project prior to the construction of Azure Reservoir
and Power Project, which latter facility is intended to

comply with the provisions of C.R.$. 1973, 37-45-118(1} (b) (IV};
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provided that no water may be diverted from the western slope
of Colorado (from streams west of the Continental Divide)
through said Windy Gap Project facilities prior to the initia-
tion of construction of such facilities contemplated in
paragraphs 6 and 12 hereof, or it is determined that such
facilities will not be constructed pursuant to the provisions
of paragraph 12; provided, however, that in the event of
actual reguirements by any or all of the Windy Gap Project
participants for water for initial demestic, municipal or
power purposes within the boundaries of the Subdistrict,
directly or by exchange, diversions to the extent of such
requirements may be made with the prior consent of River
District and such consent shall not be unreasonably withheld.

Subdistrict shall have the right to make the maximum
diversion necessary or possible, pursuant to paragraph 3(d)
of that Carriage Contract, Contract No. 14-06-700-7497,
between the Northern Colorado Conservancy District, United
States of America and Subdistrict, dated October 3, 1973, in
any one year only and when the diversion will not interfere
with any beneficial consumptive use of water from the Colorado
River and its tribuntaries in western Colorado.

Diversions by the Windy Gap Project prior to com-
pletion of adeguate facilities for diversion of water by
Ranchers shall not interfere with the delivery into Ranchers'
diversion facilities of their presently decreed prior rights
to water.

16. Subdistrict within one year after initiation of
the construction of the Windy Gap Project is under construction,
will advance a sum sufficient for the following purposes:

{1) payment of $25,000 to Grand County for salinity studies

of the Colorado River (the results thereof to be made available
without cost to all other parties hereto}, ({2} payment to

the Town of Hot Sulphur Springs of $150,000 for assistance

in improving its water treatment facility and $270,000 for

assistance in improving its waste water treatment facility,
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and (3) such additional sums as needed for Subdistrict to
plan, design and construct facilities needed by the Ranchers
for the diversion and delivery of the Ranchers’ senior
decreed water rights from the Colorade River. Said sums,
when paid by the Subdistrict and expended or obligated,
shall not be recoverahble in the event the Subdistrict voids
this Agreement under the terms of paragraph 41 below.
Subdistrict shall design and construct such facilities in
accordance with specifications approved by the State Engineer.
Ranchers agree that the design of any such facility when
approved by the State Engineer, constitutes compliance of
the design requirements by Subdistrict. Subdistrict agrees
to replace and reconstruct such facilities at its own cost
if the same prove to be defective at any time within seven
(7) years after completion of the Windy Gap Project. If
the efficiency or purpose of such facility is rendered
ineffective or defective for delivery of existing decreed
water to a Rancher because of any action by or operation of
Subdistrict, the Subdistrict agrees to correct such defect
at its own cost. Subdistrict agrees to process and obtain
such permits as necessary to permit construction of Ranchers'
facilities.

Individual contracts shall be negotiated with each
Rancher in order to meet the requirements of this paragraph,
including necessary construction easements, subject, however,
to the limitations contained in this Agreement. The contracts
for construction of such facilities shall be finalized within
90 days after the Windy Gap Project is under construction,
and if not finalized within said period, Subdistrict may
proceed to construct said fagilities as designed by Subdistrict
and approved by the State Engineer.

17. Subdistriet will dedicate and set aside anmually,
but noncumulatively, the following amounts of water produced

from the Windy Gap water supplies to be stored as follows:

B -14-
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(a) Prior to the comstruction of Azure Reservoir
and Power Project, or alternate facility, the S&bdistrict
will place 3000 acre feet of water in Granby Reservoir
for beneficial use, without waste, in Middle Park and
will release 2000 acre feet thereof for all beneficial
uses, except for instream uses and industrial uses
(unless the industrial use is within a municipality and
through its municipal water system), and the additional
1000 acre feet of such water for municipal and domestic
uses in Middle Park. The release of this 1000 acre feet
shall be made only if domestic and municipal uses in
Middle Park have not been met adequately from the 2000
acre feet of water previbusly released.

