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Twenty-fourth in a series on  
the history of Public Power in 
the Northwest

During the mid 1990s 
power market prices 
had slipped below  

BPA’s “preference” rate and 
pressure was mounting from 
utility customers wanting to 
purchase cheaper power from  
the market. Arguably the most  
controversial decision made at 
this time was the deal BPA struck 
to keep its 3,000 aMW Direct 
Service Industry (DSI) load. The 
agency was convinced that if 
the DSIs went, it would lose 
so much revenue that a death 
spiral would ensue. The agency 
would lack the funds necessary 
to make its annual payment  
to the US Treasury giving 
ammunition to interests outside 
the region who regard BPA’s 
rates as federal subsidies and 
believe the agency should 
charge its core customers 
market rates instead of cost-
based rates — a breach of the 
sacred trust of public power  
and the doctrine of preference.

To keep the bulk of the DSI  
load, BPA offered transmission  
access and protection from 
“stranded costs” — the unpaid 
costs for leftover assets acquired 
to serve departing loads. This 
was controversial because it 
meant if stranded costs did 
emerge, BPA’s utility customers 
would be stuck with them.  

Consumer and 
environmental 
groups were  
particularly incensed 
at the prospect of the aluminum 
industry getting away with  
what they indelibly branded 
“sweetheart deals.” But BPA’s 
public power customers, while 
also wary of the deals, felt they 
had to be signed because if the 
DSIs left, the probability and 
size of stranded costs would be 
much greater. During a long 
bizarre evening on September 
28, 1995 the Department of 
Energy first demanded BPA 
remove its offer to the DSIs 
and then, well after midnight, 
reportedly at the behest of 
members of Congress,  
reversed itself.

BPA then moved to hold on to 
its public power customers. In 
order to avoid, in the words 
of then-BPA Administrator 
Randy Hardy, the “nightmare 
of going to war” against its 
core customer group over their 
contract off-ramps, the agency 
offered to allow publics to sign 
“diversification” amendments to 
their existing contracts to take 
as much as 15 percent of their 
BPA load to the open market. 

In exchange, 
customers would 
agree to take-or-
pay terms for the 
load left on  
the agency for 
the remaining 

term of the contracts, ending 
the threat of the exercise of the 
off-ramp clauses. Customers 
were allowed to remove even 
more load in exchange for 
multi-million dollar “exit fees,” 
an option several accepted.

Meantime, BPA’s efforts to 
return to a competitive rate 
were paying off. By 1997,  
the agency reduced rates  
15 percent. But the nearly 
uncontrollable pace of events 
in 1995 gave policymakers an 
unmistakable signal. Only days 
after the topsy-turvy evening 
of September 28, citing the 
“dramatic and rapid changes  
in the wholesale electric market 
in light of deregulation and 
utility restructuring,” BPA and 
the Department of Energy  
called for a “regional and 
comprehensive review of  
BPA’s role and structure in  
the Pacific Northwest.” h

Source: Public Power Chronicles, 
Public Power Council 2002

Next Installment:  
The Comprehensive  
Review of the Northwest  
Energy System

Opinions expressed in “News and Views” are those of the writer and not necessarily those of the board unless otherwise indicated.

February 2008

Project Partners: Salem Electric,  
Bonneville Environmental Foundation  
and Cherry City Electric, with full support  
of West Salem High School.

Special thanks to Carlson Inspections for  
their support.

Why a Renewable Energy Lab at  
West Salem High School?
By creating working examples of renewable 
energy generating resources we can encourage 
student interest in alternative energy resources. 
It also provides a training opportunity for utility 
personnel, contractors, and code enforcement 
officials on the installation and safe operation of 
renewable resources.

Current Project Details:
•	� A 1.8 kilowatt Skystream Model 3.7 wind 

generator, manufactured by Southwest 
Windpower, Inc. and installed by Construction 
& Renewable Energy Systems, sited south of 
the Titan Drive entrance.

•	� At an average wind speed of 12 mph, it will 
generate about 400 kWh monthly, a value of 
approximately $350 per year. By comparison, 
the average SE residential customer uses less 
than 1,000 kWh monthly.

Selection Criteria and information:
•	� Based on safety, noise level, reliability, and 

ability to provide research data, the Skystream 
wind generator was determined to be the best 
unit available to meet all needs. 

•	� It is equipped with three 6-foot fiberglass  
reinforced composite blades installed  
on top of a 45-foot self-supporting metal 
tower. The tower and foundation were 
approved by an Oregon registered  
professional engineer. 

•	� The inverter system is compliance-certified  
from Underwriters Laboratories.

