ORDER NO. 10-355
Entered 09/13/2010

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UM 1458

In the Matter of

PORTLAND GENERAL ELECTRIC ORDER
COMPANY

2009 Depreciation Study of Depreciable
Property at December 31, 2008.

DISPOSITION: STIPULATION ADOPTED

l. 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 depreciatipofstud
the Company’s electric properties as of December 31, 20081 November 18, 2009, PGE
filed the required depreciation study (Depreciation Study). We subsequentdopecket
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, PGEh&l®epreciation
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 settleme®rbB®E and
Staff (Stipulating Parties). The Industrial Customers of NorthwestiéHila 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

! This depreciation study was intended to update’®@teceding study based on data as of December 31,
2004, filed in Docket UM 1233 on October 17, 20@epreciation rates based on this study took effact
January 17, 2007.
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. 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 DepneStady also
proposes to apply the life span methodology to wind generation plant assets. Mdheover
Depreciation Study recommends a ten-year amortization period for the Gosnpd20
Vision software project, instead of the normal five-year amortization pesrazbfnputer
software based on the cost of the project and the projected longevity of thareoftw

Order No. 06-581 prescribed depreciation parameters (depreciation lives,
curves and net salvage rates), and mandated that depreciation rateschatedaach
January based upon vintage plant in-service balance as of’tioé B&cember the preceding
year. PGE requests, instead, that the Commission prescribe the depredidideniaed
from depreciation parameters, fixing such rates until the effectiveotitiie 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 Bogothmt
(Boardman) ranging from complete shutdown in July 2011 to installation of all required
pollution control equipment. The Depreciation Study presents depreciatioatestiior the
following two IRP scenarios for Boardman: (1) installation of the lovogén oxide burners
and modified over-fired air emissions equipment by July 2011, and terminal retireinieat
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 catalytioreduct
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 egang prant
account that would modify the Depreciation Study.

(1. THE STIPULATION

Staff’s differences were resolved during the settlement conference, and the
Stipulation resolves all issues regarding PGE’s request for deprecatttothanges. 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 reldtedretirement of
Boardman are not resolvable in this docket. Any depreciation effectsaf #adtien 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 geaseal This
effective date is expected to be January 1, 2011. Staff recommends the Comdiisst
the Company to implement the depreciation, amortization and net salvage tréieb se
the Stipulation as of the effective date of rates determined in UE 215. For dog pbrt
2011 prior to the effective date in UE 215, Staff proposes that the Company continue to use
current depreciation, amortization and net salvage rates.

V. 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 pubbt. ir8&aff
and PGE entered into a Stipulation that resolves all outstanding issues. Theilgjipulat
Parties indicate ICNU, the other intervening party in the proceedingndbeppose 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 d@ppropria
resolution of all the pending issues in this docket. The Commission adopts the $tigalati
its entirety without modification.
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V. ORDER
IT IS ORDERED that;

1. The Stipulation, dated July 9, 2010, and executed by Portland General
Electric Company and Commission Staff is adopted.

2, Depreciation parameters for Portland General Electric Company are
adopted as listed in Exhibit “B” to Appendix A of this Order.

3. Portland General Electric Company is directed to use a ten-year
amortization period for assets capitalized as part of the 2020 Vision
Project.

4, Depreciation issues related to the retirement of Portland General

Electric Company’s Boardman Plant will be addressed at a later time.

5. Portland General Electric Company is directed to implement the
depreciation, amortization, and net salvage rates adopted pursuant to
the Stipulation on the effective date of rates determined in UE 215.
Until this date, Portland General Electric Company is directed to
continue to use current depreciation, amottization and net salvage

rates,
Qade, entered, and effective SEP'13 2010
)/Baum John Savage
anm,an-- Commissioner

L Lo e o

Susan K. Ackerman
Commissioner

A party may request rehearing or reconsideration of this order pursuant to ORS 756.561. A
request for rehearing or reconsideration must be filed with the Commission within 60 days of
the date of service of this order. The request must comply with the requirements in OAR 860-
014-0095. A copy of any such request must also be served on each party to the proceeding as
provided by OAR 860-013-0070(2). A party may appeal this order by filing a petition for
review with the Court of Appeals in compliance with ORS 183.480-183.484,
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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

