
,-;-
A: And that's right. That's right. lief e~~~ Ahe concept was actually 

started in the Government by the Bureau of Reclamation. The Bureau of 
,,~~~ t\ 

Re~lamatio~us~non-cash transfers as a way of buying certain specific 

rights and they got that approved in the Congress. 

Q: Larry, can you give me a rundown on what your background is, where you 

went to school, how you happened, how you got to the point where you went 

to work for the Bonneville Power Administration? 

A: Well, I started out in a Bonneville family. My father was a Bonneville 

employee in my earliest recollections of substance. He started working 

for Bonneville in 1940 and I was raised in kiYlS 8£ an interesting era. I 

knew most of the Bonneville luminaries like Schultz, Dittmer and Ostrander 

as company at dinners or 

expected to kind of make 
~'-'I,L~s~ ~ 

about the~power BUsiness 

going to family gathe:r:ings where the kids werEA 
. t:'-" ~t- k . .J' 

out while the parents talked ~idy ef pod itiva 

in the Pacific Northwest so my early 

recollections are of those types of things. After my dad came back from 

the service, he took a job as the District Manager of the Lower Columbia 
/::J,p-~ 

District, here in Portland.~~ was Q~EQRtia~ assigned to being Paul 

Raver's chauffeur in hauling him around the various cities in the Lower 

Columbia District.~Q Be I can remember going on some of those trips with 

my father when he was kind of commissioned to do something on a weekend to 

haul Raver somewhere '"0 -=r:! ali 'e ..... lIlh,n L:ltltse. I also can remember going 

to meetings of the, I think it was called the Bonneville League where such 

luminaries as Congressman Pierce, former Governor Pierce of Oregon, would 



stand UP. assisting himself with a cane, and talk~ about how he had been 

the sole mover and shaker putting together the Bonneville Act.~~ early 

history was kind of that kind of Bonneville history, My dad took a ~ 

after Harry Truman was electe~ ~'th;- Manager of t?~~~~~ 'cou~'~! ~and I 

became very oriented to a +i:t::I:=i&e more direct area of public power, ~\Jken 
I went to college, I basically took the Electrical Engineering Course 

because of my father being an electrical engineer and I was interested in 

the power bus iness, end I thol:lgh~ thlit: t:hat was where I wanted be ,,'ark. 

So. I ended UP. after a stint in the service and a little bit of defense 

industry, going to work for Lewis County PUD in Chehalis, ~ashington in 

1956 or '57 and spent six and a half or so years working as a utility , 
~ t~('-'-rl.~ 

engineer. M% newis Coutlty Pttlt. I 1 IF, I thought that I got all,.) needed 

there in a couple ;tf'three years. l spent a H:Iotole lenger until I £irxally 

~eided mayhe I QQgat t9 '-10DUa QOw;Q and talk to Be.rnie GolQhammel!. l1118e,Ji9 

4 .. 1 J lu-n.~ {-n....... Sf", f>--.r M ~~ '> 
1964, actually 1963, I saw Berniekat a couple of meetings and talketl to 

him about where I could go to work in industry around Portland and he 

said, "Why don't you come down and talk to us? Our program is really 

expanding and there's a lot of interesting engineering jobs," he said. "I 

think you ought to go up and talk to Ralph Gens up in System Engineering, 

he'd really, he could probably make good use of you. If you think you're 

a planner, come on down." So, in 1964, I 1.q~J£_2_J..29... not in planning, but 

down in the Contracts Office for the Division of Power Management working 
"-.,,, -~".,-- ., .. --' . 

.... *' 

~~,2gJ_d.hamm~r, mainly because I thought that was where the action 
(Jl .A.~'" I ~f 

was. m:z:rp I got ~ a!:iv:l.ce _ Russ Richmond said, "Don I t take a job down 

there. It I s just a bunch of paper shuffling." 'inrd I mU':jt iR i;r;Jg 

c>~s 
Hrt1!'rviewed ana talked to a lot of people ana tHey said, "Well, it's kind 

of a non-engineering job. Maybe you don't really want it." And I said, __ / 



"Well, it just sounds like there's a lot of interesting things that ltd 

like to do." And so I ended up taking that job. From there, I ended up 

progressing through ~that hierarchy and became ~ead of Contracts about 

~. And because there was a lot of motion and iWH,alilee there weFe a lot 

of good people in Bonneville at that time; Harold Kropitzer, Don Harris, 

Bernie Goldhammer. And it was a very open process. ¥e~ ee~le say ~h~ I 

was bathed with an awful lot of policy very early in my career at 
~'} lS'lO'-..l'S 

Bonneville. I ended up being in on.an e~t:ul let ef eet:HMt that you 

wouldn't expect young engineers ~~-'i~l ;ed ,_ € young con~~""ct1 
...---"-,. ,~,,----,-'- .. "."-..... " ... ,,' ,---"'''--" ... ,,/ 

~. But it so happened that Harold Kropitzer moved up and was working 

very hard on Canadian Treaty Issues and they needed somebody to kind of 

fill his shoes in doing the day to day but very hard policy contracts, 
.-:- .,;~t-L..,., ~ I ~ +r....,...(' "" t C S I 0", 

~M:: d to ~hings like the ielal. l?8w&r" Issue going Q.~ ;i.ah ge'llt;ft~ 
b~ tSPA. ~ I ~"--.r ~f~ ~ ~~ tIo..ct'(~ ~ 

leQRs &Q I ended up getting to travelvwitH Don Harrxs, who was Luce's 
.l, eo '.S-(,.. • I 

number one negotiator in trying to put together the Idaho deal,~we went 
IPc:. (-"t··q:cL.l- .. ~ 

down and had some face to face meetings with Tom Roach ./!o the periad-, that 

period was very yeasty and it gave me a chance to see the region working 

together at its best and seeing it work at its worst. After all1. the 
~ po\ \~ 'l t ,...-r,.'S +ioJ t....-u.. o..-J SPA., • ,,_ 

Idaho thing was .Q np);)" h'g debs£?li. ),JTIie"Treaty. pnQ th,e putting together 
~. --- ~~~~-1 ~ ~ 

all of those contracts was a very big high point~~ I wa~ able to go-&e 
(\(,).J -J p-~(",-) 

utility executives A Lyndon Johnson's famous breakfast where we had all the 
~ S-t...AJ .J.- "- .} ..... 1 l~ kJ 

from the West Coast~~~ table congratulating each 
~""-

other ahp"t putting 

together the Intertie and the Canadian Treaty Program all at once. 



Q: Let me have you backtrack for a moment. You mentioned that when you first 

came to work in 1963-64, something like that, that there was a lot of 

contract work being done. Related to what? Related to the Intertie? 

Related to the Canadian Dams? Related to the Coordination Agreement? 

~k.J6 ---

(

' ~ . IS.-' ~~ 
A: Both. ~~ fhe Coordination Agreement, of course, was~very hot~but it 

was a concurrent negotiation~~. There was a negotiation going on 
.' a-.A ~ ~ ~,,-~ '6 d#~ 1>h-cA...... ~ I/: fs. I 

regarding the Canadian Treaty Projects" ~tting the contractual 

,as*99RHiiatli: for QQUR8'tl"eam I tghts back to the CanadiftftB 6ft 1:lte Tai'lil aty. 
~ ~ U.s ~'5~ @...J.-L""" 

"'il!"t'tlin!!e~r~e~w~asl:6 th.e Coofdi-x:at ion Agreement "-which is part and parcel to the 
~~. 

TreatY!A ilea ~e ee executed. There had to be an agreement between all the 

'-'50 ') ~ '6 k ~ ~t:> .... I.J h.c. Y\D.AtII"-'1 ~ ~ J. Au. 
operating utilities on the"Columb1a or ~u .irau' e han:! the Treaty bee6'ttse ~,flf.;. 

~e U.S. entity had to be able to say that it would act for all of the ~«J 
power interests in the United States,tW; therefoIE, thac was gantg Oli. 

And, of course, at the same time, Bernie was going to California and 

trying to put together the packages that were necessary to support the 
v1 l~~\rh~) 

economics ~ the Interti~ the Exchange Agreements and the Power Sales 

Contracts. 

Q: What were the issues that came up in that connection? I assume that the 

contract is, represents the resolution of various kinds of conflicts 

between various parties. What were some of the major issues that divided 

the various entities that were involved and how were some of those 

resolved? 



~ 
A: Well, of course, t!tJ get the :ltthl!'~i:.j --to get those contracts in place, you 

had to overcome a very parochial and probably apt feeling~he Northwest 

power users that if they executed ~ agreemen~ ~. allo~he Intertie to . 

. \ .... t. •. A~ ~. I~~f,.~ ,..£ .• "'/"/ k~ 
happen or allowed the legislation to happen, that it Has a super highway 

" to drain the major economic assets of the Northwest away; the cheap 
po-v 

power. There was a great worry that California was an endless~sink.~)bu 
..(~ 

had to solve ~ from the standpoint of whether or not the Northwest's 
I1-c. W'" S 

rights were protected~ana, ef eeMFs9s~ result~ the Northwest 
(PC. 2.~-srz-). \...~\¢- ~ I~f,d~ 

Preference Legislation~ That was~one major~issue and if srhadn't ~ 
~ 

fallen into place, we wouldn't have an Intertie and we probably wouldn't 

have had a Treaty implemented. The second thing was, how do you divide 

the rights or the benefits from the Canadian Treaty ar6Mft& ia tift~ within 

the U.S. interests and how did you assure the Canadian interests of what 

they thought they had to have out of the Treaty without encroaching too . 
Le,In\nt,...J,(I.c. ~ C:e.Q "1'-'"'-/'.("" ) 

much on ~ the benefits ~ that the United States ,Jelt it should get. 

I'!ru mat: I!u what . .. Remember, the general agreement was that 50% of the ~ <. ~ 
r«" So "" 1+-"':-, c:,.-.~ v p"!.. -4L..o..... .". 4->r ~ 

benefits~had to go to Canada and 50% of the benefits o£ apstree~ stgrage 

~Qdte 8e to the United States. But determining what that 50% ¥as, what 
V\A. c..tw-4 ~;. -I. ~ ~ __ ~~ •• , 

were the l~gical projects to b~ ~tie±pe~ed in t~~ ~litting up that 
I bL -yd """"'" ~~ vS "......J.-Ll!..J 

50% 1iliQ& makift8 tAQ ~mh"Hii baQk lie fiAe Cenadjj9D~. all had to be 

~ 
negotiated. ~ ~hose were major negotiations. Then, how do you divvy up 

the pot in the U. S. between the priv.ate or ry.o,n-,Federal projects and the 
o~I,,~h~A~ .... ·J b~.-" -6 ,( 

Federal projects as far as the ~iga~~go? And so what you ended up with 

was a very delicate, difficult negotiation where minor parties 170uld hold 

out until the very end to get the biggest piece of the pie they could .l-
11--- . ~~Ak .. .A~, JI 

get. Pacific Power and Light Company, for instance, on I.coord inat ion QQ.4 



4-- () I 

Qn rights, ~~eli~ hpld out for coordination rights for non-Columbia ~ 

connected projects in order to get a bigger share of the pie,~~at t~Qy. 

l!tf:rOQ' t eft~iLled to becat1&e they were 19iRQt;' f"'h Lid:panl::s in the Goll:l:fll8i.a 

Q: Were they successful? 

A: Yes~u. ~ prQJTjdj:ag,~ doing eleventh hour kinds of negotiations. 

Waiting until the day before the negotiation was over and come in with a 

whole set of new demands and saying, "We aren't signing unless!" They did 

that. 

Q: One of the, I guess the principal questions for my purposes, I'd like to 

get an answer to, and that was, it was patently obvious that the principal 

person, from Bonneville's point of view, in this whole period was Chuck 

Luce. He had succeeded in making himself the negotiator for the 

Department of the Interior. Now that was not necessarily simply 

representing, did not represent the total U.S. interest but he certainly 

was one of the principal negotiators for the United States, although, not 

the only one. On the other hand, you had, inside the Bonneville Power 

Administration, Bernie Goldhammer with a quite capable staff, I am told, 

but who was probably one of better thinkers that Bonneville has had 

probably comparable to Bill Dittmer in the early stages. At any rate, 
i' 

what, how did they do in that negotiation process in deciding those major 

issues? Who was doing what? What was Luce doing? What was Goldhammer 

doing? What was staff doing? 



A: Well, first of all, Luce came in with an agenda that he had basically 
d·d-.w"V" .. __ -..~ ~ 

pre,s~la'lid ~ meetingSwith BPA employees who were survivors of the Pearl 

Administration; Ralph Gens, Ev Harrington, Bernie, to some extent Harold 
J ""'_rJ"" .> \l....", <;.. 

KropitzerA s.t ~efore he came on board, he had met with Paul Raver and a 

group of Bonneville luminaries including BPA existing staff to talk about 

what his agenda should be when he came on board. And, at that time, he 
.... l'Y~ 

was aware that the Treaty had been agrees Mpen and he understood the 

benefits of transferring major amounts of power to California. He 

understood the basic benefits of developing a high voltage grid for the 

<;" 
Pacific Northwest\~ .he staff at Bonneville had not dried up during the 

Pearl era; they'd gone into having kind of staff meetini>whieft to,tere kipd 

pf e~traCllrriculaJ7 Hleetifl~, talking about what they would do if they ever 
epA--

got~back on track,a.6.S;o there was a ready-made environment for Luce to 
~-~ 

create an ~genda. +kat was Dnmper 
("" ~ t-JJ .) 

oite dsa·..siecondly;,..a group of very able 

people who)(ould execute on that agenda,ena if yo~ look at it) ~art of • 

Luce's success was he was very able to itemize what the ~enda~_ 

by listening to all the people w~~e~e _.cap~~of ad~sir:Jl . .E.h.ose issue,s, 

and then secondly, he was able to go after that agenda in a way.~.~J!:~~....»'S!~ 
------.~-----.... .-.. ..... -' ... --..........,..-".---... - .. -- ......... ~-~-.----'-.... ---.---... .. -."'-'".-*---~--~---... -~----, ... -.... 

v~ry organized and was able to delegate responsibilities to very able 
___ ._ .......... "" •• _ ...... __ , ... _ ... , ..... __ . __ .• _ ••• _ ••• ,.. .•. .-.< __ • ____ -".'-~,_ •• ~ • ~" __ ,.,, ___ ..... ,~, •. _~ • ____ ........ ' ...... h •• ,.,. __ ,,~--. __ ._. __ ._ ~,.,--- _ .......... 

people. 

Q: Yet Luce said that, I asked him, well, you know, "This was probably the 

Golden Era of the Bonneville Power Administration," and I said, ItBut it 

didn't seem like the Golden Era while you were there. 1t And he says, "No, 

it didn't seem that way at all because the first two years, lId come back 

from these negotiating sessions and I thought it was a total disaster; 

nothing was happening, nothing was moving, nothing was being 



A: 

accomplished. II And he said one of the things that happened was one of the 

fellows who worked dmvn in the motor pool kept telling him Ivhen he'd park 

his car down there and come up after one of his trips, he'd say, "Mr. 

Luce," you know, "Two years and it will begin falling together." He said, 

"Lo and behold! It did." 

Well, the Northwest Power Business didn't recognize, as it always hadn't, 

the benefits of a more centralized policy-steering apparatu~~2Jne of 

W~$ ~ 
the things that Luce didr w8& ha¥e to, 99 had te ge ~ack aD~ resurrect ~ 

b&ht9~ ability to take 

~~at took a lot of 

'TI..t.- I-t!'~"' p...:t~ C. S05 
economic advantage of what WQ were gillen up here '_ 

missionary work. After all, as you're aware from 
~. /'(. ~ •. o 'It .. ( 

other interviews, the Eisenhower era had created a major recession,.in u ".,/ • .,J, l--
""l\- f.d.,,"~ no, '\ \-{ "-~~ ." /A.I Ii S 1 

Bonneville. 
-h::> 

In fact, for a while it looked like ;l~ weF9 going to try 

'1IJ-ane jn~t do away with the organization. 115 wasn't possibleJbut it's kind 

of one of those theoretical battles that goes on once in a while," ;e 

t~~s~e~n·~~-t~ 

p:.eass SIi'; SiVe 1:6 an~aQ to tbe )ilegp] e who i!m~8!Y !!kie;:h=~ 91... '. . ...... "1 -tv 
-~ ElfteWeL was, tltgy i "" .......... 't dfr=~_ The organization survived,.........~ ~~ 

.0 x 11_"" A It-.iw..¥vo ! < I-r r-I t.v-
actHally, in many 'fifiiy, strengthened .l_' The". certainly created the 

I$Q.-'\ ,-\/i-V • ( 1<. t 
feeling among people that the organjzatjpQ wasn ,t going to die, that it W~~ ~ 

haEl :!J61Bg lQag term beneficial part of the Northwest ,asd. taat mil.!! a velY 

major turning point. So then, 

lot of economic advantages that 

middle of it, tag miaEllQ of the 

there were a let; e£ latent advantages" a 
~o. , 0. t...t.c... 

were ehHrnabl:~ if you had somebody in the 
f-~pl- ~ 

Northwest Power Business that would~take 

advantage of those economic opportunities and convince the constituency, 

the utilities, both the private and the publics, that there was something 

to go after and Chuck Luce did that. 



Q: On of the things I was trying to get, Larry, was an interpretation, YOUR 

'-, interpretation of what Bernie Goldhammer's role was in this very 

significant period, the whole upstream storage/lntertie period of 

Bonneville history. Was he a major intellectual contributor or some other 

definition? 

A: Well, I think Bernie was intellectual continuity between many related 

policy issues. He was an integrator, an intellectual integrator of the 
----------~--~--------------- . 

policy of what Bonneville should be in the Pacific ~~rt~~~ Bernie wa~ 

a thinker. - Bernie thought about the way things linked together and a man _._.-......... ---,--"'----'''''- . .. 
like Luce, who would come in without that kind of linkage, needed a Bernie 

-------,~---.----

and Bernie WAS Bonneville. Bernie was the centroid of the policy of 

Bonneville all th.e .:tim,e.,.,..t~as-be.r.a._and .. ,Cel:tain.ly .. ~lL.!.he ;t;~~~~ 
J> ~~. 

Russ Richmond and Don Hodel haQ aim .. He was the centroid of whatJ20licies 
...- --...-__ .. OM'" __ .... ~~~"' ___ ~ .. • ... V'W'I _w ..... _ ........ ,._,.~ _____ .... _.!_ ... -..... _,... . ..., ____ ... __ , --... __ , __ , ......... 

should be linked and what was pragmatically possible. V~ ~was a_ye~y 
_____ ~'i'-...,~ .. --.¢ ... ,~:. .... "'~""'~ ....... "._-" .... ' .... ' ..... _nw.'.._ •••• _.~-_, ~._I ._ •• ---......,.e'_". __ •.• "_'~ _.", ".~ .. ~_~ ..... --... .-,~.~---,,- '. • .".... • .no;_--- ~ " 

down-to-earth~r::t=_1._~~.<:~~a.~.! the b:t:"~&.~test man I've ever worked for . 
...---~--"..,.......',..---~~.~ -

Q: In 1974, the Congress approved the Federal Columbia River Transmission 

System Act, April of 1974. Do you have any background? Were you involved 

in that issue in any way with Power Management? 

A: Yes and let me take you back a little bit to say that when we started the 

Hydrothermal Power Program, I was a staff~rson assigned to do BFwlrole 
t~ 

bYRQh~f drafting of contracts related to policies and ideas which I 
~ /1-.. f- (Jd Iv 
saen't help formulate. Bernie put together a lot of those ideas and there 

was some precedent from things that they'd done beforel~ut essentially, 

when Hyrdothermal Power Program came on, I'd been working on'many, many 



~ ~e'-P~~ __ ... _~--- t,f)t>-"{iL~ 
issues with Bernie in terms of· how do you turn ideas~into~cts ~ 

I've gotten a lot of drafting experience working with Ken ~aseburg, 

working with Bob Ratcliffe, working with a whole bunch of people. Don 
~ "",'S ~Cl(,,; 'f ,. SS I sJ.~ ) 

Harris~ of Ge~r~, {v~O I tll~ wa,vby reF the best of all the engineering 
..... -0 "f'''\"-f,,...... ) 

intellects that we had. But~ft deiR8 a1, of t1l8t;zjp doiR8 all a' tlla~ 
~ r >JIo ~ L ~ UP-", 1-r,.eA, 
~we ~~gon1 through a whole bunch of extra hoops because Bonneville lacked 

J'f';cJ-~ 
requisite authority to do certain things~~J[t was very obvious we had to 

ct...s,~",JJ 
get Bonneville statutorily aeeigR~ to more important functions in the 

Northwest. After all, Bonneville even been desi 

all the Federal powef in th~regio~.~:~~:===~~~~ 

Admi~!s.~~~~~ never o,C:Zd ~V:e~ we ~.~t~:r!~~.J?2~~-1l.L ' 

legislation...-f,Hst of·"ttH, yfiJQ aM to articulate BonneY!11~~r9~ . ..A:;i.. 
..---------~---------.. ---.---~-'-..-......... ,.. ....... ~--~''''¥'---. .-.~''' 

being transmitter of both Federal and non-Federal power better.' And .-.. ..,.... ...... .---..-.~ ..... 

very major issues and ~ were issues you could get.people to agree to. 

