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As this message goes to print, we are anxiously
waiting to learn the fate of restructuring in
Oregon. During the last legislative session, the Oregon
legislators passed a bill that would effectively open
or deregulate the electric market in our state.

As you know, through our past Information Bulletins,
the board has been very vocal in our opposition to
a deregulated electric industry because we could not
see any benefits for our residential or small business
customers. It appears more and more like we are
taking the first steps to losing the low-cost power
we enjoy in the Northwest, rather than moving
toward a market that will benefit our customers.

As we watch other states, especially California, go

through the phases of restructuring, the Salem Electric
Board is even more convinced that Oregon needs to
rethink past legislative actions before they become
a reality in October of this year. The headlines about
the problems with deregulation are becoming a daily
event. Although we, as an Oregon consumer-owned
utility, are not required to participate in deregulation

at this time, we still will be
watching the effects and
looking for potential
customer benefits.

We anticipate restructuring to
be a lively debate once again
and we urge you, as
consumers, to let your voice be heard either through
this board, or through your elected officials. Our
commitment to our members is to keep you fully
informed of all actions, whether on the state or federal
level, that could potentially affect your rates.

Once again, it was a pleasure to serve as President
of this exceptional co-op. Salem Electric is an integral
part of this community and is staffed by some of the
most talented people in the industry. We certainly
can be proud of this fine organization and its many
contributions to the Salem/Keizer area.
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-I-he year 2000 ended with your co-op in fine physical and financial
condition. The reliability of our service, measured in minutes
of outage per customer for the year, was excellent, even though it
was higher than usual due to two storms that blew through our
system. We ended the year with a healthy margin and our only
outstanding long-term debt stems from the purchase of three
substations that are delivery points for the power we purchase from
BPA. Owning them saves us enough money on BPA's delivery charges
to cover the annual debt payments. By all measurements, our basic
goals were easily met during the past year. Reliable Service, Financial
Integrity, Customer and Employee Relations and our electricity rates
remained unchanged and will continue to do so until this fall.

Next year, however, we will be looking back on a year that will be
significantly different from any in the history of Salem Electric. The
media is full of stories about the disastrous effects of California’s
failed effort to deregulate their utility industry. It has wreaked havoc
in California and it has broken the wholesale power market from
which nearly everyone in the Northwest purchases power. Market
prices have historically been about $30 per Megawatt (mW). Prices
are now typically 10 times that and have gone over $1000 per mW!
If that isn’t a big enough problem, this may be one of the driest
years on record reducing the amount of power BPA can generate on
its own. Natural gas, the most commonly used fuel in California as
well as in most new generation, has gone up in price. In addition to

raising concerns about the rate BPA will be
setting for its wholesale customers this fall,
including SE, there is also a concern about
having enough power to make it through the
summer without rolling blackouts.

Good people throughout the region in the
electric utility industry, political arenas and
in the environmental and consumer advocacy community are working
hard to find ways to avoid summer power outages and to reduce
the size of BPA's fall rate increase. Salem Electric is doing all it can
on your behalf. Staff and board members are involved in various
state and regional groups that are focusing on these issues.

Salem Electric members can also play a part in the solution to these
problems. | encourage you to contact our member services department
to discuss ways you can reduce your energy usage. Make an effort
to keep informed about these issues and make your concerns known
to your elected state and federal representatives.

In the meantime, your board and staff will continue to pursue the
goals which have served us so well over the past 60 years.

See you at the annual meeting on May 8th!

NAppre—

Robert J. Speckman
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We're not afraid

of the dark. Going underground? We'll give you a
Jon Charnetzki, Call us first. warm welcome.
serving you since 1985. Steve Gehley, Helen Findley,

serving you since 1998. serving you since 1986.

We'd like to shed
some light on security.

Nick Reding Wiedergve Surprised by
serving you ’ how much energy
since 1968. you're using?

Mount Brice,
serving you
since 1979.




Every business thinks customer service is important, but do
they really stand behind it?

Salem Electric is a cooperative and you, as a member, are a
partial owner.

Harry Read founded Salem Electric in 1938 with a goal of
providing low cost power and good customer service. That
ethic continued through the years and when Jere Overs began
his 29 years as general manager in 1967, he included good
customer relations as one of Salem Electric’s five goals.

Along with good employee relations, lowest possible rates,
financial integrity and reliable service, good customer relations
is one of our official board approved goals.

From our line crew to our credit department we try to do what
we can to make your experience with Salem Electric as pleasant
as possible.

For instance, when you call our office it is our goal to greet
you with a friendly voice by the second ring. You will never
be asked by a recording to press 1 for billing, 2 for new
connects, etc.

