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I. Introduction 

Q. Please state your names and positions with PGE. 1 

A. My name is Mike Niman.  My position at PGE is Manager, Financial Analysis.  2 

  My name is Jay Tinker.  I am a project manager for PGE.  My areas of responsibility 3 

include revenue requirement and other regulatory analyses.   4 

  Our qualifications are included at the end of this testimony. 5 

Q. What is the purpose of your testimony? 6 

A. The purpose of our testimony is to provide the initial Annual Update Tariff (AUT) forecast 7 

of PGE’s 2010 net variable power costs (NVPC), adjusted for the inclusion of Biglow 8 

Canyon Phase 2.  We then compare this estimate with the 2009 General Rate Case (GRC) 9 

NVPC as approved by the Commission in Order No. 08-505 (UE 198) and 08-601 (UE 197).  10 

We also discuss updates to 2010 AUT parameters and explain why per unit NVPC have 11 

decreased by $2.26 per MWh from 2009 to 2010. 12 

Q. What is your AUT net variable power cost estimate? 13 

A. Our 2010 AUT forecast is $830.7 million, based on contracts and forward curves on 14 

February 26, 2009. 15 

Q. What schedule in this docket do you propose for NVPC updates?  16 

A. We propose the following schedule for the power cost updates: 17 

• July – update power, fuel, and transportation/transmission contracts; gas and electric 18 

forward curves; planned thermal and hydro maintenance outages; and loads; 19 

• September – update power, fuel, and transportation/transmission contracts; gas and 20 

electric forward curves; planned thermal and hydro maintenance outages; and loads; 21 

and 22 
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• November – final updates of power, fuel, and transportation/transmission contracts, 1 

and gas and electric forward curves. 2 

Q. Will the final AUT forecast update serve as the basis for the 2010 Power Cost 3 

Adjustment Mechanism established by Order No. 07-015? 4 

A. Yes, with one modification.  In the UE 201 (2007 PCAM) Stipulation, parties supported a 5 

change in the language of Schedule 126 to clarify that adjustments to forecasted NVPC are 6 

made to reflect the impact of customer direct access enrollments under Schedules 515 7 

through 594 that take place after the final Monet1 power cost run is filed in mid-November.   8 

If there is a change in the enrollments, then a new Monet run that reflects these changes will 9 

form the baseline unit net variable power cost for the PCAM calculations. 10 

Q. Are there Minimum Filing Requirements (MFRs) associated with AUT NVPC? 11 

A. Yes.  In PGE’s most recent general rate case, Docket No. UE 197/198, parties agreed to 12 

MFRs for NVPC.  The MFRs define the documents PGE will provide in conjunction with 13 

the NVPC portion of PGE’s initial (direct case) and update filings of its GRC and/or AUT 14 

proceedings.  15 

Q. Will PGE take reasonable steps to ensure MFRs are available to Citizens’ Utility 16 

Board (CUB) and Industrial Customers of Northwest Utilities (ICNU) quickly? 17 

A. Yes.  PGE will take reasonable steps to ensure that the MFRs can be made available to CUB 18 

and ICNU at or close to the time of the filing2. 19 

Q. What information and timeframe did Parties agree to for the MFRs? 20 

A. Parties agreed that in either an AUT or a GRC, at a minimum, Monet’s summary documents 21 

and a few additional documents, if applicable, will be delivered with the initial filing.  The 22 
                                                 
1 Per the UE 198 Stipulation, most of the MFRs will be filed on or before April 15, 2009.  The summary MFRs are 
filed with the testimony. 
2 Monet is PGE’s power cost forecasting model described in more detail in Section II. 
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remainder of the MFRs will be delivered with the initial filing, if practical, or no later than 1 

fifteen days after the filing (e.g., April 15 for an AUT filing).  The remainder of the MFRs 2 

consists of the supporting documents and work papers for the various sections of Monet and 3 

historical operating data.  The AUT Update Filing MFRs will be delivered with the update 4 

filings.  5 

Q. Are you delivering Monet’s summary documents with the initial filing? 6 

A. Yes.  We will provide the summary MFRs to the PUC with the April 1 filing.  Then, we will 7 

deliver the summary MFRs to ICNU and CUB as soon as a protective order is issued and 8 

parties have signed it.  We have applied for a protective order and expect the Commission to 9 

issue it shortly.  We expect this process to take 2-3 business days, at most.  Finally, we 10 

expect to deliver the remainder of the MFRs to all parties on or before April 15, 2008. 11 

Q. How do you organize the remainder of your testimony? 12 

A. After this introduction, we have five sections: 13 

• Section II: Monet Model; 14 

• Section III: Monet Updates and Model Changes; 15 

• Section IV: Load Forecast; 16 

• Section V: Comparison with 2009 UE 197/198 NVPC Forecast; and 17 

• Section VI: Qualifications. 18 
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II. Monet Model 

