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Q. PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS
ADDRESS.

A. My name is Brian Bahr. | am a Senior Utility Analyst in the Energy - Rates,
Finance, & Audit Section of the Oregon Public Utility Commission. My current
business address is 3930 Fairview Industrial Dr SE, Salem, Oregon 97302.

Q. ARE YOU THE SAME BRIAN BAHR WHO PREVIOUSLY FILED
TESTIMONY IN THIS PROCEEDNG?

A. Yes. |filed testimony previously in this case, designated as Exhibit Staff/200.

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to address the issue of pension cost recovery
and review the testimony submitted, to date, by other parties in this docket.

Q. WHAT IS PGE’S PROPOSED TREATMENT OF PENSION COSTS?
PGE’s proposed treatment for recovery of pension costs is comprised of three
facets:

1) The continued use of Financial Accounting Statement (FAS) 87 to
determine pension expense in the revenue requirement;

2) A return on the cumulative cash contributions in excess of the FAS 87
expenses cumulatively incurred to date (Prepaid Pension Asset or
PPA);! and,

3) A balancing account that would include both the return on the prepaid

pension asset and the difference between the forecasted FAS 87

! See PGE'’s response to Staff Data Request No. 14 in Docket No. UM 1633, included as Exhibit
Staff/501, Bahr/1.



10

11

12

13

14

15

16

17

18

19

20

21

Docket UE 262 Staff/500
Bahr/2

pension expense set in rates and the Company’s actual FAS 87 annual
pension expense.
Should the Commission not approve the return on prepaid pension asset and
the balancing account, PGE proposes that rates should be set using the
forecasted 2014 test year FAS 87 expense.?
Q. WHAT IS CUB’'S PROPOSED TREATMENT OF PENSION COSTS?
In response to PGE’s proposed treatment of pension costs, CUB recommends
the following:
1) Replace the use of FAS 87 for the purpose of setting rates with a method
that would recover actual cash contributions; and
2) Allow no return on the “prepaid pension asset.”
Should the Commission not approve CUB’s proposed recovery method of cash
contributions, CUB recommends using a proxy for the test year FAS 87
forecasted expense of the average annual actual FAS 87 expense amounts for
the years 2010, 2011, and 2012.3
Q. WHAT IS ICNU’'S PROPOSED TREATMENT OF PENSION COSTS?
ICNU recommends the Commission not approve PGE’s proposed treatment of
pension costs. Alternatively, ICNU proposes the 2012 FAS 87 expense
amount be used rather than the forecasted 2014 test year FAS 87 expense.*
Q. DOES STAFF HAVE A RECOMMENDATION AT THIS TIME FOR HOW

PENSION COSTS SHOULD BE RECOVERED BY THE COMPANY?

2 See lines 3-11 of Exhibit PGE/500, Barnett-Bell-Jaramillo/30 as well as lines 3-12 of Exhibit
PGE/1800, Hager-Jaramillo/2.

% See line 15 of Exhibit CUB/100, Jenks/15 through line 7 of Exhibit CUB/100, Jenks/16.

* See lines 6-10 of Exhibit ICNU/100, Deen/2.
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A. Yes. Given the significant nature of this issue and the corresponding generic

investigation into the treatment of pension costs currently underway, Staff
recommends at this time that the Commission approve PGE’s forecasted 2014
FAS 87 test year expense for use in setting rates. Additionally, Staff
recommends the variance between the forecasted FAS 87 2014 test year
expense and the actual 2014 FAS 87 expense be captured in a deferral. At
this time, Staff opposes implementing a different pension cost recovery method
than the one historically approved by the Commission.

By making this recommendation, Staff does not necessarily suggest this will
be the most appropriate cost recovery method going forward, only that given
the information and review conducted to date specific to PGE, a change in
recovery method is not merited at this time. Staff's recommendation is based
on the Commission’s statement regarding pension policy in Order No. 12-437:

Since we adopted our existing policy, there have been a
number of changes to federal law and in the markets that
make it appropriate to revisit our policies on the ratemaking
treatment of pension costs. We are not, however, willing to
adopt a specific policy change in this docket. While we are
willing to explore the possibility of new methodologies, we
are not yet convinced that a change to the Commission's
existing policy is warranted. Moreover, even if we were
convinced a change was warranted, there are a number of
potentially appropriate ways to treat pension costs (including
the policy we currently have in place),[footnote omitted] and
we are not persuaded that NW Natural's proposal is the most
appropriate. Because any policy change would affect all
utilities, we believe a generic docket is the appropriate place
to address such a far-ranging policy issue.

The Commission may conclude during the generic
investigation that including such assets [the prepaid pension
asset] in rate base is an appropriate policy to apply to all
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utilities going forward. Should that occur, NW Natural would
be able to seek inclusion of an appropriate prepaid pension
asset in rate base in a future rate proceeding.

Q.GIVEN THE COMMISSION’'S STATEMENT IN ORDER NO. 12-437, DID
STAFF ANALYZE THE PROPOSALS OF THE COMPANY AND THE
INTERVENORS?

A. Yes. While the generic investigation into pension cost recovery methods,
Docket No. UM 1633, is ongoing, Staff is also responsible for analyzing the
Company’s proposed recovery method as well as those proposed by
Intervenors in this docket. Staff does not view it as reasonable to deny the
Company recovery of prudently-incurred pension-related costs in this docket
due to the ongoing UM 1633 investigation. Therefore Staff analyzed the issue
and the testimony of other parties to develop Staff's position as to the
treatment of pensions for purposes of establishing rates in Docket No. UE 262.

