RESOLUTION No.  36265
Oppose the application of Oregon Electric Utility Company, LLC to acquire Portland General Electric Company from Enron  (Resolution)

WHEREAS, the Oregon Public Utility Commission is currently considering an application from Oregon Electric Utility Company, LLC together with various other individuals and investment units of Texas Pacific Group (the Applicants) for an order authorizing Oregon Electric to acquire Portland General Electric Company (“PGE”). Application of Oregon Electric Utility Company et al for Authorization to Acquire Portland General Electric Company, OPUC UM 1121, and, 

WHEREAS, the City of Portland applied for and was granted intervenor status in the proceeding, together with representatives of industrial customers, residential customers, low-income customers, environmental advocates, advocates for renewable energy and others; and,

WHEREAS, the OPUC may only approve a sale of a utility after determining that it will result in a net benefit to the utility’s customers, and that the sale will not impose a detriment on Oregon citizens as a whole. In re Legal Standard for Approval of Mergers, Oregon Public Utility Commission, UM 1011, 212 P.U.R.4th 449, 2001 WL 1285993, Order No. 01-778 (Sept 4, 2001); and;

WHEREAS, the City has participated in the UM 1121 proceeding by reviewing the Applicants’ various filings, has considered the comments of other intervenors and the Commission’s staff, and has actively advocated for the benefit of Portland citizens, and;

WHEREAS, the City Council held a work session in April, 2004, and expressed concerns regarding obtaining assurances on the following issues: 1) commitments to providing safe, reliable electrical service; 2) reasonable rates for electricity; 3) stability in ownership and operation of the utility; 4) responsiveness to local priorities; 5) protection of jobs for local employees; 6) commitment to the long-term economic well-being of Oregon; 7) commitment to long-term environmental protection; 8) protection from any residual Enron liabilities; and 9) enhancing bill-payment assistance programs for low-income households; and,

WHEREAS, on October 11, 2004, the Applicants submitted a final proposal to the Commission representing the terms and conditions that the Applicants assert meets the Commission’s test of “net benefit” and “no detrimental impact”; and,

WHEREAS, Texas Pacific Group's business plan assumes a short-term ownership and shifts the focus of PGE ownership from an investment in a public utility to a commodity investment; and 

WHEREAS, Texas Pacific Group's business plan creates incentives for Texas Pacific Group that are not compatible with the long-term interests of PGE customers, employees, and the community; and

WHEREAS, Texas Pacific Group's acquisition proposal includes only vague and non-verifiable commitments to increasing the use of renewable energy resources; and

WHEREAS, the final package does not commit Oregon Electric Utility Company and PGE to complete a modern franchise agreement with the City of Portland within a specified time period, as the City had requested; and,

WHEREAS, Texas Pacific Group has indicated that it will transfer PGE as an asset within an approximate time frame of five to twelve years, but the package does not adequately address the endgame concerns of the future sale of PGE as the City had requested; and,

WHEREAS, any promise of “local control” by the possible appointment of Oregonians to PGE’s board of directors is significantly compromised by Texas Pacific Group’s insistence upon a lengthy list of “consent rights” giving Texas Pacific Group veto authority over virtually all major business decisions of Oregon Electric as the sole, controlling owner of PGE; and,

WHEREAS, any promise of “local control” would evaporate completely if the Public Utility Holding Company Act (“PUHCA”) is repealed, as Texas Pacific Group has unequivocally indicated its intent to assume direct control over PGE in that event; and,

WHEREAS, the Applicants’ proposal only identifies the intention to retain senior management, and makes no commitments in respect to preserving local jobs at PGE as the City had requested; and, 

WHEREAS, the Citizens’ Utility Board has documented the past practices of Texas Pacific Group of reducing work force at other companies it has purchased; and,

WHEREAS, Texas Pacific Group’s offer to increase funding for low-income bill-paying assistance by an amount equal to $50,000 annually would provide approximately four cents per month of rate relief for each low-income household in PGE’s service territory; and,

WHEREAS, Oregon Electric’s relatively high debt burden, creating a double-leveraged capital structure, combined with its limited financial resources, will place significant pressures on PGE to pay dividends, including pressures to significantly reduce on-going costs such as system maintenance; and, 

WHEREAS, the Applicants’ final rate credit of $8.6 million per year, beginning in 2007, represents a reduction of about 0.6% from PGE’s current rates, and is significantly below the figures proposed by either Staff or customer advocates, as well as less than half of the rate credit considered by the Commission in the prior application by Sierra Pacific to acquire PGE; and,

WHEREAS, electrical rates have risen between 30% and 50% since Enron purchased PGE; and

WHEREAS, most of the conditions set forth in the Applicants’ proposal embody attempts to provide assurances that Oregon citizens and PGE ratepayers will be protected from the significant risks posed by the proposed transaction; and,

WHEREAS, the Applicants’ proposal provides only a narrow range of circumscribed benefits to PGE’s ratepayers. Some of these benefits are simply unquantifiable and the remainder are far short of what other parties have suggested are needed for this transaction to provide net benefits; and,

WHEREAS, if the transaction moves forward, modified only by the conditions set forth in the Applicants proposal, ratepayers will be worse off than under current or foreseeable circumstances.

NOW, THEREFORE, BE IT RESOLVED, by the Council of the City of Portland, that the City of Portland opposes the approval of the application of Oregon Electric Utility Company upon the terms and conditions submitted by the Applicants to the Oregon Public Utility Commission on October 11, 2004.
Commissioner Erik Sten

Susan Anderson/B. Walters

10/12/04

	Adopted by the Council: October 20, 2004
	Gary Blackmer

Auditor of the City of Portland


By:  /S/ Susan Parsons
Deputy
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