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May 26, 2020 
 
Mr. William Banks 
Executive Director 
Fountain Creek Watershed Water Activity Enterprise 
P.O. Box 26373 
Colorado Springs, CO 80936 
 
Subject: 2020 SDS 1041 Permit Condition 6 Monetary Mitigation Final Interest Indexing Decrease and 

Resulting 2020 1041 Permit Condition 6 Monetary Mitigation Overpayment 

Dear Mr. Banks: 

Prior to the Bureau of Labor Statistics November 2019 Producer Price Index (PPI) data for Finished 
Goods (WPUFD49207) being “Finalized” in April 2020, an initial payment of $10,706,513 was made by 
Colorado Springs Utilities (Utilities or CSU) to the Fountain Creek Watershed Flood Control and 
Greenway District’s Watershed Water Activity Enterprise (District) on January 15, 2020.  This initial 
payment was made in accordance with Condition 6 of the Southern Delivery System (SDS) 1041 
Permit and as outlined in Resolution No. P&D 14-15 (confirming the commencement date for the 
annual indexing and approving the annual indexing methodology for purposes of calculating monetary 
mitigation). 

As outlined in Resolution No. P&D 14-15 and the associated attachment, “On or before March 31 of 
each year, CSU staff shall meet with Pueblo County Staff for purposes of confirming the PPIs for each 
of the November to November twelve month periods used in the calculation and reaching agreement 
upon the index-based amount to be paid by CSU utilizing the calculation methodology (described)….”  
This confirmation was postponed until April 2020 when the previously reported “Preliminary” November 
2019 PPI value of 206.6 for Finished Goods (WPUFD49207) was updated to a “Finalized” published 
value of 206.4, 0.2 points less than the original published “Preliminary” value.  

Based on this decrease in the index value, the Total Annual Payment Amount with Indexing for the 
2020 payment should have been $10,696,183, which includes the $36,303 underpayment from 2019, 
as outlined in the attached finalized 2020 annual indexing methodology spreadsheet.  However, based 
on the “Preliminary” value of 206.6 used for the January 2020 payment, a total payment of $10,706,513 
was issued to the District.  This in turn has resulted in an overpayment of $10,330 made by Colorado 
Springs Utilities and the SDS Partners to the District as it relates to 2020 payment associated with 
Condition 6 of the SDS 1041 Permit. 

$10,706,513 preliminary paid in 2020 (2016-2019 preliminary indexing) 
$10,696,183 final due in 2020 (2016-2019 final indexing) 
     ($10,330) credit for additional interest paid in 2020 (2016-2019 final indexing) 
 
A copy of the finalized 2019 Annual Indexing Methodology Attachment A spreadsheet for the 2016-
2019 indexing period is attached to this document for reference. 
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On April 29, 2020, the SDS Partners (Colorado Springs Utilities, City of Fountain, Security Water 
District, and Pueblo West Metropolitan District) unanimously agreed as part of the SDS Operating 
Committee’s quarterly meeting to allow the Fountain Creek Watershed Flood Control and Greenway 
District’s Watershed Water Activity Enterprise to retain the $10,330 overpayment in 2020 for future 
uses as approved by Utilities on behalf of the SDS Partners.  This overpayment amount is in addition to 
the $50,000,000 paid to date with interest in full satisfaction of Condition 6 of the SDS 1041 Permit 
closing out all obligations under that provision of the Permit.  As such, this overpayment should be 
considered as an additional contribution towards a future project, program, or study within the Fountain 
Creek watershed on behalf of the SDS Partners. 

If you have any questions regarding this matter, or to discuss approval of the District’s use of the 
excess funding, please feel free to contact me at 719-668-3748 or kbinkley@csu.org, or Mark Shea at 
719-310-2083 or mshea@csu.org. 