Q. HOW DID STAFF EVALUATE THE VARIOUS PROPOSALS FOR
RECOVERY OF PENSION COSTS BY THE VARIOUS PARTIES?

A. Staff considered four questions in its evaluation of the various proposals:

1) What is PGE’s actual cost of providing fair compensation to its
employees (including pensions);

2) Were PGE’s actual costs prudently incurred;

3) Is there a difference between PGE’s actual past FAS 87 expenses and
the amounts included in rates; and,

4) What is the most appropriate method, including consideration of

intergenerational equity, to allow the Company recovery of those costs?
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Q. WHAT IS THE ACTUAL COST INCURRED BY PGE IN PROVIDING

DEFINED BENEFIT PENSIONS TO ITS EMPLOYEES?

Obviously, the accounting for defined benefit pension plans can be quite
complicated. Prior to the implementation of FAS 87, cash contributions were
typically used by utilities as the most accurate representation of pension costs
incurred by a company. At first glance, this seems fairly simple and
reasonable. In fact, CUB has proposed reverting to this method on a forward-
going basis for recovery of pension costs based in large part on this
reasoning.’

The issue becomes more complicated when one looks at the issue from the
standpoint of accrual accounting as well as consideration of whether this
method accurately matches the timing of the costs from an intergenerational
equity standpoint, e.g. is it reasonable for future customers to potentially pay
no pension-related costs as those costs were funded by current customers?
This line of inquiry gave rise in 1985 to FAS 87, which is the accounting
profession’s best attempt at defining what a company’s actual pension costs
are on an annual accrual basis. This is done through actuarial forecasts and
accounting formula.

Parties in this docket have suggested that FAS 87 has not succeeded in this
role, at least not for regulatory purposes. CUB states that FAS 87 was
implemented for the purpose of valuing a company, not for setting rates.®

PGE, in its testimony, describes how immaterial differences between the

> See line 22 of Exhibit CUB/100, Jenks/2 through line two of Exhibit CUB/100, Jenks/3.
® See lines 17-19 of Exhibit CUB/100, Jenks/4.
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amount of cash contributed and actual expense incurred grew to be quite
substantial following the passing of the federal Pension Protection Act in 2006
and the economic recession in 2008.” PGE also expounds on the differences
between actual expenses, incurred expenses, and accrued expenses.? In
advocating for a return on its prepaid asset, PGE asserts that while FAS 87
does eventually allow for recovery of cash contributions, it does not account for
the time value of money for the amount of cash contributed but not yet
recognized by FAS 87 expense.’

Q. WERE PGE’S PENSION COSTS PRUDENTLY INCURRED?

A. Yes, PGE’s pension costs were prudently incurred. PGE’s contributions were
within the acceptable “window,” defined at the lower parameter as the
contributions necessary to meet ERISA minimum funding requirements and at
the upper parameter by the amount PGE could claim as a deduction on its tax
returns. The decision to make the contributions, and their amount, was
generally determined by adherence to Generally Accepted Accounting
Principles (GAAP) prescribing minimum contribution amounts.*°

In its response to Staff Data Request No. 335, PGE demonstrates that its
performance relative to all other companies in Mercer’s database ranked in the
top two percent in 2012 and in the top 11 percent from 2008 through 2012.**

Staff also compared PGE’s pension investment portfolio returns over the past

’ See lines 16-22 of Exhibit PGE/1800, Hager-Jaramillo/1.

8 See lines 7-16 of Exhibit PGE/1800, Hager-Jaramillo/5.

° See PGE's responses to Staff Data Requests No. 5 and No. 7 of Docket No. UM 1633, included as
Exhibit Staff/501, Bahr/2 and Exhibit Staff/501, Bahr/3, respectively.

19 See PGE's response to Staff Data Request No. 337, included as Exhibit Staff/501, Bahr/4.1-4.2.
' See PGE's response to Staff Data Request No. 335, included as Exhibit Staff/501, Bahr/5. Note
that the confidential attachment has been omitted by Staff.
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five years with the other electric and gas utilities regulated by the Commission
and found PGE’s results better than the average in four of the past five years.
Relative to the other Oregon utilities, PGE’s trend of investment returns
appears very comparable. According to PGE, its favorable returns resulted in
lower FAS 87 expense, which in turn increases the Prepaid Pension Asset.*?
IS THERE A DIFFERENCE BETWEEN PGE’'S ACTUAL PAST FAS 87
EXPENSES AND THE AMOUNTS INCLUDED IN RATES?

Yes. Based on information provided by the Company, there has been a
significant difference between the amount of annual FAS 87 expense incurred
by the Company and recovered in rates.*® This difference resulted primarily

from the variability of FAS 87 forecasts.

. WHAT METHOD OF PENSION COST RECOVERY RESULTS IN THE

MOST FAIR AND REASONABLE RATES TO CUSTOMERS?

The key to answering this question is to consider how to appropriately allocate
actual pension costs to customers over an appropriate time-frame. PGE
recommends the continued use of the FAS 87 accounting formula which
includes projections and estimates, as well as the return on the Prepaid

Pension Asset. PGE asserts that switching to the cash contribution recovery

2 See PGE's response to Staff Data Request No. 348, included as Exhibit Staff/501, Bahr/6.1-6.5.
'3 See PGE's response to CUB Data Request No. 3, included in CUB's reply testimony as Exhibit
CUB/102.
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method proposed by CUB would be disastrous financially for the Company, as
it would require the Company to write off a very large asset.**

CUB recommends that the best method of recovering pension costs is to
simply allow the company to recover the cash payments it makes. CUB’s
approach will achieve a closer match between actual pension costs and
recovery in rates, whereas PGE’s approach, in theory, will achieve a more
equitable recovery of pension costs over time.

