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ORDER NO. 82-25]

cucstomer classaes or batween tlhe rovenues derived from demand
charges and energy charges. ORS 757.210(S).

A hearing will be held by my Proccedings Division on
the overall increuase sought by ¢he company. A prehearing.
conierence has been scheduled for April 1Z. If any part of
the interim increase is found, during the hearing, to be
unwarranted, the company has agreed to provide for refunds.

Study to Reduce FEipences by 10 Percent

I am approving this increasc for PCE raluct antly
The request for a rate increase has it Creconians at a ponr
time. A depressed timber industry, scevere un-volovr“nt a
cutback of governmental benefits to these in need, and
rontinu1ng high interest rates have combinad to cut into
wCubquXQ budeets. They have socrificed,
sacrifice.

anad PGE must

in the course of the public heavings, 1 will reguire
the cempany te shew why it carnmot absorh some or all of the
additionzl increase it reguest:s As part of this process,

Y wny it eannost reduce

will reguire the company €3 choy
mt ovaeyr the next year.

cont:_}l‘u‘e expenses by 10 perc:
I have neard appzals fron thoe public at large argiag

thitt 1 neot grant an increase of any kind to Portland G2nornd

Flectric Company. 1 cannot fully respend to that appsal.

Like so many other businesses, POE muost muet :onLn oVEYr wlhinch
1t has no control, such as the ever-increasing prices fovu
trancportation of coal and for other ¢oods 1t wust have

v conduct its business. The company is dramatically an
:dversely affected by Bigh interasc raves 4T vast pay on nnw

q(ab

nder the law, investor=-owned utilitiesc are zntitled

to have an opportunity te earn o veaconable roturn on tha
invesun2is. RS '75..‘..’.'_;("/.' . The Fublic Utili C} \.Uu. Hd G4 A
way not Jegally deny :‘n thar oppertunity. [So¢ Federal
Powaer Commiusion v. flope Naturul Cas Co., 320 US 591 (1'-;“; 1

The company's investment in plant and equipment ma

¥
2 fided, and the return reguired by the market is beyond thn
me&ny'e contrel. However, 1 Relieve there are areas where
I'GE might rocuce its revenue requirenment by cuiting kpack on

expenses. Thercfora, PCE nhould be required to produce, v
April 23, 1982, exhibits and other evidence showing the oIf

of a 10 percent recducticon in controllable expuansas on iltn
revenue regquirecaent, and to siow way i1t cannot absord the
remainder of the increase sought in thies case. If the coupany

i
fecls that some conts arae nol contrellable, it must explain
why, to my gatisfaction.
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Write-0£f of Investment in Pebble Uprings

While I cznnot deny invectors an cpportunity to
ecrn & reascnable return on their invest e:::, I have the
responeibility and legal suthority to ensure, on bohalf of
Consumers, that lhege utilities oparsate in 2 prudont mannar.
Consequently, it ic my iatention to sequire, in a final order
I will iceue in this cace, that FGE write off ite investas

i the proposed Pebble Springs nucleair powar plant.

- l

ircumstances have created a usignificant financizi
exposurs £or :to:hholu-rﬂ and a potential liability for ratie
payaers. The company nust Luce up to the fact that Pebbiw
springs is a “d x) ho’ "It will nof be built in this de-ade

and pearhaps nevar. lL would ke
Lu contanue to pursue this proje
circumstances. v

f.
Atlecs for the company
in licht of praaent

The company and other partias o Lhis case will liwe
“ full epportunity to try o parsuzde me that Pobbla Springe
Jiswld not Be asandeand., They face o heavy Durden. Pebblna
Seringe has non been licensad by cithar the State of Or aen
or the federal luclear Regulatory Cuonmission. Tud liconsed

- 3

planis An this region~=Wavhington Publis Pavar Supply Synt:
(WPPSE) plant Nos. 4 and bS--hiave becn tamminated by *heir
cponeor. This ic partly duce to bl

£ Lal conditions. But
“Lowloo .48 dul to mmaller projecte

Geaannd fov electricity

Invectore in Fobble Spri

% £ Must accapt the tiy
and ¢gat out Loafore the cos
We

£ getting out hacomes vorsc,
@ eus mistake

<0 congound the preblem

i warned PGE two years auo chit iU dess not ascom
realictic to espect that the Pobble Springs plant would %~
conciructed. In an order nigned January 14, 1980, 1 comr=ant-=o
on th: high risk confronting a u»;llt“. such ay PCE, when i
#UlorDio TO DIring new power rascurces inte sarvice in today’
political, economic, environmonts inanciczl, and aocial
climate. Recounizing thiz, I iaad that the increaned
sLuk warranted granting the ¢ opprortunity to earn ¢
ite investizents at 2 highzr rate : iov But at the nowe
tize I rebuked ths company Lor st tuking ut“Db tC yragelioz Llis
Pebbliao Sa 13& dilemnm.

