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I. INTRODUCTION 1 

Q. Please state your name, occupation, and business address. 2 

A. My name is Bob Jenks. I am the Executive Director of the Oregon Citizens’ Utility 3 

Board (CUB). My business address is 610 SW Broadway, Ste. 400 Portland, 4 

Oregon 97205.  5 

Q. Please describe your educational background and work experience. 6 

A. My witness qualification statement is found in exhibit CUB/201. 7 

Q. What is the purpose of your testimony?  8 

A. My testimony responds to various issues related to and proposals contained in 9 

Portland General Electric Company’s (PGE or the Company) initial filing in this 10 

proceeding, as well as raising a proposal related to PGE’s single-issue ratemaking 11 

mechanisms. My testimony discusses the following: 12 

II. Business Risk and Shareholder Equity 13 

III. PGE’s Power Cost Adjustment Mechanism (PCAM) 14 

IV. Single-Issue Ratemaking 15 
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V. Trackers for Request for Proposals (RFP) Independent Evaluator (IE) 1 

and Third-Party Consultants 2 

VI. PGE’s Proposal to Separate Deferrals and AAC 3 

VII. PGE’s Proposal Concerning Treatment of Energy Storage Resources 4 

II.  BUSINESS RISK AND SHAREHOLDER EQUITY 5 

Q. What is the purpose of this section? 6 

A.  In this section, I discuss the role of shareholder equity, specifically as it relates to 7 

the risk profile that is generally assumed by utilities and their shareholders. In this 8 

proceeding, PGE discusses its perceived business risk at length and argues that 9 

various factors and mechanisms, including its PCAM, have increased its risk 10 

profile. According to the Company, the perceived increase in its risk profile justifies 11 

its request to increase its authorized return on equity (ROE). CUB disputes many of 12 

the Company’s arguments. While our principal testimony responding to the 13 

Company’s ROE increase request appears in AWEC-CUB/100, this testimony will 14 

address the Company’s risk profile generally, and then specifically regarding its 15 

relation to the Company’s proposed PCAM changes. 16 

Q. Please describe what you mean by business risk. 17 

A.  Regulated utilities are for-profit monopolies. This is unusual. Generally, for-profit 18 

businesses operate in competitive markets. Businesses in these markets cannot 19 

charge too much for their product or customers will purchase from alternative 20 

suppliers. But with utilities, customers are captive. They cannot turn to an 21 

alternative. Instead, customers rely on regulation to substitute for market discipline. 22 

 23 
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In order to protect their shareholders, utilities like PGE seek to claim that any risk 1 

that is not under its control should fall on customers, but this is misguided. This 2 

suggests that the utility should get to recover all of its costs with the only exception 3 

being prudence disallowances, which are rare. Essentially, this theory seeks a 4 

regulatory paradigm where utility investors are making largely risk-free 5 

investments. However, the Public Utility Commission of Oregon (Commission) has 6 

held in a variety of settings that some level of business risk should be borne by 7 

shareholders, or at least appropriately balanced between shareholders and 8 

customers. The Commission’s continued approval of PGE’s current PCAM is just 9 

one example of a means to fairly balance risk between the Company and its 10 

customers.  11 

 

The PCAM is a form of retroactive ratemaking, meaning that it enables costs or 12 

benefits that have accrued in the past to be passed onto customers. According to 13 

PGE, the PCAM should guarantee that PGE recover all of its prudently incurred 14 

costs. However, this is not how regulated utilities are supposed to operate. 15 

Shareholders of utilities are not supposed to be making risk-free investments. 16 

Retroactive adjustments are not supposed to be used to eliminate normal business 17 

risk. Instead, shareholders are given returns on equity that fairly compensate them 18 

for the business risk that they take on. The Commission must allow regulated 19 

utilities the opportunity to earn a reasonable rate of return, but the Commission 20 
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cannot ensure that utilities will earn a reasonable rate of return.1 In order to justify 1 

the higher ROE that utilities generally seek, their shareholders must assume some 2 

level of risk that they will not recover all of their costs. 3 

 

Regulated utilities seem to be troubled by the idea that we use forward-looking rate 4 

cases to set prices which are designed to cover costs and provide a reasonable 5 

return, but that the utility generally takes the risk of higher costs or lower demand 6 

than was anticipated in the test year. However, this well-established regulatory 7 

paradigm mirrors the nature of for-profit businesses operating in a market. For-8 

profit businesses are subject to business risk. Businesses routinely set prices while 9 

being subject to the risk that costs will be higher than expected, or sales will be 10 

lower than expected. Their ability to change prices to offset increased costs can be 11 

restrained by the competitive market.  12 

 

The purpose of regulation is to set just and reasonable rates and protect customers 13 

from the abuses that would naturally come from for-profit monopoly service. It is 14 

not to eliminate the normal business risk for investors. Under this established 15 

regulatory framework, customers also assume a risk that the utility’s cost of service 16 

will be below what is forecasted in the test year, which enables the utility to retain 17 

benefits. 18 

/// 19 

 
1 Charles Davis, Or. Op. Atty. Gen., OP-6076 (1987) at 11 (“Regulators must allow regulated utilities an 

opportunity to earn a reasonable rate of return. Regulators cannot ensure that utilities will earn a 

reasonable rate of return.”). 
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Q. How is business risk related to equity? 1 

A. Business risk is directly tied to equity. The Company’s ROE, or profit margin, 2 

compensates investors for the business risk associated with a capital investment.  3 

Businesses that are subject to higher risk would normally require a higher ROE to 4 

attract investment capital. But utilities think they are different. It is not unusual for a 5 

regulated utility to seek what PGE is seeking in this case: higher ROE to increase 6 

compensation to investors combined with lower risk by shifting risk to customers.   7 

 

 However, equity is tied directly to risk, and a lower risk profile generally suggests 8 

that a lower ROE is warranted. Utilities typically finance capital investments with a 9 

combination of equity and debt. Debt is cheaper, but the addition of equity allows 10 

the utility to absorb risk. For example, if a utility’s service territory experiences 11 

unusually mild weather it may not collect enough revenue to cover all of the costs 12 

associated with financing its capital investments. If the utility failed to pay its debt, 13 

the holder of that debt can sue and demand that the debt and interest on the debt be 14 

paid. However, unlike debt which must be paid, dividends to shareholders can be 15 

reduced. In this manner, equity acts as a shock absorber, absorbing business risk. 16 

Weather-related variations in volumetric sales are a risk that Oregon-regulated 17 

utilities have generally assumed, and utilities are able to use equity to help absorb 18 

this risk.   19 

 

 When utilities ask to completely eliminate business risk, they are asking that equity 20 

no longer be used to absorb business risk. But, in this circumstance, there is no 21 
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longer a benefit of equity. Instead, we should finance utility investments entirely 1 

through debt. This would lower the cost of financing capital projects to customers 2 

and would be appropriate because, under this scenario, business risk would be 3 

completely eliminated.  4 

 

 This represents much of the difference between publicly owned utilities and for-5 

profit utilities. Public power has lower financing costs but does not have equity 6 

investment to absorb risk. Customers of public power utilities must absorb more 7 

risk by having greater volatility to rates or by pre-funding a reserve which can 8 

absorb risk.    9 

 

We can also see the impact of equity when we compare gas and electric utilities. 10 

Electric utilities have more rate-based capital (more equity), have a higher business 11 

risk associated with power supply, and typically earn a higher ROE in exchange. 12 

Because they have significantly more equity investment since they are vertically 13 

integrated, they have a higher risk tolerance than gas utilities. Gas utilities generally 14 

do not have equity investment in gas supply – only in the distribution network – and 15 

therefore have a lower risk tolerance and a lower ROE. 16 

 

The role of business risk and the Company’s request to increase its ROE in this case 17 

are intertwined with many issues PGE raises. Perhaps the largest example is its 18 

proposal to completely shift nearly all risk associated with its power cost 19 

forecasting to customers while simultaneously seeking a higher ROE. 20 
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III.  PCAM 1 

Q. What is the purpose of this section of your testimony? 2 

A. I will explain the history of the PCAM, why CUB opposes PGE’s proposed changes 3 

to the mechanism, and explain CUB’s proposal to modify the PCAM. CUB 4 

proposes the following structure for PGE’s PCAM going forward:  5 

Earnings Test: The earning test, based on a range of reasonable earnings (100 6 

basis points + authorized earnings) should not change. This is an important 7 

customer protection while ensuring that the mechanism allows the Company to 8 

earn a return within a reasonable range.  We should not be changing from 9 

forecasted prices when earnings are reasonable. 10 

 

Dead band: The Commission stated in a number of proceedings that the dead 11 

band should be based on the amount of equity that a Company has, but as PGE 12 

has dramatically increased its equity over the years, there has been no adjustment 13 

to the dead band.  CUB believes we should return to a dead band based on basis 14 

points ROE. The current dead band has shrunk from 150/75 basis points to 15 

approximately 50/25 basis points. CUB proposes splitting the difference by 16 

setting a dead band of 100/50 basis points.  17 

 

Sharing: CUB proposes to retain the current sharing percentages at 90/10. 18 

Q.  What is CUB’s view of PGE’s proposal to change the PCAM? 19 

A. CUB strongly opposes PGE’s proposed changes. PGE is proposing to shift the 20 

business risk associated with power cost forecasting to customers. Despite PGE’s 21 

arguments to the contrary, there is no evidence that there is a problem with PGE’s 22 

PCAM, and it has been operating as the Commission intended since its inception. 23 

The variation between forecasted and actual power costs is normally small and 24 

falls within the deadband, resulting in no rate change. It is only in unusual 25 

circumstances that there is a variation that is large enough to lead to a surcharge 26 

or refund. Figure 1 below shows the variation between forecasted and actual 27 

power costs since the inception of PGE’s current PCAM. 28 
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A.  Background on the Current PCAM     1 

Q. Can you discuss the history of power cost recovery? 2 

A. Yes. PGE identifies 2007 as representative of the time period when the PCAM 3 

was “originally developed and implemented.”3 While a version of the current 4 

PCAM (one with a wider deadband) was approved in 2007, the methodology of 5 

the PCAM and the Commission’s power cost recovery principles date back to the 6 

Western Power Crisis in 2001. The PCAM methodology was developed, 7 

considered, and adjusted through a series of Commission dockets. Through these 8 

proceedings, the Commission has been consistent in its recognition that PCAM 9 

principles are in place to allow for rate changes only in unusual circumstances, 10 

that equity investors should carry traditional business risk, and that customers 11 

should be protected from volatility in rates. This is not a one-off policy that was 12 

decided in a single case, but is a well-crafted policy that has been in place for 13 

decades and reiterated by the Commission in multiple dockets: 14 

  UM 995 15 

  UM 1008/1009 16 

  UE 115 17 

UE165 18 

UE 180/181/184 19 

UE 215 20 

UE 246 21 

UE 283   22 

UM 1662 

 

The modern history that led to the current PCAM began in 2001 during the 23 

Western Power Crisis. At the time, there were no annual power cost 24 

mechanisms—no mechanism to annually forecast power costs and no mechanism 25 

 
3 UE 416 – PGE/400/Sims – Outama/2. 
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to annually true-up power costs. But the failures that led to the Western Power 1 

Crisis associated with poor market design and market manipulation, combined 2 

with low hydro conditions, and an unplanned outage of a coal plant led to a set of 3 

deferrals to capture power cost excursions. The Commission recognized the 4 

extreme volatility of the market, but wanted to protect customers from that 5 

volatility by establishing a mechanism that focused on costs that were beyond the 6 

normal risk that the utilities undertook. The following dockets and events led to 7 

the PCAM in the form it exists in today. 8 

UM 995 – PacifiCorp Power Cost Deferral. 9 

 

UM 995 was a deferral filed by PacifiCorp for excess power costs caused by the 10 

Western Power Crisis, low hydro conditions, and a forced outage at the Hunter 11 

coal plant. PacifiCorp incurred approximately $786.7 million in excess net power 12 

costs on a total company basis during the deferral period.4 The Commission 13 

implemented a mechanism that shared excess power costs that were outside of a 14 

dead band: 15 

Dead band: A dead band was established for power cost changes equivalent to  16 

+/- 250 basis points return on equity around the baseline (a band in which the 17 

utility bears all the cost and receives all the benefit.);5  18 

 19 

Sharing bands: a 50/50 sharing band for power cost changes equivalent to 20 

between 250 and 400 basis points;  21 

 22 

a 75/25 sharing band for power cost changes equivalent to more than 400 basis 

points, in which customers bear 75 percent and the company bears 25 percent.6  

 

 

 

 

 
4 OPUC Order No. 02-469 at 3 
5 OPUC Order No. 01-420. 
6 OPUC Order No. 01-420 at 5. 
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UM 1008 and 1009 -- PGE Power Cost Deferral. 1 

 

PGE also had a power cost deferral during the Western Energy Crisis due to 2 

volatile wholesale energy prices combined with a low water year. Both PGE and 3 

Commission Staff initiated power cost deferrals for PGE. These two filings were 4 

consolidated as UM 1008/UM 1009. This case was settled with a stipulation 5 

between Staff, PGE, CUB, ICNU, and Fred Meyer Stores. This agreement was 6 

adopted by the Commission and largely followed the UM 995 decision except that 7 

it assigned 90% of costs that were more than 400 basis points above the baseline 8 

to customers:7  9 

Dead band: A dead band of +/- 35 million was established around the baseline 10 

forecast of net variable power costs. This was equivalent to approximately 250 11 

basis points ROE. Within this dead band the utility bears all the cost and receives 12 

all the benefit;.8  13 

 

Sharing bands: a 50/50 sharing band for power cost changes between $35 million 14 

and $56 million above or below the baseline (equivalent to between 250 and 400 15 

basis points);  16 

 

a 90/10 sharing band for power cost changes equivalent to more than 400 basis 17 

points, in which customers bear 90 percent and the company bears 10 percent. 18 

 19 

Commission Staff believed that one reason a wide dead band was 20 

necessary was the volatile wholesale market:9 21 

Staff believes the width of the dead band (equivalent to 250 basis 22 

points return on equity) and sharing between customers and the 23 

company is reasonable for several reasons. First, utilities typically 24 

bear the risk for cost changes in normal operating expenses 25 

between rate cases. The potential magnitude of power cost changes 26 

is the result of a highly volatile wholesale market, which justifies 27 

not only deferral of a portion of the variance but also a sharing 28 

between customers and the company (until a subsequent general 29 

 
7 OPUC Order No. 01-231 at 10-11. 
8 OPUC Order No. 01-420. 
9 OPUC Order No. 01-231 at 5. In contrast, in this proceeding, PGE asserts that market volatility now 

warrants completely eliminating the PCAM dead bands. 
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rate change) in such extraordinary circumstances.  1 

 2 

UE 115 – Western Power Crisis General Rate Case. 3 

 4 

UE 115 was the big general rate case that PGE filed during the power crisis.  5 

There were a lot of issues in that docket, including implementing SB 1149, the 6 

Oregon Electric Restructuring Law. UE 115 established an annual power cost 7 

forecast that was later renamed to the AUT. In UE 115, the parties agreed to a 8 

power cost adjustment to track the Power Cost Variance (PCV) between actual 9 

Net Variable Power Costs (NVPC) and forecasted NVPC:10 10 

Dead Band: A dead band of $28 million was established. This was approximately 11 

200 basis points. 12 

 

Sharing Bands: A 50/50 sharing band was established for costs that varied from 13 

the baseline between $28 million and $38 million;   14 

 

A 85% sharing band was established for costs that varied from the baseline 15 

between $38 million and $100 million; 16 

 

A 90% sharing band was established for costs that varied from the baseline 17 

between $100 million and $200 million; 18 

 

A 95% sharing band was established for costs that varied from the baseline in 

excess of $200 million.  

