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I. Grant Information

Project Name: _Planning study for the establishment of a water transaction program _in the Upper Klamath Basin

Type of Grant Requested: Bd Water Conservation ] Reuse ] Above Ground Storage
[ Storage Other Than Above-Ground [Including Aquifer Storage and Recovery (ASR)]

Program Funding Dollars Requested: $ $71.500 Total cost of planning study: $ $151.239
Note: Request may not exceed $500,000

IL. Applicant Information

Applicant Name: Klamath Basin Rangeland Trust Co- Applicant Name:
Organization:  Klamath Basin Rangeland Trust Organization:
Address 700 Main St #2014 Address:
Klamath Falls, OR 97601
Phone 541-273-2189 Phone:
Fax: 541-850-8001 Fax:
Email: speterson@kbrt.org Email:
Fiscal Officer Name: Molly Russell, Financial Managerl Principle Contact: Shannon Peterson, Executive Director
Organization:  Klamath Basin Rangeland Trust Organization:  Klamath Basin Rangeland Trust
Address: 700 Main St #2014 Address: 700 Main St #2014
Klamath Falls, OR 97601 Klamath Falls, OR 97601
Phone: 541-273-2189 Phone: 541-273-2189
Fax: 541-850-8001 Fax; 541-850-8001
Email: mrussell@kbrt.org Email: speterson@kbrt.org
Certification:

I certify that this application is a true and accurate representation of the proposed work for a project planning study and that I am
authorized to sign as the Applicant or Co-Applicant. By the following signature, the Applicant certifies that they are aware of the
requirements of an Oregon Water Resources Department grant and are prepared to implement the project if awarded.

Applicant Signature: . Date: __8/28/2008
Print Name: _Shannon Peterson Title: __Executive Director
__ |

III. Planning Study Summary

Please give a brief summary of the planning study using no more than 150 words.

KBRT will lead a planning study to design a water transactions program for the Upper Klamath Lake watershed. Previous modeling
determined that an additional 30,000 acfi of water needs to flow into the lake each year in order to balance fishery, agriculture, and
Tribal needs around and downstream from the lake. KBRT will build upon existing data, short-term instream leases, and
partnerships to develop a plan for a water transactions program to keep needed water instream and flowing to the lake. The
National Fish and Wildlife Foundation currently administers a water transaction program in the Columbia Basin, and is interested
in expanding their program to the Upper Klamath Basin. Other collaborators include the Oregon Water Resources Department,
Klamath Watershed Partnership, Sustainable Northwest, and the Klamath Tribes. OWRD funds will be used to identify flow targets,
develop an admistrative transaction structure, a pricing framework, and a funding structure for the program
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IV. Grant Specifics

Section A. Common Criteria

Instructions: Answer all questions in this section by typing the answer below the question. It is anticipated
that completed applications will result in additional pages.

1. Describe how the planning study will be performed. Include:

a. A description of the planning schedule/timeline, which includes identifying all key tasks. (Section VI
provides an opportunity for a “graphical” representation of the schedule.)

The planning and feasibility study will be completed over two years: 2009 through 2010.

Contractor selection: Assuming sufficient funding is secured, KBRT will request proposals
Jfrom the two identified contractors and select one of them in early 2009.

Identify Program Options: Throughout 2009, KBRT and the contractor will work to complete
the analysis of water savings as a result of existing transactions, and the economic impact on
area ranches. Outreach to agricultural communities will be focused on the interest and
Seasibility of sucessfully implementing a water transaction program in the watershed. This will
determine the tools (i.e. instream leasing, forbearance agreements, conserved water) that
should be offered.

Determination of flow targets will be conducted, in conjunction with the Klamath Tribes,
throughout 2009. Flow targets for the lake and specific reaches of tributries to the lake will be
based on completed and ongoing hydrologic modeling (Klamath Tribes and Klamath Water
Users Association) and ODFW analysis.

Pricing analysis, based on previous Klamath Basin activities, including flow and ET data. and
programs elsewhere in Oregon, will be conducted in late 2009 and early 2010.

Identification and communication with potential funders to develop a funding framework and
preferred administrative structure will occur in late 2009 and early 2010.

