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DISPOSITION: STIPULATION ADOPTED

On November 8, 2005, the Portland General Electric Company (PGE)
filed a new depreciation study consisting of five items: (1) a depreciation study
containing recommended depreciation parameters and salvage rates; (2) a request to
change to a remaining life-span depreciation technique for its steam and combustion
turbine plants; (3) a request to revise upward the Bull Run decommissioning cost
estimate by 3 percent, from $16.6 million to $17.1 million; (4) a request to commence
depreciating the Port Westward facility on the day that it becomes used and useful, using
a twenty-eight year estimated life-span; and (5) a request to begin amortizing software
the month after it is booked rather than waiting for the following year.

On January 18, 2006, an Administrative Law Judge presided over a
procedural conference and adopted a schedule for processing the case. After settlement
discussions, PGE and the Public Utility Commission of Oregon Staff (Staff) reached
settlement on all issues. On August 17, 2006, the parties filed a stipulation (Stipulation)
and supporting testimony sponsored by Roger White of Staff. The Stipulation and
supporting testimony were entered into the record as evidence pursuant to OAR 860-014-
0085(1).1

DISCUSSION

In its initial filing, PGE stated that it expected depreciation expense to fall
by $13.2 million dollars, from $161.5 million to $148.3 million, assuming year-end 2004
plant and reserve balances upon which the study is based.2 Under the terms of the

1 The Citizens’ Utility Board intervened as a party to this docket, but did not actively participate in the
settlement discussions and offers no comment on the Stipulation.
2 The depreciation expenses for the Port Westward facility are not included in these amounts, as the
investment and reserves for that plant were not yet booked in 2004.
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Stipulation, PGE’s depreciation expense would decrease $18.9 million, from $161.5
million to $142.6 million. This $18.9 million dollar reduction represents an approximate
12 percent decrease in depreciation expense.

The Stipulation adopts PGE’s requests to: (1) change the depreciation
methodology for its steam and combustion turbine plants; (2) increase decommissioning
costs for Bull Run; and (3) commence software amortization the month after it is booked.
Staff finds all three of these requests reasonable and recommends they be approved.

The Stipulation also includes a proposed resolution of issues previously
disputed between Staff and PGE. PGE’s depreciation study includes proposed
depreciation curves and lives (parameters) for the utility’s generation, transmission,
distribution, and general plant assets. Staff had disputed PGE’s proposed parameters for
fifteen of the fifty-five accounts proposed by PGE in its filing. Staff also disagreed with
PGE’s proposed life-span of 28 years for the Port Westward facility.

As a compromise position on the issues in controversy, Staff and PGE
have agreed to depreciation parameters that would result in a decrease of approximately
$18.9 million on an annual basis. As part of this compromise, the parties further agree
that the life for the Port Westward facility be extended from 28 years to 35 years. Staff
and PGE agree that the Stipulation is in the public interest, and will result in proper and
adequate rates of depreciation for the classes of property of PGE. Accordingly, they
recommend the Commission approve it in its entirety.

Based on the evidence submitted, the Commission finds that the
Stipulation is reasonable and should be adopted in its entirety. The depreciation
parameters approved in this docket will be applied in UE 180, PGE’s pending general
rate proceeding.
