Q: Why was it necessary to have self-financing? What was the problem . . . ? 

A: 
&.M ltS ~~",-<;(:,,~ ,,~j ~~'~"!. 

Bonneville ~ a creature of~appropriations~and it was ~ subject to fits 

and starts, whether~as a Republican Administration or a Democratic 

Administration. 'Je all know that~p~i1tions kind of come and go 
f\ 



~~ .. 
depending on the fiscal ~ of the Governmentt~ ~f the Government is 

hard pressed to raise revenues to cover its programs, if you're in an 

appropriated program( which is a litUe Al9J;Q obs C)1re tlJall defeJ;Jse or=-

.aJ:l thOSe o'EitsJ? little pieces There was an admission by the private 

time, was the legislation that was proposed enough? Should Bonneville be 

given something more than the transmission role and the preservation of 

Net Billing? And the answer, in Ii ~1::d quarters, was, "We shou}~?"J~~~ 
e ...... ~.Il.. ~'f),...;.. .. ~ 
is a lot more", We should giv~.1!_§.9J1!~_pl~JIDjJJ1L>':J;\WlbilitY4c_ .. ..w.e, . .l!'ih_op.lg 
-------------.-~-- . ~ 

give it the abil to at _~~~~!.~'!l~.e..t; __ t:P.~.l'OB:,c!~ . .E~~-~,I!l~p Il"!!Rl;q 



entities ~believing they could do ~ better by themselves, thank you . ... . -~---.-~~~---------'- .. "'~.-."-""'--~-"----

So, in '74, the decision was to go for a piece of remedial legislation at 

the minimum end. I went in and asked Bernie Goldhammer, I said, "Bernie, 

it just seems to me, while we're doing this, we ought to at least 

straighten out Net Billing. We ought to go in and at least allow We. • ______ ~ 

Bonneville to buy power in the Net Billing sense and give Bonneville the 
~-"""-""~---",""-----'-, ~'-....-...-~ -~-----~-

po~ 

role of buying iJu~ oMtphn I1ppli sue directly from an agency l_~_m.§.§. _ _ .... ~ ~ ..... _ ........... -. '-,. _ ~"H~.""" __ '_" __ .. _._,.-_~"" ____ "._''' ... _~_~ __ ____ 

without going through N.~t~,BilU.ng~:~"_t;Jl.d. Bernie.....sai~n:-~·his-business.,<> 

~_e take thing at a v~?;~e.E-by-ste2..A'2!~-=..:.._He s.ai~t "That I.~l happ~!!..!..:::<1 
w-<- lo~.d~ 

it'll happen the next time~ It won t happen this time. There's no 
- --·'"--~~::.:;-;rl r"' cJ p~~ 

,question th~Oing to n~~d~egi~~ation~~ter and we'll get that 

\Ji'1tep-by-step~aB:Q PQQple \.'111 .. tart reCQgDjzjn~ that role;r" But he said, 

"You're not going to get that the first crack out of the box." 
"'---~~""--'-'-"--"----"-"""-"""~-'~-""'--'------'-''''~-~---, 

generic 
J'" ," 

~>~legislation to deal with Bonneville's problems: 

Q: What was the origin of Net Billing? 

A: The origin of Net Billing, well, I think we were talking earlier, ! .t~ink 
v.I I "' 0 1 ~ <t-[u:.-' 

the origin of Net Billing~s a crutch carne out of some ~ureau transactions. 

r~ . J. v5e,. 
~~or Bonneville, the origin~came when Bonneville was unable to prove 

~ PI\- £-v.. ~ f-r.,;n} 't.1 
that~lines to co-ops were feasible . 

.ph;y:~jc ly strong liRe end it.~a.:>&S'.jt"[g.~QJ~l .. f)':11I1: .. tjY.<::'C??!E~.t!.;gl~. Thef'-
--.-.-.~ ... , .. ~ c.....-v..J.l..f.-e.·f'v.../" 
co-ops were used to running ~fti.!8 on little thin narrow poles and getting 

service to the customer at the lowest possible cost beca!lse that was the 



only thing that the customer could afford to pay for in terms of rates. 

So, when BonIl~y~lle .~.t~rted looking at serving those kind of 'thin .SY!';tems. 

with its standard transmission lines, they were very much too expensive . . . 'e"~'" . 
absorb in terms of a "feasibility test.,J:'fta"lo IlaHfte,Hle for the co-ops to 

.~ ..... ~ .. -~-' . -----_ .. --. 

would run to say whatluu tbQY ~o,JQuld bu; ld liaes and. ~Jt."q~~.~J:..:h()_Q.'1ils ... 
could they get that same service by 

In many cases. the cost of the line was equal to the revenue of the lill.~. 
___ .;..,._'-_.:....,_-.. -"""----.... ~ .. -~,.-""-••• _~.~_._. ,_. < "--,"- y "_.,,,. __ .~,~ ~,_, __ ._, .... , •• _ ,_. _____ .,_~-~-,_~M.'. ,. . _ 

Interesting. And i.e. Bonneville's power sales over that line were not 

greater than the cost of constructing that facility and paying the 
~ . ..,.A\'~j 
ae¥e~tisQe debt and the O&M on it. 

Q: So it was zero? 

A: Yes, s~._:ssN:r.:!~~.?:.~~!~.,-~~:meville was givin~ .the power away to achieve a 

result; getting power to those folks out there that can use it and on the 

prospect that ultimately they would grow jnto legitimate customers who 
........ , ...... ".,--,- ..... '. 

I>~ ~ 
would pay theirf\way:.~..1J; happened over and over again 'that it was really 

~. __ -""'" """_~~o-_. 'ow 

~. ~tance you built the line and got the power there, ~ what 

happened was that then the farms then became more prosperous and they~ 

other people decided that it was better 

really was a success story ..... ~Ihat was 

result. 

to irrigate their acreage. BIIlIoCi- lt 
. ()S~ 'f .. ~.111111,. ~ /?#tr: E-P4-

the first 8£U and it was a good 



Q: Was that . . . one region, one part of the region than the other? 

A: It only, it really only happened in Eastern Oregon and Washington, 

although I think there might have been one or two lines in 

Oregon. Remember, the PUD movement was~mpasSing,~hat 

Western 

PvP$ 
.. , in the 

State of Washington, where PUDs were formed, ~y took over a whole county, 
..-.- P.J()S 

Rod SQ thet got the center of the load as well as the outside of the load 

people and ~ they were trying to serve less than say, two or three 
(.,J(~S 

customers a mile.~eir load centers were diverse, ~ were scattered ~ 

~and the line losses and the voltage regulation was so terrible that 
~,.. t-U.4 ........ ,}.IJI( \J Qi+L f • t 

the only way you could serve them Rlas by building SQRle kind of a 

transmission system or a sub-transmission system that held the voltage up 

and allowed the delivery of the power. ~o,the natural places that 

this kind of scheme worked was where the co-op movement rather than the 

PUD movement was in effect, where the density was so skinny. 

Q: How did that notion of Net Billing as applied to transmission and 

distribution really come to be applied to the financing of generation? 

A: Well, then we get to the Hanford situation. Federal Government wanted, or 

. ~.t '\;.it J f' I:> \ {" ,+ ,u.;J....-..,. 
at least the Administration wanted to build as a Federal~generation 

~ td-
center. ~Jackson was very supportive of building the generation ~ the 

~~ 
HanfordAProduction Reactor as a demonstration Federal project as to the 

benefit~ 0 1 the Nuclear Program. 
~. hl~..ry'l'\. k ...... · 

And, of course, after several tries, 

~ there was no chance that there would be Federal development at Hanford. 



So the next question is, that 

time, the Washington Public Power Supply System and Owen Hurd were 

essentially kind of floundering around looking for something that they 
a~ Pr .,~.e~t tl...c.- 'Tr. \ c..., ",-, .. r 

could be behind\~ Hanford, because Owen was located in Hiclzla.u! and 

"1\........... 
because the politics in Rieslaftd were such that there would be a lot of 

W~ 1 e ... ~;" $ .. /4 -1-" W f~~ , 
support for public development of a generating prOject~de the proposal 

IN fPc:; ~ o-v""AA -~ Lk...-.l::::J 
to Bonneville and to others that ~ make a run at mallb\§ 1os&t an 

$pn-v<ef j 
all-publicNProject,e" &8. ~t that point, a concept for billing and 

integrating those public agency customers of Bonneville's into a project 
WI S yrofoc.4::} " ~ 

like Hanford, Sad to CQ~e ti~ ene, of teaMs., ihe concept of offsetting 

revenues ,~t~ :~~~~iltl tls!'8t!,gh the translbission ij:n:J;Je was at least one 

of several ways you might do it. Bonneville Purchase was another way. 
" \.: -k.. 1k- flc,J ,.~ t- tz-.<. /; 

Bonneville. didn:':" hav:" ~~e . authori tYh:o;.E~Jha~s.~~~.~ :w~s economic::_~~ 
I'i ~tJ .... 1t I $c.l<tuz<.. ~~ rt:=:~r; .~ft'l ~ ~.;rrr;:/:::::;;:r-J...e~ 
'j :ed; pfobi1b!y !!!2!!a IX; s'411,t'J~~~iPi!l!f. ;eotddn! t :sda;=4.4Ae~'~.~'_"~'M.'_".-
~ 1;I0Io'- vJ-s ~ '"i>t"e~'A,c·,. C 

basis of ]QUtU~llj,lle I S,~.::::u:ei!Ll:lQ::mL_J;t\l.1.hQ:rity~!t"pt:tl,e~!!:!.e ~o Net Billing 
{~ f,,,"~k $(..1',"':",/ ~ ~,~ ,. --.- . .- "'.- -

£.ecame !. way A~ e~~~ .. ~l!~~~~s~._'!~!5?,I~L;>~.!E..?~,~asis of a conc:~~~ ~~~~ 

would l?o~y~~. aAE~:t:£ha_~~. It Wl!~ ~0~~2.",~.z;,. F.h~.~~~.~.~:>_.~!._::~..?~~ic_., .. 

t;.x;hange l.j . ~.",_,that.,,,Bonnev.i U~".coui .. d,'~~xchange-e. .. ·-&ifDi.J.BL~am9'!:!H!- 0 fp?wer to 

.t!:e a~0.~t~2i .J?~~~er_.!!:~.! ~~.nfo~ci .. "~~~.~~ .. P'!<?q~<:-~,.F.!:t:l1 .. ~h~"J)1J..~l ~c ... <::~.~ !-5~~~rs: 

TakQ that iftte a ~,stQm aDd tbar~ wQuld pe an economic exch~8~ with t~ 
t l...c. -\vb-~ ",9 .'-;..~ ~ (3; f4 

F~Qerai system. ~~u.1Q.llQ:t.JQs..e .. moneypormak.e .. moneY.~:Qt. U .. wo:uld be an 

exchange whereby you could get Bonneville's revenue stream to support the 

bonds that woul4J?~ sold to, for. j:.o.egenera:tion. 
----,~ 

Q: Some years after . . . . 

THIRD PARTY: Well, it reflects itself in the Regional Power Act. 



\/~ 
A: Ymm, ilia _ilsen the Regional Power Act goes much further.:Cut the exchang~ 

",sJ~f- [l",._;J "e.~({'l I-oSJ""'~ ,-v;fk. IvJs 
principalA!l,!~_bee!L.!le~JJm..~:ti'~hf$2!'!M;: contf!!£-j;,~L_E:i."~B5?_?-~~y'i}_~~I\~_7_:!:!~~. 

f......, 
&arg 9f.-the wJ:lg"~.lj,J),g __ t~.Qw:.~J,: from the mid-Columbia .Qrqj~~t~ .. J"~!!:. the 

~ !!;!~~~J£~Joa,d~G~Dj;_~J~~~\J::'-:;~:~~:~:~"'~. ~~_~h~~~~ .. 
e,OA-s L .. " ....... '1A--r~ Jo-.)bh::.l ,~ ...... ;fi::_.'h1 P.D~<e.../ 
~. • 1 D.C 0."'0 ¥~;:t:" _.B_~e~ille, .... l d,t: -'= an~."!!.':A!'?!..!!.nYJriv.'!!~ .. 
U;flity 91$0;; .~~y~~~ et ]}~I}ne.Yi~~,i!s!}E.8~.t.!q~~~_~,~,,~<:~_ 

that was capable of doing that fro~ .. .!h~LJ!!i~:'c.p..l.mnbia,..area.- .. -,~...cQul4n.:_! 
-----'--'.-~~---"'------ ••• -~-.---------~ ~'i 

sign a contract that would have~e8ftiQS ~ those utiliti~ ... ?~~ure them 
I~ ;;;v:: rl. ();::;:::::;: - ~ ~--

t!te t..deliveryf:. witho_~~~.~;i~kle.""'" \the. wrinkle".was iiftfil5 !~ftfte·.:iH.e 

eatonuil ifl:~e wkat they ee:llea "Exchange Wheeling Contracts ". ~ Bob 
..... ~ .. ..., .... ~,--..""'..,-~"---.~--~-" .. ",..--------.. --~ .. ---""'.-,..~ 

Ratcliffe wrote a major opinion regarding Bonneville's right to exchange 
~ ~ I....., _-f.e-..- t..-.l- { II'-J-

power with those utilities~anti validate some kind of a payment for 
fr.~"~..r ~ '-,.-~ 

transmission"on t~~ exc~ange basis,. ....... i¢, was an uneq~a.:.~_~~n~~..:::::~ 
(.>L.(..A +.. pP,«t- ~ 

::ad to be m~ne~~ m~~, th~ ~xchange w~rk I ~ "n.! it;hen B<?nn~y'g l<c;:,.~~_ 

then k~ft8 gf 8ft~~'p~~9I!,fia.!.~ funds for transmission li~<<:~_,"w.h.:!.<?~",~~~.~ _ __ '" __ ~- - """'=-........ ''''''''....-'''' .... ___ ..".~ ... ~ •. -=" ____ ...,.-... _ •. ..., ......... _~w .. __ .'"''''_ .. _·._ ... , ... ,,.._ - . " 

integrated and so, in my view, if there was a coalescing of those ideas 

came with Bernie. Bernie was the ultimate integrater, both in terms of 

crunching numbers and in terms of crunching ideas and so he put those 

things together and made that proposal, I'm sure, and that ended up being 

the basis for the legislative approach. 



Q: It may have had something that preceded it, but in 1965, David Black 

announces the Hydrothermal Power Program and the notion that all the 

utilities ought to get together in a Joint Power Planning Coun~il and the 

Hydrothermal Power Program is officially born. 

A: Yes. 

Q: How are those sets of ideas, which you just discussed, related to that 

planning process set in motion by Black? 

T.IIIR» PAR'!'¥'. Don't answer this. 

END OF S IDE ONE 

yon sa j d sElmetdting l:tke "Lay it on me right now .. " _JUC:s::as;s:; !l¥lfu1;:ue.".... 

THIRD PARTY: Ask the question, tilt is to relate to those previous ideas to 

the Hydrothermal Program." 

A: Well, I would relate Hyrdothermal to Chuck Luce. I don't think it really 

originated with David Black. I think David Black was the first
h Jt. tk4.\.~ ~ [<1'('11..-0 ........ 

Administrator who officially announced the idea~§ut i would say that ~ 
~ Lu-xl-lv ~t pr.~~ ~~ I-r......... u IL 

~~huck Luce/B~rnie Goldhammer thoughtfulness about the future.a.A flOw do 

we go about pushing along and keeping the region working as a region and 
\-4...., J..o ~ 

Bonneville meeting the requirements of its customers,aae allow~ 
\'O' .. ~ . 

Bonneville to continue to meet the growth of large industrial electric 
t-.. 



H ("I 
process loads~saa~o, at the point that David Black announces the idea of 

Hydrothermal, there'd been a lot of malice of forethought. Russ Richmond 

was on board~t period and there'd been a lot of brain trusting about 

what Bonneville's next stop was going to be in terms of staying in front 

of the regional utility business and so . . 

Q: Well, there were some, you know, big things going on. You'd had kind of a 

watershed in the sense of, I think, around 1974, high mountain sheep had 

gone through ten years of iterations and then ... went down the toilet. 

A: You bet. 

Q: And there seems to be a general feeling, on the part of the publics, that 

we were letting the Hydro Development go too soon, as represented by Owen 

Hurd and statements of his. And, on the other hand, the environmentalists 

were taking the position that, "Gee whiz, we've got to get into this 

nuclear thing. It's going to be too cheap to meter and besides, you'll 

stop screwing up our canyons and rivers and things." How do you recall 

that? 

A: Well, I think there was a feeling, in this era, that the nuclear plant was 

the future, that the power business was going to be amazingly changed by 

the advent of large scale nuclear plants. GE had announced their TVA 

projects. The cost of power out of those was estimated to be 3 to 3 lL2 c...... '" a - _ .. "'- - .... -- ..........,.---.--.' 

mills and high mountain sheep wasn't c2min.&.J D . fo~ .l.....:tJJ-un . ..!!.!lli_ al!.<L~_ -------------- ... -~--~~ .. --
there was a great deal of optimism about the alternatives. In fact, there 

were some people talking about turning the dams on the Columbia into 



great concrete monuments with big holes in them blown because there wasn't 

any point in tying down the river, that it was valuable for other things 

and you could control it in a different way. So. there's a great deal of 

optimism in that period about large scale development. The pendulum had 

swung from small projects to very. very large projects in terms of the 

that people believed were 

planning and the scale~~e economies of scale 
(~ lIoVc.!L...r) C' 

there~were immense,~;6o, sure, the obvious 

electric power industry's 

thing then came to try and gear up to this new great economic bonanza that 

was facing the power industry~~~ made it harder and harder to justify -
those projects on the Snake River where there was a lot of debate abou 

the damages to fish runs. ~I can remember Senator Packwood making 

announcements about he was withdrawing his support or was not going to 

support, I guess he never really supported the high mountain sheep or 

Hells Canyon, any of that development on the Snake and he basically said, 

"r'm withdrawing any support for that concept on the ground that we can 

build Nukes a lot cheaper and they are less environmentally harmful. So 

there was a natural drag right then and then the Corps of Engineers, with 

some Bonneville input, had been drafting up ideas about integrating 

thermal into the hydro system and how you would use the Columbia for 

peaking.~ere'd been a good deal of ongoing study of how you would 

operate the Columbia River as ~ peaking support for thermal generation~~ 

Jl Jot af khrd of liahbrained schemes tot: Pl1sltiRs,..Qne of the schemes I can 

remember is that they were going to fence the whole reservoir of below 

Grand Coulee Dam because they were going to put in these tremendou~ 
w ~ w .. J) 'J ~ <~. f( t.""'~ 1M c.,,<-.J ,~, ("'1 ' . ~ (:.1' rt-.f'Jl. I . 

"tlftod1the theory \\las that there was no way that you could use the i79S9lVVg,;,a; 'I 
~ I.I( , .. J ;/ ~ rl. k ~S wu', (' 

safely fer public pe:r1;iei/f!at.ion !jOO the tbeoqt uas 'Eft.EI:6 j"ev. gQ:uld go i.a, 

~ey thought they'd have twenty foot waves going down that reservoi~~ 



so the theory was that, "By golly, we'll just have to fence the public 

off to protect them from the danger. II _ A. lot of that kind of thinking 

was going on trying to figure out what different kinds of operations would 

mean to the Columbia. 

Q: Do you have any, either a participant in or know how Net Billing 

A: 

specifically came to be moved from the Hanford Project to the initial 

plants of the Hydrothermal Power Program? Who linked those two ideas? 

