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THECITIZENS UTILITY BOARD OF OREGON
& THE CUB POLICY CENTER

Hopeand Change. Whilemany of you recognizethisasthe dogan of apolitical campaign, itisalsoa
reflection of the policy work hereat CUB thisyear. On climate policy, 2008 may belooked at astheyear
that we stopped digging the hole deeper and instead began the process of climbing out of that hole.

Inthisyear, we have gonefrom fighting to stop additional greenhouse gaspollutionfromour utilitiesto
working to actually reduce greenhouse gasemissions. Theyear began with ustill caught upinabattlewith
PacifiCorp over whether they could build additional pulverized coal plantsand it ended with us preparing for
animportant effort to pass Cap-and- Trade | egid ation that will require reductionsin greenhouse gases across
the West Coast. That is change that we believe in.

TheEnergy Trustisacritical component of Oregon energy policy. Itisfunded by customersof electricand
natural gasutilitiesand consolidatesthe energy effiency programsof the utilities, making them more cost
effective and successful. We began the year working to defend the Energy Efficiency programsof the
Energy Trust from being raided by thelegidature asthey had beenin 2007. Today, aswe end 2008, we
have successfully added additiona funding to these programsand arein discussions about how to takethem
tothenext level, aspart of Oregon’sclimate policies. That ischangethat webelievein.

We began theyear with another proposal from Qwest to deregul atetherates of Oregontel ephone
customers, which CUB projected would haveincreased phonebillsby $20 million. Thisyear, wewereable
to get agreement with Qwest and the PUC on an aternativeto deregulation that guaranteesthat basiclocal
telephoneservicewill remain regulated at current level sfor severd years. Inadditiontothat, weare
working with stakehol dersto create atel ecommunications consumer center that will hel p customersnavigate
their way through amaze of prices, servicesand promotions offered in awiderangefromwirelessto cable.
That is change that we believe in.

Several utilities pushed proposal sthat had moreto do with greed than good policy. CUB was successful at
defeating attemptsto overcharge customersand to shift additiona financial risk onto customers. Addingin
thefinancia benefitswefought for and won for Oregon residential utility customersin 2008, CUB hasnow
saved Oregon customersover 4 billiondollars, or $750 for every dollar donated to CUB by our members.
That is change that we believe in, and more change in your pocket, too.

We hopeto continuewith our environmenta stewardship and economic accountability for thestate's
largest utility companiesin thecoming year. Thank you for being amember. Read insideto see more about
our activitiesin 2008.



FIGHTING CLIMATE CHANGE

Opposing New Coal Plants

“When you are in a hole, stop digging!”

Pacific Power wanted to build up to 3 additional coa plants, but CUB led thefight against them, and the
utility hasagreed not to pursue additional pulverized coa plants. Intheir latest proposal for long-term
power purchases, Pacific Power has stated that they will not accept |ong-term purchasesfrom new coal
fadlities

| mplementing the Renewable Energy Sandard

“Rulemaking Rocks!”

Last year CUB hel ped passed the Renewabl e Energy Standard legidation, which requiresthat 25% of
Oregon’selectricity befrom renewable energy sourcesby theyear 2025. Thisyear CUB worked to ensure
that the new law wasimplemented in areasonable manner. You'll read alot in the newsabout lawsas

they’ re being debated and passed, but a most nothing after they becomelaw and thereal nitty gritty of how
wedo it starts. However, CUB’sexperience has been that theimplementation isjust asimportant asthe
policy, and that iswhy CUB hasfollowed through to participatein rulemaking at the Public Utility Commis-
sion. Thisyear we hel ped negotiate detailsof how the new Oregon RESwill work, and saw Pacific Power
and PGE both moveforward with significant investment in new wind generation.

Increasing the I nvestment in Energy Efficiency

“The cheapest power is always the power you DON’T have to produce!”

