BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON
UM 1121

In the Matter of the Application of OREGON TESTIMONY OF ANDREA FOGUE ON
ELECTRIC UTILITY COMPANY, LLC, BEHALF OF THE LEAGUE OF OREGON
TPG PARTNERS III, L.P., TPG PARTNERS | CITIES

IV, L.P., MANAGING MEMBER LLC, NEIL
GOLDSCHMIDT, GERALD GRINSTEIN,
and TOM WALSH for an Order Authorizing
Oregon Electric Utility Company LLC to
Acquire Portland General Electric Company

L. INTRODUCTION

The intent of this testimony is to address issues of importance to cities in Oregon and their residents.
This testimony is submitted by Andrea Fogue, Senior Staff Associate for the League of Oregon Cities
(qualifications found at LOC Exhibit 1). The League of Oregon Cities (LOC) is a voluntary
association representing all 239 of Oregon’s active incorporated cities. Founded in 1925, the League
provides a wide array of services from training and research to policy setting and legislative advocacy.
The League’s membership includes all 50 cities served by Portland General Electric (PGE).

In addition to the cities within PGE’s service territory, the League represents cities served by
Pacific Power and consumer-owned utilities statewide. The League has an interest in protecting not
only cities as consumers of electricity, but also the approximately 2.3 million ratepayers that reside in
Oregon cities. In November 2002, the League’s Board of Directors adopted a set of principles specific
to the purchase of PGE. This testimony will address the following principles:

e Retain all local taxes and fees

e Maintain the authority of cities, municipal electric utilities, and other consumer-
owned electric utilities.

e Preserve low-cost electricity
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e Retain consumer protections
e Ensure reliability and safety of the electric system
e Continue SB 1149 (Oregon’s electric restructuring law) provisions including funding
public purposes (conservation, renewable resources, and low-income weatherization)
e Retain Portland General Electric as an integrated utility
e [If Portland General Electric is purchased by a public entity the governing entity will
be responsible for:
- A regional approach to governing;
- Decisions to acquire power;
- The rate structure for the system,;
- Decisions about the level and type of service to be provided;
- The uses to be made of system revenues;
- The process for obtaining public input before governance authority is exercised,
- The provisions of SB 1149
- Service quality and consumer protections and;
- All other rights and responsibilities appropriate to the type of public ownership
structure
In addition, the testimony will discuss the importance of long-term stability. The League
considers the purchase of PGE critical to the well-being of Oregon’s communities and economy.
11. RETAIN ALL LOCAL TAXES AND FEES
City authority to manage local rights of way and charge utilities for the use of those rights of way
has a long history in Oregon. The Legislature spoke in 1911 to this authority, and in 1931,
adopted a new law to permit collection of a “privilege tax” from utilities operating in a city
without a franchise for the use of rights of way. The use of the term “privilege tax” does not
mean it is a “tax”. Traditionally, franchise fees and privilege taxes have been recognized as a

rental payment for the use of the right of way. Utilities use rights of way in special ways beyond

those made by other users.
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The PUC has examined city franchise fees/privilege taxes several times over the past 50 years.
The PUC has recognized the fees are for the use of rights of way, and that certain percentages of the
fees should be spread system-wide. These local taxes and fees are essential to the ability of cities to
provide services to meet the needs and expectations of Oregon’s citizens and businesses.

I1I. MAINTAIN THE AUTHORITY OF CITIES, MUNICIPAL ELECTRIC UTILITIES AND
OTHER CONSUMER-OWNED UTILITIES

Cities and consumer-owned utilities have long provided essential services to Oregonians. Cities,
beginning in the 1880s, have formed municipal electric utilities. These utilities are non-profit, locally-
owned and governed. They provide affordable power and energy services to citizens within their
communities. Existing authority of cities, municipal electric utilities and other consumer-owned
utilities should be maintained and in no way diminished by this proposal to purchase PGE.

IV. PRESERVE LOW-COST ELECTRICITY

Oregon and other Pacific Northwest states enjoy some of the lowest electric rates in the country,
largely due to the region’s federal hydropower system. Residential and small farm customers in
investor-owned utility areas have received the benefits of BPA’s low-cost power through an

exchange authorized in federal statute. Savings have been substantial and customers of PGE have
saved through the exchange since the early 1980s. However, in recent years, ratepayers served by
PGE have seen an increase in the cost of electricity. Not only is low-cost electricity essential to
residential customers, but preserving low-cost electricity is critical to recruiting new

businesses and industries to locate in Oregon, and boosting the state’s economic vitality.

