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SUMMARY 

ORDER 

This order approves new rate schedules for Portland General Electric Company 
(pGE). Under the new schedules, PGE's rates increase approximately 5.8 percent 
overall. PGE's original filing, which included a proposal to accelerate the Boardman 
gain amortization, sought an increase in revenues of $58,974,927 for 1995, and 
$60,783,781 for 1996. PGE subsequently withdrew its Boardman proposal, which 
increased the company's revenue need to $92,275,240 in 1995 and $95,105,468 in 1996. 
In this order, the Commission grants PGE an increase in revenues of $50,970,243 for 
1995 and $51,812,359 for 1996. 

Undepreciated Trojan Investment. The dominant issue in this docket is the 
allocation of undepreciated investment and other costs reSUlting from the premature 
closure of the Trojan Nuclear Power Plant (Trojan). 

In January 1993, PGE retired the 1200 megawatt (MW) plant, which was 
licensed to operate until 20 11. Degradation of the plant's steam generator tubes led 
PGE to retire the plant 19 years before the expiration of its 35-year license life. As of 
January 1, 1995, PGE's net undepreciated investment ill Trojan totaled approximately 
$288 million. In this proceeding, PGE seeks full recovery of and return on that 
undepreciated investment, plus other costs related to service. 

We reject PGE's request for full recovery of Trojan costs. We conclude that the 
allocation of the Trojan costs is properly determined by a "net benefits" analysis. A net 
benefits analysis compar�s the costs of a plant's continued operation with the costs 
associated with retiring the plant plus the expected long-term costs of replacing the 
plant's output. The purpose of a net benefits test is to identify the point at which 
ratepayers are indifferent between the options of continued operation of Trojan and 
shutdown and construction or acquisition of replacement resources. 
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Full recovery of undepreciated Trojan costs is not guaranteed to PGE, nor is it 
required of the Commission. Granting full recovery in rates where there is not a net 
benefit to ratepayers would insulate the utility from risk no matter what its actions. On 
the other hand, granting no recovery of undepreciated investment would not encourage 

PGE to engage in prudent management and responsible least-cost planuing, goals the 
Commission wishes to promote. The net benefits analysis is a tool to determine where 
ratepayers are held harmless for imprudent operation or management of Trojan, and to 
share costs between ratepayers and shareholders on that basis. 

The Commission staff (staff) conducted a net benefits analysis, using PGE's 
least-cost plan (LCP) as a starting point. The fmal result ofPGE's least-cost planning 
process indicated that immediately closing Trojan was the least-cost option. The LCP, 
however, considered the plant as it actually existed and projected those costs forward to 
2011. To determine whether there was a net benefit to ratepayers from closing Trojan, 
staff sought to determine whether the costs on which PGE's least-cost planning process 
was based would have been allowed in rates. IfPGE's LCP projections were based on 
costs that had been driven up by management problems, for instance, the net benefits 
analysis would disallow the costs if they were imprudently incurred. 

Staff hired an independent consulting firm, Theodore Barry and Associates 
(TBA), to evaluate whether the costs of operating Trojan were prudently incurred. TBA 
assessed the reasonableness ofPGE's operation and management of Trojan from the 
plant's initial commercial operation in 1976 through its current delicensing and 
decommissioning activities. TBA explored Trojan's comparative performance, reviewed 
management issues, and analyzed the steam generator issue. Its examination focused on 
whether PGE's actions, based on all the information PGE knew or should have known at 
the time, were reasonable and prudent in light of all the circumstances. TBA did not base 
conclusions on hindsight or knowledge acquired after the fact, and recoguized that one or 
more courses of action may be reasonable in a given set of circumstances. 

TBA also quantified the effects ofPGE's management and operation 
deficiencies, and staff projected TBA's figures out over the period from 1995 to 2011, a 
period beginning with the first test year in this rate case and running through Trojan's 
originally scheduled closure. Staff compared these imputed costs with the cost of 
replacement resources to determine whether there was a net benefit from closing Trojan. 

After an examination of the net benefits analysis, we conclude that the 
premature closure of Trojan resulted in a negative net benefit of approximately $20.4 
million. We find that continued operation of Trojan would have cost less than immediate 
shutdown but for steam generator defects and management problems at Trojan. 
Management problems resulted in avoidable costs that should be borne by shareholders, 
not ratepayers. 
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We adopt TBA's finding that PGE behaved prudently with respect to the steam 
generator degradation. However, we disallow the steam generator costs incurred since 
1991 and exclude the cost of replacing the steam generators from the imputed costs of 
running Trojan in the net benefits analysis. Although PGE's behavior was not faulty, 
PGE and the ratepayers are the only two parties to whom we can assign or impute steam­
generator costs. As between those two parties, PGE is better situated to recover its costs 
from the manufacturer of the steam generators. Moreover, it is fair that shareholders bear 
some of the consequences of management investment decisions. 

To hold PGE's ratepayers harmless for the effects of steam generator defects 
and management failures, we are disallowing recovery in rates of $20.4 million of the 
company's remaining investment in Trojan. 

Post-1991 Capital Expenditures. We also disallow PGE's post-1991 capital 
expenditures to repair Trojan's steam generators and costs for the purchase of a spare 
nuclear reactor coolant pump. Although we fmd that PGE acted prudently with regard to 
its maintenance and operation of the steam generators, PGE is better situated to pursue 
remedies for any manufacturing defects against Westinghouse, the steam generator 
manufacturer, than are the ratepayers. PGE's purchase of the spare reactor coolant pump 
was not prudent and will not be allowed in rates. These disallowances total an additional 
$17.1 million, for a total Trojan-related disallowance of $37.5 million. 

These conclusions result in a disallowance of 13.0 percent of the remaining 
Trojan costs, which will be borne by shareholders, not ratepayers. That result 
approximates a scenario in which Trojan was reasonably operated and managed. In the 
main, the disallowances correct for avoidable costs. 

Decommissioning and Transition Costs. In this order, we also approve funds 
to decommission Trojan and to pay for the transition to shutdown. Decommissioning 
costs are the costs of physically dismantling the plant and packaging and storing the 
radioactive components and spent fuel. Transition costs are the operations and 
maintenance (O&M) and administrative and general (A&G) costs associated with plant 

. closure. 

PGE would incur decommissioning and transition costs regardless of when the 
plant was taken out of service, and the company has already been paying into a 
decommissioning fund. Because Trojan was shut down before the end of its license life, 
however, payments into the fund will have to increase for a time. Even with the increase 
in annual contribution, PGE will have to borrow to bridge its needs. As currently 
estimated, however, the cash flows will eventually be sufficient to fund the cost of 
decommissioning including repayment of the interim financing. 

PGE has submitted a decommissioning plan for approval by the Nuclear 
Regulatory Commission (NRC). We approve PGE's plan subject to our review and 
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monitoring of costs. There are a great many unknowns as regards decoU1U1issioning, and 
we need to retain the flexibility to modify PGE's plan if circumstances change 

significantly. 

Decoupling. Another major issue in this docket is decoupling. Decoupling is a 
mechanism that eliminates the automatic cormection between utility sales and profits. 
Breaking that cormection is designed to encourage utilities to fmd cost-effective ways of 
reducing sales and conserving energy. If sales are linked to profits, a utility has every 
incentive to keep sales, and hence energy consumption, high. 

Decoupling creates a mechanism to adjust for actual sales deviating from a 
preestablished level. A utility carmot increase its earnings by increasing sales, because 
additional sales margins are returned to ratepayers and the utility's net revenues are reset 
to the preestablished level. If the utility's revenues are less than forecast, the decoupling 
mechanism would restore those lost margins so that net revenues are again adjusted to 
reflect the preestablished level. The company does not gain or lose net revenues by 
selling larger or smaller amounts of power. The key step in decoupling is to establish the 
revenue targets. 

In Order No. 92-1673, the majority of the Commission directed PGE to develop 
a decoupling mechanism suitable to its circumstances. Working as part of a 
collaborative, PGE designed a process that uses a two-year test period to establish 
revenue targets and deals with monthly revenue benchmarks, weather normalization, rate 
spread, and other issues. 

At issue in this docket is whether and how to implement decoupling. Some 
parties argue that decoupling has not proven to be as effective as hoped in other 
jurisdictions. Some contend that forecasting over the two-year test period introduces too 
much uncertainty. Other parties argue for decoupling, but suggest different ways of 
treating rate spread or other features of the collaborative's plan. 

A majority of the Commission finds that decoupling should be implemented. It 

is a relatively simple mechanism to remove a variety of perverse incentives inherent in 
the existing structure of rate regulation and it has low administrative costs. Its benefits 
clearly outweigh its disadvantages. Chairman Smith writes separately in dissent on this 
Issue. 

We adopt the collaborative's mechanism, subject to certain reporting and 
monitoring requirements. The reporting requirements are designed to make it easier to 
administer and review the mechanism. The monitoring requirements are designed to 
protect ratepayers from the potential problem of a decline in the level of PGE's service. 

Rate Spread. In setting electric utility rates, this COU1U1ission has traditionally 
been guided by the cost of servirig various customer classes, as measured by marginal 
costs. The marginal cost study approved in this order indicates that commercial and 
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industrial customers pay a higher rate relative to the costs of providing service than 
residential customers. 

In this order, we reaffirm the use of a "4-to-l" rate spread methodology to help 
set rates more in line with the actual costs caused by each customer class. This 4-to-l 
methodology, which was adopted in POE's last general rate case (UE 79), assigns 
residential customers a percentage increase of four times that assigned to medium and 
large commercial and industrial customers. This rate spread methodology will not 
elinllnate the current rate disparity, but will achieve a more balanced distribution of the 
costs of service without subjecting residential customers to rate shock. 

Other Issues. Commission staff asked the Commission to impose on POE an 
additional reduction in discretionary costs (operating and maintenance expense accounts 
excluding Trojan O&M, amortization of energy efficient balances, uncollectible accounts, 
regulatory expenses, and rents) if the Commission found that POE's cost reduction efforts 
were insufficiently diligent in the circumstances. We have imposed an additional one 
percent cost reduction on POE, which reduces POE's revenue requirement by 
approximately $1.6 million in each test year. 

Most other major issues in this docket were resolved by stipulation between 
staff and POE. We have reviewed these stipUlations carefully, fmd that they are 
reasonable, and adopt them. 

Overview of PGE's cost structure. This proceeding used a two-year test 
period to comport with the decoupling approach suggested by POE's collaborative on 
decoupling. Due to the closure of Trojan, POE's cost structure has changed significantly. 
The major factor causing the rate change authorized by this order involves power supply 
costs. As compared with the costs adopted in POE's last rate order (UE 79, Order No. 
91-186), fixed operation and maintenance costs decrease by $49.8 million for 1995 and 
by $47.6 million for 1996. However, power supply costs increase by $147.7 million for 
1995 and by $152.7 million for 1996. Both of these factors are affected significantly, but 
not exclusively, by the closure of Trojan. Other factors offset to some extent the 
increases in costs, notably a lower rate of return to stockholders due to more favorable 
capital markets. In addition, the Commission has disallowed certain of the unrecovered 
Trojan costs. The decision on the Trojan cost recovery issue has the effect of reducing 
POE's request by $9.7 million for 1995 and by $9.3 million for 1996. 

INTRODUCTION 

Procedural Background 

On November 9, 1993, POE filed Advice No. 93-26, a general tariff revision 
designed to increase rates to its Oregon electric retail customers, to be effective 
December 8, 1993. POE's proposed price schedules are based on the company's 
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expected revenue requirement for a two-year test period cove�g 1995 and 1996. The 
two-year test period reflects the decoupling mechanism designed by PGE and a 
collaborative work group pursuant to Order No. 92-1673. 

On December 7,1993, we found good and sufficient cause to investigate the 
propriety and reasonableness of the rates and initially ordered the suspension of Advice 
No. 93-26 for a period of six months. See Order No. 93-1754. Shortly thereafter, PGE 
waived the statutory suspension period and, on June 1, 1994, we ordered a further 
suspension of the Advice untilJanuary 1, 1995. See Order No. 94-899. 

Prehearing Conference 

On December 13, 1993, Ruth Crowley, a Hearings Officer for the Commission, 
held a prehearing conference in Salem, Oregon, to identify parties and interested persons 

. and to adopt a procedural schedule. A list of the parties to this proceeding is set forth in 
Appendix A. 

Public Comment Hearings 

In February 1994, we held public comment hearings in Portland, Gresham, 
Aloha, and Salem. At each hearing, a representative ofPGE made an informal 
presentation explaining the terms of the proposed rate schedules and other aspects of the 
filing. A member of the Commission staff also appeared to explain staff's role in this 
proceeding and to answer questions from the public. Many PGE customers and interest 
groups attended the hearings and testified in opposition to the proposed rate increase. 
During the course of this proceeding, we also received numerous written comments from 
the public opposing PGE's proposed tariffs. 

Bifurcation 

On March 21, 1994, staff moved to amend the schedule and to defer 
examination of issues related to PGE's investment in the Trojan Nuclear Power Plant and 
cost of capital to a later phase of this proceeding. Staff requested the bifurcation to allow 
time to hire a consultant and time for the consultant to review Trojan-related issues.! On 
May 3, 1994, the Hearings Officers granted the motion and bifurcated this proceeding 
into Phase I and Phase II. 

UM 692 and Further Extension of Suspension Period 

On May 26, 1994, staff moved to further amend the schedule to allow additional 
time for its consultant to complete work. Staff concurrently filed a motion for an order 
authorizing PGE to use, upon the expiration of the suspension period, deferred accounting 

I For purposes of this proce�ding, Trojan-related issues are defined to include any issue encompassed by 
Docket No. DR 10, Order Nos. 93-1117 and 93-1763. 
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treatment for increased revenues resulting from the implementation of POE's revised 
tariffs. 

Staff subsequently withdrew its motions. On July 29, 1994, POE applied to 
defer for later ratemaking treatment 40 percent of the increased power costs resulting 
from the closure of Trojan for the period from January 1, 1995, until March 31, 1995, or 
the effective date of new tariffs approved in this proceeding, whichever is earlier. We 
docketed POE's application as UM 692 and consolidated it with this proceeding. On 
September 30, 1994, we granted POE's request for deferral of costs. See Order No. 
94-1456. With approval of its application, POE agreed to stipulate to a further extension 
of the suspension period to no later than March 31, 1995. 

PHASE I 

Issues List 

After a review of POE's tariff filing, staff identified 44 potential issues in what 
has been designated as Phase I of this proceeding. Staff listed those issues numerically in 
its preliminary issues list, filed on May 3, 1994. We use staffs numbering system in our 
discussion of those issues. A complete issue list is found on page 1 of Appendix F, 
Adjustment Summary, attached. 

Stipulations 

On July I, 1994, POE and staff submitted a stipulation intended to resolve many 
of the disputed issues in this portion of the proceeding, subject to our approval. The 
stipulation is attached as Appendix B. The stipulation was supported by joint testimony 
of Ray Lambeth of staff and Kelley Marold of POE on numerous revenue, expense and 
rate base issues. 

On July IS, 1994, POE and staff submitted a stipulation supplement intended to 
resolve additional disputed issues not covered in the first stipulation. The stipulation 
supplement is attached as Appendix C. The stipulation was supported by joint testimony 
ofLynn Plamondon of staff and Chris Ryder of POE. 

On February 27, 1995; POE and staff submitted an additional stipulation 
intended to resolve issues relating to Issue S-13: Variable Power Costs. The additional 
stipulation is attached as Appendix D. 

All stipulations and supporting testimony were entered into the record of this 
proceeding as evidence pursuant to OAR 860-14-085(1). 
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Evidentiary Hearing 

On July 14, 1994, Hearings Officers Ruth Crowley and Michael Grant held a 
Phase I evidentiary hearing in Salem, Oregon. Randy Childress and Melinda Horgan, 
Attorneys at Law, appeared on behalf of PGE. Paul Graham, Mike Weirich, and 
Kllnberly Cobrain, Assistant Attorneys General, appeared on behalf of staff. Grant 
Tanner, Attorney at Law, appeared on behalf of the Oregon Committee for Equitable 
Utility Rates (OCEUR). John Stephens, Attorney at Law, appeared on behalf of the 
Citizens'. Utility Board (CUB). Phil Carver appeared on behalf of the Oregon 
Department of Energy (ODOE). 

Based on the record in these proceedings, we make the following: 

FINDINGS OF FACT AND CONCLUSIONS OF LAW 

Stipulated Issues 

The Phase I stipulations cover most of the issues identified by staff in this 
portion of the proceeding. ODOE and OCEUR are not parties to the stipulations and 
object to portions of the proposed resolution of Issue S-44: Rate Design. OCEUR also 
challenges the proposed resolution of Issue S-13: Variable Power Costs, and Issue S-37: 
Boardman Gain Acceleration. Accordingly, we will treat issues S-13, S-37 and S-44 as a 
contested issues and address them with the other issues not covered in the proposed 
stipulations. 

We have reviewed the Phase I stipulations with regard to the other noncontested 
issues (S-1 through S-12, S-14, S-17 through S-28 except for one issue in S-20, S-30, 
S-31, S-33, S-34 through S-36, S-39, S-40, S-42 and S-43). We find the stipulations on 
these issues reasonable. Accordingly, the stipulations on those issues, set forth in 
Appendices B, C and D, are adopted. 

Contested Issues 

The Phase I stipulation did not cover six identified issues (S-15: Wage and 
Salary; S-20: Medical Insurance Pooling; S-29: HVEA Promotions; S-32: PGC 
Allocations; S-38: Decoupling; and S-41, LRlC and Rate Spread). Furthermore, as 
discussed above, issues S-13: Variable Power Costs, S-37: Boardman Gain Acceleration, 
and S-44: Rate Design, are treated as contested issues. We address these nine issues 
separately in numerical order. 

Applicable Law 

As the petitioner in this rate case, PGE has the burden of proof on all issues. 
ORS 757.210 provides that, in a rate case, "the utility shall bear the burden of showing 
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that the rate or schedule of rates proposed to be established or increased or changed is just 
and reasonable." 

S-13: Variable Power Costs 

POE incurs variable power costs to meet its retail and firm wholesale 
requirements and to make economic wholesale sales in the secondary market. To 
estimate its variable power costs for the two-year test period, POE used PRO SCREEN, a 
computer forecasting modeL 2 

POE and staff entered into a stipUlation with respect to POE's variable power 
costs. The parties propose to include in UE 88 base rates variable costs savings expected 
from the commercial operation of the Coyote Springs generating plant using a forecast in­
service date of December 15, 1995. The parties also agree that POE may file proposed 
revised rates to address a change in BP A' s transmission and power rates through a 
tracking procedure when such change occurs. As a result of those proposals, POE and 
staff further agree that the following amounts are a reasonable forecast of variable power 
costs for the test period: $304,624,300 (1995); $310,103,700 (1996). 

OCEUR is not a party to that stipulation, however, and objects to the use of the 
PROSCREEN model because the model was developed for use in thermal-based systems. 
OCEUR does not suggest an alternative but urges caution in use of the modeL For 1996, 
OCEUR proposes to increase the 1995 estimate only by a load growth factor. We find 
that proposal unacceptable, because OCEUR's approach does not rigorously forecast 
power costs for 1996 and hence is not factually based. 

We have reviewed the stipulation between staff and POE on variable power 
costs and fmd it reasonable. We adopt that stipulation, attached as Appendix D. 

S-15: Wage and Salary 

Staff proposes certain adjustments to POE's filing with respect to estimated 
increases in wages and salaries. Specifically, staff recommends reductions in straight­
time labor of $504,691 in 1995 and $923,640 in 1996, and allocates those reductions 
between operations and maintenance expense and capitaL Staff also recommends a 
reduction in related payroll tax expense. 

2 The PROSCREEN model calculates a power cost forecast based primarily on: I) PGE's nondispatchable 
fmn purchases and sales; 2) hydro capacity, both average energy and peaking, under different water 
conditions and based on PGE and regional hydro resources; 3) hourly loads ofPGE, the Northwest, aod 
California; 4) the variable costs ofPGE's thermal plaots; and 5) the margioal cost curves of other resources 
io the Northwest aod California. The model then applies the Network Economy Interchaoge logic to make 
purchases aod sales that mioimize the margioal cost of the entire system, makiog as many economic 
transactions as possible prior to dispatchiog PGE's plaots and other dispatchable resources and makiog 
purchases to meet the remaining load. 
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Staff and PGE arrive at their positions by using two different analytical 

methods. PGE relies on a market-based approach to determine its labor budget. PGE 
first defined five labor markets, differentiated in terms of size and demographics, in 
which it competes for employees. For each market, PGE reviews annual surveys from 
various sources to determine competitive base pay rates for its employees. 

Staff relies on a three-year wage and salary formula to estimate appropriate 
payroll levels. As a starting point, staff's formula uses PGE's actual nonunion average 
wage and salary level for 1992 and 1993. From there, staff applies the Consumer Price 
Index change for each of the three subsequent years to establish a forecast of test-year 
wage and salary levels. In staffs method, ifPGE's projected wage and salary level is 
within ten percent of staff's projection, the difference between projections is shared 
equally between customers and shareholders. Outside the ten percent band, shareholders 
keep all the benefit or pay all the cost. 

We find the three-year wage and salary formula more reasonable than PGE's 
approach for this proceeding and adopt staff:" s recommendations. As staff points out, this 
Commission has relied on staff's model for OVer ten years to monitor energy utilities' 
wages and salaries for both general rate cases arid earning tests associated with deferred 
accounting. The current model produces a reasonable and reliable result. 

PGE faults staff s model for not being market based. Staff s model is based on 
market data. Its starting point is actual PGE wages for 1992 and 1993. Moreover, staff's 
method of sharing the difference between the two payroll projections equally between 
ratepayers and shareholders also allows for some adjustments to reflect changes in market 
conditions without allowing unchecked escalation. 

Although we adopt staff's method for this proceeding, we do not preclude more 
extensive use of market data in future proceedings. We will not direct staff to investigate 
further the use of market data, as PGE requests. However, the company may introduce 
appropriate market data in support of its filings in the future. 

S-20: �edical Insurance 

Issue S-20 is covered by the stipulation with the exception of staff's proposal 
that PGE explore the possibility of becoming part of a larger insurance pool to reduce its 
medical insurance costs. Staff asks us to order PGE to assess the possibility of pooling 
arrangements with other companies. PGE objects and argues that the possibility of 
national health care reform creates uncertainty in the medical insurance area and notes 
that it unsuccessfully attempted medical insurance pooling in the early 1980s. 

Staff counters that it requires only a feasibility study. Staff urges that PGE 
should submit a proposal for an assessment study within 45 days of the entry of the order 
in this docket. PGE opposes the requirement to perform an additional study on pooling 
costs because the requirement duplicates or contradicts other PGE efforts in this area; 
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because staff s proposal is unclear; and because the required study may be very costly 
and time consuming. PGE argues that it should be allowed to provide staff a status report 
on its efforts to reduce medical insurance costs within 90 days from the date of this order. 
Once staff has had an opportunity to review the report, the Commission may hold a 
hearing to see what additional steps are needed to implement insurance cost reduction. 

PGE's suggestion is the more efficient and reasonable approach. We adopt 
PGE's proposal for exploring ways of reducing medical insurance expenses. PGE's 
status report will be due within 90 days from the date of entry of this order. 

S-29: HVEA Promotions 

PGE's proposed revenue requirements for 1995 and 1996 include over 
$1 million each year to provide customers with information about High-Value Electrical 
Applications (HVEA). These applications include electric forklifts, electric lawnmowers 
and grass trimmers, electric barbecues, and dual-fuel heat pumps. PGE contends that 
providing customers with ,information about HVEA is a valuable customer service and 
proposes to budget related expenditures under Federal Energy Regulatory Commission 
(PERC) Account 908. 

Staff objects to PGE's proposal and recommends that the Commission disallow 
all expenses relating to HVEA promotions. Staff contends that the HVEA activities are 
intended to either promote or retain load. For that reason, staff argues that the costs 
related to the HVEA marketing activities are more appropriately treated as promotional 
expenses under FERC Account 912. 

To recover HVEA expenses, PGE must demonstrate that the promotional 
activities are reasonable by quantifYing net ratepayer benefits. In Docket No. UG 81, the 
Commission recognized that ratepayer benefits must be established by "a showing that 
the specific expenditures incurred provided a recognizable benefit to the people from 
whom the utility seeks reimbursement. ... It may be difficult to quantifY benefits, but the 
utility company needs to show the Commission that there is a sound basis for passing the 
costs on to the ratepayers." Order No. 89-1372 at 7. 

After a review ofPGE's testimony, exhibits, work papers, and other evidence 
submitted in this matter, we conclude that PGE has failed to establish specific benefits to 
ratepayers from HVEA expenditures. Although PGE maintains that HVEA activities are 
a customer satisfaction strategy designed to help the company move into a more 
competitive environment, it acknowledges that HVEA may increase the use of electricity 
by up to an average of four to five MW per year. Thus, while the information provided 
may prove useful to some customers, a primary purpose of the activities is to create new 
customers or increase sales to existing customers. Because PGE has not demonstrated 
that the promotion of HVEA will provide specific benefits to its ratepayers, we adopt 
staff s recommendation that these costs not be allowed. 
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In reaching this decision, we note staff's concerns that PGE is inconsistent in 

promoting both energy efficiency and load growth when the company is acquiring new 
resources. PGE's efforts to promote load growth may undermine its ability to promote 
customer adoption of energy efficiency measures. We recognize that there are some 
circumstances in which the increased use of electricity can provide benefits that may not 
directly relate to rates, such as environmental benefits. PGE, however, must provide 
sufficient evidence to support a finding that those benefits exist. . 

S-32: PGC Allocation 

POE's fIling allocates certain joint and common costs incurred by Portland 
General Corporation (pGC) to PGE, a wholly owned subsidiary. This issue concerns 
allocations to PGE ofPGC's Board of Directors costs and PGC's Executive costs. PGE 
proposes to change its cost allocation method from the direct labor costs method to the 
Equity Method for Board of Directors costs and the Massachusetts Formula for the 
Executive costs. Staff has usually used the direct labor costs method. The Commission 
adopted that method in DE 79,OrderNo. 91-186. PGE's fIling for FERC Account Nos. 
921 (Office Supplies and Expenses), 926 (Employee Pensions and Benefits), and 408.1 
(Taxes Other Than income Taxes) was $6,294,769 for 1995 and $6,844,271 for 1996. 
Those accounts reflect PGC cost allocations. 

The Equity Method distributes costs on the proportionate investment of the 
parent company, PGC, in its various subsidiaries. The Massachusetts Formula distributes 
costs on an equal weighting of subsidiaries' payroll, revenue, and assets. PGE did not 
present reasons for changing from the direct labor costs method. 

Staff argues that the proposed methods are inappropriate for the S-32 cost 
allocation categories. PGE's revision with respect to the Equity Method, staff contends, 
is based on assertions unsupported by verifiable cost causation linkages. There should be 
a high degree of correlation between PGC employees' time and the PGC Board of 
Directors' time allocation, according to staff, because both groups are concerned with 
shareholder wealth maximization. Staff further argues that if PGC has nonoperating 
subsidiaries with investment but no demand on PGC employees' or directors' time, the 
existing method will achieve a more correct allocation of cost than the Equity Method. 

Staff points out that the Massachusetts Formula could be a fair and reasonable 
method for homogeneous subsidiaries, as measured by line of business and maturity. 
Staff contends that that is not the case here, however, because PGE has inherent biases as 
to capital and labor intensity when compared to the nonregulated subsidiaries of PGC. 
These biases, according to staff, skew costs to the utility and provide an improper cross­
subsidization. Staff also expresses reservations about inclusion of revenues, which are 
cost derivative, not cost causative, in the formula. Staff takes the position that the best 
reflection of effort and resource expenditures by the parent is its directly assigned labor 
expense. Staff has recalculated PGE's original fIling for FERC Account Nos. 921, 926, 
and 408.1 to $5,793,297 for 1995 and $5,992,097 for 1996. Those reductions reflect 
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corrections of inflation errors and eliminate the effects ofPGE's proposed allocations 
revisions. 

PGE does not counter staff s arguments. We are persuaded that staff is correct 
and adopt staff s adjustments to the PGC cost allocations. 

S-38: Decoupling 

Defmition of Decoupling. Decoupling is a regulatory tool designed to 
eliminate disincentives for a utility to proinote cost-effective energy conservation. 
Decoupling mechanisms break the link between profits and sales by creating a 
mechanism to adjust for actual sales deviating from a preestablished level. Under this 
mechanism, a utility cannot increase its earnings by increasing its sales, because 
additional sales margins are returned to ratepayers and the utility's net revenues are reset 
to the preestablished level. If the utility's revenues are less than forecast, the decoupling 
mechanism would restore those lost margins so that actual net revenues are again 
adjusted to reflect the preestablished level. Thus, the company does not gain or lose net 
revenues by selling larger or smaller amounts of power. 

Decoupling Policy and Collaborative Recommendations. In 1991, the 
Commission opened an investigation docket, UM 409, to develop a set of policies that 
would encourage utilities to acquire cost-effective demand-side resources. In Order No. 
92-1673, at 13, the majority of the Commission made a policy decision to decouple utility 
profits from sales levels: 

We are persuaded that the connection between profits and 
sales should be severed. As long as the regulatory system 
provides that increased sales may lead to increased profits, 
a conflict will exist between the motivation to sell energy 
and the motivation to promote reduction in energy 
consumption. No other change in the regulatory system 
can ensure that we will move toward the goals ofthis 
proceeding. 

The Commission directed PGE to undertake collaborative processes to develop 
a decoupling mechanism suited to the company's particular circumstances.' PGE, staff, 
and representatives of a broad group of interests worked together to develop a decoupling 
mechanism for PGE. The collaborative, as the working group was called, presented its 
mechanism at the Commission's April 20, 1993, public meeting. 

To establish revenue targets for PGE, the collaborative decided to use a two­
year test period. Revenue targets are to be set once for each two-year period, so that there 
is one rate change for the period. The mechanism also establishes monthly revenue 
benclnnarks and incremental cost estimates; restates actual revenues and sales as if 
normal weather had occurred; implements decoupling-related rate adjustments every six 
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months as needed; amortizes any decoupling adjustment over an 18-month period; 
spreads the decoupling adjustment among the customer classes using, in part, the rate 
spread adopted by the Commission in POE's 1991 general rate order, Order No. 91-186 
(UE 79); and caps the overall revenues collected from the decoupling rate adjustment at 
any time at 3 percent of base revenues . 

. How and Whether to Implement Decoupling. The Oregon Department of 
Energy (ODOE), and the Northwest Conservation Act Coalition (NCAC) do not oppose 
decoupling. Staff states that the Commission has already made the policy decision that 
profits should be decoupled from kilowatt hour (KWh) sales. Therefore, staff did not 
discuss whether decoupling should be implemented. POE agrees to decoupling if the 
Commission finds that its benefits outweigh its disadvantages. POE also conditioned its 
agreement on the Commission following POE's request with respect to the treatment of 
variable power costs (Issue S-13). POE signed a stipulation resolving that issue, so 
POE's concerns in that regard have been met. ODOE and NCAC also support the 
collaborative's decoupling mechanism. 

OCEUR raises a number of arguments against decoupling. First, OCEUR 
contends that decoupling abandons the regulatory premise that utility rates should be 
based on the utility's prudently incl.\lTed costs of providing service. It argues that 
decoupling not only leaves a utility indifferent to declining revenues from conservation, 
but also insulates it from revenue attrition resulting from any source, including warm 
weather, recession, or disappearing rate base. In short, OCEUR believes that decoupling 
makes a utility insensitive to costs and profits. 

Second, OCEUR points out problems associated with decoupling, especially the 
difficulties of estimating costs for a two-year period with sufficient accuracy for 
ratemaking purposes. The two-year period, OCEUR contends, fails to account for the 
time value of money. Costs are estimated on a year-by-year basis and then averaged over 
two years. In a time of rising costs, this leads to collection of a greater amount in rates 
than is actually incl.\lTed for that year, and a subsequent lesser collection the second year. 
Therefore, OCEUR contends that the decoupling mechanism functions as an interest-free 
loan to the utility in such a case. OCEUR also believes that the mechanism gives the 
utility an incentive to overestimate its power costs in the second year of a two-year test 
period. 

Staff noted that OCEUR's concern is less about decoupling than about 
accurately estimating variable p.ower costs. Staff stated that the Commission frequently 
uses estimates. of variable power costs in such areas as avoided costs and conservation 
cost effectiveness. Because these other areas are extensively scrutinized, staff does not 
believe an "error" exists in the methodology for estimating variable power costs and notes 
that OCEUR has not raised this concern in any of those other areas. 

Finally, OCEUR contends that the decoupling mechanism allows the company 
to game the mechanism. OCEUR believes that the incremental costs used in the 
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mechanism understate the "true" short-run variable cost. OCEUR contends that the 
company can inappropriately increase its profits through the decoupling mechanism by 
reducing its sales. 

Consistent with its argument on Issues S-41 below, CUB requests that we undo 
the 4-to-l rate spread for decoupling adjustments. 

Disposition. We adopt the decoupling mechanism the collaborative presented, 
subject to the recommendations staff has made (see below). It is still the Commission's 
policy to encourage conservation by severing the link between sales levels and profits. 
The difficulties of forecasting a two-year test period are not significant enough to 
outweigh the potential benefits from decoupling. 

Decoupling is an attempt to align the utility's financial interest with the interests 
of its customers. Decoupling removes the utility's incentive to promote new sales and 
does not provide utilities with an incentive to adopt ineffective demand-side management 
programs. The current system of regulation produces incentives for utilities to increase 
electricity sales and corresponding disincentives to the pursuit of energy efficiency. 
Because decoupling separates profits from fluctuating sales levels regardless of the cause 
of the changed sales, it addresses efficiency impacts resulting from all effects, including 
rate design, all utility-sponsored demand-side management activities, and all energy 
efficiency measures. Moreover, decoupling does not require sophisticated measurement 
or estimation. A utility that does not actually produce savings simply does not profit 
from demand-side management. 

Decoupling does not take the next step and provide a positive incentive for good 
planning. But it does provide a relatively simple mechanism to remove a variety of short­
term perverse incentives inherent in the existing regulatory structure. 

Breaking the link between sales levels and profitability does not mean that the 
utility is left with no incentive to minimize costs and maximize profits. The utility can 
increase its profitability through activities not related to sales. Also, the collaborative's 
decoupling mechanism specifically chose to use expected rather than actual incremental 
power costs, giving the utility another opportunity to increase profits by minimizing its 
actual KWh costs. 

The Commission is persuaded by staff s rebuttal of OCEUR' s concerns about 
variable power costs. As to OCEUR's arguments about the time value of money, where 
rising costs are averaged over two years, the first year's actual average cost will be less 
than the two-year average, and the second year's actual average cost will be more than the 
two-year average. This is a natural outcome of averaging. This averaging also occurs in 
a single-year test year, the result being that a single set of rates for the test year will 
necessarily be overstated for the first six months and understated for the last six months. 
Normal regulatory practice does not make an adjustment to costs to take into account 
what may be considered an interest-free loan due to this type of stream of payments. As 
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with other aspects of the collaborative's mechanism, the Commission is not inclined to 
dismantle the collaborative's recommendations. The Commission appreciates OCEUR's 
concern, however, and directs staff to consider this issue in future developments of 
regulatory mechanisms. 

The fact that the decoupling mechanism presents the utility an incentive to 
inflate its second year's estimated costs raises a concern. However, we believe that 
problem has been contained by staff s monitoring of the costs in this docket. As to 
CUB's request, we will not dismantle the collaborative's recommendations piecemeal by 
changing the rate spread that the collaborative agreed on. 

In terms of specific implementation, Paragraph 36 of the July 1, 1994, 
stipulation sets forth the agreement to use one set of weather normalization coefficients 
for both years of the test period.3 Further, staff recommends that we require a decoupling 
tariff design that contains information on monthly revenues, incremental costs, and 
margins that result from this rate case. Having this information in the tariff will make the 
task of administering the mechanism easier, staff maintains, and will allow review of the 
mechanism. Staff also recommends that the tariff include information on the weather 
normalization procedure that staff and PGE have agreed on. No party opposes these 
recommendations about the tariff, and we adopt them. 

Because PGE will no longer have the incentive to sell more KWh or to sell at 
higher prices the KWh it currently markets, we need to consider service quality to PGE's 
customers. To address the issue of service quality, staff also recommends that we direct 
staff to monitor PGE's service to protect ratepayers and assess the impacts of decoupling 
on the utility's behavior. No party opposes this recommendation, and we adopt it. 

Paragraph 8 of the July 15, 1994, stipulation covers implementation of the 
decoupling mechanism. The mechanism functions as a comparison of benchmark net 
revenues to weather-adjusted actual net revenues. Revenue targets are based on the 
assumption that the new rates, to be set in this docket, are in effect. Consequently, PGE 
and staff agree that the decoupling comparison should occur when revenues reflect new 
rates. Accrual adjustments for decoupling should therefore not begin until the effective 
date of the new rates. 

Incremental Power Costs. PGE and staff disagree on how to treat incremental 
power costs under the decoupling mechanism. Monthly incremental power costs are 
needed to determine the margin earned or lost because of changes in sales from those 
forecast in the rate case. The decoupling collaborative stated that these 24 monthly 

3 Weather nonnalization coefficients are used to adjust sales and revenues to reflect a nonnal weather 
pattern. Using only one set of coefficients will rednce the cost and difficulty of implementing decoupling. 
It will obviate the need to update the coefficient at the end of 1995 and will ensure that the level of 
revenues set in the rate case and the decoupling adjustment mechanism will use the same factors to 

. describe the effect of weather on sales. 
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estimates should be set in the rate case but did not specify a methodology. 4 In its filing, 

PGE proposed using the PROSCREEN model to determine incremental power costs, 
using the actual differences between forecast loads and weather-adjusted loads. Staff 
proposed generating incremental power cost estimates by averaging the incremental 
power costs associated with positive and negative load increments of the same size. We 
adopt staff's rather than PGE's proposal, because the use of estimated incremental power 
costs is consistent with the collaborative's recommendation. 

Staff originally proposed using +/- 5 MW as the increment for purposes of 
estimating incremental power costs. PGE countered with a proposal of +/- 10 MW, an 
increment, PGE contends, that is large enough to ensure meaningful results. Staff does 
not object to the 10 MW figure, provided staff has the right to review PGE' s calculation 
of estimates. Lack of such review could result in inaccurate incremental cost estimates 
that could create perverse sales incentives. We adopt the +/- 10 MW increment figure for 
estimating incremental power costs, and order that staff shall have the right to review 

PGE's calculation of estimates. 

The February 27, 1995, variable power costs stipulation between PGE and staff 
could result in revisions in late 1995 or early 1996 to the monthly targets contained in the 
decoupling tariff. 

8-37: Boardman Gain Amortization 

PGE had originally proposed accelerating the Boardman gain amortization to 
three years instead of the 27-year period approved in VE 47148, Order No. 87-1017. Staff 
opposed the proposal, and PGE withdrew it. OCEVR still supports acceleration of the 
Boardman gain amortization for ratemaking purposes. 

OCEUR argues in favor of the acceleration because it believes that customers 
paid a disproportionate share of overall Boardman costs in the plant's early years. 
According to staff, that is true of every plant. The Commission allows return on 
unrecovered investment. In the early years of a plant, staff points out, unrecovered 
investment is large; later it shrinks. Staff contends that OCEUR's argument assumes 
without stating that PGE sold Boardman for more than the book value of the plant. In 
fact, staff maintains, PGE realized no profit from sale of the plant. 

Staff is correct about the Boardman sale. See Order No. 87-1017 at 28. That 
order established the Boardman gain amortization and found that most of the money PGE 
received from the transaction represented profit from a wholesale power sale between 

4 Incremental power cost estimates reflect the additional power cost incurred per MWh given a small 
increase or decrease in loads. The collaborative chose to use incremental power cost estimates developed 
in the rate case rather than actual power costs. The purpose of this choice was to give the utility an 
incentive to minimize its power costs. That is, if the utility can improve on the estimated power costs, its 
stockholders benefit, but if the actual power costs are greater than expected, the utility must shoulder the 
extra costs. 
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PGE and San Diego Gas & Electric. $51.3 million of the $78.7 million to be amortized 
came from the power sale. The power sale to San Diego Gas and Electric that generated 
the majority of the gain at issue was a system sale, and thus we continue to maintain that 
the gain be amortized as prescribed in Order No. 87-1017. We are persuaded by staffs 
argument and adopt the resolution of the issue contained in the Phase I stipulation, 
Appendix B at 13 .  

S-41: LRIC and Rate Spread 

As part of its filing, PGE submitted a long-run incremental cost (LRIC) study. 
LRIC is a measure of the long-run costs or savings from providing one unit more or less 
of service. The Commission has traditionally used LRIC studies to determine cost 
causation and to help allocate those costs. 

PGE's cost study indicates that commercial and industrial customers pay a 

higher rate relative to the cost of providing service than residential customers. The study, 

as revised by adjustments recommended by staff, shows that current residential rates 
collect 92.5 percent of average recovery oftotal LRIC, while large commercial and 
industrial rates collect 120.1 percent of the average. To help rectifY this disparity and to 
achieve a more balanced distribution of the costs of service, PGE proposes to apply a 
"4-to-l "  methodology in determining rate spread between customer classes. The 4-to-l 
methodology assigns residential customers a percentage increase of four times that 
assigned to medium and large commercial and industrial customers. A 4-to-l approach 
would increase residential rates to 95.6 percent of average recovery and reduce large 
commercial and industrial schedules to 113.0 percent of the average. The Commission 
adopted the 4-to-l methodology in PGE's last general rate case. See UE 79, Order No. 
91-186 at 25. 