With the feasibility analysis, pricing, funding, and program structure research completed by
mid 2010, a draft plan will be released, reviewed, and a plan finalized by the end of 2010.

b. When the planning study could begin.
January, 2009

2. Provide a description of the relevant professional qualifications and/or experience of the person(s) that will
play key roles in performing the planning study. If the personnel have not been decided upon, include a
description of the professional qualifications and/or experience of the person(s) you anticipate will play
key roles in performing the planning study.

KBRT works closely with ranchers above Upper Klamath Lake (Fig 1, 2), encouraging the
adoption of more sustainable land and water management practices, most notably a transition from
flood irrigation to dryland grazing. This area is faced with over-allocation of water resources, and
was identified by ODF'W as high and highest priority for flow restoration (Fig 3). KBRT has engaged
a number of short-term federal programs, including the USBR Water Bank and NRCS EQIP, to
support ranchers through the initial economic losses encountered when first experimenting with
dryland grazing. While there have been no direct payments to protect water rights instream, through
these other programs KBRT has been able to file instream leases for over 36,000 acft of water each
year (Fig 4). Over the past seven years, KBRT and partners have conducted rigorous scientific
monitoring which assisted in the identification of priority areas and justification of real water savings
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and quality improvements. KBRT’s data collection and analysis is annually reviewed by either USGS
or NRCS. KBRT is a recognized member of the instream leasing community in Oregon, even though
there is not an established transaction structure in KBRT’s area of focus. KBRT actually leases more
water instream than any other private entity (Fig 5). KBRT is included in QLE gatherings of the
Columbia Basin Transaction Program as well as OWRD events, including a seat at the instream
leasing Rules Advisory Committee table. As such, KBRT has a strong relationship with and has
learned much from groups with established transaction structures.

Shannon Peterson has served as Executive Director since early 2005 and is responsible for the
administration and project management of KBRT. Ms. Peterson spent 3 prior years as KBRT'’s Project
and Research Coordinator. She is the project lead in this effort and is responsible for all aspects of the
project. Ms. Peterson has a BS in Environmental Sciences and a BA in Political Science from Mary
Washington College, and is completing her Masters’ Degree in Water Resources Management from
Oregon State University. Ms. Peterson is the author of “Water Allocation During Scarcity: Reservoir
Modeling and Drought Protection in the ACT Basin”. Chapter 10 in Interstate Water Allocation in
Alabama, Florida, and Georgia: New Issues, New Methods, New Models , J.Jordan and A.Wolf (Eds.)
University Press of Florida, 2006. She has presented KBRT research at several conferences, including
the 2006 American Geophysical Union’s Fall Meeting (Dec 2006), for which she received the AGU
Hydrology Outstanding Student Paper Award.

Molly Russell has served as KBRT'’s Financial Manager since February of 2008. She is a certified
CPA and PFO, and spent 15 years as the Director of Accounting for the City of Spokane.

Potential contractors include Bruce Aylward of Ecosystem Economics LLC. Dr. Aylward has a
PhD from Tufts University. He has served in a myriad of positions related to water marketing,
including directing the Deschutes River Conservancy. Another potential contractor would be the firm
WestWater Research. WWR is a foremost transaction and asset-valuation advisory company to the
water sector. WWR specializes in water-asset sales and acquisitions, water resource economics, water
right and asset appraisals, and project finance services. KBRT has discussed this effort with the
potential contractors, but no decisions have been made.

3. What local, state or federal project permitting requirements/issues do you anticipate in order for the
planning study to be conducted?

There are no permitting requirements as a part of the planning study. However, Oregon water law
will play an important role in determining the outcome of the study, so we expect to work closely with
Oregon Water Resources Department to assure the feasibility and legality of the final plan.

4. Are permits/governmental approvals required for the planning study? If yes, indicate whether you have
obtained the necessary permits/governmental approval. If you have not obtained the necessary
permits/governmental approval, describe the steps you have taken to obtain them.

There are no permits or approvals required for the planning study.

5. Describe your goal (which must be based on evaluating the feasibility of developing a water conservation,
reuse or storage project) and how this study helps to achieve the goal.

The overall goal of this planning study is an operational water transaction program that will:

- Increase instream flows in the Fourmile Creek, Sevenmile Creek, Wood River, Williamson
River, and Sprague River systems.
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- Improve water quality and increased flows into Upper Klamath Lake.

