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| Introduction

Q. What are your names and positions?

A. My name is Dustin Ball. I am a Senior Analyst employed by the Oregon Public Utility

Commission. My qualifications have been provided in previous dockets concerning PGE,
most recently in PGE’s general rate case proceeding (see Docket UE-197, Staff/301).

My name is Randy Falkenberg. I am a consultant working for the Industrial Customers
of Northwest Utilities (ICNU) in this matter. My qualifications have been provided in
previous dockets on behalf of ICNU, most recently in PGE’s Biglow 1 proceeding (see
Docket UE-188, ICNU/101).

My name is Bob Jenks. I am the Executive Director of the Citizens’ Utility Board
(CUB). My qualifications have been provided in previous dockets on behalf of CUB, most
recently in PGE’s general rate case proceeding (see Docket UE-197, CUB/101).

My name is Jay Tinker. I am a project manager for PGE. My qualifications were

previously provided in PGE Exhibit 100

Q. What is the purpose of your testimony?

Our purpose is to describe and support a stipulation (“Stipulation”) between Staff, ICNU,
CUB, and PGE (the “Parties”) regarding issues raised in this docket (UE-201). The
Stipulation resolves all issues identified by the Parties and, therefore, if approved by the

Commission, would conclude this proceeding.

Q. Please summarize the agreement contained in the UE-201 Stipulation.

The Stipulation resolves identified issues that impact the calculation of the Power Cost
Adjustment Mechanism (PCAM) credit for 2007 as well as other non-financial issues.

Under the terms of the Stipulation, the PCAM credit for 2007 will increase from $15.8
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million, as originally filed by PGE, to $16.5 million. A copy of the Stipulation is attached as
Exhibit 101. Table 1 below summarizes the modification to the 2007 PCAM credit, before

consideration of interest or revenue sensitive costs as required by Schedule 126.

Table 1
(2007 PCAM Credit Modifications)
Item Description $(000s)
(1) PCAM Credit As Filed by PGE — See PGE Exhibit 101 $(15,817)
2) Modify Deadband to Reflect January 17, 2007 Effective Date $(512)
3 Remove 7/12 of Coal Inventory Adjustment Accrual $(285)
@®H=2)+03) Total Modifications to 2007 Power Cost Variance $(797)
(5)=(4) *90%  Sharing Percentage (90%) $(717)
6)=(1)+(5) PCAM Credit — Modified for Stipulation $(16,534)

Q. Please describe the first adjustment to the 2007 PCAM credit, modifying the deadband

to reflect a January 17, 2007 effective date.

During settlement discussions, OPUC Staff identified an issue regarding the derivation of
the deadband applicable to 2007. Specifically, while PGE had derived the unit net variable
power cost (NVPC) variance to exclude the period from January 1, 2007 through January
16, 2007, the deadband was calculated on the basis of the entire calendar year. Since the
Commission-approved tariffs in UE-180 (including Schedule 126) were effective January
17, 2007, Staff believed an adjustment should be made to the deadband to reflect this
effective date. The Parties agree that this adjustment is reasonable. The adjustment reduces
the size of the deadband, and hence increases the credit attributable to customers prior to

sharing, by $512,000.

. Please describe the second adjustment to the 2007 PCAM credit, removing 7/12 of the

coal inventory adjustment accrual.
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A. During settlement discussions, ICNU raised the issue of whether a portion of the accrual for

an adjustment to coal burn costs due to a review of coal inventory is related to a period prior

to the adoption of the PCAM.

. What is the coal inventory adjustment accrual that PGE records?

During the scheduled Boardman maintenance outage (generally in the spring), PGE
performs a measurement of the coal pile at the Boardman plant. = The measurement of
PGE’s coal inventory is then compared to estimates of coal burned based on plant output
since the last coal inventory measurement. To the extent that the usage is different as
measured by the coal inventory relative to estimates of usage based on plant output, an

adjustment is made to coal burn, which is a component of actual NVPC.

