











Comment Report
63-31966

1. scurtis 7/29/2004 Legal Notice Remarks _
Comment; Proposed use is for an unincorporated planned community in portions of
Ada, Boise and Gem counties aka Spring Valley Ranch located between Shadow
Valley Golf Course and Horseshoe Bend Hill along both sides of Hwy 55. Municipal
use is for this service area of about 9 square miles. Water bearing zone to be
appropriated from 2 existing and 5 proposed wells is from 50 to 500 feet. Applicant
agrees to mitigate consumptive use in the future as needed.

2. slester 7/29/2004 Comment/Analysis

Comment: Two existing wells per tags D29075 and D30890 at $200 paid per well
drilling permit. Five other wells are proposed. All P/D are in Ada County but P/U is in
Ada, Boise & Gem counties. Use application map to define municipal service area.
Application can be processed but a decision cannot be issued until applicant shows it
is a municipal provider (intent is not enough).

3. slester 2/17/2005 Comment/Analysis

Comment: Municipal provider issue in 7/29/04 Comment was overstated. Current
information confirms dept. decision can be made using appropriate condition of
approval to document municipal provider status at a later date. Also, acceptable to
upgrade 2 exempted wells noted in prior comment. Applicant conducted drilling and
testing under an MOU approved by IDWR administration. Activities were completed to
IDWR satisfaction. :

4. kwalker 3/3/2005 Permit Review

Comment: Application does not fall within any problem areas except B63 processing
delay area - municipal rights exempt. Found ‘several place of use overlaps on existing
SRBA claims based on statutory claims which are for irrigation, domestic and
stockwater purposes. Applicant is qualified to do business in the State of idaho and
has been in contact with IDEQ so no need to require additional information. Applicant
submitted large diversion information. Recommend approval as described by region.

Dépértment of Water Resources.
" PROTESTANT'S
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MEMORANDUM

Departm:gto Qrfé\f\si?t:& _‘Fiessources
TO: File Exhibit —’—wﬁ,”
FROM: Steve Lester % Date drmitted D AN
DATE:. February 15, 2005
RE: SunCor Idaho LLC Application 63-31966 Conditions of Approval

The proposal is summarized by the applicant’s remarks, the legal notice, database
comments and the attached summary for this planned community. north of Eagle along
Hwy 55. Both protests were withdrawn. A request to intervene was denied on 1/6/2005.
The application can be approved.

As noted in the attached notes, the applicant provided sufficient information in response
to IDWR’s 8/6/2004 letter. See the consultant’s reply received on 10/5/2004. The file
information indicates the application proposes a regular municipal right, not one based on
RAFN. Based on the latest IDWR thinking, SunCor does not have to show that it already
is a municipal provider before this application can be approved - an appropriate condition
of approval can cover this. :

A companion application proposes additional water referenced in the consultant’s
10/5/2004 information. Application 63-32061 will be processed soon.

It seems odd that an entity might be approved to divert up to 10 cfs (sum of both SunCor -
filings) for an “instant town” in Basin 63 but that an individual could not obtain a new
water permit to irrigate one acre in the same area without mitigating that minor use.

However, Application 63-31966 is probably not the appropriate forum to rehash Basin 63
scenarios,

Proposed Condition of Approval for 63-31966
1. Apply standard conditions (well construction etc.) for municipal use.
2. Allow 5 years to file proof.
3. Use existing surface water rights first to the extent possible.
4, Water bearing zone of 50-500 feet.

5. P/U is the applicant’s service area aka Spring Valley Ranch, an unincorporated
planned community. :
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. Proposed condition about IPUC — see Jeff Peppersack’s 2/14/2005 email.
. Possible future mitigétion.
. Measuring devices for all P/D.

. Remains subject to annual measurement/reporting in the future.
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Regular not RAFN applications.

5 cfs each.

Assumes % afa/home, water conservation.
Treated waste water to Spring Valley Creek or to subsurface drainfield disposal.
Use existing surface water.

Seeking IPUC cert, ok per SO proposed condition: document IPUC certification by time
proof filed. '

63-31966
e 5/2004
e upto 7 wells in'P/U, 50-500 ft. water bearing zone
e requested additional info 8/2004 (as if large diversion)

e Scanlan reply 10/2004

1. OK - project plans, cost, finances, contacts with counties & IDEQ), assume
[PUC in process

2. water supply - pump 100 afa Sandy Hill aguifer, supplement with 150 afa
Spring Valley aquifer, covers D/500, Phase 1 = D/600-700, seek more
water

- 63-32061

o 1/2005

e upto 6 wells west of P/U, Big Guich Creek area, water bearing zone 200-1000 ft.,
prior info hints tributary to Payette River

e maybe aquifer recharge in P/U, divert out with 63-31966

o assume plans, cost, finances, contacts with counties, IDEQ & IPUC ok from 63-
31966

2 fhs
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1. advertise Ada, Boise & Gem Counties as in 63-31966

2. comment letters to protestants, Baldwin, IDEQ, IPUC

3. request from Scanlan:

water supply data P/D area

design/operation info to minimize injury

tributary to Payette or Boise

clarify P/D SENE Sec. 23 (map = SWNE)

request to process form

wr processing/suncor appls

SL 2/15/05
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Lester, Steve

- From: Peppersack, Jeff
Sent: Monday, February 14, 2005 10:44 AM
To: Lester, Steve
Subject; RE: SunCor Application 63-31966 municipal provider status
Steve, -

if they are truly intending to quahfy as a municipal provider for a corp. or assoc. holdmg a franchise (like United Water)
under 42-202B(5b), then we may be able to approach this in a way similar to what we've done for others seeking to qualify
as a public water supply regulated by DEQ under 42-202B(5c). See condition 134, we allow public water supplies
regulated by DEQ to submit evidence at the time proof is submitted. Prior to issuing the permit, we require something
from them to show that they have been in contact with DEQ and that they are pursuing proper regulation by DEQ. See
attached memo for more details.

| spoke with Rick Sterling at IPUC and he said certification would be required prior to distributing and charging for water if
they are a "for profit" company. He was somewhat familiar with this development and understands that they plan to be a
company regulated by IPUC. if SunCor can provide something to show they are pursuing cerfification by IPUC, | think we
can issue a permit with a condition requiring that they provide evidence of certification at the time proof is submitted. |
suppose we could require the same prior to diversion, but we haven't done that for the DEQ public water supply
developments.

i

2005021410330534
2,pdf

Jeff

Here's the text of 134

Prior 1o or in connection with the proof of beneficial use statemant to be submitted for municipal water use under this right, the right helder shall
provide the department with documentation showing that the water supply system is being regulated by the ldaho Department of Environmental
Quality as a public water supply and that it has been issued a public water supply number.

Proposed for IPUC :
Prior to or in connection with the proof of bensficial use staternent to be submitted for municipal water use under this right, the right holder shall
provide the department with documaentation showing that the water supply system is being regulated by the Idaho Public Utilities Commission.

--==-0riglnal Messaga-----

From: Lester, Steve

Sent: Monday, February 14, 2005 8 49 AM

To: Peppersack, Jeff

Subject: SunCor Application 63-31966 municipal provider status

Jeff:

This application is for the large planned community proposed north of Eagle along Hwy 55. We discussed it tast
summer. The development company seeks a municipal permit & stated its inient to secure necessary approval from
IPUC.

Where you & | left it was that it's okay to process but could not issue a decision until the applicant confirmed it is a
municipal provider - intent & steps along the way to becoming a verified provider were not enough. My 8/6/04 letter to
the applicant summarized this: * processmg would continue but an IDWR decision about the appllcatmn cannot be
issued until the applicant verifies thal it is a valid municipal provider under Idaho law."

Protests against the application were recently resolved. Scanlan is asking what's up. I'd like to teli him we will issué;é‘
decision once the applicant documents it is a valid municipal provider. { imagine Scanlan will come back with a request
for approval with a condition that prohibits diversion until the provider status is approved by IPUC and documented to

IDWR.
SunCor filed another application similar to the first one, not data entered yet. The same issue oceurs, | didn't want to

1 ils,
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send another letter about provic 7 tatus without checking with you again.

I'm not aware of anything that has changed since last summer. Do you still think SunCor needs to show it is a valid
provider before we can issue a decision?

Thanks.

Sieve



MEMORANDUM

DATE: Angust 15,2003 ,
¥ og/ﬁ%j
TOQ:  Jeff Peppersack and Glen Saxton -

-
FROM: Shelley W. Kecn@

RE: Application for Municipal Water Use

Northern region has been receiving a considerable number of applications for permit for
municipal use in multiple ownership subdivisions. Other regions have received a few similar
applications. The applications axe submitted as “municipal” use rather than “domestic” use
because the applicant purports to be a municipal provider under §42-202B(5)(c), Idaho Code,

which defines 2 municipal provider as:

A corporation or association which supplies water for municipal purposes through
a water system regnlated by the state of Idaho es a “nublic water supply” as
described in section 39-103(10), Idaho Code.

Developers, homeowners, 0t other individuals, who do not meet the requirement that a municipal
provider must be a corporation or association, have submitted a number of the applications. We
have handled this issue by asking the applicants to assign the application to an association or
corporation registered with the Secretaxy of State to do business in Idaho.

A slightly more complicated issue, however, is that Bob Haynes was told by IDEQ that it does

not necessaxily issue a pubic water supply number until after the project is built and is serving

water to the nsers. Therefore, it is not always possible for the water right applicants to provide

IDWR with a document stating that they are public water suppliers. Bob Haynes andI discussed

the matter, and we propose that a copy of correspondence from IDEQ showing that it has been

contacted sbout the proposed municipal water use and that it is asserting jurisdiction over the Cor 3
well site, engineering plans and specs, eic., should be sufficient to demonstrate that the applicant u
is being regulated as a public water supply, The permit could be issued with a condition that the T V3
permit holder must provide a document from IDEQ with the public water supply number when

submitting proof of beneficial use. The only possible drawback that we can see is that if the

proposed subdivision materializes in a smaller form than anticipated, resulting in IDEQ never

jssuing a public water supply number, then the permit may have to be amended to show domestic

use instead of municipal use. Is this approach acceptable fo you?

\\AOOﬁ\Usexs\SKeen\WWOSMm\icipal Provider Questions doc
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q : DEC 29 2004
tate of Idaho

WATER R
Western Region Office WESTEH%SSEJ(;%ENS
2735 Airport Way
Boise ID 83706 12/27/2004

Re: Water application #63-31966 {(SunCor Idaho LLC) 13,000 Homes!!!

Water Resources and State Of Idaho

We were unable to attend the meeting to address our concerns, regarding the above
application, at time of posting. Enclosed please find letters and maps written by
others that are also our view on the subject.

This very Jarge subdivision is very draining on our water resources. It is Naive to
think that digging wells for thousands of new homes is not going to affect the water
table. Eastern ldaho residents and farmers are going through nightmare conditions
due to this problem.

Where is the research to prove this will not happen here? We are extremely
concerned re the large number of wells already in place for this project. We agree
with the enclosed letter writers that something must be done to protect the existing
water rights of people long established in this area along with protecting the natural
resources.

To start addressing the problem 5 — 10 years down the road would be extremely
short sighted. We would appreciate all the information from you, regarding the
steps you are taking to correct and oversee this already existing problem, and any
ideas or plans on this subject.

Gemma Family Trust ( Jim and Janice Barsby)
2610 Connolly Lane
Boise ID 83714

CC: Senator Larry Craig 225 N 9™ Street
Boise ID 83702
Senator Mike Crapo 801 E Sherman Ste 178
Pocatello, ID 83201 '
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DEC 29 2004
To Whom It May Concern: Nov. 29,2004

WATER RESQURCES

WESTERN REGION
I am writing you concerning the water application for 5
Cubic feet per second of domestic water use by SunCor out
of Arizona. (Spring Valley Project)
They have drilled 12 wells up to this time from Hiway 55 to
almost Hiway 16 which comprises of watersheds from Dry
Creek & Little Willow Creek to the Big Gulch area, with
very little success, other then a 2,000 gpm. well they
drilled west of Hiway 55 in the Little Willow Creek
drainage
The 5CFS is over 3 Million gallons per day or over 90
Million gallons per month. This is suppose to handle their
first phase of approx. 750 homes. {according their
newspaper article they are projecting over 13,000 homes
over several decades?)
If they are going to need 17 times more water in the
future, it is my opinion according to the map I have
enclosed they will have a tremendous draw down on the
domestic and irrigation water wells from Dry Creek drainage
as well af any wells North of Floating Feather and West of
Hi Way 55 to almost Hiway 16.)Being the Little & Big Gulch)
Remember what happened around the Kuna and Meridian area -
where many owners had to deepen their existing wells
because of the water table that has been receding, as well
as the artesian flows around the Eagle area going down.
The City of Eagle has filed a protest on this application
and the time frame to protest has passed, but you can still
file a letter to intervene to the water resource board
about your concerns and they will keep you informed of this

application.

They {SunCor) needs to have long term tests on these
aquifers (1 to 2 years) in order to see what affect they do
have before they are issued any permits.

It is my understanding that if it is. approved, this
{domestic right) would have priority over permitted
irrigation wells because they feel domestic becomes a
priority over irrigation rights? (this may be subject to
mitigation?) You might want to get a direct answer from
Water resource on this issue?

I have enclosed a map of where they have drilled wells and
a copy of my letter to intervene concerning this
application. Take time to write the State Water Resource
board if you have any of the same concerns?

Tt Resouree®

e §\Waiet
Depa“‘“gggf STANT'S
Exnibit W

DaﬁaAm“NE.

Garth Baldwin (A concerned citizen)
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State of Idaho Nov. 15, 2004 DEC 2 9 2004
% Western Region Office :
2735 Airport Way | - VISR REGION.

Boise, Idaho 83706

REF: Water application #63-31966 (correcter letter sent 11/29/04)
(SunCor Idaho LLC) _

I was not aware & did not pick the above application out of the newspaper when it was
advertised, but have many concerns and would like to intervene concerning this
application & be kept informed of any decisions or public hearings or meetings that
might be held on this application.

1. It is my understanding according to the well logs that I received from your department
that they have drilled approx. 11 wells from East of Hi Way 55 & almost to HI Way 16
towards Emmett. Ranging from -0- water in some wells to 1 well west of Hiway 55 in
the Little Willow creek drainage North of Eagle that they tested for a very short pericd
of time of approx. 2,000 gallons per minute, (Most of the well logs range from -0- 100
gallons per minute, and from 80 feet to 1200 feet in depth.)

I feel that the State needs to look at the overall project which they say will have 13,000 . |
homes and the long term affect on what they are proposing and examine the overall use
of this project over several decades they said it would take to develop.

The tests on these wells before any permits are issued should be over a long period.
According to the water engineers that [ have visited with, no one knows the long term
affect or capabilities of this source because it has not been tested.

SunCors own water engineer studied the same formation of water North of this project
and stated long term capabilities is only about 50% of well pumping capacity. (I guess
whoever if paying the Piper is what the answer will be)

With the application for 5 cubic feet per second which is 2244 Gallons per minute times

60 minutes X 24 Hrs. per day is over 3 Million gallons per day which is over 96

_million gallons per months times 12 months. They are saying this would handle the 1%,
phase of approx. 700 homes. (?How much water will it take for 13,000 homes & the

commercial & the work campus they that they are proposing?)

1 am very concemed about the wells they are stating they are going to develop for first

phase and its affect to water and wells North of this project which are already drilled on

the Horsehoe Bend side of this source?

We do niot want another Hagerman Valley (Thousand Springs) fiasco over the long term.

Thank You for you consideration of Intervention.

Garth Baldwi
a mn.%f_; 4-*—4/'/

6050 Hi way 55, Horsehoe Bend, Idaho 83629

™~



v SP Water Eny..1eering, LLC
~ water resource consultants

RECEIVED
OCT 0 5 2004

WATER RESOURGCES
October 1, 2004 : WESTERN REGION

Steve Lester L i ter Resources

: + of Wa ,
Water Rights Supervisor \ Dapaﬁm‘f‘g‘o—r‘ ANT'S
Western Region Office
Idaho Department of Water Resources Exhipit— /[g—ﬁlL@—o"
2735 Airport Way Date Admitted oA

Boise, ID 83705
Subject: Application for Permit 63-31966 ~ SunCor idaho LLC
Dear Steve:

In response to your letter of August 6, 2004, | have enclosed the following documents to
address the five additional information items that were requested. :

1. Memo from Terry Scanlan to Steve Lester - “Availability of Water and
Potential Impacts of Water Supply Development Proposed Under Application
for Permit 63-31966" i

2. Memo from Terry Scanlan to Steve Lester - “Project Plans and Construction
Costs — Application for Permit 63-31966"

3. Consclidated Financial Statements for SunCor Development Company and
subsidiaries

4. Letter from Mike Wardle to Steve Lester documenting contacts with Ada,
Boise, and Gem Counties

5. Email from Charles Ariss documenting contacts with IDEQ.

In addition to the specific information requests addressed above, your letter indicated
that IDWR will be verifying that SunCor Idaho LLC qualifies as a valid municipal
provider. You should be aware that SunCor Development Company has formed a new
company called Hightand Water Company to operate the proposed municipal water
system. SunCor has met with Idaho Public Utilities Commission staff and
commissioners to discuss their intent to become a regulated public utility. The Company
anticipaies subimitting an application for certificate of convenience and necessity to
serve the project in November. Per the definition in Idaho Code 42-202B(5)(c) the
Company will be “A corporation or association which supplies water for municipal
purposes throu'gh a water system regulated by the State of Idaho as a “public water /99“.(
supply” as described in section 39-103(10) Idaho Code.” We feel confident that the '
proposed water system will meet this criterion.

600 East River Park Lane, Sulte 105 - Boise, ID 83706 - 208.383.4140 - fax 2D8.383.41566 - www.sﬁfwater.com )



Steve Lester -2~ October 1, 2004

Please contact me with any questions or if you need additional information.
Sincerely,
Terry M. Scanlan, P.E.

Cc: 8ob Taunton
Al Barker



- SP Water Eny.aeering, LLC
water resource consultants

Memo

To: Steve Lester, IDWR Western Reglon Water Right Supervisor
From: Terry Scanlan, P.E., P.G. “47‘( >(
Date:  September 30, 2004

Subject: Availability of Water and Potential Impacts of Water Supply Development
Proposed Under Application for Permit 63-31966 .

The first bullet item in your letter of August 6, 2004 regarding the above referenced
application for permit requests the following:

“Information to show that the quantity of water propused in the application
is available from the aquifer without causing injury fo other water right
holders.”

This memo (1) describes proposed water use under the Permit 63-31966, (2)
characterizes the source of the water supply, and (3} describes why the contemplated
water use will not cause injury to other water right holders.

PROPOSED WATER USE

Permit 63-31966 proposes groundwater withdrawals at a maximum diversion rate of 5
¢fs for municipal purposes to serve the core area of the Spring Valley Ranch property

. (Figure 1). The core area of the property is found on along the Highway 55 corridor.
The Ranch property extends for several miles to the east and west of core area.