- Provide improved habitat for endangered sucker species, redband and bull trout and salmon
populations in the tributaries and lake

- Benefit irrigators below the lake, such as the USBR Irrigation Project

-Benefit salmon populations and the fishing economy in the mainstem Klamath River

A planning study to develop and test the feasibility of a water transaction program is the first step
towards reaching the overall goal above. There have been short-term water marketing efforts, and
short-term instream leases, but there is no established structure to support water transactions, which
is the evident solution to providing the additional 30,000 ac ft of water needed in Upper Klamath
Lake.

The specific goal for the planning study is to develop a feasible plan for implementing a water
transactions program aimed at water conservation in the Upper Klamath Lake Watershed. The plan
will include:

1. An established structure for a water transaction program available to residents of the upper
Klamath Basin, focused on instream leasing, transfers, and conserved water.

2. An established pricing framework for transactions in the upper basin that will provide for
landowner needs while assuring economical water savings.

3. An initial framework for the funding structure and potential funders identified and/or
committed.

4. Flow targets and identification and recruitment of priority and potential participants in the
leasing program (expected goal of 30,000 acft delivered to the lake).

6. Describe the technical aspects of the planning study and why your approaches are appropriate for
accomplishing the goal of the planning study.

The planning study will aim to answer the following questions:

1. Is the Upper Klamath Lake watershed ready for a water transaction program, and is there
sufficient interest and opportunity?

This question will be answered with the assistance of an expert consultant with experience in
successful transaction programs elsewhere in Oregon. The consultant will work in concert with
groups active in the watershed, including KBRT, the Klamath Watershed Partnership, Sustainable
Northwest, and the Klamath Tribes. The efforts that these groups are making in the basin will help
Jjudge the potential for a transaction program.

2. What are the flow targets in priority reaches of the targeted streams and into Upper Klamath
Lake?

This question will be answered by KBRT with the assistance of an expert consultant using work
previously done by the Oregon Department of Fish and Wildlife, as well as modeling done by the
Klamath Tribes and Klamath Water Users Association for the Klamath Settlement.

3. What is a appropriate approach (i.e. income capitalization or land price differential) to water
pricing in the target area?

Grant Program Funding Application Form - July 2008 Page 4



This will be the main charge of the expert consultant. Much of the data needed to make the pricing
determination is already in hand. The approach to developing a pricing structure will use data
collected from KBRT's research on determining the "wet" water benfits of existing instream leases and
the cost/benefit analysis of ranch operations when converting to dryland grazing. Additionally, the
short-lived Bureau of Reclamation's bid-driven Water Bank has four years of data on pricing for
different water saving activities. The consultant will combine this information about local conditions
with experiences learned elsewhere in Oregon and the Western US.

4. What are potential options for a stable, long-term funding structure?

To develop a long-term, viable funding structure for the transaction program, KBRT will identify
potential parties interested in purchasing water or supporting instream leases (i.e. USBR, PacifiCorp,
private foundations). A special emphasis will be made on possible funding sources that might arise out
of the Klamath Settlement agreements. KBRT will engage potential supporters with meetings,
proposals, and involvement in the transaction structure and preferred funding structure (i.e. direct
purchase, endowment, etc... ). KBRT is currently involved in discussions regarding instream flow
protection as related to the settlement, but has not yet seriously pursued funding opportunities.

7. Describe the level of involvement, interest and/or commitment of different entities associated with the
planning study (attach letters of support). Describe how these entities will benefit or be impacted by the

planning study.
Cooperators on this study include:

The National Fish and Wildlife Foundation. NFWF currently administers the Columbia Basin
Water Transaction Program, and is interested in expanding their work to the Upper Klamath Basin.
Familiar with KBRT's success with instream leasing, they approached KBRT to lead the effort and
invoted KBRT to submit a proposal. Final decision on the proposal will be made in November 2008.
In addition to financial support, NEFWF has offered to provide expert guidance and critical review of
the planning effort.

Oregon Watershed Enhancement Board. KBRT has had several discussions with OWEB
regarding this planning effort, and OWEB has expressed interest in supporting the effort, with an eye
towards funding actual transactions in the future. KBRT is working closely with OWEB to submit a
proposal for the November funding round.