Q. How did PGE forecast its NVPC for 2010? 1 

A. As in previous dockets, we used our power cost forecasting model, called “MONET” (or 2 

Monet). 3 

Q. Please briefly describe Monet. 4 

A. We built this model in the mid-1990s and have since incorporated several refinements.  In 5 

brief, Monet models the hourly dispatch of our generating units.  Using data inputs, such as 6 

forecasted load and forward electric and gas curves, the model minimizes power costs by 7 

economically dispatching plants and making market purchases and sales.   8 

  Monet dispatches PGE resources to meet customer loads based on the principle of 9 

economic dispatch.  Generally, any plant is dispatched when it is available and its dispatch 10 

cost is below the market electric price, subject to operational constraints, such as minimum 11 

unit commitment times.  Given thermal output, expected hydro and wind generation, and 12 

contract purchases and sales, Monet fills any resulting gap between total resource output and 13 

PGE’s retail load with market purchases (or sales) priced at the forward market price curve. 14 

Q. How does PGE define NVPC? 15 

A. NVPC include wholesale (physical and financial) power purchases and sales (“purchased 16 

power” and “sales for resale”), fuel costs, and other costs that generally change as power 17 

output changes.  PGE records its net variable power costs to FERC accounts 501, 547, 555, 18 

565, and 447.  We include some fixed power costs, such as excise taxes and transportation 19 

charges, because they relate to fuel used to produce electricity.  We “amortize” these 20 

fuel-related costs even though, for purposes of FERC accounting, they appear in a balance 21 

sheet account (FERC 151).  We also exclude some variable power costs, such as variable 22 
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operation and maintenance costs (O&M), because they are already included elsewhere in 1 

PGE’s accounting.  However, variable O&M is used to determine the economic dispatch of 2 

our thermal plants.  The “net” refers to net of forecasted wholesale sales. 3 

Q. Has PGE provided additional information on Monet in other dockets? 4 

A. Yes.  PGE Exhibit 100 in our 2008 Annual Update Tariff filing (UE 192), PGE Exhibit 100 5 

in our 2006 Resource Valuation Mechanism filing (UE 172), and PGE Exhibit 400 in our 6 

2007 test year general rate case (UE 180) describe Monet in greater detail.  We have also 7 

held informal workshops for parties to understand several aspects of Monet.  8 

Q. Do the MFRs provide even more detailed information regarding the inputs to Monet? 9 

A. Yes.  The MFRs provide detailed work papers supporting the inputs used to develop this 10 

initial forecast of 2010 NVPC. 11 
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III. Monet Updates and Model Changes 

Q. What updates are allowed under PGE’s Schedule 125, Annual Power Cost Update 1 

(AUT) Tariff? 2 

A. Schedule 125 states that the following updates are allowed in AUT filings: 3 

• Forced Outage Rates based on a four-year rolling average; 4 

• Projected planned plant outages; 5 

• Forward market prices for both gas and electricity; 6 

• Projected loads; 7 

• Contracts for the purchase or sale of power and fuel; 8 

• Changes in hedges, options, and other financial instruments used to serve retail load; 9 

and 10 

• Transportation contracts and other fixed transportation costs. 11 

Q. Which of these updates do you include in this initial filing? 12 

A. We include all of the adjustments listed and address significant items below.   13 

Q. Did you include any Biglow Canyon Phase 2 costs in the 2010 AUT NVPC? 14 

A. Yes.  We include costs for BPA tariff integration, royalty payments, an imbalance premium, 15 

and day-ahead forecast error estimate, which total $7.1 million in the 2010 forecast.  We 16 

also include Biglow Canyon Phase 2 in operating reserve calculations. 17 

Q. Are the NVPC for Biglow Canyon Phase 2 comparable to the costs approved for 18 

Phase 1? 19 

A.  Yes.  The BPA tariff integration, royalty payments, imbalance premium, and day-ahead 20 

forecast estimate for Phase 1 are approximately $6 million. 21 
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Q. What is the basis for your forecast of royalty payments related to Phase 2 of Biglow 1 

Canyon? 2 

A. PGE has contracts with the Biglow Canyon land owners and original site developer, Orion 3 

Energy, LLC.  These contracts specify royalty payments based on a contractual value of 4 

energy multiplied by the developer/landowner royalty percentage.  The annual royalty 5 

payment is the product of four factors: the contractual base power price ($34.3/MWh), an 6 

inflation index escalator, the annual plant generation in MWh, and the developer/landowner 7 

royalty percentage. 8 

Q. Did you use this same approach in UE 197 related to Biglow Canyon Phase 1? 9 

A. Yes, it is the same approach, but the royalty percentage is different for Biglow Canyon 10 

Phase 2. 11 

Q. What impact does Biglow Canyon Phase 2 have on 2010 power costs? 12 

A. Biglow Canyon Phase 2 reduces 2010 NVPC by approximately $15.4 million.  This is the 13 

result of lower net market purchases and sales ($19.8 million), lower wheeling cost ($2.3 14 

million), and lower WECC incremental reserves cost ($0.4 million).  As we noted above, 15 

new variable costs for Biglow Canyon Phase 2 are approximately $7.1 million.  Confidential 16 

PGE Exhibits 101C and 102C are the Monet output files with and without Biglow Canyon 17 

Phase 2. 18 

Q. Do any of the stipulated items from UE 197/198 impact the 2010 NVPC? 19 

A. Yes, five items impact the 2010 NVPC.  First, the Boardman Simulator forced outage rate 20 

benefit has been included and was modeled in a manner consistent with the UE 198 21 

