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DELIVERY VIA ELECTRONIC FILING

David E. Capka, P.E.

Office of Energy Projects

Director, Division of Dam Safety & Inspections
Federal Energy Regulatory Commission

888 First Street, N.E., Routing Code: PJ-13
Washington, D.C. 20426

Kimberly D. Bose

Secretary, Federal Energy Regulatory
Commission

888 First Street, N.E.

Washington, D.C. 20426

Re: FERC Nos. P-2082: P-14803. NATDAM-OR00559, CA00323, CA00234,
CA00325; Response to Independent Board of Consultants’ Recommendations

Dear Director Capka and Secretary Bose:

The Klamath River Renewal Corporation (the “Renewal Corporation”) respectfully provides
these final responses to recommendations contained in the November 28, 2018 “Letter Report:
Board of Consultants Mtg. No. 1.” This letter is concurrently filed in the docket nos. P-2082-062
and P-14803-000 in support of the License Amendment and Transfer Application.! In Section VI
below, the Renewal Corporation requests approval of that application and proposes next steps in the
license surrender proceeding, docket nos. P-2082-063 and P-14803-001.

I Board of Consultants’ Review of License Amendment and Transfer Application

The Federal Energy Regulatory Commission (the “Commission” or “FERC”) required an
independent Board of Consultants (the “BOC™) to review “all aspects of the dam removal process™
proposed by the Amended Klamath Hydroelectric Settlement Agreement (“KHSA”).? As its first
task, the BOC was charged to “determine the adequacy of cost estimates, insurance, bonding, and

1 “Joint Application for Approval of License Amendment and License Transfer,” FERC Accession no.
20160923-5367 (hereinafter the "License Amendment and Transfer Application").
2 Letter to Mark Sturtevant, PacifiCorp, and Mike Carrier, Renewal Corporation (Oct. 7, 2017); “Order

Amending License and Deferring Consideration of Transfer Application” (Mar. 15, 2018), PacifiCorp, 162 FERC
61,236 (2018) (hereinafter “License Amendment Order”), Appendix, item 4. The License Amendment Order bifurcated
the original license between the Klamath Hydroelectric Project No. 2082 (which now consists only of the East Side,
West Side, Keno, and Fall Creek Developments) and the new Lower Klamath Project No. 14803 (which consists of the
J.C. Boyle, Copco No. 1, Copco No. 2, and Iron Gate Developments).

8 The Renewal Corporation attached the KHSA as Exhibit A, Attachment F to its June 23, 2017 response (FERC
Accession no. 20170623-5103) to the Commission’s April 24, 2017 Additional Information Request.
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the overall financial resources available to implement the [dam removal] plan™* for the purpose of
the Commission’s action on the License Amendment and Transfer Application. On November 28,
2018, the BOC issued its Report No. 1, including three recommendations for revising the Renewal
Corporation’s Definite Plan (July 2018) (the “Definite Plan).> On December 12, 2018, the
Renewal Corporation responded, accepting all recommendations.® The Renewal Corporation
satisfied Recommendation no. 3 by providing a copy of the Request for Proposals for the general
contractor.” On January 23, 2019, the Commission directed the Renewal Corporation to provide
further responses on Recommendation nos. 1 and 2, relating to the updated cost estimate and cost
overrun contingency (“January 23, 2019 Letter Order”).! The Renewal Corporation requested an
extensioré of time until July 29, 2019 to file these further responses.’ The Commission granted this
request. '

In its Report no. 1, the BOC recommended that the Renewal Corporation develop a Plan B
with respect to project costs in excess of the state cost cap specified in the KHSA. This
recommendation relates to the Draft Risk Management Plan, which was included as Appendix A in
the Definite Plan. The BOC also recommended an update to the cost estimate contained in the
Estimate of Project Cost Report, which was included as Appendix P in the Definite Plan. Pursuant
to its procedures,'! the BOC held six informal meetings with the Renewal Corporation in 2019 to
review work products responsive to these recommendations. 2

The first such informal meeting was held on March 14, 2019 to review the revised
construction cost estimate in detail. Based on this review, the BOC provided further guidance that
AECOM, the Renewal Corporation’s technical consultant, used to refine the cost estimate.

A second informal meeting was held on March 25, 2019 to review the draft Project
Agreement between the Renewal Corporation and the general contractor. Based on this review, the
BOC provided comments regarding the risk, insurance, indemnification, and pricing elements of the

draft Project Agreement.

B Letter to Mark Sturtevant, PacifiCorp, and Mark Bransom, Renewal Corporation (May 22, 2018), “Approval of
Independent Board of Consultants,” FERC Accession no. 20180522-3002, Attachment A, item 2.

. The Renewal Corporation filed the Definite Plan on June 29, 2018 (FERC Accession no. 20180629-5018).

B FERC Accession no. 20181212-5147.

L The Renewal Corporation filed the RFP in its April 3, 2019 filing, and the updates are included in the updated

data package provided to FERC on July 25, 2019.
FERC Accession no. 20190123-3007.

e FERC Accession no. 20190404-5015.

1° FERC Accession no. 20190418-3064.

2 “Independent Board of Consultants Procedures” (Aug. 28, 2018), FERC Accession no. 20180828-5110.

= Report no. 1 proposed an iterative review of certain information and analysis to be provided in response to its

formal recommendations. The Renewal Corporation appreciates the BOC’s diligent work and thoughtful consideration
of the information that was provided by the Renewal Corporation in response to the BOC’s information requests.
Documents provided in response to the BOC’s information requests were submitted to the Division of Dam Safety on
July 25, 2019, as an update to the data package provided to the BOC in advance of its formal meeting on October 24,
2018.
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A third informal meeting was held on May 2, 2019 to review the recommended insurance
approach and indicative pricing for implementation of the proposed insurance program. Based on
this review, the BOC provided comments on coverage levels and suggested benchmarking based on
established insurance and cost-estimating guidelines.

A fourth informal meeting was held on June 6, 2019 to review a proposed plan for liability
transfer and indemnification, the selection of a special corporate indemnitor, as well as preliminary
pricing. The BOC discussed the information presented and requested further clarification about
how risks will be allocated across the Renewal Corporation’s various risk management tools. The
Renewal Corporation provided additional information in response to this request.

A fifth informal meeting was held on July 9, 2019 to review AECOM’s updated cost
estimate and the proposed plan for indemnification. On July 17, 2019, the BOC provided the
Renewal Corporation with a draft supplemental report. A sixth informal meeting was held on July
22,2019 to review this report. On July 26, 2019, the BOC provided the Renewal Corporation with
its “Letter Report: Supplement to Board of Consultants Mtg. No. 1” (July 29, 2019) (“Supplemental
Report no. 17). This report and the Renewal Corporation’s responses are attached as Attachment A.
The Renewal Corporation’s responses are summarized in appropriate locations below. The
Supplemental Report no. 1 also includes minutes of the BOC’s informal meetings from March 14
through July 22, 2019.

II. Legal, Technical, and Financial Capacity of Renewal Corporation

In its License Amendment Order, the Commission stated that license transfer as proposed in
the KHSA, for the sole purpose of decommissioning and dam removal, “raises unique public
interest concerns” not present in an ordinary license transfer proceeding.

If a project is transferred to an entity that lacks the financial and operational capacity to
complete these measures, and if the Commission can no longer hold the former licensee
liable, the responsibility to decommission a project or restore project lands may fall to
federal or state authorities. To prevent this, the Commission applies more scrutiny to [such
a license transfer application].!?

The Renewal Corporation accepts this heightened scrutiny. Through this filing as well as in its
responses to prior Additional Information Requests (“AIRs”)!* in this proceeding, the Renewal
Corporation has demonstrated that it has the legal, technical, and financial capacity to manage these

13 License Amendment Order 4 51.

5 The Commission made two AIRs related to the License Amendment and Transfer Application, dated April 24,
2017 (FERC Accession no. 20170424-3020) and October 5, 2017 (FERC Accession no. 20171005-3005). In addition,
the License Amendment Order and the January 23, 2019 Letter Order requested further information. The Renewal
Corporation responded to the AIRs and related requests on June 23, 2017 (FERC Accession no. 20170623-5103),
December 4, 2017 (FERC Accession no. 20171204-5131), June 28, 2018 (FERC Accession no. 20180629-5018), and
April 3, 2019 (FERC Accession no. 20190404-5015).
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risks and complete Facilities Removal'® as proposed in the KHSA and Definite Plan; and that the
transfer of the license for the Lower Klamath Project to the Renewal Corporation is in the public
interest.

The Renewal Corporation is a California non-profit corporation in good standing. It has the
legal capacity to be licensee.'® It also has the technical capacity. The Renewal Corporation has
secured a best-in-industry team to perform all aspects of Facilities Removal.!” AECOM is the
Renewal Corporation’s technical representative, with unique expertise as a result of its having
participated as a lead designer or advisor in every dam removal effort on the West Coast.!® As
described below, Kiewit Infrastructure West Co. (“Kiewit™) will perform design, construction, and
mitigation activities; Resource Environmental Solutions LLC (“RES”) is expected to operate as
mitigation surety and as specialty corporate indemnitor; and Aon Risk Insurance Services West, Inc.
(“Aon”) will ensure that a comprehensive insurance and surety bond program is in place and
consistent with the descriptions below.

Financial capacity is the gravamen of the heightened scrutiny in this license transfer
proceeding. As the License Amendment Order states:

[T]he Amended Settlement Agreement provides that the Renewal Corporation will have
three sources of funding for decommissioning, removal, and restoration of the Lower
Klamath Project, totaling $450,000,000: (1) $184,000,000 from the Oregon Customer
Surcharge; (2) $16,000,000 from the California Customer Surcharge; and (3) $250,000,000
from the California Bond Measure. These funds, known as the state cost cap, are the
maximum monetary contributions available from the states of Oregon and California. The
applicants have not identified any additional sources of funding if the cost of the measures
required exceeds the state cost cap. '’

The Renewal Corporation understands its obligations to comply with the license for the
Lower Klamath Project if transfer is approved, and a license surrender order if issued. The Renewal
Corporation understands that the state cost cap in the KHSA is not a limitation on such

15 KHSA defines this term to mean the “physical removal of all or part of each of the Facilities to achieve at a
minimum a free-flowing condition and volitional fish passage, site remediation and restoration, including previously
inundated lands, measures to avoid or minimize adverse downstream impacts, and all associated permitting for such
actions.”

16 See June 23, 2017 AIR Response, item 6. The Renewal Corporation is a “corporation” for purposes of 16
U.S.C. § 796(3) and has the legal capacity to be a “licensee” as defined in 16 U.S.C. § 796(5), subject to the review and
approval of the Commission pursuant to 16 U.S.C. § 801. See also Econ. Dev. Corp. of Augusta & Augusta Dev. Corp.,
1 FERC 961,207 at 61,541 (1977) (license transfer to non-profit development corporation approved).

17 Alcoa Power Generating Inc. Cube Yadkin Generation LLC, 157 FERC 4 62,188, at 94 (2016) (finding
transfer to be in public interest where transferee was affiliated with numerous companies with extensive expertise in
operating and maintaining hydroelectric projects).

18 See “Informational Filing in Support of Joint Application for License Transfer and License Amendment”
(Mar. 1, 2017), FERC Accession no. 20170301-5327, Attachment D-2.
19 License Amendment Order § 55.
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compliance.”’ The Renewal Corporation understands that, upon acceptance of license transfer, it
must manage the financial risks associated with license compliance.?!

As discussed below, the Renewal Corporation has $450 million in committed funds.?? The
Renewal Corporation will manage these funds in a reasonable and prudent manner to complete
Facilities Removal. These funds are sufficient to cover all estimated costs (including contingency
and cash reserves) for construction, mitigation, and restoration activities. Kiewit has provided a
Parent Company Guaranty, and it will secure surety bonds in an amount equal to the direct costs in
the Project Agreement, to assure its performance. The Renewal Corporation and Kiewit will secure
a comprehensive insurance program. The Renewal Corporation is engaging a special corporate
indemnitor to address risks not otherwise resolved through these more typical instruments. And, the
Renewal Corporation has a Plan B to seek additional funds if needed. The Renewal Corporation
would secure such funds through the mechanisms established by the KHSA, with the affirmative
support and assistance of PacifiCorp, the states of Oregon and California (collectively, the
“States™), and other signatory partics.

In its 1995 Decommissioning Policy, the Commission addressed the risk that a project
would be “abandoned” and become the unwanted financial or regulatory responsibility of a state.

Several commenters noted also that a licensee might seek to transfer an increasingly
marginal project to a new licensee that lacked the financial resources to maintain it or close
it down in an appropriate manner. Through that process, the former owner relieves itself of
the responsibility, which then may fall to State authorities or, at least when Federal lands are
involved, on other Federal agencies. While the Commission is aware of no widespread

20 Commission, “Policy Statement on Hydropower Licensing Settlements,” 116 FERC § 61,270, 62,088-62,089
(2006) (stating “[t]he Commission expects the required measure to be performed by the licensee, even if the cost
exceeds the agreed-upon cap” and “[d]ollar figures agreed to by the parties are not absolute limitations” on the
licensee’s license obligations in the absence of authorization from the Commission to the contrary) (quoting Virginia
Electric Power Company, 110 FERC 4 61,241 at 10 (2005)); Hawks West Hydro LLC, 161 FERC § 62,228, at *7 (2017)
(staff did not recommend cost cap because licensee’s obligation to complete a measure required by a license is not
limited to particular cost cap); PacifiCorp, 133 FERC 961,232, 62,316 (2010) (if a measure is required, the
Commission expects a licensee to perform even if the cost exceeds agreed-upon cost caps in settlement agreement).

2l See Fraser Papers Inc., 89 FERC 1 61,286, 61,896 (1999); AER NY-Gen LLC, 133 FERC {62,143, 64,317—
64,318 (2010); Menominee Company, 74 FERC § 61,023, 61,067— 61,068 (1996). See, e.g., Mead Corporation,
Publishing Paper Division, 72 FERC § 61,027, 61,069 (1995) (stating where the Commission’s consideration and
balancing of all public interest factors concludes the project is in the public interest, the Commission will offer the
license to the applicant, even if there appear to be negative economic benefits because it is the applicant that must
ultimately decide whether to accept the license and any financial risk that entails); Hawks West Hydro LLC, 161 FERC
462,228, at *19 (2017) (although the Commission found the project would cost more to operate than the Commission’s
estimated cost of alternative power, the Commission pointed out that the applicant must decide on whether to accept the
license and any financial risk that entails).

2 A detailed discussion of the source and availability of these funds, and the funding agreements pursuant to
which the $450,000,00 is committed to the Renewal Corporation is provided in the Renewal Corporation’s Dec. 4, 2017
AIR response, Attachment A, Response 13. Copies of the executed funding agreements have previously been provided
to the Commission and are in the record of this proceeding.
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problems on this score, it agrees that transfer applications should be scrutinized to foreclose
this sort of situation, and where warranted, other authorities should be consulted before
transfers are approved.?®

Here, PacifiCorp and the States, among other parties, entered into an agreement to establish
an orderly and safe process for removal of the Lower Klamath Project. PacifiCorp applied for and
secured $200 million in rate surcharges,?* and the state of California dedicated another $250 million
in bond funds, to implement the agreement.?> These funds are committed. The States and
PacifiCorp have actively participated in implementation. The Renewal Corporation will manage the
very risks raised by the License Amendment Order, as well as the Decommissioning Policy,
through mechanisms that require the States’ affirmative endorsement.

Before the Renewal Corporation will accept license transfer, the States and PacifiCorp must
each be “assured that sufficient funding is available to carry out Facilities Removal,” and that “their
respective risks associated with Facilities Removal have been sufficiently mitigated consistent with
[KHSA] Appendix L.”*® Thus, before license transfer is effective, the States will have assessed and
accepted any risk that “then may fall to State authorities.”?’

The Commission has a stated goal of resolving end-of-license responsibilities to the
satisfaction of the successor agencies.

The Commission’s goal is that generally matters of this type can and will be resolved to the
satisfaction of the successor agency as part of the Commission’s decommissioning process,
obviating the need for any later other action. There could then be a smooth transition to the
new regime with a minimum of interruption.?®

KHSA section 7.1 is tailor-made to fulfill this goal. Through this mechanism, the States will
affirmatively endorse the license transfer, allowing the Commission to be assured of the sufficiency
of the resources needed to protect the States’ interests.

4 Commission, “Project Decommissioning at Relicensing: Policy Statement,” 60 Fed. Reg. 339, 345 (1995)
(“Decommissioning Policy”).
24 Oregon S.B. 76 (2009, Section 4 (authorizing rate surcharges)) and Oregon Public Utility Commission

(“OPUC”), Order No. 10-364 (2010), Order No. 16-218 (2016); California Public Utilities Commission (“CPUC”),
Decision 11-05-002 (2011) and Decision 17-11-019 (2017). See March 1, 2017 Informational Filing, Attachment E;
December 4, 2017 AIR Response, item 13 and Exhibit A.

» March 1, 2017 Informational Filing, Attachment G.

20 KHSA section 7.1.4. See letter from the Renewal Corporation to the Commission (June 28, 2018), Question 5,
to explain the standards and procedures that the States and PacifiCorp will follow under KHSA section 7.1.4. Further,
having found that Facilities Removal is in the best interests of PacifiCorp’s customers, the States’ public utilities
commissions (collectively “PUCs”) require these very sign-offs to assure that Facilities Removal will be completed
once started. See OPUC, Order no. 17-018, Appendix A (Funding Agreement section 14.1, requiring the Renewal
Corporation to indemnify the state of Oregon as required by KHSA section 7.1.3); CPUC, Decision 17-11-059 at 18
(requiring compliance with KHSA section 7.1.4).

a Decommissioning Policy at 346.

e Id. (emphasis added).
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III.  Final Response to Recommendation no. 1: “The BOC recommends that a Plan B be
developed with regard to where additional funding would come from should the
project costs exceed the state cost cap.”

As stated in its December 12, 2018 response, the Renewal Corporation agrees with this
recommendation. This section describes Plan A and Plan B.

The Renewal Corporation provided a preliminary response to this recommendation on
December 12, 2018. At that time, the Renewal Corporation anticipated a series of developments to
update the Draft Risk Management Plan (June 2018) and to address the risk of cost overrun in
project?® implementation, among other risks.>® The Renewal Corporation now attaches an
Amended Risk Management Plan (Attachment B), which supersedes the prior plan. The
developments anticipated in January 2019 have now occurred. The Renewal Corporation has
engaged Kiewit as general contractor under a progressive design-build contract (the “Project
Agreement”). Aon has structured an insurance and bond program and has provided indicative
pricing. The Renewal Corporation is working with RES to serve as a mitigation surety and
specialty corporate indemnitor. AECOM and Aon used separate methods to validate and update the
risk register. AECOM updated the cost estimate. These developments are described below.
Further, the Renewal Corporation has secured extensions of its funding commitments to allow up to
four additional years to complete Facilities Removal.

The information in this section is also responsive to the January 23, 2019 Letter Order,
which requests updates to the Draft Risk Management Plan to (a) describe insurance, bond, and
indemnification coverages, (b) verify that these coverages will be in place before the
commencement of decommissioning work, (¢) establish the estimated date by which the Renewal
Corporation expects that it will have reached agreement on a Guaranteed Maximum Price with
Kiewit, and (d) describe how the project will be funded if the Facilities Removal extends beyond
the expiration dates identified in the Funding Agreements.*!

A. Plan A

The Draft Risk Management Plan (June 2018) described measures to manage the risk of cost
overrun, among other risks. The Renewal Corporation has now completed certain measures,
including the selection of Kiewit as Project Contractor, and has obtained indicative terms for or
otherwise planned all other measures.

1. Project Contractor

The Renewal Corporation selected Kiewit as the general contractor to undertake final design
specifications, development of a Guaranteed Maximum Price (“GMP”), site preparation,

2 The “project” refers to Facilities Removal as proposed in the KHSA and described in the “Application for
Surrender of License for Major Project and Removal of Project Works” (Sept. 23, 2016), FERC Accession no.
20160923-5370 (Surrender Application). The Definite Plan is the Renewal Corporation’s specific plan for Facilities

Removal.
30 See December 12, 2018 letter from the Renewal Corporation to David E. Capka, at 2-3.
A January 23, 2019 Letter Order at 2.
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deconstruction, and mitigation and restoration measures. Kiewit has an exceptional track record
completing large-scale and challenging civil projects of all types, including hydroelectric projects.
As a recent example, it completed the emergency repair of the Oroville Dam, which involved
reconstruction of the main and emergency spillways in less than 18 months, as well as extensive
debris and sediment removal, access roads, and other work. Kiewit has substantial experience
working with the states of California and Oregon and with PacifiCorp. Kiewit’s qualifications are
described in Attachment C.

Kiewit anticipates that it will complete a 60% design for the project by January 31, 2020.
The target date for the GMP is February 15, 2020. Once 60% design has been achieved and after
the GMP has been established, the Renewal Corporation will update relevant portions of the cost
estimates. Kiewit has provided an indicative statement that, based on its pre-GMP due diligence to
date, the Renewal Corporation has adequate financial capacity. See Attachment D.

The GMP will provide definitive market proof of the sufficiency of the overall project
budget. It will be subject to adjustments only if final permit terms are materially more costly than
draft permit terms, or costs otherwise increase due to circumstances outside of Kiewit’s control.
The Renewal Corporation will secure insurance against the occurrence of such uncontrollable
circumstances, to the extent such insurance is commercially reasonable to obtain.**> In the past
decade of experience with water resources projects, Kiewit has not exceeded a GMP in this manner.

2 Project Agreement

The Renewal Corporation and Kiewit have entered into a Project Agreement (Attachment E)
that governs all aspects of Facilities Removal. The contract applies a delivery method known as
“Progressive Design-Build.” Under this method, Kiewit is responsible for design and construction
activities (including mitigation and restoration), and for correcting any errors or omissions that arise
through its or its subcontractors’ fault.>* Per Appendix 9 of the Project Agreement, Kiewit will
secure an insurance package that assures recourse for insured events. And per Article 15 of the
Project Agreement, Kiewit will indemnify the Renewal Corporation for events relating to Kiewit’s
fault and certain other events specified in the Project Agreement. Overall, by establishing a single
point of accountability, this delivery method substantially reduces the risks of cost overrun relative
to other methods conventionally used in civil works projects, such as Boston’s Big Dig.>* Among
other things, it minimizes the risk of litigation between owner, contractor, subcontractors, and their
respective insurers, which has routinely occurred under other methods in the absence of a single
point of accountability.>®

2 See Project Agreement section 5.11.

=3 Hawkins Delafield & Wood, “Report on Risk Mitigation and Insurability for the Klamath Restoration Project”
(Nov. 13, 2015) (Attachment F), Sections 2-4.

b As noted by the BOC, response strategies—in this case the proposed delivery method—that reduce the risk of

significant changes and cost overrun are preferred, relative to other methods conventionally used in civil works projects
to manage these risks, such as in the case of Boston’s Big Dig. Report no.1 at 5.
3 Hawkins Delafield & Wood, supra, Section 4.2. See also June 23, 2017 AIR Response, Item 3.
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3. Parent Guarantee and Surety Bonds

Under the Project Agreement, Kiewit will provide a Parent Company Guaranty for its
performance. Under that guarantee, its parent, Kiewit Infrastructure Group, Inc. will perform or pay
for performance if it defaults. The parent company has $4.8 billion in revenue, no operational long-
term debt, and a strong balance sheet that offers assurance that their projects will get completed.
The executed Parent Company Guaranty is set forth as Attachment G.

Further, the Project Agreement requires Kiewit to secure performance, payment and
maintenance bonds (surety bonds), prior to the commencement of any physical work, in an amount
equal to the face value of the Project Agreement. The bond forms are attached to the Project
Agreement as Transaction Form B (“Form of Performance Bond™); Transaction Form C (“Form of
Payment Bond”), and Transaction Form D (“Form of Maintenance Bond”).

4. Insurance

The Renewal Corporation engaged Aon as its insurance advisor and broker. Aon is one of
the world’s leading consultants in risk management, working across nations, industry sectors, and
public and private clients. Its qualifications are described in Attachment H. Its Risk and Insurance
Due Diligence Report (July 2019) is attached to the Amended Risk Management Plan (Attachment
B thereto).

As consultant to the Renewal Corporation, Aon applied methods commonly used in
insurance underwriting, including Project Enterprise Risk Assessment, to identify and quantify risk
exposure associated with Facilities Removal. This method establishes the probability of an event,
assesses claim cost exposure, and then simulates a year of claim costs. This process is repeated to
generate 50,000 simulated results via a Monte Carlo simulation. This underwriting method
complements and independently validates the separate analysis AECOM did to compile and update
the risk register included in the Amended Risk Management Plan. As recommended by the BOC,
Aon benchmarked its modeling against actualized risks in other dam removal and civil works
projects.

Aon analyzed insurance options. It recommended a Contractor Controlled Insurance
Program (“CCIP”). Relative to alternatives, a CCIP would provide greater insurance cost
efficiencies given the long-tail nature of these claims, greater participation by minority and woman-
owned business, avoidance of gaps in coverage, and avoidance of trigger and exhaustion issues
associated with long-tail claims. Kiewit will secure the insurance package before Facilities
Removal. The program will cover potential third-party losses at a 99.5% confidence level. As
Aon’s modeling shows, this coverage will be sufficient to cover the largest expected risks and other
project risks on each line of coverage.

36 Risk and Insurance Due Diligence Report (July 2019), at 3.
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Largest Insurance Coverages in Renewal Corporation’s Comprehensive Insurance Program?®’

Insurance Type Function Amount
Umbrella Excess Liability Commercial and general $200 million
liability

Builder’s Risk/Inland Marine | Physical loss and/or damage | Probable Maximum Loss
to covered property arising
out of a covered cause of loss

Pollution Liability Pollution caused by $100 million unknown pre-
construction or by site existing or new pollution
incidents associated with the
project site and pollution
incidents resulting from the
project work

Such contingent instruments are part of financial capacity under generally accepted
accounting principles.>® Consistent with those principles, the Nuclear Regulatory Commission
credits such instruments in assuring capacity to decommission a nuclear powerplant.>® The
Commission has also relied upon such instruments to assure capacity for license compliance,
including license surrender.*’

= Id. at 10-13.

a8 The Financial Accounting Standards Board (“FASB”) provides guidance as to generally accepted accounting
principles for preparation of financial statements, including guidance regarding any presumption that an entity is able to
continue in business as a going concern. When conditions or events exist that raise substantial doubt about an entity’s
ability to continue as a going concern, the entity should consider whether its plans that are intended to mitigate the
relevant conditions or events will alleviate the substantial doubt. FASB Subtopic 205-40, Update No. 2014-15 at 2
(Aug. 2014). The mitigating effect of management’s plans may be considered as offsetting factors to the extent that (a)
it is probable that the plans will be effectively implemented and, if so, (b) it is probable that the plans will mitigate the
conditions or events that raise substantial doubt about the entity’s ability to continue as a going concern. This guidance
allows for taking financial assurances into consideration in assessing an entity’s fiscal capacity to discharge its financial
obligations.

39 10 C.F.R. §50.75(e)(1)(iii). Guarantee mechanisms accepted by the NRC include letters of credit, parent
company guarantees, licensee self-guarantees, surety bonds, and insurance policies. 10 C.F.R. §72.30(e)(2).

o St. Anthony Hydro LLC, 146 FERC § 62,048, 64,078 (Jan. 17, 2014) (requiring licensee to file documentation
that it “has obtained a bond or equivalent financial instrument that ensures the licensee has the financial means
necessary to implement the Financial Assurance Plan”); Whitestone Power & Commc'ns, 141 FERC 9 62,054, 64,130—
64,131 (Oct. 19, 2012) (“licensee shall file . . . each year proof of the maintenance of a letter of credit, surety bond, or
equivalent financial instrument, to cover the entirety of the cost of removing the project™); Ocean Renewable Power Co.
Maine, LLC, 138 FERC 9 62,168, 64,575 (Feb. 27, 2012) (approving letter of credit covering entirety of costs of
removing Phase I of hydrokinetic power project and requiring licensee to maintain a bond or equivalent financial
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3. Mitigation Surety and Specialty Corporate Indemnitor

The Renewal Corporation intends to engage RES for two functions: as surety for long-term
management of restoration and mitigation measures, and as a specialty corporate indemnitor.
RES’s qualifications are described in Attachment I.

RES identified risks that could occur during and after Facilities Removal that are not
otherwise covered by insurance or Kiewit’s contractual indemnification. In the Amended Risk
Management Plan, these are called “residual risks.”*! RES identified and analyzed two categories
of residual risks: (1) risks associated with long-term impacts to natural resources and (2) risks
associated with impacts to property arising through no error in Kiewit’s design or implementation.
RES undertook this analysis in coordination with Aon and AECOM. The analysis and
recommendations are described in the Amended Risk Management Plan,*? and RES’s Summary of
Risk and Liability Transfer Approach (July 12, 2019) is Attachment J.**

The Renewal Corporation intends that RES will assume responsibility for long-term
maintenance and adaptive management of mitigation measures. This includes conditions in the
surrender order as well as post-surrender obligations under other permits. This responsibility is not
limited by any cost cap.

Further, the Renewal Corporation and RES intend that a RES entity will function as
specialty corporate indemnitor to provide an indemnification program protecting PacifiCorp and the
states against loss or expense associated with the physical impacts of Facilities Removal. This
program will cover risks which are not otherwise fully covered by the Project Agreement or the
insurance and bond programs. As described in the Amended Risk Management Plan, RES will
form a Local Impact Mitigation Fund to address claims (such as loss in groundwater production, or
diminution in property values) that may arise without fault in Kiewit’s performance. The Renewal
Corporation has an obligation under KHSA Appendix L to address such claims, which it recognizes
are outside of the Commission’s jurisdiction,*® The costs of the mitigation surety and

instruction throughout license term); Fugene Water & Electric Board, 155 FERC 9 62,242 (2016) (requiring licensee,
within 60 days of license transfer, to obtain insurance to cover the cost of unexpected maintenance and repairs).

B Residual Risks (i.e., risks not otherwise covered by insurance or contractual indemnification) include the risk
of claims for matters which the likelihood of occurrence is remote, as well as matters for which the Renewal
Corporation may not be held to be legally responsible. Thus, in a given case, the risk may be limited to defense and
settlement costs incurred in response to non-meritorious claims.

= Amended Risk Management Plan sections 3.4-3.5.

= A non-redacted version of Attachment J is being concurrently filed as Privileged Information pursuant to 18
C.F.R. § 388.112 because the document contains proprietary business information that reflects RES’s process in
assessing and mitigating risk.

i A licensee is liable for all damages occasioned to the property of others by the operation and maintenance of its
project works pursuant to its license. 16 U.S.C. § 803(c). The extent to which any such claims are cognizable, and to
the extent that they are not preempted, they are matters outside of the Commission's jurisdiction and are to be
determined under applicable state law. See, e.g., DiLaura v Power Auth. of State of NY., 786 F.Supp. 241 (W.D.N.Y.
1991); Skokomish Indian Tribe v. United States, 410 F .3d 506, 519 (9th Cir. 2005); United States v. S. Cal. Edison Co.,
300 F.Supp.2d 964, 978 (E.D. Ca. 2004); see also, Simmons v. Sabine River Auth., 732 F.3d 469 (5th Cir. 2013) (the
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indemnification are included in the Amended Estimate of Project Costs Report (July 2019), which is
Attachment K hereto.

