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RECORD OF PROCEEDINGS


MINUTES OF A REGULAR MEETING 

OF THE BOARD OF DIRECTORS

GENESEE WATER & SANITATION DISTRICT

HELD

Tuesday, March 28, 2006

At 5:00 p.m. at the Genesee Vista Clubhouse


24425 West Currant Drive

Golden, CO 80401

ATTENDANCE

A Regular Meeting of the Board of Directors of the Genesee Water & Sanitation District of Jefferson County, Colorado was held as shown above, and in accordance with the applicable statutes of the State of Colorado with the following Directors present and acting:

Stewart McNab

Chris O’Dell

Scott Mefford

Timothy Collins

Bruce Strand

Also present were Scott Jones, General Manager; Debbie Schrimp, Director of Administration; John McWilliams, District Superintendent; Timothy Beaton, District Attorney; Steve Jamieson & Mike Stonefelt, W.W. Wheeler & Associates; Eric Barnes, CPA, Wagner & Barnes, P.C.; Approximately 55 residents.

CALL TO ORDER

Chair McNab called the meeting to order and opened for discussion the first agenda item. 

MANAGER’S REPORT

Water Withdrawn and Returned – The Water Withdrawn and Returned Report for the month of February 2006 was presented to the Board of Directors by Manager Jones and is incorporated within and made part of these minutes by attachment. 

SUPERINTENDENT’S REPORT

The Turbidity and Disinfection Report – The Turbidity and Disinfection Report for the month of February 2006 was presented to the Board of Directors by Superintendent McWilliams and is incorporated within and made part of these minutes by attachment. 

The Influent Prior to Treatment Report and the Wastewater Discharge Report - The Influent Prior to Treatment Report and the Wastewater Discharge Report for the month of February 2006 was presented to the Board of Directors by Superintendent McWilliams and is incorporated within and made part of these minutes by attachment. 

ADMINISTRATION REPORTS

Cash Disbursements

Thereupon, motion made by Director Collins and seconded by Director O’Dell was unanimously carried with Chair McNab voting aye the Cash Disbursements for February 2006 were approved as submitted.

Ms. Schrimp continued with a review of the reservoir cash status, the cash and investments and the financial recap reports for the month of February 2006. 

Web Site Update

Ms. Schrimp said she received a proposal from Patrick vandenBroek of GorillaSoft, Inc. to update and establish a new branding and new site navigation to the District’s web site. She said that Cody Belzley of Sondermann/E-Squared Partners offered to work with Patrick Van den Broek in implementing her suggestions to the District’s web site.  The Board and some of the residents suggested that contracting with someone that uses proprietary web software is probably not the right way to go and to look into Microsoft Front Page for example, and other non-proprietary software. Ms. Schrimp said she would check into the cost of non-proprietary software and in finding someone who could redo the District’s site.

2005 FINANCIALS AUDITED – Eric Barnes, CPA – Wagner & Barnes, P.C.

Eric Barnes, CPA of Wagner & Barnes introduced himself and said his company had audited the District’s 2005 financials and that a draft copy was submitted to the Board and staff.

Mr. Barnes said the opinion of the auditors on the financial statements is that the financial statements present fairly, in all material respects, the financial position of Genesee Water & Sanitation District as of December 31, 2005, and the changes in its financial position and its cash flows for the year then ended are in conformity with accounting principles generally accepted in the United States of America.

Mr. Barnes reviewed the District’s revenues, expenses and changes in net assets for 2005. He explained the notes to the financial statements and reviewed the District’s changes in long-term debt and debt maturities. 

During the audit he became aware of a couple of matters or opportunities for strengthening internal controls and operating efficiency, which do not affect the basic financial statements. First, the District will need to comply with its capitalization policy, which states that purchases with an original price of less than $1,000 will not be capitalized, but expensed.  Second, a policy for general leave accrual for employees with a break in service will need to be added to the District’s employee handbook. Third, review of an employee in excess of the current maximum accrual for general leave at year-end. Fourth, unused checks for closed accounts are to be kept in a secure place and then destroyed at year-end to prevent misuse.

Director O’Dell said on page 18 of the draft financials the restricted cash for the reservoir shows $5,909,195 instead of $6,636,705. He said that even though the District withdrew more than it spent in 2005 and interest earnings received should still be shown as restrictive cash instead of being in the regular cash account. The additional money that was taken for the reservoir is intended to be spent as reservoir funds and should be shown as restrictive cash. Mr. Barnes agreed and said he will go back and look at that. Director O’Dell said he feels that is a number that needs to be reconciled at year-end so that the numbers in financials that are shown as restrictive are the same numbers that are on the cash and investments report.

2004 DROUGHT MANAGEMENT PLAN

Chair McNab said the proposed 2006 Drought Management Plan is the same plan that the Board has adopted since the 2002 drought.  Chair McNab said what the District uses to implement this plan is the gauge at Morrison which is a real time display of how much water there is in Bear Creek. He also noted that the Snowtel website is interesting and helpful in measuring the snow pack and water equivalent at Echo Lake.

