/P Portland General Electric Company

G E 121 SW Salmon Street ® Portland, Oregon 97204
\ PortlandGeneral.com

November 18, 2016

Public Utility Commission of Oregon
Attn: Filing Center

201 High St SE, Suite 100

P.O. Box 1088

Salem, OR 97308-1088

RE: Stipulation, attachments and supporting testimony resolving all issues in
consolidated dockets UM 1789, UE 311 and UP 344, and Advice No. 16-11

Revised Schedule 149 Environmental Remediation Cost Recovery Adjustment

Portland General Electric Company (“PGE”) submits a Stipulation with the Staff of the
Public Utility Commission of Oregon, the Citizens’ Utility Board and the Industrial
Customers of the Northwest Utilities, as well as Attachments and Supporting Testimony
that resolves all issues in consolidated Dockets UM 1789, UE 311 and UP 344.

Pursuant to that Stipulation, PGE submits this revised Advice No. 16-11 filing pursuant
to Oregon Revised Statutes (ORS) 757.210 and Oregon Administrative Rule (OAR)
860-022-0025 for filing proposed tariff sheets associated with Tariff P.U.C. No. 18,
effective upon Commission Order:

Sheet Nos. 149-1 through sheet Nos. 149-7

Should you have any questions or comments regarding this filing, please contact Stefan
Brown at (503) 464-8937.

Please direct all formal correspondence and requests to the following email address
pge.opuc.filings@pgn.com

Sincerely%ﬂ)m/
er
Director, Regulatory Policy & Affairs

Enclosures
cc: UE 294 Service List



BEFORE THE PUBLICi UTILITY COMMISSION

OF OREGON

UM 1789, UE 311, UP 344

In the Matter of

PORTLAND GENERAL ELECTRIC
COMPANY,

Application to Defer Revenues and Costs
Related to the Environmental Remediation
Costs Recovery Adjustment,

Schedule 149 (UM 1789);
Schedule 149, Environmental Remediation
Costs Recovery Adjustment (UE 311);
and

Application for Approval of Sale of Harborton

Restoration Project Property (UP 344).

This Stipulation (“Stipulation™) is among Portland General Electric Company (“PGE”),
Staff of the Public Utility Commission of Oregon (“Staft”), the Citizens’ Utility Board of

Oregon, (“CUB”) and the Industrial Customers of Northwest Utilities (“ICNU”) (collectively,

STIPULATION

the “Parties”). There are no other parties in this docket.

I. BACKGROUND

On July 15, 2016, PGE made three filings:

(1) Advice No. 16-11, Schedule 149, (docketed as UE 311), seeking adoption of PGE’s

proposed Portland Harbor Environmental Remediation Account (“PHERA”);

(2) Application for Deferral of Revenues and Costs eligible for inclusion in the PHERA

(docketed as UM 1789), seeking deferral of costs and revenues under the PHERA; and
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(3) Application for Sale of Harborton Restoration Project Property (docketed as UP
344), seeking authorization to place a deed restriction on the Harborton property for the purpose
of restoring and enhancing approximately 62 acres of the overall property (the “Harborton
Restoration Project™), and approval for PGE to sell Discount Service Acre Year (“DSAY™)
credits that will be created by the Harborton Restoration Project. PGE’s applications in Docket
Nos. UE 311, UM 1789, and UP 344 are collectively referred to herein as the “Applications” and
individually as an “Application.”

PGE’s UE 311 Application included testimony and work papers in support of its filing.
On July 18, 2016, the Commission consolidated these three dockets. Staff and intervening
parties subsequently served a significant number of data requests on PGE, and PGE provided
responses. Several workshops were held with the parties prior to PGE’s Applications, and more
workshops were held after the Applications were filed. Staff, CUB, and ICNU each filed
testimony in these consolidated dockets on September 30, 2016. On October 10, 2016, a
workshop was held with the Commissioners, during which PGE responded to questions from the
Commissioners. The other Parties also discussed their testimony regarding these Applications.

The Parties held a Settlement Conference on October 11, 2016. As a result of the
Applications, testimony, discovery responses, and workshops, the Parties have reached
agreement settling all issues in these consolidated dockets. The Parties agree that PGE’s
Applications in each of the consolidated dockets should be granted, subject to the changes and
terms set forth below. Based on the information and estimates regarding expected DSAY
revenues and Harborton Restoration Project costs provided by PGE, the Parties request that the
Commission issue an order adopting this Stipulation. The Parties note that Commission adoption

of this Stipulation does not create any controlling precedent to be applied in any docket or issue
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before the Commission in the future. The Parties reserve the right to explain the rationale behind
individual support of this Stipulation in the supporting testimony.
II. TERMS OF STIPULATION

1. This Stipulation settles all issues in these consolidated dockets.

2. Should a dispute regarding the terms and special conditions of the PHERA and
recovery of applicable environmental remediation costs arise, the “Il. Terms of Stipulation” and
subsequent Commission Order shall control over the revised Schedule 149 submitted herewith as
Appendix B.

3. The PHERA would be effective upon approval by the Commission; however, the
effective date for the eligible deferred environmental remediation costs and revenues would be
July 15, 2016, the date of the filing of PGE’s deferral Application. Such deferred costs and
revenues will flow into the PHERA.

4, The PHERA shall hold Environmental Remediation Costs (“ERC”),
Environmental Remediation Revenues (“ERR”), and costs incurred to develop the Harborton
Restoration Project. Harborton Restoration Project development costs include all costs
associated with the Harborton Restorétion Project development, including but not limited to,
deferred costs incurred as of the filing date of the Deferral Application, development and
construction costs, permitting costs, costs paid to Trustees for participation in the NRD
restoration project, and futﬁre termination-related costs if applicable. Harborton Restoration
Project development costs do not include Harborton Restoration Project O&M costs or potential
Harborton Restoration Project endowment costs.

5. ERC is defined to include all costs PGE incurs, exclusive of Harborton

Restoration Project development costs, for natural resource damages and environmental
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remediation activities in connection with the specific Portland Harbor Superfund Sites (“Portland
Harbor”) and Downtown Reach sites listed in Appendix A, should they be assessed NRD and/or
EPA damages, as well as Harborton Restoration Project O&M costs and endowment costs.

6. ERR is defined as: (1) DSAY revenues net of prudent Harborton Restoration
Project development costs; (2) insurance proceeds; (3) the amount included in base rates for
environmental remediation activities at Portland Harbor or Downtown Reach; (4) the
Schedule 149 tariff revenue; and (5) interest.

7. The PHERA will consist of an argl;uald account (the “PHERA Annual Account™)
and a balancing account (the “PHERA Balanciré Aécount”). The PHERA Annual Account shall
hold only incurred and paid ERC and Harborton Restoration Project developmént costs, and
- received ERR, until completion of the prudence review identified in Paragraph 9. Following
completion of the prudence review, the ERC, ERR, and remaining Harborton Restoration Project
development costs found prudent by the Commission will be transferred to the PHERA
Balancing Account, subject to the applicable terms below.

8. The Parties agree that $3.56 million per year was included in base rates for
environmental remediation-related activities in the Portland Harbor and Downtown Reach in
PGE’s last general rate case. That annual amount will be credited to the PHERA Annual
Account on a monthly baéis, in the amount of $0.2967 million, until PGE’s hext general rate case
when the appropriate amount to be included in rates, if any, will be re-examined. The monthly
credits and costs will begin July 15, 2016, the date of PGE’s deferral Application.'
Correspondingly, ERC, Harborton Restoration Project development costs, and other ERR will

also be included in the PHERA Annual Account as expended or received as the case may be.

! For the month of July 2016, a prorated amount of $0.1627 million shall be credited to the PHERA.
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9. Harborton Restoration Project development costs, ERC and ERR included in the
PHERA Annual Account are subject to a prudence review.

a. By March 15, 2017, and each year thereafter, PGE will request that Staff
review and determine prudence of Harborton Restoration Project development
costs, ERC, and ERR for the prior calendar year. Any other Party to this
Stipulation may perform its own prudence review and request information
from PGE related to Haerrton Restoration Project development costs, ERC,
and ERR pertinent to such review. |

b. PGE’s filing to request prudence review will include a report of all activity
associated with Harborton Restoration Project development costs, ERC, and
ERR recorded in the PHERA Annual Account. Only cash expenditures will
be included in the PHERA Annual Account for 1'ecovefy under the PHERA
mechanism. PGE shall defer, separately track, and capitalize as a regulatory
asset, contingent environmental iiability accruals. This regulatory asset shall
not be included in rate base and PGE shall not earn a return on the balance.

" ¢. Staffand other Parties shall complete the prudence review and Staff shall
submit its report and recommendation to the Commission within 120 days of
its submittal. However, a Commission order as to prudence does not need to
be issued within the 120 days. For the costs and revenues that Staff
recommends be deemed prudent in its report, Staff will réquest thata
Commission order be issued as expeditiously as possible; however, costs and
revenues that Staff and/or other Parties disagree as to prudency will be

resolved pursuant to a separate procedural schedule.
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10. Costs included in the PHERA Annual Account that have been determined to be

prudent in accordance with the terms of Paragraph 9 shall be subject to an earnings test. The

earnings test is specified as follows:

a A ﬁxed $6.0 million each year in ERC is not subject to the earnings test.

b. Harborton Restoration Project development costs, currently estimated at
$10-$12 million, are not subject to the earnings test.

c. ,If ERC in any year exceeds $6.0 million, then the balance in excess of
$6 million will first be reduced by any earnings above PGE’s Return on ,
Equity authorized by the Commission in PGE’s most recent general rate case.

d. The earnings test will be applied after the Power Cost Adjustment Mechanism
earnings test.

11.  Interest will be calculated as follows:
a. The pre-tax balances in the PHERA Annual Account that have not been

deemed prudent by Commission order shall accrue interest at the authorized
rate of return approved in PGE’s most recent general rate case. This balance
includes the annual $3.56 million credited on a monthly basis ($0.2967 per
month) to the Annual Account from base rates until otherwise adjusted by the
Commission. In other words, the $3.56 million will accrue interest at PGE’s
authorized rate of return until that corresponding year’s Hal;borton Restoration
Project development costs, ERC, and ERR are deemed prudent by
Commission order.

