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by John Harrison 

ike many 
56-year-olds, 
the Bonneville 
Power 
Administration 
(BPA) is con
cerned about its 

future. Born among the 
public works projects 
of the New Deal, chief 
electricity supplier to the 
Northwest through its middle age, 
Bonneville today faces what could 
be its greatest challenge: avoiding 
retirement and remaining vital. 

In a sense, that's the theme of 
the agency's current rate case. 
The rate case is a biennial process 
in which Bonneville negotiates 
with its customers the rates it 
charges for electricity. The current 
rate case began in July 1992, and 
new rates will go into effect on 
October 1, 1993. 

It's a particularly difficult task 
this time because Bonneville's 
financial condition has been erod
ing for more than a year. 

Bonneville had nearly $1 billion 
in reserves in October 1991, the 
beginning of the current two-year 

rate period, but expects to end the 
rate period with less than $100 
million. The agency budgeted $70 
million for short-term power pur
chases during the current fiscal 
year, but expects to spend $280 
million. 

Drought and depressed world
wide prices for aluminum are the 
chief culprits. That's because most 
of Bonneville's power comes from 
dams, and the regionwide, six-year 
drought has reduced hydropower 
generation. 

In addition, Bonneville's alumi
num plant customers, which use 
huge amounts of electricity, have 
a variable rate based on the world
wide price of aluminum. When the 
price is low, as it is now, Bonne
ville doesn't receive as much from 
these customers as it does when 

the price is higher. 
Thus, when aluminum 
prices are high, the 
variable rate works to 
the advantage of the 
region by boosting 
Bonneville's income. 

In January, the 
agency proposed an 
11.6-percent rate in

crease. But six months later, the 
estimate was up to 20 percent or 
higher. 

"Clearly, we face a financial 
crisis that has serious economic 
repercussions for the entire North
west," Bonneville Administrator 
Randall Hardy said at a news con
ference in April. "I am taking 
emergency measures to deal with 
it. This problem is being driven 
primarily by factors outside of 
BPA's control." 

"What's at issue in this rate 
case has to do with the adequacy 
of the rates as designed to pro
duce the revenue to cover our 
costs," says Steve Hickok, 
Bonneville's executive assistant 
administrator. 

~--------------------------~--------------------------~------------------------~ 
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ut Bonneville's custom
ers say the major issue is 
Bonneville's competi

tiveness as a power wholesaler. 
The customers argue that unless 
Bonneville makes fundamental 
changes in the way it does busi
ness, its power will become so 
expensive that its customers will 
begin deserting to other suppliers 
-particularly, independent 
power producers who can provide 
low-cost power from natural gas
fired turbines. 

In testimony prepared for the 
current rate case, the Joint Cus
tomers, an association of utilities 
and industries, 1 said: "We are 
concerned that BPA's current and 
anticipated rate increases are rap
idly eroding the competitive edge 
ofBPA's customers and that this 
will impair BPA's ability to make 
required payments to the Treasury 
and sustain funding to meet the 
objectives ofBPA's programs." 
Bonneville's annual payment to 
the u.s. Treasury - $700 million 
this year to pay for the public 
investment in Columbia Basin 
darns, is due September 30. 

In a sense, the current dilemma 
of short-term financial problems 
and long-term competitiveness 
comprises the fourth great chal
lenge Bonneville has faced in its 

1 The Joint Customers include: Associa
tion of Public Agency Customers, Direct 
Service Industries, Non-generating 
Public Utilities, Northwest Irrigation 
Utilities, Pacijic Northwest Generating 
Cooperative, PacijiCorp, Portland 
General Electric, Public Generating 
Pool, Public Power Council and 
Western Public Agencies Group. 

history. 
The first challenge, embodied 

in the Bonneville Project Act of 
1937, was to electrify the empty 
country of the Northwest in the 
post-Depression era, a time when 
the Northwest had so much elec
tricity from its big federal darns 
and so few people to use it. 

By the mid-1970s, the situation 
had reversed, and Bonneville 
faced a new challenge. The North
west had plenty of people and an 
economy dependent on low-cost 
power, but demand for power was 
growing rapidly. Without new 
power supplies, demand soon 
would exceed Bonneville's supply. 

Bonneville and its customers 
embarked on a costly - and un
successful effort to build five 
nuclear power plants. Only one 
would be completed. Bonneville's 
power rates soon skyrocketed 

about 600 percent to pay for 
them. The power marketer's rates 
had been steady for years before 
that, and have been stable or actu
ally declining, when adjusted for 
inflation, since then. 

1980, Congress adjusted the 
region's focus back to low-cost 
power through the Pacific North
west Electric Power Planning and 
Conservation Act. The Act autho
rized the four Northwest states to 
form the Northwest Power Plan
ning Council, and it gave 
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Bonneville a new challenge: meet 
future demand for power with a 
combination of resources - in
cluding new coal and nuclear 
plants, if necessary - but rely 
first on energy conservation and 
other low-cost, high-efficiency 
sources. 

he 1980 Act also directed 
Bonneville to protect and rebuild 
fish and wildlife populations that 
were damaged by dams. The 
Council was charged with devel
oping the least-cost energy plan, 
and fish and wildlife program 
Bonneville would implement. 

Today, Bonneville's fourth 
great challenge is two-fold: con
tinue to meet its obligations under 
the Northwest Power Act and re
main competitive with other 
power suppliers, particularly inde
pendent power producers who 
offer low-cost power from natural 
gas-fired turbines. 

Can it be done? 
Yes, says Bonne

ville's administrator, 
Randall Hardy. 

Bonneville is "looking 
beyond the short-term 
emergency" through a 
competitiveness project 
the agency began last 
fall. It's a long-term ef
fort to redefine the way 
Bonneville does business 
and become a leaner, 
more efficient power 
wholesaler. In essence, 
it's a business plan for 
the future. 

"We have made this 
competitiveness project 
our highest priority for 
the coming decade," 
Hardy says. 
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hile Bonneville and its cus
tomers differ over when 
Bonneville should implement this 
project - during the 1993-95 rate 
period or the 1995-97 rate period 
- the Northwest Power Planning 
Council agrees that Bonneville 
must become more efficient, but 
not at the expense of its North
west Power Act obligations. 

In a letter to Hardy in late 
April, after a day-long meeting 
where the Council discussed the 
rate case with representatives of 
Bonneville, utilities, industries and 
environmental groups, the Council 
urged Hardy to pursue savings 

" ... to ensure that programs are de
livered as efficiently as possible." 
But the Council cautioned that 
program levels " ... must be ad
equate to meet Bonneville's 
obligations under the Northwest 
Power Act." 

These are legal obligations and 
should not be considered discre
tionary spending, the Council 
wrote. These obligations include 
acquiring least-cost supplies of 
electricity, and protecting and en
hancing fish and wildlife. "If you 
defer key programs now to keep 
the rate increase low," the Council 
wrote, "you may be inviting higher 
rate increases in the future." 

It's no secret that people who 
have an interest in Bonneville -
its customers, environmental 
groups, interested citizens dif-

fer over how the 
agency should spend 
ratepayers' money. 
But beyond pragmatic 
arguments over dol
lars and cents, 
competitiveness is
sues go to the heart 
of how Bonneville 
operates, its philoso
phy and what it's role 
should be in society. 

"The biggest issue 
facing Bonneville is 
the need to make sig
nificant changes in its 
corporate culture to 
allow it to remain 
competitive in the 
years ahead," says 
John Carr, executive 
director of Direct 
Service Industries, 
Inc., an association of 
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large industries - primarily alumi
num companies - that buy 
electricity directly from 
Bonneville. "The drought and the 
costly salmon recovery measures 
have forced Bonneville to face the 
financial difficulty it will continue 
to have in the future if it doesn't 
make the transition into a lean, 
competitive agency." 

or Northwest industries, par
ticularly aluminum companies, this 
is not a good time for a rate in
crease, Carr stresses. 

"Market conditions are very 
poor, not only for aluminum, but 
for other basic industries," he says. 
"The competitive advantage that 
brought industry here over the last 
50 years relies on reliable, inex
pensive power." 

Glenn Vanselow agrees. He di
rects the Pacific 
Northwest Waterways 
Association, which 
represents ports, barge 
lines and other busi
ness interests that use 
the rivers, and also is 
spokesperson for the 
Columbia River Alli
ance, an association of 
businesses that use the 
flver. 

"I think the long
term health of 
Bonneville is ex
tremely important," 
Vanselow says. 
"Bonneville has been 
the source of power 
that has allowed eco
nomic development to 
prosper in the region. 
It also has been the 
source of funding for 
the (Council's) fish 

and wildlife programs. If 
Bonneville doesn't stay healthy, 
then all ofthis is jeopardized." 

onneville's industrial custom
ers aren't the only ones concerned 
about a rate increase. Agriculture 
also is a major industry in the 
Northwest, and many farmers 
from large corporate outfits to 
family-owned farms - are wor
ried, too. 

rom agriculture's perspec
tive, we are at the end of a line," 
says Bruce Lovelin, executive di
rector of Northwest Irrigation 
Utilities, which represents 
Bonneville's customer utilities that 
sell power mainly to farms. "We 
can't raise production costs as 
Bonneville raises its power rates. 
A rate increase has to come out of 
the bottom line. It erodes the eco
nomic viability of our industry." 