Sincerely, 

 
Kevin Binkley 
Colorado Springs Utilities 
Project Management Supervisor 
 
 
Attachments: 
- 2020 Annual Indexing Methodology Attachment A Spreadsheet for the 2016-2019 Indexing Period  
  (Preliminary and Finalized Index Values)  
- Pueblo County Resolution No. P&D 14-15 
 
 
cc: David Benbow, Pueblo County Engineering/Public Works 

Carmen Howard, Pueblo County Planning and Development 
Keith Riley, Colorado Springs Utilities 
Mark Shea, Colorado Springs Utilities 

 Phil Tunnah, Colorado Springs Utilities 
 Earl Wilkinson, Colorado Springs Utilities 

Elizabeth Baston, Colorado Springs Utilities 
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Line Instruction Input/Result
1 Start Year for Annual Indexing Calculation. Year for which this annual indexing 

calculation begins. 2018

2 End Year for Annual Indexing Calculation. Year for which this annual indexing 
calculation ends. 2019

3 Producer Price Index (PPI) for Start of Indexing Calculation. Published PPI value(a) for 
November of the year identified in Line 1.

204.4

4 PPI for End of indexing Calculation. Published PPI Value (a) for November of the year 
identified in Line 2.

206.4

5 Annual PPI Value Change. Subtract Line 3 from Line 4, enter -0- if Line 3 is more than 
Line 4. 2.0

6 Annual PPO Percent Change. Divide Line 5 by Line 3 and multiply by 100, enter -0- if 
Line 5 is -0-(b), enter 3.5 if calculated value is greater than 3.5(c).

0.978474%

7 Maximum Amount to be Indexed. Annual payment identified in Condition No. 6, 
including any unpaid annual indexing for seven years prior to the year identified in 
Line 1.

$10,556,587

8 Annual Advance Payment Amount (if any). Total of advance payment made between 
October of the year in Line 1 and October of the year in Line 2. $0

9 Current Amount to be Indexed (principal and prior years' indexing). Subtract Line 8 
from Line 7. $10,556,587

10 Annual Index-based Amount. Multiply Line 9 by Line 6 and divide by 100, enter -0- if 
Line 4 is -0-. $103,293

11 $10,659,880

Balance due after final PPI published on 05/01/2019 $36,303
Total FINAL Annual Payment Amount with Indexing and 2019 Balance $10,696,183
Total Preliminary Annual Payment with Indexing Issed 01/15/2020 $10,706,513
Total January 15, 2020 Underpayment or (Overpayment) ($10,330)

This procedure is for calculating annual indexing pursuant to Condition 6 of the 1041 permit began on October 21, 
2012. 

Total Annual Payment Amount with Indexing. Add Line 9 and Line 10. 

This is the total annual payment if the amount identified in Line 9 is paid by 
January 15 of the year following the year identified in Line 2 and the amount 
identified in Line 10 is paid within one month of U.S. Bureau of Labor 
Statistics' publication of a final PPI (d) for use in Line 4.                                                                

If these amounts are not paid, repeat the steps in Lines 1 through 10 using 
information for the next annual indexing period.

Notes:
(a)     Data Source: U.S. Department of labor, Bureau of Labor Statistics "Producer Price Index for Finished Goods", as 

can be found at  HTTP://www.bls.gov/ppi/data.htm (select "Top Picks" under "Commodity Data including  stage-
of- processing indexes, Producer Price Index - PPI and then select "Finished Goods"- WPUFD 49207 (WPUSOP3000).       

(b)     Negative annual percentage change is considered 0% by mutual agreement of Pueblo County and Colorado 
Springs Utiliites.

(c) Annual percentage increase is capped at 3.5% by Condition No. 6.

(d) U.S. Department of Labor, Bureau of Labor Statistics considers monthly PPI values to be preliminary and subject 
to revision for four months after original publication.



Line Instruction Input/Result
1 Start Year for Annual Indexing Calculation. Year for which this annual indexing 

calculation begins. 2018

2 End Year for Annual Indexing Calculation. Year for which this annual indexing 
calculation ends. 2019

3 Producer Price Index (PPI) for Start of Indexing Calculation. Published PPI value(a) for 
November of the year identified in Line 1.