{b} After the Azure Reservoir and Power
Project, or alternate facility., has been constructed,
the subdistrict will place 2000 acre feet of water in
Granby Reservoir for beneficial use, without waste, in
Middle Park and will release said 2000 acre feet for all
beneficial uses, except for instream uses and industrial
uses {unless the industrial use is within a municipality
and through its municipal water system). Subdistrict
will additionally place, at the direction of Middle
Park, 1000 acre feet of water in either (1) Azure Reser~
voir, or the alternate facility, for all beneficial uses
in Middle Park and thereby reduce the 3000 acre foot
capacity reserved to Subdistrict in paragraphs 9 Second
and 29 to 2000 acre feet, or {2) Granby Reservoir for
municipal and domestic uses in Middle Park. If said
1000 acre feet is placed in Granby Reservoir, all pumping
costs incurred by Subdistrict to store said water in
Granby Reservoir shall be reimbursed annually to Subdis-
trict by Middle Park.

These waters shall be released by Subdistrict, upon

request of Middle Park and subject to operational criteria
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estahlished by the United States. Any water so stored in
Granby Reservoir shall be the last of any Subdistrict water
to be spilled from Granby Reservoir, if such spill is required.

18. Subdistrict will not claim the use of Green
Mountain Reservoir for replacement purposes for the Windy Gap
Project operation.

19. Subdistrict will apply for an NPDES permit for
diversion and carriage of water to Granby Reservoir if the
same is required by law.

20. Subdistrict will pay its proportionate share
of any direct mitigation costs attributable to salinity on
the Colorado River which legally may be imposed at a future
date by any competent authority and which is proportiecnately
required of all users in Colorado of Colorado River water.

21. Subdistrict agrees to a water classification
for Granby Reservoir, Shadow Mountain Reservoir and Grand
Take which will permit all present beneficial uses of these
reservoirs or lakes, but reserves its right to contest imposi-
tion of water quality regulations on its activities.

22, Subdistrict will not oppose the dredgiﬂg of
Shadow Mountain Reservoir for water quality purposes, provided
that such work is scheduled in such a mannex as to not inter-
fere with the essential operations of the Colorado-Big Thompson
Project and the Windy Gap Project.

23. Subdistrict shall withdraw its opposition to
any present River District Water Court proceedings in Water
pivision 5 and 6. As long as Subdistrict is proceeding
diligently in the planning and construction of the Azure Reservoir
and Power Project, or its alternate, or the same is constructed,
River District agrees not to make a call on Subdistrict water
rights for the benefit of any of its present conditional
decrees with diversion points on the main stem of the Colorado
River above the confluence of the Colorade and Roaring Fork

Rivers, nor as to storage below such point on the Colorado
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River to the extent the same will probably £ill from other
sources as determined by mutual agreement between the River
District and Subdistrict. In the event of disagreement, such
determination shall be made by the Division Engineer, Water
pivision Wo. 5. Provided, further, however, that to the
extent that vacant capacity in Una Reservoir is created by
power releases only, and the water so released not beneficially
consumptively used in Colorado, that capacity shall be subor-
dinated to the Windy Gap Project. This Agreement not to call
shall become ineffective, except as to the capacity in Una
Reservolr created by water releases for power purposes only,
in the event of release by the Water Court of Subdistrict's
duty to construct Azure Reservoir and Power Project, or its
alternate facility. Further, Subdistrict will not oppose any
present or future applications of River District in Water
Division 5 and 6 unless the same may affect the administration
of the Subdistrict's Windy Gap water rights on the main stem
of the Colorado River.