ERC, ERR, and Harborton Restoration Project development costs in the

PHERA Annual Account that have subsequently been reviewed for prudency
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and deemed prudent by the Commission, will be transferred, consistent with
Commission order, to the PHERA Balancing Account and will accrue interest
at the average of the five-year U.S. Treasury rate plus 100 basis points (the
“PURE Rate”). The PURE Rate will be updated annually and included in
Staff’s report to the Commission on the prudence of Harborton Restoration
Project development costs, ERC, and ERR.

c. Interest will be transferred to the PHERA Balancing Account following
prudence review and the earnings test, and not allocated across the remaining
life of the project.

d. Interest will not be accrued on contingent environmental liability accruals.

e. Interest shall be calculated on the incurred and paid pre-tax regulatory asset
and regulatory liability balances. B

12.  Transfer, allocation, and carry over of pru(ient costs and revenues from the

PHERA Annual Account to the PHERA Balancing Account.

a. Harborton Restoration Project development costs are netted against total
DSAY revenues received for that year. Then any remaining DSAY revenue
for that year is equally allocated across the remaining expected project life,
inclusive of the year in which they are received. Harborton Restoration
Project development costs incurred before PGE has received its first year of
DSAY revenues may be netted against those first year of DSAY revenues,
with any excess Harborton Restoration development costs carried forward in ’

accordance with the terms of the PHERA mechanism.
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b. Insurance proceeds are equally allocated across the remaining expected
project life, inclusive of the yéar in which they are received, and are not netted
against Harborton Restoration Project development costs.

c. Current expected project life is through 2028.

d. The Parties support that the Commission, in the review process discussed in
Paragraph 17, may revise the expected project life, as appropriate, on a going-
forward basis. However, ERRs that have already been allocated based on a
previously assumed project life will not then be re-allocated based on an
updated expected project life.

e. The remaining ERR components, whith include the amount included in base
rates for environmental remediation activities at Portland Harbor and
Downtown Reach, the Schedule149 tariff revenue, and interest, are allocated
in fuli to the year in which they are received (in other words, are not spread
across the remaining expected project life).

f.  Annual Allocated Revenue (“AAR”) is the sum of: (1) insurance proceeds
associated with Portland Harbér and Downtown Reach that are equally
allocated across the remaining expected project life, inclusive of the year in
which they are received; (2) $3.56 million currently in base rates, subject to
adjustment by the Commission; (3) AAR balances carried forward; (4)
accumulated interest; and (5) DSAY revenues net of Harborton Restoration
Project development costs that are then equally allocated across the remaining

expected project life, inclusive of the year in which they are received.
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g. After reducing the annual ERC balance in the PHERA Annual Account by
any overearnings, as provided in Paragraph 10, any remaining ERC and
Harborton Restoration Proj ect development costs are offset by that year’s
AAR.

i. If ERC and Harborton Restoration Project costs remain, they are
equally allocated across the following five years in the Balancing
Accéunt, and are not subject to an additional earnings test.

ii. However, if ERC (after being reduced by any overearnings if ERC is
above $6 million) and Harborton Restoration Project developrﬁen’c
costs in the PHERA Annual Account are less than that year’s ARR,
then the positive remaining ERR balance will offsét accumulated
ERC and Harborton Restoration Project development cosfs in the
PHERA Balancing Account that were allocated to that year. Any
remaining balance is carried forward as an addition to the next year’s
AAR in the PHERA Balancing Account.

13.  The Parties support initial prices for Schedule 149 be set at zero.

14.  The Parties support approval of PGE’s Application in UP 344 subject to the
following condition: If Harborton Restoration Project development costs,
currently estifnated at $10-$12 million, exceed DSAY revenues, PGE will not
recover development costs from customers in excess of DSAY revenues retained
by PGE. As noted in Paragraph 4, Harborton Restoration Project development
costs include all costs associated with Harborton Restoration Project

development, including but not limited to, costs incurred as of the date of this
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15.

Stipulation, development and construction costs, permitting costs, costs paid to
the Trustees for participation in the NRD restoration project, and future
termination-related costs if appl‘icable.2

Attached to this Stipulation as Appendix A is a list of each individual property or
“site” that PGE has identified as potentially subject to EPA-assessed Portland
Harbor cleanup damages and NRD damages that the Parties have agreed are the
only sites eligible for inclusion in the PHERA should damages be assessed. PGE
has an ongoing duty to update Appendix A if current listed sites are removed from
consideration. Once PGE is notified of its share of the Portland Harbor
environmental costs by site (either NRD or EPA liability), PGE will evaluate each
of the identified sites as to whether the site was prudently used in utility
operations a;a will provide the information to the Parties. Upon receiving from
PGE the sites with conclusive NRD and/or EPA damage assessments, Staff and
the other Parties will commence their own review as to whether each individual
site provided utility service to customers and PGE’s actions with regard to the
property were prudent and is thereforé eligible for recovery of prudently-incurred
ERC. The amounf of time required for Staff’s review of each individual site
could vary depending on the number of sites submitted and the availability of
historical information, and therefore is not limited to 120 days. The Parties agree

to propose to the Commission that a “Phase II” of docket UE 311 be opened for

continued review of the sites listed in Appendix A and for the annual prudence

2 In the event PGE terminates the Harborton Restoration Project, PGE, not customers, will be responsible for
Harborton Restoration Project development and termination costs; termination costs include, but are not limited to,
returning to the Trustee Council all DSAY credits previously released to PGE and reimbursing the Trustee Council
for all costs the Trustee Council has incurred with respect to the review and approval of the Harborton Restoration
Project. See Exhibit Staft/100, Moore/16; Exhibit Staff/102, Moore/1 (PGE’s Response to Staff DR No. ).
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review of costs and revenues eligible for inclusion in the PHERA. Further, PGE
will record, to the extent possible, environmental remediation assessments
separately by site so that prudent costs can be functionalized to generation,
transmission, and distribution for recovery in rates based on the historical function
of the site.

16. Pursuant to Schedule 149 Special Condition 5, functionalized costs recoverable
through Schedule 149 will be allocated to each rate schedule according to relative
use of generation, distribution, and transmission service.

17. The PHERA is subject to review no less frequently than every two years, when
significant new information becomes available, or during a general rate case. All
aspects of the mechanism are subject to review and revision, including but not
limited to, the eamingé test, the exempt ERC amount, and incentives for cost
management such as sharing.

18. PGE’s Results of Operations (ROO) will not include the interest or accumulated
deferred income taxes (ADIT) included in the PHERA. Similarly, PGE will
remove all other costs and revenues included in the PHERA from the ROO. An
earnings test based on the ROO, exclusive of impacts of the PHERA, will then be
used to detei‘mine the amount, if any, to defer for that year.

19.  Appendices B and C provide a revised Schedule 149 tariff and special conditions
consistent with this Stipulation, in both clean (Appendix B) and red-line/strikeout
(Appendix C) format showing vchanges from PGE’s Application and the terms’
agreed to by the Parties in this Stipulation.

20. Agreeing to this Stipulation does not mean that a Party agrees that environmental
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remediation should be assumed to be a customer responsibility.

21.  The Parties agree that the Commission should approve the revised tariff Schedule
149, the associated deferral, and the property sale subject to the terms and
conditions specified herein.

22.  The Parties recommend and request that the Commission approve this Stipulation
as an appropriate and reasonable resolution of the issues in this docket.

23. The Parties agree that this Stipulation is in the public interest and will result in
rates that are fair, just and reasonable and will meet the standard in ORS 756.040.

24.  The Parties agree that this Stipulation represents a compromise in the positions of
the Parties. Without the written consent of all Parties, evidence of conduct or
statements, including but not limited to term sheets or other documents created
solely fdr use in settlement conferences in this docket, are confidential and not
admissible in the instant 01 any subsequent proceeding, unless independently
discoverable or offered for other purposes allowed under ORS 40.190.

25.  The Parties have negotiated this Stipulation as an integrated document. If the
Commission rejects all or any material part of this Stipulation, or adds any
material condition to any final order that is not consistent with this Stipulation,
each Party reserves its right: (i) to withdraw from the Stipulation, upon written
notice to the Commission and the other Parties within five (5) business days of
service of the final order that rejects this Stipulation, in whole or material part, or
adds such material condition; (ii) pursuant to OAR 860-001-0350(9), to present
evidence and argument on the record in support of the Stipulation, including the

right to cross-examine witnesses, introduce evidence as deemed appropriate to
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respond fully to issues presented, and raise issues that are incorporated in the
settlements embodied in this Stipulation; and (iii) pursuant to ORS 756.561 and
OAR 860-001-0720, to seek rehearing or reconsideration, or pursuant to ORS
756.610 to appeal the Commission order. Nothing in this paragraph provides any
Party the right to withdraw from this Stipulation as a result of the Commission’s
resolution of issues that this Stipulation does not resolve.

26.  This Stipulation will be offered into the record in this proceeding as evidence
pursuant to OAR 860-001-0350(7). The Parties agree to support this Stipulation
throughout this proceeding and in any appeal, provide witnesses to support this
Stipulation (if specifically required by the Commission), and recommend that the
Commission issue an order adopting the settlements contained herein. By
entering into this Stipulatién, no Party shall be deemed 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. Except as provided in
this Stipulation, no Party shall be deemed to have agreed that any provision of this
Stipulation is appropriate for resolving issﬁes in any other proceeding.

27. This Stipulation may be signed in any number of counterparts, each of which will
be an original for all purposes, but all of which taken together will constitute one

and the same,
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.
DATED this i day of November, 2016.

A\

/ DOUG TINGEY
PORTLAND GENERAL ELECTRIC
COMPANY

KAYLIE KLEIN
STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

MIKE GOETZ
CITIZENS’ UTILITY BOARD
OF OREGON
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TYLER C. PEPPLE
INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES



A

DATED this |% day of November, 2016.

DOUG TINGEY
PORTLAND GENERAL ELECTRIC
COMPANY

KAYLIE KLEIN
STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

MIKE GOETZ
CITIZENS’ UTILITY BOARD
OF OREGON
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DATED this M t\ay of November, 2016.

DOUG TINGEY
PORTLAND GENERAL ELECTRIC
COMPANY

KAYLIE KLEIN
STAFT OF THE PUBLIC UTILITY
COMMISSION OF OREGON

MIKE GOETZ
CITIZENS’ UTILITY BOARD
OF OREGON

TYLER C. PEPPLE
INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES

T e
S e
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DOUG TINGEY
PORTLAND GENERAL ELECTRIC
COMPANY

KAYLIE KLEIN
STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

oA

MIKE GOETZ
CITIZENS’ UTILITY BOARD
OF OREGON

TYLER C. PEPPLE
INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES
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Portland Harbor or Current/Former
PGE Facility N River Mil Facility T
acility Name Down Town Reach fver e PGE Property acility Type
Harborton Harbor 3.2 Current Substation
Rivergate North & South Harbor 3.7 Current Substation
Linnton Substation Harbor 5 Former Substation
Historical P rt 8524 N
istorical Property (v), Harbor 6.3 Former General Operations
Crawford St.
Wacker Substation Harbor 6.5 Current Substation
Pennwalt North & South Harbor 7.1 Former Substation
Willbridge Substation Harbor 7.2 Current Substation
Station N Harbor 7.6 Former Power Plant
Historical Property (ix), Waterfront
parcel adjacent to 6400 NW Front Harbor 8.2 Former General Operations
Avenue
Yeon Harbor 8.3 Former Distribution
Swan island Substation Harbor 9.3 Current Substation
Historical P rty {vii), 3710 NW
istorical Property (vii Harbor 9.7 Former General Operations
Front Ave.
Historical Property (vi), 2737 NW
stor! perty (vi) Harbor 9.7 Former General Operations
Nela St.
2700 NW Front Harbor 10.5 Former Pipeline
Station E East Harbor 10.5 Current Power Plant
Station E West Harbor 10.5 Current Substation
Historical Property (xii), N Loring Harbor 11.2 Former Power Plant
and N Randolph
Historical P rty (xii), 1362-1462
istorical Prope ,Y(x")' Harbor 11.3 Former Power Plant
NW Natio Pkwy
Knott Substation Harbor 11.5 Former Substation
Historical P rt SwW1 Plant held f
istorical Property (xv), st DTR 123 Former ant held for future
Avenue and Ash St use
Historical Property (xi}, SW 1st and
storica perty (, L stan DTR 12.7 Former General Operations
Alder St
Wi 26 SW Sal
orld Trade Center, 26 SW Salmon DTR 12.9 Current General Operations
Street
Historical Property {xiv), SE Main
DTR 129 F P Pl
and SE Water St ormer ower Plant
Historical Property (iii), 101 SW
' .p rty (i) DTR 12.9 Former General Operations
Main Street
Hawthorne Building, 1510 SE DTR 131 Former Malnterrance and
Water Avenue Repair Shop
Jeff Substation, SW Jeff
erierson substation erierson DTR 13.1 Former Substation
Street
Historical Property (i), SE Market i
DTR 13.2 F Rail
and Clay Waterfront ormer arway
Historical Property (x), Substation
at SW Montgomery Street and SW DTR 13.2 Former Substation
Water Avenue
Ri lace Properties, SW Harbor
\verplace Fropert DTR 13.2 Former Non-Utility Property
Way
Historical Property (iv), 1626 and
DTR 133 F P |
1800 SE Water Avenue ormer ower Plant
Stephens Substation, 1830 SE
epnens aubstation DTR 13.4 Current Substation
Water Avenue
Station L, SE Market Street DTR 13.5 Former Power Plant
Historical P rty (i), 2611 SE
istorical Property (i), DTR 13.8 Former Distribution
Fourth Avenue
B E Sell
Oaks Bottom, SE Sellwood DTR 15.5 Former Distribution
Boulevard
Springwater Corridor DTR 155 Current Distribution
Riverview Substation, 600 SW
verview substation DTR 16.2 Current Substation
Taylors Ferry Road
Historical P iii), 7568 SW Plant held f
istorica rop.erty (v.m), DTR 162 Cormer ant held for future
La View Drive use
Historical P rt i), 8240 SW
istorical Property (xvi) DTR 165 Former Substation
Macadam
Distribution Network Transformers|  Harbor and DTR 1-16.5 Current Distribution
Spills Harbor and DTR 1-165 Current Spills

Confidential, Attorney-Client Work Product
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Portland General Electric Company
P.U.C. Oregon No. E-18 Original Sheet No. 149-1

SCHEDULE 149
ENVIRONMENTAL REMEDIATION COST RECOVERY ADJUSTMENT
AUTOMATIC ADJUSTMENT CLAUSE

PURPOSE

This Schedule recovers the costs and revenues associated with the Portland Harbor Superfund
site (“Portland Harbor”), the Natural Resource Damage obligation, the Downtown Reach
portions of the Willamette River, and the Harborton Restoration Project. This adjustment
schedule is implemented as an automatic adjustment clause as provided under ORS 757.210.