204.4

4 PPI for End of indexing Calculation. Published PPI Value (a) for November of the year 
identified in Line 2.

206.6

5 Annual PPI Value Change. Subtract Line 3 from Line 4, enter -0- if Line 3 is more than 
Line 4. 2.2

6 Annual PPO Percent Change. Divide Line 5 by Line 3 and multiply by 100, enter -0- if 
Line 5 is -0-(b), enter 3.5 if calculated value is greater than 3.5(c).

1.076321%

7 Maximum Amount to be Indexed. Annual payment identified in Condition No. 6, 
including any unpaid annual indexing for seven years prior to the year identified in 
Line 1.

$10,556,587

8 Annual Advance Payment Amount (if any). Total of advance payment made between 
October of the year in Line 1 and October of the year in Line 2. $0

9 Current Amount to be Indexed (principal and prior years' indexing). Subtract Line 8 
from Line 7. $10,556,587

10 Annual Index-based Amount. Multiply Line 9 by Line 6 and divide by 100, enter -0- if 
Line 4 is -0-. $113,623

11 $10,670,210

Balance due after final PPI published on 05/01/2019 $36,303
Total Annual Payment Amount with Indexing and 2019 Balance $10,706,513

This procedure is for calculating annual indexing pursuant to Condition 6 of the 1041 permit began on October 21, 
2012. 

Total Annual Payment Amount with Indexing. Add Line 9 and Line 10. 

This is the total annual payment if the amount identified in Line 9 is paid by 
January 15 of the year following the year identified in Line 2 and the amount 
identified in Line 10 is paid within one month of U.S. Bureau of Labor 
Statistics' publication of a final PPI (d) for use in Line 4.                                                                

If these amounts are not paid, repeat the steps in Lines 1 through 10 using 
information for the next annual indexing period.

Notes:
(a)     Data Source: U.S. Department of labor, Bureau of Labor Statistics "Producer Price Index for Finished Goods", as 

can be found at  HTTP://www.bls.gov/ppi/data.htm (select "Top Picks" under "Commodity Data including  stage-
of- processing indexes, Producer Price Index - PPI and then select "Finished Goods"- WPUFD 49207 (WPUSOP3000).       

(b)     Negative annual percentage change is considered 0% by mutual agreement of Pueblo County and Colorado 
Springs Utiliites.

(c) Annual percentage increase is capped at 3.5% by Condition No. 6.

(d) U.S. Department of Labor, Bureau of Labor Statistics considers monthly PPI values to be preliminary and subject 
to revision for four months after original publication.



Line Instruction Input/Result
1 Start Year for Annual Indexing Calculation. Year for which this annual indexing 

calculation begins. 2017

2 End Year for Annual Indexing Calculation. Year for which this annual indexing 
calculation ends. 2018

3 Producer Price Index (PPI) for Start of Indexing Calculation. Published PPI value(a) for 
November of the year identified in Line 1. 200.4

4 PPI for End of indexing Calculation. Published PPI Value (a) for November of the year 
identified in Line 2. 204.4

5 Annual PPI Value Change. Subtract Line 3 from Line 4, enter -0- if Line 3 is more than 
Line 4. 4.0

6 Annual PPI Percent Change. Divide Line 5 by Line 3 and multiply by 100, enter -0- if 
Line 5 is -0-(b), enter 3.5 if calculated value is greater than 3.5(c). 1.996008%

7 Maximum Amount to be Indexed. Annual payment identified in Condition No. 6, 
including any unpaid annual indexing for seven years prior to the year identified in 
Line 1.

$10,350,000

8 Annual Advance Payment Amount (if any). Total of advance payment made between 
october of the year in Line 1 and October of the year in Line 2. $0

9 Current Amount to be Indexed (principal and prior years' indexing). Subtract Line 8 
from Line 7. $10,350,000

10 Annual Index-based Amount. Multiply Line 9 by Line 6 and divide by 100, enter -0- if 
Line 4 is -0-. $206,587

11 $10,556,587

This procedure is for calculating annual indexing pursuant to Condition 6 of the 1041 permit began on October 21, 2012.

