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I. Introduction

Q. Please state your names and positions.

A. My name is Judy A. Johnson. I am a Program Manager of the Revenue Requirements

Section in the Electric and Natural Gas Division at the Public Utility Commission of Oregon
(OPUC). My qualifications appear in Staff Exhibit 101,

My name is Bob Jenks. I. am the Executive Director of the Citizens’ Utility Board of
Oregon (CUB). My qualifications appear in CUB Exhibit 101.

My name is Jay Tinker. I am a Project Manager for Portland General Electric (PGE).
My qualifications appear in PGE Exhibit 300.
What is the purpose of your testimony?
Our purpose is to describe the stipulation reached regarding the cost of capital, PGE’s Power
Cost Adjustment mechanism (PCAM), and miscellaneous other items by the OPUC Staff
(Staff), CUB, Industrial Customers of Northwest Utilities (JCNU), Fred Meyer Stores and
Quality Food Centers (Kroger), and PGE (collectively, the Stipulating Parties). With the
exception of PGE’s proposed Boardman tariff, which has been stipulated to by a subset of
these Stipulating Parties (CUB, Staff, and PGE), this stipulation resolves all remaining
issues among the Stipulating Parties in this proceeding.
What is the basis for this Stipulation?
Prior settlement discussions in this case led to stipulations resolving most revenue
requirement issues and narrowed the remaining issues in the case considerably. On July 1,
2010, the Stipulating Parties filed the first Stipulation and Joint Testimony related to
Revenue Requirement issues. On July 22, the Stipulating Parties met again in an attempt to

resolve the remaining issues in this case.

UE 215 Rate Case — Testimony in Support of the Cost of Capital and PCAM Stipulation
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On July 29, 2010, the Stipulating Parties filed a Stipulation and Joint Testimony related to

Power Cost issues and on August 2, 2010, the Stipulating Parties filed two additional

Stipulations and Joint Testimony related to other revenue requirement issues and to rate

spread and rate design issues. The settlement discussions held on July 22, resulted in a

stipulation on the remaining issues (again, with the exception of the Boardman tariff for

ICNU and Kroger), which is provided as Exhibit 501.

Q. Please summarize the cost of capital and PCAM stipulation.

A. The Stipulating Parties agree that:

-

PGE’s Return on Equity (ROE) should be set at 10.0%.

PGE’s capital structure should be established at 50% equity and 50% long-term
debt.

PGE’s cost of long-term debt is 6.065%.

PGE’s overall cost of capital is 8.033%.

The above values determining PGE’s overall cost of capital are reasonable.

PGE’s PCAM should be modified to incorporate a deadband extending from $30
million for positive power cost variances to a negative $15 million for negative
power cost variances. This modification is for the current case, with the expectation
that the size of the deadband can be revisited in futare general rate cases.

PGE’s Schedule 123 decoupling mechanisms should be extended through
December 31, 2013. The Stipulating Parties also agree that PGE will engage the
services of an outside consultant to evaluate the decoupling mechanisms, with the

evaluation to include, at 2 minimum, responses to the questions in Exhibit “A” of

- the Stipulation included in Exhibit 501. PGE will pay the first $30,000 of the costs

UE 215 Rate Case — Testimony in Support of the Cost of Capital and PCAM Stipulation
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of the consultant’s analysis. This $50,000 will not be recovered from ratepayers,
but is an expense that will be borne by the Company.

. ?GE should transfer the 2011 revenue requirement of PGE’s Sunway 3 investment
from thé 2011 Renewables Adjustment Clause (RAC) proceeding in OPUC Docket
UE 220 to this rate case. The result is an increase in the 2011 test year revenue
requirement in this proceeding of approximately $256,000. However, there will be
a corresponding decrease in PGE’s Schedule 122 revenue requirement for 2011,

« PGE should reduce rate base to create a $100,000 revenue requirement decrease as |

a compromise of issues related to the Clackamas Hydro relicensing.
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¢ PGE should increase Other Revenue to create a $1 million revenue requirement

reduction for purposes of reaching overall settlement among the parties.

o PGE agrees to withdraw its application for deferred accounting related to 2010

pension costs in OPUC Docket UM 1462.