AVAILABLE

In all territory served by Portland General Electric Company (“PGE”).
APPLICABLE

To all Schedules.

ANNUAL ACCOUNT & BALANCING ACCOUNT

By Order No. XX-XXX, the Commission approved a deferral of environmental-related costs and
revenues, effective July 15, 2016, that flow into the Portland Harbor Environmental Remediation
Account ("PHERA”). The PHERA Annual Account records Environmental Remediation Costs
(“ERC”), the costs of developing the Harborton Restoration Project, and Environmental
Remediation Revenues (‘ERR”). The balance in the Annual Account that has not been
reviewed by the Commission for prudence shall accrue interest at the authorized rate of return
approved in PGE’s most recent general rate case. Costs and revenues in the Annual Account
that have been reviewed for prudency and remain following the earnings test will be transferred
to the PHERA Balancing Account and will accrue interest at the average of the five-year U.S.
Treasury rate plus 100 basis points (the “PURE Rate”).

EARNINGS TEST

Subject to the conditions stated below, the recovery from customers of certain ERC is subject
to an earnings review and test for the year that the costs were paid. Following a prudence
review, PGE will be allowed to place prudent expenses and proceeds into the Balancing
Account to the extent that PGE’s Actual Regulated Return on Equity (“ROE”) does not exceed
its ROE authorized by the Commission in PGE’s most recent general rate case. A fixed $6.0
million each year in ERC and Harborton Restoration Project development costs, currently
estimated at $10-$12 million, are not subject to the earnings test. Proceeds from insurance
companies and DSAY (“Discount Service Acre Year”) sales will not be subject to an earnings
review, but will be subject to a prudency review.

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lobdell, Senior Vice President upon Commission Order




UM 1789 / UE 311/ UP 344 Parties

Appendix B
Page 2

Portland General Electric Company
P.U.C. Oregon No. E-18 Original Sheet No. 149-2

SCHEDULE 149 (Continued)
DEFINITIONS

Annual Allocated Revenue (“AAR”)

The Annual Allocated Revenue is the sum of annual revenue from this Tariff plus DSAY
revenues (net of prudent Harborton Restoration Project development costs), insurance
proceeds, $3.56 million currently in base rates (subject to revision by the Commission), AAR
balances carried forward, and accumulated interest. The $3.56 million per year currently in
base rates will be credited to the PHERA Annual Account on a monthly basis, in the amount of
$0.2967 million, until PGE’s next general rate case when the appropriate amount to be included
in rates, if any, will be re-examined. For the month of July 2016, a prorated amount of $0.1627
million shall be credited to the PHERA Annual Account. The amount of insurance proceeds
and net DSAY revenues to be included in the AAR is calculated as total proceeds divided by the
expected remaining life of the projects, inclusive of the year in which they are received (so that
such proceeds are equally allocated). The initial assumption is that the remaining life is through
2028, and may be revised by the Commission (on a going-forward basis) in any subsequent
Commission review process.

Downtown Reach

The segment of the Willamette River between River Miles 12 and 16 is known as the
“Downtown Reach.”

DSAY

Discount Service Acre Year (“DSAY”) obligations or credits measure damage or mitigation to
natural resources.

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lobdell, Senior Vice President upon Commission Order
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SCHEDULE 149 (Continued)
DEFINITIONS (Continued)

Environmental Remediation Costs (“ERC”)

Environmental Remediation Costs are costs related to remediation of the Portland Harbor and
Downtown Reach sites that include, but are not limited to, the design, permitting, construction,
on-going monitoring, and trustee financial requirements necessary for habitat restoration
development, investigation, testing, sampling, monitoring, removal, disposal, storage,
remediation, or other treatment of residues, litigation costs/expenses or other liabilities, disposal
sites, sites that otherwise contain contamination that requires remediation for which PGE is
responsible, or sites to which material may have migrated; the Natural Resource Damage
obligation; Harborton Restoration Project O&M and endowment costs; and costs related to
pursuing insurance recoveries. ERC do not include Harborton Restoration Project development
costs, which include, but are not limited to, costs incurred as of the date of the UM 1789
Stipulation, development and construction costs, permitting costs, costs paid to the Trustees for
participation in the NRD restoration project, and future termination-related costs if applicable.
Further, the remediation sites eligible for inclusion as ERCs are limited to those sites identified
in Appendix A to the UM 1789 Stipulation.

Environmental Remediation Revenues

Environmental Remediation Revenues include: (1) DSAY revenues net of prudent Harborton
Restoration Project development costs; (2) insurance proceeds; (3) the amount included in
base rates for environmental remediation activities at Portland Harbor or Downtown Reach; (4)
the Schedule 149 tariff revenue; and (5) interest.

Harborton Restoration Project

PGE intends to design, construct, monitor and maintain the Harborton Restoration Project at
12500 NW Marina Way, Portland, Multnomah County, Oregon. PGE will restore and enhance
approximately 62 acres of the 78.51 acres of the overall property.

Natural Resource Damage

The Comprehensive Environmental Response, Compensation, and Liability Act of 1980
(“CERCLA” or “Superfund”) and Oil Pollution Act (“OPA”) Programs require the cleanup for
contaminants that are released and pose a threat to human health and the environment. In
addition to the requirements for cleanup under these cleanup programs, the Superfund and
OPA cleanup programs also require that natural resources be restored to the state that they
were at before injury from environmental contaminants. If natural resources are not restored,
then Trustees will seek compensation for the injury, quantified as Natural Resource Damages
(“NRD”) from parties responsible for the release of the contaminants. NRD in this tariff refers to
NRD obligations assessed against PGE.

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lobdell, Senior Vice President upon Commission Order
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SCHEDULE 149 (Continued)
DEFINITIONS (Continued)

Portland Harbor Superfund

The Superfund designation is pursuant to CERCLA. 42 U.S.C Section 9601 et seq. The
CERCLA and OPA programs require the cleanup for contaminants that are released and pose
a threat to human health and the environment.

PURE
The Prudence-Reviewed Unamortized Environmental Remediation Expense ("PURE”) rate that

is established early each year by Staff and represents the average of the 5-year US Treasury
rate plus 100 basis points.

Advice No. 16-11
issued July 15, 2016 Effective for service
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SCHEDULE 149 (Continued)

ADJUSTMENT RATES

Schedule Adjustment Rate
7 0.000 ¢ per kWh
15/515 0.000 ¢ per kWh
32/532 0.000 ¢ per kWh
38/538 A 0.000 ¢ per kWh
47 : 0.000 ¢ per kWh
49/549 0.000 ¢ per kWh
751575

Secondary 0.000 ¢ per kWh

Primary 0.000 ¢ per kWh

Subtransmission 0.000 ¢ per kWh
76R/576R

Secondary 0.000 ¢ per kWh

Primary 0.000 ¢ per kWh

Subtransmission 0.000 ¢ per kWh
83/583 0.000 ¢ per kWh
85/485/585

Secondary 0.000 ¢ per kWh

Primary 0.000 ¢ per kWh
89/489/589

Secondary 0.000 ¢ per kWh

Primary 0.000 ¢ per kWh

Subtransmission - 0.000 ¢ per kWh
90/490/590 0.000 ¢ per kWh
91/491/591 0.000 ¢ per kWh
92/492/592 0.000 ¢ per kWh
95/495/595 0.000 ¢ per kWh

Advice No. 16-11
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SCHEDULE 149 (Continued)

SPECIAL CONDITIONS

1.

By March 15 of each year, PGE will submit a prudence review filing that includes a
report of all activity associated with Harborton Restoration Project development costs,
ERC, ERR, and other related third-party proceeds recorded in the PHERA Annual
Account. Staff and other Parties will complete the prudence review, and Staff will
submit its report and recommendation to the Commission within 120 days of submittal.
Only cash expenditures will be included in the PHERA Annual Account for recovery
under the PHERA mechanism. PGE shall defer, separately track, and capitalize as a
regulatory asset, contingent environmental liability accruals. This regulatory asset shall
not be included in rate base and PGE shall not earn a return on the balance.

The amount of costs and revenues that is transferred to the Balancing Account is
determined on an annual basis and subject to an earnings test. The amount transferred
is calculated as the current year's ERC and any remaining Harborton Restoration
Project development costs not offset by that year's DSAY revenues, less the AAR.
Harborton Restoration Project development costs incurred prior to the first year with
DSAY revenues may be netted against those revenues.

The earnings test in this schedule will be applied after the Power Cost Adjustment
Mechanism (“PCAM”) earnings test. The amount subject to the earnings test is
prudently incurred ERC that exceed $6.0 million. In addition, Harborton Restoration
Project development costs are not subject to an earnings test.

The amount of annual ERC recoverable post-application of the earnings test is reduced
by the AAR and then the remaining balance, if any, is transferred to the Balancing
Account for recovery across the following five years.

If ERC in any year are less than the AAR, then the remaining ARR balance will be used
to offset accumulated costs in the Balancing Account that were allocated to that year.
Any remaining positive balances (more AAR revenues than current and accumulated
costs) will roll forward as an addition to the next year's AAR.

Functionalized costs recoverable through Schedule 149 will be allocated to each rate
schedule according to relative use of generation, distribution, and transmission service.
Long-Term Direct Access customers will be priced at Cost-of-Service for purposes of
allocating costs.

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lobdell, Senior Vice President upon Commission Order
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SCHEDULE 149 (Concluded)
SPECIAL CONDITIONS (Continued)

7. In the event that the amount in the PHERA Balancing Account results in a potential
refund to customers, subject to approval by the Commission, PGE will determine if the
refund should be applied to Customer bills, or if the credit balance should carry to a
future period. A credit balance may be carried to a future period if it is determined by
the Commission that the credit balance is best used to offset future expected ERC not
yet recorded in the deferral account, or for such other reasons as the Commission may
determine.

8. Adjustments under this Schedule shall continue for a period of five years following the
date that the last remediation expenses are incurred and paid, or such other date that
the Commission may decide.

9. Development costs associated with the creation of DSAYs from the Harborton
Restoration Project shall be deferred as regulatory assets.

10. PGE shall defer and capitalize, as a regulatory asset, incurred costs associated with
environmental liabilities accrued according to Accounting Standards Codification (“ASC”)
410, Environmental Obligations and pursuant to Generally Accepted Accounting
Principles (“GAAP”). Any GAAP accounting accruals recorded would not be subject to
interest computation or earnings test as no cash amounts have been paid or received.

