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Q:  PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

A: My name is James V. McCarthy; my business address is Oregon Natural 

Resources Council, P.O. Box 151, Ashland, Oregon, 97520. 

 

Q:   WHAT IS YOUR OCCUPATION AND BY WHOM ARE YOU 

EMPLOYED? 

A: I have been employed as a salaried employee by Oregon Natural Resources 

Council (ONRC) as a Policy Analyst since 2002.  In addition, over the same 

period I have worked as a self-employed public policy and communications 

consultant, employed by a variety of conservation organization clients such as 

Defenders of Wildlife, Earthjustice, the Klamath Basin Coalition, and The Larch 

Company. 

 

Q:  WOULD YOU PLEASE STATE YOUR EDUCATION BACKGROUND 

AND PROFESSIONAL EXPERIENCE? 

A:  I received a Bachelor of Arts degree from Princeton University in 1996.  Since 

2001, I have researched and written on various issues relating to the environment, 

economy, and public policy in the Klamath River Basin for published reports and 

articles, in addition to speaking at various public forums on these subjects.  I have 

also resided in or within less than an hour’s drive of the Klamath Basin since 

2001.  My professional contacts and personal experiences range throughout the 

breadth of interest groups and communities involved in the current resource 

debate the Klamath Basin, from irrigator homesteaders in the Klamath Project to 

salmon trollers in Newport, Oregon.  Before coming to the Klamath Basin, I 

worked as a teacher, writer, and editor in California.  

 

Q:  ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

A:  I am testifying on behalf of ONRC, a non-profit conservation group with 

approximately 6,500 members in Oregon, on behalf of WaterWatch of Oregon 

(WaterWatch), a non-profit water policy watchdog group, and on behalf of the 

Pacific Coast Federation of Fishermen’s Associations (PCFFA), a non-profit 
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coastwide trade association for the commercial fishing industry.  All three 

organizations and many of their members have been working for many years on 

Klamath Basin restoration and water policy issues. PCFFA’s members in 

particular have been dramatically affected by lack of biologically suitable flows in 

the Klamath River below Iron Gate Dam, which in turn have caused widespread 

salmon mortality among both juvenile and adult migrating salmon. The resulting 

serious depletion of Klamath salmon stocks has significantly disrupted Pacific 

coastal salmon fisheries and had devastating impacts on the livelihoods of 

PCFFA’s many commercial fishermen members.  Continued degradation of the 

Klamath Basin’s natural resources associated with wasteful water use by 

irrigation in the Upper Klamath Basin has also had significant impacts on the 

members and staff of ONRC and WaterWatch who hunt, hike, fish, boat, view 

wildlife, and recreate on a regular basis within the Klamath Basin. Collectively 

these organizations will be referred to as “ONRC et al.” when referred to in this 

testimony.  

 

Q:  WHAT SUBJECTS DO YOU INTEND TO ADDRESS IN THIS 

TESTIMONY? 

A:  I have been asked to review PacifiCorp’s proposal to move Klamath Basin 

irrigators from their present highly subsidized electrical power rates under their 

current special contracts – rates which have only decreased since 1917 – to the 

standard Agricultural Pumping Service Tariff, Schedule 41 (the “standard tariff”), 

which is the rate paid by every other similar Oregon agricultural operation 

obtaining its power from PacifiCorp.   

In particular I have been asked to describe the differences between what 

Klamath irrigators pay under their current special contract rates with what every 

other non-Klamath Oregon irrigator typically pays under PacifiCorp’s Schedule 

41.  This is relevant to whether the current, highly-subsidized and below cost 

power rates currently enjoyed by the Klamath Basin irrigators are “just and 

reasonable,” and if not, then what a “just and reasonable” power rate would be. 
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Q:  DO YOU HAVE ANY SPECIAL EXPERTISE IN THE AREA OF 

KLAMATH IRRIGATION POWER RATES, AND IF SO, WHAT IS THAT 

SPECIAL EXPERTISE? 

