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ATTN: Document Control Desk

Director, Spent Fuel Project Office

Office of Nuclear Material Safety and Safeguards
U. S. Nuclear Regulatory Commission
Washington, DC 20555-0001

Dear Sirs:

Submittal of Decommissioning Funding Information as Required by Nuclear Regulatory
Commission Letter Approving Partial Exemption from 10 CFR 72.30(c)(5) (TAC No. 1L.23737)

In response to Nuclear Regulatory Commission (NRC) letter “Partial Conditional Exemption
From the Requirements of 10 CFR 72.30(c)(5),” dated March 17, 2005," this letter submits
documentation adequate to demonstrate that, as applicable, funding provided by the Trojan
Independent Spent Fuel Storage Installation (ISFSI) co-owners for Trojan ISFSI
decommissioning has been approved for recovery in rates by a ratemaking authority. As
specified in the NRC’s March 17, 2005, letter and the accompanying Safety Evaluation Report
and Notice of Issuance (collectively referred to herein as the exemption approval), this
documentation is submitted within 30 days of the issuance of the NRC’s grant of exemption.
Therefore, as detailed further below, this letter and its enclosures satisfy Condition 1 of the
NRC’s March 17, 2005, exemption approval, such that the NRC’s exemption approval may be
considered effective.

! The NRC’s exemption approval was in response to PGE Letter No. VPN-036-2004 dated April 29, 2004, whereby
PGE requested a specific exemption, on behalf of the Trojan ISFSI co-owners, from the financial assurance
requirements of 10 CFR 72.30(c). This exemption was requested to the extent that following termination of the
Trojan Nuclear Plant license issued under 10 CFR 50, the requirement of 10 CFR 72.30(c)(5) may continue to be
applied to provide decommissioning financial assurance for the Trojan ISFSI. Q
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It is noted that the NRC’s March 17, 2005, exemption approval is worded such that the partial
exemption from the requirement of 10 CFR 72.30(c)(5) is granted to “PGE, the Trojan ISFSI
licensee.” It is hereby clarified that the Trojan ISFSI is co-owned by PGE, the City of Eugene
through the Eugene Water & Electric Board (EWEB), and Pacific Power & Light/PacifiCorp
(PacifiCorp),” and that PGE, EWEB, and PacifiCorp are collectively named as “Licensee” on
Trojan ISFSI License No. SNM-2509. As described further below, it is further clarified that the
NRC’s exemption approval is only intended to be applied by two of the three Trojan ISFSI
co-owners — PGE and PacifiCorp — for their respective ownership shares of Trojan ISFSI
decommissioning costs. PGE believes that these clarifications do not materially impact the
NRC’s March 17, 2005, exemption approval since, consistent with the exemption approval
wording, the partial exemption will be implemented only by the Trojan ISFSI licensee as
specified in Trojan ISFSI License No. SNM-2509.

The NRC’s March 17, 2005, exemption approval specifies that the exemption is to be effective
only upon satisfaction of the following condition, referred to as Condition 1 in the NRC’s
exemption approval:

[T]he exemption shall not become effective until the licensee
submits, within 30 days of the issuance of this grant of exemption,
documentation adequate to demonstrate that funding for the
Trojan ISFSI decommissioning has been approved for recovery in
rates by a rate making authority.

The documentation required by the NRC’s Condition 1 as cited above is only required and
provided by this letter and its enclosures for the two Trojan ISFSI co-owners — PGE and
PacifiCorp — that are anticipated to implement the NRC-approved partial exemption to

10 CFR 72.30(c)(5). As allowed by 10 CFR 72.30(c)(4), BPA, as a Federal government entity
fulfilling the decommissioning funding obligations of EWEB, a licensee, will continue to provide
financial assurance for Trojan ISFSI decommissioning in the form of a statement of intent
indicating that decommissioning funds will be obtained when necessary. With BPA’s continued
use of a statement of intent to cover its ownership share of Trojan ISFSI decommissioning costs
as allowed by 10 CFR 72.30(c)(4), BPA has no need to apply the NRC’s exemption approval.

2 As detailed in PGE-1069, “Trojan ISFSI Safety Analysis Report,” Section 1.1, “Introduction,” and Section 9.8.2.2,
“Decommissioning Funding Plan,” the Trojan ISFSI is jointly owned by PGE (67.5 percent), the City of Eugene
through the EWEB (30 percent), and PacifiCorp (2.5 percent). As discussed in PGE-1069, Section 9.8.2.2.2,
“EWEB/BPA Funding,” the Bonneville Power Administration (BPA) is obligated through Net Billing Agreements to
fund EWEB’s 30 percent share of the total Trojan ISFSI decommissioning costs. PGE is the principal owner and
has responsibility for maintaining the Trojan ISFSI.
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As detailed in PGE-1069, Section 9.8.2.2.1, “PGE Funding,” and 9.8.2.2.3, “PP&L Funding,”
PGE and PacifiCorp each maintains and makes periodic contributions to its own external sinking
fund to cover its ownership share of Trojan ISFSI decommissioning costs. As stated in
PGE-1069, Section 9.8.2.2.1, “PGE Funding,” PGE recovers its 67.5 percent share of the total
estimated Trojan ISFSI decommissioning costs through ratemaking regulation. This is
documented in Oregon Public Utility Commission (OPUC) Order No. 95-322, entered

March 29, 1995, on Docket UE 88, a copy of which is included as Enclosure I to this letter.
Specifically, the OPUC approved the Trojan Nuclear Plant decommissioning and funding plans,
which included construction, operation, and decommissioning of the ISFSI, and inclusion of
these costs in rates. (See OPUC Order No. 95-322 at 56, 57). The OPUC approved new PGE
rate schedules via Order No. 01-777, entered August 31, 2001, on Docket UE 115. The new rate
schedules do not impact the OPUC approval of PGE’s decommissioning and funding plans for
inclusion in the rate base as specified in Order No. 95-322. A copy of OPUC Order No. 01-777
is included as Enclosure II to this letter.

As stated in PGE-1069, Section 9.8.2.2.3, “PP&L Funding,” PacifiCorp also recovers its

2.5 percent share of the total estimated Trojan ISFSI decommissioning costs through ratemaking
regulation. PacifiCorp relies upon the above-cited OPUC Order No. 95-322, entered

March 29, 1995, on Docket UE 88, a copy of which is included as Enclosure I to this letter.
PacifiCorp has included Trojan ISFSI decommissioning costs in ratemaking proceedings since
that date. These proceedings include Dockets UE 94, UE 111, UE 116, and UE 147. The OPUC
reiterated in Order No 03-528 entered August 26, 2003, on Docket UE 147:

We have reviewed the stipulation, the testimony, and the supporting exhibits. We
find that the stipulation is a fair and reasonable resolution of all issues in this
docket. The stipulation, its Attachments A and B, and the stipulating parties’
Exhibit 106, are attached to this order as Appendix A and incorporated herein.
Exhibit 106 contains several schedules that summarize the stipulated revenue
requirement adjustments from PacifiCorp’s filed case in this docket. Page 1
replicates Attachment A to the stipulation and is not included. Pages 2 through 3
represent the stipulated adjustments and assumptions for the test period (the 12
months ending March 31, 2004). Page 4 contains the rate of return and revenue
sensitive costs. Pages 5 through 8 show the revenue, expense, and rate base
changes associated with each adjustment. Except as specifically set forth in the
adjustments, PacifiCorp’s initial revenue requirement and all its components
are accepted as filed. [Emphasis added]"

A copy of OPUC Order No 03-528 on Docket UE 147, which incorporates the wording excerpted
above, is included as Enclosure III to this letter.

As described above, the documentation submitted by this letter is adequate to demonstrate that,
as applicable, funding provided by the Trojan ISFSI co-owners for Trojan ISFSI
decommissioning has been approved for recovery in rates by a ratemaking authority. As
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specified in the NRC’s March 17, 2005, exemption approval, PGE is submitting this
documentation within 30 days of the issuance of the NRC’s grant of exemption. Therefore, as
detailed above, this letter and its enclosures satisfy Condition 1 of the NRC’s March 17, 2005,
exemption approval, such that the NRC’s exemption approval may be considered effective.

Finally, it is noted that the NRC’s March 17, 2005, exemption approval includes a “Condition 2”
specifying that the exemption shall cease to be effective in the event that funds remaining to be
placed into the Trojan ISFSI decommissioning external sinking fund are no longer approved for
recovery in rates by a competent rate regulating authority. PGE hereby acknowledges
Condition 2 of the NRC’s exemption approval, such that in the future, if funds remaining to be
placed into PGE’s external sinking fund to cover PGE’s 67.5 percent ownership share of Trojan
ISFSI decommissioning costs are no longer approved for recovery in rates by a competent rate
regulating authority (currently OPUC), the subject exemption will be considered no longer
effective for and may no longer be implemented by PGE. Similarly, if funds remaining to be
placed into Pacificorp’s external sinking fund to cover PacifiCorp’s 2.5 percent ownership share
of Trojan ISFSI decommissioning costs are no longer approved for recovery in rates by a
competent rate regulating authority (currently OPUC), the subject exemption will be considered
no longer effective for and may no longer be implemented by PacifiCorp.

If you have any questions regarding this correspondence, please contact Mr. Jay P. Fischer,
Trojan ISFSI Manager, at (503) 556-7030.

Sincerely,

b T

Stephen M. Quennoz
Vice President, Generation

c: C. M. Regan, NRC, NMSS, SFPO
J. T. Buckley, NRC, NMSS
C. M. Craig, NRC, NMSS, DWM
T. L. Fredrichs, NRC, NMSS, DWM
Director, NRC Region IV/DNMS
D. Stewart-Smith, ODOE
A. Bless, ODOE
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enTERED MAR 2 9 1995

BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

UE 88

In the Matter of the Revised Tariff
Schedules for Electric Service in Oregon
filed by PORTLAND GENERAL
ELECTRIC COMPANY.

ORDER

e e e’ e’

SUMMARY

This order approves new rate schedules for Portland General Electric Company
(PGE). Under the new schedules, PGE’s rates increase approximately 5.8 percent
overall. PGE’s original filing, which included a proposal to accelerate the Boardman
gain amortization, sought an increase in revenues of $58,974,927 for 1995, and
$60,783,781 for 1996. PGE subsequently withdrew its Boardman proposal, which
increased the company’s revenue need to $92,275,240 in 1995 and $95,105,468 in 1996.
In this order, the Commission grants PGE an increase in revenues of $50,970,243 for
1995 and $51,812,359 for 1996.

Undepreciated Trojan Investment. The dominant issue in this docket is the
allocation of undepreciated investment and other costs resulting from the premature
closure of the Trojan Nuclear Power Plant (Trojan).

In January 1993, PGE retired the 1200 megawatt (MW) plant, which was
licensed to operate until 2011. Degradation of the plant’s steam generator tubes led
PGE to retire the plant 19 years before the expiration of its 35-year license life. As of
January 1, 1995, PGE’s net undepreciated investment in Trojan totaled approximately
$288 million. In this proceeding, PGE seeks full recovery of and return on that
undepreciated investment, plus other costs related to service.

We reject PGE’s request for full recovery of Trojan costs. We conclude that the
allocation of the Trojan costs is properly determined by a “net benefits™ analysis. A net
benefits analysis compares the costs of a plant’s continued operation with the costs
associated with retiring the plant plus the expected long-term costs of replacing the
plant’s output. The purpose of a net benefits test is to identify the point at which
ratepayers are indifferent between the options of continued operation of Trojan and
shutdown and construction or acquisition of replacement resources.

e
'
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» Full recovery of undepreciated Trojan costs is not guaranteed to PGE, nor is it
required of the Commission. Granting full recovery in rates where there is not a net
benefit to ratepayers would insulate the utility from risk no matter what its actions. On
the other hand, granting no recovery of undepreciated investment would not encourage
PGE to engage in prudent management and responsible least-cost planning, goals the
Commission wishes to promote. The net benefits analysis is a tool to determine where
ratepayers are held harmless for imprudent operation or management of Trojan, and to
share costs between ratepayers and shareholders on that basis.

The Commission staff (staff) conducted a net benefits analysis, using PGE’s
least-cost plan (LCP) as a starting point. The final result of PGE’s least-cost planning
process indicated that immediately closing Trojan was the least-cost option. The LCP,
however, considered the plant as it actually existed and projected those costs forward to
2011. To determine whether there was a net benefit to ratepayers from closing Trojan,
staff sought to determine whether the costs on which PGE’s least-cost planning process.
was based would have been allowed in rates. 1f PGE’s LCP projections were based on
costs that had been driven up by management problems, for instance, the net benefits
analysis would disallow the costs if they were imprudently incurred.

Staff hired an independent consulting firm, Theodore Barry and Associates
(TBA), to evaluate whether the costs of operating Trojan were prudently incurred. TBA
assessed the reasonableness of PGE’s operation and management of Trojan from the
plant’s initial commercial operation in 1976 through its current delicensing and
decommissioning activities. TBA explored Trojan’s comparative performance, reviewed
management issues, and analyzed the steam generator issue. Its examination focused on
whether PGE’s actions, based on all the information PGE knew or should have known at
the time, were reasonable and prudent in light of all the circumstances. TBA did not base
conclusions on hindsight or knowledge acquired after the fact, and recognized that one or
more courses of action may be reasonable in a given set of circumstances.

TBA also quantified the effects of PGE’s management and operation *
deficiencies, and staff projected TBA’s figures out over the period from 1995 to 2011, a
period beginning with the first test year in this rate case and running through Trojan’s
originally scheduled closure. Staff compared these imputed costs with the cost of
replacement resources to determine whether there was a net benefit from closing Trojan.

After an examination of the net benefits analysis, we conclude that the
premature closure of Trojan resulted ih a negative net benefit of approximately $20.4
million. We find that continued operation of Trojan would have cost less than immediate
shutdown but for stearn generator defects and management problems at Trojan.
Management problems resulted in avoidable costs that should be borne by shareholders,
not ratepayers.
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We adopt TBA’s finding that PGE behaved prudently with respect to the steam
generator degradation. However, we disallow the steam generator costs incurred since
1991 and exclude the cost of replacing the steam generators from the imputed costs of
running Trojan in the net benefits analysis. Although PGE’s behavior was not faulty,
PGE and the ratepayers are the only two parties to whom we can assign or impute steam-
generator costs. As between those two parties, PGE is better situated to recover its costs
from the manufacturer of the steam generators. Moreover, it is fair that shareholders bear-
some of the consequences of management investment decisions.

To hold PGE’s ratepayers harmless for the effects of steam generator defects
and management failures, we are disallowing recovery in rates of $20.4 million of the
company’s remaining investment in Trojan.

Post-1991 Capital Expenditures. We also disallow PGE’s post-1991 capital
expenditures to repair Trojan’s steam generators and costs for the purchase of a spare
nuclear reactor coolant pump. Although we find that PGE acted prudently with regard to
its maintenance and operation of the steam generators, PGE is better situated to pursue
remedies for any manufacturing defects against Westinghouse, the steam generator
manufacturer, than are the ratepayers. PGE’s purchase of the spare reactor coolant pump
was not prudent and will not be allowed in rates. These disallowances total an additional
$17.1 million, for a total Trojan-related disallowance of $37.5 million.

These conclusions result in a disallowance of 13.0 percent of the remaining

' Tro_]an costs, which will be bomne by shareholders, not ratepayers. That result
approximates a scenario in which Trojan was reasonably operated and managed. In the
main, the disallowances correct for avoidable costs.

Decommissioning and Transition Costs. In this order, we also approve funds
to decommission Trojan and to pay for the transition to shutdown. Decommissioning
costs are the costs of physically dismantling the plant and packaging and storing the
radioactive components and spent fuel. Transition costs are the operations and
maintenance (O&M) and administrative and general (A&G) costs associated. with plant
closure. . :

PGE would incur decommissioning and transition costs regardless of when the
plant was taken out of service, and the company has already been paying into a
decommissioning fund. Because Trojan was shut down before the end of its license life,
however, payments into the fund will have to increase for a time. Even with the increase
in annual contribution, PGE will have to borrow to bridge its needs. As currently
estimated, however, the cash flows will eventually be sufficient to fund the cost of
decommissioning including repayment of the interim financing.

PGE has submitted a decommissioning plan for approval by the Nuclear
Regulatory Commission (NRC). We approve PGE’s plan subject to our review and
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‘monitoring of costs. There are a great many unknowns as regards decommissioning, and
we need to retain the flexibility to modify PGE’s plan if circumstances change
significantly.

Decoupling. Another major issue in this docket is decoupling. Decoupling is a
mechanism that eliminates the automatic connection between utility sales and profits.
Breaking that connection is designed to entourage utilities to find cost-effective ways of
reducing sales and conserving energy. If sales are linked to profits, a utility has every
incentive to keep sales, and hence energy consumption, high.

Decoupling creates a mechanism to adjust for actual sales deviating from a
preestablished level. A utility cannot increase its eamings by increasing sales, because
additional sales margins are returned to ratepayers and the utility’s net revenues are reset
to the preestablished level. If the utility’s revenues are less than forecast, the decoupling
mechanism would restore those lost margins so that net revenues are again adjusted to
reflect the preestablished level. The company does not gain or lose net revenues by
selling larger or smaller amounts of power.: The key step in decoupling is to establish the
revenue targets. ' '

In Order No. 92-1673, the majority of the Commission directed PGE to develop
a decoupling mechanism suitable to its circumstances. Working as part of a '
collaborative, PGE designed a process that uses a two-year test period to establish
revenue targets and deals with monthly revenue benchmarks, weather normalization, rate
spread, and other issues.

At issue in this docket is whether and how to implement decoupling. Some
parties argue that decoupling has not proven to be as effective as hoped in other
jurisdictions. Some contend that forecasting over the two-year test period introduces too
much uncertainty. Other parties argue for decoupling, but suggest different ways of
treating rate spread or other features of the collaborative’s plan.

A majority of the Commission finds that decoupling should be implemented. It
is a relatively simple mechanism to remove a variety of perverse incentives inherent in
the existing structure of rate regulation and it has low administrative costs. Its benefits
clearly outweigh its disadvantages. Chairman Smith writes separately in dissent on this
issue. :

We adopt the collaborative’s mechanism, subject to certain reporting and .
monitoring requirements. The reporting requirements are designed to make it easier to
administer and review the mechanism. The monitoring requirements are designed to
protect ratepayers from the potential problem of a decline in the level of PGE’s service.

Rate Spread. In setting electric utility rates, this Commission has traditionally
been guided by the cost of serving various customer classes, as measured by marginal
costs. The marginal cost study approved in this order indicates that commercial and
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industrial customers pay a higher rate relative to the costs of providing service than
residential customers.

In this order, we reaffirm the use of a “4-to-1” rate spread methodology to help
set rates more in line with the actual costs caused by each customer class. This 4-to-1
methodology, which was adopted in PGE’s last general rate case (UE 79), assigns
residential customers a percentage increase of four times that assigned to medium and
large commercial and industrial customers. This rate spread methodology will not
eliminate the current rate disparity, but will achieve & more balanced distribution of the
costs of service without subjecting residential customers to rate shock.

Other Issues. Commission staff asked the Commission to impose on PGE an
additional reduction in discretionary costs (operating and maintenance expense accounts
excluding Trojan O&M, amortization of energy efficient balances, uncollectible accounts,
regulatory expenses, and rents) if the Commission found that PGE’s cost reduction efforts
were insufficiently diligent in the circumstances. We have imposed an additional one
percent cost reduction on PGE, which reduces PGE’s revenue requirement by
approximately $1.6 million'in each test year.

Most other major issues in this docket were resolved by stipulation between
staff and PGE. We have reviewed these stlpulanons carefully, find that they are
reasonable, and adopt them.

Overview of PGE’s cost structure. This proceeding used a two-year test -
period to comport with the decoupling approach suggested by PGE's collaborative on
decoupling. Due to the closure of Trojan, PGE's cost structure has changed significantly.
The major factor causing the rate change authorized by this order involves power supply
costs. As compared with the costs adopted in PGE's last rate order (UE 79, Order No.
91-186), fixed operation and maintenance costs decrease by $49.8 million for 1995 and
by $47.6 million for 1996. However, power supply costs increase by $147.7 million for
1995 and by $152.7 million for 1996. Both of these factors are affected significantly, but
not exclusively, by the closure of Trojan. Other factors offset to some extent the

.increases in costs, notably a lower rate of return to stockholders due to more favorable
capital markets. In addition, the Commission has disallowed certain of the unrecovered
Trojan costs. The decision on the Trojan cost recovery issue has the effect of reducing
PGE's request by $9.7 million for 1995 and by $9.3 million for 1996.

INTRODUCTION

Procedural Background
On November 9, 1993, PGE filed Advice No. 93-26, a general tariff revision

designed to increase rates to its Oregon electric retail customers, to be effective
December 8, 1993. PGE’s proposed price schedules are based on the company’s

& -
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_expected revenue requirement for a two-year test period covering 1995 and 1996. The
two-year test period reflects the decoupling mechanism designed by PGE and a
collaborative work group pursuant to Order No. 92-1673.

_ On December 7, 1993, we found good and sufficient cause to investigate the
propriety and reasonableness of the rates and initially ordered the suspension of Advice
No. 93-26 for a period of six months. See Order No. 93-1754. Shortly thereafter, PGE
waived the statutory suspension period and, on June 1, 1994, we ordered a further
suspension of the Advice until January 1, 1995. See Order No. 94-899.

Prehearing Conference

On December 13, 1993, Ruth Crowley, a Hearings Officer for the Commission,
held a prehearing conference in Salem, Oregon, to identify parties and interested persons
and to adopt a procedural schedule. A list of the parties to this proceeding is set forth in
Appendix A. '

Public Comment Hearings -

In February 1994, we held public comment hearings in Portland, Gresham,
Aloha, and Salem. At each hearing, a representative of PGE made an informal
presentation explaining the terms of the proposed rate schedules and other aspects of the
filing. A member of the Commission staff also appeared to explain staff’s role in this
proceeding and to answer questions from the public. Many PGE customers and interest
groups attended the hearings and testified in opposition to the proposed rate increase.
During the course of this proceeding, we also received numerous written comments from
the public opposing PGE’s proposed tariffs.

Bifurcation

On March 21, 1994, staff moved to amend the schedule and to defer
examination of issues related to PGE’s investment in the Trojan Nuclear Power Plant and
cost of capital to a later phase of this proceeding. Staff requested the bifurcation to allow
time to hire a consultant and time for the consultant to review Trojan-related issues.! On
May 3, 1994, the Hearings Officers granted the motion and bifurcated this proceeding
into Phase I and Phase I1. '

UM 692 and Further.Extension of Suspension Period
On May 26, 1994, staff moved to further amend the schedule to allow additional

time for its consultant to complete work. Staff concurrently filed a motion for an order
authorizing PGE to use, upon the expiration of the suspension period, deferred accounting

! For purposes of this proceeding, Trojan-related issues are defined to include any issue encompassed by
Docket No. DR 10, Order Nos. 93-1117 and 93-1763.
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treatment for increased revenues resulting from the implementation of PGE'’s revised
tariffs.

Staff subsequently withdrew its motions. On July 29, 1994, PGE applied to
defer for later ratemaking treatment 40 percent of the incréased power costs resulting
from the closure of Trojan for the period from January 1, 1995, until March 31, 1995, or
the effective date of new tariffs approved in this proceeding, whichever is earlier. We
docketed PGE’s application as UM 692 and consolidated it with this proceeding. On
September 30, 1994, we granted PGE’s request for deferral of costs. See Order No.
94-1456. With approval of its application, PGE agreed to stipulate to a further extension
of the suspension period to no later than March 31, 1995.

PHASE 1

Issues List

After a review of PGE’s tariff filing, staff identified 44 potential issues in what
has been designated as Phase I of this proceeding. Staff listed those issues numerically in
its preliminary issues list, filed on May 3, 1994. We use staff’s numbering system in our
discussion of those issues. A complete issue list is found on page 1 of Appendix F,
Adjustment Summary, attached.

Stipulations

On July 1, 1994, PGE and staff submitted a stipulation intended to resolve many
of the disputed issues in this portion of the proceeding, subject to our approval. The
stipulation is attached as Appendix B. The stipulation was supported by joint testimony
of Ray Lambeth of staff and Kelley Marold of PGE on numerous revenue, cxpcnse and
rate base issues.

On July 15, 1994, PGE and staff submitted a stipulation supplement intended to
resolve additional disputed issues not covered in the first stipulation. The stipulation
supplement is attached as Appendix C. The stipulation was supported by joint testimony
of Lynn Plamondon of staff and Chris Ryder of PGE.

On February 27, 1995, PGE and staff submitted an additional stipulation
intended to resolve issues relating to Issue S-13: Variable Power Costs. The additional
stipulation is attached as Appendix D.

All stipulations and supporting testimony were entered into the record of this
proceeding as evidence pursuant to OAR 860-14-085(1).

~——”
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Evidentiary Hearing

On July 14, 1994, Hearings Officers Ruth Crowley and Michael Grant held a
Phase I evidentiary hearing in Salem, Oregon. Randy Childress and Melinda Horgan,
Attorneys at Law, appeared on behalf of PGE. Paul Graham, Mike Weirich, and
Kimberly Cobrain, Assistant Attorneys General, appeared on behalf of staff. Grant
Tanner, Attorney at Law, appeared on behalf of the Oregon Committee for Equitable
Utility Rates (OCEUR). John Stephens, Attorney at Law, appeared on behalf of the
Citizens® Utility Board (CUB). Phil Carver appeared on behalf of the Oregon
Department of Energy (ODOE).

Based on the record in these proceedings, we make the following:
FINDINGS OF FACT AND CONCLUSIONS OF LAW
Stipulated Issues

The Phase I stipulations cover most of the issues identified by staff in this
portion of the proceeding. ODOE and OCEUR are not parties to the stipulations and
object to portions of the proposed resolution of Issue S-44: Rate Design. OCEUR also
challenges the proposed resolution of Issue S-13: Variable Power Costs, and Issue S-37:
_ Boardman Gain Acceleration. Accordingly, we will treat issues S-13, S-37 and S-44 as a
contested issues and address them with the other issues not covered in the proposed
stipulations. ' '

We have reviewed the Phase I stipulations with regard to the other noncontested
issues (S-1 through S-12, S-14, S-17 through S-28 except for one issue in S-20, S-30,
S-31, S-33, S-34 through S-36, S-39, S-40, S-42 and S-43). We find the stipulations on
these issues reasonable. Accordingly, the stipulations on those issues, set forth in
Appendices B, C and D, are adopted.

Contested Issues

The Phase I stipulation did not cover six identified issues (S-15: Wage and
Salary; S-20: Medical Insurance Pooling; S-29: HVEA Promotions; S-32: PGC
Allocations; S-38: Decoupling; and S-41, LRIC and Rate Spread). Furthermore, as
discussed above, issues S-13: Variable Power Costs,'S-37: Boardman Gain Acceleration,
and S-44: Rate Design, are treated as contested issues. We address these nine issues
separately in numerical order.

Applicable Law

As the petitioner in this rate case, PGE has the burden of proof on all issues.
ORS 757.210 provides that, in a rate case, “the utility shall bear the burden of showing
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that the rate or schedule of rates proposed to be established or increased or changed is just
and reasonable.”

S-13: Variable Power Costs

PGE incurs variable power costs to meet its retail and firm wholesale
requirements and to make economic wholesale sales in the secondary market. To
estimate its variable power costs for the two-year test pcnod, PGE used PROSCREEN, a
computer forecasting model.?

PGE and staff entered into a stipulation with respect to PGE’s variable power
costs. The parties propose to include in UE 88 base rates variable costs savings expected
from the commercial operation of the Coyote Springs generating plant using a forecast in-
service date of December 15, 1995. The parties also agree that PGE may file proposed
revised rates to address a change in BPA’s transmission and power rates through a
tracking procedure when such change occurs. As a result of those proposals, PGE and
staff further agree that the following amounts are a reasonable forecast of variable power
costs for the test period: $304,624,300 (1995); $310,103,700 (1996).

OCEUR is not a party t6 that stipulation, however, and objects to the use of the
PROSCREEN model because the model was developed for use in thermal-based systems.
OCEUR does not suggest an alternative but urges caution in use of the model. For 1996,
OCEUR proposes to increase the 1995 estimate only by a load growth factor. We find
that proposal unacceptable, because OCEUR’s approach does not rigorously forecast
power costs for 1996 and hence is not factually based .

We have reviewed the stipulation befween staff and PGE on variable power
costs and find it reasonable. We adopt that stipulation, attached as Appendix D.

S-15: Wage and Salary

Staff proposes certain adjustments to PGE’s filing with respect to estimated
increases in wages and salaries. Specifically, staff recommends reductions in straight- -
time labor of $504,691 in 1995 and $923,640 in 1996, and allocates those reductions
between operations and maintenance expense and capital. Staff also recommends a
reduction in related payroll tax expense.

? The PROSCREEN model calculates a power cost forecast based primarily on: 1) PGE’s nondispatchable
firm purchases and sales; 2) hydro capacity, both average energy and peaking, under different water
conditions and based on PGE and regional hydro resources; 3) hourly loads of PGE, the Northwest, and
California; 4) the variable costs of PGE’s thermal plants; and 5) the marginal cost curves of other resources
in the Northwest and California. The model then applies the Network Economy Interchange logic to make
purchases and sales that minimize the marginal cost of the entire system, making as many economic
transactions as possible prior to dispatching PGE’s plants and other dispatchable resources and making
purchases to meet the remaining load.
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Staff and PGE arrive at their positions by using two different analytical
methods. PGE relies on a market-based approach to determine its labor budget. PGE
first defined five labor markets, differentiated in terms of size and demographics, in
which it competes for employees. For each market, PGE reviews annual surveys from
various sources to determine competitive base pay rates for its employees.

Staff relies on a three-year wage and salary formula to estimate appropriate
payroll levels. As a starting point, staff’s formula uses PGE’s actual nonunion average
wage and salary level for 1992 and 1993. From there, staff applies the Consumer Price
Index change for each of the three subsequent years to establish a forecast of test-year
wage and salary levels. In staff’s method, if PGE’s projected wage and salary level is
within ten percent of staff’s projection, the difference between projections is shared
equally between customers and shareholders. Outside the ten percent band, shareholders
keep all the benefit or pay all the cost.

We find the three-year wage and salary formula more reasonable than PGE'’s
approach for this proceeding and adopt staff’s recommendations. As staff points out, this
Commission has relied on staff’s model for over ten years to monitor energy utilities’
wages and salaries for both general rate cases and earning tests associated with deferred
accounting. The current model produces a reasonable and reliable result.

: PGE faults staff’s model for not being market based. Staff’s model is based on

market data. Its starting point is actual PGE wages for 1992 and 1993. Moreover, staff’s
method of sharing the difference between the two payroll projections equally between
ratepayers and shareholders also allows for some adjustments to reflect changes in market
conditions without allowing unchecked escalation.

Although we adopt staff’s method for this proceeding, we do not preclude more
extensive use of market data in future proceedings. We will not direct staff to investigate
further the use of market data, as PGE requests. However, the company may introduce
appropriate market data in support of its filings in the future.

S-20: Medical Insurance

Issue S-20 is covered by the stipulation with the exception of staff’s proposal
that PGE explore the possibility of becoming part of a larger insurance pool to reduce its
medical insurance costs. Staff asks us to order PGE to assess the possibility of pooling
arrangements with other companies. PGE objects and argues that the possibility of
national health care reform creates uncertainty in the medical insurance area and notes
that it unsuccessfully attempted medical insurance pooling in the early 1980s.

Staff counters that it requires only a feasibility study. Staff urges that PGE
should submit a proposal for an assessment study within 45 days of the entry of the order
in this docket. PGE opposes the requirement to perform an additional study on pooling
costs because the requirement duplicates or contradicts other PGE efforts in this area;

10 i
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because staff’s proposal is unclear; and because the required study may be very costly
and time consuming. PGE argues that it should be allowed to provide staff a status report
on its efforts to reduce medical insurance costs within 90 days from the date of this order.
Once staff has had an opportunity to review the report, the Commission may hold a
hearing to see what additional steps are needed to implement insurance cost reduction.

PGE’s suggestion is the more efficient and reasonable approach. We adopt
PGE’s proposal for exploring ways of reducing medical insurance expenses. PGE’s
status report will be due within 90 days from the date of entry of this order.

S-29: HVEA Promotions -

PGE’s proposed revenue requirements for 1995 and 1996 include over
$1 million each year to provide customers with information about High-Value Electrical
Applications (HVEA). These applications include electric forklifts, electric lawnmowers
and grass trimmers, electric barbecues, and dual-fuel heat pumps. PGE contends that
providing customers with information about HVEA is a valuable customer service and
proposes to budget related expenditures under Federal Encrgy Regulatory Commission
(FERC) Account 908.

Staff objects to PGE’s proposal and recommends that the Commission disallow
all expenses relating to HVEA promotions. Staff contends that the HVEA activities are
intended to either promote or retain load. For that reason, staff argues that the costs .
related to the HVEA marketing activities are more appropriately treated as promotional
expenses under FERC Account 912.

To recover HVEA expenses, PGE must demonstrate that the promotional
activities are reasonable by quantifying net ratepayer benefits. In Docket No. UG 81, the
Commission recognized that ratepayer benefits must be established by “a showing that
the specific expenditures incurred provided a recognizable benefit to the people from
whom the utility seeks reimbursement. . . . It may be difficult to quantify benefits, but the
utility company needs to show the Comrmsswn that there is a sound basis for passmg the
costs on to the ratepayers.” Order No. 89-1372 at 7.

After a review of PGE’s testimony, exhibits, work papers, and other evidence
submitted in this matter, we conclude that PGE has failed to establish specific benefits to
ratepayers from HVEA expenditures. Although PGE maintains that HVEA activities are
a customer satisfaction strategy designed to help the company move into a more
competitive environment, it acknowledges that HVEA may increase the use of electricity
by up to an average of four to five MW per year. Thus, while the information provided
may prove useful to some customers, a primary purpose of the activities is to create new
customers or increase sales to existing customers. Because PGE has not demonstrated
that the promotion of HVEA will provide specific benefits to its ratepayers, we adopt
staff’s recommendation that these costs not be allowed.

11 T
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In reaching this decision, we note staff’s concerns that PGE is inconsistent in
promoting both energy efficiency and load growth when the company is acquiring new
resources. PGE’s efforts to promote load growth may undermine its ability to promote
customer adoption of energy efficiency measures. We recognize that there are some
circumstances in which the increased use of electricity can provide benefits that may not
directly relate to rates, such as environmental benefits. PGE, however, must provide
sufficient evidence to support a finding that those benefits exist.

S-32: PGC Allocation

PGE’s filing allocates certain joint and common costs incurred by Portland
General Corporation (PGC) to PGE, a wholly owned subsidiary. This issue concerns
allocations to PGE of PGC’s Board of Directors costs and PGC’s Executive costs. PGE
proposes to change its cost allocation method from the direct labor costs method to the
Equity Method for Board of Directors costs and the Massachusetts Formula for the
Executive costs. Staff has usually used the direct labor costs method. The Commission
adopted that method in UE 79,0rder No. 91-186. PGE’s filing for FERC Account Nos.
921 (Office Supplies and Expenses), 926 (Employee Pensions and Benefits), and 408.1
(Taxes Other Than income Taxes) was $6,294,769 for 1995 and $6,844,271 for 1996.
Those accounts reflect PGC cost allocations.

The Equity Method distributes costs on the proportionate investment of the
parent company, PGC, in its various subsidiaries. The Massachusetts Formula distributes
costs on an equal weighting of subsidiaries’ payroll, revenue, and assets. PGE did not
present reasons for changing from the direct labor costs method.

Staff argues that the proposed methods are inappropriate for the S-32 cost
allocation categories. PGE’s revision with respect to the Equity Method, staff contends,
is based on assertions unsupported by verifiable cost causation linkages. There should be
a high degree of correlation between PGC employees’ time and the PGC Board of
Directors’ time allocation, according to staff, because both groups are concerned with
shareholder wealth maximization. Staff further argues that if PGC has nonoperating
subsidiaries with investment but no demand on PGC employees’ or directors’ time, the
existing method will achieve a more correct allocation of cost than the Equity Method.

Staff points out that the Massachusetts Formula could be a fair and reasonable
method for homogeneous subsidiaries, as measured by line of business and maturity.
Staff contends that that is not the case here, however, because PGE has inherent biases as
to capital and labor intensity when compared to the nonregulated subsidiaries of PGC.
These biases, according to staff, skew costs to the utility and provide an improper cross-
subsidization. Staff also expresses reservations about inclusion of revenues, which are
cost derivative, not cost causative, in the formula. Staff takes the position that the best
reflection of effort and resource expenditures by the parent is its directly assigned labor
expense. Staff has recalculated PGE’s original filing for FERC Account Nos. 921, 926,
and 408.1 to $5,793,297 for 1995 and $5,992,097 for 1996. Those reductions reflect

12 z”
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corrections of inflation errors and eliminate the effects of PGE’s proposed allocations
revisions. -

PGE does not counter staff’s arguments. We are persuaded that staff is correct
and adopt staff’s adjustments to the PGC cost allocations.

S-38: Decoupling

Definition of Decoupling. Decoupling is a regulatory tool designed to
eliminate disincentives for a utility to promote cost-effective energy conservation.
Decoupling mechanisms break the link between profits and sales by creating a
mechanism to adjust for actual sales deviating from a preestablished level. Under this
mechanism, a utility cannot increase its earnings by increasing its sales, because
additional sales margins are returned to ratepayers and the utility’s net revenues are reset
to the preestablished level. If the utility’s revenues are less than forecast, the decoupling
mechanism would restore those lost margins so that actual net revenues are again =~ -
adjusted to reflect the preestablished level. Thus, the company does not gain or lose net
revenues by selling larger or smaller amounts of power.

Decoupling Policy and Collaborative Recommendations. In 1991, the
Commission opened an investigation docket, UM 409, to develop a set of policies that
would encourage utilities to acquire cost-effective demand-side resources. - In Order No.
92-1673, at 13, the majority of the Commission made a policy decision to decouple utility
profits from sales levels:

We are persuaded that the connection between profits and
sales should be severed. As long as the regulatory system
provides that increased sales may lead to increased profits,
a conflict will exist between the motivation to sell energy
and the motivation to promote reduction in energy
consumption. “No other change in the regulatory system
can ensure that we will move toward the goals of this
proceeding.

The Commission directed PGE to undertake collaborative processes to develop
a decoupling mechanism suited to the company’s particular circumstances. PGE, staff,
and representatives of a broad group of interests worked together to develop a decoupling
mechanism for PGE. The collaborative, as the working group was called, presented its
mechanism at the Commission’s April 20, 1993, public meeting.

To establish revenue targets for PGE, the collaborative decided to use a two-
year test period. Revenue targets are to be set once for each two-year period, so that there
is one rate change for the period. The mechanism also establishes monthly revenue
benchmarks and incremental cost estimates; restates actual revenues and sales as if
normal weather had occurred; implements decoupling-related rate adjustments every six

13 &
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months as needed; amortizes any decoupling adjustment over an 18-month period;
spreads the decoupling adjustment among the customer classes using, in part, the rate
spread adopted by the Commission in PGE’s 1991 general rate order, Order No. 91-186
(UE 79); and caps the overall revenues collected from the decoupling rate adjustment at
any time at 3 percent of base revenues.

How and Whether to Implement Decoupling. The Oregon Department of
Energy (ODOE), and the Northwest Conservation Act Coalition (NCAC) do not oppose
decoupling. Staff states that the Commission has already made the policy decision that
profits should be decoupled from kilowatt hour (KWh) sales. Therefore, staff did not
discuss whether decoupling should be implemented. PGE agrees to decoupling if the
Commission finds that its benefits outweigh its disadvantages. PGE also conditioned its
agreement on the Commission following PGE’s request with respect to the treatment of
variable power costs (Issue S-13). PGE signed a stipulation resolving that issue, so

.PGE’s concerns in that regard have been met. ODOE and NCAC also support the

collaborative’s decoupling mechanism.

OCEUR raises a number of arguments against decoupling. First, OCEUR
contends that decoupling abandons the regulatory premise that utility rates should be
based on the utility’s prudently incurred costs of providing service. It argues that
decoupling not only leaves a utility indifferent to declining revenues from conservation,
but also insulates it from revenue attrition resulting from any source, including warm
weather, recession, or disappearing rate base. In short, OCEUR believes that decoupling
makes a utility insensitive to costs and profits.

Second, OCEUR points out problems associated with decoupling, especially the
difficulties of estimating costs for a two-year period with sufficient accuracy for
ratemaking purposes. The two-year period, OCEUR contends, fails to account for the
time value of money. Costs are estimated on a year-by-year basis and then averaged over
two years. In a time of rising costs, this leads to collection of a greater amount in rates
than is actually incurred for that year, and a subsequent lesser collection the second year.
Therefore, OCEUR contends that the decoupling mechanism functions as an interest-free
loan to the utility in such a case. OQCEUR also believes that the mechanism gives the
utility an incentive to overestimate its power costs in the second year of a two-year test
period.

Staff noted that OCEUR s concern is less about decoupling than about
accurately estimating variable power costs. Staff stated that the Commission frequently
uses estimates of variable power costs in such areas as avoided costs and conservation
cost effectiveness. Because these other areas are extensively scrutinized, staff does not
believe an "error” exists in the methodology for estimating variable power costs and notes
that OCEUR has not raised this concern in any of those other areas.

Finally, OCEUR contends that the decoupling mechanism allows the company
to game the mechanism. OCEUR believes that the incremental costs used in the

14 - -
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mechanism understate the “true” short-run variable cost. OCEUR contends that the
company can inappropriately increase its profits through the decoupling mechanism by
reducing its sales.

Consistent with its argument on Issues S-41 below, CUB requests that we undo
the 4-to-1 rate spread for decoupling adjustments.

Disposition. We adopt the decoupling mechanism the collaborative presented,
subject to the recommendations staff has made (see below). It is still the Commission’s
policy to encourage conservation by severing the link between sales levels and profits.
The difficulties of forecasting a two-year test period are not significant enough to
outweigh the potential benefits from decoupling.

Decoupling is an attempt to align the utility’s financial interest with the interests
of its customers. Decoupling removes the utility’s incentive to promote new sales and
does not provide utilities with an incentive to adopt ineffective demand-side mandgement
programs. The current system of regulation produces incentives for utilities to increase
electricity sales and corresponding disincentives to the pursuit of energy efficiency.
Because decoupling separates profits from fluctuating sales levels regardless of the cause
of the changed sales, it addresses efficiency impacts resulting from all effects, including
rate design, all utility-sponsored demand-side management activities, and all energy
efficiency measures. Moreover, decoupling does not require sophisticated measurement
or estimation. A utility that does not actually produce savings simply does not proﬁt

from demand-side management '

Decoupling does not take the next step and provide a positive incentive for good
planning. But it does provide a relatively simple mechanism to remove a variety of short-
term perverse incentives inherent in the existing regulatory structure.

Breaking the link between sales levels and profitability does not mean that the
utility is left with no incentive to minimize costs and maximize profits. The utility can
increase its profitability through activities not related to sales. Also, the collaborative’s
decoupling mechanism specifically chose to use expected rather than actual incremental
power- costs, giving the utility another opportunity to increase profits by minimizing its’
actual KWh costs.

The Commission is persuaded by staff’s rebuttal of OCEUR’s concerns about
variable power costs. Asto OCEUR'’s arguments about the time value of money, where
rising costs are averaged over two years, the first year’s actual average cost will be less
than the two-year average, and the second year’s actual average cost will be more than the
two-year average. This is a natural outcome of averaging. This averaging also occurs in
a single-year test year, the result being that a single set of rates for the test year will
necessarily be overstated for the first six months and understated for the last six months.
Normal regulatory practice does not make an adjustment to costs to take into account
what may be considered an interest-free loan due to this type of stream of payments. As

-
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with other aspects of the collaborative’s mechanism, the Commission is not inclined to -
dismantle the collaborative’s recommendations. The Commission appreciates OCEUR’s
concern, however, and directs staff to consider this issue in future developments of
regulatory mechanisms.

The fact that the decoupling mechanism presents the utility an incentive to
inflate its second year’s estimated costs raises a concern. However, we believe that
problem has been contained by staff’s monitoring of the costs in this docket. Asto
CUB’s request, we will not dismantle the collaborative’s recommendations piecemeal by
changing the rate spread that the collaborative agreed on. '

In terms of specific implementation, Paragraphi 36 of the July 1, 1994,
stipulation sets forth the agreement to use one set of weather normalization coefficients
for both years of the test period.3 Further, staff recommends that we require a decoupling
tariff design that contains information on monthly revenues, incremental costs, and
margins that result from this rate case. Having this information in the tariff will make the
task of administering the mechanism easier, staff maintains, and will allow review of the
mechanism. Staff also recommends that the tariff include information on the weather
normalization procedure that staff and PGE have agreed on. No party opposes these
recommendations about the tariff, and we adopt them.

Because PGE will no longer have the incentive to sell more KWh or to sell at
higher prices the KWh it currently markets, we need to consider service quality to PGE’s
customers. To address theissue of service quality, staff also recommends that we direct
staff to monitor PGE’s service to protect ratepayers and assess the impacts of decoupling
on the utility’s behavior. No party opposes this recommendation, and we adopt it.

Paragraph 8 of the July 15, 1994, stipulation covers implementation of the
decoupling mechanism. The mechanism functions as a comparison of benchmark net
revenues to weather-adjusted actual net revenues. Revenue targets are based on the
assumption that the new rates, to be set in this docket, are in effect. Consequently, PGE
and staff agree that the decoupling comparison should occur when revenues reflect new
rates. Accrual adjustments for decoupling should therefore not begin until the effective
date of the new rates.

Incremental Power Costs. PGE and staff disagree on how to treat incremental
power costs under the decoupling mechanism. Monthly incremental power costs are
needed to determine the margin eamed or lost because of changes in sales from those
forecast in the rate case. The decoupling collaborative stated that these 24 monthly

? Weather normalization coefficients are used to adjust sales and revenues to reflect a normal weather
pattern. Using only one set of coefficients will reduce the cost and difficulty of implementing decoupling.
It will obviate the need to update the coefficient at the end of 1995 and will ensure that the level of
revenues set in the rate case and the decoupling adjustment mechanism will use the same factors to

" describe the effect of weather on sales,

F
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estimates should be set in the rate case but did not specify a methodology. * Inits filing,
PGE proposed using the PROSCREEN model to determine incremental power costs,
using the actual differences between forecast loads and weather-adjusted loads. Staff
proposed generating incremental power cost estimates by averaging the incremental
power costs associated with positive and negative load increments of the same size. We
adopt staff’s rather than PGE's proposal, because the use of estimated incremental power
costs is consistent with the collaborative’s recommendation.

Staff originally proposed using +/- 5 MW as the increment for purposes of
estimating incremental power costs. PGE countered with a proposal of +/- 10 MW, an
increment, PGE contends, that is large enough to ensure meaningful results. Staff does
not object to the 10 MW ﬁgure provided staff has the right to review PGE’s calculation
of estimates. Lack of such review could result in inaccurate incremental cost estimates
that could create perverse sales incentives. We adopt the +/- 10 MW increment ﬁgure for
estimating incremental power costs, and order that staff shall have the right to review
PGE’s calculation of estimates.

The February 27, 1995, variable power costs stipulation between PGE and staff
could result in revisions in late 1995 or early 1996 to the monthly targets contained in the
decoupling tariff.

S-37: Boardman Gain Amortization

PGE had originally proposed accelerating the Boardman gain amortization to
three years instead of the 27-year period approved in UE 47/48, Order No. 87-1017. Staff
opposed the proposal, and PGE withdrew it. OCEUR still supports acceleration of the
Boardman gain amortization for ratemaking purposes.

OCEUR argues in favor of the acceleration because it believes that customers
paid a disproportionate share of overall Boardman costs in the plant’s early years.
According to staff, that is true of every plant. The Commission allows return on
unrecovered investment. In the early years of a plant, staff points out, unrecovered
investment is large; later it shrinks. Staff contends that OCEUR’s argument assumes
without stating that PGE sold Boardman for more than the book value of the plant. In
fact, staff maintains, PGE realized no profit from sale of the plant.

Staff is correct about the Boardman sale. See Order No. 87-1017 at 28. That
order established the Boardman gain amortization and found that most of the money PGE
received from the transaction represented profit from a wholesale power sale between

* Incremental power cost estimates reflect the additional power cost incurred per MWh given a small
increase’or decrease in loads. The collaborative chose to use incremental power cost estimates developed
in the rate case rather than actual power costs. The purpose of this choice was to give the utility an
incentive to minimize its power costs. That is, if the utility can improve on the estimated power costs, its
stockholders benefit, but if the actual power costs are greater than expected, the utility must shoulder the
extra costs.

LA
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PGE and San Diego Gas & Electric. $51.3 million of the $78.7 million to be amortized
came from the power sale. The power sale to San Diego Gas and Electric that generated
the majority of the gain at issue was a system sale, and thus we continue to maintain that
the gain be amortized as prescribed in Order No. 87-1017. We are persuaded by staff’s
argument and adopt the resolution of the issue contained in the Phase I snpulatxon,
Appendix B at 13.

S-41: LRIC and Rate Spread

As part of its filing, PGE submitted a long-run incremental cost (LRIC) study.
LRIC is a measure of the long-run costs or savings from providing one unit more or less
of service. The Commission has traditionally used LRIC studies to determine cost
causation and to help allocate those costs.

PGE’s cost study indicates that commercial and industrial customers paya
higher rate relative to the cost of providing service than residential customers. The study,
as revised by adjustments recommended by staff, shows that current residential rates
collect 92.5 percent of average recovery of total LRIC, while large commercial and
industrial rates collect 120.1 percent of the average. To help rectify this disparity and to
achieve a more balanced distribution of the costs of service, PGE proposes to apply a
“4-to-1” methodology in determining rate spread between customer classes. The 4-to-1
methodology assigns residential customers a percentage increase of four times that
assigned to medium and large commercial and industrial customers. A 4-to-1 approach
would increase residential rates to 95.6 percent of average recovery and reduce large
commercial and industrial schedules to 113.0 percent of the average. The Commission
adopted the 4-to-1 methodology in PGE’s last general rate case. See UE 79, Order No.
91-186 at 25.

PGE’s revised LRIC study and its proposed 4-to-1 rate spread are supported by
all parties participating in Phase I of this proceedmg with the exception of CUB. CUB
argues that PGE’s use of a “minimum system™ approach to allocate distribution costs in
the LRIC study assigns too many of those costs to residential customers. CUB suggests
the use of a “basic customer allocation™ method, which would assign a greater share of
distribution costs to commercial and industrial customers. Using that approach to
allocate distribution costs, CUB contends that a corrected cost study shows that
residential customers would actually pay 102.6 percent of indexed costs under a 4-to-1
rate spread. Due to this fact, CUB argues that the marginal cost study does not support

* The minimum system approach divides distribution costs between customer-related and demand-related
costs by determining the cost of building a theoretical distribution system using the smallest size
components. The costs of this minimum system, which includes poles, underground conduits, conductors,
transformers, service drops, and meters, are defined as customer related. Additional costs associated with
expandmg the minimum-sized system to meet a customer’s demand are defined as demand related.

® The basic customer allocation method treats distribution costs that vary dlrectly with the addition or
subtraction of a single customer as customer related. These exclusive customer cost components primarily
consist of service drops and meters. All other distribution costs are considered demand related.

2o
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PGE’s rate spread proposal and recommends that any increase in rates be spread equally
among all rate classes.’

We are not persuaded by CUB’s recommendation for two reasons. First, as
noted by PGE, when CUB recalculated the marginal costs for residential customers in
preparing its cost study, it failed to adjust the marginal costs for the nonresidential
customer classes. That error led CUB to overstate the indexed percent of marginal costs
for the residential class at 102.6 percent. Using CUB’s estimates of marginal distribution
and customer costs and recalculating marginal costs for the nonresidential classes, the
corrected figure for residential customers under CUB’s approach is 101.0 percent of .
indexed costs, under a 4-to-1 rate spread. Because that figure is based on PGE’s original
filing and does not reflect revenue requirement reductions and other adjustments
embodied in the stipulation, we add that a 4-to-1 rate spread will not likely raise
residential rates as high as that reduced figure.

Second, CUB failed to use the appropriate definition of demand in allocating
distribution costs under the basic customer allocation approach. Under CUB’s proposed
methodology, any costs other than service drops and meters are classified as demand-
related costs. In applying that method however, CUB unproperly assigned marginal
costs using a coincident peak (CP) allocator, rather than using a welghted allocation of
distribution costs that considers both CP and rioncoincident peak (N CP) Because
distribution facilities are primarily designed to meet a customer’s maximum NCP, the
costs associated with the system must be allocated on that basis. Thus, CUB’s vastly
different distribution cost allocation results from its different definition of demand, not
from inherent differences between allocation methods. Had CUB used a correct allocator
for distribution demand costs, its spread of distribution costs to various rate classes would
have been similar to that of PGE’s study. '

We have reviewed PGE’s revised LRIC study and find the minimum system
approach appropriate for allocating distribution costs in this proceeding. PGE has used
that methodology in the development of its marginal costs for over 15 years. Moreover,
while no unanimity exists on the treatment of distribution costs, a study by the National

7In its brief, CUB also implies that PGE is unconcerned about residential rate design due to the availability
of residential exchange funds from the Bonneville Power Administration (BPA). The Commission
addresses CUB's comments only to clarify that there is no relationship between rate spread and the
residential exchange credit. The residential exchange credit is paid by BPA to investor-owned utilities
based on the difference between the utility’s average system cost and BPA’s priority firm rate for its
customer utilities. BPA, not the Commission, determines the amount of the credit. Rate spread is
calculated by the Commission. That is a separate analysis that distributes the utility’s revenue requirement
among customer classes based on the costs incurred by the utility in serving that particular class of
customers.

®CP is the measure of the maximum aggregrate customer usage at a single point of time during the year.
This is the coincident point in time at which generation and transmission facilities are used to the
maximum. '

? NCP measures individual rate class or customer peak demand, which may be significantly higher that at
the time of system coincident peak.

gz
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Economic Research Associates found that the minimum system approach was the most
frequently used method in the treatment of distribution costs. Accordingly, we conclude
that the revised LRIC study reasonably estimates marginal costs and should be used to
guide rate spread and rate design.

We further conclude that PGE’s revised rate study supports the 4-to-1 rate
spread proposal. As noted above, the Commission previously adopted the use of a 4-to-1
methodology in PGE’s last general rate case to help set rates more in line with the actual
costs caused by each customer class. With increasing competition in the electric services
industry, public policy dictates continued movement toward rate parity. We believe that
the continued use of a 4-to-1 rate spread will help accomplish that goal without
subjecting residential customers to rate shock.

In reaching these decisions, we request the parties to address and study other
cost allocation methods for possible use in PGE’s next general rate case. All marginal
cost studies use simplifying assumptions and conventions to attempt to best estimate cost
causation. While we have found that PGE’s LRIC study reasonably estimates those costs
and should be used in this rate proceeding, several parties, including PGE, OCEUR, and
staff, have suggested possible improvements to the studr. These suggested
improvements include the use of a “facilities approach” % method for allocating
distribution costs. In addressing possible adjustments to the marginal cost study, the
parties should complete discussions in time to implement and recommend changes prior
to PGE’s next general rate case. PGE should take the lead in conducting such
discussions.

S-44: Rate Design

PGE proposed several changes relating to its electric rate design. PGE’s filing
includes: (1) an increase in customer charges for the residential and small commercial
classes; (2) the elimination of the seasonal differential in demand charges; (3) an increase
in demand charges and reduction of energy charges for most commercial and industrial
customers; (4) the addition of a time-of-day differential to energy charges for large
commercial and industrial service (over 1 MW); and (5) an increase in power factor
requirements.

Staff and PGE have stipulated that PGE should implement the proposed overall
rate design, with the exception of proposed Schedules 103 (energy efficiency recovery
adjustment) and 107 (adder for the Boardman sale refund adjustment), and the increase to
the customer charge on Schedule 7 (residential service). The parties also agree that minor
deviations may be necessary in implementing these rate design changes to achieve a

' The facilities cost approach recognizes that distribution systems are designed using engineering standards
that consider the number of customers and the expected loads of these customers. Costs are therefore
determined on a cost-per-design-kilovolt-ampere basis.
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smooth transition between rate schedules. The stipulated agreement is set forth in the
July 1, 1994 Stipulation, paragraph 41 (Appendix B, attached).

ODOE and OCEUR are not parties to the stipulation and raise several issues
related to PGE’s proposed rate design. ODOE advocates the addition of a new tailblock
rate for residential rates and the inclusion of environmental adders in marginal costs.
OCEUR objects to the proposed increase in power factor requirements and recommends a
reduced level. We address each issue separately.

ODOE’s Inverted Rate Design. PGE's present residential rate tariff employs a
two-block inverted rate structure. Customers pay one rate for the first 300 KWh per
month, then pay a higher rate for all additional KWh used in that month. ODOE
contends that this rate design does not correspond to LRIC and recommends a three-block -
rate structure. ODOE’s proposal would retain the current initial block of 0 to 300 KWh
per month, but change the second block to 300 to 2,300 KWh per month and add a third
block, priced at LRIC, for use greater than 2,300 KWh per month. ODOE contends that
this inverted rate design will help send proper price signals and promote energy
conservation. .

To support its proposed rate design, ODOE asserts that households that use over
2,300 KWh per month have more opportunities for conservation than households that use
less electricity. ODOE fails to provide any studies to support that assertion, however.
PGE’s 1992 Integrated Resource Plan found that over 60 percent of potential savings.
were related to lighting, water heating, and appliances. Thus, all customers, regardless of
their usage levels, have opportunities to conserve. Moreover, as noted by PGE, less than
six percent of its residential customers use more than 2,300 KWh per month. With so
few customers facing this higher tailblock rate, it is uncertain that ODOE’s proposal will
actually promote energy conservation and reduce inefficient electricity use. Given these
uncertainties, and in the absence of an supporting empirical studies, we are unwilling to
adopt ODOE’s proposed rate structure in this proceeding.

ODOE'’s Inclusion of Environmental Externalities. ODOE also recommends
the use of externality costs in designing residential rates. Specifically, ODOE
recommends that LRIC should include a $10 per ton of carbon dioxide (CO,) adder.
ODOE contends that such an adder will account for the risk that carbon dioxide emissions
will be taxed or otherwise internalized in the near future.

4

~

In UM 424, Order No. 93-695, the Commission adopted guidelines for the
treatment of external environmental costs related to energy resources. Although this
Commission decided that it was appropriate to consider external environmental costs in a
utility’s LCP, we recognized that our authority to impose such costs on a utility or its
customers was limited by law. Id. at 2. Accordingly, we declined to determine whether
to apply environmental externalities to rate design, and indicated that any decision doing
so would require further examination of our authority and a full airing of views on the
merits of including external costs and on the specific cost figures to be used. Id. at 16.

W
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We are aware of numerous state, federal and international efforts to reduce CO,
emissions. Uncertainties remain, however, whether future regulation will internalize the
cost of CO, emissions by utilities. In light of questions regarding our authority to impose
external environmental costs on a utility, and in the absence of a more complete record on
this issue, we decline to adopt ODOE’s recommendation to include a CO, adder in LRIC.

OCEUR’s Opposition to Proposed Power Factor Requirements. Currently,
PGE charges customers $0.50 for each kilovolt-ampere of reactive demand in excess of
60 percent of the KW billing demand. This occurs when the customer’s power factor'!
drops below 85.7 percent. PGE and staff have stipulated to lowering the threshold level
for its reactive demand charge from 60 percent of KW billing demand to 40 percent.
Under that level, customers with power factors below 93 percent will be subject to the
charge. OCEUR objects to the proposed increase in power factor requirement. OCEUR
believes that raising the threshold from 85.7 to 93 percent would result in a too drastxc
rate increase for affected customers. It proposes the threshold be changed from
60 percent of KW billing to 50 percent. That proposal would result in a charge being
imposed on customers with'a power factor less that 89.4 percent.

We are not persuaded by OCEUR’s argument and find the stipulated reduction
10 40 percent of KW billing reasonable. We take official notice of staff’s 1990 Research
Report on Electric Energy Efficiency Opportunities in Oregon Industries.”? In that
report, staff concluded that the power factor threshold should be raised to 90 percent or
higher to promote customer energy efficiency and reduce energy losses on the utility’s
distribution systém. The stipulated proposal would accomplish that recommendation.
Furthermore, while we acknowledge OCEUR’s concerns regarding the extent of the
increase, the stipulated power factor requirement is similar to that of other Northwest
utilities, such as the BPA, whose power factor requirement is set at 95 percent, and
Pacific Power & Light, whose power factor requirement is at 93 percent.

' A low power factor may reflect poorly loaded motors and causes increased energy losses on a utility’s
distribution system.

12 pursuant to OAR 860-14-050(1), a party may explain or rebut the noticed fact within 15 days of
notification. ’ )
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PHASE I1
Issues List

On September 15, 1994, staff filed a supplemental list of issues it identified for
Phase II of this proceeding. As with staff’s Phase I issues list, we use staff’s numbering
of Phase Il issues in this section of the order. See Appendix F, Adjustment Summary,
page 1, for a complete list of issues.

Stipulations

¢ OnNovember 15, 1994, PGE and staff submitted a stipulation intended to
resolve rate of return and equity issuance cost issues. The stipulation is attached as
Appendix E. The stipulation was supported by testimony of John Thornton, Jr., of staff
and Joseph Hirko and Patrick Hager of PGE.

On February 27, 1995, PGE and staff submitted an additional stipulation
intended to resolve Trojan balancing account issues. The stipulation is attached as
Appendix D.

The stipulations and supporting testimony were entered into the record of this
proceeding as evidence pursuant to OAR 860-14-085.

Evidentiary Hearing

: During the week of January 9, 1995, Hearings Officers Ruth Crowley and

" Michael Grant held a Phase II evidentiary hearing in Salem, Oregon. Randy Childress,
Melinda Horgan, and Rochelle Lessner, Attorneys at Law, appeared on behalf of PGE.
Paul Graham and Michael Weirich, Assistant Attorneys General, appeared on behalf of
staff. John Stephens, Attorney at Law, appeared on behalf of the Citizens® Utility Board
(CUB). Geoffrey M. Kronick, Attorney at Law, appeared on behalf of the Bonneville
Power Administration (BPA). John A. Kullberg, ratepayer, appeared on his own behalf.

Procedural Rulings

At the outset, we must address several procedural matters raised by URP in its
Phase II brief.  URP first asserts that the procedural history of this case has prejudiced the
rights of the contested case participants, because the Hearings Officers issued a ruling on
evidentiary matters the day before Phase II opening briefs were due. URP also argues
procedural harm from the fact that the Hearings Officers faxed their ruling to Linda
Williams without checking that she was there to receive the fax, rather than to Daniel
Meek, URP’s counsel of record.

23
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We conclude that URP has not suffered prejudice because of the procedural
history of this case. URP did not ask for an extension to mitigate any prejudice it might
have experienced from the ruling. Nor does URP demonstrate how it was prejudiced. In
fact, although the ruling struck some of URP’s evidence, URP included argument about
that evidence in its brief. URP’s argument about the fax is disingenuous. Ms. Williams
specifically requested the Hearings Division to fax her the ruling, because Mr. Meek was
out of the country.

Second, URP alleges that its request to hold hearings in Portland, made at the
January 6, 1995, prehearing conference for Phase II, was denied “without any findings
why access to the hearings was being arbitrarily denied to the vast majority of affected
customers.” That motion had already been made and denied almost a year earlier, by
ruling dated January 19, 1994. It was not necessary to repeat the grounds for a ruling that
had already been made.

URP further argues that refusal to hold hearings in Multnomah County violates
the equal protection clause of the fourteenth amendment and the privileges and
immunities clause of the Oregon constitution. We have reviewed URP’s arguments and
are not persuaded by them.

Based on the record in these proceedings, we make the following:

FINDINGS OF FACT AND CONCLUSIONS OF LAW

Stipulated Issues

The Phase II stipulations submitted by PGE and staff cover three issues:
S-0: Rate of Return; S-33: "Equity Issuance Costs; and an unnumbered issue relating to a
Trojan Cost Balancing Account. The parties have agreed to: (1) a stipulated rate of
return of 9.51 percent for 1995 and 9.60 percent for 1996; (2) a stipulated common equity
issuance cost of $1.75 million for both 1995 and 1996; and (3) a stipulated method to
vary the amortization of the Trojan investment to take into account the actual revenue
collected from ratepayers as a result of this order.

We have reviewed the stipulations and testimony and find the agreement on
these three issues reasonable. Accordingly, the stipulations, attached as Appendices E
and D, are adopted.

Contested Issues

The contested Phase II issues relate to PGE’s Trojan Nuclear Power Plant
(Trojan). The most significant of these issues concerns the ratemaking treatment of
PGE’s remaining investment in Trojan: S-50: Remove Additional Fixed Costs - Net

-
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Benefits Analysis. Other issues include: §-45: Trojan Overtime; S-46: Trojan \
Investment Reclassification; S-47: Added Trojan Salvage Recoveries; S-48: Trojan "
Decommissioning; S-49: Remove Plugging, Sleeving, Analysis and Spare Nuclear

Reactor Coolant Pump Motor; S-51: Remove Trojan Power Cost Deferral; S-52: Trojan

Income Tax Write-off; S-53: and Trojan Intangible Asset Reclassification.

We will begin with a brief history of Trojan and review of the legal framework
of this case, including a discussion of the assumed facts and conditions for recovery set
forth in DR 10, Order No. 93-1117. That will be followed by a review of staff’s net
benefits analysis (Issue S-50), succeeded by the other contested issues in numerical order.

History of Trojan

Trojan began commercial operation in 1976. It was licensed to operate until
2011. Trojan was a single-unit 1200 MW plant, the largest in the Northwest at the time
of its construction. PGE owns 67.5 percent of the plant. BPA owns 30 percent under net
billing agreements with the Eugene Water and Electric Board and several other publicly
owned utilities. PacifiCorp owns 2.5 percent.

Trojan was a pressurized water reactor (PWR) nuclear generating facility.
PWRs rely on steam generators to heat and cool the water that powers the generating
turbine. Steam generators are large pressure vessels that transfer heat from the water in
the reactor coolant system (primary system) to the water in the turbine system (secondary J
system). The water in the primary system is pressurized to keep it from boiling. The
heat transfer occurs through the walls of thousands of tubes in the steam generator. The
primary system water flows inside the tubes and the secondary system water flows
around the outside of the tubes. The heat transferred to the water on the secondary side of
the steam generator causes it to boil, producing steam.

The steam produced in the steam generators flows through piping to the turbine
generator, where it passes through and drives the turbine. The steam passes through a
condenser, where it is turned to water, and the water flows through feedwater heaters and
back into the steam generators. . '

The steam generators, particularly the generator tubes, contain the primary
system radioactive water and prevent the release of radioactive water to the secondary
system. Trojan contained four steam generators, each with 3,388 tubes, which PGE
purchased from Westinghouse in 1968. PGE is currently engaged in a civil suit against
Westinghouse with respect to the steam generators, which degraded badly starting in
1989. By 1991, PGE had plugged or sleeved (permanently attach another tube inside a
degraded tube) more than 25 percent of its steam generator tubes.

During its least-cost planning process in 1992, PGE weighed Trojan’s continued

viability. Among other things, PGE considered the cost of replacing the four steam
generators in 1996, the loss of generation that would occur until they were replaced, and
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the replacement power costs such a loss would entail. In its 1992 Least-Cost Plan (LCP),
PGE decided to close Trojan in 1996. As further steam generator degradation became
apparent, however, PGE realized that closing Trojan immediately was its least-cost
option. On January 4, 1993, the company announced the permanent shutdown of Trojan.
PGE’s February 1993 Update to its LCP shows its analysis."’

Applicable Law

As the petitioner in this rate case, PGE has the burden of proof on all issues.
ORS 757.210 provides that, in a rate case, “the utility shall bear the burden of showing
that the rate or schedule of rates proposed to be established or increased or changed is just
and reasonable.” The requirement applies to PGE’s entire case, including the allocation
of Trojan costs.

Further, ORS 757.140(2) provides:

In the following cases the commission may allow in rates,
directly or indirectly, amounts on the utility’s books of
account which the commission finds represent undepreciated
investment in a utility plant, including that which has been
retired from service:

* ¥ % & %

(b) When the commission finds that the retirement is in the
public interest.

This statute requires that PGE make an affirmative showing that retirement of Trojan was
in the public interest in order to include Trojan costs in rates.

The Commission established the legal framework for the Trojan issues in this
case in DR 10, Order No. 93-1117. In that order, the Commission adopted the reasoning
of the Attorney General’s Opinion Letter OP-6454, which advised that the Commission
may allow a utility to recover undepreciated investment in retired plant and a return on
that investment if the Commission finds such recovery to be in the public interest under
ORS 757.140(2)(b).

In their Phase II briefs, CUB, URP, and the Public Power Council argue against
our conclusions in DR 10. They contend that ORS 757.355 bars recovery of and return
on undepreciated investment in retired plant.'* We fully addressed that argument and

¥ At the Phase 11 hearing, the Hearings Officers took official notice of both PGE’s 1992 LCP and its
February 1993 Update. The LCP was acknowledged by the Commission in Order No. 93-803 (LC 7).
“ ORS 757.355 provides:
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rejected it in our resolution of DR 10. Our decision was appealed to and affirmed by the
Marion County Circuit Court, and is currently pending before the Oregon Court of
Appeals. We will not revisit that issue here.

Standard for Recovery of Undepreciated Investment

The Concept of Net Benefits. In Order No. 93-1117, we concluded that one
way a utility may show that a plant closure is in the public interest is if there is a “net
benefit” from early closure of the plant. In other words, if the costs of continued
operation of the plant are greater than the costs associated with retiring the plant plus the
expected long-term costs of replacing the plant’s output, there is a net benefit to closure.

The DR 10 Requirements. The language of ORS 757.140 is diséretionary: the -

Commission may allow the utility to recover undepreciated investment in rates. In Order
No. 93-1117, we set forth the conditions under which we would favor allowing PGE to
recover some or all of its undepreciated investment in Trojan and a return on that
investment. First, we assumed six facts:

Assumed Facts:

1. Trojan began commercial operation in 1976. The Commission approved the
inclusion in rate base of PGE's investment in Trojan in Order No. 75-832 as
construction work in progress and in Order No. 76-601 as completed plant.

2. PGE has made additional investments in Trojan, most of which the Cbmmis-
sion has approved for inclusion in rate base through 1991, the test year approved
in Order No. 91-186 (UE 79).

3. Since January 1, 1992, PGE has madeA additional investments in Trojan. The
investments were prudent and necessary for the provision of utility service.

4. PGE has depreciated and is presently depreciating its investment in Trojan
over a useful life assumed to end in 2011. Since 1976, the Commission has set
PGE's prices to include amounts for annual depreciation expense and a return on
the undepreciated balance of PGE's Trojan investment.

No public utility shall, directly or indirectly, by any device, charge, demand, collect or receive
from any customer rates which are derived from a rate base which includes within it any construction,
building, installation or real or personal property not presently used for providing utility service to that
customer.

W
Iy
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5. PGE has accrued, and is presently accruing, and depositing in an external
trust, funds to decommission Trojan based on a schedule of charges designed to
produce the estimated amount necessary for decommissioning in 2011. Since
1976, the Commission has set PGE's prices to include amounts for future
decommissioning of the plant.

6. Closing Trojan permanently in January 1993 was PGE's least-cost option.
Disposition:

PGE and staff agree that PGE has met its burden of proof with respect to five of
the six assumed facts, including the fact that permanent closure of Trojan was PGE’s
least-cost option. They disagree on assumed Fact 3.

Facts 1 and 2. We find that Fact 1 is verified by Order Nos. 75-832 and 76-601
while Fact 2 is verified by Order No. 91-186.

Fact 3. We find that certain of PGE’s post-1991 investments in Trojan were not
prudent. We disallow costs for steam generator plugging, sleeving, and analysis and a
spare reactor coolant pump motor. See discussion at S-49 below.

Fact 4. In Order No. 76-601, the Commission included the investment in
Trojan in plant in service. The depreciation rates to be used on that investment were
specified in a PGE memo dated January 8, 1976. Trojan has been included in plant in
service in several general rate orders in the intervening years, the most recent being order
No. 91-186. We find that this verifies Fact 4.’

Fact 5. We conclude that Fact § is verified. In Order No. 76-601, which
included Trojan in plant in service, the depreciation rates in use included a negative net
salvage percentage to cover the cost of removing the plant from service. This percentage
was not identified as decommissioning at that time, nor was a specific amount of money
identified as a decommissioning cost. However, negative net salvage and a
decommissioning accrual are conceptually equivalent (see discussion below, S-48:
Trojan Decommissioning).

In Order No. 80-612, the Commission adopted a decommissioning study
prepared by Nuclear Energy Services, Inc. That study estimated the cost of removing
Trojan from service and established a decommissioning fund. PGE was to make regular
accruals to that internal sinking fund. The fund was to finance decommissioning when
the plant was removed from service. The internal sinking fund was maintained until
Order No. 91-186 (UE 79). In that order, the Commission approved a new
decommissioning plan; approved the cost estimate associated with the plan; provided for
an external decommissioning fund to be established and managed by an independent
trustee; and provided for annual contributions to be made to the fund, which would grow
to an amount equal to the decommissioning cost estimate at the time of decommissioning
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in 2011. PGE is currently depositing the amount prescribed in Order No. 91-186 in the
external trust fund.

Fact 6. PGE relies on its LCP to prove Fact 6. In the November 1992 Plan,
PGE compared the costs of three Trojan options: continued operation through 2011,
phase-out in 1996, when the steam generators would otherwise need to be replaced, and
immediate closure with the plant kept on standby for two years. PGE compared these
three options over a range of assumptions about future Trojan operation and the cost of
replacement resources. In its LCP, PGE concluded that phase-out was the least-cost
option. In its February 1993 Update, it compared phase-out with immediate closure and
not keeping the plant on standby. Based on the analysis in its Update, PGE concluded
that closing Trojan permanently in January 1993 was its least-cost option.

Staff agrees that the LCP proves Fact 6. Staff reviewed PGE’s model design,
Trojan cost and operating assumptions, and replacement cost asSumptions and determined
that PGE’s analysis of its least-cost option was cotrect. Staff’s review showed that PGE
used two approaches to model the Trojan cost options. The probabilistic model used
probability distributions on values for key inputs to generate a distribution of outcomes,
measured in terms of the present value of avoidable costs. PGE used a range of values
for Trojan capacity factor, fixed operations and maintenance costs, and capital additions.
PGE used the Northwest Power Planning Council’s (NWPPC) regional planning model
as one basis for replacement power costs.

PGE also used a scenario approach, in which costs were derived from specific
input values. The company combined different assumptions about loads, gas prices,
nuclear and emission externalities, and Trojan operations and costs. Replacement costs in
the scenario approach were based on resources available to PGE instead of the regional
portfolio developed in the NWPPC model. In its Update, PGE changed its assumptions
about Trojan costs and operations and about replacement power costs in 1993-1996. It
examined scenarios based on different assumptions for forced outages, plant repair costs,
and replacement costs.

After reviewing PGE’s LCP and staff’s evaluation, we conclude that PGE has

-proved Fact 6.

Although PGE has not proven Fact 3, PGE has substantially complied with the
requirement that it prove all six facts in a rate case. We have the discretion to disallow
those costs found to be imprudent and to allow a recovery of some or all of the
undepreciated Trojan investment.

Conditions on Recovery:

After setting out the six assumed facts that PGE must prove, we listed six
conditions that PGE must meet in order for the Commission to allow it to recover some
or all of its undepreciated investment in Trojan:

29 : =



ORDER NO. 9 5 - 3 22

1. PGE's questions are based on six assumned facts regarding Trojan. PGE must
prove all six facts in a rate case or similar forum.

2. PGE must show that it has made a diligent effort to reduce other company
costs to offset the inclusion of any Trojan costs in rates. For instance, PGE may
show that the Trojan closure decision is consistent with least-cost planning .
criteria over the longer term, but that near-term rates may be higher as a result of
the decision. PGE must show that it has made reasonable efforts to keep costs
down, especially discretionary costs, before asking customers to pay higher bills
in the near term to support its closure decision.

