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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON
UE 180/UE 181/UE 184
In the Matters of

Portland General Electric Company MOTION FOR RECONSIDERATION OF
DECEMBER 8, 2006 RULING EXCLUDING
Request for a General Rate Revision (UE 180)| ATTACHMENT FROM RECORD AND
REQUEST FOR CERTIFICATION

Annual Adjustments to Schedule 125
(2007 RVM Filing) (UE 181)

Request for a General Rate Revision relating
to the Port Westward Plant (UE 184).

Pursuant to OAR 860-013-0031, staff of the Public Utility Commission of Oregon

(“staff”) asks the Administrative Law Judge (“ALJ”) to reconsider her December 8, 2006 Ruling
excluding an attachment to the Staff Opening Brief from the record. The attachment at issue is
an excel spread sheet illustrating the adjustments that staff made to Portland General Electric
Company’s (“PGE”) cost of debt estimate after PGE revised its estimate of the amount of debt it
would issue in 2007. PGE revised this estimate, and its overall cost of debt estimate, in its
sursurrebuttal testimony, only five calendar days before the hearing in this matter.*

In the alternative, staff requests that the ALJ certify the question of the propriety of the
exclusion to the Commission under OAR 860-012-0035(1)(i), on the ground that exclusion of the
attachment may result in substantial detriment to the public interest and undue prejudice to staff.

Staff relies on the following in support of these requests.

! The ALJ excluded two attachments from the Staff Opening Brief. The other attachment
showed Treasury Rates on November 14, 2006, and was attached to staff’s brief in connection
with staff’s request to the ALJ to take official notice of Treasury Rates on November 14, 2006.
The ALJ has granted the request to take official notice of Treasury Rates, relying on another
source. The attachment is not necessary and staff does not ask the ALJ to reconsider her
decision excluding it.
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Procedural history.

On August 4, 2006, PGE filed supplemental direct testimony updating its cost of debt
estimate. PGE estimated a 6.83 percent cost of debt, based in part on its stated intention to issue
$100 million of debt around April 2007. Staff made several adjustments to PGE’s proposed cost
of debt in its own direct testimony. PGE disagreed with staff’s adjustments in its rebuttal
testimony. PGE’s cost of debt estimate remained at 6.83 percent.

In sursurrebuttal testimony, PGE witnesses modified PGE’s cost of debt estimate,
testifying that PGE intended to issue $300 million of debt in 2007, rather than the $100 million
anticipated during its direct, supplemental direct, and rebuttal testimony. > The PGE witnesses
testified that these planned issuances resulted in a different cost of debt estimate, 6.73 percent,
rather than 6.83 percent, and a different proposed capital structure. The new capital structure
included 53 percent equity, rather than the approximately 56 percent equity proposed in previous
testimony.

PGE’s new cost of debt estimate does not include the adjustments recommended by staff
in its direct testimony. Accordingly, PGE’s cost of debt estimate includes $300 million of
improperly priced 2007 debt, rather than $100 million.

In its opening post-hearing brief, staff recalculated its cost of debt estimate applying the
adjustments it described in its direct testimony for the previously planned $100 million debt
issuance to the newly proposed $300 million of 2007 debt. Staff modified its cost of debt
estimate from 6.3 percent to 6.21 percent. Staff attached a spread sheet to its opening brief
illustrating the adjustments.” As staff made clear in its reply brief, it does not believe this

recalculation is “evidence.”

2 PGE/2700, Hager-Valach/4.
® PGE/2700, Hager-Valach/4-5.
* Staff Opening Brief, Att B.

> Staff Reply Brief at 19 (staff stating that it does not believe that its re-calculation of its cost of
debt estimate constitutes new evidence).
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After the parties submitted their post-hearing briefs, the ALJ issued a Ruling excluding
“from the record” the spread sheet illustrating staff’s adjustments to the recently disclosed debt
issuances. The ALJ did not explain why she excluded the spread sheet from the record. No
motion to exclude the spread sheet was pending.

Argument

To the extent the ALJ may have excluded the spread sheet on the basis that it is untimely
evidence, the factual underpinning of the ruling, that the spread sheet is new evidence, is
incorrect for the reasons discussed above.® The spread sheet illustrates adjustments that the
Commission could do, and in fact, should do, in response to PGE’s recent revelations regarding
debt it plans to issue in 2007. The spread sheet does not provide the Commission with a new
theory for disallowance, or new information to which PGE is entitled to respond. Instead, the
spread sheet illustrates the adjustments staff described in direct testimony, but that now apply to
the $300 million of debt that PGE now plans to issue in 2007.