Stipulation.  Second, PGE included two-thirds of the 2009 annual Super Peak extrinsic value 22 

because the contract is only in effect for 2 months rather than 3 months.  Third, in the 23 



UE ___ / PGE / 100 
Niman – Tinker / 8 

 

UE ___ Annual Update Tariff For 2010 – Direct Testimony 

UE 198 Stipulation, parties agreed that the projection for non-running station service 1 

(NRSS) costs for Colstrip Units 3 and 4 should be removed from Monet for 2009.  However, 2 

NRSS for all other thermal generating plants remained as in the UE 198 final filing.  The 3 

parties further agreed that PGE can propose a modification for Colstrip NRSS in the 2010 4 

AUT proceeding; however, we did not include Colstrip NRSS in this filing.  For 2010, we 5 

extended the NRSS modeling for our other thermal plants, excluding Colstrip.  We did not 6 

update the parameters, such as the NRSS power draw in megawatts when the plant is down.  7 

Finally, the wind day-ahead forecast error estimate and the Boardman heat rate remain at the 8 

values agreed to in UE 197/198. 9 

Q. Has PGE incorporated changes to the inputs to Monet in the 2010 NVPC estimates? 10 

A. Yes.  Changes made to the inputs to Monet model are as follows: 11 

• Mercury Sorbent chemical costs have been added to Colstrip coal costs.  The 12 

chemicals cost approximately $1.20 per ton, or $0.74/MWh of generation. 13 

• PGE’s BPA IR contracts will expire on December 31, 2009.  We assume that in 2010 14 

these contracts are converted to Point-to-Point (PTP) contracts.  However, PGE was 15 

recently contacted by BPA and there is a possibility that these contracts may be 16 

renegotiated.  If a renegotiation is successful, PGE will include them in our Monet 17 

update.  18 

• PGE has also included a 1-year amortization of the 2007 GRC gas transportation 19 

deferral (UM 1290, Order No. 07-452), returning approximately $3.25 million to 20 

customers in 2010.  21 

• For net ancillary services sales revenues, we base our 2010 forecast of $0.6 million on 22 

actual 2008 sales of reserves to the California Independent System Operator (Cal-23 
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ISO), net of grid management charges imposed by the Cal-ISO on those sales.  1 

According to Schedule 126, NVPC shall be adjusted as needed to comply with 2 

Commission Order No. 07-015 that states that ancillary services, the revenues from 3 

sales as well as the costs from the services, should be taken into account in the 4 

mechanism. 5 

Q. Are any of PGE’s capacity contracts expiring? 6 

A. Yes.  PGE has one contract with PacifiCorp Power Marketing (PPM) that expires in 2010. 7 

The PPM Winter Super-peak contract, which was in effect for the months of December 8 

through February, will expire at the end of February 2010.  This capacity shortfall will be 9 

analyzed in PGE’s Integrated Resource Plan. 10 

Q. Overall, have the 2010 four-year rolling average forced outage rates maintained or 11 

improved compared to those for 2009? 12 

A. Yes.  The majority of PGE’s thermal units have maintained, or improved their four-year 13 

averages for 2010.  Table 1 below compares the 2009 and 2010 four-year averages used in 14 

our Monet modeling.  The 2010 rate for Boardman and Colstrip Units 3 and 4 have 15 

decreased by about 1-1.5% from 2009.  The outage rates for Coyote Springs, Port 16 

Westward, and Beaver Unit 8 have remained constant.  The forced outage rate for Beaver 17 

Units 1-7 increased 6.7 percentage points due to additional forced maintenance hours on 18 

Unit 6 in 2008.  We updated forced outage rates based on actual 2005-2008 operating data 19 

for Boardman, Colstrip, Coyote Springs, and Beaver Units 1-7.  We used the same 5.0% 20 

forced outage rate for Port Westward from UE 197, because this plant has only a year and a 21 

half of operating history. 22 
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Table 1 
Four-Year Rolling Average Forced Outage Rate – Thermal Units 

 

Unit 2009 2010 
Boardman 10.7% 9.9% 
Colstrip Unit 3 7.9% 6.3% 
Colstrip Unit 4 7.9% 6.3% 
Coyote Springs  1.3% 1.3% 
Beaver Units 1-7 17.9% 24.6% 
Beaver Unit 8 36.4% 36.4% 
Port Westward 5.0% 5.0% 
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IV. Load Forecast 
 

Q. Please summarize PGE’s forecast for its 2010 retail load. 1 

A. Table 2 below summarizes actual and forecast deliveries to various customer groups from 2 

2007 through 2010 in million kWh at average weather conditions. 3 

Table 2 
Retail Deliveries: 2007 – 2010 

(Million kWh, average weather) 
 

 2007 
Actual 

2008 
Actual 

(UE 197/198) 
2009 Forecast 

Current 
2009 Forecast 

(UE__)2010 
Forecast 

Residential 7,619 7,692 7,655 7,586 7,570 
General Service 7,683 7,649 7,785 7,566 7,568 
Industrial 4,137 4,259 4,663 4,309 4,393 
Lighting 108 110 111 111 113 
Total Retail 19,547 19,710 20,214 19,572 19,644 
      

  * The 2007 and 2008 Actual loads are weather adjusted. 

