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ENTERED  MAR 0 2 2017
BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UM 1789, UE 311, UP 344
In the Matters of

PORTLAND GENERAL ELECTRIC
COMPANY,

ORDER
Application to Defer Revenues and Costs
Related to the Environmental Remediation
Costs Recovery Adjustment,

Schedule 149 (UM 1789);

Schedule 149, Environmental Remediation
Costs Recovery Adjustment (UE 311);

and

Application for Approval of Sale of Harborton
Restoration Project Property (UP 344).

DISPOSITION: STIPULATION ADOPTED
L SUMMARY

In this order, we adopt the stipulation between Portland General Electric Company
(PGE), Staff of the Public Utility Commission of Oregon (Staff), the Oregon Citizens’
Utility Board (CUB), and the Industrial Customers of Northwest Utilities (ICNU) that
settles all issues in these consolidated dockets. Under the terms of the stipulation, the
parties support PGE’s proposal to restore a parcel along the Willamette River and
generate and sell environmental remediation credits (the Harborton Restoration Project)
along with the company’s requests to implement a new environmental rate schedule, the
Portland Harbor Environmental Remediation Account (PHERA), and to defer associated
costs and revenues.

We adopt the stipulation because of the significant projected benefit to ratepayers from
the Harborton Restoration Project. We accept the PHERA mechanism as proposed in the
stipulation and the associated deferral; however, we will reexamine this mechanism in
full at numerous points in the future. To keep the Commission and parties apprised of
new relevant information, we direct PGE to report annually to the Commission, and




ORDERNO.'@‘? @? LI

quarterly to the parties, on the status of its environmental remediation activities and
pursuit of insurance proceeds.

II. BACKGROUND

These dockets involve PGE’s environmental remediation activities in two areas of the
Willamette River: the Portland Harbor Superfund site (Portland Harbor) and Downtown
Reach. At present, $3.56 million is embedded im base rates for environmental
remediation in these areas.

A. Portland Harbor

Portland Harbor comprises the stretch of river from Kelly Point Park to the Broadway
Bridge. PGE anticipates that it will be assessed liability for parcels within this area in
two ways: (1) environmental remediation damages, assessed by the U.S. Environmental
Protection Agency (EPA), to fund the cleanup of contaminated sites, and (2} natural
resource damages (NRDs), assessed by the Portland Harbor Natural Resource Trustee
Council, to compensate for injury to fish, wildlife, and other such resources.

PGE expects the EPA liability assessment to be imposed around 2020 to 2022. EPA has
designated PGE as a Potential Responsible Party (PRP) for contamination in Portland
Harbor along with other parties. PGE reports that it is now participating in a process with
other PRPs to allocate liability among the designated PRPs. PGE states that it cannot yet
estimate its final EPA liability. PGE anticipates that remediation and maintenance costs
related to its EPA liability will continue for ten to thirly years, once remediation efforts
commence.

PGE expects the NRD liability assessment to be completed in the second quarter of 2017.
NRDs, measured in Discounted Service Acre Year (DSAY) debits, are assessed for
injury to natural resources. DSAY debits represent a PRP’s obligation to compensate for
injury to natural resources. DSAY credits are generated by a project that restores
damaged natural resources to original condition and can be used to offset a party’s NRD
obligation.

PGE reports that it has begun the process of identifying insurers and pursuing recovery of
insurance proceeds for its Portland Harbor EPA and NRD liability assessments. For the
period of 1964 to 1984, PGE has identified all historical domestic insurers that are still
solvent and notified them that EPA has designated PGE as a PRP for Portland Harbor -
contamination. PGE states that the majority have responded with reservation of rights
letters outlining their coverage positions. PGE also has worked with an insurance
archacology firm to identify policies placed through Lloyd’s of London from the 1940s
through the 1960s and has put the identified London syndicates providing historical
coverage that are still solvent on notice of the EPA designation.



ORDERNO.ﬁr{?W 071

B. Downtown Reach

Downtown Reach is a 4.2 mile segment of the river south of Portland Harbor. This area
is under state jurisdiction of the Oregon Department of Environmental Quality (DEQ).
PGE’s liability relates to two sites in this area: (1) river mile 13.1 near the Hawthorne
Bridge, where storm water discharge partially originating from PGE’s Hawthorne Shop
enters the Willamette River and (2) river mile 13.5, PGE’s previously owned Station L,
currently the site of the Oregon Museum of Science and Industry.

PGE states that in its last two general rate proceedings (dockets UE 283 and UE 294)
forecast costs in the test year have included Downtown Reach remediation costs,
estimated at $1.5 million for each location. This resulted in inclusion of $1.5 million in
base rates for Downtown Reach cleanup projects. PGE reports that remediation at these
two sites is now basically complete, at a total cost of $3 million, and only ongoing
monitoring and reporting obligations to DEQ remain.

PGE indicates that it anticipates recovering some of its costs of Downtown Reach
remediation from insurers. Recovered proceeds and legal costs would flow into the
PHERA proposed in these proceedings.

III. PROCEDURAL HISTORY
On July 15, 2016, PGE made three filings accomparied by testimony and exhibits.

First, in docket UP 344, PGE seeks authorization to restore and enhance a parcel within
Portland Harbor and monetize the resulting environmental credits (Harborton Restoration
Project) for the benefit of ratepayers. This includes a request to (a) place a deed
restriction on 62 acres of utility property, which is expected to become a conservation
easement after 10 yeérs and (b) sell the DSAY credits generated from the project to other
parties who have been assessed NRD liability.

PGE projects that DSAY sales from the project will be sufficient to offset the company’s
entire assessed NRD liability as well as a significant amount of its EPA environmental
remediation liability. PGE reports that it has been coordinating with the Portland Harbor
Natural Resource Trustee Council on developing the project and has a preliminary
estimate from the Trustees of the DSAY credits the project will generate. The Trustees
are limiting the number of authorized DSAY-generating projects to match the expected
total demand for DSAYs.

PGE asserts there is a benefit to being early to market DSAY credits and has already
completed much preliminary work. PGE reports in its initial filing that, as of May 31,
2016, it had spent over $2.2 million on design and permitting work and expected to
finalize all design, engineering, and permitting plans, sign the final agreement, complete
initial DSAY marketing, and prepare the site for construction during the remainder of
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2016, PGE states that before it can proceed to the final Stage of the project it requires our
authorization to place a deed restriction on the utility property and sell the DSAY credits.

Second, in docket UE 311, PGE proposes an environmental rate schedule with an
automatic adjustment clause.! Under this Portland Harbor Environmental Remediation
Account (PHERA), PGE will begin tracking expenditures and revenues associated with
environmental remediation of Portland Harbor and Downtown Reach and the proposed
Harborton Restoration Project.

Third, in docket UM 1789, PGE seeks approval of a deferred account to track
environmental-related costs and revenues for rate treatment according to the conditions of
the PHERA. PGE seeks the account under ORS 757.259(2)(e), which allows us to
authorize deferral of expenses or revenues for later incorporation in rates to minimize the
frequency of rate changes or the fluctuation of rate levels or to match appropriately the
costs borne by and benefits received by ratepayers.

We consolidated these three dockets, finding them interrelated. On August 9, 2016, we
suspended Advice No. 16-11 for investigation under ORS 757.210 and ORS 757.2152
Staff, CUB, and ICNU each filed reply testimony on September 30, 2016, providing
analysis and suggestions on a number of issues.

On October 10, 2016, we held a workshop, during which PGE provided a presentation on
the factual and technical specifications of its applications and responded to our questions,
Other parties we also given the opportunity to discuss their positions.

Following a settlement conference on October 11, 2016, the parties entered into a
stipulation that settles all issues in these consolidated dockets. On November 18, 2016,
PGE submitted the stipulation, a revised Advice No. 16-11 that incorporates the changes
and terms specified m the stipulation, and joint supportimg testimony of PGE, Staff, and
ICNU. On November 23, 2016, CUB filed individual testitnony in support of the
stipulation, but indicated reservations on several issues. On December 16, 2016, PGE
filed a corrected stipulation and errata to its joint testimony after discovering inadvertent
omissions in the original stipulation and joint testimony. The corrected stipulation is
attached to this order as Appendix A.

On January 20, 2017, we held oral arguments in these proceedings to elicit additional
explanatory information from the parties regarding the meaning of the stipulation and
how it serves the public interest. Counsel for PGE, Staff, CUB, and ICNU explained
their understanding of key elements of the stipulation, including the Commission’s ability

' ORS 757.210(1)(b) defines “automatic adjustment clause” as a provision of a rate schedule that provides
for rate increases or decreases without prior hearing, reflecting increases or decreases In utility costs, taxes,
or revenues, and that is subject to Commission review at least every two years.

*In Order No. 17-056 we extended the suspension for an additional period not exceeding three months
under ORS 757.215(1).
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to review and revise the PHHERA mechanism and the reasons for adopting a cost recovery
mechanism at this early stage in the environmental remediation process.

IV.  STIPULATION

In the stipulation, the parties agree that PGE’s three applications in these dockets should
be granted subject to certain changes and terms set forth in the stipulation,

The parties all support the stipulation and agree that it is a compromise that resolves all
issues in the three applications.

They further agree, however, that our adoption of the stipulation does not create
controlling precedent to be applied in any docket or issue in the future and that a party’s
agreement to the stipulation does not mean the party agrees that environmental
remediation should be assumed to be a customer responsibility.

In their respective supporting testimony and at oral argument, Staff, CUB, and ICNU
emphasize that they support the stipulation as a whole and not necessarily each provision
in isolation. They believe the stipulation will move the Harborton Restoration Project
forward to the benefit of ratepayers and note that PGE has agreed to hold customers
harmless for development costs. Although they have reservations about the PHERA
mechanism and its design, they view the stipulation as providing flexibility to properly
review and revise this mechanism in the future.

