Exhibit: X-19

SMUD directors
snub dam deals

By ANNE HELLER
SACRAMENTO UNION STAFF WRITER

Auburn Dam backers had better
not count on the Sacramento Mu-
nicipal Utility District to boost
their case for building the long-
stalled project. :

SMUD directors said Thursday
they have no interest in the contro-
versial dam unless its estimated

- price of electricity drops dramati-
cally.

The subject of the dam was
raised during a board meeting by
board President Joe Buonaiuto,
who received a letter from Rose-
ville City Councilman Phil Ozenick
soliciting his help in pushing the
project.

Buonaiuto said he raised the
issue because ‘‘it is important to
take the pulse of this board. (The
dam) might very well be built.”

The other utility directors, how-
ever, showed little enthusiasm for
the project.

“From my- point of view, it is a
dead project,” responded Cliff Wil-
cox, who has followed the pro-
posed dam for several years as a
member of the SMUD board. “The
cost of the energy doesn’t make
sense for the district. There’s so
much energy we can get elsewhere
at a price that makes sense to ra-
tepayers.”

Electricity generated by a full-
service Auburn Dam would cost
between 11.5 cents per kilowatt
hour and 139 cents acéording to
estimates by the frderal Bureau of

Reclamation and dam backers.

In contrast, SMUD has received
offers of far-greater guantities of
electricity at one-third the cost
and recently signed long-term con-
tracts with other utilities for pow-
er starting at 4 cents per kwh.

Beatrice Cooley, a spokeswoman
for the environmental group
Friends of the River, said Placer
County officials are trying to co-
erce SMUD into helping them
build the dam to keep their water
costs down.

“SMUD has its share of contro-
versy,” Cooley said. ““You ought to
save us all time and trouble and
stay out of this one.”

The Auburn Dam has been pro-
posed in five sizes, ranging from a
so-called ‘“‘expandable dry dam”
used only for flood protection, to a
full:service wet dam, -supplying
water and power in addition to
flood protection.

“A lot of people in the commu-
nity have a strong interest in a
full-service dam. And a lot of peo-
ple believe SMUD has some role to
play in it,” Buonaiuto said.

But Directors Ed Smeloff and
Peter Keat said the Auburn Dam
should be given no greater priority
er projects the utility-is following.

“We don’t want to put this on the
head of our list just because it’s on
the political agenda,” Keat said.

Buonaiuto suggested SMUD staff
make a-‘preseatation ;
board meeting on the utility’s
prospects for participating in the
dam.

But the suggestion died for lack

of support.
‘Wilcox, citing_the high cost of

power from the dam, said, “It
gzan’t make sense to take up any
more of the staff’s time on this.
Our mainfocusisonkeepmgram
as low as possible.”” The dam pro-
ject is “‘so far out of the realm, it
doesn’t make sense for us to par-

ticipate,” he said.
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EPA ruling puts new cloud

in Auburn Dam plan’s future

By ROD BOYCE
SACRAMENTO UNION STAFF WRITER

Auburn Dam, a sore spot among
environmentalists, could face seri-
. ous trouble from the federal Envi-
ronmental Protection Agency if
the project nears final approval.

EPA Administrator William
Reilly, in a move hailed as a stun-
ning victory for environmentalists,
announced last week the EPA
would begin proceedings that
could kill a major Colorado dam.

Ripples from the extraordinary
Two Forks Dam decision could
affect all Western states — includ-
ing this area’s Auburn Dam -
congressmen, Denver water offi-
cials and environmental groups
said Monday.

But Auburn’s supporters, and
some in the EPA, warned against

making any connection between
the two controversial multimillion-
dollar projects.

“If EPA does it for Colorado,
why can’t they do it for Cali-
fornia?”’ asked Rep. Dan Schaefer,
R-Colorado.

Schaefer, at a Monday news con-
ference in Denver with other poli-
ticians, feared an EPA ruling
killing Two Forks would set a
precedent for federal intervention
in local land-use and water-use
issues.

“Everything in the West is pred-
icated on water, you’ve got to have
water before you can do anything
else,” Schaefer said later.

