IDAHO WATER RESOURCE BOARD

MINUTES OF MEETING

MEETING NO. 12-04
Friday December 17, 2004 8:30 am., MDT

Dirk Kempthorne Idaho Water Center, 322 E Front Street, Boise, ID
Governor 6 Floor Conference Rooms
Jerry R. Rigby Meeting No. 12-04 of the Idaho Water Resource Board was called to
Chairman order viateeconference by Chairman Mr. Rigby
Rexburg At the Idaho Water C_:enter in Boise Idaho
At Large (One Recording Tape)
Terry T. Uhling
Vice Chairman Agenda ltem No. 1, Roll Call
[B)?;tsﬁ ct 2 Board Members Attending via Conference Call
Jarry Rigby, Chairman Claude Storer

Dick Wyatt Joe Jordan Terry Uhling
Secretary Leonard Beck Gary Chamberlain
L ewiston Bob Graham Dick Wyatt - Secretary
District 1

Department of Water Resources Staff Present
L eonard Beck Ha Anderson, Administrator Bill Graham, Bureau Chief
Burley Crygtd Caais, Admin. Asst. |1 Brian Paiton, Staff Engineer
District 3 Mary McGown, Resource Planner

Thomas Grant. Resource Planner
Bob Graham Arriving later:
Bomers Ferry Karl Dreher, Director Michael Keckler, PIO
At Large
Guests

L. Claude Storer Kraig Bare, Jefferson Irrigation Co.
Idaho Fals Howard Conrad joined the meseting later to inquire about salling his water
District 4 rights to the State.
Gary M. Agenda Item No. 2, Approval of Minutes
Chamberlain ) ) ) )
Chdllis Moation: Mr. Chamberlain moved to gpprove the minutes for meeting Nos.
At Large 11-04. Mr. Jordan seconded the motion.

Joseph L. Jordan Voice Vote: 8 Ayes, 0 Nays. Motion passed unanimously.
Boise
At Large
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Agenda modifications — Addition to item # 7 is the Resolution for Board Approva of the Nez
Perce Agreement and recommendation for Legidative Approva.

Motion: Mr. Beck moved to modify the agendato include the Nez Perce Agreement Approva.
Mr. Jordan seconded the motion.

Voice Vote: 8 Ayes, 0 Nays. Motion passed unanimously. Agenda Modified.

Agenda ltem No. 3, Public Comment

There was no public comment made.

Agenda ltem No. 4, Dwor shak Hydrodectric Project Status Report

Brain Patton, daff engineer; gave the datus report of the Board's Dworshak Hydroelectric
Project. Numbers given in the Board folders were current up to November 1st. December numbers
were available too late to include and would be gone over a next meeting. The plant is running
without problems and ahead of budget projections. He reviewed the budget and expense workshest.

Agenda ltem No. 5, IWRB Financial Report

5a. Status Report

Mr. Patton reviewed the financial program accounts. Numbers up to November 1% were
included in Board folders. Mr. Patton went over numbers through December 1%. In the Revolving
Development Account, the balance is $384,199.00. In the Water Management Account the current
available balance is $4,506.00 for atotd available balance of $388,705.00. Funding is available for
al financia requests on the agenda, which would total $223,000.00.

5b. Smith Road Water Users Association, Grant Request

Smith Road Water Users Association is requesting grant money in the amount of $3,000.00
to conduct a study of it's system in response to water quaity concerns— Primarily, elevated arsenic
and fluoride levelsin their well. Staff has not recommended gpprova of this grant as the Board had
previoudy decided to curtail grants for municipa and community water sudies, in lieu of low or no
interest loans.

Mr. Chamberlain made a motion thet the Board issue aloan for the full amount with interest
St at 2% for aterm of oneyear.

Mr. Graham asked for the percentage rate to match previous loan requests of 4%.

Motion: Mr. Chamberlain conceded and amended his motion to issue aloan for $3000.00 at an
interest rate of 4% for the term of two years. Mr. Wyatt seconded the maotion.

Roll Call Vote: Beck, Aye, Chamberlain, Aye; Graham, Aye; Jordan, Nay; Storer, Aye, Uhling,
Aye Wyatt, Aye; and Righy, Aye.7 Ayes, 1 Nays. Motion passed.