11. The PHERA is subject to review no less frequently than every two years, when
significant new information becomes available, or during a general rate case. All
aspects of the mechanism are subject to review and revision, including but not limited
to, the earnings test, the exempt ERC amount, and incentives for cost management
such as sharing.

12. If Harborton Restoration Project development costs, currently estimated at $10-$12
million, exceed DSAY revenues, PGE will not recover development costs from
customers in excess of DSAY revenues retained by PGE. Harborton Restoration
Project development costs include all costs associated with the Harborton Restoration
Project development, including but not limited to, costs incurred as of the date of the UM
1789 Stipulation, development and construction costs, permitting costs, costs paid to the
Trustees for participation in the NRD restoration project, and future termination-related
costs if applicable.

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lobdell, Senior Vice President upon Commission Order
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SCHEDULE 149
ENVIRONMENTAL REMEDIATION COST RECOVERY ADJUSTMENT
AUTOMATIC ADJUSTMENT CLAUSE

PURPOSE

This Schedule recovers the costs and revenues associated with Envirormental-Remediation
Costs—related—te—the Portland Harbor Superfund site {(“Portland Harbor};"), the Natural
Resource Damage obligation, the Downtown Reach portions of the Willamette River, and the

Harborton Restoration Project—{Harberten)—hereinafter—referred—to—as—projects:.  This

adjustment schedule is implemented as an automatic adjustment clause as provided under
ORS 757.210.°

AVAILABLE

In all territory served by thePortland General Electric Company- (‘PGE").

APPLICABLE

To all Schedules-except-Schedules76R-anrd-576R.
ANNUAL ACCOUNT & BALANCING ACCOUNTSACCOUNT

Effective—August—3By Order No. XX-XXX, the Commission approved a deferral of
environmental-related costs and revenues, effective July 15, 2016-RGE-will-establish-a, that

flow into the Portland Harbor Environmental Remediation Account {("PHERA}-arnual-accountto
reeord’). The PHERA Annual Account records Enwronmental Remedlatlon Costs—pfeeeeds

sales (“ERC"), the costs of D+seeaﬂt—8emee—#\ere#ea#efedﬁs—(DSA¥erem-develogmg th

Harborton-_Restoration Project, and Environmental Remediation Revenues (‘ERR"). The
balance in the balaneing—asceountAnnual Account that has not been reviewed by the
OPRUCSCommission for prudence shall accrue interest at the authorized rate of return approved
in the-Company’sPGE’s most recent general rate case. ProceedsCosts and revenues in the
acceuntAnnual Account that have been reviewed for prudency and remain following the

earnings test will be transferred to the PHERA balaneing-aceount-thatBalancing Account and
will accrue interest at the “PURE average of the five-year U.S. Treasury rate developed-in-the
UM-1635-decket-plus 100 basis points (the “PURE Rate").

EARNINGS TEST

Subject to the conditions stated below, the recovery from Custemerscustomers of certain
Environmental-Remediation-CostsERC is subject to an earnings review and test for the year
that the costs were ineurred—TFhe-Gompanypaid. Following a prudence review, PGE will be
allowed to place prudent expenses {(ret—ofand proceeds) into the balancing—acecountfor
subsequent-prudence—reviewBalancing Account to the extent that the-Cempany'sPGE’s Actual
Regulated Return on Equity {("ROE}") does not exceed its Autherized-ROE-_authorized by the
Commission in PGE’s most recent general rate case. A fixed $6.0 million each year in ERC
and Harborton Restoration Project development costs, currently estimated at $10-$12 million,
are not subject to the earnings test. Proceeds from insurance companies and DSAY (‘Discount
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SCHEDULE 149 (Continued)
DEFINITIONS

Annual Allocated RevenuesRevenue (“AAR”)

The Annual Allocated ReveﬂuesRevenue is the sum of annual revenue from this Tariff plus the
DSAY revenues (net of prudent Harborton
Restoration Project development costs):). insurance proceeds, $3.56 million currently in base
rates (subject to revision by the Commission), AAR balances carried forward, and accumulated
interest. The $3.56 million per year currently in base rates will be credited to the PHERA
Annual Account on a monthly basis, in the amount of $0.2967 million, until PGE's next general
rate case when the appropriate amount to be included in rates, if any, will be re-examined. For
the month of July 2016, a prorated amount of $0.1627 million shall be credited to the PHERA
Annual Account. The amount of insurance proceeds and net DSAY revenues to be included in
Annual-Allecated—Revenuesthe AAR is calculated as the—greater—of-$6-5—million—or—total
proceeds divided by the expected remaining life of the projects, inclusive of the year in which
they are received (so that such proceeds are equally allocated). _The initial assumption is that
the remaining life is through 2028, and may be updated—as—apprevedrevised by the
Commission_(on a going-forward basis) in any subsequent Commission review process.

Downtown Reach

The segment -of the Willamette River between River Miles 12 and 16 is known as the
| “Downtown Reach™.”

DSAY

Discount Service Acre Year (“DSAY") obligations or credits measure damage or mitigation to
natural resources.

Advice No, 16-11
Issued July 15, 2016 Effective for service
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SCHEDULE 149 (Continued)
DEFINITIONS (Continued

Environmental Remediation Costs (“ERC”)

Environmental Remediation Costs includesare costs related to remediation of the Portland
Harbor and Downtown Reach sites that include, but isare not limited to, the design, permitting,
construction, on-going monitoring, and trustee financial requirements necessary for habitat
restoration development, investigation, testing, sampling, monitoring, removal, disposal,
storage, remediation, or other treatment of residues, litigation costs/expenses or other liabilities,
dlsposal S|tes sites that otherW|se contaln contamlnatlon that requtres remediation for which
; v edPGE is responsible,
or S|tes to which materlal may have mlqrated the Natural Resource Damage obligation;
Harborton Restoration Project O&M and endowment costs; and costs related to pursuing
insurance recoveries. ERC do not_include Harborton Restoration Project development costs,
which include, but are not limited to, costs incurred as of the date of the UM 1789 Stipulation,
development and construction costs, permitting costs, costs paid to the Trustees for
participation in the NRD restoration project, and future termination-related costs if applicable.
Further, the remediation sites eligible for inclusion as ERCs are limited to those sites identified
in Appendix A to the UM 1789 Stipulation.

Environmental Remediation Revenues

Environmental Remediation Revenues include: (1) DSAY revenues net of prudent Harborton
Restoration Project development costs: (2) insurance proceeds:; (3) the amount included in
base rates for environmental remediation activities at Portland Harbor or Downtown Reach; (4)
the Schedule 149 tariff revenue; and (5) interest.

Harborton Restoration Project

PGE intends to design, construct, monitor and maintain the Harborton Restoration Project at
12500 NW Marina Way, Portland, Multnomah County, Oregon. PGE will restore and enhance
approximately 62 acres of the 78.51 acres of the overall property,,

Natural Resource Damage

The Comprehensive Environmental Response, Compensation, and Liability Act of 1980
{("CERCLA or ‘Superfund}’) and Oil Pollution Act {(“OPA)") Programs require the cleanup for
contaminants that are released and pose a threat to human health and the environment. In
addition to the requirements for cleanup under these cleanup programs, the Superfund and
OPA cleanup programs also require that natural resources be restored to the state that they
were at before injury from environmental contaminants. If natural resources are not restored,
then Trustees will seek compensation for the injury, quantified as Natural Resource Damages
{(“NRDy") from parties responsible for the release of the contaminants. NRD in this tariff refers

to NRD obligations assigred-teassessed against PGE.
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Portland Harbor Superfund

The Superfund deS|gnat|on is pursuant to the—Comprehensive—Environmental—Response;
. CERCLA} 42 U S Cc Sectlon 9601 et seq. The
v vi : 980-(CERCLA er

and OPA}—PFGQF&FHS grogram reqwre the cleanup for
contaminants that are released and pose a threat to human health and the enwronment —Fhe

The Prudence-Reviewed Unamortized Environmental Remediation Expense {(‘PURE)’) rate
that is established early each year by ©PUG-Staff and represents the average of the 5-year US
Treasury rate plus 100 basis points.
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7 0.000 ¢ per kWh
15/515 0.000 ¢ per kWh
32/532 0.000 ¢ per kWh
38/538 0.000 ¢ per kWh
47 0.000 ¢ per kWh
49/549 0.000 ¢ per kWh
75/575
Secondary 0.000 ¢ per kWh
Primary 0.000 ¢ per kWh
Subtransmission 0.000 ¢ per kWh
76R/576R
Secondary 0.000 er kWh
Primary 0.000 ¢ per kWh
Subtransmission 0.000 ¢ per kWh
83/583 0.000 ¢ per kWh
85/485/585
Secondary 0.000 ¢ per kWh
Primary 0.000 ¢ per kWh
89/489/589
Secondary 0.000 ¢ per kWh
Primary 0.000 ¢ per kWh
Subtransmission 0.000 ¢ per kWh
90/490/590 0.000 ¢ per kWh
91/491/591 0.000 ¢ per kWh
92/492/592 0.000 ¢ per kWh
95/495/595 0.000 ¢ per kWh
Advice No. 16-11

Issued July 15, 2016 Effective for service




UM 1789 / UE 311 / UP 344 Parties

Appendix C

Page 11

RS { Formatted: Right

—J

upon Commission Order

‘ James F. Lobdell, Senior Vice President

$eroiy { Formatted: Footnote Text, Justified




UM 1789 / UE 311 / UP 344 Parties

Appendix C
Page 12

Portland General Electric Company
P.U.C. Oregon No. E-18 Original Sheet No. 149-6

SCHEDULE 149 (Continued)

SPECIAL CONDITIONS

.

By March 15 of each year, PGE will submit a prudence review filing that includes a

report of all activity associated with Harborton Restoration Project development costs,
ERC. ERR, and other related third-party proceeds recorded in the PHERA Annual
Account. Staff and other Parties will complete the prudence review, and Staff will
submit its report and recommendation to the Commission within 120 days of submittal.
Only cash expenditures will be included in the PHERA Annual Account for recovery
under the PHERA mechanism. PGE shall defer, separately track, and capitalize as a
regulatory asset, contingent environmental liability accruals. This regulatory asset shall
not be included in rate base and PGE shall not earn a return on the balance.

The amount of costs and revenues that is transferred to the Balancing Account is

3:

determined on an annual basis and subject to an earnings test. The amount transferred
is_calculated as the current year's ERC and any remaining Harborton Restoration
Project development costs not offset by that year's DSAY revenues, less the AAR.
Harborton Restoration Project development costs incurred prior to the first year with
DSAY revenues may be netted against those revenues.

The earnings test in this schedule will be applied after the Power Cost Adjustment

Mechanism (“PCAM") earnings test. The amount subject to the earnings test is
prudently incurred ERC that exceed $6.0 million. [n addition, Harborton Restoration
Project development costs are not subject to an earnings test.

The amount of annual ERC recoverable post-application of the earnings test is reduced

by the AAR and then the remaining balance, if any, is transferred to the Balancing
Account for recovery across the following five years.

If ERC in any vear are less than the AAR, then the remaining ARR balance will be used

to offset accumulated costs in the Balancing Account that were allocated to that year.
Any remaining positive balances (more AAR revenues than current and accumulated
costs) will roll forward as an addition to the next year's AAR.

