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a. Abstract 
The Deschutes Resources Conservancy (“DRC”) is requesting $1,000,000 per year in multi-year funding (FY 2002 – 2006) to develop its Deschutes Water Exchange (“DWE”).  The objective is to create an active non-profit water market in the Deschutes Basin to promote voluntary reallocation of existing water rights to instream uses.  This will result in restoration of instream flows and help meet water quality standards. Reallocation and restoration will be achieved by purchasing water through the market.

The project addresses the NMFS Biological Opinion Action 151 to establish water markets and Action 28 to support Bureau of Reclamation conservation for instream flows.  It also addresses the 2000 Columbia Fish and Wildlife Program and Deschutes Subbasin Summary identified needs for improved streamflows and water quality.  

The long-term (10-year) streamflow restoration objective is to acquire 200 cfs of instream water rights in the Middle Deschutes and at least 200 cfs in other tributaries, such as Squaw Creek, the Crooked River and White River.  Acquisitions will be based upon the flow restoration priorities established by the Oregon Department of Fish and Wildlife (“ODFW”) and the Oregon Water Resources Department (“OWRD”) to the extent possible.  For purposes of this application, we have assumed that the cost of acquisition will be $50,000 per cfs, or $20,000,000 over ten years for 400 cfs.  Acquisition will be accomplished through a combination of direct purchases, water conservation and leasing.  All methods will be used in order to acquire water at the lowest cost.  BPA funding of $1 million per year for three years would be matched at least one-to-one with other funds to support a $2 million per year acquisition budget.

The DWE project will create the institutional mechanisms needed to cost-effectively reallocate water rights under existing laws and regulations.  The business plan for the DWE will be completed by August 1, 2001.  By organizing and promoting a formal water exchange, like other commodity markets, all water rights holders will be able to make temporary or permanent acquisitions or sales of their water rights.  The exchange will be a reliable source of comprehensive, current market information and provide an efficient system for water rights transactions to acquire instream flow restoration.

b. Technical and/or scientific background
The DRC and the DWE project grew from the research and analysis done by the Confederated Tribes of the Warm Springs Reservation (“CTWS”) and Environmental Defense Fund (“EDF”) from 1992 through 1995 to promote sustainable development and the protection of ecosystems in the Deschutes River Basin (Environmental Defense Fund and Confederated Tribes of Warm Springs, 1995; Restoring Oregon’s Deschutes River: Developing Partnerships and Economic Incentives to Improve Water Quality and Instream Flows). Low streamflows were identified as a critical problem throughout the basin.  To restore flows requires transferring water from existing out-of-stream uses to instream flows at certain places and times of the year.  The report emphasized that new institutions and market-based approaches are needed to solve streamflow and water quality problems.  Restoring the Deschutes urged pilot projects to demonstrate the viability of cooperative efforts among water-using interests to achieve instream flow improvements through voluntary, compensation-based agreements.  

The low and fluctuating streamflows identified in Restoring the Deschutes are recognized as a priority in other watershed studies, including the Draft Deschutes River Subbasin Summary (ODFW, March 2, 2001) and the assessments and studies cited at page 41 of the Subbasin Summary. The Pelton Project FERC License 2030 Final License Application’s (CTWS and PGE 1999) Ecosystem Diagnosis and Treatment analysis also concludes that water diversions and fluctuating river levels are a key obstacle to maintaining healthy aquatic ecosystems.

On some subbasins streams such as Tumalo Creek and Squaw Creek, water rights for natural stream flow were over-appropriated, resulting in dry stream reaches during the irrigation season (Subbasin Summary 59).  In addition, the winter flows of the Deschutes River from Crane Prairie Dam to Bend are unnaturally low because water is being stored. During irrigation season, the flow pattern is reversed with abnormally high flows above Bend and abnormally low flows below Bend.  This same pattern is present on the Little Deschutes River and Crescent Creek. Irrigation districts hold water rights to divert all water from the Deschutes River at Bend essentially dewatering the entire reach above Lake Billy Chinook. The districts donate about 30 cfs each summer to maintain flows in the river, but in low water years, these flows can drop from 25 to 5 cfs or less.  ODFW has targeted an instream flow for this section of 250 cfs.  Restoring flows to this reach will restore habitat for anadromous fish passed above the Pelton/Round Butte dam complex.

Extensive additional literature concludes that voluntary water transfers are the most significant tool available for responding to new and changing water needs in the West, especially environmental needs. The institutional problems posed by existing western water law and the need for market-based approaches to water reallocation are supported and underscored by the National Academy of Sciences Committee on Western Water Management report, 1992, Water Transfers in the West: Efficiency, Equity, and the Environment, Anderson and Snyder, Cato Institute, 1997, Water Markets: Priming the Invisible Pump.

The Deschutes Resources Conservancy (“DRC”) is an Oregon not-for-profit corporation.  It was created in 1996 by the CTWS, EDF and local irrigation districts following its Congressional authorization in Public Law 104-208. The following table shows DRC’s pilot instream flow restoration projects, as envisioned by the Restoring the Deschutes report.