Total Annual Payment Amount with Indexing. Add Line 9 and Line 10. 

This is the total annual payment if te the amount identified in Line 9 is paid by 
January 15 of the year following the year identified Line 2 and the amount 
identified in Line 10 is paid within one month of U.S. Bureau of Labor 
Statistics' publication of a final PPI (d) for use in Line 4.                                                                

If these amounts are not paid, repeat the steps in Lines 1 through 10 using 
information for the next annual indexing period.

Notes:
(a)     Data Source: U.S. Department of labor, Bureau of Labor Statistics "Producer Price Index for Finished Goods", as 

can be found at  HTTP://www.bls.gov/ppi/data.htm (select "Top Picks" under "Commodity Data including  stage-
of- processing indexes, Producer Price Index - PPI and then select "Finished Goods"- WPUFD 49207 (WPUSOP3000).       

(b)     Negative annual percentage change is considered 0% by mutual agreement of Pueblo County and Colorado 
Springs Utiliites.

(c) Annual percentage increase is capped at 3.5% by Condition No. 6.

(d) U.S. Department of Labor, Bureau of Labor Statistics considers monthly PPI values to be preliminary and subject 
to revision for four months after original publication.



Line Instruction Input/Result
1 Start Year for Annual Indexing Calculation. Year for which this annual indexing 

calculation begins. 2016

2 End Year for Annual Indexing Calculation. Year for which this annual indexing 
calculation ends. 2017

3 Producer Price Index (PPI) for Start of Indexing Calculation. Published PPI value(a) for 
November of the year identified in Line 1. 192.4

4 PPI for End of indexing Calculation. Published PPI Value (a) for November of the year 
identified in Line 2. 200.4

5 Annual PPI Value Change. Subtract Line 3 from Line 4, enter -0- if Line 3 is more than 
Line 4. 8.0

6 Annual PPI Percent Change. Divide Line 5 by Line 3 and multiply by 100, enter -0- if 
Line 5 is -0-(b), enter 3.5 if calculated value is greater than 3.5(c). 3.500000%

7 Maximum Amount to be Indexed. Annual payment identified in Condition No. 6, 
including any unpaid annual indexing for seven years prior to the year identified in 
Line 1.

$10,000,000

8 Annual Advance Payment Amount (if any). Total of advance payment made between 
October of the year in Line 1 and October of the year in Line 2. $0

9 Current Amount to be Indexed (principal and prior years' indexing). Subtract Line 8 
from Line 7. $10,000,000

10 Annual Index-based Amount. Multiply Line 9 by Line 6 and divide by 100, enter -0- if 
Line 4 is -0-. $350,000

11 $10,350,000

This procedure is for calculating annual indexing pursuant to Condition 6 of the 1041 permit began on October 21, 2012. 

Total Annual Payment Amount with Indexing. Add Line 9 and Line 10. 

This is the total annual payment if te the amount identified in Line 9 is paid by 
January 15 of the year following the year identified Line 2 and the amount 
identified in Line 10 is paid within one month of U.S. Bureau of Labor 
Statistics' publication of a final PPI (d) for use in Line 4.                                                                

If these amounts are not paid, repeat the steps in Lines 1 through 10 using 
information for the next annual indexing period.

Notes:
(a)     Data Source: U.S. Department of labor, Bureau of Labor Statistics "Producer Price Index for Finished Goods", as 

can be found at  HTTP://www.bls.gov/ppi/data.htm (select "Top Picks" under "Commodity Data including  stage-
of- processing indexes, Producer Price Index - PPI and then select "Finished Goods"- WPUFD 49207 (WPUSOP3000).       

(b)     Negative annual percentage change is considered 0% by mutual agreement of Pueblo County and Colorado 
Springs Utiliites.

(c) Annual percentage increase is capped at 3.5% by Condition No. 6.

(d) U.S. Department of Labor, Bureau of Labor Statistics considers monthly PPI values to be preliminary and subject 
to revision for four months after original publication.
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