PGE's revised LRIC study and its proposed 4-to-l rate spread are supported by 

all parties participating in Phase I of this proceeding with the exception of CUB. CUB 
argues that PGE's use of a "minimum system"

S 
approach to allocate distribution costs in 

the LRIC study assigns too many of those costs to residential customers. CUB suggests 
the use of a "basic customer allocation

,
,
6 method, which would assign a greater share of 

distribution costs to commercial and industrial customers. Using that approach to 
allocate distribution costs, CUB contends that a corrected cost study shows that 
residential customers would actually pay 102.6 percent of indexed costs under a 4-to-l 
rate spread. Due to this fact, CUB argues that the marginal cost study does not support 

5 The minimum system approach divides distribution costs between customer-related and demand-related 
costs by determining the cost of building a theoretical distribution system using the smallest size 
components. The costs of this minimum system, which includes poles, underground conduits, conductors, 
transformers, service drops, and meters, are defmed as customer related. Additional costs associated with 
expanding the minimum-sized system to meet a customer's demand are defmed as demand related. 
6 The basic customer allocation method treats distribution costs that vary directly with the addition or 
subtraction of a single customer as customer related. These exclusive customer cost components primarily 
consist of service drops and meters. All other distribution costs are considered demand related. 
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PGE's rate spread proposal and recommends that any increase in rates be spread equally 
among all rate classes.7 

We are not persuaded by CUB's recommendation for two reasons. First, as 
noted by PGE, when CUB recalculated the marginal costs for residential customers in 
preparing its cost study, it failed to adjust the marginal costs for the nonresidential 
customer classes. That error led CUB to overstate the indexed percent of marginal costs 
for the residential class at 102.6 percent. Using CUB's estimates of marginal distribution 
and customer costs and recalculating marginal costs for the nonresidential classes, the 
corrected figure for residential customers under CUB's approach is 1 0 1 .0 percent of 
indexed costs, under a 4-to-1 rate spread. Because that figure is based on PGE's original 
fIling and does not reflect revenue requirement reductions and other adjustments 
embodied in the stipulation, we add that a 4-to-l rate spread will not likely raise 
residential rates as high as that reduced figure. 

Second, CUB failed to use the appropriate definition of demand in allocating 
distribution costs under the basic customer allocation approach. Under CUB's proposed 

. methodology, any costs other than service drops and meters are classified as demand­
related costs. In applying that method, however, CUB improperly assigned marginal 
costs using a coincident peak (CP) 8 allocator, rather than using a weighted allocation of 
distribution costs that considers both CP and noncoincident peak (NCP).9 Because 
distribution facilities are primarily designed to meet a customer's maximum NCP, the 
costs associated with the system must be allocated on that basis. Thus, CUB's vastly 
different distribution cost allocation results from its different definition of demand, not 
from inherent differences between allocation methods. Had CUB used a correct allocator 
for distribution demand costs, its spread of distribution costs to various rate classes would 
have been similar to that ofPGE's study. 

We have reviewed PGE's revised LRIC study and find the minimum system 
approach appropriate for allocating distribution costs in this proceeding. PGE has used 
that methodology in the development of its marginal costs for over 15  years. Moreover, 
while no unanimity exists on the treatment of distribution costs, a study by the National 

7 In its brief, CUB also implies that PGE is unconcerned about residential rate design due to the availability 
of residential exchange funds from the Bonneville Power Administration (BPA). The Commission 
addresses CUB's comments only to clarify that there is no relationship between rate spread and the 
residential exchange credit. The residential exchange credit is paid by BPA to investor-owned utilities 
based on the difference between the utility's average system cost and BPA's priority fum rate for its 
customer utilities. BPA, not the Commission, determines the amount ofthe credit. Rate spread is 
calculated by the Commission. That is a separate analysis that distributes the utility's revenue requirement 
among customer classes based on the costs incurred by the utility in serving that particular class of 
customers. 
8 CP is the measure of the maximum aggregrate customer usage at a single point of time during the year. 
This is the coincident point in time at which generation and transmission facilities are used to the 
maximum. 
'

NCP measures individual rate class or customer peak demand, which may be significantly higher that at 
the time of system coincident peak. 
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Economic Research Associates found that the minimum system approach was the most 
frequently used method in the treatment of distribution costs. Accordingly, we conclude 
that the revised LRlC study reasonably estimates marginal costs and should be used to 
guide rate spread and rate design. 

We further conclude that PGE's revised rate study supports the 4-to-l rate 
spread proposal. As noted above, the Commission previously adopted the use of a 4-to-l 
methodology in PGE's last general rate case to help set rates more in line with the actual 
costs caused by each customer class. With increasing competition in the electric services 
industry, public policy dictates continued movement toward rate parity. We believe that 
the continued use of a 4-to-l rate spread will help accomplish that goal without 
subjecting residential customers to rate shock. 

In reaching these decisions, we request the parties to address and study other 
cost allocation methods for possible use in PGE's next general rate case. All marginal 
cost studies use simplifying assumptions and conventions to attempt to best estimate cost 
causation. While we have found that PGE' s LRlC study reasonably estimates those costs 
and should be used in this rate proceeding, several parties, including PGE, OCEUR, and 
staff, have suggested possible improvements to the study. These suggested 
improvements include the use of a "facilities approach"IO method for allocating 
distribution costs. In addressing possible adjustments to the marginal cost study, the 
parties should complete discussions in time to implement and recommend changes prior 
to PGE's next general rate case. PGE should take the lead in conducting such 
discussions. 

S-44: Rate Design 

PGE proposed several changes relating to its electric rate design. PGE's filing 
includes: (1) an increase in customer charges for the residential and small commercial 
classes; (2) the elimination of the seasonal differential in demand charges; (3) an increase 
in demand charges and reduction of energy charges for most commercial and industrial 
customers; (4) the addition of a time-of-day differential to energy charges for large 
commercial and industrial service (over 1 MW); and (5) an increase in power factor 
requirements. 

Staff and PGE have stipulated that PGE should implement the proposed overall 
rate design, with the exception of proposed Schedules 1 03 (energy efficiency recovery 
adjustment) and 1 07 (adder for the Boardman sale refund adjustment), and the increase to 
the customer charge on Schedule 7 (residential service). The parties also agree that minor 
deviations may be necessary in implementing these rate design changes to achieve a 

10 The facilities cost approach recognizes that distribution systems are designed using engineering standards 
that consider the number of customers and the expected loads of these customers. Costs are therefore 
detennined on a cost-per-design-kilovolt-ampere basis. 
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smooth transition between rate schedules. The stipulated agreement is set forth in the 
July 1 ,  1994 Stipulation, paragraph 41 (Appendix B, attached). 

ODOE and OCEUR are not parties to the stipulation and raise several issues 
related to PGE's proposed rate design. ODOE advocates the addition of a new tailblock 
rate for residential rates and the inclusion of em[ironmental adders in marginal costs. 
OCEUR objects to the proposed increase in power factor requirements and recommends a 
reduced leveL We address each issue separately. 

ODOE's Inverted Rate Design. PGE's present residential rate tariff employs a 
two-block inverted rate structure. Customers pay one rate for the first 300 KWh per 
month, then pay a higher rate for all additional KWh used in that month. ODOE 
contends that this rate design does not correspond to LRIC and recommends a three-block 
rate structure. ODOE's proposal would retain the current initial block of 0 to 300 KWh 
per month, but change the second block to 300 to 2,300 KWh per month and add a third 
block, priced at LRIC, for use greater than 2,300 KWh per month. ODOE contends that 
this inverted rate design will help send proper price signals and promote energy 
conservation. 

To support its proposed rate design, ODOE asserts that households that use over 
2,300 KWh per month have more opportunities for conservation than households that use 
less electricity. ODOE fails to provide any studies to support that assertion, however. 
PGE's 1 992 Integrated Resource Plan found that over 60 percent of potential savings 
were related to lighting, water heating, and appliances. Thus, all customers, regardless of 
their usage levels, have opportunities to conserve. Moreover, as noted by PGE, less than 
six percent of its residential customers use more than 2,300 KWh per month. With so 
few customers facing this higher tailblock rate, it is uncertain that ODOE's proposal will 
actually promote energy conservation and reduce inefficient electricity use. Given these 
uncertainties, and in the absence of an supporting empirical studies, we are unwilling to 
adopt ODOE's proposed rate structure in this proceeding. 

ODOE's Inclusion of Environmental Externalities. ODOE also recommends 
the use of externality costs in designing residential rates. Specifically, ODOE 
recommends that LRIC should include a $10  per ton of carbon dioxide (C02) adder. 
ODOE contends that such an adder will account for the risk that carbon dioxide emissions 
will be taxed or otherwise internalized in the near future. 

In UM 424, Order No. 93-695, the Commission adopted guidelines for the 
treatment of external environmental costs related to energy resources. Although this 
Connnission decided that it was appropriate to consider external environmental costs in a 
utility's LCP, we recognized that our authority to impose such costs on a utility or its 
customers was limited by law. ld. at 2. Accordingly, we declined to determine whether 
to apply environmental externalities to rate design, and indicated that any decision doing 
so would require further examination of our authority and a full airing of views on the 
merits of including external costs and on the specific cost figures to be used. ld. at 16. 

2 1  



ORDER N4 95 - 3 2 2 
We are aware of numerous state, federal and international efforts to reduce CO2 

emissions. Uncertainties remain, however, whether future regulation will internalize the 
cost of CO2 emissions by utilities. In light of questions regarding our authority to impose 
external environmental costs on a utility, and in the absence of a more complete record on 
this issue, we decline to adopt ODOE's recommendation to include a CO2 adder in LRlC. 

OCEUR's Opposition to Proposed Power Factor Requirements. Currently, 
PGE charges customers $0.50 for each kilovolt-ampere of reactive demand in excess of 
60 percent of the KW billing demand. This occurs when the customer's power factorl l  

drops below 85.7 percent. PGE and staff have stipulated to lowering the threshold level 
for its reactive demand charge from 60 percent of KW billing demand to 40 percent. 
Under that level, customers with power factors below 93 percent will be subject to the 
charge. OCEUR objects to the proposed increase in power factor requirement. OCEUR 
believes that raising the threshold from 85.7 to 93 percent would result in a too drastic 
rate increase for affected customers. It proposes the threshold be changed from 
60 percent of KW billing to 50 percent. That proposal would result in a charge being 
imposed on customers with a power factor less that 89.4 percent. 

We are not persuaded by OCEUR's argument and find the stipulated reduction 
to 40 percent of KW billing reasonable. We take official notice of staff s 1 990 Research 
Report on Electric Energy Efficiency Opportunities in Oregon Industries.!

2 
In that 

report, staff concluded that the power factor threshold should be raised to 90 percent or 
higher to promote customer energy efficiency and reduce energy losses on the utility's 
distribution system. The stipulated proposal would accomplish that recommendation. 
Furthermore, while we acknowledge OCEUR's concerns regarding the extent of the 
increase, the stipulated power factor requirement is similar to that of other Northwest 
utilities, such as the BP A, whose power factor requirement is set at 95 percent, and 

Pacific Power & Light, whose power factor requirement is at 93 percent. 

1 1  A low power factor may reflect poorly loaded motors and causes increased energy losses on a utility's 
distribution system. 
12 Pursuant to OAR 860-14-050(1), a party may explain or rebut the noticed fact within 15 days of 
notification. 
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PHASE II 

Issues List 

On September 15, 1994, staff filed a supplemental list of issues it identified for 
Phase II of this proceeding. As with staff s Phase I issues list, we use staff s numbering 
of Phase II issues in this section of the order. See Appendix F, Adjustment Summary, 

page 1 ,  for a complete list of issues. 

Stipulations 

On November 1 5, 1 994, PGE and staff submitted a stipulation intended to 
resolve rate of return and equity issuance cost issues. The stipulation is attached as 
Appendix E. The stipulation was supported by testimony of John Thornton, Jr., of staff 

and Joseph Hirko and Patrick Hager ofPGE. 

On February 27, 1995, PGE and staff submitted an additional stipulation 
intended to resolve Trojan balancing account issues. The stipulation is attached as 
Appendix D. 

The stipulations and supporting testimony were entered into the record of this 

proceeding as evidence pursuant to OAR 860-14-085. 

Evidentiary Hearing 

During the week of January 9, 1 995, Hearings Officers Ruth Crowley and 
Michael Grant held a Phase II evidentiary hearing in Salem, Oregon. Randy Childress, 

Melinda Horgan, and Rochelle Lessner, Attorneys at Law, appeared on behalf ofPGE. 
Paul Graham and Michael Weirich, Assistant Attorneys General, appeared on behalf of 
staff. John Stephens, Attorney at Law, appeared on behalf of the Citizens' Utility Board 
(CUB). Geoffrey M. Kronick, Attorney at Law, appeared on behalf of the Bonneville 
Power Administration (BPA). John A. Kullberg, ratepayer, appeared on his own behalf. 

Procedural Rulings 

At the outset, we must address several procedural matters raised by URP in its 
Phase II brief. URP first asserts that the procedural history of this case has prejudiced the 
rights of the contested case participants, because the Hearings Officers issued a ruling on 
evidentiary matters the day before Phase II opening briefs were due. URP also argues 
procedural harm from the fact that the Hearings Officers faxed their ruling to Linda 
Williams without checking that she was there to receive the fax, rather than to Daniel 
Meek, URP's counsel of record. 
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We conclude that URP has not suffered prejudice because of the procedmal 
history of this case. URP did not ask for an extension to mitigate any prejudice it might 
have experienced from the ruling. Nor does URP demonstrate how it was prejudiced. In 
fact, although the ruling struck some ofURP's evidence, URP included argument about 
that evidence in its brief. URP's argument about the fax is disingenuous. Ms. Williams 
specifically requested the Hearings Division to fax her the ruling, because Mr. Meek was 
out of the country. 

Second, URP alleges that its request to hold hearings in Portland, made at the 
January 6, 1 995, prehearing conference for Phase II, was denied "without any findings 
why access to the hearings was being arbitrarily denied to the vast majority of affected 
customers." That motion had already been made and denied almost a year earlier, by 
ruling dated Januaty 1 9, 1994. It was not necessary to repeat the grounds for a ruling that 
had already been made. 

URP further argues that refusal to hold hearings in Multnomah County violates 
the equal protection clause of the fourteenth amendment and the privileges and 
immunities clause of the Oregon constitution. We have reviewed URP's arguments and 
are not persuaded by them. 

Based on the record in these proceedings, we make the following: 

FINDINGS OF FACT AND CONCLUSIONS OF LAW 

Stipulated Issues 

The Phase II stipulations submitted by PGE and staff cover three issues: 
S-O: Rate ofRetum; S-33: Equity Issuance Costs; and an unnumbered issue relating to a 
Trojan Cost Balancing Account. The parties have agreed to: (1) a stipulated rate of 
return of 9.51 percent for 1995 and 9.60 percent for 1996; (2) a stipulated common equity 
issuance cost of $ 1 .75 million for both 1 995 and 1996; and (3) a stipulated method to 
vary the amortization of the Trojan investment to take into account the actual revenue 
collected from ratepayers as a result of this order. 

We have reviewed the stipulations and testimony and fmd the agreement on 
these three issues reasonable. Accordingly, the stipulations, attached as Appendices E 
and D, are adopted. 

Contested Issues 

The contested Phase II issues relate to PGE's Trojan Nuclear Power Plant 
(Trojan). The most significant of these issues concerns the ratemaking treatment of 
PGE's remaining investment in Trojan: S-50: Remove Additional Fixed Costs - Net 

24 



ORDER NO. 9 5 "  3 2 2· 

Benefits Analysis. Other issues include: S-45: Trojan Overtime; S-46: Trojan 
Investment Reclassification; S-47: Added Trojan �alvage Recoveries; S-48: Trojan 
Deco=issioning; S-49: Remove Plugging, Sleeving, Analysis and Spare Nuclear 
Reactor Coolant Pump Motor; S-5 1 :  Remove Trojan Power Cost Deferral; S-52: Trojan 
Income Tax Write-off; S-53: and Trojan Intangible Asset Reclassification. 

We will begin with a brief history of Trojan and review of the legal framework 
of this case, including a discussion of the assumed facts and conditions for recovery set 
forth in DR 10, Order No. 93-1 117. That will be followed by a review of staff's net 
benefits analysis (Issue S-50), succeeded by the other contested issues in numerical order. 

History of Trojan 

Trojan began co=ercial operation in 1 976. It was licensed to operate until 
201 1 . Trojan was a single-unit 1 200 MW plant, the largest in the Northwest at the time 
of its construction. PGE owns 67.5 percent ofthe plant. BPA owns 30 percent under net 
billing agreements with the Eugene Water and Electric Board and several other publicly 
owned utilities. PacifiCorp owns 2.5 percent. 

Trojan was a pressurized water reactor (PWR) nuclear generating facility. 
PWRs rely on steam generators to heat and cool the water that powers the generating 
turbine. Steam generators are large pressure vessels that transfer heat from the water in 
the reactor coolant system (primary system) to the water in the turbine system (secondary 
system). The water in the primary system is pressurized to keep it from boiling. The 
heat transfer occurs through the walls of thousands of tubes in the steam generator. The 
primary system water flows inside the tubes and the secondary system water flows 
around the outside of the tubes. The heat transferred to the water on the secondary side of 
the steam generator causes it to boil, producing steam. 

The steam produced in the steam generators flows through piping to the turbine 
generator, where it passes through and drives the turbine. The steam passes through a 
condenser, where it is turned to water, and the water flows through feedwater heaters and 
back into the steam generators. 

The steam generators, particularly the generator tubes, contain the primary 
system radioactive water and prevent the release of radioactive water to the secondary 
system. Trojan contained four steam generators, each with 3,388 tubes, which PGE 
purchased from Westinghouse in 1 968. PGE is currently engaged in a civil suit against 
Westinghouse with respect to the steam generators, which degraded badly starting in 
1 989. By 1991 ,  PGE had plugged or sleeved (permanently attach another tube inside a 
degraded tube) more than 25 percent of its steam generator tubes. 

During its least-cost planning process in 1 992, PGE weighed Trojan's continued 
viability. Among other things, PGE considered the cost of replacing the four steam 
generators in 1 996, the loss of generation that would occur until they were replaced, and 
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the replacement power costs such a loss. would entail. In its 1992 Least-Cost Plan (LCP), 
PGE decided to close Trojan in 1996. As further steam generator degradation became 
apparent, however, PGE realized that closing Trojan immediately was its least-cost . . 
option. On January 4, 1 993, the company armounced the permanent shutdown of Trojan. 
PGE's February 1 993 Update to its LCP shows its analysis.13 

Applicable Law 

As the petitioner in this rate case, PGE has the burden of proof on all issues. 
ORS 757.21 0  provides that, in a rate case, "the utility shall bear the burden of showing 
that the rate or schedule of rates proposed to be established or increased or changed is just 
and reasonable." The requirement applies to PGE's entire case, including the allocation 
of Trojan costs. 

Further, ORS 757.140(2) provides: 

In the following cases the commission may allow in rates, 
directly or indirectly, amounts on the utility's  books of 
account which the commission finds represent undepreciated 
investment in a utility plant, including that which has been 
retired from service: 

* * * * * 

(b) When the commission finds that the retirement is in the 
public interest. 

This statute requires that PGE make an affmnative showing that retirement of Trojan was 
in the public interest in order to include Trojan costs in rates. 

The Commission established the legal framework for the Trojan issues in this 
case in DR 1 0, Order No. 93-1 1 17. In that order, the Commission adopted the reasoning 
of the Attorney General's Opinion Letter OP-6454, which advised that the Commission 
may allow a utility to recover undepreciated investment in retired plant and a return on 
that investment if the Commission finds such recovery to be in the public interest under 
ORS 757 . 140(2)(b ). 

In their Phase II briefs, CUB, URP, and the Public Power Council argue against 
our conclusions in DR 1 0. They contend that ORS 757.355 bars recovery of and return 
on undepreciated investment in retired plant. 14 We fully addressed that argument and 

13 At the Phase II hearing, the Hearings Officers took official notice of both PGE's 1992 LCP and its 
February 1993 Update. The LCP was acknowledged by the Connnission in Order No. 93-803 (LC 7). 
14 ORS 757.355 provides: 
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rejected it in our resolution of DR 1 0. Our decision was appealed to and affirmed by the 
Marion County Circuit Court, and is currently pending before the Oregon Court of 
Appeals. We will not revisit that issue here. 

Standard for Recovery of Undepreciated Investment 

The Concept of Net Benefits. In Order No. 93- 1 1 17, we concluded that one 
way a utility may show that a plant closure is in the public interest is if there is a "net 
benefit" from early closure of the plant. In other words, if the costs of continued 
operation of the plant are greater than the costs associated with retiring the plant plus the 
expected long-term costs of replacing the plant's output, there is a net benefit to closure. 

The DR 10 Requirements. The language ofORS 757.140 is discretionary: the 
Commission may allow the utility to recover undepreciated investment in rates. In Order 
No. 93-1 1 17, we set forth the conditions under which we would favor allowing PGE to 
recover some or all of its undepreciated investment in Trojan and a return on that 
investment. First, we assumed six facts: 

Assumed Facts: 

1 .  Trojan began commercial operation in 1976. The Commission approved the 
inclusion in rate base ofPGE's investment in Trojan in Order No. 75-832 as 
construction work in progress and in Order No. 76-601 as completed plant. 

2.  PGE has made additional investments in Trojan, most of which the Commis­
sion has approved for inclusion in rate base through 1 99 1 ,  the test year approved 
in Order No. 91-186 (UE 79). 

3 .  Since January 1 ,  1992, PGE has made additional investments in Trojan. The 
investments were prudent and necessary for the provision of utility service. 

4. PGE has depreciated and is presently depreciating its investment in Trojan 
over a useful life assumed to end in 201 1 .  Since 1 976, the Commission has set 
PGE's prices to include amounts for aunual depreciation expense and a return on 
the undepreciated balance ofPGE's Trojan investment. 

No public utility shall, directly or indirectly, by any device, charge, demand, collect or receive 
from any customer rates which are derived from a rate base which includes within it any construction, 
building, installation or real or personal property not presently used for providing utility service to that 
customer. 
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5. PGE has accrued, and is presently accruing, and depositing in an external 
trust, funds to decommission Trojan based on a schedule of charges designed to 
produce the estimated amount necessary for decommissioning in 20 I I .  Since 
1976, the Commission has set PGE's prices to include amounts for future 
decommissioning of the plant. 

6. Closing Trojan permanently in January 1993 was PGE's least-cost option. 

Disposition: 

PGE and staff agree that PGE has met its burden of proof with respect to five of 
the six assumed facts, including the fact that permanent closure of Trojan was PGE's 
least-cost option. They disagree on assumed Fact 3 .  

Facts 1 and 2. We find that Fact I is verified by Order Nos. 75-832 and 76-601 ,  
while Fact 2 is verified by Order No. 9 1 - 1 86. 

Fact 3. We find that certain ofPGE's post-1991 investments in Trojan were not 
prudent. We disallow costs for steam generator plugging, sleeving, and analysis and a 
spare reactor coolant pump motor. See discussion at S-49 below. 

Fact 4. In Order No. 76-601 ,  the Commission included the investment in 
Trojan in plant in service. The depreciation rates to be used on that investment were 
specified in a PGE memo dated January 8, 1976. Trojan has been included in plant in 
service in several general rate orders in the intervening years, the most recent being order 
No. 9 1 -1 86. We [rnd that this verifies Fact 4. 

Fact 5. We conclude that Fact 5 is verified. In Order No. 76-601, which 
included Trojan in plant in service, the depreciation rates in use included a negative net 
salvage percentage to cover the cost of removing the plant from service. This percentage 
was not identified as decommissioning at that time, nor was a specific amount of money 
identified as a decommissioning cost. However, negative net salvage and a 
decommissioning accrual are conceptually equivalent (see discussion below, S-48: 
Trojan Decommissioning). 

In Order No. 80-612, t4e Commission adopted a decommissioning study 
prepared by Nuclear Energy Services, Inc. That study estimated the cost of removing 
Trojan from service and established a decommissioning fund. PGE was to make regular 
accruals to that internal sinking fund. The fund was to finance decommissioning when 
the plant was removed from service. The internal sinking fund was maintained until 
Order No. 9 1 - 1 86 (DE 79). In that order, the Commission approved a new 
decommissioning plan; approved the cost estimate associated with the plan; provided for 
an external decommissioning fund to be established and managed by an independent 
trustee; and provided for annual contributions to be made to the fund, which would grow 
to an amount equal to the decommissioning cost estimate at the time of decommissioning 
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in 201 1 . PGE is currently depositing the amount prescribed in Order No. 9 1 -186 in the 
external trust fund. 

Fact 6. PGE relies on its LCP to prove Fact 6. In the November 1 992 Plan, 
PGE compared the costs of three Trojan options: continued operation through 201 1 ,  
phase-out in 1996, when the steam generators would otherwise need to be replaced, and 
immediate closure with the plant kept on standby for two years. PGE compared these 
three options over a range of assumptions about future Trojan operation and the cost of 
replacement resources. In its LCP, PGE concluded that phase-out was the least-cost 
option. In its February 1 993 Update, it compared phase-out with immediate closure and 
not keeping the plant on standby. Based on the analysis in its Update, PGE concluded 
that closing Trojan permanently in January 1993 was its least-cost option. 

Staff agrees that the LCP proves Fact 6. Staff reviewed PGE's model design, 
Trojan cost and operating assumptions, and replacement cost assumptions and determined 
that PGE's analysis of its least-cost option was correct. Staff's review showed that PGE 
used two approaches to model the Trojan cost options. The probabilistic model used 
probability distributions on values for key inputs to generate a distribution of outcomes, 
measured in terms of the present value of avoidable costs. PGE used a range of values 
for Trojan capacity factor, fixed operations and maintenance costs, and capital additions. 
PGE used the Northwest Power Planning Council's (NWPPC) regional plarming model 
as one basis for replacement power costs. 

PGE also used a scenario approach, in which costs were derived from specific 
. input values. The company combined different assumptions about loads, gas prices, 
nuclear and emission externalities, and Trojan operations and costs. Replacement costs in 
the scenario approach were based on resources available to PGE instead of the regional 
portfolio developed in the NWPPC model. In its Update, PGE changed its assumptions 
about Trojan costs and operations and about replacement power costs in 1 993-1 996. It 
examined scenarios based on different assumptions for forced outages, plant repair costs, 
and replacement costs. 

After reviewing PGE's LCP and staff's evaluation, we conclude that PGE has 
proved Fact 6. 

Although PGE has not proven Fact 3,  PGE has substantially complied with the 
requirement that it prove all six facts in a rate case. We have the discretion to disallow 
those costs found to be imprudent and to allow a recovery of some or all of the 
undepreciated Trojan investment. 

Conditions on Recovery: 

After setting out the six assumed facts that PGE must prove, we listed six 
conditions that PGE must meet in order for the Commission to allow it to recover some 
or all of its undepreciated investment in Trojan: 
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1 .  PGE's questions are based on six assumed facts regarding Trojan. PGE must 
prove all six facts in a rate case or similar forum. 

2. PGE must show that it has made a diligent effort to reduce other company 
costs to offset the inclusion of any Trojan costs in rates. For instance, PGE may 
show that the Trojan closure decision is consistent with least-cost planning 
criteria over the longer term, but that near-term rates may be higher as a result of 
the decision. PGE must show that it has made reasonable efforts to keep costs 
down, especially discretionary costs, before asking customers to pay higher bills 
in the near term to support its closure decision. 

3 .  PGE must show why it is reasonable to allow 1 00 percent recovery of 
Trojan-related costs in rates. Issues regarding cost recovery are complex and 
significant. After review, the Commission may decide that PGE is entitled to 
full recovery of unrecovered plant costs, or it may determine that some cost 
sharing should occur between customers and investors. 

4. PGE must show that it has aggressively attempted to maximize the salvage 
value of the Trojan facility. If customers are asked to bear some unrecovered 
costs, PGE must show it is making every reasonable effort to mitigate those 
costs. 

5.  PGE must report withil1 30 days any settlement or award related to 
replacement power costs, unamortized investment, or any other costs of owning 
or operating the Trojan plant. 

6. PGE must provide satisfactory evidence with regard to any other matter the 
Commission deems relevant to this issue in a rate proceeding. 

Disposition: 

The first condition, proving the assumed facts, is addressed immediately 
above. As to cost reduction, the second condition, staff concluded that PGE had made 
good efforts to reduce company costs to offset Trojan cost recovery. However, staff 
compared PGE's administrative and general (A&G) costs with those ofPuget Sound 
Power and Light, a comparable utility in terms of size and service area.ls PGE's costs 
were materially higher for 1989 through 1 993, and staff concluded that PGE could find 
ways to reduce A&G costs still more. 

IS A&G costs are largely discretionary. Discretionary costs include operating and maintenance expense 
accounts (company labor and benefits, contract labor, office supplies and expenses, insurances, 
transportation, and outside services). They exclude Trojan O&M, amortization of energy efficiency 
balances, uncollectible accounts, regulatory expenses, and rents. 
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We agree with staff that it is possible for PGE to be more aggressive in its efforts 
to reduce discretionary costs. Trojan's closure is having and will continue to have an 
adverse effect on customer rates in the near term. Amortization of replacement power 
cost deferrals will add approximately $150 million to PGE's revenue requirement from 
1 992 through completion of amortization. While PGE has made some efforts at cost 
reduction, we believe that the company can an'cl should do more to mitigate the adverse 
rate effects discussed above. Accordingly, PGE's rates should recognize a reduction of 
1 percent in discretionary costs over and above that approved in Phase I of this Order. 
We fmd this a reasonable allowance for discretionary costs. We decline to identify 
particular program areas that may be susceptible to reassessment or to impose specific 
cost reductions. These discretionary costs are best managed by the company. 

We acknowledge that these reductions will require difficult choices. 
Nonetheless, we expect the company to make those choices if it is asking customers to 
pay higher bills in the near term to support PGE's closure decision. This reduction in 
discretionary costs reduces PGE'srevenue requirement by $ 1 .631 million in 1995 and 
$ 1 .687 million in 1996. 

The third of the DR 10 conditions merely puts forth in condensed form PGE's 
entire Phase II case. We address this condition below as Issue S-50: Remove Additional 
Fixed Costs - Net Benefits Analysis. The fourth condition, dealing with salvage value, is 
also addressed below under Issue S-47,Added Trojan Salvage Recoveries. The fifth 
condition, requiring PGE to report any settlement or award, is not yet ripe. We continue 
to impose this requirement on PGE. We did not impose any additional requirements 
pursuant to the sixth condition. 

The Net Benefits Test 

As Order No. 93-1 1 17 set out, the first step in determining whether closing 
Trojan was in the public interest under ORS 757. 140(2) is to ask whether there is a net 
benefit from closure. In its initial filing in November 1 993, PGE relied on its least-cost 
planning analysis to justify its position that it should receive 1 00 percent recovery of 
Trojan costs. PGE maintains that closing Trojan was its least-cost option. 

Staff agrees that closing Trojan was PGE's least-cost option. Staff argues, 
however, that an LCP analysis does not serve to determine whether an action is in the 
public interest for purposes of allocating undepreciated Trojan investment. The LCP 
takes the plant as it exists at the time of LCP review. It does not question whether actual 
costs should have been incurred. It then projects costs based on the plant's actual 
operation out over the time until Trojan's license would have expired. Under an LCP, a 
poorly run plant may be so expensive to operate that closure would be the least-cost 
option. That outcome is appropriate and desirable in the framework ofthe least-cost 
planning process. 
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Staff contends, however, that the LCP is not the appropriate tool to determine 

who should pay for the remaining undepreciated investment in a prematurely retired 
plant. Using the LCP to allocate remaining undepreciated costs could allow a utility to 
shift the capital or operating costs of its own imprudence to ratepayers. If PGE managed 
Trojan imprudently and the costs and capacity factor used to model continued Trojan 
operation were adversely affected as a result, the apparent benefit of closing the plant 
would be overstated. 

Staff argues that the net benefits analysis is the appropriate vehicle for deciding 
how to allocate the remaining Trojan costs. A net benefits analysis is not used to decide 
whether a plant should be kept in operation. Instead, it compares the allowable projected 
costs of continuing to operate a plant with the allowable costs of closure. Allowable 
costs are those costs the Commission would deem reasonable and allow PGE to collect 
from its ratepayers. 

Consequently, staff performed a net benefits analysis of PGE' s operation of 
Trojan. Like the LCP, the net benefits analysis projected the costs of operating Trojan 
out to 201 1 ,  the year in which the plant would have closed. The starting point for staff's 
study was 1 995, the first test year in this proceeding. Staff s review differed from an 
LCP analysis in two significant ways. First, it asked what projected costs are allowable, 
and disallowed those costs that it considered not reasonable to impose on ratepayers. 
Second, it used updated information, while the LCP used information as of the time the 
decision was made to close the plant. 16 

PGE argues that it is bad policy for the Commission to modify the outcome of 
the LCP. The utility notes that its decision to close Trojan was reached in the least-cost 
planning process and acknowledged by this Commission. Actions pursuant to an 
acknowledged LCP are in the public interest, PGE argues. The utility maintains that it 
must be able to rely on cost recovery for prudent actions, such as taking a facility out of 
service where that is the least-cost option. If not, PGE contends, utilities will have no 
incentive to discontinue operation of such facilities. 

Disposition: 

We agree with staff that the net benefits analysis is the appropriate vehicle for 
determining whether closure of Trojan was in the public interest for purposes of 
determining recovery of undepreciated investment. PGE argues that failure to grant 
recovery for least-cost actions could lead to utilities operating plants that should be 
closed. The Commission responds that if an LCP dictates closure of a plant and a 

16 The net benefits analysis and lbe LCP differ in a furtber particular also. Under lbe net benefits analysis, 
sunk investment cost is added to lbe cost of each option. An LCP focuses on lbe avoidable or deferrable 
costs of a resource option. The net benefit treatment of sunk investment cost does not, however, change 
the difference between lbe costs of any two options, so it does not play a role in staff's assessment of net 
benefits. 
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company continues to operate it, the company may not be allowed the full cost of 
operating the plant in rates. Thus a utility would have no incentive to keep a poorly run, 

expensive plant on line. Staffs net benefits methodology will be discussed and evaluated 
immediately below (S-50: Remove Additional Fixed Costs - Net Benefits Analysis). 
We also agree that the relevant study period for the net benefits analysis is 1 995-201 1 .  

Post-1991 Capital Expenditures 

In addition to its net benefits analysis, staff reviewed POE's post- 1 99 1  Trojan­
related capital expenditures. Those expenditures have never been in POE's rate base, 
because they were incurred after POE's last general rate case, UE 79. These expenditures 
include all post- 1 99 1  steam generator costs (deferred or capitalized plugging, sleeving, 
and analysis activities), which amount to about $14.9 million, and a spare reactor coolant 
pump motor, purchased in March 1991 for $2.2 million and never used. 

ORS 757.140 does not apply to these expenditures. They are evaluated simply 
as capital expenditures proposed for rate base treatment and excluded for reasons 
discussed under Issue S-49 below. 

S-50: Remove Additioual Fixed Costs - Net Benefits Analysis 

As stated, a net benefit exists when the dollars saved by prematurely retiring 
plant are greater than the costs associated with building new plant. Here, staff made that 
determination with regard to the early retirement of Trojan by taking the difference 
between (I) the expected allowable long-term costs of continued operation of Trojan and 
(2) the costs associated with closing the plant plus expected long-term costs of replacing 
its output. Stated in algebraic terms, a net benefit eXIsts if: 

(X + Y» (X + Z) 

where: X = Unamortized investment in Trojan 
. Y = Expected allowable long-term costs of continued 

Trojan operation 
Z = Replacement resource costs 

Calculating the long-term costs of Trojan's operation and replacement resources 
is a difficult matter. Staff's net benefits analysis is necessarily detailed and complex. 
Difficulties arise in quantifying the long-term effects of a series of past choices and 
projecting them out 1 7  years. Relatively small changes in some key allowable cost inputs 
adjustments produce a large change in results. This sensitivity is a result of the fact that 
Trojan closed 1 9  years prior to the expiration of its 35-year license life. 

To explain the net benefits analysis, we will describe briefly the numerous steps 
involved in staff's review and surumarize staff's findings. POE and, to a lesser extent, 

33 



ORDER NO. 

CUB, recommend a munber of changes to staff s analysis. We address those arguments 
as they arise, and resolve disputed issues in the course of our discussion. 

1. Least-Cost Plan (LCP) as a Starting Point 

9 5 - 3 2 � 

As noted above, staff concluded that PGE' s least cost planning analysis was not 
appropriate for determining the net benefits of closing Trojan. However, staff determined 
that the company's LCP was a good starting point to establish both the long-term cost of 
replacing Trojan's output and the expected allowable long-term total capital and 
operating cost of the plant. For purposes of the net benefits analysis, however, staff 
found that it had to resolve two basic problems with the LCP before beginning its review. 
First, because PGE prepared the LCP in two parts--the November 1992 Plan and the 1 993 
Update--staff first had to combine and reconcile the results. Second, because the LCP 
relied on different planning "scenarios," staff had to identify and select the scenarios most 
compatible with a net benefits review. 

Staff began its analysis by choosing the results of: (1) Case 1 b in the 1992 Plan, 
which showed that continued operation of Trojan until 201 1  would cost $ 1 1 0  million 
more than phase-out in 1996; and (2) Scenario 3 in the Update, which concluded that 
phase-out would cost $78 million more than inunediate shutdown. Staff then combined 
the results of the two planning scenarios to obtain a beginning estimate of the higher cost 
of continued operation of Trojan relative to inunediate shutdown, i.e., $188 million. Staff 
further determined that two additional adjustments were necessary to account for different 
assumptions about phase-out in Case Ib and Scenario 3. Staff removed additional O&M 
and A&G costs that PGE included in the 1 993 Update. Staff also adjusted for capacity 
factor differences in 1993-1 995 as part of the first step in its overall capacity factor 
adjustment 

PGE raises two arguments relating to staff s use of the LCP as a starting point 
for its net benefits analysis. First, PGE challenges staff s reliance on Case 1 b from the 
1992 Plan. It believes that the LCP's probabilistic analysis, not the scenario approach, 
provides a more complete view of all potential outcomes and should be used in staff s net 
benefits test. Using the $168 million expected net present value of phase-out over 
continued operation determined from the probabilistic analysis instead of the $1 10  
million figure from Case 1 b would reduce the negative net benefit to about one-third of 
staff s estimate. 

We are not persuaded by PGE's argument. As staff notes, the discrete input 
values used in Case I b closely approximate the expected values of the probability 
distributions PGE constructed for the Trojan inputs. Moreover, Case Ib is based on 
replacement resources available to PGE, unlike the probabilistic analysis run with 
replacement costs derived from the Northwest Power Planning Council's regional model. 
Staff s use of Case 1 b also allowed it to use the sensitivity analysis results reported by 
PGE for various Trojan and replacement cost inputs. For these reasons, we agree with 
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staff that the Case 1 b result, combined with Scenario 3, should be the starting point of the 
net benefits analysis. 

P GE next contends that the least-cost p1arming results should be modified to 
reflect the use of different nuclear fuel assumptions in the 1 992 Plan and the Update. 
We find PGE's proposed adjustment reasonable and accept it. This adjustment is further 
addressed below as part of our resolution of Issue S-50. 

2. Adjustments to Update the LCP with Current Information 

Staff next revised the least-cost planning results to incorporate currently 
available information. Staff made a total of four such adjustments. Three of the 
adjustments are not disputed: (l)  to reflect lower transition costs experienced and 
projected by P GE for 1 993-1995; (2) to recognize lower replacement power costs in 
1993-1995, based on P GE's recent experience and current projections; and (3) to show 
lower gas prices, using the gas price forecast it sponsored in Phase I of this proceeding. 

Staffs fourth adjustment revised the LCP to incorporate new information about 
the capital costs of long-run replacement resources. Staff modified the LCP to reflect (1)  
lower estimates of the installed cost of new gas-fired resources; and (2) a 1 00 MW 
reduction in P GE's reserve margin requirement. P GE challenges both elements of this 
adjustment. 

First, P GE contends that staff's analysis overstates the. costs of a new gas-fired 
resource by not correcting an error in the carrying charges 17 used in the 1992 Plan. We 
fmd P GE' s proposed adjustment reasonable and adopt it. We address this adjustment 
below as part of our resolution of Issue S-50. 

Second, P GE contends that the net benefits analysis should assume a 145 MW 
reduction in its planning reserve margin requirement, rather than staff s proposed 1 00 
MW reduction. PGE contends that, in addition to a 100 MW reduction in its forced 
outage reserve requirements brought about by Trojan's closure, its operating reserve 
needs have also decreased by approximately 45 MW as a result of replacement power 
purchases. Because these power purchases carry their own operating reserves, P GE 
contends that staff's adjustment should reflect this additional reduction in the company's 
operating reserve requirements. 

We find that staff's 100 MW reduction is more appropriate for a net benefits 
analysis. Although P GE claims to have experienced a reduction in its operating reserves, 
it admitted that it has not completed studies required to quantify any effect of closing 
Trojan on its operating reserve requirements. Furthermore, as staff points out, the 
replacement power purchases that purportedly reduce P GE's operating reserves are short-

17 Carrying charges are factors used to convert capital costs into annual revenue requirements. 
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run replacements for Trojan. When long-run resources become operational, POE's 
required operating reserves will increase. 

3. Adjustment to LCP for 1995-2011  Study Period 

9 5 - 3 2 2 

To reflect a 1995-201 1  study period, staff adjusted the LCP to remove the costs 
of continued Trojan operation and immediate shutdown for 1993-1994. Because the 
costs of continued operation are less than the costs of shutdown in 1993-1994, the 
adjustment increases the net benefits of closing Trojan. 

4. Adjustments to LCP to Reflect Allowable Costs 

As previously stated, a net benefits analysis compares the allowable costs of 
continuing to operate a plant to the costs of closure. To help determine the correct 
amount of present and future allowable costs, staff retained the services of Theodore 
Barry and Associates (TBA), an independent firm specializing in providing consulting 
services pertaining to the energy and telecommunications industries. TBA has performed 
many nuclear plant reviews, management assessments, and audits, and it has testified in 
numerous power plant rate case proceedings. We find TBA qualified to advise staff in its 
net benefits review. 

TBA evaluated the reasonableness of POE's operation and management of 
Trojan from its initial commercial operation in 1 976 through current delicensing and 
decommissioning activities. TBA described its standard of review as follows: 

Whether POE personnel, in managing activities associated with 
operations, maintenance, outages, engineering, modifications, 
quality assurance, and other activities at Trojan, made the 
decisions and took the,actions, including the allocation of 
resources and the implementation of management and control 
systems, that a reasonable, experienced and competent manager 
of a licensed nuclear power facility would be expected to take, 
to operate and maintain the Trojan Nuclear Plant in a safe, . 
reliable and cost effective manner. Where it appeared that such 
actions had possibly not been taken, and systems not 
implemented, we looked to see whether POE management 
personnel took reasonable and timely actions to correct the 
situation. 

TBA focused on those factors that represented the controllable 
elements of plant-related activities, in the context of information 
that was known, or was available to, and should have been 
known by POE at the time. We were careful not to judge POE's 
actions based on the results of its actions; rather we ascertained 
whether POE made a reasonable choice from among the 
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alternatives that were, or should have been available, i.e., we 
were careful to avoid the use of hindsight in our assessments. 

In addition, we recognized that one or more courses of action 
can be deemed reasonable for a given set of circumstances, and 
did not limit our determination of reasonableness to only the 
best course of action, but considered the applicable range of 
reasonable actions in making our assessments. 

