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KWUA Activity

The Klamath Water Users Association continues to work hard on many fronts to ensure an adequate water supply and reasonable power rates are delivered to project irrigators with some degree of certainty.  The following is a brief recap of some of our major activity over the past few weeks and months.

COALITIONS- 

Organizationally, we continue to reach out to those that are interested in having a serious dialogue about solutions to water problems throughout the Klamath Watershed. In March, representatives from KWUA met with members of the Oregon Troller’s Association in Charleston, OR.  The meeting was productive. The focus of the interaction was not to point fingers about salmon harvest or low numbers. Instead participants focused on solutions and working together.  The meeting resulted in a Memorandum of Understanding that was recently signed by both parties. The heart of the agreement is to continue to have meaningful dialogue and to coordinate efforts to solve the problems of both industries.

Additionally, board members from KWUA met recently with members of the Pacific Coast Federation of Fishermen (PCFFA) to see if a similar approach can work with them. PCFFA has been at the forefront of attacks against the Klamath Project. It appears that over the years PCFFA has aligned itself with some of the more malicious and extreme environmental groups that simply attack the project and those that depend on it for their livelihoods. If PCFFA wants to help us find real solutions, that don’t put fishermen or farmers out of business, then we want to have that conversation. The results of 

this meeting are yet to be determined, but KWUA is hopeful that it will be productive.

WATER-

With respect to the current water situation, KWUA continues to point out that despite the tremendous rainfall over the past month; the area is still in a drought situation. Much of the precipitation that we are seeing this spring is unable to be stored and is going over Link River Dam and down the river. Project farmers on the east side of the Basin are still facing a dry summer with limited irrigation. Water levels in reservoirs that serve this area are well below average and irrigation water deliveries stand to be severely limited to those smaller districts.

One piece of good news in the last week was a report released by the United States Geological Survey (USGS).  The report made several key findings with respect to the Project Water Bank which include; 1.) Idling lands in the Klamath Project will not generate the volume of water, at the times necessary, to meet the in-stream flow requirements of the NOAA Fisheries Biological Opinion. 2.) The assessment appears to support the conclusion of the National Academy of Sciences from 2002 that expresses that the Klamath Project should not be held responsible for providing all the water to solve the needs of fish in the Klamath River watershed and, 3.) Carryover storage must be an essential element of a long-term solution to meeting the Klamath’s competing water demands.

The USGS review was limited to technical aspects of the water bank in relation to Hydrology. However the report goes a long way to dispelling some of the common myths and ignorant statements made about land idling and whether or not there is a need for increased storage.

POWER-

The Oregon Public Utilities Commission (PUC) met last week to hear oral arguments in PacifiCorp’s Klamath Basin rate case.

Under the current contract with the Bureau of Reclamation, PacifiCorp has the right to produce power in the Klamath River and receives the benefit of the stored water from the Klamath Project. In return, the Project and irrigators in the Basin were given a low cost power rate. The current contract expires next April and KWUA is working hard to insure that rates do not make the predicted 1200% jump, which would be devastating to basin irrigators.

Environmental groups and tribes have joined the fray and are supporting PacifiCorp’s proposed increases under the misguided notion that higher rates will result in more water flowing down the River.

For its part, the Commission seems concerned, and rightfully so, over what process it should use to set rates for Basin irrigators. The Commissioners seemed particularly nervous about what might result from ordering PacifiCorp to collect a rate different from the one set by the Federal Energy Regulatory Commission (FERC) as a condition of the original power development project. If the Commission sets a rate different from the current contract rate, it would create a violation of the contract and could ultimately lead to a loss of benefits for all PacifiCorp customers.

There are many other issues that could be mentioned, but for now I hope this gives you a sense of what is happening in the Klamath Basin.

Buffett Buys PacifiCorp

This article from the Wall St. Journal is probably the most informative regarding the recent sale of PacifiCorp. - GA

By KAREN RICHARDSON and REBECCA SMITH 
Staff Reporters of THE WALL STREET JOURNAL
May 24, 2005 3:14 p.m.

(Edited)
Berkshire Hathaway Inc.'s MidAmerican Energy Holdings Co. agreed to buy U.S. electric utility PacifiCorp from British Scottish Power PLC for $5.1 billion in cash, plus debt assumption of $4.3 billion.

The deal, which marks Berkshire's biggest acquisition since 1998, will create an energy holding company serving three million electric and natural-gas customers in 10 states and 6.6 million customers world-wide.

The transaction also signals the return of Warren Buffett, Berkshire's chairman, to the acquisition trail after several years of lamenting the lack of big buying opportunities.

But the deal faces one large hurdle -- how to get around a 1935 federal law that places many restrictions on utility mergers. It is possible that Berkshire, which owns an 80% interest in MidAmerican, would have to reduce its stake or spin off the unit entirely.