A: Over the course of my work in Klamath Basin conservation and public policy, I 

have done considerable research on the current Klamath Basin below-cost power 

rates, including writing a major report on these rates titled “Ratepayer Rip-Off: 

Electric Power Subsidies in the Klamath Irrigation Project” as a consultant for 

ONRC and The Larch Company. This report was published by ONRC in 2002 

and has since been used as a reference by the media, policy makers, other 

researchers, and the public. 

 

Q:  ARE YOU SPONSORING ANY EXHIBIT IN CONNECTION WITH 

YOUR TESTIMONY? 

A: Yes.  I am sponsoring Exhibits ONRC et al./### and ONRC et al./###.al. Exhibits 

101 through 106, inclusive.  These exhibits were prepared either by me or under 

my supervision and direction. A copy of each Exhibit is attached to this 

testimony. 

 

Q: WOULD YOU PLEASE SUMMARIZE YOUR FINDINGS AND 

CONCLUSIONS? 

A: The main points of my testimony can be summarized as follows: 

1. The rates paid by the Klamath irrigators under their current special 
contracts are roughly an order of magnitude below the power rates 
routinely paid by every other non-Klamath irrigator or agricultural 
producer customer of PacifiCorp in Oregon. 

 
2. PacifiCorp provides the subsidized power rates under the current contracts 

at a substantial loss. Other PacifiCorp customers must pay PacifiCorp’s 
costs of providing this subsidized power. 

 
3. Highly subsidized power rates allow Klamath agricultural producers to 

compete unfairly against non-subsidized producers throughout the rest of 
Oregon. 

 
4. There is evidence that the Klamath agricultural economy is not dependent 

on their current power rates and there is reasonable basis to expect that the 
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Klamath Basin will have time to adapt to having to pay the same electrical 
rates as every other PacifiCorp-served farming area in Oregon. 

 

5. There is evidence that agricultural irrigation diversions in the Klamath 
Basin affect imperiled fish species and moving Klamath irrigators to 
standard tariffs could reduce irrigation diversions and increase efficient 
irrigation water use. 

 
I will take each of these points sequentially below.  For simplicity, throughout my 

testimony I have expressed power rate prices in cents rather than in “mills” (i.e., 1/10th 

cents). 

 
 

COMPARISON OF STANDARD AGRICULTURAL RATES TARIFF 
TO CURRENT SUBSIDIZED KLAMATH TARIFFS 

 
 

Q:   WHEN WAS THE LAST TIME THE FARMERS WITHIN THE 

KLAMATH IRRIGATION PROJECT HAD A POWER RATE 

INCREASE? 

A:  The farmers of the Klamath Irrigation Project (KIP) have not had a power rate 

increase since 1917, i.e., not for 89 years.  The electric power costs for irrigators 

in the KIP and surrounding Upper Klamath River Basin—for moving water 

through canals, bringing well water to the surface, pressurizing sprinkler systems, 

and draining flooded fields—represent a small fraction of the power costs their 

fellow farmers elsewhere in Oregon must pay to raise the same types of crops for 

the same markets. This subsidy is perhaps the largest of its kind in the United 

States, but benefits fewer than 2,600 irrigators.  It also benefits an unknown but 

substantial number of off-Project customers, some of whom are not engaged in 

commercial farming in any sense of the word, including at least one exclusive and 

expensive country club and golf course (Reames Golf and Country Club of 

Klamath Falls, Oregon). 

 

Q:  WHAT DOES THIS KLAMATH POWER SUBSIDY CONSIST OF, AND 

HOW IS IT STRUCTURED? 
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A:  This unique subsidy was made possible through a longstanding contractual 

arrangement between PacifiCorp and the U.S. Bureau of Reclamation (USBR).  In 

1917, a predecessor of PacifiCorp (Copco, the California and Oregon Power 

Company)1 and the USBR entered into a fifty-year contract concerning the 

construction and operation of the Link River Dam (LRD) at the outlet of Upper 

Klamath Lake near Klamath Falls, Oregon.2  Before the first fifteen years of the 

contract passed, the USBR and the KIP irrigators had used the leverage of the 

contract and the power of the federal government to extract further allowances 

from the utility; namely free powerline extensions for all users, regardless of size, 

and an exemption from standard “delivery” or “minimum” fees. Thus, by 1931, 

the Klamath Basin irrigators’ special subsidy plan had evolved into a three-part 

form as follows: 

(1) rock-bottom electrical rates; 

(2) exemption from standard pump fees;3 and 

(3) free powerline extensions. 