Permanent acquisitions

Project 
Project Cost
DRC Cost
Total Yield 

in ac-ft/yr
Instream Yield

in ac-ft/yr
CFS
Total Cost per ac-ft/yr1
DRC Cost per ac-ft/yr1

1998










North Unit Irrigation Piping

Installed approximately 20,235 feet of plastic pipe, replacing the open ditch with 19 turnouts.
$425,400
$  89,500
600 
300 
0.82
$ 47.27
$ 9.94

1999










Squaw Creek Water Purchase

Purchased 1.81 cfs on the Smith-Barclay Ditch.
$109,407
$  33,850
878.14
878.14 
1.81
$ 4.15
$ 1.28

SCID Thompson Ditch Conservation Project

Returned water to 6 miles of Squaw Creek by eliminating the Thompson Ditch.  Changed from flood to sprinkler irrigation.
$100,000
$  50,000
296
296
0.61
$ 11.26
$ 5.63

TID Bend Feed Canal

Tumalo Irrigation District will conserve 5.8 cfs of senior water rights and 11.3 cfs of junior rights to benefit stream flows in Tumalo Creek.
4.5 million
100,000 (99)

100,000 (00)


6,263 (senior & junior rights)
6,263
17.1
$24.00
$1.06

COID Alfalfa Piping

Replaced approximately 15,860’ of open ditch with pipe.
$236,620
$  58,924
1134.05 
850 
2.32
$ 9.28
$ 2.31

2000








Lost and Boulder Ditch Piping

Pipe 2,250 ft. of open ditch, savings .77 cfs.
$98,696
$49,085
147
147
0.40
$ 22.38
$11.13

Fryrear Ditch Piping

Pipe 7 miles of the SCID Fryrear Ditch conserving a total of 5 cfs.
$541,983
$125,000
1456
738
1.5
$ 24.82
$ 5.72

SCID Cloverdale Project

Replace 15,840’ of open ditch with pipe in Squaw Creek.
$660,400
$260,400
1455.3
1455.3
3.0
$ 15.13
$ 6.00

Camp Polk Water Purchase

Purchase .99 cfs of senior rights.
$50,000
$  50,000
480.25
480.25
0.99
$ 3.47
$ 3.47

1998
$ 425,400
$    89,500
600
300
0.82
$ 47.27
$ 9.94

1999
$4,946,027
$  242,774
8,571.19
8,287.14
21.84
$ 12.17
$ 2.57

2000
$1,351,079
$  584,485
3,538.55
2,820.55
5.89
$ 16.45
$ 6.58

TOTAL
$6,722,506
$ 916,759
12,710 
11,408
28.55
$25.29 ac-ft/yr
$6.36 ac-ft/yr

Please note: The cost of water is dependent on numerous factors.  The relative abundance of water in a given system, the value of the commodity grown with the water and the priority date of the water right are just a few of the variables that effect value.  When looking at the following chart please keep in mind that the value of water is determined by much more than amount paid for a given volume.  
The DRC also works with local irrigation districts to encourage members to donate water rights annually for instream leases.  The program results are summarized in Part 1, Section 2 of this application.  For the 2001 irrigation season, the DRC expanded its voluntary leasing program to test whether commercial farmers in the North Unit Irrigation District would participate.  To date, 20 cfs are being leased instream at $36 per acre.

The Oregon Community Foundation, Bend Foundation, Oregon Watershed Enhancement Board (“OWEB”) and  local irrigation districts are financially supporting the DRC’s development of the DWE.  A business operations plan must be developed for the DWE before a formal market can be established.  A 14 member advisory committee has been appointed and the plan will be completed by August 1, 2001.  The plan describes the Exchange’s products and services, legal structure, accounting and record keeping systems, marketing plan, pricing, and financial projections for the first three years of operation (2001, 2002, 2003).  Once the DWE business plan is adopted, all DRC water acquisitions, whether through leasing, conservation or direct purchase, will be handled through the Exchange.

c. Rationale and significance to Regional Programs
The need for the DWE is supported by: (1) NMFS Biological Opinion Action 151 directing BPA to “experiment with innovative ways to increase tributary flows, by for example, establishing a water brokerage;” and (2) the Deschutes River Subbasin Summary which identifies the need to restore stream flows through water conservation measures and continue or expand leasing, buying or banking of water rights with willing water rights holders to improve water quality and quantity.  BPA funding for the DWE will allow immediate development and implementation of a water brokerage system in a key subbasin and provide funding to acquire significant instream flows from willing sellers. 

Flow restoration will benefit all aquatic species in the Deschutes, but priority will be placed on restoring streamflows for Deschutes River Summer/Fall Chinook, Mid-Columbia Spring Chinook, Middle Columbia River Steelhead, Redband Trout, Pacific Lamprey and Bull Trout. Deschutes River steelhead and bull trout are listed as “threatened” species under the Federal Endangered Species Act.  

