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MONDAY, OCTOBER 21, 2013, 9:07 A M

SPECI AL MASTER: Ckay. W're back on the
record now. And so, again, good norning, everybody.
And just a brief update on where | think we are in
terms of courtroons this week. It does |ook |ike for
Wednesday we'll need to be over at the Ol and Gas
Comm ssi on hearing room

But then on Thursday, it |ooks |ike we m ght
be able to be back here again over in the -- | want to
say Snowy Mountain courtroom And once we get over to
the Snowy Mountain courtroom we mght actually be
there not only for the remainder of this week but for
all of next week.

So | think we're just tal ki ng about novi ng
over that one day. And, in fact, technically, we m ght
only need to be out of here for the afternoon on that
particular day. But | assune if we're going to nove
over there, we mght as well nove over there for the
entire day.

But if counsel want to tal k about that.
Again, | think at the nonment, it |ooks |like we wll
definitely be squeezed out of the courtroom on
Wednesday afternoon but that, with |uck, on Thursday,
we'll be able to nove back in. So during a break, you

m ght just want to tal k about that and see what you
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

woul d prefer in the way of managing that. And |I']|
keep you updated as to what's actually occurring.

So, M. Davis, welconme back to the w tness
stand this norning. And, M. W-chsler, | believe that
you were in the mddle of your direct exam nation.

MR. VWECHSLER: Yes, Your Honor. Thank you.

TI MOTHY DAVI S ( CONT.),
havi ng been first duly sworn, testified as foll ows:
DI RECT EXAM NATI ON CONTI NUED

BY VMR WECHSLER:

Q Can you hear ne wi thout |owering the
m cr ophone?

Good norning, M. Davis.

A Good nor ni ng.

Q On Thursday before the weekend, we were
di scussing the adm nistration and regul ati on of
pre-1973 rights; do you recall that discussion?

A Yes.

Q Just to get us in the right place for this
nor ni ng, could you sunmmarize the regulation and
adm nistration of -- that occurred in Montana prior to
19737

A. Prior to 1973, water rights had to either
be -- they were prinarily use rights. Wen you put

water to a beneficial use, that established the water
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

right. O vyou could file a water right with the clerk
of the district court.
For water adm nistration, it was primarily

t hrough an informal call process or through the
district courts and having the district courts put a
conmm ssi oner on when you had an enforceabl e decree.

Q In 1972, did the State of Mntana adopt a new
constitution?

A Yes.

Q What i npact did the 1972 Montana constitution
have on water adm nistration and regul ati on?

A Primarily three inpacts. First, it
established that all waters in the state of Mntana
bel onged to the state for the beneficial use of its
people. It directed the state to create a centralized
dat abase of water rights, and it confirmed all existing
water rights in the state.

Q Are you famliar with the termthe Water Use
Act ?

A Yes.

Q And now, we've given the State of Wom ng a
set of laws; do you have one before you?

A | do.

Q And | believe we've al so provided one for the

Speci al Master. And --
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

SPECI AL MASTER. Ckay. | have a copy now.
Thanks.
BY MR WECHSLER:

Q Is this what you would commonly refer to as
the Water Use Act?

A Yes.

Q So what is this?

A It's Title 85, Chapter 2 of Mntana Code
Annotated. And it generally outlines -- when we think

of the Water Use Act, it generally outlines water right
regul ati on, water adjudication, the centralized
dat abase of water rights, as well as water
reservations, water conpacts.
Q Those laws are generally found in Title 85 in

this vol une?

A Yes.

Q Do you have Exhibit M30 before you?

A Yes.

Q If you would turn, please, to pages 2 and 3.
A Ckay.

Q Do you have that?

A | do.

Q And here, this is under the headi ng Montana

Wat er Use Act. Looking first at the first point, could

you explain what No. 1 there is describing?
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

A No. 1 on page 2 describes, basically, that --
the process of adjudicating all those rights that were
confirmed by the '72 constitution, so all existing
rights. And it's -- established the process for
adj udi cating through the courts those water rights.

Q So noving on to 2, this was another change
that occurred with the Montana Water Use Act?

A Correct. The Montana Water Use Act created
the permt systemfor establishing for obtaining new
water rights. And that's what No. 2 relates to.

Q How about No. 3?

A No. 3, the Water Use Act also created the
process for authorizing changes to existing water
rights.

Q  And No. 4?

A Details the centralized records system for
pre-'73 water rights and then all other water rights
after that.

Q And how about point No. 5 on page 3 of
Exhi bit M230?

A No. 5 details a systemwas provided to
reserve water for future consunptive uses as well as
for instreamfl ows.

Q What water in Montana is covered by the

Mont ana Water Use Act?
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

A Al waters.

Q Does that nean that all water that is
beneficially used in Montana is regul at ed?

A Yes.

Q You talked a little bit about the Mntana
Water Court. In 1979, the Montana Water Use Act was

anended; is that correct?

A Yes.

Q And that amendnent, sonetinmes you'll see in
the literature it referred to as Senate Bill 76 or
SB767?

A Correct.

Q Can you describe the major changes that
occurred in 1979 to the Montana Water Use Act?

A Senate Bill 76 established a water court in
Mont ana to oversee a statew de general conprehensive
adj udi cati on and establish a general statew de

adj udi cat i on.

Q Montana still have a water court?

A Yes.

Q How many j udges are on the Montana \Water
Court ?

A Two.

Q Where is the court | ocated?

A Bozeman.
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

Q And does the water court -- are there also

wat er nasters associated with the water court?

A Yes.
Q What are the functions of the water masters?
A Wat er nasters review summary reports of the

Depart nent of Natural Resources and Conservation before
a decree is issued. They also hear cases -- hear
obj ections. They hold hearings at the direction of a
wat er judge on objections as well as issue renmarks and
make recommendati ons to the water judge.

Q Utimtely, the water court and the water

j udges have responsibility for the adjudications in

Mont ana?

A Yes.

Q Now, what do you understand an adjudi cation
to be?

A The adjudication is the establishnment of

water rights by priority on a stream

Q Based on the historic beneficial use of those
water rights?

A Yes.

Q And as part of the changes that occurred in
1979 with Senate Bill 76, did the State of Mntana
undertake a statew de adjudi cation?

A. Yes.
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

Q And what do you nean by a "statew de
adj udi cation"?

A The general statewde -- it's a general
st at ewi de conprehensive adjudication that was
established in 1979. Means that every basin in the
state woul d be adjudi cated. There would be eventually
an enforceable and final decree in every basin
outlining priorities for every basin within the state.

Q An attenpt to capture all of the existing
water rights as of that tinme period?

A As of '73, correct.

Q You tal k about the role of the water court in
t he adj udi cati on process. Does DNRC al so have a role
I n the adjudication process?

A Yes.

Q What is DNRC s role in the adjudication
process?

A DNRC s role -- primary role in the
adj udi cation process is to serve as an armof the water
court to exam ne pre-1973 water right clains, but also
to help resolve issue remarks in an informal process
and assist district courts in water distribution and
enf orcenent according to the decrees.

Q On Thursday you described what is one of the

bureaus of the Water Resources Divi sion. | think it's
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

cal l ed the Adjudication Bureau?

A Yes.

Q And ultimately, you are responsible for the
Adj udi cati on Bureau?

A Yes.

Q | f you could, please, turn to Exhibit M33.

A M2337?

Q Yes, sir.

A | don't have M233.

Q You can al so use the screen. |It's being
shown on the viewfinder, and | believe that's a -- it's

a one-page exhibit. So that's the entire exhibit.

all the basins within the state as of July 17th of this

year.
Q And in the |Iower left-hand corner, it
indicates -- it has a logo fromthe DNRC, do you see
t hat ?
A Yes.
Q Is this a map that was produced by the DNRC?
A It was.
Q It appears to be fromJuly of 20137
A It is.

A

Q
A

Yes, | have it.
Can you pl ease descri be Exhibit M33?

This is a status map of the adjudication for
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

MR. VWECHSLER: Your Honor, at this point, we
woul d of fer Exhibit M33.

SPECI AL MASTER: Any obj ection?

MR. KASTE: No objection.

SPECI AL MASTER: Ckay. |If no objection, then
Exhibit M233 is admtted into evidence.

(Exhi bit M233 admitted.)

BY MR WECHSLER:

Q M. Davis, do you see -- well, does Exhibit
M233 provide the status, as you understand it, in
July 2013, for the statew de adjudi cati on process?

A Yes.

Q How did the courts determ ne which basins to
take first?

A There is, by statute, an order set out for
how to prioritize which basins would be exam ned first.
There's also, if a -- if a water dispute has been
certified to the water court, those also get priority.

Q Do you see the Tongue River Basin on Exhibit
M2337?

Yes.

Does it have a designation of a nunber there?

> O »

Yes. It is B -- | nean, 42B and C
Q So | ooking at Exhibit M233, what is the -- or

what was the status of the adjudication in the Tongue
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

Ri ver Basin as of July 20137

A Bot h basins have a prelimnary decree on
t hem

Q Looki ng at your Water Use Act, Title 85, if
you could turn, please, to Chapter 2, which I believe
IS on page 52.

A Ckay.

Q And what is contained in part 2 there?

A. Part 2 begins the adjudication of water
rights, the statutes as relates to the adjudication of
water rights on page 52.

Q So this part contains the majority of the
Mont ana statutes related to the adjudication process;
Is that fair?

A Yes.

Q So was there a point, in Mntana, that al
wat er users had to file a claimin the adjudication
process?

A Yes, by 1982, or they could file late clains
in 1996.

Q So by 1996, all clains were before the water
court for water rights that were in use as of that
time?

A. As of -- yes, as of 1973.

Q Now, were there any exenptions fromthe
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

requi renment of filing a claimin the adjudication?

A Yes. Yes.

Q What were those exenptions?

A There were exenptions established for
I n-stream stock watering as well as groundwater for
stock and donestic use.

Q What does it nean that stock water rights
were exenpted fromthe claimfiling process?

A. The exenpt rights did not need to be fil ed.
But it did not nean that those rights were not part of
the adjudication, that they did not |ose those rights;

they just did not need to file them

Q Those rights mght still be in existence?
A Yes.
Q They sinply -- it was not a requirenent that

they file as part of the adjudication?

A Correct.

Q I f sonmeone elected to file a stock water
claim could they file that in the adjudication?

A Yes.

Q And then there would be a record of those
filed clains?

A Yes.

Q But that wouldn't be a conplete record of the

stock water rights because there m ght be others that
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

were not filed?

A Correct.

Q And who woul d have the best information about
t hese stock water rights that were not filed?

A The wat er users on any particular stream

Q So could you pl ease describe the way in which
clains were filed and collected by the water courts?

A A claimant would submt the claimformto the
departrment. It would include information: the stream
the nane of the water source, the place of use, the
anount that they are claimng, and the period of use,

as well as other information.

Q I n Exhibit M230, on page 8.

A Yes.

Q Under the heading criteria; do you see that?
A | do.

Q And so is this a listing of the criteria and

things that need to be included in a claimin the
adj udi cati on process?
A Yes.
Q Now, after a water user file is clained in
t he adjudi cati on process, what was the inpact of that
cl ai nf?
A The water user was entitled to use the water

as claimed until it was nodified by the court and the
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

decree process.

Q So they were entitled to use the anmount of
their clainf

A Yes.

Q So when you say nodified by the water court,
what woul d constitute nodifying a clainf

A If the -- throughout the adjudication
process, if the court decreased the anmount of the fl ow
rate, decrease -- changed the place of use, nmade any
changes to the claimin one of its decrees, that would
nodi fy how the water could be used.

Q So, for exanple, if sonmeone filed a claim
they would be entitled to use up to the full amount of
that claimunless prelimnary decree changed that
cl ai nf

A Yes.

Q Coul d you turn, please, again, in the Mntana

Water Use Act to page 58 to 85-2-227.

A Yes, |I'mthere.

Q And are you famliar with this statute?
A Yes.

Q Coul d you read that No. 1 there?

A. "For purposes of adjudicating rights,

pursuant to this chapter, a claimof an existing right

filed in accordance with 85-2-221 or an anended claim
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

of existing right, constitutes prim facie proof of its
contents in the issuance of a final decree. For

pur poses of adm nistering water rights, the provisions
of a tenporary prelimnary decree or a prelimnary
decree as nodified after objections and hearings,
supercede a claimof existing right until a final
decree is issued."

Q That's what you just described; is that

correct?
A Correct.
Q So, now, does a claiminclude the flowrate

that the water user is entitled to put to benefici al
use?

A Typical ly, yes.

Q Now, if there's -- in the adjudication
process, is there a standard flow rate that is applied
I n adj udi cati on?

A There are standards that are applied for
different types of clains. For exanple, for an
irrigation right, the standard is used at 17 gallons
per m nute per acre.

Q Can you translate that into CFS?

A. | won't try to do math. But that generally
translates to 26 acres for 1 CFS for irrigation.

Q That's in rough nunbers?
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TI MOTHY DAVI S - Cctober 21, 2013
Direct Exam nation Cont. by M. Wchsler

A Roughl y.

Q So 1 CFSis used to irrigate 26 acres?

A Yes.

Q | believe we heard | ast week that M. Book,

in his analysis, used 1 CFS for 40 acres; do you recall

t hat ?
A Yes.
Q So woul d you say that M. Book was being

conservative?

A Yes.
Q How i s that standard flow rate determ ned?
A The flow rate conmes from what are known as

t he Montana Suprenme Court C ai ns Exam nati on Rul es.
And it was established -- it's ny understandi ng that
was established by a conparison of irrigation
ef ficiency standards.

Q Utimately, it's an anount that Montana

believes is 1 CFS can be beneficially put to use on

26 acres?
A Through the adjudi cation process, correct.
Q If a claimant cones in and shows that they

need nore or |ess water, would they be able to
establish that?
A. | f they provided evidence, yes.

Q It would be their burden?

It
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A. Yes.
Q Utimtely, does the water court -- through
its final decree, wll it determ ne the anount of water

that a water user is entitled to put to beneficial use?

A Yes.

Q Gkay. So, now, we tal ked about the clains
process. After the clains process, what's the next
step in an adjudication in Mntana?

A. After a claimis filed with the departnent,

t he departnment then examnes the claimto see if
there's any discrepancies and if it neets the
standards. And if there are discrepancies or there are
guestions that the departnent has about the claim we
woul d contact the claimant and try to address those.

Q How does the DNRC go about exam ning the
cl ai ns?

A Typically, for an irrigation right, we would
conpare the claimto the water resource survey. So
bet ween 1940 and 1960s, irrigation was napped across
the state in water resource surveys. So we conpared
what was clainmed to the water resource survey for the
area, and then we would al so conpare it to aeri al
phot ogr aphy.

Q Again, if you could refer to Exhibit M30.
This tinme, at page 12. Do you have it?
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A | do.

Q And what does this flowhart show?

A This flowchart shows the clains exam nation
process, fromthe clains being filed through a decree
bei ng i ssued.

Q For each claim is there soneone fromthe
DNRC who is assigned to be involved in that
exam nati on?

A Yes.

Q And they'll go through that process that you

descri bed?

A Yes.

Q Fol | owi ng the steps shown here on page 12?
A Yes, up through issuing a summary report.

Q Now, if there's a need to go out and ground

check sonething in the claim do individuals from DNRC
go out and | ook at the water right, the |and invol ved?

A Qccasional ly.

Q At what stage are remarks nmade?

A | ssue remarks are issued typically during the
exam nati on process.

Q And, again, can you describe what an issue
remark is?

A. An issue remark is if there's discrepancy or

there's questions about the claimthat are not --
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cannot be addressed through the exam nation, those
woul d be added to the claim and they need to be
resol ved before a final decree.

Q Resol ved by whonf

A The -- a water judge.

Q Sonetinmes it initially goes to a water

A Yes.

Q You described that at the end of the DNRC
exam nati on process, a sumrary report i s generat ed.
Can you pl ease sunmarize what a sunmary report is?

A A sunmmary report is the list of water rights
by priority with the flowrates in -- it's essentially
a draft decree that's generated by the departnent and
then sent to the water court to be reviewed by the
wat er court. And then they would use that summary
report and -- when issuing a prelimnary decree. They
would nodify it if they felt that there need to be

changes to it.

Q That summary report al so includes the
remar ks?

A Yes.

Q Are there rules for exam nation of water

clains in Mntana?

A. Yes.
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Q Who est ablishes those rul es?

A The Mont ana Suprene Court.

Q And then are there al so guidelines
establ i shed by the DNRC for exam nation?

A Yes.

Q Now, | want to ask you -- well, first, are
t hose avail abl e online?

A Yes.

Q So they are available to water users to see
how t hose cl ai ns are eval uat ed?

A Yes.

Q Wth regard to reservoirs, can you generally
describe the rules wwth regard to the volune of a
reservoir?

A Yes. Very generally, if a reservoir -- under
t he Montana Suprene Court C ains Exam nation Rul es, an
| ssue remark concerning vol unme woul d not be added
unl ess the capacity claim-- the volune clai nred exceeds
the capacity by two tines that capacity.

Q In other words, if a claimcane before the
DNRC cl ai ns exam ner and it only was asking for
one-and-a-half fills, that claimwuld not even receive
an exam nati on remark?

A. Typically, no.

Q And so that wouldn't be sonething that the
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wat er court woul d even have to review?

A There woul d not be an issue remark to be
resolved. They would still review the claim but they
woul d not need to resolve the issue remark.

Q So if | understand you correctly, an issue
remark is put on a reservoir claimonly if there is a
claimfor two tinmes the volune of the physical vol une
of the reservoir?

A. Typically and generally. There may be ot her
| ssue remarks that can be placed on an individual
claim

Q You described the summary report. \Wat's the
next step, after that is produced, in the adjudication?

A The -- a water master would typically review
the summary report. And a water judge would issue a
prelimnary decree. And then a prelimnary decree
woul d then go to be publicly noticed, and an objection
period woul d begi n.

Q So starting with the prelimnary decree, what
Information forns the basis of a prelimnary decree?

A Three -- it's three itens: |It's the sumary
report, the clains thenselves, and if there are any
conpacts in the basin, those would be incorporated as
wel | .

Q |'"'msorry. D d you say conpacts?
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A Conpacts; federal or tribal conpacts.

Q Can you look in Title 85 again, the Water Use
Act. And | think that's a good tinme to point out that
the Water Use Act also contains the conpacts in

Montana; is that correct?

A. Correct.
Q So if you would I ook, please, with ne at page
273. Is this the codification of the Yell owstone Ri ver

Conpact in Montana?

A Yes.

Q And in this case, we've al so discussed the
Nort hern Cheyenne Conpact. |If you'd turn, please, to
page 297.

A Ckay.

Q And this is the codification of the Northern
Cheyenne Conpact; is that correct?

A Correct.

Q So then noving back to the adjudication
process. You nentioned there's public notice of the
prelimnary decree; howis that public notice given?

A There is a -- notice is nmailed to water users
in the basin, as well as public notice is posted in
what ever the |ocal paper is.

Q That public notice alerts other water users

of the prelimnary decree?
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A Yes, of the prelimnary decree and the
opportunity to object.

Q So at that point, water users who think that
it's inmproper or that it mght inpact their water have

the opportunity to object?

A Correct.

Q And if there are objections, are hearings
hel d?

A. If the objection is not settled, then, yes,

typically a hearing is held.

Q So the water users thensel ves coul d work out
an agreenent on the objections?

A Correct.

Q That would be filed wth the adjudication

court?

A Correct.

Q | f necessary, who holds a hearing?

A Either a water judge or, if directed, a water
mast er .

Q At this stage, if there are no objections, is

this when the issue remarks are resol ved?

A If there are no objections, then issue
remarks are typically -- the water court wll often
direct the Departnent of Natural Resources and

Conservation to try to resolve the issue remarks
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informally. If that does not succeed, then it would go
back to the water court to make a deci sion upon the
| ssue remarks.

Q Eventual |y, the whol e process ends up in a
final decree?

A Correct.

Q Turning now to the Tongue River adjudication.
What's the status of the Tongue River adjudication?

A. There's a prelimnary decree currently on the
two basins in the Tongue River. The objection period
has cl osed, and objections are being heard or resol ved
at this point.

Q What does that nmean for water users in the
Tongue R ver Basin?

A The water users can use water according to

that prelimnary decree.

Q So currently that prelimnary decree forns
the basis that -- upon which they can use their water
right?

A Correct.

Q Including -- if it contains a flow rate,

I ncluding that flow rate?

A Correct.
Q Up to the maxi mum anount of that flow rate?
A Correct.
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Q Do you have before you Exhibit M, which has
been previously admtted?

A | believe so.

Q | think it may be in the --

A Oh, in here? Yes.

Q Coul d you turn, please, to page D1, which is
found at page 125 of Exhibit M?
Ckay.
And turn, please, to page 126.
Ckay.

o > O »

And so for the next four pages is a series of
maps. At the top it indicates Departnent of Natural

Resour ces and Conservation exam nation report; do you

see that?

A Yes.

Q And what are these docunents?

A These docunents are the conparison by the
departnment of the clainmed place of use and -- as

conpared to the water resource survey and the digital
phot ogr aphs that were exam ned by the departnent when
examning this claim

Q This is one of the products of that clains
exam nation that the DNRC does?

A Correct.

Q On that page 125, it indicates the owner is
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Nance Cattle Conpany. Are you famliar with this

right?
A Yes.
Q And is this the first right on the river?
A The first irrigation right, correct.
Q Are there any rights before it?
A There are several filed stock rights that are

nore senior.

Q So if you ook at the series of maps found on
pages 126 through 129 of M6 here, it's |ooking at the
way the exam nation is done using the water resource
survey and the aerial photography; is that right?

A Correct.

Q Now, if you recall, we |ooked at -- on
Thursday, at Exhibit M43, which was the 1914 M| es
City Decree; do you renenber that?

A Yes.

Q And do you renenber that this particul ar
wat er right was included in that decree?

A Yes.

Q So how does the current ongoi ng adj udi cation
process relate to that previous 1914 decree?

A. Currently, the 1914 decree is the only
enf orceabl e decree on the Tongue River. It will be

eventual |y replaced by an -- a new enforceabl e decree
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or final decree at the end of the adjudication process.

Q So those rights are actually included in the
current ongoi ng adjudi cation?

A If the claimants filed the -- there may be
cases where you woul d have an enforceable -- a historic
enforceabl e decree like the Mles City Decree where not
all of the clains were filed with the -- in the
adj udi cation process, in which case they woul d not have
those clainms. |It's ny understandi ng, however, that
nost of the clains were filed, fromthe 1914 decree, in
the current adjudication process.

Q Turning to page 133 of Exhibit M.

A Ckay.

Q And what is this docunent?

A This docunent is a master's report. There
was an objection by the United States Governnent, the
Bureau of Indian Affairs, to the Nance water right
claim And this is a master's report outlining the
master's reconmendation of the stipulation that cane
out of the settlenment of that objection.

Q And then if you | ook back on page 130 and
131.

A. Ckay.

Q What is that document?

A That is the abstract for the water right
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cl aim

Q It lists the owner and the priority date; is
that right?

A Correct.

Q And it goes on to list the flowrate and the
pl ace of use?

A Correct.

Q And in this case, there's an exam nation
where it indicates remarks; do you see that?

A Yes.

Q And it indicates that there were no

significant facts?

A Correct.
Q To report to the water court?
A Correct.

Q Now, we heard from M. Book that here, if you
| ook at the maximum acres, is |isted as 4267?

A Yes.

Q And then was that changed by the master's
report?

A It was not changed by the master's report.
It was changed by the forner Chief Water Judge Lobel's
order adopting the master's report and adopting the
stipulation and nodi fying the clai mpursuant to that

stipul ati on.
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Q In other words, for this particular right
there were objections?

A Yes.

Q And then there was -- it appears to be a

hearing held before the water master?

A | don't know if there was a hearing or if it
was sinply a -- the objection was settled prior to a
heari ng.

Q Then reviewed by the water naster?

A Correct.

Q And then you see on page 137 there's an order

adopting the water master's report?
A Correct.
Q So that's essentially the way the
adj udi cati on process proceeds?
A Correct.
Q You are the current conmm ssioner for the
Yel | owst one Ri ver Conpact Comm ssion; is that right?
A Correct.
Q And in that role, have you had the

opportunity to review the m nutes of previous YRCC

meet i ngs?

A. Not conprehensively, but |'ve reviewed sone
of them

Q And in your general review of those m nutes,
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are you aware that Mntana kept Wom ng generally
I nformed of the stage and process at which the
adj udi cati on was in?
A Yes.
Q Do you know how far that dates back?
A My -- the docunents that | have reviewed go
back to the 1990s.
Q And does that include the period when the

obj ecti ons woul d be open to water right?

A Yes.
Q Staying on the issue of adjudications in
Montana, | want to ask you a little bit about the stock

water rights. And you said earlier that stock water
rights were not required to file an adjudication; is
that correct?

A Correct.

Q They could option -- they could elect to do
t hat optionally?

A Yes.

Q And you had the opportunity to check and see
how many stock water clains have been filed in the
Tongue River Basin prior to 19507

A Yes.

Q How many rights is that?

A Approxi mately 48 rights.
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Q And as we said, that doesn't include -- it
| i kely does not include all of the stock water clains
I n the Tongue Ri ver Basin?

A Correct.

Q And why is that?

A There was -- as | stated earlier, there were
stock water -- instreamstock water rights were not
required to be clained. And in many cases, people did
not claimthemfor that reason.

Q Does DNRC have gui delines that determ ne how
much water is consuned by a stock?

A Yes. As outlined by the Montana Suprene
Court C ai ns Exam nation Rul es.

Q And what are the guidelines?

A It's generally 30 gallons per day per ani nal
unit, which translates to a cow calf pair, for exanple.

Q Turning to the Tongue River Reservoir water
right, when was that claimfiled?

A The water right was filed in 1937. And then
it was -- a claimwas filed, | believe, in '82, 1982.

Q So when you nean the claimwas filed in 1982,
you nmean in the adjudication process?

A. In the adjudication process. But the
original claimwas filed with the clerk of the district

court in 1937.
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Q In the adjudication process, was there an
objection filed?

A Yes.

Q Do you know by whonf

A The objection was filed by, again, the United
States of America. | believe it was the Bureau of

Recl|l amat i on.

Q There may have been other parties involved?
A Yes.
Q Were there negotiations over those

obj ecti ons?

A Yes.

Q And at the time, you were the adm nistrator
of the Water Resources Division; is that correct?

A During the negotiations, correct.

Q So were you generally kept informed about the

negoti ati ons?

A Yes.

Q If you could turn, please, to Exhibit M26.
A Ckay.

Q Do you recogni ze this docunent?

A Yes.

Q What is it?

A. This is the anmended stipulation to that --

settling that objection to the Tongue Ri ver Reservoir
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rights.
Q Utimately, the parties resolved their

di fferences?

A Correct.

Q And this is the product of that stipulation?
A Yes.

Q O of those negotiations?

A Yes.

Q If you could turn with me to what's | abel ed

at the bottomas Mri5119; do you see that?

A Yes.

Q Was this docunment, to your know edge, filed
I n the adjudication?

A Yes.

Q And then if you continue to the next page,
page 7 of 10; do you see that?

A Yes.

Q This appears to be a signature froma
M. Fred Robinson; do you know who M. Robinson is?

A M. Robinson is the attorney for the State
Water Project Bureau within the Water Resources
Di vi si on of DNRC.

Q Part of the DNRC?

A Correct.

Q The next page here, page 8 of 10, this
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appears to be a signature fromthe United States Bureau
of Reclamation. And |I think you said that they were
I nvolved; is that correct?

A Correct.

Q Now, the next page on ny version is not
particularly legible. But if you nove to the next page
at 9 of 10; do you see that?

A Yes.

Q And here this appears to be the signature of
a Ms. Brenda Lindlief Hall; do you know who she is?

A Ms. Lindlief Hall is the attorney for the
Tongue River Water Users' Associ ation.

Q Next page appears to be the signature of a
Jeanne Whiteing; do you see that?

A Yes.

Q Who is Ms. Wiiteing?

A Ms. Whiteing is attorney, is counsel for the
Nort hern Cheyenne Tri be.

MR. VWECHSLER: Your Honor, at this point |
woul d nove the adm ssion of Exhibit M26.

MR. KASTE: No objection.

SPECI AL MASTER: Thank you. So Exhibit NMb26
Is admtted i nto evidence.

(Exhibit M526 admitted.)
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BY MR WECHSLER:

Q How did this stipulation fit into the
adj udi cati on process?

A This stipulation settled all of the
objections to the Tongue River Reservoir right. It is
currently before a water master who would draft a
master's report to the water judge. And then the water
j udge woul d deci de whether to adopt it as --
essentially adopt it into the decree itself.

Q In this particular case, we went and | ooked
at the signatures. W were the stipulating parties?

A The Northern Cheyenne Tribe, the Bureau of
Recl amati on, the Tongue R ver WAter Users' Associ ation,
and the State of Montana.

Q What is the status of this particular right
for the Tongue Ri ver Reservoir?

A It is currently as listed -- Tongue River
Reservoir right is currently -- until the stipulation
Is acted upon, it is currently as listed in the
prelimnary decree.

Q Are there any remaining objections for this
right?

A No.

Q And the period for filing objections on this

stipul ati on has passed?
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A Yes.

Q Have you had an opportunity to see other
cases in which a stipulation was filed in an
adj udi cati on?

A Yes.

Q And in your experience, how has the water
court addressed those?

A In ny experience, the water court has adopted
the stipulation typically as a consent decree,
essentially adopting the stipul ated | anguage, the
changes to the claiminto the decree itself.

Q Could you turn to page 3 of 10, please.

A Ckay.

Q And |'m | ooking at paragraph 6. And the
third sentence indicates that the two rights, neaning
the Montana right that's the subject of this
stipulation and the NCT, Northern Cheyenne Tribe right,
are comm ngl ed and admi nistrative we -- let ne start
over.

"The two rights, however, are conm ngled and
adm ni stered conjunctively according to an operation
pl an devel oped pursuant to the conpact"; do you see
t hat ?

A Yes.

Q What conpact do you understand that to be
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referring to?

A The Northern Cheyenne Tri be Conpact with the
State of Montana.

Q You understand there was an operating plan
t hat was devel oped pursuant to that conpact?

A Yes.

Q And we'l|l hear nore about that from M. Kevin
Smth. Wat does it nean for a right to be comm ngl ed
and adm ni stered conjunctivel y?

A The two rights share the sane priority date
and shortages and there's only one operator that
supplies both rights.

Q Let's turn away fromthe adjudication and to
the adm ni stration of water in Montana. And we talked
earlier, but can you rem nd ne, please, how you
under stand adm ni stration of water? What do you
under stand adm ni stration of water to nean?

A Adm nistration of water in Montana is the

di stribution and enforcenment of water by priority.

Q If you could, please, turn to Exhibit M52.
A Ckay.

Q Do you have that?

A | do.

MR. VWECHSLER: Your Honor, may | approach? |

understand you may not have a copy.
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SPECI AL MASTER: If it is M52 entitled Vater
Ri ght Dispute Options, | do have a copy.

MR. VWECHSLER: Thank you.
BY VMR WECHSLER:

Q Coul d you pl ease descri be Exhibit M52?

A Exhi bit M52 is a two-page docunent put out
by the Water Resources Division of the Departnent of
Nat ural Resources and Conservation that |ays out the
different options for resolving water right disputes if
the informal call process, that | tal ked about the
ot her day, does not work.

Q This is a docunent, it indicates at the top,

t hat was produced by the Water Resources Division?

A Yes.

Q And of which you are in charge?

A Yes.

Q And this was done by a staff of the DNRC
Wat er Resources Division?

A Correct.

Q Is it also currently available on the website
of the DNRC?

A | believe so.

Q And, in fact, if you | ook at the second page

here, it indicates the site.

A. | see that.
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MR. VWECHSLER: Your Honor, at this point, I
woul d nove the adm ssion of Exhibit M52.

MR. KASTE: No objection.

SPECI AL MASTER: Ckay. Thank you. Exhibit
Mb52 is admtted into evidence.

(Exhibit M52 admitted.)
BY MR WECHSLER
Q | want to -- there's been a |lot of discussion

in this case about the way that water disputes in
Mont ana are resolved. And so | actually want to wal k
down each of these options and have you say a little
bit about them

So if you would, please, starting with No. 1
| isted on Exhibit M52, please summarize that option.

A If an informal call is unsuccessful at

addr essi ng di spute between water users, then the first
option would be to -- as laid out on this sheet, is to
file a court action with the appropriate district court
asking for a tenporary restraining order or a
prelimnary injunction to stop the water use fromthe
j uni or.

Q So | want to back up again. And you said if

a call is not honored. So in Mntana, please rem nd us
how a call is nade.
A A call is typically made informally between
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wat er users.
Nei ghbor to nei ghbor?
Yes.

Potentially sinply talking to each other?

> O > O

Yes.

Q Now, can | get you to turn to what should be
before you and is Exhibit J68?

A | have it.

Q Are you famliar with this docunent?

A General ly.

Q You' ve reviewed it as part of your work in
this case?

A Yes.

Q And what do you understand this to be?

A | understand this to be a letter fromthe
former division adm nistrator of the Water Resources
Di vision, Jack Stults to Pat Tyrrell, the state
engi neer of Wom ng, requesting that Wom ng adm ni ster
the waters of the Tongue and Powder Rivers to curtai

their post-'50 diversion.

Q A formal witten call letter?

A Yes.

Q In Montana, are formal witten call letters
requi red?

A No.
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Q Is a call letter required to be in witing at
all?

A No.

Q And does the call have to be from any

particul ar person?

A No.

Q Based -- so would you describe the way in
which calls in Mntana are nmade as i nformal ?

A. The -- it can take many different forns. But
it can be as sinple as a water user picking up the
phone and calling a junior -- a senior water user
pi cking up the phone and calling a junior water user
and asking themto shut off because they are not
receiving their water.

Q Based on your experience, is that an
effective way of making calls?

A I n many cases.

Q Way is that?

A That it -- if you |look at the -- | would use
t he Tongue River as an exanple of how sonetines the
systens are fairly sinple to adm nister when it cones
to priority. On, for exanple, the Tongue River --
really, once the flows across the -- the direct flows
across the border drop below, |I believe it's 197.98

CFS, there are really only two direct flowrights in
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priority below the reservoir. And those -- and so when
the T & Y Canal calls for their flowrate, there's only
one ot her water user above them who has a direct flow
right, and that would be M. Nance. So it's a fairly
easy systemto adm nister fromthat perspective because
every other water right on the system at that point,
woul d be contract water.

Q Many tinmes you're tal king about small river
systens involving a nunber of people who nostly know
each ot her?

A Correct.

Q And they tend to be reliant on the sane
source of water?

A Correct.

Q And have to have dealings and conmuni cati ons
with each other on a regul ar basis?

A Correct.

Q And so if you can resol ve disputes sinply by
di scussing it anongst each other, do you think that's
preferabl e?

A Yes, | think it's preferable. It doesn't
work in every case, but | think it's preferable in nost
cases.

Q And so you tal ked about, No. 1, on Exhibit
Mb52. If it doesn't work, then the first option I
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t hi nk you described was a filing in district court?
A Correct.
Q Movi ng down, now, to No. 2 on Exhibit 552.

Coul d you pl ease summarize that water right dispute

option?
A The second option on this list is if an old
decree exists, |like an enforceabl e decree |ike the

Mles Cty Decree, 1914 decree on the Tongue exi sts,
the water user could petition the district court to

have a wat er comm ssioner appointed to distribute water

by priority.
Q Was that done in Montana prior to 19737
A Yes.

Q kay. Moving down, now, to No. 3; could you
pl ease describe that option?

A No. 3 involves in a case where not all of the
exi sting pre-1973 water rights have been concl usively
determ ned by the water court. Any party in a
controversy may petition the district court to have the
chief water judge nake a determ nation of the existing
rights, so in other words, to resolve the priority --

I ssues of priority and create an enforceabl e decree.

Q Agai n, noving down to No. 4.

A. No. 4 outlines when you have an enforceabl e

decree. So when all of the -- an enforceabl e decree
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can be a tenporary prelimnary, a prelimnary, or a
final decree. This is a post-'73 decree. Wen all of
t he obj ections have been resol ved, that decree can be
enforceable, and a district court can be petitioned to
put a water comm ssioner on to distribute water
according to that decree.

Q Can you pl ease descri be the process by which
a water conm ssioner is appointed?

A. The 15 -- there's nunmerous ways. But the
district court appoints a water comr sSioner upon
petition by 15 percent of water right holders, a
irrigation district, or the DNRC

Q To your know edge, have water conm ssioners
been appoi nted on the Tongue River in the past?

A Yes.

Q Once a water comm ssioner is appointed, what
are the responsibilities of the water conm ssioner?

A To distribute water according to the priority
as defined by the decree.

Q Do you have before you Exhibit M29?

A Yes.

Q And what is this docunent?

A. This docunent is a training nmanual that the
Depart nent of Natural Resources and Conservation

puts -- put together to train water conm ssioners.
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Q Again, in the front, it indicates Water
Resources Division. Was this a docunent that was
produced by the Water Resources D vision?

A Yes.

Q And this is a docunent used by your staff in
trainings of water conm ssioner?

A Yes.

MR. WECHSLER: Your Honor, at this point, |
woul d nove the adm ssion of Exhibit M29.
MR. KASTE: No objection.
SPECI AL MASTER: Ckay. Thank you. Exhibit
M229 is admtted into evidence.
(Exhibit M229 adnmitted.)
BY MR WECHSLER

Q Who in your staff is responsible for training
wat er conmm ssi oners?

A The Water Managenent Bureau. But in
particular, it is a surface water hydrol ogi st naned
M ke Roberts.

Q We tal ked about the fact that M. Roberts
will be testifying in this proceeding; correct?

A Correct.

Q And, unfortunately, he couldn't be here today
because of a fam |y energency?

A. Correct.
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Q But he will be here when he is able. And at
that point, we'll have himdiscuss nuch nore in detail
the training that the DNRC does for water
comm Sssi oners.

But | do want to ask you, what is the
rel ati onshi p between the DNRC and water conmm ssioners?

A The DNRC, we provide training, and then we
assi st in producing maps as well as indices of water
rights by priority for district courts and

comm SSi oners.

Q Does the DNRC oversee water conm ssioners?
A No.

Q Who oversees water conmm ssioners?

A District courts.

Q Turni ng back, if you would, please, to

Exhi bit M652. And |I'm | ooking now at the second page
of the docunent, paragraph 5.

A Ckay.

Q Coul d you pl ease sumari ze the option that's
descri bed in paragraph 5?

A This is a -- this described the petition
process in which a district court can be petitioned to
appoint a water nediator to hel p nediate any water
di sput es.

Q So what are the responsibilities of a water
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medi at or ?
A The -- a water nedi ator doesn't have any
bi nding authority but essentially to try to resolve

| ssues of disputes over water rights between water

users.
Q Provide a neutral party for water users to
use -- in part of dispute resolution?
A Yes.
Q Does the DNRC oversee the water nedi ator?
A No.
Q And who oversees the nedi ators?
A | believe it would be the district court.

Q Turning to paragraph 6, Exhibit M52, would
you pl ease summari ze the dispute option that's
descri bed i n paragraph 6?

A Par agraph 6 outlines the DNRC s wat er
enforcenment authority, which is primarily limted to
wat er users wasting -- if we receive conplaints about
wat er users wasting water, unlawfully using water,
preventing water fromnoving to another person with a
prior priority date, or otherw se violating the Water
Use Act. But DNRC does not typically get into issues
of priority between water users.

Q If there's disputes other than that that are

brought to the attention of the DNRC, there's soneone
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avai |l abl e who m ght be able to help resol ve those
di sputes between water users?

A Correct.

Q And does your staff receive this type of
conpl ai nt?

A Yes.

Q Are there nenbers of your staff who are in

regul ar contact with water users in the Tongue River

Basi n?
A Yes.
Q Are you aware of any conplaints in the Tongue

Ri ver Basi n?

A | am not.

Q Let's turn to the topic of CBM and
groundwat er regul ati on.

A Ckay.

Q First, what do the letters CBM stand for?
A Coal bed net hane.

Q Does Mont ana have a groundwat er code?

A Yes.

Q When was it adopted?

A The first groundwater code was adopted in

1961 and then was replaced by the Water Use Act.
Q What is the significance of first the Mntana

groundwat er code, and now its replacenent, in the Water
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Use Act?
A The 1961 groundwater code was the first tine
that a water user could get a filed water right for

gr oundwat er .

Q And now groundwater use is regul ated under
t he Montana Water Use Act?

A Correct.

Q How i s groundwater regulated in Montana?

A. Bef ore a water user can get a permt for a

groundwat er appropriation they need to show that water
Is legally available and that there will not be an
adverse effect to other water right holders.

Q Is it their burden to show that no other

rights wll be inpacted?

A Yes.

Q Are groundwater rights adjudi cated?

A Yes.

Q And now, if you would | ook with ne, please,
in the Water Use Act at 85-2-501, which is at page 116.

A Ckay.

Q And is this the statute you were referring to

for groundwater in the Montana Water Use Act?

A Correct.
Q Are you generally aware of CBM production in
Mont ana?
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A General ly, yes.

Q It's not your responsibility to regulate CBM
production in Mntana?

A Not unless the water is being put to a
benefici al use.

Q So just the production of the CBMitself,
what agency is responsible for regulating CBMin
Mont ana?

A The Board of G| and Gas Conservation and the
Departnent of Environmental Quality.

Q Based on your answer previously, it sounds
| i ke you're aware that water is produced as part of the
CBM process?

A Correct.

Q And do you know if the G| and Gas

Conservation Division keeps track of the water that is

produced?
A | believe so.
Q Now, your agency, the Water Resources

Division of the DNRC, is responsible for regul ating

water; right?

A Correct.

Q | ncl udi ng groundwat er ?

A Correct.

Q Is a permt necessary to -- for CBM produced
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wat er ?

A Not unless the water is being put to a
beneficial use, no.

Q So if water is being put to beneficial use by
a CBM producer, that water requires a permt fromyou?

A For the beneficial use, correct.

Q And it would go through the eval uations
process that you described?

A Correct.

Q Now, how about water that is not put to a
beneficial use fromCBM? It does not need a permt;
correct?

A Correct; not fromthe Departnent of Natural
Resour ces and Conservati on.

Q Does that nean that there's no protection for
surface water users who are inpaired by that water
production?

A No.

Q So what protection is there for surface water
users who m ght be inpaired?

A If a surface user, water right holder felt
they were being adversely affected by coal bed net hane
devel opnent, they could conceivably take the coal bed
net hane producer to court for that adverse effect.

MR. WECHSLER: No further questions.
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SPECI AL MASTER: Thank you. Actually, before

cross-exam nation, | just have a couple of questions of
my own. And these are all, again, |argely background
guestions. And just like M. Wechsler, |I'mnot asking

you for any type of a |egal opinion, but |I'mjust
trying to understand what the practice is in Mntana in
vari ous areas.

EXAM NATI ON
BY SPECI AL MASTER:

Q So first of all, you tal ked about the
adj udi cation process in Montana. And one of the
exhi bits that you di scussed was Exhi bit M33, which
shows the basin |ocation saying adjudication status.
And | believe that you said during that, that as part
of the overall adjudication process there were
priorities set for which basins would be adjudicated
first; is that correct?

A Correct.

Q Coul d you just explain for ne how or -- how
those priorities were established, to the degree you
know?

A They were -- the priorities were established
by statute when the adjudication process went forward.

Q Ckay. Thank you. And do you know when the

prelimnary decree was nade in the case of the Tongue
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Ri ver adj udi cation?

A | believe it was 2008. | know that that's
when the objection process began.

Q And coul d you explain for ne briefly what the
obj ecti on process is?

A An -- the objection process in the
adjudication is -- it's the ability of a group or a
person that has an interest in water in the basin that
believes that they will be adversely affected, or they
have a concern about the claim to cone in and
challenge the claimitself. And they have to show t hat
they will likely be adversely affected by the claim

Q And is there a set period of tinme during
whi ch you can nake those objections?

A There is. There's a notice period. In the
case of the Tongue River, the two basins in the Tongue
River, | believe it began in February of 2008 and ended
I n August of 2008.

Q One of the things that you discussed earlier
was an objection by the U S. Bureau of Indian Affairs
to one of the clains in the Tongue Ri ver adjudication.
Not limting yourself just to the Tongue River, but
generally in the adjudication process, have there
general ly been a nunber of objections by various parts

of the U S. governnent?
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A Yes.

Q And do you have any sense of how conmmon t hat
| S?

A It really depends on which basin it's |ocated
In and which -- if it's |like the Tongue Ri ver Basin or

t he basins around different reservations, it's
typically -- it's not uncommon to have the Bl A submt
an obj ection.

Q And in addition to the BIA are you aware of
obj ecti ons nade by other U S. governnental agencies?

A Yes. In terns of -- as in the Tongue River
Reservoir right, it was the Bureau of Reclamation, and
the Bureau of Reclamation, part of their objection was
an objection to the volune that was in the claimand in
the prelimnary decree. And they asserted that -- in
t he negotiations over their objection, they asserted
that there was a one-fill rule in Montana. And in the
end, they accepted that there was not a one-fill rule
and settled their objection.

Q And so in addition to the BIA Bureau of
Recl amati on, have there been any objections by U S
agenci es asserting federal reserve water rights for
ot her than Indian reservations?

A. Not that |I'maware of. Because, if | nay,

the -- Montana has what's call ed the Reserved \Water

Bray Reporting - (406) 670-9533




© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 526

TI MOTHY DAVI S - Cctober 21, 2013
Exam nation by the Special Mster

Ri ght Conpact Conm ssion, which was set up specifically
to negotiate with the U S. federal reserve and tri bal
water rights. And nost of those have been successfully
negotiated up to this point.

Q Are you aware of any states objecting to --
ot her than, | assune, Montana m ght. But other than
Mont ana, are there any states that have objected?

A | am not personally aware.

Q And one of the exhibits that you were
di scussing earlier is M626, which is the anended
stipulation regarding the claimby DNRC State \Water
Projects Bureau. If you turn to what is stanped page
Mr15126, which is Exhibit A to the anended sti pul ati on.

A Ckay.

Q Do you know what this is?

A So MI' -- it's page 4 out of 10? |Is that

Q No. It's actually Mri5126.

A Ch, 126. Yes, this is the proposed anended
abstract that resulted fromthe settlenent as a result
of the stipulation.

Q So prior to this anended stipul ation, do you
know what docunents woul d have been produced regarding
the claimwith respect to the reservoir? | wll walk

you through this. Initially, there would have been a
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claimfiled by the State Water Project?

A Correct.

Q And then after that claimwas filed, what
steps woul d have been taken?

A There woul d be -- the next step would be a
clainms exam nation. And | should note that even though
the Water Adjudication Bureau and the State Water
Projects Bureau are both within the Water Resources
Division, there is -- they have -- and this is where
M. Robinson cones in, the attorney for the State Water
Projects. He's firewalled off fromthe other attorneys
wi thin the division.

So the Water Adjudication Bureau exam ne the
claim And then | believe in the case, the water court
directed the Adjudication Bureau to reexam ne the
claim So | believe it had two exam nations before
including it in the prelimnary decree.

Q So after the exam nation, what is it that
woul d have been produced as part of that clains
exam nation in terns of a physical docunent?

A The exam nation would have -- well, it would
have been included in the summary report. And then
t here woul d have been an abstract produced that this
stipul ated abstract is replacing, that defined the

vol une, the place of use, all the other provisions of
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the water right.

Q So first of all, there would have been an
actual report that the reservoir clai mwould have been
part of?

A Correct.

Q Al right. And in addition to that, there
woul d have been a proposed abstract; is that correct?

A Correct.

Q And | noticed at the very top of page 1, that
underneath Exhibit A, it says "proposed abstract of the
water right."

A Correct.

Q Do you know whet her that neans whether this
woul d have been the abstract that would have been
produced as part of the exam nation?

A This would -- this proposed abstract woul d
replace the -- is proposed in the stipulation to
repl ace the abstract that was devel oped through the
exam nation and the prelimnary decree process. So
this is the abstract that was negotiated as part of the
settl enment negotiations, and they produced this in the
proposal. It's in the stipulation that this would
replace that earlier abstract.

Q So one of the things in looking at this

docunent, you wll see that there is the proposed
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abstract at the top. And then at the bottom of that

page, it says "anended proposed abstract," although it
t hen has the same nunber after it. And then at the
bott om of page 2, it again says "anmended proposed
abstract."

And what's unclear to ne is whether the thing
at the bottomthere is sinply saying that this is the
anmended abstract or whether or not what happens is you
have t he proposed abstract and then you have an
amendnment to it and another amendnent to it.

A | believe this is -- since this is an anended
stipulation, that there's sinply -- this is all one
proposed abstract that would replace the earlier
abstract that was produced. So this is all -- that
pages 1, 2, and 3 are all part of the sane proposed
abstract.

Q And then on page 1, at the bottomof it,
there's a heading that says flow rate and a headi ng
t hat says vol une.

A Correct.

Q Coul d you explain what normally is indicated
for flowrate and volunme? In other words, what is that
supposed to indicate?

A. The flow rate and the volunme typically

I ndi cates the anmount that nay be diverted. And the

Bray Reporting - (406) 670-9533




© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 530

TI MOTHY DAVI S - Cctober 21, 2013
Exam nation by the Special Mster

volume is the volune that may be used for benefici al
use froma reservoir right.

Q kay. And | don't want to ask you to
specul ate. | just want to know whether or not you
know. For both the flow rate and for the volune, here
It says it has not been decreed for this water right;
do you know what that neans?

A There is not alimt on the anount that
the -- there's not an upper limt on the flow rate nor
on the volune as stipul at ed.

Q And then al so on the next page, this is page
2 of the anended proposed abstract, there are the two
par agraphs at the top of the page. And in the second
par agraph, there's -- the second sentence says, "These
anounts do not define the anount of water that may be
diverted into storage in any year or carried over for
release in follow ng years but do define the anobunts to
be delivered in any one year."

Do you have an understandi ng of what that
| anguage neans?

A I f you | ook at the sentence before that,
where it's the, "Tongue Ri ver Reservoir provides up to
40, 000 acre-feet of stored water per year to the Tongue
Ri ver Water Users' Association under this water right

and up to 20,000 acre-feet of stored water per year to
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t he Northern Cheyenne Tribe under the Northern Cheyenne
and Montana Conpact." So this effectively -- this
limts how nmuch water nay be contracted fromthe Tongue
Ri ver Reservoir in any given year.

The lack of the flowrate and a cap on the --
the fact that there is not a flowrate and a vol une
does not limt the fact that we may only market and
actually deliver that 60,000 acre-feet.

And one of the reasons for that -- and Kevin
Smith, ny State Water Project Bureau chief, can speak
tothis in nore detail -- but that that -- this is what
we believe to be -- these are the contracts that we
have with the Tongue Ri ver Water Users' Association as
well as wth the -- under the Northern Cheyenne
Conpact. And this is what we believe is a firmyield
t hat we have and can deli ver.

Q And from your experience with reservoir
rights throughout the state, is it comon for reservoir

rights not to have a flow rate?

A From ny experience, it is not.

Q It is not conmmon?

A Not common.

Q And simlarly, is it common for a reservoir

not to have a vol unme?

A Typically, it is, in ny experience, it's not
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comon either.

Q I n your experience, have you dealt with other
reservoirs in the state that do not have either a flow
rate or a vol une?

A Well, the volune is -- this does effectively
have a volune in that what can be delivered, which is
the 60,000 acre-feet of the two commngled rights. It
just doesn't have a cap on the volune that can be
stored. But that is the volune that can be delivered
for beneficial use.

But this -- the stipulation -- so while it
has that -- the stipulated abstract is not conmon.

Q Al right. One of ny questions -- and,
again, | only want to know if you actually have
experience in this -- is how the DNRC woul d actual |y
adm nister a reservoir without a flow rate or a decreed
volume if there were an objection over how nuch that
reservoir was actually taking?

A That is -- it's probably a better question on
reservoir operations for Kevin Smth to delve into
rat her than ne.

Q (kay. Thank you. And then another question
Wth respect to -- what | am | ooking for was the Mnual
on Water Rights that you were -- that's right. Wich

exhibit is that?
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A lt's M230.

Q kay. And when | | ooked at M230, one of the
things that struck nme was that there was no section on
storage rights. |Is there any -- well, first of all, is
there a reason why there's not a separate section on
storage rights?

A There -- if you |look at the adjudication
section, we don't call out all the different types of
rights that could be adjudicated. W basically --
since this is for general information and public
I nformation as well as information for |egislators
about the Water Use Act and water rights in Mntana, we
did not try to capture all the different types of
rights. Those would be covered by the standards and
procedures in the Montana Suprene Court C ains
Exam nati on Rul es.

Q And you' ve referred several tinmes to the
Mont ana Suprene Court rules for -- let nme restate.

You referred several tines to the Montana
Suprenme Court C ainms Exam nation Rules, and what are
t hose?

A Those rules are -- were established -- they
essentially establish the standards and the procedures
for the departnment and the water court to use when

exam ning clains and preparing a summary report.
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Q And where are those rules found?
A They can be found both on the website or we
have hard copies within the division. | believe

they're over 600 pages long. So they are quite
conpr ehensi ve.

Q And then final question: Wen you are trying
to determ ne what rules you need to follow wth respect
to your responsibilities, you | ook to the Mntana
statutes; is that correct?

A Correct.

Q And you also will ook to the judicial
deci sions; correct?

A Correct.

Q Are there a set of regulations for water
rights in Mntana?

A There are. W have administrative rules in

Mont ana t hat we al so use.

Q And then are there other docunents that you
refer to?
A W -- the departnent also refers to, if we

have policy docunents or policy guidance docunents
that -- so it would be statutes, case law, rule, and
then any policy guidance or guidelines that were
adopted by the departnent but aren't as firm of

gui dance as the rules or statute.
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Q And are those policy guidelines nornally
avai |l abl e on your website?

A | believe we -- not always.

Q Okay. kay. Thank you. | think -- oh,
finally, on the groundwater produced from CBM well s,
are there situations in Mntana where water produced
fromCBMwells is being placed right now to benefi ci al
use, to your know edge?

A. | believe so, but | don't have any personal
know edge.

Q So do you know whet her or not they've
actually applied for permts?

A Not -- | do not have firsthand know edge.

Q Ckay. Thank you.

SPECI AL MASTER: Those are ny vari ous
guestions. M. Wechsler. |If you want to ask any other
direct questions, you're free to do that before |I hand
t hings over to M. Kaste.

MR. WECHSLER  Yes, please, Your Honor, just
a few fol |l owup questi ons.

REDI RECT EXAM NATI ON
BY MR WECHSLER

Q The first, M. Davis, the Special Mster

asked about whether the United States was -- comonly

objected to water rights clains; do you recall that
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guestion?
A Yes.
Q And earlier we | ooked at the Nance objection;

do you renenber that?

A Yes.

Q Which is found in Mo, | believe pages 126 and
several pages after that. Do you know who filed an
objection in that particular case?

A The Bureau of Indian Affairs.

Q And, in fact, the Bureau of Indian Affairs
has filed a nunber of objections in the Tongue R ver
adj udi cation; is that correct?

A | believe so.

Q And many of those docunents are listed in
Appendi x D of M. Book's rebuttal report?

A | believe so, yes.

Q And that's Exhibit M.

Next, the Special Master asked if there were
states that had filed objections in any of the
adj udications in Montana. |s there a reason you can
think of why a state would not be entitled to file an
obj ecti on?

A Not that I can think -- not that occurs to ne
at this point.

Q Next, if you'd turn with ne, please, to
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Exhi bit M626, which is the water -- the anended
stipul ati on.

A Yes, | have it.

Q Now, | believe, first, you had a discussion
with the Special Mster about when the claimwas filed
for the Tongue River Reservoir; do you recall that?

A Yes.

Q Now, when that was filed, and | believe you
said in 1982, at that tine, did the DNRC have a process
by which it filed a separate clai mon each of the types
of use? Do you know?

A | don't recall.

Q Fair enough. We'IIl ask that of another
W t ness.

Looki ng specifically at the abstract or the
a-- "Il call it the proposed abstract. Do you recall
the abstract that was part of the prelimnary decree?

A General ly, yes.

Q The Special Master asked you about the
volune. Do you recall what the volune listed in that
prelimnary decree was?

A | believe the original -- when the water
right was originally examned, | believe the vol une was
135,000 acre-feet and that in the reexamnation it was

changed to 127,000 acre-feet or -- give or take.
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Q Al of which was greater than the capacity of
t he reservoir?

A Yes.

Q And the Special Master asked if it was conmon
to have reservoir rights that had no specific vol une;
do you renenber that?

A Yes.

Q Is it common to have reservoir rights wth
the volune set in the abstract that's greater than the

capacity of the reservoir?

A Very conmmon.
Q And, in fact, you nmentioned that the rules
for exam nations -- well, could you rem nd us of what

the rules are for clains exam nation?

A Generally, if aclaim-- if the volune on a
reservoir claimdid not exceed the capacity by two
tines, there was not an issue remark put on the claim
for that reason. And that's typically to allow for
carryover capacity as well as the ability to fill.

MR VWECHSLER: | will, for the record, Your
Honor, note that the clains rules, or a version of the
clainms rules, is found at Exhibit M2, which was
admtted on Thursday. And | would also note that there
were additional materials related to that that |

bel i eve was provided in response to the questions that
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you had posed as part of the summary judgnent argunent.
BY MR, WECHSLER:

Q One nore question about those rules,
M. Davis: | think you also nentioned that the DNRC
al so has rules and guidelines for clains exam nations;

Is that right?

A Correct.

Q Are those publicly avail able?

A. | believe -- yes, they are publicly
avai | abl e.

Q s there an easy way to access thenf? Do you
know?

A | do not know if they are available online or

just available by request fromthe departnent. But
they are publicly avail able.

MR. VWECHSLER: Thank you very much. No
further questions.

SPECI AL MASTER: Ckay. Thank you,

M. Wechsl er.

M. Kaste, it is about 10:35. If you want --
| have no idea how | ong you expect to go. But if you
want to take a break now, this is fine wth ne.

MR. KASTE: |I'Ill probably be succinct, but I
could sure use a break.

SPECI AL MASTER: Then why don't we take a
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15-m nute break. W' |l come back at ten after the
hour, and everyone can renmi n seat ed.
MR. KASTE: Ten to the hour?
SPECI AL MASTER. Did | say ten after? Ten
to; that's correct. Thank you, M. Kaste.
(Recess taken 10:37 to 10:51
a.m, Cctober 21, 2013)
SPECI AL MASTER: You can be seat ed.
M. Kaste.
MR. KASTE: Thank you.
CRCOSS- EXAM NATI ON
BY MR KASTE:

Q Good norning, M. Davis.

A Good nor ni ng.

Q At sonme point in your testinony as you were
tal ki ng about the adjudication that's going on in the
Tongue River Basin, | think you nentioned Wom ng
didn't file any objections; is that right?

A To nmy know edge, Womng didn't file any
objections to the Tongue River Reservoir right.

Q Okay. Thank you. Do you know if the State
of Wom ng owns any water right in the Tongue River
Basin in Mntana?

A | do not.

Q Isn't it true that without such a right,
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Wom ng doesn't have standing to file a claimin that
adj udi cati on?
A No.

MR. WECHSLER: (bjection. Calls for a |egal
concl usi on.

SPECI AL MASTER. | think that in the sane way
M. Wechsler is -- you asked a variety of questions
that did not go to the wtness' legal interpretations,
"Il permt this question based on what M. Davis'
understanding is and recogni zing that he is not giving
a |l egal opinion.

MR. VWECHSLER: Thank you.

THE WTNESS: No. That's not the case. |It's
nmy under standi ng that the Mntana Suprene Court rul ed
that you just had to have a substantial interest in the
water to file an objection in Montana during the
adj udi cation process. You did not actually have to
have a water right.

BY MR KASTE:
Q The stipulation in this case that you
referred to, Mb56, the Court didn't take any evidence

in that case, did it?

A um - -
Q The parties just agreed?
A Yes.
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Q Ckay. Won ng wasn't one of those parties;
right?
A No.

Q Al right. You talked a little bit about CBM
wells, and | think | heard you say CBM wel |l s don't get
a water right fromthe Water Resources Division unless
they are going to take sone of the water that they
produce and put it to a separate beneficial use, |ike
irrigation; right?

A Ri ght.

Q kay. And | think, if I understand right,
the water conmm ssioners in the state of Mntana can
only enforce decreed water rights; do | have that
right?

A Correct.

Q kay. So none of the CBM wel |l s have decreed
wat er rights; right?

A Correct.

Q So the water comm ssioner is not enpowered to
regul ate any of themin priority, is he?

A Correct, if they're not put to a benefici al
use.

Q And if | understand your testinony, you don't
know i f any CBM wat er has been permtted to be put to a

beneficial use?
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A Not personally, no.

Q Do you still have in front of you Exhibit
M2307?

A Yes.

Q It's entitled "Water Ri ghts of Montana."

A Yes.

Q Speci al Master stole a bunch of ny thunder by
aski ng you where you mght find informati on about
reservoirs in there. And | think you testified that
you won't in this particular docunent; right?

A Correct.

Q kay. Now, | have the sanme question, though,
with regard to the Montana Water Use Code. Wen | | ook
at the table of contents for Title 85, Chapter 2, |
don't see anything in here about reservoirs. Do you?

A Wi ch page are you on?

Q Just the table of contents for Chapter 2.

And when | say "about reservoirs,” what |'mreally

| ooking at is sone direction fromyour |egislature

gi ving us gui dance about the operation of reservoirs.
‘Cause | know there's sone information in the Mntana
statutes about safety of dans; correct?

A Correct.

Q | s there anything about the operation of

reservoirs in the Mntana statutes?
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A Not that | see on -- are you on page 377

Q The table of contents is |onger than one
page.

A Ckay.

Q But, yes, beginning on page 37, ending on
page 41.

A Not that | see in the table of contents.

Q Ckay. And you tal ked about the Water
Resources Division also has promul gated sone
adm ni strative regul ations; correct?

A Correct.

Q And | don't have those in ny hand today, but
| 1 ooked at them and | didn't see anything in your
adm ni strative regul ati ons that governs the operations
of reservoirs either. 1Is there such a regul ation?

A The -- not off the -- | can't, off the top of
nmy head, point to a specific regulation.

Q "Il tell you, there is a safety of dans
regulation in there that tal ks about construction
standards and permts to build those kinds of things.
But | didn't see one on reservoir operations. And you
agree, off the top of your head, you don't know of one
ei ther?

A. As it relates to reservoir operations, | do

not know off the top of ny head.
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Q Ckay. In Exhibit M230, if you'll turn with
me to page 23.

A Ckay.

Q This is a page, the section beginning with
groundwat er, second paragraph under that section says,
"A person is not required to apply for a permt to
develop a well or groundwater spring with an

antici pated use of 35 gallons a mnute or less, not to

exceed 10 acre-feet a year." D d | read that right?
A Correct.
Q And that's true, isn't it, there are these

certain wells that based on their size are exenpted

fromthe permtting process; right?

A Correct.
Q M. Brown inforns ne that's going to be
important. |'mexcited to see why.

Let's | ook again at the Montana Water Use

Code. Earlier in your testinony, so back on Thursday,
and | think maybe again a little bit today, you
di scussed a little bit of what you perceived to be
differences in term nol ogy between Wom ng and Mont ana;
do you renenber that?

A Yes.

Q Al right. And one of the terns where we

seemto have a difference, in your mnd, is with regard
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to the use of the word "regul ation"; right?

A Correct.

Q | think you said in Montana that neans
permtting and change of use; right?

A Correct.

Q Al right. Well, would you turn with ne in
your book to page 85 -- that's not right -- page 46,
and | ook at Montana Code Annotated 85-2-114.

A. Ckay.

Q Al right. It's actually entitled "Judici al
Enf orcenment™; right?

A It is.

Q Wul d you read Section 1 through the end of
Subsection 1A?

A "If the departnent ascertains by a neans
reasonably sufficient by it, that a person is wasting
wat er, using water unlawfully, preventing water from
novi ng to anot her person, having a prior right to use
the water, or violating a provision of this chapter, it
may petition the district court supervising the
di stribution of water anongst appropriators fromthe
source to, A regulate a controlling works of an
appropriation as nmay be necessary to prevent the
wasting or unlawful use of water or to secure water to

a person having a prior right to its use."
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Q Ckay. And we can agree that in Subsection A
it uses the word "requl ate"?

A Yes.

Q (kay. And do we agree that it neans, in this
context, in Montana's statutes, to curtail a diversion
by the offending party?

A Yes.

Q Al right. Let's |ook at sub -- or Section 2
of the sanme statute, and it's on the next page. It
begins with the words "upon the issuance.” Wuld you
read that?

A "Upon the issuance of an order or injunction,
the departnent may attach to the controlling works a
witten notice properly dated or signed setting forth
the fact that the controlling works have been properly
regul ated by it. The notice constitutes |egal notice
to all persons interested in the appropriation or
di stribution of water."

Q So that statute subsection also uses the word
"regul ate"; correct?

A Correct.

Q And it neans essentially the sanme thing as
the section before; right?

A Correct.