 
Q. Does the 2010 forecast include all loads? 4 

A. Yes.  The forecast includes both PGE cost-of-service loads and deliveries of energy to 5 

customers under Schedules 483/489.  We sometimes refer to these deliveries as 6 

“non-cost-of-service” loads. 7 

Q. Does the 2010 cost-of-service load forecast assume that certain long-term, opt-out 8 

customers return to a cost-of-service rate? 9 

A. Yes.  Under Schedules 483/489, large commercial and industrial customers have an option 10 

to receive electric service from an Energy Service Supplier for a period of 3 years.  Those 11 

who choose this option are referred to as “opt-out” customers. Since some of those terms are 12 

ending in 2009, the 2010 cost-of-service load forecast assumes that approximately 140 MWa 13 

of opt-out load returns to a cost-of-service rate. 14 

Q. What happens if these customers (or other eligible customers) select a long-term, 15 

opt-out program in September? 16 
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A. PGE will reduce the 2010 cost-of-service load forecast accordingly, as specified in 1 

Schedule 125. 2 

Q. How does the 2010 forecast differ from the UE 197/198 forecast? 3 

A. Table 2 shows PGE’s historical weather-adjusted retail deliveries for 2007 and 2008, the UE 4 

197/198 forecast for 2009, and our current forecast for 2009 and 2010.  The total deliveries 5 

for all retail customers were 19,547 million kWh in 2007 and 19,710 million kWh in 2008. 6 

In UE 197/198, we projected total deliveries of 20,214 million kWh for 2009 and we 7 

currently project 19,572 million kWh for 2009 and 19,644 million kWh for 2010 under 8 

average weather conditions.  Our forecast for 2010 loads is 2.8% lower than the forecast 9 

used to set rates in UE 197/198 for 2009 but is essentially flat from our current forecast of 10 

2009 loads.  11 

  We applied the same model and input assumptions that drive the UE 197/198 delivery 12 

forecast to develop our 2010 delivery forecast.  PGE Exhibit 1200 in Docket UE 180 13 

(particularly pages 7 and 9) explains the estimation procedures in detail.   14 

Q. What load do you use in your 2010 test year power cost forecast? 15 

A. The load listed in Table 2 represents total system load at the customer meter and is used to 16 

calculate rates.  The load used to generate power costs with Monet is based on 17 

cost-of-service load (i.e., total system load less Schedule 483/489 and less market price 18 

option load), as shown below in Table 3. 19 

Table 3 
Total Retail Deliveries by Cost of Service Rates & Schedule 483/494: 2010 

(Cycle Month Energy in million kWh) 
 

Cost of Service Load 19,235.8 
Schedules 483/489 401.8 
Market Price Options                6.7 
Total System Load 19,644.3 
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Q. The Cost-of-Service load in Table 3 is at the customer meter.  What is the 1 

corresponding busbar load? 2 

A. The busbar load is 2,362 MWa, or 20,689,300 MWh (or 20,689.3 million kWh).  This load 3 

is the basis for the hourly Monet load input data. 4 
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V. Comparison with 2009 UE 197/198 NVPC Forecast 

Q. Please restate your initial 2010 NVPC forecast. 1 

A. The initial forecast is $830.7 million including Biglow Canyon Phase 2.  Without Biglow 2 

Canyon Phase 2 the forecast is $846.1 million.  3 

Q. How does the 2010 forecast (including Biglow Canyon Phase 2) compare with the UE 4 

197/198, 2009 forecast approved in Commission Order Nos. 08-601 and 08-505?   5 

A. Based on PGE’s final updated Monet run for the 2009 test year, the 2009 forecast was 6 

$848.4 million, or $42.41 per MWh.  The 2010 forecast is $830.7 million, or $40.15 per 7 

MWh3, approximately $2.26/MWh lower. 8 

Q. What are the primary factors that explain the decrease in the 2010 forecast of 9 

$830.7 million versus the UE 197/198 forecast of $848.4 million? 10 

A. As Table 1 demonstrates, the approximate $18 million decrease is due to several factors: 11 

Table 1 
Factors in Power Cost Differences ($Million) 

Element Effect 
Hydro Cost and Performance  $8 
Coal Cost and Performance   -4 
Gas Cost and Performance  -26 
Wind Cost and Performance -10 
Contract and Market Purchases 16 
Market Purchases for Cost of Service Load Increase 28  
Lower Market Purchase Price -29 
Other (Net) -1   
Total  -$18 

 
  PGE expects less hydro production primarily due to the renewal of the Wanapum 12 

agreement being effective for the entire year of 2010. The old Wanapum contract is in place 13 

for ten months of 2009 (January through October), while in 2010 the renewed contract, with 14 

its lower PGE share, is in place for the entire year. This lower hydro production necessitates 15 

additional market purchases.  Coal-generated output increases in 2010 because of two 16 
                                                 