Deschutes River Subbasin Summary.  

The Subbasin Summary identifies low stream flows resulting from water diversions and poor aquatic habitat due to flow fluctuations as limiting factors for ecosystem restoration. In the Lower Deschutes River, “Loss of instream flows, increased stream temperature, loss of riparian vegetation, increased sediment inputs and other water quality factors have been identified as limiting factors for bull trout”  (52). The Summary also states, “Fish production in much of the lower Deschutes River subbasin is thought to be limited by water quality and quantity.  Water quality limitations include seasonal temperature extremes, turbidity and sedimentation.  Water quality issues are directly associated with consumptive water withdrawals, watershed conditions, reduction in the ability of streams to interact with their floodplains and reduced recharge in the forested headwaters.” Trout, Badger, Tygh, Boulder, Lost, Gate, Threemile and Rock creeks all have consumptive water rights exceeding the total flow available.  The limiting factors are the same in the Crooked River: “Fish production in the Crooked River subbasin is limited by water quality and quantity, including flow reduction or loss, temperature, sedimentation and turbidity.  Fish abundance is directly related to volume of water available in stream, which affects all life stages including spawning, incubation, rearing, and migration” (56).  

The Oregon Department of Environmental Quality has identified 6 streams in the upper Deschutes River subbasin, the Little Deschutes River, and most of the mainstem Deschutes River from Crane Prairie Reservoir to Lake Billy Chinook as water quality limited for one or more parameter (Subbasin Summary Appendix I, Figure 17). The parameter identified on the 1998 303(d) list for most of these streams is temperature but many are water quality limited due to sedimentation, turbidity, flow modification, habitat modification, pH, and dissolved oxygen.  Streams and rivers in the subbasin affected by reduced flows are: the Deschutes River from Wickiup Dam to Lake Billy Chinook, the Little Deschutes below the mouth of Crescent Creek, Crescent Creek, Paulina Creek, Tumalo Creek and Squaw Creek.  Water quality standards cannot be met without restoring streamflows.

The Subbasin Summary states the Fish and Wildlife Needs this project will meet:

· Restoration of stream flows through water conservation measures, such as improved diversion measurement systems, water use efficiency and conveyance efficiency.

· Continued or expanded leasing, buying or banking of water rights with willing water right holders.

The Subbasin Summary shows the instream flow restoration priorities, Figure 15, page 198 developed by ODFW and OWRD as part of the Oregon Plan for Salmon and Watersheds.  ODFW identified the need for streamflow restoration through ranking biological and physical factors, water use patterns and the extent to which water is a primary limiting factor.  ODFW also considered how well the fish resources would respond if flows were restored when it established these priorities.  The DWE will acquire water rights to meet these priorities.

2000 Columbia River Basin Fish and Wildlife Program 

The 2000 Columbia River Basin Fish and Wildlife Program (“FWP”) focuses on protecting and restoring natural ecological functions to watersheds. The Deschutes Basin provides a unique opportunity to test streamflow restoration methods because of the strong community support for the river and the experience gained through DRC’s past pilot projects.  Streamflow restoration will benefit anadromous and resident fish, including restoration of anadromous fish to areas that are currently blocked by dams, like the Upper Deschutes, Squaw Creek and Crooked River.  The Deschutes Basin has extensive intact and restorable habitat.  The missing ingredient is streamflow.  

The Northwest Power Planning Council adopted funding criteria for high priority projects while subbasin plans are being developed.  The DWE project meets many of them.  Specifically, acquisition of water rights for instream flows provides permanent, protected habitat for all aquatic species.  The acquired water can be measured and monitored.  In many tributaries, restoring instream flows will link high-quality habitat now cut off by inadequate flows. The DWE will target instream acquisitions where flow modification is one of the parameters resulting in a 303(d) listing, such as the Lower Crooked River, the North Fork of the Crooked River, Upper and Middle Deschutes River, Squaw Creek and Tumalo Creek.  In these areas, the DWE will share cost for water with the DRC, Oregon Watershed Enhancement Board, Oregon Water Trust, irrigation districts and others.

The FWP recommends BPA establish a funding agreement for land and water acquisitions to assure quick and flexible transactions.  The FWP recognizes the importance of developing standardized terms for implementing acquisitions, including matters of contracting, management, crediting, operations and maintenance costs, monitoring and evaluation requirements and accountability provisions, FWP at 65-66. The DWE will establish: (1) needed new market mechanisms; (2) improved contracting methods for direct purchases, leasing and acquisition of conserved water; and (3) better water pricing information.    

