AGENDA

I.

II.

III.

IV.
V.

Board of Directors Meeting
Monday, February 28, 2022, at 6:00 p.m.
7404 Yorkshire Drive, Castle Pines, CO 80108
CPNMD residents are welcome to Zoom in or participate in person.
To Zoom in, please sign up before 12:00 noon on the day of the board meeting and
follow the step-by-step instructions at cpnmd.org/cpnmd-zoom-meeting-sign-up.
Welcome. Call meeting to order. Pledge of Allegiance.

Roll call. Determination of quorum. Disclosure of potential conflicts.
Consider approving February 28, 2022, board meeting agenda.
Consider approving January 24, 2022, board meeting minutes.

Termination of Inclusion with Parker Water & Sanitation District (PWSD)
A. What happened?
B. What we are doing to secure our community's renewable water future wisely
and at less cost.
C. What customers can reasonably expect moving forward.
D. Jacobs engineering firm’s condition-assessment report (the basis for CPNMD's
May 4, 2021, voter-approved Inclusion with PWSD) versus Hazen engineering
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firm’s condition-assessment report, which PWSD commissioned after the
August 5, 2021 bid opening on the sale of CPNMD's northern Colorado water
rights and first emailed to CPNMD on February 18, 2022.

E. PWSD's eight Inclusion demands based on December 9, 2021, Inclusion
update at PWSD board meeting — six months after the voter-approved
Inclusion and 25 days before the voter-approved Inclusion date of Monday,
January 3, 2022.

1. PWSD's surprise demand that CPNMD pay an additional $11,032,778
(Hazen) more than the mutually agreed upon, voter-approved $34.8
million Inclusion fee (Jacobs). See Unanticipated Items worksheet handdelivered to CPNMD on November 21, 2021.
(Finance Director Amanda Castle)
2. Negotiating consent decree with the Colorado Department of Public
Health & Environment. (General Counsel Kim Seter)

3. City of Brighton's water rights lawsuit. (General Counsel Kim Seter)

4. Separating jointly-owned, 1980s-era groundwater rights between
CPNMD and its southern neighbor, Castle Pines Metro District in The
Village. (General Counsel Kim Seter)

5. Renewing water wheeling agreement with Centennial Water & Sanitation
District. (District Manager Jim Worley)
6. Securing Chatfield Reservoir storage-fee waivers.
(District Manager Jim Worley)

7. Recording decades-old water & wastewater infrastructure easements
and property rights conveyances CPNMD inherited from previous
administrations. (General Counsel Kim Seter).

VI.
VII.

8. Rehabbing CPNMD's water wells and water treatment plant.
(Distribution & Collections Systems Foreman Nathan Travis)

First public comment period for PWSD Inclusion-specific comments only (threeminute maximum per person).
Open Space Manager's report.
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A. CPNMD's damage claim re: northern Monarch Blvd rights-of-way and
associated City's utility relocation.
VIII.
IX.

B. Fire mitigation planning/coordinating.

Distribution & Collections Systems Foreman's report.
A. Odor resolution in Forest Park & Castle Point neighborhoods.

Finance Director's report.
A. Since 2019, CPNMD’s cost to date for Inclusion based on 50/50 cost share with
PWSD is $498,889.55.

B. CPNMD’s cost to date for water main replacement, relocation, and upgrades:
$639,495.22.

C. CPNMD’s cost to date for water treatment plant upgrades: $1,184,330.77.

D. Consider approving financial report, payables, and claims for payment,
including check nos. 26681 to 26744 (January 15, 2022 – February 18, 2022).
Approve

General Fund & Debt Service

$

Ratify

59,970.33

Enterprise Funds

$ 232,623.69

Electronic Payments (all funds)

—

Total Expenditures

—

X.
XI.

XII.

XIII.

XIV.

$

Totals

35,507.25

$

95,477.58

$ 200,405.31

$ 433,029.00

$

84,198.92

$

84,198.92

—

$

612,705.50

Legal Counsel's report.
A. Demand letter to Castle Valley developer re: Lagae lift station.

District Manager's report.
A. CPNMD's installation of new pickleball courts at Coyote Ridge Park.
B. CPNMD's Notice of Damages Claims re: Monarch Blvd rights-of-way and City's
utility relocation.
Directors' matters.

Second public comment period (three-minute maximum per person).
Adjourn.

CPNMD's next regular monthly meeting is scheduled for Monday, March 21, 2022.
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PWSD/CPNMD Inclusion-Termination Update
(February 25, 2022)

What happened?
Folks, from CPNMD's perspective, PWSD's Inclusion termination is primarily about
PWSD's demand for more money. What follows is the backstory:

 After three years of Inclusion-related work and due diligence, PWSD and CPNMD
staff/consultant teams and boards approved the proposed Inclusion of CPNMD's
water and wastewater utilities with PWSD.
 On May 4, 2021, CPNMD voters approved the Inclusion.