Below is a summary of the agreements in the stipulation.

A. Property Sale

The parties agrec that PGE’s application in docket UP 344, secking authorization to place
a deed restriction on the Harborton property and sell DSAY credits created by the project,
should be granted subject to the following condition: PGE will not be entitled to recover
any Harborton Restoration Project development costs, currently estimated at $10-12
million, to the extent those costs exceed PGE’s DSAY revenues.

B. New Schedule 149

The parties agree that the Commission should approve PGE’s new rate Schedule 149
subject to the terms and conditions specified in the stipulation. The schedule will be
implemented as an automatic adjustment clause, the PHERA mechanism.

The PHERA is designed to allow for offsetting of cleanup, remediation costs, insurance
proceeds, and DSAY revenues over the life of the Harborton Restoration Project and the
expected remediation period. Since $3.56 million is already in base rates for

environmental remediation activities in Portland Harbor and Downtown Reach, and this
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amount will be credited to the PHERA as monthly revenue ($0.2967 million each
month), prices for Schedule 149 are initially set at zero.

PGE does not know at this time whether there will be surplus funds or whether it will
request to collect funds from customers. PGE states in its initial filing that on June 15
each year it will file a letter with the Commission indicating whether it expects to change
the Schedule 149 rate on the following January 1 and, if so, will provide information
regarding the proposed change by November 15.

The key components of the stipulation relating to Schedule 149 are summarized below:
1. The PHERA Mechanism
The PHERA will track the following costs and revenues:

Harborton Restoration Project Development Costs: These costs include
development, construction, and permitting costs, costs paid to the Portland Harbor
Natural Resource Trustee Council, and future termination costs should the project be
terminated. PGE estimates the total Harborton Restoration Project development costs
will be $10-12 million for the life of the project (assumed to be 2028).

Environmental Remediation Costs (ERC): These costs comprise (1) all costs that
PGE incurs for natural resource damages and environmental remediation activities in
connection with Portland Harbor and Downtown Reach sites that the Commission
finds are eligible for inclusion and (2) Harborton Restoration Project operation and
maintenance costs, which PGE estimates at $1-2 million total for the life of the
project, and potential endowment costs to outsource monitoring and maintenance of
the project after 10 years to a non-profit agency, which PGE estimates at $1.5 million.

Environmental Remediation Revenues (ERR): These revenues include insurance
proceeds, DSAY revenues net of prudent Harborton Restoration Project development
costs, the $3.56 million in base rates for environmental remediation in Portland Harbor
and Downtown Reach, Schedule 149 revenue, and accumulated interest.

The PHERA consists of two separate accounts, the PHERA Annual Account and the
PHERA Balancing Account. Amounts are first tracked in the annual account and then
amortized within the balancing account and subject to collection or refund through the
PHERA, as further described below.

a. PHERA Annual Account

Harborton Restoration Project development costs, ERC, and ERR incurred or received in
a year are first tracked in the PHERA Annual Account. The $3.56 million currently in
base rates for environmental remediation in Portland Harbor and Downtown Reach is
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credited monthly to this account in the amount of $0.2967 million. Amounts accrue
interest at PGE’s authorized rate of return.

Annually, each year’s Harborton Restoration Project development costs, ERC, and ERR
are subject to a prudence review. By March 15, 2017, and each year thereafter, PGE will
submit a prudence review filing that includes a report of all activity associated with the
Harborton Restoration Project, ERC, and ERR recorded in the PHERA Annual Account
that year. Within 120 days of this filing, Staff will submit a report to the Commission
recommending which amounts should be deemed prudent.’ Other parties may perform
their own prudence review and request further information from PGE. Staff will request
an expedited order regarding the costs and revenues that it recommends as prudent; other
costs and revenues where prudence is disputed will be resolved pursuant to a separate
procedural schedule.

Before being transferred to the PHERA Balancing Account, the first $6 million of
prudently-incurred ERC are exempt from an earnings test, but amounts exceeding $6
million are subject to an earnings test. ERC exceeding $6 million will be reduced by any

earnings above PGE’s authorized return on equity approved in the most recent general
rate case. This earnings test is applied after the results of PGE’s Power Cost Adjustment
Mechanism are taken into account for that year. The parties agree that Harborton
Restoration Project development costs will not be subject to the earmngs test applied to
ERC.

b. PHERA Balancing Account

Following application of the prudence and earnings tests, remaining amounts in the
PHERA Annual Account transfer to the PHERA Balancing Account. Revenues and costs
transfer and are allocated across future years as outlined below. '

The Annual Allocated Revenue (AAR) for a given year is the sum of insurance proceeds
for Portland Harbor and Downtown Reach, DSAY revenues net of Harborton Restoration
Project development costs, the $3.56 million in rates for environmental remediation
activities in Portland Harbor and Downtown Reach, Schedule 149 revenue, accumulated
interest, and AAR balances carried forward.

These revenue amounts are allocated as follows when transferring to the Balancing
Account:

» Insurance proceeds are equally allocated across the remaining expected project
life. Proceeds are not netted against Harborton Restoration Project development

cOslts,

3 Staffs review of PGE’s annual filing of costs, revenues, and activities is limited to 120 days. As
discussed in Part B.2 below, however, Staff and parties’ historical review to determine whether a particular
site was prudently used in the service of customers is not limited to any set number of days.

7
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» Harborton Restoration Project development costs are netted against total DSAY
revenues received that year. Any remaining DSAY revenue for that year is
allocated across the remaining expected project life.

s Other ERR components—the $3.56 million in base rates for environmental
remediation activities in Portland Harbor and Downtown Reach, Schedule 149
tariff revenue, and accumulated interest—are allocated in full to the year in
which they are received.

ERC and any Harborton Restoration Project development costs remaining after netting
DSAY revenues are then offset by that year’s AAR.

e I ERC and Harborton Restoration Project development costs remain after netting
with that year’s AAR, they are allocated across the following five years in the
Balancing Account.

o [fERC and Harborton Restoration Project development costs are less than that
year’'s AAR, then the positive remaining AAR" balance will offset accumulated
ERC and Harborton Restoration Project development costs in the Balancing
Account that were allocated to that year (in previous years). Any remaining AAR
balance is then carried forward as an addition to the next year’s AAR.

Amounts in the PHERA Balancing Account accrue interest at the average of the five-year
U.S. Treasury rate plus 100 basis points (PURE Rate).

2. Defined List of Properties

In Appendix A to the stipulation, PGE identifies all individual sites that may be subject to
NRD or EPA liability. These are the only sites potentially eligible for inclusion in the
PHERA.

Before any site may be included in the PHERA, PGE, Staff, and parties will complete a
historical review to determine whether the site was prudently used in the service of
customers. This process will work as follows: Once PGE is assessed liability for a
particular site by the Portland Harbor Natural Resource Trustee Council or EPA, PGE
will review whether the site was prudently used in utility operations. PGE will then
notify Staff and parties of the NRD or EPA liability assessment and the results of PGE’s
review. Staff and parties will then conduct their own review of whether the site was
appropriately categorized as utility property, prudently managed, and eligible for
recovery of remediation costs.

* The corrected stipulation contains what we interpret as an error, It states, “the positive remaining ERR
[should read AAR] balance will offset accumulated ERC and Harborton Restoration Project development
costs.” We also note that Special Condition 5 in the proposed Schedule 149 contains an error. It states,
“the remaining ARR [should read AAR] balance will be used to offset accumulated costs.”

8
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The parties agree to propose a Phase 11 of docket UE 311 for continued review of these
sites and for the annual prudence review of costs and revenues eligible for inclusion in

the PHERA.
3. Review of the PHERA Mechanism

Consistent with the requirements of ORS 757.210(b), the PHERA mechanism is subject
to review no less frequently than every two years. The parties also agree in the
stipulation that the PHERA can be subject to review when significant new information
becomes available or during a general rate case. All aspects of the mechanism are subject
to review and revision including, but not limited to, the earnings test, the exempt ERC
amount, and incentives for cost management such as sharing.

4. Contingent Environmental Liability Accruals

Only cash expenditures will be included in the PHERA Annual Account. PGE will defer,
separately track, and capitalize as a regulatory asset, contingent environmental liability
accruals. This regulatory asset will not be included in rate base and PGE will not earn a
return on the balance. The parties also agree that interest will not be accrued on
contingent environmental liability accruals.

3. Cost Functionalization

PGE will record, to the extent possible, environmental remediation assessments
separately by site so that prudent costs can be functionalized to generation, transmission,
and distribution for recovery in rates based on the historical function of the site.
Functionalized costs recoverable through Schedule 149 will be allocated to each rate
schedule according to relative use of generation, transmission, and distribution service.

0. PGE'’s Results of Operations (ROQ)

PGE’s ROO will not include the interest or accumulated deferred income taxes included
in the PHERA. Similarly, PGE will remove all other costs and revenues included in the
PHERA from the ROO. An earnings test based on the ROO, exclusive of impacts of the
PHERA, will then be used to determine the amount, if any, of deferred costs to be
transferred to the PHERA Balancing Account for that year. This approach keeps the
costs and revenues associated with environmental remediation self-contained within the
PHERA.

C. Deferral Application

The parties agree that PGE’s application in UM 1789, seeking deferral of costs and
revenues under the PHERA, should be granted subject to the terms and conditions
specified in the stipulation.
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The parties agree that the PHERA will be effective upon approval by the Commission,
however, the effective date for the eligible deferred environmental remediation costs and
revenues is July 15, 2016, the date of filing of PGE’s deferral application. Accordingly,
environmental remediation costs and revenues incurred or received after July 15, 2016
will flow into the PHERA along with any Harborton Restoration Project development
costs that have been capitalized and deferred prior to that date.

V. DISCUSSION

We have reviewed the record in this docket and find the proposed stipulation is
reasonable and in the public mterest. The stipulation should be adopted.