Q. WHAT DOES STAFF RECOMMEND AT THIS TIME REGARDING THE
METHOD OF RECOVERY FOR PENSION COSTS?
Staff recommends at this time continued use of FAS 87 as the data does not
support moving from the Commission’s historical ratemaking practice. Staff
also recommends the variance between the forecasted FAS 87 2014 test year
expense and the actual 2014 FAS 87 expense be captured in a deferral.
Docket No. UM 1633 will allow for continued review and provide the
Commission a forum for considering moving to a different approach with
variants of an overall policy based on company-specific circumstances.

Staff’s proposal results in the Company’s test year pension expense being
$23.6 million, which may then be trued up to the actual expense amount.
Under the Company’s proposal, the annual expense amount would be $19.8
million, but include the return on the prepaid asset and an amortization period

of 15 years.

% See lines 6-19 of Exhibit PGE/1800, Hager-Jaramillo/14 as well as PGE's response to Staff Data
Request No. 346, included as Exhibit Staff/501, Bahr/7.1-7.2. Note that confidential attachments
have been omitted by Staff.
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Regarding the proposals from CUB and ICNU to use past actual FAS 87
expense amounts instead of the forecasted 2014 FAS 87 test year amount,
Staff does not support these recommendations.

ARE THERE ANY ADDITIONAL ISSUES STAFF DESIRES TO ADDRESS
IN TESTIMONY?

Yes, Staff wishes to expound further on why Staff does not recommend the
Commission grant a recovery on the prepaid asset.

PLEASE DESCRIBE PGE’S REASONING FOR PROPOSING A RETURN
ON THE PREPAID PENSION ASSET.

The Company defines the Prepaid Pension Asset as cash contributions in
excess of the Company’s FAS 87 expense.'® PGE states that the significant
growth of the Prepaid Pension Asset was due principally to the enactment of
the Pension Protection Act in 2006 and the economic recession beginning in
2008. These two events spurred PGE to request a return on its Prepaid
Pension Asset in the current rate case. Prior to 2005, the growth of the
Prepaid Pension Asset was due to the Company’s cash contributions, lower
FAS 87 expense due to high investment returns, and other factors relating to
FAS 87.'°

WHY DOES CUB ASSERT THAT NO RETURN ON THE PREPAID ASSET
IS APPROPRIATE?

CUB argues that a company’s true pension cost is actually the cash it

contributes to its pension fund. CUB demonstrates in its testimony that the

!> See line 8 of Exhibit PGE/1800, Hager-Jaramillo/7.
'8 See PGE's response to Staff Data Request No. 349, included as Exhibit Staff/501, Bahr/8.1-8.2.
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Prepaid Pension Asset has actually grown significantly prior to the enactment
of the Pension Protection Act and the economic recession.”” Additionally, over
the past 15 years, the amount recovered through rates by PGE is greater than
the FAS 87 expense actually incurred.'® Also, the difference between these
two amounts was in fact greater than the total cash amount the Company
contributed during that time to the pension fund. CUB also claims that
approval of PGE’s proposal would violate the Commission’s policy against
retroactive and single-issue ratemaking.*®

Q. HAVE OTHER PARTIES COMMENTED ON THIS ISSUE?

ICNU also filed testimony on the issue of pension recovery. ICNU suggests
that Docket No. UM 1633 is the appropriate venue to make changes to existing
Commission policy, not in this specific rate case.?

Q. WHAT IS STAFF'S POSITION REGARDING THE PREPAID PENSION
ASSET?

A. Though Staff is committed to allowing regulated utility companies the
opportunity to recover prudently incurred costs, PGE has not demonstrated
that the source of funds for the prepaid asset is drawn from shareholders
versus “excess” pension expenses recovered in rates. Questions remain
regarding the buildup of the Prepaid Pension Asset in the years prior to the

enactment of the Pension Protection Act in 2006, why PGE waited until the

" See lines 8-9 of Exhibit CUB/100, Jenks/11 as well as Exhibit CUB/102. See also PGE’s response
to Staff Data Request No. 347, included as Exhibit Staff/501, Bahr/9.1-9.2.

18 See lines 15-18 of Exhibit PGE/100, Jenks/11.

19 See line 6 of Exhibit CUB/100, Jenks/12 through line 117 of CUB/100, Jenks/13 as well as Exhibit
CUBJ/102.

2 See lines 6-10 of Exhibit ICNU/100, Deen/2.
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present rate case to request recovery of these amounts despite the significant
past buildup, and the appropriate ratemaking construct for pension costs going
forward. While not recommending a change to current ratemaking
methodology at this time, Staff expects a resolution to be reached in Docket
No. UM 1633.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes.
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Tuly 23, 2013

TO: Kay Barnes
Oregon Public Utility Commission

FROM: Patrick Hager
. Manager, Regulatory Affairs

PORTLAND GENERAL ELECTRIC
UM 1633
PGE Response to OPUC Data Request No. 014
' Dated July 10, 2013 - '

Request:

Please provide the deﬁniﬁoh of the term “prepaid pension asset” as used by the
Company and an explanation of the calculation thereof.