"The rate increase this time is 
devastating by itself," says Bret 
Wilcox, president of Northwest 
Aluminum Company in The 
Dalles, Oregon. "If you add on ev
erything else it will quickly 
become totally unbearable for ev
eryone in the Northwest. At some 
point, Bonneville has to say, 
'we're going to make fundamental 
changes in the way we do busi
ness.' This is the best time to do 

that because of the 
economic pressures 
Bonneville's custom
ers face. Failing to do 
this now will only 
create bigger prob
lems in the future." 

hat's also impor
tant to Ken Canon, 
executive director of 
Industrial Customers 
of Northwest Utili
ties. His association 
represents 24 indus
tries that buy power 
from public or inves
tor-owned utilities, 
not directly from 
Bonneville. 

"I think the major 
issue is the overall 
level of the rate in
crease. The cost of 
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electricity can mean a great deal to 
the profitability of industry," 
Canon says. "We are willing to 
meet Bonneville halfway. We're 
willing to work with Bonneville to 
find a way to keep the rate in
crease down to 14 or 15 percent. 
But the other part of the bargain is 
for Bonneville to recognize its 
unique responsibility as the ulti
mate monopoly." 

onneville's utility customers 
also are concerned about the 
agency's future. 

Bill Drummond, director of the 
Public Power Council, an associa
tion of Bonneville 's public utility 
customers, says, "Right now, we 
are concerned about how 
Bonneville will stay competitive 
with the drought, the decline in 
[ cash] reserves, the run-up in 
costs, the Treasury payment. 
There is the potential for an in
terim rate adjustment of 10 
percent in 1994, and at least an
other 10 percent in 1995. And if 
you add on to that the proposed 
[federal] Btu tax, and possibly an
other 4 percent for accelerating 
the Treasury repayment, pretty 
soon you have raised rates 50 per
cent." 

Fifty percent? 
It's possible, in theory, and it 

would be devastating for public 
utilities and their customers, 
Drummond asserts. 

If Bonneville's customers aren't 
compe- titive, then neither is 
Bonneville. It's a vicious circle. As 
rates spiral upward, Bonneville po
tentially loses customers. If 
Bonneville has fewer customers to 
pay for its conservation and fish 
and wildlife programs, then rates 
have to go up to maintain program 
levels. 
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astern Washington Council 
member Tom Trulove calls this a 
"death-spiral scenario," and he 
says the threat is real. 

"This is a management crisis. 
Bonneville simply can't keep tak
ing on function after function after 
function," Trulove says. 

What's the answer? In a word, 
change. 

"Everyone likes the single
utility concept of Bonneville," 
Trulove says. "Even if 
Bonneville's rates were a little 
higher than other power suppliers, 
if people thought Bonneville was 
going to get some internal control, 
I think they'd be pretty forgiving 
and go with it. But, even if 
Bonneville's prices were less, if 

there is not evidence of internal 
control, then they'll leave -just 
to protect themselves against fu
ture rate increases." 

of Bonneville's biggest 
customers thinks customers might 
leave, anyway. 

"Generally, I agree with Tom, 
but I'm not sure we would pay a 
premium over and above other 
[power] sources just to buy from 
Bonneville," says Bruce Bosch, 
general manager of Clark Public 
Utilities in Vancouver, Washing
ton. With more than 100,000 
customers, Clark is one of 
Bonneville's biggest utility cus
tomers. 

Bonneville's Rate Inerease 
Causes Concern 

As this edition of Northwest Energy News went to press, 
Bonneville Administrator Randy Hardy announced a 14 percent to 
16 percent rate increase. 

Bonneville cut $268 million from its initial proposal in January, 
Administrator Randy Hardy said, including $28 million from the fish 
and wildlife budget and $55 million from the conservation budget. 

Power Planning Council members expressed concern that 
Bonneville may not be able to meet its obligations under the North
west Power Act. 

"No one likes a rate increase, but this one was inevitable consid
ering the growing pressures on Bonneville," said Council Chairman 
Stan Grace of Montana. "I am concerned about the effect on the 
region's ratepayers and on Bonneville's ongoing ability to under
write our fish and wildlife programs. We all have to help Bonneville 
find better and cheaper ways to provide services." 

Ted Hallock, an Oregon Council member and chairman ofthe 
Council's fish and wildlife committee, said he was "deeply con
cerned," adding: "It appears Bonneville may not be able to fully 
fund measures to rebuild fish and wildlife populations. We could see 
more fish populations pushed to the brink of extinction as a result." 
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his is an industry that is 
rapidly becoming more deregu
lated and more competitive," 
Bosch says. "It's not the monopo
listic industry it used to be. 
Bonneville needs to be able to 
market its power at a rate that is 
equal to or less than power from 
other sources." 

Bonneville's Hickok, however, 
doesn't think utilities will flee the 
Bonneville fold. 

"How many utilities can do that 
right now?" Hickok asks. "Well, 
none. There are serious competi
tiveness issues, but they cannot be 
visited literally overnight." 

Bosch also accuses the agency 
of squandering a lot of ratepayer 
money. Bonneville should scruti
nize its fish and wildlife program 
and pay for only those measures 
that bring back fish, he says, and 
reduce the overhead - estimated 
at 35-40 percent - of its energy 

conservation programs. No cost
conscious, profitable business 
operates with a 40-percent over
head, he argues. 

he Pacific Northwest Utilities 
Conference Committee (PNUCC) 
shares the concern that without 
business-like operations, 
Bonneville will slide rapidly into 
irrelevancy. The committee is a 
planning agency that represents 
Bonneville's three maj or customer 
groups - public utilities, investor
owned utilities and industries that 
purchase power directly from 
Bonneville. 

"We don't do rate cases. We 
don't get involved in who pays. 
F or us, the rate case itself is not a 
very important issue," says the 
committee's Executive Director 
Al Wright. "I think the big issue is 
Bonneville's program-by-program 
review. Is the federal government, 

Where Bonneville~s money 
comes from 

Direct service 
industries 

Borrowed funds 

Exported power 

Private utilities 

in the form of Bonneville, the right 
entity? And ifit is the right entity, 
is it configured correctly to be the 
centerpiece of our energy future?" 

Wright describes Bonneville as 
a government agency with two 
personalities. One is a business 
personality; Bonneville'sjob is to 
provide federal electricity as inex
pensively as possible. The other 
personality reflects Bonneville's 
social responsibilities; Bonneville 
exists to serve society. 

"Those aren't necessarily com
patible personalities," Wright says. 
"The things you do as a business 
person to sell energy at the lowest 
cost are not necessarily the things 
you do as a government agency 
for social good." 

right suggests there is a 
point where rising energy costs 
meet the limit of ratepayers' toler
ance for financing the social good. 

In short, Bonneville needs 
greater financial discipline, 
he says. 

That's also an important 
point to Ron Wilkerson, 
director of the Western 
Montana Electric Genera
ting and Transmission 
Cooperative, Inc. The co
operative includes six 
public utilities that buy 
power from Bonneville. 

"My utilities have a gen
eral feeling that Bonneville 
is pricing itself out of bus i
ness," Wilkerson says. "I 
think Bonneville and the 
[Power Planning] Council 
are guilty of spending a lot 
of money [on fish and wild
life improvements] without 
the science to back it up." 
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While some Bonneville cus
tomers pressure the agency to cut 
its costs, redefine itself, become 
more competitive and generally 
improve its efficiency - raising 
the possibility of customers de
serting in droves if this is not done 
- other customers worry that 
Bonneville will panic and desert its 
obligations to conserve energy and 
protect fish and wildlife. 

One is Ted Strong, who directs 
the Columbia River Inter-Tribal 
Fish Commission, an association 
of the four Columbia Basin tribes 
that have fishing rights guaranteed 
by treaties signed with the United 
States in 1855. 

"Cutting BPA's fish and wild
life budget for 1994 and 1995 is 
inconsistent with the Power Plan
ning Council's salmon strategy, 
the accelerated efforts needed to 

sence, this would amount to keep
ing rates down at the expense of 
tribal concerns over rebuilding fish 
and wildlife populations, he ar
gues. 

he most basic outcome of 
the rate case is the long-term abil
ity of BP A to meet its financial 
obligations," Tuck says. "That 
means its obligations to rebuild 
the fish and wildlife resources as 
mandated by the Northwest 
Power Act, and its fiduciary re-

sponsibility to the tribes - even in 
the absence of the Act because 
of its treaty obligations as an 
agent of the United States govern
ment. 