Q. With this stipulation, can a final non-power cost revenue requirement be determined?

A. Yes. This stipulation, combined with the prior stipulations, results in a 2011 PGE non—v
power cost revenue requirement of $1.006 billion, as demonstrated in Exhibit 502. We note
that Commission determination of the remaining unresolved issues in the case (Boardman
tariff for ICNU/Kroger, and IDA/City of Portland rate spread and design issues) will not
impact this result. At this revenue requirement, the non-power cost revenue increase is

$100.2 miilion, or approximately 5.9%. PGE’s initial filing sought an increase in non-power

~ cost revenues of $157.8 million, or approximately 9.4%.

PGE’s power cost forecast filed July 30, which includes the impacts of the Power Cost
Stipulation filed on July 29, 2010, results in a decrease in power cost revenues of

approximately $49.9 million, or approximately a 2.9% decrease. Thus, the current estimated

UE 215 Rate Case ~ Testimony in Support of the Cost of Capital and PCAM Stipulation
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overall impact of this general rate case proceeding is an increase in annual revenue
requirement of approximately $50.3 million ($100.2 million less 49.9 million), or
approximately 3.0%, also demonstrated in Exhibit 502.

The overall increase resulting from the multiple stipulations is, however, subject fo
change pursuant to a final load forecast update, which PGE will file in September, as well as

a final power cost update, scheduled in mid-November.

I1. Resolved Issues
Please describe the stipulation regarding PGE’s required Return on Equity (ROE).
The Stipulating Parties agree that a 10.0% ROE is reasonable for PGE’s 2011 test year.
What is the basis for the stipulation regarding ROE?
In filed testimony (Staff/900), Staff supported an ROFE of 9.2%, after adjusting for
decoupling. ICNU-CUB (JCNU-CUB/200) supported a figure of 9.7%. PGE’s proposed
ROE was 10.5% (PGE/1200). The stipulated ROE maintains the figure at its current
authorized level. The stipulation represents a compromise of the various positions of the
Stipulating Parties.
Please describe the stipulation regarding PGE cost of long-term debt.
The Stipulating Parties agree that the cost of long-term debt should be 6.065%.
Please describe the stipulation regarding PGE capital structure. |
The Stipulating Parties agree that a capital structure of 50% equity and 50% long-term debt

is reasonable.

Q. What is the overall cost of capital given the agreed-to terms above?

The overall rate of return, resulting from the above values agreed to by the Parties, is

8.033%.

UE 215 Rate Case — Testimony in Support of the Cost of Capital and PCAM Stipulation
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Q. What is the basis for the stipulation regarding PGE’s capital structure?

A.

In its filed testimony (JCNU-CUB/200), JICNU-CUB supports a 47.8% equity component of
capital structure while PGE (PGE/1100) and Staff (Staff/900) support a 50/50 capital
structure. ICNU-CUB’s primary argument in support of a lesser equity component was an
analysis of PGE’s recent actual capital structure, which has been somewhat below the 50%
equity level. However, for purposes of this case, the Stipulating Parties agree that PGE’s

target capital structure is appropriate.

Q. Please describe the stipulation regarding PGE’s PCAM.

The Stipulating Parties agree that deadbands applicable to PGE’s PCAM should be modified
to fixed amounts of $30 million when power costs are higher than the base level established
in rates, and $15 million when power costs are lower than the base level established in rates.
Other elements of the PCAM, including the earnings test, remain unchanged. This change is
for this case only. Parties are free to advocate different deadbands in future general rate

Cases.