 

In approving the power cost stipulation, the Commission noted that “PGE’s power 19 

cost situation is unique, given PGE’s exposure to the wholesale energy market 20 

and the current uncertainty and volatility of that market.”11 During perhaps the 21 

most volatile market period in recent utility history, the Commission found that 22 

PCAM dead bands were appropriate. This greatly undercuts PGE’s position in 23 

this proceeding. 24 

UE165 – Hydro-Only PCAM.  25 

 
10 OPUC Order No. 01-777, Appendix D, page 19 of 28. 
11 OPUC Order No. 01-777 at 20. 
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PGE proposed a hydro-specific PCAM in 2004. The proposed mechanism was 1 

intended to dampen the fluctuations in PGE’s annual power costs that were 2 

caused by variations in hydro conditions. PGE described a number of reasons why 3 

it believed it was uniquely suited for such a mechanism—roughly 10 percent of 4 

that company’s generation portfolio is company-owned hydro, which is an 5 

inherently unpredictable resource that has significant swings in annual generation 6 

due to fluctuating water levels. The Commission rejected PGE’s proposed PCAM 7 

and established a set of design criteria that would be used to evaluate PCAM 8 

proposals going forward, which are still in effect today:12  9 

    Design Criteria for PCAMs 10 

First, a PCAM should only be triggered by extreme and unusual events.  11 

 12 

Second, adjustments should not be made if earnings are already 13 

reasonable.  14 

 15 

Third, the mechanism should remain revenue neutral over time.  16 

 17 

Fourth, in order to ensure that the three prior criteria are effective, the 18 

mechanism must be intended to remain in place on a long-term basis.  19 

 20 

UE 180/181/184 – Original version of current PCAM. 21 

 22 

UE 180/181/184 was the docket where the current PCAM was adopted in its 23 

original form. PGE proposed a PCAM that allocated 90% of any variance in 24 

power costs to customers.13 PGE argued “vigorously against the imposition of a 25 

deadband,” claiming that other states rarely require dead bands or sharing 26 

mechanisms and including one “would result in Oregon being seen as a negative 27 

 
12 OPUC Order No 05-1261 at 8-10. 
13 OPUC Order No. 07-015. 
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regulatory environment, leading to a possible downgrade in PGE’s credit 1 

rating.”14 In addition, PGE argued that a dead band would not be sustainable and 2 

that power costs represented so much of the Company’s costs that it could not 3 

absorb negative variations.15   4 

 5 

The Commission rejected PGE’s arguments and reiterated the design criteria it 6 

had proposed in UE 165 – “it must be limited to unusual events, there will be no 7 

adjustments if overall earnings are reasonable, it must be revenue neutral, and it 8 

must operate in the long-term.”16 The Commission adopted a PCAM with the 9 

following design elements: 10 

Earnings Test: The Commission established an earnings deadband of + 100 basis 11 

points around the company’s allowed ROE. Within this band earnings are 12 

considered reasonable and there would not be refunds or surcharges associated 13 

with the PCAM. The Commission cited two reasons for this earnings deadband 14 

rather setting an earnings test at allowed ROE.  First, it noted that there is a range 15 

of acceptable returns on equity.  Second, it recognized that an earnings test does 16 

not examine a utility’s costs as “thoroughly” as a full rate case.   17 

 

Dead band: The Commission established an asymmetric dead band ranging from 18 

75 basis points ROE below forecasted power costs, to 150 basis points ROE 19 

above forecasted power costs.  The Commission said that the dead band needed to 20 

be asymmetric to be revenue neutral and that “the ability to absorb power cost 21 

increases depends on a utility’s total rate base.”17  The Commission held that this 22 

structure enabled PGE to “capture power cost variations that exceed those 23 

considered part of normal business risk.”18 24 

 

Sharing: The Commission decided that 90% of any power costs that were outside 25 

of the dead band and passed the earnings test would fall on customers in order to 26 

give PGE an incentive to manage its costs. 27 

 

 
14 Id. 
15 Id. 
16 Id. 
17 Id. 
18 Id. 
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Amortization limit: The Commission limited amortization of deferred amounts 1 

under the PCAM to 6% of revenues for the preceding calendar year.   2 

  

UE 215 – Modification of the PCAM. 3 

 

In UE 215, PGE proposed changing the dead band which the Commission had 4 

established as a range of 75 basis points ROE below the forecasted net power 5 

costs to 150 basis points ROE above the forecasted net power costs. Instead, PGE 6 

proposed a deadband of $10 million either above or below the forecast. In 7 

addition, PGE proposed changing the earnings test to be set at the ROE 8 

established in the last rate case with no earnings dead band. PGE argued that the 9 

existing PCAM did not allow recovery of all prudently incurred power costs and 10 

was not consistent with other PCAMs around the country.19  11 

 

The Commission adopted a stipulation in the case that adjusted the dead band to 12 

$15 million below the forecasted power costs to $30 million above the forecasted 13 

power costs.  In adopting the stipulation, the Commission again cited to and 14 

upheld the design criteria it had discussed in Orders 07-015 and 05-1261.20 15 

UE 246 – PacifiCorp’s PCAM. 16 

 

In UE 246, PacifiCorp asked for a PCAM with dollar-for-dollar recovery for all 17 

power costs citing the impacts of Oregon Renewable Portfolio Standard (RPS). 18 

PacifiCorp claimed its under-recovery of NPC in Oregon rates was due primarily 19 

to the inability to accurately forecast wind generation and factors associated with 20 

integrating a new, large fleet of renewable resources whose generation fluctuates 21 

 
19 OPUC Order No. 10-478. 
20 OPUC Order No. 10-478. 
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widely. Because the RPS allows the Company to recover all prudently incurred 1 

RPS compliance costs—including the variable NPC impacts associated with 2 

integrating renewable energy sources—PacifiCorp argued it was entitled to 3 

dollar-for-dollar recovery of all power costs without dead bands, earning bands, 4 

sharing percentages, or any other feature that it perceived would deprive it of 5 

dollar-for-dollar recovery of any under-recovery of NPC.  6 

 7 

The Commission rejected PacifiCorp’s proposal and reiterated the design criteria 8 

that it applied to PCAMs in the cases cited above. The Commission adopted a 9 

PCAM similar to PGE’s:21 10 

Earnings Test. The Commission established an earnings dead band of + 100 basis 11 

points around the company’s allowed ROE. 12 

 

Dead band.  The Commission adopted the same asymmetric dead band that it had 13 

for PGE: $15 million below forecasted power costs to $30 million above 14 

forecasted power costs.  The Commission also stated that the dead band was 15 

based on “Pacific Power’s authorized rate base, rather than net power costs. In 16 

determining an appropriate power cost dead band, we look to the size of the 17 

utility’s rate base and to the utility’s authorized ROE.22” 18 

 

Sharing: The Commission decided that 90% of any power costs that were outside 19 

of the dead band and passed the earnings test would fall on customers in order to 20 

give PacifiCorp an incentive to manage its costs. 21 

 

Amortization limit: The Commission limited amortization of deferred amounts 22 

under the PCAM to 6% of revenues for the preceding calendar year.   23 

 

UE 283 – Renewable Carve Out.  24 

 

In UE 283, PGE proposed a PCAM carve-out for any cost that it could associate 25 

with renewables, claiming that this is required by SB 838’s provision allowing 26 

 
21 OPUC Order No. 12-493. 
22 OPUC Order No. 12-493. 
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recovery of prudently incurred costs associated with the Renewable Portfolio 1 

Standard. PGE, like PacifiCorp in UE 246, argued that SB 838 required dollar-2 

for-dollar recovery. No other party supported PGE’s position, and the 3 

Commission approved a stipulation with no changes to the PCAM.23  4 

UM 1662 – PAC and PGE Renewable Resource Tracking Mechanism.  5 

 

In 2015, PGE and PacifiCorp jointly proposed changing the PCAM to allow for 6 

dollar-for-dollar recovery of costs, including variable power costs that they 7 

claimed were related to the RPS. The Commission found that SB 838 “does not 8 

mandate dollar-for-dollar recovery of all RPS costs, but rather allows the utilities 9 

the opportunity to recover their variable costs.”24 The Commission rejected the 10 

idea that variable power costs associated with the RPS warrant a change in 11 

ratemaking treatment of power costs. The Commission rejected the Companies’ 12 

proposal, closed the docket and retained the current PCAMs, finding that the 13 

current PCAM structure gave the utilities the opportunity to recover their variable 14 

costs.25  15 

Q. What conclusions does CUB draw from this history? 16 

A. Oregon’s regulatory approach to variable power costs has been consistent for 17 

more than 20 years. Costs are forecasted. Retroactive ratemaking is only allowed 18 

in unusual circumstances and when earnings deviate from reasonable levels.  19 

Dead bands, sharing, and an earnings test are consistent design elements, and 20 

these elements, taken together, ensure that the utilities are earning within a range 21 

 
23 OPUC Order No. 14-422. 
24 OPUC Order No 15-408 at 6. 
25 OPUC Order No 15-408 page 7 and 8. 
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of reasonableness while fairly balancing customer and shareholder interests. 1 

Utilities have consistently argued that they should be allowed to retroactively 2 

recover all prudently incurred costs without being subject to normal business risk. 3 

Utilities have consistently argued that other states do things differently. But the 4 

Commission has been consistent in rejecting these arguments, and CUB urges it 5 

to do so here as well. 6 

 7 

 In addition, it should be noted that some of arguments that PGE has made over the 8 

years have turned out be false. The PCAM did not lead to a credit downgrade for 9 

PGE. The dead band has not been unsustainable. Instead, it has operated as 10 

intended for many years and continues to fairly balance cost and risk between the 11 

utilities and their customers. 12 

B.  Responding to PGE’s Arguments 13 

Q.  Why is PGE requesting a change to the PCAM at this time? 14 

A.  It is not entirely clear. Many of their arguments are reiterated from prior 15 

testimony and have been rejected in the past. Things like: 16 

• Rating agencies prefer less shareholder risk; 17 

• The current mechanism does not ensure full recovery of prudently 18 

incurred costs; and 19 

• Oregon’s mechanism is different than other states. 20 

 

Most of their new arguments relate to climate change, renewable resources, and 21 

market risk. These arguments don’t hold up to scrutiny.   22 

 23 

One new argument raised by PGE that is unrelated to climate change is that the 24 

current mechanism creates a poor incentive for parties that are participating in the 25 
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AUT – customer groups favor lower power cost forecasts and investors favor 1 

higher forecasts. Of course, this is an argument against using forecasts for setting 2 

rates, generally. But the problem with this argument is that the AUT (and RVM, 3 

which predated the AUT) are pretty accurate. In the early days of the PCAM, 4 

PGE’s power cost forecasts were generally higher than actual power costs but 5 

were still normally in the dead band.  6 

 7 

In recent years, NVPC forecasts in the AUT have been extremely accurate. It is 8 

only in the last year or so—post-COVID, with supply chain problems and the war 9 

in Ukraine upsetting energy markets—that we have seen a significant deviation 10 

where the forecast was low. This shows that the PCAM is not skewing the 11 

forecasting of power costs. More importantly, this shows that the PCAM is 12 

serving its purpose. It is there to allocate the costs of unusual events. And the 13 

post-COVID environment we just went through is certainly unusual.26 CUB’s 14 

Figure 1 below, which was used above as well, demonstrates this.  15 

/// 16 

/// 17 

/// 18 

/// 19 

 

 
26 UE 416 – CUB/202. 
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When the PCAM policies were being developed between 2001 and 2007, PGE’s 1 

largest resource was market purchases.  2 

 3 

Figure 2 is from the Commission’s Utility Statistics Book from 2006. In 2006, 4 

PGE had a total of 7 million MWh of its own generation, but its net purchased 5 

power was 26 million MWh. This can be contrasted with PacifiCorp. While 6 

PGE’s net purchases were 3.5 times its production, PacifiCorp was purchasing 7 

less than one third of its production. PGE was very exposed to the market, which 8 

was not a surprise since this was the end of Enron’s ownership, and Enron 9 

favored market purchases over utility-owned generation. Market purchases do 10 

create a net power cost risk, which is captured in the design of the current PCAM. 11 

Even so, PGE’s exposure to the market has gone down since Enron ownership 12 

ended and PGE began investing in generating resources. PGE’s exposure to the 13 

market peaked in 2006, the year that they were sold out of Enron’s bankruptcy 14 

and began building resources again.28 Figure 3 demonstrates this. 15 

/// 16 

/// 17 

/// 18 

/// 19 

/// 20 

/// 21 

 22 

 
28 UE 416 – CUB/202. 
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Q. PGE argues that the resources it built were non-baseload and therefore 1 

riskier. Does evidence support this conclusion? 2 

A. No. Again, the evidence does not support this. It is important to recognize that 3 

renewable resources generate power without any fuel cost and fuel cost is a 4 

component of net power costs. After the RPS passed in 2007, PGE began adding 5 

renewable resources, but these resources displaced some of the large volume of 6 

market purchases PGE was making without adding fuel costs. PGE was able to 7 

replace market exposure with ratebased generating resources that had no fuel 8 

costs. In effect, PGE was able to replace NVPC with ratebased renewables. This 9 

increased ratebase significantly, while simultaneously reducing the Company’s 10 

exposure NVPC. PGE’s ratebase has increased from around 3.5 billion in 2001 to 11 

approximately $12 billion today, while its NVPC have declined from around 50% 12 

of their costs to less than 30%.29 Therefore, PGE is significantly less exposed to 13 

the market than when the PCAM was initially designed and simultaneously 14 

PGE’s risk tolerance has increased significantly because its equity has 15 

significantly grown through ratebase additions. Figures 4 and 5 demonstrate this. 16 

/// 17 

/// 18 

/// 19 

/// 20 

/// 21 

/// 22 

 
29 UE 416 – CUB/202. 
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Figure 430 

 

 

Figure 531 

 