NMFS Biological Opinion 

The Biological Opinion includes several actions related to water management at federal facilities.  Several BOR projects are located in the Deschutes Subbasin, including the Crooked River, Deschutes, Arnold, Crescent Lake, North Unit, and Wapinitia Projects.  Most of the districts operating these facilities have completed water conservation plans.  Biological Opinion Action 28 states the, “BOR shall pursue water conservation improvements at its projects and shall use all mechanisms available to it under state and Federal law to ensure that a reasonable portion of any water conserved will benefit listed species.”  The BOR also is consulting with NMFS on operation of its Deschutes Basin projects.  The DRC has an excellent working relationship with the irrigation districts operating BOR facilities in the Deschutes Basin. These districts have worked with the DRC on water conservation projects.  The DRC requires that at least 50 percent of the saved water be dedicated to instream water rights.    

The DWE supports Action 28 because BPA grant funds could be used to support additional conservation projects with conserved water converted to instream water rights.  In addition to directly funding water acquisitions through conservation, the DWE water brokerage service could direct parties interested in acquiring new water supplies to the conservation opportunities within the irrigation districts.  For example, the DRC already has had the opportunity to work with an independent power development company interested in acquiring up to 12 cfs of water for a new plant.  By directing the company to a local irrigation district, the new plant may mitigate its groundwater withdrawals with conserved water from an irrigation district. By acting as a broker between the company and the district, the water needs of the plant may be met while providing a net increase to instream flows in the Middle Deschutes. 

The Biological Opinion includes actions related to basic habitat needs of listed species.  In tributary habitat, two objectives are relevant to this project: (1) Water quantity—increase tributary water flow to improve fish spawning, rearing, and migration; and (2) Water Quality—comply with water quality standards, first in spawning and rearing areas, then in migratory corridors.  Biological Opinion Section 9.6.2.1.  Biological Opinion Action 151 states that, “BPA shall, in coordination with NMFS, experiment with innovative ways to increase tributary flows by, for example, establishing a water brokerage.” The discussion of this action notes that while tributary flow problems are widespread, it is unclear whether and how solutions can be implemented through existing laws and processes.  New approaches must be tested, especially where there are significant non-federal diversions and ancillary water quality benefits.  This action will also develop a competitive process to increase flows and water quality at the lowest cost.

The Biological Opinion envisions that BPA will establish a new non-profit entity to carry out this project, require the new entity to develop an operations plan and initiate a trial round of water solicitations. Funding the DWE will enable some of the key benefits of this recommended action to be realized in a way that can be replicated in other subbasins and built upon by whatever regional entity is eventually established.  The DRC is already performing many of the functions of the Exchange, including offering water brokerage services.   The Deschutes has significant non-federal diversions, in addition to federal projects.  Stream flow restoration will address both streamflow problems and water quality problems.  The DWE business operations plan will be completed by August 1, 2001 and the Exchange will be fully operational as soon as the formal plan is adopted.  

The DRC, working with the Oregon Water Trust, has extensive experience using Oregon’s innovative instream leasing and water conservation statutes to restore streamflows.  The DRC’s basin projects demonstrate the costs to acquire water through leasing, conservation and outright acquisition.  Establishment and promotion of the DWE as a formal water brokerage will build the institutional infrastructure needed to demonstrate transactional strategies for securing flows and improving water quality both from large irrigation projects and individual landowners.

This funding request is consistent with the funding level anticipated by the Biological Opinion. Investing in the DWE project while BPA develops its overall strategy will allow the region to learn from the DWE work and start competitive, cost-effective water acquisition immediately in a key basin.

d. Relationships to other projects 
This proposed project is most closely related to the Oregon Water Trust (“OWT”) Water Right Acquisition Program, Multi-Year FY 2000-2002, Project  # 199908800.  The OWT program is systemwide in Oregon and the DWE is limited to the Deschutes Basin.  Within the Deschutes Basin, the OWT project targets acquisition in Buck Hollow Creek, Trout Creek, Tygh/Badger Creeks and Squaw Creek.  OWT works with individual landowners, usually with fairly small water rights in tributaries.  The DRC and OWT have worked together, jointly funding several water rights acquisitions in recent years in Squaw Creek.  The DRC also uses OWT services when it transfers conserved water to instream water rights under the Oregon conservation statute.  The DRC and OWT expect to continue to work together and coordinate water rights acquisitions and transfers.  Under this proposed project, the DWE will concentrate its efforts on acquiring water from irrigation districts and private ditch companies.  Acquisitions from individual landowners will be done only in areas where the OWT is not already working.

The Subbasin Summary identifies a number of on-going projects designed to improve riparian habitat.  Streamflow restoration will enhance these efforts.  The existing projects funded by BPA include the Trout Creek Habitat Restoration Project, Project # 199404200 and the Buck Hollow Watershed Enhancement Project, Project # 9303000.

The DWE project will also complement other projects in the Deschutes Basin.  The DRC is closely involved with watershed enhancement projects on public and private land in the Deschutes Basin because of its unique organizational structure.  The Subbasin Summary describes these on-going efforts by state and federal agencies, local governments, soil and water conservation districts and watershed councils.  The DRC board of directors is Congressionally required to have broad representation, including irrigated and non-irrigated agriculture, environmental groups, Tribal government, state agencies (ODFW and OWRD), federal agencies (USFS and BOR), recreation, local government and irrigation districts.