Q. How are the deadbands determined under the current PCAM structure?

Under the current structure, the deadbands are a function of ROE, with the upper band
defined as 150 basis points of authorized ROE and the lower deadband defined as 75 basis
points of authorized ROE. As a result, the current mechanism results in larger deadbands in

dollar terms as PGE’s rate base grows,

Q. What is the basis for the stipulation regarding PGE’s PCAM?

In their filed testimony (ICNU/100, Staff/500, CUB/100), various parties argued that the
current PCAM structure is reasonable. The parties contend that a substantial reduction in
the deadbands would constitute an unreasonable shift of risk to customers and that the

PCAM was operating consistent with its intended purpose and with principles identified by

UE 215 Rate Case — Testimony in Support of the Cost of Capital and PCAM Stipulation
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the Commission in Order 07-015. In opening and rebuital testimony, PGE supported
symmetrical deadbands and narrowing the deadbands to positive and negative $10 million,
along with changes to the earnings test. PGE argued that the current PCAM structure is
outside of the mainstream recovery mechanisms operable for most utilities, including those
with which PGE competes for capital.

The proposed agreement represents a compromise of positions, and the Stipulating
Parties believe the medification to the PCAM is reasonable. The Stipulating Parties note
that the agreed upon fixed $30 million and $15 million deadbands are approximately the
sarﬁe size as the deadbands that actually applied to PGE’s power costs for 2009 (as filed in
UE 221) which are $29.4 million and $14.7 million respectively. Further, the modified
deadbands are still consistent with the principles identified with the Commission in Order
07-015. Those principles are:

1) The PCAM’s application should be limited to unusual events and capture power cost
variations that exceed those considered normal business risk; -

2) There should be no adjustments if overall earnings are reasonable;

3) The PCAM’s application should result in revenue neutrality; and

4) The PCAM should operate in the long term.

. Do the Stipulating Parties believe the PCAM modification is reasonable in light of the

agreed-upon cost of capital?
Yes. The Stipulating Parties believe that the risk-mitigating attributes of the PCAM, as
modified by this agreement, are consistent with the cost of capital values proposed in this

Stipulation.

Q. Do the provisions of the stipulation address any other issues regarding PGE’s tariffs?

UE 215 Rate Case — Testimony in Support of the Cost of Capital and PCAM Stipulation
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A. Yes. The Stipulating Parties agree that PGE’s Schedule 123 SNA decoupling and LRR

revenue recovery mechanisms should be extended for a 3-year period ending December 31,
2013. To facilitate an in-depth review of the operation of the mechanisms and to address
issues raised by CUB and by OPUC Staff, the Stipulating Parties agree that PGE should
engage an outside consultant after December '31, 2012 to evaluate the efficacy of the
mechanisms, inclusive of an evaluation of questions provided in Exhibit 501. Further, the
Stipulating Parties agree that PGF! will pay for the first $50,000 of study costs without
seeking rate recovery of such amount. PGE will charge any costs above $50,000 to the

decoupling balancing account.

Q. Please describe the stipulation regarding Sunway 3.

The Stipulating Parties agree that PGE should transfer the 2011 revenue requirement of the
Sunway 3 investment from the Renewables Adjustment Clause (RAC) filing in UE 220 to
this rate case. As demonstrated in Exhibit 502, the revenue requirement of Sunway 3 is
$256.,000.

What is the basis for the stipulation regarding Sunway 3?

The stipulation provides for administrative simplification by placing all 2011 investment
related revenue requirements in the réte case, If Sunway 3 remained in the RAC, and PGE
did not file a rate case with a 2012 test year, PGE would be required to file an update of the
Sunway 3 revenue requirement for 2012 pursuant to the terms of Schedule 122. The
Stipulating Parties have reviewed the expected change of approximately $11,000 decrease in

revenue requirement for Sunway 3 and found it immaterial.