 
30 UE 416 – CUB/202. 
31 UE 416 – CUB/202. 
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 PGE is now in the process of a similar change to its capacity resources. Rather 1 

than relying on gas-fired peakers, the Company is investing in battery storage. It 2 

is replacing a variable power cost (natural gas as fuel) with a fixed cost asset that 3 

does not require fuel. In addition, it is important to remember that the risk 4 

tolerance of a utility is related to the total level of equity that it has. Renewable 5 

resources and battery storage, when owned by a utility, require significant rate 6 

base investments – significant equity – and increase the risk tolerance of the 7 

Company. If PGE must absorb $10 million within the dead band, it is a much 8 

smaller hit today with a rate base of $12 billion than it did when there was only $4 9 

million in rate base. PGE’s arguments around eliminating the dead bands make 10 

little sense when viewed through this lens—the lens that the Commission has 11 

historically viewed the PCAM through. 12 

Q. PGE argues that climate change has increased the risk of extreme events, 13 

and this should require changes in the PCAM. How do you respond?  14 

A. PGE argues that severe weather and load events are driving extreme volatility, 15 

beyond the notion of normal business risk from when the PCAM was originally 16 

implemented. But this is not the case.   17 

 18 

 The original PCAM was established in 2007 and the dead band was set to absorb 19 

the normal business risk. The first of the Commission design principles was: 20 
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The PCAM’s application should be limited to unusual events and 1 

capture power cost variances that exceed those considered normal 2 

business risk.32 3 

   Costs outside the dead band represented unusual events and unusual risk beyond 4 

normal business risk. As our Figure 1 shows, the PCAM has generally been 5 

within the dead band which means that the PCAM has normally operated under 6 

conditions that reflect normal business risk. But to the degree cost related to 7 

extreme events can create risk beyond the normal business risk, that is the 8 

fundamental purpose of the PCAM – allow recovery of costs from unusual events 9 

that are outside of normal business risk. PGE’s argument seems to be that because 10 

there may be costs that are outside of normal business risk, the Commission 11 

should allocate normal business risk to customers. This directly contradicts the 12 

original PCAM principles. 13 

 14 

 But it is also important to recognize that the normal business risk that the utility is 15 

expected to absorb has declined. The Commission has repeatedly held that the 16 

dead band reflects normal business risk, and it should be sized based on the 17 

utility’s ratebase. PGE’s dead band – the amount of business risk allocated to 18 

shareholders – has declined by 5-fold over the last 20 years due to the overall 19 

grown of its ratebase.33 Figure 6 demonstrates this. 20 

 
32 Commission design principle articulated in multiple cases mentioned in our review of PCAM history. 
33 UE 416 – CUB Exhibit 202. PGE did not have a PCAM or power cost deferral from 2003 to 2007. 
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Figure 6 

 

 

  In addition, while PGE argues that extreme volatility is new and changes its risk 1 

profile, this mechanism was first developed during the Western Power Crisis in 2 

2001, when wholesale gas and electric prices were highly volatile. At that time, an 3 

argument in favor of a 250-basis point deadband was to protect customers from 4 

the volatility of the market. Today, PGE is arguing that the volatility of the market 5 

should be redirected towards customers. This makes little sense. 6 

 

 Figure 7 below shows the high prices at Mid-C.34 The raw data from this comes 7 

from the Energy Information Administration. There are two important things to 8 

note about this graph: 9 

 
34 Source of data: https://www.eia.gov/electricity/wholesale/#history. 
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• It has not been adjusted for inflation. Adjusting a $500 price in 2001 by the 1 

Consumer Price Index creates a new price of $900 in today’s dollars.  2 

• PGE was more exposed to the market in the early 2000’s. In 2002 and 2003, 3 

PGE’s net power purchases were 3 times larger than its generation.  4 

Figure 7 

 

Q.  What is your view of PGE’s argument that changes to the PCAM are 5 

necessary due to resource adequacy requirements, the EIM, and potential 6 

new market structures? 7 

A. CUB disagrees. There are several changes that have been incorporated or 8 

proposed for markets and resource adequacy, but these should lower PGE’s 9 

NVPC risk, not increase it. PGE has argued that, as the Control Area Operator, it 10 

has to procure resources to ensure reliability for direct access customers. Resource 11 

adequacy requirements are changing this dynamic, which reduces PGE’s costs 12 

and risks. The EIM and other market reforms are designed to create more 13 
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efficiency and lower NVPC. These are reforms that are reducing the market risk 1 

that PGE is exposed to.  2 

Q. What is your view of the new principles PGE proposes to be used to evaluate 3 

PCAMs? 4 

A. They should be rejected. As our overview of the history of PCAMs has 5 

demonstrated, the Commission has reiterated the principles in multiple cases over 6 

many years. They are sound and have served Oregon well.  7 

 8 

 When viewed critically, it is obvious that PGE’s principles are self-serving.   9 

• PGE takes the principle that a PCAM adjustment should be reserved for 10 

unusual circumstances and seeks to completely change it to allow the 11 

utility to be able to fully recover its prudently incurred costs.35  12 

Remember that this is a retroactive mechanism. Current ratemaking 13 

allows the utility to fully recover its prudently incurred costs on a 14 

forecasted basis. The question here is how to allocate the risk that those 15 

forecasts are incorrect. PGE’s proposal doesn’t fairly allocate risks—it 16 

dumps them onto customers.  17 

• PGE proposes to change the second principle—that the PCAM should 18 

be revenue neutral—to one that says that the PCAM should incorporate 19 

reasonable pricing tools to manage long-term customer price volatility.36 20 

But PGE is changing the PCAM in a way to increase short- and long-21 

term customer price volatility. The dead band and earnings test are the 22 

 
35 See UE 416 - PGE/400/Sims – Outama/28. 
36 See UE 416 - PGE/400/Sims – Outama/29. 
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key elements to protect customers from price volatility and PGE’s 1 

proposal guts these protections. 2 

• PGE proposes to change the third principle—that the PCAM should 3 

operate over the long-run to balance customer and shareholder 4 

interests—to a principle that the mechanism should balance customer 5 

and shareholder interests.37 PGE drops the first part of the principle. But 6 

that first part was important. The PCAM was designed to be triggered 7 

by unusual circumstances. In stating that it was important that it operate 8 

over the long term, the Commission was making clear that parties 9 

should not overreact to short-term events. This PCAM was designed to 10 

operate under a variety of conditions, and we should not overreact to the 11 

current post-COVID unusual market conditions. 12 

• Finally, PGE propose to change the final principle—that the PCAM 13 

should provide an incentive to the utility to manage its costs effectively 14 

to a principle that the PCAM’s design should incentivize efficient 15 

operations and management of costs that are within the utility’s 16 

control.38 A key element to PGE’s change is adding “within the utility’s 17 

control.” Normal business risk is not fully under the utility’s control. 18 

That is why it is a risk. The utility has professionals managing power 19 

costs, buying and selling power in the market, so they have a significant 20 

impact on power cost and poor decision making can have negative 21 

consequences. But many aspects of the market are outside of their 22 

 
37 See UE 416 - PGE/400/Sims – Outama/30. 
38 See UE 416 – PGE/400/Sims – Outama/30. 
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control. The current PCAM recognizes this by setting a limit on the 1 

utility’s exposure to the impact of actual market costs. PGE’s principle 2 

that we should true up costs that are outside of its control calls for 3 

drastically changing ratemaking away from forecasts and shifting more 4 

risk to customers. This begs the question of what is the purpose of a for-5 

profit utility with shareholder equity if all business risk falls on 6 

customers. Again, without risk, the utility’s customers would be better 7 

off with debt-financed investments. At a minimum, such a risk shift 8 

would run directly counter to the Company’s request to increase its ROE 9 

in this case. 10 

C.  PCAM Recommendation. 11 

 Shareholder equity sets the risk tolerance of a utility. As equity and ratebase 12 

increase—and they have tremendously with PGE, and this will continue—the risk 13 

that a utility can absorb grows. Unlike the original PCAM, today, only the earning 14 

test is still based on the level of equity. CUB proposes the following: 15 

Earnings Test: The earning test, based on a range of reasonable earnings (100 16 

basis points + authorized earnings) should not change. It is important to protect 17 

customers and ensures that the Company’s earnings are within a reasonable range.  18 

We should not be changing from forecasted prices when earnings are reasonable. 19 

 20 

Dead band: The Commission stated in a number of proceedings that the dead 21 

band should be based on the amount of equity that a Company has, but as PGE 22 

has dramatically increased its equity over the years, there has been no adjustment 23 

to the dead band.  CUB believes we should return to a deadband based on basis 24 

points ROE. The current deadband has shrunk from 150/75 basis points to 25 

approximately 50/25 basis points. CUB proposes splitting the difference by 26 

setting a dead band of 100/50 basis points.  27 

 28 

Sharing: CUB proposes to retain the current sharing percentages at 90/10.  

 

 



CUB/200 

Jenks/32  

IV. SINGLE-ISSUE RATEMAKING MECHANISMS 

Q. What is the purpose of this section?  1 

A. This section addresses the large number of single-issue ratemaking mechanisms 2 

that currently exist on PGE’s regulated books. This testimony will address the 3 

impact that these mechanisms have on ratemaking, their interplay with the 4 

Commission’s authority and processes, their impact on the risk allocation between 5 

the Company and its customers, and recommendations that reduce the incentive for 6 

single-issue ratemaking and ensure that utility costs that are billed to customers 7 

undergo appropriate scrutiny.  8 

Q. Please summarize your testimony. 9 

A. In this section, I recommend some principles to apply to single issue ratemaking 10 

mechanism and recommend eliminating some of PGE’s current single issue 11 

ratemaking mechanisms. This proposal will help to ensure an equitable risk balance 12 

between customers and shareholders by moving more closely to the traditional 13 

ratemaking model of utilizing the general rate case process.  14 

 15 

The Commission’s core responsibility is to ensure that the rates the utility charges 16 

its ratepayers are just and reasonable. The review of such rates is undertaken on a 17 

holistic basis. In carrying out general rate reviews, the Commission has a long 18 

history of using future test years to allow the utility the opportunity to earn its 19 

authorized rate of return while balancing the interests of customers and 20 

shareholders.  21 
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 CUB supports restoring the principal use of the general rate case format to set rates 1 

on a holistic basis because that process best balances the interests of customers and 2 

shareholders. Given that regulation works within an asymmetric information 3 

framework, namely that the utility knows more information about its business than 4 

does its regulator or customers, utilities already have an advantage with the general 5 

rate case model. This is because the utility is able to time its rate cases to coincide 6 

with an increasing cost environment; and the utility can use regulatory lag to its 7 

benefit when there is a decreasing cost environment. The single-issue ratemaking 8 

model further skews the advantage in favor of utility shareholders, because rates 9 

are increased without looking at the company as a whole to determine if there are 10 

other factors that offset the costs or even warrant a rate decrease. 11 

Q. What is the Commission’s mission and mandate?  12 

A. According to the Commission’s website, its mission is “[t]o ensure Oregon utility 13 

customers have access to safe, reliable, and high quality utility services at just and 14 

reasonable rates.”39 Further, ORS 756.040 delineates the general powers vested in 15 

the Commission. It states, in part, that “[t]he commission shall balance the interests 16 

of the utility investor and the consumer in establishing fair and reasonable rates.”40  17 

In seeking the balance the interests of the utility customer and investor, the 18 

Commission’s focus is on reasonable overall rates, not cost recovery of individual 19 

 
39 Oregon Public Utility Commission, About Us, available at 

https://www.oregon.gov/puc/aboutus/Pages/default.aspx 
40 ORS 756.040(1). 
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rate elements.41 Examining costs is essential, but at the end of the day, the focus is 1 

on whether the rates charged are just and reasonable and whether the rates charged 2 

allow the utility a reasonable return for its shareholders. 3 

Q. What is the origin of “just and reasonable rates”? 4 

A. The “just and reasonable” standard was articulated in a landmark U.S. Supreme 5 

Court case entitled Federal Power Commission v. Hope Natural Gas Co.42 As 6 

described by the Court, this standard generally requires that the Commission 7 

balance the interests of the customer and investor. This means Commission-8 

approved rates must not overcharge the customer to the extent that the rates qualify 9 

as an unreasonable exaction; but the rates must also provide the utility with 10 

sufficient revenue for both operating expenses and to cover the capital costs of the 11 

business so as not to be considered a taking of shareholder property.43 The 12 

Commission has acknowledged this balance: 13 

The Commission sets rates within a reasonable range that protects the 14 

competing interests of the utility and its customers. To protect customers, 15 

the rates must be set at a level sufficiently low to avoid unjust and 16 

unreasonable exactions. To protect the utility investor, the rates must 17 

provide sufficient revenue not only for operating expenses, but also for the 18 

capital costs of the business.44  19 

 

Q. How does the Commission establish just and reasonable rates? 20 

 

A. According to the Commission in Order No. 08-487: 21 

 
41 Duquesne Light Co. v. Barasch, 488 U.S. 299, 313-315 (1989) (“The economic judgments required in 

rate proceedings are often hopelessly complex, and do not admit of a single correct result. The 

Constitution is not designed to arbitrate these economic niceties. Errors to the detriment of one party may 

well be canceled out by countervailing errors or allowances in another part of the rate proceeding. The 

Constitution protects the utility from the net effect of the rate order on its property. Inconsistencies in one 

aspect of the methodology have no constitutional effect on the utility's property if they are compensated 

by countervailing factors in some other aspect.”). 
42 Federal Power Comm’n v. Hope Natural Gas Co., 320 U.S. 591, 603 (1944) (hereinafter Hope). 
43 Id.  
44 OPUC Order No. 08-487 at 5. 
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The Commission sets rates under a comprehensive and flexible regulatory 1 

scheme.  The legislature has expressed no specific process or method the 2 

Commission must use to determine the level of just and reasonable rates, 3 

and the Commission has great freedom to determine which of the many 4 

possible methods it will use.45 5 

 

Establishing just and reasonable rates is the core responsibility of the Commission, 6 

and there is no set process that it must use to accomplish this. The legislature has 7 

provided the Commission with “the broadest authority—commensurate with that of 8 

the legislature itself—for the exercise of [this] regulatory function.”46 Therefore, the 9 

Commission has tremendous authority—and discretion—to set just and reasonable 10 

rates and is bound by no specific method, nor is any single element dispositive. 11 

 12 

 In a general rate case, the Commission has an established formula for how it sets 13 

the revenue requirement used to determine the rates charged to customers:47 14 

REVENUE REQUIREMENT – Revenues determined to be necessary to allow 15 

the company to recover reasonable expenses and the opportunity to earn a 16 

reasonable rate of return on its prudent rate base. 17 

  18 

REVENUE REQUIREMENT FORMULA    R = E + (v - d) r 19 

   R – Total revenue required 20 

   E – Operating expenses 21 

   v – Original cost of utility assets (value of rate base) 22 

   d – Accumulated depreciation of utility assets (plant depreciation) 23 

   r  – Rate of return 

 

The Commission uses this formula to identify the revenue needed to compensate 24 

the utility for its operating costs and for a return on its rate base. Importantly, if 25 

 
45 Id. 
46 Id. at 4. 
47 OPUC, Guide For Filing a Water Utility Rate Case, page 2, available at 

https://www.oregon.gov/puc/forms/Forms%20and%20Reports/Application-for-Utility-Rate-Increase-

Decrease.docx.  This same formula is used for electric and natural gas rate case proceedings. 
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the utility is fully recovering its revenue requirement, it is being fairly 1 

compensated for its operating costs and a return on its rate base.   2 

 3 

But this formula is not limited to new costs. It does start with existing costs and 4 

layer on new costs.  It is not: 5 

R = old R + new E + (new V- new d)r  6 

The formula looks at the total costs to the utility and sets a revenue requirement 7 

adequate to recover those costs while allowing the utility a reasonable return on 8 

its capital investment. This formula should produce just and reasonable rates.48 9 

 10 

Unfortunately, there has been an increase in the amount of costs that are placed in 11 

rates through tracking mechanisms and other single-issue ratemaking mechanisms 12 

rather than through general rate cases. CUB is concerned that the regulatory 13 

environment has developed an incentive for single-issue ratemaking, and that 14 

single-issue trackers do not undergo the scrutiny necessary to ensure just and 15 

reasonable rates. 16 

Q. Please explain. 17 

A. I am a PGE customer. My monthly bill has 18 different individual line items for 18 

costs/refunds that are not part of the basic charge, and the normal energy, 19 

distribution, and transmission charges that come out of a general rate case. They are 20 

simply utility costs that PGE has been allowed to put into single-issue trackers. 21 