Federal agencies are authorized to provide technical assistance to the DRC.  The DRC is authorized to receive up to $2,000,000 per year in federal appropriations in FY 2002 through FY 2006.  It received $500,000 in FY 1999 and FY 2000 and $1,000,000 in FY 2001.  Ten percent of these appropriations are used for administrative costs, half going to the BOR and half to the DRC.  All DRC grants must be matched at least one-to-one.  In FY 2000 the DRC was able to achieve a five-to-one match.  As a funding organization, the DRC works closely with all other groups involved in watershed restoration projects in the basin to help them fund projects.  NEPA compliance is required on all projects the DRC funds.  NEPA work is done by the BOR or other cooperating federal agencies.

The process DRC has used to fund water rights acquisition involves review by the DRC Project Committee, comprised of DRC board members. State and federal agencies’ technical specialists assist the Committee to assure that the proposed acquisitions cost effectively meet identified restoration needs. When the DWE becomes operational, a similar review process will be used to assure acquisitions meet identified streamflow restoration priorities.

e. Project history (for ongoing projects) 

This is not an ongoing project.

f. Proposal objectives, tasks and methods
Overall Objectives.  

The DWE project has one overall long term objective: to create a non-profit water market to help restore the natural hydrograph throughout the basin through voluntary reallocation of existing water rights to instream uses. This will result in restoration of instream flows and help meet water quality standards.  Within ten years, the objective is to acquire 200 cfs of instream water rights in the Middle Deschutes and at least 200 cfs in other tributaries, such as Squaw Creek, the Crooked River and White River.  Acquisitions will be based upon the flow restoration priorities established by ODFW and OWRD to the extent possible.  The cost of acquiring 400 cfs would be $20,000,000 based upon the assumption that water can be acquired at $50,000 per cfs.  This would require an investment of $2,000,000 a year over the ten-year period.  The DRC expects to be able to match BPA contributions to the DWE project with other funds on at least a one-to-one basis, contingent on continued federal appropriations.

Establishing a water market will achieve another important objective: creating an institutional mechanism to competitively and cost-effectively reallocates water rights under existing laws and regulations.  A free exchange of information is critical to market development.  The DWE will create a website to allow willing buyers and sellers to post their interests and sales prices for leasing conserved water and water acquisitions.  This will require a professional staff to act as water brokers and prepare legal agreements to acquire and reallocate water.

Objective 1: Market Establishment /Tasks and Methods.

It will require several years to establish a functioning water brokerage.  The water brokerage will be an active, organized exchange so that all water rights holders can buy and sell water rights and interested new purchasers (like BPA and other conservation groups) can acquire water for instream flows.  A key function of the brokerage will be to serve as a reliable source of comprehensive, current market information including location, volume and price of water available or needed. The brokerage must also be able to provide direct consulting services to potential water rights sellers and buyers in order to assist them in reallocating water to meet new uses, while restoring streamflows.  In order for the brokerage to function, new forms of legal agreements will be needed between the brokerage and prospective clients.

Task 1.a. Develop Market Framework.  The first step in creating a working water exchange is to develop the framework based upon general theories of creating markets and on similar operations in the western United States.  This requires research on existing water markets and on-line water exchanges.  Based upon the research, the DWE project team and advisory committee will develop and design the products and services to be offered by the DWE.  These products and services will have to meet the needs of the market and achieve the goal of streamflow restoration.  Transactional documents, such as brokerage service agreements and registration agreements, will have to be drafted for each product or service.  Operating procedures will then have to be developed for each product or service.  This will require systems for: gathering and maintaining current water transaction information; posting information for prospective participants; handling transactions for each service to be offered through the DWE; record keeping; and monitoring performance.  Systems will have to address the administrative steps needed for all aspects of exchange operations.  

Task 1.b.  Design and Construct Information Database.  Once the operational procedures and systems are established, an information database will need to be constructed to capture and update market information.  This will require a basic framework capable of providing on-line access to market data.  Price information will need to be collected based upon past experience and research and methods will have to be developed to collect information on current and future transactions.  Manual or automated systems will be installed and data will be loaded to begin operations.  The database will then have to be tested and launched.  It will be necessary to maintain and update the database regularly.  The performance of the database will be evaluated based upon the overall goal of promoting water reallocation.

Task 1.c.  Website Development and Marketing.  For FY 2002 the highest priority task is to build the framework for the DWE website and start posting available water information.  Research on alternative website designs must be completed.  Software must be selected that is sufficiently robust to support features like the information bulletin board, user interaction and progressively more stages of transactions.  This requires software and graphics design work, installation, testing and launch. The website will begin as a bulletin board for postings willing buyers and sellers, supplemented by a compilation and analysis of all available water transaction pricing information.  The website will be designed so that it can ultimately handle on-line trading. The website should be ready to open and operate before the start of the 2002 irrigation season on April 15, 2002.  To promote the website, a public information campaign will be needed.  This will involve advertising, brochures and outreach to local news media and agricultural organizations.  Following launch, it will be necessary to evaluate the function and productivity of the site on an on-going basis and revise it as necessary.

