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ORDER

DISPOSITION: RESOURCE VALUATION MECHANISM
STIPULATION ADOPTED

In this order, the Public Utility Commission of Oregon (Commission)
adopts the stipulation related to the Resource Valuation Mechanism (RVM) portion of
this consolidated proceeding. Other disputed issues pending in this proceeding will be
addressed in subsequent Commission orders.

BACKGROUND

During March and April of 2006, Portland General Electric Company
(PGE) made three filings which have been consolidated for investigation. First, on
March 15, 2006, PGE filed Advice No. 06-8 for a general rate revision to increase its
retail rates by about $98 million (Docket UE 180). Second, on March 28, 2006, PGE
filed its annual adjustments to Schedule 125, the company’s resource valuation
mechanism (RVM) (Docket UE 181). Third, on April 24, 2006, PGE filed Advice
No. 06-10, to reflect in rates the Port Westward Generating Plant when it comes into
service for customers, currently anticipated to be about March 1, 2007 (Docket UE 184).

Pursuant to the procedural schedule adopted in this investigation, the staff
of the Commission (Staff) and intervenors published settlement proposals on July 6,
2006. Staff also published a revised settlement proposal on July 12, 2006. Settlement
conferences were held on June 22 and August 7, 2006. The settlement conferences were
open to all parties.
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As a result of those settlement discussions, PGE, Staff, Citizens’ Utility
Board of Oregon (CUB), the Industrial Customers of Northwest Utilities (ICNU), and
Fred Meyer Stores (collectively referred to as Stipulating Parties) reached settlement on
issues related to the RVM, with the exception of issues related to power costs. On
August 24, 2006, PGE filed a stipulation (Stipulation) reflecting the parties’ agreement.1

On that same day, PGE also filed a brief, jointly sponsored by witnesses for PGE, Staff,
ICNU, and CUB, to support the Stipulation. The Stipulation and supporting testimony
were entered into the record as evidence pursuant to OAR 860-014-0085(4).

RESOURCE VALUATION MECHANISM STIPULATION

This is the fifth docket that has addressed the annual RVM mechanism,
but it differs from past dockets because there is also an ongoing general rate case. Rates
from this RVM docket will go into effect on January 1, 2007, and it is anticipated that
new rates from the general rate case, supplanting these RVM rates, will go into effect on
January 14, 2007. The RVM rates addressed in this Stipulation are anticipated to only be
in effect for a little while.

The parties continue to dispute issues related to power costs, including
issues that will be decided in the rate case such as PGE’s proposed Annual Variance
Tariff and Power Cost Adjustment Mechanism, and cost of capital issues. Those issues
remain to be decided by the Commission in the rate case portion of this proceeding, and
testimony filed in this proceeding relating to those issues will be considered at that time.

In discussing potential power cost related adjustments, Staff argued that
adjustments of $27.2 million should be made. ICNU raised adjustments totaling $9.8
million. CUB discussed issues, but did not propose a specific dollar amount. PGE
disputed that any adjustments were needed. In the Stipulation, the parties agreed to an
adjustment that decreases annual net variable power costs by $8.588 million, which will
be applied to Part A of Schedule 125. This reflects a reduction in projected power costs
of $400,000 for the short while it is anticipated that the rates will be in effect before being
supplanted with rates ordered in the general rate case.

In addition, the Stipulation provides for certain gas transportation costs.
PGE purchases gas transportation on two pipelines that currently have rate increase
requests pending before the Federal Energy Regulatory Commission (FERC). If FERC
issues orders prior to October 16, 2006, the new FERC rates will be used. If FERC does
not issue orders by then, the Stipulation provides that the parties will cooperate to
determine baseline rates to be used in the final power cost updates. If no agreement is
reached, the rates requested by the pipeline companies will be used. A deferral will be
filed to capture the difference between this baseline and the actual rates later
implemented by FERC. In this way, power cost projections will be trued-up to the actual
FERC ordered pipeline transportation rates.

1 PGE also filed a motion to allow the late-filing of the RVM stipulation, which had been due August 21,
2006. That motion was granted by a ruling on September 8, 2006.






















