Davison Van Cleve pc

Attorneys at Law

TEL (503) 241-7242 e FAX (503) 241-8160 e mail@dvclaw.com
Suite 400
333 SW Taylor
Portland, OR 97204

February 24, 2011
Via Fedex

Public Utility Commission
Attn: Filing Center

550 Capitol St. NE #215
P.O. Box 2148

Salem OR 97308-2148

Re:  Inthe Matter of OREGON PUBLIC UTILITY STAFF Requesting the
Commission direct PORTLAND GENERAL ELECTRIC COMPANY to file
tariffs establishing automatic adjustment clauses under the terms of SB 408
Docket No. UE 178(4)

Dear Filing Center:

Enclosed for filing please find an original and one copy of a Motion to Admit Pre-
filed Testimony and Exhibits (with Affidavit) on behalf of the Industrial Cusiof Northwest
Utilities in the above-referenced docket, with the certificate of proofrafcgeattached. Please
also find an original and five (5) copies of Exhibit ICNU/106, which ICNU and PGE have
stipulated should be admitted to the record.

Please feel free to call our office at (503) 241-7242 if you have any questions.
Thank you for your assistance.

Sincerely yours,

/s/ Sarah A. Kohler
Sarah A. Kohler

Enclosures
ccC: Service List



CERTIFICATE OF SERVICE
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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON
UE 178(4)

In the Matter of
INDUSTRIAL CUSTOMERS OF
NORTHWESTUTILITIES MOTION TO
ADMIT PREFILED TESTIMONY AND
EXHIBITS AND STIPULATED EXHIBITS

PORTLAND GENERAL ELECTRIC
COMPANY

to File Tariffs Establishing Automatic
Adjustment Clause Under the Terms of
SB 408.

N N N N N N N N

The Industrial Customers of Northwest Utilities (“ICNU”) hereby mowes the
following pre-filed testimony and exhibits submitted on behalf of ICNU be taelinio the
record: Testimony (ICNU/100) and Exhibits (ICNU/101-105/Blumenthal). ICNO adoves to
admit Exhibit ICNU/106, which contains data responses of Portland Genecali&("PGE”) to
ICNU data requests, which ICNU and PGE have stipulated should be admitted tmothe re

Exhibit ICNU/106 and the original affidavit of Ellen Blumenthal attestio the
truth and accuracy of the testimony and exhibits are attached.

Dated this 24th day of February, 2011.

Respectfully submitted,
DAVISON VAN CLEVE, P.C.
/s/ S Bradley Van Cleve

S. Bradley Van Cleve

333 S.W. Taylor, Suite 400
Portland, Oregon 97204
(503) 241-7242 telephone
(503) 241-8160 facsimile
bvc@dvclaw.com

Of Attorneys for Industrial Customers
of Northwest Utilities
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BEFORE THE OREGON PUBLIC UTILITY COMMISSION

UE 178(4)
In the Matter of )
)
PORTLAND GENERAL ELECTRIC )
COMPANY )
)
Filing of tariffs establishing automatic )
adjustment clause under the terms of )

SB 408.

EXHIBIT ICNU/106
PORTLAND GENERAL ELECTRIC COMPANY

RESPONSE TO ICNU DATA REQUESTS 24, 25, and 42-47

February 25, 2011
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November 1, 2010

TO: S. Bradley Van Cleve
Davison Van Cleve, P.C.

FROM: Randy Dahlgren
Director, Regulatory Policy & Affairs

PORTLAND GENERAL ELECTRIC
UE 178
PGE Responseto |CNU Data Request
Dated October 21, 2010
Question No. 024 (5.24)

Request:

Refer to Workpaper M. Explain in detail what the Utility Oregon Tax Rate Change
is, how it was calculated and all other infor mation necessary to determinethe
reasonableness of thisamount.

Response:

PGE calculates current taxes under the stand-alone method using the 7.9% Oregon state
tax rate, as reported on work paper “M”. Deferred tax balances, however, are calculated
based on the expected tax rate in the year they are recognized on a tax return. Because of
the 2009 increase in Oregon corporate tax rates, all deferred tax items had to be adjusted
to this new rate. The adjustment on the line titled “Utility Oregon Tax Rate Change” of
work paper “M” reflects this adjustment to deferred taxes. Please see work paper “Q” for
the determination of the amount included on work paper “M” for “Utility Oregon Tax
Rate Change”.

Please also see PGE’s responses to OPUC Data Request No. 007 and ICNU Data Request
No. 025.