Thereupon, motion made by Director Strand and seconded by Director O’Dell the Genesee Water & Sanitation District Board of Directors adopted the 2006 Drought Management Plan as proposed and will be distributed to the residents in their April billing statements. The motion passed unanimously.

RESERVOIR PROJECT - Update – Steve Jamieson, W.W. Wheeler & Associates

Mr. Jamieson gave the Board a progress update. A copy of the update is incorporated within and made part of these minutes by attachment. 

Mr. Jamieson presented the summary of the bids received. He said that bids came in higher than anticipated. The low bidder was ASI-Flatiron, Kiewit Western was second and Ames Construction was third. He said he included optional bid items in the bid package and value engineering proposals that the contractors suggested. If any of these bids were accepted by the District the bids would have been $10.4 to $13.3 million. The District has $6.5 million. To construct the reservoir as designed in today’s market is much more than the District has available right now. 

Mr. Jamison said the obvious question is how come bids were so high? He said it was a combination of things that came together. First, the construction quantities done in the feasibility estimates were not based on field investigations. After the field investigations some of the quantities increased, for example, roller compacted concrete was estimated to be about 34,000 cubic yards in the feasibility study and the final design was actually about 40,000 cubic yards.  Other additional features were added to the project such as a multi level intake tower and dual drain and fill system, a more expensive access road, concrete stain, restrictions regarding work hours, minimizing traffic in and out of the site, and the State requiring that blasting on site occur before the foundation grouting occurs. The real issue is a dramatic increase in materials and construction costs just recently. Cement costs, fuel costs and costs of steel have increased dramatically. The contractors couldn’t get bids for cement and couldn’t get guarantees. Some contractors said they are paying 50% more for cement right now and contractors had to hedge their bids. 

Why was the Project Bid?

The Board decided to let the market speak for itself. Mr. Jamieson said they talked to the Board back in November because they were concerned about prices, but that contractors can come up with some good ideas at times. He said the Board understood that there might be some things that would have come out or deferred. His understanding all along was if the bids came in too high they could always look at a smaller reservoir at the site and optimize storage with the funds that were available. Obviously, the market has spoken and it is very expensive to do anything in construction. The bids did help to understand some ways to save some money moving forward.

Mr. Jamieson said there are lots of these types of projects where bids come in more than funds available and more than people are estimating. He gave a couple of examples where bids came in higher than the contractor’s estimate (Denver Water Conduit 307 & CDOT Highway 287). He said the day of the bid one contractor called because he could not find a cement supplier. 

Mr. Jamieson said that the District has made a lot of progress. Designs have been completed and approved by the State Engineer’s office. Land has been required and project permitted has been complete. Construction prices are not going to be as low as they are today they are going to continue to go up. 

Maximum Storage Option

Mr. Jamieson said he had a discussion with Scott Jones, District Manager and a couple of Board members where they came up with two potential options. First is the maximize storage option. The idea is that with the funds available to maximize the storage at the site. This will be a RCC dam and for $6.5 million dollars the District could get 50 to 80 acre-feet of storage. He said if the Board wanted to pursue this approach they should go quickly into a value-engineering phase with a contractor, brainstorm ideas with the design team and construction team about how to reduce costs and share some risks by working together. The change order to the State Engineer will then show how to reduce storage to that size, which is a simple process. 

Minimum Storage Option

Provide some storage and also look at some water treatment options. Mr. Jamieson presented a couple of options for excavation, pipelines, smaller dams, or a combination of those to get 16 to 41 acre feet of storage for $900,000 up to $4.7 million. Those options will require some additional design. He said he would recommend getting a contractor partner at this stage because of the volatility of the construction market. There are other contracting approaches now that make a lot more sense given today’s market where you can actually partner with a contractor and come out with a guaranteed maximum price. There will be potentially some additional approvals from the State Engineer and Jeffco. Some of these dams are non-jurisdictional dams. This approach will allow additional dollars for water treatment projects. 

Mr. Jamieson showed a Power Point presentation and passed out a chart with six potential water storage system options. He reviewed and explained each option. He said the cost per acre-foot does not include the $1.7 million dollars that has already been spent.  A copy of the presentation and option chart is incorporated within and made part of these minutes by attachment.  

Mr. Jamieson said that Spronk Water Engineers talked about the District needing 39 acre-feet of storage. Manager Jones said that 39 acre-feet would get the District through another drought equivalent to 2002 with no restrictions, total of 39 acre-feet.

In conclusion, Mr. Jamieson said he believes there are several win-win storage solutions available for Genesee. Unfortunately, waiting won’t make storage cheaper or easier. They were just as disappointed as everyone, but are committed to helping the District. 

Chair McNab said immediately prior to the bid opening that Mr. Jamieson reevaluated the estimate he originally made on the cost and that he did not predict bids anywhere close to what the District got. Why not? Mr. Jamieson said there were a lot of factors. In November, they talked about the $6.6 million and realized they might have to take some things out. The real issue is how contractors are dealing with the cost risks of cement prices and how they were allocating the risks. The bids had a wide spread between items. He said that he didn’t have a feel as to how quickly things were changing in the market. 

