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            1       CARSON CITY, NEVADA, WEDNESDAY, MAY 3, 2006, 9:30 A.M.

            2                              -oOo-

            3     

            4                 CHAIRMAN KRAMER:  I'd like to call the meeting 

            5     of the State Board for Financing Water Project to order, 

            6     Wednesday, May 3rd, 2006.  The first thing on the agenda is 

            7     introductions and roll call. 

            8                 (Roll call was taken.)

            9                 CHAIRMAN KRAMER:  Moving on, let's go to B, 

           10     approval of minutes of January 25th, 2006 meeting.  Are 

           11     there any additions or deletions?  If not, is there a 

           12     motion? 

           13                 MEMBER GOETSCH:  Mr. Chairman, I found one 

           14     misspelling and that was it and right now I'm flipping 

           15     through to see if I can find that.  There was a word that 

           16     was spelled detriment and it should have been decrement when 

           17     we were talking about changing funding, and I'm sorry right 

           18     now I can't find it.  Page 154, line 13.  The word detriment 

           19     should have been decrement with a C.  Other than that, 

           20     Mr. Chairman.  I'm willing to make a motion to accept the 

           21     minutes as corrected. 

           22                 MEMBER SCOTT:  I would second that motion.

           23                 CHAIRMAN KRAMER:  We have a motion and a second.  

           24     In the meantime, our other Board Member, Stephanne 

           25     Zimmerman, has just flown in via jet from Las Vegas after we 

                                               4

                                CAPITOL REPORTERS (775) 882-5322

            1     didn't think she was going to be here.  Hearing no 

            2     objection, we'll vote on the motion to approve the minutes.  

            3     All those in favor signify by saying aye.  Opposed?  Motion 

            4     passes. 

            5                 (The vote was unanimously in favor of motion.)

            6                 CHAIRMAN KRAMER:  I have a question for the 

            7     Board.  When I got my agenda I was not concerned but I 

            8     didn't understand why the financials were put to the back.  

            9     I understand from the staff they be put back up in the front 

           10     someplace.  Since there's a lot of money on the table and 

           11     issues that will come up, do we want H -- I know there's an 

           12     issue about people who may be wanting to come for H-4, 5 and 

           13     6, financial report, progress report for funded AB 198/AB237 

           14     projects, and the progress report for funded SB62 projects, 

           15     but most of that information in my mind is for the Board, 

           16     but there may be people who will want to come this 

           17     afternoon. 

           18                 I thought it would be nice, though, to be able 

           19     to have the financial report at least this morning so the 

           20     Board knows where they are money wise.  Do you want to 

           21     move -- what do you want to do?  Do you want to move H-4 up 

           22     and leave the others where they are or what do you want to 

           23     do? 

           24                 MEMBER SCOTT:  That's fine with me, 

           25     Mr. Chairman. 
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            1                 CHAIRMAN KRAMER:  So be it.  Let's go ahead and 

            2     do that right now, Michelle, if that's okay, do H-4, the 

            3     financials. 

            4                 MS. STAMATES:  As you're aware, this program has 

            5     the authority for 125 million.  At this point you have 

            6     unpaid grants of 28 million, I'm going to just round off 

            7     here, almost 28 and a half million.  You have funding 

            8     authority for just over 41 million.  I just want to make 

            9     sure you follow those down.  I'm skipping some of the adds 

           10     and subtracts. 

           11                 But as far as this Board meeting goes, the 

           12     requests are about $6.8 million, which would leave you at 

           13     the next meeting at about 34 million.  So you can see in the 

           14     blue section we've tried to color code the requests for this 

           15     meeting and what would be left. 

           16                 As far as our bond authority, we have two 

           17     million more remaining this year and we will likely request 

           18     that.  At this point we have received quarterly reports from 

           19     almost all the grantees, but some of the projects are still 

           20     around, so they probably will not be requesting the money as 

           21     they had expected.  For instance, Topaz, Walker Irrigation 

           22     is in a hold right now. 

           23                 MEMBER SCOTT:  Excuse me, Michelle.  Can I ask a 

           24     question?  On the bonding authority, is it our policy or 

           25     general approach that we would request that $2 million in 
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            1     order to take advantage of an increment that might be 

            2     available now that possibly wouldn't be available in fiscal 

            3     year '07? 

            4                 MS. STAMATES:  Yes, and I'd like Marcy to 

            5     clarify that if she can.  You know how our actual authority 

            6     goes year over year.  Do we risk losing that two million 

            7     next time? 

            8                 MS. McDERMOTT:  We do, but the treasurer's 

            9     office will not let us request over a certain amount if we 

           10     don't have proof that the grantees will be using the money.  

           11     They don't like it sitting in the account because then we 

           12     have to pay arbitrage on it, and the grantees, last July we 

           13     had 11 million put into the account and so far we've only 

           14     paid 2.1 million. 

           15                 So since this is sitting there they might not 

           16     allow us to do another bond sale in July.  We might have to 

           17     wait a couple months.  So it's a big deal that the grantees 

           18     aren't requesting the funds. 

           19                 MEMBER GOETSCH:  Could I ask two questions?  

           20     Last time we talked about the fact that the costs on all 

           21     projects were going up rapidly due to China and due to the 

           22     hurricane, and we were seeing 40, 50 percent kind of 

           23     increases.  We still expect those increases to come in, we 

           24     just haven't seen the funds obligated? 

           25                 MS. McDERMOTT:  Yes. 
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            1                 MEMBER GOETSCH:  So we're in a tough position.  

            2     We know that all the costs are going to go up significantly.  

            3     We know we have more requests coming to us.  Do we know how 

            4     many claims we already have that haven't been paid yet?  Is 

            5     that accounted for here? 

            6                 MS. STAMATES:  It's not accounted for.  We've 

            7     got about half a million that hasn't been paid right now. 

            8                 MEMBER SCOTT:  We also have kind of a use it or 

            9     lose it policy we talked about in term of the time frame.  

           10     My only reason for bringing it up was just to make sure that 

           11     we hopefully don't get into the position of actually having 

           12     bona fide bills without being able to cover them, but you 

           13     guys have a better feel for what's out there in the pipeline 

           14     and if the treasurer's office is making like quarterly bond 

           15     sales or whatever, we can probably stay up with it.  I just 

           16     wouldn't want to see us out of business temporarily because 

           17     we didn't have money for cash flow. 

           18                 But I realize our history has been, you know, 

           19     things are slower than sometimes what we've had in the bank 

           20     and I think we have a responsibility to the treasurer's 

           21     office not to take the money if we really don't need it and 

           22     I think if we get in a box they'd probably work with us a 

           23     little bit.  I just didn't what you visualize coming up. 

           24                 MS. STAMATES:  Based on what the grantees have 

           25     told us, they would use the full six million, but we do now 
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            1     know the status of several of the projects and they probably 

            2     will not be requesting that money before the fall at the 

            3     soonest.  But at this point in order to make sure that our 

            4     budget, we still have this money for the budget, I think 

            5     that we should ask that they do that two million sale. 

            6                 CHAIRMAN KRAMER:  I would suggest it would be in 

            7     order to write a short letter to the treasurer's office 

            8     saying we understand your arbitrage issue but we just want 

            9     to make sure you're aware of our Catch 22.  You've helped us 

           10     in the past, we want to stay on line with what we've sort of 

           11     tentatively agreed with you, but it could break wide open 

           12     and then again it may not. 

           13                 At least we'll have something in the record that 

           14     says we've communicated with the treasurer's office 

           15     concerning this issue as it came up at this meeting.  Is 

           16     that okay with the Board? 

           17                 MEMBER SCOTT:  Fine with me. 

           18                 CHAIRMAN KRAMER:  Where are we at on the 

           19     financial?  What other issues did you want to talk about on 

           20     the financial issue? 

           21                 MS. STAMATES:  None.  You can look at the 

           22     summary sheet, the second sheet that tells us where the 

           23     current grants are today and the applicants that are coming 

           24     up, both the letter of intent and the grant. 

           25                 We are working with the grantees who haven't 
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            1     requested funds to date to understand where they're at in 

            2     their projects and some are actually moving along now.  

            3     We'll see funding requests from those.  A couple we're still 

            4     working with and some are new, so you'll still see zeroes 

            5     for the ones that came through just last quarter. 

            6                 MEMBER SCOTT:  You know, Michelle, one thing we 

            7     might do is see if we can get a reading from Washoe County 

            8     on that $4 million because that's a big chunk.

            9                 MS. STAMATES:  Spanish Springs?  They're still 

           10     running the sewer maintenance and until they get those in 

           11     place they can't do the hookups which is what we're paying 

           12     for.  They're looking at doing about 200 homes this summer 

           13     and I'm assuming those lines are almost in place.  I haven't 

           14     seen those yet, but we don't pay for those. 

           15                 MEMBER SCOTT:  How much of the $4 million does 

           16     the 200 hookups represent, do you know? 

           17                 MS. STAMATES:  2000 apiece, a small amount, but 

           18     they told me that they'd made the Board very aware that this 

           19     was a many-year project. 

           20                 MEMBER SCOTT:  Oh, no, that's fine, I don't mind 

           21     that and I think that's part of what we bought into.  All 

           22     I'm thinking is we don't want to see them come in for four 

           23     million in a shot. 

           24                 MS. STAMATES:  They did send in their projected 

           25     schedule, about 200 homes that they expect to be connected 
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            1     this summer. 

            2                 CHAIRMAN KRAMER:  We kind of got into the 

            3     progress report for AB 190 -- no, that's not the progress 

            4     report, okay.  Is that it for the financial? 

            5                 MS. STAMATES:  I think so.  It lets you know 

            6     what you've got to commit, what's still outstanding. 

            7                 CHAIRMAN KRAMER:  Let's move on now to C, 

            8     Drinking Water State Revolving Fund Program, first item, 

            9     C-1, discussion and possible approval of the 2006 project 

           10     Priority List. 

           11                 MS. BASHAM:  That would be me.  For the record, 

           12     Adele Basham.  This agenda item is requesting approval of 

           13     the year 2006 priority list.  Early in 2006 we sent out a 

           14     solicitation for proposed water projects to all community 

           15     and nontransient, noncommunity water systems.  The 

           16     solicitation resulted in five new projects being added to 

           17     the proposed 2006 Priority List; Sage Trailer Park, Three T 

           18     Water Company, Moundhouse Steamboat Springs Water Works and 

           19     Jackpot. 

           20                 There was a change in the ranking procedure for 

           21     the 2006 Priority List.  As you know, the process for 

           22     ranking projects is detailed in the Administrative Code.  In 

           23     November of 2004 the State Environmental Commission adopted 

           24     revisions to the code that added a provision which allows 

           25     NDEP to consider any other factor other than those in the 
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            1     code in ranking, as long as the other factor is discussed in 

            2     the intended use plan established for the year in which the 

            3     Priority List is developed. 

            4                 In the 2006 intended use plan DEP identified 

            5     additional prioritization for arsenic projects.  Water 

            6     systems under a bilateral compliance agreement for 

            7     violations of the primary drinking water standard for 

            8     arsenic have been given a higher priority than those water 

            9     systems that have received or are eligible to receive an 

           10     exemption for arsenic. 

           11                 For those systems eligible for an exemption, 

           12     ranking of the projects was adjusted based on the arsenic 

           13     concentration with higher arsenic concentrations ranking 

           14     higher based on the exemption eligibility criteria in the 

           15     following order. 

           16                 One, the highest ranking, arsenic between 50 and 

           17     36 parts per billion, two, between 36 to 31, three, between 

           18     30 and 26, four between 25 and 21, five, between 20 and 16, 

           19     and six, between 15 and 11.  Within each of these groups the 

           20     ranking was based on populations with the higher populations 

           21     given higher ranking. 

           22                 DEP held a workshop on the proposed 2006 

           23     Priority List in Carson City on April 6, 2006.  The proposed 

           24     revised list, the notice of the workshop was sent to all 

           25     systems with projects on the list.  A public notice of the 
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            1     workshop was published in newspapers in Reno, Las Vegas, 

            2     Carson City and Elko. 

            3                 We did not receive any substantive comments at 

            4     the workshop.  Staff is recommending approval of the 2006 

            5     Priority List, and there is a resolution in your binder 

            6     approving the proposed Priority List.  That's all I have. 

            7                 MEMBER GOETSCH:  Can I bring up a point of 

            8     clarification, Mr. Chairman?  On that arsenic ranking on our 

            9     page 1 that goes one through six, isn't number one's intent 

           10     to say arsenic concentrations above 36 PPB or do we really 

           11     mean between 36 and 50, and then my question is what about 

           12     categories above 50? 

           13                 MS. BASHAM:  We really mean between 36 and 50 

           14     because above 50 they would be under a bilateral compliance 

           15     agreement which would rank higher than this. 

           16                 MEMBER GOETSCH:  Anything above 50 is under an 

           17     agreement? 

           18                 MS. BASHAM:  Yes. 

           19                 MEMBER SCOTT:  Where is the Three T Water 

           20     Company? 

           21                 MS. BASHAM:  It's in Washoe County.  I 

           22     understand it's sort of close to Bordertown.  I think John 

           23     Collins knows exactly where it is. 

           24                 MR. COLLINS:  It's actually on 395 north by Red 

           25     Rock Road where Red Rock Road heads off of 395 north of 
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            1     Stead. 

            2                 MEMBER SCOTT:  They rely on surface water? 

            3                 MS. BASHAM:  They have a spring that the Washoe 

            4     County District Health has deemed to be from surface water 

            5     and the system is in pretty bad shape. 

            6                 MEMBER SCOTT:  Yes.  They zoomed to the top. 

            7                 CHAIRMAN KRAMER:  The only one that I know for 

            8     sure should be reviewed I believe is the Fernley Utilities 

            9     one, there are more than 3500 customers.  It's closer to 

           10     4500 to 5,000 customers.  Somebody needs to review that and 

           11     check with the new public works director and find out what 

           12     it is because that's been like that for a long time. 

           13                 MS. BASHAM:  For the population served? 

           14                 CHAIRMAN KRAMER:  Yes, and the number of people.  

           15     The population up there is somewhere around 15,000 now, so 

           16     that's the only one I can speak to.  I don't know whether 

           17     that raises it or lowers it.  I just think it should be 

           18     checked. 

           19                 MS. BASHAM:  I don't think it will affect this 

           20     ranking, but we can correct this. 

           21                 CHAIRMAN KRAMER:  I think it should be.  That's 

           22     the only one like I said that I know of.  Is there any other 

           23     discussion concerning the priority list from any of the 

           24     Board Members?  Anybody from the public?  Everybody's quiet 

           25     today.  That's good.  Do we have a motion to approve the 
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            1     priority list? 

            2                 MEMBER SCOTT:  Mr. Chairman, I would make a 

            3     motion to approve a resolution designated the year 2006 

            4     Project Priority List Drinking Water State Revolving Fund, 

            5     Division of Environmental Protection, pertaining to the 

            6     determination by the Board for Financing Water Projects of 

            7     the state of Nevada to approve the priorities for 

            8     determining which water systems will receive money from the 

            9     account of the revolving fund as required in Nevada Revised 

           10     Statute 445A.265, paragraph 3, making certain findings of 

           11     fact and providing other details in connection therewith. 

           12                 MEMBER GOETSCH:  Second. 

           13                 CHAIRMAN KRAMER:  We have a motion and second.  

           14     Is there further discussion from the Board?  Audience?  

           15     We'll vote on the motion.  All those in favor signify by 

           16     saying aye.  Opposed?  Motion carries. 

           17                 (The vote was unanimously in favor of motion.)

           18                 CHAIRMAN KRAMER:  The second item under C is 

           19     discussion and possible approval of loan commitment to Sun 

           20     Valley GID. 

           21                 MS. BASHAM:  Agenda item C-2 is discussion and 

           22     possible approval of loan commitment to Sun Valley GID.  The 

           23     GID has identified more than 13 million of needed capital 

           24     improvements to the water system.  The Sun Valley project is 

           25     listed number 29 on the year 2006 Priority List which was 
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            1     just approved by the Board.  The Division has determined 

            2     that water projects ranked above this project are not ready 

            3     to proceed and can be bypassed. 

            4                 Projects ranked above Sun Valley on the Priority 

            5     List were notified of DEP's intent to bypass them and given 

            6     30 days to object or comment.  DEP has not received any 

            7     objections from those being bypassed. 

            8                 Staff is recommending a loan for nine million to 

            9     Sun Valley rather than the full 13.4 million because of the 

           10     limited capacity of the State Revolving Fund.  Sun Valley is 

           11     a community nestled in the picturesque valley located 

           12     approximately two miles north of Reno in Washoe County.  The 

           13     Sun Valley General Improvement District was established in 

           14     1967 as the valley's water and sanitation district.

           15                 In 2006, the GID developed a capital improvement 

           16     program based on two engineering reports which provided a 

           17     comprehensive and thorough update and evaluation of the 

           18     condition, operation and status of the water infrastructure.  

           19     The Sun Valley water system buys water wholesale from the 

           20     Truckee Meadows Water Authority. 

           21                 The sole point of supply to the Sun Valley water 

           22     system is the main pump station.  The main pump station has 

           23     a delivering capacity of 3600 gallons per minute which is 

           24     the amount of water that the Truckee Meadows Water Authority 

           25     currently can commit at this location. 
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            1                 The water system facilities include pump 

            2     stations, storage, transmission and distribution.  The 

            3     proposed project includes three components; a second 

            4     wholesale delivery point, three new storage tanks and 

            5     transmission and distribution system improvements. 

            6                 The proposed second wholesale water delivery 

            7     will provide 1100 gallons per minute from Truckee Meadows 

            8     Water Authority's Golden Valley facility.  The TMWA will be 

            9     making improvements to their current water delivery system 

           10     feeding Golden Valley and the Stead area. 

           11                 Sun Valley GID has indicated to TMWA that they 

           12     plan to participate in these improvements and pay their 

           13     prorated share of the delivery costs.  Delivery of the water 

           14     to Sun Valley will be at a metered controlled station to be 

           15     constructed at the intersection of Golden Valley Road and 

           16     Spearhead Way.  A 16-inch diameter water transmission main 

           17     will be constructed from that intersection to a new 1.1 

           18     million gallon storage tank located north of 7th Avenue. 

           19                 The second wholesale water delivery point will 

           20     provide redundancy to the water source.  As it is now, 

           21     should anything ever happen to the main pump station the 

           22     entire Sun Valley area would be out of water. 

           23                 The three new storage tanks consist of a 1.5 

           24     million gallon tank identified as the 7th Street tank, a one 

           25     million gallon storage tank adjacent to the existing Chimney 
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            1     water storage tanks, and a 1.1 million gallon tank as part 

            2     of a second wholesale water delivery point currently 

            3     referred to as the 5311 tank.

            4                 The transmission and distribution system 

            5     improvements are divided into two elements.  The first 

            6     element is associated with the second wholesale water 

            7     delivery point, and the second element is associated with 

            8     making improvements to the existing distribution system. 

            9                 Several alternatives to the second wholesale 

           10     delivery point were evaluated, including increasing the 

           11     pumping capacity at the main pump station.  This alternative 

           12     is not feasible because the pump station is at capacity 

           13     considering supply requirements for existing and committed 

           14     future connections. 

           15                 Connection to TMWA or Washoe County through 

           16     Spanish Springs was also considered.  For this alternative 

           17     the pumping distance is 10,000 feet or more just to deliver 

           18     water to the east side of the GID.  The opportunity to 

           19     obtain water from a second wholesale point through Golden 

           20     Valley is the best option. 

           21                 The proposed Sun Valley project is eligible for 

           22     a categorical exclusion from the environmental review 

           23     process.  Notice of the categorical exclusion determination 

           24     was published in the Reno Gazette-Journal on March 30th, 

           25     2006.  It was also circulated through the Nevada State 
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            1     Clearinghouse and sent to a mailing list.  To date no 

            2     comments have been received.  Therefore, categorical 

            3     exclusion can be granted. 

            4                 Sun Valley GID has the financial capability to 

            5     handle the loan.  The debt management committee has approved 

            6     Sun Valley for 14 million in general application bonds.  In 

            7     the general obligation bond the full faith and credit of the 

            8     district are irrevocably pledged. 

            9                 As of April 20th, 2006, the Drinking Water State 

           10     Revolving Fund carries a balance of $21,121,479 in cash and 

           11     grants accessible to be drawn.  The unobligated balance that 

           12     is available to be committed to new loans is currently 

           13     $2,470,187. 

           14                 Within days the program will be receiving our 

           15     2006 allocation of federal funds, so I've been told.  This 

           16     grant and its required match will provide another eight 

           17     million sufficient to fund the Sun Valley request for nine 

           18     million and retain another 1.5 million for additional 

           19     projects. 

           20                 In the next year the program will receive 

           21     additional funds that will provide approximately 14 million 

           22     for project funding.  Between continuing grants and 

           23     repayments on existing loans SRF has developed the capacity 

           24     to fund between 12 and 15 million in projects. 

           25                 Staff is recommending that the Board approve the 
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            1     loan commitment in the amount of nine million to Sun Valley.  

            2     Attachment 3 is the resolution approving the loan 

            3     commitment.  The loan will be for a term not to exceed 20 

            4     years at an annual interest rate of 66 percent of the 

            5     appropriate bond buyers' index at the time the loan contract 

            6     is signed.  The Division and Sun Valley will negotiate the 

            7     terms and conditions of the loan agreement. 

            8                 And I wanted to make one final comment, that the 

            9     project you probably noticed in your write-up, that the 

           10     project does include some elements of future growth and the 

           11     SRF does allow to fund a reasonable amount of future growth, 

           12     so it is allowable. 

           13                 We do have the project representatives here. 

           14                 CHAIRMAN KRAMER:  I think what I'd like to do is 

           15     have the applicants come to the table and then as soon as 

           16     they're at the table, if the Board has questions of staff, 

           17     ask them of staff and then we'll talk to the applicants.  So 

           18     would the applicants please come to the table.  Could you 

           19     state your name for the record, please? 

           20                 MR. COLLINS:  My name is John Collins and I 

           21     reside -- my place of business is 28 Vine Street, Reno, 

           22     Nevada, 89503 is the zip code. 

           23                 MS. LANGS:  Diana Langs, general manager the Sun 

           24     Valley GID, 5000 Sun Valley Boulevard. 

           25                 CHAIRMAN KRAMER:  Now, does the Board have any 
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            1     questions of staff before we talk about this? 

            2                 MEMBER GOETSCH:  I do, Mr. Chairman.  I'd like 

            3     to know a little bit more.  I'm the newest member of the 

            4     Board, so for Adele's sake to bring me up to speed a little 

            5     better, as I read through this it appeared to me that in the 

            6     write-up, it stated clearly that there were different phases 

            7     in this, but on page 2 of our staff report in the 

            8     description of the project under the three phases, new 

            9     wholesale delivery point, the new storage tanks appeared to 

           10     me to be growth related, and then the third point was 

           11     transmission distribution improvements.  That looks like 

           12     it's fixing the current system. 

           13                 On the other page where it says there are two 

           14     main elements to this project, one is transmission and main 

           15     pump improvements and the other is distribution system, 

           16     again it appeared to me to be very much almost evenly split 

           17     between almost a doubling of the capacity of the system and 

           18     repair of the existing system.  I just want to clarify from 

           19     the staff that this fund is applicable and is allowable to 

           20     fund new growth and not repair existing systems. 

           21                 MS. BASHAM:  Yes.  The second wholesale point 

           22     does include additional capacity for the future, but it's 

           23     also needed for the existing customers to provide a 

           24     redundancy because they only have one point where they get 

           25     water into the system right now.  If something were to 
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            1     happen to that point, then they would be out of water, so it 

            2     serves two purposes. 

            3                 There is a table that shows the current and 

            4     projected service connections but you don't know exactly how 

            5     much the future is going to hold, but the current 

            6     residential connections is 5800 and I've heard the number 

            7     six to 700 is on the drawing board right now for new 

            8     residential connections, and the only restriction in the SRF 

            9     is you cannot spend money on projects that are entirely for 

           10     new growth, but projects that serve both existing customers 

           11     and some new growth is allowable. 

           12                 MEMBER GOETSCH:  Thanks. 

           13                 CHAIRMAN KRAMER:  Any other questions of staff 

           14     by the Board?  I'd like to open it up for questions from the 

           15     Board to the applicant or lets let the applicant make a 

           16     short presentation or whatever they want to do. 

           17                 MR. COLLINS:  We're comfortable with what 

           18     Ms. Basham has presented as far as the district case, so 

           19     we'll be here to answer any questions the Board may have. 

           20                 MEMBER SCOTT:  I hate to see John go without 

           21     having to answer a few questions.  The 13 million is now 

           22     down to nine.  Does that leave you with a viable project 

           23     because of cash flow I think in the SRF?  Are you able to do 

           24     what you need to do at that level? 

           25                 MR. COLLINS:  Yes, we are. 
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            1                 MEMBER SCOTT:  I assume from your debt repayment 

            2     that you don't have other debt at this time? 

            3                 MS. LANGS:  We just have sewer debt.  We do not 

            4     have water debt. 

            5                 MEMBER SCOTT:  Presumably connection fees would 

            6     be one of the means that you would use to repay? 

            7                 MS. LANGS:  Yes, we raised them significantly. 

            8                 MR. COLLINS:  Right now the way the debt is 

            9     structured, they have raised their charges to existing 

           10     customers by $4.12.  That generates approximately $290,000 a 

           11     year which will represent approximately half of the debt 

           12     service and the other half will have to be collected through 

           13     connection fees.  And the board is aware that they will have 

           14     to monitor the amount of connection fees and if they don't 

           15     generate the projected number, they will have to come back 

           16     and raise the amount on the existing customers to break it 

           17     up. 

           18                 MEMBER SCOTT:  As a follow up on Brad's comment, 

           19     I don't have a huge problem with providing increments for 

           20     growth, but I think it's critical that the Board know and 

           21     implement the recapture through the connection fees because 

           22     if you can set that today from a developer's perspective, 

           23     the connection fee is a real cheap way to help finance and 

           24     at the same time get reimbursement on obviously some fairly 

           25     significant debt service. 
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            1                 That's all I have, Mr. Chairman. 

            2                 CHAIRMAN KRAMER:  Any other Board Members?  Are 

            3     we ready for a motion? 

            4                 MEMBER ZIMMERMAN:  Mr. Chairman, I'll make a 

            5     motion to approve the resolution designated the 5-2006 Sun 

            6     Valley General Improvement District water project loan 

            7     commitment resolution pertaining to the determination by the 

            8     Board for Financing Water Projects of the state of Nevada to 

            9     approve a loan commitment for the purpose of financing 

           10     certain projects, making certain findings and providing 

           11     other details in connection therewith. 

           12                 And the amount is a total of $9 million. 

           13                 CHAIRMAN KRAMER:  Is there a second? 

           14                 MEMBER GOETSCH:  I'll second. 

           15                 CHAIRMAN KRAMER:  We have a motion and second.  

           16     Is there any further discussion on the issue?  Is there any 

           17     discussion from the audience or the applicants? 

           18                 MS. SIEFERT:  I had a question of the applicant.  

           19     On the transmission main coming from TMWA, how far back in 

           20     their system -- I mean, can they supply water in two 

           21     different ways to these two different connections, or is 

           22     this new main just another takeoff from the main that's 

           23     serving you currently? 

           24                 MR. COLLINS:  No.  The second wholesale point 

           25     will be coming off of improvements that are being 
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            1     constructed that serve the Stead area which comes -- 

            2     basically it's coming out of their main water treatment 

            3     plant but it splits at Rancho San Rafael.  Rancho San Rafael 

            4     is where the improvements will start to be made to come into 

            5     the Stead area.  The other main feed currently comes out of 

            6     the Sparks and Reno area, Glendale area, so there will be 

            7     two separate main feeds. 

            8                 CHAIRMAN KRAMER:  Any further questions?  We 

            9     have a motion on the floor and a second.  Hearing no more 

           10     comment, we'll vote on the motion.  All those in favor 

           11     signify by saying aye.  Opposed?  Motion carries. 

           12                 (The vote was unanimously in favor of motion.)

           13                 CHAIRMAN KRAMER:  Can you stay for a minute?  I 

           14     wanted to go on to item E.  That is recognizing George 

           15     Ball's service as a Board Member and that's why I wanted to 

           16     you stay, John, for a minute.  This is a tough one for me.  

           17     I've known George and he's been here since 1985 when I first 

           18     came to the city of, now city of Fernley.  We were looking 

           19     for an engineer and George is the person that stepped up and 

           20     was with us for close to 20 years. 