3 These calculations are based on bus-bar cost-of-service load and include the fact that the 2010 cost-of-service load 
forecast is 78 MWa (2,362 MWa – 2,284 MWa) higher than the 2009 cost-of-service load forecast. 
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factors: shorter planned maintenance outages at both Boardman and Colstrip, and reduced 1 

thermal plant forced outage rates.  In addition to increased output leading to higher coal 2 

costs, coal costs at Colstrip are higher due in large part to increased mining costs and costs 3 

for the addition of mercury control chemicals.  The cost of gas-generated production 4 

decreases is due to reduced output, lower gas forward price curves, and the effect of mark-5 

to-market gas financial hedge contracts.  Contract costs for 2010 are higher on a per MWh 6 

basis, and more market purchases are needed to offset a lesser quantity of contract MWh.  7 

Market purchases in 2010 are expected to be significantly less costly than in 2009 on a per 8 

MWh basis due to lower forward electric price curves.  Market purchases are also necessary 9 

to serve the approximate 78 MWa increase in cost-of-service loads from 2009 to 2010. 10 

Q. Does PGE rely more on financial markets, rather than the physical market, to hedge 11 

its open electric position? 12 

A. Yes.  During the last year, the market has witnessed a profound change in the trading of term 13 

power products, increasing PGE’s volume of financial transactions for 2010 and beyond. 14 

Previously, the majority of traded power products were physical in nature (i.e., an agreement 15 

to deliver a specified amount of power over a specified time period).  More recently, the 16 

market has emerged as an all-financial term power market and has shifted PGE’s power 17 

purchases from fixed-price physical transactions to fixed/index-price financial swaps 18 

coupled with physical index-price purchases.  19 

Q. What benefits transpired with the development of the financial markets? 20 

A. A robust financial market has allowed non-traditional entities to participate in the market. 21 

The entrance of these participants initially provided more liquidity and better price 22 

discovery.  Credit issues also became simplified as Intercontinental Exchange (ICE) or an 23 
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over-the-counter broker can clear transactions.  The alleviation of counter-party credit 1 

concerns led to better capitalized participants.  However, the improvement in market 2 

liquidity was temporary. 3 

Q. As the U.S. economy rapidly entered into a deep and prolonged recession, how have the 4 

credit markets been affected by the current recession? 5 

A. The bankruptcy of Lehman Brothers in mid-September 2008 with the subsequent collapse of 6 

short-term credit markets removed substantial liquidity from the term power market. 7 

Counterparties refused to deal directly because of credit concerns.  Transactions that 8 

normally would have been done on a bi-lateral basis were now cleared through exchanges 9 

such as ICE.   10 

Q. What impact has this had on the volume of transactions in the market? 11 

A. The volume of market transactions fell dramatically and even ICE reported significantly 12 

reduced earnings for the fourth quarter, 2008 as the volume of cleared transactions fell.  13 
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VI. Qualifications 

Q. Mr. Niman, please describe your qualifications. 1 

A. I received a Bachelor of Science degree in Mechanical Engineering from Carnegie-Mellon 2 

University and a Master of Science degree in Mechanical Engineering from the California 3 

Institute of Technology.  I am a registered Professional Mechanical Engineer in the state of 4 

Oregon. 5 

  I have been employed at PGE since 1979 in a variety of positions including: Power 6 

Operations Engineer, Mechanical Engineer, Power Analyst, Senior Resource Planner, and 7 

Project Manager before entering into my current position as Manager, Financial Analysis in 8 

1999.  I am responsible for the economic evaluation and analysis of power supply including 9 

power cost forecasting, new resource development, least-cost planning, and avoided cost 10 

estimates.  The Financial Analysis group supports the Power Operations, Business Decision 11 

Support, and Rates & Regulatory Affairs groups within PGE.  12 

Q. Mr. Tinker, please state your educational background and experience. 13 

A. I received a Bachelor of Science degree in Finance and Economics from Portland State 14 

University in 1993 and a Master of Science degree in Economics from Portland State 15 

University in 1995.  In 1999, I obtained the Chartered Financial Analyst (CFA) designation.  16 

I have worked in the Rates and Regulatory Affairs department since 1996. 17 

Q.  Does this conclude your testimony? 18 

A. Yes. 19 
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I. Introduction and Summary  

Q. Please state your name and position. 1 

A. My name is Marc Cody.  I am a Senior Analyst in the Pricing and Tariffs Department.  My 2 

qualifications are listed in Section V. 3 

Q. What is the purpose of your testimony? 4 

A. This testimony describes the following: 5 

• The estimated price impacts from this filing as well as other price changes 6 

anticipated to occur on January 1, 2010. 7 

• The calculation of the Schedule 125 prices. 8 

• The calculation of the changes in the system usage charges for Schedules 83 and 89 9 

(as well as their direct access equivalents) based on estimates of load returning to 10 

Cost of Service (COS) pricing from multi-year direct access. 11 

 PGE will file the final Schedule 125 rates incorporating the final updates to Net Variable 12 

Power Costs on November 16.  PGE will also file the new system usage charges for 13 

Schedules 83 and 89 on November 16. 14 
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II. Estimated Rate Impacts 

