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1 BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

2
UM

3

4 In theMatteroftheApplicationof PACIFIC
POWER& LIGHT (d/b/aPacifiCorp)for a PACIFICORP’S APPLICATION FOR

5 DeferredAccountingOrder DEFERREDACCOUNTING FOR THE
INCOME TAX EFFECT OF

6 DIFFERENCES IN TEST YEAR VERSUS
ACTUAL NET REVENUE

7 _____________________________________________

8 I. INTRODUCTION

9 UnderORS756.040,ORS 757.259andOAR 860-027-0300,PacifiCorpappliesto

io theCommissionfor anorderauthorizingtheCompanyto deferfrom thedateofthis

ii Applicationforwardtheincometax effect,positiveornegative,ofthedifferencebetween
o c~

~ 12 testyear“net revenue”usedto calculate“taxesauthorizedto be collectedin rates,”under

13 SenateBill 408 (asthosetermsaredefinedin Section3(13)(e)ofthat legislation), andactual

14 netrevenueusedto calculatetaxespaidto local, stateandfederalgovernmentsfor 2006.
~

15 PacifiCorpintendsto proposean offset in its automaticadjustmentclause(“AAC”)

~- 16 tariff to eliminatetheimpactofannualprojectedversusactualnetrevenuedifferentialsfrom

17 theSB 408 surcreditorsurcharge,theadoptionofwhich would eliminatetheneedfor this

18 Application. In theeventthat suchan offsetis not adoptedin PacifiCorp‘S AAC tariffor

19 otherwiseallowedby Commissionrule, however,PacifiCorpseeksto recoverorcreditthese

20 amountsin adeferredaccount.

21 II. NOTICE

22 Communicationsregardingthis Applicationshouldbe addressedto:

23

24

25

26
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1 ChristyOmohundro KatherineA. McDowell
ManagingDirector StoelRivesLLP

2 PacifiCorp 900 SW Fifth Avenue,Suite2600
825 NE Multnomah,Suite800 Portland,OR 97204-1268

3 Portland,OR 97232 Telephone:(503)294-9602
Telephone:(503)813-6092 Facsimile: (503) 220-2480

4 Fax: (503)813-6060 E-mail: kamcdowell@stoel.com
E-mail: christy.omohundro@pacificorp.com

5

6 In addition,PacifiCorprespectfullyrequeststhat all datarequestsregardingthis

7 matterbeaddressedto:

8 By email (preferred) datarequest@pacificorp.com

9 By regularmail DataRequestResponseCenter
PacifiCorp

10 825 NE Multnomah,Suite800
Portland,OR 97232

11 By facsimile (503) 813-6060

12 III. DEFERRED ACCOUNTING RULE REQUIREMENTS

13 Thefollowing informationis providedpursuantto therequirementssetforth in OAR

14 860-027-0300(3).
~

is A. Description of Utility Expense.

16 As a normalandintegralpartof its operationasapublic utility, PacifiCoipincurs
o-~.8

17 expensesfor stateandfederalincometaxes. As apartofsettingrates,PacifiCorpprojectsits

18 testyearexpense,including its tax expense.SB 408 is designedto align taxesin rateswith

19 taxesactuallypaid,while minimizing unintendedconsequences.

20 This Application is designedto addressandameliorateonesuchunintended

21 consequence,thepossibilitythatSB 408 AACs could increaseutility earningvolatility. It is

22 alsodesignedto ensurethattheSB 408AAC producesratesthat are“fair, justand

23 reasonable”asrequiredby ORS756.040.

24

25

26
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1

2 Thisdeferredaccountingrequestis designedto addressapotentialmismatchin the

3 calculationoftheAAC underSB 408, whichrequirestheuseof actualrevenues,on theone

4 hand,and.testyearformulationsoftheutility’s net-to-grossratioandeffectivetax rate,on

5 theother. Therelationshipbetweenrevenuesandcostsis not staticasassumedby this

6 calculation. First, manyof PacifiCorp’sregulatedexpensesarefixed anddo not changein

7 relationto revenuesor sales. Second,thoseexpenseswhich arevariabledo not changein a

8 predictableandconsistentmanner.Third, PacifiCorp’s stateapportionmentfactorschange

9 baseduponannualchangesto the levelsofactivity within variousjurisdictions.

