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Dear Jeff: i

I am writing on behalf of the Idaho Shakespeare Festival (“ISF”) concerning a condition
of approval contained in two water right transfers (67101 and 71032) previously approved by the
Department. These transfers authorized a change in point of diversion and place of use of
irrigation water rights held in the name of Boise Valley Irrigation Ditch Company (“BVIDC™)
that are represented by 15.5 shares of BVIDC stock issued to ISF. The intent of these transfers
was to provide irrigation water for the ISF venue and within a permissible place of use that
includes property owned by the Idaho Foundation for Parks and Lands, Inc. (“Foundation”) and
the Idaho Department of Parks and Recreation (“IDPR”).

It has come to ISF’s attention that the two transfers contained a condition that they be
“completed within one year.” However, to date, the transferred water has not yet been fully
applied to irrigation, although ISF has been diligent in its efforts to do so. In an effort to
complete this process in a way that optimizes the water’s use within the permissible place of use
consistent with ISF’s, the Foundation’s and IDPR’s policies and funds, these three entities have
proposed that IDPR will prepare an irrigation development plan for their consideration for
implementation. The attached letter agreement describes their intent in this regard.

In light of the foregoing, ISF is requesting that the Department waive the above-
referenced condition requiring the transfers to be completed within one year. If ultimately there
is more water authorized for irrigation by the transfers than ISF, the Foundation and IDPR
conclude is necessary, ISF will notify the Department and will take necessary steps in
cooperation with BVIDC to place any water that might be considered surplus in the water bank
until an appropriate disposition can be made of the water.



Jeff Peppersack
March 9, 2006
Page 2

[ will look forward to hearing from you concerning this request.
Sincerely,
Michael C. Creamer
Enclosure
cc: Mark Hofflund
Charles McDevitt
Michael Orr
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January 19, 2006
Letter Agreement

This Letter Agreement is entered into effective December 1, 2005 by the Idaho
Foundation for Parks and Lands, Inc., an Idaho non-profit corporation (“Foundation”),
the Idaho Department of Parks and Recreation, a department of the sovereign State of
Idaho (“Department”) and the Idaho Shakespeare Festival, an Idaho non-profit
corporation (“Festival™). The Foundation, the Department and the Festival may be
referred to herein as the “parties.”

Background

The Foundation, the Department and the Festival each are parties to a
Memorandum of Understanding together with an Addendum to Memorandum of
Understanding dated September 10, 1996 (the “MOU”), and they are parties to a Restated
Operating Agreement dated October 2, 2003 (“Operating Agreement”). In addition, the
Department and the Festival are parties to a Use Permit dated May 7, 1996 (“Use
Permit™).

The Foundation, the Department and the Festival have understood that the
Festival would seek to obtain irrigation water for the Festival property, and if possible,
additional water that could be beneficially used on the Department property and/or the
Foundation property. Through three private donations, the Festival acquired irrigation
water rights (the “Water Rights”) represented by fifteen and one half shares of stock of
the Boise Valley Irrigation Ditch Company (“BVIDC”). With the approval of BVIDC,
and pursuant to two water right transfers Nos. 67107 and 71032 (the “Transfers™) issued
by the Idaho Department of Water Resources, the Iestival has changed the point of
diversion and place of use of the Water Rights. The Transfers authorize diverting the
Water Rights from the Boise River to irrigate up to fifieen and one half acres within a
thirty-five and one half acre permissible place of use that encompasses the Department’s,
the Foundation’s and the Festival’s respective adjacent properties together with a 0.61
acre strip of land adjacent to the Foundation property belonging to David and Ann
Triplett. A condition of the Transfers is that they be completed within one year of the
approval dates.

The Foundation, the Department and the Festival have diligently pursued
completion of the Transfers. Atits sole cost, the Festival has obtained approval of the
Transfers, ensured that all BVIDC assessments on the Water Right shares are paid
current, and installed a point of diversion from the Boise River with an associated
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pumping and distribution system to apply a portion of the Water Rights to landscaped
areas within the Festival’s property.

The Foundation, the Department and the Festival also have met to develop a plan
for using the balance of the Water Rights within the permissible place of use.
Impediments to completing this irrigation development plan include changes in key
Department personnel, and the Department’s, the Festival's and the Foundation’s
currently limited budgets. On November 16, 2005 representatives of the Foundation, the
Department and the Festival met to discuss completion at the earliest possible time of an
irrigation development plan that:

1. optimizes the use of the Water Rights within the permissible place of use;

2. incorporates methods to conserve water used for landscape irrigation;

3. accounts for anticipated budget constraints on development expenditures and
subsequent annual operation and maintenance costs for the diversion and
distribution system,;

4. is consistent with the terms and intent of the MOU, the Operating Agreement
and the Use Permit;

5. analyzes the efficacy of one or more alternate points of diversion for diverting
and distributing water for use on the Department’s or Foundation’s property;

6. identifies the total number and the location of all irrigated acres upon
completion of Water Rights development, and quantifies the portion of the
Water Rights, if any, that might be deemed “surplus” to the needs of the
Department, the Foundation and the Festival;

7 establishes a reasonable timeframe to complete the diversion of the Water
Rights to beneficial use.

Agreement

By this Letter Agreement, the Foundation, the Department and the Festival agree
that the Department is the appropriate party to prepare the draft irrigation development
plan to be evaluated by all the parties that takes into account, among other things, the
above criteria. The Foundation and the Festival agree to provide the Department with
information it may reasonably request to assist it in preparing the draft irrigation
development plan. The Department will present a draft plan to the Foundation and the
Festival no later than April 1, 2006.

The parties do not intend this Letter Agreement to imply that all, or a specific
portion of, the Water Rights must be, or will be, developed under a proposed
development plan, it being understood that such quantity will be in large part dictated by
the above criteria and must be mutually agreed to by the parties. Similarly, this Letter
Agreement does not address the disposition of the shares representing the portion of the
Water Rights, if any, that ultimately may be developed within the permissible place of
use and/or the portion of the Water Rights, if any, that ultimately may be deemed
“surplus.” The parties do understand that the Festival is the record owner of the BVIDC
shares representing the Water Rights.
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This letter agreement does not in any way amend any terms of the MOU, the
Operating Agreement or the Use Permit.

The parties agree that a copy of this Letter Agreement may be provided to the
Idaho Department of Water Resources in support of a request by the Festival that it be
granted additional time to complete the Transfers.

T

Idaho Foundation for Parks and Lands

Idaho Department of Parks and Recreation

Ot . L

Idaho Shakespeare Festival /
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