Task 1. d.  Brokerage Service Development and Marketing: 

The DWE will provide brokerage and consulting services to anyone interested in buying or selling water in the basin. The Exchange will charge for these services. The available services will have to be defined in detail.  Consulting contracts will be developed to structure and facilitate transactions in a way that yields water for streamflow restoration. Any net revenue generated through the brokerage services would be invested in additional water rights acquisitions.  A marketing plan will be developed with special attention to the streamflow restoration feature.  A fee schedule will be developed for the services.  Meetings will be held with prospective clients, including municipalities, real estate developers, consulting engineers, economic development groups and others.  Systems will be created to evaluate completed transactions in terms of streamflow restoration objectives so that the processes, marketing, documentation and fees can be adjusted based upon performance.

Objective 2: Flow Restoration /Tasks and Methods
The Deschutes Water Exchange will acquire water rights for conversion to instream flows during FY 2002, 2003, 2004 2005 and 2006.  The objective is to acquire 20 cfs each year through a combination of leasing, water conservation and permanent acquisitions. The DWE will work with the Oregon Water Trust, ODFW and the OWRD to refine the stream restoration priorities identified in the Subbasin Summary.

Task 2.a. Prioritizing Acquisitions.  ODFW and OWRD have set streamflow acquisition priorities for the Deschutes subbasin, but additional work needs to be done to refine these priorities in comparison to known opportunities for water rights acquisition (such as the irrigation districts existing conservation plans).  Specific acquisition targets should be set for key subbasin tributaries based upon the gap between existing late summer flows and ODFW instream water rights.

Task 2.b. Expansion of Annual Water Leasing Program.  The DRC has offered an annual water leasing program since 1998.  Based on past experience, it should be possible to increase these leases to approximately 100 cfs per year by FY 2004 through promotion of the voluntary donation program and expanded payment of irrigation district assessments or other rental.  This will require promoting the benefits of this voluntary program and funding to lease more acres of commercial farmland.  Each year, several thousand acres of farmland are fallowed. Unless the water rights for those acres are leased instream, the water is diverted and used by other landowners in the districts or released unprotected instream.  Leasing additional acres is estimated to cost $35 per acre.  At 1/50 cfs per acre, it would require 5000 acres of leased land to obtain 100 cfs at an annual cost of $175,000.  The land leased would increase gradually to reach the 100 cfs objective by FY 2004.  Leasing at this level will require improved leasing systems with the irrigation districts and the Water Resources Department to ensure efficient registration of landowners, timely processing of leases and effective measurement of the water leased at the headgate.

Task 2.c. Water Rights Acquisitions.  Once acquisition targets are refined, the DWE will work with local irrigation districts, landowners and others to negotiate acquisition of instream water rights through conservation or direct purchase.  This requires working with districts to refine their project proposals and obtain funding.  Individual landowners must be contacted to determine how much water they are willing to sell and at what price. If irrigation districts serve the individual owners, agreements must also be reached between the district and landowner. Once the specific amount and nature of the existing water right to be transferred instream is known, the DWE must contract with the landowner or district to acquire the water right.  The transfer application must then be processed with the OWRD.  The DWE anticipates working with the Oregon Water Trust to handle the actual transfer process.  The BOR Water Conservation Study and individual district conservation plans already identify many projects that would result in instream flow restoration.  The DWE will work, through this project, to develop other willing sellers.  Based upon known opportunities, it is estimated that at least 10 cfs per year can be acquired during 2002, 2003, 2004, 2005 and 2006.  For example, The DRC is currently developing a project with the Wasco Soil and Water Conservation District and the Mt. Hood National Forest to pipe the Highline Ditch in the Badger Creek Wilderness.  The DRC is also working with ODFW to develop water conservation projects on the White River Game Management area.  Water would be restored to Tygh, Jordan and Boulder Creeks.  The amount of water conserved through these projects is not yet known, but is estimated at approximately 5 cfs.

Cost Share.