6. Operation and Maintenance Agreement

In Report no. 1, the BOC stated that the Operation and Maintenance Agreement (“O&M
Agreement”) between PacifiCorp and the Renewal Corporation will go into effect upon license
transfer.*> After that event, PacifiCorp will continue to operate and maintain the Lower Klamath
Project, at its cost,*® until the Renewal Corporation is prepared to begin Facilities Removal in
compliance with a license surrender order. If the Commission approves license surrender, and the
Renewal Corporation accepts that order, PacifiCorp will be responsible for “decommissioning” the
project,*’ defined as disconnecting project works from the grid and salvaging any useful equipment.
During the period that PacifiCorp operates the project pursuant to the O&M Agreement, it will
indemnify the Renewal Corporation “from, and against any loss, expense, cost, liability, damage,
claim, fine or penalty resulting from or otherwise related to the operation, maintenance,
replacement, restoration or repair of the Lower Klamath Project or any failure by PacifiCorp to
observe and comply with the terms and conditions” of the O&M Agreement.*®

7. Extension of Funding Agreements

In Report no. 1, the BOC found that the Renewal Corporation’s funding agreements could
expire prior to completion of Facilities Removal.

Both the Oregon and California Funding Agreements have expiration dates of January 31,
2022, and that the California Bond Measure has an expiration date of June 30, 2021, with
exceptions for funds devoted to ongoing mitigation or monitoring activities. In response to
FERC’s question about whether the funding sources would still be available if facilities
removal extends beyond these dates, Renewal Corporation only stated that it would seek
extensions from the states but provided no assurances that the states would be amendable to
those extensions.*

The January 23, 2019 Letter Order asks how the “project will be funded if the facilities removal
extends beyond the expiration dates identified in the funding agreements.”>°

Federal Power Act preempts state property damage claims based in tort law where the alleged damage is the result of
the licensee operating in compliance with a FERC-issued license).

= The O&M Agreement is Attachment A to the March 1, 2017 Informational Filing.
46 O&M Agreement sections 5 and 6.
41 As defined by section 1.4 of the KHSA “Decommissioning” means PacifiCorp’s physical removal from a

facility of any equipment and personal property that PacifiCorp determines has salvage value, and physical
disconnection of the facility from PacifiCorp’s transmission grid.

i See O&M Agreement section 14. See also October 5, 2017 AIR, item 12.
. Report no. 1 at 8.
% January 23, 2019 Letter Order at 2.
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The Renewal Corporation previously advised the Commission that it would secure
extensions of these dates (if and as needed),’! and that post-completion activities can be funded
under the express terms of each of its funding agreements into escrow accounts before funding
deadlines occur.’? The Renewal Corporation has now secured extensions of all of its funding
agreements. These extensions, as documented in Attachment L, are summarized in the following
table. After construction and mitigation activities are completed, the Renewal Corporation will
encumber funds as necessary for monitoring and continued operation of the mitigation measures in
compliance with permit conditions.>

Funding Agreement | Amount | Original Expiration | New Expiration

OPUC $184 million 1/31/22 12/31/24 (approved 5/21/19)

CPUC $16 million 1/31/22 12/31/24 (approved 7/10/19)

California Bond $249.5 million | 7/1/20 7/1/25 (approved 12/5/18)
B. Plan B

The financial capacity of the Renewal Corporation is an integrated package consisting of the
following elements: (1) $450 million in committed funding; (2) use of Progressive Design-Build
contract to assure a single point of accountability; (3) engagement of best-in-industry project team;
(4) requirement of GMP before the Renewal Corporation’s acceptance of license transfer; (5)
insurance, bond, and indemnity program that provides many hundreds of millions of dollars of risk
protection; (6) a project cost estimate at the industry standard P(80) level; and (7) cash and
contingency reserves that exceed the industry standard P(80) level. As discussed below, the cash
reserve will likely increase as the project proceeds, as current risks based on uncertainties are
retired. Further, the States and PacifiCorp must agree to the sufficiency of the financial capacity
before license transfer.

The Renewal Corporation has the financial capacity to move forward with Facility Removal,
and to do so from a position of strength. However, like any licensee that is responsible to meet its
license obligations, unforeseen and remote circumstances theoretically could arise that would
require the Renewal Corporation, if the Commission approves license transfer, to raise additional
funds. Facing these circumstances, how would the Renewal Corporation respond?

The Renewal Corporation would evaluate value-engineering opportunities.> This is a best
practice in any complex construction project. Prior to construction, the Kiewit team will identify
such opportunities to reduce costs and risks that could arise after construction begins, consistent
with the project purpose and any permit terms for protection of environmental quality and public
interest. The Renewal Corporation will examine these opportunities on an iterative basis as

31 Renewal Corporation, December 4, 2017 AIR Response, item 13. The Amended Project Costs Report includes
$21.5 million for post-construction monitoring and operation of mitigation measures.

2 Id.

3 See October 5, 2017 AIR, item 13.

e KHSA section 7.2.1.A(5).
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construction proceeds. The Renewal Corporation has received authorization for such adjustments in
Oregon’s water quality certification and will seek such authorization in other permits.>

Additionally, under KHSA sections 7.2.1.A(5) and 8.7, parties will meet and confer to
address and resolve any such circumstances that could arise after license transfer or surrender (in
this case, after construction begins). Further, while its financial capacity of $450 million is created
and limited by the state cost cap, the parties agree to “work jointly to identify potential partnerships
to supplement funds generated pursuant to this Settlement.”¢

In connection with the removal of the Edwards Project, the Commission approved a license
transfer subject to future financial contributions to the transferee.’’ Similarly, for the removal of
Penobscot Project, the Commission approved license transfer on the transferee’s representation of
expected philanthropic contributions.® Here, the Renewal Corporation almost certainly has all
funds necessary for Facilities Removal; and, as Plan B, the States and other KHSA signatories will
work with other parties to “identify potential partnerships to supplement funds” if necessary after
license transfer. In sum, the Renewal Corporation reasonably expects to secure additional funds if
necessary, taking into consideration the strength of the project team, and the active support of the
States and other parties for completion of Facilities Removal as an essential step in restoration of
the basin ecosystem. Finally, the Renewal Corporation may continue accruing interest on the
customer funds in excess of the $28 million assumed in the cost cap.>’

IV.  Final Response to BOC Recommendation No. 2: “The BOC recommends that AECOM
prepare another version of the Project’s cost estimate.”

In its Recommendation no. 2, the BOC recommended an update to the Project's cost
estimate. Report no. 1 provides specific guidance on the update, including: the addition of line item
cost estimates for project-specific insurance policies and a specialty corporate indemnitor; the
application of a template (Chant’s standard 28 Item Indirect Cost accounts or equivalent) to detail

23 Oregon Department of Environmental Quality (“ODEQ”), “Clean Water Act Section 401 Certification for the
License Surrender and Removal of the Lower Klamath Project” (Sept. 7, 2018), Condition 7 at 6 (authorizing a
“Remaining Facilities and Operations Plan™). See also California State Water Resources Control Board (“SWRCB”),
“Draft Water Quality Certification” (Sept. 23, 2018), Condition 6 at 28 (“Remaining Facilities”). Of course, the
Renewal Corporation will expect to receive the Commission’s approval of any such adjustment as specified in a license
surrender order.

36 KHSA section 7.3.8.B. The BOC also notes, in reference to this obligation, the “broad support in the state
governments for the completion of the project.” Supplement to Report no. 1 at 9.

31 Edwards Manufacturing Company, Inc, 84 FERC 461,227 (1998). The effectiveness of license transfer was
subject to Condition A.1, providing for the State’s notice that “Bath Iron Works Corporation has deposited $2.5 million
for Edwards Dam removal in the appropriate trust fund”; and subject to Condition A.4, providing that the State,
pursuant to Section IX.B.5 of the Edwards Settlement Agreement, has “determined ...that there is adequate funding
available to meet the State’s obligations” for dam removal. 1d. at 62,096.

3¢ Penobscot River Trust, “Joint Application for Transfer of Project License, Great Works Project,” FERC
Accession no. 20081107-5068, paragraph 9 (“Statement of Financial Resources™) (describing a second phase of
fundraising for dam removal that would begin “...primarily when the projects are acquired”).

2 KHSA section 7.3.8.A.
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with respect to indirect costs; adjustments to percentages used to calculated overheads and profits;
a breakdown of labor rates used in the cost estimate; further detail and modifications with respect to
the estimates for equipment rates used in the cost estimate; a correlation of cost estimates with past
cost experience; the inclusion of a critical path schedule to support the cost estimates; and further
verification of certain non-dam related construction costs.® AECOM prepared the updated cost
estimate consistent with the BOC’s guidance provided in Report no. 1 and subsequently.

The Amended Estimate of Project Costs Report is Attachment K hereto. This report
supersedes the prior version, which was Appendix P in the Definite Plan.

The updated cost estimate is $433.7 million, inclusive of all expenditures to date; the future
costs of planning, oversight, construction, and mitigation; the costs of insurance, bonds, and
indemnification; and project contingencies discussed below.®! The estimate is based on AECOM’s
Monte Carlo simulations of scenarios.®? It reflects the P(80) standard, under which 80% of
remaining project risks break against the project.> P(80) is a conservative industry standard used
for complex construction projects.®* The cost estimate is $442 million under the P(95) standard,
which is highly conservative, assuming 95% of project risks break against the project.®> Each is
under the state cost cap.

Under the P(80) standard, the Renewal Corporation has $16.3 million as cash reserve
relative to its cost cap, along with $62.8 million as a risk contingency.®® Under the P(95) standard,
the Renewal Corporation has $8 million as a cash reserve, along with $7.4 million as a risk
contingency.%” As planning proceeds to GMP (February 2020), and if provided contingencies do
not materialize, the corresponding financial benefit of greater certainty would be an increase in cash
reserves. Thus, up to $27.7 million P(80) or $ or $31.6 million P(95) will possibly move from
contingency to cash reserve when this milestone is achieved.®®

Despite cost inflation, the updated estimate is roughly $43 million less than the estimate in
Appendix P of the Definite Plan. This is a result of risks being retired (e.g., risks related to
engaging a Progressive Design-Build contractor), better defined as to probability (e.g., risks
associated with wildfire), or assigned (e.g., risks to be assigned to RES), in various combinations.®

V. Additional Matters Raised by January 23, 2019 Letter Order

0 Report no. 1 at 8-11.

6] AECOM, Amended Estimate of Project Costs Report, Attachment E, “Cost Overview” at 2.

62 Amended Estimate of Project Costs Report at 26. See June 23, 2017 AIR Response at pp. 13-14; Dec. 4, 2017
AIR Response, Item 1.

o3 Cost Overview at 2.

o4, Amended Estimate of Project Costs Report at 63. See December 4, 2017 AIR Response, item 6.
83 Cost Overview at 2.

o Id.

o7 Id

o8 Id até.

o Id ats5.
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The January 23, 2019 Letter Order raises two additional matters. First, the Commission
asked about the implications if hatchery facilities capable of meeting the mitigation requirements of
the KHSA are not operational by the time of removal of the Iron Gate Dam.” Removal of the Iron
Gate Dam will not commence unless and until a hatchery facility capable of meeting the mitigation
requirements of the KHSA is operational. This requirement is reflected in the Definite Plan and
will be proposed as a condition of any license surrender order.

Second, the Commission asked for verification that the action proposed for the
Commission’s approval is full removal of the dams of the Lower Klamath Project. The Renewal
Corporation verifies that. The “Full Removal” scenario described in the Amended Estimate of
Project Costs Report is the proposed action. The “Partial Removal” alternative is proposed in the
Definite Plan primarily for purposes of environmental review by all state and federal agencies. For
instance, in its final water quality certification, ODEQ included a condition that the Renewal
Corporation may submit a “Remaining Facilities and Operation Plan” after license surrender and
before initiating the proposed action.”! The Renewal Corporation expects the California SWRCB
may provide similar authorization, subject to the Commission’s oversight.”? KRRC will comply
with those requirements by identifying Project facilities that will not be removed or modified and
including appropriate mitigation measures, if and as determined by the Commission.

VI. Sequence and Proposed Schedule

PacifiCorp and the Renewal Corporation requested that the Commission act on the License
Amendment and Transfer Application before the license surrender application. This is to assure
that the Renewal Corporation would be the sole licensee for license surrender, if both applications
are approved.” Further, the joint applicants requested that the Commission allow the Renewal
Corporation an extended period of 6 months after the order approving license transfer to submit
proof of acceptance of license transfer.”* While the Renewal Corporation initially sought action on
the License Amendment and Transfer Application by December 2017, it subsequently withdrew
that request in light of the time needed for complete responses to the information requests related to
its financial capacity.”

As the Commission has noted, the KHSA establishes a target date of December 31, 2019 for
actions on both applications.”® KRRC’s implementation of the KHSA is time sensitive. While

7 January 23, 2019 Letter Order at 3.

4 ODEQ, 401 Certification at 6.

12 SWRCB, Draft 401 Certification at 28.

i “Notice of Applications Filed with the Commission” (Nov. 10, 2016), FERC Accession no. 20161110-3055 at

paragraph (k); “Notice of Application for Amendment and Transfer of License and Soliciting Comments, Motions to
Intervene, and Protests” (Oct. S, 2017), FERC Accession no. 20171005-3019, paragraph (o).

L License Amendment and Transfer Application at 18.

2 December 3, 2017 AIR Response at 14 (item 14).

e October 5,2017 AIR at 6-7 (item 14).

145038285.5
Perkins Coie LLP



20190729- 5039 FERC PDF (Unofficial) 7/29/2019 10:58:40 AM

July 29, 2019
Page 17

securing an order on surrender by that date is no longer feasible, the Renewal Corporation
respectfully proposes the following schedule for both proceedings.

A. Proposed Timeline

In entering into the KHSA, the parties concluded “that decommissioning, and removal of the
[Lower Klamath Project] will help restore Basin natural resources, including anadromous fish,
fisheries and water quality,” as an “important part of the resolution of longstanding, complex, and
intractable conflicts over resources in the Klamath Basin.””’ The KHSA secures critical benefits for
the states of California and Oregon and their citizens, PacifiCorp and its customers, tribal nations,
local governments, non-governmental organizations, irrigators, and other interested parties. The
KHSA establishes “target” dates of January 1, 2020 for start of Facilities Removal, and December
31, 2020 for completion “at least to a degree sufficient to enable a free-flowing Klamath River
allowing volitional fish passage.”’® The agreement also contemplates the possibility of an extended
schedule if necessary to secure regulatory approvals or for other reasons.”

The Renewal Corporation respectfully requests that the Commission act on the license
transfer and surrender applications, so that the Renewal Corporation (if authorized to proceed) may
complete Facilities Removal by December 2022. That target date requires the start Facilities
Removal and the commencement of pre-drawdown actions no later than May 2021.

m KHSA Section 1.1 “Recitals.”
® KHSA section 7.3.1
79 KHSA section 7.3.6. Among other things, starting Facilities Removal after December 31, 2020 avoids a

payment of $27 million to PacifiCorp, as “Required Additional Value to Customers,” associated with the January 1,
2020 target. KHSA section 7.3.3.
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Proposed Timeline for KRRC’s Actions Related to Facilities Removal

Date | Event Explanation
February 2020 Execution by the Renewal
Corporation of GMP
amendment to Project
Agreement; negotiated
instruments for bonding and
indemnification consistent
with Amended Risk
Management Plan.
May - December 2021 Pre-drawdown construction These actions include:
actions. replacement of Yreka water
system, hatchery modification,
access improvements, and
flood control improvements.
These actions will require a
seven-month period.

January — March 15, 2022 Reservoir drawdown. Drawdown must occur during
this limited period in order to
protect fishery resources.®!

Mid-March - December 2022 | Construction and mitigation The Renewal Corporation will

actions. complete these actions in an
eight-month period following
reservoir drawdown.®?

B. Action on License Transfer

The License Amendment and Transfer Application was filed with the Commission on
September 23, 2016.8* Over the ensuing period, the Renewal Corporation has provided the

% Definite Plan at 221.

il Id at 81.

82 Id. at 305.

5 The License Amendment and Transfer Application seeks to remove PacifiCorp as licensee of the Lower

Klamath Project, with KRRC as the sole licensee for the purpose of dam removal. As the Commission recognized in
the License Amendment Order, the KHSA “provides that PacifiCorp will not be a co-applicant or co-licensee for the
Renewal Corporation’s surrender application.” PacifiCorp, 162 FERC § 61,236, at § 14 (2018). While the Commission
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Commission with detailed information regarding its legal, technical and financial capacity to
assume the obligations of licensee of the Lower Klamath Project;3* responses to AIRs from
Commission Staff ;3% responses to information requested in the License Amendment Order;%¢ and
responses to BOC Report no.1¥” and its Supplemental Report no. 1. With this filing, the joint
applicants have responded to all questions and recommendations received from the Commission
and the BOC. Moreover, the Commission is informed by numerous interventions and public
comments, both in favor of and in opposition to this application, that collectively augment the
record of this proceeding.

Accounting for preparatory activities and the window for reservoir drawdown (January 1 to
March 15 in a given year), the Renewal Corporation must start work in May 2021 if Facilities
Removal is to be complete in 2022. In order to maintain this schedule, the Renewal Corporation
respectfully requests that the Commission act on this application as soon as possible and turn its
attention to the surrender application.

As acknowledged in the License Amendment and Transfer Application, Section 7.1.4. of the
KHSA includes specific preconditions to Renewal Corporation’s acceptance of license transfer.®®
Further, the Commission has recognized that approval of license transfer could include conditions
subsequent. “If the Commission approves the [license] transfer, the approval order will specify
what information PacifiCorp and the Renewal Corporation will need to provide and any conditions
that will need to be satisfied before the transfer can take effect. After receipt of any additional
information and satisfaction of conditions, FERC would issue a notice that the transfer is
effective.”®’

Acceptance of license transfer is subject to a standard condition that the transferee must hold
fee title to the properties under the license. PacifiCorp will transfer and the Renewal Corporation
will accept fee title to the properties that comprise the Lower Klamath Project, once the Renewal
Corporation meets the requirements of KHSA section 7.1.4 and 7.6.4.D for protection of the States
and PacifiCorp.

C. Commencement of License Surrender Proceeding

In its October 5, 2017 notice related to the license transfer, the Commission stated: “We are
not requesting comments at this time on the surrender application. After receiving the applicants’
supplemental filing regarding a decommissioning plan, the Commission will issue a notice
requesting comments, protests, and motions to intervene in that proceeding.”°

correctly noted that the KHSA provides for a co-licensee arrangement upon mutual agreement, see id.; KHSA
sectlon 7.1.7(A), such proposal is not before the Commission for the purpose of dam removal.
FERC Accession no. 20170301-5273.

85 = FERC Accession nos. 20170623-5103 and 20171204-5131.
e FERC Accession nos. 20180629-5017 and 20180629-5018.
Z FERC Accession no. 20181213-5050.

- License Amendment and Transfer Application at 18.

8 FERC Accession no. 20180522-3002, Attachment A, item 4.
=0 FERC Accession no. 20171005-3019, paragraph o.
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The Renewal Corporation has filed the Definite Plan, now amended with respect to the
Estimate of Project Costs Report and the Risk Management Plan in the License Amendment and
Transfer proceeding. In order to maintain the aforementioned schedule, and if the Commission
does not have further AIRs regarding license transfer, the Renewal Corporation will file the Definite
Plan in the surrender proceeding and respectfully requests that, upon receipt of this filing, the
Commission Staff proceed with its notice and pre-decisional steps related to license surrender,
including environmental review. This would be consistent with the Commission’s May 22, 2018
letter order, which provided: “If the Commission approves the transfer, FERC will issue a public
notice of the surrender application, soliciting comments, interventions, and protests.”®! This would
be helpful to the determination under KHSA section 7.1.4, as the basis for the Renewal
Corporation’s acceptance of license transfer.

Over the course of the [due-diligence period related to the Project Agreement and Liability
Transfer Corporation], KRRC will continue to pursue and assess the terms and conditions of
all necessary permits and approvals to implement the Definite Plan. This includes, without
limitation, pending Water Quality Certifications, Endangered Species Act and National
Historic Preservation Act consultations, and other regulatory requirements that are likely to
influence or be embedded in FERC’s surrender order. KRRC will assess the terms and
conditions to be required by FERC in its surrender order to comply with the Federal Power
Act, looking specifically to guidance provided by the BOC. The primary objective of these
inquiries is to ascertain any potential inconsistencies of these regulatory requirements with
the KHSA before KRRC’s acceptance of the license transfer. The KRRC will keep
PacifiCorp and the States informed about the status of these efforts.

Upon completion of its due diligence, KRRC will inquire of PacifiCorp and the States as to
satisfaction with the progress in obtaining permits and approval.

PacifiCorp’s and the States’ assessment of this precondition will be iterative. PacifiCorp
will consider, among other things, the status of permitting processes including feedback
from permitting authorities, feedback from the BOC, best utility practices, and PacifiCorp’s
experience with dam removal projects.”?

VII. Conclusion

The Renewal Corporation has demonstrated that it has the legal, technical, and fiscal
capacity to become licensee for the Lower Klamath Project, and that license transfer is in the public
interest. The Renewal Corporation respectfully requests that the Commission approve the License
Amendment and Transfer Application and take the further steps proposed above to act on the
license surrender application.

L FERC Accession No. 20180522-3022, Attachment A item 4.
% June 28, 2018 AIR Response, Exhibit A item 5(b).
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Sincerely,

LA A S A

Markham A. Quehrn

Laura G. Zagar

Perkins Coie LLP

Attorneys for Klamath River
Renewal Corporation

Attachments
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CC:

Board of Consultants, Supplemental Report no. 1 (July 29, 2019) and Response of Renewal
Corporation

AECOM, Amended Risk Management Plan (July 2019)

Qualifications of Kiewit Infrastructure West Co.

Letter from Jamie Wisenbaker, Senior Vice President, Kiewit Infrastructure West Co. to
Laura Hazlett, Chief Financial Officer, Klamath River Renewal Corporation (July 19, 2019).
“Project Agreement for Design, Construction, Demolition and Habitat Restoration Services
in Connection with the Lower Klamath River Project Dams between The Klamath River
Renewal Corporation and Kiewit Infrastructure West Co.” (April 24, 2019)

Hawkins Delafield & Wood, “Report on Risk Mitigation and Insurability for the Klamath
Restoration Project” (November 13, 2015)

Parent Company Guaranty

Qualifications of Aon Risk Insurance Services West, Inc.

Qualification of Resources Environmental Solutions, LLC

RES, Summary of Risk and Liability Transfer Approach (July 12, 2019)

AECOM, Amended Estimate of Project Costs Report (July 2019)

Extensions of Funding Agreements

Lower Klamath Project Independent Board of Consultants
Douglas Johnson, (D2SI) Portland Regional Engineer
Service List (FERC No. 2082-062 and 14803-000)
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BOARD OF CONSULTANTS
Lower Klamath Project

July 29, 2019

Mr. Mark Bransom

Klamath River Renewal Corporation
423 Washington St. 3™ Floor

San Francisco, CA 94111

Re: Letter Report; Supplement to Board of Consultants Mtg. No. 1
Lower Klamath Project FERC Nos. P2082, P-14803
Klamath River Renewal Corporation

Dear Mr. Bransom,

The Independent Board of Consultants (BOC) for the review of the Lower Klamath Project (Project)
respectively submits the following Supplement to Board of Consultants Mtg. No. 1 Letter Report.

INTRODUCTION

The Board of Consultants (BOC) submitted a Letter Report, Board of Consultants Meeting No. 1
(Report No. 1) to the Klamath River Renewal Corporation (Renewal Corporation) on December 10,
2018. Report No. 1, provided as Appendix A, presents the BOC'’s initial assessment of the proposed
Project and the Renewal Corporation’s financial ability to complete the process, including the
additional information required in the Appendix to the Commission’s March 15, 2018 order (Federal
Energy Regulatory Commission’s May 22, 2018 letter to the Renewal Corporation).

This report supplements the findings, conclusions and recommendations presented in Report No. 1.
Since Report No. 1, the following significant changes to the Project development have occurred:

e The Renewal Corporation has entered into a Progressive Design Build (PDB) agreement with
Kiewit Infrastructure West Co. (Kiewit) to perform the Preliminary Services phase of the
Project; and

e The Renewal Corporation has entered into negotiations with Resource Environmental
Solutions (RES) to assume the role as the Liability Transfer Corporation (LTC).

More importantly, the Renewal Corporation continues to dialogue with PacifiCorp and the States of
California and Oregon (States) to come to an agreement on what constitutes an acceptable “real”
and “feasible” indemnification limit which satisfies the requirements of paragraph 7.1.3 of the
Klamath Hydroelectric Settlement Agreement (KHSA) dated February 18, 2010 as amended April 6,
2016 & November 30, 2016.
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Subsequent to the submittal of Report No. 1, the BOC obtained additional information from the
Renewal Corporation and participated in a number of informal meetings with the Renewal
Corporation and their consultants to further clarify our understanding of the Renewal Corporation’s
financial ability to complete the Project in accordance with the requirements of the Federal Energy
Regulatory Commission’s (FERC) Federal Power Act (FPA) and the KHSA. The informal meetings
focused on reviewing and assessing the ability of the Renewal Corporation to secure adequate
funding for the removal of the dams, identify and manage risks, obtain appropriate levels of
insurance, and meet the indemnification requirements in the KHSA.

The informal meetings consisted of the following:

e Review of Intermediate Cost Estimate Review — 2nd Readout, March 14, 2019;
e Review of Draft Project Agreement, March 25, 2019;

e AON'’s Preliminary Risk and Insurance Recommendations, May 2, 2019;

e RES’s Liability Transfer Corporation (LTC) Approach, June 6, 2019;

e Review of Liability Transfer Plan, July 9, 2019; and

e Revised Cost Estimate Read-Out, July 9, 2019.

The BOC prepared memoranda summarizing the results of each of the six informal meetings. The
informal meeting memoranda are provided as Appendix B.

REVIEW DOCUMENTS

The Renewal Corporation provided the BOC with a number of additional documents in advance of
the informal meetings, as well as in response to requests from the BOC. Appendix C presents a list of
the review documents provided by the Renewal Corporation.

REFERENCE LIBRARY

During the preparation of this report, a number of additional references were either obtained
through the Renewal Corporation, or were provided by the BOC to Renewal Corporation for
consideration:

1. Hydrology, Hydraulics, and Sediment Transport Studies for the Secretary’s Determination on
the Klamath River Dam Removal and Basin Restoration, Klamath River, Oregon and California
Mid-Pacific Region, U.S. Department of the Interior, Bureau of Reclamation, April 2011.

2. Flood Insurance Study, Siskiyou County, California and Incorporated Areas, Flood Insurance
Study Number 06093CV000a, Federal Emergency Management Agency, Effective January 19,
2011

3. Klamath Dam Removal Drawdown Scenario 8: Potential Impacts of Suspended Sediments on
Focal Fish Species with and without Mechanical Sediment Removal Final Technical
Memorandum, Stillwater Sciences, April 2011

4. Emergency Action Plan, Klamath Hydroelectric Project (FERC No. P-2018), PacifiCorp Hydro
Resources, December 2018
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5. J.C. Boyle Development, Klamath River Project, Supporting Technical Information Document,
PacifiCorp, April 2015

6. Copco 1 Development, Klamath River Project, Supporting Technical Information Document,
PacifiCorp Energy, April 2015

7. Iron Gate Development, Klamath River Project, Supporting Technical Information Document,
PacifiCorp Energy, April 2015

8. Dams Sector, Estimating Economic Consequences for Dam Failure Scenarios, Homeland
Security, September 2011

9. Various references illustrating the consequences resulting from historic dam failures and
removals

UNDERSTANDING OF THE ASSIGNMENT

The FERC requested the BOC's review of the adequacy of cost estimates, insurance, bonding, and the
overall financial resources available to implement the Definite Plan. Additionally, in the Appendix to
the Commission’s March 15, 2018 order (per FERC's May 22, 2018 letter to the Renewal
Corporation), information is specifically required regarding the following:

a) A detailed explanation of how the Renewal Corporation would provide or obtain the
necessary funds to operate the Lower Klamath Project if the surrender is not approved
before the expiration of the California and Oregon Funding Agreements and the California
Bond Measure,

b) A detailed explanation of how the Renewal Corporation would provide or obtain the
necessary funds to decommission and remove the Lower Klamath Project facilities in the
event that funds equal to or greater than the maximum cost estimate for the full removal
alternative are required, and

c) A detailed explanation of how operation and maintenance of the Lower Klamath Project will
continue in the event the surrender is denied.

The BOC submitted Report No. 1 to Mr. Mark Bransom on December 10, 2018. Report No. 1
presented the BOC's findings, conclusions and recommendations regarding the five specific questions
posed in the FERC letter to the Renewal Corporation dated March 15, 2018.

The five specific questions for BOC review were:

e Question 1 — The updated maximum and probable cost estimate, and probability that each
will occur;

e Question 2 —The updated project contingency reserve based on updated project costs;

e Question 3 — The types and amounts of insurance policies and surety arrangement
anticipated to be secured by Renewal Corporation;

e Question 4 —The risk register and risk management plan; and

e Question 5 — The adequacy of funds and the funding mechanisms described in the data
package.
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In the months following the submittal of Report No. 1, the Renewal Corporation has made significant
progress in addressing each of these five questions posed by the FERC. It is during the interim the
BOC has obtained and evaluated additional information provided by the Renewal Corporation to
update the BOC's findings, conclusions and recommendations presented in Report No. 1.

The BOC's update of the Report No. 1 findings, conclusions and recommendations follow.
FINDINGS

Question 1 — The updated maximum and probable cost estimate, and the probability that
each will occur

The BOC has reviewed:

1. The Definite Plan — Appendix P Cost Estimate published by the Renewal Corporation in June
2018. A 1% Readout with the BOC was conducted by the Renewal Corporation (AECOM) in
Denver during the month of November 2018,

2. A revised Appendix P Cost Estimate published in February 2019, with a 2" Readout to the
BOC in March 2019, and

3. The most recent Cost Estimate published in July 2019 with a 3™ Readout to the BOC
performed in July 2019.

The July 2019 Cost Estimate presents the Total Project Cost for Full Removal, at the P80 confidence
level at $433,648,000, including contingency. Current available funding for the Project stands at $450
million.

During the 1* and 2" Readouts of the Cost Estimate, the BOC together with Renewal Corporation
(AECOM) thoroughly vetted the Cost Estimates means, methods, sequencing, work breakdown
structure and cost development strategies. From each of the 1* and 2™ Readout sessions, the BOC
provided the Renewal Corporation (AECOM) with written comments regarding opportunities for
improvement (OFIs) in the Cost Estimate that would heighten the BOC's confidence in the quality of
the estimated cost outcomes. With no remarkable exceptions, the Renewal Corporation (AECOM)
addressed, to the satisfaction of the BOC, each of the BOC's identified OFIs for the Cost Estimate.

Subsequent to the 3™ Readout (that associated with the July 2019 Cost Estimate publication), the
BOC has produced an Informal Meeting Report Memorandum that summarizes the findings of its
involvement in the Cost Estimate — 3rd Readout. This memorandum is included in Appendix B-6 of
this Supplement to Board of Consultants Mtg. No. 1.