Copco and the USBR renewed the Link River contract in 1956,4 thereby insuring 

PacifiCorp customers would continue to pay for these three guarantees to this day.  

Oddly, the power rates agreed to in the 1956 contact were actually reduced for 

Klamath Irrigation Project (KIP) irrigators compared to the 1917 contract rates, as 

set forth in Table I below, which depicts the subsidized power rates by irrigation 

class. 

Table I 
Electrical Subsidy Comparison 

1917 versus 1956 Contracts 
 

Subsidy 
 

1917 Contract 1956 Contract 
(Current) 

Klamath Irrigation Project 
(KIP) Energy Charge 
(except Tule Lake) 

0.7¢/kWh 0.6¢/kWh 

                                                 
1 Over the decades, Copco became Pacific Power and Light, then Pacific Power, then PacifiCorp, now a 
subsidiary of Scottish Power. 
2 Contract I1r-406, USBR files. 
3 Standard pump fees have evolved considerably since 1931, and now have various layers and names in 
California and Oregon rate schedules. For clarity, these fees are referred to as “standard” fees, or by their 
place in the billing cycle, as “monthly and annual” fees. 
4 Contract No. 14-06-200-5075, USBR files. 
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Tulelake Irrigation 
District Energy Charge 
 

0.5¢/kWh (11:01 p.m. to 5:59 p.m.) 
0.7¢/kWh (6 p.m. to 11 p.m.) 

0.3¢/kWh off-peak (8 p.m. 
to 8 a.m. weekdays, all 
day weekends and 
holidays) 
0.5¢/kWh on-peak (8 a.m. 
to 8 p.m. weekdays) 

Oregon's Non-KIP Upper 
Klamath River Basin 
Energy Charge 
 

Not included under contract 0.7¢/kWh 

Exemption from Standard 
Pump Fees 

Only on pumps 100 hp and above 
 

All pumps 

Free Powerline Extensions 
(KIP only) 

Only on pumps 100 hp and above All pumps 
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Q:  CAN YOU EXPLAIN MORE ABOUT THE THREE-PART SUBSIDY 

RECEIVED BY THE KLAMATH IRRIGATORS, INCLUDING WHO 

GETS WHAT? 

A:  These three types of subsidies also vary depending on whether the customer is on 

the Klamath Irrigation Project (KIP) or off-Project.  A related 1956 agreement 

created a new irrigation subsidy zone in Oregon, known as the “Upper Klamath 

River Basin” (UKRB), essentially the southern three-quarters of Klamath County 

outside the Klamath Irrigation Project (KIP), where non-KIP irrigators receive the 

low electrical rates and an exemption from standard pumping fees, but do not 

enjoy free powerline extensions. The UKRB subsidy zone is exclusive to Oregon.  

At the time of the contract renewal, California Public Utility Commission rejected 

a similar proposal for non-KIP irrigators on the California side of the Upper 

Klamath River Basin. 

  In more detail, the three parts of this subsidy are as follows: 

Part 1: Extremely Low Electrical Rates:  The special power rates—

originally between 0.5¢ and 0.7¢ per kilowatt-hour (kWh)—are the long-term 

subsidy that made possible expansion of irrigation onto even poor-quality and 

marginal lands in the Klamath Basin.  As seen from Table I, the 1956 contract 

provided an even lower KIP power rate schedule, between 0.3¢ and 0.6¢ per 
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kWh, than its 1917 predecessor.  Meanwhile, irrigators in Oregon’s UKRB 

received a special rate of 0.7¢ per kWh.  These rates remain in effect for the 

duration of the contracts. The current cost of this central component of the 

Klamath Basin subsidy is approximately $6.2 million annually, paid for by other 

PacifiCorp ratepayers, though the amount varies from year to year by usage. 