3. PGE must show why it is reasonable to allow 100 percent recovery of
Trojan-related costs in rates. Issues regarding cost recovery are complex and
significant. After review, the Commission may decide that PGE is entitled to
full recovery of unrecovered plant costs, or it may determine that some cost
sharing should occur between customers and investors. :

4, PGE must show that it has aggressively attempted to maximize the salvage
value of the Trojan facility. If customers are asked to bear some unrecovered
costs, PGE must show it is making every reasonable effort to mitigate those
costs. - ,

+ 5. PGE must report within 30 days any settlement or award related to
replacement power costs, unamortized investment, or any other costs of owning

or operating the Trojan plant.

6. PGE must provide satisfactory evidence with regard to any other matter the
Commission deems relevant to this issue in a rate proceeding.

Disposition:

The first condition, proving the assumed facts, is addressed immédiately

above. As to cost reduction, the second condition, staff concluded that PGE had made
good efforts to reduce company costs to offset Trojan cost recovery. However, staff
compared PGE’s administrative and general (A&G) costs with those of Puget Sound
Power and Light, a comparable utility in terms of size and service area.”” PGE’s costs
were materially higher for 1989 through 1993, and staff concluded that PGE could find
ways to reduce A&G costs still more.

¥ A&G costs are largely discretionary. Discretionary costs include operating and maintenance expense
accounts (company labor and benefits, contract labor, office supplies and expenses, insurances,
transportation, and outside services). They exclude Trojan O&M, amortization of energy efficiency
balances, uncoliectible accounts, regulatory expenses, and rents.
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We agree with staff that it is possible for PGE to be more aggressive in its efforts
to reduce discretionary costs. Trojan's closure is having and will continue to have an
adverse effect on customer rates in the near term. Amortization of replacement power
cost deferrals will add approximately $150 million to PGE’s revenue requirement from
1992 through completion of amortization. While PGE has made some efforts at cost
reduction, we believe that the company can and should do more to mitigate the adverse
rate effects discussed above. Accordingly, PGE’s rates should recognize a reduction of
1 percent in discretionary costs over and above that approved in Phase I of this Order.
We find this a reasonable allowance for discretionary costs. We decline to identify
particular program areas that may be susceptible to reassessment or to impose specific
cost reductions. These discretionary costs are best managed by the company.

We acknowledge that these reductions will require difficult choices.
Nonetheless, we expect the company to make those choices if it is asking customers to
pay higher bills in the near term to support PGE’s closure decision. This reduction in
_ discretionary costs reduces PGE’s revenue requirement by $1.631 million in 1995 and
$1.687 million in 1996.

The third of the DR 10 conditions merely puts forth in condensed form PGE’s
entire Phase II case. We address this condition below as Issue S-50: Remove Additional
Fixed Costs - Net Benefits Analysis. The fourth condition, dealing with salvage value, is
also-addressed below under Issue S-47, Added Trojan Salvage Recoveries. The fifth
condition, requiring PGE to report any settlement or award, is not yet ripe. We continue
to impose this requirement on PGE. We did not impose any additional requirements
pursuant to the sixth condition.

The Net Beneﬁts Test

As Order No. 93-1117 set out, the first step in determining whether closmg
Trojan was in the public interest under ORS 757.140(2) is to ask whether there is a net
benefit from closure. In its initial filing in November 1993, PGE relied on its least-cost
planning analysis to justify its position that it should receive 100 percent recovery of
Trojan costs. PGE maintains that closing Trojan was its least-cost option.

Staff agrees that closing Trojan was PGE’s least-cost option. Staff argues,
however, that an LCP analysis does not serve to determine whether an action is in the
public interest for purposes of allocating undepreciated Trojan investment. The LCP
takes the plant as it exists at the time of LCP review. It does not question whether actual
costs should have been incurred. It then projects costs based on the plant’s actual
operation out over the time until Trojan’s license would have expired. Under an LCP, a
poorly run plant may be so expensive to operate that closure would be the least-cost
option. That outcome is appropriate and desirable in the framework of the least-cost
planning process.

= =
-
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Staff contends, however, that the LCP is not the appropriate tool to determine
who should pay for the remaining undepreciated investment in a prematurely retired
plant. Using the LCP to allocate remaining undepreciated costs could allow a utility to
shift the capital or operating costs of its own imprudence to ratepayers. If PGE managed
Trojan imprudently and the costs and capacity factor used to model continued Trojan
operation were adversely affected as a result, thc apparent benefit of closing the plant
would be overstated.

Staff argues that the net benefits analysis is the appropriate vehicle for deciding
how to allocate the remaining Trojan costs. A net benefits analysis is not used to decide
whether a plant should be kept in operation. Instead, it compares the allowable projected
costs of continuing to operate a plant with the allowable costs of closure. Allowable
costs are those costs the Commission would deem reasonable and allow PGE to collect
from its ratepayers.

Consequently, staff performed a net benefits analysis of PGE’s operation of
Trojan. Like the LCP, the net benefits analysis projected the costs of operating Trojan
out to 2011, the year in which the plant would have closed. The starting point for staff’s
study was 1995, the first test year in this proceeding. Staff’s review differed from an
LCP analysis in two significant ways. First, it-asked what projected costs are allowable,
and disallowed those costs that it considered not reasonable to impose on ratepayers.
Second, it used updated information, while the LCP used information as of the time the
decision was made to close the plant.’®

PGE argues that it is bad policy for the Comrmssxon to modify the outcome of
the LCP. The utility notes that its decision to close Trojan was reached in the least-cost
planning process and acknowledged by this Commission. Actions pursuant to an
acknowledged LCP are in the public interest, PGE argues. The utility maintains that it
must be able to rely on cost recovery for prudent actions, such as taking a facility out of
service where that is the least-cost option. If not, PGE contends, utilities will have no
incentive to discontinue operation of such facilities.

Disposition:

We agree with staff that the net benefits analysis is the appropriate vehicle for
determining whether closure of Trojan was in the public interest for purposes of
determining recovery of undepreciated investment. PGE argues that failure to grant
recovery for least-cost actions could lead to utilities operating plants that should be
closed. The Commission responds that if an LCP dictates closure of a plant and a

' The net benefits analysis and the LCP differ in a further particular also. Under the net benefits analysis,
sunk investment cost is added to the cost of each option. An LCP focuses on the avoidable or deferrable
costs of a resource option. The net benefit treatment of sunk investment cost does not, however, change
the difference between the costs of any two options, so it does not play a role in staff’s assessment of net
benefits.
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company continues to operate it, the company may not be allowed the full cost of )
operating the plant in rates. Thus a utility would have no incentive to keep a poorly run, '
expensive plant on line. Staff’s net benefits methodology will be discussed and evaluated

immediately below (S-50: Remove Additional Fixed Costs - Net Benefits Analysis).

We also agree that the relevant study period for the net benefits analysis is 1995-2011.

Post-1991 Capital Expenditures

In addition to its net benefits analysis, staff reviewed PGE’s post-1991 Trojan-
related capital expenditures. Those expenditures have never been in PGE’s rate base,
because they were incurred after PGE’s last general rate case, UE 79. These expenditures
include all post-1991 steam generator costs (deferred or capitalized plugging, sleeving,
and analysis activities), which amount to about $14.9 million, and a spare reactor coolant
pump motor, purchased in March 1991 for $2.2 million and never used.

ORS 757.140 does not apply to these expenditures. They are evaluated sirﬁply
as capital expenditures proposed for rate base treatment and excluded for reasons
discussed under Issue S-49 below.

S-50: Remove Additional Fixed Costs - Net Benefits Analysis

As stated, a net benefit exists when the dollars saved by prematurely retiring )
plant are greater than the costs associated with building new plant. Here, staff made that ’
determination with regard to the early retirement of Trojan by taking the difference
between (1) the expected allowable long-term costs of continued operation of Trojan and
'(2) the costs associated with closing the plant plus expected long-term costs of replacing
its output. Stated in algebraic terms, a net benefit exists if:

- X+)>X+2)

where: X = Unamortized investment in Trojan
Y = Expected allowable long-term costs of continued
Trojan operation '
Z = Replacement resource costs

Calculating the long-term costs of Trojan’s operation and replacement resources
is a difficult matter. Staff’s net benefits analysis is necessarily detailed and complex.
Difficulties arise in quantifying the long-term effects of a series of past choices and
projecting them out 17 years. Relatively small changes in some key allowable cost inputs
adjustments produce a large change in results. This sensitivity is a result of the fact that
Trojan closed 19 years prior to the expiration of its 35-year license life.

To explain the net benefits analysis, we will describe briefly the numerous steps
involved in staff’s review and summarize staff’s findings. PGE and, to a lesser extent,

-
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CUB, recommend a number of changes to staff’s analysis. We address those arguments
as they arise, and resolve disputed issues in the course of our discussion.

1. Least-Cost Plan (LCP) as a Starting Point

As noted above, staff concluded that PGE’s least cost planning analysis was not
appropriate for determining the net benefits of closing Trojan. However, staff determined
that the company’s LCP was a good starting point to establish both the long-term cost of
replacing Trojan’s output and the expected allowable long-term total capital and
operating cost of the plant. For purposes of the net benefits analysis, however, staff
found that it had to resolve two basic problems with the LCP before beginning its review.
First, because PGE prepared the LCP in two parts--the November 1992 Plan and the 1993
Update--staff first had to combine and reconcile the results. Second, because the LCP
relied on different planning “scenarios,” staff had to identify and select the scenarios most
compatible with a net benefits review.

Staff began its analysis by choosing the results of: (1) Case 1b in the 1992 Plan,
which showed that continued operation of Trojan until 2011 would cost $110 million
more than phase-out in 1996; and (2) Scenario 3 in the Update, which concluded that
phase-out would cost $78 million more than immediate shutdown. Staff then combined
the results of the two planning scenarios to obtain a beginning estimate of the higher cost
of continued operation of Trojan relative to immediate shutdown, i.e., $188 million. Staff
further determined that two additional adjustments were necessary to account for different
assumptions about phase-out in Case 1b and Scenario 3. Staff removed additional O&M
and A&G costs that PGE included in the 1993 Update. Staff also adjusted for capacity
factor differences in 1993-1995 as part of the first step in its overall capacity factor
adjustment

PGE raises two arguments relating to staff’s use of the LCP as a starting point
for its net benefits analysis. First, PGE challenges staff’s reliance on Case 1b from the
1992 Plan. It believes that the LCP’s probabilistic analysis, not the scenario approach,
provides a more complete view of all potential outcomes and should be used in staff’s net
benefits test. Using the $168 million expected net present value of phase-out over
continued operation determined from the probabilistic analysis instead of the $110
million figure from Case 1b would reduce the negative net benefit to about one-third of
staff’s estimate.

We are not persuaded by PGE’s argument. As staff notes, the discrete input
values used in Case 1b closely approximate the expected values of the probability
distributions PGE constructed for the Trojan inputs. Moreover, Case 1b is based on
replacement resources available to PGE, unlike the probabilistic analysis run with
replacement costs derived from the Northwest Power Planning Council’s regional model.
Staff’s use of Case 1b also allowed it to use the sensitivity analysis results reported by
PGE for various Trojan and replacement cost inputs. For these reasons, we agree with
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staff that the Case 1b result, combined with Scenario 3, should be the starting point of the
net benefits analysis.

PGE next contends that the least-cost planning results should be modified to
reflect the use of different nuclear fuel assumptions in the 1992 Plan and the Update.
We find PGE’s proposed adjustment reasonable and accept it. This adjustment is further
addressed below as part of our resolution of Issue S-50.

2. Adjustments to Update the LCP wnth Current Information

Staff next revised the least-cost planning results to incorporate currently
available information. Staff madea total of four such adjustments. Three of the
adjustments are not disputed: (1) to reflect lower transition costs experienced and
projected by PGE for 1993-1995; (2) to recognize lower replacement power costs in
1993-1995, based on PGE’s recent experience and current projections; and (3) to show
lower gas prices, using the gas price forecast it sponsored in Phase I of this proceeding.

Staff’s fourth adjustment revised the LCP to incorporate new information about
the capital costs of long-run replacement resources. Staff modified the LCP to reflect (1)
lower estimates of the installed cost of new gas-fired resources; and (2) a 100 MW
reduction in PGE’s reserve margin requirement. PGE challenges both elements of this
adjustment.

First, PGE contends that staff’s analysis overstates the costs of a new gas-ﬁred
resource by not correcting an error in the carrying chargesl used in the 1992 Plan. We
find PGE’s proposed adjustment reasonable and adopt it. We address this adjustment.
below as part of our resolution of Issue S-50.

Second, PGE contends that the net benefits analysis should assume a 145 MW
reduction in its planning reserve margin requirement, rather than staff’s proposed 100
MW reduction. PGE contends that, in addition to a 100 MW reduction in its forced-
outage reserve requirements brought about by Trojan’s closure, its operating reserve
needs have also decreased by approximately 45 MW as a result of replacement power
purchases. Because these power purchases carry their own operating reserves, PGE
contends that staff’s adjustment should reflect this additional reduction in the company’s
operating reserve requirements.

We find that staff’s 100 MW reduction is more appropriate for a net benefits
analysis. Although PGE claims to have experienced a reduction in its operating reserves,
it admitted that it has not completed studies required to quantify any effect of closing
Trojan on its operating reserve requirements. Furthermore, as staff points out, the
replacement power purchases that purportedly reduce PGE’s operating reserves are short-

17 - . . .
Carrying charges are factors used to convert capital costs into annual revenue requirements.
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run replacements for Trojan. When long-run resources become operational, PGE’s
required operating reserves will increase.

3. Adjustment to LCP for 1995-2011 Study Period

To reflect a 1995-2011 study period, staff adjusted the LCP to remove the costs
of continued Trojan operation and immediate shutdown for 1993-1994. Because the
costs of continued operation are less than the costs of shutdown in 1993-1994, the
adjustment increases the net benefits of closing Trojan.

4. Adjustments to LCP to Reflect Allowable Costs

As previously stated, a net benefits analysis compares the allowable costs of
continuing to operate a plant to the costs of closure. To help determine the correct
amount of present and future allowable costs, staff retained the services of Theodore
Barry and Associates (TBA), an independent firm specializing in providing consulting
services pertaining to the energy and telecommunications industries. TBA has performed
many nuclear plant reviews,-management assessments, and audits, and it has testified in
numerous power plant rate case proceedings. We find TBA qualified to advise staff in its
net benefits review.

TBA evaluated the reasonableness of PGE’s operation and management of

- Trojan from its initial commercial operation in 1976 through current delicensing and

decommissioning activities. TBA described its standard of review as follows:

Whether PGE personnel, in managing activities associated with
operations, maintenance, outages, engineering, modifications,
quality assurance, and other activities at Trojan, made the
decisions and took the actions, including the allocation of -
resources and the implementation of management and control
systems, that a reasonable, experienced and competent manager
of a licensed nuclear power facility would be expected to take,
to operate and maintain the Trojan Nuclear Plant in a safe,
reliable and cost effective manner. Where it appeared that such
actions had possibly not been taken, and systems not
-implemented, we looked to see-whether PGE management
personnel took reasonable and timely actions to correct the
situation.

TBA focused on those factors that represented the controllable
elements of plant-related activities, in the context of information
that was known, or was available to, and should have been
known by PGE at the time. We were careful not to judge PGE’s
actions based on the results of its actions; rather we ascertained
whether PGE made a reasonable choice from among the
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alternatives that were, or should have been available, i.e., we
were careful to avoid the use of hindsight in our assessments.

In addition, we recognized that one or more courses of action
can be deemed reasonable for a given set of circumstances, and
did not limit our determination of reasonableness to only the
best course of action, but considered the applicable range of
reasonable actions in making our assessments.

TBA examined key areas of PGE’s management and operation of Trojan to
determine its reasonableness as well as its impact on key inputs for staff’s net benefits
analysis. Generally, TBA’s evaluation can be divided into three major areas:

(1) comparative performance analysis; (2) review of management issues; and (3) analysis
of steam generator issues. TBA’s evaluation and findings in these three areas,are
addressed separately, followed by a dlscussmn of TBA’s quantification of its ﬁndmgs for
the net benefits analysis.

A. TBA’s Comparative Performance Analysis

TBA compared Trojan’s performance to that of other nuclear plants to help
quantify the cumulative impact of the numerous controllable and uncontrollable factors
on the plant’s performance in the context of the performance achieved by comparable
plants. TBA included severa.l factors in its comparative analysis, including capacity:
factors,® availability factors,’ O&M expenditures, Nuclear Regulatory Commission
(NRC) Systematic Assessment of Licensee Performance (SALP) Report ratings, NRC
Maintenance Team Inspection (MTI) Report ratings, and planned refueling outage
duration.

Using these factors, TBA compared Trojan’s performance to: (1) other single-
unit nuclear plants; (2) other single-unit nuclear plants with pressurized water reactor
(PWR) nuclear supply systeins; (3) nuclear plants that began commercial operation
between 1971 and 1981; and (4) all domestic nuclear plants. TBA selected those
comparison groups to provide the maximum number of comparable nuclear plants for
each parameter and include the plants with the characteristics most suitable for
comparative purposes. In each comparison, TBA attempted to use as large a comparison
group as possible in order to avoid skewing the data presented in the comparisons. At the
same time, TBA was careful to exclude certain plants when the use of all nuclear plants
would have been unfair to PGE. For instance, TBA excluded multiple-unit nuclear plants
from O&M cost comparisons, because they typically have a lower O&M than single-unit

Capacny factor is defined as the ratio of actual generation to maximum possible generation, based on the
rating of the unit, expressed as a percentage.
? Availability factor is defined as the ratio, expressed as a percentage, of the total amount of generation 2
plant could have produced, without discretionary shutdowns or power outage reductions, to the maximum
possible generation a plant could have produced without any outages, discretionary or not.
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plants such as Trojan. These comparison groups typically included from 26 to 40 nuclear
units out of a total of approximately 100 units currently operating in the United States.

After its review, TBA determined that Trojan’s lifetime performance on a total
O&M cost/MWh generated basis was good, compared to plants that faced similar
regulatory and management challenges. TBA further determined, however, that the
favorable cost comparison was largely due to Trojan’s relatively low O&M costs for most
years prior to 1987, which compensated for the plant’s relatively poor capacity factor
performance. O&M costs increased significantly beginning in 1987, and TBA concluded
that Trojan did not compare favorably to other single-unit nuclear plants in 1993, the year
PGE decided to close Trojan.

TBA also drew several conclusions regarding specific factors identified above
to be used in its analysis. Stated briefly, TBA found that: .

¢ Trojan’s lifetime capacity and availability factors were significantly -
lower than the same factors for all domestic nuclear power plants through
1992.

e Trojan had an economy of scale advantage over smaller single-unit
plants.

.« Trojan performed favorably over its life on a nonfuel O&M cosMWh
generated basis, but significant O&M cost increases in 1987 and thereafter
were an important factor in PGE’s decision to close Trojan.

¢ Trojan’s low average capacity factor, together with its increasing O&M
costs, caused the plant to be more costly in the early 1990s than the
average for other single-unit plants.

e PGE’s SALP scores deteriorated from the early 1980s through the early
1990s.

¢ Trojan’s MTI performance was in the lowest (worst) quartile of plants
reviewed, suggesting that PGE did not pay appropriate attention to Trojan
maintenance activities. .

¢ Trojan's outage performance had a negative impact on capacity factor.

PGE disputes the validity of TBA’s comparative analysis. It contends that
TBA’s findings are suspect for several reasons, including: (1) biased and improper
comparison group selection; (2) biased and improper time period selection; and
(3) incomplete data selection. PGE provides its own comparative performance analysis,
which it believes establishes that Trojan cost performance throughout the period from
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1976 through 1992 was exceptional as compared to a cross section of subgroups of
nuclear plants: '

After a review of both comparative analyses, we find TBA’s study more reliable
to help quantify the impact of numerous factors on Trojan’s performance. TBA’s
conclusions are well reasoned and based on the most complete and appropriate
information. We do not find PGE’s comparative analysis persuasive and, for the
following reasons, give it little weight. First, PGE’s conclusions are based on a
comparison of average performance over the life of Trojan and other nuclear plants. The
use of lifetime performance averages, however, inappropriately masks Trojan’s declining
performance from 1987 through 1992, as well as industry trends in outage durations.
Moreover, PGE did not base its LCP inputs on Trojan’s lifetime average performance,
but rather on Trojan’s performance immediately prior to the formulation of the LCP.

Second, PGE inappropriately compared Trojan’s performance to small subsets
of plants that masked the impact of Trojan’s regulatory compliance problems on its -
performance. For example, for its most comparable group of plants, PGE used selection
criteria that resulted in a2 comparison group of only five other plants, many of which had
poor performance characteristics. Similarly, PGE limited its comparison group for
capacity factor and availability factor to 12 plants, eight of which were on the NRC’s
Watch List of Troubled Plants. We are more persuaded by the comparative analysis
performed by TBA, which appropriately used minimum selection criteria to produce a -
large data set to dampen the effects of the best and worst performing plants, as well as the
effects of individual plant performance anomalies.

We acknowledge that PGE made two comparisons that TBA did not —
comparisons on the basis of revenue requirements and capital expenditures. However,
revenue requirements are heavily influenced by historical factors, such as initial
capitalization and subsequent capital additions. These factors are generally not as
controllable by management as other cost components, such as O&M. Furthermore, PGE
inappropriately assumed an identical return on book value for all nuclear plants. To
adopt that assumption, PGE erroneously assumes an identical capital structure for all
nuclear plants as well as equivalent authorized rates of return on each category of capital
fund. PGE made additional errors that cast doubt on the reliability of its comparisons.
For example, PGE compared initial and total nuclear plant capitalization costs after
inflating to 1993 dollars, when annual revenue requirements are based on historical costs.

Finally, PGE criticizes TBA’s use of SALP scores. The NRC generates a SALP
report approximately once a year for each licensee. For the functional areas reviewed, the
NRC assigns a numerical rating of 1, 2, or 3, with 1 being the highest rating and 3 the
lowest. PGE argues that TBA'’s use of SALP scores to define reasonable management
performance is improper. We agree that a determination of imprudence should not be
based solely on a licensee’s SALP score. Nonetheless, TBA properly used SALP scores
to identify areas warranting further investigation, such as quality assurance, engineering )
management, and other areas addressed below. ’

v
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B. TBA Review of PGE Management

TBA next examined PGE’s management of the Trojan plant. Based on the
comparative performance analysis and a preliminary review of Trojan documentation,
TBA identified and examined several areas it believed had the greatest impact on Trojan's
performance, particularly during the years immediately prior to PGE’s decision to close
the plant. The areas reviewed by TBA included PGE’s quality assurance, engineering
management, operations management, maintenance management, outage management,
and regulatory compliance performance.

TBA'’s review found several areas where PGE’s performance was good or
exceptional. TBA found that Trojan placed twelfth among thirty-nine plants on the basis
of lifetime O&M costs/MWh generated. TBA characterized PGE's overall emergency
preparedness as good, noting that Trojan was one of the first plants to have a public
warning system. TBA also rated PGE'’s performance in nuclear fuel management, steam
generator inspection and repair, and delicensing as excellent. With regard to nuclear fuel
management, TBA found that Trojan’s fuel costs since the mid-1980s were generally
ranked among the lowest of all domestic PWR plants. It concluded that PGE’s actions to
address steam generator degradation, once it realized that serious problems existed, were
extensive, timely, and appropriate. Finally, TBA noted that PGE’s delicensing activities
allowed it to reduce staffing at the plant more rapidly than anticipated and achieve
significant costs savings.

TBA further concluded that PGE’s operations management was generally good.
Although PGE's operations management of Trojan deteriorated significantly from 1980
through 1984, TBA found that PGE was able to sustain improved performance into the
1990s. By the late 1980s, TBA believes that PGE’s operations management was so good
that it may have saved Trojan from being added to the NRC's Watch List of Troubled
Plants.

TBA also found several areas where PGE’s performance was poor or deficient,
however. Those areas are as follows:

Quality Assurance: Quality assurance (QA) comprises all planned and
systematic actions necessary to ensure that the plant and its components will perform
satisfactorily in service. QA requirements are prescribed in Title 10 of the Code of
Federal Regulations (CFR), Part 50, Appendix B, and are enforced by the NRC.

TBA found that PGE's QA program was either deficient or seriously deficient
throughout most of Trojan’s commercial operation. TBA determined that the root causes
for the deficiencies were: (1) insufficient management involvement in the QA program
direction and review; and (2) an inappropriate focus on administrative audits rather than
performance audits. TBA concluded that, despite warnings and opportunities to improve
QA performance, PGE did not make the necessary changes until the 1990s. TBA
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believes that these avoidable deficiencies had a noticeable iinpact on PGE’s regulatory
compliance and engineering and maintenance performance in the mid-to-late 1980s.

Engineering Management. The primary engineering activities associated with
an operating nuclear plant include the design and engineering of plant modifications and
additions; providing technical input regarding the operation of plant equipment,
components and systems; providing technical support regarding the resolution of plant
problems; providing technical input regarding plant licensing issues; and directing and
coordinating activities regarding the nuclear fuel cycle

TBA found that PGE's overall engineering and engineering management
performance was significantly deficient. TBA determined that: (1) PGE's propensity to
minimize the use of outside engineering firms, and to maintain relatively low salaries for
permanent engineering personnel, required it to rely heavily on contractor personnel,
which caused dissatisfaction among permanent employees and affected performance;
(2) PGE's cost consciousness tended to limit opportunities for PGE's engineersto
interface with others in the nuclear industry; (3) PGE's delay in moving engineers to the
site limited their ability to become involved in plant-related activities; and (4) PGE's
overall inability to effectively manage its engineering work force limited the
effectiveness of its engineering support of plant activities. TBA concluded that the
deficiencies were avoidable and severely affected PGE's regulatory compliance
performance.

Maintenance management. Maintenance management comprises the
management of the activities necessary to keep plant equipment, components, and -
systems in a state suitable for safe and reliable operation.

TBA found that PGE's overall maintenance performance deteriorated during the
1980s. TBA believes that these deficiencies contributed to PGE’s overall declining
performance in the mid-to-late 1980s and that the resulting cost impacts, while not as
significant as in quality assurance and engineering, were avoidable.

Outage planmng and management. Outage planning comprises the actions
necessary, prior to an outage, to plan, schedule and prepare for outage activities in an
efficient and timely manner. Outage management comprises the actions necessary to
coordinate and perform the outage activities in an efficient and timely manner, including
revising plans and schedules to accommodate changing conditions and emerging
problems.

TBA found that Trojan’s refueling outage performance was dismal starting in
1987. Among other things, TBA determined that Trojan's outages generally took
significantly longer than planned. TBA concludes that the outage management
deficiencies were avoidable and had a negative effect on Trojan’s capacity factor.
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Regulatory compliance: TBA examined PGE's recognition of and compliance
with the regulatory requirements governing the engineering, design, operation,
maintenance, and testing associated with Trojan’s safety-related structures, systems,
equipment and components. In its examination, TBA reviewed (1) the frequency of
NRC-assessed violations at Trojan in the 1980s; (2) the impact of PGE's actions that were
at the root of the violations; (3) the need to significantly improve PGE's performance on
Trojan expenditures; and (4) the impact of all of the above factors on PGE's decision to
close the plant prematurely.

TBA found that PGE's Trojan regulatory compliance was poor. This
inadequacy, TBA determined, was caused by previously discussed management
deficiencies, particularly in the areas of QA, engineering, operations management in the
early 1980s, and maintenance management. TBA concluded that an important impact of
PGE's poor regulatory compliance was increased O&M expenditures as the company
attempted to "catch up" and improve performance. TBA noted that, during the period
from 1986 to 1989, Trojan's nonfuel O&M expenditures increased from approximately
$52 million to $102.3 million, an increase of almost 100 percent.

TBA also concluded that PGE ran a considerable risk in adopting 2 management
strategy to minimize regulatory margin. The NRC defines minimum regulatory
requirements for every aspect of nuclear operations. A nuclear plant’s performance
should exceed this minimum level to provide additional assurance that the plant operator
will meet the minimum requirements. The level of performance above minimum
regulatory requirements is called regulatory margin; the greater the margin, the greater
assurance that the minimum requirements will be maintained. In order to maintain
relatively low costs, PGE adopted a strategy of minimizing regulatory margin. TBA
concluded, however, that the company’s implementation of that strategy was seriously
deficient. TBA found that PGE had failed to adopt appropriate criteria to guide its
implementation activities, which prevented it from reacting appropriately to NRC
feedback and concerns regarding its regulatory performance. TBA further found that the
cumulative effect of these prior deficiencies made the implementation of corrective action
in 1986 difficult, costly, and time consuming. TBA finally observed that, throughout the
1980s, the NRC assessed PGE with several Severity Level II and Il violations and
associated civil penalties as a result of the deficient regulatory compliance performance
that resulted from its precarious strategy.

Summary: To summarize, TBA drew the following conclusions:

* Trojan was among the best performing nuclear plahts in the early 1980s
in terms of O&M costMWh generated and regulatory compliance.

* After 1982, Trojan's regulatory compliance began to deteriorate and, by

1987, Trojan's economic performance was declining due to significantly
increased O&M costs with no offsetting improvement in capacity factors.
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e By 1988, Trojan was among the worst nuclear plants.

¢ By 1992, Trojan had lost virtually all the prior cost advantage over other.
single-unit plants that it had achieved in the early 1980s through good
management.

C. TBA’s Analysis of the Steam Generator Issue

As a final area of its analysis, TBA examined numerous issues relating to the
design, operation, and maintenance of the Trojan steam generators. TBA’s review began
with PGE’s purchase of the steam generators from Westinghouse in 1968 and ran through
~ PGE's decision to close Trojan in 1993.

TBA reviewed the steam generator design, PGE's purchase decision, and PGE's
operation and care of the steam generators to determine, in part, how the equipment's
degradation factored into the LCP and the net benefits analysis. TBA concluded that
PGE acted prudently with regard to its steam generator degradation activities.

D. Quantification of Deficiencies for Net Benefits Analysis

In addition to its review of PGE’s operation and management of Trojan, and
partly in reliance on the findings from that investigation, TBA helped staff forecast
certain key allowable costs of future Trojan operation. These three key components of
the continued operation forecasts include: (1) O&M costs; (2) capacity factor; and
(3) steam generator costs. In quantifying the impacts of PGE’s management deficiencies,
TBA applied a performance standard of what PGE could reasonably have achieved.

. TBA’s quantification methodologies resulted in a range of values for the various inputs.
The two extremes of each range are equally likely for the purpose of determining
allowable costs. However, because the range reflects a prediction of costs that would
have been allowed in future rate cases, only one value in the range would have been
allowed and any amount above that would have been disallowed.

For the purposes of the net benefits analysis, staff used the midpoint of each

- range, because it represents the middle point between equally likely higher and lower
~ values. Staff assumed a flat distribution, because it had no basis for concluding that any

one point in the range was more likely than another. PGE challenges staff’s use of
midpoints, asserting that staff’s methodology ignores other potentially acceptable values
in the ranges of assumptions. We disagree. Staff supported its use of the midpoint values
with a probabilistic analysis by: (1) assuming a uniform probability distribution over
each range, i.c., assuming that all values in a range are equally probable and values
outside the range have zero probability of occurring; (2) selecting a value from each
_ range at random; (3) calculating the net benefit with the values selected; (4) repeating the
input selection and the net benefit calculation many times; and (5) averaging the resulting
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net benefits estimates. Staff’s analysis determined that the average expected net benefit is
approximately the same as that determined by selecting the midpoint values.
Furthermore, staff’s approach is similar to the one PGE used in its least-cost planning
analysis. PGE reported the expected value of the difference in costs between continued -
plant operation and phase-out from its probabilistic analysis, just as staff has done for net
benefits.

As discussed above, TBA's review of PGE’s operation of Trojan revealed
management deficiencies that resulted in significant cost increases from 1987 to 1992.
From those findings, TBA concluded that PGE’s least-cost planning analysis forecasted
significantly greater, and inappropriate, O&M costs, an inappropriately low capacity
factor, and inappropriate costs related to steam generators. We address each issue
separately.

O&M Costs and Escalation Rates: TBA considered three primary factors in
determining a reasonable level of Trojan’s 1993 O&M expenditures: (1) PGE’s actual’
budget for Trojan’s 1993 expenditures; (2) the impact of the steam generator issue on
Trojan’s 1993 O&M budgét; and (3) the impact of PGE’s management deficiencies, prior
to and during 1992, on Trojan’s O&M budget. On a related issue, TBA also calculated
appropriate O&M cost escalation factors for use in staff’s updated net benefits analysis.

In its cost calculation, TBA started with Trojan's 1993 nonfuel O&M budget of
$115.8 million. It then reduced that figure by $5.3 million to account for avoidable steam
generator inspection and repair costs. This left $110.5 million. TBA then reduced the
$110.5 million O&M cost level by 5 to 10 percent. TBA concluded that this additional
reduction was necessary to reflect a previous management.cost advantage that PGE
should have been able to maintain due to its management strategy of minimizing costs
while attempting to minimize regulatory margin. TBA’s result is an allowable 1993
nonfuel O&M range of $99.5 to $105.0 million. The midpoint of TBA's range, $102.3
million, is within a range for the average nonfuel O&M expenditure for single-unit plants
in 1993, adjusted for Trojan's economy of scale and management strategy cost advantage.

With regard to O&M cost escalation factors, TBA looked at industry data for
the period 1981 through 1993. Based on that historical industry data, as well as current
regulatory reform initiatives and increased competitiveness in electricity markets, TBA
believes a 0 percent real O&M escalation factor is appropriate for the period from the
present through 1996, while an O&M projected real growth rate of 0 to 3 percent is
appropriate for the period 1997 through 2011.

PGE challenges both of TBA’s calculations. First, PGE contends that TBA’s
projection for Trojan’s 1993 O&M expenditures is too low, asserting that TBA applied a
standard of perfection in determining the input for the net benefits analysis. PGE
contends that the proper standard of performance for quantifying the company’s
- imprudence should be based on industry average performance, rather than the
performance PGE could reasonably have achieved with its management strategy
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advantage and the economy of scale advantage inherent in a plant with Trojan’s capacity.
We disagree. In recognition of the fact that Trojan was located in a low-cost market,
PGE adopted a management strategy that minimized costs while also attempting to
minimize regulatory margin. TBA’s quantification of PGE’s imprudence, therefore, is
appropriately based on PGE’s failure to maintain its management strategy, while also
recognizing that PGE’s actual regulatory margin was inappropriate. In other words, TBA
did not apply a standard of perfection, but rather an appropriate performance standard of
what PGE could have reasonably achieved.

PGE also challenges TBA’s inclusion of newer single-unit plants in its
comparison group to verify the reasonableness of the results of its quantification of
Trojan’s 1993 nonfuel O&M expenditures. PGE contends that Trojan costs are more
appropriately compared with those plants that began operation between 1971 and 1981.
We find TBA’s comparison group appropriate. Trojan’s MW rating made it the largest
single-unit plant placed into operation prior to 1982. Trojan’s economy of scale
advantage, therefore, can and should be measured against the average of all single-unit
plants. Similarly, PGE’s management advantage was a function of economics, which
relates to all single-unit plants, not merely a particular vintage of plant.

PGE further argues that Trojan’s 1993 budget is not appropriate to use as a
starting point for determining the nonfuel O&M cost input, because PGE had already
made a decision to phase out the plant in 1996 and had begun to cut back on programs
and costs. However, PGE’s 1993 budget was approximately $11 million greater than its
actual 1992 nonfuel O&M expenditures, a significantly greater increase than the average
nonfuel O&M costs increases for other single-unit plants for that period. Moreover, PGE
identified a reduction in its 1993 budget of only $2.2 million for programs that were to be
either scaled back or eliminated due to its decision to phase out the plant in 1996.

With regard to TBA’s O&M escalation factors, PGE claims that O&M
escalation should be three percent real from 1993 forward, rather than TBA’s proposed -
0 percent real until 1997 and a range of 0 to 3 percent thereafter. However, TBA
reviewed the nuclear industry's real nonfuel O&M per KW for 1989-1993 and found that
it declined by an average of 0.53 percent per year. This fact was partially anticipated by
PGE in its 1992 Plan, in which PGE stated:

In addition, hindsight now shows that increased regulatory
activity following Three Mile Island (TMI) caused many of
the historical increases above inflation in fixed O&M and
capital costs. The industry has essentially completed the TMI-
related work, and industry data indicates that recent nuclear
O&M expenditures have leveled and may possibly indicate a
decreasing trend.

Moreover, TBA persuasively argues that this downward trend is sustainable and may
even intensify because of: (1) industry-wide efforts to reduce regulatory costs; and
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(2) increasing competition in the electric utility industry. For these reasons, we find
TBA’s 1993 O&M cost estimates and O&M escalation factors appropriate for inclusion
in staff’s net benefits analysis.

Capacity Factor: To determine an appropriate capacity factor for Trojan for
1993, TBA considered the following five factors: (1) PGE's capacity factor projections
for Trojan; (2) the capacity factor achieved at similar plants; (3) the impact of the steam
generator issue on Trojan's capacity factor; (4) the impact of PGE’s outage planning
deficiencies; and (5) the impact of Trojan's twelve-month operating cycle.

To make its determination, TBA utilized the median of 1991-1993 average
design electrical rating net capacity factors for 50 large domestic reactors like Trojan,
rated at 1020 MW and above. It then adjusted that figure to eliminate the impact of steam
generator tube problems, then credited Trojan for the adverse impact of its twelve-month
operating cycle. TBA’s quantification determined that Trojan’s capacity factor should
have been at least 67.6 to 71.6 percent. Staff chose the midpoint of this range, 69.6
percent, as its imputed capacity factor for Trojan.

. PGE contends that staff’s projection is too high. It first challenges TBA’s use
of the median 1991-1993 average design electrical rating net capacity factors for
domestic reactors rated at 1020 MW and above. It contends that the most appropriate
comparison group for a capacity factor quantification consists of plants larger than 1000
MW and placed in service between 1971 and 1981. We disagree. Again, PGE’s
narrowly defined comparison group inappropriately skews the results of its analysis. Its
comparison group consists of only twelve plants, many of which were out of service
during extended periods of time, thus lowering the capacity factor average. It is also
important to note that TBA’s comparison group included many boiling water reactors
(BWR), which had an average capacity factor that was 8.6 percent less than pressurized
water reactors like Trojan in 1991-1993. The influence of BWR units in TBA’s
comparison group, combined with PGE’s own projection for a significant capacity factor
improvement after steam generator replacement, supports TBA’s conclusion that Trojan’s
capacity factor should have been at least 67.6 to 71.6 percent.

PGE also challenges TBA’s adjustment to the capacity factor to account for
steam generator problems. TBA's adjustment was based on an Electric Power Research
Institute (EPRI) report formulated specifically for the purpose of determining the impact
of steam generator problems on capacity factor. We do not find PGE’s argument
persuasive and reject it.

Steam Generator: PGE's least-cost plan analysis includes steam generator
repair costs in O&M expenditure projections, steam generator replacement costs in
capital expenditure projections, and capacity factor reductions for steam generator repair
and replacement activities through 1996. TBA concluded that PGE's liability for the
steam generator problems was not accounted for in its LCP. This issue is further
addressed below as part of Issue S-49, Steam Generator Plugging, Sleeving, and Analysis
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and Spare Reactor Coolant Pump Motor. We disallow both the inclusion of steam
generator replacement costs from the LCP (approxxmately $183.1 million) and the post-
1991 capital expenditures.

As an additional issue, PGE contends that staff’s use of the LCP inappropriately
a351gns the benefit of a planned 45 MW uprate to the ratepayers. An uprate is an mcrease
in a plant’s electrical production capacity and usually comprises a change in plant
operating parameters, such as pressure or temperature, that allow existing plant
equipment to produce a greater amount of electricity. PGE's 1992 Plan includes a
45 MW increase in Trojan capacity at the time of planned steam generator replacement in
1996. PGE argues that the benefits of the added capacity should be removed if no steam
generator replacement is included in the net benefits analysis. PGE explains in its
rebuttal testimony: :

If we must assume that customers would not pay for the cost
of the new steam generators, then we must also assume that
they do not receive any incremental benefits associated with
the new steam generators.

The replacement of the Trojan steam generators would have provided PGE with
the opportunity to “piggyback™ the costs associated with obtaining regulatory approval
for a power uprating onto the costs necessary to obtain regulatory approval for operation
with the replacement steam generators. TBA concluded, however, that PGE could have
achieved the 45 MW uprate with the original steam generators, had they not been .
defective. In fact, PGE considered a 45 MW uprate using the original steam generators in
the late 1980s. PGE ultimately determined that the uprating was not feasible, however,
due to the defects in the original steam generators that required a significant number of
tubes to be plugged. Moreover, without the many plugged tubes, an uprating could have
been accomplished at a cost of only a few million dollars, as compared to the significant
costs of steam generator replacement. For these reasons, we conclude that the benefits of
the additional 45 MW of additional capacity that PGE included in its least-cost plan
scenario are properly included in the net benefits analysis.

Staff’s Conclusions from Net Benefits Analysis

Adjusting PGE’s least-cost planning results, staff concluded that, for the
1995-2011 test period, the premature closure of Trojan resulted in & negative net benefit
of approximately $23.6 million. In reaching that conclusion, staff used the midpoints of
the ranges developed by TBA for 1993 fixed O&M, fixed O&M escalation factors, and
capacity factors. Staff also removed the costs of steam generator replacement from the
LCP results, for reasons addressed below as part of Issue S-49, Steam Generator
Plugging, Sleeving, and Analysis and Spare Reactor Coolant Pump Motor.

Based on its net benefits analysis, staff concludes that continued operation of
Trojan would have cost less than immediate shutdown in the absence of steam generator
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defects and management errors at Trojan. Accordingly, staff recommends that we should
hold PGE'’s ratepayers harmless from the effects of the steam generator defects and
management failures by disallowing $23.6 million of the company’s remaining
investment in the plant.

Position of Other Parties

As an additional issue, CUB and Kullberg argue that the decision to build
Trojan was imprudent in and of itself. CUB compares Trojan’s cost with the cost and
performance of coal plants after Trojan was completed and brought on line. The
comparison is not well supported. A prudence review takes into account the information
that was available to decision makers at the time the decision was made. It does not
engage in hindsight or second-guessing; to do so would be unfair. PGE could not have
known those data about coal plants at the time it decided to build Trojan. The record
does not contain evidence about what information was available to PGE when it decxded
to build Trojan, and it cannot support a decision of any kind on that issue.

Moreover, every tate case the Commission has decided since Trojan began
_ operating has included Trojan in rate base. It would be inappropriate now to overturn the
decisions in each of those rate orders from 1976 on.

Disposition - S-50: Remove Additional Fixed Costs--Net Benefits Analysis

We conclude that the allocation of the remaining Trojan investment is properly
determined by a net benefits analysis. The purpose of a net benefits test is to identify the
point at which ratepayers are indifferent between the options of continued operation of
Trojan and shutdown and construction or acquisition of replacement resources.
Application of the test is intended to hold ratepayers harmless for a utility’s poor
operation or management.

Staff evaluated numerous issues presented by a net benefits review. It retained
an expert witness, TBA, to review PGE’s operation and management of Trojan. In its
review, TBA apphed a reasonable person standard, similar to that commonly employed in
utility prudence review proceedings. TBA based its evaluation on information available
to a decision maker at the time of the decision. Based on TBA’s findings, staff
completed a quantitative analysis to determine whether assessing ratepayers 100 percent
of Trojan’s remaining costs is in the public interest. After revising its net benefits
analysis to incorporate some changes suggested in PGE’s rebuttal testimony, staff
determined that the premature closure of Trojan resulted in a negative net benefit of
approximately $23.6 million. With the adjustments described below, we adopt staff’s net
benefits analysis.

Adjustments to Staff”s Net Benefits Case: Staff’s initial net benefits analysis

did not include seven potential adjustments that were not quantified or that were raised
during the Phase II hearings. We have reviewed those adjustments and adopt them with
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the correction and exception noted below. We also adjust the estimated net benefit to
recognize the interaction among the individual adjustments, as discussed below.

1. 45 MW Increase in Trojan Capacity. Staff’s analysis assumed that the
45 MW uprate would have taken place in 1996, along with the steam generator
replacement, as PGE had assumed in its LCP. However, if the steam generator
degradation had not occurred, the increase could have been achieved without replacing
the steam generators. Assuming a date earlier than 1996 would reduce the net benefit of
closing Trojan, because the extra 45 MW would obviate the need for 45 MW of power
from other resources. Staff included the 45 MW capacity increase in its net benefits
analysis starting in July 1996.

CUB calculated that moving the start date back to the beginning of the test
period (January 1995) would reduce the net benefit of closing Trojan by $7.7 million
(PGE share, 1995 dollars). We find that CUB’s calculation is incorrect because: (1) it
does not account for the variable O&M associated with additional generation; (2) it does
not recognize that the costs used are expressed in 1993 dollars; and (3) it does not
discount the value of the additional generation properly. The corrected figure (using
CUB'’s assumed 65 percent capacity factor) is $6.1 million.’

We find the corrected adjustment reasonable and adopt it.

2. Capacity factor. In its capacity factor quantification, TBA determinéd that
the industry median capacity factor was depressed as a result of steam generator
problems. Relying on a study by EPRI, TBA concluded that the capacity factor should be
increased by 2.6 percent to adjust for the steam generator tube problems. At hearing,
however, CUB demonstrated that TBA had overlooked the fact that the EPRI study also
indicated that steam generator replacement activities reduced capacity factors by an
additional .65 percent. TBA testified that its imputed capacity factor range should be
increased by this amount to accurately account for all of the effects of the steam generator
problems. Staff, in turn, testified that such an adjustment in TBA's range would also
increase its mid-point imputed capacity factor by .65 percent, for a value of 70.25
percent. Increasing capacity factor by .65 percent reduces the net benefits of closure by
$20.5 million (PGE share, 1995 dollars).

We find this adjustment reasonable and adopt it.

3. Fixed O&M. Staff’s base case used the mid-point of TBA’s O&M range,
$102.25 million, for allowable fixed O&M for 1993. TBA’s nonfuel O&M, however, is
not the same as PGE’s fixed 0&M. PGE treated variable O&M as separate from nuclear
fuel costs. Therefore, allowable fixed O&M should be determined by subtracting
variable O&M from TBA’s rionfuel O&M estimates.

At the 60 percent Trojan capacity factor assumed for 1993, variable O&M totals
$5.8 million. Subtracting this figure from TBA’s nonfuel O&M produces a range for
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fixed O&M of $93.7 million to $99.2 million, with a midpoint of $96.45 million. This
$5.8 million reduction in fixed O&M, extrapolated out over the study period, and using
the O&M escalation figure in staff’s surrebuttal testimony, reduces the net benefit of
closure by $51.8 million (PGE share, 1995 dollars).

We find this adjustment reasonable and adopt it.

4. Nuclear Fuel Costs. Nuclear fuel estimates are necessary to compare the
cost of operating Trojan at a given capacity factor to the cost of replacement resources
used to generate an equivalent amount of energy. In combining the results from the two
parts of the LCP, staff assumed that the 1992 Plan numbsers for fuel costs in Case 1b were
calculated in the same manner and contained the same assumptions as the Update’s
Scenario 3. Based on that assumption, staff combined the results of Case 1b and
Scenario 3 for use in its net benefits analysis. PGE explained, however, that it used lower
nuclear fuel costs during phase-out in the Update than in the 1992 Plan. Accordingly, the
net benefits analysis should use consistent assumptions to estimate nuclear fuel costs. -
This correction increases the net benefit of closure by $25.7 million (PGE share, 1995
dollars). :

We find this adjustment reasonable and adopt the updated figure.

5. Transition Costs. Staff reduced the cost of the immediate shutdown
alternative to recognize the fact that PGE has experienced lower transition costs than
assumed in the least cost plan. Staff’s net benefit estimates do not include any
corresponding transition cost savings under continued Trojan operation with shutdown in
2011. If transition costs in PGE’s LCP were overestimated for immediate closure, staff
believes that they may also have been overstated for continued plant operation. Staff
concluded that-some savings in transition costs after 2011 would be likely. Recognizing
these savings would reduce the net benefit of immediate closure. Staff does not suggest a
figure to represent savings in transition costs after 2011, although CUB quantifies the
savings at $30.8 million, starting from the same $65.6 million for which staff adjusted the
cost of immediate closure (PGE share, 1995 dollars).

. PGE describes its reduction in transition costs over its LCP projections as the
result of aggressive and quick cutting of costs. Staff does not challenge that description.

We do not adopt this post-2011 adjustment. Staff was not certain that transition
costs were actually overstated for continued plant operation, and did not quantify the
amount. CUB’s quantification, in view of staff’s circumspect approach to this issue, is
not supported by the record. CUB simply assumes that the savings would be the same for
continued operation. Moreover, PGE achieved some of the savings by aggressive action.
Imputing a lower than projected cost to transition in 2011 is tantamount to penalizing
PGE for acting quickly to cut costs.

i I
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6. Carrying charges. It is standard industry practice to recognize a small
amount of capital replacement in the fixed O&M assumptions for combustion turbines.
While PGE’s fixed O&M assumptions were consistent with this practice, the company
also accounted for capital replacement costs in carrying charges in the 1992 Plan. To
conform with other forecasts in the industry, and to eliminate any double-counting of
costs, PGE subsequently reduced the carrying charges to eliminate the allowance of
capital replacements beginning with its 1993 avoided cost filing.

PGE argues that the net benefit analysis should also use the carrying cost rate
from the 1992 Plan corrected to eliminate the inclusion of interim capital additions for
new combustion turbine generating plants. We agree. Although the reduction in capital
costs exceeds PGE’s fixed O&M assumptions, the adjustment to the carrying charges
reflects industry practice of assuming very small capital additions for combustion
turbines. Moreover, we approved PGE’s projections of the capital costs of combustion
turbines in acting on the company’s 1993 and 1994 avoided cost filings. The net benefits
test should use the capital additions assumptions as updated in those avoided cost filings.
Using corrected carrying cost rates increases the net benefit of closure by $68.9 million
(PGE share, 1995 dollars).

We find this adjustment reasonable and adopt it.

7. Capital Costs of New Gas-Fired Resource. Staff’s net benefit figures for
the cost of replacement resources are based on PGE’s least-cost planning estimate.of the
. capital cost of a combined-cycle combustion turbine, the principal resource replacing
Trojan. PGE’s figure is lower than those being used by PacifiCorp and the NWPPC in
their current planning processes. PGE estimates the capital costs for the turbine at
$550/KW, PacifiCorp at $586/KW, and NWPPC at $630/KW. PGE has not shown why
its estimate is so much lower than that of the other entities. Substituting PacifiCorp’s
estimate for PGE’s would make the net benefits analysis more negative by $16.0 million
(PGE share, 1995 dollars).

We conclude that PGE has not shown why its estimate is more reasonable than
the other, higher estimates in question. We find it more reasonable to adopt the middle
estimate, $586/KW, and adjust staff’s analysis accordingly.

Adjustment for Interactions. A further change in the net benefits estimate is
needed to account for interactions among the individual adjustments described above.
Increasing capacity factor by .65 percent, for example, increases the value of advancing
the 45 MW capacity increase at Trojan to January 1995. Revising carrying charges
changes the effect of updating the capital cost of replacement resources. Using the staff’s
net benefits model, we find that recognizing all the interactions increases net benefits by
$3.0 million, and we adjust the net benefits estimate accordingly.

]
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Summary of Adjustments

The following table summarizes the effects of the adjustments discussed above:

Staff’s net benefits analysis result -$23.6 million

Adjustments to Staff’s Calculations

January 1995-June 1996 uprate to 45 MW . -$ 6.1 million

Increase capacity factor by .65 percent -$20.5 million
Decreasing Imputed Fixed O&M by $5.8 million -$51.8 million
Update to nuclear fuel assumptions +$25.7 million
Update to staff’s carrying costs +$68.9 million
Update to capital costs of replacement resources -$16.0 million
Adjustment for interaction +$ 3.0 million
Total effect of adjustments +$3.2 million

.| Total of adjustments and Staff's net benefits calculation | -$20.4 million

Post-1991 disallowances ' -$17.1 million

Total disallowance including post-1991 expenditures | -$37.5 million

Remaining Ratepayer Share
Trojan Investment
$288.2 million $250.7 million 87 percent

We find that with these adjustments, the net benefits analysis approximates the
point at which ratepayers are indifferent between continued operation of Trojan and
shutdown, with replacement of the generating resource. We also find that this recovery
under the adjusted net benefits analysis is in the public interest. ORS 757.140(2).

Transition Costs

TBA also reviewed PGE’s 1993-1996 transition costs. PGE defined transition
costs as “the operations and corporate overhead costs associated with closing Trojan,
operating and maintaining the spent fuel pool, and securing the plant until dismantlement
can begin.” TBA determined that the transition costs included in the proposed test years
are reasonable, and staff recommends full recovery of the amount requested by PGE. We
adopt staff’s recommendation.
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S-45: Trojan Overtime

Staff proposes the removal of all overtime compensation budgeted by PGE for
the Trojan plant in its filing. Staff notes that the plant was permanently shut down in
January 1993, and requires only security, monitoring, and maintenance staff. Staff
believes that PGE’s personnel levels are adequate to accomplish those activities without |
the need for overtime. PGE disputes staff’s proposed adjustment, but does not provide
sufficient explanation to justify recovery of those costs. After a review of this matter, we
agree that the budgeted overtime should be removed.

S-46: Trojan Investment Classification

The Commission has adopted the FERC Uniform System of Accounts as a basis
for utility accounting requirements. The Uniform System of Accounts is a comprehen-
sive basis of accounting and provides, among other things, distinct accounts for assets
and other debits. :

In its filing, PGE proposes to leave certain Trojan assets in FERC Account 101,
Plant in Service, an account designated for original costs of electric plant owned and used
by the utility in its electric utility operations. PGE believes that the assets, which
primarily include the spent fuel pool and related systems, as well as the administrative
buildings, should continue to be classified as plant in service because they remain-used
and useful for the purpose for which they were intended. Staff disagrees with PGE’s
proposal and recommends that all net investment in Trojan systems, including Trojan
Material and Supplies Inventory, be placed in FERC Account 182.2, Unrecovered Plant
and Regulatory Study Costs. That account is defined to include significant unrecovered
costs of plant facilities that have been prematurely retired. Because both accounts are
included in PGE’s rate base, transferring investment between the accounts will not affect
the rate base.

PGE and staff agree that the placement of plant in FERC Account 101 means
that the plant is “used and useful in the public service.” PGE contends that that
requirement is met, because the Trojan plant remaining in that account protects public
health and safety, provides security, or provides office space and facilities for the
employees that remain on the site. As staff notes, however, the original purpose of the
assets in question was to be part of an operating plant that was providing service to rate
payers. That plant has now been permanently shut down, and those assets are now used
only to provide the service necessary for safety and asset preservation pending
decommissioning and dismantling of the plant. Moreover, while the spent fuel at Trojan
is the result of “used and useful” service by the plant, it is being stored at Trojan only
because the United States Department of Energy (USDOE) has failed to establish a
permanent federal repository for nuclear waste. In short, the continuing activities at
Trojan are related to decommissioning, not productive operation of the facility.
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We acknowledge that there is no prescribed method of accounting for nuclear
plants that are in the process of being decommissioned. FERC is currently working on a
position paper regarding this issue, but it has not yet been issued. The Financial
Accounting Standards Board (FASB), however, has taken a position on accounting for
plant that is removed from service. In its Statement 90, the FASB states:

When it becomes probable that an operating asset or an
asset under construction will be abandoned, the cost of that
asset shall be removed from construction work-in-progress
or plant-in-service.

For these reasons, we find that the Trojan plant is no longer used and useful.
All the Trojan plant investment, including accumulated depreciation, accumulated
deferred income tax, and deferred investment tax credit, as well as Trojan Materials and
Supplies Inventory, should be transferred to FERC Account 182.2, Unrecovered Plant
and Regulatory Study Costs. PGE’s filing should be modified accordingly.

S-47: Trojan Salvage Proceeds

Staff also recommends that the unrecovered Trojan plant placed in FERC
Account 182.2 be reduced to reflect a greater amount of projected recovery through
salvage sales of surplus Trojan assets. Staff believes that PGE’s original estimate of
salvage recovery of $6.7 million is reasonable for the equipment that was included in the
estimate, but adds that the estimate does not include any recovery for the buildings or
certain installed plant equipment. Because the costs of the installed plant equipment and
unused buildings are significant, staff proposes that the estimated salvage proceeds be
increased by $6 million, for a total amount of $12.7 million, PGE share.

PGE acknowledges that the revised estimate of salvage recovery does not
include any recovery for buildings and only $506,000 for installed plant equipment. The
company argues, however, that it is unrealistic to expect that salvage sales will exceed the
level predicted. PGE notes that it has aggressively attempted to market installed plant
equipment to foreign nations, but adds that no major sales are pending. It also cites
numerous efforts to market the approximate 149,000 square feet of space available for
sale or Jease at Trojan. Those efforts, however, have generated little interest.

Both PGE and staff agree that the sales of surplus Trojan assets through 1995
and 1996 are difficult to determine. The book value of the underlying Trojan assets,
however, is significant. According to PGE’s numbers and classification, the value of
plant items and materials and supplies is approximately $232 million after reductions of
PGE’s estimated salvage sales. We share staff’s concemn that the use of low salvage
estimates for those assets would cause the rate base and amortization expense to be too
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Accordingly, we find staff’s proposed adjustments reasonable and adopt them.
If actual salvage is less than staff’s projection, PGE’s loss will be limited to the return on
the difference between staff’s estimate and the company’s estimate for the period
between the end of this rate case and the end of the next one. Actual recovery will have
been determined by the time of that next rate case, and any shortfall can be returned to
PGE’s rate base.

S-48:. Trojan Decommissioning

Definition of Decommissioning. According to the Rules and Regulations of
the NRC (10 CFR 50.2), “‘Decommission’ means to remove [a facility] safely from
service and reduce residual radioactivity to a level that permits release of the property for
unrestricted use.” In this docket, staff has used a more inclusive definition of
decommissioning. The NRC’s definition refers only to those portions of a facility
affected by radioactivity, but staff uses the term to include all activities related to
removing total plant from service and restoring the site to unrestricted use. We adopt
staff’s usage of “decommission.” We also adopt staff’s definition of decommissioning
cost as the total cost of removing Trojan from service, net of any salvage recovery.

Decommissioning Costs: Capital or Noncapital? When we entered our
decision in DR 10, staff considered decommissioning costs to be a noncapital expense.
See Order No. 93-1117 at 14. In the meantime, staff has reconsidered its position. It now
considers decommissioning costs to be capltal costs. Capital costs may be recovercd
under ORS 757.140(2). :

Staff reached its current conclusion about decommissioning costs by
determining that decommissioning costs are conceptually equivalent to the negative net
salvage value of property removed from service.’ If that equivalence is valid,
decommissioning costs are capital costs because salvage value is associated with capital
investment (property).

Net salvage value (the difference between salvage value and cost of removal) is
a depreciation concept. Depreciation is the method this Commission uses to provide for
the recovery of the total investment in property and the cost of removal of that property
from service at the end of its estimated life.2' Positive net salvage value reduces the rate
of depreciation. Negative net salvage value increases the depreciation rate. If the cost of
removal is greater than the salvage value of the property, then the sum to be recovered
will be greater than the original investment.

% Staff’s determination is supported by Frank K. Wolf and W. Chester Fitch, Depreciation Systems (Ames,
IA: Jowa State U/ Press, 1994), who refer to decommissioning as “large negative salvage” (p. 7) and as
“sngmﬁcant negative net salvage”(p. 52).

' ORS 757.140(1) requires each public utility to carry an adequate depreciation account. Under that
provision, the Commission ascertains and determines the proper rates of depreciation.
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The following formula expresses the equivalence of decommissioning costs and
net negative salvage: '

D=SV-CR

where D = decommissioning costs; SV = salvage value; and CR = cost of removal. We
agree with staff that decommissioning costs are equivalent to negative net salvage value
and are therefore capital costs.

Background of Trojan Decommissioning. When Trojan went into service in
1976, PGE included an allowance for net salvage in its depreciation rates. Negative net
salvage percentages were attributed to the Structure & Improvements account and the
Reactor Plant Equipment account. By Order No. 79-055, the Commission required the
company to make a decommissioning cost study as the basis for estimating the cost of
taking the plant out of service. PGE submitted the study and a funding proposal in 1979.
The Commission approved the plan and the funding proposal in Order No. 80-612, issued
August 18, 1980. ' '

PGE’s 1979 plan called for the plant to lic dormant for 100 years after its
closing, at which time it was to be dismantled. PGE proposed to fund the
decomn;izssiom'ng through an internal sinking fund account within its depreciation
reserve.

In Order No. 91-186 (UE 79), consistent with rule changes of the NRC, the
Commission adopted a new decommissioning plan and cost estimate. The new plan
called for the immediate dismantling of the plant at the end of its estimated life (2011).
The decommissioning fund was changed from an internal fund to an external trust fund
administered by an independent trustee, pursuant to NRC requirements. The fund
balance was $48.9 million at the end of 1993.

Current Plan. In this docket, PGE has proposed a revised decommissioning
_plan. The principal elements of its plan are:

1. Early large component removal. The company plans to remove the steam
generators and pressurizer for burial by December 1995.

- 2. Construction of a “dry” on-site fuel storage facility for long-term storage of
spent nuclear fuel. The facility would be completed by 1998 and the spent fuel

2 A sinking fund is designed to produce a desired sum of money at the end of a given time period. A
payor makes a series of payments into an interest-bearing account throughout the period. The sum of the
payments plus accrued interest will equal the desired total at the end of the period. “Internal” in this
discussion means internal to PGE. PGE established the sinking fund as part of its depreciation reserve.
Interest accrued at the company’s rate of return. The company was to maintain the fund. :
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would be stored there until shipment to a permanent federal storage facility
(target date: 2018).

3. Removal and dismantling of all contaminated systems and some building
demolition from 1998 through 2002.

4. Site restoration activities. After the shipment off-site of the spent fuel in
2018, all facilities with no further value will be dismantled and the site made
available for unrestricted use. This will occur from 2018 through 2023.

PGE notes that early implementation of decommissioning will give its
customers the benefit of current low burial rates and mitigate the risk of losing access to a
low-level radioactive waste burial site.

Funding of the Current Decommissioning Plan. Beginning in 1995, PGE
proposes to contribute $14,041,000 annually to the external trust fund. The contribution
will continue through the year 2011. The period ending in 2011 was chosen for
distributing decommissioning costs because that is the period over which the Trojan
closure is expected to produce benefits. After 2011, Trojan would have been replaced by
other resources in any case, so the generation of ratepayers after. 2011 should not share in
decommissioning costs.

PGE’s proposal to contribute an equal amount each year to the external ..
trust fund is a departure from the method of contribution adopted in UE 79. In that
docket, it was assumed that Trojan would operate until 2011, and the Commission
adopted a funding plan under which each generation of customers would contribute
equally on a real levelized basis, with payments increasing over time to offset the effect
of inflation. The real levelized funding plan would have matched costs with benefits
received by the ratepayers. That is, ratepayers receiving the benefit of the plant would
pay for its decommissioning. PGE’s current contribution under this plan is $11,220,000
in 1994, which would have increased to $21,120,000 by 2011.

Trojan was shut down in 1993, however. The company now proposes a nominal
level contribution. The payment into the decommissioning fund will be the same each
year. Under this plan, in real terms, decommissioning costs to future ratepayers will
decline because of inflation. The increased level of current contribution is required
because Trojan shut down earlier than expected. The current payment to the
decommissioning fund is inadequate and must be increased.

Even with the proposed increase in annual contribution, the company will have
to borrow to bridge its needs. As currently estimated, however, the cash flows will
eventually fund the cost of decormmssxomng including repayment of the interim
financing. The company’s investment strategy concentrates on mumcxpa] and corporate
bonds. .

\;p v
1
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PGE’s Efforts to Involve Other Entities. In DR 10, we imposed the condition
that PGE involve other entities in its decommissioning efforts. PGE has held discussions
with the NRC, USDOE, EPRI, and other utilities. It has performed work relating to
steam generators for Duke Power’s Catawba plant, and has other proposed programs.

The NRC has shown interest in performing containment tendon grease leakage studies
and electrical cable aging studies at the Trojan facility.

Stafi’s Review of PGE’s Plan and Funding Proposal. As part of its case,
staff reviewed both PGE’s decommissioning plan itself and the proposal for funding it.
Staff asserts that PGE’s decommissioning plan meets all criteria of the NRC and the
Oregon Energy Facility Siting Council and recommends that we adopt it. In addition,
staff states that PGE’s proposal is the least-cost decommissioning option.” Staff also
notes that, as the process of decommissioning evolves, PGE will doubtless find it
necessary to make changes in its total cost estimate. The plan and its funding mechanism
should therefore be subject to regular, ongoing review by the Commission and staff.
Necessary changes in authority granted to PGE by the Commission can be made in future
dockets.

"Positions of URP and Kullberg. URP first contends that PGE’s proposal is not
prudent under the circumstances and that ratepayers should not have to pay for it. URP
believes that PGE’s decommissioning plan disadvantages PGE in its pending suit against
Westinghouse because the large component removal destroys evidence that PGE needs in
its lawsuit and possibly in other forums.

Second, URP contends that the NRC may order modifications to PGE’s
decommissioning plan and that Commission approval is therefore premature. Kullberg
also argues that decommissioning costs should not be reflected in rates prior to NRC
approval of the plan. Kullberg has specific disagreements with PGE’s plan as well, and
urges that decommissioning should be delayed to gather more information and reduce
uncertainty about a number of elements of the plan.

In response to URP’s first contention, we are not persuaded that PGE’s removal of
the steam generators will harm ratepayers, especially since this order disallows the post-
1991 steam generator costs. The first of URP’s arguments is rejected.

As to waiting for NRC approval, we understand that the final plan may differ in
some respects from the current proposal. We also understand that as decommissioning
proceeds, it may be necessary to make still further revisions in the plan or its financing.
We acknowledge that there is a great deal of uncertainty in the whole area of
decommissioning. Therefore, PGE’s decommissioning plan and its funding mechanism
will be subject to regular, ongoing review by the Commission and staff. Necessary
changes in authority granted to PGE by the Commission can be made in future dockets.

B As part of the planning process, PGE's consultant evaluated four decommissioning options available to
PGE and estimated their cost in 1993 dollars. PGE’s option is the least costly of these four options.
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We conclude that it is not necessary to wait for NRC approval before approving PGE’s )
decommissioning proposal. '

As to the request that decommissioning be delayed pending further study, we find
it more likely than not, based on the record before us, that delay in implementing the plan
will increase the costs of decommissioning. That is an undesirable outcome. Moreover,
early decommissioning allows PGE to take advantage of disposal $ite availability.
Continued Commission oversight of the decommissioning process will address the
question of changing circumstances as decommissioning proceeds. The arguments for
delay are rejected.

- DR 10 and Recovery of Decommissioning Costs. In DR 10, Order No. 93-
1117, we concluded that we would consider favorably allowing PGE to recover Trojan’s
decommissioning costs in rates, if PGE met the following conditions:

1. PGE must prove all six assumed facts in a rate case or similar forum.
(See the section above, “Applicable Law,” for the six assumed facts.)

2. PGE must show that it pursued the least-cost decommissioning option
consistent with directives from the Nuclear Regulatory Commission and
other agencies.

3. PGE must show that it has made a reasonable effort to ascertain if other )
entities wishing to gain valuable experience in decommissioning a nuclear

plant of this size would participate in and support its decommissioning

activities.

4. PGE must report within 30 days any settlement or award related to
decommissioning costs for the Trojan plant.

5. PGE must provide satisfactory evidence with regard to any other matter
the Commission deems pertinent to a decision in a rate proceeding.

Disposition of the DR 10 Conditions. We conclude that PGE has met the
DR 10 conditions. The first condition, proof of the six assumed facts, was discussed
above, in the section titled “The DR 10 Requirements,” p. 27. We found that PGE has
shown all but one of the six facts. We have discretion to allow recovery of
decommissioning costs, however, in view of PGE’s substantial compliance with the
requirement that it prove the assumed facts.

_ As to the second condition, based on current information, PGE’s chosen plan is
the least-cost option. Third, PGE has made good faith efforts to involve other entities in
its decommissioning efforts; we note its efforts to contact the NRC, EPRI, the USDOE,
and other utilities. The fourth condition, report of any settlement or award related to
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decommissioning costs, is not yet ripe. We continue to impose this requirement on PGE.
We have not imposed the fifth condition.

We approve PGE’s décommissioning plan and funding plan for inclusion in rate
base on the effective date of the tariffs adopted in this order.

S-49: Steam Generator Plugging, Sleeving, and Analysis and Spare Nuclear
Reactor Coolant Pump Motor

Steam Generator Issues:

The steam generators figure in the analysis of Trojan-related costs in two ways.
First, the cost of replacing the degraded steam generators was imputed in PGE’s 1992
Least-Cost Plan and 1993 Update. Second, PGE incurred capital expenses relating to
repairing the steam generators in the time between its last general rate case, UE 79, and
this rate case. TBA’s evaluation of the steam generator issue addresses both of these’
costs.

Replacing the generators: In its least-cost planning process, PGE considered
replacing the steam generators. PGE included the cost of replacement in its least-cost
analysis of closing Trojan. The expected cost of replacing the generators in 1996 is
$183.1 million. Staff recommends removing from the net benefits analysis all costs -
associated with replacing the steam generators. If the cost of replacing the steam
generators were included in the net benefits analysis, the cost of continued operation.
would be higher and the net benefit of closure would therefore be greater. Staff’s
proposal imputes to PGE the cost of replacing the steam generators, for purposes of the
net benefits analysis. '

Repairing the generators: After January 1, 1992, PGE incurred capital costs for
plugging and sleeving the generators and analyzing the problem. Post-1991 Trojan-
related capital expenditures have never been in PGE’s rate base. PGE proposed to have
them become rate base items for UE 88 recovery purposes. Staff recommends
disallowance of the steam generator capital expenditures. The total amount of
recommended disallowance is approximately $14.9 million.

In considering how to treat the cost recovery associated with the steam
generators, TBA reviewed Westinghouse engineering and design activities and PGE’s
purchase, operation, maintenance, and care of the Trojan steam generators. The review
covers the period from 1968, when PGE purchased the generators from Westinghouse,
through 1993, when PGE decided to close Trojan.

PGE noted significant degradation of the steam generators in 1989 By 1991,
over 25 percent of the steam generator tubes were either plugged or sleeved.”* The

M Sleeving is a process whereby another tube is permanently inserted into a degraded tube.
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generators had degraded to the point that PGE had planned to replace them in 1996. TBA
concluded that Westinghouse design flaws were the root cause of the steam generator
degradation. TBA found no imprudence on PGE’s part with respect to its maintenance
and operation of the generators.

Staff argues that we have the discretion to hold PGE responsible for the costs
associated with the steam generator problems and recommends that we exercise our
discretion in favor of the ratepayers. Staff’s position derives from TBA’s
recommendation that PGE be held liable for steam generator costs even absent a finding
of negligence on PGE’s part.

Staff notes that the Commission has broad discretion when it comes to
ratemaking. As the Oregon Supreme Court sald, “The [Commission] appears, therefore,
to have been granted the broadest authority -- commensurate with that of the legislature
itself — for the exercise of [its] regulatory function.” Pacific N.W. Bell v. Sabin, 21 Or
App 200, 214 (1975). Staff concludes that we have the discretion to disallow the costs
associated with steam generators and to remove the cost of replacing them from the net
benefits analysis.

Staff supports its conclusion by referring to Pennsylvania Public Utility .
Commission v. Philadelphia Electric Company, 561 A2d 1224 (1989). In that case, the
Pennsylvania Supreme Court dealt with an order of the Pennsylvania Public Utility
Commission in which that commission disallowed replacement power costs stcmmmg
from two shutdowns of a nuclear power plant. The second shutdown occurred because of
a manufacturing defect, which the court said could not be attributed to the utility. The
court nevertheless held that the commission was correct in assigning replacement power
costs to the utility rather than to ratepayers. The court reasoned:

By disallowing the replacement costs, the Commission held that
the utility and not the ratepayers were in a far superior position to
seek redress for the defects and negotiate contractual protections to
minimize any future problems. [W]e believe a utility company is in
a better position to prevent an occurrence or provide for protection
against any such occurrence. After all, it was the utility which
chose the contractor, negotiated the contract, and is in a position to
seck damages for any losses sustained under the contract. While
the utility may have to bear the initial losses incurred as the result
of its contractor’s negligence, it is in a far better position to
aggressively pursue the tort-feasor for reimbursement. If we were
to hold otherwise, the utility would have no incentive to pursue the
tort-feasor, having already received full compensation for its
losses. 561 A2d at 1228.

Staff also supports its position with reference to product liability law, which
illustrates that the law can impose a burden on a party not judged to be at fault. Ifa

-
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customer is injured by a product through no fault of her own, for instance, product
liability law imposes liability on the merchant, even if faultless, because the merchant is.
better situated than the customer to pursue remedies against the manufacturer.
Restatement (Second) of Torts, Section 402A.

PGE argues that there is no legal precedent for holding it strictly liable for the
defective steam generators; that TBA took a contrary position in another case; that staff’s
various legal analogies (see below) are inapposite because this is not a tort case buta
ratemaking proceeding; and that to hold it strictly liable would be to set 2 dangerous new
precedent. PGE also makes the policy argument that if we impose steam generator costs
on PGE without a showing of imprudence, it will eliminate a protection now available to
utilities when they seek cost recovery for expenditures.

. Disposition:

We are persuaded by staff’s arguments. Even if PGE is faultless, PGE is better
situated to pursue remedies against Westinghouse than its ratepayers are. PGE is correct
when it argues that this is a rate case, not a tort case, and that the legal precedent staff
cites can be distinguished factually from the present case. However, someone must bear
the costs relating to the steam generator defects. As between PGE and the ratepayers, we
find it fairer to assign the costs to PGE, based on the reasoning in Pennsylvania Public
Utility Commission v. Philadelphia Electric Company. That case is different on its facts
because the vendor and the utility were in an-ongoing-contractual relationship, but the
principle enunciated applies to the present case, as does the principle of product liability
law stated above.

The fact that TBA took a contrary position in another case does not decide the
issue now before us.

Finally, PGE argues that imposing steam generator costs on it in the absence of
imprudence means that utilities lose the protection of prudence as the basis for cost
recovery when they purchase goods or services from another. The Commission decides
cost recovery issues on a case by case basis. No future outcome is determined by the
decision to impute the cost of steam generator replacement to PGE by removing their cost
from the net benefits analysis and disallowing the post-1991 plugging, sleeving, and
analysis costs.

Spare Reactor Coolant Pump Motor:

This is another post-1991 Trojan-related expense that staff recommends should
be disallowed. Trojan had four coolant pump motors that circulated water to cool the
reactor. These pumps were required for the safe operation of Trojan, and if one motor
had failed, Trojan would have had to be taken off line. It could have taken up to nine
months to repair or replace a motor.
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In 1986, PGE assessed the need for a spare motor. PGE inspected the existing
motors, which had operated since 1976, and found them to be in excellent condition.
PGE decided against purchasing a spare motor. In 1988 and 1989, PGE again studied the
issue of purchasing a spare motor and explored several options, none of which involved
PGE’s sole purchase of a spare motor. PGE explored sharing a spare motor with another
plant, for instance, and purchasing a motor stator (a motor component subject to the
highest proportion of motor problems). PGE again decided against purchase. In Spring
of 1991, it decided to purchase a spare motor from Westinghouse for $2.2 million. When
PGE decided to close the plant in 1993, the motor had not yet been delivered. PGE
decided not to accept delivery, because to do so would significantly reduce the motor’s
salvage value.

PGE argues that its decision to purchase the motor was prudent, pointing out
that between 1984 and 1988, 19 reactor coolant pump motors failed in the industry.
Moreover, PGE is aware of at least 20 other nuclear power plants that purchased or had
access to a spare reactor coolant pump motor. PGE argues that the costs of the motor
should therefore be included in rates.

