Via Electronic Mail
and U.S. Mail

July 23, 2020

Dear KHSA Signatories:

For over a decade, we have worked in close partnership with Tribes, the States of California and Oregon,
the federal government, irrigators, and a number of other stakeholders in the Klamath Basin to craft a
solution to long-standing and complex natural resource challenges. In 2008, this diverse group of
stakeholders — all having different priorities and interests in the Klamath Basin — came together in
releasing the draft Klamath Basin Restoration Agreement (KBRA) that called for removal of PacifiCorp’s
Klamath hydroelectric facilities, expansive restoration activities, and a solution for a seemingly intractable
conflict over water allocation. We subsequently worked as a part of this group in initiating the original
Agreement in Principle (AIP) to outline a potential path forward to achieve dam removal via a separate
settlement. We are proud to have been part of that original group and have remained demonstrably
resolute in our commitment to a carefully balanced settlement that provides a pathway for dam removal,
while providing cost certainty and liability protection to our customers.

In 2010, we were one of over 40 entities that came together to formally execute the Klamath Hydroelectric
Settlement Agreement (KHSA). The KHSA, and the interrelated KBRA, established a historic framework
for potential dam removal, funding of river restoration and habitat improvement actions, and increased
water and regulatory certainty for Basin farmers, among other benefits. The KHSA embodied our
longstanding bedrock principles that have guided PacifiCorp’s participation since the initial 2008 AIP — cost
certainty, liability protection, dam removal by a third party, and continued generation for the benefit of
all of our customers until dam removal was ready to start. PacifiCorp demonstrated to state utility
commissions that the KHSA, and the Oregon and California customer funding trust accounts, presented a
net benefit and the agreement was determined to be in our customers’ interest because of our consistent
promise and commitment to our customers and regulators that these core protections would be honored
and delivered.

Due to the complexities and the novel solutions envisioned in these agreements, the KHSA and KBRA
required Congressional approval. PacifiCorp, together with our settlement partners, worked tirelessly
over several Congressional sessions in an attempt to achieve the required federal legislation.

In the aftermath of the unsuccessful Congressional effort, the KBRA expired in December 2015 — an event
that was a potential termination event under the terms of the KHSA. PacifiCorp chose to resume efforts
at that critical juncture to explore an amended settlement pathway, rather than return directly to a
contentious Federal Energy Regulatory Commission (FERC) relicensing process. PacifiCorp immediately
entered into a renewed settlement negotiation under section 8.11 of the KHSA with many of our
settlement partners, and together crafted another novel framework as part of the 2016 amendments to
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the KHSA. These amendments provided for an independent dam removal entity to assume PacifiCorp’s
federal license and then remove the dams — preserving the customer protections upon which KHSA
implementation was always predicated.

The Klamath River Renewal Corporation (Renewal Corporation) was formed to be the successor licensee
and dam removal entity under the amended KHSA. The Renewal Corporation would have access to the
$450 million available under the settlement (including $200 million collected from PacifiCorp’s Oregon
and California customers). In exchange, the Renewal Corporation would assume sole responsibility and
liability for accepting the operating license for the facilities and then pursuing dam removal.

By its terms, the central feature of the amended KHSA requires a license transfer of the Lower Klamath
Project (i.e., J.C. Boyle, Copco No. 1, Copco No. 2, and Iron Gate) to the Renewal Corporation, such that
the Renewable Corporation would become the sole licensee for the Lower Klamath Project. The amended
KHSA required the Renewal Corporation to demonstrate to FERC that it is capable of delivering dam
removal as the sole licensee within available funding, including the requirement that the Renewal
Corporation contract with a liability transfer company to provide added financial assurance and risk
management capacity, among other things.