The 5 cfs (2,244 gpm) diversion rate is a maximum pumping rate to be utilized for (1)
filling water storage reservoirs, (2) meeting fire flow demands during a fire, and (3)
meeting peak day water demands as the Spring Valley Ranch project builds out in the
future. One or more storage reservoirs will be needed because the 5 cfs maximum
diversion rate will be inadequate for both fire fiow and peak-hour demands. For
example, fire flow requirements for commercial structures may be 2,500 gpm or higher.
We therefore currently plan to install at least one 500,000 gallon tank for the first phase
of the project.

A maximum of seven well siteg are proposed by the Application for Permit. We
anticipate that two high capacity welis wili be constructed at the Sandy Hill Aquifer.
These wells probably will each be equipped with nominal 1,000 gpm pumps. Two of
three wells will probably tap the Spring Valley Aquifer. These wells will be equipped with
nominal 50 gpm pumps. The seven well sites proposed by the permit provide flexibility
for loeating wells.

§00 East Rivar Park Lane, Suite 105 - Baise, IB 837086 - 208.383.4140 - fax a08.383.41586 - www.spfwater.com



EXPLANATION
@ Exsting wells sites and spring

Spring Valley Ranch property

E: Application for parmit place of use
and parnt of core area

Additional core area

i:] Non-core area
Aquifers
2" gpring Valley aquifer

YR

Hillside Spring
ISURS!

F

Septamber 28, 2004
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Steve Lester -2- _ September 30, 2004

Water conservation will be an important theme for this development. The Applicant,
SunCor Development Company, has a proven record of developing low water use
residential projects in the southwestern states of Arizona and New Mexico. They plan to
utilize their water conservation experience in the design of the Spring Valley Ranch
Project. As a result, SunCor anticipates that annual water use for the development will
average less than 1/2 acre foot per home. To the maximum extent practical, SunCor witl
continue to use existing surface water irrigation rights appurtenant to the Spring Valley
Ranch property.

CHARACTERIZATION OF WATER SUPPLY SOURCES
Geology and Groundwater Occurrence in the Spring Vallgy Area

Groundwater occurrence within the Spring Valley property is conirolled by geology and
topography. In general, groundwater is found in permeable sedimentary aquifers and
fractured rock aquifers. Depth toc groundwater varies from more than 400 hundred feet
in upland or western areas of the property, to near or above ground surface (i.e., flowing
artesian) in the floor of Spring Valley.

Three primary hydrogeologic units are present within the core area of the Spring Valley
Ranch property. The assdciated groundwater-bearing characteristics of these units are
described below. Other rock units are shown on the geologic map {Figure 2}, but these
units are not significant within the place-of-use boundary proposed by Application for
Permit 63-31966.

Tertiary-Age Sediments and Interbedded Volcanics of the L.ower Idaho Group.
Portions of Spring Valley and the South Fork Willow Creek Valiey are underiain by
sediments and interbedded voleanic rocks of the Lower ldaho Group. The Lower ldaho
Group sediments in this area consist of mudsione, claystone, and ash beds, with
occasional beds of fine-grained sandstone. The volcanic rocks generally include dark-
colored felsic tuffs. Wells completed in these materials in the Spring Valley area
typically yield 20 to 100 gpm.

Coarse-Grained Sediments of the Pierce Gulch Formation (Upper Idaho Group). In
the foothills between Spring Valley Creek and South Fork Willow Creek, approximately
one mile west of the Spring Valley Ranch headquarters, a coarse-grained sand of the
Pliocene-age Pierce Guich Formation caps older, low-permeability, sediments and
volcanics of the Lower idaho Group. These sands are clean and permeable, and a
perched aquifer (i.e., the Sandy Hill Aquifer) is present in this unit.

Granite. As shown on Figure 2, granitic rock (inciuding granodiorite, granite, and meta-
granite) of the ldaho Batholith is present to the north, east, south, and southwest of
Spring Valley. Although successful wells can occasionally be completed in fracture
zones within granite, granitic rock aquifers generally do not yield sustainable
groundwater supplies. The water-bearing characteristic of granite rock effectively



EXPLANATION

Application for permit
place of use

@ Testwell or spring

Geologic units - modified from Mitchell
and Bennett, 1979; Savage, 1958;
and Kleinfelder, 2003

. Qal - Stream Alluvium .
Qcn - Caldwell-Nampa Sediments
B Qtm - Tenmile Gravel
B Qi - 1daho Formation

“ SHA - Sandy Hill Aquifer
(Pierce Gulch Formation)

B Tpc - Poison Creek Formation

B Tor - Owyhee Rhyolite

#80 Ter - Columbia River Basalt
Tp - Payette Formation

B Kg - idaho Batholith

Figure 2: Spring Valley Ranch geologic

map and application for permit place of use.

0 2,000 4000 SPF Water Engineering, LLC
e ) Feet 600 E. River Park Lane, Suite 105

Boise, ID 83706
September 29, 2004 (208) 383-4140
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Steve Lester -3- September 30, 2004

eliminates much of the Spring Valley Ranch property from consideration for public water
system well development. This includes not only areas where granite is present at
ground surface, but also areas where sediments or volcanic rocks are underiain by
granite at relatively shallow depths.

Aquifers Proposed for Appropriation

Two aquifers are propesed for appropriation under this water right application. For
purposes of discussion, these aquifers ¢an be referred to as (1) the Sandy Hill Aquifer
and (2) the Spring Valley Aquifer.

Sandy Hill Aquifer. As described above, the Sandy Hill Aquifer is located in the
foothills approximately one mile west of the Spring Valley Ranch headquarters (Figure
1). At this location, the coarse-grained sand of the Pliocene-age Pierce Gulch Formation
is at least 300 feet thick in places, and has a known saturated thickness of more than
100 feet. The sands are highly permeable and form a productive aquifer. The aquifer
appears to be bounded by older, fine-grained sediments of the lower Idaho Group, and
the aquifer discharges through fine-grained sand or sandstone at a hillside spring on the
east side of Highway 55 in Spring Valley at a rate of approximately 50 gpm. The spring
is perched nearly 200 feet above the floor of Spring Valley.

Three test wells (SVR No. 3, SVR No. 8, and Test Production Well No. 1) have been

constructed in this aquifer, including a 16-inch diameter well (Test Production Well No.
1). This well was pumped at a rate of 2,000 gpm for three days in April 2004 with only
17 feet of drawdown. Details of this test are provided in Wel! Construction and Aquifer

Testing in the Sandy Hill Area of Spring Valley Ranch (SPF Waier Engineering, June 18,
2004).

The water quality from the aquifer is excellent in nearly all respects except for arsenic.
Arsenic concentrations exceed the future drinking water standard of 0.010mg/L. Asa
resuft, the water will need to be treated for municipal supply purposes.

The Sandy Hill Aquifer is highly productive and will be the primary aquifer to suppotrt the
initial phase of the Spring Valley Ranich Project. While the aquifer appears to be
capable of supporting short-term yields of more than 1000 gpm from multiple wells, the
aguifer is smafl in size and annual natural recharge is limited to an estimated volume of
100 acre feet annually. As a resuit, the aquifer is adequate to sustain only 200 homes
on a long-term basis. However, if recharged on an annual basis from other sources, the
aquifer might be adequate to support peak summer demands for two thousand or more
homes.

Spring Valley Aquifer. The vailey floor area of Spring Valley is underiain by ldaho
Group sediments and volcanic rocks to a depth of approximately 400 feet. These
materials consist primarily of fine-grained sediments and volcanic tuffs. Water levels in
the aquifer are controfied by the elevation of Spring Valley Creek, which functions as a
drain for the aquifer, .
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Steve Lester _ -4- September 30, 2004

Three test wells (SVR No. 1, SVR No. 4, and SVR No. 5) were completed in the Spring
Valley Aquifer for exploration purposes. These wells were test pumped at constant rates
ranging from 50 to 100 gpm. There is aiso an existing irrigation well at the ranch
headquarters that is typically operated at rates of 75 to 100 gpm. The wells are

described in Groundwater Exploration Drilling in the Spring Valley Ranch Vicinity of
Gem, Ada, and Boise Counties, |[daho (Scanlan Engineering, April 2003) and Well

Construction and Aquifer Testing of Spring Valley Ranch Expioration Well No. 5 (SPF
Water Engineering, June 17, 2004).

Water qual-'rty from the wells completed in the Spring Valley Aquifer is acceptable for
municipal purposes, but generally contains high concentration of iron and/or
manganese. '

Based on the low weli yield and high concentrations of aesthetically objectionable iron
and manganese, the Spring Valley Aquifer will fikely be utilized as a secondary source of
supply. The water may be treated to either remove or sequester iron and manganese.
Assuming that three wells with average sustainable yields of 40 gpm were constructed,
the aquifer might be capable of producing a total of approximately 150 acre feet
annually. This volume of water will sustain approximately 300 homes on a long-term
basis.

Sustainable Groundwater Supply

The first phases of Spring Valley Ranch wilt have 600 to 700 homes. Additional homes
are anticipated in future phases. As described in the preceding paragraphs, the natural
recharge to aquifers in the vicinity of Spring Valley is unlikely to sustain long-term water
use for more than about 500 homes. Additional sources of water supply will need to be
developed to serve the later phases of the Spring Valley Ranch project. The additional
supplies could be used directly in the Spring Valley Ranch water system, or they could
be used to recharge the Sandy Hill Aquifer during winter months when the excess
supplies are available. These additional sources could be municipal supplies from the
south, groundwater from aquifers outside of the initial phase of Spring Valley, or surface
water frorn the Payette or Boise River drainages as described below.

e Municipal supplies (City of Eagle, United Water ldaho, or Eagle Water Company) are
available in the Hidden Springs area in Dry Creek Valley and the Floating Feather
area north of Eagle. These supplies could be conveyed into Spring Valley by
pipeline and booster stations for direct municipat use or for winter-months recharge
of the Sandy Hilt Aquifer.

« Groundwater investigations in the western portion of the Spring Valley Ranch
property (in the Little Guich and Big Guich drainages, approximately 4 to 8 miles
west-southwest of Spring Valley) over the past two years have shown adequate
aquifer capacity to support future phases of Spring Valley Ranch Project. These
aquifers are tributary to the Payette River and are not in hydraulic connection with
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Willow Creek due to their depth {i.e., static water levels are 300 to 500 feet below the
stream level). We anticipate that these aquifers can be developed without impact to
existing water rights in the area.

¢ Surface water supplies from the Payette River or Boise River could be piped into the
project area and treated as appropriate for direct municipal use or aquifer recharge.

On-going planning efforts will select preferred water sources and pipe routes based on
economic considerations and project development schedules. Development of
additional groundwater sources or surface water sources will be conducted under future
water right permit applications or water right transfer applications. - '

POTENTIAL FOR INJURY TO OTHER WATER RIGHT HOLDERS

Diversion of water under the proposed permit has littie or no potential {o impact other
water right holders because of the remote and isolated jocation of the aquifers and the
existence of hydrogeological barriers. ‘

The closest wells to the project area are found in the vicinity of Shadow Valley Golf
Course. These wells are approximately 3 miles to the south of the Sandy Hill Aquifer,
and 2 to 3 miles south of the proposed Spring Valley wells. There are no wells owned
by other water users tapping the Sandy Hilt or Spring Valley Aguifers.

As shown on Figure 3, the water-level elevation in the Sandy Hill Aquifer is more than
100 feet below the stream bed elevation of South Fork Willow Creek. Surface geologic
indications suggest that the aquifer does not extend below the stream channel. Since
the water level in the aquifer is already far below stream bed elevation and the aquifer
does not appear to extend beneath the creek, drawdown of the Sandy Hill aquifer (as a
result of development of permit 63-3196) is unlikely to induce any leakage from South
Fork Willow Creek. Therefore, downstream water rights in the Willow Creek drainage
will not be impacted by the proposed water right permit. Similarly, the aquifer is perched
200 feet above Spring Valley, suggesting that the aquifer is hydraulically isolated from
the Spring Valley Aguifer. Thus, pumping should not impact water levels in the Spring
Valley Aquifer.

The Spring Valiey Aquifer and Sandy Hill Aquifer are hydraulically isolated from aquifers
in the Shadow Valley, Dry Creek, and Eagle areas by a northwest trending granodiorite
rock mass that is exposed in the canyon between Shadow Valley goif course and Spring
Valley. This rock mass is a portion of the idaho Batholith and is exposed at the surface
for several miles to the northwest of Highway 55 (Figure 2). To the southwest of
Highway 55, the rock underlies unsaturated idaho Group sediments. The effect of this
low permeability rock unit is to function as a hydraulic barrier for groundwater flow from
Spring Valley into idaho Group aquifers further to the south. This conclusion is based on
(1) typical low-permeability characteristics of granitic rock and (2) the presence of the
Spring Valley Aquifer water levels at an elevation approximately 500 feet higher than
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groundwater levels in Dry Creek Valley. Thus, pumping of aquifers in Spring Valley will
have no interference impact with wells in the Dry Creek, Shadow Valley, or Eagle areas.

Pumping of the Sandy Hill Aquifer will eventually reduce discharge from the hillside
spring that is tributary to Spring Valley Creek. Pumping of the Spring Valley Aquifer may
reduce groundwater discharge to Spring Valiey Creek. Thus, pumping from both the
Sandy Hill Aquifer and the Spring Valiey Aquifer may eventually reduce flow in Spring
Valley Creek. However, discharge of treated wastewater (either directly to the stream

- under an NPDES permit or indirectly to the aquifer through subsurface drainfield
disposal) should offset depletions to stream flow. Also, it should be noted that Spring
Valley Ranch has the earliest priority irrigation water right from Spring Valley Creek.



. %_SP Water En;.ﬂ.ueering, LLC
. water resource consultants
Memo
To: Steve Lester, IDWR Western Region Water Right Supervisor
From; Terry Scanlan, P.E,, P.G. '(/f?’{'«{
Date:  September 30, 2004
Subject: Project Plans and Construction Costs - Application for Permit 63-31966

The second bullet item in your letter of August 6, 2004 regarding the above referenced
application for permit requests the following:

“Summary of project plans and specifications along with estimated
construction costs for the project.” .

This memo describes the conceptual design and costs for the water system that is
- proposed to supply water diverted under Permit 63-31966.

Conceptual Water System Design Components. The following conceptual design
components are contemplated.

2 wells {16-inch diameter) at the Sandy Hilt Aquifer

2 well pump systems (1000 gpm) at the Sandy Hill Aquifer

2 wells (8-inch or 6~inch) and low-capacity well pumps (50 to 100 gpm) in Spring
Valley

arsenic treatment system for water from the Sandy Hill Aquifer

50,000 gallon operational storage tank at Sandy Hill Aquifer .

500,000 gallon storage tank on west side of Spring Valley

500,000 gallon storage tank on east side of Spring Valley

2 pressure relief vaulis

14,250 feet of 16-inch water main

500 feet of 12-inch water main

distribution water mains, flow meters, services, and hydrants within the
subdivision

standby power source at Sandy Hill wells

communication and ¢ontrols

Conceptual diagrams of the proposed Sandy Hill Aquifer well field and core area water
system are shown on the attached Figures 5-1 and 7-2 from the Spring Valley Ranch .
Water System Alternative Study (SPF Water Engineering, July 6, 2004). The concept is
based on supply from the Sandy Hill aquifer source. The proposed wells in the Spring
Valley Aquifer may be added to the system as needed. ‘

00 East River Park Lane, Suite 105 - Boise, 10 83706 - 208.283.4140 - fax 208.383.4156 - www.spfwater.com
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Estimated Costs. Estimated costs for water system development are summarized on-
the attached table. Not included in this cost estimate are engineering and construction
costs for distribution water mains, flow meters, services, and hydrants within the
subdivision. . :



SPF Water Engineering

Spring Valley Ranch
Budgetary Cost Estimate

Facilities Assocated with Public Water System Development

Cost included in above budgetary estimate:
1) Only those capital and engineering cost associated with water facililies required 10 sefve the injtial
phase of Spring Valley Ranch, as outlined in the draft repor, Spring Valley Ranch - Water Supply

Alternative Study for development of the Sandy Hill aquifer and Core area

2) The cost estimates are conceptual and should be used for budget purposes only. An actual
cost estimate will be compteted during the pre-design phase of this project. The above costs
may vary in the range of +135%($5,758,000) to 85%(3,626.000) of the total estimated cost

Costs not included in above cost estimate:

1) Electrical power cost associated with transmission and distribulion fing extensions

to serve water facilities

2) Design and construction of roads used for maintenance or access io water facilties

3} Engineering associaled with formation of a requiated utility

4} Development of additional sources of supply in addition te the Sandy Hill aquifer.

5) Distribution facilities within the proposed subdivision, mains: meters, services, hydrants
£) OGperation of the water system after construction

Required Water Facilities SizalVol /[Capacity Units -] Qusintity Undt Cost Capital Cost Enginesring Total Cost
.- ) . . Piinspection )

Source of Water Supply :

Sandy Hill Yell - 1 1000 gpm Eacr : 1 250,000 250,000 37,500 287,500

Sandy Hilt Well - 2 1000 gem Eacr ' 1 250,00C 250,000 37,500 287,500

Treatment T N

Arsenic Treatment Piant 200 - 300 gpm Each 1 450,009 456.000 67,500 517.500

Transmission Malns j

Transmission Main 46-inch Fosl i 14,250 | § 85|53 935,000 141,000 1,080,600

Transmission Main 12-inch Fest ! 50018 4413 22,000 3300 25,200

Air Valvas, Restrain Joints, ete.@5% ‘ s 48,100 7,200 55,300

Storage Resarvoirs i

SVR - Easl 500,000 palions Gallons ‘ 5060001 % Q85| % 477.450 71,6800 548,050

SVR - Wast 500,000 gallons. Galtens | 500,000 % 055 (% 477,450 71,800 549,080

0S_Sandy Hill 60,000 galions Gailens | &G,000 1 § 2001 % 120000 18,000 138,000

Control Vautts | :

PRV -1 3,B-inch Each L 11% 50,600 | 3 50.000 7,500 $7.500

PRV -2 3,BHnch Each ! 11% 50,0001 % 50,000 7.500 57,500
j

Standby Power ‘ ]

Sandy Hilt Wel? Field 150kW|  Each | 1{s  so000(3 soo00| 7.500 57,500
I

Communication and Contrels !