Q. Did the coal inventory adjustment include a period in 2006?

Yes. PGE measured the Boardman coal pile in May 2007 and recorded a $489,000 increase
in coal burn costs for 2007 as a result of those measurements. Since PGE’s last
measurement of the coal pile was in May 2006, the adjustment relates to the period May
2006 through May 2007. Therefore, a portion of the adjustment can be reasonably
attributable to 2006. We estimated that portion to be 7/12 of the $489,000 accrual, or
$285,000. Since 2006 was a period without a PCAM, the Parties agreed that it is reasonable
to remove this amount from actual power costs, which increases the PCAM credit by

$285,000, before applying the sharing provision of Schedule 126.

. Did the Parties agree on the treatment of similar coal inventory adjustment accruals in

future PCAM amortization proceedings?
Yes. The 2007 PCAM proceeding is unique in that the prior period (2006) was a year

without a PCAM mechanism. In the future, coal inventory accrual adjustments will relate
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entirely to periods covered under the PCAM. Therefore, the Parties agreed that in future
PCAM proceedings, the Parties will not object to the inclusion of a coal inventory

adjustment on the basis that it relates to a prior period.

. What is the net impact of the stipulated items that relate to 2007 power cost issues on

the 2007 PCAM credit?

As indicated in Table 1, the two items with an impact on the 2007 PCAM credit increased
the credit variance by $797,000 before consideration of the sharing provision of Schedule
126. Since the 2007 variance of power costs was outside the deadband, 90% of this amount,

or $717,000, would flow to customers as an additional PCAM credit.

. Will PGE recalculate interest and the provision for revenue sensitive costs pursuant to

the modified PCAM credit?

Yes. If the Stipulation is approved by the Commission, PGE’s compliance tariff filing will
include a recalculated credit amount consistent with the terms of the Stipulation, including
recalculated interest and revenue sensitive cost changes pursuant to the modified credit
amount as required by Schedule 126.

Did the Parties stipulate to additional issues in this proceeding?

Yes, the Parties are in agreement on a number of other issues that do not impact the size of
the 2007 PCAM credit, but do have implications for future PCAM amortization
proceedings. The Stipulation provides for an agreement on the following items:

o PGE will present future earnings test Regulated Return on Equity (ROE) results
both before, and after, application of any PCAM credit/charge.

o The Parties agree that for the current and future earnings tests in the PCAM, it is
appropriate to include SB 408 accruals in Regulated ROE results.

o The Parties agree to certain provisions which allow for information to be provided

more timely in future PCAM amortization proceedings.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

UE-201 / Staff-ICNU-PGE / 100

Ball-Falkenberg-Jenks-Tinker / 5

o The Parties agree to certain language changes to Schedule 126 to clarify the
impact of direct access windows that occur after PGE’s final power cost forecast

is developed in mid-November.

Q. Please describe the first area of agreement, presenting earnings test Regulated ROE

results before, and after, application of the PCAM credit/charge.

In PGE’s initial filing, Regulated ROE results were presented inclusive of the PCAM credit,
with a resulting Regulated ROE of 11.58% (PGE Exhibit 102). Since the earnings test ROE
floor for refund of PCAM credits is 11.1% (100 basis points above the authorized ROE), in
this instance, the credit should be refunded in its entirety to customers. However, future
refunds (or collections) may be limited (or eliminated) based on earnings test ROE results.
To facilitate a more complete evaluation of earnings, the Parties agree that PGE should
present future Regulated ROE results from the earnings test both before, and after,

application of any PCAM refund/charge.

. Please describe the second area of agreement, including SB 408 accruals in PCAM

earnings tests.