Q Ckay. So regulation in Mntana, in general,

Bray Reporting - (406) 670-9533




© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 548

TI MOTHY DAVI S - Cctober 21, 2013
Cross- Exami nation by M. Kaste

can nean what you describe as permtting and change of
use, and it can nean what we describe in Womn ng, which
means curtailing the diversion works of the junior
priority; right?

A Correct.

Q kay. | just want to nmake sure we don't have

a failure to communicate, which is what | heard on

Thur sday.

Al right. Let's talk alittle bit nore
about the Montana statutes. | think you'll find this
I n your book -- after | msplaced it. |In the Mntana

Water Use Code, can you find Title 85, Chapter 20,
Section 102?

A 1027
Q Yes.
A Yes.
Q Are you famliar with this chapter of the

Mont ana Water Use Code?

A General ly, yes.

Q Okay. So you know that this is a series of
statutes that was designed by the Montana | egislature
to ensure conpliance with the Yell owstone River
Conpact; right?

A. Ri ght .

Q Al right. It says that in nore words in
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Section 102; right?

A Yes.

Q Al right. And in section -- Title 85,
Chapter 20, Section 105, that's a section entitled
"Duty to Install Measuring Devices"; correct?

A Correct.

Q And that statutory section says that anybody
I n the Tongue R ver Basin who gets a water right after
1950 is supposed to install a neasuring device; right?

A Correct.

Q And the next statute, Section 106, is
entitled "Duty to Measure Water"; right?

A Correct.

Q And it says that all these people who just
got their brand-new neasuring devices with their
post-1950 rights are supposed to keep accurate records
of their water use and then submt themto your office
in Helena; right?

A Correct.

Q And they're supposed to do that 15 days after
Novenber 1 of each year; right?

A Yes.

Q Do you have those records?

A. Not to ny knowl edge for all of those. But I

bel i eve we may have records for permts issued after --
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sone, if not all, the permts issued after 1973. |
don't know whi ch we have and which we do not have.

Q You have daily and seasonal diversion records
for diversions post-1973?

A Post-1973, many of our permts, not all,
require that there be neasurenents and reporting for
many of our -- like | said, many of the permts. |
can't tell you what percentage.

Q And the water users in the Tongue Ri ver Basin
are filing these reports with your office?

A They are supposed to according to their
permt conditions.

Q And ny question's a little bit different. Do
they really? | know they're supposed to. Do they

real ly?
A | can't answer your question.
Q kay. | can tell you, | haven't seen themin

the course of this case. And ny understanding is this
statute's never been enforced; is that your
under st andi ng?

A And -- can | ask for clarification, what you
mean by enforcenent?

Q | nmean, nobody's ever made these
appropriators submt these reports.

A If it is a condition of their water right,
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they are -- they need to report whether they have or
not. But we have not gone out there and, as far as |
know, forced themto submt those records.

Q Okay. Let's |ook at Exhibit M52.

A Ckay.

Q And that is the exhibit summarizing the water

right dispute options; correct?

A Correct.

Q And I'mreally interested in paragraph -- or
Section 6.

A Ckay.

Q So if you have a dispute wth your neighbor,
you can contact the nearest DNRC regional office;
right?

A You can contact the regional office; correct.

Q And this says, "The DNRC has jurisdiction
over water users wasting water, using water unlawfully,
preventing water from noving to another person having a
prior right to use water, or otherw se violating the
provi sions of the Montana Water Use Act"; correct?

A Correct.

Q You have sone jurisdiction to take action
when those things are occurring; correct?

A Correct.

Q Al right. But before you do that, M52
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says, "If your situation involves your water not
reachi ng your point of diversion, the DNRC requires you

to contact the offending party to nake a call for your

wat er, docunent the call, and file a formal witten
conmplaint." Did 1l read that right?
A. Correct.

Q So before DNRC is going to exercise its
regul atory authority, such as set forth in this
par agraph, you require the conplaining party to

docunent and file a formal witten conplaint; is that

right?

A That's correct.

Q Now, there's a difference, of course, between
this call, docunent, file a formal witten conpl aint,

and just a call to your office conplaining about the
water conditions, isn't there?

A Yes.

Q And you woul dn't take any action just 'cause
sonebody called you up and said, it's really dry on ny
farm and it's not good; | don't like it. You wouldn't
t ake any regul atory action, would you?

A No.

Q O course not. Now, and you require
docunentation and a formal witten call before you take

action. | think we established that; right?
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A Correct.

Q Do you think it's reasonable to hold Wom ng
to a different standard?

A The DNRC s authority is different in that we
do not enforce in Montana the water -- disputes over
water priority. And in this case, we're tal king about
the -- our authority is limted and separate fromthe
district court's authority. You can have a
comm ssi oner put on and distribute -- and have a junior
shut off their use. That resides with the district
court. Qur interpretation of the statute is limted to
I 1l egal use, water users wasting water, and/or
interfering as an -- interfering with sonebody's
getting their water, shutting off their headgate, for
exanpl e, or bl ocking their headgate.

Q Sure. But we can agree that the enforcenent
agency is the district court? W agree about that?

A Yes.

Q Al right. That when a water user feels
they're not getting the water they are entitled to
under their priority and they go to the district court,
they give the court sonething in witing, do they not?

A Correct.

Q Okay. Do you think it's reasonable to hold

Womng to a different standard?
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A A different standard than -- |'ve di scussed
several times, Montana first relies in our disputes
over priority on neighbors being able to ask nei ghbors
to provide themwater according to their priority. And
typically that works in npost cases.

Q Sur e.

A If that doesn't work, then, yes, it would be
reasonable to require sonething in witing.

Q So before the state, whether through the
district court or DNRC, marshals its assets and takes a
regul atory action or judicial action, there's a piece
of paper submtted by the conplaining party?

A Correct.

Q kay. Now, one of the terns you've talked
about consistently throughout your testinony that |

don't think we disagree on the neaning of is a "call";

right?
A Ri ght.
Q There's no difference of opinion on Wom ng's

side of the line and Montana's side of the |line about
what a real call is; right?

A | assune so.

Q Assune so. Ckay. Do you have the authority,
as the adm nistrator of the Water Resources Division to

make a call on Wom ng?
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A | assune so.

Q When | say nmake a call, | mean under the
provi sions of the Yell owstone R ver Conpact. You
assunme you have that authority?

A | assune we have that authority, but it
has -- we have yet to see that authority be proven by
Wom ng actually responding to a call.

Q Wio is we?

A The State of Montana.

Q ' m aski ng about you. Are you the person
that can make the call?

A | assune so.

Q (kay. Have you aut horized anyone bel ow you
on the organi zati onal chart that you described earlier
I n your testinony to nake a call on Wom ng under the
Yel | owst one Ri ver Conpact ?

A No.

Q Bef ore you made a call on Wom ng, woul d you
check with your boss?

A Yes.

Q And he's who?

A The director of the Departnent of Natural
Resources and Conservati ons.

Q M. Tubbs?

A M. Tubbs.
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Q Al right. |If sonmebody on your staff
attenpted to make a call on the State of Wom ng, woul d
you expect to hear fromthem before they did it?

A Yes.

Q Al right. Wuld you expect, if either you
or soneone on your staff attenpted to nmake a call on
the on State of Wom ng for water under the Yell owstone

Ri ver Conpact, that there woul d be paper generated as a

resul t?
A In one formor another?
Q Yeah.
A Yes.
Q E-mai |l s, nenoranduns, tel ephone notes, things

of that sort?

A Yes.

Q "Cause it's a big deal, don't you think?

A Yes.

Q And in your position as the conm ssioner of

the Yell owst one River Conpact, on behalf of the State
of Montana, that's you, right, right now?

A Yes.

Q Wul d you anticipate that the mnutes of the
Yel | owst one Ri ver Conpact neeting would reflect if a
call was made in a given year?

A. | woul d assune so.
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Q "Cause it's a big deal; right? | say right;
you say yes.

A Yes.

Q You have to answer out | oud.

Here's a question that occurred to ne during
the course of your testinony about the workings of the
Tongue River in Montana. At one point you said
sonething to the effect of, it's an easy river to
adm ni ster because we know when it gets -- the flow at
the state line gets below, | think you said, 197.5.
Only the first two rights are being satisfied; do you
remenber that?

A Yes.

Q So you're saying M. Nance and the T & Y
Irrigation Canal, the congloneration of their two water
rights, the flowrates in those rights is 197.5;
correct?

A 197.98, | believe.

Q .98. Al right. Now, that analysis, you
agree with ne, assunes that nothing happens al ong the
Tongue River between the state line, M. Nance's
diversion, and the T & Y Canal, doesn't it?

A Yes.

Q kay. It's as if none of the other water in

the systemexists in order for you to nmake that
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statenent; correct?

A It assunes that there's no -- there's no need
for carriage water and that there's no other decreed
rights. There's no other direct flowrights in the
systemat that tine, being used in the systemat that
tine.

Q And you agree with ne that practically,
during the course of the irrigation season, the Tongue
Ri ver Reservoir releases a substantial anount of
storage water in conjunction with its pass-through of
the natural flow of the river; correct?

A Yes.

Q kay. So at any given tine, there's usually
a whol e bunch of storage water and sone natural flowin
the river during the irrigation season; right?

A Yes.

Q And you agree with ne that once storage water
Is used at the place of use, at the farm and it makes
its way back into the river, whatever portion of it
returns, that becones natural flow, doesn't it?

A Yes. But there is nothing in the -- but the
irrigator -- you cannot assune, at |east under Montana
law -- or ny interpretation is that you have to -- that
Mont ana State Water Project water rights could be

conpl etely consunmed when they're diverted.
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Q Al right. But inreality, we know they're

not. Some water nmakes its way back to the river;

right?
A Ri ght.
Q And that water becones available to

downstream appropriators to divert so long as they are
In priority; correct?

A Correct.

Q Al right. And here's ny problemwth the
systemin Montana -- and you tell ne if this is what
happens or not -- there is no nmechanismin place to
ascertain at any given point in the river what is the
exact natural flow and what is not; am| wong about
t hat ?

A There is the -- in the Tongue River, there is
a fairly sinple way to ascertain the natural flow as it
enters the system which is what is the direct flow
com ng across the border.

Q Sure. And ny point is, is there the sane
easy way to ascertain the natural flowas it nmakes its
170-mle journey to Mles City?

A And by natural flow, you're referring to any
return flows that cone back in and accounting for
t hose?

Q Yes.
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A And we're tal king about howthe T & Y and
Nance rights add up to alnbost 200 CFS. And so | use

that marker as just a -- that's 1886 in those rights.
As we nove up to 1950, | believe M. Book |ays out how
much other -- how many other rights, flowrights. W
do not account for -- we cannot -- we do not account

for how much returns from each diversion.

Q Ckay. And all I"'mtrying to assess is
whet her | can go to any particular point on the river
and really differentiate what's natural flow and what's
return flow so | can get an accurate accounting of who
Is actually in priority. |In order to do that, you
agree with ne that you have to be able to separate the
storage water fromthe natural flow? To do that
accounting, you have to separate them right?

A You have to separate the -- fromthe way
you' re describing, you have to be able to separate the
natural flow that is passing through the river, the
direct flow fromreturn flows fromcontract water. W
can differentiate contract water that's rel eased and
the direct flow that's com ng across the border.

Q You can differentiate that at the danf

A Correct.

Q But then |l ots of things probably happen over

the next 170 mles, and that differentiation is not
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occurring as we make our way down the river?

A | would defer to the water conm ssioners
who' ve been on the streamas to how they' ve operated
the system

Q kay. | think you said at sone point in your
testinony that the water comm ssioners, they are
authori zed to distribute waters as decreed; correct?

A Correct.

Q Al right. And you talked about a decree in
your testinony. You tal ked about Exhibit M43. |
think that's the Mles City Decree; right?

Correct.

And do you still have that in front of you?
2437

Yes.

Yes.

Ckay. That is the 1914 Mles City Decree?

> O >» O » O >

That is the judgnment and decree; correct.

Q Al right. Wuld you turn with ne to the
| ast page of the judgnent and decree.

A Ckay.

Q On ny copy, it is identified as MI016798; is
that the sane on yours?

A Yes.

Q All right. Now, this is the court's order.
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This is the decree that the water comm ssioners can
enforce; correct? This is what they are supposed to

do; correct?

A ["mstill reviewing it.
Q | haven't asked you to read anything yet.
A Okay. | believe so.

Q Al right. And the second to |ast paragraph
says, "It is further ordered adjudged and decreed each
and every party to this action be and they are hereby
perpetually enjoined fromin any manner." And then it
says sone things they are not allowed to do. But |I'm
focused on the last two.

| f you go down to the bottomthree lines, it
says "and from in anywi se wasting the waters of said
Tongue River or diverting at any tinme any nore thereof
than is reasonably necessary for the use to which it is
applied as herein set forth." D d |l read that right?

A Yes.

Q So the decree says these fol ks covered by its
provi sions can't waste water, and they can't use any
nore at any tinme than is reasonably necessary; correct?

A Correct.

Q Al right. And that's consistent with your
under st andi ng of beneficial use in Montana, isn't it?

A. Yes.
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Q Beneficial use is limted to what you can
reasonably use. \What are your reasonable needs, that's
what you can beneficially use. And we can agree that's
the limt of your right in Montana, isn't it?

A Yes.

Q Al right. WII you turn with nme to Exhibit
Mb26, anmended sti pul ati on.

A | have it.

Q Al right. Wuld you turn to the second page
of the anended stipulation and read the first sentence
of Section 4.

A "The original project conpleted in 1940 had a

capacity of 69,400 acre-feet at the crest of the

spillway." You want ne to keep readi ng the whol e
t hi ng?
Q No. I'mjust interested in that one nunber.

And | think you went through earlier and you expl ai ned
to us all the folks that had signed off on this
stipulation; right? There was Montana. There was who
el se?

A There was Northern Cheyenne Tribe. There was
the United States Governnent and the Tongue River Water
Users' Associ ation.

Q So anongst all those fol ks, there was not any

di spute but that the original project conpleted in 1940
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had a capacity of 69,400 acre-feet; right?

A As listed in the stipulation; correct.

Q Okay. Would you turn to page 4 of 10,
Section 12. Section 12 has got sone information in it
t hat Special Master should have already flagged and
that we find later in the proposed abstract. About
m dway t hrough that paragraph, it says, "The reservoir
Is filled and refilled and water carried over from year
to year in order to reliably provide up to a maxi num of
40, 000 acre-feet per year to the Tongue Ri ver Water
Users' Association under this right and 20, 000
acre-feet per year under the Northern -- to the
Nort hern Cheyenne Tri be under the conpact"”; correct?

A Correct.

Q And | think you talked a little bit about
that, and you said that that 60,000 acre-feet
represents the volune that can be delivered for
beneficial use in any one year; correct?

A Correct.

Q Al right. First, did you know in 1950 the
volunme of the Tongue River Water Users' Association's
contract, if you wll, was 32,000 acre-feet?

A No.

Q You didn't know that that was changed in 1969
to the 40,000 acre-feet?
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A No.

Q kay. We'll see that in M. Smth's report.
So we can agree that the water right is limted to what
could be beneficially used. You said that earlier;
right?

A Correct.

Q And that the reservoir in the Tongue R ver
Wat er Users' Association and the Northern Cheyenne
Tri be can only beneficially use 60,000 acre-feet of
water in any given year; right?

A Yes.

Q Ckay. Isn't that the limt of their water

right then?
A That is the limt of the beneficial use in
any one given year. It does not |[imt the ability to

carry water over in order to ensure a firmyield of
that water right and delivery in any given year.

Q And | et nme ask you this -- this is fun -- if
enough water got past the state line for the reservoir
to get to that 60,000 acre-feet plus its dead pool,
coul d anybody in Mntana be harned? Because they can
only deliver 60; right?

A. Say that again.

Q Coul d anybody in Mntana be harnmed if 60, 000

acre-feet of water got to that reservoir in any given
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year ?

A That assunes that the other water rights that
may be senior to the Tongue River right are being net.

Q No, no. I'mjust talking about if there was
enough water for the reservoir to store 60. Wether it
did or not, then the Tongue R ver Water Users'
Association and the tribe can't be harned 'cause they
couldn't use any nore, could they?

A. If you' re including dead pool, you're
i ncluding other -- the other water rights that were
going through that they -- 60 on top of all those other
rights and they could deliver 60 in any given year --
in that given year, then these -- these contracts woul d
be -- could be fulfilled.

Q Thank you.

MR. KASTE: No further questions.

SPECI AL MASTER: Ckay. Thank you, M. Kaste.
| just have two just quick clarifying questions for the
record.

FURTHER EXAM NATI ON
BY SPECI AL MASTER:
Q First of all, you just referred a nonent ago
to the dead pool. Could you describe what that is?
A. That's the pool in the reservoir that can't

be accessed for release. | believe it's just below the

Bray Reporting - (406) 670-9533



© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 567

TI MOTHY DAVI S - Cctober 21, 2013
Furt her Exam nation by the Special Master

out | et works.

Q And do you know what the size of the dead
pool is in the case of the Tongue River Reservoir?

A | don't.

Q And then second of all, when you were talking
to M. Kaste earlier about M52, on page 2 of that
docunent -- this is a docunent entitled Water Ri ght
D spute Options. On page 6, it notes that the DNRC has
jurisdiction over water users wasting water, using
wat er unlawfully, and then preventing water from noving
to anot her person having a prior right to use water.

So it's your interpretation of this, for
pur poses of adm ni stering your agency, that that
| anguage does not include people who are taking water
out of priority?

A Correct.

Q Ckay. Thank you.

SPECI AL MASTER: So, M. Wechsler, redirect.

MR WECHSLER: |'m sorry, Your Honor. |
didn't hear you.

SPECI AL MASTER: | said, do you have
redirect?

MR. VWECHSLER: Yes, pl ease.
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FURTHER REDI RECT EXAM NATI ON
BY MR, WECHSLER:

Q M. Davis, are you ready?

A Yes.

Q First, | want to ask you about the CBM
M. Kaste asked you a little bit about protections for
wat er users fromwater that is produced related to CBM
do you recall that?

A Yes.

Q Are you famliar with the CBM Protection Act?

A Very generally.

Q And who woul d be the best person to talk to
about the CBM Protection Act?

A | believe that possibly Art Conpton or one of
t he conservation districts.

Q What' s your understandi ng of the CBM
Protection Act?

A Just very generally, that it provides a
mechani sm for conservation districts to play arole in
coal bed net hane devel opnent.

Q Next, M. Kaste asked you a series of
guestions based on the | anguage -- the difference in
| anguage between adm nistration and regul ation. For
t he purposes of your testinony and -- you' re intending

to use the word "regul ation" in what sense?
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A

For -- | have intended to use the word

"regulation" as it relates to water distribution and

enforcenent -- | nean, for permtting -- excuse ne --

for permtting and changes of water rights.

Q

Are you famliar with the Water Use Code

provi sions dealing with water conm ssioners?

A
Q
A
Q

General ly, yes.
If I could get you to turn to 85-5-101.
Ckay.

And this section deals wth water

conmm ssioners; iIs that correct?

A
Q

Correct.

In fact, | think we | ooked earlier at the

training manual, and it includes a copy of many of

t hese statutes; is that correct?

A. Correct.
Q So if you ook with ne here at Section
85-5-101, here in the -- | ooks to be the second

sentence that starts "the comm ssioners"; do you see

t hat ?

> O »

Q

Wi ch subsection?
85-5-101 subsection 1.
Ckay. The comm ssioners. Yes.

And here it's tal king about the authority to

add, neasure, and distribute; do you see that?
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A Correct.

Q What do you understand that to be?

A That is distributing water according to the
priorities in a decree.

Q You were asked by M. Kaste is there any
provision in here having to do with reservoirs. First
of all, would you agree that Kevin Smth is probably
t he best person to ask about reservoir operations and
| aws?

A Yes.

Q And second, if you could turn with ne,
pl ease, to 85-2-305. And if you could please read that
section, including the heading there.

A 85-2-305, "Appropriation permt for
reservoir. A person intending to appropriate water by
neans of a reservoir shall apply for a permt as
prescribed in this chapter."”

Q Do you understand that the rules of this
chapter also apply to reservoirs?

A Yes.

Q And so if soneone wanted a reservoir, they
could sinply go through the process outlined in this
chapter; is that right?

A Correct.

Q If you'll turn with nme, please, again in the
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Wat er Use Act, to 85-20-102.
A Ckay.

Q And | believe with M. Kaste you tal ked about

85-20-105 and al so 85-20-106; correct?

A Correct.

Q One of the things | heard you say was that
for permts you typically do require the neasurenent
and reporting of water use in the Tongue River Basin;
Is that correct?

A Yes.

Q Were there water comm ssioners appoi nted at
any tinme on the Tongue River Basin in the beginning,
20007

A | believe so.

Q Do you know exactly what years those were
appoi nt ed?

A | don't.

Q The court records would reflect when those
wat er conmmi ssioners were appointed; is that right?
Yes.

Do you know i f one was appointed in 20017
| believe so.

20027

| believe so as well.

20047

o > O > O >

In
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A | believe so as well.

Q 20067

A And, again, | believe so.

Q Now, rem nd us of the duties of a water

comm ssi oner.
A To distribute water according to the

priorities.

Q Are they al so neasuring water?
A Yes.
Q Now, the order -- | think we tal ked earlier,

and you said that the water conm ssioners are appoi nt ed
by the district court; correct?

A Correct.

Q And they are under the authority of the

district court?

A Correct.
Q The order appointing a water conm ssioner is
ultimately going to determ ne what -- that water

conmm ssioner's authority for any given year; is that

right?
A Correct.
Q Now, you were asked a series of questions by

M. Kaste having to do with the anmount of water at the
T &Y and M. Nance; do you recall that?
A Yes.
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Q Do you know if the water comm ssioners in
t hose years were determning the anount of direct flow
versus storage water that was used by, say, the T & Y?

A | believe so.

Q And the -- where is the T & Y |located on the
Tongue R ver Basin?

A Towar ds the bottom of the Tongue Ri ver Basin
just up fromthe nouth where the Tongue River neets the
Yel | owst one River.

Q Over a hundred m | es downstreanf?

A Correct.

Q Any idea what the water right for the T & Y

Canal 1s?

A The flow rate?

Q Correct.

A | believe it's 187.5 CFS.

Q Now, | want to | ook at sone flow rates. But
first, I want to ask you, if you' re adm nistering

stored water being released fromthe reservoir, is it

going to be possible, in your opinion, to make sure

that people are only getting stored water w thout

also -- or only getting their direct flow water w thout

al so making sure that they're only taking their share?
A Can you restate?

Q In order to -- so if a water conmi ssioner is
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assigned to adm nister the stored water -- you follow
ne -- does he also have to make sure that nobody is
taking nore than their share of direct flow water?

A Yes.

Q And why is that?

A My under st andi ng, because he woul d be
measuring -- a water conm ssioner would be neasuring
t he anount of water that each water user is entitled to
divert according to priority. And if the only anount
that they could divert would be their contract water,
they would not be able to divert an additional anount
of their decreed right.

Q Okay. Now, let's look at the flow rates.
Now, we tal ked about the T & Y Canal. And it's down
towards the bottom Do you understand it's the | argest
direct flow water right on the Tongue River in Montana?

A That's what | understand.

Q Can you take a |l ook at Exhibit M, please?

Do you have that before you?

A | do.

Q | want you to | ook at page 32, if you woul d,
pl ease.

A. I s that page D327

Q No. I'mactually | ooking at Tabl e 5A, page

32.
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A Ckay.

Q This is M. Book's rebuttal report. At the
top it says, "Table 5A, conparison of state line flow
to direct flow demand."

A Ckay.

Q You have that?

A Yes.

Q Now, do you recall M. Kaste asked you a
series of questions about return flows; correct?

A Yes.

Q The inplication seenmed to be maybe there was
enough water for Montana's pre-1950 water users. D d
you understand that round of questioning?

A Yes.

Q Let's ook here at these flowrates in 2001.
So do you know -- under the Mles Gty Decree, do you
know t he total nunber of CFS to satisfy those rights?

A Not off the top of ny head, no.

Q Over 4007

A | believe it's around 400.

Q And | think you said that it needed
approximately 200 in order to nmake sure sufficient
water gets tothe T & Y; is that right?

A. To Nance and to T & Y rights; correct.

Q Looki ng at 2001. So in June of 2001, what
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was the nean flowrate at the state |line?
A 176 CFS.
Q So that woul dn't have satisfied even the
T & Y?
Correct.
Looking at July, what's the flow rate there?
Fifty-five CFS.
How about August?
Thirteen CFS.
And Sept enber ?

> O >» O » O >

Seventy-three CFS.

Q Now, | think you said that the T & Y is the
second ol dest water right on the river; is that
correct?

A Second ol dest irrigation right.

Q Any idea how many pre-1950 direct fl ow
irrigation rights there are in Mntana?

A | don't know.

Q Let me get you -- do you have M6 there?

A MB?

SPECI AL MASTER: Is this the sane exhibit?
MR. WECHSLER:  Yes, sane exhibit.
BY MR WECHSLER:

Q And if | could get you to |look at the

begi nni ng of Appendix D, which I can get you the page
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nomentarily. So it |looks |ike Appendix D starts on

page 120 of Exhibit M.

A Yes.

Q Do you have that?

A | apologize. It's mxed up a bit.

Q No probl em

A Yes.

Q And so here on page 121 is a water right

I ndex; do you see that?

A Yes.

Q And the Appendix D, if you | ook at page 120,
Is entitled "Montana pre-1950 water rights"; do you see
t hat ?

A Yes.

Q Looki ng at page 124, how nmany pre-1950 direct
flowrights are listed in this appendix?

A Sevent y- seven.

Q And | think you said that the T & Y is No. 2;
Is that right?

A Yes.

Q And so if you | ook back at Table 5A. And in
t hose nonths, | think we | ooked at June, July, August,
Septenber, there was not even enough water to satisfy
the second ol dest right; is that correct?

MR. KASTE: | have to object. | think I
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asked M. Davis about sone general principles. He's
not an engi neer; he's not a hydrologist. Wen we get
to specific math, I think he doesn't have specific
foundati on, education, training, or experience to
answer those kinds of questions. But with regard to
general principles, |I'mokay. | object on that.
SPECI AL MASTER:. So |I'm going to sustain the
obj ection only because | actually think that at this
poi nt, the nunbers and the infornmation is actually
avai lable in the record.
MR. WECHSLER  Fair enough.

BY MR WECHSLER

Q M. Kaste asked you a series of questions
about Exhi bit 552; do you have that before you?

A Yes.

Q And | think his point here was, he had you
| ook at No. 6, which was conplaints to the DNRC, do you
remenber that discussion?

A Yes.

Q And the point seened to be, well, if there's
a conplaint to the DNRC, you require docunentation; do
you recall that?

A Yes.

Q Now, is docunentation required for a cal

wat er user to water user?
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A No.

Q And -- now, the DNRC is the body that
regul ates the water users; correct?

A Yes.

Q We tal ked -- you indicated that you had read
t he Yel |l owstone Ri ver Conpact; correct?

A Correct.

Q And who are the two states under the
Yel | owst one Ri ver Conpact as relevant to this
proceedi ng?

A Mont ana and Wom ng.

Q s there a body that regul ates those two
states?

A Per the conpact?

Q Yes.

A Yes. The Yell owstone River Conpact
Conmi ssi on.

Q What's the conposition of the Yell owstone
Ri ver Conmpact Comm ssion?

A There's one representative from both Wom ng,
one representative from Montana, and then a
representative fromthe USGS.

Q Historically over the years, are you aware of
the -- well, first, if there are disputes under the

Yel | owst one Ri ver Conpact Comm ssion, how are those
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di sputes resol ved?

A They are -- typically there's an attenpt to
resol ve them through the conpact comm ssion and to get
an interpretation or -- by the conpact comm ssion
typically through a vote to resol ve disputes.

Q Wom ng gets one vote?

A Yes.

Q Mont ana gets one vote?

A Yes.

Q Anybody el se get a vote?

A The federal representative is typically the
USGS.

Q Are you aware of the USGS ever exercising its
vot e?

A | am not aware.

Q Are you aware that there had been di sputes

bet ween Montana and Wom ng over conpact interpretation

for years?

A Yes.
Q Do you know how far those di sputes go back?
A In ny experience, they would go back -- |

mean, they go back for decades.
Q And in your -- are you aware of Wom ng ever
agreeing to provide any water to Montana under the

conpact ?
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A No.

Q Now, you tal ked about -- again, wth
M. Kaste, you were |ooking at No. 6 here, which is
conplaints to the DNRC. Let nme get you to | ook back at
No. 1. And will you rem nd us what No. 1, what renedy
that is?

A The No. 1 details that if an informal call
does not work or an informal attenpt to resolve a water
right dispute does not work, that the water user can
file a court action in the appropriate district court.

Q And so the docunentation would be the | egal

conplaint initiating the action?

A Yes.

Q And there's no further docunentation that's
required?

A No.

Q Now, | think you had sonme discussions with

M. Kaste about woul d you expect docunents, that sort
of thing. Now, you were not involved with the
Yel | owst one Ri ver Conpact Comm ssion until, rem nd ne,
what year?

A Thi s year.

Q Now, in the past, if you were told that calls
were made in previous years by M. Stults, would you

bel i eve that that had happened?
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MR KASTE: Rel evance what he believes.

MR. WECHSLER: He's put into issue, Special
Master, the -- you know, whether or not calls were nade
because there's a | ack of docunentation. But there
wll be wtnesses on the stand who are providi ng sworn
testinony that, in fact, those did happen over a course
of a nunber of years.

MR. KASTE: Sure. Just not this one. Let's
ask them

MR. WECHSLER: And we certainly wll be doing
that. But this goes to whether or not the docunents
are the best source of evidence or whether or not, you
know, he woul d believe those w tnesses.

SPECI AL MASTER. | guess |I'm-- ny question
Is exactly what you're asking the wtness. Are you
asking M. Davis about what he believes is M. Stults'
credibility?

MR WECHSLER  Yes.

MR. KASTE: | object to that.

SPECI AL MASTER: | agree. So |I'll sustain
t he objection.

MR. VWECHSLER: Very wel | .
BY MR WECHSLER:

Q Have you seen the orders that were appointing

wat er comm ssi oners?
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A | believe so.

Q Do you know what they were charged with doing
i n each of the years that we were discussing here?

A | believe in nost of the, if not all, of the
years that we're discussing, they were appointing to
deliver contract water by priority.

Q M. Kaste asked you about Exhibit 243. This
Is the Mles Gty Decree?

A Yes.

Q Do you have that before you?

A Yes.

Q Looking at the end, | think M. Kaste's
gquestions had to do with beneficial use and whet her
there was a waste of water; do you recall those
guestions?

A Yes.

Q Are you aware of any indication that there is
waste of water on the Tongue River in Mntana?

A | am not aware.

Q Any -- aware of any indication that there was
waste of water in 2001?

A | am not aware that there was waste of water
in 2001.

Q How about 20027?

A | am not aware of any waste of water in 2002
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ei t her.
Q 20047
A No.
Q How about 20067
A No.

Q The adjudication, ultimately that w ||
determ ne the water rights based on historic beneficial

use; is that right?

A Yes.

Q Do you still have before you Montana Exhibit
M6267?

A Yes.

Q Who in your office is the nost know edgeabl e
person about reservoirs?

A Kevin Smth would be -- the State Water
Proj ects Bureau Chief would probably be the nopst
know edgeabl e person about reservoirs.

Q Is he al so the npost know edgeabl e person
about the Tongue Ri ver Reservoir?

A Yes.

Q You were asked by M. Kaste about paragraph 4
on page 2 of 10; do you recall that?

A Yes.

Q Are you aware that in reservoirs,

sedi nentati on occurs over the years?
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A Yes.

Q And that m ght affect the volunme or capacity
of the reservoir?

A Yes.

Q And so it mght not be a statenent as to the
original capacity of the reservoir?

A Correct.

Q You were asked by M. Kaste about the anount
of water that was put to beneficial use. Are you aware
of what, in Montana, has beconme known as the Painted
Rocks deci si on?

A Yes.

Q And can you descri be, please, what that
decision is?

A The Pai nted Rocks decision was a -- it was a
settlement that determned that the water from State
Wat er Projects needed to be put to a historic
beneficial use unless changed.

Q And the anpunt that's put to beneficial use
under that decision is the anmount that's actually

stored; 1s that correct?

A | believe so.

Q And the water is then avail able for sale?
A Yes.

Q And sale is actually the beneficial use?
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A That nmarketing is the -- yes. Sale and

marketing is the beneficial use for that historic

pur pose.
Q So under Montana | aw, the anpbunt of water
that was historically put to beneficial use, i.e., the

measure of the Tongue River Reservoir, would have been
the anobunt that was historically stored; is that
correct?

A. You can only put -- it's the anmobunt that's
stored for a beneficial use. There is not a water
right just for storage in Montana |law. You have to
store it for a beneficial use. And that beneficial use
can be for marketing, and it can be for other
beneficial uses.

Q The current capacity of the Tongue River
Reservoir is 79,000 or roughly that, thereabouts?

A | believe so, yes.

Q And of that, how nuch can you market ?

A Si xty thousand.

Q If you only stored 60,000 acre-feet in the
reservoir, would you be able to market 60, 000
acre-feet?

A No.

Q Wiy is that?

A That woul d take into account the dead pool.

Bray Reporting - (406) 670-9533



© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 587

TI MOTHY DAVI S - Cctober 21, 2013
Furt her Redirect Exam nation by M. Wchsler

It would take into account -- and in very few years
woul d we be able to actually store and rel ease the
exact anmount that we -- the ampbunt coming in, the
anount stored, and the anobunt rel eased are not al ways
| i ned up because of the -- because of sedinentation,
because of the dead pool, and operating restrictions.
Q In other words, you have to store nore water
in the reservoir in order to deliver the contract
anount ?
A Yes.
MR. VWECHSLER: Your Honor, may | ask -- when
M. Book testified, | believe we provided to the Court
Exhibit M32; and I'd |like to inquire whether you still
have that at the bench?
SPECI AL MASTER: Rem nd nme what exhibit --
MR. VWECHSLER: It is the Water Rights C ains
Exam nati on Rul es anended by the Montana Suprenme Court.

SPECI AL MASTER: Let ne just check.

MB27?
MR WVECHSLER: Yes, sir.
SPECI AL MASTER: | have it.

BY MR, WECHSLER:
Q M. Davis, do you have Exhibit M2 before
you?

A. Yes.
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Q If | could get you to turn, please, to page
41.

A Ckay.

Q And this is under the heading Rule 14B
Quideline. And then if you'll ook there at the

subsection at 2; do you see that?
A Yes.
Q Coul d you read that, please?

A. "The flow rate guideline for reservoirs
associated with irrigation use clains will be as
follows: |, for onstreamreservoirs a flowrate
guideline will not be identified. [IIl, for off-stream
reservoirs the flow rate guideline for storage wll be

the capacity of the diversion and the conveyance
system |If there is no information regarding the
capacity of the diversion or the conveyance system or
the systemis shared by nore than claimnt, the flow
rate guideline of 17 gallons per mnute per acre wll
be used."

Q Turning to the Tongue R ver Reservoir, is it
an onstreamreservoir or an off-streamreservoir?

A It's an onstream reservoir.

Q So it's consistent wwth this guideline, at
| east, that a flowrate would not be applied to the

reservoir?
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A Yes.

MR. VECHSLER: Your Honor, could | have just
a nonent to confer wth my coll eague?

SPECI AL MASTER: Brief nonment, yes.

MR. WECHSLER:  Thank you, Your Honor. No
further questions.

SPECI AL MASTER: Ckay. Thank you very nuch,
M. Wechsl er.

So I'd like to actually begin exam nation of
the next witness only because we haven't really spent a
lot of time this norning. And the afternoon is a
little bit |onger.

So unl ess peopl e have an obj ecti on,

M. Draper, are you ready for your next w tness?

MR. DRAPER  Yes, Your Honor, if you'd like
to use the tine between now and noon.

SPECI AL MASTER: | woul d suggest naybe we
stop at about a quarter after noon. Does that sound
fine?

MR. DRAPER  Very good. Qur next witness is
MIlie Heffner. The exam nation will be conducted by
Ann Yates.

SPECI AL MASTER:  Thank you.

(MIlicent Heffner sworn.)

THE CLERK: Coul d you pl ease state and spell
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your name for the court reporter, please.

THE WTNESS: M nanme is MIIlicent Heffner,
Mi-l-I-i-c-e-n-t He-f-f-n-e-r.

SPECI AL MASTER:  So, good norni ng,

Ms. Heffner. |'msure you were probably hoping that
you woul d be able to get by until after lunch before
you took the stand. So nmy apol ogies for forcing you up
here. But | want to nmake sure that we keep on schedul e
as rmuch as possi bl e.

So, Ms. Yates.

M5. YATES: Good norning, Your Honor. Just
for the record, ny nane is Ann Yates, and |I'm a speci al
attorney general for the State of Montana and al so
chief counsel for the Departnent of Natural Resources
and Conservati on.

Pursuant to your request, |I'd just like to
give you a quick statenment about what Ms. Heffner wll
testify to. She wll briefly informthe Court about
the regulation. And let's stop with regul ation.

Regul ation as in new permtting and grants of changes
to existing water rights under the Montana Water Use
Act for the State of Mntana, al so the mai ntenance of
the centralized database for water rights in the state
of Montana nai ntai ned by the Departnment of Natural

Resources and Conservation, and al so our enforcenent
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responsibilities at the Departnment of Natural Resources
and Conservati on.
SPECI AL MASTER: Thank you.
M LLI CENT HEFFNER,
having been first duly sworn, testified as foll ows:
DI RECT EXAM NATI ON
BY MS. YATES:
Q Ms. Heffner, could you please state your
current business address?
A It's 1420 9th Avenue in Hel ena, Montana.
P. O Box 201601 -- 1424, excuse ne, 9th Avenue. 59620.
Q And by whom are you currently enpl oyed?
A The Departnent of Natural Resources and
Conservati on.
Q And sonetines we refer to that agency as the
DNRC, is that correct?
A Correct.
Q And what is your current position wth the
DNRC?
A |'"'mthe Water R ghts Bureau Chief.
Q And coul d you pl ease descri be your
post secondary education?
A | have a bachel or of science in forest
resource nmanagenent with an enphasis in hydrology. And

| have sone graduate work in natural resource
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managenent, again with an enphasis in hydrol ogy.

Q Have you taken any other courses since your
graduat e studi es?

A | have taken a G S course and a water
resources course through Hel ena Col |l ege of Technol ogy.

Q Coul d you pl ease summari ze your work at the
DNRC before becoming the Water Ri ghts Bureau Chief?

A. In 2005, | started in the Lew stown regional
office as a -- examning clains for the adjudication
program And then | becane the noderni zation program
manager in the Water Qperations Bureau in Hel ena
wor ki ng with FEMA and | ocal communities in updating
their floodpl ain maps.

Then in 2008, | becane the -- a new
appropriations programspecialist in the Water Rights
Bur eau hel pi ng the new appropriati ons program rmanager
provi de gui dance to the regional offices on howto
process, permt, and change applications, in addition
to helping to review the decision docunents that were
com ng out of the regional offices.

Shortly thereafter, | becanme the new
appropriations program nmanager and supervi sed the new
appropriations programspecialists and helped to
devel op sone of those processes and procedures that the

regional offices would then utilize in order to process
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the permts and change applicati ons.

Q And how | ong have you held your current
position at the DNRC?

A Since 2011.

Q And are you ever called upon to educate other
I ndi vi dual s about the Montana Water Use Act and DNRC s
requi renent s?

A. Yes. We do education for our regional office
staff in addition to other agencies. And we' ve al so
conduct ed educati onal prograns for continuing education
for realtors. And | have also presented at the annual

Mont ana Wat er Law CLE.

Q How many tinmes have you been a presenter
t here?
A Twi ce.

SPECI AL MASTER: Just for the reporter, by
the way, | think that's CLE.
THE W TNESS. Yes.
BY M5. YATES:
Q kay. Previously, we've had admtted
Exhi bit 232, Mntana 232, the DNRC organi zati onal
chart. Were does the Water R ghts Bureau fall in the
DNRC or gani zati on?
A It's within the Water Resources Divi sion.

Q Who is your supervisor?
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A Ti m Davi s.

Q Coul d you briefly explain the different
functions of the Water Ri ghts Bureau?

A There is the new appropriations program
whi ch deals with the processing of the permt and
change applications and reviews the decision docunents
com ng out of the regional offices.

We al so have the hearings unit. And that
unit hol ds contested case and show cause heari ngs on
t hose permt and change applications.

In addition, there is the records unit. And
that unit is responsible for maintaining the paper
records of all of the water rights. They nmake sure
that they have an inventory and know where those files
are located at any given tine. They're also in charge
of scanning all of the inages in those paper files and
providing themto the public.

W al so do, as | have stated, sone public
outreach on -- to various entities. W |ook at
enforcenent in the sense of illegal uses of water as
TimDavis previously testified to. W |ook at those
cases where soneone is using water without a permt or
a change.

Q And just to clarify a little bit, we use the

term "change applications” quite a bit. Wat do you

Bray Reporting - (406) 670-9533



© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 595

M LLI CENT HEFFNER - Cctober 21, 2013
Direct Exam nation by Ms. Yates

nmean by "change application"?

A If a person wants to change their point of
diversion, their place of use, their purpose, or their
pl ace of storage, then they have to submt an
application to the DNRC

Q Okay. And approximately how many files is
the DNRC responsible for maintaining as part of its
water rights records unit in the database?

A. There are approximately somewhere in the
nei ghbor hood of 450, 000 fil es.

Q And what specifically are your duties as
bureau chief?

A My duties are supervising the managenent of
those things that | had just stated in addition to
reviewing the prelimnary determ nations by the
regi onal offices on the permt and change applications.

| also draft adm nistrative rules, new and
revised adm nistrative rules. | assist in drafting
| egi slation that m ght be presented by the departnent,
in addition to helping to review | egislation that m ght
be proposed by other entities.

| also help create and i npl enent guidelines
and policies statewide for the processing of the water
rights.

Q And are you al so responsi ble for the general
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budgetary and adm nistration of the unit?

A | am

Q Approxi mately how many staff do you supervise
in Hel ena either directly or indirectly?

A Fourteen total and four direct.

Q And are there other staff outside of Hel ena
that help carry on the functions of the Water Ri ghts
Bur eau?

A. Yeah, as | had alluded to, there are eight
regi onal offices, and these regional offices process
the permt and change applications. And we provide the
gui dance to those regional offices under which they
oper at e.

Q kay. We'll turn briefly to howto obtain a
water right in Montana. Prior to your testinony,
there's been rmuch di scussion about the July 1, 1973,
date. Wiy is that date inportant?

A Any water rights that were put to use prior
to July 1, 1973, are -- were required to be filed under
t he adj udi cation process. Any water rights
post-July 1, 1973, any new use of surface water or
groundwat er need to apply to the departnent in order to
obtain a water right. They also need to cone to the
departnment if they would |like to have a change of use

of their water rights.
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Q Can a person divert, inmpound, or wthdraw
water for a beneficial use in the state of Mntana
Wi t hout obtaining a water right from DNRC?

A No.

Q kay. On average, about how many permt
applications has the bureau processed in each of the
| ast three years?

A Approxi mately 70 per year.

Q And on average, about how many change
applications has the bureau processed in the last three
year s?

A Appr oxi mately 40.

Q Okay. And what criteria does DNRC use to
determ ne whether to issue a beneficial water use
permt?

A We use the criteria under 85-2-311 MCA. And
that criteria -- well, the applicant has to show by a
preponderance of the evidence that the water is
physi cal ly avail able during the period of tinme they
wi sh to appropriate. They have to show that the water
Is legally available during the tine that they wwsh to
appropriate. And they have to show that the water is
going to be beneficially used and that the flow rate
and vol une being requested is the anmount needed for

t hat beneficial use. They have to show that the neans
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of diversion are adequate and that they have a
possessory interest in the proposed place of use.

Q And how does the burden being on the
applicant to affirmatively prove these criteria conpare
to the process that was in place prior to July 1, 19737

A Prior to July 1, 1973, it was prima facie
evidence. And so -- and post-July 1, 1973, now t he
burden is on the applicant.

Q How did one obtain a water right prior to
July 1, 1973?

A As Timtestified, they could just sinply put
the water to use as use right, or they could file with
t he courthouse.

Q And was there any central authority that
granted water rights at that tine?

A No, there was not.

Q And i f soneone was injured, let's say, by a
filed right that had been put into practice, what was
their recourse?

A District court.

Q Al right. Could you please explain the
actual process that an applicant has to go through when
they would like to obtain a water right fromthe
Depart nent of Natural Resources and Conservation?

A An applicant would file an application. And
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once the application has been filed, the departnent

will ook at that application to determ ne whether it's
correct and conplete. |In other words, is there enough
I nformati on provided on that application for the
departnment to do a technical analysis of the proposed
use.

Once the application is deened correct and
conplete, then the departnent will |look at the criteria
and do an analysis of the criteria and draft a
prelimnary determ nation docunent and prelimnarily
determ ne whether to deny the application or grant the
application. |If the departnent -- that decision
docunent cones to the central office where nyself and
nmy staff will review that docunent to ensure that it is
consistent with statute adm nistrative rule and ot her
deci sions that have been issued across the state.

If it is a prelimnary determnation to
grant, that application will be publicly noticed. And
then if there are no objections, the prelimnary
determ nation wll be adopted as the final order, and
the water right will be issued.

If there is an objection to the prelimnary
determ nation, then the departnent wll hold a
contested case hearing, and then the hearings exam ner

wll issue a final order.
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After that final order has been issued, then
that could be appealed to district court.

If the prelimnary determnation is to deny,
the departnment will hold a show cause hearing. And
then the hearings examner will issue a final order.

If the final order is to grant, then it wll proceed
t hrough the public notice process.
Q Ms. Heffner, |'mholding up a book entitled

Water Rights In Montana; are you famliar with this

docunent ?
A | am
Q It's already been admtted as M230. The date

on the docunent is April 2012. Wre you Water Rights
Bureau Chief at that tine?

A | was.

Q s the process that you just described
contained within this manual ?

A It is.

Q Coul d you please turn to Exhibit Ms53? And
do you recogni ze this docunent?

A | do.

Q And what is it?

A. It is an application for beneficial water use
permt for surface water.

Q WAs it prepared by DNRC?
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A It was.

Q And it was prepared under your direction?
A It was.

Q And is this version of the docunent

substantially as it exists today?

A Yes. There m ght be sone m nor changes, but
yes.

Q And is this docunent avail able on the DNRC
website?

A It is.

Q Coul d you briefly describe what this docunent
cont ai ns?

A It contains information the applicant needs
to provide in order for us to look at the criteria. So
It asks for the flow rate and volune that's being
requested. And it asks for, you know, sone physi cal
availability information. |If there's not a USGS gauge
station, then we ask themto submt neasurenents. It
asks for what their plan is not to create an adverse
effect. It asks for diversion nmeans information so
that we can nmake a determ nation of adequacy. And it
al so asks why the flow rate and volune is being
requested so that we can determ ne whether that's
needed for the beneficial use.

MS. YATES: Your Honor, | nobve for adm ssion
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of Exhi bit Mntana 553.
SPECI AL MASTER: Ckay. Thank you, M. Kaste.

So --
THE REPORTER: | didn't hear what you said.
MR. KASTE: | said, no objection.
SPECI AL MASTER: Then he said, "Your Honor,"
| think.

So Exhibit Mb53 is admtted into evidence.
(Exhi bit Mp53 admitted.)
BY Ms. YATES:

Q Ms. Heffner, just for clarification, are
t here additional docunents that can be filed with M53,
t he application?

A Yes. This is just a base application, |
guess you could say. W have addenda that we have for
each type of application so that we can tailor the
application to the specific itemthat's being
r equest ed.

Q And are those addenda avail abl e on the DNRC
website?

A They are.

Q What factors does DNRC exam ne in determning
whet her a surface water applicant for a beneficial
wat er use permt has proven | ack of adverse effect to

ot her appropriators?
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A First what we're going to look at is |egal
availability of the surface water source. And how we
do that is we'll ook at a conparison of the |egal
demands on the source in conparison to the physical
availability and the source of supply.

Then we're going to | ook at what the
applicant's plan is not to create an adverse effect.
And that could include -- that does include in tinmes of
wat er shortage. So even though water nay be legally
avail abl e, they have to have a plan to be able to honor
a call in case of a water shortage.

Q Does DNRC follow a simlar process in
criteria for processing an application for a
groundwat er beneficial use permt?

A It is a simlar process. However, we do | ook
at -- in addition to the legal availability of the
groundwat er, we al so | ook at the connectivity to
surface water and any effects that that groundwater
appropriation nmay have on surface water. And we w ||
| ook at induced infiltration. |In other words, is the
well directly causing surface water to be punped? O
we al so | ook at prestream capture, water that would
otherwi se get to the source as if being captured by
t hat cone of depression prior to being able to reach

t he source.
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And then we woul d | ook at what that anmount is
bei ng depleted fromthe surface water source and
whet her that woul d create an adverse effect.

Q s there additional information that needs to
be filed wwth a groundwater application?

A In a closed basin, the applicant is required
to provide information obtained through a hydrogeol ogic
assessnment which | ooks at the aquifer properties and
| ooks at the depletion to surface water sources.

In open basins, that is analysis that the
depart nment does.

Q And is the requirenent for the hydrogeol ogic
assessnent, is that statutory?

A It is statutory.

Q Do you happen to know whi ch statutes those
are?

A It is 85-2-360, 361 MCA

Q And so in both open and cl osed basi ns, does
t he departnent conduct the sanme kind of analysis with
t he groundwater, surface water interaction?

A It does.

Q Coul d you please turn to what's been marked
as Mb54? Do you recogni ze this docunent?

A | do.

Q VWhat is it?
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A It is a groundwater application for
beneficial use permt.

Q Was it prepared by DNRC?

A It was.

Q Was it prepared under your direction?

A It was.

M5. YATES: Your Honor, | nove for adm ssion
of Mb54.

MR. KASTE: No objection.

SPECI AL MASTER: Ckay. Then Exhibit 554 is
admtted into evidence.

(Exhi bit M54 admtted.)

SPECI AL MASTER: Let ne just stop you here,
and this mght be a good tine to take a break. But |I'm
al so thinking, |ooking ahead and assum ng you're
pl anni ng on al so i ntroduci ng M655 and Mb556.

M. Kaste, just to save sone questions --

MR. KASTE: No objection.

SPECI AL MASTER:. Ckay. So why don't we go
ahead, then. W wll admt both M55 and 556 into
evi dence, which does not nean, Ms. Yates, that you
can't ask relevant questions regarding those docunents.
But you don't need to worry about M. Kaste or setting
a foundation for these particul ar docunments. They w |

be admtted into evidence. So, again, hopefully that
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will save a few mnutes at |east.
(Exhi bits M655 and Mb56
admtted.)
M5. YATES: Thank you, Your Honor. | see

that it's 12:15.
SPECI AL MASTER: That's what |' mthi nki ng.
So why don't we take a break now, and then we wll cone
back at 1:15 this afternoon. So everyone can again
stay seated. Thank you.
(Recess taken 12:16 to 1:20
p.m, Cctober 21, 2013)
SPECI AL MASTER: You can be seat ed.
Okay. Ms. Heffner, | hope you enjoyed your
| unch. And you understand you're still under oath?
THE W TNESS: Yes.
SPECI AL MASTER: Thank you. You can proceed.
M5. YATES: Thank you, Your Honor.
BY M5. YATES:

Q | believe where we |eft off before |unchtine
was Exhibit M54, which is the application for
groundwat er beneficial water use permt. M. Heffner,
do you have that in front of you?

A | do.

Q Coul d you briefly describe the kinds of

i nformation that this formrequests?
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A It's simlarly to the surface water
application. W ask for the flow rate and vol une bei ng
request ed and why that anmount's needed for the purpose.
We | ook at -- we ask for information on physi cal
groundwat er availability by nmeans of an aquifer test
report. We look for diversion neans information. And
we ask for what their plan is not to create an adverse
ef fect.

Q Ms. Heffner, | see on this application that
there are also a list -- there's also a list of
addenduns. Could you briefly explain those?

A Yes. One's the -- the first addendum here is
the aquifer testing report. And admnistrative rule
requires that an aquifer test be conducted. And the
results of that test are to be reported in that aquifer
test addendum There's also a reservoir addendum whi ch
asks for information on the reservoir regarding the
capacity information of that nature.

I f the groundwater appropriation is in a
cl osed basin, we'll ask for a basin closure addendumto
be conpleted. And if it's the Yell owstone control
groundwater area, we'll also ask that a separate
addendum be conpl et ed.

Q And does DNRC al so have adm nistrative rules

that apply to the permt application process?
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A Yes, we do.

Q What factors does DNRC | ook at when they're
trying to determ ne whether or not an applicant for a
groundwat er beneficial use permt has proven | ack of
adverse effect to other appropriators?

A The primary thing we |l ook at is their plan.
And as | alluded -- as | spoke about earlier, their
pl an has to include any adverse effect, potenti al
adverse effect to both groundwater, other groundwater
appropriators and surface water appropriators. And
typically, what we'll see with depletions to surface
water is a mtigation plan not to create an adverse
effect. And nost of that mtigation plan would have to
be in the formof the sane rate, timng, |ocation, and
duration of that depletion. For exanple, an applicant
could propose to retire acres if the depletion were
going to be seasonal in order to offset that depletion.
So they'll retire a consunptive use in order to
mtigate for a new consunptive use.

Many tinmes, those plans have to take into
account that because of the delay in the timng of a
groundwat er appropriation, nost of the tinme, even
t hough the appropriation may be for -- maybe Apri
t hrough October, the depletions are likely going to

occur year-round. So their plan is going to have to
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be -- acconmopdate for that year-round depletion as
wel | .

Q How do you determ ne whether or not an
applicant needs to have a mtigation plan?

A W would do a net depletion analysis. In
ot her words, we would | ook at whether there was a
depletion to that surface water source. And that
analysis is typically done by our groundwater
hydr ol ogi st and t he Water Managenent Bureau using the
aqui fer properties that are determ ned fromthat
aqui fer test that has been submtted by the applicant.

Q Do you also | ook at legal availability of the
surface water?

A Yes.

Q And coul d you explain how that works wth the
depl eti on?

A What we would do is we would | ook at, again,
with the surface water -- as with the surface water
application, you | ook at the | egal demands on the
source. In this case, you would | ook at the I|egal
demands in the area where the depletion would be
occurring. And then you would conpare that with the
water that's physically available. And then you would
determ ne whether there's enough water available to

accommodate for that depletion.
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And if there is not, then they have to have a
plan not to create an adverse effect due to the
addi tional depletion that does not have water
availability.

Q And woul d you al so go through this process
for aquifers that are not diluvial?

A Yes. This is for any aquifers we | ook at.
Because al though it may not be imredi ately connect ed,
it is connected at sonme point in tine. And so we would
| ook at the depletion there as well, yes.

Q So are applicants required to nake --
assum ng any adverse effect, required to mtigate only
depl etions that are neasurabl e?

A No. They also have to -- as long as it's
cal cul abl e, they have to have a plan for that
depl eti on.

Q And the mtigation plan woul d address what
ki nds of characteristics about the depletion?

A It would, again, have to be -- it would have
to accommodate for the sane rate, timng, and | ocation
that the depletion was occurring.

Q Ckay.

A And t he anount.

Q How does DNRC det erni ne whether or not a

groundwat er source and a surface water source are
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hydr ol ogi cal |y connect ed?

A The aquifer test report is used by our
groundwat er hydrol ogi sts, who determ ne the aquifer
properties. And then they do an analysis to determ ne
t he anobunt of prestream capture that would be occurring
and any induced infiltration that woul d be occurring
and in what sources that -- source or sources that
depl etion m ght occur, because the depletion may not
mani fest just in one source. The depletion may
mani fest in multiple sources.

Q And coul d an applicant be required to
mtigate in those nmultiple sources?

A Yes.

Q I n your experience in review ng permt
applications, is nost groundwater connected to surface
wat er ?

A Typically there is a connection.

Q Now that we're finished tal ki ng about
permts, 1'd like to ask you a few questi ons about
whet her there are any exceptions to the process.

A There are a few exceptions to the permtting
process. The nost common is the notice of conpletion.
And that is the groundwater appropriation for
35 gallons per mnute not to exceed 10 acre-feet. And

that conmes into the departnment after the water has been
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put to use in a permtting process. You have to cone
to the departnment prior to putting the water to use
under this exception; that would cone in after.

Q And in -- what do you call that kind of water
right?

A That's a certificate and notice of a
conpl eti on.

Q kay. Are there other exceptions to the
permtting process?

A There is a stock water surface water permt.
And that exception is for stock water that has a
maxi mum appropriation of 30 acre-feet with a reservoir
capacity that does not exceed 15 acre-feet. It has to

be on a nonperenni al source and accessible by 40 acres

or nore.
Q And are there other exceptions as well?
A There is a geothernal exception that is also

a notice of conpletion. And there is a fire exception.
Q And if one were to |look for these in the
Mont ana Code Annot ated, where would they find thenf
A They woul d find themin 85-2-306.
Q Let's tal k about the stock pit exception just
briefly. As you nentioned, it's for |less than 30
acre-feet with a capacity of less than 15 acre-feet.

Under this exception, is a volune appropriated limted

Bray Reporting - (406) 670-9533




© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 613

M LLI CENT HEFFNER - Cctober 21, 2013
Direct Exam nation by Ms. Yates

to the actual capacity of the reservoir built?

A No, it's not.

Q So, for exanple, if someone built a reservoir
that was 6 acre-feet, how nuch water could they
appropriate under this exception?

A Thirty acre-feet.

Q And if they had a capacity of 10 acre-feet,
how much water could they appropriate?

A. Up to 30 acre-feet.

Q Coul d soneone cone in for a new permt which
woul d i nclude storage with greater than one fill of the
capacity of the storage?

A Yes.

Q Under what conditions could they do that?

A W woul d -- what the departnent woul d be
| ooking at is the anount, the volume that woul d be
needed for their beneficial use. So if that beneficial
use is -- anmount is greater than the capacity, then
that is what woul d be granted.

Q Wul d that be consistent with your
understanding of all permtting since July 1, 19737

A Yes.

Q We're going to turn right now to change
applications. Does the Water Ri ghts Bureau al so

process change applications?

Bray Reporting - (406) 670-9533




© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 614

M LLI CENT HEFFNER - Cctober 21, 2013
Direct Exam nation by Ms. Yates

A Yes.

Q And, again, we've talked briefly about change
applications, but just for a rem nder, what are change
appl i cations?

A If a water user wants to change their point
of diversion, their place of use, their purpose, or
their place of storage, they need to apply to the
departnent to do so.

Q And if they wanted to add storage, woul d they
al so have to cone in for a change?

A Yes.

Q What criteria does DNRC apply to determ ne
whet her or not a change application should be granted?

A We | ook at the criteria under 85-2-402

Mont ana Code Annotated. And, again, the applicant has
to show, by a preponderance of the evidence, the
criteria which are a |l ack of adverse effect to both
seni or and junior users on the source. They have to
show that the water is a beneficial use and that the
flowrate and volune is needed for the purpose,
di versi on neans are adequate, and that there is a
possessory interest in the place of use where the water
I s being proposed to use.

Q Coul d you pl ease explain how DNRC woul d

process an application for a change?
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A It would be simlar to permt application, in
that we woul d receive the application and | ook for --
| ook at whether the application is correct and
conplete. Do we have all the information needed in
order to review it for the criteria? Once it's deened
correct and conplete, then we would go through the rest
of the process as stated under the permt. Do you want

me to go through all of that?

Q | think you're fine.
A Ckay.
Q Il will just ask you if those decisions, those

draft decisions cone to the central office for review
before they're issued?

A Yes.

Q Why does DNRC | ook at adverse effect to
junior as well as senior appropriators?

A The reason that the departnent | ooks at
adverse effect both to junior and senior water users is
because an appropriator has a right to the stream
conditions as it was substantially when they cane on.

Q And what factors does DNRC exam ne when it's
determ ni ng whet her or not an applicant has proven | ack
of adverse effect to both senior and junior
appropriators?

A The first thing, and probably the nost
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i nportant thing, we look at is the historic use, how
that water right was historically beneficially used.
And the information that we | ook at when determ ning
that is -- and one of the questions we ask on the form
I s how have you historically used that water fromthe
poi nt of diversion all the way to the place of use? So
we | ook at how it was diverted, howit was sent through
t he conveyance facilities, and then how it was used.

For exanple, with irrigation, did they divert
that water 24/7, or did they have to stop diverting at
certain tinmes of the irrigation season in order to hay?

So we do |l ook at that pattern of use. It is
I nportant in determ ning what the volune is for that
water right. |In many instances, that may not be --
have a nunber assigned to it through the adjudication
process. So we have to |look at what that historic
di verted vol une was.

And then what we |l ook at is what the historic
consunptive use of that water right was. So we'll | ook
at the purpose and how they use that water to determ ne
an amount. For irrigation, we do have sone consunptive
rules that we would apply if an applicant doesn't have
additional information. And then we take that
i nformation for the diverted volune and the consunptive

vol unme and the pattern of use and | ook at the rate,
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timng, and |location of the historic return flows.
Once we have that information, we'll conpare
It to what the new use is and see whether there is a
change in that rate, timng, and | ocation of return
fl ows based on what their proposed change is and
whet her that change will create an adverse effect. In
other words, is there reduced return flow sonewhere
t hat other users have been reliant on historically?
And that could be due to increased
consunption. That could be due to a change in the
pattern of use. That could be due to conpletely -- to
novi ng downstream of other users so that there is no
return flowin that stretch anynore where it
historically was. And that could | ead to additi onal
call on the source and this adverse effect.

Q Coul d you, for exanple, wal k us through the
el ements that you just discussed in a potential change
fromflood irrigation, and you're changing the place of
use and you're going to use sprinkler irrigation?

A So if -- typically, for flood irrigation --
and a lot of this is source specific too. For exanple,
If water was only available fromApril through July and
you needed a certain head of water to get through your
ditch, and you're now going to sprinkler irrigation --

THE REPORTER: Excuse ne. I'msorry. M
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machi ne froze up again. ay, so "...and you' re now
going to sprinkler irrigation..."

THE W TNESS: And you're now proposing to
change to flood irrigation -- or to sprinkler
irrigation. Cenerally, with sprinkler irrigation, you
don't have to divert as nuch, particularly if you're
going to be using a punp. And so you're going to be
diverting less earlier in the season. And while you
may not exceed that overall seasonal volune, you're
going to be able to potentially divert it further down
I n the season, because you don't need as much head of
water. You can take it with that punp a | ot |onger
than you could with that headgate. So we woul d | ook at
things like that.

I n addi ti on, because sprinkler irrigation is
nore efficient, it's likely that you re going to be
consuming nore if you' re proposing to irrigate the sane
anmount of acres. So we would be | ooking at that as
wel | .

BY MS. YATES:

Q And why is historic use inportant as part of
the analysis in a change proceedi ng?

A. Because that shows the perfection of your
wat er right, how that water right was perfected.

Q And | realize that you went over this
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slightly in the exanple that | gave you. But what
ki nds of changes could be an adverse effect to other
appropriators?

A I ncrease in consunption, for exanple, flood
to sprinkler. Changing fromupstreamto downstream
where water m ght be nore available so that you're
capabl e of diverting water |onger and you, perhaps,
have people that you could call now that you couldn't
previously call. That could be an adverse effect.

Q And woul d changing the timng of the anount
of diversion as part of a change, could that also be an
adverse effect?

A Yes. Because that could potentially change
the rate timng and return of flows as well.

Q Even if that were within the period of
di version stated on the water right?

A Yes.

Q So if soneone proposed to change the pattern
of use of their water right as part of the change
proceedi ng, and this change coul d decrease fl ows
avail able to other appropriators, even a junior, would

DNRC grant that change absent a plan to address adverse

effect?
A. The only way that we would grant that is if
they had a plan to not create an adverse effect. |If
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there was no plan, then, no, we would not grant that.

Q To your know edge, is there any exception to
the principle of Iooking at return flows as part of the
a change application?

A It is my understanding that State Water
Projects has a special provision for that.

Q And is the change process also briefly
described in the Exhibit M30, water rights in Mntana,
previously adm tted?

A Yes.

Q Coul d you pl ease take out Exhibit M55 that's
previously been admtted? And what is this?

A This is an application to change an existing
irrigation water right.

Q And coul d you briefly describe the kinds of
i nformati on the DNRC requests?

A W are asking for, again, the flow rate and
vol ume bei ng requested and why that anpunt is needed.
And we are asking for historic use information so that
we can get at that historic pattern of use, what the
diverted volune is, and what the consunptive volune is
and what their plan is not to create an adverse effect.

Q And as wth the other applications that we've
exam ned today, are there al so addenda that may go with

this application?

Bray Reporting - (406) 670-9533



© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 621

M LLI CENT HEFFNER - Cctober 21, 2013
Direct Exam nation by Ms. Yates

A Yes.

Q And do you recall what those addenda m ght
be?

A There are sone listed on the front of the
application form And sone of those include historic
wat er use addendum So if an applicant doesn't want to
use the consunptive use anounts that are given in our
adm nistrative rule but would i ke to argue for an
anount greater, they can provide Billings' historic use
information in that addendum There's also a change to
I nstream f| ow addendum a change in purpose addendum
sal vage wat er addendum And then we al so have a
provision for a tenporary change. So there would be a
separ ate addendum for that as well.