 
48 The Commission also looks at affordability when establishing rates and has stated that due to large 

increases that cause rate shock it can set revenue requirement at the lowest level that is reasonable or 

adjust the timing of rate recovery.  
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 Let’s look at Schedule 110, the Energy Efficiency Customer Service Tariff.  The 1 

purpose of the tariff is: 2 

To fund Company activities associated with enabling Customers to 3 

achieve energy efficiency including, but not limited to project 4 

facilitation, technical assistance, education and assistance to 5 

support programs administered by the Energy Trust of Oregon 6 

(ETO).49 7 

This is a tariff with a balancing account. This balancing account was established in 8 

2008 and has continued since that time.50 The cap on expenses is $1.3 million and 9 

the Company routinely projects spending of $1.3 million.51  Essentially Schedule 10 

110 is a balancing account wrapped around $1.3 million of revenue requirement. 11 

Due to limitations on outreach activities during COVID, the balancing account had 12 

a surplus of $1.4 million, but was forecast to spend the full amount under the cap 13 

in 2023.52  14 

Q. Is this an Automatic Adjustment Clause (AAC)? 15 

A. Maybe.  It certainly acts like an AAC.  In docket UE 412, CUB asked PGE to 16 

provide a list of all current AACs and this was not on the list.53  In a bench request 17 

in this docket, the Commission asked for a list of AAC, amortizations, or rate 18 

adjustments addressed outside of this docket that are proposed to change on 19 

January 1, 2024. PGE listed Schedule 110 and identified it as a Deferral + AAC.  20 

However, neither the tariff nor Advice No. 22-33 mention anything about an 21 

 
49 See PGE Tariff Schedules, Schedule 110, https://porlandgeneral.com/about/info/rates-and-regulator/tariff 
50 See Advice filing 22-33, Public Utility Commission of Oregon Staff Report, Public Meeting Date: 

December 13, 2022.  
51 See PGE Tariff Schedules, Schedule 110. 
52 See PGE Advice Filing 22-33. 
53 See UE 412, CUB Exhibit 200. 
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underlying AAC or a deferral. What is clear is that this is a single-issue 1 

ratemaking mechanism with an underlying balancing account that uses retroactive 2 

adjustments to charge customers the costs associated with a very limited set of 3 

energy efficiency (EE) promotions. It acts similar to an AAC, but whether it was 4 

ever approved as an AAC is not clear.   5 

Q.  What is the background on this tariff? 6 

A.   I remember the development of this tariff. In 2007, a coalition of organizations, 7 

including CUB and PGE, helped develop SB 838, the RPS. The original bill did 8 

not include anything related to EE. During the session, PGE proposed using the 9 

bill to expand EE for residential and small commercial customers. PGE said that 10 

there was some cost-effective EE, particularly on the residential side, that was not 11 

being achieved through the 3% public purposes fund and that this bill would be a 12 

good opportunity to authorize some additional funding. CUB supported this idea 13 

and supported the bill with this addition. 14 

 15 

After the session, it became clear that CUB, Commission Staff, and PGE had very 16 

different views on how to implement this additional EE acquisition. PGE felt very 17 

strongly that the purpose of this bill was to allow them to get back in the EE 18 

business and provide the additional EE, which was beyond what the Energy Trust 19 

of Oregon (ETO) was achieving within the 3% public purpose charge. CUB and 20 

Staff thought that the ETO should provide the additional EE programs. This led to 21 

a set of negotiations where PGE proposed various EE programs that it wanted to 22 

conduct, such as developing an EE curriculum for public schools. CUB was 23 
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concerned that it would be impossible to understand whether such a program was 1 

cost effective and was concerned that PGE was not an expert in school 2 

curriculum. In the end, we agreed that PGE and PAC would be allowed to fund 3 

some limited staff time to promote EE and funnel interested customers to the 4 

ETO. From CUB’s perspective, allowing Schedule 110 was the “tax” we had to 5 

pay to the utility to get agreement that would allow the bulk of the SB 838 EE 6 

programs to be administered through the ETO. 7 

Q. Has this tariff been reviewed by the Commission? 8 

A. Yes and no. PGE makes an annual presentation to the Commission titled SB 838 9 

Marketing and Outreach Efforts, alongside the June ETO presentation, so the 10 

content of what PGE is doing is reviewed. However, in these presentations, the 11 

underlying tariff itself, is not generally discussed. The tariff does show up at 12 

Commission meetings as part of the consent agenda in filings such as Advice No. 13 

22-33, when the billing rate had to be changed due to the COVID overcollection 14 

and Advice No. 19-19, where it was part of a series of tariff changes labeled 15 

housekeeping. While the tariff has been before the Commission in various 16 

settings, it may not been substantively reviewed. 17 

Q. Why is the tariff funded through a separate balancing account and not 18 

through base rates? 19 

A. In 2008, the tariff was necessary to establish ETO as the entity that acquires 20 

additional EE beyond the public purpose charge. PGE wanted to do its own EE 21 

activities and the cap on this tariff limited those activities and ensured that the 22 

ETO was the entity that conducts EE programs. But today, 15 years later, there 23 
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does not seem to be a reason. While SB 838 had provisions concerning cost 1 

recovery for renewable resources and associated transmission, the EE part of SB 2 

838 was not included. There is no barrier to placing this in base rates. It seems 3 

that as a predictable on-going $1.3 million cost it would easily fit into base rates.  4 

It is not clear whether anytime in the last 13 years PGE has had to justify this 5 

tracker and defend why it exists.   6 

 7 

And that is one of the big problems with trackers. They exist in perpetuity without 8 

the utility ever having to justify their continued existence. The fact that earlier this 9 

year in UE 412 PGE “based on a review of its tariffs” did not identify this as an 10 

AAC, and in this docket is identifying it as an AAC, suggests that there is not a 11 

comprehensive list of all AACs, deferrals and other single-issue trackers. Further, 12 

while ORS 757.210(1)(b) provides that AACs should be subject to Commission 13 

review at least once every two years, this rarely occurs in practice. The number of 14 

single-issue trackers, coupled with the infrequency in which they are revisited, 15 

makes the role of the Commission and stakeholders to establish just and 16 

reasonable rates more difficult. 17 

Q. What are the problems with trackers? 18 

A. There are several problems with trackers: 19 

• First, we need to understand the totality of the trackers that are out there. When 20 

CUB asked for a list in the wildfire docket, PGE had to conduct a review of its 21 

tariffs, suggesting that it is not tracking this.  The Commission asked for this 22 

information in a bench request in this docket.  When the consumer advocate, 23 
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the utility and the regulator don’t know the full extent of single issue trackers, 1 

there is a problem. 2 

• Second, there needs to be a process to ensure that trackers are scrutinized.  3 

Assuming that they will be reviewed regularly is not enough, nor is having 4 

them on the consent agenda. There needs to be a process to ensure that they 5 

continue to be justified. 6 

• Third, the biggest problem is that, for utilities, trackers are more favorable than 7 

forecasted costs being recovered with forecasted loads creating an incentive for 8 

single-issue ratemaking. Rather than forecasting a cost, a tracker allows the 9 

actual cost to be placed in rates. Rather than basing prices on forecasted loads, 10 

trackers allow prices to be adjusted until the actual cost is recovered on a dollar-11 

for-dollar basis. This eliminates much of the ratemaking risk for utilities and 12 

effectively shifts it onto customers. 13 

• Unless there is an earning test associated with a tracker, utilities are allowed to 14 

raise rates to recover the tracker, even when rates are sufficient to recover the 15 

cost without a rate change. This will lead to higher rates than would exist from 16 

general rate cases, where we forecast recovery of prudently incurred costs and a 17 

reasonable return and use that forecast to set prices.   18 

Q. What are CUB’s recommendations for treatment of trackers? 19 

A. CUB as several recommendations: 20 

• Utilities should file an annual report that lists every AAC, deferral, and tracker 21 

that exists within its system, the purpose of the tracker, the costs associated 22 
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with that tracker. As an initial step, CUB recommends that PGE be subject to 1 

this requirement.  2 

• All trackers should have sunset dates of not more than 3 years from their 3 

inception.  Once the sunset date is reached, the Company must justify 4 

continuing the tracker in the next general rate case in opening testimony. In 5 

this review, the utility must bear the burden of proof, including demonstrating 6 

why this particular cost should be handled through a tracker rather than base 7 

rates.  8 

• There should be a presumption of an earning test on each tracker unless the 9 

utility can meet its burden to prove that there should not be. The earnings test 10 

should include an earnings band that defines reasonable earnings and rate 11 

changes should only be applied when earnings deviate from that reasonable 12 

range.  13 

• Schedule 110 should be eliminated.  Any negative amount left in the 14 

balancing account should be refunded to customers and the tariff should be 15 

eliminated. If PGE believes these costs are prudent and recoverable, it can 16 

make the case to place them in base rates. 17 

• Schedule 112 is the Customer Engagement Transformation Adjustment. This 18 

supplemental schedule recovers 2014 – 2015 deferred costs and 2017 and 19 

2018 O&M costs associated with PGE’s Customer Engagement 20 

Transformation (CET) project. CUB has confirmed that this supplement 21 

schedule was removed from customers’ bills on January 31st, 2023, as 22 
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indicated in the tariff.  CUB recommends that the rate schedule be removed 1 

from PGE’s tariff book. 2 

• Schedule 134 is the rate schedule that covers the Gresham Retroactive 3 

Privilege Tax Payment Adjustment. CUB recommends that the rate schedule 4 

be terminated.  The Company agrees with CUB’s recommendation.54 5 

• Schedule 138 is the rate schedule that covers the revenue requirement 6 

associated with battery storage projects procured subject to UM 1856.55 CUB 7 

recommends that the Company justify keeping this rate schedule in its next 8 

general rate case and why specific projects cannot be moved into base rates.   9 

• Schedule 145 is the rate schedule that covers expenses related to 10 

decommissioning of the Boardman Power Plant. The Company has indicated 11 

that decommissioning of Boardman be complete by the end of 2023.56 CUB 12 

recommends that the Company justify keeping this rate schedule in its next 13 

general rate case.  14 

V. TRACKERS FOR RFP IE AND THIRD-PARTY CONSULTANTS  15 

Q. Please summarize your testimony on this subject.  16 

A. CUB recommends that costs associated with the RFP IE and any third-party 17 

consultants be placed into base rates.  18 

Q. What costs are CUB’s recommending placing into base rates?  19 

A. PGE is required to issue an RFP for all major resource acquisitions—those with 20 

durations greater than five years and quantities greater than 100 MW. As a part of 21 

 
54 UE 416 – CUB/203. 
55 UE 416 – CUB/204. 
56 UE 416 – CUB/205– CUB DR 112. 
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this process, an IE is required to be used to assess the procurement process. CUB is 1 

recommending that the cost of IEs for the RFP be placed into base rates. Once costs 2 

associated with the IE are collected in base rates, CUB recommends that PGE no 3 

longer be allowed to defer IE costs once this cost item is being moved into base 4 

rates.  5 

Q. How has PGE conducted cost recovery of the costs of the RFP IEs and 6 

third-party consultants in the past ten years?   7 

A. From 2011 to 2023, PGE has filed five deferrals to handle the costs of IEs.57 The 8 

Company has received approval from the Commission for all deferrals associated 9 

with the RFP IE.  10 

Q. Is PGE’s cost recovery method for RFP IE costs an AAC?  11 

A. No. Instead of using an AAC, PGE files a deferral before each RFP.  12 

Q. What are the advantages of tracking these costs via a deferral for the 13 

Company?    14 

A.  Rather than forecasting a cost, the RPF IE deferrals allows the actual cost to be 15 

placed in rates. Rather than basing prices on forecasted loads, PGE’s IE cost 16 

recovery method allows prices to be adjusted to enable dollar-for-dollar cost 17 

recovery. This method is also favorable to the company because they earn a 18 

regulated profit on deferred revenues prior to amortization.  19 

Q. Why is it time to move these costs into base rates?     20 

A.  For more than a decade, PGE has had to conduct RFPs and to hire IEs. PGE hiring 21 

an IE and consultants to evaluate its RFP is normal, forecastable part of its 22 

 
57 UE 416 – CUB/206. 



CUB/200 

Jenks/45  

business. This cost item is not of the magnitude to justify having the Commission 1 

approve a deferral when it can be normalized into base rates. 2 

Q. What is the magnitude of this cost?  3 

A. For the 2021 RFP, PGE currently has a cost of $410,000.    4 

Q. Is CUB able to include an estimate of this expense?  5 

A. Not currently. CUB issued discovery to estimate a normalized estimate of this cost 6 

to project the cost of the IEs in base rates. To place this cost into base rates, CUB 7 

needed information about cadence of RFPs over the next five years to normalize 8 

the IE expense into base rates. The Company indicated that the information needed 9 

to normalize this cost would occur on July 17, 2023.58 On rebuttal, CUB will 10 

provide a normalized estimate of this cost to include in base rates.   11 

 

V. SEPARATING DEFERRALS AND AUTOMATIC 

ADJUSTMENT CLAUSES (AACs) 

 

Q. What is the purpose of this section of your testimony?  12 

A. My testimony responds to PGE’s proposal detailed in PGE/1400 to 1) limit deferral 13 

applications and reauthorizations to those that are specifically required under ORS 14 

757.259; and 2) have the Commission rule that AACs established under ORS 15 

757.210 be recognized as exceptions to ORS 757.259.59  PGE is asking the 16 

Commission to rule that deferrals and AACs are separate and distinct.  17 

/// 18 

/// 19 

 
58 UE 416 – CUB/206. 
59 UE 416 – PGE/1400/Ferchland – Batzler/1, lines 17-20. 
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Q. Why does PGE believe these changes are warranted? 1 

A. To PGE, these changes are warranted because it believes that the current process by 2 

which Commission Staff requires PGE to file deferral applications when an AAC 3 

has been established is administratively burdensome and unnecessarily 4 

duplicative.60 PGE disagrees with Staff’s interpretation of the deferral (ORS 5 

757.259) and AAC (ORS 757.210) statutes and states that there is no clear legal, 6 

policy, or accounting basis to require that an approved AAC must have an 7 

associated deferral filing.61 According to the Company, deferrals under ORS 8 

757.259 are meant to manage certain instances of unforeseen costs between GRCs, 9 

while AACs filed under ORS 757.210 are meant to allow for the 10 

“contemporaneous collection of costs while the expenses are incurred for the 11 

activity and allows for rate increases or decreases to reflect such expenses without a 12 

prior hearing.”62 PGE further draws a distinction between the two because, 13 

“[u]nlike a deferral where amounts build up and are then later included in rates, an 14 

AAC is meant to collect costs at the same time the costs are incurred.”63 15 

Q. Please summarize your recommendations. 16 

A. At this time, CUB does not believe the Commission should adopt the Company’s 17 

proposed change to its policy requiring that a deferral accompany and underlie an 18 

AAC. While CUB does not disagree that moving away from this practice would be 19 

less administratively burdensome, CUB believes PGE is looking at this issue too 20 

narrowly and is failing to consider the wider range of regulatory applications that 21 