TBA examined key areas ofPGE's management and operation of Trojan to 
determine its reasonableness as well as its impact on key inputs for staffs net benefits 
analysis. Generally, TBA's evaluation can be divided into three major areas: 
(1) comparative performance analysis; (2) review of management issues; and (3) analysis 
of steam generator issues. TBA's evaluation and findings in these three areas are 
addressed separately, followed by a discussion of TBA' s quantification of its findings for 
the net benefits analysis. 

A. TBA's Comparative Performance Analysis 

TBA compared Trojan's performance to that of other nuclear plants to help 
quantify the cumulative impact of the numerous controllable and uncontrollable factors 
on the plant's performance in the context of the performance achieved by comparable 
plants. TBA included several factors in its comparative analysis, including capacity 
factors, 18 availability factors, 19 O&M expenditures, Nuclear Regulatory Commission 
(NRC) Systematic Assessment of Licensee Performance (SALP) Report ratings, NRC 
Maintenance Team Inspection (MIl) Report ratings, and planoed refueling outage 
duration. 

Using these factors, TBA compared Trojan's performance to: (1) other single­
unit nuclear plants; (2) other single-unit nuclear plants with pressurized water reactor 
(PWR) nuclear supply systems; (3) nuclear plants that began commercial operation 
between 1971 and 198 1 ;  and (4) all domestic nuclear plants. TBA selected those 
comparison groups to provide the maximum number of comparable nuclear plants for 
each parameter and include the plants with the characteristics most suitable for 
comparative purposes. In each comparison, TBA attempted to use as large a comparison 
group as possible in order to avoid skewing the data presented in the comparisons. At the 
same time, TBA was careful to exclude certain plants when the use of all nuclear plants 
would have been unfair to PGE. For instance, TBA excluded multiple-unit nuclear plants 
from O&M cost comparisons, because they typically have a lower O&M than single-unit 

18 
Capacity factor is defined as the ratio of actual generation to maximum possible generation, based on the 

rating of the unit, expressed as a percentage. 
19 Availability factor is defmed as the ratio, expressed as a percentage, of the toial amount of generation a 
plant could have produced, without discretionary shutdowns or power outage reductions, to the maximum 
possible generation a plant could have produced without any outages, discretionary or not. 
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plants such as Trojan. These comparison groups typically included from 26 to 40 nuclear 
units out of a total of approximately 1 00 units currently operating in the United States. 

After its review, TBA determined that Trojan's lifetime performance on a total 
O&M costIMWh generated basis was good, compared to plants that faced similar 
regulatory and management challenges. TBA further determined, however, that the 
favorable cost comparison was largely due to Trojan's relatively low O&M costs for most 
years prior to 1 987, which compensated for the plant's relatively poor capacity factor 
performance. O&M costs increased significantly beginning in 1 987, and TBA concluded 
that Trojan did not compare favorably to other single-unit nuclear plants in 1993, the year 
POE decided to close Trojan. 

TBA also drew several conclusions regarding specific factors identified above 
to be used in its analysis. Stated briefly, TBA found that: 

• Trojan's lifetime capacity and availability factors were significantly 
lower than the same factors for all domestic nuclear power plants through 
1992. 

• Trojan had an economy of scale advantage over smaller single-unit 
plants. 

• Trojan performed favorably over its life on a nonfuel O&M costIMWh 
generated basis, but significant O&M cost increases in 1 987 and thereafter 
were an important factor in POE's decision to close Trojan. 

• Trojan's low average capacity factor, together with its increasing O&M 
costs, caused the plant to be more costly in the early 1990s than the 
average for other single-unit plants. 

• POE's SALP scores deteriorated from the early 1980s through the early 
1990s. 

• Trojan's MTI performance was in the lowest (worst) quartile of plants 
reviewed, suggesting that POE did not pay appropriate attention to Trojan 
maintenance activities. 

• Trojan's outage performance had a negative impact on capacity factor. 

POE disputes the validity ofTBA's comparative analysis. It contends that 
TBA's findings are suspect for several reasons, including: (1) biased and improper 
comparison group selection; (2) biased and improper time period selection; and 
(3) incomplete data selection. POE provides its own comparative performance analysis, 
which it believes establishes that Trojan cost performance throughout the period from 
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1 976 through 1 992 was exceptional as compared to a cross section of subgroups of 
nuclear plants. 

After a review of both comparative analyses, we find TBA's study more reliable 
to help quantify the impact of numerous factors on Trojan's performance. TBA's  
conclusions are well reasoned and based on the most complete and appropriate 
information. We do not fmd PGE's comparative analysis persuasive and, for the 
following reasons, give it little weight. First, PGE's conclusions are based on a 
comparison of average performance over the life of Trojan and other nuclear plants. The 
use oflifetime performance averages, however, inappropriately masks Trojan's declining 
performance from 1987 through 1 992, as well as industry trends in outage durations. 
Moreover, PGE did not base its LCP inputs on Trojan's lifetime average performance, 
but rather on Trojan's performance immediately prior to the formulation of the LCP. 

Second, PGE inappropriately compared Trojan's performance to small subsets 
of plants that masked the impact of Trojan's regulatory compliance problems on its 
performance. For example, for its most comparable group of plants, PGE used selection 
criteria that resulted in a comparison group of only five other plants, many of which had 
poor performance characteristics. Similarly, PGE limited its comparison group for 
capacity factor and availability factor to 12 plants, eight of which were on the NRC's 
Watch List of Troubled Plants. We are more persuaded by the comparative analysis 
performed by TBA, which appropriately used minimum selection criteria to produce a 
large data set to dampen the effects of the best and worst performing plants, as well as the 
effects of individual plant performance anomalies. 

We acknowledge that PGE made two comparisons that TBA did not -­
comparisons on the basis ofrevenue requirements and capital expenditures. However, 
revenue requirements are heavily influenced by historical factors, such as initial 
capitalization and subsequent capital additions. These factors are generally not as 
controllable by management as other cost components, such as O&M. Furthermore, PGE 
inappropriately assumed an identical return on book value for all nuclear plants. To 

adopt that assumption, PGE erroneously assumes an identical capital structure for all 
nuclear plants as well as equivalent authorized rates of return on each category of capital 
fund. PGE made additional errors that cast doubt on the reliability of its comparisons. 
For example, PGE compared initial and total nuclear plant capitalization costs after 
inflating to 1 993 dollars, when annual revenue requirements are based on historical costs. 

Finally, PGE criticizes TBA's use of SALP scores. The NRC generates a SALP 
report approximately once a year for each licensee. For the functional areas reviewed, the 
NRC assigns a numerical rating of 1 , 2, or 3, with 1 being the highest rating and 3 the 
lowest. PGE argues that TBA's use of SALP scores to define reasonable management 
performance is improper. We agree that a determination of imprudence should not be 
based solely on a licensee's SALP score. Nonetheless, TBA properly used SALP scores 
to identify areas warranting further investigation, such as quality assurance, engineering 
management, and other areas addressed below. 
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B. TBA Review ofPGE Management 

TBA next examined PGE's management of the Trojan plant. Based on the 
comparative performance analysis and a preliminary review of Trojan documentation, 
TBA identified and examined several areas it believed had the greatest impact on Trojan's 
performance, particularly during the years immediately prior to PGE' s decision to close 
the plant. The areas reviewed by TBA included PGE's quality assurance, engineering 
management, operations management, maintenance management, outage management, 
and regulatory compliance performance. 

TBA's review found several areas where PGE's performance was good or 
exceptional. TBA found that Trojan placed twelfth among thirty-nine plants on the basis 
of lifetime O&M costslMWh generated. TBA characterized PGE's overall emergency 
preparedness as good, noting that Trojan was one of the first plants to have a public 
waming system. TBA also rated PGE's performance in nuclear fuel management, steam 
generator inspection and repair, and delicensing as excellent. With regard to nuclear fuel 
management, TBA found that Trojan' s fuel costs since the mid-1980s were generally 
ranked among the lowest of all domestic PWR plants. It concluded that PGE's actions to 
address steam generator degradation, once it realized that serious problems existed, were 
extensive, timely, and appropriate. Finally, TBA noted that PGE's delicensing activities 
allowed it to reduce staffmg at the plant more rapidly than anticipated and achieve 
significant costs savings. 

TBA further concluded that PGE's operations management was generally good. 
Although PGE's operations management of Trojan deteriorated significantly from 1980 
through 1984, TBA found that PGE was able to sustain improved performance into the 
1990s. By the late 1980s, TBA believes that PGE's operations management was so good 
that it may have saved Trojan from being added to the NRC's Watch List of Troubled 
Plants. 

TBA also found several areas where PGE's performance was poor or deficient, 
however. Those areas are as follows: 

Quality Assurance: Quality assurance (QA) comprises all plarmed and 
systematic actions necessary to ensure that the plant and its components will perform 
satisfactorily in service. QA requirements are prescribed in Title 10  of the Code of 
Federal Regulations (CFR), Part 50, Appendix B, and are enforced by the NRC. 

TBA found that PGE's QA program was either deficient or seriously deficient 
throughout most of Trojan's commercial operation. TBA determined that the root causes 
for the deficiencies were: (1) insufficient management involvement in the QA program 
direction and review; and (2) an inappropriate focus on administrative audits rather than 
performance audits. TBA concluded that, despite warnings and opportunities to improve 
QA performance, PGE did not make the necessary changes until the 1 990s. TBA 
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believes that these avoidable deficiencies had a noticeable impact on PGE's regulatory 
compliance and engineering and maintenance performance in the mid-to-Iate 1980s. 

Engineering Management: The primary engineering activities associated with 
an operating nuclear plant include the design and engineering of plant modifications and 
additions; providing technical input regarding the operation of plant equipment, 
components and systems; providing technical support regarding the resolution of plant 
problems; providing technical input regarding plant licensing issues; and directing and 
coordinating activities regarding the nuclear fuel cycle. 

TBA found that PGE's overall engineering and engineering management 
performance was significantly deficient. TBA determined that: (1) PGE's propensity to 
minimize the use of outside engineering firms, and to maintain relatively low salaries for 
permanent engineering personnel, required it to rely heavily on contractor personnel, 
which caused dissatisfaction among permanent employees and affected performance; 
(2) PGE's cost consciousness tended to limit opportunities for PGE's engineers to 
interface with others in the nuclear industry; (3) PGE's delay in moving engineers to the 
site limited their ability to become involved in plant-related activities; and (4) PGE's 
overall inability to effectively manage its engineering work force limited the 
effectiveness of its engineering support of plant activities. TBA concluded that the 
deficiencies were avoidable and severely affected PGE's regulatory compliance 
performance. 

Maintenance management: Maintenance management comprises the 
management ofthe activities necessary to keep plant equipment, components, and 
systems in a state suitable for safe and reliable operation. 

TBA found that PGE's overall maintenance performance deteriorated during the 
1 980s. TBA believes that these deficiencies contributed to PGE's overall declining 
performance in the mid-to-Iate 1 980s and that the resulting cost impacts, while not as 
significant as in quality assurance and engineering, were avoidable. 

Outage planning and management: Outage plarming comprises the actions 
necessary, prior to an outage, to plan, schedule and prepare for outage activities in an 
efficient and timely marmer. Outage management comprises the actions necessary to 
coordinate and perform the outage activities in an efficient and timely marmer, including 
revising plans and schedules to accommodate changing conditions and emerging 
problems. 

TBA found that Trojan's refueling outage performance was dismal starting in 
1 987. Among other things, TBA determined that Trojan's outages generally took 
significantly longer than plarmed. TBA concludes that the outage management 
deficiencies were avoidable and had a negative effect on Trojan's capacity factor. 
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Regulatory compliance: TBA examined PGE's recognition of and compliance 

with the regulatory requirements governing the engineering, design, operation, 
maintenance, and testing associated with Trojan's safety-related structures, systems, 
equipment and components. In its examination, TBA reviewed (1) the frequency of 
NRC-assessed violations at Trojan in the 1 980s; (2) the impact ofPGE's actions that were 
at the root of the violations; (3) the need to significantly improve PGE's performance on 
Trojan expenditures; and (4) the impact of all of the above factors on PGE's decision to 
close the plant prematurely. 

TEA found that PGE's Trojan regulatory compliance was poor. This 
inadequacy, TBA determined, was caused by previously discussed management 
deficiencies, particularly in the areas of QA, engineering, operations management in the 
early 1 980s, and maintenance management. TBA concluded that an important impact of 
PGE's poor regulatory compliance was increased O&M expenditures as the company 
attempted to "catch up" and improve performance. TBA noted that, during the period 
from 1 986 to 1 989, Trojan's nonfuel O&M expenditures increased from approximately 
$52 million to $102.3 million, an increase of almost 100 percent. 

TBA also concluded that PGE ran a considerable risk in adopting a management 
strategy to minimize regulatory margin. The NRC defmes minimum regulatory 
requirements for every aspect of nuclear operations. A nuclear plant's performance 
should exceed this minimum level to provide additional assurance that the plant operator 
will meet the minimum requirements. The level of performance above minimum 
regulatory requirements is called regulatory margin; the greater the margin, the greater 
assurance that the minimum requirements will be maintained. In order to maintain 
relatively low costs, PGE adopted a strategy of minimizing regulatory margin. TEA 
concluded, however, that the company's implementation of that strategy was seriously 
deficient. TBA found that PGE had failed to adopt appropriate criteria to guide its 
implementation activities, which prevented it from reacting appropriately to NRC 
feedback and concerns regarding its regulatory performance. TBA further found that the 
cumulative effect of these prior deficiencies made the implementation of corrective action 
in 1 986 difficult, costly, and time consuming. TBA fmally observed that, throughout the 
1 980s, the NRC assessed PGE with several Severity Level II and III violations and 
associated civil penalties as a result of the deficient regulatory compliance performance 
that resulted from its precarious strategy. 

Summary: To summarize, TBA drew the following conclusions: 

• Trojan was among the best performing nuclear plants in the early 1980s 
in terms of O&M costIMWh generated and regulatory compliance . 

• After 1 982, Trojan's regulatory compliance began to deteriorate and, by 
1987, Trojan's economic performance was declining due to significantly 
increased O&M costs with no offsetting improvement in capacity factors. 

42 



ORDER NO. 9 5 - 3 2 2  

• By 1988, Trojan was among the worst nuclear plants . 

• By 1992, Trojan had lost virtually all the prior cost advantage over other 
single-unit plants that it had achieved in the early 1980s through good 
management. 

C. TBA's Analysis of the Steam Generator Issue 

As a final area of its analysis, TBA examined numerous issues relating to the 
design, operation, and maintenance of the Trojan steam generators. TBA's review began 
with PGE's purchase of the steam generators from Westinghouse in 1 968 and ran through 
PGE's decision to close Trojan in 1993. 

TBA reviewed the steam generator design, PGE's purchase decision, and PGE's 
operation and care of the steam generators to determine, in part, how the equipment's 
degradation factored into the LCP and the net benefits analysis. TBA concluded that 
PGE acted prudently with regard to its steam generator degradation activities. 

D. Quantification of Deficiencies for Net Benefits Analysis 

In addition to its review ofPGE's operation and management of Trojan, and 
partly in reliance on the [mdings from that investigation, TBA helped staff forecast 
certain key allowable costs of future Trojan operation. These three key components of 
the continued operation forecasts include: (1) O&M costs; (2) capacity factor; and 
(3) steam generator costs. In quantifying the impacts ofPGE's management deficiencies, 
TBA applied a performance standard of what PGE could reasonably have achieved. 
TBA's quantification methodologies resulted in a range of values for the various inputs. 
The two extremes of each range are equally likely for the purpose of determining 
allowable costs. However, because the range reflects a prediction of costs that would 
have been allowed in future rate cases, only one value in the range would have been 
allowed and any amount above that would have been disallowed. 

For the purposes of the net benefits analysis, staff used the midpoint of each 
range, because it represents the middle point between equally likely higher and lower 
values. Staff assumed a flat distribution, because it had no basis for concluding that any 
one point in the range was more likely than another. PGE challenges staff's use of 
midpoints, asserting that staff's methodology ignores other potentially acceptable values 
in the ranges of assumptions. We disagree. Staff supported its use of the midpoint values 
with a probabilistic analysis by: (1) assuming a uniform probability distribution over 
each range, i.e., assuming that all values in a range are equally probable and values 
outside the range have zero probability of occurring; (2) selecting a value from each 
range at random; (3) calculating the net benefit with the values selected; (4) repeating the 
input selection and the net benefit calculation many times; and (5) averaging the resulting 
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net benefits estimates. Staff s analysis determined that the average expected net benefit is 
approximately the same as that determined by selecting the midpoint values. 
Furthermore, staffs approach is similar to the one PGE used in its least-cost planning 
analysis. PGE reported the expected value of the difference in costs between continued 
plant operation and phase-out from its probabilistic analysis, just as staff has done for net 
benefits. 

As discussed above, TBA's review ofPGE's operation of Trojan revealed 
management deficiencies that resulted in significant cost increases from 1 987 to 1992. 
From those findings, TBA concluded that PGE' s least-cost planning analysis forecasted 
significantly greater, and inappropriate, O&M costs, an inappropriately low capacity 
factor, and inappropriate costs related to steam generators . .  We address each issue 
separately. 

O&M Costs and Escalation Rates: TBA considered three primary factors in 
determining a reasonable level of Trojan's 1 993 O&M expenditures: (1) PGE's actual 
budget for Trojan's 1993 expenditures; (2) the impact of the steam generator issue on 
Trojan's 1993 O&M budget; and (3) the impact ofPGE's management deficiencies, prior 
to and during 1 992, on Trojan's O&M budget. On a related issue, TBA also calculated 
appropriate O&M cost escalation factors for use in staff's updated net benefits analysis. 

In its cost calculation, TBA started with Trojan's 1 993 nonfuel O&M budget of 
$ 1 15.8 million. It then reduced that figure by $5.3 million to account for avoidable steam 
generator inspection and repair costs. This left $ 1 1 0.5 million. TBA then reduced the 
$ 1 10.5 million O&M cost level by 5 to 10 percent. TBA concluded that this additional 
reduction was necessary to reflect a previous management cost advantage that PGE 
should have been able to maintain due to its management strategy of minimizing costs 
while attempting to minimize regulatory margin. TBA's result is an allowable 1993 
nonfuel O&M range of $99.5 to $ 1 05.0 million. The midpoint of TBA's range, $102.3 
million, is within a range for the average nonfuel O&M expenditure for single-unit plants 
in 1 993, adjusted for Trojan's economy of scale and management strategy cost advantage. 

With regard to O&M cost escalation factors, TBA looked at industry data for 
the period 1981  through 1 993. Based on that historical industry data, as well as current 
regulatory reform initiatives and increased competitiveness in electricity markets, TBA 
believes a 0 percent real O&M escalation factor is appropriate for the period from the 
present through 1996, while an O&M projected real growth rate of 0 to 3 percent is 
appropriate for the period 1 997 through 201 1 .  

PGE challenges both ofTBA's calculations. First, PGE contends that TBA's 
projection for Trojan's 1 993 O&M expenditures is too low, asserting that TBA applied a 
standard of perfection in determining the input for the net benefits analysis. PGE 
contends that the proper standard of performance for quantifying the company's 
imprudence should be based on industry average performance, rather than the 
performance PGE could reasonably have achieved with its management strategy 
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advantage and the economy of scale advantage inherent in a plant with Trojan's capacity. 
We disagree. In recognition of the fact that Trojan was located in a low-cost market, 
POE adopted a management strategy that minimized costs while also attempting to 
minimize regulatory margin. TBA's quantification of POE's imprudence, therefore, is 
appropriately based on POE's failure to maintain its management strategy, while also 
recognizing that POE's actual regulatory margin was inappropriate. In other words, TBA 
did not apply a standard of perfection, but rather an appropriate performance standard of 
what POE could have reasonably achieved. 

POE also challenges TBA's inclusion of newer single-unit plants in its 
comparison group to verify the reasonableness of the results of its quantification of 
Trojan's 1 993 nonfuel O&M expenditures. POE contends that Trojan costs are more 
appropriately compared with those plants that began operation between 1971 and 1981 .  
We find TBA's comparison group appropriate. Trojan's MW rating made it the largest 
single-unit plant placed into operation prior to 1 982. Trojan's economy of scale 
advantage, therefore, can and should be measured against the average of all single-unit 
plants. Similarly, POE's management advantage was a function of economics, which 
relates to all single-unit plants, not merely a particular vintage of plant. 

POE further argues that Trojan's 1 993 budget is not appropriate to use as a 
starting point for determining the nonfuel O&M cost input, because POE had already 
made a decision to phase out the plant in 1 996 and had begun to cut back on programs 
and costs. However, POE's 1 993 budget was approximately $ 1 1  million greater than its 
actual 1992 nonfuel O&M expenditures, a significantly greater increase than the average 
nonfuel O&M costs increases for other single-unit plants for that period. Moreover, POE 
identified a reduction in its 1 993 budget of only $2.2 million for programs that were to be 
either scaled back or eliminated due to its decision to phase out the plant in 1 996. 

With regard to TBA's O&M escalation factors, POE claims that O&M 
escalation should be three percent real from 1993 forward, rather than TBA's proposed 
o percent real until 1997 and a range of 0 to 3 percent thereafter. However, TBA 
reviewed the nuclear industry's real nonfuel O&M per KW for 1989-1993 and found that 
it declined by an average of 0.53 percent per year. This fact was partially anticipated by 
POE in its 1992 Plan, in which POE stated: 

In addition, hindsight now shows that increased regulatory 
activity following Three Mile Island (TMI) caused many of 
the historical increases above inflation in fixed O&M and 
capital costs. The industry has essentially completed the TMI­
related work, and industry data indicates that recent nuclear 
O&M expenditures have leveled and may possibly indicate a 
decreasing trend. 

Moreover, TBA persuasively argues that this downward trend is sustainable and may 
even intensify because of: (1) industry-wide efforts to reduce regulatory costs; and 
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(2) increasing competition in the electric utility industry. For these reasons, we fmd 
TBA's 1 993 O&M cost estimates and O&M escalation factors appropriate for inclusion 
in staff s net benefits analysis. 

Capacity Factor: To determine an appropriate capacity factor for Trojan for 
1993, TBA considered the following five factors: (1) PGE's capacity factor projections 
for Trojan; (2) the capacity factor achieved at similar plants; (3) the impact of the steam 
generator issue on Trojan's capacity factor; (4) the impact ofPGE's outage planning 
deficiencies; and (5) the impact of Trojan's twelve-month operating cycle. 

To make its determination, TBA utilized the median of 1 991-1993 average 
design electrical rating net capacity factors for 50 large domestic reactors like Trojan, 
rated at 1020 MW and above. It then adjusted that figure to eliminate the impact of steam 
generator tube problems, then credited Trojan for the adverse impact of its twelve-month 
operating cycle. TBA's quantification determined that Trojan's capacity factor should 
have been at least 67.6 to 7 1 .6 percent. Staff chose the midpoint of this range, 69.6 
percent, as its imputed capacity factor for Trojan. 

PGE contends that staffs projection is too high. It first challenges TBA's use 
of the median 1 991-1993 average design electrical rating net capacity factors for 
domestic reactors rated at 1020 MW and above. It contends that the most appropriate 
comparison group for a capacity factor quantification consists of plants larger than 1000 
MW and placed in service between 1971 and 1 981 .  We disagree. Again, PGE's 
narrowly defined comparison group inappropriately skews the results of its analysis. Its 
comparison group consists of only twelve plants, many of which were out of service 
during extended periods of time, thus lowering the capacity factor average. It is also 
important to note that TBA's comparison group included many boiling water reactors 
(BWR), which had an average capacity factor that was 8.6 percent less than pressurized 
water reactors like Trojan in 1 991-1993. The influence ofBWR units in TBA's 
comparison group, combined with PGE's own projection for a significant capacity factor 
improvement after steam generator replacement, supports TBA's conclusion that Trojan's 
capacity factor should have been at least 67.6 to 7 1 .6 percent. 

PGE also challenges TBA's adjustment to the capacity factor to account for 
steam generator problems. TBA's adjustment was based on an Electric Power Research 
Institute (EPRI) report formulated specifically for the purpose of determining the impact 
of steam generator problems on capacity factor. We do not find PGE's argument 
persuasive and reject it. 

Steam Generator: PGE's least-cost plan analysis includes steam generator 
repair costs in O&M expenditure projections, steam generator replacement costs in 
capital expenditure projections, and capacity factor reductions for steam generator repair 
and replacement activities through 1 996. TBA concluded that PGE's liability for the 
steam generator problems was not accounted for in its LCP. This issue is further 
addressed below as part ofIssue S-49, Steam Generator Plugging, Sleeving, and Analysis 
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and Spare Reactor Coolant Pump Motor. We disallow both the inclusion of steam 
generator replacement costs from the LCP (approximately $ 1 83 . 1  million) and the post-
1991 capital expenditures. 

As an additional issue, PGE contends that staff s use of the LCP inappropriately 
assigns the benefit of a planned 45 MW uprate to the ratepayers. An uprate is an increase 
in a plant's electrical production capacity and usually comprises a change in plant 
operating parameters, such as pressure or temperature, that allow existing plant 
equipment to produce a greater amount of electricity. PGE's 1992 Plan includes a 
45 MW increase in Trojan capacity at the time of planned steam generator replacement in 
1996. PGE argues that the benefits of the added capacity should be removed if no steam 
generator replacement is included in the net benefits analysis. PGE explains in its 
rebuttal testimony: 

If we must assume that customers would not pay for the cost 
of the new steam generators, then we must also assume that 
they do not receive any incremental benefits associated with 
the new steam generators. 

The replacement of the Troj an steam generators would have provided PGE with 
the opportunity to "piggyback" the costs associated with obtaining regulatory approval 
for a power uprating onto the costs necessary to obtain regulatory approval for operation 
with the replacement steam generators. TBA concluded, however, that PGE could have 
achieved the 45 MW uprate with the original steam generators, had they not been 
defective. In fact, PGE considered a 45 MW uprate using the original steam generators in 
the late 1980s. PGE ultimately detennined that the uprating was not feasible, however, 
due to the defects in the original steam generators that required a significant number of 
tubes to be plugged. Moreover, without the many plugged tubes, an uprating could have 
been accomplished at a cost of only a few million dollars, as compared to the significant 
costs of steam generator replacement. For these reasons, we conclude that the benefits of 
the additional 45 MW of additional capacity that PGE included in its least-cost plan 
scenario are properly included in the net benefits analysis. 

Staff's Conclusions from Net Benefits Analysis 

Adj usting PGE's least-cost planning results, staff concluded that, for the 
1 995-20 1 1  test period, the premature closure of Trojan resulted in a negative net benefit 
of approximately $23.6 million. In reaching that conclusion, staff used the midpoints of 
the ranges developed by TBA for 1 993 fixed O&M, fixed O&M escalation factors, and 
capacity factors. Staff also removed the costs of steam generator replacement from the 
LCP results, for reasons addressed below as part of Issue S-49, Steam Generator 
Plugging, Sleeving, and Analysis and Spare Reactor Coolant Pump Motor. 

Based on its net benefits analysis, staff concludes that continued operation of 
Trojan would have cost less than immediate shutdown in the absence of steam generator 
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defects and management errors at Trojan. Accordingly, staff recommends that we should 
hold PGE's ratepayers harmless from the effects of the steam generator defects and 
management failures by disallowing $23.6 million of the company's remaining 
investment in the plant. 

Position of Other Parties 

As an additional issue, CUB and Kullberg argue that the decision to build 
Trojan was imprudent in and of itself. CUB compares Trojan's cost with the cost and 
performance of coal plants after Trojan was completed and brought on line. The 
comparison is not well supported. A prudence review takes into account the information 
that was available to decision makers at the time the decision was made. It does not 
engage in hindsight or second-guessing; to do so would be unfair. PGE could not have 
known those data about coal plants at the time it decided to build Trojan. The record 
does not contain evidence about what information was available to PGE when it decided 
to build Trojan, and it cannot support a decision of any kind on that issue. 

Moreover, every rate case the Commission has decided since Trojan began 
operating has included Trojan in rate base. It would be inappropriate now to overturn the 
decisions in each of those rate orders from 1976 on. 

Disposition - S-50: Remove Additional Fixed Costs--Net Benefits Analysis 

We conclude that the allocation of the remaining Trojan investment is properly 
determined by a net benefits analysis. The purpose of a net benefits test is to identify the 
point at which ratepayers are indifferent between the options of continued operation of 
Trojan and shutdown and construction or acquisition of replacement resources. 
Application of the test is intended to hold ratepayers harmless for a utility's poor 
operation or management. 

Staff evaluated numerous issues presented by a net benefits review. It retained 
an expert witness, TBA, to review PGE's operation and management of Trojan. In its 
review, TBA applied a reasonable person standard, similar to that commonly employed in 
utility prudence review proceedings. TBA based its evaluation on information available 
to a decision maker at the time of the decision. Based on TBA's findings, staff 
completed a quantitative analysis to determine whether assessing ratepayers 100 percent 
of Trojan's remaining costs is in the public interest. After revising its net benefits 
analysis to incorporate some changes suggested in PGE's rebuttal testimony, staff 
determined that the premature closure of Trojan resulted in a negative net benefit of 
approximately $23.6 million. With the adjustments described below, we adopt staffs net 
benefits analysis. 

Adjustments to Staff's Net Benefits Case: Staff's initial net benefits analysis 
did not include seven potential adjustments that were not quantified or that were raised 
during the Phase II hearings. We have reviewed those adjustments and adopt them with 
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:,rre,ctIem and exception noted below. We also adjust the estimated net benefit to 
the interaction among the individual adjustments, as discussed below. 

1. 45 MW Increase in Trojan Capacity. Staff's analysis assumed that the 
uprate would have taken place in 1 996, along with the steam generator 

.cernenlt, as PGE had assumed in its LCP. However, if the steam generator 
,m1LWU had not occurred, the increase could have been achieved without replacing 

generators. Assuming a date earlier than 1 996 would reduce the net benefit of 
Trojan, because the extra 45 MW would obviate the need for 45 MW of power 

resources. Staff included the 45 MW capacity increase in its net benefits 
starting in July 1996. 

CUB calculated that moving the start date back to the beginning of the test 
(January 1995) would reduce the net benefit of closing Trojan by $7.7 million 

share, 1995 dollars). We find that CUB's calculation is incorrect because: (1) it 
account for the variable O&M associated with additional generation; (2) it does 

iecogrlize that the costs used are expressed in 1993 dollars; and (3) it does not 
the value of the additional generation properly. The corrected figure (using 

assumed 65 percent capacity factor) is $6.1 million. 

We fmd the corrected adjustment reasonable and adopt it. 

2. Capacity factor. In its capacity factor quantification, TBA determined that 
jpdustJry median capacity factor was depressed as a result of stearn generator 
o,l"'"'. Relying on a study by EPRI, TBA concluded that the capacity factor should be 

by 2.6 percent to adjust for the steam generator tube problems. At hearing, 
CUB demonstrated that TBA had overlooked the fact that the EPRI study also 
that steam generator replacement activities reduced capacity factors by an 

litioual .65 percent. TBA testified that its imputed capacity factor range should be 
!""" t:u by this amount to accurately account for all of the effects of the stearn generator 
�'v"uo. Staff, in turn, testified that such an adjustment in TBA's range would also 

its mid-point imputed capacity factor by .65 percent, for a value of 70.25 . 
Increasing capacity factor by .65 percent reduces the net benefits of closure by 

".J ll111111· C III (pGE share, 1995 dollars). 

We fmd this adjustment reasonable and adopt it. 

3. Fixed O&M. Staff's base case used the mid-point ofTBA's O&M range, 
million, for allowable fixed O&M for 1993. TBA's nonfuel O&M, however, is 

same as PGE's fixed O&M. PGE treated variable O&M as separate from nuclear 
Therefore, allowable fixed O&M should be determined by subtracting 

O&M from TBA's nonfuel O&M estimates. 

At the 60 percent Trojan capacity factor assumed for 1 993, variable O&M totals 
Subtracting this figure from TBA's nonfuel O&M produces a range for 
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fixed O&M of$93.7 million to $99.2 million, with a midpoint of $96.45 million. This 
$5.8 million reduction in fixed O&M, extrapolated out over the study period, and using 
the O&M escalation figure in staff s surrebuttal testimony, reduces the net benefit of 
closure by $5 1 .8  million (pGE share, 1995 dollars). 

We fmd this adjustment reasonable and adopt it. 

4. Nuclear Fuel Costs. Nuclear fuel estimates are necessary to compare the 
cost of operating Trojan at a given capacity factor to the cost of replacement resources 
used to generate an equivalent amount of energy. In combining the results from the two 
parts of the LCP, staff assumed that the 1992 Plan numbers for fuel costs in Case 1 b were 
calculated in the same manner and contained the same assumptions as the Update's 
Scenario 3 .  Based on that assumption, staff combined the results of Case 1 b and 
Scenario 3 for use in its net benefits analysis. PGE explained, however, that it used lower 
nuclear fuel costs during phase-out in the Update than in the 1 992 Plan. Accordingly, the 
net benefits analysis should use consistent assumptions to estimate nuclear fuel costs. 
This correction increases the net benefit of closure by $25.7 million (PGE share, 1 995 
dollars). 

We find this adjustment reasonable and adopt the updated figure. 

5. Transition Costs. Staff reduced the cost of the immediate shutdown 
alternative to recognize the fact that PGE has experienced lower transition costs than 
assumed in the least cost plan. Staff s net benefit estimates do not include any 
corresponding transition cost savings under continued Trojan operation with shutdown in 
201 1 .  If transition costs in PGE's LCP were overestimated for immediate closure, staff 
believes that they may also have been overstated for continued plant operation. Staff 
concluded that some savings in transition costs after 201 1  would be likely. Recognizing 
these savings would reduce the net benefit of immediate closure. Staff does not suggest a 
figure to represent savings in transition costs after 201 1 ,  although CUB quantifies the 
savings at $30.8 million, starting from the same $65.6 million for which staff adjusted the 
cost of immediate closure (PGE share, 1 995 dollars). 

PGE describes its reduction in transition costs over its LCP projections as the 
result of aggressive and quick cutting of costs. Staff does not challenge that description. 

We do not adopt this post-201 1  adjustment. Staff was not certain that transition 
costs were actually overstated for continued plant operation, and did not quantify the 
amount. CUB's quantification, in view of staff s circumspect approach to this issue, is 
not supported by the record. CUB simply assumes that the savings would be the same for 
continued operation. Moreover, PGE achieved some of the savings by aggressive action. 
Imputing a lower than projected cost to transition in 201 1  is tantamount to penalizing 
PGE for acting quickly to cut costs: 
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6. Carrying charges. It is standard industry practice to recognize a small 
amount of capital replacement in the fixed O&M assumptions for combustion turbines. 
While PGE's fixed O&M assumptions were consistent with this practice, the company 
also accounted for capital replacement costs in carrying charges in the 1992 Plan. To 
conform with other forecasts in the industry, and to eliminate any double-counting of 
costs, PGE subsequently reduced the carrying charges to eliminate the allowance of 
capital replacements beginning with its 1 993 avoided cost filing. 

PGE argues that the net benefit analysis should also use the carrying cost rate 
from the 1992 Plan corrected to eliminate the inclusion of interim capital additions for 
new combustion turbine generating plants. We agree. Although the reduction in capital 
costs exceeds PGE's fixed O&M assumptions, the adjustment to the carrying charges 
reflects industry practice of assuming very small capital additions for combustion 
turbines. Moreover, we approved PGE's projections of the capital costs of combustion 
turbines in acting on the company's 1 993 and 1994 avoided cost filings. The net benefits 
test should use the capital additions assumptions as updated in those avoided cost filings. 
Using corrected carrying cost rates increases the net benefit of closure by $68.9 million 
(PGE share, 1995 dollars). 

We find this adjustment reasonable and adopt it. 

7. Capital Costs of New Gas-Fired Resource. Staff's net benefit figures for 
the cost of replacement resources are based on PGE's least-cost planning estimate of the 
capital cost of a combined-cycle combustion turbine, the principal resource replacing 
Trojan. PGE's figure is lower than those being used by PacifiCorp and the NWPPC in 
their current planning processes. PGE estimates the capital costs for the turbine at 
$550IKW, PacifiCorp at $586IKW, and NWPPC at $630IKW. PGE has not shown why 
its estimate is so much lower than that of the other entities. Substituting PacifiCorp's 
estimate for PGE's would make the net benefits analysis more negative by $ 1 6.0 million 
(PGE share, 1 995 dollars). 

We conclude that PGE has not shown why its estimate is more reasonable than 
the other, higher estimates in question. We fmd it more reasonable to adopt the middle 
estimate, $586IKW, and adjust staff's analysis accordingly. 

Adjustment for Interactions. A further change in the net benefits estimate is 
needed to account for interactions among the individual adjustments described above. 
Increasing capacity factor by .65 percent, for example, increases the value of advancing 
the 45 MW capacity increase at Trojan to January 1 995. Revising carrying charges 
changes the effect of updating the capital cost of replacement resources. Using the staff's 
net benefits model, we find that recognizing all the interactions increases net benefits by 
$3.0 million, and we adjust the net benefits estimate accordingly. 
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The following table summarizes the effects of the adjustments discussed above: 

Staff s net benefits analysis result -$23.6 million 

Adjustments to Staff's Calculations 

January 1995-June 1996 uprate to 45 MW -$ 6.1  million 
Increase capacity factor by .65 percent -$20.5 million 
Decreasing Imputed Fixed O&M by $5.8 million -$51 .8  million 
Update to nuclear fuel assumptions +$25.7 million 
Update to staff s carrying costs +$68.9 million 
Update to capital costs of replacement resources -$16.0 million 
Adjustment for interaction +$ 3.0 million 

Total effect of adjustments +$3.2 million 

Total of adjustments and staffs net benefits calculation -$20.4 million 

Post-1 991 disallowances -$17.1  million 

Total disallowance including post-1 991  expenditures -$37.5 million 

Remaining Ratepayer Share 
Trojan Investment 

$288.2 million $250.7 million 87 percent 

We find that with these adjustments, the net benefits analysis approximates the 
point at which ratepayers are indifferent between continued operation of Trojan and 
shutdown, with replacemtlnt of the generating resource. We also fmd that this recovery 
under the adjusted net benefits analysis is in the public interest. ORS 757.140(2). 

Transition Costs 

TBA also reviewed PGE's 1993-1996 transition costs. PGE defmed transition 
costs as "the operations and corporate overhead costs associated with closing Trojan, 
operating and maintaining the spent fuel pool, and securing the plant until dismantlement 
can begin." TBA determined that the transition costs included in the proposed test years 
are reasonable, and staff recommends full recovery of the amount requested by PGE. We 
adopt staff s recommendation. 
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Staff proposes the removal of all overtime compensation budgeted by PGE for 
the Trojan plant in its filing. Staff notes that the plant was permanently shut down in 
January 1 993, and requires only security, monitoring, and maintenance staff. Staff 
believes that PGE's personnel levels are adequate to accomplish those activities without 
the need for overtime. PGE disputes staff s proposed adjustment, but does not provide 
sufficient explanation to justify recovery of those costs. After a review of this matter, we 
agree that the budgeted overtime should be removed. 

8-46: Trojan Investment Classification 

The Commission has adopted the FERC Uniform System of Accounts as a basis 
for utility accounting requirements. The Uniform System of Accounts is a comprehen­
sive basis of accounting and provides, among other things, distinct accounts for assets 
and other debits. 

In its filing, PGE proposes to leave certain Trojan assets in FERC Account 101 ,  
Plant in Service, an account designated for original costs of electric plant owned and used 
by the utility in its electric utility operations. PGE believes that the assets, which 
primarily include the spent fuel pool and related systems, as well as the administrative 
buildings, should continue to be classified as plant in service because they remain used 
and useful for the purpose for which they were intended. Staff disagrees with PGE's 
proposal and recommends that all net investment in Trojan systems, including Trojan 
Material and Supplies Inventory, be placed in FERC Account 182.2, Umecovered Plant 
and Regulatory Study Costs. That account is defined to include significant umecovered 
costs of plant facilities that have been prematurely retired. Because both accounts are 
included in PGE's rate base, transferring investment between the accounts will not affect 
the rate base. 

PGE and staff agree that the placement of plant in FERC Account 101 means 
that the plant is "used and useful in the public service." PGE contends that that 
requirement is met, because the Trojan plant remaining in that account protects public 
health and safety, provides security, or provides office space and facilities for the 
employees that remain on the site. As staff notes, however, the original purpose of the 
assets in question was to be part of an operating plant that was providing service to rate 
payers. That plant has now been permanently shut down, and those assets are now used 
only to provide the service necessary for safety and asset preservation pending 
decommissioning and dismantling of the plant. Moreover, while the spent fu�l at Trojan 
is the result of "used and useful" service by the plant, it is being stored at Trojan only 
because the United States Department of Energy (USDOE) has failed to establish a 
permanent federal repository for nuclear waste. In short, the continuing activities at 
Trojan are related to decommissioning, not productive operation of the facility. 
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We acknowledge that there is no prescribed method of accounting for nuclear 
plants that are in the process of being decommissioned. FERC is currently working on a 
position paper regarding this issue, but it has not yet been issued. The Financial 
Accounting Standards Board (F ASB), however, has taken a position on accounting for 
plant that is removed from service. In its Statement 90, the F ASB states: 

When it becomes probable that an operating asset or an 
asset under construction will be abandoned, the cost of that 
asset shall be removed from construction work-in-progress 
or plant-in-service. 

For these reasons, we find that the Trojan plant is no longer used and useful. 
All the Trojan plant investment, including accumulated depreciation, accumulated 
deferred income tax, and deferred investment tax credit, as well as Trojan Materials and 
Supplies Inventory, should be transferred to FERC Account 1 82.2, Unrecovered Plant 
and Regulatory Study Costs. PGE's filing should be modified accordingly. 

S-47: Trojan Salvage Proceeds 

Staff also recommends that the unrecovered Trojan plant placed in FERC 
Account 1 82.2 be reduced to reflect a greater amount of projected recovery through 
salvage sales of surplus Trojan assets. Staff believes that PGE's original estimate of 
salvage recovery of $6.7 million is reasonable for the equipment that was included in the 
estimate, but adds that the estimate does not include any recovery for the buildings or 
certain installed plant equipment. Because the costs ofthe installed plant equipment and 
unused buildings are significant, staff proposes that the estimated salvage proceeds be 
increased by $6 million, for a total amount of $12.7 million, PGE share. 

PGE acknowledges that the revised estimate of salvage recovery does not 
include any recovery for buildings and only $506,000 for installed plant equipment. The 
company argues, however, that it is unrealistic to expect that salvage sales will exceed the 
level predicted. PGE notes that it has aggressively attempted to market installed plant 
equipment to foreign nations, but adds that no major sales are pending. It also cites 
numerous efforts to market the approximate 1 49,000 square feet of space available for 
sale or lease at Trojan. Those efforts, however, have generated little interest. 