Another example is our system for following up on your
comments or concerns. When a customer call requires follow
up, a “Customer Contact” form is filled out. Each manager
receives a copy and an “action” copy is sent to the person
responsible for following up with the customer. Once the
contact is completed, the action copy is signed off by our
general manager. We take your comments very seriously,
whether written, given over the phone or in person.

At Salem Electric, we take the cooperative motto seriously.
We are “owned by those we serve!”




balance sheet

Assets 2000 1999
Distribution Plant In Service — Depreciated $16,472,207 $15,373,961
General Plant — Depreciated 3,517413 3,646,277
Construction Work In Progress 8,308 37,162
Cash and Temporary Investments 8,142,070 7579,007
Receivables (Net) 1,845,992 1,809,014
Materials and Supplies 563,448 499,846
Prepayments 318,596 269,006
Other Assets 154,855 198,811
Total Assets $31,022,889 $29,413,084
Liabilities & Equities

Long-Term Debt $1,263,113 $1,706,993
Accounts Payable — BPA 1,186,298 1,148,842
Other Accounts Payable 118,045 67,028
Consumer Deposits 201,710 196,071
Accrued Expenses 1,448,135 1,438,993
Other Liabilities 1,354,188 1,128,230
Member Equity 23,490,735 21,967,438
Retired Capital Credits 916,689 847012
Patronage Capital Payable 1,043,976 912,477
Total Liabilities & Equities $31,022,889 $29,413,084
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statement of income & expenses

Income 2000 1999
Residential $9,212,713 $9,206,615
General Service 10,466,928 10,261,600
Street Lighting 176,255 170,349
Miscellaneous Income 589,760 488,951
Total Income $20,445,656 $20,127515
Expenses

Cost of Power $11,036,470 $10,661,446
Operating Expenses 4,626,874 4,378,519
Depreciation and Amortization 995,470 1,894,142
Taxes 1,040,473 1,010,052
Interest Expense 124,709 113,503
Total Expenses $17823,996 $18,057662

Net Increase in Membership Equity $2,621,660 $2,069,853




revenue dollar

Where it came from...

Residential Sales $9,212,713 45%
General Service Sales 10,466,928 51%
Street Lighting 176,255 1%
Miscellaneous Income 589,760 3%

$20,445,656 100%




revenue dollar

..and how it was used

........... Purchased Power $11,036,470 54%
......... Operating Expenses 4,626,874 23%
........ Taxes 1,040,473 5%
Interest Expense 124,709 1%
Available for Plant Improvements 3,617,130 17%

$20,445,656 100%




five-year growth highlights

2000 1999 1998
Electric Plant in Service — Depreciated $19,989,620 $19,020,238 $19,547691
Max. System Peak Demand in Kilowatts 84,151 76,181 91,069
Thousands of Kilowatt-Hours Sold 419,837 419,886 398,764
Gross Revenue $20,445,656 $20,127515 $18,802,682
Increase in Member Equity $2,621,660 $2,069,853 $1,940,879
Taxes $1,040,473 $1,010,052 $953,184
Number of Accounts Billed 16,318 16,036 15,700
Number of Employees 46 47 47
Payroll Cost Per Dollar of Revenue 13¢ 13¢ 13¢

Capital Reserve Refunds $898,904 $712,960 $691,725




officers & director

1997 1996
OFFICERS
$16,720,340 $16,283,798
79,880 87526
392,604 387260
$18,464,939 $18,946,215
$2,262.974 $1,878,341 Nancy Horn Murray McCreary Curt Culver Natalie Reding
$9 17980 $893 458 President Vice-President Secretary/Treasurer Leadership Youth Representative
DIRECTORS
15,302 14,901
46 46
13¢ 12¢ 4
$275,606 $268,306 1

Jeff Anderson Alicia Bonesteele Jim Dyer John Elliott




Conservation

Throughout 2000 Salem Electric continued its tradition of conservation
services for its customers. The figures in this report represent projects
completed in customers’ homes and businesses and the estimated
annual savings.

Residential

Weatherization
The weatherization program improves the efficiency of

electrically-heated homes and also increases the comfort
and value to the home owner. Of the 166 homes weatherized, 40

ms & Services

Super Good Cents

Builders and property owners building new
electrically-heated homes or apartments receive
incentives for meeting energy-efficient standards.

Number of Residences 1
Annual Savings 2,974 kWh

Water Heater Wraps
Improving the efficiency of residential electric water heaters

continues to be a program goal.

were low-income customers.

Homes Weatherized

166

Annual Savings

467,240 kWh

Wraps Installed

33

Annual Savings

8,910 kWh

Shower Heads

The shower head replacement program saves water and
energy. This helps our customers and benefits Salem Electric
by reducing hot water demand and the energy needed for water
treatment.