Scada; RTL's, Radio's, Appurtenances LS 114 100,00C | § 160,000 15,000 115,000

Regulatoryl Permitting

Permitting and Legai LS [ 11% 100,000 | % 400,000 - 100,000

Sub Tatal ! % 3,384,500 492 700 3,877,600

Omizsicn and Contingency@10% 3 3;'1:8‘500 ) 45,300 387,800

Totat Estirnated Cosls ) 3723400 | 8 542,000 4,265,400

Eatimated Cost by Category Capital Engineering Total

Source of Watar Supply 500,600 75,000 575,000

Treatment 450,060 67,500 517 500

Transmigsion Mains 1,010,000 151,500 1,164,500

Storage Reservoirs, 1,074,900 181,200 1.236.100

Controf Vaults 100,0C0 15,000 115000

Standby Power 50,000 7,500 57,500

Communication and Cealtrols 160,000 15,000 115,000

Regulatory/Permitting 100,000 - 100,000

Dmissions ard Contingency 338 500 ~ 387 8OO

Totel Estimated Project Costs 3,723,200 492700 § 4265400
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Figure 5-1

Spring Vallev Ranch Suncor Development  Core Water Facilities Backbone Plai
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INDEPENDENT ALDITOR WE B

To the Board of Directors and Shareholder of SunCor Development Company:

We have audited the accompanying conselidated balance sheets of SunCor Development
Company and subsidiaries (“The Company™) as of December 31, 2003 and 2002, and the related
consolidated statements of income, stockholder's cquity, and cash Mows for each of the three
vears in the period ended December 31. 2003 These financial statements are the responsibiliy
of the Company s management. Our responsibility is tu express an opinion on these {inancial

statements based on our audits

We conducted our audits in accordance with auditing standards generally accepred in the
Unmited States of America, Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of matenal misstatement
An audit includes examining, on a test basis, evidence supporung the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement

presentation. We believe that our audits provide a reasonable basis for our apimion

In our opinion, such consolidated financial statements present fairly, in all matenal respects,
the financal position of the Company at December 31, 2003 and 2002, and the results of i1
operations and its cash [lows for each of the three years in the penod ended December 31, 2003
n conformity with accounting principles generally accepted in the United Suites of America

As discussed in Notes 2and 14 to the financial statenents. in 2003 the Company changed s
method of accounting for obligations under certain guarantees to contorm 1o Financial Accounting,
Standards Beard Interpretation No. 45, “Guarantor's Accounting and Disclosure Requirements
for Guarantees, Including Guarantees of Indebtedness 10 Others - an interpretation of FASB
Statements No. 5, 57, and 107 and rescission of FASB Interpretation No. 347 Also, in 2002

the Company changed its method of accounung for long-lived assets t conform to Statement

of Financial Accounting Standards No. 144, “Accounting for the Impairment or Disposal of
Long-Lived Assers”

Our audits were conducted for the purpase of forming an opinion on the basic financial
statements taken as a whole. The supplemental information listed in the table of contents
on page 32is presented for the purpose of additional analysis and 1s not 1 required part
of the basic financial statements. This schedule is the responsibility of the Company’s
management. Such schedule has not been subjected 1o the auditmg procedures applied in

our audits of the basic financial statements and. accordingly, we eXpress no opinian on it

Debsitle + Tpuche (1P

Deloite & Touche LLP

Phoemx, Anzona

April 09, 2004
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PLAKS ENDONG BLULMHATHE 30

2003 2002
IDOLLARS (N MILLIDNS

Assels:

Canh and cash equivatents 5 259 $ 251
Accounts receivalile and othier assits 1.9 12
Home invontory B 342 382
Notes tisceivabie and athie 150 6 R
Lang 2344 280 5
Propeity and equipment et 107 & HH 1
Hwestment in jont ventures 125 221
Assats ke for sale 0.0 430
Oeterred costs 1 186
Defetted income tixes 0o 154
TOTAL ASSETS §438.2 35351
Liabilities and Stockholder's Equity:

Liabilities:

Accounts payable and oines halnlites $ 544 S 401
Nrtes payable 1039 140 4
Liablitos refiated 10 aasers el for sale o0 283
Deferred income Taxes 63 0o
TOTAL LIABILITIES 4.6 208 8
Minonity interest 15 14 G
Lommitments and contingencies (Notes 3.9, 70 ang 14)

Stockholder's squity:

Comman stock, $100 par value.

103 220 shares issued and outstanding 1.0 10
Adilinional paidan capital 2340 3420
Accumuiated earnings/(deficit) 245 (31 B)
TOTAL STOCKHOLDER'S LQUITY 2595 34
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $439.2 $535.1

favet NGRS 10 Cev i paintend b b STty

CONSQOLIDAYL G STAYEMENTS GfF W

VLARS LNOING DICTMBER 30 2003 2002 2001
TDOLCAKRS IH MI e

Revenues:
Home sales $ 2 $139¢ £1123
Land sales H1 LR N4
Sale of commercial operating assets B9 2 no 14 6
Commarcial ang property managemant 222 197 151
Total Revenues 3616 2011 163.4
Operating Expenses:
Cost of homus sold 13/ 8 11286 Ya 4
Cost.of tana sold 428 2N w7y
Cost of commercial operating assets sold B3 00 86
Comumercial ane property managenient 183 Thib 124
General ang administralive 157 a5:¢ are
Total Operating Expenses 308.9 188.6 161.1
Operating Income 52.7 12.5 2.3
Other Income (Expense):
Fauity in jaint venture earmings 31 20 29
Interest incame G7 049 06
Interest oxpense. net of amounts capitalizeg 12 5) (26) 44
Miscellaneous income 214 55 o5
Total Other Income 229 50 0.6
Minurety intenest (R3] (0.7) 0.2
Incorme from conlinuing operations before taxes 7456 16.8 C 1
Income toxes 2HS o H 13
Income from continuing operations 46.1 10.0 18
Discontinued operatians (net of ax of $6 5. $5 9 and $1 0) 100 BO 16
Net income $ 56 $ 189 4 33

S NOUES For Conristidnlexd Finavstt SEtoments



CONSOL

DRFEN STATLMENTE 5

STOCHHOLDER

Ardddinnal

S eIty

i It:llnl
Common Paud-in Accumalated Stockholdes's
Stock Capial {Dafcity/Eamings Fquity
B IDOLCARS TN MILLIONS) )

Halance, January 1, 2001 $10 1355 4 ${51.8) 31026
et income 3.3 33
Rutirn al capital 0o 0o
Balonce, December 31, 2001 16 155 4 (560 41 0549
Net intong: 149 184
Retn of copital (13 4) 1134
Balance, Decembir 31, 2002 10 3420 (31 6} 34
Net ncome 861 56 1
Retwrn of capital (10H (3) (108 0y
Balance, December 31, 2003 3110 52340 5245 14595

Rewurn of capiat diseussed o Note 12

S NG e Consiniate ] el

Statementy

| CONSHLIGATED STATEMENTS OF ASH 11O0WwWS

FUARS CNOING DECEMBER o) 2003 2002 001
WULLARS IN 'n“l LIOAS

Cash flow from operating actwities:
Mot incarme $ 561 $ 189 23
Income fram discontinued operations (13.0) 1B ) 1 5l
Net income (ram Continuieg aperations 461 0.0 18
Adjustments to reconcite Net Income to Net Cash
(used [or)/provided by operating acti H
Depreciation 91 12 iH
Minorty interast 10 a7 1. 21
Lauiry i jont ventuce enimiogs (3% (20) 129
Provision tor defened income taxes 228 HH 17
[Increase)/dectease in accounty receivanle and othy assels 573 "N 5 S
[Increase )/ decrs; I home inventory a4l 19 .5) 0z
Hficroase ]/ decrease in notes receivable 82 ¢ )] 0 a
{increase)/decrease in lond 536 (3:9) 122 7
[increase)/decrease mominotity mierest related to land 00 0.2 i 5
(Increase)/decroase i defered assels @n (28}
Increased (decroase) in accounts payatite and other abilities 142 33
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES 140.6 10.3 (1 8)
Cash flows from investing activities. .
COBts 10 CONSUUCT Lommercial FHOPOITES N SQUIPMEnT, Hiet 135 iG:8) i13)
Cash Hlow fromy(1a) assets held far spiiz and discontinggd opetatinns 2417 G4 16 4
Commercial properties held for mvestment. net 0o an o
Jomnt venture minarity interest contributions/(distributions) m 02 12-2} 00
Uncansalidated joint venture [contributionsjidistributions, net 18 165 {031
NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 45.8 16.9 (18.7)
Cash flows from financing activities:
Retum of capital to PWEC {108 0) (R 0o
Proveeds from ssusnce of notes and bonds payatile 135 5 72 449 4
Repayment ol notes payahle 213 1) %4 1) 124
Debt issuance costs 00 [GRY)] (0 8)
NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES {185.6) . 10.3) 244
Ner ingrense an cash and cash equivalents ] 16y 14
Cash and cash equivalents, beginning of year 251 87 4.3
CASH AND CASH EQUIVALENTS, END OF YEAR $ 259 $ 251 8.2
Supplementat d of h i ing and financing activities:
Acquestion/Disposal of property and FQUIDIeNT ULHZNG CamINTE feases [[EXH] 13 00
Loand Distnbutinn ta minority parines 06 00 on
Consolidation of various LLCs, [see Notes Sg, h, |, and j):
1 and 80 Ho 1R 4]
Propty 18 7 45 0o
Investinent in Jv 51 14 6) (+¢]
Notes Payable 416 0.0 o0

Sow Notes L Cornalkiatid el Staatemonty



NOTES 10

1- Rafieratiat sk Mtk

SuntCor Development Company (*the Company™) 15 2 whally
owned subsidiary of Pinnacle West Capatal Corporanon
CPWECT). The Company's man activities involve soqui-
siuon, develupment, operation, and sale of real property
forsestdental master-planned communiies, homebutlding,

and commerctal properties in the western United States.

2. CMPRATY G0 S Ay Lt i

Reclussifications - Certan reclassifications have heen
made ta prior vears’ consohdated finvaaal satements
to conform to the statement classifications used in the
curent year For all periods presented, the Company
has classified cortatn asset groups as held for sale and
hax reported discontinued vperations for all gualitying
components of the Company tsee Note 11

Principles of Conselidution - The consohdated tinancial
\"-ﬂ‘fl'“c“l\ are Iucpﬂ!ﬂd m -Kl:oldﬂ“i( W?]h JL'\'U\U"I““
prnciples generally accepred in the United States of
America and include the accounts of the Company and
s whally owned subsidianies anud joint ventures. These
melude Rancho Vicjo de Santa Fe, Inc. ("Rancho Viejo™),
Golden Hentage Homes. Ine ("GHH"). Litchfyeld Park
Service Company (*LPSCo™). HFS Mongage. LL.C
{“HFS"), Westworld Golf Course, L.L C. (*Westworld
LLC™), Wigwam Outlet Swres, LLC. {*Wigwam LLC™,
Hidden Hills of Scowsdale L.C. (*Fhdden Hills™), Hayden
Ferry Lakeside, L.L.C."HFL™, and SunRidge Canyon,
LLC. t"SunRidge 1LLC™

Allsgifacant intercompay transaciions and balanges
have been eliminated. "Mmornity Interest” represents the
munoenty partners’ proportionate share of the carmings
and equity of Scottsdale Mountain Limied Pastnership
(*SMLP™), Kabuto/SunCaor Joint Ventute (“Kabuto JV7).
StoneRadge-Presett Valley LLC. {*StoneRidge™), Club
West Golt Course LLC (*Club West LLC™), and Coral
Canyon Town Center, LLC. (*CCTC™). At Devember 31,
2003, the Company awned 65% of SMLP, 704 of Kabute
IV, 60% of StuneRidge, 68% of Club West LLC, and 75%
af CCTC. Taral Minority Interest included 1 the
Consolidated balance sheets as of December 31, 2002 was
$14 9 mllion. Minanty Intereat income of $1.0 million,
cash dutnbutions of $0.2 million, asd non-cash
Jdustributions of $0.6 million mcrease the 2003 Minonty
Interest balance 10 $15 1 mithion (see Note 5)

NANCIAL STATIMENTS

Home [nventory - Home mventory vansists of construc-

tion costs, amproved lot costs, and other costs mcluding
capitalized intereat and praperty taxes on homes under
sonstrugtion. Home inventory 1s stated at the lower of
accumulared cost or estimated fair value fess costs to sell

Real Esrate Sales - The Company recognizes meome fram
lanel, hume. and qualifying commerciil operating asset
sales 1 full, provided (a) the income 15 determinable,
that 15, the collectibibity of the sales price 1s reasonably
assuted or the amount that will not be collectable can

be estimated, and {h) the earmings process 1 virtually
complete, that 1s, the Company is not obliged to perform
suignificant activities after the sale 1o esm the imcome
Unless bath conditions exist, secognition of all or pant
of the income 18 postponed. Commercaal property and
managensent revenues are recorded aver the term of the
Tease or peniod m which services are provided

Long-lwed Assets to be Held for Development or Use -
T'he Campany reviews for impairment whenever evenrs
or changes in circumstances indicate that the cacrving
amount of an asset may not be recoverable In pertormng
the review for recoverability. the Company estimates the
future undiscounted cash flows based on the existing
service potential of the asset at the date tested. If the sum
of the expected tuture undiscounted cash flows 1 less
than the carrying amaount of the asset, then impairment 1s
assessed. Measurement of an impairment loss for long-
lived assets held for development or use is based on the
amount by which the carrying amount of the long-lived
asset exceeds its fair value.

Long-liwed Assets Heid for Sale - Long-lived assets
classitfied as held for sale are measuicd at the lower of 1t
carryang amount or fair value less cost to sell. The results
of operatians of long-lived assets. which are considered
acompongnt of the Company that either has been disposed
at, or ts classidied as held for sale, 1s reported an discon-
unued operations if both of the follewing entera are met
(a) the operatons and cash flows of the component have
been (or will be) elimimated from the ongoing operatuans
of the entity as a vesult of the disposal transaction, and
{b) the entity wall not have any significant continuing
tnvolvement in the aperations of the component alter
the disposal transaction. See Mote 11 for further disouy-
ston on avsets held for sale and discontinued operanons

NOTFS TO ONSOLIDATED FINANCYFAL SYATEMINTS

Income Tuxer The Company'’s operations are mcluded
in the comsolidated income tax returns of PWCC, The
Company’s income tax liability 1 decermined in accordance
with the SunCor/PWCC incame tax allocation agreement
" Agreement ™), which provides tor a separate returm
caleulation for each subsidary. In accordance with the
Agreement, the Company can carry forward its federal net
operating losses ("NOL" indefinitely, if the federal NOL
was used] in the PWCC consolidated retumn. For state
NOLs prior ta 2000 that were utilized in the PWCC
consalidated/combimed state return to offset futuge state
taxable income. the carry forward period 1 limted to the
state statute. In 2000, the Agreement was amended o
allow any state NOL from 2000 forward that was utilized
1 the PWCC consolidated sgate return to be carmed forward
indefinttely. consistent wath the treatment of the fedesal
NOL. Al NOL carryforwards were utilized in 2003

Starements of Casb Flows - The Company considers all
highly hiquid debt imstruments purchased with an ongnal
matunty of three months or iess to be cash equivalents
Interest paid in 2003, 2002, and 2001 was approximarcly
85 0 million. 36 9 million, and 392 mllion. respectively
Taxes paad i 2003, 2002, and 2001 were approximately
83 2 mithon. $ 7 millon, and $0, respectively

Fawr Viadur of Financial Itseruments - The carrying
amounts of cash and cash equivalents, accounts teceivable
and accounts payable approximate Faur value because of
the short matunity of these financial instruments. Notes
that bear vanable rates indexed to prime o1 the London
Interhank Offered Rate (*LIBOR™) have carrying value
which approximate tair value. Fair value estimates are
made at a specriic pont in time, hased on relevant market
mtormanon about the financial mstrimients, Changes in
assumptions ur market conditions could signif icantly
affect those estimates

Use of Estrmates - The prepatanon of financial statements
w conformity wath genenally accepted wecounting prinaples
requires management to make estimates and assumptions
that affect the reported amounts of assets and labiles
and disclosure of contingent assets and habilities at the
date,of the financual statemencs and the reported anjoums
of revenues and expenses duting the reportng periods
Actual sesults could ditfer from those estimates.

Homebuilding Warranty - The Company extimates
warranty feserve s a percentage of the home sales prce
ta cover teported clisms tor its homebuilding activities
This warramty coverage period varies by state. The

warranty reserve Is teviewed periodically w ensure that

4 proprer reserve balance s recorded . The reserve balance
at December 31, 2603 and 2002 was $0 8 mullion and
304 million, respectively

Recent Accounning Pranouncements - In December 2003,
the Financial Accounting Standards Board (“FASB™ issued
FASB Interpretation No. 46 trevised). "Consolidation of
Vaniable Interest Entsties - an Interpretation of Accounting
Research Bullean (“ARB"I No, 51 * The Interpretation
addeesses consulidation of vanable interest entities (VIE)
VIEs are entitics for which the equity investment at raek
15 not syl ficient to permit the entity to Hinance ats activite
without additwnal suhordinated financal support fror
other parties andor for which the equuy svestors lack
essential charctensncs of acontrolhng finanaal wterest
The Interpretanon s effective for all new and existing VIE
mterests acquired by the Company in 2004, The Company
15 evaluatmg ull of ts investments and other interests in

entities that may be deemed vanable mterest ennties

On January 1. 2003, the Company adopted Statement

of Financial Accounting Standards ("SEAS") Ne. 143
“Accounting for Asset Retirement Ohligations ™ This
Statement addresses [mancial accounting and reporiing
fot obligatians associated with the rentement of tangible
long:hwed assers and the associated asser retieement costs
It applies w legal obligations assocuated wath the retire:
ment of long-lived asscts that result from the acquisition.
cunstruction, development and/or the nonwal aperanen
of long:hived assets, except for certain abligatons of
lessees. As used 1n this Statement, a legal obhgauon 1 an
obligation that a party 15 reguired to settle as a result ol
an existing or enacted law, statute, ardinance, or written
or oral contract, af by legal construction of 4 contract
under the doctrine of promissory estappel, SFAS Np 147
requires thar the tair valuc of a fabiliy for an asset ret
ment obligation be recopnized in the peniod in which ats
incurred if 4 reasonable extimate of far value can be made
The associated asset retirement costy ase capitalized as
part of the arrying amount of the Jang-lived asset This
new standud did not have a material impact on the

Company s hinancial statements

In November 2002, FASB issued FASB Interpretation
Na 45, "Guarantor's Accounting and Disclosure
Requirements tor Guarantees. Including Guaraniees of
Indebtedness of Others - an interpretation of FASR
Statements No. 5, 57, and 107 and rescission of FASR
Interpietation No, 34 ™ The Interpretation efabarates on
the disclosuges to be made by'a guarantor i ivs fimancial
statements shout its abligations under cortum guarantees
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Tt also clanties that 4 guarantor s requited to tecognize,
atnception of a guatantee, o hability tor the tar value
ot the obhgation undettaken in 1ssuing the guarantes
The imaual recogmition and measurement provisions of
this Interpretation ate effective un a prospective hasis to
guarantees sssucd of modifsed atter December 31, 2002
tsce Note 14)

On January 1, 2002, the Company adopted SFAS No. 144,
" Accounung for the Impatment or Disposal ol Long-Lived
Assets” This Statement defines an imparment as "the
cundition that exists when the carrying amount of a long-
lived asset fasset group) s not recoverable and exceeds 1t
fair vilue ™ The Statement provades for a single accounting
model for the disposal of long-lived assets, whether
previously beld or newly acquired. Specific guidance is
provided for recopgmition and measirement and reporting
andd disclosure for long-hived assers held and vsed,
disposed of other than by sale, and disposed of by sale
Aszets held for sale and discontinued operations have
been reflected n the financial statements in accordance
with SFAS No 144 tsre Note 1)

3. Lo

The Company's scquisition costs, nlrastucture coss,
property taxes, and interest directly associsted with the
acquisition and development of cach project are caprtalized
unnl the project 1s substantully complete and ready for
s tntended use. Interest capitabized an land development
w2003, 2002, and 2001 was 82,0 mallion, $3. 2 maillion,
and $4.8 mallon, respecuvely. Included in "Other™ below
15 $5.1 mulhon related to cenan guarantees entered into
dunag 2003 that are associuted with land development
isee Note 14). Land under development and land held for
futare development are stated at accumulated cost excepr.
1o the extent that such land s believed to be impaired,

1t s witten down ty estimated fair value. Land held for
sale 15 stuted at the lowet of accumutlated cost or estimated

tan value, less costs 1o sell

The evaluation of impairment 1 based upon the saley
proceeds anticipated in the normal course of business,
less estimated costs 1o complete or improve the property
tu the condition used in deternuning the estimated sell-
g prce and current market poce. Such values are based
LN MARIgement s eitimates and, in certain instances,

are supported by intormation abtained from ndependent
apprassers. These estimates are continually altered 10

retlect actual expenience or changes in estimates. In

evaluating impairment, the underlyimg assumptions

reflect the Company s incent to dispose of 115 teal estate
assets in an orderly, angoing manner in the normal

course of operations

Upon commencement of housing construction. allocated
Land costs are transierred w home mventory on a lot-hy-
lor basis. Land consists pnmarily of the following at
December 31

LAND
- N 2003 2002
CIULLAR 1k UL ONA
Palm Valley 41309 L1663
MarketPloce 0o 31
Scutrsdate Mauntain 01 a0
Villnge a1 Licntistd Park 47 121
Rancno Vigjo 208 218
Higden Hills 138 71
Cornt Canyon 18.6 197
SteneHidge 212 8.1
Hayden Fercy Lakeside 181 0.0
Owe = L 1.7
Total Landd $234.4 32005

ta) The Palm Valley praject located primacly in Goodyear.,

Arizond started i 1987 with approximately 11,300 acres
The Company master-planned approximately 9,500 of
these acres w include single-family and mulnfamily resi-
dential, commescial, industrial, and golt course uses. Over
the past years this propect has been the frcal ponnt of el
estate activity lor the Company. During 2003 the Company
took advantage of a favorable residential real estate market
arxt sold approximately 2410 acres of property.