V. RETAIN CONSUMER PROTECTIONS

The League supports the joint testimony submitted by the Public Interest Parties regarding consumer
protections (Public Interest Parties, pg. 3, Il Consumer Protections), “SB 1149 ensured that residential

customers would never be cut loose into a deregulated energy market and would be guaranteed a cost-
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based rate from their privately-owned utility company. In addition, in answer to those who said that
deregulation would bring “choice” to residential customers, Oregon customers now have the protection
of regulation AND choice through the portfolio of energy options that each regulated utility
responsible under SB 1149 is required to offer to its customers. The most popular options offered
through the portfolio are clean energy options where consumers can choose to get some or all of their
power from renewable resources plus having the option of supporting salmon habitat restoration.

We maintain that, at a minimum, OEUC must commit to support the portfolio construct that
offers customers safe, regulated energy options while also guaranteeing a cost-of-service rate. This
means not only support for the program legislatively, but also creating a positive working relationship
and working environment with the stakeholders as we strive to improve the program.

The portfolio of energy options is unique to Oregon and an innovative approach to creating a
diversified resource base. The portfolio has propelled Oregon into the forefront nationally as a
growing market for clean energy purchases. But customers need to be assured that the portfolio will
continue. Stability is the key to ensuring ongoing growth and trust in the portfolio. There should be an
explicit guarantee of a perpetual presence and company support for a portfolio of energy options, with
an emphasis on clean energy offerings.”

In addition to the consumer protections discussed in the previous testimony, the League is
concerned with potential risk to PGE ratepayers resulting from Oregon Electric Utility Company’s
high level of debt. A possible impact to ratepayers is the inability to make necessary infrastructure
investments.

VI.  ENSURE RELIABILITY AND SAFETY OF THE ELECTRIC SYSTEM
As electricity is an essential commodity, it is critical that this purchase retain the reliability and safety
of the system. This is not only important to protect the health and wellfare of residents, but also for

Oregon to attract and retain businesses. Cities are the primary place where businesses locate.
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VII. CONTINUE SB 1149 PROVISIONS INCLUDING FUNDING PUBLIC PURPOSES

In addition to the SB 1149 provisions discussed in previous testimony (LOC, pg.4, V Retain
Consumer Protections), with SB 1149 city authority to locally manage public rights of way, and to
charge for their use, was given strong reaffirmation (See ORS 757.667), “Nothing ... shall

diminish, or authorize regulations that diminish, a city’s authority to control the use of its rights

of way and to collect license fees, privilege taxes, rent or other charges for the use of the city’s

rights of way.” The League also supports the joint testimony submitted by Public Interest Parties
regarding public purpose funding (Public Interest Parties pg. 4, III Environmental Preservation),

“SB 1149 instituted a public purposes charge dedicated to investment in energy efficiency,
acknowledging that the cleanest and cheapest power is the power that does not need to be generated in
the first place, and to renewable energy resource development to begin to set Oregon on a path toward
cleaner energy generation.

The public purposes charge, and the Energy Trust of Oregon, the independent not-for-profit
organization established to administer the majority of public purposes funding, have begun to
demonstrate considerable success in lowering the energy demand in the service territories in which the
public purposes investments are made. Not only are residential customers benefiting from more
efficient housing and lighting but commercial and industrial customers are also benefiting through
improved manufacturing processes, lighting and more efficient equipment. Moreover, additional
renewable resources are being brought online, adding to the growing base of clean energy resources for
a substantial portion of Oregon’s electricity system.

SB 1149 established the public purposes charge for a period of 10 years to provide a stable
source of funding for sustained and consistent investment in efficiency and renewable resources.
Despite the growing list of accomplishments of the Energy Trust and the growing recognition of the

benefits of the public purpose investments, the public purpose charge will likely be a target for
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attempted budgetary redirection. Because this is customer money and because the public purpose

investments are showing their worth in reducing individual and system costs, improving the

environment and supporting economic development, it is essential that program funding continue.”

VIII. RETAIN PORTLAND GENERAL ELECTRIC AS AN INTEGRATED UTILITY

PGE’s generation assets are not only located in the metro area, but impact local tax bases statewide

where assets are located. In order to provide stability for local tax bases it is critical that PGE remain

an integrated utility. Preserving PGE as an integrated utility will also enhance the reliability of the

system and the value of PGE as an asset.

IX.  PURCHASE OF PGE BY A PUBLIC ENTITY

If PGE is purchased by a public entity, the principle outlined in previous testimony (LOC pg. 1,

I Introduction) should be used as guidance for establishing the governing entity.