UM 1458

In the Matiter of

PORTLAND GENERAL ELECTRIC STIPULATION

COMPANY

Detailed Depreciation Study of the Electric
Propetrties of the Company

R T NI I L g

This Stipulation (“Stipulation”) is between Portland General Electric Company (“PGE”)
and Staff of the Public Utility Commission of Oregon (“Staff”’) (collectively, the “Stipulating
Parties”). ‘The Industrial Customers of Northwest Utilities (“ICNU™) is also a party to this
docket and does not oppose this Stipulation.

On November 18, 2009, PGE filed with Oregon Public Utility Commission
(“Commission”) the results of a detailed depreciation study of its utility properties as of
December 31, 2008, which included proposed depreciation curves, lives and net salvage rates
(collectively the “parameters™) and depreciation rates for PGE’s generation, transmission,
distribution, general plant, and intangible assets. PGE utilizes the straight-line, remaining-life,
equal-life group depreciation methodology to depreciate its assets. Based on the forecasted
December 31, 2010 plant balances and an assumption of a 2040 end date for Boardman Plant, the
change in depreciation parameters proposed by PGE wbuld have resulted in an annual
depreciation increase of approximately $7.5 million.

On February 16, 2010, PGE filed an application for a general rate revision, Docket
No. UE 215, to be effective January 1, 2011. The depreciation rates to be used in Docket UE

No. 215 are the rates coming out of this docket, No. UM 1458.

PAGE 1 — UM 1458 STIPULATION APPENDIX /7
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On May 12, 2010, PGE and Staff participated in a Settlement Conference at the
Commission’s office in Salem, Oregon. The discussions resulted in a compromise settlement of
the Parties. Attached Stipulation Exhibit “B”, incorporated herein by this reference, sets forth the
detailed account-by-account depreciation parameters and rates that parties agree should be
adopted by the Commission.

PGE and Staff request that the Commission issue orders in this docket implementing the
terms of this Stipulation. As a compromise position on the issues in controversy, the Parties
have agreed to depreciation parameters and rates that would result in a decrease of approximately
$ 15.8 million on an annual basis from that originally proposed in this docket.

TERMS OF STIPULATION
1. This Stipulation resolves ail issues regarding PGE’s application seeking a change
in depreciation rates applicable to _its plant.
2. The Parties agree that the changes shown in Exhibit “A” to this 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.

3. 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.”

4. 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.

5. 'This Stipulation is entered into recognizing that there is a proposal in PGE’s current

PAGE 2 — UM 1458 STIPULATION APPENDIX /1
PAGE 2 OF /7
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rate case, Docket No. UE 215, for a tariff that would include in rates any changes in the
depreciation expense associated with the Boardman plant if the Commission acknowledges a
PGE integrated resource plan (“IRP”) in which Boardman will be shut down prior to its currenily
projected 2040 closure date. Should the IRP proposal, or one like it, be adopted the parameters
and resulting depreciation rates for Boardman should be adopted until the effective date of PGE’s
next depreciation study. Absent such a decision the depreciation rates with a 2040 terminal date
for Boardman will be utilized unti] superseded.

6.  The Patties further agree that the settlement position for estimated future
decommissioning costs for the Faraday, North Fork, Oak Grove, Pelton, River Mill, Round
Butte, and Sullivan hydro facilities is a compromise position in that future estimated
decommissioning costs have been inflated for each of the first 5 years. In PGE’s next
depreciation study docket the parties will incorporate future estimated costs of removal for the
seven above named PGE hydro facilities to reflect inflation rates over the five year interval
following the effective date of that depreciation study and parameters.

7. The revised depreciation parameters and rates described above and set forth in
Exhibit “B” are reasonable and should be adopted.