24. Subdistrict agrees to bypass at the Windy Gap
Reservoir diversion site at all times the lesser of the
following: (1)} Such amount as may be necessary to satisfy
all senior decrees of the Ranchers and to provide such minimum
stream Flow in that stream segment of the Colorado River
below the Windy Gap Project and above the confluence of the
Blue River and the Colorado River as may be determined by the
Colorado Division of Wildlife and subsequently decreed to the
Colorado Water Conservation Board pursuant to C.R.5. 1873,
37-92-102(3), or (2) the natural flow of the river at the
Windy Gap Reservoir diversion site if the natural flow is
less than (1) hé:eof. It is the intent of the Parties that
the amount of bypass by Subdistrict contemplated herein is
based upon valid existing decrees and shall not be increased
by future changes in stream regimen caused by changes in point

of diversion, changes in type, place or extent of use, or
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future junior decrees on this segment of the River, including
tyibutaries thereto. Further, it is not the intent of this ”
provision to preclude Ranchers from exercising their senior
rights against any or all junior existing conditional or
future rights on the Colorado River or its tributaries or to.
supersede those rights guaranteed to Ranchers by C.R.S. 1973,
37-86-113. ’

Further, Subdistrict agrees not to oppose the
application for minimum stream f£low made by the Colorado
Water Conservation Board for this purpose if the same is not
in confiict with the provisions hereof, and to assist in
supporting the integrity thereof, if necessary.

subdistrict agrees to the installation, at no cost
to Ranchers, of a stream gaging station on the Colorado River
in the vicinity of the present diversion strnicture of the
Kinney-Barriger Ditch, and at such other points on the Colorado
River as may be necessary as determined by State Engineer and
the Colorado Water ConServation Board, to adequately monitor
the minimum stream flows as set forth in this paragraph.

25. subdistrict agrees to subordinate its Windy
Gap decrees to all present and future in-basin irrigation,
domestic and municipal uses, excluding industrial uses, on
the Colorado and Fraser Rivers and their tributaries above
the Windy Gap Reservolr site.

26. Subdistrict agrees that no additional water or
water supplies will be carried through the Windy Gap facilities
vnless such conveyance complies with the provisions of C.R.S.
1973, 37-45~11B(1){b)(IV).

27. Subdistrict will cooperate with all parties in
permitting public use for recreational purposes of the land
owned by Subdistrict at the Windy Gap Reservolr site upstream
of the diversion dam, provided that the operational integrity
of the Windy Gap Project is waintained and the safety of the

public is protected. Grand County, or other responsible
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governmental agency, in a separate agreement with Subdistriet
shall assume all operation and maintenance costs and all
liability of any nature for use of the facility by the public
for recreational purposes. Subdistrict will maintain the

Windy Gap Reservoir full at all times following the termination
of diversions in the fall and prior to the start of diversions
in the spring, provided, however, that the reservoir may be
temporarily drained during this period for any maintenance oxr
improvements.

28. Three Lakes intends to construct a sewer
project that will collect sewage effluent presently discharging
into Grand Lake, Shadow Mountain Reservoir and Lake Granby
and will carry such effluent to new treatment facilities to
be constructed in the Willow Creek drainage. AL the request
of the Worthern Colorado Water Conservancy District, Three
Lakes has agreed to construct such ditches and related facili-
ties as are necessary to allow the effluyent from its proposed
new treatment facilities to flow by gravity to a point on
Willow Creek above the headgate of the Bunte Highline Ditch
in order to reduce the quantity of water required to he
released from Willow Creek Reservoir to meet the call of said
ditch. Northern Colorado Water Conservancy District has
agreed that the construction of such facilities will satisgfy
any obligation of Three Lakes that might be asserted to arise
because of depletions to Colorado-Big Thompson Project water
rights and storage facilities resulting from construction of
the Three Lakes project. Except for the costs of the initial
construction of the treatment facilities, the ditches and
related facilities, and maintenance of them, Subdistrict
shall pay any and all costs required to implement the exchange,
or incurred as a result of such exchange, of Three Lakes
sewage effluent for water that would otherwise be required to
be released from Willow Creek Reservoir to meet the call of

the Bunte Highline Ditch, including all costs incurred to
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obtain any permits or other approvals reguired by law in
order to implement such exchange.
PART VI

AGREEMENTS OF RIVER DISTRICT

29. River District and Middle Park agree to provide
for the purpose and subject to the limitation contained in
paragraph 9, subparagraph Second, 3,000 acre feet of capacity
in Azure Reservoir or substitute facility built pursuant to
this Agreement for the use and benefit of the Subdistrict,
thereby reducing the entitlement of Middle Park in Azure
Reservoir to 2000 acre feet.