Director Collins asked if the prices listed on the option sheet were compiled from the unit rates from the bids received and were they escalated up?  Mr. Jamieson said yes, unit rates are from the bids, however they are at today’s prices. 

Director Mefford said if the District went with a smaller pond option then maybe they could this facility in more of an incremental basis. If the District could afford some storage now and a pipe line up the hill then maybe at some point in the future it can add some additional storage to it through additional small ponds in a reasonable manner. 

Chair McNab said one of the options was for between 50 and 80 acre-feet. He asked Mr. Jamieson how much would the District have to spend in finding out if that would really work? The District has spent a lot of money so far and had made decisions based on that information, how much more would we need to pay to find out if that is a reasonable option? Mr. Jamieson said he would suggest getting into a value engineering process with a contractor. If the Board selected the low bid contractor in a week it could go through a value-engineering workshop and could possibly be done in mid April for $50,000. 

Director Strand said ASI did Pine Brook’s dam for $4.5 million in 2005 who bid $10.3 million for our project. Can you summarize why that surprising difference?  Mr. Jamieson said there are two reasons for that, one is the Pine Brook dam and the Genesee dam, although both are roller compacted concrete dams, is like comparing apples to oranges. Pine Brook had $4.3 million and that is all they had. They went though a design-build process where the contractor was overseeing the engineer. That owner, that engineer and that contractor were willing to take some risks and eliminate some safety features. The Genesee dam has adequate safety features built into it, a big difference from the beginning. For example, his understanding is that Pine Brook’s dam has no foundation grouting at all and believes that is very important. The other issue is back in June 2005 cement prices were $1.05 a ton and now cement prices range up to $180.00 a ton. Katrina hit and before they knew it energy prices skyrocketed. 

Director Collins said there was some issue about restrictions on truck traffic and that it impacted the cost. He asked Mr. Jamieson if he knew that value and how it impacted the bids. Mr. Jamieson said that one contractor indicated that it doubled their excavation costs, but others didn’t consider it.

Chair McNab asked if someone is bidding a project like this and they say they cannot get cement until November. Are they getting from their supplier an assured price as to what it will cost them in November or do they have to build into their bid a hedge over changes in prices between now and then? Mr. Jamieson said they are building a hedge into those things. Mr. Jamieson said his understanding is that suppliers are saying cement is going to increase two or three times next year. Director Mefford asked if fuel was a big deal? Mr. Jamieson said yes, trucking charges and any heavy civil costs to run equipment have increased 15 to 25%.

PUBLIC COMMENTS

Resident Comment

Build the dam the size with what money we have now, but at a later time and if the top is built a certain way add an extension to the greatest capacity.

Mr. Jamieson said yes they could certainly do it that way, but the mobilization in the long run will cost more, but it can be done.  Chair McNab said his understanding by what Mr. Jamieson said before was another problem in addition to two mobilizations is that with this type of dam the foundation is built once and that is the biggest part of the costs. Mr. Jamieson said that is true, but you could also design the foundation for what we have now, and later draw it down and do some additional grouting and drainage. It will be more costly in the long run, but can be done. 

Resident Comment/Question 

A flyer was put in your last billing listing the facts of the reservoir. The District hired a public relations firm to do this flyer and noticed on the budget that $4,753 was spent. She said she looked up Eric Sondermann from the PR firm the District hired on the web and commented on his remarks made on the web. She said the District hired the best in the business, but why does it need the best in the business if facts are facts. 

Mr. Jamieson’s comment about the surprise bids struck her funny. On April 22, 2005, the Water & Sanitation group put out a letter to the ratepayers that GRIP indicates that dramatic cost increases in concrete prices will undermine the project. Unfortunately, the members of GRIP that are making this statement are not providing the community with accurate information.  To the contrary, steel prices have dropped 20% and are forecasted to drop an additional 22% according to a Wall Street Journal article. Concrete prices have been fully considered in our budgeted cost estimation. On April 28, the District issued another letter saying the District cost estimates were prepared by our engineer using sound and recognized estimating techniques. Then on November 25 2005, Gene Tanski wrote letters to the Water Board that said, “You know that it will not be possible to construct the dam and reservoir as planned and have enough dollars remaining for system wide repairs that are urgently needed given the sharp rises in concrete prices and concurrent shortages in supplies. The bids will come in higher than you have acknowledged to the public to date.” In March of 2006, a Denver Post article quoted one of the Director’s as saying we were very surprised and disappointed in the bids. 

Resident Comment

Mr. Carl Janicek said he applied for being on the ballot and that it had been contested by Tim Collins who felt for some reason he shouldn’t be on the ballot. Chair McNab explained that there was a challenge by one of the candidates to Mr. Janicek’s petition. The Board didn’t have anything to do with it. There was a hearing. The hearing officer heard evidence and made a written decision. Mr. Janicek said he wanted to mention that the hearing officer’s decision is now under judicial review.

