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Request for a rate increase in the
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$13,000,000 for Biglow Canyon.
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)
)
)
)
)
)
)

ORDER

DISPOSITION: STIPULATIONS ADOPTED

Introduction. On March 2, 2007, Portland General Electric Company
(PGE) made a general rate case filing with the Public Utility Commission of Oregon
(Commission) to revise its tariff schedules pursuant to ORS 757.205 and ORS 757.220.
In its filing, PGE seeks Commission approval of a supplemental tariff that includes the
costs and benefits of the first phase of the Biglow Canyon wind project (BC project)
currently under construction to be analyzed separately from and without reconsideration
of the issues examined in the recently concluded general rate case, UE 180/181/184.1

The BC project is a 76 turbine wind project currently under construction
in Sherman County, Oregon. When completed, it is expected to have an output of
approximately 46 average megawatts of electricity. In support of the filing, PGE
provided testimony setting out a 2008 test-year revenue requirement substantially greater
than that requested in the filing because the Commission’s current ratemaking rules and
practices do not explicitly provide for adjusting a recently adopted revenue requirement
for only certain identifiable changes. However, PGE’s request is limited to the costs and
benefits of the BC project.2 In its filing, PGE proposes to reset the ratios used in the
calculation of “taxes authorized to be collected in rates” under OAR 860-022-0041.3

PGE witnesses submitted prefiled testimony regarding the company’s
overall $1.629 billion revenue requirement supported by 2008 test-year data, including the
approximately $13 million BC project incremental revenue requirement (Exhibits 201-
212), the cost of capital and capital structure underlying the rate filing (Exhibit 300) and

1 Pretrial Brief of Portland General Electric Company (PGE Brief). The PGE Brief is required to satisfy the
requirements of OAR 860-013-0075.
2 PGE Brief, pp. 1-2.
3 Id., p. 2.
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pricing and rate design in the proposed Tariff Schedule 120 to recover only the incremental
BC project revenue requirement from applicable customers (Exhibits 400-403).

Procedural History. Pursuant to a PGE Motion submitted simultaneously
with its Opening Brief, a Protective Order, No. 07-078, was entered on March 5, 2007. On
March 8, 2007, a Notice of Intervention was filed by the Citizens’ Utility Board (CUB),
and on March 19, 2007, a Petition to Intervene was filed by the Industrial Customers of
Northwest Utilities (ICNU). A scheduling conference was held on March 21, 2007, at
which the participation of the Commission staff (Staff) and the CUB Notice of Intervention
were recognized, and the ICNU Petition to Intervene was granted by a Ruling of the
Administrative Law Judge (ALJ).

By Order No. 07-114, entered March 29, 2007, the Commission
suspended the tariff sheets and set the matter for hearing. On April 4, 2007, a joint
Petition to Intervene was filed by the Utility Reform Project (URP) and Ken Lewis, a
ratepayer. On April 5, 2007, the interventions by URP and Ken Lewis were granted upon
the condition that no objection would be lodged within ten days. No objections were
received within the specified timeframe. By Order No. 07-144, entered April 13, 2007,
the Commission approved a budget for intervenor funding for CUB.

On June 20, 2007, ICNU and Staff filed Direct Testimony, CUB filed
Reply Testimony, and PGE filed a Stipulation signed by PGE, CUB, Staff and ICNU.
On July 11, 2007, PGE filed Rebuttal Testimony and on July 17, 2007, filed a Joint
Explanatory Brief along with a refiled copy of the Stipulation and an Attachment.
(First Stipulation.4)

Among the terms of the Stipulation agreed to was the following:

II. TERMS OF STIPULATION

1. This Stipulation is entered to settle the issues described
below. This Stipulation does not resolve the issues
surrounding the yearly changes in the projected fixed costs
of Biglow Canyon 1 until PGE’s next general rate case.
The Stipulating Parties agree that the only issue addressed
in testimony in this Docket will be whether there should be
a means to address yearly changes in the projected fixed
costs of Biglow Canyon 1 until PGE’s next general rate
case, and if the Commission decides there should be an
annual adjustment, how that adjustment should be made.

The Parties mutually agreed to waive hearing and the cross-examination of witnesses,
moved their respective testimony and affidavits into the record and agreed upon a briefing
schedule for the one remaining issue not resolved in the First Stipulation. Pursuant to their

4 A copy of the First Stipulation is affixed to this Order as Attachment 1.
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mutual agreement, a Notice was issued on July 27, 2007, cancelling the hearing. By
Ruling of August 1, 2007, the ALJ admitted all of the testimony and exhibits and
adopted the briefing schedule. PGE, Staff, CUB and ICNU submitted Opening Briefs
on September 11, 2007, and Reply Briefs on October 4, 2007. On December 5, 2007,
PGE, CUB and Staff filed a second Stipulation (Second Stipulation), Joint Explanatory
Brief and a Motion to Shorten Time to Respond to Stipulation. Pursuant to a Ruling by
the Administrative Law Judge, ICNU filed a Response on December 12, 2007.