Since 1998 the DRC has funded water acquisition through leasing, conservation and direct purchase. Based on this experience, BPA grants should be matched at least one-to-one by other organizations. The nature and extent of the match will vary with each acquisition.  For this application, cost share percentages and organizations are based on the DRC’s costs in 1998-2000.  The DRC anticipates investing at least $500,000 in FY 2001 in water rights acquisition.  Depending upon federal appropriations, the DRC anticipates additional investments of at least $500,000 per year in FY 2002, 2003 and 2004.  The Bureau of Reclamation projects it will fund conservation efforts on federal projects at a rate of approximately $200,000 per year.  This amount could increase depending upon general BOR appropriations for compliance with the 2000 NMFS Biological Opinion.  Other funding should be available from the Oregon Watershed Enhancement Board ($100,000 per year, based upon past funding).  The local irrigation districts have matched DRC grants through a combination of in-kind services (labor and equipment) and cash.  This level of the districts’ contributions is expected to continue in FY 2002-2006.  Other matching funds may be available from the Oregon Water Trust, the National Fish and Wildlife Foundation and local foundations.

g. Facilities and equipment
The DRC has operated until now out of home offices and donated office space in Portland, Oregon.  The DRC has computers and software needed for acquiring and transferring water rights and compiling water rights data.  The DRC contracts for website services.  The DRC and DWE plan to rent office space in Bend, Oregon no later than March 2002.  Operation of the Deschutes Water Exchange will require acquisition of two additional desktop computers and a laptop computer, as well as standard office furnishings for two people.   
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Deschutes Water Exchange Staff

Gail Achterman (DRC Executive Director): The Deschutes Basin Resources Conservancy Board of Directors hired Gail Achterman as its first, full-time Executive Director October 19, 2000. Gail’s expertise in water and natural resource law compliment the DWE’s efforts to develop its operations plan and negotiate water transactions. As the DRC Executive Director Gail will spend about 20 hours per week on the DWE to coordinate policy development, work with the advisory committee, supervise staff, identify water acquisitions and prepare all contractual agreements.

Gail specialized in environmental and natural resource law as an attorney with Stoel Rives from 1978 to Spring 2000 and for the U.S. Department of the Interior from 1975 to 1978.  She also served as Governor Goldschmidt’s Natural Resource Assistant from 1987-1991. She has extensive experience working on water quantity and quality issues.  She co-chaired the annual Oregon Water Law Seminar for many years, serves on the advisory committee for the Water Law and Policy Project at Lewis and Clark Law School and chaired the Oregon Department of Environmental Quality’s Rules Advisory Committee on 401 water quality certification for federal grazing leases and permits. She has handled water rights acquisitions and transfers for electric utilities, irrigation districts, farmers, ranchers and real estate developers.  Gail received her BA in Economics with honors (1971) Stanford University, Palo Alto, California; J.D. cum laude (1974) University of Michigan, Ann Arbor, MI and her M.S. Natural Resources Policy and Management, (1975) University of Michigan, Ann Arbor, MI. Gail grew up in Salem, Oregon and currently lives in Portland, Government Camp and Bend, Oregon. 

Lisa Nye (DRC Deputy Director): Lisa Nye has worked with the DRC since 1998 first as a part-time Executive Director and currently as the Deputy Director, 20 hours per week. Lisa will provide the DWE support in developing the operations plan and coordinating the advisory committee. Lisa has worked in watershed restoration efforts with the Deschutes Fisheries Restoration Project, the Oregon Watershed Health Program and the Northwest Power Planning Council.  She has a Journalism B.A. (1990) and Public Policy Planning and Management M.A. (1992), University of Oregon, Eugene. She was born in Bend, Oregon and continues to live there with her husband and son.

Project Manager

A new project manager will be hired to lead the Deschutes Water Exchange project.  The manager should have the following skills:

Expertise in irrigation system operations both at the irrigation district and farm level in order to be able to analyze water reallocation and conservation opportunities.

Expertise in Oregon water transfer procedures with preference for a certified water rights examiner.

Knowledge of the hydrology and water allocation system in the Deschutes Basin.

The ability to work with outside service providers to develop and deliver market services.

The ability to work with other state and federal agencies on priority setting and identification of acquisition opportunities.

Deschutes Water Exchange Advisory Committee Members

Bob Main, DRC Board Member and Oregon Water Resources Department 

Mr. Main is the Regional Manager for South-Central Oregon for the Oregon Water Resources Department.  He has extensive knowledge of the water resources of the Deschutes Basin and expertise in all aspects of Oregon water rights administration.

Ron Nelson, DRC Board Chair and Central Oregon Irrigation District Manager

Ron Nelson manages Central Oregon Irrigation District.  He serves on the Oregon Water Resources Commission and the Oregon Watershed Enhancement Board.  He is a founding board member of the Oregon Water Trust. He is an expert on irrigation district operations.

Eric Glover, DRC Board and Bureau of Reclamation

Eric Glover is the Columbia Area Manager of the U.S. Bureau of Reclamation.  He was instrumental in preparation of the BOR study on conservation opportunities in the Deschutes Basin and establishing the DRC. Eric has a comprehensive understanding of federal reclamation projects in the Basin.

Peter Geiser, DRC Board and Central Oregon Environmental Center

Peter Geiser is a financial planning consultant with American Express Financial Services.  He helped organize the Central Oregon Environmental Center in Bend and has been active for many years with local environmental organizations and sustainable business development.