Staff opposes including the cost of the spare reactor coolant pump motor in
rates. Staff argues that the 1991 decision to purchase the motor is not supported by an
adequate analysis. Although PGE assessed its need for a spare motor in 1986 and 1988,
it did not do & new assessment in 1991. There is therefore no record to show why PGE
decided to purchase the spare motor by itself, or why it purchased an entire motor.rather
than a stator. Staff maintains that PGE’s general discussion of the impact of an outage
and its relatively old data on motor failures do not support such a large capital
investment.

Disposition:

We conclude that the $2.2 million investment in the spare reactor coolant pump
motor was not prudent and that the investment will not be allowed in rates. The 1988
studies explored options that are different from the one PGE chose in 1991, so PGE
cannot use those studies to support its 1991 decision. The data from 1986 are too remote
to rely on. Here, as with all issues in a rate case, PGE has the burden of proof, and has
not carried it. ~

S-51: Remove Trojan Power Cost Deferral
S-52: Trojan Plant Income Tax Write-off Revision

PGE’s initial filing included an estimate of the accumulated deferred income
taxes associated with Trojan, including the write-off for tax purposes of the portion of
Trojan that PGE considered to be no longer in service. Accumulated deferred taxes
reduce rate base and give customers the time value of the income tax reductions. Total
Trojan accumulated deferred income tax includes amounts related to several timing
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differences other than the Trojan write-off, including depreciation, decomm1551omng,
retention plan, and other costs.

Staff originally accepted the amounts that PGE included in its filing for deferred
taxes and write-off. In its rebuttal testimony, however, PGE revised the amount of
accumulated deferred taxes for two reasons: to remove deferred taxes associated with
Trojan excess power cost deferrals (Issue S-51) and to reflect a substantially reduced
actual Trojan income tax write-off (Issue S-52).

On Issue S-51, PGE proposes to remove from rate base included in PGE’s
November 1993 filing the accumulated deferred income taxes for Trojan excess
replacement power costs. The November filing incorrectly included $24.4 million of
deferred taxes related to PGE’s UE 85 and UM 594 power cost deferrals in the 1995 and
1996 rate bases. We will address those deferrals in separate dockets. That removal
increases revenue requirement by $3,305,000 in 1995 and $3,337,000 in 1996. Staff
agrees with PGE that these excess accumulated deferred taxes should be removed from-
rate base, and agrees as to the amount of taxes to be removed. We conclude that the
Trojan excess power cost déferrals should be removed from rate base.

Issue S-52 deals with PGE’s November 1993 filing, which forecast a Trojan tax
write-off of $120.5 million. The actual write-off was only $66.6 million, which, PGE
argues, increases the 1995 and 1996 rate base by $21.4 million and $22.3 million,
respectively. According to PGE’s revised calculation, the January 1, 1995, rate base
reduction for accumulated tax deferrals related to a write-off would be $26.2 million, a
$21.0 million change from the $47.2 million in PGE’s initial filing.

Staff agrees that write-off tax deferrals should be revised, but differs with PGE
on the proper amount. Staff challenges two elements of PGE’s revisions. First, PGE’s
figures do not incorporate the effects of a tax write-off associated with the property it
continues to classify as utility plant in service. In the discussion of Issue S-46 (Trojan
Plant Classification) above, we concluded that Trojan assets are no longer used and useful
for providing service, and are thus no longer to be classified as plant in service.
According to staff, PGE’s recommended rate base increases should be reduced by an
initial amount of about $13 million, with appropriate changes for each of the test years.

Second, staff argues that we should use a different reserve for salvage than PGE
does when it calculates the effects of a full tax virite-off. PGE uses $19.3 million, or 20
percent of original cost, to lower the estimated total write-off. In its investment
projections, PGE estimated salvage sales at $3.9 million. We have determined that the
value of salvage sales should be set at $12.7 million (see discussion of Trojan salvage
sales, Issue 5-47 above). Staff proposes to use the same figure, $12.7 million, for both
the reserve for salvage and the value of salvage sales. Staff’s proposed figure is lower
than PGE’s, produces a higher initial deferred tax reserve, and lowers rate base by $2.6
million.
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To summarize the effects of these two proposed changes, PGE supports a
beginning amount of write-off of accumulated deferred taxes of $26.2 million. Staff
proposes a beginning write-off of $41.7 million. $13 million of the difference derives
from whether a full write-off is taken and $2.6 million is associated with the amount of
salvage reserve to be included in estimates.

We previously found that Trojan should no longer be considered plant in service
(Issue S-46). Accordingly, we adopt staff’s position that the revision should incorporate
the effects of a full write-off. We also determined that $12.7 million is the appropriate
figure to use for Trojan salvage sales (Issue S-47). Therefore, we also adopt staff’s
position that $12.7 million is appropriate to use for salvage reserve. These adjustments
increase revenue requirement by $871,000 for 1995 and $1,119,000 for 1996.

S-53: Trojan Intangible Asset Reclassification -

PGE’s November 1993 filing included Trojan Intangible Assets in total rate’
base but did not specifically identify them as Trojan rate base and did not include them in
the “Trojan Only” analysis. Reclassifying them now will make them part of any Trojan
Only analysis and result in a proper matching of Trojan rate base to the Trojan intangible
depreciation expense. This adjustment increases 1995 and 1996 Trojan revenue
requirement by $303,000 and $156,000, but is offset by a matching reduction to non-
Trojan revenue requirement. Staff supports this reclassification. We find that Trojan
intangible assets should be reclassified as PGE proposes.

Trojan Balancing Account -

In the February 27; 1995, stipulation, PGE and staff agree that it is appropriate
to vary the amortization of the Trojan investment to take into account the actual revenue
collected from customers as a result of our decision in this case. Rather than creating a
balancing account, the parties agree that incremental or decremental amortization expense
amounts generated as a result of the stipulation will be accumulated in a Trojan
Investment Recovery Account (TIRA). The TIRA is designed to provide a procedure to
precisely accumulate actual revenue received by PGE as recovery of the Trojan ‘
investment based on amounts authorized in this order.. -

No party opposes the balancing account. We have reviewed this stipulation,
attached as Appendix D, and find it reasonable. We adopt the stipulation in its entirety.

Other Adjustments
Staff and PGE agree on the following adjustments as well:

(1) To correct the nuclear fuel construction work in progress;
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(2) To remove from all staff-proposed Trojan-specific revenue requirement
recommendations and alternatives, all amortization expense, deferred income
tax expense, and deferred investment related to the United States Department of
Energy Decommissioning and Decontamination payment.

(3) To incorporate in the calculation of Trojan deferred income taxes the proper
Schedule M adjustments, including the Trojan materials inadvertently left out of
staff’s Phase II Trojan deferred investment.

After reviewing these matters, we find these adjustments reasonable and
approve them.

Appendix F attached shows the stipulated and unstipulated adjustments to
PGE's original filing, along with their revenue requirement effect for 1995 and 1996.
" Appendix G shows the rate consequences of our decision, broken down by rate class,
without and with the BPA residential exchange credit. Appendix H; attached, shows the
percent of marginal costs attributable to each customer class.

CONCLUSIONS

1. Portland General Electric Company is a public utility subject to the
Commission’s jurisdiction.

2. The Comrmssnon should adopt the stipulations attached as Appendices B, C,
D, and E.

3. Based on the record in this case, Portland General Electric Compariy’s rates
that result from the stipulations and the Commission’s conclusions in the body
of the Order are just and reasonable. :

ORDER
IT IS ORDERED that:

1. The stiphlations attached as Appendices B, C, D, and E are adopted in
their entirety.

2.  The other adjustments the Commission has made in the body of this Order
are adopted.

66 -



ORDERNO. 95=829.

3. PGE may file revised tariffs consistent with the stipulations and the
findings of fact and conclusions in this Order to be effective April 1, 1995.
PGE shall file such tariffs by March 30, 1995, or as soon thereafter as
possible.

MAR 2 9 1395

Made, entered, and effective

/ ﬂ/ ./‘5/, AN 274 v/é{
Ron Eachus v 7lioger Hamilton _
Commissioner . +* Commissioner

Chairman Smith concurs in part and dissents on the following issue:
S-38: Decoupling

I dissent from the Commission’s conclusions and direction to PGE to proceed
with decoupling, for the same reasons I dissented in Order No. 92-1673 (UM 409).

Decoupling was designed to promote energy efficiency and demand-side
management (DSM). It is meant to remove disincentives to a utility’s acquisition of
demand-side resources from the traditional rate of return regulation framework. Order
No. 92-1673 asserts that “[n]o other change in the regulatory system can ensure that we
will move toward the goals of [reducing energy consumption].”

That assertion is even less supportable today than it was at the conclusion of
UM 409. The marketplace has changed and will continue to change dramatically,
requiring traditional regulation to evolve toward a more market-based approach. In the
face of competition in generation and the prospect of comparability in the transmission
system, electric utilities are responding by looking for ways to be and become lowest-cost
providers. '

This need (or perceived need) to be competitive drives inefficiencies out of the
utilities’ systems and produces a new, lower set of price signals. By definition, neither
the customer nor PGE is likely to make uneconomic energy decisions. In the short term,
the effect on DSM programs will be more than “perverse”; it could be close to fatal. That
is, regulators may not have the leverage to require energy efficiency or DSM programs,

W
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because it will be even more difficult for programs to meet cost-effectiveness standards
while remaining price competitive.

Not only will market prices be the controlling factor in customer response
choices, but the inherent inability of traditional regulation to promote DSM will surface
as well. Managing the proposed decoupling mechanism may well prove even more
difficult, costly, and problematic than administering past and current DSM programs. For

~example, the administrative costs may be high, because the tariff will require
“information on monthly revenues, incremental costs, and margin” as well as six-month
reviews. I note that with regard to incentive mechanisms, the SAVE tariff (Schedule
101), which was considered a particularly effective DSM incentive mechanism, bogged
down early in administrative burdens and disputes over measurements. Now the
Commission has no way to require its continuation, and PGE has determined that its
benefits do not outweigh its costs and rate impacts. '

" . As this order issues, the legislature is considering alternatives to traditional rate-
of-return regulation. States are studying how to restructure the electric industry. The
FERC is aggressively promoting comparability in wholesale transmission access and
wheeling. In the West, regions and subregions are forming transmission groups to
manage cooperative arrangements for wheeling power across systems. The federal
marketing agencies face the first real change in how they do business since their
formation.

Decoupling is not consistent with these and other movements toward greater
competition, because decoupling insulates a utility from lost margins that result from lost
retail sales. For example, if PGE should lose a customer to self-generation, decoupling
would restore those lost margins to PGE. I believe these business risks are more
appropriately left with PGE than shifted to the ratepayers through decoupling. PGE is
better situated to manage these risks and compete on price or service quality whenever
necessary. As the market becomes more competitive and firms compete for their share of
energy sales, it does not seem apposite to institute a policy that essentially guarantees the
utility a fixed level of sales and resulting margins. The standard competitive framework
does not guarantee each company a fixed sales level and resulting margins. Rather, the
sales level and profitability of a company is directly related to how well and efficiently
the company satisfies the needs of its customers.

The time for decoupling has passed. The changes in energy markets, the burdens
and difficulty in administration, and PGE’s reluctance all militate against use of this
mechanism to meet the Commission’s goals of promoting energy efficiency. Decoupling
should not be implemented.

Nevertheless, the goal of using energy resources efficiently and wisely remains.
The goal of diversifying the resource base remains. It is just that circumstances have
loosened regulators® grip on traditional levers. We must find other ways of meeting the
need and the challenge. Decoupling is not the solution. The doubts and questions voiced
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in my dissent in Order No. 92-1673 have not been answered. It is time to consider other
forms of regulation more attuned to the evolving energy marketplace. ' /

e s rlh

Joan H. Smith
Chairman

\ th-mil’q'

A party may request Yehearing or reconsideration of this order pursuant to ORS 756 561.
A request for rehearing or reconsideration must be filed with the Commission within 60
days of the date of this order. The request must comply with the requirements of

OAR 860-14-095. A copy of any such request must also be served on each party to the
proceeding as provided by OAR 860-13-070(2)(2). A party may appeal this order toa
court pursuant to ORS 756.580.
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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

UE 88

In the Matter of the Revised
Tariff Schedules for Electric
Service in Oregon Filed by
PORTLAND GENERAL ELECTRIC
COMPANY - Advice No. 93-26

STIPULATION

ECITALS

1. On November 8, 1993, Portland General Electric
Company filed for a general rate change affecting its price
schedules in Advice No. 93-26. Docket UE-88 is the proceeding
for resolution of the issues in Advice No. 93-26.

2. The new price schedules are based on PGE’S
expected revenue reqﬁirement for a two-year test period covering
1995 and 1996. On Noveﬁber 8, 1993, PGE filed testimony,
exhibits, and workpapers in support of its 1995 and 1996 revenue
requirements (the November e}filing).

3. On March 21, 1994, the Staff of the Public Utility
Commissibn of.Oregon (Staff) filed a motion to amend the schedule
and to bifurcate. In this motion, Staff requested that issues
considered by the Commission in the DR 10 proceeding related to
PGE’'s Trojan Nuclear Plant (Trojan) and cost of capital be
considered apart from all other issues. The Hearings Officers
granted the Motion to Bifurcate on May 3, 1994 and established a
schedule for the Trojan-related~issues and cost of capital. For
purposes of this Stipulation, Phase I refers to proceeR‘ngeE'VED
PAGE 1 - STIPULATION
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related to issues other than Trojan and cost of capital, Phase II
refers to the proceedings related to Trojan and cosf of capital.
This stipulation primarily covers Phase I issues.

. 4, Pursuant to the Hearings Officers’ Memorandum and
Ruling of December 15, 1993, the Staff filed for discussion at
the Phase I settlement conferences, a "Staff Issues List" dated
March 25, 1994. The Staff Issues List identified Phase I
adjustments Staff proposed to PGE’'s requested revenue
requirements components for test years 1995 and 1996 as set forth
in the November 8 filing. .

S. On May 10, 1994, PGE filed supplemental testimony
concerﬁing'power cost issues. On May 13, 1994, Staff filed
testimony, exhibits, and workpapers in support of its position
concerning PGE’s 1995 and 1996 Phase I revenue requirements. On _
June 9, 1994, Staff filed supplemental testimony concerning power

cost issues.

TERMS OF STIPULATION

WHEREFORE, ?GE and Staff hereby agree to the following
with respect to PGE’s requested‘revenue requirements, rate
spread, and rate design as set forth in the November 8 filing.
Designations beginning with "S-* are from the March 25, 1994
Staff Issues List.

1. PGE and Staff agree that the revenue sensitive

factors shown in Attachment 1, attached to and made a part of

PAGE 2 - ‘STIPULATION
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this étipulation, should be used in the determination of PGE'’s
required revenues for test years 1995 and 1996. PGE and Staff
further aéree that adjustments to test years’ expenses, including
tax deductible interest, should have related tax effects
calculated using the following effective rates: Federal, 35%;
State, 6.672%; Environmental, 0.12%.

PGE and Staff also agree that a factor of 4.55% should
be applied to all operating expense and tax adjustments to the
November 8 filing data to derive the approprigte revisions ;o the

 working cash rate base allowance.
ions the November 8 filing (S-1 through S-

2. S-1. PGE will decrease its operation and
maintenance (O&M) expenses in 1995 by $299,000 and in 1996 by
.$628,000 and will decrease taxes other than income in 1995 by
$7,000 and-in 1996 by $15,000 to correct an error in the November
8 filing. The November 8 filing mistakenly and inappropriately
- included a double inflation of PGC direct charges to PGE.

3. S-2. PGE deferred the savings from terminating
its membership in EPRI in October 1993 pursuant to Order No. 91-
186. Rather than amortize the savings of $1,715,000 in 1995 and
$1,717,000 in 1996 through Docket UE-88, PGE will file to
amortize them simultaneously with its 1995 SAVE rate éhanges. ' No

revision of November & filing data is required.
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4. S-3. PGE will decrease its requested O&M expenses
in 1995 by $23,000 and in 1996 by $24,000 to remove Category "Cn
advertising mistakenly and inappropriately included in the
November 8 filing.

5. S-4. PGE will decrease its requested O&M expenses
in 1995 by $1,230,000 and in 1996 by $1,488,000 to qorfect an
error in the calculation of cdsts for the retirement savings
plan. PGE inadvertently and inappropriately escalated the
matching fund expense for inflation twice and did not reduce
expense to reflect a tax deduction for stock dividends used to
pay off ESOP debt.

€. s;s. PGE will decrease its requested O&M expenses
in 1995 by $1,497,000 and in 1996 by $160,000 to reducg legal
expenses that were overstated in the November & filing.

7. s-s.. PGE will decrease its requested O&M expenses
in 1995 by $314,000 and in 1996 by $702,000 to reflect a
reduction in the escalation rate of its active health and dental
costs from 15 percent to 12 percent per year.

- B. S-7. PGE will increase its requested other
revenues at current rates in 1995 by $687,090 and in 1996 by
$688,000 to refund to customers the 1990 through 1994 accruals
for carrying costs originally expensed on PGE’'s books but
subsequentiy charged to Trojan and Boardman co-owners. In
addition, PGE will decrease O&M expenses in 1995 by $73,000 and
in 1996 by $71,000 to reflect ongoing charges to'co~owners.

S. S-8. PGE will increase its requested OgM expenses

APPENDIX B
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in 1995 by $1,870,000 and in 1996 by $2,953,000 to correct
service provider costs that the November 8 filing understated
primarily because World Trade Center rent and facility costs were
charged to a deferral account and not allocated to appropriate
expense accounts. The November 8 filing service provider budgets
were also understated because they were preliminary and were not
escalated for,inflation.'

10. S-9. PGE will increase its requested net utility
plant in 1995 by $438,000 and in 1996 by $414,000 to refléct an
inclusion in rate base of tenant improvéments to the conference
rooms in Building 2 of the World Trade Center. These tenant
improvements are consistent with associated revenues included in
the November 8 filing.

11. S-10. ' PGE will increase its requested O&M
expenses in 1995 by $692,000 and in 1996 by $808,000 to include
interest on the Managers‘;and Directors’ Deferred Compensation
.Plan balances that was excluded from the pool of .PGC costs billéd
to PGE per the November 8 filing. ‘ |

- 12. S-11. PéE.will decrease its requested income tax
expense in 1995 by $192,000 and i; 1996 by $608,000 and increase
accumulated deferred income taxes in 1895 by $1,478,000 and in
1996 by $3,483,000 to correct several errors discovered in the

calculation of income taxes included in the November 8 filing.

Adjustments to the November & filing (S-12 ;h;gggh

-44
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13. S-12. PGE will change its requested revenue
requirement elements as shown below to reflect an increase in
antibipated loads resulting from updating PGE’'s load forecast

model with more recent economic data.

1985 1996

Sales to consumers $4,392,000 $1,854,000
Net-variable power costé $2,126,000 . $1,021,000
Distribution operation '

and maintenance $ 260,000 $§ 232,000
Depreciation S 85,000 $ 75,000
Property taxes ) . $ 33,000 $ 29,000
Utility plant . $2,135,000 $1,863,000
Accumulated depreciation é( 85,000) $( 75,000)

The partiesvagree to include an estimate for variable
power costs but do not agree on the amount. This can be
calculated following a final decision in Issue S$-13. The new
load forecast includes the Smurfit displacement loads identified
by Staff. |

| 14. S-13. No agreement has been reached on
appropriéte test years’ variable power costs.

15. S-14. PGE will increase its requested other
operating revenues iﬁ 1985 by $1,574,000 and in 1996 by
$1,609,000 to reflect revenues from NSF/reconnect/field service
fees, temporary connections, billing job profits, and the BPA
irrigétion discount'inadveftently and inappropriately excluded
from the November 8 filing. No agreement has been reached 6n

appropriate revenues from operation of the Energy Resource Centel

PAGE 6 - STIPULATION . . .

APPENDIX B
PAGE 6 OF 22



95-322

(ERC) .

16. S-15. No agreement has been reached on
appropriate test years’ employee wage and salary levels.

17. S-16. PGE will decrease its requested O&M
expenses in 1995 by $3,745,000 and in 1996 by $3,861,000 and
taxes other than income in 1995 by $412,000 and in 1996 by |
$425,000 to reflect removal of some incentive pay. Reductions
equal S0 percent of the Our Teamworks program costs, 75 percent
of the non-officer Annual Césh Incentive (ACI) Program expenses
and 100 percent of the officer ACI Program expenses. .

18. s-15. PGE will decrease its requested O&M
expenses in 1995 by $1,957,000 and in 1996 by $2,046,000 to
remove from the November 8 filing those costs associated with the
supplemental executive retirement program. In addition, PGE will
increase rate base in 1995 Sy $1,200,000 and in 1996 by
$2,389,000 to reflect reduced accumulated unfunded liabilities
for which customefs have paid.

19. S-18. PGE will decrease its requested O&M
expenses.in 1995 by $1,845,000 and in 1996 by $2,172,000 and
increase rate base in 1995 by $477,000 and in 1996 by $542,000 to
remove from the November 8 filing all elements associated with
the managers’ deferred compensation program.

20. S-19. PGE will decrease its requested O&M
expenses in 1995 by $204,000 and in 1996 by $194,000 to remove
from the November 8 filing all costs associated with the

directors’ deferred compensation and pension plans.
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21. S-20. PGE will decrease its requested O&M
expenses in 1995 by $314,000 and in 1996 by $748,000 to reflect a
reduction from the November 8 filing of costs associated with
medical/dental insurance. The change results from a reduction in
the annual escalation factor from 12 percent to 7 percent. 1In
addition, rate base will decrease by $65,000 in 1995 and $276,000
in 1996 to reflect the related capitalized medical costs’ impact
on utility plant in service.

22. S-21. PGE'’s November 8 filing includes O&M
expenses associated with membership in the Eléctric Power
Research Institute (EPRI). The parties agree that $1.782 million
for 1995 and $1.879 million for 1996, in expenses related to EPRI
membership may be included in rates subject to the conditions
outlined below. |

PGE plans to rejoin EPRI on January 1, 1995, if EPRI
revises its fee structure to allow varying levels of
participation and targeted research. If PGE does not rejoin EPRI
on January 1, 1995, because EPRI does not revise its fee
structure or for some other reasdn, or if the annual EPRI
expenses are less than the amounts specified above, PGE will
defer for refund to customers the revenues associated with the
EPRI-related expensés included in UE 88, except for revenues
associated with such amounts as PGE demonstrates it has spent

- pursuant to the following criteria:

PAGE 8 - STIPULATION

APPENDIX B
PAGE 8 OF 22



95-322.

A. The expenditure is for outside services or
materials only. No PGE labor or overheads will be
included.

B. The requesting department shows that the
éxpenditure for outside services or materials.is
incremental to amounts budgeted for such items in
the test period.

C. The requesting department demonstrates that the
cost incurred is a direct result of not beiﬁg a
member of EPRI; i.e., the project or research was
previously an EPRI project or EPRI provided
similar research or support. ‘

D. The requesting department prepares a statement on
the need for the research expenditure and the
desifed result. Only expenditures related to
.distinct and tangible research activities will be
accepted. Expenditures related to other more
general activities, including, but not limited to,
strategic planning, performance meésurement,

.reporting»processes, corporate strategy,
budgeting, and forecasting are not acceptable.

The decision as to what qualifies as an acceptable

expenditure in this regard will reside solely with the Commission

and its staff.
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No later than March 1 of 1996 and 1997, the Company
will submit a report.as to the expenses it believes qualify for
treatment under this Stipulation for the preceding year. Any
amounts falling short of the annual sums specified above will be
deferred, as of year end, for future disposition by the
Commission. Interest on deferrals will accrue at the authorized
rate of return in UE 88 with one-half yedrs' interest added to
each vintage year’s initial accrual.

This procedure will continue until the Commissipn
issues a rate order in the general rate proceeding immediately
subsequent to UE 88.

23. S-22. PGE will decrease its requested O&M
expenses in 1995 by $1,073,000 and in 1996 by $1,594,000 to
reflect the application of WEFA Fourth Quarter inflatioh
- forecasts to PGE’s operation and,maintenaﬁce expenses in place of
the WEFA June inflation forecasts used in the November 8 filing.

24. 8S-23. PGE will decrease its reqﬁested oM
expenses in 1995 by $103,000 and in 1996 by $108,000 to remove
from the November 8 filing certain non-labor expenses forecasted
in the Customer Accounting area.

25. S-24. PGE will decrease its requested O&Y
expenses in 1995 by $278,000 and in 1996 by $286,000 and taxes
other than income in 1995 by $15,000 and in 1996 by $16,000 to
remove from the November 8 filing expenses associated with its

Community Development program.
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26. 8-25. PGE will decrease its requested O&M
expenses in 1995 by $203,000 and in 1996 by $212,000 and taxes
other than income in 1995 by $15,000 and in 1996 by $16,000 to
reduce the forecasted cost of PGE’'s market information function.

27. S-26. For 1995, PGE will decrease its requested
net utility plant $687,000. For 1996, PGE will decrease its
requeste& net utility plant by §7,421,000 , O&M expense by
$700,000, and amortization expense by $2,562,000 to reflect a
reduction in the forecasted rate base for the CS/2 customer
information system, an on-line date of July 1, 1996, rather thah
January 1 as forecast in the Novgmher 8 filing, amortization over
ten years rather than five years, and a forecast decrease in
operation and maintenance costs following implementation of CS/2.
As éGE receives revenue from the sale of CS/2 to other utilities,
it will credit 91.2 percent to.the unamortized balance of CS/2
-and 8.8 percent to other income and deductions.

28. §8-27 through S-30. No agreement has been reached
on appropriate test years’ category A advertising.-power smart
expenses, HVER program expense or Energy Resource Center (ERC)
éxpenses.

29. 8-31. BPGE will revise its requested revenue
réquirement elements as follows to include a forecast of energy

efficiency investment ang savings in each year in base prices,
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rather than Schedule 103 as proposed by PGE.

1995 1996
Sales to consumers $(4,086,000) $(12,226,000)
Other operating revenues S 254,000 S 244,000
Net variable power costs $(4,059,000) $( 8,576,000)
Other operation and
maintenance $ 1,160,000 $ 3,128,000

Energy efficiency investment $19,916,000 $ 47,856,000

The parties support continued use of an energy
efficiency investment true-up mechanism, such as presently exists
in Schedule 101, and agree that such mechanism is appropriate to
implement a change in the overall énergy efficiency amo;;ization
period, should PGE propose such and the Commission apprdQe that
proposal. The partiés agree to include an estimate for variable
power costs but do not agree on the amount. This can be
calculated following a final decision on Issue S$-13. |

30. S-32 and S-33. No agreement has been reached on
appropriaﬁe test years’ Portland General Corporation allocations
or equity issuance cost treatment.

31. S-34. PGE will decrease its requested taxes other
than income in 1995 by $19,000 and in 1996 by $379,000 to reflect
a forecast effective payroll tax rate of 11 percent in both test
years.” In addition, PGE will reduce its reguested rate base
element for utility plant in service by $4,000 in 1995 and by

$81,000 in 1996 to reflect reduced capitalized payroll taxes.
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32. S8-35. The parties will address the tax effect ot
any change in PGE’'s rate of réturn ffom the November 8 filing in
the next phase of the case.

33. S-36. PGE will decrease its requested non- fuel -
materials and supplies investment in 1995 by $553,000 and in 1996
by $1,089,000 to reflect the application of WEFA Fourth Quarter
inflation forecasts to PGE's materials and supplies rate base
balances in placé of the WEFA June inflation forecasts used in
the November 8 filing. ' ’

34. S8-37.. PGE will withdraw proposed Scheduie 107.
PGE will reduce requested amortization credits in 1995 by
$36,707,000 and in 1996 by $36,417,000. PGE will also increase
the Boardman gain rate base credit in 1995 by $18,354,000 and in
1996 by $54,916,000 as well as increase accuriulated deferred
income taxeé in 1995 by $7,233,000 and in 1996 by $22,149,000.

35. 8-38. No agreement has been reached on
appropriate incremental power cost calculationé for the
decoupling mechanism.

+36. S£-39. PGE will use the weather-normalization
coefficients used in the Docket UE-88 load forecast to weather-
adjust actual revenues during the decoupling period. The monthly
weather-adjusted ®“actual" sales (WAAS) for the decoupling period
will be calculated using the sales model developed by PGE. The
weather-adjustment process is implemented by running the sales
model at "actual*® weather conditions and at "normal" weather

conditions. The difference between these two model runs yields
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the *weather-adjustment® guantities. For example, during the
heating season colder weather would result in kWh quantities
being subtracted from actual or recorded sales and warmer weather
would lead to kWh quantities bging added to actual sales, all
else being equal. The "normal®* weather values are defined as
averages over the most recent 30 fear period. The weather
coéfficients are specified in Attachment 2.

37. S-40. PGE and Staff will use their best efforts
to obtain appropriate treatment of decoupling adjustments by the
Bonneville Power Administration (BPA) in thé determination of
average system cosé for purposes of the Residential Exchange
Program. Regardless of the treatment adopted by BPA, however,
PGE will pass through to residential and farm customers all
Residentiai Exchange Program benefits actually recéived,.no less
and no more.

38. 8S-41. No agreement has been reached on
appropriate corrections to PGE'’'s marginal cost study and -
appropriate rate spread policy.

- 39. 8442.. As a result of withdrawing proposed
Schedules 103 (Issue S-31) and 107 (Issue S-37), PGE will include
1995/199€ energy efficiency costs and refund of the Boérdman gain
in overall revenue réquirements for rate spread purposes.

40. 'S-43. The reveﬁue adjustment of $540,000 per year
for an interruptible service tariff will be included only under

the following conditions:
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1. PGE files a tariff for interruptible service
by August 1, 1994, with a copy to all UE-88 parties.

2. PGE demonstrates in its filing or during
subsequent review,of‘thg filing -that a) all customers
will benefit from the dffer of interruptible service,
and b) the offer will reduce net revenues by at least
$540,000 a year. The net revenue estimate must
recognize new sales (not just the shift of existing
sales from firm to interruptiblé~service) and cost
savings to the company. .

3. The Commission decides before October 1, 1994
to allow the tariff for interxruptible service to go
into effect;

' The increase in expected annual displacement sales to
Smurfit to 30,000 mWh is recognized in the load forecast
- adjustment (Issue S-12).

41. S-44. With the exception of proposed schedules
103, 107, and the increase to the customer charge on Schedule 7,
PGE will implement its proposed overall rate design described in
PGE Exhibit 800. Minor deviations from PGE’'s proposed rate
design ﬁay.be necessary to achieve a smooth transition between
rate schedules. 1In addition; in implementing the demand charge
changes on Schedules 31/32, 82/83, and 89, PGE may'prdpose to
phase-in the change, provided that this is done without affecting
the overall rate spread between classes and is revenue ﬁeutral.

Furthermore, the shifts from energy to demand will be limited,
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however, so that energy charges for any affected schedule remain
at or above the marginal cost of energy.
The residential customer charge will be set based on

the revenue increase allocated to Schedule 7 as follows:

Schedule 7 Increasex* Customer Charge
Less than $S million ‘ $5.00
$5 to $10 million $5.50
Over $10 million ~ $6.00

* Based on a two year test period. For a one-year
" test period, the allocated increase values should
be halved. )

The energy charges for the two blocks of Schedule 7
will then be adjusted on an equal percentage basis to achieve the
total allocate§ revenue.requirement, except that the t&dilblock
rate will not be reduced if there is an overall increase.

42. Staff and PGE agree that a change in accounting
method whereby depreciation is simplified for the specific PGE
general plant accounts listed below is appropriate.

- 39100 - Office furniture and equipment

- 39102 - Computer and office equipment (excludes

mainframe)

- 39300 - Stores equipment

- 39400 - Tools, shop, and garage equipment

- 39706 - Cellular phones, mobile phbnes, and pagers
- 39800 - Miscellaneous equipment .

Under the revised accounting method, records will no
longer be maintained at the individual retirement unit level.

-
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Instead, the Continuing Proberty Record will be maintained at a
vintage level with the entire vintage retired from the record
upon reaching the authorized depreciable life.

These accounts comprise a small percentage (1.7%) of
total net plant investment, are relatively inexpensive, and are
considered portable and are frequently relocated. Because of
their size and mobility they are very difficult to track and
maintain valid location, retirement, and transfer records. The
Commission has previously‘approved this method for WAShing;on
Water Power.

The undeprebiated cost of pre-199S assets will be
depreciated over the remaining depreciation lives approved in’
UM-541, and then retired from plant in-service in total along
with associated depreciation reserve amounts. The depreciation .
expense té be implemented with a UE-88 general rate case order
.will be calculated using a whole-life equivalent depreciation
rate. The broad group depreciation rates will assume no
retirement dispersion. Depreciation of post-1994 assets Qill
begin the month after the job is closed to plant in-service. The
depreciation reserve will be maintained by vintage, and
depreciation in the year of retirement will be calédiated by
subtracting the depreciation-reserve balance from the wvintage
plant in-service balance.

Ongoing review and future revisions of the depreciation
lives and salvage rates will continue to be authorized by the |

Commission based on input from Staff and the Company. The
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Company will provide information to support any potential change
to the stipulated depreciation lives and salvage rates as part of
future depreciation studies. Such support will be the best
available information from such sources as engineering estimates,
tax lives, and/or industry surveys.

"This change in accounting method will not precipitate a
change in PGE’s revenue requirement. The only differences
bethen,the two methodologies is that the revised method will
simplify the process of tracking and reporting net asset Yaiues
and will create a change in the way retirements are recorded
during the asset éervice lives.

43. PGE égrees to withdraw its application for
deferred accounting docketed UM-444 coincident with a Commission
order in this proceeding authorizing full recovery of and on the
Trojan steam generator analysis, plugging, and sleeving costs
referenced in Commission Order 92-1062.and PGE’s UM-494 request
for an accounting order. '

44. Staff and PGE agree that these stipulations are
reasonable under the standards and perspectives usuaily applied
in a general rate proceeding.

. 45. Staff and PGE have entered into these stipulations
in good faith. Cost recovery considerations associated with the
Trojan Nuclear Plant, thever, particularly with respect to the
issues raised in Commission Order No. 93-1117, will lead to
further assessment of the Trojan and cost of.caﬁital elements of
PGE’s required revenues. Should Staff propose adjustments to
PAGE 18 - STIPULATION
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PGE's 1995 and/or 1996 revenue requirements in Phase II of Docket
UE-88, none of the items stipulated above will prevent PGE from
presenting any evidence in rebuttal to issues raised by Staff in
Phase II it deems necessary.

Furﬁhermore, if Staff or PGE'proposes changes in the
revenue requirements for any of the items covered by this
Stipulation which are inconsistent with the terms of the
Stipulation during the Phase II proceeding, both Staff and PGE
reserve the right to be released from the terms of any or all
elements of this Stipulation.

Nevertheless, it is the intent 6£ the parties, unless
either exercises the release option previously described, that
Phase I stipulations remain in effect should the Commission
reject further adjustments Staff may propose in Phase II of
Docket UE-88.

If the Commission rejects any part of this Stipulation,
the stipulatiﬁg parties may withdraw from the whole Stipulatioh
unless the parties agree to the modification. To the extent any
party proposes changes that are inconsistent with the terms of
One or more iséues in this Stipulation, such changes shall not
disturb any other issues addressed in the Stipulation. T6 the
extent the Stipulation is partially modified or withdrawn,
neither the Stipulation nor any information obtained in
settlement discussions may be used as evidence against any party.

46. This Stipulétion shall be entered in the record in

Phase I of this proceeding as evidence pursuant to OAR 860-14-

PAGE 19 - STIPULATION
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085(1). PGE and Staff agree that all of the testimony filed in o
Phase I of this docket shall be entered in the record of

proceeding. The parties agree to waive cross-examipation of tpe
other parties’ testimony on items included in this Stipulation.

If any issue covered by this Stipulatioﬁ is challenged by someone

not a party to this Stipulation, then the parties agree to

support and argue in good faith for the Commission’s approval of

all of the provisions of this Stipulation.

47. Staff and PGE have executed this Stipulation to
resolve identified issues in Phase I of this proceeding. Neither
Staff nor PGE shall be deemed to. have agreed that this
Stipulation is appfbp;iate for resolving issues in any other
proceeding except for Docket UM-444 (see item 43 above). Neither
Staff nor PGE shall be deemed to have accepted or consented to )
the principles, methods or theories employed in arriving at ﬁhis

Stipulation.

ad Py |
EXECUTED this day of , /< . 1994.
/

ol Ao

faul A. Graham
Attorney for the Staff of the
Oregon Public Utility Commission

\

Randall W. Childress
Attorney for
Portland General Electric Company

w/! \
0 » .
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Revenues 1.00000
O&M - Uncollectibles/Adverl.OPUC* 0.00555
Other Taxes-Franchise 0.02100°
Short-Term Interest 0.00000
Other Taxes 0.00000
State Taxable Income 0.97345

State Income Tax @ 6.672%"

Federa! Taxable Incoms

Federal Income Tax @ 35%
fTc
Current FIT

ITC Adjustment/Env. Tax

Total Income Taxes

Total Revenue Senstitive Costs

Utility Operating Income
Net-to-Gross Factor

0.90850

0.317¢8
_0.00000

[ 1.69654)

95-3

22.

Attachment 1

* Uncollectible Rale
Advertising Allow.
OPUC Fee

Tota!

** State Income Tax
Montana (.0675°.050008)
Oregon (.0660°.959764)

Total

APPENDIX B
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0.00230
0.00125

0.00200
0.00585

0.00338
0.06334
0.06672
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PGE Wenther Adjustment Model (WAM) Weather Varisbles Coefficients

RS

Wintee Months Spring Months Swing Months Summer Months Cooling Degree Wind Speed Minutes of

Tempersture¥ Tempersture Temperature Temperature Deys (@75°F) Sunshine
Single-Family Hest 824,49 712.51 8.7 «11.96 '3.96 17.76 -0.0059
Single-Family NonHeat -139.03 -132.58 -2.67 1.52 6.26 <0.0026
Muhi-Family Hest £60.43 -546.37 -19.38 - 9.56 1.87 12,04 <0.0024
Muhi-Family NonHest -107.08 -97.65 -1.60 ° 112 3.47 20.0017
Mobile Home Heat -868.3$ £94.65 -26.59 -12.32 4.5 21.28 -0.0080
Mobile Home NonHest -41.%3 -29.7 -11.03 2.8) 13.20 <0.0060
Other Residentiel «1401.34 -1281.34 -37.19 4.61 18.26 -0.0021

AU . foa, =
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e

COMMERGIAL SECTOR EQUATIONS

LG

BT

SRR

e

11 squase ook of tampemanse

Wintee Momnths Spring Months Swing Monthe Cooling Degree
Heating Degree Hesting Degree Hesting Degree Days (@65
Days (@65°F) Days (@85°F) Days (@65°F)
Trans., Comm. & Utitity 1.74 7.04 17.88
Department Stores Mally 9.92 5.84 1791
Food Stores 2.29 11.36
Restaurants 5.07 3.64 18.58
Other Trade 15.51 14.84 nn
Fin., Ins, Real £t & Offices 19.69 1532 24.28
Lodging 6.79 6.50 2.66 $.22
Il oher Services 2.4 1.0 49 2.9
|r Heelth Services 8.49 265 16.74
" Government & Education 20.96 17.45 22,68
“ Miscellancous Commuﬂ- 14.46 l4.21___ 19 5.4 __ _
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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON
UE B8

In the Matter of the Revised
Tariff ‘Schedules for Electric
Service in Oregon Filed by
PORTLAND GENERAL ELECTRIC
COMPANY - Advice No. $3-26

STIPULATION
SUPPLEMENT #1

1. On Rovember 8, 1593, Portland General Electric
Company filed for a general rate change affecting its price
schedules in Advice No. $3-26. Docket UE-88 ig the proceeding
for resolution of the issues in Advice Ro. 93-26.

2. 'The new price schedules are based on PGE's
expected revenue requirement for a two-year test period covering
1995 and 1996. On November 8, 1893, PGE filed testimony,
exhibits, and workpapere in support of its 1595 and 1996 revenue
requirements (the November 8 £iling) .

3. On March 21, 1994, the Staff of the Public Utility
cOmmisséon of Oregon (Staff) filed a motion to amend the schedule
and to bifurcate. In this'motion. Staff requested that issues
considered by the Commission in the DR 10 proceeding related to
PGE's Trojan Nuclear Plant (Trojan) and cost of capital be
considered apart from all qther issues. "The Hearings Officers
granted the Motion to Bifurcate on May 3, 1994 and established a
schedule for the Trojan-related issues and cost of capital. For
purposes of this Stipulation, Phase I refers to procéedings

related to issues other than Trojan and cost of capital, Phase II

Aﬂqagﬁg‘c 1
PAGE I OF 17
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refers to the proceedings related to Trojan and cost of capital.
This stipulation primarily covers Phase I issues.
‘ 4. Pursuant to the Hearings Officers’ Memorandum and
Ruling of December 15, 1593, the Staff filed for discussion at
the Phase I settlement conferences, a "Staff Issues List* dated
March 25, 1994. The Staff Issues List identified Phase I
adjustments Staff proposed to PGE’S requested revenue
requirements components for test years 1995 and 1996 as set forth
in the November 8 filing. |

S. On July 1, 1994 PGE filed testimony and exhibite
(the'July 1 Rebuttal) responding to certain issues raised by
Staff and other parties.

6. Algo on July 1, 1994, PGE and Staff filed a )
Stipulation describing agreement between them on numerous
revenue, expense, and rate base iesues idenﬁified in the Staff

Issues List.

<

TERNS OF STIPULATION

WHEREFORE,_PGE and Staff hereby agree to cﬁe following
issues in addition to those covered in the July 1 Stipulation.
Designations beginning with *S-* are from the March 25, 1984 |
Staff Issues List.

1. §-14. PGE will increase its reqﬁeeted other

operating revenues in 1995 by $75,000 and in 1996 by §75,000 to

Page - 2
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reflect revenues from seminars and conferences it may offer
through its Energy Resource Center (ERC) .

| 2. 8-27. PGE will decrease its operation and
maintenance (0&M) expenses in 1995 by $105,790 and in 19%6 by
$373,578 to remove from the November 8 filing certain Category
*A* advertising expehaes. These amounte are not subject to
further adjustment for any change in the am&ﬁnt of advertising
set as preeumptivelf reaﬁonable by operation of the formula in
OAR B60-26-022(3) (a) on final revenues establighed in this
Docket. ‘

3. S-28. PGE will decrease its O&M expenses in 1995
by §107,619 and in 1996 by $112,075 to remove from the November 8
£1ling certain expenses associated with the non-advertising costs
of PGE’s Power Smart program.

4. S-30. PGE will decrease its O&M expenses in 1985
by $211,106 and in 1996 by $211,106 to remove from the November 8
filing the lease costs associated with the Tualatin ERC
facility.

5. 8;33. Staff and PGE agree to stipulate into the
record in this proceeding the nine pages attached to this '
Stipulation Supplement 1 as Attachment 1.

6. PGE will withdraw from its July 1 Rebuttal PGE
Exhibit 1316 in total and from PGE Exhibit 1500 the sentences on
page 22, lines 15 through 17, beéinning with the words "Exhibit
1316 describes . . . .* 1In addition, PGE will revise PGE Exhibit

Page - 3 APPENDIX C
PAGE 3 OF 17
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1300, page 22, line 18 to replace the word "results*® with the
word *test*. .

7. PGB and Staff agree that PGE may add to PGE
Exhibit 1302 the pages attached to this Stipulation Supplement 1
as Attachments 2 and 3 and ﬁay revise PGE Exhibit 1300, page 6,
lines 2 through 3 to replace the sentence "PGE Exhibit 1302
contains several ads produced by Alberta Power on various
electrical applications that increage the use of electricity"
with the sentence "PGE Exhibit 1302 contains several ads produced
by Canadian utilicties on various electrical applications, some of
which increase the use of electricity.®

8. Staff and PGE agree that, if the Commiseion

impiements the decoupling mechaniesm proposed in this docket for
PGE, that mechaniem Qill not take effect until, and PGE will not
calculate the decoupling adjustment for any months prior to, the
effective date of tariffes in this proceeding. Regardless of the
effective date of cye tariffs, and thus the decouplihg mechanism,
PGE will maintain the decoupling periods and filing schedule
contemplated by the mechaniem. Accordingly, PGE‘s first
decoupling filing would occur August 1, 1995, for the period from
the effective date of the tariffs through June 30, 1995. If the
amount of any decoupling adjustment is small, PGE may defer the
adjustment to its next decoupling filing. Staff and PGE further
agree that, with respect to the calculations of revenue under the
UE 88 tariffs needed for purposes of amortization of deferred
Page --4
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power costs for the period January 1, 1995 through March 31,
1995, such revenues shall be calculated without weather-
adjustment and without the effects of the decoupling mechanism.

9. Staff and PGE agree that this stipulation is
reasonable under the standards and perspectives usually applied
in a general rate proceeding.

10. Staff and PGE have entered into these stipulations
in good faith. Cost recovery considerations associated with the
Trojan Nuclear Plant, however, particularly with respect to the
issuee raised in Comﬁiasion Order No. 93-1117, will lead to
further assessment of the Trojan And cost of capital elements of
PGE’s regquired revenues. Should Staff ﬁrOpoae adjustments to
PGE’s 1995 and/or 1996 revenue requirements in Phase II of Docket
UE-88, none of the items stipulated above will prevent PGE {rom
preseﬁting any evidence‘in rebuttal to issues raised by Staff in
Phase II it deems necessary.

Furthermore, if Staff or PGE proposes changes in thé
revenue requirements for any of the items covered by this
Stipulation which are inconsistent with the terms of the
Stipulation during the Phase II proceeding, both Staff and PGE
reserve the right to be released from the terms of any or all
elements of this Stipulation.

Nevertheless, it is the intent of the parties, uuiees
either exercises the release option previously described, . that
Phase I stipulations remain in effect shpuld the Commis;ion

Page - § APPENDIX C
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reject further adjustmente Staff may propoese in Phase Il of
Docket UE-88.

If the Commission rejects any part of this Stipulation,
the stipﬁlatiug parties'may withdraw from the whole.Scipulation
unless the pérties agree to the modification. To the extent any
party proposes changes that are inconsistent with the terms of
one or more issues in thié 8tipu1étion. such changes shall not
disturb any other issues addressed ;n the Stipulation. To the
extent the Stipulation is partially modified or withdrawn,
neither the Stipulation nor any information obtained in
settlement discussiéns may be used ag evidence against any party.

11. This Stipulation shall be entered in the record in
Phase I of this proceeding as evidence purguant to OAR 860-14-
085(1) . PGE and Staff agree that all of the testimony filed in
Phase I of this docket shall be entered in the record of |
proceeding. If any issue covered by this Stipulation is
challenged by someone not a party to this Stipulation, then the.
parties agree to support and argue in good faith for the
Commission’s approval of all of the provisions of this
Stipulation. ‘ .

12. sStaff and PGE have executed this Stipulation to ‘
resolve ldentified igsues in Phase I of this proceeding. Neither
Stéff nor PGE ghall be deemed to have agreed that this
Stipulation ie appropriate for resolving issues in any other

proceeding. Neither Staff nor PGE shall be deemed to have

Page - 6 : APPENDIX C
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accepted or consented to the principles, methods or theorics
employed in arriving at this Stipulation.

EXECUTED this [ﬁA’day of July, 15S4.

4?@/&%fcj;\ .

Michael T. Weirich
Attorney for the Staff of the
Oregon Public Utility Commiseion

. ~ Melinda Horg@(’
Attorney for

Portland General Electric Company

Page - 7
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TO: Jenics Fulker . May 22, 1990
Oregon Public Lhility Cormmission
FROM: Warren Winter, PGE
Mznager - Economic Regulation
- PORTLAND GENERAL ELECTRIC COMPANY

: GENERAL FILING UE-79 :
PGE RESPONSE TO OPUC Staff Dats Requests No. 60

st 60-1

When does PGE expect to achieve ¢ capital structure containing 46 percent common equity,
as recommended. by Warren Winter on page SO of PGE's Exhibit 3D? Pravide all
workpapers demonstrating the achievement of the recommended capital strucivre.
Response

PGE expects 10 achieve a copital strucrure containing 46 percent common equity by year
end 1993, Attached Is a spreadsheet deteiling the common equity farecast for veer end 1991
10 1993, The analysis assumes the following: (1) year end 1991 velucs are based upon the
PGE {utecust provided in respanse to OPUC Data Request No. 28; (2) annual carnings on
comiznon equity are conservatively based on prior year end eammon equity as opposed 10
on average; (3) capital expenditures are 100 pereent internally funded (which is consistent
with PGE's firancial strategy); (4) pereentage of utility capital is based on 1991 general
filing ratio of ratebasc to total capital; (5) utility ROE remains consiant at i3.5 percent; (6)
nyn-utility ROE Is based on the eamings power of the WNP3 exchange contraet; (7) debt
Temuins constant; (8) preferred is reduced at the rate of S1.8 million o year; and (9) the
annual dividend renains consiant at $120 per share,

APPERDIX ¢
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PGE Exhibiy 3D
- Witness: WARREN WINTER / Page So

1 A Exhibit 3D-10, Cost of Preferred Stock, shows the amount and the effecdve cost of he .
Company's outsunding preferred stock for tbe test period. Preferred stock is shown by
issue. No ucw'issucs sre projected through the 1991 test year. The calaulation of he
cutstanding l:iz!zn'cg. Isbasedon z lz»monih tverage of the average amounts outstanding
during the test pesiod. The effectve rates represent the internal rate of rerarn of the cush
fiows associated- with each preferred issue, ‘A.II preferred stock issues, except for the

SR NV O G Y

82759 Series and the £.10% series are perpetual! Issues. The tor! cost of the preierred
8  issues during the test period fs 6.632%.
§ Commen Eulty Cast
10 Q. What §s PGE's amount and cost for common equity?
11 A Theamount of wverage commoz equlty for the 1991 test year ks based op 8 terget of 46%
12 oftoul apinliraden. The roarket-required seturn on commes equity is discussed in the
1B testimomy of Mr. Lyman. '
14 Q. Plesse explain why PGE has adopted 1 46 percent common equlity tarpet
15 A Thc everage commos cquity Jevel for “A-razed electrc udlides is currently 43 to 45z of
16 1ol capinalization. Kow:v::.. there is 2 wide spread sbout this average which recognizes -

17 unique company cbasacteristies of circumstances. PGE's earnings arc subjeet to bigher
18 volzglity than the average A-rated utility, Asa result we bave decided that PGE sbould
15 _be oo we higher ead of the average equlty capitalizadon ia order To maintzis & sound

20 Arsadng. AD A-tating is dmponiant becsuse e gives us acezss 10 debt.capitsl 31 s Jowes
21. cosL ) . )

2 Q. Wiy are PGE's earnings subject to higher volatility?

23 A PGE's camings ere more volatde due 10 lis cperating characieristics. Under normal
24 circumstances, we hive very low variable power costs for a large pardon of our energy
3 beczuse of the large bydro base and fow cost of nucleas fuel These bencGis of normal

1991 PGE GENERAL FILING - DIRECT TESTIMONY
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Atachment §
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e PGE Iixhibh 3D
-Witness: .WA.RREN WINTER / Page St

opersdons arc pussed 1o customers. Without a power cost edjustment mechenism,
disruptions 10 these Jow cost supplics can cause us 10 incur a bigher cost for generatng or
‘wﬁng replacement power fram ¢oa! and gas fired plants. We pay for these higher costs

by reducing retined earnings. Furthermore, assuming crideal water capditions in 1991,

we do not project an excess of PGE resources over PGE load for the test year, In the
absence of 3 power €on adjustment mechaniem, the patential of critieal water increases
PGE's finandial sk .

" What sieps is the Company takdng to reach the 46% equity devel?

PGE's common equity &t December 31, 1985, afier the $89 million reduction for the
esublishmert of 8 seserve (largely for coptesied issues aurrently before the courn), was
405 In order 1o sestore PGE's earnlngs ﬁowcr end isoprove its debt coverage rutos’,
Portand General Corporation bas reduce its annusl common dividend from $196 per
shire 10 5120, In addidon, PGE mey notpay s dividend to PGC before the fount quarer
of 1990. These two actons will azcalerate the tesioration of retained eamnings &t PGE and,
tbus..eommon equity. _By the end of 1991, i cosfunction with the revenue increase
rcqucswﬁ acd dividend management to PGC. PGE will achieve @ comnmon equity
percentage of between 44 asd 46%. '

Ras PCE bean uéulated based on a target commen equity capltalization structure In the
past? ' '

In cfecs, yes - In past cases, our actus! sgucture was pot Sufficiently different from the
desired urget that iz was an issue. In effect, we were regulated based on a target caplal
srucare.  Our goa! is 10 close the gap berween acrual and desired common equity
cplulindon as rpidly as & pracdaal In this cse, we ate Eling with a “normalized”

¢ Coverage agos are imponant {ndicators used by ercdit analysts and rauog agencies 10

25  assess our financial bealth and abdity to meet debt interest and preferred dividend obligatons.
1991 PGE GENERAL FILING - DIRECT TESTIMONY - *
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) PGE Exhioit 3D

. Witness: WARREN WINTER / Papge S2

. c2pizal sucture. We bave and are taking some sTong sieps 10 restore the ﬁnanda'l health

2 of the Company.

3 Cormposte Cost of Caplral

4 Q. Please explain Exhibit 3D-11 showing the composite cost of espleal.

S A Exkfblt 3D-13, Compasite Cost of CapiuL:shm the clauladon of cost of apital for

6 PGE during the. test period. The dverage amount aad cosus of long-term debr 2nd

7 preferred stock were taken from Exhibins 3D-9 and 3D-10, respecuvely. Tbe average

8 common nock equity balance grsumes the tarpeted 46% of wral capitalizadon target end

] a markel-required return o2 common equity of 13.56. Tie resuluing cost of capital for
10 the test period Is 11.059%. '

.
s

1991 PGE GENERAL FILING - DIRECT TESTIMONY
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Siipulation Bugylemcet 1

PGE Exhibit 2
: 2-2D
3-38 .-
4~4E
5-5C
6-65
7-7B
8-8E

o

PN
-

BEFORE TEE PUBLIC UTILITY COMMISSIORER
OF TEE STATE. OF OREGON

PORTLAND GENERAL ELECTRIC COMPANY

Testimony znd Exhibits of

Charles L. Heinrich
Werren B. Winter
Charles E. Allcock
Larry A. Soderguist
N, Richard ¥ing
Janes N. Woedcock
Robert P. HeCullough
James B, Baggenstos

Jenuary 10, 1987
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PGF Ezhibit 6

Witness: J. N. Wooudcock

fourth guarter of 1983 and preferred stock in the first or
second quarter of 1984. The ;iming ané amount of these
equity issues wil) depend on construction expendit&:d:,
financial markets, and, in the cagse of common stock, the
retio of market velue to boof velue,

What other financing options are unde: considerztion?

In 1981, the campany financed its share of the Colstrip
ptoyect‘s pollutxon control equ;pmen: by issuing

§80 million of 3-year pollution control bonds. These bonds
nust be refinaﬁced on a2 long-term basis. We will consider
this refinancing if market conditions permit.

Does the timing ang amount of rate relief received in 1983
affect the Company's financial picture?

Yes. Interim rate relief would have & positive effect on
PGE's financial picture, including increzsed cesh flow and
earnings. 1Increased earnings could zesuli'in & bigher
market price for the Company's cémmon stock. If this were

to happen, the planned common stock sale vould improve the

. comnon eqQuity ratio with the issuance of less shares.

Delay in rate reiief may require additionsl externszl
financing. <These funds most likely woulé be obtained from
our short-term credit agreements under vwhich ve presently
have & total of $160 million avaiiable.

Hould you please discuss the Trojan fuel financing and benk

. tredit &greements.

The Trojzn fuel agreement was arranged primarily becavse

APPENDIX C
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ya Wipulston Suppicment §
4 Attactment | .
/S Pacd oy * PGE Exhibit 8
7 _ Witness: J. H. Baygenstrs

%+ Exhibit BB, Cost of lLong-Term Debt Capitel, §hous the

1
2 " amount and'effect$ve cost 0f the Company's long-term debt
3 . capitel for the test petiod._ This exhibit includes the
4 Cqmpany's Bank Credit Agreement {commercizal paper); Trojan
5 trust notes, &nd the bond issues projected in the Company}s
6 test petiéd financing plan. The average amounts
7 outstanding pave been ctlculated usinc 2 l2-month average
8 of the average amounta‘outstanding each month. . The cost of
g éach issue is determined by multiplying the amousnt
10 ocutstanding each period'by the effective interest rate for
'11 ezch bond issue. The total test perfod-composite cost of
12 long—-term debt for PGE is shown in Bxhibit BB to be )
13 10.662 percent.
14 Q. What'is shown on Exhibit BC?
35 A. Exhibit 8C shows the cost of the Company's preferred stock
16 by iséue. Like long-term debt, tﬁe amounts outstanding &re
17 based on 2 l2-month averace of the average amouﬁts
18 outstanéing each month, and the.coat is determined by
19 multiplyine the effective rate for each issue times the
20 tmount outstanding during the period. The conmposite cost
21 of preferred stock to PGE during the test period is
22 15.689 percent., '
23 Q. Could you plea#e sumnarize the Coﬁpany's proﬁosed
24 ] fiaancing:.duzing the test period? |
as A. Yes. The f;nancings ({included in my Cxhibits &B, BC, and
26 evefagc equity in Exhibit BD) for the test period é&re:

Pame 4 - BAGGENSTOS APPENDIX ¢
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PGE fxhibit 8
Witness: J. H. Baggenstos
interest -
Totel Dollars Rate or
: R Rafised Per sheare
Month of Issue Type of Security {Billions) Price+*
Seétember 1983 Common Stock . $50 ) $16.50
varch 1984 Preferred Stock - 70 T 13.00¢
Verious Colstrip Pollution 9 - 8.75%

Control Bonds
¢ Merket price before issuance expensa.

In addition, we plan to raiee £25 million érom common
stock sales through our Common Stoéx Investment Plan ané
Ermployee Stock Purchasge Plan. ' ‘

The Company a;sp {ntends to issue $80 miilion of
pollution control bonds in April 1984 et 10.25 percent for
the purpose of refunding the 8.75 percent issue that is
due June ), 1S88¢. ﬁ; drawdown from thie fund-is.expected
during the test periogd,

Plezse explain Exhibit 8D, .

Exhibit 8D calculates the composite coet of capital for:
PGE during the Fest periéd. The average amount and coste
of long-tern debt and preferred stock -were taken from
Exhibits 8B znd 8C, ze;pectively. Tﬁe sverage common
eguity has been calculated based vpon & l2-month average
of the aversge common équity outstanding each month. Thié
anount incluée§ pProjected common siock issucs during the
test period and the inc:eas? in average conmon eqQuity

resuiting from anticipated retzineé earmings. The return

on ccrmon eguity is djscussed in the testimony of -
APPENDIX C
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Question:

What type of heating system is
the most popular choice of

Newfoundfanders?

Answer: Electric Heat.

Electric hewt is populac for meny reasons,
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DON’T BE "FUELED"
BY THE OIL COMPANIES

Convetting to oil will COST you money!
Lanual (Zost of Slectetc Hear™
Electete heating coet onlyy ‘ fi, 16355
. . x
Fhrtndos fuyccats : $1,020.00
W("M | £58.00
Piowiact o ‘ - 75382

Tatal OL Fear  $7.561.52

~~ CONVERTING TO OIL HEAT WILL
- COST YOU $697.97 MORE PER YEAR

Far the TRUE cost of oil ar piopana heafing, call the energy
- axperts for a free pemonalized home kieating analysis:

STAY ELEGCTRIC AND SAVE‘
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BEFORE TEE PUBLIC UTILITY COMMISSION
OF OREGON
UE 88

In the Matter of the Revised
Tariff Schedules for Electric
Service in Oregon Filed by
PORTLAND GENERAL ELECTRIC
COMPANY (Advice No. $3-26€)

STIPULATION

e St S e et

ECITALS
1. On November 8, 1993, Portland General Electric

Company (PGE) filed for a general rate change in Advice No.
93-26. Docket UE 88 is the proceeding for resolution of the
issues in advice No. 93-26.

2. On May 3, 1994, the Hearings Officers granted the
Staff of the Public Commission of Oregon (Staff) Motion to
Bifurcat? on, and es;ablish'a schedule for, the Trojan-related
issues and cost of cap%tal. For purpoées of this Stipulation,
Phase I refers to proceedings related to issues other than Trojan
and cost of capital; Phase II refers to the proceedings related
to Trojan and cost of capital. This Stipulation covers Staff
Issue S-13,'variable power costs and the rgpaining variable power
cost portions of'Issugs 8-12, load forecast, and S-31{ energy
efficiency from Phase I aﬂa Staff’s proposed Trojan cost
balancing account from Phase II.

3. On July 1, 1994, PGE and Staff entered into a
Stipulation regarding agreement on most of the Phase I issues in

this proceeding. Staff and PGE did not include the treatment of
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APPENDIX D _
PAGE 1 OF 16



95-329

variable power costs and left open the variable power cost
effects associated with adjustments to PGE’s load forecast and
energy efficiency forecast included in the July 1, 1994
Stipulation.

4. On July 14, 1994, PGE and Staff entered into
Stipulation Supplement 1 regarding additionzl Phase I matters.
Stipulation Supplement 1 did not cover variable power costs.

TERMS OF STIPULATION

WHEREFORE, PGE and Staff hereby agree to the following
with respect to PGE’s variable power cosﬁs and Staff’s Trojan
Cost Balancing Accégnt proposal:

1. Issue S-13 Variable Power Costs - The parties
agree to include in UE 88 base rates variable cost savings
expected from the commercial operation of the Coyote Springs
generating plant using a forecast in-service date of December 15,
1985. |

The December 15th date is the mid-point of the expected
range of most likely in-service dates for Coyote Springs:
November &, 1995 through January 21, 1996. November 8th
represents the in-service date for which the construction
contractor will receive the maximum potential performance
incentive. January 21st r;presents the in-service date beyond
which the construction contractor will begin to incur penalties
for late performance. Attachment 1 to this Stipulation contains
pages from the agreement between PGE and the construction

contractor for Coyote Springs that support these dates.
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2. The parties agree that, at least 90 days prior to
the expected in-service date for Coyote Springs, PGE will file to
track the projected capital and fixed costs associated with the '
plant into the UE 88 base rates.. Neither PGE nor any party to
this stipulation will propose a change to the variable power cost
forecast already reflected in base rates, whether related to
Coyote Springs or any other issue, with the exception described
in paragraph 3 below. PGE agrees to assume the variable power
cost fisk associated with a Coyote in-service date later than
December 15.

PGE agrees to provide attestation by a corporate
officer of Coyote's having met the following minimum requirements
prior to the effective date of any Coyote tracker rate increase:

(2} Completion of any operational testing
.required by the construction contract;
(b) Release of the plant operation to the system
dispatcher for full commercial operation; and
(c) Continuous operétion at greater than 90

percent of full power for 24 hours. .

The parties further agree that the above treatment for
Coyote Springs in variable power costs eliminates any need for
interest on the "over-collection" in 1995 of 1996 variable power
costs that results from the two-year test period associated with
decoupling.

3. PGE may file proposed revised rates to address a

change in BPA’'s transmission and power rates at the time such
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APPENDIX D
PASE-3 OF 16



95-322

change occurs throﬁgh the tracking procedure described below.
This procedure is identical to that used to quantify the effects
of BPA rate changeé on PGE in the variable power cost forecast
included in UE 88. PGE will run its Proscreen model, using the
same version and inputs which give the identical result of the
variable power costs adopted'by paragraph 4 of this stipulation,
except that PGE will adjust Proscreen for:

(&} Wheeling rates for demand ($/kwmo) and energy

(mills/kwh) for all resources covered under the Geﬁeral

Transmissién Agreement between BPA and PGE dated

December S, 1589, by the percenf change in BPA's demand

and energy IR wheeling rates; and

(b) The New Resources demand charge for the BPA
" capacity purchase by the percent change in BPA’s NR
demand chargé:

Since PGE’s non-firm purchases and sales are estimated
by the.Netwcrk Economy Interchange (NE;) secondary model in
Pfoscréen,,which is independent of BPA’S Noﬁ-Firm energy rate, no
direct adjustment'will be made for that rate. However, the NEI
may model a different level of secondary purchases.ané saleé as a
result of the changes in the BPA rates under (a) and (b), above.

This adjustment is expected to occur at the time of the
Coyote tracker described in paragraph 2 above. The basis of the
adjustment will be BPA‘s approved price changes, included in
Proscreen as of their effective date. PGE will file proposed
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revised tariffs reflecting 2 BPA adjustment at least 30 days
prior to the effective date of a Coyote tracker rate change. In
the event that BPA's new rates are not approved such that PGE tan
file at least 30 days prior to a Coyote tracker, the adjustment
will occur at the next opportunity PGE has to modify its rates
(e.a., at the time of a SAVE tariff adjustment or a decoupling
adjustment, if implemented, or some other such time).

Staff agrees that it will support rate changes to
reflect BPA increases if such cost increases are material in
amount.

4. Tracking rate changes proposed under Sections 2
and 3 of this Stipulation will be subject to a review of PGE's
earnings. Accordingly, PGE shall file information to allow an
earnings review (which may consist of the most recently filed
semi-ahnual adjusted eafﬁinés report to the Commission) with any
proposed rate changes.

5. As a result of the stipulations in paragraphs 1
ana 3, the parties aéree that the following émounts are a
reasonable forecast of variable power costs for the test period
and include the effects ofissues S-12 and S-31 discussed below:

1995: $304,624,300
1996: $310,103,700
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6. Issue S-12 Load Forecast - Given the forecast of

variable power costs for the test period agreed to in paragraph 5
above, the parties agree that the following represents the
variable powervcost increase associated with the July 1, 1994
stipulation regarding PGE’s load forecast:

1995: $2,554,000

1996:‘ $1,198,000

7. Issue S-31 Eneray Efficiency - Given the forecast
of variable power costs for the test period agreed to in
paragraph S above, the parties agree that the following
represents the variable power cost decrease associated with the
July 1, 1994 stipulation regarding energy efficiency:

1885: $(2,656,000) |
1996:. $(8,079,000)

8. zroﬁah géﬁt Balancing Account - The parties agree
tﬁat it is appropriate to vary the amortization of the Trojan
investment to take into account the actual revenue collected from
customers as a result of the Comﬁission's decision in UE 88. The
parties therefore agree to a method to modify PGE’s actual Trojan
amortization expense rather than creating a balancing account.
Incremental or decremental amortization expense amounts generated
as a result of this stipulation, as described below, will be
accumulated in a Trojan Investment Recovery Account (TIRR). The
TIRA is designed to provide a procedure to precisely accumulate
actual revenue received by PGE as recovery of the Trojan
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investment based on amoﬁnts authorized by the Commission. &As a
result, interest will not be added to the TIRA.
The TIRA will operate based on the following:

a) Amounts will be accumulated in the TIRA based on
the difference between PGE’s actual base calendar
revenue from Sales to Ultimate Customers plus
miscellaneous operating revenueg (base revenue)
and PGE’s authorized caleddar revenue for recbvéry
of Trojan’s investment related revenue
requirement. PGE’s authorized Trojan investment
related revenue requiremeﬁt is defined.in d)
below.

b) The TIRA will be established as a subaccoﬁnt to
PGE‘e Trojan Accumulated Amoruiiatien Account.
The Trojan Accumulated Amortization Account will
show the Trojan investment costs recovered from
customers based on the Commisgsion authorized rate
of recovery. The TIRA will show the incremental
or decremental Trojan investment costg recovered
as a reéult of differences between actual and
1995-96 test period forecast calendar revenue.
The offsetting entry to the TIRA accumulated
amortization subaccount is amortization expcnse.

¢) Actual Trojan investment related calendar revenue
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- will be determined based on a predetermined Trojan
Recovery Percentage (TRP) (see section 4)
multiplied by PGE’s totél base revenue. For
purposes of the TIRA, base revenue is PGE'’'s
calendar revenue excluding any other adjustments
(i.e., calendar revenue from separate tariffs such
as thoée for SAVE, deferred power cost recoveries,
energy efficiency true-up, ballot measure 5
refunds, and the Residential Exchange Program are
to be ‘excluded from both actual revenue and test
period forecast revenue for purﬁose of the TIRA).

d) .The TRP arising from Docket No. UE 88 will be
~calculated separately for 1995 and 1996 based on
the Commission’s final authorized Trojan |

investment recovery in each year and the following
formula:

TRP = Authorized Trojan Investment Revenue Reguirement
Total PGE Authorized Revenue Requirement'

The components of Trojan Investment recovery will
be limited to those associated with a return on
and of the %rojan investment including related
current and deferred tax effects. .Elements not to

be included in the TRP include the revenue

' The authorized revenue requirement includes miscellaneous
operating revenue.

a -
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requirement effects of Trojan related normal
operating costs such as transition O&M, property
insurance and taxes, and decommissioning expense.

e) For periods subsequent to the end of 1996, until
PGE implements a general rate change after
December 31, 1996 based on an order of the
Commission, PGE will base adjustments to the TIRA
on the following differences:

1) actual Trojan investment ;elated calendar
-revenue based on application of the 129€ TRP
as described 'in a) through ¢} above; and,

2) the 1996 authorized frojan investment revenue
requirement used to calculate the 1996 TRP.

f) When PGE’'s Trojan related rate base, including the
TIRA and any future Trojan capital additioms,
proceeds from salvage activities, property
transfers, and/or tax.basis adjustments (alil as
approved by the Commission), nets to éero. the
full Commission authorized investment wiil have
been ré?overed. Any residual balance, whether
debit or credit, will be disposed of only at the
direction of the Commission. .

g) If decoupling is adopted and implemented as a
result of thié proceeding, the parties agree that
the actual Trojan investment related revenue based
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on the TRP will not be subject to any decoupling

related adjustment. The decoupling mechanism
authorized by the Commission, if any, will be
modified to eliminate the possibility of
duplication with the TIRA.

PGE agrees to report the bélance‘in the TIRA
within, and as of the end of the period covered

by, each semi-annual adjusted results -of

operations report filed with the Commission.’

Staff agrees that the TIRA as described herein is

& reasonable substitute for the Trojan Cost

_ Balancing Account (TCBA) recommended in testimony

and briefed in Docket No. UE 88. Then if the
Commission adopts this Stipulation and the TIRA,
Staff would withdraw its recomﬁendatioﬁ for a
TCBA.

Staff and PGE agree that this stipulation is

reasonable under the standards and perspectives usually applied

in a general rate proceeding.

10. If the Commission rejects any part of this

Stipulation, the stipulating parties may withdraw from the whole

Stipulation unless the parties agree to the modification. To the

extent any party proposes changes that are inconsistent with the

terms of one or more issues in this Stipulation, such changes

ghall not disturb any other issues addressed in this Stipulation.
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To the extent the Stipulation is partially modified or withdrawn,
neither the Stipulation nor any information obtained in
settlement discussions may be used as evidence against any party.

| 11. This Stipulation shall be entered in the record in
Phase II of tﬁis proceeding as evidence pursuant to OAR
860-14-085(1). If any issue covered by this Stipulation is
challenged by someone not a party to this Stipulation, then the
parties agree to support and argue in good faith for the
Commission’s approval of all of the provisions of this
Stipulation.

12. Staff and PGE have executed this Stipulation to
resolve identified issues in this proceeding. Neither Staff nor
PGE shall be'deemed to. have accepted or consented to the
principles, methods or theories employed in arriving at this

Stipulation.
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7/
EXECUTED this Z7 day of February, 1995.

Lol ol

Paul A. Graham
Attorney for the Staff of the
Oregon Public Utility Commission

M

Melinda J. Horda
Attorney for
Portland General Electric Company
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Amendment No. 3
To
Turnkey Engineering, Procurement and Construction Agreement

This Amendment No. 3 to that certain Turnkey Engineering, Procurement
and Construction Agreeqent dated as of August 13, 1993 by and between Portland
General Electric Company ("Owner") and Ebasco Constructors Inc. ("Contractor®)

(the "EPC Contract") is made and entered into as of Jcaweace /9 /S5 .
I

RECITALS
A. . Raytheon Constructors, Inc., a Delaware corporation with offices
at 3000 W. MacArthur Boulevard, Santa Ana, California 97204 has been assigned
and has assumed all rights and obligations of Ebasco Constructors Inc. as
Contractor under the EPC Contract;

B. Notice to Proceed With Construction was not issued on.or-prior to
March 1, 1994 as provided in Section 4 of the EPC Contract but instead was
issued September 19, 1994;

C. . A Stop Work Order was issued to the Contractor by the Owner on.
November 18, 1994 and was subsequently lifted on November 23, 1994;

.D.  Contractor has advised Owner that the delays in .{ssuance of the
Notice to Proceed With Construction and the delays resulting from issuance of
" the Stop Work Order referred to in Recital C, above, wiII affect the
-Substantial Completion Deadline.and the barties have, therefore, as complete,
final and binding resolution, compromlse, waiver and release of all claims of
Contractor which have arisen or may hereafter arise as a result of. or related _
to such delays, negotiated an adjustment to the ‘Substantial Completion
Deadline. as set forth in Sectfon 2, below; and

F1\€S1934\WPOATA|1081611081CAMD . NOL
-1- 1/13/95 - 10:1%am
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(1) : -

(i) )
(ii)

In no event will the Early Completion Bonus be calculated for a
periqd of time greater than seventy-six (76) days.

The following diagram is designed to represent visually the
foregoing description of the calculation.of Delay Liquidated

Damages and Early Completion Bonus.

DIAGRAM 3
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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UE 88
In the Matter of the Revised )
Tariff Schedules for Electric )
Service in Oregon Filed by ) STIPULATION
PORTLAND GENERAL ELECTRIC )
COMPANY - Advice No. 93-26 )
RECITALS

1. On November 8, 1993, Portland General Electric Company.(PGE) filed for a general
rate change affecting its price schedules in A-dvice No. 93-26. Dockét UE-88 is the proceeding
for resolution of the issues in Advice 93-26.

2. The new ﬁrice schedules are based on PGE's expected revenue requirement for a two-
year test period covering 1995 and 1996. On November 8, 1993, PGE filed testimony, exhibits,
and work papers in support of i'ts 1995 and 1996 revenue requirements.

3. On March 21, 1994, the Staff of the Public Utility Commission of Oregon
(Comfnission) filed 2 motion to amend the schedule and to bifurcate UE-88. Staff requested
separate cénsideration of issues related to PGE's Trojan Nuclear Plant that fell within the scope
of the Commission's order in the DR-10 proceeding, and issues related to the cost’ of capital. |

4. The Hearings Officers granted the motion to bifurcate on May 3, 1994 and established
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a separate schedule for Phase I of UE-88, for the Trojan-related issues and cost of capital. Based
on a March 25, 1994 Stgﬁ‘ Issues List, cost 'of capital is identified as issue S-0 for purposes of
UE-88. Equity issuance costs are identified as issue S-33. This Stipulation concerns cost of
capital, in Phase II and equity issuance costs in Phase 1.

S. On September 30, 1994, Staff filed its testixﬁony, exhibits, and work papers on cost of
-capital, issue S-0. On Novémber 8 and 10, 1994, conferences were noticed and held pursuant to
OAR 860-14-085(3) for purposes of discussing settlement of cost of capital issues as well as

equity issuance costs, issue S-33, from Phase I of UE-88.

TERMS OF STIPULATION
PGE and Staff hereby agree as follows:

6. PGE's revenue requirement will reflect the following capital structure and costs for the

test years 1995 and 1996:

I. Test Year 1995

Capital Weighted ’
Structure Cost% Cost (%)
a. Long-Term Debt 49.14 7.71 3.79
b. Preferred Stock 5.42 827 045
c. Common Equity 4544 11.60 5.27
100.00
Rate of Retumn 251
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11. Test Year 1996

Capital Weighted
Structure%  Cost% Cost (%)
a. Long-Term Debt 48.86 7.82 3.82
b. Preferred Stock 4.67 8.27 0.39
c. Common Equity 46.47 11.60 5.39
100.00

Rate of Return 9.60

7. This Stipulation for cost of capital issues is entered into notwithstanding any
determination by the Commission on decoupling, issue S-38. The capital structure and costs for
each year are stipulated regardless whether decoupiing is implemented.