Q. What base rate changes do you anticipate to occur on January 1, and what are their 1 

cumulative impacts? 2 

A. Table 1 below summarizes the COS base rate impacts for 2010 for selected Schedules.  3 

These estimates contain not only the projected $46.8 million reduction in Schedule 125 4 

prices, but also the $41.3 million revenue requirement associated with Schedule 122 5 

Renewable Resources Automatic Adjustment Clause and changes in System Usage Charges 6 

resulting from projected load returning to COS pricing from Schedules 483 and 489.  These 7 

estimates are preliminary and subject to change due to among other items, market electric 8 

and gas prices, and the potential for large changes in projected COS loads resulting from the 9 

multi-year direct access window in September.  The 2010 load forecast used to develop 10 

these estimated impacts includes the loads of those customers on the three-year optout 11 

option contained in Schedules 483 and 489 who are eligible to return to COS in 2010. 12 

Table 1 
Estimated Base Rate Impacts 

 

Schedule Rate Impact 
Sch 7 Residential -0.3% 
Sch 32 Small Non-residential -0.3% 
Sch 83 Secondary -4.2% 
Sch 83 Primary -4.4% 
Sch 89 Secondary -4.4% 
Sch 89 Primary -4.8% 
Sch 89 Subtransmission -5.1% 
Overall -2.1% 

 
 
Q. What other price changes do you expect to occur on January 1, 2010? 13 

A. In addition to the changes in Schedule 122, I anticipate changes in Schedule 126 Annual 14 

Power Cost Variance Mechanism, and Schedule 105 Regulatory Adjustments.  I expect that 15 

Schedule 126 will be set to zero from the current level of a credit of 1.10 mills/kWh and 16 
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Schedule 105 will capture the amortization of miscellaneous deferrals.  Updated estimates of 1 

these price changes will be provided later in this proceeding. 2 
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III. Calculation of Schedule 125 Prices 

Q. Please describe how you calculated the Schedule 125 amount. 1 

A. I determined the Schedule 125 amount by comparing the projection of 2010 Net Variable 2 

Power Costs (NVPC) to the amount of NVPC that is recovered through the combination of 3 

our current energy prices adjusted to exclude fixed generation cost recovery, multiplied by 4 

the 2010 load forecast by schedule (the resulting revenues I reference as NVPC revenues).  5 

The difference between NVPC and NVPC revenues constitutes the Change in NVPC.  This 6 

amount, either positive or negative is multiplied by 1.0337 to account for revenue sensitive 7 

costs such as uncollectibles and franchise fees.  Page 1 of PGE Exhibit 202 provides a 8 

summary of the Schedule 125 amount of ($46.8) million and how it is spread to the 9 

respective schedules.  Also included on page 1 are the proposed Schedule 125 prices. 10 

Q. Please provide a more detailed description of how you calculate the NVPC revenues. 11 

A. Page 2 of PGE Exhibit 202 demonstrates the calculation.  I start with the tariff energy prices 12 

for each schedule and remove the portion of these energy prices that recovers the UE 197 13 

fixed generation costs.  I then multiply these prices by the respective energy billing 14 

determinants to calculate the amount of NVPC projected to be recovered for the 2010 test 15 

period.  For 2010 I project NVPC revenues of $875.9 million.  This amount is carried over 16 

to Page 1 of PGE Exhibit 202 in order to calculate the Schedule 125 amount. 17 

Q. Please describe how you allocate the Schedule 125 amount to each rate schedule and 18 

how you calculate the Schedule 125 price. 19 

A. I allocate and price the Schedule 125 amount consistent with Special Condition 1 of 20 

Schedule 125 which states the following: 21 

  Costs recovered through this schedule will be allocated to each schedule using 22 
the applicable schedule’s forecasted energy based on the basis of an equal 23 
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percent of generation revenue applied on a cents per kWh basis to each 1 
applicable rate schedule. 2 

 
Q. Where can I find the calculation of the basis of the Schedule 125 allocations, the 2010 3 

Base Generation Revenues? 4 

A. I present this calculation, which is simply the 2010 projected energy billing determinants 5 

times the tariff energy price on page 2 of PGE Exhibit 202. 6 
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IV. Changes in Schedule 83 and 89 System Usage Charges 

Q. Why are you proposing to change the System Usage Charges for Schedules 83/483/583 1 

and 89/489/589? 2 

A. I propose to change the System Usage Charges for these schedules in accordance with 3 

Special Conditions 1-3 of Schedule 129 Long-Term Transition Adjustment.  These Special 4 

Conditions specify the manner in which PGE trues-up year-to-year changes in both 5 

Schedule 129 transition adjustments and fixed generation contributions from changes in 6 

Schedules 483 and 489 levels of participation.  These trued-up amounts are recovered or 7 

refunded by adjusting the appropriate System Usage charges for Schedules 83/483/583 and 8 

89/489/589. 9 

Q. What is the purpose of the Special Conditions contained in Schedule 129? 10 

A. As mentioned above, the Special Conditions true-up the differences in fixed generation cost 11 

allocations from our most recent general ratecase (UE 197) and Schedule 129 transition 12 

adjustment transfer payments that occur due to multi-year COS optout Schedules 483 and 13 