 
60 Id. at lines 8-13. 
61 Id. at 4. 
62 Id. at 4-5 (emphasis in original). 
63 Id. at 5, lines 19-20. 
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deferrals are used for and the actual reasons why deferrals have traditionally 1 

accompanied AACs.   2 

Q. Please explain. 3 

A. CUB will appropriately reserve arguments related to statutory interpretation or 4 

other legal issues for briefing. However, PGE fails to address a number of policy 5 

and ratemaking considerations that undercut its position detailed in testimony.  6 

First, while PGE asserts that deferrals might initially be needed to address 7 

retroactive ratemaking concerns, it states that “once the AAC tariff is in place, costs 8 

or revenues would be collected or refunded contemporaneously and the deferral 9 

would no longer be needed to address retroactive ratemaking.”64 However, PGE 10 

fails to recognize that the deferred accounting statute is the only statutorily 11 

authorized exception to the prohibition against retroactive ratemaking, and is the 12 

only means by which a utility can capture and track costs and revenues and pass 13 

them to customers until a later time.65 Therefore, any AAC that includes a tracker 14 

to potentially true-up any deviations from the initial AAC forecast must include a 15 

deferral that underlies the AAC and tracks actual costs. Several of PGE’s AAC’s, 16 

including the recently-approved Wildfire Mitigation Plan AAC, include a true-up 17 

of actual costs. Since deferrals are the only statutory exception to the prohibition 18 

against retroactive ratemaking, a subsequent AAC true-up would not be possible 19 

without an underlying deferral. While PGE draws a distinction between AACs and 20 

 
64 UE 416 – PGE/100/Ferchland – Batzler/8, lines 11-16. 
65 OPUC Order No. 05-1070 at 1 (“Deferred accounts provide a means to address utility expenses or 

revenues outside of the utility's general rate case proceeding and are a statutorily authorized exception to 

the general prohibition against retroactive ratemaking.”). 
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deferrals insofar as AACs allow for contemporaneous cost recovery,66 it fails to 1 

recognize the impact of AACs that also include a subsequent potential true-up.  Not 2 

only would the utility be unable to true-up any potential cost deviations from the 3 

forecast, the Commission would be precluded from placing an earnings test on 4 

amounts recovered through an AAC, which the Commission has held “does not 5 

interfere with the ability of the parties to recover their costs and instead merely 6 

shows that they have not over-earned.”67 By examining a utility’s holistic earnings 7 

before determining whether a subsequent true-up is warranted, an earnings test can 8 

serve an important regulatory purpose. A subsequent true-up with an earnings test 9 

associated with it can also help ensure utilities retain an important incentive to 10 

operate efficiently.68    11 

 12 

 Second, PGE places outsized importance on the traditional role for the deferred 13 

accounting mechanism—filing them prior to or just as expenses are incurred for 14 

activities that were unknown and/or unexpected at the time of setting rates.69  15 

While technically accurate in addressing one application for deferrals, this overly-16 

narrow view fails to consider the wide range of regulatory applications that 17 

deferred accounting mechanisms are used for. For almost 40 years:  18 

the Commission has used deferred accounting to benefit both ratepayers . . 19 

. and utilities . . . .  The Commission has used deferrals for a variety of 20 

reasons, including to: address costs that are hard to forecast or arise from 21 

extraordinary and unanticipated events; implement legislative mandates or 22 

 
66 UE 416 – PGE/1400/Ferchland – Batzler/1, lines 17-20. 
67 OPUC Order No. 23-173 at 6. 
68 Or. Op. Atty. Gen. OP-6076 (1987) at 11 (“Utilities would have no incentive to operate efficiently 

because their rate of return would be insured by an eventual surcharge against ratepayers. The cost to 

consumers, therefore, would rise. Regulators must allow regulated utilities an opportunity to earn a 

reasonable rate of return. Regulators cannot ensure that utilities will earn a reasonable rate of return.”). 
69 UE 416 – PGE/1400/Ferchland – Batzler/4. 
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unique ratemaking mechanisms; and encourage utility or customer 1 

behavior consistent with regulatory policy.70 2 

 

 Therefore, the narrow application that PGE relies upon is only one reason why 3 

deferred accounting applications are used in Oregon utility regulation. The 4 

Commission uses deferrals associated with AACs to both protect utilities and 5 

customers from unnecessary costs and to encourage efficient operations—a 6 

behavior that is consistent with sound regulatory policy. PGE’s narrow view fails to 7 

consider the benefits to its shareholders, customers, and utility regulation as a 8 

whole that can accrue when deferrals are used to track actual costs to compare to 9 

the forecast used in an AAC. 10 

Q. PGE is asking that the Commission recognize deferrals and AACs as 11 

distinct mechanisms. Aren’t they distinct already? 12 

A. Yes. As PGE notes, the two mechanisms are different and are governed by different 13 

statutes. AACs are tariffs filed under ORS 757.210, while deferrals are filed under 14 

ORS 757.259. Even though they are distinct, a deferral is needed alongside an 15 

AAC to track costs for later potential true-up and to ensure that an earnings test can 16 

be applied.  17 

Q. CUB is also seeking to limit PGE’s total number of single-issue 18 

mechanisms. Why are you advocating here to retain deferrals in certain 19 

circumstances? 20 

A. They serve an important regulatory function and enable the Commission to 21 

consider the impact of single-issue ratemaking mechanisms on holistic cost 22 

recovery. 23 

 
70 OPUC Order No. 05-1070 at 1. 
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Q. PGE argues that the Commission would still be able to review all costs 1 

(both forecasts and actuals) for prudence if a deferral does not accompany 2 

an AAC. Do you agree? 3 

A. No. Deferrals are the only statutory exception to the rule against retroactive 4 

ratemaking, and the Commission would not be able to review actual costs for 5 

prudence if a deferral is not used. Instead, both the utility and customers would be 6 

limited to addressing the costs used in the forecast of the AAC at its outset.      7 

Q. PGE argues that many of its deferrals are unnecessary and can likely be 8 

addressed through other regulatory processes. Do you agree? 9 

A. Yes—it is likely that many of its ongoing deferrals can be either rolled into base 10 

rates or eliminated entirely. This is addressed in CUB’s testimony regarding the 11 

total number of single-issue ratemaking mechanisms on the Company’s system.  12 

However, any AAC that includes a tracker for later potential true-up must include 13 

an underlying deferral in order to comply with the prohibition against retroactive 14 

ratemaking. 15 

Q. What is the prohibition against retroactive ratemaking? 16 

A. In the 1987 Attorney General (AG) Opinion to the Commission that gave rise to the 17 

deferred accounting statute, AG Dave Frohnmayer described retroactive 18 

ratemaking as “the setting of rates which permit a utility to recover past losses or 19 

which require it to refund past excess profits collected under a rate that did not 20 

perfectly match expenses plus rate-of-return with the rate actually established.”71  21 

According to the AG’s Opinion, the: 22 

 
71 Or. Op. Atty. Gen. OP-6076 (1987) at 1 citing State ex rel Util. Consumers Council v. P.S.C., 585 SW2d 

41, 59 (Mo 1979). 
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rule protects ratepayers by ensuring that they know the maximum cost of 1 

service at the time they use the service. The rule also promotes efficiency 2 

by the utilities in two ways. First, the utility is encouraged to keep costs 3 

down because it cannot recoup its excess past or present costs in the 4 

future. Second, if the utility's cost containment measures result in 5 

unexpected profits for the utility, those profits are a bonus to the utility 6 

that cannot be taken from it.72  7 

 8 

In the Opinion, the AG determined that the Commission lacked authority to defer 9 

past expenses for later recovery at the time the Opinion was issued. Shortly 10 

thereafter, the ORS 757.259 deferral statute was passed through the Oregon 11 

legislature. It remains the only exception to the strict prohibition against retroactive 12 

ratemaking. Again, absent a deferral, the Commission, stakeholders, and utilities 13 

have no ability to include actual AAC amounts in rates and must stick to the 14 

amounts examined in the forecast stage. 15 

Q. What is your recommendation? 16 

A. The Commission should decline to adopt PGE’s recommendation and should 17 

continue to include deferrals alongside AACs when they are necessary—i.e. where 18 

there is a later potential true-up. 19 

VI. SCHEDULE 122 (ASSOCIATED ENERGY STORAGE IN RAC) 20 

Q. What is the purpose of this section of your testimony?  21 

A. My testimony addresses and responds to arguments raised in PGE/1300 22 

surrounding the treatment of energy storage resources in its Schedule 122 23 

renewable energy resources automatic adjustment clause (RAC). In its testimony, 24 

PGE requests that the Commission clarify that standalone energy storage that is 25 

used to integrate and firm renewables on a utility’s system qualifies as “associated 26 

 
72 Id. at 2. 
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energy storage.”73 A ruling in PGE’s favor would enable the Company to include 1 

essentially any energy storage resource on its system in its RAC filing, which 2 

would allow for potential cost recovery outside of the setting of holistic rates in a 3 

general rate case. 4 

Q. Please summarize your testimony. 5 

A. CUB disagrees with the Company’s broad interpretation of the word “associated,” 6 

which would allow any energy storage resource used to integrate and firm 7 

renewables to be considered a Renewable Portfolio Standard (RPS) compliant 8 

resource that would be eligible for cost recovery under the RAC. Consistent with 9 

our position on this issue in PGE’s UE 335 general rate case proceeding, CUB 10 

continues to believe that “associated energy storage” should be defined as storage 11 

that is located on-site with an RPS-eligible resource that adds value to the 12 

underlying renewable resource. PGE’s proposal draws no clear distinction between 13 

various storage resources and is likely to lead to poor policy and ratemaking 14 

outcomes.   15 

Q. What is the RAC?  16 

A. The RAC is an AAC that enables utilities to recover the cost of renewable energy 17 

resources used for RPS compliance. SB 838, Oregon’s original RPS, gave the 18 

Commission authority to establish this AAC. The RAC’s contours were established 19 

in Order No. 07-572. The RAC enables the utility to avoid regulatory lag on 20 

qualifying renewable resources. SB 1547 broadened the RAC to include “associated 21 

energy storage,” and PGE added this language to its Schedule 122 RAC in its UE 22 

 
73 UE 416 – PGE/1300/Macfarlane – Pleasant/45. 
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335 general rate case proceeding.  However, the legislative intent and meaning of 1 

“associated” in this context remains a live issue.   2 

 3 

After proposing an inappropriately broad definition of “associated” to include any 4 

storage project used to integrate renewables in dockets UM 1856 and UE 335, this 5 

is the third time PGE has brought the proposal before the Commission. CUB 6 

opposed both prior proposals, and we continue to oppose PGE’s proposal in this 7 

proceeding. 8 

Q. What are the poor policy and ratemaking outcomes you reference? 9 

A. Approving PGE’s interpretation of “associated energy storage” to include 10 

“standalone storage that is used to integrate and firm renewable on a utility’s 11 

system”74 would enable the Company to include conceivably any energy storage 12 

resource on its system in the RAC. The RAC is a single-issue ratemaking 13 

mechanism that enables the Company to avoid regulatory lag and allows it to 14 

update its rates without any holistic consideration of its system-wide earnings.  15 

Mechanisms like the RAC shift both cost and risk away from PGE’s shareholders 16 

onto its customers. As PGE makes movement toward the RPS, the vast majority of 17 

PGE’s renewable generation additions resources will be eligible for inclusion in the 18 

RAC. By inappropriately broadening the definition of “associated energy storage,” 19 

all of the Company’s total new resources will be eligible for cost recovery in a 20 

single-issue ratemaking mechanism that does not contain an earnings test, which 21 

shifts risk and cost away from the Company and onto customers. 22 

 
74 UE 416 – PGE/1300/Macfarlane – Pleasant/45. 
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Q. CUB was involved in the negotiation and ultimate passage of SB 1547, the law 1 

that expanded the provisions allowing for the RAC to include “associated 2 

energy storage.”  Do you believe the intent of the law was to include any 3 

storage project that helps integrate renewables in the RAC? 4 

A.  Any final decision on the legislature’s intent in including “associated energy 5 

storage” will ultimately require a legal determination and appropriate statutory 6 

construction analysis. CUB will appropriately reserve those arguments for legal 7 

briefing. However, from CUB’s direct experience in negotiation SB 1547, the 8 

purpose of the RAC was not to recover the cost of integrating renewables. Port 9 

Westward 2 was developed for the purpose of integrating renewables.75 The 10 

Company’s participation in the Energy Imbalance Market contributes to integrating 11 

renewables. Future demand response programs will likely contribute to integrating 12 

renewables. The RAC should not be expanded to include any of these items.   13 

 14 

Further, in addition to “associated energy storage,” ORS 469A.120(2)(a) allows for 15 

“associated electricity transmission” to be included in the RAC. Under PGE’s 16 

proposed definition for “associated,” arguably any transmission project on the 17 

Company’s system could be eligible for inclusion in the RAC, since all of PGE’s 18 

transmission is going to be used to move renewable electricity through PGE’s 19 

balancing authority. This was clearly not the legislature’s intent in including 20 

“associated” transmission and storage in Oregon’s RPS and RAC. 21 

 
75 https://www.portlandgeneral.com/our-company/news-room/news-releases/2015/01-02-2015-new-

pgeplant-will-help-balance-renewables-and-meet-peak-demand 
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 A more reasonable definition, CUB would submit, is for energy storage projects 1 

that are physically on-site with RPS-eligible renewable resources that add to the 2 

underlying renewable resource’s capacity factor or otherwise add value to the 3 

project.  4 

Q. Does this conclude your testimony? 5 

A. Yes. 6 
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May 30, 2023 
 
To: William Gehrke 
 Citizens Utility Board 
  
From: Jaki Ferchland 
 Manager, Revenue Requirement 

 
Portland General Electric Company 

UE 416 
PGE Response to CUB Data Request 114 

Dated May 15, 2023 
 
Request: 
 
Refer to Schedule 134, what criteria needs to be met before the Company seeks the cancellation 
of Schedule 134? 

a. Does the Company expect to incur any additional revenue from this rate 
schedule? Please provide a narrative explanation. 

 
Response: 
 
Schedule 134 can be Terminated now, there are no remaining amounts to be amortized through 
this schedule. The price is current set to zero. 
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May 30, 2023 
 
To: William Gehrke 
 Citizens Utility Board 
  
From: Jaki Ferchland 
 Manager, Revenue Requirement 

 
Portland General Electric Company 

UE 416 
PGE Response to CUB Data Request 113 

Dated May 15, 2023 
 
Request: 
 
Refer to Schedule 138, what criteria needs to be met before the Company seeks the cancelation 
of the HB 2193 Energy Storage Cost Recovery Mechanism, and allow costs associated HB 2193 
storage pilots to be tracked in base rates? When does the Company expect to cancel Schedule 
138? 
 