30. River District will make satisfactory arrange-
ments to permit joint or other appropriate use by Subdistrict
of its pending Federal Energy Regulatory Commission (FERC)
application for a preliminary permit for the Azure Reservoix
power features or for such other appropriate arrangement as
may be agreed upon by River District and Subdistrict.

31. For the purposes of this Agreement the following

decrees for Azure Reservoir and Power Plant shall be utilized:

Water case Adjudicated ,
structure District Ko. Date
a. The Azure Resexvoir 53 1277 10-19-62 ;
b. First Enlargement of 53 1416 9-13-67
Azure Reservoir
c. Azure Reservoir Power Division 5  W=-3931 -

Conduit and Power
Plant, First Enlarge-
ment

d. Such other decrees as may be necessary to operate the Azure
Project in accordance with this Agreement.

Appropriation Date Priority No. Amt. Decreed
a. 7-21-58 433 25,583.6 a.f.
b. 7-21-58 482 . 63,803.5 a.f.
c. 9-29-78 - 1,000 c.£.5.
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PART VII

MUTUAL AGREEMENTS OF ALL PARTIES

32. Each Party to this Agreement agrees not to
object to the Subdistrict obtaining any and all licenses,
permits, rights-of-way or other approvals required to permit
the immediate construction of the Windy Gap Project. A1l
such Parties agree to withdraw any former opposition to any
such licenses, permits, rights-~of-way or other approvals and
further to not make any further objections or adverse comments
concerning the granting thereof.

33. Each Party te this Agreement will cooperate in
obtaining all licenses, permits, rights-of-way, or other
approvals necessary or required to permit the construction of
the Azure Reservoir and Power Project. If any person or
entity not a party to this Agreement should oppose the
construction of the Azure Resexrvoir and Power Project in such
a manner that said Project cannot be under constructien
within 15 years, each Party, to the best of its ability, will
do everything possible fo encourage the withdrawal of any
such objections so as to permit the construction of the Azure
Reservoir and Power Project as expeditiously as possible.

34. Each Party hereto will not oppose the granting
of Subdistrict's 1967 and 1978 appropriation dates for the
various features of the Windy Gap Project and for a new
appropriation of not to exceed 200 c.f.s. if such enlargement
is necessitated by reason of a need for a bypass imposed by
virtue of the provisions of paragraph 24 hereof. Subdistrict
may divert under its decrees an amount of water not in excess
of 90,000 acre feet in any one year, and not to exceed an
average of 65,000 acre feet per year in any consecutive ten
year period. It is anticipated by the Parties that the long
term anpual yield of water to the Subdistrict will be approxi-

mately 54,000 acre feet.
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35. All Parties agree that Subdistrict may proceed
immediately to construct the Windy Gap Project upon filing of
a final Environmental Impact Statement by the Water and Power
Resources Service (formerly United States Bureau of Reclamation)
for the Windy Gap Project and after the appropriate 30 day
waiting period has expired, and each agrees to not request or
require that a draft Eavironmental Impact Statement simultan-
eously be prepared for the Azure Reservoir and Power Project
as each Project is a separate and distinct Project which is
not dependent upon any other Project for construction. The
Parties recognize that if Azure Reservoir and Power Project
cannot be built for any reason, an appropriate alternative
project may then be selected under the terms of this Agreement
and it is impossible now to determine which project, if any,
will be built. The Subdistrict and River District agree that
the Subdistrict will furnish all data and information necessary
to enable the appropriate federal entity to comply with NEPA
requirements for the Azure Reservoir and ‘Power Project, or
alternative thereto, as a separate project. All environmental
concerns among the Parties regarding the Windy Gap Project
have been resolved by this Agreement regardless of whether
none, all or only one facility is constructed and operated.