           21                 Everybody in this room knows George Ball 

           22     probably and I think most people would say that he's the 

           23     ultimate professional in this business and he's an 

           24     engineer's engineer.  I remember the first major project 

           25     that we had in Fernley, he drug me up to John Collins' 
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            1     office and I met John for the first time.  Boy, this was a 

            2     big boy.  He was running the whole thing for Washoe County. 

            3                 John helped us out a lot.  John has known George 

            4     and is a personal friend of his for many, many years.  I 

            5     don't know of anybody in the professional business that he 

            6     works in that's ever said very many bad words about George. 

            7                 I asked him in a tough time whether he would sit 

            8     on the Board and he jumped at it and we all have enjoyed him 

            9     being on the Board and we're going to miss him. 

           10                 In that respect, George, if you'd come forward, 

           11     the Board would like to present you with a plaque.  The 

           12     plaque reads, "To George Ball, Member of the Board for 

           13     Financing Water Projects recognizes your five years of 

           14     dedicated service to the citizens of Nevada by providing 

           15     much needed assistance to water systems".  And it says on 

           16     the bottom here, "And always keep your sheets in God's 

           17     wind". 

           18                 (Applause.)

           19                 CHAIRMAN KRAMER:  I appreciate those in 

           20     attendance for allowing us to go to E.  We'll go back to D 

           21     now which is the arsenic update and I think that's Dana, 

           22     right? 

           23                 MR. PENNINGTON:  I guess we can start the update 

           24     off by saying that the Bureau of Safe Drinking Water does 

           25     not have at this time recalculated estimated costs for 

                                               26

                                CAPITOL REPORTERS (775) 882-5322

            1     arsenic treatment in this state.  We're still working on 

            2     that and hope to provide you that in the next meeting or 

            3     two. 

            4                 There's a meeting in Cincinnati later this year, 

            5     I believe in August, that the U.S. EPA will be dispensing 

            6     information on some projects that they've had out over the 

            7     past few years and we're hoping that date will be a good 

            8     starting point for some of our estimates to try to maybe 

            9     refine it.  So we won't be able to provide you with that at 

           10     this meeting. 

           11                 If you look at this summary page under item D, 

           12     you'll notice that there's about 84 systems here listed that 

           13     are all public water systems that most likely are going to 

           14     exceed that ten parts per billion for arsenic.  64 of those 

           15     are community and 20 are nontransient, noncommunity systems. 

           16                 I guess the noticeable thing here for you folks 

           17     to be aware of is that 31 of those systems are publicly 

           18     owned.  So those are systems that would be grant eligible.  

           19     Of course I think all of these would be SRF eligible 

           20     depending upon the circumstances. 

           21                 What's going on with the exemptions?  Well, at 

           22     this time we have received about 65, I know it says -- well, 

           23     if you add it up it says 63 but Bert told me he'd received a 

           24     couple in the last couple days, so there's about 65 

           25     exemption requests that we've received. 
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            1                 Bert's gone through and taken a look at all 

            2     those and is really happy with 30 of them or so.  The rest 

            3     have a few, there's some missing data that we need to 

            4     require from some of the water systems that submitted those.  

            5     So we're in the process of doing that right now and we 

            6     anticipate that by about September when the State 

            7     Environmental Commission will meet, that we'll have all of 

            8     those hopefully and we'll be able to present all of those at 

            9     that time for approval of the exemptions. 

           10                 The exemptions will be granted until January 

           11     2009.  That's as long as they can be granted for.  If the 

           12     systems have lower levels of arsenic and meet certain 

           13     requirements, they may be able to get extensions at that 

           14     date if they can present to the SEC that they have been 

           15     trying to make progress towards compliance with arsenic and 

           16     they need some additional time. 

           17                 There are very few of these systems that are 

           18     going to fall into what's called the bilateral compliance 

           19     agreement.  Actually there will just be a few of those, 

           20     several that are going to be probably processing for a 

           21     bilateral compliance agreement and there may be a few if 

           22     they do not submit an exemption request that fall into that 

           23     category.  

           24                 We can't really anticipate that right now, but 

           25     we know there's some systems that currently haven't 
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            1     submitted and we haven't heard anything from them and we've 

            2     been in contact with them and trying to move them along, but 

            3     there could be some other BCAs that result from systems that 

            4     don't apply for exemptions. 

            5                 I guess what I want to leave you with is there's 

            6     31 of these systems out there.  I don't have a list of 

            7     those.  If you want additional information we can provide 

            8     that at the next meeting, who are those systems, what size 

            9     systems are they and so on.  They're not the real large 

           10     systems, I can tell you that. 

           11                 Also, there are some systems out there that have 

           12     some treatment plans and I have a list of those and they're 

           13     in the process right now of trying to get their systems into 

           14     compliance.  They're about half and half on the community 

           15     and NTNC, primarily mines throughout the state that are 

           16     applying technology to come into compliance, and also 

           17     there's some systems that are also utilizing what's called 

           18     an alternative monitoring plan, meaning they can actually 

           19     meet compliance with running the annual average without 

           20     treatment.  So there's several of those too. 

           21                 Are there any questions on arsenic that I can 

           22     answer possibly? 

           23                 MEMBER SCOTT:  One question, Dana.  There are 

           24     some bilateral compliance agreements in effect but they 

           25     don't apply to above 50 parts, like Fernley I know has one.  
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            1     Maybe they're not above 50, I don't know. 

            2                 MR. PENNINGTON:  They vary.  Sometimes they're 

            3     above 50. 

            4                 MEMBER SCOTT:  I guess the six -- who do we 

            5     have? 

            6                 MR. PENNINGTON:  I'll read them off to you.  

            7     Ember Mobile Manor which is a small 23-connection system in 

            8     Fallon, arsenic is 260 or something.  They're on a BCA.  We 

            9     had to give them I believe it was a six-month extension to 

           10     the BCA. 

           11                 The place has recently been sold to a local 

           12     businessman who intends to take the property and annex into 

           13     the city and get city water service.  So that's going away, 

           14     there won't be an issue --

           15                 CHAIRMAN KRAMER:  That's cool. 

           16                 MR. PENNINGTON:  -- from our standpoint. 

           17                 MEMBER GOETSCH:  I don't think the city is on 

           18     board with that, but that's interesting. 

           19                 MR. PENNINGTON:  That's the story I'm getting 

           20     from the owner.  Spring Creek Mobile Home Park, it's not 

           21     really a mobile home park, it's in Elko County, it's part of 

           22     Spring Creek Utilities which is a privately owned water 

           23     system. 

           24                 MEMBER SCOTT:  They're above 50? 

           25                 MR. PENNINGTON:  They have a well or two and the 
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            1     high average is about 52.  Then there's Fernley, we have the 

            2     high average at 58 but I know that actually goes down below 

            3     50 on some quarters, so they're currently under a bilateral 

            4     compliance agreement with a January 2009 compliance date. 

            5                 You're all aware I think of the Manhattan Water 

            6     System.  I know there's been discussions here about 

            7     Manhattan.  We have them as a high average of 51 which 

            8     technically didn't exceed the old arsenic limit. 

            9                 The Shoshone Water Company is the original name 

           10     of the water company that served Round Mountain.  They are 

           11     no longer a public water system.  There's not enough people 

           12     there to be a water system, so they're declassified.  They 

           13     won't be entering into any compliance agreements with us. 

           14                 And then there's Sage Trailer Park in Washoe 

           15     County that already has arsenic and nitrate issues and 

           16     there's some management problems out there at that facility 

           17     and the Washoe County Health District at this point in time 

           18     is probably not going to issue these folks a permit to 

           19     operate a mobile home park.  So I don't know just where that 

           20     will end up but it could be that these guys may not be a 

           21     water system. 

           22                 That's who those BCA people are right now but 

           23     there could be a few more that come in from systems that are 

           24     kind of nonresponders that don't seek the exemption. 

           25                 CHAIRMAN KRAMER:  Any further questions? 
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            1                 MEMBER GOETSCH:  I have a couple of questions 

            2     just based on that.  The mobile home parks continue to be a 

            3     real challenge and a problem kind of statewide and for this 

            4     Board specifically.  A lot of them have small private 

            5     systems that don't meet. 

            6                 A number of them have tried to annex in the 

            7     city, not just Fallon but other cities, but the cities don't 

            8     want them because of the difficult and costly change of 

            9     bringing in a mobile home park because the customers 

           10     sometimes can't pay the real bill that's got to be paid, so 

           11     you've got to augment that and make it work in some cases. 

           12                 The other issues to come along with annexing a 

           13     small or a large mobile home park most cities don't want to 

           14     deal with, so they leave them stuck out in the county.  The 

           15     counties either don't have systems or have isolated systems 

           16     and may not be able to reach some of those mobile home 

           17     parks, so that's a real difficult issue that we're going to 

           18     continue to struggle with.  

           19                 And the particular one you mentioned, it's 

           20     interesting to me because the city has taken a hard stance 

           21     multiple times and told them of the seven mobile home parks 

           22     that have asked the city to annex, the city has adamantly 

           23     said they will not.  That puts the county or this Board in a 

           24     spot that they either have to build a pipeline that's five 

           25     or six miles long to reach 30 people in a mobile home park 
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            1     or it leaves us having to waive or grandfather them in, but 

            2     in 2009 they go away.

            3                 MR. PENNINGTON:  In this case with Ember it goes 

            4     away around June.  I do know it's been sold.  The owners who 

            5     are nice people, very forthright, say the new owner will be 

            6     seeking that hookup.  Now, I know it's developable property, 

            7     there may be some other use for the property.  I don't know 

            8     the plans the new owner has. 

            9                 MEMBER GOETSCH:  That raises the another issue 

           10     so the Board is aware of that.  When a mobile home changes 

           11     hands or an issue like this happens, they say no one is 

           12     willing to help them fix the water problems.  The plan seems 

           13     to me just telling them to move somewhere else and close it 

           14     and no longer use it as a mobile home park.  Most counties 

           15     in Nevada have ordinances that say if you have a mobile home 

           16     that's beyond a certain age it can't be placed or replaced 

           17     in a county.  If you've got a mobile home that's beyond 15 

           18     or 20 years old it's considered to be a piece of junk and 

           19     it's not allowed to be moved to another site in a county. 

           20                 So by not bringing them into compliance by 

           21     condemning them to be a closed mobile home park you're 

           22     actually kicking those people into a homeless situation.  So 

           23     it's a very difficult situation to work with and these are 

           24     some of those mobile homes.  Most mobile homes are owned by 

           25     the people residing in them, they are mostly beyond the age 
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            1     which they can be moved, so if you don't fix the water 

            2     system you condemn them to be homeless on the street is 

            3     basically what happens.  So it's something that I think 

            4     we're going to have to continue to wrestle with. 

            5                 In that vein, when the national meetings come 

            6     up, is the state of Nevada looking at and continuing to ask 

            7     the question on the ten parts per billion, is that the right 

            8     number?  As this Board is aware, a number of the water 

            9     systems we're considering including at the very last meeting 

           10     are in the under 20, 12, many times it's 12, the test itself 

           11     is a plus or minus two tests.  So if somebody is at 12 parts 

           12     per billion, we're forcing them to come into compliance at a 

           13     high cost to this Board.

           14                 MR. PENNINGTON:  The actual methodology is down 

           15     to 3. 

           16                 MEMBER GOETSCH:  Again, I think it was 

           17     Searchlight last time and we'll deal with some in Churchill 

           18     County and others that are showing 11, 12 or 13 parts per 

           19     billion that we're forced to spend the money on and build 

           20     treatment plants. 

           21                 My question there is are we as an organization 

           22     and is the State as an organization looking at those studies 

           23     and looking at those issues, not just the cost, that's not 

           24     the issue, but even in the health studies that were quoted 

           25     by the legislature when they imposed the ten parts per 
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            1     billion, their studies showed that the populations that have 

            2     low doses of arsenic under 20 were actually healthy or 

            3     healthier than populations that had no arsenic. 

            4                 Is there any formal pursuit of examining the ten 

            5     parts per billion? 

            6                 MR. PENNINGTON:  No.  That comes straight from 

            7     the federal government.  It's adopted here and that's our 

            8     law.  If they change it to 20, we'll have to change it to 

            9     20. 

           10                 MEMBER GOETSCH:  So are the states though 

           11     actively pursuing that, a request from our state? 

           12                 MR. PENNINGTON:  We don't have the resources to 

           13     pursue it is the answer. 

           14                 MEMBER GOETSCH:  That's a good answer I guess. 

           15                 CHAIRMAN KRAMER:  The issue is Dana's 

           16     department.  The department that Dan works in will work to 

           17     bring these two trailer parks, ask them what are you going 

           18     to do?  When they come to us, that's when we will have to 

           19     ask what are we going to do.  Right now we don't have much 

           20     to say about it until they do come. 

           21                 MEMBER SCOTT:  The private ones can't come to 

           22     us. 

           23                 MR. PENNINGTON:  Here in the case of Ember 

           24     they've tried several different technologies and none of 

           25     them worked, so 20 is kind of a moot point.  What do you do?  
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            1     In other counties, point of use may work and it makes it 

            2     pretty affordable. 

            3                 There's an option there.  But we don't design 

            4     water systems for public water systems, engineers do.  We 

            5     look at their design, and if it meets the criteria, then we 

            6     approve them, but that's typical. 

            7                 MEMBER SCOTT:  Just if I could, as a little bit 

            8     of a follow up to Brad because it came to my mind when I was 

            9     looking at some of the ones that are coming to us later on 

           10     today and that is sort of the philosophical underpinning to 

           11     me of what we can do here in trying to encourage and support 

           12     consolidation of systems to make bigger systems, connection 

           13     of systems, operation of systems in sort of comprehensive 

           14     and for the future. 

           15                 It hit me when I was reading about Yerington, 

           16     the town of Mason is connected and they've got the GID 

           17     connected and there's an example to me of a system that is 

           18     probably going to grow and yet it's in pieces right now and 

           19     for various reasons it's administered separately or billings 

           20     are separate or debt service is different. 

           21                 But somehow I think we have to be supporting the 

           22     long-term picture of getting community systems integrated.  

           23     I just throw that out for what it's worth because I think it 

           24     fits in with what you're saying, Brad, and I think it's 

           25     broader than arsenic. 
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            1                 MR. PENNINGTON:  I think the Bureau of Safe 

            2     Drinking water concurs with that wholeheartedly because that 

            3     adds capacity right there.  You've got a system that has got 

            4     more resources and you have a better operating system in the 

            5     long run. 

            6                 MEMBER SCOTT:  And you get to the point where 

            7     you can afford somebody who operationally can run the thing.  

            8     It just makes a lot more sense in my mind. 

            9                 MS. BASHAM:  Can I make a comment about this 

           10     discussion?  The SRF has recognized for a few years that 

           11     these mobile home parks are a difficult situation and it's 

           12     taken us a couple years to get to the point that we're at 

           13     now, but I'm happy to say that we now are in a position to 

           14     implement what we're calling a disadvantaged program in the 

           15     SRF. 

           16                 What enabled us to do that was language that we 

           17     added to this year's intended use plan and money that we 

           18     reserved in our grant this year.  The program is intended 

           19     really for this problem with the mobile home parks and we 

           20     have a small amount of money that we've reserved that is 

           21     going to make the loan application procedure much more 

           22     streamlined. 

           23                 The motivation for me to create this was Pahrump 

           24     Mobile Home Park came to us with a good project to connect 

           25     to the utility which is right in their front yard.  It 
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            1     wouldn't cost a whole lot of money and they went through the 

            2     whole loan application process and we were not able to feel 

            3     comfortable with their creditworthiness so we couldn't give 

            4     them a loan. 

            5                 So what we're going to do in this program is 

            6     we're not going to be as concerned about creditworthiness, 

            7     we're going to offer zero interest loans.  The target is 

            8     consolidation really, mobile home parks that have projects 

            9     that they want to connect and there has to be a health 

           10     concern with the system. 

           11                 MEMBER SCOTT:  That's great. 

           12                 CHAIRMAN KRAMER:  I'd like to move along to keep 

           13     on schedule here today a little bit to item F if it's okay 

           14     with the Board, public comment on the Metropolis Irrigation 

           15     Project. 

           16                 MS. STAMATES:  This is Metropolis. 

           17                 CHAIRMAN KRAMER:  Michelle has some issues she 

           18     wants to bring up before we have their representatives come 

           19     up before the Board. 

           20                 MS. STAMATES:  We have several senior water 

           21     rights holders that have property downstream of the 

           22     Metropolis Dam that's also called the Bishop Creek Dam and 

           23     these gentlemen in this case were not aware of the Board 

           24     meeting in January of 2006 and requested the opportunity to 

           25     make a brief public comment at this meeting. 
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            1                 The concerns expressed by these individuals as 

            2     you can see in your packets regard water rights and water 

            3     availability.  The Division of Water Resources will address 

            4     any water rights issues as well as dam safety for this 

            5     project. 

            6                 Water Resources reviewed the documents submitted 

            7     by Mr. Howell and provided their comments.  You have those 

            8     in your packet as well.  The Board will take no action on 

            9     this item at this meeting.  Staff recommends that the Board 

           10     hear the public comments but not engage in any further 

           11     discussion of the project at this time. 

           12                 If the Board Members have particular questions 

           13     of the grantees or of the individuals here today staff 

           14     requests that those questions be sent to us and we will have 

           15     them answered and returned to you.  Mr. Howell, you will 

           16     have 15 minutes to make comments and respond to any 

           17     questions. 

           18                 Bryan, did you have anything you want to add? 

           19                 MR. STOCKTON:  No, I think that pretty much 

           20     covers it.  The reason there shouldn't be a lot of debate at 

           21     this point, it's public comment and not an action item, and 

           22     therefore, it doesn't give fair notice that the Board is 

           23     going to engage in any debate.  So the time to debate it is 

           24     when we have an action item on the agenda. 

           25                 CHAIRMAN KRAMER:  The next time we would have an 
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            1     action item as this project proceeds forward is when they 

            2     come back and request a grant for the construction.  That's 

            3     the time that we would ask them to take care of all those 

            4     questions.

            5                 MS. STAMATES:  Unless something else happens and 

            6     the grantee comes back before you for some other reason. 

            7                 CHAIRMAN KRAMER:  So at this time we have two 

            8     people from the Metropolis Irrigation Project.  Would you 

            9     come on up and we'd be happy to hear your public comments.  

           10     Would you state your name for the record, please? 

           11                 MR. CHRIS HOWELL:  My name is Chris Howell and I 

           12     am from the Howell Ranch in Star Valley approximately ten 

           13     miles as the crow flies from where the dam would sit.  As 

           14     Michelle stated, we are part of a group of owners that own 

           15     water rights that are below and senior to water rights on 

           16     the Metropolis Dam. 

           17                 There is one right from 1986 that the Metropolis 

           18     Irrigation District owns but was also part of the former 

           19     Knudson Ranch which is part of the downstream users and that 

           20     right is in litigation now as to ownership of that right.  

           21     Other than that, the rest of the water rights below the 

           22     Metropolis Dam are senior and actually most of them are 

           23     below our land. 

           24                 So as a group we are concerned about the future 

           25     of our water rights being able to be served if this dam is 

                                               40

                                CAPITOL REPORTERS (775) 882-5322

            1     in place.  Once again, there are about five other ranches 

            2     that are on this and they weren't available to attend this 

            3     meeting and have their comments heard because one of our 

            4     friends and fellow ranchers in the area, Billy Van Norman 

            5     passed away, just so you know it's not just a single 

            6     individual, it's more of a group trying to have their 

            7     information and their side of the argument heard. 

            8                 The main point that we'd like to have issued is 

            9     about the annual yield of this basin.  It's not a river, 

           10     it's a creek, it's not big, and when that dam was originally 

           11     in it took 50 years before that thing was filled to capacity 

           12     and then it burst. 

           13                 So we'd really like to have this Board at one 

           14     point look at this annual yield of this basin and move to 

           15     see what that is.  There was a study done in 1992 by the 

           16     Division of Wildlife that was very adamant in showing that 

           17     the annual yield is far less than what the PER that the 

           18     engineer presented to this Board. 

           19                 That came up to about an average of about 3800 

           20     acre feet per year with senior rights downstream equaling 

           21     almost 6700 acre feet.  So this is in a creek that is over 

           22     adjudicated and has trouble serving even the downstream 

           23     water right users on a good year.  So we'd like to just make 

           24     that point to be really heard that there's not enough water 

           25     to be damming it, lowering the water table for downstream 
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            1     water right users nine months out of the year and then 

            2     trying to serve them when they're 20 miles downstream of the 

            3     dam. 

            4                 I would just like to make a few other comments 

            5     on the letter that was sent back that we received from the 

            6     Division of Water Resources and there were a few points that 

            7     they brought up which are very valid.  The first one I'd 

            8     like to address is that order 1165 bases a lot of other 

            9     parts on this.  It is more than just saying that if we can't 

           10     serve the senior rights downstream we can keep the water up. 

           11                 It also bases on case number 1899, Carpenter 

           12     versus District Court and the Humboldt River Water Decree 

           13     and that's basically how -- it basically sets forth how the 

           14     dam can be used and how they have to serve the senior rights 

           15     before the junior rights. 

           16                 So we would just like to know on that end that 

           17     we can be able to get our water served to us if the dam is 

           18     built and that's our main point.  We're not here to tell you 

           19     not to build a dam.  We'd like to be able to have our water 

           20     rights served to us and not have to worry about losing 

           21     productivity on our hay fields and everything else because 

           22     we can't have the water that is our legal right. 

           23                 In the letter that I sent to you guys I showed 

           24     many different feasibility studies and water yield studies 

           25     that were in there.  There was one done by the Department of 
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            1     Ag that come up with an annual yield of 1100 acre feet, and 

            2     then the Division of Wildlife studied three different ways 

            3     of calculating annual yield that ended up with only an 

            4     average of about 3800 acre feet. 

            5                 The letter that the Division of Water Resources 

            6     responded to ours with, they suggested that the annual yield 

            7     be studied before this project moved on and I would suggest 

            8     to the Board as well that this be done before the project 

            9     went on.  I have talked to Michelle and she has told me that 

           10     the Board would like to come up sometime in July possibly to 

           11     view this project and I believe that would be a great 

           12     opportunity for you guys to see just what you're looking at. 

           13                 It's not a big basin, it's not a big creek and 

           14     there's just not as much water there as perceived.  I did 

           15     have a few questions and I don't know if I can maybe address 

           16     them to you and they can be answered later? 

           17                 MS. STAMATES:  I'd like them in writing from you 

           18     to present to the Board.  I think you can ask them here. 

           19                 MR. CHRIS HOWELL:  Why weren't the downstream 

           20     users ever notified of this project?  When the dam was in, 

           21     this dam was built in 1908 and it was functional for maybe 

           22     30 to 40 years.  At that time water never -- we never saw 

           23     it.  We never saw that water coming down the creek ever.  We 

           24     never saw -- the productivity our fields went down 

           25     completely. 
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            1                 So why weren't the downstream users ever part of 

            2     this and is this not part of the grant process for the 

            3     Metropolis Irrigation District to include us into this 

            4     process? 

            5                 Second, how did the engineering design come up 

            6     with this figure of 6700 acre feet of annual flow?  Like I 

            7     stated earlier, the annual flow numbers that I have found 

            8     throughout are much less, half.  Their number actually only 

            9     would serve the rights on the creek, that's it, and it 

           10     wouldn't have any amount for actual storage after that 

           11     point. 

           12                 And third, according to the engineering design 

           13     an additional 387 acres will be potentially irrigable from 

           14     this project and I'd like you to consider the cost benefit 

           15     of this project.  This project costs somewhere around $7.6 

           16     million, so you're gaining 376 acres but you're losing the 

           17     land under the water where the dam will back up, plus all 

           18     the production losses from the senior rights below that will 

           19     suffer because they won't see water. 

           20                 I know it looks good to help a community and 

           21     help these individuals up here that are next to the dam, but 

           22     it also is detrimental to many farmers and ranchers down 

           23     below the dam for this project, so I'd like the Board to 

           24     take that into consideration as well.  That's all I have. 

           25                 MR. WALT HOWELL:  My name is Walt Howell.  I'm a 
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            1     rancher in Star Valley.  All the ranchers downstream have 

            2     basically got together and are really concerned that we 

            3     weren't a part of this process.  We've been bypassed, we've 

            4     been kind of blindsided by this because we didn't find out 

            5     about it until this spring that it was even going on.  The 

            6     grantors never informed us or anything, so that's why we're 

            7     trying to play a little catch up here and find out what's 

            8     going on. 

            9                 CHAIRMAN KRAMER:  Well, this process today was 

           10     to hear your public comment on the project.  This Board when 

           11     it meets on awarding, if it awards, a grant for this project 

           12     will obviously want to take into account all the factors, 

           13     including your factors into their deliberation before they 

           14     make any determination as to whether this project gets 

           15     funded for the grant portion, and that's the way we're going 

           16     to go. 

           17                 We're going to listen to you.  The issues that 

           18     you brought up are issues that the Board wants to know about 

           19     but the Board will rely upon its staff and the different 

           20     departments that will furnish us that information.  So be 

           21     advised you're not going to be left out. 

           22                 We thank you for coming today and giving us your 

           23     points and stay in the loop, stay tuned and we'll see where 

           24     we're going to go here because your questions will have to 

           25     be answered, and that's what we have staff for and that's 

                                               45

                                CAPITOL REPORTERS (775) 882-5322

            1     what we have attorneys for, that's what we have the Water 

            2     Division for and that's why maybe this trip we want to take 

            3     in July would be very good. 

            4                 I was the one that said to the Board let's go 

            5     take a look at some of our projects in the field and the 

            6     Bishop Creek one looked interesting.  Okay?  We thank you 

            7     very much for bringing it to our attention. 

            8                 MEMBER GOETSCH:  Just as the Chairman just said 

            9     to staff, do we have the capability to ensure that the 

           10     downstream users get notification if this issue comes before 

           11     the Board again? 

           12                 MR. STAMATES:  Yes.  I have the list of names 

           13     according to their letter and those individuals will be 

           14     notified. 

           15                 MEMBER GOETSCH:  If we do make a field trip out 

           16     do we have the capability to see downstream users?

           17                 MS. STAMATES:  Mr. Howell and Mr. Howell said 

           18     yes. 

           19                 MR. CHRIS HOWELL:  I would encourage it.  Like I 

           20     said, it's 20 miles from the dam to the bottom right on the 

           21     creek, and it's interesting to see.  It's a creek, it's not 

           22     a river.  It was a scam to begin with to start this dam back 

           23     in 1908.  The water just isn't there to do it. 

           24                 CHAIRMAN KRAMER:  I have one other question of 

           25     staff.  Will we have any information from the applicant?  We 
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            1     need to have some information from the applicant, some 

            2     information before we make this trip as to what their 

            3     progress is, and to date --

            4                 MS. STAMATES:  To date the applicant has not 

            5     signed the funding agreement.  They're waiting for their 

            6     matching funds from NDOT. 

            7                 CHAIRMAN KRAMER:  So the project really hasn't 

            8     gone very much forward.  Bruce.

            9                 MEMBER SCOTT:  Just a request.  Michelle, if 

           10     this information hasn't been provided to the applicant --

           11                 MS. STAMATES:  It's been provided. 

           12                 MEMBER SCOTT:  Okay.  From my perspective I 

           13     would expect that staff would be able to not only review 

           14     this information in more detail, any supplemental 

           15     information that the Howells and their neighbors provide, as 

           16     well as responses or other information that might come from 

           17     Metropolis folks. 

           18                 MR. CHRIS HOWELL:  I do have one last thing. 

           19                 CHAIRMAN KRAMER:  Go ahead, sir. 

           20                 MR. CHRIS HOWELL:  Like I said, the Nevada 

           21     Division of Wildlife did a study, feasibility study for this 

           22     project back in 1992 and they did water analyses for a 

           23     couple years and they did the whole thing and I could get a 

           24     copy of that study.  It's a binder three inches thick that I 

           25     believe you guys would be very interested in seeing. 
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            1                 CHAIRMAN KRAMER:  If you want to do that we'd be 

            2     very happy to have it.  Would you see that it gets to 

            3     Michelle?  Because we'll be working with all the 

            4     departments, their input probably will be in that because 

            5     they're proposing a lake and fishing habitat, and so all 

            6     that information would be appreciated for staff. 

            7                 MR. CHRIS HOWELL:  Okay.  Well, thank you for 

            8     your time. 

            9                 CHAIRMAN KRAMER:  Thank you very much for 

           10     coming. 

           11                 Let's set a date for the next Board meeting in 

           12     August and then break if we can.  Can somebody propose 

           13     something? 

           14                 MS. STAMATES:  You have a calendar in your Board 

           15     book and since everybody is here right now this is a great 

           16     time to coordinate this. 