Q. Please describe the final two adjustments to revenue requirements

As part of this settlement, in order to resolve all remaining issues, PGE agreed to make the

following two adjustments:

UE 215 Rate Case — Testimony in Support of the Cost of Capital and PCAM Stipulation
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¢ An adjustment to rate base to achieve a revenue requirement reduction of $100,000.
Consistent with the cost of capital agreement detailed above, a reduction in rate base
of $717,000, along with an associated reduction in depreciation of $16,000 creates
the $100,000 reduction to 2011 test year revenue requirements, as demonstrated in
Exhibit 502.

e A reduction in overall revenue requirement by $1 million. To obtain this result, the
Stipulation Parties agree than PGE should increase its forecast of Other Revenue by
$966,000 as demonstrated in Exhibit 502.

Are there any other elements to this stipulation?
Yes, the Stipulating Parties also agreed that PGE should withdraw its application for

deferred accounting related to 2010 pension costs in UM 1462.

Q. What is your recommendation to the Commission regarding all of these adjustments?

The Stipu'lating Parties recommend and requést that the Commission approve the settlement
described herein aﬁd in Exhibit 501. Based on careful review of PGE’s and Parties’ filings,
consideration of PGE’s responses to over 700 data requests, and thorough analysis of the
issues before and during the July 22 settlement conference, we believe the proposed
adjustments represent appropriate and reasonable resolutions of the respective issues in this
docket. While the Stipulating Parties may not agree with the individual adjustments or
necessarily the methodologies used by Parties to obtain them, the Stipulating Parties believe

the collective result will produce rates that will be fair, just, and reasonable.

Q. Does this complete your testimony?

A. Yes.

UE 215 Rate Case — Testimony in Support of the Cost of Capital and PCAM Stipulation
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List of Exhibits
Exhibit Description
501 Stipulation on Cost of Capital, PCAM, and remaining revenue

requirement issues.

502 PGE revised revenue requirement reflecting all stipulations.

UE 215 Rate Case — Testimony in Support of the Cost of Capital and PCAM Stipulation
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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UE 215
In the Matter of )
PORTLAND GENERAL ELECTRIC ; STIPULATION REGARDING
COMPANY ) REMAINING ISSUES
Request for a General Rate Revision ;

This Stipulation (“Stipulation™) is between ?01ﬂand General Electric Company (“PGE”),
Staff of the Public Utility Comumission of Oregon (“Staff”), the Citizens’ Utility Board of
Oregon (“CUB™), Fred Meyer Stores and Quality Food Centers, Division of Kroger Co.
(“'Kroger”), and the Industrial Customers of Northwest Utilitiéfs (“ICNU"¥collectively, the |
“Stipulating Parties™),

On February 16, 2010, PGE filed this general rate case. On March 8, 2010, a prebearing
conference was held. A procedural schedule was entered with separate schedules for the annual
net variable power cost pprtion of the PGE’s request and the other issues reiaﬁng to the general
rate revision. The docket has proceeded pursuant to those schedules.l PGE has responded to
numerous data requests in this docket from Staff and intervenors. Four prior Stipulations, three
regarding revenue requirement issues and one regarding zate'spread and rate design issues, have
been submitted to the Cornmission. -

On June 4, 2010, the Stipulating Parties other than PGE filed their respective direct
testimony regarding revenue requirement issues. On July 19, 2010, PGE filed its rebuttal
testimony regarding the issues that remained unsettled. On July 22, 2010, the Stipulating Parties

participated in a Settlement Conference that resulted in a compromise settlement by the

PAGE 1 - UE 215 STIPULATION REGARDING REMAINING ISSUES
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Stiﬁulating Parties regarding the remaining issues in this do_ckét, as described below.
TERMS OF STIPULATION

L This Stipulation is entered to settle all remaining issues among the Stipulating
Parties in this docket excepting only the issue of the Boardmaﬁ tariff reserved by ICNU and
Kroger in the Secen(i Revenue Reguirement. Stipulation.