6. _Functionalized costs recoverable through Schedule 149 will be allocated to each rate

schedule according to relative use of generation, distribution, and transmission service.
Term Di ll i -of-Service for |
allocating costs.

~~~~~~~~ [ Formatted: Right

s { Formatted: Justified, Tab stops: 0.5", Right J

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lobdell, Senior Vice Presidenten-and-afterAugust-17,-2046upon Commission Order

Formatted: Justified, Indent: Left: 0.5", Tab
stops: 0.5", Right

|

y

Formatted: Normal, Justified, Indent: Left:
0.5", Tab stops: Not at 6.5"

)




UM 1789 / UE 311 / UP 344 Parties
Appendix C
Page 13

b ey [ Formatted: Right

Portland General Electric Company
P.U.C. Oregon No. E-18

Original Sheet No. 149-7

SCHEDULE 149 (Concluded)

SPECIAL CONDITIONS (Continued) __--{ Formatted: Font: Bold

e { Formatted: Font: Not Bold

Bocsecumscicans i e S S e e S R S R S B S S G S e S S S R T S S S S e e SR S S SR BT Y el e S



UM 1789 / UE 311 / UP 344 Parties
Appendix C

Page 14
Hads { Formatted: Right J

& Formatted: Header, Left, Widow/Orphan
control, Tab stops: Not at 1.06"

6:7. In the event that the amount in the PHERA balaneing-acceuntBalancing Account«------1 Formatted: List Paragraph, Tab stops: Not at
results in a potential refund to customers, the-Cempany—subject to approval by the 0.5"+ 6.5

Commission, PGE will determine if the refund should be applied to Customer bills, or if
the credit balance should carry to a future period. A credit balance may be carried to a
future period if it is determined by the Commission that the credit balance is best used to
offset future expected Environmental-Remediation-CestsERC not yet recorded in the
deferral account, or for such other reasons as the Commission may determine.
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10.

1.

Adjustments under this Schedule shall continue for a period of five years following the
date that the last remediation expenses are incurred_and paid, or such other date that
the Commission may decide.

Development costs associated with the creation of DSAYs from the Harborton
prejeetRestoration Project shall be deferred as regulatory assets-in-asseciation-with-the
PHERA-Bbalaneng-account.

Fhe—CompanyPGE shall defer and capitalize, as a regulatory asset, incurred costs
associated with environmental liabilities accrued according to Accounting Standards
Codification {(“ASC)") 410, Environmental Obligations and pursuant to Generally
Accepted Accounting Principles {(“GAAP)"). Any GAAP accounting accruals recorded
would not be subject to interest computation or earnings test as no cash amounts have
been paid or received.

The PHERA is subject to review no less frequently than every two years, when

12.

significant new information becomes available, or during a general rate case. All
aspects of the mechanism are subject to review and revision, including but not limited
to, the earnings test, the exempt ERC amount, and incentives for cost management
such as sharing.

If Harborton Restoration Project development costs, currently estimated at $10-$12

Aozcvaysse

million, exceed DSAY revenues, PGE will not recover development costs from
customers in _excess of DSAY revenues retained by PGE. Harborton Restoration
Project development costs include all costs associated with the Harborton Restoration
Project development, including but not limited to, costs incurred as of the date of the UM
1789 Stipulation, development and construction costs, permitting costs, costs paid to the
Trustees for participation in the NRD restoration project, and future termination-related

costs if applicable.
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Issued July 15, 2016 Effective for service

) E. | obdell, Senior Vice President

upon Commission Order

{ Formatted: Right

{Formatted: Font: Bold

Formatted: Left, Widow/Orphan control, Tab
stops: 6.5", Right + Not at 1.06"

)

{Formatted: Font: 11 pt

)

Formatted: Normal, Justified, No
widow/orphan control, Tab stops: Not at 6.5"




UM 1789 / UE 311 / UP 344 Parties
Appendix C

Page 17
D { Formatted: Right
Advice-Ne—16-144 Effective-fo
issued-July-15-2046 and-after -g '
James-F-Lobdell-Seni ico-Prosident . ’




UM 1789 / UE 311 / UP 344 / Parties / 100
Moore — Mullins — Brown

BEFORE THE PUBLIC UTILITY COMMISSION
OF THE STATE OF OREGON

UM 1789 / UE 311/ UP 344

Joint Testimony in Support of Stipulation

PORTLAND GENERAL ELECTRIC COMPANY

Direct Testimony of

Mitchell Moore, OPUC
Bradley R. Mullins, ICNU
Stefan Brown, PGE

November 18, 2016




UM 1789 / UE 311 / UP 344 / Parties / 100
Moore — Mullins — Brown / i

Table of Contents
1. INErOAUCTION . ciiiuriiiiniiiiensiiecessinriisriesssessssensssosiiossssssssstsssssesssssssssstsssanssansesansasasssssanessaasas 1
II. BacKground ......cuiiiiiiiiniiineenninniniiniiinininiiisiisssesssossesiosssssssssisssossssssssssssssssessssss 4
III.  ReSOIUtion Of ISSTES .uuicrvericerericssenssnssserossorsssncsissesssssonsosssssssssssssssiossasessasssasssssasessasessnsassses 6
IV. Recommendation and ConcluSion .....iiiiiiiieeiccnnesssisssssssssissersssssessssccsssecsassssassssns 20
List of EXDIDILS cioveiiiiiiiiciniinrencrnnecsssrsssssnssiessesssssssesssnsisssessssanessssssssassssstasesessssssssssassnsaserassssassssns 21

UM 1789 / UE 311 / UP 344 — Parties Testimony



(=Y

N

10

11

12

13

14

15

16

17

18

19

20

21

22

23

Q.

A.

UM 1789 / UE 311 / UP 344 / Parties / 100
- Moore — Mullins — Brown / 1

I Introduction

Please state your names and positions.
My name is Mitchell Moore. 1 am a Senior Utility Analyst at the Public Utility Commission
of Oregon (“Commission”). My qualifications appear in Staff Exhibit 101.

My name is Bradley R. Mullins. I am an independent consultant representing large
energy and utility customers throughout the western United States. I am appearing on behalf
of the Industrial Customers of Northwest Utilities (“ICNU”) in this proceeding. My
qualifications appear in ICNU Exhibit 101.

My ﬁame is Stefan Brown. I am Manager, Regulatory Affairs for Portland General

Electric Company (“PGE”). My qualifications appear in PGE Exhibit 101.

Q. What is the purpose of this testimony?

The purpose of this testifnony is to describe the Stipulation (“Stipulation™) reached among
Commission Staff (“Staff”), Citizens’ Utility Board of Oregon (“CUB”), ICNU, and PGE
(collectively the “Parties”) regarding issues raised in consolidated dockets UM 1789, UE
311 and UP 344 (collectively, “Applications™). This Stipulation represents a compromise
between the parties to resolve all issues in the Applications, including issues related to the
Portland Harbor Environmental Rerﬁediation Account (“Schedule 149” or “PHERA”) (UE
311), the Property Sale Application (UP 344), and the Deferral Application (UM 1789).

CUB will be submitting separate joint testimony in support of the Stipulation.

Q. Please summarize the activity in this proceeding leading up to this Stipulation.

Prior to its filing, PGE met with parties to discuss the proposed Portland Harbor filing
several times between April and July 2016. After these discussions, PGE filed the
Applications on July 15, 2016, and requested that the dockets be consolidated. The motion

to consolidate was granted on July 18, 2016. During the following months, PGE responded
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to 83 data requests from Staff. On September 30, 2016, Staff, CUB, and ICNU each filed
reply testimony, providing analysis and suggestions on a number of issues. On October 10,
2016, the Commission held a Commission Workshop on the consolidated dockets during
which PGE made a presentation and responded to questions from the Commissioners. Staff,
CUB, and ICNU representatives also discussed their respective positions with the
Commissioners. The Parties participated in a settlement conference on October 11, 2016."
As a result of the settlement conference, the Parties reached an agreement settling all issues
raised in the consolidated dockets.

Pleasé summarize the terms of the‘Stipulation.

The Stipulation represents the settlement of ail issues raised by Parties regarding the

Applications. A copy of the Stipulation is provided as Exhibit 101.

P

Table 1,_ below,

summarizes the settled issues along with a short description of the outcome.

Table 1
Overview of Stipulation Terms
Issue No. Category Summary Description
S-1 PHERA Effective Date The effective date of the deferral should be July 15,
2016. Deferred costs and revenues will be tracked in
the PHERA.

$3.56 million per year currently in base rates will be
Portland Harbor and Downtown | credited on a monthly basis as revenue in the
S-2 Reach environmental remediation | PHERA Annual Account until PGE’s next general

' costs ‘rate case when the appropriate amount to be included
in rates, if any, will be re-examined..

All costs and revenues deferred into the PHERA,
including Environmental Remediation Costs
' (“ERC”) and Environmental Remediation Revenues
S-3 Prudence Review (“ERR”) associated with Portland Harbor, Natural
: Resource Damages (“NRD”), Downtown Reach, and
costs associated with the Harborton Restoration
Project are subject to a prudence review.

A fixed amount of $6.0 million of prudently-incurred
ERC in each year is not subject to the earnings test.

S-4 Earning Test Harborton Restoration Project development costs are
also exempt from the earnings test.
Defer, separately track, and capitalize as regulatory
S-5 Environmental Liability Accruals | assets. Not included in rate base for ratemaking

Purposes.

! No other parties intervened in this docket.

UM 1789 / UE 311/ UP 344 — Parties Testimony
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Issue No.

Category

Summary Deseription

S-6

Property Sale (UP 344)

Support approval subject to the condition that if
Harborton Restoration Project development costs
exceed Discounted Service Acre Year (“DSAY™)
revenues, PGE will not recover any development
costs from customers in excess of DSAY revenues
retained by PGE.

List of Properties

See Appendix A of Stipulation.

Schedule 149 Tariff

Initial prices will be zero.

Interest

Authorized Rate of Return (“ROR”) before the
Prudence Review and at the average of the five-year
U.S. Treasury rate plus 100 basis points (“PURE
Rate”) after deemed prudent by Commission order.

Allocation and Carry Over of
Costs and Revenues

Each year’s allocated ERR is defined as Annual
Allocated Revenue (“AAR”) and is the sum of
insurance proceeds and DSAY revenue net of
Harborton Restoration Project development costs
equally allocated across remaining expected project
life, $3.56 million, AAR balances carried forward,
and accumulated interest. If ERC and Harborton
Restoration Project development costs remain
following the Earnings Test and application of any
annual over-earnings, they are offset by that year’s
AAR and any remaining balance is allocated equally
across the following five years. If AAR exceeds
ERC and Harborton Restoration Project costs, the
remaining balance is carried forward to the next
year’s ARR,

S-11

Cost Functionalization

According to relative use of generation, distribution,
and transmission services.

S-12

Schedule 149 Mechanism Review

Subject to review at least every two years.

S-13

PGE’s Results of Operations
(CCROO)’)

PGE’s ROO will not include any environmental costs
or revenues associated with the PHERA, including
the interest or accumulated deferred income taxes
associated with the PHERA.

S-14

Revised Schedule 149

See Appendices B and C of the Stipulation.
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II. Background

Q. What is the background of the UM 1789 consolidated docket?

A. UM 1789 is a consolidated docket that also includes dockets UP 344 and UE 311, The three

filings are interrelated because they involve: (1) PGE’s recovery of environmental
restoration and remediation costs related to the Portland Harbor Superfund Site (“Portland
Harbor™) and Downtown Reach site; (2) costs and revenues associated with the creation and
sale of environmental credits (DSAYs); and, (3) proceeds from historical insurers that issued
coverage for PGE’s environmental obligations. PGE anticipates incurring environmental
damages in two forms: (1) Natural Resource Damages (“NRD”)* assessed by the Natural
Resource Trustees (“Trustees’), which PGE expects in the second quarter rof 2017; and (2)
environmental remediation damages assessed by the U.S. Environmental Prétection Agency

(“EPA”), which PGE expects in 2020.

Q. What is the purpose of the PHERA mechanism proposed in UE 311?

As discussed in PGE’s UE 311/Exhibit 100, the PHERA mechanism is an automatic
adjustment clause mechanism unde;‘ ORS 757.210(1Xb) ‘that will begin tracking
expenditures and DSAY revenues associated with Portland Harbor, NRD obligation, the
Downtown Reach portion of Willamette River, the Harborton Restoration Project, ‘and
insurance proceeds.?

Please summarize PGE’s UP 344 application (Property Sale). |

In UP 344 PGE requests approval to place a deed restriction on utility property located
within Portland Harbor to develop the Harborton Restoration Project that will generate
DSAYs. PGE also requests approval to sell the DSAY credits that result from development

of the project. Parties anticipate that the Harborton Restoration Project will generate a

? The amounts of NRD damages or mitigation to natural resources are measured in DSAYs.
3See UE 311/ PGE / 100 for information about Portland Harbor, Downtown Reach and Harborton.
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significant amount of DSAY credits that may be used to offset a major portion of NRD and
environmental remediation damages caused in the Portland Harbor Superfund area by the
Potentially Responsible Parties (“PRPs”) as determined by the Trustees. These credits can