10 Theeffectof theSB 408 calculationmismatchmaybe to producean AAC surcredit

11 to customerswhenunanticipatedexpensesreduceutility’s earningsto lessthanallowed

12 levelsandto producean AAC surchargeto customerswhenlowerthananticipatedexpenses

13 increaseautility’s earningsto higherthanallowedlevels. Thus, withoutdeferred

14 accounting,anAAC offsetorsomeothermechanismto addressandpreventsucharesult,

15 SB 408 couldworsenanunder-earningutility’s situationandincreasetheearningsof an

16 alreadyover-earningutility. To fully addressthis issue,amortizationofthedeferred

17 balancescollectedin this accountshouldbe concurrentwith the operationoftheAAC

18 surcreditor surcharge.

19 B. Reasonsfor Deferral.

20 ORS 757.259(2)(e)allowsthedeferralofutility expensesorrevenueswhere

21 necessaryto minimize thefrequencyofratechangesor thefluctuationofratelevelsor to

22 matchappropriatelythecostsborneby andbenefitsreceivedby ratepayers.This request

23 seeksto accomplishbothofthesepurposes.This deferralis designedto minimize the

24 exaggeratedearningsfluctuationsthat couldresultfrom an SB 408 AAC which, in turn,

25 would leadto an increasedneedfor ratecases.Additionally, this deferralmatchesthecosts

26
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1 borneandbenefitsreceivedby ratepayersby addressingthepotentialmismatchbetween

2 actualandtestyeardatain theSB 408AAC calculation.

3 Moreover,deferralwill allow theCommissionto addresstheuncertaintiespresented

4 by SB 408 in an orderlymannerandallow theCommissionto usedeferredaccountingasa

5 potentialtool to minimize theunintendedconsequencesofSB 408. SeeIn rePac~JiCorp,

6 UE 170, Staff’sPost-HearingReplyBriefat6 (filed Aug. 12 2005)(arguingthat

7 Commissionshouldestablishdeferredaccountingfor PacifiCorp’stax expensesothatit

8 couldaddressSB 408 in anorderlymanner).1Therefore,theCommissionshouldexerciseits

9 discretionunderORS 757.259(2)to authorizedeferredaccountingin this instance.SeeIn re

10 InvestigationintoDeferredAccounting,UM 1147,OrderNo. 05-1070at7 (PubUtil

11 Comm’nOct. 5, 2005)(Commissionshouldlook at factsofeachcaseandallow deferred

12 accountingif statutoryrequirementsaresatisfiedandtypeandmagnitudeofeventwarrants

13 deferredaccounting).

14 C, ProposedAccounting.

15 Duringtheperiodofdeferral,PacifiCorpproposesto accountfor thetax adjustment

16 revenuerequirementreductionfor regulatorypurposesin thefollowing manner: If the

17 deferralis acredit ofthe incometax effectto customers,PacifiCorpproposesto recordthe

18 deferralasaregulatoryliability in Account254 (OtherRegulatoryLiabilities), debiting

19 Account456 (OtherRevenue).If thedeferralis achargeoftheincometax effect to

20 customers,PacifiCorpproposesto recordthedeferralin Account182.3,(RegulatoryAssets),

21 creditingAccount456 (OtherRevenue).PacifiCorprequeststhatin accordancewith

22 ORS757.259(3),it beallowedto accrueintereston theunamortizedbalanceat a rateequalto

23 ___________________________

24 1 Staffsuggestedtheuseofadeferredaccountin this caseto addressthehandlingofPacifiCorp’s taxespaidandcollectedin 2005. PacifiCorpopposedtheuseofa deferred

25 accountin this contextbecauseSB 408 expresslyappliesonly to taxespaidandcollectedonor afterJanuary1, 2006. PacifiCorp’scitation to Staff’spositionin UE 170 is only for the

26 generalprinciple that deferredaccountingis a tool for theCommissionto useinimplementingSB 408 in amannerthat produces“fair, just andreasonable”rates.
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1 its weightedaveragecostof capitalmostrecentlyapprovedby theCommissionin Docket

2 No.UE 170, OrderNo. 05-1050.

3 D. Estimate of Amounts.

4 PacifiCorpcannotcurrentlyprovidean accurateestimateof thetax effect ofthenet

5 revenuevariancedescribedin this ApplicationbecauserulesimplementingSB 408 havenot

6 yetbeenestablishedand2006actualnet revenuesarenotyetknown. Whenthis information

7 becomesavailable,PacifiCorpwill supplementthis Applicationaccordingly.