Mr. Janicek said he was emotional about this subject and said his background is in Chinese medicine, aromatherapy and in a number of areas in health and wellness that have become popular in the last ten years. The reason he got involved was because he uses a whole house dual stage filter system. He found that the filters were clogging up very rapidly. He said they are supposed to pass 100,000 gallons of water before they clog. The denser the water is with particulate matter and whatever comes from the sewage systems comes into our system and it doesn’t get filtered out by our current system. When a filter only lasts 20,000 gallons something is wrong. He said his only real interest has to do with the health of the community. He presented a 35 page scientific review of water quality downstream from treatment systems. Genesee has over 1,000 treatment (sic) systems upstream of Genesee and through these systems approximately 60% of the drugs that are put into the treatment system come out of the treatment system without being altered.

Mr. Janicek said he was concerned with the current budget and that the issues of health in the community have not been addressed.  He said he understands and believes in the need for storage and believes there are certain types of storage systems that have an advantage. He said the interesting game everyone is playing emotionally is that water is all about emotion. That is why you are seeing these dramatic polarities show up. Everyone is acting out water. He urged the Board in whatever they decide to realize the need to upgrade the facility. He said he understands it is not cheap, but needs to be prioritized high on the list. Storage systems that have the greatest surface area exposed to sunlight actually have the ability to break these drugs down. Storage areas that are narrow in their opening to sunlight don’t do as good of a job at breaking these drugs down. The bacterial action that is used in most treatment systems to break down typical sewage does not break down these metabolites. 

Chair McNab said a few months back the District had a presentation on the addition of membrane filtration. He said this relates not because our water quality is deteriorating at all, it simply has to do with the fact that the State standards for treating water have gone up and the District is held to a different standard now than it was before. He said this is the kind of treatment that Mr. Jamieson is also talking about.

Resident Comment/Question

In the Board’s resolution dated December 1, 2005 the Water Commissioner testified that 125 acre-feet was barely adequate for Genesee’s storage needs so why are they suppose to believe that 39 or 40 acre-feet is going to work for Genesee?  Chair McNab said the reasons for looking at 125 acre-feet have not gone away, but the reality is the Board is looking at possible alternatives not all of which can be done today, but the Board hasn’t decided what to do yet. 

Resident said Mr. Jamieson stated there were recent dramatic increases in materials and in fuel costs, what does he mean by recent?  Mr. Jamieson said just in the last few months. Resident said the research he looked at showed that the warning signs about the construction industry were in place in 2004. He said he finds it hard to believe that Mr. Jamieson was surprised. 

Resident Comment

It is disgraceful to wait this long in getting this dam moving. He said it should be the Board’s duty for the benefit to all of its customers if they file suit against this GRIP outfit for all sorts of merit less slowing down and trying their best to find ways for their own benefit rather than for the benefit of the entire Genesee community. 

Resident Comment/Question

What percentage is concrete and is steel in the dam?  Commodities go up and down. Are they significant to the cost of the dam? Mr. Jamieson said there is very little steel, but it is a roller compacted concrete dam and the cement issue is a key issue. He said he wasn’t sure, but approximately 15% to 20%. Chair McNab said the cement gets bid in terms of placing it so it is hard to separate the two elements of costs.  Resident asked if the materials were a significant cost such that we might see a much-improved bid at a later time with a changing economy. Mr. Jamieson said he heard the next couple of years are going to continue to escalate, but who knows. 

Resident Comment/Question

What was the length of delay caused by GRIP’s activities?  Chair McNab said at the most it was a couple of months from the Board’s original plan. He said it was hard to say because some elements took longer than others. There were delays in the approval by the State Engineer to review things and he used that as a benchmark. Mr. Jamieson said the condemnation delay pushed the Jefferson County process back a couple of months. He said if that could have been expedited then possibly the State Engineer’s review could have been expedited. The approval was scheduled for November, but came in January.

Resident Comment

Notwithstanding all the awful GRIP delays it could only be a few weeks delay. He said by using Wheeler’s own time schedule the bidding was scheduled for early 2006 and this is only March 2006.  A few weeks delay at the most.

Resident Comment

The drought of 2002 is only the tip of the iceberg and it is only going to get worse not better.  The District made the decision to out for $8 million in bonds based on the best knowledge it had 3 years ago to build a dam. The time is now to build a dam. Build the best dam you can build and build it now with the money we got. If value engineering will help in our working with a contractor let’s go do it. Let’s go now and select a contractor and start building the biggest, largest dam for the $6.5 million we got. This is a consensus of everyone he talked to in Genesee. He said they waited too long and is worried about fires.

Resident Comment

With all due respect to the engineering firm, it has got to be disturbing that the low bid was 50% higher than the engineer’s estimate. His recommended if moving forward and entering into a relationship with a contractor the Board needs to bring in another engineering firm to look at what has already been done. His concern is if the District pursues the 50 acre-foot option two months down the road the contractor comes back saying it’s $9 million versus the $6.5 million. Missing an estimate like that is very difficult to understand.