Both PGE and staff agree that the sales of surplus Trojan assets through 1 995 
and 1 996 are difficult to determine. The book value of the underlying Trojan assets, 
however, is significant. According to PGE's numbers and classification, the value of 
plant items and materials and supplies is approximately $232 million after reductions of 
PGE's estimated salvage sales. We share staffs concern that the use of low salvage 
estimates for those assets would cause the rate base and amortization expense to be too 
high. 
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Accordingly, we fmd staffs proposed adjustments reasonable and adopt them. 
If actual salvage is lesS-than staffs projection, PGE's loss will be limited to the return on 
the difference between staff s estimate and the company's estimate for the period 
between the end of this rate case and the end of the next one. Actual recovery will have 

. been determined by the time of that next rate case, and any shortfall can be returned to 
PGE's rate base. 

S-48: Trojan Decommissioning 

Definition of Decommissioning. According to the Rules and Regulations of 
the NRC (10  CFR 50.2), '''Decommission' means to remove. [a facility 1 safely from 
service and reduce residual radioactivity to a level that permits release of the property for 
unrestricted use." In this docket, staffhas used a more inclusive definition of 
decommissioning. The NRC's definition refers only to those portions of a facility 
affected by radioactivity, but staff uses the term to include all activities related to 
removing total plant from service and restoring the site to unrestricted use. We adopt 
staff's usage of "decommission." We also adopt staff's definition of decommissioning 
cost as the total cost of removing Trojan from service, net of any salvage recovery. 

Decommissioning Costs: Capital or Noncapital? When we entered our 
decision in DR 10, staff considered decommissioning costs to be a noncapital expense. 
See Order No. 93- 1 1 17 at 14. In the meantime, staff has reconsidered its position. It now 
considers decommissioning costs to be capital costs. Capital costs may be recovered 
under ORS 757. 140(2). 

Staff reached its current conclusion about decommissioning costs by 
determining that decommissioning costs are conceptually equivalent to the negative net 
salvage value of property removed from service.2o If that equivalence is valid, 
decommissioning costs are capital costs because salvage value is associated with capital 
investment (property). 

Net salvage value (the difference between salvage value and cost of removal) is 
a depreciation concept. Depreciation is the method this Commission uses to provide for 
the recovery of the total investment in property and the cost of removal of that property 
from service at the end of its estimated life.21 Positive net salvage value reduces the rate 
of depreciation. Negative net salvage value increases the depreciation rate. If the cost of 
removal is greater than the salvage value of the property, then the sum to be recovered 
will be greater than the original investment. 

20 
Staffs determination is supported by Frank K. Wolf and W. Chester Fitch, Depreciation Systems (Ames, 

IA: Iowa State U! Press, 1994), who refer to deconunissioning as "large negative salvage" (p. 7) and as 
"significant negative net salvage"(p. 52). 
21 

ORS 757.140(1) requires each public utility to carry an adequate depreciation account. Under that 
provision, the Connnission ascertains and detennines the proper rates of depreciation. 
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The following formula expresses the equivalence of deco=issioning costs and 
'. net negative salvage: 

D = SV - CR 

where D = decommissioning costs; SV = salvage value; and CR = cost of removal. We 
agree with staff that deco=issioning costs are equivalent to negative net salvage value 
and are therefore capital costs. 

Background of Trojan Decommissioning. When Trojan went into service in 
1976, PGE included an allowance for net salvage in its depreciation rates. Negative net 
salvage percentages were attributed to the Structure & Improvements account and the 
Reactor Plant Equipment account By Order No. 79-055, the Co=ission required the 
company to make a deco=issioning cost study as the basis for estimating the cost of 
taking the plant out of service. PGE submitted the study and a funding proposal in 1979. 
The Co=ission approved the plan and the funding proposal in Order No. 80-612, issued 

. August 1 8, 1 980. 

PGE's 1979 plan called for the plant to lie dormant for 1 00 years after its 
closing, at which time. it was to be dismantled. PGE proposed to fund the 
decommissioning through an internal sinking fund account within its depreciation 
reserve.22 

In Order No. 91-186 (UE 79), consistent with rule changes of the NRC, the 
Co=ission adopted a new deco=issioning plan and cost estimate. The new plan 
called for the innnediate dismantling of the plant at the end of its estimated life (201 1). 
The deco=issioning fund was changed from an internal fund to an external trust fund 
administered by an independent trustee, pursuant to NRC requirements. The fund 
balance was $48.9 million at the end of 1 993. 

Current Plan. In this docket, PGE has proposed a revised decommissioning 
plan. The principal elements of its plan are: 

1 .  Early large component removal. The company plans to remove the steam 
generators and pressurizer for burial by December 1995. 

2. Construction of a "dry" on-site fuel storage facility for long-term storage of 
spent nuclear fuel. The facility would be completed by 1 998 and the spent fuel 

22 A sinking fund is designed to produce a desired sum of money at the end of a given time period. A 
payor makes a series of payments into an interest-bearing account throughout the period. The sum of the 
payments plus accrned interest will equal the desired total at the end of the period. "Internal" in this 
discussion means internal to PGE. PGE established the sinking fund as part of its depreciation reserve. 
Interest accrned at the company's rate of return. The company was to maintain the fund. 
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would be stored there until shipment to a permanent federal storage facility 
(target date: 201 8). 

3. Removal and dismantling of all contaminated systems and some building 
demolition from 1998 through 2002. 

4. Site restoration activities. After the shipment off-site of the spent fuel in 
201 8, all facilities with no further value will be dismantled and the site made 
availabler'or unrestricted use. This will occur from 2018 through 2023. 

PGE notes that early implementation of decommissioning will give its 
customers the benefit of current low burial rates and mitigate the risk of losing access to a 
low-level radioactive waste burial site. 

Funding of the Current Decommissioning Plan. Beginning in 1995, PGE 
proposes to contribute $14,041,000 annually to the external trust fund. The contribution 
will continue through the year 201 1 .  The period ending in 201 1  was chosen for 
distributing decommissioning costs because that is the period over which the Trojan 
closure is expected to produce benefits. After 201 1 , Trojan would have been replaced by 
other resources in any case, so the generation of ratepayers after 201 1  should not share in 
decommissioning costs. 

PGE's proposal to contribute an equal amount each year to the external 
trust fund is a departure from the method of contribution adopted in UE 79. In that 
docket, it was assumed that Trojan would operate until 201 1 , and the Commission 
adopted a funding plan under which each generation of customers would contribute 
equally on a real levelized basis, with payments increasing over time to offset the effect 
of inflation. The real levelized funding plan would have matched costs with benefits 
received by the ratepayers. That is, ratepayers receiving the benefit of the plant would 
pay for its decommissioning. PGE's current contribution under this plan is $ 1 1 ,220,000 
in 1 994, which would have increased to $21 ,120,000 by 201 1 .  

Trojan was shut down in 1 993, however. The company now proposes a nominal 
level contribution. The payment into the decommissioning fund will be the same each 
year. Under this plan, in real terms, decommissioning costs to future ratepayers will 
decline because of inflation. The increased level of current contribution is required 
because Troj<U1 shut down earlier than expected. The current payment to the 
decommissioning fund is inadequate and must be increased. 

Even with the proposed increase in annual contribution, the company will have 
to borrow to bridge its needs. As currently estimated, however, the cash flows will 
eventually fund the cost of decommissioning including repayment of the interim 
financing. The company's investment strategy concentrates on municipal and corporate 
bonds. 
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PGE's Efforts to Involve Other Entities. In DR 1 0, we imposed the condition 
that PGE involve other entities in its decommissioning efforts. PGE has held discussions 
with the NRC, USDOE, EPRl, and other utilities. It has performed work relating to 
steam generators for Duke Power's Catawba plant, and has other proposed programs. 
The NRC has shown interest in performing containment tendon grease leakage studies 
and electrical cable aging studies at the Trojan facility. 

Staffs Review of PGE's Plan and Funding Proposal. As part of its case, 
staff reviewed both PGE's decommissioning plan itself and the proposal for funding it. 
Staff asserts that PGE's decommissioning plan meets all criteria of the NRC and the 
Oregon Energy Facility Siting Council and recommends that we adopt it. In addition, 
staff states that PGE's proposal is the least-cost decommissioning option?3 Staff also 
notes that, as the process of decommissioning evolves, PGE will doubtless find it 
necessary to make changes in its total cost estimate. The plan and its funding mechanism 
should therefore be subject to regular, ongoing review by the Commission and staff. 
Necessary changes in authority granted to PGE by the Commission can be made in future 
dockets. 

Positions ofURP and Kullberg. URP first contends that PGE's proposal is not 
prudent under the ciI;cumstances and that ratepayers should not have to pay for it. URP 
believes that PGE's decommissioning plan disadvantages PGE in its pending suit against . 
Westinghouse because the large component removal destroys evidence that PGE needs in 
its lawsuit and possibly in other forums. 

Second, URP contends that the NRC may order modifications to PGE's 
decommissioning plan and that Commission approval is therefore premature. Kullberg 
also argues that decommissioning costs should not be reflected in rates prior to NRC 
approval of the plan. Kullberg has specific disagreements with PGE's plan as well, and 
urges that decommissioning should be delayed to gather more information and reduce 
uncertainty about a number of elements of the plan. 

In response to URP's first contention, we are not persuaded that PGE's removal of 
the steam generators will harm ratepayers, especially since this order disallows the post-
1 99 1  steam generator costs. The first ofURP's arguments is rejected. 

As to waiting for NRC approval, we understand that the final plan may differ in 
some respects from the current proposal. We also understand that as decommissioning 
proceeds, it may be necessary to make still further revisions in the plan or its financing. 
We acknowledge that there is a great deal of uncertainty in the whole area of 
decommissioning. Therefore, PGE's decommissioning plan and its funding mechanism 
will be subject to regular, ongoing review by the Commission and staff. Necessary 
changes in authority granted to PGE by the Commission can be made in future dockets. 

23 As part of the planning process, PGE's consultant evaluated four decommissioning options available to 
PGE and estimated their cost in 1993 dollars. PGE's option is the least costly of these four options. 
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We conclude that it is not necessary to wait for NRC approval before approving PGE's 
decommissioning proposal. 

As to the request that decommissioning be delayed pending further study, we find 
it more likely than not, based on the record before us, that delay in implementing the plan 
will increase the costs of decommissioning. That is an undesirable outcome. Moreover, 
early decommissioning allows PGE to take advantage of disposal site availability. 
Continued Commission oversight of the decommissioning process will address the 
question of changing circumstances as decommissioning proceeds. The arguments for 
delay are rejected. 

DR 10 and Recovery of Decommissioning Costs. In DR 1 0, Order No. 93-

1 1 17, we concluded that we would consider favorably allowing PGE to recover Trojan's 
decommissioning costs in rates, if PGE met the following conditions: 

1 .  PGE must prove all six assumed facts in a rate case or similar forum. 
(See the section above, "Applicable Law," for the six assumed facts.) 

2. PGE must show that it pursued the least-cost decommissioning option 
consistent with directives from the Nuclear Regulatory Commission and 
other agencies. 

3 .  PGE must show that it has made a reasonable effort to ascertain if other 
-entities wishing to gain valuable experience in decommissioning a nuclear 

plant of this size would participate in and support its decommissioning 
activities. 

4. PGE must report within 30 days any settlement or award related to 
decommissioning costs for the Trojan plant. 

5.  PGE must provide satisfactory evidence with regard to any other matter 
the Commission deems pertinent to a decision in a rate proceeding. 

Disposition of the DR 10 Conditions. We conclude that PGE has met the 
DR 1 0  conditions. The first condition, proof of the six assumed facts, was discussed 
above, in the section titled "The DR 10 Requirements," p. 27. We found that PGE has 
shown all but one of the six facts. We have discretion to allow recovery of 
decommissioning costs, however, in view of PGE's substantial compliance with the 
requirement that it prove the assumed facts. 

As to the second condition, based on current information, PGE's chosen plan is 
the least-cost option. Third, PGE has made good faith efforts to involve other entities in 
its decommissioning efforts; we note its efforts to contact the NRC, EPRl, the USDOE, 
and other utilities. The fourth condition, report of any settlement or award related to 
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delcornrrtis;;ioJo.:illlg costs, is not yet ripe. We continue to impose this requirement on PGE . 
. We have not imposed the fifth condition. 

We approve PGE's decommissioning plan and funding plan for inclusion in rate 
base on the effective date of the tariffs adopted in this order. 

S-49: Steam Generator Plugging, Sleeving, and Analysis and Spare Nuclear 
Reactor Coolant Pump Motor 

Steam Generator Issues: 

The steam generators figure in the analysis of Trojan-related costs in two ways. 
First, the cost of replacing the degraded steam generators was imputed in PGE's 1 992 
Least-Cost Plan and 1 993 Update. Second, PGE incurred capital expenses relating to 
repairing the steam generators in the time between its last general rate case, DE 79, and 
this rate case. TBA's evaluation of the steam generator issue addresses both of these 
costs. 

Replacing the generators: In its least-cost planning process, PGE considered 
replacing the steam generators. PGE included the cost of replacement in its least-cost 
analysis of closing Trojan. The expected cost of replacing the generators in 1 996 is 
$ 1 83 . 1  no.:illion. Staff recommends removing from the net benefits analysis all costs 
associated with replacing the steam generators. If the cost of replacing the steam 
generators were included in the net benefits analysis, the cost of continued operation 
would be higher and the net benefit of closure would therefore be greater. Staffs 
proposal imputes to PGE the cost of replacing the steam generators, for purposes of the 
net benefits analysis. 

" Repairing the generators: After January 1 ,  1992, PGE incurred capital costs for 
plugging and sleeving the generators and analyzing the problem. Post-199 1  Trojan­
related capital expenditures have never been in PGE's rate base. PGE proposed to have 
them become rate base items for DE 88 recovery purposes. Staff recommends 
disallowance of the steam generator capital expenditures. The total amount of 
recommended disallowance is approximately $ 14.9 million. 

In considering how to treat the cost recovery associated with the steam 
generators, TBA reviewed Westinghouse engineering and design activities and PGE's 
purchase, operation, maintenance, and care ofthe Trojan steam generators. The review 
covers the period from 1968, when PGE purchased the generators from Westinghouse, 
through 1 993, when PGE decided to close Trojan. 

PGE noted significant degradation of the steam generators in 1989. By 1 99 1 ,  
over 2 5  percent of the steam generator tubes were either plugged or sleeved.24 The 

24 Sleeving is a process whereby another tube is pennanently inserted into a degraded tube. 
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generators had degraded to the point that PGE had planned to replace them in 1996. TBA 
concluded that Westinghouse design flaws were the root cause of the steam generator 
degradation. TBA found no imprudence on PGE's part with respect to its maintenance 
and operation of the generators. 

Staff argues that we have the discretion to hold PGE responsible for the costs 
associated with the steam generator problems and recommends that we exercise our 
discretion in favor of the ratepayers. Staff's position derives from TBA's 
recommendation that PGE be held liable for steam generator costs even absent a finding 
of negligence on PGE's part. 

Staff notes that the Commission has broad discretion when it comes to 
ratemaking. As the Oregon Supreme Court said, "The [Commission] appears, therefore, 
to have been granted the broadest authority -- commensurate with that of the legislature 
itself -- for the exercise of [its] regulatory function." Pacific N W Bell v. Sabin, 2 1  Or 
App 200, 214 (1975). Staff concludes that we have the discretion to disallow the costs 
associated with steam generators and to remove the cost of replacing them from the net 
benefits analysis. 

Staff supports its conclusion by referring to Pennsylvania Public Utility 

Commission v. Philadelphia Electric Company, 561 A2d 1224 (1989). In that case, the 
Pennsylvania Supreme Court dealt with an order of the Pennsylvania Public Utility 
Commission in which that commission disallowed replacement power costs stemming 
from two shutdowns of a nuclear power plant. The second shutdown occurred because of 
a manufacturing defect, which the court said could not be attributed to the utility. The 
court nevertheless held that the commission was correct in assigning replacement power 
costs to the utility rather than to ratepayers. The court reasoned: 

By disallowing the replacement costs, the Commission held that 
the utility and not the ratepayers were in a far superior position to 
seek redress for the defects and negotiate contractual protections to 
minimize any future problems. [W]e believe a utility company is in 
a better position to prevent an occurrence or provide for protection 
against any such occurrence. After all, it was the utility which 
chose the contractor, negotiated the contract, and is in a position to 
seek damages for any losses sustained under the contract. While 
the utility may have to bear the initial losses incurred as the result 
of its contractor's negligence, it is in a far better position to 
aggressively pursue the tort-feasor for reimbursement. Ifwe were 
to hold otherwise, the utility would have no incentive to pursue the 
tort-feasor, having already received full compensation for its 
losses. 561 A2d at 1228. 

Staff also supports its position with reference to product liability law, which 
illustrates that the law can impose a burden on a party not judged to be at fault. If a 
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customer is injured by a product through no fault of her own, for instance, product 
liability law imposes liability on the merchant, even if faultless, because the merchant is 
better situated.than the customer to pursue remedies against the manufacturer. 
Restatement (Second) of Torts, Section 402A. 

PGE argues that there is no legal precedent for holding it strictly liable for the 
defective steam generators; that TBA took a contrary position in another case; that staff's 
various legal analogies (see below) are inapposite because this is not a tort case but a 
ratemaking proceeding; and that to hold it strictly liable would be to set a dangerous new 
precedent. PGE also makes the policy argument that if we impose steam generator costs 
on PGE without a showing of imprudence, it will eliminate a protection now available to 
utilities when they seek cost recovery for expenditures. 

Disposition: 

We are persuaded by staffs arguments. Even ifPGE is faultless, PGE is better 
situated to pursue remedies against Westinghouse than its ratepayers are. PGE is correct 
when it argues that this is a rate case, not a tort case, and that the legal precedent staff 
cites can be distinguished factually from the present case. However, someone must bear 
the costs relating to the steam generator defects. As between PGE and the ratepayers, we 
find it fairer to assign the costs to PGE, based on the reasoning in Pennsylvania Public 

Utility Commission v. Philadelphia Electric Company. That case is different on its facts 
because the vendor and the utility were in an ongoing contractual relationship, but the 
principle enunciated applies to the present case, as does the principle of product liability 
law stated above. 

The fact that TBA took a contrary position in another case does not decide the 
issue now before us. 

Finally, PGE argues that imposing steam generator costs on it in the absence of 
imprudence means that utilities lose the protection of prudence as the basis for cost 
recovery when they purchase goods or services from another. The Commission decides 
cost recovery issues on a case by case basis. No future outcome is determined by the 
decision to impute the cost of steam generator replacement to PGE by removing their cost 
from the net benefits analysis and disallowing the post-1991 plugging, sleeving, and 
analysis costs. 

Spare Reactor Coolant Pump Motor: 

This is another post-1 991 Trojan-related expense that staff recommends should 
be disallowed. Trojan had four coolant pump motors that circulated water to cool the 
reactor. These pumps were required for the safe operation of Trojan, and if one motor 
had failed, Trojan would have had to be taken off line. It could have taken up to nine 
months to repair or replace a motor. 
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In 1 986, PGE assessed the need for a spare motor. PGE inspected the existing 
motors, which had operated since 1976, and found them to be in excellent condition. 
PGE decided against purchasing a spare motor. In 1988 and 1 989, PGE again studied the 
issue of purchasing a spare motor and explored several options, none of which involved 
PGE's sole purchase of a spare motor. PGE explored sharing a spare motor with another 
plant, for instance, and purchasing a motor stator (a motor component subject to the 
highest proportion of motor problems). PGE again decided against purchase. In Spring 
of 1 991,  it decided to purchase a spare motor from Westinghouse for $2.2 million. When 
PGE decided to close the plant in 1 993, the motor had not yet been delivered. PGE 
decided not to accept delivery, because to do so would significantly reduce the motor's 
salvage value. 

PGE argues that its decision to purchase the motor was prudent, pointing out 
that between 1 984 and 1988, 19 reactor coolant pump motors failed in the industry. 
Moreover, PGE is aware of at least 20 other nuclear power plants that purchased or had 
access to a spare reactor coolant pump motor. PGE argues that the costs of the motor 
should therefore be included in rates. 

Staff opposes including the cost of the spare reactor coolant pump motor in 
rates. Staff argues that the 1991 decision to purchase the motor is not supported by an 
adequate analysis. Although PGE assessed its need for a spare motor in 1986 and 1 988, 
it did not do a new assessment in 1991 .  There is therefore no record to show why PGE 
decided to purchase the spare motor by itself, or why it purchased an entire motor rather 
than a stator. Staff maintains that PGE's general discussion of the impact of an outage 
and its relatively old data on motor failures do not support such a large capital 
investment. 

Disposition: 

We conclude that the $2.2 million investment in the spare reactor coolant pump 
motor was not prudent and that the investment will not be allowed in rates. The 1 988 
studies explored options that are different from the one PGE chose in 1 991,  so PGE 
cannot use those studies to support its 1 99 1  decision. The data from 1 986 are too remote 
to rely on. Here, as with all issues in a rate case, PGE has the burden of proof, and has 
not carried it. 

S-51: Remove Trojan Power Cost Deferral 
S-52: Trojan Plant Income Tax Write-off Revision 

PGE's initial filing included an estimate of the accumulated deferred income 
taxes associated with Trojan, including the write-off for tax purposes of the portion of 
Trojan that PGE considered to be no longer in service. Accumulated deferred taxes 
reduce rate base and give customers the time value of the income tax reductions. Total 
Trojan accumulated deferred income tax includes amounts related to several timing 
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other than the Trojan write-off, including depreciation, deconnnissioning, 

plan, and other costs. 

Staff originally accepted the amounts that PGE included in its filing for deferred 
write-off. In its rebuttal testimony, however, PGE revised the amount of 

lUJa.L"U deferred taxes for two reasons: to remove deferred taxes associated with 

excess power cost deferrals (Issue S-51)  and to reflect a substantially reduced 
r_�;on income tax write-off (Issue S-52) . 

. On Issue S-51 ,  PGE proposes to remove from rate base included in PGE's 
1 993 filing the accumulated deferred income taxes for Trojan excess 

:em.ent power costs. The November filing incorrectly included $24.4 million of 
taxes related to PGE's UE 85 and UM 594 power cost deferrals in the 1 995 and 
bases. We will address those deferrals in separate dockets. That removal 
revenue requirement by $3,305,000 in 1 995 and $3,337,000 in 1 996. Staff 

with PGE that these excess accumulated deferred taxes should be removed from 
and agrees as to the amount of taxes to be removed. We conclude tlJat the 

lp..t:xcess power cost deferrals should be removed from rate base . 

. Issue S-52 deals with PGE's November 1 993 filing, which forecast a Trojan tax 
of $120.5 million. The actual write-off was only $66.6 million, which, PGE 

increases the 1995 and 1996 rate base by $21 .4 million and $22.3 million, 
iectiivelv. According to PGE's revised calculation, the January 1 ,  1995, rate base 

for accumulated tax deferrals related to a write-off would be $26.2 million, a 
million change from the $47.2 million in PGE's initial filing. 

Staff agrees that write-off tax deferrals should be revised, but differs with PGE 
ie lJro]per amount. Staff challenges two elements ofPGE's revisions. First, PGE's 

not incorporate the effects of a tax write-off associated with the property it 
to classifY as utility plant in service. In the discussion ofIssue S-46 (Trojan 

Classification) above, we concluded that Trojan assets are no longer used and useful 
. 

service, and are thus no longer to be classified as plant in service. 
to staff, PGE's recommended rate base increases should be reduced by an 

amount of about $13 million, with appropriate changes for each of the test years. 

Second, staff argues that we should use a different reserve for salvage than PGE 
's'lilrhen it calculates the effects of a full tax write-off. PGE uses $19.3 million, or 20 

of original cost, to lower the estimated total write-off. In its investment 
ectiions, PGE estimated salvage sales at $3.9 million. We have determined that the 

of salvage sales should be set at $12.7 million (see discussion of Trojan salvage 
S-47 above). Staff proposes to use the same figure, $ 12.7 million, for both 

:eserv" for salvage and the value of salvage sales. Staff s proposed figure is lower 
s, produces a higher initial deferred tax reserve, and lowers rate base by $2.6 
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To summarize the effects of these two proposed changes, PGE supports a 

beginning amount of write-off of accumulated deferred taxes of $26.2 million. Staff 
proposes a beginning write-off of $41 .7  million. $ 1 3  million of the difference derives 
from whether a full write-off is taken and $2.6 million is associated with the amount of 
salvage reserve to be included in estimates. 

We previously found that Trojan should no longer be considered plant in service 
(Issue S-46). Accordingly, we adopt staff's position that the revision should incorporate 
the effects of a full write-off. We also determined that $ 12.7 million is the appropriate 
figure to use for Trojan salvage sales (Issue S-47). Therefore, we also adopt staff's 
position that $ 12.7 million is appropriate to use for salvage reserve. These adjustments 
increase revenue requirement by $871 ,000 for 1 995 and $ 1 , 1 1 9,000 for 1996. 

8-53: Trojan Intangible Asset Reclassification 

PGE's November 1993 filing included Trojan Intangible Assets in total rate 
base but did not specifically identify them as Trojan rate base and did not include them in 
the "Trojan Only" analysis. Reclassifying them now will make them part of any Trojan 
Only analysis and result in a proper matching of Trojan rate base to the Trojan intangible 
depreciation expense. This adjustment increases 1 995 and 1996 Trojan revenue 
requirement by $303,000 and $ 156,000, but is offset by a matching reduction to non­
Trojan revenue requirement. Staff supports this reclassification. We fmd that Trojan 

. intangible assets should be reclassified as PGE proposes. 

Trojan Balancing Account 

In the February 27, 1995, stipulation, PGE and staff agree that it is appropriate 
to vary the amortization of the Trojan investment to take into account the actual revenue 
collected from customers as a result of our decision in this case. Rather than creating a 
balancing account, the parties agree that incremental or decremental amortization expense 
amounts generated as a result of the stipulation will be accumulated in a Trojan 
Investment Recovery Account (TIRA). The TIRA is designed to provide a procedure to 
precisely accumulate actual revenue received by PGE as recovery of the Trojan 
investment based on amounts authorized in this order. 

No party opposes the balancing account. We have reviewed this stipulation, 
attached as Appendix D, and fmd it reasonable. We adopt the stipulation in its entirety. 

Other Adjustmeuts 

Staff and PGE agree on the following adjustments as well: 

(l) To correct the nuclear fuel construction work in progress; 
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(2) To remove from all staff-proposed Trojan-specific revenue requirement 
recommendations and alternatives, all amortization expense, deferred income 
tax expense, and deferred investment related to the United States Department of 
Energy Decommissioning and Decontamination payment. 

(3) To incorporate in the calculation of Trojan deferred income taxes the proper 
Schedule M adjustments, including the Trojan materials inadvertently left out of 
staffs Phase II Trojan deferred investment. 

After reviewing these matters, we find these adjustments reasonable and 
approve them. 

Appendix F attached shows the stipulated and unstipulated adjustments to 
PGE's original filing, along with their revenue requirement effect for 1 995 and 1996. 
Appendix G shows the rate consequences of our decision, broken down by rate class, 
without and with the BP A residential exchange credit. Appendix H, attached, shows the 
percent of marginal costs attributable to each customer class. 

CONCLUSIONS 

1 .  Portland General Electric Company is a public utility subject to the 
Commission's jurisdiction. 

2. The Commission should adopt the stipulations attached as Appendices B, C, 
D, and E. 

3. Based on the record in this case, Portland General Electric Company's rates 
that result from the stipulations and the Commission's  conclusions in the body 
of the Order are just and reasonable. 

ORDER 

IT IS ORDERED that: 

1 .  The stipulations attached as Appendices B, C, D, and E are adopted in 
their entirety. 

2. The other adjustments the Commission has made in the body of this Order 
are adopted. 
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3 .  PGE may file revised tariffs consistent with the stipulations and the 
fmdings offact and conclusions in this Order to be effective April 1 ,  1995. 
PGE shall file such tariffs by March 30, 1 995, or as soon thereafter as 
possible. 

MAR 2 9 1995 
Made, entered, and effective. __ �",-____________ . 

Ron Eachus 
Commissioner 

II oger Hamilton 
j/ Commissioner 

Chairman Smith concurs in part and dissents on the following issue: 

S-38: Decoupling 

I dissent from the Commission's conclusions and direction to PGE to proceed 
with decoupling, for the same reasons I dissented in Order No. 92-1673 (UM 409). 

Decoupling was designed to promote energy efficiency and demand-side 
management (DSM). It is meant to remove disincentives to a utility's acquisition of 
demand-side resources from the traditional rate of return regulation framework. Order 
No. 92-1673 asserts that "[nlo other change in the regulatory system can ensure that we 
will move toward the goals of [reducing energy consumption]." 

That assertion is even less supportable today than it was at the conclusion of 
UM 409. The marketplace has changed and will continue to change dramatically, 
requiring traditional regulation to evolve toward a more market-based approach. In the 
face of competition in generation and the prospect of comparability in the transmission 
system, electric utilities are responding by looking for ways to be and become lowest-cost 
providers. 

This need (or perceived need) to be competitive drives inefficiencies out of the 
utilities' systems and produces a new, lower set of price signals. By definition, neither 
the customer nor PGE is likely to make uneconomic energy decisions. In the short te=, 
the effect on DSM programs will be more than "perverse"; it could be close to fatal. That 
is, regulators may not have the leverage to require energy efficiency or DSM programs, 
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because it will be even more difficult for programs to meet cost-effectiveness standards 
while remaining price competitive. 

Not only will market prices be the controlling factor in customer response 

choices, but the inherent inability of traditional regulation to promote DSM will surface 
as well. Managing the proposed decoupling mechanism may well prove even more 
difficult, costly, and problematic than administering past and current DSM programs. For 
example, the administrative costs may be high, because the tariff will require 
"information on monthly revenues, incremental costs, and margin" as well as six-month 
reviews. I note that with regard to incentive mechanisms, the SAVE tariff (Schedule 
101), which was considered a particularly effective DSM incentive mechanism, bogged 
down early in administrative burdens and disputes over measurements. Now the 
Commission has no way to require its continuation, and POE has determined that its 
benefits do not outweigh its costs and rate impacts. 

As this order issues, the legislature is considering alternatives to traditional rate­
of-return regulation. States are studying how to restructure the electric industry. The 
FERC is aggressively promoting comparability in wholesale transmission access and 
wheeling. In the West, regions and subregions are forming transmission groups to 
manage cooperative arrangements for wheeling power across systems. The federal 
marketing agencies face the first real change in how they do business since their 
formation. 

Decoupling is not consistent with these and other movements toward greater 
competition, because decoupling insulates a utility from lost margins that result from lost 
retail sales. For example, if POE should lose a customer to self-generation, decoupling 
would restore those lost margins to POE. I believe these business risks are more 
appropriately left with POE than shifted to the ratepayers through decoupling. POE is 
better situated to manage these risks and compete on price or service quality whenever 
necessary. As the market becomes more competitive and firms compete for their share of 
energy sales, it does not seem apposite to institute a policy that essentially guarantees the 
utility a fixed level of sales and resulting margins. The standard competitive framework 
does not guarantee each company a fixed sales level and resulting margins. Rather, the 
sales level and profitability of a company is directly related to how well and efficiently 
the company satisfies the needs of its customers. 

The time for decoupling has passed. The changes in energy markets, the burdens 
and difficulty in administration, and POE's reluctance all militate against use of this 
mechanism to meet the Commission's goals of promoting energy efficiency. Decoupling 
should not be implemented. 

Nevertheless, the goal of using energy resources efficiently and wisely remains. 
The goal of diversifYing the resource base remains. It is just that circumstances have 
loosened regulators' grip on traditional levers. We must fmd other ways of meeting the 
need and the challenge. Decoupling is not the solution. The doubts and questions voiced 
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in my dissent in Order No. 92-1673 have not been answered. It is time to consider other 
forms of regulation more attuned to the evolving energy marketplace. 

Chairman 

A party may or reconsideration of this order pursuant to ORS 756.561 .  
A request for rehearing or reconsideration must be filed with the Commission within 60 
days of the date of this order. The request must comply with the requirements of 
OAR 860-14-095. A copy of any such request must also be served on each party to the 
proceeding as provided by OAR 860-13-070(2)(a). A party may appeal this order to a 
court pursuant to ORS 756.580. 

i:\ue88\ue88fo.doc 
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por11aIld General Electric Company 

"Cl1�J Marold 
portland General Electric Company 

I SW Salmon St I WTC7 
.o Pl1,rtlatld OR 97204 

Tel: 503-464-7137 
Fax: 503-464-765 1 

Randall Childress 
Portland General Electric Company 
121 SW Salmon St 
Portland OR 97204 
Tel: 503-464-8876 
Fax: 503-464-2200 

Air Products & Chemicals, Inc. 

Michael C Dotten 
Heller Ehrman White & McAuliffe 
222 SW Columbia Ste 1600 
Portland OR 97201-6616  
Tel: 503-227-7400 
Fax: 503-241-0950 

Boise Cascade Corporation 

Richard Baxendale 
Boise Cascade Corporation 
926 Harvard A venue East 
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Tel: 206�323-9147 
Fax: 206-322-4769 

J, 

Bonneville Power Administration 

Geoffrey Kronick 
Bonneville Power Administration 
PO Box 3621 LQ 
Portland OR 97208-3621 
Tel: 503-230-4201 
Fax: 503-230-7405 
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Linda Weirather 
Bonneville Power Administration 

PO Box 3621 FPC 
portland OR 97208-3621 
Tel: 503-230-7547 
Fax: 503-230-4080 

. 
Citizens' Utility Board 

John W Stephens 
Esler, Stephens & Buckley 
1001 SW 5th Ave Ste 2050 
Portland OR 97204-1 136 
Tel: 503-223-1510  
Fax: 503-294-3995 

Direct Services Industrial Customers of Bonneville Power Administration 

Paul M Murphy 
Ball, Janik & Novack 
101  SW Main St Ste 1 100 
Portland OR 97204 
Tel: 503-228-2525 
Fax: 503-295-1058 

. John A. Kullberg 

John A. Kullberg 
PO Box 3995 
Agana Guam 96910 
Fax: 671-789"5173 

Lloyd K. Marbet 

Lloyd K. Marbet 
F orelaws on Board 
1 9142 S Bakers Ferry Rd 
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Tel: 503-637-3549 

. Fax: 503-637-3549 
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"'n..th",p.t Cogeneration & Industrial Power Coalition 

. paul Kaufman 

Ater Wynne et al 
222 SW Columbia Ste 1 800 
portland OR 97201 

Tel: 503-226-0079 
Fax: 503-226-1 191 

Northwest Conservation Act Coalition 

Steven Weiss 
Northwest Conservation Act Coalition 

4422 Oregon Trail Ct NE 

Salem OR 97305 
Tel: 503-399-8859 
Fax: 503-399-8859 

Northwest Conservation Act Coalition 

217 Pine St Ste 1 020 
Seattle WA 98101-1520 
Tel: 206-621-0094 
Fax: 206-621-0097 

Oregon Committee for Equitable Utility Rates 

Grant E Tanner 

Davis, Wright, Tremaine 
1300 SW 5th Ave Ste 2300 
Portland OR 97201-5682 
Tel: 503-241-2300 
Fax: 503-778-5299 

Oregon Department of Energy 

Phil Carver 
Oregon Department of Energy 
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Tel: 503-378-6874 
Fax: 503-373-7806 
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r u., .. � Power Council 

Power Council 

NE Multnomah Ste 729 
t'OflJlaIlU OR 97232 

503-232-2427 

··· Fax: 503-239-5959 

Utility Reform Project 

Daniel W Meek 
Attorney at Law 

1935 NE Clackamas St 
Portland OR 97232 
Tel: 503-281-2201 
Fax: 503-281 -2282 

Utility Resources, Inc. 

Dennis Peseau 

Utility Resources, Inc. 
1500 Liberty St SE Ste 250 
Salem OR 97302 
Tel: 503-370-9563 
Fax: 503-370-9566 

Staff 

Michael T Weirich 
Department of Justice 
1 1 62 Court St NE Rm 100 · 
Salem, OR 97310-0560 
Tel: 503-378-6986 
Fax: 503-378-3802 

Ray Lambeth 

Public Utility Commission 

550 Capitol St NE 

Salem OR 97310-1380 
Tel: 503-378-6917 
Fax: 503-373-7752 
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Crowley 

Utility Commission 

550 Capitol St NE 
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503-378-6683 
Fax: 503-378-6163 

Michael Grant 

Public Utility Commission 

· 550 Capitol St NE 
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Tel: 503-378-61 02 
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BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

UE 8 8  

In the Matter of the Revised 
Tariff Schedules for Electric 
Service in Oregon Filed by 
PORTLAND GENERAL ELECTRIC 
COMPANY - Advice No . 9 3 - 2 6  

STIPULATION 

RECITALS 

1 .  On November 8 ,  1 9 9 3 , Portl and General E l e c t r i c  

company f iled for a general rate change aff ect ing i t s  p r i c e  

s chedules i n  Advice No . 9 3 - 2 6 . Docket UE- 8 8  is the proceeding 

for resolution of the issues in Advice No . 9 3 - 2 6 .  

2 .  The new price s chedules are based on PGE ' s  

expected revenue requirement for a two - year test period covering 

1 9 9 5  and 19 9 6 .  On November 8 ,  19 9 3 ,  PGE f iled t e s t imony , 

exhibits , and workpapers � support of i t s  1 9 9 5  and 1 9 9 6 revenue 

requirements ( the November 8 f i l ing ) . 

3 .  On March 2 1 ,  1 9 9 4 , the S t a f f  of the Pub l i c  U t i l ity 

Commiss ion of Oregon (Staff)  f iled a mot ion to amend the schedule 

and to bifurcat e .  I n  this mot ion, S t a f f  reques ted that i ssues 

c ons idered by the Commission in the DR 10 proceeding related t9 

PGE ' s  Trojan Nuclear Plant (Troj an) and c o s t  of capital b e  

considered apart from all other i ssues . The Hearings O f f icers 

granted the Motion to Bifurcate on May 3 ,  1 9 9 4  and estab l ished a 

s chedule for the Troj an - related i s sues and cost of cap i ta l . For 

purposes of this S t ipulation , Phase I refers to proceeR-l:"e E I V E D 
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related to issues other than Trojan and cost of capital , Phase I I  

fers t o  the proceedings related to Troj an and cost o f  capital . 

s t ipulation primarily covers Phase I i s sues . 

4 .  Pursuant to the Hearings Officers ' Memorandum and 

December 1 5 , 19 9 3 ,  the Staff f iled for discussion at 

the Phase I settlement conferences , a " Staff Issues Lis t "  dated 

March 2 5 ,  1 9 9 4 . The Staff I s sues List ident ified Phase I 

adj us tments S taff proposed to PGE ' s  requested revenue 

requirements components for test years 19 9 5  and 19 9 6  as set forth 

in the November 8 f iling . 

5 .  On May 1 0 , 19 9 4 ,  PGE filed supplemental testimony 

concerning power cost issues . On May 13 , 1 9 9 4 , Staff filed 

testimony , exhibits , and workpapers in support o f  its pos i tion 

concerning PGE ' s  19 9 5  and 19 9 6  Phase I revenue requirements . On 

June 9 ,  1 9 9 4 ,  S taff f iled supplemental testimony concerning power 

cost i s sues . 

TERMS OF STIPULATION 

WHEREFORE , PGE and Staff hereby agree to the following 

with respect to PGE ' s reques ted revenue requirements , rate 

sprea d ,  and rate design as set forth in the November 8 fil ing . 

Designations beginning with " S - "  are from the March 2 5 ,  19 9 4  

S ta f f I ssues List . 

1 .  PGE and Staff agree that the revenue sensi t ive 

factors shown in Attachment 1 ,  a ttached to and made a part o f  
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this s tipulation ,  should be used in the determination of PGE ' s  

required revenues for test years 1 9 9 5  and 19 9 6 . PGE and Staff 

further agree that adj us tments to tes t years ' expenses , including 

' tax deductible interest ,  should have related tax effects 

calculated us ing the fol l owing e f f ective rates : Federal , 3 5 % ;  

State , 6 . 6 7 2 % ;  Environmental , 0 . 12 % .  

PGE and S taff also agree that a factor of 4 . 5 5 %  should 

be appl ied to all operat ing expense and tax adj ustments to the 

November 8 f i ling data to derive the appropriate revisions to the 

working cash rate base allowance . 

Corrections to the November 8 f i l ing ( S - l through 8 - 1.1 1  

2 .  8 - 1 .  PGE will decrease i t s  operation and 

maintenance ( O&M) expense s  in 1 9 9 5  by $ 2 9 9 , 0 0 0  and in 1 9 9 6  by 

$ 62 8 , 0 0 0  and will decrease taxes other than income in 1 9 9 5  by 

$ 7 , 0 0 0  and · in 1 9 9 6  by $ 1 5 , 0 0 0  to correct an error in the November 

8 f i l ing . The November 8 f i l ing mis t akenly and inappropriately 

included a double inflation of PGC direct charges to PGE . 

3 .  8 - 2 .  PGE deferred the savings f rom termina t i ng 

its membership i n  EPRI in October 1 9 9 3  pursuant to Order No . 9 1 -

1 8 6 . Rather than amortize the savings o f  $ 1 , 7 1 5 , 0 0 0  i n  1 9 9 5  and 

$ 1 , 7 17 , 0 0 0  in 1 9 9 6  through Docket UE- 8 S ,  PGE will f il e  to ' 

amortize them s imul taneously with i t s  1 9 9 5  8AVE rate changes . No 

revision of Novembe r  8 f i l ing data i s  required . 
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4 .  8 - 3 .  PGE will decrease its requested O&M expenses 

1 9 9 5  by $ 2 3 , 0 0 0  and in 1 9 9 6  by $24 , 0 00 to remove Category " C " 

rtising mistakenly and inappropriately included in the 

8 f il ing . 

5 .  8 - 4 .  PGE will decrease its requested O&M expenses 

1 9 9 5  by $ 1 , 2 3 0 , 0 0 0  and in 1 9 9 6  by $ 1 , 4 8 8 , 0 0 0  to corre c t  an 

in the calculation of costs for the reti rement savings 

PGE inadvertently and i nappropriately es calated the 

matching fund expense for inflation twice and did not reduce 

expense to reflect a tax deduction for stock dividends u s ed t o  
, 

pay off ESOP debt . 

6 .  8 - 5 .  PGE will decrease i t s  reques ted O &M  expenses 

in 1 9 9 5  by $ 1 , 49 7 , 0 0 0  and in 1 9 9 6  by $ 16 0 , 0 0 0  to reduce l egal 

expenses that were overstated in the November 8 f i l ing . 