aia of the opinicn that PUL n

] ¢y share oy vieu, noy.
in the last sgveral months the company has engaged in creativs
financing to 1';r3¢~ fta ubz;zty to abeord the cente of writius
of{ the plant. Under the foder:al Sconomic Recovery Tax Act
it hes a::”nr‘ vnn*oxlm;tnl" $10.6 million by accelarating
Lhe receipt of tax benefits through the "Safe Harbor®™ laasiro
i 0“;:ion of that Act. The company a'uo ;nLic$"~t:3 aticing
cehe of itg culgtanding debt through an ichanga fov equ:ty,
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which should result in a substantial oue-time gain. FGE
stockholders weould best be served by using these funds to
temper the impact of retiring the investment in Pebble Springs.

Pefunds to Occupante of Multifamily Rusidential Housing

On Ccteber 1, 1981, credits for residential and small
farm cuttomers of investor-cuned utilities began flowing f{rom
thz Bonneville Powar Administration through an exchange of
pover. This had the impact of lowering the cost of electricity
t.o those customere of PCE by 27.5 percent.

To encourage continued electric energy conservacion,
FOFE and otheyr utilities filed invorted rate stiuctures. Thouc
residential consuners using the least amounts of electricity
within each dwalling clacs obtained the major nortion of the
Lenefitc. Becauce studies show that average 2lectricity uee
by persons living in multifamily units 15 leass thon us2 by
thoge 1n single-family dwellings, sepatate rate structures
for the two classes of customer were filed by PCE. From a
tachnical, overall standpoint the decision was logical.
Howevaey, 2n a cace-by-cavas basis there were both real and
perceived insguities.

Laust month FOL £ilcd new tavriffs to maite the rata
structure for the two clau&cs identical. Reguests then ware
ide to mz2 by som2? residents of multifamily units Lor refunds
¢t the ditference bLetween what they had been charged and what
they would have been charged had the cingle rate structure
peen in effect beginning Cctoboer 1.

I pointed out that I could not osrder a refund., The
Public Utility Commissioner is pirohibited from retroactive
ratemaking unless it is provided for by law or under agrecment
with the uLxlz“{. There is nc legal bagsisc for a refund in
vhis cagce, and there was no agrecement with PCGE for a refund.

Howaver, at my reguest PGE considered the isnue and
nas conclu*'d thet refunds should be made as a matter of
fairnase. It wao reprecented to me that refunds to customaras
weuld total appreximately $500,000. The company will mike
those refunds from present resources.

e e —— o ——— e

Nermalization of Tax Depreciaticn, Investment Tax Credits

One othey comment should be madde with reapect to
these filings. The Economic Recovery Tax Act of 1¢31
(11.R. 4242) requires, to toke advantage of certain tax
benefits, ratcecmaking norf*‘i’st on of tax daepreciation on
1581 and gubseguent plant additions. The Act als
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the same treatment for investment tan credits for 1981 and
subsequent additions. Beginning with the 1981 additions
included in the rate base, ratemaking taxes have been
calculated using normalization methods as definad in the
Act.

1T IS THEREFORE ORDERED that Order No. 82-182, which
suspended the company's rate caez filing, is supplemented by
permitting Portland General Electric Compzny an interinm rate
increage of B.6 percent (7.86 parcent net following applica-
tion of Regicnal Power Act residential exchange credit), to
Le effective for service rendered on and after May 1, 1982.
Rateg filed by Portland General Electric Company shall not
change the revenue relationshipes among customer classes or
petween the revenuee derived from demand charges and from
energy charges. Tariffs inplementing thin increase shall be
filed no lateyr than April 23, 1982. Accompanying the filing
will be revenue reconciliation and average system cost work
papers.
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LOUBDELL ORDENS VRITE Ciy OF PUBBLY & wPPSL

~ [ 88 5 i
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SKhiEH -~ Public Utility Commissioner John Lobdel)
today he will autherize a siight increass in rtates for veciiic

Power & Light Co. and Portland Genzral Blectric Co. Hat hs

2aid he alsc will require the companies to try to absich

through a reduction in expenstes the rensinder of the- incr-as

cach conmpany has rocguestoed.
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On Ped. 23, PGE requested an incirerzas of 1

€6%.8 million in additioncl annual rovenues. PPEL sogosotsd
24.0 percent, 8105 millian, on VYob, 4. Both eomsunies 20l .
the comninsionzr in therr {idlings Lo paovide intoric r.
relief within 30 days while their roguests vare being oo
cideged and punlic hearings woare helad

Lobdell «aid L2 will requires the sornonies Lo ghow
Curing public hearings why they cannct abooit some, if nos
3111, oi the additlonel increzse they havwe rigucstad,