Part 2: Exemption from Standard Pumping Fees:  The second 

component of the subsidy allows KIP irrigators in both Oregon and California, as 

well as Oregon’s UKRB irrigators, to avoid standard pump fees.  Oregon farmers 

outside of the Klamath Basin pay monthly and annual charges, calculated by 

pump size and peak demand.  These fees are in addition to any consumption 

charges, and can range from $190 a year for a 10 horsepower (hp) pump to 

$13,000 a year for a pump of 750 hp.  A highly conservative estimate for the 

current subsidy value of the pumping fee exemption alone, for the roughly 2,600 

agricultural pumping service customers in the Klamath Basin, is $2.6 million 

annually.  

Part 3: Free Powerline Extensions:  The third component of the contract 

subsidy has provided Klamath Irrigation Project (KIP) irrigators with free 

powerline extensions since 1917.  Typically, power customers must pay the cost 

of extending power from the nearest existing pole to any new end use.  Such 

service extensions can cost tens of thousands of dollars per extension.  Through 

the Link River Dam contracts, the USBR and PacifiCorp have passed the cost of 

electrifying the pumping system of the entire Klamath Irrigation Project onto 

other PacifiCorp customers.  The estimated cost of this exclusive KIP subsidy is 

roughly $1.1 million annually.  Non-KIP irrigators within Oregon’s UKRB do not 

benefit from this aspect of the Klamath Basin subsidy. 

 

Q: WHAT WOULD PACIFICORP’S “STANDARD AGRICULTURAL 

RATE” BE FOR NON-KLAMATH IRRIGATORS UNDER SCHEDULE 41 

AND OTHER APPLICABLE SCHEDULES?   

A: PacifiCorp has calculated a cost of 7.291¢/kWh in its Motion for Summary 

Disposition (filed 3/31/05) in UE-171 (see chart on page 5 of that pleading), 
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applying a combined rate from Schedule 41 and Schedule 200, which also applies 

under many assumptions.  This includes averages for line transmission costs and 

other factors which vary from user to user and which are unknown to me from 

their materials.  

 

Q:  HOW DO THE KLAMATH CONTRACT RATES COMPARE TO THE 

PACIFICORP STANDARD AGRICULTURAL RATE? 

A: Using similar assumptions, and based on information supplied by PacifiCorp, I 

have prepared Chart 2 (which is also EXHIBIT 102), which graphically shows the 

comparison between the PacifiCorp standard agricultural tariff and what the 

current Klamath Project and off-Projects rates are under the present contract. 

  It is plain that the current Klamath Project and off-Project rates are grossly 

disproportionate by comparison to the PacifiCorp standard agricultural rate. 

 

 

COST OF KLAMATH SUBSIDIES TO PACIFICORP AND  
 OTHER CUSTOMERS 

 

Q:  WHAT IS THE GENERAL ECONOMIC IMPACT ON PACIFICORP 

CUSTOMERS OF MAINTAINING THESE THREE TYPES OF 

KLAMATH ELECTRIC POWER SUBSIDIES? 

A:   PacifiCorp provides power to the Klamath Basin irrigators who take advantage of 

these subsidies at a considerable financial loss.  Adding the total annual costs of 

these three types of losses together gives numbers for the annual ratepayer burden 

as follows:  approximately $6.2 million/year (low rates) plus $2.6 million 

(pumping fee exemption) plus $1.1 million/year (free powerline extensions) 

equals approximately $9.9 million/year in economic burden on PacifiCorp 

ratepayers from this subsidy.   

All these factors all vary slightly year-by-year, depending on the total 

Klamath customer base receiving this subsidy and total electrical use each year, 

but as costs of providing each of these services continue to increase (with 

inflation as well as increasing generation and delivery costs), this economic 
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burden has tended to increase.  I should note that not all of these costs are 

incurred in Oregon as a small number of KIP customers irrigate lands just across 

the border into California, where the standard agricultural tariff is slightly 

different.  However, since PacifiCorp supplies power to both sides of the border, 

and spreads the costs over their ratebase as a whole, this factor will be set aside at 

this point and addressed later in my testimony.   