Q s the application and are the addenda
avai |l abl e on the departnent's website?

A Yes.

Q Coul d you pl ease take out what's been marked
Mont ana Exhi bit 556, previously admtted? What is this
docunent ?

A This is an application to change an exi sting
nonirrigation water right.

Q Coul d you briefly describe any differences in
this application fromthe other application we just

di scussed?
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A No. This is all simlar-based information
that the departnent woul d ask.

Q And it woul d, perhaps, contain the sane
addenda as Exhi bit M55?

A It woul d, yes.

Q And we've briefly discussed the Departnent of
Nat ural Resources and Conservation permtting and
change procedures and criteria; do these apply
st atewi de?

A Yes.

Q Wul d they apply in the Tongue Ri ver Basin?

A Yes.

Q Are there any special rules regarding
permtting or change applications that would be applied
i n the Tongue River Basin?

A No special rules, no.

Q Let's talk a little bit about storage. That
seens to be the hot topic today. Does DNRC consi der
storage of water a beneficial use in Mntana?

A In and of itself, storage is not a benefici al
use.

Q Woul d DNRC ever issue a beneficial water use
permt just for storage, sonething called a storage
right?

A No.

Bray Reporting - (406) 670-9533




© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 623

M LLI CENT HEFFNER - Cctober 21, 2013
Direct Exam nation by Ms. Yates

Q And what ki nds of beneficial uses could a
storage reservoir -- water stored in a storage

reservoir be used for?

A It could be used for any nunber of purposes.
It could be used for irrigation. It could be used for
I ndustrial. It could be used for marketing.
Municipal. It could be used for any nunber of
pur poses.

Q And when you say "narketing," do you al so

mean sal e?

A Yes.
Q Could it also be stored for recreation?
A Yes.

Q Ms. Heffner, have you ever heard of anything

called the one-fill rule?

A | have heard of it, but I'mnot famliar with
it.

Q kay. |I'mgoing to describe to you what |
understand to be the one-fill rule. So if you'll just

bear with ne.

A Ckay.

Q You're allowed to fill to capacity of your
reservoir. There's no accounting for evaporation. So
there's no water right that woul d cover the evaporation

fromthe reservoir. And to the extent that you don't
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store every day that water is not called downstream to
a downstreamwater right, the water not stored is
count ed agai nst that capacity volune for your water
right for the year.

I n your experience, does Mntana have
anything that resenbles this rule?

A No.

Q Does DNRC require off-streamreservoir
storing water for beneficial use without a permt?

A Yes.

Q Do they require onstreamreservoirs storing
water for a beneficial use to have a permt?

A Yes.

Q And what is the difference between those, if
they were to be permtted?

A The only difference woul d be that an onstream
reservoir would not be designated a flow rate, whereas
an off-streamreservoir woul d.

Q | s that standard?

A Yes.

Q When soneone applies to DNRC for a new
permt, including storage, are there any standard
vol unes placed on the storage conponent of the right?

A There are no standards. That volune is

determ ned by the beneficial use.
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Q Wul d Departnent of Natural Resources and
Conservation allow carryover storage for the storage
conmponent of a new water right?

A Yes.

Q What is your understanding of the term
"carryover storage"?

A It would be an anobunt that would be stored in
one year in order to offset a |ack, perhaps, in the
next year.

Q And are you aware of DNRC ever conditioning
the permt such that carryover storage woul d count
agai nst an appropriator for their next water year's
fill?

A No.

Q Does DNRC al |l ow a new appropriator to
appropriate water that would cover evaporation of the
st orage conponent of a water right?

A Evaporati on has to be included. That goes
towards the beneficial use conponent.

Q To your know edge, has DNRC ever required as
a condition of a permit that the permttee divert water
I nto storage every day under their period of diversion
until the storage reservoir is full?

A No.

Q To your know edge, has the departnent ever
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conditioned a permt to require permttee to store
wat er every day when water is physically and legally
avai | abl e?

A No.

Q Now |'mgoing to turn to the centralized
dat abase, which is also a function the Water Rights
Bureau. Could you briefly explain what the database is
when we tal k about the centralized dat abase?

A. The database is a digital reflection of all
of the paper water rights that the departnment has on
file. And it tracks the ownership and all of the
el ements of that water right that would be reflected in
t he paper file.

Q And what kinds of water rights would be found
I n the dat abase?

A Statenments of claimof permts, certificates
of water right, any type of water right that would be
on file with the departnent.

Q And when you say "statenents of claim" are
those the water rights reflected in the statew de
adj udi cation for pre-July 1, 1973? Wat are statenents
of clainf

A. Statenents of claimare water rights that
were filed in the adjudication pre-July 1, 1973.

Q And woul d the dat abase al so i ncl ude what are
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"water reservation"?

A Yes.
Q Briefly, what's a water reservation?
A A water reservation is a provision in statute

that allowed for a public entity to reserve water for a
current or future need. And we have water reservations
for Fish, WIldlife and Parks, for |ocal conservation
districts, for nunicipalities.

Q And does the database al so i nclude what we
cal l ed "conpact rights"?

A Yes.

Q What are conpact rights?

A Those are water rights that are determ ned
t hrough conpacts, either through -- with the federal
governnment or with the tribes.

Q And does the centralized database al so
I ncl ude change applications granted by the departnent?

A It does.

Q And is the database periodically updated to
reflect water court activity?

A Yes.

Q And coul d you explain that just a little bit?

A. Typically, what occurs in that process, when
the water court may adjust any elenent of the water

right, they'll send that information to the departnent.
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And then the departnent will reflect that. And the
dat abase will update that informtion.

Q So generally, if one were to pull up a water
right in the centralized database, it would reflect the
current water court activity on the water right
adj udi cation; is that correct?

A Yes.

Q And so does the database contain all the
wat er rights in Montana?

A It contains all the water rights with the
exception of those clainms that were exenpt fromthe
filing process that Tim had tal ked about earlier.

Those are the stock direct from source and donestic
direct fromsource and then the groundwater for
donesti c and st ock.

Q kay. Now I'mgoing to turn to the
departnment's enforcenent responsibilities. Could you
briefly explain what kind of enforcenent the departnent
carries on?

A The Water Ri ghts Bureau will | ook at
enforcenment with respect to illegal uses of water. In
other words, there is no permt or no change, and there
shoul d be.

Q And what is the typical process that brings

enforcenent into play before the departnent?
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A Typically the departnment will receive a water
use conplaint. And once a conplaint is received in the
regi onal office, they will go out and do an
I nvestigation of that conplaint to determ ne whet her
there is, in fact, a violation of the Water Use Act.

Most of the tine, there is voluntary
conpliance. So if there is a violation, generally what
we do is we work with that individual to help themfile
the appropriate form whether it's a change
aut hori zation or a permt or even a certificate of
wat er right.

If they don't voluntarily conply, which is --
has been relatively rare, then that could proceed on to

a court action.

Q And has the departnent taken individuals to
court to enjoin illegal use of water?

A Yes.

Q Has t hat occurred where soneone has, let's

say, inpounded water onstream or beneficial use wthout
a permt? D dthe departnment go in and seek an
I njunction in that case?

A Possibly. | don't -- yes. | was -- which
case are you referring to?

Q The Bowran case.

A. Yes. Yes.
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Q So the departnent has been successful in

j oi ning onstream ponds that did not have a water use

permt?
A Yes.
Q And has the departnent also gone in to

enforce the change process where an individual was
usi ng water w thout obtaining the required change
aut hori zation fromthe departnent?
A Yes.
Q Does DNRC, by practice, get involved in
di sputes with water users who have pre-July 1, 1973,
water rights?
A No, we don't get involved with water rights
distribution pre-July 1, 1973, no.
Q Typically what do we advise water users in
t hat case?
A To work with the water court.
M5. YATES: Your Honor, | have no further
guesti ons.
SPECI AL MASTER: Ckay. Thank you very nuch.
So, Ms. Yates, |I'mgoing to have just a couple of
gquestions for Ms. Heffner.
EXAM NATI ON
BY SPECI AL MASTER:

Q Again, just clarifying. Let's start out
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agai n tal ki ng about water that is going to be stored.
So first of all, just to make clear, if you want to
store the water that you will be using, then you need
to not only submt the basic claimfor a new
appropriation, but also the addendunf

A Correct.

Q And can you tell nme what type of information
I s asked for in the addendunf

A. The majority of the information goes to the
capacity and al so the diversion wirks that we're going
to be looking at. You know, is there a spillway? Wat
kind of information? Just basic information about the
reservoir.

It doesn't -- the beneficial use information
IS separate in the base application. So really we're
just looking for technical infornmation on the
reservoir.

Q And if | understood your testinony earlier,
when you have reviewed an application for a new permt
that's going to involve storage, then when -- if and
when you grant the application, issue a permt, it wll
tell you how nuch water you can actually use for your
beneficial use; is that correct?

A Yes. There will be a maxi mum vol une

diverted, and there will also be what we call a
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reservoir record. And so that will tell you what the
capacity of that reservoir is. And that went fromthe
vol une diverted.

Q Okay. So it lists the volune that can be
diverted in total ?

A Unh-huh. Well, there are two separate fields
on the abstract. You'll have the maxi num di verted
volune, which is on all water rights. And then for
those water rights that have a reservoir, there wll
al so be a reservoir record which lists the capacity of
the reservoir.

Q And the maxi nrum that you can divert in a
year, is that the maxi num anount you can divert to put
in the reservoir, or is it the maxi num anount that you
can divert fromthe reservoir for use?

A That's the nmaxi mrum anmount you can divert from
the reservoir for use.

Q Ckay.

A So that's your beneficial use, yeah.

Q And that is on a yearly basis?

A Yes.

Q kay. And in your typical permt, are there
any specific restrictions, other than what we've
al ready tal ked about, as to how you can go about

actually storing the water? So in other words, are
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there limts on when you can store the water or how
much you can divert for -- at any particular point in
time for your storage?

A That would go toward the | egal demand
criteria. So there are tinmes when water isn't legally
available to store. Then there may be a condition on
the permt stating you can only store during this tine.
But that would go towards the statutory criteria.

Q kay. And so if -- assune that there is
avai l abl e water to appropriate year-round at the
nmonent, then if there is legally still water avail able
for appropriation, that type of restriction wuld not
be found?

A Correct. You could store any time during

that period of diversion |listed on your water right.

Q kay. And if you are -- so let's assune you
normal |y divert in January and February. If you want
to now begin diverting in March and April instead, do

you have to cone in for a change?

A That would not require a change. However, if
that change in pattern results in an adverse effect to
ot her users, those other users could still nake a claim
at district court of adverse effect.

Q Okay. And then | ooking at the stock water

surface exception. So as | understand it, you do not
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have to apply for a permt for using water for stock
wat er purposes if they fall wthin the confines of that
exception?

A Right. You do have to apply for a permt,
but it's not until after it's done. And then the
departnent shall issue. So as long as it neets the 30
acre-feet and the 15 acre-feet capacity and the 40
acre -- you know, as long as it neets all of those,
then the departnent shall issue. And that's -- it's
typically submtted again to the departnment after the
| mpoundnent is put in place.

Q So in that sense, it's just like the

groundwat er process for small groundwater?

A Yes.
Q And | know that earlier there were
di scussions of -- not while you were on the stand, but

there were di scussions of stock water exceptions in
adj udi cation. Do you know whet her or not we're tal king
about two different things here?

A They would be two different things.

Q (kay. Thanks. And you do not handl e any of
t he adj udi cati on process?

A | do not.

Q kay. In terns of when you are review ng

applications for groundwater permts, in tal king about
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groundwat er interference, at one point, | heard you
tal k about that you | ook at interference so |ong as
it's calculable; is that correct?

A It doesn't have to be neasurable in the
surface water source. As long as it's calcul able, we
consi der that.

Q What's the difference between cal cul abl e and
measur abl e?

A. Say, for exanple, the Mssouri River, a smal
anount of water won't be neasurabl e because of the
error involved in neasuring such a |arge source. But
you can calculate it. And so we will |ook at that
anount, even though you can't neasure it.

Q And so long as it is calculable, then you
require sone type of mtigation neasure?

A If it's needed, yes.

Q And when would it not be needed?

A If there is water available in the source to
accommodate for that depletion. So if there's water
| egal |y avail able, then we would likely not require a
mtigation plan.

Q But if a junior or senior -- if -- so if a
seni or appropriator in that situation would have | ess
wat er avail able for them then you would require

mtigation?
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A W would require mtigation, yes.

Q And you tal ked earlier about requiring
aqui fer testing. Wat type of testing is required as
part of the permt process?

A What's required is a punp test. And the
| ength of that punp test depends on the anpbunt of water
that you want to appropriate. And that is all detailed
In our admnistrative rules. And so what it's really
getting at is what is that aquifer capabl e of
produci ng? So we can get at storativity and the
conductivity values for that aquifer so that we can
see -- nodel how that water is noving through.

Q And getting back just for a nonent to
calculability, are there situations where the inpact is
cal cul able but it mght not actually be felt for five

or nore years?

A Yes. W still take that into consideration.
Even if it's -- you know, it can be connected at any
point intinme, w're still going to |ook at that and

what adverse effect m ght be possible fromthat
depletion, whether it's within six nonths or five years
or ten years.

Q So in determ ning whether or not you need to
devel op sone type of a mtigation neasure, what you

| ook at is sinply whether or not it's cal cul able and
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Cross- Exam nation by M. Kaste
M LLI CENT HEFFNER - Cctober 21,2013

whet her or not it will have an inpact on downstream
seniors; there are no other neasures of nmateriality?

A Each application is fact specific and case
specific. So the other thing we're going to be | ooking
at is the rate and the timng and the | ocation of that
depl eti on.

So it may not manifest -- you know, it may
mani fest itself towards the nouth of the source, or it
may not mani fest until further downstream So we're
going to be |l ooking at that as well when we | ook at the
ram fications with respect to adverse effect.

Q And is the only tinme, then, when that type of
mani f estation woul d be -- would excuse you from
designing a mtigation neasure i s where the
mani f estati on does not affect any senior water right
hol der ?

A Correct.

SPECI AL MASTER: Thank you. Those are ny
only questions.

M5. YATES: | have no questions, Your Honor.

SPECI AL MASTER. M. Kaste.

MR, KASTE: A few.

CROSS- EXAM NATI ON
BY MR KASTE:
Q Good afternoon, Ms. Heffner. | think, if I
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Cross- Exam nation by M. Kaste
M LLI CENT HEFFNER - Cctober 21,2013

understand right, when you get an application for a
groundwat er well, you just tal ked about the process
that you go through to analyze the connecti on between
t hat groundwater and the surface water; correct?

A Correct.

Q Do | understand right that you don't go
t hrough that process for wells that are 35 gallons per
m nute or | ess?

A. No. We don't go through that process. It's
an exception to the permtting process.

Q kay. Fair enough. And | assume because CBM
wells aren't permtted, you don't go through that
process for CBMwells either?

A They don't go through the permtting process
unl ess the water's being put for beneficial use. And
then they would go through that process.

Q Ckay. And do you know whet her any
CBM produced wells have got a permt to beneficially
use the water in sone other way?

A | don't know that there are any permts. |
do believe that we have a couple of 602s. But |'d have
to l ook in the database.

Q 602 --

A. 602s. |I'msorry. Those are the notices of

conpletion. Those are the exceptions to the permt.
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Cross- Exam nation by M. Kaste
M LLI CENT HEFFNER - Cctober 21,2013

Q So there are a couple in the pipeline?

A | believe we have authorized, issued, a
coupl e of notices of conpletion. A handful maybe.

Q When, approximtely, did those handful, |
t hi nk was your word -- when did that happen?

A To ny know edge, it was probably a couple of
years ago. But, again, | would have to ook in the
dat abase to get that information.

Q kay. And if | understand right, these
exenpt wells, which would include wells under
35 gallons per mnute and the CBMwells, they are not

reviewed by DNRC and not subject to public notice like

a larger well; is that correct?
A That's correct.
Q It's my understanding that the cutoff for

t hese exenpt wells used to be a hundred gall ons per
m nute; am|l right about that?

A Yes.

Q Can you tell us when that changed to 35?

A | believe it was in the early '90s, if |I'm
remenbering correctly.

Q All right. Tell me if | have this right.
This is one | have to read that sonebody wote for ne.
Prior to 2006, the only connection Mntana consi dered,

when it's | ooking at a groundwater well application,
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Cross- Exam nation by M. Kaste
M LLI CENT HEFFNER - Cctober 21,2013

was whether the well resulted in the punping of

streanflow, is that correct?

A That's correct.
Q That was the old nonencl ature?
A Yes, induced infiltration is the way we

| ooked at it. Was it imediately and directly
connected? Was it directly pulling the water fromthe
surface water source because of the punping?

Q And that's what had been historically. And
t hat changed in 20067

A That's correct.

Q Al right. And so the analysis of hydrologic
connection that you described in sone detail, that all
started after 2006; correct?

A That's correct.

Q Al right. If | understand the process
correctly, if someone cones to you today with a new
application to appropriate water, one of the
applications that you tal ked about earlier, one of the
things you look at is is there water both physically
and legally available; do | have that right?

A That's correct.

Q So if I found permts, say, on the Tongue
Ri ver beginning in 1973 through the present for

irrigation, would that tell me that the departnent had
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Cross- Exam nation by M. Kaste
M LLI CENT HEFFNER - Cctober 21,2013

determ ned that there was water physically and |egally
avai |l abl e?

A If there are -- for those permts, that
determ nati on woul d have had to have been nmade.

Q You're not part of the adjudication process.
But | was wondering, do they nmake the sane
determ nation in the adjudication process?

A. Not to ny know edge.

Q kay. If I wanted to cone in -- say | owned

a reservoir, and I wanted to cone in and enl arge ny

reservoir. | wanted to build a bigger dam And | cane
to you, | would have to fill out a formto change;
correct?

A If you wanted to enl arge your reservoir, if

you were increasing the anount that you wanted to
divert, you would conme in for a permt.

Q Ckay. | cone in prepared, and | would tel
you |I"'mgoing to change ny damand |'m going to divert
nore wat er.

A Uh- huh. And then you would al so need to | et
us know why you needed that additional water. Wy do
you need that flow rate and vol une and for what
pur pose?

Q Al right. You understand the Tongue River

Reservoir was enl arged about 1999; right? You don't
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Cross- Exam nation by M. Kaste
M LLI CENT HEFFNER - Cctober 21,2013

know t hat ?

A | don't know that, no.

Q Do you know whet her or not anybody filed an
application to change anything with your office rel ated
to that reservoir?

A | don't know that. |'d have to look in the
dat abase.

Q Ckay. Wien you are considering the inpacts
froma proposed change, you tal ked about changes and
said, we |look at the inpacts on the juniors and the
seniors; right?

A Correct.

Q kay. Do you | ook outside the borders of the
state of Montana?

A No, we do not.

Q kay. And | heard sonmething, and | think I
just didn't quite hear it. You tal ked about
considering historic return fl ows when considering a
change; correct?

A Correct.

Q Okay. And then you said that there was
sonething different about State Water Projects. And |
didn't hear what you said. [|'msorry. Wat's
different about State Water Projects with regard to the

consideration of historic return fl ows?
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Cross- Exam nation by M. Kaste
M LLI CENT HEFFNER - Cctober 21,2013

A They have -- it is -- to ny know edge, they
have a special provision that allows themto consune --
to recapture their return flows and consune it.

Q Do you know where | can find that?

A Ri ght offhand, I'msorry, | don't.

Q Okay. To your know edge, is there a water
reservation on the Tongue River between the state |line

and Mles Gty?

A. | believe there m ght be an instream fl ow
reservation. But, again, | would have to check the
dat abase.

Q Ch, so when you talk about a water
reservation, that could include things |like an instream
flow for fish?

A Yes.

Q There is one on the Tongue River 1978 or 1973

Is prior -- okay.
When you get a water use conplaint -- you
remenber tal king about water use conplaints -- is that

in witing?

A Yes.
Q Now, | am very confused about sone of your
testinony with regard to the one-fill rule. And nmaybe

Montana is different than Wom ng. But you have a

Suprene Court here; right?
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Cross- Exam nation by M. Kaste
M LLI CENT HEFFNER - Cctober 21,2013

A Yes.
Q | suspect you guys follow the rules |laid down

by your Suprene Court; right?

A Yes.

Q Try to?

A Yes.

Q (kay. But you don't -- never heard of and
don't follow the one-fill rule at DNRC, is that right?

A " mnot aware of the one-fill rule.

Q Ckay.

A And the manner in which we operate the

reservoirs is conpletely based on the beneficial use.
Q Okay. But the reservoir, if | understand
right, can refill when it wants?
A During the period of diversion listed on the

wat er right, vyes.

Q And if this particular reservoir has no
period of diversion listed, then it can fill whenever?
A Then it would show a period of diversion from

January 1 to Decenber 31.

Q And they can divert whenever?

A During that period of tinme, yes, up to the --
their beneficial use requirenents.

Q kay. And then carryover doesn't count for

the next year? Do | understand that right? So if you
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Further Exam nation by the Special Master
M LLI CENT HEFFNER - Cctober 21,2013

have water in your reservoir, you can fill all of that
sane water again in the course of one year 'cause that
carryover doesn't count?

A As your nere beneficial uses on a yearly
basis, what's the anount you need on an annual basis?
Q So if you don't use water fromthe past,
despite the fact you still have it in your possession,

t hat doesn't count?

A. Wel |, because you nay need it in order to
accommodate for your beneficial use the next year.

Q I"'mstill having a hard tinme wapping ny head
around it. | do understand this, though. You keep
sayi ng your volune is determ ned by your benefici al

use; right?

A Uh- huh.
Q Ckay.
MR. KASTE: | don't think | have any further
guestions. | would love to have a reservoir in
Mont ana.

SPECI AL MASTER: So actually before,
Ms. Yates, you ask sonme questions, |, again, have just
a couple of additional questions.
FURTHER EXAM NATI ON
BY SPECI AL MASTER:

Q So going back to the exception for
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Further Exam nation by the Special Master
M LLI CENT HEFFNER - Cctober 21,2013

groundwat er that applies if your well is, at the
noment, 35 gallons per mnute or less. So what is --
so ny understanding is that the process for that is
that you can go ahead and dig your well, begin using
the water. But once you've actually conpl eted
everything, you then need to cone in for your permt;
Is that correct?

A. For your certificate, yes.

Q kay. And at that point, your issuance of it
I's generally automatic?

A Yes.

Q Does anyone ever object to the issuance of
t hose permts?

A There is no public notice process involved in
those certificates.

Q And if, for a well that's 35 gallons a mnute
or less, sonebody |later were to conplain that they
think that's intervening with their surface water
right, is there anything that they can do about it
Wi thin your agency?

A That woul d be sonething that woul d be deal t
with at the district court |evel.

Q (kay. So at that point, you would go to the
courts rather than to you.

And second of all, you said prior to 2006,
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Further Exam nation by the Special Master
M LLI CENT HEFFNER - Cctober 21,2013

that the -- that your understanding was that the rule
at that point for |looking at the interaction of
groundwat er and surface water was -- and | believe you
said a direct connection.

A Uh- huh.

Q Coul d you explain what you nean by | ooking to
see whether or not there was a direct connection?

A. Typically those woul d be your -- the best
exanpl e would be an alluvial well in that it is taking
water directly out of the source as it's punping. So
t hat cone of depression is including that surface water
source. So it's taking it directly out of the surface
wat er source.

Q So if you were punping water from a
groundwat er aqui fer which fed a surface water river and
by punping water out of the aquifer it neant | ess was
going into the river, would that be a direct
connecti on?

A Not prior to 2006. That's what changed in
2006. We -- because of the TU v. DNRC decision, we had
to take into consideration -- and that's what we cal
prestream capture. |In addition to that direct induced
infiltration that occurs fromthe surface water source.

Q So you've anticipated nmy next question, which

was: Wiy did you change the way in which you were
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Further Exam nation by the Special Master
M LLI CENT HEFFNER - Cctober 21,2013

| ooki ng at the groundwater interference in 20067

A That would be the TU v. DNRC Suprene Court
deci si on.

Q Ckay. Thank you. And going back to the
guestion of an enlargenent of a reservoir. So if you
had an onstream-- instreamreservoir and you wanted to
enl arge that, enlarging the reservoir would require you
to cone back in for a permt?

A. If you were going to divert nore water

t hrough t hat enl argenent.

Q And so | want to cone back to what we nean by
"divert." Because | think we've -- | think you' ve used
it in maybe two different ways. In this particular

case, do you nean diverting the water fromthe
reservoir for a beneficial use?

A Yeah. |If you're going to ultinmately inmpound
nore water than you would divert for your benefici al
use, then you would need to cone in for a permt for
t hat additional anount that you woul d be using
beneficially.

Q So I'"'mnot sure I'"'mclear now So let ne go
back. Let's assune that you have an instream
reservoir, and you don't plan to divert any nore than
you did before for your beneficial use. But just to

make sure you have even nore next year that's
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Redi rect Exam nation by Ms. Yates
M LLI CENT HEFFNER - Cctober 21,2013

avai |l abl e, you want to enlarge the reservoir. And

you' re actually going to inmpound nore for the total
anount you're going to divert fromthat reservoir and
actual ly use for a beneficial purpose renmains the sane?

A Well, if you're going to be inpounding nore
wat er over the period of year than you have
historically, then you would need to cone in for the
addi ti onal water.

SPECI AL MASTER: Ckay. Thanks. So | think
t hose are ny questi ons.
So, Ms. Yates?
M5. YATES: Your Honor, you took nost of ny
guestions. | just have a couple of follow up.
REDI RECT EXAM NATI ON
BY MS. YATES:

Q Going back to the Trout Unlimted v. DNRC
deci sion, the Supreme Court took a | ook at our
groundwat er permtting process; is that correct?

A Yes.

Q And the Suprene Court adnoni shed the
departnent to take a | ook at prestream capture in
addition to induced infiltration; is that correct?

A That's correct.

MR. KASTE: That would be a |ot |eading. You
know, | think, perhaps, the best thing would be to just
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Redi rect Exam nation by Ms. Yates
M LLI CENT HEFFNER - Cctober 21,2013

give you the citation to that case and let you read it.

SPECI AL MASTER: So several points: Nunber
one, | do think it's probably |eading the wtness at
this particular point intime. So I'll sustain the
objection to the question.

In addition to that, | think probably the
nost direct way for ne to | earn about what the opinion
actually said is toread it.

MR. KASTE: | have the citation, Your Honor.
It's Montana Trout Unlimted v. Montana DNRC, 133 P. 3d,
224,

M5. YATES: Your Honor, | just wanted to
bring it to your attention because it's a terrific
read.

SPECI AL MASTER: | appreciate that.

BY MS. YATES:

Q | want to followup a little bit on Speci al
Master's question about the 35-gall on-per-m nute,
10-acre-feet exception. |Is there a process in the
statute for objections to be filed for that permt

excepti on?

A No.
Q M. Kaste asked you previously about coal bed
net hane wells. And | just want to clarify, if soneone

cane in today for a permt for a beneficial use for
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Redi rect Exam nation by Ms. Yates
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wat er produced from coal bed net hane wells, what process
woul d t hey go through?

A They woul d have to go through the permtting
process that they were going to use over 35 gallons per
m nute or 10 acre-feet.

Q And that would include the anal ysis that you
di scussed with the groundwater surface water
I nteraction.

A That's correct.

Q kay. | want to talk a bit about enl argenent

of a reservoir. To enlarge a reservoir you nust

have -- what nust you have to enlarge a reservoir?
A You need to have a beneficial use.
Q And woul d you need a water right?
A Yes.

Q Could that water right be any state water

right?
A Yes.
Q So it could be a conpact water right to cover

an enl argenment ?
A As long as it was accommopdated for in the
anount under the conpact.
M5. YATES: That's all | have, Your Honor.
SPECI AL MASTER: Ckay. Thank you. So at

this stage, Ms. Heffner, we can excuse you. Thank you
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Redi rect Exam nation by Ms. Yates
M LLI CENT HEFFNER - Cctober 21,2013

very much for your testinony.

So, M. Draper, unless -- seens a little bit
early for the afternoon break. But |I'm happy to
accommobdate either side if you think this is the
appropriate point.

MR. DRAPER  Your Honor, we can start with
M. Stults here and take it at the regular tine as far
as |' m concer ned.

SPECI AL MASTER: Ckay. M. Kaste, that's
fine with you?

MR. KASTE: Watever everybody's pleasure is.
"' mnot getting any groans or under --

SPECI AL MASTER: Ckay. Excellent. Then why
don't we go ahead.

MR. DRAPER We'll call our next wtness,

M. Jack Stults. The exam nation will be perforned by
M. Swanson.

(John Stults sworn.)

THE CLERK: Pl ease have a seat. And when
you' re seated, would you state your nane and spell it,
for the court reporter, please?

SPECI AL MASTER: Wel cone, M. Stults.

THE W TNESS: Afternoon, Your Honor.

SPECI AL MASTER: You can proceed with the

di rect.
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JOHN EDW N STULTS - Cctober 21, 2013
Direct Exam nation by M. Swanson

JOHN EDW N STULTS,
havi ng been first duly sworn, testified as follows:
DI RECT EXAM NATI ON
BY MR SWANSON:
Q Good afternoon, M. Stults. Can you state
your full legal name for the record, please.
A My full name is John Edwin Stults. Last nane

IS S-t-u-I-t-s. First two are the standard spellings.

Q And what's your current address?

A 714 Red Letter Street, Helena, Mntana 59601.

Q And what's your current occupation?

A l"mretired.

Q And what was your previous occupation?

A | retired fromthe Departnent of Natural
Resources and Conservation. | was the departnent's

di vision adm nistrator for the Water Resources
Di vi si on.

Q Did you al so serve as the conpact
comm ssioner for the Yell owstone Ri ver Conpact
Commi ssion for Mntana?

A Yes, | did, from1l9 -- pardon ne -- 1997 to
2006.

Q What was your duty in DNRC prior to being the
Wat er Resources Division adm nistrator?

A | worked for the division in Water Resources
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JOHN EDW N STULTS - Cctober 21, 2013
Direct Exam nation by M. Swanson

for 22 years total. | started out in a regional office
in the Helena regional office examning clains, an
entry-level position, and worked up through a nunber of
positions of increasing responsibility within the

adj udi cation programto where | was assisting in the
witing of rules and manuals and training staff.

And then was pronoted into a position of
being a -- one of the hearings exam ners for the
division. And | held that position for four years, at
which time | was al so fortunate enough to go to the
Nati onal Judicial College for two certificates under
the Adm nistrative Law training programthat they had
t here.

After that, ny position was -- | was pronoted
to being a position that we had in the division at the
tinme, which was the regional office of supervisor. W
had nine regional offices at the tine. And | was the
supervi sor of that system of nine offices.

And fromthat position, | was pronoted into
t he di vision adm nistrator.

Q So just to clarify, you held the position as
the division adm nistrator and al so the conpact
comm ssi oner of that period from 1997 to 20067

A Correct.

Q Bot h positions? Ckay.
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JOHN EDW N STULTS - Cctober 21, 2013
Direct Exam nation by M. Swanson

Who was your predecessor in those positions?

A Gary Fritz.

Q And who did you report to in your position as
the division adm nistrator and the conpact
conmi ssi oner ?

A My i nmedi ate supervi sor was the departnent
director. And above the departnent director | -- was
the governor. So ny imedi ate supervisor who | nost
typically reported to was the departnent director.

Q And in your role as both the adm nistrator
and the conpact comm ssioner, do you have regul ar
I nteractions with the governor of Mntana?

A Yes.

Q And did you --

A I"'msorry. That's a little too offhand. 1|'d
have to say that regular m ght be m sunderstood. They
woul d be -- there woul d be contacts when the need
occurred. So it wasn't on an ongoi ng regul ar basis.

It would be -- but it was not unusual or extraordinary.

Q And did you always go through your boss, the
DNRC director, before talking to the governor, or
sonetinmes were you directly talking to the governor?
How did that work?

A. Sonmetimes it was directly to the governor, or

nore typically with the governor's staff. | would --

Bray Reporting - (406) 670-9533




© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 656

JOHN EDW N STULTS - Cctober 21, 2013
Direct Exam nation by M. Swanson

there woul d be an issue or -- just general
under st andi ng between nyself and the director,
particularly Bud dinch, who I served under for the
majority of my tinme as division admnistrator. He
woul d understand what the issue was, he woul d
understand ny grasp of the issue, he would understand
nmy strategy, and he woul d understand that | needed to
be talking with the governor's office. And he would
give ne permssion to go directly to the governor's
staff or the governor as | saw fit, so long as | was
within the paraneters of what we discussed and | kept
hi m i nf or med.

Q And | wonder if you could -- there's an

exhibit that's been previously admtted. And | don't

think it's one that you have in your stack there. |It's
Mont ana Exhibit 232. It will be up on the screen next
to you.

SPECI AL MASTER: It's not up there yet.

And al so, can | just ask, on the transcript
screen, there is, in ny |eft-hand corner, a box that
permts you to call up various types of progranms. |Is
that on yours?

THE REPORTER No. Can | look at it?

SPECI AL MASTER  Yes.

(Di scussion held off the
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JOHN EDW N STULTS - Cctober 21, 2013
Direct Exam nation by M. Swanson

record.)
SPECI AL MASTER:  Thanks.
THE WTNESS: | have it.
BY MR SWANSON:
Q Do you recogni ze what this diagramis?
A Not explicitly this one. [It's a current one.

But this is very simlar to the diagrans that we had
when | was in ny position. |It's an organi zation chart
of the agency.
Q Do you know if there are any significant
di fferences between -- just off the top of your head,
bet ween how this is organized currently and how it was
organi zed when you were there at DNRC?
SPECI AL MASTER. Can | just -- and | assune
you nmean for purposes of water adm nistration?
MR. SWANSON:  Yes, Your Honor. For purposes
of water --
SPECI AL MASTER: | want to nake sure he
doesn't have to | ook at everything el se.
BY MR SWANSON:
Q It m ght nmake sense to | ook at the second
page on that exhibit.
A | don't know. | think I have it now. \ater
Resources Division at the top?

Q Do you see any significant changes between
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the current structure and when you were the division

adm ni strator?

A Yes.
Q Wul d you point those out, please?
A First of all, when | was division

adm ni strator, there was not an operations nanager,
which is the box just below the division adm nistrator.
So, therefore, the regional offices were connected
directly to me. | -- | supervised the regional offices
and the nmanagers there directly. There was no

I ntermedi ary.

And then also, the Water Rights Bureau was a
si nge bureau for both functions. It had not been split
into two separate bureaus. Qherwise, it's
substantially the sane.

Q Sorry for tal king over you there.

So before you were the adm ni strator, though,

did you hold that position of the supervisor of the

regional offices?

A Yes. At the tine that | becane division
adm nistrator -- just before | becane adm ni strator,
that position was elimnated. And -- pardon ne. Just

after I was made division admnistrator, that position
was elimnated in a streanlining effort to try to

reduce costs and al so just conpress nmanagenent
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structure. And not long after | |left the position,
it's nmy understanding that they recreated it. So
during the tinme that | was adm nistrator, there was no
oper ati ons nmanager or regional offices supervisor.

Q So you were speaking as adm ni strator
directly to the regional office supervisors; is that
correct?

A. | directly supervised and managed t he
regi onal offices anong all the other entities that |
managed and supervi sed.

Q Do you recall who was the Billings office
manager at that tine?

A Keith Kerbel for the entire tine.

Q So you had regular comrunication with Keith
Kerbel in the performance of your duties?

A Yes.

Q And what were your -- if you could just
briefly sunmari ze, what were your duties as the
di vi si on adm ni strator?

A You probably heard them from Tim Davis. |
did not, but | suspect they are substantially the sane.
| had final authority and managenent responsibility,
supervi sory responsibility for all of the parts of the
di vi sion, which would include budgetary, personnel,

policy. Anything -- any and all functions of the
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division | had final responsibility and authority for.
And as well as sonme things that are not in

t he organi zati onal chart and generally not as

I mredi ately known, is that | was the person that was

responsi ble for what | guess you mght call extra

territorial activities having influence on Mountana's

wat ers, such as interaction with states through the

Col unbi a Basin, Yellowstone Basin, and M ssouri Basin.

And then also interaction internationally with the

three provinces with which we border: British

Col unbi a, Saskat chewan, and Al berta on the MIk and

St. Mary's Rivers.

Q What were your duties as the conmm ssioner for
the Yell owstone River Conpact?

A Well, to neet with the -- as the conm ssi oner
for the conpact from Montana at the required annual
neeting but also just to nmake sure that the conpact was
bei ng adhered to to the best of our ability.

Q And was there a clear |ine between your
duties as the adm nistrator and the duties as the
conmm ssioner, or did you sonetinmes find you were doi ng
both functions at the sane tine?

A. No, there's no clear |line between any of the
duties that | had. The responsibilities under the

comm ssion were just as nuch a part of ny
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responsibilities overall to the state and its
managenent of water.

Q So you reported to the same people in both
jobs, | believe you testified a nonment ago, to the DNRC
director and then the governor?

A Yes, sir.

Q And one of the, | guess, the questions that
had been brought up earlier in the day is this idea of
authority. Did you understand that you had authority
in your job or in both jobs to comrunicate with Won ng
about water issues in the Yell owstone R ver Basin?

A Yes, W thout question.

Q Did you ever have the DNRC director cone to
you and say, you don't have the authority to call
Wom ng and ask for water or sonething of that nature?

A To the contrary. As | said, he was quite
confortable with ne handling that w thout himbeing an
I nternmedi ary or even needi ng any type of routine
frequent involvenent in the issue.

Q And did the governor of Montana ever conme to
you and say, you're beyond your authority, you can't
call Wom ng and ask for nore water in that area?

A No.

Q Who was your Wom ng counterpart when you

were the Montana conm Sssi oner ?
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A Initially, it was Jeff Fassett. And then
subsequently, it was Pat Tyrrell.

Q What was your work relationship [ike with
t hese gentl enen?

A Geat. It was very good. W always had very
cordial relations and very candid relations. W had a
good personal relationship. And | think we both had a
sense of understanding and synpathy with the rol es that
we were fulfilling and never felt any hesitation about
dealing with them on any issue.

Q Did you consider themto be conpetent and
experienced in managi ng water in Wom ng?

A | certainly did.

Q Did they ever explain to you the functions of
Wom ng's regul atory system of water, such as the
responsibilities of their division or district offices?

A Yeah, not in the sense of a tutorial or
anything like that. But we did talk off and on
different tinmes about different things and conparing
notes, as you mght say, in tal king about how they do
sonme things and we do sone things.

Q So based on your understanding from Wom ng,
who woul d have been the one or nore individuals who
woul d have had authority to regulate water in the

Tongue Basi n based on what they had comruni cated to
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you?

A It was ny understanding the primary
responsibility in the Tongue River rested with the
di vi si on supervisor in Sheridan and that that person
had the nost i medi ate and direct authority over
managi ng what happened in terns of water distribution
in his district.

Q Do you recall who that was at the tinme you
were there?

A M ke Wit aker.

Q And so who would M ke Whitaker report to?
Wuld he report to M. Fassett or M. Tyrrell?

A Yes. That was ny under st andi ng.

Q So their job title- not only as comm ssi oner,
their job title was also division adm nistrator in
Wom ng, or what was it called?

A St at e engi neer.

Q Ckay. And then | guess when you're in DNRC
as adm ni strator and as the conpact conmm ssioner, did
you have concerns about water quality issues in the
Tongue R ver Basin?

A Water quality issues?

MR. KASTE: | have to object. The question
i s about quality on the grounds of relevance. There's

no clains regarding quality in this case. The case is
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about quantity.

SPECI AL MASTER: So coul d you explain the
rel evance?

MR. SWANSON:  |'m just providing background
on the full range of his duties, Your Honor. |'m not
trying to assert a new claim

SPECI AL MASTER: At the nonent, I'mgoing to
sustain the objection.

MR. SWANSON:. Ckay.

BY MR, SWANSON:

Q So let's talk about water quantity then. Did
you have any concerns about water quantity or water
supply in the Tongue River Basin in your tine at DNRC?

A Yes. For nost of the years that | was in the
division admnistrator position, | did. Prior to that,
no. But especially beginning with the year 2000 and
running all the way through until the time that | left
the division in 2006, | was -- there was a constant
concern about the issue of water availability in the
basin. And the fact that we were in a significant --
one of the worst droughts that the state had ever
experienced -- that the region had ever experienced
made it a very critical issue.

Q So when you becane the division adm ni strator

in 1997 and the conpact conm ssioner, did your

Bray Reporting - (406) 670-9533



© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 665

JOHN EDW N STULTS - Cctober 21, 2013
Direct Exam nation by M. Swanson

predecessor, Gary Fritz, talk to you at all about any
of these -- whether these issues had occurred in the
past ?

A Yeah. He briefly tal ked about a coupl e of
things wwth respect to the commssion. First of all,
that there had been a conflict in the past that had not
gone well. It had not been resolved and had been very
frustrating. And that neant that | should be cautious
about getting involved with -- or that there was a -- |
woul d characterize it as a tar baby. That's not his
phrase. It's ny phrase.

It was sonething that didn't work well, and I
shoul d watch out for it, but that the comm ssion had
drafted a series of -- or a set of rules, conflict
resolution rules, in order to try and set up a
structure that would avoid that kind of a problemin
the future, of intractable conflict.

Q Were those rules --

A Pardon nme. And he advised ne to -- they had
not been adopted, and he advised ne strongly to nake

sure they were adopted by the comm ssion.

Q Did you adopt those as a new commi ssioner?
A Yes.
Q Were they viewed as rules that were effective

I n resol ving water supply disagreenents between the
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states?

A | can't say they were ever really put into --
we never really put theminto action.

Q And then, as you took on your duties, were
there any staff nenbers wthin DNRC that briefed you on
the water shortage conflicts in the past?

A Yes. | -- Rich Moy was an excel | ent
hi storian to give ne sone background on the conmm ssion
and what had happened in the past. As well as Keith
Ker bel was a | ong-serving regional manager in Billings.
And he tal ked about sone of the problens that had
happened i n the past.

Q And do you recall if -- at that point, as a
new conm ssioner, if you had an understandi ng of
whet her the states had a di sagreenent over the conpact
interpretation, or was it over technical issues or
sonet hi ng el se?

A Mostly it was -- the inpression | was given
when | first started was that the problemwas wth the
I nterpretation of the conpact.

Q Do you recall what the di sagreenent over
I nterpretati on was?

A. It's been a while, soit's alittle hard for
ne to be really confident. But it had to do with

pre-'50 rights and post-'50 rights. And it had to do
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with the concept of supplenental water. And, frankly,
| don't believe | could take it to nmuch nore det ai
t han t hat.

Q Al right. W'Il conme to that in nore
detail.

What woul d you say was the nost common way
that you were getting information about the water
conditions on the Tongue River and the Tongue
Reservoir?

A There woul d be three nain ways -- |'msorry.
Four main ways. There would be -- and this is not in
order of any frequency or priority. But | would get
I nformation from Keith Kerbel, the regional manger.

|'"d be getting information fromthe project's bureau

staff, like Kevin Smth. | would be getting
information fromwater users in the basin, like Art
Hayes or Roger Muggli. And | would be getting
information fromthe fact that the State of Montana has
a water -- pardon ne -- a drought advisory committee.
And t hrough those drought years, 2000, until | left
in-- well, until 2005, we net nonthly. And it is nade

up of a nunber of scientists from USGS, Bureau of
Recl amation, State of Montana, Ag Statistic Service,
Nat ural Resource Conservation Service. And we net

nont hly, and we had reports on water availability and
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climatic trends, in depth every nonth for six years.
So that was a significant source of

I nformati on about the status of water availability on

t he Tongue River.

Q And can you just briefly tell us, in those
years, say the 2000, 2001, 2002 era, what were the
wat er conditions on the Tongue River?

A. Very severely low. 2000 -- 2001 was one of
the driest years in history. And 2002 was not nuch
better. 2000 was dry as well.

Q Do you recall if you had an opinion at that
time that Montana's pre-1950 water rights were being
met on the Tongue River?

A Pre-'50 rights were not being net.

Q And | know you nentioned the drought was a
prom nent factor. Wre there any other factors that

you felt were leading to those water rights not being

met ?
A Yes.
Q Can you tell us what those were?
A It was reported to ne consistently from al

of nmy contacts in Mntana that the situation was that
It was green in Wom ng and brown in Mntana. That
there was -- it |ooked as though there was no

significant or -- no harnful or danmagi ng di m ni shnent
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of application of water in the Wom ng si de, whereas
wat er was not available to satisfy -- or even to
exercise the mpjority of rights on the Montana side.

And, furthernore, that especially fromthe
people in the area, |like the staff at the regional
office and the water users, that there were | ands being
irrigated in Womng that were clearly -- or that they
knew wer e post-1950.

Q During the irrigation season of 2001, or do
you recall 2000, 2001, 2002, all those years?

A It was consistently throughout all the
dr ought years.

Q And did Montana have a way of tracking which
pre-1950 rights on the Tongue were not being fulfilled
In those dry years?

A Yes. The Tongue River in those years was
under the nmanagenent of a district court, | ocal
district court appointed water comm ssioner. And they
kept records of who were -- who was getting water and

who was not .

Q So before | go -- I"mgoing to ask you
specifically about each of those years in detail. But
before | do that, | just want to ask you a little bit

nore about your communications with Wom ng.

So in addition to, you nentioned M. Whitaker
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and M. Tyrrell, were there any other Wom ng officials
that you or your staff would have comunicated with in
those early years?

A Yes. Myself, | conmmunicated regularly with
Sue Lowy of the state engineer's office. And ny
staff, especially in the Billings office, would be
tal king with other people that were enployed in the
Sheridan office with the state engineer's office in
Wom ng, such as Carmne and -- | don't know who el se.

Q And of your staff, you nmentioned M. Kerbel.
Wuld M. Kerbel have been comruni cating with any
Wom ng officials?

A Regul arly, yes.

Q Who woul d he have been tal king to?

A Most frequently, | suspect M ke Witaker, who
woul d be his counterpart. But | also renmenber him
havi ng conversations with Carni ne.

Q Were there any of your other staff that would
have conmuni cated wth fol ks in Wom ng?

A Yes. People in our Water Managenent Bureau,
whi ch is our planning and hydrosci ences bureau, were in

contact at certain tines for certain purposes wth

people in the -- with their counterparts in Wom ng.
Q And - -
A |"'msorry. | didn't get a chance to conplete
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that. Also, | believe there was conmuni cati on between
nmy staff and the Water Projects Bureau and staff in
Womng. But I'mless certain about that. | am
certai n about the hydrol ogi st and pl ans.

Q You say Water Projects Bureau, you nean Kevin
Smit h?

A Well, prior to him @G en MDonald and then
Kevin Smth.

Q Al right. And how often were you seeing
your Won ng counterparts? Was it a once-a-year thing,
or woul d you see themregularly?

A No. We'd see each other fairly frequently.
Wom ng and Montana are both active nenbers of the
Western States Water Council. So we woul d see each

ot her at neetings and conferences of the Wstern States

Wat er Council. And then we had the annual neeting of
the conm ssion. But we also had -- Jeff Fassett had
started a tour programwhich we did -- | can't renenber

if It was every year or every two years. But we net
then, and that was two days together in the sanme van.
And then there also -- we got into nore
frequent neetings when we had the technical issues we
were trying to work on. So we could be neeting -- Pat
and | or Sue and | and others could be neeting as often

as five or six tinmes a year.
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Q And you -- what are these tours that you
menti oned? You said sunmer tours.

A They were in the summer. And they were two
days. They woul d al ternate between Wom ng and
Mont ana. One year woul d be Montana; the other would be
Wom ng. And we would go around and see things that
had do with water resource managenent on each side of
the state line. W'd tour -- |like, one year we toured
all the -- not all. W toured a significant portion of
t he coal bed net hane punping fields in Wom ng. Anot her
time we were in Montana and | ooked at sone of the
Powder River. And we took themto the Tongue River Dam
and showed them our rehabilitation of the dam And
then another tinme we toured sone of the high-elevation
reservoirs in Wom ng.

Q So when you nentioned all your staff visiting
with folks from Wonm ng that were their counterparts,
was this under your instructions, or was this just
sonet hing that you tol erated?

A No. | -- ny approach throughout ny tine as
division adm nistrator, and it wasn't sonething that |
I nvented, it was -- | maybe expanded it sonewhat. But
our approach was that in water managenent, imrediacy is
quite inmportant. Water can be here today and gone

t onorr ow.
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So anybody that had an issue that they -- to
deal with or a project to work on should work directly
wi t h whonever they thought could solve the problem or
advance their project. Two people were to determ ne
whet her there was a need for sone authorization or sone
prior comruni cation with supervision before they went
ahead. But if they both felt they were on safe ground
working on it, then they should go forward and work on
it.

Q |"mgoing to ask you to | ook at an exhibit
that you have with you, Wom ng 61.

SPECI AL MASTER: Actual ly, M. Swanson, |
wonder if this is a good tinme to take a break if you're
about to launch into a nunber of the exhibits and
speci fic discussions.

MR. SWANSON: This would be a good tine, Your
Honor .

SPECI AL MASTER: Ckay. Geat. Then it's
about ten to 3:00. So why don't we plan to cone back
at five after the hour, and then we'll go until 4:30.
Thank you.

(Recess taken 2:52 to 3:09
p.m, Cctober 21, 2013)
SPECI AL MASTER: You can be seated. So

before we continue with the direct exam nation of
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M. Stults, why don't | take the tine, again, and talk
alittle bit about what we should be doing later in the
week. So things, as you can tell, change by the hour
around here. So at this point, things are | ooking
pretty good. But, again, Thursday and Friday we can be
back in the Snow Muntain courtroom And then we can
actually be in this courtroomthrough Wdnesday
nor ni ng.

So rather than nmoving for half a day out to
the Gl and Gas Conm ssion hearing room there's two
ot her potential options, assum ng this doesn't change.
It could change by tonorrow norning. But one
possibility is that we get as early of a start as we
can on Wednesday norni ng.

We have to make sure that this roomis clear
intime for a 1:.00 hearing. So | would probably want
to break by about noon so we can nove the boxes out of
here in case the judge who will be hearing notions in
this roomwants to cone in at all early. But | think
we can probably go until noon.

The other possibility is that there is the
federal grand jury hearing roomin this particular
bui l di ng, which is one floor down. It is small.

That's the only disadvantage of it that | can see. And

my guess is what we woul d probably want to do is to
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put -- sort of stack counsel for each side so that one
side didn't |ook over the other. But it mght work.

So what | woul d suggest is that when we break
at 4:30, if you can take, like, five or ten mnutes, we
could go down and take a | ook at that particular
courtroom And you coul d deci de whether or not you're
willing to actually have the hearing in the afternoon
that day in that room

Again, if we do that, what | would suggest is
we start on the early side so we sort of mnimze the
period of tinme that we have to be crammed into that
room But it sounds to ne a |ot better than having to
nove to an entire different |ocation, even for the
entire day, if we can avoid doing that.

So what |'d suggest is let's stop at

4: 30 exactly today. W can go down there. You can

take a look. And I'mactually willing to do any of the
two options | just nentioned or go over to the Gl and
Gas Commi ssion room But given the boxes, | think to

the degree we can avoid noving out of here to a totally
different site for the day, it would make sense. kay?
So we'll do that at 4:30 when we break for
t he day.
So sorry about that, M. Stults.

And, M. Swanson, we'll continue his direct
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exam nati on now.
And you know you renmai n under oath.
THE W TNESS: Yes, sir.
SPECI AL MASTER: Ckay. Thank you.
MR. SWANSON:  Thank you, Your Honor.
BY MR SWANSON:

Q So, M. Stults, we had just pulled up an
exhibit, which is marked Wom ng 61; do you have it
before you and on the screen there? You should have a
hard copy, but feel free to ook at the screen if you
prefer.

A | have it, both on the screen and in front of
me in paper.

Q Can you identify this docunent?

A It's a photocopy of a printed -- printout of
an e-mail that was sent on the State of Mntana e-nai
system It is fromKeith Kerbel to Jack Stults, dated

Friday, March 2nd, 2001.

Q And what's the subject on that nessage?
A Subj ect |ine says "Water devel opnent neeting
in Ucross, Montana -- or Ucross, Wom ng," excuse ne.

Q And is this what a docunent printed out from
your e-mail would | ook Iike fromyour DNRC e-nail ?
A Yes.
MR. SWANSON:  Your Honor, | nove adm ssion of
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Exhi bit Wom ng 61.

MR. KASTE: No objection.

SPECI AL MASTER: Ckay. Thank you. And |
just want to clarify. This is -- because they were
paper clipped together, this is just a two-page
exhibit; is that correct?

MR. SWANSON: Yes, Your Honor. The second
page is just four lines of text and then a concl usion.

SPECI AL MASTER: Ckay. Thank you. So then
Exhibit W1 is admtted into evidence.

(Exhibit W61 admtted.)
BY MR SWANSON:

Q So, M. Stults, I'mlooking at the first two
lines of that nessage. And it indicates that Keith
Ker bel had gone to a neeting in Wom ng with Carm ne.
It says, "Carmne fromMKke's shop in Sheridan." Do
you know who those individuals are?

A Yes.

Q Could you just tell us who they are?

A Keith Kerbel is the regional offices
supervisor in the Billings -- pardon ne -- the regional
of fice supervisor in Billings. And Carm ne, frankly,
at this point, | can't renenber either his |ast nane or
his job title. But he was an enpl oyee of the state

engi neer's office working in Sheridan.
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Q And then M ke in Sheridan, who woul d that
refer to?

A l"'msorry. MKke, Mke Witaker, the district
supervisor -- | can't renenber the exact title -- for
the state engineer's office in Sheridan.

Q So is this the kind of report you would
receive fromyour staff upon their interactions and
nmeetings wth Wom ng?

A Yes.

Q But you woul dn't always receive -- would you
al ways receive nessages like this, or sonetines were
t hey verbal ?

A Ch, it could be either a phone call or an
e-mail.

Q And was it common for people |like Keith
Kerbel to go to a neeting in Ucross, Wom ng, related
to their duties?

A Yes, it was. It was sonewhat expected of him
given his schedule. |[If he could nake it to a neeting
like this, it was expected he woul d go.

Q Now, | just have a question about a line
that's in the third paragraph. |It's the mddle of the
third paragraph beginning with the words "according to
Carm ne"; do you see that sentence?

A | do.
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Q Coul d you read those -- |looks |ike one |ong
sentence, that one |ong sentence at the end of that
par agr aph?

A "According to Carm ne, Goose Creek, a
tributary to the Tongue, has the nobst water
devel opnent, and it appears subdivisions are really
causing water right problenms for themas well and w |
interfere with future water uses and benefit us in the
| ong run.”

Q Did you or your staff receive any indication
fromWom ng that they were going to do anythi ng about
t hese new uses that were causing problens on Goose
Creek?

A Not that | recall.

Q And | guess I'll ask you a couple nore
guestions about Keith Kerbel since we're on this
subject. You nentioned that his counterpart in Wom ng
was M ke Wiitaker in the Sheridan office. So was there
anyt hi ng speci al about their communi cations between
M. Kerbel and M. Wiitaker in Womng relating to the
Tongue River?

A "' mnot sure what you nean by "special." But
the way that | -- Keith and | sawit was that there is
an equivalency in their positions. They are both

managi ng water on the Tongue River Basin on either side
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of the state line. There's an equivalency in the |evel
of their authority and responsibility within their
organi zations, and that they should be in close
comuni cations with each other and essentially |ike
comanagers to the best of their ability and to the best
that the relationship would allow. But that there
woul d be no hesitation for Keith to contact M ke, and
that they should establish that kind of comrunication
on any i ssue.

And, again, if it was an issue where they
felt that they needed to get sone gui dance or
aut hori zation or any of that sort of thing, they could
certainly go back to -- Keith could cone to ne for
that. But otherw se, they could nove ahead on any
I ssue that they felt that they could nake progress on
and benefit the two states.

Q And had it been represented to you and
M. Kerbel that M. Witaker had the authority through
hi nsel f and his enpl oyees to regul ate the Womn ng
portion of the Tongue Basin?

A | can't explicitly say where | |earned or
formed what was the basis for the understandi ng that --
nmy understanding that M ke Witaker had a significant
anmount of authority for the water delivery within his

district, including the Tongue Basin, that his
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authority included being able to regulate the delivery
of water.

Q Could you briefly explain to us what Chuck
Dal by's duties were related to the conpact conm ssion
during your tinme as comm ssioner?

A Chuck Dal by is a hydrol ogist wwth our water
pl anni ng group, Water Managenent Bureau. And Chuck is
a surface water hydrologist. And he was a part of a
techni cal working group that the comm ssion forned to
be support in terns of hydrol ogi c anal ysis.

But that was a little later on. | can't
remenber exactly when we fornmed it. And | cannot
remenber exactly when Chuck got involved. Chuck was
not in arole where he was directly active in
comuni cating with Wom ng except unless it was to
share technical information or gather technical
I nf or mati on.

Q Do you recall what Chuck's duties were mainly
in the late 1990s and the early 2000s?

A Yes. 1998 was a significant flood year,
massi ve flood year in Mntana and Wom ng -- northern
Wom ng. And we had a significant anmount of damage on
the Yell owstone River com ng out of Yell owstone because
of the reduction in forest cover in Yell owstone Park.

And so people in -- on the upper Yellowstone above
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Li vi ngston were starting to arnor the banks. And that
was anat hema to anybody that knows anythi ng about fl ood
control .

So the governor appointed a commttee to work
on that issue. Chuck is one of the |eading fluvial
geohydrol ogi sts in the nation, which is the study of
how gravel s and everything nove up and down a river.
And he was the |ead on that project. The project was
nunmber one priority. It was his nunber one priority.
It was direct appointnment by the governor for the
committee and to get this project done. The project
was running -- was very conplex. And it required his
entire attention. Well into the m d-2000s.

It was -- we had asked and recei ved one
extension fromthe governor, and it was going to be no
nore extensions. And it was running behind schedul e.
So his responsibility was entirely on that project for
several years.

Q Thank you. And so | think nowwe'll go into
actual ly tal ki ng about the specific water years 2000,
2001, 2002, and so on. Do you recall in the 2000,
2001, 2002 era if you and your staff were having
meetings wth Wom ng di scussing water supply in the
Tongue Basi n?

A. Yes.
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Q Can you tell us if you were having neetings?

A Wll, we had the comm ssion neetings. And
there was al so communi cati on between -- and neeti ng
between Keith and his counterparts. And I, frankly, do
not renenber exactly when we forned the techni cal
commttees and things like that, but there were regular
comuni cati on neetings on that issue.

Q And you nentioned before our break that water
users and your staff were telling you in those dry
years that they felt that irrigation on post-1950 uses
wer e happening in Wom ng while Mntana was dry. |
think you used the term"brown in Montana and green in
Wom ng. "

Were you able to -- did you have an opi ni on
on whet her Montana was entitled to nore water under the

conpact based on that conmunication?

A Yes.
Q What was your opinion?
A My opinion was that the -- a |arger nunber of

water rights and nore junior water rights by --
certainly junior to 1950, were getting serviced in
Wom ng while in Montana we were down to only the first
two rights getting their direct flowrights. Their
direct flowrights getting serviced. So there was a

significant anmount of use in Wom ng that seened to be
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contrary to what our understandi ng of the conpact was.
Q So did you make any conclusions as far as
whet her Montana was entitled to nore water, and did you

comuni cate that to Wom ng?

A | felt we were entitled to nore water. And |
made it -- | believe honestly that | made it clear to
nmy counterparts in Womng. | know that Keith nmade
clear to Mke that we needed -- that they were using

wat er that they shouldn't be using, and it was water
that was owed to Montana. And it should be net --
wat er delivery in Wom ng should be delivered so that
there was | ess diversion in Wom ng and nore crossing
t he Mont ana/ Wom ng state |ine.

Q And do you recall what year that first
request woul d have been to Wom ng?

A | can't renmenber if it was 2000 or 2001.

Q Wuld it have been | ater than 2001, the
first --

A Certainly not. It would have been in 2001 if
not before.

Q And t he sanme when you nentioned the Keith to
Mke. | believe you're referring to Keith Kerbel
communi cation to M ke Whitaker. Do you recall what
year that first comuni cation woul d have been?

A | don't explicitly. But I know for certain
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it would have been -- what | don't knowis -- |I'mnot
confident in nmy nmenory as to whether it was in 2000.
But | know it was in 2001.

Q Did you include a discussion of storage,
post - 1950 storage rights in that discussion?

A Yes. W actually spent a fair anount of
time, even at conmm ssion neetings, talking about the
storage in Wom ng and what reservoirs they had and
when they fill ed.

Q Do you recall who you woul d have conmuni cat ed
that to on the Wom ng side?

A Comuni cat ed what ?

Q The conversati on about needing nore water in
Mont ana to satisfy conpact rights.

A Mysel f, | renmenber tal king about it at
conpact conmmi ssion neetings with Pat and Sue. And --
and | cannot renenber whether it was on the record or
not .

Q s it possible that it was not on the record
at the conpact comm ssion neeting?

A Yes.

Q Wiy is that?

A. For two reasons. But the primary one was
that I'"'m-- | knew there had been this intractable

conflict earlier on. And so | was hopeful to find a
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pat hway. And so ny strategy was to do what | could to
avoid formalizing, is one word, or legalizing what |
was doing in such a way that it would inplicate the

I nterpretations of the conpact.

What | wanted to do was set up a system where
we managed the basin hydrologically. It is sonething
that we've done in Montana on a nunber of basins. And
It is sonething that | know even Saskat chewan and North
Dakota worked on on the Souris in a nore hydrol ogi cal
and maybe extra legal way of doing it. | don't know --
| don't have the right termfor it. But it's a
col | aborative approach.

So what you do is you work on a systemthat
I nvol ves under st andi ng the hydrol ogy such that you can
mar shal the water that you have to get the maxi num
anount of use across the greatest nunber of people and
t hereby have the greatest econom c benefit for the
| argest portion of the basin. And it does work. And
Mont ana had done it successfully.

So ny intent was to try and use that strategy
rather than using -- noving directly al ong the pat hway
t hat heads you towards struggling over the | anguage of
t he conpact, which had been a dead end before.

So toward that end, ny intent was to not try

to get things on the record and also to talk in a
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ci rcunst ance where people were less likely to be
nervous about being on the record, which included the
USGS, our third party on the comm ssion, who was al ways
nervous about anything that | ooked |ike conflict.

Sony -- why it may be that | didn't al ways
talk at the table about it or may not have tal ked about
It at the table conmm ssion neetings was in order to
maximze ny ability to create that basis for that
strategy that would go down a path that woul d avoi d
| eading into the | anguage of the conpact.

Q So it sounds |ike maybe you asked them a
couple different things. You nentioned managi ng the
river hydrologically. Ws that sonething that Wom ng
had -- what was their response to that?

A As | renenber, it was sonething -- the
initial response was that's not something we can do.

Q And then in addition, it sounds |ike you al so
asked for themto just release nore water to Montana.
And what was their response to that?

A | don't think | used those terns. And,
frankly, | can't renmenber exactly what terns | used.
But there was always this need being expressed that
there needed to be nore water crossing the state |ine
from Wom ng i nto Mnt ana.

Q Vell, you testified a little while ago that
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you had identified irrigation and water use in Womn ng
that was after 1950. And did you identify that
practice to Wom ng?

A First of all, if you say "you," it wasn't ne.
It was our staff and our water users.

Q You and M. Kerbel -- | see what you're

saying. You're saying that others had comrunicated to

you - -
A. Ri ght .
Q -- the devel opnent of post-'50 uses in
Wom ng?
A Ri ght.
Q s that what you're saying?
A Yes, sir. And we expressed that to Wom ng,
that there was -- it was our understanding that there

were post-'52 water devel opnents in Wom ng that were
bei ng serviced. And our pre-'52 were not getting
serviced, as well as continued expansi on, nore recent

expansi on of water use in Wom ng.

Q More recent as in how nuch nore recent?

A Wthin the last -- within the prior few
years.

Q And do you know if at that neeting, or at

ot her neetings, that M. Kerbel had comruni cated the

same thing to his counterpart?
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A Yes.

Q You know that he had, in fact, done that?
A | know that he tal ked about that with M ke.
Q What was your understandi ng of Wom ng's

position regarding the conpact and their use of these
| ater water uses?

A Coul d you repeat that, please?

Q What did you understand Wom ng's position
was or their interpretation of the conpact regarding
the use of these later post-'50 rights?

A My understanding was that they felt that
there was -- it's been a while, soit's hard for ne to
be sure that |I'mexpressing this clearly and have a | ot
of confidence in -- that | am

But that they felt that there was a concept
of supplenmental rights and that this expansi on had
sonething to do with exercising that part of the
conpact that they had sone -- that gave them sone right
to sone kind of supplenental devel opnent.

Q And do you recall who would have communi cat ed
t hat nmessage to you from Wom ng?

A Jeff, Pat, Sue, and Mke in different
ci rcunst ances.

Q So in other words, the conversation was goi ng

on anong nultiple people on the Wom ng side and
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mul tiple people on the Montana side; is that correct?

A Yes.

Q So we tal ked about 2001 and 2002 -- sorry.
We tal ked about 2000 and 2001. Going into 2002, what
was -- do you recall the water -- what were the water
conditions in 20027

A We were still in drought, extrene drought.