X. LONG-TERM STABILITY

According to the initial application filed, Texas Pacific Group (TPG) has acknowledged that their

ownership of PGE is limited to a maximum of 12 years (Application, pg. 4, Exhibit 3). This limitation

is a concern because it restricts the ability of TPG to make critical long-term decisions that ensure

stability for Oregon ratepayers. This uncertainty potentially negatively affects ratepayers and the

ability for Oregon to attract and retain business. In addition, temporary ownership presents a conflict

between balancing the needs of Oregon ratepayers and protecting the interests of TPG’s shareholders.
Compounding this issue is the question of whether Oregon Electric Utility Company or TPG

will have direct control over PGE. The answer to this question relies on the approval of consent rights

held by TPG that are subject to approval by the Securities and Exchange Commission and possible

repeal of the Public Utility Holding Company Act.
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XI.  CONCLUSION
Underlying the principles and issue of long-term stability addressed in this testimony is the question of
whether this sale will benefit Oregon ratepayers and ensure that the public interest is protected. PGE is
woven throughout the fabric of Oregon communities. Not only is the utility responsible for providing
an essential commodity in electricity, but as a business, PGE supports our local economy and is
involved in our communities. The League maintains that any purchase of PGE must uphold the
principles and issues addressed in this testimony and ultimately meet the test of net benefit to Oregon

ratepayers.

Dated this 21st day of July, 2004.

Respectfully submitted,

Andrea J. Fogue, League of Oregon Cities
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NAME:

EMPLOYER:

TITLE:

ADDRESS:

EDUCATION:

EXPERIENCE:

OTHER EXPERIENCE:

LOC EXHIBIT 1

WITNESS QUALIFICATION STATEMENT

Andrea Fogue

League of Oregon Cities

Senior Staff Associate

1201 Court Street NE, Suite 200, Salem, Oregon 97301

B.A. Central University of lowa

I have been employed by the League of Oregon Cities for
approximately four years. I am responsible for working with energy
policy issues on behalf of cities in Oregon. In addition, I am a charter
member of the Portfolio Advisory Committee established by SB 1149,
Oregon’s Electric Restructuring law and also work with the Northwest
Energy Efficiency Alliance as their Oregon liaison to local governments.

On behalf of the Oregon League of Cities, I have participated in AR 394,
AR 421, UE 115, UE 116, UE 118 and UE 119. Prior to coming to
Oregon I worked with the lowa League of cities where I was also
responsible for energy policy issues.
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CERTIFICATE OF SERVICE

I hereby certify that on July 21, 2004, I mailed an original and five copies of the foregoing
TESTIMONY OF ANDREA FOGUE ON BEHALF OF THE LEAGUE OF OREGON CITIES to:

ADMINISTRATIVE LAW JUDGE KATHRYN LOGAN
ADMINISTRATIVE LAW JUDGE CHRISTINA M. SMITH
PUBLIC UTILITY COMMISSION OF OREGON

ATTN: TRUDY JAYNES

550 CAPITOL ST., NE., SUITE 215

PO BOX 2148

SALEM, OR 97308-2148

and on July 21, 2004, I hereby certify that the foregoing document was electronically mailed to all
Persons on the Service List maintained by the Public Utility Commission for the UM 1121 proceeding
who had an e-mail address posted. I further certify that for those persons on the Service List who were
not identified as having an e-mail address, a copy was sent by mail, contained in a sealed envelope,
with postage paid, and deposited in the post office at Salem, Oregon on said day.

Andrea J. Fogue, League of Oregon Cities

JIM ABRAHAMSON SUSAN K ACKERMAN

COMMUNITY ACTION DIRECTORS OF OREGON NIPPC

4035 12TH ST CUTOFF SE STE 110 PO BOX 10207

SALEM OR 97302 PORTLAND OR 97296-0207
jim@cado-oregon.org susan.k.ackerman@comcast.net

GRIEG ANDERSON KEN BEESON

5919 W MILES ST. EUGENE WATER & ELECTRIC BOARD
PORTLAND OR 97219 500 EAST FOURTH AVENUE

EUGENE OR 97440-2148
ken.beeson@eweb.eugene.or.us

JULIE BRANDIS KIM BURT

ASSOCIATED OREGON INDUSTRIES WEST LINN PAPER COMPANY
1149 COURT ST NE 4800 MILL ST

SALEM OR 97301-4030 WEST LINN OR 97068
jbrandis@aoi.org kburt@wlinpco.com

J LAURENCE CABLE MICHAEL CARUSO

CABLE HUSTON BENEDICT ET AL 176 SW HEMLOCK

1001 SW 5TH AVE STE 2000 DUNDEE OR 97115
PORTLAND OR 97204-1136 carusodad@hotmail.com

Icable@chbh.com
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JENNIFER CHAMBERLIN
STRATEGIC ENERGY LLC
2633 WELLINGTON COURT
CLYDE CA 94520
jchamberlin@sel.com