Thus, in September 2016, PacifiCorp and the Renewal Corporation jointly applied to FERC to transfer the
Lower Klamath Project license from PacifiCorp to the Renewal Corporation. Since that time, the Renewal
Corporation — working closely with other KHSA parties and its consulting team — has worked
extraordinarily hard to address FERC’s questions regarding the Renewal Corporation’s fitness to hold the
project license and serve as the dam removal entity, the costs of the dam removal proposal, and the risks
and liabilities associated with what would be the largest dam removal project in U.S. history. We
commend our settlement partners for their contributions to this work.

On July 16, 2020, FERC ruled on the license transfer application. Although recognizing the unique
structure of the amended KHSA, FERC did not approve the concept of transferring hydropower license
responsibilities and liabilities solely to a third party. Thus, FERC rejected the Renewal Corporation’s ability
to become the sole licensee for removal of the Lower Klamath Project and did not approve the required
license transfer as proposed by PacifiCorp and the Renewal Corporation under the KHSA. Instead, FERC
approved a “partial” license transfer, which conditionally allows the Renewal Corporation to become a
co-licensee of the Lower Klamath Project and requires PacifiCorp to remain a co-licensee and fully liable
for the costs and liabilities associated with dam removal.!

FERC’s rejection of the license transfer structure as a matter of policy, and its proposed co-licensee
scenario, cannot be reconciled with the carefully negotiated and foundational condition embodied in all
the Lower Klamath Project removal solutions since the 2008 AlP.

As in 2016, we remain committed to working with our settlement partners to navigate these changed
circumstances. Fortunately, the KHSA parties have already established the agreed-upon mechanism —
KHSA section 8.11 — for addressing developments and setbacks impacting core settlement terms. From
PacifiCorp’s perspective, section 8.11 does not establish an unavoidable path to settlement termination.
Instead, it represents the agreed-to framework for settlement partners to do what we have done for the

! pacifiCorp, 172 FERC 9 61,062 (2020).
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past dozen years: work together to address key developments and other implementation setbacks via an
amendment to the settlement in a timely manner.

Now more than ever, it is time for the settlement parties to work together on potential solutions that will
deliver the necessary benefits and bargains that have been included in the KHSA for over ten years. The
settlement coalition has a proven track record of overcoming setbacks like the one we are facing.
PacifiCorp reaffirms its commitment to achieving the balanced outcome we have negotiated in good faith
with our settlement partners, our customers, our regulators, and other Klamath Basin stakeholders. We
are confident that we can continue to work together to craft an amendment to the agreement that will
allow this important settlement to move forward.

In the spirit of continued commitment to the terms of our settlement, this letter provides formal Notice
of the occurrence of an event specified in amended KHSA section 8.11.1 and triggers the cure mechanisms
in section 8.11.3.

We are eager to begin this process as soon as possible, and we look forward to continuing our important
work together over the next six months as provided in KHSA section 8.11.3.

Sincerely,

Ryan L. Flynn
Chief Legal Officer
PacifiCorp



APPENDIX K
List of Authorized Representatives

For PacifiCorp:

Sarah E. Kamman

Vice President & General Counsel
PacifiCorp d/b/a Pacific Power

825 NE Multnomah Street, Suite 2000
Portland, Oregon 97232

Tel: 503-813-5865
sarah.kamman@pacificorp.com

For United States Department of the Interior:

Sally Jewell

Secretary of the Interior
Department of the Interior
1849 C Street, NW
Washington, DC 20240

For United States Department of Commerce’s National Marine Fisheries Service:

William W. Stelle, Jr.

