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Property at December 31, 2008. 
 

 

  
 
 

     ORDER 
 

 DISPOSITION:  STIPULATION ADOPTED 

I. OVERVIEW 
   

In Orders No. 06-581 and No. 07-438, we required Portland General Electric 
Company (PGE or Company) to file, by October 13, 2011, a detailed depreciation study of 
the Company’s electric properties as of December 31, 2008.1   On November 18, 2009, PGE 
filed the required depreciation study (Depreciation Study).  We subsequently opened Docket 
UM 1458 to review the Depreciation Study.   

 
On February 16, 2010, PGE filed an application for a general rate revision, 

Docket UE 215, to be effective January 1, 2011.  PGE indicated that depreciation rates 
established in this docket, UM 1458, should be implemented in UE 215.  In order to 
coordinate the timing of the new depreciation and general rates, PGE filed the Depreciation 
Study one year earlier than required. 

  
On May 12, 2010, PGE and Commission Staff (Staff) participated in a 

settlement conference.  Discussions resulted in a compromise settlement between PGE and 
Staff (Stipulating Parties).  The Industrial Customers of Northwest Utilities, a party to the 
docket, did not join the settlement, but does not oppose it.  On July 9, 2010, the Stipulating 
Parties filed a Stipulation, attached as Appendix A, with Supporting Testimony.    
 

                                                 
1 This depreciation study was intended to update PGE’s preceding study based on data as of December 31, 
2004, filed in Docket UM 1233 on October 17, 2005.  Depreciation rates based on this study took effect on 
January 17, 2007. 
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II. THE DEPRECIATION STUDY 
 

The Depreciation Study recommends revisions in depreciation lives, curves 
and net salvage rates for all of the Company’s plant accounts.  The Depreciation Study also 
proposes to apply the life span methodology to wind generation plant assets.  Moreover, the 
Depreciation Study recommends a ten-year amortization period for the Company’s 2020 
Vision software project, instead of the normal five-year amortization period for computer 
software based on the cost of the project and the projected longevity of the software.   

 
Order No. 06-581 prescribed depreciation parameters (depreciation lives, 

curves and net salvage rates), and mandated that depreciation rates be recalculated each 
January based upon vintage plant in-service balance as of the 31st of December the preceding 
year.  PGE requests, instead, that the Commission prescribe the depreciation rates derived 
from depreciation parameters, fixing such rates until the effective date of the next 
depreciation study.  PGE asserts that this practice is an industry standard.   

 
In PGE’s 2009 Integrated Resource Plan (IRP), filed in November 2009, PGE 

presented the Commission with alternative scenarios for the Company’s Boardman plant 
(Boardman) ranging from complete shutdown in July 2011 to installation of all required 
pollution control equipment.  The Depreciation Study presents depreciation estimates for the 
following two IRP scenarios for Boardman: (1) installation of the low nitrogen oxide burners 
and modified over-fired air emissions equipment by July 2011, and terminal retirement of the 
plant in mid-2014; and (2) installation of low nitrogen oxide burners and modified over-fired 
air emissions equipment by July 2011, scrubbers by 2014, selective catalytic reduction 
equipment by 2017, and terminal retirement of the plant in 2040.   

 
Depreciation rates set forth in the Depreciation Study would result in an 

increase in annual depreciation expense of $40.1 million if Boardman is retired in 2014, or an 
increase in annual depreciation expense of $7.5 million if Boardman is retired in 2040.  

 
Staff reviewed the Depreciation Study, developing a set of proposed 

depreciation curves, average service lives and net salvage rates for each Company plant 
account that would modify the Depreciation Study.   
  

III. THE STIPULATION 
 

Staff’s differences were resolved during the settlement conference, and the 
Stipulation resolves all issues regarding PGE’s request for depreciation rate changes.  The 
Stipulation provides, in pertinent part:  

 
The Parties agree that changes shown in Exhibit “A” to the 
Stipulation should be made for the identified lives, curves, net 
salvage value and rates.  With the exception of the parameters 
set forth in Exhibit “A” to this Stipulation, the parameters 
should remain as filed in PGE’s Study.   
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Exhibit “B” to the Stipulation is a complete list of all PGE 
depreciation parameters and rates for all plant accounts by 
location.  This list includes the changes identified in 
Exhibit “A.” 
 
In addition, the Parties agree that PGE should use a ten year 
amortization period for assets capitalized as part of its vintage 
software replacement program, the 2020 Vision Project, rather 
than the normally prescribed five year amortization period for 
software. 
 

The Stipulating Parties further agree that depreciation issues related to the retirement of 
Boardman are not resolvable in this docket.  Any depreciation effects of action taken on the 
Company’s pending IRP, Docket LC 48, will be later incorporated into rates.   

 
PGE proposes that the new depreciation rates be made effective coincident 

with the effective date of rates determined in UE 215, the Company’s general case.  This 
effective date is expected to be January 1, 2011.  Staff recommends the Commission direct 
the Company to implement the depreciation, amortization and net salvage rates set forth in 
the Stipulation as of the effective date of rates determined in UE 215.  For any portion of 
2011 prior to the effective date in UE 215, Staff proposes that the Company continue to use 
current depreciation, amortization and net salvage rates. 
 

IV. DISCUSSION 
 
The Commission encourages parties to a proceeding to voluntarily resolve all 

issues in a proceeding, to the extent settlement of such issues is in the public interest.  Staff 
and PGE entered into a Stipulation that resolves all outstanding issues.  The Stipulating 
Parties indicate ICNU, the other intervening party in the proceeding, does not oppose the 
Stipulation.  Indeed, no party filed an objection to the Stipulation.   

 
The Commission examined the Stipulation, the supporting brief and the 

pertinent record in the case.  The Commission concludes that the Stipulation is an appropriate 
resolution of all the pending issues in this docket.  The Commission adopts the Stipulation in 
its entirety without modification.   

 
 

 






