Response:

PGE’s prepaid asset is comprised of contributions in excess of FAS 87 expense. The two
main determinants to the amount in the prepaid asset are direct cash contributions and the
amount of FAS 87 expense incurred. Cash contributions increase the prepaid asset, while
FAS 87 expense may increase or decrease the prepaid asset. Because of these effects,
PGE’s prepaid asset can be impacted by direct cash contributions and by the market
performance of PGE’s pension assets via its impact on FAS 87 pension expense.

The calculation of PGE’s current year prepaid asset is:

Defined Pension Plan Assets ,
+ Amounts included in Accumulated Other Comprehensive Loss
Pension Benefit Obligation
Prepaid Asset

1

1]

y:\ratecase\opuc\dockets\um-1633 (pension costs\dr-in\opuclopuc_ dr 014.docx
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May 23, 2013

TO: Kay Barnes
Oregon Public Utility Commission

FROM: Patrick Hager
: ' . Manager, Regulatory Affairs’

PORTLAND GENERAL ELECTRIC
- ’ UM 1633
PGE Response to OPUC Data Request No. 005 -
Dated May 9, 2013

Reguest:

The utlhtles state that the change in policy they request is to continue FASB 87
expense in rates and include a return on excess cash contributions, even those made
prior to 2012. Please explain why such a proposal would result in rates that are just
and reasonable.

Response:

Including a return on the prepaid pension asset (cash contributions in excess of pension
expense) in rates appropriately reflects the long-term financing costs attributable to
providing service to customers and provides appropriate matching with the FAS 87
expense. PGE has and will continue to make significant cash contributions to its pension
plan pursuant to the Pension Protection Act. PGE must finance these contributions and
pension expense does not provide recovery of PGE’s financing costs.

Currently, rates are set using only FAS 87 expense. FAS 87 expense is calculated based

on several variables including the funding status of the pension plans. As a result,

company cash contributions to pension plans impact the associated FAS 87 expense. By

inchuding a return on cash contribution, the Commission would recognize the true and

complete cost of service related to pension plans and the resulting rates that reflect these
_ costs would be just and reasonable..

y:\ratecase\opuc\dockcts\um-l 633\dr-in\opuc\finallopuc_ dr 005.docx
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May 23, 2013
TO: Kay Barnes

Oregon Public Utility Commission
FROM: Patrick Hager

Manager, Regulatory Affairs

PORTLAND GENERAL ELECTRIC
UM 1633
PGE Response to OPUC Data Request No. 007 -
Dated May 9, 2013

Redquest:

Is the lack of request for the explicit return of excess cash contributions due to the
concept that FASB 87 expense will provide a return of such contributions?

Response:

Yes. The prepaid asset is expected to revert to zero over time as cash contributions
eventually taper-off and PGE continues to incur FAS 87 expense. However, based on the .
current forecast, this process is expected to take a considerable length of time, with PGE-
continuing to incur the financing costs associated with the prepaid asset.

y:\ratecase\opuc\dockets\um-1633\dr-in\opuotfinallopuc_dr 007.docx 4
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July 12, 2013

TO: Kay Barnes
Oregon Public Utility Commission

FROM: Patrick Hager
Manager, Regulatory Affairs

PORTLAND GENERAL ELECTRIC
UE 262
PGE Response to OPUC Data Request No. 337
Dated July 3, 2013 ’

Request:

With regard to PGE’s response to Staff Data Request No. 262, please provide the
actuarially calculated minimum and maximum contribution levels for the years 1998
through the test year.

Response.

PGE objects to this request on the basis that it is unduly burdensome and requests a study that
PGE has not performed. Notwithstanding this objection, PGE responds as follows:

From 1998 through 2009, due to the funded status of its pension plan, PGE was not required %o
make any contributions to its pension plan. Minimum funding requirements for the period of
2010 through 2012, due to the enactment of the Pension Protection Act (PPA) are as follows:

2010 - $30 million
2011 - $26 million
2012 -%0

For the years of 2013 throngh 2028, the contributions listed in confidential PGE Exhibit 503,
which form the basis for PGE’s pension cost recovery proposal, are the minimum funding
requirements under the Pension Protection Act. The contributions are shown in the fiscal year in
which the payments are projected to be paid.

The maximum deductible contributions for 1998 through the test period have not been
determined. Before enactment of the PPA, there was no maximum contribution. The PPA rules




UE 262 PGE Response to OPUC DR No. 337
2luly 12,2013
Page2

(effective in 2010) determine the maximum deductible contribution as the sum of minimum
target liability plus the target liability normal cost plus a "cushion" amount less the value of plan

_assets. The cushion amount is equal to 50% of the minimum target liability plus an allowance
for expected benefit increases due to future salary growth, If the maximum contributions were to
be calculated for the period of 2010 through 2014, they would likely be tens of millions of
dollars greater than the minimums provided.

y:\ratecase\opuc\dockets\uc—262 (gre 2014)\dr-in\opuc\finals\de_337.docx
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June 18, 2013 (due date)

TO: Kay Barnes
Oregon Public Utility Commission
FROM: Patrick Hager
: Manager, Regulatory Affairs

PORTLAND GENERAL ELECTRIC
UE 262
PGE Response to OPUC Data Request No. 335
Dated June 4, 2013 ‘

Request:

Referring to the Company testimony UE 262/PGE/500, Barnett-Bell-Jaramillo/26, lines 15-
17, please provide the Company’s comparative analysis supporting the assertion that PGE
pension assefs have consistently outperformed similar funds.