8 E. Notice.

9 A copy of theNotice of Applicationanda list ofpersonsservedwith the Noticeare

~ 10 attachedto this ApplicationasExhibit A.

12 IV. CONCLUSION
C/I p-:. ~

13 PacifiCorprespectfullyrequeststhat, in accordancewith ORS757.259,the

~ 14 CommissionauthorizetheCompanyto deferthecostsor revenuesdescribedin this
~

~ 15 Application.
ElI

~- 16 DATED: January6, 2006.
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BEFORETHE PUBLIC UTILITY COMMISSION
OF OREGON

UM

In theMatteroftheApplicationofPACIFIC NOTICE OF APPLICATION
POWER& LIGHT (d/b/aPacifiCorp)for a
DeferredAccountingOrder

EXHIBIT A

NOTICE OF APPLICATION
FOR A DEFERRED ACCOUNTING ORDER



1 BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

2
UM

3

4 In theMatteroftheApplicationofPACIFIC
POWER& LIGHT (d/b/aPacifiCorp)for a NOTICE OF APPLICATION

5 DeferredAccountingOrder

6

7 On January6, 2006,ApplicantPacifiCorpappliedto thePublicUtility Commission

8 ofOregon(the“Commission”)for authorizationto usedeferredaccounting.

9 PacifiCorpproposesto deferfrom thedateofthis Applicationforwardtheincometax

~ effect,positiveornegative,of thedifferencebetweentestyear“net revenue”usedto

ii calculate“taxesauthorizedto becollectedin rates,”underSenateBill 408 (asthosetermsare-o e~

~I ~‘ 12 definedin Section3(13)(e)ofthat legislation),andactualnet revenueusedto calculatetaxes
El)

13 paid to local, stateandfederalgovernmentsfor 2006.

14 ThegrantingoftheApplicationwill not authorizeachangein rates,butwill permit
~

is theCommissionto considerallowingsuchdeferredamountsin ratesin asubsequent

16 proceeding.
~ .8

17 InterestedpersonscanobtainacopyofApplicationby contacting:

18 KatherineA. McDowell
StoelRivesLLP

19 900 SW Fifth Avenue,Suite2600
Portland,OR 97204

20 Telephone:(503)294-9602

21 Anypersonmaysubmitto theCommissionwrittencommenton theApplication,in

22 accordancewith proceduresprescribedby theCommission.Thedeadlinefor commentson

23

24

25

26
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1 theapplicationis February1, 2006.

2 DATED: January6, 2006.
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4
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1 CERTIFICATE OF SERVICE

2 I herebycertify thatI servedatrueandcorrectcopyoftheforegoingdocumenton the

3 parties of record from PacifiCorp’s last generalrate case,Docket UE 170, on the date

4 indicatedbelow by email and first-classmail, addressedto said partiesat his or her last-

5 knownaddress(es)indicatedbelow.

15

18

Rates& RegulatoryAffairs
PortlandGeneralElectric
121 SW SalmonStreet,1WTCO7O2
Portland,OR 97204
pge.opuc.fihings(2i.~pgn.com

GregAddington
KiamathWaterUsersAssoc.
2455 PattersonStreet,Suite3
KlamathFalls, OR 97603
greg(2I~cvcwireless.net

Kurt Boehm
BoehmKurtz & Lowry
36 E. SeventhStreet,Suite 1510
Cincinnati, OH 45202
kboehni(2i~bkllawfirm.com

LowreyR. Brown
Citizens’ Utility BoardofOregon
610 SW Broadway,Suite308
Portland,OR 97205
lowrey(~oregoncub.org