           17                 MEMBER SCOTT:  Are you trying to manage the 

           18     Board? 

           19                 MEMBER GOETSCH:  Does anybody know when school 

           20     starts? 

           21                 CHAIRMAN KRAMER:  You're not going to school 

           22     anymore. 

           23                 MEMBER GOETSCH:  But I've got two that are. 

           24                 MEMBER ZIMMERMAN:  I can only attend the week of 

           25     the 14th and the 21st. 
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            1                 MEMBER SCOTT:  Either of those weeks work for me 

            2     except for the 19th or the 22nd.  I'm going to be gone for a 

            3     long weekend on the 20th and 21st. 

            4                 MEMBER GOETSCH:  And I like the week of the 21st 

            5     better because I believe that my kids will be back in school 

            6     and I won't mess up any potential plans. 

            7                 MEMBER SCOTT:  How about the 23rd or the 24th? 

            8                 CHAIRMAN KRAMER:  Works for me. 

            9                 MS. STAMATES:  24th is a Thursday.  Is that an 

           10     issue for anyone?  I thought Wednesday was better for you. 

           11                 MEMBER GOETSCH:  Yes.  We could do the 

           12     Wednesday? 

           13                 CHAIRMAN KRAMER:  The 23rd. 

           14                 MEMBER ZIMMERMAN:  Yes. 

           15                 CHAIRMAN KRAMER:  We did that. 

           16                 (A short recess was taken.)

           17                 CHAIRMAN KRAMER:  Let's bring the meeting back 

           18     to order, please.  We're now on item H, capital improvement 

           19     grant program, H-1, letter of intent for grant application 

           20     for Lyon County - Moundhouse PER, $25,500.  The time is 

           21     eleven o'clock.  Let's go for it. 

           22                 MS. STAMATES:  That is a typo on our agenda.  

           23     It's $8500 will be the grant amount.  It's correct in the 

           24     financials.  I'm sorry, I made a typo on that.  We went back 

           25     and we worked with Moundhouse a little bit and with USDA and 
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            1     I'll make a comment on that. 

            2                 CHAIRMAN KRAMER:  This should go pretty quick. 

            3                 MS. STAMATES:  It's 8500.  First I'm going to 

            4     review their letter of intent.  The unincorporated community 

            5     of Moundhouse is located in Lyon County just east of Carson 

            6     City.  The Moundhouse residential and industrial areas were 

            7     developed in the early 1960s.  The water utility was 

            8     developed in conjunction with the subdivision of land and 

            9     the creation of residential and industrial parcels and 

           10     expanded as lots were developed. 

           11                 Lyon County Utilities received an AB 198 grant 

           12     in March of 2001 for water system improvements that included 

           13     the construction of a new steel water storage tank in the 

           14     Linehan Canyon area, Significant piping in that same area, 

           15     also in the Calcite, Jeanette and Redrock areas, fire 

           16     hydrants, PRV stations, service connections and wellhead 

           17     protection. 

           18                 The project was completed and went into service 

           19     just this last year, in 2005.  This first project was 

           20     considered to be the necessary upgrades for the system's 

           21     backbone.  The utility will begin funding a capital reserve 

           22     account in accordance with the Board's policy on 

           23     depreciation in the year 2006. 

           24                 Additional storage for the eastern part of the 

           25     system, replacement of a large number of two-inch water 
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            1     mains, as well as booster pump upgrades, are all still 

            2     necessary to correct system deficiencies. 

            3                 The Division ranked this project as a class 3 

            4     water project intended to address deteriorated, substandard 

            5     or inadequate conditions in a public water system.  The 

            6     water rates for Moundhouse are $31.22 for the first 5,000 

            7     gallons.  Above 5,000 gallons the cost is $3.54 per thousand 

            8     gallons.  So therefore, a customer using 22,000 gallons a 

            9     month would pay $91.40. 

           10                 A reasonable water rate based on 1.5 percent of 

           11     the median household income, and that income is $40,699, 

           12     would be $50.87 per month for the residential users of 

           13     Moundhouse.  So the water rates they're paying today are 

           14     approximately 2.7 percent of the MHI, the median household 

           15     income. 

           16                 An initial preliminary engineering report for 

           17     the Moundhouse water system was completed in August of 2000.  

           18     A basis of design report that expanded upon and updated the 

           19     PER was completed in September of 2001.  A water system 

           20     master plan was also recently completed for the Moundhouse 

           21     and Dayton areas.

           22                 It appears that many of the necessary updates 

           23     for the existing water system are known, but the master plan 

           24     is not in the format prescribed by the USDA, and this is the 

           25     institution they're looking at going to for matching funds.  
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            1     An updated PER is necessary as a component for the utility 

            2     to apply for funding from the USDA. 

            3                 Staff is recommending approval of the letter of 

            4     intent subject to the conditions given.  The grant amount 

            5     should not exceed $8500 or 85 percent of what staff says is 

            6     the eligible project costs estimated to be $10,000. 

            7                 There are no requirements for this grant program 

            8     that make an environmental report necessary and staff does 

            9     not recommend funding of $5,000 for an environmental report.  

           10     It is the district's responsibility to manage this project 

           11     in a cost efficient manner to achieve project completion on 

           12     time and in budget. 

           13                 Staff's conditions include, 1, the PER is 

           14     subject to the applicable portions of the quality control 

           15     check list developed by the Infrastructure for Nevada 

           16     Communities' Working Group, and that's our comments. 

           17                 CHAIRMAN KRAMER:  We have the applicants.  Would 

           18     the applicants please come up?  Are there any questions for 

           19     staff from the Board Members concerning this PER before we 

           20     hear from the applicants that are coming up? 

           21                 MEMBER SCOTT:  Michelle, just so I understand, 

           22     based on the input from USDA, the estimated cost was 

           23     $15,000.  You determined that you don't think an 

           24     environmental report is necessary and that was 5,000 of the 

           25     15? 

                                               52

                                CAPITOL REPORTERS (775) 882-5322

            1                 MS. STAMATES:  In discussions that appeared to 

            2     be the amount of the 15 that we heard.  The USDA, we did 

            3     talk to them and so did the applicant and they did indicate 

            4     that given all the preexisting information, a good update, a 

            5     well-completed update would be acceptable and that did lower 

            6     what the applicant believes will be the cost of this 

            7     document.  We don't require an environmental, a separate, 

            8     lengthy environmental report be done. 

            9                 MEMBER SCOTT:  I understand that, but I want 

           10     first of all to understand how we got from 15,000 to 8500 

           11     and I think I understand that. 

           12                 The second thing that sometimes happens not from 

           13     our requirements but if there's a BLM right of way or 

           14     easement, sometimes it becomes a requirement of the project 

           15     even though it doesn't come from us.  So that's probably 

           16     more a question for the applicant, Mr. Chairman.  So I'll 

           17     stop now and we can go to the applicant. 

           18                 CHAIRMAN KRAMER:  Any other questions of staff 

           19     by any of the Board Members?  Would you guys state your 

           20     names for the record? 

           21                 MR. WORKMAN:  Mike Workman, utilities director, 

           22     Lyon County. 

           23                 MR. FARR:  I'm Brent Farr with Farr West 

           24     Engineering. 

           25                 MR. WORKMAN:  Thanks for the opportunity to 
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            1     address the Board today.  I've been the utilities director 

            2     at Lyon County for roughly two years.  Moundhouse has been a 

            3     main concern of myself and my staff since I've been there. 

            4                 As you're probably aware, it was a private 

            5     system that was built by a developer a number of years ago, 

            6     and quite honestly was put together with electrical conduit, 

            7     bailing wire and a few radiator hoses.  The grant that we 

            8     received, $2.9 million a few years ago, improved roughly a 

            9     third of the system and provided some additional storage and 

           10     booster pumps. 

           11                 What we're faced with now is two thirds of the 

           12     remaining system is still grossly inadequate for potable 

           13     use.  A series of two-inch, three-inch pipes, nonlooped 

           14     system, in many cases no valves within the entire grid, or 

           15     plastic valves that were installed that break in the closed 

           16     position, and very, very little tracking by previous utility 

           17     staff of maintenance, repairs, what it actually cost to 

           18     operate that system and we've gotten much better in the last 

           19     18 to 24 months in tracking our costs and our response to 

           20     outages. 

           21                 One of the biggest issues that we're faced with 

           22     is when we do have a line break on some of this thin-walled 

           23     plastic pipe, what should be a two-hour repair takes eight 

           24     to ten hours.  We've experienced that several times.  Last 

           25     year we had 20 leaks in the system and many of these leaks 
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            1     required boil water orders which is just unacceptable as far 

            2     as my standards go.  I just hate it when we have to do that. 

            3                 The numbers that were provided to us as far as 

            4     median household income, and I think Brent can get into that 

            5     a little bit more, seemed to be a little bit on the high 

            6     side.  That is one of our lowest income block group areas 

            7     and we are in the process -- just last week we had our first 

            8     rate hearing. 

            9                 The rates that were talked about are going to go 

           10     up significantly which I have always said as the utility 

           11     manager that I hate to be in this position, especially with 

           12     our lowest income people, but our base rate is going to go 

           13     up an additional $12.49 a month.  Our per thousand gallon 

           14     rate is going to go up to $4.96 per thousand gallons.  Our 

           15     average cost for these people are going to be pushing $100 

           16     or over $100 a month, probably in the $120 range. 

           17                 To me that's not acceptable, but when we start 

           18     looking at depreciation and the actual cost-of-service, that 

           19     is the reality for these people.  Kind of a side bar to 

           20     Moundhouse, Lyon County is in the process of acquiring 

           21     another private system called Crystal Clear and that picture 

           22     is going to be more bleak for them. 

           23                 Back to Moundhouse, though, Jim Youngblood, my 

           24     utility superintendent back there and myself and our staff 

           25     have got together, we've taken the master plans that have 
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            1     been completed.  There's $16 million worth of upgrades 

            2     recommended for Moundhouse in the future.  That's just 

            3     insane. 

            4                 Let's take a closer look at this thing, let's do 

            5     a minimum amount of capital upgrades to get this system 

            6     stabilized to provide safe, continuous service for our 

            7     customers and that's what this little project that we've got 

            8     in front of you represents, to refine that. 

            9                 We have a significant number of BLM issues.  In 

           10     the old days the developer just threw the pipe in the ground 

           11     without easements and we do know we're going to have some 

           12     permitting type issues that we'll have to deal with. 

           13                 So this reduced scope from the original $16 

           14     million in our facilities master plan that was done last 

           15     year, this is a little over $2 million for booster pumps, 

           16     valves, distribution mains and eliminating some of the 

           17     electrical conduit between our booster station and our 

           18     storage tanks. 

           19                 The half million gallon storage tank that was 

           20     installed a number of years ago was not properly coated 

           21     inside and never properly inspected and it's literally less 

           22     expensive to put up a new tank than it is to rehab the old 

           23     one.  With that, I'll be quiet. 

           24                 MR. FARR:  You know, I think a picture is worth 

           25     a thousand words.  I brought this show and tell piece.  This 
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            1     was actually removed from Moundhouse with their first grant.  

            2     So this is the kind of stuff the system was built with. 

            3                 MR. WORKMAN:  That's the good stuff.  Seriously, 

            4     this is the high pressure pipe. 

            5                 MR. FARR:  We probably should have left this in, 

            6     huh?  He's right.  There were other parts of the system that 

            7     were just sprinkler pipe.  I've had this in my backyard for 

            8     about three years which isn't making my wife real happy, but 

            9     I keep that around for this purpose. 

           10                 CHAIRMAN KRAMER:  Water can't flow through it, 

           11     there's a cap on the end of it. 

           12                 MR. FARR:  There's still a lot of problems up 

           13     there.  I think Mike's touched on them.  I wanted to address 

           14     a couple of other issues here.  With that new rate increase 

           15     that went in, I think that commodity rate is probably the 

           16     highest in the state.  I don't know if anybody has heard of 

           17     a rate that's over $5 a thousand for water, which is a shame 

           18     because it is a low income area. 

           19                 I think that median household income number from 

           20     what I can tell from looking on the census includes parts of 

           21     Dayton and Carson City, so I know that it is probably skewed 

           22     high.  The water rate at the public presentation has come 

           23     and gone? 

           24                 MR. WORKMAN:  The first hearing. 

           25                 MR. FARR:  So it's already in the works.  That 
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            1     rate would bring 22,000 gallons of water which would be 

            2     about $128, almost triple what the affordable rate is, which 

            3     is a shame and that's the reason is that it was built out of 

            4     that stuff originally. 

            5                 I think really the only issue we need to try to 

            6     resolve is that issue about the environmental report.  

            7     Michelle and I were at odds about that.  She's got valid 

            8     points there.  It's not really a requirement of your 

            9     program.  However, the real reason that we're here is to try 

           10     to get the financing in place to do the project and that's 

           11     the only reason we're here is to meet the requirements of 

           12     USDA. 

           13                 If their funding wasn't going to be involved we 

           14     actually wouldn't need a PER, we could go straight to 

           15     construction working with AB 198, but they require the 

           16     environmental report.  To me they're sort of the same, 

           17     they're different documents but we always have to do an ER 

           18     when we do a PER.  You can't get their funding without it. 

           19                 I know the Board approved an environmental 

           20     report for Hawthorne in their PER which was about a year and 

           21     a half ago.  So I'd ask the Board to consider that.  The 

           22     grant amount is fairly small, and in fact, when you factor 

           23     in all the administration for coming to these meetings and 

           24     dealing with USDA, you almost spend as much in 

           25     administration as you do on the grant amount. 
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            1                 But we'd ask you to consider financing that 

            2     environmental report as well because we're going to need to 

            3     do that.

            4                 CHAIRMAN KRAMER:  Questions of the Board, staff, 

            5     of the applicants? 

            6                 MEMBER SCOTT:  If I can, let me make sure I 

            7     understand.  What you're saying is you would like us to fund 

            8     85 percent of 15,000, not 85 percent of 10,000; is that 

            9     right? 

           10                 MR. FARR:  That's right. 

           11                 MEMBER SCOTT:  I've got some other questions but 

           12     I'd like to give Michelle a chance to give us any thoughts 

           13     that she has on that. 

           14                 MS. STAMATES:  Perhaps I misunderstood, but was 

           15     an environmental report done for the other USDA loan that 

           16     you received?  I know you're not seeking SRF funding because 

           17     I guess it would raise the rates too much.  Was not an 

           18     environmental report already done? 

           19                 It seems that we've got a lot of reports.  It 

           20     would be nice for the Board to be able to put this money 

           21     towards getting the engineering and construction going. 

           22                 MR. FARR:  You wouldn't get any argument from us 

           23     on that.  There's just certain things you have to do for the 

           24     USDA in order to get through their hoops, and an 

           25     environmental report was done for the first project but it 
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            1     was only specific for the project.  If we didn't need to do 

            2     it, we certainly wouldn't be wanting to. 

            3                 CHAIRMAN KRAMER:  Do you want us to entertain 

            4     adding the environmental report on this, staff? 

            5                 MS. STAMATES:  If you feel that this money is 

            6     well spent, I would put it back in your court.  I would 

            7     rather see it spent on actually doing something out there. 

            8                 CHAIRMAN KRAMER:  I would too but the Board 

            9     needs to know if it's required.  If it's not required, we're 

           10     not going to spend the money. 

           11                 MS. STAMATES:  It's not required by the State.  

           12     It would be required as I understand it by the USDA.  The 

           13     actual magnitude and cost of such a report and size has not 

           14     been made clear.  You might ask the USDA. 

           15                 CHAIRMAN KRAMER:  Isn't this wonderful.  Look 

           16     who just walked in the door?  USDA, you're up front and 

           17     center.  We've got a quick question for you.  The Moundhouse 

           18     PER, are they going to be required to do another 

           19     environmental report? 

           20                 MS. COUCH:  Cheryl Couch, USDA Rural 

           21     Development.  Depending on the scope of the original 

           22     environmental report, and I'm not sure, I kind of have a 

           23     feeling it's yes would be the answer.  I think we were 

           24     pretty specific on the first one.  We looked at the previous 

           25     environmental and I'm not sure exactly where you guys need 
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            1     to go. 

            2                 MR. WORKMAN:  This is in a different area.  It's 

            3     on the eastern side. 

            4                 MS. COUCH:  And ours concentrated primarily on 

            5     west of 440, whatever freeway goes up to VC, and north and 

            6     south of Highway 50. 

            7                 CHAIRMAN KRAMER:  Well, that answers that 

            8     question then. 

            9                 MEMBER GOETSCH:  But do we know the scope of it?  

           10     We don't know what the scope of that report is that will be 

           11     required or how much additional work that will be required 

           12     to do that.  Along those same lines, one of my questions is 

           13     and we asked the staff when we had our workshop previously, 

           14     you guys are talking about the need for a $16 million 

           15     upgrade and it sounded to me like this -- you said you came 

           16     down to the priority pieces here, but you're saying there's 

           17     still a lot more work in the future. 

           18                 So this is an incremental request, there's going 

           19     to be more built in Moundhouse in the next few years? 

           20                 MR. WORKMAN:  The water facilities master plan 

           21     that Lyon County completed last year which was for the 

           22     Dayton and Moundhouse areas looked at full build out.  In 

           23     the Moundhouse area we looked at the industrial, commercial 

           24     expansions.  There was a lot of growth required capital 

           25     upgrades there, and at the same time we did a water 
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            1     facilities master plan we did a wastewater master plan.  

            2     There's another 12 to $15 million to sewer that.

            3                 Well, it's a chicken and an egg.  We can't 

            4     expand and grow if we don't have a wastewater system.  We 

            5     can't grow and expand without a water system.  There's a lot 

            6     of economic development issues that need to be reviewed. 

            7                 So what we're doing as staff is we're just 

            8     backing up saying we have existing customers in an existing 

            9     old system that can't wait eight, nine or ten years for a 

           10     wastewater system or $16 million worth of upgrades, and 

           11     besides that, most of those types of upgrades will be paid 

           12     for by the development community either directly or through 

           13     connection fees. 

           14                 So what we've done is looked at just with the 

           15     existing system, we're one line break away during our peak 

           16     periods of running that system out of water again.  I was 

           17     working at Incline the last time Moundhouse went through 

           18     that.  It was terrible.  I don't want to operate a system 

           19     like that. 

           20                 So the request today for the engineering and 

           21     associated services is just for the roughly $2 million worth 

           22     of upgrades to take care of that existing peak demands, 

           23     nothing to do with that 16 million. 

           24                 When we looked at our rate study and we had an 

           25     FCS group out of Everett, Washington do our study we did not 
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            1     include those additional $16 million worth of capital 

            2     upgrades.  We focused just on meeting the requirements of 

            3     our existing system and customers. 

            4                 MEMBER GOETSCH:  This will take care of those 

            5     people that right now are in a tenuous position that are 

            6     relying on this PVC and broken-up valves and the 5,000 for 

            7     the environmental was just an estimate that builds on the 

            8     entire environmental report you already did for the 

            9     previous? 

           10                 MR. WORKMAN:  That is correct.  As we said, if 

           11     we got into the project and we could piece together or we 

           12     found out that we didn't need to do the environmental 

           13     element, we certainly wouldn't.  If we don't have to do it, 

           14     we don't want to, but even adding five, $10,000, if I had to 

           15     add that to the existing operating costs, it's just going to 

           16     make my rates worse. 

           17                 And part of the problem with the Moundhouse 

           18     system is I've got between 910 and 925 connections with no 

           19     growth.  I've got that fairly small basis which is tying our 

           20     hands on this. 

           21                 CHAIRMAN KRAMER:  How much of an area did the 

           22     original environmental assessment cover? 

           23                 MR. WORKMAN:  I think what it did is it just 

           24     covered, and that was previous to me getting there and I 

           25     haven't done a complete review, Kurt, but I believe it 
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            1     covers just the area, the tank site, the new tank site, the 

            2     Grindstone tank site and the Linehan Road area where the 

            3     water main came down and probably a few connection points.  

            4     It didn't cover that entire area where we need to install or 

            5     that we're asking for. 

            6                 MS. COUCH:  And it's been a while since we 

            7     looked at it, but I know we did go back within the last few 

            8     months and look.  Ball park it would cover from -- I can't 

            9     remember if it's 340, whatever the highway is that goes up 

           10     to Virginia City and Highway 50.  If you go from that corner 

           11     towards Carson, that's the direction it covered and not 

           12     completely. 

           13                 MR. FARR:  Let me state something about our 

           14     environmental reports.  The first one that was done five 

           15     years ago USDA did and they used to do that. 

           16                 MS. COUCH:  That's true and we don't do that 

           17     anymore. 

           18                 MR. FARR:  Now the engineers have to do that or 

           19     the counties or whatever and it doesn't matter that a 

           20     certain portion was covered previously.  The same process -- 

           21     you have to send letters out to all these different agencies 

           22     and have correspondence with them and it doesn't decrease 

           23     the effort by saying that part of it was originally done.  

           24     You pretty much have to go through the same exact process 

           25     every time you do an environmental report.  We have to send 
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            1     letters out to all agencies, you have to document all your 

            2     correspondence and submit the report. 

            3                 MS. COUCH:  As a USDA requirement we're going to 

            4     say you've identified this project and the alternatives and 

            5     your environmental better cover your preferred project and 

            6     the alternatives because we can't make our funding decisions 

            7     until we know what environmental impacts the proposed 

            8     project and the alternatives may have. 

            9                 CHAIRMAN KRAMER:  I just wanted to make sure 

           10     that if we do anything, that the Board is okay with the 

           11     amount.  I want to make sure that the amount was the correct 

           12     amount.  Stephanne, I cut you off, I'm sorry, I apologize. 

           13                 MEMBER ZIMMERMAN:  No problem.  Just a couple 

           14     questions.  Are these environmental reports normally in the 

           15     PER requests?  So when there's a request for --

           16                 MS. STAMATES:  I can't tell you.  I haven't been 

           17     around long enough to see them requested before. 

           18                 MR. FARR:  They're normally in our requests like 

           19     in Hawthorne. 

           20                 MEMBER SCOTT:  Sounds like they didn't used to 

           21     be a cost factor. 

           22                 MR. FARR:  Years ago they used to do that, three 

           23     years ago.

           24                 MS. COUCH:  Three to five. 

           25                 MEMBER ZIMMERMAN:  So there have been some 
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            1     applicants with these environmental reports that we've 

            2     approved in the past.  Now, you're saying that you're 

            3     seeking financing so USDA is going to provide some 

            4     assistance.  Now, is that going to be a loan and how much 

            5     will it be?  Any idea of what your scope is in the way of 

            6     dollars? 

            7                 MS. COUCH:  For the preliminary engineering 

            8     report we can't provide any funding other than we can fund 

            9     one preliminary engineering report per year, a maximum of 

           10     $15,000.  They have to be very low income communities.  

           11     We've kind of tentatively identified Mason down in Lyon 

           12     County as that project.  So we have no grant funds and we 

           13     can't put loan funds into a preliminary engineering report. 

           14                 MR. FARR:  Stephanne is referring to the 

           15     construction project which USDA evaluates after we submit 

           16     the PER and we submit a full application.  They can 

           17     determine a loan percentage at that time. 

           18                 MEMBER ZIMMERMAN:  So are you saying that doing 

           19     the environmental report is going to get you the grant for 

           20     the PER work? 

           21                 MR. FARR:  Construction. 

           22                 MEMBER ZIMMERMAN:  So it's for construction? 

           23                 MR. FARR:  Right. 

           24                 MEMBER ZIMMERMAN:  Any idea about the magnitude 

           25     of what you might be looking at in the way of construction?  
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            1     I know you're updating your PER report. 

            2                 MR. WORKMAN:  Roughly 2.2 million. 

            3                 MEMBER ZIMMERMAN:  Any idea what you might seek 

            4     in financing with this report? 

            5                 MR. FARR:  I think with the rates being what 

            6     they are we would obviously seek as much as we could here 

            7     and hope that the USDA is able to give us some grant funds 

            8     to help keep those rates in check. 

            9                 MEMBER ZIMMERMAN:  My thing is I like to see the 

           10     applicant get dollars from elsewhere, and if providing them 

           11     assistance on the environmental report will help them get 

           12     dollars for the construction, I think I would be in favor of 

           13     that versus creating a problem for them in getting 

           14     assistance from the USDA.

           15                 CHAIRMAN KRAMER:  Mr. Scott. 

           16                 MEMBER SCOTT:  Stephanne, I would agree with 

           17     you, I have no problem in funding knowing what we know now.  

           18     Mike, a couple questions for you.  You guys are connected 

           19     with and I think in the summer pretty dependent on the 

           20     ability of the Dayton water system; is that right? 

           21                 MR. WORKMAN:  We're nearly 100 percent dependent 

           22     now.  The old American Flats wells have failed and when they 

           23     were originally installed the distribution lines down from 

           24     American Flats, they were six inches deep and a couple of 

           25     the property owners up there ran tractors with caterpillars 
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            1     and drug up sections of the main. 

            2                 So we've evaluated what it would cost to redo 

            3     those wells, looked at briefly what the yield on those wells 

            4     were and we'd spend probably close to $1 million and have a 

            5     total of about 45 gallons a minute production.  So we've 

            6     decided that it would best be served to come from Dayton 

            7     with that water.  We're also working with Carson City on an 

            8     intertie line to help us meet our peak and fire demands.  So 

            9     we're looking at a variety of options there. 

           10                 But we're also in the process over at Department 

           11     of Water Resources with moving some of the groundwater 

           12     rights into the Dayton area since that water has been coming 

           13     from that area. 

           14                 MEMBER SCOTT:  When you calculate rates for 

           15     Moundhouse as well as the repayment, is that based on the 

           16     overall Dayton system or just the Moundhouse portion? 

           17                 MR. WORKMAN:  It's just the Moundhouse portion 

           18     right now and we've got some further financial analysis to 

           19     do on that, as well as political analysis.  If we combine 

           20     the systems, the concern is that that would make us 

           21     ineligible for grants to upgrade that system. 

           22                 I don't fully understand or know what those 

           23     implications might be, but when we had our rate hearing last 

           24     week, 35 people from the Moundhouse area came and they 

           25     strongly urged the board to combine the systems, but if we 
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            1     do that, then we're going to have Dayton customers that can 

            2     say, well, we're funding the upgrades to that system. 

            3                 So there's a variety of financial and political 

            4     issues that need to be resolved.  Our commitment to that 

            5     community was that we would review with the funding 

            6     agencies, different state agencies and USDA, we could have a 

            7     separate geographic block group and still combine the 

            8     systems and not lose our availability of grants. 

            9                 MEMBER SCOTT:  From a personal philosophical 

           10     standpoint I think it's critical that we create and maintain 

           11     those linkages and try to at least have an operational 

           12     system that has the ability to have more customers to 

           13     justify the kind of operation and maintenance personnel and 

           14     all the other aspects of running a system. 

           15                 And I realize politically how difficult it is.  

           16     You inherit these wonderful systems and then you don't have 

           17     money, the county doesn't have money and it's difficult.  At 

           18     the same time, I think you said 4.96 per thousand in the 

           19     proposed rate increase, and that's tough.  I guess the good 

           20     thing is a lot of that property up there doesn't have soil 

           21     good enough to grow much. 

           22                 I empathize with you and at the same time, if 

           23     there are places that we can be an assist or a lever to have 

           24     requirements that come from us that you simply have to pass 

           25     through as part of an overall process, you might coordinate 
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            1     with staff that way because it's a lot easier for people to 

            2     hate us than hate you when you have to see them everyday. 

            3                 So from that standpoint I don't have any big 

            4     problems with that concept.  I think we're in the business 

            5     of trying to make things better. 

            6                 A couple other quick questions.  Was the tank 

            7     that you referred to earlier that had the coating problem 

            8     one that we paid for? 

            9                 MR. WORKMAN:  No.  No, this was part of the 

           10     original system. 

           11                 MEMBER SCOTT:  What kind of usage are you 

           12     getting up there, do you know, on your meter usage for 

           13     customers? 

           14                 MR. WORKMAN:  I should know that off the top of 

           15     my head and I don't.  Jim, do you know off the top of your 

           16     head?  They're putting -- we're in the process of doing 

           17     that.  I want to say we're at about 166 gallons per person 

           18     per day, but I might be half lying to you on that one. 

           19                 I do know when the last rate increase occurred, 

           20     that the predicted conservation occurred and the rates went 

           21     up, usage went down, our revenues went into the toilet.  

           22     It's just a classic example of what happens. 

           23                 MEMBER SCOTT:  Well, you're going to continue on 

           24     that cutting edge I think with a rate increase. 

           25                 MR. WORKMAN:  It's huge, and I appreciate the 
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            1     support from this Board, from Dana's group, from NDEP, any 

            2     of the other groups that understand the issues, any support 

            3     we can get, future support, recommendations, whether it's 

            4     written or in our annual system reviews of combining the 

            5     systems seems to make sense. 