PGE is a utility subject to ORS 757.268 (SB 408). Under this statute, PGE evaluates
differences in “taxes paid” and “taxes collected” as defined by statute and associated OAR
860-022-0041. Differences of $100,000 or more are subject to collection/refund following
an OPUC docket that concludes with an Order approximately 16 months after the end of the
year under evaluation. For example, 2007 differences between “taxes paid” and “taxes
collected” will be determined by a Commission Order, which is expected in April 2009.
However, as a utility subject to SB 408, PGE accrues for refunds or charges

contemporaneous with the year under evaluation. For 2007, PGE accrued approximately
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$15.8 million as a receivable from customers associated with the application of SB 408 (See
PGE Exhibit 100, pages, 10-11) to 2007 results.

Under the UE-201 Stipulation, the Parties agree that such accruals are appropriately
included in earnings tests for PCAM purposes since they represent the application of a law
to the period that relates specifically to utility financial results regarding income taxes.
Further, the Parties agree that this approach to earnings tests for PCAM proceedings is
reasonable irrespective of the Commission’s forthcoming decision in Docket UM-1224 (in
which this same issue is under consideration for an earnings test related to an income tax

deferral).

. Please describe the third area of agreement, in which the Parties agree to work

together to provide information in future PCAM amortization proceedings on a more
timely basis.

The Stipulation provides for a number of items intended to facilitate the review of PGE’s
future PCAM filings, including:

e PGE and ICNU agree to work together in good faith to establish a confidentiality
agreement that allows ICNU (and their expert witness) to receive confidential
information at the time of PGE’s initial PCAM filing.

e PGE agrees to provide the same work papers in future PCAM filings as was
provided in this filing, and, in addition agrees to provide transaction level detail in
the work papers.

o The Parties agree to provide work papers concurrently with their testimony.

e PGE agrees to provide ICNU’s expert witness with confidential data response
material via overnight package delivery and non-confidential responses via email.

Since PGE files its initial PCAM filing by July 1 (pursuant to Schedule 126), the Parties

agree that the actions described above help facilitate the processing of PGE’s filings so that



10

11

12

13

14

15

16

17

18

19

20

21

22

UE-201 / Staff-ICNU-PGE / 100
Ball-Falkenberg-Jenks-Tinker / 7

Commission approved amortization of charges/credits can begin January 1 of the following
calendar year.

Please describe the final area of agreement, modifications to the language in Schedule
126 relating to Direct Access windows.

PGE establishes final forecast power costs for rate making' purposes approximately
November 15 for the following calendar year. However, under existing
Commission-approved tariffs, non-residential customers are provided opportunities to select
non-Cost of Service rate options after final power costs are established for rates in
mid-November. Two options presently exist. First, an Annual opt-out window occurs in
late November immediately after the final power cost forecast is filed. Under this window,
non-residential customers may elect to receive service from an Energy Service Supplier
(ESS) or chose a market-based rate option from PGE. Customers electing one of these
options do so for the entire following calendar year. Second, Quarterly windows occur
throughout the year, which allow electing customers to opt-out of PGE’s Cost of Service
rates for the remainder of the calendar year.

Aside from potential PCAM effects, do the decisions made by eligible customers during
these windows have a financial impact on PGE or a detrimental impact on other
customers?

No. Eligible customers electing a non-Cost of Service option receive a transition
charge/credit based on the difference between the market value of their forecast energy use
and the average cost of PGE’s resources to which they have a legal right pursuant to

SB 1149. As a result, when eligible customers elect a non-Cost of Service option, PGE is

' PGE rate making proceedings related to power costs include Annual Update Tariff (AUT) proceedings, or general
rate case proceedings.
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made financially whole by obtaining the value implicit in the transition adjustment through
wholesale sales. Other customers remain unharmed as the transition adjustment is only a
function of the share of resources to which the eligible customers are entitled.

Should the election of non-Cost of Service options by eligible customers impact the
PCAM result?

No. The current structure of these options, as described above, is to ensure neutrality with
respect to these options. Consistent with this approach, eligible customer decisions during
these windows should not impact the PCAM result.