36. Grand County, NWCCOG, and Subdistrict furthex
agree that this Agreement is an intergovernmental agreement
pursuant to Article XIV, Sec. '19 of the Colorado Constitution
and Sec. 29-1~201 to 203, inclusive, among all governmental
entities hereto and contains all standards upon which Grand
County will base any or all decisions for the Windy Gap
Project, including 1041, zoning and environmental decisions.
Each governmental entity, however, reserves the right to
contest any 1041 and zoning regulations or actions which at
any later time may be adopted or pursued by Grand County or
others if such regulations or actions would in any manner

affect the construction or operation of any such facility or
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facilities. If the decision of Grand County is not in accord
with this Agreement, it is understood and agreed to by all
parties hereto that the Subdistrict reserves the right to
contest the application of any or all Grand County regquirements,
including 1041, 2oning or environmental application, permit

or approval reguirements as to Subdistrict activities pursuant
to this Agreement.

37. Within the limits and conditions contained
herein, Subdistrict may build and operate such facilities as
needed to accemplish the purposes of this Agreement.

38. All Parties agree that this Agreement shall not
bind Ranchers ko any financial commitwent for implementation
thereof.

39. The Parties agree that upon request of any
party to this Agreement they will joim with Subdistrict, and
other interested parties, in the defense of any litigation
against the construction or operation of either the Windy Gap
Project or Azure Reservoir and Power Project, or alternative
project, by persens or entities who are not parties to this
Agreemsnt. However, this provision shall not be construed to
require any financial participation of any type from Ranchers
or Three Lakes.

40. Within 30 days after the issuance of a 1041
permit and any other necessary Grand County approvals pursuant
to paragraph 36, Subdistrict and the Northern Colorado Water
conservancy District will withdraw from Civil Action 79CV173,
Denver District Court, and from Civil Action 79CV5133, presently
pending in the Denver District Court, Denver, Colorado by
stipulation of the NWorthern Colorado Water Conservancy District
and Subdistrict and all parties defendant to these actions,
which stipulation shall embody the terms of this Agreement,
and agree that the actions and claims represented thereby
shall not be refiled except in accerdance with the rights

reserved to Subdistrict under the terms of this Agreement.
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41. The Parties hereto agree that this Agreement shall be
either void or extended in certain circumstances. Therefore,
unless conditions ¢a) anpd (b) are met, this Agreement shall
be vaoid:

(a) All signatory parties identified herein have
validly executed this Agreement by June 30, 1980 unless the
necessity thereof has been specifically waived by
Subdistrict.

{b) Approval of Agreement by all six of Subdistrict
participants by June 30, 1980.

To the extent that the conditions in the following subparagraphs
(c), {d), (e) and (f) delay beyond June 30, 1983 the initiation
of construction of the Windy Gap Project and the implementation
of this Agreement, 21l time periods provided for in paragraph 12
herein shall be extended for a time equal to the period of delay-.

{¢c} A determination has been made that NEPA compliance
for the Azure Reservoir and Power Project is not required
as a condition precedent for NEPA compliance for the Windy
Gap Project.

{d)} Approval is given by Subdistrict Bond Counsel on
the legality and appropriateness of Subdistrict issuing
revenue bonds for the construction of the Windy Gap Project
and Azure Reservoir and Power Project, all as set forth
herein, and if necessary, confirmation of this Agreement
by the District Court for Weld County, Colorado, pursuant
to C.R.S. 1973, 37-45-143, and enactment of such legislation
as may be needed to permit Subdistrict to accomplish the
purpese and substance of this Agreement.

(e}, A final ‘Environmental Impact Statement and all
necessary federal, state and local permits and clearances
for the Windy Gap Project are issued, no litigation is
pending, and the Subdistrict is able to proceed with
completion and operation of the Windy Gap Project in

accordance with the terms of this Agreement.

“24-
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(£) Approval of this Agreement by the Water Judge,
Water Division 5, State of colorade in accord with the
terms of thisqueement, and entry of final decrees to
Subdistrict for a total of 600 c.f.s. of watexr for the
Windy Gap ijec.t.