1n 2003, the Company sold its entire inlerest m
PebbleCreek, an age-restricted community mcluded in
the master-plan area This transaction esulted in the sale
of the Company's interest in approximasely 1,550 acres
(eetlected 1n lund) and the sale of the Company’s interest
in tuture cash Mows (reflected in miscellancous meome)

(h) MarketPlace is approximately 410 acres of land
located in Tempe, Anzona. The mastee plan includes
aretail center wath auto dealerships, auto service, and
other related development. The land in the master plan
mcludes commetcial and industrial uses, At December 31,
2003, all of the remaining acreage had been developed
ot sold. The Company also owns a family entertainment
center occupying approximately 20 acees wathin
MarketPMace and is a partner 1 a joint venture that owns
approximately 22 acres with approximately 244,000
sqquare teet of developed retal space (see Note fal

MATES T CONSOULIOATED FINANCIAL STATEMENTS

te) Scottsdate Mountain is approximately 1,400 acres of
land located in Scottsdale. Anzona, of which approximately
550 acres are tor ressdential development. Scotrsdale
Mountain is owned hy the SMLP and v accounted for in
Consohdated Jount Ventures (see Note 520 Included i
the Campany’s munonty interest 15 30 4 and $0.8 million
related 1o Scottsdale Mountain at December 31, 2003 and
2002, respectively.

i1 The Village ac Lischfield Park s approximately 130
acresd of land located in Lichfield Park, Arzona. The master
plar includes ssngle:furly residenuial and commercial
uses The Village at Luchficld Park 1s owned by Kabuto
IV, which 13 accounted for i Consohidated Jomnt Ventures
{see Note 5h}

{e) Talavyis approximately 140 acres of land locased i
Glendale, Arizona The master plan icludes commercual
and industrial uses. At December 31, 2003, 4l of the
property has been developed and/or sold. In addition, the
Company is 3 partner i joint ventures that ;wn approxi-
mately nine acres of land, approximarely 123,000 square
teet of developed tetail space, and approximately 25,000
square feet of office/industrial space (see Notes ha and 6d)

() Rancho Viejo 15 a mixed-use master-planned commu-
mity of approximately 11,000 acses of land located next
to Santa Fe, New Mexico. The initial phase contains
approximately 2,500 acres with development commencing
n 1998, Upon buildout, the imitial phase 1 anticipated
1o contam approximately 2,438 single-famly dwelling
units, along with commercial property. OF the single
family wmits. the Company 1s anticipating to serve as the
exclusive homehuilder for an estimated 2,170 unus with
the remaiming 268 units being, sald as custom lots

In accordance with the project’s purchase documents,
property 1 transferred to the Company in phases The
released phase has an associated property lien that records
the angnal landowner’s interest in the property. At the
time property s sold toa thud party, the onginal land
owners authonze a pastial release from the lien. The
anginal land pwners receive a percentage of the sale price
varying for each type of real estate sale as a participation
payment. The Company may termimate the agreement at
wis uption with no further obligations (see Note 9)

(@) Hidden Halls 15 2 residennial praject consisting ol
approximately 419 acres of land n Scattsdale, Arizona,
with the Company as the primary homebuilder This
project imtially stasted with 35% sesadential fots and now
has 141 lots remaining

(h) Coral Canvon ss a mixed-use. mastersplantied
communuty of approximately 2,500 acres of land located
near 5t George, Utah, Upon buildout, the progect 13
anueapated to contnn approxamately 2,820 sngle-fannly
units, along with property lor commercial and goll
counse wses. OF those single-family units, the Company 1
anticipanng to serve as the exclusive homebuilder for an
estimated 2,680 units with the remaining 140 units bang
sarld as custom lats. The first home and custom kot clasings

oceurred in 2000, as did the golf course aperations

In accordance with the praject’s purchase documents.

the State of Utah retans atle to the property untilasa
closes to a third party buyer. The State of Utah secerves
apercentape of the sale price varving for each type of reul
estate sale which s first applied against the annual required
payments The Company may tesminate the agreement
atits aption with no further obligations lsee Note 9

The Company has partnered with the State of Utah i the
fizst commercul building on the project (see Note k)

(11 SroneRudge iy 3 mixed-use, master-planned community
ul zpproxemately 1,840 scres locared in Prescort Valley,
Arizona. Upon bunldout. the project 15 anticipated

1o contan approximately 2,034 vingle-family dwelling
units, along with property for multifamly. time-share.
commezrcial and golf vourse uses, OF those single-tanuly
units, the Company 1s anticipating to serve as the exclu-
sive homebuilder for an estimated 1.513 units, with the
remaning 521 umits being sold as custom lots The fisst
homebuilding and custony lot sales started i 2002, a4 did
the golf course operations fsee Note 51)

In accordance with the project’s purchase documents,
atrust retains ttle w the property until s closed to a
third panty buyer The Company makes required annua’
payments to the onganal land owners 10 maintam

s development raights. These payments are added o
aland credit account The anganal land owners recerve
apercentage of the sale price varying for each type of real
estate sale which s netted against the land credit accoum
The Corapaiy may terminate the agreement a1 its option
with no further obligations tsee Note %)

1) AmaLurs the Company’s most recent land develop-
mient project. The Company closed esciow on this
purchase option in July 2003 The seller will recewve a
percentage of the sale price, varying for each type of 1eal
extate sale AmaLur s located within the metra area ot
Bayse. Idaho The project contains approxsmately 31,200

actes located within thiee connties: Ada approx 12,900
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acres), Borse (approx. 12,50k actes), and Gem {approx.
5800 acres). The core development area contans approxi-
mately 12,500 acres The Company currently projects
that Amal.ur will contain a aumber of mixed-use villages
withapproximately 12.000 homes af varying sizes and
styles. The Company is planning to use GHH o build the
majanty ol the homes in Amalue Land development ss

vstimated to staet in late 2004

Tn accordance with the project’s purchase documents,
atrust retanss title o the property until 1 dosed to
athird party buyer The Company will make minimum
annual ubligation payments to the onginal lind owners
after the first home closing occurs to mamtain it devel-
apment rights. The aryginal land owners receive a
percentage of the sale price varyung for each type of real
estate sale which 1s netted against manumum annual
ohhgation payments. The Company may terminate the
agteement at its aprion with no further sbligations

fwee Note 9

The Company cuerently builds and sells a« GHH within the
following developments. Pale Valley, Rancho Vieyo, Hidden
Hills, Coral Canyon, StoneRidge, and Sedona. The followang
tabile shows annual actwity for each of the locanons

HOME CLOSINGS BY PROJECT

2003 2002

Halm Valiy AR 230
Huneto Viejo 113 14
Hickdan Hills 56 a4
Coral Canyon . B2 as
StoneRidge 133 53
Sedora 51 37
Total Units . _— 626 574

5. onsalied Sentune

fa) SMLP is a himited partnershap formed an Apnl 1992
ta acquare. develop, and sell certam real properzy. The
Company 18 the general partner in SMLP. as well as bemg

alinuted partner, The Company contributed apy v
1 AQD acres of land to SMLP for a 1008 interest. Subsequent
tu the formation of the partnesship, the Company sald
himited partner interests tataling 35% of SMLPS woral
equity for $4.9 mallion. The assets of SMLP as of
Decembes 31, 2003, consist of one custom lotand a note

receivable The Company’s consolidated tinancial state-
ments mclude all of the assets, Labilinies, and operations
of SMLE, The limited partners’ 35% interest in SMLP and
ihe mcome thereftom have been retlected as “Minonty
Interest™ in the consolidated financial statenients

(b1 Kabuto JV 15 a general partnership formed in October
1990 to acquire, develop. and sell approximately 330 acres
of land, The Village at Litchficld Park. The Company
contributed to Kabuto JV ats undivided 50 interest in
Land for ws onganal joant venture interest. The other
Kabuto IV parmer purchased the addinonal undwided
S0% interest in land from the Company and contributed
1o Kabuto JV for its orgnal joint venture interest
Subsequently, the Company purchased an addinonal 20%
interest in Kabuto JV from the other pastner i exchange
for retring a $2 1 million note from the partner. The
assets of Kabuta JV at December 31, 2003, consist mamnly
of custom lots and unimproved residential subdivisions
totaling approximately 140 acres. The Companys consale
dated financial statements include all of the assets (with
Land recorded at the Company s cost basis), liabilnies, and
operations of Kabuto JV The other partner’s 30% interest
in Kabuto JV 15 reflected as "Minority Intesest”™ i the
cotsolidated financal s

fe] Wigwam LLC was a hmsted habiliy company formed
in January 1994 1o acquute, develop, own, manage, sell,
and‘or operate a retal center. The Company was the
managing member of this venture, The ather membet had
a prafit participation i the project. The property conssted
of approximately 40 acres of land m Goodyear, Anizona,
The projectonginally consisted of approximately 232,000
square feet of retail space with a portion of the onginal

40 ares sold as commeraial pads. The mimonty partner
assigned its interest to the Company and the LLC was
terminated as of Apnl 30, 2001 The Company then
redeveloped the retail property as Palm Valley Pavilions
West and sold the shopping center in 2003

(d) Hidden Mills was reorganized in 2001 as 2 single:
member limited hability company with the Company
as the sole member

(e) Club West LLC 15 a himited labilty company lormed
in August 2000, The Company purchased 1 68T interest
in the new ventuse for $0 8 million plus the assumption
of 68% of the exisung debi of the Club West Goll
Course. ln addivon, the Company reduced the debt hy
$2.3 mallion on which it wall receave s preferred returm
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Club West LLC has debt of $4.4 milhion guaranteed by
the Company, whose consolidated financial statements
include all the assers, habilities, and operations of Club
West LLC. The limited partners’ 329 interest and the
income thetefrom have been reflected as "Minonty
Interest” in the consolidated financial statements: During
2003, 2002 and 2001. the Campany funded $0.2. $0.3
and 301 million. respecoively. on behalf of the hnsited
partner who failed to meet cash tunding requirements.
The partmer was unable to make the necessary pavments
and therefore the Company has tull ownership of the
LLC's only asset Club West Galf Course

() StemeRidge 15 2 limited lubility company formed in
January 2000 1o acquure, develop, sell. and manaye 1he
StoncRudge development in Prescott Valley, Anzona
The approxemately 1.840-acre development is planned
tonclude single-family and mulofamily residential,
commerctal, ime-share, civic, and golf course uses

The Company 1y the munagang psrtner and has a 60%
ownership in StoneRidge

(g) HFS 1 a limated habiliny company formed in November
1998 10 of (er mantgages to customers for the purpose of
buying new homes or refinancing homes. The Company
15 100% ovmer of HFS. Homebmlders Financial Network.
LLC. has been retained to originate, process, close, and
scll to investors the mortgage loans made 1o homebuyers
for a monthly management tee. The management fee 15
apereentage of the pre-tax “net uperaning income.” HFS
had revenues of $2.1 nullion and $2.0 miilion tn 2003
and 2002 with resulung net icame of 30.7 nullion and
$0.9 mullion, respectively. HES revenues are mcluded

i commerial property revenue on the consolidated
incame statement.

th) Westwarld LLC 15 2 single-member limited habilicy
campany that aperates the Sanctuary Golf Course, an
18-hole championship golf course i Scottsdale, Arzona,
Westwaorld LLC has developed the golf course under

a sublicense agreement with the City of Scottsdale on
approsimately 200 acres of land controlled by 4 senior
license agreement between the City of Scottsdale and the
United States Bureau of Land Managemem

) SunRidge LLC 15 a limited hability company formed in
June 1994 1 acquire, develop, manage, and sell approxi-
mately 950 acres of land in Foumtain Hills, Anzona. The
waster-plan for the project included approximately 826
angle-fanuly homes and an 18:-hole golf conrse and club-

hause: The golt course opened to the public in November
1995, and residential land sales commenced in December
1995 The last lor was sold in 2002 The Company
purchased the other member’s interest in Decembes 2003
and 1 now the sole member of the LLC which continues
to uperate the golt course :

{3 HFL s 2 hmited habihey company tormed in Apn!
2000 to plan. construct, lease, and sell of fwe retal
buildmys and ressdential unies in Tempe, Anrona The
Company purchased the other membet's interest in
Oataber 2003 and 15 now the sole member of the LLC

The firsvoffice ower. contamang approximately 200.0
square feet of leaseable atea. was campleted 1 July 2002
At December 31, 2003, the first building was approx
mately 67% occupied Gapproximately 135,000 square feen)
with the Company leasing approximately 20% of the
total leascable space. Planming tor development ot the
second oftice tower and the farst phise of condominms

contmoed i 2003

k) COTC wa hinuted habnlity company lormed 1

Murch 2002 1o develop, opesate, and sell office property
Currently the Company vwas 75% and the minonty
partner has 25%. The of fice property s a two-story ol fice
biniding that was completed mn February 2003 and contaims
approxmmately 25.000 square feet of leaseable area At
Decembser 31, 2003 the buililhing was 62% accupied with
the Company leasing approximately 208 of the wowal
burlding leassable epace

INVESTMENT IN JOINT VENTURES
2003 zor

041 LARY (K A

Cenvepaint Assncales S HA S 92
Setonn Golf Resorl 1H 21
Paim Vallgy Apaniments | 5 11 0o 02
Talaw Associpted 2.2 146
Hayden Ferry Lakesise 0o Ha
SunRidge Caryonn 04 ]
Tots) 1twestment in Joind Ventums $12.5 s$22.1



ta) Centrepoint Associates, L L P (“Centrepomnt LLP™)

v a general parinership formed m January 1989 o acquire.
develap, manage. and sell real property. The Company
imually contmbuted approxmately 40 acres of land in the
MarketPlace project for s SO ntesest. The Campany's
partner conutbuied approxmatcly 388 million for ws 50%
wittal interest. From these il contnbutions, the
Centreposnt LLP developed approximately 393,000 square
feet of retatd space. In 1999, the Campany contnbuted a
SO% interest i approxamately BS.000 square feet of retal
space i Talavi and 4 SO interest in approximately 40
acres of land m Palm Valley to Centrepone LLP. The vthet
partner purchased the addinonal SO wnrerest i retanl
space and land from the Company and cominthuted 1t to
Cenurepomt LLP, which has built or acquired an addinonal
50,000 square feet of retail space i Talava

In 2002, Centrepoint LLP sold approximately 12,000
square feet of retail space at Talava and approximately
149,000 square tect of retnl space ar MarketPlace, leaving
approximately 167,000 square feet of retail space at Talavi
and MarketPlace for operations in 2003

The tollowing represents summarized financial mformation
ot Centrepoint LLP at December 31, 2003, 2002. and
2001 and for the years then ended

CENTREPOINT LLP

2003 2002 20M

LRULLAKS TH MILLI NS

Assels:
Cush amd cosh equivaleols s 07 312 3 1.2
Bulldings and other net 9.2 B85 8.6
Land and imprwements 114 130 245
Total . 8213 $227  s44d
Liabilities and members’ capital:
Aceounts payabie ana

other liabilities 3 04 i 29
Mates payabie 17 H 174
WMambers” capital e Al o AW
Tonl 3213 3227
Operations:
Rt $ i6 i 69 5 840
Lwperies 19 29 27
Uepieciation 08 10 13
Net Income - $ 09 S5 30 5 40
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b Sexdona Golf Resort, LC " Sedona LC™ s 2 himvted
lability eompany tormed 1 February 1995 10 acquire.
develop, mamage, and sell approximately 300 acres of lind
n Sedona, Anzona, including an existing 18-hole golf
course. In addition to the golf course, the master plan i
this project includes single-Eaumly residenuial, hotel, reail,
and vacaton ownershap uses. The Company and the other
member purchased theie 30% aninal interests in Sedona LC
for approxumately 3.5 sinlhon cach. The Company 1 the
nunaging membes of the venture. The Operatng Agreement
rewards the Company with increased dustributions percent-
ages for achievingt certan retum on snvestment critena
which was schieved in 2003 Land sales are substantially
complere anl the goll course 15 the remaming major asset
of the LC. The following represents summarized financial
mtormation of Sedona LC at December 31, 2003, 2002,
anl 2001 and for the years then ended

SEDONA LC
- 2003 2002 2001
106 LARS 1% W1 L IOKL
Assots;
Cash equivaients $ 12 $03 s o
Lang under developiment 0 22 37
120 124
318 sus 2
Liabilities and memirers’ capital:
Actoutils payable and
other labilitie s 06 L 08 s 02
Notes payatile 74 Ba 9.2
Members copital 38 4484 68
Total 3118 5145 %162
Oparations
Revenuey 509 365 574
Efpen . . WA &0 6@
Net Income $ 08 S04 $ 1.4

(¢} SunCur-Palm Valley Apartments | Partnership and
SunCor-Palm Valley Apantments I Partnershap ("PV
Apartments 1 & [17) are partnerships formed in May 1996
and October 1997, respecuively. 1o plan, construct, and
lease a Tuxury apartment complexin Goodyear. Anzona
I'he Company contributed approximately 16 acres of land
1n Falm Valley w these partnerships for sts 51% mterest
The Company’s partner supervised the planmang, desiygn,
and canstruction of the project, and provides the day 1o
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day management ol the project, {ur its 49% interest. The
Fieut phase, conswiing of 132 units, opened dunng 1997
The second phase, consisting of 132 units, opened during
1998 PV Apastments | and 11 were sold in January 2003