Sustainable Northwest. SNW has been closely involved with the Klamath Settlement process, and
the efforts to include the water users above Upper Klamath Lake in the Klamath Basin Restoration
Agreement. They have a wealth of experience working with NFWF and a host of private foundations,
and have agreed to assist in the planning effort, specifically in terms of a developing a stable funding
structure.

Klamath Watershed Partnership. KWP is the watershed council for the Upper Klamath Lake
Watershed, and are intimately involved in stream restoration efforts in the Sprague Basin, including
the Settlement efforts. They have agreed to support the effort by contributing their knowledge about
stream conditions and water users in the Sprague.

The Klamath Tribes. The Tribes have led the hydrologic modeling effort as part of the settlemetn
talks that determined the need for an additional 30,000 acre feetflowing into the Upper Klamath Lake,
and are currently workign on flow targets in specific reaches of waterways entering the lake. They
have agreed to assist the effort, specifically in the area of establishing flow targets.

Grant Program Funding Application Form - July 2008 Page 5



Section B. Unique Criteria

Instructions: Answer the set of questions below that applies to the type of planning study that this grant
will fund.

|Z] Water Conservation or | | Reuse

1.

Water Conservation or Reuse projects that may result from this planning study are requested to be
included in the Water Resources Department’s “Inventory of Potential Conservation Opportunities”.
Though you may have already submitted this information earlier in the year through a separate survey,
we ask that all applicants complete the information on the form provided at the end of this application.
] 1 have filled out the application or [X] I have not filled out the application.

Describe the water supply need(s) that the project associated with the planning study is intended to
meet. Applicant should reference supporting documentation that would be available upon request.

The entire Klamath Basin is under constant stress related to water quantity and quality
issues, most recently highlighted by the irrigation water shutoff in 2001 and the massive
salmon kill in 2002. The Klamath Basin is a flashpoint for water issues as agriculture, fishing,
tribal, and endangered species interests are competing for over-allocated water. Almost every
year there are struggles between agricultural and fisheries water needs. Instream flows in the
Klamath Basin are of critical importance to several species of interest: Lost River and
shortnose suckers, coho and Chinook salmon, Klamath River steelhead, redband rainbow
trout, and bull trout.

Upper Klamath Lake is often the focal point of these struggles (fig 1). The US Bureau of
Reclamation manages the lake to meet the needs of endangered sucker species in the lake,
endangered salmon downstream, and irrigation on thousands of acres of farms and ranches.
Additionally, the prime spawning ground for the endangered suckers is the Sprague River,
which faces its own low flows and water quality issues, and is the Klamath Tribes priority
waterway for restoration.

KBRT works closely with ranchers above Upper Klamath Lake, encouraging the adoption
of more sustainable land and water management practices, most notably a transition from
Sflood irrigation to dryland grazing. KBRT has engaged a number of short-term federal
programs, including the USBR Water Bank and NRCS EQIP, to support ranchers through the
initial economic losses encountered when first experimenting with dryland grazing. While
there have been no direct payments to protect water rights instream, through these other
programs KBRT has been able to file instream leases for over 36,000 acft of water each year
(fig 2). However, these programs only support short-term instream protection.

There is a high level of urgency to assure that the beneficial management changes now
temporarily implemented are made permanent. The importance of decreasing diversions is
such that it has been possible to file instream leases without a formal transaction structure in
place through short-term programs. This has allowed water rights to be protected for instream
use on a year-to-year basis, and has allowed landowners to understand how their ranchers
might operate with no or less irrigation. However, these short-term programs are set to end,
and a permanent solution is now needed. In addition, the current status of the FERC
relicensing of the Klamath River dams concludes that salmon passage must be restored to the
Upper Basin, thus the basin need to be prepared to provide salmon habitat. Furthermore, the
Draft Klamath Basin Restoration Agreement calls for 30,000 acre feet of water to be kept
instream above the lake, and there is currently no structure to support this goal.
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This planning effort will develop a program to address the need for instream flow
protection not only to streams identified as “highest” and “high” priority for streamflow
restoration by Oregon Department of Fish and Wildlife, but also provide much needed cold,
clean water to Upper Klamath Lake. The program will benefit water quantities, water quality,
endangered sucker and salmon species, Tribal interests, and basin irrigators.