8. The revised straight line, 1'emaining life, equal life group depreciation rates shall
be implemented on the effective date of PGE’s pending general rate request in
Docket No. UE 215.

9, No later than the end of 2014, PGE shall file with the Commission another
detailed depreciation study of its utility property. With the possible exception of Boardman
related plant as discussed above, the depreciation parameters and rates detailed in Stipulation

Exhibit B will be utilized until the effective date of the next depreciation study.

PAGE 3 — UM 1458 STIPULATION APPENDIX /
PAGE-3._OF /L



ORDER NO, 10-355

10.  The Stipulating Parties recommend and request that the Commission approve the
adjustments described herein as appropriate and reasonable resolutions of all issues in this
docket.

11.  The Stipulating Parties agree tﬁat this Stipulation is in the public interest and will
result in rates that are fair, just, and reasonable.

12, The Stipulating Parties agree that this Stipulation represents a compromise in the
positions of the parties. As such, conduct, statements, and documents disclosed in the
negotiation of this Stipulation shall not be admissible as evidence in this or any other proceeding.

13.  If the Commission rejects all or any material part of this Stipulation, or adds any
material condition to any final order which is not contemplated by this Stipulation, each Party
reserves the right to withdraw from this Stipulation upon written notice to the Commission and
the other Parties within five (5) business days of service of the final order that rejects this
Stipulation or adds such material condition. Nothing in this paragraph provides any Stipulating
Party the right to withdraw from this Stipulation as a result of the Commission’s resolution of
issues that this Stipulation does not resolve.

14.  This Stipulation will be offered into the record in this proceeding as evidence
pursuant to OAR § 860-14-0085. The Stipulating Parties agree to suppozt this Stipulation
throughout this proceeding and in any appeal, provide witnesses to sponsor this Stipulation at the
hearing (if necessary), and recommend that the Commission issue an order adopting the
seftlements contained herein. The Stipulating Parties also agree to cooperate in drafting and
submitting written testimony required by OAR § 860-14-0085(4).

15. By entering into this Stipulation, no Party shall be deemed to have approved,

admitted or consented to the facts, principles, methods or theories employed by any other Party in

PAGE 4 — UM 1458 STIPULATION APPEND #
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_ arriving at the terms of this Stipulation, other than those specifically identified in the Stipulation.
Except as provided in this Stipulation, no Party shall be deemed to have agreed that any
provision of this Stipulation is appropriate for resolving issues in any other proceeding.

16.  This Stipulation may be signed in any number of counterparts, each of which will
be an original for all purposes, but all of which taken together will constitute one and the same
agreement.

17.  The partics agreed that future depreciation studies would be conducted at

least every 5 years.

s ?f;
DATED this{ day of July, 2010.

TN T
PORYFAND GENERAL ELECTRIC
COMPANY

QLI

STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

PAGE 5 - UM 1458 STIPULATION PAGE ~ OF /



ORDER NO. 10-355

UM 1458

2009 Depreciation Study

UM 1458 Stipulation
Exhibit “A”

APPENDIX /1
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UM 1458 ~ Settlement Adjustments to Depreciation Study
Lives and Curves

"May 12, 2010
AS FILED SETTLEMENT
ACCOUNT | DEPR STUDY AGREEMENT

33100 52-94 $3-95
33500 R0.5-61 R1-65
34600 L2-46 L.2-58
33600 R4-63 R4-75
35400 R3-65 R3-75
36200 LO-57 LO-60
36500 L2-37 {.2-37
36600 S6-54 56-60
36901 R3-46 R3-50
36903 R3-46 R3-50
37100 R3-10 R2-20
37307 Lg-22 L0-20
+ 39204 S6-10 R3-15
39205 56-10 §3-12
39601 56-15 L2-15
39602 56-10 L2-15
39603 56-10 L2-16
39607 S6-15 L2-15
39701 L0-41 L0-50

APPENDIX
PAGE _/

A
OF L7
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UM 1458

2009 Depreciation Study

UM 1458 Stipulation
Exhibit “B”
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