The following represents summarnized combined (inancial
nformation of PV Apartments Fand 11 a1 December 31,
2003. 2002, and 2001 and for the years then ended

PV APARTMENTS | AND PY APARTMENTS 11

2003 200z 2001

o TOGLLARS VIONY
Assats:
Cash gaualents s 00 $ 058 302
Buildings and athar net 00 113 120
Lond ang improvements 00 16 16
Total S 00 3134 5138
Liabilities and members’ capital:
ALLounts payable andg

othes hobiithrs 3 DO $ 0% 1 04
Nutes payalile 00 151 151
Mambears capiul Qo ko 1.7
Towl $ 00 3134 s138
Operations:
Revenins 31101 $ 27 § 24
Expenyiss 144 24 24

Tbepecaton 00 05 08

Net Inca 359 302 308

(d) Talavi Associates. LL.C. (“Talavi LLC*) is 2 limited
lability company formed i November 1997 1o plan,
construct, lease, and sell of fice/industrial buildings in
Glendale, Anzona

“The Company contributed approximately 17 acres af
land 1o Talavi LLC tor 1ts SO imerest. The other membes
purchased approximately 17 acrex of land in Talavs from
the Company and contributed it to Talavi LLC for it S0
mterest. The Company 1s the managing member of thas
venture. In November 2008, Talavi LLC sold the approxi-
mately 37,000 square-foot garden office building,

At December 31, 2003, the assets of Talavi LLC mainly

cansasted uf one office building and mne acres

The fallowing represents summanzed Hinancual mforma-
ton of Talavs LLC at December 31, 2003, 2002, and 2001
and for the years then ended

TALAVI LLE
2003 2002 2001
BELLALS (N Wy

Assals:
Cash and Cash equivalents $ 09 301 $ 02
Huildings, and other. net 17 54 60
Land and mipovements 1 ) 11 07
Total 3 37 %686 $ 69
Liabilities and members’ capital®
Actounts payable ang

uthed liatihitiesy 1 01 $ 01 50
Nutes payabity ain 14
Mombers Cagpital KT i1
Total 3 37 5 66 3 By
Operations:
Revenoesy L 2 | $a 5672
Eapanses 4 (R i1
Dc'!\rer fatin 02 0z (L'
Nel Income _ %23 so00 s28

he Company accounts for its nvestments in Centrepoint
LLP, Sedona LC. PV Apastments b, PV Apartments 11, and
Talavi LLC using the equity method of accounting,

Nuotes Recewvahle and Other balance taraled $15.0
milbion and $6.8 million at December 31, 2003 and 2002
respectively The 2003 balance mcludes 3 37 0 naillion
note secured by property. The note recevable camns $ 7%
interest and the principal i due December 30, 2004
The note was pand in full February 2004, Also in the 2001
balance 1s the $0.8 million note secured hy real praperty
This note was paid m full March 2004 The semaining
majat tecervables are as follows: $4.0 million of Commun
Faciltties Districts recewvables, and $2.1 mulhon from

the purchaser of LPSCo for funds duc from the Central
Anzona Proect for the transfer of water nghts
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B. Prapecty stk b g

Property anud Equipment are stated at cost: Majar additions
and renovations are capitahized and depreciaced over their
estimated wseful lives: Depreciation s calculated using
the straight-line methed over the assets” estimated useful
hves, which generally range from 3 to 20 vears for furni-
ture and equipment. 20 to S0 years for busldings and
wmpravements. and 5 1o 30 years for other property and
equipment. Model home furmshings are amortired over
each home closing from the specified number of lars tha
were determined to benefit from the model homes

Property and equipment consist of the following
Diecembier 31, 2003 and 2002

PROPERTY AND EQUIPMENT

2003 2002

BOLLRRY 1%

Long ari imgrovomses $ ARZ 3155
Buliragp 4482 410
FLEnitue. enuipment. and othe 214 224
Walex arul sewet plard and equipmens T35
Total 7 1314 1003
Lows accumulated deprocatun  (#4.8)  21.0)
Property and equipment, net $1076 3883

Operanny Leases - The Company's lease expense is
predominantly for office rental, model home leaschack,
and goli course equipment under operating leases. Lease
expense for the years ended December 31, 2003, 2002,
and 2001 was approximately § 3.3 million, $2.7 mallion,
and $1.9 million, respecuively. Future minimum lease
payenenty as of December 31, 2003 are as follows

FUTURE MINIMUM LEASE PAYMENTS

rEANS ENLING DECEMOLE 31

(WOLLARS 1M MILLIORY)

2004 2
2005 1
2006 1
2007 1
2008 1
1
8.

—_— NN W S

Thervater _
Total $

=]

Payments 1o Land Owners - The Company s tequired to
make certan annual paymenits to the ariginal land owners
1o continue development and sales at Rancho Vicjo,
Coral Canyon, StoneRidge, and AmaLur a4 discussed in
Notes 3£, 3(h), 3{i). and 3()). These obligations are
not recorded as labilites as of December 31, 2003 The

C Pany & im, i}

ments 15 limited to the development costs incured 1o date

1o loss under these arrange-

which include any uptront (option} fees (see the Land wable
i Note 3). Future mimmum payments are as follows

FUTURE MINIMUM LAND PAYMENTS

YEANS LML Livsew a0 TULLAA®RS 0o Wi sk
2004 . 504
2008 np
2006 s 0y
2007 04
7008 ) 7 508

Specral Taximg Dustrices Estimation of Contribuetions -

In woperanon with local goverments, the Campany

has formed Special Taxing Districts (* Districts 7 at ws

Palm Valley, Hadden Hills. Rancho Vieyo, Coral Canyan.
Scottsdale Mountan, The Village at Litchfield Park, and
StoncRidge communitics The purpose of a Distnct s 10
finance public infrastructure for the henetit of the propenty
vwners within the Distnce Typically. the Distocts uuihze
general obligation bonds to finance the infrastructure. The
Distnict’s general sbligation bonds are repaid thraugh prop-
crty taxes over a 25-year penod. Due to a lack of a substantial
property tax hase in the carly years of a project, an alternative
funding source other than property taxes is necessary for
the District to meet the annual debt service requirement
The Company enters into agreements with each District to
provide this alternative funding souree, an annual payment
by the developer. As development occurs and the property
tax base grows, the required contribunons from the devel.
oper devrease. Based on annual debr service payments of the
Duserics and estimared project development and absarpiion
schedules, the estimated developer contnbution requime-
ments under these agreements are as follows:

ESTIMATION OF SPECIAL TAXING
DISTRICTS CONTRIBUTIONS

YOARS QUGG DECrURE® 30 (DO ATY N LGN

2004 120
2005 18
2006 18
2007 15
2008 14
Thereanee %36

In 2003, upon adoption of FIN 45, the Company recogmuzed
$5.1 million as the far value of commitments under 1ts
2003 yuarantees (see Note 14)

10, suien vy

Notes Payable consust of the following at Devember 11,
2003 and 2002

NOTES PAYABLE

2003 2002

BOLCANL L

Ravolving line of crodit $ 500 31255

HEL 10 00
Golt course notes 193 116
Capital loasos e e 13
Total o $1039  $140.4

In 2003, the Company’s revolving line of <redit agreemen
was modified and the commitment amount was reduced
o 5120 million from $140 mullion, at the Company's
request. The interest rate for the loan tacility is vanable.
based on the lenders prme rate plus 0.5% or LIBOR plus
200% and 15 payable menthly The loan facility marures
in June 2004 At that time, there are two six-month
extension options at the Company s requess with the
lender’s approval.

The $120 miltion loan facility is secured primanily by an
mterest in land, commercial properties. land contracts,

and hames under construction. The Company and cortam -

subsidvaries provide a guarantee for the loan tacility.

The amount that 1s available o be funded under the line
15 caleulated munthly based upon a value assigned o the
assets and contracts that secure the loan The unused
avarlable poruon of the line totaled $70.0 miltion a1
Deecember 31. 2003

NDTES *0 CONSOULIDATEDS FiINANLIAL TATEMENT

The loan tacidity requires compliance with certain financeal
Inan covenants periaming to debt 10 net worth, dein
service, hiquadity. cash flow coverage. and restrictions on
debt. The Company 15 m comphance with these financial
covenants at December 31. 2003

The $33.9 nulhon tor HFL 1s comprised ol two separate

loan tacihties with a rate of LIBOR plus 2.759. One loan

for $5.0 million 15 secured by Land while the remaming

$28.9 million s secuced by the first of fice building These

Tvans matured lanuary 2004 and have been extended

tl\mug‘h March 2004 As of Apnil9, 2004, the Companv

ssallin the process of completng another extension \ J
the Note. In previous years, the HEL Inans were uncon
soluwlated notes puaranteed by the Company In Octaber
2000, the Company purchased the other member's
interest and aow reports the notes as consolidated

Gaolt Course notes at December 31, 2001 include notes
secured by Palm Valley Golf Club, Club Wen Galt
Club. Stanefidge Golt Club, SunRidge Golt Club. and
Sanctuary Golf Club. The notes mature in 2004 through
2008 and bear interest at rates ranging from LIBOR
plus . 225% 10 8.0%

The followsng tepresents the Tutuse munimum principal
payments under notes payable extsting at December
31, 2003

FUTURE MINIMUM PRINCIPAL PAYMENTS
UNDER NOTES PAYABLE

FEAMY EHUIMLG DEELWELY ) VU L AR (5 KLy

2004 5 BEOD
2005 13
2006 8y
2007 04
2008 5:3

Theseattes 00 )
Total ) %1039 </
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The Company’s discontnued operations for 2003 repre-
sent the results of the operation and sale of the building
feased 10 Kohl's department store at Alameda Crossing
and the sale of LPSCo. In accordance with SFAS 144,
LPSCo und Alameda Crossng huve been reflected as
discontinued operavons lor all perinds presented. Due to
the 2002 sale of Palm Valley Pavilions Hast (*PVPE"). its
operations are also reflected in discontinued operacions.
The assets and labilities related 1 LPSCa and PVPE are
reflecred as assets held for sale and habilines related

tar assets held for sale as of December 31, 2002 on the
financul information summanzed below

ASSETS AND LIABILITIES HELD FOR SALE
AND DISCONTINUED OPERATIONS

Assels:
Praperty and Equipinent 300 3416
Othet Avots - 0o V4 _
Total Assets Held fot Sale $00 3430
Linbililies:
Uthar Liabilities S00 %57
LPSEn 1994 1DA Bord

Issunnce 4 BOM 5 95% [ R1] s
LPSCo 2007 IDA Rond

lssuance § 00%-6 75% 0.6 15
Total Liabilities rolated to

Assets Hold for Sale 500 5283

income Statement:

Net Discontinged
Ciperntions before Taa $165 $1a9a 525
(ire: laeding dispasal Gars
of $16.4, 3712 8. and S0 0)

Discontinued Operatons lon _(6:5) (591 (1.0)

Mot Discontinued Operations $10.0  $8.9 815

12. «

The Company. through its wholly owned homebuilding

vt Fpity, Tegosag iy

subsidiary GHH, purchased property or lots from SMLP,
SunRidye LLC, Sedona LC. Hidden Hills LC. and Kabuto
IV GHH gonstructs and markets the homes o the general
public. Dunng 2003, 2002, and 2001, the Company
purchased finished lots and residential parcels at aggregate
prices of approvimately $0.0, §1.0 millon, and $8.1
mallion, respectively, fram the vanous joint ventures
Profits un these intercompany transactions are not
recorded until the home is constructed and sold to an
unrelated thud party Duning 2003, 2002, and 2001,

the Campany recognized approximately $1.7 million,
£1.5 mallion, and $0.2 nullion, respectively, in profits
from the joint venture lot sale transactions, cef lecting
them as a reduction 1o cost of homes sold,

I 2003, 2002, and 2001, the Company was charged hy
PWCC approximately $0.9 million. 0.8 million, and
$1.1 miltion, respectively, for certan adminisirative
services and allocated corporate casts: As of December 31,
2003 and 2002, the Company had outstanding accounts
payable to PWCC of approximately $0.1 millon and
S0 mullion, respecuvely.

In addition, during 2003, 2002, and 2001, the Company
paid a return of capital to PWCC of $108.0 mallion.
$13.4 million. and $0. respectively.

The Company loaned Club West LLC funds to meet
certamn obligations. At the end of 2003 and 2002, Club
West LLC owed the Company $2.9 million and $2.9
millwon, respectively (see Note Sel.

The Company is included in PWCC’ consolidated tax
feturn. However, when PWCC allocates income taxes to
the Company. it does so based on the Company's taxabie
mcome or loss alone

Certain assets and Labilities are reported differently for
income Lax purposes than they are for tinangial state-
ments. The tax effect of these differences 1s recorded as
defevred taxes. The Campany calculates deferred taxes

USING CUTTENT INCOIEe (2% Tales

NOTES '0 CONSOVIDATED FINANGCIAL S TATE MI NTES

he components of income 1ax expense are as tollows.

.{a.u'.-‘ NEING TLOTMELE $) 720037 2092 2001
DOLLARY & BAIL LD

Curent:

Fatleral $ 249 Si09) $10.2)
Sn ! 30 0w oz
Total Current % 589 (200 5(0.4)
Oeferrod:

Defered Federal $2z4 S Hb 513

@2y @2 04
$2286 s$88  $ 17

Income tas expense from
continuing aperations $285 s 68 313

The income tax expenve computed using the statutory
federal incame tax rate does not equal the amount
recerded as income tax expense from continuing operations
because of the following:

TEAML Luly DLCLMELe 51 2001 2002
QOLLARS % WILLIGNS

Faderal income tax expense

at 35% statutary rate 5261 $ 59 31
{ in tax cxpe: ting from:
State income tax net of fedarl

ncom th benefit i 07 01
O  fon o2 21
Incomu tax expense from -
continuing operations 3285 S 6B 513

The deferred tax asset/(liabiliy) balance ar December 31,
2003 and 2002 relates w the following iems

LI LT TR T T T

29?3 2002

B AW T TN

" Dafotred income tax assets:

Net operatiog loss catrylorwad san s 260
AMT ceedits Ao D4

10 B4
Defesred income Lax lHabiities,
Propeity and equipmum 3193 s0b1)
Total deferred tax llabilitles ©.3) (10

Nt dafored tan snsetv iy s63

The net operating loss carryforward pre-tax balance vt
approximately $77 mallion in 2002 was utilized i 2003

Duning 2003 the Company entered inr three new Special
Taxing Dastrict Conthution Agreements. The Company
enters ko these agreements with various taxing districts
to provide additonal funding when necessary lar the
Dustesct 1o meet the snnual debt service requirement In
sccordance with FASHE Interpretation No. 45, the fan value
uf ubhganions related to guarantee agicements are requn

t be recorded as 1 lability. At December 31, 2003, the
fair value of the ubligations for these new agreements are
included i "Land” and “Accounts Payable and Other
Liabihuies™ totaling 35.1 million for the bonds with
amaximum patential undiscounted habluy of $163
million The annual estmated payments of the new 2001
contrihution agreements ate reflected with previously

issucd agreements in Note % of the Financial Statements

During 2003 no other agreements were entered into that
meet the definition of guarantees requinng recognition
under FASB Interpretanion No 45 tsee Note 2)

18, sonn

Certain eligihle cimployees of the Campany are covered
by a quahified pensian plan, non-qualified supplemental
cxcess benefit retiement plan and 3 post-renremen plan
The plans are administered by the Company's parent and
the Company 1s allocated its portion of the entire plan
Below s the associated expense and contnbution

BENEFIT PLANS

YEARS LRI DEC I MRES 31 2003 2002 20
e Vak Ul,:..-“.’.

Expense

Pemsonrelatsd 113 s0u $ 14
Post-tetirement 0y 0# o
Contributions

Potsan o lated 504 00 00
l’arsL-lull(cr|||f| i au (1) 0.6

The 2004 contribution requstement is estimaied to he

between 82 Gmlhon and $3 0 millwon



SUPPLEMENTAL

sappermental inform

The tables below summanize the Company's land develop:

o (Linaua

INFORMATION

Ted

ment acreage or lot nventory starus tor selected projects

tsee Note 3)

PALM VALLEY

2003 2002 1987
Master-planned Ama
Baginning Acres 52,520 W HI0 9,500
Aciim Sold 1.930 3150
Ending Acres 1500 5520
Outside of Master-planned Ares
Beginning Acresy 1380 1380 1.800
Acres Sold 480 (]
Ending Acres 900 1,380
Total Acras 4,490 6,900 11,300
RANCHO VIEJO
2003 2002
Residential ols - heginning 117 180
Lo cheetopmunt iniliated during yesr 161 116
Produgtion iomes closed 113 14
Custom lots closed 1 25
Residantial ots - ending 220 177
Project to dute residential lots closed 577 457
HIDDEN HILLS
2003 2002
Hiteal KHS - B ing 217 JHY
W closed 58 a4
Cantan jots ¢losed 15 13
Risleriial ots - enaing 147 212
Project to date residential lots closed 214 143

CORAL CANYON

2003 2002
Resicdantial 101s under desssinpment -
beqinfing 189 306
Lot deveiopment initidted dufing year in 0
Productinn homes closed 82 a6
Custom lots clised El 11
Resiclential nls under development -
anding a9 199
Projuct to date residential lots closed 306 215
STONERIDGE
2001 2002
Rasidential latd under dvelopmont -
neginming 138 zat
Lot development imtated duning year 140 156
Proguction homes closed 133 53
Custom lots closed 1 12
Reswgentiol lots under development -
ending 144 138
Praoject to date residential fots closed 205 65
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T Scanian

From: CHARLES ARISS [CARISS@DEQ.STATEAD.US]

Sent: Monday, September 27, 2004 8:24 AM

To: ‘ tscanlan@spiwater.com

Cec: slester@idwr.state.id.us

Sublect: Re: Spring Valley Ranch - S8unCor Development Company
CHARLES

ARISS.vef (301 B)

Terry & Steve:

This e-mail serves as confirmation that the subject developer and its consultants have
been in contact with DEQ regarding the Spring Valley Ranch project.

We have had 2 meetings to date. One was a general overview and the second was a more
focused meeting on water and wastewater issues.

PACE requested permission to conduct an arsenic pilot study of a coag/filtration plant. s
1t was scheduled to be online last week, but DEQ did not receive any notification that
this has occurred.

We have not received any plans or specification for the project to date,
Chas

Chas Ariss, P.E.

Regional Engineering Manager
{208) 373-0252 Direct

{(208) 373-028B7 Fax
carissfdeq.state.id.us

>>> "7 Scanlan™ <tscanlan@spfwater.com> 09/25/04 04:30PM >>>
Chas -

SunCor Development Company has applied for a 5 cfs water right permit for municipal
purposes to serve the Spring Valley Ranch Project. As part of the application review,
Idaho Department of Water Resources has asked us to provide "Written documentation that
the applicant has contacted the Idaho Department of Environmental Quality and is working
with that agency to meet its requirements for the proposed development®™.