            6                 It's combined now.  Our service area is one 

            7     large system.  We've got one permit now which is great.  We 

            8     used to have five or six, we've got one.  We've got a well 

            9     credit program through DRW.  Things are really coming 

           10     together nicely in the last couple years, it's just that a 

           11     further evolution needs to happen with combining these 

           12     systems. 

           13                 And like I said, being a rural county we're 

           14     going to be faced with other private systems here very 

           15     shortly, I think Friday, but I'm sure you're going to be 

           16     hearing more and more with that number of private systems 

           17     with arsenic issues and it's not going to get easier. 

           18                 MEMBER SCOTT:  The only other final point I 

           19     would ask is that in your report, Brent, if you would make 

           20     sure that it's clear how what you're proposing to do 

           21     integrates with what we paid for previously in terms of the 

           22     previous work that this Board funded. 

           23                 MR. WORKMAN:  If I could, on that note, I know 

           24     I'm running on here, but the work that was done, we just met 

           25     with some of our consultants and we're evaluating how we can 
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            1     reset pressure regulating valves, bring that water back, use 

            2     that water more effectively and efficiently, as well as like 

            3     I said the interties with Carson City especially during peak 

            4     or fire flow demands, so we're looking at all those options. 

            5                 Jim's crew has eliminated almost two miles of 

            6     two-inch pipe by being able to connect services to the new  

            7     Linehan main that this group funded through that last grant.  

            8     So it's been very, very helpful. 

            9                 CHAIRMAN KRAMER:  Brad. 

           10                 MEMBER GOETSCH:  A couple of quick things.  Did 

           11     I hear, you didn't mention it here, but some of the 

           12     Moundhouse wells in the older areas there was trouble with 

           13     geothermal intrusion?

           14                 MR. WORKMAN:  The geothermal intrusion is 

           15     happening in the Dayton area. 

           16                 MEMBER GOETSCH:  I guess my point there is, and 

           17     I'm trying to help you here, is Lyon County is doing a great 

           18     job of doing some comprehensive planning and trying to do 

           19     the right thing and trying to fix the problems that they've 

           20     got with the geothermal intrusion combining the old systems 

           21     and making them one.

           22                 The other effect of that as you mentioned is 

           23     that it gives them the opportunity to level and have a more 

           24     efficient cost because the efficiency of utilization is 

           25     spread over a wider number of folks.  I think that's part of 
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            1     our goal here as a whole Board is to look at these places 

            2     and say we can't afford some of these little bitty water 

            3     systems where we're paying 50,000 per customer where some 

            4     projects have proposed $1 million per customer and we can't 

            5     do that. 

            6                 We need to be able to do exactly what they're 

            7     trying to do is have projects where we integrate and plan 

            8     together so that the per customer cost and the rates that 

            9     people are paying are affordable kind of rates.  I think 

           10     that's a good idea. 

           11                 If we have things in the system that then would 

           12     make that project ineligible for funding in the future, we 

           13     need to fix the system somehow or figure a way to address 

           14     that.  I don't know, Michelle, if you have anything to say 

           15     at this point on that, but I guess what I'm hearing is to 

           16     move forward they need, USDA says they need the 

           17     environmental update and the environmental report and the 

           18     direction they're heading appears to be the right direction. 

           19                 Is there still a staff objection to what we've 

           20     heard today? 

           21                 MS. STAMATES:  No.  

           22                 CHAIRMAN KRAMER:  Is there any other input from 

           23     the audience or from the Board Members?  If we can come up 

           24     with a figure, the Chair is ready for a motion. 

           25                 MEMBER GOETSCH:  Mr. Chairman, I'd make a 
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            1     motion, then, that this Board fund the development of an 

            2     updated PER by Lyon County in an amount not to exceed 12,750 

            3     if I did my math right, that's 85 percent, so an amount not 

            4     to exceed $12,750, with the conditions as staff previously 

            5     read. 

            6                 MEMBER SCOTT:  Second. 

            7                 CHAIRMAN KRAMER:  Is there any further comment 

            8     from the Board or anybody?  Hearing none, well vote on the 

            9     motion.  All those in favor signify by saying aye.  Opposed?  

           10     Motion carries. 

           11                 (The vote was unanimously in favor of motion.)

           12                 MS. STAMATES:  We're now doing the grant.  That 

           13     was the letter of intent.  It's silly to wait until the end 

           14     of August to bring them back. 

           15                 MEMBER SCOTT:  Can Brad repeat his motion on the 

           16     grant and I'll second it?

           17                 MS. STAMATES:  Basically I'll change the staff's 

           18     recommendation as far as the grant for the Moundhouse PER 

           19     and environmental report.  I would like to see these kind of 

           20     reports be good enough to last a little longer, but I guess 

           21     time will tell especially for combined systems, but in this 

           22     case staff would recommend that you approve a grant for this 

           23     PER which includes an environmental report for an amount not 

           24     to exceed $12,750, which is 85 percent of the ultimate cost  

           25     of 15,000. 
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            1                 This again is subject to our conditions, the PER 

            2     is subject to the applicable portions of the quality control 

            3     check list developed by the Infrastructure for Nevada 

            4     Communities' Working Group. 

            5                 MEMBER GOETSCH:  So moved. 

            6                 MEMBER SCOTT:  Second. 

            7                 MEMBER ZIMMERMAN:  Second. 

            8                 CHAIRMAN KRAMER:  Is there any other comment?  

            9     All those in favor signify by saying aye.  Opposed?  Motion 

           10     carries. 

           11                 (The vote was unanimously in favor of motion.)

           12                 CHAIRMAN KRAMER:  Let's go to Kingston. 

           13                 MS. STAMATES:  Kingston is applying for a grant 

           14     application.  The town of Kingston is located in Lander 

           15     County approximately 28 miles south of Austin on Highway 

           16     376.  Between 1968 and 1972 the existing water system was 

           17     installed by the developer for the townsite, Recreation 

           18     Unlimited, Incorporated. 

           19                 In 1976 the town of Kingston accepted the water 

           20     system from Recreation Unlimited, Incorporated which 

           21     included one pumping well, a storage tank and a distribution 

           22     system.  The initial distribution system was constructed of 

           23     four-inch irrigation pipe which still remains in certain 

           24     segments of the existing system. 

           25                 Grants from the AB 198 program have been given 
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            1     to the town of Kingston to drill a new well, install two new 

            2     pumps in those wells, replace 27,000 feet of four-inch 

            3     pipeline, install water meters, construct a new 250,000 

            4     gallon storage tank and produce an undated PER. 

            5                 Sections of the water system still consist of 

            6     the original irrigation piping.  The system experiences 

            7     significant water losses and downtime for repairs.  The 

            8     losses in the system are estimated to be greater than 60 

            9     percent, and this equates to a monetary loss in the year 

           10     2005 of approximately $74,500. 

           11                 The two wells that serve Kingston draw 

           12     effectively from the same aquifer.  Kingston recently 

           13     completed four quarters of arsenic monitoring with results 

           14     from both wells in the four to five parts per billion range.  

           15     It appears that no treatment for arsenic will be required 

           16     for Kingston. 

           17                 Kingston is on a metered water rate that is 

           18     currently $30 per month for zero to 10,000 gallons and $40 

           19     per month for 10,000 to 25,000 gallons.  Any additional 

           20     thousands of gallons above 25,000 they're charged one dollar 

           21     per thousand.  The town charges a $4 system obligation fee 

           22     per lot for all lots on or adjacent to the water main. 

           23                 A customer using 22,000 gallons a month would 

           24     pay $44.  That includes the system obligation fee.  The 

           25     maximum water rate based on 1.5 percent of a median 
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            1     household income of $31,176 is $38.97 per month. 

            2                 The applicant's water utility fund has recorded 

            3     significant bad debts and carries an allowance for doubtful 

            4     accounts that's equal to half of their 2005 annual revenue.  

            5     The town is making every effort to collect on outstanding 

            6     debts.  Once they're able to provide consistent water supply 

            7     customers should be more willing to pay their bills. 

            8                 Management will have to raise rates 

            9     considerably, more than projected in the grant application 

           10     in order to cover the cost of the system, and I'd like to 

           11     talk about that at the end of this narrative. 

           12                 Kingston has proposed incurring debt of 800,000 

           13     against a remaining general obligation debt capacity of 

           14     $829,593.  Debt capacity is calculated on assessed valuation 

           15     of the properties.  Without a fully functioning water system 

           16     property values will likely fall so that after the next 

           17     property valuation the town may not ever be able to borrow 

           18     enough to fund this project. 

           19                 The applicant's anticipated project funding 

           20     includes the AB 198 grant, the USDA grant and loan, and a 

           21     CDBG grant.  All of the financial data indicate that the 

           22     viability of the community is ties to the viability of the 

           23     water system.  Once the project is built the community could 

           24     be revitalized.  

           25                 Kingston is currently in the process of setting 
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            1     up a general improvement district.  The area of the proposed 

            2     Kingston GID will be much larger to anticipate further 

            3     growth.  If the GID is implemented the system obligation fee 

            4     will increase from four to $10 per month and all lots in the 

            5     GID would pay this fee. 

            6                 If implemented this might defray some of the 

            7     rate increase for current users.  Staff recommended to the 

            8     applicant that they defer this grant request until the GID 

            9     is approved and in place and the new system obligation fee 

           10     was effected.  This would have facilitated a cost analysis 

           11     under the planned GID.

           12                 In April of 2005 the Board approved a motion to 

           13     give a grant to Kingston for water distribution system 

           14     improvements.  The minutes of this meeting are included in 

           15     your Board binders.  At the letter of intent stage the total 

           16     estimate for the proposed project was $3,100,000 roughly.  

           17     Staff calculated a grant sale of 65.4 percent of the 

           18     eligible project costs. 

           19                 The Board then directed staff to review the 

           20     grant scale to determine if a larger grant amount could be 

           21     given.  Based on the increase in water rates in the March 

           22     2006 water rate increase hearing and other factors, staff 

           23     has recalculated a new grant scale to be 69.9 percent.  The 

           24     total anticipated project costs, however, are now $3.9 

           25     million.  I've summarized the anticipated costs on the final 
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            1     page of your binder summary. 

            2                 It's the opinion of both staff and the Bureau of 

            3     Safe Drinking Water that the project presented in the grant 

            4     application would help bring the public water system into 

            5     compliance with the regulations for public water systems and 

            6     of the federal Safe Drinking Water Act.  Due to the 

            7     continued significant water losses in the system, the 

            8     replacement of substandard distribution lines is required to 

            9     ensure a safe and reliable supply of water to the Kingston 

           10     water users. 

           11                 Staff recommends giving a two-year water system 

           12     improvement grant to the town of Kingston in the amount of 

           13     $2,726,309.70.  This is 69 percent of the eligible project 

           14     cost of $3,900,300.  This is subject to the conditions that 

           15     staff has provided. 

           16                 Kingston and its engineer are ready to proceed 

           17     with this project this summer.  It is the town's 

           18     responsibility to manage this project in a cost efficient 

           19     manner and to achieve project completion on time and in 

           20     budget. 

           21                 Staff's conditions include the following.  

           22     Project funding for the grantee's share of the total project 

           23     costs must be in place before a funding agreement would be 

           24     signed by the State.  Per NRS 445A.920, plans and 

           25     specifications must be submitted to the Bureau of Safe 
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            1     Drinking Water for review and approval prior to 

            2     construction. 

            3                 And third, the town of Kingston must create a 

            4     rate structure for the water system to be phased in over the 

            5     next two years which will eliminate the negative operating 

            6     income and make the town water system financially viable 

            7     prior to signing the funding agreement.  This may include 

            8     but of course is not limited to an increase in water rates 

            9     or system obligation fees or both for both active and 

           10     inactive connections. 

           11                 Again, we want the rate structure in place 

           12     before we sign the funding agreement.  Dana Tuttle helped 

           13     look at the actual financial report that was provided and in 

           14     the application, and it appears that there is a missing 

           15     amount of money.  It's difficult to tell whether they were 

           16     including finances that they're going to get, you know, the 

           17     lots that they're going to charge a $10 system obligation 

           18     fee, or just the existing users. 

           19                 If only the existing users paid, they could be 

           20     paying as much as $138 a month.  What the applicant didn't 

           21     take into account was depreciation that has to be included 

           22     in their full financial calculation and that brought their 

           23     operating revenue and expenses up to $205,000 a year. 

           24                 Now, if they were to actually charge 700 parcels 

           25     the $10 a month system obligation fee, if they were actually 
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            1     able to collect all that money, we estimate that the users, 

            2     the residential users would probably be paying about $91 a 

            3     month, a little bit over. 

            4                 So we're not able to actually reconcile the 

            5     finances they're showing in their grant application.  It 

            6     still looks like these users are going to pay a huge water 

            7     rate. 

            8                 CHAIRMAN KRAMER:  Is that it?  I'd only like to 

            9     make one comment on this issue.  The biggest thing that 

           10     bothers me, and the rest of you guys can fight out what you 

           11     want to do, the biggest thing that bothers me is if there's 

           12     not something in the final document here that says that 

           13     they've got to do something to collect this money and if 

           14     half their revenue according to this report is going down 

           15     the tubes because people just won't pay it even though 

           16     they're liening their property, where are we going? 

           17                 I'm just saying that to the Board Members here.  

           18     That's a major problem.  That's a major problem.  They ought 

           19     to be out there digging up lines and stopping some of the 

           20     leaks being by cutting them off. 

           21                 MS. THISS:  Shannon Thiss.  I'm the water 

           22     operator for the town of Kingston and the deputy clerk.  The 

           23     people who are not paying their bills don't have a water 

           24     line, they just have a pipe in front of their house and they 

           25     have the ability to tap into the line but there's nothing 
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            1     that I can take out like a meter or line going on their 

            2     property, so the only way to do it is through a lien. 

            3                 With becoming a GID that will increase our 

            4     ability to actually put liens on.  We can put liens on now 

            5     but we can't sell property.  Once we become a GID we'll be 

            6     able to lien and then sell property. 

            7                 CHAIRMAN KRAMER:  When will you become a GID? 

            8                 MS. THISS:  I'm looking at about three months.  

            9     We annexed our town.  I have the Assistant District Attorney 

           10     working on it.  The Commissioners have okayed our letter of 

           11     intent to do it.  Now they have to write up the ordinance 

           12     and then the Commissioners vote on it and then they appoint 

           13     the seven trustees. 

           14                 CHAIRMAN KRAMER:  I understand your frustration.  

           15     But understand my frustration.  We want to try to help you 

           16     out, but if we can't get or know where the money is, show me 

           17     the money as far as the monthly bills.  If 50 percent of it 

           18     is going down the tubes, how can we support a project like 

           19     this? 

           20                 MEMBER ZIMMERMAN:  If you can't force your 

           21     customers to pay their bills in some fashion, then what 

           22     happens when you borrow the money and you've got to -- it 

           23     won't work.  You won't get the funding. 

           24                 MS. THISS:  Like I said, with the GID we'll be 

           25     able to lien property and sell property.  At a point as just 
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            1     a town or water utility we're not able to do that. 

            2                 MEMBER ZIMMERMAN:  I'm confused.  You have a 

            3     customer getting a bill and they're not getting any water? 

            4                 MS. THISS:  Right.  It's called a system 

            5     obligation fee.  Austin has one also.  It's just the 

            6     privilege of having the water main in front of or adjacent 

            7     to your house so you can hook into it.  I would think that 

            8     fire protection would be a reason for that too because if 

            9     they don't have water we're still going to put out a house 

           10     fire. 

           11                 MEMBER SCOTT:  It's a way to charge vacant lots. 

           12                 MEMBER ZIMMERMAN:  Basically when you buy the  

           13     lot you sign up for that program? 

           14                 MS. THISS:  Right.  As a GID, the board already 

           15     voted when they become a GID that they will charge $10 per 

           16     lot, and instead of it just being the people that are on or 

           17     adjacent to the main line it will be every lot in Kingston.  

           18     The GID will provide for that. 

           19                 MEMBER GOETSCH:  Which is justifiable because 

           20     you've raised the value of all those lots by having water 

           21     available, so that's not uncommon. 

           22                 MEMBER SCOTT:  Shannon, under the town 

           23     government statutes, can't the county lien these properties? 

           24                 MS. THISS:  Yes, they can. 

           25                 MEMBER SCOTT:  Is that a process you've 

                                               83

                                CAPITOL REPORTERS (775) 882-5322

            1     explored? 

            2                 MS. THISS:  We're in the process of that right 

            3     now.  I have collected a lot of these old debts with lien 

            4     letters.  Now the ADA and I are in the process of liening 

            5     property and when they collect, then they would give the 

            6     money to us, but it's a slow process.  Like I said, with a 

            7     GID we'd be able to do it ourselves. 

            8                 MEMBER SCOTT:  I have a couple of questions that 

            9     are general.  The GID question you've answered, although the 

           10     financial report says it was expected in October 2005.  

           11     Obviously it's slowed down a bit. 

           12                 MS. THISS:  Politics moves slow. 

           13                 MEMBER SCOTT:  If there's anything we can do 

           14     from the standpoint of encouraging Lander County, obviously 

           15     our concerns are going to be tied to getting that set. 

           16                 MS. THISS:  The holdup is not with Lander 

           17     County, it's just the paper work.  We had to annex part of 

           18     the town.  We annexed part and we had to make it bigger, we 

           19     had to wait for maps to be done.  We had a draft ordinance 

           20     already written up, so it's just a matter of getting on the 

           21     agenda with the County Commissioners, and then of course new 

           22     people have to be appointed.  That's one of the issues that 

           23     they have to deal with. 

           24                 I think all the Board Members that -- we're 

           25     going to have a new election come up.  Those people might 
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            1     just automatically become part of the GID according to the 

            2     Commissioners.  It's just a matter of paper work and red 

            3     tape.  They've already voted on it and the Commissioners are 

            4     very positive on the whole aspect.  It's just getting all 

            5     the ducks in a row. 

            6                 MEMBER SCOTT:  Have you established connection 

            7     fees under the proposed ordinance, or how does that work? 

            8                 MS. THISS:  For a brand new meter we raised it 

            9     from 1500 to 2500. 

           10                 MEMBER SCOTT:  So somebody that's going to be 

           11     paying $10 a month has access to that based on the payment 

           12     of the connection fee and whatever it takes to connect them 

           13     up? 

           14                 MS. THISS:  Right.  The other significant change 

           15     that we made on those new rates is that we had summer users 

           16     that would turn off their water and they would only have to 

           17     pay the SOF fee.  Well, with the new rates that we brought 

           18     in we changed that and everybody will have to pay the 

           19     metered rate no matter if they're there or no.  It was a 

           20     very controversial decision that we had to come by, but in 

           21     order to help pay the bills it was something that we needed 

           22     to do. 

           23                 MEMBER SCOTT:  The administrative and legal 

           24     estimated project costs were $60,000.  As a GID are you 

           25     going to have to have outside legal representation as 
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            1     opposed to the District Attorney's office or are there 

            2     significant legal issues, or is that kind of a line item 

            3     estimate?

            4                 MR. STOCKTON:  You have to have bond counsel for 

            5     the USDA, for Rural Development and hopefully it will be 

            6     less than that. 

            7                 MEMBER SCOTT:  If you have bond counsel, I 

            8     understand.  Easements and rights of way from BLM, is there 

            9     going to be significant -- that's $30,000, which seems like 

           10     a lot from a BLM perspective.  Is that the environmental 

           11     documentation or what is that? 

           12                 MR. DAY:  It would be environmental 

           13     documentation.  I don't think it's going to be real 

           14     substantial.  I tried not to underestimate that.  I'm not 

           15     saying that's probably not a high number and I hope it is, 

           16     but when you're dealing with the BLM you just never know.  

           17     If you're dealing with the Las Vegas office of the BLM, I 

           18     wouldn't even put a number on it, it would frighten me too 

           19     much, it would take three years for it to happen. 

           20                 I think Battle Mountain is easier to deal with.  

           21     It's just doing whatever paper work they want.  There's 

           22     already a gravel road in there. 

           23                 MEMBER SCOTT:  Contingency and interim system, 

           24     again a pretty good chunk, $350,000, 440 for the grant as a 

           25     whole.  Is interim financing definitely something you're 
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            1     going to have to do?

            2                 MS. COUCH:  Cheryl Couch with USDA.  Yes. 

            3                 MEMBER SCOTT:  That answers that, Cheryl.  Thank 

            4     you.  Dean, are you going to do the inspection on this? 

            5                 MR. DAY:  (Nods head.) 

            6                 MEMBER SCOTT:  Those are my questions. 

            7                 MEMBER GOETSCH:  Mr. Kramer, I've got a couple.  

            8     I think what I was hearing from staff is we would maybe put 

            9     a condition when the GID is in place either before this 

           10     money is accessible or some kind of condition and we can 

           11     talk about that more later.  There's no arsenic treatment or 

           12     anything.  I didn't see any storage in this plan or in the 

           13     costs here.  Is there existing adequate storage? 

           14                 MS. THISS:  On the last AB 198 project that you 

           15     guys helped us fund, our phased improvement project that AB 

           16     198 helped us fund, we put in a new 225,000 gallon tank in, 

           17     brand new, three years ago.

           18                 MEMBER GOETSCH:  Let's stay with that for a 

           19     minute.  You just mentioned the fact a lot of the homes are 

           20     summer homes, that a large number of residences in Kingston 

           21     are seasonal homes? 

           22                 MS. THISS:  It's not a huge percentage, but 

           23     there are --

           24                 MR. DAY:  There's a map in your application 

           25     showing the number of part-time residents. 
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            1                 MS. STAMATES:  It's in their application, they 

            2     provided it per the Board's request. 

            3                 MS. THISS:  The number of summer users is ten 

            4     according to this that we had. 

            5                 MR. DAY:  It's not a large percentage.  It's not 

            6     like 50 percent. 

            7                 MEMBER GOETSCH:  Those ten people raised a real 

            8     issue with paying their bill?  It sounded like there was a 

            9     lot of people. 

           10                 CHAIRMAN KRAMER:  Vacant lots. 

           11                 MS. THISS:  A lot of people that don't have 

           12     anything to do with that decision that have a problem with 

           13     it is what I'm saying.  My point was that it was not an easy 

           14     decision for the Board to make and a lot of people had a 

           15     problem with it, not just the summer users but the regular 

           16     users. 

           17                 MEMBER GOETSCH:  The water rate is pretty low 

           18     currently and from what the staff said the water rate is 

           19     going to end up being substantially higher to pay back the 

           20     loans that you think are going to be carried in the future? 

           21                 MR. DAY:  We need to address the depreciation 

           22     thing if we've got to come up with 200 and something 

           23     thousand dollars.

           24                 MS. COUCH:  We've calculated that in the user 

           25     rate based on what was proposed at the workshop using the 
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            1     existing, and we went on the assumption I think they're 

            2     currently setting aside ten or 12,000 a year for the 

            3     previous AB 198 grant and I can't remember what it comes out 

            4     to on what they would have to set aside per year for this 

            5     additional grant, and we've calculated that in our loan and 

            6     grant determination and the user rate. 

            7                 What's going to pay the bills is an obligation 

            8     fee. 

            9                 MS. TUTTLE:  Maybe I can help clarify on 

           10     depreciation.  The funding of the reserve which is what 

           11     you're talking about, the project is going to cost three 

           12     million nine and if you depreciate that and include that 

           13     cost as a cost of operation every year, you're going to end 

           14     up with a whole lot more depreciation.  It's going to be 

           15     79,000. 

           16                 MEMBER ZIMMERMAN:  It's just the grant amount, 

           17     right? 

           18                 MS. TUTTLE:  Yes, and that needs to be a viable 

           19     water system to make sure that the amount you're charging is 

           20     meeting costs. 

           21                 MEMBER GOETSCH:  I'm asking have those been done 

           22     and is the water rate going to be an affordable rate?  Are 

           23     we talking realistically here?  As we consider that 

           24     question, the nonpayment, they have a plan for addressing 

           25     that, that's a real issue, but as I look at this plan and 
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            1     I'm not the engineer, we're talking about 275 residents or 

            2     how many users in the project?

            3                 MS. STAMATES:  224. 

            4                 MEMBER GOETSCH:  A very small number, but the 

            5     cost of this project is in eight and six-inch pipe.  Do you 

            6     need an eight-inch pipe for 200 users?  It could be with 

            7     done with a six- or four-inch. 

            8                 MR. DAY:  The problem is this community is 

            9     different and it's a disaster and Bruce has brought this up 

           10     and we've had some conversation about four times.  It's a 

           11     long system.  When they put this thing in, I don't know how 

           12     they put the pipe in the first place.  Somebody had a lot of 

           13     money or was a lot smarter than I am. 

           14                 There's miles and miles of pipe in this water 

           15     system and if you look at your map the people are on the 

           16     whole system, but if this thing ever builds out they will be 

           17     fine.  There's like 900 something lots but the water system 

           18     is in there and in order to serve the people you've got to 

           19     have the water main in place.  For a water main to be in 

           20     place it's got to be a minimum of six to meet State 

           21     requirements. 

           22                 MEMBER GOETSCH:  That comes back to where I was 

           23     going with this.  Are we building a system to serve those 

           24     people that you have there now or are we building a system 

           25     to serve the potential build out of Kingston in 50 years? 
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            1                 MR. DAY:  You're not doing both.  You're 

            2     building the system to meet the requirements of the State.  

            3     In order to meet the fire flow requirements and the use 

            4     requirements from the State standard that we design to, 

            5     those are the size of pipes that you need. 

            6                 CHAIRMAN KRAMER:  And yes, yes, it will be for 

            7     future funding, but in this case I don't know what the heck 

            8     you can do. 

            9                 MEMBER GOETSCH:  Then that came around to the 

           10     figure that staff gave us which was $31,000 per user is what 

           11     the cost is to the taxpayers and the water loss in the 

           12     system currently could be sustained for over 50 years and it 

           13     would come up to the same cost.  Those are just some of the 

           14     figures rattling in my mind. 

           15                 MR. DAY:  It's not going to get better, though, 

           16     it's going to get worse. 

           17                 MEMBER GOETSCH:  One of the issues and the 

           18     reason this needs to be done is because there's significant 

           19     leakage from the system and it was a potentially high cost 

           20     in the value of the water leaking out, but with these 

           21     numbers you could leak that amount of money for 50 years or 

           22     greater before you paid this kind of fee.  That's not the 

           23     answer, we don't want to just be pouring water out. 

           24                 To sum this up, the GID needs to be in place, 

           25     the collection process needs to be solid, the depreciation 
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            1     needs to be worked into the figures, and then that water 

            2     rate needs to be affordable.  If it comes out to $200 or 

            3     something, it's not going to happen anyway because nobody 

            4     can pay that. 

            5                 Is the piping size, does it have to be this 

            6     size?  That's the cost of this project is the piping size. 

            7                 MR. DAY:  To be honest with you, the cost of 

            8     installing four-inch pipe versus eight-inch pipe is not 

            9     monumentally different.  The cost of digging the hole and 

           10     backfilling and compaction is the big cost, and we can't get 

           11     any smaller piping to meet the State requirements.  Our 

           12     hydraulic model won't work based on the requirements they 

           13     have. 

           14                 MEMBER GOETSCH:  That's a good answer.  That's 

           15     what I was asking. 

           16                 MS. SIEFERT:  Andrea Siefert, Bureau of Safe 

           17     Drinking Water.  We have a minimum requirement of six 

           18     inches, so I'm assuming that the model showed -- we did look 

           19     at the model with regards to taking, was it storage off 

           20     line?  We had looked at the model and I usually look at it 

           21     and request the minimum size to serve this area.  I'm pretty 

           22     certain we addressed it.  It couldn't be less than six 

           23     inches because of your fire hydrants.  It may be eight 

           24     inches because of the length. 

           25                 MR. DAY:  You have so much head loss. 
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            1                 MS. SIEFERT:  They have customers on the north 

            2     and south end or is it east and west there?  It's not like 

            3     there's no customers from one point forward and they're 

            4     asking to fund this whole extension here.  They have 

            5     customers the whole length of the pipeline. 

            6                 MEMBER GOETSCH:  So that's a hard requirement.  

            7     I would assume that the staff or this Board has a way that 

            8     if the depreciation makes a project untenable that we could 

            9     settle for the best that we can do in a project to get the 

           10     best collection on depreciation that lets the rate be 

           11     reasonable. 

           12                 MR. STOCKTON:  Comes back to what I always say; 

           13     when you adopt policies, that those are just guidelines and 

           14     they're not legally binding on the Board or on anybody else.  