\lipfswtc4\g1\ratecase\opuc\dockets\ue-178\2010 tax report for 2009 tax year\dr-in\icnu_pge\final\dr_024.doc
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November 1, 2010

TO: S. Bradley Van Cleve
Davison Van Cleve, P.C.

FROM: Randy Dahlgren
Director, Regulatory Policy & Affairs

PORTLAND GENERAL ELECTRIC
UE 178
PGE Responseto |CNU Data Request
Dated October 21, 2010
Question No. 025 (5.25)

Request:

Refer to Workpaper Q. Explain in detail what is shown on thisworkpaper, the
basisfor the amounts, and the use of these amountsin the tax report.

Response:

Deferred tax balances are calculated based on the expected tax rate in the year they are
recognized on atax return. Because of the 2009 increase in Oregon corporate tax rates to
7.9%, al deferred tax items had to be adjusted to this new rate. Work paper “Q”
illustrates the impact of the Oregon corporate tax rate change by deferred tax generd
ledger account. The amount determined on the line titled “Total Utility Rate Change” of
work paper “Q” is used on work paper “M” to adjust PGE’s “Federal Tax Liability” for
the impact of the corporate tax rate change on deferred taxes.

Please also see PGE'’ s responses to OPUC Data Request No. 007 and ICNU Data Request
No. 024.

\\ipfswtc4\gl\ratecase\opuc\docketsiue-178\2010 tax report for 2009 tax year\dr-in\icnu_pge\final\dr_025.doc



February 23, 2011

TO: S. Bradley Van Cleve
Davison Van Cleve, P.C.

FROM: Randy Dahlgren
Director, Regulatory Policy & Affairs

PORTLAND GENERAL ELECTRIC
UE 178
PGE Response to ICNU Data Request
Dated February 21,2011
Question No. 042

Request:

Refer to UE 178(4)/Joint Testimony in Résponse to ICNU/ZOS. Provide detailed
calculations that show the development of the amounts on line 3a and 3b.

a. Provide all source documentation and assumptions‘for each amount.
b. For each amount included in the calculations; provide the related
reference to the Commission’s SB 408 rules.

Response:

The amount on line 3a of Joint Testimony Exhibit 205 represents the adjustment needed
in order to correct Ms. Blumenthal’s calculation in ICNU Exhibit 205 by excluding non-
depreciation amounts from the “Depreciation and Amortization” line of the ROO that she
uses as a proxy for book depreciation. This line included substantial amounts for
regulatory deferral amortization, which are not depreciation related. Line 3ais calculated
by determining the difference between line 2 and line 3, then subtracting this amount
~ from the actual total depreciation-related deferred tax amount.

The amount on line 3b of Joint Testimony Exhibit 205 represents the adjustment needed
in order to correctly reflect non-depreciation-related deferred taxes. Line 3b is calculated
by determining the difference between the total utility deferred Schedule M amount and
the total depreciation-related deferred Schedule M amount.

4. The amounts on line 2 and line 3 were provided in PGE work papers “E” and
“(¥’, respectively. The total depreciation-related deferred tax amount was



PGE Response to JCNU Data Request No. 042
February 23, 2011

Page 2

provided by PGE on work paper “02” (the total of the “Utility Depreciation
Related Sch Ms” column).

The total utility deferred Schedule M amount was provided by PGE on work
paper “O2” (the total of the “Utility Deferred Sch Ms” column). :

These amounts are included pursuant to Oregon Administrative Rule 860-022-

0041(2)(b), 860-022-0041(2)(1), 860-022-0041(4)(d)(a), 860-022-0041(4)(j)(a)
and Oregon Revised Statute 757.268(13)(EXC).

sratecaseropucidockets\ne- 17812018 tax report for 2009 tax yeardr-in\icru_pgetdr_042.doc
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February 23, 2011

- TO: S. Bradley Van Cleve
Davison Van Cleve, P.C.

FROM: Randy Dahlgren
Director, Regulatory Policy & Affairs

PORTLAND GENERAL ELECTRIC
UE178
PGE Response to ICNU Data Request
Dated February 21, 2011
Question No. 043

Request:

Explain in detail how PGE accounts for the salvage cqmponent of depreciation
expense on its books and records.

a. Is salvage recorded in its own account or is it included in the depreciation
expense accrual?

Response:

PGE objects to this request on the basis that it is beyond the scope of the Joint Testimony
in Response to ICNU filed in this dockef on February 19, 2011.

Without waiving this objection, please see PGE’s Response to ICNU Data Request
No. 32 for information regarding the treatment of salvage costs.

svratecaseiopucidocketsiue- 17812010 tax report for 2009 tax year\dr-imiienu_pge\dr_043.doc
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February 23, 2011

TO: S. Bradley Van Cleve
- Davison Van Cleve, P.C.