We find the stipulation is likely to provide benefits to customers. PGE projects the
Harborton Restoration Project will generate enough DSAY credits to offset its entire
NRD liability and a significant portion of its EPA liability—thereby reducing the amount
of environmental remediation costs to be recovered from ratepayers, Further, PGE has
agreed to hold customers harmless if project development costs unexpectedly exceed
revenues. PGE has an ongoing obligation to pursue an overall strategy of minimizing
cost to its customers. However, we agree with the parties that adopting the stipulation
provides certainty that PGE will go forward with this project to the benefit of its
customers.

We share many concerns raised by Staff, CUB, and ICNU with the PHERA mechanism
including that PGE’s potential liabilities and revenue streams remain largely
undetermined and that the design of the mechanism may need significant revision.
Despite these concerns, we are willing at this time to adopt the stipulation as a whole,
given the projected value to customers of the Harborton Restoration Project. We adopt
the stipulation with the express recognition that we retain the authority to review and
revise any element of the PHERA mechanism. Our initial approval in this order should
not be viewed as providing any precedential value to the mechanism as designed.

We expect to review and revise the PHERA mechanism at numerous points in the future.
First, we retain the right to review and revise the mechanism at any time as we deem
appropriate.” Second, as set forth in the stipulation, parties may request review of the
PHERA when significant new information becomes available or during any general rate
proceeding. If a party seeks review on grounds of sigmificant new information, we will
apply a liberal standard to ensure the stipulation is implemented consistent with the
expectations of Staff, CUB, and ICNU that the PHERA will be a flexible mechanisin.
And third, by statute, the PHERA is subject to review at least once every two years as it

* The Commission has inherent authority to reexamine the PHERA as part of our broad statutory powers.
We are statutorily required to protect customers from unjust and unreasonable rates. That duty includes the
obligation to monitor aH rates te ensure they remain just and reasonable. To this end, we may reopen the
PHERA at any time for full investigation to review and, upon a proper showing, change the mechanism.
See Multnomah County v. Davis, 35 Or App 521, 526 (1978) (citing ORS 756.040 and other statutes).

10
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contains an “automatic adjustment clause.”® If the parties do not initiate review within a
two-year period, we will initiate review on our own accord consistent with this
requirement.

To ensure that we stay apprised of relevant information going forward, we impose the
following reporting requirements:

We direct PGE to report annually to the Commission, by April 1 of each year (inclusive
of 2017) on the status of the company’s environmental remediation activities and pursuit
of available insurance proceeds. This report should include the following list of data
points in addition to other appropriate information:

« Status and amount of NRD and EPA liability assessments
» Status of individual site assessments
« Status of allocating costs among PRPs
» Legal developments relating to insurance proceeds and total amount received
» Harborton Restoration Project updates including:
o Actual cost of project versus estimated cost
o Status of DSAY marketing and sales
o Status of property deed transfer
o Other project-related activities

We further direct PGE to provide quarterly updates to Staff, CUB, and ICNU (each
March, June, September, and December) on relevant new information relating to PGE’s
environmental remediation activities and insurance litigation. These updates should
include all new information relating to the data points listed above along with any
additional information reasonably requested by the parties. The first report is due by the
end of March 2017.

V1. ORDER
IT IS ORDERED THAT:

1. The stipulation between Portland General Electric Company, Staff of the Public
Utility Commission of Oregon, the Oregon Citizens” Utility Board, and the
Industrial Customers of Northwest Utilities, attached as Appendix A, is adopted.

2. Portland General Electric Company’s application for approval to create and sell
Discounted Service Acre Year credits generated by the Harborton Restoration
Project and make certain changes in the status of PGE’s Harborton property, due
to placing a deed restriction on the property, is granted subject to the terms and
conditions specified in the stipulation.

¢ As defined in ORS 757.210(1).
11
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3. Portland General Electric Company is directed to file tariff Schedule 149
consistent with the stipulation to be effective as of the date of this order.

4. Portland General Electric Company’s request for authorization to defer for later
rate-making treatment certain expenses associated with the Portland Harbor
construction, environmental permitting and design, and legal expenses caused by
pursuing historical insurers, is granted subject to the terms and conditions
specified in the stipulation.

= Portland General Electric Company shall file annual updates with the
Commission, and quarterly updates with Staff, the Oregon Citizens’ Utility
Board, and the Industrial Customers of Northwest Utilities, on relevant new
information relating to PGE’s environmental remediation activities and insurance
litigation. |

MAR 0 2 2017

Made, entered, and effective

/s DR @Aﬁw

Lisa D. Hardie J ohn Savage(/
Chair =

Stephen M. Bloom
Commissioner

A party may request rehearing or reconsideration of this order under 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 860-001-0720. A copy of the request must also be served on each party to the
proceedings as provided in OAR 860-001-0180(2). A party may appeal this order by filing
a petition for review with the Court of Appeals in compliance with ORS 183.480 through
183.484.

12
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BEFORE THE PUBLIC UTILITY COMMISSION.

OF OREGON

UM 1789, UE 311, UP 344
In the Matte’r of

PORTLAND GENERAL ELECTRIC
COMPANY,

Application to Defer Revenues and Costs CORRECTED STIPULATION
Related to the Environmental Remediation : '
Costs Recovery Adjustment,

- Schedule 149 : (UM 1789);
Schedule 149, Environmental Remediation
Costs Recovery Adjustinent (UE 311);

_and '

Application for Approval of Sale of Harborton
Restoration Project Property (UP 344),

This Stipulation (“Stipulation”) is among Portland General Electric Coﬁlpany (“PGE"),
Staff of the Public Utility Commission of Oregon (“Staff”), the Citizené’ Utility Board of
| Oregon, (“CUB™) and the Industrial Customers of Nofthwest Utilities (“1ICNU™) (collectively,
the “Parties™). There are no other parties in this docket. |

. BACKGROUND

On July 15, 2016, PGE made three filings:

(1) Advice No. 16-11, Schedule 149, (docketed as UE 311), seéking adoption of PGE’s
proposed Portland Harbor Environmental Remediation Account (“PHERA™);

(2) Application for Deferral of Revenues and Costs eligible for inclusion in the PHERA

(docketed as UM 1789), secking deferral of costs and revenues under the PHERA; and

PAGE 1-UM 1789/ UE 311/ UP 344 CORRECTED STIPULATION

APPENDIX A
Page 1 of 42




oroerNo. 37 07 1

3) Aﬁplication for Sale of Harborton Restoration Project Property (docketed as UP
344), sceking authorization to place a deed restriction on the Harborton property for the purpose-
of restoring and enhancing approximately 62 acres of the overall property (the “Harborton
Restoration Project™), and apptoval for PGE to sell Discount Service Acre Year (“DSAY™)
credits that-will be created by the Harborton Restoration Project. PGE’s applications in Docket
Nos. UE 311, UM 1789, and UP 344. are collectively referred to herein as the “Applications” and
individually as. an “Application.”

PGE’s UE 311 Application. included testimony and wo;l( papers in support of its filing.
On July 18, 2016% the Commission consbiidated these three dockets. Staff and intervening
parties subsequently served a significant number of data requests on PGE, and PGE provided
responses. Several workéhops were held with the parties prior to PGE’s Applications, and more
workshops were held éfter the Applications were filed. Staff, CUB, and ICNU each filed
testimony’ in these consolidated dockets on September 30, 2016. On Octdber 10, 2016, a
workshop was held with the Commissioners, during-which PGE responded to quéstions from the
Commissioners. The other Parties also discussed their testimony regarding these Applications.

The Parties held a Settlement Conference on October 11, 20176. As aresult of the
Applications, testimony, discovery responses, and workshops, the Parties have reached
agreement settling rall issues in these consolidated dockefs. The Parties agree that PGE’s
Applications in each of the consolidated dockets should be granted, subject to the changes and
terms set forth below. Based on the information and estimates regarding expected DSAY
revenues and Harborton Restoration Project costs provided by PGE, the Parties requeSt that the
Commission issue an order adopting this Stipulation. The Parties note that Commission adoption

of this Stipulation does not create any controlling precedent to be applied in any docket or issue

PAGE 2 -UM 1789/ UE 311/ UP 344 CORRECTED STIPULATION

APPENDIX A
Page 2 of 42
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before the Commission in the future. The Parties reserve the right to explain the rationale behind
individual support of this Stipulatien in the supporting testimony.
| 11. TERMS OF .ST TPULATION

1. This Stipulation settles all issues in these consolidated dockets.

2. . Should a dispute i‘egarding.the terms and special conditions of the PHERA and
recovery of applicable environmental remediation costs arise, the “If. Terms of Stipulation™ and
subsequent Commission Order shall control over _fhe revised Schedule 149 submitted herewith as
Appendix B. |

3. The PHERA would be effective upon approval by the Commission; however, the
effective date for the eligible deferred environmental 1'emed‘iation costs and revenues would be
Jﬁly' 15, 2016, the date of the filing of PGE’s deferral Application. Such deferred costs and
revenues will flow into the PHERA. |

4.  The PHERA shall hold Environmental Remediation Costs (“ERC”),
Environmentat Remediation Revenues (“ERR”), and costs incurred to develop the .Harbor'ton
Restﬂoretion Project. ;—Iarborton Restorétion Pl"()j ect development costs include all co sts _
associated with the Harborton Restoration Project development, including but not limited to,
deferred costs incurred as of the filing date of the Deferral Applicatioh, development and
construction eosts, permitting costls, costs paid to Trustees for participation in the NRD
restoratilon project, and future termination-related costs if applicable. Harborton Restoration
i’rojeet development costs do not include Harborton Restoration Project O&M costs or potential
Harborton Restoration Project endemnent costs.