Bonneville agreed that it would deliver II ,_ J 
v.1~ ~ J , 

Bonneville power to those utilities who exchan ed their Hanford out ut~ ~ 
~ "'--<» p~ ""-'tJ-.5 ~ v 

J30nneville would deliver Eower *1 !1:; ~t!-:!!!! b!l-s.Jd on BPA 1 s t~_ b --" 
IJ\ ~ ~ """'''' ..... 1 G..:>'I.~ '6 ~ p~ \ 

existing rates, whatever they would be,b., And tha:t..-WA§.. th~.ExcaaMe ,_ " ... 
Guarantee that Bonneville entered into. Without that guar~~eel there _ 

~. -
w~uldn f t have been a \~ ,'::ond so~_ theW~shin&ton Public Row,er SUPEll , ....... 
System other than, perhaps, that backed up by the private utilities~ But ______ --------~*" ~ ,. __ « ....... _..... '" * .. I I!!! ;d 11¢ .. ".J • __ -

the private utilities were so~~~~tical of the value of Hanford, that they 
... _~~--•• -""'- ",.----- .. .------... -->"V;.._ ... ~._...,.!ll"i.l.IQO> ___ "'_. _ .. ~_ .. ~ _. __ . 

Guarantee, too. So the guarantee that Bonneville made was both to the 
.. _ _ ~~_",,"'_ .... ;.,"';,"" .... _;;;}_""~ ""~.., .. , .. »lo:.-""lt'-lI'_ ..... ~_"""1i>~..,....r..,..,...._.! ... _~.;t..N; ... --.... ~ .... -r.~' .. _-~ .... ,.-. ~~~U'-:. . ..;:l'_ ...... -' ... (J:-..:,_\ ,"-;._-c-~,"·u, .. -_~.,-~~i4;,!;;,.."·,Q--.~~ __ 

Q: And yet, Larry, is it not true that within a few years ... was gained as 

to how the whole arrangement operated? That the public utilities began to 

hold the view that rather than an even break, an even split of the 



benefits from the Hanford project, instead, the private utilities were 

getting far more because of the formula that was being used? Are you 

familiar with that? 

A: Oh, I'm familiar with the feelings of Bob McKinney has had, particularly. 

I know Bob has always felt like the public agencies always were, took last 

at the table whenever Bonneville made a deal with the privates. There is 

no question that Hanford represented an economic bonanza to the utility 

system of the Northwest.~Since the publics were essentially already 

guaranteed that bonanza by their participation in Federal power, if you 
(l!"sSe...-~ 

expanded the people at the table and there was any~ tfte i iR ~Re way 

~t Hanford BperetQd, obviously, somebody was going to eat a little less 

~ ~ ~ .... "',~ r 
or pay a little more for what they were eating,~the answer is that ~ 

didn't need the guarantee as bad as the privates did and the power that 

came onto the system, as it came on, ended up costing a little bit more. 

~Jbu could say that if they'd retained the status quo, the equity in 

the Federal system might have been worth more but again, that's a pretty 
~ I"h"'''' 1+,,____.. 

narrow parochial view from a very small taker,a.& ~ doesn't answer the 

question about the disparity in rates between the utilities that would 

have obviously forced more development of public agencies to compete. I 

just think it's a fO--!.,,/ argument. 

Q: One of the criticisms that was made, basically not be people in the 

Northwest but a couple of writers, whose names escape me right now, after 

it was evident that the Hydrothermal Program had been a great disaster for 

a lot of reasons, the contention was that the fundamental error was that 

public control is vested in public representatives. The public 



representatives don't particularly like to have that kind of 

responsibility. Kind of like get the benefits of big project in, you 

know, a public sense, but they do not like responsibility for large 

appropriations and all of these plans cost large amounts of money and that 

the financial arrangements that were made, relative to the Hydrothermal 

Program, were really just massive expenditures of public monies off 

budget, not responsible to the public through the appropriations process 

and duely elected representatives. Was there any kind of discussion of 

that at the point that Net Billing, as a concept, was being applied to the 

Hydrothermal Power Program? 

A: Of course. The fear was that it was a very cumbersome and difficult 

process that it was difficult to get public entity representatives, 

whether they were technical or whether they were political 

representatives, to understand the depth of the commitments to, and there 

was a question of whether 

was adequate to keep some 

or not Bonneville's process with the Congress 
~v ..... ~ 

grounding on the process. ~great deal of 

turmoil. The question became more pragmatic than it was theoretical 

though, Gene. ~e possibility _t?~t you could change the law enough to~~ 
say create a CVA, a Columbia Valley Authority, was over. That question 

was ~nded ~ tit;' 'ti:;"7h;' K~~~d;~-~~~;~~-~~;~ti~~-:=: ~~-~:':-~:~n I; 
. ~'---"-'---'~('l: .. ;;l::t;\ .. ,;-~,~----" .. -,_u.-,~,~- .. ,-,--",,-.-"-~."-.' .. ----.----'-'.-.--'""" 

anybody advocating a CVA. ~ was, enjoy the diversity of ownership in the 
____ ._ .. ____ ~""_'ll'l"'Y~"~"""""t::~~~ >'::'!"- "-,._''''» __ ''''''' ,..,. ~' .. ~,. A_,'~"'_" ,. ... ,'.,~ .......... ' > """.,_.~ '.~"'_.-.... ....... ~_ .. ", ___ ,., __ "",:r.~.","._~'W"· -,,,,--,~~-~> --.. --.~~,-"",.,.-. ..., 

electrical system, make the best of it as you can and make the best 
______ • ....,_~~ .. ~' .... -"..~ .. "".y......_."' __ ... _u'*."" .. -.'..,,, ... o:_ ••• "'~t',,,.-.~n_-'·'_'_ ' __ .'''.''''''''_'_'-'"'''_~''' __ ~V-'''''V_~._'''''W:-~~.'' "_';''-''_'~_~''''_'' __ ,_''''''.~" __ C~''_,,~ 

c.--
economic use of the cash register. Bonneville' s_,.:,,:':i?t~, ~~~~ )"I:),':_:~ ~~.~~r 

eXis'~~ng M~:~~J-~~~~:~~:~~:~;'-~~:~'~~:~:~~~~-,~~:1oa ~aat aae liltililatel;'~~ 
~~~~;;~':!~;;-;;~;;~'~~~~::tJ~~r~~~~~·:.~~~:~:~~b~~~J~~'M .. 

didn't solve the political question; the question of whether or not the 
,~".~.-,~-"",.,-, ~' .•... ~.~.-.• .,... 

people who were actually benefiting or signing up 011 ~1:J.~C:QAt.:r:C!Gt~_.;:~e.Uy. 
~~~"""~-h:'-"""""-"""'~":'; ,-"'· .... "":J.:\"' .. .t'".-" .. ;~"'4"'i'- :-"",:"",_:.~4'_' •• "'!-."".""" :~ •• ' •• _;:,./ ..... _,\'''''_-.-:--•• ~ ',.7',-; ~;'.---- '"--:--~ 



knew what they were gQtt~, J1he answer was 1 ;":;;:1 few under~,tood iL, • . -= * . 

There were a few intellectually capable public agency management or ~ 

~ pr'1~ 
politically elected folks that un~ersto~d~but very few of them really, 

\.1 ~t MV1~\"II~"'~ ~\f- J 
When you count the ~ unwashed" ~ didn't understand~ 'ihether it was 

w.-r\...~. ~ 
Net Billing or Hanford or even ...... ree 'that Qxtpli'h, when we were QQJ..ag t'he 

J11.:N" h 
legislative ~~e truth is that the public agencies, particularly 

co-ops and public entities, have a great grass roots or understanding of 

the business when it comes to delivery and the sensitivities regarding 

price at the grass roots. They don't have a very good understanding of 

major projects, nor should they. It's'a, you can't ask people to take one 

one-thousandths of the decision and make a good decision collectively. 

The whole unit has to be looked at and there was a great deal of fear 

right down the line that somehow or another, the scheme had to run better 

through some kind of collective leadership. When Russ Richmond put -
together the Joint Power Planning Council, it was, an ~,!~.!.':l.£L.l2....&~J:.",!,h,~_ 

.1 .11 a;;4"" .. ·_OIlOV ....... ~ 

intellectual community of the. PQwe.J:.-indus:tL:V; ... :if 1;bet:.e.:w:ali ,u;u~.~e 

s .. omething more and th,e~~_~!!,,,,~~!::~~!!~,<::~~~!>,~j.~':E!~X:_.~¥...2.!_!~~ .. ,'£l!!-Y~.F'? 

really. But the attempt was there and JPPC was the attempt. Russ 

Richmond thought he had the collective agreement of the private utilities 

and the publics, that before they would announce going ahead with various 

projects, that they would come to the group and talk about their plans and 

hold off any announcements until some kind of regional participation was 
"""- <;. ·k. ___ J ~ ,n-X c;..o'O" J I ~. "'"'\.$'\'" \.!' r • h 0..,,' h.." ~ 

arranged,'" people would go ahead and, of course, what Harold ~te~li~g 

you is exactly correct. Pacific Power and Light Company and Washington 



Water Power Company bought up the coal fields up around Centralia. I was 

working for the PUD when they were doing that. They had that investment 

so, naturally, before anybody coulp talk about this great community of 

interest, Pacific Power and Light Company announced the Centralia Project 

as a project and they said, "We want some 

talking to Grays 

participation. We've been 
f'vO:s 

Snohomish and Tacoma 
'" 

Seattle and a bunch of other people about being participants in the 

and 

And they hadn't even talked to Bonneville and, of course, the 

economics were very dependent on Bonneville for those public agencies. 

They wouldn't pay more for the project output than what, the Bonneville 

rate because they'd get into trouble with the rate payers.~o they had to 
-h> . ~~ 

come back to Bonneville ~ figure out a scheme.~~f course, all ~ 

~ other things were going on; .Bernie's promise to CVP in terms of getting 
Q.... Y->.,f''1 ~\-..-.c. ()v-c..r iN~ 

them power ",to meet their customers' "loads ~ of-. the Intertie,. ki:ae. 0+-
~{- 1lv ",~ ~ • IL~ 

fortunately came along EWJl....Bernie, being the whiz that he was, made 1iQat;.. 
~~~ ~. 

~I into a win for the region rather than an indiyidy~l RiP' d,eam of a,~hole,_ 

bunch of individual utilities. Bernie took Centralia to 

Seattle, Tacoma, Grays Harbor, Cowlitz and whatever. Cowlitz dropped out 
,11Il _"I 

later /ut the idea of Centralia being the ~,!..:..~~ t~~rmal plant for. Q~d 

region and being a regional resource, was sold by Bernie Goldhammer to the 
••• - _It - ..... ,. ,. -oti............ MU"IOO" __ ...... r",_, __ <",! ... g.,~,~_~~~ .... ~ 

intelligenc~1\ that thought that there ought to be a better way of putting 
I' 

together the system. At that time, John Nelson was the Superintendent of 

City Light. He was a great regionalist. He thought in terms of the 

region rather than individually. There had been success on the 
do.Lt.;.. 

mid-Columbia. And. s? Bernie, was able to EU~t;.. tO~2E.!!.~l7..~!!!...~_.wJl'y'~ 
~t Water Power~ and Pacific::' lUiu;:o/ilo Water Power was reas9RaliJy,_ 
... I __ ....... _ .... ~ • J ... ~~...--~..-.,--..-".-~....,----~--.. 



tk- ~ ~r-J k~"" 
was kind of new to ~business but it worked. So then you move along. -
And you say, "How do you get that kind of collective thinking going in 

putting together the regional power system if there are really these great 

economies of scale that people are predicting?" And Russ was a great 

person to say, "You don't do anything unless there's 100% agreement among 

all the leadership.1I And so everything that Russ tried to put together, 

expected that he would play to the lowest common denominator.~~ you 

look at Hydrothermal Power Program, that was the play it was. There 

understand it)but there wasn't 

. . , 
There were a lot of peo~n t 

real opposition because ~ would wait them 

wasn't real opposition to it. 

out. He might playa little hardball with some of the people. A 

recalcitrant Qi Bob McKinney or someone like that, but Russ believed in 

getting at least neutral out of everybody before he moved ahead. So when 

we went fo'r a leaislation in 1974, for instance, there was a consensus of 

• 

the NWPPA and PPC and the IOU's that that legislation was necessary and so 

it moved through without ~~ difficultX. _ 

Q: January of 1977. Jimmy Carter had been elected President, was inaugurated 

and came into office. The decision was made that they would not make a 

change in the Administratorship of the Bonneville Power Administration; 

Hodel remained. What they did do, however, was move ahead with the notion 

that maybe some kind of regional power legislation was needed. And I say 

IIthey". It was not Bonneville so much as the PNUCC. What was 

Bonneville's role, one? And was there a relationship between that and the 

earlier developments related to the Transmission System' Act? 



A: As soon as we passed the Transmission System Act, it was obvious that it 
..... po . -"---...,.-.. -..,-,--"----~ ,--""'" 

that Bonneville didn't have to be part of the financial backing, that each 

of the individual utilities could go it alone without Bonneville's 

sponsorship. And the truth was,......4t: was a llle3B. the Hydrothermal Power 
6./n< ~ .. I- ;:..........,... J4,. ~4../.. - '--_._--

Program, Phase II wa~.:... 4nd ~2.-...b.yJ2Z.s.. 1l.e.1Jl.i~ walii ~..iJl&.-B,glWP 
• .1 

III and he had the Sysiphean Edition of proposals for new legislation or 
.... " .... __ + ,."""'_ ......... 1'" ,-""- ~ 1 Q .. • ~I! __ """""""~ __ ~~"'t"' ... , __ , .. 

new ,W!l~ .. .of B~n!;:.v,..~!l~ .. }!:!.~~~t.~!l£~.h ,th~ Y.t:.!,1jlY..s_ommu~!.t~~. !!:JiY..._" 

1975, i t ~a,~ be..<:2.ml!l~ ,mo':~_~J!l~2~~'!~~~~. t~a:,~:~:.~~i~~~=:~:..?~~':::"!~ 

~:97 5~~~e~ ~aM~~~" h!!.._~~~~~5:~~ine~1ll£h,,,!t1f~91X\P-1?~,~~A.,..thA-WhQl.e 
bunch of people, includi~~, .. a. _fe.~ __ .~~.'\.Y.~shed,_~ta.t~JL"'p'!~gple below the 
~~~~,,_-,~._"_'-"--_.-~~----""-I __ """"- _ - _~,.-. - . - 4'1"";_"'~ ____ ""~ __ '"", ___ "_.~_.",,,,, 

were starting to have some difficulties with WPPSS by that time and there 

was a feeling that, for regional problems, ~ Bonneville needed to get 

more active again. So, by 1975, we were very active in that process. By 

the summer of 1976 

Q: Was Goldhammer in that group? 

A: Goldhammer was in the group in the beginnings but, by that time, I think 

in, he must have retired about 1975 because he was not in the group when 

we finally decided that something, Bonneville had to take some initiative • 

.ad ~ had been fumbling around with all of the Goldhammer proposals in 

kind of an informal way. Bernie was headquartered across street at the 



Lloyd 700 Building.atlii. B~ere were those of us who liked Bernie and 

thought Bernie's ideas were great and we'd trek over there. I was one of 

those people that went over and sat down with Bernie and said, "I've got 

some difficulties trying to figure out what we're going to do, Bernie. 

Let's try and psych it out." And we'd go through a few ideas and Bernie'd 

give me his latest edition of whatever it was and I'd haul it back and 

then try and think it through. So, by .., S"i' 19 A d finally 8g l;;tQA broken J~ 

~oken into the heirarchy of Bonneville_by 1;;98:£ i!::iIue, and gotten 

into those kitchen cabinet meetings, Partly because Earl Geld~had ~ 

Olll'".~ . 
succeeded Hector Rg& as Assistan1 Power Manage~~ I started going to 

"""-~v 'i"~~ 
those meetings regularly.~ ~y F~, who was very concerned that 

somehow or another everything was going wrong, said, ".I've got a paper 

that I'd like everybody to look at, talking about what Bonneville's role 

ought to be." 
~ s~J ' .. ~J~. -hl~') 

And it was aesell1hly not well articulatedll It was a ~ 

attempt at identifying a problem and of rational or 

kitchen cabinet had been called together to see whether or not there was 
.... ~ .• ) . ._____ ...... "'. II'!~""'-.'~'~"<'-~--""""' ... 

something Bonneville ought to be doing more than sitti~ on its fanny 
.., - - ... . . -~.""""~------. ---------:-----_ .. -_..... ----"--·---""~- .......... ---·I-""-

waiting for the world to crash and . . . 

Q: Meaning the Hydrothermal Program to fall apart1 

A: Yeah, the Hydrothermal Program, by that time, was gone. We knew it. We'd 

had the lawsuit. The lawsuit had been successful and the question was, 



should Bonneville try and take any action to get things off dead center 

and moving along toward some kind of regional solution again? And Ray 

ol~ 
F~, of course. felt .... 

Q: Let me ask you a question. The Regional Power Act then, at that stage, 

was directly related to the Hydrothermal Power Program and the problems 

related to its evolution, particularly the IRS ruling. 

A: The IRS ruling and the question of Bonneville Purchase. Bonneville 

~,< 
Purchase)a ~very important, we felt, to any successful financing 

program for eneration in the hat Bonneville 
d3 

collects most of ~ revenue from the public agencies and that cash flow 

and the equity in the Federal system in the Pacific tiorthwes,t is the ... , , 

~t-L~ 
economic basis for any additions to the system. It had to be. If ~ 
t3 -- 5 ' • to:h: r ~ 't)'-c:::::: ;z;;::::.:;:::. . 
~ an integrated utility, ~ would become the way that you reached out 

-·~"_"'''lLtl ;;: 

and did your financing on additional generation. With Federal ownership, 
______ .. ~k_.~' .""'''~.~''''''''''''.,,_. " ....... M .. ' • h' .W • s._ • 

the only way you can get to that equity is to get to the revenue sider-tlM 

'\that was th~ol e lnla>J!t. tbat'. woo_"" :a~~"_whlt~ 
we were trying to d...QJn tbat jDte:CilD,~eX:iod.~ • .,Jn~6, we ha~e 'Saie Rlajer 

-.. (~\~ ..... C-~~\ 
mee'Sing,where everybodYf~mes in with their flags unfurled to talk about 

~~St ~ 
Ray ~a~iaQ s proposal to iQ ahead.~Don Hodel, who I think is one of the 

best Administrators Bonnevill~ad, in a more reactionary way •• ~~ Be was 

very, very good at forcing people to think about issues and come up with 

constructive solutions. We went to the meeting and RaY?Aline puts on his 

pitch. HQ hCld .. , I think he and Ratcliffe had kiaa of put it together 

and it was, at best, a good start~Earl and I sat there through that 

meeting and we made some comments and at the end of the meeting, Hodel 



t- ~ c.-->l~ w.c.. h> r~· 
"There is :enough" This is over. -tiW~~:-l''''!i:''ee:rIII(o''t:-1g~o1:ii:Il'lllg~tl'co:r-itb:-.aa'W'o ee-ae-lk,~4:!:.t;ti-eehh'eerr:rr says, 

that there is a reason for Bonneville to go ahead and . 

Q: Going ahead with what? 

A: With any kind of legislative push or any kind of new look at Bonneville's 
A.t ~ (-I"~ 

authority.~Earl and I~ were kind of back benchers. I Fa.tiB~larly 

stood up and said, "There's a whole lot of issues and a whole lot of 

things that you're just not articulating in this paper that CAN be set 

down and CAN demonstrate the need for Bonneville activism." Maybe not 

that eloquently, but I DID say it in a way that said, "Hodel, you've got 

to give us a shot,'~ ~I pointed at Earl and I said, "Give us a shot to -
come up with a staff paper to articulate why we need legis la~io~ .. ,and what -
~onneville should be doing on ,a long ter~::~ !-~:l!!.~fro.TJt., of }he • 

future of the re~io~' s energy_economx...: If ~o we went back and spent one 

hard weekend. Earl and I worked all weekend to come up with a staff paper 

to support a better articulation of why Bonneville should move ahead with 

some kind of regional program~~~ put that out on the next Tuesday in 

front of the same group and we got a lo~ ~f "huzzahs" because it was a 
C~ IN-4: Dfw L+,,,- ) . 

effort, I taB M. Earl and I had done a pretty good ~;&*~ good staff 

job of articulating the problems and where people stood, what people 

thought about the power system and where we ought to go ahead. And we 
-k~ f.~ ~l..""" ,\.-.::>eh 

had, at that meeting, we iaru Jerry in from New York. He was our 

financial adviser and Jerr¥ was a major player in those kitchen cabinet 

meetings .. 8IIIIIi \Ie said, "I think this is a very, very good start and it 

seems to me that you ought to go ahead with trying to develop that concept, 



but it's a long way from being something you'd want to take to anybody.1I 

'iazl Hodel agreed and )Itt. said, IIOK, Hittle and GeldS!?. will be the committee X 

of two to keep working with it, circulating ideas until we get a, 

something that's worth while. It He said, "What'11 we call it?" And we 

went through a whole lot of stuff and I think we ended up calling" it the 

Study Paper. I get it confused with the, we had, there were two of them ... .'" 
and . 

