121 SW Salmon Street ® Portland, Oregon 97204
(503) 464-8926 » Facsimile (503) 464-2200

\\
/PGE Portland General Electric Company Douglas C. Tingey
\ Legal Department Assistant General Counsel

January 9, 2008
Via Electronic Filing and U.S. Mail

Oregon Public Utility Commission
Attention: Filing Center

550 Capitol Street NE, #215

PO Box 2148

Salem OR 97308-2148

Re: UE 180, 181 AND 184
Attention Filing Center:

Enclosed for filing in the captioned dockets are an original and one copy of:

¢ REPLY OF PORTLAND GENERAL ELECTRIC TO MOTION FOR
RECONSIDERATION.

This document is being filed by electronic mail with the Filing Center. Hard copies are
to be sent via US Mail.

An extra copy of this cover letter is enclosed. Please date stamp the extra copy and return
it to me in the envelope provided.

Thank you in advance for your assistance.

Sincerely,

DA A
///7 &7 j./?
DOUGLAS C. TINGEY

DCT:saa
Enclosure

cc: Service List-UE 180/181/184



CERTIFICATE OF SERVICE

I hereby certify that I have this day caused REPLY OF PORTLAND GENERAL ELECTRIC
TO MOTION FOR RECONSIDERATION to be served by electronic mail to those partics
whose email addresses appear on the attached service list, and by First Class US Mail, postage
prepaid and properly addressed, to those parties on the attached service list who have not waived
paper service.

Dated at Portland, Oregon, this 9th day of January 2008.

A A
DOUGLAS C. TINGEY
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SERVICE LIST

UE 180, UE 181, UE 184

JIM DEASON (C)

ATTORNEY AT LAW

1 SW COLUMBIA ST, SUITE 1600
PORTLAND OR 97258-2014
jimdeason @comecast.net

TAMARA FAUCETTE

1001 SW 5TH AVE STE 2000
PORTLAND OR 97204
tfaucette @chbh.com

ROBERT VALDEZ

PO BOX 2148

SALEM OR 97308-2148
bob.valdez @state.or.us

EDWARD A FINKLEA
1001 SW 5TH - STE 2000
PORTLAND OR 97204
elinklea@cablehuston.com

ANN L FISHER (C)
ATTORNEY AT LAW PO BOX 25302
PORTLAND OR 97298-0302

cnerglaw @aol.com

CHAD M STOKES

1001 SW 5TH - STE 2000
PORTLAND OR 97204
cstokes @cablehuston.com

KURT J BOEHM (C)
ATTORNEY

36 ESEVENTH ST - STE 1510
CINCINNATI OH 45202
kboehm@bkllawfirm.com

LOWREY R BROWN (C)
UTILITY ANALYST

610 SW BROADWAY - STE 308
PORTLAND OR 97205
lowrey@oregoncub.org

MICHAEL L KURTZ (C)

36 E7TH ST STE 1510
CINCINNATI OH 45202-4454
mkurtz @bkllaw{irm.com

TASON EISDORFER (C)
ENERGY PROGRAM DIRECTOR
610 SW BROADWAY STE 308
PORTLAND OR 97205

jason @oregoncub.org

GEOFFREY M KRONICK
PO BOX 3621 LC7
PORTLAND OR 97208-3621
omkronick @bpa.eov
*Waived Paper Service

JIM ABRAHAMSON (C)
COORDINATOR

PO BOX 7964

SALEM OR 97301

jim@cado-oregon.org

JAMES T SELECKY (C)

1215 FERN RIDGE PKWY - STE 208
ST. LOUIS MO 63141

tselecky @consultbai.com

WILLIAM H CHEN
REGULATORY CONTACT

ONE MARKET ST

SPEAR TOWER - 36TH FL

SAN FRANCISCO CA 94105-1420
bill.chen @constellation.com
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DANIEL W MEEK (C)
ATTORNEY AT LAW
10949 SW 4TH AVE
PORTLAND OR 97219
dan@meek.net

S BRADLEY VAN CLEVE (C)
333 SW TAYLOR - STE 400
PORTLAND OR 97204
mail@dvclaw.com

STEPHANIE S ANDRUS (C)
ASSISTANT ATTORNEY GENERAL
REGULATED UTILITY & BUSINESS
SECTION

1162 COURT ST NE

SALEM OR 97301-4096
stephanie.andrus @state.or.us

LORNE WHITTLES

MGR - PNW MARKETING
1161 W RIVER ST STE 250
BOISE ID 83702

Iwhittles @epcor.ca

LINDA K WILLIAMS (C)
ATTORNEY AT LAW
10266 SW LANCASTER RD
PORTLAND OR 97219-6305
linda@lindawilliams.net