Increasing instream flows / decreasing diversions has been identified as a priority in all
plans focused on the upper basin, including the Hatfield Science Team 5 Year Plan (Wood
River Matrix), the USFWS’ 2003 Lost River and Shortnose Sucker Recovery Plan (22,56,59-
60), the US Geological Survey’s Review of the USBR 2004 Water Bank (39-40), the ODFW
Oregon Plan for Salmon and Watersheds: Streamflow Restoration Priorities (Klamath Basin
Section). The Upper Klamath Lake TMDL and WQOMP (169, 172) identifies irrigated
agriculture as a source of phosphorus and water temperature detriment above and in the lake,
and describes the need for changes in the management of irrigation water. The basin-wide
“Settlement” group recently released the Draft 11 Klamath Basin Restoration Agreement,
which calls for the retirement of water rights in the upper basin to increase instream flows by
30,000 acft (Sec 16). The US Forest Service is currently completing the “Westside Watersheds
Action Plan”, which identifies the need to increase connectivity and flows on private lands on
streams with headwaters and protected habitat in the National Forest. KBRT'’s work
increasing instream flows has been highlighted in the 2006 Oregon Conservation Strategy
(178) and the NRCS 2007Klamath Basin Conservation Partnership Accomplishments report
(3,4,7).

3. Explain how the associated project will mitigate the need to develop new water supplies and/or use
water more efficiently. Reference documentation and/or examples of the success of similar or
comparable water conservation/reuse projects that would be available upon request.

The final outcomes of this planning project are:
1. Increased instream flows and streams protected from cattle activity in the Fourmile
Creek, Sevenmile Creek, Wood River, Williamson River, and Sprague River systems.
2. Improved water quality and increased flows into Upper Klamath Lake.
3. A functional water transaction program that will:
- provide improved habitat for endangered sucker species, redband and bull trout and
salmon populations in the tributaries and lake
- benefit irrigators below the lake, such as the USBR Irrigation Project
- benefit salmon populations and the fishing economy in the mainstem Klamath River.

These outcomes will help reach the water balance in the upper Klamath Basin, following
the modeling work done by the Klamath Tribes and the Klamath Water Users Association, as
expressed in the Klamath Basin Draft Restoration agreement. The danger of not reaching the
water balance is a continuation of the status quo, where either critical fisheries or the
agricultural community are damaged due to the over-allocation of water resources.

Water markets are a frequently used tool in the arid western United States. The plan for the
water transaction program will follow the example set by the Columbia Basin Water
Transaction Program, and other transaction approaches used by Oregon Water Trust,
Deschutes River Conservancy.

4. Explain how the project associated with the planning study will meet the water supply need(s), and
indicate what percentage of that need will be met. (For example: If your water supply need is 20,000
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acre-feet of additional water and the project will supply 10,000 additional acre-feet, 50% of your need
will be met).
Based on the water balance work done for the Klamath Basin Restoration Agreement, there
is an initially identified need for an additioal 30,000 acre feet of water flowing into Upper
Klamath Lake. The Klamath Tribes are identifying flow targets in priority reaches above the
lake in the Sprague, Williamson, and Wood River subbasins.
The planning effort will work with these targets, and re-evaluate the flow needs in
cooperation with the Klamath Tribes. The project will aim to meet the flow targets ... 100% of
the needed water. However, a part of the plan is to determine if it is feasible to supply 100% of
the needed water through water transactions, and if not, what percentage might be met.

5. Provide data and information on the associated project and the project’s sources of water supply:
a. The location of the associated project. (Include the basin, county, township, range and section.)
Upper Klamath Lake watershed, Klamath County, T 32-36; R 8-15 (a large rectangle)

b. The name(s) and river mile(s) of the source water and what they are tributary to, if applicable.

Tributaries to upper Klamath Lake: Sprague River (all miles), Williamson River (all miles),
Wood River (all miles), Sevenmile Creek (all miles), Fourmile Creek (all miles)

c. Environmental flow needs and water quality requirements of supply source water bodies and water
bodies downstream of associated and/or affected return flows.

According to modeling work done by the Klamath Tribes and Klamath Water Users
Association, Upper Klamath Lake needs an additional 30,000 acft of inflow to meet ecological and
agricultural needs. The Tribes are currently determining flow needs in specific stream reaches to
support a healthy fishery. ODFW has identified the target streams as high and highest priority for
flow restoration, but do not have specific targets. Part of the planning effort will review existing
information determining flow needs (for both quantity and quality) above and into Upper Klamath
Lake.

d. Reliance on return flows by downstream water right holders.