Q: What we've got is that the Study Paper was drafted in the fall of 1976 

addressing some of the region's power problems. ~y early '77, the Pacific 

Northwest Utilities Committee, composed of all those votes, began drafting 
« 

legislation appropriating ~ of this 

get from A. the paper to B. the PNUCC effort? 

A: OK, ok, so now we get into the period where I probably am most help to you J 

to., lileeause Ireta 1:5 WhSEC 

~IRD PARTY! Sto~. 

~: I have got to SmOke a cl.gafeCLe and you've goL to rest. 

'-A • I hope mat thIs . 

Q: The study paper in the fall of '76 and by early '77, the PNUCC begins 

drafting legislation. What happens inbetween? 



A: OK. What happens is that, first of all, we get the commission from Hodel 

to work up the paper and start going after it. Earl and my idea, and it's 

probably more my idea than Earl's was(but we were both kind of liberal 

pink-cheeked guys from the standpoint of how the system should wor~was 
that we should start 

~at there~ lot 

with ideas that generate interest in the problems. ~ 

of problems out there that were kiRa ~f related to 
tAH ~/~u'" I ,+-

each other but not articulated very we 11" cd' !l!t was time for Bonnevi!,1,e to 

t~, ~ go to its customers and to the communities that seemed to be mos~ 
, ___ ~~ .... ~~.n~.0111\ 

negative toward Bonneville and tell them what we thought was going on, 
II t § •• _-. 

what we thought the problems were, what we!-J;].9.u&h:t.lrlii.t~ ~QlutioQ,§ to tb.e 

problems and go out and sellon that. So, by July, we had a paper which 

had been staffed well enough internally that Hodel felt that it was safe 

to let Earl and I go on the road and take it to the utilities and to the 

states and to the environmental community and push on it. So, we did that 

and the first edition, draft, edition of the Study Paper was taken to 

various entities. We talked to the State DOE's in Washington and Oregon. 

We talked to, we went down and met with Roger Beers, who, at that time, 
! (,IJ e<> f c: cx::.-",,J allr-.. "-" '1 ~ ~h I .f,,. r ,. 

was NRDCSand we went a11 around a e said;" 1 "6 posed the Paper as 

staff~objective look at the power situation in the 
t>b~ 

there might be some kind of solution to.try and 8Qt 

Northwest. a.a. how 
.) 

better planning and 
~lAJ-/'-":' 

QeU;er coordination of the efforts of the utilities j and get more favorable 

response out of' the environmental community and out of the states '-who 

were pretty resistive of utilities going ahead with any generation)\~ 

then th;r;.ow in the env!ronmental liiWsuH that Bmmeville was £aeiftg. There 

had to ~e 

that and. 

some kind of better solution to regional planning. So, we did 
'5vpp~ 

frankly, it was a big winner. We won~in every group that we 

went to. The people said. "Gee. this is good work. We think that it's a 



good staff job and it ought to result in something and we think it's good 

h " to have t e process open. And that was elTPR, 'th&t even came S8UF'UIf'C 

from the utility community aB~J~t~b~Q~JJ~g~h~t~b~a~t~vH~a~~~p~'~t~t~b~e~d~a~~Qk~a~g~eas~,~j~t~~~a~§~ 
(...-V-~ \k.......v+ W (I I .1. ,~s .."...~~ 

c~rtaiDly the ~iaale &~eB ta the development of public involvement~from . \ 

the utilities standpoint. So, we went ahead with that process and by 

September, we had essentially covered all of those &r~ufs, g~ne back with 
c::\. .{...."'.... e r Cqjl t,.i:(": <:'"'i'"" 

a couple of additions and basically, it was close to aft end. ~then, 

Earl and I tried to work up a staff~trategy that said that Bonneville 

ought to take the lead, much as it had in th~ Ik"JifU:if IUi.i,Q;U ~t.. it! gettill&' . 've];~'~ ~ ,,.d-.A:..---( 
some legislation drafted. ... Hodel' ." f • 

it's hot going to work well if we do it that way. - I'm afraid that this is ___ J." I!'h •• 

N $ _ ;. fd. 

a time when Bonneville should take the back~~t~.. -i~ 
• ..~~ .' /P",- {( h ~ f> N ()~c.. • 

organizational ability is limited !iwi3.~$;::.~fte. ... nt;i 1 i.tJ.es,.,..have :cit. "Avd • SQ. 

~t we dlOllld do ;is paiS tlul li!/iI]] to tb~ ragto'O apd Bonneville should be 

a participant in the process but we've done our job. We've gotten the 

yeast into the dough and we're going to start letting it rise. 

Q: OK. What were the principal elements of that paper? What was the 

backdrop? What was the problem or set of problems and what were the 

solutions? 

A: Well, the paper, itself, was a survey of all of the issue concerning the 

power system. OK, the question of re~ional._.pkI'l,!l~~g. The question of 

s~n'!£l.Y~!1lent. The questions of ~e:ti) .. .l~~~~Js:t~g versus Bonneville 

non-backing. Bonneville, the paper articulated that Bonneville was an 

integral part of th~ system and ,couldn't be ignored as a financ~al I ~ 
~p~ ~ . w.4 ,,{---,{. p"""" .., 

participant, one way or another. It had to be, if ~wasn't ia eft any ~ 



regional plan, the possibility of the plan succeeding was zero,eeeaHBQ 
~ V5r. (.. { J~,­

Bonneville was so necessary to getting power ~ to all the various 

The question of new public qgencies was in there as a question saying, 
~~ ..... '-""".-'<~. 

"How do you deal with the application of a new potential public agency to 

a limited pie?" Bonneville I s existing power supply. How do you deal with 

~.f~~~i~ssues? We had a very major issue about the perception of the 

utilities that they were getting more and more red tape and less and less 

'5 ''+, ~ I 0 - . C . 
ability to plan in a legitimate way to meet the .sitHa.g problems of pntili81 

~ants.~ So, what you had at that point, you had a whole bunch of 

things you could articulate that were connected to each other and, of 

course, the . issues. Bonneville was in the midst of that major 

lawsuit and its participation in hydrothermal had been stopped. How do 

you deal with those? The issues raised in that lawsuit. How do you get 

around them or make ~work in terms of regional planning? All those 

issues were included in that paper plus an initial cut at what we thought 

was an economic solution in a legislative sense. 

Q: Going back to . . . . 

END OF TAPE 

(WP-SWHW-0206Q) 



Larry Hittle - Tape 2 

A: • 0&.. 

~ 

to the utility purchasers in the North~ ihere was an important 

element lacking in hydrothermal phase 2 in that phase 2 did not use the 
__ __~,.:,...' __ ... ~~----.t --. - .. ~_ .. ~ 

economic power of the Bonneville system in revenue to back up the 
..... It. _ • ~"''''''_.'"'''''''~''''''''''' __ ''''''_'' __ '_.'''''''_~' _ .... ~,~_?,..,_'""" ... " .... "' .,...~ 

f~nancin~ of Er~je£ts.~1fY the time we got to the legislative approach. 
at~ \,~ 

everybody assumed that it was very important to have that kind of pail... \ 

~Q~&~eHftM.MI1.I~.ipa'mi!i~e~~ behind the hydrothermal power program. Hence. the 

legislation had that process in, but the second and equally important part 

of that was utility control of what they called the caged lion. Ever/:on; 

~as afraid of Bonn:vi1~ as a';'I~+£,_~~~~~e~~!..~~~ Re~io~~ 
~ ",t-••.• " J 

power supply planning and ~ did not, in any way, want that. ether you . ___ .. _~ __ .&. ___ ----.....--..... If ... 

were a public agency or a private utility, there was an equal fear that 

Bonneville would take over and run things. 

Q: So what did they do? 

A: They put together a means of control through Bonneville's Board of 

Directors which in the PNUCC Bill was a utility board. It was essentially 

pass or not pass particular plants that would be added to Bonneville's 
_~ •.. _______ .. ____ -"¥_~,_,._._1:~.--~ . ---",--.--," .. --.--.. --.~-.. ,,,,,. -"-'"'~"""4_ 

power supply and by doing that. they would have (:on:troJ_9.ye;- whAt 

Bonneville's a,<:;tiyl.ties.were.. 
"""-'u-,"",.--, .. ~,---~~~-~-~ ~w w 

Q: Did the framers of that draft really have a notion that something that was 

basically that kind of an industry oriented proposal would pass? 



Q: The Utility Bill by request on the part of Sen~tor Jackson and by 

Congressman Meads and were hearings held? 

A: You helped me refresh my memory. Yes, there was a single hearing at which 

time Gordy Culp went back for the PNUCC and testified and gave very 

lengthy testimony regarding the need and as I remember I think Bill 

~lbert went back and others. Bonneville, of course, did not testify. It 

was not an Administration Bill and Bonneville was not prepared to support 

or not support the Bill. So, I think that the hearings were p~re)y 
~ ..,.".,J.,k-".,...J....:,...J 11-..", 6--~ tN"1~ 0 

Regional type hearingsA Idroubt that Congressman Weaver testifiedJCUt my 

memory is that at that time there was enough statements from the utilities 

from the Region that something had to be done, that that at least created 

a focus for the Senator and it certainly was a point of departure in the 

process. 

Q: This was still 1976 and there was still a Republican Administration. 

~u 
A: ~. it was early in 'tf. Well, in Spring, I can't exactly remember when 

the Bill was introduced but it was February or March. 

Q: Well the statement I recall was near the end of the Republican's tenure, 

Hodel is Administrator saying something to the effect that the Bill had 

been sidetracked and wasn't going anyplace. The Administration changes 

and you have a period of delay until the new Congress and the new 

Administration is in place. Hodel remains Administrator of the Bonneville 

Power Administration. What happens then in terms of those central ideas 

in the Bill? 



A: Central ideas stay pretty much the same as far as the utility community is 

concerned. The truth of the matter is that we have not yet moved to the 

point where there is any 

but you have to remember 

unanimity with any other part of the Northwest 

that during the process Of~~~~i1\at~~that 
there was no real participation by the state and local entities who 

thought they had a real interest in the legislation. 

Q: What interest did those state and local entities have and what were they? 

A: State of Oregon had a direct interest in how their rate payers gained or 

lost in the legislative process,~ey wanted to make sure that their 

planning processes were involved and consistent . d ~ with whatever happene ~ 
W tL ...... J---J ~:.r f>ro. tJ ~ r 

the Bill and hopefully~dominated. The State of Oregon WQMid l1ka to make 

sure their siting laws were not overturned.!!Io they were Vely coItceuled 

~bgQ~ t~at S9£t of thl1~. The State of Washington was concerned with 

similar things to a lesser degree, certainly a concern that for one reason 

or another Oregon or Idaho or the rest of the Region might reduce the 

·benefits of the Federal Power System in the State of Washington. The 

aluminum industry was, of course, concerned about their rates and their 

power supply. 

Q: Let me try to go back to a long history of tension between the Federal 

Government localities relative to the Bonneville Power Administration. 

There was a CVA Act in '40, '41 another one in '44, '45 another one in the 

late '40s and perhaps one in the '50s and I'm not sure, I doubt it. 

Anyway, at least three tries at eVA. The principal fight or one of the 

principal fights in all of these Bills was whether the existing system 



A: 

with BPA under the Department of Interior controlled by the Administrative 

Branch, Executive Branch as opposed to local entities out here who 

basically the public utilities, the states wanting more control through 

some sort of representative body, more like the TVA. Was this new effort 

simply a replay of that old fight in a lot of ways? 

'-Iei' 
It was kind of a similar song on the same theme but~a different song. 

Mainly because by this time, the possibility of having absolute Bonneville 
£!l.o Lo~# I 

dominance of the Region in terms of resource development was ft&ppeft~k ~oo 
~ri)\9 ... I0( c- ~ 
~. ~ ~he Mid-Columbia projects had been developed as non-Federal 

projects. The existing hydro that was still developable was being slowly 

but surely taken out of the option category by environmental concerns or 

by costs, _So what ha:.:e;t:;c<t~ .. ome o~. :~...':'~~~u:.!:.~~;.::!!.. 
dominance through a evE. wa~ ouer. The question of dominance in planning 
__ ,~"~, .. ":,,,~~,~~!,,:,~ .. ,~,_~ __ . ~ _51 lettretl"e!:biii. 

was there and that, of course, was a question that was ~ot as well 

addressed in the early days as it was when we got into the question of 

Bonneville purchase in the 1 70s. Because all of a sudden we had a 

different process. l?urin!? th~.,~~_ and the 140s and the 1 50s, the Federal 
''''''- .~, . "'-'!"~-~-~ ... ~-- ............. ~""-~.-~ ... -.... -.~~-,---~ -" ..... ..,..: .. ~,.,..y-!"<'~¥< .... ...-

Government made it very evident that the economic value of hydrosites was 

immense and so there£o£~,the States wanted to control that wealth.}IIn 
...... .x .... __ ..• _,+ .. .."~~~_ •• _._. ___ ,""': .... ~"$""'-""'~~_ .. ~~~ •. "'!':T', ...... '-"':,, ... -:"::":.~.-_.~~-,..~~"""":"-:-~ ~~ 

the '70s it was becoming very ev~d~~~~~1;._,t;J.l,:~.,~S:2!l.~~.is: __ 8!?1J..g!i_t:!~p..! ... _---'f!jI-.. ~---"..,,,....,""'~'.,......'s:,--, .... ,,-... --....... -'I\~ .... ---.... ,"" ...... }"hA'I:. .... -.p-=·~ ~'".,- ""·,,t - _ -. 4 

;epresented by thermal plants could be burdens and eot1:1:d be we±t;ftt~ the 
• • .......~-~ ... ~' ...... ~"~,, .. ...-..... ~r.::.'b.~'C,._V'_:"''4''''._.,~)J',-., .~o;'l~.~~:_"V'_-'.r- ,-, "'. ",.,~.,-,,,,·~i"_"''':::';~~~'''·'·· .• - .. ~.' r·. -- ~'." '~"~"'''''''F'' ~_'.~-¥_--cc-~ • ...,-~""Y'... "'~:1'~"":'.Ji!;"!."'" • .. ··'",,~·c-.• 

economy if they were not done corr~<;;t.1y~~econdly .. ,theques,tioll~.oJ;_ 
...-...---~ .. , ...... ~~ .... ,~,." . .,_.' - ........ -... ~-.-~~ .. , .... ~,- """""",,,,," -.-~., . 

environmental d~mage and that sort. ()~,.,,!.h.~i?~ .!leE? llluch:Ill~:)J:i:a.rpar.~Il;1:, ,tI.L 
~.---... ",. '."~."-""'~'"''~''''' .. r,,,~·"O'···· ~-'" w-~-:s :5 L,t-'{:-e.4 ~ 

t1;at P;':io?:,I.,..~~!~!!._,~!!!_~_,!h~".S.tat.eS~i_:t:S.J..Q~;i.~lJi.t;.~.~<9:a~.M..,pl~l!.~ ... ~ 

~;~ ~~_~~~,_.~!_!!::::~~.:..e_§!::r ~~~&. .. ~_ ~~,.,!~1<~~<?!ln.:~v,i ~ 1 ~"C:9m~J~,,,~n!!,,,,, .. 
basically force siting of plants in our area? The State of Montana was 

,,~.'f.'" "'; .. ;.-"..,. ........ ":. )fJ"," .' ... ;-:..'J ."1';-..... ~ ...... "" 



worried about Bonneville taking the energy away and leaving no jobs and no 

economic benefit. That was true in Washington or Oregon ~.~ more from 
/} 4i)~~ ~e;~S 

the standpoint of environmental concerns .,9bt the q'HlitioPS were t~ere~~ 
~ ~ ...... ~ p ....... ~ .. .-c. ..... {~ ........... M.~ 

then there was ltifl:!l !If a concurrent It1It of the t>e:le:nee as far as property 

taxes and that sort of thing goes. So, you had a little different 

emphasis on the same kind of theme. The States believ~that they were the 

ones that should determine those kinds of issues and make sure that they 

extracted whatever they thought was economic compensation for the 

detriment they took from a regional planning process. 

Q: So the task remained to convince then Senator Jackson that something 

A: 

needed to be done. At that stage it seems to me that you and Gjelde and 

perhaps Monroe went back to, I guess to a Bonneville version of 

legislation. How did that change from a PNUCC Bill? What was done to 

satisfy those problems that had arisen as a result of the PNUCC Bill? 

Well, first of all I should tell you, Gene, that the PNUCC process did not 

result in a Bill that was necessarily 
1'v-.~~ 

what BPA staffrwas the epitome of 

good legislation from the standpoint of the way Bonneville would work with 
b 

the Region. I t was a u.t.~li t¥-~~!!'=~LP.E,~~-,,~~:fi~ i!'~A.§.\'~l)~J.!!ft.!'!_ 
utilities that they work out all the contractual terms du.r_~g_tA~t._ 
~_$'<IC-!fl::~~, ... c,,~~~,.'v.'~~lr<';>~'!..7·'"'""""'~~IW""' ____ ~'*)':>_""'~"'S-; '":r" .... ""'~"'.'$," .... , ..... "..~f,·,'· .. -,.-.N;,<V-" .,_ .• -"' •• .,-."_.,, ........ ,\..-:: .... - .... ~ ~ 

process, the insistence of the utilities that ther_~ not be public 
...... _. __ ... ~'I'IIt __ , .. __ ••• " •.• ~ ... ~.'r .. ··-·,..,-.-,' .. '"""~·'''-~J. " ... __ n __ ·_."-,.,~""._'_.~\<_~~~_,_~"_ ..• _ ~~ ,~" -- - - . 

representation was not JlIiiI"Q~i9d]W a Bonneville position. It was .,a. 7t.-
P::';:: ·;~~'l1~~~:rf~tr:~-':t·~lit~C~;!~· Bonneville w·as bas~::'~y 
~.!:-~~~~~~~¥t~~·';;;~·~i~·:;:;NU~;;:~-~:;:::t·~;; __ 
Bonneville;position per se. In fact, Hodel, while he was willing to be 

very active in the process~ long as there was some semblance of public 



participation, ~ was not willing to say that the Administration would 

endorse the legiSlation~o we had a situation where we had a whole bunch 

of little pieces that we, Bonneville staff, Earl and I particularly~but 
~ "T!--s 

Ray Fol~or Don Hodel or Bob Radcliff 9' a number of peifl~ felt were 

missing from the PNUCC process that had to be addressed. Conservation was 

one area. 

Q: It seems to me that there were a series of rate pools that were 

established the purpose of which was to address the rate disparity problem 

as seen by the investor-owned utilities and that that rate cool process 

was seen as a great negative by the public agencies who in turn had a 

great deal of influence with Senator Jackson. 

A: Yes. Our fundamental change was to try and get rid of that kind of an ...... 
argument that somehow or another the lZ~b li<;~ "were detri,~ent~~ by a .. 

\ (0) ffTc-1- $ S 
Bonneville purchase Erocess'iha~ tn~luded b~ for the re9uiremen~~ of. 
.. \,VL prop.:> .... e,{ 
p.rivate utilities ,!~ t:y*s to make un any' revenu!'i tlliUi wa§ lQ§:k thtQUg'b.. 

some kind of contribution by ?¥~ ot~~~_JQSls ~~tr~~i~ 

~ort of thing. 

Q: Where does that idea come from? That ultimately was the foundation for 

the Bill that passed. That remained in from, I think, the first . . . . 

A: That was the economic compromise that sold. 

Q: Where did that idea come from? Was that in the PNUCC Bill in some fashion 

or was it from the dispute over the PNUCC? 