FROM: Randy Dahlgren
Director, Regulatory Policy & Affairs

PORTLAND GENERAL ELECTRIC
UE 178
PGE Response to ICNU Data Request
Dated February 21, 2011
Question No. 044

Request:

Confirm that the deferred taxes reflected on WP O2 and on Response
Testimony/205 include a SB 408 deferral for 2009 of $12.7 million.

a. Explain why this deferral was set up.

b. Does this deferral imply that the Company antlcxpated a surcharge or
refund for 2009? Explain.

¢. Confirm that this deferral is included in the calculation of the iterative
effect of SB 408 in the Company’s original SB 408 Tax Report.

d. Is it true that the iterative effect on the original Tax Report would be
approximately $4.9 million less if the deferred tax was not included on WP
02? Explain.

Response:

Yes, PGE work paper “02” and line 3b of Joint Testimony Exhibit 205 include a deferral
related to an SB 408 accrual for the 2009 tax year.

a. This deferral amount is related to an accrual established pursuant to Financial
Accounting Standard Codification Topic Nos. 450 and 980. These accounting
standards require companies to record an estimated accrual for amounts
determined to be known, measurable, and probable.

b. The accrual implies that PGE estimated an SB 408 refund for the 2009 tax year.
Please see the response Lo part “a” above.

c. Yes, this deferral is included in the calculation of the iterative effect in PGE’s

original SB 408 tax report for the 2009 tax year.



ICNU/106

PGE Response to ICNU Data Request No. 044 ICNU/7 of 14

February 23, 2011
Page 2

d. We understand this data request to be seeking information regarding the iterative
effect adjustment under PGE’s initial filing (which reflected PGE’s deferral
referenced in part “a” above) and the Stipulation. While under the Stipulation the
adjustment for the iterative effect would be reduced given that the refund amount
was less than the amount deferred, PGE would need to make a corresponding
adjustment to exclude the deferred tax amount. This adjustment to deferred taxes
would offset the adjustment to the iterative effect and result in a net zero impact
on the determination of “taxes paid”. In short, an adjustment to the iterative effect
in the Stipulation would have zero impact on “taxes paid” and no effect on the
amount of the refund under the Stipulation. As stated in Joint Testimony Exhibit
200, page 8, lines 1-3, the iterative effect adjustment serves to neutralize the
effect of including SB 408 deferred taxes in “taxes paid”. This adjustment is
required by OAR 860-022-0041(2)(b), OAR 860-022-0041(2)(g), OAR 860-022-
0041(4)(d)(E), and OAR 860-022-0041(4)(G)(C).

siratecaselopucidockets\ue- 17812010 tax report for 2009 tax yeardr-invicnue_pgendr_044.doc
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February 23, 2011

TO: S. Bradley Van Cleve
Davison Van Cleve, P.C.

FROM: Randy Dahlgren
~ Director, Regulatory Policy & Affairs

PORTLAND GENERAL ELECTRIC
_ UE 178
PGE Response to ICNU Data Request
Dated February 21, 2011
Question No. 045

Reguest:

Explain why the tax rate applied to the depreciation related Schedule Ms on WP O2
is different from the tax rate applied to all other deferrals. ‘

Response:

The tax report template requires that deferred taxes related to depreciation of public
utility property for Oregon regulated operations be separated into the local tax (see, for
example, page 7, lines 11, 19, 27 of the tax report) and state/federal tax components (see,
for example, page 6, lines 5, 14, 23 of the tax report). PGE work paper “O2” is the
source of those amounts. The local tax rate is the apportioned statutory tax rate. - The
state/federal tax rate is the apportioned statutory rate for these jurisdictions, net of the
federal tax benefit of the state tax deduction.- When the local and state/federal tax rates
are added together, the result is the same tax rate used for all other deferreds.

sAratecasehopucidocketsiue- 1782010 tax report for 2009 tax yeardr-imicnu_pge\dr_043.doc
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February 23, 2011

TO: S. Bradley Van Cleve
Davison Van Cleve, P.C.
FROM: Randy Dahlgren

Director, Regulatory Policy & Affairs

PORTLAND GENERAL ELECTRIC
UE 178
PGE Response to ICNU Data Request
 Dated February 21, 2011
Question No. 046

Regquest:

Provide the schedule or workpaper from the Company’s rate filing in UE 215 that
details the current provision for deferred taxes that the Company requested be
included in the calculation of current income taxes expense.