Another possibility is that Mr. Buffett intends the deal to put pressure on Congress to repeal the Public Utility Holding Company Act, as the Senate is considering this week. The House previously voted to repeal the merger-restricting act as part of an omnibus energy bill.

Mr. Buffett has previously said he would invest up to $10 billion in the utility industry if the act were repealed.

"We are seeing a lot" of investment opportunities, Mr. Buffett said in a phone interview from London. "We like large deals and we like things we can understand," he added. Berkshire has more than $40 billion in cash, mostly generated from Berkshire's insurance businesses, that Mr. Buffett wants to use to buy companies and make big investments.

Berkshire's share price, which has been languishing for months due to various regulatory investigations into its General Re reinsurance unit and the company's mounting cash pile, climbed $1,510 to $85,000 on Tuesday on the New York Stock Exchange. Scottish Power's shares gained 5.7%, or $1.84, to $34.20 on the Nasdaq Stock Market.

A 'Good Fit'

MidAmerican said it will purchase all outstanding shares of PacifiCorp common stock for approximately $5.1 billion in cash plus approximately $4.3 billion in net debt and preferred stock, which will remain at PacifiCorp.

"MidAmerican is a good strategic fit for PacifiCorp," Scottish Power Chief Executive Ian Russell said in a statement. "We strongly believe that this transaction is in the best interests of PacifiCorp's customers and employees." PacifiCorp will require about $1 billion a year in capital investment for five years.

PacifiCorp was formed in 1984 and provides service to customers in California, Idaho, Oregon, Utah, Washington and Wyoming. In 1989, it merged with Utah Power & Light, and continued doing business as Pacific Power and Utah Power. In 1999, PacifiCorp merged with Scottish Power. 

PacifiCorp operates as Pacific Power in Oregon, Washington, Wyoming and California; and as Utah Power in Utah and Idaho.

The transaction has been approved by the boards of both companies, but is subject to the approval of Scottish Power shareholders and state and federal regulatory agencies. If approved, it would create a company with assets totaling more than $32 billion internationally, of which $25.3 billion are in the U.S., MidAmerican said. The transaction is expected to be completed in 2006.

Following the acquisition, MidAmerican will have $10 billion in annual revenue, of which $8.5 billion will be from the U.S. It will own, operate and have under construction or in advanced development more than 16,000 megawatts of electric generation in the U.S.

Mr. Buffet said in a statement that Berkshire will look to acquire energy assets around the world, and that "there is no limit to the money we have to spend." The acquisition of PacifiCorp fits this strategy "to a T," he added.

"The energy sector has long interested us, and this is the right fit," he said. "We are excited to be making this long-term investment, through MidAmerican, in the premier energy company in the West."

David Sokol, chairman and CEO of MidAmerican, which is based in Des Moines, Iowa, said the acquisition would expand the utility's presence in the western U.S. PacifiCorp operates in six states: California, Idaho, Oregon, Utah, Washington and Wyoming. MidAmerican is Iowa's biggest power utility and operates in four states.

Mr. Russell said PacifiCorp has struggled amid poor weather conditions, which hurt hydro-electric 

generation, and market conditions that were less liberalized than the company had originally anticipated. He said the scale of investment that would have been required to generate adequate returns made it more attractive to sell the unit and return $4.5 billion to shareholders.

No job cuts are expected as a result of the sale. PacifiCorp will operate under its current name and structure and will continue to be headquartered in Portland.

A New Direction

For Scottish Power, the disposal of PacifiCorp marks a change in focus to its United Kingdom divisions and a fast-growing wind-power and natural-gas-storage business owned by U.S. unit PPM Energy.

Analysts said the sale of PacifiCorp will raise speculation about a tie-up between Scottish Power and Scottish & Southern Energy, which has appeared to steer clear of any deal with its U.K. peer, partly due to concerns about Scottish Power's U.S. operations. Any such tie-up would raise monopoly concerns in Scotland, so approval by regulators could be an obstacle. Scottish & Southern Energy declined to comment Tuesday.

New Rule on Endangered Species in the Southwest

By FELICITY BARRINGER 

Published: May 24, 2005

(Edited)

WASHINGTON, May 23 - The southwestern regional director of the United States Fish and Wildlife Service has instructed members of his staff to limit their use of the latest scientific studies on the genetics of endangered plants and animals when deciding how best to preserve and recover them.

At issue is what happens once a fish, animal, plant or bird is included on the federal endangered species list as being in danger of extinction and needing protection.

Dale Hall, the director of the southwestern region, in a memorandum dated Jan. 27, said that all decisions about how to return a species to robust viability must use only the genetic science in place at the time it was put on the endangered species list - in some cases the 1970's or earlier - even if there have been scientific advances in understanding the genetic makeup of a species and its subgroups in the ensuing years.