Q Did that include the Tongue R ver and the
Tongue Ri ver Basin?

A | can't -- | don't knowif it was in the
extrene category established by the drought nonitoring
system But it was -- if it wasn't in extrene, it was
I n severe.

Q Do you know i f Montana had water
comm ssi oners on the Tongue River in 20027

A Ve did.

Q So did you have a view whether all of
Montana' s pre-1950 water rights were being satisfied on
t he Tongue River?

A They were not.

Q You nentioned earlier that there were pre --
|"msorry -- post-1950 water rights and uses in Wom ng
in the earlier year. D d you have a vi ew whet her that
was continuing in 20027

A What | renenber is that there was no change
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i n behavior on the part of water users in Woni ng.

Q So in 2002, did you comuni cate to Wom ng
the simlar nmessage from 2001, neani ng that Mntana was
short on its pre-'50 rights and needed nore?

A Yeah, it was continuing. The discussion was
continuing. If | remenber, we were starting to get
into nore tal k about the reservoirs and nore tal k about
techni cal issues and having sone technical analysis

done by our staff.

Q That was done cooperatively between the two
states?
A Yes.

Q Do you know if M. Kerbel would have
communi cated that sane nessage in 2002 to any Wom ng
of ficials?

A |"mcertain of it.

Q When you nentioned you conmunicated it, do
you recall specifically who you woul d have conmuni cat ed
that to in Wom ng?

A It would have been in the sane circunstances
with the sane people: M ke Witaker, Sue Lowy, and
Pat Tyrrell. But at different tines in different -- at
di fferent occasions.

Q Wul d t hese have been -- I'msorry --

| n-person conversations that you nentioned you went to
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a variety of neetings together.

A VWhat | renenber was in person. | don't
remenber having phone calls or e-mails about it.

Q Again, do you recall if that would have been
done on the record at a conpact conm ssion neeting? O
woul d that have been off the record in a private
conversation?

A. | think it -- my nenory is not clear on this,
as you can tell. But I'mconfortable saying that I
think it happened in both situations to nore or |ess
degrees. But, for instance, we did talk about the
reservoirs on the record. And it would have conme up at
that tinme that we felt that there was a problemw th
when they were storing water and how nuch was bei ng
stored, et cetera. And that woul d have been on the
record.

And about -- the other things which are --
where you didn't have as much data right in front of
you in terns of how many acres and where were they and
that kind of thing, |I did not bring up on the record.
That was the kind of thing that I -- we would have been
t al ki ng about on break or we would have -- Keith would
have been talking wth M ke on the phone or things |ike
t hat .

Q You nentioned reservoirs, and you had a
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concern about reservoirs. Can you tell us what the
concern was?

A We were concerned that -- we wanted to
under st and when they were diverting and how nuch they
were diverting. And our suspicion was that they were
di verting water that should have been available to us
or hol di ng back water that shoul d have been avail abl e
to us.

Q Did you have a concern in those years about
whet her the Tongue River Reservoir was going to fill?

A Yes.

Q Did it fill, do you recall, in 2001 and 2002?

MR. KASTE: Foundation. He hasn't
established that he has the foundation to answer that
guestion at this point.

SPECI AL MASTER: You want to establish the
f oundati on?

BY MR SWANSON:

Q Had you ever received information fromthe
Wat er Proj ects Bureau under your supervision about the
status of the Tongue River Reservoir?

A Regularly. As well as the drought advisory
comm ttee reports.

Q Do you recall if in 2001 and 2002 the Tongue

Ri ver Reservoir fill ed?
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A The Tongue River Reservoir did not fill in
2001. | know that for certain. And I'mconfident it
did not fill in 2002. To the best of ny know edge, it
di d not.

Q M. Stults, I'"'mgoing to turn to four letters

that are really part of a series. And we won't spend a
|l ot of time on them
MR. SWANSON: But, Your Honor, it's Montana

exhi bit begi nni ng Montana 142.
BY MR, SWANSON:

Q And | believe you have it there in front of
you, M. Stults.

A | have it.

Q Can you identify this?

A It's on Tongue River Water Users' Association
| etterhead. It's dated May 3rd, 2002. It's a letter
fromArt Hayes to Jack Stults.

Q Was this your business address when you
wor ked at DNRC?
A Yes.

MR. SWANSON:  Your Honor, | nove adm ssion of
Exhi bit Montana 142.

MR. KASTE: No objection.

SPECI AL MASTER: So no objection, Exhibit

ML42 is admtted i nto evidence.
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(Exhibit ML42 admitted.)
BY MR, SWANSON:

Q Did you know Art Hayes, M. Stults?

A | do know Art Hayes.

Q Can you just summarize the conmunication that
M. Hayes had in this letter and | guess how you --
whet her you took it seriously?

A. Yes. Art is talking about the -- what he
sees as expansion of water use in Woni ng and the
seriousness of the issue. And | would -- | did take
this seriously.

Q And then the next exhibit is Mntana 144.

A | have it.

Q Could you identify this letter, please?

A This is on the letterhead of the Mntana
House of Representatives. It's a letter from
Representative Norma Bi xby to Jack Stults, dated May 6,
2002.

Q Can you identify that date stanp in the top
right corner, please?

A That's the standard date-recei ved stanp used
by the Departnent of Natural Resources and
Conservati on.

MR. SWANSON: | nove adm ssion of Exhibit
Mont ana 144.
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MR. KASTE: No objection.
SPECI AL MASTER: Thank you. Exhibit ML44 is
admtted into evidence.
(Exhibit ML44 admtted.)
BY MR SWANSON:

Q Can you tell us who Representative Nornma
Bi xby is, please?

A She was an el ected representative to the
House of Representatives, State of Montana,
representing District 5, which is in the Tongue River
Basin area, including parts of the Northern Cheyenne
Reservation in our district.

Q Did you have regul ar conmuni cation with her
on these issues?

A We communi cated in the sense of how nuch a
person in ny position would comrunicate with a
| egi sl ator, yes, it was regul ar.

Q And then the next exhibit is Exhibit Montana
141. Could you identify that, please?

A | have it. |It's a letter on the |etterhead
of the Departnent of Natural Resources and

Conservation, dated May 23rd, 2002, to Norma Bi xby from

Jack Stults.
Q Is that your signature at the bottonf
A Yes.
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MR. SWANSON:  Your Honor, | nove adm ssion of
Exhi bit Montana 141.
MR. KASTE: No objection.
SPECI AL MASTER: Exhibit Ml41 is admtted
I nt o evi dence.
(Exhibit M41 admitted.)
BY MR SWANSON:

Q Before | go to the last letter, | just want
to ask you: Is this a followup letter to Exhibit 144,
the previous letter from Representative Bi xby?

A Yes.

Q And then the last exhibit is Wom ng 67.
Coul d you identify that, please?

A | have it.

Q Go ahead and identify it, please.

A It's a letter on the Departnment of Natural
Resources and Conservation | etterhead, dated May 29,
2002, to Art Hayes, the Tongue River Water Users'
Associ ation, fromJack Stults.

Q And on page 2 it's signed Jack; is that your
si gnature?

A It is.

MR. SWANSON:  Your Honor, | nove adm ssion of
Exhi bit Wom ng 67.
MR. KASTE: Apol ogize for the delay. This
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wasn't on the list of exhibits for M. Stults.

SPECI AL MASTER: No problem | understand.
It's also difficult junping back and forth between
vari ous nunbers.

MR. KASTE: But | have no objection.

SPECI AL MASTER: CGkay. Thank you. Exhibit
W67 is adm tted.

(Exhi bit W67 adm tted.)

MR. SWANSON: Thank you, Your Honor.
BY MR, SWANSON:

Q So | just want to ask you a couple questions
about this series of letters. First of all, it appears
you' re discussing an appropriation. Can you just tell
us, do you recall what that noney request was for?

A Yes. It was -- the conm ssion had started
t al ki ng about doing sone technical analysis. And so |
had put in a request in the budgeting process, the
bi annual budgeting process in preparation for the 2003
| egi slature to ask for funds to hel p support that
techni cal activity.

Q And both M. Hayes and Representative Bi xby
referenced that that study was specifically |ooking at
post-1950 Woming irrigation out of the Tongue R ver;
was that part of your request? | should say, was that

the focus of your request?
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A Yes.

Q And then going to Exhibit 141, Montana 141,
this is your reply to Representative Bixby. So it
appears that you nake it clear that the budget request
just couldn't go forward. Do you recall why it didn't
go forward for the 2003 | egislature?

A Yes. The state of Montana, during those
years, was running a significant multimllion dollar
budget deficit. So it was a struggle to get any
addi tional funding for an agency. And so this was
deni ed, anong the requests that were sent in.

| don't renenber whether it was denied by the
departnent director or the budget office. M weak
menory is that it was rejected by the budget -- the
governor's budget office.

Q So it wasn't dropped because it was no | onger
a concern to you; is that correct?

A That is very correct.

Q And then going to Exhibit Womng 67. This
IS your response to M. Hayes. | wonder if you could
just read that second paragraph of that letter, please.

A "As you know, we net with Wom ng in an
attenpt to informally manage water supply in this year
of continuing drought. That nmeeting did not result in

a plan to manage this year's short supply to maxi num
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advantage to all users in the Tongue Ri ver Basin
regardl ess of the political boundary at the state
line."

Q So when you nentioned earlier discussions
with Wom ng asking for nore water, |'mwondering if
this paragraph refers to those di scussions.

A Yes.

Q And it appears, |ooking at that second
sentence, is it your representation to M. Hayes that
Wom ng rej ected your request for nore water?

A Yes.

Q But just to be clear, were you asking to
change water rights or to change the conpact, in your
di scussions with Wom ng?

A | was not.

Q And when you asked for technical funding for
techni cal study, how did you think that would help --
| et me rephrase that 'cause M. Kaste m ght think
that's | eadi ng.

When you asked for funding for technical
research on this area, was it -- did you view that it

woul d be hel pful to resolving the di sagreenents?

A. There are a nunber of reasons that | wanted
us to get into technical -- working on technical
information. The -- technical information in the water
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field al ways hel ps. Maybe that's overbroad, but it's
hardly. But you cannot have too nuch informtion,
technical information about water. |It's such a
difficult comodity to know about and under st and.

So any tinme you have an opportunity to do
sonme technical work, especially in collaboration with
another entity, that will have additional resources and
different perspective to bring to bear on it is a good
thing to do.

In terns of the strategy of trying to resolve
what we in Montana saw as a problemon the Tongue, the
opportunity to work together on technical information
I's good. Wen you get into a conflict, the first thing
you want to avoid is a conflict over the facts, over
the data. And if you can develop the data jointly, you
are one big step down the road to avoiding distracting
and sonetinmes very costly and del ayi ng probl ens.

Al so, regardl ess of what route you take, if
you' re going to do nmanagenent of the basin
hydrol ogically, you're going to need the data. |If

you're going to go to court, you're going to need the

data. So it -- even -- and if you're going to go to
court -- if you end up going to court, which |I was
trying to avoid -- if you end up going to court, then

the data can often be a basis for a resolution of the
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conflict in -- within the litigation.

So there's -- it's anmultifaceted desire to
get into devel opi ng data.

Q You nentioned you were not eager to go to
court; can you tell us why?

A Wom ng had had conflicts with other states
over water that had gone to litigation. States around
the nation had gone to litigation over water between
states. Montana had not. And -- at least in the
classic sense of just going to court in front of the
Suprene Court like we are now. And so they had a | ot
of experience; we did not.

We were running nmultimllion dollar deficits.
They were running nmultimllion dollar surpluses. W
had no resources; they had a lot. So it |ooked |ike we
were in a weak position to begin wth.

The history between Montana and Wom ng
specifically had been that when we got into a -- when
we tried to deal with a conflict over the | anguage of
the conpact, it didn't go anywhere. And so the main
thing you're going to get into if you get into a | egal
situation, | thought, would be the |anguage of the
conpact and that that was sonething that just seened
like it -- there are other ways to deal with water and

manage water that is nore effective, nore productive,
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| ess costly than going through litigation. You go
t hrough t he hydrol ogi ¢ approach.

So that -- those were sone of the nost
significant reasons why | wanted to avoid litigation.

Q Al right. Thank you. And |I'mgoing to ask
you to |l ook at the next exhibit, which is Mntana 166.

A | have it.

Q Can you identify it, please?

A. It is -- it looks like a copy of a nenorandum
or e-mail, I"mnot sure which, from Sue Lowy to Jack
Stults, dated Friday, June 18th, 2004, with the subject
| i ne, Wom ng docunent.

Q And - -

SPECI AL MASTER: Can | just pause
M. Swanson? Just because it |ooks |like we nmay have
had the wong exhibits pulled this norning. Wuld you
mnd just telling me what Montana exhibits you're still
pl anni ng on using this afternoon?

MR. SWANSON: Montana 166, Montana 434,
Mont ana 186. There's a couple of joint exhibits. Do
you want that list?

SPECI AL MASTER: Not at the nonent.

MR. SWANSON:  No, you don't?

SPECI AL MASTER:  No.

MR. SWANSON:. Ckay. Montana 149, Montana
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173, Montana 172, Montana 168, Womng -- |'msorry.
Montana 161. | believe that's it for the Mntana
exhi bits.

SPECI AL MASTER: Ckay. So just off the
record for a nonent.
(Di scussion held off the
record.)
SPECI AL MASTER: Sorry, M. Swanson. So you
were on Exhibit Montana 186.
MR. SWANSON: Yes, Your Honor. Can | confer
wi th nmy cocounsel for a second?
SPECI AL MASTER: Yes, you nay.
MR. SWANSON:  Your Honor, | do intend to call

addi tional Wom ng exhibits. Do you want that |ist as

wel | ?
SPECI AL MASTER: So far | seemto have the
Wom ng exhibits that you plan to call. [It's just a
different stack of Montana exhibits. | assune, for
exanple, mne start at -- this is all off the record.
(Di scussion held off the
record.)
SPECI AL MASTER. W can go back on the
record.

BY MR SWANSON:
Q So, M. Stults, | forgot where we left off.
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Can you identify this Exhibit Mntana 1667

A It looks like an e-nmail, a printout of an

e-mail from Sue Lowy to Jack Stults, Friday,
June 18t h, 2004, subject line is Wom ng docunent.

MR. SWANSON:  Your Honor, | nove adm ssion of
Exhi bit Montana 166.

MR. KASTE: No objection.

SPECI AL MASTER: So Exhibit ML66 is admtted
into evidence. And |I'm keeping track of them

(Exhibit ML66 admtted.)

BY MR SWANSON:

Q M. Stults, | wonder if you could just | ook
at the -- there's kind of a break in the docunent wth
a Internet address and line that says, "Please let ne
know." |'mwondering if you could | ook at the next
section that begins "Keith Kerbel had provided." And

I"'minterested in that big, |ong sentence begi nning

"Keith Kerbel had provided." |If you could read that,
pl ease.
A "Keith Kerbel had provided us at the

conmm ssion neeting | ast Decenber a copy of the
five-page sunmary report conpleted for you by HKMin
the 'reconnai ssance study of expanded irrigation water

use Tongue River drai nage-Woni ng.

Q So you provided a docunent to them it | ooks
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| i ke in Decenber of 2003. | wonder if you could | ook
at Montana Exhibit 434 and tell us if this is the HKM
study that Sue Lowy is referring to?
SPECI AL MASTER: Actually, we need to go off
the record again just for a second.
(Di scussion held off the
record.)
SPECI AL MASTER: So then we're on Exhibit
Ma34.
BY MR, SWANSON:

Q So, M. Stults, the previous exhibit from Sue
Lowy nentioned an HKM report, reconnai ssance study of
expanded irrigation water use Tongue River
dr ai nage- Wom ng that Mntana had provided to Wom ng.
Can you tell us whether this Exhibit M34 is that study?

A This is the summary report fromthat study.

Q And if you could |look at the first |ine under
I ntroduction, it says that HKM entered i nto an
agreenment with Montana DNRC in June 2002. Do you have
know edge of that agreenment?

A Not any specific know edge in terns of being
able to tell you what the terns were or anything |ike
that. But | remenber we hired HKM

Q In 20027

A Correct.
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MR. SWANSON:  Your Honor, | nove adm ssion of
Exhi bit Montana 434. And | do want to point out that
t he docunent has actually only six pages. And |
believe the exhibit is 12 because it's the sane
docunent repeated twice. So | apologize for that. And
we can limt the adm ssion. |t would just be page
Wom ng 102610 i ncl udi ng Wom ng 102615.

SPECI AL MASTER M. Kaste?

MR. KASTE: It's ny understanding this
docunent makes reference to attached nmaps which are not
attached. | guess | don't really have an objection to
this exhibit. But it is inconplete in that regard.

SPECI AL MASTER: So two or three things:
Nunber one, we wll admt Exhibit M434. We'll admt
the first six pages of Exhibit M34.

(Exhibit MA34 admitted.)

SPECI AL MVASTER: And it wll be noted, for
the record, that it does not include any maps. And | et
me just actually ask the witness: | noticed that the
|l etter from Sue Lowy notes that the report that she
had recei ved did not include acconpanying maps. So do
you know whet her or not there were any maps attached to
this report other than the seven that she nentions
t here?

THE WTNESS: | don't renenber whether |
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handl ed the maps or not. | just would have to go with
what was said here and ny knowl edge that they were in
comrmuni cati on and tradi ng back data. And it's ny
under st andi ng that what was asked for was given.
SPECI AL MASTER:  Ckay.
You can proceed.
MR. SWANSON:  Thank you, Your Honor.
BY MR SWANSON:

Q So can you explain why you engaged HKMt o
conduct that reconnai ssance study, or why DNRC di d?

A HKM had done sone work for Wom ng on their
wat er - pl anni ng process. And, therefore, they seened to
be in a good position to be able to do sone anal ysis of
wat er use in Wom ng because of that background that
they had. And it seened as though it was an efficient
way to nove forward on conpiling the information that
we were | ooking for about water use, especially
post-'50, in Wom ng.

Q Can you | ook at page 3 of this Exhibit M34?

There's a table there.

A | see it.
Q And there are several colum headi ngs across
the top. It says fifth level watershed, sixth |evel

wat ershed. And then it says irrigation era with a

nunmber of different tine frames across the top; do you
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see that?
A | see that.
Q And I"minterested in that second headi ng

that says irrigated in 1940s, 1950s, 1990s.

A | see it.

Q And |'mjust guessing, even though I'll get
to the 1990s one in a nonent, was that acreage that you
focused on as post-1950 irrigation, or were you focused
on ot her categories?

A Frankly, | don't renenber.

Q Okay. And if you look at the third col um,
“Irrigated Only in the 1990s," you cone down to the
bottom Can you read that total acreage in the colum
that is at the bottom | abeled "Irrigated only in
1990s" ?

A Three thousand one hundred ei ghty.

Q Was this information -- nunmber one, we know
It was provided to Wom ng because Ms. Lowy's e-nmail
told us it was. Was this information involving
conversations wth Wom ng as far as their extra use
taki ng away water from Montana's earlier rights?

A | -- 1 don't renmenber this being a
specific -- | did not use this specific nunber in a
conversation with Womng, that | renenber. And |

can't say whether it was used specifically in a
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conversation by other staff. | don't renenmber. But it
may wel | have been.

Q Did --

A My suspicion was that it was because the
technical commttee was sharing this information and
they were neeting. And ny expectation is that they
woul d have -- or ny assunption -- no, what | believe is
that they woul d have tal ked about this.

Q Ckay. And then going to page 4, there's
anot her table on page 4 | abeled Table 2. And it's
irrigated acreage by priority date, lands irrigated
only in the 1990s. And do you recall, or did you see
this table?

A | do recall this one.

Q Did you have any conclusions as a result of
seeing the data in this table?

A Yes. It did show that there was -- that our
concern about post-'50 devel opnent and use of water was
accurate, was founded.

Q And then going to the final page of this
docunent, there are two tables actually. One's |abeled
Wom ng, and one's | abel ed Mont ana.

But I'mlooking -- actually, | apol ogize.
' mgoing to ask you to go back to page 5.

A. | have it.
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Q And that second full paragraph at page 5

referring to reservoirs, | wondered if you coul d just
read that first -- or the first two sentences there.
A. "HKM al so observed that additional snal

reservoirs were constructed in the intervening years
foll owm ng the signing of the conpact. Three facilities
In particular are noted."

Q And then it nentioned three reservoirs. Are
you famliar with these reservoirs? It nentions Wagner
Reservoir, Five Mle Reservoir, and |"'mgoing to try
this pronunciation. Dzendolet Reservoir, I'll spell
it, Dz-e-n-d-o-l-e-t. Are you famliar wth these
reservoirs?

A | don't renenber.

Q We can set this aside for a nonent.

As we nove out of the year 2000 into 2003,
did Montana's communi cation to Wom ng regardi ng your
I nterpretation of the conpact change after 2002? O
did you continue to express the sane view about
Montana's pre-'50 irrigation being protected?

A Qur perspective interpretation of the conpact
did not change.

Q And you don't recall if Wom ng's perspective
changed, or did it renmain the sane?

A | don't renmenber their perspective changi ng.
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Q So at the end of 2002, we've had three dry
years: 2000, 2001, and 2002. Had Wonming, at this
poi nt, agreed to any of your requests to send nore
water to Montana for senior pre-1950 water rights on
t he Tongue River?

A No, they did not.

Q And had they offered any suggestions of how
they could supply nore water?

A No.

Q And had they shut down or curtail ed any
post-1950 irrigation or post-1950 storage activities at
your request?

A Not that | was aware of.

Q So did you feel your efforts were being
fruitful in those three dry years?

A No, they hadn't conme up with the fruit that |
had i ntended. But there was sonme good work done.

Q And what was the progress? Wat was the work
t hat was bei ng done between the two states at this
poi nt ?

A Mostly sharing information and devel opi ng
some new dat a.

Q Do you recall in 2003 if it was a dry year,
or was it an adequate year?

A It was dry.
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Q It was dry?

A Yes.

Q Did you make a request in 2003 for water from
Wom ng?

A O the sane type of conversations and

di scussi ons and characterization of the problemthat we
did in the prior years.

Q So you continued to express Myntana's
position on the conpact. But do you recall if you
asked them specifically to send nore water in 2003;
that Montana's rights weren't being net?

A Not in so many words.

Q And then going into 2004, were you -- what
was 2004 |like as far as the water year goes?

A 2004 was anot her very dry year.

Q Is it safe to say you were nonitoring water
| evel s as you cane into the spring and summer nonths of
20047

A Yes.

Q And you were still working on the Drought

Advi sory Comm ttee?

A Yes.

Q " mgoing to ask you to | ook at Montana
Exhi bit 186.

A | have it.
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Q Can you identify this docunent?

A This is a printout of an e-nmail sent on the
State of Montana e-mail systemfrom Marty VanC eave to
Jack Stults, dated Monday, May 17th, 2004, with the
subject line re, r-e, interstate water flows, My 17th.

Q Do you know who Marty VanC eave is?

A Yes. Marty VanC eave was a water rights
specialist in the Billings regional office.

MR. SWANSON:  Your Honor, | nove adm ssion of
Mont ana Exhi bit 186.

MR. KASTE: | don't see anything about the
Tongue River, really, in here. | don't understand its
rel evance. This would be an e-mail about the situation
on the Powder.

SPECI AL MASTER: M. Swanson?
BY MR, SWANSON:

Q Can you read the line directly above the
sal utation, "Thanks Marty," at the end, M. Stults?

A "Were you al so | ooking at the Tongue? | know
T &Y is 'rationing water."

SPECI AL MASTER: Ckay. |If there's still an
objection, it's overrul ed.

MR. SWANSON: Thank you, Your Honor.

SPECI AL MASTER: So Exhibit ML86 is admtted

I nto evi dence.
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(Exhibit ML86 admitted.)
BY MR, SWANSON:

Q When he says the "T & Y," what do you
understand that to nean?

A The T & Yirrigation ditch on the Tongue
Ri ver.

Q And when he says "rationing water," what do
you understand that to nean?

A. Just the basic neaning of the termis that
when there is a shortage, there is a reduction of the
portions given out to the participants.

Q Does that nean that there's a shortage of
wat er as of May 17t h?

A | think it's -- yes, it does.

Q So in 2004, did you have an opinion as to
whet her Montana was receiving all of its pre-1950 water
rights on the Tongue?

A W were not.

Q And do you know whet her there were water
conmm ssi oners on the Tongue in 20047

A There were.

Q And do you know whet her the Tongue River
filled in 20047?

A Did not.

Q Were you able to comruni cate any of these
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facts to Wonming in that year?
A Yes. We did. Wiether | specifically
communi cated or it was through the technical team and

Keith Kerbel or all of us, it was conmnuni cat ed.

Q It was communi cated prior to your sending the
next letter we're going to look at, the call letter?
A Yes.

Q Gkay. And what was Wom ng's response to
t hose initial conmunications?

A Same as it had been, that nothing was
happeni ng in Wom ng that shouldn't be happeni ng and
that it was -- everything happening in Wom ng was
consistent with the conpact.

Q "' mgoing to ask you to | ook at Joint
Exhi bit 64. Can you identify this docunent? And it's
already admtted. So |l -- we won't ask the Court to
admt it. But if you could just identify it.

A It's a letter on Departnent of Natural
Resources and Conservation |letterhead to Pat Tyrrel
fromJack Stults, dated May 18th, 2004.

Q And can you read that first sentence of the

letter?
A. "This is the letter that | nentioned would
foll ow our phone -- telephone call regarding the

current need for admnistration of the conpact."”
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Q So you had told him apparently on a phone
call prior to this, that we needed to adm nister the
river; is that correct?

A That's correct. | called him-- | can't
remenber how many days ahead of tinme -- before sending
this letter.

Q And then in the next sentence, it seens to
I ndi cate that you had tal ked to himabout this issue at
t he conpact commi ssion nmeeting in April?

A Correct.

Q So when you say, "l agreed to send you a

| etter stating our concerns and needs," do you know
whet her that means that you had asked himin April for
this call and you had then agreed to send a letter? |Is
that what that statenent is supposed to nean?

MR. KASTE: That's a little bit |eading. Wy
don't we just ask him what you did nean?

SPECI AL MASTER: | think that woul d probably
be a better phrasing of the question.
BY MR SWANSON:

Q So if you | ook at that second sentence,

M. Stults, can you just tell us what you neant by that
statenent, "At the Yell owstone River Conpact Conm ssion

neeting in April, | agreed to send you a letter stating

our concerns and needs"?
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A Vel l, that we had tal ked about the issue and
that it was clear that we are in a conflict and in
di sagreenent and that | would follow up with a letter
t hat woul d expl ain our perspective, Mntana's
per specti ve.

Q And then in this letter going to the section
that's Tongue River, which really begins in the second
full paragraph, can you just explain generally what you
I nt ended or what you conmunicated with your call to
Wom ng for water on the Tongue River?

A Well, that we were not getting our portion of
water, that only our first two rights were being
satisfied and then the details of that. And that also
that I'd notified other water users that we were going
to go forward with our request.

Q And had you noticed the Northern Cheyenne
that you intended to call on Wom ng for water?

A Yes.

Q And then if you could | ook at the second page
of this letter.

A | have it.

Q It would be the third full paragraph. It's
t he paragraph below the one that's headed O ark's Fork

of the Yellowstone. So this paragraph would begin, "as

conpact comm ssioner for Montana and as directed by
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Governor Martz." |'mlooking at the sentence that

begi ns "as you reported at the April technical

meeting."
A | see it.
Q Can you just read the portion of the storage

related to the Tongue Ri ver drai nage?

A "Womng is currently storing 9,369 acre-feet
of post-1950 water in the Tongue River drainage and
214,722 acre-feet of post-1950 water in the Powder
Ri ver Basin."

Q And then your request is -- skip a sentence,
and it begins "we hereby request."” Could you read that
sentence, pl ease?

A "We hereby request that all these stored
waters be imedi ately rel eased and delivered to the
Mont ana border to begin to satisfy our valid and
protected pre-1950 water rights on the Tongue and the
Powder Rivers."

Q And then in the foll ow ng sentence, what
article of the conpact are you referencing there?

A "This call is for all pre-1950 Mntana
water -- prior water rights in those drai nages as
protected in the conpact in Article 5A and needed to
satisfy the senior appropriative rights in Mntana."

Q Now, you attached some supporting docunents
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to this letter.

MR. SWANSON: And, Your Honor, these are part
of the joint exhibit, even though it's an affidavit.

So | just want to beg your leave to inquire into the
affidavit that was already admtted.

SPECI AL MASTER. So just to be clear, is this
actually part of -- 'cause | actually don't have it in
front of nme. Is this part of J64?

MR SWANSON: It is, Your Honor. At the tine
that M. Stults sent the letter, he attached an
affidavit fromM. Hayes to Wom ng as well as sone
addi ti onal docunents.

SPECI AL MASTER:. Ckay. M. Kaste?

MR. KASTE: W don't have any problemwth
this affidavit being part of the joint exhibits. It
has an i ndependent | egal significance just by virtue of
being attached. | want to make sure that -- |'m done.

SPECI AL MASTER:. Ckay. Thank you. And j ust
to clarify, this is part of, then, Exhibit J64, and
therefore, you're not asking to have anything new
admtted into evidence. This has already been
adm tted?

MR. SWANSON: That's correct, Your Honor.

SPECI AL MASTER: Ckay. Thank you.
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BY MR, SWANSON:

Q So, M. Stults, there's an affidavit from
M. Hayes that's follow ng your |etter, beginning on
page Wom ng -- WYGC31304; do you see that?

A | do.

Q And | just want to ask you, it looks like it
will be the third page of his affidavit, paragraph 8.

A | see it.
Q And paragraph 10 as well. Wat was your
under st andi ng of the anmount of -- | guess, let ne say

it this way: What was your understandi ng of the need
for -- what was your understanding of the |evel of the
Tongue River Reservoir at that tinme?

A It was down quite a bit.

Q And did you have an understandi ng of what
i npact that has on water users in the Tongue River if
the reservoir is down at the beginning of the
irrigation season?

A Yes. It's critically bad tines.

Q And did you know which water rights were
being fulfilled on the Tongue R ver -- which pre-'50
water rights were being fulfilled on the Tongue River
at that tinme?

A | did.

Q VWhi ch ones were being fulfilled?
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A | can't renenber specifically. But | know
that | was -- | had that information, and it was part
of nmy basis for making the decision to send the letter.

Q And do you know if there were water
conmm ssi oners on the Tongue River in 2004?

A There were.

Q "' mgoing to ask you to | ook at the next
exhibit, which is Joint Exhibit 65. And we won't talk

t oo nuch about this one.

A | have it.
Q If you could just identify this for us.
A It's a letter on the state engineer's office

| etterhead dated May 24th, 2004, to Jack Stults from
Pat Tyrrell.

Q Did you receive this letter in -- did you
receive this letter?

A Yes.

Q And | understand that M. Tyrrell is
essentially saying that they're unable to -- or they
are not going to honor your call. But | wondered if we
could I ook at the second page briefly. And the
par agraph woul d be the second full paragraph begi nni ng
with "what water is apportioned is specified."

A | see it.

Q Can you just read -- you don't need to read
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all of it. | would just say read the three lines.

A "What water is apportioned is specified in
Article 5 Section B which allocates between the states
any water that was not used and not appropriated as of
January 1st, 1950. On the Tongue, Montana is to
receive 60 percent of the post-1950 direct flow water
and post-1950 storable water."

Q That's good. Were you talking about
post - 1950 al |l ocated wat er under Article 5B, or were you
calling for water to protect your pre-1950 water rights
under Article 5A?

A A

Q Did you expect this letter to result in an
agreenent or litigation, or did you have any
expectation?

A | had -- | had a hope that it would -- that
it would refocus our efforts which had not gone very
far in ternms of resolving the conflict -- the concern
that we had in Montana about the use of water in
Wom ng. And | hoped that would happen. MW
expectation was that it m ght happen. And ny fear was
that it woul d not.

Q And did you -- what was your -- did your
working relationship with M. Tyrrell change after

these letters?
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A No, | don't believe it changed at all. |
think we still, all the way through the process, the
whole time that | was in ny position, had a good
wor ki ng and personal relation both.

Q So next we're going to | ook at a nunber of
letters that are nessages -- letters and e-mails back
and forth between you and M. Tyrrell and your staff
and his staff in the remai nder of 2004. And | guess
what 1'd like to do is just, as we go through each one,
I f you could just briefly conment on the process. But
| don't intend to linger very long on any individual
docunent .

So we can begin with exhibit -- Joint
Exhi bit 66.
A | have it.
Q So this letter appears to be fromM. Tyrrel

to yourself. And what is he asking for here?

A. Docunents and ot her nateri al s.
Q And it appears that it's a lot of technical
data as wel |l as sone docunents related to -- |I'm

| ooki ng at page 2, No. 6, "For exanple, Rich My

al luded to definitive evidence of the change in
consunpti ve use when converting fromflood to sprinkler
application.”

| know that's no longer relevant in this
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case. But it appears that both sides are -- are they
bui l ding a case, or are they trying to understand each
ot her?

A | don't know that there's a difference.
You're always trying to understand each other
regardl ess which direction you're going. At |east |
was always -- that was ny approach. And that was the
approach that I felt was being shared on both sides, is
that we were trying to understand the issue and trying
to understand each other. And that the direction it
took would be -- that | was still intending to not --
ny hope was that if we did share this information, it
woul d continue to formthe basis and the grounds for
sone kind of agreenent.

Q And then the next docunent, Joint Exhibit 67,
this appears to be a letter fromyou back to
M. Tyrrell also asking for information. And | guess
the question at this point is: Wre these information
requests being fulfilled by each state; your requests
to M. Tyrrell and his requests to you?

A My menory is, to the best of our ability,
they were. That -- yes.

Q And were you -- did you have any staff
nmenbers that were spending tine gathering this

i nformation for you?
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A Yes.
Q Do you know who t hose were?
A | can't give you -- | can't be confident that

| can give you a conplete list. But it was staff
primarily within the Water Managenent Bureau under the
direction of R ch My.
Q And then the next docunent is Exhibit Wom ng
76. Can you identify this docunent, please?
A. | have -- | don't think I have Wom ng 76.
Just a second. | have it.
Q kay. Can you identify this, please?
A It is an e-mail fromPatrick Tyrrell to ne,
J. Stults, using ny e-mail address, dated Wdnesday,
June 9th, 2004, with a subject line, re: |egal issues.
MR. SWANSON:  Your Honor, | nove adm ssion of
Wom ng Exhibit 76.
MR. KASTE: No objection.
SPECI AL MASTER: Exhibit Womng 76 is
admtted.
(Exhibit W76 admitted.)
BY MR SWANSON:
Q And, M. Stults, the reason that | grabbed
this one, it really stood out to ne near the bottom
And we can see what this is, is this is an e-mai

string of several replies back and forth between you
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and M. Tyrrell. And near the bottom| see a statenment

fromyou that begins "on deeper reading of your

letter."

A | see that.

Q Could you that full sentence, please?

A This is me speaking, | believe.

Q It is. It's you speaking, | believe, to
M. Tyrrell.

A. "On deeper reading of your letter and ny

letter, it is clear to ne that interpretation of the
conpact is an issue, especially Articles 5 and 18.
This neans there are not just technical things at play.
Therefore, | am convinced we do need to have | egal
staff in Sheridan to hear the discussions about the
conpact | anguage and give input as we desire to do
foll ow up research.”

Q | appreciate that. That's good. And then |
wonder if you could look at M. Tyrrell's response to

you, which would be the mddle of that front page. And

It begins "Jack, well, whatever."
A | see it.
Q | wonder if you could read that and just tel

us what you understood that to nean.
A. "Jack, well, whatever differences we have

shoul d not be anything we as states didn't discuss in
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the '80s when this issue was hot previously."

Q What did you take that to nmean? What did you
understand fromthat statenent?

A That he's referring to the conflict that we
di scussed earlier today that took place in the 1980s
over the conpact |anguage and use of water in Wom ng.

Q So does it appear it's not a newissue to
Wom ng as far as Montana's concerns for water and
i nterpretation of the conpact?

A It certainly was not a new i ssue.

Q And then if we could | ook at the next
exhibit, which is Wonming 84. And |I'mgoing to try to
just speed through these. But the reason |I'm | ooking
at this Womng 84 --

A | have it.

Q Could you identify it, please?

A It's an e-mail fromJack Stults to Patrick
Tyrrell dated 6/17/04, subject |line re: status.

MR. SWANSON:  Your Honor, | nove adm ssion of
Exhi bit Wom ng 84.
MR. KASTE: No objection.
SPECI AL MASTER: Exhibit W84 is admtted.
(Exhi bit W84 adm tted.)
BY MR, SWANSON:
Q And then I'mactually going to | ook at
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Wom ng 113, and we'll just talk about these together.
If you could | ook at Wom ng 113.

A | have it.

Q Could you identify it, please?

A It's an e-mail fromJack Stults to Pat
Tyrrell dated 7/9/04 subject line re: gov neeting.

MR. SWANSON:  Your Honor, | nove adm ssion of
Wom ng 113.
MR. KASTE: No objection.
SPECI AL MASTER: Exhibit W13 is admtted
I nto evi dence.
(Exhibit W13 admtted.)
BY MR SWANSON:

Q So these two nessages appear to be a
di scussi on of a possible neeting between the two
governors of the states. Can you just explain the
conversation that's happening at this tine? And then
it appears ultimately they didn't discuss it. Can you
expl ai n why?

A As | renmenber it, the governors were going to
be getting together for sonething. And | can't
remenber what it was. But it was not specifically this
I ssue. But it provided the opportunity for the two
governors to talk about this issue. So Pat and | were

exchangi ng conmmuni cation to see if that was what the
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governors wanted to do and encourage that they do it.

Q And then your nessage said Governor Martz
asked the staff to keep working on this. Ws there
still not a desire in Montana to go to litigation? |'m
just wondering -- |'mwondering what your view of the
escal ation of steps were going to be after the 2004
letter.

A. Wll, | felt at the tine that ny job was
always to try and get us to the nost productive, | east
costly, nost effective solution to any problem So ny
goal was -- and | believed at the time that litigation
was not that.

So it was always ny intent to try to cone up
w th sonething, sonme kind of agreement with us that
was -- that would preclude litigation. So | was not,
guote, nmoving to litigation. | was trying always to
nove in a different direction. However, the notion
that we were taking was noving us closer in that
direction. There's no question about that.

Q And then I'm going to conclude this
particul ar discussion wwth two nore exhibits that are
comuni cation along this line. And that's begi nning
wi th Montana 172.

A Mont ana 1727

Q Yes.

Bray Reporting - (406) 670-9533



© 00 N o O b~ w NP

N DN DN N DD P P P PPk
g b~ W N B O © 00 N OO OB~ w N +» O

Page 731

JOHN EDW N STULTS - Cctober 21, 2013
Direct Exam nation by M. Swanson

A | have it.

MR. DRAPER.  Your Honor, if | mght interrupt
for a second and point out the tinme just so that we act
consistently with your desires this afternoon.

SPECI AL MASTER: Yeah. Thank you,

M. Draper. | was noticing the clock too. But when
M. Swanson said that there were two other exhibits
that he was going to turn to, | thought maybe | would
let himfinish with those two, and then we'd break for
t he day.

MR. SWANSON: Yes, Your Honor. 1'll do that
with alacrity, and then that will give us a good
transition point to resune |ater.

BY MR SWANSON:

Q So Montana 172, could you identify it,
pl ease?

A It's an e-mail fromPatrick Tyrrell to Sue
Lowy, Hugh MFadden, M ke Whitaker, dated 7/29/04,
subj ect, Mbnt ana.

Q Do you see a CC line at the bottom of that
message”?

A | do. It's a CCto ne.

MR. SWANSON:  Your Honor, | nove adm ssion of
Mont ana Exhi bit 172.

MR. KASTE: No objection.
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SPECI AL MASTER: Exhibit ML72 is admtted.
(Exhibit ML72 admitted.)
BY MR, SWANSON:

Q And then we're going to talk about this next
one together with it as a pair. And that would be
Exhi bit Wom ng 128. |If you could identify that one.

A | have it. |It's an e-mail from Jack Stults
to a group of ny staff, headed by R ch My, dated
July 30th, '04, subject |ine, Wom ng.

MR. SWANSON:  Your Honor, | nove adm ssion of
Exhi bit Wom ng 128.
MR. KASTE: No objection.
SPECI AL MASTER: Exhibit W28 is admtted.
(Exhi bit W28 admi tted.)
BY MR SWANSON:

Q And | would just note, M. Stults, that it
appears you copied Pat Tyrrell at the bottom of that
nessage as wel | ?

A Correct.

Q So these nessages are pretty well mrror
messages from M. Tyrrell and yourself to your staff.
And then you copied each other. So it appears to be an
agreed- upon conmmuni cation. Can you just explain what
you resolved to do at this point?

A This is where we're setting up the techni cal
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teams. | can't renenber if it's when we were setting
themup. But we were giving instructions and gui dance
to the two technical teans.

Q And did you at this point expect Womng to
make any nore changes in terns of answering your call
affirmatively before the end of this irrigation season?

A My optim sm was wani ng.

Q Your optim smwas wani ng, okay. D d you view

this as sone kind of a foundation to work on for future

year s?
A Yes.
Q Did you have an inpression at this point --

we're at the end of the summer of 2004 nearly --
whet her there could be a technical solution that could
be wor ked out ?

A Yes. | still believed there was. And |
still believe there is today. And this -- this did not
seem extraordinary to nme to be doing this when you're
gi ven the background of the types of litigation and the
time and resources that have been expended across the
west on this kind of issue. To be putting together a
technical teamand trying to cone up with the data and
Information to share it once again. |t fornms the basis
for agreenent. And it can formthe basis for agreenent

at any point along the way. It could formthe basis
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for agreenent at 5:30 this afternoon.

Q And as you were at that point in the end of
irrigation year 2004, did Wom ng -- had Wom ng gi ven
you any indication that they were inclined to go in
that direction of finding a solution given sufficient
techni cal data?

A | thought it was possible. | really did. |
believed that there was a nature of water resource
managenent in the west that was changing. The
col | aborati ve approach was getting nmuch nore accepted
and successful. And even Womng settled with
Nebr aska.

And so it just seemed to ne that there was --
that it was the right thing to be doing to be noving in
that direction. There was no question that the
settl emrent of Wom ng and Nebraska was based on a
t renmendous anount of information that had been shared
and devel oped over a |long period of tine.

So to take the tine to do what we were doi ng
here did not seemin any way extraordinary to ne. It
seened |i ke exactly the right path we were going to go
down, frankly, regardl ess of what forum you ended up
settling the thing in. And ny hope and fear to the
roots of my soul were that it would be outside of

court.
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Q And just a final question here: As you're
novi ng towards what you optimstically think is going
to be a technical solution, did you w thdraw your
request from 2004 for nore water from Wom ng?

A No.

Q Did you w thdraw your request from 2002 for
nore water?

A No.

Q Did you withdraw your 2001 request for nore
wat er ?

A No.

Q And if there had been a 2000 call from one of
your staff, had you w thdrawn that 2000 call?

A No.
MR. SWANSON: | think that will probably be
it for today, Your Honor. And we'll pick up tonorrow
nor ni ng.

SPECI AL MASTER: Ckay. Thank you,
M. Swanson. Just so that we have a sense of timng
going into tonorrow, do you have a sense as to how nuch
nore direct exam nation you have of M. Stults?

MR. SWANSON:. Basically, we're going to focus
on 2005 and 2006. So | think we're -- and |'ve got
about -- actually, | don't knowif | have many nore

exhibits. [|I'mlooking at the joint exhibits that are
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already in the record. And maybe one or two nore. So
| think we're probably half an hour, 45 m nutes, would
be probably be nmy concl usi on.

SPECI AL MASTER: Ckay. And then after that,
you' re planning on calling tonorrow Keith Kerbel. And
then assum ng we get to him Ken Smth?

MR. DRAPER  That's correct, Your Honor.

SPECI AL MASTER: Ckay. And | understood from
prior conversations that M ke Roberts has had a famly
energency. And so you'll be putting himon later in
the presentation?

MR. DRAPER  That's correct, Your Honor. W
haven't heard when we'll be able to do that. But we'l]l
put himin the order as soon as we do.

SPECI AL MASTER:. Ckay. |If not -- oh, if
there's nothing el se that we need to discuss right now,
why don't we then adjourn for today. And we can go
down to the grand jury room now and take a | ook at that
and still give everyone ten mnutes to gather up their
papers and get out of the courtroom or courthouse.

MR. SWANSON:  Thank you, Your Honor.

(Trial proceedi ngs recessed at

4.:40 p.m, Cctober 21, 2013.)
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          1            MONDAY, OCTOBER 21, 2013, 9:07 A.M.



          2            SPECIAL MASTER:  Okay.  We're back on the



          3  record now.  And so, again, good morning, everybody.



          4  And just a brief update on where I think we are in



          5  terms of courtrooms this week.  It does look like for



          6  Wednesday we'll need to be over at the Oil and Gas



          7  Commission hearing room.



          8            But then on Thursday, it looks like we might



          9  be able to be back here again over in the -- I want to



         10  say Snowy Mountain courtroom.  And once we get over to



         11  the Snowy Mountain courtroom, we might actually be



         12  there not only for the remainder of this week but for



         13  all of next week.



         14            So I think we're just talking about moving



         15  over that one day.  And, in fact, technically, we might



         16  only need to be out of here for the afternoon on that



         17  particular day.  But I assume if we're going to move



         18  over there, we might as well move over there for the



         19  entire day.



         20            But if counsel want to talk about that.



         21  Again, I think at the moment, it looks like we will



         22  definitely be squeezed out of the courtroom on



         23  Wednesday afternoon but that, with luck, on Thursday,



         24  we'll be able to move back in.  So during a break, you



         25  might just want to talk about that and see what you
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          1  would prefer in the way of managing that.  And I'll



          2  keep you updated as to what's actually occurring.



          3            So, Mr. Davis, welcome back to the witness



          4  stand this morning.  And, Mr. Wechsler, I believe that



          5  you were in the middle of your direct examination.



          6            MR. WECHSLER:  Yes, Your Honor.  Thank you.



          7                   TIMOTHY DAVIS (CONT.),



          8  having been first duly sworn, testified as follows:



          9                DIRECT EXAMINATION CONTINUED



         10  BY MR. WECHSLER:



         11       Q.   Can you hear me without lowering the



         12  microphone?



         13            Good morning, Mr. Davis.



         14       A.   Good morning.



         15       Q.   On Thursday before the weekend, we were



         16  discussing the administration and regulation of



         17  pre-1973 rights; do you recall that discussion?



         18       A.   Yes.



         19       Q.   Just to get us in the right place for this



         20  morning, could you summarize the regulation and



         21  administration of -- that occurred in Montana prior to



         22  1973?



         23       A.   Prior to 1973, water rights had to either



         24  be -- they were primarily use rights.  When you put



         25  water to a beneficial use, that established the water
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          1  right.  Or you could file a water right with the clerk



          2  of the district court.



          3            For water administration, it was primarily



          4  through an informal call process or through the



          5  district courts and having the district courts put a



          6  commissioner on when you had an enforceable decree.



          7       Q.   In 1972, did the State of Montana adopt a new



          8  constitution?



          9       A.   Yes.



         10       Q.   What impact did the 1972 Montana constitution



         11  have on water administration and regulation?



         12       A.   Primarily three impacts.  First, it



         13  established that all waters in the state of Montana



         14  belonged to the state for the beneficial use of its



         15  people.  It directed the state to create a centralized



         16  database of water rights, and it confirmed all existing



         17  water rights in the state.



         18       Q.   Are you familiar with the term the Water Use



         19  Act?



         20       A.   Yes.



         21       Q.   And now, we've given the State of Wyoming a



         22  set of laws; do you have one before you?



         23       A.   I do.



         24       Q.   And I believe we've also provided one for the



         25  Special Master.  And --
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          1            SPECIAL MASTER:  Okay.  I have a copy now.



          2  Thanks.



          3  BY MR. WECHSLER:



          4       Q.   Is this what you would commonly refer to as



          5  the Water Use Act?



          6       A.   Yes.



          7       Q.   So what is this?



          8       A.   It's Title 85, Chapter 2 of Montana Code



          9  Annotated.  And it generally outlines -- when we think



         10  of the Water Use Act, it generally outlines water right



         11  regulation, water adjudication, the centralized



         12  database of water rights, as well as water



         13  reservations, water compacts.



         14       Q.   Those laws are generally found in Title 85 in



         15  this volume?



         16       A.   Yes.



         17       Q.   Do you have Exhibit M230 before you?



         18       A.   Yes.



         19       Q.   If you would turn, please, to pages 2 and 3.



         20       A.   Okay.



         21       Q.   Do you have that?



         22       A.   I do.



         23       Q.   And here, this is under the heading Montana



         24  Water Use Act.  Looking first at the first point, could



         25  you explain what No. 1 there is describing?
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          1       A.   No. 1 on page 2 describes, basically, that --



          2  the process of adjudicating all those rights that were



          3  confirmed by the '72 constitution, so all existing



          4  rights.  And it's -- established the process for



          5  adjudicating through the courts those water rights.



          6       Q.   So moving on to 2, this was another change



          7  that occurred with the Montana Water Use Act?



          8       A.   Correct.  The Montana Water Use Act created



          9  the permit system for establishing for obtaining new



         10  water rights.  And that's what No. 2 relates to.



         11       Q.   How about No. 3?



         12       A.   No. 3, the Water Use Act also created the



         13  process for authorizing changes to existing water



         14  rights.



         15       Q.   And No. 4?



         16       A.   Details the centralized records system for



         17  pre-'73 water rights and then all other water rights



         18  after that.



         19       Q.   And how about point No. 5 on page 3 of



         20  Exhibit M230?



         21       A.   No. 5 details a system was provided to



         22  reserve water for future consumptive uses as well as



         23  for instream flows.



         24       Q.   What water in Montana is covered by the



         25  Montana Water Use Act?
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          1       A.   All waters.



          2       Q.   Does that mean that all water that is



          3  beneficially used in Montana is regulated?



          4       A.   Yes.



          5       Q.   You talked a little bit about the Montana



          6  Water Court.  In 1979, the Montana Water Use Act was



          7  amended; is that correct?



          8       A.   Yes.



          9       Q.   And that amendment, sometimes you'll see in



         10  the literature it referred to as Senate Bill 76 or



         11  SB76?



         12       A.   Correct.



         13       Q.   Can you describe the major changes that



         14  occurred in 1979 to the Montana Water Use Act?



         15       A.   Senate Bill 76 established a water court in



         16  Montana to oversee a statewide general comprehensive



         17  adjudication and establish a general statewide



         18  adjudication.



         19       Q.   Montana still have a water court?



         20       A.   Yes.



         21       Q.   How many judges are on the Montana Water



         22  Court?



         23       A.   Two.



         24       Q.   Where is the court located?



         25       A.   Bozeman.
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          1       Q.   And does the water court -- are there also



          2  water masters associated with the water court?



          3       A.   Yes.



          4       Q.   What are the functions of the water masters?



          5       A.   Water masters review summary reports of the



          6  Department of Natural Resources and Conservation before



          7  a decree is issued.  They also hear cases -- hear



          8  objections.  They hold hearings at the direction of a



          9  water judge on objections as well as issue remarks and



         10  make recommendations to the water judge.



         11       Q.   Ultimately, the water court and the water



         12  judges have responsibility for the adjudications in



         13  Montana?



         14       A.   Yes.



         15       Q.   Now, what do you understand an adjudication



         16  to be?



         17       A.   The adjudication is the establishment of



         18  water rights by priority on a stream.



         19       Q.   Based on the historic beneficial use of those



         20  water rights?



         21       A.   Yes.



         22       Q.   And as part of the changes that occurred in



         23  1979 with Senate Bill 76, did the State of Montana



         24  undertake a statewide adjudication?



         25       A.   Yes.
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          1       Q.   And what do you mean by a "statewide



          2  adjudication"?



          3       A.   The general statewide -- it's a general



          4  statewide comprehensive adjudication that was



          5  established in 1979.  Means that every basin in the



          6  state would be adjudicated.  There would be eventually



          7  an enforceable and final decree in every basin



          8  outlining priorities for every basin within the state.



          9       Q.   An attempt to capture all of the existing



         10  water rights as of that time period?



         11       A.   As of '73, correct.



         12       Q.   You talk about the role of the water court in



         13  the adjudication process.  Does DNRC also have a role



         14  in the adjudication process?



         15       A.   Yes.



         16       Q.   What is DNRC's role in the adjudication



         17  process?



         18       A.   DNRC's role -- primary role in the



         19  adjudication process is to serve as an arm of the water



         20  court to examine pre-1973 water right claims, but also



         21  to help resolve issue remarks in an informal process



         22  and assist district courts in water distribution and



         23  enforcement according to the decrees.



         24       Q.   On Thursday you described what is one of the



         25  bureaus of the Water Resources Division.  I think it's
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          1  called the Adjudication Bureau?



          2       A.   Yes.



          3       Q.   And ultimately, you are responsible for the



          4  Adjudication Bureau?



          5       A.   Yes.



          6       Q.   If you could, please, turn to Exhibit M233.



          7       A.   M233?



          8       Q.   Yes, sir.



          9       A.   I don't have M233.



         10       Q.   You can also use the screen.  It's being



         11  shown on the viewfinder, and I believe that's a -- it's



         12  a one-page exhibit.  So that's the entire exhibit.



         13       A.   Yes, I have it.



         14       Q.   Can you please describe Exhibit M233?



         15       A.   This is a status map of the adjudication for



         16  all the basins within the state as of July 17th of this



         17  year.



         18       Q.   And in the lower left-hand corner, it



         19  indicates -- it has a logo from the DNRC; do you see



         20  that?



         21       A.   Yes.



         22       Q.   Is this a map that was produced by the DNRC?



         23       A.   It was.



         24       Q.   It appears to be from July of 2013?



         25       A.   It is.





                          Bray Reporting (406) 670-9533

�                                                                   481



                                    TIMOTHY DAVIS - October 21, 2013

                            Direct Examination Cont. by Mr. Wechsler





          1            MR. WECHSLER:  Your Honor, at this point, we



          2  would offer Exhibit M233.



          3            SPECIAL MASTER:  Any objection?



          4            MR. KASTE:  No objection.



          5            SPECIAL MASTER:  Okay.  If no objection, then



          6  Exhibit M233 is admitted into evidence.



          7                      (Exhibit M233 admitted.)



          8  BY MR. WECHSLER:



          9       Q.   Mr. Davis, do you see -- well, does Exhibit



         10  M233 provide the status, as you understand it, in



         11  July 2013, for the statewide adjudication process?



         12       A.   Yes.



         13       Q.   How did the courts determine which basins to



         14  take first?



         15       A.   There is, by statute, an order set out for



         16  how to prioritize which basins would be examined first.



         17  There's also, if a -- if a water dispute has been



         18  certified to the water court, those also get priority.



         19       Q.   Do you see the Tongue River Basin on Exhibit



         20  M233?



         21       A.   Yes.



         22       Q.   Does it have a designation of a number there?



         23       A.   Yes.  It is B -- I mean, 42B and C.



         24       Q.   So looking at Exhibit M233, what is the -- or



         25  what was the status of the adjudication in the Tongue
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          1  River Basin as of July 2013?



          2       A.   Both basins have a preliminary decree on



          3  them.



          4       Q.   Looking at your Water Use Act, Title 85, if



          5  you could turn, please, to Chapter 2, which I believe



          6  is on page 52.



          7       A.   Okay.



          8       Q.   And what is contained in part 2 there?



          9       A.   Part 2 begins the adjudication of water



         10  rights, the statutes as relates to the adjudication of



         11  water rights on page 52.



         12       Q.   So this part contains the majority of the



         13  Montana statutes related to the adjudication process;



         14  is that fair?



         15       A.   Yes.



         16       Q.   So was there a point, in Montana, that all



         17  water users had to file a claim in the adjudication



         18  process?



         19       A.   Yes, by 1982, or they could file late claims



         20  in 1996.



         21       Q.   So by 1996, all claims were before the water



         22  court for water rights that were in use as of that



         23  time?



         24       A.   As of -- yes, as of 1973.



         25       Q.   Now, were there any exemptions from the
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          1  requirement of filing a claim in the adjudication?



          2       A.   Yes.  Yes.



          3       Q.   What were those exemptions?



          4       A.   There were exemptions established for



          5  in-stream stock watering as well as groundwater for



          6  stock and domestic use.



          7       Q.   What does it mean that stock water rights



          8  were exempted from the claim filing process?



          9       A.   The exempt rights did not need to be filed.



         10  But it did not mean that those rights were not part of



         11  the adjudication, that they did not lose those rights;



         12  they just did not need to file them.



         13       Q.   Those rights might still be in existence?



         14       A.   Yes.



         15       Q.   They simply -- it was not a requirement that



         16  they file as part of the adjudication?



         17       A.   Correct.



         18       Q.   If someone elected to file a stock water



         19  claim, could they file that in the adjudication?



         20       A.   Yes.



         21       Q.   And then there would be a record of those



         22  filed claims?



         23       A.   Yes.



         24       Q.   But that wouldn't be a complete record of the



         25  stock water rights because there might be others that
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          1  were not filed?



          2       A.   Correct.



          3       Q.   And who would have the best information about



          4  these stock water rights that were not filed?



          5       A.   The water users on any particular stream.



          6       Q.   So could you please describe the way in which



          7  claims were filed and collected by the water courts?



          8       A.   A claimant would submit the claim form to the



          9  department.  It would include information: the stream,



         10  the name of the water source, the place of use, the



         11  amount that they are claiming, and the period of use,



         12  as well as other information.



         13       Q.   In Exhibit M230, on page 8.



         14       A.   Yes.



         15       Q.   Under the heading criteria; do you see that?



         16       A.   I do.



         17       Q.   And so is this a listing of the criteria and



         18  things that need to be included in a claim in the



         19  adjudication process?



         20       A.   Yes.



         21       Q.   Now, after a water user file is claimed in



         22  the adjudication process, what was the impact of that



         23  claim?



         24       A.   The water user was entitled to use the water



         25  as claimed until it was modified by the court and the
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          1  decree process.



          2       Q.   So they were entitled to use the amount of



          3  their claim?



          4       A.   Yes.



          5       Q.   So when you say modified by the water court,



          6  what would constitute modifying a claim?



          7       A.   If the -- throughout the adjudication



          8  process, if the court decreased the amount of the flow



          9  rate, decrease -- changed the place of use, made any



         10  changes to the claim in one of its decrees, that would



         11  modify how the water could be used.



         12       Q.   So, for example, if someone filed a claim,



         13  they would be entitled to use up to the full amount of



         14  that claim unless preliminary decree changed that



         15  claim?



         16       A.   Yes.



         17       Q.   Could you turn, please, again, in the Montana



         18  Water Use Act to page 58 to 85-2-227.



         19       A.   Yes, I'm there.



         20       Q.   And are you familiar with this statute?



         21       A.   Yes.



         22       Q.   Could you read that No. 1 there?



         23       A.   "For purposes of adjudicating rights,



         24  pursuant to this chapter, a claim of an existing right



         25  filed in accordance with 85-2-221 or an amended claim
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          1  of existing right, constitutes prima facie proof of its



          2  contents in the issuance of a final decree.  For



          3  purposes of administering water rights, the provisions



          4  of a temporary preliminary decree or a preliminary



          5  decree as modified after objections and hearings,



          6  supercede a claim of existing right until a final



          7  decree is issued."



          8       Q.   That's what you just described; is that



          9  correct?



         10       A.   Correct.



         11       Q.   So, now, does a claim include the flow rate



         12  that the water user is entitled to put to beneficial



         13  use?



         14       A.   Typically, yes.



         15       Q.   Now, if there's -- in the adjudication



         16  process, is there a standard flow rate that is applied



         17  in adjudication?



         18       A.   There are standards that are applied for



         19  different types of claims.  For example, for an



         20  irrigation right, the standard is used at 17 gallons



         21  per minute per acre.



         22       Q.   Can you translate that into CFS?



         23       A.   I won't try to do math.  But that generally



         24  translates to 26 acres for 1 CFS for irrigation.



         25       Q.   That's in rough numbers?
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          1       A.   Roughly.



          2       Q.   So 1 CFS is used to irrigate 26 acres?



          3       A.   Yes.



          4       Q.   I believe we heard last week that Mr. Book,



          5  in his analysis, used 1 CFS for 40 acres; do you recall



          6  that?



          7       A.   Yes.



          8       Q.   So would you say that Mr. Book was being



          9  conservative?



         10       A.   Yes.



         11       Q.   How is that standard flow rate determined?



         12       A.   The flow rate comes from what are known as



         13  the Montana Supreme Court Claims Examination Rules.



         14  And it was established -- it's my understanding that it



         15  was established by a comparison of irrigation



         16  efficiency standards.



         17       Q.   Ultimately, it's an amount that Montana



         18  believes is 1 CFS can be beneficially put to use on



         19  26 acres?



         20       A.   Through the adjudication process, correct.



         21       Q.   If a claimant comes in and shows that they



         22  need more or less water, would they be able to



         23  establish that?



         24       A.   If they provided evidence, yes.



         25       Q.   It would be their burden?
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          1       A.   Yes.



          2       Q.   Ultimately, does the water court -- through



          3  its final decree, will it determine the amount of water



          4  that a water user is entitled to put to beneficial use?



          5       A.   Yes.



          6       Q.   Okay.  So, now, we talked about the claims



          7  process.  After the claims process, what's the next



          8  step in an adjudication in Montana?



          9       A.   After a claim is filed with the department,



         10  the department then examines the claim to see if



         11  there's any discrepancies and if it meets the



         12  standards.  And if there are discrepancies or there are



         13  questions that the department has about the claim, we



         14  would contact the claimant and try to address those.



         15       Q.   How does the DNRC go about examining the



         16  claims?



         17       A.   Typically, for an irrigation right, we would



         18  compare the claim to the water resource survey.  So



         19  between 1940 and 1960s, irrigation was mapped across



         20  the state in water resource surveys.  So we compared



         21  what was claimed to the water resource survey for the



         22  area, and then we would also compare it to aerial



         23  photography.



         24       Q.   Again, if you could refer to Exhibit M230.



         25  This time, at page 12.  Do you have it?
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          1       A.   I do.



          2       Q.   And what does this flowchart show?



          3       A.   This flowchart shows the claims examination



          4  process, from the claims being filed through a decree



          5  being issued.



          6       Q.   For each claim, is there someone from the



          7  DNRC who is assigned to be involved in that



          8  examination?



          9       A.   Yes.



         10       Q.   And they'll go through that process that you



         11  described?



         12       A.   Yes.



         13       Q.   Following the steps shown here on page 12?



         14       A.   Yes, up through issuing a summary report.



         15       Q.   Now, if there's a need to go out and ground



         16  check something in the claim, do individuals from DNRC



         17  go out and look at the water right, the land involved?



         18       A.   Occasionally.



         19       Q.   At what stage are remarks made?



         20       A.   Issue remarks are issued typically during the



         21  examination process.



         22       Q.   And, again, can you describe what an issue



         23  remark is?



         24       A.   An issue remark is if there's discrepancy or



         25  there's questions about the claim that are not --
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          1  cannot be addressed through the examination, those



          2  would be added to the claim, and they need to be



          3  resolved before a final decree.



          4       Q.   Resolved by whom?



          5       A.   The -- a water judge.



          6       Q.   Sometimes it initially goes to a water



          7  master?



          8       A.   Yes.



          9       Q.   You described that at the end of the DNRC



         10  examination process, a summary report is generated.



         11  Can you please summarize what a summary report is?



         12       A.   A summary report is the list of water rights



         13  by priority with the flow rates in -- it's essentially



         14  a draft decree that's generated by the department and



         15  then sent to the water court to be reviewed by the



         16  water court.  And then they would use that summary



         17  report and -- when issuing a preliminary decree.  They



         18  would modify it if they felt that there need to be



         19  changes to it.



         20       Q.   That summary report also includes the



         21  remarks?



         22       A.   Yes.



         23       Q.   Are there rules for examination of water



         24  claims in Montana?



         25       A.   Yes.
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          1       Q.   Who establishes those rules?



          2       A.   The Montana Supreme Court.



          3       Q.   And then are there also guidelines



          4  established by the DNRC for examination?



          5       A.   Yes.



          6       Q.   Now, I want to ask you -- well, first, are



          7  those available online?



          8       A.   Yes.



          9       Q.   So they are available to water users to see



         10  how those claims are evaluated?



         11       A.   Yes.



         12       Q.   With regard to reservoirs, can you generally



         13  describe the rules with regard to the volume of a



         14  reservoir?



         15       A.   Yes.  Very generally, if a reservoir -- under



         16  the Montana Supreme Court Claims Examination Rules, an



         17  issue remark concerning volume would not be added



         18  unless the capacity claim -- the volume claimed exceeds



         19  the capacity by two times that capacity.



         20       Q.   In other words, if a claim came before the



         21  DNRC claims examiner and it only was asking for



         22  one-and-a-half fills, that claim would not even receive



         23  an examination remark?



         24       A.   Typically, no.



         25       Q.   And so that wouldn't be something that the
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          1  water court would even have to review?



          2       A.   There would not be an issue remark to be



          3  resolved.  They would still review the claim, but they



          4  would not need to resolve the issue remark.