A: It was kind of in the PNUCC Bill but it was not exactly in.a.A(bne of the 

reasons it wasn't in the PNUCC Bill was that there was no visualization of 
C-'> ~ "A ~ l-C d-~ 

what Oregon ~ would mean in terms of revenue~in the public side. ~ 

nlit~Ual}; did seet1L l~. The publics never admitted they believed the W'R~ A 

threat. They might have believed it but they never admitted it. They 
~~4 ~ v.I."....-+ c...J-1+\ce~ -k> S~A P~ I 

always said was a fraud and a lot of other things. We d1dn't think 

it was a fraud. ~e thou~~. now I'm narrowing down to limited BPA staff. 

but I don't think t that 
\);JR~~ 

p~riod bf!itved that iEiH?:!t:was j}l~t heard 

from t~~ore~ representatives and the private utilities that if need be 
QuRPA ~ 

they would go the ~ routeJ~i the, had to; ~o Eres~rve £regon's ," 

equity ~~ ,!:;,~~ ~~t h:~'P~~ A "" c.:;;a,~~;::-;e £~f.::~!.~_ , -rn::;: vr~~ A.. ...v I#.. "1 
utiliti~ .. _if ~h~!: S:9!1!!l!~vqid it ..... J... -", the'l 

w~l\ 
start some public o~n~rship. wh;E~.!~~ 

didn't want it because once you 
l'lt- ,- ~~"~ .. "'.-.. ..... ~ 

~ .~t0l!"" ~ \the obvious question 
W.9~ 
~ do they buy their wholesale power from Pacific Power & Light Company 

and Portland General or do they buy it from their own projectsl~AII of 
~ (Ou.!. 

a sudden ~ have a new monster to worry about besides BPA. But. the 
"SM-e-) ,+-

answer was 1M J]lr u iew< that Oregon would do whatever was necessary 
~ 

politically to comport with the preference requirements of the law,~ 

~ince the preference requirements of the law had been read in many, many 

different ways in different regions of the country it was pretty easy for 
W A'P t.\ 

us to understand that it could be done. For instance. ~ or its 

predecessors were serving the State Buildings in several State capitals in 
~O-.)~ ""l\...u. ..('..... ,\ .+, ".. j Y{ lOu s: .. 

the Midwest ana i&at ~ias a Fe~ail 6HB~emeF .~ a private u~ility. They 

basicaily entered into transmission agreements with a private utility and 
()JA-P~ < 

wheeled ~ power to those State capitals. It was a political decision 
\ h h-Pr-e...W 

but the preference law had been ~d that way. 



Q: Where does the initial idea that one might have the DS1s in order to get 

A: 

contracts with Bonneville which were then expiring subsidized by the 

investor-owned utilities in residential and rural customers as an exchange 

to get rid of the rate disparity problem? ~~ere does that idea come 

from? Whose idea was it? 

Mine and Earl's. Maybe mine first. Remember we had a synthetic kind of 
.. IN .. ___ . __ ._._._'OO!"' ... ~_--............... ~ ... " w~-""---~ 

l'!.ubsidy in the PNUCC ~pl. !he 1(Sls w01;1ld nZ!Z J?~Ut:. tlJ.,eJiama rat.e-a.s-the.., 

publics. \/hat they would buy is a rate B which iS~/.lAI;JOn..a£.-aU 
- .... .. ·d..?W~'1 JlIc..I~F l~.uls 
the BPA resources leftA.ove:t ... plJt.s...,J;~c.eL.add. ~,;v.a,t..es....to.. 

r 
meet the' domest~c ~d ~.al 19~. So there was already a subsidy of 

'II.. ,< 
sorts, that pool of BPA or Federal power was being made ... 

Q: theoretical subsidy, it was in the proposed PNUCC Bill. 

A: That's right. So what you ended up with, Gene, was a situation where 
_. • t I "'Ii __ Of to _ .... __ ~~!_c"'.,...-._,~<'I:~~"'t~_""" __ ~ .. _.,.-<""'''''''"''''"''',,~~_-_~~, •. .,..,...~ ..... 

'SGm.etbjp~ l:tke that the publics would be no worse off under the 

:':~iS 1~:~<?,.~.,~~~!X-,~~J~."~i;feP):L1.~~El,);~~""!2;J.~-q'y"~~l;y..s.9_~ 
public agencies that were served ii\,M I suspe~:.~:~!-",~!:_~ .. .!!I.~j5?,!~ic£!~ .. J?,_JJ.t1!1~?>I.. 
~'I"3IP~~'~.""~I'\1:!>c~~~-;«~,;:~,", ... :~,~.:~~~ .... ,~-~,,\<:,,"l'~"':'~~~~~~"""~- <",",-.:' 

was able to ~R. ~ mutate into that processl~ I went through and looked 
,~ .... ~~~~:::ervt".-~~:'\>-","'r'".~~~'"'I!'~~~.~~'"::-!'-V',o£":''r'''''~''_·S'~.''-;>'_~'"'·--~'~':..--,..,'>"":""y"", 

at all of the DSI loads geographically in the Region and I said that each 

of those DSI loads, if they cease to be a BPA load, will become a 

preference load or a private utility load/~en we went through an 

analysis saying if in fact you were a DSI looking at service in the BPA 

Region, where would you go for your power if you had a choice between a 



private utility and a public agency who was buying some power from 

~ 
Bonneville. And the answer was you'd come to Bonneville. ~ I said, OK 

if we make that assumption, then that means that everyone of the 
1# (t-....~ {ff .cd 6~ to J ~ 

load~inrtheir own 

R;;~~A If came 

utilities"that are public agencies would be serving that 

-stt "'I"H .~ 
area if in fact, BPA ~ 6'Yt of power t& serv!i'the DSIs. 

in, there wou~d be a reduction in the amount of power available for ~ 
O~"[ ~ a~ t.v-.Lj.J'r;.A 

king af load &ijg it "81:1:18 GOAl,. out af t:Ra t tbe pOlo/tar that ~~a8 eei:ag Bold 

~ .. ~J......~i 
~ BSfs but would DSIs be treated as a lesser entity~in a local area. My 

hypothesis was no. I said that, for instance, in Cowlitz PUDs area, that 

if Cowlitz PUD was serving Weyerhaeuser ~International 
• ~ .......J..... 't1-r\ ;.." ,,. L-J ... \ 

Longview Fib~andVReynolds Metal Company came in to them 

Paper and 

d''1w. 
and &aid, we 

, ~. .f....r~~ 
can t get a. power supply frOID aUybcstty but you, the Cowlitz County PUD 

would go in and fight like a mad dog to ~et them a power supply. Why? 
~/f'-V L J' $" Co ( ..( 

Because, politically if they let· Wt;et away- they were in deep trouble 
~tJ, tVd:S 

economically in Cowlitz County. ~~ a major economic factor. That was 
wL......a. 1> '>Z 'S ~ ~e-.. e- W y,-d.. IlL 'S 

true in almost every service area~n other cases like UPA~ Spokane 

we •• Q Inland Power and Light Company was adjacent to Washington Water 
b.:,.~ C-1=I.,LJ ~ ~~ (~$ t-.lt.-....J i~~ {Y(..-~J. 

Power Service area~nd you looked at ~fead. the maj9r Xaiser smelter; up 

~ 
t~, it was obvious that Inland would give their eye teeth to get a load 

as big as Kaiser if they didn't have any financial risk. And, Kaiser 
l k-L.-J 

would get very favorable rate treatmen~ from t-ft.em becauseJthe ?verheads 
\-t 'it' ~ IN' 1 ~ .. s leo..- <:.--~ "'" (> \J U ~-_Jh ,,- .AJ d"k k l.I<-o ... -) • 

would be very low.~~en we got down to looking at how these things would 
/' f __ lf- <;fy~~ ~"1t ~~-I'~ I.-Vb·~ ~4."" ~e ()~~,h(-t.. 

occur I L snppose th~ll,. 1i ghL bulb 'tHat: went Ott in Ill,.. mind"W69 :Hrl!lt: -e'.f' 

~ . 1I.-..t (-> .... b L c ~ ~ fN" <-t L-'S /L~'" 'S c.J ~ ~ ~ \I \ be--of-
~}e wa);~d as the PJlhli:~7; ~t~~:-j:-:;~\~~O~~~~""~""""-J h' 
1IilU.ch assurne~that the DSls 3'ttaS ,.'eat. awey was Just BS. There just wasn I t ~ 

\I.....~ \')$ ~\~~,.q~\- ~ 
going to be that happening. That ~ loads would be transferred to the I. 

t..u" ~ p... M:'-< f-€,..' " s k ~ ... ,,"os :-"'lf~u.-. 
utilities which were closest to service them agd~n most cases, if there 



fH/~ w~ 
... s to? e,......... I 0(,) & I "-rp~ w- ~ ~ J ~,:; ('e-f-......... ~ \ 

was a choice that the DSI could pick the local py,blingency I because lH:9 -------
k -s .. ('yI1 -T-t.<.J-~ ~ '''''' --' 

~power cost tied to BPA~erevl~er in prospect than tbQii)tQcal ~tility 
S~ ~ "6~~ ~ 
~ the DSI load represented such a major block~hat everyone of ~ 

\ OUS 
~ilitles would have go out and buy thermal to cover that load. So the 

OS'! ... .. .. 
answer was, ~ J>ere always going to be served somewh~t-b~nn~¥il~e. 
• ;;. ftcI,+- >;U!CO i¥j ,t ltefi;:;i: : ".d" ~ t;; 1551:: I 

Power ~e.Il; the gu stion s;.e.mf4,. werttr ;t~~! ==i~terru.£!lbi.li~y.. ~~?~,!';~:;_~. ~~ 

llc!V€ yt>tl could you trans2:..t: .• that into Bon~!y'.ill.':. rates" ~ )J; .. J1ent 

through a lot of agony to try and figure that out as &e Itift8 g.f a 

hypothetical case:h ~frvo.*t ~ Tk.t. l« i ''> I oIIL (- ~ S" 9- ~- ...... c.-........... \. t!' r . 
0 .. " ~ ,-~ W #- ~ --n....... '? ~~_ c.f11""JN-L I;' j /ooo'V ",~l J ~ ........., 1 ..... H...-f C-

fb ......J-" \ ~ , ~ (-.. ~ .'....... ~ ..,A.I ~ ~ l L 1 '" -~~ ... 
Q: Well, when you start translating, everybody translates into dollars. 

Certainly the DSls must have been doing a calculation as to what this 

arrangement was going to cost them and certainly the investor-owned 

utilities were doing some sort of calculation of what that benefit would 

be. How did it balance out and then how was it adjusted? 

A: Well, first of all t;here was no ~~.~o!! _~~~~the 11?~s .. ~~. the p;!ce.2!.. 

getting this legislation would paY.' .. !!.J!!gbJ~X __ ):'.aJ;,e...:than.they __ WeJ:A..Pa.yiP....&. 
... _______ --....-~.-..-r.- .... ,.--'....-"'-~ 

under the then current BPA contracts. There was just no question that 
........ ...--""' _____ . _,,~.._ .. """"'v,o,._""._,_,..."' .. ~_~-~ .. "'...t"~ 

there would be some rate increase. What we endeEi"p eileias .. BPA staff was 

not ready to try and estimate what the capital and operating costs were 

the private utility thermal plants that were then coming on line. What we 
D-Sl.c... 

did was we weut baek to the private utilities iillid B-1 d bhaH! to do an 

analysis of what their costs were going to be under a situation where 

Bonneville would be buying back power from them at some average system 
pr.e>p~A 

cost. ~ -tt~;j~~(~~JJ1L.~~~~~~f;:~<?~~~~I:;>~~~~£<:,~.'!~!~" 
U~,,~~~!U;3!g,~ .. ~Y,S.t~!!!,".S~:-~ idea ~as a carry-over from that 



l--oJ 
prQGQSE. The only q:t1escton was !hat when BPA bought"resources at 

system cost to meet tal!!; dOiU~ an~oa~'tIt!!~8aa 
. '\L.. ~ "" ('L-~ 1 .... rIlLS 

block of BPA power#&ft& then rJSold to the DSIs and to the private 
A-r ~ s__._ ... ~ ... 

average 

in with a 

utilities for the domestic and rural loads,,"- OK tJjat ." ,Ii I! U. SO what 
S ,a A- ; ~ <it'S -h:. c.- "S. h,. 

happened was that a lot of ~ azsumFti~n~had come tQ SQWA degree ~t 
~ -.h..J .~+-s ~~ rh-o",f- ..Au 
~ the PNUCC Bill and the pri~at~ had don~ ~~ma Qt those calculations. I.... ~ I II! _ lOIJ ~ ...... ~ ~ 1-..... '1- • .,. t-<---c..r ~ If).." r 0--..... 1 .... r. <[ 
....,.....-~ T'" lJ~e V"'~$."'- .... J 
1?U::; eXJ Qwl'lQ IiilnS:L, Ralph' as the focal point overl\PP&L now deceased) 

()IJ-r "!a-h..~q~l-~ ~6-t-....... LL 
.,i:atIi: Ralph became Rind of I! hoider olE HllsWer ~ <Qe crunched the numbers 

and gave us both peak and energy rates for the exchange power.~hen we 

were able to merge that in to the hypothetical 
to"-'; &~t... -.,..t ("~,,-~I 
of moving the~loads ~ 

h BP4 ~ I 

<d:lre aSle; tQ tae 'WaJ Il);os "" looking at the economics of merging that private 
r.-

power into some mix of BPA power and seeing what the DSI rates,~ that 

~~~~ ';p being a table which was .. T tll'ak, He' J T k;QQw ;~Of the 
~ U--'S ~ t-(.It>~ J 

Senate Report .. c.. fhe be ... -ef ~haL table li'tltli'te~ at tfietime we w.ere
ill 

~ -t"i..t. 0 S;t: s <' ~_ ~ S'...r--y- __ -., I '--<... 
trying to look at the economic impacts ,,-of de:i:'ftg away wJ.ttr WI) impwv ef 

~J ~",(.J ~ ..... -o+ 1-1~ -L, ...... -- '<~. ~d~ ~""""- f-- .. f.J t.."-1 
the public agenciesA~the legislation as far as rates were concerned,&& 

ieast in the Ilear ce:rm:,.. On the long term, if-you assume that the public 

agency loads were going to grow, the new resources that came in would be 

billed to them at their costs. 

Q: Was there a total figure estimated at that time for the DSls what the cost 

would be to them under one assumption and a total figure under the other 

assumption so they knew what in ballpark terms what that was going to . . 

? 

A: Yes, they knew what it was going to be. 



Q: Do you recall the numbers? 

A: No, I cantt give you those. I think the best source for that is that I 

think that the Senate Report really did reflect what people believed could 

happen under legislation. Everybody was not so naive to believe that 

somehow or another costs were going to be different but the ballpark 
~~~~ 

numbers tPeople thought that they ,,'ere getting; unmbers that were reasonable. 

Q: What I was leading up to was this, at that point where there was an 

arrangement worked out that seemed like acceptable to the DSls, acceptable 

to the investor-owned utilities, questionable as to whether it was 

acceptable to all of the publics. There's still a lot of concern about it 

and Senator Jackson had a problem with it because at that stage, as I 

understand it, it appeared to him as if it were a benefit that were going 

to the investor-owned utilities, their stockholders and so forth and that 

he was concerned both about the reality and the appearance of that and 

there was then by someone, introduced the idea that that would be an 

acceptable way to go, that kind of an exchange agreement if the benefit 

were all to go to the domestic and rural customers of the investor-owned 

utilities rather than to the utilities themselves. 

A: No, Gene, it goes the other way. 
D..J~~ 4 

First of all, the idea of ~ was 
~ 

already a very current idea, whether you believed iF. ~as viable or not.it 
\+- ~l4.~ 

was a current idea and so 1l1tsrefSr8,) 6ftM' was ~n the PNUCC Bill and it 

followed into the Regional Act. Now that's my recollection. I have to go 

back and look at the PNUCC Bill, but it seems to me that we already had 
DJ« P4 

factored in the ~ concept. Where Jackson was worried was that somehow 



PJ{( fA 
or another a private utility could use the ~uFpa-kind of idea as a sham to 

either butter the stockholders benefits or ~aQy 8e~ld use it as a way of 

transferring some benefits back to industrial customers. ~~e was very 
'* \ Ih-rS~"'" t4:.. 'r.;c-,.. \.~. {, ' . 

worried about ~ and s~ tas£efore we put in, I think there's a clause in 

the Act that says that all of the benefits have to be passed on to the 

ratepayers whose loads the benefit is based on, the domestic and rural 

loads. 

Q: There was no opposition to that notion from the investor-owned utilities? 

A: Yes Ithere was opposition or there was a lot of reconcilement. Actually 

from the investor-owned utilities, I think, the political side of it was 

very apparent~~~ey were very eager to get the domestic and rural ~.~ 
relief because that's where the voters are.8&a .. ~ lherefore, their ' . ~ 

~_, h ~. r-v-or-,....{ -f-~ u:> ... ( j <;, .,H vi ...... (., 
supposition 
W~lOu 

was that if they got ~ rates down~ven£hot1gft tfte ~ 
/krJ 

Jtndustrials were still paying a higher rate 
~ lo\.Js ... ~ Jl...-.; 

agency areas, ~ ~ could survive their 

than their brethren in pub lic 

dissatisfaction,&Pd that thos~ 

tkings would work aut eCOnOttl±e-aJ.J.y iut from the standpoint of the voters 
fW ~I-"": ~ f'Jel t...J'hJvJ 

if there was a three or four to one rate disparity~ ~ there was real 
~ 0'; . P -.J I'<.fl "" 

concern that public agencies would form out of ~ bones or the D'lX'pa 

idea would flourish._ 

Q: Is this accurate that they were more concerned with the rate disparity 

with which their customers were greatly concerned and getting a benefit to 

them than they were to a principal that power would be sold by them at 

cost? 



A: Absolutely. 

Q: That must be something very new and different for an investor-owned 

utility, is it not to sell power at cost? 

A: Not when they're buying power from Bonne' cost 
, .J .. 

essentially. ~ can't get a rate of return on something where they , -
don't have an investmentl$zd 18uheref9;Q,1t:he difference was that the -
privates were admitting for the first time that they tI~eded some way to. 

finance their r . cts because they are running into deep 
0\1. • ~~ .. 

trouble in trying to get financing for those projects6 All the~ 

utilities in the Northwest excepting maybe PP&L, but, truely all of th;m 

are under capitalized. ... They had not had major investments in generation . -
Portland General Electric Company, when they went into Trojan, eVen though 

j,t"t/.rh-.t 
it only cost what $450,000,000 in the end, that~was two times their 

original capitalization as a utility, a major change in their 

capitalization. Bonneville and the Federal System had essentia11~ 

provided all the capital facilities for .gemaratiQtI tu tbe '40s ..and .. a,u:l¥or 

'50s and then in the earlx: '50s when we had PartnershiE :!!: !!;g §~~ :!Wm }'Ie 
• 1\..... rt--1~( , O\",l , 

~e~ P:rlifl:erehip going on, remember tk djdua ~e eR'9-El~~f 

They essentially were doing that s..!ockholder's equity or out of, pong§, 
• . b~ 1t....... p\.J v.> S - I 

under-capiUJ j zed so ;I5:eerdue t,hrough tax exempt b~?dsA ~ ~ey were 
~ lo..J ~ 

general;;i.9D'''' tite:r needed a way to do tacked the eguitx"j:o swing IJlfli2r 

that and they concluded that using BPA's revenue stream wasn't all that 
WI._"-

bad. So, a lot of their ..... 



Q:Explain to my how that works? How does an investor utility increase its 

A: 

capitalization by using Bonneville? 

What happens is that putting together the kind of financing package 
(;.F ~"I" <>1:. .; {, ( ,I-, -', 

we have in the legislation, a __ ut~lity.could form ~!Lqn-equitz-' 
bE 

that 

c ... o .... r~p_o:.:r:.:a ... t ... l._· o..;n.;;....~:.-;..o...""'"..;;;;. ...... -""' ............ ""-_c ... o ... r ....... o_r_a_t ... i ... o .... n_t,.;o;.....;f~i~!lce maj QJ:-geAe.Iat jon..-

CE ...tw.d.';'en the way the investment woul,d •• b«r .§..z.ur~g.. woulq b~.Jl..*con.~r~t 

the cost of that plant and merge those costs into its rates and charge 
tr"'i"'!'1'<! 111'."-_... 1'''- =aqc:.. :!tja.liJ'" .... ,IOI~.1itJI;)i;P t!'_,4,4:C"~~A'I!~~··H·~=-:_~~.7·.FoI.~~~~.,..-~>,:~-...,~-.tI:I:, .. :t!!:l!KlIIMI'A'" 

rates to both the private utility who was then getting the output of that 
______ •• _. __ ...... ~~""""~""'<"".~~~""f-.~e,,-~"~~ ...... ~-~----.-'-""'"'l"'\"'~'~-·~~.t;-.~~l!!~ 

plant mixed in with other·BPA power to mee~ its ~.oad.g:~:o~!!t~;tttt.;sa.~e 
II ''''' .... ____ 1IIl'>-..,.,...,.~..,..."';:::_n __ ,_.,.,.. _" .• , ~"' . _ ... , .. _,"l"""", '- ... _~J:e .-,>:~--~- -.' " "-'«. - • 

idea would be that you put BPA in the middle with a guarantee of the 

~W'-~.~t.k 
much more~package and it gets the utility away from contract, that makes a 

some of the restrictions that they face in terms of financing. 