"Bonneville does not have the 
prerogative of crying poverty and 
going to the agencies and tribes 
and saying, 'we don't have 
enough funds to meet our con
gressionally mandated 
obligations.' Bonneville did not 
implement modest rate increases 
through the 1980s, and now we 
are faced with a large rate hike 
that will be a considerable incon
venience to the Pacific 
Northwest." 

his also concerns K.C. 
Golden, executive director of the 
Seattle-based Northwest Conser
vation Act Coalition. The 
Coalition is a regionwide alliance 
of environmental, consumer and respond to the En

dangered Species Act 
and the federal 
government's com
mitments to Indian 
tribes," Strong says. 

~~~~~~'7~~~i~~~~~~~~~~1 other public interest groups and utilities. 
The group monitors 
implementation of the 
Northwest Power Act. 

Bob Tuck also is 
concerned. A biolo
gist, Tuck 
represented the 
Yakima Indian Nation 
last summer during 
Bonneville's Pro
grams in Perspective, 
a public review of 
programs that is the 
first step in rate
making. He says 
Bonneville should not 
defer spending on fish 
and wildlife in re
sponse to the current 
financial crisis. In es-
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"The issues that 
have become the major 
issues in the current 
rate case should not be 
the major issues," 
Golden asserts. "These 
include the issue of 
whether Bonneville is 
going to live up to its 
responsibilities under 
the [Northwest Power] 
Act. The issue really is 
how Bonneville recov
ers the money to meet 
its obligations under 
the Act, not whether." 

Golden says 
Bonneville's Programs 
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in Perspective process puts too 
much emphasis on major policy 
and planning issues and not 
enough on programs. 

the Council's process 
[the fish and wildlife program and 
regional electric power plan], we 
resolve the major policy and plan
ning issues," he says. "Is all of that 
now up for grabs in the rate case, 
a process that is dominated by 
those who have the most money, 
guns and lawyers? Ifthe answer 
is yes, we have a big problem." 

For Golden, it's a rhetorical 
question. "I feel very strongly that 
the entire history of regional co
operation that helped us emerge 
from the WPPSS [nuclear power 
plants] era with a good plan is at 
stake," he said. "I think that if 
Bonneville cuts back on its con
servation and fish and wildlife 

I Advice to the 

programs and deludes itself into 
thinking it can accomplish the 
same goals with dramatically less 
money, frankly we'll all lose." 

Golden agrees with those who 
say Bonneville can streamline its 
operations, that there are efficien
cies to be gained in the way 
Bonneville does business. But he 
would take the agency beyond 
program efficiencies. He says 
Bonneville needs to send new sig
nals to its customers and to the 
region. He would have Bonneville 
price electricity closer to its true 
cost by eliminating certain incen
tives now embodied in rates. For 
example, he says Bonneville 
should eliminate the low rate of
fered to utilities that sell power to 
irrigators. 

In general, environmental 
groups don't want Bonneville to 
go out of business, but they want 

AdlDinistrator 

the agency to live up to its obliga
tions and not be intimidated by 
doomsday scenarios. 

"We feel that it is not appropri
ate to use the rate case to amend 
the fish and wildlife program," 
says Dan Rohlf, an attorney for 
the Northwest Environmental De
fense Center. The Center is at 
Lewis and Clark College's North
western School of Law in 
Portland. 

he Northwest Power Act 
is clear," he says. "It requires the 
Council to come up with the pro
gram and for Bonneville to act in a 
manner consistent with the pro
gram. Compliance with the 
Council's fish and wildlife pro
gram is a cost Bonneville must 
bear. Bonneville can't pick and 
choose among the programs to 
decide which it will fund." 

During its current rate-setting process, the 
Bonneville Power Administration (BPA) has called 
often for public comment. In recent interviews with 
leaders in the Northwest's energy community, we 
heard the following advice to Bonneville's Administra
tor Randall Hardy: 

From Bill Drummond, manager, the Public Power 
Council 

) 

From Bruce Bosch, general manager, Clark Public 
Utilities 

"With some real strong leadership, Bonneville can 
encourage conservation and produce cost-effective fish 
and wildlife programs. This is not a difficult thing to 
do." 

, From Kenneth Canon, executive director, Industrial 
Customers of Northwest Utilities 

"Find better ways to deliver conservation programs 
and resource acquisition programs generally. Establish 
priorities for maintenance of the transmission system, 
and for the fish and wildlife program. Fund the highest 
priorities." 

"Weare now at a time when we have to begin to 
say no. Bonneville can no longer please everyone all 
the time." 

From K.c. Golden, executive director, Northwest 
Conservation Act Coalition 

"Collect revenues sufficient to live up to your obli
gations under the Northwest Power Act. There is this 
notion that we all have to share the pain, but conserva
tion isn't part of the pain, conservation is the 
medicine." 

From Bruce Lovelin, executive director, Northwest 
Irrigation Utilities 

"Bonneville's budget exceeds the ability of its 
ratepayers to provide that level of revenue. He has to 
pare his company back, and he has to bring about a 
fundamental change to do things differently." 
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utting Bonneville's fish and 
wildlife program now would push 
certain salmon stocks closer to ex
tinction and probably encourage 
new petitions to protect those fish 
under the federal Endangered Spe
cies Act, Rohlf said. 

Environmentalists spin their 
own doomsday scenario: fish and 
wildlife programs are cut; fish runs 
continue to decline; endangered 
species petitions are filed; utilities 
and environmentalists file lawsuits; 
salmon recovery bogs down; the 
Northwest loses control of the 
salmon recovery effort to federal 
courts; fish die; and power rates 
go up to pay for court-ordered 
fish and wildlife protection. 

"Simply put, investing in fish 
and wildlife now will mean lower 
costs for all of us in the future," 
Rohlf says. "The way you keep 
the rate increase down is to start 

Advice to the 

looking really carefully at the sub
sidy programs that have been 
ingrained in Bonneville's rate 
structure forever." 

He also points to the irrigation 
discount, which costs Bonneville 
about $13 million a year. Eliminat
ing the discount would put more 
water in rivers, benefit fish and 
create more hydropower, he says. 

But Lovelin of Northwest Irri
gation Utilities says the discount 
helps farmers stay in business be
cause the prices farmers are paid 
for their products are lower today, 
when adjusted for inflation, than 
they have been in decades. 

Beyond the current rate case, 
Bonneville, its customers, environ
mental groups, utilities and a 
Congressional task force2 are 

AdlDinistrator 

looking at Bonneville's future. 
Bonneville already has begun to 
change the way it does business. It 
has initiated cost-cutting measures 
that should reduce its overhead at 
least in the short term. Last Febru
ary, in announcing its strategic 
plan to change the agency, 
Bonneville reported: 

"Change will be defined by a 
new business concept. BP A will 
renew itself through three ap
proaches. First, it will look for 
greater efficiencies in existing pro-

2 In late April, Oregon Congressman 
Peter DeFazio's BPA Task Force con
ducted its first hearing to discuss 
Bonneville's borrowing authority, pro
gram budgets, employee levels and 
other issues regarding the way 
Bonneville operates. DeFazio discussed 
the task force and its work in the Mayl 
June issue of Northwest Energy News. 

From Robert V. Myers, senior vice president for 
operations, Puget Sound Power & Light Company 

From Bob Tuck, consulting biologist, Confederated 
Tribes and Bands of the Yakima Indian Nation 

) 
"Bonneville needs to provide people with the in

centive to do the right thing. Tiered rates would be a 
way to begin to cause a financial incentive for conser
vation." 

From Dan Rohlf, attorney, Northwest Environmental 
Defense Center 

"Bonneville can increase its revenues, keep its rate 
increase under control and also do good for the envi
ronment. But that will require Bonneville to put 
everything on the table, and that includes its pet little 

) subsidies - particularly the irrigation subsidy." 

From Ted Strong, executive director, Columbia 
River Inter-Tribal Fish Commission 

"Like all agencies of the federal government, BPA 
has trust obligations it must fulfill when dealing with 
tribal fishery management issues. BP A must not over
look its trust responsibilities, which are independent 
of regional economic considerations." 
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"My bottom-line advice is that Randy Hardy has to 
mold BPA into a more open organization that will 
implement the programs adopted by the Power Plan
ning Council." 

From Ron Wilkerson, manager, Western Montana 
Electric Generating and Transmission 
Cooperative, Inc. 

"He's on the right track in trying to adjust the orga
nization to act more like a private business. Everybody 
loses if Bonneville doesn't survive." 

From Al Wright, executive director, Pacific North
west Utilities Conference Committee 

"First, Bonneville needs to restructure its financ
ing. Second, just make [the Treasury] repayment. 
Don't have this silliness about 95.6 percent probabil
ity, or whatever it is." 
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cesses, products and services. 
Second, it will look for added 
value from new products and ser
vices. And third, given the new 
mix, BP A will take a hard look at 
what needs to be cut out." 

onneville's Hickok says the 
agency understands that its cus
tomers are positioning themselves 
to operate efficiently in the future. 
He says Bonneville is doing the 
same. But he reiterates that the 
current rate case is not the place 
to solve long-term issues. The fo
cus now, he says, should be on 
solving the short-term financial 
crisis. 

"As we think about how to 
climb out of this financial hole, we 
realize we can't climb out quite as 
fast and keep everything quite on 
the same track as they were once 
on," he says. "In the course of 
making this adjustment, all the 
programs for 1994 and 1995 are 
going to get cut, but none of them 
is going to be gutted. There will 
be delays and deferrals, and we'll 
probably pick up some efficiency 