iL Decoupling. The Stipulating Parties request that the Commission extend PGE’s
Schedule 123 decoupling tarliffs beyond the two-year period specified in Order 09-020, through
Dmmber 31, 2013. The Stipulating Parties agree that within 60 days after the fourth year of
operation of PGE’s Sales Normalization Adjustment and Lost Revenue Recovery decoupling
tariffs, that the parties will confer to identify an independent consultant, for the purp(-)se of
examining thé effectiveness of the decouﬁling tariffs. If the Stipulating Parties cannot agree on
an independent consuitant to perform this analysis they will ask the Commission to select the
.~ consultant. PGE will pay the first $30,000 of the costs of the consultant’s analysis. Any expense
beyond $50,000 will be inciuded in the decoupling tariff balanéiﬁg account. The consultant
should, at a minimurn, address the questions contained in Exhibit “A” to this Stipulation. The
timeline for the consultant study should be such that the study is completed by the end of the
fifth year of decoupling tariff operation. The Parties do not agree on the appropriate fixed cost
recovery methodology, but agree that the Schedule 123 fixed cost recovery rate methodology
currently in effect for PGE should be continued through December 31, 2613 in order to aifow the
independent consuliant, identified above, {o review that mechanism.

. Rate of Return. The Stipulating Parties agree that PGE'’s anthorized return on
equity will be 10.0%, the same as currently authorized. PGE’s capital structure for ratemaking
purposes will remain at 50% common equity and 50% long-term debt. PGE’s cost of long-term

debt will be 6.065% as set forth in PGE’s rebuftal testimony in this docket. The preceding

PAGE 2 - UE 215 STIPULATION REGARDING REMAINING ISSUES
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values result in an overall cost of capital of 8.033%.

IV, PCAM. Effecti\fe for power costs beginning January 1, 2011, the power cost
variance deadbands in PGE’s Annoal Power Cost Variance Mechanism tariff, Schedule 126, will
be set as follows: The Negative Annual Power Cost Deadband will be $15 million. The Positive
Annual Power Cost Deadband will be $30 million. The Stipulating Parties agree to po other
changes in Schedule 126 in this docket; however, no party is precluded from proposing changes
fo Schedule 126 in future general rate cases. | |

V. Rate base and revenue requirement adjustments. In settlement of all issues, two

adjustments wili be made:
1. I calculating the revenue requirement resulting frpm thjs rate case only,
PGE will remove an amount from rate base sufficient to resultina
revenue requirement decrease of $1‘OC,000. This will be achieved by
reducing rate base $717,000 and associated depreciation by $16',000‘
2. In calculating the revenue requiremént resulting from this rate case only,
PGE will add $966,000 to “Other Revenues” to cause a decrease in

revenue requirement of $1 million.

VI  Pension Deferral. PGE ﬁrill withdraw its application for deferred accounting of
certain pension expenses docketed as Docket UM 1462,

VIL  Sunway 3. Sunway 3 is a solar generating projéct included in PGE’s Renewable
Resources Automatic Adjustment Clause filing, Docket UE 220. Sunway 3 will be operational
and closed to PGE’s books during 2010. The Stipulating Parties-agree that the rate base and
revenue requirement of Sunway 3 (approximately $262,000 in UE 220, which value will be
updated to reflect the cost of capital provided in paragraph III above) be moved from Docket UE

220, and included in this general rate case. The Parties to Docket UE 220 have also agreed to

PAGE 3 - UE 215 STIPULATION REGARDING REMAINING ISSUES
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move Sunway 3 to this docket.

VIIL. The Stipulating Parties recommend and request that t};e Commission approve the
adjustments described above as appropriate and reaéonable resolutions of the remaining issues in
this docket.

IX.  The Stipulating Parties agree that this Stipulation is in the public intérest and v;fiil
result in rates that are fair, just, and rcasonable._

X. The Stipulating Parties agree that this Stipulation represents a compromise in the
. positions of the Stipulating 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 for use iﬁ
settlement conferences in this docket, are confidential and not admissible in the instant or any
subsequent proceeding, unless independently discoverable or offered for other purposes allowed
under ORS 40.190.