3. ERC is defined to include all costs PGE incurs, exclusive of Harborton

Restoration Project development costs, for natural resource damages and environmental

PAGE 3 - UM 1789 / UE 311/ UP 344 CORRECTED STIPULATION

APPENDIX A
Page 3 of 42




oroprvo, 17 071 7

remediation activities in connection with the specific Portland Harbor Superfund Sites (“Portland
Harbor”) and Downtown Reach sites listed in Appendix A, should they be assessed NRD and/or
EPA damages, as well as Harborton Restoration Project O&M costs and endowment costs.

6. ERR is defined as: (1) DSAY revenues net of Iﬁrudent Harboerton Restoration
P:rojed development costs; (2) insﬁrance procéeds; (3) the amount included in base rates for
environmental remediation activities at Portland Harbor or Downtown Reach; (4) the
Schedule 149 tariff revenue; and (5) interest.

7. The PHERA will consist of an annual account (the “PHERA Annual Account™)
and a Balanéing account (the “PHERA Baléncing Account™. The PHERA Annual Account shall
hold only incurred and paid ERC and Harborton Restoration Project development costs, and
received ERR, until completion of the prudence review identified in Paragraph 9. Following
completion of the prudence review, the ERC, ERR, and remaining Harborton Restoration Project
developmeﬂt costs found -prudent by the Commission will be transferred to the PHERA
Balancing Account, subject to thel applicable terms below.

8. The Parties égree that $3.56 million per year was included in base rates for
environmental remediation-related activities in the Portland Harbor and Downtown Reach in
PGE’s last general rate case. That annual amount will be credited to the PHERA Annual -
Account én a monthly basis, in the amount of $0.2967 million, unﬁl PGE’s next general rate case
when the appropriate amount to be included in rates, if any, will be re-examined. The monthly
credits and costs will be, g_inﬁ] uly_ 15,2016, ﬂl,?; _date of PGE’s deferral Appligation,i
Correspondingly, ERC, Harborton Res‘;oration-Pr;)jéét dévél;)pmeﬁf costs, and other ERR will

also be included in the PHERA Annual Account as expended or received as the case may be.

' For the month of July 2016, a prorated amount of $0.1627 million shall be credited to the PHERA.
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9. Harborton Restoration Project development costs, ERC and ERR included in the
PHERA Annual Account are subject to a prudence review.

a. By March 15, 2017, and each year thereafter, PGE will request that Staff
1'eview and detelmine prudence of Harborton Restoration Project development
costs, ERC, and ERR for the prior calendar year. Any other Party to this
Stipulation may perform its OM prudence reviev;f and request information
from PGE related to Harborton Restoration Project development costs, ERC,
and ERR pertinent to-such review.

b. PGE’s filing to request prudence review will include a report of all activity

associated with Harborton Restoration Project :development costs, ERC, and 7
ERR 1‘ecordedrin the PHERA Annual Account. Only cash expenditures will . : |
be included in the PHERA Annual Account for recovery under the PHERA
mechanism. PGE shall defer, separately track, and capitalize as a regulatory
asset, contingenf environmental liability accruals. This regulatory asset shall
not be included in rate basé and PGE lshall not earn a return on the balance.

c. Staff and other Parties shall coﬁlplete the prudence review and Staff shall
submit its report and recommendation to the Commission within 120 days of
its submittal. However, a Commission order as to prudence does not need to’
be issued within the 120 days. For the costs and revenues that Staff
;‘ecommends be deemed prudent in its report, Staff will request that a
Commission order be issued as .expeditiously as possible; however, costs and
revenues that Staff and/or other Parties disagree as to prudency will be

resolved pursuant to a separate procedural schedule.
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10.  Costs included in the PHERA Annual Ac'coﬁnt that have been detennincd to be
prudent in accordance with the terms Qf Paragraph 9 shall be subject to an earnings test. The
earnings test is specified as follows: |

a. A fixed $6.0 million éach year in ERC is not ;ubject to‘the eafnings fest.

b. Harborton Restoration Project develbpment costs, currcntly es_timéted at $10-
$12 million, are not subject to the earnings test.

c. ITERC in any year exceeds $6.0 million, then the balance in excess of $6
million will first be reduced by any earnings above. PGE’s Return on Equity
authorized by the Commission in PGE’s most recent general rate case. |

d. The earnings test will be applied after the Power Cost Adjﬁstment Mechanism
earnings test.r |

11, Interest will be calculated as follows:

a. The pre-tax balances in the PHERA Annual Account that have not been
deemed prudent by Commission order shall accrue interest at the authorized
rate of return approved in PGE’s most recent general rate case. This balance
includes the annual $3.56 million credited on a monthly .basis ($0.2967 per
month) to the Annual Account from base rates until otherwise édjusted by the
Commission. In other words, the $3.56 million wili éccrue interest at PGE’s
authorized rate of return until that corresponding year’s Harborton Restoration
Project development costs, ERC, and ERR are deemed prudent by
Commission order.

b. ERC, ERR, and Harborton Restoration Project. development costs in the

PHERA Annual Account that have subsequently been reviewed for prudency
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and deemed prudent by the Commission, will be transferred, consistent with
Commission order, to the PHHERA Balancing Account and will accrue interest
at the average of the five-year U.S. Treasury rate plus 100 basis points (the
“PURE Rate”). The PURE Rate will be updated annually and included in
_Staﬁ’ s report to the Commission on the prudence of Harborton Restoration
Project development costs, ERC, and ERR.

c. Interest will be transfen‘ed to the PHERA Balancing Account following
‘prudence review and the earnings test, and not allocated across the remaining
life of the projecf. | |

d. Interest will not be accrued on contingent environmental liability accruals,

e. Interest shall be calculated on the incurred and paid pre-tax regulatory asset
and regulatory liability balances.

12. Transfer, allocation, and carry over of prudent costs and révenues from the

PHERA Annual Account to the PHERA Balancing Account. -

‘a. Harborton Restoration Project development -costs‘ are netted against total
DSAY revenues received for that year. Then any remaining DSAY revenue
for that year is equally allocated across the 1‘emainihg expected projéct life,

inclusive of the year in which they are received. Harborton Restoration

Project development costs incurred before PGE has received its first year of
DSAY revenues may be netted against those first year of DSAY revenues,
with any excess Harborton Restoration development costs carried forward in

accordance with the terms of the PHERA mechanism.

PAGE 7 - UM 1789 / UE 311 / UP 344 CORRECTED STIPULATION

APPENDIX A
Page 7 of 42




ororrnol 7 07 ‘5

b. Insurance proceeds are equally-allocated actoss the remaining expected
project life, inciusive of the year in which they are received, and are not netted
against Harborton Restoration Project development costs.

c. Current expected project life is through 2028.

d. The Parties support that the Commission, in the review process discussed in
Paragraph 17, may revise the expected project life, as appropriatg', on a going-
forward basis. However, ERRs that have already been allocated based on a
previously assumed project life will not then be re-allocated based on an
updated expecfed project life.

e. The remaining ERR components, which include the amount included in base
rates for environmental remediation activities at Portland Harbor and

- Downtown. Reach, the Schedule149 tariff revenﬁe,—_and interest, are allocated
in full to the year in which they are received (in other words, are not épread
across the 1'eméining expected project life).

f.  Annual Allocated Revenue (“AAR”) is the sum of: (1) insurance proceeds
associated with Portland Harbor and Downtown Reach that are equally
allocated across the remaining expected project life, inclusive of fhe year in
which they are received; (2) $3.56 million currently in basé rates, subject to
adjustment by the Commission; (3) AAR balances carried fo-rward; 4y
accumulated interest; (5) DSAY revenues net of Harborton Restoration
Project development costs that are then equally allocated across the remaining
expected project life, inclusive of the year in which they aie received; and (6)

the Schedule 149 tariff revenue.
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g. After reducing the annual ERC balance in the PHER A Annual Account by
any overearnings, as provided in Paragraph 10, any remaining ERC and
Harborton Restoration Project development costs are offset by that year’s
AAR.

i. IfERC and Harborton Réstoration Project costé remain, they are
equally allocated acfoss fhe following five years in the Balancing
Account, and are not subject to an additional carnings test.

ii. However, if ERC (after being reduced by any overear'rﬁngs if ERC is
above $6 million) and Harborton Restoration Project develoi)ment
costs in the PHERA Annual Account are less than that year’'s AAR,

- then the positive remaining ERR balance will offset accumulated
ERC and Harborton Restoration Project development costs in the
PHERA Balancing Acéount that were allocated to that year. Any.
remaiﬁng balance is carried forward as an addition to the next year’s
AAR in the PHERA Balancing Accoﬁnt.

13. The Parties support initial prices f'or Schedule 149 be set at' Zero.

14. The Parties support approval of PGE’s Application in UP 344 subject to fhe :
following condition: If Harborton Restoration Project development costs,
currently estimated at $10-$12 million, exceed DSAY revenues, PGE will not
recover development costs from customers in excess of DSAY revenues retained
by PGE. As noted in Paragraph 4, Harborton Restoration Project development
cOsts in_clude all costs associated with Harborton Restoration Project

development, including but not limited to, costs incutred as of the date of this
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Stipulation, development and construction costs, permitting costs, costs paid to
the Trustees for participation in the NRI) restoration project, and future
termination-related costs if applicable.”

