Portland General Electric Company

121 5W Salmon Street ® Portiand, Oregon 97204
PortlandGeneral.com

June 6, 2007
Email / US Mail

Vikie Bailey-Goggins
Administrator

Oregon Public Utility Commission
550 Capitol Street NE, Ste 218
Salem, OR 97301

Re: UM PGE’s Application for an Accounting Order regarding Wind
Turbine Reservation Costs

Ms. Bailey-Goggins:

Enclosed for filing are the original and five copies of Portland General Electric

Company’s Application for an Accounting Order regarding Wind Turbine Reservation

Costs. We have provided notification of this application to the UE 180 service list.

Thank you for your assistance in this matter. If you have any questions or require further
information, please call me at 503-464-7580.

Sincerely,

ey S o
/S/Patrick G. Hager

Manager, Regulatory Affairs

cc: UE 180 Service List
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BEFORE THE PUBLICUTILITY COMMISSION
OF OREGON

UM
In the Matter of the Application of Portland
General Electric Company for an Accounting | Application for an Accounting Order
Order regarding Wind Turbine Reservation
Costs

Pursuant to Sections 757.120 and 757.125 of the Oregon Revised Statutes (ORS),
Portland General Electric (PGE) respectfully requests a Commission accounting order
authorizing PGE to classify as capital expenditures and accrue AFDC on non-refundable
reservation payments and other initial payments to secure up to 325 MW of wind turbines® for
Phases 2 and 3 of the Biglow Canyon Wind Farm (Biglow). PGE must make reservation and
other initial payments to the manufacturer in order to secure turbine delivery during 2009 and
2010.

|. The Commission’s Authority over Accounting

The Commission has plenary authority over PGE’'s accounting practices. ORS
88757.120 and 757.125. The Commission has adopted the Federal Energy Regulatory
Commission’s Uniform System of Accounts for use by al electric utilities in Oregon. OAR
860-27-045. The Commission may, however, allow a utility to depart from strict FERC
accounting practices. OAR 860-21-005.

II. Description of the Project

In current workshops regarding its next Integrated Resource Plan (IRP), PGE has
indicated that it faces a significant energy supply deficit to meet future customer needs. PGE

also indicated that adding further renewable resources provide a hedge against volatile fuel
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prices and uncertain future emissions costs, thereby contributing to energy price stability. The
Biglow project has compared favorably with other renewable resource alternatives.

The Biglow project offers other positive attributes. The OPUC, ODOE, and many
stakeholders continue to demonstrate broad support for acquiring renewable resources. In
addition, the Renewable Energy Standard (RES) bill recently passed the House and Senate and
has been referred to the governor for signature. If signed, the State of Oregon will soon require
that 25% of PGE’sretail load be served by renewable resources by the year 2025, with additional
interim requirements by 2011, 2015, and 2020. The market for wind turbines is very tight, with
some manufacturing capacity sold out two years in advance. These supply constraints are
unlikely to ease because of the increasing number of states adopting renewable energy goals and
increased international competition for wind turbines.

Due to the conditions of Biglow’s site certificate and characteristics of planned wind
turbines, larger capacity wind turbines are most appropriate and desirable for Phases 2 and 3. In
order to secure these turbines and begin their manufacture, PGE must make non-refundable
reservation payments and other initial payments with the manufacturer. If for some reason
Phases 2 and 3 become uneconomic, the related turbines would likely be sold to other
developers.

A. Invitation and Bids for Phases 2 and 3

PGE issued an Invitation For Bid (IFB) to five wind turbine manufacturers for Phases 2
and 3. The IFB requested pricing for up to 149 wind turbines and a nameplate capacity for all
phases not to exceed 450 MW. Conditions in PGE’s Oregon State site certificate limit the
Project to 225 wind turbines (Phase 1 will have 76 wind turbines) and a maximum capacity of

450 MW. Manufacturers were alowed to bid on one or both phases of the Project as follows:

1 \Wind turbines are also known aswind turbine generators, or WTGs, in the industry.