be used by the PRPs to offset their liability for Natural Resource Damages.

Q. Please provide a summary of PGE’s UM 1789 application (Portland Harbor Deferral).

In-UM 1789, PGE requests approval of a deferral to separately account for the costs and
revenues generated by the Harborton Restoration Project, costs related to the environmental
remediation of Portland Harbor including NRD, and costs related to the environmental
remediation of Downtown Reach, costs related to pursuing insurance recoveries, and
insurance proceeds received. The deferral was filed specifically to support the PHERA ,
mechanism originally proposed in UE 311 (and has since been modified thereby being
supported by all Parties) and the deferred amounts would be amortized in accordance with

the process described herein.

UM 1789 / UE 311 / UP 344 — Parties Testimony
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III. Resolution of Issues

Q. Please describe the PHERA under the Stipulation (Schedule 149 / UE 311) (S-1).

A. Under the Stipulation, the PHERA is a balancing account that tracks costs and revenues

related to NRD and environmental remediation in Portland Harbor and Downtown Reach.
Costs include “Harborton Restoration Project development costs,” which consist of all costs
associated with development of the Harborton Restoration Project, including development
and construction costs, permitﬁng costs, and costs paid to Trustees in connection with the
Harborton Restoration Project, and future termination-related costs if applicable. Harborton
Restoration Project development costs do not, however, include O&M costs and potential
endowment costs related to the site. Costs also include “Environmental Remediation Costs”
(;‘ERC”), which consist of all costs, other than Harborton Restoration Project development
costs, that PGE incu1“s for NRD and environmental remediation activities in Portland ‘Harbor
and Downtown Reach at the sites specifically listed in Appendix A of the Stipulation. The
PHERA also will hold “Environmental Remediation Revenues” (“ERR”), which include
DSAY revenues net of prudent Harborton Restoration Project development costs, insurance
proceeds, any amount included in base rates for environmental remediation activities in
Portland Harbor and Downtown Reach, revenue recovered through Schedule 149, and
interest. |

The PHERA consists of two accounts, an annual account (“PHERA Annual Account™)
and a balancing account (“PHERA Balancing Account”). The PHERA Annual Account
holds all Harborton Restoration Project development costs, ERC, and ERR incurred or
received in a year until those costs and revenues are determined to be prudent by

Commission Order. At that point, they are transferred to the PHERA Balancing Account.

UM 1789 / UE 311 / UP 344 — Parties Testimony
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The Parties describe the details of how costs and revenues are transferred and allocated
between these accounts below.

The Parties agree that the effective date of the deferral should be July 15, 2016; the date
PGE filed its deferral request. The deferred costs and revenues will be recorded in the
PHERA Annual Account (prior to prudence review). Other than Harborton Restoration
Project development costs that have been capitalized and deferred, only costs incurred and

revenues received since this date are eligible for inclusion in the PHERA.

. Please describe the Stipulation regarding the treatment of the environmental

remediation costs already included in base rates associated with the Portland Harbor
and Downtown Reach projects (S-2).

The Parties agree that $3.56 million per year was included in PGE’s base rates® for
environmental remediation-related éctivities in Portland Harbor and Downtown Reach in
PGE’s last general rate case (Docket No. UE 294). PGE agrees that beginning July 15,
2016, PGE will credit to the PHERA Annual Account on a monthly basis, in the amount of
$0.2976 million, until PGE’s next general rate case when the appropriate amount to be
included in rates, if any, will be re-examined. Correspondingly, the associated costs as
allowed for in this mechanism for Portland Harbor and Downtown Reach will also be

included in the PHERA Annual Account as expended.

Q. Please describe the Stipulation regarding the Prudence Review (S-3).

The Parties agree that all ERC, ERR, and Harborton Restoration Project development costs
are subject to a prudence review. By March 15, 2017, and each year thereafter, PGE will
request that Staff review and determine the prudence of ERC, ERR, and Harborton

Restoration Project costs for the prior calendar year. Any other Party to this Stipulation may

* See Exhibit Staff/102, Moore/27 (PGE’s Response to Staff DR No. 81).
UM 1789 / UE 311 / UP 344 — Parties Testimony
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perform its own prudence review and request information from PGE related to Harborton
Restoration Project costs, ERC, and ERR pertinent to such review.

- PGE’s filing requesting a prudence review will include a report of all activity associated
with ERC, ERR, and the Harborton Restoration 'Project recorded in the PHERA Annual

Account. Only cash expenditures will bé included in the PHERA Annﬁal Account for

recovery under the PHERA mechanism. Staff and other Parties shall complete the prudence |

review and Staff will submit its report and recommendation to the Commission within 120
days of its submittal, after which time all ERC and ERR deemed prudent by Commission
order will be transferred to the PHERA Balancing Account. For the costs and revenues that
Staff recommends be deemed prudent in its report, Staff will request that a Commission
order be issued as expeditiously as possible; however, costs and revenues that Staff and/or
other Parties disagree as to prudency will be resolved pursuant to a separate procedural

schedule.

. Please describe the Stipulation regarding the earnings test mechanism (S-4), (S-13).

PGE’s initial filing included a request that the greater of $6.5 million in ERC or the Annual

Allocated Revenue (DSAY revenues net of Harborton Restoration Project development

Parties agree that a fixed amount of $6.0 million each year in prudenﬂy incurred ERC is not
subject to the earnings test. However, the Parties agree that the $6.0 million exempt amount
each year is subject to review and revision no less frequently than every two years when the
PHERA mechanism is subject to review in its entirety, and the exempt amount may be
revised up or down at that time depending on new information and updated cost and revenue
estimates. In addition, development costs for the Harborton Restoration Project, currently

estimated at $10-$12 million, are not subject to an earnings test.

UM 1789 / UE 311 / UP 344 — Parties Testimony
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If the prudently-incurred ERC in any year exceeds $6.0 million (note that ERC does not
include the development costs of the Harborton Restoration Project), then the balance is
subject to an earnings test. The balance will be reduced by any earnings above PGE’s
Return on Equity authorized by the Commission in PGE’s most recent general rate case, as
identified in PGE’s Results of Operations (“ROQO”). The Parties agree that PGE’s ROO will
not include the interest or accumulated deferred inconie taxes (“ADIT”) included in the
PHERA. Similarly, PGE’s ROO will include an adjustment to remove all other costs and
revenues included in the PHERA. An earnings test based on the ROO, exclusive of impacts
on PHERA, will then be used to determine the amount, if any, of deferred costs to be
transferred to the Balancingr Account for that year. The Parties agreed to this approach in
order to keep the costs and revenues associated with environmental remediation self-
contained within the PHERA mechanism and to increase the transparency of PGE’s
regulatory filings. The earnings test will be applied after the Power Cost Adjustment

Mechanism (“PCAM”).

. Please explain why a fixed amount of $6.0 million each year in ERC should be exempt

from the PHERA earnings test.

Staff rejected PGE’s floating, no less than $6.5 million exempt proposal on the grounds that
PGE should not have a year-to-year floating amount of costs exempt from the earnings test,
and proposed in Staff’s Reply Testimony a fixed exempt amount of $5.5 million. As a
compromise, the Parties agree that a fixed amount of $6.0 million each year in ERC should
be exempt from the earnings test at this time.

Please explain why the PCAM earnings test should be applied before the PHERA

earnings test.

UM 1789 / UE 311 / UP 344 — Parties Testimony
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A. The financial information required for the PCAM earnings test is available in the first

quarter of the following year, allowing PGE to include the PCAM results in the appropriate
fiscal year. Applying the PHERA earnings test mechanism first and then applying the
PCAM or combining the two in some manner would require parties to first process the
prudency of the deferred costs/revenues in the Schedule 149 deferral and then ask for an
order from the Commission.

Finally, timing the PCAM earnings test before the PHERA earnings test mechanism is
to the benefit of customers because the PCAM deadband could absorb some power costs,
and there would still be room for the PHERA to absorb earnings. The PCAM deadband is
set at PGE’s authorized Return on Equity (ROE) +/- 100 basis points, while the PHERA
earnings threshold is PGE’s authorized ROE. If PGE’s regulated adjusted ROE is above the
PCAM deadband, triggering a refund to customers, there is still an opportunity for PGE’s
earnings to absorb PHERA costs. Alternatively, if the earnings tests are appliedbin the
opposite order, and the PHERA absorbs earnings first, it is less likely that the PCAM will

trigger and result in a refund to customers.

. Please explain why development costs associated with the Harborton Restoration

Project are not subject to th; earnings test.

Parties had varying reasons for agreeing to a provision providing that the Harborton
Restoration Project are not subject to the earnings test. Some parties were of the position
that the Harborton Restoration Project is a voluntary project PGE proposed that, based on
PGE’s estimates of costs and revenues (see forecasts provided in PGE’s filings, testimony,
and Staff testimony), should provide significant benefits to customers in the form of
reducing environmental remediation damages assessed against PGE. Other parties believed

PGE has an obligation to take proactive actions to maximize the value of the Harborton

UM 1789 / UE 311/ UP 344 — Parties Testimony
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property for the.benefit of ratepayers and that all costs incurred with respect to the
Harborton Restoration Project should be subject to an earnings test. Finally, other parties
felt that, because revenue from DSAY credits is not subject to the earnings test, it was
reasonable to exempt Harborton Restoration Development costs that are necessary to
generate the DSAY credits based on the principle of matching costs and benefits.
Ultimately, PGE -agreed in the Stipulation that it would not recover Harborton Restoration
Project development costs from customers to the extent these costs exceed DSAY revenues
retained by PGE. Accordingly, under no circumstance will customers be responsible for
development costs associated with the Harborton Restoration Project. As a compromise of
positions, parties were able to agree that Harborton Restoration Project development costs
would not be subject to the earnings test, as a pé.l't of a package that each party believes is
reasonable considering the unique facts and circumstances of this proceeding.

Please describe the Stipulation regarding the contingent environmental liability
accruals (S-5).

Parties agree that PGE shall defer, separately track, and capitalize as a regulatory asset,
contingent environmental liability accruals. This regulatory asset shall not be included in
rate base and PGE shall not earn a return on the balance.

Please describe the Stipulation regarding the approval of UP 344 (Property Sale) (S-6).

The Parties support approval of UP 344 subject to the condition that if Harborton
Restoration Project development costs, currently estimated at $10-$12 million, exceed
DSAY revenues, PGE will not recover any development costs from customers in excess of

DSAY revenues retained by PGE.” Harborton Restoration Project development costs

3 In the event PGE terminates the Harborton Restoration Project, PGE, not customers, will be responsible for
Harborton Restoration Project development and termination costs; termination costs include, but are not limited to,
returning to the Trustee Council all DSAY credits previously released to PGE and reimbursing the Trustee Council

UM 1789 / UE 311 / UP 344 — Parties Testimony
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includes all costs associated with the Harborton Restoration Project development, including
but not limited to, costs incurred as of the date of this Stipulation, development and
construction costs, permitting costs, costs paid to the Trustees for participation in the NRD
restoration project, and future termination-related costs -if applicable.

Please describe the Stipulation regarding the list of PGE properties identified as
potentially subject to EPA-assessed Portland Harbor cleanup daniages and NRD
damages (S-7).

PGE attaches as Appendix A to the Stipulation, the list of PGE properties eligible for this
mechanism. These sites may be subject to EPA-assessed Portland Harbor cleanup damages
and NRD damages. PGE has an ongoing duty to update Appendix A solely for the purpose