Q: Well, Larry, if that in itself is something of a benefit, the ability to 

capitalize to a greater extent than they could otherwise, a benefit for 

the investor-owned, utilities, it would also raise concerns, I would think, 

about the planning process, whether those investor-owned utilities are 

simply going to purchase those resources that they think they need which 

might be greater than others think they need or whether some sort of 

planning process was taking place that was a public process that would 

assure that Regional needs would be met. What was the discussion along 

those lines? 



A: Well, the utilities obviously wanted to control the process and started 

out there and ~ basically played that way through the PNUCC procesSr 

~~e idea of having State or local government involvement in the 

planning process ~ did not run very well with the ordinary utility. I - . J 
oJ h , I t-, ,,: I ( r" ~ I .. :" ---" pr ( v ...:.:tt 

concern that the, would loose control of parties. There was a very great 

the process in a way that would be detrimental to their own interest. So 
W _.Jl)l\ll~ 

they didn't want~. So as we evolved in that process what happened was 

that first of all the States protested mightly that they weren't being 

included in the development of the legislation that PNUCC was doing. 
t.-!- (iwt L.-J. \ 
~ were finally included as kind of second rate partners in the process, not 

very satisfactory to them but at least it got them into the process. to 

understand what was going on. When Earl and I did the study paper, as I 

indicated earlier, we had gone around to the States and maybe started some 

~W~ ~r"~ 
tFe.'.e, but we had gone around talking about how do we open up the 

planning process so that each side is more confident about the decisions 
v..v...t,l ~ 

of the other,eeeanse the States and the utilities kind of entered into 

their negotiations about siting plans and planning plants as kind of ~ 

~owing partners~~~e idea that the other side didn't understand what 

you were after was good. Earl and I stressed that we thought that that 

was leading to a lot of delays in plant siting and not necessarily 

beneficial decisions coming out of the Statesl~o that had really been 

broached before the PNUCC Bill was introduced. Once the PNUCC Bill went 

through its process and the utilities had proposed the kind of board that 

they did, Utility Control Board, the States basically said, "Well that 

kind of process isn't acceptable to us but we're willing to work the 

legislative process to get something right." Now we go back and we say, 

"OK, how does State involvement come into a BPA proposed bill. II Earl and ,-"' 



I and Sterling recognized there had to be some kind of State involvement 

in the planning process and there had to be some way of making that 

process come to some reasonable result. So, in the initial bill that was 

proposed by Senator Jackson, there was a board, there was a Board of 

Directors~~~at Board of Directors as we had initially proposed it was, 

I think, four members from the four States plus the Administrator~~e 
Administrator was sitting in a position to be a vetoer o~any action by 

the States that he believed was inconsistent with the Federal Statutory 

~ndate that he had. 

. They didn't want the 

That proposal did not wa~dl .we] L wJJ;.h.. tl;u~ ~tatY..s . .., ... 

Bonneville Administrator to become the energy czar of 

the Region and they were very offended by that kind of Federal control,<; 

they went back to work trying to come up with their own kind of local 

control proposals.~~ went through a major evolution in trying to get 

some kind of proposal from the four States that would be a unified 

approach that would also wash from a Federal 

was that that process dragged on longer than 

standpointl~'{he end result 
H-Lo~ ~~(~ 

probably any of the others~in 

getting some kind of final agreement as to what kind of representation 

each State would have on the Board. There was, of course, the argument by 

the State of Washington that they being the most populous State would have 

the right to have more members.~~en there was the fear by the smaller 
.~ 

States that somehow or another that tJla.t. representation, a minority 

representation was worth nothing to them if Washington was larger,~~~~ 

evo 1 ved into the !;iaht. me~b=::,_,":~;::~;,~::l}_< wh~~s s.~:':E2:~~H'Y~l.:1_t.t~.Y.=.-~~~"x-2!. 

getting around an obstinate single State in terms oJ _pJa1J,I),i;Qg.Q!lJ~,-'y,Qll 
~--~"'~'~-"""""-:~"""'-,"""'I'",,,,,,,,,,"."".'~"I'!!"'.~.-,.,.~ .... ,-~-...... -."~ .• ;-.--, .. "\'\~.,..-.:"',, . ...-~~.--.~--•. '~.- ........ -.,......., - - - - . "" -

don I th. eY.~"..a.-liZ.8;y:.....af .. ..b.alting.a .. fore-ed ···resolution of-.problemsthrou.gh".a. --_. 



Q: How did that kind of a change come about? Who was the prime pusher? Was 

the State of Oregon or just how did it happen? 

A: Well the major player and the most interested player in that process was 

the State of Oregon. They became the focal point. They took it upon 
• 

themselves to work to reach some reasonable compromise with the States of 

Washington and Oregon and Montana and Idaho. ~hey took the lead. Roy 

Hemmingway was kind of the ambassador of both Bob Staub when he was 

Governor and then once Vic Atiyeh came on board, he represented Vic Atiyeh 

in that negotiation process and deserves much credit in terms of trying to 

keep those interests focused on a single direction. 

Q: Sterling said that he favored a stronger Regional Council than ultimately 

occurred. He wanted a group that would direct at Bonneville to do certain 

things and what they ended up with was a Regional Council which he said in 

which Bonneville and the Council checked and balanced one another. Was 

that done by intent or simply as a result of the arrangement that was made? 

A: No, it was done as a satisfaction of a whole bunch of constraints that the 
u-tr./1e!l.J F~ ~d-,,,;.s 

Federal Constitution puts on State~oards~A Federal Agency can't be 

governed by a State appointed body. It has to be governed by a Federally 

appointed body. So the first proposal that" we made was that each of the 

member would be appointed by the Secretary of Energy,~~e Secretary of 
~~ 

Energy would make those appointments from a list provided him by the 

Governors of the relevant States. That was not acceptable to Oregon, 

particularly. They were worried that if there was a Democrat President 

and a Republican Governor that all the Republican Governor would get would 



~I- r6 h~ "'--v---) 
he qualified Democrats. They were worried thatl(that would inhibit close 

cooperation between the State and the bodYr~~n there was the TVA 

experience which is essentially a Federal appointed body\aae~ey usually 

try and appoint people who reside in the Tennessee Valley to the Board but 
- ~ 

there isn't a requirement of that~~ there was a great deal of fear that 

a similar kind of board would evolve that listens to no one except their 

own interest so they were worried. 

Q: Don't you characterize the present arrangement as a check and balance 

arrangement? 

A: Yes. I don't think there was the intention that it be a check and balance 

arrangement as far as the States were concerned but I don't think that the 

Federal Law would let them have anything better. 

Q: Well, in the press there's been a great deal of, as it finally worked out, 

a great deal of discussion as to what the relationship is betwee~ the, and 

even among the Council Members, as to what the relationship is between 

Bonneville. I think the initial Chairman was of the view that the Council 

was the Board of Directors for the Bonneville Power Administration, 

directing them although the authorities contained in the Act certainly 

didn't allow for other interpretations. How did you view the way it 

evolved so far? 

A: Well, first of all that argument isn't over yet. The Council believes 
o l-,I f 'I I h-'1l ~<.j. -­

that ±£4li1 ! 1& a more direct link with Bonneville as far as ..ofMase:-i or the 

ability to tell Bonneville what's going to happen, is essential to their 



mission. The way the Council had to evolve because of the Constitutional 

-- t-_ ~ --r '" 
limitations~was that it could only be a check and balance ~~ vould 

have immense political clout but little direct authority to tell the 

Administrator what to do. The AdministratQt has to, in accordance with 
.. 4< "'* ... _ .. 

Federal Law, has to have the ability to act in spite of_.!l __ ~~~ati~~ _---------__ ... __ ~ __ ...,..~.--,,--' ... "'~""''''. __ ----n---~----~ 
Council, i.e. he has !!::. o~~~E.:'~ .. ~~~.;.l ~m •• !=h~ .r~~!",~~l!!.l!~Jl.t~ 
interests in the Region and the Council's rights are pretty limited ... If 
________ .....;., ....;;." .. ..-.......... -~-.,..~'-....... ~~1~-""'-•• '~ __ t __ "'"""!-...-.. ,." .... -----"'" , ill 

the Administrator can get the Congress's agreement that his actions are 
~ k-- (lrIU-1 I-J ........-Iv (j\.. ~, 

appropriate~~t no Administrator in his right mind would want to go back 

to Congress until he had exhausted every chance of trying to get a 
~lcS 

compromise acceptable to Council. ~ if you were trying to site a plant 

and the plant was not acceptable to the Council as a whole, going back to 

the Congress and asking Congress to validate the Administrator's decision 
"ftl-l-....~~ 

is a pretty chancey political~. I just don't think that it would 

work but the Council is not satisfied with that kind of limitation. They 

would much prefer to have the Administrator do what they ask him to do. 

Q: Well isn't the authority of the Council confined to two areas? One, a 

clause in the Regional Act that says they have the authority to plan new 

generation and secondly, authority to carry out a fish program. Isn't 

that in itself ~omething of a limitation? 

A: Even the authority to carry out a fish program is an over-statement. They 

have a right to propose plans for both power acquisitions for the system 

including major emphasis on conservation and then the second area is they 

have a specific obligation to produce a fisheries plan which is very 

persuasive to the Federal Agencies acting in that area. Bonneville, the 



Corps, the Bureau, but also FERC and other parties regarding restoration 

of fish runs on the Columbia, particularly. Wildlife and resident fish, 

of course, are part of that plan but the major emphasis was try to figure 

out a way to stop the decline in fisheries' on the Columbia. 

Q: But in the plan they proposed to the Bonneville Power Administration, the 

Administrator has the right to reject that plan if he can stand the 

political heat of the rejection. Isn't that true? 

A: The Administrator has the obligation to implement that plan to the extent 

that it is consistent with his other obligations. He has an obligation to 

provide an adequate power supply at costs which are reasonable as far as 

the loads are concerned.~~ has an obligation to provide a Federal 

budget to the Congress through the Administration which is inclusive of 

his whole program,~ f[sheries for the first time is part of that program 

and because it's very specifically carried out in Section 4H of the Act. 

~ obligations of the Administrator are very specific rather than general 

in terms of carrying that plan out. But you can say that the Regional 

Power Plan, with a little bit different kind of statutory emphasis is a 
-r.:> n.J- a 

similar obligation ~the AdID1nistrator as far as the Corps of Engineers 

and the Bureau and FERc~concerned,~e Regional Power Plan has a little 

different kind of emphasis but I'd remind you that the question of whether 

a resource is acceptable for Regional use or acquisition by Bonneville is 

something that FERC would have to look at in siting a hydro resource for 
1W. r p.r" re A: ~ ",,, /, "" 

utility expecting to sell ~ to Bonneville. f 



Q: Let me go back to a chronological approach' for a moment. In the first 

try, this was the Bill that allegedly was drafted on Senator Jackson's 

kitchen table although that I'm told that coffee was had on the kitchen 

table and the Bill was actually drafted in the den. Just for the 

historical record. What of those elements are included or covered in the 

12 principals that were the forerunner of the introduction of the Bill and 

then which of these elements were in the Bill itself? 

A: OK, the question is which came first, the principals or the Bill? 

Actually, Gene, the ... 

Q: The principals were based on the Bill. 

A: The principals were present in the drafting of the Bill in a more esoteric -/ 

way. Factually, most of those principals had been honed out through the 
yosa¥ t;;:. I illS.. II - • _~_ ... .,.... •• ~I" .. , '1" _ .... "* .... ....,.,.,:,:;(-.--~-. ..,.' ....... """'_l' __ oor:......--.~_ ... ~ 

C 
PNUCC negotiations and the discussions th~;,."~e ..... 2.~~~,.A~L,:tJ!~ .. Regip~ to 
.... 'n ..... a , t"'<H'~ ~".e __ "",~,~-",,,.,,,,,,,~--·~<·,,,,,,*.v·-.~~';~'~ 

some extent had been articulated one way or another when we were 

presenting what we thought the legislation had to encompass in the Region. 

~ Earl and I were out talking to the various interest groups, 

talking about what we thought legislation ought to include after Sterling 

came here, trying to sell the ideas and what we thought was wrong in the 

PNUCC instance and why it didn't sell and trying to convince say, Bill 
f\v\~ \ I 
IknbeFg that we were on the right track. lie articulated many of those 

principals in that process. OK. So, those principals weren't new but we 

didn't have those principals in written form until we drafted the 
L •. J~ ~ i,p~.c;.I~ 

legislation.Q~ it wae arafted. OK. So'-~ wks number one. Then, as we 

went through the legislative process and the emphasis changed, I don't 



think any of those, I'd have to go back and look at each of those 

principals but I doubt that any of those were violated per se. I think 

that in things like the Regional Council ~the~sts ~m a 

Federally appointed body to a State controlled body.evolved through that 

legislative process •.. j'J:J:ie eftaRges tl:4ato \~QrQ QQcessar;y tg a~kQmpl jsll waa:t 

tit\; ~taLes w8nCet1, W. spent a lot of time spinning wheels about the way 

the Council would be formed. I spent some time trying to get. together 

with some political scientists including one of the present members from 

Washington. 

Q: Well the point Larry was simply this, the principal change from the PNUCC 

Bill to the first Bill introduced by Senator Jackson that some described 

as the BPA Bill, was the addition of a Regional Council. 
s • ....... i¢¢aW. 

A: That's correct and ,a heav~ .. ~..m..p.J::a~is on conservation. We really put 
i'_"_""'Ii"O"~'!'~ 

conservation up . . . . 

Q: Was the Conservation Renewables Clause in that first Bill? 

A: In a different way, yes. We tuned it up some in the process but the idea 

of making conservation the first alternative was in the first . . . . 

Q: OK, that Bill I don't think made it through the Senate before the term 

closed nor did it get anywhere in the House. 

A: That's correct. We had one hearing in the House. we had no Senate 

hearings. 



Q: OK, then you come back in the next session of the Congress with some 

concern that Congressman Meads would be gone because he was not planning 

to seek re-election and so there was a second bill. How did that second 

Bill differ or come to differ in the legislative process from the previous 

BPA Bill or Jackson Bill? 

A: Well, one of the big issues that had to be settled was the.guestion o~ 

whether or not our allegation that the 

rea 11,)" a prom;i.§~ j Xl~ tbe,...B4J.J. I ~h_ .. e_.r ... e;;....;w~a;;.:s;;.._a;;;....;;;.lo;;.t.:;.._O:;..;;;.f_d.::;:.,;:;iS;;;,..;.?;;;U;;;.~;;:.s..:;;~.;:;?;;.;,r:-;...,..:;;~;.;;b..;<?...;;1!;.;t......;;h ... o .... '!. 

you would assure the publics that the costs of the Bill would b~~ ... .. .-. -- ~;:;r-,:::{T-' ... '.--
than if there were no legislationLa8 ~~were given that task, i.e. to go - ____ -!I!II ... ~.....,"'"',.., '" --~"*'" 
back to the public agencies and try and negotiate some kind of a cap, a 

fate lidwh~c~~.~oul.2. b~. acc!u~l;.~b to. theEubVS;~IIIfi~ld assure them 

that what we had said in principal was in fact part of the legislation and 

a mandate to Bonneville. And so, we went through that process in the 

winter between sessions of the Congress. 

Q: How in the world did you devise a means by which you thought you could 

test something that did not exist? 

A: Well, first of all you have to understand that what I had suggested to the 

public agencies was that we should put some general statement in the 

legislation saying that the rates that the public agencies would pay would 

be no higher than would have existed had there not been legislation. That 



w~~ located within or next to existing public agencies and would be 

fairlY~~ a compromise that everybody accepted or at least, the 

leaders of the public agencies accepted that theory. They said those 

would be their loads if in fact we didn't have legislation. So, they'd 

accepted that. So we said then, "What is it that would give you more 

confidence that Bonneville wasn't throwing in factors that you hadn't 

considered?" For instance, one of the things they were worried about was 

that if the rates got close that Bonneville would hypothetically say that 

:&~:aPA-would have been formed had there not been a 

was, 

legislative act,~\that 
C i1."L()Y \?\.eS 

of course, something they weren't willing to admit,~ ~ wanted to .. 
... sure that whatever the list included, it didn't incl~de D~Aas one make 

of the hypothetical loads that would be a load that would have existedl~ -----------______________ ~ ______________ ~ ___________ 4 ____ ._~~ __ . _____ ~ _____ ._._~i_._P ___ .. 
Larry Cable from the Schwaby so rrre ended up going thrpueb tbj s. 

Williamson law firm was adamant that he had to have a list which was a 

specific list. And so we ended up with the list that's in Section 7.B.2 

as a compromise worked out first of all with people like Larry Cable but 

finally with the Public Power Council. 

Q: You're familiar with the difficulties that have gone into Bonneville's 

effort to apply the rate test and devise a formula for applying the rate 

test. Was that all contemplated? 

A: First of all, my choice would have been not to mention it; secondly, it 

would have been the more general test and lastly, accepting an articulated 

list was something that we didn't necessarily relish because we knew that 

even the best list would be debatable in the future. We knew that. We 

wanted to keep as much discretion in the Administrator as we could in that 



list and we did as much as we cpuld but the list is really pretty well 

tied down. The application of~ a~e way that Bonneville 

administratively proceeded may be debatable but I think that the law is 

probably as tight as it can be without destroying the economics of the Act. 

Q: How about the last and the fourth, the successful try? I think the 

A: 

principal element of that in that Bill would have been A) the adjustments 

in the Regional Council and second, the Fisheries Amendments depended on 

the House side. What were the principal arguments there? 

Well first of all, we knew we were going to get some fish late in the 

game. We didn't realize that the Fisheries Agencies were going to make a 

major Ctufn~ 
press until~ ingt4 came out and spent some time out here talking 

about fisheries interests and what ought to be accomplished in the Bill/ 

~ Jnbeknownst to us, the State Fisheries interests had been getting 

together to try and figure out a way to get some kind Of~ng of the 

fisheries problems in the Bill. When that happened, we were hopeful that 

we could do something similar to what we hoped we could do with the 

publics. Kind of a general reference that Bonneville was authorized to 

provide assistance to Fisheries to the extent that the Federal System 

particularly had caused damage to fish runs,~ ~ve Bonneville some 

latitude that it didn't have under its existing authority to provide help# 

where runs could be enhanced and get the pressure off the operations of 

the dams. But, as it evolved, the Fisheries interests were much more 

serious than that and they were probably for the first time in their lives 

organized together to accomplish something. There was a unity of purpose 

and we ended up with a very heavy Fisheries negotiation which as the 
.. 



record will show, almost derailed the Bill once again. We had basically -
settled the political issues as far as a Councilor at least had given the 

States the latitude to develop the Council to their liking, we had tried 

to close up the question of rate for the public agencies by adopting the 

compromises that exist in Section 7 regarding public agency rates and~ 

~eLe pLeLLy m~ economic bargain which we had struck right at the 

beginning had held. The idea of the exchange and what have you was not in 

trouble, but Fisheries because it was such a problem for the Mid-Columbia 

PUDs particularly was a very decisive issue, in fact, when we went in to 

get final passage we still had at least one PUD opposing the Bill on the 
V't.-~ ~ J ~,}- A-

ground of the Fisheries provisions which va .... very difficult process. 

Q: Which PUD? 

~ C~ lA..&A' ~ t \ Ss J L-

A: That was Douglas PUD. And they took i!(* to the APPA Convention as a <reason 
~_ &t.S '- recy...\}-

for APPA to oppose the legislation\~APPA Legislative Committee~had 

recommended against the legiSlation(eftd~ had to go through a very 

harrowing floor fight to keep from having APPA recommend against the 

legislation and it was all based on Fisheries. Fisheries was such a heavy 

issue. 