          5       Q.   So if I understand you correctly, an issue



          6  remark is put on a reservoir claim only if there is a



          7  claim for two times the volume of the physical volume



          8  of the reservoir?



          9       A.   Typically and generally.  There may be other



         10  issue remarks that can be placed on an individual



         11  claim.



         12       Q.   You described the summary report.  What's the



         13  next step, after that is produced, in the adjudication?



         14       A.   The -- a water master would typically review



         15  the summary report.  And a water judge would issue a



         16  preliminary decree.  And then a preliminary decree



         17  would then go to be publicly noticed, and an objection



         18  period would begin.



         19       Q.   So starting with the preliminary decree, what



         20  information forms the basis of a preliminary decree?



         21       A.   Three -- it's three items:  It's the summary



         22  report, the claims themselves, and if there are any



         23  compacts in the basin, those would be incorporated as



         24  well.



         25       Q.   I'm sorry.  Did you say compacts?
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          1       A.   Compacts; federal or tribal compacts.



          2       Q.   Can you look in Title 85 again, the Water Use



          3  Act.  And I think that's a good time to point out that



          4  the Water Use Act also contains the compacts in



          5  Montana; is that correct?



          6       A.   Correct.



          7       Q.   So if you would look, please, with me at page



          8  273.  Is this the codification of the Yellowstone River



          9  Compact in Montana?



         10       A.   Yes.



         11       Q.   And in this case, we've also discussed the



         12  Northern Cheyenne Compact.  If you'd turn, please, to



         13  page 297.



         14       A.   Okay.



         15       Q.   And this is the codification of the Northern



         16  Cheyenne Compact; is that correct?



         17       A.   Correct.



         18       Q.   So then moving back to the adjudication



         19  process.  You mentioned there's public notice of the



         20  preliminary decree; how is that public notice given?



         21       A.   There is a -- notice is mailed to water users



         22  in the basin, as well as public notice is posted in



         23  whatever the local paper is.



         24       Q.   That public notice alerts other water users



         25  of the preliminary decree?
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          1       A.   Yes, of the preliminary decree and the



          2  opportunity to object.



          3       Q.   So at that point, water users who think that



          4  it's improper or that it might impact their water have



          5  the opportunity to object?



          6       A.   Correct.



          7       Q.   And if there are objections, are hearings



          8  held?



          9       A.   If the objection is not settled, then, yes,



         10  typically a hearing is held.



         11       Q.   So the water users themselves could work out



         12  an agreement on the objections?



         13       A.   Correct.



         14       Q.   That would be filed with the adjudication



         15  court?



         16       A.   Correct.



         17       Q.   If necessary, who holds a hearing?



         18       A.   Either a water judge or, if directed, a water



         19  master.



         20       Q.   At this stage, if there are no objections, is



         21  this when the issue remarks are resolved?



         22       A.   If there are no objections, then issue



         23  remarks are typically -- the water court will often



         24  direct the Department of Natural Resources and



         25  Conservation to try to resolve the issue remarks
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          1  informally.  If that does not succeed, then it would go



          2  back to the water court to make a decision upon the



          3  issue remarks.



          4       Q.   Eventually, the whole process ends up in a



          5  final decree?



          6       A.   Correct.



          7       Q.   Turning now to the Tongue River adjudication.



          8  What's the status of the Tongue River adjudication?



          9       A.   There's a preliminary decree currently on the



         10  two basins in the Tongue River.  The objection period



         11  has closed, and objections are being heard or resolved



         12  at this point.



         13       Q.   What does that mean for water users in the



         14  Tongue River Basin?



         15       A.   The water users can use water according to



         16  that preliminary decree.



         17       Q.   So currently that preliminary decree forms



         18  the basis that -- upon which they can use their water



         19  right?



         20       A.   Correct.



         21       Q.   Including -- if it contains a flow rate,



         22  including that flow rate?



         23       A.   Correct.



         24       Q.   Up to the maximum amount of that flow rate?



         25       A.   Correct.
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          1       Q.   Do you have before you Exhibit M6, which has



          2  been previously admitted?



          3       A.   I believe so.



          4       Q.   I think it may be in the --



          5       A.   Oh, in here?  Yes.



          6       Q.   Could you turn, please, to page D1, which is



          7  found at page 125 of Exhibit M6?



          8       A.   Okay.



          9       Q.   And turn, please, to page 126.



         10       A.   Okay.



         11       Q.   And so for the next four pages is a series of



         12  maps.  At the top it indicates Department of Natural



         13  Resources and Conservation examination report; do you



         14  see that?



         15       A.   Yes.



         16       Q.   And what are these documents?



         17       A.   These documents are the comparison by the



         18  department of the claimed place of use and -- as



         19  compared to the water resource survey and the digital



         20  photographs that were examined by the department when



         21  examining this claim.



         22       Q.   This is one of the products of that claims



         23  examination that the DNRC does?



         24       A.   Correct.



         25       Q.   On that page 125, it indicates the owner is
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          1  Nance Cattle Company.  Are you familiar with this



          2  right?



          3       A.   Yes.



          4       Q.   And is this the first right on the river?



          5       A.   The first irrigation right, correct.



          6       Q.   Are there any rights before it?



          7       A.   There are several filed stock rights that are



          8  more senior.



          9       Q.   So if you look at the series of maps found on



         10  pages 126 through 129 of M6 here, it's looking at the



         11  way the examination is done using the water resource



         12  survey and the aerial photography; is that right?



         13       A.   Correct.



         14       Q.   Now, if you recall, we looked at -- on



         15  Thursday, at Exhibit M243, which was the 1914 Miles



         16  City Decree; do you remember that?



         17       A.   Yes.



         18       Q.   And do you remember that this particular



         19  water right was included in that decree?



         20       A.   Yes.



         21       Q.   So how does the current ongoing adjudication



         22  process relate to that previous 1914 decree?



         23       A.   Currently, the 1914 decree is the only



         24  enforceable decree on the Tongue River.  It will be



         25  eventually replaced by an -- a new enforceable decree
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          1  or final decree at the end of the adjudication process.



          2       Q.   So those rights are actually included in the



          3  current ongoing adjudication?



          4       A.   If the claimants filed the -- there may be



          5  cases where you would have an enforceable -- a historic



          6  enforceable decree like the Miles City Decree where not



          7  all of the claims were filed with the -- in the



          8  adjudication process, in which case they would not have



          9  those claims.  It's my understanding, however, that



         10  most of the claims were filed, from the 1914 decree, in



         11  the current adjudication process.



         12       Q.   Turning to page 133 of Exhibit M6.



         13       A.   Okay.



         14       Q.   And what is this document?



         15       A.   This document is a master's report.  There



         16  was an objection by the United States Government, the



         17  Bureau of Indian Affairs, to the Nance water right



         18  claim.  And this is a master's report outlining the



         19  master's recommendation of the stipulation that came



         20  out of the settlement of that objection.



         21       Q.   And then if you look back on page 130 and



         22  131.



         23       A.   Okay.



         24       Q.   What is that document?



         25       A.   That is the abstract for the water right
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          1  claim.



          2       Q.   It lists the owner and the priority date; is



          3  that right?



          4       A.   Correct.



          5       Q.   And it goes on to list the flow rate and the



          6  place of use?



          7       A.   Correct.



          8       Q.   And in this case, there's an examination



          9  where it indicates remarks; do you see that?



         10       A.   Yes.



         11       Q.   And it indicates that there were no



         12  significant facts?



         13       A.   Correct.



         14       Q.   To report to the water court?



         15       A.   Correct.



         16       Q.   Now, we heard from Mr. Book that here, if you



         17  look at the maximum acres, is listed as 426?



         18       A.   Yes.



         19       Q.   And then was that changed by the master's



         20  report?



         21       A.   It was not changed by the master's report.



         22  It was changed by the former Chief Water Judge Lobel's



         23  order adopting the master's report and adopting the



         24  stipulation and modifying the claim pursuant to that



         25  stipulation.
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          1       Q.   In other words, for this particular right



          2  there were objections?



          3       A.   Yes.



          4       Q.   And then there was -- it appears to be a



          5  hearing held before the water master?



          6       A.   I don't know if there was a hearing or if it



          7  was simply a -- the objection was settled prior to a



          8  hearing.



          9       Q.   Then reviewed by the water master?



         10       A.   Correct.



         11       Q.   And then you see on page 137 there's an order



         12  adopting the water master's report?



         13       A.   Correct.



         14       Q.   So that's essentially the way the



         15  adjudication process proceeds?



         16       A.   Correct.



         17       Q.   You are the current commissioner for the



         18  Yellowstone River Compact Commission; is that right?



         19       A.   Correct.



         20       Q.   And in that role, have you had the



         21  opportunity to review the minutes of previous YRCC



         22  meetings?



         23       A.   Not comprehensively, but I've reviewed some



         24  of them.



         25       Q.   And in your general review of those minutes,
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          1  are you aware that Montana kept Wyoming generally



          2  informed of the stage and process at which the



          3  adjudication was in?



          4       A.   Yes.



          5       Q.   Do you know how far that dates back?



          6       A.   My -- the documents that I have reviewed go



          7  back to the 1990s.



          8       Q.   And does that include the period when the



          9  objections would be open to water right?



         10       A.   Yes.



         11       Q.   Staying on the issue of adjudications in



         12  Montana, I want to ask you a little bit about the stock



         13  water rights.  And you said earlier that stock water



         14  rights were not required to file an adjudication; is



         15  that correct?



         16       A.   Correct.



         17       Q.   They could option -- they could elect to do



         18  that optionally?



         19       A.   Yes.



         20       Q.   And you had the opportunity to check and see



         21  how many stock water claims have been filed in the



         22  Tongue River Basin prior to 1950?



         23       A.   Yes.



         24       Q.   How many rights is that?



         25       A.   Approximately 48 rights.
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          1       Q.   And as we said, that doesn't include -- it



          2  likely does not include all of the stock water claims



          3  in the Tongue River Basin?



          4       A.   Correct.



          5       Q.   And why is that?



          6       A.   There was -- as I stated earlier, there were



          7  stock water -- instream stock water rights were not



          8  required to be claimed.  And in many cases, people did



          9  not claim them for that reason.



         10       Q.   Does DNRC have guidelines that determine how



         11  much water is consumed by a stock?



         12       A.   Yes.  As outlined by the Montana Supreme



         13  Court Claims Examination Rules.



         14       Q.   And what are the guidelines?



         15       A.   It's generally 30 gallons per day per animal



         16  unit, which translates to a cow/calf pair, for example.



         17       Q.   Turning to the Tongue River Reservoir water



         18  right, when was that claim filed?



         19       A.   The water right was filed in 1937.  And then



         20  it was -- a claim was filed, I believe, in '82, 1982.



         21       Q.   So when you mean the claim was filed in 1982,



         22  you mean in the adjudication process?



         23       A.   In the adjudication process.  But the



         24  original claim was filed with the clerk of the district



         25  court in 1937.
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          1       Q.   In the adjudication process, was there an



          2  objection filed?



          3       A.   Yes.



          4       Q.   Do you know by whom?



          5       A.   The objection was filed by, again, the United



          6  States of America.  I believe it was the Bureau of



          7  Reclamation.



          8       Q.   There may have been other parties involved?



          9       A.   Yes.



         10       Q.   Were there negotiations over those



         11  objections?



         12       A.   Yes.



         13       Q.   And at the time, you were the administrator



         14  of the Water Resources Division; is that correct?



         15       A.   During the negotiations, correct.



         16       Q.   So were you generally kept informed about the



         17  negotiations?



         18       A.   Yes.



         19       Q.   If you could turn, please, to Exhibit M526.



         20       A.   Okay.



         21       Q.   Do you recognize this document?



         22       A.   Yes.



         23       Q.   What is it?



         24       A.   This is the amended stipulation to that --



         25  settling that objection to the Tongue River Reservoir
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          1  rights.



          2       Q.   Ultimately, the parties resolved their



          3  differences?



          4       A.   Correct.



          5       Q.   And this is the product of that stipulation?



          6       A.   Yes.



          7       Q.   Or of those negotiations?



          8       A.   Yes.



          9       Q.   If you could turn with me to what's labeled



         10  at the bottom as MT15119; do you see that?



         11       A.   Yes.



         12       Q.   Was this document, to your knowledge, filed



         13  in the adjudication?



         14       A.   Yes.



         15       Q.   And then if you continue to the next page,



         16  page 7 of 10; do you see that?



         17       A.   Yes.



         18       Q.   This appears to be a signature from a



         19  Mr. Fred Robinson; do you know who Mr. Robinson is?



         20       A.   Mr. Robinson is the attorney for the State



         21  Water Project Bureau within the Water Resources



         22  Division of DNRC.



         23       Q.   Part of the DNRC?



         24       A.   Correct.



         25       Q.   The next page here, page 8 of 10, this
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          1  appears to be a signature from the United States Bureau



          2  of Reclamation.  And I think you said that they were



          3  involved; is that correct?



          4       A.   Correct.



          5       Q.   Now, the next page on my version is not



          6  particularly legible.  But if you move to the next page



          7  at 9 of 10; do you see that?



          8       A.   Yes.



          9       Q.   And here this appears to be the signature of



         10  a Ms. Brenda Lindlief Hall; do you know who she is?



         11       A.   Ms. Lindlief Hall is the attorney for the



         12  Tongue River Water Users' Association.



         13       Q.   Next page appears to be the signature of a



         14  Jeanne Whiteing; do you see that?



         15       A.   Yes.



         16       Q.   Who is Ms. Whiteing?



         17       A.   Ms. Whiteing is attorney, is counsel for the



         18  Northern Cheyenne Tribe.



         19            MR. WECHSLER:  Your Honor, at this point I



         20  would move the admission of Exhibit M526.



         21            MR. KASTE:  No objection.



         22            SPECIAL MASTER:  Thank you.  So Exhibit M526



         23  is admitted into evidence.



         24                      (Exhibit M526 admitted.)



         25
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          1  BY MR. WECHSLER:



          2       Q.   How did this stipulation fit into the



          3  adjudication process?



          4       A.   This stipulation settled all of the



          5  objections to the Tongue River Reservoir right.  It is



          6  currently before a water master who would draft a



          7  master's report to the water judge.  And then the water



          8  judge would decide whether to adopt it as --



          9  essentially adopt it into the decree itself.



         10       Q.   In this particular case, we went and looked



         11  at the signatures.  Who were the stipulating parties?



         12       A.   The Northern Cheyenne Tribe, the Bureau of



         13  Reclamation, the Tongue River Water Users' Association,



         14  and the State of Montana.



         15       Q.   What is the status of this particular right



         16  for the Tongue River Reservoir?



         17       A.   It is currently as listed -- Tongue River



         18  Reservoir right is currently -- until the stipulation



         19  is acted upon, it is currently as listed in the



         20  preliminary decree.



         21       Q.   Are there any remaining objections for this



         22  right?



         23       A.   No.



         24       Q.   And the period for filing objections on this



         25  stipulation has passed?
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          1       A.   Yes.



          2       Q.   Have you had an opportunity to see other



          3  cases in which a stipulation was filed in an



          4  adjudication?



          5       A.   Yes.



          6       Q.   And in your experience, how has the water



          7  court addressed those?



          8       A.   In my experience, the water court has adopted



          9  the stipulation typically as a consent decree,



         10  essentially adopting the stipulated language, the



         11  changes to the claim into the decree itself.



         12       Q.   Could you turn to page 3 of 10, please.



         13       A.   Okay.



         14       Q.   And I'm looking at paragraph 6.  And the



         15  third sentence indicates that the two rights, meaning



         16  the Montana right that's the subject of this



         17  stipulation and the NCT, Northern Cheyenne Tribe right,



         18  are commingled and administrative we -- let me start



         19  over.



         20            "The two rights, however, are commingled and



         21  administered conjunctively according to an operation



         22  plan developed pursuant to the compact"; do you see



         23  that?



         24       A.   Yes.



         25       Q.   What compact do you understand that to be
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          1  referring to?



          2       A.   The Northern Cheyenne Tribe Compact with the



          3  State of Montana.



          4       Q.   You understand there was an operating plan



          5  that was developed pursuant to that compact?



          6       A.   Yes.



          7       Q.   And we'll hear more about that from Mr. Kevin



          8  Smith.  What does it mean for a right to be commingled



          9  and administered conjunctively?



         10       A.   The two rights share the same priority date



         11  and shortages and there's only one operator that



         12  supplies both rights.



         13       Q.   Let's turn away from the adjudication and to



         14  the administration of water in Montana.  And we talked



         15  earlier, but can you remind me, please, how you



         16  understand administration of water?  What do you



         17  understand administration of water to mean?



         18       A.   Administration of water in Montana is the



         19  distribution and enforcement of water by priority.



         20       Q.   If you could, please, turn to Exhibit M552.



         21       A.   Okay.



         22       Q.   Do you have that?



         23       A.   I do.



         24            MR. WECHSLER:  Your Honor, may I approach?  I



         25  understand you may not have a copy.
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          1            SPECIAL MASTER:  If it is M552 entitled Water



          2  Right Dispute Options, I do have a copy.



          3            MR. WECHSLER:  Thank you.



          4  BY MR. WECHSLER:



          5       Q.   Could you please describe Exhibit M552?



          6       A.   Exhibit M552 is a two-page document put out



          7  by the Water Resources Division of the Department of



          8  Natural Resources and Conservation that lays out the



          9  different options for resolving water right disputes if



         10  the informal call process, that I talked about the



         11  other day, does not work.



         12       Q.   This is a document, it indicates at the top,



         13  that was produced by the Water Resources Division?



         14       A.   Yes.



         15       Q.   And of which you are in charge?



         16       A.   Yes.



         17       Q.   And this was done by a staff of the DNRC



         18  Water Resources Division?



         19       A.   Correct.



         20       Q.   Is it also currently available on the website



         21  of the DNRC?



         22       A.   I believe so.



         23       Q.   And, in fact, if you look at the second page



         24  here, it indicates the site.



         25       A.   I see that.
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          1            MR. WECHSLER:  Your Honor, at this point, I



          2  would move the admission of Exhibit M552.



          3            MR. KASTE:  No objection.



          4            SPECIAL MASTER:  Okay.  Thank you.  Exhibit



          5  M552 is admitted into evidence.



          6                      (Exhibit M552 admitted.)



          7  BY MR. WECHSLER:



          8       Q.   I want to -- there's been a lot of discussion



          9  in this case about the way that water disputes in



         10  Montana are resolved.  And so I actually want to walk



         11  down each of these options and have you say a little



         12  bit about them.



         13            So if you would, please, starting with No. 1



         14  listed on Exhibit M552, please summarize that option.



         15       A.   If an informal call is unsuccessful at



         16  addressing dispute between water users, then the first



         17  option would be to -- as laid out on this sheet, is to



         18  file a court action with the appropriate district court



         19  asking for a temporary restraining order or a



         20  preliminary injunction to stop the water use from the



         21  junior.



         22       Q.   So I want to back up again.  And you said if



         23  a call is not honored.  So in Montana, please remind us



         24  how a call is made.



         25       A.   A call is typically made informally between
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          1  water users.



          2       Q.   Neighbor to neighbor?



          3       A.   Yes.



          4       Q.   Potentially simply talking to each other?



          5       A.   Yes.



          6       Q.   Now, can I get you to turn to what should be



          7  before you and is Exhibit J68?



          8       A.   I have it.



          9       Q.   Are you familiar with this document?



         10       A.   Generally.



         11       Q.   You've reviewed it as part of your work in



         12  this case?



         13       A.   Yes.



         14       Q.   And what do you understand this to be?



         15       A.   I understand this to be a letter from the



         16  former division administrator of the Water Resources



         17  Division, Jack Stults to Pat Tyrrell, the state



         18  engineer of Wyoming, requesting that Wyoming administer



         19  the waters of the Tongue and Powder Rivers to curtail



         20  their post-'50 diversion.



         21       Q.   A formal written call letter?



         22       A.   Yes.



         23       Q.   In Montana, are formal written call letters



         24  required?



         25       A.   No.
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          1       Q.   Is a call letter required to be in writing at



          2  all?



          3       A.   No.



          4       Q.   And does the call have to be from any



          5  particular person?



          6       A.   No.



          7       Q.   Based -- so would you describe the way in



          8  which calls in Montana are made as informal?



          9       A.   The -- it can take many different forms.  But



         10  it can be as simple as a water user picking up the



         11  phone and calling a junior -- a senior water user



         12  picking up the phone and calling a junior water user



         13  and asking them to shut off because they are not



         14  receiving their water.



         15       Q.   Based on your experience, is that an



         16  effective way of making calls?



         17       A.   In many cases.



         18       Q.   Why is that?



         19       A.   That it -- if you look at the -- I would use



         20  the Tongue River as an example of how sometimes the



         21  systems are fairly simple to administer when it comes



         22  to priority.  On, for example, the Tongue River --



         23  really, once the flows across the -- the direct flows



         24  across the border drop below, I believe it's 197.98



         25  CFS, there are really only two direct flow rights in
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          1  priority below the reservoir.  And those -- and so when



          2  the T & Y Canal calls for their flow rate, there's only



          3  one other water user above them who has a direct flow



          4  right, and that would be Mr. Nance.  So it's a fairly



          5  easy system to administer from that perspective because



          6  every other water right on the system, at that point,



          7  would be contract water.



          8       Q.   Many times you're talking about small river



          9  systems involving a number of people who mostly know



         10  each other?



         11       A.   Correct.



         12       Q.   And they tend to be reliant on the same



         13  source of water?



         14       A.   Correct.



         15       Q.   And have to have dealings and communications



         16  with each other on a regular basis?



         17       A.   Correct.



         18       Q.   And so if you can resolve disputes simply by



         19  discussing it amongst each other, do you think that's



         20  preferable?



         21       A.   Yes, I think it's preferable.  It doesn't



         22  work in every case, but I think it's preferable in most



         23  cases.



         24       Q.   And so you talked about, No. 1, on Exhibit



         25  M552.  If it doesn't work, then the first option I
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          1  think you described was a filing in district court?



          2       A.   Correct.



          3       Q.   Moving down, now, to No. 2 on Exhibit 552.



          4  Could you please summarize that water right dispute



          5  option?



          6       A.   The second option on this list is if an old



          7  decree exists, like an enforceable decree like the



          8  Miles City Decree, 1914 decree on the Tongue exists,



          9  the water user could petition the district court to



         10  have a water commissioner appointed to distribute water



         11  by priority.



         12       Q.   Was that done in Montana prior to 1973?



         13       A.   Yes.



         14       Q.   Okay.  Moving down, now, to No. 3; could you



         15  please describe that option?



         16       A.   No. 3 involves in a case where not all of the



         17  existing pre-1973 water rights have been conclusively



         18  determined by the water court.  Any party in a



         19  controversy may petition the district court to have the



         20  chief water judge make a determination of the existing



         21  rights, so in other words, to resolve the priority --



         22  issues of priority and create an enforceable decree.



         23       Q.   Again, moving down to No. 4.



         24       A.   No. 4 outlines when you have an enforceable



         25  decree.  So when all of the -- an enforceable decree
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          1  can be a temporary preliminary, a preliminary, or a



          2  final decree.  This is a post-'73 decree.  When all of



          3  the objections have been resolved, that decree can be



          4  enforceable, and a district court can be petitioned to



          5  put a water commissioner on to distribute water



          6  according to that decree.



          7       Q.   Can you please describe the process by which



          8  a water commissioner is appointed?



          9       A.   The 15 -- there's numerous ways.  But the



         10  district court appoints a water commissioner upon



         11  petition by 15 percent of water right holders, a



         12  irrigation district, or the DNRC.



         13       Q.   To your knowledge, have water commissioners



         14  been appointed on the Tongue River in the past?



         15       A.   Yes.



         16       Q.   Once a water commissioner is appointed, what



         17  are the responsibilities of the water commissioner?



         18       A.   To distribute water according to the priority



         19  as defined by the decree.



         20       Q.   Do you have before you Exhibit M229?



         21       A.   Yes.



         22       Q.   And what is this document?



         23       A.   This document is a training manual that the



         24  Department of Natural Resources and Conservation



         25  puts -- put together to train water commissioners.
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          1       Q.   Again, in the front, it indicates Water



          2  Resources Division.  Was this a document that was



          3  produced by the Water Resources Division?



          4       A.   Yes.



          5       Q.   And this is a document used by your staff in



          6  trainings of water commissioner?



          7       A.   Yes.



          8            MR. WECHSLER:  Your Honor, at this point, I



          9  would move the admission of Exhibit M229.



         10            MR. KASTE:  No objection.



         11            SPECIAL MASTER:  Okay.  Thank you.  Exhibit



         12  M229 is admitted into evidence.



         13                      (Exhibit M229 admitted.)



         14  BY MR. WECHSLER:



         15       Q.   Who in your staff is responsible for training



         16  water commissioners?



         17       A.   The Water Management Bureau.  But in



         18  particular, it is a surface water hydrologist named



         19  Mike Roberts.



         20       Q.   We talked about the fact that Mr. Roberts



         21  will be testifying in this proceeding; correct?



         22       A.   Correct.



         23       Q.   And, unfortunately, he couldn't be here today



         24  because of a family emergency?



         25       A.   Correct.
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          1       Q.   But he will be here when he is able.  And at



          2  that point, we'll have him discuss much more in detail



          3  the training that the DNRC does for water



          4  commissioners.



          5            But I do want to ask you, what is the



          6  relationship between the DNRC and water commissioners?



          7       A.   The DNRC, we provide training, and then we



          8  assist in producing maps as well as indices of water



          9  rights by priority for district courts and



         10  commissioners.



         11       Q.   Does the DNRC oversee water commissioners?



         12       A.   No.



         13       Q.   Who oversees water commissioners?



         14       A.   District courts.



         15       Q.   Turning back, if you would, please, to



         16  Exhibit M552.  And I'm looking now at the second page



         17  of the document, paragraph 5.



         18       A.   Okay.



         19       Q.   Could you please summarize the option that's



         20  described in paragraph 5?



         21       A.   This is a -- this described the petition



         22  process in which a district court can be petitioned to



         23  appoint a water mediator to help mediate any water



         24  disputes.



         25       Q.   So what are the responsibilities of a water
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          1  mediator?



          2       A.   The -- a water mediator doesn't have any



          3  binding authority but essentially to try to resolve



          4  issues of disputes over water rights between water



          5  users.



          6       Q.   Provide a neutral party for water users to



          7  use -- in part of dispute resolution?



          8       A.   Yes.



          9       Q.   Does the DNRC oversee the water mediator?



         10       A.   No.



         11       Q.   And who oversees the mediators?



         12       A.   I believe it would be the district court.



         13       Q.   Turning to paragraph 6, Exhibit M552, would



         14  you please summarize the dispute option that's



         15  described in paragraph 6?



         16       A.   Paragraph 6 outlines the DNRC's water



         17  enforcement authority, which is primarily limited to



         18  water users wasting -- if we receive complaints about



         19  water users wasting water, unlawfully using water,



         20  preventing water from moving to another person with a



         21  prior priority date, or otherwise violating the Water



         22  Use Act.  But DNRC does not typically get into issues



         23  of priority between water users.



         24       Q.   If there's disputes other than that that are



         25  brought to the attention of the DNRC, there's someone
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          1  available who might be able to help resolve those



          2  disputes between water users?



          3       A.   Correct.



          4       Q.   And does your staff receive this type of



          5  complaint?



          6       A.   Yes.



          7       Q.   Are there members of your staff who are in



          8  regular contact with water users in the Tongue River



          9  Basin?



         10       A.   Yes.



         11       Q.   Are you aware of any complaints in the Tongue



         12  River Basin?



         13       A.   I am not.



         14       Q.   Let's turn to the topic of CBM and



         15  groundwater regulation.



         16       A.   Okay.



         17       Q.   First, what do the letters CBM stand for?



         18       A.   Coalbed methane.



         19       Q.   Does Montana have a groundwater code?



         20       A.   Yes.



         21       Q.   When was it adopted?



         22       A.   The first groundwater code was adopted in



         23  1961 and then was replaced by the Water Use Act.



         24       Q.   What is the significance of first the Montana



         25  groundwater code, and now its replacement, in the Water





                          Bray Reporting (406) 670-9533

�                                                                   520



                                    TIMOTHY DAVIS - October 21, 2013

                            Direct Examination Cont. by Mr. Wechsler





          1  Use Act?



          2       A.   The 1961 groundwater code was the first time



          3  that a water user could get a filed water right for



          4  groundwater.



          5       Q.   And now groundwater use is regulated under



          6  the Montana Water Use Act?



          7       A.   Correct.



          8       Q.   How is groundwater regulated in Montana?



          9       A.   Before a water user can get a permit for a



         10  groundwater appropriation they need to show that water



         11  is legally available and that there will not be an



         12  adverse effect to other water right holders.



         13       Q.   Is it their burden to show that no other



         14  rights will be impacted?



         15       A.   Yes.



         16       Q.   Are groundwater rights adjudicated?



         17       A.   Yes.



         18       Q.   And now, if you would look with me, please,



         19  in the Water Use Act at 85-2-501, which is at page 116.



         20       A.   Okay.



         21       Q.   And is this the statute you were referring to



         22  for groundwater in the Montana Water Use Act?



         23       A.   Correct.



         24       Q.   Are you generally aware of CBM production in



         25  Montana?
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          1       A.   Generally, yes.



          2       Q.   It's not your responsibility to regulate CBM



          3  production in Montana?



          4       A.   Not unless the water is being put to a



          5  beneficial use.



          6       Q.   So just the production of the CBM itself,



          7  what agency is responsible for regulating CBM in



          8  Montana?



          9       A.   The Board of Oil and Gas Conservation and the



         10  Department of Environmental Quality.



         11       Q.   Based on your answer previously, it sounds



         12  like you're aware that water is produced as part of the



         13  CBM process?



         14       A.   Correct.



         15       Q.   And do you know if the Oil and Gas



         16  Conservation Division keeps track of the water that is



         17  produced?



         18       A.   I believe so.



         19       Q.   Now, your agency, the Water Resources



         20  Division of the DNRC, is responsible for regulating



         21  water; right?



         22       A.   Correct.



         23       Q.   Including groundwater?



         24       A.   Correct.



         25       Q.   Is a permit necessary to -- for CBM-produced
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          1  water?



          2       A.   Not unless the water is being put to a



          3  beneficial use, no.



          4       Q.   So if water is being put to beneficial use by



          5  a CBM producer, that water requires a permit from you?



          6       A.   For the beneficial use, correct.



          7       Q.   And it would go through the evaluations



          8  process that you described?



          9       A.   Correct.



         10       Q.   Now, how about water that is not put to a



         11  beneficial use from CBM?  It does not need a permit;



         12  correct?



         13       A.   Correct; not from the Department of Natural



         14  Resources and Conservation.



         15       Q.   Does that mean that there's no protection for



         16  surface water users who are impaired by that water



         17  production?



         18       A.   No.



         19       Q.   So what protection is there for surface water



         20  users who might be impaired?



         21       A.   If a surface user, water right holder felt



         22  they were being adversely affected by coalbed methane



         23  development, they could conceivably take the coalbed



         24  methane producer to court for that adverse effect.



         25            MR. WECHSLER:  No further questions.
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          1            SPECIAL MASTER:  Thank you.  Actually, before



          2  cross-examination, I just have a couple of questions of



          3  my own.  And these are all, again, largely background



          4  questions.  And just like Mr. Wechsler, I'm not asking



          5  you for any type of a legal opinion, but I'm just



          6  trying to understand what the practice is in Montana in



          7  various areas.



          8                        EXAMINATION



          9  BY SPECIAL MASTER:



         10       Q.   So first of all, you talked about the



         11  adjudication process in Montana.  And one of the



         12  exhibits that you discussed was Exhibit M233, which



         13  shows the basin location saying adjudication status.



         14  And I believe that you said during that, that as part



         15  of the overall adjudication process there were



         16  priorities set for which basins would be adjudicated



         17  first; is that correct?



         18       A.   Correct.



         19       Q.   Could you just explain for me how or -- how



         20  those priorities were established, to the degree you



         21  know?



         22       A.   They were -- the priorities were established



         23  by statute when the adjudication process went forward.



         24       Q.   Okay.  Thank you.  And do you know when the



         25  preliminary decree was made in the case of the Tongue
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          1  River adjudication?



          2       A.   I believe it was 2008.  I know that that's



          3  when the objection process began.



          4       Q.   And could you explain for me briefly what the



          5  objection process is?



          6       A.   An -- the objection process in the



          7  adjudication is -- it's the ability of a group or a



          8  person that has an interest in water in the basin that



          9  believes that they will be adversely affected, or they



         10  have a concern about the claim, to come in and



         11  challenge the claim itself.  And they have to show that



         12  they will likely be adversely affected by the claim.



         13       Q.   And is there a set period of time during



         14  which you can make those objections?



         15       A.   There is.  There's a notice period.  In the



         16  case of the Tongue River, the two basins in the Tongue



         17  River, I believe it began in February of 2008 and ended



         18  in August of 2008.



         19       Q.   One of the things that you discussed earlier



         20  was an objection by the U.S. Bureau of Indian Affairs



         21  to one of the claims in the Tongue River adjudication.



         22  Not limiting yourself just to the Tongue River, but



         23  generally in the adjudication process, have there



         24  generally been a number of objections by various parts



         25  of the U.S. government?
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          1       A.   Yes.



          2       Q.   And do you have any sense of how common that



          3  is?



          4       A.   It really depends on which basin it's located



          5  in and which -- if it's like the Tongue River Basin or



          6  the basins around different reservations, it's



          7  typically -- it's not uncommon to have the BIA submit



          8  an objection.



          9       Q.   And in addition to the BIA, are you aware of



         10  objections made by other U.S. governmental agencies?



         11       A.   Yes.  In terms of -- as in the Tongue River



         12  Reservoir right, it was the Bureau of Reclamation, and



         13  the Bureau of Reclamation, part of their objection was



         14  an objection to the volume that was in the claim and in



         15  the preliminary decree.  And they asserted that -- in



         16  the negotiations over their objection, they asserted



         17  that there was a one-fill rule in Montana.  And in the



         18  end, they accepted that there was not a one-fill rule



         19  and settled their objection.



         20       Q.   And so in addition to the BIA, Bureau of



         21  Reclamation, have there been any objections by U.S.



         22  agencies asserting federal reserve water rights for



         23  other than Indian reservations?



         24       A.   Not that I'm aware of.  Because, if I may,



         25  the -- Montana has what's called the Reserved Water
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          1  Right Compact Commission, which was set up specifically



          2  to negotiate with the U.S. federal reserve and tribal



          3  water rights.  And most of those have been successfully



          4  negotiated up to this point.



          5       Q.   Are you aware of any states objecting to --



          6  other than, I assume, Montana might.  But other than



          7  Montana, are there any states that have objected?



          8       A.   I am not personally aware.



          9       Q.   And one of the exhibits that you were



         10  discussing earlier is M526, which is the amended



         11  stipulation regarding the claim by DNRC State Water



         12  Projects Bureau.  If you turn to what is stamped page



         13  MT15126, which is Exhibit A to the amended stipulation.



         14       A.   Okay.



         15       Q.   Do you know what this is?



         16       A.   So MT -- it's page 4 out of 10?  Is that



         17  where --



         18       Q.   No.  It's actually MT15126.



         19       A.   Oh, 126.  Yes, this is the proposed amended



         20  abstract that resulted from the settlement as a result



         21  of the stipulation.



         22       Q.   So prior to this amended stipulation, do you



         23  know what documents would have been produced regarding



         24  the claim with respect to the reservoir?  I will walk



         25  you through this.  Initially, there would have been a
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          1  claim filed by the State Water Project?



          2       A.   Correct.



          3       Q.   And then after that claim was filed, what



          4  steps would have been taken?



          5       A.   There would be -- the next step would be a



          6  claims examination.  And I should note that even though



          7  the Water Adjudication Bureau and the State Water



          8  Projects Bureau are both within the Water Resources



          9  Division, there is -- they have -- and this is where



         10  Mr. Robinson comes in, the attorney for the State Water



         11  Projects.  He's firewalled off from the other attorneys



         12  within the division.



         13            So the Water Adjudication Bureau examine the



         14  claim.  And then I believe in the case, the water court



         15  directed the Adjudication Bureau to reexamine the



         16  claim.  So I believe it had two examinations before



         17  including it in the preliminary decree.



         18       Q.   So after the examination, what is it that



         19  would have been produced as part of that claims



         20  examination in terms of a physical document?



         21       A.   The examination would have -- well, it would



         22  have been included in the summary report.  And then



         23  there would have been an abstract produced that this



         24  stipulated abstract is replacing, that defined the



         25  volume, the place of use, all the other provisions of
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          1  the water right.



          2       Q.   So first of all, there would have been an



          3  actual report that the reservoir claim would have been



          4  part of?



          5       A.   Correct.



          6       Q.   All right.  And in addition to that, there



          7  would have been a proposed abstract; is that correct?



          8       A.   Correct.



          9       Q.   And I noticed at the very top of page 1, that



         10  underneath Exhibit A, it says "proposed abstract of the



         11  water right."



         12       A.   Correct.



         13       Q.   Do you know whether that means whether this



         14  would have been the abstract that would have been



         15  produced as part of the examination?



         16       A.   This would -- this proposed abstract would



         17  replace the -- is proposed in the stipulation to



         18  replace the abstract that was developed through the



         19  examination and the preliminary decree process.  So



         20  this is the abstract that was negotiated as part of the



         21  settlement negotiations, and they produced this in the



         22  proposal.  It's in the stipulation that this would



         23  replace that earlier abstract.



         24       Q.   So one of the things in looking at this



         25  document, you will see that there is the proposed
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          1  abstract at the top.  And then at the bottom of that



          2  page, it says "amended proposed abstract," although it



          3  then has the same number after it.  And then at the



          4  bottom of page 2, it again says "amended proposed



          5  abstract."



          6            And what's unclear to me is whether the thing



          7  at the bottom there is simply saying that this is the



          8  amended abstract or whether or not what happens is you



          9  have the proposed abstract and then you have an



         10  amendment to it and another amendment to it.



         11       A.   I believe this is -- since this is an amended



         12  stipulation, that there's simply -- this is all one



         13  proposed abstract that would replace the earlier



         14  abstract that was produced.  So this is all -- that



         15  pages 1, 2, and 3 are all part of the same proposed



         16  abstract.



         17       Q.   And then on page 1, at the bottom of it,



         18  there's a heading that says flow rate and a heading



         19  that says volume.



         20       A.   Correct.



         21       Q.   Could you explain what normally is indicated



         22  for flow rate and volume?  In other words, what is that



         23  supposed to indicate?



         24       A.   The flow rate and the volume typically



         25  indicates the amount that may be diverted.  And the
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          1  volume is the volume that may be used for beneficial



          2  use from a reservoir right.



          3       Q.   Okay.  And I don't want to ask you to



          4  speculate.  I just want to know whether or not you



          5  know.  For both the flow rate and for the volume, here



          6  it says it has not been decreed for this water right;



          7  do you know what that means?



          8       A.   There is not a limit on the amount that



          9  the -- there's not an upper limit on the flow rate nor



         10  on the volume as stipulated.



         11       Q.   And then also on the next page, this is page



         12  2 of the amended proposed abstract, there are the two



         13  paragraphs at the top of the page.  And in the second



         14  paragraph, there's -- the second sentence says, "These



         15  amounts do not define the amount of water that may be



         16  diverted into storage in any year or carried over for



         17  release in following years but do define the amounts to



         18  be delivered in any one year."



         19            Do you have an understanding of what that



         20  language means?



         21       A.   If you look at the sentence before that,



         22  where it's the, "Tongue River Reservoir provides up to



         23  40,000 acre-feet of stored water per year to the Tongue



         24  River Water Users' Association under this water right



         25  and up to 20,000 acre-feet of stored water per year to
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          1  the Northern Cheyenne Tribe under the Northern Cheyenne



          2  and Montana Compact."  So this effectively -- this



          3  limits how much water may be contracted from the Tongue



          4  River Reservoir in any given year.



          5            The lack of the flow rate and a cap on the --



          6  the fact that there is not a flow rate and a volume



          7  does not limit the fact that we may only market and



          8  actually deliver that 60,000 acre-feet.



          9            And one of the reasons for that -- and Kevin



         10  Smith, my State Water Project Bureau chief, can speak



         11  to this in more detail -- but that that -- this is what



         12  we believe to be -- these are the contracts that we



         13  have with the Tongue River Water Users' Association as



         14  well as with the -- under the Northern Cheyenne



         15  Compact.  And this is what we believe is a firm yield



         16  that we have and can deliver.



         17       Q.   And from your experience with reservoir



         18  rights throughout the state, is it common for reservoir



         19  rights not to have a flow rate?



         20       A.   From my experience, it is not.



         21       Q.   It is not common?



         22       A.   Not common.



         23       Q.   And similarly, is it common for a reservoir



         24  not to have a volume?



         25       A.   Typically, it is, in my experience, it's not





                          Bray Reporting (406) 670-9533

�                                                                   532



                                    TIMOTHY DAVIS - October 21, 2013

                                   Examination by the Special Master





          1  common either.



          2       Q.   In your experience, have you dealt with other



          3  reservoirs in the state that do not have either a flow



          4  rate or a volume?



          5       A.   Well, the volume is -- this does effectively



          6  have a volume in that what can be delivered, which is



          7  the 60,000 acre-feet of the two commingled rights.  It



          8  just doesn't have a cap on the volume that can be



          9  stored.  But that is the volume that can be delivered



         10  for beneficial use.



         11            But this -- the stipulation -- so while it



         12  has that -- the stipulated abstract is not common.



         13       Q.   All right.  One of my questions -- and,



         14  again, I only want to know if you actually have



         15  experience in this -- is how the DNRC would actually



         16  administer a reservoir without a flow rate or a decreed



         17  volume if there were an objection over how much that



         18  reservoir was actually taking?



         19       A.   That is -- it's probably a better question on



         20  reservoir operations for Kevin Smith to delve into



         21  rather than me.



         22       Q.   Okay.  Thank you.  And then another question



         23  with respect to -- what I am looking for was the Manual



         24  on Water Rights that you were -- that's right.  Which



         25  exhibit is that?
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          1       A.   It's M230.



          2       Q.   Okay.  And when I looked at M230, one of the



          3  things that struck me was that there was no section on



          4  storage rights.  Is there any -- well, first of all, is



          5  there a reason why there's not a separate section on



          6  storage rights?



          7       A.   There -- if you look at the adjudication



          8  section, we don't call out all the different types of



          9  rights that could be adjudicated.  We basically --



         10  since this is for general information and public



         11  information as well as information for legislators



         12  about the Water Use Act and water rights in Montana, we



         13  did not try to capture all the different types of



         14  rights.  Those would be covered by the standards and



         15  procedures in the Montana Supreme Court Claims



         16  Examination Rules.



         17       Q.   And you've referred several times to the



         18  Montana Supreme Court rules for -- let me restate.



         19            You referred several times to the Montana



         20  Supreme Court Claims Examination Rules, and what are



         21  those?



         22       A.   Those rules are -- were established -- they



         23  essentially establish the standards and the procedures



         24  for the department and the water court to use when



         25  examining claims and preparing a summary report.
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          1       Q.   And where are those rules found?



          2       A.   They can be found both on the website or we



          3  have hard copies within the division.  I believe



          4  they're over 600 pages long.  So they are quite



          5  comprehensive.



          6       Q.   And then final question:  When you are trying



          7  to determine what rules you need to follow with respect



          8  to your responsibilities, you look to the Montana



          9  statutes; is that correct?



         10       A.   Correct.



         11       Q.   And you also will look to the judicial



         12  decisions; correct?



         13       A.   Correct.



         14       Q.   Are there a set of regulations for water



         15  rights in Montana?



         16       A.   There are.  We have administrative rules in



         17  Montana that we also use.



         18       Q.   And then are there other documents that you



         19  refer to?



         20       A.   We -- the department also refers to, if we



         21  have policy documents or policy guidance documents



         22  that -- so it would be statutes, case law, rule, and



         23  then any policy guidance or guidelines that were



         24  adopted by the department but aren't as firm of



         25  guidance as the rules or statute.
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          1       Q.   And are those policy guidelines normally



          2  available on your website?



          3       A.   I believe we -- not always.



          4       Q.   Okay.  Okay.  Thank you.  I think -- oh,



          5  finally, on the groundwater produced from CBM wells,



          6  are there situations in Montana where water produced



          7  from CBM wells is being placed right now to beneficial



          8  use, to your knowledge?



          9       A.   I believe so, but I don't have any personal



         10  knowledge.



         11       Q.   So do you know whether or not they've



         12  actually applied for permits?



         13       A.   Not -- I do not have firsthand knowledge.



         14       Q.   Okay.  Thank you.



         15            SPECIAL MASTER:  Those are my various



         16  questions.  Mr. Wechsler.  If you want to ask any other



         17  direct questions, you're free to do that before I hand



         18  things over to Mr. Kaste.



         19            MR. WECHSLER:  Yes, please, Your Honor, just



         20  a few follow-up questions.



         21                    REDIRECT EXAMINATION



         22  BY MR. WECHSLER:



         23       Q.   The first, Mr. Davis, the Special Master



         24  asked about whether the United States was -- commonly



         25  objected to water rights claims; do you recall that
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          1  question?



          2       A.   Yes.



          3       Q.   And earlier we looked at the Nance objection;



          4  do you remember that?



          5       A.   Yes.



          6       Q.   Which is found in M6, I believe pages 126 and



          7  several pages after that.  Do you know who filed an



          8  objection in that particular case?



          9       A.   The Bureau of Indian Affairs.



         10       Q.   And, in fact, the Bureau of Indian Affairs



         11  has filed a number of objections in the Tongue River



         12  adjudication; is that correct?



         13       A.   I believe so.



         14       Q.   And many of those documents are listed in



         15  Appendix D of Mr. Book's rebuttal report?



         16       A.   I believe so, yes.



         17       Q.   And that's Exhibit M6.



         18            Next, the Special Master asked if there were



         19  states that had filed objections in any of the



         20  adjudications in Montana.  Is there a reason you can



         21  think of why a state would not be entitled to file an



         22  objection?



         23       A.   Not that I can think -- not that occurs to me



         24  at this point.



         25       Q.   Next, if you'd turn with me, please, to
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          1  Exhibit M526, which is the water -- the amended



          2  stipulation.



          3       A.   Yes, I have it.



          4       Q.   Now, I believe, first, you had a discussion



          5  with the Special Master about when the claim was filed



          6  for the Tongue River Reservoir; do you recall that?



          7       A.   Yes.



          8       Q.   Now, when that was filed, and I believe you



          9  said in 1982, at that time, did the DNRC have a process



         10  by which it filed a separate claim on each of the types



         11  of use?  Do you know?



         12       A.   I don't recall.



         13       Q.   Fair enough.  We'll ask that of another



         14  witness.



         15            Looking specifically at the abstract or the



         16  a -- I'll call it the proposed abstract.  Do you recall



         17  the abstract that was part of the preliminary decree?



         18       A.   Generally, yes.



         19       Q.   The Special Master asked you about the



         20  volume.  Do you recall what the volume listed in that



         21  preliminary decree was?



         22       A.   I believe the original -- when the water



         23  right was originally examined, I believe the volume was



         24  135,000 acre-feet and that in the reexamination it was



         25  changed to 127,000 acre-feet or -- give or take.
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          1       Q.   All of which was greater than the capacity of



          2  the reservoir?



          3       A.   Yes.



          4       Q.   And the Special Master asked if it was common



          5  to have reservoir rights that had no specific volume;



          6  do you remember that?



          7       A.   Yes.



          8       Q.   Is it common to have reservoir rights with



          9  the volume set in the abstract that's greater than the



         10  capacity of the reservoir?



         11       A.   Very common.



         12       Q.   And, in fact, you mentioned that the rules



         13  for examinations -- well, could you remind us of what



         14  the rules are for claims examination?



         15       A.   Generally, if a claim -- if the volume on a



         16  reservoir claim did not exceed the capacity by two



         17  times, there was not an issue remark put on the claim



         18  for that reason.  And that's typically to allow for



         19  carryover capacity as well as the ability to fill.



         20            MR. WECHSLER:  I will, for the record, Your



         21  Honor, note that the claims rules, or a version of the



         22  claims rules, is found at Exhibit M32, which was



         23  admitted on Thursday.  And I would also note that there



         24  were additional materials related to that that I



         25  believe was provided in response to the questions that
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          1  you had posed as part of the summary judgment argument.



          2  BY MR. WECHSLER:



          3       Q.   One more question about those rules,



          4  Mr. Davis:  I think you also mentioned that the DNRC



          5  also has rules and guidelines for claims examinations;



          6  is that right?



          7       A.   Correct.



          8       Q.   Are those publicly available?



          9       A.   I believe -- yes, they are publicly



         10  available.



         11       Q.   Is there an easy way to access them?  Do you



         12  know?



         13       A.   I do not know if they are available online or



         14  just available by request from the department.  But



         15  they are publicly available.



         16            MR. WECHSLER:  Thank you very much.  No



         17  further questions.



         18            SPECIAL MASTER:  Okay.  Thank you,



         19  Mr. Wechsler.



         20            Mr. Kaste, it is about 10:35.  If you want --



         21  I have no idea how long you expect to go.  But if you



         22  want to take a break now, this is fine with me.



         23            MR. KASTE:  I'll probably be succinct, but I



         24  could sure use a break.



         25            SPECIAL MASTER:  Then why don't we take a
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          1  15-minute break.  We'll come back at ten after the



          2  hour, and everyone can remain seated.



          3            MR. KASTE:  Ten to the hour?



          4            SPECIAL MASTER:  Did I say ten after?  Ten



          5  to; that's correct.  Thank you, Mr. Kaste.



          6                      (Recess taken 10:37 to 10:51



          7                      a.m., October 21, 2013)



          8            SPECIAL MASTER:  You can be seated.



          9            Mr. Kaste.



         10            MR. KASTE:  Thank you.



         11                     CROSS-EXAMINATION



         12  BY MR. KASTE:



         13       Q.   Good morning, Mr. Davis.



         14       A.   Good morning.



         15       Q.   At some point in your testimony as you were



         16  talking about the adjudication that's going on in the



         17  Tongue River Basin, I think you mentioned Wyoming



         18  didn't file any objections; is that right?



         19       A.   To my knowledge, Wyoming didn't file any



         20  objections to the Tongue River Reservoir right.



         21       Q.   Okay.  Thank you.  Do you know if the State



         22  of Wyoming owns any water right in the Tongue River



         23  Basin in Montana?



         24       A.   I do not.



         25       Q.   Isn't it true that without such a right,
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          1  Wyoming doesn't have standing to file a claim in that



          2  adjudication?



          3       A.   No.



          4            MR. WECHSLER:  Objection.  Calls for a legal



          5  conclusion.



          6            SPECIAL MASTER:  I think that in the same way



          7  Mr. Wechsler is -- you asked a variety of questions



          8  that did not go to the witness' legal interpretations,



          9  I'll permit this question based on what Mr. Davis'



         10  understanding is and recognizing that he is not giving



         11  a legal opinion.



         12            MR. WECHSLER:  Thank you.



         13            THE WITNESS:  No.  That's not the case.  It's



         14  my understanding that the Montana Supreme Court ruled



         15  that you just had to have a substantial interest in the



         16  water to file an objection in Montana during the



         17  adjudication process.  You did not actually have to



         18  have a water right.



         19  BY MR. KASTE:



         20       Q.   The stipulation in this case that you



         21  referred to, M556, the Court didn't take any evidence



         22  in that case, did it?



         23       A.   Um --



         24       Q.   The parties just agreed?



         25       A.   Yes.
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          1       Q.   Okay.  Wyoming wasn't one of those parties;



          2  right?



          3       A.   No.



          4       Q.   All right.  You talked a little bit about CBM



          5  wells, and I think I heard you say CBM wells don't get



          6  a water right from the Water Resources Division unless



          7  they are going to take some of the water that they



          8  produce and put it to a separate beneficial use, like



          9  irrigation; right?



         10       A.   Right.



         11       Q.   Okay.  And I think, if I understand right,



         12  the water commissioners in the state of Montana can



         13  only enforce decreed water rights; do I have that



         14  right?



         15       A.   Correct.



         16       Q.   Okay.  So none of the CBM wells have decreed



         17  water rights; right?



         18       A.   Correct.



         19       Q.   So the water commissioner is not empowered to



         20  regulate any of them in priority, is he?



         21       A.   Correct, if they're not put to a beneficial



         22  use.



         23       Q.   And if I understand your testimony, you don't



         24  know if any CBM water has been permitted to be put to a



         25  beneficial use?
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          1       A.   Not personally, no.



          2       Q.   Do you still have in front of you Exhibit



          3  M230?



          4       A.   Yes.



          5       Q.   It's entitled "Water Rights of Montana."



          6       A.   Yes.



          7       Q.   Special Master stole a bunch of my thunder by



          8  asking you where you might find information about



          9  reservoirs in there.  And I think you testified that



         10  you won't in this particular document; right?



         11       A.   Correct.



         12       Q.   Okay.  Now, I have the same question, though,



         13  with regard to the Montana Water Use Code.  When I look



         14  at the table of contents for Title 85, Chapter 2, I



         15  don't see anything in here about reservoirs.  Do you?



         16       A.   Which page are you on?



         17       Q.   Just the table of contents for Chapter 2.



         18  And when I say "about reservoirs," what I'm really



         19  looking at is some direction from your legislature



         20  giving us guidance about the operation of reservoirs.



         21  'Cause I know there's some information in the Montana



         22  statutes about safety of dams; correct?



         23       A.   Correct.



         24       Q.   Is there anything about the operation of



         25  reservoirs in the Montana statutes?
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          1       A.   Not that I see on -- are you on page 37?



          2       Q.   The table of contents is longer than one



          3  page.



          4       A.   Okay.



          5       Q.   But, yes, beginning on page 37, ending on



          6  page 41.



          7       A.   Not that I see in the table of contents.



          8       Q.   Okay.  And you talked about the Water



          9  Resources Division also has promulgated some



         10  administrative regulations; correct?



         11       A.   Correct.



         12       Q.   And I don't have those in my hand today, but



         13  I looked at them, and I didn't see anything in your



         14  administrative regulations that governs the operations



         15  of reservoirs either.  Is there such a regulation?



         16       A.   The -- not off the -- I can't, off the top of



         17  my head, point to a specific regulation.



         18       Q.   I'll tell you, there is a safety of dams



         19  regulation in there that talks about construction



         20  standards and permits to build those kinds of things.



         21  But I didn't see one on reservoir operations.  And you



         22  agree, off the top of your head, you don't know of one



         23  either?



         24       A.   As it relates to reservoir operations, I do



         25  not know off the top of my head.





                          Bray Reporting (406) 670-9533

�                                                                   545



                                    TIMOTHY DAVIS - October 21, 2013

                                      Cross-Examination by Mr. Kaste





          1       Q.   Okay.  In Exhibit M230, if you'll turn with



          2  me to page 23.



          3       A.   Okay.



          4       Q.   This is a page, the section beginning with



          5  groundwater, second paragraph under that section says,



          6  "A person is not required to apply for a permit to



          7  develop a well or groundwater spring with an



          8  anticipated use of 35 gallons a minute or less, not to



          9  exceed 10 acre-feet a year."  Did I read that right?



         10       A.   Correct.



         11       Q.   And that's true, isn't it, there are these



         12  certain wells that based on their size are exempted



         13  from the permitting process; right?



         14       A.   Correct.



         15       Q.   Mr. Brown informs me that's going to be



         16  important.  I'm excited to see why.



         17            Let's look again at the Montana Water Use



         18  Code.  Earlier in your testimony, so back on Thursday,



         19  and I think maybe again a little bit today, you



         20  discussed a little bit of what you perceived to be



         21  differences in terminology between Wyoming and Montana;



         22  do you remember that?



         23       A.   Yes.



         24       Q.   All right.  And one of the terms where we



         25  seem to have a difference, in your mind, is with regard
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          1  to the use of the word "regulation"; right?



          2       A.   Correct.



          3       Q.   I think you said in Montana that means



          4  permitting and change of use; right?



          5       A.   Correct.



          6       Q.   All right.  Well, would you turn with me in



          7  your book to page 85 -- that's not right -- page 46,



          8  and look at Montana Code Annotated 85-2-114.



          9       A.   Okay.



         10       Q.   All right.  It's actually entitled "Judicial



         11  Enforcement"; right?



         12       A.   It is.



         13       Q.   Would you read Section 1 through the end of



         14  Subsection 1A?



         15       A.   "If the department ascertains by a means



         16  reasonably sufficient by it, that a person is wasting



         17  water, using water unlawfully, preventing water from



         18  moving to another person, having a prior right to use



         19  the water, or violating a provision of this chapter, it



         20  may petition the district court supervising the



         21  distribution of water amongst appropriators from the



         22  source to, A, regulate a controlling works of an



         23  appropriation as may be necessary to prevent the



         24  wasting or unlawful use of water or to secure water to



         25  a person having a prior right to its use."
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          1       Q.   Okay.  And we can agree that in Subsection A



          2  it uses the word "regulate"?



          3       A.   Yes.



          4       Q.   Okay.  And do we agree that it means, in this



          5  context, in Montana's statutes, to curtail a diversion



          6  by the offending party?



          7       A.   Yes.



          8       Q.   All right.  Let's look at sub -- or Section 2



          9  of the same statute, and it's on the next page.  It



         10  begins with the words "upon the issuance."  Would you



         11  read that?



         12       A.   "Upon the issuance of an order or injunction,



         13  the department may attach to the controlling works a



         14  written notice properly dated or signed setting forth



         15  the fact that the controlling works have been properly



         16  regulated by it.  The notice constitutes legal notice



         17  to all persons interested in the appropriation or



         18  distribution of water."



         19       Q.   So that statute subsection also uses the word



         20  "regulate"; correct?



         21       A.   Correct.



         22       Q.   And it means essentially the same thing as



         23  the section before; right?



         24       A.   Correct.



         25       Q.   Okay.  So regulation in Montana, in general,
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          1  can mean what you describe as permitting and change of



          2  use, and it can mean what we describe in Wyoming, which



          3  means curtailing the diversion works of the junior



          4  priority; right?



          5       A.   Correct.



          6       Q.   Okay.  I just want to make sure we don't have



          7  a failure to communicate, which is what I heard on



          8  Thursday.



          9            All right.  Let's talk a little bit more



         10  about the Montana statutes.  I think you'll find this



         11  in your book -- after I misplaced it.  In the Montana



         12  Water Use Code, can you find Title 85, Chapter 20,



         13  Section 102?



         14       A.   102?



         15       Q.   Yes.



         16       A.   Yes.



         17       Q.   Are you familiar with this chapter of the



         18  Montana Water Use Code?



         19       A.   Generally, yes.



         20       Q.   Okay.  So you know that this is a series of



         21  statutes that was designed by the Montana legislature



         22  to ensure compliance with the Yellowstone River



         23  Compact; right?



         24       A.   Right.



         25       Q.   All right.  It says that in more words in
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          1  Section 102; right?



          2       A.   Yes.



          3       Q.   All right.  And in section -- Title 85,



          4  Chapter 20, Section 105, that's a section entitled



          5  "Duty to Install Measuring Devices"; correct?



          6       A.   Correct.



          7       Q.   And that statutory section says that anybody



          8  in the Tongue River Basin who gets a water right after



          9  1950 is supposed to install a measuring device; right?



         10       A.   Correct.



         11       Q.   And the next statute, Section 106, is



         12  entitled "Duty to Measure Water"; right?



         13       A.   Correct.



         14       Q.   And it says that all these people who just



         15  got their brand-new measuring devices with their



         16  post-1950 rights are supposed to keep accurate records



         17  of their water use and then submit them to your office



         18  in Helena; right?



         19       A.   Correct.



         20       Q.   And they're supposed to do that 15 days after



         21  November 1 of each year; right?



         22       A.   Yes.



         23       Q.   Do you have those records?



         24       A.   Not to my knowledge for all of those.  But I



         25  believe we may have records for permits issued after --
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          1  some, if not all, the permits issued after 1973.  I



          2  don't know which we have and which we do not have.



          3       Q.   You have daily and seasonal diversion records



          4  for diversions post-1973?



          5       A.   Post-1973, many of our permits, not all,



          6  require that there be measurements and reporting for



          7  many of our -- like I said, many of the permits.  I



          8  can't tell you what percentage.



          9       Q.   And the water users in the Tongue River Basin



         10  are filing these reports with your office?



         11       A.   They are supposed to according to their



         12  permit conditions.



         13       Q.   And my question's a little bit different.  Do



         14  they really?  I know they're supposed to.  Do they



         15  really?



         16       A.   I can't answer your question.



         17       Q.   Okay.  I can tell you, I haven't seen them in



         18  the course of this case.  And my understanding is this



         19  statute's never been enforced; is that your



         20  understanding?



         21       A.   And -- can I ask for clarification, what you



         22  mean by enforcement?



         23       Q.   I mean, nobody's ever made these



         24  appropriators submit these reports.



         25       A.   If it is a condition of their water right,
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          1  they are -- they need to report whether they have or



          2  not.  But we have not gone out there and, as far as I



          3  know, forced them to submit those records.



          4       Q.   Okay.  Let's look at Exhibit M552.



          5       A.   Okay.



          6       Q.   And that is the exhibit summarizing the water



          7  right dispute options; correct?



          8       A.   Correct.



          9       Q.   And I'm really interested in paragraph -- or



         10  Section 6.



         11       A.   Okay.



         12       Q.   So if you have a dispute with your neighbor,



         13  you can contact the nearest DNRC regional office;



         14  right?



         15       A.   You can contact the regional office; correct.



         16       Q.   And this says, "The DNRC has jurisdiction



         17  over water users wasting water, using water unlawfully,



         18  preventing water from moving to another person having a



         19  prior right to use water, or otherwise violating the



         20  provisions of the Montana Water Use Act"; correct?



         21       A.   Correct.



         22       Q.   You have some jurisdiction to take action



         23  when those things are occurring; correct?



         24       A.   Correct.



         25       Q.   All right.  But before you do that, M552
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          1  says, "If your situation involves your water not



          2  reaching your point of diversion, the DNRC requires you



          3  to contact the offending party to make a call for your



          4  water, document the call, and file a formal written



          5  complaint."  Did I read that right?



          6       A.   Correct.



          7       Q.   So before DNRC is going to exercise its



          8  regulatory authority, such as set forth in this



          9  paragraph, you require the complaining party to



         10  document and file a formal written complaint; is that



         11  right?



         12       A.   That's correct.



         13       Q.   Now, there's a difference, of course, between



         14  this call, document, file a formal written complaint,



         15  and just a call to your office complaining about the



         16  water conditions, isn't there?



         17       A.   Yes.



         18       Q.   And you wouldn't take any action just 'cause



         19  somebody called you up and said, it's really dry on my



         20  farm, and it's not good; I don't like it.  You wouldn't



         21  take any regulatory action, would you?



         22       A.   No.



         23       Q.   Of course not.  Now, and you require



         24  documentation and a formal written call before you take



         25  action.  I think we established that; right?
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          1       A.   Correct.



          2       Q.   Do you think it's reasonable to hold Wyoming



          3  to a different standard?



          4       A.   The DNRC's authority is different in that we



          5  do not enforce in Montana the water -- disputes over



          6  water priority.  And in this case, we're talking about



          7  the -- our authority is limited and separate from the



          8  district court's authority.  You can have a



          9  commissioner put on and distribute -- and have a junior



         10  shut off their use.  That resides with the district



         11  court.  Our interpretation of the statute is limited to



         12  illegal use, water users wasting water, and/or



         13  interfering as an -- interfering with somebody's



         14  getting their water, shutting off their headgate, for



         15  example, or blocking their headgate.



         16       Q.   Sure.  But we can agree that the enforcement



         17  agency is the district court?  We agree about that?



         18       A.   Yes.



         19       Q.   All right.  That when a water user feels



         20  they're not getting the water they are entitled to



         21  under their priority and they go to the district court,



         22  they give the court something in writing, do they not?



         23       A.   Correct.



         24       Q.   Okay.  Do you think it's reasonable to hold



         25  Wyoming to a different standard?





                          Bray Reporting (406) 670-9533

�                                                                   554



                                    TIMOTHY DAVIS - October 21, 2013

                                      Cross-Examination by Mr. Kaste





          1       A.   A different standard than -- I've discussed



          2  several times, Montana first relies in our disputes



          3  over priority on neighbors being able to ask neighbors



          4  to provide them water according to their priority.  And



          5  typically that works in most cases.



          6       Q.   Sure.



          7       A.   If that doesn't work, then, yes, it would be



          8  reasonable to require something in writing.



          9       Q.   So before the state, whether through the



         10  district court or DNRC, marshals its assets and takes a



         11  regulatory action or judicial action, there's a piece



         12  of paper submitted by the complaining party?



         13       A.   Correct.



         14       Q.   Okay.  Now, one of the terms you've talked



         15  about consistently throughout your testimony that I



         16  don't think we disagree on the meaning of is a "call";



         17  right?



         18       A.   Right.



         19       Q.   There's no difference of opinion on Wyoming's



         20  side of the line and Montana's side of the line about



         21  what a real call is; right?



         22       A.   I assume so.



         23       Q.   Assume so.  Okay.  Do you have the authority,



         24  as the administrator of the Water Resources Division to



         25  make a call on Wyoming?
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          1       A.   I assume so.