X1 If the Commission rejects.all or any material part of this Stipulation, or adds any |
material condition (o any final order which is not contemplated by this Stipulation, each
Stipulating Party disadvantaged by such action shall have the rights provided in OAR 860-014-~
0085 and CAR 860-014-0095, including the 1i gﬂt to withdraw from the stipulation and to seek
reconsideration of the Commission’s order. Nothing in this paragraph provides any Stipulating
Party the right to withdraw from this Stipulation as a resuli of the Commission’s resolution of |
issues that this Stipulation does not resolve,

XII'. This Stipu}ation will be qffered into the record in this proceeding as evidence
pursuant to OAR § 860-14-0085. The Stipulating Parties agree fo 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

PAGE 4 - UE 215 STIPULATION REGARDING REMAINING ISSUES
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submitting written testimony required by OAR § 860~ 14-0085(4).

XIII. By entering into this Stipulation, no Stipulating Party shall be deemed to have
approved, admitted or consented to the facts, principles, methods or theories employed by any
other Stipulating Party in arriving at the terms of this Stipulation, other than those si:ecifically
identified in the Sﬁpuiation. Except as provided in this Stipulation, no Stipulating Party shall be
deemed to have agreed that any provision of this Stipulation is appropriate for resolving issues in

‘any other proceeding.
XIV. This Stipulation may be signed in any numb.er 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.
4 q 7L
DATED this " day of Juby’ 2010.

PAGE 5 - UE 215 STIPULATION REGARDING REMAINING ISSUES
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Exhibit “A”

Decoupling Mechanism Questions:

1. Did the mechanisms effectively remove the relationship between the utility’s sales
and profits? '

2. Did the mechanisms effectively mitigate the utility’s disincentives to promote energy
efficiency?

3. Did the mechanisms improve the utility’s ability to recover its fixed costs?

4. Did the mechanisms reduce business and other financial risks? If yes, please describe
the business and financial risks that were impacted and the level of impact and effects
on operations.

5. What changes in the Company’s culture or operating practices resulted from the
- implementation of the partial decoupling mechanism?

6. To what extent did fixed costs covered by fixed cost-recovery factors increase with
customer growth beyond what was included in the test-year load forecast in UE 197
and in any subsequent general rate case?

7. PGE’s mechanism is based on a volumetric fixed charge. However, the amount of
revenue available for fixed cost recovery may vary depending on the variable cost of
the power being sold or purchased (Revenue/kWh minus variable power cost/kWh
equals revenue available for fixed costs). Should the volumetric fixed charge
decoupling rates be calculated in a different manner in order to account for this. For
example, as the difference between total volumetric rates for both Schedules 7 and 32
and a measurement. of shorf-run marginal energy costs such as the Mid-Columbia
mdex?

8. What is the effect of a change in load (as included in this mechanism) on PGE’s costs?
What is the effect of the change in load on revenue? Has this mechanism accurately
accounted for these changes? On a going forward basis is this mechanism likely to
accurately account for these changes?

9. Should the SNA mechanism be bifurcated such that the total kWh for each of
Schedules 7 and 32 are fixed for and beyond the test period for purposes of
recovery/refund of transmission and generation fixed revenue requirements?
Calculation of the fixed revenue requirements for functions other than generation and
transmission would be in the same manner as is currently done. ‘
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Portland Gél}eral Electric Comparny
2011 Test Year Rate Case, NVPC per July 30 Update
Exhibit 562 - Joint Testimony in Support of Cost of Capital Stipulation

Doilars in 000s
Total Results Total Resulis
Non-NVPC NVPC Before Price Non-NVPC NVPC After Price Non-NVPC NVPC Rev Rev
Resuits Results Change Price Change Price Change Change Adjustments Adjustments w/Adjustments
(1} (2) 3 {4) 51 (6) {7) {8) {9}