Resident Comment/Question

If the Board selects the larger reservoir over the smaller would more water taps become available and will that be a source of revenue to offset the additional storage? Chair McNab said no, this project has never been projected as something to provide additional water taps. It has been expressed and it’s the Board’s intent not to add any taps to the service area. 

Resident Question

The figure of 40 acre-feet will get Genesee through a drought, but if the District builds the 125 acre-feet could it sell that water in times of shortage? Chair McNab said the plan was based on Genesee’s needs first and then under certain circumstances to lease the water. 

Resident Comment/Question

It is important for the District to build the largest storage facility it can afford and to do it as quickly as it can. In looking at the 25 ft rock filled dam are there any economics in looking at a larger rock filled dam on the site using materials that could be more easily developed as opposed to a little one? If the District goes through one of the smaller options, how does that impact operation costs over time? Mr. Jamieson said they were trying to get some options and that all of the options presented can be refined. A little larger rock filled dam can go on that site, but if it gets to the point where it gets too high then it becomes a Class II dam and additional expenses occur. 

Resident Comment

Sorry to hear the pricing on the dam came in as high as it did. His preference is to have a 125 acre-foot dam. Encouraged the Board to consider going back to the community and asking for more money. Thinks it is important to have dam of sufficient size, an element of security through the bad years. 

Resident Comment

Missing the whole point when talking about consuming and using up the amount of water in storage. The reason the Water Commissioner said 125 acre-feet of storage is marginal is because it is not as much per capita as other communities like Morrison and Evergreen have stored. It is not so much the amount of storage, but what happens is you got to get the water out of stream and you are not always able to do that every year. If you have too little storage you don’t have enough time to store over several drought years. 2002 was not a one year drought it was a combination of several years of drought and the problem is you have to have enough storage so when you have wet years you can store enough water for several years when you cannot store. 

No one today has mentioned how much the cost of dirt has gone up at the time concrete has gone up. No one builds a concrete dam if they can build an earth dam. Every contractor in the country says that except our engineers and our water board. They have a different agenda and the engineer is following their direction. At the beginning, the engineer said there might be more economical places to build a dam, but that is outside the area we were allowed to look. So the engineer is partly at fault because he led us down this primrose path saying we can build a dam for $8 million, you can’t build it now for $12 million. 

Director O’Dell said the comment that is referred to was indeed made and was indeed a restriction that the Board put on the engineer, but it had nothing to do with the eight sites the Board considered in this neighborhood. It had to with sites that were also considered before the Board narrowed the scope at Soda Lakes, Evergreen Lake and the gulches further up the stream. It was the Board’s considered opinion that building reservoirs in those areas does not help because if you build down stream there are huge costs of piping it back up stream, and if you build it up stream you have the losses that occur in the stream itself when you put the water into the steam and flow it down to the intake tower. It was those losses that concerned the Board the most. 

The District has been told for years that as long as Evergreen flushes their toilets there would be plenty of water in Bear Creek. Genesee found out in 2002 that wasn’t true because in an extreme drought like in 2002 the fluoride and flora along the sides of the bank and the dry ground eats up a lot of the water that is otherwise discharged. It was the Board’s view that putting a water storage facility substantially miles upstream like at Witter Gulch was what that comment was referring to, not the Ralston site, which the Board looked at and not any of the other eight sites that were also looked at. 

Resident Comment

The resident’s point concerning a 40 acre-foot reservoir is an undeniable point. It will be a diminishing utility. The question becomes do you expand the area where you are looking to build a dam. Obviously, the fact you sunk $1.7 million into this site or do you look upstream again. He said he was interested in what the Board said about upstream alternatives because he looked at lots of material and couldn’t find where or hasn’t seen the studies, which the Board is referring and would like to see those because he thinks upstream alternatives make a lot of sense. He said the District might be looking at a worse predicament six or nine months from now because of the same escalating prices. The question is which is the less likely to delay costs and which is more flexible rather than inflexible and it seems the Board is looking at less flexible alternatives and alternatives that are more likely to increase the cost rather than alternatives with greater possibilities and alternatives in which cost increases are not as great. 

Resident Comment

Wanted to share that many years ago he fought fires for two summers and that fifty miles of fire is frightening. When he looks at this dam he thinks of three things that really impact this community. 1) Needing water availability during water shortage times and 2) Access to water that is quick and 3) Available in abundance when you have fire. This community is arguing over $10 million versus $8 million. There are over 850 homes in this community and the average home price is $700,000 to $800,000. That is 12 to 15 homes have to be lost in a fire to pay for that dam.  The District needs to pull their heads out of sand and get this project done and completed. He feels they are headed for dryer times and are challenged to protect the community. 

Resident Question

Resident said if Mr. Jamieson looked at sites that were earthen dams, why didn’t he choose to present those as options. Chair McNab said one site was on Cold Springs Gulch, but was considered unpermitable by the people who told us we couldn’t get a permit from the Army Corps of Engineers. Mr. Jamieson said there were wetland issues, permitting issues, and land acquisition issues all of those things are provided when trying to make a decision on a site. Going back to invent wheel now will cost more time and money. The costs of earth dams are going up as well. Earth dams also have concrete and steel features in them as well. 