improvements - there's nothing 
like necessity to mother some effi
ciency invention." 

Hickok acknowledges that 
Bonneville customers want the 
agency to move faster on its com
petitiveness project. 

hey say to us, 'you can't 
continue to do things the way you 
are; you have to make fundamen
tal change, and you have to make 
it yesterday.' Well, in order to get 
the current rate case back down to 
11 percent, you are talking about 
fundamental change, only it would 
be ofthe cut, tear, slash and bum 
variety, and it wouldn't be con
structive," he said. "We under
stand the impatience. We under
stand the call for fundamental 
change. We also understand that's 
being washed over by a tidal wave 
of concern about this short-term 
financial situation. We will make 
all possible and appropriate re
sponses to that short-term 
problem in order to get the rate 
increase down as far as we can 
without crippling us." 

Bonneville~s power rates 
3rT~~~~~~~~~~~~~~~~~~~~~~~~~~ 
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Dow 
Bonneville 
Sets Its Electricity Rates 

onneville rates are set for two fiscal years at a 
time. For example, October I, 1993 to September 
30, 1995. Ratemaking begins 18 months before the 
rate goes into effect. The current rate case began in 
July 1992. 

Three major factors are considered when the 
Bonneville Power Administration sets its rates 
every two years: 

1. The estimated cost to operate its programs. 
2. Estimated income from power sales and from 

transmission of power over Bonneville's lines. 
3. Bonneville's financial policies, such as the level 

of financial reserves the agency wishes to 
maintain. 

Similarly, Bonneville has three goals for the 
ratemaking process: 

1. Limit the number of issues that are discussed. 
2. Use informal workshops to raise and clarify is

sues before the formal rate hearings begin. 
3. Improve everyone's understanding of, and ac

cess to, the computer modeling that 
Bonneville uses in developing rates. 

At the request of its customers, Bonneville 
simplified its ratemaking process in 1988. Here's 
how the current ratemaking process proceeded: 

In July 1992, Bonneville conducted'public meet
ings around the region at which customers and 
other interested citizens reviewed draft budgets 
for the agency's key programs. These included 
fish and wildlife recovery efforts, the resource 
acquisition program, the fmancial plan, the opera
tion and maintenance plan, and the transmission 
system development plan. Participants recom
mended funding levels and priorities. This pro
cess is called Programs in Perspective. It lasted 
through the summer. 
In September, Bonneville considered the recom
mendations from Programs in Perspective and 
prepared final versions of the plans and pro
grams. 
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In October, one year before the new rates go into 
effect, the formal rate case began. An administra
tive law judge was appointed to preside. 
Bonneville conducted public workshops around 
the region to discuss its plans and programs and 
the results of the Programs in Perspective pro
cess. Bonneville and its customers began infor
mal negotiations in an attempt to reach agree
ment on the rate increase. 
In January, Bonneville published its initial rate 
proposal in the Federal Register. 
In March, "parties to the rate case" filed their 
briefs with the hearings officer. Parties included 
Bonneville customers, public utility commissions, 
and other agencies, groups or individuals who 
have specific interests in the rate case and are 
granted party status by the hearings officer. The 
current rate case has about 30 parties. 
In April, Bonneville and parties to the rate case 
made a second attempt at negotiating a settle
ment. 
Then, the public comment period closed, and the 
parties reviewed comments and filed rebuttals 
with the hearings officer. The rate case assumed 
the air of a court trial, and parties were permitted 
to cross-examine each other before the hearings 
officerin May. 
The rate case schedule called for Bonneville Ad
ministrator Randall Hardy to file a draft version 
of his final decision, known as the Record of De
cision, on June 30. 
Hardy is scheduled to release his final Record of 
Decision on July 28. Bonneville is scheduled to 
submit its final rate proposal to the Federal 
Energy Regulatory Commission on August 2. 
The Commission will review the rate proposal to 
be sure it is adequate to meet Bonneville's 
obligations. The Commission can approve or re
ject - but not modify - the rate proposal. 
With Federal Energy Regulatory Commission 
approval, the new rates will go into effect on 
October 1, 1993. 

-JH 
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by John Harrison 

. here are four main 
ingredients in the 
salmon recovery 
recipe: harvest, 
hydropower, 
hatcheries and 
habitat, says Rollie 
Schmitten, North
west regional 
director of the Na
tional Marine 
Fisheries Service. 

Any recovery plan for Colum
bia River Basin salmon must 
address these so-called "four Hs," 
Schmitten told the Northwest 
Power Planning Council at its 
June meeting in Bellevue, Wash
ington. The Fisheries Service is 
developing a recovery plan for 
Snake River salmon that have 
been listed under the federal En
dangered Species Act. At the 
same time, the Council has accel
erated its efforts to improve all 
Columbia Basin salmon runs. Last 
September the Council amended 
its Strategy for Salmon into the 
Columbia River Basin Fish and 
Wildlife Program. 

The strategy includes more 
than 100 new actions aimed at im
proving all phases ofthe salmon 
life cycle. If it is successful over 

time, it may obviate the need for 
future Endangered Species Act 
recovery plans for Columbia Basin 
salmon. Schmitten said it is critical 
that the Council and the Fisheries 
Service continue to rely on each 
other for ideas and expertise. 

"Your Strategy for Salmon is 
practically the framework for im
provement of all Snake and 
Columbia River salmon," 
Schmitten said. "The reason your 
work is so important is that you 
focus on the key elements the 
'four Hs' - of salmon restora
tion." 

A team of experts appointed by 
the Fisheries Service expects to 
complete its recommendation for a 
recovery plan for Snake River 
salmon later this year. In the 
meantime, the Fisheries Service 

addressed the 
impact ofthe 
"four Hs" on 
Snake River 
salmon this year 
in a series of 
biologicalopin
ions. 

Schmitten 
noted that the 
recovery team 

and the Council take different ap
proaches to salmon recovery, 
based on differing legal mandates. 
The recovery team follows the En
dangered Species Act, which 
directs recovery plans specifically 
at the listed stocks. The Council 
has a broader mandate under the 
Northwest Power Act of 1980 to 
plan for the improvement of all 
fish and wildlife in the Columbia 
River Basin, including endangered 
or threatened species. 

"Our remedies may follow the 
very same recipe, but I think we 
certainly will use different propor
tions," Schmitten said. 

For example, he said a biologi
cal opinion on river operations 
issued by the Fisheries Service in 
May called for higher Columbia 
River flows in July than the Coun-
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cil called for in its salmon strategy. 
The Fisheries Service also called 
for greater water releases from 
Dworshak Dam to boost Snake 
River flows this summer. 

e asked for spring flows 
consistent with the Council's 
salmon strategy, but the summer 
flow requirement is intended to 
provide additional protection for 
Snake River fall chinook," 
Schmitten said. Only about 500 
adult Snake River fall chinook re
turned to spawn naturally in 1992, 
but that is up from 78 in 1991. 
"We're discovering there are very 
few short-term things you can do, 
and flow is the most significant 
thing you can do in the short 
term." 

He said the Fisheries Service 
will continue to work coopera
tively with the Council and its 
public processes for guidance on 
salmon recovery. 

In other salmon-related 
matters at the Bellevue meeting, 
Schmitten discussed: 

"Regardless of what you may 
see outside today, I'm very con
cerned about the summer," he said 
on that rainy June day. "We have 
tremendous runoff occurring right 
now. I'm very concerned that it is 
flushing our systems dry and that 
we will face another drought in 
midsummer. Don't be lulled asleep 
by the wet conditions we're see
ing." 

While the recovery plan is be
ing written, the Endangered 
Species Act requires the Fisheries 
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Service to consult with other 
agencies about potential impacts 
on the listed species because of 
agency activities. These consulta
tions lead to formal biological 
opinions by the Fisheries Service 
about whether these impacts can 
be expected to further jeopardize 
the species. In the event of a jeop
ardy opinion, the Fisheries Service 
proposes so-called "reasonable 
and prudent alternatives." The fi
nal decision is made by the 
Secretary of Commerce, who 
oversees the Fisheries Service. 

In 1993, the Fisheries Service 
issued biological opinions on the 
impacts of hatcheries, harvest and 
hydropower operations. The hy
dropower operations opinion in 
May probably was the most con
troversial because the jeopardy 
recommendation from Schmitten's 
office was changed to no-jeopardy 
in Washington, D. C. 

Schmitten explained: "We sub
mitted the biological opinion as 
jeopardy. We attached to it, as re
quired, the reasonable and prudent 

flows and other issues, and we 
submitted it as a draft. The action 
agencies [the U.S. Army Corps of 
Engineers, Bureau of Reclamation 
and Bonneville Power Administra
tion] chose to agree with the 
reasonable and prudent alterna
tives, and therefore it went from 
jeopardy to no-jeopardy. Not a 
drop of water was changed in the 
biological opinion fromjeopardy 
to no-jeopardy." 

Some Columbia Basin salmon 
spawn in Canada, particularly 
summer chinook salmon in the 
Okanogan River and its tributar
ies. The practice of introducing 
hatchery -raised juvenile fish into 
streams to rebuild wild salmon 
populations is controversial in the 
United States because of potential 
genetic impacts from mixing 
hatchery fish with wild fish. Get
ting Canada to go along with this 
practice - it's called supplemen
tation - for Okanogan summer 
chinook may be politically as well 
as biologically difficult, Schmitten 
said. 
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"If supplementation is part of 
the recovery plan for summer 
chinook, I think you wouldn't 
have any problem in the [U.S.] 