Sales to Consurmners 906,126 779,727 1,685,853 157,679 (32,538) 1,810,997 (B7,504) (17.332) 1,738,160
Sales for Resale - - - - ‘ - -
Other Revenues 2(,,981 20,861 20,961 2,078 - 23,040
Total Operating Revenues 927,087 779,727 1,706,814 157,679 {32,535) 1,831,958 (55,426} (17,3323 1,759,200
Net Variable Power Costs 747,192 747,192 747,192 19 (16,670} 730,541
Production O&M {Excludes Trojan) 123,227 123,227 123,227 {4,690) - 118,537
Trojan O&M a0 a0 20 - - 90
Transmission O&M 12,621 12,621 12,621 432) - 12,189
Distribution O&M 84.075 84,075 84,075 (4,281) - 79,794
Customer & MBC O&M 60,722 60,722 60,722 (2,107 - 58,614
Uncollectibles Expense 9,609 9,609 713 10,323 {248) 99 9,896
QPUC Fees 5,268 5,268 391 5,659 {138) (54) 5,426
A&G, Ins/Bene., & Gen. Plant 120,548 120,548 120,548 (9,979) - 110,569
Total Operating & Maintenance 416,160 747,192 1,163,352 1,104 - 1,164,456 {21,851) (16,823 1,125,656
Depreciation 216,287 216,287 216,287 (8,459) - 207,829
Amortization 16,277 18,277 18,277 663 - 16,940
Property Tax 41,724 41,724 41,724 - - 41,724
Payroil Tax 11,842 11,842 11,942 {206) 11,736
Other Taxes 1,396 1,396 1,396 - - 1.386
Franchise Fees 42,433 42,433 3,150 45,583 {1,079 433} 43,387
Uttty Income Tax 5,547 12,707 18,285 59,900 (12,707) 65,447 (8,132} {22) 57,293
Total Operating Expenses & Taxes 751,766 759,809 1,511,666 84,154 {12,707) 1,563,112 {39,063) (17.278) 1,505,960
Utility Operating Income 175,321 19,828 195,149 93,525 (19.828) 268,846 {18,363} {54) 253,240

195,149 268,846 253,240
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Dollars in G00s

Total Results Total Results
Non-NVPC NVPC Before Price Non-NVPC NVFC After Price Non-NVPC NVPC Rev Rev
Results Resuits Change Price Change Price Change Change Adjustments  Adjustments  w/Adjustments
{1) 2) 3] (4} (5} (6} g} (8 (9}

Average Rate Base
Avg. Gross Plant 6,491,337 6,491,337 6,491,337 {96.677) - 6,394,660
Avg. Accum. Deprec. / Amort (3,023,949 (3,023,949} (3,023,949} 4,985 - . {3.018,864)
Avg. Accum. Def Tax {353,967). (353,967 (353,987} 4,475 - {349,488)
Avg. Accum. Def ITC {5) (5} (5) - - (5)
Avg, Net Utility Plant 3,113,416 - 3,113,416 - - 3,113,418 87,213) - 3,026,203

