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BEFORE THE OREGON PUBLIC UTILITIES COMMISSION

UF 4218/UM 1206

In the Matter of PORTLAND GENERAL
ELECTRIC CO.

Application for an Order Authorizing the
Issuance of 62,500,000 Shares of New
Common Stock Pursuant to ORS 757.410 et
seq. (UF 4218)

and

In the Matter of STEPHEN FORBES
COOPER, LLC, as Disbursing Agent, on
behalf of the RESERVE FOR DISPUTED
CLAIMS

Application for an Order Allowing the
Reserve for Disputed Claims to Acquire the
Power to Exercise Substantial Influence
over the Affairs and Policies of Portland
General Electric Company Pursuant to ORS
757.511 (UM 1206)

APPLICATION FOR
RECONSIDERATION OF
OPUC ORDER NO. 05-1250
BY UTILITY REFORM
PROJECT

Pursuant to ORS 756.661 and 860-014-0095, the Utility Reform Project (URP)

hereby applies for reconsideration of OPUC Order No. 04-597.

This application is timely filed within 60 days of the date of service of the

order, which was December 14, 2005.

We address the elements of OAR 860-014-0095(2) below. We have

combined elements (b) and (e).
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(@) THE PORTION OF THE CHALLENGED ORDER WHICH THE APPLICANT
CONTENDS IS ERRONEOUS OR INCOMPLETE.

The erroneous portions of the challenged order are:

1. That which concludes that the proposed issuance of new PGE
common stock meets the applicable legal standard for exemption,
because "ratepayers will not be harmed by the issuance of new
securities." OPUC Order No. 05-1250, p. 12.

2.  That which concludes that the proposed exercise of substantial
influence over PGE meets the applicable legal standard for
approval, because the application "will serve the public utility’s
customers in the public interest." OPUC Order No. 05-1250, pp.
13-23.

Both of these conclusions are erroneous, because neither takes into account the
effect of a prompt 30 percent stock distribution on the income taxes to be included
in PGE rates and which PGE ratepayers must pay.

(b) THE PORTION OF THE RECORD, LAWS, RULES, OR POLICY OF THE
COMMISSION RELIED UPON TO SUPPORT THE APPLICATION.

(e) ONE OR MORE OF THE GROUNDS FOR REHEARING OR
RECONSIDERATION SET FORTH UNDER SECTION (3) OF THIS RULE.

OAR 860-014-0095(3) states:

The Commission may grant an application for rehearing or
reconsideration if the applicant shows that there is:

(a) New evidence which is essential to the decision and which was
unavailable and not reasonably discoverable before issuance of the
order;

(b) A change in the law or agency policy since the date the order was
issued, relating to a matter essential to the decision;
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(c) An error of law or fact in the order which is essential to the
decision; or

(d) Good cause for further examination of a matter essential to the
decision.

Discussion addressing OAR 860-014-0095(2)(b) and (e) follows. OPUC Order No.
05-1250 qualifies for reconsideration under subsections (c) and (d) of OAR 860-
014-0095(3).

The Commission concludes that the proper comparator to the proposed deal is
"the continued ownership by Enron in search of an opportunity to dispose of PGE."
OPUC Order No. 05-1250, p. 15. The Commission sees "no evidence in the record
that there is a plausible sale on the horizon." Id. Under continued Enron
ownership, PGE would remain consolidated with Enron for income tax purposes.
As noted in several SEC annual reports filed by PGE and by Enron, Enron expects
never to pay income taxes, due to billions of dollars in carryforward losses. For
example:

Enron’s 2003 tax return was filed on September 14, 2004. As noted in

paragraph B. above, Enron expects to have substantial NOLs from

operations in years preceding 2003. Enron had 2003 NOLs sufficient to

eliminate Enron’s regular and alternative minimum income tax liabilities

for 2003 and expects to have sufficient NOLs to offset its regular income

tax liability for all subsequent periods through the date of consummation
of its Chapter 11 Plan.
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PGE Form 10-K Report for 2004, p. 56." Because state and local income taxes in
Oregon are tied to the taxable income reported by the consolidated filer, the
expectation of zero future Enron federal income tax liability should also apply to
future state and local income tax liabilities in Oregon.

