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Portland General Electric Company (“PGE”) submits this reply to the Staff Motion for 

Clarification of Commission Final Order filed on February 12, 2007.

DISCUSSION

On January 26, 2007, PGE filed Advice No. 07-04, Modifications to Schedule 126, 

Annual Power Cost Variance Mechanism (the “Advice Filing”).  That Advice Filing added 

specification to the “positive” and “negative” limits of the Annual Power Cost Deadband 

established in Order 07-015 in this docket (the “Order”).  The Advice Filing also added to the 
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Earnings Test a description of the actual earnings test return on equity percentage ranges 

required by Order 07-015.  Consistent with its understanding of the Order, PGE calculated the 

power cost deadbands on an after-tax basis.  PGE explained in its filing that these deadbands, 

and the operation of SB 408, would have the stated after-tax impact on return on equity.  

On February 12, 2007, Staff filed a motion for clarification of Order 07-015, expressing 

its belief that “the Commission intended the PCVM deadband to be expressed in pre-tax dollars.”  

Staff’s motion seeks an order from the Commission clarifying that “PGE’s proposed deadband 

values must be grossed-up for State and Federal taxes and other revenue sensitive costs.”

Also on February 12, 2007, the Commission issued Order 07-049 in Docket UM 1234, 

PGE’s application for deferred accounting of excess power costs due to the Boardman plant 

outage that occurred in late 2005 and early 2006.  Order 07-049 addressed the interplay between 

deadbands and SB 408.  In that order the Commission expressly decreased the size of the 

deferral deadband in recognition of the effects of SB 408, and calculated the dollar amount of the 

deadband on a pre-tax basis.  Those calculations confirmed that Staff’s interpretation of the 

Order was correct.  The Boardman deferral order also referenced the Order in this docket and 

stated:  “In Order No. 07-015, entered in UE 180, we applied an adjusted 150 basis points on 

ROE deadband [footnote] as an explicit measure of normal business risk.”  Order 07-049, p. 19.  

The referenced footnote stated:  “The size of the deadband reflects adjustment for SB 408 

effects.”   Id.

Applying the Boardman deferral order methodology to the power cost deadband in this 

docket will produce deadband values that are larger than those in the Advice Filing.  Thus, PGE 

will file amended tariff sheets incorporating power cost deadbands calculated consistent with the 

Commission’s calculation in the Boardman deferral order; i.e., on a pre-tax basis.  Staff’s motion 
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calculated the deadband values based on adjusting not only for taxes, but other revenue-sensitive 

items.  PGE has discussed this issue with Staff, and PGE and Staff now agree that the 

appropriate gross-up factor is derived from the combined State and Federal tax rate used in 

determining rates in this docket, and not other revenue sensitive costs.  Revenue sensitive items 

apply when one grosses-up a revenue item, not a cost item such as power costs.  

The appropriate gross-up factor is the combined State and Federal tax rate used in 

determining rates in this docket, which is 39.301% based on the information in Appendix F to 

the Order.  Using this correct gross-up factor yields the following values:

Before Port Westward 150 basis points $21.359 million
Before Port Westward -75 basis points $(10.680) million

After Port Westward 150 basis points $24.820 million
After Port Westward -75 basis points $(12.410) million

A spreadsheet showing the calculation of these deadband values is attached as Exhibit A.  As 

that attachment also shows, the effect on PGE of a deadband calculated in this manner is almost 

the same as a pre-SB 408 deadband of positive 250 basis points and negative 125 basis points.  

PGE requests that the Commission confirm that these are the power cost deadbands it determined 

as appropriate for use in the Annual Power Cost Variance Mechanism.1  

  
1  PGE reserves the right to file a motion for reconsideration regarding other issues surrounding the power cost 
deadband that have not been raised by Staff’s motion.  
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CONCLUSION

For the reasons stated above PGE joins Staff in requesting that the Commission issue an 

order clarifying its intent regarding the calculation of the power cost deadband in PGE’s Power 

Cost Variance Mechanism.

DATED this 21st day of February, 2007

Respectfully submitted,

/s/ DOUGLAS C. TINGEY

_______________________________________
DOUGLAS C. TINGEY, OSB No. 04436
Portland General Electric Company
121 SW Salmon Street, 1WTC1300
Portland, OR  97204
Telephone:  (503) 464-8926
Facsimile:   (503) 464-2200
E-Mail:       doug.tingey@pgn.com
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