7 .  8 - 6 .  PGE will decrease its requested O &M  expenses 

in 1 9 9 5  by $ 3 14 , 0 0 0  and in 1 9 9 6  by $ 7 0 2 , 0 0 0  to reflect a 

reduction i n  the escalation rate of its active health and dental 

costs from 1 5  percent to 1 2  percent per yea r .  

8 .  8 - 7 .  PGE will increase i t s  reques ted other 

revenues at current rates in 1 9 9 5  by $ 6 87 , 0 0 0  and in 1 9 9 6  by 

$ 6 8 8 , 0 0 0  to refund to customers the 1 9 9 0  through 1 9 9 4  accrua l s  

f o r  carrying costs originally expensed on PGE ' s  books but 

subsequently charged to Troj an and Boardman co - owners . In 

addition ,  PGE will decrease O&M expenses in 1 9 9 5. by $ 7 3 , 0 0 0  and 

in 19 9 6  by $ 71 , 0 0 0  to reflect ongoing charges to co - owne rs . 

9 .  8 - 8 .  PGE will increase i t s  reques t ed O &M  expenses 
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1 9 9 5  by $ 1 , 8 7 0 , 0 00 and in 1 9 9 6  by $ 2 , 9 5 3 , 0 00 to correct 

provider costs that the November 8 filing unders tated 

primarily because World Trade Center rent and facility costs were 

charged to a deferral account and not allocated to appropriate 

expense accounts .  The Novembe r  8 filing service provider budgets 

were also understated because they were preliminary and were not 

escalated f or inflat ion . 

1 0 .  8 - 9 . PGE will increase its requested net util ity 

plant in 1 9 9 5  by $ 43 8 , 0 0 0  and in 1 9 9 6  by $414 , 0 00 to reflect an 

inclusion in rate bas e  of tenant improvements to the conference 

rooms in Building 2 of the World Trade Center . These tenant 

improvements are cons istent with associated revenues included i n  

the November 8 f i l ing . 

11 . 8 - 1 0 .  PGE will increase its reques ted O &M  

expenses i n  1 9 9 5  b y  $ 6 9 2 , 0 0 0  and i n  1 9 9 6  by $ 8 0 8 , 0 00 t o  include 

interes t  on the Managers ' and Directors ' Deferred Compensation 

Plan balances that was excluded from the pool of PGC costs b i l l ed 

to PGE per the November 8 f i l i ng .  

1 2 . 8 - 1 1 .  PGE will decrease its requested i ncome tax 

expense in 1 9 9 5  by $ 1 9 2 , 0 0 0  and in 1 9 9 6  by $ 6 0 8 , 0 0 0  and increase 

accumulated deferred income taxes in 1 9 95 by $ 1 , 47 8 , 0 0 0  and in 

19 9 6  by $ 3 , 4 8 3 , 0 0 0  to correct s everal errors dis covered in the 

cal culation of income taxes included in the November 8 f i l ing . 

Adju s tments to the November 8 fil ing (8 - 12 through 

8 - 4 4 )  
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13 . S - 12 . PGE will change its requested revenue 

requirement elements as shown below to reflect an increas e  in 

ant i c ipated loads result ing f rom updating PGE ' s  load forecast 

model with more recent economic data . 

Sales to consumers 

Net variable power costs 

Dis t ribution operation 
and maintenance 

Depreciation 

Property taxes 

Util ity plant 

Accumulated depreciation 

1 9 9 5  

$ 4 , 3 9 2 , 0 0 0  

$ 2 , 12 6 , 0 0 0  

$ 2 6 0 , 0 0 0  

$ 8 5 , 0 0 0  

$ 3 3 , 0 0 0  

$ 2 , 13 5 , 0 0 0  

$ ( 8 5 , 0 0 0 )  

19 9 6  

$ 1 , 8 5 4 , 0 00 

$ 1 , 0 2 1 , 0 0 0  

$ 2 3 2 , 0 0 0  

$ 7 5 , 0 0 0  

$ 29 , 0 0 0  

$ 1 , 8 6 3 , 0 0 0  

$ ( 7 5 , 0 0 0 )  

The parties agree to include an e s t imate for variab l e  

power costs but do not agree on the amount . This can b e  

calculated following a f inal decis ion i n  I ssue S - 13 . The new 

load forecast includes the Smurf it displacement loads identi f i e d  

b y  S taf f .  

14 . S - 13 . No agreement has been reached on 

appropriate test years ' variable power costs . 

1 5 . S - 14 .  PGE will increase its requested other 

operating revenues i n  1 9 9 5  by $ 1 , 5 7 4 , 0 0 0  and in 19 9 6  by 

$ 1 , 6 0 9 , 0 0 0  to reflect revenues from NSF/ reconnect/f ield s ervice 

fees , t emporary connections , billing j ob prof its , and the EPA 

irrigation discount inadvertently and inappropriately excluded 

f rom the November 8 f i ling . No agreement has been reached on 

appropriate revenues from operation of the Energy Resource Center 
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(ERC ) . 
1 6 . S - 15 .  No agreement has been reached on 

appropriate test years ' employee wage and salary leve l s . 

17 � S - 1 6 .  PGE will decrease its requested O&M 

expens e s  in 1 9 9 5  by $ 3 , 74 5 , 0 00 and in 1 9 9 6  by $ 3 , 8 6 1 , 0 0 0  and 

taxes other than income in 1 9 9 5  by $ 4 12 , 0 0 0  and in 1 9 9 6 by 

$ 4 2 5 , 0 0 0  to reflect removal of s ome incentive pay . Reductions 

equal 5 0  percent of the Our Teamworks program costs , 75 percent 

of the non - o f f icer Annual Cash Incentive (ACI ) Program expenses 

and 1 0 0  percent of the officer ACI Program expenses . 

1 8 . S - 1 7 .  PGE will decrease its request ed O&M 

expense s  in 1 9 9 5  by $ 1 , 9 5 7 , 0 00 and in 19 9 6  by $ 2 , 04 6 , 0 0 0  t o  

remove f rom the Novembe r  8 f i l ing those costs associated with the 

supplemental executive retirement program. In addition, PGE w i l l  

increase rate base i n  1 9 9 5  b y  $ 1 , 2 0 0 , 0 0 0  and i n  19 9 6  b y  

$ 2 , 3 8 9 , 0 0 0  to reflect reduced accUmulated unfunded l iabi lities 

for which cus t omers have paid . 

19 . 8 - 18 . PGE will decrease its reques ted O &M  

expenses , in 1 9 9 5  by $ 1 , 8 4 5 , 0 0 0  and i n  19 9 6  by $ 2 , 172 , 0 0 0  and 

increase rate base in 1 9 9 5  by $ 4 77 , 0 0 0  and in 1 9 9 6  by $ 54 2 , 0 0 0  to 

remove from the Novembe r  8 f i ling all elements associated with 

the managers ' deferred compensation program. 

2 0 . 8 - 19 .  PGE will decrease its requested O&M 

expense s  in 1 9 9 5  by $ 2 04 , 0 0 0  and in 19 9 6  by $ 1 9 4 , 0 0 0  to remove 

from the November 8 fi ling all costs associat'ed with the 

directors ' deferred compensation and pens ion plans . 
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2 1 .  8 - 2 0 . PGE will decrease i t s  requested O&M 

in 1 9 9 5  by $ 3 14 , 0 0 0  and in 1 9 9 6  by $ 7 4 8 , 0 0 0  to reflect a 

reduction from the November 8 f il ing of costs associated with 

med ical /dental insurance . The change resul t s  from a reduction in 

the annual escalation factor f rom 12 percent to 7 percent .  In 

addit ion, rate base will decrease by $ 6 5 , 0 0 0  in 1 9 9 5  and $ 2 7 6 , 0 0 0  

in 1 9 9 6  to reflect the related capital i zed medical cos t s ' impact 

on util ity plant in service . 

2 2 . 8 - 2 1 .  PGE ' s  November 8 f i l ing includes O&M 

expenses associated with membership in the Electric Power 

Research Institute ( EPRI ) . The parti e s  agree that $ 1 . 7 8 2  mill ion 

for 1 9 9 5  and $ 1 . 8 7 9  mill ion for 19 9 6 ,  in expenses related to EPRI 

membership may be included in rates subj e c t  to the condi t i ons 

outl ined below. 

PGE plans to rej oin EPRI on January 1 ,  1 9 9 5 , i f  EPRI 

revises its fee s t ructure to allow varying levels of 

par t i c ipation and targeted research . I f  PGE does not rej oin EPRI 

on January 1 ,  19 9 5 ,  because EPRI does not revise i t s  fee 

s t ructure or for s ome other reason, o r  if the annual EPRI 

expenses are less than the amounts spe c i fi e d  above , PGE w i l l  

defer f o r  refund to customers the revenue s  a s sociated w i t h  the 

EPRI - related expenses included in UE 8 8 ,  except for revenues 

associated with such amounts as PGE demon s t rates it has spent 

pursuant to the following criteri a : 
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A .  The expenditure is for outside services or 

materials only . No PGE labor or overheads will be 

include d .  

B .  The requesting department shows that the 

expenditure for outside services or materials is 

incremental to amounts budgeted for such items i n  

the test period . 

C .  The request ing department demonstrates that the 

cost incurred i s  a direct result of not being a 

member of EPRI ; i . e . , the proj ect or research was 

previously an EPRI proj ect or EPRI provided 

s imilar research or support . 

D .  The request ing department prepares a s tatement on 

the need for the research expenditure and the 

desired resul t .  Only expenditures related t o  

. distinct and tangible research activities will b e  

accepted . Expenditures related t o  other more 

general activi t i es , including , but not l imited t o ,  

s t rategic planning , performance measurement , 

reporting processes , corporate s t rategy , 

budgeting , and forecast ing are not acceptable . 

The decis ion as to what qual ifies as an acceptable 

expenditure in this regard will reside solely with the Commis s ion 

and i t s  s t af f .  

PAGE 9 - STIPULATION 

APPENDIX B 
PAGE 9 OF 22 



No later than March 1 of 1 9 9 6  and 19 9 7 ,  the Company 

wil l  submit a report as to the expenses it bel ieves qua l i fy for 

treatment under this Stipulation for the preceding year . Any 

amounts fall ing short of the annual sums specified above will be 

deferre d ,  as of year end, f or future dispos i tion by the 

Commis s ion . Interest on deferrals will accrue at the authorized 

rate of return in UE 8 8  with one - hal f years ' interest added to 

each vintage year ' s  initial accrual . 

This procedure will continue unt il the Commi s s ion 

i s sues a rate order in the general rate proceeding immediately 

subsequent to UE 88 . 

2 3 . S - 22 . · PGE will decrease i t s  requested O&M 

expense s  in 1 9 9 5  by $ 1 , 0 7 3 , 0 0 0  and in 1 9 9 6  by $ 1 , 5 9 4 , 0 0 0  to 

reflect the application of WEFA Fourth Quarter inflati on 

forecast s  to PGE ' s operation and maintenance expenses i n  p l ace o f  

the WEFA June inflation forecasts u s ed i n  the November 8 f il ing . 

2 4 . S · 2 3 . PGE will decrease i t s  requested O &M  

expenses i n  1 9 9 5  by $ 1 0 3 , 0 0 0  and i n  19 9 6  by $ 1 0 8 , 0 0 0  t o  remove 

from the November 8 f i l ing certain non - l abor expenses forecasted 

in the Cus t omer Accounting area . 

2 5 . S - 2 4 . PGE will decrease i t s  requested O &M  

expense s  i n  1 9 9 5  by $ 2 7 8 , 0 0 0  and i n  1 9 9 6  by $ 2 8 6 , 0 0 0  and taxes 

other than income in 1 9 9 5  by $ 15 , 0 0 0  and in 19 9 6  by $ 1 6 , 0 0 0  t o  

remove from the November 8 f i l ing expenses associated w i th i t s  

Communi ty Development program. 
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2 6 .  S - 2 5 .  PGE will decrease i t s  requested O&M 

expenses in 1 9 9 5  by $ 2 03 , 0 0 0  and in 19 9 6  by $ 2 12 , 0 00 and taxes 

other than income in 1 9 9 5  by $15 , 00 0  and in 1 9 9 6  by $ 1 6 , 0 0 0  to 

reduce the forecasted cost of PGE ' s  market information funct ion . 

2 7 .  S - 2 6 .  For 1 9 9 5 , PGE will decrease i t s  reques ted 

net u t i l i ty plant $ 6 8 7 , 0 0 0 . For 1 9 9 6 ,  PGE will decrease i t s  

reques ted net utility plant by $ 7 , 4 2 1 , 0 0 0  , O&M expense by 

$ 7 0 0 , 0 0 0 ,  and amortization expense by $ 2 , 5 6 2 , 0 0 0  to ref l e c t  a 

reduction in the forecasted rate base for the C8/2 customer 

information system ,  an on - l ine date of July 1 ,  19 9 6 ,  rather than 

January 1 as forecast in the November 8 f i l ing, amortization over 

ten years rather than f ive years , and a forecast decrease in 

operation and maintenance costs following implementation o f  CS/2 . 

As PGE receives revenue from the sale of CS/2 to other u t i l i t i e s , 

i t  will credit 9 1 . 2  percent to the unamortized balance o f  CS/2 

and 8 . 8  percent to other income and deduct i ons . 

2 8 . 8 - 2 7  through S - 3 0 . No agreement has been reached 

on appropriate test years ' category A advertis ing , power smart 

expense s , HVEA program expense or Energy Resource Cente r  ( ERC) 

expense s . 

2 9 . S - 3 1 .  PGE will revise i t s  requested revenue 

requirement e lements as follows to include a forecast o f  energy 

e f f ic iency inves tment and savings in each year in base p r ices , 
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rather than S chedule 1 0 3  as proposed by PGE . 

to consumers 

Other operating revenues 

Net variable power costs 

Other operation and 
maintenance 

$ ( 4 , 0 8 6 , 0 0 0 )  

$ 2 5 4 , 0 0 0  

$ ( 4 , 0 59 , 0 0 0 )  

$ 1 , 16 0 , 0 0 0  

Energy e f f ic iency investment $ 19 , 9 1 6 , 0 0 0  

9 5 - 3 2 2 

$ ( 12 , 22 6 , 0 0 0 )  

$ 244 , 0 0 0  

$ (  8 , 5 7 6 , 0 0 0 )  

$ 3 , 12 8 , 0 0 0  

$ 4 7 , 8 5 6 , 0 0 0  

The parties support cont inued use o f  an energy 

e f f i ciency investment true - up mechanism, such as presently exi s t s  

i n  S chedule 1 0 1 ,  and agree that such mechanism i s  appropriate t o  

implement a change in the overall energy e f f iciency amortization 

period, should PGE propose such and the Commis s ion approve that 

proposal . The parties agree to include an e s t imate for variable 

power costs but do not agree on the amount . This can b e  

calculated following a f inal decision on I ssue S - 13 . 

3 0 .  S - 3 2  and S - 3 3 .  No agreement has been reached on 

appropriate test years ' Port land General Corporation allocations 

or equity issuance cost treatment . 

3 1 .  S - 34 . PGE will decrease its reque s ted taxes other 

than income in 1 9 9 5  by $ 19 , 0 0 0  and in 1 9 9 6  by $ 3 7 9 , 00 0  to reflect 

a forecast effective payrol l  tax rate of 1 1  percent in both test 

years . �  In addition , PGE will reduce its requested rate base 

element for util ity plant in service by $ 4 , 0 0 0  in 1 9 9 5  and by 

$ 8 1 , 0 0 0  in 1 9 9 6  to reflect reduced capitalized payroll taxe s . 
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3 2 . 8 - 3 5 . The part ies will address the tax effect of 

change in PGE ' s rate of return from the November 8 f i l ing in 

the next phase of the case . 

3 3 . 8 - 3 6 . PGE will decrease its requested non- fuel 

and suppl ies investment in 1 9 9 5  by $ 5 5 3 , 0 0 0  and in 19 9 6  

by $ 1 , 0 8 9 , 0 0 0  to reflect the application of WEFA Fourth Quarter 

inflation forecasts to PGE ' s  materials and supplies rate base 

balances in place of the WEFA June inflation forecas t s  used in 

the November 8 f il ing . 

3 4 .  8 - 3 7 . PGE will withdraw proposed Schedule 1 0 7 .  

PGE wil l  reduce reques ted amortization credits in 1 9 9 5  by 

$ 3 6 , 7 0 7 , 0 0 0  and in 1 9 9 6  by $ 3 6 , 4 17 , 0 0 0 .  PGE will also increase 

the Boardman gain rate base credit in 1 9 9 5  by $ 1 8 , 3 5 4 , 0 0 0  and i n  

1 9 9 6  by $ 5 4 , 9 1 6 , 0 0 0  a s  wel l a s  increase accumulated deferred 

income taxes in 1 9 9 5  by $ 7 , 2 3 3 , 0 0 0  and i n  1 9 9 6  by $ 2 2 , 1 4 9 , 0 0 0 .  

3 5 .  8 - 3 8 . No agreement has been reached on 

appropriate incremental power cost calculations for the 

decoupling mechanism. 

, 3 6 .  8 - 3 9 . PGE will use the weather- normal i zation 

coe f f i cients used in the Docket DE - 8 S load forecast t o  weather-

adj ust actual revenues during the decoupl ing period . The monthly 

weather- adjusted " actual " sale s  (WAASi for the decoupling period 

w i l l  be calculated us ing the sales model developed by PGE . The 

weather- adj ustment proces s  is implemented by running the s a l e s  

model at " actual " weather conditions and at " norma l "  weather 

conditions . The d i f f e rence ' between these two model runs yields 
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the "weathe r - adjustment " quantities . For example ,  during the 

heating season colder weather would result in kWh quant ities 

being subtracted from actual or recorded sales and warmer weather 

would lead to kWh quantities being added to actual sales , a l l  

else being equal . The "normal " weather values are defined as 

averages over the most recent 30 year period . The weather 

coe f f i cients are specified in Attachment 2 .  

3 7 .  8 - 4 0 . PGE and 8taff will use thei r  best e f f orts 

to obtain appropriate treatment of decoupling adj ustments by the 

Bonneville Power Administration (BPA) in the determination of 

average system cost for purposes of the Residential Exchange 

Program. Regardless of the treatment adopted by BPA, however ,  

PGE will pass through t o  residential and farm customers a l l  

Residential Exchange Program benefits actually received, no l e s s  

and no more . 

3 8 .  8 - 4 1 .  No agreement has been reached on 

appropriate corrections to PGE ' s marginal cost s tudy and 

appropriate rate spread pol icy . 

3 9 . 8 - 4 2 . As a result of withdra�ing proposed 

8 chedule s  1 0 3  ( Is sue 8 - 3 1 )  and 1 0 7  ( Issue 8 - 3 7 ) , PGE will include 

1 9 9 5 / 19 9 6  energy e f ficiency costs and refund of the Boardman gain 

in overall revenue requirements for rate spread purposes . 

4 0 .  8 - 4 3 . The revenue adjustment of $ 54 0 , 0 0 0  per year 

for an interrupt ibl€ service tarif f  wil l  be included only und e r  

the fol lowing conditions : 
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1 .  PGE files a tariff for interrup t ible service 

by August 1 ,  1994 , with a copy to all UE- 8 8  parties . 

2 .  PGE demonstrates in its fil ing or during 

subsequent review of the filing that a )  a l l  customers 

will benefit from the offer of interruptib l e  service , 

and b )  the offer will reduce net revenues by at least 

$540 , 0 0 0  a year . .  The net revenue estimate mus t  

recogni ze new sales (not just the shi f t  o f  existing 

sales f rom firm to interruptible servi ce ) and cost 

savings to the company. 

3 .  The Commission decides before Oc tober 1 ,  1 9 9 4  

to allow the tarif f  for interruptible service t o  go 

into e ff e ct . 

The increase in expected annual displacement sales t o  

8murfit t o  3 0 , 0 0 0  mWh i s  recognized in the load f orecas t 

adj ustment ( I s sue S - 12 ) . 

4 1 . · 8 - 4 4 . With the exception of proposed s chedu l e s  

1 0 3 , 1 0 7 ,  and the increase to the customer charge o n  S chedule 7 ,  

PGE will implement its proposed overall rate des ign des cribed in 

PGE Exhibit 8 0 0 . Minor deviations from PGE ' s propos e d  rate 

des ign may be necessary to achieve a smooth trans it ion between 

rate schedules . In addition , in implementing the demand charge 

changes on Schedules 3 1 / 3 2 ,  8 2 / 8 3 ,  and 8 9 ,  PGE may propose t o  

phase - in the change , provided that this i s  done wi thout a f f e c t ing 

the overall rate spread between classes and i s  revenue neutral . 

Furthermore , the shifts from energy to demand will be l imi t e d ,  
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however ,  so that energy charges for any af fected s chedule remain 

at o r  above the marginal cost of energy . 

The res idential customer charge will be s e t  based on 

the revenue increase allocated to S chedule 7 as follows : 

Schedule 7 Increase* Customer Charge 

Less than $ 5  million 
$ 5  to $ 1 0  million 
Over $10 million 

$ 5 . 0 0 
$ 5 . 5 0  
$ 6 . 0 0 

* Based on a two year test period . For a one - year 
test period, the allocated increase values should 
be halved . 

The energy charges for the two blocks of Schedule 7 

will then be adjusted on an equal percentage basi s  to achieve the 

total allocated revenue requirement , except that the tailblock 

rate will not be reduced if there is an overall increase . 

4 2 . S taff and PGE agree that a change in accounting 

method whereby depreciation is s implified for the spe c i f i c  PGE 

general plant accounts listed below is appropriate . 

- 3 9 1 0 0  - Office fUrniture and equipment 

- 3 9 1 0 2  - Computer and o f f ice equipment ( excludes 

mainframe) 

- 3 9 3 0 0  - Stores equipment 

- 3 9 4 0 0  - Tools ,  shop , and garage equipment 

- 3 9 7 0 6  - Cellular phones , mobile phones , and pagers 

- 3 9 8 0 0  - Miscellaneous equipment 

Under the revised accounting method , records w i l l  no 

longer be maintained at the individual retirement unit leve l . 
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Ins tea d ,  the Continuing Property Record will be maintained at a 

vintage level with the entire vintage retired from the record 

upon reaching the authorized depreciable l i f e . 

These accounts comprise a small percentage ( 1 . 7% )  of 

total net plant investment , are relatively inexpens ive , and are 

considered portable and are frequently relocated . Because of 

their s i ze and mobility they are very dif ficult to track and 

maintain valid location , retirement , and transfer records . The 

Commiss ion has previously approved this method for Washington 

Water Power . 

The undepreciated cost of pre - 19 9 5  assets will be 

depreciated over the remaining depreciation l ives approved in 

UM- 5 4 1 ,  and then retired from plant in- service in total along 

with a s sociated depreciat ion reserve amounts .  The depreciation 

expense to be implemented with a UE - S S  general rate case order 

. will be calculated using a whol e - l i f e  equivalent depreciation 

rate . The broad group depreciation rates will assume no 

retirement dispersion . Depreciation o f  post - 19 9 4  assets will 

begin the month after the j ob is closed t o  plant in - service . The 

depreciation reserve wil l be maintained by vintage , and 

depreciation in the year of retirement will be calculated by 

subtracting the depreciation reserve balance f rom the vintage 

plant in- service balance . 

Ongoing review and future revisions of the depreciation 

l ives and salvage rates will continue to be authorized by the 

Commis s ion based on input from S t a f f  and the Company . The 
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company will provide information to support any potential change 

to the st ipulated depreciat ion lives and salvage rates as part of 

future depreciation s tudies . Such support will be the best 

available information from such sources as engineering e s t imates , 

tax l ives , and/or industry surveys . 

This change in accounting method will not precipitate a 

change in PGE ' s  revenue requirement . The only differences 

between . the two methodologies is that the revised method will 

s implify the process of t racking and reporting net asset values 

and will create a change in the way retirements are recorded 

during the asset service l ives . 

43 . PGE agrees to withdraw i t s  application for 

deferred accounting docketed UM- 444 coincident with a Commission 

order in this proceeding authorizing full recovery of and on the 

Trojan stearn generator analysis , plugging , and s leeving costs 

referenced in Commission Order 9 2 - 10 6 2  and PGE ' s  UM- 4 9 4  request 

for an accounting order . 

44 . Staff and PGE agree that these s t ipulations are 

reasonable under the s tandards and perspec tives usually applied 

in a general rate proceeding . 

45 . Staff and PGE have entered into these s t ipulations 

in good faith. Cost recovery considerations associated with the 

Tro j an Nuclear Plant , howeve r ,  parti cularly with respect to the 

i s sues raised in Commis sion Order No . 9 3 - 1117 , will lead t o  

further assessment o f  the Trojan and cos t o f  cap i tal e l ements of 

PGE ' s  required revenues .  Should S t a f f  propose adj u s tments to 
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PGE ' s 1 9 9 5  and/or 1 9 9 6  revenue requirements in Phase I I  of Docke t  

UE- 8 8 ,  none of the items stipulated above will prevent PGE from 

presenting any evidence in rebuttal to issues raised by Staff in 

Phase I I  it deems necessary . 

Furthermore , i f  S ta f f  or PGE proposes changes in the 

revenue requirements for any of the items covered by this 

Stipulation which are incons is tent with the terms of the 

Stipulation during the Phase II proceeding , both Staff and PGE 

reserve the right to be released . from the terms of any or all  

elements of this Stipulation . 

Neverthele s s , it i s  the intent of the parties , unle s s  

either exercises the release option previously describe d ,  that 

Phase I s t ipulations remain in e f f ect should the Commiss ion 

rej ect further adj ustments S ta f f  may propose in Phase I I  of 

Docket UE - 8 8 .  

I f  the Commis s ion rej ects any part of this S t ipulation, 

the s t ipulating parties may withdraw from the whole S t ipulation 

unle s s  the parties agree to the modification . To the extent any 

party proposes changes that are inconsi stent with the terms of 

one or more i s sues in this S t ipulation, such changes shall not 

disturb any other i s sues addressed in the Stipulat i on .  To the 

extent the S t ipulation is part ially modified or withdrawn , 

neither the S t ipulation nor any information obtained in 

settlement discussions may be used as evidence against any party . 

4 6 .  This S t ipulation shal l be entered in the record in 

Phase I of this proceeding as evidence pursuant to OAR 8 6 0 - 14 -
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0 8 5 ( 1 ) .  PGE and S ta f f  agree that all of the testimony f iled in 

Phase I of this docket shall be entered in the record of 

proceeding . The parties agree to waive cros s - examination of the 

other part ies ' testimony on items included in this Stipulation .  

I f  any i ssue covered by this S tipulation i s  challenged by someone 

not a party to this St ipulation , then the parties agree to 

support and argue in good faith for the Commission ' s approval of 

all of the provisions o f  this S t ipulat ion .  

4 7 .  Staff and PGE have executed this Stipulation to 

resolve identified issues in Phase I of this proceeding . Neither 

Staff nor PGE shall be deemed to. have agreed that this 

S t ipulation is appropriate for resolving issues in any other 

proceeding except for Docket UM - 4 4 4  ( see i t em 43 above ) . Neither 

Staff nor PGE shall be deemed to have accepted or consented to 

the principles , methods or theories employed in arriving at this 

S t ipulation . 

EXECUTED this / " .. j-day of I bl'-T' . / J? /u41(1!4J� 1'aul A .  Grahain 

, 1 9 9 4 . 

Att orney for the Staff o f  the 
Oregon Public Util ity Commiss ion 

<t:) CQQ� 

o Iff JJ 

Randall W .  Childress 
Att orney for 
Portland General Electric Company 
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· O&M - UncoliectibleslAdvert.OPUC· 
Other Taxes-Franchise 
Short-Term Interest 
Other Taxes 

State Taxable Income . 

State Income Tax @ 6.672%" 

Federal Taxable Income 

Federal Income Tax @ 35% 
Irc 

ITC AdjustmentlEnv. Tax 

Total Income Taxes 

Total Revenue Sensnive Costs 

Utility Operating Income 

Factor 

1 .00000 

0.00555 
0.02100 
0.00000 
0.00000 

0.97345 

-�W$;Q.?§j 
0.58944 

1 .69654 1 

9 5 - 3 2 2. 

Uncollectible Rate 
Advertising Allow. 
OPUC Fee 

Total 

Attachment 1 

" State Income Tax 
Montana (.0675'.050008) 
Oregon (.0660'.959764) 

Total 
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0.00230 
0.00125 
0 00200 
0.00555 

0.00338 

0 06334 
0.06672 
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Single-Family Heat 

Single-Family NonHcat 

Multi-Family Heat 

Multi-Family NonHeat 

Mobile Home Heat 

Mobile Home NonHclIl 

Other Residential 

, i :il . .  i t . . . ? 

Tr'an!., Comm. &. Utility 

Department Storu !Malls 

Food Stores 

Restaurants' 

Other Tnde 

Fin" Ins, Real E!Jt. &. Offices 

Lodging 

Other Services 

Health Services 
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Miscellaneous Commercial 
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Winter Month!! 
Temperature II 

-824.49 

-139.03 

";60.48 

-107.08 

-865.35 

- 4 1 .53 

-1401.34 ...... � 
Winter Months 
He.llting Degree 
D.y. (@65"F) 

7.74 

9.92 

2.29 

5.07 

15.51  

19.69 

6.79 

21 .42 

8.49 

20.96 

14.46 

Spring Monthl 
Tempctftture 1/ 

-712.51 

-132.58 

-546.37 

- 91.65 

";94.65 

- 29.71 

-1281.34 ••. ??;. 

Spring Months 
Heating Degree 
D.y. (@65"F) 

7.04 

5.84 

3 .64 

14.84 

15.32 

6.50 

21 .02 

2.65 

11.45 

14.23 

Swing Montha 
Temperature 

-21.72 

- 2.67 

-19.38 

- 1.60 

-26.59 

-1 1 .03 

-37. 19 

� 
Swing Months 
Heating Degree 
D.y. (@65"F) 

2.66 

4.93 

3.99 

Summer Month. 
Tempertlture 

- 1 1 .96 

- 9.56 

-12.32 

Cooling Degree Wind Speed Minutes or 
D.y. (@75"F) Sumhine 

3.96 17.76 -!l.OO59 

1 .52 6.26 -!l.0026 

1.87 12.04 -!l.0024 

1 .12 3.41 -!l.OO 11 

4.55 21 .28 -!l.OO80 

2.83 13 .20 -!l.0060 

4.61 18 .26 -!l.0021 
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Cooling Degree 
Day. (@6So4'I 
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BEFORE THE PUBLIC UTILITY COMMISSION 

O F  OREGON 

the Matter o f  the Revised 
f f " Schedules for Electric 

SPTVlce in Oregon Filed by 
PORTLAND GENERAL ELECTRIC 
COMPANY - Advi c e  N o .  9 3 - 2 6  

UE 8 8  

) 
) 
) 
) 
) 

STIPULATION 
SUPPLEMENT il l  

1 .  On November 8 ,  19 9 3 ,  Portland General Electric 

Company f iled for a general rate change a f f e c t ing its price 

schedule s  in Advice No . 9 3 - 2 6 . Docket UE - S S  is the proceeding 

for resolut i on o f  the issues in Advice No . 9 3 - 2 6 .  

2 .  " The new price schedules are based on PGE ' s 

expected revenue requirement for a two-year test period covering 

1 9 9 5  and 1 9 9 6 .  On November 8 ,  1 9 9 3 , PGE filed testimony , 

exhibits , and workpapers in support of its 1 9 9 5  and 1 9 9 6  revenue 

requirements ( the November S f iling) . 

3 .  On March 2 1 ,  1 9 9 4 ,  the Staff of the Publ i c  Util i ty 

Commiss ion of Oregon ( S ta f f )  filed a motion to amend the schedule 

and to bifurcate . In this motion, Staff reques ted that issues 

considered by the Commi s s i on in the DR 10 proceeding related to 

PGE ' s  Trojan Nuclear Plant ( Troj an) and cost o f  capital be 

conSidered apart f rom all other i s sues . -"The Hearings O f f icers 

granted the Motion to Bi furcate on May 3 ,  1 9 9 4  and es tabl ished a 

schedule f or the Troj an-related issues and cost of capital . For 

purposes of this S t ipulation, Phase I refers to proceedings 

related to i s sues other than Trojan and cost of cap ital , Phase II 
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95 - 3 22 
re fe rs to the proceedings related to Troj an and cost of cap i t a l . 

This s tipulat ion primarily covers Phase I issues . 

4 .  Pursuant t o  the Hearings O f f i cers ' Memorandum and 

Ruling of December 15 , 1 9 9 3 ,  the S taf f f i l e d  for discussion at 

the Phas e I sett lement conf erence s .  a " S ta f f  I s sues Li s t "  da t e d  

March 2 5 ,  1 9 9 4 . The Staf f Is sues L i s t  identified Pha s e I 

adj u s tments Staff proposed to PGE ' s  reques ted revenue 

requirements components for t e s t  years 19 9 5  and 1 9 9 6  as set f o rth 

in the November e f il ing . 

5 .  On July 1 ,  1 9 9 4  PGE f iled test imony and exhibi t s  

( the July 1 Rebuttal ) responding t o  certain issues raised by 

S ta f f  and other part ies . 

6 .  Also on July 1 ,  19 9 4 ,  PGE and Staff f il ed a 

Stipulation describing agreement between t hem on numerous 

revenu e ,  expense ,  and rate base i s sues identif ied in the S ta f f  

Issues Lis t .  

TERMS OF STIPULATION 

WHEREFORE , PGE and Staf f hereby agree to the following 

issues in addition to those covered in the July 1 S t ipulation � 

Designations beginning with ·S - "  are from the March 2 5 , 1 9 9 4  

Staff I s sues List . 

1 .  S - 14 . PGE will increase i t s  reques ted other 

operating revenues in 1 9 9 5  by $75 , 0 0 0  and in 1 9 9 6  by $ 7 5 , 0 0 0  t o  

Page - 2 
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revenues f rom s eminars and conferences i t  may o f f e r  

i t s  Energy Resource Center (ERe) . 
2 .  S - 2 7 . PGE will decrease its operat ; on and 

·�.�n.tenance ( O �) expenees in 1 9 9 5  by $105 . 7 9 0  and i n  1 9 9 6  by 

to remove f rom the November 8 f i l ing certain Category 

"A" advertising expens es . These amounts are not subj e c t  t o  

. further adjustment f o r  any change i n  the amount of advert ising 
set as presumptively reasonable by . operation of the f ormula in 

OAR 8 6 0 - 2 6 - 0 2 2 ( 3 )  ( a )  on final revenue s  established in this 

Docket . 

3 .  S - 2 8 . PGE will decrease its O &M  expenses in 1 9 9 5  

by $ 1 0 7 , 6 1 9  and in 1 9 9 6 by $ 112 , 075 to remove from the November 8 

fil ing certain expenses associated with the non - adver t i s ing costs 

of PGE ' s  Power Smart program. 

4 .  S - 3 0 .  PGE will decrease its O&M expens e s  in 1 9 9 5  

by $ 2 1 1 , 10 6  and in 1 9 9 6 by $ 2 1 1 , 1 0 6  to remove from the November 8 

f iling the l ease costs associated with the Tualatin ERC 

facility . 

S .  S - 3 3 . Staf f and PGE agree to s t ipulate into the 

record in this proceeding the nine pages attached to this 

S t ipulation Supplement 1 as Attachment 1 .  

6 .  PGE will withdraw f rom its July 1 Rebuttal PGE 

Exhibit 1 3 1 6  in total and f rom PGE Exhibit 1 3 0 0  the s entences on 

page 2 2 . l ines 1 5  through 1 7 .  beginning with the words " Exhibi t 

1 3 1 6  describes • In addi tion. PGE will revise PGE Exhibit 

Page - 3 APPENDIX C 
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3 0 0 , page 2 2 , l ine 1 8  to replace the word " resul ts " w i th the 

" te s t "  . 

7 .  PGB and Staf f agree that PGE may add to PGE 

1 3 02 the pages a t ta ched to this s t ipulation Supplement 1 

as Attachments 2 and 3 and may revise PGE Exhibit 1 3 0 0 ,  page 6 ,  

lines 2 through 3 to replace the sentence " PGE Exhibit 1 3 0 2  

contains s everal ads produced by Alberta Power on various 

e l e c trical appl ications that increase the use of e lectric ity · 

with the sentence " PGE Exhibit 1 3 0 2  contains several ads p ro duced 

by Canadian utilities on various electrical appl i cations , s ome o f  

whiCh increase the use of electricity . "  

8 .  Staff and PGE agree tha t ,  i f  t he Commi s s ion 

implements the de coupling mechanism proposed in this docket f or 

�E . that mechanism will not take e f f ect unti l ,  and PGE will not 

cal culate the decoupling adjus tment for any months prior t o ,  the 

e f f e c t ive date of tari f f s  in this proceeding . Regardless o f  the 

effective date of the tariffs . and thus the decoupling mechanism. 

PGE will maintain the decoupl ing periods and f il ing s chedu l e  

contemplated by the mechaniSm. Accordingly . PGE ' s first 

decoupling f i l ing would occur August 1 ,  1 9 9 5 , for the period f rom 

the e f fective date of the tari f f s  through June 3 D ,  19 9 5 .  I f  t he 

amount of any decoupling adjus tment is smal l ,  PGE may d e f e r  the 

adjustment to its next d ecoupling f il ing . S t a f f  and PGE further 

agree that , with respect t o ·  the calculat ions O f .  revenue under the 

UE 88 tari f f s  needed for purposes of amort i :z.ation of deferred 
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costs for the period January 1 ,  19 9 5  through March 3 1 ,  

such revenues sha l l  be calculated wi thout wea ther-

tment and without the ef fects of the de coupl ing mechanism. 

9 .  Staff and PGE agree that this s tipulation is 

reasonable under the standards and perspectives usually app l i e d  

in a general rate proceeding . 

1 0 . Staff and PGE have entered into the s e  s t ipulat ions 

in good faith . Cost recovery considerations associated with the 

Trojan Nuclear Plant , however , particularly with respec t  to the 

i s sues raised in Commission Order No. 9 3 - 11 1 7 , will l ead t o  

further assessment o f  the Trojan and cost o f  capital e l ements of 

PGE ' s required revenues . should Staff propose adj u s tments t o  

PGE ' s 1 9 9 5  and/or 1 9 9 6  revenue requirements in Phase I I  of Docket 

UE - 8 8 , none of the items s t ipulated above will prevent PGE f rom 

pre s enting any evidence in rebuttal to is sues raised by S t a f f in 

phase II i t  deems necessary . 

Furthermore , i f  Sta f f  o r  PGE proposes changes in the 

revenue requirement s for any o f  the items covered by thi s 

St ipulation whiCh are inconsistent with the terms of the 

S t ipulation during the Phase I I  proceeding , both S ta f. f  and PGE 

reserve the right to be released from the terms of any or a l l  

e lement s  of this S t ipulation . 

Nevertheles s ,  it is the intent o t  the parties , ullless 

e ither exercises the release option previous l y  des cribed , _  that 

Phase I s t ipulations remain in effect shou l d  the Commi s s i on 
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further adj ustments Staff may propose in Phase I I  Of 

UE - S S . 

I f  the Commiss ion rej ects any part o f  this S t ipulation , 

s t ipulat ing parties may withdraw f rom the whole S t ipulation 

ss the part ies agree to the modification. To the extent any 

party proposes changes that are inconsis tent with the terms of 

one or more i s sues in this S tipulat ion, such changes shall not 

dis turb any other issues addressed in the S t ipulation .  To the 

extent the S t ipulation is partially modified or wi thdrawn . 

ne i ther the S t ipulation nor any information obtained in 

settl ement discuss ions may be used as evidence against any party . 

1 1 . This S tipulat ion shall be entered in the record in 
Phase I o f  this proceeding as evidence pursuant t o  OAR 8 6 0 - 14 -

0 8 5 ( 1 ) . PGE and S taff agree that all of the testimony f il ed in 

Phase I of this docket shall be entered in the record o f  

proceeding . I f  any i ssue covered by this S tipulat ion i s  

cha l l enged by s omeone not a party to this Stipulation , then the 

part i e s  agree to support and argue in good faith f o r  the 

Commis s ion ' s approval of all of the provisions of thj.s 

S tipulation . 

12 . S ta f f  and PGE have executed this S t ipulation t o  

resolve identified i s sues i n  phase I o f  this proceeding . Neither 

S ta f f  nor PGE shall be deemed to have agreed that this 

S t ipulation i s  approp riate for resolving issues in any other 

proceeding . Neither S t a f f  nor PGE shall be deemed to have 
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or consented to the princip l e s , methods o r  theor i e s  

oyed in arriving a t  this S t ipulation . 

Page - 7 

EXECUTED this �day of Jul y ,  1 9 9 4 .  

tt(rUJr. ( � , 
Michael T .  Weirich 
Attorney for the S t a f f  of the 
Oregon Public U t i l i ty Comm i s s ion 

���-� #-';Ir� d- -

Mel inda Horg ) 
Attorney tor 
Portland General E l ec t r i c  C ompany 
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Ja:J.ic� Fulk!:.r 
Oregon Public Utility Commission 
Warren Wimer, PGE 
M �nageT - Economic Regulalion 

�'-'- ...".,t .... 11 '  
AtI&tJ .... ""'\ f 
'·�<;. l u/ ."  

... ... . ... .... . . . .... . .... ". ..... 

May 22. } 990 

PORTI..A..ND GENERAL ELECTRIC COMPA."lY 
GENERAL FIUNG UE·79 

POE RESPONSE TO OPUC Staff Dala Requests No. 60 

does PGE expect to achieve Il capital �truc:turc containing 46 pereen! common equity, 
recommended . by W:mcn Winter on page 50 of PGE'$ Exhibit 3D? Provide nll 

I"O/'xpllpers demonstrating the :lchi�"emen! of the recommended �pitlll $trueture. 