 CPNMD owns water rights in northern Colorado, for which PWSD had no use or
desire. Inclusion Agreement Exhibit E specifically provides CPNMD's assets will be
sold to assist in paying off CPNMD's debt, including CPNMD's $34.8 million
Inclusion payment. Consequently, CPNMD put its northern Colorado water rights
out for bid.

 On August 5, 2021, CPNMD hosted a bid opening to sell its northern Colorado water
rights. Among the bidders were the cities of Aurora and Brighton. The bids came in
higher than expected.

 When PWSD realized the sale of CPNMD's northern Colorado water rights would
result in unexpected revenue for CPNMD customers, its finance director unilaterally
attempted to justify demanding an extra $11,032,778 'for unforeseen expenses'
from CPNMD customers. How?

 Immediately following the August 5, 2021 bid opening, PWSD set aside its own
engineering firm's (Jacobs) condition-assessment report on CPNMD's water and
wastewater utility infrastructure and systems, which was the basis for CPNMD's
May 4, 2021, voter-approved Inclusion. PWSD unilaterally commissioned a different
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engineering firm (Hazen) to prepare another condition-assessment report to justify
PWSD's claim for millions of dollars in additional cash (non-voter-approved) from
CPNMD's residents.

 PWSD used its Hazen report as a pretext for eight demands with which CPNMD
must comply before consummating the Inclusion.

 PWSD first emailed Hazen's condition-assessment report to CPNMD on February 18,
2022 — well after PWSD's notice of termination.

 In a mutually signed December 13, 2021, amendment to the Inclusion Agreement,
PWSD and CPNMD specifically 'pledged their commitment to work together to resolve
the conditions and additional concerns and to complete the Inclusion and transfer of
water and wastewater responsibilities as quickly as possible; but recognize additional
time is needed.' Inclusion termination was never contemplated or discussed.

 CPNMD offered PWSD, pending board approval, an additional $5 million in cash.

 PWSD continues demanding CPNMD residents pay an additional $6,032,778 in cash.

 To date, PWSD wants stakeholders and observers of the Inclusion process to believe
its decision to terminate the voter-approved Inclusion is based on CPNMD's inability
to deliver fully functional water and wastewater systems, failure to obtain funds to
pay the agreed-upon Inclusion fee, and failure to correct eight outstanding issues.
PWSD's assertion is patently false.
 First, as evidenced by CPNMD's on-demand utility services delivery,
CPNMD's water and wastewater systems are safe and reliable.

 Second, CPNMD's recent water and wastewater infrastructure
investments strengthen CPNMD's utility systems, service reliability, and
value.
 Third, PWSD was fully aware of CPNMD's intent to pay PWSD the $34.8
million Inclusion fee, plus an additional $5 million for unforeseen
expenses, at the conclusion of the City of Brighton's lawsuit, most likely
this June 2022.
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 Fourth, though PWSD delivered its eight outstanding issues (demands) to
CPNMD months after CPNMD voters approved the Inclusion and months
after the bid opening on the sale of CPNMD's northern Colorado water
rights, PWSD is aware CPNMD is working diligently and in good faith to
address PWSD's eight post facto demands.

 PWSD refuses to acknowledge its own internal problems that substantially
contribute to its Inclusion-termination decision. Those PWSD challenges include,
but are not limited to PWSD's internal staffing shortages, billing software issues,
and supply chain issues resulting in the substantial delay of AMI water meters for
customers of both jurisdictions.

 Senior PWSD officials recently signaled PWSD's intent to temporarily pause the
Inclusion until after the May 2022 board elections in both jurisdictions and until
after it secures financing for the construction of its new headquarters on Hess Road.

What is CPNMD doing to secure our community's renewable water future wisely and
at less cost?
 CPNMD remains steadfastly committed to securing the community's water future
wisely and at less cost than the voter-rejected plans of 2016 and 2018.
 Four years ago, CPNMD embarked on a mission to secure our community's
renewable water future wisely and at less cost. With renewed vigor, we will
continue pursuing that objective with other potential Inclusion partners.

 CPNMD is reviewing next steps with PWSD, Douglas County, Aurora Water, Denver
Water, The Village, Centennial Water & Sanitation District, and other potential water
and wastewater utility Inclusion partners.
 If and when PWSD wishes to revisit the Inclusion, CPNMD stands ready and willing
to work, in good faith, toward an expedited Inclusion.