JohnCorbett
YurokTribe
P0Box 1027
Kiamath,CA 95548
jcorbett(~yuroktribe.nsn.us

MelindaJ.Davison
DavisonVanCleve,PC
333 SW Taylor,Suite400
Portland,OR 97204
~dvcl~ço~~

Jim Abrahamson
CommunityActionDirectors

of Oregon
4035 12th StreetCutoffSE, Suite 110
Salem,OR 97302
iim(~cado-oregon.org

EdwardBartell
KiamathOff-ProjectWaterUsers,Inc.
30474SpragueRiverRoad
SpragueRiver, OR 97639

Lisa Brown
WaterWatchof Oregon
213 SW Ash Street,Suite208
Portland,OR 97204
lisa(~waterwatch.org

Phil Carver
OregonOffice ofEnergy
625 Marion StreetNE, Suite1
Salem,OR 97301-3742
phi1ip.h.carver~state.or.us

JoanCote
OregonEnergyCoordinatorsAssoc.
2585StateStreetNE
Salem,OR 97301
cotei(~mwvcaa.org

JohnDeVoe
WaterWatchof Oregon
213 SW Ash Street,Suite208
Portland,OR 97204
john(~waterwatch.org
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1
JasonEisdorfer
Citizens’Utility Board
610 SW Broadway,Suite308
Portland,OR 97205
iason@oregoncub.org

EdwardFinklea
CableHustonBenedictHaagensen

& Lloyd LLP
1001 SW Fifth Avenue,Suite2000
Portland,OR 97204
efinklea(~chbh.com

JudyJohnson
PublicUtility CommissionofOregon
P0 Box 2148
Salem,OR 97308-2148
iudy.iohnson(~state.or.us

MichaelKurtz
Boehm,Kurtz & Lowry
36 B. SeventhStreet,Suite1510
Cincinnati, OH 45202
mkurtz(~bk11awfirm.corn

Bill McNamee
PublicUtility Commissionof Oregon
P0Box 2148
Salem,OR 97308-2148
bill.mcnamee@state.or.us

NancyNewell
3917NE Skidmore
PortlandOR 97211
ogec2@hotmail.com

StephenR. Palmer
Office oftheRegionalSolicitor
2800CottageWay, Rm. E-1712
Sacramento,CA 95825

RandallJ. Falkenberg
RFI Consulting
PMB 362
8351RoswellRoad
Atlanta,GA 30350
consultrfi@aol.com

DavidHatton
DepartmentofJustice
1162Court StreetNE
Salem,OR 97301-4096
david.hatton@state.or.us

JasonW. Jones
Departmentof Justice
1162Court StreetNE
Salem,OR 97301-4096
j ason.w.jones(~state.or.us

JimMcCarthy
OregonNaturalResourcesCouncil
P0 Box 151
Ashland,OR 97520
im(ä~onrc.org

DanielW Meek
DanielW MeekAttorneyat Law
10949SW 4thAve
PortlandOR 97219
dan@meek.net

MichaelW. Orcutt
HoopaValleyTribeFisheriesDept.
P0Box 417
Hoopa,CA 95546
director(~pcweb.net

DouglasTingey
PortlandGeneralElectric
121 SW Salmon,1WTC13
Portland,OR 97204
doug.tingey@pgn.com
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MatthewPerkins JanetPrewitt
2 DavisonVanClevePC OregonDepartmentof Justice

333 SW Taylor, Suite400 1162Court StreetNE
3 Portland,OR 97204

mwp@dvclaw.com
Salem,OR 97301-4096
ianet.prewitt@doi.state.or.us

4
ThomasP. Schlosser GlenH. Spain

5 Morisset,Schiosser,Jozwiak PCFFA
&McGaw POBox 11170

6 801 SecondAvenue,Suite 1115 Eugene,OR 97440-3370

7
Seattle,WA 98104-1509
t.schlosser@msaj.com

fishi ifr(Zi~aol.com

K erineA. M owell

OfAttorneysfor PacifiCorp

8 DATED: January6, 2006.
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