of removing sites from consideration as appropriate. Once notified of its share of Portland

Harbor environmental costs by site (either NRD or EPA liability), PGE will evaluate each of

the identified sites and will provide the informati(;ﬁ to Parties. Upon receiving the
conclusive NRD and/or EPA damage assessment information from PGE, Staff and other
parties to this docket will commence their own prudence review. Such review may include
but not be limited to such issues as whether each site was appropriately categdrized as utility
property, prudently managed, and eligible for recovery of prudently-incurred environmental
remediation costs. The amount of time required for Staff’s review of each individual site
could Véry depending on the number of sites submitted and the availability of historical
information, and therefore is not limited to 120 days.

The Parties agree to propose to the Commission that a “Phase II” of docket UE 311 be

opened for continued review of the sites listed in Appendix A and for an annual prudence

for all costs the Trustee Council has incurred with respect to the review and approval of the Harborton Restoration
Project. See Exhibit Staff/100, Moore/16; Exhibit Staff/102, Moore/1 (PGE’s Response to Staff DR No. 1).

UM 1789 / UE 311/ UP 344 — Parties Testimony
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review of the costs and revenues. Further, PGE will to the extent possible record
environmental remediation assessments separately by site.

Please describe the Stipulation regarding the initial prices for Schedule 149 (S-8).

The Parties agree that the initial prices for Schedule 149 will be set at zero.

Please explain why Schedule 149 rafes will initially be set at zero.

As noted above, the parties agree that there is currently $3.56 million included in base rates

for environmental remediation costs that will be credited to the PHERA on a monthly basis,

in the amount of $0.2976 million, until PGE’s next general rate case, when the appropriate
amount to be included in rates, if any, will be re-examined. The Commission may
determine whether an adjustment to Schedule 149, i.e., increase rates from zero, should be
made at that time or when the mechanism is subject to review.

Please describe the Stipulation regarding the interest to be applied on environmental
remediation costs incurred and environmental remediation revenues received (S-9).
The Parties agree that the pre-tax balance in the PHERA Annual Account that has not been
deemed prudent by Commission order shall accrue interest at the authorized rate of return
approved in PGE’s iﬁost recent general rate case. This includes the $3.56 million credited

on a monthly basis ($0.2967 million per month) to the PHERA Annual Account from base

rates until the conclusion of PGE’s next general rate case. In other words, the $3.56 million

will accrue interest at PGE’S authorized rate of return until that corresponding year’s ERC,
ERR, and Harborton Restoration Project development costs are deemed prudent. ERC,
ERR, and Harborton Restoratioft- Project development costs in the PHERA Annual Account
that have subsequently been reviewed for prudency, deemed prudent and passed through the
earnings fest will be transferred consistent with the Commission order to the PHERA

Balancing Account and will accrue interest at the PURE Rate. The PURE Rate will be

UM 1789 / UE 311/ UP 344 — Parties Testimony
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updated annually and included in Staff’s Report to the Commission on the prudence of ERC,
ERR, and Harborton Restoration Project development costs. Upon Commission order as to
prudence, interest will be transferred to the PHERA Balancing Account and is not allocated
across the remaining life of the project. The Parties also agree that interest will not be
accrued on contingent environmental liability accruals. Interest shall be calculated on the
pre-tax regulatory asset and regulatory liability balances.

Please explain the treatment and the interest to be applied on development costs and
revenues associated with the Harborton Restoration Project.

Like other costs, Harborton Restoration Project development costs and revenue will accrue
interest at PGE’s authorized ROR prior to completion of the prudence review and at the
PURE Rate following the prudence review. Harborton Restoration Project development
costs in one year are offset by revenues from DSAY sales in the same year and the net
remaining excess DSAY revenues for that year are transferred to the PHERA Balancing
Account and are equally allocated across the remaining expected life of the project to 2028
or as defined by the Commission. Harborton Restoration Project development costs
incurred before PGE has received its first year of DSAY revenues may be netted against
those first year of DSAY revenues, with any excess Harborton Restoration development
costs carried forward in accordance with the terms of the PHERA mechanism.

Please describe the Stipulation regarding the allocation and carry over of costs and
revenues (S-10).

Costs and revenues are allocated differently in the PHERA Balancing Account. After they
are found to be prudent, that year’s ERR are transferred from the PHERA Annual Account
to the PHERA Balancing Aécount. DSAY revenues that remain after being netted against

Harborton Restoration Project development costs, as well as any insurance proceeds

UM 1789 / UE 311/ UP 344 — Parties Testimony
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(insurance proceeds are not netted against Harborton Restoration Project development
costs), are allocated equally across the remaining expected life of the project, currently
estimated to be 2028. The other ERR components — amounts collected in base rates,
Schedule 149 tariff revenue, and interest — are allocated entirely to the year in which they
are received.

Each year’s allocated amount of ERR plus any prior rollover revenue is defined in the
Stipulation and Schedule 149 tariff as Annual Allocated Revenue (“AAR™). Meanwhile,
remaining Harborton Restoration Project development costs and ERC that are found to be
prudent are first subject to the earnings test discussed above, then are netted against that
year’s AAR in the PHERA. AAR is the sum of: (1) insurance proceeds associated with
Portland Harbor and Downtown Reach that are equally allocated across the remaining
expected project life, inclusive of the year in which they are received; (2) $3.56 million
currently in base rates, subject to adjustment by Commission; (3) the Schedule 149 tariff
revenue; (4) AAR balances carried forward; (5) accumulated interest; and (6) DSAY
revenues net of Harborton Restoration Project development costs that are equally allocated
across the remaining expected project life, inclusive of the year in which they are received.
The current expected project life is through 2028. Parties acknowledge that the Commission
may revise expected project life (on a going-forward basis) in the biennial review process
discussed in S-12 below. After reducing the annual ERC balance in the PHERA Annual
Account by any overearnings noted in S-4 above, the AAR is applied against the remaining
annual ERC balance. Any remaining annual ERC balance is transferred to the PHERA
Balancing Account and equally allocated across the following five years, and is not subject
to an additional earnings test. If ERC (after being reduced by any overearnings if ERC is

above $6 million) is less than the AAR, then the positive balance will be transferred to the

UM 1789 / UE 311 / UP 344 — Parties Testimony



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

UM 1789 / UE 311 / UP 344 / Parties / 100
Moore — Mullins — Brown / 16

PHERA Balancing Account to offset any accumulated costs in the PHERA Balancing
Account that were allocated to that year. Any remaining positive balance is carried forward

as an addition to the next year’s AAR.

Q. Can you give an example to illustrate how the allocations in the PHERA work?

Yes. Assume in 2019 that PGE received $10 million combined in DSAY revenues net of
Harborton Restoration Project development costs and insurance proceeds, and received $5
million from customers in base rates, Schedule 149 tariff revenue, and interest. Once those
revenues are found to be prudently incurred, the $10 million in DSAY revenue and
insurance proceeds are transferred to the PHERA Balancing Account and allocated across
the expected life of the project — in this case $1 million for each of the ten years inclusive of
2019 through 2028. The $5 million from rates, Schedule 149 tariff revenue, and interest is
allocated entirely to 2019, such that AAR in 2019 is $6 million.

Now assume that PGE incurs $22 million in ERC in 2019. Once those costs are found
to be prudent, the amount above $6 million is subject to the earnings test. Assume PGE
over;eal'ned in this year such that it can absorb $1 million in ERC. The remaining $21
million then is first offset by the $6 million in AAR in the PHERA to 2019, leaving $15
million to be allocated over the next five years, or-$3 million per year.

Then, in 2020, assume PGE receives no DSAY' revenue or insurance proceeds, but
again collects $5 million in rates, Schedule 149 revenue, and interest. It also incurs $1
million in ERC. All costs and revenues are found to be prudent and the earnings test does
not apply because $1 million is within the $6 million “safe harbor” from the earnings test.
Under this scenario, AAR for 2020 is $6 million (the $1 million allocated from DSAY
revenue and insurance proceeds received in 2019 plus the $5 million collected from rates

and interest in 2020), and annual allocated ERC is $4 million (the $3 million allocated from
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ERC incurred in 2019 plus the $1 million incurred in 2020). All ERC allocated to 2020,
therefore, is netted against 2020 AAR (first paying for costs incurred in 2020 and then
offsetting any amortized amounts) and the remaining $2 million in AAR flows forward to
offset the $3 million in ERC allocated to 2021, leaving $1 million in allocated ERC for
2021. The process continues in this manner each subsequent year.

Please describe the Stipulation regarding cost functionalization (S-11).

The Parties agree to allocate the functionalized costs recoverable through Schedule 149 to
each rate schedule according to the relative use of generation, distribution, and transmission
service. The Parties agree that this is a reasonable approach because each customer class has
rates unbundled into distribution, transmission and generation components with each class
using a different relative portion of those functions. It seems reasonable that if
environmental costs arise from the provision of a certain electric service function (e.g.,
generation), then those environmental costs should be allocated consistent with the method
of allocating that function across the classes of customers. Further, PGE noted that
historical functionalization is the same approach approved by the Commission in the Trojan

plant cost recovery mechanism.

Q. Please describe the Stipulation regarding the PHERA mechanism review (S-12).

Consistent with the requirements of ORS 757.210(b), the Parties agree that the PHERA
mechanism is subject to review no less frequently than every two years, or when significant
information becomes available, or during a general rate case. All aspects of the mechanism
are subject to review and revision, including but not limited to, the earnings test, the exempt
ERC amount, and incentives for cost management such as sharing. The Parties agreed to
regular review of the PHERA mechanism given that environmental remediation damages

will not be assessed until the second quarter of 2017 (NRD damages) and year 2020-22
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(EPA damages), with the understanding that adjustments may be required as actual costs and

revenues become known that may differ from PGE’s forecasts.

Q. Please describe the Stipulation regarding the revised Schedule 149 (S-14).

Appendices B and C to the Stipulation provide a revised Schedule 149 tariff and special
conditions consistent with this settlement agreement, iﬁ both clean (Appendix B) and

red-line/strikeout (Appendix C) format.

Q. Does the Stipulation resolve all issues in these dockets?

Yes, the stipulation resolves all issues in these dockets. Under Paragraph 17, however,
parties are not meant to be restricted from raising issues that were resolved through the
Stipulation when the PHERA is subject to periodic review. Exhibit 101 is a copy of the

Stipulation.

. Mr. Mullins, please provide a brief summary of why you support the Stipulation on

behalf of ICNU.
Given the unique facts and circumstances presented in this proceeding, as well as recent
Commission precedent in Docket No. UM 1635 (cons.), ICNU viewed the Stipulation to be
a reasonable compromise. Accordingly, ICNU does not necessarily support any particular
provision of the stipulation if viewed in isolation. Fér example, ICNU is generally of the
position that, given the concerns of single issue ratemaking, all costs subject to deferred
accounting ought to be subject to an earnings test. Yet, ICNU was willing to accept
stipulation provisions allowing certain costs not to be subject to an earnings test as a part of
an integrated package.

ICNU was able to support this stipulation on the basis that it aligned with the
Commission decision in Docket No. UM 1635 (cons.). In addition, the Stipulation

contained a number of provisions, such as the $3.56 million annual amount credited to
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PHERA, that provide sufficient value to ratepayers relative to the initial filings of PGE.
Finally, the Stipulation is flexible, in that it is subject to periodic review as additional