During 2008, CUB negotiated increased PGE and PacifiCorp funding for energy efficiency throughthe
Energy Trust. Since 2001, energy efficiency investment haslargely been limited to 3% of utility revenues.
Because energy efficiency isour cheapest resource (it costsabout 2 cents’kwh versus 6 centsfor new
power supply), thislimitation was adding both to our need to add resourcesto meet utility power loads, and
Oregonfamilies needsto pay for increasingly expensiveenergy usage. If we can reducetheamount of
needed power, we cut costsand environmental impact acrossthe board.

Developing Oregon’s Climate Policy

“Climbing out of the hole, and up to a cleaner future.”

We haveto make surethat the energy we do produce emitsless greenhosue gasesoveral, causing less
damageto our planet. Oregonisamember of theWestern Climate I nitiative, acoalition of 7 statesand 4
Canadian provinces, which hasreleased aproposal for cap-and-trade policy to start reducing our green-
house gasemissions. ThisputsOregon inaposition to lead once again onimportant energy and utility
policy, and CUB will be present in negotiating sessionsat the L egidature, the Department of Environmental
Quadlity, the Public Utility Commission, the Governor’soffice, or wherever weneed to be, inorder to give
Oregonthe best possiblechanceof creating smart, meaningful policy that will give usan economic and
environmental leg up onthefuture,



FAIRAND AFFORDABLE UTILITY RATES

Sopping Telephone Deregulation

“No thank you, Qwest, again.”

Qwest hassuccessfully pursued deregulationin other states, and hastried repeatedly to get Oregonlegida
torsand regulatorsto bite that hook. We fended them off during the 2007 session of the Oregon Legida
ture, and they came back, undeterred, with acase beforethe PUC in 2008 that would have alowed them
toraiserateson basiclocal telephone service and nearly all other services. CUB went to bat for customers,
and negotiated a settlement that protectsthe core servicesthat many Oregonians, particularly low-income
and vulnerable populations, need to have. We' retalking about basiclocal serviceand other key services
such asunlisted numbers, call trace, extended areaservice, andtoll restriction. CUB also negotiated $2
million to be contributed by Qwest to the devel opment of an independent entity to hel p guide consumers
through the complicated world of telecommunications plansand pricing. Sotalk on!

Reducing PGE and Pacific Power Rate Hikes

“Enough is enough.”

Oregon’sprivatey-owned utilitiesare paid arate of returnto manage our hedt, light and telecommunications
utility service, and wethink thoserates of return are adequate compensation for that management. Some-
timesthe utilitiesthemselvesdon’t agree. PGE filed an unnecessary rate case which haslasted for much of
2008, originally asking for anincreaseintheir profit margin, anew helicopter and money for avariety of
new programs. Some of theseissues have been settled in negotiation, but PGE isstill asking for an addi-
tional $57 million. CUB hassubmitted our own evidence, and isopposing $52 million of theincrease. The
Commissionwill decidethiscase sometimeinlate December. Weare hopeful that the Commissionwill
heed CUB’srecommendation to impose on PGE a 1% budget widereduction in the parts of the case CUB
hasnot yet settled to encourage more effective cost management by the utility.

Pacific Power also asked for higher ratesthisyear, citing higher fuel and purchased power costs. Their
request wasfor anincrease of morethan $50 million which CUB successfully negotiated down by 40%. All
electric utilitiesarelooking at higher fuel costs, and some of that cannot be avoided. But CUB thinksthat is
all themorereasonto cut the extrasfrom utility budgets. After al, many Oregon familiesarehaving to
budget alot to pay thoserising utility and gashills.

Sopping the Gas Companiesfrom Shifting Risk to Customers

“And the Commission Agrees with CUB!”