42. This Agreement may be filed by any Party
hersto in any court or administrative proceedings as a
Stipulation of ‘and between the appropriate pavties to any
such pmceeding.s.

THIS AGREIMENT may be executed in counterparts, each
of which must be executed hy Subdistrict and River District, and
shall inure to and be binding upon the parties, their personal
repregentatives, successors and assigng, as appropriate.

- pated and signed as of the 30th day of April, 1580.

ATTEST: HMUNICIPAL SUBDISTBICT, NORTHERN
:/ co ﬁgﬂw DISTRICT
ez BY
Se Bresident

/
* COLORADO RIVER WATER CONSERVATION

DISTRICT /.
S~ 7 ;%W

President

BOARD OF COUNTY COMMISSIONWERS OF
THE COUNTY OF GRAND, COLORADO

BY .
2rk of the B/da.rd HerDert tschard, Chalrrman
ATTEST NORTEWEST COLORADO COUNCIL OF
. GOVERNMENTS
2 L M Ta
Tam Isaac, Keith Troxel,’Chalrman

Secretary/Treasurer

ATTEST: %fﬁ SANITATION
DIET

Secratary PResident
Al STz WINTER PARK W; AND SANITATION
M‘ : DISTRIET \.
- { J ILI_J)L
Aa—? Secretary U Plres:.dent
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AITES'E/] . ' MIDDLE EARK WATER CONS;RVANCY DISTRICT
7 AN lL C,_LA,_ By /azf/n»/"f/ ‘/f ¢ ;' el
P Sc:reuryJ ‘Fresident
]
ATTEST: TOWN OF HOT SULPHUR SPRINGS,
COLORADQ
sl Jols  w BZ %ﬂﬁ
Town C. /n’ Mayor

TOWN, GRANBY, COLORADQ

ATYEST: (\ '
s B
/ . Iy By
Town £l 7 Mayny
3, Y / g—’/

Secretary PIESJ.dent
ATTEST: SKYLARK RANCH COMPANY, a Colorade
. ‘corporation
BY -
Secratary President
ATTEST: GORE CANYON, LID., a Colorade
corporation
BY.
Secretary President
ATTEST: [s0)7') RIVER LAND CORFORATION
Yr/ “ 5/ %7 y BY. . Y,
Secretary - President ]
JACQUES RANCH I, a limited
partnership
BY. -
Da.71 Mayhofier General Partner
. JACQUES RANCH II, a l.mu.ted
oyd Al Palmer partnership

Eolr f_ig&,,ﬂh By
Edna L. Genaral Partner

% W ///77’ 4/14/’1-/‘ —}/'” cf//,:/7

7 Jaseph McElroy

Leo Mattg
gi e 2as % %Z Y W Rl &M
Eunica Marte / Isabel M¥cElroy /’
(oo bree Ihrridocn ‘y»-/i,. %/77/%{,'/»«4

2204 L
G Jegsid Joyce Ihdmpson Jonn B. McElroy
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. e, o
oy e 24 e B0
.//f"sjvﬁ"i E/rﬂ"(“_"’m_p"‘m//wn vary K. pelroy U

p e B & e

T3ctn SPetiitlc A T, Olga Rill -
‘\/LZLV:\/\JZ :% A ;ﬁ”’éuv S 7‘!/%. L’%‘—M V(/W{/A
L /

Hi K. Sdfmck, Jr.
: 7
jdaa:d B. %

-Jalys Taussig

EIGMOR HARION SCEMUCE

AT NIE 7 VAU 8

Her Atcorney-in=fact
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EXHIBIT B

Grand Colorade Ranch, LL.C
THAT PORTION OF THE NW ¥ OF SECTION 13 AND THE NE ¥ OF THE SE % OF THE NE % OF SECTION

14 LYING NORTH OR NORTHWEST OF THE COLORADO RIVER, ALL [N TOWNSHIP 1 NORTH, RANGE
80 WEST, AKA A PORTION OF PARCEL NUMBER 1441-132-00-104.