Response:

PGE’s First Supplemental Response to ICNU Data Request No. 13 provided information
regarding deferred tax amounts utilized for developing the revenue requirement in PGE’s
UE 197 general rate case. Similar information regarding deferred tax amounts utilized
for developing the revenue requirement in PGE’s UE 215 general rate case is provided as
Attachment 046-A. Please refer specifically to the sheets labeled, “2011 GRC Rev Req”
and “Rate Base Data”.

siratecaselopuchdocketsiue- 17812010 tax report for 2009 tax year\dre-inVienu_pge\dr_046.doc
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UE 178
- Attachment 046-A

Provided Electronically (CD)

UE 215 Deferred Tax Amounts



ICNU/106
E 178

PGE Response to ICthg&\g/&elqget;tl 0. 046
Attachment 046-A

Page 1
Portland General Electric Company
2011 Revenue Requirement
Dollars in $000s

At Current GRC Change Proposed
Rates for RROE 2011
(1) (2) (3)
1 Sales to Consumers 1,685,812 125,185 1,810,997
2 Sales for Resale - -
3 Other Revenues 20,961 20,961
4 Total Operating Revenues 1,706,773 125,185 1,831,958
5 Net Variable Power Costs 747,192 747,192
6 Production O&M (excludes Trojan) 123,227 123,227
7 Trojan O&M 90 90
8 Transmission O&M 12,621 12,621
9 Distribution O&M 84,075 84,075
10 Customer & MBC O&M 60,722 60,722
11 Uncollectibles Expense 9,609 714 10,323
12 OPUC Fees 5,268 391 5,659
13 A&G, Ins/Bene., & Gen. Plant 120,548 120,548
14 Total Operating & Maintenance 1,163,351 1,105 1,164,456
15 Depreciation 216,287 216,287
16 Amortization 16,277 16,277
17 Property Tax 41,724 41,724
18 Payroll Tax 11,942 11,942
19 Other Taxes 1,396 1,396
20 Franchise Fees 42,432 3,151 45,583
21 Utility Income Tax 18,239 47,208 65,447
22 Total Operating Expenses & Taxes 1,511,649 51,463 1,563,112
23 Utility Operating Income 195,125 73,721 268,846
268,846
24 Average Rate Base
25 Avg. Gross Plant 6,491,337 6,491,337
26 Avg. Accum. Deprec. / Amort (3,023,949) (3,023,949)
27 Avg. Accum. Def Tax (853,967) (353,967)
28 Avg. Accum. Def ITC (5) (5)
29 Avg. Net Utility Plant 3,113,416 - 3,113,416
30 Misc. Deferred Debits 47,251 47,251
31 Operating Materials & Fuel 72,169 72,169
32 Misc. Deferred Credits (50,196) (50,196)
33 Working Cash 58,954 2,007 60,961
34 Average Rate Base 3,241,594 2,007 3,243,601
35 Rate of Return 6.019% 8.289%

36 Implied Return on Equity 5.962% 10.500%
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E 178

PGE Response to ICthg&\g/&ezqget;tl 0. 046
Attachment 046-A

Page 2
Portland General Electric Company
2011 Revenue Requirement
Dollars in $000s

At Current GRC Change Proposed
Rates for RROE 2011
(1) (2) (3)
37 Effective Cost of Debt 6.077% 6.077% 6.077%
38 Effective Cost of Preferred 0.000% 0.000% 0.000%
39 Debt Share of Cap Structure 50.000% 50.000% 50.000%
40 Preferred Share of Cap Structure 0.000% 0.000% 0.000%
41 Weighted Cost of Debt 3.039% 3.039% 3.039%
42 Weighted Cost of Preferred 0.000% 0.000% 0.000%
43 Equity Share of Cap Structure 50.000% 50.000% 50.000%
44 State Tax Rate 6.242% 6.242% 6.242%
45 Federal Tax Rate 35.000% 35.000% 35.000%
46 Composite Tax Rate 39.057% 39.057% 39.057%
47 Bad Debt Rate 0.570% 0.570% 0.570%
48 Franchise Fee Rate 2.517% 2.517% 2.517%
49 Working Cash Factor 3.900% 3.900% 3.900%
50 Gross-Up Factor 1.641 1.641 1.641
51 ROE Target 10.500% 10.500% 10.500%
52 Grossed-Up COC 11.653% 11.653% 11.653%
53 OPUC Fee Rate 0.3125% 0.3125% 0.3125%
Utility Income Taxes