His instructions can spare states in his region the expense of extensive recovery efforts. Arizona officials responsible for the recovery of Apache trout, for example, argue that the money - $2 million to $3 million in the past five years - spent on ensuring the survival of each genetic subgroup of the trout was misdirected, since the species as a whole was on its way to recovery.

In his memorandum, Mr. Hall built upon a federal court ruling involving Oregon Coast coho salmon. The judge in that case said that because there was no basic genetic distinction between hatchery fish and their wild cousins, both had to be counted when making a determination that the fish was endangered.

In the policy discussion attached to his memorandum, Mr. Hall wrote, "genetic differences must be addressed" when a species is declared endangered. Thereafter, he said, "there can be no further subdivision of the entity because of genetics or any other factor" unless the government goes through the time-consuming process of listing the subspecies as a separate endangered species.

The regional office, in Albuquerque, covers Arizona, Oklahoma, New Mexico and Texas.

Mr. Hall's memorandum prompted dissent within the agency. Six weeks later, his counterpart at the mountain-prairie regional office, in Denver, sent a sharp rebuttal to Mr. Hall.

"Knowing if populations are genetically isolated or where gene flow is restricted can assist us in identifying recovery units that will ensure that a species will persist over time," the regional director, Ralph O. Morgenweck, wrote. "It can also ensure that unique adaptations that may be essential for future survival continue to be maintained in the species."

Mr. Hall's policy, he wrote, "could run counter to the purpose of the Endangered Species Act" and "may contradict our direction to use the best available science in endangered species decisions in some cases."

One retired biologist for the southwestern office, Sally Stefferud, suggested in a telephone interview that the issue went beyond the question of whether to consider modern genetics.

"That's a major issue, of course," Ms. Stefferud said. "But I think there's more behind it. It's a move to make it easier" to take away a species's endangered status, she said. That would make it easier for officials to approve actions - like construction, logging or commercial fishing - that could reduce a species's number.

The memorandums were provided by the Center for Biological Diversity and Public Employees for Environmental Responsibility, two groups that opposed Mr. Hall's policy. They said that species whose recovery could be impeded by the policy included the Gila trout and the Apache trout.

Mr. Hall's ruling fits squarely into the theory advanced by the Pacific Legal Foundation, a property-rights group in California, that endangered species be considered as one genetic unit for purposes of being put on the endangered species list and in subsequent management plans.

In an e-mail message on Monday, Russ Brooks, the lawyer who worked on the Oregon case for the foundation, wrote, "Having read the memo, I can say that I agree with it."

Bruce Taubert, the assistant director for wildlife management at the Arizona Game and Fish Department, said of the new policy, "We support it," adding, in the case of the endangered Apache trout, "Why should we spend an incredible amount of time and money to do something with that species if it doesn't add to the viability and longevity of the species that was listed?"

"By not having to worry about small genetic pools, we can do these things faster and better," Mr. Taubert said.

But Philip Hedrick, a professor of population genetics at Arizona State University, said that it made no sense to ignore scientific advances in his field. "Genetics and evolutionary thinking have to be incorporated if we're going to talk about long-term sustainability of these species," he said. 

"Maybe in the short term you can have a few animals closely related and inbred out there, but for them to survive in any long-term sense you have to think about this long-term picture that conservation biologists have come up with over the last 25 years."

Professor Hedrick added that cutting off new genetic findings that fell short of providing evidence that a separate species had evolved was "completely inappropriate, because as everyone knows, we're able to know a lot more than we did five years ago." 

He added, "They talk about using the best science, but that's clearly not what they're trying to do here."

In a telephone interview from the Albuquerque fish and wildlife office, Larry Bell, a spokesman, said that Mr. Hall's interpretation meant that "the only thing that we have to consider in recovery is: does the species exist?"

Asked about why an Oregon ruling would have an impact on policies in the southwest, he said: "My belief is that because it's the only court decision that addresses the issue of genetics. While we're not within this region bound by the Oregon decision 

per se, it would provide guidance."

Quote of the Week

“Never lose sight of the fact that the most important yardstick of your success will be how you treat other people – your family, friends, and co-workers, and even strangers you meet along the way.” 

· Barbara Bush

KWUA Calendar of Activities:

Power Committee Meeting

June 6, 2005, 7:00pm

Klamath County Farm Bureau

June 6, 2005, 7:30pm

KWUA Board Meeting

June 8, 2005, 6:00pm

KID Board Meeting

June 9, 2005, 5:00pm

TID Board Meeting

June 13, 2005, 8:00pm

KDD Board Meeting

June 16, 2005, 1:30pm
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