Attached to this Stipulation as Appendix A is a list of each individual property ot

 “ite” that PGE has identified as potentially subject to EPA-assessed Portland

Harbor cleanup damages and NRD damages that the Parties have agreed are the

only sites eligible for inclusion in the PHERA should damages be assessed. PGE

* has an ongoing duty to update Appendix A if current listed sites are removed from

consideralion. Once PGE is notified of its share of the Portland Harbor

“environmental costs by site (either NRD or EPA liability), PGE will evaluate each

of the identified sites as to whether the site was prudently used in utility
operations and will provide the information to the Parties. Upon receiving from
PGE- the sitels with conclusive NRD and/or EPA damage assessments, Staff and
the other Parties will commence their own review as to whether cach individﬁal
site provided ﬁtility service to customers and PGE’s actions with re gard to‘the
property were prudent and is theréfore eligible for recovery of prudently-incurred
ERC. The amount of tiine required for Staffs review of each individual site
could vary depending on the number of sites submitted and the aw-/ailabilit‘y of
historical information, and therefore is not limited to 120 days. The Partics agree
fo propose to the Commissibn that a “Phase 1I” of docket UE 311 be opened for

continued review of the sites listed in Appendix A and for the annual prudence

? In the event PGE terminates the Harborton Restoration Project, PGE, not enstomers, will be responsible for
Harborton Restoration Project development and termination costs; termination costs include, but are not limited to,
returning to the Trustee Council all DSAY credits previously reteased to PGE and reimbursing the Trustee Council
- for all costs the Trustee Council has incurred with respect to the review and approval of the Harborton Restoration
Project. See Exhibit Staff/100, Moore/16; Exhibit Staff/102, Moore/1 (PGE’s Response to Staff DR No. 1).
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review of coéts and revenues eligible for inclusion in the PHERA. Further, PGE

wilf record, to the extent possible, enviromnental remediation assessments

éeparately by site so that prudent costs can be functionalized to ger_leration;

transmission, and distribution for recovery in rates based on the historical function
~ of the site.

16. ~ Pursuant to Schedule 149 Special Condition 5, functionalized costs recoverable
thfough Schedule 149 will be allocated to each rate schedule according to relative
use of generation, distribution, and transmission service. |

17. The PHERA is subject to review no less frequently than every two years, when
significant new information becomes available, or during a general rate case. All
aspects of the mechanism are subject to review and revision, including bﬁt not
limited to, the earnings test, the exempt ERC amount, and incentives for cost
management such as sharing.

18. PGE’S Results of Operations (ROO) Will not include the interest or accumulated
deferred income taxes (ADIT) includéd in the PHERA., Similarly, PGE Wi]l
relﬁove all other éosts and revenues included in thé PHERA from the ROO. An
carnings test based on the ROQ, exclusive of impacts of the PHERA, will then be
used té determine the amount, if any, to defer for that year.

19.  Appendices B and C provide a revised Schedule 149 tariff and special conditions

consistent with this Stipulafion, in both clean (Appendix B) and red-line/strikeout

(Appendix C) format showing changes from PGE’s Application and the terms
agreed to by the Patties in this Stipulation.

20.  Agreeing to this Stipulation does not mean that a Party agrees that environmental
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remediation should be assumed to be a customer reSponsibility. _

The Parties agree that the Commission should approve the revised tariff Schedule
149, the associated deferral, and the property sale subject to the terms and
conditions specified herein. | |

The Parties 1‘ecorﬁmend and request that the Commission approve this Stipulation
as an appropriate and reasonable resolution of the issues in this docket.

The Parties agree that this Stipulation is in the public interest and will result in
fates that are fair, just'and reasonable and will meet the. 'standafd in ORS 756.040.
The Parﬁes agree that this Stipulation represents a compromise in the positions of

the Parties, Without the written consent of all Parties, evidence of conduct ar

- statements, including but not limited to term sheets or other documents created

" solely for use in settlement conferences in this docket, are confidential and not

admissible in the instant or any subsequent proceeding, unless independenﬂy

discoverable or offered for other pu1posés allowed under ORS 40.190.

The Parties have ne gotiated this Stipulation as an integrated document. If the
Commission rejects all or any material part of this Stipulation, or adds any .
material condition to any final order that is not consistent with this Stipulation,
each Party reserves its right: (i) to withdraw from the Stipﬁlation, upon written
notice to the Commission and the other Parties within five (5)‘ business days of
service of the final order that 1‘ejects this Stipulation, in whole or material part, or
adds such material condition; (ii) pursuant to OAR 860-001-0350(9), to present
evidence and argument on the record in support of the Stipulation, including the

right to cross-examine witnesses, introduce evidence as deemed appropriate to
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respond fully to issues presented, and raise issues that are incorporated in the
settlements embodied in this Stipulation; and (iii) pursuant to ORS 756,561 and
OAR 860-001-0720, to seek 1'ehearingl or reconsideration, or pu:rsuanf to ORS

75 6.610 to appeai fhe Comumission order. Noth'mgr in this paragraph provides any
Pérty the right to withdraw from this Stipulation as a result of the Commission’s
resolution of issues that this Sﬁpulatibn does not resolve.

This Stipulation will be offeréd into the record in this proceeding as evidence
pursuant to OAR 860-001-0350(7). The Parties agree to support this Stipulation
throughout this proceeding and in any appeal, provide witnesses to support this
Stipulation (if speciﬁcaliy required by the Commission), and recommend that the
Commission issue an order adopting the settlements contained herein. By
entéring into this Stipulation, no Party shall be deemed to have approved,
admitted or consented to the facts, principles, methods or theories eniployed by

any other Parly in arriving at the terms of this 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.
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.
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Ly
DATED this /" day of December, 2016.

t/

o //" o '

D) A

7 /DOUG TINGEY
PORTLAND GENERAL ELECTRIC

S COMPANY

KAYLIE KLEIN
STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

MIKE GOETZ
CITIZENS’ UTILITY BOARD
OF OREGON

TYLER C. PEPPLE
INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES
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DATED this day of December, 2016,

DOUG TINGEY
PORTLAND GENERAL ELECTRIC
COMPANY

/(\/-ﬁm( i /‘( /r Oi,

" KAYLIE KLEIN
STATF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

MIKE GOETZ
CITIZENS’ UTILITY BOARD
OF OREGON

TYLER C. PEPPLE
INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES
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DATED this 14th day of December, 2016.

DOUG TINGEY
PORTLAND GENERAL ELECTRIC
COMPANY

KAYLIE KLEIN
STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

,50(/,/ {4 Acg
MIKE GOETZ

CITIZENS® UTILITY BOARD
OF OREGON

T TYLER C. PEPPLE
INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES -
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DATED this | Y day of December, 2016.

_ DOUG TINGEY
PORTLAND GENERAL ELECTRIC
COMPANY

, KAYLIE KLEIN
STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON -

MIKE GOETZ
CITTZENS’ UTILITY BOARD
OF OREGON

; TYLERG. PEPPLE
INDUSTRIAL CUSTOMERS OF
NORTHWEST UTILITIES
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. Pordand Harbor or Current/Former
s ) Hiver Mil -
P'GE Facility Name Bown Town Reach iver Mile PGE Property Facifity Type
Harborton Harbor 3.2 Current Substation
Rivergate North & South Harbor 3.7 Current Substation
Linnton Substation Harbor 5 Former Substation
Istorical P 8524 N
Historical Property (v}, Harbor 6.3 Former General Operations
Crawford 5t
Wacker Substation Harbor 6.5 Current Substation
Pennwalt North & South Harhor 7.1 Former Substation
Willbridge Substation Harbor 7.2 Current Substation
Station N Harbor 7.5 Former Power Plant
Historical Property {Ix}, Waterfront
parcel adjacent to 6400 NW Front - Harbor 8.2 Former General Operations
Avenue
Yeon Harbor 83 Former Distribution
Swan Island Substation Harbor 9.3 Current Substation
ical P i), 3710 NW
Historical Property {vii) Harhor 9.7 Former General Opesations
Front Ave.
storleal Property {vi}, 2737 NW
Histor perty {1 Harbor 9.7 Former General Operations
Nela St.
2700 NW Front Harbor 10.5 Former Pipeline
Station E East Harbor 10.5 Current Power Plant
Statlon E West Harbor 10.5 Ctirrant Substation
— Y N Loms
Historical Property (xii), N Loring Harbor 11.2 Former Power Flant
and §-Randolph
Historical Property (xif}, 1362-1462
Harb 11.3
NW Natio Py arhor Former Power Plant
Knott Substation Harbor 115 Former Substation
Historicat Property [xv), SW 1st bTR 12.3 Former Prant held for future
Avenue and Ash St usa
istorical P 1), SW 1st
Historical Praperty () and DTR 127 Former General Operations
Alder 5t
d 26 SW Sal
World Trade Center, almon DTR 12.9 Current Generat Operations
Street
Historical Property {xiv}, SE Maln
¥ 2, -
and SE Water St TR 129 Former Power Plant
ical Pre i}, 101 5W
Historica| Praperty (i, DIR 12.9 Former General Operations
Maln Street
Hawthorne Building, 1510 S5 oI 131 Former Mainter‘lance and
Water Avenue Rapair Shop
S jor, SW Jeff
Jefferson Substatior, SW Jefferson DTR 131 Former Substation
Street . .
Historical Property {i}, SE Market
DTR. . i
-and Clay Waterfront 13.2 Former Ra;_lwav
Historical Proparty (), Substatisn
at SW Montgomery Street and SW DTR 13.2 Former Substation
Water Avenue
.5
Riverplace Pros:;;ies W Harbor DTR 13.2 Former Non-Utlity Property
Historical Property {iv), 1626 and
DTR 133 Fi 2
1800 SE Water Avenue armer ower Plant
Stephens Substation, 1830 SE
Ephens Substatian, DTR 13.4 Current Substation
Water Avenue
Station L, SE Market Street DR 13.5 Former Power Plant
Historical P ty (li), 2611 SE
storical Property (i DTR 13.8 Former Distribution
Fourth Avenue
Oaks B s d
aks Bottom, SE Sellwao DTR 5.5 Former Distribution
Boulevard
Springwater Carridor DTR 15.5. Current Bistribution
ew Substatlon, 600 S :
Riverview Substatlon, 600 SW DTR 16.2 Current Substation
Taylors Ferry Road
i jii), 7568 SW ’
Historical Property (Wi}, 7. DR 162 Formar Plant held for future
La View Priva use
Historical P 1}, 8240 SW
istorical Property (xvi, DTR 16.5 Former Substation
Macadam
Distribution Network Transformers|  Harbor and DTR 1-16.5 Current Distribution
Spills Harbor and DTR - 1-165 Current Spiils
APPENDIX A
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Portland General Electric Company
P.U.C. Oregon No. E-18 7 Original Sheet No. 149-1

SCHEDULE 149
ENVIRONMENTAL REMEDIATION COST RECOVERY ADJUSTMENT
AUTOMATIC ADJUSTMENT CLAUSE

PURPOSE

This Schedule recovers the costs and revenues associated with the Portland Harbor Superfund
site (“Portland Harbor”), the Natural Resource Damage obligation, the Downtown Reach
portions of the Willamette River, and the Harborton Restoration Project. This adjustment
schedule is implemented as an automatic adjustment clause as provided under ORS 757.210.