There is varying reliance on return flows by downstream water right holders in the project
area ... it is a very site specific consideration. This question will be addressed on a broad scale in
the planning effort, but will be more closely considered during evaluation of individual
transactions.
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V. Match Funding Information

Applicants must demonstrate a minimum dollar-for-dollar match based on the total funding request. The match may include a)
secured resources, b) previously expended resources, and/or c) pending resources. For secured funding, you must attach a letter of
support from the match funding source that specially mentions the dollar amount shown in the “Amount/Dollar Value” column.
For pending resources, documentation showing a request for the matching funds must accompany the application. For resources
that have been previously expended, the expenditure must have occurred on or after July 1, 2005. Resources expended prior to
July 1, 2005 are not eligible for match purposes.

The Type of matching funds may include: The Status of matching funds may include:
e The value of in-kind labor, equipment rental and materials e Secured funding commitments from other sources.
essential to the planning study provided by the applicant or
partner*.
o Cash is direct expenditures made in support of the planning o Associated and documented expenditures for the
study by the applicant. planning study from non-program sources incurred

on or after July 1, 2005.

e Pending commitments of funding from other
sources. In such instances, Department funding
will not be released prior to securing a
commitment of the funds from other sources.
Pending commitments of the funding must be
secured within 12 months from the date of the
award.

**Partner’” means a non-governmental or governmental person or entity that has committed funding, expertise, materials, labor, or
other assistance to a proposed planning study. OAR 690-600-0010.

Match Funding Source Type Status Amount/ Dollar Date Match Funds Available
(if in-kind, briefly describe the nature of the contribution) (¥ One) (¥ One) Value (Month/Year)
National Fish & Wildlife Foundation B cash [ secured $52,000 November 08
[ in kind [1 expended
[ pending
Oregon Watershed Enhancement Board B cash O secured 327,739 April 08
O in kind [ expended
X pending
& cash [ secured
[ inkind X expended
[] pending
[ cash [ secured
[J in kind [ expended
[ pendin
[ cash ] secured
[ in kind ] expended
L pending
[ cash [ secured
[J in kind [] expended
L pending
[] cash [] secured
O in kind [ expended
[ pending
[ cash [ secured
[ in kind ] expended
[ pending
[ cash [ secured
[ in kind [ expended
[ pendin
[Jcash ] secured
] in kind [J expended
[ pending
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VI. Project Planning Study Schedule

Estimated Project Duration: January 1, 2009 to December 31, 2010

Place an “X” in the appropriate column to indicate when each element (key task) of the project will take place.

| 2009 2010
nd

Proi . 1 [ 2" [ 37 [ 4% [ 1 [ 2™ ]3] 4%
ject Planning Study Element (Key Tasks) ot o | o o o
Qu Q“ Qtl T r

2011

Beyond

RETAIN CONSULTANT X
KBRT will request proposals from and select a consulting

party.

IDENTIFY WATER TRANSACTION PROGRAM X X X
OPTIONS

KBRT & the consultant will determine what tools the
transaction program should offer (i.e. instream leases,
Jorbearance, conserved water) based on commmunity
interest & Oregon water law. Judge the feasibilty of and
interest in various oplions.

IDENTIFY FLOW TARGETS X X X
Building on completed and ongoing modeling efforts and
ODFW analysis, determine flow targets for the lake itself,
and specific reaches of tributaries to the lake.

COMPLETE PRICING ANALYSIS X X X X
Using existing flow and ET data related to current
instream leases, economic analysis of ranches converting
fo dryland grazing, pricing revelation based on the short-
liilved USBR Water Bank bid process, determine an
effective, efficient pricing strucutre for the transaction

program.

DETERMINE FUNDING STRUCTUREOPTIONS X X X X
Identify parties potentially interested in water purchases
(i.e. USBR, PacifiCorp, private foundation, conservation
groups). Engage them in the planning effort and
determine options for funding structure.

DETERMINE PROGRAM STRUCTURE & X X
ADMINISTRATION

Based on all information & analysis, and working with
partners, determine an overall program and
adminstration structure.