Renewal Corporation and their team have worked diligently to understand probable costs and risks
to the Project, and to further the project risk management strategy. While numerous changes have
been made to the various cost categories within the Cost Estimate since first published in June 2018,
the overall estimated cost of the project has remained within the $450 million “state cost cap.” It is
the BOC'’s opinion that the Renewal Corporation has made significant progress since June 2018 in
developing a realistic, rational and sound maximum and probable Cost Estimate for the Work.
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The BOC, under FERC Letter of May 22, 2018 has been assigned, in part, to undertake the following
inquiry:

Review of adequacy of available funding and reasonableness of updated cost estimates for the most
probable cost and maximum cost for the Full Removal alternative, and the assumptions made to
calculate those estimates;

The BOC's position is that the July 2019 Cost Estimate has been assembled, compiled and
independently vetted (quality assurance processes) consistent with industry standards. Costs and
contingencies appear to be reasonable and have a high likelihood of being adequate given the PDB
contracting model, the choice of a proven, competent contractor and proposed Risk Management
Plan. Ultimately, the Contractor’s assessment of cost and resultant Guaranteed Maximum Price
(GMP) along with the confirmation of other cost elements will determine the adequacy of the current
level of Project funding.

It is the BOC's understanding that the GMP, LTC Agreement, other stakeholder agreements, total
cost, contingency and risk evaluation will likely come together at a common point in time, targeted
currently to be during the first quarter of 2020.

Question 2 — The updated project contingency reserve based on updated project costs

An updated Monte Carlo analysis was completed based on current risk understandings, and a P80
level of certainty has been included in the 3rd Readout of the Cost Estimate. The Project Contingency
identified in the July 2019 Cost Estimate stands at $62 million.

The Renewal Corporation has further developed the Draft Amended Risk Management Plan (July 2,
2019; Risk Management Plan) for the Project. The BOC's review of the Risk Management Plan shows
that certain specifics of the plan remain a work in progress, as some uncertainty still needs to be
addressed. When taken in the context of the development of the Risk Management Plan and Kiewit's
GMP, the level of contingency carried in the July 2019 Cost Estimate is within industry standards for
such a project.

On a related note, the BOC notes that the Renewal Corporation (AECOM) has divided the Project
contingency into three (3) major categories:

1. Estimate Uncertainty
2. Pre-GMP Contingency
3. Post GMP Contingency

While this categorical approach to developing assessments may be useful in defining and establishing
the various contingent funds given the Project’s timelines and under a Monte Carlo methodology, it is
the BOC’s understanding that the Project will maintain the full level of contingency money (no partial
retirement of funding) past the Estimate Uncertainty and Pre-GMP milestones. It is the BOC's further
understanding that the contingency is intended to fund the cost of residual lawsuits and claims that
are not addressed by insurance, contractual indemnification or the LTC. As such, some portion of the
contingency should remain intact for some time after Project completion.
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The BOC recommends the contingency be re-assessed once the final GMP is identified, LTC terms,
conditions and costs are established, and assignment/mitigation strategies for the remaining risks are
addressed.

Question 3 — The types and amounts of insurance policies and surety arrangements
anticipated to be secured by the Renewal Corporation

The BOC review of the Risk Management Plan is not intended to represent a risk assessment of the
Project. Instead, it is intended to assess the overall approach taken so far to identify and manage
risks associated with the Project. It is recognized that the Risk Management Plan must address the
requirements of the KHSA, specifically Appendix L — DRE and Contractor Qualifications, Insurance,
Bonding, and Risk Mitigation Requirements.

a.

The BOC finds that the types of insurance policies and bonds identified in the Risk
Management Plan and the anticipated insured limits of liability are appropriate for a project
of this type, size and duration. For the reasons cited in the BOC'’s letter report {(December 10,
2018) and AON's Risk and Insurance Draft Due Diligence Report {July 2, 2019), transition from
an Owner Controlled Insurance Program (OCIP) to a Contractor Controlled Insurance Program
(CCIP) for Commercial General Liability, Excess Liabilty and  Workers
Compensation/Employers Liability (as recommended in the Risk Management Plan) is viewed
positively by the BOC.

One change in the Renewal Corporation recommended insurance program is to allow Kiewit
to use its corporate Professional Liability insurance policy to satisfy insurance requirements
in this area, in lieu of a project-specific policy. This results in an estimated savings of
approximately $2 million in costs. It is the BOC's understanding that Kiewit's corporate
insurance policy limits of liability apply to all Kiewit projects collectively and not just for the
Project. The BOC suggests that one area that should be explored, prior to the time a
guaranteed maximum price is negotiated, is for Renewal Corporation to obtain and evaluate
the merits of an insurance proposal for an Owners Protective Professional Indemnity (OPPI)
insurance policy. An OPPI is intended to provide coverage to Renewal Corporation for
damages that exceed the professional liability insurance maintained by the Kiewit and its
design team. An OPPI does not insure Kiewit or its subcontractors or sub-consultants.

The Renewal Corporation recommended a Project Insurance Program and the construction
insurance requirements under the PDB contract are a work in progress. The BOC
recommends it review future iterations of these items, and in particular: (1) the program
structure, (2) the scope and level of protection afforded to the Renewal Corporation,
PacifiCorp and the States, and (3) the responsibility for deductibles and other forms of
retention.

The previous Cost Estimate did not include line items for project-specific insurance policies or
the estimated cost for an LTC. The estimated cost for these two items were included within
the “Design & Construction Contingency” line item (set forth in Table 1 on page 64, Appendix
P of the Definite Plan dated June 2018). The estimated costs of these items have been
removed from this line item and are segregated in the updated July 2019 estimate (Appendix
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P). The current cost estimate for the combined LTC and Local Impact Mitigation Fund is
$35,730,000, and Project insurance is estimated at $6,989,000.

Question 4 — The risk register and risk management plan

A risk register is a tool that project teams use to identify, assess, address and document risks
throughout the project. It is a living document and is subject to frequent revisions throughout the
life of the project. The latest iteration of the Risk Register appears as Attachment A to the Risk
Management Plan. The BOC notes that the Risk Register was updated in general and reformatted to
include keys at the top of the columns which identify and describe the inputs. In addition, “Risk Costs
Coverage” columns were added to identify primary and secondary contingency carriers. These are all
positive developments. However, the BOC suggests that the Risk Register be updated monthly.

The updated Risk Management Plan incorporates new components. The Renewal Corporation has
received a proposal from RES to address specified risks not covered by insurance or contractual
indemnification. These include (1) certain natural resources risks, (2) cultural resources risks, and (3)
specific property damage related risks arising without fault of Kiewit (e.g., flooding of downstream
properties, sediment impacts on downstream infrastructure and impacts to groundwater wells). For
the first two categories, RES would indemnify the Renewal Corporation, PacifiCorp and the States
against damage claims through an indemnity agreement. The latter category of risks would be
addressed through implementation of a “Local Impact Mitigation Fund” (Fund). This Fund, the cost
of which is included in the LTC estimate, would be administered by an independent third party
following an agreed upon methodology for compensating impacted parties. The Renewal
Corporation has acknowledged that participation in the Fund will be voluntary and that there is
potential for litigation outside the Fund.

The RES proposal/LTC structure is in the early stages. The scope, terms and cost will be refined
during negotiations as more information becomes known. The BOC understands that the contract
between RES and the Renewal Corporation will be developed by the time the GMP is determined in
the first quarter of 2020.

The Renewal Corporation acknowledges that not every identified risk will be addressed by insurance,
contractual indemnification or the LTC. For instance, there may be legal claims such as those which
allege lost profits or other economic losses suffered by persons or businesses, loss of property taxes,
impacts on energy prices or complaints involving water quality. In addition the Renewal Corporation
will retain the risk of delays caused by (1) “Uncontrollable Circumstances” (as defined in the PDB
contract), (2) work scope changes directed by the Renewal Corporation, and (3) the inaccuracy of any
reliance document provided by Renewal Corporation to Kiewit that formed the basis of the
decommissioning plan and that could not be reasonably verified by Kiewit. Many of these risks are or
will be incorporated in the Risk Register and risk management mitigation tools will be identified. The
BOC recommends that the Renewal Corporation continue to work with PacifiCorp and the States to
define the scope, level and term of indemnification that is currently set forth in the KHSA Appendix L.
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Question 5 — The adequacy of funds and the funding mechanism described in the data
package

The BOC understands that Renewal Corporation will have three sources of funding for
decommissioning, removal, and habitat restoration of the Lower Klamath Project, totaling $450
million:

s 5184 million from the Oregon Customer Surcharge;
e $16 million from the California Customer Surcharge; and
e $250 million from the California Bond Measure.

These funds, known collectively as the “state cost cap,” are stated to be the maximum monetary
contributions available from the States.

As detailed in questions 1 through 4, the Renewal Corporation has worked diligently to refine cost
estimates and identify tools that will help assure that the Project can be completed within the state
cost cap. As stated by the Renewal Corporation, “The financial capacity of the Renewal Corporation
is an integrated package consisting of: (1) $450 million in committed funding; (2) use of PDB contract
to assure a single point of accountability; (3) engagement of best-in-industry project team; (3)
requirement of a GMP before the Renewal Corporation’s acceptance of license transfer; (4)
insurance, bond, and indemnity program that provides many hundreds of millions of dollars of risk
protection; and (5) a project cost estimate at the industry standard P(80) level that includes a
contingency reserve currently estimated at $62 million.”

The draft Plan B text provided by Renewal Corporation on July 7, 2019 asserts that the “States and
PacifiCorp must agree to the sufficiency of the financial capacity before construction begins, but after
all permits are obtained, all conditions are known, and uncertainties around pricing and design are
resolved.” The BOC concurs that this integrated package appears to reduce the Project risk of
exceeding the state cost cap. However, the BOC still awaits Kiewit’s GMP and the RES agreement,
which will have great bearing on this question. Both milestones are anticipated in the first quarter of
2020. The BOC encourages the Renewal Corporation to continue refining the Definite Plan, including
Plan B.

The draft “Plan B” language provided by the Renewal Corporation provides a list of options that could
be undertaken if the financial capacity of Renewal Corporation is not sufficient to complete the
Project. These are:

a. Contract stripping and value engineering;

b. Seek and obtain additional funds from third parties per the KHSA;

c. Seek philanthropic contributions; and/or

d. Accruing interest on the customer funds in excess of the $28 million assumed in the cost cap.

These items are certainly possible options provided by the draft of Plan B.
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Renewal Corporation’s “Plan B” will also rely, if necessary, on the use of Section 7.3.8 B. (see below)
of the KHSA to work with PacifiCorp, the States, and other signatories to identify and seek additional
funding should the project costs exceed the state cost cap.

7.3.8 B. Third Party Funding

The Parties agree to work jointly to identify potential partnerships to supplement funds
generated pursuant to this Settlement. Such third-party funds may be employed to acquire
generation facilities that can be used to replace the output of the Facilities, to fund aspects of
Facilities removal, or for other purposes to achieve the benefits of this Settlement.

The BOC understands that, while the Renewal Corporation has initiated conversations with potential
additional funding sources, it has not entered into any formal agreements with such third-party
funding entities.

During an informal meeting call on July 22, 2019, Renewal Corporation arranged for representatives
from the States of California Department of Natural Resources and Oregon Department of
Environmental Quality to offer input on Plan B. While the States could not guarantee additional
funding, they did indicate broad support in the state governments for the completion of the project.

The BOC also notes that Renewal Corporation shared a copy of a letter from Kiewit dated July 19,
2019, stating that Kiewit believes the design and construction can be completed within Renewal
Corporation’s overall proposed budget.

CONCLUSIONS

In summary, it is the BOC’s opinion that Renewal Corporation has made good progress, is using
reasonable approaches, and is using a qualified team to estimate Project costs, including those for
potential risks. While not likely based on updated analyses, the BOC at this time cannot rule out the
possibility of the Project exceeding the state cost cap. There is still the GMP to be factored in, and
like all large projects, there are natural and man-caused circumstances that cannot be foreseen
which would also increase the final Project cost.

The BOC opines that the Renewal Corporation has made real progress toward demonstrating, with a
high degree of confidence, that the Project can be completed within the state cost cap. This high
degree of confidence is contingent on successfully accomplishing the GMP, RES contract and Plan B
milestones.

RECOMMENDATIONS
The BOC presents the following recommendations:

1. The BOC recommends that the contingency be re-assessed once the final GMP is identified,
LTC terms, conditions and costs are established, and assignment/mitigation strategies for the
remaining risks are addressed.

2. The BOC recommends that the BOC reviews future iterations of the Project Insurance
Program and PDB contract insurance requirements.
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3. The BOC recommends that the Risk Register be updated monthly.

4. The BOC recommends Renewal Corporation continue to work with PacifiCorp and the States
to define the scope, level and term of indemnification that is currently set forth in the KHSA
Appendix L.

5. The BOC recommends that further refining of “Plan B” continue.
NEXT MEETING
To be determined.
CLOSURE

The BOC respectfully submits the Supplement to Meeting No. 1 Letter Report providing our findings,
conclusions and recommendations addressing the questions raised regarding Renewal Corporation’s
capacity to realize the Lower Klamath Project.

Yours sincerely,

Moyl e

Fdovenn Hrartn
MaryLouise Keefe Steve Coombs
James Borg Craig Findlay

Dan Hertel Ted Chant
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BOARD OF CONSULTANTS
Lower Klamath Project

December 10, 2018

Mr. Mark Bransom

Klamath River Renewal Corporation
423 Washington St. 3rd Floor

San Francisco, CA 94111

Re: Letter Report; Board of Consultants Mtg. No. 1,
Lower Klamath Project FERC Nos. P-2082, P-14803
Klamath River Renewal Corporation

Dear Mr. Bransom,

The Independent Board of Consultants for the review of the Lower Klamath Project respectfully submits
the following Report No. 1.

INTRODUCTION

A Board of Consultants (BOC) was convened to review and assess the aspects related to the proposed
Lower Klamath Project (Project) and the financial ability of the Klamath River Renewal Corporation
(Renewal Corporation) to complete the process, including the additional information required in the
Appendix to the Commission’s March 15, 2018 order (per FERC’s May 22, 2018 letter to the Renewal
Corporation).

This letter report presents our Findings, Conclusions and Recommendations following our first BOC
meeting of October 24, 2018, as well as our informal meeting and site visit of October 23, 2018. This
includes our review of the materials and correspondence provided by the project team and by Renewal
Corporation regarding the ongoing studies for the proposed removal and restoration associated with the
Lower Klamath Project comprised of J.C. Boyle, Copco 1, Copco 2, and Iron Gate Hydroelectric Projects
(FERC No. P-14803).

BOC Meeting No. 1 primarily addressed the anticipated transfer of these dam and hydropower facilities
from current owner PacifiCorp to Renewal Corporation. Matters addressed included the Definite Plan, the
feasibility and cost associated with the Definite Plan, as well as the capacity of Renewal Corporation to
accept transfer of license from PacifiCorp.

Subsequent to the meetings of October 23 and October 24, AECOM representatives met with BOC
members Ted Chant and Dan Hertel in Denver, CO. Additionally, separate conference calls were held
between BOC member Steve Coombs and (1) Seth Gentzler (AECOM); (2) representatives from Renewal
Corporation, Hawkins, Delafield & Wood LLC, and Willis Towers Watson (Willis) and (3) Charlie Cantwell
(willis).
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REVIEW DOCUMENTS

In advance of the informal meeting, site visits and initial BOC meeting, the Renewal Corporation provided
the BOC with a number of documents for review, including the following:

1. Definite Plan with Appendices A through Q (with specific attention to Appendix A “Risk
Management Plan” and Appendix P “Estimate of Project Cost Report”);

2. Klamath River Renewal Corporation Informational Filing in Support of Joint Application for
License Transfer and License Amendment, dated March 1, 2017 (with specific attention to pp. 5-
8 “Technical Capacity,” pp 8-14 “Financial Capacity,” and the attachments referenced therein);

3. Response to April 24, 2017 Additional Information Request, dated June 23, 2017 {(with specific
attention to Renewal Corporation Response Nos. 1, 2.B., 3, 6.B. and 10, and the exhibits
referenced therein);

4. Response to October 5, 2017 Additional Information Request, dated December 4, 2017 (with
specific attention to Renewal Corporation Response Nos. 1, 2,3, 5, 6, 7, 8, 9, 10, 11, 12, and 13,
and the exhibits referenced therein);

5. Appendix L to Amended Klamath Hydroelectric Settlement Agreement (KHSA);

6. KRRC “Reference Library” of associated documents, including FERC Additional Information
Requests (AIRs) and Responses, Construction Photographs, KHSA, and various agreements.

Additional information pertinent to the assignment was subsequently provided by Renewal Corporation
through BOC requests.

REFERENCE LIBRARY
During the BOC review, a number of additional references were provided by Renewal Corporation:

FERC Additional Information Requests and Renewal Corporation Responses
Final Oregon Clean Water Act Section 401 Certification
Draft California Clean Water Act Section 401 Certification
State Water Resources Control Board California Environmental Quality Act Scoping Report
PacifiCorp Design or As-built Drawings (CEll)
Available Dam Inspection Reports (CEIl)
Available Support Technical Information Documents (STID, CEIl)
Dam Construction Photos
Amended Klamath Hydroelectric Settlement Agreement
. Renewal Corporation Funding Agreements
. U.S. Department of Interior, 2012 Environmental Impact Statement
. U.S. Department of Interior, Klamath Dam Removal Overview Report for the Secretary of the
Interior
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UNDERSTANDING OF THE ASSIGNMENT

This letter report presents the BOC's findings, conclusions and recommendations regarding the five
specific questions posed in the FERC letter dated March 15, 2018.

The five specific questions for BOC review were:

1. The updated maximum and probable cost estimate, and the probability that each will occur;

2. The updated project contingency reserve based on updated project costs;

3. The types and amounts of insurance policies and surety arrangements anticipated to be
secured by Renewal Corporation;

4. The risk register and risk management plan;

5. The adequacy of funds and the funding mechanisms described in the data package.

The Federal Energy Regulatory Commission requested the BOC's review of the adequacy of cost estimates,
insurance, bonding, and the overall financial resources available to implement the Definite Plan. The BOC
review findings and conclusions follow.

Additionally, in the Appendix to the Commission’s March 15, 2018 order (per FERC's May 22, 2018 letter
to the Renewal Corporation), information is specifically required regarding the following: a) A detailed
explanation of how the Renewal Corporation would provide or obtain the necessary funds to operate the
Lower Klamath Project if the surrender is not approved before the expiration of the California and Oregon
Funding Agreements and the California Bond Measure, b) A detailed explanation of how the Renewal
Corporation would provide or obtain the necessary funds to decommission and remove the Lower
Klamath Project facilities in the event that funds equal to or greater than the maximum cost estimate for
the full removal alternative are required, and c) A detailed explanation of how operation and
maintenance of the Lower Klamath Project will continue in the event the surrender is denied. The BOC
does not have in its possession the materials described above and therefore is unable to address those
details.

FINDINGS

Question 1 - The updated maximum and probable cost estimate, and the probability that each
will occur

The BOC'’s review of the Definite Plan and AECOM Cost Estimate (Appendix P to the Definite Plan) is not
intended to represent a quality control/quality assurance or independent technical review. The review is
intended to provide a broad overview of AECOM’s approach to planning the Project, a mid-level
assessment of the appropriateness of the means, methods and sequencing of the detailed delivery plan
(Cost Estimate), and an appraisal of the thoroughness of the Cost Estimate.

a. The BOC finds that the approach to meeting Project Objectives as presented in the Definite Plan, including

conceptual designs and the selected means, and methods and sequencing of the work appropriately recognize
project requirements and vulnerabilities.
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b. The Association for the Advancement of Cost Engineering (AACE) Cost Estimate Classification System maps
the phases and stages of project cost estimating together with a generic project scope definition maturity and
quality of inputs. AECOM had not categorized their Cost Estimate and advancing an understanding of the nature
of the Cost Estimate will benefit from them doing so. The BOC is most familiar with AACE recommendations for
the hydropower industry (AACE Recommended Practice Manual 69R-1.) with respect to classifying cost estimates.

In accordance with AACE, a Class 3 Cost Estimate (hydropower industry) has the following characteristics:

e  Maturity Level of Project Definition Deliverables (expressed as a % of complete definition) between 10%
and 40%;

e  End Usage (typical purpose of cost estimate) is for budget authorization or control;

e  Methodology (typical estimating method) includes semi-detailed unit costs with assembly level line
items;

e Expected Accuracy Range (typical variation in low and high ranges including P50 contingency) ranging
from a Low of -10% to -20% to a High of +5% to +20%.

The BOC opines that the Maturity Level of Project Definition Deliverables meets or exceeds the Class 3 guideline.
Given the nature of the work the typical estimating method expectation for Class 3 can be more than satisfied.

¢. The BOC finds that the Cost Estimate as presented lacked a thorough internal quality control review on the
part of AECOM. There are inconsistencies, coding errors and some omissions in the current product. We would
anticipate another two or possibly three iterations in the cost estimate compilation process to reach an acceptable
finished product of a Class 3 Cost Estimate.

d. The BOC finds that the context under which the Cost Estimate has been assembled is predicated on a
commercially viable contract between Renewal Corporation and the Progressive Design-Build (PDB) Contractor
that contemplates excusable delays and assignment of project risks to those parties best suited to manage them.
The details of the ultimate PDB Contract are not currently known however. The BOC finds that the current Cost
Estimate does not contemplate additional costs a PDB Contractor may charge related to a greater scope and level
of assumed risks, beyond those typical to a PDB Contract.

e. The BOC finds that major shortcomings in the current cost estimate include the allowance provided for
Contractor Overhead and Profit (which the BOC considers inadequate in the context of the Project), and the
absence of cost premiums commensurate with the contemplated Klamath Corporation insurance program
including, but not limited to the anticipated costs of the liability transfer entity. Additional comments with respect
to the AECOM Cost Estimate can be found later in this Report under the heading Other Cost Considerations.

Question 2 - The updated project contingency reserve based on updated project costs

The BOC has reviewed Renewal Corporation’s overall approach to project contingency reserve. However,
this review is not intended to represent a quality control independent technical review, nor re-assess
probabilities of various cost and schedule risks. The BOC is intended to render its opinion if the overall
approach taken by Renewal Corporation and AECOM is within industry guidelines, contemplates known
risks with active response strategies, and if it is adequate.
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a. The BOC finds that the general approach to contingency is within industry guidelines. However, any
unforeseen significant cost would not be covered by the proposed funding. It is realistic to anticipate that a major
change could occur on this project, as has happened on significant civil work in recent history (Calaveras Dam,
Oakland Bay Bridge, Devil’s Slide, the Boston Big Dig). Our concern would be for unforeseen cost overruns beyond
the allowed contingency and project cost cap.

b. The BOC finds that the proposed level of contingency is unclear. Appendix P indicates that contingency was
arrived at in two different ways; a) by using an allowance of 30% of direct construction costs and b) by using a
Monte Carlo simulation to arrive at a total probable project cost. Under the first method, a contingency of about
$65 million (Nov 2018) was stated, and under the second method, a contingency of $130 million was stated at the
MP90 level of certainty. Appendix P seems to be conflicted regarding this contingency. Under Section 2.7 —Monte
Carlo Analysis, it is stated that the P80 cost would be an industry standard. We agree with that. The P80 Cost is
stated as approximately $465 million and includes $113 million in contingency (Nov 2018.) Section 2.7 then goes
on to state: “Due to the unique nature of this Project and the KRRC, KRRC selected a conservative P90 to represent
the MPH for the Project. The P90 estimate covers the most likely final project cost in 90% of all scenarios.” This is
restated in Section 4.1 in a similar manner.

Appendix P also states an “Estimated Project Cost” as about $400 million (Nov 2018), including a contingency of
$65 million, or 30% of Direct Construction Cost. The actual project contingency appears to be driven by the
available funds, minus the expected cost.

c. It is the BOC's understanding that some movement toward the partial removal option could
expand the contingency accordingly on an as-needed basis as the design proceeds and construction
begins.

Question 3 - The types and amounts of insurance policies and surety arrangements anticipated
to be secured by the Renewal Corporation

The BOC review of the Risk Management Plan (Appendix A to Definite Plan) is not intended to represent a risk
assessment of the Project. Instead, it is intended to assess the overall approach taken so far to identify and manage
risks associated with the project. It is recognized that the Risk Management Plan must address the requirements of the
Amended Settlement Agreement, specifically Appendix L- DRE and Contractor Qualifications, Insurance, Bonding, and
Risk Mitigation Requirements.

a. The BOC finds that the types of insurance policies and bonds identified in the Risk Management Plan and the
anticipated insured limits of liability are appropriate for a project of this type, size and duration. The BOC opines
that one area that should be explored, prior to the time a guaranteed maximum price is negotiated, is to obtain
an alternative from the selected PDB Contractor to supply a Contractor Controlled Insurance Program (CCIP) for
Commercial General Liability, Excess Liability and Workers Compensation. Generally, large sophisticated
contractors are able to secure CCIP’s with better terms. Also, the labor-intensive administration of the CCIP would
become the responsibility of the PDB Contractor.

The BOC opines that it is not reasonably feasible for Renewal Corporation to include Workers Compensation
insurance under an Owner Controlled Insurance Program or OCIP structure because (a) the statutory
requirements in Oregon make it difficult to do so (or may preclude it altogether), and (b) there would be insurer
mandated requirements to escrow monies to fund the payment of claims falling within applicable deductibles,
and to secure and maintain an ongoing letter of credit to collateralize the program. In addition, Workers
Compensation claims may not settle for many years following completion of the project. The BOC opines that it
may be acceptable for the PDB Contractor and its subcontractors to provide traditional Workers compensation
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insurance not under a CIP approach. However, the Commercial General Liability and Excess Liability should be
addressed by a CIP, whether sponsored by the selected PDB Contractor or Renewal Corporation.

b. The Cost Estimate does not include line items for project-specific insurance policies or estimated cost for a
specialty corporate indemnitor (a Liability Transfer Corporation or LTC). Renewal Corporation indicated that the
estimated cost for these two items is included within the “Design & Construction Contingency” line item (set forth
in Table 1 on page 64, Appendix P of the Definite Plan). The estimated cost for these two items, which is substantial,
should be removed from the Design & Construction Contingency (thereby potentially reducing this line item) and
separately identified and added to the Cost Estimate (similar to how corporate insurance costs of Renewal
Corporation are identified).

Question 4 - The risk register and risk management plan

A risk register is a tool that project teams use to identify, assess, address and document risks throughout the project. It
is a living document. The first iteration of the Risk Register appears as Attachment A to the Risk Management Plan and
is an excellent start. The BOC suggests the following improvements to the Risk Register.

a. For projects over $100 million, it the BOC's opinion that it is an industry best practice that the risk register
design be modified to incorporate quantitative risk analysis [for each identified risk, there are a low/high/ probable
percentage; cost impact in dollars (low/high/probable) and time impact in days (low/most high/probable). This
helps staff and stakeholders prioritize the treatment of risks.

b. A“key” should be inserted at the top of each column which defines/describes the inputs (similar to the “New
Tunnel” risk register supplied by AECOM). This will help readers and users of the risk register to better understand
the information.

c. The register should be expanded further to include additional risks and be updated monthly after the PDB
Contractor is under contract.

The Risk Management Plan (Appendix A to the Definite Plan) is an excellent road map to overall structure. However, a
project specific- written Risk Management Plan should be drafted that addresses how risk management will actually
be performed. This typically includes methodology, roles and responsibilities, timing, development of strategies to
address the risks inventoried in the risk register, reports/deliverables, follow up procedures and the like. The Plan does
not need to be complicated or lengthy to be effective. But staff and stakeholders should be able to readily understand
who is doing what, when, how and why.

A significant part of the project risk management strategy involves the scope and level of the insurance and
indemnification provisions that will be contained in the PDB Contract (being directed to selected PDB bidders) and
ultimately negotiated and agreed to by the design-builder. The PDB Contract was not available for BOC review during
the assignment.

At this point there is nothing available for BOC review regarding the potential use of an LTC. An LTC may be used to
satisfy the requirements of Appendix L. However, potential residual liabilities associated with the project will not be
fully known until the PDB Contract is fully negotiated and the project specific insurance policies are finalized and
become effective. As such, this will be available for further BOC review at a later time.
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Question 5 - The adequacy of funds and the funding mechanisms described in the data package

As articulated in their “Order Amending License and Deferring Consideration of Transfer Application”
(Order), dated March 15, 2018, the Federal Energy Regulatory Commission (FERC) has limited its Order to
the “Application to Amend” the license for the existing Klamath Project to create the new Lower Klamath
Project, licensed to PacifiCorp Energy. This Order separated the “Application to Transfer” the new Project
to the Renewal Corporation due to concern, in part, with regard to whether the transferee will have the
financial capacity to safely remove project facilities and adequately restore project lands.

From reviewing the Order, the BOC understands that the FERC policy in past decisions held that a transfer
may be approved on a showing that the transferee is qualified to hold the license and operate the project,
and that a transfer is in the public interest. The Order indicates that the FERC has not previously
considered an application to transfer a license to a new entity whose sole purpose is to surrender the
license and decommission the project, as is the case with the Lower Klamath River Project. To exemplify
their concern, the FERC Order references two previous projects that involved surrender and
decommissioning. In light of administrative inefficiencies and liability concerns that arose, the transfer of
both projects took several years to resolve. In one case, the FERC denied the applications as initially
proposed and advised that the original Licensee and the Transferee to become co-licensees. This change
ameliorated concerns with the adequacy of funding, so the FERC approved the license transfer, and
subsequently the surrender. As a result of concerns with the adequacy of funding for the Lower Klamath
Project removal, the FERC has asked that the BOC opine on the adequacy of funds and funding described
in the Definite Plan.

The BOC understands from the FERC Order that Renewal Corporation will have three sources of funding
for decommissioning, removal, and restoration of the Lower Klamath Project, totaling $450,000,000:

. $184,000,000 from the Oregon Customer Surcharge;
o $16,000,000 from the California Customer Surcharge;
o $250,000,000 from the California Bond Measure.

These funds, known collectively as the “state cost cap”, are stated to be the maximum monetary
contributions available from the states of Oregon and California. The applicants have not identified any
additional sources of funding if the cost of the measures required exceeds the state cost cap.

The BOC understands that trust accounts have or are to be established, two in each state, to hold and
administer charges collected from PacifiCorp’s retail customers in California and Oregon. The collection
of the customer surcharges began in May 2011 pursuant to orders issued by the Oregon and California
Public Utility Commissions (PUCs.) The Renewal Corporation is the beneficiary of the trust accounts.

On January 24, 2017, the Oregon PUC approved the Oregon Funding Agreement for the disbursement of
funds from the two Oregon trust accounts over three phases: startup activities, planning, and regulatory
work (Phase 1); development of the Definite Plan and procurement of contractors (Phase 2); and
implementation of the Definite Plan (Phase 3). In its March 1, 2017 filing, the Renewal Corporation
provided that it had entered into an agreement with the Oregon Department of Fish and Wildlife for the
disbursement of $308,369 in initial startup costs as part of Phase 1. The Oregon Funding Agreement
provides that, before disbursements may be made for Phase 2 or 3 activities, the Renewal Corporation
must submit project descriptions and budgets for those activities. Renewal Corporation filed a proposed
California Funding Agreement that provided for disbursement of funds over three phases, similar to the
Oregon Funding Agreement, and was authorized by the CPUC in December 2017. The FERC has indicated
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concern that these state funding mechanisms are not subject to the FERC's direction, but rather are
subject to the terms of the Amended Settlement Agreement, to which the Commission is not a signatory.