. . •  E expects to achieve: a Cllpi t .. 1 .!'tnlcrore comammg 46 percent common �Uilr by ye<lr 
enu 1 993. ;\uaebed 1$ a spreadshee'l detailing the common equity forecast for YCf-J" end 1991 
i\J 1993. The a!l:\lysis assumes the following: (1) )'e�r end 1 991 v�ucs arc bcued \lpOn the 
PGE torcc:{st provided in resp(')l\$e to OPUC D::aa Reque.'t No. 2Bj (2) anllua! e:u-nings on 
comllmo cq\l ily l1fe conseTV:Itively ba.�ed on prior yezr end caromoD equity liS opposcd 10 

till a"�r<lg�; (�) �pit,,) expenditures :lxe l Oa percent internally funded (which is consistent 
'Wi1h POE's fir.:lnci;:!l str:l(egy); (4) percenl�ge of utility capital is based on 1 991 gener!!! 
filing r;)lio () ( r:\teb:l�C 10 total C:lpital; (5) utility ROE remclins con�tnn! Ilt 13.5 percent; (6) 71I.m-Ulility ROE is based on the e;:!mi�s-� power of the WN?3 e:'(chaogc cOntr:tC1; (7) debt 
remuins �CJn. .. tM!; (S) preferred is reduced at the r;lte of S1 .S million II year; and (9) the 
,mnun! dividend rem3ins cons.ant :It S l .20 per share. 
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, PGE F.<hiUlt 3D 
- Witness: ..... ARRCN WIN""ICR / PoEe 50 

1 A Exhibit 3D-IO, Con of Preferred SIOck, sho,,", the aInQUflt and the effective COS! of lb. 
2 Co"'PUIY'� outslAIldJog preferred Slod: for tbe test period. Preferred stock is shown by 

3 issue. No nc:w issu� s,re projected througb the 1991 lesl yelll'. The calculation of the 
4 ou� balaneos Is based 00 " U-mOntb aVCTZjje of Ibe ave·rage amounts OUtstaoding 
5 during the test pmod. The effecdve rate. represenl the inlernal rate of retUrn of the c-..sh 

6 !lows associated with each pre1erred issue. All preferred stock issues, except for the 

7 BKl5 % Series 8.Jld the 8.10% series lIle pelJleNo.l lssu�. The lOW cost of the preferred 
8 issues during the tes1 pmod 1$ 5.6320/0. 

9 Commo/! E.t;uiry Cost 
10 Q. What I, PGE's UlOUllt an d cost tor co",,"o. oqlll� 
11 A. The amoUtlI of .. "enge =00 e"WI)' for -the 1991 tesl y= l.s b'ISCd OIl 2 IUget of 46% 
12 of total capil:l.l.izal:lOll. The Itlatkct-required rerum on .ammOn equity Is dis<:us.sed In thl; 

13 lCStimouy of Mr. 4'm= 
14 Q. Please explain -..h,. PGE h2$ adopted a 46 penent C:Ommon equity u�et. 

15 A 'The average co=� c�it)' level for "A--rated electric utili tie, i< currently 43 to 44% of 

16 total capializ.ation. However, there Is :! wide spread "boUI this avenge which recof,n.i= 
17 UZlique com�y che.racteristic:s or drnunsWlCCi. PGE's earnJngs are �ubjeC! to higher 

18 voLi.t!lity than !be average A-rated utility. � " resul� we bave dr.cided that PGE should 
19 . be OD the higher �d of the avenge equity capitallzatiou in ordel lo maiDwn a sound 

20 A-r.ui1lj;. /'wJ A-rating is imponant because It gives us access to debt upitRl :11 a lower 
21.  cost. 

22 Q. Why ani PGE's ttrnin� subject to hl&lter �lallllty? 
23 A. POE'. cammp lIJ"e more volatile due to itS oper",ting characteristic::.. Utlder no=! 
2� . CT==, we have very low varia.ble poW<! cosu for a !:!rge portion o[ o�r energy 
25 beews<: of the l�e hydro b�e and 1000<' eos� o[ nuolear fuel The.e betlc!its 01 Donn&1 

1991 POE GENERAL Fn..INO - DIRECT 'reS11MOt-."Y 
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Q. 
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J.livulatioro SurPknHIDt 1 
AIWbmcal I 
1·-:<. ) (I( ? 

POE T:.xhibit 3D 
-Will\ess: WARREN WINTER I P"gc 51 

open-dons 2.r'e p�d \0 CUSlOmers. Without .. power COSt adjusttncnt mechanism. 

dis:ruptioas to these low =1 wpplles O.ll = US 10 incur 3. higher COSt for generating or 

bIlyil>g replaeetncnl power frQlJl coal �d gas fued pl=.� We pay lor tb= bigher COStS 

by reducin;; rt:Wnec1 � runhermorc, a.ssumiDg critical w&ter c:ooditioO$ in 1991, 

� do uot pi-ojc� an = of PGE r�ourccs OVe! PGE load for the lcsl year. in tile 
absence of a power co<t adju.s1:meIlt mern8Cism !U potential of critical wate! increases 

PGE', fi=cial ris� 

Whal steps Is the DlmpUIY taIdn, to rueh tbe <6f. equity 1 •• el1 

POE'$ C:C=01l equity &I DeceJDwr 31, 1989, Ute! the $89 million reduction fur tile 

cnablishmellt of il reserve (lufely Cor COllt<$ted issues =tly before the court), was 

�Q%, In order to restore POE'i carulngs iX''''er and i::lprove its debt coYetage ratio!;', 

PortJa:r.d Gencnl CoTJXINlion hu rcduce.d its 2lllIIlal (o=on d!videJld !rom SL9G per 

Share to S1.2O. In a.ddltion. PGE f1JEj uot Fay " dividend 10 FGC befort. the fourth qUAner 

of 1990. r,,= lWO aaiom will a.ceolerate the resloration of retai.t>ed earniDgs at POE aDd, 

thll>, ro=on equit)'. By th! Colld oC 1991. ill conjunction with the revenue iIlcrease 

fG'l"ested Uld dividend .:m=gement \0 PGC, POE ...w Achievc a COlnmOIl equit)' 
peruntage of bet,wan � ud 46%. 

Rss PGE bee:! "';laled ba$ed on " target COmmOn t<julry eap lla1iutlon �lruelllre ill the 
past? 

20 . A.  � effU'� YC$. o lD  past c:a.ses, our acrual stnlc:rure W1$ Dot sufiidently tillier'DI from the 
desired tariet .lhl<t it was an issue. In ef!eeo, ..... e were reguJ.led based on .. larget capital 
mucrure. Our goa.! is to close the gap between actual Uld de>ire4 commoo equity 

eapita.Il%:1tion AS r.opidly lIS is practical. In this cue. we are fiUng wilh. " °Dorn:ut.li=do 

21 

22 

23 

24 • CoYenge nnos are imponant indicators U>ed by aedil analyns and fatiog age.nci� 10 
2.S &SSet.l our fim:ncial �th and ability 10 m6tt debt interest a.nd· preferred dividend obhgzaons. 

1991 POE GENERAL mlNG • Dnu:cT nsnMOtIY . 
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S(l["U�f.M �'M'ltfl.ar{ I 
Atl.ae-"n,cttI I 
p" C. " "f 51 

PG E E>:hloi! 3 D 
Witness: WARl).EN WINTER I P�Ct 52 

1 c:apiw 'l!Ucrur�. We bave and Me taking SOIDe .tront Sleps 10 rt!SlOre the financial henllh 

'- of th<: CompOD)'. 

:; ComJ>O!fU c¢ of Cap/Jal 
4 Q. Please uplain ExhIbit 3D-U sh"",�g the eomposhe cost of c.spltal. 

5 A. Exhrblt 30.11, Composite Cast of Capiw. ',bows the c.lcularioo of cost of capital for 
6 PGE <luri.tlg !be. !c:st period. The ive:age amoWl\ and COS" or looe-te1lIl deb! and 

7 prefetred £toel; wac ta.l:cn frolll ExhI"bil.S 3D-9 :.nd 3D-10, respe.ctively. The averaee 

8 common Sloe\: cqui!)' �c:t. &L\umes the targeted 46% of IOlal capitalizo.tiIJ" =get and 

9 a lIlAIi:et-requiIe.d retutll on co=on ,qui\), of l3.s?" .. T� resulting COSt of capital for 
10 the tM period Is 11.C199% .. 

1991 POE GENERAL FUlNG - DIRECT TES1lMOI'-'Y 
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$t�lMioo �fIt t 
A�l l 9 5 - 3 2 2 
Par.: 5 nC '" 

pGL E x h i p i l:. } 
2. - 2 D  
3 - 3 B  
4 - 4 E  
5 - 5 C  
6 - 6 B 
7 - 7 B 
8 - B E 

BEFORE TnE PUBLIC U T I LITY COMMI S S I ONER 

OF THE STATE. OF OREGON 

PORTLAND GENERAL ELECTRI C  COHP.ANY 

.Te st itlony and txh ibi t S  o f  

Charles L. Heinri ch 
Warr en B .  winter 

Cha r l e s  E. All c o c k  

Lar ry A .  Sode r qu i s t  

N .  Richar d K i ng 

J aroes � .  wood c o c k  

Rob e r t  F .  Hccull oU9h 

Jame s  B .  Baggensto s 
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Etir"lMkon �f'k"'_l l 
Au....:1 .. nc:Gl 1 
''"'1."1;:. 1 .. 1 9  

P G F.  E x h i b i l  6 
W i tn e s s : J .  N .  W O o d c o c k  

f ou r th g u a . t e .  o f  19 8 3  and p. e f e r r e d  s t o c K  i n  the f i r s t  o .  

s e cond quar ter o f  1 9 8 4 . T h e  t im ing a n a  aruo u n t  o f  t h e s e  

e q u i ty i s s ues � i l l  depend on con&truct �on exp e n d i t u r ez , 

f i n a n c i al ma r k e ts ,  and ,  in the case of cororaon s t OCK , the 
r a tio o f  mar k e t  v a l u e  t o  book value . 
What o t h e r  finan c in g opt ions a r e  under con s i d e r a t ion? 

In 1 9 8 1 ,  the Company f inanced i t s  sha r e  of tbe 
.
c o l s t r ip 

p r o j ect ' s  p ol lut i on control equipment by is s u i ng 
S S O  mi l l i o n ·  o f  3 - year pollution coptr ol bond s . Th e s e  bonds 

mu s t  be r e f inanced o n  a long-term bas is . We w i l l  cons i d e r  

this r e f inancing i f  mar k e t  condi tions p ermit . 

Does the timing and amount o f  rate r e l i ef . r e ceived in 1 9 8 3  

a f f e c t  th e Company ' s  f inancial picture? 

Y e s . I n t e r im r at e  r e l i e f  1II ould have a positive e f f e c t  on 

P GE ' s  financial p i c tur e ,  including i n c r eased cash f l ow and 

earning s .  Incr e ased eunings could r esult· i n  a highe r .  

mar k e t pr ice for the Company ' s  common stoc k .  I f  this wer e 

t o  happen , the planned com�on stock s a l e  �ould improve the 

common equi�y ratio with th e i s s u a n c e  of less shar e s .  

D e lay in r a te r e l i ef may r equire a d d i t i onal er.te r na 1  

f i nancing . �he s e f un d S  most l i ktly w o u l d  be obtain e d  f � om 

o u r  ehort- t e r m  cr edit agr ee�ents Under which we p r e s ently 

have a tota l  o f  ,$ 1 6 0  .mi l l i o n  ava i l ab l e . 

wou l �  y o u  p l e a s e  d i s c u s s  t h e  Tro j an f u e l  f i n a n c ing and bank 
c � e d i t  . g r eement s .  

The Tr O j an fuel a g r e e� e n t  was a r r anged pr imar ily beca u s e  
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��tion. S,,{lrk:orc.n( , 
"«-,,M'.:nt I 
J"'l:.c. I nC '"  

- .9 5  - 3:2 2 _ . 
PGE L x h i b i t H 

W i t n e � 5 :  J .  H .  B B g g e n s t n � 

Exh i b i t  B a ,  Cost of Long-Te rm D e b t  c ap i t al , s hows t h e  

amo u n t  and e f f�ct j ve co st of the compa ny ' s  lo ng- t e rm d ebt 

cap i t. e l  f o r  the  test pe r i o d . This e Xh i b i t  includes t h e  

Company ' s  Bank Cred i t  Ag reement ( commercial pape r ) ;  Trojan 
t r us� notes , a n d  t h e  bond i s s u e s  p r o j e c t ed i n  t h e Company ' s  

t e st period f inancing plan . The a¥e r a g e  amount s 

o u t st anding have been calculated u s i n g a 1 2 -month av e r a g e  

o f  t h e  aver a g e  amo un t s  out s t and i ng e ach mont h .  : T h e  cost of 

each i s s u e  is d e t e rmin e d  by mult iplying the amourit 

out standing each peri od by the effe c t i v-e interest r a t e  f o r  

e a c h  bond issue . The total test period · composite cost of · 
lonq-term 6ebt for PG.E i s  �hown i n  Exhibit B e  t o  be 

1 0 . 6 6 2  percent . 

Q .  �<h a t · i s  sho .... n o n  Exhibit B e ?  

A .  tx hibi t B e  sho .... s t h e  c o s t  o f  t he Company ' s  pr�.ferred stock 

by i ssue . Like long-t erm d ebt , t he amounts out s t an d i ng o r e  

based on a l2-moilth ave r age o f  t h e  aver a g e  amo u n t s  

out s t an� i n g  e ach mo n t h ,  a n d  t h e  cost is dete rmined by 

m U l t iplying. t h e  e f fect ive r a t e  f o r  e a c h  i s sue t im e s  t h e  

�mount out s t an d i n g  during t h e  pe r i o d .  T h e  co�po s i t e c o s t  

o f  p r e f e r r e d  s t o c k  t o  PGE d u r i ng t h e  t e st pe r i od is 
1 2 . 6 8 9  pe r ce n t . 

Q .  Cou l d  you p l e ase summa r i ze t h e  Company ' s  p roposed 

. 
24 f i na n c i ng &  dUr i ng t h e  t e s t  pe r i od? 

:ZS A .  Y e s . The; f i n anci n g s  ( i n c l u d e d  in my I:xhi b H s  BB , B e ,  and 

26 

P .. .... 

av e r a g e  e qu i t y  i n  Ex h i b i t  SD ) f o r  t h e  t e s t pe r i od a r e :  

4 - BJ-_GGr;NS'l'OS APPENDIX C 
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��Ull k�T'll l 
A\W:hn""o( l 
I'",� CJ of V . 

-9--5 - 3 2 2; - -

PGE I' x h i lJ i t  8 
W i tne s s ;  J .  H _  B a g g e n s t o s  

I n ter e s t  
T o t a l  D o l l a r s  Rate o r  

Ra i s e d  P e r  S h a r e 
Month o f  I s s u e  Type o f  S ecur ity ( Mi l l ion s )  P r i c e -

Sep t ember 1 9 8 3  Common s tock $ S O  $ 1 6 . 5 0 
H a r c h  1 9 8 4  Pre f e r r e d Stock 7 0  1 3 .  O O �  

var ious Colstr ip p o llutio\l 1 9  B .  7 S �  
Contr o l  Bonds 

* Mar k e t  pr ice bef o r e  i s suance expens e .  

In addition , we plan to r a i s e  $ 2 5  mill ion f r om common 

stock sales through our Common stock Inves tment P l a n  a n d  

Employee S toc k pur chase plan. 
The Co�pany also intends to i s sue S 8 0  mil l ion o f  

polluti on control bonds i n  Apr il 1 9 8 4  a t  1 0 . 2 5 pe r c ent f o r  

the p u rpo s e  o f  refunding th e 8 • .  7 5  pe r c ent i s s u e  that i s  

clu e June 1 ,  19 8 4 .  No drawdown fr om t h i s  f un d · i s  exp e c t. e d  

�ur ing the test per iod . 

P l e a s e  e xplain Exhibit BD . 
Exh i b i t  Bll calculates the cOlUp o s i·te cost o f  cap i ta l  f o r  

P G E  cur ing t h e  t e s t p er iod . Th e a v e r a g e  amo unt a n d  costs 

o f  long-te rm debl and prefer r ed stock ·w e r e  taken f r om 

Exhib i t s  8B and B C ,  r e spect ively . The a v e r a g e  cb=o n 

eg�ity h a s  bee n c a lcula t ed based upon a l 2 -month a v e r a g e  

of the a verage common equ ity o u t stand ing . e a ch llIont h .  Th i s  

amo unt include s p r o j ected common stock is s u e s  during t h e  

t e s t  parioe and t h e  i n c r e a s e  i n  ave r a g e  cor.unon equity 
r e sul t ing f r om ant i c i p a t e d  r e t a i n e d  e a rning s .  T h e  r e t u r n  

on ccr.\I;lon e <;"u i t y  is d i s,;cu s s ed i n  the l c s t irnony o f  
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Quest ion :  
What type 0 1  heati ng  system i s  

th e most p o p u la r  choice a t  
N awf 0 und landers? 

Answer: El ectric Heat .  

EJectfi< hellt i, pupul . .  for mony re�S("\l· 

Wl1en 21 1  C0511 He conside red, for the  

Ivcn ge home, eleclric heH U lC50S 
c,i-peos.ivc \hl0 oit or prupane. 

Elwr,c heH il relithlc. 1£ onc he'�ler fuill , 
}'ou \fOn'l ue len OUI i l l  Ihe cold. hml 
'.hert ue no Bnnu,1 service cosu or 
IntiMen2ncc kCl ,  

Elemic htH 'l1 comfombie, Tod�y's 
utller qU2\lty l�efmolt;;.11 ,.,11 �in\�ill r, 

conSiliO! tcm}>culurc. without noisy 
burnen or blower motors. 

�]cctri� he�1 uvel YUIl V'�I\I3blt 'P'cc 
becluse it doc! not require t i\:rn2ce, duct 
wur�, fuel \lok, chhnncy or ve.)�. 

ElcClri<: he,' is convtnient, Y().J h� ve 
control o�er indivltlUlI room t'.mperlrures 
10 you're 1101 helting \loused RfeiS of the 
home, 

�)( 1foo!I" '"  � I ,  :; 

Electric heot is SlI fe. Th c r e  , n:  no 

hllnes. or C1Jmbu srible fu els jl1!',do 

home 2nd n o  worry aver oil 10k! 
�jsoCh� c\C ln,"p COS;!, 

C�lI lhc Power Slnirt numhel  t \l\i  
ull< to our tIlergy e�pero. We'l l ! 

� 

the f"Ct1, witholtt 
the fine prinl.  poW\ 

SMA 
.ElectriC llllM .. , the smad chQlc�, 

.. jp�JfVfr. (13 
1 800 567 � 

. t l > l � 1 . 

� i  [ 

«>: 
C11 

• 
CI:l: , � 
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DON 'T BE ' uFUElEOIl 
BY THE Oil COMPANIES 

- ..... _, "' - " - ' '''' - ''''' , . 4., ...., 

Converting  to oil  wi l l  ,COST you money! 

$A'4'� 1- 1Q?C"c� 
9-«-« .wt 

$1. /63..55 

$1,(;20.00 
Jsr.()O 

$713..52 

il.261.5& 

CONVERTING TO OlL HEAT WilL 
COST YOU i997.97 MORE Pet YEAR 

For the TRUE cost of oil Qr pro{lan! heating, call the energy 
experts for a free personalized home treating analysis� 

STAY ELECTRIC ,AND SAVE! 
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BEFORE THE PUBLIC UTILITY COMMI S S ION 

OF OREGON 

the Ma t t e r  o f  the Revi s e d  
S chedules for Electric 

erv i c e  in Oregon F i l ed by 
ORTLAND GENERAL ELECTRIC 

(Advice No . 9 3 - 2 6 )  

UE 8 8  

) 
) STIPULATION 
) 
) 
) 

RECITALS 

9 5 - 3 2 2 

1 .  On November 8 ,  1 9 9 3 , Portl and General Electric 

( PGE ) f iled for a general rate change in Advice No . 

Docket UE 8 8  is the proceeding for resolut ion of the 

i n  advice No . 9 3 - 2 6 . 

2 .  On May 3 ,  1 9 9 4 ,  the Hearings Officers granted the 

o f  the Public Commi s s ion of Oregon ( Staf f )  Motion to 

te on , and establish a s chedule for, the Troj an- related 

and cost of capi�al . For purposes of this Stipulation, 

>'n" " e  I refers t o  proceedings related t o  i s sues other than Troj an 

c o s t  of capital ; Phase I I  r e fers to the proceedings related 

to Troj an and cost of capit a l . This Stipulation covers S ta f f  

Is sue S - 13' , variable power c o s t s  and the remaining variable power 

c o s t  portions of Issues S - 12 ,  l oad foreca s t , and S - 3 1 ,  energy 

e f f i c i ency f rom Phase I and S taf f ' s  proposed Troj an cost 

ac count from Phase I I . 

3 .  On July 1 ,  1 9 9 4 , PGE and S ta f f  entered into a 

S t ipu l a tion regarding agreement on most o f  the Phase I issues in 

proceeding . S taff and PGE did not include the treatment o f  

Page 1 - STIPULATION 
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variable power costs and left open the variable power cost 

ef fects ass ociated with. adj us tments to PGE ' s l oad forecast and 

energy e f f i ciency forecast included in the July 1 ,  1 9 9 4  

S t ipulation . 

4 .  On July 14 , 1 9 9 4 ,  PGE and S t a f f  entered into 

S t ipulation Supplement 1 regarding additional Phase I matters . 

S t ipulation Suppl ement 1 did not cover variable power costs . 

TERMS OF STIPULATION 

WHEREFORE , PGE and S taf.f hereby agree to the following 

with respect to PGE ' s  variable power costs and S taff ' s  Troj an 

Cost Balancing Account proposal : 

1 .  I s sue S - 13 Variable Power Costs - The parties 

agree to include in UE 8 8  base rates variable cost savings 

expected f rom the .commercial operation of the Coyote Springs 

generating plant using a forecast in- service date of December 1 5 ,  

1 9 9 5 . 

The December 15th date i s  the mid-point of the expected 

range of most l ikely in- servi ce dates for Coyote Springs : 

November 8 ,  1 9 9 5  t hrough January 2 1 ,  1 9 9 6 .  November 8 t h  

represents the in- service date for which t h e  construction 

contractor will receive the maximum potent ial performance 

incentive . January 2 1st represents the i n - service date beyond 

which the construction contractor will begin t o  incur penal t ies 

for late performance . Attachment 1 to this S tipulation contains 

pages from the agreement between PGE and the construction 

contractor for Coyote Springs that support these dates . 

Page 2 - STIPULATION 
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2 .  The parties agree that , at least 9 0  days prior to 

expected in- service date for Coyote Springs , PGE will f i l e  to 

the proj ected capital and f ixed cos t s  associated with the 

into the UE 88 base rat e s . Neither PGE nor any party to 

this s t ipulation will propose a change to the variable power cost 

forecast al ready reflected in base rates , whether related to 

coyote Springs or any other i s sue , with the exception described 

in paragraph 3 below . PGE agrees to as sume the variable power 

cost risk a s sociated with a Coyote i n - s ervice date later than 

December 1 5 . 

PGE agrees to provide attestation by a corporate 

of ficer of Coyote's having met the following minimum requirements 

prior t o  the effect ive date of any Coyote t racker rate increase : 

( a )  Completion of any operational t e s t ing 

required by the construction contract ; 

( b )  Release o f  the plant operation to the sys t em 

dispatcher for full commercial operation ; and 

( c )  Continuous operation a t  greater than 9 0  

percent o f  full power f or 2 4  hours . 

The parties further agree that the above treatment for 

Coyote Springs in variable power costs el imina t e s  any need f or 

intere s t  on the " over- collect ion "  in 1 9 9 5  o f  19 9 6  variab l e ' power 

costs that result s  from the two - year test period a s sociated with 

decoupling . 

3 .  PGE may file �ropos ed revis e d  rate s  t o  address a 

change in B PA ' s transmi s sion and power rat e s  at the t ime such 
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9 5 - 3 2 2 

change occurs through the tracking procedure des cribed below. 

This procedure is ident ical to that used to quantify the effects 

of BPA rate changes on PGE in the variable power cost forecas t 

included in UE 8 8 .  PGE will run its Proscreen model , using the 

same version and inputs which give the ident ical result of the 

variable power costs adopted by paragraph 4 of this s t ipulation , 

except that PGE will adj ust Proscreen for : 

( a )  Wheeling rates for demand ( $ /kwmo ) and energy 

( mills /kwh) for all resources covered under the General 

Transmis s ion Agreement between BPA and PGE dated 

December 5 ,  1 9 8 9 , by the percent change in BPA' s demand 

and energy IR wheeling rates ; and 

( b )  The New Resources demand charge for the BPA 

capacity purchase by the percent change in BPA' s NR 

demand charge'. 

S ince PGE ' s  non - f irm purchases and sales are estimated 

by the Network Economy Interchange (NE I )  s econdary model in 

Proscreen , , which is
, 

independent of BPA ' s Non - Fi rm  energy rate , no 

direct adj u s tment will be made for that rat e . However , the NEI 

may model a dif ferent ' l evel of secondary purchases and sales as a 

result of the' changes in the BPA rates under ( a )  and ( b ) , above . 

This adjustment i s  expected to occur at the time of the 

Coyote tracker described in paragraph 2 above . The basis of the 

adjustment will be BPA' s approved price changes , included in 

Proscreen as of their effective date . PGE will f i l e  proposed 
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9 5 - 3 2 2 

revised tarif f s  reflecting a BPA adj ustment at least 3 0  days 

prior to the e f f ective date o f  a Coyote tracker rate change . In 

the event that BPA's new rates are not approved such that PGE can 

at least 3 0  days prior to a Coyote t racke r ,  the adj ustment 

will occur at the next opportunity PGE has to modify i ts rates 

( � ,  at the t ime of a SAVE tari f f  adj us tment or a decoupling 

adj ustment , i f  implemented, or some other such t ime) . 

S ta f f  agrees that i t  will support rate changes to 

ref l e c t  BPA increases if such cost increases are material in 

amount .  

4 .  Tracking rate changes proposed under Sections 2 

and 3 o f  this S tipulation will be subj ect to a review of PGE's 

earnings . Accordingly , PGE shall f i l e  information to allow an 

earnings review ( which may cons i s t  of the most recently filed 

semi - annual adj usted earnings report to the Commi s s ion) with any 

proposed rat e  changes .  

5 .  As a result o f  the s tipulations in paragraphs 1 

and 3 ,  the . parties agree that the following amount s are a 

reasonable forecast of variable power cost s  for the t e s t  period 

and include the effects of " issues S - 12 and S - 3 1  discu s s ed below : 

1 9 9 5 :  

1 9 9 6 :  

Page 5 - STIPULATION 
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9 5 ·- 3 2 2 

6 .  I s sue S - 12 Load Forecast - Given the forecast of 

e power costs for the t e s t  period agreed to in paragraph 5 

, the parties agree that the following represents the 

power cost increase a s s ociated with the July 1 ,  1 9 9 4  

stipulat ion regarding PGE ' s  l oad forecas t :  

19 9 5 : $2 , 5 5 4 , 0 0 0  

19 9 6 :  $ 1 , 19 8 , 0 0 0  

7 .  Issue S - 3 1  Energy E f f i ciency - Given the forecas t 

of variable power costs for the test period agreed to in 

paragraph 5 above , the part ies agree that the following 

represents the variable power cost decrease associated with the 

July 1 ,  1 9 9 4  s t ipulation regarding energy e f f iciency : 

19 9 5 : $ ( 2 , 6 5 6 , 0 0 0 )  

19 9 6 :  $ ( 8 , 0 7 9 , 0 0 0 )  

8 .  Trol an Cost Balancina Account - The parties agree 

that it is appropriate to vary the amortization of the Troj an 

inves tment t o  take into account the actual revenue collected from 

cust omers as a result of the Commi s s ion ' s decis ion in UE 8 8 .  The 

par t i e s  therefore agree to a method to modify PGE ' s  actual Trojan 

amorti zation expense rather than creating a balancing account . 

Incremental o r  decremental amortizat ion expense amounts generated 

as a result of this s tipulation , as described below ,  will be 

accumulated in a Trojan Inves tment Recovery Account (TIRA) . The 

TIRA is des i gned to provide a procedure t o  precisely accumulate 

actual revenue received by PGE as recovery o f  the Troj an 
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9 5 - 3 2 2 

8tment based on amounts authorized by the Commiss ion . As a 

l t ,  interest wi l l  not be added t o  the TlRA . 

The TlRA wil l  operate based on the f o l l owing : 

a )  Amounts wil l  be accumulated in the TlRA based on 

the di f ference between PGE ' s  actual base calendar 

revenue f rom Sales to Ultima t e  Customers plus 

miscell aneous operating revenues (bas e revenue) 

and PGE ' s  authori zed calendar revenue for recovery 

of Troj an ' s  investment related revenue 

requirement . POE ' s  authori?ed Trojan inves tment 

related revenue requirement is defined in d )  

below . 

b )  The TlRA wil l  be established as a subaccount to 

PGE ' s  Trojan Accumulated Amortization Account . 

The Trojan Accumulated Amort ization Account wi l l  

show the Trojan inve s tment costs recovered f rom 

cus tomers based on the Commis s ion authorized rate 

of recove ry .  The TlRA wi l l  show the incremental 

or decremental Troj an investment costs recovered 

as a result of differences between actual and 

1 9 9 5 - 9 6  tes t period forecast calendar revenue . 

The off sett ing entry to the TlRA accumulated 

amortization subaccount is amorU zation expense .  

c )  Actual Troj an inve stment related caiendar revenue 
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wil l be determined based on a predetermined Troj an 

Recovery Percentage ( TRP ) ( s e e  s e c tion d )  

mult ipl ied b y  PGE ' s total bas e revenue . For 

purposes of the TIRA, base revenue is PGE ' s  

cal endar revenue excluding any o ther adj ustments 

( i . e . , calendar revenue f rom s eparate tariffs such 

as those for SAVE , deferred power cost recoveries , 

energy effi ciency true -up ,  ballot measure 5 

refunds , and the Residential Exchange Program are 

to be excluded f rom both a ctual revenue and test 

period forecast revenue f o r  purpose o f  the TIRA) . 

d )  The TRP ari s ing from Docket No . UE 8 8  will be 

calculated s eparately for 2 9 9 5  and 29 9 6  based on 

the Commis s i on ' s f inal authori ze d  Trojan 

investment recovery in each year and the following 

formula :  

TRP = Authorized Trojan Inve stment Revenue Requi rement 
Total PGE Authorized Revenue Requirementl 

The components of Troj an Investment recovery will 

be limited t o  t hose associated with a return on 

and of the Troj an investment including related 

current and deferred tax e f f ec t s . Elements not t o  

b e  included in the TRP include the revenue 

The authorized revenue requirement includes mis cellaneous 
operating revenue . 

Page 8 - STIPULATION 
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requirement effects of Troj an related normal 

operating costs such as trans i t ion O &M ,  property 

insurance and taxes , and decommi s s i oning expense . 

e )  For periods subsequent to the end o f  1 9 9 6 ,  unt il 

PGE implements a general rate change a f ter 

December 3 1 ,  1 9 9 6 based on an order of the 

Commission ,  PGE will base adj u s tments to the TIRA 

on the foll owing dif ferences : 

1 )  actual Troj an investment related calendar 

revenue based on app l i cat ion of the 1 9 9 6  TRP 

as described in a) through c )  above ; and , 

2 )  the 1 9 9 6  authorized Troj an investment revenue 

requirement used to calculate the 1 9 9 6  TRP . 

f )  When PGE ' s Trojan related rate base ,  including the 

TIRA and ' any future Trojan cap it a l  addit i ons , 

proceeds from salvage act ivi t i es , property 

t ransfers , and/or tax , bas i s  adj us tments Cal l  as 

approved by the Commission ) , nets to zero , the 

full Commission authorized investment will have 

been re
'
covered . Any residual balanc e ,  whether 

debit or credit , will be disposed of only at the 

direct ion of the Commission . 

g )  I f  decQupling i s  adopted and imp l emented as a 

resul t of this proceeding , the parties agree that 

the actual Trojan investment related revenue based 
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on the TRP will not be subj ect to any decoupling 

related adjustment . The decoupl ing mechanism 

authorized by the Commission , i f  any , will be 

modif ied to el iminate the pos s ibil ity of 

dupl icat ion with the TIRA. 

h )  PGE agrees to report the balance i n  the TIRA 

within , and as of the end of the period covered 

by , each semi- annual adj usted results of 

operations report f iled with the Commission . 

i )  S taff agrees that the TIRA as des cribed herein is 

a reasonable substitute for the Troj an Cost 

Balancing Account (TCBA) recommended in t est imony 

and briefed in Docket No . UE 8 8 . Then i f  the 

commiss ion adopts this Stipulati on and the TIRA, 
" 

Staff would withdraw its recommendation for a 

TCBA . 

9 .  S taff and PGE agree that this s t ipulation is 

reasonabl e  under the s tandards and perspectives usually appl ied 

i n  a general rate proceeding . 

1 0 .  I f  the 'Commi s sion rej ects any part of this 

S t ipulation , the s tipulating parties may withdraw from the whole 

S t ipulation unless the part ies agree to the mod i f icat ion . To the 

extent any party proposes changes that are incons i s t ent with the 

terms of one or more issues in this Stipulation , such changes 

shall not disturb any other i s sues addres s ed i n  this Stipulat ion . 
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To the extent the Stipulation is partially mod i f ied or withdrawn , 

neither t he S t ipulation nor any information obtained in 

s e t t l ement discuss ions may be u s ed as evidence against any party . 

1 1 . This Stipulation shall be entered in the record in 

Phase II of this proceeding as evidence pursuant to OAR 

8 6 0 - 14 - 0 8 5 ( 1 ) . I f  any issue covered by this S t ipulation is 

chal l enged by someone not a party to this S t ipulat ion ,  then the 

parties agree to support and argue in good faith for the 

Commi s s ion ' s  approval of a l l  of the provis ions of this 

S t ipulation . 

1 2 . Staff and PGE have executed this S t ipulation t o  

resolve ident i f i ed is sues i n  t h i s  proceeding . Neither Staff nor 

PGE shall be deemed to have ac cepted or cons ented to the 

principles , methods or theories empl oyed in arriving at this 

S tipu l at i o n . 
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It... 
EXECUTED this ;? 7  day of February , 1 9 9 5 . 

Page l 2  - STIPULATION 

kctA�� 
Paul A .  Graham 
Attorney for the Staff of the 
Oregon Public Ut il ity Commiss ion 

Attorney for 
Portland General Electric Company 
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Amendment No . 3 
To 

Turnkey Engi neeri ng,  Procurement and Constructi on Agreement 

Thi s  Amendment No . 3 to that cert a i n  Turnkey Eng ineer i ng ,  Procurement 

and Constructi o n  Agreement dated as of August 1 3 ,  1 993 by and between Portland 

Genera 1 El ectri c Company ( ' Owner " )  and Ebasco 

(the " EPC Contract" )  i s  made and entered i nto 

RECITALS 

Constructors Inc . ("Contractor" )  
-

as of ..I .:.  "-'<-7 / 9, / 9  'i'.r . 

A .  Raytheon Constructors , I nc . ,  a Del aware corporati on with nffices 

at 3000 W. MacArthur Boul evard , Santa Ana ,  Cal i forni a 97204 has been assi gned , 
and h as ass umed al l rights and obl i gat i ons of Ebasco Constructors I n c .  as 

Contractor under the EPC Contract; 

B .  Noti ce to Proceed With Constructi on was not i ss ued o n . or pri or to 

March 1 ,  1994 as provi ded i n  Secti on 4 of the EPC Contract but i nstead was 

i ssued Septe�ber 1 9 ,  1994;  

C .  A Stop Work Order was i ssued to the Contractor by the Owner on 

November 1 8 ,  1 9 9 4  and was subsequently l i fted on November 23 , 1 994; 

, D. Contractor has advised Owner that the del ays i n  . i s suance of the 

Not i ce to Proceed W i th Construct i on and the del ays resul t i ng from i si;uance of 

the Stop Work Order referred to i n  Recital C ,  above, wi l l  ' affect the 

Substantial Compl eti on Deadl i ne" and the parties have, therefore, as compl ete, 

fi nal and 
'
b i ndi n g  resol uti on , compromi se ,  waiver and rel ease of all cl aims of 

Contractor whi ch have arisen or may hereafter ari s e  as a result of. or rel ated 

to such del ays , negoti ated an adjustment to the SUbstanti al Completion 

Deadl lne,  as set forth i n  Sect i on 2, bel ow; .and 

- 1 - F:\ES19�4\WPOATA\10810\10810AMD.N04 
1/13/95 - lO:19.m 
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Per Day 
Bonus 

9 5 - 3 2 2  

( i ) 

( i  i ) 

( i  i i ) 

In  n o  event wi l l  the Early Comp l e t i o n  Bonus be cal cul ated for a 

peri od of time greater than seventy-s i x  (76)  days . 

The fol l owing d i agram i s  des i gned t o  represent v i sual l y  the 
foreg o i ng descri pti o n  of the .cal cul at i on . of Del ay Li qui d ated 

Damages and Early Ccimpl eti on Bonus . 

Per Day 
Bonus 

, . 

Per Oai 
Bonus 

Substanti al Comp l e t i o n  
Date 

2/23/96 3 /24/96 
00:01 0 0 : 01 

9/22/96 . 

00 : 0 1  

D IAGRAM 3 

00 : 0 1  00 : 01 
1 1/8/95 1 1/23/95 

0 0 : 01 
1 2/24/95 Per

· Day Per Day· li q Damage liq Damage 

00 : 0 1  
1 /23/96 

E-6 

Per Day Per .Day liq Damage 

J�\S\RACO\CS063£PC. E04 
11 6/95 • 9 : 4J.m 
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BEFORE THE PUBLIC UTILITY COMMISSION 

the Matter of the Revised 
S chedules for Electric 

Service in Oregon Filed by 
PORTLAND GENERAL ELECTRIC 

. COMPANY - Advice No. 93-26 

OF OREGON 

UE 88 

) 
) 

) 
) 
) 

STIPULATION 

RECITALS 

9 5 - 3 2 2 

1 .  On November 8, 1 993, Portland General Electric Company (pGE) filed for a general 

rate change affecting its price schedules in Advice No. 93-26. Docket UE-88 is the proceeding 

for resolution of the issues in Advice 93-26 . 

. 2. The new price schedules are based on PGE's expected revenue requirement for a two-

year test period covering 1995 and 1 996. On November 8, 1 993, PGE filed testimony, exhibits, 

and work papers in support of its 1 995 and 1 996 revenue requirements. 

3 .  On March 2 1 ,  1994, the Staff of the Public Utility Commission of Oregon 

(Commission) filed a motion to amend the schedule and to bifurcate UE-88. Staff requested 

separate consideration of issues related to PGE's Trojan Nuclear Plant that fell within the scope 

of the Commission's order in the DR- I 0  proceeding, and issues related to the cost of capital. 

4. The Hearings Officers granted the motion to bifurcate on May 3,  1 994 and established 
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a separate schedule for Phase I I  of UE-88, for the Troj an-related issues and cost of capital. Based 

on a March 25, 1 994 Staff Issues List, cost of capital is identified as issue S-O for purposes of 

. UE-88. Equity issuance costs are identified as issue S-3 3 .  This Stipulation concerns cost of 

capital, in Phase II and equity issuance costs in Phase 1. 

5. On September 30, 1 994, Staff filed its testimony, exhibits, and work papers on cost of 

capital, issue s-o. On November 8 and 1 0, 1 994, conferences were noticed and held pursuant to 

OAR 860- 1 4-085(3) for purposes of discussing settlement of cost of capital issues as well as 

equity issuance costs, issue S-33, from Phase I ofUE-88. 

TERMS OF STIPULATION 

PGE and Staff hereby agree as follows: 

6. PGE's revenue requirement will reflect the following capital structure and costs for the 

test years 1 995 and 1 996: 

1. Test Year 1 995 

a. Long-Term Debt 
b. Preferred Stock 
c. Common Equity 

Capital 
Structure 

49. 1 4  
5.42 

· 45.44 
1 00.00 

Rate of Return 

Page 2-Stipulation 

Cost% 

7.71  
8.27 

1 1 .60 

Weighted 
Cost (%) 

3 .79 
0.45 
5 . 27 
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a. Long-Term Debt 
b. Preferred Stock 
c. Common Equity 

Rate of Return 

II. T est Year 1 996 

Capital 
Structure% 

48.86 
4.67 

46.47 
1 00.00 

Cost% 

7.82 
8.27 

1 1 .60 

Weighted 
Cost (%) 

3 .82 
039 
5 .39 

9 5 - 3 2 2 

7 .  This Stipulation for cost of capital issues is entered into notwithstanding any 

determination by the Commission on decoupling, issue S-3 8.  The capital structure and costs for 

each year are stipulated regardless whether decoupling is implemented. 

8. In resolution of issue S-33 from Phase I, PGE will increase its O&M expense and 

applicable income tax expense for the effect of adding $ 1 .  75 million of common equity issuance 

costs for both 1 995 and 1 996. 

9.  Staff and PGE will each submit separate testimony on or before November 30, 1 994 

supporting the provisions of this Stipulation and arguing in good faith for their adoption by the 

Commission. 

1 0. This Stipulation shall be entered in the record in this proceeding as evidence pursuant 

to OAR 860- 1 4-045 and 860-14-085. 

1 1 .  PGE and Staff agree that all of the testimony filed in this docket on issue S-O shall be 

entered into the record of UE-88. Staff and PGE further agree to waive cross-examination of the 

each others' testimony on items included in this Stipulation and issue S-O, and to make their 

respective witnesses available for cross-examination by any other party to UE-88 .  

Page 3-Stipulation 
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1 2. If any issue covered by this Stipulation or related to issue s-o is challenged by 

sonneone not a party to this Stipulation, Staff and PGE agree to support and argue in good faith 

the Commission's approval ofal! of the provisions of this Stipulation. 

1 3 .  Staff and PGE have entered into this Stipulation to resolve issue S-O, related to the 

. cost of capital. They shall not be deemed to have agreed that this Stipulation is appropriate for 

resolving issues in any other proceeding. Further, they shall not be deemed to have accepted or 

consented to the principles, methods, or theories employed in arriving at this Stipulation. 
Ii 

14. If the Commission rejects any portion .of this Stipulation, Staff or PGE may withdraw 

from the Stipulation in its entirety. 

Signed this J st� day of November, 1994. 