8. In resolution of issue S-33 from Phase I, PGE will increase its O&M expense and
applicable income tax expense for the effect of adding $1.75 million of common equity issuance
costs for both 1995 and 1996.

9. Staff and PGE will each submit separate testimony on or before November 30, 1994
" supporting the provisions of this Stipulation and arguing in good faith for their adoption by the
Commission.

10. Thjs Stipulation shall be entered in the record in this proceeding as evidence pursuant
to OAR 860-14-045 and 860-14-085.

11. PGE and Staff agree that all of the testimony filed in this docket on issue S-0 shall be
entered into the record of UE-88. Staff and PGE further agree to waive cross-examination of the
each others’ testimony on items included in this Stipulation and issue S-0, and to make their

respective witnesses available for cross-examination by any other party to UE-88.
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12. If any issue covefed by this Stipulation or related to issue S-0 is challenged by
someone not a party to this Stipulation, Staff and PGE agree to suppont and argue in good faith
for the Commission's approval of all of the proviéions of this Stipulation.

13. Staff and PGE have entered into this Stipulation to resolve issue S-0, related to the .
cost of capi:2. They shall not be deemed to have agreed that this Stipulation is appropriate for
resolving issues in any other proceeding. Further, they s.hall not be deemed to have accepted or
consented to the principles, methods, or theories employed in arriving at this Stipulation.

14. If the Commission rejects any portion ,‘of this Stipulation, Staff or PGE may withdraw |

from the Stipulation in its entirety.

Signed this _{ ST day of November, 1994.

,/

(L Ubaend>
Kim Cobrain
of Attorneys for the Staff of the
Oregon Public Utility Commission

- {

™ . :
\ T e ("‘.\ ~ - el t v Y ta - . <
ochelle Lessner
of Attorneys for Portland General
Electric Company

L}

FAE3S06\WPDATASTIPULAT.COC

Page 4-Stipulation

APPENDIX E
PAGE 4 OF 4

- -



95-322

PORTLAND GENERAL ELECTRI
o 3¢ S Adjustment Summary
UE 88 = 1995 & 1996 Test Years

(S x 1,000)
: Revenue Requirement
Effect
Item Issue 1895 1996
Company-calculated added revenues required $46,498 $109,267
STIPULATED ADJUSTMENTS
$-0,5-35 Rate of Return and Capital Structure : (61) (3,124)
S1 PGC Inflation . (315) {e&2)
S-2 EPRI Deferral 0 o
83 Advertising - Category "C* (24) {25)
S-4 Retirement Savings Plan (1.267) (1.532)
S5 . Lega! Escalation (1.541) {165)
S-6 . Health insurance Escalation . (323) . (723)
S7 Overhead Billing (778) (777}
S8 Service Provider Costs 1,826 3,041
S99 WTC Improvements ’ 58 ) 57
S10 Managers’ Deferred Compensation 713 832
S11 Income Tax Adjustments (89) (467)
S$-12 Load Forecast {1.622) (26)
S13 Variable Power Costs_- * (13,853) (61,334)
S-14 Miscellaneous Electric Revenues (1.504) (1.539)
S-16 Incentive Pay Adjustment {4.280) (4.413)
S17 Supplemental Executive Retirement {1.852) (1,780)
S8 Managers' Deferred Compensation . {1.835) (2.162)
S-19 Directors’ Deferred Compensation and Pensaons {210) {200)
S-20 Medical Insurance (332) (808)
s21 EPRI Membership Replacement 0 o
§-22 Escalation Rate Update {1,105) {1.641)
§-23 Non-Labor Customer Accounts (106) (111
S-24 -Community Development (302) (311)
§-25 Market Intelligence . {224) (235)
S-26 CS2 Project (93) (4.428)
S-27 Adverlising - Category "A” (109) (384)
S-28 Power Smart (116) (120)
S-30 Energy Resource Center {217 (217)
§-31 Erergy Efficiency ’ 5,001 13,473
$-33 Equity Issuance Costs . o (3.571)
S-34 Payroll Tax Rate (20) {401)
8-3s5 Revised Interest from ROR Change (RR included in S-O) 0 0
S36 Non-Fuel Material and Supplies {75) (149)
§-37 Remove Boardman Gain Acceleration 36,313 31,309
Total Stipulated Adjustments 11,758 {42,593)
UNSTIPULATED ADJUSTMENTS
S-15 Wage and Salary Adjustment {446) (834)
S-29 HVEA Promotions (1.292) {1,555)
§-32 PGC Allocation (202) (216)
S$-45 Trojan Overtime (427) {382)
S-46 Trojan Plant Reclassification 0 0
S-47 Trojan Salvage Recovery ) {843) 818)
S-48 Decommissioning Trust Accrual Reduction (664) (7839)
S-49 Remaove Plugging, Sleeving, Analysis and Reactor Pump (3.945) {3.808)
§-50 Remove Additional Trojan Fixed Costs 1o Reach 86.9 Percent (5.798) (5.491)
S-51 Remove Trojan Power Cost Deferral 3,305 3,337
S-52 Update Trojan Piant Income Tax Write-Off ) T4 1,118
S-83 Trojan Intangible Asset o 0
One Percent Discretionary Costs Reduction {1,631 {1,687)
Tota! Unstipulated Adjustments (11,072 (11,124
Total Adjustments 687 {53,7117)
Revenue Requirements Change . $47,185 '~ $55 850
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1995 Required Results
Per Change for at
Company 1985 Reasonable Reasonable
Filing Adjustments Adjusted Return Return
(1) 2 (3) (4) (5)

1 |Operating Revenues

2 | “Ssales to Consumers $885,257 $846 $866,103 547,185 $933,288

3 Other Revenues 8,385 2,410 10,795 0 10,795

4 Total Operating Revenues $893,642 $3,256 $896,898 $47,185 $944,083

5 |Operating Expenses and Taxes

6 Operation & Maintenance,

7 Net Variable Power Costs $320,346 ($13,547) $306,799 $o $306,799

8 Fixed Power Costs 71,5632 0 71,532 0 71,532

9 Other Oper.& Maint. 147,951 (13,311) 134,640 203 134,843
10 Total Operation & Maintenance $539,829 {$26,858) $512,971 $203 $513,174
11 Depreciation & Amonrtization 115,170 31,712 146,882 0 146,882
12 Taxes Other than incoma 49,471 (892) 48,579 991 49,570
:3 Income Taxes 62,438 (481) 61,957 18,139 80,096

a4
15 Total Operating Expenses and Taxes $766,908 $3,481 $770,389 ' $19,333 $789,722
16 |Utiiity Operating Income o $126,734 ($225) . $126,509 i $154,357
17 |Average Rate Base
18 Utility Plant in Service $2,651,345 ($155,912) $2,495,433 $0 $2,495,433
19 Accumulated Depreciation (1,099,656) 72,395 (1,027,261) 0 (1,027,261)
20 Accumulated Deferred Income Taxes (235,810) 134,771 (101,039) 0 (101,039)
21 Accumulated Deferred Inv. Tax Cradit (54,317) 8,912 (45,405) 0 (45,405
22 Net Utliity Plant $1,261,562 $60,166 $1,321,728 $0 $1,321,728
23 Energy Efficlency 66,801 19,916 86,717 0 86,717
24 Boardman Gain (99,463) (18,354) (117,817) 0 (117,817]
25 Deforred Trojan Investment 291,467 (51,330) 240,137 0 240,137
26 Materials & Supplies - Fuel . 14,811 0 14,811 0 14,811
27 - Other 25,973 (5,164) 20,809 0 20,809
28 Working Cash 36,634 92 36,726 880 37,606
29 Misc. Deferred Debits e 33,273 0 33,273 0 33,273|.
30 Misc. Defarred Credits (15,501) 1,677 (13,824) 0 {13,824
31 Total Average Rate Base . $1,615,567. . $7,003 .. 81,622,560, ., $880 . $1,623,440
32 |Rate of Return 7.84% 7.80% 9.51%
33 jimplied Return on Equity 7.67% 7.83% 11.60%
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05:28 PM
Miscellansous Corrections to Company Filing
PGC EPRI Category 'C" Retirement — Legal Heallh Tnsurance
Inflation Detarral Advertising Savings Plan Escalation Escalation
(S-1) (S-2) (8-3) (S-4) (S-5) (S-6)
1 |Operating Revenues |
2 Sales to Consumers $0 $0 $0 $0 $0 $0
3 Other Revenues 0
4 Total Operating Revenues $0 " %0 $0 $0 $0 $0
§ ' |Operating Expenses and Taxes .
8 Operation & Maintenance
7 Net Variable Power Costs $0 $0 $0 $0 $0 . $0
8 Fixed Power Costs
9 Other Oper.& Maint. (299) . 0 (23) (1,230) (1,497) (314)
10 Total Operation & Maintenance ($299) $0 ($23) ($1,230) ($1,497) ($314)
11 Depreciation & Amortization 0 0 0 0 0 0
12 Taxes Other than Income (7 0 . o] ’ 0 0 0
}2 Income Taxes 21 (0) 9 486 591 124
15 Total Operating Expenses and Taxes ($185) ($0) ($14) ($744) ($906) ($190)
16 [Utility Operating Income $185 $0 $14 $744 $906 $190
17 Aven.nge Raté Base ’
18 Utility Plantin Service $0 $0 $0 $0 $0 $0
19 Accumulated Depreciation 0 0 0 0 0 0
20 Accumulated Deferred Incoms Taxes 0 (o] 0 0 o 0
21 Accumutated Deferred Inv. Tax Credit 0 0 0 0 0 0
22 Net Utility Plant $0 $0 $0 $0 $0 $0
23 Energy Efficiency
24 Boardman Gain 0 0 o 0 0 0
25 Trojan Investment
26 Materials & Supplies - Fuel
27 - Other
28 | Working Cash (® (©) 1)) (34) (41) ()
29 Misc. Dafarred Debits
t 30\' Misc. Deferrad Credits
‘T 31 Total Average Rate Base ($8) ($0) ($1) ($34) (§41) ($9)
32 Revenue Requirement Effsct ($315) $0 ($24) (81,267) ($1,541) ($323)
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23-Mar-95 Ad]ustmemi to Orogon Resu!ts
’ 05:28 PM u Year on. 1895
Miscellaneous Corrections to Company Filing
Overhead Service wWiC Managers income Tax Load Variable
Billing Provider Costs  Improvements Det. Comp. Adjustments Forecast Power Costs
(S-7) (S-8) (5-9) (S-10) (S-11) (S-12) . (S-13)

1 |Operating Revenues

2 Sales to Consumers $0 $0 $0 $0 $0 $4,032 $0

3 Other Revanues 687 .

4 Total Operating Revenues $687 $o $0 $0 $0 $4,032 $0

§ {Operating Expenses and Taxes

6 Operation & Maintenance

7 Net Variable Power Costs $0 $0 $0 $0 $0 $2,554 ($13,445)

8 Fixad Power Costs

9 Other Oper.& Maint. (73) 1,870 0 692 0 281 )
10 Total Operation & Maintenance ($73) $1,870 $0 $692 $0 $2,835 ($13,445)
11 Depraciation & Amortization o] a5
12 Taxes Other than income 0 (o] 0 0 0 137 0
::;4 Income Taxes 300 (738) N {273) (192) 707 5,310
15 Total Operating Expenses and Taxes $227 $1,132 ($7) $419 ($192) $3,763 ($8,135)
16 |Utility Operating Income $460 ($1,132) $7 ($419) $192 $1,169 $6,135
17 |Averags Rate Bass '
18 Utility Plantin Service $0 $0 $690 $0 $0 $2,135 $0
19 Accumulated Depreciation 0 (252) ’ (85)
20 Accumulated Deferred income Taxes 1] 1,478 0
21 Accumulated Deterred Inv, Tax Credit 0 0 0 0 0 0 0
22 | Netutility Plant $0 $0 $438 " $0 $1,478 $2,050 $0
23 Energy Efficiency o] o 0 o] o o]
24 Boardman Gain 0 0 0 0 0 0 0
25 Trojan investment
26 Materials & Supplies - Fusl
27 - Other 0 o 0
28 .| Working Cash 10 51 (0) 19 (9) 171 {437)
29 Misc. Deferred Debits 0
30 Misc. Defarred Credits
an Total Average Rate Base $10 $51 $438 $19 $1,469 $2,221 ($437)
32 Revenue Requirement Effect ($778) $1,926 $59 - $713 {$89) ($1,622) ($13,853)
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23-Mar-95 il . Adustnénts to Oregon Resul
05:28 PM ue-ea Tast Yont Baaad on 199
.. 1 {000) .- .
Miscellanesous Supplemental Managers' Directors'
Electric Wage & Salary  Incentive Pay Executive Defarred Defsrred Comp. Medical
- Ravanues Adjustment Adjustment Retirement Compensation & Pensions Insurance
(S-14) (S-15) (S-16) (5-17) (S-18) (S-19) (S-20)
1 |Operating Ravenues
2 Sales 1o Consumers $0 $0 $0 $0 $0 $0 $0
3 Other Revenues 1,469
4 Total Operating Revenues $1,469 $0 $0 $0 $0 $0 $0
5 |Operating Expenses and Taxes
6 Opemtion & Maintenance
7 Net Variable Power Costs $0 $0 $0 $0 $0 $0 $0
8 Fixed Power Costs
9 Other Oper.& Maint. 0 383 (3,745) (1,957) {1,845) (204) (314)
10 Tatal Operation & Maintenance $0 " ($383) © ($3,745) ($1,957) ($1,845) ($204) ($314)
11 Depreciation & Amortization o 0 0 o)
12 Taxes Other than income 0 - (42) (412) 0 0 1] 0
} :43 Income Taxes 8§79 169 1,642 755 721 81 125
15 Total Operating Expenses and Taxes $579 ($256) ($2,515) ($1,202) ($1,124) ($123) ($189)
16 |Utllity Operating Income $890 $256 $2,515 $1,202 $1,124 $123 $189
17 |Average Rate Base
18 Utility Plant in Service $0 ($61) - $0 $0 $0 $0 ($65)
19 Accumulated Depreciation o] 0 0 0
20 Accumulated Defarred Income Taxes 0 0 0 ‘0
21 Accumulated Deferred Inv, Tax Credit 0 0 -0 0 0 0 0
22 Net Uttlity Plant $0 ($61) $0 $0 $0 - $0 ($65)
23 Energy Efficiency 0 o o
24 Boardman Gain 0 0. 0 0 0 0 0
25 Trojan Investment
26 Materials & Supplies - Fuel
27 - Other 0 0 o
28 Working Cash - 26 (12) (114) (55) (51) (6} 9
29 Mise, Deferred Debits :
by 30 Misc. Deferrad Credits 1,200 477 0
5 T
31 Total Average Rate Base $26 ($73) . ($114) $1,145 $426 ($6) ($74)
Revenue Requirement Effect (61,504) ($446) ($4,280) ($1,852) ($1,835) ($332)
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EPRI
Membarship Escalation Non-Labor Community Market cSs2 Advertising
Replacement Rate Update Cust. Accts, Development Intelligence Project Category ‘A’
(S-21) (S-22) (5-23) {5-24) (8-25) (S-26) (S-27)
1 bporaﬂng Revenues i

2 Sales to Consumers $0 $0 $0 $0 $0 $0 $0

3 Other Revenues

4 Total Operating Revenues $0 $0 $0 $0 $0 $0 $0

5 |Operating Expenses and Taxes

6 Operation & Maintenance .

7 Net Variable Power Costs $0 $0 $0 $0 $0 $0 $0

8 Fixed Power Costs '

9 Other Oper.& Maint. 0 {(1,073) (103) (278) (203) 0 (106)
10 Tatal Operation & Maintenance $0 ($1,073) ($103) ($278) ($203) $0 ($106)
11 Depreciation & Amortization . 0 ' .

12 Taxes Other than income 0 0 0 (15) (15) 0 (4]

'{ 3 income Taxes 0 424 41 116 86 10 42

15 Total Operating Expenses and Taxes ($0) — ($649) ($62) ($177) ($132) $10 (864)
16 [Utility Operating Income $0 $649 $62 $177 $132 ($10) $64

17 |Average Rate Base

18 Utility Plant in Service $0 $0 $0 $0 $0 ($687) $0

19 Accumulated Depreciation 0

20 Accumuiated Deferred Income Taxes 0

21 Accumulated Deferred Inv. Tax Credit 0 - 0 .0 0 0 0 0

22 Net Utitity Plant $0 $0 $0 $0 $0 ($687) $0

23 Energy Efficiency 0 0 0 0 0 0 0

24 Boardman Gain 0 0 0 (] 0 0

25 Trojan Investment

26 Materials & Supplies - Fuel

27 - Other 0 0

28 Working Cash 0) (30) (3) (8) (6) (o] (3)
29 Misc. Deferred Debits

30 Misc, Deferrad Credits

31 Total Average Rate Base 80) [530) —(53) 58) (58] ($687) (53)
32 Ravenue Requirement Effect ($106) ($302) ($224) ($93) {$109)

$0 ($1,105)

¢¢8-96



23-Mar-95

05:28 PM
Power HVEA Energy Resource Energy PGC Equity Issuance Payroll
Smart Promotions Center (ERC) Efficiency Allocation Costs - Tax Rate
(5-28) (S-29) (8-30) (s-31) (S-32) (5-33) (S-34)
1 |Operating Revenues
2 Sales to Consumers $0 $0 $0 - ($4,086) $0 $0 $0
3 Other Ravenues 0 254
4 Total Operating Revenues $0 $0 $0 ($3,832) $0 $0 $o
5 |Operating Expenses and Taxes
6 Operation & Maintenance
7 Net Variable Power Costs $0 $0 $o ($2,656) $0 $o $0
8 Fixed Power Costs 0 0 0
9 Other Oper.& Maint. (108) (1,203) (211) 1,165 (196) 0 0
10 Total Operation & Maintenance ($108) ($1,203) ($211) ($1,491) ($1986) $0 $0
11 Depreciation & Amoitization 1]
12 Taxes Other than Income (5) (52) 0 (86) o ] (19)
‘}2 Income Taxes 45 496 83 (1,186) 77 (V] 8
15 Total Operating Expenses and Taxes ($68) ($759) ($128) ($2,762) ($1 195 ($0) ($11)
16 |Utility Operating Income $68 $759 $128 ($1,070) $t19 $0 $11
17 |Average Rats Basa ’
18 Utility Plantin Service $0 $0 $0 $0 $0° $0 ($4)
19 Accumulated Depreciation
20 Accumutated Defarred Income Taxes 0
21 Accumulated Deferred inv. Tax Credit 0 0 0 0 0 0 0
22 Net Uttiity Plant $0 $0 $0 $0 $0 $0 ($4)
23 | Energy Efficiency 0 0 0 19,916 0 0 0
24 Boardman Gain 0 0 0 0 (o] 0
25 Trojan Investment 0
26 Materials & Supplies - Fuel
27 - Other 0
28 | Working Cash (3 (35) (6 (126) (5) () ()
29 Mise. Deferred Debits -
D2 330, | Misc. Deferred Cradits
DU
g | Total Average Rate Base ($3) ($35) $8) $19,700 ($5) ($0) ($5)
; '.::.(. a2 Revenue Requirement Effect ($116) ($1,292) ($217) $5,001 ($202) $0 ($20)
M q
W
v
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05:28 PM
Revised Non-Fuel Remove Trojan Trojan Decommissioning
Intarest from Materials Boardman Trojan Plant Salvage Trust Accrual
ROR Change & Supplies Gain Acce. Overtime Reclassification Recovery Reduction
(S-35) (S-36) (s-37) (S-45) (S-46) (5-47) (S-48)

1 |Operating Revenues

2 Sales to Consumers $0 $0 $0 $0 $0 $0 $0

3 Other Revenues

4 Total Operating Revenues $0 $0 $0 $0 $0. $0 $0

§ |Operating Expenses and Taxes
6 | Operation & Maintenance

7 Net Variable Power Costs $o $0 $0 $0 $0 $0 $0

8 Fixed Power Costs

9 Other Oper.& Maint. 0 0 0 (365) 0 0 0
10 Total Operation & Maintenance $0 $0 $0 ($365) $0 $0 $0
11 Depreciation & Amortization 36,707 0 0 (353) (1,072)
12 Taxes Other than Income 0 o ] (40) 0 0 0
; 3 Income Taxes 448 8 (14,315) 161 0 192 375
15 Totat Operating Expenses and Taxes $448 $8 $22,392 ($244) $0 ($161) _{$697)
16 {Utity Operating Income ($448) {$8) ($22,392) $244 $0 $161 $697
17 |Average Rate Base
18 Utility Plant in Service $0 $0 $0 (871) ($155,559) $0 $0
19 Accumulated Depreciation o 0 72,732 0 - 0
20 Accumuiated Deferrad Income Taxes 7,233 0 102,367 0 (664)
21 Accumulated Deferred Inv. Tax Cradit 0 0 0 0 8,912 0 0
22 Net Utility Plant $0 $0 $7,233 (871) $28,452 $0 ($664)
23 Energy Efficiency 0 0
24 Boardman Gain 0 0 (18,354) o 0 0 0
25 Trojan investment (23,841) (3,529) 3,908
26 Materials & Supplies - Fuel .
27 - Other (553) (4,611)
28 Working Cash 20 0 1,019 (11) 0 1)) (32)

1 29 | Misc. Deferred Debits o 0 0 0 o Q©

30 Misc. Deferred Credits (o] o] 0 0 0 en
31 Total Average Rate Base $20 ($553) ($10,102) ($82) $0 ($3,536) $3212 ¢
a2 Revenue Requirement Effsct $762 ($75) $38,313 ($427) $0 ($843) ($664)
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Removs Plugging, Remove Additional Remove Trojan  Update Trojan . Reduce
Sleaving, Analysis  Trojan Fixed Costs  Power Cost Plant Income Trojan Discretionary
& Reactor Pump to Reach 86.9% Deferral Tax Write-off  Intangible Asset  Costs by 1% Total
(5-49) (S-50) (S-51) (S5-52) (S-53) Adjustments
1 |Operating Revenues |
2 Sales to Consumers $0 $0 $0 $0 $0 $0 $846
3 Other Revenues 2,410
4 Total Operating Revenues $0 $o - $0 $0 $0 $0 $3,256
§ |Operating Expenses and Taxes *
6 Operation & Maintenance
7 Net Variable Power Costs $0 $0 $0 $0 $0 $0 ($13,547)
8 Fixed Power Costs 0
9 Other Oper.& Maint, 0 (6) 0 0 0 (1,584) (13,311
10 Total Operation & Malntenance $0 ($6) $o $0 $0 ($1,584) (28,858)
11 Depraciation & Amortization (1,652) (2,003) 0 0 0 0 31,712
12 Taxes Other than Income 0 (338) 0 0 0 0 (892)
‘ }2 Income Taxes 906 820 (364) (87) 0 626 (481)
15 Total Operating Expenses and Taxes ($746) (81,525) ($364) ($87) $0 ($958) $3,481
16 jUtility Operating income $746 $1,525 $364 $87 $0 $058 ($225)
17 |Average Rate Base )
18 Utility Plantin Service $0 $0 $0 $0 ($2,290) $0 ($155,912)
19 Accumulated Depreciation 0 0 0 0 0 0 72,395
20 Accumulated Deferred Income Taxes .0 0 24,357 0 0 0 134,771
21 Accumulated Deferred Inv. Tax Credit 0 0 0 0 0 . 0 8,912
22 Net Utility Plant $0 $0 $24,357 $o ($2,290) $0 $60,166
23 Energy Efficiency 19,916
24 | Boardman Gain 0 0 0 ] 0 0 (18,354)
25 Trojan Investment (16,606) (19,878) 6,326 2,290 (] (51,330
26 Materials & Supplies - Fuel 0
27 - Other (5,164)
28 Working Cash (34) (69) a7 (4) 1] (44) 92
29 Misc, Deferred Debits 0 0 0 0 0 () 0
30 Misc. Deferred Credits 0 0 o 0 0 0 1,677
31 Tolal Averages Rate Base ($16,640) —($ 9,947) $24 340 $6,322 $0 ($44) $7,003
32 Hevenus Requirement Effect ($3,045) ($5,799) $3,305 $871 $0 (51,631) $1,508

338-S6
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~PORTLAND GENERAL ELECTRIC €O, L1
- Summary of Adjusted Oregon Restults

E-89 Test Year Based on 199!
it H(000frt S
1995 Required Resuits
Per Change for at
Company 1995 Reasonable Reasonable
Filing Adjustments Adjusted Return Return
Incoms Tax Calcuiations (1) (2) {3) (4) (5)
Book Revenuses $893,642 $3,256 $896,898 $47,185 $944,083
Book Expenses Other than Depreciation 589,300 (27,751) . 561,549 1,194 562,743
State Tax Depreciation 115,170 (4,642) 110,528 110,528
Interest 62,350 (871) 61,479 33 61,512
Book-Tax (Schedule M) Differences (17,306) (10,913) (28,219) (28,219)
State Taxable Income $144,128 $47,433 $191,561 $45,958 $237,518
State Income Tax @ 6.672% $9,634 $3,165 $12,799 $3,066 $15,865
166 . 0 — 166 . 166
Net State Income Tax 89,468 7 $3;168 et 812,638 FEGEL 63,086 w1 $16,699
Additional Tax Depreciation 0 0 0 0
Other Schedule M Differences 0 0 0 0
Federal Taxable Income $135,168 $43,760 $178,928 $42,892 $221,820
Federal Tax @ 35% $47,309 $15,316 $62,625 $15,022 $77,647
ITC : 0 0 0 0 0
Current Faderal Tax T $47,309 L0-2$15,316.
Environmental Tax @ 0.12% L 882 1. $63:
ITC Adjustment
Deferral $0 $0
Restoration 2,039 , (54
Total ITC Adjustment 854,
Provision for Deferred Taxes 87,648 # ($19,068) - ($11,520)
Total Income Tax - 362,438 e ‘('3"431) ssi;g‘s'-r’ $80;0'9';B:
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Portiand General Electric Co

23-Mar-95 Adlustmenu tc@ Qrogon Reﬂl
05:28 PM ' Tést Yaar
Miscellaneous Corrections to Company Filing
ategory etiremen Legal Health Tnsurance
Inflation Deferral Advertising Savings Plan Escalation Escalation
. (s-1) (8-2) (8-3) (S-4) (8-5) (s-6)
Income Tax Calculations

33| Book Revenues $0 $0 $0 $0 $0 $0
34 (- Book Expenses Other than Depreciation (308) 0 (23) (1,230) (1,497) (314)
35| State Tax Depreciation 0 0 .0 0 0o - 0

" 36| Intereat (0) (0) (0) (1) (2) (0)
37| Book-Tax {Schedule M) Differences 0 0 0 0 0 -0
3s Stats Taxable Income $306 $0 $23 $1,231 $1,499 $314
39| State Income Tax @ 6.672% $20 $0 $2 $82 $100 $21
40| State Tax Credit
41( Net Stata Income Tax 820 Vrgin. o 80 . 82 PnREIT 81000 T+ B
42| Additional Tax Depmciétion 0 0 0 0 0 0
43| Other Schaduls M Differences
44 Federal Taxable Income $286 $0 $21 $1,149 $1,399 $203
45| Federal Tax @ 35% $100 $0 $8 $402 $490 $103
46| ITC 0 0 0 0 0 0
47| Current Federal Tax
48| Environmental Tax @ 0.12%
49| ITC Adjustment
50 Deferral
51 Restoration
52| Total ITC Adjustment T 80"
53| Provision for Deferred Taxes [ RER TN

| 54| Total Income Tax
N
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~7. Porbiand General Electrie Co, .-
Ad]uﬂmenb fo Or\ogon Reeulb

23-Mar-95
05:28 PM UE-B Tesl Yeat Based on 1995
. By (000) Wi
Miscellaneous Corrections to Company Filing
— Overhead Service wWiC ‘Managers Income Tax Load Variable
Billing Provider Costs  Improvements Del. Comp. Adjustments Forecast Power Costs
_ ($-7) (S-8) (5-9) (S-10) (S-11) (S-12) (S-13)
income Tax Calculations

33| Book Revenues $687 $0 $0 $0 $0 $4,932 $0
34| Book Expenses Other than Depreciation (73) 1,870 0 692 0 2,972 (13,445)
35| State Tax Depmcuahon 0 0 0 0 0 as . 0
36| Interest ] 2 17 1 56 84 (7
37| Book-Tax (Schedule M) Differences 0 0 0 0 (7.512) 0 0
38 State Taxable Income $760 ($1,872) ($17) ($693) $7,456 $1,701 $13,462
39| State Income Tax @ 6.672% $51 ($125) ($1) ($46) $497 $119 $898
40{ State Tax Cradit
41| Net State Incoms Tax $51 ($125) - Rt3)) : ($46) hidh o $407. $110 . $098
42| Additional Tax Depreciation 0 . 0 o] 0 0 0
43| Other Schedule M Differences
44 Federal Taxable Income $709 ($1,747) ($15) ($647) $6,451 $1,672 $12,563
45| Federal Tax @ 35% $248 ($611) . ($5) ($226) $2,258 $585 $4,397
46| ITC 0 0 0 0
47| Current Federal Tax pon $248 C(S811) L L 8337
48| Environmental Tax @ 0.12% ) B TL8R) O [
49| ITC Adjustment
S0| Deferral $0 $o $0 $0 $0 $0 $0
51 Restoration
52| Total ITC Adjustment )
53| Provision for Deferred Taxes EREANES 1]
54| Total income Tax L i.$5310

©38~-96



Ty

35
36
37

a8
a9
40
41
42
43
44
45
46
47
48
49
50
51
52

53

54

;_-imaﬂd General Electric Co, - .~
23-Mar-95 Ad]ustrmefits to Oregon nasutu
05:28 PM E-ao Teost Year' Based oh 1995
Ve (000) P .
Miscellaneous Supplemental Managers' Directors’
Electric Wage & Salary  Incentive Pay Executive Deferred Deferred Comp. Medical
Revenues Adjustment Adjustment Retirament Compensation & Pensions Insurance
(S-14) (S-15) (S-16) (S-17) (S-18) (S-19) ’ (5-20)
Income Tax Calculations .

Book Revenues - $1,469 $0 $0 $0 $0 $0 $0
Book Expenges Other than Depraciation (o] (425) (4,157) (1,957) (1,845) (204) (314)
State Tax Depreciation 0 0 o . 0 0 0 o
Interest 1 (3) (4) (3)
Book-Tax (Schedule M) Differences 0 0 0 0

State Taxable Income $1,468 $428 $4,161 $317
State income Tax @ 6.672% $98 $29 $278 $21
State Tax Cradit
Net State Income Tax : $98. . 429" Lo 278, ONEEL )
Additional Tax Depraciation 0 0 0 0
Other Schedule M Differences |

Federal Taxable Income $1,370 $399 $3,884 $296
Federal Tax @ 35% $480 $140 $1,359 $103
ITC 0 0 0 0
Current Federal Tax - $480 » $140; $1,359 . §103.
Environmental Tax @ 0.12% o ) 800 Lm0 85 50
ITC Adjustment .

Deferral $0 $o $0 $0

Restoration
Total ITC Adjustment L 80
Provision for Deferred Taxes BRI { Qs
Total Income Tax ‘$1847

G¢ 40 €1 39ovd
4 XIAGN3d4v
.
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23-Mar-95
05:28 PM

i Portland General Elegtrie Co,
Adjustments to Qregon Resufl
UE-88 Test Year

33

35
36
37

a8
a9
40
41
42
43
44
45
46
47
48
49
50
51
52

53

1 54

Income Tax Calcufations

Book Revenues

Book Expenses Other than Depreciation

State Tax Depreciation
Interast
Book-Tax (Schedule M) Differences

Stats Taxable income

State Income Tax @ 6.672%
State Tax Credit

Net State Incoms Tax

Additional Tax Dspreciation

Other Schedula M Differances
Federal Taxable Income

Federal Tax @ 35%
ITC

Current Federal Tax
Environmental Tax @ 0,12%
ITC Adjustment

Deferral

Restoration
Total ITC Adjustment

Provision for Defarred Taxes

Total income Tax

EPRI
Membership
Reptacement

(S-21)

()
0

Development

Advartising
Category "A"

$0

(106)
V]

(0)
0

$0
$0

$106

$7

80 ..

- 87

0

$99

$35

.. $95,
o 80,

$o

0,

_$42.

S¢ 40 H1 39vd
4 XIGN3ddv
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23-Mar-95
05:28 PM

‘Portiand General Ejectric Co;:

Power HVEA Energy Resource Energy PGC Equity Issuance Payroll
Smart Promotions Center (ERC) Efficiency Alloc/inflation Costs Tax Rate
(S-28) (S-29) . (8-30) (s-31) (S-32) (S-33) (S-34)
Income Tax Calculations
33| Book Revenues $0 $0 $0 ($3,832) $0 $0 $0
34| Book Expenses Other than Depreciation (113) (1,255) (211) (1,676) (196) 0 (19)
35| State Tax Depreciation 0 0 0 0 0 0 0
36| Interest o) (1) ((0)] 750 (0) (0) (0)
37| Book-Tax (Schedula M) Differsnces 0 0 0 0 0 0 0
38|  State Taxable Income $113 $1,256 $211 ($3,005) $196 $0 $19
39| State Income Tax @ 6.672% s8 $84 $14 ($201) $13 $0 $1
40| State Tax Credit
41| Net State Income Tax $8 $64. w814 T L (s201) .8t
42} Additional Tax Depreciation 0 0 0 0 0 0 0
43| Other Schedule M Differences
44 Federal Taxable Income $106 $1,172 $197 ($2,805) $183 $0 $18
45| Federal Tax @ 35% $37 $410 $69 ($982) $64 $0 $6
46| ITC 0 0 0 0 0 0 0
47| Current Federal Tax $37 o 410, ’
48| Environmental Tax @ 0.12% .80 oo 8T
49| ITC Adjustment -
50| Defemral $0 $0 $0
51 Restoration
52| Total ITC Adjustment e B0 i, o 80 R Y
53| Provision for Deferred Taxes SO | Nt ) o
[ 54| Total Income Tax $45 - o 4408 oo oo 883 . ($Y,188) i i877 80 . s8

¢38-G6



_Portiand General Electrie Co;

23-Mar-95 Adjustments to-Oregon Resu
0528 PM UE-88 Test Year Based oh 1998
Revised Non-Fue) Remove Trojan Trojan Decommissioning
Interest from Materials Boardman Trojan Plant Salvage Trust Accrual
ROR Change & Supplies Gain Accel. Overtime Reclassification Recovery Reduction
(S-35) (S-38) (5-37) (5-45) (S-46) (S-47) (S-48)

Income Tax Calculations
33| Book Revenues $0 $0 £0 $0 $0 $0 $0
34| Book Expanses Other than Depreciation 0 0 0 (405) 0 0 0
35| State Tax Depreciation 0 0 0 0 0 0 (1,072)
36| Intarast (1,136) (21 (383) - (3) 0 (134) 122
37| Book-Tax (Schedula M) Differences 0 . 0O 0 0 0 0 (3,381)
as State Taxable Income $1,136 $21 $383 $408 $0 $134 $4,331
39| State Income Tax @ 6.672% $76 $1 $26 $27 $0 $9 $289
40| State Tax Credit
41| Net State income Tax $78 . B 3 B ©.$26 O AR ¢ PR PR 1} L.-$289
42) Additional Tax Depreciation 0 o 0 0 0 0 0
43| Other Schedule M Differences 0 0 0 0 0 0
44 Federal Taxable income $4,042
45| Federal Tax @ 35% $1,415
46) ITC 0
47| Current Federal Tax
48| Environmental Tax @ 0.12%
49| ITC Adjustment
50 Deferral
51 Restoration
521 Total ITC Adjustment
53| Provision for Deferred Taxes
54 T AT

Total Income Tax

4 XIGN3ddY
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PorAnd General EI6cts G0,
23-Mar-95 djustivenits to Orenon Réaut
05:28 PM UE:88 Test Ye: "',B:g_s'e'd 995
Remove Plugging, Remove Additional Remove Trojan  Update Trojan Reduce
. Sleaving, Analysis  Trojan Fixed Costs  Power Cost Plant Income Trojan Discretionary
~ & Reactor Pump to Reach 86.9% Deferral Tax Write-off  Intangible Asset  Costs by 1% Total
(8-49) (S5-50) (S-51) (5-52) (8-53) Adjustments
incoms Tax Calculations N
Book Revenues $0 $0 $0 $0 $0 $0 $3,256
Book Expenses Other than Dapreciation 0o (342) 0 0 0 (1,584) ($27,751
State Tax Depraciation 0 {3,655) . 0 0 0 0 ($4,642)
Interest : (630) (756) 922 240 1] (2) ($871
Book-Tax (Schedule M) Diffarences 0 . 4,440 0 (4,460) 0 0 ($10,913
38 State Taxable Income $630 $313
39| State Income Tax @ 6.672% $42 $21
40| State Tax Credit
41| Net State Incomse Tax ;... %42 $21. Gl 83,168
42| Additional Tax Depreciation 0 0
43} Other Schedule M Differences 0 0
44 Federal Taxable Income
45| Faderal Tax @ 35%
46| ITC
47| Current Federal Tax
48| Environmental Tax @ 0.12%
49! ITC Adjustment
50 Defarral
51 Restoration
52| Total ITC Adjustment
53| Provision for Deferred Taxes
Total incoms Tax +$820¢ i

54

Ss¢ 40 L1 3Vd
4 XIAON3ddv

22e-36



s¢ 40 81 39vd
4 XI1aNIddv

% OF

AMOUNTS CAPITAL COST COST
Long Term Debt $964,369 49.14% 7.71% 3.79%
Preferred Stock 106,370 5.42% 8.27% 0.45%
Common Equity 891,644 45.44% 11.60% 5.27%
Total $1,962,383 100.00% RN
Revenues 1.00000
O&M - Uncollectibles/OPUC Feo® 0.00430 *  Uncollectible Rate 0.00230
Other Taxes-Franchise 0.02100 OPUC Fea 0.00200
Shont-Term Interest 0.00000 Total 0.00430
Other Taxes 0.00000
State Taxable Income 0.97470 ** State Income Tax
N Montana (.0675°.050008) 0.00338
State Income Tax @ 6.672%"* Sam0.06604: Oregon (.0660°.959764) 0.06334
Total 0.06672
Federal Taxable Income 0.90967
Federal Income Tax @ 35% 0.31838

ITC
Current FIT

ITC AdjustmenVEnv. Tax

Total Income Taxes _
Total Revenus Sensitive Costs
Utility Operating Income

Net-to-Gross Factor

0.59019

[ 1.69436)

¢38-S6
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23-Mar-95 : PORTLAND GENERAL ELECTRIC CO. .
05:45 PM umimary:of Adjusted Oregon Results:
UE-88:Test Year Bas
$(000):
1996 Required Results
Per Change for at
Company 1996 Reasonable Reasonable
Filing Adjustments Adjusted Return Return
. (1) (2) () (4) (5)

1 |Operating Revenues ’

2 Sales to Consumers $910,200 ($10,372) $899,828 et 1) 650; $955,378

3 | Other Revenues 8,719 2,436 11,155 11,155

4 Total Operating Revenues $918,919 ($7,936) $910,983 $55.550 $966,533

5 |Operating Expenses and Taxes

6 Operation & Maintenance .

7 Net Variable Power Costs $378,238 (566,424) $311,814 $0 $311,814

8 Fixed Power Costs 73,745 0 73,745 0 73,745

9 Other Oper.& Maint. 152,949 (12,865) 140,084 239 140,323
10 Total Operatlon & Maintenance $604,932 ($79,289) $525,643 $239 $525,882
11 Depreciation & Amortization 124,955 26,846 161,801 0 151,801
12 Taxes Other than Income 49,092 (1.467) 47,625 1,167 48,792
13 Income Taxes 43,748 15,821 59,569 21,354 80,923
14
15 Total Operating Expenses and Taxes 3822 727 ($38,089) $784,638 $22,760 $607,398
16 |Utility Operating Income i $96,192: e $30,1838 Vil §926,346 %: 2 $169,130

————

17 |Average Rate Base
18 Utility Plant in Service $2,778,739 ($162,981) $2,615,759 $0 $2,615,759
19 Accumulated Depraciation (1,200,062) < 78,752 (1,121,310) 0 (1,121,310}
20 Accumulated Deferred Income Taxas (241,948) 141,668 (100,280) 0 (100,280
21 Accumulated Deferred Inv. Tax Credit (50,164) 8,252 (41,912) 0 (41,912
22 Net Utility Plant $1,286,565 $65,692 $1,352,257 $0 $1,352,257
23 Energy Efflclency 59,853 47,856 107,709 0 107,709
24 | Boardman Gain (60,904) (54,916) (115,820) 0 (1185,820)
25 Deferred Trojan Investment 268,921 (44,082) 224,839 0 224,839
26 Materials & Supplies - Fuel 14,810 0 14,810 0 14,810
27 - Other 27,205 (5,827) 21,378 0 21,378
28 Working Cash 39,388 (1,882) 37,506 1,036 38,542
29 Misc. Deferred Debits 27,498 0 27,499 0 27,498
30 Misc. Deferred Credits (16,196) 2,931 (13,265) 0 (13,265)
31 Total Average Rate Base ©. $1,647,140 P 89,656,912 -7 '81,667,047
32 of Return 5.84% 7.63% 0%
33 ed Return on Equity 3.08% 7.36% 1%

©6¢8-96
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23-Mar-95

Pt ]

05:45 PM
Miscellaneous Corrections to Company Flling
PGC EFRI Category 'C’ ‘Retirement Legal Health Tnsurance
Inflation Deferral Advertising Savings Plan Escalation Escalation
(S-1) (S-2) (5-3) (S-4) (8-5) (S-6)

1 |Operating Revenuss

2 Sales to Consumers $0 $0 $0 $0 $0 $0

3 Other Revenues 0

4 Total Operating Revenues $0 $0 $0 $0 $0 $0

5§ |Operating Expenses and Taxes '

6 Operation & Maintenance

7 Net Variable Power Costs $0 $0 $0 $o $0 $0

8 Fixed Power Costs

9 Other Oper.& Maint. (628) 0 (24) (1,488) {160) (702)
10 Total Operation & Maintenance ($628) $0 ($24) ($1,488) ($160) ($702)
1 Depreciation & Amortization 0 0 0 0 0 0
12 Taxes Other than income (15) 0 0 0 0 0
13 Income Taxes 254 (0) 9 588 63 277
14
15 Total Operating Expenses and Taxes ($389) ($0) ($15) {$900) ($97) ($425)
168 |Utility Operating Income $389 $0 $15 $900 $97 $425
17 |Average Rate Base
18 Utility Plant in Service $0 $0 $0 $0 $0 $0
19 Accumulated Depreciation 0 0 0 () 0 0
20 Accumulated Deferred Income Taxes 0 0 0 0 0 0
21 Accumulated Deferred inv, Tax Credit 0 0 0 0 0 0
22 .| Net Utility Planmt $0 $0 $0 $0 $0 $0
23 Energy Efficiency
24 Boardman Gain 0 0 o] 0 0 0
25 Trojan Investment
26 Materials & Supplies - Fuel
27 - Other
28 Working Cash (18) 0) M (41) 4) (19)
29 | Misc. Deferred Debils )
30 Misc. Defarred Credits
31 Total Average Rate Base ($18) ($0) ($1) ($41) ($4) ($19)
32 Revenue Requirement Effect ($662) $0 ($25) ($1,532) ($165) ($723)

¢sg-Ge



23-Mar-95
05:45 PM

Portiand General Electric Co.”
“ummﬁnnosum i

Miscallaneous Corrections to Company Filin

Overhead Service wicC Manage r Income Tax Load Variable
Billing Provider Costs  Improvements Def. Comp. Adjustments Forecast Power Costs
(S-7) (S-8) (8-9) (s-10) (8-11) (S-12) (S-13)
1 |Openrating Revenues
2 Sales to Consumers $0 $0 $0 $0 $0 $1,854 $0
3 Other Revenues 688
4 Total Operating Revenues $688 $0 $0 $0 $0 " $1,864 $0
5 |Operating Expanses and Taxes .
] Operation & Maintenance:
7 Net Variable Power Costs $0 $0 $0 $0 $0 $1,198 ($59,543)
8 Fixed Power Costs
9 Other Oper.& Maint. (71) 2,953 0 808 0 239 0
10 Total Operation & Maintenance (s71). $2,053 $0 $808 $0 $1,437 ($59,543)
11 Depreciation & Amortization 0 75
12 Taxes Other than Income 0 0 0 0 0 68 0
13 Income Taxes 299 (1,166) (6) (319) (607) a0 23,516
14 : .
15 Total Operating Expenses and Taxes $228 $1,787 ($6) $489 ($607) $1,660 ($36,027)
16 |Utility Operating Income $460 ($1,787) $6 ($489) $607 $104 $36,027
17 |Average Rate Base ‘
18 Utility Plant in Service $0 $0 $690 $0 $0 $1,863 $0
19 Accumulated Depreciation 0 (276) (75)
20 Accumulated Deferred Income Taxes 0 3,483 0
21 Accumulated Deferred Inv, Tax Cradit 0 0 0 0 0 0 0
22 Net Utility Plant $0 $0 $414 $0 $3,483 $1,788 $0
23 Energy Efficiency 0 o ) 0 o 1]
24 Boardman Gain 0 0 o] 0 0 0 0
25 Trojan Investment
26 Materials & Supplies - Fuel
27 « Other (o] 0 . 0
28 Working Cash 10 81 (0) 22 (28) 78 (1,788)
29 Misc. Defarred Debits 0
o, % W% 30 Misc. Defarrad Cradits
> i' f )
ﬂ ﬁ 31 Total Average Rats Base $10 $81 $414 $22 $3,455 $1,864 ($1,788)
NS = Revenue Requirement Effect ($717) $3,041 $57 $832 ($467) ($26) ($61,334)
o >
m-n
W
w -
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23-Mar-95
05:45 PM

T . Portiand Gensrai Electric Co.
. Adjustments t5 Otegon Resutts
E-88 Tést Year Based on 1096

P (000) ......
Miscellaneous Supplemental Managers' Directors’
Electric Wage & Salary  Incentive Pay Executive Deferred Deferrsd Comp. Medical
Revenues Adjustment Adjustment Retirement Compensation & Pensions Insurance
(S-14) (S-15) (S-16) (S-17) (S-18) (S-19) (S-20)

1 [Operating Revenues :

2 Sales to Consumers $0 $0 $0 $0 $0 $0 $0

3 Other Ravenues 1,504

4 Total Operating Revenues $1,504 $0 $0 $0 $0 $0 $0

5 |Operating Expenses and Taxes

6 Operation & Maintenance .

7 Net Variable Power Costs $0 $0 $0 $0 $0 $0 $0

8 Fixed Power Costs

9 Other Oper.& Maint. 0 (702) (3,861) (2,046) (2,172) (194) (748)
10 Total Operation & Malntenance $0 . ($702) ($3,861) ($2,046) ($2,172) ($194) ($748)
1 Depreciation & Amortization 0 ) o 0
12 Taxes Other than Income 0 (77 (425) o o (] (o]
13 Income Taxes 593 3an 1,692 772 850 77 300
14
15 Total Operating Expenses and Taxes $593 ($468) ($2,593) ($1,274) ($1,322) ($117) ($448)
16 |Utllity Operating Income $911 $468 $2,593 $1,274 $1,322 $117 $448
17 |Average Rate Base
18 Utility Plantin Service $0 ($233) $0 $o $0 $0 ($276)
19 Accumulated Depraciation 0 0 0 (o)
20 Accumulated Defsrred Income Taxea 0 (4] 0 0
21 Accumulated Deferred Inv. Tax Credit 0- 0 0 0 0 0 0
22 | Net Utility Piant $0 ($233) $0 ' $0 $0 $0 ($276)
23 Energy Efficiency o 0 0
24 Boardman Gain 0 0 0 1] 0 0 0
25 Trojan Investment
26 Materials & Supplies - Fuel
27 - Other 0 ) 0 (]
28 Working Cash 27 (21) (118) (58) (60) (5) (20)
29 Misc. Deferred Debits
30 Misc. Deferred Credits 2,339 542 0

v
3t Totat Average Rate Base $27 ($254) {$118) $2,331 $482 ($5) ($296)
32 Revenue Requirement Effect ($1,539) ($834) ($4,413) ($1,780) ($2,162) ($200) ($908)

G6¢ 40 22 39vd
34 X1AON3ddv
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23-Mar-95
05:45 PM

EPRI
Membership Escalation Non-Labor Community Market Cs2 Advertising
Replacement Rate Update Cust, Accts, Development Intelligence Project Category "A"
(8-21) (S-22) (S-23) (S-24) (S-25) (S-26) (8-27)

1 |Opemting Revenues )

2 Salea to Consumers $0 $0. $0 $0 $0 $0 $0

3 Other Revenues . )

4 Total Operating Revenues $0 $0 $0 $0 $0 $0 $0

5 |Operating Expenses and Taxes

6 Opemtion & Maintenance

7 Net Variable Power Costs $0 $0 $0 $0 $0 $0 $0

8 Fixed Power Costs

9 Other Oper.& Maint. 0 (1,594) (108) (286) (212) (700) (373)
10 Total Operation & Maintenance $0 ($1,594) ($108) ($286) ($212) ($700) ($373)
" Depreciation & Amortization . (o) ‘ (2,562)
12 Taxes Other than Income 0 o 0 (18) (16) o] o]
13 Income Taxes (0) 629 43 119 90 . 1,369 147
14
15 |  Total Operating Expenses and Taxes ($0) ($965) ($65) ($183) {$138) ($1,893) ($226)
16 |Utility Operating Income $0 $965 $65 $183 $138 $1,803 $228
17 |Average Rate Base
18 Utility Plant in Service $0 $0 $0 $0 $0 ($8,400) $0
19 Accumulated Depreciation o 1,469
20 Accumulated Deferred Income Taxes 0 (490)
21 Accumulated Deferred Inv. Tax Credit 0 0 0 0 0 0 0
22 Net Utility Plant $0 $0 $0 $0 $o ($7,421) $0
23 Energy Efficiency 0 0 0 0 0 0 0
24 Boardman Gain 0 0 0 (] 0 0 0
25 Trojan investment
26 Materials & Supplies - Fuel
27 - Other o 0 i
28 Working Cash (0) (44) (3) (8) (6) (e6) (10)
29 Misc, Defarred Debits

530, Misc. Deferred Credits
1'a31 Total Average Rate Base ($0) ($44) ($3) " ($8) ($6) ($7,507) ($10)

32 Revenue Requirement Effact $0 ($1,841) ($111) ($311) ($235) ($4,428) ($384)
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23-Mar-95

05:45 PM
Power HVEA Energy Resource Energy PGC Equity Issuance Payroll
Smart Promotions Center (ERC) Efficiency Allocation Costs Tax Rate
(S-28) {S-29) (S-30) (5-31) (8-32) (S-33) (S-34)
1 |Openating Revenues
2 Sales to Consumers $0 $0 $0 ($12,226) $0 $0 $0
3 Other Revenues 0 244
4 Total Operating Revenues $0 $0 $0 ($11,982) $0 $0 $0
5 |Operating Expenses and Taxes
6 Operation & Maintenance
7 Net Variable Power Costs $0 $0 $0 ($8,079) $0 $0 $0
8 Fixed Power Costs 0 0 0
9 Other Oper.& Maint. (112) (1,449) (211) 3,143 (210) 0
10 Total Operation & Maintenance ($112) ($1,449) ($211) ($4,936) ($210) $0 $0 -
11 Depraciation & Amortization (2,100)
12 Taxes Other than Income (5) (61) -0 (257) 0 0 (379)
13 Income Taxes ) 46 596 83 (3,394) 83 1 151
14
15 Total Operating Expenses and Taxes ($71) ($914) ($128) ($8,586) ($127) {$2,099) ($228)
16 |Utility Operating Income 7 $914 $128 ($3,396) $127 $2,099 $228
17 |Average Rate Base
18 Utility Plantin Service $0 $0 $0 $0 $0 $0 ($81)
19 Accumulated Depreciation
20 Accumulated Deferred Income Taxes ) 0
21 Accumulated Deferred Inv. Tax Credit 0 0 0 0 0 0 0
22 Net Utility Plant $0 $0 $0 $0 $0 $0 ($81)
23 Energy Efficiency (o] 0 0 47,856 0 o] 0
24 Boardman Gain 0 0 0 o] 0 0 1]
25 Trojan Investment 0
26 Materials & Supplies - Fuel
27 - Other o
28 Working Cash (3) (42) (6) (391) (6) (95) (10)
29 Misc, Deferred Debits
30 Misc. Deferred Credits
31 Total Averags Rate Base {$3) ($42) ($6) $47,465 ($6) ($95) ($91)
32 Revenue Requirement Effect ($120) ($1,555) ($217) $13,473 ($216) ($3,571) ($401)
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23-Mar-95

05:45 PM
Revised Non-Fuel Remove Trojan Trojan Decommissioning
Interest from Materials Boardman Trojan Plant Salvage Trust Accrual
ROR Change & Supplies Gain Accel. Overtime - Reclassification Recovery Reduction
{5-35) (S-36) (5-37) (S-45) (S-46) (S-47) (S-48)
1 |Operating Revenues
2 Sales to Consumers $0 $0 $0 $0 $0 $0 $0
3 Other Revenues
4 Total Operating Revenues $0 $0 $0 $0 . $0 $0 $0
S |Operating Expenses and Taxes
6 Operation & Maintenance
7 Net Variable Power Costs $0 $0 $0 $0 $0 $0 $0
8 Fixed Power Costs
9 Other Oper.& Maint. 0 0 0 (310) 0 0 0
10 Total Operation & Maintenance $0 $0 $0 {$310) $0 $0 $0
11 | Depreciation & Amortization 36,417 0 0 (353) (1,072)
12 Taxes Other than Income 0 0 0 (34) 0 0 0
13 Income Taxes 644 16 (14,888) 139 0 189 390
14 .
15 Total Operating Expenses and Taxes $644 $16 $21,529 ($205) $0 ($164) ($682)
16 |utility Operating Income ($844) ($16) ($21,529) $205 $0 $164 $682
17 |Average Rats Base )
18 Utility Plant in Service $0 $0 $0 ($200) ($155,182) $0 $0
19 Accumuiated Depraciation 0 0 77,634 0 0
20 Accumuiated Deferred income Taxes 22,149 0 93,796 0 (1,627)
21 Accumulated Deferred Inv. Tax Credit 0 0 0 0 8,252 0 0
22 Net Utility Plant $0 $0 $22,149 ($200) $24,500 $0 ($1,627)
23 Energy Efficiency (o] 0
24 Boardman Gain o] 0 (54,916) o] (0] ‘ 0 0
25 Trojan Investment (19,762) (3,315) 3,908
26 Materials & Supplies - Fuel
27 - Other {1,089) (4,738)
28 Working Cash 29 1 980 9) 0 7 (31)
- 29 Misc. Deferred Debits 0 0 0 0 (o]
> % w 30 | Misc. Deferred Credits 0 0 0 0 0
ﬁ% E‘ ‘1 31 Total Averags Rate Base $29 {$1,088) ($31,787) " ($209) $0 ($3,322) $2,250
N — . - " —
wn :’-—2 32 Revenus Requirement Effect $1,005 ($149) $31,309 {$382) $0 ($818) ($789)
o ;
T
N
\%,}

. .
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23-Mar-95
05:45 PM

“UE-88.Test Year Based oni'1
(000).15 -

ey

- Poriiand General Electc Co; -
Ad]ustmisnts to Oregon Resutts

Aemove Plugging, Remove Additional Remove Trojan  Update Trojan Reduce
Sleeving, Analysis Trojan Fixed Costs  Power Cost Plant Incoms Trojan Discretionary
& Reactor Pump to Reach 86.9% Deferral Tax Write-off  Intangible Asset  Costsby 1% Totai
(5-49) (5-50) (8-51) (S-52) {S-53) Adjustments

1 {Operating Revenues

2 Sales to Consumers $0 $0 $0 $0 $0 $0 ($10,372]

3 Other Révenues 2,436

4 Total Operating Reventes $0 $0 $0 $0 $0 $0 ($7,936

§ |Operating Expsnses and Taxes

8 Operation & Meaintenance ,

7 Nst Variable Powsr Costs $0 $0 $0 $0 $0 $0 ($66,424

8 Fixed Power Costs 0

9 Other Oper.& Maint. 0 () 0 0 0 (1,639) _ (12,865)
10 Total Operation & Maintenance $0 ($9) $0 $0 $0 ($1,639) (79,289)
1 Depreciation & Amortization (1,638) (1,921) 0 0 0 0 26,846
12 Taxes Other than Income 0 (250) 0 0 0 0 (1,467)
13 Income Taxes 893 725 (367) (115) 0 647 15,821
14
15 Total Operating Expenses and Taxes ($745) ($1,455) ($367) ($115) $0 ($992) ($38,089)
16 |Utility Operating Income $745 $1,455 $367 $115 $0 $992 $30,153
17 |Average Rate Base .
18 Utility Plantin Service $0 $0 $0 $0 ($1,162) $0 ($1 62.9811
19 Accumulated Depreciation 0 0 [ 0 0 0 78,752
20 Accumulated Deferred Income Taxes 0 0 24,357 0 0 0 141,668
21 Accumutated Defarred Inv, Tax Credit 0 0 0 0 0 .0 8,252
22 Net Utility Plant $0 $0 $24,357 $0 ($1,162) $0 $65,692
23 Energy Efficiency 47,856
24 Boardman Gain 0 0 0 0 0 0 (54,916
25 Trojan Investment (15,619) (18,536) 8,080 1,162 0 (44,082
26 Materials & Supplies - Fuel 0
27 - Other . (5.827)
28 Working Cash (34) (66) ) (5) 0 (45) (1,882)

129 Misc. Deferred Debits 0 0 0 0 0 0 0

30 Misc. Daferred Credits 0 0 0 0 0 0 2,031
31 Total Average Rate Base ($15,653) ($18,602) $24,340 ~ $8.075 $0 ($45) $9,772]
32 Revenue Requirement Effect ($3,808) ($5,491) $3,337 $1,119 $0 ($1,687) ($49,501)
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23-Mar-95
05:45 PM

PO

1996 Required Resulis
Per Change for at
Company 1996 Reasonable Reasonable
Filing Adjustments Adjusted Return Return
Income Tax Calculations {1) {2) (3) (4) (5)

Book Revenues $918,919 ($7,936) $910,983 $55,550 $966,533
Book Expenses Other than Depraciation 654,024 (80,756) 573,268 1,406 574,674
State Tax Depreciation 124,955 (4,556) 120,399 120,399
Interest 64,570 (1,259) 63,311 40 63,350
Book-Tax (Schedule M) Differences (27,907) (3,252) (31,159) (31,159]

State Taxable Income $103,277 $81,887 $185,164 $54,104 $239,269
State Income Tax @ 6.672% $6,903 $5,464 $12,367 $3,610 $15,977
State Tax Credit 83 83 83
Net State Income Tax 00 86,8200 | s 812288 | Uisam0 $15,094
Additional Tax Depreciation 0 0 0 0
Other Schedule M Differences 0 0 0 0

Federal Taxable Income $96,985 $75,896 $172,881 $50,494 $223,375
Federal Tax @ 35% $33,946 $26,564 $60,510 $17,683 $78,193
ITC 0 0 0 0 0
Current Federal Tax Hi 0.$33,048 7 $60,610; i, 878,193
Environmental Tax @ 0.12% LD | | 114164

ITC Adjustment
Deferral
Restoration

Total ITC Adjustment

Provision for Deferred Taxes

Total Income Tax

16,821
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Portiand General Electric Co, ..: _

23-Mar-95 . © ' Adjuetments to Oregon Results
05:45 PM . UE-88 Test Year.Based on 1996".
i s 000Y i gt
Miscellaneous Corractions to Company Fﬂr}gﬁ
PGC EPRI Category 'C' Reliremen Legal HeallR Tnsurance
Inflation Deferral Advertising Savings Plan Escalation Escalation
(S-1) (5-2) (8-3) (S-4) {S-5) (S-6)
Income Tax Calculations
33| Book Revenuas $0 $0 $0 €0 $o $0
34| Book Expenses Other than Depreciation (643) 0 (24) (1,488) (160) (702)
35| State Tax Depreciation 0 0 0 0 0 0
36| Interest (1) (0) . {0) (2) (0) )
37| Book-Tax (Schedule M) Differences 0 0 0 0 0 0
38 State Taxable incoms $644 $0 $24 $1,490 $160 $703
39| State Income Tax @ 6.672% $43 $0 $2 $99 $11 $47
40| State Tax Credit
41| ‘NetStateincomeTax |~ 843 L i s 80 5 NSOV X 2} RN 2 ) | b 84T
42| Additional Tax Depreciation 0 0 0 () 0 0
43| Other Schedule M Differances
44 Federal Taxable Income $601 $0 $22 $1,390 $149 $656
45| Federal Tax @ 35% $210 $0 $8 $487 $52 $230
46| ITC 0 0 0 0 0 0 -
47| Current Federal Tax v . §210 - 808 i i 98 . 852 $230
48| Environmental Tax @ 0,12% N R SR | 80 $0 o
49! ITC Adjustment
50| Deferral $0 . $o $0 $0 $0 $0
51 Restoration
52| Total ITC Adjustment %0 . 30 ..
$3| Provision for Deferred Taxes .. $0 50"
54| Total Income Tax _$254° 8217

4 XIGNIddv
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23-Mar-95

05:45 PM
Misceltaneous Corrections to Company Fifing
Overhead —Service WTC Managers/Dir. Income Tax Load Variable
Billing - Provider Costs  Improvements Def. Comp. Adjustments Forecast Power Costs
(S-7) (S-8) (S-9) (S-10) (S-11) (S-12) (8-13)
Incoma Tax Calculations

33| Book Revenues $688 $o0 $0 $0 $0 $1,854 $0

34| Book Expenses Other than Depreciation (71) 2,953 o] 808 0 1,505 (59,543)

35| State Tax Depreciation 0 0 0. 0 0 75 0

36| Interest 0 3 16 1 132 (Al (68)

37| Book-Tax (Schedule M) Differences 0 0 0 0 (1,740) 0 0

38|  State Taxabls Income $759 ($2,956) (s16) ($809) $1,608 $203 $59,611

39| State Income Tax @ 6.672% $51 ($197) ($1) ($54) $107 $14 $3,977

40| State Tax Cradit .

41| Net State Income Tax LS8 (RIBT) 1 e (1) i L ($54) SREEIECESI0T o4 - 88,977

42| Additional Tax Depreciation 0 0 o] 0 0 0

43| Other Schedule M Differences

44 Federal Taxable Income $708 ($2,759) ($15) $189 $55,634

45| Federal Tax @ 35% $248 ($966) $66 $19,472

46| ITC 0 0 0 0
. 47| Current Federal Tax i G248 v P 819,472

48| Environmental Tax © 0.12% B ) | - $87:

49| ITC Adjustment

50| Deferral $0 $0 $0 $0 $0 $0 $0

51 Restoration

52| TotalITC Ad]us‘meﬂt s FBUL gt B ARTRSTE L IR -"isok rih »«50 RSN, 1o L $0

53| Provision for Deferred Taxes ¥y J

54| Total Income Tax

e
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05:45 PM
Miscel!a;teous Supplemental Managers' Directors’
Electric Wage & Salary  Incentive Pay Executive Deferred Defarrad Comp. Medical
Revenues Adjustment Adjustment Retirement Compensation & Pensions Insurance
(S-14) (S-15) (S-16) (817) (S-18) (S-19) (5-20)
incoma Tax Calculations

33| Book Revenues $1,504 $0 $0 $o $0 $0 $0
34| Book Expenses Other than Depreciation 0 (779) (4,286) {2,046) (2,172) (194) (748)
35| State Tax Depreciation 0 1) 0 0 o] 0 0
36/ Interest 1 (10) (5) 89 18 (] (1)
37 Book-Tax (Schedule M) Differences 0 0 0 0 0 0 0
38 State Taxable Income $1,503 $789 $4,290 $1,957 $2,154 $194 $759
39| State income Tax @ 6.672% $100 $53 $286 $131 $144 $13 $51
40| State Tax Credit '

41} Net State income Tax $100 <. 4§58 - . $288 8131 i 8144 O 1 | T 851,
42| Additional Tax Depraciation 0 . o 0 0 o] 0 0
43| Other Schedula M Differences

44 Federal Taxabla Income $1,403 $736 $4,004 $1,826 $2,010 $181 $709
45| Federal Tax @ 35% $491 $258 $1,401 $639 $703 $63 $248
48] ITC 0 0 : 0 0 0 0 0
47| Current Federal Tax A1 B8O L Ta e S288, 0 T 81,407 Y, pes et 8248,
48| Environmental Tax © 0.12% K 2 SRR O 1 ST ‘o
49| ITC Adjustment ’

50{ Defsrral $0 $0 $0 $0
51 Restoration

§2| Total ITC Adjustment L 80 . §0 e ()
53| Provision tor Deferred Taxes ERTS AR T BERTRCRREE | SRS AR 1\ SN S - $0
54| Total Income Tax 18509 - © i ¢agq i 1er 3 - $300

\r :
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23-Mar-95

05:45 PM
EPRI
Membership Escalation - Non-Labor Community Market cs2 Advertising
Replacemant Rate Update Cust, Accts, Development Intefligencs Project Category "A*
. (S-21) (S-22) (S-23) (S-24) (S-25) (S-26) (S-27)
Income Tax Calculations ’
33| Book Revenues $0 £0 $0 $0 $0 $0 $0
34| Book Expensas Other than Depreciation 0 (1,594) (108) (302) (228) (700) (373)
35| State Tax Depreciation 0 0 0 - ’ 0 0 0 0
36| Interest ) @) © . () (0 (287) (0)
37| Book-Tax (Schedule M) Differences 0 ' 0 0 0 0 0 0
as State Taxable Income $0 $1,596 $108 $302 $228 $987 $373
39| State Income Tax @ 6.672% $0 $106 $7 $20 $15 $66 $25
40| State Tax Credit
41| Net State Income Tax C 80 . 8106, oo i 87 5: i 808 Wi L. 828
42| Additional Tax Depreciation 0 0 . 0 0 0 0 0
43| Other Scheduls M Differances '
44 Federal Taxable Income $0 $1,489 $101 - $282 $213 $921 $348
45| Federal Tax @ 35% : $122
46| ITC 0
47| Current Federal Tax 8122
48| Environmental Tax @ 0.12% w800 LT MG LR LA e BEN IR SR e e 8 - 30
49| ITC Adjustment
50| Deferral $0
51| Restoration
52| Total ITC Adjustment
53| Provision for Deferred Taxes
§4| TotalincomeTax  [HEEESh. G 80 T SBChEeeel ol T4y L UTTHIN E4qey (REISORLT el WO Eeame W $147

638-96
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.. Portiand-General Electric Co. .
23-Mar-95 . Adjustments to Oregon Results
05:45 PM UE-aa Tost Ysat‘ Baeed on 1996
(000) - i
Power HVEA Energy Resource Energy PGC Equity tssuance Payroll
Smart Promotions Center (ERC) Efficlency Alloc/Inflation Costs Tax Rate
(S-28) (s29) - (S-30) (S-31) (S-32) (S-33) (S-34)
Income Tax Calculations
Book Revenues $0 ' $0 $0 ($11,982) £0 $0 $0
Book Expensaes Other than Depreciation (117) (1,510) (211) (5,192) (210) (379)
35| State Tax Depreciation 0 0 0 0 0 0
36| Interest (0) 3)
37| Book-Tax (Schedule M) Differences 0 0
as State Taxable income $117 $382
39| State Income Tax @ 6.672% $8 $26
40| State Tax Credit
Net State income Tax 88 - - 8101 L L 1A il o($5TA) o $28;
Additional Tax Depreciation g . 0 0 o] 0 o 0 o
-Other Schedule M Differences - .
Federal Taxable Income $109 $1,411 $197 ($8,029) $196 $3 $357
Federal Tax @ 35% $38 $494 $69 ($2,810) $125
ITC .0 0 0. 0 0
Current Federal Tax RERE AT ”a M “9‘ L 389 e (32'810) : 3125
48| Environmental Tax @ 0.12% SR | AR i g0
49| ITC Adjustment
50 Defarral $0 $0
51 Restoration
52| Total ITC Adjustment . USRI ' 2
53| Provision for Defetred Taxes
54| Total income Tax R 1L

S¢ 40 Z¢ 3IdVd
3 XIAN3ddvY
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23-Mar-95

05:45 PM
Revised Non-Fuel Remove Trojan Trojan Decommissioning
Interest from Materials Boardman Trojan Plant Salvage Trust Accrual
ROR Change & Supplies Gain Accel. Overtime Reclassification Recovery Reduction
(S-35) (S-36) (S-37) (S-45) (S-46) (S-47) (S-48)
Income Tax Calculations

33| Book Revenues $0 $0 $0 $0 $0 $0 $0
34| Book Expenses Other than Depreciation 0 0 0 (344) 0 0 0
35| State Tax Depreciation 1] o 0. 0 ] 0 (1,072)
36| Interest (1,632) (42) (1,215) (8) ) u2n. 86
37| Book-Tax (Schedute M) Differences 0 0 0 0 0 0 (1.517)
3as State Taxable Income $1,632 $42 $1,215 $352 $0 $127 $2,503
39| State Income Tax @ 68.672% $109 $3 $81 $23 $0 $8 $167
40| State Tax Cradit
41| Net State Incoms Tax ) ‘109 i RO sa R .\ sa" : I ’ 3167
42| Additional Tax Depreciation O 0 0 o -0 o 0
43! Other Schedule M Differences 0 0 0 0 0 0
44 Federal Taxable Income $1,523 $39 $1,134 $329 $0 $118 $2,336
45| Federal Tax @ 35% $533 $14 $397 $116 $0 $41 $818
46| ITC
47| Current Federal Tax
48| Environmental Tax @ 0.12%
49! ITC Adjustment
50 Deferral
51 Restoration
52| Total ITC Adjustment
531 Provision for Deferred Taxes
54| Total Income Tax

i

=
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23-Mar-95

~ ¥

05:45 PM
Remove Plugging, Remove Additional Remove Trojan  Update Trojan Reduce
Sleaving, Analysis  Trojan Fixed Costs  Power Cost Plant Income Trojan Discretionary
& Reactor Pump to Reach 86.9% Defarral Tax Write-off  Intangible Asset  Costs by 1% Total
(S-49) (S-50) (S-51) (S-52) (5-53) Adjustments
Income Tax Calcuiations

33| Book Revenues $0 $o0 $0 $0 $0 $0 {$7,936)
34| Book Expenses Other than Depreciation 0 (259) 0 0 0 (1,639) ($80,756)
35| State Tax Depreciation 0 {3,559) 0 0 0 0 ($4,556)
36! Interest (598) (711) 920 309 V] {2) ($1.259)
37| Book-Tax (Schedule M) Differences 0 4,474 0 (4,469) 0 0 ($3,262)
38 State Taxable Income $508 $55 ($930) $4,160 $0 $1,640 $81,887
39| State Income Tax @ 6.672% $40 $4 ($62) $278 $0 $109 $5,464
40{ State Tax Credit $0
41| WNetState Incomea Tax . 340 $4 ($82) ..ioioiv SRYBL L 80 8 $109 $5,464
42} Additional Tax Depreciation 0 0 0 0 0 (o] $0
43| Other Schedule M Differances 0 0 0 0 0 0 $0
44 Federal Taxable Income $558 $51 ($868) $3,883 $0 $1,531 $75,806
45| Federal Tax @ 35% $195 $18 ($304) $1,350 - $0 $536 $26,564
48] ITC $0
47| Current Federal Tax "1 826,664
48| Environmental Tax © 0,12% | o T U S PUMSGEEEE O 80 Sadin V(1) iR SR IR0, AHER T 80 | R 1 )
49| ITC Adjustment

50 Deterral

51 Restoration

52| Total ITC Adjustment

53| Provision for Deferred Taxes

54

Total Income Tax

228-96
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State Income Tax @ 6.672%**

Federal Taxable Income

Federal Income Tax @ 35%
ITC
Current FIT

ITC Adjustment/Env. Tax -
Total Income Taxes

Total Revenue Sensitive Costs
Utility Operating Income

Net-to-Gross Factor

B RS RGNS dy
R 0I06503;

0.90967
0.31838

r 1.69436)

% OF WEIGHTED

AMOUNTS QAPIT’AL COST COST

Long Term Debt $1,044,215 48.86% 7.82% 3.82%

Preferred Stock 99,703 4.67% 8.27% 0.39%

Common Equity 993,333 46.47% 11.60% 5.39%

Total $2,137,251 100.00% N
Revenues 1.00000

0O&M - Uncollectible/OPUC Fee* 0.00430 * Uncollectible Rate 0.00230

Other Taxes-Franchise 0.02100 OPUC 0.00200

Shont-Term Interest 0.00000 Total 0.00430
Other Taxes 0.00000
State Taxable Income 0.97470

** State Income Tax

Montana (.0675.050008) 0.00338
Oregon (.0660°.959764) 0,06334
Total 0.06672

C68~-S6
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For CALENDAR Years
1995-96 Test Period

CUSTOHER CLASSIFICATION

-----------------------------

RESIDENTIAL:
SERVICE
OUTDOOR LIGHTING RES
REVENUE CLASS TOTAL

GENERAL SERVICE:

OUTDOOR LIGHTING FARM
OQUTDOOR LIGHTING GEN SER
FARM & RESIDENTIAL GEM SER

DEMAND LEVEL 1

DEMAND LEVEL I

DEMAND LEVEL 111 (T00)
GENERAL SECONDARY VOLTAGE

DEMAND LEVEL

DEMAND LEVEL [}

DEMAND LEVEL 111 (TOD)

TOTAL 31 & 32

FARM AND RES OPTIONAL (TOD)
GEN SER OPTIONAL (TOD)
IRRIG AND DRAINAGE FARM
IRRIG AND DRAINAGE OTHER
DRAINAGE DISTRICTS

REVENUE CLASS TOTAL

LARGE GENERAL SERVICE:
- FARM & RESIDENTIAL LGS
DEMAND LEVEL 1
DEMAND LEVEL 11 (TOD)
GEHERAL PRIMARY VOLTAGE
DEMAND LEVEL |
DEMAND LEVEL 1] (TOD)
TOTAL 82 & 83

LARGE INDUSTRIAL (T00):
TRANSMISSION VOLTAGE

STREETLIGHTING:
STREET AND HIGHWAY LIGHTING
TRAFFIC SIGNALS
RECREATIONAL FIELD LIGHTING
REVENUE CLASS TOTAL

CONTRACTUAL SALES

. REVENUE AOJUSTMENTS

EMPLOYEE D1SCOUNT

----- Ssmssasnnacscccrnatosanna

TOTAL (CYCLE YEAR BASIS)

RATE
SCNEDULE

14C
15¢C

31-1
31-11
31-t11
32-1
32-11
32-111

82-1
82-11

83-1
a3-11

89

91
93

S% > CONVERSION ADJ. - CYCLE TO CALEMDAR YEAR

()
W

TOTAL ULTIMATE SALES (CALENDAR YEAR BASIS)

AVERAGE
CUSTOMERS

569,338
(670)
569,338

(269)
(864)

17,245
892

66
107
176

648 317

PORTLAND GENERAL ELcCTRIC COMPANY

RATE DESIGN SUMMARY TABLE
25-Mar-95 MONTHLY REVENUE MODEL SCH102 at PF-93 Rate

FORECAST STFPUCO4

REVENUES
T BEFORE_RPA___ —BEFORERPA__
KWN SALES T E-15 PHTI E-16 PRI ___INCREASE_IN_REVENUES
(000°S)  W/O ADJUSTMENTS W/0 ADJUSTMENTS AMOUNT PERCENT
13,814, 054 $809, 727,203 '$882,204,684 $72,477,481 9.0%
7,904 1.336.018 1,309,255 ' (26.763) -2.0%
13,818,958 $811,063, 221 $883,513.938 $72,450,718 8.9%
4,734 $756,322 736,181 ($20,141) 2.7%
27,531 3,008,909 3,046,847 (52,062) T
417,967 $27,034,536 $28,920,340 $1,885,804 7.0%
478,311 23,752,243 264,502,341 '750,0 3.2%
25,631 1,182, 164 1,179,651 (2.514) -0.2%
1,940,248 119,151,360 125,889,649 6,738,289 5.7%
7,721,349 381,560,267 394,423,914 12,843,647 3.4%
1,621,316 756,912,393 78,265,588 1,373,195 1.8%
12,204,815 $629,612.962 $653,201,483 $23,588, 521 3.7%
1992 111,422 111,944 0.5%
119,709 6,624,303 6,774,265 149, 942 2.3%
139,992 6,524,501 7,122,771 598,270 9.2%
13,955 599, 7 ‘638,681 38,916 6.5%
1,522 68,306 72,337 - 4,031 5.9%
12,514,250 $647,396,491 $671,704.490 $24,307,999 3.8%
11,599 $524,437 $526,857 $2,419 0.5%
9,614 463,172 470,966 7.79% 1.7%
336,557 15,378,330 15,507,419 129,089 0.8%
3,410,621 152, 166,305 152,712,972 546,666 0.4%
3,768,392 $148,532. 245 $189,218,213 $585, 969 0.4%
454,521 $18,832,864 $18,193,332 ($639,532) -3.4%
158,501 $21,348, 168 $20,801,275 ($546,893) -2.6%
34,719 1,714,755 1,816,133 101,379 5.9%
1,150 "101,039 107,005 5,966 5.9%
194,370 323,163,962 $22,724,413 ($439,549) -1.9%
3,681,231 $117,304,965 $123,744,583 $6,439,618 5.5%
6,833) (828, 000) ($828,000)
(1,346,924) ¢1,435,070)
34,424,689 $1,784,118,824 $1,884, 835,900 $102,717,076 5.8%
36,908 1,813,075 1,878,601
34,461,797 $1,785,931,899 $1,888, 714,501 $102,782, 602 5.8%

638-S6
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For CALENDAR Years
1995-96 Test Period

CUSTOMER CLASSIFICATION
RESIDENTIAL:
SERVICE
OUTDOOR LIGHTING RES
REVENUE CLASS TOTAL

GENERAL SERVICE:

OUTDOOR LIGHTING FARM
OQUTDOOR LIGHTING GEN SER
FARM & RESIDENTIAL GEN SER

DEMAND LEVEL I

DEMAND LEVEL 11

DEMAND LEVEL II! (TOD)
GENERAL SECONDARY VOLTAGE

DEMAND LEVEL 1

DEMAND LEVEL I1

DEMAND LEVEL 11t (TOO0)

TOTAL 31 & 32

FARM AND RES OPTIONAL (TOD)
GEN SER OPTIONAL (TOD)
IRRIG AND DRAINAGE FARM
IRRIG AND DRAINAGE OTHER
DRAINAGE DISTRICTS

REVENUE CLASS TOTAL

LARGE GENERAL SERVICE:
FARM & RESIDENTIAL LGS
DEMAND LEVEL 1
DEMAND LEVEL I1 (TOD)
GENERAL PRIMARY VOLTAGE
DEMAND LEVEL I .
DEMAND LEVEL I1 (TOD)
TOTAL 82 & 83

LARGE INDUSTRIAL (T0D):
TRANSMISSION VOLTAGE

STREETLIGHTING:
STREET AND HIGHWAY LIGHTING
TRAFFIC SIGNALS
RECREATIONAL FIELD LIGHTING
REVENUE CLASS TOTAL

CONTRACTUAL SALES

‘REVENUE ADJUSTMENTS .