The California bond measure is part of a water bond enacted by the California legislature in November
2009 and approved by voters in 2014 to fund the difference between the customer surcharges
administered by the California and Oregon PUCs and the actual cost of dam removal, up to $250,000,000.
In 2016, the state legislature appropriated the bond funds to the California Natural Resources Agency
(CNRA) for disbursement to the Renewal Corporation.

The FERC Order indicated that Renewal Corporation has stated that both the Oregon and California
Funding Agreements have expiration dates of January 31, 2022, and that the California Bond Measure has
an expiration date of June 30, 2021, with exceptions for funds devoted to ongoing mitigation or
monitoring activities. In response to FERC’s question about whether the funding sources would still be
available if facilities removal extends beyond these dates, Renewal Corporation only stated that it would
seek extensions from the states, but provided no assurances that the states would be amendable to those
extensions.

During AECOM'’s presentation to the BOC at the October 23, 2018 introductory meeting, it was indicated
that the Project had been costed for “Full Removal” and “Partial Removal” Schemes. Full removal includes
removal of the dams, conveyances and powerhouses to near-pre-project conditions, while partial removal
would leave some of the project components, primarily non-water retaining facilities, partially or fully in
place. However, in either of the full or partial removals, the dams would be completely removed to the
point of allowing free flow conditions for volitional salmonid migration to occur.

It is noted that the FERC Order references the December 4, 2017 Renewal Corporation filing that,
“[c]omitted and available funds to implement the [Amended Settlement Agreement] exceed AECOM'’s
verified budget by well over $100,000,000”, but acknowledged that “it is theoretically possible that the
full amount of the $450 million would not be sufficient” to fully remove the project facilities and restore
the area. In addition, the FERC Order notes that PacifiCorp and Renewal Corporation have entered into
an operations and maintenance agreement that provides for PacifiCorp to continue to operate and
maintain the Project until the removal of the facilities is imminent. However, the agreement is not
effective until Renewal Corporation accepts (and the FERC approves) the transfer of license for the Lower
Klamath Project. As stated in the FERC March 15, 2018 Order, the FERC has required that “a detailed
explanation as to how Renewal Corporation would provide or obtain the funds necessary to operate and
maintain the Lower Klamath in the event that the Commission does not approve the surrender
application.” The FERC also required “a detailed explanation of how the Renewal Corporation would
provide or obtain the funds necessary to decommission and remove the Lower Klamath Project in the
event that funds equal to or greater than the maximum cost estimate for the full removal alternative are
required.” KRRC responded to these questions in their June 28, 2018 letter. However, the responses to
the FERC March 15, 2018 Order do not provide any specific mechanism or “Plan B” to address any
potential project overruns beyond the current $450 Million cost cap.
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The following examples from the June 28 response help to demonstrate our concern:

“If overall project cost is anticipated to exceed $450 million, and if the risk and probability of such
exceedance is not sufficiently covered by insurance, performance bond or other indemnification or

security instruments, then KRRC, in consultation with the parties, would decide if the project can be
modified to make it more financially viable”.

“If the foregoing measures are not sufficient, consistent with Section 7.2.1(A)(S) of the KHSA, KRRC
could also pursue additional funds to address such a cost overrun. KRRC has not sought and does not

have any legally enforceable commitments for additional funds to address this contingency at this

time. KRRC believes that, if necessary, additional funding in material amounts would be available if
necessary, to complete the project.,.”

“KRRC is confident that it is adequately funded to complete the project. In the unlikely event, however,
that its current funding commitments are inadequate, KRRC will still have viable paths forward to
complete the dam- removal project.”

The response discusses vague future measures, which the BOC has not seen and therefore cannot
evaluate. It is further worth noting that any significant unforeseen cost that would cause the Project to
exceed the current $450 Million cost cap would not likely be identified until after the Surrender or when
the Project is well underway.

Other Cost Estimate Considerations

a. Overall Cost Estimate. BOC members met with AECOM in Denver on November 13" and 14", 2018. The
meeting was productive and the BOC appreciated the opportunity to better understand of the cost estimate. The
BOC recognizes that the cost estimate is a live document and is subject to ongoing design changes and
improvements, as well as peer review and overall quality control. During the meeting, a number of inconsistencies
for potential improvements to the cost estimate were discussed. Some of these would potentially increase the
cost estimate, while others would potentially decrease the cost estimate. The BOC did not attempt to recap those
areas of discussion in this document, but will rely on AECOM to make adjustments as they deem appropriate.

b. Site Overhead or General Conditions Cost. The current cost estimate attempts to capture the contractor’s
general conditions or site overhead by adding 15% of direct costs. This does not seem to be uniformly applied to
all direct costs. Exceptions include Restoration, Transportation, Recreation, Mitigation, and Monitoring. The BOC
would encourage the estimators to detail this cost, due to the nature of the work. There are really three primary
work sites (Boyle, Copco 1&2, and Iron Gate), each requiring contractor site personnel such as managers,
engineers, safety supervisors, QC personnel, etc., as well as second shift supervision as necessary. Additionally,
each site will require offices, support equipment, vehicles, etc. Only by detailing these costs through the duration
of the project, will the expected cost be ascertained.

Chant’s standard 28 ttem Indirect Cost accounts were reviewed with AECOM as an example of a contractor style
work breakdown structure (WBS) for Construction Indirect Costs, The BOC recommends that the next iteration of
the Cost Estimate use such a template to detail Indirect Costs.
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c. Contractor Corporate Overheads and Profit. The Cost Estimate includes an allowance for Contractor
Overheads and Profit of 8% applied to Construction Direct and Indirect Costs. The USACE Profited Weight
Guidelines were used to arrive at this rate. This does not account for the Contractors General Overhead,
sometimes referred to as G&A, Corporate Overhead, or Home Office Overhead.

For the type of PDB Contractors that this Project will attract (large, civil self-performers) this appears to be very
low. The BOCwould expect a contractor to have between 6% and 8% Corporate Overheads (this can be ultimately
supported by audit if necessary). This percentage is typically derived from Sales and not Cost of Sales. The BOC
would suggest using 8% of Sales for Corporate Overheads.

A profit expectation in the order of 12% (or higher) would be more appropriate than the 8% listed. Current market
conditions are such that contractor and subcontractor margin expectations are at the high end of the spectrum.
This profit expectation will be directly related to contract language, risks borne by the Contractor, the definition of
direct costs, and potential opportunities.

The Contractor’s Corporate Overhead and Profit assignment would normally not include a risk component.
Individual project related risks would be assessed and included in the Construction Indirect Cost (or elsewhere) as
a separate line item and may be weighed against potential opportunities. Minimum margin guidelines may be
related to certain productivity standard risks (minimum guideline not less than 60% of Labor Costs for example)
but typically would again, not include any project specific known, known-unknown and unknown-unknown risks.

Margin (Corporate Overhead and Profit) under this perspective would total 20% compared to the 8% currently in
the Cost Estimate.

The BOC's experience is that civil contractor’s mark-up subcontractor’s work at the same rate {more or less) as
their self-performed work and much more than an ICI (building) contractor would. In any event, it is the BOC's
opinion that the amount of subcontracted work identified in the Cost Estimate is very small, and this application
would have minimal effect under the current cost estimate assumptions regarding subcontracting.

d. Insurance Cost. The PDB Contractor’s insurance mulitiplier is stated at 1% of Construction Direct and Indirect
Costs. The BOC believes that actual costs for the PDB Contractor will be lower if Renewal Corporation secures the
project specific insurance policies contemplated by the Risk Management Plan (Appendix A to the Definite Plan).
However, this percentage will increase if the PDB Contractor ultimately provides a CCIP. Such additional costs
would largely be offset by reduced insurance costs incurred by Renewal Corporation, due to the shifting of
insurance responsibilities.

As stated earlier, The BOC does not see a line item in the Cost Estimate for the LTC — which we anticipate being
substantial in magnitude and needs to be identified and included in the overall Project Cost. It seems that the cost
associated with an LTC is an expected cost and should be addressed as a cost line item, and not something
absorbed in the contingency.

e. Bond Cost. The PDB Contractor’s bond rate at 1% is considered adequate to provide 100% Performance and
Labor and Material Payment surety instruments.

f. Labor and Equipment Rates. The labor rates included in the Cost Estimate were taken from a
known and current fair wage analysis and include payroll burdens, add-ons and fringes. Labor related
costs such as travel, living out per diem rates, small tool allowances, safety supplies and items of like
import are assumed in the Cost Estimate to be included in the Construction Indirect Costs, although
this is not clear. The BOC has requested a breakdown of labor rates used in the cost estimate.
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Equipment rates were obtained from Equipment Watch Blue Book, which are assumed to include
equipment ownership, indirect, insurance, interest expense, operation and maintenance costs,
without the operator. In equipment intensive undertakings such as the Project, equipment
mobilization is an item that should be assessed in detail. Other components of equipment rates,
most importantly ownership and ownership related costs, should also be assessed based on the actual
envisioned make-up of the contemplated fleet. Estimators should evaluate “dead rent” or
underutilized equipment that will be required at the project and capture these costs in the estimate.
The remote nature of the project will dictate that certain support equipment will need to be present
on the project but will lack full utility. Examples of this may be cranes, forklifts, water trucks, blades,
as well as light equipment such as pumps and generators.

g. Productivity Index Setting. Correlation of Cost Estimates with past cost experience is an important
component of an effective high confidence cost estimating processes. An important aspect of this is
correlation is relating past productivities to the context of the Project. We did not see tangible
evidence of validation having taken place for most of the outputs from the Cost Estimate. AECOM
seems to have assumed a progressive labor environment in compiling the Cost Estimate, meaning a
unionized setting with non-restrictive manning stipulations and workable jurisdictional conditions.

h. Schedule. The construction schedule supporting the Cost Estimate reflects the schedule
presented in the Definite Plan. AECOM informed us that a more detailed P6 (Critical Path or CPM)
supported execution schedule is well advanced in development and will be made available to the BOC
- but likely not by the due date for the November 28 BOC report.

One issue that was identified during discussions was the definition of “in-channel work” and
identifying which work would be considered not permissible outside of the in-water work windows.
The constraints presented by the “likely” permit restrictions and their possible effect on the Project
Schedule need to be better understood.

While the costs and responsibility for Iron Gate and Fall Creek hatchery renovations and
improvements are outside Lower Klamath Project decommissioning and removal costs these actions
are linked to dam removal by a clause in the Amended Settlement Agreement (SA). The SA indicates
that for both hatcheries there appears to be a contingency established by the SA that production
facilities capable of meeting mitigation requirements must be operational by the time of removal of
Iron Gate Dam. The implications of delay are not expounded upon. Given the federal ESA status and
associated mitigation obligations under the existing Biological Opinion, additional explanation of this
contingency and consequences of delay on vulnerabilities under ESA are warranted.

i. Non Dam-Related Construction Costs. Restoration of Vegetation was not considered as being
delivered directly by the PDB Contractor. This grouping of costs was assembled using a Plant Item
based on the experience of AECOM (and others), then the total was distributed (allocated) to the
various line items within the grouping. Th BOC considers that to be a prudent approach as it avoids
double accounting of costs when each individual line item is addressed separately. We did not review
the details of the Plant Item cost compilation for this work. It would be good practice to provide
reference project costs, with appropriate adjustments for escalation, location, etc.
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The estimated costs for the Transportation (Bridges, Culverts and Roads) Grouping is based on a
comprehensive plan that may vary from what is ultimately executed BUT the plan as described
represents a valid concept solution in our opinion. Analysis of the costs for the bridge components
of this grouping (using parametric costs from our past experience) found the estimated costs to be
within the range of expectations for like work. Some costs here were referenced to CalTrans cost
indexes.

Mitigation Measures and Monitoring and Other Costs, like Permitting, Environmental Compliance
Support, Design Data, Engineering — AECOM, Procurement and Construction Management are
substantial but not warranted by AECOM. They are all reported to have been established from
AECOM'’s past experience on similar work, confirmed with a detailed FTE analysis (only that for
Construction Management was presented in the Cost Estimate information) and compared to typical
industry standards as percentage of construction costs.

CONCLUSIONS

The BOC has been asked to assess the adequacy of funds and the funding mechanisms described in the
information that has been provided by the Renewal Corporation. Based on our review of the documents
provided by the Renewal Corporation, it is the BOC's opinion that it is likely that there will be sufficient
funding within the state cost cap. However, the information reviewed also indicates that there is a
possibility of exceeding the state cost cap for both full removal and partial removal schemes, although the
high end cost for the partial removal appears to get the project costs to be within about $16,000,000
above the cap. (P80 Cost November 2018)

It is not clear to the BOC what will happen if the state cost cap of $450,000,000 is exceeded by even one
dollar. Itis the BOC’s opinion that while not likely based on AECOM’s analysis, the possibility of the project
exceeding the state cost cap cannot be ruled out. Therefore, it is the BOC’s opinion that some planning
and/or restructuring with regard to what happens if the project overruns state cost cap is imperative. This
could be agreements with the states to obtain further contributions from rate payers or possibly co-
licensing between the current Licensee and the Transferee. There may well be other alternatives;
however, leaving this aspect of the project undefined carries the risk of incomplete dam removal and
incomplete restorative efforts which could result in public safety issues.

RECOMMENDATIONS

1. The BOC recommends that a “Plan B” be developed with regard to where additional funding
would come from should the project costs exceed the state cost cap.

2. The BOC recommends that AECOM prepare another version of the Project’s Cost Estimate having
reflected on the questions, observations and comments of the BOC and that the BOC be afforded
the opportunity to again meet with AECOM to review the revised Cost Estimate in detail. It would
be beneficial to this review if AECOM prepared a summary of the nature of the changes (by D —
Grouping) made to the original version of Appendix P including a quantitative comparison (again
by D-Grouping) of the net impact of the adopted changes on the Cost Estimate.

3. The BOC recommends that Renewal Corporation provide a copy of the RFP (including draft
contract) being directed to PDB Contractors, for BOC review.
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NEXT MEETING

To be determined.

CLOSURE

The BOC respectfully submits letter report No. 1 providing our findings, conclusions and recommendations
addressing the questions raised regarding Renewal Corporation’s capacity to realize the Lower Klamath
Project.

Yours sincerely,

MaryLouise Keefe Steve Coombs

LD Jqq 7.4 /2'/'7

James E. Borg ) Craig Findlay

Dan Hertel Ted Chant
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BOARD OF CONSULTANTS

Lower Klamath Project

Date: July 1, 2019

Informal Meeting Report Memorandum
Review of Intermediate Cost Estimate Review - 2" Readout

Klamath River Renewal Corporation

The informal telephonic meeting was held on March 14, 2019. The workshop began at 9:00 Pacific Time
and ended at about 3:30 PM Pacific. The call was attended by AECOM representatives Seth Gentzler,
John Roadifer, Eric Jones, Stuart Green; and Board of Consultants (BOC) representatives Ted Chant, Dan
Hertel, and selectively by Jim Borg, MaryLouise Keefe, Steve Coombs, and Craig Findlay.

An agenda and handouts were prepared by AECOM and KRRC, and included topics such as approach to
markups, indirect costs, labor and equipment costs, construction schedule, and select work items.
KRRC'’s internal costs, Liability Transfer Corporation (LTC) costs, as well as design and permitting costs
were not addressed.

Overall, the Read-Out went well. The AECOM team has been responsive to the BOC concerns of
thoroughness, completeness and reasonableness discussed in the 1° Read-Out held in November 2018.
The AECOM team continues to display an open-mindedness and willingness to accept BOC comments,
and have responded to BOC input proactively. Generally speaking, the BOC is more comfortable with
the cost adjustments and approach associated with the 2" Read Out of the cost estimate.

Overall, the total project funding remains at $450 million. The February Estimated Cost as presented is
stated as approximately $451 million, including Direct Cost, Progressive Design Build (PDB) Field
Overhead, PDB HO Overhead, Profit, Insurance, Bonds, Escalation, and Contingency. Overall, it appears
that the sum of Direct Costs, Indirect Costs, and Markups have increased approximately $31 million,
which would indicate that the available contingency has decreased. Depending on the revised Definite
Plan, selected PDB Contractor, Contract, LTC, and Risk Mitigation Measures, the overall question of
potential project cost overruns remains. This has been of vital concern to the BOC. The BOC looks
forward to seeing the Revised Definite Plan and Cost Estimate in April and better understanding this.

Major areas of cost reduction included concrete demolition and some earthworks, while cost increases
were mostly associated with diversion works and site indirect costs.

A number of action items for KRRC/AECOM remain, based on BOC requests, including the following:

1. Provide Supervisor/Craft Ratios for the Iron Gate Site Indirect Work Breakdown Structure (WBS)
items. This will give the BOC an indication of the expected level of supervision to compare to
industry standards.

2. Provide change in total haul unit hours from Definite Plan presented in November 2018 to
February 2019 versions of the Cost Estimate.
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10.

11

12.

Rework the assessment for “Dead Rent”. During the 2™ Read-Out, it became apparent that the
BOC observation regarding dead rent had been misinterpreted and AECOM will revise their
assessment accordingly.

Make minor adjustments to OH-3 (Temporary Buildings) in the J.C. Boyle Site Indirect (and we
assume the Iron Gate Site Indirect cluster as well).

Re-evaluate the rate of Small Tools ($/labor hour) to ensure it is adequate.

Correct a relatively few minor busts (matters that were intended to be made by the estimator
but did not make it into the cost estimate).

Revisit of major earthwork items (most importantly 4.023.1) with respect to truck loading times,
haul cycle balance, and the truck load factor (y3/trip) employed.

Production of a Mass Haul Diagram.

AECOM mentioned that they “potentially” may separate the LTC cost from the project
contingency. The BOC continues to recommend this be done. The LTC cost will eventually be
known/finalized. Even if a final cost is not determined by the end of April, AECOM/KRRC should
include their best estimate as a placeholder and acknowledgment of cost.

The Definite Plan Comments relating to PDB Insurance are incorrect. The Definite Plan assumes
an Owner Controlled Insurance Program (OCIP), not a Contractor Controlled Insurance Program
(CCIP). In the February 2019 column, the $1,814K amount must be light if the PDB will provide a
CIP. AECOM will check on this with KRRC. Also, AECOM will check with KRRC on the accuracy of
$100K for Owner’s insurance costs. {Note: the $100K does not contemplate any of the project
insurance that KRRC plans to secure.)

In the Itemized Field Overhead numbers, insurance costs are shown as 2% of the subtotal on
page 3 of each document. AECOM confirmed this is a mistake and should be corrected to 1%
{which will also change the $$ amounts). AECOM will make the changes.

The original goal of transferring all risks to the PDB via a special indemnity agreement was not
realized.

a. KRRC replaced their insurance broker (Willis) with AON to do a project risk assessment.
The AON deliverable is a matrix identifying each risk and how the risk is being addressed
and estimated costs (e.g., via PDB contract, OCIP or CCIP, other Project insurance, other
PDB insurance, LTC, etc. The AON matrix should be ready at the end of March).

b. KRRC/AECOM interviewed LTC providers. They are finding out that all residual risks
cannot be transferred to the LTC. (“The LTC market has changed- no one will cover all
risks.”) They are obtaining more information and pricing indications. Timing was not
discussed. AECOM mentioned that the project contingency could address risks that
aren’t addressed by any of the foregoing techniques. (Comment: This does not appear
to be in keeping with Appendix L to the Settlement Agreement.)

c. As respects a Risk Register, AECOM mentioned that they were striking any items that
are the responsibility of the PDB. It was recommended that they not do that, but rather
in the comments section, indicate that a specific risk is a PDB responsibility. AECOM
understood the expressed concern.

Additional Comments:

Some additional assessment should be made regarding sub-contracted and self-performed
work. The Cost Estimate as currently assembled as 99% self-performed. The execution plan will
require that 60% of the Work be subcontracted. Under normal conditions (no mandated
percentage to be performed by third parties), work is subcontracted when a third party offers
improved cost performance, risk mitigation, or schedule certainty — meaning self-performed as a
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basis of a Cost Estimate is a conservative approach (from an overall cost perspective) in that
making the decision to subcontract should reflect an improvement on the base case (the self-
perform approach) OR a contractor would simply self-perform that component of the work.

In addition, normally, self-performing contractors would not subcontract out work that is on the
critical path (some exceptions of course, but as a general rule of thumb). If one does
subcontract critical path work for whatever reason, this approach might attract a contingency
on the subcontractor’s price for contractor directed overtime costs, required changes the
subcontractors means, methods and sequencing or the risks of having to provide additional
contractor support to move things along consistent with the contractor’s needs.

At Klamath, with a 60% floor on subcontracted work, other parameters will enter into the
subcontracting decision-making process (making the 60% target). The means and methods of
translating the current 99% self-performed premise of the cost estimate to a 60% minimum
subcontracted value require some additional thought. How do we reasonably undertake this
translation (anticipate the additional cost involved)? We asked AECOM to think about this, as it
may alter the risk approach and contract markup.

It is the BOC's understanding that the costs of Iron Gate and Fall Creek hatchery renovations and
improvements are outside Lower Klamath Project decommissioning and removal costs. It was
stated that these costs are covered under separate agreement with PacifiCorp. However, the
linkage between performance of hatchery renovations and the overall restoration project (per
KHSA) may result in unknown cost consequences to the overall project.

In the Definite Plan, Appendix P — Estimate of Project Cost, Table 1-2 provided a summary of
expected project costs. At the point of the 2™ Reading of the Cost Estimate, it was unclear to
the BOC what the revised costs are at this point. Please provide total estimated expected
project costs in the table below.

Total Cost Total Cost
Cost Description First Readout 2™ Readout
Definite Plan February Amended Plan
KRRC Internal Cost
LTC Premium
Project Oversight

Environmental Compliance and Permitting

Engineering and Procurement — AECOM

Construction Management

PDB Design Costs

Construction — Including Contractor’s Indirects,
Markup and Insurance
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Closure

KRRC and AECOM discussed the next steps listed in the agenda. The BOC expressed thanks to KRRC and
AECOM and the other meeting attendees.

Yours sincerely,

? 1 ; 7 ;:’
/%M) Cé}wﬂ( #@7[” S ey Lo

MaryLouise Keefe Steve Coombs
James Borg Craig Findlay

ZD«#M

Dan Hertel Ted Chant
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BOARD OF CONSULTANTS

Lower Klamath Project

July 1, 2019

Informal Meeting Report Memorandum
Review of Draft Project Agreement

Klamath River Renewal Corporation

An informal telephonic meeting was held on Monday March 25" to obtain an overview of the draft
Progressive Design Build (PDB) contract focusing on risk, insurance, indemnification and pricing sections.
The conference call began at 8:00AM Pacific Time and ended at about 9:30AM. The call was attended
by Eric Petersen (Hawkins Delafield and Wood), Olivia Mahony, and Board of Consultants (BOC)
representatives Ted Chant, Dan Hertel, Jim Borg and Steve Coombs. Olivia Mahony provided a brief
agenda in advance of the call.

General Comments

1. The call was led by Eric Petersen.
2. The initial Progressive Design Build (PDB) contract is currently being negotiated and will be
executed in about 30 days.
3. There will eventually be a Guaranteed Maximum Price (GMP) amendment for the construction,
subject to adjustment based on FERC approvals (estimated December 2019).
4. Then another amendment will be signed with a hard GMP (estimated mid-2020).
5. PacifiCorp believes the current schedule is too aggressive. The schedule will be amended.
Risk
1. AON was hired (replacing Willis) to perform a risk assessment of the project. This will include an
identification of each risk, how each risk is addressed (e.g., insurance, indemnification, Liability
Transfer Corporation (LTC)) and the associated estimated incremental costs. The report should
be done by the end of March. The BOC verbally requested a copy of this report.
2. The bulk of the permitting responsibility is retained by KRRC (a list of needed permits is in the
PDB contract). KRRC expects to have all permits in hand prior to construction.
3. FERC License transfer would not happen until after the GMP is established.
Insurance
1. Asrespects the LTC:

a. There was extensive outreach to nine firms. Seven were eliminated either due to cost

or the proposed project is outside their general scope of what they are willing to do.

Two LTCs were interviewed by KRRC, with PacifiCorp in attendance.

KRRC is working closely with PacifiCorp and the respective states as a “team.”

d. Currently working towards a Memorandum of Understanding with one LTC (a
restoration services company). This will culminate in a non-binding “term sheet” in the
next two months.

o T
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e. It appears likely that a LTC will not be able to provide complete protection against all
risks contemplated by Appendix L.

f. When questioned what will happen if Appendix L is not completely addressed, Eric
Petersen said that KRRC and PacifiCorp will “have to take stock” of alternatives. Eric
mentioned that KRRC is essentially providing the indemnification already. However, the
BOC notes that KRRC’s indemnification is limited by its assets and planned corporate
lifespan.

g. The timing of the LTC is such that it must take effect before construction commences.
(Note: PacifiCorp indicated to KRRC that it does not want the PDB construction
amendment to be signed until the LTC is in place.)

Indemnification

Cost

no

The PDB bidders will not agree to provide the specialty indemnity requested (in order to comply
with Appendix L). (Comment: This will place greater reliance on the LTC to satisfy Appendix L.)
The indemnification clauses currently incorporated in the PDB contract are traditional, as
compared to other similarly sized projects.

The only fixed pricing currently being negotiated with the PDB contractor is the fee.

The proposed fee ranges for the two leading PDB finalists are 10% and 12% respectively.

Time was spent (very worthwhile) reviewing the project’s original and revised time
lines/milestones and process off-ramps.

Section 8.1.B (Replacement of Project Manager) — the BOC suggested that KRRC develop further
requirements to ensure stronger continuity commitments from the Project Company for not
only the Project Manager but many (as many as 8-10 is my thought) other key members of the
Contractor’'s Management Team. Our thinking here is that if the Project Manager is replaced
(with or without a fine), takes ill or leaves the employment of the Contractor we want to ensure
that there is a substantial contingent of the Contractor’s project delivery team that participated
in the entire Preliminary Services effort that are available to the construction phase of the Work.
Section 8.3.C (Performance Failure) and Appendix 8.4.2.E (Unallowable Costs Defined) — there is
an apparent conflict between these two sections regarding the PDB Contractor’s opportunity for
recoverable costs for litigation (enforcing contractual rights and remedies for the benefit of the
Project) with subcontractors.

Appendix 2 (Preliminary Services) — the revised schedule dramatically extends the period for the
Preliminary Services — important to reflect this extended period (doubled) in the resource
planning for the negotiated not-to-exceed cost — providing twice the time will not result in twice
the value with respect to planning outputs.
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Yours sincerely,

A y - L2 ) ,
%ﬁu?sﬂgwwr ﬁc(\ﬁ Jbvern lrovabio

MaryLouise Keefe Steve Coombs
James Borg ) Craig Findlay

A Alerie. M/’
Dan Hertel Ted Chant
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BOARD OF CONSULTANTS
Lower Klamath Project

June 29, 2019

Informal Meeting Report Memorandum
AON’s Preliminary Risk and Insurance Recommendations

Klamath River Renewal Corporation

The informal telephone meeting was held on May 2, 2019 and was attended by the BOC members and
representatives from KRRC, AON and PacifiCorp. The meeting topics were listed in an agenda prepared
and submitted prior to the meeting by KRRC. The order of comments in this memorandum largely
follows the order of the agenda.

AON Preliminary Risk and Insurance Recommendations

Following introductions, the BOC noted that AON serves as an insurance advisor and broker to both
KRRC and Kiewit (the successful PDB Contractor). The Board expressed a concern that this could
potentially compromise AON’s objectivity in providing advice to KRRC for the Project. AON
representatives stated that there are internal walls of separation that eliminate the possibility of any
real conflicts in this regard, although they understood the perception of possible conflict.

A. Information Relied Upon for Preliminary Recommendations

As part of its analysis AON reviewed a wide variety of documents and attended various meetings
and calls with KRRC and its advisors. This was all done in preparation to its analysis of risks
associated with the dam removal and ancillary projects. AON fully understands its goal is to
assist with the design and implementation of programs leading to compliance with Part 7.1.3 of
the Klamath Hydroelectric Settlement Agreement Settlement Agreement.

B. AON Recommended Insurance and Bond Plan

KRRC asserted that the planned loss protection programs consist of three primary components:
(a) proposed Kiewit CCIP/Bonds, (b) corporate insurance programs secured by Kiewit and KRRC,
including various project specific insurance policies, and (c) the risk allocation provisions
contained in the PDB Agreement, which ultimately are backstopped by Kiewit’s balance sheet.
The LTC option was not discussed, but will be addressed at a future meeting.

1. Insurance Policies and Limits
The recommended types of insurance policies, insured limits and projected costs were reviewed

and discussed. AON confirmed that all CCIP costs and deductibles were the responsibility of
Kiewit.
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BOC Recommendation:

The Contractor Controlled Insurance Program (CCIP) Excess Liability limit recommended by AON
is $100 million. The BOC expressed its concerns that this limit significantly underestimates true
risk potential of the Project. The BOC recommends this limit be increased to $200 million. The
BOC concluded that the benchmarking information that AON used to arrive at some of its
conclusions did not utilize similar projects (all projects utilized in the benchmarking were new
construction only, and largely consisted of highways, bridges, tunnels and rail). Likewise, the
benchmarking of the proposed insurance limits to PacifiCorp’s insurance program did not seem
helpful because the former is for a dam demolition project while the latter is for the operation
of a utility. 'To assist AON with its analysis, the BOC agreed to provide resource materials on the
documented financial losses of historical dam failures. AON was encouraged to rework their
benchmarking exercise around dam projects and actual loss experience. In the interim, AON
agreed to reprice the Excess Liability insurance cost accordingly.

2. AON Supporting Information

The AON Supporting Information-Model Flows document was reviewed and discussed. This is
an actuarial study of specific scenarios identified in the AECOM risk registers. The scenarios
analyzed were dam failure, substation failure, wildfire, water main relocation, damage to
houses, debris removal, and hatchery fish kill. The AON project assumptions, process, and
analysis were all reviewed. The probabilities of risk occurrence and estimate of costs will be
further refined during preliminary services technical studies and analyses.

Through its analysis, AON concluded the three largest risks based on estimated costs (excluding
Project operations costs) KRRC faces are from hatchery failure and its impact on the salmon
population, pipeline relocation due to sediment movement and deposition or scour, and
downstream fatalities and property damage resulting from dam failure during the removal
efforts.

BOC Recommendation:

The AON Analysis is based on AON’s internal methodology and not regulatory methodology for
conducting risk assessments or estimating economic consequences. Various governmental
agencies produce risk assessment/consequences related materials, including FERC, FEMA,
Department of Interior and Homeland Security. The BOC agreed to send several documents to
AON for their consideration. The BOC also agreed to send materials regarding the economic
costs of historical wildfire losses.