Table II shows Klamath annual triple subsidy costs to PacifiCorp 

ratepayers over a five-year period: 
 

Table II 
Total Klamath Subsidy Recipients and Triple Subsidy Cost 1997-20015

 
Year Average Number of 

Recipients 
Total Triple Subsidy Cost 

1997 2,573 
 

$10,485,222 

1998 2,554 
 

$8,584,111 

1999 2,567 
 

$10,541,471 

2000 2,562 
 

$10,475,260 

2001 2,605 
 

$9,668,216 

Average  2,572 
 

$9,950,856 
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Roughly speaking, therefore, the economic cost to other PacifiCorp ratepayers from these 

special Klamath subsidies is approximately $10 million each year. 

 Breaking this burden down for Oregon Project and non-Project irrigators by class 

of subsidy for these same years yields Table III as follows: 

 

 

 

 

 

 

 
5 Data derived from PacifiCorp’s 1997 to 2001 FERC Form 1 documents, “Sales of Electricity by Rate 
Schedules,” p. 304. Available at http://www.ferc.gov. 

http://www.ferc.gov/
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Table III 
Oregon’s Klamath Irrigation Project and Non-KIP Power Subsidy Recipients,  

Power Consumption, and Total Triple Subsidy Cost 
1997-20016

 
Year Average 

Number of 
Recipients 

Consumption 
(kWh) 

Energy 
Charge 

Subsidy Cost 

Standard Fee 
Subsidy Cost 
(Estimate)7

Powerline 
Extension 

Subsidy Cost 
(Estimate)8

Total Triple 
Subsidy 

Cost 

1997 1,977 
 

102,326,000 $5,299,450 $1,977,000 $896,000 $8,172,450 

1998 1,968 
 

77,341,000 $3,704,488 $1,968,000 $896,000 $6,568,488 

1999 1,979 
 

107,477,000 $5,144,689 $1,979,000 $896,000 $8,019,689 

2000 1,986 
 

109,437,582 $5,232,285 $1,986,000 $896,000 $8,114,285 

2001 1,999 
 

99,699,702 $4,787,496 $1,999,000 $896,000 $7,682,496 

Ave. 1,982 
 

99,256,257 $4,833,682 $1,982,000 $896,000 $7,711,482 

 7 
8 

                                                

 

 
6 Data derived from PacifiCorp’s 1997 to 2001 FERC Form 1 documents, “Sales of Electricity by Rate 
Schedules,” p. 304. Available at http://www.ferc.gov. 
7 All other Oregon farmers pay standard annual and monthly charges, calculated by pump size and load, in 
addition to any consumption charges. These fees defray the utility’s cost of maintaining enough power in 
the grid to run all the pumps connected to the system, even if all the pumps never run concurrently. The 
utility would otherwise sell this reserve power. Fees can range from approximately $190 per year for a 10 
horsepower (hp) pump, to $1,400 per year for a 65 hp pump, to over $13,000 per year for a 750 hp pump.7 
One 80-acre field of potatoes will typically use two 40 hp pumps working in tandem, while one 65 hp 
pump is not unusual for 80 acres of alfalfa, the most common crop in the Basin. Pumps from 150 hp to 750 
hp are generally used for wells or district pumping plants. Given the range of pump power in the Klamath 
Basin, an exact calculation of this aspect of the subsidy is impossible. By using a conservative annual fee 
average of $1,000 per pump, multiplied by the roughly 2,600 agricultural pumping customers in the 
Klamath Basin, the estimated annual cost of the fee exemption reaches $2,600,000. This estimate relies on 
one highly conservative assumption: the total pump horsepower necessary to irrigate the subsidy area, a 
region containing hundreds of thousands of acres, is the equivalent of each Klamath subsidy recipient 
possessing one pump in the 60 hp range. Considering the massive scale and duration of the Klamath 
subsidy has greatly reduced the cost of developing and using pumps in the Basin over the last 85 years, this 
should be considered an absolute minimum estimate. This cost is passed onto PacifiCorp’s other ratepayers 
and shareholders. 
8 The irrigators in the KIP also receive the benefit of free powerline extensions (the construction of power 
poles, lines, transformers, etc., to serve any new pump installation), paid for by PacifiCorp’s other 
ratepayers and shareholders. Klamath Basin irrigators outside of the KIP do not receive this subsidy. 
According to company representatives, the cost for a single line extension may range from $4,000 to 
$100,000.  Using a highly conservative average of $20,000 per line extension, if each of the 1,400 
customers within the KIP received only one free line extension within the last 25 years, the annual cost of 
this subsidy for PacifiCorp ratepayers would be roughly $28 million, or $1,120,000 per year since 1977. 
The free line extension subsidy has existed in the KIP for 85 years. 
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Q: WHAT ARE THE SPECIFIC ECONOMIC BURDENS ON PACIFICORP’S 