Onemagjor victory we are so happy to report back to you on thisyear wasthe Public Utility Commission’s
Order backing CUB’sproposal for dealing with Purchased GasAgreementsby Oregon’snatural gas
companies. Those companies, NW Natural, Cascade, and Avista, wererequesting that anew system be
imposed whichwould have switched much of therisk of volatile natural gasmarketsfrom the companiesto
customers. CUB was shocked to seethat customers could have wound up paying for morethan the differ-
enceinforecasted and actual natural gas costs had the companies’ proposal been adopted. Instead, the
Commission agreed with CUB’sanaysisand supported our proposal, onewhich sharestherisk of changing
costs between customersand the company. After al, if we' re paying them arate of return to managethose
gaspurchases, they should “have some skininthegame.” Althoughiit’s pretty hard to put adollar figureto
the savings, customerswill benefit greatly fromthedecisioninthiscasefor yearsto come.



CUB and the Policy Center Personnel

“The more things change, the more they stay the same.”

It wasagood year for CUB inmany ways. However, we do misstwo staff memberswho left CUB this
year. Jason Eisdorfer, who cameto CUB asayoung attorney in 1994, devel oped the skillsand knowledge
baseto be one of theleading expertson energy and climateissuesin theregion, hasmoved to Bonneville
Power Administration. Heisnow the Greenhouse Gas Policy Strategist for thislargefedera agency. We
wish himthebest of luck under the new ObamaAdministration. Lowrey Brown, who cameto uswithan
impressive resume and ahead for both numbersand clear policy arguments, moved on thisyear and leaves
alargeholebehind. Her work wasfundamental in most of the program achievements of the past 5 years.
Wewish her al good thingsgoing forward.

After alot of interviewing, we have found two excellent new peopleto join the CUB staff. Catriona
McCracken, anative of Northern Ireland with 9 yearsat Oregon’s Department of Justiceand 3 1/2 yearsin
private practice behind her, hasapassion for environmental issuesand ison the board of the Northwest
Codlitionfor Alternativesto Pesticides. Catrionajoined usin October asour Staff Attorney and hasaready
learned agreat dedl, filed amajor Brief, met many of thefolkswework with at the utilitiesand the PUC,
and isready to take on any challenge. Gordon Feighner completed hisMaster’s Project at Duke on Model-
ing Carbon Dioxide Emissions Trading. In addition, Gordon has animpressiveresume of research working
for the Environmental Protection Agency and the City of Portland. Gordon started at CUB in November as
our Utility Analyst, and will bejoining usfull-timein January. We are so pleased to have him on board. We
look forward to getting to know Catrionaand Gordon better in the coming year, and are confident that both
will add strong arms and cool headsto the projects and battlesthat lie ahead.

Andwewould liketo mention thework of our two Shaich internsduring 2008: JessicaAionaand Sandra
Hirotsu. Jessica, arecent graduate of Bowdoin College, worked with Jeff Bissonnette on ajoint project
with theAppolloAlliance. Jessicahasmoved onto ajob at Quantec. Sandra, abright and competent
attorney, worked under the supervision of Jason Eisdorfer on Bonneville Power Administration issuesfor a
few months, and now works at the Northwest Power & Conservation Council. Find out more about the
Shaichinternship at http://oregoncub.org/archives/’2008/02/meet_cubs_shaic_1.php#comments.

The Financial Picture

“Steady and growing.”

CUB has maintained asteady membership of about 5,000 membersfor the past several years. Thisyear
we undertook severa projectsto acquire new membersand hopeto bring in many new supporters. We
received another clean audit, and the resulting Financial Statements showed that for 2007, we spent ap-
proximately 12% of our budget on Administrativework, 19% on MembershipActivities, and 69% on
Program, Policy and Education.

We continueto beafrugal organization, with asmall (but nice) office spacein downtown Portland, and a
tight set of handson thefinancial reins. Asoneboard member saidininterviewsrecently, “I have never seen
an organization stretch adollar and do so much with it asthisone.” We appreciate the donation of anew-
to-usused copier thisyear from Michael Davidson of A& E Tax Services. We appreciatethe volunteers
who cameinto hel p usget mailingsout. We appreciate the gifts of those who made mgor giftsthroughthe
CUB Policy Center’snew UrsaMagjor program. And most of all, we appreciate each and every single
contribution from our membersthat keepsthe doors open, the computerson, and the phonelineslit up.

Thanksfor another good year!