FINAL REPORT X X
Complete draft report for review by early-mid 2010, final
report by end of 2010

POST-PLANNING STUDY IMPLEMENTATION
Implement pilot program ... then, with funding
established, permanenet program.
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V1L Project Planning Study Budget

Section A

Please provide an estimated line item budget for the project planning study. An example would include: labor, materials,
equipment, contractual services and administrative costs.

Line Items
Note: Administrative costs may not exceed 10% of
the total funding requested by the Department.

Unit
Number (e.g.
# of hours)

Unit Cost
(e.g. hourly
rate)

In-Kind
Match

Cash Match
Funds

OWRD Grant
Funds

Total Cost

PERSONNEL

KBRT staff for project oversite and
management, analysis of feasibility, flow
targets, pricing, and funding in
conjunction with contractor, cummunity
outreach Also includes completion of
economic analysis with NRCS.

1040

$42.00

$18,680

$25,000

$43,680

CONTRACTUAL SERVICES

Experienced consultant to produce final
plan = 640 hrs

Legal advice related to water law= 160 hrs

800

3$100.00

340,000

340,000

380,000

TRAVEL

10 roundtrips KFalls - Portland. Airfare or
mileage, hotel, perdiem : $580/trip =
$5800

24 roundtrips KFalls - Sprague River. 105
miles each (@ $0.50 = $1260

as
described

$7,060.0
0

37,060

37,060

SUPPLIES / MATERIALS
Postage, communications, report
_production, various

as
described

$6,750.0
0

36,750

$6,750

Administrative Costs

Section B

Total for Section A
Percentage for Section A

37,249
$79,739
53%

36,500

513,749

$71,500 $151,239

47% |

100%

If Grant amount requested is 550,000 or greater, you MUST complete Section B. Elements (key tasks) in Section B should be
the same as the elements (key tasks) in Section VI (Project Planning Study Schedule).
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In-Kind Cash Match OWRD Total Cost

Project Planning Study Element (Key Tasks) Match Funds Grant Funds
Retain consultant $3,239 $3,239
Determine program options 312,000 312,000 324,000
Identify flow targets 37,500 36,500 $14,000
Complete pricing analysis 325,000 330,000 355,000
Determine funding structure 315,000 $10,000 325,000
Determine program structure & administration $12,000 38,000 320,000
Draft & final report 35,000 35,000 $10,000

Total for Section B 379,749 $71,500 $151,239

Totals in Section B must match the totals in Section A
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Request to be added to the Oregon Water Resources Department’s
Inventory of Potential Conservation Opportunities

The purpose of this inventory is to catalogue potential conservation projects that water users themselves
have identified but not yet pursued because of financial, institutional, or other barriers. For the purpose
of this application, water storage other than above-ground are included as conservation opportunities and
are most likely capital conservation projects.

As a water provider or user, you know your water demands and water conservation opportunities better
than anyone. We would appreciate your assistance with this important data collection effort by
completing this survey. Your participation will help provide the building blocks we need to begin to
identify and achieve potential future water supplies. Please answer the questions as completely as
possible, to the best of your ability. We appreciate your help with this important effort.

This inventory of already-identified, potential conservation projects includes both capital and
programmatic projects. Capital projects are defined as one-time, large investments resulting in water
savings. Examples include reclaimed water plants, reservoir covering, transmission line upgrades
reducing leaks, or industrial engineering modifications to re-use process water. Programmatic projects
are defined as ongoing investments resulting in water savings. Examples include facilitating upgrades to
more efficient water using devices (e.g., distributing free showerheads, toilet rebates) and distribution
system leak detection programs. The conservation inventory is primarily intended to include “planned”
projects rather than projects that are currently being implemented. However, currently active
programmatic projects may be listed if they will continue or expand in future years. The inventory of
projects submitted will be compiled by county or basin.

Examples are provided below.