Resident Comment

Who of you in 2003 at the time the bonds were issued knew that gas would go up from $1.25 to $2.50 a gallon? How many knew that the Chinese economy would grow at the rate it is growing? That is one the main reasons we have a concrete shortage. Who knew that Katrina was going to happen? Nobody. So maybe last November the engineer could have said maybe you are going to have to spend a little more, what good would it have done? The bond issue was over. You have money so lets get a dam built.

Resident Comment

Troubled by the fact that concrete is taking the blame for all the costs here. Basically, if you separate concrete and fuel from the bids and get the proposals dissected you have some inflation component risk. If you pick, Option 5 you don’t have a clue based on what has been said here what the risk is or what the concrete price is. He asked Mr. Jamieson if he prepared a matrix comparing his estimate with the estimates of the line items that were bid on by the contractors?  Mr. Jamieson said yes. Chair McNab said he would like to see that.  Mr. Jamieson said regarding the question of risk and given what is going on now, the District needs to have a different type of construction contractor and that is why he suggested getting a contractor partner involved to work at locking in prices and that takes the risks out. 

Director O’Dell asked Attorney Beaton if the District could legally do that? Attorney Beaton said yes others have and requested proposals from contractor engineering firms to accomplish that. 

Resident Comment

The same goal that is to get the best quality water we can for the money we have. He is sold on the 125 acre-feet and thinks the Board has done a great job of selling him on that. If what he is hearing is that it no longer fits the budget it would seem like the Board needs to look at what would fit into the budget and still come up with the 125 acre-feet. He was told that 125 acre-feet is minimum and now trying to fit it into the dollars that are left. The Board needs to readdress getting value for the dollar.

Resident Comment/Question

Very much wants a reservoir for Genesee and also wants 125-acre feet because he looked at the studies and knows about drought. The District received bids from contractors that are running scared so we have a huge inflated price and now is the idea we would negotiate with scared contractors in order to do a value engineering study to trim the quantity down so that the District can afford it. A value engineering study is what you do when the feasibility work isn’t done up front. So now it is done at the end and called value engineering. 

The Board went down this path because they had certain criteria that restricted the engineer’s thinking. The first one was you didn’t want to have any environmental review so you had to find a site with no water running through it because you didn’t want to go through the 404 permitting process. Second, you didn’t want any challenges to your flow diversion water rights because you didn’t want the reservoir outside the section you are currently diverting in so it had to be close to the treatment plant and also because it would make things easier for operations. So that limited the engineer to a small set of alternatives to look at. 

Bids came in one and one half times cost per acre-foot and options are from $150,000 per acre-foot to $250,000 per acre-foot. That is embarrassing to him as a water engineer. Usually, it is $5,000 to $10,000 per acre-foot. This is inefficient and not a good project and should be a big red flag. He asked the Board to back up and look at more alternatives. A few conversations were made and that’s all with Evergreen and Morrison. No one sat down and talked about a regional approach to this water supply problem, they need water too. He asked the Board to back off of those three criteria and take more time even though every one is in a hurry to spend the money and build the dam. Need to look at those sites higher in the basin. There are thousands of communities in Colorado that have reservoirs upstream and transportation losses are calculated into the size of dam. It’s done all time. 

Resident Comment

It would be useful for the Board to state whether or not one of the assumptions and objectives of this project was to fight fires.  If it is something then thinks it should be addressed at a public meeting. Then it becomes a discrete and separable factor, which can be addressed. He always understood it not to be a factor and views its indication now as questionable. If the Board went into this without it being one of the objectives then it needs to state that. He said he didn’t see that in any materials he read in 2003-2004.

Resident Comment/Question

The Board is in a situation now that is embarrassing and the economics of refunding the bond is not all that bad. What is the objective ten years from now?  Is it the 125 acre-feet or is it spending a million bucks? What is the best solution? If you are examining other sites and forgetting the sub costs all sites should be looked at by not selling one water tap and what is the cost of those sites just flat out plain with no water tap issue and no other baggage. Are you trying to spend $6 million or are you trying to figure how to come up with 125 acre-feet of water?  What is the bottom line 30 years from now? He said he has never seen any numbers going on the Ralston site without the taps. Chair McNab said the estimate the Board used when deciding among sites did exactly that. 

Resident Question

Are there any aquifers in the streambed? Chair McNab said there are no exploitable aquifers for Genesee. Genesee has two wells by Bandimere racetrack, which can be used for augmentation water.

Resident Comment

Before the Board goes through with a value-engineering contractor she advocates getting another engineer to look at the project design and property. That happens frequently for this kind of project. Get a third opinion.

Resident Comment

Supports having as much water as possible for fighting fires, as close as possible, and as soon as possible. 