Application for an Accounting Order Regarding Wind Turbine Reservation Costs
Page 2




* Phase 2, aminimum of 125 MW and a maximum of 150 MW with the best
available wind turbine deliveries in 2008 or 2009, with a strong preference for
2008 deliveries;
» Phase 3, anumber of turbines that will maximize the installed MW subject to
the limitations described above and with turbine deliveriesin 2010.
The IFB was sent to manufacturers with wind turbines of a size equal to or greater than
1.65 MW and with wind turbines either currently instaled in the US or whom PGE believed
would be willing and able to provide a technology guarantee if their technology has not yet been
deployed in the United States. Four manufacturers responded.
B. Phases2and 3
Due to strong demand for larger wind turbines (larger than 2.0 MW), PGE will likely
have to commit to making non-refundable reservation payments and other initial payments for
the purchase of wind turbines to meet a commercial operation date not later than December 31,
2009 and December 31, 2010, for Phases 2 and 3.

I11. Accounting Treatment

PGE requests approva to classify the required reservation payments for the wind
turbines as capital costs associated with Biglow. PGE will record these costs as construction
work in progress (CWIP) in FERC Account 107. Allowance for funds used during construction
(AFDC) will accrue on CWIP until the plant is placed in service. Depreciation would begin
when the plant is placed in service.

Absent an Order by the Commission approving this request, Generally Accepted

Accounting Principles (GAAP) would require that these costs be classified as a deposit.
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However, PGE is incurring these costs to implement the least cost strategy for a plant that is part
of a soon to be submitted Integrated Resource Plan, consistent with meeting customers’ resource
requirements. As such, it is appropriate to treat these costs as capital in support of the Biglow
Canyon Wind Farm.
V. Notice
A copy of the Notice of Application for an Accounting Order and alist of persons
served with the Notice are attached hereto as Attachment A.

V. Communications

Communi cations regarding this Application should be addressed to:

Rates and Regulatory Affairs Douglas C. Tingey
Portland General Electric Assistant General Counsel
1IWTC0702 Portland General Electric
121 SW Salmon Street IWTC13

Portland, OR 97204 121 SW Salmon Street
Phone: 503-464-7857 Portland, OR 97204
Email: pge.opuc.filings@pgn.com Phone: 503-464-8926

Email: doug.tingey@pgn.com

V1. Conclusion

For the reasons stated above, PGE requests that the Commission issue an accounting
order granting its request to account for the reservation payments and other initial payments as

capital costsfor Biglow Canyon.
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DATED this 6th day of June, 2007.

Patrick G. Hager

Manager, Regulatory Affairs
Portland General Electric Company
121 SW Salmon Street, IWTC-0702
Portland, OR 97204

503-464-7580 (telephone)
503-464-7651 (fax)
patrick_hager@pgn.com

g:\ratecase\opuc\dockets\um_acctg order winddown\accountingorder_application.doc
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CERTIFICATE OF SERVICE
| certify that this day | have served the foregoing NOTICE OF APPLICATION
FOR AN ACCOUNTING ORDER on the persons shown below by mailing a copy by
First Class U.S. Mail, postage prepaid, properly addressed to each.

Dated this 6™ day of June 2007.

Patrick G. Hager
Manager, Regulatory Affairs
On Behalf of Portland General Electric Company



BEFORE THE PUBLICUTILITY COMMISSION

OF OREGON
UM
In the Matter of the Application of Portland Notice of Application
Genera Electric Company for an Accounting For an Accounting Order
Order Regarding Wind Turbine Reservation

Costs

On June 6, 2007, Portland General Electric Company (“PGE”) filed an
application with the Oregon Public Utility Commission (“Commission”) for an Order
authorizing PGE to classify as capital expenditure, and accrue AFDC on certain
expenditures required to purchase wind turbines for Phases 2 and 3 of the Biglow Canyon
Wind Farm. Approval of PGE’s Application will not authorize achange in PGE’ s rates,
but will permit the Commission to consider allowing such amountsin ratesin a
subsequent proceeding.