Regional Administrator

NOAA Fisheries West Coast Region

U.S. Department of Commerce

7600 Sand Point Way NE, Seattle, WA 98115
Tel: 206-526-6150

Will.Stelle@noaa.gov

For Oregon Department of Environmental Quality:

Chris Stine

Oregon Department of Environmental Quality
165 E. 7™ Avenue, Suite 100

Eugene, OR 97401

Tel: 541-686-7810

chris.stine@state.or.us
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For Oregon Department of Fish and Wildlife:

Ken Homolka

Oregon Department of Fish and Wildlife
4034 Fairview Industrial Drive SE
Salem, Or. 97302

Tel: 503-947-6090
Ken.Homolka@state.or.us

For Oregon Water Resources Department:

Dwight French

Oregon Water Resources Department
725 Summer St NE, Suite A

Salem, OR 97301

Tel: 503-986-0819
Dwight.W.French@wrd.state.or.us

For California Department of Fish and Wildlife:

Chuck Bonham

Director

CA Department of Fish & Game
1416 Ninth Street

Sacramento, CA 95814
Director@dfg.ca.gov

For California Natural Resources Agency:

Tom Gibson

Deputy Secretary and General Counsel
Natural Resources Agency

1416 Ninth Street, Ste. 1311
Sacramento, CA 95814

Tel: 916-653-0569
Thomas.gibson@resources.ca.gov

For Karuk Tribe:

Russell Attebery
Chairman

Karuk Tribe

PO Box 1016

Happy Camp, CA 96039
Tel: 530-493-1600
jsaxon@karuk.us

K-2



For Klamath Tribes:

Chairman

The Klamath Tribes
Box 436

501 Chiloquin Blvd.
Chiloquin, OR 97624
Tel: 541-783-2219

For Yurok Tribe:

Chairman

Yurok Tribe

190 Klamath Boulevard
Klamath, CA 95548
Tel: 707-482-1374

For Humboldt County, California:

Mark Lovelace

Humboldt County Board of Supervisors
825 5th Street, Room 111

Eureka, CA 95501
Mark.Lovelace@co.humboldt.ca.us

For Trout Unlimited:

Chris Wood

CEO

1808B 5th Street
Berkeley, CA 94710
Tel: 510-528-4164

For California Trout:

Curtis Knight
Executive Director
California Trout

701 S. Mt. Shasta Blvd.
Mt. Shasta, CA 96067
Tel: 530-926-3755
cknight@caltrout.org
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For American Rivers:

Steve Rothert

Director, California Regional Office
American Rivers

120 Union St.

Nevada City, CA 95959

Tel: 530-478-0206

Fax: 530-478-5849
srothert@amrivers.org

For Pacific Coast Federation of Fishermen’s Associations:

Glen H. Spain

Northwest Regional Director

Pacific Coast Federation of Fishermen’s Associations
P.O. Box 11170

Eugene, OR 97740-3370

Tel: 541-689-2000

Email: fishlifr@aol.com

For Northern California Council, Federation of Fly Fishers:

Lowell Ashbaugh

Vice President, Conservation
677 Equador Place

Davis, CA 95616

(530) 758-6722
ashbaugh.lowell@gmail.com

Salmon River Restoration Council:

Petey Brucker

Salmon River Restoration Council

Salmon River Watershed Center, PO Box 1089,
Sawyers Bar, CA 96027

530-462-4665

peteybrucker@gmail.com
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For Institute for Fisheries Resources:

Glen H. Spain

Northwest Regional Director
Institute for Fisheries Resources
P.O. Box 11170

Eugene, OR 97740-3370

Tel: 541-689-2000

Email: fishlifr@aol.com

For Sustainable Northwest

Mike Gerel

Director of Programs/Water Program Director
812 SW Washington, Suite 700

Portland, OR 97205

503-221-6911 ext. 106
mgerel@sustainablenorthwest.org

For Upper Klamath Water Users Association:

Matthew Walter, President

Upper Klamath Water Users Association
18150 Sprague River Road

Chiloquin, OR 97624

541-281-6827

webew3@aol.com

For Tulelake Irrigation District:

Brad Kirby, Manager
P.O. Box 699
Tulelake, CA 96134
Tel: 530-667-2249
tid@cot.net

For Klamath Irrigation District:

Brent Cheyne, President
6640 K.1.D. Lane
Klamath Falls, OR 97603
Tel: 541-882-6661
kid@cvcwireless.net
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For Klamath Drainage District:

Mary Cheyne, Secretary

270H Main Street/P.O. Box 1090
Klamath Falls, OR 97601

Tel: 541-884-1739
Kdd280@yahoo.com

For Klamath Basin Improvement District:

Cindy Cherry, Secretary
6640 K.I.D. Lane
Klamath Falls, OR 97603
Tel: 541-882-6661
kid@cvcwireless.net

For Ady District Improvement Company:

Jason Flowers

P.O. Box 224

Midland, OR 97634

Tel: 541-883-2069
Jayrat24@msn.com
Sodman77@hotmail.com

For Enterprise Irrigation District:

Shane McDonald, Manager
3939 South 6" Street, #325
Klamath Falls, OR 97603
Tel: 541-884-4986
eidistrict@clearwire.net

For Malin Irrigation District:

Luke Robinson

P.O. Box 355

Malin, OR 97632

Tel: 541-723-2049
shastaviewirrigation@hotmail.com
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For Midland District Improvement Company:

Joe Frost, Manager
P.O. Box 64
Midland, OR 97634
Tel: 541-332-3294
dccar@earthlink.net

For Pioneer District Improvement Company:

Lynette Ward

11821 Hwy 66

Klamath Falls, OR 97601-9082
Tel: 541-882-2993
pdic-1916@yahoo.com

For Shasta View Irrigation District:

Luke Robinson, Manager
Shasta View Irrigation District
P.O. Box 46

Malin, OR 97632

Tel: 541-723-4951
chagerty@centurytel.net
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For Sunnyside Irrigation District:

Dean Hill, Secretary
P.O. Box 544
Merrill, OR 97633
Tel: 541-798-5511

For Don Johnston & Son:

Donald Scott Johnston
13619 Hwy 66

Klamath Falls, OR 97601
Tel: 541-884-8937

For Bradley S. Luscombe:

Brad Luscombe

16622 Lower Klamath Lake Road
Tulelake, CA 96134

Tel: 530-667-3237

For Randolph Walthall and Jane Walthall as trustees under declaration of trustdated
November 28, 1995:

Darrel E. Pierce

P.O. Box 534
Placerville, CA 95667
(530) 622-3142
icpc@d-web.com

For Inter-County Properties Co., which acquired title as Inter-County Title Co.:

Darrel E. Pierce

P.O. Box 534
Placerville, CA 95667
(530) 622-3142
icpc@d-web.com

For Reames Golf and Country Club:

Laine Wortman, General Manager
4201 Highway 97 South

Klamath Falls, OR 97603

Tel: 541-884-7205
Laine.golf@yahoo.com
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For Winema Hunting Lodge, Inc.:

R. David Bolls, Il

43445 Business Park Drive, Suite 103
Temecula, CA 92590

Tel: 951-699-6991 ext. 450
dbolls@outdoorchannel.com

For Van Brimmer Ditch Company:

Gary Orem, Manager

620 Main Street

Klamath Falls, OR 97601

Tel: 541-882-6331
kayheath@parksandratliff.com

For Collins Products, LLC:

Steve Metz

P.O. Box 16

Klamath Falls, OR 97601
Tel: 541-885-4850
jschad@collinsco.com

For Plevna District Improvement Company:

Steve Metz

P.O. Box 16

Klamath Falls, OR 97601
Tel: 541-885-4850
jschad@collinsco.com

For Klamath Water Users Association:

Brad Kirby, President

2455 Patterson Street, Suite 3
Klamath Falls, OR 97603
Tel: 541-883-6100
scot@kwua.org
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For Klamath Water and Power Agency:

Hollie Cannon, Executive Director
2455 Patterson Street, Suite 3
Klamath Falls, OR 97603

Tel: 541-850-2503
hcannon541@charter.net

Westside Improvement District #4:

Steve Kandra, President

c/o Tulelake Irrigation District
P.O. Box 699

Tulelake, CA 96134

Tel: 541-798-5640
snkandra@fireserve.net
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