EMPLOYEE DISCOUNT

TOTAL (CYCLE YEAR BASIS)

RATE
SCHEDULE

14C
15¢

31-1
31-11
31-111
32-1
32-11
32-111

82-1
82-11

a3-1
83-11

89

91
93

AVERAGE
CUSTOMERS

569,338
(670)
569,338

(269)
(864)

17,245
39%

45,972
9,179
126

66
107
176

CONVERSION ADJ. - CYCLE TO CALENDAR YEAR
TOTAL ULTIMATE SALES (CALENDAR YEAR BASIS)

PORTLAND GENERAL ELECTRIC COMPANY
RATE DESIGN SUMMARY TABLE
27-Mar-95 HONTHLY REVENUE MODEL SCH102 at PF-93 Rate

REVENUES

FORECAST STFPUCO4

—RFTER RPA_ RFTER Ph_—
KM SALES T E-15 PR I -16 PR ! INCREASE_IN_REVENUES,
(000°S)  W/O ADJUSTMENTS W/0 ADJUSTMENTS AMOUNT PERT

13,811,054 $727,689,539 $785,112,971 $57,423,432 7.9%
1904 1,289,071 1,253,692 (35,378) 2.7%
13,818,958 $728,978.610 $786,366, 664 $57,388,053 7.9%
4,734 728,199 $702,898 ($25,301) -3.5%
27,531 2,912,522 3,046,847 134,325 4.6%
417,967 $24,551,814 $25,982,031 $1,430,220 5.8%
478,311 20,911,191 21,139,816 228,625 1.1%
25,631 1,029,913 999,461 (30,452) -3.0%
1,940,248 119,151,360 125,889,649 6,738,289 5.7%
7,721,341 381,576,960 394,423,914 12,846,954 3.4%
1,621,316 76,912,393 78,285,588 1,373,195 1.8%
12,204,815 $624,133,628 $646,720, 460 $22.586, 831 3.6%
1,992 1591 97,942 (1,649) P
119,709 6,626,303 6,774,245 149,942 2.3%
139,992 5,692,952 6,138,631 445,679 7.8%
13,955 599,766 638,681 38,916 6.5%
1,522 68,306 72,337 4,031 - 5.9%
12,514,250 $640, 859,268 664,192,042 $23,332, 776 3.6%
11,599 $455,540 $445,317 ($10,223) -2.2%
9.614 406,063 403,378 (2,685) -0.7%
336,557 15,378,330 15,507,419 129,089 0.8%
3,410,621 152,166,305 152,712,972 546,666 0.4%
3,768,392 $148,406,239 $169,069, 085 $662,846 0.4%
454,521 $18,832,864 $18,193,332 (3639,532) “3.4%
158,501 $21,348,168 $20,801,275 ($546,893) -2.6%
34,719 1,714,755 1,816,133 101,379 5.9%
1,150 ‘101,039 107,005 5,966 5.9%
194,370 $23,163,962 $22,724.413 ($439,549) -1.9%
3,681,231 $117,304,965 $123,744,583 $6,439,618 5.5%

6,833) ($828,000) . ($828,000)

(1,111,007) (1,162,059
34,424, 889 $1,695, 606,901 81,782,300, 060 $85,693,159 5.1%

36,908 1,734,798 1,714,874
34,461,797 $1,697,341,699 $1,784,014,934 $86,673,235 5.1%
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For CALENDAR Years
1995-96 Test Period

PORTLAND GENERAL ELECTRIC COMPANY
RATE DESIGN SUMMARY TABLE
25-Mar-95 MONTHLY REVENUE MODEL SCH102 at PF-93 Rate

FORECAST STFPUCO4

R REVENUES
T AFTER_RPA___ AFTER_RPA___
. RATE AVERAGE KWH SALES £-15 PH | -16 P 1 INCREASE IN_REVENUES
CUSTOMER CLASSIFICATION SCHEDULE CUSTOMERS (000’S) With Adjustments uith Ad]ustments AMOUNT PERCENT
RESIDENTIAL:
SERVICE 7 569,333 13,811,054 $743,986,584 sao1 410,015 $57,423,432 T1.7%
OUTDOOR LIGHTING RES . 14R (670) 7,90 1,292,153 256 s (35, 375) “2.T4
REVENUE CLASS TOTAL 569,338 13,818,958 $745,278,737 5802 666 790 $57, 388 053 .74
GENERAL SERVICE:
OUTDDOR LIGHTING FARM 14¢C (269) 4,734 $730,044 $704,745 ($25,301) -3.5%
OUTDOOR LIGHTING GEN SER 15¢ (864) 27,531 2,946,111 3,080, 435 134 325 4.6%
FARM & RESIDENTIAL GEN SER
DEMAND LEVEL 1 -1 17,245 417,967 $24,781,693 $26,211,913 31,430,220 5.8%
DEMAND LEVEL 11 31-11 892 478,311 20,686,385 20 915 010 28,625 1.1%
DEMAND LEVEL 111 (TOD) 31111 1 25,631 1,017,867 957 415 (30,452) -3.0%
GENERAL SECONDARY VOLTAGE
DEMAND LEVEL 1 32-1 45,972 1,940,248 121,828,903 128,567,192 6,738,289 5.5%
DEMAND LEVEL Il 32-11 9,179 7 724, 341 384, 356 642 397 203 597 12 846 954 3.3%
DEMAND LEVEL III (TOD) 32-11t 126 1. 621 316 77 496 047 78 869 262 1. 373 195 1.8%
TOTAL 31 & 32 73,414 12,206,815 3630 167 557 3652 754,388 522 586 831 3.6%
FARM AND RES OPTIONAL (T00) 74 12 1,99 735 97,086 (1,649) *1.7%
GEN SER OPTIONAL (TOD) 1.} 205 119,709 6, 672 186 6,822,129 149,942 2.2%
IRRIG AND DRAINAGE FARM 48 4,347 139,992 5 796 546 6,242,224 445,679 7.7%
IRRIG AND DRAINAGE OTHER 49 139 13,955 1 675 660,590 38,916 6.3%
ORAINAGE DISTRICTS 97 2 . 1,522 843 73,874 4,031 5.8%
REVENUE CLASS TOTAL 78,119 12,514,250 $647,102,698 $670,435,472 $23,332,774 3.6%
LARGE GEMERAL SERVICE:
FARM & RESIDENTIAL LGS
OEMAND LEVEL 1 82-1 2 11,599 $449,625 $439,402 ($10,223) -2.3%
DEMAND LEVEL 11 (TOD) 82-11 1 9,614 401,160 398,474 (2,6685) ~0.7%
GENMERAL PRIMARY VOLTAGE
DEMAND LEVEL I 83-1 66 334,557 15,486,028 15,615,117 129,089 0.8%
DEMAND LEVEL I1 (TOD) 83-11 107 3,410,621 153,257,704 153,804,371 546,666 0.4%
TOTAL 82 & 83 176 3,768,392 $169,594,517 $170,257,363 $662,846 0.4%
LARGE INDUSTRIAL (TOD):
TRANSMISSION VOLTAGE . 89 2 454,521 $18,969, 221 $18,329,688 ($439,532) ~3.4%
STREETLIGHT ING:
STREET AND HIGHWAY LIGHTING N 547 158,501 $21,541,539 $20,994,646 ($544,893) «2.5%
TRAFFIC SIGNALS 92 96 34,719 1,752,945 1,854,324 101,379 5.8%
RECREATIONAL FIELD LIGHTING 93 34 1,150 103,274 109,237 5,966 5.8%
REVENUE CLASS TOTAL 877 194,370 $23,397,756 $22,958,206 (3439,549) ~1.9%
CONTRACTUAL SALES 99 S 3,681,231 $118,114,836 $124,591,266 $6,476,431 5.5%
REVENUE ADJUSTMENTS - - (6,833) ($828,000) ($828,000)
+ EMPLOYEE D) SCOUNT ] - - - (1,135,889) (1,186,128)
TOTAL (CYCLE YEAR BASIS) 648,317 34,424,889 $1,720,493,875 $1,807,224,658 386 730, 733 5.0%
CONVERSION ADJ. ~ CYCLE TO CALENDAR YEAR 36,908 1,762,506 1,740,965
TOTAL ULTIMATE SALES (CALENDAR YEAR BASIS) 34,461,797 $1,722,256,381 $1,808,945,623 $86,709,242 5.0%
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Reslidential

Smalt Commercial

Medium Commercial/
Industrial (2)

Large Commerclal/
Industrial (3)
Optionat Time-of-Day

Irrigation & Drainage
Pumping Service

Lighting (4)

(Energy Charges Only)

Grand Total (5)

Notes:

Lpads"
(a)
13,811,054
2,358,215

8,547,808

5,521,703

121,701

153,947

233,389

30,780,566

Percent of Mérginal Costs
Based on 1995/1096 Loads and Costs
Base Revenues w/o Adjustment Clauses

, Indexed(1)
Marginal Costs Present Revenue % of % of
(3000) milis’kWh (3000)  mills/kWh Marg Cost Marg Cost
(b) () (d) (&  (N=(el(c) (@)
$1,175,660 85.13 $0609,727 58.63 68.9% 91.7%
$198,105 83.16 $146,186 61.99 74.5% 99.2%
$529,544 61.95 $421,235 4028 79.5%. 105.9%
$279,044 50.54 $249,557 45.20 89.4% 119.1%
$7,192 59.10 $6,736 55.35 93.7% 124.7%
$19,342 12564 $7,124 4628 36.8% 49.0%
513,974 59.87 $12,606 5401 90.2% 120.1%
$2,221,244 72,16  $1,668,827 5421 75.1% 100.0%

Indexed(1)
Proposed Revenue % of % of
($000) mitls’kWh Marg Cost Marg Cost
() (] ()=((e) (x)
$862,205 63.88 75.0% 94.4%
$154,810 685.65 78.9% 99.4%
$434,961 50.80 82.1% 103.4%
$250,843 4543 89.9% 113.1%
$6,086 5658 95.7% 120.5%
$7,761 5042 40.1% 50.5%
$13,331 57.12 95.4% 120.1%
$1,764,970 57.34 79.5% 100.0%

(1) To index, each classes’ percent of marginal costs was multiplied by the ratio of total marginal costs to total presemlproposed revenue.

(2) Sch 317321, Sch 82/83 |
(3) Sch 31732 M, Sch 82/83 I, and Sch 89
(4) Sch 14, 15, 91, and 92

(5) Includes misc. schadules, adjustments to revenue, and fixed streetiight costs.
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ORDER NO. 01~ 7\7 T

ENTERED

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON ' .

In the Matter of Portland General Electric )

Company’s Proposal to Restructure and ) ORDER
Reprice Its Services in Accordance with the ) -
Provisions of SB 1149. )

In this order, the Commission approves new rate schedules for Portland General
Electric Company (PGE). The new schedules reflect the unprecedented increases in the prices
for electricity on the wholesale power markets. Due to a combination of increased demand, lack
of new generating facilities, low water conditions, and the troubled deregulation effortin
California, wholesale electricity prices have nearly tripled since PGE's last general rate change in
late 1997. At that time, power costs averaged 1.37 cents/kilowatt-hour (KWh). Power costs have
since increased some 173 percent, and now average 3.74 cents’kWh. The power markets have

also become extremely volatile, with peak power prices exceeding $1.20/kWh at various times
last winter.

The new schedules also restructure and reprice PGE’s services, beginning
March 1, 2002, to meet the requirements of Senate Bill 1149, an electric industry restructuring
bill.! SB 1149 reqmres clectric utilities to functionally separate their power generation from
distribution services and provide consumers with access to power supply options.

The exact impact on customer rates will not be known until September 12, 2001,
the date that energy rates will be calculated based on PGE’s forward price curves and the value
. of the company’s resources. Based on PGE’s latest power cost calculations and the terms of this
order, however, the Commission projects an overall rate increase in customer rates of
approximately 35 percent. Applymg this estimate to the rate spread adopted for the new
schedules, residential rates will increase about 26 percent, and industrial rates will increase about
46 percent. In its September 12, 2001 ﬁlmg PGE will submit a rate design table identifying, for
each rate schedule, the specific percentage increase resulting from the updated power cost
estimates and consistent with the terms of this order.

) In an effort to help offset rising power costs, the Commission imposes reductions
to PGE’s non-power Operation and Management (O&M) budget. Given the largely unavoidable

power cost increases and the resulting impact on customer rates, the Commission concludes that

it is prudent for PGE to reduce other discretionary internal operating costs. With the decisions in

! In House Bill 3633, the 2001 Legislative Assembly delayed the implementation of SB 1149 from October 1, 2001
to March 1, 2002,

1



orDERNO, 01~ 77 T

this order adopting stipulations among the parties and resolving contested issues, the authorized -
increase, aside from the effect of power costs, is almost $50 million less than the company
requested. o .
I
In addition, the Commission adopts a Power Cost Adjustment (PCA) mechanism
that will lower rates if the company’s power costs decline. The PCA establishes how PGE will
account for variations between expected power costs included in base rates and actual power
costs, and describes the method by which the company and its customers will share in the
benefits and burdens of such variations. This mechanism will track the fluctuations in power
costs and require a refund to customers of overcollections exceeding a preset amount. The PCA
balances the interests of customers and PGE and helps ensure the company’s continued ability to
secure a reliable source of energy to meet demand. :
The Commission also adopts a tiered rate structure for residential customers that
_ will benefit consumers who use lower amounts of energy. The first 225 kWh of electricity used
is priced lower than electricity used above and beyond that aniount. The rate design also ensures
that residential and small farm customers receive the full benefit of low-cost subscription power
managed by the Bonneville Power Administration (BPA). ' '

INTRODUCTION

On October 2, 2000, Portland General Electric (PGE) filed Advice No. 00-14, an
application for revised tariff schedules. The tariffs were designed to implement a general rate
revision and put into operation the provisions of Senate Bill 11492 Among other things, PGE’s
filing unbundled the company’s services into generation, transmission, distribution, ancillary,
and customer services, established charges to electricity service suppliers, formulated market-
priced standard offers, and calculated competitive transition amounts.

_ At its October 20, 2000 Public Meeting, the Commission found good cause to
investigate the filing and suspended Advice No. 00-14 pursuant to ORS 757.215. Because the
Commission determined that the rate investigation could not be completed within an initial

six-month suspension period, it ordered that the filing be suspended for a total period of nine
" months from November 1, 2000. PGE later waived the statutory suspension period and agreed

to an extension of the suspension through August 31, 2001, with rates to become effective
October 1,2001.* |

Prehearing Conference
On October 24, 2000, Michael Grant, an Administrative Law Judge (ALJ), held 2

prehearing conference to identify parties and to establish a procedural schedule. The following
participated'as parties to this proceeding: PGE, Industrial Customers of Northwest Utilities

2 pGE’s filing originally included the company’s proposal to reclassify its transmission assets. That proposal,
however, was later bifurcated to allow timely review by the Federal Energy Regulatory Commission (FERC). On
March 14, 2001, PGE, Oregon Office of Energy, and Staff filed a stipulation intended to resolve all issues related to
reclassification of transmission assets. No party opposed the stipulation, which was also signed by Fred Meyer
Stores. We reviewed the stipulation and adopted it in Order No. 01-325.
* Order No. 00-669.

4 Orders No. 01- 575 and 01-724.

2
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(ICNU), the Citizens’ Utility Board (CUB), Fred Meyer Stores (Fred Meyer), City of Portland -
(Portland), League of Oregon Cities (League), Oregon Office of Energy (OOE), Oregon Steel
Mills, Inc. (OSM), City of Glendale (Glendale), PG&E National Energy Group, Inc., Northwest
Natural Gas Company, Associated Oregon Industries, PacifiCorp, Northwest Energy Coalition,
Renewable Northwest Project, ATOFINA Chemicals, Portland BOMA, Warren Parrish, and the
Commission Staff (Staff). - .

Public Hearings and Presentations

In November and December 2000, the Commission held public comment h
in Portland and Salem to give the general public an opportunity to comment on PGE’s tariff
filings. In addition, the Commission held special public meetings for opening and closing
presentations by the parties. In March 2001, the Commission heard opening presentations from
PGE, PacifiCorp, ICNU, CUB, City of Portland, Fred Meyer Stores, and Staff. In July 2001, the

Commission heard closing oral argument from PGE, ICNU, CUB, Fred Meyer, OSM, OOE, and
Staff. :

Commission Orders

_ During the course of this proceeding, the Commission issued three orders relating
to procedural matters. On December 4, 2000, the Commission issued Order No. 00-765,
granting PGE additional protection for conﬁdenﬁal information.

. On March 21, 2001, the Commission issued Order No. 01-249, denymg ICNU's

request to allow a former Staff employee, John Thornton, to participate as an expert witness.
The Commission, in explaining OAR 860-012-0010(2), set forth an analysis for determining
when a former employee may testify for another party. In this case, the Commission determined
that Mr. Thornton could not appear as an expert witness in this docket or in docket UE 116, the
PacifiCorp restructuring and rate case.

On July 20, 2001, the Commission issued Order No. 01-592, which involved a
question certified to the Commission by the presiding ALJs in dockets UE 115 and UE 116. In
that order, PGE and PacifiCorp had challenged the agency’s Internal Operating Guidelines that
govern post-hearing procedures. They claimed that the policies were unlawful and sought the
" immediate adoption of more stringent procedures recommended in the Report to the Oregon
Legislature from the HB-3615 Interim Task Force (Task Force).

The Commission determmed that the Intemal Operating Guidelines, which allow . _
lumtcd post-hearing communications between Commissioners and so-called “party Staff,” were
legal. The Commission, however, acknowledged the utilities® concerns about Staff’s role in the
decision-making process, and noted that the issue will be carefully examined during review of
the Task Force Report. Therefore, the Commission concluded that, while the Task Force
recommendations should not be fully implemented at this time, Staff witnesses who sponsored
tesumony or testified at hearing would not appear at decision meetings, and that only

"non-party" Staff members would partlcnpate in deliberations on rate of return issues.
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Evidentiary Hearings
On June 4 and 5, 2001, ALY Grant held evidentiary hearings in Salem, Oregon. ~ *.
During those proceedings, the following appearances were entered: J. Jeffery Dudley, and Philip

Van Der Weele, attorneys, appeared on behalf of PGE; David Hatton, Assistant Attorney N
General, appeared on behalf of Staff. - _ . ]

Based on the record in these proceedings, we make the following:
FINDINGS OF FACT AND CONCLUSIONS OF LAW
Applicable Law

In this rate case, the Commission’s function involves two primary steps. First, we
must determine how much revenue PGE is entitled to receive. A utility’s revenue requirement is
determined on the basis of the utility’s costs.’ Second, we must allocate the revenue
requirement among the utility’s customer classes.

In the revenue requirement phase of a rate case, we must determine: (1) the gross
utility revenues; (2) the utility’s operating expenses to provide utility service; (3) the rate base on
which a return should be earned; and (4) the rate of return to be applied to the rate base to
establish the return to which the stockholders of the utility are reasonably entitled.5 The purpose
of answering these questions is to determine the utility’s reasonable costs'of providing service
and expected revenues, so that the Commission can set utility rates at just and reasonable levels.

A question has arisen in this case regarding the application of the burden of proof.

The phrase “burden of proof” has two meanings: .one to refer to a party’s burden of produci

_evidence; the other to a party’s obligation to establish a given proposition in order to succeed.
To distinguish these two meanings, we refer to the burden of production and the burden of
persuasion.® In Commission proceedings, ORS 757.210 provides that a "utility shall bear the
burder of showing that the rate or schedule of rates proposed to be established or increased or
changed is just and reasonable.” This burden is bore by the utility throughout the proceeding
and does not shift to any other party. : ‘

PGE acknowledges that the utility has the initial burden of production and
persuasion to show that the proposed rates are just and reasonable. PGE contends, however, that
once the utility presents its evidence, both burdens shift to parties opposing the rate increase.” It
relies on the Commission’s decision in docket UT 125, In re U S WEST Communication, Inc.,
which provides, in pertinent part:

3 See, e.g., American Can Co. v. Lobdell, 55 Or App 451, 454-55, rev den 293 Or 190 (1982).

§ See Pacific Northwest Bell Tel. Co. v. Sabin, 21 Or App 200, 205 n. 4, rev den (1975).

7 See Hansen v. Oregon-Wash. R. & Nav. Co., 97 Or 190 (1920).

! See, e.g., Oregon Evidence Code, Rule 305 and Rule 307.

S We note that PGE’s claim is contrary to the argument traditionally raised by utilities when scheduling the filing of
testimony and order of appearance at hearing. In rate cases, the utilities have always insisted on having the last
word due to its burden to show that the proposed rates are just and reasonable.

A
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“[U S WEST] as the proponent of the rate increase must submit
evidence showing that its proposed rates are just and reasonable. Once
[U S WEST] has presented its evidence, the burden of going forward
then shifts to the party or parties who oppose including the costs in the
utility’s revenue requirement. Staff or an intervenor, if it opposes the
utility's claimed costs, must in turn show that the costs are not

* reasonable. Each time the burden of going forward shifts, the burden of
persuasion shifts as well. That is, each party who has the burden of
going forward must, in order to prevail, persuade us by competent
ewdence that its position with rcspect to that set of costs should
prevail.”"’

PGE’s reliance on the above-cited language is misplaced. First, PGE ignores the
Commission’s concluding paragraph to that section, where it clarified that:

“The Commission's role is to weigh the evidence presented on each
issue in the case and determine where the preponderance lies. We
make that decision on the record as a whole. The basic decision we
make with respect to each issue in this case is whether the utility has
produced persuasive evidence that its revenue requirement is
reasonable. A component of that decision is whether Staff has
persuasively rebutted [U S WEST's] revenue requirement evidence.
We reject [U S WEST 's] arguments that Staff has the ‘butden of proof’
with respect to disallowances and test year adjustments, because the
arguments distort the way evidence is presented and decisions are
made in a rate case™"!

When the section is read in its entirety, it is clear that the Commission did not agree with -
U S WEST's arguments about shifting burdens. More importantly, however, the Commission
later rescinded Order No. 97-171, and did not readopt the language relied upon by PGE in

Order No. 00-191.% Thus, that section has been withdrawn and no longer has precedential
value. :

In our most recent rate case, docket UG 132, Inre Northwest Natural Gas
Company, we stated:

' Order No. 97-171 at 8.
n 1 Jd at 8. (Emphasis added.)
2 We note that Order No. 00-191 contained a general reference to the burden of proof language relied upon by PGE.

Specxﬁmlly. the order states at page 15:

“As we stated above, in the section called [U S WEST's] Burden of Proof Argument,

[U S WEST] must show that its expenses are reasonable for us to allow them as part :

of the revenue requirement calculation.”
Although Order No. 00-191 contains no section entitled "[U S WEST"s] Burden of Proof Argument,” PGE claims
that the inclusion of this reference indicates that the Commission implicitly adopted the burden of proof language.
PGE is mistaken. We simply made an error by placing a reference to a section in Order No. 00-191 that does not
exist.

5
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“As the petitioner in this rate case, NW Natural has the burden of
proof on all issues. Thus, NW Natural must submit evidence showing
that its proposed rates are just and reasonable. Once the company has
presented its evidence, the burden of going forward then shifts to the
party or parties who oppose including the costs in the utility's revenue
requxrement. Staff of an intervenor, if it opposes the utili 17'5 claim
costs, may in turn show that the costs are not reasonable.”

We adhere to that language and affirm that, under ORS 757.210, the burden of
showing that the proposed rate is just and reasonable is borne by the utility throughout the
proceeding. Thus, if PGE makes a proposed change that is disputed by another party, PGE still
has the burden to show, by a preponderance of evidence, that the change is just and reasonable.,
If it fails to meet that burden, either because the opposing party presented compelling evidence in
opposition to the proposal, or because PGE failed to present compelling information in the first
place, then PGE does not prevail. .

STIPULATED ISSUES

PGE entered into five stipulations designed to resolve many of the contested
issues in this proceeding. On April 26, 2001, PGE, Staff and Fred Meyer filed a stipulation
regarding changes to PGE’s cost of service. The stipulation represents a settlement of all
revenue requirement issues identified by Staff except the authorized return on equity portion of
the cost of capital and net variable power costs. Several non-revenue reqlﬂrcment issues are also
covered by the stipulation. The stipulation, which is attached as Appendix B, is supported by
joint testimony of Jim Barnes and Sara Cardwell of PGE, and Ed Krantz of Staff.

On June 7, 2001, PGE, Portland, and League submitted a stipulation intended to
resolve specific rate and tariff issues identified by Portland and League in their opening
testimony. These issues include interconnection standards, restoration of utility services, utility
relocation, allocation of ancillary service costs, and streetlights. The stipulation, which is
attached as Appendix C, is supported by joint testimony of Sara Cardwell of PGE, David Tooze,
Duane Sanger, and Bill Graham of Portland, and Andrea Fogue of League.

On July 27, 2001, PGE, Staff, ICNU, CUB, and Fred Meyer filed a stipulation
designed to resolve all power cost issues. Most notably, the stipulation establishes a mechanism
by which PGE will value'its long-term and short-term resources for the purposes of establishing
_ rates for energy services. It also establishes a mechanism by which PGE will account for
variations between expected power costs included in base rates and actual power costs, and the
method by which the company and its customers will share in the benefits and burdens of such
variations. The stipulation, which is attached as Appendix D, is supported by joint testimony of
Stefan Browh of Staff, Bob Jenks of CUB, Lincoln Wolverton of ICNU, Kevin Higgins of Fred
Meyer, and Randy Dahigren of PGE. To help further explain the stipulation, PGE and Staff
submitted a letter from PGE counsel that clarifies the assumptions and inputs that the company
will use in its final Monet power cost run. The letter, dated August 20, 2001, is included as an
additional attachment to the stipulation set forth in Appendix D.

¥ Order No. 99-697 at 3. (Statutory language and citation omitted.)
6
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On August 6, 2001, PGE, Staff, and Fred Meyer filed a supplemental stipulation
regarding franchise fees and steam sales. The stipulation adjusts PGE’s revenue requirement to
reflect the company’s agreement to permit cities the ability to choose between the volumetric or
revenue-based method of calculating franchise fees. The stipulation also adjusts steam sales to
incorporate a recent contract to sell steam at PGE’s Coyote Springs Generating Plant (Coyote
Plant). The stipulation, attached as Appendix E, is supported by an explanatory brief.

Finally, on August 10, 2001, PGE and Staff filed a stipulation concerning
residential rate design for Schedule 7. The stipulation is intended to resolve how the benefits and
burdens of subscription power from the Bonneville Power Administration (BPA), as well as cash
benefits, should be flowed through to eligible customers, and how the Resource Value
Mechanism in PGE’s Schedule 125 should be applied to residential and small farm classes of
customers. The stipulation is attached as Appendix F and supported by an explanatory brief,

.. All five stipulations and supporting testimony were entered into the record of this
proceeding as evidence pursuant to OAR 860-014-0085(1). We address each separately.

L Revenue Requirement Stipulation

PGE, Fred Meyer, and Staff filed a stipulation that represents a settlement of
most of the revenue requirement issues raised by Staff. The parties’ settlement results in a
$135.6 million reduction in rate base, a $40.6 million reduction in operating expenses, and an
increase in other revenue of $1.7 million from PGE's original proposal. The stipulating parties
believe that each of the adjustments discussed in the stipulation are reasonable and, overall, will
yield fair and reasonable rates if adopted by the Commission.

CUB and ICNU are not parties to the stipulation and believe that PGE’s non-
power O&M costs are inflated. PGE initially sought $229.3 million in non-power O&M costs.
The stipulation reduces PGE’s request to $206.9 million. CUB and ICNU contend that this
stipulated amount is excessive and should be further reduced. To demonstrate the significant
increase in these costs, ICNU claims that PGE’s regulatory adjusted average cost per customer
averaged $219 during 1997-1999. Even with the adjustments contained in the stipulation, ICNU
calculates that this figure increases to $275 per customer for 2002, a 25 percent increase.

~ Preliminarily, CUB and ICNU question whether PGE may have inflated its non-
power O&M costs to account for the six-year rate freeze contained in the PGE/Sierra Pacific
merger stipulation. This potential rate freeze, CUB and ICNU maintain, appears to have caused
the company to inflate its costs in this docket to account for future increases in program costs
occurring over the next six-year period.
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CUB and ICNU are particularly troubled by the proposed increase in PGE’s
non-power O&M costs given the significant and largely unavoidable increases in power costs.
The parties believe it is inappropriate for PGE to initiate, at this time, large and expensive
increases in any portions of its regulated business. Before passing these additional expenses on
to ratepayers, CUB and ICNU contend that the Commission should first consider the rate impact
on customers and determine whether some non-power expenditures should be delayed or simply
not made at this time. CUB notes that the Commission has previously ordered utilities to reduce
discretionary costs to mitigate a significant rate increase.* :

: To offset the rising power costs, CUB and ICNU recommend that PGE’s non-
power O&M costs be limited to the rate of inflation. They each present similar, but slightly
differing inflation-escalator models to forecast a reasonable level of expenditures. ' Adjusting the
company's. 1999 actual costs for inflation, CUB contends that PGE’s 2002 test-year forecast for
non-energy expenditures, as originally filed, should be reduced by $61.9 million. CUB proposes
the Commission achieve this inflation-based target by accepting some elements of the stipulation
and making additional reductions for customer service, labor, distribution O&M, technology, and
other revenues. These adjustments, which are further addressed below, reduce PGE’s non-power
O&M costs by $55 million. '

ICNU proposes an alternative test year forecast by taking PGE’s 1999 actual non-
power O&M expenses, applying the regulatory adjustments from docket UE 88, and escalating
the results by anticipated customer growth and inflation. This methodology results in base 2002
test year non-power O&M costs of $175.6 million, a $31.3 million reduction from the
stipulation. If the Commission does not adopt this alternative test year forecast, ICNU proposes
the Commission make specific adjustments in addition to those contained in the stipulation.
These adjustments are also addressed below.

In response, PGE contends that the non-power O&M costs contained in the
stipulation are reasonable. It objects to CUB's and ICNU’s speculation that the company
inflated the 2002 test year forecast in anticipation of the potential six-year rate freeze resulting
from the PGE-Sierra Pacific merger. PGE explains that it developed its forecasted revenue
requirement using traditional ratemaking principles. It started with budget information and
adjusted the numbers to remove abnormalities and to include recurring expenses and revenues
that were reasonably certain to occur during the 2002 test year. '

. Next, PGE objects to CUB’s and ICNU’s inflation-escalator proposals to
establish non-power O&M costs. PGE contends that the approach violates established
ratemaking principles. Citing American Can Co. v. Lobdell, and In re Pacific Northwest Bell
Co., PGE argues that a utility’s forecast for the test year must consider known and measurable
changes that are expected to persist.'® PGE points out that, under CUB’s and ICNU’s proposal,
the Commission would ignore numerous factors that relate to the company’s operating costs and
expenditures. Moreover, PGE contends that CUB and ICNU are essentially asking for a

W See In re Portland General Electric Company, Order No. 95-322.
18 See footnotes 5 and 6. In American Can, the Supreme Court explained that:
“When an historic test year is used, adjustment to the test year data are made to remove
abnormal events not expected to persist into the future. Whena future test year is used,
the data is drawn from budget figures and financial models of the utility. Abnormal events ’
of the past are therefore excluded and all know future changes are included.” (Emphasis added.)

8
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moratorium on all spending that exceeds inflation—without regard to the company’s need to
make appropriate up-front capital investments and properly maintain its plant. PGE believes
that, in the long run, the adoption of a management-by-crisis approach would increase overall
costs. Due to these limitations, PGE contends that the inflation-escalator approach cannot
establish reasonable expenditures and should be rejected by the Commission.

Before turning to CUB’s and ICNU’s specific adjustments to PGE’s non-power
O&M costs, we first find no evidence that the six-year rate freeze adopted in the PGE-Sierra
Pacific merger case influenced either PGE’s 2002 test year or the revenue requirement
stipulation between PGE, Staff, and Fred Meyer. Neither CUB nor ICNU provide any support
for their allegation. Moreover, the record contradicts their claim. PGE had completed the
underlying budget process before the parues developed the six-year rate freeze in the merger
docket, and actually made its rate filing in this case before the Commission approved the merger
agreement. In addition, PGE took specific steps to ensure that consideration of a six-year rate
freeze did not affect the budget process. For these reasons, we conclude that PGE, Staff and

Fred Meyer used a 2002 test year without considering the impact of the Sxen-a Pacific
acqmsmon.

We also reject CUB’s and ICNU’s inflation-escalator proposals as independent
methods to establish non-power O&M costs for PGE. Consistent with established Oregon
ratemaking principles, PGE’s test year should be based on actual or budgeted expenditures and
adjusted to remove abnormahues and to include known and measurable changes that are
expected to persist.!S The parties® respective inflation benchmark proposals are not appropriate
for evaluating PGE’s expenditures, because the methodologies do not examine the
reasonableness of historical operations, fail to consider abnormalities in the baseline year’s
results of operations, and do not take into account known and measurable changes between the
baseline and test year, such as the passage of SB 1149.

We further conclude, however, that CUB’s and ICNU’s inflation-benchmark
comparisons, as well as ICNU’s cost per customer assessment, highlight the increases that PGE
is seeking for its non-power O&M costs. While PGE disputes the accuracy of these comparisons
and recommends numerous corrections, the fact remains that PGE’s stipulated non-power O&M
costs are significantly higher than the company’s actual costs in 1999. We acknowledge that the
implementation of SB 1149 drives many of these cost increases. Nonetheless, given the
unavoidable increases in power costs and resulting impact on customer rates, it is imperative that
we carefully review the company’s internal operating costs and capital expenditures to ensure
that proposed increases are reasonable and prudent. With this in mind, we turn to the specific

non-power O&M adjustments proposed by CUB and ICNU. We address each parties®
" recommendations separately.

CUB Recommendations

CUB recommends that the Commission reduce PGE's non-power O&M costs, as
originally filed, by $55 million. CUB proposes the Commission achieve this result by accepting

18 See, e.g., Inre US WEST Communications, Order No. 00-191; In re PacifiCorp, Order No. 00-091; Int re Pacific
Northwest Bell, Order No. 87-406.
. 9



ORDER NO 01

-177

some elements of the stipulation!” and making additional reductions for customer service, labor, .
distribution O&M, technology, and other revenues. The individual adjustments are summarized

as follows:

1.

Customer Service

CUB contends that PGE’s proposed revenue requirement for customer service of
$54.8 million is simply too great for customers to absorb, given the forecasted increase in power
costs. CUB proposes an overall reduction in Customer Service of $13.86 million, which is

broken down as follows:

Reduce PGE’s request for $39.2 million to deliver

_ information and service by $11.05 million. CUB believes

that the cost of the Web, responding to media requests and
initiating channels of information should be split 50-50 -
between customers and shareholders. In addition, the cost
of providing information to customers through telephone
and personal contact should be reduced 25 percent.

Eliminate the $1.2 million cost for PGE’$ proposed credit
card payment option.

Reduce by two-thirds the ‘cost for Network Meter *
Reading/Automatic Meter Reading (NMR/AMR) system, as
only one-third of the system is for customers located in test

areas where the program is necessary to implement SB 1149.

Eliminate the $750,000 allocation of distributed generation
costs to customer service.

" Reduce the cost of customer sm-veys by $100,000 by

increasing the amount allocated to non-regulated
operations.-

Eliminate the $160,000 costs for WeatherWise.

In response, PGE contends that—with one minor exception—the record does not
support the proposed reductions to customer costs. PGE first claims that CUB provides little

Y cuB mlcxpated in settlement discussion and agrees with some adjustments set forth in the stipulation.” Those
adjustments, whxch reduce non-power O&ZM costs by $26.53 million, are as follows:

10

Issue # | Description Adjustment Issue # | Description Adjustment

S-14 SERP -$4.645 million |S-32 | SERP O&M <$1.250 million
S-15 Remove Trojan -$16.584 million | §-33 Bonus/Incentive Pay -$2.477 million
S-16 Remove NEIL +$3.818 million | S-35 OPUC Wage Formula -$1.717 miltion
S-28 Public Purpose Adj. | -$0.699 million | S-38 Y2K Amortization -$1.977 million
S-31 A&G Accounts -$1.00 million Total | -§26.53 million
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analysis for its proposed $11.05 million reduction for the delivery of information and services,
PGE observes that the company already allocates 62 percent of Internet Web (Web) costs to non-
regulated activities—well above the 50 percent CUB claims is reasonable. PGE adds that the
company has justified the need for, and the benefit of, a credit card payment option for

. Customers, and that the reduction of the scope of the NMR/AMR system will not save money

+ . due to the fixed costs of the system. In addition, PGE explains that a portion of distributed
generation is properly allocated to customer service, as certain costs involve program
development, testing, and analysis. Similarly, PGE maintains that customer surveys are properly
allocated to regulated operations, since less than one percent of the cost, effort, and questions
related to customer surveys concemn non-regulated services. PGE does agree with CUB’s
proposed adjustment for WeatherWise, and acknowledges that approximately $160,000 should
be removed from above-the-line expenditures for this program. ‘

Afier our review, we share CUB’s concerns about the significant increases to
PGE's Customer Service costs. While some of these costs are related to PGE’s efforts to meet
the reqmremems of SB 1149, others are in response to PGE’s belief that its customers want new
services, more options, and better communication channels. To address these perceived needs,
PGE is adding payment options, expanding communication choices, adding new customer
services, and increasing the frequency of customer surveys. PGE admits that these changes cost
more, but explains that they provide more value to PGE’s customers.

PGE is correct that we should judge these services and the costs associated with
them on the basis of the value they provide and the demand they meet. We must do so, however,
in the context of PGE’s overall request, which includes SIgmﬁcant increases to its power costs.
‘While we commend PGE for it efforts to enhance its services based on customer requests, we
question whether its customers would enthusiastically support the addition of costly new
programs when also faced with unprecedented power cost increases. Indeed, as CUB’s counsel
explained during ora! argument:

“[Aldvocates of PGE’s customers are here to say that we’re not
nearly as concerned about more payment options right now as we
are about how we’re going to pay for the electricity we use. More
than anything, customers want to be able to afford to use electricity
to heat and light their homes, run appliances and, in short, live
their lives. Business customers want to stay in business™!®

We find that some of PGE’s Customer Service cxpenses such as the distributed
gcncra'non, NMR/AMR system costs, and others related to SB: 1149, should not be reduced or
delayed at this time. PGE has showed that postponing these programs will not lead to decreased
costs, and may actually increase costs over time. PGE has failed, however, to establish that it
has made every reasonable effort to reduce other, discretionary Customer Service costs to help
_ offset its spiraling power costs. We acknowledge that such reductions require difficult choices.
Nonetheless, given the increasing wholesale power costs and PGE’s reliance on that market to
meet customer load, we believe that PGE must consider the rate impact on customers and
critically examine whether some of these proposed expenditures should be delayed or simply not
made at this time.

'* Ora! Argument, July 13, 2001, Transcript at 32, lines 13-19.
- 11
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For these reasons, we agree that the stipulated Customer Service costs should be
further reduced. As ICNU notes, customers want an economical power supply more than a new
Internet Website or the ability to pay their bill with a credit card. However, we decline to adopt
CUB'’s overall proposal to reduce Customer Service costs by $13.86 million. As noted above,
some challenged costs should not be reduced or delayed at this time. Moreover, CUB has
double-counted some costs, such as the credit card payment option, by targeting the same :
expense in two separate adjustments, and targeted other expenses that are already reduced by the
revenue requirement stipulation. Adjusting CUB’s proposal, we conclude that PGE’s Customer
Service costs forecast for the 2002 test year should be reduced by an additional $3.5 million
above and beyond the adjustments contained in the stipulation. We decline to identify particular
program areas that may be susceptible to reassessment or to impose specific cost reductions.
These discretionary costs are best managed by the company. '

2. Labor

| CUB notes that, as with any large organization, PGE has staffing vacancies at any
point in time. Due to these vacancies, CUB claims that PGE’s actual employment costs were
5.3 percent below the budgeted employment level. In order to account for these unfilled
positions for the 2002 test period, CUB proposes a reduction of 143.2 full-time equivalent (FTE)
positions. This results in a reduction of operating expense of $6.4 million.

PGE questions CUB’s methodology, but argues that a proper application of the
analysis shows that the stipulated reduction of FTEs is reasonable. Using a longer time period
(1995 through 2000), PGE calculates the percentage of unfilled positions to be 2.9 percent below
budget. Applying this calculation to the 2002 forecast results in a proposed reduction of 78
FTEs, which is two less than the 80 FTEs eliminated by the stipulation.

We agree with PGE and adopt, as reasonable, the stipulated adjustment to the
company’s labor costs. PGE has demonstrated that CUB’s analysis, when applied over the last
six years, supports the stipulated reduction of 80 FTEs. Moreover, the 2002 test period, as
stipulated, has a slightly lower FTE count than PGE’s FIE total as of December 31, 2000. The
stipulation, therefore, effectively caps the level of FTEs included in customer rates to the number
of FTEs employed at the end of last year. '

3. D_istribufion 0O&M

CUB contends that PGE’s distribution O&M costs should be limited to 1999
actuals, adjusted for inflation. To accomplish this, CUB argues that these costs should be
reduced by $3.9 million. PGE counters that CUB’s suggestion to delay these expenditures,
which are required to ensure safety, reliability, and regulatory compliance, is irresponsible.

We find no basis to adopt CUB's proposed adjustment to PGE’s distribution
O&M costs. As PGE notes, CUB has failed to question a single program as unnecessary or
unreasonable, and does not allege that PGE’s forecast of the cost of any program is inaccurate.
We have previously rejected an inflation-escalator approach as an independent means for
establishing PGE’s revenue requirement. Accordingly, in the absence of any specific

12
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information challenging PGE’s proposed expenditures for these critical services, we are
unwilling to cap such costs with a simple inflation factor, as CUB recommends.

4. | Technology
\\CUB believes that PGE’s technology costs support non-regulated activities and
should be adjusted accordingly. For example, CUB claims that the company’s website provides
information on a variety of non-regulated activities, such as wholesale power products and Earth
Smart Homes. CUB also contends that its customer database has uses that go beyond the
regulated system. For these reasons, CUB proposes a 30 percent, or $4.3 million, reduction in
PGE's Information Technology (IT) budget.

PGE responds that CUB's proposed 30 percent reduction is unsupported. PGE
explains that the challenged website program is just one of 16 different IT systems presented in
PGE’s case, and adds that it already allocates almost two-thirds of its web budget to non-
regulated activities. Moreover, PGE clarifies that its Customer Information System (CIS) is not
part of its IT budget, but rather is part of Customer Services and is specifically subject to the
stipulation adjustment S-29.

We reject CUB’s proposed reduction to PGE’s technology costs. Adjustment S-31
- of the stipulation, which CUB supports, already reduces the company’s IT costs by $1 million.-

" The stipulation also requires an audit of PGE’s IT capital expenditures that will result in a refund

to customers of capital costs that are not expended or found to be imprudent.' Moreover, PGE

agrees that its website has non-regulated uses and has allocated almost two-thirds of its costs to

non-regulated activities. For these reasons, we accept, as reasonable, the stipulated adjustments

relating to PGE’s IT costs. ' .

S. Other Revenue

CUB believes that the company’s filing underestimates the Other Revenue that it
will receive in 2002. CUB claims that PGE's revenues should continue to increase, because of
the company’s on-going success in increasing revenues from pole attachments. After accepting
some adjustments contained in PGE’s rebuttal testimony, CUB proposés that Other Revenues be
increased to $15.87 million, some $40,000 more than set forth in the stipulation.

PGE responds that CUB’s forecast of Other Revenue is overly optimistic. The
company believes that CUB’s reliance on the growth in pole attachment revenues is misplaced,
because the limited number of poles places a limit on any growth in this area. Additionally, PGE
notes that many telecommunications companies have recently suspended build-outs of
broadband access systems, and that much of the current growth in telecommunications occurs
underground.

' We reject CUB’s proposal to increase PGE’s Other Revenue by $40,000. Staff,
PGE, and Fred Meyer have stipulated to pole-rental revenues of $5.8 million for 2002, a
$100,000 increase from the company’s actual revenues in 1999. Given the company’s finite
number of poles, the suspension of broadband access systems, and expanding use of

19 We further address this issue in our analysis of ICNU’s proposed adjustments to non-power O&M costs.
: 13
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| underground conduit, we conclude that the projection for Other Revenue contained in the
stipulation is reasonable and adopt it.

ICNU Recommendations

‘. Like CUB, ICNU also recommends that the Commission make specific
adjustments in addition to those contained in the stipulation. Specifically, ICNU recommends
that the Commission: (1) reduce PGE’s non-power O&M costs by an additional $13.4 million;
(2) adopt certain adjustments proposed by CUB; (3) exclude a portion of PGE’s proposed IT
costs; and (4) exclude SB 1149 implementation costs. We address each separately.

1. Non-Power O&M Adjustments

ICNU claims that PGE’s costs for lobbying, governmental affairs, and strategic
planning costs should be excluded from the company’s revenue requirement. Citing Re Cascade
Natural Gas Co, ICNU contends that lobbying and other “expenses for legislative activities
should not be borne by ratepayers.™® These costs include $650,923 for lobbying costs, $510,798
for state, local, and federal governmental affairs, and $1,030,267 for competitive strategic
planning, for a total of $2.19 million.

ICNU also contends that PGE has failed to establish that the following new
programs and costs increases are warranted and benefit ratepayers: (1) general business support
costs ($368,421); (2) administration of compensation programs ($659,717); (3) employee
training and development costs ($1,585,831); (4) management of Commission relationship costs
($354,000); and (5) customer service-and IT costs ($6,588,577). ICNU states that the removal of
these programs results in a total disaliowance of approximately $9.5 million.

Finally, ICNU maintains that PGE has included in its test year cost increases
related to rates and regulatory affairs that are not reasonably certain to occur in the future. ICNU
explains that these costs are related to PGE’s filings before state and federal agencies. ICNU
does not believe that the year 2000 should be used to gauge a typical level of such activity, and
proposes: (1) two adjustments to reduce rates and regulatory affairs costs by a total of $972,697;
and (2) two adjustments to reduce legal costs by a total of $691,734. Together, these exclusions
result in a $1.66 million reduction.

In response, PGE claims that ICNU has failed to support its specific
recommended reductions. First, the company claims that; contrary to ICNU’s assertion, the
general support and governmental affair cost categories contain no expenses for lobbying. PGE
explains that the company always charges lobbying costs below the line. PGE further argues that
it has fuolly justified its costs for general business support, administration of compensation
programs, and employee training and development. Moreover, according to the company,
historic cost levels and increased regulatory requirements justify the increased expenses for legal
services and regulatory affairs. ’

. We agree with a portion of ICNU’s proposed adjustments to PGE’s non-power
O&M costs. PGE adequately rebuts ICNU’s allegations relating to governmental affairs and

2% Order No. 74-898 at 10.
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strategic planning, but fails to sufficiently describe or provide evidence detailing the costs in
Ledger N42255, General Support-Manage External Relations. PGE's general assertion that the
company “always charges lobbying costs below the line” is not, by itself, a sufficient
justification for the expense. Accordingly, we adopt ICNU’s proposed $650,923 reduction.

Second, we conclu&e that PGE has justified its programs and proposed cost
increases related to general business support and administration of compensation programs.
We agree with ICNU, however, that the company has failed to adequately explain why its
proposed employee training and development costs increase from $1.6 million in 1999 to
roughly $3.2 million in 2002. PGE explains the various training areas within its Human
Resource Department, but offers no explanation as to why its test year training costs are twice
those incurred in 1999. Similarly, while PGE identified that $1.3 million of its proposed $1.654
million increase for Commission relatlonshxp costs was related to SB 1149 project management,
it provided no evidence to justify the remaining $354,000 increase in other, non-SB 1149.costs.
Therefore, we adopt ICNU’s $1,585,831 reduction in employee and development costs, and
exclude $354,000 of PGE’s costs associated with management of Commission relationships. We
have already reduced PGE’s Customer Service costs, pursuant to CUB’s recommendations, and
decline ICNU’s additional request.

With regard to test year cost increases related to rates and regulatory affairs, we
agree with ICNU that PGE’s 2000 costs should not be considered reflective of typical
department activity. As the parties are well aware, the year 2000 started a period of extensive
regulatory activity at PGE, primarily due to the passage of SB 1149. Before this Commission
alone, PGE initiated this rate case, filed a resource plan in docket UE 118, and actively-
participated in numerous rulemaking proceedings, such as dockets AR 380 and AR 390. The
PGE/Sierra Pacific merger proceedmg in docket UM 967 occurred that year. Moreover, the
company sought an interim rate increase in docket UE 117, and a power cost adjustment
mechanism in dockets UM 1008/1009. We do not believe that it is reasonable to assume that this
abnormally high level of regulatory activity will continue to occur in all the future years in which
PGE’s rates will be in effect. We further agree with PGE, however, that 1999 was a relatively
quiet year for the company’s regulatory activities. The lack of major contested dockets that year,
and the future efforts required for the implementation of SB 1149, confirm that the 2002 test year
expenditures should be increased above the level of actual regulatory expenditures for 1999.
Accordingly, we adopt half of ICNU’s proposed $660,945 adjustment, and reduce PGE’s 2002
test year expenditures for rates and regulatory affairs by $330,472. This adjustment allows fora
considerable increase in PGE's rates and regulatory aﬁaus budget, yet reflects a reasonable level
of future regulatory activity 2!

We make a similar adjustment to PGE’s proposed legal costs in its 2002 test year.
PGE has forecasted a $1.0 million increase from 1999 costs based on “the restructuring of PGE’s

- business environment from regulated to competitive.”? As ICNU notes, however, PGE fails to
account for any cost decreases that may be associated with unbundling and the transfer of
operational control of transmission assets to a Regional Transmission Organization. Moreover,
like the company’s regulatory activities, we do not believe that all costs associated with the

2! [CNU also recommended an additional $311,752 reduction in rates and regulatory affairs costs, for a total
reduction of $972,679. We do not adopt ICNU’s additional adjustment, which would reduce expenditures for PGE’s
Environmental Affairs.

2 See PGE/700, Stevens/7.
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competitive transition will continue to occur in all future years. Accordmgly, we adopt ICNU’s -
recommendation and disallow half ($505,829) the proposed increase in legal fees. We do not

adopt ICNU’s additional $185,805 reduction relating to Ledger Account N44013, which includes
the cost of Portland General Holdings (PGH) employees performing legal services for PGE.
\' .

2. . Adopted CUB Adjustments

While the majority of the proposed adjustments by CUB do not impact industrial
customers, ICNU accepts, as reasonable, $32.04 million of those adjusimcnts and recommends
the Commission adopt them.

We have previously addressed the relevant CuUB adjustmcnts above and need not
repeat our analysis here.

3. IT Costs

. In addmon to the adjustmems cited above, ICNU recommends the Commission
exclude $49 million of PGE’s proposed IT costs from the 2002 rate base. ICNU contends that
PGE has failed to provide sufficient justification for the need and reasonableness of these costs.

PGE responds that ICNU’s proposed disallowance for IT costs is unsupported. We agree with
PGE. .

As clarified above, PGE has the burden of showing that any proposed expense is
just and reasonable. Nonetheless, any intervenor opposing a claimed cost must provide
competent evidence that such costs are not reasonable. ICNU’s proposal, based solely on three
lines of testimony, is not sufficient. In fact, ICNU presents no explanation as to whether i 1t
objects to the programs or the program’s costs.

After a Staff review of the company’s new IT systems and their associated capital
costs, Staff determined that PGE’s capital costs for the new IT systems were prudent and
stipulated to full recovery, subject to audit. In this audit, Staff will examine PGE’s actual capital
expenditures for IT costs, and only those expenditures that are deemed reasonable and prudent
will be anthorized in rates. Expenditures that are not made or found to be 1mprudent will be
refunded to customers. We conclude that this stipulated agreement on IT costs is reasonable,

will ensure that customer,s will only pay for prudently incurred expenditures, and should be
adopted

4, SB 1149 Costs -

ICNU agrees that PGE should be compensated for prudently incurred SB 1149
costs, but contends that PGE has failed to establish that these costs are reasonably certain to
occur during the time period when UE 115 rates will be in effect. ICNU notes that PGE’s
assumptlon that the restructuring bill will take effect in October 2001 appears to be erroneous,

. given the recent passage of HB 3633. Moreover, regardless of the unplementatlon date, ICNU
believes that the SB 1149 costs are both extraordinary and nonrecurring and should not be
included in revenue requirement. ICNU argues that implementation costs not already incurred to
date should be recovered through deferred accounting,

16



A orperNO, 01 =777 'w

In response, PGE first clarifies that HB 3633 delayed implementation of SB 1149
only until March 2002, so SB 1149 will be in effect dunng 2002. Second, PGE contends that
these expenditures reflect new components of PGE’s ongoing operations that are reqmred by
SB 1149. Thus, PGE argues they are not extraordinary, uncertain, and nonrecurring,

We agree with PGE. The ﬁve-mont?t delay of SB 1149 will not materially affect
PGE’s activities to implement the restructuring. As PGE notes, SB 1149 will take effect in
March 2002, and the company will be making expenditures in the first quarter of next year to
prepare for the implementation. Contrary to ICNU’s assertions, we conclude that the challenged

expenditures reflect ordinary, certain, and recurring costs that should be included in PGE'’s
revenue requirement.

Commission Resolution

We appreciate the efforts of PGE, Staff, and Fred Meyer in negotiating and
stlpulatmg to 54 separate revenue requirement issues. With the exception of the additional
non-power O&M adjustments sought by CUB and ICNU, the stipulation was unopposed by any
party. We have reviewed the unopposed portions of the stipulation, find the proposed
adjustments contained therein to be reasonable, and conclude that the results should be adopted.

For the reasons cited above, we also find that the results contained in the disputed
portions of the stipulation should be adopted, but conclude that additional reductions to PGE’s
non-power O&M costs are necessary to yield fair and reasonable rates. These adjustments
include an additional $3.5 million reduction in Customer Service expenditures and a $3,427,055
reduction in management of Commissiori and external relationships, employee training and
development, rates and regulatory affairs, and legal costs. Moreover, PGE has agreed to CUB’s

proposed $160,000 reduction for WeatherWise. Together, these additional adjustments total
$7,087,055.

II.  Portland and League Stipulation

This stipulation covers several issues raised by Portland and League regarding
PGE’s proposed tariffs, rules, and rates. Under the stipulation, PGE agrees that its
interconnection standards will continue to reference applicable Institute of Electrical and
Electronics Engineers (IEEE) criteria and that its interconnection standards will follow those
IEEE criteria. If Portland or a member of the League opts to pursue interconnection with PGE’s
distribution or transmission system, PGE will work cooperatlvely with that municipality in
applying these standards. Moreover, PGE agrees to revise Rule C relating to restoration of
utility services to confirm that it will reconnect critical retail load consumers as soon as possible.
PGE also agrees to continue to work cooperatively with municipalities and other public bodies to
identify critical load customers. In addition, PGE agrees to further revise Rule C to clanfy what
constitutes a “pubhc works project.”

The stipulation also addresses disputed issues related to street lighting. The
stipulation addresses four rate-related components: (1) circuit charges (marginal costs of service
drops); (2) group relamping; (3) power door luminaries; and (4) emergency pole replacements.
PGE, Portland, and League request that the Commission approve the various tariff adjustment
described in the stipulation. No other party has filed any objection to the stipulation.
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Commission Resolution

We have reviewed the Portland and League stipulation and find the proposed
adjustments contained therein to be reasonable. Accordingly, the stipulation, set forth in
Appendix C, is adopted. '}

A}
”

I Power Cost Stipulation

In this stipulation, PGE, ICNU, CUB, Fred Meyer, and Staff agree on matters
related to power costs issues raised in this docket. The stipulation establishes methodologies or
mechanisms by which PGE will: (1) establish its power costs; (2) value its long-term and
short-term resources and credit that value to all consumers, including consumers selecting direct
access; (3) pass all of the benefits of BPA subscription power to all residential and small farm
customers; (4) reflect, in rates, the current adverse hydro conditions facing the company; and
(5) share, with its customers, the benefits and burdens of variations between expected power
costs included in base rates and actual power costs. The stipulation also includes a shopping
credit for commercial customers and addresses charges to Boise Cascade.

Under the supula'aon, charges for PGE’s energy services are basedona
combination of market pncs and the value of PGE’s resources. PGE will first determine the
- market price of power using its most recent forward pnce curves. The company will make that
determination on September 12, 2001 for this upcoming year, and on November 15 for each
calendar year thereafier. In addition to this market price, PGE will credif or charge each
customer with the positive or negative value of PGE’s resources. This credit or charge will be
calculated from the Resource Valuation Mechanism (RVM) set forth in Schedule 125.

The RVM compares, by customer class, the total cost of power from PGE’s long-
term and short-term resources to the market price of an equivalent amount of power. If total cost
of power from either long-term or short-term resources is less (greater) than the market price of

_an equivalent amount of power, the difference will be provided as a credit (charge) to customers
and spread among customers in the class on an equal cents per kWh basis. PGE will make a
similar calculation for BPA subscription power to ensure that 100 percent of the benefits of
subscription power will flow to eligible customers.?*

For purposes of allocating total fixed and variable power costs among customer

classes and calculating thie RVM, PGE will allocate its long-term and short-term resources as
follows:

2 The stipulation originally listed September 11, 2001 at the valuation date for the upcoming year. In post-
stxpulatlon settlement discussions, however, the parties agreed that September 12, 2001 will be the date for final
Emcmg in this docket.

* To reflect the projected difference in net variable power costs between expected and normal hydro conditions,
PGE will calculate a separate charge under Part C of Schedule 125, This charge is described in Paragraphs 1 and 2
of the Stipulation and is designed to account for the current adverse hydro conditions. The charge applies only until
December 31,2002. The charge is based on reduced hydro generation of 300,000 MWh over the period
October 1, 2001 through December 31 2002, spread to months based on Exhibit E to the stipulation.
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()  First, PGE will allocate its long-term resources among customer
classes in proportion to their respective percentages of retail
load for the 12 month period ended September 30, 2001;
|
(b)  Second, BPA subscription power will be allocated to the
residential and small-farm customers of PGE eligible to
participate in BPA’s residential exchange program;

(¢)  Third, PGE will allocate its short-term resources among all
. customer classes until each customer class has been allocated a

sufficient amount of resources to cover the expected load of that
class. If resources are insufficient to serve all expected
customer load, PGE shall allocate the shortfall among the
customer classes in proportion to their respective percentages of
expected shortfall. Any shortfall of resources for any customer
class shall be filled by market purchases;

(d  Any excess of short-term resources over expected load shall be
allocated among all customer ‘classes in proportion to their

respective percentages of expected load; and

() If, after applying (a) and (b) above, the residentia} class has
sufficient resources to meet expected load, short-term resources
shall be allocated to the other classes on a pro rata basis until
they reach the same relative position as the residential class.
Any remaining short-term resources shall then be allocated in
accordance with (d) above.

PGE will next allocate the net variable power costs produced by-Monet, its power
cost model, for the rate period for long-term resources, short-term resources and BPA
subscription power among the customer classes in accordance with their relative percentages of
each type of resource. PGE will then allocate and add the fixed costs of long-term resources
among the customer classes in accordance with their relative percentages of long-term resources.

The stipulation also adopts a Power Cost Adjustment (PCA) to address the
uncertainty in forecasting power costs. The PCA, set forth in Schcdule 127, starts with net
variable power costs as described above, adjusted for specific items.> The credits or charges )
produced by portions of the RVM are combined with et variable power costs to produce a base
net variable power cost (NVPC). The power cost variance (PCV) is then calculated. The PCV is
the difference between actual and base NVPC less the difference between actual and base energy
revenues. Base energy revenues are the energy revenues forecast from existing tariffs and the
load forecast used to develop the base NVPC.

The PCV is then compared to a table in Schedule 127 to determine an adjustment
amount that will be charged or credited to customers in rates. The table includes a dead band of
negative $28 million to positive $28 million in PCV before there is any adjustment amount. The

* Schedule 127 does not apply to BPA Subscription Power.
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tablc also includes percentage sharing of the PCV between PGE and its customers in percentages .
ranging from 50 percent to 95 percent. This sharing is designed to motivate PGE to manage its
power costs prudently, while recognizing the current volatlle power markets.

The stipulation also includes a shopping mcentwe of 0.5 cents per kWh for large
nonresidential customers with load less than 1 MWa. This'incentive is limited to the first
10 percent of eligible customers that choose direct access, and its cost is recouped from the
eligible class. Finally, the stipulation addresses charges to the Boise Cascade St. Helens Plant.

Commission Resolution

As noted above, this stipulation represents a settlernent in compromise of the
positions of most of the active parties to this docket concerning power costs. The executing
parties recognize that PGE’s power cost situation is unique, given PGE’s exposure to the
wholesale energy market and the current uncertainty and volatility of that market. The parties
believe that the stipulation produces several benefits for customers that are consistent with the
provisions of SB 1149. No party opposed the stipulation.

After our review, we conclude that the stipulation is reasonable. As the executing
parties note, the stipulation establishes rates for PGE’s energy services based on the market price
of energy. This allows customers to know the actual price of energy by sending the appropriate
pricing information to the retail market. In addition, the RVM passes the value of PGE’s long-
term and short-term resources to all of PGE'’s customers, including those electing direct access
and portfolio service. This promotes competition and choice consistent with SB 1149.

The stipulation also provides the methodology to allocate PGE’s resources among
customer classes. This will more appropriately allocate, to each customer class, the actual cost to
provide energy service and resource value to that class and reduce potential cross-subsidies
among customer classes. Finally, the stipulation provides a meanis for PGE to mitigate the
adverse impact of current hydro conditions, and implements a PCA that fairly distributes among
the customers and PGE the potential benefits and costs resulting from changes in load, resources
and the wholesale power market. Accordingly, the stipulation, set forth in Appendix D, the
attached Schedules 125 and 127, and the August 20, 2001 letter explaining the assumptions and
inputs that PGE will use in the final Monet run, are adopted.

IV. Snpplemental Revenue Reqmrement Stxpnlatmn

PGE, Staff, and Fred Meyer filed this stlpulatlon to resolve the treatment of
franchise fees and steam sales. In its original filing, PGE believed that ORS 221.450, as’
"modified by SB 1149, required franchise fees to be paid on a volumetric basis, rather than a
_revenue sensitive basis described in the previous version of the statute. After discussions with
the League, however, PGE now agrees that cities will be able to choose the basis that is most
advantageous to them pursuant to a specific set of procedures. Because the parties believe that
cities will utilize the revenue basis for fees based on revenues collected in 2001, the stipulation
permits PGE to revise its revenue requirements to: ‘(1) reflect a $794,000 increase in franchise
fees based on 2002 revenues at current rates, and (2) adjust revenue sensitive costs in the test
year 2002 to reflect a 2.26 percent rate.
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The steam sale adjustment is due to a recent contract to sell steam producedat -
PGE’s Coyote Plant. Under this stipulation, PGE will decrease Other Revenue by $306,000 to
remove imputed steam sales as originally filed. Other Revenue is increased by $1,143,000 to
reflect PGE’s total estimated steam sales revenue for 2002. Further, PGE will make certain
adjustments to its Monet power cost mode! to reflect expected steam sales for each month. PGE,
Staff, and Fred Meyer request the Commission to approve the stipulation. No party opposes it.

Commission Resolation

We have reviewed the supplemental revenue requirement stipulation and find the
proposed adjustments contained therein to be reasonable. Accordingly, the stipulation, set forth
in Appendix E, is adopted.

V.  Rate Design Stipulation

Under the Northwest Regional Power Act, residential and small farm customers
of PGE are entitled to share in the benefits of the low cost power sold by the BPA. Traditionally,
the BPA provided those benefits in cash to PGE, which in turn has credited its customers under
Schedule 102. Beginning in October 2001, however, the BPA will begin providing the benefits
in the form of both power and cash. This stipulation is intended to resolve how PGE should pass
the BPA power and financial benefits to PGE’s residential and small farm customers.

: Under the stipulation, PGE will value the BPA subscription power by comparing
the cost and market value of that power. This value will flow through to customers under
Schedule 102 as a credit or charge per kWh, which will be valued consistently with the way PGE
prices energy and establishes the RVM under Schedule 125. This gives customers a credit or
charge equal to the rate BPA charges PGE for subscription power, and ensures that all of the
benefits and burdens of subscription power will flow through to eligible customers. PGE will
also pass through the cash benefits in the form'of a credit to all residential customers for all
k'Whs of use in excess of 225 kWh per month.

PGE and Staff designed the application of the BPA credit, BPA cash and the
RVM credit or charge to produce an initial rate differential of between 10 and 25 mills per kWh
for residential customers between the first 225 kWh of use per month and any kWh of use in
excess of 225 kWh per month. Because changes in the forward price curves applied to PGE’s
final Monet run may produce a rate differential outside these parameters, the stipulation allows
an adjustment to the rate differential $o that there is an initial price differential that is neither too
large nor too small. : - o=s .

In the stipulation, PGE and Staff also agree that the basic or customer charge shall
be $10 per qustomer per month. Although PGE had originally requested a $7 per month charge,
the company provided evidence that customer-related costs are in excess of $15 per month.
According to the explanatory brief, Staff and PGE believe that the stipulated rate of $10 per
month more accurately reflects the per-customer costs incurred by PGE. PGE and Staff request
the Commission to approve the stipulation.

CUB and OOE are not parties to the stipulation, and object to certain portions of
it. CUB does not oppose the content of the stipulation, but believes that the explanatory brief
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supporting the stipulation mischaracterizes the reason why the parties negotiated an increase in -
the basic or customer charge. While it does not support the proposed increase to $10 per month,
it recognizes that the increase avoids the perverse result of having some low use customer rates
go down, while overall rates go up. CUB claims that this is the basis for the stipulated increase,
not the one contained in the explanatory brief. CUB believes that adoptmn of the stipulation
based on the need to “more accurately reflect the per customer costs incurred by PGE” represents
a significant change to Comrmssmn policy that is not supported by the record.

OOE also does not oppose PGE’s and Staff’s settlement on residential rate design.

' OOE contends, however, that the proposed stipulation does not provide adequate inversion to

residential rates to move the rate for use over 1,000 kWh per month significantly closer to the
long-run incremental costs for space heat use. Therefore, it recommends the Commission further
modify the stipulation by adopting its rate design proposal. Like the stipulated rate design, OOE
recommends an initial residential block set at the per-customer amount of BPA power and priced
equal to what BPA charges PGE. OOE proposes a second block for use above the BPA block -
and below 1,000 kWh per month, and a third block, or tail block, for all use above 1,000 kWh. -

To move energy charges for space heating closer to the high costs to serve these
loads, OOE recommends that the calculation of the average rate for the first 1,000 kWh should
equal the sum of the commodity charges, plus the $3.00 increase in the basic rate, divided by
1,000 kWh. It then recommends PGE decrease the net rates for the first 1,000 kWh and
increase the net rate for the tail block to obtain a rate differential of 1.1 cents per kWh. OOE
explains that this 1.1 cent differential would exist only until further adjustments are applied
after October 1, 2001, and that the rate differential could be greater or less than 1.1 cents after
that date. OOE claims that the higher tail block rate will begin to provide better price signals
for residential customers when making home-heating decisions.

Commission Resolution

We have reviewed the rate design stipulation and find the proposals contained
therein to be reasonable. Accordingly, the stipulation; set forth in Appendix F, is adopted. In
‘making this decision, we clarify that we adopt the proposed increase in the basic or customer
charge based on reasons cited by CUB. The increase will avoid a rate decrease to low use
customers while overall rates are increasing.

We declme to adopt OOE’s proposed modification. OOE provides little evidence
or analys1s of how its proposal would affect consumers or whether it will accomplish its apparent
goal of reducing space heating. OOE’s proposed rates could significantly affect a large number
of customers that live in multi-family dwellings and, consequently, have no control over their
heat source. Moreover, it is unclear how many customers that live in single-family dwellings
would switch to gas heating under OOE’s proposal. Only about 16 percent of PGE’s residential
customers heat with electricity. Many of these homes have no duct systems, which are nec&ssary

» for the convenient installation of gas systems
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CONTESTED ISSUES o
I  RATE OF RETURN

The United States Supreme Court established the standard for determining cost ofI \
. capital allowance in utility rate-making proceedings: Y

“[TThe return to the equity owner should be commensurate with returns on
investments in other enterprises having corresponding risks. That return,
moreover, should be sufficient to assure confidence in the financial
integrity of the enterprise, so as to maintain its credit and to attract
capital].]"*

" To determine a rate of return on rate base that is appropriate for PGE, we must
first identify the costs and components of the company’s capital structure. The cost of each
capital component is estimated and weighted according to its percentage of total capitalization.
These weighted costs of capital are combined to calculate PGE’s overall cost of capital, which
becomes the allowed rate of return on rate base.

During settlement discussions, PGE and Staff reached agreement on all rate of
return issues except PGE's required return on equity (ROE or cost of equity). PGE estimates its
required ROE to be 11.5 percent and seeks an authorized ROE at or above that level. ' PGE
contends that this return is the appropriate rate, using a 2002 test year aiid considering the
company’s pricing and operation risks. The company’s ROE recommendations are based on the
joint testimony of Mr. Patrick Hager, PGE’s Manager of Regulatory Affairs, and Mr. William
Valach, PGE's Manager of Finance (collectively Hager-Valach). Hager-Valach present ROE
estimates using a single-stage and multi-stage Discounted Cash Flow (DCF), the Risk
Positioning Method, and a comparison of actual determinations of required equity returns in

other jurisdictions.?’

Staff contends that PGE’s request is excessive and recommends the adoption of
an ROE for the company of 9.0 percent.?® Staff presents ROE estimates from two witnesses.
Bryan Conway (Conway), Staff’s Program Manager of Economic and Policy Analysis, presents
cost of equity estimates using a single-stage DCF model, the Fisher-Kamin version of the Capital
Asset Pricing Model (CAPM), and a qualitative analysis of the Commission’s most recent
contested ROE decision int docket UG 132.2 James A. Rothschild (Rothschild), President of
Rothschild Financial Consulting, quantifies his cost of €quity recommendations using the single-
stage and multi-stage DCF model and two versions of what he calls the risk premium/CAPM
method. ' ‘

26 Federal Power Commission v. Hope Natural Gas Company, 320 U.S. 591, 603 (1944). We note that the 2001
Legislative Assembly recently codified this standard in HB 3502, amending ORS 756.040(1).

7 In rebuttal testimony, Hager-Valach update their original ROE recommendations based on information available
through April 30, 2001, and make certain adjustments to their DCF analysis based on Staff’s testimony. In this
order, we address Hager-Valach’s recommendations contained in their rebuttal testimony.

-  Staff originally recommended an authorized ROE of 8.9 percent, but adjusted its recommendation in its opening
brief to account for the increase in risk free rate. See footnote 35; infra.

? In re Northwest Natural Gas Company, Order No. 99-697.
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Our discussion is divided by methodology. For each section, we begin with a
review of the methodology, followed by a summary of the parties’ recommendations. We then
address and resolve the contested issues under each specific methodology. Afier addressing all
five methodologies, we conclude our discussion by adopting an authorized ROE for PGE. |

%
1. ' Discounted Cash Flow (DCF) "

The DCF model estimates the cost of equity by determining the present value of
the future cash flows that investors expect to receive from holding common stock. The current

stock price is assumed to reflect investors® expectations for the stock, including future dividends
and price appreciation. The return on equity under the DCF model is the rate that equates the
current stock price and expected cash flows to investors.

' In this case, the parties used two DCF models. The basic, or single-stage DCF
formula assumes a constant growth rate in future dividends. Itis generall_y expressed as:

k= D14
B g

Where:
k.= cost of equity; '
D, = dividends per share over the next 12 months;
Po = current stock price; and ®
g = annual growth rate in future dividends per share.

The multi-stage, or complex DCF formula assumes that growth rates may change
over time. That formula is expressed as:

P 6= D| + Dz + + D.
dT+ky a+ky o (I +ky

Where:
D; ... D, =the expected stream of annual dividends per share.

DCF Estimates

Hager-Valach could not apply the DCF model directly to PGE, because the
company is no longer publicly traded following thie merger with Enron Corporation. Thcrefore,
as a proxy for PGE, Hager-Valach use three samplc groups of electric utxhty companies. The
first group, which they had originally selected in their direct testimony, is comprised of
17 utilities listed in Moody's Electric Utility Index and Standard & Poor’s Electric Utility Index.
The second and third sample groups are ones used by Staff in its testimony. Although PGE does
not agree with Staff’s sample groups, Hager-Valach include them to demonstrate that the
different samples did not significantly impact the DCF calculations. Hager-Valdch use both the
single-stage and multi-stage DCF models.
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For their single-stage DCF analysis, Hager-Valach estimate the dividend yield -
(D\/ Py) as four times the most recent quarterly dividend payment divided by the stock price.>
To calculate stock price, Hager-Valach use the month-high closing price, month-low closing
price, and the month-end price for each month during the February through April 2001 period.