Does the current language of Schedule 126 clearly provide for necessary adjustments
to ensure that the derivation of “base” and “actual” unit NVPC as defined in Schedule
126 create this required neutrality?

No. The Parties agree that PGE made reasonable adjustments to the derivation of the 2007
PCAM result to ensure neutrality with regard to 2007 non-Cost of Service decisions made
by eligible customers. However, the Parties believe the language in Schedule 126 should be
modified to make clear the adjustments that should be made to ensure neutrality to the extent
that customers elect non-Cost of Service options under either the Annual or Quarterly
windows. As a result, the Stipulation includes proposed changes to Schedule 126 to provide

this clarification.

. What do the Parties request of the Commission?

The Parties respectfully request that the Commission issue an Order approving the
Stipulation in this proceeding finding that it is in the public interest and results in fair, just,

and reasonable rates. Further, the Parties request that such Order be issued no later than
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mid-November to facilitate PGE’s compliance tariff filing so that rates may be effective

January 1, 2009.

Q. Does this conclude your testimony?

Yes.
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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UE 201

In the Matter of the )

) STIPULATION RESOLVING
PORTLAND GENERAL ELECTRIC ) ALL ISSUES
COMPANY )

)
Application for Annual Adjustment to Schedule )
126 under the Terms of the Annual Power Cost )
Variance Mechanism )

This Stipulation (“Stipulation”) is among Portland General Electric Company (“PGE”),
Staff of the Public Utility Commission of Oregon (“Staff”), the Citizens’ Utility Board of
Oregon (“CUB”), and the Industrial Customers of Northwest Utilities (“ICNU”) (collectively,
the “Stipulating Parties”).

I. INTRODUCTION

On July 1, 2008, PGE filed this annual power cost variance adjustment (“PCAM?”) as
required by its Tariff Schedule 126. The Stipulating Parties are the only parties to the docket.
The parties have conducted discovery, held workshops, and conducted settlement conferences.
As a result of those settlement discussions, the Stipulating Parties have agreed to certain
adjustments to PGE’s calculation of the PCAM, and to a tariff clarification. The Stipulating
Parties submit this Stipulation to the Commission and request that the Commission adopt orders
in this Docket implementing the following.

IL. TERMS OF STIPULATION
1. This Stipulation is a comprehensive settlement of the issues in this docket.

2. The 2007 PCAM credit will be modified to reflect an earnings test deadband

EXHIBIT_CL
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calculation using 349 days (the applicable PCAM period for 2007) rather than 365 days. The
effect of this change is an increase in the PCAM credit of approximately $461,000.

3. The 2007 PCAM credit will be modified to remove 7/12 of a coal inventory
adjustment accrual made by PGE. This reflects an estimate of the portion of the accrual that
relates to 2006, in which no PCAM was applicable. This change increases the 2007 PCAM
credit by approximately $256,000. In future PCAM proceedings, coal inventory accruals will
not be removed on the basis that they relate to a prior period. Parties retain the right to challenge
PGE’s coal inventory in future cases on other grounds, including but not limited to its accuracy
and reasonableness.

4. In future PCAM proceedings PGE agrees to show earnings test return on equity
results first without the PCAM credit or charge, and then after the calculated PCAM credit or
charge.

5. The Stipulating Parties agree that accruals related to SB 408 should be included in
PCAM earnings tests for 2007 and in future PCAM eamings tests.