54 Book Revenues 1,706,773 125,185 1,831,958
55 Book Expenses 1,493,410 4,256 1,497,665
56 Interest Deduction 98,496 61 98,557
57 Production Deduction - -
58 Permanent Ms (18,342) - (18,342)
59 Deferred Ms 166,877 - 166,877
60 Taxable Income (33,667) 120,868 87,201
61 Current State Tax (2,101) 7,544 5,443
62 State Tax Credits (3,699) - (3,699)
63 Net State Taxes (5,800) 7,544 1,744
64 Federal Taxable Income (27,867) 113,324 85,457
65 Current Federal Tax (9,753) 39,663 29,910
66 Federal Tax Credits (31,137) - (31,137)
67 ITC Amort - - -
68 Deferred Taxes 64,930 - 64,930
69 Total Income Tax Expense 18,239 47,208 65,447
70 SB 408 Ratio - Net to Gross 12.66% 39.06% 18.46%
71 SB 408 Ratio - Effective Tax Rate 8.55% 19.58%
72 Check SB 408 Calc - -
73 Regulated Net Income 96,629 170,289

74 Check Regulated NI 170,289
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February 23, 2011

TO: S. Bradley Van Cleve
Davison Van Cleve, P.C.
FROM: Randy Dahlgren

Director, Regulatory Policy & Affairs

PORTLAND GENERAL ELECTRIC
UE 178
PGE Response to ICNU Data Request
Dated February 21, 2011 ‘
Question No, 047

Request:

Please provide all evidence that supports the claim at page 6, line 15 of the Joint
Testimony in Response to ICNU, that the “Commission has essentially rejected the
type of flow through suggested by Ms. Blumenthal.”

Response:

As stated on page 6, lines 16-18, the Commission has, “a long-standing practice to fully-
normalize all book-tax differences, not just those subject to normalization protection,
when setting rates.” PGE is aware of no Oregon Public Utility Commission Order
authorizing use of the partial flow-through approach proposed by Ms. Blumenthal for an
electric utility. The Commission’s rules in OAR 860-022-0041(2)(b) do define “deferred
taxes” as, “the total deferred tax expense of regulated operations that relate to the year
being reported in the utility's results of operations report or tax returns” (emphasis added)
to reflect full-normalization in the “taxes paid” determinations under SB 408. The partial
flow-through approach proposed by Ms. Blumenthal is contrary to the above stated
practice of full-normalization. The fact that the Commission has chosen to use the full-
normalization approach means that it has not chosen (and, therefore, rejected) the partial
flow-through method. The Commission’s method of determining the income tax amount
to be collected in rates is an issue for discussion in a rate making docket, not an SB 408
docket.

siratecaselopucidocketsiue- 1782010 tax report for 2009 tax yeandr-inMcru_pge\dr_047.doc



BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UE 178(4)

In the Matter of )

) INDUSTRIAL CUSTOMERS OF
PORTLAND GENERAL ELECTRIC ) NORTHWEST UTILITIES MOTION TO
COMPANY ) ADMIT PREFILED TESTIMONY AND

) EXHIBITS
to File Tariffs Establishing Automatic )
Adjustment Clause Under the Terms of )
SB 408. )

L, Ellen Blumenthal, being first duly sworn on oath, depose and say:

1. My name is Ellen Blumenthal. I am a utility regulatory consultant and a Principal
with GDS Associates, Inc. I am appearing in this proceeding as a witness for the Industrial
Customers of Northwest Utilities (“ICNU”). My business address is: 13517 Queen Johanna
Court, Corpus Christi, Texas 78418.

2. I sponsored testimony and exhibits on behalf of ICNU in Oregon Public Utility
Commission Docket No. UE 178(4). Specifically, Testimony (ICNU/100) and exhibits,

(ICNU /101-105/Blumenthal), were filed on February 7, 2011.

3. My testimony and exhibits that were previously filed are true and accurate, and no

corrections need to be made. if1 were asked the same questions today, my answers would be the

same.

Page 1 — Affidavit of Ellen Blumenthal



I HEREBY DECLARE THAT THE ABOVE STATEMENT IS TRUE TO THE BEST

OF MY KNOWLEDGE AND BELIEF, AND THAT I UNDERSTAND IT IS MADE FOR USE

AS EVIDENCE AND IS SUBJECT TO PENALTY FOR PERJURY.

SIGNED THIS /O day of February, 2011, at (0 r Que Mastec X

Ellen Blumenthal
SUBSCRIBED AND SWORN to before me this_{() day of February, 2011.

{ ; j
\II"'I”' % @ {;/4‘/

NOTARY PUBLIC FOR __ A [veces (b

e, ROSA MARTINEZ
My Commission Expires: __/ 2/3 / =
|2

% Notary Public Sta j
3 iE C, te of Texas

A My Commission Expires  |§
e oMb 03, 2013 ||
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