WILLIAM H CHEN

CONSTELLATION NEWENERGY INC
2175 N CALIFORNIA BLVD STE 300
WALNUT CREEK CA 94596
bill.chen@constellation.com

JOAN COTE

OREGON ENERGY COORDINATORS ASSOCIATION
2585 STATE ST NE

SALEM OR 97301

cotej@mwvcaa.org

CHRIS CREAN

MULTNOMAH COUNTY

501 SE HAWTHORNE, SUITE 500
PORTLAND OR 97214
christopher.d.crean@co.multnomah.or.us

MELINDA J DAVISON

DAVISON VAN CLEVE PC

1000 SW BROADWAY STE 2460
PORTLAND OR 97205
mail@dvclaw.com

JIM DEASON

CABLE HUSTON BENEDICT HAAGENSEN & LLOYD
LLP

1001 SW FIFTH AVE STE 2000

PORTLAND OR 97204-1136

jdeason@chbh.com

JAMES DITTMER

UTILITECH INC

740 NW BLUE PKWY STE 204
LEE'S SUMMIT MO 64086
jdittmer@uitilitech.net

J JEFFREY DUDLEY

PORTLAND GENERAL ELECTRIC
121 SW SALMON ST 1WTC1301
PORTLAND OR 97204
jay_dudley@pgn.com

GARY DUELL

11301 SE CHARVIEW COURT
CLACKAMAS, OR OR 97015
gduell@bigplanet.com

JASON EISDORFER

CITIZENS' UTILITY BOARD OF OREGON
610 SW BROADWAY STE 308
PORTLAND OR 97205
jason@oregoncub.org

JAMES F FELL

STOEL RIVES LLP

900 SW 5TH AVE STE 2600
PORTLAND OR 97204-1268
jffell@stoel.com

ANN L FISHER

AF LEGAL & CONSULTING SERVICES
1425 SW 20TH STE 202

PORTLAND OR 97201
energlaw@aol.com

ANDREA FOGUE

LEAGUE OF OREGON CITIES
PO BOX 928

1201 COURT ST NE STE 200
SALEM OR 97308
afogue@orcities.org

SCOTT FORRESTER

FRIENDS OF THE CLACKAMAS RIVER
2030 NE 7TH PL

GRESHAM OR 97030
clackamas9@aol.com

KATHERINE FUTORNICK

14800 NE BLUEBIRD HILL LANE
DAYTON OR 97114
futork@onlinemac.com

LORA GARLAND L-7

BONNEVILLE POWER ADMINISTRATION
P.O. BOX 3621

PORTLAND OR 97208-3621
Imgarland@bpa.gov

LEONARD GIRARD
2169 SW KINGS COURT
PORTLAND OR 97205
Igirard@teleport.com

ANN ENGLISH GRAVATT
RENEWABLE NORTHWEST PROJECT
917 SW OAK - STE 303

PORTLAND OR 97205

ann@rnp.org

PATRICK G HAGER
PORTLAND GENERAL ELECTRIC
121 SW SALMON ST 1WTC0702

ROY HENDERSON
PENSION ENHANCEMENT COMMITTEE
895 NW DALE AVENUE
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PORTLAND OR 97204 PORTLAND OR 97229