Response:

Attachment 335-A provides a 2012 Mercer Performance Summary comparing PGE’s pension
fund performance to all other companies within Mercer’s database. As shown in the row titled
“Total Fund,” PGE’s performance ranked in the top 2% of all funds for 2012, the top 7% from
2010-2012, and the top 11% from 2008-2012.

- Attachment 335-A is confidential and subject to Protective Order No. 13-042.

y:\ratecase\opucidockets\ue-262 (gre 2014)\dr-in\opuc\dr_335.docx.
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July 26, 2013
TO: Kay Barnes

Oregon Public Utility Commission
FROM: Patrick Hager

Manager, Regulatory Affairs

PORTLAND GENERAL ELECTRIC
‘ UE 262
PGE Response to OPUC Data Request No. 348
Dated July 17, 2013

Regueét:

With regard to the Company’s rebuttal testimony on lines 12-13 of PGE/1800, Hager
Jaramillo/7, please explain in narrative format how the annual market performance of the
Company’s pension assets directly impacted the annual prepaid pension asset amount
during the years 1998 through 2005. Please also provide the amounts and calculations
demonstrating the direct quantitative impact of the Company’s annnal pensions asset
market performance on the Company’s anunal prepaid pension asset amount.

Response;

Attachment 348-A provides an illustrative calculation of the cumulative impact on the prepaid
pension asset of PGE’s ability to exceed investment benchmarks.

Attachment 348-A includes:
» The actual returns on plan assets
o The benchmark refurns on plan assets
* Asset values, Pension Benefit Obligations and Accumulated Other Comprehensive Loss,
which taken together represent the actual prepaid pension asset
» An estimated impact of the PGE’s investment management relative to a “market-index”
" portfolio of assets

Actual market performance is presented fiom 1993 to 2005. The prepaid pension asset is
affected by cash contributions and FAS 87 expense. FAS 87 expense is built up using several
factors, one of which is the expected return on plan assets. The expected return on plan assets is
calenlated based on the expected return on plan assets multiplied by the market-related value of




UE 262 PGE Response to OPUC DR No. 348
Tuly 26, 2013
Page 2

assets, which is based on a five-year average of pension asset values. Therefore, FAS 87
expense in 1998, which is a component in the build-up of the prepaid pension assets from 1998
to 2005, is based on asset values fiom 1993 to 1998.

To the extent PGE investment management exceeded the benchmark return in 1993, FAS 87
expense would be lower in 1998, which contributed to negative FAS 87 expense: Negative
FAS 87 expense then resulted in a higher prepaid pension asset.

The $53.6 million of excess investment returns identified in Attachment 348-A. increased the
Prepaid Pension Asset by an estimated $47.6 milton.

This calculation is designed to isolate the estimated impact of PGE’s ability to exceed investment

benchmarks and is not intended to tie to the total build-up in the prepaid pension asset of
$ 88 million from 1998 to 2005 since cash contributions and other market and actnarial factors
stich as the discount rate and participant experience also impact the prepaid pension asset.

yiratecase\opucdockets\ue-262 (gre 2014)\dr-inlopuc\dr_348.docx



P

Bahr/6.3

1
o
0
=

©
S
9p]

B ROTA A RO T S 2

Laseg
V-$PE INEWHOYILY
$¥C"ON ISZNDTA YIVQ ONJO OL ASNOISEY B9 29220

VOULUIES D' sasUBa ouad Sipotrad Jo JuUsliodiiioy RISSY Uo LLINWY pajadxy alp bujseanuy
*Aq 21E9A JUINDISANS U] J9SSY LOISURA PEdALd AR SELADUT LED JURLNSAALL Uy
{ssopueb a7 Jo ARSIRARIUE tAG UL [AUD PITRUAE 3G 30U (11 BT NS UG *SIESA SAY JPAD PIROOLS IR {STSS0]ISUiRD JUILLISIAUL nﬂ_ﬂum

{S30eD 3R DUMO([03 JZaA [EI5Y BUf J0 PUS 3ig Je DUt OJSURd pRRL I

5002

002
989°ZT0T €002
$05TZ 5T 7007
£8E°00Z 6BS'EET yerag 1002
§L4°669 PEE'ZS DETOVE SUA'ELT 0002
660'9B2T  BLB'RE'T  OSYT/ET 0L TSy 6661
(s/BEs00)  (5L2'ESO0)  (0OTEMRY) (STETEY'E) losyieb?)  lszzonzm) 8661
T66TGR'E  TGE'TER'E  JG6TER'E  EGS'EITE  SGU'SEET  96L'9SS'T  BEE'RLL 2661
98489 ) 58’589 S9b'889 682055 T60'ET PEE'SLZ 265'25T 9661
GIrTed bTred GITIS BITTY WINIY) (6s'805) (es99sh) labveE) (eczzst) 5661
(@soses)  (zsgsee)  (esoes)  @sssee) (zawsss)  (zewsse) (wewie)  (eeuen  (Srsn  (evsd

000°000°88
000°000°8
D00'000°E7
000'000°89
000°000°SE
000°000°CZ
000'000°T

000'000'
{000'006)
(g00'006°z)
(000'00b'S}
suu 00°)

000'000°20¢

(000°00°9€)
(800'000°23T)
(000'000°EST)
(000'000°2T1)
(600°000°1E7)
(o00'006°e6)
(000'001'92)
(000’ 001°19)