AVAILABLE _

in laEE territory served by Portland Generatl Electric Company ("PGE").
APPLICABLE | |

To all Schedules.

ANNUAL ACCOUNT & BALANCING ACCOUNT

By Order No. XX-XXX, the Commission approved a deferral of environmental-related costs and
revenues, effective July 15, 2016, that flow into the Portland Harbor Environmental Remediation
Account (“PHERA"), The PHERA Annual Account records Environmental Remediation Costs
(“ERC”), the costs of developing the Harborton Restoration Project, and Environmental
Remediation Revenues ("ERR”). The balance in the Annual Account that has not been
reviewed by the Commission for prudence shall accrue interest at the authorized rate of return
approved in PGE's most recent general rate case. Costs and revenues in the Annual Account
-that have been reviewed for prudency and remain following the earnings test will be transferred
to the PHERA Balancing Account and will accrue interest at the average of the five-year U.S.
Treasury rate plus 100 basis points (the "PURE Rate™).

EARNINGS TEST

Subject to the conditions stated below, the recovery from customers of certain ERC is subject
to an earnings review and test for the year that the costs were paid. Following a prudence
review, PGE will be allowed to place prudent expenses and proceeds into the Balancing
Account to the extent that PGE's Actual Regulated Return on Equity {"ROE") does not exceed
its ROE authorized by the Commission in PGE's most recent general rate case. A fixed $6.0
million each year in ERC and Harborton Restoration Project development costs, currently
estimated at $10-$12 million, are not subject to the earnings test. Proceeds from insurance
companies and DSAY ('Discount Service Acre Year”) sales will not be subject to an earnings
review, but will be subject to a prudency review.

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lebdel, Senior Vice President upon Commission Order
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Portland General Electric Company 7
P.U.C. Oregon No. E-18 Original Sheet No. 149-2

SCHEDULE 149 (Continued)
DEFINITIONS

Annual Allocated Revenue (“AAR”)

The Annual Allocated Revenue is the sum of annual revenue from this Tariff plus DSAY
revenues {(net of prudent Harborton Restoration Project development costs), insurance
proceeds, $3.56 million currently in base rates (subject to revision by the Commission), AAR
balances carried forward, and accumulated interest. The $3.56 million per year currenily in
base rates will be credited fo the PHERA Annual Account on a monthly basis, in the amount of
$0.2967 million, until PGE’s next general rate case when the appropriate amount to be included
in rates, if any, will be re-examined. For the month of July 2018, a prorated amount of $0.1627
million shall be credited to the PHERA Annual Account. The amount of insurance proceeds
and net DSAY revenues to be inciuded in the AAR is calculated as total proceeds divided by the
expected remaining life of the projects, inclusive of the year in which they are received (so that
such proceeds are equally alloeated). The initial assumption is that the remaining life is through
2028, and may be revised by the Commission (on a going-forward basis} in any subsequent
Commission review process.

Downtown Reach

The segment of the Willamette River between River Miles 12 and 16 is known as the
“Downtown Reach.”

DSAY

Discount Service Acre Year ("DSAY") obiigatlons or credits measure damage or mitigation to
natural resources.

Advice No. 16-11 ,
Issued July 15, 2016 , Effective for service
James F. Lobdell, Senior Vice PresidentA PPENDIX A upon Commission Crder
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Portland General Electric Company
P.U.C. Cregon No, E-18 , Original Sheet No, 149-3

SCHEDULE 149 (Continued)

DEFINITIONS (Continued)

Environmental Remediation Costs (“ERC”}

Environmental Remediation Costs are costs related to remediation of the Portland Harbor and
Downtown Reach sites that include, but are not limited to, the design, permitting, construction,
on-going monitoring, and trustee financial requirements necessary for habitat restoration
development, investigation, testing, sampling, monitoring, removal, disposal, storage,
remediation, or other treatment of residues, litigation costs/expenses or other liabifities, disposal
sites, sites that otherwise contain contamination that requires remediation for which PGE is
responSIble or sites to which material may have migrated; the Natural Resource Damage
obligation; Harborton Restoration Project O&M and endowment costs; and costs related to
pursuing insurance recoveries. ERC do not include Harborton Restoration Project development
costs, which include, but are not limited to, costs incurred as of the date of the UM 1789
Stipulation, development and construction costs, permitting costs, costs paid to the Trustees for
participation in the NRD restoration project, and future termination-related costs if applicable.
Further, the remediation sites eligible for inclusion as ERCs are limited to those sites identified
in Appendix A to the UM 1788 Stipulation.

Environmental Remediation Revenues

Environmental Remediation Revenues include: (1) DSAY revenues net of prudent Harborton
Restoration Project development costs; (2) insurance proceeds; (3) the amount included in
base rates for environmental remediation activities at Portland Harbor or Downtown Reach; (4)
the Schedule 149 tariff revenue; and (5) interest. '

Harborton Restoration Project

PGE intends to design, consfruct, monitor and maintain the Harborton Restoration Project at
12500 NW Marina Way, Portland, Multnomah County, Oregon. PGE will restore and enhance
approximately 62 acres of the 78.51 acres of the overall property.

Natural Resource Damage

The Comprehensive Environmental Response, Compensation, and Liability Act of 1980
(‘CERCLA" or "Supetfund”) and Oil Pollution Act (“OPA") Programs require the cleanup for
contaminants that are released and pose a threat to human health and the environment. In
addition to the requirements for cleanup under these cleanup programs, the Superfund and
OPA cleanup programs aiso require that nafural resources be restored to the state that they
were at before injury from environmental contaminants. [f natural resources are not restored,
then Trustees will seek compensation for the injury, quantified as Natural Resource Damages
(“NRD") from parties responsible for the release of the contaminants. NRD in this tariff refers to
NRD obligations assessed against PGE.

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lobdeli, Senior Vice PresidenfAPPENDIX A upon Commission Order
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SCHEDULE 149 (Continued)
DEFINITIONS {(Continued)

Portland Harbor Superfund

The Supérfund designation is pursuant io CERCLA. 42 U.5.C Section 9601 et seq. The
CERCLA and OPA programs reguire the cleanup for contaminants that are released and pose
a threat to human health and the envirenment.

PURE

The Prudence-Reviewed Unamortized Environmental Remediation Expensé ("PURE?} rate that
is established early each year by Staff and represents the average of the S-year US Treasury
rate plus 100 basis points. ‘

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lobdell, Senjor Vice Presidents pppNDIX A upon Cemmission Order
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SCHEDULE 149 (Continued)

SPECIAL CONDITIONS

.

By March 15 of each year, PGE will submit a prudence review filing that includes a
report of all activity associated with Harborton Restoration Project development costs,
ERC, ERR, and other related third-party proceeds recorded in the PHERA Annual
Account. Staff and other Parties will complete the prudence review, and Staff will
submit its report and recommendation to the Commission within 120 days of submittal.
Only cash expenditures will be included in the PHERA Annual Account for recovery
under the PHERA mechanism. PGE shall defer, separately frack, and capitalize as a
regulatory asset, contingent environmental fiability accruals. This regulatory asset shall
not be included in rate base and PGE shall not earn a return on the balance.

The amount of costs and revenues that is transferred to the Balancing Account is
determined on an annual basis and subject to an earnings test. The amount transferred
is calculated as the current year's ERC and any remaining Harborton Restoration
Project development costs not offset by that year's DSAY revenues,; less the AAR.
Harborton Restoration Project development costs incurred prior to the first year with
DSAY revenues may be netted against those revenues.

The earnings test in this schedule will be applied after the Power Cost Adjustment
Mechanism- (‘PCAM") earnings test.- -The amount subject to the earnings test is
prudently incurred ERC that exceed $6.0 million. [n addition, Harborton Restoration

Project development costs are not subject to an eamings test.

The amount of annual ERC recoverable post-application of the earnings test is reduced
by the AAR and then the remaining balance, if any, is transferred to the Balancing
Account for recovery across the following five years.

If ERC in any year are less than the AAR, then the remaining ARR balance wili be used
to offset accumulated costs in the Balancing Account that were allocated to that year.
Any remaining positive balances {more AAR revenues than current and accumufated
costs) will roll forward as an addition to the next year's AAR.

Functionalized costs recoverable through Schedule 149 will be allocated to each rate
schedule according to relative use of generation, distribution, and transmission service.
Long-Term Direct Access customers will be priced at Cost-of-8ervice for purposes of
allocating costs.