patrick_hager@pgn.com royhensn@msn.com

MARY ANN HUTTON JOE JANSSENS

CANON AND HUTTON PGE PENSION ENHANCEMENT COMMITTEE

9999 NE WORDEN HILL RD 24495 BUTTEVILLE RD NE

DUNDEE OR 97115-9147 AURORA OR 97002

mah@canonandhutton.com osprey64@juno.com

VALARIE KOSS GEOFFREY M KRONICK LC7

COLUMBIA RIVER PUD BONNEVILLE POWER ADMINISTRATION

PO BOX 1193 PO BOX 3621

SAINT HELENS OR 97051 PORTLAND OR 97208-3621

vkoss@crpud.org gmkronick@bpa.gov

MICHAEL L KURTZ ROCHELLE LESSNER

BOEHM, KURTZ & LOWRY LANE, POWELL, SPEARS, LUBERSKY LLP

36 E 7TH ST STE 2110 601 SW 2ND AVE. STE. 2100

CINCINNATI OH 45202 PORTLAND OR 97204

mkurtzlaw@aol.com lessnerr@lanepowell.com

KEN LEWIS STEVEN G LINS

2880 NW ARIEL TERRACE GLENDALE, CITY OF

PORTLAND OR 97210 613 E BROADWAY STE 220

kl04@mailstation.com GLENDALE CA 91206-4394
slins@ci.glendale.ca.us

JAMES MANION LLOYD K MARBET

WARM SPRINGS POWER ENTERPRISES DON'T WASTE OREGON

PO BOX 960 19142 S BAKERS FERRY RD

WARM SPRINGS OR 97761 BORING OR 97009

j_manion@wspower.com marbet@mail.com

GORDON MCDONALD DANIEL W MEEK

PACIFIC POWER & LIGHT DANIEL W MEEK ATTORNEY AT LAW

825 NE MULTNOMAH STE 800 10949 SW 4TH AVE

PORTLAND OR 97232 PORTLAND OR 97219

gordon.mcdonald@pacificorp.com dan@meek.net

THAD MILLER WILLIAM MILLER

OREGON ELECTRIC UTILITY COMPANY IBEW

222 SW COLUMBIA STREET, SUITE 1850 17200 NE SACRAMENTO

PORTLAND OR 97201-6618 PORTLAND OR 97230

tmiller6@optonline.com bill@ibew125.com

CHRISTY MONSON MICHAEL MORGAN

LEAGUE OF OREGON CITIES TONKON TORP LLP

1201 COURT ST. NE STE. 200 888 SW 5TH AVE STE 1600

SALEM OR 97301 PORTLAND OR 97204-2099

cmonson@orcities.org mike@tonkon.com

FRANK NELSON NANCY NEWELL

543 WILLAMETTE CT 3917 NE SKIDMORE

MCMINNVILLE OR 97128 PORTLAND OR 97211

fnelson@viclink.com ogec2@hotmail.com

JAMES NOTEBOOM LISA F RACKNER

KARNOPP PETERSEN NOTEBOOM ET AL ATER WYNNE LLP

1201 NW WALL ST STE 300 222 SW COLUMBIA ST STE 1800
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BEND OR 97701
jdn@karnopp.com

PORTLAND OR 97201-6618
Ifr@aterwynne.com

DONALD W SCHOENBECK

REGULATORY & COGENERATION SERVICES INC
900 WASHINGTON ST STE 780

VANCOUVER WA 98660-3455

dws@r-c-s-inc.com

REBECCA SHERMAN
HYDROPOWER REFORM COALITION
320 SW STARK STREET, SUITE 429
PORTLAND OR 97204
northwest@hydroreform.org

JOHN W STEPHENS

ESLER STEPHENS & BUCKLEY
888 SW FIFTH AVE STE 700
PORTLAND OR 97204-2021
stephens@eslerstephens.com

BRETT SWIFT

AMERICAN RIVERS

320 SW STARK ST, SUITE 418
PORTLAND OR 97204
bswift@amrivers.org

MITCHELL TAYLOR
ENRON CORPORATION
PO BOX 1188

1221 LAMAR - STE 1600
HOUSTON TX 77251-1188
mitchell.taylor@enron.com

LAURENCE TUTTLE

CENTER FOR ENVIRONMENTAL EQUITY
610 SW ALDER #1021

PORTLAND OR 97205
nevermined@earthlink.net

S BRADLEY VAN CLEVE
DAVISON VAN CLEVE PC

1000 SW BROADWAY STE 2460
PORTLAND OR 97205
mail@dvclaw.com

BENJAMIN WALTERS

CITY OF PORTAND - OFFICE OF CITY ATTORNEY
1221 SW 4TH AVE - RM 430

PORTLAND OR 97204

bwalters@ci.portland.or.us

MICHAEL T WEIRICH
DEPARTMENT OF JUSTICE
1162 COURT ST NE

SALEM OR 97301-4096
michael.weirich@state.or.us

STEVEN WEISS

NORTHWEST ENERGY COALITION
4422 OREGON TRAIL CT NE
SALEM OR 97305
steve@nwenergy.org

ROBIN WHITE

PORTLAND BOMA

1211 SW 5TH AVE STE 2722-MEZZANINE
PORTLAND OR 97201
rwhite@bigplanet.com

LINDA K WILLIAMS
KAFOURY & MCDOUGAL
10266 SW LANCASTER RD
PORTLAND OR 97219-6305
linda@lindawilliams.net

LORNE WHITTLES

EPCOR MERCHANT & CAPITAL (US) INC
1161 W RIVER ST STE 250

BOISE ID 83702

Iwhittles@epcor.ca
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