Example Example
Capital Conservation Project Programmatic Conservation Project
Project Description Line 3 miles of unlined ditch. Toilet rebate program for residential
Provide brief sentence customers
Estimated Future Savings 20 acre feet of water per year If we spend our full budget each year,
Provide brief sentence, including we estimate 50,000 gallons of water
information regarding savings save per year
seasonality.
Seasonality . Peak (irrigation) season savings. Savings should occur throughout the
Indicate what part of the year savings are year.
generated (e.g. year-round; summer
only; etc.).
Estimated Future Costs $500,000 total project costs. $40,000 a year.
Provide brief sentence.
implementation Schedule Not set. Have conducted cost and We started the program in 2005 and
Provide brief sentence. savings estimate, but still seeking plan to implement untit 2015.
funding.
Project Funded? _ No. Pursuing grant funding. Yes. IN our CIP through the next 5
Designate either “yes”, “no”, or provide years.
brief sentence if necessary
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To add a project to the inventory of potential conservation opportunities, please provide the following
information for each conservation project.

This is a [] Capital Conservation Project [X] Programmatic Conservation Project

Project #/Name

Water Transaction Program for the Upper Klamath Lake Watershed

Project Description

The establishment of an effective water transaction program in the Upper Klamath
Lake Watershed with stable-long, term funding aimed at providing increased flow to
the Lake, meeting the water batance needed to support ecological and agricultural
needs.

Estimated Future Savings

Current goal at 30,000 acre feet.

Seasonality

Flow targets developed for the irrigation season, April - October.

Estimated Future Costs

Unknown ... estimates are still being figured, but a current approach estimates $20M
for a perpetual endowment.

Implementation Schedule

Two year planning study (through 2010), pilot implementation (through 2013),
establishment of perpetual program (2013).

What are the barriers to
implementation, e.g. funding?

A complete planning and feasibility study to determine the transacation program
structure, a stable, long-term funding source, ongoing political and social issues
surrounding the Klamath Settiement.

Thisis a [] Capital Conservation Project [ ] Programmatic Conservation Project

Project #/Name

Project Description

Estimated Future Savings

Seasonality

Estimated Future Costs

Implementation Schedule

What are the barriers to
implementation, e.g. funding?

- Include this form with your application -

Grant Program Funding Application Form - July 2008
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KBRT Proposal to OWRD
Planning Study for the Establishment of a Water Transaction Program for Upper Klamath Lake
Figure 1. The Klamath Basin, Oregon and California
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KBRT Proposal to OWRD
Planning Study for the Establishment of a Water Transaction Program for Upper Klamath Lake

Figure 2: Project area, Upper Klamath Lake Watershed

The Water Transaction Program would include the extent of the drainage, but with a
special focus on the Upper Klamath Lake area and Sprague River Drainages

Focus areas include Ranges 8-14 in Townships 32-36




KBRT Proposal to OWRD

Planning Study for the Establishment of a Water Transaction Program for Upper Klamath Lake

Figure 3. ODFW flow restoration priorities

Figure 14. ODFW Flow Restoration Priority Watersheds:
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Figure 4

Current KBRT
instream leases
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KBRT Proposal to OWRD
Planning Study for the Establishment of a Water Transaction Program for Upper Klamath Lake

Figure 5. 2007 State of Oregon Instream Lease Restoration (based on cfs) by
Organization
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KLAMATH WATERSHED PARTNERSHIP

700 Main St Suite 202 Kiamath Falls OR 97601
Phone (541) 850-1717 Fax (541) 850-8001

August 28, 2008

Shannon Peterson

Klamath Basin Rangeland Trust
700 Main St #210A

Klamath Falls, OR 97601

RE: Support for the effort to establish a water transaction program in the upper
Klamath Basin

To Whom It May Concemn:

| am writing to express our profound support for the Establishment of a Water
Transaction Program in the Upper Klamath Basin proposal that KBRT is
submitting to the Oregon Water Resources Department.

The work that KBRT has done in the Wood River Valley to keep irrigation water
instream, increasing stream flow and delivering more and better quality water to
Upper Klamath Lake, is a major step towards reaching a balance in water use in
the upper Klamath Basin. KBRT's work demonstrates that there are ways to
protect water instream while maintaining agricultural operations.

The Klamath Watershed Partnership is very active in the Sprague Basin, and is
prepared to work with KBRT to develop creative ways to bring water transactions
to the Sprague, where instream flow is a critical need to support endangered
sucker fish populations.

This proposal is especially timely in light of the recently released Klamath Basin
Restoration Agreement, which calls for an additional 30,000 acre feet of water to
be protected instream above Upper Klamath Lake. A formal transaction program
is essential to reach this goal.

Looking forward to our partnership,

Terry Morton
Executive Director