Advice No. 16-11
Issued July 15, 2016 Effective for service

James F. Lohdell, Senior Vice Presidenfy pppNDIX A ' upon Commission Order
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ADJUSTMENT RATES

Schedule

7

15/615

321532

38/538

47

49/549

751575
Secondary
Primary
Subtransmission

76R/576R
Secondary
‘Primary
Subtransmission

83/583 '

85/485/585
Secondary
Primary

89/489/589
Secondary
Primary

Subfransmission -

90/490/590
91/491/591
92/492/592
95/495/595

SCHEDULE 148 (Continued)

Adjustment Rate

0.000 ¢ per kWh
0.000 ¢ per kWh
0.000 ¢ per kWh
0.000 ¢ per kWh
0.000 ¢ per kWh

0.000 ¢ perkWh

0.000 ¢ per kWh

0.000 ¢ per kWh
0.000 ¢ per kWh

0.000 ¢ per kWh

0.000 ¢ perkWh
0.000 ¢ perkWh
0.000 ¢ per kWh

0.000 ¢ per kWh
0.000 ¢ per kWh

0.000 ¢ per kWh

- 0.000 ¢ per kWh

0.000° ¢ per kWh
0.000 ¢ perkWh
0.000 ¢ per kWh
0.000 ¢ per kWwh
0.000 ¢ per kWh

Original Sheet No. 149-5
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SCHEDULE 149 (Concluded)

SPECIAL CONDITIONS (Continued)

7.

10.

11.

12,

In the event that the amount in the PHERA Balancing Account results in a potential

refund to customers, subject to approval by the Commission, PGE will determine if the

refund should be applied to Customer bills, or if the credit balance should carry to a
future period. A credit balance may be carried to a future period if it is determined by
the Commission that the credit balance is best used to offset future expected ERC not

yet recorded in the deferral account, or for such other reasons as the Commission may

determine.

“Adjustments under this Schedule shall continue for a period of five years following the

date that the last remediation expenses are incurred and paid, or such other date that
the Commission may decide.

Development costs associated with the creation of DSAYs from the Harborion
Restoration Project shall be deferred as regulatory assets. '

PGE shall defer and capitalize, as a regulatory asset, incurred costs associated with
environmental liabilities accrued according to Accounting Standards Codification (*ASC”)
410, Environmental Obligations and pursuant to Generally Accepted Accounting
Principles ("GAAP"). Any GAAP accounting accruals recorded would not be subject to
interest computation or earnings test as no cash amounts have been paid or received.

The PHERA is subject to review no less frequently than every two years, when
significant new information becomes available, or during a general rate case. All
aspects of the mechanism are subject to review and revision, including but not fimited
to, the earnings test, the exempt ERC amount, and incentives for cost management
such as sharing.

if Harborton Restoration Project development costs, currently estimated at $10-$12
milion, exceed DSAY revenues, PGE will not recover development costs from
customers in excess of DSAY revenues retained by PGE. Harborton Restoration
Project development costs include all costs associated with the Harborton Restoration
Project development, including but not limited to, costs incurred as of the date of the UM
1789 Stipulation, development and construction costs, permitting costs, costs paid to the
Trustees for participation in the NRD restoration project, and future termination-refated
costs if applicable. ‘

Advice No. 16-11
Issued July 15, 2016 Effective for service
James F. Lobdell, Senior Vice President upon Commission Crder
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SCHEDULE 149
ENVIRONMENTAL REMEDIATION COST RECOVERY ADJUSTMENT
AUTOMATIC ADJUSTMENT CLAUSE

PURPOSE

This Schedule recovers the costs and revenues associated with Envirenmental-Remediation
Costs—relaled—ta—the Poriland Harbor Superfund site {{"Poriland Harbory), the Natural
Resource Damage obligation, the Downtown Reach portions of ihe Willametie River, and the
Harborton Restoration Project—{Harkerenr)—hereinafter—referred—o—as—projeels=.  This
adjustment schedule is implemented as an automatic adjustment clause as provided under
ORS 757.210.°

AVAILABLE

In all territory served by thePortland General Electric Company: {"PGE").

APPLICABLE
To all Schedules-except-Schedules76R-and- 5761,

ANNUAL ACCOUNT & BALANGING AGCOUNTSACCOUNT

Effective—August—3By__Order No.  AX-XAX. the Commission approved a deferral of
environmental-related_costs and revenues, offective July 15, 2016-PGE-will-establish-a_that
ftow into the Portland Harbor Environmental Remediation Account {{"PHERA}-anrualasceurtia
recerd’). The PHERA Annual Account records Environmental Remediation Costs—preeeeds
frorm-insurance-companiesrelated-to-Porland Harbor—the-Dewntewn-Reach-and-proceeds—of

sales_(*ERC", the costs of Biscount-Service-Acre-Year-eradils-{DSAYs)-from-developing the

Harborton:_Restoration Project. and Environmentai Remediation Revenues ("ERR"Y. The
halance in the balaneing—aecountAnnual Account that has not been reviewed by the -
ORUCCommission for prudence shalt accrue interest at the authorized rate of return approved
in the-Company'sPGE's most recent general rate case. ProcesdsCosts and revenues in the
asceuntAnnual Account that have been reviewed for prudency and remain following the
earninas test will be transferred to the PHERA balaneing-aceount-thatBalancing Account and
will accrue interest at the 2RURE average of the five-year U.S, Treasury rate developed-inthe
UM-1635-docket:plus 100 basis points (the “PURE Rate"}).

e ‘;-,.\..--"[ Foermatted: Font: Bod, No underfine

)

e
EARNINGS TEST “| Fermatteds Justified, No widow/orphan
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Subject to the conditions siated below, the recovery from Custornerscustomers of certain
Emvironmental Remediation-GostsERC Is subject to an earnings review and test for the year
that the costs were insurred—The-Gompanypaid, Following a prudence review, PGE will be
allowed to place prudent_expenses {et—efand proceeds} into the balancing—accountfor
subsequent-pradencereviewBalancing Account io the extent that the Cempany’sPGE's Aclual
Regulated Return on Equity (("ROEY") does not exceed its Autherzed-ROE-_authorized by the

_Commission in PGE's most recent general rate case. A fixed $6.0 million each year in ERC

and Harborton Restoration Project development costs, currently estimated at $10-$12 million,
are not sublect to the earnings test. Proceeds from insurance companies and DSAY (*Discount

APPENDIX A
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Service Acre Year") sales will not be subject to an earnings review, but will be subject to a
prudency review.
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SCHEDULE 149 (Continued}
DEFINITIONS

Annual Allocated RevenuesRevenue (“AAR™

The Annual Allocated ReveruesRevenue is the sum of annual revenue from this Tariff plus the
anpual—allocation—ofJneuranse—proseeds—and—DSAY revenues (net of prudent Harborton
Restoration Project development costs}), insurance proceeds, $3.56 million currently in base
rates (subject to revision by the Commission), AAR balances carred forward, and accumulated
interest, The $3.56 million per vear currently in base rates will be credifed to the PHERA
Annual Account on a monthly basis, in the amount of $0.2967 million, untit PGE's next general
rate case when the appropriate amount to be included in rates. if any. will be re-examined. For
the month of July 2016, a prorated amount of $0.1627 million shall be credited to the PHERA
Annual Account,  The amount of insurance proceads and net DSAY revenues to be included in
AnRual-Allecated Reveryesthe AAR is calculated as the—greaterof $8.5-millien—oactotal
proceeds divided by the expected remaining life of the projects, inclusive of the year in which
they are received (so that such proceeds are egually allocated). _The initial assumption is that
the remaining life is through 2028, and may be updated—as—apprevedrevised by the
Commission_{on a goina-forward basis) in any subsequent Commission review process.

Downtown Reach

The segmeni-of the Willamette River between River Miles 12 and 16 is known as the
“Downtown Reach™."

DSAY

Riscount Service Acre Year ("DSAY") obligations or credits measure damage _or mitigation to
najural resources. :
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SCHEDULE 149 (Gonfinued)

DEEINITIONS (Continue

Environmenta_i Remediation Costs (“ERC”)

Environmental Remediation Costs ireludesare costs related to remediation of the Portland
Harbor and Downtown Reach sites_that include, but isare not limited to, the design, permiiting,
construction, on-going monitoring, and trustee financial requirements necessary for habitat
rastoration developmant; investigation, testing, sampling, monitoring, removal, disposal,
storage, remediation, or other treatment of residues, litigation costs/expenses or other fiabilities,
disposal sites, sites that otherwise contain contamination that requires remediation for which
the-Gompany-is-respensible-srsites-lo-whish-material-may-have-migratedPGE is responsibla,
or_sites to which_material may _have migrated: the Natural Resource Damage obligation;
Harborton Restoralion Project Q&M and_endowment costs; and costs relaied to pursuing
insurance recoveries. ERC do not include Harborton Restoration Project development costs,
which include, but are not limited to, costs incurred as of the date of the UM 1789 Stipulation,
developmeant _and construction costs, permiiting costs, cosis paid to the Trustees for
parlicipation_in_the NRD resloration_project, and future termination-related costs if applicable.
Further, the remediation_sites eligible for inclusicn as ERCS are fimited to those sites identified
in Appendix A to the UM 1789 Stiputation.

Environmental Remediation Revenues

Environmental Remediation Revenues include; {1) DSAY revenues nef of prudent Harborion

 Restoration Project development costs: (2} insurance proceeds: (3 the amount included in

base rates for environmental remediation activities at Portland Harbor or Downtown Reach; (4)
the Schedule 149 tariff revenue; and (5) interest.

