M, y gk MEMORANDUM

To: Glen Saxton, Hal Anderson, Jeff Peppersack

From: Cynthia Bridge Clark

Date: July 15, 2004

Re: INVOICE TO USBORFOR FIRST PAYMENT TO LESSORS PARTICIPATING IN
THE 2004 SNAKE RIVER PILOT LEASING PROGRAM FOR RENTAL OF
WATER FROM THE WATER SUPPLY BANK. WATER RIGHT NOS. 2-10205, 2-
2159, 2-2354, 2-7184, 2-7229, 2.7284, 2-2386, 2-2387, 2-2388, 2-7148, 2-2279, 2-
7012, 2-2249, 2-2250, 2-2251, 2-2282, 2-2253, 2-2254, 2-2255, 2-2256, 2-2361, 2-
7001, 2-2371, 2-2372, 2-2262, 2.2145, 2-7144, 2-2443, 2-7030, 2-7068, 2-7076, 2-
7432, 2-2198, 2-2191, 2-2370, 2.2194A, 2-21948B, 2-2186, 2-2204, 2-2206, 2-2214,
2.2215, 2-2217, 2-2218, 2-2210, 2.2269, 2-2367, 2-2379, 2-2298, 2-2376, AND 2-

7182

The following is a summary of the estimated number of acres eligible for the first payment
from the Water Supply Bank (bank) under the Snake River Pilot Leasing Program for 2004.
Payments will be issued in accordance with the Contract number 1425-04-WL-10-0023
(Contract) between the United States Bureau of Reclamation (Reclamation) and the idaho
Department of Water Resources (IDWR) to Implement the Rental of Water Rights Under
the Pilot Program for Leasing of Snake River Natural Flow Water Rights for 2004

(Program).

Under section 11.C.1, the Contract specifies that payment to the individual lessors will be
issued at a pay rate per acreé identified in the individual agreements (Agreements) between
Reclamation and the lessors minus ten percent (10%) to be credited to the Water
Administration Account as provided in the Water Supply Bank rules (/DAFPA 37.02.035.01).
The individual Agreements provide that one half of the estimated payment will be paid on
or around July 30, 2004, and one half shall be issued after the irrigation season has ended
and verification of the Program compliance is complete. The Contract specifies that IDWR
shall invoice Reclamation for each payment to the lessors plus the associated 10% for the

Water Administration Account.

Three of the lessors provided a written request to receive a single payment after the end of
the irrigation season. As per a telephone conversation on July 15, 2004, Gail McGarry
agreed that a single payment could be issued after the end of the irrigation season, and
plans to document this option in a letter to the department.

Section 11.D.2 of the Contract indicates that monitoring compliance with the Agreements,
will include review of satellite data and field visits to confirm the leased lands are not being
irrigated. The department has visited all of the fields identified on the contracts, and has
ordered two satellite images flown May 4 and June 21, 2004. A large percentage of the
lands have a cover crop but do not appear to have been irrigated, though rain in the early
part of the irrigation season supplemented crop growth. A number of other fields were



covered heavily by weeds, or were cut recently to control weed growth. A bean crop was
observed on a 39.1-acre field in the Bell Rapids Irrigation Company. Though the field
appeared to be dry during the site visit, detached hand lines were positioned across the
field. Information has been requested from the company. They have been informed that
the first payment will be issued for all of the contracted acres. However, the full payment
for the field will be withheld from the final payment if the lands are determined to be

ineligible.

Based on the data available and the review completed to date, all of the lands leased to
the bank will be considered for payment. Withholding 50% of the estimated final payment
as specified in the Contract, should be sufficient to cover payment reductions needed for
unauthorized use of water during the irrigation season.

The attached table identifies the participating lessors, the contract amounts, the total
estimated payments as specified in the individual Agreements, the amounts to be issued
for the first payment to the lessors and the corresponding administrative fee. Reclamation
should be invoiced for the totai amount of the first payment, and state warrants should be
issued to each lessor for amounts identified. ' .
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