To determine future growth (g), Hager-Valach use the br + vs method, which
allows for growth through stock issuance and through earnings growth. In this formula,
b represents the percentage of earnings retained by the company, and r represents the rate of
return investors to earn on the company’s book value. For these inputs, Hager-Valach
rely on Value Line”! forecasts. For the vs component, v represents the portion of the proceeds
from future stock expected to exceed book value, and s is the growth rate of the stock
outstanding. For these inputs, Hager-Valach use historical data. '

For their multi-stage DCF analysis, Hager-Valach separate dividend growth into
three stages. For the first stage, they use Value Line forecasts for the indicated dividend for the
next 12 months. These forecasts reflect implicit one-year growth rates. Hager-Valach estimate
the second growth rate as the annual growth rate occurring between 2001 and 2004. The 2004
dividend is estimated as an average of estimated dividends for the years 2003-2005, as estimated
by Value Line. For the final growth rate, Hager-Valach use the br + vs calculations they use in
their single-stage DCF. ’

For the three electric utility sample groups, Hager-Valach’s single-stage DCF cost
of equity estimates range from 11.44 to 12.80 percent, while their complex DCF estimates range
from 10.90 to 12.13 percent.

Staff presents a total of three DCF models: Conway’s single-stage model and
Rothschild’s single-stage and multi-stage models. Conway applies his single-stage DCF analysis
to a sample of 42 electric utility companies he believes are suitable for use as a proxy cost of
equity estimate for PGE. He limits his sample to companies covered by the Value Line
Investment Survey that are primarily engaged in retail sales of electricity, companies that have
" not omitted an annual dividend in the past five years and for whom Value Line is forecasting
continued dividend payments, and those companies for whom he could calculate CAPM betas.

To compute his yield component, Conway uses reported stock prices for
January 11, 2001, and Value Line forecasts of dividend per share for each company for the next
12 months. To estimate future growth, Conway uses past dividend growth as an indicator of the
marginal investor’s expectations of future growth. For his sample of electric companies,
Conway examines both the arithmetic and geometric means across the sample of historical
dividend growth. Conway’s single-stage DCF analysis produces a cost of equity estimate
between 7.75 and 8.0 percent. :

'Rothschild applies his single-stage DCF analysis to four sample groups. First, he
examines the groups of electric companies selected by PGE in this proceeding and by PacifiCorp
in docket UE 116. Next, to confirm the reasonability of his estimates, he performs a DCF

3 Hager-Valach initially used a different methodology, but adopt this approach in response to Staff’s testimony.
Although Hager-Valach believe that this approach causes the cost of equity to be understated, Hager-Valach adopt it
for purposes of this case.

3! Value Line is a widely-circulated subscription service that provides independent analysis of stocks.
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analysis on the group of gas distribution companies used by PacifiCorp in docket UE 116, as
well as a group of water companes.

Rothschild considers dividend yield data at & recent point in time and over the last
year. First, he calculates dividend yield by dmdmg the most current annualized dividend rate
declared by each company by the spot stock price as of February 28, 2001 for each company. He
also divides the most current annualized dividend rate declared by the average high and low
stock price of each company over the year ended February 28, 2001. He increases the dividend

yield result by adding one-half the future expected growth rate so that the yield is equal to an
estimate of dividends over the next year. _

To calculate & growth rate, Rothschild uses a br + vs formula similar to that used
by Hager-Valach, but with different data. He calculates b, the retention rate, based on a derived
dividend yield on book value, and 7, return on book equity. To determine r, Rothschild examines
both analysts’ forecasts and historical daxa for returns on book equity.’ Finally, he uses Value
Line forecasts for his vs inputs: -

Rothschild’s simplified DCF results produce a cost of equity range of 9.17 to -
9.24 percent for the PacifiCorp sample group, and a range 0f 9.47 t0 9.71 percent for the PGE

sample group. He places no weight, however, on the results for the PGE sample group, which he
considers to be an upwardly biased example.

In his multi-stage DCF model, Rothschild separates dividénd growth into two
stages. His first stage of the model is based on Value Line’s forecasts for eamnings per share and
dividends per share for 2000 through 2004. Because Value Line does not forecast a specific
earnings and dividend projection for every year in that period, Rothschild projects those omitted
years by extrapolating the available data.

Rothschild determines second stage earnings by multiplying the future book value
per share by the future expected return on book equity used to calculate future growth, g, in his
single-stage DCF model. Rothschild projects growth in his second stage for 40 years into the
future. Rothschild’s complex DCF results produce a cost of equity range of 9.71 to 9.81 percent
for PacifiCorp’s sample group of electric utility companies.

Disputed DCF Issues

: Of the two DCF versions presented, the parties differ the most with regard to the
single-stage DCF model. Specifically, the parties disagree significantly on the proper method to
calculate the growth component. PGE criticizes Conway’s single-stage DCF estimate, because
he uses historical data to estimate the growth rate component. While Rothschild uses the same
br + vs formhula used by Hager-Valach to calculate growth, PGE claims that Rothschild’s
estimates for retention ratios, b, and return on book equity, 7, are highly subjective, downwardly
biased, and flawed. Staff counters that Hager-Valach’s use of Value Line forecasts for retention
ratios, b, combined with an historic dividend rate in their calculations, seriously overstates the
cost of equity. Staff contends that the mismatch in the time chosen to estimate these two inputs
creates substantial and unnecessary error. These differences are so significant that Staff suggests
that the Commission simply reject the use of the smgle-stage version of the DCF model in favor
of the multi-stage formula.

26



ORDERNO. Q{=T777~ %

Staff and PGE agree that the single-stage version of the DCF model can only be
propetly used if dividends, earnings, stock price and book value are expected to grow at the same
rate. The difficulty arises, however, in selecting the values to use for these inputs. PGE and
Staff disagree on whether the use of a forecasted retention ratio requires an adjustment to the
current dividend to avoid double counting. Both parties provide a reasonable basis for their

respective positions, but neither has sufficiently established why the opposing methodology
should be rejected.

We have previously favored use of the multi-stage DCF analysis over the single-
stage DCF formula. In docket UG 132, In re Northwest Natural Gas Company, we noted that
the multi-stage DCF improves on the implicit assumption in the single-stage version that
dividends grow indefinitely at the same rate.?> This limitation of the single-stage DCF model is
even more significant given the ongoing restructuring of the electric industry. *For this reason,
and in light of the parties’ significant disagreements over the proper application of the single-
stage DCF model, we adopt Staff’s recommendation to reject the single-stage DCF analysis in
favor of PGE’s and Staff’s multi-stage DCF results. We conclude that the parties® single-stage
DCF analyses provide no information not already contained in their complex DCF analyses.
Parties are free to use the single-stage version of the DCF method in future dockets, but they will
be expected to show that the required industry stability is present.

Turning to the multi-stage DCF, models presented, PGE identifies four primary
errors in Rothschild’s multi-stage DCF calculation, three of which relate to his second stage
growth projections. First, PGE criticizes Rothschild’s estimate for expected return on book
equity, . PGE notes that, while Rothschild claims to have relied, in part, on Value Line forecasts
- for the companies in PacifiCorp’s sample group, he actually lowers that average by omitting the
company with the highest expected return—DPL, Inc. (DPL). Rothschild retained DPL in his
sample for the purpose of calculating market-to-book ratio (M/B).

~ Staff responds that Rothschild’s exclusion of DPL is justified, because the Value
Line forecast of a 23 percent return on equity for that company is not indicative of the return
investors expect could be maintained into the future. Staff notes that the 23 percent forecast is
more than three standard deviations above the mean for the forecasted returns for the sample
group, and that only one company earned more than 20 percent on equity in any given year out
of about 150 historic earned returns reported by Value Line.

_ Staff is correct that the Value Line forecast for DPL is high by historical
standards. The issue presented, however, is not whether to include DPL in the DCF estimate, but
rather if data for the company should be used selectively in the analysis. As discussed above,
Rothschild excludes DPL to estimate return on book equity, but includes the company to
calculate his-average M/B for the PacifiCorp sample group. This selective use of data overlooks
the interrelationship between the various components of the DCF model. Given the high
forecasted return on book equity, it is likely that investors have bid up DPL’s stock price, which
is the numerator of the M/B calculation. Because a higher stock price produces a higher M/B, it
is not surprising that DPL, the company with the highest forecasted return on book equity, also
has the highest M/B. Thus, we agree with PGE that Rothschild has, in effect, decreased his cost

32 Order No. 99-697 at 23.
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of equity estimate by using DPL’s relatively high stock price but excluding the company in his -
assessment of the expected returns that generated the higher stock price in the first place.
Accordingly, we conclude that Rothschild’s expected return on book equity for his second stage
of his DCF calculation should be adjustad to 13.37 percent—the value Rothschild used for the
last year (2004) of his first stage calculation.

Second, PGE claims that Rothschild erred in calculating the retention rate, b.
PGE explains that, rather than relying on Value Line forecast, Rothschild reverts to a 2001
retention rate for his second stage growth projection. PGE observes that Rothschild’s reversion
to the 2001 retention rate creates a sharp discontinuity between the first and second stages in his
model. PGE also contends that Rothschild provides no basis to disregard Valve Line forecasts in
his second stage. PGE notes, while e claims the current retention rate is “more consistént with
investor expectations,” Rothschild fails to provide any basis for that statement. PGE adds that he
also failed to sufficiently explain why he used the current forecast in this docket, when he had
used long-term forecasts in a prior Commission docket, UE 102.

In examining Rothschild’s calculation of the retention rate, we are not
persuaded that current data should be used instead of forecasted rates. To ‘explain his switch in
methodologies since docket UE 102, Rothschild refers to a large forecasted difference that
existed in an intervening case, but fails to explain whether a similar difference existed in this
case. He similarly fails to support his assertion that the current retention rate seems to better
represent investor expectations. Indeed, Rothschild’s adjustment causes a steep decline in
retention ratios after 2004, reversing an upward trend forecasted by Valué Line. We concur with
PGE that the use of a forecasted retention rate should be used in this docket. We are not
precluding the use of historical retention rate information in future dockets, but parties
advocating such usage must justify the use of such data.

Third, PGE criticizes Rothschild’s use of Value Line forecasts to estimate the sale
of newly issued stock, the s term in vs. Although PGE admits that DCF inputs should, in
general, be based on forecasts rather than historical rates, PGE contends that an exception is

appropriate here, because Value Line does not forecast large but relatively infrequent public
offerings. '

Staff disagrees and believes it inappropriate for PGE to favor the use of historical
data to estimate s, while strenuously arguing that forward-looking projections should be used for
both 5 and r. We agree. ‘Moreover, while we acknowledge the difficulty in predicting large
offerings, PGE failed to establish that Value Line expressly excludes the possibility of such
offerings in forecasting future sales of newly issued stock. Moreover, Staff demonstrated that
the historic data is misleading, since new stock sales as a percentage of the amount of stock
outstanding has been in a steep decline. Based on this record, we conclude that projections
should be used to estimate the sale of newly issued stock in this docket.

PGE contends that the fourth flaw in Rothschild’s multi-stage DCF model is his
calculation of stock price using a mismatched M/B. PGE explains that, for each stock in the
sample group, Rothschild calculated 2 M/B using a February 28, 2001 stock price but an
estimated book value as of year-end 2000. He then used the sample average M/B rate of 1.78 to
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calculate a sample average 2000 stock price for his first value for market price—$38.47.2 PGE
claims that Rothschﬂd should have used, for his first value for market price, the actual average
stock price of $36.99.3* By using the higher stock pnce, PGE contends that Rothschild drove
down the cost of eqmty, because the higher the stock price, the lower the discount rate—which is
the cost of eqmty in the multi-stage calculation—needed to equate future cash flows to the stock
purchase price. PGE adds that the use of the correct, lower stock price, also requires reducing
the M/B, since the stock price serves as the numerator in that calculation. Otherwise, PGE
explains, the cost of equity will be overstated.

Further, PGE claims that Rothschild used the wrong denominator for his M/B.
PGE observes that, for this figure, Rothschild used Value Line s estimatéd book value for the
sample for year-end 2000, which ignores the growth in book value expected to occur by
February 28, 2001. Thus, PGE contends that, in his analysis, Rothschild should have added to
the year-end book value one-sixth of the expected growth in 2001. This, according to PGE,
results in a book value of $21.70, and a M/B of 1.70. PGE adds that this lower M/B results in
lower proceeds from the sdle of stock and, all things being equal, reduces the cost of equity.

We agree with PGE’s observations and conclude that Rothschild’s multi-stage
DCF estimates should be adjusted so that the average stock price on February 28, 2001 of
$36.99 is used for the hypothetical stock purchase. There is no explanation why an investor
would irrationally pay $38.47 for a stock that he or she can buy on the market for $36.99.
Moreover, because of this adjustment, both the numerator and denominator of Rothschild’s
M/B calculation should also be modified. For the numerator, Rothschild should have used the
average stock price of $36.99; for the denominator, Rothschild should have increased year-end
2000 book values by one-sixth of the increase in the estimated year-end 2001 book values.

2. Capital Asset Pricing Model (CAPM)

Another method of estimating cost of equity is the CAPM. The CAPM is a risk
premium analysis that calculates the expecied equity return by adding a risk premium to a “risk free”
rate of return. Risk is represented by the term “beta,” which measures the stock’s volatility relative
to the market as a whole. The beta for the market is equal to one. Therefore, a stock with a beta
greater than one is more risky than the average stock, while a stock with a beta of less than one is
less nsky than the average stock. The risk premium is generally calculated by multiplying the
company’s beta by the difference between the cxpected market return and the risk free rate. The
formula is generally stated as follows

= - K¢ =Risk-free rate + beta (market risk premium)
CAPM Estimates
Only Staff presents ROE estimates based on the CAPM. Conway's CAPM
analysis relies on the traditional formula set forth above. Assuming that investors have

intermediate-term investment horizons, Conway calculates a risk-free rate based on an average
of intermediate-term U.S. Treasury notes. Averaging the yields-to-maturity of the 5-, 7-, and

¥ See Staffi702, Rothschild Schedule JAR 5, page 1, column 9.
M See Stafff701, Rothschild Schedule JAR 3, page 1, column 5.
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lO-year U.S. Treasury securities quoted in the March 21, 2001 edition of The Well Street
Journal, Conway calculates a risk fres rate of 4.7 percent.®

Using Staff’s traditional Fisher-Kamin method and a new GARCH approach, %
Conway then calculates a beta for his sample group of electric utility companies of between
0.26 and 0.29. He estimates the sample companies beta by “regressing™ their stock returns—
minus & risk-free proxy rate—on the combined portfolio of NYSE/AMEX/NASDAQ stock
returns—minus a risk~free rate proxy. Conway notes that his beta calculations may require some
subjective adjustment, because they are significantly lower than historical beta estimates. Noting
that 5-, 7-, and lo-ym moving averages for beta estimates are 0.40, 0.42, and 0.44, respectively,

Conway believes it is reasonable for the Comzmsslon to rely on the longer-term historical beta in
this docket. -

To estimate the expected market risk premium, Conway assumes that the average
market risk premium over a large number of historical intermediate-term holding periods is a
reasonable estimate of the expected intermediate-term market risk premium. He estimates the
average historical intermediate term market risk premium by calculating the difference between
expected compounded returns on the market portfolio and the compounded retumns on the risk
free asset over an intermediate period. The difference is then annualized.

To make his estimate, Conway uses monthly returns from 1926 to 1999 for all
NYSE/AMEXI NASDAQ stocks as a proxy for the theoretical market portfolio returns. He then
estimates the risk-free rate over that period by using 1926 to 1999 data orrintermediate-term
U.S. Treasury securities. Next, he separates the 1926 to 1999 data into holding periods of five to
ten years each, such that all the data were used just once. Finally, he calculates the average rate

of return difference between holdmg the market portfolio and holding the risk-free rate over the
intermediate-term.

Conway estimates a range of historical market-risk premia of 6.6 to 6.8 percent.y’
Inscrtmg these figures into the CAPM formula with his beta range of 0.29 to 0.44 and a risk free

rate of 4.7 percent, Conway estimates a range of cost of capital for his electric utility company
sample of 6.6 to 7.7 percent.

Rothschﬂd uses two different versions of what he calls the “CAPM/risk premmm
method.™® His first versjon estimates the cost of equity by adding the historic inflation premium
to investors® current expectation for inflation. In this calculation, Rothschild first estimates the
expected rate of inflation to be 2.0 percent by comparing the yields on Treasury bonds with
inflation-indexed Treasury bonds, He then adds this 2.0 percent factor to & 6.6 to 7.2 percent

* In its opening brief, Staff updates the risk-free rate to 4.8 percent, based on the arithmetic average of the three
U.S. Treasury rates listed in the June 20, 2001 edition of The Wall Street Journal.
% Staff explains that the GARCH approach was developed by Dr. Curt Wells, Professor of Economncs et the Lund
Umversny in Sweden.

¥ Conway also derives market risk premium calculations based on the recommendations of Dr. Pettlt, who reviewed
Staff’s risk premium estimation procedures in 1999, Utilizing Dr. Pettit’s recommended approach, Conway
estimates the market risk premium to be 4.5 to 4.8 percent. Conway does not rely on these estimates in his CAPM
recommendation, however.
3 Although these can fairly be called risk premium methods, we do not consider them versions of CAPM.
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historic return on common stocks net of inflation to get an inflation risk premium indicated cost
 of equity for an investment average risk of 8.6 to 9.2 percent.

| Rothschild adjusts this return to account for the lower than average market-risk
'\ for the electric utility sample group. To accomplish this, he subtracts the 4.83 percent yield on
+90-day U.S. Treasury bills from the historic return on common stocks. He then multiplies this
_ figure by the average Value Line beta for the PacifiCorp sample group of 0.53 to derive 2 0.94 to
1.26 risk adjusted equity premium. Finally, Rothschild adds this risk adjusted equity premium
back to the 6.6 to 7.2 percent range of historic returns on common stocks to derive a 7.77 to
8.09 percent risk premium for the sample group. '

In his second risk premium analysis, Rothschild estimates PGE’s cost of equity
based on an increment to the historic annual earned returns. He makes four separate calculations
using various interest rates—ranging from 4.83 to 6.71 percent—as his risk-free rate, and various
market risk premia—ranging from 3.51 to 5.33 percent. Rothschild takes the average of these
four calculations using both an average risk beta of 1.0 and the Value Line beta of 0.53 for electric
utilities. Under this methodology, he produces a cost of equity range of 7.60 to 9.55 percent.

To arrive at his final recommendation, Rothschild averages the high-end and

low-end of his two methodologies to obtain a range of 7.69 to 8.82 percent, with a midpoint of
8.25 percent.

Disputed CAPM Issues B : *

PGE begins its criticism of Staff’s CAPM analysis by attacking the reliability of
the model itself. PGE contends that there are several problems with the CAPM model in general,
and with Staff’s Fisher-Kamin version of CAPM, in particular. PGE contends that these

problems are so significant that the Commission cannot rely on CAPM estimates to establish an
ROE for the company:.

PGE argues that the most persuasive evidence against the use of CAPM in this
case is the unrealistically low results it is producing. PGE observes that both Rothschild and
Conway made numerous ad hoc adjustments to artificially inflate their CAPM results. PGE
claims that Rothschild and Conway’s true CAPM results are uniformly below the company’s
cost of new, long-term debt, which is 8.17 percent.** PGE contends that such low results are-not
consistent with financial theory—that the return on a riskier asset, like common stock, should be
higher that the return on a less risky asset, like long-term debt.

3% PGE contends that Rothschild’s true CAPM/Inflation Risk Premium results yicld a range of cost of equity of
6.83 to 8.58 percent, not 7.60 to 9.55 percent as reported in his testimony. PGE asserts that Rothschild inflated his
* results by using, without explanation, a beta of 1.0 to calculate one of his four findings. PGE also claims that, in his
inflation-based analysis, Rothschild uses an unconventional method to calculate the company-specific risk premium
*  that increased his estimate by 94 basis points.

Similarly, PGE contends that Conway's CAPM results would have been significantly lower had he
followed Staff's traditional CAPM approach or adopted the recommendations made by Drs. Wells and Pettit for
calculating betas and market risk premium. For example, PGE notes that, while Conway calculated the Fisher-
Kamin beta to be 0.29, he actually used a beta of 0.44 derived from a 10-year historical average. PGE believes that -
this adjustment is contrary to Staff’s traditional endorsement of the Fisher-Kamin methodology, namely that it
allows betas to change over time.
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Staff defends the CAPM model and disputes PGE’s specific criticisms. Staff
notes that the CAPM model is a commonly accepted method of determining cost of equity and
contends that the CAPM estimates here provide important insights into PGE’s cost of equity.
Staff acknowledges that the CAPM may be currently understating the cost of equity due to
present market conditions. Nonetheless, Staff adds that Conway and Rothschild took this fact
into consideration and liberally rounded up the results in their analyses.

This Commission has relied on the CAPM &as an appropriate method for
estimating a utility’s cost of common equity for over 20 years. Recently, however, many utilities
have argued against its use for reasons similar to those presented by PGE in this proceeding. To
date, this Commission has rejected those arguments, concluding that the CAPM remains a viable
method for determining cost of equity.*® '

We acknowledge that Staff’s CAPM methodology. faces its biggest challenge yet.
Staff cannot escape the fact that its CAPM analyses appear to be producing results below PGE’s
current cost of new, long-term debt. While Staff recognizes that the CAPM may be currently
understating cost of equity, it is unable to fully explain the significant drop in the Fisher-Kamin
betas used in its calculations.*! It has also failed to convince us that its upward adjustments and
rounding of results have accurately and fully compensated for the current CAPM deficiencies.

While the results in this case cast further doubt on the validity of Staff’s CAPM
methodology, we do not believe that CAPM should be rejected in its entirety. We continue to
believe that, in certain cases, CAPM analyses may provide a useful and réliable addition to the
DCF results for determining cost of equity. After our review of the results in this case, however,
we further conclude that the CAPM does not provide supportable and reasonable results in this

docket. Accordinglzy, we give no weight to the CAPM results in determining an appropriate cost
of equity for PGE.* .

3. Risk Poéitioning Method

The Risk Positioning Method is a risk premium model that estimates the cost of
equity by adding a premium for risk to a current or expected interest rate. In this analysis, PGE
contends that the non-stipulated ROE decisions by regulatory bodies provide, on average,
unbiased estimates of the cost of equity for electric utilities. By measuring differences between

the authorized returns on equity and the yields on electric utility corporate bonds and yields on

U.S. Treasuries, PGE calculates ranges of estimates of the equity risk premium. The company
then adds the equity risk premia estimates to the current bond and treasury yields to derive a
range for cost of equity. - "=

In their analysis, Hager-Valach rely on approximately 500 reported, non-
stipulated ROE decisions dating back to January 1983. Using the Risk Positioning Method with
corporate bonds, Hager-Valach estimate a risk premium of 3.44 percent. Adding that figure to
the yield from PGE’s most recent non-callable bond (8.19 percent) and the yield for A-rated

# See, e.g., Order No. 99-697 at 19.

41 Conway's 0.29 beta is based on data through the year 1999. Using data through the year 2000, PGE found that
the Fisher-Kamin beta for companies in Conway's sample declined to 0.09—a risk figure close to that for U.S.
Treasuries that are used as the “risk-free” rate in CAPM calculations.

42 This conclusion also applies to Rothschild’s “CAPM/Risk Premium” analyses.
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bonds from the S & P Bond Guide (8.21 percent), Hager-Valach produce a range for PGE’s cost B
of equity of 11.28 to 11.48 percent.

Hager-Valach calculate a risk premium range of 5.70 to 5.80 percent using the
Risk Positioning Method with U.S. Treasury Bonds. Adding that range to the 7-year
U.S. Treasury rate for 2002 using the WEFA forecast (5.39 percent), Hager-Valach calculated a
range for PGE’s cost of equity of 11.09 to 11.19 percent.

Staff contends that the Commission should place little weight on PGE’s Risk

- Positioning Method for three primary reasons. At the outset, Staff notes that the proposed
methodology is not a commonly accepted method for determining cost of equity. Second, Staff
believes that PGE’s proposed analysis is flawed, because it measures cost of equity without a
review of whether the allowed return, relative to the interest rate, is more or less than the cost of
equity actually demanded by investors.

Next, Staff contends that PGE’s Risk Positioning Method suffers from omitted
variable bias. Staff explains that, in conducting a regression analysis, it is critical to include all
. relevant variables to eliminate bias. While PGE admits that many factors influence commissions
in setting the return on equity, such as business risk, interest rate risk, financial risk, and liquidity
risk, Staff points out that the company’s Risk Position Method fails to consider them, instead
relying solely on lagged treasury rates. Because PGE fails to include all the relevant variables
relied upon by the various commissions, Staff contends that PGE’s regression equation suffers
from omitted variable bias and should be rejected. *

This Commission rejected a similar risk-positioning method proposed by another
utility in a recent rate case.® We reach the same conclusion here. As Staff notes, PGE’s
proposed methodology using authorized ROESs and yields on treasuries and corporate bonds is
unconventional and has not been accepted by other regulatory agencies as a reliable means for
determining cost of equity. Because the methodology is not based on accepted regulatory
principles, we decline to adopt it for use in this proceeding.

4. ROEs Authorized by other Regulatory Commissions

In addition to their DCF and Risk Positioning Method estimates, Hager-Valach
rely on recent authorized ROE decisions by other regulatory commissions. Hager-Valach note
that, during the last twelve months, electric utilities received an average authorized ROE of
11.6 percent, with a range of 11.0 to 12.9 percent. Because an investor will consider this type of.
information when making an investment, Hager-Valach believe that PGE should be awarded a
common equity return within this range. '

. Staff objects and contends that PGE’s proposal is circular in reasoning, because
decisions would simply be based by looking at what other commissions allow. Staff adds that
PGE’s proposal would have the effect of improperly transferring to other jurisdictions the
Commission’s obligation of setting cost of equity for Oregon utilities. Finally,:Staff notes that
the Commission rejected a similar request made by NW Natural in docket UG 132:

% See, e.g., Order No. 99-697 at 19,
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“NW Natural contends that the Commxssmn should rely on recent

common equity return decisions made in other jurisdictions. We

disagree. As Staff and NWIGU point out, there is frequently a

. substantial lag between the time evidence is prepared in a rate case

, . and when a decision is finally rendered. Because interest rates

*  bave been steadily declining during the past several years, the

" failure to account for the regulatory lag could result in an
overstatement of cost of capital. Moreover, as noted above, the
authorized ROE is just one component of setting rates and is often
tied to other, unknown elements in a rate case. Therefore, while
other ROE determinations may provide evidence to confirm a
decision, we are reluctant to base an award for NW Natural on

- unknowable parameters from other cas%set in other jurisdictions

and different capital market conditions.

: PGE believes that a review of other authorized ROEs is relevant to determine
investor’s expectations. Because an investor views a commission decision as the utility’s best
estimate of the cost of equity at the time of the decision, PGE maintains that the investor will go
elsewhere if the authorized ROE is set too low for the risk of the investment. PGE adds that,
contrary to its argument here, Staff has previously asked the Commission to consider ROE
decisions from other jurisdictions. As an example, PGE notes that Staff referred the Commission
to a decision by Nevada Commission to justify its ROE recommendation in docket UG 132.%

Wc adhere to our prior determination that, while other ROE determinations may
provide confirmation of a decision, they should not be used as an independent method on which
to base an award. Capital market conditions, not regulatory decisions, determine a utility’s cost
‘of equity. While we agree that regulatory agencies generally make every effort to capture those
conditions, a review of past decisions cannot replace an independent analysis of current market
conditions and how they affect the particular utility. Moreover, ROE determinations are made

not just in traditional rate cases, but also in a range of other proceedings, such as industry
* restructuring plans, merger approval cases, or performance-based regulatory plans. Thus, the
ROE awards may have been based, in part, on other unknown parameters relevant in that
particular docket.

Accordingly, we will continue to review ROEs authorized in othér jurisdictions to
help gauge the reasonableness of the cost of equity estimates derived from independent
mcthodologles We will not, however, rely on such decisions to base an ROE award for a utility.

s. Qualitative Analysis

Staff’s final cost of equity estimate is based on & qualitative analysis that updates
the Commission’s most recent contested ROE decision. Conway notes that, in docket UG 132,
Order No. 99-697, the Commission set rates for NW Natural based on a return on equity of
10.25 percent. There, the Commission adopted a market risk premium of 8.5 percent, a risk-free
rate of 6.3 percent, and a beta estimate of 0.46, to obtain a rounded CAPM estimate of

4 Order No. 99-697 at 23.
4 Order No. 99-697 at 24.
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" 10.2 percent. The Commission avéraged that estimate with a DCF estimate of 10.3 percentto . -
obtain a 10.25 percent cost of equity.

Updating those ﬁgu%es with new information, Conway presents a range of
estimates for PGE's cost of equity.from 8.3 to 10.1 percent. Conway provides this range as an
upper bound for ROE estimates. Y '

i

While recognizing that Conway’s qualitative analysis favors the company, PGE
contends that it is misleading and unprincipled. PGE notes that Conway developed its upper cost
of equity estimate of 10.1 percent using: (1) the Fisher-Kamin beta for NW Natural; (2) an
updated 1999 estimate for the market risk premium plus 150 basis points; and (3) the 6.3 percent
risk-free rate used in that prior docket. PGE questions how the 1999 beta for Northwest Natural
is applicable to PGE in this case, and why Conway relies on an outdated risk-free rate even
though he acknowledges that it is contrary to Commission policy. PGE believes that Conway’s
analysis is unprecedented and another example of the contortions through which that Staff is
willing to go rather than admitting that the Fisher-Kamin CAPM is not producing realistic
results. :

Staff responds that PGE misrepresents its qualitative analysis. Staff explains that
it provided the qualitative analysis to give an upper bound to the range of reasonable cost of
equity, consistent with the Commission’s internal operating guidelines.*® Furthermore, Staff
notes that its testimony made clear that the analysis illustrated various permutations and
combinations of factors to update the Commission’s decision in docket UG 132.

We acknowledge and commend Staff’s efforts to provide additional analyses for
our review of this issue. Nonetheless, we agree with PGE that the adjustments included in the
qualitative analysis are not sufficiently linked to the company to provide a valid cost of equity
estimate in this docket. Accordingly, we give it no weight. :

Commission Resolution

We begin with the range of rates of return on common équity offered by each of
the parties. For the reasons stated above, we reject the parties® single-stage DCF estimates,
Staff’s CAPM and risk premium calculations, PGE’s Risk Positioning and Comparison to
Authorized methods, and Staff’s Qualitative Analysis. Focusing on PGE multi-stage DCF
calculations, we adjust Hager-Valach’s estimates by using Value Line forecasted information to
calculate s, the growth rate of new stock. This producesa cost of equity range of 10.4 to
11.5 percent, with a mid-point of 10.95 percent.

- . “Turning to Rothschild’s multi-stage DCF analysis and using the PacifiCorp -
sample gropp and actual stock closing prices as of February 28, 2001, we first adjust his estimate
by using the average forecasted retention rate, b, for 2004 (43.74 percent) throughout his second
stage. This increases his overall cost of equity estimate to 9.89 percent. Next, we adjust
Rothschild’s second stage input for the expected return on book equity, 7, by using the year 2004

4 Those guidelines provide that Staff is “responsible for ensuring that the record includes a range of legally
supportable positions so that the Commission has options when making a final decision.” Order No. 01-253, App C
atl. :
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value of 13.37 percent. This adjustment further increased Rothschild’s DCF estimate to :
10.13 percent. Finally, we correct Rothschild’s inputs for the stock purchase date and price set at

February 28, 2001, and adjust his M/B accordingly. This produces a final adjusted DCF estimate
of 10.53 percent. \

Together, these two adjusted estimates produce a cost of equity range of 10.53 to
10.95 percent, with 2 mid-point of 10.74 percent. We round this number to 10.75 percent. We
. find that this average of 10.75 percent is an appropriate cost of equity for the comparable group
of electric utilities. We conclude, however, that this figure should be adjusted for PGE, whose
capital structure contains a substantially higher percentage of common equity than the average
for the comparative group of electnc utilities.

It is well understood by finance practitioners and theoreticians that the cost of
equity drops as the percentage of common equity in the capital structure increases. Because the
average amount of common equity in the capital structure of the comparablc group of electric
companies was 45.14 percent compared to 52.16 percent for PGE, it necessarily follows that
PGE has a lower cost of equity. PGE’s capital structure is therefore less risky, and its costof
common equity should be adjusted accordingly.

The question therefore becomes how much of an adjustment should be made.
This record contains varying estimates that the cost of equity for tegulaled electric utilities
decrease anywhere from 4 to 13.8 basis points for each one percent i increase in the level of
common equity in the capital structure. We find Rothschild’s proposed 25 basis point reduction
to be a reasonable adjustment to account for the above average percentage of common equity in
PGE's capital structure. Contrary to PGE's arguments, this reduction does not constitute a
“penalty.” Rather, it is simply an adjustment to acknowledge PGE's reduced financial risk due
to its increased level of common equity in its capital structure. Reliance on the stipulation in
docket UM 814 is reasonable for the purpose of establishing a capital structure for PGE. The
stipulation, however, cannot reasonably be used to argue for an ROE that does not correspond to
the adopted capital structure. .

Accordingly, we will adopt this adjusted average of 10.50 percent as an
appropriate and reasonable cost of equity for PGE.*” Evidence shows that this award will allow
PGE to maintain a reasonable financial structure and attract capital at a reasonable cost. Using
this figure in connection-with other stipulated capital costs and the company’s capital structure,
wtnch we find reasonable-and adopt, ylelds a rate of return for PGE of 9.09 percent.

- | Capital Component Ratio Cost Weighted Cost
Long-term Debt 4632% | 7.508% 3.48%
.| Preferred Stock 153%| 8.432% 0.13%
Common Equity 52.16 % 10.50 % 548 %
Total | 100.00 % 9.09 %

Finally, we close this subject with a short discussion on efforts éxpended in this
docket to fix a reasonable ROE for PGE. ROE determinations have always been a fundamental

47 Given this conclusion, we need not address PGE’s argument that Staff's ROE recommendation, if adopted, would
impair the company's bond ratings. )
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part of utility regulation and, despite a decline in the frequency of traditional utility rate cases, -
continue to play an important role in ratemaking. The task of determining a reasonable ROE,
however, is often one of the most difficult and contentious aspects of a rate case proceeding.
This docket was no different. PGE and Staff presented ROE testimony from seven witnesses and
submitted over 600 pages of prefiled testimony and supporting documents. They required two
full days of hearing on the ROE issue, at which they introduced approximately 30 new exhibits.
After hearing, PGE and Staff produced over 100 pages of legal argument on the issue, and spent
a majority of their time at oral argument addressing the issue to the Commission.

We recognize the inherent complexity of the issue, and that it may be impossible
to devise a method to make the process of determining a reasonable ROE an agreeable one.
Others with more time and expertise have tried to establish a consensus on the overall efficacy of
ROE techniques and methodologies, but failed. It appears that contention over ROE is
unavoidable. Nonetheless, while we recognize our inability to make the ROE process easy, we
believe that the adoption of certain principles on this matter will make the process of setting a
reasonable ROE easier. Based on our experience in this and in other dockets, we offer
guidelines, set forth in Appendix A, for witnesses providing cost of equity recommendations.

"IL.  PRICING

_ The parties to this docket largely agree with PGE’s proposed pricing structure,
tariff building blocks, rules and regulations, rate design and rate spread. JCNU, OSM, and OOE
disagree with specific proposals, which we address below. -

1.  Customer Impact Offset

To help mitigate the rate impact on customers, PGE proposes to limit rate
increases to not more than 150 percent of the overall average increase in base rates.
Consequently, PGE proposes prices for Schedules 38, 48, 49, 93, and 97, that are less than the
cost of service. To offset the revenue lost by this limitation and the effect of certain special
contracts, PGE proposes to increase the energy charges of the remaining schedules. - '

While it acknowledges the need to mitigate large rate increases, ICNU contends
that it is equally important to have an orderly transition to cost-based rates. Therefore, rather
than embed a subsidy in base rates, ICNU recommends that PGE establish an adjustment
schedule to phase out the customer impact offset over a two- to five-year period. ICNU explains
that the adjustment schedule should be implemented such that, once a year, prices are increased
for schedules whose prices are significantly below the long run incremental cost (LRIC) of
service and reduced by a corresponding amount for the remaining schedules.

Commission Resolution

1If adopted, ICNU’s proposal would move all customers to LRIC in as little as two
years, essentially eliminating the customer impact offset. Even under a full five-year period, the
Commission would be required to determine how much certain rates should be increased,
resulting in administrative difficulty and confusing price changes. In the past, this Commission
has phased out the customer impact offset and similar offsets in conjunction with other general
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rate changes. We affirm that practice, which allows us the opportunity to consider the impact of -
rate changes on all customer classes at the time that general rates are being changed.

2. Non-Cunforming.Loaci\Charge
\

- PGE’s proposed Schedule 83 and 583 includes a Nonconforming Load Charge of
- $5.60 per kW/month.” PGE explains that this charge is needed to offset the costs required to
maintain generating capacity for these highly variable loads.

- OSM contends that PGE failed to establish that the charge is either necessary or
- that the amount is appropriate. Therefore, OSM asks the Commission to reject the proposed

charge. In the alternative, OSM requests that, if the Commission determines a special charge is
necessary to cover the cost of load following and load regulation for highly variable loads, the
charge should be based on the actual costs associated with providing the service.

Commission Resolution

- We conclude that PGE’s proposed non-conforming load charge is premature.
PGE admits that no customers will be subject to the charge until 2004, While PGE claims that
the charge is proposed to recover the costs of regulating capacity, it is not known what those
costs will be at that future date to serve these variable loads. Accordingly, we reject PGE’s
proposed non-conforming load charge. During the next three years, PGE will have the
opportunity to observe industry developments and propose, at 2 more timely date, an appropriate
charge for load following and load regulation for non-conforming loads.

III. OTHERISSUES
1. Emergency Default Service

. PGE’s Schedule 82 is designed to provide back-up service for any direct-access
customer that loses its Electricity Service Supplier (ESS) and has not provided PGE with the
notice required to receive service under the applicable standard offer service rate. PGE proposes
to provide Emergency Default Service under Schedule 82 on a restricted “as available™ basis.
Schedule 82, as proposed, provides in part: :

“In all territory served by the Company, Emergency Default
Service shall be provided by the Company as available. The
Company may restrict customer loads returning to this schedule if
it experiences constraints in the availability of electricity.”

PGE explains that the purpose of the “as available” language is to prevent &

' returning direct access customer from causing PGE to curtail service to other customers who did
not go to direct access or who are already on Schedule 82. Without limiting the availability of
emergency default service, PGE explains that these direct access customers—who do not pay to
have backup resources in case their ESS fails—would have the ability to get firm service under

4% PGE defines “nonconforming loads™ as consumer loads grater than 10 MW that routinely cycle up and down
during the course of the day at a rate of at least 10 MW per minute.
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Schedule 82 for free. PGE contends that other customers should not be required to suffer rolling

outages to provide emergency default semce or to pay for standby resources for direct access
customers.

1

Staff and ICNU contend that PGE’s proposal is stcrmnatory and could actasa
barrier to competition. Because PGE remains the provider of last resort within its service
territory, Staff notes that the company is obligated to provide safe and adequate service to all
customers within its service area regardiess of whether the customer is returning to utility service
or has remained as a PGE customer. Thus, Staff contends that PGE should not be permitted to
treat customers who choose direct access and subsequently return to PGE’s Schedule 82
differently than other customers within its territory.

ICNU adds that ORS 757.622 requires the Commission establish terms and
conditions for emergency default service for direct access customers that “provide for viable
competition among electricity service suppliers.” It adds that any customer with critical
reliability concerns or large costs associated with a disruption of service could be dissuaded from
going to direct access under PGE’s proposed Schedule 82.

Commission Resolution

We share ICNU and Staff’s concerns. For the successful implementation of
SB 1149, it is important that direct access customers be treated equally to those customers who
remain with the utility. For that reason, we agree that customers who chioose direct access
should not be limited to default service on an “as available” basis. We are not persuaded by
PGE’s claims that the restriction is necessary to protect existing customers. As ICNU notes,
PGE'’s argument focuses on extreme conditions when power is not available at any price and
rolling blackouts are imminent. Under such conditions, PGE’s ability to offer Schedule 82 on an
“as available™ basis would not guarantee service reliability for existing customers. Furthermore,
contrary to PGE’s claim, returning customers would not be receiving firm service under
Schedule 82 for free. In its filing, PGE proposes to charge a 25 percent premium on the Dow
Jones Mid-Columbia Daily on-peak and off-peak Firm Electricity Price Index for emergency
default service under Schedule 82. While PGE claims in its brief that this premium covers only
the administrative costs, its testimony explains that the premium is necessary to mitigate the risk

associated with the supp19y of emergency default service and “to cover the unpredictable nature of
service under this rate.

PGE’s Rule K Curtmlment Plan specifies that the utility may initiate certain
actions “when necessary or prudent to protect the performance, integrity, rehabxhty, or stability
of the Company’s electrical system or any electrical system with which it is connected.” We
agree with ICNU that PGE should follow the Rule K procedures for Schedule 82 customers
under short-term emergencies. Accordingly, we adopt ICNU’s recommendation that PGE’s
Schedule 82 conditions be modified so that the “Available™ section reads:

' “In all territory served by the Company. The Company may
restrict Consumer load returning to this schedule in accordance

4 See PGE/100, Fowler-Lesh at 12,
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with Rule K, Curtailment Plan and Stage 5 Utility Actions under
short-term emergency conditions.”

2.  Refusal of DASR !

'
W

Y
A Direct Access Service Request (DASR) is an electronic notification provided
by an ESS to PGE that a customer has selected the notifying ESS s the customer’s supplier of

electricity service. As applicable here, PGE proposes that the company should have the authority
to refuse a DASR when: :

(1)  The Company has not received full payment from the
Consumer for past due amounts or other obligations related
- to regulated charges from a Consumer’s prior Electricity
Service account(s) unless such charges are part of a
pending Consumer dispute; or :

(@)  The Company has not received full payment or the
Consumer or ESS has not made an arrangement to pay the
balance on an existing Budget Payment Option or other
agreements.> '

Staff objects to PGE’s proposal and believes that, if the ESS has not paid PGE,
the customer should not be held hostage and not be allowed to switch electricity suppliers. It
contends that the consumer should be allowed to switch and that PGE should address non-
payment issues through its disconnection policies. - PGE responds that Staff’s proposal simply
creates a potential conflict between PGE, the customer and ESS. It contends that it would be
simpler to allow the company to refuse the request until past due amounts are paid, rather than
requiring it to make the switch and then subsequently disconnect the customer from its new
service supplier for non-payment of past bills.

Commission Resolution

Both parties raise valid concerns. A customer should not be held hostage due to
the misconduct of its ESS. At the same time, however, it would be confusing and
administratively burdensome for the company to switch a customer to a new ESS, then
disconnect the customer for unpaid charges from a prior account. We believe it is appropriate to
focus on the party at fault. PGE’s Rule H should be amended to allow the company the limited

"7 ability to refuse a request for direct access for a customer if that customer has not fully paid PGE

for prior regulated services rendered. PGE should not be allowed to refuse a DASR where the
ESS, not the end-user customer, has failed to make full payment.

3. Offsetting Termination Payments

PGE has proposed that its ESS service agreement allow any termination payment
owed to the defaulting party to be offset against any amounts due or owed by the defaulting party

% See Advice No. 00-14, PUC Oregon No. E-17, Original Sheet No. H-15, as marked in copy attached to PGE’s
Opening Brief. . ~
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or any of its affiliates to the non-defaulting party. ICNU does not dispute the abxhty to offset,
but contends that it is not industry practice for the offset to include the non—defaulhng party’s
affiliate under any other agreements.

Commission Resolution . 'i\
We disagree with ICNU’s contention. As PGE explains, the language contained -
in the ESS service agreement was modeled after the Edison Electric Institute Master Purchase

and Sale Agreement, which is becoming the model for power purchase and sales agreements
throughout the country.

4. Portfolio Fees

PGE’s proposed Rule J addresses eligibility requirements and enroliment terms
and procedures for residential and small non-residential customers participating in the portfolio
options and standard offer service. After an initial free enrollment period, PGE proposes to
charge residential customers a $5.00 fee each time a portfolio selection is made or changed.

PGE proposes a $20 switching fee for small non-residential customers moving between portfolio
options or switching to or from direct access or the standard energy offer.

CUB and Portland believe that PGE’s proposed switching fees will create
economic disincentives for customers to exercise choice. Portland contends that PGE should
recover any administrative costs by recovery through rates, not by separate fees to individual
customers. Portland recommends that PGE recover the modest costs associated with option
enroliment and switching through the basic charge. Portland maintains that a separate charge
would be confusing and unnecessary, and impede access to new electricity options.

Commission Resolution

We first note that PGE’s proposed fees are authorized by OAR 860-038-
0220(9)e), which provides that “an electric company may impose nonrecumng charges to
recover the administrative costs of changing suppli€rs or rate options.” CUB and Portland offer
no evidence that the proposed fees are so high as to prevent a customer from switching services
or providers. In fact, as PGE notes, many service providers might offer to pay any switching
fees, as is common in the telecommunications industry. We find no reason why PGE should not
. be allowed to charge these fees to customers on a cost-causation basis under the SB 1149 rules.

5 Purchase of Transmission Services

In its Schedule 600, PGE proposes the requirement that an ESS must purchase
firm transmission service ona monthly basis under PGE’s Open-Access Transmission Tariff.
Portland contends that the minimum duration of purchase of transmission services by ESSs
should be reduced from one month to one day. Portland notes that PGE’s merchant function can
purchase transmission services for as little as one day.
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Commission Resolution

We are not persuaded by Portland’s argument. As PGE notes, Portland attempts
to compare transmission for merchant trading with transmission to serve retzil load. PGE must
secure transmission service for its retail service customers on a firm basis to ensure reliable
service. ESSs should not be allowed to provide any less reliable transmission services. Indeed,
OAR 860-038-0590(2) requires electric companies to coordinate the filings of tariffs “to ensure
that all retail and direct access customers are offered comparable services at comparable prices.”
Moreover, if ESSs were to purchase non-firm transmission on a daily basis, they would run the
risk that no transmission would be available on certain days because firm purchasers take priority
over the short-term and non-firm purchasers. We believe that, like PGE, ESSs should be
required to secure firm transmission on a long-term basis.

6.  Merchant Trading Fee

Staff seeks to impose a one-half percent fee on the absolute value of all PGE’s
Merchant Trading Activity. Staff proposes the fee to compensate ratepayers for the use of
expertise gained in PGE’s regulated trading operations. It believes that PGE’s unregulated
Merchant Trading activity benefits from the knowledge and expertise its traders gain from
conducting trades for the company’s retail customers.

PGE objects to the proposed fee. It contends that the fee is prohibited by the
stipulation approved by the Commission in the Enron-PGE merger, docket UM 814, in which
PGE agreed to pay ratepayers $105 million for the expertise used or to be used in PGE’s
unregulated wholesale trading activities. It relies on Paragraph 20A of that stipulation, which
provides, in relevant part:

“Enron and PGE are obligated to provide PGE's customers $105
million upon merger completion, which represents full payment for any
entitlement PGE's customers may have to value that relates to:

(1) use of PGE's name, reputation, busihess
relationships, expertise, goodwill or other intangibles;

(2) wholesale and non-franchise retail activities that
PGE has undertaken that will not take place within
PGE after the merger (this includes-but is not limited
to PGE's discontinued term wholesale trading and risk
management activities), and wholesale and non-
franchise retail activities that PGE might bave
undertaken had the merger with Enron not occurred;
and,

3) added value of the merged entity that is achievable

because of the combination or because of the
association with PGE.
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This payment obligation also shall constitute full payment to PGE's

customers-for any entitlement to the revenues, value or other benefits

arising from the business activities of the merged entity, other than the :
regulated business activities conducted by PGE. The term ‘regulated |
business activities’ shall mean the assets and services of PGE which are . "y
subject to economic regulation under Oregon or federal law.”! 3

PGE contends that Staff’s proposed fee violates: (1) the release relating to all

~ future customer claims to PGE’s expertise set forth in Condition 20(A)(1); (2) the release
relating to wholesale and non-franchise retail sales the PGE might have undertaken had the
merger not occurred, as stated in Condition 20(A)(2); and (3) the release as it relates to.
unregulated activities of the merged entity set forth in the final paragraph. Staff responds that
the stipulation anticipated that PGE would discontinue wholesale trading after the merger with
Enron. . Thus, Staff contends, the stipulated $105 million payment applies only to wholesale
trading activities that PGE had engaged in prior to, but not after the merger.

Commission Resolution

- The wording of the stxpu!atlon is ambiguous, and our ability to determine the
parties’ intent in drafting the language is frustrated by the fact that, at the time of entering the
. stipulation, both PGE and Staff believed that PGE would permanently discontinue its Merchant
Trading activities. We need not, however, resolve the issue of whether Staff’s proposed fee is
barred by the merger stipulation. Even assuming that the PGE-Enron merger does not control,

we agree with PGE's altemanve argument that Staff’s Merchant Trading fee proposal lacks
sufficient evidentiary support.®

Both Staff and PGE agree that benefits of trading expertise and information
flow both ways between the company’s Retail and Merchant Trading activities. The
combination of functions give the Merchant Trading operations access to information about
regulated utility operations that is generally not available to independent trading operations. At
the same time, the company’s Retail Trading operations gain greater access to price
information as a result of the contacts made through Merchant Trading. The combination of
functions also enables PGE to leverage better terms for purchases to meet retail load
requirements.

There is nothing in this record, however, that sufficiently quantifies the value of
this expertise and information. Consequently, we are unable to determine whether the flow of
this information is, as Staff believes, so unbalanced as to require the imposition of a fee on
PGE’s Merchant Trading activity. Indeed, there is no empirical evidence to establish that the
value of information and expertise that PGE’s Merchant Trading operation receives is greater
than the value of the information and expertise that it provides to the company’s Retail Trading
activities. Moreover, there has been no analysis on what effect Staff’s proposal may have on
retail rates, as the imposition of a trading fee would provide the company mccntxve to transfer
the Merchant Trading activity to an unregulated affiliate.

5! Order No. 97-196 at Appendix A, page 6.
%2 In light of this conclusion, we also need not address PGE's motion to strike Staffs testimony relating to the
proposed Merchant Trading Fee.
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In short, we find that the synergies of joint trading operations flow both ways
between PGE’s retail and Merchant Trading operations. In the absence of any evidence that
establishes that the flow of this expertise and information is unbalanced in favor of PGE’s
unregulated operations, we reject Staff’s proposal to adopt a one-half percent fee on the
absolute value of all PGE’s Merchant Tradmg Activity.

¥

CONCLUSIONS
1.  PGEis a public utility subject to the Commission’s jurisdiction.

2, . The stipulations, attached as Appendix C, D, E, and F, should be
adopted. The results contained in the revenue requirement
- stipulation, attached as Appendix B, should be adopted with the
- additional adjustments to non-power O&M costs described above.

3. Based on the record in this case, PGE’s rates that result from the
stipulations dnd the Commission’s conclusions in the body of this

order are just and reasonable. A results of operauons spreadsheet
is attached as Appendix G.
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ORDER

IT IS ORDERED that:

L.

Advice No. 00-14, filed by Portland General Electric Company on
October 2, 2000, is permanently suspended.

2. The stipulations attached as Appendices C, D, E, and F are adopted in
' their entirety.
3. The results contained in the stipulation attached as Appendix B are
~ adopted, with the additional adjustments to non-power O&M costs
. described above. .

4. In its September 12, 2001 power cost filing, PGE shall submit a rate
design table identifying, for each rate schedule, the specific percentage
increase resulting from the updated power cost estimates and consistent
with the terms of this order.

5. PGE may file revised tariffs consistent with findings of fact and _
conclusions of law contained in this order, to be effective no earhcr than
October 1,2001. .

A Made, entercd, and effective . AUG 3 1 ng 2
Roy Hemnungway ogef Hamilton
ju:mssmner

Qe il

S/ Joan H. Smith
Commissioner

A party may request reheanng or recomlderanon of this order pursuant to ORS 756.561.

A request for rehcanng or reconsideration must be filed with the Commission within 60 days
of the date of service of this order. The request must comply with the requirements in

OAR 860-014-0095. A copy of any such request must also be served on each party to the
proceeding as provided by OAR 860-013-0070(2). A party may appeal this order to a court
pursuant to applicable law.
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GUIDELINES FOR COST OF EQUITY WITNESSES )
1
When providing cost of equity recommendation in Commission proceedings, 'y
witnesses should bear in mind the following guidelines: '

¢ Clarity: All witnesses should clearly and fully explain the
methodologies used and the theoretical support for using the
methodologies. When advocating a new approach, or one
previously rejected by the Commission, a witness should explain
why the Commission should adopt the proposed methodology in
the present docket.

¢ Candor: All witnesses should clearly explain the use of every
subjective adjustment and explain the reasons for making them,
whether they are based on academic literature, personal judgment,
or other reasons. The witnesses should include any such ™
explanations in the text of their testimony, rather than bury them in
footnotes, work papers, or appendices.

¢ Reproducible Results: All witnesses should clearly explain every
formula, calculation, and adjustment used in sufficient detail to
t allow other parties and the Commission the ability to easily
reproduce and adjust their results. If necessary, the witnesses
should include electronic spreadshects and step-by-step
instructions for use.

. » Professionalism: When challenging the opinions offered by others,
witnesses should exercise a high degree of professionalism. While
the Commission must consider the credibility of witnesses, the

. emphasis in-testimony and briefs should be on the evidence
presented, not the integrity of opposing witnesses. Criticism of
opposing testimonies should be clearly articulated and objectively
supported. Before cnt:clzmg other positions, witnesses should
ensure that their own opinions are properly supported and clear.

APPENDIX A
PAGE 1 OF 1
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BEFORE THE PUBLIC UTILITY COMMISSION RECEIVED

OF OREGON APR 2 6 2001
[jE 11 5 ’ Futlic Utlity Commission of Oregan
_ Adminutrative Heanngs Division
.In the Matter of PGE’s Proposal to - )  STIPULATION
Restructure and Reprice Its Services in ). REGARDING CHANGES
Accordance with the Provisions of SB 1149 ) TO PGE’S REQUESTED COST OF
SERVICE

“This Stipulation is entered into for the purpose of resolving specified adjustments to
Portland General Electric Company’s (PGE) requested revenue requirements in this docket. This

Stipulation presents a partial settlement of revenue requirement issues and does not resolve all
issues in this docket.

L  INTRODUCTION

On October 2, 2000, PGE filed Advice No. 00-14 to produce a $324 million increase in
its base prices to its customers. The filing was based on a projected test year of 2002. Advice

No. 00-14 was suspended by the Commission at its October 20, 2000 Public Meeting, Order
No. 00-669. ' '

The Administrative Law Judge held a Prehearing Conference on October 24,2000 to
establish a procedural schedule in the case. Pursuant to that schedule, Staff and Intervenors
published settlement proposals on January 12, 2001. Settlement Conferences commenced
January 16 through 19 and were continued to January 23, January 26, January 30, and
February 1. The Settlement Conferences were open to all parties. -

As a result of the settlement conferences, the parties signing this Stipulation (Parties)
have agreed to a reduction in PGE's requested revenue requirement with respect to specified
adjustments. The Parties submit this Stipulation to the Commission and request that the
Commission approve the settlement as presented.

0. TERMS OF STIPULATION

1. The Parties to this Stipulation agree that PGE will reduce its revenue requirement request
to feflect the adjustments listed in Attachment A to this Stipulation. ‘The parties agree to
calculate the revenue requirement impact of the adjustments listed in Attachment A
consistent with the final Commission approved Cost of Capital in this case.

2. The Parties recommend that the Commission approve the various tariff, rule, rate base,
expense and other revenue adjustments described in Attachment A.

APPENBE( 5
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The Parties request the Commission allow PGE to place certain items in supplemental
tariffs. Specifically, the Parties request that adjustments S-22 (Y2K Deferral), S-38
(1999 Y2K Amortization), S-39 (Neil Settlement), S-42 (Property Sale Gains), and

S-46 (Non-recurring property sales) be placed in supplemental tariffs. :

The parties agree to work in good faith to agree on the unbundling of the stipulated
adjustments in Attachment A in accordance with OAR 860-038-0200. Absent agreement
on unbundling the adjustments in Attachment A, such adjustments will be unbundled
pursuant to the unbundling approved in the final order of the Commission.

The Parties agree that this Stipulation represents a compromise in the positions of the
Parties. Assuch, conduct, statements, and documents disclosed in the negotiations of this
Stipulation shall not be admissible as evidence in this or any other proceeding.

This Stipulation will be offered into the record of this proceeding as evidence pursuant to
OAR 860-014-0085. The Parties agree to support this Stipulation throughout this
proceeding and in any appeal, provide witnesses to sponsor this Stipulation at the
hearing, and recommmend that the Commission issue an order adopting the settlements
contained herein. ' '

- Hf this Stipulation is challenged by any other party to this proceeding, or any other party

seeks a revenue requirement for PGE that departs from the terms of this Stipulation, the
Parties to this Stipulation reserve the right to cross-examine witnesses and put in such
evidence as they deem appropriate to respond fully to the issues presented, including the
right to raise issues that are incorporated in the settlements embodied in this Stipulation.
Notwithstanding this reservation of rights, the Parties to this Stipulation agree that they
will continue to support the Commission’s adoption of the terms of this Stipulation.

The Parties have negotiated this Stipulation as an integrated document. If the
Commission rejects all or any material portion of this Stipulation or imposes additional
material conditions in approving this Stipulation, any Party disadvantaged by such action
shall have the rights provided in OAR 860-014-0085 and shall be entitled to seek
reconsideration or appeal of the Commission’s order.

By entering into the Stipulation, no Party shall be deemed to have approved, admitted or

. consented to the facts, principals, methods or theofies employed by any other party in

arriving at the terms of this Stipulation. No Party shall be deemed to have agreed that
any provision of this Stipulation is appropriate for resolving issues in any other
proceeding.

This Stipulation may be executed in counterparts and each signed counterpart shall
constitute an original document.

arpENDX O
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This Stipulation is entered into by each Party on the date entered below.
Dated this 7% day of March, 2001.

PORTLAND GENERAL ELECTRIC INDUSTRIAL CUSTOMERS OF
COMPANY NORTHWEST UTILITIES
By: By:

PACIFICORP | FRED MEYER STORES

By: ‘ - By

| , CITIZENS' UTILITY BOARD

STAFF OF THE PUBLIC UTILITY

COMMISSION OF OREGON

David B. Hatlon . By

By: _Dawnd B, (Halle

OTHER
By

G:\RATECASE\OPUC\DOCKETS\UE-115\Settlement\Staff Proposal\Stipulation of RR 03-07-01.doc
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This Stiptlation is entered into by each Party on the date entered below.
Dated this 7% day of March, 2001.

PORTLAND GENERAL ELECTRIC INDUSTRIAL CUSTOMERS OF
COMPANY ' . NORTHWEST UTILITIES

By: By:

PACIFICORP - 4 FRED MEYER STORES

Micksel €. Ko7 2
By: ' By Wﬁﬁ*

CITIZENS® UTILITY BOARD

STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

By

. By

OTHER

G:\RATECASE\OPUC\DOCKETS\UE-115\Settlement\Staff Proposal\Stipulation of RR 03-07-01.doc
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Attachment SA”

The Stipulated Adjustments are described below and summarized in Attachments A1 (Cost of
Capital), A2 (Other Revenue, Operating Costs and Rate Base), A3 (Tariff Language Revisions),
A4 (Schedule 48 & 105, Rules B-G, I, K and L) and AS (Tariff Schedule Review). The
adjustments below do not include the impact of revenue sensitive costs (e.g., taxes and bad debt
expense). The revenue requirement impact of each of the adjustments (mcludmg revenue
sensitive costs) will be determined once the Cost of Capital issue (S-0) is settled.

S-0

S-2
S-3:

S-4:

S-5:

S-6:

S-7:

S-8:

S-9:

S-10:

S-11:

S-12:
S-13:

Dara 4 _ QTIPITT ATION REGARDING REVENUE REQUIREMENT

Cost of Capital: The parties agree on the capital structure, cost of preferred stock, and

cost of long-term debt as provided in Attachment A-1. No stipulation on the cost of
equity at this time.

FERC Wholesale Fee: Reduce A&G expenses by $372,000.
Montana Production Tax: Increase Taxes Other Than Income by $450,000.

Colstrip O&M: Increase Production O&M by $1,043,000 and increase Transmission
O&M by $25,000.

-~

Transmission O&M: All Transmission O&M issues are addressed under Staff issue
S-30.

FERC Hydro Fee: Reduce Production O&M by $14,000 and increase A&G expense by
$714,000.

Income Tax Apportionment: This adjustment is incorporated into Staff issue S-41.

Trojan Severance Program: Increasé Amortization by $66,000 to reflect a three-year
recovery of the unamortized balance at October 1, 2001.

Oregon Analytical Lab Sale: Reduce Production O&M by $83,000, Transmission O&M

by $28,000, Distribution O&M by $223,000, and rate base by $439,000. Increase A&G
expense by $108,000 and Amortization by SIDQ,OOO.

PGH Billings: Reduce A&G expense by $436,000.

Retail Unbundling: Increase Customer Service expense by $435,000 and A&G expense
by $303,000.

Beaver Turbine: Increase Depreciation by $182,000, Property Taxes by $14,000, and
rate base by $2,789,000.

Other Revenue: This item is considered under Staff issue S-24.

State Tax Credit: This adjustment is incorporated into Staff issue S-41.

arrenn D
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S-14:

S-15:

S-16:

S-17:

§-18:

S-19:
S-20:
S-21:

S-23:
S-24:
S25:
S-26:
S-27:

ORDER NO. 01- 77 T «

SERP Rate Base & MDCP expense: Decrease A&G Expense by $4,645,000 and rate
base by $2,122,000.

Remove Trojan: Reduce Amortization expense bf $16,584,000 and rate base by

$102,904,000 to comply with the Commission Order No. 00-601 in Docket
UM-989.

Remove NEIL: Increase Production O&M by $2,400,000 and A&G by $1,418,000 to
comply with the Commission Order No. 00-601 in Docket UM-989.

Remove Other Debits & Credits: Decrease Other Revenue by $589,000 and
Amortization-by $959,000. Increase rate base by $181,000. This complies with the
Commission Order in Order No. 00-601 in Docket UM-989

Solar for Schools: -Reduce Customer Service costs'by $55,000 to reflect removal of the
cost of this program as a regulated activity.

Salmon Spring Reclassification: Increase Other Revenue by $183,000.
Green Power Purchase: Reduce Purchased Power by $420,000.

Property, Tax Unbundling Correction: Transfer $902,000 of property taxes from
Transmission to Production.

. Y2K Deferral: Incremental Y2K costs incurred in 2000 will not be recovered through

base rates in UE-115. Accordingly, there will be no adjustment in item S-22. The parties
further agree that PGE will collect the unamortized balance of these 2000 Y2K costs at
10-1-01 through a balancing account (approximately $363,000) and supplemental tariff.
The balancing account will accrue interest at PGE’s last approved cost of capital.

Recovery of the 2000 Y2k costs is subject to a prudence review by Staff. Staff will
attempt to complete the review before June 1, 2001.

Two-Cities: Incq:ase Wheeling expensc by $129,000 and rate base by $96,000.
Misc. Electric Révenve: Increase Other Reveaue by $998,000.

Variable Power Cost: No stipulation at this time.

Customer Acct. Non-Labor: Redt;ce Customer Service costs by $1,600,000.

Category A Advertising: The parties agree to include in base rates Category A
advertising costs equal to 1/8 of one percent (.125 percent) of revenues in accordance

" with OAR 860-026-0022(3)(2). Based on PGE’s filed revenue requirement, this results

in a reduction of $2,405,000 in Customer Service costs. The parties agree that this

calculation will be updated to reflect the final Commission approved revenue requirement
in this case.

X
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S-28:

S-29:
S-30:

S-31:
S-32:
S-33:

S-34:

S-35:

S-36:

S-37:
S-38:

Page 6 — STIPULATION REGARDING REVENUE REQUIREMENT

- ORDER NO. 01~ 77 T

The Parties further'agree that PGE may defer (for future amortization in rates) amounts
spent in excess of the final approved amount for the twelve month period starting when
UE-115 rates go into effect subject to Staff audit of all Category A advertising and
related expenses. This is an annual deferral that continues until new base rates are
established. Interest will accrue on deferred amounts at PGE’s most recently approved
cost of capital. The Parties agree that the mechanism described above is an automatic
adjustment mechanism and no earnings test is required.

Public Purpose Adjustment: Reduce A&G expense by $149,000 to reflect removal of
Lighting Lab costs. Remove $550,000 from Customer Service expense for DSM
Evaluation and Verification (E&V) costs. The parties agree that the DSM E&V costs
may be deferred and recovered through Schedule 101 subject to a review of prudence by
the Staff. Deferral will continue until all energy efficiency programs receiving lost

tevenue recovery are closed out. The Parties agree that the mechanism described above
is an automatic adjustment mechanism and no earnings test is required.

Marketing and Sales Expense: Reduce Customer Service cxpcnse'by $800,000.

Transmission & Distribution O&M: Reduce Transmission O&M by $1,505,000 and
Distribution O&M by $990,000. The Open Access Transmission Tariff (OATT) and
intertie revenue will be revised based on the final transmission revenue requirement.

This update cannot occur until the cost of capital (Issue S-0) is finalized.

A&G Accounts: Reduce A&G expense by $1,000,000.
SERP O&M: Reduce A&G by $1,250,000.

Bonus/Incentive Pay: Reduce A&G expense by $2,237,000, payroll taxes by $240,000,
and rate base by $602,000.

Workforce Lével: Reduce A&G expense by $4,821,000, péyroll taxes by $518,000 and
rate base by $1,046,000.

“OPUC Wage Formula: Reduce A&G expense by $1,550,000, payroll taxes by $167,000,

and rate base by $336,000.

Distribution Plant: Reduce net average plant b)" -$2,000,000, Depreciation expense by
$60,000, and Property Taxes by $30,000. Sales to Consumers is increased by
$1,075,452. :

Materials and Supplies:- Reduce rate base by $3,681,000.

Y2K Amortization: The parties agree that PGE should recover the unamortized balance
of 1999 incremental Y2K costs deferred through a supplemental tariff versus base rates
as initially proposed by PGE. Accordingly, reduce Amortization expense by $1,977,000
and rate base by $4,942,000. The unamortized balance at 10-1-01 will be placed ina |
balancing account, accruing interest at PGE's last approved cost of capital, for future
amortization in rates through a supplemental tariff.

arrennix B
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S-39: NEIL Amortization: The parties agree that PGE should refund amounts due to customers
. resulting from the settlement of NEIL through a balancing account, accruing interest at

PGE’s last approved cost of capital, and supplemental tariff. Accordingly, there is no
adjustment for issue 8-39. - ' ’ '

S-40: Acc. Deferred Texes: Reduce rate base by $22,832,000.

S-41: Income Tax Adjustments: The parties agree that the composite state income tax rate for
the UE-11S5 filing is 6.6547%, that PGE will incorporate $917,000 in expected state
income tax credits into the final calculation of test year state income tax expense, and that
the interest deduction for tax purposes will be calculated consistent with the weighted
cost of debt, as provided in Attachment Al to this Stipulation, and the final approved rate
base total in this case. The S-41 adjustment will be calculated after all the component

factors are finalized. '

S-42: Property Sale Gains: Starting the later of 10-01-01 or the date UE-115 rates go into.
effect, PGE will assign actual gains and losses from the sale of utility property into a
balancing account for later refund or collection from customers in a supplemental tariff. .

 The balancing account will accrue interest at PGE’s last approved cost of capital.
Accordingly, increase Amortization expense by $477,000 to reflect the removal of
forecast property sale gains/losses from the calculation of PGE's base rates. -

S-43: Depreciation Study: Reduce Depreciation expense by $3,567,000 and increase rate base
by $1,784,000 to reflect the stipulation in Docket UM-982, Order No. 01-123.

S-44: SB 1149 Implementation Costs: Increase A&G expense by $416,000, Customer Service
expense by $376,000, and Rate Base by $459,000. Certain prudently incurred expenses
only occur in 2002, Those one-time expenses are included in rates at 1/6'th of the 2002
amount and are also included in rate base, based on a six-year average. The adjustments
listed previously incorporate the six year recovery of the one-time costs.

S-45: CIS/IT Capital Costs: PGE will place into base rates, 100% of the 2002 revenue
requirement related to the 2000, 2001 and 2002 capital additions for the CIS/IT capital
items listed below. The 2002 revenue requirement included in base rates will be trued-up
to the actual revenue requirement for the CIS/IT capital costs. OPUC Staff will audit
PGE’s actual capital expenditures for the CIS/IT capital items below. Only those CISAT
costs that are deemed reasonable and prudent will be authorized for inclusion in the
“actual” revenue requirement calculation. Accordingly, relative to the CISAT costs
included in UE-115 base rates, customers will receive a refund for any CIS/IT costs PGE
does not expend or CISAT costs the OPUC rules imprudent. This ensures customers will
only pay for prudently incurred CIS/IT costs.

B
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UE-113 2000-2002 CIS/IT Capital Items

A) Customer Information System (CIS).

B) Enterpnsc Resource Planning (ERP) system.

C) Network Meter Reading (NMR) backbone and data store (excluding the
meters).

D) Miscellaneous cap:tahzed information technology costs.

“The amount of the 2000-2002 gross capital additions included in the UE-115 filing for
the CISAT capital items is $96.85 million.

Audlt / Deferral Proces

Prior to April 1, 2003, PGE will report to the Commission Staff its 2000-2002 capital
expenditures for the CIS/IT capital items. Staff will audit PGE’s information technology
programs and expenditures &t any time, but will complctc their audit by June 1, 2003. If
PGE disagrees with the results of Staff’s andit, PGE may present their concermns to the
Commission who will decide which CIS/IT costs are recoverable. Based on the “ac
CIS/IT costs approved by the Commission/Staff, PGE will calculate its “actual” revenus
+ requirement. If the actual 2002 revenue requirement is less than the base rate 2002
revenue requirement, the difference will be deferred ina balanqug account for future
refund to customers. The balancing account will accrue interest at PGE's last approved
cost of capital. The balancing account will presume the deferral was known and
measurable as of January 1, 2003, and will accrue interest from that date forward. PGE
agrees to waive an earnings review if one is required to implement the potential refund.

It is possible that some of the forecasted CIS/IT capital items will be delayed and not
expended until 2003. If there are expenditures in 2003, the above audit process will be
repeated in 2004 for the incremental 2003 expenditures. The actual revenue requirement
for the 2003 expenditures will be added to the actual revenue requirement for 2002, this
combined actual revenue requirement will be compared to the base rate 2002 revenue
requirement. If the combined actual revenue requirement is less than the 2002 base
revenue requirement, the difference will be deferred in the balancing account with an
effective date of January 1,2004. Each January 1 thereafter, an amount equal to the
2003 true-up will be deferred i in the balancing account. The annual deferrals will
terminate when new basc rates are established.

To facilitate the audit process, Staff will receive and be an active participant in existing
PGE processes for monthly or quarterly monitoring and/or progress reports for PGE’s
information technology projects. Staff’s audit will focus on determining whether the

information technology systems are providing reasonable performance and are used and
useful.
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S-46 Supplemental Amortization Tariff — Nonrecurring Property Sales: PGE will refund the
. 1tems listed below (including any applicable interest) to customers through a

supplemental tariff. The start date of the amortization will be established separate from
this Stipulation.

o The $2,179,000 of property transactions listed in PGE Exhibit/209, Barnes 1.
e The $2,500,000 per the Trojan Offset Settlement, Order No. 00-601.

e The $10,468,236 gain from the sale of the Coyote Il Common Facilities, Order
No. 00-214. Subject to Staﬁ‘ venfymg the gain calculation.

S-47 Rate Sptead!Rate Design: No stlpulatlon at this time.
. S-48 Residential Customers CIMIPAAIPCA, etc: No stipulation at this time.

S-49 Proposed Tariff Language Revisions, Schedules 100, 101, 108 and 115: The parties

agree to certain general tariff revisions and speclﬁc language changes as described in
Atfachment A3.

S-50 Decoupling Adjustment, Schedule 123: No stipulation at this time,

S-51 Proposed Revisions to Schedule 48, 105 Rulcs B-G,LK,and L: The parties agree to

certain general tariff revisions and specific language changes as descnbed in Attachment
Ad.

§-52 Tariff Schedule Review: The parties agree to certain general tariff revisions and specific
language changes as described in Attachment AS.

S-53 ESS Service Agreement: No stipulation at this time. The Part.les are workmg together to
develop an ESS Service Agreement.

S-54 Reclassiﬁcation of Transmission Plant: The Parties agree to the re-classification of
Transmission, Distribution and Generation plant (and related operating costs) proposed in
PGE's UE-115 filing, Exhibit 1500, subject to certain conditions. A separate stipulation
will be developed for this issue.
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'\ Attachment Al

. Cost of Capital

Portland General Electiic

01-777~=

AT TY A TTTAT DEAADNNIA DEUETANT IR REODTITREMENT

Composite Cost of Capital: Settlement (Excluding ROE)
Test Year Based on 12 Months Ending 12/31/02
. __($000)
Average Percent Percent Weighted
Outstanding . Cost Average

Long Term Debt $887,900 4632%|" 7.508% 3.48%

Preferred Stock $29.250 153% 8.432% 0.13%

Common Equity $999,781 52.16%)] -

Composite Cost of $1,916,931 100.00%

Capital ‘
arPENDX B
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', Other Revenue, Operating Costs, Rate Base
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Financiel Summary Reflecting Stipnisted Positions

Attachment A-2

Excluding Revenue Sensitive Costs

adem e o ]

FERC

Montana

FERC

Income

“Retail

Wholesals

Production

Colstrip

Transmission

Hydro

Tax

Tove

OAL

PGH

e

Fee

O&M

o&M

Apportion

Unbundling |
Billings __} _ Allocation

Revenue Requirement Catepory

(5-1)

(52)

(53)

{S4)

(S-5)

{5-6)
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)

G| (§-10) |

Retail Revenuves

.
P T S e
.

Qther Revenue

e St b o

Production O&M

(14)

Transmission O&M

-

Distribution O&M

Purchased Power

Geherztion

Wheeling

A&G

{3712)

714

108

Customer Service

Depr. & Amort.

66

100

Other Taxes

430

Rate Base (excluding working cash)

(439)

Stats

Remove SERP

Solsr

Sslmon

Beaver

Tax

Rets Basa &

Remoye

Remove

For

Springs - —

Turbine
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Deblts & Credits}
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Revenue Requirement Category
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G191 (sa0y |
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.r
[ o
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Production OEM

2,400

Transmission O&M

Distribution O&M

Purchased Power

Generation

Wheeling

A&G

_(4,643)

1,418

Custotner Service

{33)

Depr. & Amort.

182

(16,584)

(939)1.

Other Taxes

2789

(2,122)

(102,904)

‘ Rate Base {excluding working cash)
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Finsncinl Summsry Reflecting Stipulsted Positions

Attechment A-2

Excluding Revenue Sensitive Costs .