          2       Q.   When I say make a call, I mean under the



          3  provisions of the Yellowstone River Compact.  You



          4  assume you have that authority?



          5       A.   I assume we have that authority, but it



          6  has -- we have yet to see that authority be proven by



          7  Wyoming actually responding to a call.



          8       Q.   Who is we?



          9       A.   The State of Montana.



         10       Q.   I'm asking about you.  Are you the person



         11  that can make the call?



         12       A.   I assume so.



         13       Q.   Okay.  Have you authorized anyone below you



         14  on the organizational chart that you described earlier



         15  in your testimony to make a call on Wyoming under the



         16  Yellowstone River Compact?



         17       A.   No.



         18       Q.   Before you made a call on Wyoming, would you



         19  check with your boss?



         20       A.   Yes.



         21       Q.   And he's who?



         22       A.   The director of the Department of Natural



         23  Resources and Conservations.



         24       Q.   Mr. Tubbs?



         25       A.   Mr. Tubbs.
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          1       Q.   All right.  If somebody on your staff



          2  attempted to make a call on the State of Wyoming, would



          3  you expect to hear from them before they did it?



          4       A.   Yes.



          5       Q.   All right.  Would you expect, if either you



          6  or someone on your staff attempted to make a call on



          7  the on State of Wyoming for water under the Yellowstone



          8  River Compact, that there would be paper generated as a



          9  result?



         10       A.   In one form or another?



         11       Q.   Yeah.



         12       A.   Yes.



         13       Q.   E-mails, memorandums, telephone notes, things



         14  of that sort?



         15       A.   Yes.



         16       Q.   'Cause it's a big deal, don't you think?



         17       A.   Yes.



         18       Q.   And in your position as the commissioner of



         19  the Yellowstone River Compact, on behalf of the State



         20  of Montana, that's you, right, right now?



         21       A.   Yes.



         22       Q.   Would you anticipate that the minutes of the



         23  Yellowstone River Compact meeting would reflect if a



         24  call was made in a given year?



         25       A.   I would assume so.
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          1       Q.   'Cause it's a big deal; right?  I say right;



          2  you say yes.



          3       A.   Yes.



          4       Q.   You have to answer out loud.



          5            Here's a question that occurred to me during



          6  the course of your testimony about the workings of the



          7  Tongue River in Montana.  At one point you said



          8  something to the effect of, it's an easy river to



          9  administer because we know when it gets -- the flow at



         10  the state line gets below, I think you said, 197.5.



         11  Only the first two rights are being satisfied; do you



         12  remember that?



         13       A.   Yes.



         14       Q.   So you're saying Mr. Nance and the T & Y



         15  Irrigation Canal, the conglomeration of their two water



         16  rights, the flow rates in those rights is 197.5;



         17  correct?



         18       A.   197.98, I believe.



         19       Q.   .98.  All right.  Now, that analysis, you



         20  agree with me, assumes that nothing happens along the



         21  Tongue River between the state line, Mr. Nance's



         22  diversion, and the T & Y Canal, doesn't it?



         23       A.   Yes.



         24       Q.   Okay.  It's as if none of the other water in



         25  the system exists in order for you to make that
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          1  statement; correct?



          2       A.   It assumes that there's no -- there's no need



          3  for carriage water and that there's no other decreed



          4  rights.  There's no other direct flow rights in the



          5  system at that time, being used in the system at that



          6  time.



          7       Q.   And you agree with me that practically,



          8  during the course of the irrigation season, the Tongue



          9  River Reservoir releases a substantial amount of



         10  storage water in conjunction with its pass-through of



         11  the natural flow of the river; correct?



         12       A.   Yes.



         13       Q.   Okay.  So at any given time, there's usually



         14  a whole bunch of storage water and some natural flow in



         15  the river during the irrigation season; right?



         16       A.   Yes.



         17       Q.   And you agree with me that once storage water



         18  is used at the place of use, at the farm, and it makes



         19  its way back into the river, whatever portion of it



         20  returns, that becomes natural flow, doesn't it?



         21       A.   Yes.  But there is nothing in the -- but the



         22  irrigator -- you cannot assume, at least under Montana



         23  law -- or my interpretation is that you have to -- that



         24  Montana State Water Project water rights could be



         25  completely consumed when they're diverted.
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          1       Q.   All right.  But in reality, we know they're



          2  not.  Some water makes its way back to the river;



          3  right?



          4       A.   Right.



          5       Q.   And that water becomes available to



          6  downstream appropriators to divert so long as they are



          7  in priority; correct?



          8       A.   Correct.



          9       Q.   All right.  And here's my problem with the



         10  system in Montana -- and you tell me if this is what



         11  happens or not -- there is no mechanism in place to



         12  ascertain at any given point in the river what is the



         13  exact natural flow and what is not; am I wrong about



         14  that?



         15       A.   There is the -- in the Tongue River, there is



         16  a fairly simple way to ascertain the natural flow as it



         17  enters the system, which is what is the direct flow



         18  coming across the border.



         19       Q.   Sure.  And my point is, is there the same



         20  easy way to ascertain the natural flow as it makes its



         21  170-mile journey to Miles City?



         22       A.   And by natural flow, you're referring to any



         23  return flows that come back in and accounting for



         24  those?



         25       Q.   Yes.
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          1       A.   And we're talking about how the T & Y and



          2  Nance rights add up to almost 200 CFS.  And so I use



          3  that marker as just a -- that's 1886 in those rights.



          4  As we move up to 1950, I believe Mr. Book lays out how



          5  much other -- how many other rights, flow rights.  We



          6  do not account for -- we cannot -- we do not account



          7  for how much returns from each diversion.



          8       Q.   Okay.  And all I'm trying to assess is



          9  whether I can go to any particular point on the river



         10  and really differentiate what's natural flow and what's



         11  return flow so I can get an accurate accounting of who



         12  is actually in priority.  In order to do that, you



         13  agree with me that you have to be able to separate the



         14  storage water from the natural flow?  To do that



         15  accounting, you have to separate them; right?



         16       A.   You have to separate the -- from the way



         17  you're describing, you have to be able to separate the



         18  natural flow that is passing through the river, the



         19  direct flow from return flows from contract water.  We



         20  can differentiate contract water that's released and



         21  the direct flow that's coming across the border.



         22       Q.   You can differentiate that at the dam?



         23       A.   Correct.



         24       Q.   But then lots of things probably happen over



         25  the next 170 miles, and that differentiation is not
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          1  occurring as we make our way down the river?



          2       A.   I would defer to the water commissioners



          3  who've been on the stream as to how they've operated



          4  the system.



          5       Q.   Okay.  I think you said at some point in your



          6  testimony that the water commissioners, they are



          7  authorized to distribute waters as decreed; correct?



          8       A.   Correct.



          9       Q.   All right.  And you talked about a decree in



         10  your testimony.  You talked about Exhibit M243.  I



         11  think that's the Miles City Decree; right?



         12       A.   Correct.



         13       Q.   And do you still have that in front of you?



         14       A.   243?



         15       Q.   Yes.



         16       A.   Yes.



         17       Q.   Okay.  That is the 1914 Miles City Decree?



         18       A.   That is the judgment and decree; correct.



         19       Q.   All right.  Would you turn with me to the



         20  last page of the judgment and decree.



         21       A.   Okay.



         22       Q.   On my copy, it is identified as MT016798; is



         23  that the same on yours?



         24       A.   Yes.



         25       Q.   All right.  Now, this is the court's order.
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          1  This is the decree that the water commissioners can



          2  enforce; correct?  This is what they are supposed to



          3  do; correct?



          4       A.   I'm still reviewing it.



          5       Q.   I haven't asked you to read anything yet.



          6       A.   Okay.  I believe so.



          7       Q.   All right.  And the second to last paragraph



          8  says, "It is further ordered adjudged and decreed each



          9  and every party to this action be and they are hereby



         10  perpetually enjoined from in any manner."  And then it



         11  says some things they are not allowed to do.  But I'm



         12  focused on the last two.



         13            If you go down to the bottom three lines, it



         14  says "and from, in anywise wasting the waters of said



         15  Tongue River or diverting at any time any more thereof



         16  than is reasonably necessary for the use to which it is



         17  applied as herein set forth."  Did I read that right?



         18       A.   Yes.



         19       Q.   So the decree says these folks covered by its



         20  provisions can't waste water, and they can't use any



         21  more at any time than is reasonably necessary; correct?



         22       A.   Correct.



         23       Q.   All right.  And that's consistent with your



         24  understanding of beneficial use in Montana, isn't it?



         25       A.   Yes.
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          1       Q.   Beneficial use is limited to what you can



          2  reasonably use.  What are your reasonable needs, that's



          3  what you can beneficially use.  And we can agree that's



          4  the limit of your right in Montana, isn't it?



          5       A.   Yes.



          6       Q.   All right.  Will you turn with me to Exhibit



          7  M526, amended stipulation.



          8       A.   I have it.



          9       Q.   All right.  Would you turn to the second page



         10  of the amended stipulation and read the first sentence



         11  of Section 4.



         12       A.   "The original project completed in 1940 had a



         13  capacity of 69,400 acre-feet at the crest of the



         14  spillway."  You want me to keep reading the whole



         15  thing?



         16       Q.   No.  I'm just interested in that one number.



         17  And I think you went through earlier and you explained



         18  to us all the folks that had signed off on this



         19  stipulation; right?  There was Montana.  There was who



         20  else?



         21       A.   There was Northern Cheyenne Tribe.  There was



         22  the United States Government and the Tongue River Water



         23  Users' Association.



         24       Q.   So amongst all those folks, there was not any



         25  dispute but that the original project completed in 1940
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          1  had a capacity of 69,400 acre-feet; right?



          2       A.   As listed in the stipulation; correct.



          3       Q.   Okay.  Would you turn to page 4 of 10,



          4  Section 12.  Section 12 has got some information in it



          5  that Special Master should have already flagged and



          6  that we find later in the proposed abstract.  About



          7  midway through that paragraph, it says, "The reservoir



          8  is filled and refilled and water carried over from year



          9  to year in order to reliably provide up to a maximum of



         10  40,000 acre-feet per year to the Tongue River Water



         11  Users' Association under this right and 20,000



         12  acre-feet per year under the Northern -- to the



         13  Northern Cheyenne Tribe under the compact"; correct?



         14       A.   Correct.



         15       Q.   And I think you talked a little bit about



         16  that, and you said that that 60,000 acre-feet



         17  represents the volume that can be delivered for



         18  beneficial use in any one year; correct?



         19       A.   Correct.



         20       Q.   All right.  First, did you know in 1950 the



         21  volume of the Tongue River Water Users' Association's



         22  contract, if you will, was 32,000 acre-feet?



         23       A.   No.



         24       Q.   You didn't know that that was changed in 1969



         25  to the 40,000 acre-feet?
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          1       A.   No.



          2       Q.   Okay.  We'll see that in Mr. Smith's report.



          3  So we can agree that the water right is limited to what



          4  could be beneficially used.  You said that earlier;



          5  right?



          6       A.   Correct.



          7       Q.   And that the reservoir in the Tongue River



          8  Water Users' Association and the Northern Cheyenne



          9  Tribe can only beneficially use 60,000 acre-feet of



         10  water in any given year; right?



         11       A.   Yes.



         12       Q.   Okay.  Isn't that the limit of their water



         13  right then?



         14       A.   That is the limit of the beneficial use in



         15  any one given year.  It does not limit the ability to



         16  carry water over in order to ensure a firm yield of



         17  that water right and delivery in any given year.



         18       Q.   And let me ask you this -- this is fun -- if



         19  enough water got past the state line for the reservoir



         20  to get to that 60,000 acre-feet plus its dead pool,



         21  could anybody in Montana be harmed?  Because they can



         22  only deliver 60; right?



         23       A.   Say that again.



         24       Q.   Could anybody in Montana be harmed if 60,000



         25  acre-feet of water got to that reservoir in any given
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          1  year?



          2       A.   That assumes that the other water rights that



          3  may be senior to the Tongue River right are being met.



          4       Q.   No, no.  I'm just talking about if there was



          5  enough water for the reservoir to store 60.  Whether it



          6  did or not, then the Tongue River Water Users'



          7  Association and the tribe can't be harmed 'cause they



          8  couldn't use any more, could they?



          9       A.   If you're including dead pool, you're



         10  including other -- the other water rights that were



         11  going through that they -- 60 on top of all those other



         12  rights and they could deliver 60 in any given year --



         13  in that given year, then these -- these contracts would



         14  be -- could be fulfilled.



         15       Q.   Thank you.



         16            MR. KASTE:  No further questions.



         17            SPECIAL MASTER:  Okay.  Thank you, Mr. Kaste.



         18  I just have two just quick clarifying questions for the



         19  record.



         20                    FURTHER EXAMINATION



         21  BY SPECIAL MASTER:



         22       Q.   First of all, you just referred a moment ago



         23  to the dead pool.  Could you describe what that is?



         24       A.   That's the pool in the reservoir that can't



         25  be accessed for release.  I believe it's just below the
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          1  outlet works.



          2       Q.   And do you know what the size of the dead



          3  pool is in the case of the Tongue River Reservoir?



          4       A.   I don't.



          5       Q.   And then second of all, when you were talking



          6  to Mr. Kaste earlier about M552, on page 2 of that



          7  document -- this is a document entitled Water Right



          8  Dispute Options.  On page 6, it notes that the DNRC has



          9  jurisdiction over water users wasting water, using



         10  water unlawfully, and then preventing water from moving



         11  to another person having a prior right to use water.



         12            So it's your interpretation of this, for



         13  purposes of administering your agency, that that



         14  language does not include people who are taking water



         15  out of priority?



         16       A.   Correct.



         17       Q.   Okay.  Thank you.



         18            SPECIAL MASTER:  So, Mr. Wechsler, redirect.



         19            MR. WECHSLER:  I'm sorry, Your Honor.  I



         20  didn't hear you.



         21            SPECIAL MASTER:  I said, do you have



         22  redirect?



         23            MR. WECHSLER:  Yes, please.



         24



         25





                          Bray Reporting (406) 670-9533

�                                                                   568



                                    TIMOTHY DAVIS - October 21, 2013

                        Further Redirect Examination by Mr. Wechsler





          1                FURTHER REDIRECT EXAMINATION



          2  BY MR. WECHSLER:



          3       Q.   Mr. Davis, are you ready?



          4       A.   Yes.



          5       Q.   First, I want to ask you about the CBM.



          6  Mr. Kaste asked you a little bit about protections for



          7  water users from water that is produced related to CBM;



          8  do you recall that?



          9       A.   Yes.



         10       Q.   Are you familiar with the CBM Protection Act?



         11       A.   Very generally.



         12       Q.   And who would be the best person to talk to



         13  about the CBM Protection Act?



         14       A.   I believe that possibly Art Compton or one of



         15  the conservation districts.



         16       Q.   What's your understanding of the CBM



         17  Protection Act?



         18       A.   Just very generally, that it provides a



         19  mechanism for conservation districts to play a role in



         20  coalbed methane development.



         21       Q.   Next, Mr. Kaste asked you a series of



         22  questions based on the language -- the difference in



         23  language between administration and regulation.  For



         24  the purposes of your testimony and -- you're intending



         25  to use the word "regulation" in what sense?
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          1       A.   For -- I have intended to use the word



          2  "regulation" as it relates to water distribution and



          3  enforcement -- I mean, for permitting -- excuse me --



          4  for permitting and changes of water rights.



          5       Q.   Are you familiar with the Water Use Code



          6  provisions dealing with water commissioners?



          7       A.   Generally, yes.



          8       Q.   If I could get you to turn to 85-5-101.



          9       A.   Okay.



         10       Q.   And this section deals with water



         11  commissioners; is that correct?



         12       A.   Correct.



         13       Q.   In fact, I think we looked earlier at the



         14  training manual, and it includes a copy of many of



         15  these statutes; is that correct?



         16       A.   Correct.



         17       Q.   So if you look with me here at Section



         18  85-5-101, here in the -- looks to be the second



         19  sentence that starts "the commissioners"; do you see



         20  that?



         21       A.   Which subsection?



         22       Q.   85-5-101 subsection 1.



         23       A.   Okay.  The commissioners.  Yes.



         24       Q.   And here it's talking about the authority to



         25  add, measure, and distribute; do you see that?
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          1       A.   Correct.



          2       Q.   What do you understand that to be?



          3       A.   That is distributing water according to the



          4  priorities in a decree.



          5       Q.   You were asked by Mr. Kaste is there any



          6  provision in here having to do with reservoirs.  First



          7  of all, would you agree that Kevin Smith is probably



          8  the best person to ask about reservoir operations and



          9  laws?



         10       A.   Yes.



         11       Q.   And second, if you could turn with me,



         12  please, to 85-2-305.  And if you could please read that



         13  section, including the heading there.



         14       A.   85-2-305, "Appropriation permit for



         15  reservoir.  A person intending to appropriate water by



         16  means of a reservoir shall apply for a permit as



         17  prescribed in this chapter."



         18       Q.   Do you understand that the rules of this



         19  chapter also apply to reservoirs?



         20       A.   Yes.



         21       Q.   And so if someone wanted a reservoir, they



         22  could simply go through the process outlined in this



         23  chapter; is that right?



         24       A.   Correct.



         25       Q.   If you'll turn with me, please, again in the
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          1  Water Use Act, to 85-20-102.



          2       A.   Okay.



          3       Q.   And I believe with Mr. Kaste you talked about



          4  85-20-105 and also 85-20-106; correct?



          5       A.   Correct.



          6       Q.   One of the things I heard you say was that



          7  for permits you typically do require the measurement



          8  and reporting of water use in the Tongue River Basin;



          9  is that correct?



         10       A.   Yes.



         11       Q.   Were there water commissioners appointed at



         12  any time on the Tongue River Basin in the beginning, in



         13  2000?



         14       A.   I believe so.



         15       Q.   Do you know exactly what years those were



         16  appointed?



         17       A.   I don't.



         18       Q.   The court records would reflect when those



         19  water commissioners were appointed; is that right?



         20       A.   Yes.



         21       Q.   Do you know if one was appointed in 2001?



         22       A.   I believe so.



         23       Q.   2002?



         24       A.   I believe so as well.



         25       Q.   2004?
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          1       A.   I believe so as well.



          2       Q.   2006?



          3       A.   And, again, I believe so.



          4       Q.   Now, remind us of the duties of a water



          5  commissioner.



          6       A.   To distribute water according to the



          7  priorities.



          8       Q.   Are they also measuring water?



          9       A.   Yes.



         10       Q.   Now, the order -- I think we talked earlier,



         11  and you said that the water commissioners are appointed



         12  by the district court; correct?



         13       A.   Correct.



         14       Q.   And they are under the authority of the



         15  district court?



         16       A.   Correct.



         17       Q.   The order appointing a water commissioner is



         18  ultimately going to determine what -- that water



         19  commissioner's authority for any given year; is that



         20  right?



         21       A.   Correct.



         22       Q.   Now, you were asked a series of questions by



         23  Mr. Kaste having to do with the amount of water at the



         24  T & Y and Mr. Nance; do you recall that?



         25       A.   Yes.
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          1       Q.   Do you know if the water commissioners in



          2  those years were determining the amount of direct flow



          3  versus storage water that was used by, say, the T & Y?



          4       A.   I believe so.



          5       Q.   And the -- where is the T & Y located on the



          6  Tongue River Basin?



          7       A.   Towards the bottom of the Tongue River Basin



          8  just up from the mouth where the Tongue River meets the



          9  Yellowstone River.



         10       Q.   Over a hundred miles downstream?



         11       A.   Correct.



         12       Q.   Any idea what the water right for the T & Y



         13  Canal is?



         14       A.   The flow rate?



         15       Q.   Correct.



         16       A.   I believe it's 187.5 CFS.



         17       Q.   Now, I want to look at some flow rates.  But



         18  first, I want to ask you, if you're administering



         19  stored water being released from the reservoir, is it



         20  going to be possible, in your opinion, to make sure



         21  that people are only getting stored water without



         22  also -- or only getting their direct flow water without



         23  also making sure that they're only taking their share?



         24       A.   Can you restate?



         25       Q.   In order to -- so if a water commissioner is
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          1  assigned to administer the stored water -- you follow



          2  me -- does he also have to make sure that nobody is



          3  taking more than their share of direct flow water?



          4       A.   Yes.



          5       Q.   And why is that?



          6       A.   My understanding, because he would be



          7  measuring -- a water commissioner would be measuring



          8  the amount of water that each water user is entitled to



          9  divert according to priority.  And if the only amount



         10  that they could divert would be their contract water,



         11  they would not be able to divert an additional amount



         12  of their decreed right.



         13       Q.   Okay.  Now, let's look at the flow rates.



         14  Now, we talked about the T & Y Canal.  And it's down



         15  towards the bottom.  Do you understand it's the largest



         16  direct flow water right on the Tongue River in Montana?



         17       A.   That's what I understand.



         18       Q.   Can you take a look at Exhibit M6, please?



         19  Do you have that before you?



         20       A.   I do.



         21       Q.   I want you to look at page 32, if you would,



         22  please.



         23       A.   Is that page D32?



         24       Q.   No.  I'm actually looking at Table 5A, page



         25  32.
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          1       A.   Okay.



          2       Q.   This is Mr. Book's rebuttal report.  At the



          3  top it says, "Table 5A, comparison of state line flow



          4  to direct flow demand."



          5       A.   Okay.



          6       Q.   You have that?



          7       A.   Yes.



          8       Q.   Now, do you recall Mr. Kaste asked you a



          9  series of questions about return flows; correct?



         10       A.   Yes.



         11       Q.   The implication seemed to be maybe there was



         12  enough water for Montana's pre-1950 water users.  Did



         13  you understand that round of questioning?



         14       A.   Yes.



         15       Q.   Let's look here at these flow rates in 2001.



         16  So do you know -- under the Miles City Decree, do you



         17  know the total number of CFS to satisfy those rights?



         18       A.   Not off the top of my head, no.



         19       Q.   Over 400?



         20       A.   I believe it's around 400.



         21       Q.   And I think you said that it needed



         22  approximately 200 in order to make sure sufficient



         23  water gets to the T & Y; is that right?



         24       A.   To Nance and to T & Y rights; correct.



         25       Q.   Looking at 2001.  So in June of 2001, what
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          1  was the mean flow rate at the state line?



          2       A.   176 CFS.



          3       Q.   So that wouldn't have satisfied even the



          4  T & Y?



          5       A.   Correct.



          6       Q.   Looking at July, what's the flow rate there?



          7       A.   Fifty-five CFS.



          8       Q.   How about August?



          9       A.   Thirteen CFS.



         10       Q.   And September?



         11       A.   Seventy-three CFS.



         12       Q.   Now, I think you said that the T & Y is the



         13  second oldest water right on the river; is that



         14  correct?



         15       A.   Second oldest irrigation right.



         16       Q.   Any idea how many pre-1950 direct flow



         17  irrigation rights there are in Montana?



         18       A.   I don't know.



         19       Q.   Let me get you -- do you have M6 there?



         20       A.   M6?



         21            SPECIAL MASTER:  Is this the same exhibit?



         22            MR. WECHSLER:  Yes, same exhibit.



         23  BY MR. WECHSLER:



         24       Q.   And if I could get you to look at the



         25  beginning of Appendix D, which I can get you the page
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          1  momentarily.  So it looks like Appendix D starts on



          2  page 120 of Exhibit M6.



          3       A.   Yes.



          4       Q.   Do you have that?



          5       A.   I apologize.  It's mixed up a bit.



          6       Q.   No problem.



          7       A.   Yes.



          8       Q.   And so here on page 121 is a water right



          9  index; do you see that?



         10       A.   Yes.



         11       Q.   And the Appendix D, if you look at page 120,



         12  is entitled "Montana pre-1950 water rights"; do you see



         13  that?



         14       A.   Yes.



         15       Q.   Looking at page 124, how many pre-1950 direct



         16  flow rights are listed in this appendix?



         17       A.   Seventy-seven.



         18       Q.   And I think you said that the T & Y is No. 2;



         19  is that right?



         20       A.   Yes.



         21       Q.   And so if you look back at Table 5A.  And in



         22  those months, I think we looked at June, July, August,



         23  September, there was not even enough water to satisfy



         24  the second oldest right; is that correct?



         25            MR. KASTE:  I have to object.  I think I
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          1  asked Mr. Davis about some general principles.  He's



          2  not an engineer; he's not a hydrologist.  When we get



          3  to specific math, I think he doesn't have specific



          4  foundation, education, training, or experience to



          5  answer those kinds of questions.  But with regard to



          6  general principles, I'm okay.  I object on that.



          7            SPECIAL MASTER:  So I'm going to sustain the



          8  objection only because I actually think that at this



          9  point, the numbers and the information is actually



         10  available in the record.



         11            MR. WECHSLER:  Fair enough.



         12  BY MR. WECHSLER:



         13       Q.   Mr. Kaste asked you a series of questions



         14  about Exhibit 552; do you have that before you?



         15       A.   Yes.



         16       Q.   And I think his point here was, he had you



         17  look at No. 6, which was complaints to the DNRC; do you



         18  remember that discussion?



         19       A.   Yes.



         20       Q.   And the point seemed to be, well, if there's



         21  a complaint to the DNRC, you require documentation; do



         22  you recall that?



         23       A.   Yes.



         24       Q.   Now, is documentation required for a call



         25  water user to water user?
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          1       A.   No.



          2       Q.   And -- now, the DNRC is the body that



          3  regulates the water users; correct?



          4       A.   Yes.



          5       Q.   We talked -- you indicated that you had read



          6  the Yellowstone River Compact; correct?



          7       A.   Correct.



          8       Q.   And who are the two states under the



          9  Yellowstone River Compact as relevant to this



         10  proceeding?



         11       A.   Montana and Wyoming.



         12       Q.   Is there a body that regulates those two



         13  states?



         14       A.   Per the compact?



         15       Q.   Yes.



         16       A.   Yes.  The Yellowstone River Compact



         17  Commission.



         18       Q.   What's the composition of the Yellowstone



         19  River Compact Commission?



         20       A.   There's one representative from both Wyoming,



         21  one representative from Montana, and then a



         22  representative from the USGS.



         23       Q.   Historically over the years, are you aware of



         24  the -- well, first, if there are disputes under the



         25  Yellowstone River Compact Commission, how are those
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          1  disputes resolved?



          2       A.   They are -- typically there's an attempt to



          3  resolve them through the compact commission and to get



          4  an interpretation or -- by the compact commission



          5  typically through a vote to resolve disputes.



          6       Q.   Wyoming gets one vote?



          7       A.   Yes.



          8       Q.   Montana gets one vote?



          9       A.   Yes.



         10       Q.   Anybody else get a vote?



         11       A.   The federal representative is typically the



         12  USGS.



         13       Q.   Are you aware of the USGS ever exercising its



         14  vote?



         15       A.   I am not aware.



         16       Q.   Are you aware that there had been disputes



         17  between Montana and Wyoming over compact interpretation



         18  for years?



         19       A.   Yes.



         20       Q.   Do you know how far those disputes go back?



         21       A.   In my experience, they would go back -- I



         22  mean, they go back for decades.



         23       Q.   And in your -- are you aware of Wyoming ever



         24  agreeing to provide any water to Montana under the



         25  compact?
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          1       A.   No.



          2       Q.   Now, you talked about -- again, with



          3  Mr. Kaste, you were looking at No. 6 here, which is



          4  complaints to the DNRC.  Let me get you to look back at



          5  No. 1.  And will you remind us what No. 1, what remedy



          6  that is?



          7       A.   The No. 1 details that if an informal call



          8  does not work or an informal attempt to resolve a water



          9  right dispute does not work, that the water user can



         10  file a court action in the appropriate district court.



         11       Q.   And so the documentation would be the legal



         12  complaint initiating the action?



         13       A.   Yes.



         14       Q.   And there's no further documentation that's



         15  required?



         16       A.   No.



         17       Q.   Now, I think you had some discussions with



         18  Mr. Kaste about would you expect documents, that sort



         19  of thing.  Now, you were not involved with the



         20  Yellowstone River Compact Commission until, remind me,



         21  what year?



         22       A.   This year.



         23       Q.   Now, in the past, if you were told that calls



         24  were made in previous years by Mr. Stults, would you



         25  believe that that had happened?
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          1            MR. KASTE:  Relevance what he believes.



          2            MR. WECHSLER:  He's put into issue, Special



          3  Master, the -- you know, whether or not calls were made



          4  because there's a lack of documentation.  But there



          5  will be witnesses on the stand who are providing sworn



          6  testimony that, in fact, those did happen over a course



          7  of a number of years.



          8            MR. KASTE:  Sure.  Just not this one.  Let's



          9  ask them.



         10            MR. WECHSLER:  And we certainly will be doing



         11  that.  But this goes to whether or not the documents



         12  are the best source of evidence or whether or not, you



         13  know, he would believe those witnesses.



         14            SPECIAL MASTER:  I guess I'm -- my question



         15  is exactly what you're asking the witness.  Are you



         16  asking Mr. Davis about what he believes is Mr. Stults'



         17  credibility?



         18            MR. WECHSLER:  Yes.



         19            MR. KASTE:  I object to that.



         20            SPECIAL MASTER:  I agree.  So I'll sustain



         21  the objection.



         22            MR. WECHSLER:  Very well.



         23  BY MR. WECHSLER:



         24       Q.   Have you seen the orders that were appointing



         25  water commissioners?
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          1       A.   I believe so.



          2       Q.   Do you know what they were charged with doing



          3  in each of the years that we were discussing here?



          4       A.   I believe in most of the, if not all, of the



          5  years that we're discussing, they were appointing to



          6  deliver contract water by priority.



          7       Q.   Mr. Kaste asked you about Exhibit 243.  This



          8  is the Miles City Decree?



          9       A.   Yes.



         10       Q.   Do you have that before you?



         11       A.   Yes.



         12       Q.   Looking at the end, I think Mr. Kaste's



         13  questions had to do with beneficial use and whether



         14  there was a waste of water; do you recall those



         15  questions?



         16       A.   Yes.



         17       Q.   Are you aware of any indication that there is



         18  waste of water on the Tongue River in Montana?



         19       A.   I am not aware.



         20       Q.   Any -- aware of any indication that there was



         21  waste of water in 2001?



         22       A.   I am not aware that there was waste of water



         23  in 2001.



         24       Q.   How about 2002?



         25       A.   I am not aware of any waste of water in 2002
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          1  either.



          2       Q.   2004?



          3       A.   No.



          4       Q.   How about 2006?



          5       A.   No.



          6       Q.   The adjudication, ultimately that will



          7  determine the water rights based on historic beneficial



          8  use; is that right?



          9       A.   Yes.



         10       Q.   Do you still have before you Montana Exhibit



         11  M526?



         12       A.   Yes.



         13       Q.   Who in your office is the most knowledgeable



         14  person about reservoirs?



         15       A.   Kevin Smith would be -- the State Water



         16  Projects Bureau Chief would probably be the most



         17  knowledgeable person about reservoirs.



         18       Q.   Is he also the most knowledgeable person



         19  about the Tongue River Reservoir?



         20       A.   Yes.



         21       Q.   You were asked by Mr. Kaste about paragraph 4



         22  on page 2 of 10; do you recall that?



         23       A.   Yes.



         24       Q.   Are you aware that in reservoirs,



         25  sedimentation occurs over the years?
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          1       A.   Yes.



          2       Q.   And that might affect the volume or capacity



          3  of the reservoir?



          4       A.   Yes.



          5       Q.   And so it might not be a statement as to the



          6  original capacity of the reservoir?



          7       A.   Correct.



          8       Q.   You were asked by Mr. Kaste about the amount



          9  of water that was put to beneficial use.  Are you aware



         10  of what, in Montana, has become known as the Painted



         11  Rocks decision?



         12       A.   Yes.



         13       Q.   And can you describe, please, what that



         14  decision is?



         15       A.   The Painted Rocks decision was a -- it was a



         16  settlement that determined that the water from State



         17  Water Projects needed to be put to a historic



         18  beneficial use unless changed.



         19       Q.   And the amount that's put to beneficial use



         20  under that decision is the amount that's actually



         21  stored; is that correct?



         22       A.   I believe so.



         23       Q.   And the water is then available for sale?



         24       A.   Yes.



         25       Q.   And sale is actually the beneficial use?
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          1       A.   That marketing is the -- yes.  Sale and



          2  marketing is the beneficial use for that historic



          3  purpose.



          4       Q.   So under Montana law, the amount of water



          5  that was historically put to beneficial use, i.e., the



          6  measure of the Tongue River Reservoir, would have been



          7  the amount that was historically stored; is that



          8  correct?



          9       A.   You can only put -- it's the amount that's



         10  stored for a beneficial use.  There is not a water



         11  right just for storage in Montana law.  You have to



         12  store it for a beneficial use.  And that beneficial use



         13  can be for marketing, and it can be for other



         14  beneficial uses.



         15       Q.   The current capacity of the Tongue River



         16  Reservoir is 79,000 or roughly that, thereabouts?



         17       A.   I believe so, yes.



         18       Q.   And of that, how much can you market?



         19       A.   Sixty thousand.



         20       Q.   If you only stored 60,000 acre-feet in the



         21  reservoir, would you be able to market 60,000



         22  acre-feet?



         23       A.   No.



         24       Q.   Why is that?



         25       A.   That would take into account the dead pool.
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          1  It would take into account -- and in very few years



          2  would we be able to actually store and release the



          3  exact amount that we -- the amount coming in, the



          4  amount stored, and the amount released are not always



          5  lined up because of the -- because of sedimentation,



          6  because of the dead pool, and operating restrictions.



          7       Q.   In other words, you have to store more water



          8  in the reservoir in order to deliver the contract



          9  amount?



         10       A.   Yes.



         11            MR. WECHSLER:  Your Honor, may I ask -- when



         12  Mr. Book testified, I believe we provided to the Court



         13  Exhibit M32; and I'd like to inquire whether you still



         14  have that at the bench?



         15            SPECIAL MASTER:  Remind me what exhibit --



         16            MR. WECHSLER:  It is the Water Rights Claims



         17  Examination Rules amended by the Montana Supreme Court.



         18            SPECIAL MASTER:  Let me just check.



         19            M32?



         20            MR. WECHSLER:  Yes, sir.



         21            SPECIAL MASTER:  I have it.



         22  BY MR. WECHSLER:



         23       Q.   Mr. Davis, do you have Exhibit M32 before



         24  you?



         25       A.   Yes.
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          1       Q.   If I could get you to turn, please, to page



          2  41.



          3       A.   Okay.



          4       Q.   And this is under the heading Rule 14B



          5  Guideline.  And then if you'll look there at the



          6  subsection at 2; do you see that?



          7       A.   Yes.



          8       Q.   Could you read that, please?



          9       A.   "The flow rate guideline for reservoirs



         10  associated with irrigation use claims will be as



         11  follows:  I, for onstream reservoirs a flow rate



         12  guideline will not be identified.  II, for off-stream



         13  reservoirs the flow rate guideline for storage will be



         14  the capacity of the diversion and the conveyance



         15  system.  If there is no information regarding the



         16  capacity of the diversion or the conveyance system or



         17  the system is shared by more than claimant, the flow



         18  rate guideline of 17 gallons per minute per acre will



         19  be used."



         20       Q.   Turning to the Tongue River Reservoir, is it



         21  an onstream reservoir or an off-stream reservoir?



         22       A.   It's an onstream reservoir.



         23       Q.   So it's consistent with this guideline, at



         24  least, that a flow rate would not be applied to the



         25  reservoir?
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          1       A.   Yes.



          2            MR. WECHSLER:  Your Honor, could I have just



          3  a moment to confer with my colleague?



          4            SPECIAL MASTER:  Brief moment, yes.



          5            MR. WECHSLER:  Thank you, Your Honor.  No



          6  further questions.



          7            SPECIAL MASTER:  Okay.  Thank you very much,



          8  Mr. Wechsler.



          9            So I'd like to actually begin examination of



         10  the next witness only because we haven't really spent a



         11  lot of time this morning.  And the afternoon is a



         12  little bit longer.



         13            So unless people have an objection,



         14  Mr. Draper, are you ready for your next witness?



         15            MR. DRAPER:  Yes, Your Honor, if you'd like



         16  to use the time between now and noon.



         17            SPECIAL MASTER:  I would suggest maybe we



         18  stop at about a quarter after noon.  Does that sound



         19  fine?



         20            MR. DRAPER:  Very good.  Our next witness is



         21  Millie Heffner.  The examination will be conducted by



         22  Ann Yates.



         23            SPECIAL MASTER:  Thank you.



         24            (Millicent Heffner sworn.)



         25            THE CLERK:  Could you please state and spell
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          1  your name for the court reporter, please.



          2            THE WITNESS:  My name is Millicent Heffner,



          3  M-i-l-l-i-c-e-n-t H-e-f-f-n-e-r.



          4            SPECIAL MASTER:  So, good morning,



          5  Ms. Heffner.  I'm sure you were probably hoping that



          6  you would be able to get by until after lunch before



          7  you took the stand.  So my apologies for forcing you up



          8  here.  But I want to make sure that we keep on schedule



          9  as much as possible.



         10            So, Ms. Yates.



         11            MS. YATES:  Good morning, Your Honor.  Just



         12  for the record, my name is Ann Yates, and I'm a special



         13  attorney general for the State of Montana and also



         14  chief counsel for the Department of Natural Resources



         15  and Conservation.



         16            Pursuant to your request, I'd just like to



         17  give you a quick statement about what Ms. Heffner will



         18  testify to.  She will briefly inform the Court about



         19  the regulation.  And let's stop with regulation.



         20  Regulation as in new permitting and grants of changes



         21  to existing water rights under the Montana Water Use



         22  Act for the State of Montana, also the maintenance of



         23  the centralized database for water rights in the state



         24  of Montana maintained by the Department of Natural



         25  Resources and Conservation, and also our enforcement
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          1  responsibilities at the Department of Natural Resources



          2  and Conservation.



          3            SPECIAL MASTER:  Thank you.



          4                     MILLICENT HEFFNER,



          5  having been first duly sworn, testified as follows:



          6                     DIRECT EXAMINATION



          7  BY MS. YATES:



          8       Q.   Ms. Heffner, could you please state your



          9  current business address?



         10       A.   It's 1420 9th Avenue in Helena, Montana.



         11  P.O. Box 201601 -- 1424, excuse me, 9th Avenue.  59620.



         12       Q.   And by whom are you currently employed?



         13       A.   The Department of Natural Resources and



         14  Conservation.



         15       Q.   And sometimes we refer to that agency as the



         16  DNRC; is that correct?



         17       A.   Correct.



         18       Q.   And what is your current position with the



         19  DNRC?



         20       A.   I'm the Water Rights Bureau Chief.



         21       Q.   And could you please describe your



         22  postsecondary education?



         23       A.   I have a bachelor of science in forest



         24  resource management with an emphasis in hydrology.  And



         25  I have some graduate work in natural resource
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          1  management, again with an emphasis in hydrology.



          2       Q.   Have you taken any other courses since your



          3  graduate studies?



          4       A.   I have taken a GIS course and a water



          5  resources course through Helena College of Technology.



          6       Q.   Could you please summarize your work at the



          7  DNRC before becoming the Water Rights Bureau Chief?



          8       A.   In 2005, I started in the Lewistown regional



          9  office as a -- examining claims for the adjudication



         10  program.  And then I became the modernization program



         11  manager in the Water Operations Bureau in Helena



         12  working with FEMA and local communities in updating



         13  their floodplain maps.



         14            Then in 2008, I became the -- a new



         15  appropriations program specialist in the Water Rights



         16  Bureau helping the new appropriations program manager



         17  provide guidance to the regional offices on how to



         18  process, permit, and change applications, in addition



         19  to helping to review the decision documents that were



         20  coming out of the regional offices.



         21            Shortly thereafter, I became the new



         22  appropriations program manager and supervised the new



         23  appropriations program specialists and helped to



         24  develop some of those processes and procedures that the



         25  regional offices would then utilize in order to process
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          1  the permits and change applications.



          2       Q.   And how long have you held your current



          3  position at the DNRC?



          4       A.   Since 2011.



          5       Q.   And are you ever called upon to educate other



          6  individuals about the Montana Water Use Act and DNRC's



          7  requirements?



          8       A.   Yes.  We do education for our regional office



          9  staff in addition to other agencies.  And we've also



         10  conducted educational programs for continuing education



         11  for realtors.  And I have also presented at the annual



         12  Montana Water Law CLE.



         13       Q.   How many times have you been a presenter



         14  there?



         15       A.   Twice.



         16            SPECIAL MASTER:  Just for the reporter, by



         17  the way, I think that's CLE.



         18            THE WITNESS:  Yes.



         19  BY MS. YATES:



         20       Q.   Okay.  Previously, we've had admitted



         21  Exhibit 232, Montana 232, the DNRC organizational



         22  chart.  Where does the Water Rights Bureau fall in the



         23  DNRC organization?



         24       A.   It's within the Water Resources Division.



         25       Q.   Who is your supervisor?
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          1       A.   Tim Davis.



          2       Q.   Could you briefly explain the different



          3  functions of the Water Rights Bureau?



          4       A.   There is the new appropriations program,



          5  which deals with the processing of the permit and



          6  change applications and reviews the decision documents



          7  coming out of the regional offices.



          8            We also have the hearings unit.  And that



          9  unit holds contested case and show cause hearings on



         10  those permit and change applications.



         11            In addition, there is the records unit.  And



         12  that unit is responsible for maintaining the paper



         13  records of all of the water rights.  They make sure



         14  that they have an inventory and know where those files



         15  are located at any given time.  They're also in charge



         16  of scanning all of the images in those paper files and



         17  providing them to the public.



         18            We also do, as I have stated, some public



         19  outreach on -- to various entities.  We look at



         20  enforcement in the sense of illegal uses of water as



         21  Tim Davis previously testified to.  We look at those



         22  cases where someone is using water without a permit or



         23  a change.



         24       Q.   And just to clarify a little bit, we use the



         25  term "change applications" quite a bit.  What do you
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          1  mean by "change application"?



          2       A.   If a person wants to change their point of



          3  diversion, their place of use, their purpose, or their



          4  place of storage, then they have to submit an



          5  application to the DNRC.



          6       Q.   Okay.  And approximately how many files is



          7  the DNRC responsible for maintaining as part of its



          8  water rights records unit in the database?



          9       A.   There are approximately somewhere in the



         10  neighborhood of 450,000 files.



         11       Q.   And what specifically are your duties as



         12  bureau chief?



         13       A.   My duties are supervising the management of



         14  those things that I had just stated in addition to



         15  reviewing the preliminary determinations by the



         16  regional offices on the permit and change applications.



         17            I also draft administrative rules, new and



         18  revised administrative rules.  I assist in drafting



         19  legislation that might be presented by the department,



         20  in addition to helping to review legislation that might



         21  be proposed by other entities.



         22            I also help create and implement guidelines



         23  and policies statewide for the processing of the water



         24  rights.



         25       Q.   And are you also responsible for the general
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          1  budgetary and administration of the unit?



          2       A.   I am.



          3       Q.   Approximately how many staff do you supervise



          4  in Helena either directly or indirectly?



          5       A.   Fourteen total and four direct.



          6       Q.   And are there other staff outside of Helena



          7  that help carry on the functions of the Water Rights



          8  Bureau?



          9       A.   Yeah, as I had alluded to, there are eight



         10  regional offices, and these regional offices process



         11  the permit and change applications.  And we provide the



         12  guidance to those regional offices under which they



         13  operate.



         14       Q.   Okay.  We'll turn briefly to how to obtain a



         15  water right in Montana.  Prior to your testimony,



         16  there's been much discussion about the July 1, 1973,



         17  date.  Why is that date important?



         18       A.   Any water rights that were put to use prior



         19  to July 1, 1973, are -- were required to be filed under



         20  the adjudication process.  Any water rights



         21  post-July 1, 1973, any new use of surface water or



         22  groundwater need to apply to the department in order to



         23  obtain a water right.  They also need to come to the



         24  department if they would like to have a change of use



         25  of their water rights.
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          1       Q.   Can a person divert, impound, or withdraw



          2  water for a beneficial use in the state of Montana



          3  without obtaining a water right from DNRC?



          4       A.   No.



          5       Q.   Okay.  On average, about how many permit



          6  applications has the bureau processed in each of the



          7  last three years?



          8       A.   Approximately 70 per year.



          9       Q.   And on average, about how many change



         10  applications has the bureau processed in the last three



         11  years?



         12       A.   Approximately 40.



         13       Q.   Okay.  And what criteria does DNRC use to



         14  determine whether to issue a beneficial water use



         15  permit?



         16       A.   We use the criteria under 85-2-311 MCA.  And



         17  that criteria -- well, the applicant has to show by a



         18  preponderance of the evidence that the water is



         19  physically available during the period of time they



         20  wish to appropriate.  They have to show that the water



         21  is legally available during the time that they wish to



         22  appropriate.  And they have to show that the water is



         23  going to be beneficially used and that the flow rate



         24  and volume being requested is the amount needed for



         25  that beneficial use.  They have to show that the means
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          1  of diversion are adequate and that they have a



          2  possessory interest in the proposed place of use.



          3       Q.   And how does the burden being on the



          4  applicant to affirmatively prove these criteria compare



          5  to the process that was in place prior to July 1, 1973?



          6       A.   Prior to July 1, 1973, it was prima facie



          7  evidence.  And so -- and post-July 1, 1973, now the



          8  burden is on the applicant.



          9       Q.   How did one obtain a water right prior to



         10  July 1, 1973?



         11       A.   As Tim testified, they could just simply put



         12  the water to use as use right, or they could file with



         13  the courthouse.



         14       Q.   And was there any central authority that



         15  granted water rights at that time?



         16       A.   No, there was not.



         17       Q.   And if someone was injured, let's say, by a



         18  filed right that had been put into practice, what was



         19  their recourse?



         20       A.   District court.



         21       Q.   All right.  Could you please explain the



         22  actual process that an applicant has to go through when



         23  they would like to obtain a water right from the



         24  Department of Natural Resources and Conservation?



         25       A.   An applicant would file an application.  And
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          1  once the application has been filed, the department



          2  will look at that application to determine whether it's



          3  correct and complete.  In other words, is there enough



          4  information provided on that application for the



          5  department to do a technical analysis of the proposed



          6  use.



          7            Once the application is deemed correct and



          8  complete, then the department will look at the criteria



          9  and do an analysis of the criteria and draft a



         10  preliminary determination document and preliminarily



         11  determine whether to deny the application or grant the



         12  application.  If the department -- that decision



         13  document comes to the central office where myself and



         14  my staff will review that document to ensure that it is



         15  consistent with statute administrative rule and other



         16  decisions that have been issued across the state.



         17            If it is a preliminary determination to



         18  grant, that application will be publicly noticed.  And



         19  then if there are no objections, the preliminary



         20  determination will be adopted as the final order, and



         21  the water right will be issued.



         22            If there is an objection to the preliminary



         23  determination, then the department will hold a



         24  contested case hearing, and then the hearings examiner



         25  will issue a final order.
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          1            After that final order has been issued, then



          2  that could be appealed to district court.



          3            If the preliminary determination is to deny,



          4  the department will hold a show cause hearing.  And



          5  then the hearings examiner will issue a final order.



          6  If the final order is to grant, then it will proceed



          7  through the public notice process.



          8       Q.   Ms. Heffner, I'm holding up a book entitled



          9  Water Rights In Montana; are you familiar with this



         10  document?



         11       A.   I am.



         12       Q.   It's already been admitted as M230.  The date



         13  on the document is April 2012.  Were you Water Rights



         14  Bureau Chief at that time?



         15       A.   I was.



         16       Q.   Is the process that you just described



         17  contained within this manual?



         18       A.   It is.



         19       Q.   Could you please turn to Exhibit M553?  And



         20  do you recognize this document?



         21       A.   I do.



         22       Q.   And what is it?



         23       A.   It is an application for beneficial water use



         24  permit for surface water.



         25       Q.   Was it prepared by DNRC?
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          1       A.   It was.



          2       Q.   And it was prepared under your direction?



          3       A.   It was.



          4       Q.   And is this version of the document



          5  substantially as it exists today?



          6       A.   Yes.  There might be some minor changes, but



          7  yes.



          8       Q.   And is this document available on the DNRC



          9  website?



         10       A.   It is.



         11       Q.   Could you briefly describe what this document



         12  contains?



         13       A.   It contains information the applicant needs



         14  to provide in order for us to look at the criteria.  So



         15  it asks for the flow rate and volume that's being



         16  requested.  And it asks for, you know, some physical



         17  availability information.  If there's not a USGS gauge



         18  station, then we ask them to submit measurements.  It



         19  asks for what their plan is not to create an adverse



         20  effect.  It asks for diversion means information so



         21  that we can make a determination of adequacy.  And it



         22  also asks why the flow rate and volume is being



         23  requested so that we can determine whether that's



         24  needed for the beneficial use.



         25            MS. YATES:  Your Honor, I move for admission
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          1  of Exhibit Montana 553.



          2            SPECIAL MASTER:  Okay.  Thank you, Mr. Kaste.



          3  So --



          4            THE REPORTER:  I didn't hear what you said.



          5            MR. KASTE:  I said, no objection.



          6            SPECIAL MASTER:  Then he said, "Your Honor,"



          7  I think.



          8            So Exhibit M553 is admitted into evidence.



          9                      (Exhibit M553 admitted.)



         10  BY MS. YATES:



         11       Q.   Ms. Heffner, just for clarification, are



         12  there additional documents that can be filed with M553,



         13  the application?



         14       A.   Yes.  This is just a base application, I



         15  guess you could say.  We have addenda that we have for



         16  each type of application so that we can tailor the



         17  application to the specific item that's being



         18  requested.



         19       Q.   And are those addenda available on the DNRC



         20  website?



         21       A.   They are.



         22       Q.   What factors does DNRC examine in determining



         23  whether a surface water applicant for a beneficial



         24  water use permit has proven lack of adverse effect to



         25  other appropriators?
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          1       A.   First what we're going to look at is legal



          2  availability of the surface water source.  And how we



          3  do that is we'll look at a comparison of the legal



          4  demands on the source in comparison to the physical



          5  availability and the source of supply.



          6            Then we're going to look at what the



          7  applicant's plan is not to create an adverse effect.



          8  And that could include -- that does include in times of



          9  water shortage.  So even though water may be legally



         10  available, they have to have a plan to be able to honor



         11  a call in case of a water shortage.



         12       Q.   Does DNRC follow a similar process in



         13  criteria for processing an application for a



         14  groundwater beneficial use permit?



         15       A.   It is a similar process.  However, we do look



         16  at -- in addition to the legal availability of the



         17  groundwater, we also look at the connectivity to



         18  surface water and any effects that that groundwater



         19  appropriation may have on surface water.  And we will



         20  look at induced infiltration.  In other words, is the



         21  well directly causing surface water to be pumped?  Or



         22  we also look at prestream capture, water that would



         23  otherwise get to the source as if being captured by



         24  that cone of depression prior to being able to reach



         25  the source.
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          1            And then we would look at what that amount is



          2  being depleted from the surface water source and



          3  whether that would create an adverse effect.



          4       Q.   Is there additional information that needs to



          5  be filed with a groundwater application?



          6       A.   In a closed basin, the applicant is required



          7  to provide information obtained through a hydrogeologic



          8  assessment which looks at the aquifer properties and



          9  looks at the depletion to surface water sources.



         10            In open basins, that is analysis that the



         11  department does.



         12       Q.   And is the requirement for the hydrogeologic



         13  assessment, is that statutory?



         14       A.   It is statutory.



         15       Q.   Do you happen to know which statutes those



         16  are?



         17       A.   It is 85-2-360, 361 MCA.



         18       Q.   And so in both open and closed basins, does



         19  the department conduct the same kind of analysis with



         20  the groundwater, surface water interaction?



         21       A.   It does.



         22       Q.   Could you please turn to what's been marked



         23  as M554?  Do you recognize this document?



         24       A.   I do.



         25       Q.   What is it?
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          1       A.   It is a groundwater application for



          2  beneficial use permit.



          3       Q.   Was it prepared by DNRC?



          4       A.   It was.



          5       Q.   Was it prepared under your direction?



          6       A.   It was.



          7            MS. YATES:  Your Honor, I move for admission



          8  of M554.



          9            MR. KASTE:  No objection.



         10            SPECIAL MASTER:  Okay.  Then Exhibit 554 is



         11  admitted into evidence.



         12                      (Exhibit M554 admitted.)



         13            SPECIAL MASTER:  Let me just stop you here,



         14  and this might be a good time to take a break.  But I'm



         15  also thinking, looking ahead and assuming you're



         16  planning on also introducing M555 and M556.



         17            Mr. Kaste, just to save some questions --



         18            MR. KASTE:  No objection.



         19            SPECIAL MASTER:  Okay.  So why don't we go



         20  ahead, then.  We will admit both M555 and 556 into



         21  evidence, which does not mean, Ms. Yates, that you



         22  can't ask relevant questions regarding those documents.



         23  But you don't need to worry about Mr. Kaste or setting



         24  a foundation for these particular documents.  They will



         25  be admitted into evidence.  So, again, hopefully that
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          1  will save a few minutes at least.



          2                      (Exhibits M555 and M556



          3                      admitted.)



          4            MS. YATES:  Thank you, Your Honor.  I see



          5  that it's 12:15.



          6            SPECIAL MASTER:  That's what I'm thinking.



          7  So why don't we take a break now, and then we will come



          8  back at 1:15 this afternoon.  So everyone can again



          9  stay seated.  Thank you.



         10                      (Recess taken 12:16 to 1:20



         11                      p.m., October 21, 2013)



         12            SPECIAL MASTER:  You can be seated.



         13            Okay.  Ms. Heffner, I hope you enjoyed your



         14  lunch.  And you understand you're still under oath?



         15            THE WITNESS:  Yes.



         16            SPECIAL MASTER:  Thank you.  You can proceed.



         17            MS. YATES:  Thank you, Your Honor.



         18  BY MS. YATES:



         19       Q.   I believe where we left off before lunchtime



         20  was Exhibit M554, which is the application for



         21  groundwater beneficial water use permit.  Ms. Heffner,



         22  do you have that in front of you?



         23       A.   I do.



         24       Q.   Could you briefly describe the kinds of



         25  information that this form requests?
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          1       A.   It's similarly to the surface water



          2  application.  We ask for the flow rate and volume being



          3  requested and why that amount's needed for the purpose.



          4  We look at -- we ask for information on physical



          5  groundwater availability by means of an aquifer test



          6  report.  We look for diversion means information.  And



          7  we ask for what their plan is not to create an adverse



          8  effect.



          9       Q.   Ms. Heffner, I see on this application that



         10  there are also a list -- there's also a list of



         11  addendums.  Could you briefly explain those?



         12       A.   Yes.  One's the -- the first addendum here is



         13  the aquifer testing report.  And administrative rule



         14  requires that an aquifer test be conducted.  And the



         15  results of that test are to be reported in that aquifer



         16  test addendum.  There's also a reservoir addendum which



         17  asks for information on the reservoir regarding the



         18  capacity information of that nature.



         19            If the groundwater appropriation is in a



         20  closed basin, we'll ask for a basin closure addendum to



         21  be completed.  And if it's the Yellowstone control



         22  groundwater area, we'll also ask that a separate



         23  addendum be completed.



         24       Q.   And does DNRC also have administrative rules



         25  that apply to the permit application process?
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          1       A.   Yes, we do.



          2       Q.   What factors does DNRC look at when they're



          3  trying to determine whether or not an applicant for a



          4  groundwater beneficial use permit has proven lack of



          5  adverse effect to other appropriators?



          6       A.   The primary thing we look at is their plan.



          7  And as I alluded -- as I spoke about earlier, their



          8  plan has to include any adverse effect, potential



          9  adverse effect to both groundwater, other groundwater



         10  appropriators and surface water appropriators.  And



         11  typically, what we'll see with depletions to surface



         12  water is a mitigation plan not to create an adverse



         13  effect.  And most of that mitigation plan would have to



         14  be in the form of the same rate, timing, location, and



         15  duration of that depletion.  For example, an applicant



         16  could propose to retire acres if the depletion were



         17  going to be seasonal in order to offset that depletion.



         18  So they'll retire a consumptive use in order to



         19  mitigate for a new consumptive use.



         20            Many times, those plans have to take into



         21  account that because of the delay in the timing of a



         22  groundwater appropriation, most of the time, even



         23  though the appropriation may be for -- maybe April



         24  through October, the depletions are likely going to



         25  occur year-round.  So their plan is going to have to
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          1  be -- accommodate for that year-round depletion as



          2  well.



          3       Q.   How do you determine whether or not an



          4  applicant needs to have a mitigation plan?



          5       A.   We would do a net depletion analysis.  In



          6  other words, we would look at whether there was a



          7  depletion to that surface water source.  And that



          8  analysis is typically done by our groundwater



          9  hydrologist and the Water Management Bureau using the



         10  aquifer properties that are determined from that



         11  aquifer test that has been submitted by the applicant.



         12       Q.   Do you also look at legal availability of the



         13  surface water?



         14       A.   Yes.



         15       Q.   And could you explain how that works with the



         16  depletion?



         17       A.   What we would do is we would look at, again,



         18  with the surface water -- as with the surface water



         19  application, you look at the legal demands on the



         20  source.  In this case, you would look at the legal



         21  demands in the area where the depletion would be



         22  occurring.  And then you would compare that with the



         23  water that's physically available.  And then you would



         24  determine whether there's enough water available to



         25  accommodate for that depletion.
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          1            And if there is not, then they have to have a



          2  plan not to create an adverse effect due to the



          3  additional depletion that does not have water



          4  availability.



          5       Q.   And would you also go through this process



          6  for aquifers that are not diluvial?



          7       A.   Yes.  This is for any aquifers we look at.



          8  Because although it may not be immediately connected,



          9  it is connected at some point in time.  And so we would



         10  look at the depletion there as well, yes.



         11       Q.   So are applicants required to make --



         12  assuming any adverse effect, required to mitigate only



         13  depletions that are measurable?



         14       A.   No.  They also have to -- as long as it's



         15  calculable, they have to have a plan for that



         16  depletion.



         17       Q.   And the mitigation plan would address what



         18  kinds of characteristics about the depletion?



         19       A.   It would, again, have to be -- it would have



         20  to accommodate for the same rate, timing, and location



         21  that the depletion was occurring.



         22       Q.   Okay.



         23       A.   And the amount.



         24       Q.   How does DNRC determine whether or not a



         25  groundwater source and a surface water source are
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          1  hydrologically connected?



          2       A.   The aquifer test report is used by our



          3  groundwater hydrologists, who determine the aquifer



          4  properties.  And then they do an analysis to determine



          5  the amount of prestream capture that would be occurring



          6  and any induced infiltration that would be occurring



          7  and in what sources that -- source or sources that



          8  depletion might occur, because the depletion may not



          9  manifest just in one source.  The depletion may



         10  manifest in multiple sources.



         11       Q.   And could an applicant be required to



         12  mitigate in those multiple sources?



         13       A.   Yes.



         14       Q.   In your experience in reviewing permit



         15  applications, is most groundwater connected to surface



         16  water?



         17       A.   Typically there is a connection.



         18       Q.   Now that we're finished talking about



         19  permits, I'd like to ask you a few questions about



         20  whether there are any exceptions to the process.



         21       A.   There are a few exceptions to the permitting



         22  process.  The most common is the notice of completion.



         23  And that is the groundwater appropriation for



         24  35 gallons per minute not to exceed 10 acre-feet.  And



         25  that comes into the department after the water has been
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          1  put to use in a permitting process.  You have to come



          2  to the department prior to putting the water to use



          3  under this exception; that would come in after.



          4       Q.   And in -- what do you call that kind of water



          5  right?



          6       A.   That's a certificate and notice of a



          7  completion.



          8       Q.   Okay.  Are there other exceptions to the



          9  permitting process?



         10       A.   There is a stock water surface water permit.



         11  And that exception is for stock water that has a



         12  maximum appropriation of 30 acre-feet with a reservoir



         13  capacity that does not exceed 15 acre-feet.  It has to



         14  be on a nonperennial source and accessible by 40 acres



         15  or more.



         16       Q.   And are there other exceptions as well?



         17       A.   There is a geothermal exception that is also



         18  a notice of completion.  And there is a fire exception.



         19       Q.   And if one were to look for these in the



         20  Montana Code Annotated, where would they find them?



         21       A.   They would find them in 85-2-306.



         22       Q.   Let's talk about the stock pit exception just



         23  briefly.  As you mentioned, it's for less than 30



         24  acre-feet with a capacity of less than 15 acre-feet.



         25  Under this exception, is a volume appropriated limited
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          1  to the actual capacity of the reservoir built?



          2       A.   No, it's not.



          3       Q.   So, for example, if someone built a reservoir



          4  that was 6 acre-feet, how much water could they



          5  appropriate under this exception?



          6       A.   Thirty acre-feet.



          7       Q.   And if they had a capacity of 10 acre-feet,



          8  how much water could they appropriate?



          9       A.   Up to 30 acre-feet.



         10       Q.   Could someone come in for a new permit which



         11  would include storage with greater than one fill of the



         12  capacity of the storage?



         13       A.   Yes.



         14       Q.   Under what conditions could they do that?



         15       A.   We would -- what the department would be



         16  looking at is the amount, the volume that would be



         17  needed for their beneficial use.  So if that beneficial



         18  use is -- amount is greater than the capacity, then



         19  that is what would be granted.



         20       Q.   Would that be consistent with your



         21  understanding of all permitting since July 1, 1973?



         22       A.   Yes.



         23       Q.   We're going to turn right now to change



         24  applications.  Does the Water Rights Bureau also



         25  process change applications?





                          Bray Reporting (406) 670-9533

�                                                                   614



                                MILLICENT HEFFNER - October 21, 2013

                                     Direct Examination by Ms. Yates





          1       A.   Yes.



          2       Q.   And, again, we've talked briefly about change



          3  applications, but just for a reminder, what are change



          4  applications?



          5       A.   If a water user wants to change their point



          6  of diversion, their place of use, their purpose, or



          7  their place of storage, they need to apply to the



          8  department to do so.



          9       Q.   And if they wanted to add storage, would they



         10  also have to come in for a change?



         11       A.   Yes.



         12       Q.   What criteria does DNRC apply to determine



         13  whether or not a change application should be granted?



         14       A.   We look at the criteria under 85-2-402



         15  Montana Code Annotated.  And, again, the applicant has



         16  to show, by a preponderance of the evidence, the



         17  criteria which are a lack of adverse effect to both



         18  senior and junior users on the source.  They have to



         19  show that the water is a beneficial use and that the



         20  flow rate and volume is needed for the purpose,



         21  diversion means are adequate, and that there is a



         22  possessory interest in the place of use where the water



         23  is being proposed to use.



         24       Q.   Could you please explain how DNRC would



         25  process an application for a change?
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          1       A.   It would be similar to permit application, in



          2  that we would receive the application and look for --



          3  look at whether the application is correct and



          4  complete.  Do we have all the information needed in



          5  order to review it for the criteria?  Once it's deemed



          6  correct and complete, then we would go through the rest



          7  of the process as stated under the permit.  Do you want



          8  me to go through all of that?



          9       Q.   I think you're fine.



         10       A.   Okay.



         11       Q.   I will just ask you if those decisions, those



         12  draft decisions come to the central office for review



         13  before they're issued?



         14       A.   Yes.



         15       Q.   Why does DNRC look at adverse effect to



         16  junior as well as senior appropriators?



         17       A.   The reason that the department looks at



         18  adverse effect both to junior and senior water users is



         19  because an appropriator has a right to the stream



         20  conditions as it was substantially when they came on.



         21       Q.   And what factors does DNRC examine when it's



         22  determining whether or not an applicant has proven lack



         23  of adverse effect to both senior and junior



         24  appropriators?



         25       A.   The first thing, and probably the most
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          1  important thing, we look at is the historic use, how



          2  that water right was historically beneficially used.



          3  And the information that we look at when determining



          4  that is -- and one of the questions we ask on the form



          5  is how have you historically used that water from the



          6  point of diversion all the way to the place of use?  So



          7  we look at how it was diverted, how it was sent through



          8  the conveyance facilities, and then how it was used.



          9            For example, with irrigation, did they divert



         10  that water 24/7, or did they have to stop diverting at



         11  certain times of the irrigation season in order to hay?



         12            So we do look at that pattern of use.  It is



         13  important in determining what the volume is for that



         14  water right.  In many instances, that may not be --



         15  have a number assigned to it through the adjudication



         16  process.  So we have to look at what that historic



         17  diverted volume was.



         18            And then what we look at is what the historic



         19  consumptive use of that water right was.  So we'll look



         20  at the purpose and how they use that water to determine



         21  an amount.  For irrigation, we do have some consumptive



         22  rules that we would apply if an applicant doesn't have



         23  additional information.  And then we take that



         24  information for the diverted volume and the consumptive



         25  volume and the pattern of use and look at the rate,
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          1  timing, and location of the historic return flows.



          2            Once we have that information, we'll compare



          3  it to what the new use is and see whether there is a



          4  change in that rate, timing, and location of return



          5  flows based on what their proposed change is and



          6  whether that change will create an adverse effect.  In



          7  other words, is there reduced return flow somewhere



          8  that other users have been reliant on historically?