 Given the reliability of CPNMD's water wells, InterConnect pipeline, and relationship
with Centennial Water & Sanitation District, CPNMD will continue serving as our
community's water and wastewater utility provider and fulfilling its fiduciary and
stewardship responsibilities to its residents, property owners, and customers.
_______________
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 By any objective standard, CPNMD's water and wastewater distribution systems are
in far better condition today than those it inherited four years ago from previous
administrations. CPNMD is now the beneficiary of two pre-Inclusion due diligence
reports (Jacobs and Hazen), both of which reveal a punch list of infrastructure
investments and operational enhancements, each of which CPNMD's
staff/consultant team is diligently working to complete or already has. That
translates into better, more reliable service for CPNMD customers and makes
CPNMD's customers even more desirable Inclusion partners for the right district.

What can customers reasonably expect moving forward?
Until we find — and voters approve — the right Inclusion partner, CPNMD will continue
fulfilling its fiduciary and stewardship responsibilities to its residents, property owners,
and customers. In the meantime:

 CPNMD is diligently reviewing its Inclusion options and will notify customers when
it better understands options, details, and timing.

 CPNMD welcomes PWSD back to the negotiating table if and when PWSD:

 is ready, willing, and able to work with CPNMD in good faith; and

 when its negotiating posture acknowledges CPNMD's cash offer and
customer base constitute a community most districts would be pleased to
acquire.

 In addition to enhanced infrastructure and service reliability, CPNMD customers
will continue, for the duration of 2022, benefiting from the lowest property tax rates
CPNMD has had in decades (17% property tax-rate reduction from 19 mils down to
15.79 mils) and no cost-of-service rate increases from 2021, and the at least
temporary elimination of the CPNMD's $15 Renewable Water Investment fee from
each monthly water bill.

 Consistent with its fiduciary and stewardship responsibilities, CPNMD annually
considers cost-of-service rate and fee adjustments and will do so for fiscal year 2023
beginning this fall.

_______________
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PWSD's Eight Inclusion Demands
The following eight PWSD Inclusion demands of CPNMD are based on PWSD staff's
Inclusion update at the December 9, 2021 PWSD board meeting — six months after the
voter-approved Inclusion and 25 days before the voter-approved Inclusion date of Monday,
January 3, 2022.
1.

2.

3.

PWSD's surprise demand that CPNMD pay an additional $11,032,778 (Hazen) more
than the mutually agreed upon, voter-approved $34.8 million Inclusion fee (Jacobs).
See explanation above.

Negotiating consent decree with the Colorado Department of Public Health &
Environment.
Final draft distributed. Awaiting final PWSD Inclusion date.

City of Brighton's water rights lawsuit.

 CPNMD owns water rights in northern Colorado. The City of Aurora
submitted a bid package of $865,500 higher than the City of Brighton's
bid. The City of Aurora's high-bid package, combined with fiduciary and
stewardship responsibilities CPNMD has to its in-district customers,
prompted the CPNMD board to award its water rights to the City of Aurora,
thereby providing CPNMD's property owners and residents with the highest
possible return on investment and an additional $865,500 to CPNMD's
coffers. The City of Brighton was unhappy with the outcome and filed a
lawsuit contesting CPNMD's decision.

 Counsel and other knowledgeable water law and litigation observers are
confident CPNMD and the City of Aurora (CPNMD's co-litigant) will prevail in
court. However, the lawsuit may drag on until June, thereby tying up waterright proceeds CPNMD needs to assist in paying off its debt, including the
$39.4 million Inclusion fee. Counsel expects a final resolution of the City of
Brighton's lawsuit in June 2022.

 Because PWSD chose to terminate the Inclusion, CPNMD may exercise its
right to terminate the sale of its northern Colorado water rights, thereby
allowing those water rights to continue increasing in value.
_______________
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4.

Separating jointly-owned, 1980s-era groundwater rights between CPNMD and its
southern neighbor, Castle Pines Metro District in The Village.

An agreement between CPNMD and CPMD (The Village) is necessary
concerning the use of the jointly owned water to resolve PWSD's concern.
While CPNMD and CPMD (The Village) legally own the water rights on a
50/50 basis, the parameters for using said water rights were undefined in the
original acquisition and ownership documents. Counsel is confident of final
resolution within 90 days.

5.

Renewing water wheeling agreement with Centennial Water & Sanitation District.

6.

Securing Chatfield Reservoir storage-fee waivers.

7.

Recording decades-old water & wastewater infrastructure easements and property
rights conveyances CPNMD inherited from previous administrations.

8.

The agreement has been drafted and awaits the final PWSD's Inclusion date.
The Centennial Water & Sanitation District board was scheduled to consider
the agreement in December 2021, but because of PWSD's Inclusion delay,
Centennial Water & Sanitation District intends to reschedule the agreement
for consideration upon receiving a final PWSD Inclusion date.
Five of nine owners have signed the waiver. The remaining four are on hold,
awaiting a final PWSD Inclusion date.