Q: But it did pass. Ding,! got pretty much what he wanted although there 

were changes in the House Interior Committee that moderated what he wanted 

somewhat. But, nevertheless, in the language on final passage, statement 

by Congressman Dingle interpreting what it was that he had done, he 

basically said that the purpose of the Fisheries Provision was to restore 

the runs to a point where they had been prior to the Dams. On the other 



hand, when it went to final passage on the Senator side, Senator McClure 

said, liThe purpose of this Bill is not to take us beyond yesterday one 

iota. The purpose is to enhance the Fishery to the extent that we can 

here on out." How do you interpret the conflicts in interpretation or 

have they ever gone to court or how has that resolved itself? 

A: Well, first of all, neither one was right. That we tried mightily not to 

re-invent the wheel and not try and create goals that were impossible to 

maintain on the river. There isn't any question that the Darns have had 

some effect on fish runsl~~ry had shown that ultimately there ,_. _L . 
t-t-~ r.JJl/.....f' '0"" ..... ......., 

was going to be a major collision between power and fisheries~nd it had 

to be addressed. At least I had accepted that as a premise and was 

willing to work with the Fisheries Agencies to corne up with something that 

would be positive in terms of getting rid of that conflict. Whether I was 

naive or not will be tested later onltta th~ :b~w..i,J ... J;J,ad l!Ui§ that .. 
~ltimately there was jo£!:1 to be a head on.~~,!2:~.:! __ 2!;~,~:~,,":!~~::!d da!!!.. 

mainly because the runs on the Golumbia River were declining at such a 

rapid rate. There was just no arguing that something, had to ba gQa~~t. _ .. M'I iii 

those runs were going to be preservedl~ I didn1t believe thal i& waa-_ fi ~ 

Rolitically or probably legally possible for the GoveIPWent tQ igpg.e tbik 

~ollision~~ Therefore, the Corps and the Bur.e~~ ,~,~.,~~~e.x.~.U.~Llt~klJ. verr- \ ' 
restricted a~ilities, w:;e-;c~~~~~"~~~:"::-d:a1 with that ~~~l~: I~I l.~ t\l~ 

aD """lD:'*",* , DB W eli!'. _,$ hA;::&4Mt;<¥461f1j&$ .. C¢ ... lJ,...., ... A4iNt·.~'f[J.tPlt : _as , UtU 

felt like addressing that issue in the legislation was correct but, as you 

went through that process of getting that legislative issue addressed 

correctly, you had people, particularly the Mid-Columbia utilities who 

believed that they could work FERC to be their captive and they didn't 

want FERC . . . 



Q: P~RC meaning? 

A: Federal Energy Regulatory Commission. 

Q: What relationship do they have to fish? 

A: They grant licenses to projects on the Columbia River and those licenses 

include provisions for the protection of fish and most of the utilities 

believe that FERC was not friendly to fish. That they believe that they 

were in there, that FERC thought its first mission was to provide energy 

sources and fish was a secondary matter. The laws might have been written 

one way but the interpretation through time was that the examiners for 

FERC were not always very willing to listen to the Fisheries interestsl~ 

.the States and ~ch of the States, as far as Fisheries interests were 

concerned, had conflicting views so you had a situation where they were 

not unified. All of a sudden we had legislation where they came 

together. They decided what they really wanted out of the legislation and 

they had a strong proponent in Congressman Ding~k and Dave Fi~gan, his 

assistant. The result was that when we got 0~t.9fJ;;be."GQ!PQlex:c,eCoQlmit,~ 
.... ua4A& . ___ .' -. - l!tH_'-'_~"_ 

we got a lot more fish than we should have. Johnpingleis a ¥~tI. ...... 

legislation that were essentially things that would kill the Bill . 
.... ----. _¥.~~~I':t"""_"':'1''""''''''="*"",,''''-:-''',.''''--'''I'"_.,_,,,.~~ '~'.i":!~"'~-""~-~.'~"_'_. ~.'." __ "-~1""~"_"« . ,"" ___ _ ._.-.._~ ..... "'*"' .... "'-.. __ ----.... -~~-"'""!~.r_ ..... ..,.,.. 

Q: And yet, was it not left in the hands of the Regional Council to A) 

propose a Fish Plan and secondly, is it not up to the Bonneville 

Administrator to decide whether the Fish Plan comports with the other 

requirements of the Bonneville Power Administration? So, is there not a 



final check on something that goes too far in the Bonneville Power 

Administration? 

A: Well, you forget that the Fish Plan impacts more than just Bonneville. It 

impacts FERC. It is a mandate that FERC, in reviewing its licensing 

process, take into account the Council's Fish Plan so that if there is 

some addition or change that the Council believes is necessary to a 

Mid-Columbia project, it proposes it in its plan and FERC, in reviewing an 

Amendment to the License or a Request for an Amendment, has to take into 

account that plan. It doesn't have to adopt it because it is still a 

Federal body who has its right to make its own determinations, but it has 

to face those issues in a more formal way than it's had to when the State 

agencies have gone back before FERC and asked for changes in the license. 

Q: Well, I understand that but still it's up to the Bonneville Power 

Administration to provide the money out of the revenues, the sale of power 

from the Federal System to finance such a Plan. 

A: Not a1l of the financing is done by the Bonneville Power Administration. 

If it's a project specific kind of funding like if there's a need for a 

change in the fish ladders at Rocky Reach Dam, owned by Chelam PUD, Chel~ 

PUD is 
t(" \ ~ 'i'r- IJ 'e. , 

obligated to pay~that~unless you re trying to address a non-project 

specific kind of harm.eoe the 8!tl!nfCr is tIo. No, it's much more far 

of Engineers or the Bureau of Reclamation who has to decide. Bonneville's -



~bligation may be to provide some ~unds but ~eneralf~ spea~ina! that's t~ 

obligation of the entity I s who own the pro jes;;ts. A~ tar as o\?erating .. the .......... 
river, Bonneville's implications are a lot more in that Bonneville has 

some control over the ability to run the Dams when fish are going by and 

what have you and planned reserves and that sort of thing. The Corps and 

the Bureau are also involved in that process. 

END OF TAPE 

(WP-SWHW-0247Q) 



Larry Hittle - Tape 3 

Q: Larry, what was the money deal? 

A: Well the~oney deal was, 01 course, that the DSls would pay somewhat 

higher rates to be in the arrangementl~~sentiallY, the dollars that. 

were involved were translatable, I think into an amou 

exceed $100,000,000 transfer net over the first fine YQar. sf tae A6t 

Again, you have to go back and look at the Senate Report and you can do . 
the math, but the transfer was livable as far as the DSls were concerned ..... 
assuming a good aluminum market. Now. one of the things that's happened -
has been that the aluminum market has just gone all to hell. The second 

k , 

thing that's happened is the estimated costs by the pr~ates, which were 

rather moderate have ended up being quite high and the amount of money 
Clllfl1_lfW4Auzxaw;;t • 

t~at was bein§ transferred betweeq. the,Rarties und~F. the f.~itial. 

negotiation of that agreement ended up being horrible,~ ~ere was no way 
l _ at, ....... ... 

that you could keep an economic balance on the kinds of economic numbers 

that were corning out. 

Q: Do you think the kinds of rate arrangements that were made over the last 

year are justified in view of the higher figures of the investor-owned 

utilities and in view of the fact that the aluminum market's gone to hell. 

A: I can't make a specific comment on the justice of the actual changes 
-t'" A.Jvrt-.'t' ~£.j£.,k..-- c~d" ~ L,IoI)'-) 
~because I didn't follow them that close. Something had to be done. 



to kill off the aluminum industn1,., The aluminum iudustry wasn't going to 
r ~-

stay. That would end UP raising everxbody's rate 4 ,... 

Q: Is it truly the goose that laid the golden egg? 

A: It once was. I'm afraid that the economics of our time probably are 

making it less and less the goose that laid the golden egg. I suspect 

that the Region is going to be fighting very hard to try and keep that 

industry viable and there's probably more concessions that are going to 

have to be made if we want to keep it. Now, whether we keep it or not is 

another matter. 

Q: Well, I've been told by one fellow who was a high-ranking official in the 

Bonneville Power Administration and a public power man that there has 

never been a thorough Bonneville study of whether or not it is a benefit, 

at this time, to continue to have the direct service industries in the 

Region. 

A: Well, obviously, he hasn't been reading the load statistics in the 

Northwest and in the Southwest or he wouldn't make that comment. 

Certainly, at the time that the Act was passed, the issue of whether ~~. ~J 

was worthwhile or not was settled with regard to the economic settleme~~ A~t. 
/."' 
that the publics recognize they had to deal with it and the privates 

recognize they had to deal with it and the industries that accepted some 

concession as far as costs are concerned. When you go into a period of 

severe economic depression as we have and the constraints and the issues 



kind of turn over on you, there's a difference in the value of the 

industry. Instead of the industry being something that people would put 

up with on a planning base and let them live out another 20 years as 

against whether or not you need them, has absolutely changed. Now, the 

Northwest power economy is dependent on a surviving aluminum load, at 

least through the next 10, 12, 13 years. After that it may be debatable 

whether they are worth keeping or not, but I don't think that's a 

determination that any of us have a right to make on our own. It, again, 

becomes a question of economic viability of the Region. ~~d~ay 
"-

or may not be valuable to this Region but it would be stupid for anybody 

to sit down and foreclose it's existence at the end of 10 or 12 years .... 

1~~ suspect that some peoPl~~:Othat kind of judgment. I hear that from 

some of the Council Members, for instance. I think that they are just 

~k 
plain ignorant if they start making those kinds of determinations~in 

advance. We don't know where this Northwest economy is going and we have 

no basis for throwing away viable industry right now. This Region needs 

diversity. 

Q: Well, let me ask you that question in reverse. We had a situation where 

Earl Gjelde announced little over two years ago, little over three years, 

it's been a long time now, three years ago anyway, that we were going to 

sign a contract, that we were prepared to sign a contract with Alumax and 

there was a hew and cry in this Region that resounded allover the place. 

We were believed to be in deficit at that time. However, in 1982 we began 

to use different kind of load forecasting methodology and as a result, the 

load forecasts have dropped. Now we have surpluses forecast for the next 

15 years or so and yet it is my understanding that we have, in our 



proposed contract with Alumax, prior to the time they decided not to 

build, thrown every road block possible in the way to them signing such a 

contract. Does that make sense? 

A: Well, I don't know that the expression that we threw every road block in 

possible is accurate but, I think, that in view of the time that the 

Alumax negotiations were going on, that we ~a, ne were a r±ttle bit 

c,.,... l'" 0 '-IJ ~ \Ll 
lacking iR taQ ~118e~eable'ef what the market was doing,~~erhaps, if 

we had it to do over again, if we could have gotten a firm commitment to 
~~Iv~k.,..-> 

