Oregon Water Resources Department
North Mall Office Building

725 Summer Street NE, Suite A
Salem, OR 97301-1266

503-986-0900
FAX 503-986-0904

John A. Kitzhaber, MD, Governor

Before the
House Energy Environment and Water Committee
Representative Ben Cannon, Co-Chair
Representative Vic Gilliam, Co-Chair

Testimony on HB 2867, “Deschutes Basin Groundwater Mitigation Program”

Presented by:
Oregon Water Resources Department
March 17, 2011

Thank you for the opportunity to present testimony on House Bill 2867. This afternoon, we
understand the committee will be discussing proposed -2 amendments. These amendments
would remove the 2014 sunset date from an already-existing program administered by the Water
Resources Department.

Background

The Deschutes Groundwater Mitigation Program, established in 2002, accomplishes three
primary things, it: (1) maintains flows for the Deschutes Scenic Waterway and instream water
rights; (2) facilitates the restoration of flows in the middle reach of the Deschutes River below
Bend; and (3) accommodates growth in the region, through new groundwater development.

A 2001 study jointly conducted by the Oregon Water Resources Department, the U.S. Geological
Survey, and others, identified a hydraulic connection between groundwater and surface water
within the Deschutes Groundwater Study Area. Because of this connection, new groundwater
withdrawals affect surface water flows. As a result, new groundwater withdrawals must be
“mitigated” with a similar amount of water placed instream, to offset the impact to surface water
flows.

The Deschutes Basin Groundwater Mitigation Program provides the tools that groundwater
applicants can use to secure the mitigation credits needed to develop new groundwater permits.
There are five basic elements in this Program:

1. Requiring mitigation for all new groundwater permits in the Deschutes Groundwater Study
Area. The cumulative quantity of new groundwater use that can be authorized in this area
under the Program is limited to 200 cubic feet per second (cfs). This is called the “allocation
cap”;

2. Identifying tools for providing mitigation, through either a mitigation project or by obtaining
mitigation credits from an established mitigation project;

3. Establishing a system of mitigation credits, which may be used to mitigate for new
groundwater permits;
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4. Providing the process to establish mitigation banks, and;
5. Providing for adaptive management through annual evaluations and review of the Program
every five years.

Evaluation of the Program

For each year the program has been in place, there has been sufficient mitigation water available
to meet the needs of the groundwater permits issued under the program. More specifically:

o Transactions are taking place, with the Department issuing mitigation credits and water being
restored to the Middle Deschutes Reach;

o Interests are aligned to restore stream flows, thinking about the river in terms of mitigation
that must occur in order to provide for new water rights; and

e The program is achieving the goal of providing mitigation for new uses in the Basin.

According to rule, the Department must conduct annual evaluations of the program, as well as
five-year reviews.

A five-year review, conducted in 2008, involved “the Deschutes Group,” a broad range of water
users and organizations with an interest in water use in the Basin. Staff from the Department of
Fish and Wildlife and Water Resources Department participated as well.

This group reviewed the implementation and operation of the Deschutes Groundwater Mitigation
Program, and identified the program successes listed above. In addition, the group identified
half a dozen issue areas for potential modifications and improvements. The Water Resources
Commission addressed a couple of these issues as part of a rule-making this past summer (June
2010). For instance, the Commission clarified that the amount counted under the allocation can
be adjusted as applications are withdrawn or permits are cancelled. The Department continues to
evaluate all of these issues as part of an annual review.

Conclusion

HB 2867-2, in the Department’s view, is consistent with the Deschutes Mitigation Program and
its goals, proposing to remove the current 2014 sunset date, and directing the Department to
review input from stakeholders in its program evaluation. Such a review is a requirement that is
already in place today.