Harborton Restoration Project

PGE intends to design, construct, monitor and maintain the Harborton Restoration Project at
12500 NW Marina Way, Portiand, Multnomah County, Oregon. PGE will restore and enhance
approximately 82 acres of the 78.51 acres of the overall property,

Naturat Resource Damage

The Comprehensive Environmental Response, Compensation, and Liability Act of 1980
{{("CERCLA! or "Superfund}) and Oii Pollution Act {{"OPA)"Y Programs require the cleanup for
contaminants that are released and pose a threat fo human health and the environment. In
addition fo the requiremenis for cleanup under these cleanup programs, the Superfund and
OPA cleanup programs alse require that natural resources be restored {o the state that they
were at before Injury from environmental contaminants, f natural resources are not restored,
then Trustees will seek compensation for the injury, quantified as Natural Resource Damages
{{"NRDY) from parties responsible for the release of the contaminants. NRD in this tariff refers
to NRD obligations assigned-teassessed against PGE.
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Page 30 of 42

[Furmatted: Right

[Furmatte.d: Fent: Bold

et { Formatted: Font: 20 pt

- { Formatted: Font: Bold, Undesiine




ORDERNOﬂ ? @ ? fg

UM 17389 / UE 311/ UP 344 Patilies
Appendix C

Page 6
+ ‘[ Formatted: Right _]
Advice No. 16«11
Issued July 15, 2018 Effective for service
James F. Lobdell, Senior Vice President upon Commission Order
Poytland General Electric Company : -+ ( Formatted: Footer, Left
PALC, Oregon No, E-18 Oriainal Sheet Mo, 149-4 “A"{Formatted! Font; Bold, Underline
* [ Forraatted: Footer, Justified, No widow/erphan
contral, Tab stops: 1.06% List tab

{ Formatted; Footer
‘{ Formatted; Font: Bold

SCHERULE 149 (Coniinued)

DEFINITIONS {(Continued) s
Forinatted: Feoter, Justified, Tab stops:. 1.06",

LSS SUUUE S SR, A N

List tah
Advige-Me~ts-14 .
{ostioddubye2E-0004 - - Effaetive-forsendies
Jamos-F=lohdelLLeoniorMice-Prosidont—-—-oe ——gpand-after-August 17,2016
APPENDIX A

Page 31 of 42




ORDER NO. ﬁ? @ ? ﬁ

UM 1789/ UE 311/ UP 344 Parties

Appendix C
Page 7
Aremne ( Formatted; Right
Borland-GeororalEleslricLompany
Rl S-thragon-Nef-48 QuiginalSheothlo—10.-2
SCHEDHLIEALD(Continuad)
BEEIMEHAMS-(Continued) e .- { Formatted: Fon: Bold

Portland Harbor Superfund

The Superfund designation is pursuant to the Cemprehensive—Environmental-Respense;
Gompensation—and—tiability-Actof 1880 {CERCLA}, 42 U.5.C Sectioh 9601 et seq. The
Comprehersive-Envirorr ealaHResperse—campensatan—and-Hability-Act-aE-1986-{CERCLA or
Superdund)-and—0il-Pollution-Act-(and _OPAN-Pregrams_programs require the cleanup for
contaminants that are released and pose a threat fo human health and the environment.—The
Supedupd-and-ORA-cleanup-pregrams-also—reguire-that-nalural-reseurees-berestared-othe
state-that-they-were-at-befereinjury-from-envirormental-contarminants—H-naturabresourees-are
Rotrestored,-then-compensationforthe-injury-quantified-as-batural-Resewree-Pamages{NRD)
willbesought-from-padics-responsiblefor-the-ralease-oHhe-contaminants-
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The Prudence-Reviewed Unamortized Environmental Remediation Expense {'PURE}") rate
that is established early each year by @RPUE-Staff and represents the average of the 5-year US

Treasury rate plus 100 basis points.
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7 0.000 ¢ perkWh '
15/515 0.600 ¢ per kWh
32/532 ' 0.000 ¢ per KWh
38/538 0.000 ¢ per kWh
47 0.008 ¢ per kWh
49/549 0.000 ¢ per kWh
75/575
Secondary 0.000 ¢ per kWh
Primary 0.000 ¢ perkWh
Subtransmission 0.000 ¢ perkWh
76R/GT6R '
Secondary 0.000 er KWh
Primary 0.000 ¢ per kWh
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SCHERULE 149 (Continued)

SPECIAL CONDITIONS

1. By March 15 of each vear, PGE will submit a prudence review filing that includes a
report of all activity associated with Harbotton Resteration Project devefopment costs,
ERC. ERR, and other retated third-party proceeds recorded in the PHERA Annual
Account. Staff and other Parties will compiete the prudence review, and Staff will
submit its report and recommendation to the Comunission within 120 days of submifial,
Only cash expendilures will be included in the PHERA Annual Account for recovery
under the PHERA mechanism. PGE shall defer, separately track, and capitalize as a
requlatory asset_contingent envirormendat liability accruais. This requlatory asset shall
not be included in rate base and PGE shall not earn @ refurn on (he balance.

2. The amocuni of costs and revenues that is transferred to the Balancing Account is
determined on an annual basis and subject {o an earnings test. The amount transferred
is calculated as the current year's ERC and any remaining Hagborton Restoration
Project development costs not offset by that year's DSAY revenues, less the AAR.
Harborton Restoration Project development costs incurred prior to the first vear with
DSAY revenues may be netted against those revenues,

3. The earnings test in_this schedule will be applied after the Power Cost Adiustment
Mechanism {"PCAM™ earnings test. The amount subject to the eamings test is
prudently incurred ERC that exceed $6.0 million. In addition, Harbortan Restoration
Project development costs are nof subject to an earnings test.

4. _The amount of annual ERC recoverable post-application of the earnings test is reduced
by the AAR and then the remaining balance. if any, is transferred {o the Balancing
Account for recovery across the following five years,

5. If ERC in any year are less than the AAR, then the remaining ARR halance will be used
to offset accumulated costs in the Balancing Account that were allocated {o that year,
Any remaining positive_balances (more AAR revenues than curent and accumelated
costs) will rofl forward as_an addition {o the next year's AAR,

6. Functionalized costs recoverable through Schedule 149 wili be allocated 1o each rate
schedule according lo refative use of generation, distribution. and transmission service,
Long-Term_Direct_Acoess customers will be pricecd at Cost-of-Service {or purposes of
allocaling cosls.
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Harberton-Resteration-Resjectarenet-subjest-to-an-earrings-test-

3 Envirepmental-Remediation-Costs-rany-yearexesedHhegreaterof $6-5-rillion-orthe

Annual-Aecated-Revenues—plus—interest—thenhe-balarce-is—subjest-lo-an-eamings
test— The—balepee—would-be—educed-by--any-overearnings—and-transferred-to—the
balanelng-account-for-recavery-across-the-following-tive-years-

4—t-Bavirapmenta-Remediatien—Gosts—ir-any-—yearare-less-than-the-Anrual-Allesated

Revenyes-plus-interest-then-the-balance-wil-heused-e-offset-aceumulatedcaste—Any
remaining-peositive-balances-will-fol-forvard-te-as-an-addition-le-the-next-years-Anauat
Allscated-Revenues:

A -

L

=

B,

pplicable-costs-will- be-functionalized-to-distribution-generationand-transmissiap-hased
on-the-preponderance-oHhe-pravided-histerisaHunection—Costs-recovered-thraugh-this
sehedulewill-be-allocatedtosachrate-sehedule—as{unctionalized ~-erg-Tlenn-RPires!
Aecoss-custemerswilkbopiicad-al-Cast-ef-Servise-ferpurpeses-aballosating-seste-

results in a potential refund to customers, the—Gampany—subject to approval by the
Commission,_ PGE will determine if the refund should be applied to Customer bills, or if
the credit balance should carry to a future period. A credit balance may be carried to a
future period if it is determined by the Commission that the credit balance Is best used to
offset future expected Envirormental-Rermediation-GoetsERC not yet recorded in the
defarral account, or for such other reasons as the Commission may determine.

7—By-Marsh-16-204+-and-each-year—thereafter—the Company—willrequesi-Gomimission

raview-and-determination-of-prudence-of Envirormental-Remediation-Goslsfor-theprer
calendaryeae—The-requestfor-prudence-revievwill-inelude—areport-—of-all-activily
assesiated-with-Ervirormental-Remedialion-Cosls—inciuding-insuranea-orotherthird-
party-proceeds-related-io-remediationastivitiesrossrded-inhe—deferral-assount—Fhe
Gemmission-shall-completethe-prudence-review within120-days-ofits—submillak-after
which—time—all-cests—and-proceeds—net-deemed-imprudent-will-be—transferredtohe
EHERA:
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8. Adjustments under this Schedule shall continue for a period of five years following the
date that the last remediation expenses are incurred_and paid, or such other date that
the Commission may decide.

9. Development costs associated with the creation of DSAYs from the Harborton
projestRastoration Profect shall be deferred as regulatory assels-inasseciation-with-ithe
PHERA-baleneing-acsount,

10, The-CompanyPGE shall defer and capitalize, as_a regulatory asset, incurred cosis
associated with environmental liabilities accrued according to Accounting Standards
Codification {("ASCY) 410, Environmental Obligations and pursuant to Generally
Accepted Accounting Principles {{"GAAPYX"). Any GAAP accounting accruals recorded
would not be subject to interest computation or sarnings test as no cash amounts have
been paid or received. '

1. The PHERA is subiect to review no less frequently than every lwo years, when
sianificant new nformation becomes available, or during a generat rate case, All
aspects of the mechanism are subject ta review and revision, including but not limited
to, the earnings test, the exempt ERC amount. and incentives for cost management

such as sharing.

12.1f Harborton Rastoration Project development costs, currently estimated at $10-$12
million, exceed DSAY revenues, PGE will not recover developmerd costs from
customers .in.excess of DSAY revenues. refained by PGE. Harborton  Resloration
Proiect development costs include all costs associated with the Harborton Restoration
Project development, including but nat limited to_costs incurred as of the date of the UM
1789 Stipulation, development and_consiiuction costs, permifting costs, costs paid to the
Trustees for padicipation in_the NRD restoration proiect, and future fermination-related

costs if applicable.
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Advice No, 1611 :

Issued July 145, 2016 . Effective for servige

James £ Lohdell, Senior Vies Pregident ‘
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