          9            And that could be due to increased



         10  consumption.  That could be due to a change in the



         11  pattern of use.  That could be due to completely -- to



         12  moving downstream of other users so that there is no



         13  return flow in that stretch anymore where it



         14  historically was.  And that could lead to additional



         15  call on the source and this adverse effect.



         16       Q.   Could you, for example, walk us through the



         17  elements that you just discussed in a potential change



         18  from flood irrigation, and you're changing the place of



         19  use and you're going to use sprinkler irrigation?



         20       A.   So if -- typically, for flood irrigation --



         21  and a lot of this is source specific too.  For example,



         22  if water was only available from April through July and



         23  you needed a certain head of water to get through your



         24  ditch, and you're now going to sprinkler irrigation --



         25            THE REPORTER:  Excuse me.  I'm sorry.  My
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          1  machine froze up again.  Okay, so "...and you're now



          2  going to sprinkler irrigation..."



          3            THE WITNESS:  And you're now proposing to



          4  change to flood irrigation -- or to sprinkler



          5  irrigation.  Generally, with sprinkler irrigation, you



          6  don't have to divert as much, particularly if you're



          7  going to be using a pump.  And so you're going to be



          8  diverting less earlier in the season.  And while you



          9  may not exceed that overall seasonal volume, you're



         10  going to be able to potentially divert it further down



         11  in the season, because you don't need as much head of



         12  water.  You can take it with that pump a lot longer



         13  than you could with that headgate.  So we would look at



         14  things like that.



         15            In addition, because sprinkler irrigation is



         16  more efficient, it's likely that you're going to be



         17  consuming more if you're proposing to irrigate the same



         18  amount of acres.  So we would be looking at that as



         19  well.



         20  BY MS. YATES:



         21       Q.   And why is historic use important as part of



         22  the analysis in a change proceeding?



         23       A.   Because that shows the perfection of your



         24  water right, how that water right was perfected.



         25       Q.   And I realize that you went over this
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          1  slightly in the example that I gave you.  But what



          2  kinds of changes could be an adverse effect to other



          3  appropriators?



          4       A.   Increase in consumption, for example, flood



          5  to sprinkler.  Changing from upstream to downstream,



          6  where water might be more available so that you're



          7  capable of diverting water longer and you, perhaps,



          8  have people that you could call now that you couldn't



          9  previously call.  That could be an adverse effect.



         10       Q.   And would changing the timing of the amount



         11  of diversion as part of a change, could that also be an



         12  adverse effect?



         13       A.   Yes.  Because that could potentially change



         14  the rate timing and return of flows as well.



         15       Q.   Even if that were within the period of



         16  diversion stated on the water right?



         17       A.   Yes.



         18       Q.   So if someone proposed to change the pattern



         19  of use of their water right as part of the change



         20  proceeding, and this change could decrease flows



         21  available to other appropriators, even a junior, would



         22  DNRC grant that change absent a plan to address adverse



         23  effect?



         24       A.   The only way that we would grant that is if



         25  they had a plan to not create an adverse effect.  If
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          1  there was no plan, then, no, we would not grant that.



          2       Q.   To your knowledge, is there any exception to



          3  the principle of looking at return flows as part of the



          4  a change application?



          5       A.   It is my understanding that State Water



          6  Projects has a special provision for that.



          7       Q.   And is the change process also briefly



          8  described in the Exhibit M230, water rights in Montana,



          9  previously admitted?



         10       A.   Yes.



         11       Q.   Could you please take out Exhibit M555 that's



         12  previously been admitted?  And what is this?



         13       A.   This is an application to change an existing



         14  irrigation water right.



         15       Q.   And could you briefly describe the kinds of



         16  information the DNRC requests?



         17       A.   We are asking for, again, the flow rate and



         18  volume being requested and why that amount is needed.



         19  And we are asking for historic use information so that



         20  we can get at that historic pattern of use, what the



         21  diverted volume is, and what the consumptive volume is



         22  and what their plan is not to create an adverse effect.



         23       Q.   And as with the other applications that we've



         24  examined today, are there also addenda that may go with



         25  this application?
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          1       A.   Yes.



          2       Q.   And do you recall what those addenda might



          3  be?



          4       A.   There are some listed on the front of the



          5  application form.  And some of those include historic



          6  water use addendum.  So if an applicant doesn't want to



          7  use the consumptive use amounts that are given in our



          8  administrative rule but would like to argue for an



          9  amount greater, they can provide Billings' historic use



         10  information in that addendum.  There's also a change to



         11  instream flow addendum, a change in purpose addendum,



         12  salvage water addendum.  And then we also have a



         13  provision for a temporary change.  So there would be a



         14  separate addendum for that as well.



         15       Q.   Is the application and are the addenda



         16  available on the department's website?



         17       A.   Yes.



         18       Q.   Could you please take out what's been marked



         19  Montana Exhibit 556, previously admitted?  What is this



         20  document?



         21       A.   This is an application to change an existing



         22  nonirrigation water right.



         23       Q.   Could you briefly describe any differences in



         24  this application from the other application we just



         25  discussed?
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          1       A.   No.  This is all similar-based information



          2  that the department would ask.



          3       Q.   And it would, perhaps, contain the same



          4  addenda as Exhibit M555?



          5       A.   It would, yes.



          6       Q.   And we've briefly discussed the Department of



          7  Natural Resources and Conservation permitting and



          8  change procedures and criteria; do these apply



          9  statewide?



         10       A.   Yes.



         11       Q.   Would they apply in the Tongue River Basin?



         12       A.   Yes.



         13       Q.   Are there any special rules regarding



         14  permitting or change applications that would be applied



         15  in the Tongue River Basin?



         16       A.   No special rules, no.



         17       Q.   Let's talk a little bit about storage.  That



         18  seems to be the hot topic today.  Does DNRC consider



         19  storage of water a beneficial use in Montana?



         20       A.   In and of itself, storage is not a beneficial



         21  use.



         22       Q.   Would DNRC ever issue a beneficial water use



         23  permit just for storage, something called a storage



         24  right?



         25       A.   No.
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          1       Q.   And what kinds of beneficial uses could a



          2  storage reservoir -- water stored in a storage



          3  reservoir be used for?



          4       A.   It could be used for any number of purposes.



          5  It could be used for irrigation.  It could be used for



          6  industrial.  It could be used for marketing.



          7  Municipal.  It could be used for any number of



          8  purposes.



          9       Q.   And when you say "marketing," do you also



         10  mean sale?



         11       A.   Yes.



         12       Q.   Could it also be stored for recreation?



         13       A.   Yes.



         14       Q.   Ms. Heffner, have you ever heard of anything



         15  called the one-fill rule?



         16       A.   I have heard of it, but I'm not familiar with



         17  it.



         18       Q.   Okay.  I'm going to describe to you what I



         19  understand to be the one-fill rule.  So if you'll just



         20  bear with me.



         21       A.   Okay.



         22       Q.   You're allowed to fill to capacity of your



         23  reservoir.  There's no accounting for evaporation.  So



         24  there's no water right that would cover the evaporation



         25  from the reservoir.  And to the extent that you don't





                          Bray Reporting (406) 670-9533

�                                                                   624



                                MILLICENT HEFFNER - October 21, 2013

                                     Direct Examination by Ms. Yates





          1  store every day that water is not called downstream, to



          2  a downstream water right, the water not stored is



          3  counted against that capacity volume for your water



          4  right for the year.



          5            In your experience, does Montana have



          6  anything that resembles this rule?



          7       A.   No.



          8       Q.   Does DNRC require off-stream reservoir



          9  storing water for beneficial use without a permit?



         10       A.   Yes.



         11       Q.   Do they require onstream reservoirs storing



         12  water for a beneficial use to have a permit?



         13       A.   Yes.



         14       Q.   And what is the difference between those, if



         15  they were to be permitted?



         16       A.   The only difference would be that an onstream



         17  reservoir would not be designated a flow rate, whereas



         18  an off-stream reservoir would.



         19       Q.   Is that standard?



         20       A.   Yes.



         21       Q.   When someone applies to DNRC for a new



         22  permit, including storage, are there any standard



         23  volumes placed on the storage component of the right?



         24       A.   There are no standards.  That volume is



         25  determined by the beneficial use.





                          Bray Reporting (406) 670-9533

�                                                                   625



                                MILLICENT HEFFNER - October 21, 2013

                                     Direct Examination by Ms. Yates





          1       Q.   Would Department of Natural Resources and



          2  Conservation allow carryover storage for the storage



          3  component of a new water right?



          4       A.   Yes.



          5       Q.   What is your understanding of the term



          6  "carryover storage"?



          7       A.   It would be an amount that would be stored in



          8  one year in order to offset a lack, perhaps, in the



          9  next year.



         10       Q.   And are you aware of DNRC ever conditioning



         11  the permit such that carryover storage would count



         12  against an appropriator for their next water year's



         13  fill?



         14       A.   No.



         15       Q.   Does DNRC allow a new appropriator to



         16  appropriate water that would cover evaporation of the



         17  storage component of a water right?



         18       A.   Evaporation has to be included.  That goes



         19  towards the beneficial use component.



         20       Q.   To your knowledge, has DNRC ever required as



         21  a condition of a permit that the permittee divert water



         22  into storage every day under their period of diversion



         23  until the storage reservoir is full?



         24       A.   No.



         25       Q.   To your knowledge, has the department ever
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          1  conditioned a permit to require permittee to store



          2  water every day when water is physically and legally



          3  available?



          4       A.   No.



          5       Q.   Now I'm going to turn to the centralized



          6  database, which is also a function the Water Rights



          7  Bureau.  Could you briefly explain what the database is



          8  when we talk about the centralized database?



          9       A.   The database is a digital reflection of all



         10  of the paper water rights that the department has on



         11  file.  And it tracks the ownership and all of the



         12  elements of that water right that would be reflected in



         13  the paper file.



         14       Q.   And what kinds of water rights would be found



         15  in the database?



         16       A.   Statements of claim of permits, certificates



         17  of water right, any type of water right that would be



         18  on file with the department.



         19       Q.   And when you say "statements of claim," are



         20  those the water rights reflected in the statewide



         21  adjudication for pre-July 1, 1973?  What are statements



         22  of claim?



         23       A.   Statements of claim are water rights that



         24  were filed in the adjudication pre-July 1, 1973.



         25       Q.   And would the database also include what are
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          1  "water reservation"?



          2       A.   Yes.



          3       Q.   Briefly, what's a water reservation?



          4       A.   A water reservation is a provision in statute



          5  that allowed for a public entity to reserve water for a



          6  current or future need.  And we have water reservations



          7  for Fish, Wildlife and Parks, for local conservation



          8  districts, for municipalities.



          9       Q.   And does the database also include what we



         10  called "compact rights"?



         11       A.   Yes.



         12       Q.   What are compact rights?



         13       A.   Those are water rights that are determined



         14  through compacts, either through -- with the federal



         15  government or with the tribes.



         16       Q.   And does the centralized database also



         17  include change applications granted by the department?



         18       A.   It does.



         19       Q.   And is the database periodically updated to



         20  reflect water court activity?



         21       A.   Yes.



         22       Q.   And could you explain that just a little bit?



         23       A.   Typically, what occurs in that process, when



         24  the water court may adjust any element of the water



         25  right, they'll send that information to the department.
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          1  And then the department will reflect that.  And the



          2  database will update that information.



          3       Q.   So generally, if one were to pull up a water



          4  right in the centralized database, it would reflect the



          5  current water court activity on the water right



          6  adjudication; is that correct?



          7       A.   Yes.



          8       Q.   And so does the database contain all the



          9  water rights in Montana?



         10       A.   It contains all the water rights with the



         11  exception of those claims that were exempt from the



         12  filing process that Tim had talked about earlier.



         13  Those are the stock direct from source and domestic



         14  direct from source and then the groundwater for



         15  domestic and stock.



         16       Q.   Okay.  Now I'm going to turn to the



         17  department's enforcement responsibilities.  Could you



         18  briefly explain what kind of enforcement the department



         19  carries on?



         20       A.   The Water Rights Bureau will look at



         21  enforcement with respect to illegal uses of water.  In



         22  other words, there is no permit or no change, and there



         23  should be.



         24       Q.   And what is the typical process that brings



         25  enforcement into play before the department?
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          1       A.   Typically the department will receive a water



          2  use complaint.  And once a complaint is received in the



          3  regional office, they will go out and do an



          4  investigation of that complaint to determine whether



          5  there is, in fact, a violation of the Water Use Act.



          6            Most of the time, there is voluntary



          7  compliance.  So if there is a violation, generally what



          8  we do is we work with that individual to help them file



          9  the appropriate form, whether it's a change



         10  authorization or a permit or even a certificate of



         11  water right.



         12            If they don't voluntarily comply, which is --



         13  has been relatively rare, then that could proceed on to



         14  a court action.



         15       Q.   And has the department taken individuals to



         16  court to enjoin illegal use of water?



         17       A.   Yes.



         18       Q.   Has that occurred where someone has, let's



         19  say, impounded water onstream or beneficial use without



         20  a permit?  Did the department go in and seek an



         21  injunction in that case?



         22       A.   Possibly.  I don't -- yes.  I was -- which



         23  case are you referring to?



         24       Q.   The Bowman case.



         25       A.   Yes.  Yes.





                          Bray Reporting (406) 670-9533

�                                                                   630



                                 MILLICENT HEFFNER - October 21,2013

                                   Examination by the Special Master





          1       Q.   So the department has been successful in



          2  joining onstream ponds that did not have a water use



          3  permit?



          4       A.   Yes.



          5       Q.   And has the department also gone in to



          6  enforce the change process where an individual was



          7  using water without obtaining the required change



          8  authorization from the department?



          9       A.   Yes.



         10       Q.   Does DNRC, by practice, get involved in



         11  disputes with water users who have pre-July 1, 1973,



         12  water rights?



         13       A.   No, we don't get involved with water rights



         14  distribution pre-July 1, 1973, no.



         15       Q.   Typically what do we advise water users in



         16  that case?



         17       A.   To work with the water court.



         18            MS. YATES:  Your Honor, I have no further



         19  questions.



         20            SPECIAL MASTER:  Okay.  Thank you very much.



         21  So, Ms. Yates, I'm going to have just a couple of



         22  questions for Ms. Heffner.



         23                        EXAMINATION



         24  BY SPECIAL MASTER:



         25       Q.   Again, just clarifying.  Let's start out
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          1  again talking about water that is going to be stored.



          2  So first of all, just to make clear, if you want to



          3  store the water that you will be using, then you need



          4  to not only submit the basic claim for a new



          5  appropriation, but also the addendum?



          6       A.   Correct.



          7       Q.   And can you tell me what type of information



          8  is asked for in the addendum?



          9       A.   The majority of the information goes to the



         10  capacity and also the diversion works that we're going



         11  to be looking at.  You know, is there a spillway?  What



         12  kind of information?  Just basic information about the



         13  reservoir.



         14            It doesn't -- the beneficial use information



         15  is separate in the base application.  So really we're



         16  just looking for technical information on the



         17  reservoir.



         18       Q.   And if I understood your testimony earlier,



         19  when you have reviewed an application for a new permit



         20  that's going to involve storage, then when -- if and



         21  when you grant the application, issue a permit, it will



         22  tell you how much water you can actually use for your



         23  beneficial use; is that correct?



         24       A.   Yes.  There will be a maximum volume



         25  diverted, and there will also be what we call a
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          1  reservoir record.  And so that will tell you what the



          2  capacity of that reservoir is.  And that went from the



          3  volume diverted.



          4       Q.   Okay.  So it lists the volume that can be



          5  diverted in total?



          6       A.   Uh-huh.  Well, there are two separate fields



          7  on the abstract.  You'll have the maximum diverted



          8  volume, which is on all water rights.  And then for



          9  those water rights that have a reservoir, there will



         10  also be a reservoir record which lists the capacity of



         11  the reservoir.



         12       Q.   And the maximum that you can divert in a



         13  year, is that the maximum amount you can divert to put



         14  in the reservoir, or is it the maximum amount that you



         15  can divert from the reservoir for use?



         16       A.   That's the maximum amount you can divert from



         17  the reservoir for use.



         18       Q.   Okay.



         19       A.   So that's your beneficial use, yeah.



         20       Q.   And that is on a yearly basis?



         21       A.   Yes.



         22       Q.   Okay.  And in your typical permit, are there



         23  any specific restrictions, other than what we've



         24  already talked about, as to how you can go about



         25  actually storing the water?  So in other words, are
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          1  there limits on when you can store the water or how



          2  much you can divert for -- at any particular point in



          3  time for your storage?



          4       A.   That would go toward the legal demand



          5  criteria.  So there are times when water isn't legally



          6  available to store.  Then there may be a condition on



          7  the permit stating you can only store during this time.



          8  But that would go towards the statutory criteria.



          9       Q.   Okay.  And so if -- assume that there is



         10  available water to appropriate year-round at the



         11  moment, then if there is legally still water available



         12  for appropriation, that type of restriction would not



         13  be found?



         14       A.   Correct.  You could store any time during



         15  that period of diversion listed on your water right.



         16       Q.   Okay.  And if you are -- so let's assume you



         17  normally divert in January and February.  If you want



         18  to now begin diverting in March and April instead, do



         19  you have to come in for a change?



         20       A.   That would not require a change.  However, if



         21  that change in pattern results in an adverse effect to



         22  other users, those other users could still make a claim



         23  at district court of adverse effect.



         24       Q.   Okay.  And then looking at the stock water



         25  surface exception.  So as I understand it, you do not
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          1  have to apply for a permit for using water for stock



          2  water purposes if they fall within the confines of that



          3  exception?



          4       A.   Right.  You do have to apply for a permit,



          5  but it's not until after it's done.  And then the



          6  department shall issue.  So as long as it meets the 30



          7  acre-feet and the 15 acre-feet capacity and the 40



          8  acre -- you know, as long as it meets all of those,



          9  then the department shall issue.  And that's -- it's



         10  typically submitted again to the department after the



         11  impoundment is put in place.



         12       Q.   So in that sense, it's just like the



         13  groundwater process for small groundwater?



         14       A.   Yes.



         15       Q.   And I know that earlier there were



         16  discussions of -- not while you were on the stand, but



         17  there were discussions of stock water exceptions in



         18  adjudication.  Do you know whether or not we're talking



         19  about two different things here?



         20       A.   They would be two different things.



         21       Q.   Okay.  Thanks.  And you do not handle any of



         22  the adjudication process?



         23       A.   I do not.



         24       Q.   Okay.  In terms of when you are reviewing



         25  applications for groundwater permits, in talking about
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          1  groundwater interference, at one point, I heard you



          2  talk about that you look at interference so long as



          3  it's calculable; is that correct?



          4       A.   It doesn't have to be measurable in the



          5  surface water source.  As long as it's calculable, we



          6  consider that.



          7       Q.   What's the difference between calculable and



          8  measurable?



          9       A.   Say, for example, the Missouri River, a small



         10  amount of water won't be measurable because of the



         11  error involved in measuring such a large source.  But



         12  you can calculate it.  And so we will look at that



         13  amount, even though you can't measure it.



         14       Q.   And so long as it is calculable, then you



         15  require some type of mitigation measure?



         16       A.   If it's needed, yes.



         17       Q.   And when would it not be needed?



         18       A.   If there is water available in the source to



         19  accommodate for that depletion.  So if there's water



         20  legally available, then we would likely not require a



         21  mitigation plan.



         22       Q.   But if a junior or senior -- if -- so if a



         23  senior appropriator in that situation would have less



         24  water available for them, then you would require



         25  mitigation?
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          1       A.   We would require mitigation, yes.



          2       Q.   And you talked earlier about requiring



          3  aquifer testing.  What type of testing is required as



          4  part of the permit process?



          5       A.   What's required is a pump test.  And the



          6  length of that pump test depends on the amount of water



          7  that you want to appropriate.  And that is all detailed



          8  in our administrative rules.  And so what it's really



          9  getting at is what is that aquifer capable of



         10  producing?  So we can get at storativity and the



         11  conductivity values for that aquifer so that we can



         12  see -- model how that water is moving through.



         13       Q.   And getting back just for a moment to



         14  calculability, are there situations where the impact is



         15  calculable but it might not actually be felt for five



         16  or more years?



         17       A.   Yes.  We still take that into consideration.



         18  Even if it's -- you know, it can be connected at any



         19  point in time, we're still going to look at that and



         20  what adverse effect might be possible from that



         21  depletion, whether it's within six months or five years



         22  or ten years.



         23       Q.   So in determining whether or not you need to



         24  develop some type of a mitigation measure, what you



         25  look at is simply whether or not it's calculable and
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          1  whether or not it will have an impact on downstream



          2  seniors; there are no other measures of materiality?



          3       A.   Each application is fact specific and case



          4  specific.  So the other thing we're going to be looking



          5  at is the rate and the timing and the location of that



          6  depletion.



          7            So it may not manifest -- you know, it may



          8  manifest itself towards the mouth of the source, or it



          9  may not manifest until further downstream.  So we're



         10  going to be looking at that as well when we look at the



         11  ramifications with respect to adverse effect.



         12       Q.   And is the only time, then, when that type of



         13  manifestation would be -- would excuse you from



         14  designing a mitigation measure is where the



         15  manifestation does not affect any senior water right



         16  holder?



         17       A.   Correct.



         18            SPECIAL MASTER:  Thank you.  Those are my



         19  only questions.



         20            MS. YATES:  I have no questions, Your Honor.



         21            SPECIAL MASTER:  Mr. Kaste.



         22            MR. KASTE:  A few.



         23                     CROSS-EXAMINATION



         24  BY MR. KASTE:



         25       Q.   Good afternoon, Ms. Heffner.  I think, if I
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          1  understand right, when you get an application for a



          2  groundwater well, you just talked about the process



          3  that you go through to analyze the connection between



          4  that groundwater and the surface water; correct?



          5       A.   Correct.



          6       Q.   Do I understand right that you don't go



          7  through that process for wells that are 35 gallons per



          8  minute or less?



          9       A.   No.  We don't go through that process.  It's



         10  an exception to the permitting process.



         11       Q.   Okay.  Fair enough.  And I assume because CBM



         12  wells aren't permitted, you don't go through that



         13  process for CBM wells either?



         14       A.   They don't go through the permitting process



         15  unless the water's being put for beneficial use.  And



         16  then they would go through that process.



         17       Q.   Okay.  And do you know whether any



         18  CBM-produced wells have got a permit to beneficially



         19  use the water in some other way?



         20       A.   I don't know that there are any permits.  I



         21  do believe that we have a couple of 602s.  But I'd have



         22  to look in the database.



         23       Q.   602 --



         24       A.   602s.  I'm sorry.  Those are the notices of



         25  completion.  Those are the exceptions to the permit.
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          1       Q.   So there are a couple in the pipeline?



          2       A.   I believe we have authorized, issued, a



          3  couple of notices of completion.  A handful maybe.



          4       Q.   When, approximately, did those handful, I



          5  think was your word -- when did that happen?



          6       A.   To my knowledge, it was probably a couple of



          7  years ago.  But, again, I would have to look in the



          8  database to get that information.



          9       Q.   Okay.  And if I understand right, these



         10  exempt wells, which would include wells under



         11  35 gallons per minute and the CBM wells, they are not



         12  reviewed by DNRC and not subject to public notice like



         13  a larger well; is that correct?



         14       A.   That's correct.



         15       Q.   It's my understanding that the cutoff for



         16  these exempt wells used to be a hundred gallons per



         17  minute; am I right about that?



         18       A.   Yes.



         19       Q.   Can you tell us when that changed to 35?



         20       A.   I believe it was in the early '90s, if I'm



         21  remembering correctly.



         22       Q.   All right.  Tell me if I have this right.



         23  This is one I have to read that somebody wrote for me.



         24  Prior to 2006, the only connection Montana considered,



         25  when it's looking at a groundwater well application,
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          1  was whether the well resulted in the pumping of



          2  streamflow; is that correct?



          3       A.   That's correct.



          4       Q.   That was the old nomenclature?



          5       A.   Yes, induced infiltration is the way we



          6  looked at it.  Was it immediately and directly



          7  connected?  Was it directly pulling the water from the



          8  surface water source because of the pumping?



          9       Q.   And that's what had been historically.  And



         10  that changed in 2006?



         11       A.   That's correct.



         12       Q.   All right.  And so the analysis of hydrologic



         13  connection that you described in some detail, that all



         14  started after 2006; correct?



         15       A.   That's correct.



         16       Q.   All right.  If I understand the process



         17  correctly, if someone comes to you today with a new



         18  application to appropriate water, one of the



         19  applications that you talked about earlier, one of the



         20  things you look at is is there water both physically



         21  and legally available; do I have that right?



         22       A.   That's correct.



         23       Q.   So if I found permits, say, on the Tongue



         24  River beginning in 1973 through the present for



         25  irrigation, would that tell me that the department had
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          1  determined that there was water physically and legally



          2  available?



          3       A.   If there are -- for those permits, that



          4  determination would have had to have been made.



          5       Q.   You're not part of the adjudication process.



          6  But I was wondering, do they make the same



          7  determination in the adjudication process?



          8       A.   Not to my knowledge.



          9       Q.   Okay.  If I wanted to come in -- say I owned



         10  a reservoir, and I wanted to come in and enlarge my



         11  reservoir.  I wanted to build a bigger dam.  And I came



         12  to you, I would have to fill out a form to change;



         13  correct?



         14       A.   If you wanted to enlarge your reservoir, if



         15  you were increasing the amount that you wanted to



         16  divert, you would come in for a permit.



         17       Q.   Okay.  I come in prepared, and I would tell



         18  you I'm going to change my dam and I'm going to divert



         19  more water.



         20       A.   Uh-huh.  And then you would also need to let



         21  us know why you needed that additional water.  Why do



         22  you need that flow rate and volume and for what



         23  purpose?



         24       Q.   All right.  You understand the Tongue River



         25  Reservoir was enlarged about 1999; right?  You don't
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          1  know that?



          2       A.   I don't know that, no.



          3       Q.   Do you know whether or not anybody filed an



          4  application to change anything with your office related



          5  to that reservoir?



          6       A.   I don't know that.  I'd have to look in the



          7  database.



          8       Q.   Okay.  When you are considering the impacts



          9  from a proposed change, you talked about changes and



         10  said, we look at the impacts on the juniors and the



         11  seniors; right?



         12       A.   Correct.



         13       Q.   Okay.  Do you look outside the borders of the



         14  state of Montana?



         15       A.   No, we do not.



         16       Q.   Okay.  And I heard something, and I think I



         17  just didn't quite hear it.  You talked about



         18  considering historic return flows when considering a



         19  change; correct?



         20       A.   Correct.



         21       Q.   Okay.  And then you said that there was



         22  something different about State Water Projects.  And I



         23  didn't hear what you said.  I'm sorry.  What's



         24  different about State Water Projects with regard to the



         25  consideration of historic return flows?
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          1       A.   They have -- it is -- to my knowledge, they



          2  have a special provision that allows them to consume --



          3  to recapture their return flows and consume it.



          4       Q.   Do you know where I can find that?



          5       A.   Right offhand, I'm sorry, I don't.



          6       Q.   Okay.  To your knowledge, is there a water



          7  reservation on the Tongue River between the state line



          8  and Miles City?



          9       A.   I believe there might be an instream flow



         10  reservation.  But, again, I would have to check the



         11  database.



         12       Q.   Oh, so when you talk about a water



         13  reservation, that could include things like an instream



         14  flow for fish?



         15       A.   Yes.



         16       Q.   There is one on the Tongue River 1978 or 1973



         17  is prior -- okay.



         18            When you get a water use complaint -- you



         19  remember talking about water use complaints -- is that



         20  in writing?



         21       A.   Yes.



         22       Q.   Now, I am very confused about some of your



         23  testimony with regard to the one-fill rule.  And maybe



         24  Montana is different than Wyoming.  But you have a



         25  Supreme Court here; right?
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          1       A.   Yes.



          2       Q.   I suspect you guys follow the rules laid down



          3  by your Supreme Court; right?



          4       A.   Yes.



          5       Q.   Try to?



          6       A.   Yes.



          7       Q.   Okay.  But you don't -- never heard of and



          8  don't follow the one-fill rule at DNRC; is that right?



          9       A.   I'm not aware of the one-fill rule.



         10       Q.   Okay.



         11       A.   And the manner in which we operate the



         12  reservoirs is completely based on the beneficial use.



         13       Q.   Okay.  But the reservoir, if I understand



         14  right, can refill when it wants?



         15       A.   During the period of diversion listed on the



         16  water right, yes.



         17       Q.   And if this particular reservoir has no



         18  period of diversion listed, then it can fill whenever?



         19       A.   Then it would show a period of diversion from



         20  January 1 to December 31.



         21       Q.   And they can divert whenever?



         22       A.   During that period of time, yes, up to the --



         23  their beneficial use requirements.



         24       Q.   Okay.  And then carryover doesn't count for



         25  the next year?  Do I understand that right?  So if you
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          1  have water in your reservoir, you can fill all of that



          2  same water again in the course of one year 'cause that



          3  carryover doesn't count?



          4       A.   As your mere beneficial uses on a yearly



          5  basis, what's the amount you need on an annual basis?



          6       Q.   So if you don't use water from the past,



          7  despite the fact you still have it in your possession,



          8  that doesn't count?



          9       A.   Well, because you may need it in order to



         10  accommodate for your beneficial use the next year.



         11       Q.   I'm still having a hard time wrapping my head



         12  around it.  I do understand this, though.  You keep



         13  saying your volume is determined by your beneficial



         14  use; right?



         15       A.   Uh-huh.



         16       Q.   Okay.



         17            MR. KASTE:  I don't think I have any further



         18  questions.  I would love to have a reservoir in



         19  Montana.



         20            SPECIAL MASTER:  So actually before,



         21  Ms. Yates, you ask some questions, I, again, have just



         22  a couple of additional questions.



         23                    FURTHER EXAMINATION



         24  BY SPECIAL MASTER:



         25       Q.   So going back to the exception for





                          Bray Reporting (406) 670-9533

�                                                                   646



                                 MILLICENT HEFFNER - October 21,2013

                           Further Examination by the Special Master





          1  groundwater that applies if your well is, at the



          2  moment, 35 gallons per minute or less.  So what is --



          3  so my understanding is that the process for that is



          4  that you can go ahead and dig your well, begin using



          5  the water.  But once you've actually completed



          6  everything, you then need to come in for your permit;



          7  is that correct?



          8       A.   For your certificate, yes.



          9       Q.   Okay.  And at that point, your issuance of it



         10  is generally automatic?



         11       A.   Yes.



         12       Q.   Does anyone ever object to the issuance of



         13  those permits?



         14       A.   There is no public notice process involved in



         15  those certificates.



         16       Q.   And if, for a well that's 35 gallons a minute



         17  or less, somebody later were to complain that they



         18  think that's intervening with their surface water



         19  right, is there anything that they can do about it



         20  within your agency?



         21       A.   That would be something that would be dealt



         22  with at the district court level.



         23       Q.   Okay.  So at that point, you would go to the



         24  courts rather than to you.



         25            And second of all, you said prior to 2006,
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          1  that the -- that your understanding was that the rule



          2  at that point for looking at the interaction of



          3  groundwater and surface water was -- and I believe you



          4  said a direct connection.



          5       A.   Uh-huh.



          6       Q.   Could you explain what you mean by looking to



          7  see whether or not there was a direct connection?



          8       A.   Typically those would be your -- the best



          9  example would be an alluvial well in that it is taking



         10  water directly out of the source as it's pumping.  So



         11  that cone of depression is including that surface water



         12  source.  So it's taking it directly out of the surface



         13  water source.



         14       Q.   So if you were pumping water from a



         15  groundwater aquifer which fed a surface water river and



         16  by pumping water out of the aquifer it meant less was



         17  going into the river, would that be a direct



         18  connection?



         19       A.   Not prior to 2006.  That's what changed in



         20  2006.  We -- because of the TU v. DNRC decision, we had



         21  to take into consideration -- and that's what we call



         22  prestream capture.  In addition to that direct induced



         23  infiltration that occurs from the surface water source.



         24       Q.   So you've anticipated my next question, which



         25  was:  Why did you change the way in which you were
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          1  looking at the groundwater interference in 2006?



          2       A.   That would be the TU v. DNRC Supreme Court



          3  decision.



          4       Q.   Okay.  Thank you.  And going back to the



          5  question of an enlargement of a reservoir.  So if you



          6  had an onstream -- instream reservoir and you wanted to



          7  enlarge that, enlarging the reservoir would require you



          8  to come back in for a permit?



          9       A.   If you were going to divert more water



         10  through that enlargement.



         11       Q.   And so I want to come back to what we mean by



         12  "divert."  Because I think we've -- I think you've used



         13  it in maybe two different ways.  In this particular



         14  case, do you mean diverting the water from the



         15  reservoir for a beneficial use?



         16       A.   Yeah.  If you're going to ultimately impound



         17  more water than you would divert for your beneficial



         18  use, then you would need to come in for a permit for



         19  that additional amount that you would be using



         20  beneficially.



         21       Q.   So I'm not sure I'm clear now.  So let me go



         22  back.  Let's assume that you have an instream



         23  reservoir, and you don't plan to divert any more than



         24  you did before for your beneficial use.  But just to



         25  make sure you have even more next year that's
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          1  available, you want to enlarge the reservoir.  And



          2  you're actually going to impound more for the total



          3  amount you're going to divert from that reservoir and



          4  actually use for a beneficial purpose remains the same?



          5       A.   Well, if you're going to be impounding more



          6  water over the period of year than you have



          7  historically, then you would need to come in for the



          8  additional water.



          9            SPECIAL MASTER:  Okay.  Thanks.  So I think



         10  those are my questions.



         11            So, Ms. Yates?



         12            MS. YATES:  Your Honor, you took most of my



         13  questions.  I just have a couple of follow-up.



         14                    REDIRECT EXAMINATION



         15  BY MS. YATES:



         16       Q.   Going back to the Trout Unlimited v. DNRC



         17  decision, the Supreme Court took a look at our



         18  groundwater permitting process; is that correct?



         19       A.   Yes.



         20       Q.   And the Supreme Court admonished the



         21  department to take a look at prestream capture in



         22  addition to induced infiltration; is that correct?



         23       A.   That's correct.



         24            MR. KASTE:  That would be a lot leading.  You



         25  know, I think, perhaps, the best thing would be to just
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          1  give you the citation to that case and let you read it.



          2            SPECIAL MASTER:  So several points:  Number



          3  one, I do think it's probably leading the witness at



          4  this particular point in time.  So I'll sustain the



          5  objection to the question.



          6            In addition to that, I think probably the



          7  most direct way for me to learn about what the opinion



          8  actually said is to read it.



          9            MR. KASTE:  I have the citation, Your Honor.



         10  It's Montana Trout Unlimited v. Montana DNRC, 133 P.3d,



         11  224.



         12            MS. YATES:  Your Honor, I just wanted to



         13  bring it to your attention because it's a terrific



         14  read.



         15            SPECIAL MASTER:  I appreciate that.



         16  BY MS. YATES:



         17       Q.   I want to follow up a little bit on Special



         18  Master's question about the 35-gallon-per-minute,



         19  10-acre-feet exception.  Is there a process in the



         20  statute for objections to be filed for that permit



         21  exception?



         22       A.   No.



         23       Q.   Mr. Kaste asked you previously about coalbed



         24  methane wells.  And I just want to clarify, if someone



         25  came in today for a permit for a beneficial use for
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          1  water produced from coalbed methane wells, what process



          2  would they go through?



          3       A.   They would have to go through the permitting



          4  process that they were going to use over 35 gallons per



          5  minute or 10 acre-feet.



          6       Q.   And that would include the analysis that you



          7  discussed with the groundwater surface water



          8  interaction.



          9       A.   That's correct.



         10       Q.   Okay.  I want to talk a bit about enlargement



         11  of a reservoir.  To enlarge a reservoir you must



         12  have -- what must you have to enlarge a reservoir?



         13       A.   You need to have a beneficial use.



         14       Q.   And would you need a water right?



         15       A.   Yes.



         16       Q.   Could that water right be any state water



         17  right?



         18       A.   Yes.



         19       Q.   So it could be a compact water right to cover



         20  an enlargement?



         21       A.   As long as it was accommodated for in the



         22  amount under the compact.



         23            MS. YATES:  That's all I have, Your Honor.



         24            SPECIAL MASTER:  Okay.  Thank you.  So at



         25  this stage, Ms. Heffner, we can excuse you.  Thank you
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          1  very much for your testimony.



          2            So, Mr. Draper, unless -- seems a little bit



          3  early for the afternoon break.  But I'm happy to



          4  accommodate either side if you think this is the



          5  appropriate point.



          6            MR. DRAPER:  Your Honor, we can start with



          7  Mr. Stults here and take it at the regular time as far



          8  as I'm concerned.



          9            SPECIAL MASTER:  Okay.  Mr. Kaste, that's



         10  fine with you?



         11            MR. KASTE:  Whatever everybody's pleasure is.



         12  I'm not getting any groans or under --



         13            SPECIAL MASTER:  Okay.  Excellent.  Then why



         14  don't we go ahead.



         15            MR. DRAPER:  We'll call our next witness,



         16  Mr. Jack Stults.  The examination will be performed by



         17  Mr. Swanson.



         18            (John Stults sworn.)



         19            THE CLERK:  Please have a seat.  And when



         20  you're seated, would you state your name and spell it,



         21  for the court reporter, please?



         22            SPECIAL MASTER:  Welcome, Mr. Stults.



         23            THE WITNESS:  Afternoon, Your Honor.



         24            SPECIAL MASTER:  You can proceed with the



         25  direct.
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          1                     JOHN EDWIN STULTS,



          2  having been first duly sworn, testified as follows:



          3                     DIRECT EXAMINATION



          4  BY MR. SWANSON:



          5       Q.   Good afternoon, Mr. Stults.  Can you state



          6  your full legal name for the record, please.



          7       A.   My full name is John Edwin Stults.  Last name



          8  is S-t-u-l-t-s.  First two are the standard spellings.



          9       Q.   And what's your current address?



         10       A.   714 Red Letter Street, Helena, Montana 59601.



         11       Q.   And what's your current occupation?



         12       A.   I'm retired.



         13       Q.   And what was your previous occupation?



         14       A.   I retired from the Department of Natural



         15  Resources and Conservation.  I was the department's



         16  division administrator for the Water Resources



         17  Division.



         18       Q.   Did you also serve as the compact



         19  commissioner for the Yellowstone River Compact



         20  Commission for Montana?



         21       A.   Yes, I did, from 19 -- pardon me -- 1997 to



         22  2006.



         23       Q.   What was your duty in DNRC prior to being the



         24  Water Resources Division administrator?



         25       A.   I worked for the division in Water Resources
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          1  for 22 years total.  I started out in a regional office



          2  in the Helena regional office examining claims, an



          3  entry-level position, and worked up through a number of



          4  positions of increasing responsibility within the



          5  adjudication program to where I was assisting in the



          6  writing of rules and manuals and training staff.



          7            And then was promoted into a position of



          8  being a -- one of the hearings examiners for the



          9  division.  And I held that position for four years, at



         10  which time I was also fortunate enough to go to the



         11  National Judicial College for two certificates under



         12  the Administrative Law training program that they had



         13  there.



         14            After that, my position was -- I was promoted



         15  to being a position that we had in the division at the



         16  time, which was the regional office of supervisor.  We



         17  had nine regional offices at the time.  And I was the



         18  supervisor of that system of nine offices.



         19            And from that position, I was promoted into



         20  the division administrator.



         21       Q.   So just to clarify, you held the position as



         22  the division administrator and also the compact



         23  commissioner of that period from 1997 to 2006?



         24       A.   Correct.



         25       Q.   Both positions?  Okay.
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          1            Who was your predecessor in those positions?



          2       A.   Gary Fritz.



          3       Q.   And who did you report to in your position as



          4  the division administrator and the compact



          5  commissioner?



          6       A.   My immediate supervisor was the department



          7  director.  And above the department director I -- was



          8  the governor.  So my immediate supervisor who I most



          9  typically reported to was the department director.



         10       Q.   And in your role as both the administrator



         11  and the compact commissioner, do you have regular



         12  interactions with the governor of Montana?



         13       A.   Yes.



         14       Q.   And did you --



         15       A.   I'm sorry.  That's a little too offhand.  I'd



         16  have to say that regular might be misunderstood.  They



         17  would be -- there would be contacts when the need



         18  occurred.  So it wasn't on an ongoing regular basis.



         19  It would be -- but it was not unusual or extraordinary.



         20       Q.   And did you always go through your boss, the



         21  DNRC director, before talking to the governor, or



         22  sometimes were you directly talking to the governor?



         23  How did that work?



         24       A.   Sometimes it was directly to the governor, or



         25  more typically with the governor's staff.  I would --
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          1  there would be an issue or -- just general



          2  understanding between myself and the director,



          3  particularly Bud Clinch, who I served under for the



          4  majority of my time as division administrator.  He



          5  would understand what the issue was, he would



          6  understand my grasp of the issue, he would understand



          7  my strategy, and he would understand that I needed to



          8  be talking with the governor's office.  And he would



          9  give me permission to go directly to the governor's



         10  staff or the governor as I saw fit, so long as I was



         11  within the parameters of what we discussed and I kept



         12  him informed.



         13       Q.   And I wonder if you could -- there's an



         14  exhibit that's been previously admitted.  And I don't



         15  think it's one that you have in your stack there.  It's



         16  Montana Exhibit 232.  It will be up on the screen next



         17  to you.



         18            SPECIAL MASTER:  It's not up there yet.



         19            And also, can I just ask, on the transcript



         20  screen, there is, in my left-hand corner, a box that



         21  permits you to call up various types of programs.  Is



         22  that on yours?



         23            THE REPORTER:  No.  Can I look at it?



         24            SPECIAL MASTER:  Yes.



         25                      (Discussion held off the
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          1                      record.)



          2            SPECIAL MASTER:  Thanks.



          3            THE WITNESS:  I have it.



          4  BY MR. SWANSON:



          5       Q.   Do you recognize what this diagram is?



          6       A.   Not explicitly this one.  It's a current one.



          7  But this is very similar to the diagrams that we had



          8  when I was in my position.  It's an organization chart



          9  of the agency.



         10       Q.   Do you know if there are any significant



         11  differences between -- just off the top of your head,



         12  between how this is organized currently and how it was



         13  organized when you were there at DNRC?



         14            SPECIAL MASTER:  Can I just -- and I assume



         15  you mean for purposes of water administration?



         16            MR. SWANSON:  Yes, Your Honor.  For purposes



         17  of water --



         18            SPECIAL MASTER:  I want to make sure he



         19  doesn't have to look at everything else.



         20  BY MR. SWANSON:



         21       Q.   It might make sense to look at the second



         22  page on that exhibit.



         23       A.   I don't know.  I think I have it now.  Water



         24  Resources Division at the top?



         25       Q.   Do you see any significant changes between
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          1  the current structure and when you were the division



          2  administrator?



          3       A.   Yes.



          4       Q.   Would you point those out, please?



          5       A.   First of all, when I was division



          6  administrator, there was not an operations manager,



          7  which is the box just below the division administrator.



          8  So, therefore, the regional offices were connected



          9  directly to me.  I -- I supervised the regional offices



         10  and the managers there directly.  There was no



         11  intermediary.



         12            And then also, the Water Rights Bureau was a



         13  singe bureau for both functions.  It had not been split



         14  into two separate bureaus.  Otherwise, it's



         15  substantially the same.



         16       Q.   Sorry for talking over you there.



         17            So before you were the administrator, though,



         18  did you hold that position of the supervisor of the



         19  regional offices?



         20       A.   Yes.  At the time that I became division



         21  administrator -- just before I became administrator,



         22  that position was eliminated.  And -- pardon me.  Just



         23  after I was made division administrator, that position



         24  was eliminated in a streamlining effort to try to



         25  reduce costs and also just compress management
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          1  structure.  And not long after I left the position,



          2  it's my understanding that they recreated it.  So



          3  during the time that I was administrator, there was no



          4  operations manager or regional offices supervisor.



          5       Q.   So you were speaking as administrator



          6  directly to the regional office supervisors; is that



          7  correct?



          8       A.   I directly supervised and managed the



          9  regional offices among all the other entities that I



         10  managed and supervised.



         11       Q.   Do you recall who was the Billings office



         12  manager at that time?



         13       A.   Keith Kerbel for the entire time.



         14       Q.   So you had regular communication with Keith



         15  Kerbel in the performance of your duties?



         16       A.   Yes.



         17       Q.   And what were your -- if you could just



         18  briefly summarize, what were your duties as the



         19  division administrator?



         20       A.   You probably heard them from Tim Davis.  I



         21  did not, but I suspect they are substantially the same.



         22  I had final authority and management responsibility,



         23  supervisory responsibility for all of the parts of the



         24  division, which would include budgetary, personnel,



         25  policy.  Anything -- any and all functions of the
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          1  division I had final responsibility and authority for.



          2            And as well as some things that are not in



          3  the organizational chart and generally not as



          4  immediately known, is that I was the person that was



          5  responsible for what I guess you might call extra



          6  territorial activities having influence on Montana's



          7  waters, such as interaction with states through the



          8  Columbia Basin, Yellowstone Basin, and Missouri Basin.



          9  And then also interaction internationally with the



         10  three provinces with which we border:  British



         11  Columbia, Saskatchewan, and Alberta on the Milk and



         12  St. Mary's Rivers.



         13       Q.   What were your duties as the commissioner for



         14  the Yellowstone River Compact?



         15       A.   Well, to meet with the -- as the commissioner



         16  for the compact from Montana at the required annual



         17  meeting but also just to make sure that the compact was



         18  being adhered to to the best of our ability.



         19       Q.   And was there a clear line between your



         20  duties as the administrator and the duties as the



         21  commissioner, or did you sometimes find you were doing



         22  both functions at the same time?



         23       A.   No, there's no clear line between any of the



         24  duties that I had.  The responsibilities under the



         25  commission were just as much a part of my
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          1  responsibilities overall to the state and its



          2  management of water.



          3       Q.   So you reported to the same people in both



          4  jobs, I believe you testified a moment ago, to the DNRC



          5  director and then the governor?



          6       A.   Yes, sir.



          7       Q.   And one of the, I guess, the questions that



          8  had been brought up earlier in the day is this idea of



          9  authority.  Did you understand that you had authority



         10  in your job or in both jobs to communicate with Wyoming



         11  about water issues in the Yellowstone River Basin?



         12       A.   Yes, without question.



         13       Q.   Did you ever have the DNRC director come to



         14  you and say, you don't have the authority to call



         15  Wyoming and ask for water or something of that nature?



         16       A.   To the contrary.  As I said, he was quite



         17  comfortable with me handling that without him being an



         18  intermediary or even needing any type of routine



         19  frequent involvement in the issue.



         20       Q.   And did the governor of Montana ever come to



         21  you and say, you're beyond your authority, you can't



         22  call Wyoming and ask for more water in that area?



         23       A.   No.



         24       Q.   Who was your Wyoming counterpart when you



         25  were the Montana commissioner?
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          1       A.   Initially, it was Jeff Fassett.  And then



          2  subsequently, it was Pat Tyrrell.



          3       Q.   What was your work relationship like with



          4  these gentlemen?



          5       A.   Great.  It was very good.  We always had very



          6  cordial relations and very candid relations.  We had a



          7  good personal relationship.  And I think we both had a



          8  sense of understanding and sympathy with the roles that



          9  we were fulfilling and never felt any hesitation about



         10  dealing with them on any issue.



         11       Q.   Did you consider them to be competent and



         12  experienced in managing water in Wyoming?



         13       A.   I certainly did.



         14       Q.   Did they ever explain to you the functions of



         15  Wyoming's regulatory system of water, such as the



         16  responsibilities of their division or district offices?



         17       A.   Yeah, not in the sense of a tutorial or



         18  anything like that.  But we did talk off and on



         19  different times about different things and comparing



         20  notes, as you might say, in talking about how they do



         21  some things and we do some things.



         22       Q.   So based on your understanding from Wyoming,



         23  who would have been the one or more individuals who



         24  would have had authority to regulate water in the



         25  Tongue Basin based on what they had communicated to
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          1  you?



          2       A.   It was my understanding the primary



          3  responsibility in the Tongue River rested with the



          4  division supervisor in Sheridan and that that person



          5  had the most immediate and direct authority over



          6  managing what happened in terms of water distribution



          7  in his district.



          8       Q.   Do you recall who that was at the time you



          9  were there?



         10       A.   Mike Whitaker.



         11       Q.   And so who would Mike Whitaker report to?



         12  Would he report to Mr. Fassett or Mr. Tyrrell?



         13       A.   Yes.  That was my understanding.



         14       Q.   So their job title- not only as commissioner,



         15  their job title was also division administrator in



         16  Wyoming, or what was it called?



         17       A.   State engineer.



         18       Q.   Okay.  And then I guess when you're in DNRC



         19  as administrator and as the compact commissioner, did



         20  you have concerns about water quality issues in the



         21  Tongue River Basin?



         22       A.   Water quality issues?



         23            MR. KASTE:  I have to object.  The question



         24  is about quality on the grounds of relevance.  There's



         25  no claims regarding quality in this case.  The case is
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          1  about quantity.



          2            SPECIAL MASTER:  So could you explain the



          3  relevance?



          4            MR. SWANSON:  I'm just providing background



          5  on the full range of his duties, Your Honor.  I'm not



          6  trying to assert a new claim.



          7            SPECIAL MASTER:  At the moment, I'm going to



          8  sustain the objection.



          9            MR. SWANSON:  Okay.



         10  BY MR. SWANSON:



         11       Q.   So let's talk about water quantity then.  Did



         12  you have any concerns about water quantity or water



         13  supply in the Tongue River Basin in your time at DNRC?



         14       A.   Yes.  For most of the years that I was in the



         15  division administrator position, I did.  Prior to that,



         16  no.  But especially beginning with the year 2000 and



         17  running all the way through until the time that I left



         18  the division in 2006, I was -- there was a constant



         19  concern about the issue of water availability in the



         20  basin.  And the fact that we were in a significant --



         21  one of the worst droughts that the state had ever



         22  experienced -- that the region had ever experienced



         23  made it a very critical issue.



         24       Q.   So when you became the division administrator



         25  in 1997 and the compact commissioner, did your
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          1  predecessor, Gary Fritz, talk to you at all about any



          2  of these -- whether these issues had occurred in the



          3  past?



          4       A.   Yeah.  He briefly talked about a couple of



          5  things with respect to the commission.  First of all,



          6  that there had been a conflict in the past that had not



          7  gone well.  It had not been resolved and had been very



          8  frustrating.  And that meant that I should be cautious



          9  about getting involved with -- or that there was a -- I



         10  would characterize it as a tar baby.  That's not his



         11  phrase.  It's my phrase.



         12            It was something that didn't work well, and I



         13  should watch out for it, but that the commission had



         14  drafted a series of -- or a set of rules, conflict



         15  resolution rules, in order to try and set up a



         16  structure that would avoid that kind of a problem in



         17  the future, of intractable conflict.



         18       Q.   Were those rules --



         19       A.   Pardon me.  And he advised me to -- they had



         20  not been adopted, and he advised me strongly to make



         21  sure they were adopted by the commission.



         22       Q.   Did you adopt those as a new commissioner?



         23       A.   Yes.



         24       Q.   Were they viewed as rules that were effective



         25  in resolving water supply disagreements between the
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          1  states?



          2       A.   I can't say they were ever really put into --



          3  we never really put them into action.



          4       Q.   And then, as you took on your duties, were



          5  there any staff members within DNRC that briefed you on



          6  the water shortage conflicts in the past?



          7       A.   Yes.  I -- Rich Moy was an excellent



          8  historian to give me some background on the commission



          9  and what had happened in the past.  As well as Keith



         10  Kerbel was a long-serving regional manager in Billings.



         11  And he talked about some of the problems that had



         12  happened in the past.



         13       Q.   And do you recall if -- at that point, as a



         14  new commissioner, if you had an understanding of



         15  whether the states had a disagreement over the compact



         16  interpretation, or was it over technical issues or



         17  something else?



         18       A.   Mostly it was -- the impression I was given



         19  when I first started was that the problem was with the



         20  interpretation of the compact.



         21       Q.   Do you recall what the disagreement over



         22  interpretation was?



         23       A.   It's been a while, so it's a little hard for



         24  me to be really confident.  But it had to do with



         25  pre-'50 rights and post-'50 rights.  And it had to do
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          1  with the concept of supplemental water.  And, frankly,



          2  I don't believe I could take it to much more detail



          3  than that.



          4       Q.   All right.  We'll come to that in more



          5  detail.



          6            What would you say was the most common way



          7  that you were getting information about the water



          8  conditions on the Tongue River and the Tongue



          9  Reservoir?



         10       A.   There would be three main ways -- I'm sorry.



         11  Four main ways.  There would be -- and this is not in



         12  order of any frequency or priority.  But I would get



         13  information from Keith Kerbel, the regional manger.



         14  I'd be getting information from the project's bureau



         15  staff, like Kevin Smith.  I would be getting



         16  information from water users in the basin, like Art



         17  Hayes or Roger Muggli.  And I would be getting



         18  information from the fact that the State of Montana has



         19  a water -- pardon me -- a drought advisory committee.



         20  And through those drought years, 2000, until I left



         21  in -- well, until 2005, we met monthly.  And it is made



         22  up of a number of scientists from USGS, Bureau of



         23  Reclamation, State of Montana, Ag Statistic Service,



         24  Natural Resource Conservation Service.  And we met



         25  monthly, and we had reports on water availability and
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          1  climatic trends, in depth every month for six years.



          2            So that was a significant source of



          3  information about the status of water availability on



          4  the Tongue River.



          5       Q.   And can you just briefly tell us, in those



          6  years, say the 2000, 2001, 2002 era, what were the



          7  water conditions on the Tongue River?



          8       A.   Very severely low.  2000 -- 2001 was one of



          9  the driest years in history.  And 2002 was not much



         10  better.  2000 was dry as well.



         11       Q.   Do you recall if you had an opinion at that



         12  time that Montana's pre-1950 water rights were being



         13  met on the Tongue River?



         14       A.   Pre-'50 rights were not being met.



         15       Q.   And I know you mentioned the drought was a



         16  prominent factor.  Were there any other factors that



         17  you felt were leading to those water rights not being



         18  met?



         19       A.   Yes.



         20       Q.   Can you tell us what those were?



         21       A.   It was reported to me consistently from all



         22  of my contacts in Montana that the situation was that



         23  it was green in Wyoming and brown in Montana.  That



         24  there was -- it looked as though there was no



         25  significant or -- no harmful or damaging diminishment
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          1  of application of water in the Wyoming side, whereas



          2  water was not available to satisfy -- or even to



          3  exercise the majority of rights on the Montana side.



          4            And, furthermore, that especially from the



          5  people in the area, like the staff at the regional



          6  office and the water users, that there were lands being



          7  irrigated in Wyoming that were clearly -- or that they



          8  knew were post-1950.



          9       Q.   During the irrigation season of 2001, or do



         10  you recall 2000, 2001, 2002, all those years?



         11       A.   It was consistently throughout all the



         12  drought years.



         13       Q.   And did Montana have a way of tracking which



         14  pre-1950 rights on the Tongue were not being fulfilled



         15  in those dry years?



         16       A.   Yes.  The Tongue River in those years was



         17  under the management of a district court, local



         18  district court appointed water commissioner.  And they



         19  kept records of who were -- who was getting water and



         20  who was not.



         21       Q.   So before I go -- I'm going to ask you



         22  specifically about each of those years in detail.  But



         23  before I do that, I just want to ask you a little bit



         24  more about your communications with Wyoming.



         25            So in addition to, you mentioned Mr. Whitaker
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          1  and Mr. Tyrrell, were there any other Wyoming officials



          2  that you or your staff would have communicated with in



          3  those early years?



          4       A.   Yes.  Myself, I communicated regularly with



          5  Sue Lowry of the state engineer's office.  And my



          6  staff, especially in the Billings office, would be



          7  talking with other people that were employed in the



          8  Sheridan office with the state engineer's office in



          9  Wyoming, such as Carmine and -- I don't know who else.



         10       Q.   And of your staff, you mentioned Mr. Kerbel.



         11  Would Mr. Kerbel have been communicating with any



         12  Wyoming officials?



         13       A.   Regularly, yes.



         14       Q.   Who would he have been talking to?



         15       A.   Most frequently, I suspect Mike Whitaker, who



         16  would be his counterpart.  But I also remember him



         17  having conversations with Carmine.



         18       Q.   Were there any of your other staff that would



         19  have communicated with folks in Wyoming?



         20       A.   Yes.  People in our Water Management Bureau,



         21  which is our planning and hydrosciences bureau, were in



         22  contact at certain times for certain purposes with



         23  people in the -- with their counterparts in Wyoming.



         24       Q.   And --



         25       A.   I'm sorry.  I didn't get a chance to complete
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          1  that.  Also, I believe there was communication between



          2  my staff and the Water Projects Bureau and staff in



          3  Wyoming.  But I'm less certain about that.  I am



          4  certain about the hydrologist and plans.



          5       Q.   You say Water Projects Bureau, you mean Kevin



          6  Smith?



          7       A.   Well, prior to him.  Glen McDonald and then



          8  Kevin Smith.



          9       Q.   All right.  And how often were you seeing



         10  your Wyoming counterparts?  Was it a once-a-year thing,



         11  or would you see them regularly?



         12       A.   No.  We'd see each other fairly frequently.



         13  Wyoming and Montana are both active members of the



         14  Western States Water Council.  So we would see each



         15  other at meetings and conferences of the Western States



         16  Water Council.  And then we had the annual meeting of



         17  the commission.  But we also had -- Jeff Fassett had



         18  started a tour program which we did -- I can't remember



         19  if it was every year or every two years.  But we met



         20  then, and that was two days together in the same van.



         21            And then there also -- we got into more



         22  frequent meetings when we had the technical issues we



         23  were trying to work on.  So we could be meeting -- Pat



         24  and I or Sue and I and others could be meeting as often



         25  as five or six times a year.
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          1       Q.   And you -- what are these tours that you



          2  mentioned?  You said summer tours.



          3       A.   They were in the summer.  And they were two



          4  days.  They would alternate between Wyoming and



          5  Montana.  One year would be Montana; the other would be



          6  Wyoming.  And we would go around and see things that



          7  had do with water resource management on each side of



          8  the state line.  We'd tour -- like, one year we toured



          9  all the -- not all.  We toured a significant portion of



         10  the coalbed methane pumping fields in Wyoming.  Another



         11  time we were in Montana and looked at some of the



         12  Powder River.  And we took them to the Tongue River Dam



         13  and showed them our rehabilitation of the dam.  And



         14  then another time we toured some of the high-elevation



         15  reservoirs in Wyoming.



         16       Q.   So when you mentioned all your staff visiting



         17  with folks from Wyoming that were their counterparts,



         18  was this under your instructions, or was this just



         19  something that you tolerated?



         20       A.   No.  I -- my approach throughout my time as



         21  division administrator, and it wasn't something that I



         22  invented, it was -- I maybe expanded it somewhat.  But



         23  our approach was that in water management, immediacy is



         24  quite important.  Water can be here today and gone



         25  tomorrow.





                          Bray Reporting (406) 670-9533

�                                                                   673



                                JOHN EDWIN STULTS - October 21, 2013

                                   Direct Examination by Mr. Swanson





          1            So anybody that had an issue that they -- to



          2  deal with or a project to work on should work directly



          3  with whomever they thought could solve the problem or



          4  advance their project.  Two people were to determine



          5  whether there was a need for some authorization or some



          6  prior communication with supervision before they went



          7  ahead.  But if they both felt they were on safe ground



          8  working on it, then they should go forward and work on



          9  it.



         10       Q.   I'm going to ask you to look at an exhibit



         11  that you have with you, Wyoming 61.



         12            SPECIAL MASTER:  Actually, Mr. Swanson, I



         13  wonder if this is a good time to take a break if you're



         14  about to launch into a number of the exhibits and



         15  specific discussions.



         16            MR. SWANSON:  This would be a good time, Your



         17  Honor.



         18            SPECIAL MASTER:  Okay.  Great.  Then it's



         19  about ten to 3:00.  So why don't we plan to come back



         20  at five after the hour, and then we'll go until 4:30.



         21  Thank you.



         22                      (Recess taken 2:52 to 3:09



         23                      p.m., October 21, 2013)



         24            SPECIAL MASTER:  You can be seated.  So



         25  before we continue with the direct examination of
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          1  Mr. Stults, why don't I take the time, again, and talk



          2  a little bit about what we should be doing later in the



          3  week.  So things, as you can tell, change by the hour



          4  around here.  So at this point, things are looking



          5  pretty good.  But, again, Thursday and Friday we can be



          6  back in the Snowy Mountain courtroom.  And then we can



          7  actually be in this courtroom through Wednesday



          8  morning.



          9            So rather than moving for half a day out to



         10  the Oil and Gas Commission hearing room, there's two



         11  other potential options, assuming this doesn't change.



         12  It could change by tomorrow morning.  But one



         13  possibility is that we get as early of a start as we



         14  can on Wednesday morning.



         15            We have to make sure that this room is clear



         16  in time for a 1:00 hearing.  So I would probably want



         17  to break by about noon so we can move the boxes out of



         18  here in case the judge who will be hearing motions in



         19  this room wants to come in at all early.  But I think



         20  we can probably go until noon.



         21            The other possibility is that there is the



         22  federal grand jury hearing room in this particular



         23  building, which is one floor down.  It is small.



         24  That's the only disadvantage of it that I can see.  And



         25  my guess is what we would probably want to do is to
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          1  put -- sort of stack counsel for each side so that one



          2  side didn't look over the other.  But it might work.



          3            So what I would suggest is that when we break



          4  at 4:30, if you can take, like, five or ten minutes, we



          5  could go down and take a look at that particular



          6  courtroom.  And you could decide whether or not you're



          7  willing to actually have the hearing in the afternoon



          8  that day in that room.



          9            Again, if we do that, what I would suggest is



         10  we start on the early side so we sort of minimize the



         11  period of time that we have to be crammed into that



         12  room.  But it sounds to me a lot better than having to



         13  move to an entire different location, even for the



         14  entire day, if we can avoid doing that.



         15            So what I'd suggest is let's stop at



         16  4:30 exactly today.  We can go down there.  You can



         17  take a look.  And I'm actually willing to do any of the



         18  two options I just mentioned or go over to the Oil and



         19  Gas Commission room.  But given the boxes, I think to



         20  the degree we can avoid moving out of here to a totally



         21  different site for the day, it would make sense.  Okay?



         22            So we'll do that at 4:30 when we break for



         23  the day.



         24            So sorry about that, Mr. Stults.



         25            And, Mr. Swanson, we'll continue his direct
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          1  examination now.



          2            And you know you remain under oath.



          3            THE WITNESS:  Yes, sir.



          4            SPECIAL MASTER:  Okay.  Thank you.



          5            MR. SWANSON:  Thank you, Your Honor.



          6  BY MR. SWANSON:



          7       Q.   So, Mr. Stults, we had just pulled up an



          8  exhibit, which is marked Wyoming 61; do you have it



          9  before you and on the screen there?  You should have a



         10  hard copy, but feel free to look at the screen if you



         11  prefer.



         12       A.   I have it, both on the screen and in front of



         13  me in paper.



         14       Q.   Can you identify this document?



         15       A.   It's a photocopy of a printed -- printout of



         16  an e-mail that was sent on the State of Montana e-mail



         17  system.  It is from Keith Kerbel to Jack Stults, dated



         18  Friday, March 2nd, 2001.



         19       Q.   And what's the subject on that message?



         20       A.   Subject line says "Water development meeting



         21  in Ucross, Montana -- or Ucross, Wyoming," excuse me.



         22       Q.   And is this what a document printed out from



         23  your e-mail would look like from your DNRC e-mail?



         24       A.   Yes.



         25            MR. SWANSON:  Your Honor, I move admission of
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          1  Exhibit Wyoming 61.



          2            MR. KASTE:  No objection.



          3            SPECIAL MASTER:  Okay.  Thank you.  And I



          4  just want to clarify.  This is -- because they were



          5  paper clipped together, this is just a two-page



          6  exhibit; is that correct?



          7            MR. SWANSON:  Yes, Your Honor.  The second



          8  page is just four lines of text and then a conclusion.



          9            SPECIAL MASTER:  Okay.  Thank you.  So then



         10  Exhibit W61 is admitted into evidence.



         11                      (Exhibit W061 admitted.)



         12  BY MR. SWANSON:



         13       Q.   So, Mr. Stults, I'm looking at the first two



         14  lines of that message.  And it indicates that Keith



         15  Kerbel had gone to a meeting in Wyoming with Carmine.



         16  It says, "Carmine from Mike's shop in Sheridan."  Do



         17  you know who those individuals are?



         18       A.   Yes.



         19       Q.   Could you just tell us who they are?



         20       A.   Keith Kerbel is the regional offices



         21  supervisor in the Billings -- pardon me -- the regional



         22  office supervisor in Billings.  And Carmine, frankly,



         23  at this point, I can't remember either his last name or



         24  his job title.  But he was an employee of the state



         25  engineer's office working in Sheridan.
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          1       Q.   And then Mike in Sheridan, who would that



          2  refer to?



          3       A.   I'm sorry.  Mike, Mike Whitaker, the district



          4  supervisor -- I can't remember the exact title -- for



          5  the state engineer's office in Sheridan.