           15     This may be giving out legal advice, but the purpose of this 

           16     Board is to help the smaller systems and I think the Board 

           17     has in the past taken into account the ability of water 

           18     systems to meet that depreciation schedule.  Since it's just 

           19     a policy, it's not hard and fast binding as if it were a 

           20     law. 

           21                 MS. COUCH:  Can I speak up for a moment?  With 

           22     our agency it will be a legal binding requirement.  One of 

           23     the conditions they have to meet in our letter of conditions 

           24     is a legal document and they have to have a user rate in 

           25     place in addition to their system obligation fee that does 
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            1     cover their O and M, debt service reserve, depreciation. 

            2                 So today the rate may not be where it needs to 

            3     be, but once the project is complete, they know what it's 

            4     going to cost, they're going to have to go to that and one 

            5     of our requirements is you will have to evaluate your rates 

            6     and make sure you're where you need to be.  So working in 

            7     partnership we will be covering that end of things to a 

            8     degree. 

            9                 MEMBER SCOTT:  One of the beauties, if you will, 

           10     of this system is that you have about 700 new connections 

           11     that could come up with essentially the same thing we're 

           12     funding based on minimum standards and flows because of the 

           13     linear/vertical nature of this thing. 

           14                 Perhaps Michelle in working with Cheryl in 

           15     reconciling this issue of depreciation reserve and that sort 

           16     of thing, it may be possible that a small increment on the 

           17     connection fee might go a long way towards doing that 

           18     without necessarily harming some of the repayment capability 

           19     or some of the other things.  Just as a thought. 

           20                 MEMBER GOETSCH:  Or a large increment on the 

           21     connection fees. 

           22                 MEMBER SCOTT:  That was an open-ended increment.  

           23     It's a balance, but that way you can put some of the benefit 

           24     of the people who are out there paying today and have paid 

           25     before on to the future and at the same time you're 
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            1     generating new customers and turning $10 a month into 75 or 

            2     something when they're actually using water. 

            3                 CHAIRMAN KRAMER:  You guys have people out 

            4     there, small systems like you that are paying a heck of a 

            5     lot more for connection fees and that information is 

            6     available to use. 

            7                 MS. THISS:  I've gotten some of it.  There's 

            8     just been a real negativity against that because people in 

            9     town are afraid that it will hurt growth, but if you have to 

           10     pay for something you have to pay for something. 

           11                 MEMBER SCOTT:  Well, you can blame us. 

           12                 MS. THISS:  Okay. 

           13                 MEMBER SCOTT:  Seriously, and it's a balance.  

           14     The money has to come from somewhere and you sort of do the 

           15     best balancing you can, but I think you want to encourage 

           16     people to be customers and develop your base and at the same 

           17     time there's a really nice community out there in a really 

           18     nice setting, and a lot of people if they had to pay an 

           19     extra $500 for a connection, they might complain a little 

           20     bit, but as a practical matter, come to Carson City, come to 

           21     Reno, come to Minden, and then decide if you're happy. 

           22                 MEMBER GOETSCH:  Where they're paying 8,000, 

           23     9,000, 10,000? 

           24                 MEMBER SCOTT:  Yes, a bunch. 

           25                 MS. MANHIRE:  May I say something?  My name is 
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            1     June Manhire and I'm a resident of Kingston.  I was on the 

            2     committee that set these last water rates and raising the 

            3     connection fee and the connection fee was a big bone of 

            4     contention.  We had lots of arguments and we almost had to 

            5     revolt, I guess, at the Board meeting that approved our 

            6     recommendations because one of the board members was dead 

            7     set against raising it even as much as we did.  So it was 

            8     hard to get the 2500. 

            9                 CHAIRMAN KRAMER:  I can understand that, but at 

           10     the top of the mountain the pinnacle you're on right now is 

           11     based upon that one board member or whomever smiling. 

           12                 Well, what's the pleasure of Board?  I had one 

           13     other question.  I looked at the pricing.  How are you going 

           14     to get a contractor to go out there and bid this project 

           15     when you have to bring in pavement from Las Vegas?  I don't 

           16     know if you'll have to.  I think that -- in other words, 

           17     what I guess I'm asking is you're going to be back asking 

           18     when you get the bids if it's approved for extra money? 

           19                 MR. DAY:  Those prices were based on prices we 

           20     had and what's surprising about this is that at the Board 

           21     meeting before I was ripped on for prices being too high. 

           22                 MEMBER SCOTT:  I gave him a hard time for his $8 

           23     a square foot. 

           24                 CHAIRMAN KRAMER:  He's not the one saying it.  

           25     I'm saying it. 
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            1                 MR. DAY:  You guys need to talk amongst each 

            2     other and say which way it is.  I think the numbers are 

            3     fairly reasonable because we've bid jobs out there before.  

            4     The economy has certainly changed and I won't guarantee you 

            5     that it won't be higher, but we've got to get this thing out 

            6     quick.  The prices are going through the roof, with the 

            7     price of oil especially. 

            8                 CHAIRMAN KRAMER:  If this gets approved, you're 

            9     going to be on it quickly? 

           10                 MR. DAY:  Yes, sir. 

           11                 CHAIRMAN KRAMER:  What's the pleasure of the 

           12     Board?  Is there any other comment? 

           13                 MS. McDERMOTT:  Marcy McDermott.  Is it the 

           14     Board's intention to put a condition in the grant, in the 

           15     funding agreement itself to have them change their hookup 

           16     rates? 

           17                 CHAIRMAN KRAMER:  That can be discussed. 

           18                 MEMBER SCOTT:  My sense was that was a 

           19     suggestion, not a recommendation for a condition.  It was 

           20     more in the hopes of trying to find a way through this 

           21     potential issue on the depreciation. 

           22                 CHAIRMAN KRAMER:  Can we do that? 

           23                 MR. STOCKTON:  Bryan Stockton.  You can make it 

           24     a condition of the grant that the rates be at a certain 

           25     level before the grant can be funded, but because that leads 
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            1     to the water board, you have a choice.  If you want the 

            2     grant, you raise the rate.  If you don't want to raise the 

            3     rate, you don't get the grant.

            4                 I don't think we've done it before and it might 

            5     be a little more strong-arm than the statute, the intent of 

            6     the statute called for, but it's not completely out of the 

            7     question that you could do that. 

            8                 MEMBER ZIMMERMAN:  It seems as though Michelle 

            9     has got it covered in the conditions in that they have to 

           10     have a rate structure that makes it viable and that they can 

           11     cover all these costs.  So however they can work it out and 

           12     if that includes --

           13                 MEMBER GOETSCH:  Between hookups and rates it's 

           14     got to pay the bills. 

           15                 MEMBER ZIMMERMAN:  Correct, they'll have to 

           16     balance it out because they've have the current customers 

           17     screaming and the lot owners screaming. 

           18                 CHAIRMAN KRAMER:  Is there a part in the 

           19     agreement that spells out that the rates must support it?  

           20     Can that part be pulled apart and say the rates which 

           21     include the connection fee, et cetera, so that somebody can 

           22     just read it and they can't say you just said it was a 

           23     monthly rate? 

           24                 MEMBER ZIMMERMAN:  You could change condition 3 

           25     to say must create a rate structure which includes, but is 
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            1     not limited to, connection and monthly rate, connection 

            2     charges, if you wanted to. 

            3                 CHAIRMAN KRAMER:  I think that should be in 

            4     there if it helps them out. 

            5                 MEMBER GOETSCH:  Can we legally make a condition 

            6     that the GID be enacted and come into place that gives them 

            7     the teeth to collect these back funds? 

            8                 MR. STOCKTON:  Yeah, it's my opinion that you 

            9     could make that contingency in the agreement for the grant. 

           10                 CHAIRMAN KRAMER:  Is there any other public 

           11     comment, Board comment, applicant comment?  Let's have a 

           12     motion.  Where are we going? 

           13                 MEMBER ZIMMERMAN:  I'll move to approve the 

           14     resolution designated the 05-06-H2a, Town of Kingston water 

           15     distribution system improvements pertaining to the 

           16     determination by the Board for Financing Water Projects of 

           17     the state of Nevada to provide a grant for the purpose of 

           18     financing certain projects, making certain findings of fact 

           19     and provided other details in connection therewith, for a 

           20     total amount of $2,726,309.70, which represents 69.9 percent 

           21     of the total cost. 

           22                 CHAIRMAN KRAMER:  It's different.  Did you say 

           23     997?  That's different, isn't it?  If that's the right 

           24     figure.  Let's go. 

           25                 MEMBER ZIMMERMAN:  With the conditions as noted 
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            1     by staff, condition 3 is expanded to have the rate structure 

            2     include but not be limited to connection fees as well as the 

            3     monthly operating charges, and adding a condition 4, before 

            4     receiving grant funds a general improvement district must 

            5     have been created in the area that this water system is 

            6     serving. 

            7                 MEMBER SCOTT:  Second. 

            8                 CHAIRMAN KRAMER:  We have a motion and second.  

            9     I was thinking that maybe -- I'm getting kind of fuzzy.  We 

           10     need to add another thing.  If -- this is a joke.  If the 

           11     bids come in over, take it out of Marty's salary.  We have a 

           12     motion and a second.  Is there further discussion? 

           13                 MEMBER ZIMMERMAN:  Yes.  I'm thinking maybe I 

           14     should add to condition 4 that the reasoning behind the GID 

           15     is to allow for collectability of nonpayment on accounts. 

           16                 CHAIRMAN KRAMER:  Very good. 

           17                 MEMBER SCOTT:  I still second. 

           18                 CHAIRMAN KRAMER:  We have a motion and second.  

           19     Is there any other public input or any other input on this 

           20     issue from anybody?  We'll vote on the motion.  All those in 

           21     favor signify by saying aye.  Opposed?  Motion carries. 

           22                 (The vote was unanimously in favor of motion.) 

           23                 CHAIRMAN KRAMER:  We will resume this meeting at 

           24     1:30 sharp.

           25                 (The luncheon recess was taken.)
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            1       CARSON CITY, NEVADA, WEDNESDAY, MAY 3, 2006, 1:30 P.M.

            2                              -oOo-

            3     

            4                 CHAIRMAN KRAMER:  The State Board for Financing 

            5     Water Projects is back in session.  We're starting with item 

            6     H, capital improvement grant program, City of Yerington, 

            7     H-2-b.  Staff. 

            8                 MS. STAMATES:  This is a grant application.  The 

            9     city of Yerington is located in Mason Valley on the Walker 

           10     River approximately 42 miles southeast of Carson City.  The 

           11     city is seeking a grant for a preliminary engineering report 

           12     and pilot testing for arsenic treatment.  The Division 

           13     ranked this project as a class 2 chronic health concern 

           14     water project. 

           15                 Arsenic exceeds the maximum contaminant level in 

           16     most of the system's wells.  The only well that has 

           17     consistently been below the standard is the Mason well.  The 

           18     EPA recently established a new arsenic rule that lowered the 

           19     MCL for arsenic from 50 parts per billion to ten parts per 

           20     billion.  Arsenic levels in city wells range from 7 to 17 

           21     parts per billion. 

           22                 The city filed for an exemption with the Bureau 

           23     of Safe Drinking Water.  This city serves more than 3,300 

           24     people.  If granted an exemption the city would have only 

           25     three years from January 23rd, 2006 to come into compliance. 
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            1                 The Bureau of Safe Drinking Water requires an 

            2     evaluation of alternatives and a determination as to the 

            3     most viable treatment approach that will ensure a safe and 

            4     reliable supply of water to the Yerington water users. 

            5                 The city of Yerington received an AB 198 grant 

            6     in March of 2001 for water system improvements to connect 

            7     the Mason water system to the city of Yerington system.  

            8     Construction on the project is now complete. 

            9                 The city will begin funding a capital 

           10     replacement reserve account in accordance with the Board's 

           11     policy on depreciation in the next year.  At the meeting on 

           12     January 25th, 2006 the Board voted unanimously in favor of a 

           13     motion to accept the letter of intent from Yerington for a 

           14     PER and pilot study. 

           15                 Staff recommends the grant request for a PER and 

           16     pilot test for arsenic treatment be approved for a two-year 

           17     period subject to the conditions given.  The grant amount 

           18     should not exceed $47,600 or 85 percent of the eligible 

           19     project costs estimated to be $56,000.  In this case it is 

           20     the city's responsibility to manage this project in a cost 

           21     efficient manner and to achieve project completion on time 

           22     and within budget. 

           23                 Staff's conditions include only one and it is 

           24     the PER is subject to the applicable portions of the quality 

           25     control check list developed by the Infrastructure of Nevada 
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            1     Communities' Working Group, and we put that on there every 

            2     time so that the people know that they are conforming to the 

            3     structure that groups like the USDA requires for funding of 

            4     capital improvement projects in case it was questioned. 

            5                 CHAIRMAN KRAMER:  Would the applicants please 

            6     come forward, and if the Board has any questions of staff or 

            7     the applicant, let's go from there and try to cut this down. 

            8                 MEMBER SCOTT:  I've got a couple questions, 

            9     Mr. Chairman.  This talks about the Willowcreek system, the 

           10     Mason system and the Yerington system, they're all mentioned 

           11     in here.  Are the wells that we're looking at in the 

           12     description a combination of wells for all those systems?  

           13     We've got Mountain View well, Broadway well, Rio Vista well 

           14     and Mason Road.

           15                 I'm wondering how does the description relate in 

           16     terms of is this the whole system that's kind of being 

           17     considered, is it the Yerington system, and how is a PER 

           18     going to address the Mason and the Willowcreek systems as 

           19     part of what appears to be being administered in some ways 

           20     together and in other ways separately. 

           21                 I'm really getting to how are the systems 

           22     connected and how do they operate and what's the proposal 

           23     for how they're going to operate? 

           24                 MR. FARR:  My name is Brent Farr with Farr West 

           25     Engineering here on behalf of the city of Yerington.  
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            1     They're all in homeland security training today that was 

            2     scheduled a long time ago, so they apologize for not being 

            3     here. 

            4                 Great question.  First, the easiest one is 

            5     Willowcreek.  Willowcreek was consolidated with Yerington 

            6     and their wells were abandoned, so they're served from wells 

            7     in Yerington so they have none of their own wells. 

            8                 The Mason and Yerington systems technically are 

            9     connected but they're two separate enterprises.  They're 

           10     both owned and operated by the city of Yerington but still 

           11     sort of managed as separate systems, if you will, enterprise 

           12     funds. 

           13                 The Rio Vista and Mason Road wells are the two 

           14     wells that serve Mason and the other two serve Yerington, 

           15     but the project is going to basically look at solutions for 

           16     all four wells.  I don't know if that answers your question, 

           17     but essentially in my mind it's really one system and we're 

           18     going to look at solutions that way. 

           19                 The way they operate that is kind of unusual 

           20     because they're connected yet they stay separate as far as 

           21     water goes.  They are on different pressure systems too.  So 

           22     they don't flow, and that might be one thing we have to look 

           23     at because if you perhaps could put treatment on to a 

           24     certain well it might end up help saving money for Yerington 

           25     and vice versa, so we're going to look at those kind of 
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            1     solutions as well.

            2                 CHAIRMAN KRAMER:  Further questions from the 

            3     Board? 

            4                 MEMBER SCOTT:  The funding of the capital 

            5     replacement reserve account is going to start, is that what 

            6     I heard you say, Michelle? 

            7                 MS. STAMATES:  Yes.  They haven't finished the 

            8     project.  Essentially it's closing out now.  It will start 

            9     in the next year. 

           10                 CHAIRMAN KRAMER:  Any comments from the audience 

           11     on this particular PER?  Is there a motion? 

           12                 MEMBER ZIMMERMAN:  I'll make a motion to approve 

           13     the resolution designated the 05-06-H2b Yerington arsenic 

           14     PER and pilot testing pertaining to the determination by the 

           15     Board for Financing Water Projects of the state of Nevada to 

           16     provide a grant for the purpose of financing certain 

           17     projects, making certain findings of fact and providing 

           18     other details in connection therewith, for a total amount 

           19     not to exceed 47,600, which is 85 percent of the total cost 

           20     of 56,000 subject to the staff conditions. 

           21                 MEMBER GOETSCH:  I second that. 

           22                 CHAIRMAN KRAMER:  We have a motion and second.  

           23     Is there any further discussion from the audience or 

           24     anybody?  Hearing none, we'll vote on the question.  All 

           25     those in favor signify by saying aye.  Opposed?  Motion 
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            1     carries. 

            2                 (The vote was unanimously in favor of motion.)

            3                 CHAIRMAN KRAMER:  Thank you.  Now you're there 

            4     for the next one too, right?  Go ahead.  Michelle. 

            5                 MS. STAMATES:  This is a grant application for 

            6     the Beatty Water and Sanitation District.  The Beatty water 

            7     system is located in Nye County northwest of Las Vegas.  The 

            8     district is seeking a grant for a preliminary engineering 

            9     report and pilot testing for arsenic treatment. 

           10                 The Division ranked this project as a class 2 

           11     chronic health concern water project.  The EPA recently 

           12     established a new arsenic rule that lowered the maximum 

           13     contaminant level for arsenic from 50 to ten parts per 

           14     billion.  Arsenic exceeds the MCL in two of the four system 

           15     wells in Beatty. 

           16                 Arsenic levels in the four wells range from 

           17     eight to 30 parts per billion.  The Indian Springs well and 

           18     Summit well are in compliance with the new arsenic rule, 

           19     while well number 1 and EW-4 well are not in compliance.  It 

           20     is anticipated that well 1 will be abandoned for the 

           21     district to comply leaving only EW-4 well requiring 

           22     treatment. 

           23                 The district filed and qualified for an 

           24     exemption with the Bureau of Safe Drinking Water.  The 

           25     district serves less than 3,300 people and the blended 
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            1     arsenic level should remain less than 20 parts per billion. 

            2                 Given their exemption and if granted subsequent 

            3     extensions the district could have up to nine years from 

            4     January 23rd, 2006 to come into compliance.  The Bureau's 

            5     Safe Drinking Water requires an evaluation of alternatives 

            6     and a determination as to the most viable treatment approach 

            7     that will ensure a safe and reliable supply of water to the 

            8     Beatty water users. 

            9                 The Beatty Water and Sanitation District 

           10     received an AB 198 grant in March of 1996 for water system 

           11     improvements to eliminate the high fluoride levels in their 

           12     water system.  The district began funding an account with 

           13     the State investment pool in 1999 in accordance with the 

           14     Board's policy on depreciation. 

           15                 At the meeting on January 25th, 2006, the Board 

           16     voted unanimously in favor of the motion to accept the 

           17     letter of intent from Beatty for a PER and pilot study.  

           18     Staff recommends the grant request for a PER and pilot 

           19     testing for arsenic treatment be approved for a two-year 

           20     period subject to the conditions given. 

           21                 The grant amount should not exceed $51,850 or 85 

           22     percent of the eligible project costs estimated to be 

           23     $61,000.  It is the district's responsibility to manage this 

           24     project in a cost efficient manner to achieve project 

           25     completion on time and in budget. 
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            1                 Staff's conditions include only one and that is 

            2     that the PER is subject to the applicable portions of the 

            3     quality control check list developed by the Infrastructure 

            4     for Nevada Communities'' Working Group. 

            5                 CHAIRMAN KRAMER:  Board, do you have questions 

            6     of the applicant? 

            7                 MEMBER GOETSCH:  Did the staff get the financial 

            8     statements and things that were requested? 

            9                 MS. STAMATES:  Yes.  We were supplied the 

           10     evidence that they've been funding their capital replacement 

           11     account and doing a very nice job of it.  It's very clear in 

           12     their statement. 

           13                 MEMBER GOETSCH:  There was a discrepancy in the 

           14     number.  We had a number in our first page in our book that 

           15     said approximately 1100 persons served.  I just heard a 

           16     number of 3,000. 

           17                 MS. STAMATES:  The district serves less than 

           18     3,300 people. 

           19                 MEMBER GOETSCH:  What's the difference between 

           20     1100 and 3300? 

           21                 MEMBER SCOTT:  The 3300 is an arsenic threshold. 

           22                 MEMBER GOETSCH:  So 1100 is accurate, they're in 

           23     the category of below 3300? 

           24                 MS. STAMATES:  Yes. 

           25                 MEMBER GOETSCH:  That's all I had. 
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            1                 CHAIRMAN KRAMER:  Any comments from the public 

            2     or the applicant?  Hearing none, is there somebody who wants 

            3     to make a motion? 

            4                 MEMBER GOETSCH:  I can give that a try.  I'll 

            5     make a motion to approve a resolution designated the 

            6     05-06-H2c Beatty arsenic PER and pilot testing pertaining to 

            7     the determination by the Board for Financing Water Projects 

            8     of the state of Nevada to provide a grant for the purpose of 

            9     financing certain projects, making certain findings of fact 

           10     and providing other details in connection therewith. 

           11                 The recommendation for approval for a two-year 

           12     grant is subject to the conditions given by staff and the 

           13     grant amount should not exceed $51,850. 

           14                 MEMBER SCOTT:  I'll second.  Did Stephanne have 

           15     any corrections on that motion? 

           16                 MEMBER ZIMMERMAN:  No.  Brad did a great job. 

           17                 CHAIRMAN KRAMER:  Is there any further 

           18     discussion necessary?  Hearing none, I'll call for the 

           19     question.  All those in favor signify by saying aye.  

           20     Opposed?  Motion carries. 

           21                 (The vote was unanimously in favor of motion.)

           22                 CHAIRMAN KRAMER:  The next item on the agenda 

           23     list is H-2-D, Pershing County Water Conservation District. 

           24                 MS. STAMATES:  This is a grant application for 

           25     Pershing County.  The Pershing County Water Conservation 
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            1     District developed a master plan to improve the efficiency 

            2     and water conservation of the water storage facilities and 

            3     irrigation operations. 

            4                 The distribution system for the district 

            5     includes approximately 107 miles of canals with associated 

            6     dams and diversion structures.  There are 11 principal 

            7     structures including one dam and one diversion pond, as well 

            8     as a number of smaller diversion facilities.  Most of these 

            9     structures have outlived their useful life and are in need 

           10     of renovation or replacement.  This construction project 

           11     would implement some of the repairs and improvements 

           12     recommended in the master plan. 

           13                 It is the opinion of the Board's staff and the 

           14     Nevada Division of Water Resources that the provisions of 

           15     NRS 349.981 (1)(b)(5) and (6) make this project grant 

           16     eligible in that this project is improving both the 

           17     efficiency of irrigation operations and water storage. 

           18                 A construction project proposed in this grant 

           19     application is currently planned for a five-year time period 

           20     with the following elements.  In the first two and a half 

           21     years, engineering design and permitting for all project 

           22     elements would occur, as well as replacement of the Old 

           23     Channel and Union Canal diversion structures and the Upper  

           24     and Lower Pitt-Taylor dam stability studies. 

           25                 From the two-and-a-half-year to the five-year 
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            1     point they would complete the replacement of the Old Channel 

            2     and Union Canal diversion structures, there would be the 

            3     installation of a backup structure at the Humboldt plug, 

            4     replacement of the Upper and Lower Pitt-Taylor dam control 

            5     structure and replacement of Anker Pond and installation of 

            6     slide gates on Pitt and Rodgers Dams. 

            7                 The total eligible project costs are $4,654,450.  

            8     At an 85 percent grant amount, the grant would be 

            9     $3,956,282.50 for the full project. 

           10                 The total estimated district share of the 

           11     project is $698,167.50 and would be funded through an 

           12     existing reserve fund, through grant funds from the U.S. 

           13     Bureau of Reclamation and in-kind construction by the 

           14     district. 

           15                 The water rate for the district is currently 

           16     $18.82 per acre foot for the 37,506 irrigated acres that 

           17     have water rights.  They had $1.50 per acre foot for the 

           18     3700 irrigated acres without water rights.  The district 

           19     board has instituted a temporary assessment of district 

           20     water users that will generate an additional $56,225 per 

           21     year for the duration of the project.  This will generate a 

           22     total of $281,125 over the five-year project duration. 

           23                 The capital generated by this assessment would 

           24     be used to cover any possible contingencies that arise 

           25     during the project implementation and may be used in lieu of 
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            1     in-kind services. 

            2                 The Board unanimously voted in favor of a motion 

            3     to approve the letter of intent for the Pershing County 

            4     Water Conservation District in January of 2006.  Project 

            5     priorities proposed in the grant application have been 

            6     modified to address previous Division of Water Resources 

            7     concerns about the condition of the Upper and Lower 

            8     Pitt-Taylor reservoirs. 

            9                 This is a complex multi-phased project.  Project 

           10     elements may have to be bid together or separately to 

           11     achieve a more cost effective implementation.  Seasonal 

           12     variation in channel flow and total storage may necessitate 

           13     a change in project element order.  Noting that some 

           14     elements will require more planning, design and permitting 

           15     than others, the district requests that the Board make a 

           16     single grant for a period of five years in order to allow 

           17     flexibility in the progress of the project. 

           18                 Staff recommends that this project be funded for 

           19     $3,956,282.50.  This is 85 percent of the eligible project 

           20     costs of $4,654,450.  This is subject to the conditions 

           21     listed and I'll give those in a moment. 

           22                 The grant period will be five years.  It is the 

           23     district's responsibility then to manage this project in a 

           24     cost efficient manner to achieve completion of all of the 

           25     included elements on time and within this budget. 
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            1                 Staff conditions are, number 1, before a funding 

            2     agreement will be signed, the district must have their match 

            3     funding in place. 

            4                 Number 2, the Upper and Lower Pitt-Taylor 

            5     Reservoirs must continue with restricted storage until such 

            6     a time as an assessment of their condition is completed and 

            7     acted upon.  All conditions by the Division of Water 

            8     Resources must be met. 

            9                 And number 3, the district will work with the 

           10     Division of Water Resources and staff to assure that all 

           11     comments, questions and recommendations from Water Resources 

           12     are addressed at each progress element. 

           13                 CHAIRMAN KRAMER:  I have a question for you 

           14     which I was talking to Brent about before the meeting.  

           15     Isn't there an effort along the Humboldt to do away with 

           16     salt cedar tamarisk? 

           17                 MS. STAMATES:  They were asked to evaluate 

           18     whether or not the tamarisk was a good solution. 

           19                 CHAIRMAN KRAMER:  I don't think it is.  We need 

           20     to get rid of all of that because that's the reason the 

           21     Humboldt is as screwed up as it is in many ways because 

           22     there's a lot of water going to those doggone trees, and I 

           23     don't know, but I think the State's taken the position or 

           24     the feds that they want to eradicate it anyplace they can. 

           25                 Maybe somebody knows more than me on this, but I 
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            1     think that should be, in some way it should be in the 

            2     conditions that we will hear something about that.  I really 

            3     don't know where it is. 

            4                 MS. STAMATES:  Well, condition number 2 actually 

            5     goes into the evaluations that DWR specified.  Do you want 

            6     me to read them in their entirety?  

            7                 CHAIRMAN KRAMER:  Yes. 

            8                 MS. STAMATES:  "The evaluation of the condition 

            9     and safety of the embankments and necessary refurbishments 

           10     must satisfy the Division of Water Resources that dam safety 

           11     is assured prior to filling of the Upper and Lower 

           12     Pitt-Taylor Reservoirs.  The scope of the work proposed must 

           13     include the assessment of conditions of the embankments in 

           14     section 7, township 32 north, range 33 east which bounds the 

           15     northwest side of the Upper Pitt-Taylor Reservoir".

           16                 The second condition is to further evaluate the 

           17     effectiveness of tamarisk as an embankment protection versus 

           18     mechanical revetment, and those are in their letter as 

           19     recommendations. 

           20                 CHAIRMAN KRAMER:  From my standpoint I don't 

           21     want to see them come back and say we've evaluated it and 

           22     think salt cedar is the cheapest way to go.  Well, it's not 

           23     in my opinion.  If this is approved the tamarisks ought to 

           24     go.  That's just my opinion.  Go ahead. 

           25                 MEMBER SCOTT:  Gentlemen, the last time you guys 
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            1     were here you had just received the comments of the Division 

            2     of Water Resources, and I see you made some modifications, 

            3     but can you kind of walk me through what's being proposed in 

            4     response to that?  And I just want to make sure we're all on 

            5     the same page, and of course the other thing is I assume 

            6     that you're still going to try to keep the Pitt-Taylors in 

            7     the system.  I wanted want us to avoid the Pitt-Taylors 

            8     because there were embankment issues or geotech questions. 

            9                 MR. HODGES:  Let me first address Mr. Kramer's 

           10     issue on what we've been dealing with on the tamarisk 

           11     control.  Just to give you a little background, originally 

           12     in the early '60s the State mandated that salt cedar, the 

           13     tamarisks be eliminated at Pitt-Taylor.  The district came 

           14     in and eliminated those salt cedars but they didn't come 

           15     back with any rip rap or rock or anything like that or any 

           16     vegetation to replace it. 