489.  Because PGE’s rate making is generally done on a single calendar year test-period 14 

basis, the multi-year COS optout and the accompanying Schedule 129 Long-Term 15 

Transition Cost Adjustment creates unique ratemaking issues. 16 

Q. What is the amount of Schedule 129 Long-Term Transition Adjustment you project 17 

for 2010 and what are the ramifications for customers? 18 

A. Presuming that all eligible load returns to COS pricing, I project that the Schedule 129 19 

amount paid to multi-year direct access customers will be approximately $3.6 million.  This 20 

translates to a volumetric recovery rate of 0.35 mills/kWh for applicable customers.  The 21 

current Schedule 129 recovery rate embedded in the system usage charges of applicable 22 
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customers is 1.78 mills/kWh; therefore, customers should see a decrease in their system 1 

usage charges should all eligible multi-year direct access load return to COS pricing.  The 2 

converse may also apply should a number of large customers choose to receive service 3 

under Schedules 483 and 489 for 2010 and should the Schedule 129 transition adjustment be 4 

a credit.  This could cause the Schedule 129 amount paid to customers in 2010 to exceed 5 

that which is embedded in current rates. 6 

Q. What is the amount of fixed generation true-up you project for 2010? 7 

A. Should all eligible load return to COS pricing, I estimate a $19.4 million increase in fixed 8 

generation revenues.  Of this amount I propose to pass through to customers $18.0 million as 9 

a reduction to applicable customers’ System Usage Charges.  Below, I discuss why I do not 10 

propose to pass through the full amount of the true-up.   11 

Q. Have you prepared an exhibit that summarizes the potential changes to the system 12 

usage charges based on the true-ups? 13 

A. Yes.  Page 1 of PGE Exhibit 203 presents the current System Usage Charge, the portion of 14 

the current charge unrelated to Schedule 129, the 2010 proposed true-ups, and the resulting 15 

2010 System Usage Charge.  Given the presumption of eligible load returning to COS 16 

pricing, the 2010 system usage charge would be greatly reduced for eligible customers.  The 17 

final determination of the changes in the System Usage Charge will depend on customer 18 

elections during the September 2009 enrollment window. 19 

Q. Have you prepared exhibits that demonstrate how you calculate the true-up amounts? 20 

A. Yes.  Page 2 of PGE Exhibit 203 details the calculation of the 2010 Schedule 129 transition 21 

amount recovery and the resulting price of 0.35 mills/kWh.  This amount is considerably 22 

lower than the current UE 197 Schedule 129 recovery amount of 1.78 mills/kWh. 23 
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Q. Please explain how you calculate both the increase in fixed generation revenues and the 1 

amount of the reduction in eligible customers’ System Usage Charges. 2 

A. In order to calculate the increase in fixed generation revenues, I simply multiply the 3 

estimated returning load by the factors contained in Special Condition 3 of Schedule 129.  I 4 

note that these factors will need to be updated for the prices resulting from a Commission 5 

Order in PGE’s UE 204 docket.  I pass less than the full amount of fixed generation 6 

revenues through to the System Usage Charges because Special Condition 2 of Schedule 7 

129 requires that “the adjustment to the System Usage Charge resulting from changes in 8 

fixed generation revenues shall not result in a rate increase or decrease to Schedules 83 or 89 9 

of more than 2 percent.”  This 2% limit was stipulated in UE 197 and incorporated into 10 

Order No. 09-020. 11 

Q. Can you please demonstrate how you calculated the appropriate amount of fixed 12 

generation revenues to be passed through to eligible customers? 13 

A. I first calculated the current base rate revenues for Schedule 83 and 89 customers and then 14 

calculated the overall mills/kWh for both schedules.  I then calculated the proposed 15 

Schedule 125 prices as well as the Schedule 125 prices that would prevail if the returning 16 

load remains on Schedules 483 and 489.  The latter calculation is consistent with Special 17 

condition 2 of Schedule 129 that states: “For purpose of calculating the percent change in 18 

rates, Schedule 125 prices with and without the increased/decreased Schedules 483 and 489 19 

participating load will be determined.”  From the calculated mills/kWh of the case of 20 

customers remaining on Schedules 483 and 489, I simply calculated an amount of allowable 21 

decrease.  Any amount of fixed generation adjustment that causes the overall mills/kWh to 22 

exceed the 2% limitation is not passed through to eligible customers through their System 23 
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Usage Charges.  PGE Exhibit 203 contains the detailed calculations of the 2% limitation and 1 

the estimated NVPC and NVPC revenues that would occur should the projected Schedule 2 

483 and 489 returning load remain on multi-year direct access. 3 
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V. Qualifications of Witness 

Q. Mr. Cody, please state your educational background and qualifications. 1 

A. I received a Bachelor of Arts degree and a Master of Science degree from Portland State 2 

University.  Both degrees were in Economics.  The Master of Science degree has a 3 

concentration in econometrics and industrial organization. 4 

  Since joining PGE in 1996, I have worked as an analyst in the Rates and Regulatory 5 

Affairs Department.  My duties at PGE have focused on cost of capital estimation, marginal 6 

cost of service, rate spread and rate design. 7 

Q. Does this complete your testimony? 8 

A. Yes. 9 
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Portland General Electric Company Second Revision of Sheet No. 125-1 
P.U.C. Oregon No. E-18 Canceling First Revision Sheet No. 125-1 
 
 

SCHEDULE 125 
ANNUAL POWER COST UPDATE 

 
PURPOSE 
 
The purpose of this adjustment schedule is to define procedures for annual rate revisions due to 
changes in the Company’s projected Net Variable Power Costs (the Annual Power Cost 
Update).  This schedule is an “automatic adjustment clause” as defined in ORS 757.210(1), and 
is subject to review by the Commission at least once every two years. 
 