Tax
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Unbundling
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Customer Acct. | Advertising

Correction
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(S-31)
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(534
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{5-38)
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e
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T35
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7Ri)))
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Financial Summary Reflecting Stipniated Positions Atiachment A-2 —— an !. .o
Excluding Revenue Sensitive Costs —— e v ]
< - | o
Remove * §B 1149 cISnT H
— Income Tax Property Deprecistion |Implementstion]  Disallowance — '- :: . '
_ Adjustments Seles Gains_ | Study Adj. Costs Adjustmenty e
Revenue Requirement Category (8-41) - (542) {S-43) (S-44) (3-43) ) e e - .:
Retail Revenues
|Other Revenus - et - -"ﬂ
Production O&M R
Transmission O&M
Distribution O&M
Purchesed Power .
Generation I S .-
Wheeling ‘ . = —...
A&G 416
Customer Setvica _ — 37 -_.+ ' - _
Depr. & Amort. 477 3,567 ——— eremma
Other Taxes -
Rate Base [excluding working ch) 78 4% T
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. {
Attachmequ A3

ISSUE S-49: Tariff Lanénage Changes

Schedule 100 — The Attorney General’s office will review Section 43 of SB1149 and provide a
written summary on how to treat special contracts that may have a provision within the contract

limiting the applicability of adjustment schedules. PGE will abide by the Attorney General’s
summary.

Schedule 101 — All of Staff’s proposed changes listed in the January 12, 2001 Staff Settlement
Proposal, with the exception of adding back in the Demand Side Management Refund, will be
incorporated into Schedule 101.

Schedule 108 — All of Staff’s proposed changes listed in the January 12, 2001 Staff Settlement
Proposal will be incorporated into Schedule 108.

Schedule 115 - The Attorney General’s office will review Section 43 of SB1149 and provide a
written summary on how to treat special contracts that may have a provision within the contract
limiting the applicability of adjustment schedules. PGE will abide by the Attorney General’s

s B
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Attachment A4 o

S-51: Revisions to Schedule 48 and 105, Rules B-G, I, K and L.

~renr e 4 TTAN DECADNINNG RRVENUE REQUIREMENT
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PGE TARIFF REVIEW |
PGE Exhiblt 1602 %
Oregon E-17
Issue S-51

OVERALL STAFF COMMENT

Throughout the tariff PGE has replaced “customer” with the term “consumer”.
The company has defined consumer as “a person who has applied for, been

accepted, and is currently receilving service.” This Is the definition of a
“customer” per OAR 21-0008(3).

In a few piécés. they also replaced “applicant” with consumer which does not
mean exactly the same thing. Customers have specific rights which applicants
do not have.

The tariffs need to be aligned with the meanings of customer and applicant in
OAR Division 21.

-

Status Resolved.

Discussion PGE will review for consistency and submit edits f necessary towards the
end of the ratecase process for Staff review, '

Schedule 48 - Standard Offer Service

Irrigation and Drainage Pumping Small Nonresidential =

Added a notice under minimum charge that “...the Company may require the Consumer
to execute a written agreement specifying a higher Minimum Charge if necessary,

to justify the Company’s investment in-service facilities". The tariff should specify the
circumstances under which the charge is incurred.

Status Resolved. |
Discussion’ No change required to language as filed.

Schedule 105 ~ Propérty Transactions Adjustment - Property is spelled “propery” in - - "
the title ' :

Status Resolved.
Discussion Will be cormrected.

ArPENDRC P
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Rule B - Deﬁnltxons

Applicant - "A person or business applying to the Company for Electncxty Serwpe or
reapplying for service at a new or existing location after service has been discontinued
for greater than 20 days." This tariff is not in compliance with OAR 21-0008(1). It
mixes up a customer’s right to retain customer status for twenty days after a voluntary
disconnect with the definition of an applicant. A customer becomes an applicant
automatmliy if service is involuntarily disconnected.

Status Resolved.
Discussion ‘or greater than 20 days' - phrase will be stricken.

Rule B - Definitions
Customer Service Charge - deleted, should be included

Status Resolved. :
Discussion Customer Service Charge-Thls term is eliminated.
" Basic Charge - Definition will be added.
Energy Charge - Definition will be added.
~ Demand Charge - Definition will be added.

- Reactive Demand Charge- Deﬁnition will be added.

Rule B - Definitions

Premises ~ deleted the section regarding the clrcumstances under which various types
of business properties are considered one premises. If there has been no change in
intent, the deleted portion should be restored.

Status Resolved.
Discussion Definition of SITE added (as written in AR-390 Order 01-073 entered Jan
. 3,2001).

PGE will review use of the term premxse" versus "site™ towards end of the
. ratecase process for Staff review.

Rule B — Definitions

« Kilovar - deleted, should be included.

« Kilowatt — de!eted should be included " :

. Kl!owatt Hour — deleted, should be included : - =

Status Resolved.
Dlscussmn All three definitions will be added back.

Rule B - Definitions :
Irrigation Service — deleted should be mcluded

Status Resolved.
Discussion This will be left out as this statement is included in the individual

schedules in E-17, and which irrigation customers quallfy for the RPA
credit is defined under Schedule 102 in E-17.

arrenDix B
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Rule B - Definitions . . P

Residential Consumer — deleted the reference to 30-days for transient occupancy,
deleted the description of a dwelling, and the caveat that a recreational vehicle Is not a
dwelling. Deleted the section regarding multi-family dwellings. Verbiage in the current
tariff regarding the definition of a dwelling, recreational vehicles, and. multi-family
- dwellings was the result of several different complaints handled by Consumer Services.
it should be retained in order to maintain the clarity of the tariff. o

Status Resolved.

Discussion * Definition for "Residential Consumer" will be modified to include
: descriptions of the terms transient occupancy, dwelling, and multi-family.

* Definition of "Transient Occupancy” will be added to Rule B. (30 day
limitation is included). '

* Recreational Vehicles qualify for residential service as per SB1149.

Rule B ~ Definitions

Translent Occupancy — deleted. Transient occupancy is referred to in the definition of
' residential service, the definition should be included. ) :

- Status Resolved.

Discusslon Definition returned. .

Rule C - Conditions Governing Consumer Attachment to Facllities

C-8 Hazardous Substances — deleted term “applicant” throughout. Because

“consumer” does not have the same meaning, applicant should be restored where
applicable. _

Status Resolved. ,
Discussion Restored where applicable.

Rule C — Conditions Governing Consumer Attachment to Facilities _

C-14 Service Restoration is an entirely new section putting into the tariii the
restoration priorities. It states “The Company will not give priority to any Consumer or
ESS but will employ the above process over the Company’s entire territory served.” ls

this a change from the policy that allowed identification of medically needy accounts for
restoration purposes? : -

Status Resolved. ' - e
Discussion No editing required.

Rule D - Consumer Service Requirements
D-1 allows gpplications to be accepted from third-parties such as landlords. This is not

within current accepted procedures. Only the person intending to be the customer of
record can obligate themselves to paying for service.

Status Resolved.
Discussion PGE will revise wording so this option is available but the implication that
this is a common situation for fandlords will be removed.

ArpENDIX B
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Rule D - Consumer Service Requirements

D-4 leaves out the term “same type of utility service” (OAR 21-0200) under deposit

requirements and letter of credit option. It should be restored to be in line with Division
21. S

Status Resolved.
Discussion Wording added.

Rule D - Consumer Service Requirements
D-5 states a notice shall be mailed six business days before disconnection. *No less
than” should be added to avoid a problem with disconnects occurring past six days:

Status - Resolved. : :
Discussion Wording added. | ’

Rule D — Consumer Service Requirements

D-5 deleted the part about customers on a Time Payment Agreement who default on
deposit arrangements (OAR 21-0205(7). Needs to be added.

Status =~ Resolved.. _ o
Discussion Added sentence and OAR reference.

Rule D - Consumer Service Requirements ‘ .
D-6 adds a new section “Like Occupancy” — “When a Residential Applicant requests
Electricity Service and the previous occupant(s) of the dwelling continues to reside at
the dweliing, the Applicant will be considered a co-Consumer and may be required to

pay a deposit.” This does not comply with OAR 21-3835 (Refusal of Service Rule) or 21-
200 (Establishment of Service). '

Status Resolved.
Discussion Deleted.

Rule D - Consumer Service Requirements . .
D-7 nonresidential deposit requirements added a consumer who *has had their
Electricity Service discontinued by an ESS for nonpayment of charges.” Consumer

Services is concerned about basing deposits for regulated services on credit history
with an unregulated company.

Status Resolved.

Discussion PGE will insert the following language instead: The Company reserves the
right to check an applicant's credit and, based on the credit report, a
deposit may be requested.

renDi B -
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Rule D -~ Consumer Service Requirements . :

D-9 added that credit is established one year after a deposit or final deposit instaliment
is paid. OAR 21-215 only uses the term “one year after a deposit is made. 1t doesn't
mention instaliments. So this means that a customer who makes installment '
arrangements does not establish credit for fourteen months.

Status Resolved.
Discussion Language removed.

Rule E - Billings .

E-1 Continuing Nature of Charges ~ “Disconnect and reconnect transactions do not
relieve a Consumer from the obligation to pay charges that accumulate during the
periods where the Company makes Electricity Service available but such service is not

" used by the Consumer.” The charges in question need to be clearly identified.

Status Resolved. ‘

Discussion PGE added the word 'Basic' so it now reads: "... do not relieve a
Consumer-from the obligation to pay Basic or Minimum Charges that
accumulate.... ' :

. -

.Rule E - Blliings

E-2 Responsibility for Payment deleted the option for closure of an account by a
landiord. This could impact the ability of a new tenant to put service in their name if the
outgoing tenant has not closed their account.

Status Resolved. o : :

Discussion New language added: "The Company may accept a change of
occupancy notification from a third party. The Company may refuse to
process a change of occupancy until it receives satisfactory evidence of
the third party's authority to request such a change.”

Rule E —Billings

. E-3 Assessed Demand deleted two sentences from the current tariff: “Demand will be

bilied to the nearest whole kilowatt; and Reactive Demand will be billed to the nearest
whole kilovar. At the Company’s option, Demand may be determined by test or o
assessment.” The material deleted clarifies the tariff. i

Status Resolved.
Discussion Word "whole" included in Rule B definifions.

ArPENDIX B
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Rule E - Billings

E-4 Special Meter Reading deleted the allowance for one special read in twelve months

at no charge. The charge is now $24 for each special read that does not result in a
billing correction.

Status Resolved.

Discussion Clarifying Ianguage added: "The first special read is free if the purpose is
to verify a previous read but that if the special read is assoclated with
movement to open access, the one free read does not apply.”

" Rule E - Billings

E-4 Unmetered Loads deleted the description of how estimated monthly usage Is

calculated (1/12 of the annual use determined by the Company by test or estimated
from equipment ratings).

Status Resolved.

Discussion: No change required. This change is okay based on the need to not use
1/12 for some consumers that may go dlrect access.

Rule E - Billings

E-5 Payment of bills changes the calculahon for prorated bills from.multiplying the

number of days in the period and dividing by 30.4167 to 30 (except for Consumers
billed by the legacy system).

Status  Resolved.
Discussion No change required.

Rule F - Disconnection and Reconnection
F-1 Deletes all references o the OAR which were in the previous tariff.

Status Resolved.
Discussion OAR cites retumed.

Rule F - Disconnection and Reconnection -

F-1.Grounds for Disconnection leaves out “Oregon® in “For failure to pay Company
Tariff charges...” (OAR 21-0305(5)) Ry

Status Resolved. :
Discussion The word “Oregon” is retumed.

areenpi B
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Rule F —- Disconnection and Reconnection

F-2 Adds section "A Consumer who has avolded disconnection of Electricity Service by
making a non-cash payment that is subsequently returned by the Consumer's financia)
institution is subject to disconnection of such service. Prior to disconnection the
Company must make a documented good faith attempt to notify the Consumer of the
returned payment and that service will be disconnected without further notice if payment
is not received within one business day. When remiiting for dishonored funds the

Consumer shall make the payment in either cash, money order, cashier's check or
verified credit card payment. | . no

e Consumer Services suggests changing to “A Consumer who has avoided
disconnection, established credit, or galned reconnection of Electricity Service..._"

* Also, add a section urider credit establishment to clarify that an Applicant who
establishes credit or pays an outstanding bili from a prior account by making 2 non-
cash payment which is retumed does not obtain customer status. They would stili
come under the one-day notice but it would make it clear they are NOT custormers
with the right to a TPA or medical certificate option.

Status Resolved.
Discussion Language change will be reviewed with Staff.

T -

Rule G ~ Line Extensions

G-1 Purpose does not include Applicant in the list of folks who may request a line
extension.

Status Resolved. . } A
Discussion Researching editing possibilities as Applicant has a different meaning in
Rule G. Language changes will be reviewed with Staff.

Rule G - Line Extenslons
G-1 Does not include Applicant as being represented by an agent.

Status Reso|veci . -

Discussion Researching editing possibilities as Applicant has a different meaning in
Rule G. Language changes will be reviewed with Staff. T

Rule G -~ Line Extenslions
G-2 Line extension cost omitied “iabor” from the list of costs.

Status Resolved.
Discussion The word "labot" is retumed.
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Rule G - Line Extenslons
G-9 Deleted the section on Unity installations

Status Resolved. ' .
Discussion Unity is now described on Sheet G4. No action required.

Rule G - Line Extensions S «
G-9 * Adds a section on “Service Locates” which states that there is a charge to locate

underground utility services on private property along the Applicant's proposed trench
route”

« Add the clarification this applies only to subdivision (per Schedule 300)
 How does this relate to One-Call? a

Status - -Resolved. .
Discussion PGE is researching clarifying language which will be reviewed with Staff.

Rule | - Metering :

I-3 Nonstandard Metering .deletes -the option for customers to choose nonstandard
metering, now [imits the request to ESS.

-

© Status Resolved.

Discussion No change required. Customers still have the right to other meters. ltis
discussed under Interval Metering on the same sheet.

Rule | - Metering

I-4 Inaccessible Meters states that the company may in its sole discretion permit the
Consumer to read the meter. The tariff does not comply with OAR 21-120(3)(a) which
states -..."the energy utility. shall seek the customer’s cooperation in obtalning monthly
readings (for example, having the customer complete and retum a meter reading form).

Status Resolved. '
Discussion The words ‘in its sole discretion' are removed.

APPENDIX P
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Rule K ~ Curtfailment Plan
K-2 Curtaliment Target deleted the calculations. ..
K-5 Stage 3 Notification deleted "Who will be audited... and who request” from “Provide Curiailment Targets to ESSs

and Consumer. It also deleted & paragraph about providing information regarding exemption and processing
requests for exemption. S

K-6 identification of the Base Year deleted Weaﬁermmanzef.

K-6 Estimating Base Billing...Changed audiled customers with an option to exclude residential and small use o *all
Consumers®.

K-7 Communicating Curtalment Target Information deleted reference to retroactive information for audited
customers.

K-8 Threshold Consumption Level deleted reference to changes required by the state.
K-8 Excess Electricity Calcuation deleted how the excess load is calculated.

K-8 Non-Finandal Penalties deletes references to sampling and substantially changed the penalty options.
K-10 Application for Exemption deletes reference to audited customers.

K-10 Granting Requests for Exemption deletes a paragraph with options to provide credit against further curtaliment

_and the statement advising customers exemptions may not protect them against stage § curtafiment.
Status = . -Resolved.

Discussion E-17 Rule K lanéuage 'c':hahg'es have been replaced with existing E-16
Rule M Curtailment Plan language.

Rule K - Curtaliment Plan .

K-2 General Use Consumer shows 43,800 MWh. Previous tariff had 48,300. Major
Use Consumer had 43,800 in old (and new). Verify which was in error.

Status Resolved. - ‘
Discussion Corrected. Proposed E-17 now reads 43,800.

Rule L — Special Types of Electricity Service
L-1 Availability changed Applicant to Consumer (they do not have the same meaning).

Status Resolved.
Discussion It now reads, "Where Facilities other than those specified above are
needed to provide service, the provisions of Rule G, Line Extensions, will
- apply.” .
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Attachment AS

S-52: Tariff Schedule Review
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Tariff Language Changes to
PGE Exhibit 1602
Oregon E-17
Issue S-52

The following review is broken into two parts, "A" and "B." Staff contacts for part A are

Jack Breen. Deborah Garcia, and Rebecca Hathhomn. The staff contact for Part B is
Stefan Brown. -

: Part A
RATE'SCHEDULES

Schedule 7 — Residential Service
Portfolio Option Enroliment

e The language for portfolio option enroliment Is subject to the decisions of the
" - Advisory Commitiee as approved by the Commission.

STATUS - RESOLVED. B .
DISCUSSION The language will be revised based upon Advisory Committee
recommendation.

Schedule 82 — Emergency Default Service Nonresidential
¢ Avalilability :

STATUS Not stipulated.

Direct Acéess Schedules — 500 series
ESS Charges

o The last sentence states, "...the Company's charge for.Direct Access Service
may not be separately stated on the bill™ In Data response No. 171, PGE
intends to use altemnative wording "The Company charges for Direct Access
Service are not required to be separately stated on an ESS consolidated bill.”

STATUS ~ RESOLVED. |
DISCUSSION The altemative wording in Data Response #1741 will be used.

APPENDIX .J5
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Schedule 300 ~ Miscellaneous Charges
' Interest accrued on Consumer Deposits
e The rate Is now 6%. The tariff will need to be modified accordingly. Additionally,

the title should delete "Consumer” to clarify that deposit interest applies to an
ESS deposit, as well as a consumer deposit.

STATUS RESOLVED
DISCUSSION Staff changes adopted

Schedule 600 - Energy Service Supplier Charges
ESS Support Services

o Maintenance Fee

STATUS Not stipulated.

Schedules 7, 15, 32, 38 48, 49, and 86
Tem
o Staff questions the justification of the requirement of a one-year term for service
under these schedules. In Data response No. 174, PGE states it will further
consider the issue and may provide revised term provisions at a later date.

STATUS RESOLVED. '
- DISCUSSION Tem requirements were removed from Schedule 7 (unless required by
a Portfolio Option) and set at 1 year for 15, 32, 38, 48, 49, and 86.

Schedules 83, 91, 92, 93, and 97
Term

e Staff questions the justification of the requirement of a five-year term for service
under these schedules. In Data response No. 175, PGE states it will further
consider the issue and may provide revised term provisions at a later date.

STATUS RESOLVED

DISCUSSION Term requirements were femoved from Schedule 83 (unless required
by a pricing option) and set at 1 year for 91, 82, 83, and 97.
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RULES

Rule C - Conditions Governing Consumer Attachment to Facilities .
SheetC-3 C. Limitation on Damages

STATUS  Notstipulated

Sheet C-14 Service Restoration

e A. PGE should add language similar to: "Restoration pnonty is Independent of

whether a .consumer purchases supply services from the Company or iis
aff liates, or from an ESS .

STATUS’ "RESOLVED.

D|SCUSS|0N PGE agrees. The following language Is located on last page of Rule C
"The Company will not give priority restoration to any
Consumer or ESS, but will employ the above process over
the Company's entire territory served.”

Rule D - Consumer Service Requirements
Sheet D-6 Deposit Requirement

» Staff believes the credit-screening criteria language of B.(2) should be modified

to correspond to the establishment of credit language in Sheet D-9 Treatment of
Deposits A.(2)

STATUS RESOLVED.
DISCUSSION The revision will be made on Sheet D-6 at 4B(2)

AppEnDIX 3
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Sheet D-7 Nonresidential Credit Standards

¢ (6) Staff believes the nonresidential deposit requirement in (6) should be deleted.
A consumer who has had their Electricity Service discontinued by an ESS for
nonpayment of charges may have a legitimate dispute. and the consumer's
nonpayment to the ESS should not be the sole basis for a deposit request. PGE
may consider nonpayment to an ESS as it would any other nonpayment to a
creditor within the context of a credit report. In Data Response 202, PGE
. reaffirmed that it intends to require a deposit from a consumer who had electricity
disconnected by an ESS for nonpayment.

STATUS RESOLVED.

DISCUSSION ‘The disputed language was deleted. The following was added to the

credit screening requirements:

"The Company reserves the right to check an Applicant's
credit and, based on the credit report, a deposit may be
requested.” ’ ‘

Rule E - Billings
Sheet E-11 ESS Billing Responsibilities
e 24-hour tumaround for ESS N

STATUS Not stipulated.

Rule F ~ Disconnection and Reconnection
Sheet F-3 — Disconnection and Reconnection Charges ) |
e A In the last sentence, "reconnection™ should be changed to "disconnection”.
"Should this require a second trip to the premises to perform the recoRnRectioh
disconnection the charge for reconnects at Other Than the Meter Base...." In
Data response No. 207, PGE agreed to correct the error.

STATUS - RESOLVED.
DISCUSSION Error'corrected._

Rule G - Line Extenslons - =
Sheet G-5 (d) -

« Delete "All costs incurred by the Company shall be included as Line Extension
Costs."

STATUS RESOLVED.
DISCUSSION This sentence will be moved and modified such that it is clear that

customers building their own lines will be charged based on estimated
actuals. Wording may fit better on Sheet G-2.

APPEND 5
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Sheet G-6 Applicants for.New Permanent Service
e The language in existing tariffs should be retained.

STATUS RESOLVED.
DISCUSSION Add wording under the "Other Than Individual Applicants” section that

clarifies residentiat subdivision refunds are not based on expected
load.

Sheet G-14 Nonpermanent Line Extension

« The section deletes the payment of interest on money paid for a nonpermanent
extenslon that becomes permanent. Why?

STATUS  : RESOLVED.
DISCUSSION PGE will pay interest.

Rule H - Requirements Relating to ESSs
Sheet H-1 & H-2 Service Agreement

e See settlement package work papers for line 8-63. Staff suggests a workshop
be held to discuss the content of a service agreement. h

STATUS Being considered under S-53.

- Sheet H-2 Credit Requirements and Security
o Delete “or more" from the last sentence of the first paragraph.

e (2) Staff Is concerned about PGE exercising discretion In the credit evaluation process.
The criteria should be explicitly Identified in the tariff or standard service agreement,
rather than being applied on a case-by-case basis.

e 3 (b) PGE should add "equal to 80 days of business volume" to the first sentence after
*A letter of credit ..

STATUS Being'-considered under S-53.

Sheet H-3 Default of ESS Semce Agreement

« Staff believes the customer must be notified as ‘soon as possible of the switch to
emergency default service. A provision for notification should be added.

STATUS RESOLVED. ~
DISCUSSION Suggestion is adopted.

Sheet H-3 Information and Credit Updates
e See Staff's dxscussu:n under H-2 Credit Regmrements and Security.

STATUS Being considered under S-53.

APPENDIX
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i
1

Sheet H-5 Elecfronic Data Transfer

« Staff believes the first paragraph should be changed so that the ESS is required

to notify the Company only if it plans to modify its electronic data interchange
“systems if it will affect the form or content of the information. In the last
sentence, "may" should be changed to "will." .

STATUS RESOLVED.
DISCUSSION Suggestion is adopted.

Sheet H-6 Criteria for Recommending Decertiﬁéation
e (12)"...or should have known..." should be stricken from the tariff.

STATUS RESOLVED.
DISCUSSION - Suggestion is adopted.

Sheet H-8 Refusal of DASR :

¢ 1. Staff believes this should be deleted. Acceptance 'of a DASR does not
necessarily mean that a consumer will receive service. For example, if the
consumer does not pay regulated charges, service can be disconnected.

STATUS Being considered under S-53.

Sheet H-8 Refusal of DASR (continued) :

o 2. Staffi believes this should be deleted. The'-Company cannot hold a customer
responsible for ESS obligations.

STATUS - ‘Being considered under S-53

Sheet H-8 Refusal of DASR (coritinued)
o 4. Staff recommends this be deleted.

STATUS Belng considered under S-53.

Sheet H-8 Refusal of DASR (continued)
¢ 5. Standard offer term obligations are in question.

STATUS RESOLVED.
DISCUSSION  Staff's changes adopted.
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Sheet H-8 Refusal of DASR (continued)
o 6. Staff recommends this replacement: "The ESS Is not certified by the

Commission.”

STATUS Being considered under S-53.

Sheet H-8 Refusal of DASR (contmued)

e 7. This should be deleted. The issue of full payment from the ESS for charges

assessed to.the ESS should be addressed In disconnection of an ESS within the
tariff or service agreement.

""STATUS ©  Beling considered under S-53.

Sheet H-9 Return of Consumer Deposits

o Staff suggests that the last sentence be modified so that it is clear that the
Company is holding a deposit for regu!ated services only.

STATUS . RESOLVED. - )
DISCUSSION ~ Staff changes adopted. |

Sheet H-10 Company Eillings to the ESS

e Remove requirement for electronic payment, unless there is a reciprocal
agreement between the Company and the ESS. Change due and payable
period from five to fifteen days in accordance with OAR 860-021-0125.

STATUS  RESOLVED. -
DISCUSSION Changed to 15 days.

Sheet H-12 Company Scheduling Responstibilities
B. Major Outage Procedures

¢ Should add statement that Company intends to negotiate reductlons in energy
scheduling In a nondiscriminatory fashiofi.

STATUS RESOLVED.

DISCUSSION Staff's alternate wording is adopted:
“The Company may require an ESS to reduce its Electricity
Schedule In the event of a major loss of load due to a major
outage consistent with the Company's resources.”

: APPENDIX ﬁ
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Sheet H-16 stgute Resolution

* The dispute resolution process should be consxstent for all ESSs, not a function
of the individually negotaated terms and conditions of a service agreement.

Pe

STATUS Being considered under S-53.

Rule | - Metering
" Sheet |-2 Meter Verification Fee

The last sentence should be changed to reflect the current tariff. "...the Company will
waive the Meter Verification fees... rather than "may."

STATUS RESOLVED.
DISCUSSION  Staff changes adopted.

Sheet -3 Interval Metering

e 45 days is too long for a meter installation. In addition, the customer is prohibited
from purchasing electricity from the ESS for that period.

STATUS . RESOLVED. . a .
DISCUSSION 45 days changed to-30 days.

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAARAAAAAAAAAAAAAAAANAAARAAAAA

Part B

Rule K — Curtailment Plan

The Company withdraws its proposed changes to Rule K (Rule M in current E-16 tarifi)
with the exception of the correction to the MWh number.

- STATUS RESOLVED.
DISCUSSION PGE withdraws its proposed changes to Rule K (Rule M in current E-
. 16 tanﬁ') with the exception of the correction to the MWh number.
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- BEFORE THE PUBLIC UTILITY COMMISSION

! OF OREGON
\

A3

UE 115

In the Matter of PGE’s Proposal to
Restructure and Reprice Its Services in
Accordance with the Provisions of SB 1149

STIPULATION WITH
CITY OF PORTLAND AND
LEAGUE OF OREGON
CITIES

S Y N

This Stipulation is entered into for the purpose of resolving specific issues identified by
the City of Portland (City) and the League of Oregon Cities (League) in their Opening
Testimony filed March 12, 2001. This Stipulation presents a full settlement of the detailed
issues. , : '

L INTRODUCTION

On October 2, 2000, Portland General Electric Company (PGE) filed Advice No. 00-14
proposing certain increases in its base prices to its customers. The filing*was based on a
projected test year of 2002 and included tariffs changing rates paid by the City and members of

the League. Advice No. 00-14 was suspended by the Commission at its October 20, 2000 Public
Meeting, Order No. 00-669. _ :

The Administrative Law Judge issued a Ruling on March 12, 2001, requiring, amoné
other things, that the City and the League enter into settlement talks with PGE. A Settlement
Conference, which was open to all parties, was held on April 23, 2001. ‘

* Asa result of that settlement conference, the parties signing this Stipulation (Parties)
bave agreed to specific adjustments in PGE’s requested tariff and rate proposals. The Parties
submit this Stipulation to the Commission and request that the Commission approve the

scttiement as presented. '
IL. GENERAL TERMS OF STIPULATION -

1. TheParties to this Stipulation agree that PGE will adjust its proposed tariffs and rate
proposals to reflect the agreements detailed in this Stipulation.

2. The Parties recommend that the Commission approve the various tariff, rule, and other
adjustments described in this Stipulation.

3. The Parties agree that this Stipulation represents a compromise in the pésiﬁons of the
Parties. As such, conduct, statements, and documents disclosed in the negotiations of this
Stipulation shall not be admissible as evidence in this or any other proceeding.

¢
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4, This Stipulation will be offered into the record of this proceeding as evidence pursuant to
OAR 860-014-0085. The Parties agree to support this Stipulation throughout this

proceeding and in any appeal, provide witnesses to sponsor this Stipulation at the

hearing, and recommend that the Commission issue an order adopting the settlemerits
contained in it. ¥

LY

s. If this Stipulation is challenged by any other party to this proceeding, or any other party
seeks changes in PGE’s tariffs that depart from the terms of this Stipulation, the Parties to
this Stipulation reserve the right to cross-examine witnesses and introduce evidence to
respond fully to the issues presented, including the right to raise issues that are
incorporated in the settlements embodied in this Stipulation. Notwithstanding this
reservation of rights, the Parties to this Stipulation agree that they will continue to
support the Commission’s adoption of the terms of this Stipulation.

‘6. .The Parties have negotiated this Stipulation as an integrated document. If the
Commission rejects all or any miaterial portion of this Stipulation or imposes additional
material conditions in approvmg this Stipulation, any Party disadvantaged by such action
shall have the rights provided in OAR 860-014-0085 and shall be entitled to seek
reconsideration or appeal of the Commission’s order.

7. By entering into the Stipulation, no Party shall be considered to have approved, admitted
or consented to the facts, principles, methods or theories employed by any other party in
arriving at the terms of this Stipulation. No Party shall be considered to have agreed that

.any provision of this Stipulation is appropriate for tesolvmg issues in any other

proceeding.

8. This Stipulation may be executed in counterparts and each signed counterpart shall
constitute an original document. -

IIL SPECIFICALLY STIPULATED ADJUSTMENTS

For issues raised by the City and the League regardmg PGE's proposed tariffs, rules, and rates,
the Partm agree as follows:

9. With regard to Interconnection Standards, PGE publishes interconnection standards as
part of its avoided cost filing based on the most current version of IEEE published standards.
These standards apply whether or not a generating unit qualifies as a QF under State and Federal
law, and whether or niot a particular generating technology is identified in such laws. An
interconnection at transmission Ievel or one that affects the transmission system is also subject to
the interconnection provisions of PGE'’s Open Access Transmission Tariff, PGE agrees that its
interconnection standards will continue to reference applicable IEEE criteria, and that
implementation of such standards will follow such IEEE criteria. If the City or another member
of the League opts to pursue this course, PGE will work cooperatively with that municipality as
necessary if the municipality chooses to apply for Exempt Wholesale Generator (EWG) or
similar status at the Federal Energy Regulatory Commission.

10.  With regard to Restoration of Utility Services, PGE will propose to rewrite part of Rule

arpenpx €
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C. In addition to other clarifying changes, the language in the currently proposed Part (7}(B)2)
will be rewritten to read: “The Company will first make the necessary repairs to transmission
lines, substations, and distribution facilities that connect substations to critical load Consumers.
Then the Company will Continue to repair remaining transmission lines and substations after
critical load Consumers have been restored to service.” In addition, PGE agrees that it will
continue to work cooperatively with mumicipalities and other public bodies to identify such
critical load Consumers or accounts.

11.  Withregard to the Definition of a Large Non-Residential Consumer, the City and the
League understand that PGE's definition will result in automatic reclassifications if the
Consumer’s usage varies, as determined by the classification standards approved by the
Commission and reflected in PGE’s Tariff. .

12.  With regard to Utility Relocation, PGE will propose to rewrite Part 6(b)(1) of Rule C to
read: “The rearrangement can be identified to be @ public works project. Examples of public
works projects include but are not limited to public transit and a road widening financed by
public funds.” :

13.  Withregard to the Allocation of Amdlary Service Costs, the City and the League accept
the proposal in PGE Exhibit 2402,

14.  With regard to Streetlights, the City, the League, and PGE sgroe a follows:

8. With regard to Luminaire/Circuit charges, PGE will withdraw the proposed revisions
identified in its October, 2000 filing. Specifically, PGE will eliminate that component of the
distribution charge for Schedule 91 service that recovers the marginal cost of service drops
(identified as $1.139 million in PGE’s October 2000 filing, Exhibit 1603 at 12). The existing
Luminaire/Circuit charges contained in the Streetlight Agreement between PGE and the City
dated May 1, 1997, will remain in place without modification and will apply to all Schedule 91
accounts. These charges are as follows:

Option A lights will be charged $0.64/month/light.
Option B lights will be charged $0.64/month/light.
Option C lights will be exempt from the circuit charge.

Option C circuits will be charged $0.64/month/circuit consistent with the Streetlight
Agreement between PGE and the City dated May 1, 1997, and current Schedule 91.

b. With regard to Group Relamping, PGE will charge for group relamping. servic&f at an
effective rate of 19% per year, (or 95% over five years), while continuing to pro_vnde services at a
level of relamping 20% of all streetlights per year (or 100% overa five year period).

c. With regard to Power boors Luminairés, PGE will use a maintenance level of 175 per
year for power door usage, which translates into a frequency of 0.47%.

DX &
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d. With regard to Pole Replacement, PGE wﬂl use a replacement frequency of 0.25% for

calculation of all rates and charges. /

15. The City and the League agree that, except for the issues sPectﬁcally noted below, all
other issues addressed in their direct testimony will not be pursued in this docket but may be
addressed in other proceedings:

a. Allocation of the CTM credit among customer classes;

.b. Mimmum dﬁraﬁon of ESS purchase of transmission service;

c. Portfolio Earollment and Switching Fees (Schedule 300); and,

d. Aggregation of accounts through metering (Rule E).

This Stipulation is entered into by each Party on the date entered below.
Dated thisfy_day of June, 2001.

PORTLAND GENERAL BI'ECTRIC CO

_By:

CITY OF PORTLAND

By:
LEAGUE OF OREGON CITIES

A
/

" STAFF OF THE OREGON PUBLIC UTILITY COMMISSION

By:

By:

frecp ]
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\ JUL 3 0 2001
BEF ORE THE PUBLIC UTILITY COMMSSION Pytiic Uulity Commission of Cragon

‘ Adminateativa Hearings Divigion

\OF OREGON
UE 115

In the Matter of Portland General Electric STIPULATION CONCERNING POWER
Company’s Proposal to Restructure and : COSTS

Reprice Its Services in Accordance with the

Provisions of SB 1149

This Stipulation is smong Portlznd General Electric Company (PGE), Staff of the Public
Utiiity Commission of Oregon (Staff), Fted Meyer Stores, the Industrial Customers Sf Northwest
Utilities (CNU), the Citizens® Utility Board (CUB) and any other parties signing this Stipulation
10 (conccuvely, the Parties). ' .

1
2
3
4
S
6
7
8
9

11 The Parties have been active participants in this docket. As part of that partu:lpanon,
13 PGE has filed proposed tariffs, and PGE and otl}cr Parties have filed tesfimony and exhibits

14 addressing PGE’s proposals to establish power costs in this docket, PGE’s proposal to value its
15 Long-Term Rssowccs, PGE's propbsal to value its Short-Term Resources, PGE’s proposal to
16 adjust rates to account for changes in power costs and Energy Revennes from those used to

1.'_7 establish base rates in th1s docket, and proposals made by other Parties. Capitalized terms used
18

in this Stipulation have the meanings ascribed to them in this Stipulation or the attachiéd tariff
19 schedules. ‘

20 The Parties held setilement conferences on these matters on May 24, May 25, June 1,
| 21 J\inc 12, June 28, July 11 and July 16,2001. As a result of those settlement discussions, the
22 Partm have negotiated this Stxpulatxon to accomplish the following: |

23 (2 ~ To establish the mechanism by which PGE will value its Long:Term and Short-
24

3

Term Resources for the purpose of establishing rates for energy services in this docket;

25 ()  To account for the current hydro and market conditions affecting PGE. The
26  Parties intend to reflect in Part C of Schedule 125 the difference in PGE’s projected NVPC
27 between ;such costs under éxpccted hydro and market conditions (Expected NVPC), and such

)
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1 costs under the normal hydro cpnditions ordinarily used to esta!:hshed rates (Base NVPC). In
2 general, this adjustment accounts for the current low rescrvoir'l-l\evels and their effect on future
3 power costs, but assumes normal weather on & going-forward basm,
4 (©)  To establish the mechanism by which PGE will account for variations in its actual
5 NVPC and actual Energy Revenues from the Base NVPC and Base Energy Revenues used to
6 establish PGE’s energy prices in this docket, and the method by which PGE and its customers
7 will share in the benefits and burdens of such variations;
8 '(d)  To establish the method and date upon which PGE's Expected NVPC, Base
9  NVPC and Base Energy Revenues will be calculated; and
10 () To establish a Shopping Incentive for large non-residential customers who use
11 less than 1000 kWea.
13 The Parties agree to and request that {he Commission adopt orders in this docket as
14 follows: ‘
15 1. PGE‘s.Long-Tenn Resources and Short-Term Resources shall be valued under
16 the mechanism described in Schedule 125. The Commission shall adopt Schedule 125 (attached
17 to this Shpulatxon as Exhibit A) in its entirety for purposes of this docket.
i8 2. - Theeffectof adverse hydro.conditions on PGE’s pmjected NVPC shall be taken
19 into account under Part C of Schedule 125. The Part C costs and revenues shall be a part of
20  actual NVPC and actual Energy Revenues under Schedule 127. The Parties recognize that Part
21 Cexpires December 31, 2002. The Part C adjustment shall be based on reduced hydro
22 —géﬂ;raﬁon from that available in the water year used to develop normalized power costs of
23 300,000 MWh over the period October 2001 through December 2002 which shall be allocated to
24 months based on Exhibit E attached to this Stipulation.
25 3. Schedule 127 shall be used to calculate the variances in PGE's actusl NVEC from
26 = Base NVPC and actual Energy Rcvenues from Base Energy Revenues used to establish rates in
27  this docket for the period cndmg December 31, 2002, and for the purpose of sharing the benefits
Page2 STIPULATION g@mﬁ 48
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and burdens of such variances between PGE and 1ts customers. Schedule 127 shall not applyto
Schedule 83 customers unless they elect the Annual\ Fixed Price Option. The Commission shall'
adopt Schedule 127 (attached to this Stipulation as Exhibit B) in its entirety for purposes of this
docket. The Parties reco ghizc that PGE will collect or refund through the Power Cost
Adjustment Rate only the Adjustment Amount for the period October 2001 through December
2002.

4. TheParfies agree that the mechanisms provided in Schedules 125 and 127 fairly

" balance the interests 6f castomers and PGE with respect to.variations in PGE’s actual NVPC and

actual Energy Reveriues from the Base NVPC and Base Energy Revenues used to establish rates
in this procwdfng and the effect that such variations will have upon the eamings of PGE for the
period ending December 31,2002. Accordingly, the Parties agree and request that:

() Totheextentthata deferral of revenues or costs isnecessary to implement
the mechanism provided in Schedule 127, the Commission, at the request of PGE or any other
Party, shall defer the variation in actual NVPC and actual Energy Revenues from the Base
NVPC aﬁd Base Energy Revenues used to establish rates in this docket. The Parties will not
oppose any such deferral application and will support any such deferral consistent with this

. stipulation;

(b)  The Parties shall request thai thc Commission allow PGE to amorhze into
rates, both before and after December 31, 2002, that pomon of the variation in actual NVPC and
actual Energy Rcvenues ﬁ'om the Base NVPC and Base Energy Revenues that is the Adjustment
Amount produced by the apphcanon of Schedule 127, notwithstanding the results of any
carnings review that the Commission may be required to conduct under ORS 757.259. In any
such earnings review, the Parties shall support full recovery or refimd of the Adjustment Amount

25 without any adjustment, except those adjustments specifically allowed in this Stipulation.
26 (©) 'I'he Parties agree to support recovery or refund of the Adjustment Amount
27 in any proceeding to amortize such Adjustment Amount into ratcs or to implement Schedule 127.
rerai? o
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(@  Anybalance in the Power Cost Adjustment Account m"ﬁer Schedule 127
will begin to accrue interest on and after January 1, 2003, In addition, there élgll be added to the
balance at January 1, 2003, an amount equal to the product obtained by multiplying one-half of
the balance at December 31, 2002, by an interest rate equal to 15 months of PGE’s last approved
Cost of Capital. '

5. () PGEwillestimate the difference between what the Boise Cascade St.
Helens Plant (Bois.e) is projected to pay under actual rates for the three-month period October
2001 tt.x'rough December 2001 and what Boise is projected to pay on standard rates. This
difference will be credited to all customers with interest at PGE's cost of cap.ital as & separate
kWh credit over the 15-month period October 1, 2001, through December 31, 2002, under the
Special Contract Adjustment Schedule 131 (attached to this Stipulation as Exhibit C). The
Commission shall adopt Schedule 131 in its entirety for purposes of thi% docket. This credit will
be included as an offset to actual Energy Revenues under Schedule 127.

(b) Forpurposes of determining Base Energy Revenues for Schedule 127,
PGE will assume that Boise is on standard rates for the entire period of October 2001 through

December 2002.
| . (© For pmpoScs of determining actual Energy Revenues for Schedule 127 for
Boise for the October 2001 through December 2001 period, the fo]lowiﬁg shall be summed:

e Energy Revenues as if Boise was billed under standard rates, and

e The diffetence between actud bills to Boise and bills calculated as if

. Boise was under standard rates. '
6. PGE shall establish its Expected NVPC and Base NVPC for purposes of this
docket by.running its Monet Power Cost Model on or abbut September 11, 2001, or such later
date as may be determined by the Commission. |
7. PGE shall remove $100,000 in administrative and general costs from its revenue

requirement used to set rates to reflect costs included in its revenue requirement related to its

APPENDIX P ‘
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demand exchange program. This adjustment reflects the uncertamty that demand exchanges will -

" occur under Schedule 86, PGE’s demand exchange tariff, For any month begmmng October

2001 and ending December 2002 in which P(}E and a customer participate in a demand
exchange lmdcr Schedule 86, PGE shall add $8,333 to its actnal NVPC for purposes of Schedule
127. This will allow PGE to recogmzc costs of the demand exchange when and 1f demand
exchanges occur. . |

8.  The Parties recogrize that PGE’s power cost situation is umique, given its -
exposure to the wholesale energy market in order to serve its retail customers and the current

' uncertainty and volatility in the wholesale energy market. Accordingly, this Stipulation

represents a settlement in compromise of the positions of the Parties with respect to the matters
contemplated by this Sﬁpula_tion in light of the unique circumstances of PGE and the wholesale
market energy market. This Stipulation may not be cited or used as precident by any party or
person in eny proceeding except for those proceedings implementing the terms of this
Stipulation. - .

9. For the purpose of allocaﬁng total fixed and variable power costs moné PGE’s
customer classes and calculating Parts A and B of Schedule 125, the Parties sgree that PGE shall -
allocate its Long-Term and Short-Term Resources and market purchases as follows: |

()  First, PGE shall allocate its Long-Term Resources (including 2 credit for
any PGE .pmvided ancillary services) among customer classes in proportion to their respective
pcrcentages of PGE’s expected retail load (adjusted to remove the effects of any demand
exchanges) for the 12 months ended September 30,2001;

(b)  Second, Subscription Power from the Bonneville Power Administration
shall be allocated to the residential and sma]l-fa;m customers of PGE eligible to participate in
BPA’s Residential Exchange Program;

(c) | Third, PGE shall allocatg its Short-Term Resources among all customer
classes until éch customer class has been allocated a sufficient amount of Long-Term

APPENDIX D
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1

Resources, BPA SuBscripﬁon Power and Short-Term Resources to cover the expected load of
that class; except that, to the extent that the resources available under paragraphs (a), (b) and'lthis
paragraph (c) are insufficient to serve all expected ?:ustom’cr load, PGE shall allocate such .. .
shortfall among the customer classes in proportion to their respective percentages of cipecte;l
shortfall. Any shortfall of resources for any customer class shall be filled by market purchases;
and )

(@  Any excess of Short-Term Resources over expested load shall be allocated
amoné ‘all customer classes in proportion to their respective percentages of expected load.

(&) If after applying (&) and (b) above, the residential class has sufficient
resources to meet expected load, Short-Term Resources shall be allocated to the other classe§ on
a pro rata basis until they reach the same relative position as the residential class. Any remaxmng
Short-Term Resources shall then be allocated in accordance with (d) ebove.

10.  The Parties agree to support Schedule 130, Shopping Incentive for large non-
residential customers below IMWa described in Exhibit D attached to this Stipulation. The
Commission ghall adopt Schedule 130 in its entirety for purposes of this docket.

1. TONU and Fred Meyer Stores will not argusin this docket thatthe residential and
emall farm customer classes should be assigned additions] costs of load shaping and load
following related to BPA Subsi:riptidﬁ Power allocated to the residential and small farm

customer classes.

12. The Pa;ﬁw agree that, so long as PGE does not file a general rate case for rates to

become effective prior to December 31, 2002-, they will not advocate or support, for rates

effective .prior to January 1, 2003, an adjustment to PGE's estimated or projected NVPC similar
to the adjustment which the Staff sought to introduce irito evidence in the proposed surrebuttal
testimony of Staff Witness Bill Wordley in this docket, which testimony was disallowed by the
Administrative Law Judge. 'fhe Parties also agree that, except as otherwise provided in this
Stipulation, they are not bound by the terms of this Stipulation in any future general rate

PENDIX P
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proceeding initiated by or against PGE. .

(
13.  The Parties agree and support the conclusion that Paragraphs 9 and 11%0of this

Stipulation and Schedule 125 are designed to ensure that 100% of any federal system.l;eneﬁts
provided by BPA to PGE, on behalf of its residential and small farm consumers, will flow
through to such consumers.

14.  TheParties agree to support this Stipulation before the Commission and before
any court in which this Stipulation may be considered. If the Commission rejects all or any

-material part of this Stipulation, or adds any material copdition to any final order which is not

contemplated by this Stipulation, each Party reserves the right to withdraw from this Stipulation
upon written notice to the Coﬁmisﬁm and the other Partieé within five (5) business days of
sérvice of the final order rejecting this Stipulation or addmg such material conéiiﬁon.

15.  Upon written request, PGE shall make available to any Party to this Stipulation,
within 10 business days, all data and workpapers that support the calculations required under the
Schedules attached hereto. |

16.  The Parties shall file this Stipulation with the Commission.

17.  This Stipulation may be signed in any numbc: of counterparts, each of which will

be an original for all purposes, but all of which taken together will constxtutc only one
agreement. '

18.  The partics to any dispute éonceming this Stipulation agree to confer and makea
good faith effort to resolve such dispute prior to bringing an action or complaint to the |
Commission or any court with respect to such dispute, '

19.  The parties agree that the combination of PGE's Standard Offer tariff schedules
and the Schedule 125 Resource Valuation Mechanism provideé cost-of-service options to

customers eligible to receive service under such schedules,

20.  ‘The parties acknowledge that legislation has delayed the date for direct access
under SB 1149 and that Administrative Law Judge Grant has issued a Post-Hearing Conference

Page7 STIPULATION
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1 Memorandum‘ on July 17,2001, The parties acknowledge that certain dates in this Stipulation
2 and accompanying tariff sheets may need to be changed asa r&eult.‘ In addition, the Revenue

3 Valuation Mechanism.will require modification to reflect a mid-period implementation of direct
4 access. The parties agree to confer and make a good faith effort to accomplish these changes

5 while retaining the spirit and mtent of this Stlpulauon. '
6
7
8
9

DATED this 22 day of July, 2001.

PORTLAND GENERAL ELECTRIC STAFF OF THE PUBLIC UTILITY -
COMPANY _ COMMISSION OF OREGON

By:

INDUSTRIAL CUSTOMERS OF THE
" | _ NORTHWEST UTILITIES

By:

CITIZENS’ UTILITY BOARD

By:

001991\00131M03595 V005
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1 Memorandu:q on Juiy 17, 2001. The parties acknowledge that certain dates in this Stipulation |
2 and accompanying tariff sheets may need to be changed &s a result. In addition, the Revenue A
3 -'Valuatio'n Mechanism will require modiﬁ#aﬁon t'p refiect & mid-period implementation of direct
4 access. The parties agree to confer and mnice a good faith effort to accomplish these changes
5 while retaining the spirit and intent of this Stipulation.
6 DATED this____day of July, 2001.
. SEgpemomIe o
9 | : :
I ~ B
11 FRED MEYER STORES . ' INDUSTRIAL CUSTOMERS OF THE
5 N . . NORTHWEST UTILITIES
U py PIUALLE 1&# By:
15 #ichae( (. &’cm‘z,' &5,
16
17
18
19
20
21
- - =
23
24
25
26
217 .
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1 Memorandum on July 17, 2001. The parties scknowledge that certain dates in this Stipulation

2 end accompanying tariff sheets may need to be changed as & result. In addition, the Revenue |

3 Vahation Mechanism will require madification to reflect & mid-period implementation of dicect
4 access. The parties agree to confer and make 2 good faith effort to accomplish these changes

5 while retaining the spicit and intent of this Stipulation.
6

7

8

LY

. DATED this day of July, 2001.
.TLANDGENERAL ECTRIC STAFF OF TEE PURLIC UTILITY
%%Pﬁmm ELE COMMISSION OF OREGON
By: s By:
10 y . Y
13 FRED MEVYER STORES INDUSTRIAL CUSTOMERS OF THE
15 . s , .- NORTHWEST UTILITIES
14 By; By;
15 , ]
6 CITIZENS® UTILITY BOARD
17

‘ m. By:
19
20
21
22
2
24
25
26

27

I?uéc/r Z - " ﬁ.;
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| Memorandum on July 17, 3001. The parties scknowledge that certain dates in fhis Stipulation
2 and accorupanying tariff sheets may need to be changed as & result. In addition, the Revenue
3 Valuation Mechanism will require modification to reflect 2 mid-period lmplem_mtaﬁon of direct
-4 access. Thcpazﬁcsagrcctoconfcrandmakcagoodfaitheﬁortto accomplish these changes
S  while retaining the spirit and intent of this S'apu.lahon |
6 - DATED ts X%y of Tuly, 2001
| PORTLAND GENERAL ELECTRIC STAFF OF THE FUBLIC UTILITY
8 . COMPANY COMMISSION OF OREGON
:) ﬁy: . By: Dnn 40 <3B. 4/425‘&“
1" FRED MEYER STORES INDUSTRIAL CUSTOMERS OF THR
i ' NORTHWEST UTILITIES
14 By: By: i
15
16
17
18
19
20
21
22
23 s
24
25
26
27
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1 Memorandum on July 17, 2001, The parties acknowledge that certain dates in this Stipulation
2 andaccompanying tariff sheets may need to be changed as aresult. In addition, the Revenns

3 Valuation Mechanism will require modification to reflect & mid-period fmplenentation of direct
4 acc&es The parties agres to confer and make a good faith effott to accomplish these changes

5 while retaining the spirit and intent of this Stipulation,
6

7

8

9

DATED this day of July, 2001.

PORTLAND GENERAL ELECTRI _ STAFF OF THR PUBLIC UTILITY -
COMEANY | COMMISSION OF OREGON

B * B .
0 B¢ . y:

11  FRED MEYER STORES . - INDUSTRIAL CUSTOMERS OF THE
3 NORTHWEST UTILITIES

‘14 By: T By

26
27
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Portland General Electric Company

P.U.C. Oreqgon No. E<47 . Oricinzl Sheet No. 125-1

SCHEDULE 125
RESOURCE VALUATION MECHANISM

PURPOSE

To recognize the difference between the market price and costs of power on an annual
basis.

AVAILABLE
In éll territory served by the Company.
APPLICABLE "

To all bllls for Electricity Service calculated under all rate schedules specified herein,
including contracts, except where explicitly exempted.

PART A - LONG-TERM RESOURCES

Part A shall reflect the difference between the projected total cost of power (including a
credit for any Company provided Ancillary Services) from long-term resources owned or
controlied by the Company including associated transmission by others and the market
price of an equivalent amount of power. The market price shall be based on the forward
price curve that the Company uses to set the Annual Fixed Price Option. Long-term

resources are all generating plants and power purchases with an initial term longer than
five years, except BPA Subscription Power.

PART B — SHORT-TERM RESOURGES

Part B shall reflect the difference between the projected cost of power from shorf-term
resources Including assoclated transmission by others and the market price of an
equivalent amount of ‘power. The market price shall be based on the forward price
curve that the Company uses to set the Annual Fixed Price Option. Shori-term

resources are all resources that do not meet the definition of long-term resources
except BPA Subscription Power.

—
enge_ [ oF &

Advice No. 00-14
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Portland General Electric Comupany
P.U.C. Oregon No. E-17

Original Sheet No. 125-2 -
SCHEDULE 125 (Continued) '

PART B - SHORT-TERM RESOURCES (Continued)

A Large Nonresidential Consumer may provide Preliminary Direct Access Notice

12 months in advance of the next Part B adjustment informing the Company thatit does . -
not want the Company to plan to serve its load. In such case, the Consumer will be
exempt from the Part B adjustment beginning with the next Part B adjustment and
continuing until it gives 12-month notice to retumn fo Part B eligible status. The first such
notice shall be for the 12-month period begirining January 1, 2003.

PART G- ADVERSE HYDRO CONDITIONS .

Part C shall reflect the projected difference In Net Variable Power Costs (as defined In
Schedule 127) between expected and normal hydro conditions, on or about August 1,
2001, for the period of October 2001 through December 2002 of $xox.

ADJUSTMENT RATE

-

The Adjustment Rates, applicable for service on and after the effective date of this
schedule, shall be: ~

diustment Rate

Schedule PartA Part B - PartC
7 | ¢ Aper KWh - ¢ per kWh ¢ per KWh
15 ¢ per kWh ¢ per kWh — ¢ perkWh
32 : ¢ per kWh ___¢ perkWh __¢ perKWh
38 ¢ per kWh ___¢perkWh — - ¢ perkWh
48 ¢ per kWh . ¢ perkWh ¢ per kWh
49 o ¢ per kWh ¢ per KWh ¢ per KWh
82 Small Nonresldential ¢ per kWh ¢ per KkWh . ¢ perkWh
- Large Nonresidential
Secondary ¢ per kWh ¢ per kWh ¢ per kWh
Primary ¢ per kWh ¢ per kWh ¢ per KWh
Subtransmission ¢ per kWh ¢ per KWh ¢ per kWh
e, 1<
enge 2 OF S
Advice No. 00-14
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Portiand General Electric Company
P U.C. Orsagon No. E-17 Original Sheet No. 125-3
SCHEDULE 125 (Continued)
Adjustment Rafe (continued)
A-diustment Rate
Schedule Part A PatB Part C
83 Secondary ¢ per KWh — ¢ perkWh ¢ per kWh
" Primary ____¢éperkWh - ___ ¢ perkWh ¢ per kWh
Subtransmission ____¢ per kWh __ ¢ perkWh - ¢perkWh
o1 ¢ perkWh ___¢perkWh ¢ per kWh
92 — ¢ perkWh — ¢ perkWh ¢ per KWh
03 —__¢perkWh  ___ ¢perkWh __¢ perkWh
97 .~ ____¢perkWh ___ ¢perkWh ¢ per kWh
99 (where applicable) ___ ¢ perkWh _ ¢ perkWh ¢ per KWh
515 —_¢perkWh __ ¢ perkWh ¢ per KWh
- 532 ¢perkWh  _____ ¢ perkWh ¢ per KWh
549 ___¢perkWh ____ ¢perkWh ° ¢ per KWh
583  Secondary ___¢perkWh - ____ ¢ perkWh ¢ per KWh
Primary ¢ perkWh ¢ perkWh ¢ per KWh
Subtransmission ¢perkWh =~ ____¢ perkWh ¢ per kWh
591 ___¢perkWh  ____ ¢ perkWh ¢ per KWh
592 ___ ¢per kV_Vh ____ ¢perkWh ¢ per kWh

ANNUAL ADJUSTMENT REVISIONS

The adjustment rates for Part A and Part B shall be filed on November 15™ (or the next
business day if the 15% Is a weekend or holiday) to be effective for setvice on and after
January 1% of the next. year. For the first year of implementation, the service year will
last 156 months, beginning on October 1, 2001 and ending on December 31, 2002,

causing the filing to be made on or by August 15, 2001. Part C w:ll be set to zero
effective January 1, 2003.

A
PAGE Z:DFS
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\
Portland General Electric Company

P.U.C. Oregon No. E-17 Original Sheet No. 125-4

- SCHEDULE 125 (Continued)
| .

i

Part A' shall be based on the Company's most recent rate order, adjusted for the
service year. Part B shall be based on the Company’s purchase obligations for the next
calendar year entered into on or before September 15 of the filing year (August 1, 2001

for the October 2001 through December 2002 period). The Part A and Part B revisions
shall reflect updates to the following: :
Applicable resources
Company market power purchases
Costs of fue! and transportation
. Hydro operating constraints imposed by governmental agencles
Market power prices (including transmisslon to the Company
Transmission and ancillary services , .
Retall load forecast

LARGE NONRESIDENTIAL LOAD SHIFT TRUE-UP

If the net difference of load between:

1. Consumers who provided Preliminary Direct Access Notice and subsequentiy

selected the Annual Fixed Price Option of Schedule 83 (Category 1
Consumers) and

2. Consumers who did not provide Preliminary Direct Access Notice and did not
select the Annual Fixed Price Option of Schec_!ule 83 (Category 2 Consumers)

is greater than 25 aMW, the Company may adjust the Part A or Part B adjustment for
large nonresidential consumers to account for such difference in load..

If the load of Category1 Consumers exceeds that of Category2 Consumers, the
Company wilf adjust the Part A adjustment for large nonresidential consumers to reflect,
the deviation between the market prices used to set the Part A adjustment and actual
market prices experienced In acquiring power to meet the difference in load.

If the load of Category2 Consumers exceeds that of Category 1 Consumers, the
Company will adjust the Part B adjustment for large nonresidential consumers to reflect
the deviation between the market prices used to set the Part B adjustment and actual
market prices experienced in disposing of power to meet the difference in load.

EXHIBIT ﬁ
PAGE._ELQF:S
Advice No. 00-14 o D
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Portland General Electric Company
+ BA.C. Oregon No. E47. i,

." SCHEDULE 125 (Concluded)

Orialnal Sheet No. 125.5

~ RESOURCE CHANGES

The Part A Adjustment Rates shall be modified at any time to reflect changes in the
Company’s resources resuling from the implementation of all or a portion of a
Commission-approved Resource Plan, any other Commission-approved resource
change, or the catastrophlc fallure of a resource. In the case of a catastrophlc fallure,

Part A shall be adjusted by replacing the variable costs of the resource with the cost of
replacement power. -

—
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. Portland General Electric Company

P. U. C. Oregon No. E-17 Origlnal Sheet No, 1274~

; SCHEDULE 427
\  POWER COST ADJUSTMENT

\
Rk

" PURPOSE

To recognize in rates differences in actual net power costs from those assumed In base
energy rates. .

APPLICABLE

To afl bills for electric service calculated under Scﬁedules 7, 15, 32, 38, 48, 49, 83
(Annual Fixed Price Option only), 91, 92, 93, 87, and contracts, except for BPA power
delivered for service to resldential consumers and also where explicitly exempted.

NET VARIABLE POWER COSTS

Net Variable Power Costs (NVPC) are defined as the total power cost for energy
generated and purchased. NVPC are the net cost of fuel, fuel transportation, power
contracts, transmission / wheeling, wholesale sales, hedges, optioris and other financlal

instruments incurred to sefve retall load. For purposes of calculating the NVPC, the
following adjustments will be made:

« Exclude the Reglonal Power Act Exchange Credit, the cost of BPA Subscription
Power, and payments In llsu of Subscription Power.

« Exclude the monthly FASB 133 mark-to-market activity. .

Exclude the results of any transaction arising from the Company's merchant trading
business; that Is, transactions relating to the acquisition and disposition of whalesale
power, hedges, options and other financial Instruments solely far the Company’s
own account and at its own risk. : '

Include as a cost (or exclude from revenue) all losses (except those related fo
merchant trading) that the Company incurs, or Is reasonably expected to incur, as a
result of any non-retall customer falling to pay the Company for the sale of power
during the period In which this schedule Is In effect. . - _

« Include fuel costs and revenues associated with steam sales from the Coyote
_ Springs | Plant,

Advice No. 0014
Issued____ ,2001

Effective for service
'Pamela Grace Lesh, Vice President

on and after October 1, 2001
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Portland General Electric Company )
P. U. C. Cregon No. E<17

BASE NVPG

Orialnal Sheet No. 1272

The Base NVPC are deﬁned as the NVPC used to develop existing rate schedules
including,Parts A and B of Schedule 125. The current Base NVPC are:

4

$xsccx October 2001 through December 2002
ENERGY REVENUES

Energy Revenues are defined as the totdl revenues from Energy Charges of tariff
Schedules 7 through 99, plus all charges or credits under Scheduls 125, Resource
Valuation Mechanlsm and Schedule 131, Special Contract Adjustment. To the extent
that the:Energy Charges of a particular rate schedule contain elements not directly

related to the cast of power (e.g. system usage charges) such elements shall be
excluded from Energy Revenues.

BASE ENERGY REVENUES

. The Base Energy Revenues are defined as the Energy Revenues.'
excluding Part C of Schedule 125 and Schedule 131, forecast from
existing tariffs and the load forecast used to develop the Base NVPC. The

cumrent Base Energy Revenues are:$xox Octlober 2009 through
December 2002 '

POWER GOST VARIANCE

The Power Cost Variance (PCV) Is the difference between actual and Bass NVPC less
the difference between actual and Base Energy Revenues for the perlod October 2001,

through December 2002. The Adjustment Amount shall be detem'dned according to the
fallowing based on the level of the PCV: .~

Power Cost Variance - Adiustment Amount

$28.0 million to $28.0'miflion zero

. $28.0 million to $38.0 miltion 50% of PCV between $28.0 million and $38.0 million
. $38.0 million to $100 milion - $5.0 million plus 85% of PCV between $38.0 mmlon and

$100 million

$100 milfion to $200 million $57.7 million plus 90% of PCV between $100 million and
$200 million

over $200 million $147.7 million plus 95% of PCV In excess of $200 miilion

-$28.0 ralliton to ~$38.0 milllon 50% of PCV between -$28.0 million and -$38.0 million
~$38.0 mittion to ~$100 million $5.0 mitlion plus 85% of PCV between -$38.0 million
: and -$100 million
-$100 milfion to -$200 million -$57.7 million plus 90% of PCV belween -5100 milllon
and -$200 milllon

less than ~$200 milion " $147.7 million plus 95% of PCV less than -$200 mmion
Advice No. 00~
. D : F
Issued ,-320;1"" s PEI\E‘_OF _&5’ Effective ng‘%Eei%@&

on and after October 1, 2001
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. \
Portland General Electric Company- . "
Original Sheet No. 1273 -

P. U. C. Oregon No. E-17

POWER COST ADJUSTMENT AGCOUNT

. %
The Company will maintain a Power Cost Adjustment Account to record overcollections
and undercollections. The Account will contain the difference between the actual
Adjustment Amount and ravenues collected/credited under this schedule. Interest wiil
accrue on the account at the Campany's autharized rate of return beginning January 1,
2003. In addition, there shall be an amount added to the balance on January 1, 2003
equal to the product obtained by multiplying % the balance on December 31, 2002 by
an interest rate equal to 15 months of the Company's authorized rate of retum.

POWER - COST ADJUSTMENT RATE

The Power Cost Adjustment Rate shall be revised on a quarterly basls. It shall be
determined as an amount per kilowati-hour, carried to the nearest 0.001 cents per
kilowatt-hour, necessary to bring the projected balance of the Power Cost Adjustment
Account (including the projected Adjustment Amount for the petiod October 2001
through December 2002) to zero at the end of 2002. Each quarter the Company will
farecast the PCV and resulting Adjustment Amount for the October 2001 through
December 2002 period based on actual results to dalte and a forecast of the remaining
months. This amount less collections to date under this schedule will be the projected
. balancs of the Power Cost Adjustment Account. The new Power Cost Adjustment Rate

will ba equal o this projected balance divided by the load forecast minus the amount of
power delivered by BPA to PGE residential consumers for the remaining periad.

If this tariff Is terminated for any reason prior to December 31, 2002, the Commisslon
shall determine the Adjustment Amount on a prorated basls consistent with principles of
this schedule. In such case, or when this tariff otherwise termlinates, any balanca in the

Power Cost Adjustment Account shall be amortized fo rates over a period to be
determined by the Commission.

Each Consumer's bllling shall state the doltar amount of this adjustment.
TIME AND MANNER OF FILING

Forty-five days prior to the effective date of the revised Power Cost Adjustment Rate,
the Campany shall submit to the Commission the following information:

(1) " A letier of transmittal that summarizes the proposed changes under the

schedule. :
(2) A revised rate schedule page that reflects the new quarterly Power Cost
Adjustment Rate.
(3) Working papers supporting the calculation of the revised Power Cost
Adjustment Rate. '
Advice No. 00-14 EXHIBIT % .

D . :
Iasued —_+2001 ﬁ?ﬁ%n: " _Eﬁafﬁﬁiﬁég'l%
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Portland General Electric Company
B. U. C, Oreqon No. E-17

01-771

Original Stieet No. 1274 -

ADJUSTMENT RATE .

\

The Power Cost Adjustment Rate, applicable for service on and after the eﬁecﬁve
date of this rate schedule shall be:

7
15
32
38

48

48
83*

g1

92
93
o7

99 (where applicable)

Schedule

Secoridary
Primary
Subtransmission

* Annual Fived Price Option only

Adjustment Rate

0.000 ¢ perKWh
0.000 ¢ per kWh
0.000 ¢ per kWh
0.000 ¢ per KWh
0.000 ¢ per KWh

0.000 ¢ per kWh

0.000 ¢ perkWh
0.000 ¢ per KWh
0.000 ¢ per kWh
0.000" ¢ per KWh
0.000 ¢ per kWh
0.000 ¢ perkWh
0.000 ¢ per KWh
0.000 ¢ perkWh

Adyvice No, 00-14

Issued , 2001

Pamela Grace Lesh, Vice President

APPENDIX b
PAGE 21 QF.LZ

Effective for service

DARE

on and after October 1, 2001
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ORDER NO. 01-717
Portland General Electric Company '
P.U. C. Oregon No. E-17 DRAFT Original Sheet No. 13141 -

SCHEDULE 131/
SPECIAL CONTRACT ADJUSTMENT

-

PURPOSE

To refund to Consumers $___ milllion of spedal contract collections.

APPLICABLE

To all bills for elect;'ic service.

ADJUS'I:MENT RATE .
_ - _____ cents per kwh

TERM -

This adjustment shall terminate on Decei'nber 31, 2002.

EXHlB\T__.g:_

DRAFT page_|_or_|
Advice No. 00-xx

AP
[ CE TP | 2001 - bAiECBl%I’xfx\): Zg

Effective for service
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Portland General Electric Company

B.U.C. Oreqon No. E-47 _ Original Sheet No, XX-1°

SCHEDULE 130
SHOPPING INCENTIVE RIDER

AVAILABLE

In all teritory served by the Company.
 APPLIGABLE

Applicable to Large Nonresidential Consumers using less than 1 MWa &t a site in the prior
calendar year (after adjusting to remove the effects of any demand exchanges).

SHOPPING INGENTIVE (PART A)

Consumers for whom this rider is applicable and who elect to receive service under
Schedule 583 will recelve a Shopping Incentive credit of 0.500¢ per KWh. The Shopping
Incentive will be limited to the first ten percent (10%) of Qualifying Consumer Load,
- measured on a KWa basis that is served under Schedule 583, where Qualifying Consumer

Load is equal to the estimated total load of Large Nonresidential Consumers using less
than 1 MWa &t a site In the prior calendar year (after adjusting to remove the effects of any
demand exchanges). No Consumer, business, or group of affiliated businesses with
common or -similar ownership shall recelve Shopping Incentives for single or multiple
locations that represent more than 2.5% of Qualifying Consumer Load.

SHOPPING INCENTIVE RECOVERY ADJUSTMENT (PART B)

The Shopping Incentive Recovery Adjustment shall be applied to all applicable Large |
Nonresidential Consumers.

At least 30 days prior to January 1 of each year (October 4, 2001 for the penod
October 2001 through December 2002) the Company will file an adjustment rate to recover
credits provided under this Schedule. The rate shall be set to recover the estimated credits
to be given during the year plus any over- or under-collections during ptior periods.

Effective October 1, 2001 the Shopping Incentive Recovery Adjustment shall be

cents per KWh
B(HlBﬂ______j}_.
| nge_|_0F 2
Advice No. 0014 Iy |
lssued _ . B =L v ,p ___ Effective for service

altlma MNadalonnd NN4
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Portland General Electric Company \
P.U.C. Oregon No. E-17

Original Sheet No. XX.-2

"

SCHEDULE 130 '
SHOPPING INCENTIVE RIDER (Concluded) \

rs

TERM

- Shopping Incentive credits under this rider will explre three years after direct access is first
~ avallable under the provisions of section 2, chapter 865, Oregon Laws 1999,

The Shopping Incentive Recovery Adjustment shall explre four years after direct access is
first avallable under the provisions of section 2, chapter 865, Oregon Laws 1999.

RULES AND REGULATIONS

Service underthis schedule is subject to the General Rules and Regula’aons contained In
the Tariff of which this schedule is a part.

3~
BG{lBIT_._._J’
PAGE_Z- OF

Advice No. 00-14

Issued Appmomb Effectlve for service
Pamela Grace Lesh. Vice President pace ZHOFZEZ  on and after October 1, 2001
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Exhibit E ‘
\

Allocation of Hydro Adjustment to M‘onths '

Oct
Nov
Dec
Feb

Jun
. Jul
Aug
Sept
Oct
Nov
Dec

Total

2001
2001
2001

2002 - --

2002
2002
2002
2002
2002
2002
2002
2002
2002
2002
2002

Mwh Adjustment

-65,780
-42,465
-44,999
-97,437
-102,967
-83,851
24,525
33,976
-11,485
9,707 .
-46,502
24,819
8,090
32,132
62,236

-300,000

C.'\W\B;dn'bit Edoc

APPEDXD oo
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 ORDERNO. 04~ 777

Tonkon Torp v |
ATTORNEYS 1600 Pioneer Towes
888 SW Fifth Avenue
Portland, Oregon, 97204
503-221-1440 '\
MICHAEL M. MORGAN (503) 802-2007
FAX (503) 972-3707
mike@tonkon.com
August 20, 2001
Janice Fulker, Administrator
Regulatory and Technical Division
Oregon Public Utility Commission
550 Capitol St. NE, Suite 215

Salem, OR 97301-2551
Re: UE 115 Monet Run
Dear Ms. Fulker:

- Pursuant to Judge Grant’s Post-Hearing Conference Memorandum dated July 17, 2001,
enclosed is PGE’s “final draft” Monet Run. This was delayed due to settlement discussions
among the Parties. Staff, ICNU, CUB and PGE held settlement discussions on August 13, 15, 16
and 17, 2001, concerning the June 1 and July 27, 2001, Monet Runs and the corrections and
updates to the June 1 Monet Run that would be included in the “final draft” Monet Run and the
final Monet Run used to establish final pricing in this docket in September 2001.

Attached to this letter is a list of 16 corrections and updates that were included in PGE’s
July 27, 2001, Monet Run that were not included in the June 1, 2001, Monet Run distributed to
the parties. This list was attachment 3 to PGE’s comments filed August 9, 2001, on the July 27,
2001, Monet Run. Staff'and PGE have agreed that the “final draft” Monet Run and the
Scptember 2001 Monet Run will be based on the inputs to the June 1 Monet Run with the
adjustments contained in items 2, 10-14 and 16 on the attached list of corrections and updates,
and will not include the other items on the attached list. In addition, PGE will remove from these
runs a merchant trading transaction that was inadvertently included in the June 1, 2001, Monet
Run. CUB and ICNU will not oppose the use of the June 1, 2001, Monet Run with the inclusion
of these corrections and updates. Staff and PGE have agreed that the September Monet Run will
be based on the “final draft” Monet Run updating only the most recent gas and electnc forward
curves. CUB and ICNU will not oppose this agreement.

At the request of ICNU, the date for final pricing in this docket will be Scptembér 12, not
September 11.

APPEND

hAoe 26, OF..%.g
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Janice Fulker
Angust 20, 2001 .
Page 2
|
. ‘ ‘\
 PGE withdraws its motion to reopen the record filed August 9, 2001,
. A7
Michael M. Morgan

MMM/pcs
Enclosure © - - :

cc:  UE 115 Service List
Mr. Maury Galbraith

001991\00131\413458 VOO1

: Ly,
.- APPENDIX V.,
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Attachment 3 to
PGE’s August 9 Comments

On Thursday, August 2*, PGE met with Staff and discussed the following

corrections and updates to the June 1* Monet model run that were incorporated
into the J uly 27" Monet model run:

1. Updating the cost of coal for Boardman, including transportation, based on the
most recent information available. This update was incorporated in the June 1,
2001 Monet run.

2. Updating Coyote fuel costs for the cost of gas to operate the auxiliary boiler to
produce steam, consistent with the 2™ Stipulation with Staff on revenue
requirement issues and Commission Order 01-489.

3. Updating the Wells Settlement contract output based on hydro output.

4. Update contract cost for the Portland Hydro Project based on most recent
available information.

5. Utilize 48-month average for Thermal Availability and Thermal Maintenance
based on historical data through 12/31/00 (the most recent data available).

6. Update firm Gas Transportation for most recent tariff information available.

7. Update variable Gas Transportatlon costs to include losses due to compressor
usage.

8. Update cost of Ogden/Mt. Tabor contract based on most receht available
information.

9. Update cost of Lake Oswego Street Lighting contract based on most recent
available information.

10. Incorporate BPA subscription power at expected contract cost (28.3 mills)
rather than forecast market.

11. Correct the load forecast for two months to match forecast provided in PGE’s
Rebuttal Testimony (STF01AE).

12. Utilize most recent forward curves for market gaslelectncxty

13. Utilize most recent contracts for gas/electricity.

14. Incorporate Staff/PGE Stipulation on expected Hydro output.

15. Expected output of Vancycle Ridge contract updated to 10 aMW using most
recent available information.

16. Correct capacity of Chelan Exchange In contract from 50 MW to 25 MW in
October 2002.

APPENDIX D
PAGE 28 OF =



ORDE.RNO. 01_777 - '/ '\

o RECEIVED
BEFORE THE PUBLIC UTILITY COMMISSION T
- AUS =7 2001
OF OREGON Pubtic Utility Commizsion ot O‘v.ngan
. Adminstrative Heanngs Division
UE 115 -
In the Matter of PGE’s Proposalto . ) SUPPLEMENTAL REVENUE
Restructure and Reprice Its Services in )  STIPULATION
Aocordance withthe Provisions of SB 1149 )  REGARDING FRANCHISE
) FEES AND STEAM SALES

This stipulation (Supplemental Revenue Stipulation) is entered into for the purpose of
 resolving Portland General Electric Company®s (PGE) requested revemme requirements related to
franchise fees and steam sales in this docket. Specifically, this Supplemental Revenue
Stipulation represents & supplement to the stipulation entered into by PGE, the Staff of the
Oregon Public Utility Commission (Staff), and Fred Meyer Stores on March 7, 2001.

L  INTRODUCTION .

_ On October 2, 2000, PGE filed Advice No. 00-14 to produce a $324 million increase in
. its base prices to its customers. The filing was based on a projected test year of 2002.

Not addressed in the March 7, 2001 Stipulation were revenue requirements adjustments
regarding the treatment of franchise fees to cities in PGE’s service territory end steam sales at
PGE'’s Coyote Springs generating plant. The parties signing this Supplemental Revenue -
Stipulation (Parties) agree to modify PGE’s currently stipulated revenue requirement as stated
below. The Parties submit this Supplemental Revenue Stipulation to the Commission and
request that the Commission approve the settlement as presented.

. TERMS OF STIPULATION

1. The Parties to this Supplemental Revenue Stipulation agree that PGE will adjust its

- revenue requirement request to reflect the adjustments listed in Attachment A to this
Supplemental Revenue Stipulation. The parties agree to calculate the revenue
requirement impact of the adjustments listed in Attachment A consistent with the final
Commission approved Cost of Capital in this case. \

" 2. The Parties recommend that the Commission approve the various rate base, expense, and

other revenue adjustments described in Attachment A. ’ ™

3.  The Parties agree to adjust “Revenue Sensitive Costs™ to incorporate & 2.26% Franchise
: Fee, and include a calculation for Franchise Fee Costs st 2.26% in “Franchise and Other
Tax” in ll revenue requirement calculations (see Attachment B). The Parties agree that

Page 1 ~ SUPPLEMENTAL REVENUE STIPULATION REGARDING FRANCHISE FEES

oA 2 SUNDTAITRANAR 2N . FranchiscFeas 7-20-2001 .doc
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PGE will use the adjusted "Revenue Sensitive Costs" for calculating rate adjustments
;ubsequem to this docket until the Commission issues an order changing the Franchise
“reerate. .