HARVARD P SPIGAL
ATTORNEY AT LAW

222 SW COLUMBIA ST STE 1400
PORTLAND OR 97201-6632
hspigal @prestongates.com

ANDREA FOGUE (C)
SENIOR STAFF ASSOCIATE
PO BOX 928

1201 COURT ST NE STE 200
SALEM OR 97308

afogue @orcities.org

KATHERINE A MCDOWELL
ATTORNEY

520 SW SIXTH AVE - SUITE 830
PORTLAND OR 97204

katherine @mcd-law.com

LON L PETERS (C)

607 SE MANCHESTER PLACE
PORTLAND OR 97202
Ipeters@pacifier.com

*Waived Paper Service

ELISA M LARSON (C)
ASSOCIATE COUNSEL
220 NW 2ND AVE
PORTLAND OR 97209
eml @nwnatural.com

ALEX MILLER (C)

DIRECTOR - REGULATORY AFFAIRS
220 NW SECOND AVE

PORTLAND OR 97209-3991
alex.miller@nwnatural.com

OREGON DOCKETS 825 NE
MULTNOMAH ST

STE 2000

PORTLAND OR 97232
oregondockets @pacificorp.com

BENJAMIN WALTERS (C)
1221 SW 4TH AVE - RM 430
PORTLAND OR 97204
bwalters @ci.portland.or.us
*Waived Paper Service

RICHARD GRAY (C)
1120 SW STH AVE RM 800
PORTLAND OR 97204
richard.gray @pdxtrans.org
*Waived Paper Service
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DAVID TOOZE

721 NW 9TH AVE -- SUITE 350
PORTLAND OR 97209-3447
dtooze@ci.portland.or.us
*Waived Paper Service

JUDY JOHNSON

PO BOX 2148

SALEM OR 97308-2148
judy.johnson @state.or.us

THEODORE E ROBERTS
101 ASH ST HQ 12B

SAN DIEGO CA 92101-3017
troberts @sempra.com
*Waived Paper Service

LINDA WRAZEN

101 ASH ST HQ8C

SAN DIEGO CA 92101-3017
Iwrazen @sempraglobal.com
*Waived Paper Service

SCOTT H DEBROFF

RIVER CHASE OFFICE CENTER
4431 NORTH FRONT ST
HARRISBURG PA 17110
sdebroff @sasllp.com
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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UE 180/ UE 181/ UE 184

In the Matter of

PORTLAND GENERAL ELECTRIC
COMPANY

Request for a General Rate Revision (UE 180),

In the Matter of

PORTLAND GENERAL ELECTRIC
COMPANY

Annual Adjustments to Schedule 125 (2007
RVM Filing) (UE 181),

In the Matter of

PORTLAND GENERAL ELECTRIC
COMPANY

Request for a General Rate Revision relating to
the Port Westward Plant (UE 184).

N N N N N N N N N N N N N N N N N N N N N N N N N

REPLY OF PORTLAND
GENERAL ELECTRIC
TO MOTION FOR
RECONSIDERATION

Portland General Electric (“PGE”) submits this reply to the Motion for Reconsideration

of the Citizens’ Utility Board dated December 18, 2007. CUB seeks reconsideration of Order

07-454, that allowed Port Westward rates to go into effect permanently. Specifically CUB

requests that the Commission update only the state tax rate applied to PGE’s net earnings.

CUB’s request is inconsistent with basic ratemaking principles explained in that very order.

PROCEDURAL BACKGROUND

This is, hopefully, the last chapter in a lengthy general rate case that began in March
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2006. One of the issues in this docket was the inclusion in rates the costs of the Port Westward
generating facility. The Port Westward plant came on line on June 11, 2007. Following a public
meeting, on June 14, 2007, the Commission allowed PGE to include in customer rates the costs
associated with the newly completed Port Westward generating facility, subject to refund. Order
07-273. Pursuant to that Order, and Order 07-015, Staff and intervenors had until June 26, 2007,
to submit motions seeking the reopening of this docket to reexamine “PGE’s costs in light of
changes since Order 07-015 was issued.” Order 07-273 at 5. On June 26, 2007, two motions
were filed. Staff filed a Motion for Order Allowing Rates to go into Effect Permanently. CUB
filed a Motion to Reopen. On July 10, 2007, CUB filed a Response to Staff Motion. On July 11,
2007, PGE filed a reply to both the Staff and CUB motions. On October 22, 2007, the
Commission entered Order 07-454 that allowed the rates (Advice No. 07-15) to go into effect on
a permanent basis. CUB seeks reconsideration of that Order.

PREVIOUS MOTIONS

In its June motion to reopen, CUB pointed to three specific areas where it claimed that
costs and revenues significantly deviated from test-year forecasts: the state tax rate, Port
Westward capital costs, and increased revenues due primarily to variable power costs. Pointing
to these three specific areas, CUB argued that rates should be reexamined. CUB did not address
the appropriateness of the rates in general.