(noo‘ono‘eab)
(000000°05b)
{non'000'00k)
(000'000°ESE)
(000°000°90E)
{bo0'000°082)
{pao’0g0’zsz)
{000'000°b82)
{000'000°062)
(p00'000°Z22}
{o00'00e"zze)
{000'008°681)

$ (ooc'oos's d %

SZ0'3TY°ES M
[CaaTHA] %EHT-
{pLg'002'9) YLET~

RN ST

E.nox
Meupiog

T

SL0L
%ET'TT

uiniey _-Bu<

000°000°69%
000'000°25%

000°00Z'552
ooo.oov.ﬂmN

LOSIEAN SISMOL,




Staff/501

Bahr/6.4

pledaid 6002

18Y)0 pue
uonezioure ureh peziubosaiun

1e$

WslebeueWl
juswisaAll J9d Jo Jisueg

s

SUORNQUILOD YseD

o
018

piedeid 8661
-$ -~ 0$

0z$
ovs
09%
08$
00L$
0zi$
ovig
50023661 - 9bL1g predald

suojjiw uy $



AVILNAAIANOD 2 3LVARId

Anus Jo uosied teyo Aue Ag uodn paljel aq 0} jou pue ‘feweuiue)o] Jo esn ﬁmeme pue uonewloyul sy} 10} Aj@jog

— 0
o
o 9
=
ﬁ <
8 ©
o»n
58 88 l piedaid 00z
88 Le - - - - - e 18 0 pue uaeziiows wes paziubosasun
18 Ly - - e - - 1y [ sleliebeueW JUswisandl 3 Jo Jjauag
15 0l - - - - - 0} - g SUORNALIUOD USED
- pledald 8661
3 eg 6 g 3 0 oits oHBLE oie] SHeLe odd &
5 shoqE Btipus « saoqe Buipus weyag Buipts’ moeg b 8d sniteho 6 0 3 B¢l
ea sod fe1o BA Dot 1230 ea 504 B30 e Bd B

[sweueaq] joafoad
d7T178YonoL @ sy
SBoISS UoivBsURI [ vRIN

£Loz/s/e
¥eiq

PploPea



Staff/501
Bahd?ﬂ

July 26, 2013, : .

TO: ' Kay Barnes
Oregon Public Utility Comm1sslon

FROM: Patrick Hagcr
Manager, Regulatory Affairs

PORTLAND GENERAL ELECTRIC
UE262
PGE Response to OPUC Data Request No. 346
Dated July 17,2013 -

Request;

With regard to the Company’s rebuttal testimony on PGE/1800, Hager-Jaramillo/14,
please provide calculations of the $316 million amount on line 17 and the change in capital
structure percentages on line 19. Please also provide narrative explanations of the
calculations

Response:

PGE objects to this request on the basis that preparing a detailed buijld-up of Accumulated Other
Comprehensive Loss (AOCL) from period to penod requites the involvement of the pension
actuary and entails significant cost. Without waiving its objection, PGE replies as follows:

An illustrative build-up of AOCL from 2007 to 2012 (forecasted as of October 22, 2012) is in
Attachment 001-A. to PGE’s Response to OPUC Data Request No. 001 in docket UM 1623.
This spreadsheet is provided as Attachment 346-A.

This build-up presents the increase in AOCL from $39 million at December 31, 2007 to the
forecast AOCL of $338 million. Actual AOCL as of December 31, 2012 was $298 million. The
difference between the $338 million forecast as of Ocfober 22, 2012 and the $299 million actual
as of December 31, 2012 is primarily atiributable to changes in the interest rate used to discount
the pension liability and asset performance that varied from forecast.

The $316 million AOCL discussed in PGE Exhibit 1800 represents thc December 31,-2012
forecast of AOCL. For 2014 and all firture forecast years, AOCL is assumed to change only as a
tesult of the amortization of AOCL through FAS 87 expense.




UE 262 PGE Response to PUC Data Request No. 346
 Pagel

A discussion of the AOCL amortization method through FAS 87 expense is in Attachment 10-A
to PGE’s Response to OPUC Data Request No. 010 in docket UM 1633. This file is also
provided as confidential Attachment 346-B. .

The calculation of the change in capital structure percentages was performed by subtracting
$316 million from the Common Equity portion listed in Table 1 of the PGE Exhibit 1100 and
then calculating the equity percent by dividing the new number by the Total in Table 1.

" Attachments 346-A and 346-B are confidential and subject to Protective Order No. 13-042.

yiratecaselopucidockets\ne-262 (gre 2014)\dr-in\opuctdr_346.docx

Staff/501
Bahr/7.2




Staff/501
Bahr/8.1

July 26, 2013

TO: Kay Barnes

Oregon Public Utility Commission
FROM: - Patrick Hager

Manager, Regulatory Affairs

PORTLAND GENERAL ELECTRIC
UE 262 ,
PGE Response to OPUC Data Request No. 349
Dated July 17, 2013

Request:

Please explain, in narrative format, why the Company’s prepaid pension asset grew
significantly between the years 1998 and 2005, and what directly affected this growth, -
Please include in your response, specifically, why the prepaid pension asset amount grew
despite no cash contributions to the pension fund by the Company during this time. Please
provide any amounts, calculations, or other quantitative support as necessary.