Resident Question

Is there any reason a fire hydrant can’t be put in by the Water Treatment Plant? Chair McNab said his understanding is that right now the dam would have been gravity flowed through the hydrant. Now there is not gravity flow out of the Water Plant to where a hydrant would be. Manager Jones said the only volume to feed a fire hydrant down at the treatment plant now would just be the volume in the pipeline from the base pump station up to the Solitude reservoir. The other problem is with a hydrant down there is that it is 225 pounds of static pressure, which is not very safe. 

Resident Comment

In the bid documents it stated that you going to increase the gallons per minute flow to the contractors during construction. Manager Jones said they are going to set up a temporary means to give them construction water. Genesee could give them 50 gallons per minute and a typical hydrant is rated at 1600 gallons per minute. 

BOARD DISCUSSION

Chair McNab said he heard are several alternatives:

· Review engineering

· Building the dam as big as we can now

· Mixed use of storage and treatment. Doing something smaller for storage and using some of the bond funds for treatment

· Start over

· Quit and refund the bonds 

· Ask for more money

Chair McNab said regarding the engineering review if the Board decides on going with the biggest dam now it may create some timing issues, but thinks that is a viable option. To have someone take a look at where we are now, what we have done, why we are where we are, and make sure there hasn’t been something overlooked. He said he didn’t’ regret choosing Steve Jamieson and his firm and that it was the right decision at the right time, but when the District is in this position it has to look at its decisions and ask is there something that should be changed. 

Director Strand said first, to do nothing was not appropriate. Second, not keen on earth filled dams from recent experience going on in Hawaii and Pennsylvania. The failure rate is large. He didn’t see any new data that will affect a new site for the Board to look at. Third, seek additional funding. The value per homeowner basis is there, but didn’t think the community can put more money up for this. Does the Board continue with a scaled down project? It looks like we may get a 60% or 70% target. 

Director Strand said six Colorado River basin tech groups are due to submit a report in August. They are trying to develop 200,000 acre-feet of storage in this state. Their projection of cost of that storage facility will probably approach $100,000 per acre-foot. Genesee is not the only one dealing with high costs. A scaled down project will delay the project at the very most 90 days. During that period using the scaled down project the value engineering approach is right, but would want to see a peer group or added engineer to the process. He would like for Steve Jamieson to stay involved, but a fresh look would bring some benefit and comfort. The dam should be built with the thought that future boards and generations could add to it. Whatever it is, bring in the value engineering process and spend the $50,000. 

Director Strand said incremental storage and enhanced filtration alternate and the whole idea of making a biosphere out of Genesee is intriguing. Something to look at is Genesee being able to recycle its flow through a membrane filtration system and still have some amount of storage. His rough estimates regarding the bids are, cement and energy is a $1.5 million issue; the restrictions on hauling and blasting, and work restrictions are less than $1.5 million; overhead, profit and volatility that has been built in the bids account for other $1.5 million. In summary, reengineering is fine if the Board proceeds with the project on a reduced basis, but need to bring in a fresh face for a peer review. The Board needs to reject the bids that were tendered as all be non- responsive because of price and put out a new RFP to see if anyone is interested in going though a value engineering process. He said he doesn’t consider the Ralston site to be mutually exclusive. It is not part of our jurisdiction and the more storage the better.

Director Mefford said from his standpoint the completely start over concept would be eliminated initially. Quitting is not the way to go because the District needs storage. It is important to rethink options and open it up to a variety of different approaches. The Board hasn’t fully thought through these yet. Water quality is important and has always been a significant part of this project. With 125 acre-feet of storage the District is able to take in cleaner water early in the year when there are higher flows in the stream and be able to store that water so that it can be used during periods when the stream was more effluent dominated late in the year. He favors the 125-acre feet if that’s possible, if not, in order to maintain water quality the Board needs to reserve some funds for the membrane filtration or some similar system and run that together with a smaller reservoir. He would like to reserve enough money to do the treatment and then build the biggest dam they can with the money that is left over. 

Director O’Dell said he was not sure how he feels regarding the options presented tonight. Refunding the bonds doesn’t make any sense at all, even if delayed for year or two there won’t be a negative arbitrage. He likes having more storage rather than less, but recognizes if they don’t have 125 acre-feet the District will need to do something about membrane filtration.

Director Collins said one of the decision points was the value of water rights and the price of $100,000 per acre-foot others are paying is roughly what this project would be at $12.5 million for a 125 acre-foot structure. Is it worth going back to the voters and see if they are willing to continue to make that investment? He doesn’t think so. When bids came back he said he was in a state of shock and got the impression that other Board members were also. He said that a civil project in Arizona had an $18 million engineering estimate and bids came in at $27 million about 50% higher and those engineering estimates had been grossly escalated before going out for bid.  

Director Collins said the Board needs to dust themselves off.  This happens in construction projects, but to decide on what to do next. Do we give the money back? Ask for more money? Or look for more innovative approaches? Maybe a small reservoir at the current site combined with getting the water that it has in reservoir number one down to the water treatment plant combined with the membrane filtration might be best combination of things to do. Overall, getting higher quality of water along with a little more efficiency built into our system, a three-legged approach. First, what we have now is a good site. Second, look at pipeline. Third, put membrane filtration in the five-year forecast. 