Staff identified the same income tax and rate base issues as CUB but also recognized that
other expenses would be higher than forecast in the test year. Staff developed a proxy test year
using available actual results and 2007 budget information. Staff’s analysis showed that
projected revenues were lower than what was forecast in setting rates, and fixed O&M and

Depreciation and Amortization expenses were expected to be higher than forecast in the test
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year. Staff’s analysis further showed that these adjustments, if made, would result in a higher
revenue requirement than the Commission had previously established. Staff concluded that there
had been no material deviation from the test period projections that would warrant reexamining
test year costs.

In response to the motions, PGE also provided an analysis comparing the test year
forecast with projected earnings, using the 4 months of actual data available. That analysis also
showed no significant difference with the forecast used to set rates. PGE also pointed out some
costs that were projected to be higher than test year forecast, such as property tax and O&M.
PGE also pointed out weaknesses in CUB’s analysis.

THE COMMISSION’S DECISION

Order 07-454 explained that the 15 day period was to “provide our Staff and intervenors
an opportunity to examine whether PGE’s costs and revenues had sufficiently deviated from the
forecasts earlier used to set rates.” Order 07-454 at 5. The Order continues:

we must apply traditional ratemaking principles. We may not, as CUB appears to

request, use profits of PGE during the first four months of 2007 to reduce future rates.

(citation omitted). Moreover, we may not focus on one cost element while ignoring

others. Because increases elsewhere may offset decreases, a change to one cost element

does not, by itself, automatically require an adjustment to rates.
Id. The Order continues:

we must examine PGE’s current financial performance as if we were setting new rates.

In other words, we must view costs and revenues holistically and in a manner consistent

with establishing a test year for ratemaking purposes . . .

ld.

After this explanation, the Commission stated “[f]or these reasons, we find the methodology

used by Staff most appropriate for this exercise.” Id.

PAGE - 3 -REPLY OF PORTLAND GENERAL ELECTRIC TO MOTION FOR
RECONSIDERATION



When specifically addressing CUB’s income tax claim, the Commission recognized that
the automatic adjustment mechanism adopted pursuant to SB 408 will adjust rates, with interest,
and then stated:

Moreover, as we have stated, a determination of whether rates are “fair, just and

reasonable” must be based on a review of all revenues and costs rather than a single cost

element. For these reasons, an adjustment to base rates is not required by law.
Id. at 6.
DISCUSSION

CUB claims two possible grounds for reconsideration under OAR 860-014-0095(3): an
error of law or fact in the order which is essential to the decision, or good cause for further
examination of a matter essential to the decision. CUB has shown neither.

Notwithstanding the clear, and correct, statement of ratemaking principles and law
contained in the Order, requiring that all revenues and costs must be considered and not just a
single cost element, CUB again urges the Commission to adjust rates based on a single cost
element. CUB has not questioned the Commission’s reasoning or the principles it applied. Yet,
CUB seems to ignore these principles and legal requirements. In fact, in its motion CUB quoted
part of the paragraph just set forth above, but left out the two sentences set forth above. The
Commission properly concluded that “a determination of whether rates are ‘fair, just and
reasonable’ must be based on a review of all revenues and costs rather than a single cost
element.” Order 07-454 at 6.

CUB has not made a showing that the Commission committed error. Nor has CUB even
attempted to show that, considering all costs and revenues, that rates are not fair, just and
reasonable. CUB continues to advocate an adjustment based on a single cost element, tax, and

only a part of that cost element. Staff’s analysis, that the Commission relied on in issuing its
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Order, included that impact of the change in the income tax rate, and showed that when that
change and other changes in costs and revenues are taken into account, PGE’s revenue
requirement would be higher than used in setting rates, meaning that rates would need to be
raised. In fact, Staff noted that lower projected revenues and increased O&M expense “would
have a much greater impact to increasing the revenue requirement than the offset of adjusting the
State Tax Rate.” Motion for Order Allowing Rates to Go Into Effect Permanently, p. 6.

CUB’s discussion regarding the effect of SB 408 is irrelevant. They are focusing on a
subset of a subset of costs. As the Commission has rightly decided and as discussed above, the
appropriate test is total costs and revenues.

CONCLUSION

CUB’s motion for reconsideration should be denied. CUB has shown no error of law or
fact. The Commission properly determined that the rates put into effect shortly after Port
Westward entered service for customers were fair, just and reasonable.

DATED this 9th day of January, 2008.

Respectfully submitted,

/s / Douglas C. Tingey

Douglas C. Tingey, OSB No. 04436
Assistant General Counsel

Portland General Electric Company
121 SW Salmon Street, IWTC1301
Portland, Oregon 97204

(503) 464-8926 phone

(503) 464-2200 fax
doug.tingey@pgn.com
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