           17                 I can't remember if it was the following year, 

           18     might have been two or three years later that they had some 

           19     wet years and they put some water back in storage in there, 

           20     and whenever you had winds coming out of the north you had 

           21     problems and so forth.  Those salt cedars started coming 

           22     back at a later date and they were left there simply because 

           23     of the problems before. 

           24                 Like you pointed out, the Humboldt Sink and the 

           25     Humboldt watershed, the lower reaches of it are a real 
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            1     issue, salt cedar is a real issue on them to the point where 

            2     chemical control is just almost out of the question because 

            3     you'd be looking at over $100 an acre if you tried to treat 

            4     it chemically.  About four years ago the University of 

            5     Nevada, five years ago, we actually started about ten years 

            6     ago, but we got started with releasing the salt cedar 

            7     beetle, the tamarisk beetle for biological control. 

            8                 Extreme success with them.  Started out with 

            9     four colonies just in little cages about the size of this 

           10     desk and kept them in there for about four years and let 

           11     them get going and stuff and then they turned them lose.  

           12     Within four years it had overtaken the entire Humboldt Sink 

           13     as far as finding where the beetles were at.  Also had moved 

           14     into the upper reaches of the Stillwater, had moved over to 

           15     Brady's Hot Springs like you're going down to Fernley, and 

           16     had made their way into Rye Patch. 

           17                 The plans with the State in talking with their 

           18     representative is they wanted to try to just keep 

           19     introducing those beetles as they move up and there comes a 

           20     point longitude and latitude wise, and I'm not familiar with 

           21     them but from what I'm being told you to have a different 

           22     species of the beetle and to me they look like an elm 

           23     beetle, but the secret is biological control. 

           24                 What you were talking about, Mr. Kramer, this is 

           25     an ongoing thing, that is the goal is to eradicate those. 
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            1                 CHAIRMAN KRAMER:  Would part of that project 

            2     being putting some funds to whoever is doing that to help 

            3     this? 

            4                 MR. HODGES:  It's already being done.  Those 

            5     salt cedar, the last year the tamarisk beetle was found 

            6     halfway up Rye Patch which is 22 miles long, spans about 

            7     eight or nine miles up. 

            8                 CHAIRMAN KRAMER:  Let me ask it this way.  Does 

            9     the Department that put these beetles out, do they have to 

           10     buy them and raise them? 

           11                 MR. HODGES:  Not now.  What they are doing now 

           12     is the university would collect them, they have such a large 

           13     number of them now and just transport them, move them from 

           14     one site to another.  About four or five years ago they 

           15     transported them from, were catching them down on the 

           16     Humboldt Sink in the upper reaches and transferring them up 

           17     ten, 12 miles at a time, eight miles, whatever. 

           18                 Once they got established it was easy to collect 

           19     them and move them. 

           20                 CHAIRMAN KRAMER:  My point here is since we're 

           21     discussing this particular project, can't it be, if there 

           22     are some funds out there to collect some more beetles, the 

           23     more the merrier, could that be a part of this project?  

           24     It's going to be to you guys' benefit anyway. 

           25                 MR. FARR:  The answer to that currently is it's 
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            1     not part of the project.  We hadn't requested funding to 

            2     help assist that effort I think is what you're asking.  Not 

            3     that it couldn't be. 

            4                 CHAIRMAN KRAMER:  I think that ought to be 

            5     looked into because I would hate to submit all this money 

            6     and because there wasn't a zipper between the other people 

            7     who were doing it and what you guys are doing, the salt 

            8     cedar started up again and you guys got problems. 

            9                 I was just thinking here is a chance for a 

           10     project that's going to go in an area that still has salt 

           11     cedar to maybe put some periphery money in or give some 

           12     money to the State or whoever and put some more beetles in.  

           13     That's what I'm thinking.  It can't be that expensive.

           14                 I've been up in your area and oh, man, they've 

           15     made an impact but we don't want to spend all this money and 

           16     have the impact not stay that way.  That was my only concern 

           17     about this project or the biggest part of it.  

           18                 MR. HODGES:  It's always been our goal to 

           19     replace those salt cedar.  We don't know if we can find a 

           20     plant that's more desirable or if it's just going to have to 

           21     be rock rip rap, but that has always been the Board's desire 

           22     to eliminate that.  Just in the past it wasn't economically 

           23     feasible to do it chemically.  Biologically now it's more 

           24     effective and cheaper. 

           25                 CHAIRMAN KRAMER:  You've heard my concerns and 
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            1     your concerns.  I think that should be part of this package 

            2     myself. 

            3                 MEMBER SCOTT:  Can I summarize what I thought I 

            4     heard, Benny, is that you're making good progress with the 

            5     beetles and it's your intention to continue to use them? 

            6                 MR. HODGES:  Yes. 

            7                 MEMBER SCOTT:  From Michelle's perspective, 

            8     you're saying you've got some reservations about using them 

            9     on embankments or DWR does? 

           10                 MS. STAMATES:  I'm only trying to include all of 

           11     the comments from NDEP, but they definitely wanted them to 

           12     evaluate whether that was the proper solution.  Whether 

           13     that's the right plan or not, it was specifically called out 

           14     in the recommendation, that they look at that seriously 

           15     versus doing something mechanical. 

           16                 MEMBER SCOTT:  To me your condition covers that 

           17     issue and I think I have a lot more background.  Back to my 

           18     other question about the Division of Water Resources' 

           19     comments and how you see things proceeding now as opposed to 

           20     what we were looking at earlier before we had those 

           21     questions raised. 

           22                 MR. SUMMERS:  Dan Summers for Farr West 

           23     Engineering.  When we received the letter after the approval 

           24     of the letter of intent we addressed all the conditions and 

           25     that was one of the conditions, to make sure that we changed 

                                              119

                                CAPITOL REPORTERS (775) 882-5322

            1     the priorities on the list to bump up the condition 

            2     assessment of the dams.  So we asked for a preliminary 

            3     estimate and scope of work from Dyer Engineering and they 

            4     provided that and we provided a summary of that scope to the 

            5     Division of Water Resources, to Michael Anderson. 

            6                 Consequently, he approved the course of action 

            7     that we had proposed and I don't have the exact scope in 

            8     front of me, but Michael wrote us a letter and I believe 

            9     Michelle received a copy of that letter. 

           10                 MS. STAMATES:  Yes, the Board received a copy. 

           11                 MR. SUMMERS:  That's where we're at.  We were 

           12     approved other than he did add that he wanted an assessment 

           13     of the effectiveness of the tamarisk beetle. 

           14                 MEMBER SCOTT:  You're asking for the whole 

           15     project funding with the idea that you'll be able to do 

           16     picking and choosing depending on conditions and how things 

           17     work out when you do some preliminary work.  Benny, there's 

           18     a big chunk in here for in-kind construction by the district 

           19     and this is a good-sized project. 

           20                 Talk to me about how you see the management and 

           21     the execution of this project.  I also noted that there's a 

           22     pretty good-sized engineering fee, so I presume there's a 

           23     fair amount of field inspection and that sort of thing, but 

           24     something like this which is diverse and scattered in 

           25     different phases at different times to me is going to 

                                              120

                                CAPITOL REPORTERS (775) 882-5322

            1     require somebody to really stay on top of it to keep all the 

            2     pieces coming together and make sure that everything from 

            3     budgets to manpower are handled. 

            4                 Can you outline for me how you see that coming 

            5     together and what the plan is there? 

            6                 MR. HODGES:  We've talked to the board, with our 

            7     water district board.  Obviously they had to be in favor of 

            8     this before we applied for this grant.  This is kind of 

            9     similar to something we did back in the mid '90s.  Rye Patch 

           10     was declared unsafe by the Bureau of Reclamation in the 

           11     event of an earthquake that would happen of 7.5 magnitude 

           12     within one mile of the epicenter of the dam. 

           13                 So we had a four and a half million dollar SOD, 

           14     safety of dam project to do Rye Patch.  Our cost was one and 

           15     a half million dollars.  We paid that off in three years, 

           16     either three years or five years.  At that time we didn't 

           17     have any in-kind work on that project.  That was just 

           18     strictly we had to budget for it and assess for it on an 

           19     annual basis. 

           20                 What we do annually is I sit down every year, 

           21     figure out what my budget is going to be, try to look at the 

           22     coming year and I make a recommendation to the board and the 

           23     board then goes over it and either accepts it, modifies it, 

           24     changes it or we all come to an agreement on it. 

           25                 Now, as an example, we always try to keep some 
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            1     money in a rainy day fund for emergencies and we've got 

            2     between 300 and $500,000 in two separate funds that we use 

            3     for emergencies or unforeseen major repairs or equipment 

            4     purchases or stuff like that. 

            5                 With the equipment we have, some of the 

            6     equipment we have we think that we can do not a large 

            7     portion but enough portion of in-kind work to make a 

            8     difference and then we would also be budgeting that annually 

            9     extra as far as on a per acre basis.  It may be $2 an acre, 

           10     it might be $3 an acre.  The board is aware of this. 

           11                 What's going to be a limiting factor -- I don't 

           12     like to use the word limiting, it could be limiting 

           13     sometimes -- is what's the weather, what's mother nature 

           14     going to give you.  If, for example, with the water flows we 

           15     have now, we have water going into the Pitt-Taylors.  If Rye 

           16     Patch was to be full or almost full at the end of the 

           17     irrigation season and we couldn't empty all of the water 

           18     into the Pitt-Taylors, from the Pitt-Taylors into Rye Patch, 

           19     that's why we would need the flexibility maybe to shift 

           20     gears to do something else. 

           21                 Is the river going to slow down running in the 

           22     winter?  Usually after high water years like this the 

           23     Humboldt River is like any other river, it runs abnormally 

           24     high the year-round.  I think those are the issues.  That to 

           25     me is what's going to dictate it. 
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            1                 I think us managing the project with the help of 

            2     Farr West Engineering and being able to assess the board and 

            3     with the existing rainy day fund that we have, I think from 

            4     the financial end of it we can handle it.  To me it's very 

            5     similar to the safety of dams project that we did in the mid 

            6     '90s.  That's the way I look at it. 

            7                 CHAIRMAN KRAMER:  Further questions? 

            8                 MEMBER ZIMMERMAN:  More on that.  How do you 

            9     come up with a number?  You basically take your man-hours 

           10     and a rate?  I was trying to figure out how the numbers 

           11     developed, the 458,000. 

           12                 MR. HODGES:  Is that a hard number?  No.  It's 

           13     just something that we think we could do.  We took what our 

           14     equipment was, what we charge per hour to the constituents, 

           15     like our dump trucks are $70 an hour, our trackhoes are $70 

           16     an hour, some of the other stuff is $70 an hour, we took 

           17     backhoes, trackhoes, bladers, graders, whatever, and just 

           18     tried to implement and pick the current value that we charge 

           19     the constituents if they hire us to do something and that's 

           20     how we came up with that figure. 

           21                 MEMBER ZIMMERMAN:  Is that total number wrapped 

           22     into the 4.6 million then? 

           23                 MR. HODGES:  I think it was $465,000, wasn't it? 

           24                 MR. FARR:  That number is consistent with the 

           25     total project costs. 
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            1                 MEMBER ZIMMERMAN:  It's included in the 4.6 

            2     million? 

            3                 MR. FARR:  Correct. 

            4                 MEMBER ZIMMERMAN:  That just seems odd that you 

            5     would include that number.  I'm not sure if it should be 

            6     included in the total project cost as a base for the 85 

            7     percent is my only question, if it's an in-kind 

            8     contribution. 

            9                 MR. FARR:  It's kind of an odd thing.  I think 

           10     generally it is included in the total just because if you 

           11     look at the project, say there is a certain limit that they 

           12     could do as part of the total project cost and they could do 

           13     that work and therefore it's a piece that they do and 

           14     there's a match. 

           15                 MEMBER ZIMMERMAN:  Is that normal procedure?  I 

           16     don't remember seeing that. 

           17                 MR. STOCKTON:  It's in all our funding 

           18     agreements and I think a lot of them say that any in-kind 

           19     match can't be just your normal maintenance jobs, it has to 

           20     be something specifically directed to the project and billed 

           21     at a reasonable rate.  And I haven't looked up the statute 

           22     that allows it, but I know we have that provision in all the 

           23     funding agreements to allow grant recipients to do in-kind 

           24     work as part of their matching funds. 

           25                 MEMBER ZIMMERMAN:  Okay.  Good. 
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            1                 MEMBER GOETSCH:  I have a couple that are a 

            2     little different.  One back to what we did do.  I had a 

            3     little bit of trouble and I think we need to be careful with 

            4     one State agency taking State funds and giving them to a 

            5     project that's using or promoting tamarisk and we're giving 

            6     hundreds of thousands of dollars to eradicate tamarisk and I 

            7     think that's important and I think you guys need to figure 

            8     out a different way to do it.  The State can't be funding 

            9     growing tamarisk and killing tamarisk at the same time to 

           10     people paying the bills. 

           11                 The other one is a different concern.  You list 

           12     in here 37,506 irrigated acres.  Is that growing or 

           13     declining? 

           14                 MR. HODGES:  No, that's stayed the same since 

           15     basically 1936. 

           16                 MEMBER GOETSCH:  So your project's strong and 

           17     consistent and agricultural income for Pershing County is up 

           18     as it is in other agricultural counties, so that's a good 

           19     aspect. 

           20                 I'm going to look at this and ask a question.  I 

           21     don't know if it connects at all or if you looked at it, but 

           22     there are currently three or four initiatives in the area of 

           23     Granite Springs reaching out towards the end of the Humboldt 

           24     River from Reno, Sparks, Fernley, some proposed piping and 

           25     interbasin water transfer projects. 
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            1                 I have a concern a little bit here just thinking 

            2     if we're funding a project that's going to bring more water 

            3     and increase irrigation, at the same time there's a planned 

            4     project to come in and suck groundwater out of those areas, 

            5     there seems to be a conflict in my mind.  Are you aware of 

            6     any of those projects reaching wells into your area? 

            7                 MR. HODGES:  Are you referring to Aqua Track?  

            8     Aqua Track is Summit Engineering's project.  They did the 

            9     same thing about ten years ago under the name of Echo Vision 

           10     in Elko County.  In Pershing County there's a system up 

           11     there that has large land holdings out there.  They would be 

           12     the ones more affected.  Those Aqua Track applications are 

           13     all in western Pershing County. 

           14                 MEMBER GOETSCH:  Outside of the basin? 

           15                 MR. HODGES:  They are in a different basin than 

           16     the irrigation district is in. 

           17                 MEMBER GOETSCH:  My thoughts and concerns would 

           18     be is it would concern me if this Board were financing 

           19     projects that maybe through some other strategy we're 

           20     actually bringing water to provide water for one of those 

           21     private proposals.  There's no connection physically or any 

           22     other way between those? 

           23                 MR. HODGES:  I monitor it for the county and I 

           24     see the applications, but it wouldn't affect the water 

           25     district because it's in a different basin and it's far 
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            1     enough away that it wouldn't have any bearing on it. 

            2                 MEMBER SCOTT:  Do you guys own the reservoir, 

            3     the dam yet, finally? 

            4                 MR. HODGES:  Since we were here last time the 

            5     Department of the Interior has issued a record of decision 

            6     that they will accept the environmental impact statement of 

            7     transfer of the Humboldt project.  So what that means is the 

            8     Department of the Interior is going to transfer the project.  

            9     What has to be completed now is the cultural portion of the 

           10     EIS, the cultural resources portion and that could take five 

           11     years. 

           12                 But as far as the negotiation and the political 

           13     hoopla or anything else associated with title transfer, that 

           14     is done and when the EIS is complete, it could take up to 

           15     five years or seven years to finish the project. 

           16                 MEMBER SCOTT:  That's almost unprecedented to 

           17     get one of those back from the Bureau of Reclamation. 

           18                 MR. HODGES:  Especially a project of that size.  

           19     It's been a long time coming. 

           20                 MEMBER SCOTT:  Oh, I know.  Dam safety might 

           21     have related to that too.  One other question and I alluded 

           22     to it before, but there's a relatively significant 

           23     engineering cost percentage as it relates to construction, 

           24     and I guess I would ask how do you see out-of-the-ordinary 

           25     engineering costs or multiple design costs? 
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            1                 It seems a little high for such a large project 

            2     but I'm sure that there's a lot of elements to this and 

            3     maybe, Brent, you can address that? 

            4                 MR. FARR:  Some of these elements are outside of 

            5     our expertise.  We're not going to be the only company 

            6     working on this project and Dyer Engineering helped with 

            7     some of those initial estimates and there's some stuff that 

            8     we don't dabble in and there's more specialized geotechnical 

            9     investigation associated with some of the these embankments 

           10     and dams. 

           11                 Like even the Pitt-Taylor Dam stability study is 

           12     210,000 just for that and that's because there's quite a bit 

           13     of drilling involved.  That's the best I can tell you.  From 

           14     our standpoint we're just kind of on the standard end with 

           15     the construction inspection.  I think all that was fairly 

           16     standard. 

           17                 MEMBER SCOTT:  A 200,000 geotech item is a 

           18     little out of the ordinary, so I can understand that. 

           19                 MR. FARR:  That whole item was as a result of 

           20     our negotiations with Water Resources. 

           21                 MEMBER SCOTT:  Shouldn't Kurt's budget be 

           22     helping with that? 

           23                 MR. FARR:  I think it's just the nature of the 

           24     work is probably the reason. 

           25                 CHAIRMAN KRAMER:  Further comments at this time? 
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            1                 MEMBER ZIMMERMAN:  I have a question.  I'm just 

            2     curious.  Michelle had mentioned that getting this approved 

            3     in total rather than in phases provides flexibility for you.  

            4     Can you help me understand that?  Because we've been leaning 

            5     more towards granting funds in, say, a two-year block such 

            6     that we're not tying up these funds because we do have this 

            7     rolling authority, funds free up, so there will be funds in 

            8     the future. 

            9                 MR. FARR:  We've had a lot of discussion with 

           10     Michelle about that and we kind of came to this conclusion.  

           11     There's a few things, for example, early on in this project 

           12     we're going to have to go to construction on one of the 

           13     pieces because there's Bureau of Reclamation money that's 

           14     matching it and they want that done this fall is my 

           15     understanding.  That's just one example. 

           16                 Then the flexibility of what Benny was alluding 

           17     to there with what mother nature may bring as far as not 

           18     being able to construct one year and having to construct the 

           19     following year, having an opportunity earlier rather than 

           20     later.  Some of those projects will probably go fairly soon.  

           21     The one on the Pitt-Taylor may lag behind because of the 

           22     environmental and permitting requirements because it's in 

           23     the river.  We just felt like we needed some flexibility 

           24     there. 

           25                 MEMBER ZIMMERMAN:  You're saying you're just not 
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            1     sure what aspect of the project you would start off with 

            2     because weather conditions could affect when you start, so 

            3     you want to be able to move to different parts of the 

            4     project as it's deemed most appropriate? 

            5                 MR. FARR:  That's well said, and the fact that 

            6     he's got some in-kind in there too, having the staff 

            7     available for certain projects.  I think what we kind of 

            8     worked out is trying to be as specific as we can when we 

            9     forecast cash flow requirements for the sake of the Board 

           10     and this group here so that when you do your bonding you can 

           11     get a feel for how much you need. 

           12                 So we're going to do our best to try to do that 

           13     year after year, quarter by quarter.  So we're going to do 

           14     the best we can there to help with that problem. 

           15                 MEMBER ZIMMERMAN:  Does that make sense to the 

           16     fellow Board Members who have this sort of experience, that 

           17     they need this kind of flexibility? 

           18                 CHAIRMAN KRAMER:  Yes. 

           19                 MEMBER SCOTT:  I think so.  I think the one 

           20     thing, though, is a schedule is still going to be important.  

           21     We don't want to wait three and a half years and find out 

           22     you spent $100,000.  The idea is to move through the project 

           23     recognizing you've got some weather and flow and other 

           24     related issues, but at the same time we want to see it moved 

           25     through so that pieces are happening. 
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            1                 CHAIRMAN KRAMER:  Further questions?  At this 

            2     point you have to find the plan with the runoff that's going 

            3     on. 

            4                 MR. HODGES:  On the flexibility, to the Board I 

            5     just want to make a statement and use an example.  I think a 

            6     year like this would be a good one to use.  If you look 

            7     back, we had a list of many things we wanted to do and we 

            8     put the Pitt-Taylors first and second, the Pitt-Taylors, 

            9     then there was the structures that the Bureau was going to 

           10     help us finance, and then also what they called the 

           11     diversion structure there. 

           12                 A possible scenario could be very likely this 

           13     year or next year is that the Pitt-Taylors still had water 

           14     in them and the river is flowing above average all year long 

           15     or even could be for the next two years.  You wouldn't want 

           16     to be committed to have to be sitting and waiting. 

           17                 Like you said, Mr. Scott, in three years you've 

           18     only spent $100,000.  That's when you'd want to shift to 

           19     that third option where you could go down stream and work on 

           20     something like the plug at the diversion structure, and that 

           21     to me could be a real possibility.  We still don't know what 

           22     mother nature is going to give us up there in the 

           23     Pitt-Taylor system.

           24                 I want to make that clear, that could really 

           25     happen.  I don't want to step on any toes in trying to 
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            1     execute this thing. 

            2                 MEMBER SCOTT:  I understand what you're saying 

            3     and I guess what I'm saying is we don't have to have the 

            4     Pitt-Taylors first, but we want to see that money going into 

            5     the ground in pieces of the project, and if you get another 

            6     wet year next year, you may be looking at a third year 

            7     before you can get to the Pitt-Taylors and I think we 

            8     understand that.

            9                 MR. HODGES:  Good.  That's what I wanted to 

           10     hear.  I didn't want to mislead anybody.  I'm sorry. 

           11                 MEMBER SCOTT:  Mr. Chairman, in order to give 

           12     Brad and Stephanne a chance to snipe at me, I'd like to make 

           13     a motion.  I'd like to recommend the approval of a 

           14     resolution designated the 05-06-H2d Pershing County 

           15     irrigation system capital improvement project pertaining to 

           16     the determination by the Board for Financing Water Projects 

           17     of the state of Nevada to provide a grant for the purpose of 

           18     financing certain projects, making certain findings of fact 

           19     and providing other details in connection therewith, subject 

           20     to the conditions of staff in an amount not to exceed 

           21     $3,956,282.50, which is 85 percent of the total estimated 

           22     eligible project costs, and I think I would just in addition 

           23     to the staff conditions just formalize that in a project of 

           24     this length I would like to see some sort of regular 

           25     progress reports. 
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            1                 MEMBER GOETSCH:  I'll second that. 

            2                 CHAIRMAN KRAMER:  We have a motion and a second.  

            3     Is there further debate or questions, audience participation 

            4     or anything on the motion?  Everybody understand it? 

            5                 Hearing no further questions, we'll vote on the 

            6     motion.  All those in favor signify by saying aye.  Opposed?  

            7     Motion carries. 

            8                 (The vote was unanimously in favor of motion.)

            9                 CHAIRMAN KRAMER:  We're now ready for H-3, 

           10     request for additional funding, change of scope left 

           11     intentional blank.  Is there anything to be filled in there? 

           12                 MS. STAMATES:  No, there's not. 

           13                 CHAIRMAN KRAMER:  Turn the page.  We're now 

           14     ready for the financial report which we had, so we're going 

           15     to progress report for funded AB 198 and AB 237 projects, 

           16     and then you can go right into the progress report for the 

           17     SB 62 projects. 

           18                 MS. STAMATES:  Basically just to give you a real 

           19     brief summary on the current projects, we have several that 

           20     are about to close out and will come off this list.  Sun 

           21     Valley is one of the ones closing out and coming off the 

           22     list.  Of course the Metropolis PER is done and will come 

           23     off the list.  Hawthorne is getting close in their PER and 

           24     will be getting off the list.  Goldfield is close but I 

           25     don't think they'll be off the list next time but maybe the 
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            1     time after that. 

            2                 Staff had a chance this past quarter to visit 

            3     Walker Lake, Virgin Valley, Caliente and Sun Valley.  Next 

            4     we're going out to Gerlach and the following week to 

            5     Churchill County to work with the grantees. 

            6                 We understand the issues in Caliente a little 

            7     bit better.  Just so you understand, the funding agreement 

            8     was never signed.  It is pending money from FEMA.  If FEMA 

            9     gives them grant money they could put in a well on the 

           10     federal government.  They would look then for us to fund 

           11     their backup well.  Right now they're limping along on a 

           12     city well.  Their biggest problem was the capital 

           13     replacement account.  They weren't going to be able to do 

           14     that with the $2 million emergency grant they got. 

           15                 Right now we're waiting for a final decision 

           16     from FEMA, and then I wanted to bring them back to the Board 

           17     to reconsider a grant for a backup well. 

           18                 CHAIRMAN KRAMER:  Does that mean that not 

           19     signing those agreements turned out to be a good thing or 

           20     bad thing? 

           21                 MS. STAMATES:  I think ultimately good for the 

           22     state of Nevada. 

           23                 MEMBER SCOTT:  But not a situation we want to 

           24     repeat? 

           25                 MS. STAMATES:  No.  They were brought before 
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            1     under emergency conditions and then nothing happened and 

            2     that's something we're trying to avoid. 

            3                 Virgin Valley is progressing well again.  

            4     They're back on track with their arsenic treatment.  They 

            5     did put in the pipeline and they're working on a storage 

            6     tank that we funded. 

            7                 The arsenic treatment plants, there are five of 

            8     them total, two of which are in the Bunkerville area and on 

            9     our grant portion.  It's a small portion grant.  They had 

           10     some trouble with the waste, the discharge and what they 

           11     would be allowed to do with that and they're working that 

           12     out with Water Pollution Control, one of our bureaus. 

           13                 We have a bit of an issue with Walker Lake.  

           14     They do have a piece of pipe that they do need to put in yet 

           15     as part of their original grant.  This has been an 

           16     outstanding grant for quite sometime but it seemed there 

           17     were some issues with the way the funding agreement was 

           18     written.  The financial amounts don't quite add up.  I'm 

           19     working with Bryan and now Nhu. 

           20                 CHAIRMAN KRAMER:  They don't have the same 

           21     engineer now, do they? 

           22                 MS. STAMATES:  They don't have an engineer right 

           23     now.  They're working with the Army Depot to try to get 

           24     federal funding for another well and if they get money there 

           25     they might actually get enough money to finish their pipe 
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            1     and our grant may not be used. 

            2                 CHAIRMAN KRAMER:  I talked to you about that.  

            3     There are recorded minutes of that.

            4                 MS. STAMATES:  I know exactly what you 

            5     committed.  That's not what ended up in the funding 

            6     agreement.  There was an error made. 

            7                 MR. STOCKTON:  The problem we have and I've 

            8     talked to Michelle about it is it's kind of a legal doctrine 

            9     known as detrimental reliance.  The contract we signed had a 

           10     higher amount and if they change their position in reliance 

           11     on that higher amount and spent it, which I'm not sure they 

           12     have actually, but if they have, then even though the Board 

           13     voted for a lower amount, because we led them to believe 

           14     they'd get the higher amount by putting it in the funding 

           15     agreement, then we might be obligated to pay them the higher 

           16     amount. 

           17                 Now, that doesn't mean we have to extend the 

           18     grant to include something that wasn't in the original 

           19     project because how can you say you relied on the higher 

           20     amount to add something to the project.  I just don't think 

           21     that's the case, but that's the issue we have with that 

           22     funding agreement. 

           23                 MS. STAMATES:  Kyle Canyon is also about to 

           24     close out.  They are looking at coming back for a phase 2, 

           25     however. 
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            1                 CHAIRMAN KRAMER:  I wouldn't doubt it. 

            2                 MS. STAMATES:  Kingsbury ran into problems with 

            3     their bids.  They were much higher than anticipated.  

            4     They've cut back their project.  I expect that we'll see 

            5     them.  We'll see Churchill County in the next meeting. 

            6                 CHAIRMAN KRAMER:  I think I'll go pan gold in 

            7     Kingsbury. 

            8                 MEMBER SCOTT:  Michelle, there's a couple of 

            9     dates that have passed.  For example, Virginia City, were 

           10     they able to go to construction yet? 

           11                 MS. STAMATES:  No.  They're still hung up with 

           12     the BLM on their cultural resources.  It doesn't look like 

           13     they're going to be able to put in a second tank.  They were 

           14     working on meeting me up there.  I've been to Virginia City 

           15     three times in the last couple weeks, so I know what's going 

           16     on, I'll walk with them and looked at it.  It looks like 

           17     they're only going to put in one tank and they're not quite 

           18     done with the BLM. 