Chair McNab said the bids represented uncertainty on the part of the contractors. They know prices are higher, but not one of them will guarantee a price. He doesn’t think the Board should quit because the reasons for storage have not gone away and things are probably going to get worse before they get better.  He said the rationale for not choosing other locations still exist.  He is not comfortable in waiting to get someone else to come along and help. They tried and no response. Reviewing the engineer is something the Board needs to do. The Board owes it to the District to do this inexpensively.  Solving the storage problem is first before considering the alternative of mixing the use of treatment and storage. 

Chair McNab asked Mr. Jamieson how to hire someone to review his work. How to go about it, how much would it cost, and how long would it take. Mr. Jamieson said he had no problem with a peer review and welcomed a second opinion. Mr. Jamieson suggested getting someone that knows dams and make it clear to them that by doing a peer review they are not involved with any other plan design or construction because there are people who will come in for their own gain and try to get involved and take over things. It may take a few weeks and approximately $10,000. 

Director Strand said if the Board has a peer review it will need to have a written scope of work.  Director Mefford said he has some experience with peer reviews and that it is a good process and worthwhile. Explicitly write down what we expect them to peer review. 

Chair McNab asked the audience about the low bidder’s proposal, “Award us the contract and we will sit down and work something out.” Chair McNab said his sense from other Board members is that no one wants to do that.  The Board has the time issue and time is money and costs do go up. The Board will put together a scope to evaluate two things: What happened and an evaluation based on materials given, and the feasibility and rationale of the options that Mr. Jamieson presented tonight to get another view.

Director Mefford said he was not interested in finding out what happened, but expects two things, to look at this and see if there are other alternatives that have not been considered and the second point is the Board needs to build some additional credibility. A third engineer to look at this does that. It may be that the peer group comes back and says that Wheeler’s work is credible and appropriate. Director Strand suggested setting up a subcommittee to look into the peer review process and to write a scope of work. Director Mefford said for the subcommittee to put together a scope and talk to a few engineers and see what it will cost and then go back to Board and say here is the option and this is what it going to cost. The Board can choose to do it or not. Attorney Beaton suggested holding a special Board meeting if necessary.

Directors Mefford and Collins will be the peer review subcommittee.

ELECTION UPDATE – Debbie Schrimp, Designated Election Official

Ms. Schrimp gave the Board the results of the protest hearing held on March 7 noting that Mr. Carl Janicek was rejected as a candidate for the May 2, 2006 ballot. On March 13, 2006, she said she received a petition from Jefferson County for a judicial review regarding her decision. She said the Department of Local Government and the Secretary of State told her to continue with the election process, which includes printing ballots without Mr. Janicek’s name. 

MINUTES

Thereupon, motion made by Director O’Dell and seconded by Director Strand, the March 28, 2006 minutes were approved as submitted. The motion passed unanimously. 

LEGAL REPORT

Statements of Opposition filed in Case Nos. 2000CW23 & 2000CW25

Attorney Beaton asked the Board for ratification of filing statements of opposition in case numbers 2000CW23 and 2000CW25.  

Thereupon, motion made by Director O’Dell and seconded by Director Collins, the Genesee Water & Sanitation District Board of Directors agreed to conditionally approve case numbers 2000CW23 & 2000CW25 subject to circulation of the proposed decrees to interested Board members to the extent that if there are any concerns that are raised it will be taken up at next month’s Board meeting. The motion passed unanimously.

EXECUTIVE SESSION – Attorney Timothy Beaton

Director O’Dell MOVED TO GO INTO EXECUTIVE SESSION for the purpose of receiving legal advice on specific legal questions, including matters posing potential litigation, under C.R.S. 24-6-402(4)(b). The motion was seconded by Director Strand, and passed unanimously.
Director O’Dell MOVED TO CLOSE THE EXECUTIVE SESSION and return to the regular open meeting. The motion was seconded by Director Strand, and passed unanimously.

OLD BUSINESS

There was no old business.

NEW BUSINESS

There was no new business.

ADJOURNED

There being no further business and upon motion duly made, seconded and unanimously carried, the meeting was adjourned.

S. Scott Jones, Secretary of the Meeting

Stewart McNab, President

Christopher O’Dell, 1st Vice President

Bruce Strand, Vice President

Timothy Collins, Secretary/Treasurer

Scott Mefford, Vice President

Certification of Executive Session for the purpose of receiving legal advice on specific legal questions, including matters posing potential litigation regarding the reservoir site determination under 

C.R.S. 24-6-402(4)(b)

March 28, 2006

District Attorney Beaton hereby certifies that the discussion, which has taken place in executive session, relates exclusively to matters of attorney/client privileges and is therefore deemed privileged and confidential and is not subject to the recording as required by Colorado Open Meetings and Records Law.

Timothy Beaton, District Attorney

Stewart McNab, President

Genesee Water & Sanitation Board of Directors
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