Thus, if PGE remains owned by Enron, the amount to be paid on PGE’s
income in federal, state, and local income taxes would remain at zero for several
years to come, until the consummation of the Enron Chapter 11 Plan. If correctly
implemented by the Commission, SB 408 (2005) will remove all income tax charges
from PGE rates, as of January 1, 2006, the effective date of the automatic
adjustment clause required by that statute. Removing federal and state income tax
charges from PGE rates would reduce PGE’s expected retail revenue by $92.6
million, as the Commission’s final order in UE 115 authorized PGE to charge $77
million per year for federal income taxes and $15.6 million per year for state income
taxes.

But Enron has stated that it cannot or will not include in its consolidated
returns any corporation, unless it owns at least 80% of that corporation. Under the
proposal in this docket, PGE will fail that test in just a few months. In fact, the
Applicants tout the deconsolidation of PGE from Enron as some sort of benefit, but

it is certainly not a benefit for PGE ratepayers. This deconsolidation will cost PGE

URP requests official notice of this matter pursuant to OAR 860-014-0050(1)(a), (1)(e),
and (1)(f).
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ratepayers approximately $93 million per year for the foreseeable future, as it will
remove PGE from one of the extremely rare benefits of being owned by Enron--the
opportunity to avoid paying income taxes.

SB 408 was enacted so that the benefit of this opportunity is captured by
ratepayers, not by PGE’s shareholder. But OPUC Order No. 05-1250 then nullifies
the application of SB 408 to PGE by removing PGE’s consolidation with Enron for
income tax purposes. It will have the effect of stopping a $93 million-per-year rate
reduction that otherwise would go into effect, via the SB 408 automatic adjustment
clause, as of January 1, 2006. Nothing in OPUC Order No. 05-1250 recognizes
this huge detriment to PGE ratepayers, which will be the direct result of the
approvals provided by OPUC Order No. 05-1250.

Consequently, OPUC Order No. 05-1250 is premised upon an error of fact--
that approval of the PGE and Cooper applications will be in the public interest and
will serve the public utility’s customers in the public interest, which this Commission
has interpreted as a requirement that the application show a benefit for ratepayers
or at least not cause them any harm. As a result, OPUC Order No. 05-1250 also
commits fundamental error of law, because approval of the applications depends
upon making a proper findings of fact that granting the applications would be in the

public interest and would "serve the public utility’s customers in the public interest.”
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(c) THE CHANGE IN THE ORDER WHICH THE COMMISSION IS REQUESTED
TO MAKE.

The change sought by this Application for Reconsideration is for the
Commission to resume deliberations in these dockets and reject the two
applications by PGE and Stephen Forbes Cooper, LLC.

(d) HOW THE APPLICANT’'S REQUESTED CHANGES IN THE ORDER WILL
ALTER THE OUTCOME.

The requested change would reverse the outcome of this proceeding by

rejecting the applications by PGE and Stephen Forbes Cooper, LLC..

Dated: February 13, 2006 Respectfully Submitted,

DANIEL W. MEEK
10949 S.W. 4th Avenue
Portland, OR 97219
503-293-9021 voice
503-293-9099 fax
dan@meek.net

Attorney for
Utility Reform Project
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CERTIFICATE OF SERVICE

| hereby certify that | served the foregoing APPLICATION FOR
RECONSIDERATION OF OPUC ORDER NO. 05-1250 BY UTILITY REFORM
PROJECT by mailing a true and correct copy thereof, placed in a sealed envelope
and deposited in the U.S. Postal Service at Portland, Oregon, this day, with postage
prepaid, to every person on the service list in the UF 4218/UM 1206 proceeding

below.