I understand that you, Steve Rae, and Monty Marchus met on August 3, 2004 at SunCor's
office with SunCor {Bob Taunton) and their water and wastewater design team {Tim Farrell
of SPI" Water Engineering, James Mathews and Mike Olivia of PACE Engineering, and Brian
DeHaas of WRG

Design} to discuss various aspects the proposed Spring Valley Project. I understand that
the design team is continuing to communicate with IDEQ relative to pilot testing of
argenic treatment and other project related items.

Could you send me an email response or a letter to confirm for IDWR that SunCor is working
with your staff to meet IDEQ's requirements for the proposed development? Thanks in
advance. Let me know if you have any guestions.
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Idaho Secretary of State
Viewing Business Entity

: [ New Search ] [ Back to Summary ]
[ Get a certificate of existence for HIGHLAND WATER COMPANY ]

HIGHLAND WATER COMPANY

485 E RIVERSIDE DR #300
EAGLE, ID 83616

Type of Business: CORPORATION, GENERAL BUSINESS
Status: GOODSTANDING 18 Aug 2004

State of Origin: IDAHO
Date of 18 Aug 2004
Origination/Authorization:
Initial Registered Agent: CT CORPORATION SYSTEM

300 N 6TH ST
BOISE, ID 83702

Organizational ID / Filing C156094
Number:

Number of Authorized Stock 100000
Shares:

Date of Last Annual Report:

Amendments:

Amendment filed 18 Aug 2004 INCORPORATION view Document Online
Download (TIFF format)

Idaho Secretary of State's Main Page State of Idaho Home Page

Comments, questions ar suggestions can be emailed to: sosjn,fo@idsos_.state_.id.us_

g . ‘ . 1\Na’[e
nent
Dep? PRO

Exviit—
pale Admitte

9/29/2004

http://www.accessidaho .org/public/sos/corp/ search.htm1?ScriptForm.startstep=viewentity&Scri...
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September 27, 2004

Steve Lester

Water Rights Supervisor

idaho Dept. of Water Resources
2735 Airport Way

Boise, |daho 83705-5083

Re: Application for Permit No. 63-31968, SunCor Idaho, LLC

Dear Mr. Lester:

in response to your letter dated August 6, 2004 concerning (1) contact with Ada,
Roise, and Gem County governments; (2) compliance with current zoning

ordinances; and (3) County concerns.

em 1: Contact with the counties

« Even though each of the three counties was first contacted several
years ago, the formal pre-application process commenced in
September of last year. The meeting/contact log shows that SunCor
and/or its consultant team has met twenty six times with Ada County
officials, including the Board of County Commissioners, Planning &
Zoning Commission, Development Services (Planning) staff and other
county agencies and departments. A series of formal pre-application
conferences, as required by the zoning ordinance, were held with Ada
County staff prior to the filing of the Planned Community application on
August 26, 2004,

« In addition, there have been three (3) meetings each with Boise and
Gem County planning officials during the past year, even though no
application is expected to be filed in either county for many years.

lem 2: Compliance with current zoning ordinances

¢ As noted above, a formal application was filed with Ada County on
August 26, 2004, under the provisions of the Planned Community
Section, 8-2E, of the Ada County Zoning Ordinance. The ordinance

aa s itahio, 10 . f!,
485 Fast Riverside Drve » Sl 51w i 1oEF616 » 16l 708 9300243 « Fax 208.939 997/ g

/2)
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provides the opportunity for approval of planned communities subject
to three standards:

-- That the Planned Community is a minimum of 640 acres;

— That the Planned Community site is located outside existing
areas of city impact; and

—- That the Planned Community has a boundary that enhances the
area's ability to incorporate or be annexed.

The proposed Spring Valley Ranch Planned Community complies with
all of the requirements of the ordinance.

« Boise and Gem Counties have adopted Planned Community
ordinances {(Ord. 2001-07 and Ord. 85-04, respectively) that are
verbatim replications of the Ada County ordinance. The sole exception
is Gem County's size requirement—a minimum of 320 acres—which
contrasts with the 640 acre requirement of the other two.

» However, as noted in Item 1, above, no Planned Community
application has been filed with either Boise or Gem Counties, nor is
such expected for many‘years—possibly a decade or more.

item 3: County concerns

o Potential “concerns” for Planned Community developments are
addressed in the detailed requirements in each county's Planned
Community ordinance. Even though no application will be filed in
Boise or Gem Counties for some time, they will be informed of key
meetings in the Ada County process. This will assure their knowledge
of issues and foster open communication when the Spring Valiey
Ranch project proposes to cross jurisdictional boundaries and a
planned community application is required in Boise County or Gem
County—or both.

e In due course, county concerns will be identified, and addressed,
through the Planned Community process.

Michael D. Wardle
Land Development Manager
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State of Iaaho

DEPARTMENT OF WATER RESOURCES

Western Region, 2735 Airport Way, Boise, Idaho 83705-5082 - (208) 334-2190

FAX (208) 334-2348
DIRK KEMPTHORNE
Governor
August 6, 2004 mlﬁglzﬂl:tROEHER
TERRY SCANLAN
SPF WATER ENGINEERING LLC
600 E RIVER PARK LN STE 105
BOISE ID 83706

RE: Application for Permit No. 63-31966, SunCor ldaho LLC

Dear Terry:

Suncor’s application will be published in local newspapers for Ada, Boise and Gem
counties in the last two weeks of August with a September 7, 2004, protest deadline.

Water Appropriation Rule 40 authorizes the Idaho Department of Water Resources
(IDWR) to solicit additional information normally associated with applications seeking a
“large diversion” such as those exceeding 5.00 cfs. That rule, however, allows the
information to be sought for any application, regardless of the amount of water proposed
by an application.

In this case, the following additional information is requested for the significant
development proposed by your client.

v

v

Information to show that the quantity of water proposed in the application is
available from the aquifer without causing injury to other water right holders.

Summary of project plans and specifications along with estimated construction
costs for the project.

Current financial statement certified for its accuracy to show that it is reasonably
probable that financing will be available to appropriate the water and apply it to
the proposed beneficial use. A financial commitment letter along with the
financial statement of the lender may substitute for the certified. financial
statement of the applicant.

Written documentation that the applicant has contacted all three county
governments concerning the proposal. The documentation should specify whether
the proposal will comply with all current zoning ordinances and if any of the




Application 63-31966
August B, 2

Page 2 'qt’

counties have concerns about the project.

o~ * Written documentation that the applicant has contacted the ldaho Department of
Environmental Quality and is working with that agency to meet its requirements
for the proposed development.

Initial processing of Application 63-31966 can continue at this time. Application
processing cannot be completed without the above requested additional information.

An IDWR decision about the application cannot be issued until the applicant verifies that
it is a valid municipal provider under Idaho law. This issue can be resolved after initial
application processing and evaluation of the requested additional information have been
completed,

Please submit the additional information within sixty (60} days from the date of this
letter. Alternately, the applicant can request an interruption of processing for up to six (6)
months if more time is needed in this regard. The application will be removed from
IDWR records without a timely written reply.

Please contact me at 334-2190 if you have any questions, Thank you for your attention to
this matter. . _ . J}W
i

Sincerely, : -f}\(-. "~
_ (@ o fe b
%’ 0(574% ﬂ‘ﬁmﬂ /o W‘l‘*

Steve Lester : &k/
Water Rights Supervisor "F p
'
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Lester, Steve

From: Lester, Steve

Sent: Friday, August 06, 2004 3:17 PM
To: Saxton, Glen; Spackman, Gary
Cc: Westra, John

Subject: SunCor Application for Permit
Glen & Gary:

This is to let you know Western is processing SunCor ldaho LLC Application 83-31966 for a proposed planned community
aka Spring Valley Ranch north of Shadow Valley Golf Course along Hwy 55. Proposes 5 cfs from 7 wells for a municipal
service area of about 8 square miles between the golf course and Horseshoe Bend Hill.

Additional information has been requested from the applicant regarding avallability of ground water, financial resources,
and status of local approvalsiconcerns from Ada, Boise and Gem counties in the which the P/U is proposed. Additionally,
IDEQ will be notified.

Most likely will be protested from what we have heard so far.

Steve




MEMORANDUM
TO: John Westra and Rob Whitney
FROM: Steve Lester@
DATE: June 16, 2004
RE: - SuCor Idaho LLC Application for Permit

Copy of this memo and application provided to each of you to ask for your thoughts on this one
before processing begins. Maybe the best way to approach it is for you to think it over, then all
three of us can meet. 1 will schedule a meeting via Outlook sometime soon.

Summary to date:

Municipal provider status

Admin. Memos vague for documenting municipal provider status in new regular (non-
RAFN/Planning Horizon) municipal rights.

Application mentions intent to become municipal provider via IPUC.

Jeff P. agreed okay to process but cannot issue decision until provider status confirmed.

WD Issues
50-500 ft. water bearing zone.
Drilling permit fee upgrades.

Test wells etc. plus any data.

WR Application issues

Water supply data.

Financial resources.

Status of county concerns and local approval process (3 counties).
Status of IDEQ concerns and approval process.

Mailing list for comment letters — citizens etc.
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January 23, 2003

Tom Sellin, President

Horseshu Vue Ranch Homeowners Association
No. 7 Spring Creek Drive

Horseshoe Bend, ID 83629

Subject:  Review of Water Use Data from Horseshu Vue Ranch Subdivision and Propdsal for
Additionat Development by Horseshu Vue Ranch, Inc.

Dear Tom:

| reviewed the water use data and proposal that you emailed to me. The following are my
comments related to water issues. No comments are provided related to other issues in the
proposal.

Background On Water Supply Issues -

Before commenting on the proposal and recent water use information, it is probably useful to
review the history of the water supply situation at Horseshu Vue Ranch Subdivision. Scanian
Engineering was first retained in late 1999 to evaluate the water system on behailf of the
Homeowners Association. The evaluation was spurred by homeowner complaints related fo iow
pressure and inadequate water supply during the summer of 1899.

The 1999 evaluation found that the sustainable water supply for the subdivision was less than 60
gpm. This amount was substantiaily less than anticipated by the Homeowners Association, as-
they were under the impression that the water supply was designed for domestic use, landscape
irrigation, and a significant amount of pasture irrigation. The amount is also significantly less than
the amount listed on the IDWR water right permit, which authorized domestic water for 20 homes
and irrigation {landscape and pasture) of 60 acres, with a peak diversion raie for both uses of 628
gpm. '

Water system permitting documents submitted to DEQ during subdivision design indicated that

the domestic water system was sized to supply 72 gpm {(on a sustainable 24-hour basis) to serve

20 one-acre lots.- DEQ criteria sug‘gests that 72 gpm is the peak day demand for 20 lots, each

with 0.8 acres of landscape irrigation. The DEQ is now requiring that the Horseshue Vue source

be capable of 125 percent of the peak day demand (in this case, 80 gpm) if 0.8 acres per lot are

being imrigated. ‘Since the 1999 evaluation found & practical supply of less'than 60 gpm (rather

than 90 gpm required by DEQ), the evaluation concluded that the water supply source was ‘
inadequate to serve 20 one-acre lots each with 0.8 acres of landscape irrigation. . The evaluation M
also found that at least two homes (Vaught and Pantner) and one undeveloped lot (Frane) did not

meet the minimum 35-psi static pressure required by DEQ public water system rules.
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Tom Seliin _ -2- T January 23, 2003

Since the evaluation found that the subdivision water supply was inadequate o meet anticipatéd
domestic and landscape irrigation needs, it was further determined that there was no.excess
water available water supply for irrigation of pasture areas. Thus, whife the water right authorized
extensive pasture irrigation, a water supply was not available for this purpose. Therefore,
additional water supply would need to be developed to meet the balance of the projected
landscape irrigation demands and all pasture irrigation demands. Recommendations in the 1899
evaluation were (1) increase the water supply by drilling additional wells, (2) control landscape
irrigation water use through rotation, limits on irrigated area, and water metering, (3} install
booster pumps for homes constructed above elevation 3150 feet, and (4) monitor and document
water system status, '

'"Subsequeht"efforts by both the Homeowners Association and the developer to increase the local
water supply by drilling additional wells had mixed results. The developer drilled three or four
exploration wells on property outside of the subdivision. One well was successful, but the

“location of the well suggests that it probably draws from the same aquifer as tapped by the
existing subdivision well (Well No. 1). The Homeowners Association drilled three exploration
wells within the subdivision. Two of these welis were unsuccessful. The third well tapped a
geothermal water source (100 degrees F +/-) that is unsuitable for public water system use, but
might be developed for landscape irrigation use. The warm water well cannot be connected into
the potable water system, so @ separate pipe system would need io be installed to provide the
water for landscape irrigation. The well is currently equipped with 6-inch casing to approximately
220 feet. Capacity of this warm water well has not been estabiished, but is anticipated to be in
the range of 20 gpm to 100 gpm. Additional completion work and testing is needed to assess the
sustainable capacity of this well, but it currently has potential to more than double the subdivision
landscape irrigation water supply. To complete the weli, the borehole below 220 should be
cleaned out to total depth {500 feet +/-) and equipped with a S-inch perforated liner pipe. Note
also that the chemistry of the warm water supply is probably marginal for landscape irrigation
purposes due to a high sodium ratio. Soil amendments (gypsum, etc.) may be necessary to
prevent sodium accumulation if this source is used for landscape irrigation. Estimated costs to
complete and equip this well for landscape irmigation use total $70,000. These costs include
$10,000 for additional well completion work, $30,000 for pump(s), appurtenances, and motor
controls, and $30,000 for piping and valves.

Due to water system deficiencies (limited water quantity and low pressure), DEQ has disapproved
the water system. Requirements for DEQ reapproval of the system are detailed in an 8-page.
letter from 'Monty Marchus to Tom Sellin dated October 23, 2002. Costs o obtain reapproval
were estimated by Scanlan (letter to Selfin dated November 20, 2002) to range up to $20,000.
Based on subsequent discussions with the Homeowners Association, the actual costs for
reapproval may be cioser to the $7,000 to $10,000. However, actual costs cannot be determined
until a sanitary survey of the system is completed.
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Comments on Water Use Data

The Homeowners Association has documented water use and water levels for the pasi two years.
Water use has been restricted during this period in an effort determine the sustainable water
“supply.

« The average summer (mid-May to mid October) water demand in 2001 was 30 gpm, and end
of summer (8/30)-water level was 55.25 ft. For 14 homes, this demand is about 2.1 '
gpra/home or 3100 gpd/home. :

« The average summer water demand in 2002 was 22 gpm, and end of summer (10/2) water
level was 49.5 ft. For 14 homés, this demand is about 1.6 gpm/home or 2300 gpd/home.

Projected Maximum Average Summer Wel! Yield. Assuming that 80 feet is the maﬁc'imum
practical static water level in Well No. 1, it looks like the well might produce a maximum average
summer yield of about 35 gpm. For 20 homes, this would be about 1.75 gpm/homeg or 2500

gpdfhome (rather than 4.5 gpm/home required by DEQ for 20 homes each with 0.8 acres of

fandscape irrigation). Using DEQ criteria, 35 gpm provides adequate supply for 20 homes, each
with 0.26 acres {11,000 square feet) of landscape. '

Sustainability of the Aquifer. Static water level in Well 1 declined significantly between 1994
and 1999 (from between 10 and 20 feet to between 35 and 50 feet). However, November water
leveis in Well 1 do not show a significant decline since 1999 (50 feet, +/-4 feet, in 1999, 2001,
and 2002). This may suggest thal the aquifer can sustain the current 1evel of water development
{20 to 30 gpm average summer use). It does not mean that the aquifer can sustain significantly
more development. ’

Comments on the Proposal by Horseshu Vue Ranch, lnc.-

- The proposal by Horseshu Vue Ranch, Inc., contemplates adding 7 lots to the subdivision, and
adding the successful test well (Well No. 2) drilled by the developer. This will resultin a total of
27 lots within the subdivision. The following are my comments concerning the proposal. )

Productivity of the Second Well. HSV Well No. 2 is less productive than Well No. 1 , as shown
below.

. Well No. 1 had a short-term (2-hr) specific capacity of 6.8 gpm/ft (117 gpm with 16.9 feet of
drawdown) when tested on 11/22/99. .

«  Well No. 2 had a short-term (2-hr) spe'ciﬁc capacity of 2.6 gpm/it {71 gpm with 26.8 feet of
drawdown) when tested on 10/1 8/00.

The Well No. 1 pumping test showed it to be more than twice as productive as Well No. 2. Don't
be fooled by the fact that Well 2 was tested at a rate of 70 gpm for four days, or 53 gpm for five
days. The sustainable yield will be much less than demonsirated by such a short-term test.
Remember that Well No. 1 was initially tested at a rate of 150 gpro in 1894 by Burgess Pump
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Company, but we now estimate that the well can sustain a rate of only about 35 gpm. Therefore,
we anticipate that the maximum sustainable (i.e. through summer) pumping rate for Well No. 2
will be significantly less than the 35 gpm sustainable rate documented for Well No..1.

Note that in my original report dated December 1999, | indicated that the maximum sustainable
yield from Weli No. 1 was about 60 gpm. Experience since 1999 has shown that the maximum
sustainable vield is less than 40 gpm. | point this out to show that 1 am not typlcally over
conservative in these types of projections.

Two Wells vs One Well. The two wells {Weils 1 and 2} will produce more than the single well,
but they will both probably draw from the same source. Therefore, two weHs will not double the
sustainabie yield from the aquifer tapped by the subdmsmn

So here is the big question. Will the second well increase the total sustainable water supply by

26 percent (i.e., 7/27ths), so that the existing subdivision will not be injured by adding 7 lots? |
don't have an answer. My gut feeling is that the second well will increase the sustainable water .
supply by less than 50 percent (i.e.,-less than 20 gpm) but by more than 10 percent {(i.e., more
than 4 gpm). So, maybe a 26 percent (10.4 gpm) increase is possible. A 10.4 gpm supply would
provide 1.5 gpm each for the proposed seven lots.

t should note that Well No. 2 was tested for five days at a rate of approximately 53 gpm without
impacting Well No. 1. This is a good sign. However, the pumping water level in Well No. 2 did
not stabilize during the 5-day test. In fact, water levels declined at a consistent rate of 2 feet per
day through the final four days of the test. Thisis a bad sign. Pumping water levels normally .
stabilize in wells completed in large or extensive aqu:fers rather decline on a consistent rate. A
consistent decline such as measured at Well No. 2 suggests a small aquifer, with storage being
depleted while pumping. Furthermare, i believe there is a good chance mutual interference
between the wells would have eventually occurred.

You should also consider that two wells are better for the homeowners than one well. The
second well will provide redundancy for the subdivision in the event of a complete well failure. A
second well will increase monitoring costs, due to two water sources requiring sampling.
However, this monitoring cost increase is probably outweighed by the benefits of having a second
SOurce. :

To summarize, a second well with 7 additional lots is unlikely to significantly improve the
maximum water supply available for each existing lot, but it will improve the rehablllty of the water
system by adding a second source of supply.