4.  The Parties agree that this Supplemental Revenue Stipulztion represents & compromise in
the positions of the Parties. As such, conduct, statements, and documents disclosed in the
negotiations of this Stipulation shall not be admissible as evidence in this or any other

5. This Supplemental Revenue Stipulation will be offered into the record of this i
es evidence pursuant to OAR 860-014-0085. The Parties agret to support this
Supplemental Revenue Stipulation throughout this proceeding and in any appeal, provide
Witnesses to sponsor this Supplemental Revenue Stipulation at the hearing, if any, and
: ;ecomme.nd that the Commission issue an order adopting the settlements contained

ercin. :

6. If this Supplemental Revenue Stipulation is challenged by any other party to this
proceeding, or any other party seeks & revenue requirement for PGE that departs from the
terms of this Supplemental Revenue Stipulation, the Parties to this Supplemental
Revenue Stipulation reserve the right to cross-examine witnesses and put in such
evidence as they deem appropriate to respond fully to the issues presented, including the
right to raise issues that are incorporated in the setilements embodied in this
Supplemental Revepue Stipulation. Notwithstanding this reservation of rights, the Parties
to this Supplemental Revemie Stipulation agree that they will continue to support the
Commission’s adoption of the terms of this Supplemental Revenue Stipulation.

7. The Parties have negotiated this Supplemental Revenue Stipulation as an integrated
document. If the Commission rejects all or any material portion of this Supplemental
Revenue Stipulstion or imposes additional material conditions in epproving this
Supplemental Revenue Stipulation, any Party disadvantaged by such action shall have the
rights provided in OAR 860-014-0085 and shall be entitied to seck reconsideration or
appeal of the Commission’s order. - ' :

8. By entering into this Supplemental Revenue Stipulation, no Party shall be deemed to
have approved, admitted or consented to the facts, principals, methods or theories
employed by ary other party in arriving at the terms of this Supplemental Revenue
Stipulation. No Party shall be deemed to have agreed that any provision of this
Supplemental Revenue Stipulation is appropriate for resolving issues in any other
proceeding,

9. This Supplemental Revenue Stipulation may be executed in counterparts and each signed
counterpart shall constitute an original document.

o E

eacE .Z-oF 1%

Page 2 — SUPPLEMENTAL REVENUE STIPULATION REGARDING FRANCHISE FEES
'''''' sroar O G\MS-WORD\IDA004874\Stip-FranchiseFees7-20.2001.doc
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This Supplemental Revenue Stipulation is entered into by each Party on the date entered

below.
Dated this day of

, 2001.

PORTLAND GENERAL ELECTRIC
COMPANY

¥,
BY: et 9 U
PACIFICORP
By:
STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON
By:

CITIZENS’ UTILITY BOARD

¢

By:

INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES
. By:

FRED MEYER STORES

By:

[OTHER]

By:
APPENDIX B
PAGE 2. OF L%

Page3 - SUPPLEMENTAL REVENUE STIFULATION REGARDING FRANCHISE FEES

AN STRAM SALES

GAMS-WORD\IDAI04874\Stip-Franchise¥ess7-20-2001.doc
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ORDER NO.

This Supplemental Revenue Stipulation is entered into by each Perty on the date entered

below,

_,2001.

Dated this QGTc‘i\ay of %

PORTLAND GENERAL ELECTRIC
COMPANY :

By:

' PACIFICORP

By:

STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

5 (3‘%‘3 ;f ,?i-—@@*éﬁ“;,
. a , 3 77 6N
T DF dtfomeps 4o AL

CITIZENS' UTILITY BOARD

By:

INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES

By:

" FRED MEYER STORES

{OTHER]

By:

APPENDIX B
PAGE L_orF 12~

Page 3 ~ SUPPLEMENTAL REVENUE STIPULATION REGARDING FRANCHISE FEES

AND STEAM SALES
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ceomwo.  O1-777

This Supplementa] Revenme Stipulation is entered intoby each Party on the date entered

balow,

Dated this____ dayof __,2001.
PORTLAND GENERAY, ELECTRIC . INDUSTRIAL CUSTOMERS OF
COMPANY - NORTHWEST UTILITIES
By: ' By:
PACIFICORP memsmnzs
By: | By: _Mr&’.-:; :f‘:t’;““?‘
STAYF OF THE PUBLIC UTILITY
COMMISSION OF OREGON : [OTHER]
By: U
. By:

CITIZENS' UTILITY BOARD

APPENDD( 1=
PAGE 5_OF.LZ-

Pege 3 — SUPFLEMENTAL REVENUE STIPULATION REGARDING FRANCHISE FEES
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Attachment “A”

The Stipulated Adjustments are described below and summarized in Attachment A1, The
revenue requirement impact of each of the adjustments (including revenue sensitive costs) will
be determined once the Cost of Capital.issue (S-0) is determined.

S-55 Franchise Fees: Increase Franchise and Other Tax by $794,000 to reflect a revenue-
based calculation on 2002 sales to customers. Adjust “Revenue Sensitive Costs” to
incorporate 8 2.26% Franchise Fee, and include a calculation for Franchise Fee Costs at

+ 9.96% in “Franchise and Other Tax” in all revenue requirement calculations.

S-56 Steam Sales: For the UE-115 test year, PGE will include all costs and revenues expected
" for steam sales. Decrease Other Revenue by $306,000 to remove imputed steam sales as
originally filed in UE-115. Increase Other Revenue by $1,143,000 to reflect estimated
steam sales revenue for 2002. Increase the heat rate in the “Monet” power cost model to
reflect expected steam sales for each applicable month. If steam sales are expected to be
supplied from the emxiliary boiler, increase energy output from Coyote Springs 1 and
include cost of increased gas usage from the auxiliary boiler.

-

AreEnDi B
PAGEZLOFJ_?_/
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Aftachment Al

Other Revenue, Operating Costs, Rate Base

APPENDIX E
PAGE.T]_ OF 12~
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Revenue Se.nsiﬁve Costs:

ﬁgvenues 1.00000
é@chise Fees 0..02260
OPUC Fee -
O&M Uncollectibles 0.00500
State Taxable Income 0.97240
State Tex @ 6.65% _ 0.06471
Federal Taxable Inc.. 0.90769
Federal Tex @ 35% 0.31769
Total Income Taxes‘ 0.38240
Total Rev. Sensitive Costs 0.41000
Utility Operating Income 0.59000
Net To Gross Factor 1.69492

APPENDIX £
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. RECEIVED
" BEFORE THE PUBLIC UTILITY COMMISSION AUS 13 2001
|
'\ OF OREGON 'ii'ﬁﬁfﬁ?uffﬁ?;‘;: Do
o UE 115
In the Matter of Portland General Electric STIPULATION CONCERNING
Company’s Proposal to Restructure and - RESIDENTIAL RATE DESIGN FOR
Reprice its Services in Accordance with the SCHEDULE 7

Provisions of SB 1149

Thxs Stxpulatmn is bctween Portland General Electric Company ('PGE) end the Staff of the
Public Utlhty Commission of Oregon (Staff). The parucs have filed testlmony on how the benefits
and burdens of Subscnp'uon Power from the Bonneville Power Adm1mstrat10n (BPA) should be

flowed through to eligible customers, how the cash benefits BPA will pay to PGE undcr the

'Residential Exchange Settlement Agreement between them will be passed through to eligible

customers, and how the Resource Valuation Mechanism in PGE’s Schedule 125 should be applied

to the residential and small farm classes of customers.

The parties held seftlement conferences on June 26, 2001, July 10, 2001, July 18, 2001,

) Juiy 23, 2001, and August 2, 2001. As a result of these settlement conferences, the parties have

negotiated this Stipulation to resolve the matters described above. The parties agree to and request
that the Commission adopt orders in this Docket as follows: .

1. PGE shali'valuc Subscription Power, for the 15 months beginning October 1, 2001
and.endiﬁg i):écembcr 31, 2002, and for each succeeding calendar year beginning with 2003, by
comparing the cost of Subscriﬁﬁon Power to the market value of that power. PGE will determine
market value using the samé. market price on the same day that it establishes the market price for
the residential cnergy charge. The difference between the value of the Subscription Power and the

price of that power to PGE will be credited or chargcd to customers under Schedule 102. For
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ORDER NO. 01-T777

+ Residential customers, the credit or charge will apply only to the first 225 kWh of energy used

each month. The ¢redit or charge shall equa‘.l' the difference in the market value of the Subscription
Power and the price of the Subscription Powgr, charged by BPA to PGE.

2. The cash BPA pays to PGE uﬁ;icr the Residential Exchange Settlement Agreement
will be credited to residential customers ehgiblc to receive the cash on a per-kWh basis applied only
to all KkWh used by such customers in excess of 225 kWh per month.

3. PGE will apply the credit or charge pmduced by the Resource Valuation Mechanism
in Schcdulc 125, including paris A, B and C of Schedule 125, on a per-kWh basis to all K'Wh of

energy use of all of PGE’s customers within each customer class

4, If the credits and charges described above, and the market price for mergy; produce

proposed rates for residential customers under which the price differential between the first block of
225 kWh of energy use and the second block of energy use in excess of 225 kWh is less than 10
mills, then the charges and credits applied to each block shall be adjusted so that the price
differential between the two blocks is 10 mills. If the propbscd rates produce a price differential
between the two blocks o.f more than 25 mills, then the charges and crédits applied to each block
shall be adjusted to produce ;price differential between the two blocks of 25 m111s In each case,
however, the benefits and burdens of Subscription Power shall be passed through fully and enly to
residential and small fari customers eligible to receive such Power.

5. If, subsequent to October 1,2001, BPA modifies the amount of Subscription Power
available to PGE, the size of the first rate block will be adjusted to reflect the approximate amount of
Subscription Power available to each residential customer. If, subsequent to October 1, 2001, the
rate for BPA Subscription Power is changed, P.G.E will file to adjust the rgte for the first rate block to

reflect the change in the BPA rate notwithstanding the provisions of paragfaph 4 of this Stipulation.

Page 2 - STIPULATION CONCERNING RESIDENTIAL RATE DESIGN FOR SCHEDULE 7
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1 6. If the average amount 6f Subscription Power available to each residential customer

differs substantially from 225 kWh p'%r customer per month, PGE will adjust the size of the first

3 block of energy to approximate the an_‘u;'mnt of Subscription Power available to each residential

4 customer.

5 7. PGE will maintain a balancing account to ensure that all of the benefits and burdens
6

of Subscription Power and cash payments from BPA under the Residential Exchange Settlement
7 Agreement are provided to or collected from eligible customers.

8 8.  Schedule 7 shall include a customer or basic charge of $10 per customer per month.
9.  This Stipulation represénts a settlement in compromise of the positions of the parties

10 with respect to the matters covered by this Stiimlation. This Stipulation may not be cited or used as

11 precedent in any proceeding except for those proceedings implementing the terms of this Stipulation.

12 10.  The Parties agree to support this Stipulation before the Commission and before any

13 court in which this Stipulation may be considered. If the Commission rejects all or any material

14 part of this Stipulation, or adds any material condition to any final order which is not contemplated

‘15 by this Stipulation, each Party reserves the right to withdraw from this Stipulation upon written

16 mnotice to the Commission and the other Parties within five (5) business days of service of the final
17 order rejecting this Stipulation or adding such material condition.

18 11, ThePartics shall file this Stipulation with the Commission.

19 12. ~ This Stipulation may be signed in any number of counterparts, each of which will be

20 an original for all purposes, but all of which taken together will constitute only one agreement.

21 13.  The parties to any dispute concerning this Stipulation agree to confer and make a

22 good faith effort to resolve such dispufc prior to bringing an action or complaint to the Commission

23 or any court with respect to such dispute.
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DATED this [0 day of August, 2001.

PORTLAND GENERAL ELECTRIC
COMPANY

T Tazr, D, "

dley, OSE#89042
A. W 'I‘umer, OSB #99129
121 SW Salmon Street, IWTC-13
Portland, OR 97204
503-464-8926 (telephone)
503-464-2200 (facsimile)
jay_dudley@pgn.com
aw_turner@pgn.com

STAFF OF THE OREGON PUBLIC
UTILITY COMMISSION

DAB shtts, ™

David B. Hatton, OSB #75151
Department of Justice

1162 Court Street NE, Room 100
Salem, OR 97301-0560 .

~ 503-378-4620 (tclephone)

503-378-5300 (facsimile)
Of Attorneys for Commission Staff

- 001991\00131M116594 V002

TONKON TORP LLP

DAMEL

Michael M. Morgan, OSB #72173
David F. White, OSB #01138

888 S.W. Fifth Avenue, #1600
Portland, OR 97204 -
503-802-2007 (telephone)
503-972-3707 (facsimile)
mike@tonkon.com -
davidw@tonkon.com

Of Attorneys for PGE
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ORDER NO.

PORTLAND GENERAL ELECTRIC
Issues Summary ..
UE 115 - Test Year Ending December 2002
($000)

Issue 1

Revenue Requirement on the Company's Filed Results E

Adlustments (Base Rates) -~
Rate of Retumn {Long Term Debt and Preferred, see $-41 for Interest effect)
Rate of Retumn (ROE @ 10.50%)

FERGC Wheolesals Fee
Montana Producers Tax
Colstrip O& M
TransmissionO & M

FERC Hydro Fee

Income Tax Apportion

Trojan Severance Program
Oregon Analytical Lab Sale
PGH Billings

Retall Unbundling Corrections

4

Beaver Turbine
Other Revenues

State Tax Credit

Remove SERP Rate Base and MDCP O & M
Remove Trojan Assets

Remove NEIL

Remove Other Offsetting Liabilities

Solar for Schools

Salmon Springs Reclassification

Green Power Purchase

Property Tax Unbundling Correction

Y2K Deferral

Two Cities Wheeling Expense

Miscellaneous Eleclric Revenues -

Remove Customer Accounts Non-Labor Expenses
Category "A" Advertising Reduction

Public Purpose Adjustment

Remove Marketing and Sales Expense
Transmission and Distribution Expense Redtiction
Reduce A & G Information Technology Costs
Remove Supplemental Executive Retirement Plan
Bonus and Incentive Adjustment

Workforce Leve! Adjustment

OPUC Wage Formufa Adjustment
Distrbution Plant Reduction -

Materials & Supplies Adjustment

Y2K Amortization

NEIL Amortization .

Accumulated Deferred Taxes

Miscellaneous income Tax Adjustments
Remove Property Sales Gains

Depreciation Study Adjustment

SB 1143 Implementation Costs

CISAT Disallowance Adjustments

Franchise Fee (Base}

Coyote Steam Sales Adjustment

Franchise Fee on Revenue Change

Demand Exchange

Weather Wise

Load Forecast Revenue Update

Addifional Non-Power O & M Reduction

Variable Power Cost—Monet Update 8/29/01(Including S-25, Weather Option)
I . . .
Total Adjustments (Base Rates)

Total Revenue Requirements Change (Base Rates)

C oT=TTTY

Revenue

. Requirement

Effect
002

$323,882

($4.258)
(16.476)
(374)
454
1,678
0

705

0

67
(184)
(439)
745
553

" 3a3,089
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Operating Revenues
Sales to Consumers
Sales for Resale
Other Operating Revenues
Total Operating Revenues

Operation & Maintenate
Net Variabls Power Cost .
Production O&M
‘Trojan O&M
+  Transmission Q&M
Distribution O&M
Customer & MBC O&M
Uncolfactible Expense
Administrative and General
Totzl Operation & Maintenance

Depreciation

Amortization .

Property & Payrofl Tax

Franchise & Other Tax

Utifity Income Tax .
Total Opernting Expsnses & Taxes

" Net dperatlng Revenues

Average Rate Base
Electric Plant In Service
Accumutated Depreciation & Amortization
Accumuiated Deferred Incoms Taxes
Accumuisted Deferred Inv, Tax Credit

Net Utlity Plant

Net Trojan Investment
Weatherization investment
Working Cash
Fuel

. Materials & Supplles

' Other Defarred Debita

:  Deferred Gains on Sales

. Other Deferred Credits
Y2K Deferral ,

! Totat Average Rate Base

Rate of Retum

oL YUY PYNIREpIN _ PPN )

- PORTLAND GENERAL ELECTRIC - UE 115 30-Avg.01
!‘ Results of Operations 08:28 AM
: Twelve Months Ended December 31, 2002
i (s000)
R TR Rt R i . R RS
. Results Per Changa for at
: Company : 2002 Reasonabla Reasonabla
: Fiing Adjustments Adjusted Retun Retum
i 3)) ) 1) ' 4. (5)
! $1,128,504 ($32,842) 1005662 | [ $393;889] * $1,480,651
i 0 . 0 0 0 0
! 15236 749 15,088 0 15,085
i T 81,143,740 ($32,093) $1,111,647 $393,080 . $1,505,636
H 1 . :
: $627,042 $116,987 $744,929 $0 $744,929
63410 948 64,356 0 64,358
3,702 2,400 6,102 0 " 6,102
7,781 (1,508) 8,273 0 6,273
X 58,181 (1.213) 56,968 0 56,068
47,555 (10,623) 38,032 0 36,932
5,642 (164) 5,478 1,970 7.448
108,517 {14817 ., D3s00 0 | ... 83800
$922,730 $§92,208 $1,014,538 $1,970 $1,016,908
155,232 (3.465) 151,787 0 151,767
45,682 (18,857) 28,825 0 - 26,825
T A1,127 (041) - 40,188 0 40,1868
) 25,191 502 25,693 8,804 34,897
5,783 9,94 5,711 150,662 74,951
' "‘T1,‘154L'_21199 , $29,408 §1,183,697 TTTEBIEl | T Sia45233]
{$10,458) - ($81,594) 050 $232,453 $160,403
$3,636,902 ($784) $3,636,118 $0 $3,636,118
(1,757,562) 1,448 (1,756,136) | 0 (1,756,136
. (165,850) 7,557 (158,293) 0 (158,293)
- - {25599 4288 | __ _._(21311) — e 21,319)
$1,687,871 $12,507 $1,700,378 $0 $1,700,378
137,738 (137,728) 0 ] 0
0 0 . 0 0 0
51477 1,315 52,782 7.205 59,997
11,368 0 11,368 0 11,368
26,202 (3,681) 22,611 0 2,611
i 17,429 (7.811) 9,818 0 9,818
| (21,996) 0 (21,996) 0 (21,996)
(22,078) - 5,870 (16208) | 0 (16,208)
4942 | {4,942) 0 0 0
T $1,853,043 ($934281) | T $3758763 | T $7,205 | ___ $1,765,968
-0.55% -4.10% 0.08%
-7.98% CW AT ... - 10.50%)

‘ONYH@I0
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. PORTLAND GENERAL ELECTRIC 30-Avg01
. " Results of Operations 08:14 AM
' Twelve Months Ended December 31, 2002
($000)
. Tt - 2002 T Required Results
Per Changa for at
Company 2002 Reasonahla Reasonable
Flling Adjustments Adjusted Retum Retum
Income Tax Calculations (1) (2) - (3) 4) (5)

- 1! .Book Revenues $1,143,740 ($32,003) $1,111,647 $393,089 $1,505,638
- 2° Book Expenses Other than Depreciation 1,034,729 72,911 1,107,640 10,874 1,118,514

3 - Stats Tax Depreciation 165,232 (3.465) 151,767 181,767

4  Interest : 66,353 (7,184) 61,169 251 61,420

5 Schedula M Differances .- (67382 ") 6,840 (60,536) (60,536

6: Stats Taxabla Incoma ($47,192) ($101,201) ($148,393) $382,864 $23447

7-  State Income Tax @ 6.6547% ($3.214) ($6,663) ($0.877) $25478 $15,601

8: Net State Income Tax - ($3,214) ($7,580) ($9,877) $25478 $16,601

! ‘ .

o' Additional Tax Depreciation 0 0 0 0 0
10  QOther Schedule M Differences 0 e ____>0o —- 0 0 0
1y Federal Taxable Income __($43,978) (893,621) ... \8137509) | o s3as7524 | $219.825
.12. Faderal Tax @ 35% ($15,392) ($32,769) ($48,161) $125,184 $77,023
13" Current Federal Tax (618,392) T T(gazTe9) | T T (sas1e9) $125,184 $77,023

-' 4' - - - _'
*

14  ITC Adjustment

15 Deferral $0 $0 $0 $-0 $0
16° Restoration 1,885 (362) 1,623 1,523
17 Total ITC Adjustment ($1,885) $362 (51,523) $-0 ($1,523]
18"  Provision for Deferred Taxes ($15,272) $39 ($16,233) $o ($15;233)

i _
V319! Total Income Tax _____($35763) ($30.048) | _ ($75,711) $150,662 $7A,851
|

B ..

o mrere dusons &

o — - -
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INPUT ASSUMPTIONS

PORTLAND GENERAL ELECTRIC
Results of Operations

- Twelve Months Ended December 31, 2002

COST OF CAPITAL - 2002

Long Term Debt
Preferred Stock
Common Equity

Total

. - . -

‘REVENUE SENSITIVE COSTS

. Revehuea

Operating Revenue Deductions
'Uncollectible Accounts
Taxes Other - Franchise
- OPUC fee
- Resource supplier

State Taxable income
State Income Tax @ 6.6647%
- Federal Taxable Income
" Federal Income Tax @ 35%
. ITC
- Current FIT
. Other
Total Excise Taxes -
:%Total Revenue Sensiﬁ\;e Costs‘

tility Operating Income

. Net-to-Gross Factor

o

o740 39vd

e me =]

@ = = o=

Capital Structure

$887,900
$29,250
$999,781

$1,916,931

- vwary wmae

1.00000

0.00500
0.00000
0.00000
0.00000

0.99500

.0.08621

0.02879

0.32508
0.00000

T 0.32508

0.00000

039629

0.60371

... 1:856842]

.

% of CAPITAL

46.32%
1.53%

_ 52.18%

100.00%

— e @ ooty o v . eema

 ee—eeye—— s+ w

08:58 AM
WEIGHTED |
COST - COST
7.51% 2.478%
8.43% 0.129%
10.50% * 5.476%
: 9,083% |

1 LL-10 ONEMO
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PORTLAND GENERAL ELECTRIC .

) Staft Adjustments fo Oregon Resuits *
- UE 415 Test Yoar Ending December 2002
| (s000)
e e Miscaflaneous Corrections to Company Filing
B 30-Avg-0t} FERC Montana FERC Income
08:14 AMj Wholsseie Production Colstrip Teansmission Hydro o Tm Severancs OAL PGH
. Fee Tax oaM 0&M Fes Appertion Program Sals Biings
(s-1) (s-2) (83 (s-4) (s-5) (8-9) 6 )] (s-8) (5-8)
1 Operating Revenues . ’
2. Retail Ssles $0 $0 $0 $0 $0 $0 $0 30 $0
3 Sales for Rasale : ' ) :
4 Qther Operating Revenues e e e e e -
5.  Tatal Operating Revenues . - § 0 $0 £ 50 0 $0 $0
8 Operation & Mainlenace ,
7. NetVariable Power Cost ' $0 $0 $0 $0 $0 S0 ) $0 $0
8 Production O8M ‘ . $1,043 ($14) (383)
9! Trojan O&M H
10;  Transmission O&M i $25 s0 ($28)
1" Distribution O&M i 0 (223)
12; Customer & MBC O&M I
13,  Uncoffectibls Expense H 0 0 0 0
i 1y Adminisirative and General ] SN 1) R L e e 308 (438)
't Total Operation & Maintenance ' (5372) 0" $1,068 so $760 $0 $0 (5226) (3436)
18,  Depreciation , (20) :
17°  Amortization . ’ $68 120 ]
18  Property & Payrofl Tax : ‘ 0 0 0 0 0
18  Franchise & Other Tax ) 450
20  Utility Income Tax : 147 am_____(40 0 (278) 0 (28) 85 172
21 Total Operating Expenses & Taxes " . .27 N $273 _ _ __ %648 L.LU50 0 saa %0 $40  _ (s71) {$264)
2 Net opmﬂq R"‘"m’ ' Sl b -J.Lzz-g eI e Fee -.-.Lxﬂ-:lusm S -.'J-.Jﬂrt._sc‘a TIRPANUPIL *."ﬁo:L ;.!iﬁrzrg.l-\rﬂ' . .-;s .o & .on' e S35 'LL‘O taTrs e 571 $284
22 Average Rats Base N
23°  Electric Plant in Service | $0 $0 $0 $0 $0 $0 $0 $0 $0
24 Accumulated Depreciation & Amortization . {80)
25 Accumuiated Deferred Income Taxes (24)
+ 28 Accumulated Deferred Inv, Tax Credit i e e s e
27 Net Utility Plant 1 $0 $0 $0 $0 $0 $0 $0 {$84) $0
28 Net Trolan Investment :
20  Weatharizationinvestment
30 Working Cash {10) 12 29 0 19 0 2 ) I (12)
3t Fuel v >0
, 32 Materials & Supplies .0
% 3 Other Deferred Debts . (355)
| 34 Deferred Gains on Sales 0
% 35°  Other Deferred Credits
x% 3 Y2KDeferral — e e e e e i - .
: ﬁ\ ar Totaf Average Rate Basa ($10) $12__ $29 __$0 $19 $0 $2 ($442) ($12)
i
. i _Revenua Requirement Effect - ($374) $454 $1,078 $0 $703 $0 $67 (s184) ($439)

LLL-}0Q ONET0



PORTLAND GENERAL ELECTRIC
Staff Adjustments-to Oregon Results

UE 115 Test Year Ending December 2002

{$000)

- emtimm s eme s -

M '-{.E' YIaNSd Y

L AL N -

sen = ooy

‘e
os:te Ml

Operating Revenues

Retail Sales

Sales for Resale

Other Operating Revenues
Total Operating Revenuos

Operation & Maintenace
Net Varigble Power Cost
Production O&M
Trojan OZM
Transmisslon O&M
Distribution O&M
Customer & MBC O2M
Uncoflectibls Expense
Administrative and General
Total Operation & Maintenance

Depreciation
Amortization

Property & Payroll Tax
Franchise & Other Tex
Utitity income Tax

Total Opsrating Expenses & Taxes
Net Operating Revenues

Aveoragns Rate Base
Electric Plant in Servics
Accumuiated Depreclation & Amortization
Accumulated Deferred Incoms Taxes
Accumuiated Deferred Inv. Tax Credit

Net Utility Plant

Net Trojan Investment.
Westherization Investment
Working Cash

Fuel

Materials & Suppfies
Other Deferred Debits
Defsarred Gains on Seles
Other Daferred Credits
Y2K Defearmral

Total Average Rate Basa

Revenue Requirement Effect

|

¢ mrem csammeme s - sem

- e =

.
ot 3o S me e ets BB psamwu ew

Miscellaneous Corrections to Company Flling

Retall . Stiate Remove SERP i Remove Solar
“Unbundfing Beaver Other Tox RateBmse & - Remove Remove Other For
_Afiocation Turbine Revenue Credtt MDCP Expenss Trojen Nelt Dsdits A Credits  Bchools

(s10) (s-11) (s-12) (s-13) (S-14) (-15) (s-18) (s-17) (s-19)

$0 50 50 50 o % $0 $0 50

. : .0 o 0" 589)
$0 $0 $0 $0 $0 $0 $0 $580) L
$0 $0 $0 $0 $0 $0 50 %0 50

$2,400
435 (5%)
. 0
303 __.0 .0 0 . (4643) 0 s1418 0
$738 $0 $0 §0 (54.645) §0 $3,818 50 (355)
182 ' '
- (16,584) (959) 0
14
280 _(118) 0 .0 1857 5805 . (1603 143 | 2
w8448 _ %80 SO __ S0 (s2,788) _ (S10878) _  S2315_  __(3816) _(333)
mﬂ-n&“cﬂ.ﬂL’ﬂu 'ﬂm;::o—-m;n-nusxo‘.uu— 'm-.ﬂﬂ&g?—-m—m-'\-ru
$0 ° $3200 50 $0 $0 $0 $0 $0 $0
(276)
0 0 30413
e {133 ! L 4,421 _
$0 $2,789 $0 $0 $0 $34,834 $0 $o0 $0
(137,738)

20 4 0 0 (124) (400) 103 (36) 0}

(7.811)
(2,122 7,902 0
. “Te*" 'l"r—;:gg..-. - 3.-%—7:-9.3:- IS A8 AN . -s.'on'r..'\.n. A '-.i-g. ﬂ-ﬂ'(—'s.tz‘;.z@.— -'\legymumq_s‘,ns s145 ‘$1)

$745 $553 $0 $0 (34,958)  ($33,742) $3,850 ($354)

($55) .
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PORTLAND GENERAL ELECTRIC
Staft Adjustments tq Oregon Results
.UE 118 Test Year Ending December 2002
{$000)

axasa

83asla

[ d
--

22

p¥

22

e
OO ND AN -

B L L) e » v e

Operating Revenues .
Retafl Sales
Salas for Resale
Other Operating Revenues
Totsl Operating Revenues

Qperation & Maintenace
Net Variebls Power Cost
Production O&M
Trojan OSM
Transmission O&M
Distribution O&M
Customer & MBC O&M
Uncofiactible Expense
Administrative and General
Total Operation & Maintenance

Depreciation
Amortization

Property & Payroll Tax
Franchise & Other Tax
Utility income Tax

Total Operating Expenses & Taxes
Net Operating Revenues

Average Rate Base
Electric Plant in Service
Accumuiated Depreciation & Amortization
Accumulated Defesred Income Taxes
Accumulated Deferred Inv, Tax Credft

Net Utility Plant

Net Trojan Investment
Weatherization llivestment
Working Cash

Fuel

Materials 8 Supplies
Other Deferred Debits
Deferred Gains on Sales
Other Defemred Credits
Y2K Deferral

Total Averaga Rata Base

_ _Revenue Requirement Effsct

-

. emme W s mmeem w o

L

Miscellaneous Corrections fo Company Filing

Miscelfianeous

Remove

Reduce Category "A*

Sakmon Green Property Tax
Springs Power Unbundiing Y2K Two * + Electtic Westher Customer Aecl. Advertising
Raciassification Purchasa Carrection Deferrst Chlies Revenves Option Cost  Non-Labor Exp. Reduction
(s-19) (8-20) (s-21) (s-22) sz (s-24) (s-2%) (s-28) (s-2n
. %0 $0 30 50 $0 $0 $0 $0 $0
e L L . o8
$183 50 $0 0 $0. $998 $0 $0 T %0
%0 ($420) 50 50 $129; %0 $0 50 " 50
(1,600) (2,338)
; IR L I 0 0 9 _. Q.. .0 .9 0
(4] ($420) $0 $0° $120 §o 80 ($1,600) ($2.358)
T2 1850 .0 (62) . _ 392 _9 830 928
. sm2 ($255) 50 0 __sm $392 $0 ($970)  ($1,430)
8114 $255 50 $0 (877 $808 $0 $670 $1,430
$0 $0 so0 $0 S0 $0 S0 $0 $0
' 0
e e om e v v mem + momt s e a2 2t e+ sim oo 2w
$0 $0 so0 $0 $0 $0 $0 $0 $0
3 (11) 0 0 3 17 0 43) (64)
96
T .tmr.u:sgﬂz-gasr-&:-.(:s_-g)z-k..s-u." o84 o.r-.-e:uﬂuv:i.--.'.urur:.tﬁ?:gf-snu.w-.vmsg. L1 so !3431 ‘564)
($183) ($424) $0 $0 $142 - ($1,001) 0 (51673  ($2.378)

‘ON ¥a@I0
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PORTLAND GENERAL ELscmc
. Staff Adjustments fo Oregon Results
UE 115 Test Year Ending December 2002
($000)

« e cm— cpt o ¢

D Smtteva »

- cov———na

22
24

25
28

28

0
3t

33

35
38

14

s ¢oseonma o

30-Avp-0f |
08:14 AM:

Operating Revenues
Retall Salea
Sales for Resale
Other Operating Revenues
Total Operating Reventies

Operation & Maintenace

Net Variable Power Cost
Production O&M
Trojan O&M .
Transmission O&M :
Distribution O&M
Customer & MBC O&M
Uncollectible Expense
Administrative and General

Total Operation & Maintenance

Depreciation i

Amortization i

Property & Payroll Tax :

Franchise & Other Tax

Utility Income Tax !
Total Operating Expenses & Taxes :

Net Operating Ravenues !

Average Reata Base
Electric Plant in Service
Accumulated Depraciation & Amortization
Accumuiated Deferred Incoma Taxes :
Accumuiated Deferred Inv, Tax Credit f

Net Utifity Plant

Net Trojan Investment
‘Weatherization Investment
Working Cash

Fuel

Materials & Suppfies
Other Deferred Debits
Deferred Gains on Sales
Other Daferred Credits
Y2K Deferral

Total Average Rate Base

e G —— . s se e cm

Ravanue Requfrement Effect

Public Reduce Transmission & ReducaASG Remove Bonus & Workforce OPUC Waga Distribution
Purpose Marketing & tistution  Information Tech. Suppl. Executive ©  incentive Level’ formula Pant
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PORTLAND GENERAL ELECTRIC
Staff Adjustments to Oregon Results
UE 118 Test Yoar Ending December 2002
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Operating Revenuss
Retall Sales
Salas for Resale
Other Operating Revenues
Total Operating Revenuss

Operation & Maintenace
Net Variable Power Cost
Production O&M
Trofan O&M
Transmission O8M
Distribution OZM
Customer & MBC OM
Uncollectibla Expense -
Administrative and General
Total Operation & Maintonance

Depreciation
Amortization
Property & Pryrofl Tax
Franchise & Other Tax
Utility Income Tax

Total Operating Expensea & Taxes
Nat Operating Revenues

Average Rete Base

Electric Plant in Service

Accumulated Depreciation & Amortization

Accumuiated Deferred Income Taxes

Accumulated Deferred Inv. Tax Credit
Net Utltity Plant

Net Trojan Investment

Weatherization [fivestment

Working Cash

Fuel

Materials & Supplies

Other Deferred Debits

Defarred Gains on Sales

Other Deferred Credits

Y2K Deferral

Total Averags Rate Base
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. - - ' - - - Saows ats v
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. PORTLAND GENERAL ELECTRIC

Staff Adjustments fo Oregon Resufts

UR 1185 Test Year Ending December 2002

{$000)

G B AD ArUN -

i 38

P

® m—y

T !

09:00 AM:

Operating Revenues

Retall Sales

Sales for Resala

Other Operating Revenues
Tota] Operating Revenues

Operation & Maintenace

Net Variable Power Cost
Praduction O&M
Trojan OEM
Transmission O&M
Distribution O&M
Customer & MBC.O&M
Uncoflactible Expense
Administrativa and General

Total Operation & Maintenance

Depreciation
Amortization
Property & Payroll Tax
Franchise & Other Tax
Utifity Income Tax
Total Operating Expenses & Taxes

Net Operating Revenues

Averzage Rate Base

Elsctric Plant In Service

Accumuiated Depreciation & Amortization
Accumulated Deferred Income Taxes
Accumuiated Deferred Inv. Tax Credit

Net Utility Plant

Net Trojan invesiment
Waatherization investment
Working Cash

Fuel ‘

Materials & Supplies
Other Defamred Debits
Defarred Gains on Sales
Other Deforrad Credits
Y2K Defemral

Total Averabo Rate Bass

Revenue Requirement Effect
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ORDER NO. @3“529 .
ENTERED AUG 2 ¢ 2003

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UE 147

In the Matter of )

)
PACIFIC POWER & LIGHT (dba ) ORDER
PACIFICORP) )

)
Application for Approval of Revised )
Tariffs; Advice No. 03-003. )

DISPOSITION: STIPULATION ADOPTED; DOCKET CLOSED

On March 18, 2003, PacifiCorp filed a request for a general rate increase in the
company’s annual Oregon based revenues of $57,909,063, or 7.4 percent overall. PacifiCorp
based its filing on a normalized future test year ending March 2004.

In July 2003, pursuant to the schedule adopted in this docket, parties convened for
settlement discussions. Settlement discussions were open to all parties. Parties reached a global
settlement on all matters related to the docket. On August 18, 2003, parties submitted a joint
stipulation detailing their settlement agreement. The stipulation was signed by PacifiCorp;
Commission Staff; the Citizens’ Utility Board; Industrial Customers of Northwest Utilities; and
Fred Meyer Stores and Quality Food Centers, Divisions of The Kroger Co. (the stipulating
parties). The net effect of the stipulation is an average overali revenue requirement increase of
$8.5 million or 1.1 percent. The stipulating parties submitted joint testimony and exhibits in
support of the stipulation.

On August 21, 2003, parties convened for a hearing on the stipulation. The
stipulation, testimony, and exhibits accompanying both were cntered into evidence, as were the
testimony and exhibits filed as PacifiCorp’s direct case. Counsel for PacifiCorp represented that
all parties to this docket had reviewed the stipulation and had either signed it or indicated they
had no objection to its implementation.

We have reviewed the stipulation, the testimony, and the supporting exhibits. We
find that the stipulation is a fair and reasonable resolution of all issues in this docket. The
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stipulation, its Attachments A and B, and the stipulating parties’ Exhibit 106, are attached to this
order as Appendix A and incorporated herein. Exhibit 106 contains several schedules that
summarize the stipulated revenue requirement adjustments from PacifiCorp’s filed case in this
docket. Page 1 replicates Attachment A to the stipulation and is not included. Pages 2 through 3
represent the stipulated adjustments and assumptions for the test period (the 12 months ending
March 31, 2004). Page 4 contains the rate of return and revenue sensitive costs. Pages 5 through
8 show the revenue, expense, and rate base changes associated with each adjustment. Except as
specifically set forth in the adjustments, PacifiCorp’s initial revenue requirement and all its
components are accepted as filed.

We conclude that the stipulation should be adopted with an effective date of
September 1, 2003.

ORDER
IT IS ORDERED that:

1. The stipulation filed by PacifiCorp; Commission Staff; Citizens’ Utility
Board; Industrial Customers of Northwest Utilities; and Fred Meyer Stores
and Quality Food Centers, Divisions of The Kroger Co., is adopted.

2. Advice No. 03-003, filed by PacifiCorp on March 18, 2003, is permanently
suspended.

3. PacifiCorp shall file tariffs consistent with the findings and conclusions
contained in this order to be effective no later than September 1, 2003.

AUG 2 ¢ 2003

Made, entered, and effective

G

Roy Hemm”gwa‘){
Chairman

ommission

A party may request rehearing or reconsnigg
reconsideration must be filed with the Comn¥ ? PHSEGays of the date of service of this order. The request must
comply with the requirements in OAR 860-014-0095. A copy of any such request must also be served on each party to
the proceeding as provided by OAR 860-013-0070(2). A party may appeal this order to a court pursuant to applncable
law.



10
11

13
14
15
16
17
18
19
20
21
22
23

24
25
26

Page

ORDER NO.

- 03-528

APPENDIX A
THE PUBLIC UTILITY COMMISSION
OF OREGON :
UE 147

In the Matter of |
PACIFICORP's STIPULATION
Application for Approval of Revised Tariff
Schedules (UE 147)

PARTIES

1. The Parties to this Stipulation are PacifiCorp (or the “Company”), the Staff of the
Public Utility Commission of Oregon (“*Staff™), the Industnal Customers of Northwest Utilities
(“ICNU™), the Citizens’ Utility Board (“CUB"); and Fred Meyer Stores and Quality Food Centers,
Divisions of The Kroger Co. (“Kroger”) (together the “Parties”). Natural Resources Defense
Counsel (“NRDC”), Renewable Northwest Project (“‘RNP”’), Northwest Energy Coalition
(“NWEC?”), and Portland General Electric (*'PGE") are not parties.to this Stipulation but do not
oppose approval of the Stipulation to resolve all issues in this case.

BACKGROUND

2. On March 18, 2003, PacifiCorp filed revised taﬁff schedules to effect a §57.9
million increase in its base prices to Oregon electric consumers, which was an overall 7.4 percent
Increase in its base prices. PacifiCorp based its filing on a2 normalized future test year ending
March 2004.

3. On July 7, 2003, the Staff served on all Parties its report of issues and proposed
adjustments to PacifiCorp’s revenue requirement filing. The Staff’s report was provided for
settlement purposes only.

4. Pursuant to Administrative Law Judge Ruth Crowley’s Prehearing Conference
Memorandum, settlement discussioﬁs commenced on July 14, 2003, and continued on July 18, 21,

1 - STERPULATION APPENDIX
PAGE L OF 23
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1 22, and 30, 2003. The settlement discussions were open to all parties. As a result of the settlement
2 conferences, the Parties to this Stipulation have reached a global settlement on all matters related

3 tothis Docket. The net effect of the Stipulation is an average overall révenue requirement increase
4  of $8.5 million or 1.1 percent. The Parties submit this Stipulation to the Commission and

5 respectfully request that the Commission approve the Stipulation as presented.

6 AGREEMENT
7 5. Revenue Reguirement: The Parties to this Stipulation agree that PaciﬁCdrp will
8 reduce its revenue requirement request to reflect the adjustments listed on Attachment A to this
| 9 Stipulation. In summary, PacifiCorp’s original filing supported a revenue requirement increase of

10  $57.9 million. The adjustments listed on Attachment A reduce this amount by approximately

11 $49.4 million. With respect to the Company’s net power costs, the adjustments reduce the

12 Company’s filed net power costs by approximately 513 million on a Total Company basis to $598
13 r_nihllion. With respect to the Company’s pension costs, the adjustment reduces it to the Company’s
14 forecasted Oregon allocated FY 2004 FAS 87 pension expense, $16,300,000, a reduction of

15  §5,605,000 from the Company’s filing, which was based on an average of forecasted expense

16 between FY 2004 and. FY 2008.

17 The Parties agree that the stipulated revenue requirement can be den'ved from an overall

18 rate of return based on the following capital structure and capital costs:

19 Ratio Cost Weighted Cost
Long-Term Debt 47.61% 6.48% _3.085%

20 Preferred Stock 6.39% 5.75% 0.367%
Common Equity 46.00% 10.50% v 4.830%

21 TOTAL 8.283%

22 |

23 6. Depreciation: The Parties agree that the Company’s new depreciation rates adopted

24 in UM 1064 should be implemented in this case, lowering the Company’s filed revenue
25 requirement by $8,020,000
26

Page 2 - STIPULATION APPENDIX
PAGE _2_OF 2
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7. Allocation Methodology: The Parties understand that PacifiCorp is working to

develop a comprehensive resolution to its interjurisdictional allo;ation issues.

The Modified Accord method was not used in determining this Stipulation and there is no
agreement that the Modified Accord is the appropriate allocation method for this case. In this
Stipulation, the Parties agree that the costs associated with seasonal CTs such as West Valley and
Gadsby 'should be allocated under a different methodology that better assigns the costs of meeting
summer load to the states that contribute to that load. Thus, Oregon’s allocated cost of those
resources is reduced by $2 million and that reduction is reflected in the $8.5 million revenue
requirement increase in this Stipulation.

The Company commits to making a filing with the Commission by December 31, 2003,
that will address interjurisdictional allocation, as contemplated by PacifiCorp’s Multi-State
Process. In that proceeding, no Party shall be bound to any allocation methodology as a result of
this Stipulation. |

8. West Valley-UE 134 Reconsideration Proceedings/Ul 196 Appeal: ICNU, Staff,

CUB and the Company agree that Docket UE 134 should be closed without further Commission
action. In addition, ICNU agrees to withdraw its appeal of the Commission order No. 02-361, now
pending in Marion County Circuit Court, Case No. 02C16369. The Parties agree that, as a result
of the withdrawal of these cases, no Party is collaterally estopped in the future from challenging
the prudency of the West Valley plant, arguing that it should be included in the Company’s
revenue requirement at market prices rather than at cost or raising other issues related to the West
Valley plant, other than those related to the affiliated interests issues resolved in Ul 196.

9. Accounting Practices: PacifiCorp will work with the Parties to identify

opportunities for improvement in the FERC accounting data provided by the Company in its
géneral rate case flings.

At the conclusion of this Docket, the Parties will meet to review the Company’s FERC
accounts. PacifiCorp commits to direct its external, independent auditor to perform an audit

3 - STIPULATION APPENDIX
PAGE 3. oF 22
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review and provide a copy of the audit report to the Parties to confirm compliance with FERC
accounting rules in the first quarter of FY 2005.

10. Future General Rate Case Filings: PacifiCorp agrees that it wil not file a General

Rate Case (““GRC”) sooner than August 31, 2004, and that PacifiCorp will base its next GRC filing
on test year data that incorporates the improvements and changes resulting from the process set
forth in the previous paragraph. The Partics agree that, if necessary to comply with this provision,
the Company may reclassify historical accounting data to be utilized in its next GRC.

11. Centralia Credit: The Parties agree that as of the effective date of this Stipulation,

the Centralia credit will be increased by $7 million annually from approximately $18 million to
approximately $25 million so that the credit is amortized over approximately the five-year period
beginning January 1, 2001, and ending December 31, 2005.

12.  Merger Credits: The Parties agree that the offsettable ScottishPower merger credit

will be eliminated as of the effective date of this Stipulation. The Parties agree that the non-
offsettable merger credit will be reduced to a $4 million annual amount, and will be amortized to
return the full amount to customers by December 31, 2004.

13. Schedule 199: The Company agrees to implement a new schedule, Schedule 199,
as of the effective date of this Stipulation, to return the gain to coﬁsumers from the sale of the
Halsey service territory and Albina print shop. Schedule 199 will result in an approximate $2.8
million credit amortized over approximately a one-year penod.

14.  Service Quality Measures: The Service Quality Measures as adopted in UE 94 per

Order No. 98-191, including all modifications adopted by the Commission and as modified in
Docket UM 918 per Order No. 99-616, shall be extended from its current expiration date of March
31, 2010, to March 31, 2014 (i.e., 10 full reporting years following the current reporting year).

This extension does not include Merger Performance Standards and Customer Guarantees. As

allowed in the SQM agreement, Merger Modifications dated June 16, 1999, under Section G.2,

4 .- STIPULATION ’ APPENDIX
PAGE . OF 22
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Special Provisions, the Company or other parties may request the Commission make modifications
to the agreement during the term of the plan.

15 GRID: The Company, Staff, and interested consumer groups will work together to

update the Generation and Regulation Initiatives Decision Tools (“GRID”) hydro model. The
Company agrees to implement changes agreed to by all Parties in PacifiCorp’s next GRC.

16.  Rate Spread and Design: PacifiCorp agrees that it will not increase the Residential

Basic Charge. The Parties agree that the Rate Spread will result in an equal percent increase to
base rates for the major customer classes and that no customer class will receive more than 2 times
the average net increase, but that within a customer class, rate spread may be adjusted based on
cost of service. The Parties agree that revenue obligations of the various customer classes
resulting from this Stipulation shall be spread among the classes in the manner described in
Attachment B to this Stipulation. This change in the Rate Spread will result in a reduction in the
Rate Mitigation Adjustment in Schedule 299. The Parties agree to this Rate Spread in order to
move closer to the eventual elimination of Schedule 299.

17. New Commercial Schedule: PacifiCorp, Staff, Kroger, and any interested

consumer and consumer group will work to develop a new schedule to cover large nonresidential
consumers under 1 MW, |
GENERAL PROVISIONS

18.  The Parties agree that this Stipulation is in the public interest and results in an
overall fair, just and reasonable outcome.

19.  The Parties agree that expedited consideration of this Stipulation is warranted. The
Stipulation will be offered into the record of the proceeding as evidence pursuant to
OAR 860-14-0085. The Parties agree to use best efforts to prepare and submit the Stipulation and
supporting materials to the Commission in time to permit the Commission to put rates into effect
by September 1,2003. The Parties shall support adoption of the Stipulation throughout this
proceeding and any appeal, provide witnesses to sponsor the Stipulation at the hearing and

5 - STIPULATION APPENDIX

PAGE _S OF 2
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recommend that the Commission issue an order on an expedited basis adopting the settlements
contained herein.

20. The P'arties agree that the Stipulation represents a compromise in the positions of
the Parties. As such, conduct, statements and documents disclosed in the negotiation of the
Stipulation shall not be admissible as evidence in this or any other proceeding.

21. If the Stipulation is challenged by any other party to this proceeding, the Parties to
the Stipulation reserve the right to cross-examine witnesses and put on such case as they deem
appropnate to respond fully to the issues presented, including the right to raise issues that are
incorporated in the settlements embodied in the Stipulation.. Notwithstanding this reservation of
rights, the Parties to the Stipulation agree that they will continue to. support the Commission’s
adoption of the terms of the Stipulation.

22.  The Parties have negotiated the Stipulation as an integrat?d document. If the
Commission rejects all or any matenal portion of the Stipulation or imposes additional material
conditions in approving the Stipulation, any party disadvantaged by such action shall have the
rights provided in OAR 860-014-0085 and shall be entitled to seek reconsideration or appeal of the
Commission’s Order.

23. By entering into this Stipulation, no party shall be deemed to have approved,
admitted or consented to the facts, principles, methods or theones employed by any other party in
amving at the terms of this Stipuiation except as specifically noted in this Stipulation. No party
shall be deemed to have agreed that any paragraph of this Stipulation is appropriate for resolving
issues in any other proceeding except for ongoing commitments specifically noted in paragraphs 7,
8,9, 10, 14 and 15 of this Stipulation. -

24 This Stipulation may be executed in counterparts and each signed coﬁnterpart shall
constitute an original document. |

1"

6 - STIPULATION APPENDIX
PAGE _{oOF 22
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NO.

This Stipulation is entercd into by cach party on the date entered beJow such panty’s

signature.
DATED: August , 2003
PACIFICORP

A —— T
Date: !%Q:J JZ; ooy

INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES N

By:

Date:

FRED MEYER STORES AND
QUALITY FOOD CENTERS,
DIVISIONS OF THE KROGER COMPANY

Date:

& - STIPULATION

STAFF OF THE OREGON
PUBLIC UTILITY COMMISSION

By:

Datc:

CITIZENS’ UTILITY BOARD

By:

Date:

APPENDIX
PAGE _Z OF.22
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P&GE @2

This Stipulation is entered into by each party on the date entered below such party’s

signature.

DATED: August 2003

PACIFICORP .

By:

Date:

INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES

By:

Date:

FRED MEYER STORES AND
QUALITY FOOD CENTERS,

DIVISIONS OF THE KROGER COMPANY

Date:

8 - STIPULATION

STAFF OF THE OREGON
PUBLIC UTILITY COMMISSION

By:

Date:

CITIZENS’ UTILITY BOARD

.Date: ‘ﬁ" /f/ Qj

APPEND
PAGE _£( oF_22
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1 This Stipulation is entered into by each party on the datc entered bejow such pary”
2  signature.
DATED: August l y , 2003

(93]

£

PACIFICORP STAFF OF THE OREGON
S PUBLIC UTILITY COMMISSION
6
2 By: . By:
3 Date: Date:
9 INDUSTRIAL CUSTOMERS OF CITIZENS’ UTILITY BOARD
10 NORTHWEST UTILITIES
11
By: :
12 By
13 Date: ‘ Date:
14 rRED MEYER STORES AND
QUALITY FOOD CENTERS,
15 DIVISIONS OF THE KROGER COMPANY
16 '
17
g BY Wf /C,;(‘“‘
19 Date: 00 [ J; o 3
20
21
22
23
24
25
26
Page )
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This Stipulation is entered into by each party on the date entered below such party’s

signature.

DATED: August &%,2003

PACIFICORP

By:

Date:

INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES

By
Date:

FRED MEYER STORES AND
QUALITY FOOD CENTERS,
DIVISIONS OF THE KROGER COMPANY

By:

Date;

8 - STIPULATION
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ORDER NO.
RECEIVED
AUG 13 20
STAFF OF THE OR.EGON Pudhic Ultiity Commission of Oregon
PUBLIC UTILITY COMMISSION Adminisicalive Hearngs Division

By:

Date: &\ lé 0-_)\,
LR

CITIZENS' UTILITY BOARD

By:

Date:
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This Stipulation is entered into by each party on the date entered below such party's

signature.
DATED: August gg , 2003

PACIFICORP

By:

Date:

INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES

W/w

Date: /4//%@/ /8, 2003

FRED MEYER STORES AND
QUALITY FOOD CENTERS,
DIVISIONS OF THE KROGER COMPANY

Date:

8 - STIPULATION
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STAFF OF THE OREGON
PUBLIC UTILITY COMMISSION

By:

Date:

CITIZENS’ UTILITY BOARD

Date:
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D1 1($000) ..
Revenue
Requirement
Effect
Item issue 2004
Revenue Requirement on_the Company's Filed Results $57.909
nts (B ates)
S-0 Rate of Retum (14,756)
S-1 {included in S-31/-5) -
s-2 (Included in S-31/15) -
S-3 Steam Revenue from IMC/Kalium (617)
S-4 Forfeited Discounts and Interest 0
S-5 Rent from Electric Property {Account 454) (1.799)
S-6 Other Electric Revenues (Account 456.12) 73
S-7 Wheeling Revenues 0
S-8 MC! Fog Wire Revenues (990)
S-9 {Included in S-31/1-5) -
S-10 Kennecott Generation Incentive 0
S-11 Steam Generation Maintenance Expense 1,645
S-12 Postage (78)
$-13 Incentive Programs (2.695)
S-14 FAS 87 Pension Expense (5.605)
S-15 Property Insurance, Injuries & Damages {791)
S-16 Audit of FERC Accounting Anomalies 0
S-17 Qutside Senvices (2,897)
5-18 Economic Development Labor 0
S-19 EEI Memberships : (141)
$-20 Remove A&G Costs Paid to ScottishPower (1,645)
$-21 Remowe A&G Affiliated Interest Costs (129)
§-22 Remowve A&G Costs Associated with UK Personnel (726)
S-23 Depreciation (8.020)
S5-24 Amortization (655)
S-25 FIT and SIT Adjustment (2.406)
S-26 Remove Mill Fork Coal Lease 0
5-27 Information Technology additions 0
S-* Revenue Sensitive Costs {723)
P-1 Trail Mountain Double Count (1.099)
8-31,1-5 Miscellaneous Power Cost Issues {2,955)
1-7,C Reallocate West Valley and Gadsby CTs (2.000)
-8 Hunter Insurance Payment (400)
Total Adjustments (Base Rates) (49,409)
Total Revenue Requirements Change (Base Rates)
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PACIFIC POWER & LIGHT COMPANY

ESTIMATED EFFECT OF PROPOSED PRICE CHANGE

ON REVENUES FROM ELECTRIC SALES TO ULTIMATE CONSUMERS

DISTRIBUTED BY RATE SCHEDULES IN OREGON L TABLE A ]
FORECAST 12 MONTHS ENDED MARCH 31, 2004
Present Revenues ($000) Proposed Revenues (3000) Change
Line Sch No. of Base Net Base Net Base Rates Net Rates
No. Description Na. Cust MWh Rates Adders' Rates Rates Adders' Rates (5000) % ($000) Yo
(8] @ (£)) ) (5) (6) Q) ® ) (10) (€39 (12) (13) (14)
(5)+(6) (8) + (%) () -(5) (11)4(5) (10)-(7) (13InY)
Residential
1 Residential 4 438,767 5,207,242 $392,821 $3.422 $396,243 $397,114 $5,332 $402,446 $4,293 11% $6,203 1.6%
Commercial & Industrial
2 Outdoor Arsea Lighting Service 15 8,245 13,269 $1,295 $77 $1,372 $1,309 $63 $1,312 $i4 1.1% $0 0.0%
3 Recreational Field Lighting 54 101 843 $72 $4 $76 $72 $4 $76 ¢ 0.0%. 50 0.0%
4 Gen. Svc. <31 kW 23 67,531 1,015,878 $67,955 $5.835 $73,790 $65,070 34,720 173,790 LS 1.6% $0 0.0%
5  Gen Sve 31-200 kW 28 9,131 1,999,399 $112,01! S11,139  $123,150 $113,305 $9,844 $123,149 $1,294 12% s 0.0%
6 Gen. Svc. 201 - 999 kW 30 795 1,248,708 361,365 $6.665 $68,030 $61,608 $6,431 $68,019 §243 04% 59 0.0%
Overall Sch 23/28730 77,457 4,263,985 $241,331 $23,639 $264,970 $243,983 $20,995 $264 978 $2,652 1.1% 58 0.0%
7 lLarge General Service >= 1,000 kW 48 226 3,512,549 $128,080 516,953 $145,033 $129,468 $15,550 $145,018 §1,388 1.1% (515 0.0%
8 Partial Req. Sve. < 1,000 kW 36 2 90 $37 $0 $37 $37 $0 $37 . 00% $0 0.0%
9  Partial Req. Svc. >= 1,000 kW 47 [ 108,130 $4,106 $344 - $4,450 $4,150 $300 $4,450 $44 11% $0 0.0%
10 Agricultural Pumping Service 41 6,360 107,619 $9,409 (51,783) $7,626 $9.512 (31,762) $7,750 5103 1.1% 3124 1.6%
1t Agnicultural Pumping - Other -- 2.07} 107,761 $744 - $0 $744 $744 50 $744 50 0.0% $0 0.0%
12 Toatal Commercial & Industrial 04,470 8,114,246 $385,074 $39,234 $424,308 $389,275 $35,150 $424,425 $4,201 1.1% $H7 0.0%
Public Street Lighting
13 Street Lighting Service 50 327 11,772 $947 $65 $1,012 $958 §$54 $1,012 193] 1.2% $0 - 0.0%
14 Street Lighting Service HPS 51 662 20,306 $2,700 - 5127 32,827 §2,730 $97 $2,827 $30 1.1% 50 0.0%
15 Sireet Lighting Service 52 1o 1,980 520! st $212 $203 59 $212 52 1.0% $0 0.0%
g treet Lighting Service 53 216 1.176 $352 $38 $3%0 $356 534 $39% $4 1.1% 30 0.0%
g ‘otal Public Street Lighting 1,315 4],834 $4,200 $241 $4,44] $4,247 $194 $4,441 $47 1.1% 50 0.0%
n otal Sales to Ultimate Consumers §34,552 - 13,363,322 $782,095 $42,897 $824,992 $790,636 $40,676 $831,312 $8,541 1.1% §6,320 0.8%
2} >‘émpunye. Discount ' ($402) (34) (5406) ($407) (55) (5412) ($5) ($6)
?f;'i) Total Sales with Employee Discount $781,693 $42,893 $824,586 $790,229 $40,67! $830,900 $8,536 1.1% $6,314 0.8%

5 %)

' Excludes effects of the BPA Energy Discount (Schedule 98), Low Income Bill Payment Assistance Charge (Schedule 91) and Public Purpose Charge (Schedute 290).

¢ Less than $500.

‘ON ¥3qd0

826~-¢0



Staff-PacifiCorp/106
Johnson — Wrigley — Jenks — Schoenbeck - Higgins/2
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PACIFICORP - UE 14T 01-Aug-0)
UE +47 Final Settlement Case .Oregon-Allocated Results:of-Operations. 04:10 AM
Twelve:Months Ended Marchi31, 2004
($000).
2004 Required Resuits
Resulls Per Change for at
Company . 2004 ‘Reasonable Reasonable
Filing -Adjustments Adjusted Return Retum
1) (2 €] 4 S
) Opsrating Rovenues
b4 Retail Sales $787,627 . $o 787,627 $796,127
3 Wholesale Sales 200,528 522 201,051 201,051
4 Other Ravenues 21,654 3,252 24,908 Q 24,908
5 Total Operating Revenues $1.009,810 $3,774 $1,013,584 $8,500 $1,022,084
[ Operating Expenses .
7 Steam Production - $188,624 {$3.249) $185,375 $0 $185,375
8 Hydro Production 12,869 0 12,669 - 0 12,669
[ Other Power supply 225,454 {522) 224,932 0 224,932
10 Transmission 30,473 0 30,473 0 30,473
" Dlstritution 45,829 0 45,629 0 45,829,
12 Custormner Accounting 27,806 0 27,808 . 31 27,837
12 Customer Service & Info 1,257 0 1,257 ) 0 1,257
14 Sales 0 a 0 0 0
15 Administrative and General 83.101 {14,205) 68,807 0 68,807 (@]
18 Totd Operation & Maintenance $615,213 ($18,066) $597,148 $31 $597,179 g
” Depreclation 118,595 (8.790) 107,805 0 107,805 gg
18 Amortization 19,238 (676) 18,562 g . 18,562
19 Taxes Other than incoma 48,762 0 48,762 48,948 d
20 Income Taxes 60,628 11,256 71,884 75,032 @)
2 Mscellaneous Revenue and Expense (157) 0 (157) 157) .
22 Totd Operating Expenses $860,279 (516,276) $844,003 584‘(.:}?6
23 | Net Operating Revenuss 83U 81, ;§20;060 . §160;801. 174;718
24 | Average Rate Base !
25 Blectric Pant In Service $3,871,698 {$7086) $3,870,992 30 $3,870,992
26 Accumulated Depreciation & Amortizalion (1.653,777) (555) {1,654,332) 0 (1,654,332) @
27 Accumulated Deferred Income Taxes (228,750) (974) (229,724) 0 (229,724)
28 Accumulated Deferred Inv. Tax Credit (11,519) () (11,519) 0 (11,519 €
29 Net Utitity Plant - $1.977 652 ($2.235) $1.975,417 $0 $1,975,417 B
30 Plant Held for Fulure Use 0 0 0 0 0 £
31 Acquisition Adjustmenls 29,122 0 29,122 0 29,122
a2 Working Capital 17,857 (338) 17,519 49 17.560 ™
33 Fuel Stock 15,122 0 15,122 0 15,122 m
34 Malerials & Supplies 24,037 0 24,037 0 24,037 "
s Customer Adv for Const 0 0 0 0 0
38 Weatherization Loans 0 0 0 0 ]
7 Prepayments 8,302 0 6,302 0 8,302
k1] Msc, Deferred Debits " 87,219 0 67,219 c 67,219
39 Msc. Rate Base Additions/( Deductions) {22,352) (2,839) _ _(25.19ﬂ _ 0_ (25.191
] Tota Average Rate Base 2o $2,114,96% 2 55,412) +.$2:109;547; e 4 1 2;109;588;
4 Rate of Return 7.07% 8.04% 8.28%
4 Impiled Return on Equlty 7.00% 9.97% 10.50%
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PACIFICORP:- OREGON:

! 08-Aug-0)
OregonAllocated Results;of Opeutlons' 07:58 AM
Twelve Months:Ended:Matrch 31, 2004
{$000)
2004 - Resulls
Per at
Company 2004 Reasonable
Filing Adjustments Adjusted Return
Income Tax Calculations (1) (2) (3) (5)

] Book Revenues $1,009,810 $3,774 $1,013,584 $1,022,084

2 Book Expenses Other than Depreciation 683,056 (18,742) 664,315 664,532

k} State Tax Depreciation 116,585 *(8,790) | 107,805 107,805

4 Interest 66,688 (167) 66,521 66,522

5 Schedule M Differences (11,064) 8,014 (3,050) (3,050}

6 Stale Taxable Income’ $154,535 $23,458 $177,993 $188,275

7 Add OR Deplelion Adjustment - Net $680 -

8 Total State Taxable Income $1565,215

9 Stale Income Tax @ 4.619% Slaff (6.6% Company) $10,244 ($1.923) é
10 Net State Income Tax $1;523) g
11 Additional Tax Depreciation 0 0 ] .0 %
12 Other Schedule M Differences 680 0 680 680 d
13 Federal Taxable Incoma $144,291 $25,391 $169,672 .$177,571
14 Federal Tax @ 35% 550,502 $59,891 $62,656
15 Wind Power Tax Credits
16 Current Federal Tax
17 PMI

TEROLTS 1OYk

N
(&)

gV

b WP

ITC Adjustment
Deferral
Restoration

Total ITC Adjustment

Provislon for Deferred Taxes

Total Income Tax

826-%20
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_ Staff-PacifiCorp/106
Johnson — Wrigley - Jenks ~ Schoenbeck — Higgins/4

‘PACIEIGORP ~'OREGON.
Oregon:Allocated:Results:of Operations
. TwelveiMonths:Ended Mareh 33, 2004:

08-Aug -0}
08:10 AM

COST- QF‘C(ABITAL—-- 2004. .

Long Term Debt
Preferred Stock
Common Equily

Total.

"% of CAPITAL . cosT

47.61% 6.480%

6.39% 5.750%

46.00% 10.500%
100.00%

WEIGHTED
COST
3.085%
0.367%
 4.830%
O

REVENUE 5ENSITIVE.COSTS

Revenues

Operating Revenue Deductions
Uncollectible Accounts
Taxes Other - Franchise

- Other
- Resource supplier

Sl.ate Taxable Income

State Income Tax @ 4.619%
Federal Taxable Income
Federal Income Tax @ 35%
iTC

Current FIT

Other

Total Excise Taxes

Total Revenue Sensilive Costs

Utility Operaling Income

Net-to-Gross Factor

1.00000

0.00367
0.02138
0.00000
0.00056

0.97439

10:04501:
0.95938
0.32528
0.00000

o ..0:32528"
0.00000

T....0.37029
-+,:0;39580
0.60410

1.65536

'ON Y3@I0
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PACIFICORP - OREGON
AdJustments to,Oregon Alloéated-Results:
UE 147 Test Yaar Ending March 2004~

© {sooo}:

N & O s

u
25
28
7
28

29

30
n
2
3
k)
a5
36
7
a8
3

40

41

Ok-Awg0)
OR:10 AM

Operallng Revenues
Relall Sales
Wholesals Sales
Other Revenues
Total Operating Revenues

Operaling Expenses
Steam Production
Hydro Production
Other Power Supply
Transmission :
Distribution
Customer Accounting
Customer Service & Info
Sales
Adminisirative and General

Total Operation & Malntenance

Deprectation

Amortization

Taxes Otfher than Income

income Taxes

Miscellaneous Revenue and Expense

Total Operating Expenses
Nat Operating Revenues

Average Rate Base
Electric Planl in Service
Accumulaled Deprecialion & Amortization
Accumulated Deferred Income Taxes
Accumulated Deferred Inv, Tax Credit

Net Utliity Plant

Plant Held for Future Use
Acquisition Adjustments
Working Capital
~ Fuel Stock
Materials & Supplies
Customer Adv for Const
Weatherization Loans
Prepayments
Misc. Deferred Debits
Misc. Rate Base Additions/( Deductions)

Total Average Rale Base

Revenue Reguirement Etfect

Staff-PacifiCorp/ 106
Johnson — Wrigley - Jenks — Schoenbeck ~ Higgins/5

Extrinsic Value Margln Steam Forfelled Rend from Other Elec Whaeling MCI Fog Aquile
of Resources  Adjusimenl  Revemue from  Discounts & Efectric Revenues Revenyes Wirs Revenus  Hydro Hedpe
finci. in §.31/1.5} {incl, In 5-311.5}  IMC/Xatium Inlerast Propery Acct 458.12 Adjustment Adjustrment fine). In §-31A-5]
(5-1) {s-2) (S-3) (S4) (S-5) (S-8) (-7 (S-8) (S-9)
50 50 $0 $0 $0 $0 $0 s¢ - $0
0 0 : ) :
.602 0 1,755 7y - Q0 966
$0 $0 $602 $O $1,755 {$71) $0 5966 $0
[ 30 0 $0 50 S0 $0 $0 $0
50 $C
$0 $0 $0 30 $0 . %0 $0 $0 $0
0 0 -0 0 o 0 0 0 0
0 0 229 0 8687 (27) 0 367 0
) ' . 0
$0 30 $229 $0 $667 (327) $0 §367 $0
$0 $0 $373 $0 $1,088 ($44) $0 $599 _ 30 %
™
$0 30 $0 $0 $0 $0 $0 $0 $0 )
Z
o
30 30 30 30 $0 30 50 50 50
| ‘ 1 0 8 0 @
0 14
0 0 5 (1) . Qi
L]
o
™N
& o)
§0 $0 $5 $0 $14 {$1} L1 1 30
.SO $0 ($817) 30 ($1,799) $73 30 ($990) 30
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‘PACIFICORP - OREGON -
Adjustments.to.Oregon Allptated-Resulis
UE 147 TestY¥ar Ending March 2004,

NIV

3Ovd

40
7

TT

. '($000)-
-Aug 03 . Kennecoll Slesm Incanilve FAS 87 Property insur Accouniing Qutside Economic
03:10 AM Generstion Maintanance Pastage Programs Penslon Injury 8 Demages  Anomofles Services Davelopmeni
Incentive Expense Adjustmenl Adjustmenl Expense Adjusiment Adjusiment Adjusiment Labor
{5-10) (1 {8-12) {S:13) (S-14) (5-15) (S-18) - (-7 (S-18)

1| Operating Ravenuss

2 Retail Sales $0 $0 30 30 $0

3 Wholesala Sales

] Other Revenues .

5 Total Oparating Revenues $0 $0 $0 $0 $0

~ 8} Operaling Expenses

7 Steam Production 30 $0 $0 - 30 $0

8 Hydro Preduction

0 Other Power Supply 30
10 Transmission
3 Dislribution

12 Customer Accounting

13 Customer Service & Info

1 Sales _
15 Administrative and General (5,453) (835) o] %0

16 Tota! Operation & Maintsnance $0 (55,453) ($835) $0 $0

17 Depreclation
18 Amortization .

19 Taxes Other lhan income .0 0 0 0 0
20|  Income Taxes 0 2,073 3 ‘ 0 0o O
21 Miscellaneous Revenue and Expense @
2 Total Operating Expenses 50 ($3,380) ($524) $0 $0
23] NetOperating Revenues ' $0 $3,380 $524 $0 $0 %
e 2

24! Average Rate Base ®)
28 Electric Plant in Service 50 30 . $0 §0 $0 :
28 Accumulated Degpreclation & Amorlization

27 Accumulated Deferred Incoma Taxes
28 Accumulated Deferred Inv. Tax Credit
9 Net Utility Plant $0 $0 L] $0 30
30 Plant Held for Future Use ' @
3 Acquisilion Adjustments m
N Worklng Capital 0 (70) (11) 0 v}
hAS Fuel Stock - B
M Materials & Supplies U‘J
35 Customer Adv for Cons! ?
Ja Weatherzation Loans ™~N
b1 Prepaymenls ' '
38 Misc. Deferred Debils 1® o)
39 Misc. Rals Base Additlons/( Deductions) 564

@ Total Average Rats Base $0 - ($70) $653 $0 $0

‘i Revenue Requirement Effect $0 {$5,605) ($791) $0 $0
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‘PAGIFICORR.- OREGON:
Adjustments.toiOiagon Allocated:Resulls; -
"UE147: Tost'Yuar Ending March 2004 .

:13000) - - S

k]
FL ]
20
27
20

20

30
N
xd
3
34
35
L]
n
38
39

40

41

08-Avy01
04:10 AM

Operaling Revenues
Relail Sales
Wholesale Sales
Other Revenues
Total Operating Revenues

Operaling Expenses
Stearn Production
Hydro Produclion
Other Power Supply
Transmission
Distributlon
Cuslomer Accounting
Customer Service & info
Sales
Admintstrative and General

Total Operation & Maintenance

Depreciation

Amoriization

Taxes Other than Income

Income Taxes

Miscellaneous Revenue and Expense

Total Opsrating Expenses
Net Operating Revenues

Average Rate Base
Elactric Plant In Service
Accumulaled Depreciallon & Amorilzation
Accumulated Deferred Income Taxes
Accumutaled Deferred Inv. Tax Credit

Net Utility Plant

Plant Held for Future Use

Acquisition Adjustments

Working Capital

Fus! Stock

Materlals & Supplies

Cuslomer Adv for Cons!

Weatherization Loans

Prepaymenls

Misc, Defarred Deblts

Misc. Rale Base Additions/( Deducllons)

Total Average Rale Base

Revanue Requirament Effect

Remaove A3G Arfitated Remove UK . Remove info technology
Memberships ScollishPower Interes! Personnet Oeprechation Amorilzation FIT & SIT Mifl Fork’
Adjustmenl ALG Costs Adlusiment Cosls Adjustmant i ! Cosl Lease Additions
{S-19) {S-20) » (8-21) (5-29 (§-23) (S-2¢4) (3-25) (S-28)
30 30 30 30 30 50 30 50 s0
30 50 $0 $0 50 30 $0 $0 $0
30 $0 30 3,0 $0 $0 $0 $0 $0
{137) (1.600) {126) (707) 0 0 0 0 Q
{$137) ($1,600) {$126) - ($707) $0 ) $0 30 $0
(8,790)
(676) 0
0 0 0 v} 0 0 0 Q 0
52 608 48 269 4,108 253 (1.451) [} Q
.- 0 )
(585) {$992) ($78) {$438) ($4,682) ($423) ($1,451) $0 $0
385 $992 $78 $438 $4,682 $423 $1,451 $0 $0
$0 $0 $0 $0 $0 $0 50 30 $0
(893) 338 0
(974)
30 $0 $0 $0 ($1.867) $338 $0 $0 $0
{2) (21) @ {8) M (9 (30} 0 0
0
0
($2) {$21) {52) {$9) ___ ($1,964) $329 {$39) $0 39,
(s141) (51,645) (5129) (3726)  ($8.020) ($655) ($2,406) 30 $0

Staff-PacifiCorp/ 106
Johpson — Wrigley — Jenks — Schoenbeck ~ Higgins/7
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‘PACIFICORP - OREGON
Adjustments:to Oregon:Allocdled Results
UE 147 Toest:Yaar Ending;March 2004
($000)

24
25
8
7
28

29

N
R
n
kI
35
6
7
38
39

40

41

o-Avg )
04:10 AM

Operaling Revenues
Retall Sales
Wholesale Sales
Other Revenues
Total Operating Revenues

Operating Expenses
Steam Production
Hydro Production
Other Power Supply
Transmission
Disiribulion

* Customer Accounting
Customer Service & info
Sales :
Administralive and General .

Total Operation & Maintenance

Depreciation

Amortization

Taxes Olher than Income

Income Taxes

Miscellaneous Ravenue and Expense

Total Operating Expansos
Nat Operating Revenuss

Avarage Rate Base
Eleclric Plant in Service
Accumulated Deprecislion & Amortization
Accumulated Deferred Income Taxes
Accumulaled Delerrad Inv. Tax Credit

Net Utliity Plant

Pian| Held for Fulure Use

Acquisition Adjustments

Working Capital

Fuel Stock

Materisls & Supplies

Customer Adv for Const

Weatherizalion Loans

Prepaymaents

Misc. Deferred Dablils

Misc. Rate Base Additions/{ Deductions)

Total Average Rate Base

Revenue Requirement Effect

Treit Mounitain Misceliensous Reaflocate Hunfer
Double Power Cost West Valiey & Insyrence Total
Count Is3ues Gedsby CTs Payment Adjustments
P-1) (5-21,1-5) ¢-1.¢hH (-8) {Base Rates)
$0 $0 50 30 $0
522 522
. 3,252
30 3$522 $0 30 $3,774
($1,070) ($1.833) (51,948) 30 (33,249]
: [o]
($522) (522{
-0
0
0
-0
: 0
0 0 0 0 (14,295
($1,070) (§2,355) ($1,946) $0 (318,066
. ($8,790
0 o] 0 0 (876
0 0 0 0 0
407 1,084, 740 40 11,256
0
($663) ($1,261) ($1,206) $40 _($16.276
. $663 _ §1,783 $1,208 (540) $20,050
$0 $0 - $0 $0 ($706
0 0 0 [0 (555
(974
af.
$0 $0 $0 30 (82,235
’ 0
. 0
(14) (26) (25) 1 " (338)
0
0
0
0
0
0
(3.403) (2,839
(§14) {$26) {§25) (§3,402) _ {36,412
($1,099). {$2,95%) ($2.000) ($400)

. ($33,030)

Staff:PacifiCorp/106
Johnson - Wrigley — Jenks — Schoenbeck - Higgins/8
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