Closure

KRRC and AON discussed the next steps listed in the AON report. The BOC expressed thanks to AON and
KRRC. The discussions were very helpful in better understanding the planned treatment of risks
associated with the Project.
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Yours sincerely,

MaryLouise Keefe Steve Coombs
James Borg Craig Findlay

L e %

Dan Hertel Ted Chant
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BOARD OF CONSULTANTS

Lower Klamath Project

July 1, 2019

Informal Meeting Report Memorandum
RES'’s Liability Transfer Corporation (LTC) Approach
Klamath River Renewal Corporation

The informal telephonic meeting was held on June 6, 2019 and was attended by the BOC members and
representatives from KRRC, RES, AON, Feinberg Law Firm and PacifiCorp. The meeting topics were listed
in an agenda prepared and submitted prior to the meeting by KRRC. The comments in this
Memorandum largely follow the order of the agenda.

RES’s LTC Approach

In advance of the meeting, KRRC distributed an Executive Summary of the RES LTC Draft Proposal and
KRRC Liability Protection Program Overview.

A. Executive Summary of the RES LTC Draft Proposal

This document is composed of five parts: Introduction, Price and Performance Risks, Residual
Risks, LTC Costs, and Recommended Alternative.

1.

Introduction

RES’s focus is on potential liabilities which are not subject to price and performance risks,
including related insurance and bonds, for which it can assume. These are considered as
designated “mitigatable risks.” The Executive Summary is a preliminary working document.
PacifiCorp is currently reviewing this approach and has not finalized its position. RES also
identified and discussed past and current projects and a history of its organization.

Price and Performance Risks

These risks relate to the removal of the dams and the restoration required by permits.
These risks are addressed per the PDB Agreement, Kiewit parental guarantee, bonds, and
Kiewit and KRRC insurance programs/policies.

Residual Risks

Residual risks are risks other than price/performance risks that RES can mitigate (mitigatable
risks) and other potential legal claims (for which KRRC assumes). The RES mitigatable risks
are (a) flooding impacts on property; (b) impacts of sediment release (including
contamination), (c) rim instability issues, (d) wildfires; (f) impacts on water rights (e.g.,
groundwater wells); (g) risks associated with project permits (including impacts to natural
resources); and (h) impacts to water rights. Based on a review of the AECOM Risk Register
RES believes these risks account for the majority of impacts that are expected to occur.
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When questioned where the risks associated with the impact on salmon populations are
allocated, RES confirmed this would be fall into category (g) permits.

The second category, other potential legal claims, includes all potential legal actions that are
not price/performance risks or mitigatable risks. These would include, for example, actions
alleging economic losses suffered by third parties, loss of property taxes and energy price
changes. Based on the advice of outside counsel, RES believe such risks are speculative in
nature.

4, LTC Costs

A table outlining mitigatable risks, estimated cost to mitigate, contingency and LTC fees
were reviewed and discussed. RES explained that these amounts were calculated based on
its experience with other projects, Monte Carlo Analysis and estimates by Stantec (as sub-
consultant to RES).

5. Recommended Alternative

RES recommended that KRRC establish a defense fund to cover legal risks and mitigatable
costs (other than permitting risks which would remain with RES). This fund has a cap and be
voluntary (those that bring claims could be subject to the settlement fund procedures or
could use the court systems). RES and representatives from The Law Offices of Kenneth R.
Feinberg described fund administration characteristics. The funding amount and
procedures were discussed but were very preliminary in nature.

BOC Recommendations/Requests:

The BOC questioned how the financial implications “Uncontrollable Circumstances” (as defined
by the PDB Agreement) are going to be addressed. KRRC agreed to provide additional
information.

The BOC questioned what criteria were used by RES to select the specifically identified
“mitigatable risks.” KRRC agreed to provide a response.

The BOC requested (a) a copy of the RES PowerPoint, (b) the most recent AECOM Risk Register
and (c) a copy of the full RES proposal when it becomes available. KRRC will provide copies.

B. KRRC Liability Protection Program

KRRC reviewed various risks, including permits, price/performance, insurable and residual. Most
of the comments in this document had been discussed previously as part of the RES LTC Draft
Proposal. KRRC did confirm that {a) Kiewit will be responsible for correcting any non-compliance
issues with regulatory permits for Facilities Removal; (b) PacifiCorp will be solely responsible for
power generation, transmission and decommissioning of the facilities, and (c) the California
Department of Fish and Wildlife will be responsible for the operation of the Iron Gate and Fall
Creek Hatcheries.

BOC Recommendations/Requests:

Page 2 of 3



20190729- 5039 FERC PDF (Unofficial) 7/29/2019 10:58:40 AM

The BOC was unclear regarding the KRRC comment that RES will “hold the CIP.” KRRC agreed to
address further after RES prepares their proposal. The bonding issues will also be reviewed
further

Closure

KRRC and RES discussed the next steps listed in agenda. The BOC expressed thanks to KRRC, RES and
other meeting attendees.

Yours sincerely,

] \,f " /
%] e {)Zf"""‘v-*";

MaryLouise Keefe Steve Coombs
James Borg Craig Findlay

s

Dan Hertel Ted Chant
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BOARD OF CONSULTANTS
Lower Klamath Project

July 12, 2019

Informal Meeting Report Memorandum
Review of Liability Transfer Plan
Klamath River Renewal Corporation

An informal telephonic meeting was held on July 9, 2019 and was attended by the BOC members and
representatives from KRRC, AECOM, RES, AON, and PacifiCorp. The meeting topics were listed in an
agenda prepared and submitted prior to the meeting by KRRC. The comments in this Memorandum
largely follow the order of the agenda.

RES’s LTC Approach

In advance of the meeting, KRRC distributed the following documents for BOC review: (a) a June 21,
2019 Draft Risk and Liability Transfer Plan (LTC plan) and associated appendices, {b) a June 21, 2019
draft of the Overview of Risk Register and Risk Allocation Matrix, and (c) a July 2, 2019 draft of an
appendix to the Definite Plan, Appendix A - Draft Amended Risk Management Plan. The BOC reviewed
these documents, prepared and delivered written questions to KRRC. Thus, the meeting goal was to
address the BOC questions on these recently drafted risk and liability plans.

The approach presented in the RES Draft LTC plan is focused on identifying, managing and mitigating (a)
all natural resources risks associated with the regulatory process during the Post-Construction phase of
the project and (b) specified property risks and related impacts (e.g., flooding impacts on homes and
bridges; sediment impacts; rim stability; groundwater wells and diminution in land values). As a sub-
consultant to Kiewit, RES will also be actively engaged in regulatory consultation and negotiation of
natural resource related permits and will be responsible for habitat restoration construction,
monitoring, and compliance. It is the BOC’s understanding that RES, as the LTC, will be responsible for
long-term stewardship of the restoration within the criteria and timeframe established by regulatory
permits.

Discussion Summary
The following summarizes the major areas covered during the call.

1. KRRC believes that RES meets the minimum criteria set forth in Appendix L of the Klamath
Hydroelectric Settlement Agreement (KHSA).

2. The RES Risk and Liability Transfer Plan is in draft stage and is subject to change. RES will
continue to refine the plan as new information becomes available, including research on
historical litigation associated with dam removals. Eventually a term sheet will be developed
leading ultimately to a formal contract. The formal contract will outline roles, responsibilities,
costs, the specific risks that RES will be responsible for and other contract terms. It is
anticipated that the cost will be a set dollar amount.

3. RES'’s performance as a subcontractor to Kiewit will fall under Kiewit’s required bonds. RES will
also provide a performance bond for its activities within its LTC role. It is assumed the bond
amount will be the same as the contract amount.
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10.

11.

KRRC believes that the requirements of KHSA Part 7.1.3 Liability Protection and Appendix L will
be satisfied by the combination of the Risk Management Plan- Appendix A and the RES Plan.
KRRC indicated that feedback from the States of California and Oregon has been positive.

It is anticipated that RES will ultimately provide indemnification protection to the States of
California and Oregon and PacifiCorp. The exact scope and level of the indemnification
protection must ultimately be reviewed and agreed to.

RES will assume KRRC's obligation for retentions/deductibles under the project specific
insurance secured by KRRC.

KRRC will work with consultants to determine if new studies are needed to establish a base case
for comparison of pre-removal conditions with those experienced during and after removal of
the dams.

The anticipated protection to be afforded by RES does not replace insurance. If a claim involves
overlapping insurance, indemnification, and the LTC, it is anticipated that the LTC protection
would apply after insurance and indemnification are exhausted.

KRRC has established a reserve in the estimate for litigation not covered by insurance,
indemnification or the LTC.

RES explained that their responsibilities regarding natural resources risks will include (a) non-
compliance with condition of natural resource related permits (including additional costs due to
delay); (b) changes in regulations during the life of the permits, and (c) damage to plantings that
is not otherwise covered by insurance. For instance, if a wildfire destroys the natural resources
restoration work prior to permit expiration, RES maintains responsibility (assuming insurance
does not apply to this damage).

RES believes it is crucial to the success of the LTC approach for it to be part of the team that
negotiates natural resources related permits. They will undertake those activities as a
subcontractor to Kiewit working on implementation of restoration measures.

BOC Recommendations/Requests/Comments

1.

The RES approach is a work in progress and is based on many assumptions. The BOC welcomes
the opportunity to review further modifications and refinements to the RES, along with updates
to the Risk Register.

THE BOC does not recommend a full blown RIDM exercise. AECOM indicated it would use the
Potential Failure Mode Analysis (PFMA) process. This approach is supported by the BOC.

The BOC requested (a) additional information on RES and projects it has completed, and (b) a
consolidated RES cost summary.
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Closure

KRRC and RES discussed the next steps listed in agenda. The BOC expressed thanks to KRRC, RES and
other meeting attendees.

Yours sincerely,

Moy feete

MaryLouise Keefe Steve Coombs
James Borg Craig Findlay

Dan Hertel Ted Chant
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BOARD OF CONSULTANTS
Lower Klamath Project

July 11, 2019

Informal Meeting Report Memorandum
Revised Cost Estimate Read-Out
Klamath River Renewal Corporation

An informal telephonic meeting was held on July 9, 2019 and was attended by the BOC members and
representatives from KRRC, AECOM, RES, and PacifiCorp. The meeting topics were listed in an agenda
prepared and submitted prior to the meeting by KRRC. The comments in this Memorandum largely
follow the order of the agenda.

AECOM Review of Project Cost Development

AECOM presented an overview of the project cost development dating back to the Definite Plan
Appendix P Cost Estimate developed in June of 2018 (referred to as the 1 Cost Estimate Readout), cost
estimate refinements presented to the BOC in March of 2019 (the 2™ Cost Estimate Readout) and the
current cost estimate dated July 2019 (3™ Cost Estimate Readout). The AECOM presentation focused on
each principle cost category, with emphasis on specific information requests or previous questions
posed to AECOM by the BOC.

Changes to the Project Cost

The BOC's understanding of the 3™ Cost Estimate Readout costs and related issues as presented on July
9 can be summarized as follows:

e The overall project budget remains at $450 million. There have been material line item changes
made to the original AECOM Cost Estimate in both the 2™ and 3™ Cost Estimate Readouts.
Significant changes also occurred between the 2™ and 3™ Cost Estimate Readouts. It is the
BOC’s opinion that all changes to the original Cost Estimate have been developed and
implemented in a rationale, prudent and transparent manner, tracked and satisfactorily
documented by AECOM.

e KRRC has (since the 2™ Cost Estimate Readout) negotiated a Preliminary Services Agreement
(PSA) with Kiewit which clarified certain issues including PDB Contract expected fees and
markups, insurance costs and the assignment of risk/risk mitigation responsibilities to the PDB
Contractor. The clarity and cost certainty afforded by the Kiewit PSA cost had a positive impact
with respect to “firming up” certain key aspects of the 3™ Readout of the Cost Estimate.

e Kiewit is in the process of developing a “Proof of Concept” memorandum. This deliverable (due
in July 2019) involves Kiewit reviewing and confirming AECOM’s approach to the PDB
Contractor’s means, methods, sequencing and costs of construction. This is an important step
and key milestone in the Project’s cost confidence process.

e Kiewit has offered a 10% Fee on construction direct and indirect costs. The Fee is to include
Corporate General and Administrative (G&A) expenses, Profit, and Kiewit-assigned risk. This
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provides a significant savings over the 2™ Cost Estimate Readout and has been reflected into the
July 3™ Cost Estimate Readout.

® KRRC is in discussions with Resource Environmental Solutions, LLC (RES).
o RES will have three specific roles in the project:

a. Subcontractor to Kiewit for design and implementation of restoration measures
including monitoring, maintenance and reporting during construction

b. Contractor to KRRC for long-term implementation of the restoration plan,
including monitoring, maintenance, repair/replacement and reporting during
the post construction period up to (and possibly beyond) Site Closure, and

c. As Mitigation Surety (indemnification of PacifiCorp, Oregon, California and the
KRRC with respect to damage claims.

o Involvement of RES in the roles b. and c. above provides some cost certainty and risk
reduction although final details of the RES agreement are a work in progress:

= RES has identified line items within the WBS that can be removed from the Cost
Estimate (partially or completely) as a result of their involvement in the Project
(WBS line items transferred to them and included in their lump sum fee — see
following bullet). The “transferring out to the LTC” of these WBS Line Items
decreased the 3™ Readout of the Cost Estimate by approximately $40 million.

o RES has proposed the establishment of a Local Impact Mitigation Fund in the amount of
approximately [ million. This cost is included in the 3" Readout of the Cost Estimate.

o RES has provided an indicative cost estimate of its fee for its role as a Specialty
Indemnification Company (roles b. and c. above) at approximately - million, which is
now included in the 3™ Readout of the Cost Estimate as a Line Item.

= Note to Reader: The BOC notes that there seems to be three terms in circulation
for the responsibilities being assumed by RES: Specialty Indemnification
Company, Liability Transfer Corporation, and Mitigation Surety. The original
term in the KHSA is Liability Transfer Corporation.

o KRRC and RES are currently developing a “Term Sheet” outlining scope and terms which
would ultimately develop into a contract(s) between KRRC and RES for each of items b.
and c. above.
e Other material additional cost changes reflected in the 3 Readout of the Cost Estimate include:
o The PDB Contractor’s Final Design and Permitting Costs have been increased by

approximately $15 million. This is based on initial scope and related negotiations with
Kiewit.
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o AON and Kiewit, in conjunction with KRRC, have developed an integrated project
insurance program with total premiums valued at approximately $7 million. Premiums
for long-tail insurance coverage have been reported as included. These anticipated
premiums now show as an independent Line Item in the Cost Estimate.

o An additional year has been added to the project schedule and a 4% escalation factor
has been added to reflect this extended time frame. The associated additional cost is
approximately $9 million.

o Design changes were made to the Yreka Waterline Replacement. Costs for Fire
Management and Spawning Gravel were added for a bundled additional cost of
approximately $13 million.

o Subcontract Markup was adjusted to reflect the PDB’s 60% subcontracted work target
which added approximately $3 million.

o Field Overhead costs were adjusted to reflect Kiewit's management plan. This resulted
in a cost decrease of $3 million.

o Project Oversight costs, to be administered by AECOM, were increased by
approximately $11 million. This, in part and again based on discussions with Kiewit,
reflects mirroring Kiewit’s approach to project staffing and management as well as an
additional year of project oversight (start of construction now in 2021).

o Technical Support costs, to be provided primarily by AECOM, were increased by
approximately $5 million. This is, in part, due to the planned delay in the start of
construction to 2021.

o Monitoring and Reporting costs have been reduced on the order of $8 million, to
coincide with the RES contracting and monitoring strategy.

o The overall Contingency has been reduced from approximately $68 million (1** Readout)
to $63 million. This reduction in contingency is based on further project definition and
risk reduction measures associated with the revised insurance program and the
engagement of Kiewit and potentially RES.

e The overall PDB contract value remains at approximately $235 million, which is a similar value to
that of the 1% and 2™ Cost Estimate Readouts.

e Kiewit will be providing a cost estimate at the end of 2019, with a GMP in early 2020. Until the
GMP is finalized and agreed upon, the Cost Estimate is considered an approximation.

Board of Consultants Position and Understanding
Cost Estimate: KRRC and their team have worked diligently to understand probable costs and risks to the
project, and to further the project risk management strategy. While numerous changes have been

made to the cost categories since the 1% Readout of the Cost Estimate as outlined above, the overall
expected cost of the project has remained within the $450 million budget.

Page 3 of 5



20190729- 5039 FERC PDF (Unofficial) 7/29/2019 10:58:40 AM

Contingency: At $63 million and given the level of insurance and the engagement of RES (and taking
their contemplated scope as a given) the level of contingency is within industry standards for such a
project. A Monte Carlo analysis was completed based on current risk understanding and a P80 level of
certainty. The resultant cost was carried in the 3™ Readout of the Cost Estimate. KRRC and AECOM
have divided contingency into three major categories: Estimate Uncertainty, Pre-GMP Contingency, and
Post GMP Contingency. While this approach may be useful in defining various contingencies, it would
be prudent to maintain full contingency funds, without retirement past the Estimate and Pre-GMP
milestones.

Plan B: The BOC has been concerned that, in the event the overall final project cost exceeds the $450
million in currently available funds, a “Plan B” is needed to provide for that funding. It was explained by
KRRC that “Plan B” is really a combination of value engineering (partial removal), outreach to the States
and reaching out for philanthropic support. The KHSA allows for each of these actions. KRRC intends to
incorporate a narrative to this effect within the body of the Final Definite Plan. It is the BOC's
understanding that the States, KRRC, and other stakeholders are currently engaged in Plan B discussion
and will ultimately agree on a Risk Management Plan and limits of indemnification.

Conclusion

The Board of Consultants, under FERC Letter of May 22, 2018 has been assigned, in part, to undertake
the following inquiry:

Review of adequacy of available funding and reasonableness of updated cost estimates for the
most probable cost and maximum cost for the Full Removal alternative, and the assumptions
made to calculate those estimates *

The BOC's position is that the Cost Estimate have been compiled and vetted consistent with industry
standards. Funds and contingencies appear to be reasonable and have a high likelihood of being
adequate given the PDB contracting model, the choice of a proven, competent contractor, the inclusion
of an experienced Specialty Indemnification Company (given the proposed scope) and the proposed
(with certain details still evolving) Risk Management Plan.

Ultimately however, it will be the Contractor’s assessment of cost and the resultant GMP along with the
confirmation of other cost elements that will determine the adequacy of funds. It is the BOC's
understanding that the GMP, SIC Agreement, other stakeholder agreements, total cost, contingency,
and risk evaluation will likely come together at a common point in time currently thought to be in the
first quarter of 2020.

'See, PacifiCorp, 162 FERC, 61,236 (2018) ("May 22 Letter Order").
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Yours sincerely,
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James Borg Craig Findlay
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Dan Hertel Ted Chant
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REVIEW DOCUMENTS

The Renewal Corporation provided the BOC with a number of additional documents in advance of the
informal meetings, as well as in response to requests from the BOC. Provided below is a list of the
review documents provided by the Renewal Corporation.

1.

10.

11.

12.

13.

14.

15.

16.

KRRC Request for Extension of Schedule to July 29 to Complete Response to Independent Board
of Consultants Report No. 1: FERC Nos. P-2082; P-14803, NATDAM-OR00559, CA00323,
CA00234, CA00323, to David E. Capka, P.E., Office of Energy Projects, Director, Division of Dam
Safety and Inspections (D2Sl), Federal Energy regulatory Commission, April 3, 2019

Klamath River Renewal Project, Estimate Review, 2" Read Out, March 14, 2019, KRRC

KRRC Budget Implementation Estimate — Full Demolition, DRAFT 2/25/2019

KRRC Cost Estimate — Full Removal (Draft Construction Extract Only), June 2018 & February 2019

Klamath River Renewal Project 2019 Construction Schedule, CONFIDENTIAL DRAFT, 12-Mar-19
11:26 (13 pages)

Draft Agreement informal meeting agenda and presentation information, Olivia email, March
22,2019

KRRC Cost Estimate — Full Removal (Draft Construction), June 2018 & February 2019
Review of Aon’s Preliminary Risk and Insurance Recommendations, May 2, 2019

Klamath River Renewal Corporation, Supporting Information — Model Flows Subject to
Refinement and Change, Aon, May 2, 2019

KRRC Insurance Summary — Confidential — For use by BOC Only

Proposed Liability Protection Program of Klamath River Renewal Corporation, KRRC, Draft —June
3,2019

Liability Transfer Corporation, Klamath Hydroelectric Settlement Agreement, Presentation to:
Board of Consultants, RES, June 6, 2019

Risk and Liability Transfer Plan, RES, June 6, 2019
Appendix B Risk Assessment Summary, Stantec, June 6, 2019
Review of RES’ Liability Transfer Corporation (LTC) Approach, June 6, 2019

Executive Summary, RES LTC Draft Proposal, Klamath River Renewal Corporation, June 6, 2019
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17.

18.

19.

20.

21.

22,

23.

24,

25.

26.

27.

Proposed Liability Protection Program of Klamath River Renewal Corporation. Klamath River
Renewal Corporation, June 6, 2019

Overview of Risk register and Risk Allocation Matrix, Klamath River Renewal Corporation, June
21, 2019

Definite Plan for the Lower Klamath Project, Appendix A - Draft Amended Risk Management
Plan, Klamath River Renewal Corporation, July 2, 2019

Risk and Insurance Draft Due Diligence Report, Klamath River Renewal Project, Prepared for the
Klamath River Renewal Corporation, AON, July 2, 2019

Klamath River Renewal Project, Board of Consultants Informal Meeting, Revised Cost Estimate
Read-Our, Klamath River Renewal Corporation, July 9, 2019

RES Company Overview & Introduction, July 12, 2019
RES Estimated Mitigation Costs, July 12, 2019
Klamath River Renewal Corporation Organization Chart, Jul7 12, 2019

Project Agreement for Design, Construction, Demolition and Habitat Restoration Services in
Connection with the Removal of the Lower Klamath River Dams, between the Klamath River
Renewal Corporation and Kiewit Infrastructure West Co. (redacted), April 24, 2019

Appendices to the Project Agreement for Design, Construction, Demolition and Habitat
Restoration Services in Connection with the Removal of the Lower Klamath River Dams,
between the Klamath River Renewal Corporation and Kiewit Infrastructure West Co. (redacted),
April 24, 2019

Draft Plan B Statement, Klamath River Renewal Corporation, July 12, 2019
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CORPORATION

July 29, 2019
DELIVERY VIA ELECTRONIC FILING

David E. Capka, P.E.

Office of Energy Projects

Director, Division of Dam Safety and Inspections (D2SI)
Federal Energy Regulatory Commission

888 First Street, N.E., Routing Code: PJ-13

Washington, D.C. 20426

RE: Response to Independent Board of Consultants Supplemental Recommendations
FERC No. P-14803, NATDAM-OR00559, CA00323, CA00234, CA003251

Dear Director Capka:

On November 28, 2018 the Lower Klamath Independent Board of Consultants (“BOC”) issued
its “Letter Report: Board of Consultants Mtg. No. 1 (“Report No.17). After further review of the
Klamath River Renewal Corporation’s (“Renewal Corporation”) response to the BOC’s
recommendations, on July 26, 2019, the BOC provided the Renewal Corporation with its “Letter
Report: Supplement to Board of Consultants Mtg. No. 1” (“Supplemental Report no. 1”). The
Supplemental Report no. 1 contains additional recommendations to which the Renewal
Corporation now responds.! The Renewal Corporation appreciates the BOC’s hard work and
thoughtful responses to the questions that FERC asked the BOC to review. In response to these
additional recommendations, KRRC submits the following plan and schedule to FERC for its
review and approval.

Recommendation 1: The BOC recommends that the contingency be re-assessed once the
final GMP is identified, LTC terms, conditions and costs are established, and
assignment/mitigation strategies for the remaining risks are addressed.

Response: The Renewal Corporation accepts this recommendation. The GMP will be
established in February of 2020 and included in an amendment to the Project Agreement. On or
before this date, the Renewal Corporation anticipates that it will have negotiated a definitive
agreement with RES as surety for long-term management of restoration and mitigation measures,

1 This response to the BOC’s Supplemental Report no. 1 is solely and exclusively attributable to the Renewal
Corporation. PacifiCorp has cooperated with the Renewal Corporation and BOC to allow the BOC's work to be
performed and completed in a thorough and timely manner. Except as may otherwise be expressly provided by
PacifiCorp, all statements in this response are based on facts and information that are known to the Renewal
Corporation and are not attributable to PacifiCorp or any other party.

2001 Addison Street, Suite 317 Berkeley, CA 94704| P: 510-914-4199| www.klamathrenewal.org
142328828.2
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and as a specialty corporate indemnitor, fulfilling its obligations under KHSA Appendix L to
provide a specialty corporate indemnitor covering such risks. The Project Cost estimate and
resulting contingency will be updated at that time. The Renewal Corporation will provide notice
to the FERC and the BOC when these events have occurred.

Recommendation 2: The BOC recommends that the BOC reviews future iterations of the
Project Insurance Program and PDB contract insurance requirements.

Response: The Renewal Corporation accepts this recommendation. The Renewal Corporation
will work closely with Kiewit to refine the insurance program described in the Amended Risk
Management Plan and will provide the BOC with updates should the recommendations stated in
the plan change. The BOC will have an opportunity to review future iterations of the insurance
plan. The final insurance plan will be reflected and updated (as necessary) when the Project
Agreement is amended to incorporate the GMP. The Renewal Corporation will provide notice to
FERC and the BOC when it has all binding commitments for insurance, bonds, and
indemnification consistent with the Amended Risk Management Plan in place.

Recommendation 3: The BOC recommends that the Risk Register be updated monthly.

Response: The Renewal Corporation accepts this recommendation. The Renewal Corporation
will update the risk register on a monthly basis. The Renewal Corporation will provide FERC
and the BOC with updates of the Risk Register on a quarterly basis, or more frequently if
requested.

Recommendation 4: The BOC recommends Renewal Corporation continue to work with
PacifiCorp and the States to define the scope, level and term of indemnification that is
currently set forth in the KHSA Appendix L.

Response: The Renewal Corporation accepts this recommendation. The Renewal Corporation
will continue to work with PacifiCorp and the States to satisfy the conditions to acceptance of the
transfer established by KHSA section 7.1.4, including but not limited to the requirements of
KHSA Appendix L. The Renewal Corporation will provide notice to FERC and the BOC when
it has satisfied the conditions of KHSA section 7.1.4.

Recommendation 5: The BOC recommends that further refining of “Plan B” continue.

Response: The Renewal Corporation accepts this recommendation. The Renewal Corporation
will continue to work with PacifiCorp and the States to further refine Plan B.

The first milestone for such refinement is when the Renewal Corporation has established the
GMP and LTC terms. At this point, should there be need for additional funding, the Renewal
Corporation, in partnership with the states of California, Oregon and PacifiCorp, will evaluate
value-engineering opportunities to reduce costs and risks that could arise after construction

142328828.2
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begins. The Parties may also decide at this time to pursue additional funding sources in
furtherance of their obligation to do so pursuant to Section 7.3.8.B of the KHSA.

The second milestone at which the Renewal Corporation would refine Plan B (if necessary) is
when all permitting conditions are known or can be anticipated with reasonable certainty.
Should there be need for additional funding identified at this time, the Parties will again evaluate
any further means to reduce cost or development risk. By way of example only, the Parties may
consider the potential risks and benefits of pursing the Partial Removal Alternative (as described
in the Definite Plan for purposes of environmental review) in lieu of the current proposal, and
then take such steps as might be required to pursue this alternative.

If, notwithstanding the Renewal Corporation’s efforts to reduce cost and development risk, the
Parties were to determine that additional funding is needed prior to acceptance of the license
transfer, then Parties would respond by identifying potential partnerships to supplement funds in
furtherance of their obligations to do so pursuant to Section 7.3.8.B of the KHSA. These
additional funding sources, and commitments from such sources, would be incorporated in Plan
B. As the BOC notes, there is broad support in the state governments for the completion of the
project.

These refinements, should they be needed, will be in place before the Renewal Corporation may
accept license transfer. The States and PacifiCorp must each be “assured that sufficient funding
is available to carry out Facilities Removal,” and that “their respective risks associated with
Facilities Removal have been sufficiently mitigated consistent with [KHSA] Appendix L. This
is required by Section 7.1.4 of the KHSA. Thus, before license transfer is effective, the States
must assess and accept any risk that would fall under their purview as FERC jurisdiction over the
project is relinquished under the terms and conditions of the surrender order.

Please do not hesitate to contact me if you need any additional information. Thank you.

Respectfu}ljlfr submitted,

Laura Hazlett
Chief Operations Officer & Chief Financial Officer
Klamath River Renewal Corporation

Enclosures
cc: Douglas Johnson, (D2SI) Portland Regional Engineer

Dustin Till (PacifiCorp)
Service List (FERC No. 2082-062 and 14803-000)

142328828.2
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Definite Plan - Appendix A ——

Amended Risk Management Plan KLAMATH
RIVER RENEWAL

CORPORATION

Prepared for:

Klamath River Renewal Corporation

Prepared by:

KRRC Technical Representative:

AECOM Technical Services, Inc.
300 Lakeside Drive, Suite 400
Oakland, California 94612

CDM Smith
1755 Creekside Oaks Drive, Suite 200
Sacramento, California 95833

River Design Group
311 SW Jefferson Avenue
Corvallis, Oregon 97333

Aon
200 E. Randolph Street, 12t Floor
Chicago, lllinois 60601

Resource Environmental Solutions, LLC
6575 West Loop South, Suite 300
Bellaire, Texas 77401

List of Preparers:

Laura Hazlett (KRRC) — COO and CFO Klamath River Renewal Corporation
Richard Roos-Collins (Water Power Law) - Legal

Sam Burley (RES) — Legal and Risk Management

Carol Stark (Aon) — Insurance and Risk Management

Seth Gentzler, PE (AECOM) — Project Management and Hydraulic Engineer
Shannon Leonard, PE (AECOM) — Civil Engineer

John Roadifer, PE (AECOM) — Geotechnical Engineer

Tuna Tanriover (AECOM) — Quantitative Risk Assessor
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1. PLAN OBJECTIVES AND
BACKGROUND

1.1 Plan Objectives

The Klamath River Renewal Corporation’s (KRRC) objective is to manage risks to assure performance as
required by any license surrender order and other permits, and to further manage risks of property damages
as required by the Klamath Hydroelectric Settlement Agreement (KHSA). This amended plan was developed
in conjunction with the amended Estimate of Project Costs report (KRRC 2019), where cost impacts
associated with all risks were categorized and quantified.

The implementation of any project comes with uncertainty and risk that can affect schedule, budget, and
project performance. This is even more applicable to large, multi-disciplinary and high-profile projects.
Successful implementation includes planning to identify and manage those uncertainties and risks. Section
7.2 of the KHSA, as amended, sets forth the essential elements of a risk management plan to be included in
and implemented as part of the Definite Plan. These elements include the following:

e Insurance, performance bond, or similar measures as required by Appendix L to the KHSA,

e Accounting procedures that will result in the earliest practicable disclosure of any actual or
foreseeable cost overrun;

e Appropriate mechanisms to modify or suspend performance of any task subject to such cost overrun;
and

e Measures to reduce risks of cost overruns, delays, or other impediments to dam removal.

