State of Idaho
DEPARTMENT OF WATER RESOURCES

1301 North Orchard Street, Boise, ID 83706 - P.O. Box 83720, Boise, ID 83720-0098
Phone: (208) 327-7900 Fax: (208) 327-7866 'Web Site: www.idwr.state.id.us

DIRK KEMPTHORNE
Governor

July 1, 2003 KARL J. DREHER
Director

SOUTH ELMORE IRRIGATION COMPANY
PO BOX 396 Dapartmont 2 227 Resouroes
MOUNTAIN HOME ID 83647

RE: APPLICATION TO LEASE PART OF WATER RIGHT NOS. 2-2269, 2-2345,
AND 2-2367 TO THE WATER SUPPLY BANK

Dear Lessor,

The department has conducted an initial review of Agreement No. 1425-03-MA-
10-3920 (“Agreement”) between you and the United States Bureau of Reclamation
(“Reclamation”) submitted to this office as an Application to Sell or Lease a Water Right
to the Water Supply Bank ("bank”). The application was submitted in connection with
the 2003 Snake River Pilot Leasing Program initiated by Reclamation.

Please consider that the offered part(s) of the water rights (“rights”) are accepted
into the bank under the following terms:

1. Payment for rental of the right(s) from the bank is contingent upon the
determination that the acres associated with the rental application have a
valid Snake River water right(s), and that they qualify for payment as
provided in Contract no. 1425-03-WL-10-2003 between the United States
Bureau of Reclamation and the ldaho Department of Water Resources to
Implement the Rental of Water Rights Under the Pilot Program for
Leasing of Snake River Natural Flow Water Rights for 2003, said
agreement dated June 25, 2003 (“Contract”).

2. While part(s) of a right(s) is in the bank, the owner of the right may not
use that part of the right.

3. While a right is in the bank, forfeiture provisions are stayed.
4. Acceptance of a right into the bank does not confirm the validity of the
right or any elements of the water right.
5.  The right(s) will be considered released from the bank on December 31,
2003.
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The Agreement and Contract specify that one half of the estimated payment will
be paid on or around July 1, 2003, and the second half shall be issued after the
irrigation season has ended. Payment to the individual lessors will be issued at a pay
rate per acre identified in the individual Agreement between Reclamation and the
lessors minus a ten percent (10%) administrative fee as provided in the Water Supply
Bank rules. The department has invoiced Reclamation for the funds associated with
the first payment as required in the Contract. A state warrant will be issued in the
amount of $120,939.75 for the first payment for rental of water from the bank in
accordance with the above referenced Agreement. The Controlier's office will issue the
warrant directly to the address identified above.

If you have questions, please feel free to contact me.

c: R - W. Region
2.2269, 2-2345, and 2-2367

E. Gail McGarry

Program Manager, Water Rights & Acquisition
Bureau of Reclamation

1150 N Curtis, Suite 100

PN 3100

Boise 1D 83706-1234
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