process. We'd just put it right in 
the plan. But it would take some 
interesting footwork to 
collaboratively work with the Ca
nadians. They aren't mandated to 
do it, and it would be curious to 
see what they would expect out of 
the bargain." 

Fishers in Alaska and Canada 
catch Snake River chinook 
salmon, as well as other Columbia 
Basin salmon, and imposing a con
servation standard on those 
fisheries has been difficult. This 
year the United States and Canada 
renegotiated a salmon conserva
tion treaty they signed in 1985. In 
June, the two countries agreed on 
further harvest reductions to di
vide the catch of Canadian 
Fraser River sockeye and pro
tect American coho and 
chinook. Harvest is difficult to 
regulate when fish cross inter
national borders, Schmitten 
said. 

"The Canadians take 
whatever they feel is 
allowed under the treaty," 
Schmitten said. "The 
people I have to crank 
down on are the U.S. 
harvesters, and we'll 
crank down on them as 
far as we have to go 
to see improvements. 
We're approaching 
the Canadians with a 
carrot. We tried a stick, 
but it didn't work very 
well. The carrot would be 
[a West Coast program to] 

enhance each other's stocks. That 
may be as bold and imaginative as 
paying to do some work in 
Canada." 

Meanwhile, the Fisheries Ser
vice conducted a separate 
consultation on Alaska fisheries 
this year and arrived at an agree
ment to increase protection of 
Columbia Basin fish. 

One controversy in the Colum
bia Basin salmon recovery effort 
- one of many controversies -
concerns the lack of scientific 
knowledge about salmon. The 
Council's salmon strategy calls for 
research into key areas of uncer-

tainty and for independent scien
tific evaluation of recovery 
actions. In the meantime, accord
ing to the strategy, salmon 
recovery should proceed on the 
basis of "adaptive management," 
which means basing actions on the 
best available science and then 
adapting as needed when better 
information becomes available. 
It's a controversy that Schmitten 
finds particularly frustrating. 

"We just don't have enough 
science," he said. "We weren't 
prepared for this. Relying on 1981 
data is embarrassing. There should 
be a lot of shame passed out if we 
don't do better in the near future. 
We're attempting both spring/ 
summer [chinook research] and 
fall [ chinook research] this year. 

We're not going to wait 
around for another year." 
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by Linda Gist 

wo utility executives sit 
on opposite sides of the 
Willamette River in 
Portland. Both are trying 
to change long-en
trenched corporate 
cultures. Both have 
crushing [mancial pres
sures on their 

organizations. Both say their insti
tutions must become more 
competitive, must change to sur
vive in today' s electricity 
marketplace. 

Ken Harrison, president and 
chief executive officer of Portland 
General Corporation, the holding 
company of Portland General 
Electric, has been chanting the 
"more competitive" cheer longer 
than Randall Hardy, Bonneville 
Power administrator. So what ad
vice would Harrison give Hardy 
about altering the course of an or
ganization, changing the corporate 
culture of a large electric utility? 

Harrison sits in his 17th floor 
office on the west side of the 
Willamette River. He has a sweep
ing comer view of the city, the 
river, the Cascade Mountains. Un
consciously, he rolls his chair 
farther away from his interviewer, 
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putting more polished tabletop 
between them. 

"I would rather stay away 
from this one," Harrison re
sponds after a pause. "You have a 
huge organization being pulled 
and pushed by economic consid
erations, political considerations, 
different vested interests. Large 
organizations don't just change. 
They don't change easily; they 
don't change fast." 

He mentions civil service is
sues and Congress. "I think his 
[Hardy's] job is more complicated 
than mine." 

rrison's utility is in the 
midst of a corporate change every 
bit as revolutionary as the 
Bonneville Power 
Administration's. Although 
Bonneville, as a federal agency 
with a huge debt to the u.s. 
Treasury and potentially the big
gest rate increase in 10 years, has 
received far more public attention 
in the last five months. 

Portland General Electric an
nounced on January 4, 1993 that 
it was closing down its Trojan 
nuclear power plant for good. It 
was front page, banner headline 
news. Within a week of that an
nouncement, the utility seemed to 
disappear offthe radar screens of 
protesters, reporters and editors. 
And that's just fine with Ken 
Harrison and most of the people 
who work for him. 

Today, talking to PGE em
ployees about Trojan brings to 
mind the substance abuse televi
sion commercial with the elephant 
in the living room. The voice on 
the screen confides that an alco
holic in the family is like living 
with an elephant in the living 

room. Family members try to go 
about their daily routines, but they 
keep bumping into the elephant in 
the living room. At PGE, no mat
ter what your job was, you kept 
bumping into the cooling tower in 
the living room. 

"I just want to get to the point 
where 'PGE' is not always fol
lowed with 'comma, owner of the 
much-troubled Trojan nuclear 
power plant, comma, '" says John 
Esler, a government affairs spe
cialist for the utility. 

Now the elephant is gone. 
"We have just ended an era and 
started a new one," Harrison told 
an audience of utility executives 
last February. "We just ended a 
nuclear era for our company. For 
the last 17 years, we have been a 
company in which virtually every
thing we did, thought or said was 
dominated by Trojan. A world 

where our financial outcomes, 
regulatory dealings, political per
ception and public perception 
were dominated by nuclear is
sues." 

rojan certainly dominated 
Harrison's goal of becoming more 
competitive. "The effect of Trojan 
on us as a company is almost im
possible for me to fully 
appreciate," he says now. "We've 
been doing many ofthe things we 
needed to do to make this transi
tion. In an effort to be more 
competitive, we would restruc
ture, find ways to do the rest of 
our business more efficiently, do it 
smarter, do it with fewer people. 
We'd save 100 people doing 
things smarter in the rest of the 
company, and we would have to 
hire an additional 150 people on 
the nuclear side of it." 

When Trojan was designed, it 
was expected to operate with 1 00 
to 150 people. When Portland 
General announced the closure, 
there were more than 1 ,200 
people working at the plant in 
Rainier, Oregon. Understandably, 
those people whose jobs have 
been eliminated in the last six 
months or who might be out of a 
job in the next year have a predict
able and unanimous personal view 
of the elephant and its loss. 

"The problem and the pain of it 
is really the people side of it," 
Harrison says. "The people who 
are either friends or acquaintances 
or employees of mine and all of 
my associates, that's difficult. It's 
also a major impact on the com
munity. They're people who 
support families on a single in-
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come. Most of those jobs or many 
of them were in that category. So 
that's an enormous impact. That's 
hard." 

But the utility's non-nuclear 
staff has reacted differently. Esler 
calls employee attitude "upbeat, 
almost intoxicating." 

regon Northwest Power 
Planning Council member Angus 
Duncan, who has worked closely 
with PGE on its least-cost plan 
and in advisory groups, says, 
"Staff morale wavers between 
giddy and cautious, because 
they're trying not to let expecta
tions get too high. PGE is a much 
more optimistic, much more ac
cessible company now." 

"Trojan was like a noose 
around the company's neck," says 
Eugene Rosolie, staff economist 
for Northwest Environmental Ad
vocates, who used to spend his 
time fighting Trojan. In 1991, 
Rosolie was in the first group of 
outsiders called together by Port
land General Electric to work on 
the company's least-cost plan. "I 
thought they'd never close that 
plant [Trojan]," he says now. "I 
thought they'd find excuses to run 
it forever; that they'd skew the 
economics so they could. 1 think 
the people in the nuclear division 
thought, 'we're not going to give 
into these anti-nuke people
ever.' Now the company is looser, 
more open, not as defensive." 

All this talk about openness 
and accessibility makes Portland 
General sound like an example 
from the latest, trendy manage
ment seminar. 

"The simplest, most widely un
derstood name for it is just 
communication. Communication 
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implies both saying something and 
listening. And we're trying to ex
hibit that in the way we do 
business everywhere," says Ken 
Harrison. This is especially true 
regarding the utility'S outside ad
visory groups, which are working 
on least-cost planning, regulatory 
changes, renewable resources and 
conservation efforts. 

arrison thinks historic lack of 
communication was a big factor in 
forcing the closure of Trojan and 
the unpopularity of nuclear energy 
throughout the country. "People 
were not prepared. We didn't lay 

the groundwork to help them, help 
allay the skepticism, the uncer
tainty, the uneasiness .... There was 
a sort of paternal attitude in the in
dustry. We know we have all the 
technical expertise. We know how 
to build these things. We know 
what's best. We know what's most 
economic. Just let us do it and stay 
out of our hair. And 1 think that 
was the beginning of the problems 
we are seeing today." 

aders in many industries that 
are heavily dependent on engineer
ing and technology might wince at 
Harrison's words. 

He says, while PGE's new em
phasis on communication and 
public involvement is not wide
spread in the industry, the 
company is not unique. And it's 
happening in other industries, too. 

"I think it's a natural part of op
erating in a more competitive 
world where you are really obli
gated, for your own economic 
interests, to listen to what your 
customers want, to what the public 
wants. We owe it to ourselves and 
to our owners to allow [the public] 
to participate in building informa
tion, understanding, having a 
dialogue, influencing decisions. 
Not make our decisions, but influ
ence them. Even though there 
was a lot that 1 heard that 1 didn't 
agree with, a lot I didn't like, it 
very definitely had an effect on the 
decision [to close Trojan]." 

"Culture is not a word that is 
developed in a year," Harrison 
continues. "It implies history in 
long, imbedded habits and behav