"l am agproving thuse increases ralustantiy,® Lhfe0 ]
$aiag. "Tha goegrents have bit Orvanniany at o Reer tame.
duptasfiea Lindbal industcry, severe uirerployieent, a curb i’
overnnental benafite Lo tLose in neod dng COontinuing o .
interest rotel have conmbingd te out inte connunornt Bndosto,
cansurers have nacrificed, and YGE and PFRLL must sacrrfics,

Both PCE and PPeL filed for rate incteases in Pabruvars

v
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crlting LIck on cxpenSes. T enppinies wilt g
O evicunce Showing the ¢fiect ot & 10 Pt
i CLDTTaliabic fApanLes Dho Ll venue regqui
'IE the companieg fuel thal son: costs &
centzollable they npust erplain why, o my sstis
Lobdel) uvaid,
forme of the nwscin increase, whicl amou
.
$O0L.6 million for PBE and £36.4 million for pPre

--m)‘eu-

Y
Ly

will te-



offset for residential and small Carm customers through an
exchange of power with the Bonnaville Pouer Adminictration.
PGE residential customer bills will Increase 6.6 percent
and amall‘farm customer bille will increase 6.2 percent.
Likewise, PPeL's residential customers will experience a

6 percent incraase and small farnm custormer bills will rigse

se
7.1 percent. One thousand kilowatt-hours of electricity will
cost residential customers of ¥GE an additional $2.22 =ad kil
customzrs will pay $1.97 imore for 1,000 hwh,

A public hearing on the PPLL increase has huzen scherd:iaed
far May 18. 2 preheatring conference on Lhe PGL case wili i
nedd April 12 at 10 a.m, in Beaginy Roor D of the Labor &

Tndustries Building in Salesn.

o 2 A P T, ' - - - . .
Lohdaell, 10 tne order issueld LoGaLyY, Luid PP&L and

ATaa
thit he intends to reculre them to vrite off investaeant s i+
tve "dry bole” pucicar power projects-«Pabhhle 3orings and
weShangtun Pellic Power Supply 8ystoen plant No. S

Porglans Coneral Electric Co. ag investsd 514
the vehible Gpringa nuclear plant and Lobdell seia
Ccumpany o retic? that invesirunt, POE is majoritr oone
i praject with = 47,1 pereant 216
"Circuni ances have ergated siynificant fin
2Pposui¢ L( ctocrioiders and o potantial ‘1&!&1.1&.‘,' v !
payers (N2 company nmust lace up 7o the fact that renol
| LINYL 4% & .\j')' hele ‘I' -—JL'G\.ll Yy
1t would be fruitless for the campany to continue

weliDlgs-
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to pursve this project {n light of present circumstances.

Invcstors in Pebble Springs must accept the truth and get out
before the cost of getting out becomes worse. To cozpound the
problem would be an cnotmous mistake,®™ Lobdell said.

Pebble Springs hac not been licensed by elther the
State of Oreyon or the federal Nuclear Regulatory Coemmission.
Two licensed plants in the region--WPPSS plants Nosc. 4 and

S=-have been terminated. Yhig

-
o

parltly due to financial

conditions, Lobdell said, but,

»e

n addition, projected uderin n
for electricity have declined.

PPEL has a 29.4 percent interest in Pabble Springe
as well as a 10 percent investment in WP#S3 Plant No. 5.
heocording to Lobdell, PEEL will be directed Lo amortize
$59 wrillion of its investment in UPPES lo. S, and urire

249 million of its investment in Pebble Springs. Overall

N " R 5% Rl 3 '~ - we 3 . g " - e 3 . y 3
cPEL has dnvestved $83 millien in Pebble Springs and 457

«is WPPES Ho. 5. Gnly slightly more than 50 percent of ¢

coatg are attrittutable te the caupanv'’s Creaon Optravi
“#iy conclusion, that the financial liakilities o

Febble Springs and WPPSS § should be rotiraed, points {

the risk a otilily facez in bringing new cescurcar

for the ce=ncfit af the public. The cozpanies will have (-

s 63N

cpportunity in hearings to persuade me that theusz invesos

T PO T e

should not be auandoned., They will fare a heavy

Al
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Losbdell said.

Unlike other Northwest utilitics, PPelL may b=

Py }
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shott of power rescurces in the foreseeable future, LobLdsll



gaid. The company owng major genorating facilities in the
state of Wycining that are curcently supplying powar to maet
the company's load in Oregon.

Load growth in Wyoming i¢ clinmbing significantly.
Lobdell said the ceipany faces the prospect of construsiing
additional enecgy facilities but no longer can rely on Pebbje
Springs or WPPSS No. 5 to help meet its needs. Lobdcell zcid
he will congider increasing PPel's rate of return to rcaeflioen

the company's increased risk if evidence in the rate case

shows it 18 necessary.