Ravmond & Carol Petersen; Charles Eugene Petersen Trust; & Penny Lynn Petersen Trust
THE NW % OF THE SE %, THE SW % OF THE NE %, AND THE SOUTH % OF THE NW % OF THE NE Y%

ALL IN SECTION 14, TOWNSHIP 1 NORTH, RANGE 80 WEST, AKA PARCEL NUMBER 1441-141-00-103.

THE NE Y% OF THE NE %, THE N % OF THE NW % OF THE NE %, AND THAT PORTION OF THE NE % OF
THE NW % LYING SOUTH OF THE RAILROAD IN SECTION 14, AS WELL AS THAT PORTION OF THE
SOUTH % OF THE SE % OF THE SE % LYING SOUTH OF THE RAILROAD IN SECTION i1, ALL IN
TOWNSHIP 1 NORTH, RANGE 80 WEST, AKA PARCEL NUMBER 1441-141-00-105.

Shepardsbend Colorade, LLC
THAT PORTION OF THE SE % OF THE NW % AND THE NE % OF THE SW !% OF SECTION 14 LYING

EAST OF THE COLORADO RIVER, IN TOWNSHIP 1 NORTH, RANGE 80 WEST, AKA PARCEL NUMBER
1441-143-00-072.

Martha Shepard Revocable Trust
THAT PORTION OF THE SOUTH ! OF THE NE % AND THE NORTH % OF THE SE % OF SECTION 15,

AND THE WEST % OF THE WEST % OF SECTION 14, ALL LYING BETWEEN THE COLORADO RIVER
AND THE RAILROAD, IN TOWNSHIP 1 NORTH, RANGE 80 WEST, AKA PARCEL NUMBER 1441-154-00-
179.

Riverside Ranch Company, LLLP
THE SE % OF THE SW ' AS WELL AS THE SE % LYING SOUTH OF THE RAILROAD IN SECTION 17,

AND THAT PORTION OF THE NORTH ¥: OF THE NW % AND THE NORTH ¥ OF THE NE % IN SECTION
20 LYING WEST OF CO HWY 9, ALL IN TOWNSHIP 1 NORTH, RANGE 80 WEST, AKA PARCEL
NUMBER 1441-202-00-149,

McElroy Ranch, LL.C
THAT PORTION OF THE NORTH % OF THE SOUTH ¥ LYING SOUTH OF THE RAILROAD AND NORTH

OF THE COLORADO RIVER IN SECTION 16, TOWNSHIP 1 NORTH, RANGE 80 WEST, AKA PARCEL
NUMBER 1441-163-00-077.

THAT PORTION OF THE SOUTH ! OF THE SOUTH /% OF THE NW % LYING SOUTH OF THE
RAILRQAD, THE NORTH % OF THE SW %, AND THE SW % OF THE SW % OF SECTION 17; THE SE %*
AND THAT PORTION OF THE NE % IN SECTION 18 LYING SOUTH OF THE RAILROAD AND NORTH OF
THE COLORADO RIVER; AND THAT PORTION OF THE NORTH % OF THE NW % OF THE NE ' OF
SECTION 19 LYING NORTH OF THE COLORADO RIVER, ALL IN TOWNSHIP [ NORTH, RANGE 80
WEST, AKA PARCEL NUMBER 1441-181-00-003 AND A PORTION OF PARCEL NUMBER 144]-184-00-
160. .

Colorado River Cattle Rauch, LLC . )

THAT PORTION OF THE SOUTH ' OF SECTION 13, THE SW ' OF THE SW Y% OF SECTION 18, THE
NORTH Y. OF THE NORTH % OF SECTION 24, AND THE NW % OF THE NW 4 OF SECTION 19, ALL
LYING SOUTH OF RAILROAD AND NORTH OF THE COLORADO RIVER ALL IN TOWNSHIP | NORTH,
RANGE 80 WEST, AKA PARCEL NUMBER 1437-134-04-001.
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