Mr. Jordan requested the Board' s previous decision to curtail grants for municipa and community
water studies are reviewed at the next full meeting in January. Mr. Chamberlain and Mr. Wyatt
agreed and staff was asked to add thisto the next meeting agenda.
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Mr. Rigby asked that Vice Chairman Uhling take the chair because of a perceived conflict of
interest for Chairman Rigby in the matter of Jefferson Irrigation Digtrict’ s request for Board funding
and hisfirm’s representation of the Didrict in other matters.

5c. Jefferson Irrigation District, Loan Request.

Mr. Patton reviewed the loan request by the Jefferson Irrigation Didtrict in the amount of
$220,000 to deepen one well and replace two others. Thework is underway and is amost
completed at this point. The irrigation company did obtain short term financing from the loca bank
in Mudd Lake, which would be repaid with the requested Water Board |oan funds. The Didrict
supplies water to over 11,000 acres near Mudd Lake. The Board has made two previous loans to
Jefferson Irrigation Didtrict in the past; once in 1992 for $130,000 for well degpening and that loan
was repaid about two weeks ago, and in 2002 the Board |oaned $111,000 for another degpening
project and payments are being made. Repayment should not be anissue. Mr. Patton stated the
only potentia caution he would point out that the Didrict is located in the newly proposed water
digrict 110 and it is potentidly likely that ground water users will need to provide mitigation to
Surface Water users. The Staff recommends the gpprovd of the loan in the amount of $220,187
with a 10-year term.

Mr. Bare, Jefferson Irrigation Company commented that they are doing what they can to
continue to provide water to the users.

Mr. Graham - Will the new water digtrict mitigation measure make repayment an issue?

Mr. Patton — It is unlikdly thet thiswould be an issue.

Mr. Dreher - Asked what prompted the degpening of the wells needed — how far?

Mr. Bare — Dedlines in productivity, dropping weter levels — some are down by half — A few
of the shdlow wells have gone dry...

Mr. Dreher — What' s the priority of the rights?

Mr. Patton — They have a number of rights that range from 1913 to 1980

Mr. Dreher — Ten rights totaling 400 cfs— about 50 cfs would be junior to 1952. They arein
pretty good shape for water cals— asfar asrights...

Mr. Uhling — Are there any other details that the board should be aware of before making a
decison on thisloan?

Mr. Dreher — No — other than the formation of Digt 110

Mr. Jordan — If mitigation is required can we have an added security of writing something
into the loan agreement?

Mr. Patton — if mitigation would be required — the respongbility would fdl on dl the
members of the digtrict and certainly not on the company aone. The Board dready holds the water
rights and the facilities for the loans.

Mr. Graham — Can we do a 10-year |oan rather than 15-year loan?

Mr. Bare — Preferred a 15 year term but didn’t think it would be a hardship on the company
to accept a 10 year term.

Mr. Chamberlain — Regarding the current user rate of $10/ per share — How many shares per acre?
Mr. Bare — Approximately 3 shares per acre.

Mr. Uhling — What is the confidence for long-term production?

Mr. Bare — Looking very good for the long term.

Motion: Mr. Graham made a motion for approva of the Loan of $220,000 for afive year term at 5
Y5 % Interest. Mr. Storer seconded.
Roall Call Vote: Mr. Beck, Aye; Mr. Chamberlain, Aye; Mr. Graham, Aye; Mr. Jordan, Aye; Mr.
Storer, Aye; Mr. Uhling, Aye; Mr. Wyatt, Aye;, Chairman Rigby, Abgtain. 7 Ayes, 0 Nays, 1
Abstain. Motion passed.

Mr. Bare left the mesting.
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Agenda ltem No. 6, ESPA Settlement Agreement

Mr. Dreher led the discussion. Negotiations between the surface and ground water users are
proceeding very dowly. Thousand Springs area users seem to be coming closer to an agreement.
Whereas the users in the American Fals area seem to be digressing from reaching an agreement.
The same can be said of users near Blackfoot down to Minidoka. An example was given using the
current water model where anumber of scenarios were run. One of which was curtailing
groundwater rights of various priorities junior to 1870, 1949, 1961, 1973 and 1985. The results of
curtailing dl rightsjunior to 1870, (which is essentidly everything except for the rights held by the
tribe,) from near Blackfoot to Milner, would provide an increase in the reach gain of about 888 cfs
at steedy state. That represents additional water in the Snake River to what's currently there,

The planning modd is now being updated to 2002 conditions and can be used to detemine
increased reach gains. The problemslie in the spilling of water below Milner. We aretrying to
assgt with negotiationsin dl these areas but are essentidly leaving it up to the usersto reach their
own agreements. The extended stipulated agreement for the American Fals area expires December
31%. The one-year agreement in the Thousand Springs area expires March 31%. The Director
expressed his expectations of reaching an orderly resolution, consstent with the law, while giving
people adequate notice and an equitable agreement.