ior. The biggest challenge is 
getting your people to understand 
that you have to [change], that 

19 



20 

there are no alternatives. I don't 
think I've fully met that challenge 
yet. People have to believe that it's 
going to happen. It's going to hap
pen with or without them and it's 
in their interest to have it happen. 
If you create an environment 
where those people [who embrace 
change] are the people who get 
rewarded, if those are the people 
who advance and are enj oying 
themselves, then you will change 
the mix of people," Harrison says. 

n January 4, 1993, when 
Portland General Electric an
nounced Trojan's death, not many 
people reading the headlines 
asked, "I wonder what this is go
ing to do to the corporate 
culture?" Instead, the question all 
over the Northwest was: How are 
they going to replace the power? 

Trojan provided about 500 
megawatts of electricity for PGE. 
It satisfied almost 25 percent of 
the utility's load. In the next five 
years, the company estimates it 
will need about 750 megawatts to 
replace Trojan's output and serve 
new customers. How is the com
pany going to fill that hole? 

To listen to the people at PGE, 
that's been the easiest part of the 
last six months. Getting replace
ment power has been easier and 
cheaper than they expected, ac
cording to Harrison. 

The utility's revised least-cost 
plan calls for 600 megawatts of 
natural gas-fired generation. 
"We've firmed up our belief that at 
least 400 or 500 megawatts of our 
new resources can be cogenera
tion," Harrison says. 

When he talks about co-genera
tion, Harrison returns to his 
"communication" theme. He and 
Esler talk about "partnerships" 

with their industrial customers, so 
electricity can be generated at the 
same time heat is produced for in
dustrial processes. 

Both partners benefit. The in
dustrial customer who uses the 
steam from the cogeneration plant 
gets added efficiency. "It lowers 
their costs, gives them greater cer
tainty about their future energy 
costs and some ability to influence 
those costs," Harrison says. 

he utility gets a new generat
ing resource and locks in the 
industrial customer who is now 
less likely to shop around for a 
cheaper power supply. 

Some former Trojan critics are 
now somewhat skeptical about 
PGE's increasing infatuation with 
natural gas. K.C. Golden, execu-

tive director of the Northwest 
Conservation Act Coalition in 
Seattle, is one who is concerned 
about the possible over-reliance on 
natural gas. "There are big risks 
and uncertainties with natural gas, 
too," Golden says, as he lists fuel 
price, supply, and the possibility of 
national regulation of carbon diox
ide emissions. 

But having lived with a cooling 
tower in the living room for 17 
years, Portland General doesn't 
want to replace its dependence on 
Trojan with a total dependence on 
natural gas. Harrison wants flex
ibility in resources, something his 
company hasn't had. 

ortland General's new com
munication culture shows up here, 
too. The company has advisory 
working groups concentrating on 
development of renewable re
sources and energy-efficiency 
programs. 

"By 1996, we should be 
achieving 20 megawatts a year 
[from energy efficiency] and per
haps more," Harrison predicts. 
Within the next 10 years, the com
pany wants to meet about 45 
percent of its load growth through 
energy efficiency, also called de
mand-side management. 

Another 100 megawatts will be 
brought on line in the next 10 
years with renewable resources, 
such as wind power and electricity 
from geothermal sources, with the 
possibility of increasing that to as 
much as 500 megawatts if 
renewables prove to be reliable 
and cost-effective. 

"They need to prove they're a 
new environmentally correct util
ity," says Rosolie of Northwest 
Environmental Advocates. "Ifthey 

NORTHWEST ENERGY NEWS July/August 1993 



can't get 14 megawatts this year 
through demand-side manage
ment, people will say they're just 
incompetent. Their biggest chal
lenge is coming up with enough 
demand-side management." 

ome observers wouldn't agree 
that energy efficiency is Portland 
General's greatest challenge. 
These people would say financial 
health - or survival- is. 

When you talk about money at 
PGE, Trojan once again assumes 
the shape of the elephant in the 
living room. Some of the 
company's maj or financial issues 
concern Trojan: decommissioning 
costs and how the company will 
pay offthe bonds that financed 
building Troj an. 

"A lot of people would like for 
us to wave a magic wand and just 
have everything disappear, all the 
radioactivity and everything. You 
just can't do that," says Harrison, 
explaining that there are still safety 
and regulatory issues surrounding 
Trojan. All the estimates in the 
least-cost plan confirmed that 
closing Trojan was economically 
the best choice for PGE. "We're 
beating every one of those esti
mates," Harrison now boasts. 
"We're reducing our costs at a 
rate three times faster than any
body in the industry has." 

A lot ofPGE's financial health 
is dependent on Oregon Public 
Utility Commission rulings. As 
this magazine went to press, the 
Commission was scheduled to de
cide whether Portland General 
Electric can recover its investment 
and decommissioning costs from 
ratepayers. The company needs a 
friendly decision from the Com
mission on this one. 
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Oregon Power Council mem
ber Angus Duncan points out that 
PGE's financial and governmental 
tasks are deeply intertwined. Be
sides the Public Utility 
Commission's financial regula
tions, the utility depends on the 
state Department of Energy and 
the state Siting Council to get its 
new natural gas generating units 
sited in a timely manner. 

ithin the next year, Portland 
General will file a rate case and 
spell out how much of an increase 
it needs to pay all these Trojan 

costs. "We're trying to delay that 
as much as we can," Harrison 
says, noting that many people are 
skeptical about the delay. "We're 
finding that as each month goes by 
we're able to confirm our prior 
cost estimates or lower them. 
None of them has gone up at this 
point." Harrison says closing Tro
jan will not "translate into a big 
rate increase." 

"PGE must rebuild its financial 
strength while keeping its rates 
competitive," said Council mem
ber Duncan. "It must be strong 
enough to borrow capital to ac
quire these new resources." 

Back in 1977, just a year after 
Trojan began operating, PGE also 
needed money and was the first 
American utility to sell long-term, 
fixed-rate bonds in Europe. "In 
fact, we were the first utility and 
the second and maybe the third. 
We were the only ones that did it 
for two or three years," Harrison 
remembers. 

In those days, European bank
ers didn't know much about the 
private electric utility industry in 
this country because most of the 
utilities in Europe were state
owned. But Portland General had 
an advantage with Europeans be
cause of Trojan. "With France 
being 70 or 80 percent nuclear, 
they had a much greater apprecia
tion." 

he executive who initiated Eu
ropean financing for Portland 
General in the late 70s was Ken 
Harrison, then chief financial offi
cer. In mid-May 1993, Harrison 
made another of his quick four
cities-in-four-days trips to visit 
European bankers. Once again, it 
appears, the timing is right. 
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Nuclear energy is much less 
fashionable today in European 
capitals. The risk ofChernobyl
style reactors and lack of 
containment buildings in Eastern 
Europe is more widely known. 
Harrison, whose utility is volun
tarily closing down an operating 
nuclear plant, is a welcome visitor. 
"I got inquiries from a couple of 
bankers who are keenly interested 
in having us corne over there and 
develop a business to help Eastern 
European countries decommission 
nuclear plants," Harrison says. 

ortland General Electric, 
racing to fill the hole left by the 
closure of the Trojan nuclear 
power plant, has opened the 
Northwest's firstall-renewables 
bidding process for new resources. 
The company has announced that 
it wants diversity to be one of the 
characteristics of its new portfolio 
of power supplies. 

There is already a large portion 
of new gas-fired generation in 
Portland General Electric's stack 
of future power supplies. 

And is he interested? 
"On the surface, it sounds in

teresting. I'm most interested in 
doing ours [decommissioning] 
very well first." 

By the end of the year, 
Harrison wants decisions made on 
replacement power sources and a 
clear plan for decommissioning 
Trojan. "I think that will put a lot 
of people's minds at ease." 

"We need good performance 
and good fortune," he says. "The 
good fortune really is just 
weather. Ifwe have very poor hy-

And energy -efficiency will figure 
large. 

But the utility also wants to see 
between 50 and 100 megawatts of 
power supplied through water, 
wind, solar, geothermal or bio
mass-based technologies. The 
hope is that along with the 

dro conditions during the next 
three or four years in this transi
tion period before we have new 
resources on line, then it's going 
to be more difficult to accomplish 
what I suggested." 

Across the river at Bonneville, 
Randall Hardy probably would 
echo the need for good fortune 
and better hydro conditions to ac
company good performance. 

additional electricity, the company 
will acquire more experience and 
understanding about working with 
renewable resources and be able to 
promote public acceptance of the 
new technologies. 

To those ends, Portland General 
is soliciting proposals for "projects 
of diverse and proven renewable 
technologies" to be submitted to 
the company by 5 p.m. on 
September 3, 1993. Developers 
needing more information about 
the process should contact Frank 
Afranji at 503-464-7033. 

-cc 
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nO lson' s half-finished 
house feels like the remains of a 
medieval fortress the way it sits 
high above the surrounding land
scape. Its massive walls, rough 
like old stone, are dug deep into 
the bare, hardpan hilltop. From 
there, Olson can survey the valleys 
below, all the way to the town of 
Horseshoe Bend, Idaho, where the 
Payette River turns on itself. 

Olson, a carpenter and housing 
developer, prefers to picture his 
house as a pueblo in the old 
Southwest. The mass of its walls, 

by Carlotta Collette 

about three-feet thick in most 
places, has more to do with hold
ing heat in and keeping cold out 
than with discouraging marauding 
knights. 

nd it's true, this piece of 