          6       Q.   So is this the kind of report you would



          7  receive from your staff upon their interactions and



          8  meetings with Wyoming?



          9       A.   Yes.



         10       Q.   But you wouldn't always receive -- would you



         11  always receive messages like this, or sometimes were



         12  they verbal?



         13       A.   Oh, it could be either a phone call or an



         14  e-mail.



         15       Q.   And was it common for people like Keith



         16  Kerbel to go to a meeting in Ucross, Wyoming, related



         17  to their duties?



         18       A.   Yes, it was.  It was somewhat expected of him



         19  given his schedule.  If he could make it to a meeting



         20  like this, it was expected he would go.



         21       Q.   Now, I just have a question about a line



         22  that's in the third paragraph.  It's the middle of the



         23  third paragraph beginning with the words "according to



         24  Carmine"; do you see that sentence?



         25       A.   I do.
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          1       Q.   Could you read those -- looks like one long



          2  sentence, that one long sentence at the end of that



          3  paragraph?



          4       A.   "According to Carmine, Goose Creek, a



          5  tributary to the Tongue, has the most water



          6  development, and it appears subdivisions are really



          7  causing water right problems for them as well and will



          8  interfere with future water uses and benefit us in the



          9  long run."



         10       Q.   Did you or your staff receive any indication



         11  from Wyoming that they were going to do anything about



         12  these new uses that were causing problems on Goose



         13  Creek?



         14       A.   Not that I recall.



         15       Q.   And I guess I'll ask you a couple more



         16  questions about Keith Kerbel since we're on this



         17  subject.  You mentioned that his counterpart in Wyoming



         18  was Mike Whitaker in the Sheridan office.  So was there



         19  anything special about their communications between



         20  Mr. Kerbel and Mr. Whitaker in Wyoming relating to the



         21  Tongue River?



         22       A.   I'm not sure what you mean by "special."  But



         23  the way that I -- Keith and I saw it was that there is



         24  an equivalency in their positions.  They are both



         25  managing water on the Tongue River Basin on either side
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          1  of the state line.  There's an equivalency in the level



          2  of their authority and responsibility within their



          3  organizations, and that they should be in close



          4  communications with each other and essentially like



          5  comanagers to the best of their ability and to the best



          6  that the relationship would allow.  But that there



          7  would be no hesitation for Keith to contact Mike, and



          8  that they should establish that kind of communication



          9  on any issue.



         10            And, again, if it was an issue where they



         11  felt that they needed to get some guidance or



         12  authorization or any of that sort of thing, they could



         13  certainly go back to -- Keith could come to me for



         14  that.  But otherwise, they could move ahead on any



         15  issue that they felt that they could make progress on



         16  and benefit the two states.



         17       Q.   And had it been represented to you and



         18  Mr. Kerbel that Mr. Whitaker had the authority through



         19  himself and his employees to regulate the Wyoming



         20  portion of the Tongue Basin?



         21       A.   I can't explicitly say where I learned or



         22  formed what was the basis for the understanding that --



         23  my understanding that Mike Whitaker had a significant



         24  amount of authority for the water delivery within his



         25  district, including the Tongue Basin, that his
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          1  authority included being able to regulate the delivery



          2  of water.



          3       Q.   Could you briefly explain to us what Chuck



          4  Dalby's duties were related to the compact commission



          5  during your time as commissioner?



          6       A.   Chuck Dalby is a hydrologist with our water



          7  planning group, Water Management Bureau.  And Chuck is



          8  a surface water hydrologist.  And he was a part of a



          9  technical working group that the commission formed to



         10  be support in terms of hydrologic analysis.



         11            But that was a little later on.  I can't



         12  remember exactly when we formed it.  And I cannot



         13  remember exactly when Chuck got involved.  Chuck was



         14  not in a role where he was directly active in



         15  communicating with Wyoming except unless it was to



         16  share technical information or gather technical



         17  information.



         18       Q.   Do you recall what Chuck's duties were mainly



         19  in the late 1990s and the early 2000s?



         20       A.   Yes.  1998 was a significant flood year,



         21  massive flood year in Montana and Wyoming -- northern



         22  Wyoming.  And we had a significant amount of damage on



         23  the Yellowstone River coming out of Yellowstone because



         24  of the reduction in forest cover in Yellowstone Park.



         25  And so people in -- on the upper Yellowstone above
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          1  Livingston were starting to armor the banks.  And that



          2  was anathema to anybody that knows anything about flood



          3  control.



          4            So the governor appointed a committee to work



          5  on that issue.  Chuck is one of the leading fluvial



          6  geohydrologists in the nation, which is the study of



          7  how gravels and everything move up and down a river.



          8  And he was the lead on that project.  The project was



          9  number one priority.  It was his number one priority.



         10  It was direct appointment by the governor for the



         11  committee and to get this project done.  The project



         12  was running -- was very complex.  And it required his



         13  entire attention.  Well into the mid-2000s.



         14            It was -- we had asked and received one



         15  extension from the governor, and it was going to be no



         16  more extensions.  And it was running behind schedule.



         17  So his responsibility was entirely on that project for



         18  several years.



         19       Q.   Thank you.  And so I think now we'll go into



         20  actually talking about the specific water years 2000,



         21  2001, 2002, and so on.  Do you recall in the 2000,



         22  2001, 2002 era if you and your staff were having



         23  meetings with Wyoming discussing water supply in the



         24  Tongue Basin?



         25       A.   Yes.
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          1       Q.   Can you tell us if you were having meetings?



          2       A.   Well, we had the commission meetings.  And



          3  there was also communication between -- and meeting



          4  between Keith and his counterparts.  And I, frankly, do



          5  not remember exactly when we formed the technical



          6  committees and things like that, but there were regular



          7  communication meetings on that issue.



          8       Q.   And you mentioned before our break that water



          9  users and your staff were telling you in those dry



         10  years that they felt that irrigation on post-1950 uses



         11  were happening in Wyoming while Montana was dry.  I



         12  think you used the term "brown in Montana and green in



         13  Wyoming."



         14            Were you able to -- did you have an opinion



         15  on whether Montana was entitled to more water under the



         16  compact based on that communication?



         17       A.   Yes.



         18       Q.   What was your opinion?



         19       A.   My opinion was that the -- a larger number of



         20  water rights and more junior water rights by --



         21  certainly junior to 1950, were getting serviced in



         22  Wyoming while in Montana we were down to only the first



         23  two rights getting their direct flow rights.  Their



         24  direct flow rights getting serviced.  So there was a



         25  significant amount of use in Wyoming that seemed to be
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          1  contrary to what our understanding of the compact was.



          2       Q.   So did you make any conclusions as far as



          3  whether Montana was entitled to more water, and did you



          4  communicate that to Wyoming?



          5       A.   I felt we were entitled to more water.  And I



          6  made it -- I believe honestly that I made it clear to



          7  my counterparts in Wyoming.  I know that Keith made



          8  clear to Mike that we needed -- that they were using



          9  water that they shouldn't be using, and it was water



         10  that was owed to Montana.  And it should be met --



         11  water delivery in Wyoming should be delivered so that



         12  there was less diversion in Wyoming and more crossing



         13  the Montana/Wyoming state line.



         14       Q.   And do you recall what year that first



         15  request would have been to Wyoming?



         16       A.   I can't remember if it was 2000 or 2001.



         17       Q.   Would it have been later than 2001, the



         18  first --



         19       A.   Certainly not.  It would have been in 2001 if



         20  not before.



         21       Q.   And the same when you mentioned the Keith to



         22  Mike.  I believe you're referring to Keith Kerbel



         23  communication to Mike Whitaker.  Do you recall what



         24  year that first communication would have been?



         25       A.   I don't explicitly.  But I know for certain
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          1  it would have been -- what I don't know is -- I'm not



          2  confident in my memory as to whether it was in 2000.



          3  But I know it was in 2001.



          4       Q.   Did you include a discussion of storage,



          5  post-1950 storage rights in that discussion?



          6       A.   Yes.  We actually spent a fair amount of



          7  time, even at commission meetings, talking about the



          8  storage in Wyoming and what reservoirs they had and



          9  when they filled.



         10       Q.   Do you recall who you would have communicated



         11  that to on the Wyoming side?



         12       A.   Communicated what?



         13       Q.   The conversation about needing more water in



         14  Montana to satisfy compact rights.



         15       A.   Myself, I remember talking about it at



         16  compact commission meetings with Pat and Sue.  And --



         17  and I cannot remember whether it was on the record or



         18  not.



         19       Q.   Is it possible that it was not on the record



         20  at the compact commission meeting?



         21       A.   Yes.



         22       Q.   Why is that?



         23       A.   For two reasons.  But the primary one was



         24  that I'm -- I knew there had been this intractable



         25  conflict earlier on.  And so I was hopeful to find a
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          1  pathway.  And so my strategy was to do what I could to



          2  avoid formalizing, is one word, or legalizing what I



          3  was doing in such a way that it would implicate the



          4  interpretations of the compact.



          5            What I wanted to do was set up a system where



          6  we managed the basin hydrologically.  It is something



          7  that we've done in Montana on a number of basins.  And



          8  it is something that I know even Saskatchewan and North



          9  Dakota worked on on the Souris in a more hydrological



         10  and maybe extra legal way of doing it.  I don't know --



         11  I don't have the right term for it.  But it's a



         12  collaborative approach.



         13            So what you do is you work on a system that



         14  involves understanding the hydrology such that you can



         15  marshal the water that you have to get the maximum



         16  amount of use across the greatest number of people and



         17  thereby have the greatest economic benefit for the



         18  largest portion of the basin.  And it does work.  And



         19  Montana had done it successfully.



         20            So my intent was to try and use that strategy



         21  rather than using -- moving directly along the pathway



         22  that heads you towards struggling over the language of



         23  the compact, which had been a dead end before.



         24            So toward that end, my intent was to not try



         25  to get things on the record and also to talk in a
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          1  circumstance where people were less likely to be



          2  nervous about being on the record, which included the



          3  USGS, our third party on the commission, who was always



          4  nervous about anything that looked like conflict.



          5            So my -- why it may be that I didn't always



          6  talk at the table about it or may not have talked about



          7  it at the table commission meetings was in order to



          8  maximize my ability to create that basis for that



          9  strategy that would go down a path that would avoid



         10  leading into the language of the compact.



         11       Q.   So it sounds like maybe you asked them a



         12  couple different things.  You mentioned managing the



         13  river hydrologically.  Was that something that Wyoming



         14  had -- what was their response to that?



         15       A.   As I remember, it was something -- the



         16  initial response was that's not something we can do.



         17       Q.   And then in addition, it sounds like you also



         18  asked for them to just release more water to Montana.



         19  And what was their response to that?



         20       A.   I don't think I used those terms.  And,



         21  frankly, I can't remember exactly what terms I used.



         22  But there was always this need being expressed that



         23  there needed to be more water crossing the state line



         24  from Wyoming into Montana.



         25       Q.   Well, you testified a little while ago that
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          1  you had identified irrigation and water use in Wyoming



          2  that was after 1950.  And did you identify that



          3  practice to Wyoming?



          4       A.   First of all, if you say "you," it wasn't me.



          5  It was our staff and our water users.



          6       Q.   You and Mr. Kerbel -- I see what you're



          7  saying.  You're saying that others had communicated to



          8  you --



          9       A.   Right.



         10       Q.   -- the development of post-'50 uses in



         11  Wyoming?



         12       A.   Right.



         13       Q.   Is that what you're saying?



         14       A.   Yes, sir.  And we expressed that to Wyoming,



         15  that there was -- it was our understanding that there



         16  were post-'52 water developments in Wyoming that were



         17  being serviced.  And our pre-'52 were not getting



         18  serviced, as well as continued expansion, more recent



         19  expansion of water use in Wyoming.



         20       Q.   More recent as in how much more recent?



         21       A.   Within the last -- within the prior few



         22  years.



         23       Q.   And do you know if at that meeting, or at



         24  other meetings, that Mr. Kerbel had communicated the



         25  same thing to his counterpart?
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          1       A.   Yes.



          2       Q.   You know that he had, in fact, done that?



          3       A.   I know that he talked about that with Mike.



          4       Q.   What was your understanding of Wyoming's



          5  position regarding the compact and their use of these



          6  later water uses?



          7       A.   Could you repeat that, please?



          8       Q.   What did you understand Wyoming's position



          9  was or their interpretation of the compact regarding



         10  the use of these later post-'50 rights?



         11       A.   My understanding was that they felt that



         12  there was -- it's been a while, so it's hard for me to



         13  be sure that I'm expressing this clearly and have a lot



         14  of confidence in -- that I am.



         15            But that they felt that there was a concept



         16  of supplemental rights and that this expansion had



         17  something to do with exercising that part of the



         18  compact that they had some -- that gave them some right



         19  to some kind of supplemental development.



         20       Q.   And do you recall who would have communicated



         21  that message to you from Wyoming?



         22       A.   Jeff, Pat, Sue, and Mike in different



         23  circumstances.



         24       Q.   So in other words, the conversation was going



         25  on among multiple people on the Wyoming side and
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          1  multiple people on the Montana side; is that correct?



          2       A.   Yes.



          3       Q.   So we talked about 2001 and 2002 -- sorry.



          4  We talked about 2000 and 2001.  Going into 2002, what



          5  was -- do you recall the water -- what were the water



          6  conditions in 2002?



          7       A.   We were still in drought, extreme drought.



          8       Q.   Did that include the Tongue River and the



          9  Tongue River Basin?



         10       A.   I can't -- I don't know if it was in the



         11  extreme category established by the drought monitoring



         12  system.  But it was -- if it wasn't in extreme, it was



         13  in severe.



         14       Q.   Do you know if Montana had water



         15  commissioners on the Tongue River in 2002?



         16       A.   We did.



         17       Q.   So did you have a view whether all of



         18  Montana's pre-1950 water rights were being satisfied on



         19  the Tongue River?



         20       A.   They were not.



         21       Q.   You mentioned earlier that there were pre --



         22  I'm sorry -- post-1950 water rights and uses in Wyoming



         23  in the earlier year.  Did you have a view whether that



         24  was continuing in 2002?



         25       A.   What I remember is that there was no change
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          1  in behavior on the part of water users in Wyoming.



          2       Q.   So in 2002, did you communicate to Wyoming



          3  the similar message from 2001, meaning that Montana was



          4  short on its pre-'50 rights and needed more?



          5       A.   Yeah, it was continuing.  The discussion was



          6  continuing.  If I remember, we were starting to get



          7  into more talk about the reservoirs and more talk about



          8  technical issues and having some technical analysis



          9  done by our staff.



         10       Q.   That was done cooperatively between the two



         11  states?



         12       A.   Yes.



         13       Q.   Do you know if Mr. Kerbel would have



         14  communicated that same message in 2002 to any Wyoming



         15  officials?



         16       A.   I'm certain of it.



         17       Q.   When you mentioned you communicated it, do



         18  you recall specifically who you would have communicated



         19  that to in Wyoming?



         20       A.   It would have been in the same circumstances



         21  with the same people:  Mike Whitaker, Sue Lowry, and



         22  Pat Tyrrell.  But at different times in different -- at



         23  different occasions.



         24       Q.   Would these have been -- I'm sorry --



         25  in-person conversations that you mentioned you went to
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          1  a variety of meetings together.



          2       A.   What I remember was in person.  I don't



          3  remember having phone calls or e-mails about it.



          4       Q.   Again, do you recall if that would have been



          5  done on the record at a compact commission meeting?  Or



          6  would that have been off the record in a private



          7  conversation?



          8       A.   I think it -- my memory is not clear on this,



          9  as you can tell.  But I'm comfortable saying that I



         10  think it happened in both situations to more or less



         11  degrees.  But, for instance, we did talk about the



         12  reservoirs on the record.  And it would have come up at



         13  that time that we felt that there was a problem with



         14  when they were storing water and how much was being



         15  stored, et cetera.  And that would have been on the



         16  record.



         17            And about -- the other things which are --



         18  where you didn't have as much data right in front of



         19  you in terms of how many acres and where were they and



         20  that kind of thing, I did not bring up on the record.



         21  That was the kind of thing that I -- we would have been



         22  talking about on break or we would have -- Keith would



         23  have been talking with Mike on the phone or things like



         24  that.



         25       Q.   You mentioned reservoirs, and you had a
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          1  concern about reservoirs.  Can you tell us what the



          2  concern was?



          3       A.   We were concerned that -- we wanted to



          4  understand when they were diverting and how much they



          5  were diverting.  And our suspicion was that they were



          6  diverting water that should have been available to us



          7  or holding back water that should have been available



          8  to us.



          9       Q.   Did you have a concern in those years about



         10  whether the Tongue River Reservoir was going to fill?



         11       A.   Yes.



         12       Q.   Did it fill, do you recall, in 2001 and 2002?



         13            MR. KASTE:  Foundation.  He hasn't



         14  established that he has the foundation to answer that



         15  question at this point.



         16            SPECIAL MASTER:  You want to establish the



         17  foundation?



         18  BY MR. SWANSON:



         19       Q.   Had you ever received information from the



         20  Water Projects Bureau under your supervision about the



         21  status of the Tongue River Reservoir?



         22       A.   Regularly.  As well as the drought advisory



         23  committee reports.



         24       Q.   Do you recall if in 2001 and 2002 the Tongue



         25  River Reservoir filled?
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          1       A.   The Tongue River Reservoir did not fill in



          2  2001.  I know that for certain.  And I'm confident it



          3  did not fill in 2002.  To the best of my knowledge, it



          4  did not.



          5       Q.   Mr. Stults, I'm going to turn to four letters



          6  that are really part of a series.  And we won't spend a



          7  lot of time on them.



          8            MR. SWANSON:  But, Your Honor, it's Montana



          9  exhibit beginning Montana 142.



         10  BY MR. SWANSON:



         11       Q.   And I believe you have it there in front of



         12  you, Mr. Stults.



         13       A.   I have it.



         14       Q.   Can you identify this?



         15       A.   It's on Tongue River Water Users' Association



         16  letterhead.  It's dated May 3rd, 2002.  It's a letter



         17  from Art Hayes to Jack Stults.



         18       Q.   Was this your business address when you



         19  worked at DNRC?



         20       A.   Yes.



         21            MR. SWANSON:  Your Honor, I move admission of



         22  Exhibit Montana 142.



         23            MR. KASTE:  No objection.



         24            SPECIAL MASTER:  So no objection, Exhibit



         25  M142 is admitted into evidence.
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          1                      (Exhibit M142 admitted.)



          2  BY MR. SWANSON:



          3       Q.   Did you know Art Hayes, Mr. Stults?



          4       A.   I do know Art Hayes.



          5       Q.   Can you just summarize the communication that



          6  Mr. Hayes had in this letter and I guess how you --



          7  whether you took it seriously?



          8       A.   Yes.  Art is talking about the -- what he



          9  sees as expansion of water use in Wyoming and the



         10  seriousness of the issue.  And I would -- I did take



         11  this seriously.



         12       Q.   And then the next exhibit is Montana 144.



         13       A.   I have it.



         14       Q.   Could you identify this letter, please?



         15       A.   This is on the letterhead of the Montana



         16  House of Representatives.  It's a letter from



         17  Representative Norma Bixby to Jack Stults, dated May 6,



         18  2002.



         19       Q.   Can you identify that date stamp in the top



         20  right corner, please?



         21       A.   That's the standard date-received stamp used



         22  by the Department of Natural Resources and



         23  Conservation.



         24            MR. SWANSON:  I move admission of Exhibit



         25  Montana 144.
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          1            MR. KASTE:  No objection.



          2            SPECIAL MASTER:  Thank you.  Exhibit M144 is



          3  admitted into evidence.



          4                      (Exhibit M144 admitted.)



          5  BY MR. SWANSON:



          6       Q.   Can you tell us who Representative Norma



          7  Bixby is, please?



          8       A.   She was an elected representative to the



          9  House of Representatives, State of Montana,



         10  representing District 5, which is in the Tongue River



         11  Basin area, including parts of the Northern Cheyenne



         12  Reservation in our district.



         13       Q.   Did you have regular communication with her



         14  on these issues?



         15       A.   We communicated in the sense of how much a



         16  person in my position would communicate with a



         17  legislator, yes, it was regular.



         18       Q.   And then the next exhibit is Exhibit Montana



         19  141.  Could you identify that, please?



         20       A.   I have it.  It's a letter on the letterhead



         21  of the Department of Natural Resources and



         22  Conservation, dated May 23rd, 2002, to Norma Bixby from



         23  Jack Stults.



         24       Q.   Is that your signature at the bottom?



         25       A.   Yes.
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          1            MR. SWANSON:  Your Honor, I move admission of



          2  Exhibit Montana 141.



          3            MR. KASTE:  No objection.



          4            SPECIAL MASTER:  Exhibit M141 is admitted



          5  into evidence.



          6                      (Exhibit M141 admitted.)



          7  BY MR. SWANSON:



          8       Q.   Before I go to the last letter, I just want



          9  to ask you:  Is this a follow-up letter to Exhibit 144,



         10  the previous letter from Representative Bixby?



         11       A.   Yes.



         12       Q.   And then the last exhibit is Wyoming 67.



         13  Could you identify that, please?



         14       A.   I have it.



         15       Q.   Go ahead and identify it, please.



         16       A.   It's a letter on the Department of Natural



         17  Resources and Conservation letterhead, dated May 29,



         18  2002, to Art Hayes, the Tongue River Water Users'



         19  Association, from Jack Stults.



         20       Q.   And on page 2 it's signed Jack; is that your



         21  signature?



         22       A.   It is.



         23            MR. SWANSON:  Your Honor, I move admission of



         24  Exhibit Wyoming 67.



         25            MR. KASTE:  Apologize for the delay.  This
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          1  wasn't on the list of exhibits for Mr. Stults.



          2            SPECIAL MASTER:  No problem.  I understand.



          3  It's also difficult jumping back and forth between



          4  various numbers.



          5            MR. KASTE:  But I have no objection.



          6            SPECIAL MASTER:  Okay.  Thank you.  Exhibit



          7  W67 is admitted.



          8                      (Exhibit W067 admitted.)



          9            MR. SWANSON:  Thank you, Your Honor.



         10  BY MR. SWANSON:



         11       Q.   So I just want to ask you a couple questions



         12  about this series of letters.  First of all, it appears



         13  you're discussing an appropriation.  Can you just tell



         14  us, do you recall what that money request was for?



         15       A.   Yes.  It was -- the commission had started



         16  talking about doing some technical analysis.  And so I



         17  had put in a request in the budgeting process, the



         18  biannual budgeting process in preparation for the 2003



         19  legislature to ask for funds to help support that



         20  technical activity.



         21       Q.   And both Mr. Hayes and Representative Bixby



         22  referenced that that study was specifically looking at



         23  post-1950 Wyoming irrigation out of the Tongue River;



         24  was that part of your request?  I should say, was that



         25  the focus of your request?
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          1       A.   Yes.



          2       Q.   And then going to Exhibit 141, Montana 141,



          3  this is your reply to Representative Bixby.  So it



          4  appears that you make it clear that the budget request



          5  just couldn't go forward.  Do you recall why it didn't



          6  go forward for the 2003 legislature?



          7       A.   Yes.  The state of Montana, during those



          8  years, was running a significant multimillion dollar



          9  budget deficit.  So it was a struggle to get any



         10  additional funding for an agency.  And so this was



         11  denied, among the requests that were sent in.



         12            I don't remember whether it was denied by the



         13  department director or the budget office.  My weak



         14  memory is that it was rejected by the budget -- the



         15  governor's budget office.



         16       Q.   So it wasn't dropped because it was no longer



         17  a concern to you; is that correct?



         18       A.   That is very correct.



         19       Q.   And then going to Exhibit Wyoming 67.  This



         20  is your response to Mr. Hayes.  I wonder if you could



         21  just read that second paragraph of that letter, please.



         22       A.   "As you know, we met with Wyoming in an



         23  attempt to informally manage water supply in this year



         24  of continuing drought.  That meeting did not result in



         25  a plan to manage this year's short supply to maximum
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          1  advantage to all users in the Tongue River Basin



          2  regardless of the political boundary at the state



          3  line."



          4       Q.   So when you mentioned earlier discussions



          5  with Wyoming asking for more water, I'm wondering if



          6  this paragraph refers to those discussions.



          7       A.   Yes.



          8       Q.   And it appears, looking at that second



          9  sentence, is it your representation to Mr. Hayes that



         10  Wyoming rejected your request for more water?



         11       A.   Yes.



         12       Q.   But just to be clear, were you asking to



         13  change water rights or to change the compact, in your



         14  discussions with Wyoming?



         15       A.   I was not.



         16       Q.   And when you asked for technical funding for



         17  technical study, how did you think that would help --



         18  let me rephrase that 'cause Mr. Kaste might think



         19  that's leading.



         20            When you asked for funding for technical



         21  research on this area, was it -- did you view that it



         22  would be helpful to resolving the disagreements?



         23       A.   There are a number of reasons that I wanted



         24  us to get into technical -- working on technical



         25  information.  The -- technical information in the water
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          1  field always helps.  Maybe that's overbroad, but it's



          2  hardly.  But you cannot have too much information,



          3  technical information about water.  It's such a



          4  difficult commodity to know about and understand.



          5            So any time you have an opportunity to do



          6  some technical work, especially in collaboration with



          7  another entity, that will have additional resources and



          8  different perspective to bring to bear on it is a good



          9  thing to do.



         10            In terms of the strategy of trying to resolve



         11  what we in Montana saw as a problem on the Tongue, the



         12  opportunity to work together on technical information



         13  is good.  When you get into a conflict, the first thing



         14  you want to avoid is a conflict over the facts, over



         15  the data.  And if you can develop the data jointly, you



         16  are one big step down the road to avoiding distracting



         17  and sometimes very costly and delaying problems.



         18            Also, regardless of what route you take, if



         19  you're going to do management of the basin



         20  hydrologically, you're going to need the data.  If



         21  you're going to go to court, you're going to need the



         22  data.  So it -- even -- and if you're going to go to



         23  court -- if you end up going to court, which I was



         24  trying to avoid -- if you end up going to court, then



         25  the data can often be a basis for a resolution of the
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          1  conflict in -- within the litigation.



          2            So there's -- it's a multifaceted desire to



          3  get into developing data.



          4       Q.   You mentioned you were not eager to go to



          5  court; can you tell us why?



          6       A.   Wyoming had had conflicts with other states



          7  over water that had gone to litigation.  States around



          8  the nation had gone to litigation over water between



          9  states.  Montana had not.  And -- at least in the



         10  classic sense of just going to court in front of the



         11  Supreme Court like we are now.  And so they had a lot



         12  of experience; we did not.



         13            We were running multimillion dollar deficits.



         14  They were running multimillion dollar surpluses.  We



         15  had no resources; they had a lot.  So it looked like we



         16  were in a weak position to begin with.



         17            The history between Montana and Wyoming



         18  specifically had been that when we got into a -- when



         19  we tried to deal with a conflict over the language of



         20  the compact, it didn't go anywhere.  And so the main



         21  thing you're going to get into if you get into a legal



         22  situation, I thought, would be the language of the



         23  compact and that that was something that just seemed



         24  like it -- there are other ways to deal with water and



         25  manage water that is more effective, more productive,
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          1  less costly than going through litigation.  You go



          2  through the hydrologic approach.



          3            So that -- those were some of the most



          4  significant reasons why I wanted to avoid litigation.



          5       Q.   All right.  Thank you.  And I'm going to ask



          6  you to look at the next exhibit, which is Montana 166.



          7       A.   I have it.



          8       Q.   Can you identify it, please?



          9       A.   It is -- it looks like a copy of a memorandum



         10  or e-mail, I'm not sure which, from Sue Lowry to Jack



         11  Stults, dated Friday, June 18th, 2004, with the subject



         12  line, Wyoming document.



         13       Q.   And --



         14            SPECIAL MASTER:  Can I just pause



         15  Mr. Swanson?  Just because it looks like we may have



         16  had the wrong exhibits pulled this morning.  Would you



         17  mind just telling me what Montana exhibits you're still



         18  planning on using this afternoon?



         19            MR. SWANSON:  Montana 166, Montana 434,



         20  Montana 186.  There's a couple of joint exhibits.  Do



         21  you want that list?



         22            SPECIAL MASTER:  Not at the moment.



         23            MR. SWANSON:  No, you don't?



         24            SPECIAL MASTER:  No.



         25            MR. SWANSON:  Okay.  Montana 149, Montana
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          1  173, Montana 172, Montana 168, Wyoming -- I'm sorry.



          2  Montana 161.  I believe that's it for the Montana



          3  exhibits.



          4            SPECIAL MASTER:  Okay.  So just off the



          5  record for a moment.



          6                      (Discussion held off the



          7                      record.)



          8            SPECIAL MASTER:  Sorry, Mr. Swanson.  So you



          9  were on Exhibit Montana 186.



         10            MR. SWANSON:  Yes, Your Honor.  Can I confer



         11  with my cocounsel for a second?



         12            SPECIAL MASTER:  Yes, you may.



         13            MR. SWANSON:  Your Honor, I do intend to call



         14  additional Wyoming exhibits.  Do you want that list as



         15  well?



         16            SPECIAL MASTER:  So far I seem to have the



         17  Wyoming exhibits that you plan to call.  It's just a



         18  different stack of Montana exhibits.  I assume, for



         19  example, mine start at -- this is all off the record.



         20                      (Discussion held off the



         21                      record.)



         22            SPECIAL MASTER:  We can go back on the



         23  record.



         24  BY MR. SWANSON:



         25       Q.   So, Mr. Stults, I forgot where we left off.
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          1  Can you identify this Exhibit Montana 166?



          2       A.   It looks like an e-mail, a printout of an



          3  e-mail from Sue Lowry to Jack Stults, Friday,



          4  June 18th, 2004, subject line is Wyoming document.



          5            MR. SWANSON:  Your Honor, I move admission of



          6  Exhibit Montana 166.



          7            MR. KASTE:  No objection.



          8            SPECIAL MASTER:  So Exhibit M166 is admitted



          9  into evidence.  And I'm keeping track of them.



         10                      (Exhibit M166 admitted.)



         11  BY MR. SWANSON:



         12       Q.   Mr. Stults, I wonder if you could just look



         13  at the -- there's kind of a break in the document with



         14  a Internet address and line that says, "Please let me



         15  know."  I'm wondering if you could look at the next



         16  section that begins "Keith Kerbel had provided."  And



         17  I'm interested in that big, long sentence beginning



         18  "Keith Kerbel had provided."  If you could read that,



         19  please.



         20       A.   "Keith Kerbel had provided us at the



         21  commission meeting last December a copy of the



         22  five-page summary report completed for you by HKM in



         23  the 'reconnaissance study of expanded irrigation water



         24  use Tongue River drainage-Wyoming.'"



         25       Q.   So you provided a document to them, it looks
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          1  like in December of 2003.  I wonder if you could look



          2  at Montana Exhibit 434 and tell us if this is the HKM



          3  study that Sue Lowry is referring to?



          4            SPECIAL MASTER:  Actually, we need to go off



          5  the record again just for a second.



          6                      (Discussion held off the



          7                      record.)



          8            SPECIAL MASTER:  So then we're on Exhibit



          9  M434.



         10  BY MR. SWANSON:



         11       Q.   So, Mr. Stults, the previous exhibit from Sue



         12  Lowry mentioned an HKM report, reconnaissance study of



         13  expanded irrigation water use Tongue River



         14  drainage-Wyoming that Montana had provided to Wyoming.



         15  Can you tell us whether this Exhibit M34 is that study?



         16       A.   This is the summary report from that study.



         17       Q.   And if you could look at the first line under



         18  introduction, it says that HKM entered into an



         19  agreement with Montana DNRC in June 2002.  Do you have



         20  knowledge of that agreement?



         21       A.   Not any specific knowledge in terms of being



         22  able to tell you what the terms were or anything like



         23  that.  But I remember we hired HKM.



         24       Q.   In 2002?



         25       A.   Correct.
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          1            MR. SWANSON:  Your Honor, I move admission of



          2  Exhibit Montana 434.  And I do want to point out that



          3  the document has actually only six pages.  And I



          4  believe the exhibit is 12 because it's the same



          5  document repeated twice.  So I apologize for that.  And



          6  we can limit the admission.  It would just be page



          7  Wyoming 102610 including Wyoming 102615.



          8            SPECIAL MASTER:  Mr. Kaste?



          9            MR. KASTE:  It's my understanding this



         10  document makes reference to attached maps which are not



         11  attached.  I guess I don't really have an objection to



         12  this exhibit.  But it is incomplete in that regard.



         13            SPECIAL MASTER:  So two or three things:



         14  Number one, we will admit Exhibit M434.  We'll admit



         15  the first six pages of Exhibit M434.



         16                      (Exhibit M434 admitted.)



         17            SPECIAL MASTER:  And it will be noted, for



         18  the record, that it does not include any maps.  And let



         19  me just actually ask the witness:  I noticed that the



         20  letter from Sue Lowry notes that the report that she



         21  had received did not include accompanying maps.  So do



         22  you know whether or not there were any maps attached to



         23  this report other than the seven that she mentions



         24  there?



         25            THE WITNESS:  I don't remember whether I
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          1  handled the maps or not.  I just would have to go with



          2  what was said here and my knowledge that they were in



          3  communication and trading back data.  And it's my



          4  understanding that what was asked for was given.



          5            SPECIAL MASTER:  Okay.



          6            You can proceed.



          7            MR. SWANSON:  Thank you, Your Honor.



          8  BY MR. SWANSON:



          9       Q.   So can you explain why you engaged HKM to



         10  conduct that reconnaissance study, or why DNRC did?



         11       A.   HKM had done some work for Wyoming on their



         12  water-planning process.  And, therefore, they seemed to



         13  be in a good position to be able to do some analysis of



         14  water use in Wyoming because of that background that



         15  they had.  And it seemed as though it was an efficient



         16  way to move forward on compiling the information that



         17  we were looking for about water use, especially



         18  post-'50, in Wyoming.



         19       Q.   Can you look at page 3 of this Exhibit M434?



         20  There's a table there.



         21       A.   I see it.



         22       Q.   And there are several column headings across



         23  the top.  It says fifth level watershed, sixth level



         24  watershed.  And then it says irrigation era with a



         25  number of different time frames across the top; do you
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          1  see that?



          2       A.   I see that.



          3       Q.   And I'm interested in that second heading



          4  that says irrigated in 1940s, 1950s, 1990s.



          5       A.   I see it.



          6       Q.   And I'm just guessing, even though I'll get



          7  to the 1990s one in a moment, was that acreage that you



          8  focused on as post-1950 irrigation, or were you focused



          9  on other categories?



         10       A.   Frankly, I don't remember.



         11       Q.   Okay.  And if you look at the third column,



         12  "Irrigated Only in the 1990s," you come down to the



         13  bottom.  Can you read that total acreage in the column



         14  that is at the bottom labeled "Irrigated only in



         15  1990s"?



         16       A.   Three thousand one hundred eighty.



         17       Q.   Was this information -- number one, we know



         18  it was provided to Wyoming because Mrs. Lowry's e-mail



         19  told us it was.  Was this information involving



         20  conversations with Wyoming as far as their extra use



         21  taking away water from Montana's earlier rights?



         22       A.   I -- I don't remember this being a



         23  specific -- I did not use this specific number in a



         24  conversation with Wyoming, that I remember.  And I



         25  can't say whether it was used specifically in a
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          1  conversation by other staff.  I don't remember.  But it



          2  may well have been.



          3       Q.   Did --



          4       A.   My suspicion was that it was because the



          5  technical committee was sharing this information and



          6  they were meeting.  And my expectation is that they



          7  would have -- or my assumption -- no, what I believe is



          8  that they would have talked about this.



          9       Q.   Okay.  And then going to page 4, there's



         10  another table on page 4 labeled Table 2.  And it's



         11  irrigated acreage by priority date, lands irrigated



         12  only in the 1990s.  And do you recall, or did you see



         13  this table?



         14       A.   I do recall this one.



         15       Q.   Did you have any conclusions as a result of



         16  seeing the data in this table?



         17       A.   Yes.  It did show that there was -- that our



         18  concern about post-'50 development and use of water was



         19  accurate, was founded.



         20       Q.   And then going to the final page of this



         21  document, there are two tables actually.  One's labeled



         22  Wyoming, and one's labeled Montana.



         23            But I'm looking -- actually, I apologize.



         24  I'm going to ask you to go back to page 5.



         25       A.   I have it.
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          1       Q.   And that second full paragraph at page 5



          2  referring to reservoirs, I wondered if you could just



          3  read that first -- or the first two sentences there.



          4       A.   "HKM also observed that additional small



          5  reservoirs were constructed in the intervening years



          6  following the signing of the compact.  Three facilities



          7  in particular are noted."



          8       Q.   And then it mentioned three reservoirs.  Are



          9  you familiar with these reservoirs?  It mentions Wagner



         10  Reservoir, Five Mile Reservoir, and I'm going to try



         11  this pronunciation.  Dzendolet Reservoir, I'll spell



         12  it, D-z-e-n-d-o-l-e-t.  Are you familiar with these



         13  reservoirs?



         14       A.   I don't remember.



         15       Q.   We can set this aside for a moment.



         16            As we move out of the year 2000 into 2003,



         17  did Montana's communication to Wyoming regarding your



         18  interpretation of the compact change after 2002?  Or



         19  did you continue to express the same view about



         20  Montana's pre-'50 irrigation being protected?



         21       A.   Our perspective interpretation of the compact



         22  did not change.



         23       Q.   And you don't recall if Wyoming's perspective



         24  changed, or did it remain the same?



         25       A.   I don't remember their perspective changing.
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          1       Q.   So at the end of 2002, we've had three dry



          2  years:  2000, 2001, and 2002.  Had Wyoming, at this



          3  point, agreed to any of your requests to send more



          4  water to Montana for senior pre-1950 water rights on



          5  the Tongue River?



          6       A.   No, they did not.



          7       Q.   And had they offered any suggestions of how



          8  they could supply more water?



          9       A.   No.



         10       Q.   And had they shut down or curtailed any



         11  post-1950 irrigation or post-1950 storage activities at



         12  your request?



         13       A.   Not that I was aware of.



         14       Q.   So did you feel your efforts were being



         15  fruitful in those three dry years?



         16       A.   No, they hadn't come up with the fruit that I



         17  had intended.  But there was some good work done.



         18       Q.   And what was the progress?  What was the work



         19  that was being done between the two states at this



         20  point?



         21       A.   Mostly sharing information and developing



         22  some new data.



         23       Q.   Do you recall in 2003 if it was a dry year,



         24  or was it an adequate year?



         25       A.   It was dry.
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          1       Q.   It was dry?



          2       A.   Yes.



          3       Q.   Did you make a request in 2003 for water from



          4  Wyoming?



          5       A.   Of the same type of conversations and



          6  discussions and characterization of the problem that we



          7  did in the prior years.



          8       Q.   So you continued to express Montana's



          9  position on the compact.  But do you recall if you



         10  asked them specifically to send more water in 2003;



         11  that Montana's rights weren't being met?



         12       A.   Not in so many words.



         13       Q.   And then going into 2004, were you -- what



         14  was 2004 like as far as the water year goes?



         15       A.   2004 was another very dry year.



         16       Q.   Is it safe to say you were monitoring water



         17  levels as you came into the spring and summer months of



         18  2004?



         19       A.   Yes.



         20       Q.   And you were still working on the Drought



         21  Advisory Committee?



         22       A.   Yes.



         23       Q.   I'm going to ask you to look at Montana



         24  Exhibit 186.



         25       A.   I have it.





                          Bray Reporting (406) 670-9533

�                                                                   714



                                JOHN EDWIN STULTS - October 21, 2013

                                   Direct Examination by Mr. Swanson





          1       Q.   Can you identify this document?



          2       A.   This is a printout of an e-mail sent on the



          3  State of Montana e-mail system from Marty VanCleave to



          4  Jack Stults, dated Monday, May 17th, 2004, with the



          5  subject line re, r-e, interstate water flows, May 17th.



          6       Q.   Do you know who Marty VanCleave is?



          7       A.   Yes.  Marty VanCleave was a water rights



          8  specialist in the Billings regional office.



          9            MR. SWANSON:  Your Honor, I move admission of



         10  Montana Exhibit 186.



         11            MR. KASTE:  I don't see anything about the



         12  Tongue River, really, in here.  I don't understand its



         13  relevance.  This would be an e-mail about the situation



         14  on the Powder.



         15            SPECIAL MASTER:  Mr. Swanson?



         16  BY MR. SWANSON:



         17       Q.   Can you read the line directly above the



         18  salutation, "Thanks Marty," at the end, Mr. Stults?



         19       A.   "Were you also looking at the Tongue?  I know



         20  T & Y is 'rationing' water."



         21            SPECIAL MASTER:  Okay.  If there's still an



         22  objection, it's overruled.



         23            MR. SWANSON:  Thank you, Your Honor.



         24            SPECIAL MASTER:  So Exhibit M186 is admitted



         25  into evidence.
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          1                      (Exhibit M186 admitted.)



          2  BY MR. SWANSON:



          3       Q.   When he says the "T & Y," what do you



          4  understand that to mean?



          5       A.   The T & Y irrigation ditch on the Tongue



          6  River.



          7       Q.   And when he says "rationing water," what do



          8  you understand that to mean?



          9       A.   Just the basic meaning of the term is that



         10  when there is a shortage, there is a reduction of the



         11  portions given out to the participants.



         12       Q.   Does that mean that there's a shortage of



         13  water as of May 17th?



         14       A.   I think it's -- yes, it does.



         15       Q.   So in 2004, did you have an opinion as to



         16  whether Montana was receiving all of its pre-1950 water



         17  rights on the Tongue?



         18       A.   We were not.



         19       Q.   And do you know whether there were water



         20  commissioners on the Tongue in 2004?



         21       A.   There were.



         22       Q.   And do you know whether the Tongue River



         23  filled in 2004?



         24       A.   Did not.



         25       Q.   Were you able to communicate any of these
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          1  facts to Wyoming in that year?



          2       A.   Yes.  We did.  Whether I specifically



          3  communicated or it was through the technical team and



          4  Keith Kerbel or all of us, it was communicated.



          5       Q.   It was communicated prior to your sending the



          6  next letter we're going to look at, the call letter?



          7       A.   Yes.



          8       Q.   Okay.  And what was Wyoming's response to



          9  those initial communications?



         10       A.   Same as it had been, that nothing was



         11  happening in Wyoming that shouldn't be happening and



         12  that it was -- everything happening in Wyoming was



         13  consistent with the compact.



         14       Q.   I'm going to ask you to look at Joint



         15  Exhibit 64.  Can you identify this document?  And it's



         16  already admitted.  So I -- we won't ask the Court to



         17  admit it.  But if you could just identify it.



         18       A.   It's a letter on Department of Natural



         19  Resources and Conservation letterhead to Pat Tyrrell



         20  from Jack Stults, dated May 18th, 2004.



         21       Q.   And can you read that first sentence of the



         22  letter?



         23       A.   "This is the letter that I mentioned would



         24  follow our phone -- telephone call regarding the



         25  current need for administration of the compact."
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          1       Q.   So you had told him, apparently on a phone



          2  call prior to this, that we needed to administer the



          3  river; is that correct?



          4       A.   That's correct.  I called him -- I can't



          5  remember how many days ahead of time -- before sending



          6  this letter.



          7       Q.   And then in the next sentence, it seems to



          8  indicate that you had talked to him about this issue at



          9  the compact commission meeting in April?



         10       A.   Correct.



         11       Q.   So when you say, "I agreed to send you a



         12  letter stating our concerns and needs," do you know



         13  whether that means that you had asked him in April for



         14  this call and you had then agreed to send a letter?  Is



         15  that what that statement is supposed to mean?



         16            MR. KASTE:  That's a little bit leading.  Why



         17  don't we just ask him, what you did mean?



         18            SPECIAL MASTER:  I think that would probably



         19  be a better phrasing of the question.



         20  BY MR. SWANSON:



         21       Q.   So if you look at that second sentence,



         22  Mr. Stults, can you just tell us what you meant by that



         23  statement, "At the Yellowstone River Compact Commission



         24  meeting in April, I agreed to send you a letter stating



         25  our concerns and needs"?
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          1       A.   Well, that we had talked about the issue and



          2  that it was clear that we are in a conflict and in



          3  disagreement and that I would follow up with a letter



          4  that would explain our perspective, Montana's



          5  perspective.



          6       Q.   And then in this letter going to the section



          7  that's Tongue River, which really begins in the second



          8  full paragraph, can you just explain generally what you



          9  intended or what you communicated with your call to



         10  Wyoming for water on the Tongue River?



         11       A.   Well, that we were not getting our portion of



         12  water, that only our first two rights were being



         13  satisfied and then the details of that.  And that also



         14  that I'd notified other water users that we were going



         15  to go forward with our request.



         16       Q.   And had you noticed the Northern Cheyenne



         17  that you intended to call on Wyoming for water?



         18       A.   Yes.



         19       Q.   And then if you could look at the second page



         20  of this letter.



         21       A.   I have it.



         22       Q.   It would be the third full paragraph.  It's



         23  the paragraph below the one that's headed Clark's Fork



         24  of the Yellowstone.  So this paragraph would begin, "as



         25  compact commissioner for Montana and as directed by
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          1  Governor Martz."  I'm looking at the sentence that



          2  begins "as you reported at the April technical



          3  meeting."



          4       A.   I see it.



          5       Q.   Can you just read the portion of the storage



          6  related to the Tongue River drainage?



          7       A.   "Wyoming is currently storing 9,369 acre-feet



          8  of post-1950 water in the Tongue River drainage and



          9  214,722 acre-feet of post-1950 water in the Powder



         10  River Basin."



         11       Q.   And then your request is -- skip a sentence,



         12  and it begins "we hereby request."  Could you read that



         13  sentence, please?



         14       A.   "We hereby request that all these stored



         15  waters be immediately released and delivered to the



         16  Montana border to begin to satisfy our valid and



         17  protected pre-1950 water rights on the Tongue and the



         18  Powder Rivers."



         19       Q.   And then in the following sentence, what



         20  article of the compact are you referencing there?



         21       A.   "This call is for all pre-1950 Montana



         22  water -- prior water rights in those drainages as



         23  protected in the compact in Article 5A and needed to



         24  satisfy the senior appropriative rights in Montana."



         25       Q.   Now, you attached some supporting documents
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          1  to this letter.



          2            MR. SWANSON:  And, Your Honor, these are part



          3  of the joint exhibit, even though it's an affidavit.



          4  So I just want to beg your leave to inquire into the



          5  affidavit that was already admitted.



          6            SPECIAL MASTER:  So just to be clear, is this



          7  actually part of -- 'cause I actually don't have it in



          8  front of me.  Is this part of J64?



          9            MR. SWANSON:  It is, Your Honor.  At the time



         10  that Mr. Stults sent the letter, he attached an



         11  affidavit from Mr. Hayes to Wyoming as well as some



         12  additional documents.



         13            SPECIAL MASTER:  Okay.  Mr. Kaste?



         14            MR. KASTE:  We don't have any problem with



         15  this affidavit being part of the joint exhibits.  It



         16  has an independent legal significance just by virtue of



         17  being attached.  I want to make sure that -- I'm done.



         18            SPECIAL MASTER:  Okay.  Thank you.  And just



         19  to clarify, this is part of, then, Exhibit J64, and



         20  therefore, you're not asking to have anything new



         21  admitted into evidence.  This has already been



         22  admitted?



         23            MR. SWANSON:  That's correct, Your Honor.



         24            SPECIAL MASTER:  Okay.  Thank you.



         25
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          1  BY MR. SWANSON:



          2       Q.   So, Mr. Stults, there's an affidavit from



          3  Mr. Hayes that's following your letter, beginning on



          4  page Wyoming -- WYO31304; do you see that?



          5       A.   I do.



          6       Q.   And I just want to ask you, it looks like it



          7  will be the third page of his affidavit, paragraph 8.



          8       A.   I see it.



          9       Q.   And paragraph 10 as well.  What was your



         10  understanding of the amount of -- I guess, let me say



         11  it this way:  What was your understanding of the need



         12  for -- what was your understanding of the level of the



         13  Tongue River Reservoir at that time?



         14       A.   It was down quite a bit.



         15       Q.   And did you have an understanding of what



         16  impact that has on water users in the Tongue River if



         17  the reservoir is down at the beginning of the



         18  irrigation season?



         19       A.   Yes.  It's critically bad times.



         20       Q.   And did you know which water rights were



         21  being fulfilled on the Tongue River -- which pre-'50



         22  water rights were being fulfilled on the Tongue River



         23  at that time?



         24       A.   I did.



         25       Q.   Which ones were being fulfilled?
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          1       A.   I can't remember specifically.  But I know



          2  that I was -- I had that information, and it was part



          3  of my basis for making the decision to send the letter.



          4       Q.   And do you know if there were water



          5  commissioners on the Tongue River in 2004?



          6       A.   There were.



          7       Q.   I'm going to ask you to look at the next



          8  exhibit, which is Joint Exhibit 65.  And we won't talk



          9  too much about this one.



         10       A.   I have it.



         11       Q.   If you could just identify this for us.



         12       A.   It's a letter on the state engineer's office



         13  letterhead dated May 24th, 2004, to Jack Stults from



         14  Pat Tyrrell.



         15       Q.   Did you receive this letter in -- did you



         16  receive this letter?



         17       A.   Yes.



         18       Q.   And I understand that Mr. Tyrrell is



         19  essentially saying that they're unable to -- or they



         20  are not going to honor your call.  But I wondered if we



         21  could look at the second page briefly.  And the



         22  paragraph would be the second full paragraph beginning



         23  with "what water is apportioned is specified."



         24       A.   I see it.



         25       Q.   Can you just read -- you don't need to read
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          1  all of it.  I would just say read the three lines.



          2       A.   "What water is apportioned is specified in



          3  Article 5 Section B which allocates between the states



          4  any water that was not used and not appropriated as of



          5  January 1st, 1950.  On the Tongue, Montana is to



          6  receive 60 percent of the post-1950 direct flow water



          7  and post-1950 storable water."



          8       Q.   That's good.  Were you talking about



          9  post-1950 allocated water under Article 5B, or were you



         10  calling for water to protect your pre-1950 water rights



         11  under Article 5A?



         12       A.   A.



         13       Q.   Did you expect this letter to result in an



         14  agreement or litigation, or did you have any



         15  expectation?



         16       A.   I had -- I had a hope that it would -- that



         17  it would refocus our efforts which had not gone very



         18  far in terms of resolving the conflict -- the concern



         19  that we had in Montana about the use of water in



         20  Wyoming.  And I hoped that would happen.  My



         21  expectation was that it might happen.  And my fear was



         22  that it would not.



         23       Q.   And did you -- what was your -- did your



         24  working relationship with Mr. Tyrrell change after



         25  these letters?
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          1       A.   No, I don't believe it changed at all.  I



          2  think we still, all the way through the process, the



          3  whole time that I was in my position, had a good



          4  working and personal relation both.



          5       Q.   So next we're going to look at a number of



          6  letters that are messages -- letters and e-mails back



          7  and forth between you and Mr. Tyrrell and your staff



          8  and his staff in the remainder of 2004.  And I guess



          9  what I'd like to do is just, as we go through each one,



         10  if you could just briefly comment on the process.  But



         11  I don't intend to linger very long on any individual



         12  document.



         13            So we can begin with exhibit -- Joint



         14  Exhibit 66.



         15       A.   I have it.



         16       Q.   So this letter appears to be from Mr. Tyrrell



         17  to yourself.  And what is he asking for here?



         18       A.   Documents and other materials.



         19       Q.   And it appears that it's a lot of technical



         20  data as well as some documents related to -- I'm



         21  looking at page 2, No. 6, "For example, Rich Moy



         22  alluded to definitive evidence of the change in



         23  consumptive use when converting from flood to sprinkler



         24  application."



         25            I know that's no longer relevant in this
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          1  case.  But it appears that both sides are -- are they



          2  building a case, or are they trying to understand each



          3  other?



          4       A.   I don't know that there's a difference.



          5  You're always trying to understand each other



          6  regardless which direction you're going.  At least I



          7  was always -- that was my approach.  And that was the



          8  approach that I felt was being shared on both sides, is



          9  that we were trying to understand the issue and trying



         10  to understand each other.  And that the direction it



         11  took would be -- that I was still intending to not --



         12  my hope was that if we did share this information, it



         13  would continue to form the basis and the grounds for



         14  some kind of agreement.



         15       Q.   And then the next document, Joint Exhibit 67,



         16  this appears to be a letter from you back to



         17  Mr. Tyrrell also asking for information.  And I guess



         18  the question at this point is:  Were these information



         19  requests being fulfilled by each state; your requests



         20  to Mr. Tyrrell and his requests to you?



         21       A.   My memory is, to the best of our ability,



         22  they were.  That -- yes.



         23       Q.   And were you -- did you have any staff



         24  members that were spending time gathering this



         25  information for you?
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          1       A.   Yes.



          2       Q.   Do you know who those were?



          3       A.   I can't give you -- I can't be confident that



          4  I can give you a complete list.  But it was staff



          5  primarily within the Water Management Bureau under the



          6  direction of Rich Moy.



          7       Q.   And then the next document is Exhibit Wyoming



          8  76.  Can you identify this document, please?



          9       A.   I have -- I don't think I have Wyoming 76.



         10  Just a second.  I have it.



         11       Q.   Okay.  Can you identify this, please?



         12       A.   It is an e-mail from Patrick Tyrrell to me,



         13  J. Stults, using my e-mail address, dated Wednesday,



         14  June 9th, 2004, with a subject line, re: legal issues.



         15            MR. SWANSON:  Your Honor, I move admission of



         16  Wyoming Exhibit 76.



         17            MR. KASTE:  No objection.



         18            SPECIAL MASTER:  Exhibit Wyoming 76 is



         19  admitted.



         20                      (Exhibit W076 admitted.)



         21  BY MR. SWANSON:



         22       Q.   And, Mr. Stults, the reason that I grabbed



         23  this one, it really stood out to me near the bottom.



         24  And we can see what this is, is this is an e-mail



         25  string of several replies back and forth between you
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          1  and Mr. Tyrrell.  And near the bottom I see a statement



          2  from you that begins "on deeper reading of your



          3  letter."



          4       A.   I see that.



          5       Q.   Could you that full sentence, please?



          6       A.   This is me speaking, I believe.



          7       Q.   It is.  It's you speaking, I believe, to



          8  Mr. Tyrrell.



          9       A.   "On deeper reading of your letter and my



         10  letter, it is clear to me that interpretation of the



         11  compact is an issue, especially Articles 5 and 18.



         12  This means there are not just technical things at play.



         13  Therefore, I am convinced we do need to have legal



         14  staff in Sheridan to hear the discussions about the



         15  compact language and give input as we desire to do



         16  follow-up research."



         17       Q.   I appreciate that.  That's good.  And then I



         18  wonder if you could look at Mr. Tyrrell's response to



         19  you, which would be the middle of that front page.  And



         20  it begins "Jack, well, whatever."



         21       A.   I see it.



         22       Q.   I wonder if you could read that and just tell



         23  us what you understood that to mean.



         24       A.   "Jack, well, whatever differences we have



         25  should not be anything we as states didn't discuss in
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          1  the '80s when this issue was hot previously."



          2       Q.   What did you take that to mean?  What did you



          3  understand from that statement?



          4       A.   That he's referring to the conflict that we



          5  discussed earlier today that took place in the 1980s



          6  over the compact language and use of water in Wyoming.



          7       Q.   So does it appear it's not a new issue to



          8  Wyoming as far as Montana's concerns for water and



          9  interpretation of the compact?



         10       A.   It certainly was not a new issue.



         11       Q.   And then if we could look at the next



         12  exhibit, which is Wyoming 84.  And I'm going to try to



         13  just speed through these.  But the reason I'm looking



         14  at this Wyoming 84 --



         15       A.   I have it.



         16       Q.   Could you identify it, please?



         17       A.   It's an e-mail from Jack Stults to Patrick



         18  Tyrrell dated 6/17/04, subject line re: status.



         19            MR. SWANSON:  Your Honor, I move admission of



         20  Exhibit Wyoming 84.



         21            MR. KASTE:  No objection.



         22            SPECIAL MASTER:  Exhibit W84 is admitted.



         23                      (Exhibit W084 admitted.)



         24  BY MR. SWANSON:



         25       Q.   And then I'm actually going to look at
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          1  Wyoming 113, and we'll just talk about these together.



          2  If you could look at Wyoming 113.



          3       A.   I have it.



          4       Q.   Could you identify it, please?



          5       A.   It's an e-mail from Jack Stults to Pat



          6  Tyrrell dated 7/9/04 subject line re: gov meeting.



          7            MR. SWANSON:  Your Honor, I move admission of



          8  Wyoming 113.



          9            MR. KASTE:  No objection.



         10            SPECIAL MASTER:  Exhibit W113 is admitted



         11  into evidence.



         12                      (Exhibit W113 admitted.)



         13  BY MR. SWANSON:



         14       Q.   So these two messages appear to be a



         15  discussion of a possible meeting between the two



         16  governors of the states.  Can you just explain the



         17  conversation that's happening at this time?  And then



         18  it appears ultimately they didn't discuss it.  Can you



         19  explain why?



         20       A.   As I remember it, the governors were going to



         21  be getting together for something.  And I can't



         22  remember what it was.  But it was not specifically this



         23  issue.  But it provided the opportunity for the two



         24  governors to talk about this issue.  So Pat and I were



         25  exchanging communication to see if that was what the
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          1  governors wanted to do and encourage that they do it.



          2       Q.   And then your message said Governor Martz



          3  asked the staff to keep working on this.  Was there



          4  still not a desire in Montana to go to litigation?  I'm



          5  just wondering -- I'm wondering what your view of the



          6  escalation of steps were going to be after the 2004



          7  letter.



          8       A.   Well, I felt at the time that my job was



          9  always to try and get us to the most productive, least



         10  costly, most effective solution to any problem.  So my



         11  goal was -- and I believed at the time that litigation



         12  was not that.



         13            So it was always my intent to try to come up



         14  with something, some kind of agreement with us that



         15  was -- that would preclude litigation.  So I was not,



         16  quote, moving to litigation.  I was trying always to



         17  move in a different direction.  However, the motion



         18  that we were taking was moving us closer in that



         19  direction.  There's no question about that.



         20       Q.   And then I'm going to conclude this



         21  particular discussion with two more exhibits that are



         22  communication along this line.  And that's beginning



         23  with Montana 172.



         24       A.   Montana 172?



         25       Q.   Yes.
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          1       A.   I have it.



          2            MR. DRAPER:  Your Honor, if I might interrupt



          3  for a second and point out the time just so that we act



          4  consistently with your desires this afternoon.



          5            SPECIAL MASTER:  Yeah.  Thank you,



          6  Mr. Draper.  I was noticing the clock too.  But when



          7  Mr. Swanson said that there were two other exhibits



          8  that he was going to turn to, I thought maybe I would



          9  let him finish with those two, and then we'd break for



         10  the day.



         11            MR. SWANSON:  Yes, Your Honor.  I'll do that



         12  with alacrity, and then that will give us a good



         13  transition point to resume later.



         14  BY MR. SWANSON:



         15       Q.   So Montana 172, could you identify it,



         16  please?



         17       A.   It's an e-mail from Patrick Tyrrell to Sue



         18  Lowry, Hugh McFadden, Mike Whitaker, dated 7/29/04,



         19  subject, Montana.



         20       Q.   Do you see a CC line at the bottom of that



         21  message?



         22       A.   I do.  It's a CC to me.



         23            MR. SWANSON:  Your Honor, I move admission of



         24  Montana Exhibit 172.



         25            MR. KASTE:  No objection.
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          1            SPECIAL MASTER:  Exhibit M172 is admitted.



          2                      (Exhibit M172 admitted.)



          3  BY MR. SWANSON:



          4       Q.   And then we're going to talk about this next



          5  one together with it as a pair.  And that would be



          6  Exhibit Wyoming 128.  If you could identify that one.



          7       A.   I have it.  It's an e-mail from Jack Stults



          8  to a group of my staff, headed by Rich Moy, dated



          9  July 30th, '04, subject line, Wyoming.



         10            MR. SWANSON:  Your Honor, I move admission of



         11  Exhibit Wyoming 128.



         12            MR. KASTE:  No objection.



         13            SPECIAL MASTER:  Exhibit W128 is admitted.



         14                      (Exhibit W128 admitted.)



         15  BY MR. SWANSON:



         16       Q.   And I would just note, Mr. Stults, that it



         17  appears you copied Pat Tyrrell at the bottom of that



         18  message as well?



         19       A.   Correct.



         20       Q.   So these messages are pretty well mirror



         21  messages from Mr. Tyrrell and yourself to your staff.



         22  And then you copied each other.  So it appears to be an



         23  agreed-upon communication.  Can you just explain what



         24  you resolved to do at this point?



         25       A.   This is where we're setting up the technical
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          1  teams.  I can't remember if it's when we were setting



          2  them up.  But we were giving instructions and guidance



          3  to the two technical teams.



          4       Q.   And did you at this point expect Wyoming to



          5  make any more changes in terms of answering your call



          6  affirmatively before the end of this irrigation season?



          7       A.   My optimism was waning.



          8       Q.   Your optimism was waning, okay.  Did you view



          9  this as some kind of a foundation to work on for future



         10  years?



         11       A.   Yes.



         12       Q.   Did you have an impression at this point --



         13  we're at the end of the summer of 2004 nearly --



         14  whether there could be a technical solution that could



         15  be worked out?



         16       A.   Yes.  I still believed there was.  And I



         17  still believe there is today.  And this -- this did not



         18  seem extraordinary to me to be doing this when you're



         19  given the background of the types of litigation and the



         20  time and resources that have been expended across the



         21  west on this kind of issue.  To be putting together a



         22  technical team and trying to come up with the data and



         23  information to share it once again.  It forms the basis



         24  for agreement.  And it can form the basis for agreement



         25  at any point along the way.  It could form the basis
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          1  for agreement at 5:30 this afternoon.



          2       Q.   And as you were at that point in the end of



          3  irrigation year 2004, did Wyoming -- had Wyoming given



          4  you any indication that they were inclined to go in



          5  that direction of finding a solution given sufficient



          6  technical data?



          7       A.   I thought it was possible.  I really did.  I



          8  believed that there was a nature of water resource



          9  management in the west that was changing.  The



         10  collaborative approach was getting much more accepted



         11  and successful.  And even Wyoming settled with



         12  Nebraska.



         13            And so it just seemed to me that there was --



         14  that it was the right thing to be doing to be moving in



         15  that direction.  There was no question that the



         16  settlement of Wyoming and Nebraska was based on a



         17  tremendous amount of information that had been shared



         18  and developed over a long period of time.



         19            So to take the time to do what we were doing



         20  here did not seem in any way extraordinary to me.  It



         21  seemed like exactly the right path we were going to go



         22  down, frankly, regardless of what forum you ended up



         23  settling the thing in.  And my hope and fear to the



         24  roots of my soul were that it would be outside of



         25  court.
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          1       Q.   And just a final question here:  As you're



          2  moving towards what you optimistically think is going



          3  to be a technical solution, did you withdraw your



          4  request from 2004 for more water from Wyoming?



          5       A.   No.



          6       Q.   Did you withdraw your request from 2002 for



          7  more water?



          8       A.   No.



          9       Q.   Did you withdraw your 2001 request for more



         10  water?



         11       A.   No.



         12       Q.   And if there had been a 2000 call from one of



         13  your staff, had you withdrawn that 2000 call?



         14       A.   No.



         15            MR. SWANSON:  I think that will probably be



         16  it for today, Your Honor.  And we'll pick up tomorrow



         17  morning.



         18            SPECIAL MASTER:  Okay.  Thank you,



         19  Mr. Swanson.  Just so that we have a sense of timing



         20  going into tomorrow, do you have a sense as to how much



         21  more direct examination you have of Mr. Stults?



         22            MR. SWANSON:  Basically, we're going to focus



         23  on 2005 and 2006.  So I think we're -- and I've got



         24  about -- actually, I don't know if I have many more



         25  exhibits.  I'm looking at the joint exhibits that are
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          1  already in the record.  And maybe one or two more.  So



          2  I think we're probably half an hour, 45 minutes, would



          3  be probably be my conclusion.



          4            SPECIAL MASTER:  Okay.  And then after that,



          5  you're planning on calling tomorrow Keith Kerbel.  And



          6  then assuming we get to him, Ken Smith?



          7            MR. DRAPER:  That's correct, Your Honor.



          8            SPECIAL MASTER:  Okay.  And I understood from



          9  prior conversations that Mike Roberts has had a family



         10  emergency.  And so you'll be putting him on later in



         11  the presentation?



         12            MR. DRAPER:  That's correct, Your Honor.  We



         13  haven't heard when we'll be able to do that.  But we'll



         14  put him in the order as soon as we do.



         15            SPECIAL MASTER:  Okay.  If not -- oh, if



         16  there's nothing else that we need to discuss right now,



         17  why don't we then adjourn for today.  And we can go



         18  down to the grand jury room now and take a look at that



         19  and still give everyone ten minutes to gather up their



         20  papers and get out of the courtroom or courthouse.



         21            MR. SWANSON:  Thank you, Your Honor.



         22                      (Trial proceedings recessed at



         23                      4:40 p.m., October 21, 2013.)



         24



         25
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