6. ICNU and PGE agree to work in good faith to establish a confidentiality
agreement that allows ICNU and their expert witness to receive confidential information at the
time of PGE’s initial filing in future PCAM dockets. PGE also agrees to provide with its future
PCAM filings the same work papers as provided in this proceeding, and an additional work
paper that shows the transaction level detail for the PCAM actual power cost report, comparable
to PGE’s response to ICNU data requests 1.1 and 1.2 in this case. In future PCAM proceedings,
all parties shall provide work papers concurrently with their testimony. In future proceedings,
PGE also agrees to provide ICNU’s expert witnesses with confidential data response answers

with overnight package delivery and non-confidential data response answers via email.

| EXHIBITL2!
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7. The parties will support a change in the language of Schedule 126, as shown on
Exhibit “A” to this Stipulation, to make adjustments to forecasted net variable power costs to
reflect the impact of customer direct access enrollments under Schedules 515 through 594 that
take place after the final Monet power cost run is filed in mid-November. Nothing in this
paragraph reduces the Stipulating Parties procedural and substantive rights to challenge the final
Monet power cost runs filed in mid-November or the subsequent adjusted update.

8. The estimated impact of all of these changes is an increase in the 2007 PCAM
credit of approximately $717,000. Exhibit “B” to this Stipulation shows the revised calculation
of the 2007 PCAM credit of $16.534 million after the stipulated changes. PGE will recalculate
appropriate revenue sensitive costs and interest on the revised PCAM credit consistent with the
methodology provided in Schedule 126.

9. The Stipulating Parties recommend and request that the Commission approve the
adjustments described above as appropriate and reasonable resolutions of all issues in this
docket.

10.  The Stipulating Parties agree that this Stipulation is in the public interest and will
result in rates that are fair, just, and reasonable.

11.  The Stipulating Parties agree that this Stipulation represents a compromise in the
positions of the parties. As such, conduct, statements, and documents disclosed in the
negotiation of this Stipulation shall not be admissible as evidence in this or any other proceeding.

12.  Ifthe Commission rejects all or any material part of this Stipulation, or adds any
material condition to any final order which is not contemplated by this Stipulation, each Party
reserves the right to withdraw from this 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

EXHIBIT/ZL
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Stipulation or adds such material condition. Nothing in this paragraph provides any Stipulating
Party the right to withdraw from this Stipulation as a result of the Commission’s resolution of
issues that this Stipulation does not resolve.

13.  This Stipulation will be offered into the record in this proceeding as evidence
pursuant to OAR § 860-14-0085. The Stipulating Parties agree to support this Stipulation
throughout this proceeding and in any appeal, provide witnesses to sponsor this Stipulation at the
hearing (if necessary), and recommend that the Commission issue an order adopting the
settlements contained herein. The Stipulating Parties also agree to cooperate in drafting and
submitting written testimony required by OAR § 860-14-0085(4).

14. By entering into this Stipulation, 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, other than those specifically identified in the
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 issues in any other proceeding.

15.  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
agreement.

DATED this 31% day of October, 2008.
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Portland General Electric Company
P.U.C. Oregon No. E-18 Original Sheet No. 126-2

Schedule 126 (Continued)
DEFINITIONS

Actual Loads

Actual loads are total annual calendar retail loads adjusted to exclude loads of Customers to
whom this adjustment schedule does not apply.

Actual NVPC

Incurred cost of power based on the dafinition for NVPC described here in. Actual NVPC - ( Deleted: above J
will be increased by the value of the enerqy associated with those Customers that received
the Schedule 128 Balance of Year Transition Adjustment for the period during the year that
the Customers received the Schedule 128 adjustment.

Actual Unit NVPC

The Actual Unit NVPC is
the Actual NVPC divided by Actual Loads.

Annual Variance (AV)

The Annual Variance (AV) is the dollar amount calculated annually based on the following
formula:
{Actual Unit NVPC - Adiusted Base Unit NVPC) * Actual Loads . --{ peleted: - )

Base Unit NVPC

The Base Unit NVPC is the NVPC used to develop rate schedules for the applicable year
divided by the associated calendar basis retail loads. Base NVPC are updated annually in
accordance with Schedule 125 adjusted-toreflecttheforecastioad-otthose-Customersthat __ - - Deleted:

—

e . SiSiiazas yoakr: . 7! Inserted: -adjusted-to-rellestihe
\‘ Y1 d 1 ol Conbadal hat
Adjusted Base Unit NVPC X uf ?
The Adjusted B Unit NVPC is the NVPC d i fculate the A 1 Vari Th \ :

e Adjusied Base Uni is the used to calculate the Annual Variance. The v tted: Stiketmoudh
adjusted Base Unit NVPC is the Base Unit NVPC (determined in accordance with ( = bbbt ]
Schedule 125) adjusted for load and cost changes resulting from non-residential
customers choosing service under Schedule 515 through 594 after the November update
for the applicable year.