NON-KLAMATH CUSTOMERS RELATED TO THIS SUBSIDY? 

A: Through 2005, the annual $10 million public burden of the Klamath power 

subsidy passed to ratepayers in six states, with each state paying a percentage of 

the whole. Oregon ratepayers cover the lion’s share of this cost, absorbing 

36.73% annually, while Utah ratepayers come in second at 30.57%.  California’s 

PacifiCorp customers absorb the least cost at 2.35%. Washington, Wyoming, and 

Idaho also contribute 10.97%, 15.01% and 4.37%, respectively.  I have prepared 

Chart 1 (which is also EXHIBIT 101) to illustrate each state’s portion of the 

burden.  In other words, PacifiCorp customers in each of those six states, 

including other agricultural producers, are forced to pay a little more each month 

for electrical power in order to maintain these large subsidies for only about 2,600 

irrigators in one small area.  This subsidy operates as a net economic drag – in 

effect as a hidden tax – on the productivity and economic vitality of all six states.   

 

Q: WHAT IS THE SPECIFIC ECONOMIC BURDEN ON PACIFICORP’S 

OTHER OREGON CUSTOMERS RELATED TO THIS SUBSIDY? 

A: Using the figures explained above, I have calculated that Oregon’s non-Klamath 

PacifiCorp ratepayers have paid approximately $36 million over the last decade to 

subsidize irrigation pumping in the Klamath Basin.  It is my understanding that 

for Oregon customers, this hidden tax has represented roughly 1% of their 

monthly utility bill costs.  However, in 2006, a new six-state utility cost sharing 

agreement comes into effect, and Oregon’s share of the subsidy burden will jump 

from the previous 36% burden to a 50% burden or more.  Thus, Oregon’s 

economy stands to shoulder even more of the economic drag caused by the 

Klamath power subsidy if it is continued. 

 

Q: DO HIGHLY SUBSIDIZED TARIFFS IN THE KLAMATH ALLOW 

KLAMATH AGRICULTURAL PRODUCERS TO COMPETE UNFAIRLY 

AGAINST NON-SUBSIDIZED PRODUCERS THROUGHOUT THE REST 

OF OREGON? 
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A: Yes. Because of this power subsidy, irrigators in the Klamath Basin often enjoy 

an $75 to $300 per acre crop cost advantage over their producer neighbors in 

adjacent valleys, allowing Klamath irrigators to compete unfairly against similarly 

situated producers throughout Oregon. At the same time, many other producers in 

Oregon must pay more in their power bills to support the Klamath subsidy, adding 

insult to this economic injury. Table IV depicts the estimated costs of direct 

irrigation to various crops with and without the Klamath power subsidies. 

 
Table IV 

Direct Irrigation Pumping Costs Per Crop 
Klamath Schedule versus Standard Agricultural Rates* 

 
Crop Subsidized Electric 

Power Costs in 
$/Acre/Year 

Estimated Normal 
Electric Power Costs 

in $/Acre/Year  
Onions $10-12 $160-192 
Potatoes $10-12 $160-192 
Alfalfa $15-20 $240-320 
Wheat $15 $240 
Barley $5 $80 
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* The figures above represent rough estimates including pump fees and do not consider irrigation 
district fees. 