To the extent the ALJ’s ruling is based on PGE’s argument that the spread sheet “is a
multitude of unexplained numbers,” the ruling would also be unfounded. Row 8 of the spread
sheet is the pertinent row for purposes of this motion. This row shows staff’s adjustments to
PGE’s planned debt issuances in 2007. Staff applied the same adjustments to both issuances that
it had applied to the previously-planned $100 million issuance, and in fact, combined the
issuances into one for purposes of analysis. The pertinent adjustments for this motion are staff’s
1) recalculation of the internal rate of return (“IRR”) for each issuance included in PGE’s cost of
debt, 2) replacing the “average” gross proceeds that PGE used in its estimate with the actual

amount of planned issuances, and 3) re-pricing pro forma debt assuming a maturity of ten years

® Staff suggested to the ALJ that she admit the re-calculation into the record in the event she
disagreed with staff’s conclusion the recalculation is not new evidence. Staff did not mean to
suggest that it believed such admission is necessary. This proposal was merely an alternative to
staff’s primary position that the recalculation of its cost of debt estimate is not new evidence.
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and a corresponding and updated Treasury rate.” Another version of the spread sheet is attached
to this pleading. It includes comments that help identify where on the spread sheet staff’s
adjustments can be seen.

Staff is prejudiced by the exclusion of the spread sheet, and the exclusion is detrimental
to the public interest. Essentially, if the Commission ignores staff’s re-calculation, PGE could be
allowed to modify its case in sursurrebuttal testimony without worry that its modifications will
be subject to scrutiny or adjustment by any other party. This is unfair to other parties. It also
could be detrimental to the public interest because presumably, PGE could obtain a higher cost
of debt than it is entitled to, simply because it modified its cost of debt estimate after the time for
other parties to submit testimony had passed.

Here, staff recommends that the Commission accept PGE’s testimony regarding its new
intention to issue $300 million in debt in 2007, rather than $100 million. However, staff asks
that the Commission incorporate this additional debt issuance into PGE’s cost of debt using the
same methodology that staff proposes for the 2007 debt that PGE included in the cost of debt
estimate provided to the Commission in its direct, supplemental direct, and rebuttal testimony.

Staff acknowledges that the ALJ does not necessarily intend to include PGE’s estimate of
the 2007 debt in PGE’s cost of debt without adjustment. Specifically, she noted in her December
8 Ruling that the Commission may direct PGE to adjust its cost of debt to reflect staff’s
adjustments at the time PGE makes its compliance filing in this case. However, it may be
difficult for PGE to make these adjustments without referring to staff’s spread sheet. While the
theory and methodology staff used to recalculate its cost of debt estimate, using $300 million,
rather than $100 million, of 2007 debt are the same, the adjustments themselves are not identical.

This is for the simple reason that the adjustments address completely different issuances.

” Staff Opening Brief, Att B.
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1 Similarly, in the event the Commission concludes, as it should, that staff’s recalculation
2 is not new evidence; the Commission may have difficulty re-creating the adjustments. The
3 Commission could do so by referring to staff’s testimony. However, the effort would likely take
4 many hours.
5 In sum, the ALJ erred in excluding staff’s spread sheet. The spread sheet is not new
6 evidence. Itillustrates staff’s adjustments to PGE’s cost of debt, which PGE modified after the
7 time for submitting testimony had passed. The theory underlying staff’s adjustments, and the
8 methodology, is in staff’s direct testimony. The Commission, or PGE, could re-create these
9 adjustments, but such a process would be time-consuming and difficult without the blue print for
10 staff’s analysis provided in the spread sheet.
11
12 DATED this 14th day of December 2006.
13 Respectfully submitted,
14 HARDY MYERS
Attorney General
15
16 .
[s/Stephanie S. Andrus
17 Stephanie S. Andrus, #92512
Assistant Attorney General
18 Of Attorneys for Public Utility
Commission of Oregon
19
20
21
22
23
24
25
26
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5.6675% Series 28-0ct G2
5.279% Series 08-Apr-83
£.825% Series 0d-Aug-03
§.756% Series 04-Aug-03
6.875% Series 04-Aug-83
9.31% Serles 12-Aug-8t
£.31% Series Qt-Apr-06
£.268% Series Q1-Aps-06
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G1-May-33 35 5.200% $23,600.000 §85,850 §1,267,030 $22,247,120 $23,600,000
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0.975%
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G.017%
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4.8534%
$5360%
7.4123%
3.6385%
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