According to the National Wind Technology 
Center — part of the National Renewable  
Energy Laboratories (NREL) — the Skystream  
wind generator has the lowest noise emissions  
of any small wind turbine of its size tested at  
their site. During operation, noise from the  
generator is not discernible from the background 
wind noise. The Skystream wind generator has 
been operating at the NREL site for over two years 
with no problems.

Are there other systems in place at  
West Salem High School?
Yes. The first project, installed in 2002, was a 
photovoltaic system which provides 2.4 kilowatts 
of power. This project was a partnership between 
West Salem High School, Salem Electric, the 
Bonneville Environmental Foundation, West Coast  
Bank, and Northside Electric. h

West Salem High School 
Renewable Energy Lab

News & Information about your consumer-owned utility

After the winter storms 
and lots of rain, we 
look ahead to longer 

days in the new year of 2008, 
with many outdoor activities 
planned.  Salem Electric  
participates in many  
community programs, as you 
can see from the following list.

The Keizer Iris Parade in May 
is colorful and exciting.  Bring 
your umbrella and enjoy the 
fun, the flowers, and the  
camaraderie.  It is a special 
event you don’t want to miss!

Summer concerts in West 
Salem and North Salem  
parks are favorites in these 
communities.  Fold up your 
travel chair or blanket, bring 
your kids, friends, leashed  
dogs, and enjoy special music, 
sponsored by Salem Electric.  
The musicians are talented,  
the daylight is long, food is 
available (or bring your own)…  
these are events to look 
forward to!

Alicia Bonesteele 
Director

RECAP OF 2007
For Our Employees:
• �Spring Break visits for  

employees’ kids
• �11th Annual Employee 

Appreciation Week
• �Wellness Program
• �Wellness Barbecue

• �Fitness Awards
• �Service Awards
• �Retiree Informational Lunches
• �Pottery Night
• �Annual Picnic
• �Annual Dinner
• �Family Bowling Night
• �SE-Sponsored Softball Teams

Special Recognition & Awards:
• �SE receives another clean  

audit report.
• �SE named Business Partner of  

the Month from Salem-Keizer 
School District.

• �Terry Kelly receives the 
Lacy Peoples Marketing & 
Communications Award.

SE People:
• �Richard Spangler’s  

daughter-in-law, Natcha, 
becomes an American citizen.

• �Tim Lulay’s son, Nick, graduates 
from Navy boot camp.

• �Craig Koller, Jeff Lewis, and  
Roger Kuhlman made  
great presentations at the  
Annual Meeting.

• �Bob & Joan James welcomed 
home son, Jeff, from a Marine 
Corp tour of duty in Iraq.

• �Jay Reynolds retires after  
30 years.

• �Shawn McCloud promoted 
to Leadman, Jon Charnetzki 
promoted to Foreman and  
Rob Thorn selected to fill 
Groundman position.

• �Jenny Gerig promoted to 
Accounting Specialist; Terri 
Pickerel assumes accounts 
payable duties.

• �Don Henderson retires after  
30 years.

• �Nick Reding retires after nearly 
40 years!

For our Members  
and Community:
• �Continued scholarship program 

for SE members

• �Assisted qualified members with 
heating assistance

• �Added new 40% brighter LED 
holiday lighting options

• �Volunteered at the  
Marion/Polk Food Share

• �Informational booth at  
Home Shows

• �Installed holiday decorations and 
banners in West Salem 

• �1st annual MDA Golf 
Tournament coordinated by  
Jeff Lewis and Chris Kreick  
raises $1,200

SE helped sponsor or  
participated in several 
community activities 
including:
• �Keizer Iris Festival
• �Magic at the Mill Holiday  

Light Display
• �Salem Art Fair
• �The Salvation Army  

Family Sponsorship
• �United Way Campaign
• �Oregon Symphony in Salem 
• �The Salvation Army  

Bell Ringing
• �West Salem Little League
• �Keizer Little League
• �Keizer Safety Open House
• �West Salem Community Fair
• �Salem Fire/Police Department 

Toy Drive
• �Fundraisers at local elementary 

schools
• �Donations to high  

school graduations
• �West Salem & North  

Salem Park Summer  
Concert Series sponsor

SE Welcomes new  
employees in 2007:
• �Eric Weekly, Groundman
• �Francisco Garibay, Meter Reader
• �Tony Schacher, Engineer
• �Greg Madsen, Meter Reader h
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… Alicia BOnesteele, Director

Salem Electric line crew assisting with the assembly and installation of the wind generator.

BPA Fights to  
Keep Its Load