Persons who wish to obtain a copy of PGE’s application should contact the
following:

Portland General Electric Company

Attn: Patrick G. Hager

Manager, Regulatory Affairs

121 SW Salmon, 1 WTC-1301

Portland, OR 97204

Telephone: (503) 464-7580

patrick.hager@pgn.com

Any person who wishes to submit written comments to the Commission on PGE’s

application must do so no later than July 6, 2007.

Dated: June 6, 2007



PATRICK G. HAGER

Portland General Electric Company
121 SW Salmon Street, IWTCO0702
Portland, OR 97204

Telephone:  503-464-7580

Fax: 503-464-7651

E-Mail: patrick.hager@pgn.com



UE-180/CE-181/UE-184 Service List

Attorney BPA Bonneville Power Administration
Jim Deason _ Geoffrey M. Kronick
Attorney at Law BPA

1 SW Columbia St. P.0. Box 3621

Suite 1600 LC-7

Portland OR 97258-2014 _ Portland OR 97208-3621
Phone:  503-223-4335 Phone:  (503) 230-4201
Fax: : Fax: (503) 230-7405
Email Add:  jimdeason@comcast.net Email Add: gmkronick@bpa.gov
Service: US Mail Service: US Mail
Confidentiality: SPO Confidentiality: SPO
Boehm, Kurtz & Lowry Craig Smith

. Bonneville Power Administration

Kurt J. Boehm P.O. Box 3621.L7
Boehm Kurtz & Lowry Portland OR F7208-3821
36 E. Seventh St., Ste 1510 Phone:
Cincinnati (9} 45202 Fax:
Phone: Email Add: cmsmith@bpa.gov
Pax: Service: US Mail
Email Add:  kboehm @bkllawfirm.com Confidentiality: No

Service: US Mail

Confidentiality: GPO Brubaker & Associates. Inc,

Michael L. Kurtz James T. Selecky
Boehm, Kurtz & Lowry Brubaker & Associates, Inc.
36 East Seventh Street 1215 Fern Ridge Pkwy
Suite 1510 Suite 208
Cincinnati OH 45202 St. Louis MO 63141
Phone:  (513)421-2235 Phone:  (314) 275-7007
Fax: (513)421-2764 Fax: (314) 275-7036
Email Add: mkurtz@bklawfirm.com Email Add:  jtselecky @consultbai.com
Service: US Mail Service: US Mail
Confidentiality: GPO Confidentiality:  SPO
BOMA Association of Building Owners Cable Huston Benedict Haagensen & Lloyd LEP
and Managers
Ann Fisher Tamara Faucette ’
PO Box 25302 : Cable Huston Benedict Haagensen & Lloyd LL
Portland OR 97298-0302 1001 SW 5¢th Ave. Ste 2000
Phone:  (503)721-0181 Portland OR 97204-1136
Fax: (503) 223-2305 Phone:  (503) 24-3092
Email Add: energlaw@aol.com Fax: (503) 224-3176
Service: US Mail Email Add: tfaucetie@chbh.com
Confidentiality:  SPO Service: US Mail

Confidentiality: No
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Chad M. Stokes

Cable Huston Benedict Haagensen & Lloyd LLP
1001 SW 5th Ave. Ste 2000

Portland OR 97204

Phone:  (503) 224-3092

Fax: (503) 2243176

Email Add:  cstokes@chbh.com

Service: US Mail

Confidentiality: No

CADO Community Action Directors of Oregon

Jim Abrahamson

Oregon Energy Partnership/CADO
P.O. Box 7964

Salem OR 97301
Phone:  503-316-3951

Fax:

Email Add:  jim@cado-oregon.org
Service: US Mait

Confidentiality: SPO

Constellation Newenergy. Inc.