information, such as NRD assessments, becomes available. Thus, parties retain an ability to
respond to changing and u11f01'¢seen circumstances, an important consideration for ICNU

given the large amount of uncertainty surrounding the PGE’s expected liabilities.
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IV..  Recommendation and Conclusion

Q. What is your recommendation to the Commission regarding this Stipulation?

A. The Parties recommend and request that the Commission approve the consolidated UM
1789 Stipulation. Based on careful review of PGE’s filing and thorough analysis of the
issues during workshops and a settlement conference, we believe these adjustments
represent appropﬂate and reasonable resolutions of the respective issues in this dockét.

Q. Does this complete your testimony?

Yes.
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Exhibit Description
101 UM 1789 / UE 311 / UP 344 Stipulation
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SCHEDULE 149
ENVIRONMENTAL REMEDIATION COST RECOVERY ADJUSTMENT
AUTOMATIC ADJUSTMENT CLAUSE

PURPOSE

This Schedule recovers the costs and revenues associated with the Portland Harbor Superfund
site (“Portland Harbor”), the Natural Resource Damage obligation, the Downtown Reach
portions of the Willamette River, and the Harborton Restoration Project. This adjustment
schedule is implemented as an automatic adjustment clause as provided under ORS 757.210.

AVAILABLE

In all territory served by Portland General Electric Company (“PGE”).
APPLICABLE

To all Schedules.

ANNUAL ACCOUNT & BALANCING ACCOUNT

By Order No. XX-XXX, the Commission approved a deferral of environmental-related costs and
revenues, effective July 15, 2016, that flow into the Portland Harbor Environmental Remediation
Account (‘PHERA”). The PHERA Annual Account records Environmental Remediation Costs
(‘ERC”), the costs of developing the Harborton Restoration Project, and Environmental
Remediation Revenues (“ERR”). The balance in the Annual Account that has not been
reviewed by the Commission for prudence shall accrue interest at the authorized rate of return
approved in PGE's most recent general rate case. Costs and revenues in the Annual Account
that have been reviewed for prudency and remain following the earnings test will be transferred
to the PHERA Balancing Account and will accrue interest at the average of the five-year U.S.
Treasury rate plus 100 basis points (the “PURE Rate”).

EARNINGS TEST

Subject to the conditions stated below, the recovery from customers of certain ERC is subject
to an earnings review and test for the year that the costs were paid. Following a prudence
review, PGE will be allowed to place prudent expenses and proceeds into the Balancing
Account to the extent that PGE’s Actual Regulated Return on Equity (“ROE”) does not exceed
its ROE authorized by the Commission in PGE’s most recent general rate case. A fixed $6.0
million each year in ERC and Harborton Restoration Project development costs, currently
estimated at $10-$12 million, are not subject to the earnings test. Proceeds from insurance
companies and DSAY (“Discount Service Acre Year”) sales will not be subject to an earnings
review, but will be subject to a prudency review.

Advice No. 16-11
Issued July 15, 2016 Effective for service
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SCHEDULE 149 (Continued)
DEFINITIONS

Annual Allocated Revenue (“AAR”)

The Annual Allocated Revenue is the sum of annual revenue from this Tariff plus DSAY
revenues (net of prudent Harborton Restoration Project development costs), insurance
proceeds, $3.56 million currently in base rates (subject to revision by the Commission), AAR
balances carried forward, and accumulated interest. The $3.56 million per year currently in
base rates will be credited to the PHERA Annual Account on a monthly basis, in the amount of
$0.2967 million, until PGE’s next general rate case when the appropriate amount to be included
in rates, if any, will be re-examined. For the month of July 2016, a prorated amount of $0.1627
million shall be credited to the PHERA Annual Account. The amount of insurance proceeds
“and net DSAY revenues to be included in the AAR is calculated as total proceeds divided by the
expected remaining life of the projects, inclusive of the year in which they are received (so that
such proceeds are equally allocated). The initial assumption is that the remaining life is through
2028, and may be revised by the Commission (on a going-forward basis) in any subsequent
Commission review process.

Downtown Reach

The segment of the Willamette River between River Miles 12 and 16 is known as the
“Downtown Reach.”

DSAY

Discount Service Acre Year (‘DSAY”) obligations or credits measure damage or mitigation to
natural resources:.
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SCHEDULE 149 (Continued)
DEFINITIONS (Continued)

Environmental Remediation Costs (“ERC”)

Environmental Remediation Costs are costs related to remediation of the Portland Harbor and
Downtown Reach sites that include, but are not limited to, the design, permitting, construction,
on-going monitoring, and trustee financial requirements necessary for habitat restoration
development, investigation, testing, sampling, monitoring, removal, disposal, storage,
remediation, or other treatment of residues, litigation costs/expenses or other liabilities, disposal
sites, sites that otherwise contain contamination that requires remediation for which PGE is
responsible, or sites to which material may have migrated; the Natural Resource Damage
obligation; Harborton Restoration Project O&M and endowment costs; and costs related to
pursuing insurance recoveries. ERC do not include Harborton Restoration Project development
costs, which include, but are not limited to, costs incurred as of the date of the UM 1789
Stipulation, development and construction costs, permitting costs, costs paid to the Trustees for
participation in the NRD restoration project, and future termination-related costs if applicable.
Further, the remediation sites eligible for inclusion as ERCs are limited to those sites identified
in Appendix A to the UM 1789 Stipulation.

Environmental Remediation Revenues

Environmental Remediation Revenues include: (1) DSAY revenues net of prudent Harborton
Restoration Project development costs; (2) insurance proceeds; (3) the amount included in
base rates for environmental remediation activities at Portland Harbor or Downtown Reach; (4)
the Schedule 149 tariff revenue; and (5) interest.

Harborton Restoration Project

PGE intends to design, construct, monitor and maintain the Harborton Restoration Project at
12500 NW Marina Way, Portland, Multnomah County, Oregon. PGE will restore and enhance
approximately 62 acres of the 78.51 acres of the overall property.

Natural Resource Damage

The Comprehensive Environmental Response, Compensation, and Liability Act of 1980
(“CERCLA” or “Superfund”) and Oil Pollution Act (*OPA”) Programs require the cleanup for
contaminants that are released and pose a threat to human health and the environment. In
addition to the requirements for cleanup under these cleanup programs, the Superfund and
OPA cleanup programs also require that natural resources be restored to the state that they
were at before injury from environmental contaminants. [f natural resources are not restored,
then Trustees will seek compensation for the injury, quantified as Natural Resource Damages
(“NRD”) from parties responsible for the release of the contaminants. NRD in this tariff refers to
NRD obligations assessed against PGE.
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SCHEDULE 149 (Continued)
DEFINITIONS (Continued)

Portland Harbor Superfund

The Superfund designation is pursuant to CERCLA. 42 U.S.C Section 9601 et seq. The
CERCLA and OPA programs require the cleanup for contaminants that are released and pose
a threat to human health and the environment.

PURE
The Prudence-Reviewed Unamortized Environmental Remediation Expense (‘PURE”) rate that

is established early each year by Staff and represents the average of the 5-year US Treasury
rate plus 100 basis points.
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SCHEDULE 149 (Continued)

ADJUSTMENT RATES

Schedule Adjustment Rate
7 0.000 ¢ per kWh
15/515 0.000 ¢ per kWh
32/532 0.000 ¢ per kWh
38/538 0.000 ¢ per kWh
47 0.000 ¢ per kWh
49/549 0.000 ¢ per kWh
75/575

Secondary 0.000 ¢ per kWh

Primary 0.000 ¢ per kWh

Subtransmission 0.000 ¢ per kWh
76R/576R

Secondary 0.000 ¢ perkWh

Primary 0.000 ¢ per kWh

Subtransmission 0.000 ¢ per kWh
83/583 0.000 ¢ per kWh
85/485/585 ‘

Secondary 0.000 ¢ per kWh

Primary 0.000 ¢ perkWh
89/489/589

Secondary 0.000 ¢ per kWh

Primary 0.000 ¢ per kWh

Subtransmission 0.000 ¢ perkWh
90/490/590 0.000 ¢ per kWh
91/491/591 0.000 ¢ per kWh
92/492/592 0.000 ¢ per kWh
95/495/595 0.000 ¢ per kWh
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SCHEDULE 149 (Continued)
SPECIAL CONDITIONS

1. By March 15 of each year, PGE will submit a prudence review filing that includes a
report of all activity associated with Harborton Restoration Project development costs,
ERC, ERR, and other related third-party proceeds recorded in the PHERA Annual
Account. Staff and other Parties will complete the prudence review, and Staff will
submit its report and recommendation to the Commission within 120 days of submittal.
Only cash expenditures will be included in the PHERA Annual Account for recovery
under the PHERA mechanism. PGE shall defer, separately track, and capitalize as a
regulatory asset, contingent environmental liability accruals. This regulatory asset shall
not be included in rate base and PGE shall not earn a return on the balance.

2. The amount of costs and revenues that is transferred to the Balancing Account is
determined on an annual basis and subject to an earnings test. The amount transferred
is calculated as the current year's ERC and any remaining Harborton Restoration
Project development costs not offset by that year's DSAY revenues, less the AAR.
Harborton Restoration Project development costs incurred prior to the first year with
DSAY revenues may be netted against those revenues.

3. The earnings test in this schedule will be applied after the Power Cost Adjustment
Mechanism (“PCAM”) earnings test. The amount subject to the earnings test is
prudently incurred ERC that exceed $6.0 million. In addition, Harborton Restoration
Project development costs are not subject to an earnings test.

4. The amount of annual ERC recoverable post-application of the earnings test is reduced
by the AAR and then the remaining balance, if any, is transferred to the Balancing
Account for recovery across the following five years.

5. If ERC in any year are less than the AAR, then the remaining ARR balance will be used
to offset accumulated costs in the Balancing Account that were allocated to that year.
Any remaining positive balances (more AAR revenues than current and accumulated
costs) will roll forward as an addition to the next year's AAR.

6. Functionalized costs recoverable through Schedule 149 will be allocated to each rate
schedule according to relative use of generation, distribution, and transmission service.
Long-Term Direct Access customers will be priced at Cost-of-Service for purposes of
allocating costs.
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SCHEDULE 149 (Concluded)

SPECIAL CONDITIONS (Continued)

7.

8.

10.

11.

12.

In the event that the amount in the PHERA Balancing Account results in a potential
refund to customers, subject to approval by the Commission, PGE will determine if the
refund should be applied to Customer bills, or if the credit balance should carry to a
future period. A credit balance may be carried to a future period if it is determined by
the Commission that the credit balance is best used to offset future expected ERC not
yet recorded in the deferral account, or for such other reasons as the Commission may
determine.

Adjustments under this Schedule shall continue for a period of five years following the
date that the last remediation expenses are incurred and paid, or such other date that
the Commission may decide.

Development costs associated with the creation of DSAYs from the Harborton
Restoration Project shall be deferred as regulatory assets.

PGE shall defer and capitalize, as a regulatory asset, incurred costs associated with
environmental liabilities accrued according to Accounting Standards Codification (“ASC")
410, Environmental Obligations and pursuant to Generally Accepted Accounting
Principles (“GAAP”). Any GAAP accounting accruals recorded would not be subject to
interest computation or earnings test as no cash amounts have been paid or received.

The PHERA is subject to review no less frequently than every two years, when
significant new information becomes available, or during a general rate case. All
aspects of the mechanism are subject to review and revision, including but not limited
to, the earnings test, the exempt ERC amount, and incentives for cost management
such as sharing.

If Harborton Restoration Project development costs, currently estimated at $10-$12
million, exceed DSAY revenues, PGE will not recover development costs from
customers in excess of DSAY revenues retained by PGE. Harborton Restoration
Project development costs include all costs associated with the Harborton Restoration
Project development, including but not limited to, costs incurred as of the date of the UM
1789 Stipulation, development and construction costs, permitting costs, costs paid to the
Trustees for participation in the NRD restoration project, and future termination-related
costs if applicable.

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lobdell, Senior Vice President upon Commission Order