Mr. Graham —Questioned legally resolving the issue of stored water and whether it can be
used for other things rather than the rights they were intended.

Mr. Dreher — It's not that the space holders don't have the right to use the water for some
other purpose; they clearly do. That's what the water bank was intended for. The question should
be whether junior priority ground water right holders should be responsible for replacing depletions
to surplus storage from their usage.

6a. I nvitation for Offer to Sell Water Rights

Mr. Dreher clarified with regard to the Strawman proposa funding, stating it doesn’'t use
any generd funds or include anyone outside the settlement area paying anything for it.

Mr. Uhling excused himsdlf and abstained from participating in the Offer to Sdl Water
Rights discussions.

Mr. Dreher reminded the Board that the Offer to Sell was reviewed by Rick Skinner to
ensure non-taxable bonds could be used. |f the Board decides to purchase water rights or issue
revenue bonds for same. Went on to talk about a funding proposal and did say it would cover more
than just acquiring water rights. The funding proposa would generate about 9 million dollars per
year, which would hypotheticaly cover $135 million revenue bond issuance which has been
presented Smply as an example of how significant this amount of money was. 1t does't mean that
we are going to issue that amount in revenue bonds.

Mr. Dreher went over financid options such as non-taxable bonds, Water User fees for
irrigated acres and/or usage and well assessments — The Director aready has the authority to impose
$25 fee and require every well owner to measure and pay for the measurements. Using the
Strawman proposal, ground water users on the plain would end up paying gpproximeately seven
million dollars. There are other issuesto consder such as priority dates, growing seasons and areas
of impact where many options & details are till being examined.

Mr. Jordan — referring to clarification of the Strawman proposal - Will this permit non
taxed bonds and gtill permit collection of afee from afinite area?

Mr. Dreher responded that afina determination has not been made? Referred to Rick
Skinner’ s presentation saying the broader-based the fee can be, the better. That doesn't necessarily
meen it should or will be a satewide fee. The nine million iswhat could be raised with thiskind of
afee structure.

IDWR Meeting No. 12-04

MNanmmnlhas 177 ANNA Pana~ 1



Mr. Graham asked for clarification of the fee structures dready in place with regard to some
people who might oppose the reporting possibly more than the fee itself.

Mr. Dreher again stated there are many options within the structure that are open to change.

Mr. Graham asked if the estimates included collection cogts?

Mr. Dreher responded that the collection costs could be included but we haven't yet looked
at what the costls may be. Cited several examples of county assessments and the advantage of
having fees collected by the counties rather than the Department itself as part of property tax
collection.

Mr. Dreher reviewed different fees for severd uses and groups, which could be assessed to
help generate the money needed. Clarified that without a settlement dl we have isthe Stravman
framework for funding. To date, we have not heard any other proposas, which are dragticaly
different from the Strawman proposd.

Mr. Dreher continued and covered the Invitation for Offersto Sell Water Rights. We've
made a number of revisons and it is posted for public awareness. If we don't get don't get much
interest, it will make next year’s flow augmentation program to the bureau somewhat problemétic.
We wanted to prevent the State competing with the Bureau of Reclamation and it’srentd of water
next year. We addressed this by saying if aperson putsin an offer to sdl and if the State is
interested in acquiring those rights, we would seek to put an option to buy for aone year period
using the money that the Bureau of Reclamation would pay to rent the water. So we would
essentidly be renting the water using the BOR's money with the Board getting a one-year option to
purchase. The BOR is supportive of this and clearly hoping that there will be at least 60K acre feet
of water leased and optioned through this process. Mr. Dreher committed to the BOR that if there
ISt the amount leased, then the Department would help them get the water leased for next year
outside of this program. Consdering hiring Stan Clark as a temporary employee to help with this
given his effectiveness in past negotiations.

Mr. Rigby — Asked Mr. Beck to cal Howard Conrad. His number was given to staff and
referred to Cynthia Bridge-Clark for follow up on hisinterest in the Invitetion for Offer to Sdl his
Water Rights.

Mr. Jordan — Expressed concern that dl information given regarding the State purchasing
Water Rightsis uniform.

Mr. Dreher responded that we haven't yet structured anything at thistime.