Issues Settled by the First Stipulation. The parties were initially not in
agreement with respect to ten issues, all of which related to PGE’s calculation of the
revenue requirement data included in PGE’s filing. Nine of these issues were resolved
in the First Stipulation, with PGE agreeing to reduce its revenue requirement request,
including appropriate rate base modifications for the BC project under Schedule 120 to
reflect adjustments and to accept other provisions as follows:

1. State Income Tax Rate: PGE agreed to recalculate its revenue
requirement using a composite state tax rate of 5.12 percent.

2. Property Tax Exemption: If PGE is successful in obtaining a property
tax reduction from Sherman County, the tax expense used to establish rates under
Schedule 120 will be lowered to reflect the reduction in taxes for the 2008 test year, net
of any costs incurred from commitments made by PGE to the County to obtain a partial
property tax exemption.5

3. Energy Trust of Oregon (ETO) Payment: If PGE receives a payment
from ETO to cover the difference between the cost of BC project’s output and expected
market prices, the BC project rate base will be reduced by the amount of such payment.

4. Integration Costs and Modeling: PGE agreed to include an assumed
BC project integration cost level of $5.50 per MWh. The parties also agreed that PGE
would seek to model the integration costs of wind generation in its Monet power cost
model. Accordingly, notwithstanding the Annual Power Cost Update permitted under
Schedule 125, PGE could propose revisions to its Monet model to incorporate the
integration of the BC project and other wind projects in the 2009 Annual Power Cost
Update proceeding. Parties to that proceeding will be free to take any position on
any PGE proposal in that proceeding regarding the appropriate integration costs.

5. Net Variable Power Cost (NVPC): PGE agreed to move the impact of
the BC project’s NVPC from Schedule 120 to the Annual Update Tariff proceeding or
general rate case, if applicable.

5 PGE provided the parties with documentation of its 2008 expenses associated with the property tax
expense, the property tax exemption and strategic investment payments for the calendar year. The
compilation of these expenses will reduce the property tax expense by approximately $500,000 from the
Supplemental Tariff filing PGE made on November 15, 2007. All Parties are in agreement that this
adjustment is compliant with the First Stipulation.
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6. Book Life: BPA is expected, over the course of a five-year period
after the BC project goes on-line, to repay $13 million expended by PGE for BPA
transmission network upgrades. The parties agreed that the book life of the upgrades
would be five years—equal to the time during which BPA would be repaying PGE
through transmission credits. PGE also agreed to increase the book life for the
BC project generating assets from 25 to 27 years for the purposes of this case and
until revised in a future PGE depreciation study docket.

7. Provision for Delay: In the event of a delay in completion of the
BC project beyond January 1, 2008, PGE agreed to address the delay in a manner
consistent with the Commission’s orders regarding the Port Westward plant in docket
UE 180/181/184.

8. Dispatch Update: PGE will update the BC project dispatch benefits
consistent with and on the same schedule as updates in PGE’s 2008 Annual Power Cost
Update Tariff docket, UE 192.

9. Revision to Special Condition 4 of Schedule 120: The parties agreed
that for the purposes of Schedule 126, the actual NVPC will be adjusted to remove the
impact of any power produced by the BC project prior to January 1, 2008.

The immediate net effect of the changes arrived at by settlement under the First
Stipulation was to lower the BC project incremental revenue requirement from
$12.961 million to $9.442 million,6 a 37.27 percent reduction.

Discussion of the Stipulation on Issues 1-9. The Commission
encourages parties to resolve issues and narrow the scope of the proceedings to the
extent that such actions further the public interest. In this instance, there has been
participation and agreement by parties representing a broad range of interests, and no
persons have interposed any objections to the Stipulation on Issues 1-9. Stipulations
reduce the burdens of the parties and the Commission and facilitate the prompt
completion of matters brought before the Commission for its consideration.

Conclusions with Respect to the First Stipulation. We find the revenue
requirement reductions adopted by the First Stipulation will directly benefit ratepayers
when compared to the original PGE filing and that the resolution of each of the issues
discussed above is fully consistent with our current policies and objectives. We therefore
approve the First Stipulation without modification.

6 Stipulation, Attachment A.
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The Remaining Issue: Should there be an annual revision process to
address yearly changes in the projected fixed costs of the BC project until PGE’s
next general rate case?

The initial PGE Schedule 120 rate design recovered the costs for the
BC project by using a fixed amount per kilowatt/hour calculation despite the likelihood
that the BC project revenue requirement will decline each year. Both CUB and ICNU
objected to this method in their Opening Briefs. CUB proposed an annual update to
prevent PGE from over-collecting as annual costs declined. CUB’s proposal would
address specific areas that might cause over-recovery, such as the decrease in capital
costs and accumulated deferred income taxes, as well as other factors that might have the
opposite effect, such as tax credits.7 ICNU proposed the use of a levelization alternative
to CUB’s annual update of the fixed revenue requirement: an adjustment mechanism
based on the 2008 revenue requirement calculation methodology in Exhibit PGE/201
to update all of the BC project’s costs.8 Staff proposed that the Commission defer
implementing an annual adjustment for the BC project and consider the issue in a later
docket that would examine more generally the treatment of renewable resources acquired
by utilities post-Senate Bill 838.9 PGE held to a similar view that an update mechanism
was not necessary or appropriate in this docket.10

The Second Stipulation Partial Settlement. The Second Stipulation, a
copy of which is affixed to this Order as Attachment 2, was executed by PGE, Staff and
CUB and filed with the Commission on December 5, 2007. ICNU declined to join with
the other parties as a Second Stipulation signatory in the resolution of the annual update
issue.