Number of Customers Served 75
20,625 kWh

Annual Savings

Compact Fluorescent (CF) Lighting

CF light bulbs use approximately 75 percent less energy
and last an estimated ten times longer than comparable
incandescent bulbs.

>
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Bulbs Sold 174
Annual Savings 6,960 kWh




High Efficiency Appliances

. Rebates are paid to encourage the purchase of high efficiency
appliances.

Refrigerators 124 15,500 kWh
Dishwashers 40 4,200 kWh
Clothes Washers 58 26,680 kWh
Water Heaters 142 35,500 kWh

Heat Pumps
Customers are offered a low-interest loan or rebate to

install high efficiency heat pumps. Program participants

must have their homes weatherized prior to installing the heat pump.

Units Installed 25
62,500 kWh

Annual Savings

Commercial

5 Energy Smart Design
ﬂ Staff worked with several commercial customers in 2000.

Sometimes the customer merely wanted information about
their energy use or electric bill, but in many cases energy audits were
performed. Recommendations included efficient equipment upgrades,
operational changes, product information, estimated energy savings
and a financial analysis.

Projects Completed 9
536,264 kWh

Annual Savings

Industrial

Energy Savings Plan
Salem Electric worked with several industrial customers

to improve their facilities’ energy use, operations and
process efficiency through the Energy Savings Plan Program. There
were no completed industrial projects in 2000, but several possibilities
for 2001.

Conservation Summary
In 2000, Salem Electric members have accumulated savings of 1,267,548 kWh, enough to serve 102 homes for one year.

The commercial sector provided 42 percent of the savings and the residential sector provided 58 percent. Expenditures are highest
per kWh saved in the residential sector, but these savings last considerably longer, resulting in comparable levelized costs.
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Loan Program

Customers can secure a low-interest loan when they
participate in our weatherization or heat pump programs.

Salem Electric works with West Coast Bank to administer the loan
program and buys down the prime lending rate to five percent. We
also pay a portion of the loan fee.

Loans Granted in 2000 27
Amount Loaned $80,195

@ Heating Bill Assistance

Through the Salem Electric Member Assistance Program
(SEMAP), members who meet the income guidelines are eligible for
assistance with their electric bill.

The amount of assistance is limited to one payment per heating
season and ranges from $75 to $150, with priority given to seniors
and the disabled.

Seniors and disabled persons may apply beginning December 1. All
others may apply beginning January 2.

The program ends April 30, or when funds run out, whichever comes first.

Participants 132 193 426 751
Amount $17528 $22,873 $48,624 $89,025




Drograms & Sservices

The Environment

Wind Power
Green power, or renewable energy, is produced by renewable

resources such as solar, wind, geothermal and water.

Salem Electric buys all of its power from the Bonneville Power
Administration (BPA). Of the power generated by BPA, historically 85
percent has come from dams and other renewable resources. The
remaining 15 percent is generated by other means, including some
non-renewable sources (gas, nuclear, coal). By replacing that 15
percent with the green power from a wind project we are becoming,
at least symbolically, 100 percent renewable.

Salem Electric, through a contract with BPA, purchases 6.5 mW (enough
energy to operate 4,500 homes annually) from the Foote Creek Rim
Wind Project in Arlington, Wyoming.

Amount of Wind Power 6.5 mW

Additional Annual Cost $704,000

Salmon Habitat Improvement
Customers have the option of contributing to local salmon
habitat recovery efforts through their monthly electric bills.

The first program of its kind in the Northwest, Salem Electric saw it as
an opportunity to have an impact locally.

Participants 83
Total Donations $4,569
Community

I%‘I Salem Electric is part of the community it serves and one

of our goals is good community relations. Our employees
are actively involved in dozens of business, civic and community
organizations.

Part of being a good corporate citizen is giving back to the community.
Salem Electric contributed approximately $31,000 to more than 50
organizations in 2000 through donations and sponsorship of community
events.




MANAGEMENT STAFF

Robert J. Speckman, General Manager

Jack N. Belleque, Administrative Services Manager
Terry M. Kelly, Member Services Manager

Roger O. Kuhlman, Engineering & Operations Manager

Cindy J. Lenker, Administrative Assistant

BOARD OF DIRECTORS
Nancy Horn, President

Murray McCreary, Vice-President

Curt Culver, Secretary/Treasurer 5 ﬂ ' E m E’E[ t’_’-[

Jeff Anderson, Director SERVING KEIZER AND SALEM

Alicia Bonesteele, Director
633 Seventh Street NW  Post Office Box 5588 « Salem, Oregon 97304-0055

Jim Dyer, Director Telephone: (503) 362-3601 « Fax: (503) 371-2956
John Elliott. Director Web: www.salemelectric.com ¢ E-mail: se@salemelectric.com
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