APPLICABLE 
 
To all bills for Electricity Service served under the following rate schedules 7, 15, 32, 38, 47, 49, 
75, 83, 87, 89, 91, 92, 93 and 94. 
 
NET VARIABLE POWER COSTS 
 
Net Variable Power Costs (NVPC) are the power costs for energy generated and purchased.  
NVPC are the net cost of fuel, fuel transportation, power contracts, transmission/wheeling, 
wholesale sales, hedges, options and other financial instruments incurred to serve retail load. 
 
RATES 
 
This adjustment rate is subject to increases or decreases, which may be made without prior 
hearing, to reflect increases or decreases, or both, in NVPC. 
 
ANNUAL UPDATES 
The following updates will be made in each of the Annual Power Cost Update filings: 

• Forced Outage Rates based on a four-year rolling average. 
• Projected planned plant outages. 
• Forward market prices for both gas and electricity. 
• Projected loads. 
• Contracts for the purchase or sale of power and fuel. 
• Changes in hedges, options, and other financial instruments used to serve retail load. 
• Transportation contracts and other fixed transportation costs. 
• No other changes or updates will be made in the annual filings under this schedule. 

 
CHANGES IN NET VARIABLE POWER COSTS 
 
Changes in NVPC for purposes of rate determination under this schedule are the projected 
NVPC as determined in the Annual Power Cost Update less the NVPC revenues that would 
occur at the NVPC prices determined in the Company’s most recent general rate case, adjusted 
for a revenue sensitive cost factor of 1.0337. 
 
 
 
 
  
Advice No. 09-__ 
Issued   Effective for service 
Maria M. Pope, Senior Vice President on and after   

UE ___ / PGE Exhibit / 201 
Cody / 1



 
Portland General Electric Company Fourth Revision of Sheet No. 125-2 
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SCHEDULE 125 (Continued) 
 
FILING AND EFFECTIVE DATE 
 
On or before April 1st of each calendar year, the Company will file estimates of the adjustments 
to its NVPC to be effective on January 1st of the following calendar year. 
 
On or before October 1st of each calendar year, the Company will file updated estimates with 
final planned maintenance outages, final load forecast, updated projections of gas and electric 
prices, power, and fuel contracts. 
 
On November 15th, the Company will file the final estimate of NVPC and will calculate and file 
the final change in NVPC to be effective on the next January 1st with: 1) projected market 
electric and fuel prices based on the average of the Company’s internally generated projections 
made during the period November 1st through November 7th, 2) load reductions from the 
October update resulting from additional participation in the Company’s Long-Term Cost of 
Service Opt-out that occurs in September, 3) new market power and fuel contracts entered into 
since the previous updates, and 4) the final planned maintenance outages and load forecast 
from the October 1st filing. 
 
RATE ADJUSTMENT 
 
The rate adjustment will be based on the Adjusted NVPC less the NVPC revenues that would 
occur at the NVPC prices determined in the Company’s most recent general rate case applied 
to forecast loads used to determine changes in Net Variable Power Costs.  NVPC prices are 
defined as the price component that recovers the level of NVPC from the Company’s most 
recent general rate case contained in each Schedule’s Cost of Service energy prices. 
 
ADJUSTMENT RATES 

 Part A 
Schedule   ¢ per kWh 
  7  -0.247 
15  -0.229 
32  -0.247 
38 Large Nonresidential  -0.246 
47  -0.229 
49  -0.230 
75 Secondary  -0.246 (1) 

 Primary   -0.235 (1) 
 Subtransmission -0.227 (1) 

83 Secondary  -0.245 
 Primary   -0.237 

87 Secondary  -0.246 
 Primary   -0.235 
 Subtransmission -0.227 

  
(1) Applicable only to the Baseline and Scheduled Maintenance Energy.  
 
 
  
Advice No. 09-__ 
Issued   Effective for service 
Maria M. Pope, Senior Vice President on and after   

UE ___ / PGE Exhibit / 201 
Cody / 2



 
Portland General Electric Company Fourth Revision of Sheet No. 125-3 
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SCHEDULE 125 (Concluded) 
 
ADJUSTMENT RATES (Continued) 
 

 Part A 
Schedule   ¢ per kWh 
 89 Secondary  -0.246 

 Primary   -0.235 
 Subtransmission -0.227 

 91  -0.229 
 92  -0.240 
 93  -0.245 
 94  -0.240 

 
SPECIAL CONDITIONS 
 
1. Costs recovered through this schedule will be allocated to each schedule using the 

applicable schedule’s forecasted energy on the basis of an equal percent of generation 
revenue applied on a cents per kWh basis to each applicable rate schedule. 
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