A. FOGUE, C. MONSON
LEAGUE OF OREGON CITIES
PO BOX 928

1201 COURT ST NE STE 200
SALEM OR 97308

JIM ABRAHAMSON

COMMUNITY ACTION DIRECTORS
PO BOX 7964

SALEM OR 97303-0208

ANN L FISHER

ATTORNEY AT LAW

2005 SW 71ST AVE
PORTLAND OR 97225-3705

JOAN COTE

OREGON ENERGY COORD ASSN
2585 STATE ST NE

SALEM OR 97301

BENJAMIN WALTERS (Q)
OFFICE OF CITY ATTORNEY
1221 SW 4TH AVE - RM 430
PORTLAND OR 97204

KEN BEESON

EUGENE WATER & ELECTRIC
500 EAST FOURTH AVENUE
EUGENE OR 97440-2148

CRAIG SMITH

BPA

PO BOX 3621--L7
PORTLAND OR 97208-3621

KEN WORCESTER
WEST LINN CITY OF
22500 SALAMO RD
WEST LINN OR 97068

DAVID E HAMILTON
621 SW MORRISON ST STE 800
PORTLAND OR 97205-3825

LAWRENCE REICHMAN
PERKINS COIE LLP

1120 NW COUCH ST - 10 FL
PORTLAND OR 97209-4128

DAVID KOOGLER (Q)
ENRON CORPORATION
PO BOX 1188

HOUSTON TX 77251-1188

MELINDA J DAVISON
DAVISON VAN CLEVE PC
333 SW TAYLOR - STE 400
PORTLAND OR 97204

GEOFFREY M KRONICK
BPA

PO BOX 3621

PORTLAND OR 97208-3621

MICHAEL M MORGAN (Q)
TONKON TORP LLP

888 SW 5TH AVE STE 1600
PORTLAND OR 97204-2099

GORDON MCDONALD
PACIFIC POWER & LIGHT
825 NE MULTNOMAH STE 800

PORTLAND OR 97232

MICHAEL T WEIRICH
DEPARTMENT OF JUSTICE
1162 COURT ST NE
SALEM OR 97301-4096
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J JEFFREY DUDLEY (Q)
PORTLAND GENERAL ELECTRIC
121 SW SALMON ST 1WTC1300
PORTLAND OR 97204

MITCHELL TAYLOR (Q)
ENRON CORPORATION
PO BOX 1188

HOUSTON TX 77251-1188

J LAURENCE CABLE

CABLE HUSTON BENEDICT ET AL
1001 SW 5TH AVE STE 2000
PORTLAND OR 97204-1136

RANDALL C TOSH

SALEM CITY OF

555 LIBERTY ST SE - RM 205
SALEM OR 97301

JAMES F FELL

STOEL RIVES LLP

900 SW 5TH AVE STE 2600
PORTLAND OR 97204-1268

RATES & REGULATORY AFFAIRS
PORTLAND GENERAL ELECTRIC
121 SW SALMON ST 1WTCO0702
PORTLAND OR 97204

JASON EISDORFER

cuB

610 SW BROADWAY - STE 308
PORTLAND OR 97205

SUSAN ANDERSON

OFFICE OF SUSTAINABLE DEV
721 NW 9TH AVE -- SUITE 350
PORTLAND OR 97209-3447

TIMOTHY V RAMIS

RAMIS CREW CORRIGAN LLP
1727 NW HOYT STREET
PORTLAND OR 97239
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Dated: February 13, 2006

| also served the service list by emailing this document in text-searchable PDF
format to every email address on the service list by using the Email Service List
(comma delimited) link on the OPUC web site for this docket.

Daniel W. Meek

APPLICATION FOR RECONSIDERATION OF OPUC ORDER

NO. 05-1250 BY UTILITY REFORM PROJECT