Mr. Anderson clarified that Saff is working together, with Cynthia; at gicking very closeto
giving only informeation that is on the Offer to Sdl. We are trying to avoid any discussons
pertaining to hypothetica questions and the like.

Mr. Graham asked if the price a sdller wants (for water rights) isincluded in the offer to sll.

Mr. Anderson responded affirmatively. Sellers are asked to give both the asking price and a
lease price for the next year. Confirmed that there is confidentidity regarding offers.

Mr. Dreher ated that we would not make the results of this public as part of an exception to
the public records act being acquisition of red property. Clarified that an offering price does not
mean that' s the price the State will pay. The Department has a good generd idea of the vaue of the
hi-lift pump weater.

Mr. Graham asked if there was a particular pricein agiven area or arange?

Mr. Dreher stated that we would prefer to be paying people in the same areathe same
amount. Reviewed the clause, which states that the Board reserves the right to not accept or reject
any sdeoffers.

Mr. Beck had to exit for afunerd.

Mr. Graham — regarding Northern issues— As to who would be paying the fees for the
Strawman proposal — Clarified that not al resdents as much as al users would be paying — Cited a
Legidator using more school funding as a reason the Legidature will have difficulty coming up
with additiona funds.
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Agenda ltem No. 7, Nez Per ce Agreement, Minimum Streamflows

Mr. Anderson addressed Mr. Rigby’ s request to formalize the Board' s gpprovd of the Nez Perce
Agreement and to recommend L egidative gpprova through aresolution. Referred to resolution
drafted by staff and reviewed by Mr. Rasser aswell as reviewed by the Attorney Generd'’s office
with one suggested modification to wording on page one being the change from “Ingtream flows’ to
“minimum streamflows’. Mr. Strack advised to remove the last line “of importance to the tribe.”

Motion: Mr. Jordan made a motion for gpprova of the Resolution Providing Board Approval of the
Nez Perce Agreement and Recommending Legidative Approva with discussed modifications

made. Mr. Wyatt seconded.

General Vote: Mr. Beck, Aye; Mr. Chamberlain, Aye; Mr. Graham, Aye; Mr. Jordan, Aye; Mr.
Storer, Aye; Mr. Uhling, Abstained; Mr. Wyaitt, Aye; Chairman Rigby, Aye. 7 Ayes, 0 Nays, 1
Abstain. Motion passed.

Mr. Bill Graham gave update on the status and activities of the Nez Perce Term Sheet
Minimum Stream flow ectivities— Referred to status memo included in Board folders.

Bill talked about working with the Office of Species Conservation, the Attorney Generd’s
office, Fish & Game and the Nez Perce Tribeto findize the List A & B streams. They are working
on memorandums of commitment that will ded with important habitat issues. Taked briefly aoout
local citizen / stakeholder group mesetings being held as well as workshops to solicit local input.
Went over schedule of recent and upcoming events.

Mary McGown conducted a meeting, with Mr. Jordan, December 1t covering Snake River
Water Rights Agreement Minimum stresmflows and habitat in the Little Sdmon Basin. Mr. Jordan
also atended and said the meeting went well.

Mary discussed the individua committee meetings in Riggins with Fish & Game, the Nez
Perce Tribe, Fish & wildlife, representatives from the Governor’s Office and the Payette Nat'|
Forest the next day, December 2nd. We were able to set Minimum FHows for the Little Sdmon —
Our god wasto get them set for Boulder and Elk Creek aswdll but it took awhile to go over the
hydrology and previous messurements/estimates — Biologists recommended 50% exceedence flows
for dl months— We are having a conference cal next Tuesday to finish tributaries and wrap up
habitat recommendations.

Mr. Jordan — Regarding questions received at the Technica Committee mesting — Clive
wrote amemo called B list stream process that should be digtributed to members.

Mr. Anderson agreed to send out Clive's Memo on B lististo everyone...

Mr. Bill Graham stated that we weren't likely to go below the 50% exceedence.

Mr. Bill Graham — Commented on the Bull Trout recovery Plan.

Mr. Righby cautioned staff not to publish exceedence below 50%

Thomas Grant commented on the Valey Creek tributary meeting also attended by Mr.
Chamberlain — The meeting was fairly well attended. At the Pahameroi Meting, the Board dready
has a minimum streamflow and o was focused on habitat.

Mr. Chamberlain commented that he would have liked to have more attending — but thought
the mesting went well overal.