This plan addresses these requirements as follows:

e Section 2 summarizes KRRC’s selected progressive design-build project delivery method and the
process utilized to select the preferred Progressive Design-Builder (PDB), and finalize the Project
Agreement

e Section 3 identifies the insurance, bonds and other surety arrangements to be secured by the KRRC
in compliance with Appendix L to the KHSA

e Section 4 includes a design and construction risk register and measures to reduce risks of cost
overruns, delays, or other impediments to dam removal

8 01 ] Plan Objectives and Background July 2019
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The objective of this Risk Management Plan is to provide the tools and processes to identify and quantify the
design and construction risks that are particular to the Lower Klamath Project (Project), assign those risks to
the appropriate party, develop design and construction risk management strategies to reduce or eliminate
the risk, and to manage and re-evaluate the risks as the KRRC progresses through the project lifecycle.

1.2 Changes Since Previous Plan
Modifications to this Risk Management Plan fall into several categories and are summarized below:

1. Phase of Project: Several risks were associated with a phase of the project that is now complete
(e.g. procurement), and those risk have therefore been retired. If any of these risks impacted cost or
schedule, that is now incorporated into the latest estimate of project costs and implementation
schedule.

2. Latest Project Understanding: Over the past year, risk management strategies have been
implemented, project details have been refined, and informal agency consultations have allowed a
more comprehensive understanding for some of the included risks, and the register and associated
data now incorporates this latest understanding.

3. Input from Insurance and Liability Transfer Entities: The KRRC has contracted with companies in the
past year to obtain refined input into the question of project insurance and liability transfer. This
input is summarized in the sections herein, and in many cases has informed the risk register and
associated data.

4. Input from Progressive Design-Builder: The KRRC has contracted with a progressive design-build
contractor to complete the final design and construction for the project. Input from the design-
builder in many cases has informed the risk register and associated data.

1.3 Project Background & Overview

The proposed Project is described in Sections 4 through 7 of the Definite Plan, and generally includes the
decommissioning and full removal of four dam developments (Iron Gate, Copco No. 1 and No. 2, and J.C.
Boyle) on the Klamath River approximately 200 miles from the Pacific Ocean in the states of Oregon and
California by the KRRC. Figure 1.3-1 provides an overview of the Klamath River watershed and the locations
of the four dams. The Project objectives are to restore free-flowing river conditions and volitional fish
passage by the complete removal of dams, power generation facilities, water intake structures, canals,
pipelines, and ancillary buildings. The Definite Plan also describes a partial removal alternative which is
presented for purposes of environmental review. Under the partial removal alternative, the objectives of a
free-flowing river conditions and volitional fish passage would be achieved, but portions of each dam would
remain in place, along with ancillary buildings and structures such as powerhouses, foundations, and pipes.
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Figure 1.3-1 Klamath River Watershed and Facilities Locations

Prior to removal of the dams and hydropower facilities, the KRRC will drawdown the water surface elevation
in each reservoir as low as possible to facilitate accumulated sediment evacuation and to create a dry work
area for facility removal activities. To meet drawdown timing and duration, specific infrastructure
modifications are required at Iron Gate and Copco No. 1 dams in advance of drawdown. In general,
drawdown will begin on January 1 of the drawdown year, and will extend through March 15 of the same year.
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After drawdown is accomplished, dam and hydropower facility removal will begin, and the KRRC will stabilize
remaining reservoir sediments to the extent feasible. Full reservoir area restoration will begin after
drawdown, and extend throughout the year, and possibly into the subsequent year. Vegetation
establishment could extend several years.

Other key project components include measures to address aquatic and terrestrial resources, road and
bridge improvements, relocation of the City of Yreka’s pipeline across Iron Gate Reservoir and associated
diversion facility improvements, flood improvements downstream, as well as demolition of various recreation
facilities adjacent to the reservoirs.

1.4 Project Funding and Plan B

The financial capacity of KRRC is an integrated package consisting of: (1) $450 million in committed
funding; (2) use of PDB contract to assure a single point of accountability; (3) engagement of best-in-industry
project team; (3) requirement of a Guaranteed Maximum Price (GMP) before KRRC’s acceptance of license
transfer; (4) insurance, bond, and indemnity program that provides many hundreds of millions of dollars of
risk protection; and (5) a project cost estimate at the industry standard P(80) level. As discussed below, the
cash reserve will likely increase as the project proceeds, as current risks based on uncertainties are retired.
Further, the States and PacifiCorp must agree to the sufficiency of the financial capacity before license
transfer.

The KRRC has the financial capacity to move forward with Project implementation, and to do so from a
position of strength. However, like any licensee that is responsible to meet its license obligations,
unforeseen and remote circumstances theoretically could arise that would require the KRRC, if the
Commission approves license transfer, to raise additional funds. Facing these circumstances, how would
the KRRC respond?

The KRRC would evaluate value engineering opportunities.t This is a best practice in any complex
construction project. Prior to construction, the Kiewit team will identify such opportunities to reduce costs
and risks that could arise after construction begins, consistent with the project purpose and any permit
terms for protection of environmental quality and public interest. The KRRC will examine these opportunities
on an iterative basis as construction proceeds. The Renewal Corporation has received authorization for such
adjustments in Oregon’s water quality certification and will seek such authorization in other permits.2

1 KHSA section 7.2.1.A(5).

2 Oregon Department of Environmental Quality (“ODEQ”), “Clean Water Act Section 401 Certification for the License
Surrender and Removal of the Lower Klamath Project” (September 7, 2018), Condition 7 at 6 (authorizing a “Remaining Facilities
and Operations Plan”). See also California State Water Resources Control Board (“SWRCB”), “Draft Water Quality Certification”
(September 23, 2018), Condition 6 at 28 (“Remaining Facilities”). Of course, the Renewal Corporation will expect to receive the
Commission’s approval of any such adjustment as specified in a license surrender order.
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Additionally, under KHSA sections 7.2.1.A(5) and 8.7, parties will meet-and-confer to address and resolve
any such circumstances that could arise after license transfer or surrender (in this case, after construction
begins). Further, while its financial capacity of $450 million is created and limited by the state cost cap, the
KRRC has a duty to seek, and the other parties have a duty to support, third-party funding as appropriate to
supplement that capacity.3 Specifically, the parties are contractually committed to “identify potential
partnerships to supplement funds generated pursuant to this Settlement.”

In sum, the KRRC reasonably expects to secure additional funds if necessary, taking into consideration the
strength of the project team, and the active support of the States and other parties for completion of Project
implementation as an essential step in restoration of basin ecosystem. Finally, the KRRC may continue
accruing interest on the customer funds in excess of the $28 million assumed in the cost cap.5

3 KHSA section 7.3.8.B; see June 24, 2017 AIR Response, item 10; December 4, 2017 AIR Response, item 3; June 28, 2018
AIR Response, Item 3(c).

4 KHSA section 7.3.8.B.

5 KHSA section 7.3.8.A.
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2. PROJECT DELIVERY METHOD

2.1 Overview of Progressive Design-Build Delivery Method

KRRC executed a PDB contract (the Project Agreement) in April 2019 with Kiewit Infrastructure West Co.
(Kiewit). Kiewit is currently developing their detailed design packages. The KRRC and Kiewit intend to
negotiate and agree to a GMP by February 2020 and subsequently execute the Project Implementation
Contract Amendment to begin physical work, following FERC approval. By the time the GMP is negotiated,
the circumstances that most often lead to cost overruns for which the owner remains responsible - unknown
site conditions — while not eliminated, will have been significantly narrowed even beyond where it is today.
As a result, final pricing will be determined prior to KRRC's acceptance of the project license.

The Project Agreement stipulates that the Kiewit team will complete both design and deconstruction on an
integrated basis and will assure that, absent contractually defined uncontrollable circumstances, the work
will be performed with minimal cost overruns. Thus, any project costs incurred within the defined work scope
that are in excess of the GMP will be the responsibility of Kiewit, not KRRC. In addition, daily liquidated
damages will be payable to KRRC for unexcused delays, and KRRC will not be responsible for any cost
overruns except those caused by predetermined risks that are outside of Kiewit's ability to reasonably
manage and control. A qualified construction-management entity will oversee the performance of the dam
decommissioning and removal work under the Project Agreement.

This integrated project-delivery approach will be particularly useful for the Project because it will mitigate
several elements of project-completion risk, in addition to mitigating the general price risk inherent in all
construction projects. Integrated project delivery involves a mostly self-selected team (in this case led by
Kiewit) of highly qualified firms whose business interests are aligned, thus decreasing the risk of disputes
among team members. By addressing multiple aspects of the work in a single contract, integrated project
delivery also has the key advantage of creating one point of accountability for the Project, allowing KRRC to
bring a claim against a single entity for any flawed work. Additional benefits of integrated project delivery
include accelerated project delivery and improved project quality.

2.2 Risk Transfer to Design-Builder

In general, the selected delivery method makes Kiewit responsible for correcting any errors in design and/or
construction. Specific risks transferred to Kiewit under the project agreement include the risk of errors or
omissions in their work products; unexcused delays; unexpected work that Kiewit needs to perform to carry
out the basic work scope; unavailability of materials; non-compliance with the decommissioning plan;
adherence to applicable law and governmental approvals; intellectual property infringement; and the risk of
exacerbating any existing known hazardous substances or other pollution conditions. KRRC will retain the
risk of any delays caused by (i) uncontrollable circumstances (such as changes in law, force majeure, the
discovery of cultural relics, and dam conditions unknown at the time the contract is entered into); (ii) any
work scope changes directed by KRRC; and (iii) the inaccuracy of any reliance document information
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provided by KRRC or its subcontractors to Kiewit that formed the basis of the decommissioning plan and
that could not reasonably be verified by Kiewit.

The risk register included in Attachment A provides additional clarity as to who owns what risk. Depending on
the risk, the associated liability may be covered by Kiewit, insurance (see Section 3.2), the Specialty
Corporate Indemnitor (see Section 3.4), the Local Impact Mitigation Fund (see Section 3.5) or may be
retained by KRRC (see Section 2.8).

2.3 Contractor Selection Process

Kiewit was selected as the PDB using two-stage qualifications-based-selection (QBS) process. The first stage
involved a request for qualifications (RFQ), and the second stage involved a request for proposals (RFP). QBS
standards during the RFQ included:

e Past performance of similar projects in scope, magnitude (complexity and size, such as but not
limited to performance of work at multiple locations at the same time), and type (waterway work;
environmentally regulated, etc.)

o Sufficient financial strength, including basic financial metrics such as corporate net worth and
profitability

e Experience with federally regulated permitting processes

Longevity in industry

KRRC then invited three pre-qualified firms to make project submittals on a competitive proposal basis in
response to an RFP issued by KRRC. KRRC set forth the requirements for making project proposals in the
RFP and based them on the terms of the Definite Plan. KRRC selected the proposer submitting the best
value proposal (best overall price and technical merit) to perform the work. The states of California and
Oregon (States) and PacifiCorp were given the opportunity to review and comment on the selection process
and resulting project agreement to assure that their interests were protected and that the project work
would be properly carried out.

2.4 Performance Security and Indemnities

Sections 3.3 and 3.4 address bonds and the special corporate indemnitor in further detail. Kiewit will furnish
a conventional performance bond from a financially sound surety company, further assuring KRRC that
Kiewit will perform the project agreement as required. In addition, Kiewit is providing a parent company
guaranty securing performance of the project agreement. KRRC retains the right to call upon any such
guaranty or to draw on any such letter of credit if Kiewit fails to perform and use the proceeds to pay any
non-performance damages it is owed under the project agreement. Kiewit will also indemnify KRRC for any
loss or expense incurred by third parties resulting from an unexcused breach of the contract or any
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negligence or willful misconduct by Kiewit. Each party, as is conventional in contracts of this nature, will
waive the right to make a claim for punitive or consequential damages.

Kiewit has a stellar track record with large-scale and technically challenging civil projects, including most
recently, the emergency reconstruction of the Oroville Dam spillway, which involved removal and repair of
both the main flood control and emergency spillways in less than 18 months as well as extensive debris and
sediment removal, development of access roads, and other work. Kiewit has also undertaken projects such
as the Folsom Dam Spillway Construction (Phases Il & IV), East Toba and Montrose Hydroelectric Design-
Build and the Kwalsa and Upper Stave Hydroelectric Design-Build. Kiewit brings relevant experience working
with the states of California and Oregon, PacifiCorp as well as other business relationships that will greatly
enhance the KRRC project team.

2.5 Construction Management

AECOM will provide oversight of Kiewit, including detailed design review and full construction-management
services throughout the duration of the project agreement. The owner’s representative will participate in
Kiewit’s design development meetings and will review all final design documents developed by Kiewit. KRRC
anticipates detailed reviews at the 30%, 60%, 90% and 100% completion levels, as well as review of final
Construction Documents (plans, specifications, design report and cost estimate). The construction manager
will be involved in recurring activities such as progress meetings, pay estimates, weekly progress reporting,
and schedule updates. These recurring activities are the basic machinery for transferring information,
making decisions, and identifying potential risks during construction. The construction manager will meet
weekly with Kiewit to review the status of completed work onsite. Kiewit will prepare and KRRC will review
and approve a written safety plan that Kiewit is required to follow, thus providing a uniform approach toward
project safety.

2.6 Post-Construction

While certain project construction risks will remain the responsibility of Kiewit through the Project Agreement
warranty and establishment requirements, many of the longer-term post-construction risks will be managed
by the Specialty Corporate Indemnitor, per the agreement discussed in Section 3.4. In general, the Specialty
Corporate Indemnitor will indemnify the KRRC, States, and PacifiCorp against all harm associated with post-
construction impacts to natural resources, in addition to assuring compliance with all post-construction
permit requirements related to natural resources. KRRC will continue to consult post-construction as
provided in the KHSA.

2.7 Independent Board of Consultants

In accordance with the FERC letter dated May 22, 2018 regarding approval of the Board of Consultants
(BOC), the BOC will review project documents as well as dam removal schedules, plans and specifications,
staging sequence, and supporting engineering studies as directed. KRRC will consider any recommendations
with respect to the various design submittals.
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2.8 Retained Risk and Project Contingency

If accurate information is supplied to the project contractor, no scope changes are requested by KRRC after
contract execution, and no uncontrollable circumstances occur, the Kiewit will be obligated to complete the
Project for the GMP (which is based on competitively bid elements of the construction work) established at
the GMP Amendment signing. On the other hand, if any of the risks retained by KRRC occur, KRRC as the
project owner will bear the costs. Accordingly, the project budget will include an appropriate contingency
reserve for any such risks, and KRRC will use insurance and other mechanisms such as contingency and
reserve funds to manage these risks. In addition, the KRRC will set up a Local Impact Mitigation Fund to
manage and bear the costs of certain retained risks as defined in Section 3.5.

Section 2.6 of the amended Appendix P (Estimate of Project Costs; July 2019) of the Definite Plan (KRRC
2019) discusses the calculated Project contingency, based on updated construction costs and Project risks.
Contingency was analyzed using a Monte Carlo analysis on any retained risks that were not covered by
insurance and were not transferred to Kiewit, Specialty Corporate Indemnitor, or managed through the Local
Impact Mitigation Fund. The current Project implementation estimate can accommodate a P80 Contingency,
in addition to an approximately $18 million reserve below the current funding limits.
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3. INSURANCE, BONDS AND OTHER
SURETY ARRANGEMENTS

3.1 Overview

The KRRC will insure against all insurable risks, at a level of coverage sufficient to cover the risks. This
section of the Risk Management Plan identifies the insurance, bonds and other surety arrangements that
KRRC will maintain in fulfillment of its obligations under Appendix L of the KHSA and prudent business
practices. KRRC developed this plan with specialized guidance and advice from Aon and Resource
Environmental Solutions, LLC. (RES).

Aon is a global professional services firm and its Commercial Risk Solutions’ division provides risk advisory,
risk transfer and structured solutions to reduce the client’s total cost of risks. Working with Aon as its
insurance and risk advisor, KRRC has established and will maintain a robust insurance program to minimize
first-party and third-party risks associated with the Project. The insurance program is designed to protect all
the key stakeholders and KRRC.

RES is the nation’s only fully scaled operating company providing comprehensive ecological restoration and
water resource solutions, as well as risk management and corporate indemnification solutions?. Working
with RES as its corporate indemnitor advisor, KRRC has developed a liability transfer program that will allow
them to fulfill their unique obligations under Appendix L of the KHSA.

3.2 Insurance

3.2.1 Overview

The KRRC received a Risk and Insurance Due Diligence Report from Aon in June 2019, which is attached to
this plan as Attachment B. The insurance recommendations included herein come from this Aon report.

KRRC will maintain two insurance programs, each of which will be designed to address different insurance
needs and requirements throughout the evolution of the Project. Prior to the commencement of dam
removal activities, the insurance currently maintained by KRRC is best viewed as a corporate insurance
program that covers KRRC’s general business risks (discussed below as the Corporate Insurance Program).

6 Additional information regarding this firm may be found at https://www.aon.com

7 Additional information regarding this firm may be found at https://www.res.us
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The insurance that will be maintained for final design and construction (Kiewit tasks) will fully comply with
the KHSA and Appendix L to the KHSA but will be procured by KRRC and/or Kiewit, as summarized below.

3.2.2 Timing

KRRC’s corporate insurance program is in place and is described below.

Kiewit insurances are also summarized below. The actual insurance policies will be put in place in
coordination with the beginning of the design or construction activities to which they relate, including certain
preliminary site work. For example, insurance for design work was in place at the time the Project Agreement
became effective. Insurance for the actual construction may not be in place until construction is ready to
commence.

3.2.3 Corporate Insurance Program

KRRC’s corporate program includes the following coverages summarized in Table 3.2-1:

Table 3.2-1 KRRC Current Corporate Insurance Summary

Type of Coverage Effective Date Limits Carrier
General Liability 6/30/19 - 6/30/20 $1M occ/$1M prod RSUI Indemnity
comp ops/$2M general
policy agg
Auto Liability — Hired & 6/30/19 - 6/30/20 $1M CSL CNA
Non-Owned
Workers Compensation  6/30/19 — 6/30/20 Statutory and $1M CNA
and Employer’s Liability
Property 6/30/19 - 6/30/20 Various but includes CNA
limits for off-site
coverage
D&O/E&O 6/30/19 - 6/30/20 $5M PGU
D&O/E&O 6/30/19 - 6/30/20 $5M Validus Specialty

3.2.4 Project Insurance Program

In structuring the Project insurance program for KRRC, Aon focused on two key factors: (1) protection of the
Project and the Stakeholders and (2) delivering the best value. With those guiding principles in place, Aon
recommended several modifications to previously proposed insurance programs. The first change is to have
Kiewit procure the general liability and workers compensation under a contractor-controlled insurance
program (“CCIP”). The reasons for switching from an owner-controlled insurance program (“OCIP”) to a CCIP
include the following:
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1. the fact that KRRC is a special purpose entity with no long-term operational history whereas Kiewit is
a 135-year-old construction and engineering company with a proven track record of success;

2. Kiewit’s purchasing power in the insurance market is greater than that of KRRC, which means it can
obtain more competitive pricing and terms and conditions; and

3. KRRC will eventually sunset after license surrender is effective, whereas Kiewit’s operations will
continue. This will allow Kiewit to manage any long-tail claims associated with the Project.

The second modification to the previously proposed insurance program is that Kiewit is being permitted to
use its corporate professional liability policy. Aon has reviewed the policy and it complies with all the
requirements that were set forth in the current Aon specifications. This saves the Project over $2M in costs
given that a project specific policy does not need to be purchased.

The last modification was to have the contractor’s pollution liability (“CPL”) and pollution legal liability (“PLL")
with linked limits and written with the same insurer. The reason that this is important is that claims often
trigger coverage under both policies, and having one carrier, whose limits are linked, avoids coverage
disputes. Aon has also recommended, based upon its actuarial analysis and industry expertise, to purchase
a limit of $50M vs. two $100M policies to avoid paying for coverage that will likely not be triggered.

Table 3.2-2 summarizes the proposed KRRC Project insurance program:

Table 3.2-2 KRRC Recommended Project Insurance Program

Type of Coverage Effective Date Limits Carrier

Builder's Risk Upon start of Probable Maximum Loss Kiewit
construction activities

CCIP for general liability, Upon start of $200M for the GL and Kiewit

workers construction activities Excess

compensation/employer

's liability and excess Statutory for WC and $1M

liability for employer’s liability

Auto Liability Upon start of $5M CSL Kiewit's corporate
construction activities policy

CPL/PLL Upon start of $50M linked limits KRRC

construction activities

Professional Liability Upon start of $25M Kiewit's corporate
construction design policy
Aircraft and Watercraft If aircraft and watercraft ~ $5M for watercraft, Kiewit's corporate
Liability are used aircraft and drones over policy
10 kg
$10M for helicopters
July 2019 03 | Insurance, Bonds and Other Surety Arrangements 21



20190729- 5039 FERC PDF (Unofficial) 7/29/2019 10:58:40 AM

— Definite Plan — Appendix A
KLAMATH Amended Risk Management Plan

RIVER RENEWAL

CORPORATION

3.2.5 Independent Board of Consultants

The BOC have reviewed the KRRC suggested Project Insurance Program list of insurance policies and
insured limits. The BOC includes a member or members with expertise in insurance coverage and bonding
for large and complex civil construction projects.

3.2.6 Ongoing Evaluation

KRRC and Aon will review all policies of insurance on a not-less-than-annual basis to make sure that they are
sufficient and cost effective relative to other insurance products and risk management tools as may
subsequently become available. If certain risks evolve, the insurance will be modified, as appropriate.

3.3 Bonds

3.3.1 Requirements and Timing

Appendix L to the Amended KHSA addresses bonding requirements. Bond requirements include bid bonds,
performance bonds (in an amount equivalent to original contract value) and payment bonds (in an amount
equivalent to original contract value). These bonds will be secured in connection with awarding the Project
Agreement to undertake decommissioning activities. Kiewit will maintain these bonds in addition to a parent
company guaranty. In the Project Agreement, the KRRC requires that all bonds be obtained from financially
sound surety companies. Bonds do not cover uncontrollable circumstances.

3.3.2 Performance Bond

The performance bond securing the contractor’s performance under the Project Agreement will be in the full
amount of the dam removal contract. The contractor's surety company issuing the bond will determine the
form of bond: however, AIA Form 312 is the predominant form in use at this time. To the extent alternate
forms are used, they are expected to be substantively similar.

3.3.3 Independent Board of Consultants

The BOC have reviewed the bonding requirements in the Project Agreement. Because the performance bond
backstops the dam removal contractor’s performance, it cannot be issued until the dam removal
construction contract is in place and will be issued at that time.
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3.3.4 0Ongoing Evaluation

As with insurance, KRRC and Aon will periodically review the amount and form of bonds (and/or parent
company guaranty or standby letter of credit) to make sure that they are sufficient and cost effective relative
to other products and risk management tools as may subsequently become available.

3.4 Specialty Corporate Indemnitor

3.4.1 Overview

Appendix L to the KHSA requires KRRC to identify and contract with a specialty corporate indemnitor (a
Liability Transfer Corporation, or LTC) to protect the States, as well as PacifiCorp from potential liabilities that
are not covered contractually by insurance or other risk mitigation strategies (e.g. PDB Agreement, Local
Impact Mitigation Fund, etc.). KRRC will fulfill this requirement in consultation with the States and PacifiCorp
and in connection with the design and implementation of the insurance and bonding program discussed
above. KRRC will use this risk management tool to address certain risks not covered by the proposed
insurance program. Parameters established by the KHSA to assess the sufficiency of a corporate indemnitor
include:

e Appropriate capitalization (as agreed to by the States and PacifiCorp)
e Performance in projects of similar scope, magnitude, complexity and type
e Experience with federally regulated permitting processes

e Longevity in the industry

The specialty corporate indemnitor will be structured contractually, through third-party indemnities or
potentially with additional special insurance products. As described in more detail below, the specialty
corporate indemnitor will perform certain portions of the Project and will assume responsibility for various
project risks, both during project execution and post-project (including the fulfillment of any long-term
mitigation obligations established by the Definite Plan or regulatory approvals).

The KRRC received a liability transfer plan from RES and will implement the proposed structure for
addressing risks that occur after the dams are removed and are not otherwise covered by insurance or other
contractual indemnification. These risks include (1) certain natural resources risks, (2) certain risks
associated with cultural resources and (3) risks related to property damages arising without fault of Kiewit.

For the first two categories of risk listed above (natural resources and cultural resources), the current intent
of the parties is that RES will serve as the LTC and will indemnify the KRRC, PacifiCorp and the States
against harm associated with those risks for a fee, through an indemnification agreement. This agreement
would also require RES, as LTC, to complete all activities (monitoring, maintenance, reporting, and
responding to unforeseen conditions) associated with natural resource-related permitting, California
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Environmental Quality Act (CEQA) and National Environmental Protection Act (NEPA) requirements, as well as
cultural resource inadvertent discoveries.

“Natural resource-related permitting” includes all requirements included in natural resource-focused
permits, including, but not limited to, the United States Army Corps of Engineers Clean Water Act Section
404 permit, the Endangered Species Act Section 7 Consultation (Biological Opinion), the Wild and Scenic
Rivers Act, Section 7 (Consistency Determination), the Oregon Clean Water Act Section 401 (Water Quality
Determination), the Oregon Endangered Species Act Incidental Take Permit, the Oregon Department of Fish
and Wildlife Fish Passage Approval, the California Clean Water Act Section 401 (Water Quality Certification),
the California Department of Fish and Wildlife Section 1602, and the California Endangered Species Act
Take Permit. In addition, all natural resource-related requirements in any federal, state or local permit or
Memorandum of Understanding, will be the responsibility of RES, who will indemnify the KRRC, PacifiCorp
and the States against any damages associated with related compliance.

For the third category of risk above (property damages arising without fault of Kiewit), a RES entity or,
potentially, the KRRC will implement a Local Impact Mitigation Fund to proactively address mitigation and
associated risks. The Local Impact Mitigation Fund is discussed in more detail below in Section 3.5.

3.4.2 Timing

KRRC expects to fulfill this requirement concurrently with the execution of the GMP Amendment for dam
removal construction.

3.4.3 Independent Board of Consultants

The BOC have reviewed the KRRC identified risks that will be transferred to a specialty corporate indemnitor.
KRRC'’s final decision on how best to use this risk management tool is, however, subject to the approval of
the States and PacifiCorp, in consultation with the Federal Parties, whose approval may not be unreasonably
withheld.

3.5 Local Impact Mitigation Fund

3.5.1 Overview

The Local Impact Mitigation Fund would be a pool of capital independently administered by a third party
following a methodology for compensating parties impacted by the removal of the dams, and covering funds
for defense of claims, as necessary. Based on discussions with persons who have successfully administered
such funds, RES believes a fund would be a cost-effective way to address potential litigation, and for this
Project, could address all the property impacts, while containing a reserve for litigation.

RES identified five key areas of property damage where insurance or indemnification (through the specialty
corporate indemnitor) was not available, and where a Local Impact Mitigation Fund would be a cost-effective
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solution to manage associated risks: (1) the potential for increased flooding, (2) impacts associated with the
release of sediment, (3) the potential for instability around reservoir rims, (4) impacts to groundwater wells
and (5) the potential for diminution in land value and similar claims.

3.5.2 Timing

KRRC expects to develop the fund and begin management of the fund within the next 6 to 12 months, to
allow sufficient time to complete associated outreach, negotiation, detailed design (where applicable) and
execution of agreements prior to the start of construction.

3.5.3 Independent Board of Consultants

The BOC have reviewed the KRRC identified risks that will be addressed through the Local Impact Mitigation
Fund and have provided their initial comments. KRRC’s final decision on how best to use this risk
management tool is, however, subject to the approval of the States and PacifiCorp, in consultation with the
Federal Parties, whose approval may not be unreasonably withheld.
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4. RISK REGISTER

4.1 Overview

This section identifies planning, design and construction risks (in the form of a risk register) and estimates

their likelihood and consequences of occurrence, ranking those risks to determine which pose the greatest
risk to the Project, and developing risk management strategies for the highest-ranking risks. Input from Aon
(on insurance) and RES (for Liability Transfer) have been considered in development of certain information

contained within the risk register (e.g. probability, impact), and were used to populate the risk “owner” and

“contingency carrier” columns, where appropriate.

The risk register will be a living document prepared with the participation of the full project team (KRRC,
consultants, stakeholders, etc.) eventually including Kiewit. This plan is based on the Project as it has been
described and developed in the Federal Energy Regulatory Commission (FERC) Definite Plan for
Decommissioning (KRRC 2018) (Definite Plan).

The plan will be updated periodically by the full project team to add newly identified risks and adjust risks
that have been previously identified either upward or downward.

The risk register identifies planning, design and construction risks as they are recognized throughout the
duration of the Project, and the KRRC is prepared to address all identified risks in the risk register in the
course of implementing a license surrender order. As described in more detail below, the KRRC has
identified an owner for each risk and is accounting for costs associated with each risk through one of the
surety arrangements summarized in Section 3, or through project contingency reserves, which have been
calculated using a Monte Carlo analysis and are documented in the amended Estimate of Project Costs
report (KRRC 2019).

KRRC has assigned each identified risk its own unique Risk identification (ID) number and categorized into
one of eleven risk categories, which are described in further detail in Section 4.3. Risk ID numbers are not
necessarily sequential, since they were derived from an initial broader list that may not have all moved
forward. The register also includes specific information and data associated with each risk as follows:

e A description of the risk

The root cause(s) of the risk

The phase of the project when the risk would be actualized

The likelihood (probability) that the risk will occur

A rating of the impact or consequence if the risk event occurred
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A risk score (rating) by combining the likelihood and related consequence
e The selected risk management strategy
e A summary of risk management measures

e The assigned owner of the risk
e The primary and secondary carriers of risk costs

The risk status

As the risk register is further developed and implemented, responsible parties from the KRRC and Kiewit will
be assigned to further define and implement risk management measures identified for each risk. As risks
are avoided or mitigated, or as new relevant information is obtained, risk category, score and rating will be
updated to reflect the latest information.

Since the risk register will evolve and KRRC will update it throughout the life of the Project, ongoing
assessment and reporting will be necessary. Reporting and other continuing risk management activities are
discussed in Section 4.8.

4.2 Related Risk Guidelines

FERC has developed interim guidelines for risk-informed decision making (FERC 2016) and the United
States Department of Homeland Security has published a resource for estimating economic consequences
for dam failure scenarios (DHS 2011). While both references are specific to dam facilities currently in
operation (which will remain PacifiCorp’s risk through completion of the Operations and Maintenance
Agreement), the considerations are relevant when considering risks associated with dam removal. Both
references, in addition to several dam failure case studies, were reviewed while identifying and estimating
consequences associated with dam safety risks during the removal process. Dam safety risks specific to
dam removal will be further developed through FERC’s Potential Failure Modes Analysis (PFMA) process, and
the risk register will be updated at that time, as appropriate.

A PFMA is a dam and project safety evaluation tool developed by FERC to be used in the Part 12, Subpart D,
program of dam and safety evaluations for FERC regulated projects. For dams that will be undergoing major
modifications, remedial work or are scheduled to have substantial changes which can include removal,
FERC’s Engineering Guidelines indicate that Supplemental PFMAs shall be conducted to evaluate the
recommended dam removal plan prior to de-construction. The PFMA process typically includes the following
Steps, which will be completed for this Project prior to GMP finalization:

1. Collection of Background Data (complete)

2. Selection of the PFMA Core Team
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Site Visit and Review

Comprehensive Data Review

PFMA Session

Evaluation of Surveillance and Monitoring

Documentation

Risk Category

KRRC has categorized each risk into one of the following general categories:

1.