Counsel has developed a process for determining easements and other rights
previous administrations failed to record and including them in CPNMD's
mapping system. Though the process is labor-intensive and time-consuming,
nothing is difficult about it. In no way does the process affect CPNMD's use or
ownership of any of its infrastructure, facilities, equipment, or legal rights.
Counsel anticipates completing this process in June 2022.

Rehabbing CPNMD's water wells and water treatment plant

 Eight of CPNMD's ten water wells have been recently rehabbed. Rehab on the
remaining two will be finished in March 2022.
 CPNMD's water treatment plant upgrades are well underway and will be
finished in April 2022.
_______________
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FIRST AMENDMENT
TO

INCLUSION AGREEMENT

This First Amendment to Inclusion Agreement entered into between Castle Pines North
Metropolitan District and Castle Pines North Metropolitan District acting by and through its
Water Activity Enterprise and its Wastewater Activity Enterprise (“CPN”) and Parker Water
& Sanitation District (“PWSD”).
RECITALS

A.

CPN is a quasi-municipal corporation and political subdivision of the State of Colorado

that provides water, sewer, park and recreation facilities and services within its boundaries.
B.

PWSD is a quasi-municipal corporation and political subdivision of the State of Colorado

providing water and sanitary sewer services.
C.

The PWSD and CPN Boards of Directors determined there are benefits to their residents

and taxpayers to include the CPN Boundary within the PWSD boundaries and to also provide
water and sanitary sewer services to CPN’s Extraterritorial Service Area.
D.

The residents, taxpayers and voters of CPN approved inclusion into PWSD at the May 4,

2021 election.

E.

Accordingly, the Parties entered into an Inclusion Agreement effective February 11, 2021

(the “Inclusion Agreement”). All capitalized terms herein are defined in the Inclusion Agreement.
F.

Section I. A. of the Inclusion Agreement stated the desire of the parties to complete the

inclusion on January 3, 2022 upon satisfaction of the conditions contained in paragraphs I.A.l
through 6 (the “Conditions”).
G.

Some of the Conditions are unlikely to be satisfied by January 3, 2022 and new concerns

have arisen in preparation for the consummation of the closing including, but not limited to:
1.

Several violations of CPN’s CDPHE permit and rules and regulations have

occurred and PWSD requires the entry of a consent decree against CPN in order to
avoid any future liability for the occurrences (the “Consent Decree”); and,
2.

Several CPN water wells and its treatment plant are in process of annual repairs

and upgrades which have been slowed by supply chain issues and the
COVID-19 pandemic (the “Well Concerns”); and,
3.

Contingencies on the right to assign the Water Provider Agreement for use of water
storage in the Chatfield Reservoir have been satisfied but, there is concern over a
fee required to be paid to other Members of the project for which waivers have not
yet been obtained (the “Chatfield Fee”).
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The City ofBrighton has filed suit against CPN claiming that Brighton was the high

4.

bidder for certain water rights which were awarded to the City of Aurora. The

lawsuit will delay receipt of funds into 2022 that were going to be used, in part, to
pay the Inclusion Fee on January 3 (the “Brighton Suit”).
There are numerous property rights held by CPN, including fee simple ownerships

5.

and easements that have not been fully determined and are not ready for conveyance
to PWSD as part of the sanitary sewer system (the “Property Interests”).

(the “Additional Concerns”).

H.

The parties have pledged their commitment to work together to resolve the Conditions and

Additional Concerns and to complete the inclusion and transfer of water and wastewater

responsibilities as quickly as possible; but recognize that additional time is needed.
WHEREFORE, the Parties have entered into this First Amendment to Inclusion
Agreement.
AMENDMENT

The Parties hereby amend the Inclusion Agreement as follows.
I.

Paragraph I. A. - Agreement to Include/Election is stricken and replaced with the

following:

A.

Agreement to Include. The voters approved inclusion of CPN into the

boundaries ofPWSDfor the purposes stated herein at the May 4, 2021 election.
PWSD will include the CPN Boundary within the PWSD Boundary effective on or

before 45 days after satisfaction ofthefollowing conditions (the "Inclusion
Date"):
II.

In the event any provision of the Inclusion Agreement is contrary to or in derogation of

this First Amendment, the language of this First Amendment shall prevail and guide
interpretation of the language of the Inclusion Agreement.
III.

This First Amendment is not intended to delete or otherwise amend any other provision

of the Inclusion Agreement.
IV.

This First Amendment is effective upon execution by both Parties on or before January 3,

2022.
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Castle Pines .North Metropolitan District

President

C

Date:

Attest:

Secretary

Date of Board Approval:
Approved as to Form:

Kim J. Seter/Co Atty No. 14294

/ Attorney for the District

Parker Water and Sanitation District

I

K-A

Ron R. Redd, P.E., District Manager
Attest:

1
Date of Board Approval:
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