Response:

Growth in the prepaid pénsion asset from 1998 to 2005 arcse from three sources discussed
below. A graphical presentation of these sources is mcluded in Attachment 348-A to PGE
response to OPUC Data Request No, 348,

1) A $10 million contribution to the pension plan in 2005,

2) Lowet FAS 87 expense as a result of investment policies by PGE that generated higher
returns for customers than the financial market benchmarks.

FAS 87 expense is determined based on a forecast of market returns, known as the expected
return on assets. The expected return on assets is based on an esmnate of the index-returns that a
pension asset portfolio will experience over time,

PGE manages the pension asset portfolio in an effort to rheet or exceed the financial market
index benchmatk in a risk-efficient manner. To the extent that the investment returns exceed the
benchmark due to PGE’s management of the pension asset portfolio, those benefits are passed on
to customers in the form of lower FAS 87 expense.




Staff/501

: _ Bahr/8.2
UE 262 PGE Respouse to OPUC Data Requsst No. 342
Page 2

Because the pension asset portfolio includes the cumulative impact of PGE’s management since
plan inception, customers continue to benefit from PGE’s successful investment management
from 1993 to 2005 period in the form of lower FAS 87 expense.

PGE estimated this benefit in Attachment 348-A as $47.6 million as of December 31, 2005
attributable to the period from 1998 through 2005.

3) Other sources of FAS 87 expense include the amortization of ﬁnrecognized gains/losses
arising because of non-investment financial matket performance, such as the discount rate, and
other sources of plan experience that differed from ounr original actuarial estimate.

We calculate this amount as the remainder of the 2005 prepaid pension asset ($88 million)
increase, or $31 million. ‘

y:\ratecase\opucidockets\ue~262 (gre 2014)\dr-in‘opuc\dr_349.docx
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Tuly 26, 2013
TO: Kay Barnes

Oregon Public Utility Commission
FROM: Patrick Hager .

Manager, Regulatory Affairs

PORTLAND GENERAL ELECTRIC
UE 262
PGE Response to OPUC Data Request No. 347
' Dated July-17, 2013

Reguest:

With regard to the Company’s rebuttal testimony on PGE/1800, Hager-Jaramillo/7, please
reconcile lines 14 through 21 of the testimony, which states that the Company’s prepaid
asset has existed since the inception of FAS 87 and has only begun growing significantly in
the last decade, driven primarily by the Pension Protection Act (PPA) and the 2008
financial crisis, with the Company’s response to CUB Data Request No. 34, which shows
significant growth in the prepaid asset prior to both the PPA and the 2008 financial crisis

Response:

During 2003-2007 PGE’s prepaid asset grew from $73 to $82 million, an increase of about $9
million. Since 2007, the increase is approximately $26 million.

Attachment 347-A. contains a copy of PGE’s attachment provided in response to CUB Data
Request No. 034. .

y:\ratecase\opuc\docketstue-262 (gre 2014)\drin\opuc\dr_347.docx




Prepaid Asset
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

2003
2004
2005
2006
2007

2008
2009
2010
2011
2012

(2.9)
(4.3)
(5.3)
(2.9)
(1.8)
4.0

14.0
27.0
55.0
68.0

73.0
78.0
88.0
84.0
82.0

84.0
85.0
111.0
129.0
108.0

" Total Increase

5.0

26.0

UE 262 PGE Response to OPUC Data Request No. 347
Attachment 347-A
Page 1 of 1
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CERTIFICATE OF SERVICE

UE 262

| certify that | have, this day, served the foregoing document upon
all parties of record in this proceeding by delivering a copy in person or by
mailing a copy properly addressed with first class postage prepaid, or by
electronic mail pursuant to OAR 860-001-0180, to the following parties or
attorneys of parties.

Dated this 6th day of August, 2013 at Salem, Oregon

fﬁ() 7Y 6 {&/M’/ﬁ/f}
Kay Barnes
Public Utility Commission
3930 Fairview Industrial Drive SE
Salem, Oregon 97302
Telephone: (503) 378-5763




SERVICE LIST

UE 262

CARL FINK (W)

628 SW CHESTNUT ST, STE 200
PORTLAND OR 97219
cmfink@blueplanetlaw.com

BEERY, ELSNER & HAMMOND LLP

NANCY L WERNER (C) (W)

1750 SW HARBOR WAY, SUITE 380
PORTLAND OR 97201-5016
nancy@gov-law.com

BOEHM KURTZ & LOWRY

KURT J BOEHM (C) (W)
ATTORNEY

36 E SEVENTH ST - STE 1510
CINCINNATI OH 45202
kboehm@bkllawfirm.com

BOEHM, KURTZ & LOWRY

JODY KYLER COHN (C) (W)
ATTORNEY

36 E SEVENTH ST STE 1510
CINCINNATI OH 45202
jkyler@bkllawfirm.com

BRUBAKER & ASSOCIATES INC

MICHAEL GORMAN (C) (W)

16690 SWINGLEY RIDGE RD STE 140
CHESTERFIELD MO 63017
mgorman@consultbai.com

CABLE HUSTON BENEDICT HAAGENSEN &

LLOYD

TOMMY A BROOKS (C) (W)

1001 SW FIFTH AVE, STE 2000
PORTLAND OR 97204-1136
tbrooks@cablehuston.com

CABLE HUSTON BENEDICT HAAGENSEN &

LLOYD LLP

CHAD M STOKES (C) (W)

1001 SW 5TH - STE 2000
PORTLAND OR 97204-1136
cstokes@cablehuston.com

CITIZENS' UTILITY BOARD OF OREGON

OPUC DOCKETS (W)