Three Wells vs. Two Wells. The warm water well (Well 3) may also have sustainability
problems. However, water chemistry and temperature suggest that the well taps an aguifer
separate from the aquifer that supplies Welis 1 and 2. Therefore, we do not anticipate that -
development of Well 3 for landscape irrigation purposes will deplete the supply tapped by Wells
1 and 2. In fact, use of Welf 3 may reduce the demand on Wells 1 and 2.
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Water Supply Limit Per Home. Regardiess of whether there are 20 or 27 lots, | suggest that a
water supply limit per home be implemented. Initially, a limit of 2500 gpd {monthly average)
shouid be proposed. For 27 homes, this limit is equjvalent to & pumping rate of 47 gpm. ltis not
known if the aquifer can sustain such a level of production_. if not, water use will need to be cut
back. | would suggest cutting back in increments of 500 gpd. Homes that use more than 2500
gpd should be penalized through assessment of excess water charges. ‘

A temporary limit greater than 2500 gpd could be considered prior to subdivision build—dut, but
homeowners should be reminded that they will be forced to cut back eventually.

Assuming that (1) the maximum available water supply from both sources is 50 gpm and (2) DEQ
will require a source capacity of 125 percent of peak day demand, then the peak day supply
available for permitting-purposes is 40 gpm. DEQ guidelines indicate that 40 gpm is adequate for
27 homes with 0.2 acres of landscape per home.

Note that the DEQ minimum design requirement for homes without landscape irrigation is 800
gallons per day (gpd). For 27 homes, 800 gpd is equivalent to an average pumping rate of 15
gpm. Under the worst'case scenario, it appears that the existing aquifer can sustain a-rate of at
least 15 gpm.

Recommendation. My recommendation is that the Association should ailow Horseshu Vue
Ranch inc. or Baldwin {coliectively, HVRI} to develop the additional 7 lots under the following
conditions.

1., HVRI shall be responsible for achieving DEQ reapproval of the existing water system.
HVRI will fund all éngineering, permitting, and construction, including installation of
booster pumps, individual meters, and any other miscellaneous system improvements
required by DEQ. HVRI would not be responsible for payment of routine water testing or
maintenance costs that would normally be required to operate the water system. HVRI
shall obtain DEQ reapproval of the existing water system prior to piatting of Phase 2, and
prior to engineering and construction of Phase 2 water supply improvements.

2. HVRI shall be responsible for obtaining IDWR and DEQ approval of Well No. 2 and
associated water system improvements. HVRI shall be responsible for funding
engineering and construction related to Well No. 2 and the associated pump and
appurtenances. )

3. The covenants shall be amended to provide the Association with police powers to curtail
water use. Furthermore, water use on all lots (existing and new) would be restricted to
2500 gpd {or some other amount determined by the Board). The limit could be adjusted
pased on total water use and aquifer water levels. All lots (existing and proposed) would
be allotted an equal amount of water. Penalties would be imposed for excess water use.

4, HVRI shall equip un-built lots with “meter setters”. Water will not be served to these lots
untit meters are installed.
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5. HVR! should develop the warm water well.near the arena (Well 3} for landscape irrigation
purposes through installation of pump(s), pipeline, valves, and motor controls. Additional
well completion and testing work is needed to determine potential yield, but there is a
reasonable chance that the subdivision landscape irrigation supply could be doubled '
(perhaps from 35 gpm with Wells 1 and 2 to 70 gpm with Wells 1, 2, and 3). Water
supplied from the warm-water well would be in addition to the proposed 2500 gpd per lot
rom the potable water system. In combination with Wells 1 and 2, Well No. 3 could
potentially boost the total sustainable subdivision water supply (potable and non-potable)
{o the 80-gpm target requested by DEQ. ' I -

6. HVRI shall hire their own engineer (Briggs or others) for water system improvements and
shall provide the Board with the opportunity to comment on design improvements, but
DEQ should have the final say in approving improvements. . Scanlan is available to
review designs on behalf of the Board. '

Please contdct me with any questions.

.Sincerely,

Terry M. Scanlan, P.E., P.G.
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RE: Municipal Water Rights - Statutory Backpround

Thoigene:al ‘dat vegarding ‘the -quantity ol amunicipel s sater Tight ‘Eppears
to.be “that o .city may scquizé o preferred Tight to. stard .or zppropriate
morewiter than is immodiately nesded, thus nilowing for grewth of the

city.

This pes;tlon wzs edopted by the Idaho court in the case of Baus v, City

of Sods Springs 62 Idzhe' 1, 107 P.2d 154 [1940) However, im that cEse
%he court relied principally upon the provisions of Idahe Code Ann § 498-3132

{16852) which was repealed by 1851 Sess. Laws., Ch. 47, § 17, P. 57. Ths

text of former I.C.A. 4D-113% stated:

049-1132, ster, light, and powsr plants--Acquisition and oper-
gtion~-Cherges for sayvice.--Acquire by purchase, or otherwise,
waterworks systems or plants, and zlso light and power plauts, or
any parts or portioms thereef, and construct, enlarge, extend,
repair, alter and improve such plants or either of them, or any
parts thereof, and to supply the municipality and the inhabitants
_thereef with water, light and powox, or sither, and to charge
private persens and corporations therefor; to supply 2ny excess
watet, L1ghu and pover, or elther, to parsons {including munici-
pol and privaze corporations) without tha limiks of the municipality,
and to char arpe therefor; but ell such charges, rates or rsvenues
shall be reasonable and shall be uniform and equal to all alike

and based vpon the service supply snd proportionately, without
"discrimination in favor or against any person or psrsons whatsoever.

"in fixing said charges, rates or reveaues, said municipal corpore-
tien shall have the Tight o toke into consideration and include,
in addition te all of its other expenses and costs incurred in

the operation of saild plants, any or all of the Zollowinp items;
any intersst.on uny bonded or othes indsbtednsss created in order

HanpBoOK ON IDAHC WATER LAw

©2005 Givens PURSLEY LLP

Page 154



» — ~ ——

s

.J‘.

zve Tuthiil -3- May 7, 1979

to acquire, construct, cnlarge, extend, Tepair, alter and lmprove
such plants, or any of thom; = sinking fond to meet said indebted-
ness; and a fund to meet ond provide for any depreciaztion on said
piants, and to provide for extensions or oquipment necessary to
meet the needs of the community served.h

The closest comparable provisiosy prosontly existing in the Idahe Code is
§50-323 (1967) which is as follows:

n5G-325. Domestic water systems.--Cities ‘are hereby cnpawefad to;

estebiish, creats, develop, maintain and operate demestic water
systems; provide for domestic water from wells, streams, water
sheds or any other source; provide for storags, treatment and
t¥answission of the same to the ﬁﬁhuhltdnts of the city; and to
do =1l things necessary to protect the source of water £rom
contumination. [1967, ch. 428, §20, p. 1249.}"

Because I.C.A. 49-1132 was repealed subssquent to the decision iIn Beus v.
City of Soda Springs a question naturally arises as to whether the hu1dlng
of the case i= stiill gond law, The answer may sappear in the cose of
Villase of Peck v. Dendison 92 Idoho 747, 450 P.2d 340 (196Y). In that
case the court indicated by way of dictum at footnoie 4, page 751, that
Idzho will prohably continue to follow the preferred tight theory For

. municipal wator Tights. The dictum states:

i . .
"[aJlthough the Villope of Peck became & municipality only
after the events giving xise to this litigntion, we would have
fonnd it diffiecult.not to aliow the appropriation of some excess
water (hed there been any in fact) under I.L. §50-323 and its
predecessors and Beus v. City of Soda Springs, 62 Idaho 1, 107
P.2d 151 (18403.n

Whilk there is no longer hard wuthority recognizing preferred municipal

waier rights in Idaho it appozrs safe in light of Village of Pock, to
assupe that the couxt is prepared te rule that minicipals can obtain and
Hold such riphts.
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DATE: Hovember 5, 1979 ] . ‘ ‘ . -
” RE: * -Definition:of "Municipal® -

t

| © . “Municipal™ as detiaed relative to beneficial use for ihd estahlishment
. o7 & water right fnclodes oomestic, irrigetion, stockwater, Tire protection,

* “matreatisn, commoreial, industrial, and sny other water use incidential to
?‘Q the functioning of a city. The term identifies a “preferred" right in threc

wWays!: .

1) A mumicipal right should not be. quantified by rate of flow
bepeficially used at the time of examination, Bbut rather
by the capacity of the diversion works.® .

2% A municipal vight should nok he Torited 'b;r voluma. |, *

3} A sufficient description of place of use is: .. .o
*Place of use within city limits of CITY HAME." Nobe that
as city 1imits are changed, the placE of use oF the munici-
prl right would changa, reguiring nho water vight frobsections.

* These thraa prefersnces alice the city to increase water ose under ap
existing vight. A gity need apply for an additional right enly when the
diversigh 'Fate eapacity 15 incressed ahove “the exisking right.

Due o the preferred noturé of & menicipal riyirl, its use is restrigted
io the corporate Timits of the municipality. -This Yimitation is derived . °

* from the statutory basiz of the preferrad right concept. Only the city or
its delivery agent, fur exampie Boise Water Corporabiun. cap.obtain a munic-
ipal water right. Unincorporated cities, subdivisions putside of clty Timts
and other users of comwm.veter systems must identify the separate- uses of . .
dorestic, Yrrigotien, comvercial, etc.: and identify the’'specific place of use. .

1.

. FTIE GURRETIIEATIon WORE be Hmited to & “rmssonable® extent. For gxannle, the-
diversion of on entive stream vhen only 3 small portion i5 beneficially used .= - ysss
may not be raazonable. oL . L. - It

r. AT L e
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Two specific questions have been raised concerning the 1986
amendments as follows:

Question 1. Can a munlc1pal provider apply the concepts to an
existing permit?

An existing permit, held by an entity that cqualifies as a

. municipal provider under Section 42-202B(3), JIdaho Cods, can
be amended to provide for RAFN over a PH if the permit was
issned prior to the effective date of the municipal provide:,
amendments and proof of beneficial use of water has ncot bes
submitied for the permit. Permits issued afier the eIfﬂculVE
date of the amendments may not be amended because the permit
holder had the opportunity to use the provisions when the
permit was obtained.

guestion 2. Will the department issue a license for a diversion
rate lawger than has. actually been installed if- the psimit was
issued or subsequently amended to provide for RAFN/PH.

No. BSection 42—2¢9(1), Idaho Code provides in pertinent part
as follows:

2 license may be issned to a mnunicipal
provider for an amount up to the full capacity
of the system construicted or used in
-accordance with the original permit provided
that the director determines that the amount
is reasonably necessary bto provide for the
existing 1uses and rezsonably anticipated
future uses within the service arez and
otherwise satisfies +the definitions and
- regulrements specified in this chapter Zor
such use. (Emphasis added).

This section should not he interpreted to mean that the
director will issue a iicense for a diverszion rate lsrger than
the installed capacity of the divsrsion works as determined
during the license examination.

c:  Norman C. Young

Hemo - Pg 2
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North Ada County Foothills Association
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DIRK KEMPTHORNE
Governor

. : KARL J. DREHER
May 2, 2006 _ ircctor

VIA FACSIMILE TO (208) 939-9727 AND FIRST CLASS MAIL

Re: Request for Comprehensive Ground Water Res

ource Evaluation

and Consideration of New Water Rights Moratorium

Dgar Mr. Head: -

1 am writing in response to your two letters to me dated January 25, 2006, and February
21, 2006, requesting a comprehensive ground water resource evaluation and moratorium on
authorizing new appropriations of ground water in northern Ada County (area bounded on the
south by Beacon Light Road, on the north by the Ada/Gem county line, on the west by State
Highway 16, and on the east by State Highway 55). I apologize for my delay in responding to
" you and for not being available to meet with you as you requested in your February 21 letter.

I agree with you that when an area such as northern Ada County is subject to significant
development and land use change, it is important to understand the availability of water for new
uses and how those new uses may affect established uses under prior rights before authorizing
the new uses. That is why I initiated collaborative hydrogeologic studies extending from 1996
through 2004 comprising what was called the “Treasure Valley Hydrologic Project” and why I

have initiated a similar effort currently underway inno

rth Idaho in cooperation with the State of

‘Washington and the U. S. Geological Survey called the “Spokane Valley — Rathdrum Prairie
Aquifer Study.” This is also why Idaho Code § 42-203A requires that an applicant for a new
appropriation of surface water or ground water, whether such application is protested or not,
show that based on technical evidence the new appropriation will not reduce the quantity of
water under existing water rights and that the water supply available is sufficient for the purpose

for which it is sought to be appropriated. :

While accurately determining the extent of available water for new uses will reduce
future conflicts, such conflicts cannot be entirely avoided. Asyouknow, the State of Idaho has
adopted and implemented the prior appropriation doctrine as the basis for its laws regarding the

appropriation and use of both surface and ground water. The prior appropriation doctrine is
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" based on the presumption that there will always be time periods when there will not be sufficient
water supplies for all uses, hence the priority dates for water rights are used to distribute the
available supply in accordance with the principle that “first in time is first in right.”

Another findamental principle of the prior appropriation doctrine is “optimal utilization”
of available water resources. Although water supplies in the west are not sufficient at all times
for all uses, this does not mean that that finite water resources are over-appropriated or that at
some point in time additional appropriations of a water source are prohibited because the
established rights and uses might need the water at some time in the future. Rather, new
appropriations are allowed when there is unappropriated water available to make optimal use of
the water resource, recognizing that such newer rights are subject to curtailment when older
rights from the same source of water are not receiving the water to which they are entitled. Asa
result, every year in every state that has implemented the prior appropriation doctrine to allocate
water, junior rights are cartailed in favor of senior rights, which creates conflicts.

Regarding the northern Ada County area, the Treasure Valley Hydrologic Study did not
focus on this area, but rather was directed at the regional aquifer system underlying the valley
floor. The Treasure Valley study was not intended to provide a detailed evaluation of the unique
local aquifer conditions in the Boise foothills. Because of anticipated land use cbanges and the

 associated new appropsiations of ground water that will be sought in the northern Ada County
area, as well as the adjacent areas to the west in Canyon County and around Emmett in Gem
County, I have assigned staff the task of preparing a plan of study for developing comprehensive
hydrogeologic characterizations of these areas. Like the studies I mentioned in the second
paragraph of this letter, the approach will be collaborative and is envisioned to include a public

information/ education component.

Some of the aquifers in northern Ada County have different geologic and hydraulic
characteristics than the regional aquifer system underlying the Treasure Valley. There are at
Jeast four aquifers that have been identified in northern Ada County that to various degrees are
hydraulically isolated from one another. The aquifers have been referred to as the: (1) Northern
Margin Aquifer; (2) Willow Creek Aquifer; (3) Sandy Hill Aquifer; and (4) Spring Valley
Agquifer. The composition of these aquifers ranges from interbedded sand, silt, and clay
sediments in the Northern Margin Aquifer to coarse-grained, highly transmissive sediments in
the Willow Creek and Sandy Hill aquifers. Because of the geologic complexities and limited.
hydraulic connection between some of these aquifers, it is not clear that a ground water model of
the area would be appropriate. However, additional hydrogeologic characterization,
development of water budgets, and ongoing m0 itoring of ground water levels and surface water
flows are needed. These are key components for which funding will be requested in the
Department’s upcoming budget request for FY2008 (beginning on July 1, 2007) that will be
submitted in August. Your association’s support of the Department’s budget request for this
effort would be appreciated and helpful in securing the needed funding.

In the meantime, and based on presently available information, I bave determined that a
moratorium on new applications for permits to appropriate ground water is not warranted for
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northern Ada County. Article XV, Sec.3, of the Idaho Constitution states: “The right to divert
and appropriate the unappropriated waters of any natural stream to beneficial uses, shall never be
denied ... .” In furtherance of this constitutional provision, Idaho Code § 42-226 states in part
“while the doctrine of “first in time is first in right” is recognized, a reasonable exercise of this
right shall not block full economic development of underground water resources.” - Current
information indicates unappropriated ground water is available in northern Ada County. While
additiona! studies-and ongoing monitoring are warranted, as discussed above, it would be
inappropriate at this time to deny applicants the opportunity to present technical evidence to
.demonstrate that unappropriated ground water is available and that additional appropriations can
be made without reducing the quantity of water under existing water rights. If sufficient
technical evidence is not submitted by an applicant to demonstrale that unappropriated ground
water is available and can be developed without reducing the quantity of water under existing
water rights, or any of the other requirements in Idaho Code § 42-203A are not satisfied, in
accordance with Idaho law I will reject such application and refuse to issue a permit 1o

appropriate water.

When the plan of study for the hydrogeologic characterization and development of water
budgets for the aquifers in northern Ada County is completed, a copy will be provided to your
association. In that regard, it would be helpful if you would provide my office with information
about the exact location of the 8 wells that will be monitored by SunCor, a description of the
wells to be monitored and their uses, together with the agreed upon protocol for monitoring.

Thank you for expressing your concerns on these important topics.

¢: Senator Brad Litile
Senator Hal Bunderson
Representative Stan Bastion
Ada County Commissioner Judy Peavey-Derr
Ada County Commissioner Fred Tiolman
Ada County Commissioner Rick Yzaguirte
Mayor Dave Bieter
Mayor Tammy de Weerd
Mayor Nancy Merrill
John Westra — IDWR Western Regional Manager
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Presentation on the SunCor Well Protest (83-32061)
by Philip Fry 31 Cctober 2006

Why protest" '

We must protest because this permlt is the start of a water crisis generated by build out of the N.
Foothills which must be constrained. This is also the time to recognize that the Boise Valley is changing .
from agricultural, and mining water usage o municipal water usage. And the SunCor statement o mitigate
consumptive water use is cnly. words, hawng no substantlve commitment or legal constralnts and is not
relevant o this application.

Idaho Laws and later precedents glve the IDWR the authority and drscretron to "determine and
protect the public interest, to discourage waste and to encourage conservation.” | see little of that in this
application, but rather an attempt to obscure the scope of the impacts and to get their water at the
expense of future generations using the traditional first in time, first-in right rules and traditional amounts.

Instead, the public interest is an equitable sharing of the N. Foothills aquifer by all future
generations, and living within the sustainable water supply. These goals must change the traditional
constraints on water usage allowed by IDWR and municipal providers. And | hope to persuade the IDWR
to start toward that same goal, as stated in the IDWR mission statement.

The Argument.

Essentially this is a plea for common sense in developing the N. Foothifls, 1 shalll argue below that IDWR
has the legal right, a legal obligation and a moral obligation to conserve water consumption for all future
residents. However | am concerned here with the Ada County North Foothills area where 1 shall further
argue the following :

- IDWR, Ada County , Boise, and Eagle must work together to equitably share aqulfer resources

among alt fufure residents,

- Use of the Valley aquifer must be sustainable,

- Developers and IDWR have a poor understanding of total water availability for residents.

