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I. INTRODUCTION 

 
 On February 16, 2010, Portland General Electric Company (PGE) filed a 
request for a general rate revision.  The request included PGE’s annual revision of its net 
variable power supply costs under its Schedule 125.  Schedule 125 establishes an Annual 
Update Tariff (AUT), which PGE must file by April 1 of each year and which becomes 
effective on January 1 of the following year.  During a prehearing conference on March 8, 
2010, the administrative law judge adopted separate procedural schedules for the general rate 
revision and the AUT filing.   
 
 The Public Utility Commission of Oregon (Commission) originally approved 
the AUT in Order No. 07-015.  The AUT is designed to allow PGE to annually revise 
customer rates to reflect certain changes in its projected net variable power costs.1  The 
updated power cost forecast is then used as the baseline for comparing actual net variable 
power costs when PGE applies the power cost adjustment mechanism set forth in its Annual 
Power Cost Variance tariff.2  PGE uses its MONET model to develop its net variable power 
cost forecast. 
 
 In its initial filing, PGE forecasted total net variable power costs of $747.2 
million for 2011.  PGE also proposed including several new costs in its annual AUT filings, 
including mercury control chemicals, broker fees, revolving credit facility fees, margin 
interest, and the costs of ammonia and lime for various plants.  Finally, PGE proposed 
relaxing the freeze on variable operation and maintenance (O&M) costs between rate cases.   
 

                                              
1 Order No. 07-015 at 18 (Jan 12, 2007). 
2 See id. at 19-27.  See also Portland General Electric Company, Schedule 126. 
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 On June 4, 2010, the Citizens’ Utility Board of Oregon (CUB) filed testimony 
objecting to the new costs that PGE proposed updating in its AUT.  On June 21, 2010, 
Commission Staff and the Industrial Customers of Northwest Utilities (ICNU) filed opening 
testimony suggesting adjustments to PGE’s proposal, recommending that the Commission 
reject PGE’s proposed changes to the costs permitted to be updated in an AUT filing, and 
further recommending that the Commission reject PGE’s proposal to relax the freeze on 
variable O&M costs between rate cases.   
 
 PGE, Staff, CUB, and ICNU (the Stipulating Parties) reached a settlement of 
all issues during a settlement conference on June 30, 2010.  The Stipulating Parties filed a 
stipulation and joint testimony in support of the stipulation on July 29, 2010.  The Stipulating 
Parties’ request to admit the joint testimony into the record in this docket is granted. 
 

II. THE STIPULATION 
 

The stipulation purports to resolve all issues in the AUT portion of PGE’s 
general rate case.  If approved, the stipulation results in a decrease of approximately 
$17.5 million in PGE’s net variable power costs for 2011—from $747.2 million to 
$729.7 million based on PGE’s September 2010 MONET update.  The final amount of net 
variable power costs will be determined when PGE files its final MONET update in 
November 2010.  Specific issues resolved in the stipulation are addressed below. 
 
A. BPA Charges 
 

In its initial filing, PGE assumed that in 2011 the Bonneville Power 
Administration (BPA) would invoke a tariff provision that allows BPA to increase wind 
integration rates from $1.29/kW per month to $1.58/kW per month.  ICNU criticized this 
assumption in its opening testimony, arguing that the change is not known and measurable 
because:  (1) there is no evidence that BPA will invoke the tariff provision to increase rates 
in 2011; and (2) even if BPA does invoke the provision in 2011, PGE assumed that BPA 
would increase rates to the maximum level permitted by tariff, even though BPA could 
theoretically set a rate between $1.29/kW per month and $1.58/kW per month.  Staff also 
objected to PGE’s approach.  In the stipulation, PGE agreed to reduce the BPA wind 
integration rate from $1.58/kW per month to the current BPA tariff rate of $1.29/kW per 
month.   

 
PGE also assumed in its initial filing that BPA would increase its wind 

integration rate in a general rate case expected to be filed in October 2011.  PGE therefore 
escalated the wind integration rate in its MONET model.  Staff and ICNU criticized this 
assumption as well, arguing that PGE’s assumptions about what BPA may do in a rate case 
that has yet to be filed is far too speculative to be included in PGE’s net variable power cost 
forecast.  As part of the stipulation, PGE agreed to remove the escalation assumption from 
the MONET model.   

 
Finally, PGE assumed that it would incur BPA wind imbalance charges during 

2011.  Staff and ICNU argued that PGE’s assumptions were based on out-of-date data and 
overly simplistic modeling.  ICNU proposed a 14 percent reduction in PGE’s forecasted wind 
imbalance charges to reflect actual 2008-2009 data.  In the stipulation, the Stipulating Parties 
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resolved this issue by agreeing that the forecast used in PGE’s April MONET run is 
appropriate to use in this docket, but PGE agreed to work with the parties to refine the 
modeling methodology before PGE’s next AUT filing. 