610 SW BROADWAY, STE 400
PORTLAND OR 97205
dockets@oregoncub.org

ROBERT JENKS (C) (W)

610 SW BROADWAY, STE 400
PORTLAND OR 97205
bob@oregoncub.org

G. CATRIONA MCCRACKEN (C) (W)

610 SW BROADWAY, STE 400
PORTLAND OR 97205
catriona@oregoncub.org




CITY OF HILLSBORO

ANDREW BARTLETT (C) (W)

150 EAST MAIN ST.
HILLSBORO OR 97123
andrew.bartlett@hillsboro-oregon.gov

CITY OF PORTLAND - CITY ATTORNEY'S
OFFICE

BENJAMIN WALTERS (C) (W)

1221 SW 4TH AVE - RM 430
PORTLAND OR 97204
ben.walters@portlandoregon.gov

CITY OF PORTLAND - PLANNING &
SUSTAINABILITY

DAVID TOOZE(W)

1900 SW 4TH STE 7100
PORTLAND OR 97201
david.tooze@portlandoregon.gov

DAVISON VAN CLEVE PC

S BRADLEY VAN CLEVE (C) (W)

333 SW TAYLOR - STE 400
PORTLAND OR 97204
bvc@dvclaw.com

ENERGY STRATEGIES LLC

KEVIN HIGGINS (C) (W)

215 STATE ST - STE 200
SALT LAKE CITY UT 84111-2322
khiggins@energystrat.com

FRED MEYER STORES/KROGER

NONA SOLTERO (W)

3800 SE 22ND AVE
PORTLAND OR 97202
nona.soltero@fredmeyer.com

HUTCHINSON COX COONS ORR & SHERLOCK

SAMUEL L ROBERTS (C) (W)

777 HIGH ST STE 200
PO BOX 10886

EUGENE OR 97440
sroberts@eugenelaw.com

LEAGUE OF OREGON CITIES

MAJA HAIUM (C) (W)

PO BOX 928
SALEM OR 97308
mhaium@orcities.org

TRACY RUTTEN (C) (W)

PO BOX 928
SALEM OR 97308
trutten@orcities.org

MCDOWELL RACKNER & GIBSON PC

LISA F RACKNER (W)

419 SW 11TH AVE., SUITE 400
PORTLAND OR 97205
dockets@mcd-law.com




NOBLE AMERICAS ENERGY SOLUTIONS, LLC

GREG BASS (W)

401 WEST A ST., STE. 500
SAN DIEGO CA 92101
gbass@noblesolutions.com

NORTHWEST NATURAL

E-FILING (W)

220 NW 2ND AVE
PORTLAND OR 97209
efiling@nwnatural.com

MARK R THOMPSON (W)

220 NW 2ND AVE
PORTLAND OR 97209
mark.thompson@nwnatural.com

NW & INTERMOUTAIN POWER PRODUCERS
COALITION

ROBERT D KAHN (W)

1117 MINOR AVENUE, SUITE 300
SEATTLE WA 98101
rkahn@nippc.org

PACIFIC POWER

R. BRYCE DALLEY (W)

825 NE MULTNOMAH ST., STE 2000
PORTLAND OR 97232
bryce.dalley@pacificorp.com

SARAH WALLACE (W)

825 NE MULTNOMAH ST STE 1800
PORTLAND OR 97232
sarah.wallace@pacificorp.com

PACIFICORP, DBA PACIFIC POWER

OREGON DOCKETS (W)

825 NE MULTNOMAH ST, STE 2000
PORTLAND OR 97232
oregondockets@pacificorp.com

PORTLAND GENERAL ELECTRIC

DOUGLAS C TINGEY (C) (W)

121 SW SALMON 1WTC13
PORTLAND OR 97204
doug.tingey@pgn.com

JAY TINKER (C) (W)

121 SW SALMON ST 1WTC-0702
PORTLAND OR 97204
pge.opuc.filings@pgn.com

PUBLIC UTILITY COMMISSION OF OREGON

JUDY JOHNSON (C) (W)

PO BOX 2148
SALEM OR 97308-2148
judy.johnson@state.or.us

PUC STAFF - DEPARTMENT OF JUSTICE

JOHANNA RIEMENSCHNEIDER (C) (W)

BUSINESS ACTIVITIES SECTION
1162 COURT ST NE
SALEM OR 97301-4796

johanna.riemenschneider@doj.state.or.us




PUC STAFF--DEPARTMENT OF JUSTICE

STEPHANIE S ANDRUS (C) (W)

BUSINESS ACTIVITIES SECTION
1162 COURT ST NE

SALEM OR 97301-4096
stephanie.andrus@state.or.us

REGULATORY & COGENERATION SERVICES
INC

DONALD W SCHOENBECK (C) (W)

900 WASHINGTON ST STE 780
VANCOUVER WA 98660-3455
dws@r-c-s-inc.com

RICHARDSON ADAMS, PLLC

GREGORY M. ADAMS (C) (W)

PO BOX 7218
BOISE ID 83702
greg@richardsonadams.com

TROUTDALE ENERGY CENTER

PAULA E PYRON (W)

4113 WOLF BERRY CT
LAKE OSWEGO OR 97035-1827
ppyron@cpkinder.com

WAL-MART STORES, INC.

STEVE W CHRISS (C) (W)

2001 SE 10TH ST
BENTONVILLE AR 72716-0550
stephen.chriss@wal-mart.com