But Reilly, the former head of
the Conservation Foundation and
the World Wildlife Fund, said the
EPA does not intend to encroach

-on local decision making.

“It means any state that wants
to protect its water is going to
have an uphill battle,” said Ed
Ruetz, spokesman for the Denver
Water Department.

“The sad part is every time this
dam has been given unbiased and

factual presentation, it's won,”
Ruetz said.
Two Forks, supported by 40

Denver-area water providers, had
been approved by regional EPA
officials and the Army Corps of
Engineers.

Reilly’s review could force mod-
ification of the Corps construction
permit or, as is expected, the
dam’s end.

“Drawing conclusions from Two
Forks would be hazardous,” said

® See DAM, Page 13
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DAM: Latest decision by EPA
puts cloud over Auburn plan

® From Page 3

Rich Lathrup, who headed the pro-
ject review for the regional EPA
office.

“Reilly said all along that this
decision on Two Forks turned on
its unique aspects.”

Two Forks, 24 miles southwest
of Denver, would be built on the
South Platte River just south of
the confluence of the river’s north
fork.

The dam and its 1.3 million acre-
foot reservoir, first proposed in the
1890s, would cost an estimated $500
million to $1 billion and would
flood 29 miles of scenic canyon.

The project would  provide
enough water for about 360,000
people, water that dam supporters
say is essential for the state’s fu-
ture.

Auburn Dam, about 30 miles
northeast of Sacramento on the
American River, could cost up to
$1.4 billion.

A 2.3 million acre-foot multipur-

pose dam would flood 48 miles of
canyon, but five smaller and less-

" costly types are also proposed.
Auburn Dam supporters cite -

flood-control benefits for low-lying
Sacramento, water for portions of
Sacramento, Placer and El Do-
rado counties, and another recre-
ation area as their reasons.

Together, Auburn and. Two
Forks sit side-by-side atop envi-
ronmentalists’ list of most damag-
ing proposals.

.“I don’t feel like it’s the end of
things,” said Bea Cooley, Friends
of the River conservation director.

~ “I hope what it means is that the

federal government is really tak-
ing a- serious look at environ-
mental effects.”

In starting the veto process,
Reilly said Two Forks would de-
stroy a high quality trout stream,
wetlands, downstream whooping
crane habitat, other environmental
resources, and cause the loss of an
‘“‘environmental treasure of nation-
al significance.”

Auburn Dam opponents say

much the same thing about effects
on the American River and its fish
and wildlife.

“I think it’s bad news for all
large water projects, where ‘ever
they are,” said Tom Graff, Envi-
ronmental Defense Fund senior
attorney. '

Many conservation groups and
congressional memebers viewed
the Two Forks decision as an early
test of the Bush administration’s
environmental commitment. Bush
had painted himself an environ-
mentalist during the 1988 presi-
dential campaign.

“It would be premature to say it
constitutes a major policy shift of
the next four years,” said Rep.
Robert Matsui, D-Sacramento.
“But it definitely begins to estab-
lish a tone.” '

Matsui said the Two Forks deci-
sion indicates environmental costs
of future projects will be weighed
against economic benefits.

‘“Large projects tipping that
scale could face problems down
the road,” he said.
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Big setback
for Auburn
Dam plan

Major customer says it
doesn’t want the water

By Jim Mayer
Bee Staff Writer

The latest effort to complete a large Auburn Dam suf-
fered a severe blow Friday when the most likely custom-
ers for the water said they didn't want a drop from the
expensive and controversial project.

The Central Valley Project Water Association, in a
short letter to the U.S. Bureau of Reclamation, said it
could not support a plan to build the long-stalled muiti-
‘purpose dam.
~ One water official requesting angnymity said the re-
jection amounts to “a bullét in the head” of the plan by
Placer and El Dorado éodqties to resurrect the project.

El Dorado Céunty Supervisor Robert Dorr, who has
pushed the plan for more than a yeaj:r, was surprised by
the association’s decision..

“We thought they were receptive to the proposal and
we had nothing to tell us otherwise."" Dorr said. But the
supervisor vowed to revise the strategy and seek other
customers. “I don’t think that stops anything.” !