William H. Chen

Constellation Newenergy, Inc.

2175 North California Bivd
Ste. 300

Walnut Creck CA

Phone:  (925) 2874500

Fax: (9253 287-4501

Email Add:  bill.chen@consteliation.com

Service: US Mail

Confidentiality: No

94596-4587

CUB _Citizens' Utility Board of Oregon

Lowrey Brown
CUB
610 SW Broadway
Suite 308
Portland OR 97205
Phone:
Fax:
Email Add: lowrey@oregoncub.org
Service: US Mail
Confidentiality: No
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Tason Eisdorfer
Citizens' Utility Board of Oregon
610 SW Broadway
Suite 308
Portland OR 97205

Phone:  (503) 227-1984

Fax: (503) 274-2956

Email Add: jason@oregoncub.org
Service: US Mail

Confidentiality: GPO

Daniel W. Meek. Attorney at Law

Daniel W, Meek

Attorney at Law

Utility Reform Project

10949 SW Fourth Avenue

Portland - OR 97219

Phone:  (503)293-9021

Fax: (503) 293-9099

Email Add: meek@meek.net dan@meek.net
Service: US Mail

Confidentiality: SPO

DOQJ Department of Justice

Stephanie 8. Andrus

Asst. Atty Gen.

Department of Justice

1162 Court St. NE

Salem OR 97310

Phone:  (503) 378-4620

Fax: {503) 378-5300

Ermail Add: stephanie.andrus @state.or.us
Service: US Mail

Confidentiality: GPO

EPCOR Merchant and Capital (US) Inc.

Lorne Whittles
EMC - EPCOR Merchant and Capital Inc.
1161 W. River Street

Suite 250
Boise D 83702
Phone:  (208) 336-9733
Fax:  (208)247-0425
Email Add: Iwhittles@epcor.ca
Service: US Mail
Confidentiality;: No
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Gresham (City of)

John Harris

Transportation Operations
Superintendent

City of Gresham

1333 NW Eastman Pkwy

Gresham OR 97030
Phone: (503} 618-2907

Fax: (503) 667-6869

Email Add:  john harris @ci.gresham.or.us

Service: US Mail
Confidentiality: SPO

David Ris

Senior Assistant City Attorney
Gresham City Attorney's Office
1333 NW Eastman Pkwy

Gresham OR 97030
Phone:  (503) 618-2507

Fax:  {(503) 667-3031

Email Add: david.ris@ci.gresham.or.us-

Service: US Mail
Confidentiality: No

Hunt Technologies, Celinet Technology, & fister |

Scott Debroff

Smigel, Anderson & Sacks

River Chase Office Center

4431 North Front St.

Harrisburg PA 17110
Phone:

Fax:

FEmail Add: sdebroff@sallp.com
Service: US Mail

Confidentiality;: No

ICNU Industrial Customers of NW Ultilities

Magdalena Ackenhausen
Brubaker & Associates, Inc,
1215 Fern Ridge Pkwy
Suite 208
St. Louis MO 63141
Phone:
Fax:
Email Add:
Service: US Mail
Confidentiality: SPO
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Brad Van Cleve

Attorney

Davison Van Cleve LP

333 SW Taylor, Ste. 400

Portland . OR 97204
Phone:  (503) 241-7242

Fax: (503) 241-8160

Email Add: mail@dvclaw.com
Service: US Mail

Confidentiality: GPO

Kafoury & McBougal

Linda K. Williams

Kafoury & McDougal

10266 SW Lancaster Rd _
Portland OR 97219
Phone:  {503) 293-0399

Fax: (503) 245-2772

Email Add: linda@lindawilliams.net
Service: US Mail

Confidentiality: SPO

League of Oregon Cities

Andrea Fogue

League of Oregon Cities

P.O.Box 928

Salem OR 97308

Phone:  (303) 588-6550

Fax: (503) 399-4863

Hmail Add: afogue@orcities.org
Service: US Mail
Confidentiality:  SPO

McDowelt & Associates PC

Katherine A. McDowell

Attorney

McDowell & Associates PC

520 SW 6th Ave Ste 830

Portland OR 97204
Phone:  (503) 595-3922

Fax:

Fmail Add: katherine@mcd-law.com
Service: US Mail

Confidentiality: No
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Northwest Economic Research, Inc.