Response: 
 
The HB 2193 Energy Storage Cost Recovery Mechanism resulted in multiple projects approved 
through Docket No. UM 1856. PGE pursued a RAC filing for the first of these projects through 
Docket No. UE 370/372, and all participating parties agreed that PGE could recover all UM 1856 
storage projects through the automatic adjustment clause mechanism. Once these projects have 
been completed and/or are no longer pilot projects and the residential pilot is complete, PGE will 
review the continuing need for Schedule 138. 
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May 30, 2023 
 
To: William Gehrke 
 Citizens Utility Board 
  
From: Jaki Ferchland 
 Manager, Revenue Requirement 

 
Portland General Electric Company 

UE 416 
PGE Response to CUB Data Request 112 

Dated May 15, 2023 
 
Request: 
 
Refer to Schedule 145, what criteria needs to be met before the Company seeks the cancelation 
of Schedule 145? 

a. Does the Company expect to incur any additional revenue from this rate 
schedule? Please provide a narrative explanation. 

 
Response: 
 
PGE is still in the process of completing Boardman decommissioning. We currently anticipate the 
completion of these activities to largely be complete in the later part of 2023. Following this, PGE 
will be able to perform a full reconciliation of amounts collected versus amounts incurred to fully 
decommission the Boardman facility. At this point, the only on-going cost will be for the 
groundwater monitoring requirements and it would be likely that PGE could then terminate this 
schedule. 
 

a. No. based on PGE’s current knowledge, amounts collected are sufficient to cover the full 
decommissioning related costs.  
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May 30, 2023 
 
To: William Gehrke 
 Citizens Utility Board 
  
From: Jaki Ferchland 
 Manager, Revenue Requirement 

 
Portland General Electric Company 

UE 416 
PGE Response to CUB Data Request 107 

Dated May 15, 2023 
 
Request: 
 
Refer to UM 2281, Application for Deferred Accounting of Certain Expenses Associated with 
an Independent Evaluator and Third-Party Consultants for a Request for Proposal, 

a. Please provide the Company’s projection for IE and Third-Party expert costs that would 
be recorded to FERC account 923 for PGE’s next RFP by year, in the absence of a 
deferred accounting order. Please provide the workbooks used to calculate projection. 

b. What are the Company’s current expectations for the cadence of RFP between 2024 
and 2030? Please detail which years the Company expects to have an RFP between 
2024 and 2030. 

 
Response: 
 

a. The amounts incurred for 2023 will depend on the amount of work the IE and third-party 
consultants are required to perform within the 2023 RFP, which is not currently known at 
this time and can vary within each RFP. For reference, the current balance PGE has 
deferred associated with IE and third-party consultant costs (net of bidder fees and 
excluding interest) in PGE’s 2021 RFP is approximately $410,000. 

b. PGE objects to this request on the basis that it requests new analysis.  Without waiving its 
objection, PGE responds as follows: PGE will be providing details regarding its projected 
procurement cycle pursuant to Commission Order No. 23-146 on or before July 17, 2023, 
at which point PGE will supplement this response.  
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I. INTRODUCTION 1 

Q. Please state your name, occupation, and business address. 2 

A. My name is William Gehrke. I am a Senior Economist employed by Oregon 3 

Citizens’ Utility Board (CUB). My business address is 610 SW Broadway, Ste. 400 4 

Portland, Oregon 97205.  5 

Q. Please describe your educational background and work experience.  6 

A. My witness qualification statement is found in exhibit CUB/101. 7 

Q. What is the purpose of your testimony?  8 

A.  My testimony responds to issues and arguments raised by Portland General Electric 9 

(PGE or the Company) in this proceeding on a variety of issues listed below. 10 

Q. How is your testimony organized? 11 

A.  My testimony is organized as follows: 12 

II. Biglow Blade Liberation 13 

III. Carty Air Intake Fire 14 

IV. Amazon Pay 15 

V. Employee Discount 16 

VI. Rate Design – Residential Rate Design 17 

VII. Rate Design – Residential  18 

VIII. Rate Design – TOU Rates  19 

IX. Rate Design – TOD Rates 20 

X. Rate Spread – Schedule 118 and Schedule 115 21 

 22 

II. BIGLOW BLADE LIBERATION 

Q. Please summarize your testimony on this subject.  23 

A.  CUB recommends a disallowance of (Start Highly Confidential) 24 

25 
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(End Highly Confidential) at the Company’s Biglow Wind Farm 1 

(Biglow).  2 

Q.  Please provide some background information on Biglow. 3 

A.  Biglow is a 450 MW wind farm located in Sherman County, Oregon. The facility 4 

is owned by PGE. The project was completed in 2010 and was built in three phases.  5 

Q. What was the incident at Biglow?    6 

A. At 2:11 AM on February 1st, 2022, Biglow’s Turbine 71 experienced a blade 7 

liberation event where one of its blades became detached and was thrown from the 8 

tower and landed in a field 100 yards away.1 In response to the blade liberation, the 9 

Company completely shut down operations at Biglow Phase 1 to access the facility.  10 

Q. Please briefly describe who is responsible for maintenance and service at 11 

Biglow.  12 

A.  Biglow’s maintaince and service has been conducted (Start Highly Confidential) 13 

14 

15 

16 

17 

(End Highly Confidential)2 18 

Q. What was the cause of the blade liberation at Biglow’s Turbine 71?   19 

A.  The direct cause (Start Highly Confidential)20 

21 

22 

 
1 UE 416 – CUB/301. 
2 UE 416 – CUB/103/Gehrke/10. 
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1 

(End Highly Confidential)3 PGE’s own internal analysis 2 

indicates that this incident was the result of (Start Highly Confidential) 3 

(End Highly Confidential) 4 

 5 

 (Start Highly Confidential)6 

7 

8 

9 

10 

(End Highly Confidential) 11 

 12 

As part of the Company’s investigation process, PGE (Start Highly Confidential) 13 

14 

15 

(End Highly Confidential)4 (Start Highly Confidential) 16 

17 

18 

19 

20 

21 

 
3 UE 416 – CUB/103/Gehrke/16.  
4 UE 416 – CUB/103/Gehrke/10. 
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1 

(End Highly Confidential)5. 2 

Q. What are the types of costs that the Company incurred from the Biglow 3 

blade liberation incident?     4 

A.  Portland General Electric has incurred (Start Highly Confidential)5 

6 

7 

(End Highly Confidential)  8 

Q. What is PGE’s proposal around these costs?    9 

A. (Start Highly Confidential) 10 

11 

12 

13 

(End Highly Confidential)6 This is the amount CUB 14 

seeks a disallowance for in this proceeding. 15 

Q. What has customers’ role been regarding Biglow?      16 

A.  Customers are currently paying in rates the annual costs associated with Biglow. 17 

For more than 15 years, customers have been fully funding the operation and 18 

maintenance costs and the capital costs associated with Biglow with an 19 

understanding that the facility would be adequately maintained to provide benefits 20 

to customers.  21 

 22 

 
5 UE 416 – CUB/103/Gehrke/13. 
6 UE 416 – CUB/302.  
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 Biglow was not procured under a purchased power agreement, but, rather, is owned 1 

by PGE. PGE’s investors have financed the capital costs associated with Biglow. 2 

Through base rates, retail customers have been paying off the balance associated 3 

with Biglow over the life of the project. In exchange for providing the capital 4 

needed to build Biglow and managing Biglow, PGE is allowed the opportunity to 5 

earn a profit on investments made in Biglow through customer rates. PGE’s 6 

shareholders have and will continue to benefit from the profit Biglow provides. 7 

Q. Given customers’ role in Biglow, should customers pay for these costs?    8 

A.  No. Customers have paid rates that include forecasted costs associated with 9 

maintenance over the life of Biglow through base rates. While (Start Highly 10 

Confidential) (End 11 

Highly Confidential) customers should not be expected to be responsible for 12 

(Start Highly Confidential) (End 13 

Highly Confidential). That responsibility lies with the Company, and PGE has a 14 

responsibility to ensure the continued operation of ratepayer-funded resources like 15 

Biglow. It is inappropriate to place this cost on customers. The utility is meant to be 16 

manager of the system. The Company (Start Highly Confidential) 17 

(End Highly Confidential) does not absolve it 18 

of its responsibility to manage its system.   19 

Q. What dollar amount of capital investment is CUB recommending taking out 20 

of this case?   21 

A.  CUB is recommending a disallowance of (Start Highly Confidential)22 

(End Highly Confidential). 23 
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III.  CARTY AIR INTAKE FIRE 1 

Q. Please summarize your testimony on this subject.  2 

A.  CUB recommends a disallowance associated with capital investments made to 3 

repair the power plants at Carty after an incident at the facility. Customers should 4 

be held harmless for this event that led to increased costs and was beyond their 5 

control. 6 

Q. What is Carty?    7 

A. Carty is a combined-cycle combustion natural gas power plant. Carty is in Morrow 8 

County, Oregon. Carty is owned and operated by PGE and is the Company’s 9 

newest natural gas power plant.  10 

Q. What happened prior to the disputed incident at Carty?  11 

A.  (Start Highly Confidential) 12 

13 

(End Highly 14 

Confidential)7 15 

Q. What is the function of the air intake?     16 

A. Air is a major input to natural gas electricity generator. The air intake structure is 17 

designed to filter ambient air that is drawn into the natural gas turbine.   18 

Q. How is Carty’s air intake structured?   19 

A.  Refer to CUB Exhibit 303, which (Start Highly Confidential) 20 

21 

22 

 
7 UE 416 – CUB/105/Gehrke. 
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1 

2 

3 

4 

5 

6 

7 

8
8 

9 

(End Highly 10 

Confidential)9 11 

Q. What maintenance task occurred on (Start Highly Confidential) 12 

(End Highly Confidential)?     13 

A.  (Start Highly Confidential) 10 14 

15 

16 

17 

(End Highly 18 

Confidential)  19 

Q. What happened to the (Start Highly Confidential) 20 

(End Highly Confidential)?     21 

 
8 UE 416 – CUB/105/Gehrke/5. 
9 UE 416 – CUB/304. 
10 UE 416 – CUB/105/Gehrke/5. 
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A.  (Start Highly Confidential) 1 

2 

3 

4 

5 

6 

7 

8 

(End Highly Confidential) 9 

Q. What was the root cause of the incident?    10 

A. According to PGE documents, the root cause of this incident (Start Highly 11 

Confidential)12 

13 

(End Highly Confidential) 14 

Q. Why is CUB recommending the disallowance of costs associated with this 15 

incident?   16 

A. The repair costs associated with this incident would not have occurred if PGE had 17 

acted differently. 18 

 19 

 The core of CUB’s argument is (Start Highly Confidential)20 

21 

22 

23 
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1 

2 

3 

4 

(End Highly Confidential) CUB recommends a disallowance of costs associated 5 

with repairs related to this incident.  6 

Q. What is the amount in rates that CUB is seeking a disallowance of?     7 

A. CUB is recommending (Start Confidential) (End Confidential) in 8 

net plant associated with this incidental be disallowed.11   9 

IV. AMAZON PAY 10 

Q. Please summarize your testimony on this subject.  11 

A.  CUB recommends that PGE no longer offer Amazon Pay as a payment option to 12 

residential customers.  13 

Q. What payment options does PGE provide to customers?   14 

A.  The Company offers the following payment options:  15 

1. Automated Clearing House Payments 16 

2. Physical Check 17 

3. Bank Card (Debit or Credit Card) 18 

4. Paypal 19 

5. Amazon Pay 20 

Q. Are there costs associated with these bill payment options?  21 

 
11 UE 416 – CUB/305. 
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A.  Yes. There are incremental payment processing costs with each of these payment 1 

options. The cost varies from (Start Confidential) (End 2 

Confidential) for ACH to (Start Confidential) (End Confidential) 3 

for Amazon Pay. Amazon Pay (Start Confidential)4 

(End Confidential) 12 Other payment options 5 

(Start Confidential)6 

7 

(End Confidential) The cost of bill payment 8 

options is forecasted in each general rate case and are socialized to all customers 9 

classes.  10 

Q. What is the Amazon Pay option?  11 

A.  The Amazon pay option is a digital wallet option. Unlike other payment options, 12 

digital wallets allow customers to pay for their utility bill without having to input 13 

payment information. Instead, the customers log into their Amazon account, and 14 

Amazon uses payment information stored on the Amazon account to draw funds to 15 

pay the utility bill.     16 

Q. What is CUB’s concern with Amazon Pay bill payment option?  17 

A. There is no evidence that offering the Amazon Pay payment option is necessary, 18 

especially in light of the relatively high transaction costs residential customers 19 

incur when using this option. While CUB acknowledges that there are advantages 20 

to customers paying their utility bill with a digital wallet payment option, PGE 21 

 
12 UE 416 – CUB/306. 
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allows customers to pay for their bill with digital payment options such as PayPal 1 

or Fee Free Bank Cards. 2 

 3 

 PGE has not justified the (Start Confidential)4 

(End Confidential) compared to other payment options. It is CUB’s position 5 

that (Start Confidential) (End 6 

Confidential) option compared to other payment options that avoid that 7 

inefficiencies and increased costs renders it unnecessary.  8 

Q. Why is CUB recommending that the Company no longer offer Amazon Pay 9 

to residential customers right now?   10 

A.  PGE had fewer than 600 residential customers using Amazon Pay as of December 11 

2022. As this bill payment option grows in enrollment, it will be more difficult to 12 

transition customers away from this bill payment option. It is better for customers 13 

to end this payment option now, (Start Confidential)14 

(End 15 

Confidential) 16 

Q. Has the Company discontinued offering a bill payment option in the past?  17 

A.  Yes. In UE 394, the Company agreed to only allow non-residential customers to 18 

use fee free bank cards on payments up to $1,500.  19 

Q. Is there a revenue requirement impact associated with adjustment?   20 

A. Yes. Given current adaptation levels of the bill payment option, the impact of 21 

adjusting Amazon Payment is de minimis. However, CUB still makes this 22 
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recommendation because the annual cost to all customers associated with the 1 

Amazon Pay option will grow over time.  2 

V. EMPLOYEE DISCOUNT 3 

Q. Please summarize your testimony on this subject.  4 

A. CUB recommends that the Commission reduce the residential service discount in 5 

rates for PGE employees to 5%. PGE currently offers a 25% discount to employees 6 

that is included in the rates PGE’s customers pay. It is inappropriate and 7 

inequitable to provide a higher discount to PGE employees than to low-income 8 

customers.  9 

Q. What is PGE’s employee discount program?  10 

A.  PGE provides a 25% discount on residential service to its employees. In this 11 

proceeding, the Company is requesting to recover the costs of this 25% discount. 12 

Q. What was PGE’s initial request in rates for employee discounts?  13 

A. PGE initially requested to include $1.502 million in rates for employee discounts 14 

for their customers for 2024. During the discovery process, CUB and PGE 15 

discovered that 2019 employee data was used to calculate employee discounts. The 16 