Negative Annual Power Cost Deadband
The Negative Annual Power Cost Deadband is an amount equal to 75 basis points of the
Company's return on equity.
Positive Annual Power Cost Deadband
The Positive Annual Power Cost Deadband is an amount equal to 150 basis points of the
Company's return on equity.
Advice No. 07-01
Issued January 16, 2007 Effective for service
Pamela Grace Lesh, Vice President on and after January 17, 2007
EXHIBIT_LZL
PAGE Siol i
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Portland General Electric Company

P.U.C. Oreqon No. E-18

Original Sheet No. 126-3

Schedule 126 (Continued)

DEFINITIONS (Continued)

Net Variable Power Costs (NVPC)

The Net Variable Power Costs (NVPC) represents the power costs for Energy generated
and purchased. NVPC are the net cost of fuel, fuel transportation, power contracts,
transmission / wheeling, wholesale sales, hedges, options and other financial instruments
incurred to serve retail load. For purposes of calculating the NVPC, the following
adjustments will be made:

. Exclude BPA payments in lieu of Subscription Power.

. Exclude the monthly FASB 133 mark-to-market activity.

. Exclude any cost or revenue unrelated to the period.

. Include as a cost all losses that the Company incurs, o is reasonably expected to
incur, as a result of any non-retail Customer failing to pay the Company for the sale
of power during the deferral period.

. Include fuel costs and revenues associated with steam sales from the Coyote
Springs | Plant.

. Include gas resale revenues.

. Include Energy Charge revenues from Schedules 76R, 38, 83, 89, and 91 Energy
pricing options other than Cost of Service and the Energy Charge revenues from the
Market Based Pricing Option from Schedules 483 and 489 as an offset to NVPC.

. NVPC shall be adjusted as needed to comply with Order 07-015 that states that
ancillary services, the revenues from sales as well as the costs from the services,
should also be taken into account in the mechanism.

d K o e e e e e e e  — — — —  —  — — — ———— e — =

ADJUSTMENT AMOUNT

The amount accruing to the Power Cost Variance Account, whether positive or negative will be
multiplied by a revenue sensitive factor of 1.0287 to account for franchise fees and uncollectables.

The Power Cost Adjustment Rate shall be set at level such that the projected amortization for 12
month period beginning with the implementation of the rate is no greater than six percent (6%) of
annual Company retail revenues for the preceding calendar year.

TIME AND MANNER OF FILING

As a minimum, on July 1% of the following year {or the next business day if the 1% is a weekend or
holiday), the Company will file with the Commission recommended adjustment rates for the next

calendar year.

Advice No. 07-01

Issued January 16, 2007
Pamela Grace Lesh, Vice President

Effective for service
on and after January 17, 2007

Portland General Electric Company

P.U.C. Oregon No. E-18

Original Sheet No. 126-4

* | Schedule 128 adjustment

Deleted: Actual NVPC will be
increased 1o include the value of the
energy associated with those
Customers that received the Schedule
128 Balance of Year Transition
Adjustment for the period during the
year that the Cuslomers received the

| Inserted: Actual NVPC will be

|_Schedule 128 adjustment.f}

increased to include the value of the
energy associated with those
Customers that received the Schedule
128 Balance of Year Transition
Adjustment for the period during the
year that the Customers received the

EXHIBIT_ L2
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