Idaho, just a half-hour drive north 
from Boise, bears closer resem
blance to the desert Southwest 
than to 13th century Europe. But 
the impression of a cliffside 
"keep," strong and detached 
above the world below, still holds. 

It is that detachment, the re
moteness of Olson's home, and 

the fact that it is an architectural 
experiment of sorts, that made it a 
perfect test site for a three-year 
pilot program being offered by the 
Idaho Power Company. ,N 
~ 

,idaho Power is offering custom
ers the option oftuming to solar 
photovoltaic systems - an ex
panded version of the technology 
used in solar-powered watches, 
calculators and yard lights to 
generate electricity at their homes 
rather than extending costly power 
lines to distant sites. 
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Ken Olson's solar home has walls made ofstacked tires filled with dirt. 
Stucco will cover the tires and smooth out the walls. 

lson's 'Solar Summit' is so 
unique that it gives us the oppor
tunity to work out a lot of 
problems," says John Wennstrom, 
an electrical engineer at Idaho 
Power who is responsible for get
ting the company's remote 
applications solar electricity pro
gram up and running. "We're 
having to work out the details 
here - particularly with state and 
national electrical codes - that 
will make more straightforward 
applications simple." 

The uniqueness of Olson's 
home starts with the fact that his 
three-foot deep walls are built up 
of used tires pounded full of dirt 

and stacked to form U -shaped 
rooms that scoop in sunlight from 
an all-glass south wall. It encom
passes 2,100 square feet of 
floorspace on two levels with 
ample space for indoor gardening. 
It is billed as the first home in a 
planned "totally solar-powered 
subdivision." And it will likely 
need little auxiliary heating or 
cooling, even though the climate 
on that windswept hill hits ex
tremes in all seasons. 

ithout Idaho Power's solar 
system supplying electricity, Olson 
would have had to pay the utility 
to bring a new power line the 

mile's distance from 
the nearest existing 
line - at a cost of 
$50,000 to $100,000, 
depending on the 
number of homes 
eventually built there. 
Alternatively, he could 
purchase diesel or 
propane generators to 
power the houses, or 
buy and install his 
own solar power 
plant. 

But Idaho Power 
makes it easy by pur
chasing, installing and 
maintaining the photo
voltaic array, the 
wiring to the house 
(the solar facility is 
not attached to 
homes), the batteries 
and the backup gen
erators. For the 
customer, the whole 
system is essentially 

ready to use. It is brought to the 
site and assembled by local con
tractors hired by the utility. Olson 
only had to plug in his power tools 
and, later, the appliances that will 
furnish his home. 

ustomers won't be billed for 
the amount of electricity they use 
each month because they won't be 
buying the power from the Idaho 
utility. Instead, their monthly pay
ments will be based on the total 
installed cost of the solar package, 
plus maintenance, taxes, overhead 
and depreciation. 

That will amount to bills that 
are roughly 20 to 30 times more 
than what grid power would cost, 
but as Wennstrom points out, 
"There's no grid there!" Further
more, the solar power is 
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competitively priced with diesel or 
propane generation, or when com
pared to the cost of bringing new 
power lines outside existing ser
vice areas. 

o operate the program under 
this financing mechanism, Idaho 
Power had to obtain the approval 
of public utility regulators in the 
states where the program would 
be offered: Idaho and Oregon. 
Both state regulatory bodies sup
ported the company's plan. 

"A few small solar businesses 
complained to the Public Utility 
Commissions in hearings because 
of the competition from the util
ity," says Wennstrom. "But even 
they noted that Idaho Power could 
help enrich the credibility ofthe 
solar industry in general, so the 
Utility Commissions gave us their 
OK." 

The new program has clear ad
vantages for some customers: 
those living in or planning to build 
homes or cabins in secluded 
places, outlying resorts and 
ranches where electricity can be 
used to pump water for cattle. It 
will also be useful for lighting 
signs in parks and along highways, 
as well as for certain communica
tions and pipeline applications. 

"Outback" customers will 
likely be the greatest benefactors. 
Wennstrom tells of a Salmon 
River resort, accessible only by 
boat, where one full day each 
week is taken up with boating into 
town to get a week's supply of 
diesel fuel for the power genera
tors. 

"Here's this beautiful, pristine 
place way up in the middle of no
where. That's why people go 
there. Then they tum on the gen
erators for a few hours, and it's 
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noisy, gives offthat awful smoke, 
eats up the diesel. So they have to 
tum it off until they need the 
power again." In contrast, he ex
plains, "the photovoltaic system is 
on all the time. It's got batteries 
for nighttime and back-up pro
pane generators for those rare 
occasions when there are long 
periods with no sunshine. We buy 
warranted, top-quality products, 
and we maintain them for the cus
tomer. They can use their 
appliances anytime. It' s not noisy 
or polluting. And it's a 120-volt, 
alternating current (AC) system, 
so they don't need to have dual 
wiring systems or the safety prob
lems they might have with the 
generators. " 

hile advantages may be clear 
for utility customers who choose 
to live at some distance from ex
isting power lines, it's less obvious 
why Idaho Power would become 
the first major investor-owned 
utility in the United States to offer 
its customers the solar option. 
Wennstrom says the impetus for 
change came when Joe Marshall 
became chief executive officer and 
chairman of the board in 1989. 

arshall created a strategic 
planning department and fostered 
a "new openness to ideas," ac
cording to Wennstrom. Out of 
that new department came some 
proposals for expanding the ser
vices the utility could offer and an 
increased emphasis on environ
mentally sound, renewable 
resources. 

Several solar endeavors were 
explored. The company agreed to 
participate in a utility-sponsored 
research project in California. The 
goal of the project, dubbed "Solar 
Two," is to create a large-scale 
solar array that can supply power 
to utility grids. The company also 
is studying the potential of putting 
a solar photovoltaic system on the 
roof of its headquarters. 

But the most promising solar 
money-maker for Idaho Power 
over time is the remote applica
tions program. The company 
conducted a market survey to de
termine if it could secure about $1 
million in annual solar business. 
The survey suggested that the 
market could be substantially 
greater than that with aggressive 
program marketing. 

So a marketing strategy was 
devised. Beautiful television com
mercials, featuring Idaho's 
landscape and the promise of en
joying life's luxuries while 
avoiding cities, were developed 
and broadcast widely. The re
sponse was immediate and nearly 
overwhelming. 

Rather than hire all new staff to 
run the solar pilot program, the 
company trained its existing staff 
to be able to analyze potential 
sites for the new systems and de
termine the amount of electricity 
each home will need. Staff help 

25 



... 
OJ 
i2 
" CIl 

" OJ 
..c 
0., 

2 
CIl 
;., 

.D 
0., 

" ::E 

26 

homeowners reduce their need for 
electricity by recommending effi
cient appliances and other 
conservation measures to take be
fore they install a solar system. 
This is because, as Wennstrom 
puts it, "you can't use these sys
tems to power big, bulk wasteful 
loads. They cost too much." 

The price of solar photovoltaic 
systems used to generate electric
ity is based on the energy use of 
the home. The home that needs 
four kilowatt-hours per day of 
electricity will have a solar array 
that costs roughly twice that of 
the house that requires only two 
kilowatt-hours. So the goal is to 

use electricity only where there 
are no less-expensive alternatives. 
Electronic equipment, lighting, re
frigerators, etc., are good examples 
of appropriate uses for a solar 
electric system. But there are 
much less expensive ways to heat 
homes and water. 

Is on ' s energy -efficient home, 
which is designed to have the sun 
heat it passively through the win
dowed south wall, is a good 
alternative. And propane or solar 
water heaters can still be used to 
heat water. 

"Our charge is to provide this 
program to customers at the low
est possible price, so we want to 

Idaho Power Company's 
service territory includes 

some of the sunniest areas 
in the 

Pacific Northwest 

get the systems as affordable as 
possible," says Wennstrom. 
"We're also buying our photovol
taic systems direct from top 
manufacturers to save money. 
Even the way we're running 
things is kind of an internal Idaho 
Power experiment. We have to be 
innovative, and upper manage
ment supports that approach. If 
we did things the old way, it'd 
probably cost us 20 percent to 30 
percent more." 
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it's successful, the remote ap
plications program has the 
potential to solve several utility 
problems. Long-distance custom
ers are a utility's most expensive 
load to serve, says Wennstrom, 
because of the cost of maintaining 
the lines. Particularly in the case 
of Idaho Power, where the per
kilowatt-hour price of power is so 
low, revenues from isolated cus
tomers simply don't cover the 
costs of service. 

With 20-year warranties on the 
photovoltaic systems and batteries 
that are designed to last for 10 
years, maintenance costs on the 
solar systems are expected to be 
comparatively low. Furthermore, 
Idaho Power maintenance crews 
are being trained to perform most 
of the expected repair work. 

In addition, the company is 
considering a future project where 
solar systems would be installed at 
locations that are linked to the 
grid to eventually offset peak 
power use in the utility's service 
territory. Power lines would sup
ply utility-generated electricity to 
solar customers when the sun fails 
to shine, and the solar customers 
could send power back to the util
ity when overall usage is peaking. 
Since Idaho Power's customers 
use the most electricity in the 
summer - because of irrigation 
pumping and air conditioning -
the sun would be a perfect back
up power source. 

Jeff King (left), senior resource 
analyst at the Northwest Power 

Planning Council, and John 