July 2019

Environmental & Permitting — These are design and construction risks primarily related to
environmental, compliance and permitting aspects of the Project. Environmental aspects and
associated risks could involve existing or future biological, cultural or other environmental
conditions/species, potential construction related effects such as air quality or noise, or potential
downstream environmental effects. Permitting includes process-related considerations,
requirements associated with compliance and acquisition of all necessary regulatory permits.

Right-of-Way or Easements — Risks that primarily relate to acquiring access to other properties or
construction within existing easements on the project site.

Procurement — Risks that relate to the negotiation of the GMP.
Design — These are risks primarily related to development of the project design and subsequent
performance of associated Project features. Risks could involve performance failures as a result of

incorrect assumptions or calculations, incomplete or inaccurate drawings and specifications, etc.

Field Conditions — Risks that primarily relate to field conditions that may occur or be discovered
during construction.

Construction - Risks primarily related to actual construction of the Project including labor, equipment,
material, existing conditions, subsurface conditions, site safety, etc. Construction related risks could
involve Kiewit’s quality of work or production, as well as health and safety.

Reservoir Drawdown — Risks primarily related to the drawdown operation prior to dam removal.

Contractor Performance — Risks associated with the performance or quality during construction.

Dams, Powerhouses, Reservoirs — Risks primarily associated with the site improvement or the
facilities and their removal.
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10. Yreka Water Supply Pipeline — Risks primarily associated with the construction of the relocated
pipeline.

11. External Events — These are risks primarily related to events or conditions outside of the control of
the Project, such as unforeseen site conditions, forces of nature (e.g. floods and wildfires), etc.

4.4 Phases

Each identified risk will exist during particular phases of the Project. The Project phases include the
following:

1. Design: Design is the period during which the detailed and final design of the Project is performed
by Kiewit. Activities during this phase include field investigations for final design, final design,
permitting activities, and regulatory review and approval of the final design documents.

2. Construction: The period during which construction activities to implement the final design take
place. Activities during the Construction Phase include mobilization, preparation of the site, pre-
reservoir drawdown construction activities, other early construction activities, dam and
appurtenances demolition activities, followed by site restoration.

3. Post-Construction: The period following dam removal and site restoration.

The risk register identifies the phase when each risk would be actualized. Risks associated with regulatory
compliance will be mitigated throughout the required regulatory monitoring period.

4.5 Risk Score and Rating

The risk score and rating are a function of the probability of the risk occurring and the consequence if the
risk were to occur. Probability of occurrence is broken into five different categories to provide sufficient
ranges of likelihood, as listed below:

e Probability Score of 5: Risk has a 60% or greater probability of occurrence, meaning it is very likely
to occur

e Probability Score of 4: Risk has a 40 to 59% probability of occurrence, meaning it is likely to occur

e Probability Score of 3: Risk has a 20 to 39% probability of occurrence, meaning it is less likely to
occur

e Probability Score of 2: Risk has a 10 to 19% probability of occurrence, meaning it is unlikely to occur
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e Probability Score of 1: Risk has a less than 10% probability of occurrence, meaning it is very unlikely
to occur

Consequence of the risk occurring is also broken into five different categories to provide sufficient ranges for
the consequences of impact. Since impacts for various risks can apply to one or more aspects, it can be
difficult to quantify all risks using the same metric (e.g. cost increase in dollars, etc.). For that reason,
engineering and management judgment is involved when assigning consequence of impact scores. A high
level of coordination and collaboration among key project decision makers is necessary for assigning
consequence of impact scores. Table 4.5-1 provides some general guidance on consequence of impact
scores under relevant aspects.

The risk score is calculated by multiplying the probability of risk by the consequence of impact, and then
categorizing or rating the risk as low, moderate, or high as shown on the risk score matrix in Table 4.5-2. As
shown in the risk score matrix, any risk that has a consequence of impact score of 5 is categorized as a very
high risk.

Table 4.5-1 Consequence of Impact Definition for Various Aspects

CONSEQUENCE OF IMPACT

oderse @ | Figh () | Veryigh ®

et Schedule Schedule Schedule Schedule
No or little impact to delay of more
Schedule schedule delay of less delay of 3 to delay of 6 to than 12
than 3 months <6 months 12 months
months
Cost <$1M $1M-$5M $5M-$10M $10M-$30M >$30M
Number of
Number of Number of Number of individuals
o L L exposed to
individuals individuals individuals serious safet
No or littleimpactto  exposed to exposed to exposed to : y
Safety . . . . risk more than
public safety minor safety minor safety serious safety .
. . . 5, or any life-
risk less than risk greater risk less than .
threatening
5 than 5 5 .
risk (1 or
more)
Shlslisail Long-term Long-term
R . impact that is S S
. No significantimpact  Short-term L significant significant
Environmental . . : significant. . .
to any environmental impact that is impact to impact to
Impact Lo Long-term : : .
resource insignificant . . non-listed fisheries or
impact that is . . .
Lo species listed species
insignificant.
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Table 4.5-2 Risk Score and Ranking Matrix (green=low, yellow=medium, red=high)

5

(60-100%) 2 Y
4

(40-59%) © 5
Probability 3

of 0 3 6

Occurrence (20-39%)

2

(10-19%) 2 &
1

(1-9%) 1 2 3
1 2 3 4
Consequence of Impact

4.6 Risk Management Strategy

During development and implementation of the Project, KRRC will assign the risk strategy to identified risks
using the following codes:

1. Manage: Risk management seeks to reduce the likelihood of the risk occurring and/or the
consequence of the risk, should it occur.

2. Avoid: Avoidance of the risk eliminates the likelihood of the risk occurring and/or the consequence
of the risk, should it occur.

3. Transfer: Transference of the risk makes the risk either partially or completely another party's
responsibility.

4. Accept: Acceptance of the risk recognizes that the risk cannot be fully managed, avoided, or
transferred.

5. Shared: Shared risk means that the liability associated with the risk can be partially transferred (as
described above), but certain aspects of the risk remain with the KRRC and will need to be managed,
avoided or accepted.

KRRC will secure insurance, bonds, and indemnities before accepting license transfer and becoming owner,
to manage all relevant risks in the risk register.
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4.7 Risk Status

As the Project develops and is implemented, the status of identified risks will be assigned using the following
codes:

1. Open: risks that continue to pose a threat for the Project. These are risks that may or may not have
occurred that will not expire until some future date

2. Managed: risks which have had risk management measures implemented such that the likelihood of
occurrence or consequences of occurrence has been reduced to a level that the Project can accept
in the event the risk occurs

3. Expired: risks that may, or may not, have occurred but no longer pose a threat to the Project. When a
risk expires, the probability becomes zero thereby making the risk score zero

4.8 Continuing Risk Management

As mentioned above, KRRC will update the risk register throughout the life of the Project, with ongoing
assessment and reporting. The project team will manage and track the risk register through all phases of the
Project.

Now that Kiewit has begun their work on Preliminary Services (investigation and design), they are developing
their own risk register, which will focus solely on the design and construction phases of the Project. The
KRRC will work proactively with Kiewit to identify and manage all risks associated with design, permitting
and construction, while continuing to manage any risks outside of Kiewit’s scope of work.

KRRC will secure insurance, bond, and indemnity before accepting license transfer and becoming owner, to
manage all relevant risks in the risk register.

4.8.1 Risk Workshops

After the initial identification of risks, KRRC will conduct a series of risk workshops at strategic points
throughout the Project duration. The goal of these risk workshops will be to further update and refine risks,
conduct evaluations and explore mitigation opportunities, while engaging new partners in the Project and the
risk management process. Likely times for subsequent risk workshops include:

o After completion of Kiewit’s Preliminary Services risk workshop
o After key permits are issued (e.g. FERC Surrender order)
e Prior to first commencement of significant construction activities

e Midpoint of construction, or prior to significant phase(s) of construction
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4.8.2 Monitoring and Control

During each risk management meeting, the attendees will review status, risk score and risk management
opportunities for all active risks. Output of the risk management meeting will be an updated risk register for
distribution.

Project monthly progress reports will include a list of open risks, the status of associated risk management
actions, and any changes to action completion dates. A narrative will explain any significant exceptions to
risk management action completion dates. KRRC will report any new risks.

KRRC will not delete expired risks (i.e. those that have occurred but no longer pose a threat to the Project) —
these will remain on the risk register as closed items, or they will be transferred to a register of expired risks
for documentation purposes.

Design Phase

At a minimum, KRRC will complete quarterly updates throughout the detailed design phase.

Construction Phase

KRRC and Kiewit will hold routine risk management meetings at least once every two months. The owners
assigned to risks in the current project phase will attend these meetings.

4.8.3 Closing Risk Registers and Lessons Learned

Closing risk registers involves documenting all managed risks and final impacts on the overall Project.
Impacts include, but are not limited to, impacts on project costs and schedule. KRRC will similarly document
monitored but unmitigated risks. This information will be available for use on future projects and can be
used to adjust severity and probability indices, better define risk tolerance levels and improve risk
management efforts.

KRRC will prepare a Lessons Learned Report when the risk register is closed. The primary focus will be to
identify activities which were highly effective, effective, partially effective, or not effective, and to recommend
ways to improve overall effectiveness for risk management activities.

4.9 Risk Register

The current risk register is included as Attachment A. Each risk is categorized by project phase, and the root
cause of each such risk is identified. The risk register identifies probability, impact and weight, and provides
an overall ranking for each risk, as well as a strategy for managing each risk, and risk management
measures, where appropriate. Finally, the risk register identifies the risk owner and the status of each risk.
As noted above, the risk register will evolve and be updated throughout the life of the Project, involving
ongoing assessment and reporting.

34 04 | Risk Register July 2019



20190729- 5039 FERC PDF (Unofficial) 7/29/2019 10:58:40 AM

Chapter 5: References




20190729- 5039 FERC PDF (Unofficial) 7/29/2019 10:58:40 AM

— Definite Plan — Appendix A

—
KLAMATH Amended Risk Management Plan

RIVER RENEWAL

CORPORATION

5. REFERENCES

Federal Energy Regulatory Commission 2016. Interim Guidance, Risk-Informed Decision Making (RIDM),
Risk Guidelines for Dam Safety, Version 4.1. March 2016.

KRRC 2018. Definite Plan for the Lower Klamath Project, Klamath River Renewal Corporation. June 2018.

KRRC 2019. Amended Appendix P, Estimate of Project Costs, to the Definite Plan for the Lower Klamath
Project, Klamath River Renewal Corporation, July 2019.

United States Department of Homeland Security 2011. Dams Sector: Estimating Economic Consequences
for Dam Failure Scenarios. September 2011.

United States Fish and Wildlife Service 2016. “Penobscot River Restoration Project Celebrates Final
Milestone, Reconnects River to the Sea” (June 14, 2016), available at
https://www.fws.gov/news/ShowNews.cfm?ID=4F928157-CED5-9E63-1D41C23A5AC7707F.

36 05| References July 2019


https://www.fws.gov/news/ShowNews.cfm?ID=4F928157-CED5-9E63-1D41C23A5AC7707F

20190729- 5039 FERC PDF (Unofficial) 7/29/2019 10:58:40 AM

Definite Plan - Appendix A —
Amended Risk Management Plan KLAMATH

RIVER RENEWAL

CORPORATION

Attachment A  Risk Register

July 2019



Attachment A Risk Register

A=COM

Risk Category

N
o
=
8
3 Owner
S Owner /
! Force Majeure
Ul
o PDB
w
© Owner / PDB
M Owner / PDB /
m Force Majeure
R Owner's Egr
Y, Owner's Egr / Post-GMP Post-GMP
9 PDB Contingency Contingency
5 Very High — Owner / Pre-GMP Pre-GMP
g Owner's Egr/ Contingency Contingency
= PDB
5 Very Likely 4 High Avoid ; LTC LTC LTC
(60-100%) -
Any time 4 Likely 3 Moderate Transferg—J PDB/LTC Local Impact Local Impact
(40-59%) =~ Mitigation Fund ~ Mitigation Fund
Design 3 Less Likely 2 Low ManageX Owner / PDB / PDB PDB Open
(20-39%) N LTC
Construction 2 Unlikely 1 Very Low Accept Q Owner /LTC Insurance Insurance Managed
-199 N
(10-19%) o
Post- 1 Very Unlikely 0 No impact Share '5 PacifiCorp - - Expired
Construction (1-9%) .
Risk Identification Risk Assessment (for Risk Management) o Risk Mitigation Risk Costs Coverage

Risk Description

Root Cause(s)

Phase When
Actualized

Probability
(P)

Risk

Weight

(P x1)

Overall Rating

KRRC
Management
Strategy

Risk Management Measure

Risk Owner

Primary
Contingency
Carrier

Secondary
Contingency
Carrier

Risk
Status

Environmental & Permitting
4 Environmental & [Unanticipated FERC/DSOD Agency, FERC, DSOD, BOC, or Design 2 Unlikely 2 Low 4 Low Manage Close coordination where possible with Owner Pre-GMP - Open
Permitting Requirements PFMA reviews result in unanticipated (10-19%) referenced agencies; Prepare technical Contingency
Unanticipated Project requirements from requirements assessments that can hold up to scrutiny.
agencies, FERC, or DSOD (including Proactive agency coordination and field
through BOC or PFMA processes) may studies are underway.
cause delays to the project and increase
costs.
8 Environmental & |Unanticipated Other Permit Permitting agencies require offsite Design 4 Likely 3 Moderate 12 Med Manage Early consultation with agencies; Sound Owner /LTC Pre-GMP LTC Open
Permitting Requirements mitigation or any other requirements (40-59%) approach to restoration. Proactive agency Contingency
Unanticipated permit requirements that beyond anticipated requirements coordination and field studies are underway.
increase contract price if not known at time
of preparation of the Guaranteed Maximum
Price (GMP).
15 Environmental & |KRRC-Managed Permitting Delays Agency unable to process permit to Design 3 Less Likely 2 Low 6 Med Manage Ongoing early consultation with agencies and Owner Pre-GMP - Open
Permitting There may be delays to acquire permits allow for required construction start (20-39%) early permit application submittal. Proactive Contingency
(e.g. Corps 404, ESA Sec 7, CDFW MOU, |date agency coordination and field studies are
Siskiyou County MOU) underway.
76 Environmental & [FERC Process Delays FERC schedule delays Design 4 Likely 3 Moderate 12 Med Accept Proactive response to FERC requests and Owner Pre-GMP - Open
Permitting FERC process (including NEPA) may take (40-59%) strict adherence to FERC standard protocol Contingency
longer than anticipated, resulting in Project and processes.
delay.
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Risk Category

Risk Description

Root Cause(s)

Phase When

Actualized

Probability
(P)

Risk
Weight
(PxI)

Overall Rating

6102

KRRC
Managemerit
Strategy

Risk Management Measure

Risk Owner

Primary
Contingency
Carrier

A=COM

Secondary
Contingency
Carrier

Environmental & [Listed Species - Western Pond Turtle Project effect on listed species Any time Likely Moderate Manage; |Proactive coordination with appropriate Owner /LTC Pre-GMP Open
Permitting Western Pond Turtle becomes Federally (40-59%) R regulatory agencies on likely requirements and Contingency
listed during permitting process. This may associated field work; Address contingency in
result in additional cost. 2 [consultations. Proactive agency coordination
9 and field studies are underway.
~—~
c
112 Environmental & [Permit Reopener Unforeseen or changed site condition [Construction Unlikely Moderate 6 Med TransferQ  [Flexible project descriptions that allow for PDB/LTC LTC LTC Open
Permitting Changes during construction that require  |requires altering planned construction (10-19%) — |design options; Comprehensive field
an amendment to a permit. and project impacts which require a ; investigation and documentation.
change to a permit. Design change by -
PDB to save costs or time. 2
N—r
X
27 Environmental & [Construction Permits Poor planning, insufficient Design Less Likely Low 6 Med Share B Owner coordination with Contractor for PDB PDB - Open
Permitting PDB may be unable to obtain construction |communication, difficulty negotiating (20-39%) ; proactive communication with Counties;
permits (e.g. County encroachment requirements o |Contingency planning for delayed start during
permits) in time for construction. This may 5‘ first year of construction.
lead to schedule delays. —
Q
n
37 Environmental & [Special-Status Species Presence Unanticipated species found onsite Construction Likely Low 8 Med Transfer®  |Additional surveys to identify nest locations in LTC LTC Insurance Open
Permitting Special-status species (incl. bald and cause stop work (40-59%) N [the years leading up to construction;
golden eagles) presence delays o Implementation of the avoidance and
construction > |minimization measures identified in the
< Definite Plan; Effective transfer of risk through
Contract terms to Design-Builder. Pre-
construction surveys; Design planning;
Require work areas to be cleared prior to
nesting season; Proactive surveys for nesting
activity during nesting season; Proactive
nesting mitigation measures during nesting
season.
40 Environmental & [Permit Requirements Not Satisfied Responsible party (PDB or LTC) does |Post- Likely Very Low 4 Med Transfer Coordination between Designer, Contractor, LTC LTC - Open
Permitting Mitigation measures or permit requirements |not meet expectations of permitting Construction (40-59%) and permitting agencies; Satisfy permit
may not be satisfied. This may lead to agencies in meeting permit requirements.
delays and additional costs. requirements
42 Environmental & [Cultural Resource Damage Mitigation measures fail to protect Construction Unlikely Very Low 2 Low Transfer Identification of existing cultural resources to PDB/LTC Insurance LTC Open
Permitting Known cultural resource may be damaged |[resource (10-19%) the extent feasible; Ongoing coordination with
during construction. This may lead to a cost tribes and local historical societies to assess
impact. potential damage and identify measures.
68 Environmental & |Downstream Biological Resource Effect of suspended sediment causes [Construction Unlikely Low 4 Low Transfer Develop appropriate aquatic resource PDB/LTC LTC Insurance Open
Permitting Damage greater than anticipated impact to (10-19%) measures through coordination with the
Greater than anticipated effect on given species regulatory agencies; Implement risk
downstream biological resources may lead management measures to address effect on
to additional costs. downstream resources.
70 Environmental & |Protected Species Loss Mitigation and rehabilitation measures |Post- Unlikely Low 4 Low Transfer Proactively monitor species before and during LTC LTC Insurance Open
Permitting Coho or Bald and Golden Eagle net loss provide insufficient protection Construction (10-19%) construction; Implement additional risk
within 5 years of construction completion management measures.
may lead to additional cost in fines.
Printed on 7/2/2019
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Risk Category

Risk Description

Root Cause(s)

Phase When

Actualized

Probability
(P)

Risk
Weight
(PxI)

Overall Rating

6102

KRRC
Managemerit
Strategy

Risk Management Measure

Risk Owner

Primary
Contingency
Carrier

A=COM

Secondary
Contingency
Carrier

Environmental & |Bat Loss Predictive model of bat roost Post- Unlikely Very Low Transferp  [Agency input into performance requirements PDB/LTC Insurance Open
Permitting Bat roosts do not meet success criteria effectiveness is incorrect Construction (10-19%) R in DB contract and design; Proactive QA/QC
requiring additional mitigation, which may during construction. Cost estimates should
lead to additional cost in fines. § assume prudent amount of replanting or other
habitat maintenance.
~—~
S
72 Environmental & [Habitat Restoration Constructed project component does  |Post- Unlikely Low 4 Low TransferS, [Agency input into performance requirements PDB/LTC LTC Insurance Open
Permitting Unanticipated maintenance or repair not meet agency expectations Construction (10-19%) —~ |in DB contract and design; Proactive QA/QC
required during regulatory monitoring and o during construction. Cost estimates should
reporting period (e.g. plant establishment, ; assume prudent amount of replanting or other
tributary passage blockage, etc.). Habitat = habitat maintenance.
restoration may lead to additional cost.
X
N
86 Environmental & [Restoration Materials Unavailable Insufficient quantities available for Construction Unlikely Low 4 Low Share =< |Early collection of seed and nursery PDB PDB - Open
Permitting Local restoration materials (seed, plants) |collection or insufficient quantities (10-19%) 8 propagation of plants for restoration prior to
may not be available. This may lead to produced by propagation = award of DB contract.
schedule delays and increased costs. ©
S
(&)
©
88 Environmental & [Flood Mitigation Delays Implementation of downstream flood  [Construction Unlikely Low 4 Low Manage,, [Complete early outreach to residents and Owner Local Impact Insurance Open
Permitting Flood mitigation improvements delay improvements take longer than (10-19%) O |owners in affected areas; Evaluate decision Mitigation Fund
reservoir drawdown. anticipated and are not completed prior 3 [to proceed with drawdown even if there are
to reservoir drawdown < |holdouts that do not allow flood
improvements.
96 Environmental & |Proliferation of Weeds Proliferation of weeds Post- Unlikely Low 4 Low Transfer Contract warranty period; Post-construction PDB/LTC LTC PDB Open
Permitting Weeds outcompete native plants and site Construction (10-19%) maintenance requirements in contract.
restoration goals are not met. This may
lead to a cost impact for the project. More
monitoring at the end of tail end.
Right-Of-Way or Easements
28 ROW Easement Restrictions Insufficient communication and Any time Likely Very Low 4 Med Manage Proactive communication with access road Owner Post-GMP - Open
ROW!/construction easements may be compromise with property owner (40-59%) owners; Contingency planning for use of Contingency
denied for modification of access roads or access roads without modification.
other improvements
83 ROW Adjacent Properties Impacted Unanticipated impacts during roads Construction Less Likely Low 6 Med Share Contractor required to develop final design Owner / PDB Local Impact Insurance Open
Unforeseen impact to adjacent properties |work or downstream mitigations (20-39%) that considers adjacent properties; Early Mitigation Fund
during construction. identification of property impacts.
106 ROW Property Restrictions Difficulty in completing the title report in [Design Very Unlikely Very Low 1 Low Manage Work proactively to manage this task so that it Owner Pre-GMP - Open
The title search may uncover easements or |a timely manner and/or research (1-9%) does not become critical path. Contingency
other property instruments that affect the |reveals challenge to design or
implementation of the work. construction
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Phase When Probability Risk KRRC Primary Secondary
Risk Category Risk Description Root Cause(s) : Weight |Overall Rating| Managemert Risk Management Measure Risk Owner Contingency Contingency
Actualized (P) . .
(PxI) Strategy Carrier Carrier
Procurement m
18 Procurement |Guaranteed Maximum Price Agreement |Disconnect between DB and Owner Design 3 Less Likely 2 Low 6 Med Manageg Robust Engineer's estimate to include Monte Owner Pre-GMP - Open
Failure to agree to GMP during detailed (20-39%) Carlo analyses; Independent review of Contingency
design. This may lead to a schedule delay. § Engineer's estimate, Include adequate
contingency for project risk; Utilize project
~— |delivery method that provides Contractor’s
g progress cost estimates to control budget
© |[(PDB).
—
;' Close coordination and transparency on costs
;' and associated assumptions during progress
= cost estimated prepared by DB; Provide
contract exit strategy that Owner can
X [terminate for convenience and implement
N |alternate delivery approaches.
©
N
Design =
13 Design Increased development City/county allows construction permits |Design 1 Very Unlikely 1 Very Low 1 Low Accept —  [Coordination with appropriate agencies; Owner / Post-GMP Local Impact Open
Increased development within the to be issued to developers (1-9%) S Consider an early CLOMR application to Force Majeure Contingency Mitigation Fund
floodplain beyond mitigations already o Counties.
included requires additional flood mitigation %
beyond what is planned b
o
17 Design Disputes Breakdown in PDB team relationship  [Design 2 Unlikely 2 Low 4 Low Transfer:(> Consider contractual measures to maximize PDB PDB - Open
DB Designer and Contractor disputes may (10-19%) < |design/contractor collaboration such as
lead to schedule delays and cost increases require Designer to be a partner rather than a
subcontractor and provisions that oblige
Contractor to continue work even when
dispute arises.
25 Design Errors and Omissions Designer error Construction 3 Less Likely 2 Low 6 Med Transfer Comprehensive design review; proactive PDB Insurance PDB Open
Design errors or omissions lead to Project (20-39%) QA/QC.
delays or cost overruns
Field Conditions
19 Field Conditions |Field Conditions Field condition differs from Construction 3 Less Likely 1 Very Low 3 Low Manage Comprehensive field investigation and Owner / PDB / Post-GMP Insurance Open
General changed field condition documented findings (20-39%) documentation. LTC Contingency
(geotechnical, existing utilities, hazardous
materials, and biological resources) leads
to redesign, project delays and/or cost
overruns.
29 Field Conditions |Quantity Overruns Existing as-built data, exploratory data |Construction 1 Very Unlikely 2 Low 2 Low Manage Obtain new topographic and bathymetric data Owner Post-GMP - Open
Quantity overruns on earthwork, concrete |not adequate or accurate (1-9%) for use by Designer and Contractor; Rigorous Contingency
demolition, etc. QA by Owner on design calculations and
assumptions related to earthwork volumes.
36 Field Conditions [Sediment Access Lack of material properties Construction 2 Unlikely 2 Low 4 Low Transfer Comprehensive investigation and testing PDB/LTC LTC Insurance Open
Reservoir sediment may be more difficult to Junderstanding (10-19%) during planning and detailed design phase
access than anticipated, causing (with PDB).
construction delays (restoration)
41 Field Conditions |Non-burial Related Discoveries Non-burial cultural resource not Construction 2 Unlikely 1 Very Low 2 Low Transfer Identification of existing cultural resources to Owner /LTC LTC Post-GMP Open
Unanticipated non-burial related cultural disclosed or already known about (10-19%) the extent feasible; Ongoing coordination with Contingency
resources (foundations, barns, etc.) Native American groups-and local historical
discovered during reservoir drawdown or societies; Development of treatment measures
construction (beyond current allowance). that would implemented following drawdown
Costs exceed allowances or during construction.
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Risk Management Measure