- Plans by SunCor and other Davelopers show no equitable sharing of aquifer use,

- The developers plan excessive use of the aquifer and must be constrained,

- The increases to the valiey population will cause a water crises which will require eventual Ieglslatlve

.restrictions on water usage and a backfit of conservation measures,

- The N. Foothills is now undevsloped and will allow applying best designs to conserve water,

- The N. Foothills aquifers are somewhat isolated from the valley and its recharge from surface water,

- Therefore, for all new developments in the North Foothills we must now restiict water use to

equitably share the aquifer with all residents and to reduce the impacts of backfitiing future
legislative water restrictions.
Problem Analysls

This permit will allow usage of a large amount of water Wh]Ch with other N. Foothllls developments
will strain the aquifer, impact surrounding wells and hamper growth in the N. Foothills. First we need to
recognize that population increases in the Boise Valley are leading to a municipal water crisis which, in
‘turn, will lead to legislation to backfit water constraints on all residents, both an expensive and unpopular
process. Second we must recognize that the N, Foothills is a special, isolated aquifer and that the all new
developments there can use the best designs to minimize water use with little extra cost. This allows the
N. Foothills to be a leading example of coming water conservation and which will enable reduced impacts
to backfit constraints from future expensive legislative action. The following expands on these issues and
calculates the effects on the aquifer when applying several optional methods of constraints, attempting to
guantify, as best | can, the issues outlined in my protest. '

First, let’s summarize the N. Foothills aguifer characteristics.  But, in short, develogers and IDWR

hav er! in | water availability for residents an hould not all v
aquifer usage without beﬁer kngﬂlegge Using available data from farm and home wells pefipheral to the

N. Fogcthills, Petrich & Urban's 2004 IDWR Report describes the agquifers as follows. The Treasure Valley
contains a deep, regional aquifer system (typically confined, with depths ranging from about 250 to more
than 1,500 feet) and a shallow aquifer system (typically unconfined, generally less than about 250 feet in
depth). Subsurface flow rates between the shallow and deeper regional aquifer systems have not been
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quantified. Percolating water from surface sources recharges shallow zones first. The IDWR water budget
identifies that 81% of the shallow recharge is provided by irrigation, canals and river seepage. Recharge
to the deeper regional system depends on local hydraulic gradients and on the hydraulic characteristics of
aquifer materials. The upper aquifer has irregular flow, the lower is more regular with more fransmissivity. -
The regional flow system has relatively long residence times of over 20,000 years implying marginal
transmissivity, limited recharge, and/ or limited discharge. A known NW fault line a few miles north of State
. Street is a geographical barrier to readily available water. - :

SunCor has developed many exploration wells in the area and reports finding isolated areas of poor
to fair water availability and the need for importing water. The SunCor water report further identifiess NW
faulting separating their Willow Creek aquifer from the N. Eagle Northern Margin aquifer. Using data for
these same wells, M3-Eagle’s preliminary studies propose a strong connection between the M3-Eagle
water sources and the valley aquifers and don't find the faulting identified by IDWR. M3-Eagle has an
ongoing program of additional well exploration and funding of an area water model by the U of I , | expect
the area’s aquifers will only be better defined in a few years by IDWR studies using this water model.

Thege descriptions of t ffer show a reasonable doubt on iarge scale use, on impacts to’
well, andthe need for IDWR evaluation of the planned extensive aquifer usage before committing to full

approval of this application. ‘
General Valiey Water Problems N S

We will have a water crisis in the Boise Valley. But when? 20 years? 30 years? In 20 years we will
increase valley municipal water usage by more than a'third. And it wilt take the Idaho Legislature a least -
another 5 or 10 years to build the political will to implement water conservation legislation. Then predicted
usage will be at least 42% to perhaps 46% overthe 2000 municipal usage. This aquifer consumption then
shows massive growth and half of the county growth predicted by Compass is now planned in the N.
Foothills. This is the crisis knocking on our front door. : '

The numbers are derived as follows. Urban's IDWR reports say that the valley water budget was
approximately in balance in 2000. But this is only because 91% of the shallow aquifer is provided by the
river, canals and irrigation. But Compass predicts adding 62,000 to 67,000 homes to Ada County in 20
years which adds 26,000 to 28,000 acre fest/ year of water use at a typical 380 gpd/home usage
. proposed for the N. Foothills. This is an increase of 34 - 36 % for all municipal water used in the Boise
Valiey in 2000. In 25 years Compass predicts 80,000 more homes for 33,000 AF /year = a 42% increase
over the 2000 municipal usage: And in 30 years Compass predicts 87,919 more homes for a 46%
increase. Further the development plans for the N. Foothills are 31,890 homes in 20 years, half of
Compass growth predictions. o 7

A second aquifer impact is the decline of agricultural irrigation which is the saving recharge source
- keeping the water budget in balance. Urban’s 2000 IDWR Water Budget Report estimates that between
1996 and 2000 the valley’s municipal water use grew roughty by 16% (10,700 AF) while water use
declined for agricultural irrigation by 26% (-18,900 AF). Thus we lost about 7,500 AF of aquifer recharge
= 91% of the difference. Eagle has recognized this problem of maintaining the aquifer, and requires
irrigation rights to pass with the land to the city for use in municipal irrigation. Similarly Nampa supports a
dual supply water systems aflowing conservation of precious potable water from the aquifer. Gonventional
wisdom says replacing valley farmland with developments will use less irrigation water, and therefore have
tess groundwater recharge through reduced irrigated area and efficient application. But Farmers Union
Ditch officers see little change in usage with Eagles developments. Perhaps this is because of added
water lost fo evaporation from the many ponds béing used. o ,

Arizona also recognized they had a water crisis in the ‘60s and finally passed the 1980 Ground Water
Management Code which works toward restoring a balanced water use budget. These laws created a
whole a new method of water management which now requires aquifer recharge, new homes to have a
100 year source of water, and all homes to backfit water usage limits with incentives, penalties, home .
inspections and consumer education. They just have a large bureaucracy to do it. The Arizona DWI -
budget is $50 million compared to Idaho's IDWR $10 million budget. However [daho’s need for a
constitutional change and our lack of political will require a crisis for such changes here. - But Arizona’s
example provides a good mode! of the impact of water mining and its correction with all the details and

nlans,




can implement now are:

- IDWR can allocate less water for each well permit, i.e. reduce the allowed beneﬂCial use
- IDWR can actively promote municipal water reservation by valiey cities,

- |DWR can actively promote and guide the valley governments in implementing consistent water
© conservation restrictions using the develo nt CC&Rs, )

- Valley cities and Ada Co. can limit water usage and demand eﬁ[ment building designs using

gg ggment QC&B and

- ter n b ontrofle Wlth metering a d char
Senarate irrigation and potable water svstem can be reaunred in all new deveionments to prevent
u otabt for irri llow usi wte nd surf ter
aquifer is depleted. ' '

Such restrictions will probably have to be back filted in say 25 years by legislative action for the
whole valley. The political problem for these valley governmenis is that such restrictions must be
equitably applied to all other N. Foothills developments including SunCor, Dry Creek Ranch, Cartwright
Ranch, Bragail, M3-Eagle, Kastera Homes, Hidden Springs and any additional builders on the remaining -
52% of private fand in the N. Foothills. The landowner lawsuits from inconsistent restrictions would be -
expensive and defeat the effort,

Calcuiating Water Usage

Much of the valley's added population will be in the N Foothills or South of Bmse which are outside
of the valley's irrigated areas that are recharged by surface water. These areas are only recharged from
precipitation, underflow from springs/ foothills precipitation, cross flow from irrigated areas, and their own
septic systems. Our concern here is the N. Foothills. The Petrich & Urban 2004 IDWR Report, SunCor's
water study, and M3-Eagle’s preliminary studies all identify several areas with different water chemistry
indicating fauit lines which somewhat isolate the N. Foothills aquifers from the valley and prevent or at least
greatly limit any cross flow for aquifer recharge from outside areas. Lack of water models prevent exact
calculations so below | simplify this issue and assume the N. Foothilis is one area to evaluate gross
impacts. | expect the area’s aquifers will only be better defined in a few years by studies using the water
model developed by the U of | and funded by M3-Eagle.

IDWR Water Allocation _

The SunCor application (63-32061) is for 5 CFS over about 9 sq. mi. ( 5800 A) in the three
counties of the N. Foothills. This permit will allow SunCor’s Avimor developments to pump 7,000 AF/yr.
combined with the previously approved 5 CFS permit (63-31966 in Boise Co.). This is 30 % of all aquifer
recharge water (23,672 AF) for the whole of Ada County defined in Urban’s Water Budget report for the
available sources. And SunCor reports the need to import more water. Further, Dry Creek Ranch to the
South, for their 4300 homes, has recently submitted an application for another 5 CFS, in addition to their
11.4 CFS of irrigation wells which will be limited to 7.43 CFS = 5,300 AF/ yr. Further, all seven current
developers will need permits which allow pumping 39.5 CFS = 27,800 AF/year for their 31,890 homes at
800 gpd/home usage. Thisis 36 % of all actual domestic water use in the valley for 2000, with only 20%

- more homes and only 52% of the Ada County N. Foothills area. This also shows that another 25 CFS in
applications are coming for IDWR approval. This total aliocation will allow mining of the aquifer and, within a_
Le_a_sm_a,m_lmpggtmy_wglj r this reason IDWR 2 restrictive.in allocatin er If

But this is allocated water usage, which is only allowed if developers can show a "beneficial use” and
allows excess capability to support emergency uses like fire protection and superbowl breaks. The
problem is this, IDWR policy does not encourage developers to conserve resources; but to expand
“beneficial use” to best sell their homes, including impractical landscaping, inefficient appliances, large
ponds, more golf courses, swimming pools and such. Therefore | ¢ IDWR put i
water use for this and all future N. Foothills water permits which will allow equitable sharing of the N..

uifer It future generations. :
Calculation Method '
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To promote the goal of a sustainable aquifer, | need to compare the water usage for the proposed
developments with the available aquifer water recharge. IDWR has computed a water budget for the valley
but none for the N. Foothills. The N. Foothills faulting, separate aquifers, separate drainage and lack of .
area wells to support testing has made water assessment complex and too expensive. - - -

To filt this void | used the methods in Urban's 2000 Water Budget report to compute a realistic rough
limit for recharge by scaling the report's rates of precipitation and underflow by the areas 38,500 acres for
the land types of arid/barren and residential. To better account for upwelling from foothills | used twice the
foothills area for precipitation. | also used a buildout of 1/4 residential area for a much higher absorption of
precipitation. t allowed no cross flow rechargeé from the valley. This realistic rough recharge is 6,500 acre
fest/year. But below i will compare to an optimistic recharge limit of 9,000 acre feetlyear which is half again
more. This perhaps further adjusts for additional upwelling from possible springs posed by the SunCor
report and some cross flow from the Farmers Union Ditch proposed by M3-Eagle. And this estimate is
43% of the total valley bpdget' for these sources in Urban's 2000 water budget. Any usage_over this

000 acre feet/year limit then will surely be significant, untit coming water studies identify the aquifer
details.

IDWR reports four aquifers in the area, $o this recharge limit is a simplification to better compare
impacts of water usage choices. Water engineers could compute a better estimates but have not — IDWR
studies are costly and must hold up in court, and private water engineers are asked by customers to isolate
their scope to immediate issues. If the lawyers complain that these values are wrong or misleading then lst
their customers wait for the water modeling of the total N. Foothills buildout before requesting these
unreasonable water rights. ) '

' Next consider home water usage estimates. SunCor does not commit to numbers of homes or
planned water usage so'l use the number of homes, 12,925, allowed by the requested zoning. Also
research finds some relevant home water usage values and estimates as follows:

Area _ Average Usaqe Year Source
Nampa ‘ 116 gpd/ home - 2000 Urban's Water Budget
' - without irrigation '

Prescott AZactual -~ -~ - -~ 150 gpd/ home- - -~ '+ -1993 ~AZ Management Plan, - -
Caldwell 178 gpdf home 2000 Urban’s Water Budget

' - without irigation | S
Boise - 236 gpd/ home 2000 Urban's Water Budget
Prescott AZ target 244 gpd/ home 2000 AZ Water Mgmt. Plan
Kuna : 279 gpd/ home ) 2000 Urban’s Water Budget
United Water development 285 gpd/ home recent M3-Eagle Plan
Western N. Foothills - 380 apd/ home - 2006 M3-Eagle Plan proposal
United Water of ldaho 473 gpd/ home recent M3-Eagle Plan

M3-Eagle has committed to 380 gpd/ home in their N. Foothills development with use of gray water
for irrigation of parks and golf courses. And finally, Arizona’s Assured Water Supply program is part of the
historic 1980 Groundwater Management Act. The third Water Management Plan for 2000 in the Prescott
Arizona area gives target usage at Prescott as 57 gpd/ person '+ 75 gpd/ house for irrigation which is
easily met through good design and education. Their Management Plan provides details to meet this

goal. At Eagle’s 2.96 people/home (Compa
Eagle population matures.  Below |
with Arizona’s 244 gpd/home for conserva
-do even better. R

s-gQal of 244 gpd/mome which will reduce as the
foptypical development usage and compare this
-"And as the table of valley usage shows, we could

Water Conservation Beneflts - : : ' :
What can such a water conservation approach do? | show here that by using reasonable restrictions
we can probably reduce water usage for all planned developers from 13,200 to 8,500 AF/year, a saving of

35%. And such a reduction, wit_h following monitoring and aquifer modeling, will make tmpacts to my well

SunCor’s total 13,559 homes in two Avimor developments will actuaily need 5.2 million gpd = 8.0
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CFS average well capacity = 5,600 acre fest/year = 62% of the available reeharge limit. This shows 7
SunCor prob 1as enough water itd except fo ifer isolation limjtati tially at th

expense of us other residents. Consider that all seven developers now plan 31,890 homes which will
need 12.1 million gpd = 18.7 CFS average well capacity = 13,200 acre feetiyear = 1.5 times my recharge
limit. This usage is also 17% of all municipal water used in the valley in 2000. | can only expect this large
usage to affect my welf by draining the deep aquifer which then drains my well’s shallow aquifer.

But consider owners who want to develop the remaining nearly 16,000 acres of private land in the N.
Foothills? In the worst case all together, and if they were able to justify the needed water rights, they could

use 25,000 acre fest at the same rates. So the water usage by the SunCor development is too high or the
home densfly is tog high. This build out will require mining the aquifer, importing additional potable water
from other sources, or coordinated reduction of housing density through restrictions in the Ada County,
Boise and Eagle Comprehenswe Plans. This usage will also inhibit further development by owners
without a prior water right. Therefore | r IDWR ngirain [ for this Il fi
N. Foothills water permits which will rmi uitable sharing of the N. Foothills aquifer by all future
gengrations. We are headed into a crisis and can not afford to continue business as usual,
How much water is needed for this permit? :
If SunCor can commit to the Arizona target goal of 244 gpd/ home then the above dlsasters are
mitigated considerably. SunCor’s two Avimor developments with 13,559 homes on 20,910 acres could
~ use only 3.3 million gpd = 5.1:CFS well capacity = 3,600 AFfyr. And with the same commitment from the
other developers, the total usage by all 31,890 homes now planned is 7.8 million gpd = 12.0 CFS
average well usage = 8,500 AF/year. This might even allow other owners to build on 40 acre lots on the
remaining. 16,000 acres of private land and_allows an agceptable initial risk to my well untii modeling shows
better usage values. |submit that 244 apdl home is a reasonable target for wamgeiall_l\_!m&;

Issues from my Protest

| have then reasonably demonstrated the issues of my protest whlch are:

1. This application, with the Boise Co. permit, allows mining water from areas of planned developments
and moving the water to their development. This impacts the potential for development in the N.
Foothills and will probably eventually affect my well by drawing water from the shallow aquifer,

2. This application can, or will indirectly, use scarce potable water for irrigation. Potable water should be
preserved for home use only and require water reuse and surface water rights be obtained for
irrigation.’

3. This permit would add to zmpacts on presemnt well levels, WhICh with future usage, would eventually - -
require added drilling of my well. Even if the wells arein the deep aquer depletson of that aqu1fer

* will lead to draining water from the shallow aquer

Actions needod :
| think |- have reasonably shown here that the N. Foothills aquifer is a looming crisis for which the

IDWR should start mitigation now. The N. Foothills allows implementing solutions not needed yet in the

valley because the aquifer is not generally maintained by river and irrigation water, because only new
housing is involved, because the new construction allows best water conservation demgns and because
there will be little back fit required for future legistated water restrictions. '
So what prevents a solution in the form of legal water restrictions? Precedents and pofitical will.
I searched IDWR databases for restrictions applied in past Municipal and other uses in the Treasure

Valley and Twin Falls area. | occasionally found only two restrictions which don’t apply here: not using

municipaf water if surface water rights are available and the standard flow restrictlons on domesﬂc wells of

13,000 gpd. believ restriction

- approach DWFl and.’or a campaign for legislative inte ention._ .
IDWR knows much better than | what permit restrictions and other actions can be effective and they
are able to apply historical knowledge of such previous needs of other areas. In the protest | suggest a
range of actions as follows:
- Approve the SunCor permit only with explicit requirements to mitigate and share well impact
costs. All future N. Foothills permits would be the same.
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--Approve only with explicit requirements to periodically monitor well levels-and perform flow tests
with area impacts on adjacent wells to support future decisions, Apply this to alf future N. Foothills
perrnits. . . . - . ]
- Approve only with explicit requirements to implement a recharge method at a future time or
condition. Apply this to all future N. Foothills permits. , . o _
- Approve only with explicit requirements prohibiting or phasing out irrigation from this SunCor. -
permit as well as all future N. Foothills wells to force gray water use and surface water purchase,
I add here the additional actions to: - o . o -
- Approve only with average water usage targets per home which are compared to measured
~ usage using effective incentives and penaities. Apply this to all future N. Foothilis permits,

b

- Actively promote municipal water reservation by valley cities. * ,
- ‘As my protest also requests, IDWR should coordinate with the County, Cities, and NACFA to:
- Initiate a common reduction of present water usage, - '

© - Plan for aquifer recharge, and : _ :

- Contribute to water use restrictions in Comp. Plans and zoning regulations using equitable
CC&R restrictions. - C S D
Conclusion o Co '

The Mission in the IDWR strategic Plan'is to serve the people of [daho by ensuring that water and
energy are conserved and available for the sustainability of Idaho’s economy, - ecosystéms, and resulting
quality of life. Idaho Laws and later precedents give the IDWR the authority and discretion to determine -
and protect the public interest, to discourage waste and to encourage conservation. To this énd‘l see the
public interest to bé an equitable sharing of the N. Foothills aquifer by all future generations. Thisgoal
must change the traditional constraints on water usage. And | hope to persuade the IDWR to start
progressing toward that same goal, - Co S S

Long and costly legal arguments by developers trying to afford infrastructure and maximize profits -
will be cheaper than a legislative back fit of these sensible actions when the water crisis comes, and the :
developers have disappeared. But unfortunately such suits will impact current IDWR budgets.

I feel a littie like the wandering prophet Elijah coming to warn you of the coming water crisis and the
need for change. But you know my message already. What you need is a sign which-hasn’t come vet, so |
must appeal to your conscience until the water crisis causes ofd testament hardships and legistative
change. What |.add hereis identifying the opporiunity to act in the N. Foothills now. | believe you can
change some water. problems now by the way you deal with development. - ‘

There are many examples of government in crisis from lack of will. Arizona is a good example of this
and the extreme measures needed to recover from past water use excesses. ldaho also has their
examples.- The 1883 Supreme Court ruling for Idaho Power water rights required a Swan Falis
Agreement. The 2003/4 water compromise offered by the Nez Perce tribe was needed to help salmon
recovery.- My favorite worst example is the Hurricane Katrina disaster which is a failure by the.cities and
states to prepare adequate long term plans for a known problem and a failure in a realistic disaster

' response.-This is in addition to the Federal problems. Let us not become a crisis in the N. Foothiils.
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