Wennstrom, Idaho Power Com
pany, examine one of the solar 
devices in Idaho Power's new 

program. 
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aving conducted the market 
survey, analyzed available solar 
equipment, assembled the best 
packages for domestic installa
tions, trained staff, developed 
program guidelines, put out adver-

tisements and kicked offthe pro
gram, the team at Idaho Power 
now feels ready to export their 
idea. They have produced a 
guidebook and offer technical 
support for other utilities attempt-
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ing to start their own solar 
electric programs. The guidebook 
includes data about the technical 
equipment, market analysis, oper
ating procedures, staff training 
programs and more. 

ong the company's first util
ity customers was Southern 
California Edison, the huge inves
tor-owned utility that serves the 

Los Angeles metropolitan area. 
Edison has been a national leader 
in turning to renewable technolo
gies like solar and wind power. 
The fact that Edison turned to 
Idaho Power for advice about of
fering a solar program is evidence 
that the Northwest utility is lead
ing the way to the future. 

T 
Tdaho Power is offering its cus-
tomers the convenience of a 
modem world in places that pre
serve some ofthe best qualities of 
the past. 

he image is golden. Cowboys on horseback herd cattle round a campsite. 
Even the dust looks good, spinning around in the slanted light. The voice, deep, 

I with a bit of a twang, comes on: 
"For some folks, the old ways are the best ways," the voice says. "But for 

homeowners and ranchers who live far from power lines, Idaho Power's new 
solar energy systems provide a modem, convenient power supply." 

Idaho Power Company's new television commercial advertising its remote 
applications solar electric program wasn't taped at Bob Skinner's ranch in east
ern Oregon, but it could have been. Skinner's ranch was an early prototype for 
the program. 

Skinner had a lot of dry land and a herd of thirsty cattle. Ifhe could get water 
to the cattle, he figured he could raise his livestock on some of his more mar
ginalland. He was willing to dig a well ifIdaho Power, the electric utility that 
supplies his ranch with power, would help him find a way to run the pump. 

The company and the rancher agreed to work together. Idaho Power con
ducted a feasibility analysis that suggested that a solar electric system would 
cost less than a new power line or a gas-powered generator. Skinner bought and 
installed the equipment and dug a pond to serve as a holding tank from which 
pipes could bring water to the cattle. Eventually, the pond could become a min
iature wildlife refuge (fences keep cattle out) as grasses and other plants take 
root and grow. 

The Skinner ranch is not only a good example of a practical application of 
solar technology, it is a possible answer to the incompatibilities of cattle grazing 
in and near salmon streams. Solar-powered pumps mean that groundwater can 
be used to nourish herds on acreage at some distance from the streams. Stream
side land can then be restored and salmon runs sustained without jeopardizing 
ranching operations. 

-CC 
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The Power Plan-
ning Council has published a 
compilation of profiles of all maj or 
utility-sponsored commercial and in
dustrial conservation programs being 
offered in Idaho, Montana, Oregon 
and Washington. The document (pub
lication number 93-11) describes 
more than 30 programs, with names 
and phone numbers of contact people 
for each one. It should be of use to 
both business and utility managers. 
Copies are available free of charge 
from the Council's central office. See 
the publications list on the inside 
back cover of this issue to order. 

A 56-foot ocean cruiser and a 
flotilla of smaller boats are following 
migrating salmon up the Snake and 
Columbia rivers this summer to pro
tect them from poachers. The cruiser 
will turn back at Lewiston, but 
smaller boats will follow the salmon 
to spawning grounds. The effort is 
part ofa $4.5-million law enforce
ment program that has been in place 
since January 1992. Through the pro
gram, which is financed with 
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Bonneville Power Administration 
ratepayer money, 23 officers have 
been added to state fish and police 
agencies in Idaho, Oregon and Wash
ington. Officers will be protecting 
Snake River chinook salmon, which 
are a threatened species, and any re
maining Snake River sockeye salmon, 
an endangered species. [Source: The 
Spokesman-Review, Spokane, Wash
ington, April 23 .] 

The Washington Department 
of Fisheries and the U.S. Department 
of Energy will try raising salmon in a 
water-retention pond beside a retired 
nuclear reactor on the Hanford 
Nuclear Reservation near Richland, 
Washington. There are 12 
uncontaminated ponds on the reserva
tion. They once held river water that 
was piped through reactors to keep 
them cool. None of the 12 ponds 
holds radioactive water or other mate
rial, and all are adjacent to the river. 
The Hanford experiment will involve 
holdingjuvenile fall chinook salmon 
in the ponds until they are big enough 
to release into the river. [Source: 
Marine Fish Management, March! 
April 1993.] 

Oregon intends to increase the 
energy efficiency of state-owned 
buildings and vehicles by 20 percent 
by the year 2000. The state will in
vest about $30 million on the effort, 
which should yield savings of about 
$5 million per year, according to the 
Oregon Department of Energy . The 
energy department also will work 
with other state agencies to reduce 
travel in state vehicles, increase use 
of alternative forms of transportation 
for employees to get to and from 
work and investigate the use of alter
native fuels for state-owned vehicles. 
[Source: Oregon Energy Report, 
April 1993.] 

The 1992 Idaho 
fall steelhead fishery was worth at 
least $10.2 million to the state's 
economy, according to a survey by 
the Idaho Department ofFish and 
Game. Anglers made 60,280 fishing 
trips, spending an average of$170 on 
each trip. [Source: Idaho Department 
ofFish and Game.] 

The 
Power Research Institute (EPRI) re
cently surveyed 400 consumers in 
five parts of the United States and 
discovered that many people simply 
aren't interested in purchasing en
ergy -saving compact fluorescent light 
bulbs. The study showed that 43 per
cent of those who use compact 
fluorescent bulbs and 53 percent of 
non-users were "least likely" to buy 
them in the future. About 25 percent 
ofthose surveyed said they like the 
bulbs and would buy more of them in 
the future. Dissatisfied consumers 
complained that the bulbs did not fit 
existing light fixtures, could not be 
used with dimmers and did not pro
duce enough light for some uses, such 
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as reading. Regardless, utility lighting 
programs saved 300 million kilowatt
hours of electricity in 1990. [Source: 
EPRI Journal, March 1993.] 

A 
poll taken by Friends of the Earth and 
the Alliance to Save Energy shows 
widespread support for redirecting 
national energy policies to stress en
ergy conservation and renewable 
energy sources, the groups reported. 
Poll respondents favored increasing 
the use of solar and wind energy. 
Meanwhile, a poll taken by the En
ergy Information Administration, a 
division of the U.S. Department of 
Energy, says that while energy con
sumption has decreased, compared to 
past years, Americans are less con
scious of energy conservation. The 
decline in consumption mainly corre
sponds to a decrease in household 
size, with a corresponding decline in 
energy use, the agency reported. 
[Source: Energy Conservation Di
gest, March 8 and 22, 1993.] 

/,,/',nn,zV"""'Uh Northeast Utili
ties, which sells electricity in 406 
New England communities, recently 
donated 10,000 tons of air pollution 
credits to the American Lung Asso
ciation. Under the federal Clean Air 
Act, the utility is entitled to credits 
against limits on sulfur dioxide emis
sions from power plants that bum 
fossil fuels. Northeast Utilities gener
ates most of its power with nuclear 
energy, and so it has excess pollution 
credits to sell to other utilities or give 
away. The Lung Association agreed 
not to sell the credits - about 10 per
cent of Northeast's total- to another 
utility and probably will auction them 
off as novelty items at fund-raising 
events, a spokesman said. The credits 
would be worth about $3 million to a 
utility. By making the donation, 
Northeast Utilities will realize a $1.2-

million tax break, which will be 
passed on to ratepayers. [Source: 
Daily Journal of Commerce, Seattle, 
Washington, March 30, 1993.] 

Application deadline to 
present papers at the 1994 Affordable 
Comfort Conference, scheduled for 
March 20, 1994, in Philadelphia. Con
tact Gail Ettinger, Affordable Comfort 
Conference, 309 Davis Street, 
Evanston, Illinois, 60201. Telephone 
708-864-5651, FAX 708-864-7535. 

- "Shared 
Responsibility for Shared Resources," 
1993 annual meeting of the American 
Fisheries Society, Jantzen Beach Red 
Lion Hotel, Portland. The meeting will 
focus on the challenge of finding ef-

California's 
Legislature is debating the merits of a 
proposal that would radically alter the 
way auto insurance is sold and, its 
proponents say, reduce insurance 
costs and air pollution. Under the 
proposal, motorists would pay a flat 
fee to insurance companies and then 
get the rest of their insurance through 
a surcharge on gasoline of30 to 40 
cents per gallon. Proponents say the 
plan would reduce the cost of insur
ance by largely eliminating sales fees 
and uninsured drivers, reduce unnec
essary driving and, as a result, cut air 
pollution from automobile exhaust. 
Insurance companies oppose the idea, 
but it has been endorsed by consumer 
and environmental groups and Forbes 
magazine. [Source: Rocky Mountain 
Institute Newsletter, Spring 1993.] 

fective ways to avoid unacceptable 
risks to natural resources through pro
moting ecologically sound goals for 
public and private resource users. For 
more information: Jerry Bouck, 503-
230-52l3. 

- World Energy En
gineering Congress, Atlanta, Georgia. 
At this conference and exposition, 160 
speakers in 43 conference sessions 
will offer practical information on 
managing energy and environmental 
compliance. The concurrent Environ
mental Technology Expo will feature 
400 booths. Telephone the Association 
of Energy Engineers, Atlanta, 404-
447-5083, FAX 404-446-3969. 
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