Chuck Schonneker, DRC Board and North Unit Irrigation District

Chuck Schonneker is the manager of the North Unit Irrigation District.  He is an expert in irrigation district operations and led the largest water conservation project ever undertaken in the Basin.

Zach Willey, DRC Board and Environmental Defense

Zach Willey is a founding board member of the DRC and co-authored the Restoring the Deschutes report.  He advises the DWE as a volunteer in its operations development and project identification.  Zach is a Senior Economist for Environmental Defense, Inc., U.S.A. specializing in the development and use of markets for voluntary transfers of rights to use water, land, and other environmental resources, including initiatives to stimulate emerging markets for carbon and water pollution reduction credits.  He works on projects and policies to protect terrestrial and aquatic ecosystems and atmospheric resources, with an emphasis on projects in the U.S. Northwest involving water, hydropower, agriculture, & forests.  He is also a Board Member for Environmental Resources Trust (ERT), a global, non-profit corporation, based in Washington, D.C., U.S.A., specializing in transactions in water, air, and other environmental assets and a member of the Food Alliance, Stewardship Council, a U.S.A. non-profit corporation developing food labeling systems for farmers and ranchers committed to sustainable production practices. Zach holds a Ph.D. Economics (1974), M.A. (1968), B.S. (1967), University of California, Berkeley. 

Jim Noteboom, DRC Secretary and Partner, Karnopp, Petersen, Noteboom, Hansen, Arnett & Sayeg, LLP

Jim Noteboom is the DRC Secretary and participates in board meetings and the Executive Committee representing the Confederated Tribes of Warm Springs. He is a partner at Karnopp, Petersen and focusing his practice on being a Tribal attorney for the Warm Springs.  Jim helped initiate the DRC on behalf of the Tribes and its interest in instream flows and water quality.  Jim is currently a member of the Deschutes Basin Groundwater Steering Committee.

Deborah McMahon, Director of Development, City of Bend

Deborah McMahon is the Bend Development Director.  She has an in-depth understanding of development activity in the city and Deschutes County.  This provides needed expertise for identifying market opportunities in the private sector and with city water and wastewater systems.

Kate Kimball, Attorney at Law

Kate Kimball is an attorney specializing in land use and natural resource law.  She has extensive experience in trading markets and helped establish the Acid Rain Allowance System under the Clean Air Act. Kate also brings policy experience to the Committee from her work as the National Oceanic Atmospheric Administration’s Deputy Assistant Secretary for Oceans and Atmosphere and staff to the Senate Environment and Public Works Committee.

Marlene Huntsinger, Portland General Electric

Marlene Huntsinger is PGE’s General Manager of Power Supply.  She is an expert in market transactions and operations based on her experience in the electric utility market.

Patti Moss, President and Chief Executive Officer, Bank of the Cascades

Patti Moss brings business and banking expertise to the Advisory Committee as President of one of the nation’s most successful local banks.  She has extensive knowledge of the Central Oregon community and business operations in the area.

Andrew Purkey, Oregon Water Trust

Andrew Purkey is Oregon Water Trust’s first Executive Director and has been working for the organization since 1994.  His experience in acquiring instream water rights will help the DWE establish the first water exchange for instream flows.

John Volkman, Stoel Rives 

John Volkman recently joined Stoel Rives Law Firm in Portland, Oregon. Prior to this he worked for National Marine Fisheries Service and was instrumental in including water marketing in Columbia Basin recovery programs.  John served as legal counsel to the Northwest Power Planning Council and has extensive experience in Columbia Basin issues and water marketing.

Mary Oldshue, Arras Advisory Associates and DWE Consultant for Business Plan Development

Mary H. Oldshue works as a consultant in finance and business development matters for the DWE and volunteers on the Advisory Committee. She is an independent contractor and expected to work about 300 hours on the project in FY 2002 as she has in FY 2001. After several years doing corporate, middle market and real estate finance at Chemical Bank in New York, she spent over thirteen years in critical positions in two corporate sponsored start-ups in the Pacific Northwest. As treasurer of NERCO, a natural resources company established in 1978 that grew to be a Fortune 500 company within six years, she raised over $500 million in debt financing and had a key role in the company’s initial public offering. In 1987, Mary became the chief financial officer of Pacific Development Inc., a company founded to acquire 90+ blocks in Portland’s Central Business District. There, she served in a management committee role in three joint ventures, and negotiated development project, acquisition and disposition agreements, in addition to organizing the finance, accounting and control function. Both situations involved basic business start-up issues and also required continuous involvement with substantial corporate and institutional investors, sophisticated joint venture partners and the domestic and international capital markets. In 1994 Mary established Arras Advisory Associates. Arras has worked in different capacities with the senior management of a variety of companies, including start-ups, established medium and large privately held enterprises, as well as large, publicly held corporations. 

Mary has an A.B. from Vassar College and attended post-graduate and professional courses at New York University Graduate School of Business Administration, The Wharton School, as well as other institutions. She has lived in Oregon since 1978 and currently resides in Portland.










17