start construction of that plant~ it would have been a major asset to the 

Region to have that kind of economic commitment.~ever, if you look at 

what's happened last couple, three years, there aren't very many people 

now constructing new aluminum plants anYWhere.~ economics of the 

best deal that Bonneville could make are probably less than what could be 

~ 8P4s 
obtained in say Canada or in Brazil • .Jo I doubt that in the end that that 

~~~~iI~~ 
process stopped a real investment~ On the other hand, reacting on a 

timely basis to those kinds of economic signs is something that 

Bonneville's got to do better. 

Q: Let me ask you one last question related to the Regional Power Act. In 

view of the fact that the Regional Act was predicated on the notion that 

there was a deficit prospective in the Region for an extended period of 

time and that the provisions of the Bill were drafted in accordance with 

that thought and in 1982 that changes and there is now a surplus forecast 

for the foreseeable future, what would you view the half life of the 

Regional Power Act to be in the event of those things? 



A: I'm not exactly sure I understand half life. I think that something to~ 

retain Bonneville's viability in the planning process had to be done and 
~ C~ , -' _ '''~k'''''''''''_''_'''_'''-'-_~'_" ___ ,, W 1< ..."". 

t:erefor~_~:nd_~~~~~.~~at th.:.J.:[~~~.::.!.~s.~,~EL~~~e~!l~~':;: .~ven 

in the f.s~,L.a . ..s.i.tua.t.iQn-whex.a. . .w~~urplus. I think that times are 
--- - ...... -h.P... .. 

changing and we're going to have to react to them differently:~t we did , 
;:t~~ 

not have a Regional basis for planning in terms of power planning ~ I 
__ ---..... --.-~ ... --____ ._""'_.__"'_, ... _ ..... _. __ " • ..,""."''"'' .• ''_._" ."'.f~...,,'''''''.: ..... '''_"'U\<_''',. __ ~ 

think the utility business itself is changing rapidly and you need some 

kind of Regional consensus or validation or whatever you want to call it 

for the changing methodologies of planning.~~rtainly Bonneville, 

without some kind of Regional representation, couldn't do that. 

Bonneville should be the activists in the process however. Bonneville 

ought to be the proposer and also the disposer, i.e. it should view its 

role with the Council as a friendly conspirator to try and come up with 

better ways of meeting Regional Power loads. 

Q: Well, how about the other principal elements? Rate disparity was 

addressed by the average system cost methodology and the exchange 

agreement, heavy on conservation renewables and then whatever came after, 

the Bonneville Purchase Authority. Those things aren't really needed in 

the face of deficits, are they? 

A: Well, I would tend to say that, first of all, you don't have to have a 

very strong conservation program when you're surplus and resources. If 
____ --~~,"f. . "',' ........ 

you don't have a load to build for you don't build the resources so 

logically that should be a push, not a major issue. I think that Peter 

and Bonneville have done a pretty good job of cutting that program back to 

sustaining levels and I don't think they're spending dollars that don't 

:: 



result in some sort of return ultimately. Maybe we're paying a little bit 

early for a benefit later. Th~ Exchange) I tpin~.J #. was just a way 2£ 

synthesizing those D~I leads jnte thli Regional lQ\ild R;i.~!.y'r.~~~_~~ bein2.. 
~ "-~ p('l'1 

o!pha.,!lA... Now, I think the Council wants to make them (l0rphans but I think 

~~7~ they're wrong. I think they just as viable from an industrial 

standpoint as Weyerhaeuser or any of the other large electrical users in 
~.,~....t fL...........s 

the Region. So, they should be included in~one way or another and (4'~v.\ 
.K1 .• ...-A &. ~ ~ ), ..... ..{ ~hs 
'\~"Bonneville~was the way that they were included. I think ~ 

appropriate. They could have been included as customers of the public 

agencies. I think there would be less usefulness in the way that those 

load work with the Regional Power System. 

Q: Let me change horses and go back to something we discussed in the earlier 

interview. I've been told that the hydrothermal power program was less of 

a plan; we always presented in our public relations as a plan, but it was 

more of an umbrella than a plan. It was merely a way to get a lot of 

things that other people were doing under one roof and treating it as a 

plan. How about the first of those plans, Centralia? 

was a manifestation of a great personality. Bernie Gol:i.r;.a.!l:IllIer .. Wa,~~.31.V:~XY: .• 

optimistic and very positive kind of person in terms ofp~~~r, pl"!!l:pJ,ng,.and 

~.~!n~_~~~~~=~~.~~~"l .. ~ti,~!_~~:.~~.~.}!: wf:}s ebullient. He was a person who 
cu:r 

could convince people to do good andkagainst their instincts sometimes, so 

Bernie was a PR man I s dream. Bernie would characterize things aJl".pJJUlS.. 
-----~>-, .... ~~.-~::;:f·k,.· ........ ,., .' .... ' .' 

that were purely Bernie's .. ?o.<:>? .sens.:!.~l* .... ~on.Udence that, he<:()!ll~:L 
c::'~-~~-~~:~'~:~=~~'~ d~ing the right thing ,8ftd ft was that kind of 



confederation, a well-led confederation that was evolving in the Northwest 
Pr~~ It-...... -h;, b...... '> .. ( ..,)'-G A 

with or without a plan. T~e qM;B!ien W~egio~ h~~, ~o ~~a~ge __ ~~er t~_ 

thermal resources. Bernie wante~_ to creat:.c!.' ... ,~~':=~~C;l ~'!l.,2!_doin.b 

that. If he could do that through all good fellows get~~ng t9&~~£~~B. 
----------------'----.,"I""d·z,:;";~-;--·-

enjoying o~ther, he would prefer that~because he didn't like to make 
4..,...~_-..I ,. _ 

people believe he was dominating them from a Federal level even though h~ -- _ . _' _____ . ___ ,.-. ___ ,- _____ ,~ .. _ .... " .... __ ._. __ ,~'"_.""''"'',~ ....... -.;-.~~.,,,' ... _'t'>_, ... -._.~''._.' .. '.'~-~ .. -.~"."....~ 

had enough clout that he could do that in many cases. The Coordination 
... 1 --,..-"""'-~-.... ~-.... ,.-"'.-'''.-.~ .... ,~-'-.-I<'''.",., 

Agreement was kind of one of those things. But looking at it from that 

standpoint, the question was what did we come together with. Well, I 

plan but, when t~_:.~,e.!~~!!t~, ~_te.~~~!4."...lt-)~,J:~1!):'tedwithout-llonne.v,ille.,.in..maay 
, . . ~.~ ." 

o.rj~l.ly" --Bu~,~~~,.;~2!.~~.!h~J~k!l;~-of ._~§gHrc~ful kind, of peraQAv.he.. 

was, looked at the Centralia project and the prpblems .hewas,haying,..;in. 
~~..,.~<II'_~..,...".,.,... ...... ~''''-•. --.• ~..-"'' ."'d •• .,t'<.....-..-.-"" ..... ~,·' ... d~"·--·~_~·,.,.r.'-\.'·.·~·· 

was going to be very low cost and said, "If I can c9gViD.<;:~.p_aI::,Hic,Pow.er".4 
~~_' ..... --.:. ~ ~ •• ,~ ___ ~ __ .. ~_ •• ~-""_"-"_ .• _ , .. _~._ - .. _~~~. -.,~.,t'*'" 

Light Company and Washington Water]QW~r.Compc;l.I;l.y to . take on. some,,,,, 
.-;r ..... "' ... "' .. .- "".."T, cit .,' _ •• - " T •• ., ,~ •• ",.,.-, 

two unit project to be constructed almost immediately rather. than dOingjt 

in stages, then that project has a lot of viability and will look like a _ .. ,-,-_ .. _ .... ".. ._' '. 

R'!9!-~II:C3:J..p.l::.qj:1t.~ And so. Bernie went to Pacif ~c Power & Light Co~pany 
~~'''-I'' .~ .pi"l.1-f·-l!l." {~_.".~4.:" ~~ .. !"-~~~, .,.~..J-~ i2,J:. 

and se:ia, ~e1:l ve got to take on some puh1J:tLagency cU1!ltelD€A and help us ' 
~ ~,13~A ~ h ""'r'QI,+,,~( 

s~cure-·a'poweT'· supply for ten years for CVP to meet.llli!jL- obligation to CVP 

and of the risk in the early 

part mainly because we're slipping projects. At that time, Lyndon 
-r,,,>c ... tf ·1 

Johnsonfs guns and butter program was in deep trouble~nd Bernie was able 



"$' ~ I,d-~ I,..., 
to convert the Centralia project into kind of ~ ~Qvie~ af some of his 

commitments and also make kind of a Regional project out of Centralia. 

But, it was not proposed at 

It was well under way~ 
a formal Hydrothermal Power Program. 

lAJ~~~t . . 

~f time Bernie co-opted that into a Regional project and the 

Hydrothermal Power Program was coming up about the same time. So, that's 

how it happened. 

Q: How about Trojan? 

A: Well, again, by this time, Russ Richmond was having regular JPPC meetings, 

Joint Power Planning Council meetings, at which time the whole idea of 

hydrothermal was being discussed in great, grand terms and everybody was 

aware that Portland General had bought a site up on the Columbia River and 

was looking at building a plant.~ut the assumption was that they were 

holding it in cold storage to react to a more Regional kind of processt~ 

~e answer was that they came to those mee-:.!ngs and talked in &F.wW te,PQ,s 

about the Hydrothermal Power Program with Russ Richmond but~~ it Game 
__ ----___ ----. __ ",,,,,,,,_",,,,,,,,,,!,,,,,,!<_~-.,.c<t-·-·,, .. ·c.-'l'''''''~-'''-''''''''''~*'' »\ -.... ~- ~ 

time to announce the project they didn't tell Russ R.ich~:r;,~_!!.:.;X_~t~:~.t went 
• !I ____ ~...,. ... ~-..·~"'~.~--~~·"''''''1-,.,..,....;.· ........ j('r .... -~~''·~~,..· . 

great, grand scheme and Port land Gene.~!:.~_ .. ~~~C;!.~i_<:~g_~~~J,_)!..:qJ:r.~kllQ.~,,;t.,Q,. 
... _I" __ ~~~."'-1."''''-'''''''''''''!'!:::''111::'':'''''''_e''-:'''~''''-''''''t-''·:·'''~''··': """'~"" 

him, was announcing that they were going flat out ahead on a new project, 
- ... Il0l ., I~ ... ,. t ___ '~"""' __ """' ___ '_'~~~ .. ~"'_cr_-'_"'._'_"""_~"""'''''' __ ''_il'''''''' ._,<t<~"''''''''''';~'''''''''''''''''''''''-''''''''''''_~ 

which obviously had to be part of Russ Richmond's grand scheme. And that 

was the way planning was working in those days. Each utility was kind of .. --... A.'" __ ,...". 

Ylas bUil<!!,~g • .tQJ:,_e~allY_.the._.s.ame,,"lOad_gxowth_ .... -irhOSe plants were 

large and if Puget/:ower and Light Company, .... PUB9'to iiOls\la-d. j was going to 

very 



build a plant of the size that these were considered to be, they had to 

have some partners and yet they were going ahead and putting their name on 

plants that they didn't have partners for. Hydrothermal Power Program at 

least put some semblance of order in finding partners and finding ways to 

make use of the surplus power generated by somebody elses plant . 

Q: How was that the case at Trojan? 

A: Well, in the case of Trojan, first of all, you should go back and think 

about what was going on there in terms of the ultimate partners. The City 

of Eugene, again, in one of those great coordinated approaches, had put on 

the ballot in Eugene, a proposal to build its own nuclear plant in the 

valley. Byron Price, who was then ,General Manager, h~~~ ~~nd schem~ 

of thinking of himself as the power supplier to Bonnevill~'§ Q~ 
___ --------------.... 1>-----.,.,.' _"_... '41\ ,.-........... ~ 

was going to build that plant and he had successfully put that ballot 

measure on and got it passed by the City of Eugene so he had $215 or $220 

million he could spend on a nuke which was about the estimate of what it 

would cost to build a nuke. So, Byron said, "I'm going to go out and 

build me that plant." He, as he did every year, took his people back to 

the Wall Street and went back and said, "I've got a plan. ¥;' oe $J~e 

voters of Eugene have given me the authority issue $230 million worth of 

bonds to construct a nuclear plant and I'd like to finance it. How would 
____ • __ .. '"!_..--__ ,..~..,u ..... - ............ .,.~~-, ..... '.t .... ,,~,:__ •• = .. __ ?'._r.;_;..;;>t.~~; • .".·r,'--.......... .,. ... _"-"i.l,.~.~"""";;.;;o·,,_'t·_·"""'''''''''!f·.·' ... _:z:, __ ~"I."""":-,.w .. !H""""'~"«*"~~~~ ... 

you recommend I go about doing it?" Well, they said, "Let's look at your ______ ._v __ "'_M~ ___ - .... _,_ .............. ....-..-----"--... 

balance sheet, Byron and at your equity and look and see how much you 

could finance." And they went through and, of course, this was at the 

same time Centralia and Trojan were going on and they said, "~1 BX:r;2!:.z,,_!_..-



think we could probably finance about $20_~illi~n ~~_t~.~he rest of 
- . -----:-""'fI" ,,) t": !f":. ·r "-yt<) ""> ~ . 
it! ¥Qu don I t have enough equi tYI\ to finance that much j and you c an I t ...g.et"=" 
..... .... T _. I 'iii j,_ ...... 

c~are going to co~ince ~ You've got to find some way to 

finance it. II Well, Byron, .with a bia-r tiroppy !'"a:c:a comes whipping in to 
o. ( 

see Bernie Goldhammer and he says, "Bernie, I want to build a nuclear 

plant, I've got the authority and everything except I just can't finance 

it. 1I And Bernie says, "I've got a deal for you. You go over and work out ......... .._. ___ 0_____ _ ___ ~,_~_._ ... _. __ ,_".~ .... ""'_~_~..s_tJ 
something with Port land Genera 1. They need._~, partt;!~.~l .c.a:r:~,E..~.!~!!.<.:~ 

...... ----..~-.... ,- -"" 

that whole Plan{an their.;m load a,nd .!:o.::~:~~.~ :'.: .. will tak':.~-E?~::E.....~ ..... 
yo~ hands tta« 'f:~ :~~.~Ui~_!~~~t~th ~P~~':::::::.~:.~::!:?: .. ~.::"~~ 
participation later and we'll -fnt ! I ' .... part of th~.l!Y.d!:Q!.J!!}J:lIlAl..Exo.gr~," 
~ 'It will work ·::~~~::::·::~~;~:~v~~~e~~~·l~~~:~ide th~V'~;~~y that 

________ ._._t ... "", ___ '*' __ ... ,._ ..... '!III' .. _Wot~" __ - .... ,~"":~-_. ___ J'rl,....."*!"~_...........,~""' __ .¥ .... "'~ .. ,..,-,,~";<y • ..,...,-:".... 

will enable you to s'!'~L.!:1:!~J22E.9:~.P.y:_.e.p:t..~1:ing .. J.ut..p."_these.net,,,hi]] jng.. 
---- . -----. .,-~-- ~ 'h p" E. 
~!~~.e~~:_:..~~....!nd Byron says, "0~, t~:.:.::_ gr;.!~. II ..Jssrj he goes over "and 

of course Frank Warren is looking around for a partner ~<\bey end up 

working out a deal where Byron finances 30% of Trojan in exchange for 

Portland General Electric agreeing to be a 30% participant in the Eugene 

projectl~~f course, as that evolved, Eugene got into deep trouble and 

couldn't build thefi~ because their own v~teEs..t09l\. ~W8,y thei.r .... , 
I) rF: '''~ Ltl ~ ~ /.-,-. -~_I p".., 'J'-~ 

authority to participate in nukes later on~~~t evolved into the WPPSS 
~"""" ___ -",,".,. .... ~ .... "'~~ ___ "~"'" ~,_ .... ' """"""',.' .. ' -''''~ --",,-. "'~'~'~" ' . .,.. -_F',,·,._ .. ,..,.~ ........ _,~._ ....... "".",.,,_ .. 

1, 2, 3 kind of scheme. 

Q: How about the first WPPSS plant was Washington Public Power Supply System 

Plant #2. How does it come about that the #1 plant is called the #2 

plant? That incidentally, #2 was signed by Russ Richmond. 

A: Yes and so was, I think, #1 and #3. 

.". 



Q: No. 

A: Hodel signed those. Anyway, all in the same cooker. First of all, we 

were getting a lot of indications that the nuclear steam supply system for 

the Hanford Project, the NPR, needed a lot of work before it would be~ ~~ 
~~ W hoi .... ~~,JIW J.lv ~ ~ ~ 

licensable as a stand-alone nuclear project generaring ehergy 1\.1 We had ~ 
~L..) ~4ecJ- k Ll 

the g~neration financed ~bonds that Bonneville backed up,~ ~e 

wan~ed to ke~~lZ:4 V:;--p~~e~il~did an intensive study1 ~/~~. 
IN-IU 

Actually, it was WPPSS did the~study looking at what the problems were in 
P'\)~ r-L~~ j n-J /J01N!t!'Cs..e-/ 

trying to license the NPR as a ~tapd-alQRQ facility\~~ ~went ~I~ 

Bonneville hired a consultant to evaluate the prospects of licensing the 

NPR as against building a whole new steam plant to replace the NPR to feed 

steam into the existing generators of the Hanford project.8ftd-j§\e _ 

conclusion was that it would a whole new stand-alone 

generating plant, break into just u..Q;r~ ::-0:;--
--~ t./c.I~ ~ ~~~-

NPR on a long term basis Use the gen~or ~~ taere with a new 
IA ... \'"'l ('0 ~ ..... h r-r-- " N 

S~generating thermal pr:oce'!H> aM that was sold as,....what 1;lu~y Qalled, the )/SS 

1"l..<f...~ S~ ~"I,-rl:l 
Project. The idea was that ~t would be f1nanced under the Hydrothermal 

f("ore- d': P~ru-+-
Power p:Jram as a new generation ~8 the l!ea~eft fer that was- the1 were 

~~oadd some topping generation~ild a conventional nuclear 
/k..c.. ~ ~ f:. ,...v. k ~;LC f......, j..J ,,»/,( t.... ~ 

reactor .. feed taat liit&am tlt'!'efti~n what was called t1' topping turbine which 
"'ik t.k-..", I :;,f~ '-"h j,( 

would generate about 400 me~awatts of power and~henApick up the existing 
pro ret- pro pOL,.~~r1 D. TIA ~ I-

Hanford generation. That was ~8eked at as ~~~ economic choice. 
& ~.tt; '~~ f (0 JC (: t-- (,CA- .( \ 'ts c ~ M fJ ( ~ J ~ Y' r 

When they started 18~::±l3? that p~OCQ&S IPiore cim,e:ty, ;Lt \las 
oIL ~ \"'\- pn 1- e f- '1../IfN~ /,.~ j-f-lt" 

d'itsrm;ped that WPPS~ 111 j whieh ~ was going to be called, sad to bQ 
~c"",,~,,~,~ S;~~ If ,+ ~ 

built as a stand-alone project separate and apart from the Hanford 

project. ~nce~ WPPSS #1 which would have been the first WPPSS plant, the 
.... ~,--",~"~-~-""""""'---"""-"'- -~"",".,~--.. ,~ ..... "~-. ~ .•... -~. '" ~~ •. -'" ""'. ~"".-.',,, .... ~ .......... ....--, ",-,-;.~,+""",,--



old generating facilities from Hanford and the new steam supply, ended up 
".. " 
being a separate plant from WPPSS-Hanford ro'ect ~~ no Ion er was #1 

" ~ 
~ ClMCl. because,. of those yiRQ sf 8el~l;"" it was going to come in later rather 

than earlier than the WPPSS il2 project. which was the f1tSL net b!!ih-i ~IPPaS 

..prgject, , 

Q: How about the other plants, Larry. Plants 1 and 31 

A: First of all, I think that, at Bonneville, there was the thought that 
-be.PA 

having more than one power supplier~would be helpful and there was at 

least some attempt by Russ Richmond or Don Hodel to try and get additional 

sponsors on the public side to build steam plants. There was some 

discussion of a joint operatiqg agency up in the Puget Sound; Seattle, 
-t:J~t~~+r-':--r ~ JoA. pv9s 

Tacoma, Snohomish PUD was I kcd e~. Cowlitz and Clark County~formed a 

JOAt"'~ll of them were looking at maybe building their own generation in 

competition with WPPSS. None of them actually got to the point where they 

could actually plan a project. Washington Public Power Supply System, 

because it had picked up a whole bunch of very good people from the t=~~( 
t.JV'~h.~A 

~o~ ~roject) had a planning staff and a sales staff that was in place and 
~.~ ~"A ~ 0\0<-"......... ~....J...L 

ready to gOt 8!I!!li 'JII!r'" they ~nd of got the job of building all the public 
~ ,£, ,,,>" ..... ft..---<~ L.. J.,/ 

generation by default. Owen Hurd~as kind of a promoter. ~ they hired 
'&-e ~ T\....t ~r~ ~p.<>..... vJp s ~ ~ f (j OJ.) 

Jack Stein from Grays Harbor PUD. -~ had a lot'" of currency within the CJ W lipS') 

M W PI"SS of ,'J 
PUD circlesb~aybe~oth~s much currency with some of the other public 

~ o-S ~ ......t~ J /',,, <- • 
agencies and co-operatives in the Regionl\~ut tl:J'/3:€ fOllnati~ they endeg. 

SPtN- ... .nr 
up getting all f~.v.: "£:2~:cts.2>~"&be~~~~j~~~~~g~?;;,,J~~ .. j;! .. !!n.~ 

one else coming up with viable kinds of projects. Remembery' we looked at 
_______ ~~~.,t .......... "'"',"-~""'-'~-- ..-~~,,:_.,. ... '''''''' ...... -.~~ --~ .... ,-~.,-~.- •• '. <- ••• ,.~'---,<",",-,!, '-'",,~-, "',~ ---~-.,,..-~~.~-:, •. ~,-,, --.-.....,.....,.. 

a project that was g~ing,_~?~_ be ... 19_c:;.e~~~,gIl .f:IIl+l?,l~.n_g ,~J.n .. :t.h~,£y,g~t .. .§~ 
_ .. __ -----------.-r-------



~t--I1-
Progra~~~ by Seattle and Snohomish PUD at under the Hydrothermal Power ..... 

- ........ _.v' ....... , .• a.. ... _P\.~ .... > .. ..,.,.........,~ 

trouble was that the only party that could really'.g.9m~ up with a .. pl.All." .. JiUiP .... .........~_....,-.I ... '."">-"'"' ...... _ .. "'....,.. ....... ~ __ '_--. __ ._~_,,_ •• '"' • .............. P9'Ib-._ .... "' .. ~ ....... ,\"'''''''''..,''"'~ .. $'." ':"'" • 

of that planning obligation by kind_9._L.a~.ul.t...."I ..... - .. -,..., .. ---,.,,- -'--... "....,.--~~ .... -."'- .. ""' .... -~-- ........ -

Q: Well, those plants were net billed were they not? 

A: Yes, and so would have the plants that would have been bUil~n K~it 
Island or the plant that would have been built down in Eugene. All of 

those would have been net billed. That was the only way we could secure 

the funds that would be needed to be raised 

Q: Explain to me again how that works, that net billing supported the bonds 

for those plants? 

A: OK, well, essentially it was Bonneville's obligation to divert its revenue 

to pay the power cost from those plants. That revenue stream becomes the 
•• 4 O. "'> .... ,._"" ••• 

plants. Bonneville essentially agrees that it will divert its revenue to ... ~,.~, .~ .. ~ . - . - , .' 
~~_,_"":..4"'", .. ,, ... , _ .• ,,_ v 

System will have. th.~~_~~"-~Il.u.~. 0!l .. a.t.ake. ox.p.ayl?,~~is, ~h~th~r, t:~e pl.~n.t:" .. 
••••• WIIW ... 'II •• ·".hP,.$ '-«'_, ~'.'~"'''~''' ," 

operates or not, to pay the cost of the project, including the debt 



service on the bonds. Without that promise, which is secured through kind - -
of complex agreements with the BPA customers, ell a WPPSS 

Q: How did net billing happen to come to an end? 

A: Two things. First of all, it was a very hard process. The parties who 

had to sign the agreements didn't understand them. The public agencies 

and co-operatives, for one reason or another, tended to believe that 

somehow or another, they were making major commitments of their own assets 
w~ 

to the process ~ tt just wasn't so. Secondly, the BPA rate increases 

that were necessary to sustain the financing of those bonds kept being 

difficult to anticipate, iIiiII!I!I ae y~u CQuJd:o' t keapP1here were some promises 
8pA-

in the net billing agreements and in the bond resolutions that ~wouldn't 

net bill more than 85% of the amounts that we expected to be collecting 
w..-....qiA"-

from the customers who were net billing. ~ That was hard to maintain. 
1\ 

And then .... i;s;i,nH:' at secondly, T gJle~he :rI"EHi8~FaFY ];)ef)~fr~;g.:t was 

on was pondering a regulation regarding sale of 

tax exempt bonds and the characterization of who was an exempt body for 

the purposes of determining whether a bond was tax exempt. Originally, 
~. 

the Federal Government and State Governments were~empt bodies in the 

preliminary regulation that we started out under under Hydrothermal 

Program. When they adopted the final regulation, they said State bodies 
(e'L '-t? t- b .. .L.-~ 1 

and local bodies were, but the Federal Government, whether it was 

Bonneville or the Department of Army or some other agency, was not an 

exempt bOdy,~~efOre, if Bonneville or any other Federal agency 



bought more than 25% of the capability and agreed to pay the cost of the 

bonds through the agreements on a take or pay basis, that those bonds were 

not exempt bonds and so that was a block. 

Q: That ruling affected future . . . but not plants 1 and 3? 

A: Initially, it affected 1 through 3. The regulation did not take into 

account where Hydrothermal Program was. W~'d signed the agreements and, 

all of a sudden we had a new regulation that basically excluded use of tax - . 
;xempt funding for WPPSS 1, 2, and 3 apd Trpj an. 3li¥"So. .tlu7+'jll gb, W~nd'ill wi 

Wyatt and others, we were able to con . our 

program right in the middle and the final regulation was re-issued to __ ~ __ ~ __ --_______ ._. __ ._,,~"--aM_'-"--_.-'------____ ~~~~~ 
exempt the Hydrothermal Power Program ehase 1. Sg, those were kept ~ out ~ 

mz Mid " .at 

any future project Bonneville eS~Qn:tj Ql] ~ lIesclilw~ .:tAli securi.:tx.tw; .;t~ 

~ondsi :ft&Y could~'t be tax exempt without rijuu1ug ~Q~~~~it~~ ~~~of 

test on the regulation.iIP~re was a possibility that you could figure -
out a way around the regulation. 

Q: How did the Supply System go ahead and finance 4 and 5 then without the 

guarantee of Bonneville Power Administration? 

A: Well, first of all they had a track record on WPPSS 1, 2 and 3. They were 

a viable entity. They were an issuer and they were perceived to be 

experienced from a market sense. They were successful. It looked like 

their program was going like gangbusters/}o initially, the financial 

community who would have been reticent had Supply System come in initially 



Q: 

A: 

,tr-
with their own project,~ big nuke, were now starting to believe the program 

was working and everything was going well and therefore, they were willing 

to fund those kinds of projects. 

Where was the revenue flow that would support the bond? 

It was the commitment of the public agencies to buy the capabilities of II ~ 

~~f.~ 1.1 '--'~ 
those projects whether or not~epre:lfetr: par Liei~aft6s-.aaEi ~ile that was 

c-_,~J 
viewed as a lower quality commitment than Bonneville~ it still secured 

them a reasonable bond rating. They got an A or an A+ rating and that was 
puC) J 

similar to the ratings that the Mid-Columbia prcsoaks had gotten for hydro 

projects. 

Q: Well, you're both an engineer and a lawyer and have been familiar with 

this thing for a long time. If you could tell me why it is that the 

Washington State Supreme Court could rule the four or five contracts 

invalid that they had no right to enter into those and the prospects that 

such a ruling might be forthcoming in the case of 1, 2 and 3 relative to 

the net billing agreements, why did our Legal Department not know that 

there was at least a question about those kinds of contracts? 

A: Well, first of all, I don't think there's anything certain in the law, 

Gene, that you may have 90% opinions, you may have 10% opinions but within 

a realm of certainty you have to accept the fact that different people and 

different times require different readings of the law. That's number 1. 

Secondly, you can't discount the fact that the Supreme Court of 

Washington, ~ an elected body, and they are asked to kind of second guess 



,r-- some decisions that were made earlier that they didn't participate in,s.:;. 

~wJl.elLyou start looking at tl!Q ] .UrJ and ~OJl J';;;k ~ the\("interpretation, I 

would say that the Supreme Court was wrong, first of all. I don't think 

that they interpreted their law or took into account the circumstances in 
b ~4-'f<t"), 

a way that it was relevantl'~ rt:hisk they are ali'» J"81Hically elect~tr 

~ I think judges are not any different than you and I that they look at 

the times. So, ~he Efw.8at:A:en of whether or not there was a question"here ... J B ~+ 
I S 'PrD~....w('1 ~.f"-~ 

regarding authority~ first of all, Bonneville doesn't hire municipal 

a.Y\~ ',(1 "'1 
lawyers. It hires lawyers who are going to look at ~e~ernmefttal authority 

fe..L-.J I~r 
from the standpoint Go€ Bonneville. Bonneville's amplification of the law 

is different than a municipal lawyer would be. So, I dontt expect that we 

would necessarily get down to those kinds of details. 

Q: Pretty important details. 

~ 
A: I agree with~. I agree that it's an important detail. The question was 

\i'h..c.. ~ ,c:-'.J- A 
whether ~was financible.-.Q1ifter all, the bankers hire lawyers who's 

specialty is municipal law and they make sure that in their own mind they 

are convinced that there is legal authority. They were convinced. 

Certainly, the Council for the Supply System was convinced and Bonneville~I£~~ 

from a reading of the law and listening to those kinds of advise, would , 
~~ 1v~ -.........J. "1.>~~1"'.+ ... f.c. ~~ t;t'J")~ C..r ''''''-''1'''''< ,S006'"t:e.,,..I'l--, h ...... 

say, "Wha(t is our opjnjop comJ"arat:i~ety speakinC But, I think we agreed ~,,~I 

with them. I don't think we disagreed. 

(WP-SWHW-0248Q) 
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