Mr. Bill Graham went over upcoming events outlined in the memo included in the Board
folders. Wewill have our A & B Ligs prepared for adoption of the minimum streamflows by the
Board in time for the next meeting. Our god isto have al this wrapped up by March 21%.

Bill concluded his report.
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Agenda ltem No. 8, Director’s Report

Mr. Dreher went over a couple items of generd interest. Expressed concern regarding the
Department’ s budget being reviewed by the Governor’ s office. While the Department is not
proposing any legidation this year, there was one piece of potentia legidation having to do with the
Tressurer’ s office being able to purchase the Dworshak bonds — We haven't drafted anything and
believe that it should fal on the Treasurer’ s office to draft and carry the legidation. The
Department is open to furthering thisif the Board feds strongly about following up on the
legidation. Karl suggested having Mr. Rasser contact the Treasurer’ s office to suggest drafting
legidation and encouraging them to carry it.

Mr. Uhling agreed that it would be better if the Treasury presentsthis.

Mr. Rigby asked that staff and Mr. Rasser follow up with the Treasurer’ s office to proceed.

Mr. Dreher concluded his report.

Agenda Item No. 9, Other items

Mr. Uhling had no other items to present.

Mr. Wyatt had no other items.

Mr. Graham — Suggested setting up the next two meeting dates and setting up afull year of
mesting dates.

Mr. Anderson stated that staff would set up a calendar of proposed meeting dates for the
upcoming year to review at the next Board meeting.

Mr. Jordan addressed the inducement resolution included in Board folders for which
feashility studies have not been received and so no action was taken oniit.

Mr. Chamberlain had no other items.

Mr. Dreher commented on the Order to Fish Creek Reservoir Company not to store any
water in the reservoir and to leave the outlet gates open because they had not made any effortsto
begin rehabilitating the dam, which isin danger of faling very soon. Nine buttresses had been
identified as having holesin the last year. These were patched and we' ve recently found another
one with ahole through it. At thetime of the last ingpection by Saff, the emergency warning
systemn was not working and has been sent for repair, but even with aworking system, Karl is
unwilling to dlow storage just because of the poor history and unsafe nature of the dam. The
company is having demoalition testing done but that does't tdll whether the dam would sustain the
load, any more deterioration or earthquakes, etc. 18 families use the storage water and can’'t come
up with needed funds to repair/replace the dam. Suggested a a recent meeting, that the company
useits limited funds to find aternate means of procuring storage weter.

Mr. Dreher informed the Board about the Order issued in response to a petition to designate
the aquifers in the Moscow/Pullman area as a Critica Groundwater or Groundwater Management
Area. The order did not designate any Management areas at thistime, but could, with out further
review, if needed, be put into effect. Karl aso ordered the Polouse Basin Aquifer Committee to
creete a citizen advisory group to include the petitioners as well as a Department representative as
an ex-officio member to facilitate communications between the parties.

On the same day, Glen Saxton issued a preliminary order granting a permit to appropriate
Ground Water in the Moscow /Pullman areafor Naylor Farms to extract clay to develop organic
insecticides as well as irrigate some experimenta crops.

Both orders have received petitions to reconsider.

Mr. Rigby asked that we schedule the next Board meseting for January 24 & 25, 2005 to
coincide with the IWUA meeting. The following meeting was set for March 10 & 11, 2005 in
Boise.
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Mr. Jordan, Mr. Uhling, Mr. Beck and Mr. Storer are dl up for re-gppointment this year.
Mr. Jordan has sent in his letter of resignation to the Governor’ s office.

Mr. Chamberlain made aMoation to adjourn
Mr. Jordan seconded.

Meeting adjourned at 11:45 am.

Dated this 17th day of December 2004.

D. Richard Wyaitt, Secretary

Crydsd Cdas, Adminidrative Assstant 11

Board Actions

1. Mr. Beck moved to modify the agenda to include the Nez Perce Agreement Approva. Mr.
Jordan seconded the motion. Motion passed unanimously. Agenda Modified.

2. Mr. Chamberlain made a motion to issue aloan for $3000.00 at an interest rate of 4% for the
term of two years. Mr. Wyatt seconded the motion. Motion passed.

3. Mr. Graham made a motion for approva of the Loan of $220,000 for afive-year teem a 5-%2 %
Interest. Mr. Storer seconded. Motion passed.

4. Mr. Jordan made amotion for gpprova of the Resolution Providing Board Approva of the Nez
Perce Agreement and Recommending Legidative Approva with discussed modifications made. Mr.
Wyaitt seconded. Motion passed.
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