 
These adjustments reduce PGE’s net variable power forecast by 

approximately $1.62 million. 
 
B. Reclassification of Costs 
 

In its initial AUT filing, PGE proposed including new categories of costs in its 
future AUT filings.  These costs included mercury control chemical costs at PGE’s 
Boardman generating plant, ammonia costs at PGE’s Port Westward and Coyote Springs 
plants, lime costs at the Colstrip plant, broker fees, revolving credit facility fees, and margin 
interest.  Staff, CUB, and ICNU argued that these costs are not appropriate to be included in 
PGE’s annual forecast of net variable power costs.   

 
In the stipulation, the Stipulating Parties agreed that PGE will remove the 

mercury control chemical costs from PGE’s net variable power cost forecast and may include 
those costs as part of a future deferral filing.  This adjustment reduces PGE’s net variable 
power cost forecast by approximately $1.87 million. 

 
For all of the other costs, the Stipulating Parties agreed that PGE will remove 

those costs from the net variable power cost forecast and reclassify the costs as appropriate in 
the general rate revision portion of this docket.  This reclassification of costs reduces the net 
variable power forecast by approximately $5.36 million, but causes a corresponding increase 
in expenses in the general rate revision.   
 
C. Boardman Fly Ash 
 

As part of its initial filing, PGE proposed including the costs of fly ash 
disposal at its Boardman generating plant as a net variable power cost in future proceedings, 
based on the assumption that PGE would no longer be permitted to sell fly ash and will 
instead be required to dispose of it under Environmental Protection Agency (EPA) 
regulations.  PGE did not, however, include these costs in its net variable power cost 
forecast.  Because the possibility of EPA regulation was speculative, PGE agreed to remove 
the costs of fly ash disposal from the case in a partial stipulation in the general rate revision 
portion of this docket.  The Stipulating Parties reiterate this agreement in the AUT 
stipulation, although this change has no effect on PGE’s net variable power cost forecast.  
 
D. Harriet Lake Flow Changes 
 

In its initial filing, PGE included costs associated with work on the Harriet 
Lake base flow.  During these proceedings, PGE changed the schedule for this work.  Under 
the new schedule, costs will not be incurred during 2011.  PGE therefore agreed to remove 
these costs from its net variable power cost forecast, which reduces the forecast by 
approximately $0.8 million. 
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E. AMI Benefits 
 

PGE did not include the projected energy savings associated with its 
Advanced Metering Infrastructure (AMI) project in its net variable power cost forecast.  Staff 
objected, arguing that part of PGE’s justification for incurring the costs of implementing 
advanced metering was the energy savings that would result.  In the stipulation, PGE agreed 
to include energy savings associated with AMI in future net variable power cost forecasts in 
this docket.   
 
F. UM 1355 Order 
 

In docket UM 1355, the Commission is considering changes to the 
methodology used to calculate forced outage rates.  These changes could affect PGE’s net 
variable power cost forecast.  The Stipulating Parties therefore agreed that, if the 
Commission issues a final order by October 22, 2010, then PGE will incorporate any changes 
in the forced outage rate methodology in its updated net variable power cost forecast.  The 
Stipulating Parties agreed that PGE will have until its November 15, 2010, update to 
incorporate the changes.  PGE also agreed to include an estimate of the impact of these 
changes, based on the methodology suggested by the Commission in previous orders in 
docket UM 1355, in PGE’s September 20, 2010 MONET update.  
 
G. WECC Operating Reserves 
 

PGE’s initial filing included an increase in net variable power costs based on 
the assumption that the Federal Energy Regulatory Commission (FERC) will approve a 
proposal by the Western Electricity Coordinating Council (WECC) to change its operating 
reserves requirement.  Staff objected to the inclusion of these costs as too speculative 
because the FERC has not yet approved the WECC’s proposal.  

 
In the stipulation, the Stipulating Parties agree that PGE would remove the 

costs associated with the assumed change in the operating reserves requirement.  This 
adjustment reduces PGE’s net variable power cost forecast by approximately $0.65 million.  
 
H. Variable O&M 
 

In its initial filing, PGE requested that the freeze on updating variable O&M 
costs between rate cases be relaxed, allowing PGE to update some of these costs in AUT 
filings.  Staff and ICNU objected to this change.  In the Stipulation, the Stipulating Parties 
agreed that PGE will not update variable O&M between rate cases.  The Stipulating Parties 
also agreed that the estimated costs of transmission losses will be allowed to change 
dynamically with the dispatch modeling for the Colstrip and Port Westward plants. 
 






