Company has indicated that it plans on using updated employee information for 17 

calendar year 2022 in its next round of testimony.13 Using 2022 information, CUB 18 

estimates that PGE’s initial request proposes to collect $1.642 million from 19 

customers.  20 

Q. What is the low-income discount program?   21 

 
13 UE 416 – CUB/307. 
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A. PGE offers a low-income discount program to eligible customers. There are three 1 

tiers of low-income customers discount levels. The first tier (household income up 2 

to 31% of Oregon State Median Income (SMI)) receives a 25% discount. The 3 

second tier (household income between 31% and 45% of Oregon SMI) receives a 4 

20% discount. The third tier (household income between 46% and 60% of Oregon 5 

SMI) receives a 15% discount. As currently structured, PGE’s employees would 6 

receive the same discount as the first tier of eligible low-income customers. It is 7 

highly unlikely that any of PGE’s employees would be eligible to participate in this 8 

program, yet they receive the same discount, which is paid for by all customers—9 

including low-income customers. 10 

Q. What is the difference between the low-income program discount and 11 

employee discount program?    12 

A.  The Company provides a flat employee discount to PGE employees of 25%. The 13 

average PGE employee is well compensated with an average salary of (Start 14 

Confidential) (End Confidential).14 For decades, low-income 15 

households have not been offered discount programs to mitigate their energy 16 

burden, while employees of the Company have been enjoyed substantial discounts 17 

as a fringe benefit.   18 

Q. Why is CUB proposing to reduce the employee discount percentage 19 

included in customers’ rates?    20 

A.  CUB acknowledges that the PGE employee discount has been a long-standing 21 

discount program. However, it is unreasonable to ask customers to offer a larger 22 

 
14 This average salary number of PGE employees is for positions filled as of 12/31/2022.  



CUB/300 

Gehrke/14  

discount for PGE’s employees of the Company than for low-income households. If 1 

the current policy were allowed to continue, PGE’s employees would receive a 2 

larger discount on electricity service than residential households between 31% to 3 

60% of Oregon SMI.  4 

Q. Has CUB found evidence that the employee discount is a major benefit that 5 

allows PGE to attract employees to work for the Company?     6 

A. No. Not all of PGE’s employees even qualify for the employee discount. Some of 7 

PGE’s employees live outside of their service territory, and despite not qualifying 8 

the discount, these employees have kept employment at PGE.  9 

Q. The Company may argue that this level of discount is needed to attract and 10 

retain labor from other competitors that offer an energy discount. What is 11 

CUB’s response to that statement?    12 

A.  CUB disagrees with that argument. Peer utility Bonneville Power Administration 13 

has been able to attract and retain employees without offering an employee 14 

discount on utility service. If the Commission were to adopt CUB’s proposal, CUB 15 

would propose that peer investor-owned energy utilities in Oregon similarly reduce 16 

the employee discounts they offer. CUB would make this proposal in the 17 

appropriate general rate case venue for PGE’s peer energy utilities.  18 

Q. What is CUB’s proposal?    19 

A. CUB proposes that employees discount be reduced to 5% for PGE’s employees.  20 

Q. What is the impact of this adjustment?   21 
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A. The adjustment provides a 1.314 million reduction to PGE’s revenue request in this 1 

case.15 However, this number is subject to the final price change for residential 2 

service.  3 

VI. RATE DESIGN – RESIDENTIAL BASIC CHARGE  4 

Q. Please summarize your testimony on this subject.  5 

A. CUB supports PGE’s proposal to increase the basic charge as detailed its initial 6 

filing. PGE has proposed to increase the residential customer charge for residential 7 

for single family from $11 to $13, and from $8 to $10 for multifamily.  8 

Q. Why does CUB support PGE’s rate design change for the basic charge?  9 

A. CUB finds PGE’s rate design change to be reasonable. In the last general rate case, 10 

PGE’s total basic charge revenue decreased on the residential class level. While 11 

CUB is concerned by the impact of increasing the customer charge on the bills of 12 

low usage customers, this concern was partially mitigated by differentiating the 13 

basic charges for multi-family and single-family customers. On balance, CUB finds 14 

PGE’s rate design proposal on the basic charge to be reasonable.  15 

Q. Does CUB’s support in this proceeding for the basic charge signal support 16 

for increasing the customer charge in future general rate cases for energy 17 

utilities?  18 

A. No. CUB’s position is specific to the circumstances of Portland General Electric’s 19 

2023 general rate case and is the result of our review of the revenue collected from 20 

the various residential basic charges.  21 

VII. RATE DESIGN – SCHEDULE 7 INVERTED BLOCK RATES  22 

 
15 This calculation is based on 2022 employee kWh and accounts.  
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Q. Please summarize your testimony on this subject.  1 

A. CUB supports eliminating inverted block rates for residential customers.  2 

Q. What are inverted block or tier rates?   3 

A.  Inverted tier rates are a pricing structure where the pricing for electricity increases 4 

the more a customer consumes. Schedule 7’s energy charge has been structured as 5 

an inverted tier rate. Historically, monthly energy usage for residential customers 6 

under 1000 kWh has been priced at a lesser amount than energy usage above 1000 7 

kWh.  8 

Q. Has PGE’s Schedule 7 been gradually transitioning to flat energy rates?  9 

A.   Yes. The rate schedule has been gradually transitioning to flat energy rates over the 10 

past few rate cases. In UE 335, inverted block rates were removed from the BPA 11 

residential exchange energy credits. In UE 394, the incremental cost between rate 12 

tiers has been reduced from $0.0072 to $0.0036.  13 

Q. Why is CUB open to moving away from inverted tier rates?  14 

A.    In CUB’s experience, residential customers have low awareness of inverted tier 15 

rates. Therefore, CUB finds the impact of the pricing signal to be diminished given 16 

customer awareness of inverted block rates. In opening testimony, PGE presented 17 

convincing evidence that low-income customers are more likely than non-low-18 

income customers to exceed the 1,000 kWh per bill cap during heating months. 19 

Q. Is CUB’s recommendation final? 20 

A.   No. CUB finds PGE’s recommendation to flatten Schedule 7 rates to be reasonable 21 

at this time given the evidence analyzed presented by the Company. However, 22 
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CUB will review other parties’ positions and is open to alternative methods to 1 

approaching this issue.  2 

VIII. RATE DESIGN – TIME-OF-DAY RATES  3 

Q. Please summarize your testimony on this subject.  4 

A. PGE has proposed to extend the on-peak window for Time-of-Day (TOD) rates an 5 

additional hour from 5-9PM to 4-9PM. CUB opposes the Company’s proposal.   6 

Q. What is the TOD pricing option for residential customers?   7 

A. The TOD pricing option is a voluntary tariff pricing option for residential 8 

customers where pricing for electricity varies by the time of electricity use. Under 9 

the current tariff, on-peak pricing periods occur from 5 PM - 9 PM on weekdays, 10 

mid-peak pricing occurs from 7 AM - 5 PM on weekdays, and off-peak pricing 11 

occurs from 9PM - 7AM on weekdays and on the weekend/holidays. TOD 12 

customers pay a higher unit price to consume electricity during peak periods when 13 

electricity was most costly to supply and a lower unit price during off-peak periods. 14 

The goal of this pricing program is to incentivize residential customers to not use 15 

electricity during expensive hours to manage system costs.  16 

Q. What was PGE’s proposal around TOD rates?   17 

A. Portland General Electric has proposed to extend the on-peak period for TOD rates 18 

from 5-9PM to 4-9PM.  19 

Q. Why did PGE make this proposal?  20 

A. PGE made this proposal to mitigate the increase from present rates to proposed 21 

rates for the on-peak period for TOD customers. The Company has also indicated 22 
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that 4PM to 5PM hour (hour ending 17) has the fourth highest marginal power 1 

costs and is in the top 25 percent of resource constrained hours for PGE’s system.16 2 

Q. What is CUB’s response to PGE’s concern?   3 

A. The impact of any revenue requirement reductions that accrue throughout or at the 4 

conclusion of this proceeding makes it unlikely that PGE will be able to justify its 5 

initial pricing proposal. Any reduction in overall residential rates will moderate the 6 

need for any increase in the on-peak price for residential TOD customers. 7 

 8 

CUB recognizes that there is also a balance between matching the rate schedule to 9 

cost and trying to attract residential customers to participate in these voluntary 10 

programs. CUB prefers a short on-peak window because it is easier for a customer 11 

to manage their load off-peak. This is likely to lead to greater customer enrollment, 12 

which increases the value of the TOD program to PGE’s system. Additionally, 13 

CUB would like to avoid making changes to the TOD structure before a 14 

comprehensive third-party evaluation of the pricing structure has occurred.17 For 15 

this reason, CUB recommends that the TOD rate structure remain unchanged. 16 

Q. What is CUB’s proposal?   17 

A. CUB Exhibit 309 provides a recalculation of TOD rates, using the Company’s 18 

initial proposal as a placeholder. 19 

IX. RATE DESIGN – TOU RATES 20 

Q. Please summarize your testimony on this subject.  21 

 
16 UE 416 – CUB/308. 
17 UE 416 – PGE/1300/Macfarlane – Pleasant/43. 
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A.  In this proceeding, PGE has proposed to phase out offering Legacy Time of Use 1 

(TOU) on December 31, 2024. CUB supports retiring the Legacy TOU rate option. 2 

CUB also proposes alternative ratemaking to handle the ratemaking associated with 3 

TOU no longer being offered as a rate option. 4 

Q. What is the TOU Schedule 7 tariff option?    5 

A.  The TOU rate option is a seasonally differentiated time of use pricing schedule for 6 

residential. The TOU rate option has seasonally differentiated on, mid, and off-peak 7 

pricing periods. This rate schedule has been in place since 2002.  8 

Q. What is the Company’s proposal around TOU?    9 

A.  The Company has proposed to retire the Time of Use option on December 31, 10 

2024.18 When the Company proposed the TOD pricing option in 2021, TOD was 11 

designed to replace the TOU pricing option.  12 

Q. What is CUB’s position on PGE’s proposal to terminate the Legacy TOU 13 

option?  14 

A.  CUB supports the Company’s recommendation. The Legacy TOU program is a 15 

complicated rate option with seasonally differentiated pricing periods, and long on-16 

peak periods. In 2018, Cadmus evaluated several time differentiated pricing 17 

programs for residential customers and found that PGE residential customers under 18 

a long on-peak window were dissatisfied with the pricing structure and found it 19 

difficult to shift load off-peak.19 CUB agrees with the Company that would 20 

simplify marketing the program to residential customers to only have only one-time 21 

differentiated rate option.   22 

 
18 UE 416 – PGE/1300/Macfarlane – Pleasant/42, lines 10-16. 
19 UM 1708 Cadmus Evaluation of PGE’s Residential Pricing Pilot – 2018. 
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Q. What was the Company’s plan to transition TOU customers away from that 1 

rate option?   2 

A.  The Company plans, upon receiving approval for terminating the Legacy TOU, to 3 

notify customers to contact PGE’s customer service team to discuss energy plan 4 

options.20 TOU customers will have the option to either sign up for service under 5 

residential default service or residential TOD pricing. If a residential customer does 6 

not transition away from TOU service by December 31, 2024, then that customer 7 

would be transitioned to default residential service on January 1, 2025. CUB finds 8 

the plan to be reasonable. Is it important that residential customers be notified of 9 

this transition and given the opportunity to make an informed decision. 10 

Q. Is it necessary to keep TOU rates on the tariff book to enable 11 

transportation electrification-specific rates?  12 

A.  No. It is not a requirement to have the legacy TOU on the tariff books to have a 13 

transportation electrification specific rate. If the legacy TOU option was suspended 14 

as is proposed, then TOD pricing structure does provide an incentive for residential 15 

customers to charge off-peak.   16 

Q. What is the Company’s proposal around the ratemaking of TOU rates?     17 

A.  The Company has included a charge to residential customers to cover the revenue 18 

shortfall of TOU compared to standard Schedule 7 rates.21 The Company has 19 

included estimated that the cost of this charge to be $382,000. The Company 20 

proposes to place this cost into base rates. 21 

Q. Does CUB have a concern with the ratemaking around TOU rates?    22 

 
20 UE 416 – CUB/310. 
21 UE 416 – PGE/1300/Macfarlane – Pleasant/17, lines 17-18. 
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A. Yes. CUB is concerned that including this amount in base rates and being subject to 1 

regulatory lag is unreasonable because this rate schedule may be terminated at the 2 

end of the test year. CUB recommends that the dollars associated with this charge 3 

be reversed once TOU is transitioned away from being offered.   4 

Q. Why is this reasonable?      5 

A.  For the TOD rates, PGE has been able to track the revenue difference between 6 

standard Schedule 7 and TOD customers through Schedule 105 while the program 7 

increases enrollment and matures. The Company has been allowed to recover 8 

revenue costs associated with a growing TOD outside of traditional ratemaking. It 9 

is symmetrical to provide the same benefit to customers when the TOU rates are 10 

being phased out.  11 

Q. How does CUB propose to credit that value back to customers?     12 

A.  CUB proposes that the value in residential customers-based rates for revenue lost 13 

due to TOU be credited back to residential customers through Schedule 105 on 14 

January 1, 2025 once TOU is terminated, until rates are reset in PGE’s next general 15 

rate case.  16 

X. RATE SPREAD - SCHEDULE 118 AND SCHEDULE 115 17 

Q.   Please summarize your testimony on this topic.  18 

A. CUB recommends that Schedule 118 be modified to remove the $1,000 cap for 19 

large customers.  For both Schedules 118 and 115, CUB recommends that 20 

residential customers per bill rate design be calculated based on average usage.   21 

Q.   What is Schedule 118?   22 
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A. Schedule 118 is an automatic adjustment clause that tracks costs associated with 1 

PGE’s Income-Qualified Bill Discount program (Schedule 18) for recovery by the 2 

Company. The discount program was enabled by House Bill 2475 (2021). PGE’s 3 

shareholders do not fund the low-income discount program. Instead, the program is 4 

funded by other PGE ratepayers.  5 

Q.   How is Schedule 118’s rate structured?    6 

A. From a rate perspective, the cost of the program to non-participating, non-7 

residential is calculated based on a per kWh rate for non-residential customers. 8 

Unlike non-residential customers, residential customers are charged this rate 9 

schedule on per bill basis. In 2023, each residential customer’s monthly Schedule 10 

118 charge is $1.14 per bill.22 Historically, PGE has calculated the per bill for 11 

residential customers by multiplying 1000 kWh by the per kWh rate.  12 

Q.   What is Schedule 115?       13 

A. Schedule 115 is a rate schedule that funds state energy assistance programs. This 14 

tariff implements the low-income bill payment assistance provisions in accordance 15 

with ORS 757.698(1)(a).23 Essentially, this tariff captures the costs associated with 16 

ratepayer-funded state energy assistance programs. The amount that is collected 17 

from ratepayers varies year-to-year. ORS 757.698(a) directs the regulated utilities 18 

to collect $20 million from Oregon customers of Pacific Power and Portland 19 

General Electric.  20 

 21 

 
22 Portland General Electric Company First Revision of Sheet No. 118-1 
23 UE 416 – PGE/1301/Macfarlane-Pleasant/194.  While PGE cites to ORS 757.612(7)(b) as authority for 

this program, CUB believes it exists in ORS 757.698, as amended by HB 2739 (2021). 
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Schedule 115 has a similar rate design to Schedule 118.  Non-residential customers 1 

pay a volumetric per kWh rate for this rate schedule. Residential customers are 2 

billed monthly and are calculated by multiplying the volumetric rate by 1000. The 3 

2023 Schedule 115 rate is $1.04 per month for residential.24  4 

Q.   What is the average usage for PGE’s residential customers?     5 

A. Average usage for residential customers is forecasted to be 795 kWh in 2024.25  6 

Therefore, the Company’s assumed average usage for residential under tariff 7 

Schedule 118 and 115 is 25.7% greater than what is expected for average 8 

residential usage in 2024. For several years, residential customers have historically 9 

been overcharged under Schedule 115 and 118 because residential usage has been 10 

less than 1000 per kWh.  11 

Q.   What is CUB’s proposal?      12 

A. CUB proposes to use the forecasted 2024 test year usage number for calculating the 13 

per-bill rate for residential for Schedule 115 and Schedule 118. For several years, 14 