The rejection bolsters efforts by Sacramento officizls
to build a cheaper flood-control dam near Auburn by
weakening the argument that a muitipurpose dam can
quickly be built. .

“This feedback from the federal water users is part of
the creeping reality,” said Rep. Vic Fazio, D-West Sacra-
mento. "It is beginning to crash in on them.”

Fazio argues it will easier to get federal funding for a
flood-control project than to finish the traditional dam
authorized by Congress in 1965. That project was thwart-
ed by earthquake fears in 1975, and has been delayed by
economic and environmental concerns ever since.

The 2.3 million-acre-foot, $1.4 billion dam is universal-
ly considered to be a relic from an era when the federal
government funded massive water projects. Because the
river is already dammed at Folsom, a giant dam at Au-
burn would flood 48 miles of river canyon while adding

See AUBURN, back page, A28
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Auburn

Continued from page Al
relatively little to the state’s supplies.

To coax Washington into finishing Auburn, the coun-
ties, via a partnership called the American River Author-
ity, offered in August 1988 to sell $700 million in bonds to
finance the water and power aspects.

The bonds would be repaid by marketing the hydro-
electric power and water through the bureau’s Central
Valley Project. Financially blending Auburn’s expensive
product with the notoriously cheap water of the CVP was
seen as the best chance dam supporters had to finish the
dam.

The Department of Interior has been reviewing the
proposal for months without publicly revealing whether
it would support the financing plan.

Department spokesman Joe Hunter said Friday, “Cer-
tainly the position of the CVP water users is a significant
consideration, but they are not the only potential custom-
ers.”

However, as the offer is structured now, the CVP users
are the only potential customer.

The ARA proposal requires the federal government to
guarantee the bonds. That would require approval of the
Office of Management and Budget, which officials
thought would be the highest hurdle.

The bureau also would have to integrate the dam into

. the CVP, which politically would require the support of
the CVP users.

While the group is traditionally an advocate for feder-
al water projects, Association Manager Jason Peltier
said Auburn comes with too many burdens.

“From the perspective of an engineer, looking at long-
term water needs, the board believes the best decision
would be to build a large multipurpose dam at Auburn,”
Peltier said. “But we cannot make a commitment to see
it infegrated into the CVP because of the uncertainties.
At least not now.”

The association was concerned that the water was too
expensive at $200 an acre-foot — 20 times what many
farmers pay for CVP water now.

Peltier said water users were concerned that the proj-
ect would be delayed for years if not ultimately killed by
environmental concerns. The association was particular-
ly leery of the U.S. Environmental Protection Agency,

FROM

¢They (the Central Valley water
uscrs) wanted to get off the
playing ficld and allow flood
control to go forward.?

— Bill Edgar, flood control agency official

which in the last year has aggressively exercised its veto
over water projects.

But the overriding consideration, Peltier said, was a
desire not to hold up Sacramento’s flood-control im-
provements with the cantankerous fight that a big Au-
burn Dam promises. -

“We recognize the flood-control imperative and don’t
want continued speculation about a multipurpose dam as
part of the CVP to cloud decision-making,” Peltier said.

Bill Edgar, director of the Sacramento Area Flood
Control Agency, was pleased by the association’s deci-
sion.

“They wanted to get off the playing field and allow
flood control to go forward, so we can get our needs met
and make sure the options for them are open for the fu-
ture,” Edgar said. “That's reasonable.”

Dorr said the ARA would try and keep the multipur-
pose dam on the bargaining table. He said agency knows
of other buyers “who want the water at any price,” but
declined to name them.

State Sen. John Doolittle, R-Rocklin, interviewed earli-
er this week, said: “If the CVP users don’t want to buy in,
then we sell bonds and do it another way.”

Doolittle backed a measure introduced into the state
Legislature this year to sell state general obligation
bonds to finish the dam. While the bill was put on a back
burner, the senator insisted the idea isn’t dead.

“There will be no dry dam,” Doolittle said. “We will
have a multipurpose dam or nothing.”
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