F:\E38060\WPDATA\STJPVLAT.COC 
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'7�t:;:!::/2 Us !meu 
Kim Cobrain 
of Attorneys for the Staff of the 
Oregon Public Utility Commission 

Rochelle Lessner 

(. 
----;. - --, � - -'. �. - -.\ 

of Attorneys for Portland General 
Electric Company 
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5-1 
S-2 
S-3 
S-4 
S-5 
S-6 
S-7 
S-8 
S-9 

S-10 
5-11 
5-12 
5-13 
5-14 
S-16 
S-17 
5-18 
S-19 
S-20 
S-21 
5-22 
5-23 
5-24 
5-25 
5-26 
5-27 
5-28 
5-30 
5-31 
5-33 
5-34 
5-35 
5-36 
5-37 

5-15 
5-29 
5-32 
5-45 
5-46 
5-47 
5-48 
5-49 
5-50 
5-51 
5-52 
5-53 

($ x 1 ,000) 

Issue 

Company-calculated added revenues required 

STIPULATED ADJUSTMENTS 

Rate of Return and Capital Structure 
PGC Inflation 
EPRI Deferral 
Advertising � Category "C" 
Retirement Savings Plan 
Legal Escalation 
Health Insurance Escalation 
Overhead Billing 
Service Provider Costs 
me Improvements 
Managers' Deferred Compensation 
Income Tax Adjustments 
Load Forecast 
Variable Power Costs 
Miscellaneous Electric Revenues 
Incentive Pay Adjustment 
Supplemental Executive Retirement 
Managers' Deferred Compensation 
Directors' Deferred Compensation and Pensions 
Medfcal lnsurance 
EPRI Membership Replacement 
Escalation Rate Update 
Non-Labo[ Customer Accounts 
CommunitY Development 
Market Intelligence 
CS2 Project 
Advertising - Category "A" 
Power Smart 
Energy Resource Center 
Energy Efficiency 
Equity Issuance Costs 
Payroll Tax Rate 
Revised Interest from ROR Change (RR included in S-O) 
Non-Fuel Material and Supplies 
Remove Boardman Gain Acceleration 

T ota! Stipulated Adjustments 

UNSTIPULATED ADJUSTMENTS 

Wage and Salary Adjustment 
HVEA Promotions 
PGC Allocation 
Trojan Overtime 
Trojan Plant Reclassification 
T rajan Salvage Recovery 
Decommissioning Trust Accrual Reduction 
Remove Plugging, Sleeving, Analysis and Reactor Pump 
Remove Additional T rajan Fixed Costs to Reach 86.9 Percent 
Remove Trojan Power Cost Deferral 
Update Trojan Plant Income Tax Write-Off 
Trojan Intangible Asset 
One Percent Discretionary Costs Reduction 

Total Unstipulated Adjustments 

Total Adjustments 

Revenue Requirements Change 

9 5 - 3 2 2 

Revenue Requirement 
Effect 

1995 

$46,498 

(61) 
(315) 

o 
(24) 

(1 ,267) 
(1 ,541) 

(323) 
(778) 

1 ,926 
59 

713 
(89) 

(1 ,622) 
(1 3,853) 

(1 ,504) 
(4,280) 
(1 ,852) 
(1 ,835) 

(210) 
(332) 

o 
( 1 , 1 05) 

(106) 
(302) 
(224) 

(93) 
(109) 
(116) 
(217) 

5,001 
o 

(20) 
o 

(75) 
36,313 
1 1 ,759 

(446) 
(1 ,292) 

(202) 
(427) 

o 
(843) 
(664) 

(3,945) 
(5,798) 
3,305 

871 
o 

(1 ,631) 
(1 1 ,072) 

687 

1996 

$1 09,267 

(3,124) 
(662) 

o 
(25) 

(1 ,532) 
(165) 
(723) 
(777) 

3,041 
57 

832 
(467) 

(26) 
(61 ,334) 

(1 ,539) 
(4,413) 
(1 ,780) 
(2,162) 

(200) 
(808) 

o 
(1 ,641) 

(1 1 1  ) 
(31 1 ) 
(235) 

(4,428) 
(384) 
(120) 
(217) 

13,473 
(3,571) 

(401) 
o 

(149) 
31 ,309 

(42,593) 

(834) 
(1 ,555) 

(216) 
(382) 

o 
(818) 
(789) 

(3,808) 
(5,491 ) 
3,337 
1 , 1 1 9  

o 
(1 ,687) 

(11 ,124) 

(53,717) 

APPENDIX F 
PAGE 1 OF 35 



1 
2 
3 
4 

5 
6 
7 
8 
9 

1 0  
1 1  
1 2  
1 3  
1 4  

1 5  
1 6  

1 7  
1 8  
1 9  
20 
21 
22 

23 
24 
25 

.� :!;; 26 
0 "0  27 rn �  28 
N O  29 .... 
O X  30 " " 
\.N 31 \n 

23-Mar-95 
05 : 2 8  PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 

Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 

Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Deferred Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

1 995 
Per 

Company 
Filing 

(1 ) 

$885,257 
8,385 

$893,642 

$320,346 
71 ,532 

147,951 
$539,829 

1 1 5, 1 70 
49,471 
62,438 

$766,908 

;."IX�§!;'liflI3 
$2,651,345 
(1 ,099,656) 

(235,810) 
(54,317) 

$1 ,261,562 

66,801 
(99,463) 

. 291 ,467 
14,81 1 
25,973 
36,634 
33,273 

(1 5,501 ) 

"''''�$,\Il'�ll��i¢ ,l;��'l;;0;;,j."o;d�, ·:flt.;, .. ,.J!odl.".;";ff.� 

7.84% 
7.67% 

Required Results 
Change for at 

1 995 Reasonable Reasonable 
Adjustments Adjusted Return Return 

(2) (3) (4) (5) 

$846 $886,1 03 If!!11i£4!��SJli11§:§f] 
2,410  1 0,795 0 

$3,256 $896,898 $47, 1 85 

($13,547) $306,799 $0 
0 71 ,532 0 

(13,31 1 )  1 34,640 203 
($26,858) $51 2,971 $203 $51 3 , 174 

31 ,712 1 46,882 0 1 46,882 
(892) 48, 579 991 49,570 
(481 ) 61 ,957 18 , 139 80,096 

$3,481 $770,389 $1 9,333 

.&!li'J[f�t�i�ID �l&lll�mgmlgij �4tMIt:ml£mlll�N 
($155,912) $2,495,433 $0 

72,395 (1 ,027,261 ) 0 
134,771 ( 101 ,039) 0 

8,912 (45,405) 0 
$60, 1 66 $1 ,321 ,728 $0 

1 9,916 86,717 0 
(1 8,354) (1 17,817) 0 
(51 ,330) 240, 1 37 0 240, 137 CO 0 1 4,81 1 0 1 4,81 1 

(5,1 64) 20,809 0 20,809 CIt 
92 36,726 880 37,606 I 0 33,273 0 33,273 

1 ,677 (13,824) 0 (13,824 ec 
�ill1jI1���11�:�1 I!lV$J1;�I»I�e4�gl l\:) 

'" -
7.80% 9.51% 
7.83% 1 1 .60% 
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23-Mar-95 
05:28 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper,& Main!. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requirement Effect 

PGC EPRI 
Inflation Deferral 

(8-1) (8-2) 

$0 $0 
0 

$0 $0 

$0 $0 

(299) 0 
($299) $0 

0 0 
(7) 0 

121 (0) 

($185) ($0) 
$185 $0 

$0 $0 
0 0 
0 0 
0 0 

$0 $0 

0 0 

(8) (0) 

($8) ($0) 

($315) $0 

Miscellaneous Corrections to Company Filing 
Category "C" Retirement 
Advertising Savings Plan 

(8-3) (8-4) 

$0 $0 

$0 $0 

$0 $0 

(23) (1,230) 
($23) ($1 ,230) 

0 0 
0 0 
9 486 

($14) ($744) 
$14 $744 

$0 $0 
0 0 
0 0 
0 0 

$0 $0 

0 0 

(1 ) (34) 

($1) ($34) 
($24) ($1 ,267) 

Legal 
Escalation 

(8-5) 

$0 

$0 

$0 

(1 ,497) 
($1 ,497) 

0 
0 

591 

($906) 
$906 

$0, 
0 
0 
0 

$0 

0 

(41 ) 

($41) 

($1,541) 

Health Insurance 
Escalation 

(8-6) 

$0 

$0 

$0 

(314) 
($314) 

0 
0 

124 

($190) 
$190 

$0 
0 
0 
0 

$0 

0 

(9) 

($9) 

($323) 

(0 
c:.n 

I 
� 
l...:> 
W 
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23-Mar-95 
05:28 PM 

Operating Revenues 
Sales to-Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv. Tax Credit 

Net Ulility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requirement Effect 

Overhead 
Billing 
(8-7) 

$0 
687 

$687 

$0 

(73) 
($73) 

0 
0 

300 

$227 
$460 

$0 
0 
0 
0 

$0 

0 
0 

1 0  
0 

$1 0 
($778) 

Miscellaneous Corrections to Company Filing 
Service W I C  Managers Income laX Load Variable 

Provider Costs Improvements Def. Compo Adjustments Forecast Power Costs 
(8-8) (8-9) (8-10) (8-1 1 ) (S-12) (8-13) 

$0 $0 $0 $0 $4,932 $0 

$0 $0 $0 $0 $4,932 $0 

$0 $0 $0 $0 $2,554 ($13,445) 

1 ,870 0 692 0 281 0 
$1 ,870 $0 $692 $0 $2,835 ($13,445) 

85 
0 0 0 0 137 0 

(738) (7) (273) (1 92) 707 5,310 

$1 , 132 ($7) $419 ($1 92) $3,763 ($8,135) 
($1 ,1 32) $7 ($419) $192 $1 ,169 $8,135 

$0 $690 $0 $0 $2,135 $0 
(252) (85) 

1 ,478 0 
0 0 0 0 0 0 

$0 $438 $0 $1,478 $2,050 $0 

0 0 0 0 0 
0 0 0 0 0 0 

0 0 0 
51 (0) 19  (9) 171 (437) CO 

Con 
$51 $438 $19 $1,469 $2,221 ($437) • 

$1 ,926 $59 $713 ($89) ($1 ,622) ($13,853) eo 
� 
� 
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23-Mar-95 
05:28 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
TrOjan Investment 
Materials & Supplies � Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue ReqUirement Effect 

Miscellaneous 
Electric Wage & Salary 

Revenues Adjustment 
(S-14) (S-15) 

$0 $0 
1 ,469 

$1,469 $0 

$0 $0 

0 (383) 
$0 ($383) 

0 0 
0 (42) 

579 169 

$579 ($256) 
$890 $256 

$0 ($61) 
0 0 
0 0 
0 0 

$0 ($61) 

0 0 

26 (12) 

$26 ($73) 

($1 ,504) ($446) 

Supplemental Managers' Directors' 
I ncentive Pay Executive Deferred Deferred Camp. Medical 
Adjustment Retirement Compensation & Pensions Insurance 

(S-16) (S-17) (S-18) (S-19) (S-20) 

$0 $0 $0 $0 $0 

$0 $0 $0 $0 $0 

$0 $0 $0 $0 $0 

(3,745) (1 ,957) (1 ,845) (204) (314) 
($3,745) ($1 ,957) ($1 ,845) ($204) ($314) 

0 0 
(412) 0 0 0 0 

1 ,642 755 721 81 125 

($2,515) ($1 ,202) ($1,124) ($123) ($189) 
$2,515 $1 ,202 $1,124 $123 $189 

$0 $0 $0 $0 ($65) 
0 0 
0 0 

0 0 0 0 0 
$0 $0 $0 $0 ($65) 

0 0 0 
0 0 0 0 0 

0 0 0 CO (114) (55) (51) (6) (9) 

1 ,200 477 0 � 
($114) $1,145 $426 ($6) ($74) • 

($4,280) ($1 ,852) ($1 ,835) ($210) ($332) GI:I 
l'I:> 
'" 
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23-Mar-95 
05:28 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
UtilitY Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requirement Effect 

EPRI 
Membership Escalation 
Replacement Rate Update 

(S-21 ) (S-22) 

$0 $0 

$0 $0 

$0 $0 

0 (1 ,073) 
$0 ($1 ,073) 

0 0 
(0) 424 

($0) ($649) 
$0 $649 

$0 $0 

0 0 
$0 $0 

0 0 
0 0 

0 0 
(0) (30) 

($0) ($30) 

$0 -- ($1 ,105) 

Non-Labor Community Mar1<et CS2 Advertising 
Cust. Accts, Development Intelligence Project Category "A" 

(S-23) (S-24) (S-25) (S-26) (S-27) 

$0 $0 $0 $0 $0 

$0 $0 $0 $0 $0 

$0 $0 $0 $0 $0 

(1 03) (278) (203) 0 (106) 
($1 03) ($278) ($203) $0 ($106) 

0 
0 (15) (15) 0 0 

41 1 1 6  86 1 0  42 

($62) ($177) ($1 32) $10 ($64) 
$62 $177 $132 ($10) $64 

$0 $0 $0 ($687) $0 
0 
0 
0 0 0 0 0 

$0 $0 $0 ($687) $0 

0 0 0 0 0 
0 0 0 0 0 

(3) (8) (6) 0 (3) 

CO 
($3) ($8) ($6) ($687) ($3) C11 

($106) ($302) ($224) ($93) ($1 09) • 
c:c 
l" 
t.:> 
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23-Mar-95 
05:28 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable power Costs 
Fixed Power Costs 
Other Oper.& Malnt. 

Total Operation & Maintenance 
Depreciation & Amortizaflon 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies � Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requirement Effect 

Power HVEA 
Smart Promotions 
(8-28) (8-29) 

$0 $0 

$0 $0 

$0 $0 
0 

(108) (1 ,203) 
($108) ($1 ,203) 

(5) (52) 
45 496 

($68) ($759) 
$68 $759 

$0 $0 

0 0 
$0 $0 

0 0 
0 0 

(3) (35) 

($3) ($35) 

($1 1 6) ($1 ,292) 

Energy Resource Energy PGC Equity Issuance Payroll 
Center (ERC) Efficiency Allocation Costs Tax Rate 

(8-30) (8-31 ) (8-32) (8-33) (8-34) 

$0 ($4,086) $0 $0 $0 
0 254 

$0 ($3,832) $0 $0 $0 

$0 ($2,656) $0 $0 $0 
0 0 

(21 1 )  1 ,165 (196) 0 a 

($21 1 ) ($1.491) ($196) $0 $0 
0 

0 (86) 0 0 (19) 
83 (1 ,186) 77 (0) 8 

($128) ($2,762) ($119) ($0) ($1 1 ) 
$128 ($1 ,070) $1 1 9  $0 $1 1 

$0 $0 $0 $0 ($4) 

0 
0 0 0 0 a 

$0 $0 $0 $0 ($4) 

0 19,916 0 0 0 
0 0 0 0 0 
0 

0 
(6) (126) (5) (0) (1 ) <:0 

en 
($6) $1 9,790 ($5) ($0) ($5) • 

($217) $5,001 ($202) $0 ($20) Co\? 
� 
� 
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23-Mar-95 
05:28 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies � Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requi!�!!I��t i:ffect --

Revised Non�Fuel Remove 
Interest from Materials Boardman 
ROR Change & Supplies Gain Accel. 

(8-35) (8-36) (8-37) 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

0 0 0 
$0 $0 $0 

36,707 
0 0 0 

448 8 (14,315) 

$448 � $22,392 
($448) ($8) ($22,392) 

$0 $0 $0 
0 

7,233 
0 0 0 

$0 $0 $7.233 

0 0 
0 0 (18,354) 

(553) 
20 0 1,019 

0 
0 

$20 ($553) ($10,102) 

$762 ($75) $36.313 

Trojan Trojan Decommissioning 
Trojan Plant Salvage Trust Accrual 

Overtime Reclassification Recovery Reduction 
(8-45) (8-46) (8-47) (8-48) 

$0 $0 $0 $0 . 

$0 $0. $0 $0 

$0 $0 $0 $0 

(365) 0 0 '  0 
($365) $0 $0 $0 

0 0 (353) (1,072) 
(40) 0 0 0 
161 0 192 375 

($244) $0 ($161) ($697) 
$244 $0 $161 $697 

($71) ($155,559) $0 $0 
0 72,732 0 0 
0 1 02,367 0 (664) 
0 8,912 0 0 

($71) $28,452 $0 ($664) 

0 0 0 0 
(23,841) (3,529) 3,908 

(4,61 1 )  
(1 1 ) 0 (7) (32) 

0 0 0 0 (0 
0 0 0 O at  

($82) $0 ($3,536) $3,212 • 
($427) $0 ($843) ($664). CA!l 

l.'I:l 
l\:) 



j:; 'i;  
� � 

Z 
<.D O  -
O X  
" 
",

" 
'" 

1 
2 
3 
4 

5 
6 
7 
8 
9 

1 0  
1 1  
1 2  
1 3  
14  
15  
16  

1 7  
18  
1 9  
20 
21 
22 

23 
24 
25 
26 
27 
28 
29 
30 

31 

32 

23-Mar-95 
05:28 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred lnv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requirement Effect 

Remove Plugging, Remove Additional 
Sleeving, Analysis Trojan Fixed Costs 
& Reactor Pump to Reach 86.9% 

(S-49) (S-50) 

$0 $0 

$0 $0 

$0 $0 

0 (6) 
$0 ($6) 

(1 ,652) (2,003) 
0 (336) 

906 820 

($746) ($1 ,525) 
$746 $1 ,525 

$0 $0 
0 0 
0 0 
0 0 

$0 $0 

0 0 
(16,606) (1 9,878) 

(34) (69) 
0 0 
0 0 

($16,640) !$19,94Zl 

($3,945) ($5,798) 

Remove Trojan Update Trojan 
Power Cost Plant Income Trojan 

Deferral Tax Write�off I ntangible Asset 
(S-51) (S-52) (S-53) 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

0 0 0 
$0 $0 $0 

0 0 0 
0 0 0 

(364) (87) 0 

($364) ($87) $0 
$364 $87 $0 

$0 $0 ($2,290) 
0 0 O .  

24,357 0 0 
0 0 0 

$24,357 $0 ($2,290) 

0 0 0 
6,326 2,290 

(17) (4) 0 
0 0 0 
0 0 0 

$24,340 $6,322 $0 

$3,305 $871 $0 

Reduce 
Discretionary 
Costs by 1 %  

$0 

$0 

$0 

(1 ,584) 
($1 ,584) 

0 
0 

626 

($958) 
$958 

$0 
0 
0 
0 

$0 

0 
0 

(44) 
0 
0 

($44) 

($1 ,631 ) 

Total 
Adjustments 

$846 
2,410 

$3,256 

($13,547) 
0 

(13,31 1) 
(26,858) 
31,712 

(892) 
(481) 

$3,481 
($225: 

($155,912: 
72,395 

1 34,771 
8,912 

$60,166 

19,916 
(18,354 
(51 ,330: 

0 
(5,164 

92 
0 

1 ,677 

$7 003 

$1 ,508 

co 
c:.n 

I 
� 
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Income Tax Calculations 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book-Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 

Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35% 
ITC 

Current Federal Tax 

Environmental Tax @ 0.12% 

ITC Adjustment 
Deferral 
Restoration 

Totai iTC Adjust ment 

Provision for Deferred Taxes 

Total Income Tax 

Per 
Company 

Filing 

$893,642 
589,300 
1 1 5, 1 70 

$ 1 44, 1 28 

$9, 634 
1 6 6  

0 
0 

168 

$47,309 
0 

Adjustments 

$3,256 
(27,751 ) 

(4,642) 
(871 ) 

( 1 0,9 1 3) 

$47,433 

$3, 165 
0 

0 
0 

$43,760 

$ 1 5, 3 1 6  
0 

$0 
(54) 

.ttili#��il'IiI'1I'fdN ��-.;i'&:"jf,��d�'!Il'�;';"ij�M�.l 

!!I.l.r.itlL!\�.J" ffj' :41f1f41{fui"E:1&hitQ} ,�tdtlfm. 

1995 
Adjusted 

$896,898 
561 ,549 
1 1 0,528 

6 1 ,479 
(28,219) 

$ 1 9 1 ,561 

$12,799 
166 

0 
0 

$1 78,928 

$62,625 
0 

$0 
1 ,985 Il�l.tk�liWJllll 

i�.J'.4!1It�j 
11'1�1!11111 

Change for 
Reasonable 

Return 

$47, 1 85 
1 , 1 94 

33 

$45,958 

$3,066 

$42,892 

$ 1 5,022 
0 

$0 

Ilf.!f'lIl 

at 
Reasonable 

Return 

$944,083 
562,743 
1 1 0,528 

6 1 , 5 1 2  

0 
0 

$22 1 . 820 

$77,647 
0 

co 
c.n 

I 
eo 
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23-Mar-95 
05:28 PM 

Income Tax Calculations 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book-Tax (Schedule M) Differences 

State Taxable Income 

39 I State Income Tax @ 6.672% 
40 State Tax Credit 
41 Net State Income Tax 

42 1 Additional Tax Depreciation 
43 Other Schedule M Differences 

44 Federal Taxable Income 

45 Federal Tax @ 35% 
46 ITC 
47 Current Federal Tax 

48 Environmental Tax @ 0.12% 

49 ITC Adjustment 
50 Deferral 
51 Restoration 
52 Totel lTe Adjustment 

Provision for Deferred Taxes 

54 1 Total Income Tax 

C 
Inflation 

(S-1 ) 

$0 
(306) 

a 
(0) 
a 

$306 

$20 

a 

$100 
a 

$0 

EPRI 
Deferral 

(S-2) 

Miscellaneous Corrections to 

$0 
a 
a 

(0) 
0 

$0 

$0 

a 

$0 

$0 
a 

$0 

Category " e" 

Advertising 
(S-3) 

$0 
(23) 

a 
(0) 
a 

$23 

$2 

a 

$21 

$8 
o 

$0 

(13-4) 

$0 
(1 ,230) 

0 
(1 ) 
a 

$1 ,231 

$82 

a 

$1 ,149 

$402 
o 

$0 

(S-5) 

$0 
(1 ,497) 

0 
(2) 
a 

$1 ,499 

$100 

a 

$1 ,399 

$490 
a 

$0 

$0 
(314) 

0 
(0) 
a 

$314 

$21 

a 

$293 

$103 
a 

$0 

lIfillfjf%"I�!IlDii: fifre1:lt4w.1tT�lUrfD1X! �1�!i •• @llliij!J co 
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23-Mar-95 
05:28 PM 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
BookRTax (Schedule M) Differences 

38 I State Taxable Income 

39 State Income Tax @ 6.672% 
40 State Tax Credit 
41 Net 8tate Income Tax 

42 Additional Tax Depreciation 
43 Other Schedule M Differences 

44 Federal Taxable Income 

45 Federal Tax @ 35% 
46 ITC 
47 Current Federal Tax 

48 Environmental Tax @ 0.12% 

49 ITC Adjustment 
50 Deferral 
51 Restoration 
52 Tot.I ITe Adjustment 

53 1 Provision for Deferred Taxes 

54 1 Tot.l lncome Tax 

Billing 
(8-7) 

$687 
(73) 

0 
0 

$760 

$51 

0 

$248 
0 

$0 

Miscellaneous 
Service WTC 

Provider Costs Improvements 
(8-8) (8-9) 

$0 $0 
1 ,870 0 

0 0 
2 1 7  
0 0 

($1 ,872) ($17) 

($125) ($1) 

0 0 

($1 ,747) ($15) 

($61 1 )  ($5) 
0 0 

$0 $0 

Managers Income Tax 
Det. Compo Adjustments 

(8-10) (8-1 1 ) 

$0 $0 
692 0 

0 0 
1 56 
0 (7,512) 

($693) $7,456 

($46) $497 

0 

($647) $6,451 

($226) $2,258 
0 0 

re�41mlljfl'.l{flfll 

$0 $0 

r1k�IIft{I��� 
mlmr«IMfmFl�i:ij �a'¢rllm]l1%tfll ��tiattl'l,.m WJf�l�llttliIJj 

Load 
Forecast 

(8-12) 

$4,932 
2,972 

85 
84 

0 
$1 ,791 

$1 1 9  

0 

$1 ,672 

$585 
0 

$0 

Variable 
Power Costs 

(8-13) 

$0 
(1 3,445) 

0 
(17) 

0 
$1 3,462 

$898 

0 

$12,563 

$4,397 
0 

$0 

Kt!i!A.�m 
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23-Mar-95 
05:28 PM 

Income Tax Calculations 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book-Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 
State Tax Credit 
Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35% 
ITC 
Cl,lrrent Federal Tax 

Environmental Tax @ 0.12% 

ITC Adjustment 
Deferral 

51 I Restoration 
52 T otal lTC Adjustment 

53 1 Provision for Deferred Taxes 

54 1 Total Income Tax 

Miscellaneous 
Electric 

Revenues 
(8-14) 

$1 ,469 
a 
a 
1 
a 

$1 ,468 

$98 

a 

$480 
a 

$0 

Wage & Salary 
Adjustment 

(8-15) 

$0 
(425) 

a 
(3) 
a 

$428 

$29 

a 

$399 

$140 
a 

$0 

I ncentive Pay 
Adjustment 

(8-16) 

$0 
(4,157) 

a 
(4) 
a 

$4,161 

$278 

a 

$3,884 

$1 ,359 
a 

$0 

Supplemental 
Executive 

Retirement 
(8-17) 

$0 
(1 ,957) 

a 
43 

a 

$1 ,914 

$128 

a 

$1,786 

$625 
a 

$0 

Managers' 
Deferred 

Compensation 
(8-18) 

$0 
(1 ,845) 

a 
1 6  

a 

$1 ,829 

$122 

a 

$1 ,707 

$597 
a 

$0 

�f:{fIZII1f'�iii mfitll�]m1{mifA�n 

Directors' 
Deferred Compo 

& Pensions 
(8-19) 

$0 
(204) 

a 
(0) 
a 

$204 

$14 

a 

$191 

$67 
a 

$0 

Medical 
Insurance 

(8-20) 

$0 
(314) 

a 
(3) 
a 

$317 

$21 

a 

$296 

$103 
a 

$0 

Hlif'jftt'llti�1 co 
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23-Mar-95 
05:28 PM 

Income Tax Calculations 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book·Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 
State Tax Credit 
Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35% 
ITC 
Current Federal Tax 

Environmental Tax @ 0.12% 

ITC Adjustment 
Deferral 
Restoration 

Totai iTC Adjustment 

Provision for Deferred Taxes 

54 1 Total Income Tax 

EPRI 
Membership 
Replacement 

(8-21) 

$0 
a 
a 

(0) 
a 

$0 

$0 

a 

$0 
a 

$0 

Escalation 
Rate Update 

(S-22) 

$0 
(1 ,073) 

a 
(1 ) 
a 

$1 ,074 

$72 

a 

$1 ,002 

$351 
a 

$0 

Non·Labor 
Cust. Aects, 

(S-23) 

$0 
(1 03) 

a 
(0) 
a 

$103 

$7 

a 

$96 

$34 
a 

$0 

Community 
Development 

(S-24) 

$0 
(293) 

a 
(0) 
a 

$293 

$20 

a 

$274 

$96 
a 

$0 

Market 
Intelligence 

(S-25) 

$0 
(218) 

a 
(0) 
a 

$21 8 

$15 

a 

$204 

$71 
a 

$0 

CS2 
Project 
(8-26) 

$0 
a 
a 

(26) 
a 

$26 

$2 

a 

$24 

$8 
a 

$0 

'!$IU:lBlffi;il! Inle�iI4tWB:� 11111'1111:(1 

Advertising 
Category "A" 

(S-27) 

$0 
(106) 

a 
(0) 
a 

$106 

$7 

a 

$99 

$35 
a 

$0 

co 
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23-Mar-95 
05:28 PM 

Income Tax Calculations 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book-Tax (Schedule M) Differences 

State Taxable Income 

39 1 5tate Income Tax @ 6_672% 
40 State Tax Credit 
41 Net State Income Tax 

42 Additional Tax Depreciation 
43 Other Schedule M Differences 
44 Federal Taxable Income 

45 Federal Tax @ 35% 
46 ITC 
47 Current Federal Tax 

48 1 Environmental Tax @ 0.12% 

49 ITC Adjustment 
50 . Deferral 
51 Restoration 
52 Tot_l iTe Adjustment 

53 1 Provision for Deferred Taxes 

54 1 Total Income T_x 

Power HVEA 
Smart Promotions 
(5-28) (5-29) 

$0 $0 
(1 13) (1 ,255) 

0 0 
(0) (1 ) 
0 0 

$1 1 3  $1 ,256 

$8 $84 

0 0 

$1,172 

$37 $410 
0 0 

$0 $0 

Energy Resource Energy 
Center (ERC) Efficiency 

(5-30) (5-31 ) 

$0 ($3_832) 
(21 1 ) (1,576) 

0 0 
(0) 750 
0 0 

$21 1 ($3,005) 

$14 ($201) 

0 0 

$197 ($2,805) 

$69 ($982) 
0 0 

�j\.%ifJ'''{t$;i!�� .. � . . 'i ;.�� .,m ' ,�>.it 

$0 $0 

PGC Equity Issuance 
Alice/Inflation Costs 

(5-32) (5-33) 

$0 $0 
(196) 0 

0 0 
(0) (0) 
0 0 

$196 $0 

$13 $0 

0 0 

$183 $0 

$64 $0 
0 0 

$0 $0 

Payroll 
Tax Rate 

(5-34) 

$0 
(19) 

0 
(0) 
0 

$19 

$1 

0 

$18 

$6 
0 

$0 

co 
Con 

I 
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23-Mar-95 
05:28 PM 

Income Tax 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book-Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 
State Tax Credit 
Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35% 
ITC 
Current Federal Tax 

Environmental Tax @ 0.12% 

ITC Adjustment 
Deferral 
Restoration 

T otal lTe Adjustment 

Provision for Deferred Taxes 

� <ii 1 54 1 Total Income Tax 

ffi iil  
Z 

.... 0 
en ..... 

o
X 

" "  
'" 
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Revised 
Interest from 
ROR Change 

(8-35) 

$0 
0 
0 

(1 , 136) 

$1 , 136 

$76 

a 

$371 
a 

$0 

Non-Fuel 
Materials 

& 8upplies 
(8-36) 

$0 
0 
0 

(21 ) 
0 

$21 

$1 

a 

$20 

$7 
a 

$0 

Remove 
Boardman 
Gain Accel. 

(8-37) 

$0 
0 
0 

(383) 
0 

$383 

$26 

a 
a 

$357 

$125 
a 

$0 

Trojan 
Overtime 

(8-45) 

$0 
(405) 

0 
(3) 
0 

$408 

$27 

a 
a 

$381 

$133 
a 

$0 

ril'lPB�f4iV;:1!m 111.'JJi.!� 

Trojan 
Plant 

Reclassification 
(8-46) 

$0 
0 
0 
0 
0 

$0 

$0 

a 
a 

$0 

$0 
a 

$0 

Trojan 
Salvage 

Recovery 
(8-47) 

$0 
0 
0 

(1 34) 
0 

$134 

$9 

a 
0 

$125 

$44 
a 

$0 

Decommissioning 
Trust Accrual 

Reduction 
(8-48) 

$0 
0 

(1,072) 
122 

(3,381) 
$4,331 

$289 

a 
0 

$4,042 

$1,415 
0 

$0 

Rif�tltlRffil" ml;1.'�tml"'61t iil�Bmtillli. «> 
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23-Mar-95 
05:28 PM 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book-Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 
State Tax Credit 
Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35% 
ITC 
Current Federal Tax 

Environmental Tax @ 0.12% 

ITC Adjustment 
Deferral 
Restoration 

Totai iTC Adjustment 

Provision for Deferred Taxes 

Total Income Tax 

Remove Plugging, ISleeving, Analysis 
& Reactor Pump 

(S-49) 

$0 
0 
0 

$630 

Remove Additional 
Trojan Fixed Costs 

to Reach 86.9% 
(S-50) 

$0 
(342) 

(3,655) 
(756) 

4,440 
$313 

Remove Trojan 
Power Cost 

Deferral 
(S-51) 

$0 
0 
0 

922 
0 

($922) 

Update Trojan 
Plant Income 
Tax Write-off 

(S-52) 

$0 
0 
0 

240 
(4,460) 

$4,220 

Trojan 
I ntangible Asset 

(S-53) 

$0 
0 
0 
0 
0 

$0 

Reduce 
Discretionary 
Costs by 1 %  

$0 
(1 ,584) 

0 
(2) 
0 

$1 ,586 

Total 
Adjustments 

$0 $106 ��.]!!lI�l:;:!g !IX w 

$42 $21 ($62) $282 

o 0 
0 

$292 

$206 $102 
0 

$0 $0 
(54) 

0 
0 

($861 ) 

($301) 
0 

$0 

0 0 0 
0 0 0 

$3,939 � $1 ,480 

$1 ,379 $0 $518 
0 0 0 

$0 $0 $0 

Milat4i��I�:t;tl�p;� nllmIIW��lfifa:&j DliiIDl:4tl&'I'Wil (0 
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AMOUNTS 

Long Term Debt $964,369 
Preferred Stock 1 06,370 
Common Equity 891 ,644 

Total $1 ,962,383 

Revenues 1 .00000 

O&M - Uncoliectibles/OPUC Fee' 0.00430 
Other Taxes-Franchise 0.02100 
Short-Term Interest 0 .00000 
Other Taxes 0.00000 

State Taxable Income 0.97470 

State Income Tax @ 6.672%** l�m 
Federal Taxable Income 

Federal Income Tax @ 35% 
ITC 
Current FIT 

ITC AdjustmentiEnv. Tax 

Total Income Taxes 

Total Revenue Sensitive Costs 

Utility Operating Income 

INet-to-Gross Factor 

0 .90967 

CAPITAL 

49.1 4% 
5.42% 

45.44% 

1 00.00% 

COST 

7.7 1 %  
8.27% 

1 1 .60% 

Uncollectible Rate 
OPUC Fee 

Total 

** State Income Tax 
Montana (.0675'.050008) 
Oregon (.0660'.959764) 

Total 

COST 

3.79% 
0.45% 
5.27% 

" 'lllSlllSIIIRlllS' ML��1,><���>. 0,4.1£4£ 

0.00230 
0.00200 
0.00430 

0.00338 
0 06334 
0.06672 
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23-Mar-95 
0 5 : 45 PM 

Operating Revenues 
Sales to Consumers 
other Revenues 

Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Ope,,& Main!. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 

Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv, Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Deferred Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Rate of Return 

Implied Return on Equity 

1 996 
Per 

Company 
Filing Adjustments 

(1 ) (2) 

$91 0,200 ($1 0,372) 
8,719  2,436 

$91 8,919 ($7,936) 

$378,238 ($66,424) 
73,745 0 

1 52,949 (12,865) 
$604,932 ($79,289) 

1 24,955 26,846 
49,092 (1 ,467) 
43,748 1 5,821 

$822,727 ($38,089) 

�1{�.l4,"JJ�] 
$2,778,739 ($162,981) 
(1 ,200,062) 78,752 

(241 ,948) 1 41 ,668 
(50,1 64) 8,252 

$1 ,286,565 $65,692 

59,853 47,856 
(60,904) (54,916) 

268,921 (44,082) 
1 4,81 0 0 
27,205 (5,827) 
39,388 (1 ,882) 
27,498 0 

( 16 , 196) 2,931 

1�.j£�:IiJ1J�:mTh 
5.84% 
3.08% 

Required 
Change for 

1 996 Reasonable 
Adjusted Return 

(3) (4) 

$899,828 :�Jl��)a:4��1i1§sOj1 �YA"��&';:H$b; . "'":,, /, .�"',,*� 
1 1 , 1 55 0 

$91 0,983 $55,550 

$31 1 ,814 $0 
73,745 0 

1 40,084 239 
$525,643 $239 

1 51 ,801 0 
47,625 1 , 1 67 
59,569 21 ,354 

$784,638 $22,760 

�iilIWl[llJJ&l�l Imtilll:.�Iilm 
$2,615,759 $0 
(1 , 1 21 ,310) 0 

(1 00,280) 0 
(41 ,912) 0 

$1 ,352,257 $0 

1 07,709 0 
( 1 1 5, 820) 0 
224,839 0 

1 4,81 0 0 
21 ,378 0 
37,506 1 ,036 
27,498 0 

(13,265) 0 

l:;;&l'j&Y�Iljl�ll,§;'Iltl�! f;l..'4.of.i.'0J.o'-"J_�>_'�J '�'!-"''''''''J.i1 

7.63% 
7.36% 

Results 
at 

Reasonable 
Return 

(5) 

$955,378 
1 1 , 1 55 

$966,533 

$31 1 ,814 
73,745 

1 40,323 
$525,882 

151 ,801 
48,792 
80,923 

$807,398 
lI'ili'i'c¥Ii»!SJ1li!lc1!l3'1ll t'if;·WHt#J.'% �_ " �L'"'>i.)1W::"i;�.: 

$2,615,759 
(1 , 1 21 ,310: 

(1 00,280: 
(41,912: 

$1 ,352,257 

1 07,709 
( 1 1 5, 820, 
224,839 

14,810 
21 ,378 
38,542 
27,498 

(13,265 

�111(l!J£i�1'a:� 
9.60% 

1 1 .60% 
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23-Mar-95 
05:45 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Rxed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred lnv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requirement Effect 

PGC EPRI 
Inflation Deferral 

(8-1 ) (8-2) 

$0 $0 
0 

$0 $0 

$0 $0 

(628) 0 
($628) $0 

0 0 
(15) 0 

254 (0) 

($389) ($0) 
$389 $0 

$0 $0 
0 0 
0 0 
0 0 

$0 $0 

0 0 

(18) (0) 

($18) ($0) 
($662) $0 

Miscellaneous Corrections to Company Filing 
Category 'C' Retirement 
Advertising Savings Plan 

(8-3) (8-4) 

$0 $0 

$0 $0 

$0 $0 

(24) (1 ,488) 
($24) ($1,488) 

0 0 
0 0 
9 588 

($15) ($900) 
$1 5 $900 

$0 $0 
0 0 
0 0 
0 0 

$0 $0 

0 0 

(1 ) (41) 

($1) ($41) 
($25) ($1 ,532) 

Legal 
Escalation 

(8-5) 

$0 

$0 

$0 

(1 60) 
($160) 

0 
0 

63 

($97) 
$97 

$0 
0 
0 
0 

$0 

0 

(4) 

($4) 
($165) 

Health Insurance 
Escalation 

(8-6) 

$0 

$0 

$0 

(702) 
($702) 

0 
0 

277 

($425) 
$425 

$0 
0 
0 
0 

$0 

0 

(19) 

($19) 
($723) 

(0 
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23-Mar-95 
05:45 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred lnv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies - Fuel 

• Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Re\f�!l_ue R�9lJ!�_�ment Effect 

Overhead 
Billing 
(S-7) 

$0 
688 

$688 

$0 

(71 ) 
($71) 

0 
0 

299 

$228 
$460 

$0 
0 
0 
0 

$0 

0 
0 

10  
0 

$10 

($777) 

Miscellaneous Corrections to Company Filing 
Service wTC ManagerS/Oir. Income Tax Load Variable 

Provider Costs Improvements Del. Compo Adjustments Forecast Power Costs 
(S-8) (S·9) (S·10) (S-1 1 )  (S-12) (S-13) 

$0 $0 $0 $0 $1 ,854 $0 

$0 $0 $0 $0 $1 ,854 $0 

$0 $0 $0 $0 $1,198 ($59,543) 

2,953 0 808 0 239 0 
$2,953 $0 $808 $0 $1 ,437 ($59,543) 

75 
0 0 0 0 68 0 

(1 ,166) (6) (319) (607) 80 23,516 

$1 ,787 ($6) $489 ($607) $1 ,660 ($36,027) 
($1,787) $6 ($489) $607 $194 $36,027 

$0 $690 $0 $0 $1 ,863 $0 
(276) (75) 

3,483 0 
0 0 0 0 0 0 

$0 $414 $0 $3,483 $1 ,788 $0 

0 0 0 0 0 
0 0 0 0 0 0 

0 0 0 
81 (0) 22 (28) 76 (1 ,788) (0 

(Jl 
$81 $414 $22 $3,455 $1,864 ($1,788) 00 

$3,041 $57 $832 ($467) ($26) ($61 ,334) ec" 
i>' 
l� 
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23-Mar-95 
05:45 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues . 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in SelVies 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requirement Effect 

Miscellaneous 
Electric Wage & Salary 

Revenues Adjustment 
(S-14) (S-15) 

$0 $0 
1 ,504 

$1 ,504 $0 

$0 $0 

0 (702) 
$0 ($702) 

0 0 
0 (77) 

593 31 1 

$593 ($468) 
$911 $468 

$0 ($233) 
0 
0 
0 0 

$0 ($233) 

0 
0 0 

0 
27 (21) 

$27 ($254) 

($1,539) ($834) 

Supplemental Managers' Directors' 
Incentive Pay Executive Deferred Deferred Compo Medical 
Adjustment Retirement Compensation & Pensions Insurance 

(S-16) (S-17) (S-18) (S-19) (S-20) 

$0 $0 $0 $0 $0 

$0 $0 $0 $0 $0 

$0 $0 $0 $0 $0 

(3,861 ) (2,046) (2,172) (194) (748) 
($3,861) ($2,046) ($2,172) ($194) ($748) 

0 0 
(425) 0 0 0 0 

1 ,692 772 850 77 300 

($2,593) ($1 ,274) ($1 ,322) ($1 17) ($448) 
$2,593 $1 ,274 $1 ,322 $ 1 1 7  $448 

$0 $0 $0 $0 ($276) 
0 0 0 
0 0 0 
0 0 0 0 0 

$0 $0 $0 $0 ($276) 

0 0 
0 0 0 0 0 

0 0 
(118) (58) (60) (5) (20) 

2,389 542 0 CO 
($1 1 8) $2,331 $482 ($5) ($296) eJt 

($4,413) ($1 ,780) ($2,1 62) ($200) ($808) • 
� 
l\:) 
l\:) 
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23-Mar-g5 
05:45 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requirement Effect 

EPRI 
Membership Escalation 
Replacement Rate Update 

(S-21 ) (S-22) 

$0 $0 

$0 $0 

$0 $0 

0 (1 ,594) 
$0 ($1 ,594) 

0 0 
(0) 629 

($0) ($965) 
$0 $965 

$0 $0 

0 0 
$0 $0 

0 0 
0 0 

0 0 
(0) (44) 

($0) ($44) 
$0 ($1,641) 

Non-Labor Community Market CS2 Advertising 
Cust. Accts, Development Intelligence Project Category "A" 

(8-23) (S-24) (S-25) (S-26) (S-27) 

$0 $0 $0 $0 $0 

$0 $0 $0 $0 $0 

$0 $0 $0 $0 $0 

(108) (286) (212) (700) (373) 
($108) ($286) ($212) ($700) ($373) 

0 (2,562) 
0 (16) (16) 0 0 

43 1 1 9  90 1 ,369 147 

($65) ($183) ($138) ($1 ,893) ($226) 
$65 $183 $138 $1 ,893 $226 

$0 $0 $0 ($8,400) $0 
0 1 ,469 
0 (490) 
0 0 0 0 0 

$0 $0 $0 ($7,421 )  $0 

0 0 0 0 0 
0 0 0 0 0 

(3) (8) (6) (86) (10) 

CO 
($3) ($8) ($6) ($7,507) ($10) tTl 

($1 1 1  ) ($311)  ($235) ($4,428) ($384) I 
� 
� 
l" 
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23-Mar-95 
05:45 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper,& Main!. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in SelVice 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred lnv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requirement Effect 

Power HVEA 
Smart Promotions 
(S-28) (S-29) 

$0 $0 

$0 $0 

$0 $0 
0 

(1 1 2) (1 ,449) 
($1 12) ($1 ,449) 

(5) (61) 
46 596 

($71) ($914) 
$71 $914 

$0 $0 

0 0 
$0 $0 

0 0 
0 0 

(3) (42) 

($3) ($42) 

($120) ($1,555) 

Energy Resource Energy PGC Equity Issuance Payroll 
Center (ERC) Efficiency Allocation Costs Tax Rate 

(S-30) (S-31 ) (S-32) (S-33) (S-34) 

$0 ($12,226) $0 $0 $0 
0 244 

$0 ($11 ,982) $0 $0 $0 

$0 ($8,079) $0 $0 $0 
0 0 

(21 1 )  3,143 (210) 0 
($211 )  ($4,936) ($210) $0 $0 

(2,1 00) 
0 (257) 0 0 (379) 

83 (3,394) 83 1 151  

($128) ($8,586) ($127) ($2.099) ($228) 
$128 ($3,396) $127 $2,099 $228 

$0 $0 $0 $0 ($81) 

0 
0 0 0 0 0 

$0 $0 $0 $0 ($81) 

0 47,856 0 0 0 
0 0 0 0 0 
0 

0 
(6) (391) (6) (95) (10) c:.o 

eJ1 
($6) $47,465 ($6) ($95) ($91) • 

($217) $1 3,473 ($216) ($3,571) ($401) 00 
� 
l" 
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23-Mar-95 
05:45 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred lnv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies � Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requireme':l!!=Jf�_ct 

Revised Non-Fuel Remove 
Interest from Materials Boardman 
ROR Change & Supplies Gain Accel. 