The signing parties agreed that there would indeed be an annual update
to BC project’s revenue requirement, as well as an update of gross revenues, net
revenues and total income tax expense for the calculation of “taxes authorized to be
collected in rates” pursuant to OAR 860-022-0041. The parties agreed that, until it filed
its next general rate case, beginning in 2008, PGE would file its proposed updates to
Schedule 120 by April 1 of each year that PGE had not yet filed a rate case by April 1.
The proceedings for the Schedule 120 cost updates would be on the same schedule as
PGE’s Annual Power Cost Update Tariff, Schedule 125.11 The updates would not affect
the rates for 2008, but only for 2009 and beyond.12 Finally, “[t]he Stipulating Parties
agree that the future spread of costs under Schedule 120 can be addressed in future
update proceedings.”13

7 CUB Opening Brief, pp. 2-3.
8 ICNU Opening Brief, p. 3.
9 Staff Opening Brief, pp. 1-2.
10 PGE Opening Brief, pp. 8-9.
11 Second Stipulation, pp. 2-3.
12 Joint Explanatory Brief, p. 2. On November 15, 2007, PGE filed revised tariffs implementing rates for
2008 that included the provisions of Schedule 120 intended to be consistent with the First Stipulation.
13 Id., p. 3.
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On December 12, 2007, ICNU filed Stipulation Testimony and Exhibits of
Randall J. Falkenberg. In his testimony, Mr. Falkenberg states that ICNU is a signatory
to the First Stipulation but goes on to add:

ICNU has no objection to the stipulation in regards to
the issues it addresses, revenue requirements. However,
there was also an important element of the stipulation in
UM 1330, rate spread, which is not addressed by the
stipulation in the instant proceeding. This is a defect
ICNU urges the Oregon Public Utility Commission
(‘OPUC’ or ‘Commission’) to rectify.

ICNU interposes no comments or objections with respect to the Second Stipulation.
Rather, the remainder of Mr. Falkenberg’s testimony addresses this rate spread issue.

As noted above, the parties to the First Stipulation, including ICNU,
mutually agreed to limit all testimony to the question of the yearly adjustment to the
revenue requirement. It was on that basis that the parties waived their rights to a hearing
and to cross-examine opposing witnesses. In the Second Stipulation Explanatory Brief,
all parties, except ICNU, agreed that future proceedings would be the appropriate place to
address the spread of costs under Schedule 120.

Discussion. The Commission has the statutory obligation under
ORS 756.040(1) “to protect such customers and the public generally, from unjust
and unreasonable exactions and practices and to obtain for them adequate service at fair
and reasonable rates.” However, at the same time, the Commission is also limited by
ORS 757.215(1) as to the amount of time it can suspend and investigate proposed rates
and tariffs filed by the utilities that it regulates. Due process therefore requires that all
issues to be examined in a proceeding during a suspension period, be raised as early
as possible, so that all parties may have a reasonable opportunity to respond via the
submission of testimony, the cross-examination of witnesses of opposing parties in a
public forum and the presentation of legal argument.

ICNU has, at this late date, submitted testimony regarding rate spread with
respect to the initial rate change scheduled to take effect on January 1, 2008. However,
the record with respect to the initial rate change was closed to further testimony or other
evidence pursuant to the First Stipulation, to which ICNU was a subscribing party. ICNU’s
December 12, 2007, filing of testimony is beyond that time.14 ICNU nevertheless states
“There is no reason to deny the Commission the opportunity to adopt a fair, just and
reasonable rate…simply because some aspects of that rate were not litigated in this
proceeding.”15

14 ICNU’s testimony was unaccompanied by any motion explaining the late filing or seeking its admission.
For the reasons discussed, the proffered testimony is excluded from the record.
15 ICNU/200, Falkenberg/7, ll. 11-14.



ORDER NO. 07-573

7

If the Commission were to adopt such an attitude, stipulated settlements
and waiver of proceedings would become impossible, because no party could trust
another not to raise new issues after the opportunity to examine witnesses with respect
to those issues has passed. Such action would not pass the muster of administrative
fairness. The issue of rate spread with respect to the annual adjustment is not lost; it will
be dealt with fully in subsequent proceedings expected to commence within the next few
months.

Conclusions with Respect to the Second Stipulation. Under the terms
of the Second Stipulation, PGE will provide the annual revenue requirement update
sought by CUB and directly addressing the over-recovery issue. This resolution will
directly benefit ratepayers and is also fully consistent with our policies and the public
interest. We therefore adopt the Second Stipulation as well.












