Risk Owner
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Carrier

A=COM

Secondary
Contingency
Carrier

Field Conditions |Burial Related Discoveries Burial site not disclosed or already Construction 4 Likely 3 Moderate Transferp  [ldentification of existing cultural resources to Owner /LTC Post-GMP Open
Unanticipated burial related conditions may |known about (40-59%) R the extent feasible; Ongoing coordination with Contingency
exist. Including sites, human remains, or Native American groups and local historical
funerary items discovered within reservoir I |societies; Development of an Inadvertent
areas during reservoir drawdown - requiring 9 Discovery Plan, Monitoring Plan, and
cessation of construction activities for a ~—~ |NAGPRA Plan of Action, and rapid response
long duration. Discovery impacts ability to g plan to address the possibility of burial sites
perform construction - primarily Yreka ©  |becoming exposed during drawdown.
waterline, Fall Cr Hatchery, Iron Gate -~
Hatchery, and bridges c_w
o}
N—r
91 Field Conditions |Fish Barriers Unknown pre-existing barriers exposed |Construction 3 Less Likely 1 Very Low Low Transfer Review of historic documents for evidence of LTC LTC Insurance Open
) . . ~ . )
Unknown fish passage barriers are found |during drawdown (20-39%) ~ |barriers; Require Contractor to develop
during drawdown. Their discovery will lead B contingency plan to evaluate for barriers
to additional cost. ; following reservoir drawdown and actions to
o |remove barriers during dam removal.
©
Construction E [
33 Construction Cofferdam Failure Unconservative design of cofferdams; |Construction 2 Unlikely 2 Low Low Tra\nsfer'o'_I Comprehensive field investigation, review of Owner / PDB Insurance PDB Open
Failure of temporary cofferdams result in unanticipated foundation conditions (10-19%) o0 |original construction, and design review
demolition delays ~
35 Construction Hazardous Material - Unforeseen Project results in unanticipated release |Construction 1 Very Unlikely 1 Very Low Low Transfer . [Completion of the Phase 1 hazardous material PDB Insurance PDB Open
Condition of hazardous material into river (1-9%) 3§> assessments and follow-up evaluations,
Discovery or release of unknown appropriate health and safety qualifications,
hazardous material (other than from experience and other requirements during the
construction activities) to river during procurement process, implementation of
construction (unforeseen condition) may BMPs to avoid or contain the release of
lead to cost impacts. hazardous material, as well as active overview
and enforcement of the Contractor’s
Hazardous Material Management Plan.
51 Construction Diversion Blockage Design analyses unable to cover all Construction 2 Unlikely 2 Low Low Share Comprehensive field investigation and design | Owner/ PDB Post-GMP Insurance Open
Rapid-drawdown causes slope instability ~ |geologic conditions and slope (10-19%) review; Develop slope monitoring plan for Contingency
leading to rock slope failure, blocking the  |geometries; insufficient data implementation during drawdown; Stockpile
diversion intake. This failure will lead to riprap for repairs of slope if local failures occur.
schedule delays and significant cost
impacts.
82 Construction Hazardous Material - Construction Contractor mechanical equipment Construction 1 Very Unlikely 1 Very Low Low Transfer Contractor required to develop a Spill PDB Insurance PDB Open
Activities failure results in unanticipated release (1-9%) Prevention, Control, Countermeasure (SPCC)
Discovery or release of hydraulic oil or of hazardous material into river Plan and active overview and enforcement of
other hazardous material from construction the SPCC Plan.
equipment or remediations may be
released into the river during construction.
This may lead to additional costs.
Reservoir Drawdown
34 Drawdown Dam Failure Failure mode not investigated or Construction 1 Very Unlikely 1 Very Low Low Transfer Rigorous detailed design analysis surrounding PDB Insurance PDB Open
Dam or similar structure fails during analyzed properly (1-9%) dam safety during drawdown; Completion of
drawdown, leading to additional costs. the FERC Potential Failure Modes Analysis
process; Close coordination with the FERC
regional office and state dam safety
authorities; Implement FERC Emergency
Action Plan, as appropriate.
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Drawdown Regulatory Shutdown - Water Quality Permit conditions and/or inadequate Construction Very Unlikely Very Low Transfery  [Perform comprehensive water quality studies Open
Reservoir drawdown impacts water quality |modeling of water quality; duration of (1-9%) R prior to construction; Implement risk
more severely than anticipated causing drawdown extends past March due to management measures needed to comply
project regulatory shutdown, delaying the |extreme weather 9 |with water quality requirements.
project. 9
~—~
c
46 Drawdown Unanticipated Erosion Local hydrodynamics result in greater [Construction Less Likely Very Low 3 Low ManageQ_  |Comprehensive design review; Design Owner / PDB Local Impact Insurance Open
Reservoir drawdown and subsequent than modeled erosion or scour (20-39%) — |additional scour protection for bridges if Mitigation Fund
operations results in a greater than ; determined to be needed; Develop monitoring
anticipated level of erosion at bridges or —* |and mitigation plan for during and post
along channel creating passage barrier. 2 [reservoir drawdown.
This is likely to lead to additional cost. ~
X
N
47 Drawdown Unanticipated Effects on Diversion Greater than predicted suspended Construction Less Likely Very Low 3 Low Share £ [Comprehensive field investigation and design [ Owner/ PDB Post-GMP Insurance Open
Intakes sediment and bedload movement (20-39%) 8 review; Develop plan for monitoring/mitigating Contingency
Reservoir dewatering and subsequent — |intakes during reservoir drawdown.
operations have greater than anticipated ©
effects on diversion intakes for S
irrigation/livestock. This may lead to o
additional cost. 3
48 Drawdown Unanticipated Effects on Groundwater |Difficult to investigate and analyze Construction Less Likely Very Low 3 Low Accept & |[Comprehensive field investigation and design Owner Local Impact Insurance Open
Wells groundwater relationships (20-39%) > review; Implement Groundwater Well Mitigation Fund
Reservoir dewatering and subsequent < |Management Plan for evaluating changes in
operation has greater than anticipated groundwater post-reservoir drawdown and
effects on groundwater wells. This may proactively mitigate impacted wells.
lead to additional cost.
49 Drawdown Unanticipated Effects on Channel Evacuated coarse sediment is greater [Construction Unlikely Very Low 2 Low Accept Rigorous assessment on transport and Owner Local Impact Local Impact Open
Flooding than anticipated leading to increased (10-19%) flooding during detailed design; Monitoring Mitigation Fund Mitigation Fund
Reservoir dewatering and subsequent channel aggradation and associated post-drawdown; Raise awareness that active
operations have greater than anticipated  [flooding channel management program needed;
effect on downstream channel Implement measures to manage channel
aggradation/flooding. This may lead to aggradation and flood risk.
additional cost.
50 Drawdown Downstream Public Safety Outreach and public safety measures |Construction Unlikely Very Low 2 Low Share Comprehensive education and outreach plan; | Owner/ PDB Post-GMP Insurance Open
Public safety risk in downstream channel insufficient to keep out public creating (10-19%) Detailed review and QA of safety program; Contingency
during the reservoir drawdown. potential risk to public safety during Development of a Reservoir Dewatering
drawdown (increased flows) Awareness Plan that will include procedures
for notifying public of the schedule and
anticipated flows for reservoir drawdown.
89 Drawdown Ice Impediment Ice on one or more reservoirs during  |Construction Unlikely Very Low 2 Low Transfer Incorporate management measures into PDB PDB - Open
Reservoir ice impedes sediment flushing drawdown might impede sediment (10-19%) design where possible.
during reservoir drawdown leading to cost |erosion
increases.
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Contractor Performance m
26 Contractor Construction Errors EOR fails to properly inspect or direct |[Construction Likely Very Low 4 Med Transferg Clear contract requirements; Owner review PDB Insurance PDB Open
Performance  |Construction errors (quality control) may work in the field; QC failures (40-59%) and enforcement of Contractor QA/QC Plan
lead to additional costs. 3 |and rigorous Owner audit and spot testing to
% confirm results.
~—~
c
=
84 Contractor Labor Strike Labor conditions results in a strike by |Construction Unlikely Very Low 2 Low Share 7 [Include Contract requirements for living Owner / PDB Post-GMP Insurance Open
Performance Construction shutdown due to labor strike |construction workers (10-19%) —- |conditions in camps and worker safety. Contingency
may impact schedule and cost o
®
N—r
\I
Dams, Powerhouses, Reservoirs N
32 Dams Slope Failure Slope instability, inadequate access Construction Less Likely High 12 Med Share Q Comprehensive field investigation and design | Owner/ PDB Post-GMP Insurance Open
Copco lake reservoir rim or local slope road condition assessment prior to (20-39%) N |review; Develop plan to address slope failures Contingency
failure along access roads may lead to construction. Design analyses unable 8 along Copco Road if they were to occur during
additional cost and schedule delay. to be made for all geologic conditions ©  |reservoir drawdown.
and slope geometries; insufficient data S
(&)
52 Dams Large Gate Procurement Manufacturer requires additional Design Likely Low 8 Med Trans er's-e Early detailed design; Early involvement of the PDB Insurance PDB Open
Copco No. 1 and/or Iron Gate Dam large  |information; (note: E&O covered (40-59%) g Contractor to initiate gate procurement
gate procurements delay gate installation |elsewhere) activities including input from the gate
resulting in delay of reservoir drawdown )§> fabricator; Contractual milestones with
liquidated damages; Early Contractor input
including planning underwater work to
modify/demo the existing Iron Gate Dam gate
structure.
53 Dams Tunnel Modifications Changed site condition or design Construction Less Likely Moderate 9 Med Transfer Comprehensive field investigation and design PDB Insurance PDB Open
Copco. No.1 and Iron Gate Dam tunnel omission (20-39%) review; Early Contractor input as well as
modifications are more difficult to construct transparent Contractor progress cost
causing schedule and cost overruns estimates based on proven means and
methods.
54 Dams Dam Diversion Malfunction Faulty equipment or equipment failure |Construction Very Unlikely Very Low 1 Low Transfer Proactive QA/QC during design; Include PDB Insurance PDB Open
Copco No. 1 or Iron Gate Dam diversion (note E&O covered elsewhere) (1-9%) backup systems for operating the gates in the
gate malfunctions during drawdown design and construction including special
resulting in delay of reservoir drawdown inspections and testing of the gates prior to
drawdown.
55 Dams Diversion Tunnel Intake Blocked Debris within reservoir blocks intake Construction Less Likely Very Low 3 Low Share Maximizing the size of the intakes to match Owner / PDB Post-GMP Insurance Open
Copco No. 1 and/or Iron Gate Dam (20-39%) the size of the gates; Design debris grating for Contingency
diversion tunnel intake blocked by debris intake with ability to clear debris from grating.
during drawdown reducing flow capacity.
This may lead to schedule delays and
increased costs.
65 Dams Dam Failure Climate change; increased variability in |Construction Very Unlikely Very Low 1 Low Accept Require that the dam height during excavation Owner / Post-GMP Insurance Open
Iron Gate Dam or J.C. Boyle Dam precipitation patterns (1-9%) not be less than needed to safely pass a 100- | Force Majeure Contingency
overtopped during excavation by storm year event through the diversion tunnel;
water flows in excess of 100-year event Completion of the FERC Potential Failure
resulting in dam failure. This would lead to Modes Analysis process; Implement EAP, if
additional cost. necessary; Close coordination with the FERC
regional office and state dam safety
authorities.
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Klamath River Renewal Project - Risk Management Plan

Hatchery Delay PacifiCorp does not move forward with [Construction Less Likely 3 Moderate Manage; |Rigorous design of replacement supply; Pilot Owner / PDB Post-GMP Open
Iron Gate and/or Fall Creek Hatchery is not |planning, designing, costing, and (20-39%) R treatment technology; Proactive QA/QC during Contingency
brought online in time to begin drawdown. |seeking approval for hatchery designs. construction.
This may lead to schedule delay. Inadequate planning, equipment, staff, i)
technical issues, or unfavorable 9
weather —~
c
S
Yreka Water Supply Pipeline =
74 Yreka Design Changes by City of Yreka Lack of coordination or agreement on [Design Less Likely 1 Very Low 3 Low Manage_. |Proactive coordination with City engineers on Owner Pre-GMP - Open
Design review by City of Yreka may result |design process or details (20-39%) O |process and design requirements; Strict Contingency
in changes to design. Coordination or other o adherence to schedule milestones and KRRC
design delays related to City of Yreka water — |QA process; Keep Designer under
system design. KRRC/AECOM control so payments can be
X |withheld due to schedule delays
[\
©
D)
100 Yreka Yreka Water Supply Construction Delays |Unforeseen seasonal flow condition in- [Construction Less Likely 2 Low 6 Med Manage© |Consider obtaining permits early; consider Owner / PDB / Pre-GMP PDB Open
Yreka Water System Pipeline Crossing is |river, and other unforeseen adverse (20-39%) S approved in-river work window for fish Force Majeure Contingency
not constructed in time for dam removal conditions (e.g., geology) impacting | [protection and other potential risks to
start. If this happens it pushes the dam construction schedule. O  |construction schedule in planning for
removal to next calendar year. Differing o1 |contingencies - in order to complete
Site Condition claim during Yreka Water @ |construction in-time for the dam removal start.
Supply Pipeline Crossing Construction. On- N
site investigation shows much more N
complex. J§>
External Events
9 External Events |Uncontrolled Circumstances Uncontrolled circumstances Construction Very Unlikely 1 Very Low 1 Low Accept Prepare Emergency Response Plan (PERP) Owner / PDB / Post-GMP PDB Open
Uncontrollable circumstances (e.g. force (1-9%) and require Contractor to prepare their own Force Majeure Contingency
majeure, war, terrorism) PERP
20 External Events |Wet Weather Climate change; Hydrology Construction Very Unlikely 1 Very Low 1 Low Accept Rigorous flow analyses during Owner Post-GMP - Open
Wetter-than-expected weather or flows (1-9%) planning/design; Consider defining anticipated Contingency
higher than expected during instream rain days in contract as a number greater than
construction window increases costs and average; Define flow return period; Contract
causes delays. requirement for contractor plan for wetter-than-
expected weather.
22 External Events |On-site Fire Lightning; Accidental; Arson Construction Less Likely 1 Very Low 3 Low Share Fire Management Plan has been developed Owner / PDB Insurance - Open
Fire in watershed causes on-site fire (20-39%) and Contractor will be required to prepare their
damage own Fire Management Plan.
24 External Events |Earthquake - During Construction Earthquake occurs near project Construction Very Unlikely 2 Low 2 Low Transfer Consider specifying a contract defined design | Owner / PDB Insurance - Open
Earthquake damages temporary (1-9%) earthquake for temporary construction.
construction leading to additional cost and
schedule delays.
31 External Events |Onsite Public Safety Public safety measures insufficient to  [Construction Very Unlikely 1 Very Low 1 Low Transfer Development of appropriate health and safety PDB Insurance PDB Open
Public safety at construction site. Injuries or |keep out public (1-9%) qualifications, experience and other
damage may lead to additional cost and requirements during the procurement process,
schedule delays. as well as active overview and enforcement of
the Contractor’s health and safety and site
security plans. No public access to work
areas.
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External Events |Earthquake - Post Construction Large seismic event causes Post- Unlikely Moderate Transferp  [Develop clear design requirements for PDB Insurance Open
Large seismic event up to design Maximum |catastrophic landslide or slope failure |Construction (10-19%) g contract; Work with dam safety authorities to
Credible Earthquake (MCE) occurs after set reasonable design criteria and associated
project completion that results in blockage § durations.
of Klamath River, leading to additional
costs. —
o
79 External Events |Domestic Terrorism Extreme opposition to project Construction Unlikely Very Low Low Accept =3 Develop site security plan that includes project Owner Post-GMP - Open
Domestic terrorism or actions to disrupt or (10-19%) — |response to different scenarios for disruption Contingency
stop project during construction may lead to ; of project by domestic terrorists
schedule delays. -
s}
104 External Events |Wildfire Hot work, or other activities during the [Construction Very Unlikely Very High Transfer—  |Fire Management Plan has been developed PDB Insurance PDB Open
Wildfire ignited by construction activities dry months generate sparks or heat (1-9%) ~ and Contractor will be required to prepare their
spreads and affects other properties. that ignite dry grass and brush around =~ |own Fire Management Plan.
the project that then spreads to B
neighboring populated areas. ;
o
a
111 External Events |Extreme Weather Climate change Construction Very Unlikely Very Low Accept - Weather analysis during construction planning Owner / Post-GMP - Open
Hotter- or colder-than-expected weather (1-9%) © |needs to foresee heat/cold delays; consider Force Majeure Contingency
causes work stoppage and schedule delays U.I including greater than average number of
0 |excessive heat/cold days; for hot weather,
N |consider ways to increase night work without
© |affecting noise levels
>
<
114 External Events |Confiscation by Governmental Body External events (disaster, etc.) Construction Very Unlikely Low Low Accept N/A Owner / Post-GMP - Open
Government confiscates resources or stops (1-9%) Force Majeure Contingency
work
115 External Events |Circumstances Affecting Suppliers External events (disaster, etc.) Construction Very Unlikely Low Low Accept Early coordination with suppliers to avoid Owner / Post-GMP Insurance Open
External events (disaster, etc.) affect the (1-9%) supply limitations Force Majeure Contingency
ability of PDB to acquire supplies and
materials
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Reliance Statement

This report is prepared for the Klamath River Renewal Corporation (KRRC or Client) in respect to the
procurement of the Klamath River Renewal Project (Project). It may be relied on by the following parties
(Parties):

¢ Klamath River Renewal Corporation
e The State of California
e The State of Oregon

We confirm that the Parties may rely upon this report in connection with and for the purpose of:

e The provision or underwriting (as the case may be) of financial accommodation, equity, debt or
hybrid investment, leasing finance or residual value guarantees to facilitate the Project

e Pre or post financial close debt financing or sale, transfer or assignment of the abowve financial
accommodation, equity or debt investment, hybrids issues, including the issue of a disclosure
document to finance the Project, leasing finance, residual value guarantees or underwriting positions
which occurs within 12 months of financial close (together, the Financing)

o FERC license transfer to Klamath River Renewal Corporation

We confirm that the Parties are permitted to extract parts of the report to be inserted into any information
memorandum and/or disclosure document (IM) used in connection with any Financing of the Project or any
part of it, provided that:

A full copy of the report is made available to each recipient of the IM

Each extractis a complete and accurate transcription of the relevant part of the report

It is clearly stated in the IM that the extractis an extract from the report

It is clearly stated in the IM that the recipients may not rely upon the extract but only rely on the full
Report and then subject to any limitations or disclaimers in the report

We also confirm that we are prepared to answer queries with respect to this report raised by any of the
Parties or potential Financiers or underwriters in any syndication or sell down process, which may arise in
the six-month period following financial close of the Project. We further confirm that we are prepared to
answer queries with respect to this report raised by FERC, the State of California, or the State of Oregon
which may arise in the six-month period following FERC license transfer.

For the purposes of this reliance statement, Financiers means each person who provides or participates in
financing including:

a) Each arranger, underwriter, note holder or participant in the facilities related to the Financing and any
agent or trustee (including any security trustee or security agent) acting for any of them

b) Each working capital facility provider

c) Each interest rate, foreign exchange or other hedge counterparty

d) Each person who provides Financing as a lessor under a financing or operating lease or as a
residual value guarantor on or post financial close including each arranger, underwriter, dealer,
participant or note holder in the Leasing Arrangements related to the financing or any agent or
trustee acting for any of them

e) Any credit support provider to a borrower under a financing

in each case as at financial close; and

e Each and any person who becomes a substitute, transferee or assignee of any of the persons
referred toin (a), (b) and (e) within 12 months of financial close.

This report is based upon the information that the Client and its representatives have provided. The Client is
responsible for the accuracy and completeness of the information, and we accept no responsibility arising
from the Client’s failure to provide complete and accurate information.
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Executive Summary

This report has been produced by Aon at the request of the Klamath River Renewal Corporation for the
benefit of the KRRC and related parties (collectively referred to as the “Stakeholders”), involved in the
Project. KRRC engaged Aon for certain Insurance Advisory senices (‘Insurance Senvices). This report is
provided for the benefit of all Stakeholders and may be relied upon by the Stakeholders.

This report summarizes the Insurance Services and provides certain recommendations based upon those
Insurance Senvices including but not limited to:

¢ Risk Assessment including analytics and risk modelling:

The analytic and risk modelling reveals that the total exposure (general liability, errors and
omissions, haul away auto, and workers compensation) at a 99.5% confidence lewel is
$120.61M.

As seen in Appendix C, dam failure presents the greatest risk. At a 99.5% confidence lewel, the
total estimated cost associated with a dam failure is $119.97M.

Wildfire does not present a significant risk and at a 99.99% confidence level the exposure is
estimated to be $6.26.

The insurance program proposed by Aon will provide sufficient limits of insurance to cover these
risks.

¢ Risk Assessment including Project Risk Register:

Working in conjunction with Aecom and the Stakeholders, Aon has attempted to identify all of the
potential causes of loss.

Based upon the Project Agreement, Aon identified which party “owns’ the risk and the risk
mitigation tools available.

For those risks where insurance is “potentially available”, the determination for whether
insurance is available is based upon the facts associated withthe loss (assumes that the loss is
not otherwise excluded) and the damages being claimed.

Of the 39 risks for which insurance is not available:
» 4 are ProjectCo (Kiewit risks) and 6 are shared ProjectC/KRRC
4 are associated with funding and should be known prior to license surrender
12 will be known prior to license surrender
4 will be transferred to the LTC
The remaining 9 are either low probability or included in the KRRC contingency.

Y V.V V

¢ Risk Assessment including Project Insurance Program:

The Definite Plan made several insurance recommendations, including but not limited to:
> A general liability only owner controlled insurance program (OCIP)

> KRRC, Project Co/Kiewit, and all contractors procuring their own workers compensation
insurance program

» Builder's Risk /Inland Marine limit based upon 100% of the replacement value of any
salvaged material or property and procured by KRRC
» Professional Liability to be purchased by Project Co/Kiewit with limits as high as 20% -
40% of the construction value.
Aon recommends certain changes to the Project Insurance Program:

» A contractor controlled insurance program (CCIP) which includes both the general
liability, umbrella liability and workers compensation insurances. This will avoid gaps in
cowverage, allow for greater participation by minority owned business and most
importantly, lower the cost of insurance based upon Kiewit's purchasing power in the
marketplace.
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Builder's Risk/Inland Marine limit based upon the probable maximum loss (“PML”) vs.
replacement value and to be procured by ProjectCo/Kiewit. By utilizing the PML, the
limit will account for the increased value in the roads, bridges and other project
improvements

Contractor’s Pollution Liability and Pollution Legal Liability with linked limits of $50M
and procured by KRRC. This will allow for a more seamless transfer of coverage to the
LTC.

Professional Liability limits of $25M and allow for Kiewit to use its corporate program to
satisfy this requirement. This will provide the same protections as a project specific
placement while eliminating the costs associated with a project specific placement.
Watercraft and Aircraft Liability with $5M limits for each of the exposure, except
helicopters which should be $10M: watercraft, aircraft, helicopters, and drones to the
extent there is exposure. However, if the drones are under 10 kg, use of the general
liability is permissible.

The total premium cost associated with the Aon recommended program is estimated to be

It must be clearly understood that, at this time, no project insurances have been bound and no insurance
premium costs have been incurred. KRRC does maintain its corporate insurance program, which was
renewed on June 30,2019. The project insurances will be placed prior to Project Implementation Work.
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Project Overview

The Klamath River Renewal Project (the “Project”) comprises the removal of four dams on the Klamath River
—J.C. Boyle, Copco 1, Copco 2, and Iron Gate, along with appurtenant structures. The Projectis intended to
restore the natural, free-flowing condition and restore wolitional fish passage through river miles 193.1 to
234.1. In addition to the deconstruction activities, the Project Company will be responsible for remediating
and restoring the reservoir sites, minimizing adverse impacts downstream, ensuring project completion with
available funds, and awoiding damages and liabilities to PacifiCorp, the States, and third parties. The
estimated cost of the progressive design-build contract is estimated to be $237.6M million. The estimated
cost of project oversight, liability transfer, environmental compliance, technical support, construction
management, mitigation measures and monitoring and reporting is estimated to be $133.3M with a
contingency of $62.8M.

Project Map
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Method of Approach

The review and commentary on insurance and risk management issues are based on the review of project
documentation. This documentation includes the Definite Plan and other data as provided by the Klamath
River Renewal Corporation and its advisors.

Specifically, Aon has reviewed the following documents:

Klamath Hydroelectric Settlement Agreement dated February 18, 2010, Amended April 6, 2016 and
November 30, 2016

Definite Plan dated June 2018 and July 2, 2019

Request for Proposal dated December 21, 2018

Project Agreement dated April 24, 2019

Operations & Maintenance Agreement dated September 20, 2017

FERC Board of Consultants Letter Report No. 1 and KRRC Response Letter dated December 12,
2018

Risks that have been identified through the review of the above documentation and through consultation with
Stakeholders, have been discussed and matched with solutions utilizing the following approach:

Aon has utilized its Project Enterprise Risk Assessment (PERA) approach in its analysis of the risks on the
Project. PERA is a proprietary enterprise risk management solution which is tailored to complex construction
projects. The PERA methodology involves the following:

Risk Identification

Map to potential risk solutions, including transfer by insurance, transfer by contract, transfer by
alternative method, and risk controls

Certain proposed solutions, if possible, could be vetted through meetings with various Stakeholders
in order to test the integrity of the solution

This method will also attempt to address risks outside of the usual hazard quadrant and will provide the
Stakeholders with a project wide “risk matrix” that includes identified risks and potential solutions. Some
solutions may not involve transferring risk to insurance carriers, and Aon will discuss with Stakeholders
techniques for implementing these solutions.

Aon’s risk matrices were then compared to the Aecom risk register to ensure that all risks were identified
and properly classified. The combined risk matrix/risk register were then used to conduct the risk analytic
and modelling and quantify the potential risk. This allowed Aon to determine the appropriate levels of
insurance and awoid over insuring the project, which would not have delivered good value for money.
Aecom utized the combined risk matrix/risk register to produce a roll-up contingency estimate.
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Project Risk Commentary

Below Aon has provided a summary of critical risk clauses within the Definite Plan and the Project
Agreement.

Key Project Risks

The following discussion of project risks explores the risks that were highlighted by Stakeholders during the
February 19, 2019 risk workshop held at the Aon San Francisco office. The risks raised by Stakeholders
were then quantified and analyzed by Aon Global Risk Consulting (AGRC) to provide estimates of the risk of
potential losses by line of coverage and by risk. Below is a summary of potential losses by line of coverage:

GL E&O Haul Away— Workes Total E&O—-
AL Comp Before Hatchay
Insurance
ﬁ;rsage $6.19 $0.53 $1.15 $3.72 $11.58 $2.02
CAT Loss $62.12 $10.62 $3.78 $12.37 $70.50 $56.79
Confidence Ye ars/Event
Level
10% $0.26 $0.00 $0.39 $1.95 $3.62 $0.00
20% $0.39 $0.00 $0.54 $2.26 $4.21 $0.00
30% $0.53 $0.00 $0.67 $2.53 $4.74 $0.00
40% $0.70 $0.00 $0.80 $2.78 $5.31 $0.00
50% 2 $0.93 $0.00 $0.94 $3.05 $6.04 $0.00
60% 2.5 $1.34 $0.00 $1.11 $3.36 $7.09 $0.00
70% 3.3 $2.26 $0.00 $1.31 $3.77 $9.19 $0.00
80% 5 $6.64 $0.00 $1.59 $4.40 $13.45 $0.00
90% 10 $16.93 $0.00 $2.09 $5.90 $24.48 $0.00
95% 20 $29.01 $0.00 $2.62 $8.04 $36.19 $0.00
99% 100 $67.92 $18.04 $4.28 $14.48 $78.72 $51.67
99.38% 161 $109.38 $25.71 $4.89 $17.05 $120.61 $92.20
99.5% 200 $125.98 $28.87 $5.27 $18.19 $135.36 $113.71
99.90% 1,000 $254.81 $69.71 $8.97 $28.27 $264.49 $320.70
99.95% 2,000 $303.28 $106.86 $11.75 $33.35 $308.11 $414.71
99.99% 10,000 $394.77 $195.56 $21.18 $46.28 $404.89 $705.41
Wildfire

Wildfire is the is one exposure that has risen to the top of the list for casualty insurers. Though the amount of
work associated with disconnecting the electrical transmission lines from the hydroelectric dams is small in
comparison to the overall project it is and will most certainly become a major concern from an underwriting
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perspective. Unfortunately, starting with the San Diego brush fires to the recent fires in Southern California
and most certainly Northern California, wildfire has now reached catastrophic stature in the industry and will
become a driving force in the ability to place general liability coverage. Based on an analysis by KRRC'’s
attorney’s, of the three potential theories of liability for wildfire damage — negligence, trespass by fire, and
inverse condemnation — inverse condemnation would not apply to KRRC as it is not an investor-owned
regulated utility. Additionally, PacifiCorp maintains all operational risk until the dams are decommissioned.
Consequently, KRRC or the Project Company would only be liable for damages due to negligence and
trespass by fire and general liability policies should cover most potential claims for property damage and
bodily injury. However, as KRRC's attorneys note, punitive damages cannot be covered by insurance under
California law. According to the analysis done by Aon, the potential liability exposure from wildfire is relatively
low with losses estimated to be $6.26M at a 99.99% confidence level. This is primarily due to the rural nature
of the project area and PacifiCorp’s historic wildfire losses.

Downstream Sediment Deposits

The potential for a negative impact on downstream water quality is of significant concern, especially if there
are issues related to contamination of the sediments. There could also be a negative impact at the point at
the Klamath empties into the ocean. Much of this risk should be covered by the pollution legal liability
cowverage.

Dam Failure

The product of the annual probability of dam failure from a particular failure mode and the magnitude of the
resulting consequences. Statistically, over 50% of dam failures in the U.S. can be linked to geologic and
geotechnical problems. Professional liability underwriters view any dam work substantially more challenging
because of the potential for catastrophic loss. According to the analysis by Aon, the potential liability
exposure from dam failure is somewhat significant, with projected losses estimated to be $119.97M at a
99.5% confidence level. However, PacifiCorp is responsible for all operational risks until decommissioning.
Consequently, KRRC’s exposure is limited to post-decommissioning through dewatering, a period which is
estimated to be no more than four months.

Failure of the Substation

Damage to the substation during the period between license surrender by PacifiCorp and decommissioning
could add significant costs to the project as substations not easily replaced. Also, should there be substation
failure, there could be negative impacts to the environment. The potential losses from substation failure can
arise from any time after the project starts to the last date of power generation. Aon estimates that losses at
a99.5% confidence level would be $20.79M. However, KRRC and/or ProjectCo/Kiewit would only be
responsible for losses arising out of damage caused by the deconstruction of the dam, not the operational
exposure.

Hatchery Failure or Fish Kill

If the water intake is compromised, there is the risk of losing endangered species. Additionally, there is a risk
of loss through KRRC or contractor negligence that causes the hatchery work to fail. Aon estimates that
losses at a 99.5% confidence level would be $113.71M. However, KRRC does not have responsibility for the
operation of the hatcheries; this is the responsibility of the Department of Fish and Wildlife. As such, any
losses associated with the operational exposure would not fall to KRRC.

Discovery of Tribal Cultural Resources
There is a good chance that during the decommissioning and facilities removal, a contractor will discover

tribal cultural resources. If that occurs, work will have to immediately stop until an investigation can be
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conducted. This investigation could prolong the construction period and depending on where in the facilities
removal cycle process the discovery occurs, there may be a need for work not originally within the scope of
work to ensure embankments are stable. This would be considered an uncontrollable circumstance.

Yreka Water Supply Pipeline Move

There is risk that KRRC or contractor negligence may cause the Yreka water supply pipeline to fail or fail to
operate properly. Key inputs to understanding the liability implications of this risk would be the duration of the
failure and the water usage by the citizens of Yreka. Aon estimates the losses at a 99.5% confidence level
would be $49.49M.

Uncontrollable Circumstances

As defined in the Project Agreement, the Uncontrollable Circumstances are intended to ensure that project
risks are transferred to the party best capable of managing, mitigating or transferring each risk. The
Uncontrollable Circumstances are comprehensive and have the KRRC retaining risks that are typically
retained by Owners on large, complex infrastructure projects. These risks are typically either in the relative
control of the KRRC, such as errors, omissions, or insufficiencies in information provided on behalf of the
KRRC; are uninsurable, such as labor disputes or strikes affecting specific trades at a regional or national
level; or would be considered acts of God, such as earthquakes, fires, tornadoes, or floods. Having the
KRRC carry responsibility for these foreseen events allows the Project Company to reduce some of the
contingencies that they would otherwise be carrying in their bids. There are some risks that the Project
Agreement is silent on that are often described in other project agreements for complex construction projects
that may lead to delays and/or disputes in the project. Except for these silent risks, the Project Agreement
generally transfers risk to the party best able to mitigate such risk.

Definite Plan and Project Agreement Insurance Requirements

Corporate Program

KRRC procured a corporate insurance program which is intended to address KRRC's general risks as a
business entity and include the following coverages:

- $1,000,000 Commercial General Liability policy which is supplemented by a $5,000,000 Umbrella
policy

- $10,000,000 Directors and Officers policy that protects the KRRC'’s board members

- Worker's Compensation and Employer’s Liability policy with a $1,000,000 limit for the KRRC
employee(s)

- Commercial Automaobile policy with $1,000,000in limits
- Commercial Property policy that covers the KRRC’s scheduled property
KRRC's corporate insurance program was to name PacifiCorp, the State of Oregon, the State of California,

and their respective officers, agents, employees, and members as additional insureds in accordance with the
requirements of the Amended KHSA.
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Project Agreement —
Appendix 9

Aon Commentary

CIP for General Liability

Limits:

$2M occurrence
$4M general aggregate

Policy to cover KRRC, the
dam removal contractor and
all eligible subcontractors for
their work at the Project.

The goal was to provide a
comprehensive, seamless,
and efficient insurance
program which: (1)
precludes insurers from
denying coverage based
upon other available
cowerage; (2) removal of
cross-litigation costs caused
by multi-party losses on a
construction project; (3)
allows the project
sponsor/owner to control
and design the cowerage it
intends to procure and the
costs of coverage.

Policy to cover liabilities
that arise out of the
performance of the
Project Implementation
Work

Limits of $2M per
occurrence, $4M products
completed operations,
and $4M aggregate limit

A products completed
operation period of 10
years following Project
Final Completion or the
Termination Date,
whichever occurs first.

Neither the Definite Plan nor
the Project Agreement
address allowable
deductibles and/or self-
insured retentions.

Appendix 9 provides that
Project Co/Kieiwit will pay for
deductibles/SIRs

Our recommendation that
the GL should be a CCIP
and not an OCIP have been
incorporated into Appendix
9. The reasoning for the
change is explained later in
this document.

Our recommendation was
that the products completed
operations cover be
maintained through the
statute of repose or the
period within which to file a
lawsuit.

Umbrella/Excess Liability
as part of the CCIP

Limits: $200M

This policy is to follow form
to the CGL and will cover all
enrolled parties, which is an
added value for smaller
contractors who cannot
afford these limits.

Policy to cover KRRC, the
Project Company and all
enrolled contractors of
every tier.

The limits are more
specifically delineated as
follows:

$200M Combined Single
Limit

$200M General
Aggregate for Enrolled
Parties

$200M Products
Completed Operations

As set forth in the GL
comments and laterin Aon’s
Risk and Insurance
Commentary, we believe
there are greater advantages
to having Project Company
procure this coverage as a
CCIP.
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Project Agreement —
Appendix 9

Aon Commentary

10 year products
completed operations

Worker’s
Compensation/Employer’s
Liability

Limits:

Statutory Requirement (WC)
$1,000,000 (EL)

Requires all contractors and
subcontractors to procure
this coverage separate and
apart from the CIP. The
reasoning for not covering
under an CIP is because the
cowerage is statutory.

The limits are more
specifically delineated as
follows:

Worker's Compensation
as required by law.

Employer’s Liability:
$1M each accident

$1M each disease (each
employee)

$1M for disease (policy
limit)

Requires USL&H when
required by law

Neither the Definite Plan nor
the Project Agreement
address allowable
deductibles and/or self-
insured retentions.

There are no statutory
prohibitions to including the
worker's compensation and
employer’s liability in the
CCIP.

As set forth in the GL
comments and later in Aon’s