 

Q:  IS THERE EVIDENCE INDICATING THAT THE KLAMATH 

AGRICULTURAL ECONOMY WOULD BE ABLE TO ADAPT TO 

HAVING TO PAY THE SAME TARIFF AS OTHER IRRIGATORS IN 

OREGON? 

A: Yes. When I first began researching this issue in 2002, I was concerned about the 

lack of planning for the looming transition from subsidized to standard tariffs in 

the Klamath Basin.  Since then, the Oregon State University (OSU) Extension 

Service published the July 2004 report by agricultural economist William K. 

Jaeger, titled “Energy Pricing and Irrigated Agriculture in the Upper Klamath 

Basin.”  The OSU report studied the possible impacts of the tariff transition on the 

Klamath agricultural economy and found that, “…most of the irrigated lands of 

the Upper Klamath Basin (and in particular those lands within the Klamath 
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Reclamation Project) are highly productive and would continue to be profitable to 

irrigate under energy prices and fees currently paid by farmers in other parts of 

Oregon and northern California.  Indeed, the viability of agriculture in the region 

does not depend on the current low energy prices, although these prices provide 

significant benefits to landowners and owner-operators in the region.”  I have 

attached a copy of this report as EXHIBIT 103.   

In addition, the Oregon Legislature passed Senate Bill 81 into law in mid-

2005.  With SB 81 now guaranteeing a seven-year, gradual transition period from 

subsidy tariffs to standard tariff, it is reasonable to expect that the local 

agricultural economy will have time to adapt and will continue to thrive under a 

normal tariff. 

 

Q:  DOES THE OSU REPORT INDICATE WHETHER MOVING KLAMATH 

IRRIGATION TO THE STANDARD TARIFF WOULD IMPACT WATER 

USE IN THE KLAMATH BASIN? 

A:  Yes. The attached OSU report (EXHIBIT 103) estimates that if Klamath irrigation 

moves to standard tariff, decreased irrigation diversions and more efficient use of 

irrigation water could be expected. 

 

Q:   ARE YOU AWARE OF ANY FISH SPECIES LISTED UNDER THE 

FEDERAL ENDANGERED SPECIES ACT AFFECTED BY 

AGRICULTURAL IRRIGATION PRACTICES IN THE KLAMATH 

BASIN? 

A. Yes, several species of fish residing in the Klamath Basin are now considered 

“threatened” or “endangered” under the federal Endangered Species Act. Water 

diversions, depletion of natural flows and reduced stream flows have all been 

identified by the federal government as some of the causes for decline of federally 

ESA listed coho in the “Final Rules for the Southern Oregon/Northern California 

Coast Coho,” EXHIBIT 104 (with relevant passages indicated on the Exhibit) (63 

Federal Register 24588 (May 6, 1997)).  Instream flow diversion has also been 

cited as a cause of decline for the ESA-listed Shortnose and Lost River suckers 
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that inhabit the upper Klamath Basin, see EXHIBIT 105 (with relevant passages 

indicated on the Exhibit) (53 Federal Register 27139 (July 18, 1988)). 

  

Q:  ARE YOU AWARE OF ANY EVIDENCE INDICATING THAT LOW 

FLOWS IN THE KLAMATH RIVER HAVE CAUSED HARM TO FISH?  

A.  Yes, the California Department of Fish and Game prepared a report that links 

atypically low flows in the lower Klamath River to a massive fish-kill of adult 

salmon that occurred in the fall of 2002, resulting in an estimated 35,000 to 

80,000 dead adult salmon (EXHIBIT 106).  

 

Q:  DO THESE REPORTS AND ENDANGERED SPECIES ACT LISTINGS 

CONTRADICT THE ARGUMENTS THAT THE KLAMATH OFF-

PROJECT WATER USERS HAVE MADE REGARDING THE IMPACT 

OF AGRICULTURE ON FLOWS IN THE KLAMATH BASIN? 