           19                 MEMBER SCOTT:  Is it one bigger tank? 

           20                 CHAIRMAN KRAMER:  That was my question. 

           21                 MS. STAMATES:  I don't know that at this point. 

           22                 MEMBER SCOTT:  You mentioned that Battle 

           23     Mountain was going ahead? 

           24                 MS. STAMATES:  Battle Mountain is going out to 

           25     bid in the next couple weeks.  They think they're going to 
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            1     be okay this summer. 

            2                 MEMBER SCOTT:  Is Jarbidge done? 

            3                 MS. STAMATES:  Jarbidge was finishing up their 

            4     controls.  They're essentially done but I don't think they 

            5     actually have everything tuned up.  I don't think you guys 

            6     in Safe Drinking Water blessed them yet either. 

            7                 MS. SIEFERT:  They have to do a six-month 

            8     engineering study before we'll take them off the boil water 

            9     order anyway.  We extended a BCA that in the beginning of 

           10     June they have to be completed I think with their 

           11     construction and starting their study so that they were done 

           12     by the end of this year.  I haven't spoken with them 

           13     recently.  However, I believe that the modifications of the 

           14     treatment plant have most likely been done. 

           15                 CHAIRMAN KRAMER:  Is Lynn holding out because he 

           16     doesn't have any Rolaids?  I'll have to send him some. 

           17                 MS. SIEFERT:  I'll bring him in July. 

           18                 MEMBER GOETSCH:  Have they got funding for that 

           19     study?  Has somebody stepped up for that or are they 

           20     searching for funding to do their six-month engineering 

           21     study? 

           22                 MS. SIEFERT:  No, I think that that was tied in 

           23     to everything at the beginning.  They've known about it for 

           24     a long time.  In fact, the original approval was granted the 

           25     same way, that they have to do this study and that's what 
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            1     actually showed that they weren't meeting compliance and had 

            2     to request additional funding from the Board to make 

            3     treatment modifications. 

            4                 So now those treatment modifications were being 

            5     installed earlier this year so that they could then again 

            6     run their tests. 

            7                 MR. PENNINGTON:  Also with the lead and copper. 

            8                 MS. SIEFERT:  I think we're still working out 

            9     the lead and copper issues with them.  I don't believe that 

           10     they had in their design taken all of that into account.  

           11     However, due to the chemicals that they're adding they may 

           12     be able to do a pH adjustment with the chemicals they have 

           13     on-site. 

           14                 CHAIRMAN KRAMER:  That's what I understood. 

           15                 MS. SIEFERT:  Our staff is still working with 

           16     them on the whole lead and copper issue. 

           17                 CHAIRMAN KRAMER:  Where is the Churchill County 

           18     issue? 

           19                 MS. STAMATES:  Churchill County is continuing to 

           20     do their work.  We hoped to have them at this meeting but we 

           21     were unable to reconcile how the system has been redesigned 

           22     and the money they were requesting based on the original 

           23     grant and the way it was designed at that time.  It's done 

           24     to different standards, if you will. 

           25                 So we're going out there on the 18th.  We have a 
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            1     very large group going from the State, eight people will be 

            2     going to work with their engineering group and their county 

            3     group to try to get to a final number that makes sense.  

            4     What we helped fund as far as the existing EDUs is what 

            5     we're all talking about versus what's changed and how they 

            6     redesigned it and how we'll pay for that. 

            7                 CHAIRMAN KRAMER:  Other questions on the 

            8     progress report by any Board Members?  If not, let's move on 

            9     to the next item which is the SB 62. 

           10                 MS. STAMATES:  I put a very short summary page 

           11     in here to kind of tell you what the projects were so that 

           12     as we talk about them in the future, if we do, you will be 

           13     able to refer to that.  All but three right now have signed 

           14     funding agreements and they're moving through the system.  

           15     Those three I'm working with to get their letters that they 

           16     were required to submit to us as far as timing and their 

           17     financials. 

           18                 CHAIRMAN KRAMER:  Who are the three besides 

           19     Fernley? 

           20                 MS. STAMATES:  Gerlach, and we're working with 

           21     Victoria and she'll get that in the first three weeks.  I 

           22     can't remember if it's Esmeralda or Eureka. 

           23                 MS. McDERMOTT:  It's Eureka. 

           24                 MS. STAMATES:  Thank you. 

           25                 MEMBER SCOTT:  Nobody has gotten to the point of 
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            1     spending any money yet? 

            2                 MS. STAMATES:  No.  We have a couple that have a 

            3     signed funding agreement completely signed. 

            4                 CHAIRMAN KRAMER:  Did I tell you about Paul 

            5     Taggart? 

            6                 MS. STAMATES:  Yes. 

            7                 CHAIRMAN KRAMER:  Ladies and gentlemen, we are 

            8     at Board policies.  Item I-1, revised policy on 

            9     depreciation.  How do we want to handle these?  

           10                 MS. STAMATES:  The changes were made to these 

           11     per the discussions at the workshops.  If we want to refresh 

           12     and I can refer to Dana to go through the new Board policy 

           13     on depreciation or capital replacement fund, we can start 

           14     there.  It's probably the most detailed of all of them or 

           15     the longest. 

           16                 MEMBER SCOTT:  To me we sort of hashed it around 

           17     and I think we talked earlier today and Bryan pointed out 

           18     that in some cases we may look at it in light of the 

           19     specific details of a specific project.  I think it's going 

           20     to be one where we're going to have to take a look once in a 

           21     while at some of the situations, but I think the policy 

           22     being in place is really important. 

           23                 I did have one question.  The last line on the 

           24     first paragraph of the policy itself refers to conservative 

           25     life expectancies and I assume that means longer life 
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            1     expectancies? 

            2                 MS. STAMATES:  Yes.  Well, no, I take that back.  

            3     If may be a 40- to a 50-year.  We would have gone with 40. 

            4                 MEMBER SCOTT:  In that case then maybe we should 

            5     use different wording.  Conservative to me implies 

            6     understating rather than overstating. 

            7                 MS. STAMATES:  It would be understating the 

            8     number of years. 

            9                 MEMBER SCOTT:  It's understating the number of 

           10     years but you have to put more money aside. 

           11                 MEMBER ZIMMERMAN:  But she's in the middle 

           12     point. 

           13                 MEMBER GOETSCH:  And Michelle can tell you, 

           14     she's getting a lot of push back from a lot of folks where 

           15     that number makes this hard and it's policy and not law, so 

           16     we can have some flexibility.  Conservative means fiscally 

           17     conservative, so on the other side, do you think that's 

           18     confusing?

           19                 MEMBER SCOTT:  Well, when I read it, I didn't 

           20     know whether that meant we're going to put more aside, 

           21     conservative life expectancies, maybe that means shorter 

           22     life expectancies.  I don't know.  It just hit me when I 

           23     looked at it thinking what does that really mean? 

           24                 MS. STAMATES:  That whole sentence could be 

           25     struck. 
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            1                 MS. TUTTLE:  Are you looking for a replacement 

            2     word? 

            3                 MEMBER SCOTT:  Yes, I was thinking about that, 

            4     Dana, or just a different word.  Most people reading this 

            5     might be a little sharper than I am, but it hit me that I 

            6     wasn't quite sure what that meant. 

            7                 MS. TUTTLE:  Could I suggest changing 

            8     conservative to longer? 

            9                 MEMBER ZIMMERMAN:  Well, the meaning is actually 

           10     shorter, but I agree with longer. 

           11                 MS. TUTTLE:  If you're looking to fund a smaller 

           12     amount you would put the word longer.  If you were looking 

           13     to fund a larger --

           14                 MEMBER SCOTT:  I understand what you're saying 

           15     but I'm not trying to introduce that into this policy 

           16     because I think we leave that at the staff level to come to 

           17     us, and if people want to talk to us about this isn't 

           18     working for me, then we can deal with it at that level. 

           19                 I didn't mean to imply that we would necessarily 

           20     change what we talked about before.  I don't know, unless 

           21     people object, I'm comfortable with Michelle's suggestion 

           22     just to strike the sentence.

           23                 MEMBER ZIMMERMAN:  I think it provides some 

           24     guidance, though, because if you're trying to figure it out, 

           25     if you're an applicant and you're trying to figure it out I 
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            1     guess we could have a conversation. 

            2                 MS. STAMATES:  We could go in the mid range.  If 

            3     it's a 40- to 50-year life range we can go with forty-five.  

            4     A lot of these are ranges. 

            5                 MEMBER SCOTT:  But we don't want people arguing 

            6     over it really should be 20 to 40 or 40 to 80. 

            7                 MS. STAMATES:  And there could be some argument. 

            8                 MEMBER ZIMMERMAN:  But you are using a guideline 

            9     so there is a standard to look to, and then it will say five 

           10     to ten. 

           11                 MS. STAMATES:  And we were talking about shorter 

           12     life but it doesn't mean more money. 

           13                 MEMBER SCOTT:  One of the things, and I think we 

           14     talked a little bit about it before, I think a lot of these 

           15     water systems end up doing some of their replacement work 

           16     out of operating funds.  Something goes down and they 

           17     replace it.  If we're going to say something, I would be 

           18     more inclined to pick the mid-point because I don't know 

           19     that we want to be all the way at the most conservative 

           20     because it does make it --

           21                 MS. STAMATES:  Then make it average life 

           22     expectancies and, yes, we might have to, staff might have to 

           23     work out with the applicant, the grantee what that is and 

           24     what we're using.  That might change over time. 

           25                 MEMBER GOETSCH:  Will that force you to go back 
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            1     and rework anything up now?  Are we changing midstream? 

            2                 MS. STAMATES:  No.  That number goes into the 

            3     spread sheet. 

            4                 MEMBER GOETSCH:  Average would be better and 

            5     that would be more dependable I think. 

            6                 MS. McDERMOTT:  So when you make a motion you 

            7     can just make it with that change and then it will go 

            8     through and we don't have to bring it back.

            9                 (Chairman Kramer left the hearing room.)

           10                 ACTING CHAIRMAN SCOTT:  Kurt tapped me on the 

           11     shoulder because I was closest to him.  Do we have any other 

           12     questions or comments on this specific one?  I guess I had 

           13     one, and Dana, this is probably for you.  On the second page 

           14     in the middle it says the amount to be contributed annually 

           15     to the account is the present value of an ordinary annuity 

           16     with a factor of one percent inflation.  Is that a typical 

           17     term that you would use; that means something? 

           18                 MS. TUTTLE:  Yes.  If an accountant or banker 

           19     were to look at this they would know what to do. 

           20                 ACTING CHAIRMAN SCOTT:  I always hoped to have 

           21     an annuity but I never had one.  Above that in the third 

           22     paragraph, the first line, "It is not appropriate to use 

           23     capital funds received from existing customers for system 

           24     expansion". 

           25                 Now, does that mean monthly fees or would that 
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            1     mean connection fees, capital funds? 

            2                 MS. TUTTLE:  This is something that was written 

            3     by Frank Steele who was on your Board. 

            4                 ACTING CHAIRMAN SCOTT:  He was a staff person, 

            5     yes. 

            6                 MS. TUTTLE:  Who is with the PUC and I left as 

            7     much of this as I could.  I only changed a few things. 

            8                 ACTING CHAIRMAN SCOTT:  We tell people use your 

            9     connection fees to expand the system and so I would be 

           10     inclined not to say that because I think we want people to 

           11     have that funding option. 

           12                 MEMBER GOETSCH:  The next sentence says funding 

           13     for the expansion of this system should come from connection 

           14     fees. 

           15                 MEMBER ZIMMERMAN:  Capital funds meaning reserve 

           16     funds earmarked for the current existing system. 

           17                 ACTING CHAIRMAN SCOTT:  So that's the fund that 

           18     we're talking about? 

           19                 MR. STOCKTON:  A capital fund is just for 

           20     capital improvements whereas reserve funds are for any 

           21     contingency.  They are segregated with generally accepted 

           22     accounting principles. 

           23                 MS. TUTTLE:  A reserve fund could be a capital 

           24     fund or it could be something else, a reserve for a rainy 

           25     day. 
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            1                 MEMBER GOETSCH:  Aren't we specifically talking 

            2     about capital replacement or depreciation funds?

            3                 ACTING CHAIRMAN SCOTT:  Our subject is capital 

            4     replacement funds. 

            5                 MEMBER GOETSCH:  We're saying we don't want them 

            6     to use capital replacement or some people think of it as 

            7     depreciation funds for expansion.  We're not saying that 

            8     they can't use hookups.  If they have money above and beyond 

            9     what had to be set aside for depreciation they could do 

           10     that, so we are kind of confusing things. 

           11                 ACTING CHAIRMAN SCOTT:  Should we add the word 

           12     replacement? 

           13                 MEMBER GOETSCH:  That would be my thought.  

           14     We're telling them you can't dip into your capital 

           15     replacement fund to grow. 

           16                 MS. TUTTLE:  Capital being the opposite of 

           17     operating. 

           18                 MEMBER GOETSCH:  So if we put replacement?

           19                 MEMBER ZIMMERMAN:  I think that's a good idea. 

           20                 MEMBER GOETSCH:  Good catch. 

           21                 ACTING CHAIRMAN SCOTT:  The only other thing I 

           22     had was a couple lines down where Brad was reading, "Funds 

           23     for the expansion of a system should come from connection 

           24     fees, assessments or other sources".  I don't know that it 

           25     makes any difference, but maybe new development should be 
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            1     one of the options in there because I think a lot of the 

            2     expansions are going to come directly from that source. 

            3                 MEMBER GOETSCH:  It would read from new 

            4     development, connection fees and assessments? 

            5                 ACTING CHAIRMAN SCOTT:  Yes.  I just put it in 

            6     that list.  Any other Board comments?  Public comments?  

            7     Staff comments? 

            8                 MS. LOCKWOOD:  On the Board policies or on 

            9     general comments? 

           10                 ACTING CHAIRMAN SCOTT:  We're on board policies 

           11     and we're on the capital replacement fund policy.  I guess a 

           12     motion is in order.  Let's move through these if that's okay 

           13     and approve them item by item. 

           14                 MEMBER GOETSCH:  So we're looking for a motion 

           15     to approve the policy on depreciation, capital replacement 

           16     funds, revision dated 05/03/2006, and that approval to 

           17     include the modifications just discussed in the first 

           18     paragraph, last sentence, change the word "conservative" to 

           19     "average life expectancy". 

           20                 On the second page in the third paragraph, 

           21     change "it is not appropriate to use capital", add the word 

           22     "replacement funds received", and in that same paragraph, in 

           23     the last sentence, "funds for the expansion of systems 

           24     should come from", add "new development," and then go on 

           25     with "connection fees, assessments and other sources", and 
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            1     that would be my motion. 

            2                 MEMBER ZIMMERMAN:  I'll second that. 

            3                 ACTING CHAIRMAN SCOTT:  It's been moved and 

            4     seconded that we approve the policy as modified.  Any 

            5     discussion?  All in favor say aye. 

            6                 (The vote was unanimously in favor of motion.)

            7                 MEMBER SCOTT:  We're at the next policy, scale 

            8     to determine grant amount and I'll turn it back over to our 

            9     Chairman. 

           10                 CHAIRMAN KRAMER:  Anybody got any rocks to 

           11     throw?  Is there a motion? 

           12                 MEMBER ZIMMERMAN:  I'll make a motion to approve 

           13     the Board for Financing Water Projects policy titled scale 

           14     to determine grant amount, dated 5/3/06 as presented. 

           15                 MEMBER SCOTT:  Second. 

           16                 CHAIRMAN KRAMER:  We have a motion and second.  

           17     Is there any debate on it or further discussion?  Hearing 

           18     none, I'll call for the question.  All those in favor 

           19     signify by saying aye.  Opposed?  Motion carries. 

           20                 (The vote was unanimously in favor of motion.)

           21                 CHAIRMAN KRAMER:  Next one is the revised policy 

           22     on SB 200 projects.  Is there any discussion or rocks that 

           23     we want to throw on that issue? 

           24                 MS. STAMATES:  You recall there was just one 

           25     change.
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            1                 CHAIRMAN KRAMER:  On this SB 200 policy, is this 

            2     what we want to do? 

            3                 MEMBER SCOTT:  What does it mean if we 

            4     discontinue funding SB 200 and we get more money, the last 

            5     three lines? 

            6                 MS. BASHAM:  You update the policy. 

            7                 MEMBER SCOTT:  What if we just eliminated that?  

            8     Does that gut it? 

            9                 CHAIRMAN KRAMER:  Why not put temporarily 

           10     discontinue?

           11                 MEMBER SCOTT:  Is this basically saying we don't 

           12     want to fund anymore of those projects unless we get more 

           13     money? 

           14                 CHAIRMAN KRAMER:  Yes.  Say it. 

           15                 MEMBER ZIMMERMAN:  That's the goal. 

           16                 CHAIRMAN KRAMER:  If that's what you want to do, 

           17     you should say it.  Until such time as more monies are 

           18     earmarked for SB 200 projects it will not be looked at by 

           19     the Board. 

           20                 MEMBER SCOTT:  Then if we change the period 

           21     after time to a comma and had it read, "unless further 

           22     funding is provided". 

           23                 MS. BASHAM:  Until? 

           24                 MEMBER SCOTT:  Let's say until new funding is 

           25     provided.  If we say new specific funding, then it's not 
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            1     like our revolving fund, it's another source. 

            2                 MR. STOCKTON:  And remember, though, the way the 

            3     legislature does it is they don't say here's $2 million to 

            4     fix Spanish Springs, they say Spanish Springs has a problem, 

            5     Board, here's $2 million.  So it's implied that it's for 

            6     that but the legislature never specifies that's what it's 

            7     for.  So I'm not sure specific would be the right thing.  

            8     You might say consistent with the intent of the legislature 

            9     funding is provided for projects covered under SB 200. 

           10                 Again I've always tried to get you guys away 

           11     from using the SB and AB numbers because they change every 

           12     two years.  I think you should say, we talk about this is 

           13     connecting houses with septic tanks to a community sewer 

           14     system.  I think we need to get rid of the SB 200 language. 

           15                 I understand you guys are comfortable with it.  

           16     If you want to leave it, I won't jump up and down, but I'd 

           17     encourage you to stop using it. 

           18                 MEMBER SCOTT:  He's going to be gone pretty 

           19     quick. 

           20                 CHAIRMAN KRAMER:  So are we there? 

           21                 MEMBER SCOTT:  With all respect to Bryan, I 

           22     understand what he's saying. 

           23                 CHAIRMAN KRAMER:  You better. 

           24                 MEMBER SCOTT:  I know, I'm trying, but the other 

           25     thing that comes to mind is what if some of the SB 200 funds 
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            1     revert because they aren't fully used? 

            2                 MEMBER ZIMMERMAN:  We get to change our mind. 

            3                 CHAIRMAN KRAMER:  Yes. 

            4                 MEMBER SCOTT:  The policies are not in concrete, 

            5     that's correct. 

            6                 CHAIRMAN KRAMER:  How many times does he have to 

            7     tell you that? 

            8                 MS. McDERMOTT:  Can you just say until septic to 

            9     sewer funding is provided?  That way it wouldn't matter if 

           10     it said SB 200 or whatever it was. 

           11                 MEMBER SCOTT:  That would be comfortable for me.  

           12     Maybe let staff clean it up just a little bit, but I think 

           13     that's fine. 

           14                 MS. STAMATES:  We'll just reference SB 200 in 

           15     parenthesis but put the title of what it is.

           16                 MR. STOCKTON:  You can replace it with the NRS 

           17     349.981 (1)(d).

           18                 MS. STAMATES:  I want to make sure I'm clear 

           19     that sewer funding is provided. 

           20                 MS. BASHAM:  So funding is provided for the 

           21     purpose of connecting from septic to sewer? 

           22                 MEMBER SCOTT:  Something like that, but the NRS, 

           23     I think it's pretty specific, isn't it, that citation?  We 

           24     know it's going to be right when we're done.  Does that 

           25     answer your question or cover you? 
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            1                 MS. STAMATES:  Yes. 

            2                 CHAIRMAN KRAMER:  New policy on request for 

            3     changes to grant funding and project scope.  Let's go back 

            4     to number 3. 

            5                 MEMBER SCOTT:  I would move approval of the 

            6     policy on SB 200 projects with the revisions which have been 

            7     discussed, and I think probably including a revision of the 

            8     subject but just to reference the NRS and a descriptor 

            9     instead of just the SB 200 reference. 

           10                 MEMBER GOETSCH:  I'll second that. 

           11                 CHAIRMAN KRAMER:  We have a motion and second.  

           12     Further discussion?  Hearing none, I'll call for the 

           13     question.  All those in favor signify by saying aye.  

           14     Opposed?  Motion carries. 

           15                 (The vote was unanimously in favor of motion.)

           16                 CHAIRMAN KRAMER:  Next, new policy on requests 

           17     for changes to grant funding or project scope.  Any rocks to 

           18     throw at that?  If not, I'll entertain a motion. 

           19                 MEMBER SCOTT:  I had just a couple quick 

           20     questions.  Is it our policy, and I'm thinking about meters 

           21     in this A, B, C, D, E list, is our policy with regard to the 

           22     system being metered at that level or is that handled in 

           23     sort of a different way?  It may be apples and oranges.  It 

           24     just struck me that that's something that we try to keep as 

           25     a --
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            1                 MS. STAMATES:  Under number 1, they may not have 

            2     really gotten the project to that point.  The intent to 

            3     meter may be important. 

            4                 MEMBER SCOTT:  This says additional funding but 

            5     you're thinking of maybe a project that has high 

            6     construction costs and never gets off the ground? 

            7                 MS. STAMATES:  Or doesn't get to that.  That's 

            8     not the first thing they do.  Something can be put in there 

            9     to that effect. 

           10                 MEMBER ZIMMERMAN:  This is sort of the second 

           11     time around in some policies that have been put in place in 

           12     the interim, so the meters have been something that has been 

           13     discussed all along, right? 

           14                 CHAIRMAN KRAMER:  Many, many, many, times. 

           15                 MS. STAMATES:  You have a policy on metering and 

           16     I didn't get the book off my desk. 

           17                 MEMBER SCOTT:  I think it probably doesn't 

           18     belong here.  We have it covered in other places. 

           19                 CHAIRMAN KRAMER:  If it's not in the policy 

           20     book, get us a copy of it for our policy books.

           21                 MS. STAMATES:  It will be in your new book. 

           22                 MEMBER SCOTT:  And then I'm not adverse to 

           23     giving staff some flexibility if proposed changes seem 

           24     reasonable and it seems onerous to bring people back to a 

           25     Board meeting if we're not talking additional dollars, and I 
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            1     don't know whether we want to say that. 

            2                 This is not a change -- that would not be a 

            3     change in funding, but it might be a change in scope and I 

            4     don't know, Michelle, if there are things that would be 

            5     helpful that the staff could simply move forward with or 

            6     whether you think the kinds of things you would put under 

            7     this would be more policy type things that should come to 

            8     the Board. 

            9                 But if there are things where we are 

           10     hamstringing people because they have to wait for a Board 

           11     meeting and it's not a dollar addition, I'm comfortable with 

           12     some flexibility at the staff level or like we've done on 

           13     other things, through the Chairman with the staff or stuff 

           14     like that. 

           15                 MEMBER ZIMMERMAN:  Isn't that covered in 2?  Are 

           16     you talking scope or funding? 

           17                 MEMBER SCOTT:  Scope. 

           18                 MEMBER ZIMMERMAN:  If a change in scope involves 

           19     significant --

           20                 MS. STAMATES:  We tried to define significant 

           21     because there are cases where they might have to change the 

           22     routing of a pipeline because they can no longer get a 

           23     certain right of way, we have been doing that, and we 

           24     assumed that as long as it doesn't change the funding or 

           25     change the project significantly, we would normally do that.
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            1                 If they wanted to add a pressure tank or 

            2     something or you didn't approve fire flow in the first place 

            3     and now they wanted to add it, I would probably bring that 

            4     back to you, especially if they didn't really have the funds 

            5     possible to cover the whole thing and we are only going to 

            6     get a piece of it done.  A piece doesn't make a whole, so 

            7     I'd be concerned about that. 

            8                 MEMBER SCOTT:  I guess my point was even moving 

            9     a tank, if it's fairly straightforward, to me if staff is 

           10     comfortable that the pieces are logical, I'm more than 

           11     willing to give staff a little more flexibility, but I don't 

           12     want to put you out on a limb where the only way is down. 

           13                 I don't know that we need to say it any 

           14     differently, it's just more to me reaffirming maybe that we 

           15     have confidence in staff and if there's an issue, we know 

           16     you'll either bring it to us through the Chairman or bring 

           17     it back to the Board. 

           18                 MEMBER GOETSCH:  Mr. Chairman, I have two things 

           19     I want to ask on C, I don't know if you had a lot of 

           20     discussion about this before, the three months.  Being 

           21     involved in the first project I've been involved in and 

           22     having lots of delays, I'm a little bit concerned about the 

           23     hard three months there and even the talk that we just had 

           24     with the Pershing County folks, if they have significant 

           25     rains or something happens their project might be delayed a 
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            1     year or parts of it. 

            2                 Is three months the appropriate, progress with 

            3     no delays of more than three months, is that an appropriate 

            4     number or should it have some more flexibility than that?  

            5     Have we ever seen a project through this Board that hasn't 

            6     had at least a delay of more than three months?  I don't 

            7     know.  I haven't personally. 

            8                 MS. STAMATES:  It takes that long to get the 

            9     funding agreement signed. 

           10                 MEMBER GOETSCH:  So what I'm asking is do we 

           11     want to say three months there or do we want to say six 

           12     months or a reasonable time as defined by the staff? 

           13                 CHAIRMAN KRAMER:  I will jump in here and say 

           14     that I'm going to go with what my grandfather has said here 

           15     time and time again, this is a policy, and so therefore, 

           16     leave the three months in there, let them think that it's 

           17     three months and then we have the prerogative to change 

           18     because grandfather said we could. 

           19                 MEMBER GOETSCH:  I won't argue as long as we 

           20     recognize that as Board Members.  Then I might add to that 

           21     or again I'd ask the staff, the same conversation we just 

           22     had, I don't think that engineering fees should mirror these 

           23     others.  If somebody comes back to us and says that 

           24     material, fuel, labor have caused my project to go up by $2 

           25     million, I don't want to automatically increase engineering 
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            1     fees 15 percent on that $2 million. 

            2                 Do we need a statement in here like F that says 

            3     material, fuel and labor or increases in those should not 

            4     necessarily be mirrored in engineering fee increases or 

            5     something like that unless the scope of the project has 

            6     changed?  Do you understand what I'm getting at? 

            7                 MS. STAMATES:  I think the next policy starts to 

            8     address what's appropriate there. 

            9                 MR. STOCKTON:  Are you talking about -- the 

           10     policy is not to allow the staff to increase the dollar 

           11     amount, right? 

           12                 MS. STAMATES:  No, this is a guideline for what 

           13     we need to do to bring it back. 

           14                 MEMBER GOETSCH:  No, this is funding for grant 

           15     increases and what we've seen when a county comes in and 

           16     says my project has increased by a million and a half 

           17     because of the Hurricane and China and concrete materials 

           18     have gone up, the engineering firms just automatically 

           19     piggyback on that. 

           20                 CHAIRMAN KRAMER:  Just say that all increases in 

           21     engineering funds will need to be approved by the Board on a 

           22     project. 

           23                 MS. STAMATES:  But E does say that, "The grantee 

           24     must show complete justification for project costs 

           25     increases".  As far as I'm concerned that includes 
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            1     engineering and I'm rather sensitive to that. 

            2                 MEMBER GOETSCH:  It should specifically 

            3     reference engineering.  I want to put those engineering 

            4     firms on notice that they don't just automatically get a 

            5     freebee every time materials go up. 

            6                 MEMBER SCOTT:  Everybody's beating on engineers. 

            7                 MS. STAMATES:  That's all we're asking is for 

            8     them to justify it. 

            9                 MEMBER SCOTT:  The other thing on C, I think 

           10     Brad's got a point there.  I think delays of more than three 

           11     months would be something the staff could define when the 

           12     delay started depending on the circumstances so that we 

           13     wouldn't have to keep breaking our policy like your Chairman 

           14     is advocating. 

           15                 MEMBER GOETSCH:  So what does that mean?  Did 

           16     you change the wording or just the philosophy? 

           17                 MEMBER SCOTT:  Just the philosophy, define the 

           18     start of the delay in a way that makes sense for the 

           19     project. 

           20                 CHAIRMAN KRAMER:  Motion for that one? 

           21                 MEMBER ZIMMERMAN:  I'll make a motion to approve 

           22     the policy titled request for changes to grant funding or 

           23     project scope dated 5/3/2006 as presented, and adding some 

           24     language to 1-E which specifically includes engineering and 

           25     justifying cost increases. 