(S-35) (S-36) (S-37) 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

0 0 0 
$0 $0 $0 

36,417 
0 0 0 

644 1 6  (14,888) 

$644 $16 $21,529 
($644) ($16) ($21,529) 

$0 $0 $0 
0 

22,149 
0 0 0 

$0 $0 $22,149 

0 0 
0 0 (54,916) 

(1 ,089) 
29 1 980 

0 
0 

$29 ($1 ,088) ($31,787) 
$1 ,095 ($149) $31 ,309 

Trojan Trojan Decommissioning 
Trojan Plant Salvage T rust Accrual 

Overtime Reclassification Recovery Reduction 
(S-45) (S-46) (S-47) (S-48) 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

(310) 0 0 0 
($310) $0 $0 $0 

0 0 (353) (1,072) 
. (34) 0 0 0 
139 0 189 390 

($205) $0 ($1 64) ($682) 
$205 $0 $164 $682 

($200) ($155,182) $0 $0 
0 77,634 0 0 
0 93,796 0 (1,627) 
0 8,252 0 0 

($200) $24,500 $0 ($1 ,627) 

0 0 0 0 
(1 9,762) (3,315) 3,908 

(4,738) 
(9) 0 (7) (31) 
0 0 0 0 CO 0 0 0 0 

($209) $0 ($3,322) $2,250 c:n 
($382) $0 ($818) ($789) I 

eo 
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23-Mar-95 
05:45 PM 

Operating Revenues 
Sales to Consumers 
Other Revenues 
Total Operating Revenues 

Operating Expenses and Taxes 
Operation & Maintenance 

Net Variable Power Costs 
Fixed Power Costs 
Other Oper.& Maint. 

Total Operation & Maintenance 
Depreciation & A.rnortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses and Taxes 
Utility Operating Income 

Average Rate Base 
Utility Plant in Service 
Accumulated Depreciation 
Accumulated Deferred Income Taxes 
Accumulated Deferred Inv. Tax Credit 

Net Utility Plant 

Energy Efficiency 
Boardman Gain 
Trojan Investment 
Materials & Supplies - Fuel 

- Other 
Working Cash 
Misc. Deferred Debits 
Misc. Deferred Credits 

Total Average Rate Base 

Revenue Requirement Effect 

Remove Plugging, Remove Additional 
Sleeving, Analysis Trojan Fixed Costs 
& Reactor Pump to Reach 86.9% 

(8-49) (8-50) 

$0 $0 

$0 $0 

$0 $0 

a (9) 
$0 ($9) 

(1 ,638) (1 ,921 ) 
a (250) 

893 725 

($745) ($1 ,455) 
$745 $1 ,455 

$0 $0 
a a 
a a 
a a 

$0 $0 

a a 
(15,619) (1 8,536) 

(34) (66) 
a a 
a a 

($1 5 653) ($18,602) 

($3,808) ($5,491 ) 

Remove Trojan Update Trojan 
Power Cost Plant Income Trojan 

Deferral Tax Write-off Intangible Asset 
(8-51) (8-52) (8-53) 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

a a a 

$0 $0 $0 
a 0 0 
a a a 

(367) ( 1 15) a 

($367) ($1 15) $0 
$367 $1 1 5  $0 

$0 $0 ($1 ,162) 
a a a 

24,357 a a 
a a a 

$24,357 $0 ($1 ,162) 

a a a 
8,080 1 ,162 

(17) (5) a 
a a a 
a a a 

$24,340 $8,075 $0 

$3,337 $1 , 1 1 9  $0 

Reduce 
Discretionary 
Costs by 1 %  

$0 

$0 

$0 

(1,639) 
($1 ,639) 

a 
a 

647 

($992) 
$992 

$0 
0 
a 
a 

$0 

a 
a 

(45) 
a 
a 

($45) 

($1 ,687) 

Total 
Adjustments 

($1 0,372) 
2,436 

($7,936 

($66,424 
a 

(12,865 
(79,289 
26,846 
(1 ,467 
1 5,821 

($38,089) 
$30,153 

($162,981j 
78,752 ! 

141 ,668 
8,252 

$65,692 

47,856 
(54,916) 
(44,082) 

a 
(5,827) 
(1 ,882) 

a 
2,931 

$9 772 
($49,501) 

(0 
� 

• 
(!.¢ 
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0 5 : 4 5 PM 

Income Tax Calculations 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
I nterest 
Book-Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 
State Tax Credit 

Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35% 
ITC 

Current Federal Tax 

Environmental Tax @ 0.12% 

ITC Adjustment 
Deferral 
Restoration 

Totai iTC Adjustment 

Provision for Deferred Taxes 

Total Income Tax 

Per 
Company 

Filing 

$91 8,91 9 
654,024 
1 24,955 

64,570 

$1 03,277 

$6,903 
83 

0 
0 

$33,946 
0 

$0 
2 

Adjustments 

($7,936) 
(80,756) 

(4,556) 
(1 ,259) 
(3,252) 

$81 ,887 

$5,464 
0 

0 
0 

$75,896 

$26,564 
0 

?��1li!tit"'''''''��<W ?i%1h<Wt�fA�thY1i'.-';h.;g�M 

1996 
Adjusted 

$91 0,983 
573,268 
120,399 

63,31 1 
(31 , 1 59) 

$1 85, 1 64 

$1 2,367 
83 

0 
0 

$ 1 72,881 

$60, 5 1 0  
0 

$0 
1 ,985 

k�:r�tJ%l:t.a;w 
§."1t{1�1l�1 

Change for 
Reasonable 

Return 

$55,550 
1 ,406 

40 

$54, 1 04 

$3, 6 1 0  

$50,494 

$1 7,683 
0 

$0 

at 
Reasonable 

Return 

$966,533 
574,674 
120, 399 

63,350 

0 
0 

$223.375 

$78, 1 93 
0 
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23-Mar-95 
05:45 PM 

Income Tax 

33 Book Revenues 
34 Book Expenses Other than Depreciation 
35 State Tax Depreciation 
36 Interest 
37 Book-Tax (Schedule M) Differences 
38 State Taxable Income 

39 \ State Income Tax @ .6.672% 
40 State Tax Credit 
41 Net State Income Tax 

42 1 Additional Tax Depreciation 
43 Other Schedule M Differences 
44 Federal Taxable Income 

45 1 Federal Tax @ 35% 
46 ITC 

Current Federal Tax 

Environmental Tax @ 0.12% 

ITC Adjustment 
Deferral 
Restoration 

Total lTe Adjustment 

Provision for Deferred Taxes 

54 1 Total Income Tax 

Inflation 
(S-1) 

$0 
(643) 

0 
(1 ) 
0 

$644 

$43 

o 

$210 
o 

$0 

Deferral 
(S-2) 

Miscellaneous 
Category "C' 

$0 
0 
0 

(0) 
0 

$0 

$0 

o 

$0 

$0 
o 

$0 

Advertising 
(S-3) 

$0 
(24) 

0 
(0) 
0 

$24 

$2 

o 

$22 

$8 
o 

$0 

Rei 
Savings Plan 

(S-4) 

$0 
(1 ,488) 

0 
(2) 
0 

$1,490 

$99 

o 

$1 ,390 

$487 
o 

$0 

Escalation 
(S-5) 

$0 
(160) 

0 
(0) 
0 

$160 

$1 1 

o 

$149 

$52 
o 

$0 

Escalation 
(S-6) 

$0 
(702) 

0 
(1 ) 
0 

$703 

$47 

o 

$656 

$230 
o 

$0 

co 
C11 

I 
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23-Mar-95 
05:45 PM 

Income Tax Calculations 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book-Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 
State Tax Credit 
Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35% 
ITC 
Current Federal Tax 

EnvlronmentaJ"Tax @ 0.12% 

ITC Adjustment 
Deferral 
Restoration 

Totai iTC Adjustment 

Provision for Deferred Taxes 

Total Income Tax 

Billing 
(8-7) 

$688 
(71 ) 

a 
a 
a 

$759 

$51 

a 

$248 
a 

$0 

Miscellaneous Corrections to 
Service 

Provider Costs 
(8-8) 

$0 
2,953 

a 
3 
a 

($2,956) 

($197) 

a 

($2,759) 

($966) 
0 

$0 

:��jf$@WIft1:tJ;j""m::;t;"; 
$!111�t\��:;]lL'1-iffl'§,u) 

WTC 
Improvements 

(8-9) 

$0 
a 
a 

1 6  
a 

($16) 

($1) 

a 

($15) 

($5) 
a 

$0 

Managers/Oir. Income Tax 
Def. Compo Adjustments 

(8-10) (8-1 1 )  

$0 $0 
808 a 

a a 
1 1 32 
a (1 ,740) 

($809) $1 ,608 

($54) $107 

a 

($755) $973 

($264) $340 
a a 

W#lIWllH£fii�l41 

$0 $0 

Load 
Forecast 

(8-12) 

$1 ,854 
1 ,505 

75 
71 

a 

$203 

$14 

a 

$189 

$66 
a 

$0 

Variable 
Power Costs 

(8-13) 

$0 
(59,543) 

a 
(68) 

a 

$59,61 1 

$3,977 

a 

$55,634 

$19,472 
a 

IMilIilalt';;�n 

$0 

co 
(J1 

I 
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23·Mar-95 
05:45 PM 

Income Tax Calculations 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book�Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 
State Tax Credit 
Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35'% 
ITC 
Current Federal Tax 

Environmental Tax @ 0.12% 

ITC Adjustment 
Deferral 
Restoration 

T otal lTe Adjusbnent 

Provision for Deferred Taxes 

Total Income Tax 

Miscellaneous 
Electric Wage & Salary 

Revenues Adjustment 
(S·14) (S·15) 

$1 ,504 $0 
0 (779) 
0 0 
1 (10) 
0 0 

$1 ,503 $789 

$100 $53 

0 0 

$1 ,403 $736 

$491 $258 
0 0 

$0 $0 

,'" 

Supplemental Managers' Directors' 
I ncentive Pay Executive Deferred Deferred Compo Medical 
Adjustment Retirement Comp'ensation & Pensions Insurance 

(S·16) (S-17) (S-18) (S-19) (S-20) 

$0 $0 $0 $0 $0 
(4,286) (2,046) (2,1 72) (194) (748) 

0 0 0 0 0 
(5) 89 1 8  (0) (11  ) 
0 0 0 0 0 

$4,290 $1 ,957 $2,154 $194 $759 

$286 $131 $144 $1 3 $51 

0 0 0 0 0 

$4,004 $1 ,826 $2,010 $181 $709 

$1 ,401 $639 $703 $63 $248 
0 0 0 0 0 

$0 $0 $0 $0 $0 

CO 
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05:45 PM 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book-Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 
State Tax Credit 
Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35% 
ITC 
Current Federal Tax 

Environmental Tax @ 0.12% 

ITC Adjustment 
Deferral 
Restoration 

Total lTe Adjustment 

Provision for Deferred Taxes 

-U »  1 54 1 Total Income Tax » -u  
"' -u  rn �  "' 0  .... -
o

X 
-n -n  
'" 
'" 

EPRI 
Membership Escalation 
Replacement Rate Update 

(8-21 ) (8-22) 

$0 $0 
0 (1,594) 
0 0 

(0) (2) 
0 0 

$0 $1 ,596 

$0 $106 

0 0 

$1 ,489 

$0 $521 
0 0 

�.2g�IDlll 

$0 $0 

Non-Labor Community Market 
Cust. Aeets, Development Intelligence 

(9-"23) (S-24) (S-25) 

$0 $0 $0 
(108) (302) (228) 

0 0 0 
(0) (0) (0) 
0 0 0 

$108 $302 $228 

$7 $20 $15 

0 0 0 

$101 $282 $213 

$35 $99 $75 
0 0 0 

$0 $0 $0 

CS2 
Project 
(8-26) 

$0 
(700) 

0 
(287) 

0 
$987 

$66 

0 

$921 

$322 
0 

$0 

Advertising 
Category " A" 

(S-27) 

$0 
(373) 

0 
(0) 
0 

$373 

$25 

0 

$348 

$122 
0 

$0 

co 
en 

I 
eo 
l':) 
l':) 
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39 
40 
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42 
43 
44 

45 
46 
47 

48 

49 
50 
51 
52 

53 

54 

23-Mar-95 
05:45 PM 

Income Tax Calculations 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book�Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 
State Tax Credit 
Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35% 
ITG 
Current Federal Tax 

Environmental Tax @ 0.12% 

ITG Adjustment 
Deferral 
Restoration 

Total lTe Adjustment 

Provision for Deferred Taxes 

Total Income Tax 

Power 
Smart 
(S-28) 

$0 
( 1 17) 

0 
(0) 
0 

$1 1 7  

$8 

0 

$38 
0 

$0 

HVEA Energy Resource Energy PGG Equity Issuance Payroll 
Promotions Genter (ERG) Efficiency Alice/Inflation Costs Tax Rate 

(S-29) (S-30) (S-31) (S-32) (S-33) (S-34) 

$0 $0 ($11 ,982) $0 $0 $0 
(1,510) (21 1 ) (5,192) (210) 0 (379) 

0 0 0 0 0 0 
(2) (0) 1 ,814 (0) (4) (3) 
0 0 0 0 0 0 

$1 ,512 $21 1 ($8,603) $210 $4 $382 

$101 $14 ($574) $14 $0 $26 

0 0 0 0 0 0 

$1,411 $197 ($8,029) $196 $3 $357 

$494 $69 ($2,810) $69 $1 $125 
0 0 0 0 0 0 

illiIWx,,",nrtgfitl!1I1 �A;'0.i���)\h, - �',� '�,�"4�,:' J. 

$0 $0 $0 $0 $0 $0 

(0 
Jf#i!Flialltfs�1 i�it�:j.�Jtl1fuYts�n .!lttf$111If(�1 t�1i�ki1�}.!5R£ CI1 

• 
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23-Mar-95 
05:45 PM 

Income Tax Calculations 

33 1 Book Revenues 
34 Book Expenses Other than Depreciation 
35 State Tax Depreciation 

Interest 
Book-Tax (Schedule M) Differences 

38 1 State Taxable Income 

39 State Income Tax @ 6.672% 
40 8tate Tax Credit 
41 Net state Income Tax 

42 Additional Tax Depreciation 
43 Other Schedule M Differences 
44 Federal Taxable Income 

45 Federal Tax @ 35% 
46 ITC 
47 Current Federal Tax 

48 Environmental Tax @ 0.12% 

49 ITC Adjustment 
Deferral 
Restoration 

Total lTe Adjustment 

Provision for Deferred Taxes 

Total Income Tax 

Revised Non-Fuel Remove Trojan Trojan Decom missioning 
Interest from Materials B,oardman Trojan Plant Salvage Trust Accrual 

ROR Change & Supplies Gain Aceel. OVertime Reclassification Recovery Reduction 
(8-35) (8-36) (8-37) (8-45) (8-46) (8-47) (8-48) 

$0 $0 $0 $0 $0 $0 $0 
0 0 0 (344) 0 0 0 
0 0 0 0 0 0 (1,072) 

(1 ,632) (42) (1,215) (8) 0 (127) 86 
0 0 0 0 0 (1 ,517) 

$1 ,632 $42 $1,215 $352 $0 $127 $2,503 

$109 $3 $81 $23 $0 $8 $167 

0 0 0 0 0 0 
0 0 0 0 0 

$39 $1,134 $329 $0 $118 $2,336 

$533 $14 $397 $115  $0 $41 $818 
0 0 0 0 0 0 0 

$0 $0 $0 $0 $0 $0 $0 

1%" I1�i��I� i1"$.I(i!¥�I�l!l liW;;t'il'iilI�if("'''t�&''' "'''ltli.!lQ! '"";;!f,j;�!'Ilfftli,&ll�[Il ""'il!'llltial� f;!!1A1(l�i\tJ��§ill /i.�;tl M¥*i dr#i�lt.»;."o,*1.'\If,;,foU"",,,,,"MI ;!11't£ �:1% VlfJfB il% 
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23-Mar-95 
05:45 PM 

Book Revenues 
Book Expenses Other than Depreciation 
State Tax Depreciation 
Interest 
Book-Tax (Schedule M) Differences 

State Taxable Income 

State Income Tax @ 6.672% 
State Tax Credit 
Net State Income Tax 

Additional Tax Depreciation 
Other Schedule M Differences 

Federal Taxable Income 

Federal Tax @ 35% 
ITC 
Current Federal Tax 

Environmental Tax @ 0.12% 

ITC Adjustment 
Deferral 
Restoration 

Totai iTC Adjustment 

Provision for Deferred Taxes 

54 1 Total Income Tax 

Remove Plugging, 
Analysis 

Pump 
(S-49) 

$0 
0 
0 

(598) 
0 

$598 

$40 

o 

$195 
o 

$0 

Remove Additional Remove Trojan Update Trojan 
Trojan Fixed Costs Power Cost Plant Income 

to Reach 86,9% Deferral T ax Write�off 
(S-50) (S-51 ) (S-52) 

$0 $0 $0 
(259) 0 0 

(3,559) 0 0 
(71 1 )  930 309 

4,474 0 (4,469) 
$55 ($930) $4,160 

$4 ($62) $278 

0 0 0 
0 0 0 

$51 ($868) $3,883 

$18 ($304) $1,359 
0 0 0 

$0 $0 $0 

IJmtr�1I111'i:lg �1ii!.mi�iri.i' 

Trojan 
Intangible Asset 

(S-53) 

$0 
0 
0 
0 
0 

$0 

$0 

0 
0 

$0 

$0 
0 

$0 

Reduce 
Discretionary 
Costs by 1 '%  

$0 
(1 ,639) 

0 
(2) 
0 

$1 ,640 

$109 

0 
0 

$1 ,531 

$536 
0 

$0 

�11�'fjlfkI11 

I Total 
Adjustments 

• 
eo 
� 
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Long Term Debt 
Preferred Stock 
Common Equity 

Total 

Revenues 

O&M - UncoliectibleiOPUC Fee* 
Other Taxes-Franchise 
Short-Term Interest 
Other Taxes 

State Taxable Income 

State Income Tax @ 6.672%** 

Federal Taxable Income 

Federal Income Tax @ 35% 
ITC 
C urrent FIT 

ITC AdjustmenVEnv. Tax 

Total Income Taxes 

Total Revenue Sensitive Costs 

Utility Operating Income 

INet-to-Gross Factor 

AMOUNTS 

$1 ,044,215 
99,703 

993,333 

$2,1 37,251 

1 .00000 

0.00430 
0.02100 
0.00000 
0.00000 

0.97470 

1IIIIr"'li\1�'�·· . '  !kJvm:E!DM\;/I[Q:m:�B 
0.90967 

0.31 838 
0.00000 

P.llIlt"lII\@lPU 
0.00109 

CAPITAL 

48.86% 
4.67% 

46.47% 

1 00.00% 

COST 

7.82% 
8.27% 

1 1 .60% 

* U ncollectible Rate 
OPUC 

Total 

** State Income Tax 
Montana (.0675*.050008) 
Oregon (.0660*.959764) 

Total 

COST 

3.82% 
0.39% 

0 .00230 
0,00200 
0.00430 

0.00338 
0 06334 

0.06672 

co 
c:J1 

• 
eo 
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l\:) 



PORTLAND GENERAL ELECTRIC COMPANY 
RATE DESIGN SUMMARY TABLE FORECAST STFPUC94 For CALENDAR Years 25 � Mar � 95 MONTHLY REVENUE MODEL SCH102 at PF�93 Rate 

4995-96 Test Period 
REVENUES 

BEFORE RPA BEFORE RPA 
-RATE AVERAGE K�H SALES E' 1 5  PH-I - -E ' 1 6  PH-I I NCREASE_I N_REVENUES CUSTOMER CLASS I F I CAT ION SCHEDULE CUSTOMERS (OOO'S) �/O ADJUSTMENTS �/O ADJUSTMENTS ---AMOUNT PER� 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - �  - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - �  - - - - - - - - - - - - - -RESIDENTIAL: 
SERVICE 7 569,338 1 3 , 8 1 1 ,054 $809,727,203 $882,204 , 684 $72,477,481 9 . 0% OUTDOOR L I GHTING RES 14R (670) 7,904 1 , 336, 01 8  1 ,309,255 (26,763) - 2 . 0% REVENUE CLASS TOTAL 569,338 1 3 , 81 8 , 958 $81 1 , 063,221 $883 , 5 1 3 , 938 $72,450,718 8 . 9% 

GENERAL SERV I C E :  
OUTOOOR L I GHTING FARM 1 4C (269) 4 , 734 $756,322 $736, 181 ($20, 1 4 1 )  - 2 . 7% OUTOOOR L I GHTING GEN SER 15C (864) 27,531 3 , 098,909 3 , 046,847 (52 , 062) . 1 .  7% FARM & RESIDENTIAL GEN SER 

DEMAND LEVEL I 3 1 - 1  17,245 4 1 7 , 967 $27,034,536 $28,920, 340 $1 , 885, 804 7.0% DEMAND LEVEL I I 31 ' 1 1  892 478 , 3 1 1  23,752, 243 24,502,341 750,099 3.2% OEMANO LEVEL I I I  (TOO) 31 - 1 1 1  1 25,631 1 , 182,164 1 , 179,651 ( 2 , 5 1 4 )  - 0 . 2% GENERAL SECONDARY VOLTAGE 
DEMAND LEVEL I 3 2 ' 1  45, 972 1 , 940, 248 1 1 9 , 1 5 1 ,360 125 , 889,649 6,738, 289 5 . 7% DEMAND LEVEL I I  32' 1 1  9 , 1 79 7,721,341 381 , 580, 267 394,423,914 1 2,843,647 3 . 4% OEMAND LEVEL I I I  (TOO) 32' 1 1 1  126 1 , 621 , 3 1 6  76,912,393 78,285, 588 1 ,373 , 1 95 1 . 8% TOTAL 31 & 32 73 , 4 1 4  1 2 , 204,815 $629 , 6 1 2 , 962 $653,201 , 483 $23,588,521 3 . 7% FARM AND RES OPTIONAL (TOO) 37 1 2  1 ,992 1 1 1 ,422 1 1 1 ,944 522 0 . 5% GEN SER OPT IONAL (TOO) 38 205 1 1 9 , 709 6,624,303 6 , 774 ,245 149,942 2 . 3% I R R I G  AND DRAINAGE FARM 48 4,347 139,992 6,524 , 5 0 1  7 , 1 2 2 , 771 598,270 9 . 2% IRRIG AND DRAI NAGE OTHER 49 139 1 3 , 955 599,766 638,681 38,916 6 . 5% DRAINAGE D I STRI CTS 97 2 1 , 522 68,306 72, 337 4 , 031 5 . 9% REVENUE CLASS TOTAL 78 , 1 1 9  1 2 , 5 14 , 250 $647,396,491 $671 , 704,490 $24 ,307,999 3 . 8% 

LARGE GENERAL ,SERVICE: 
FARM & RESIOENTIAL LGS 

DEMAND LEVEL I 82' 1 2 1 1 , 599 $524,437 $526,857 $2,419 0 . 5% DEMANO LEVEL I I  (TOO) 82' 1 1  1 9,614 463 , 172 470,966 7,794 1 .  7"1. GENERAL PR IMARY VOLTAGE 
DEMAND LEVEL I 83'1 66 336,557 1S ,378,330 1 5 , 507, 4 1 9  129, 089 0 . 8% DEMAND LEVEL I I  (TOO) 83' 1 1  107 3 , 4 1 0,621 1 5 2 , 166,305 1 5 2 , 7 1 2 , 972 546, 666 0.4% TOTAL 82 & 83 176 3 , 768,392 $168,532,245 $169 , 2 1 8 , 213 $685 , 969 0.4% 

LARGE INDUSTRIAL (TOO ) :  
TRANSMISSION VOLTAGE 89 2 454,521 $18,832,864 $18, 1 93 , 332 ($639,532) '3.4% 

STREETL I GHT I NG:  
STREET AND HI GH�AY L I GHTING 91 547 158,501 $21,348,168 $20 , 801 , 275 ($546,893) -2.6% TRAFF I C S I GNALS 92 96 34,719 1 , 71 4 , 755 1 , 816, 133 1 0 1 ,379 5 .9% RECREATI ONAL F I ELD L I GHTING 93 34 1 , 150 1 0 1 , 039 107,005 5 , 966 5 . 9% REVENUE' CLASS TOTAL 677 194, 370 $23 , 1 63 , 962 $22,724 , 4 1 3  ($439,549) - 1 .9% eo CONTRACTUAL SALES 99 5 3 , 681 , 231 $ 1 1 7,304,965 $123,744,583 $6,439 , 6 1 8  5 . 5% a1 :g �  REVENUE ADJUSTMENTS ( 6 , 833) ($828 ,000) ($828,000) 

; ffi �  EMPLOYEE DI SCOUNT ( 1 , 346,924) ( 1 , 435,070) 
- - - - - - - - - - - - - - - - - - - - - - - - � - � - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - �  - · · · - 5:8%· · · · ·  CA) 1-' 0  TOTAL (CYCLE YEAR BAS I S )  648 , 3 1 7  34, 424,889 $ 1 , 784 , 1 18 ,824 $ 1 , 886,835, 900 $102,717,076 � ============================================ .. ======== =;::; ;::;========::; ================ ================ =:=;::;;::; ::;========== ============== � O X  CONVERSION ADJ. - CYCLE TO CALENDAR YEAR 36,908 1 , 813 , 075 1 , 878,601 

" ",  ============ ================ ================ =============== ============== � ""' TOTAL ULTIMATE SALES (CALENDAR YEAR BASIS) 34,461 , 797 $ 1 , 785 , 93 1 , 899 $ l , 88B, 7 1 4 , 501 $102,782,602 5 . 8% 



PORTLAND GENERAL ELECTRIC COMPANY 
RATE DESIGN SUMMARY TABLE FORECAST STFPUC94 

For CALENDAR Years 27�Mar�95 MONTHLY REVENUE MODEL SCH102 at PF�93 Rate 
1995�96 Test Period 

REVENUES 
AFTER RPA AFTER RPA 

RATE AVERAGE KWH SALES --
E - 1 5  pH 1 - --E- 1 6  pH 1 - INCREASE_IN_REVENUES CUSTOMER CLAS S I FICATION SCHEDULE CUSTOMERS (OOO ' S )  WID ADJUSTMENTS Y/O ADJUSTMENTS ---AMOUNT PER� - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - � - - - - - - - - - - - - - - - - - � - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

RESIDENTIAL: 
SERVICE 7 569,338 1 3 , 8 1 1 , 054, $727,689,539 $785 , 1 1 2,971 $57,423,432 7.9% 

OUTOOOR L I GH T I NG RES 14R (670) 7,904 1 , 289,071 1 , 253,692 (35 , 378) - 2 .  r.< REVENUE CLASS TOTAL 569,338 13,81 8,958 $728,978,610 $786,366,664 $57,388,053 7.9% 

GENERAL SERVICE: 
OUTDOOR L I GHTING FARM 14C (269) 4 , 734 $728, 199 $702,898 ($25,301 ) - 3 . 5% OUTDOOR UGHTI NG GEN SER 15C (864) 27,531 2 , 9 1 2 , 522 3, 046, 847 134,325 4 . 6% FARM & RESIDENTIAL GEN SER 

DEMAND LEVEL I 3 1 - 1  1 7 , 245 41 7,967 $24 , 5 5 1 , 8 1 1  $25 ,982,031 $ 1 , 430, 220 5 .8% DEMAND LEVEL I I  3 1 - 1 1  892 478 , 3 1 1  20,91 1 , 191 2 1 , 139,816 228,625 1 . 1 %  DEMAND LEVEL 1 1 1  (TOO) 3 1 - 1 1 1  1 25,631 1 , 029,913 999,461 (30,452) - 3 . 0% 
GENERAL SECONDARY VOLTAGE 

DEMAND LEVEL 1 32-1 45 ,972 1 ,940,248 1 1 9 , 1 5 1 ,360 1 2 5 , 889,649 6 , 738,289 5 . 7'.< DEMAND LEVEL 1 1  32- 1 1  9 , 1 79 7,721,341 381 , 576,960 394,423,914 1 2,846,954 3.4% DEMAND LEVEL 1 1 1  (TOO) 32- 1 1 1  1 26 1 ,621 ,3 1 6  76,912,393 78,285, 588 1 ,373 , 195 1 .8% 
TOTAL 31 & 32 73, 4 1 4  1 2 , 204,815 $624, 133,628 $646,720,460 $22,586,831 3.6% FARM AND RES OPTIONAL (TOO) 37 1 2  1 , 992 99,591 97, 942 ( 1 ,649) - 1 .  7% GEN SER OPTIONAL (TOO) 38 205 1 19,709 6 , 624,303 6 , 774,245 149,942 2.3% I R R I G  AND DRAI NAGE FARM 48 4,347 139,992 5 , 692,952 6 , 1 38, 631 445,679 7.8% I R R I G  AND DRAI NAGE OTHER 49 139 1 3 , 955 599,766 638,681 38,916 6.5% DRAINAGE D I ST R I CTS 97 2 1 , 522 68,306 72,337 4 , 031 . 5 .9% REVENUE CLASS TOTAL 78, 1 19 1 2 , 5 14,250 $640,859,268 $664, 192,042 $23,332,774 3.6% 

LARGE GENERAL SERVICE: 
FARM & RESIDENTIAL LGS 

DEMAND LEVEL 1 82-1 2 1 1 ,599 $455,540 $445 , 3 1 7  ( $ 1 0 , 223) - 2 . 2% DEMAND LEVEL 1 1  (TOO) 82- 1 1  1 9 , 6 1 4  406, 063 403,378 (2,685) - 0 . 7'.< GENERAL PRI MARY VOLTAGE 
DEMAND LEVEL 1 83-1 66 33�,557 1 5 , 378,330 1 5 , 507,419 129,089 0.8% DEMAND LEVEL 11 (TOO) 83- 1 1  107 3 , 4 1 0 , 621 152, 166,305 152,712,972 546,666 0 .4% TOTAL 82 & 83 176 3 , 768,392 $168,406, 239 $169,069,085 $662,846 0 . 4% 

LARGE INDUSTRIAL (TOO ) :  
TRANSM I SS I ON VOLTAGE 89 2 454,521 $ 1 8 , 832, 864 $18, 1 93,332 ($639,532) -3.4% 

STREETL 1 GHTI NG: 
STREET AND H I GHWAY L I GH T I N G  9 1  547 158,501 $21 , 348, 168 $20,801 , 275 ($546, 893) - 2 . 6% CO TRAFF I C  S I GNALS 92 96 34,719 1 , 71 4 , 755 1 ,816, 133 101 ,379 5 . 9% RECREATIONAL FIELD L I GHTING 93 34 1 , 150 101 , 039 107,005 5 , 966 5 . 9% CJ1 REVENUE CLASS TOTAL 677 194,370 $23, 163,962 $22,724, 4 1 3  ($439,549) - 1 . 9% 

CONTRACTUAL SALES 99 5 3,681 , 23 1  $ 1 1 7 , 304,965 $123,744, 583 $6,439, 618 5 . 5% • .� '6 c,¢ 0 ""0  REVENUE ADJUSTMENTS ( 6 , 833) ($828,000) ($828,000) m m  EMPLOYEE D I SCOUNT ( 1 , 1 1 1 , 007) ( 1 , 1 62 , 059) � Z 
"' 0  - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - _ _ _ _  w o o .  - - - - - - - - - - - - � - �  - - - - - - - - - - - - - - - - - - - � - - - - - - - - . - - - - - - - - - - - - � - -� TOTAL (CYCLE YEAR 8AS I S )  648,317 34,424,889 $1 , 695, 606,901 $ 1 , 782,300,060 $86,693 , 1 59 5 . 1% l" O X  
-n ============================================" ======== ============ ================ ================ =============== ============== 0 CONVERSION ADJ. - CYCLE TO CALENDAR YEAR 36,908 1 , 734,798 1 , 71 4 , 874 eN ============ ================ ================ =============== ============== 

TOTAL ULTIMATE SALES (CALENDAR YEAR 8ASIS) 34,461 , 797 $1 , 697,341 , 699 $1 , 784,014,934 $86,673,235 5 . 1 %  



PORTLAND GENERAL ELECTRIC COMPANY 
RATE DESIGN SUMMARY TABLE FORECAST STFPUC94 

For CALENDAR Years 25-Mar-95 MONTHLY REVENUE MODEL SCH102 at PF-93 Rate 
1995-96 Test Period 

REVENUES 
AfTER RPA AfTER RPA 

RATE AVERAGE KYH SALES -y.-15 PH-I ----g- 1 6  pH I - I NCREASE_I N_REVENUES 
CUSTOMER CLASS I F I CATION SCHEDULE CUSTOMERS (OOO ' S )  Ui  th Adjustments Y i th Adjustments ---AMOUNT PER� 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

RESIDENTIAL: 
SERVICE 7 569,338 1 3 , 8 1 1 , 054 $743 ,986,584 $801 , 4 1 0 , 0 1 5  $57,423,432 7. ?'!. 

OUTOooR L I GHTING RES 14R (670) 7, 904 - 1 , 292, 153 1 , 256,775 (35 , 378) - 2 . ?'!. 
REVENUE CLASS TDTAL 569,338 1 3 , 81 8 , 958 $74 5 , 278,737 $802,666, 790 $57,388,053 7. ?'I. 

GENERAL SERVIcE : 
OUTOooR L I GHTING FARM 14C (269) 4 , 734 $730,046 $704 , 745 ($25,301) - 3 .5% 
OUTOooR L I GHTING GEN SER 15C (864) 27,531 2 ,946 , 1 1 1  3 , 080,4�5 134,325 4 .6r. 
FARM & RESIDENTIAL GEN SER 

DEMAND LEVEL I 3 1 - 1  1 7 , 245 4 1 7 , 967 $24 , 78 1 , 693 $26, 2 1 1 ,913 $1 , 430,220 5 . 8% 
DEMANO LEVEL I I  31 - 1 1  892 478 , 3 1 1  20, 686,385 20, 91 5 , 010 228,625 1 . 1% 
DEMAND LEVEL I I I  (TDD) 3 1 - 1  I I  1 25 , 631 1 , 017,867 987, 415 (30,452) - 3 . 0% 

GENERAL SECDNDARY VDLTAGE 
DEMAND LEVEL I 32- 1 45, 972 1 ,940,248 1 2 1 , 828, 903 128,567,192 6 , 738,289 5 . 5% 
DEMANO LEVEL I I  32- 1 1  9 , 1 79 7,721,341 384,356, 642 397,203,597 1 2 , 846,954 3.3% 
DEMAND LEVEL I I I  (TDD) 32- 1 1 1  126 1 ,621 , 3 1 6  77,496, 067 78,869,262 1 , 373,195 1 . 8% 

TDTAL 31  & 32 73,414 1 2 , 204,815 $630, 1 67,557 $652,754,388 $22,586,831 3 . 6% 
FARM AND RES DPTIDNAL (TDO) 37 1 2  1 ,992 9Jl, 735 97,086 ( 1 , 649) - 1 .  ?'I. 
GEN SER DPT I DNAL (TDD) 38 205 1 1 9 , 709 6 , 672,186 6,822,129 149,942 2 . 2% 
I R R I G  ANO ORAINAGE FARM 48 4 , 347 139, 992 5 , 796,546 6,242, 224 445, 679 7 . T'!.  
I R R I G  AND DRAINAGE DTHER 49 139 1 3 , 955 621 , 675 660,590 38,916 6 . 3% 
DRAI NAGE D I STRI CTS 97 2 1 , 522 69,843 73, 874 4 , 03 1  5 . 8% 

REVENUE CLASS TDTAL 78, 1 19 1 2 , 5 1 4 , 250 $647, 1 0 2 , 698 $670,435,472 $23 , 332, 774 3 . 6% 

LARGE GENERAL SERV I C E :  
FARM & RESIDENTIAL LGS 

OEMANO LEVEL I 82-1 2 1 1 , 599 $449,625 $439,402 ( $ 1 0 , 223) -2 .3% 
OEMANO LEVEL I I  (TDO) 82- 1 1  1 9 , 6 1 4  401 , 160 398,474 (2,685) - 0 .7% 

GENERAL PRIMARY VDLTAGE 
OEMANO LEVEL I 83- 1  . 66 336,557 1 5 , 486,028 1 5 , 61 5 , 1 1 7  129, 089 0 . 8X 
OEMANO LEVEL I I  (TOO) 83- 1 1  107 3 ,4 1 0 ,621 1 53 , 25 7 , 704 1 53 , 804,371 546, 666 0 . 4% 

TDTAL 82 & 83 176 3 , 768,392 $169,594 , 5 1 7  $170, 257,363 $662, 846 0 . 4% 

LARGE I NOUSTRIAL (TDD ) :  
TRANSM I SSIDN VDLTAGE 89 2 454,521 $ 1 8 , 969,221 $18,329,688 ($639,532) -3.4% 

STREETLIGHTING: 
STREET AND H I GHYAY L I GHTING 91 547 158,501 $21 ,541 , 539 $20,994,646 ($546,893) - 2.5% 
TRAFF I C  S IGNALS 92 96 34,719 1 , 75 2 , 945 1 , 854,324 101 , 379 5 . 8% 
RECREATIDNAL F i elD l i GHTING · 93 34 1 , 150 103,271 109,237 5 , 966 5 . 8% (0 

REVENUE CLASS TOTAL 677 194,370 $23,397,756 $22,958, 206 ($439,549) - 1 .9% 

CDNTRACTUAL SALES 99 5 3 , 681 , 231 $ 1 1 8 , 1 1 4 , 836 $124,591 , 266 $6,476,431 5 . 5% C.11 
-0 »  il1 :g  REVENUE ADJUSTMENTS ( 6 , 833) ($828,000) ($828,000) 

e 

m S2  EMPLOYEE D I SCOUNT ( 1 , 1 3 5 , 889) ( 1 , 186 , ' 28) CA:l \.N O  - - - - . - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - . _ - - - - - _ . _ - - - - - - - - - .  - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - . - - - - - - - - - - -
� TDTAL (CYCLE YEAR BASI S )  648 , 3 1 7  34,424,889 $1 , 720,493,875 $1 , 807,224, 658 $86,730, 783 5 . 0% l.'O 

O X  ===========================================� ======== ============ ================ ================ =============== ============== � " ",  CDNVERSIDN ADJ. - CYCLE TD CALENDAR YEAR 36,908 1 , 762,506 1 , 740, 965 \.N ========:==== =======:========= ================: ===========:==== ==:=======::;==== -

TDTAL ULTIMATE SALES ( CALENOAR YEAR BASI S) 34 , 46 1 , 797 $1 , 722, 256,381 $ 1 , 808,965 , 623 $86,709,242 5 . 0% 
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Percent of Marginal Costs 
Based on 1 995/1996 Loads and Costs 

Base Revenues w/o Adjustment Clauses 

Indexed(1 )  Indexed(1 ) 
Marginal Costs Present Revenue % of % of Proposed Revenue % of % of 

Loads ($000) mills/kWh ($000) mills/kWh Marg Cost Marg Cost ($000) mills/kWh Marg Cost Marg Cost 
(a) (b) (c) (d) (e) (I)=(e)/(c) (g) (h) 

Residential 13,811 ,054 $ 1 , 1 75,680 85.13 $809,727 58.63 68.9% 91.7% $882,205 

Small Commercial 2,358,215 $196,105 83.16 $146,186 61.99 74.5% 99.2% $154,810 

Medium Commercial! 
Industrial (2) 8,547,808 $529,544 61.95 $421,235 49.28 79.5% . 1 05.9% $434,961 

Large Commerciall 
Industrial (3) 5,521,703 $279,044 50.54 $249,557 45.20 89.4% 1 1 9.1 % $250,843 

Optional Time-ol-Day 121 ,701 $7,192 59.10 $6,736 55.35 93.7% 124.7% $6,886 

Irrigation & Drainage 
Pumping Service 1 53,947 $ 1 9,342 125.64 $7,124 46.28 36.8% 49.0% $7,761 

Lighting (4) 
(Energy Charges Only) 233,389 $ 1 3,974 59.87 $12,606 54.01 90.2% 120.1% $13,331 

Grand Total (5) 30,780,566 $2,221 ,244 72.16 $1 ,668,627 54.21 75.1% 1 00.0% $1 ,764,970 

Notes: 

( 1 )  To index, each classes' percent 01 marginal costs was multiplied by the ratio 01 total marginal costs to total present/proposed revenue. 
(2) Sch 31/32 II, Sch 82/83 I 
(3) Sch 31132 III, Sch 82/83 II, and Sch 89 
(4) Sch 14, 15,  9 1 ,  and 92 
(5) Includes misc. schedules, adjustments to revenue, and fixed streetlight costs, 

(i) O)=(i)/(c) (k) 

63.88 75.0% 94.4% 

65.65 78.9% 99.4% 

50.89 82. 1 %  1 03.4% 

45.43 89.9% 1 1 3. 1 %  

56.58 95.7% 120.5% 

50.42 40.1% 50.5% 

57.12 95.40/0 120. 1 %  

57.34 79.5% 1 00.0% 
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