A.  Yes.  KOPWU has argued in the related proceeding UE-171 that the existence of 

irrigated agriculture somehow results in an increased amount of water going down 

the Klamath River.  See, for example, UE-171 KOPWU Response to PacifiCorp’s 

Motion for Summary Disposition at 52.  This argument by KOPWU appears to be 

inconsistent with the well-known fact that fish in the Klamath Basin suffer from 

low stream flows today as compared to the past, as reported in EXHIBITS 104-

106.  

 

 

                             END OF TESTIMONY 
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INDEX TO MCCARTHY TESTIMONY EXHIBITS: 

 
ONRC et al. Exhibit 101: Chart 1: Percentages of $10 Million Annual Klamath Power 
Subsidy Cost Burden by State. 
 
ONRC et al. Exhibit 102:  Chart 2: PacifiCorp Standard Irrigation Tariff Rate (for 25 kw, 
5,200 kWh) vs. Current Klamath Project and Off-Project Subsidized Rates 
 
ONRC et al. Exhibit 103:  William K. Jaeger, Energy Pricing and Irrigated Agriculture 
in the Upper Klamath Basin, (Report EM 8846-E, July 2004), Oregon State University 
Extension Service, Supplemental Brief #3 to Water Allocation in the Klamath 
Reclamation Project (2002). 
 
ONRC et al. Exhibit 104:  62 Federal Register 24588 (May 6, 1997), Endangered and 
Threatened Species; Threatened Status for Southern Oregon/Northern California Coast 
Evolutionarily Significant Unit (ESU) of Coho Salmon, Final Rule.  Available on the 
web at: www.nwr.noaa.gov/Publications/FRNotices/1997/upload/62FR24588.pdf. 
 
ONRC et al. Exhibit 105:  53 Federal Register 27130 (July 18, 1988), Endangered and 
Threatened Wildlife and Plants; Determination of Endangered Status for the Shortnose 
Sucker and Lost River Sucker, Final Rule.  (5 pages). 
 
ONRC et al. Exhibit 106:  Excerpts from: September 2002 Klamath River Fish-Kill: 
Final Analysis of Contributing Factors and Impacts (July 2004), California Department 
of Fish and Game, Northern California-North Coast Region, The Resources Agency, 
State of California. 
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Chart 1: Percentage of $10 Million Annual Klamath 
Power Subsidy Cost Burden by State
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(Source: Oregon Public Utilities Commission) 
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Chart 2:  PacifiCorp Standard Oregon Irrigation 
Tariff Rate vs. Current Klamath Project and Off-

Project Subsidized Rates
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     (Source: PacifiCorp calculated rate from UE-171, Motion for Summary Disposition, Chart on pg. 5) 
 

 

 















































































































































 
 
 
 
 
 
 

BEFORE THE PUBLIC UTILITY COMMISSION 
OF OREGON 

 
 
 

In the Matter of the Request of   )  UE-170 
       )   

PACIFIC POWER & LIGHT   ) Certificate of Service 
(dba PACIFICORP    )            

       )  
For a General Rate Increase in the    ) 
Company’s Oregon Annual Revenues   ) 
(Klamath Rate Case Portion of this Proceeding ) 
 
 
 

CERTIFICATE OF SERVICE 
 

     I hereby certify that on this 17th day of January I have sent the “Direct Testimony of 

James V. McCarthy on behalf of Oregon Natural Resources Council, Pacific Coast 

Federation of Fishermen’s Associations and WaterWatch of Oregon” dated January 17, 

2006, to each person on the Service List in this proceeding attached below, as follows: 

(1) for all those with email addresses, by email with attached file; and, (2) a printed copy 

by first class U.S. mail, postage prepaid, to the listed address of each.  I also mailed the 

original and requisite copies to the PUC Filing Center for immediate filing. 

 
January 17, 2006    /s/____________________________ 
          Glen H. Spain 
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