                                              159

                                CAPITOL REPORTERS (775) 882-5322

            1                 MEMBER GOETSCH:  I'll second take. 

            2                 CHAIRMAN KRAMER:  We have a motion and second.  

            3     Is there further discussion on the issue?  Hearing none, 

            4     I'll call for the question.  All those in favor signify by 

            5     saying aye.  Opposed?  Motion carries. 

            6                 (The vote was unanimously in favor of motion.)

            7                 CHAIRMAN KRAMER:  The next policy is 

            8     construction, engineering and contingency.  What rocks have 

            9     you got for that one? 

           10                 MEMBER SCOTT:  She's already had my rocks on 

           11     that one.  I think it's wonderfully worded myself. 

           12                 CHAIRMAN KRAMER:   Why; did you write it? 

           13                 MS. STAMATES:  He helped in a big way.  We do 

           14     appreciate that. 

           15                 MEMBER SCOTT:  What we did is we moved some 

           16     things around to try to make it reflect the process, where 

           17     you have design process and construction process so that 

           18     things that occur during construction, you didn't have a 

           19     mixture of when the engineering occurs, you don't have 

           20     construction and engineering as part of design, and then a 

           21     little more definition. 

           22                 Michelle has taken what I gave her and made it I 

           23     think much more workable, but I think it gives quite a bit 

           24     more detail and it also gives staff flexibility but at the 

           25     same time they can require whatever justification they think 
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            1     is appropriate and I think that's the message that we want 

            2     to convey to them. 

            3                 MEMBER GOETSCH:  I don't have any issues. 

            4                 MEMBER ZIMMERMAN:  Looks good to me.

            5                 CHAIRMAN KRAMER:  I make a motion that the new 

            6     policy on construction, engineering and contingency funding 

            7     be adopted as is. 

            8                 MEMBER SCOTT:  Second. 

            9                 CHAIRMAN KRAMER:  We have a motion and second.  

           10     All those in favor signify by saying aye.  Opposed?  Motion 

           11     carries.

           12                 (The vote was unanimously in favor of motion.)

           13                 MEMBER SCOTT: I'd like our legal counsel to 

           14     advise us on what the Chairman just did. 

           15                 MR. STOCKTON:  The Chairman can make a motion. 

           16                 CHAIRMAN KRAMER:  Thank you very much, 

           17     grandfather. 

           18                 MS. STAMATES:  And these are living documents.  

           19     We will evolve each of these over time, we recognize that. 

           20                 MEMBER SCOTT:  And these will be coming out in a 

           21     binder with policies? 

           22                 MS. STAMATES:  A whole new book.  Kurt wanted a 

           23     two-inch binder.  It will be close when you get your 

           24     regulations and the backup, SB and AB backup documents in 

           25     there. 
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            1                 CHAIRMAN KRAMER:  Next item, J, Board comment.  

            2     Are there any Board comments at this time? 

            3                 MEMBER SCOTT:  Yes, Mr. Chairman.  Two or three 

            4     little things.  I would like to make a statement with regard 

            5     to what I perceive to be some of the history in front of 

            6     this Board concerning the Metropolis project and what I 

            7     consider to be less than one hundred percent forthright 

            8     representation in response to questions I've had with regard 

            9     to water rights and downstream users. 

           10                 I would simply state that so that staff can 

           11     convey to the downstream folks as well as the dam advocates 

           12     that in my opinion I think it's important that we get a 

           13     comprehensive look and coordination or review or response to 

           14     some of the things we heard today, but I do not feel that 

           15     the questions I specifically had were directly and in my 

           16     mind clearly answered. 

           17                 CHAIRMAN KRAMER:  By which party? 

           18                 MEMBER SCOTT:  By the Metropolis Dam people and 

           19     you can feel free to pass that along. 

           20                 MS. STAMATES:  Can we get those in writing?  

           21     They might say, well, we don't know what we haven't 

           22     addressed. 

           23                 MEMBER SCOTT:  I asked them about the water 

           24     rights and the downstream users and we did not get a clear 

           25     response or a clear indication that there are issues with 
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            1     respect to priority, the ability of the reservoir to have 

            2     water for storage and the coordination with the downstream 

            3     users. 

            4                 MEMBER GOETSCH:  Well, they also gave us numbers 

            5     on recharge and data that seems to be conflicting.  So we 

            6     asked them was that valid and where did that data come from 

            7     and now it appears that there's far-ranging recharge or 

            8     rainfall values and things like that that were used, so it 

            9     doesn't seem like they said what it was. 

           10                 CHAIRMAN KRAMER:  The data that they furnished 

           11     to my understanding was a block of time period, shorter than 

           12     maybe the classical time period or longer than the time 

           13     period.  This Board needs to look at each one of those 

           14     questions specifically where the idea of having a specific 

           15     answer from the State Engineer's office that it's either 

           16     black or white on those issues before -- we need to let 

           17     staff furnish us with the right answer and have our attorney 

           18     say that is the right answer, that's what you should go 

           19     ahead and make a decision on, and in doing that we need to 

           20     make sure that we honor the downstream users and the 

           21     upstream users. 

           22                 Today again I heard this business about a 

           23     lawsuit that I've heard wasn't a lawsuit, there is no 

           24     lawsuit, it's been settled.  That's what I heard and I 

           25     think -- I don't think we are going to have to worry about 
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            1     that in the long run.  I think we're going to have to make a 

            2     decision at the time that the grant comes before us from 

            3     what our staff is going to tell us. 

            4                 All we need to do is tell them what we want and 

            5     everything that was in what they talked about and was in the 

            6     packet that they had, I don't know who to believe.  I 

            7     believe our people but they may have some valid concerns, 

            8     but that's not our problem at this time. 

            9                 Our time is to look at that data when it comes 

           10     time to approve the grant.  What you're saying is true.  

           11     What you're putting forward is, yes, you're reinventing that 

           12     we need to have total cooperation from both parties. 

           13                 MEMBER SCOTT:  To me today's presentation 

           14     underscored the fact that there are questions out there that 

           15     before it comes back here we're going to want to have staff 

           16     look into and be satisfied with regard to the responses or 

           17     to be able to provide us with the two viewpoints so that we 

           18     can make decisions. 

           19                 CHAIRMAN KRAMER:  And those questions just off 

           20     the top of my head are flow, where is the money, in whose 

           21     bank account for the recreation stuff before the project, if 

           22     the grant is approved, where is that money, it's got to be 

           23     up front, the storage rights values.  It would be nice to 

           24     have a nice little slide show showing, well, these are the 

           25     senior rights and this is from here to here, and from here 
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            1     to here and from here to here. 

            2                 The State Engineer's office, it seems like to me 

            3     both parties are playing off the State Engineer's office as 

            4     far as picking and choosing and if we're going to pick and 

            5     choose, we're going to want to know what the whole story is. 

            6     We're going to want to make sure that we work through our 

            7     legal counsel to what we can say and not say as a condition 

            8     if this comes back to this Board for possible grant approval 

            9     on the fact that the project cannot be developed into a 

           10     residential hodgepodge three months after it's finished. 

           11                 Now, they have said, have they not, on record 

           12     that they have no intention of developing it? 

           13                 MS. STAMATES:  Yes. 

           14                 CHAIRMAN KRAMER:  I don't know that we can hold 

           15     them to it, and one of the things I've been worried about 

           16     lately is that even if we wrote a grandiose thing that says 

           17     you cannot develop this project for 25 years, you cannot 

           18     subdivide down to one-acre lots and they did it anyway after 

           19     we're gone, how the hell do we hold them to it? 

           20                 MR. STOCKTON:  My advice to you is you don't 

           21     have the authority to add that as a condition to the grant.  

           22     It's not in any way related to the project really.  It's too 

           23     tangential to the project. 

           24                 The project is to store water and whether they 

           25     develop lakefront lots on it is really not within the 

                                              165

                                CAPITOL REPORTERS (775) 882-5322

            1     Board's scope of authority. 

            2                 MEMBER GOETSCH:  I think there are two things.  

            3     What Bruce was getting at is now we've seen two sets of data 

            4     and what was presented to us in the packages we got and what 

            5     we heard today is that the flow is fully allocated and there 

            6     would never be enough water in the creek to begin to fill 

            7     the dam because every drop that comes down the creek 

            8     actually goes to the end. 

            9                 MR. STOCKTON:  Let me interrupt.  I think we're 

           10     going a little beyond the comment stage into the debating 

           11     stage and that may be partially my fault and I apologize, so 

           12     I think we need to defer the rest of the conversation. 

           13                 CHAIRMAN KRAMER:  I would say one more thing, 

           14     Nhu, after he's gone, a person who worked on this, Paul 

           15     Taggart was the Attorney General that worked on the old sets 

           16     of data for this diversion.  He'd be a good person to 

           17     contact, so feel free.  Even though he is an ex you, he'd be 

           18     a good person and he'd be happy probably to come to the 

           19     meeting or if somebody from the State Engineer's office 

           20     wanted to come, because I know I talked with Paul and he 

           21     worked on this extensively and pulled his hair out for a 

           22     long time on this Bishop Creek area on some of that paper 

           23     work that we have here. 

           24                 MEMBER GOETSCH:  Can we restate that in my mind?  

           25     I guess what we're asking from staff is that validation, if 
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            1     we hear widely varying opinions or presentations from 

            2     people, we're going to turn to staff and say what's the 

            3     standard, is it a USGS number or what, they can advise us, 

            4     because if we're saying I believe this guy, it goes this way 

            5     or if I believe this guy, we need to know what you assess is 

            6     valid data when we get any presentation with discrepancies. 

            7                 MS. STAMATES:  That's a tough one I will tell 

            8     you that without sitting and doing the study ourselves or 

            9     determining the time period that you really want to look at.  

           10     You can't say that the next ten years aren't going to turn 

           11     into a drought and all of your numbers are wrong. 

           12                 As they pointed out, some of the water resources 

           13     pointed out some of the numbers the gentleman from the 

           14     downstream users group were using were during a drought 

           15     period and your runoff can be very low, but who is to say 

           16     those numbers aren't going to be the norm in the future?

           17                 We will help you as much as we can, but there's 

           18     some science out there that may be unknown for the future.  

           19     We won't do a new study ourselves, though that would be a 

           20     possibility and I don't see the Metropolis folks doing a 

           21     watershed study. 

           22                 CHAIRMAN KRAMER:  Is there a model on the 

           23     Humboldt River, a hydraulic model? 

           24                 MS. STAMATES:  I don't know. 

           25                 MEMBER SCOTT:  I'm not aware of one. 
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            1                 MEMBER ZIMMERMAN:  Is it not a legal issue now, 

            2     senior versus junior rights? 

            3                 MEMBER SCOTT:  The administration of the water 

            4     rights is definitely a legal issue, and for the first time 

            5     that is defined in here and I know staff has asked for that 

            6     information before and I don't think they have received it 

            7     at least as clearly.

            8                 I think the issue that Michelle is concerned 

            9     about is how many acre feet a year are flowing in this 

           10     system, not who has what priority.

           11                 MEMBER ZIMMERMAN:  We're back to the benefit of 

           12     the dam itself, does it serve a purpose with all the money 

           13     put into it? 

           14                 MEMBER SCOTT:  The average flow is 5,000 acre 

           15     feet a year and if there's 6,000 acre feet downstream rights 

           16     ahead of the dam, then there's no water for the dam in an 

           17     average year.  And I think we can look at maybe the dueling 

           18     estimates, staff can look more clearly at the allocation of 

           19     water rights, that's pretty cut and dried, and then bring to 

           20     us these are the discrepancies and we're going to have to 

           21     ask questions and try to make a determination. 

           22                 The other thing, for what it's worth in my 

           23     opinion, if the downstream and the upstream people don't get 

           24     together it's going to be very difficult for us to make a 

           25     decision and that might be worth passing along. 
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            1                 MS. STAMATES:  We'll pass it along, but you've 

            2     got an issue there. 

            3                 MEMBER SCOTT:  Oh, I'm sure we do. 

            4                 MS. STAMATES:  You don't, they do. 

            5                 MEMBER SCOTT:  Exactly.  If they know that 

            6     that's a concern for at least some of the Board it might 

            7     help them try to get that at least addressed if they could 

            8     because it's liable to be easier to address it before they 

            9     come here than while they're here. 

           10                 A couple other brief comments.  Dana, I really 

           11     appreciate your help on the financing and reviewing some of 

           12     these audits and that sort of thing.  That's a big help. 

           13                 I think we're probably going to talk about a 

           14     schedule for a possible field trip, and then the only other 

           15     question I had was is there any word on a new Board Member?  

           16     Do we need to send the Chairman over to the Governor's 

           17     office to beat on somebody's head? 

           18                 MS. BASHAM:  We haven't heard anything. 

           19                 MEMBER ZIMMERMAN:  Do they know there's a vacant 

           20     position? 

           21                 MS. BASHAM:  Oh, yes.  It's being worked on. 

           22                 MEMBER SCOTT:  I'm happy to make a phone call or 

           23     two if you think that --  I don't like to see us functioning 

           24     without a full Board for any longer than we have to and 

           25     hopefully something could happen between now and the next 
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            1     Board meeting. 

            2                 CHAIRMAN KRAMER:  I wanted to but I was told 

            3     that powers within powers within powers within powers behind 

            4     the coat closet were negotiating with somebody to put 

            5     somebody up and it hasn't happened. 

            6                 MS. BASHAM:  I'll tell you something I do know.  

            7     My understanding of the process is that Washoe County will 

            8     be nominating somebody and I think the Washoe County 

            9     Commissioners are going to approve that person and send that 

           10     nomination to the Governor's office.  I know Washoe County 

           11     has been talking to applicants. 

           12                 CHAIRMAN KRAMER:  Okay. 

           13                 MEMBER SCOTT:  You need to go to the city of 

           14     Sparks and have them put forward a name.  That's all, 

           15     Mr. Chairman. 

           16                 MEMBER GOETSCH:  I've got just a couple of quick 

           17     comments.  I wanted to say to staff I appreciate the 

           18     package, it's much better than it has been in the past.  The 

           19     experience this time around the way things were put together 

           20     was great, so I like the new notebook and the fact that I 

           21     receive less than a random chunks of data that I had to 

           22     process.  So we're heading in a good direction. 

           23                 I want to also recognize, I know you've done a 

           24     number of visits recently and if there's more scheduled, 

           25     that's a good thing, I don't know how many were done in the 
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            1     past but it seems like there's more now and that's good.  

            2     The field trip that we've talked about, maybe I lost track, 

            3     do we have a date? 

            4                 CHAIRMAN KRAMER:  No, we don't have a date.  

            5     Staff needs to work on that. 

            6                 MEMBER GOETSCH:  It sounds like we can pull off 

            7     I-80 really quickly and look at Pershing. 

            8                 MS. STAMATES:  Imlay. 

            9                 MEMBER GOETSCH:  We could drive by Imlay and 

           10     look out the window and we can see that one.  I think we 

           11     should pin it down pretty soon or else it's going to be past 

           12     the summer and decision point. 

           13                 MS. STAMATES:  We were looking at the July time 

           14     frame.  As soon as we move into '07 as far as funding and I 

           15     don't know what people's schedules are.  We don't have a 

           16     July calendar in here unfortunately. 

           17                 CHAIRMAN KRAMER:  We should go off our schedule, 

           18     not theirs, just tell them when we're coming. 

           19                 MEMBER GOETSCH:  Do we need to approve a grant 

           20     before we can go on a field trip? 

           21                 MS. STAMATES:  It's complicated trying to move 

           22     funds this late in the year and the minute July hits it's 

           23     not as complicated.  They'll have us anytime we want to go, 

           24     that's not the issue.  It's getting all of us together and 

           25     it's probably at least a three-day, you figure a day to get 
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            1     out there and stop, a day out there looking at the dam, and 

            2     then a day coming back, part of a day but the better part of 

            3     a day. 

            4                 MEMBER GOETSCH:  My recommendation would be 

            5     fairly early departure, overnight, and one day back.  That's 

            6     more doable and just give them short times to talk to us. 

            7                 MEMBER SCOTT:  Pick you up in Fallon at 6:30 and 

            8     go from there. 

            9                 MEMBER GOETSCH:  Those are my comments. 

           10                 CHAIRMAN KRAMER:  Other Board comments? 

           11                 MEMBER ZIMMERMAN:  I'll echo what the other 

           12     Members said.  The books look great, I get the information 

           13     that I'm looking for.  I think you're doing a great job on 

           14     analyzing what's going on and putting it down on paper.  So 

           15     I appreciate it.  Thank you. 

           16                 CHAIRMAN KRAMER:  You're doing a good job, kid. 

           17                 Do we have public comment?  Eleanor. 

           18                 MS. LOCKWOOD:  Eleanor Lockwood, Planning 

           19     Director for Churchill County.  I just wanted to inform the 

           20     Board that a very recent progress report signed by the Board 

           21     of County Commissioners was forwarded to you at the end of 

           22     last week.  I apologize for the lateness of getting that to 

           23     you.  I was hoping that you would have received it before 

           24     this meeting. 

           25                 We've made considerable progress on our project 
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            1     and I think even since the information that you have 

            2     received in your packages.  We have also submitted for 

            3     reimbursement I think to the tune of $500,000 since our 

            4     project is well underway.  There is some urgency in trying 

            5     to get reimbursement for this and we're working very closely 

            6     with staff to try to make sure we have submitted our 

            7     progress reports and our invoices in accordance with policy 

            8     and requirements. 

            9                 But there is great urgency in trying to get 

           10     reimbursement.  Otherwise the county is probably going to 

           11     incur additional costs in having to go out for interim 

           12     financing. 

           13                 We'd like to also appreciate and acknowledge the 

           14     staff's cooperation in working with Churchill County.  It's 

           15     a very complex project as you all know.  We always seem to 

           16     be reverting back to what is it exactly that you're trying 

           17     to do and is it eligible. 

           18                 So even if I could come out to the county and 

           19     they will be out there next week and we hope that we can 

           20     resolve a lot of the issues so that our project for change 

           21     of scope can be in front you at the next meeting. 

           22                 I hope the letter will be at your office, Adele, 

           23     or initial --

           24                 MS. STAMATES:  We have copies if the Board wants 

           25     to take them with you. 
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            1                 MS. LOCKWOOD:  If you have any questions, please 

            2     feel free to give me a call or Board Member Goetsch. 

            3                 MS. STAMATES:  They didn't receive anything on 

            4     this at this point.  We didn't forward any of that package. 

            5                 CHAIRMAN KRAMER:  Because of the deadline, 

            6     right? 

            7                 MS. STAMATES:  Because of the deadline and our 

            8     inability to get a concise --

            9                 MEMBER SCOTT:  Is the cash flow problem in 

           10     Churchill County a management issue, Eleanor? 

           11                 MS. LOCKWOOD:  I will respond to that in a 

           12     roundabout way. 

           13                 MEMBER SCOTT:  You don't even have to respond. 

           14                 MS. LOCKWOOD:  I will respond in a roundabout 

           15     way.  As you well know, I am the Planning Director for 

           16     Churchill County.  I resigned my position as Acting Public 

           17     Works Director at the last budget hearing but I continue to 

           18     act as that. 

           19                 Thankfully we have appointed what you would call 

           20     a Public Works Director, and hopefully by the time our 

           21     change of scope is in front of you the Public Works Director 

           22     will be presenting instead of myself.  It's a gentleman out 

           23     of Colorado, so we're going to have to do some training to 

           24     understand the Nevada way. 

           25                 MEMBER SCOTT:  I was giving Brad a hard time but 
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            1     I would tell you that I really appreciate Churchill County 

            2     stepping up and trying to make solutions out of some of 

            3     these issues and I understand how hard it is and I know it's 

            4     been a bit of a moving target, but I really appreciate what 

            5     Churchill County is trying to do. 

            6                 If we have a concentrated arsenic issue, it's in 

            7     your backyard, so we appreciate what you're trying to do. 

            8                 MS. LOCKWOOD:  Thank you, we're trying.  I still 

            9     haven't learned engineer-ise. 

           10                 MEMBER SCOTT:  That could be an asset. 

           11                 CHAIRMAN KRAMER:  When you leave, I'll tell you 

           12     what Brad said.  I'm only kidding. 

           13                 Do we have any further business? 

           14                 MS. STAMATES:  I'd like to make a comment.  I'm 

           15     very concerned about the cost overruns on these projects, 

           16     particularly in the way of the bids coming back double and 

           17     more than the engineer's estimates.  I don't think we have 

           18     stupid engineers out there.  I think these folks have a good 

           19     grasp of their fields and they do an honest estimate, but 

           20     they're not getting fair bids, they're getting gouged. 

           21                 The bids are coming in huge.  People don't need 

           22     the work and we're giving grants to folks who might not be 

           23     able to get their projects off the. 

           24                 You think a treatment plant might be a lot 

           25     different than laying a pipe because the folks laying the 
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            1     pipe seems to be busy doing new development, but the folks 

            2     building a treatment plant are somewhere else in the country 

            3     and they assemble it, put it on the skids and ship it to us.  

            4     I'm just concerned.  I can tell you that the estimates I'm 

            5     seeing are meaningful and these folks look foolish really. 

            6                 CHAIRMAN KRAMER:  So as our engineer, should we 

            7     tell you if you feel as our engineer and estimator that this 

            8     is wrong, you tell us this is wrong? 

            9                 MS. STAMATES:  I have no way of knowing.  I 

           10     don't know what a person is going to bid from one moment to 

           11     the next.  It depends on where they're at, but I just want 

           12     to bring it up that it seems that we're in a very ugly 

           13     climate where you get these guys off and running and six 

           14     months later even if they work their butts off to try to get 

           15     a design done and approved through NDEP, they're not going 

           16     to be on target with numbers.  So we should be considering 

           17     maybe in some cases the projects we're working on. 

           18                 CHAIRMAN KRAMER:  A lot of engineering firms 

           19     keep running tabs on all the bids that they've had out on 

           20     jobs and they go in and build the bids on Excel and find out 

           21     how much six-inch pipe is in the ground over the last four 

           22     or five years and what the last bids were, and then call -- 

           23     there's only two places besides out of state that supply 

           24     pipe that I know of, find out what the current price is and 

           25     look at it that way. 
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            1                 MS. STAMATES:  It's not just the price of the 

            2     actual pipe, it's what the guy can get to lay that pipe and 

            3     in this environment it's disturbing, it's disturbing our 

            4     grantees and that disturbs me.  What do we come back and ask 

            5     for? 

            6                 MEMBER GOETSCH:  Do we have the ability to 

            7     control it or influence it in any way? 

            8                 MS. STAMATES:  I don't think we do. 

            9                 MEMBER GOETSCH:  If we granted smaller portions, 

           10     is that going to help to drive down the price or to make 

           11     more realistic bids?  You probably see this stuff more than 

           12     I do.  I got a brief sent to me just recently from the 

           13     special engineer's organization that talked about China and 

           14     hurricanes and all this and they said the escalation is 

           15     going to be faster and greater as China matures. 

           16                 They showed in the last five years the 

           17     difference in the percentage of what goes over there and 

           18     over here.  I understand what you're saying.  They're 

           19     predicting it's going to be much worse and the inflation 

           20     factor is going to be faster for the next ten years, so how 

           21     do we validate the numbers we get? 

           22                 MEMBER SCOTT:  The problem I see is you can 

           23     track and predict a little bit things like concrete and 

           24     steel and pipe.  The price of oil goes up and the price of 

           25     pipe goes up.  It's how busy am I and how badly do I want 
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            1     this job.  That's a factor. 

            2                 Could we look at maybe having sort of like a 

            3     preferred bidder's list or do something where maybe we had a 

            4     way to focus on certain contractors who were willing to work 

            5     within either general areas of the state or something like 

            6     that as at least people to be included in the bid process 

            7     because you don't know who gets involved or who responds to 

            8     bids sometimes or who will respond.

            9                 If you can get several bidders, a lot of times 

           10     you can offset some of that.

           11                 MEMBER ZIMMERMAN:  But they don't care if they 

           12     get the work.  They just bid it high. 

           13                 MEMBER SCOTT:  But if you had people that were 

           14     in essence prequalified it might be that they would be 

           15     willing to say I'm either not going to bid on a Board for 

           16     Financing Water Projects project or I'll be willing to bid 

           17     within a reasonable -- they would know because they want to 

           18     do further work that maybe they would make a little bit 

           19     greater effort. 

           20                 CHAIRMAN KRAMER:  In order to throw a bidder out 

           21     or disqualify a guy from bidding he has to have been 

           22     ostracized by the State Contractor's Board or something.  

           23     Isn't there a black list?  You cannot just automatically 

           24     qualify that A, B and C Company can bid on a project and D, 

           25     E and F can't. 
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            1                 MEMBER SCOTT:  I'm not suggesting you exclude 

            2     any bidders.  I'm saying try to get a group who are willing 

            3     to make the effort to bid in addition to whoever else might 

            4     be out there, but try to get a little more professional 

            5     response from the bidders as opposed to what can I get for 

            6     this or I don't really want it, so I'm just going to mark it 

            7     up and if I get it, I'll do it. 

            8                 MR. STOCKTON:  Nhu will have to do the research 

            9     but I think that's beyond your scope. 

           10                 MS. STAMATES:  I guess I'm apologizing to you 

           11     because I'm afraid I'll keep bringing these folks back.  

           12     They need their systems as badly as anybody else and they 

           13     can't make up that difference when it comes in at four 

           14     million and not two. 

           15                 MEMBER GOETSCH:  There's an associated impact.  

           16     The other thing that I've seen is the engineering firms are 

           17     accepting more jobs than they can do and then they don't 

           18     care if they slide six months or a year, they've got all the 

           19     business in the world and that's going to impact all of 

           20     these folks the same and that's impacting us with all our 

           21     money being out there and not getting finished. 

           22                 MS. STAMATES:  Maybe it's just an awareness 

           23     thing. 

           24                 MEMBER GOETSCH:  Do we have penalty clauses 

           25     associated with our money, with our grants and loans that 
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            1     say if the project isn't finished on schedule there's a 

            2     penalty clause or would they just not --

            3                 MR. STOCKTON:  We can put it in the contract, 

            4     like a liquidated damages clause, $1,000 a day for every day 

            5     over the time limit.  I assume we can put it in there.  We 

            6     just adopted the deadline where they have two years to start 

            7     the project and it has to be done, but I think a five-year 

            8     maximum is in the statute. 

            9                 MEMBER ZIMMERMAN:  I think you have to have a 

           10     basis for liquidated damages in order to enforce it.  You 

           11     could do incentives. 

           12                 MR. STOCKTON:  How are we damaged by the delay. 

           13                 MEMBER SCOTT:  And how much are you damaged. 

           14                 MEMBER ZIMMERMAN:  If you do the incentives, 

           15     then maybe you're beating inflation. 

           16                 MS. STAMATES:  Adele and I were talking and this 

           17     is her idea.  It would be nice and great if you guys could 

           18     help us if there's a way that our projects could be bulk, 

           19     that they were working for the State helping here, here, 

           20     here, here. 

           21                 MEMBER GOETSCH:  You saw the same contractor 

           22     with two or three different proposals just today. 

           23                 MS. STAMATES:  That's an engineer and the 

           24     engineers are doing it too.  The question is could you have 

           25     a contractor moving --

                                              180

                                CAPITOL REPORTERS (775) 882-5322

            1                 MEMBER SCOTT:  He'll move from job to job 

            2     probably and still do them sequentially.

            3                 MS. STAMATES:  If we could lock in their bids in 

            4     bulk, they have work cut out for the future. 

            5                 CHAIRMAN KRAMER:  All bidding has to be done 

            6     between Thanksgiving and the first of January. 

            7                 (Member Zimmerman left the meeting room.)

            8                 MEMBER SCOTT:  How are we going to handle this?  

            9     Is Michelle going to schedule her trip and see if we can go? 

           10                 CHAIRMAN KRAMER:  She'll email us. 

           11                 MS. STAMATES:  I'll send you some alternatives. 

           12                 MEMBER SCOTT:  It might be better what Brad is 

           13     saying.  Some of us aren't retired and we can't just leave 

           14     when we want.

           15                 (A discussion was held off the record.)

           16                 MEMBER GOETSCH:  I move we adjourn. 

           17                 MEMBER SCOTT:  Second. 

           18                 CHAIRMAN KRAMER:  Motion and second to adjourn.  

           19     All those in favor say aye. 

           20                 (The vote was unanimously in favor of motion.) 

           21                 CHAIRMAN KRAMER:  We're adjourned. 

           22     

           23                 (The proceedings concluded at 3:37 p.m.)

           24     
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