Misc. Deferred Debits 47,251 47,251 47,251 (1,469) .- 45,782

Operating Materials & Fuel 72,169 72,169 72,1869 - - 72,169

Misc. Deferred Credits (50,1986 {50,196} (50,198) - - {50,196}

Working Cash 58,955 ) 58,955 2,006 50,961 (1,523} 674) 58,732
Average Rate Base 3,241,585 - 3,241,595 2,006 - 3,243,601 (90,205} (674) 3,152,690
Rate of Return 5.408% 6.020% 8.289% 8.033%
Implied Return on Equity 4.740% 5.963% 10.500% . 10.000%
Effective Cost of Debt 8.077% 8.077% 6.077% 8.077% 6.077% 8.077% 6.065% - 6.085% . 6.065%
Effective Cost of Preferred 0.000% G.000% 0.000% 0.000% 0.000% 0.000% G.000% 0.000% 0.000%
Debt Share of Cap Structure 50.000% 56.000% 50.000% 50.000% 50.000% 50.000% 50.060% 50.060% 50.000%
Preferred Share of Cap Structure 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% G.000% 0.000%
Weighted Cost of Debt 3.039% 3.039% 3.039% 3.039% 3.038% 3.039% 3.033% 3.033% 2.033%
Weighted Cost of Preferred 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 0.000% 3.000%
Equity Share of Cap Structure 50.000% 50.000% 50.000% 50,000% 50.000% 50.000% 50.000% 50.000% 50.000%
State Tax Rate 6.242% 6.242% 6.242% 6.242% 8.242% 6.242% 6.242% 6.242% 5.242%
Federal Tax Rate 35.000% 35.000% 35.000% 35.000% 35.0C0% 35.000% 35.000% 35.000% 35.000%
Composite Tax Rate 39.057% 39.057% 39.057% 39.057% 39.057% 39.057% 39.057% 39.057% 39.057%
Bad Debt Rate 0.570% 0.570% Q.570% 0.570% 0.570% 0.570% 0.570% 0.570% 0.870%
Franchise Fee Rate 2.517% 2.517% 2.517% 2.517% 2.517% 2.517% 2.499% 2.499% 2.499%
Working Cash Factor 3.200% 3.200% 3.900% 3.900% 3.900% 3.200% 3.800% 3.900% 3.800%
Gross-Up Factor 1.641 1.641 1,641 1.641 1.841 1.641 1.641 1.641 1.641
ROE Target 10.500% 10.500% 10.500% 10.500% 14.500% - 10.500% 10.000% 10.000% 10.000%
Grossed-Up COC 11.853% 11.653% 11.653% 11.653% 11.8653% 11.653% 11.287% 11.237% 11.237%

OFUC Fee Rate 0.3125% 0.3125% 0.3125% 0.3125% 0.3125% 0.3125% 0.3125% 0.3125% 0.3125%
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Dollars in 000s
Total Results Total Results
Non-NVPC NVPC Before Price Non-NVPC NVPC After Price Non-NVPC NVPC Rev Rev
Results Results Change Price Change Price Change Change Adjustments Adjustments w/Adjustments
m (2) (3 4 ) ) (7} (8} =

Utility Income Taxes

Book Revenues 927,087 779,727 1,708,814 157,679 {32,535 1,831,958 (55,4286) {17,332} 1.759,200
Book Expenses 748,219 747,192 1,483,411 4,254 - 1,487,665 (31,742) {17,258} 1,448,667
Interest Deduetion 98,496 - 98,496 61 - 98,5657 £2,738) (20} 95,605
Production Deduction - - - - - -
Permanent Ms {18,342) - (18,342) - - (18,342} 68 - (18,274)
Deferred Ms 166,877 - 166,877 - - 166,877 (32,910 - 133,967
Taxable Income {66,163) 32,535 (33,628) 153,364 {32,535} 87,201 11,894 | (58} 99,235
Current State Tax {4,130} 2,031 {2.099) 9,573 (2.031) 5,443 742 (3} 5,194
State Tax Credits {3,699) - (3.899) - - (3,699} - - (3,699)
Net State Taxes {7.829) 2,031 (5,798) 2,573 {2,030 1,744 ’ 742 (3} 2,495
Federal Taxable Income (58,334} 30,504 (27.830) 143,791 (30,504) 85,457 11,151 523 96,739
Current Federal Tax (20,417} 10,677 (9,740) 50,327 (10,677) 29,810 3,903 {18 33,859
Federal Tax Credits (31,137} - (31,137 - - {31,137 . . (81,137}
ITC Amort - - - - - - - - -
Deferred Taxes 64,930 - 64,930 - - 64,930 (12,854} - 52,076
Total Income Tax Expense 5,547 12,707 18,2565 59,900 (12,707 85,447 {8,208} 22 57,293
5B 408 Ratio - Net to Gross 19.96% 30.06% 12.66% 39.06% 39.06% 18.46% 39.18% 39.06% 17.89%
SB 408 Ratio - Effective Tax Rate 3.07% 8.55% 18.58% ' 18.45%
Check 8B 408 Calc - - - 0
Regulated Net Income 76,825 ) 96,653 170,289 157,635

Check Regulated NI 170,289 157,635
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