PGE has used 1000 kWh per month to calculate the per bill rate for residential.  15 

Q.   What is the impact of this adjustment?  16 

A. CUB proposal more accurately captures per bill usage for residential customers. 17 

CUB’s proposal lowers the annual monthly bill charge to residential rate class and 18 

increases the per kWh charge for other classes. CUB proposes that these changes 19 

occur in the next time that PGE’s updates Schedule 115 and Schedule 118 for the 20 

2024 calendar year.  21 

Q.   How is Schedule 118’s rate spread structured?    22 

 
24 Portland General Electric Company Tenth Revision of Sheet No. 115-1 
25 UE 416 – CUB/311. 
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A. Under the current rate spread methodology, a specific customer cannot pay more 1 

than $1,000 per bill for Schedule 118 rates.  2 

Q.   What is the impact of that rate spread?        3 

A.  This rate spread mitigates the price impact of any price increases for Schedule 118. 4 

The current methodology caps the contribution of customers receiving service 5 

under those schedules, regardless of their overall energy consumption. 6 

Q.   Are the current bill discount levels static?       7 

A.  No. The current bill discount levels are interim and may need to be increased to 8 

meet the needs of low-income customers.26 If the discount level to low-income 9 

customers were to increase, the cost shift between industrial and other customer 10 

classes would increase. That is, other customer classes would have higher prices 11 

under Schedule 118 because the contribution of large industrial rate schedules 12 

would be capped at $1,000. 13 

Q.   Has CUB been involved in the low-income discount program development?        14 

A.  Yes. CUB has been involved in this process. CUB participated in workshops prior 15 

to the adoption of the interim low-income discount program and engaged in the 16 

Commission processes addressing these issues. CUB continues to join stakeholder 17 

update meetings hosted by the Company. PGE hosts monthly stakeholder meetings 18 

to update advocates on PGE’s low-income discount program. Other advocates in 19 

the low-income discount update meetings that PGE hosts monthly have been asking 20 

for a deeper level of discount for customers at the 0-20% State Median Income 21 

(SMI) level since last fall. The level of discount provided to low-income 22 

 
26 ADV 1365 – Staff Report for the April 5, 2022 Public Meeting (Item No. RA1) at 9. 
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households are not static and the conversation is ongoing. 1 

 2 

HB 2475 changed the landscape and ability for the Commission to consider various 3 

solutions for low-income customers by enabling the Commission to consider 4 

“differential energy burdens on low-income customers and other economic, social 5 

equity or environmental justice factors that affect affordability” when setting 6 

classifications of service for each utility.27 This authority did not exist previously, 7 

and essentially enables the Commission and utilities to consider income within the 8 

context of rate design and setting. The Commission and utilities now have the 9 

statutory authority to protect these customers and help mitigate their energy burden.  10 

 11 

Through other peer Oregon energy utilities Low Income Need Assessments 12 

(LINA), it is clear that many low-income customers are paying more than the 6% 13 

income that is typically tied to a household being energy burdened. Peer energy 14 

utilities NW Natural, Avista, and Cascade Natural Gas all completed LINA’s 15 

within their Oregon service territories. Avista and Cascade Natural Gas calculated 16 

energy burden as 3% or above, as many of their customers use both natural gas and 17 

electricity within their homes, meaning the combination of the two would reach the 18 

6% definition of energy burden. NW Natural’s LINA states that homes across NW 19 

Natural’s service territory reporting an income of less than $30,000 are likely to be 20 

energy burdened, or above that 6% of annual income dedicated to utility costs.28 21 

Customers with an income of less than $20,000 had an average energy burden of 22 

 
27 HB 2475 Section 2(1). 
28 NW Natural Low Income Needs Assessment. Applied Energy Group. September 2022.  
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9.2%. Avista’s LINA reported that of 94,000 identified households, 6,400 were 1 

identified as high energy burdened and that these customers paid an average of 2 

$740 in annual natural gas bills. 2,700 of those customers fell into the very high 3 

energy burden category of paying 5% or more for their natural gas bills.29 4 

Customers experiencing low income are particularly impacted by increases in the 5 

cost of energy.  6 

 7 

The low-income discount programs are an important tool to lower energy burden 8 

by directly lowering monthly energy bills for PGE’s most vulnerable customers. 9 

With low-income rate mitigation programs, customers can stay more up to date on 10 

their energy expenditures, be less likely to experience disconnection, and be more 11 

able to comfortably heat and cool their homes. These programs may need to be 12 

expanded to better reach the goal of lowering energy burden for the most 13 

vulnerable communities in PGE’s service territory.  14 

Q.   What is the impact of increased customer enrollment and discount level on 15 

the revenue requirement recovered under Schedule 118?         16 

A.  An increase in enrollment will increase annual costs borne under Schedule 118. An 17 

increase in the discount level for Schedule 118 will increase costs borne under 18 

Schedule 118. As this program matures, the annual cost of this program is projected 19 

to increase. PGE’s discount program has already seen a higher level of enrollment 20 

than originally predicted in PGE’s Year 1 proposal and have increased their 21 

projections for Year 2 enrollment as well. PGE stated in their August 25, 2022, 22 

 
29 Avista Oregon Energy Burden Assessment. Empower Dataworks. June 2022. 
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stakeholder meeting that the Company started with a Year 1 goal of 15% 1 

enrollment of the eligible population, or roughly 23,000 customers. In the May 19, 2 

2022 stakeholder session, PGE estimated that the eligible customer base was 3 

approximately 150,000 customers. The Company stated in their September 22, 4 

2022 meeting they had increased the Year 1 enrollment number to 50,000 5 

customers after seeing higher enrollment results when reaching out to customers 6 

who had received energy assistance in 2020-2021, and when beginning to auto-7 

enroll customers. As the Company stated in their September 22, 2022 meeting, this 8 

increased their prediction to enroll close to 110,000 customers by the end of Year 9 

2. PGE stated in their January 23, 2023, stakeholder meeting that the expected 10 

enrollments for Year 2 are nearly 50% higher than the original ramp rate. (Start 11 

Confidential)12 

(End 13 

Confidential)30 The annual cost of Schedule 118 would grow by several million if 14 

additional discount tiers are provided. Due to the $1,000 cost cap on Schedule 118, 15 

enrollment growth shifts significant costs from larger customers to smaller 16 

customers (residential and small commercial) as this program matures. PGE stated 17 

in their May 19, 2022, stakeholder meeting that the Company hoped to reach 75% 18 

eligible enrollment by 2025. (Start Confidential) 19 

(End 20 

Confidential)  21 

Q.    Why should the Commission adopt CUB’s proposal?      22 

 
30  UE 416 – CUB/312.  
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A.  Everyone should pay for these bill discount programs and to help our low-income 1 

neighbors, this includes all customers; industrial, commercial, and residential 2 

paying their fair share for the programs. There is not a good policy reason to make 3 

this program bypassable. NW Natural, Avista and Cascade’s low-income discount 4 

programs do not have a bill cap on low-income discount program. If the 5 

Commission were to adopt CUB’s recommendation of lifting the cap for Schedule 6 

118, CUB would advocate for consistency between all Oregon energy utilities 7 

around cost recovery for low income discount programs.  8 

 9 

The cost cap for Schedule 118 that is currently in place for non-residential 10 

customers is not required by legislation, which is an issue that CUB will address in 11 

briefing.  12 

Q.  What is CUB’s proposed change to Schedule 118 and Schedule 115?     13 

A. CUB proposes the per kWh rate be non-bypassable, and that the Commission 14 

eliminate the cap for Schedule 118. CUB recommends that the Commission adopt 15 

that the bill charges for residential customers under Schedule 115 and 118 that 16 

match average residential usage.  17 

Q. Does this conclude your testimony? 18 

A. Yes. 19 



1

ESTERSON Sarah * ODOE

Subject: Biglow Condition 37 notification - Blade Liberation

From: Lenna Cope <Lenna.Cope@pgn.com>  
Sent: Thursday, February 3, 2022 10:50 AM 
To: KILSDONK Duane * ODOE <Duane.KILSDONK@energy.oregon.gov> 
Cc: CORNETT Todd * ODOE <Todd.CORNETT@energy.oregon.gov> 
Subject: Biglow Condition 37 notification - Blade Liberation 
 

Duane, 

Per Condition 37 of the Biglow Canyon Wind Farm site certificate, this email is to notify the Department that 
at approximately 2:11 a.m. February 1, 2022, Turbine 71 at Biglow Canyon Wind Farm had a blade 
liberation. The blade was thrown from the tower and landed in a field approximately 100 yards from the 
tower. The blade does not appear to have struck the tower, and the other two blades do not appear to be 
damaged. PGE has shut down Biglow Phase I to begin the investigation into the cause of failure. There were 
no injuries or property damage, and the landowners have been engaged and informed.  

Please advise if you have any questions or need additional information at this time.  We intend to provide 
additional information as to the cause of the event following our investigation. 
 
 

 

Lenna Cope 
Pronouns: she/her  

Senior Environmental Specialist   |   503-464-2634   |   503-313-5022 

portlandgeneral.com   |   Follow us on social @PortlandGeneral 

An Oregon kind of energy. 
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CUB  Exhibit  302  is  Highly  Confidential  and  has  been  served  upon  the  Commission 

and each  party  designated to receive  highly  confidential information pursuant to 

Order 22-138.

CUB/302
Gehrke/1  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

              

   

 

CUB  Exhibit  303  is  Highly  Confidential  and  has  been  served  upon  the  Commission 

and each  party  designated to receive  highly  confidential information pursuant to 

Order 22-138.

CUB/303
Gehrke/1  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

              

   

 

CUB  Exhibit  304  is  Highly  Confidential  and  has  been  served  upon  the  Commission 

and each  party  designated to receive  highly  confidential information pursuant to 

Order 22-138.

CUB/304
Gehrke/1  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

              

   

 

             
   
           
   

CUB/305
Gehrke/1  

CUB  Exhibit  305  is Confidential  and  has  been  served  upon  the  Commission
and each  party  designated to receive  confidential information pursuant to
Order 22-039.
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April 13, 2023 
 
To: William Gehrke 
 Citizens Utility Board 
  
From: Jaki Ferchland 
 Manager, Revenue Requirement 

 
Portland General Electric Company 

UE 416 
PGE Response to CUB Data Request 067 

Dated March 30, 2023 
 
Request: 
 

Refer to PGE workpaper “2024 Ratespread_Final For Filling” tab “employee”. 
a. Please provide source workpapers used to calculate cells C5, C6, C25, 

C26. 
b. What percentage of residential customer accounts that receive employee 

discounts are classified as multi-family? 
c. What percentage of the Company’s employees receive a discount on their 

utility service from PGE? 
d. What is the number of the Company’s employees that receive a discount on 

their PGE utility service? 
e. Can a Company employee receive a residential service discount on multiple 

residences? If yes, please provide the number of employees that receive 
discounts on electric service on multiple residences. 

 
Response: 
 

a. Attachment 067-A provides the source workpapers used to calculate cells C5, C6, C25, 
C26 on the “employee” tab in the 2024 Ratespread work paper. In responding to this data 
request PGE discovered that the “employee” tab was using employee counts and consumption 
from PGE’s last GRC, UE 394. PGE pulled the 2022 employee counts and consumption and 
is providing it in our response in addition to the 2019 employee information. PGE entered the 
2022 employee information into the Ratespread work papers and found the difference to be 
immaterial in the overall prices PGE is proposing.  PGE will provide the updated employee 
counts and consumption to the Ratespread when it files its Reply Testimony later this summer.  

b. Of the current and retired employees that receive employee discounts, 9% are classified as 
multi-family. 

c. PGE is unable to provide a percentage of the Company’s active employees who receive a 
discount on their utility service, as PGE retirees are also eligible for the discount and PGE’s 
Customer Information System does not differentiate the eligible employee discount by current 
employee and retiree.   

d. There were 3,071 current and retired1 employees in 2022 who received a discount on their 
utility service from PGE.   

e. No.  

 
1 This includes spouses of deceased PGE employees (so long as the spouse does not remarry) 
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March 31, 2023 
 
To: William Gehrke 
 Citizens Utility Board 
  
From: Jaki Ferchland 
 Manager, Revenue Requirement 

 
Portland General Electric Company 

UE 416 
PGE Response to CUB Data Request 041 

Dated March 17, 2023 
 
Request: 
 
Refer to UE 416 / PGE / 1300 / Macfarlane – Pleasant / 45 / Lines 1 – 2, the Company states 
“PGE requests approval from the Commission in this GRC to close the Legacy TOU rate to 
new enrollments and retire the rate at the end of 2024.” 

a. Please provide a narrative explanation on how the Company would 
transition residential customers away from the Legacy TOU rate. 

b. If the Company’s proposal to suspend the Legacy TOU rate is approved, 
would Legacy TOU customers be automatically transitioned to the standard 
Schedule 7 rate or to the TOD rate? 

c. How does the Company plan on communicating with customers on the 
Legacy TOU rate if the program is suspended? 

 
Response: 
 

a. Upon Commission approval to suspend new enrollments and later retire the Legacy TOU 
option, PGE would  notify active TOU customers about the planned retirement and provide 
information about alternative rate options. Communications would begin shortly following 
approval and include follow-up notifications to provide customers sufficient notice of the 
upcoming rate change. In the communications, customers would be directed to call PGE’s 
customers service team to further discuss energy plan options and switch their plan to 
PGE’s Schedule 7 default service (flat rate) or Schedule 7 Time of Day. This would be the 
only action necessary for the customer and their new rate would take effect following their 
selected alternative.  

b. If the customer does not select an alternative energy plan prior to December 31, 2024, PGE 
will transition those accounts to Schedule 7 default service rate, effective January 1, 2025.  

c. Multiple communications will be provided to customers, through their preferred method 
(email, text, postal service). These communications will include key dates, alternative 
energy plan options and other information to help the customer make the most suitable 
decision based on their recent energy use. Communications would begin soon after a 
Commission order is issued and would continue on a regular cadence until the customer 
selected an alternative energy plan or is moved to Schedule 7 default service at the end of 
2024.     
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March 16, 2023 
 
To: William Gehrke 
 Citizens Utility Board 
  
From: Jaki Ferchland 
 Manager, Revenue Requirement 

 
Portland General Electric Company 

UE 416 
PGE Response to CUB Data Request 013 

Dated March 2, 2023 
 
Request: 
 
It is CUB’s understanding that 780 kWh is the average monthly usage figure for residential 
customers. Please confirm that it is the average monthly usage for residential customers. If that is 
not correct, please provide the average monthly energy usage for Schedule 7 customers  
 
Response: 
 
The average monthly energy usage for residential customers is forecasted to be 795 kWh for 
UE 416 target year 2024. This value is calculated by dividing the total forecasted kWh for 
residential customers by the forecasted number of residential bills in 2024, rounded to the nearest 
5 kWh. The average monthly energy usage for residential customers forecasted for rate 
development in UE 394 was 780 kWh. 
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CUB  Exhibit  312  is  confidential  and  has  been  served  upon  the  Commission

and  each  party  designated to receive  confidential information pursuant to Order

22-039.
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