Lon L. Peters

Northwest Economic Research, Inc.
624 S E. Andover Place

Portland OR 97202
Phone:  (503) 203-1539

Fax: (503) 203-1569

Email Add: Ipeters @pacifier.com
Service: Electronic
Confidentiality: GPO

Northwest Natural

Elisa Larson

Associate Counsel

Northwest Natural

220 NW 2nd Ave

Portland OR 97200
Phone:

Fax: _

Email Add: elisa.larson@nwnatural.com
Service: US Mail

Confidentiality: SPO

Alex Miller

Northwest Natural

220 NW 2nd Ave.

Portland OR 97209
Phone:

Fax:

Email Add:

Service: US Mail

Confidentiality: No

OPUC Oregon Public Utitity Commission

Robert Valdez

Oregon Public Utility Commission

P. 0. Box 21438

Salem OR 97308-2148
Phone:

Fax:

Email Add: bob.valdez@state.or.us
Service: US Mail

Confidentiality: No
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PacifiCorp

PacifiCorp Oregon Dockets
PacifiCorp
825 NE Multnomah
Suite 2000
Portland OR 97232
Phone:
Fax:
Email Add: Oregondockets @pacificorp.com
Service: US Mail
Confidentiality: No

PGE_ Portland General Electric Company

Rates and Regulatory Dept.
PGE

121 SW Salmon St.

IWTCO702
Portland OR 97204
Phone:
Fax: .
Email Add: pge.opuc.filings.com
Service: Electronic
Confidentiality: GPO

Douglas C. Tingey
Lawyer
Portland General Electric
121 SW Salmon
TWTC1301
Portland OR 97204

Phone:  (503) 464-8926

Fax:

Email Add: doug_tingey@pgn.com
Service: Electronic
Confidentiality: GPO

Portland (City of)

Richard Gray
Portland Office of Transporation
1120 8.W. 5th Avenue

Room 800

Portland OR 97204
Phone:  (503) 823-7609

Fax:

Email Add: richard.gray @pdxtrans.org
Service: Electronic
Confidentiality: No
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David Tooze

City of Portland Office of Sustainable Development

721 NW 9th Ave.

Room 350

Portland OR 07209-5311
Phone:  (503) 823-5311

Fax: (503)

Email Add: dwooze@ci.portland.or.us
Service: Electronic

Confidentiality: No

Benjamin Walters

Deputy City Aftorney

City of Portland- Office of City Attorneys
1220 SW Sth Ave.

Room 315

Portland OR 97204
Phone:

Fax: (503) 823-3089

Email Add: bwalters@ci.portland.or.us
Service: Electronic

Confidentiality: GPO

Linda Wrazen
Regulatory Policy Manager
Sempra Global
101 Ash Street
HQ 8C
San Diego CA 92101-3017
Phone:  (619) 696-4411
Fax: {619) 696-2500
Email Add: Iwrazen@sempraglobal.com
Service: US Mail
Confidentiality: No

Preston Gates & Ellis LLP

Harvey P. Spigal
Preston Gates & Ellis LLP

222 SW Columbia Street
Suite 1400
Portland OR 97201-6632

Phone:  (503) 228-5788

Fax: (503} 248-9085

Email Add: hspigal@prestongates.com
Service: US Mail

Confidentiality: No

Sempra Energy Solutions

Theodore E. Roberts
Sempra Energy
101 Ash Street
HQ 13D
San Diego CA 02101-3017
Phone:  (619) 699-5111
Fax: {619) 699-5027
Email Add: troberis@sempra.com
Service: US Mail
Confidentiality: No
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