BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON
AR 499
In the Matter of the Adoption of Permanent POST-HEARING COMMENTS OF THE

|
Rules Implementing SB 408 Relating to ) INDUSTRIAL CUSTOMERS OF
Utility Taxes. ) NORTHWEST UTILITIES

)

The Industrial Customers of Northwest Utilities (“ICNU”) submits these Post-
Hearing Comments to provide to the Public Utility Commission of Oregon (“OPUC” or
“Commission”) ICNU’s proposal regarding a “floor” for the properly attributed amount under
SB 408 and to clarify ICNU’s positions on the issues.

1. Floor on the Properly Attributed Amount. Attached as Exhibit A is ICNU’s
response to the Joint Parties’ concerns that the Apportionment Method could reduce the “taxes
paid” that is properly attributed to regulated utility operations by an amount that exceeds the sum
of the individual losses of the entities in the consolidated tax group.’ ICNU’s proposal
addresses this issue in a more straightforward manner than the proposals set forth by the utilities.

2. Tax Normalization Requirements. ICNU supports alternative 1(a) in the
summary of “Proposed Changes to AR 499 draft rules” distributed by Staff to address any
potential violations of IRS normalization requirements resulting from the apportionment method.
For purposes of this provision, “regulated operations” should include state regulated electric and
gas operations and exclude all other entities such as insurance companies that may be subject to

other types of regulation.

v ICNU’s proposed language is written to apply to federal income taxes. A similar provision would be

needed to address state income taxes.
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ICNU strongly disagrees with the proposal in 1(d) to adjust taxes paid for Oregon
disallowed capital costs. This adjustment is proposed under the guise of compliance with
normalization requirements, but it does not address normalization issues. SB 408 is
unambiguous that general rate case numbers should be used for purposes of implementing an
automatic adjustment clause, and amounts approved by the Commission in a general rate case
would exclude any disallowed capital costs. ORS 88 757.268(13)(e), (f).

3. Add Backs to Taxes Paid. SB 408 explicitly requires an adjustment to “taxes
paid” to reflect charitable contributions of the utility. Rules that would implement adjustments
for charitable contributions and tax credits made by entities other than the utility are inconsistent
with the statute’s plain language. Adopting this improper proposal would result in Oregon
ratepayers subsidizing charitable contributions of entities and individuals such as Berkshire
Hathaway and Warren Buffett.

4. State Taxes Paid: Multi-State Tax Rate. The Utility Joint Comments propose
allowing a utility to choose whether to calculate state taxes paid based on either: 1) Oregon
apportionment factors as a proxy for other states; or 2) a state-by-state basis. Providing the I0Us
this discretion is inappropriate, because it will encourage choices based solely on the
methodology that is more beneficial to the utility. If the Commission intends to address multi-
state tax rate issues in this manner, ICNU supports providing a one-time opportunity to elect the
use of one method. The utility would not be able to change this election in subsequent years.

5. Definition of Sales Factor. Adjusting the “sales” factor to include all income that
is underlying “taxes paid” will appropriately ensure that dividend income is considered. ICNU

disagrees with Staff that these amounts will be insignificant.
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6. The 3(12)(a) Cap. The Joint Parties object to applying the “with and without”
method to implement the section 3(12)(a) cap, and Staff stated at the hearing today that
interpreting section 3(12)(a) in this manner renders section 3(12)(b) meaningless. The practical
result is the same under either methodology. ICNU believes that the Commission made the right
decision in the interim order and that allowing the legislature to address this issue and decide if
any statutory changes are necessary is more appropriate than changing the approach in the
interim order.

ICNU appreciates the Commission’s consideration of these comments.
Dated this 21st day of August, 2006.
Respectfully submitted,
/sl Melinda J. Davison
Melinda J. Davison
Matthew Perkins
Davison Van Cleve, P.C.
333 S.W. Taylor Street, Suite 400
Portland, Oregon 97204
(503) 241-7242 phone
(503) 241-8160 facsimile
mail@dvclaw.com

Of Attorneys for Industrial Customers
of Northwest Utilities
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Davison Van Cleve pc

Attorneys at Law
TEL (503) 241-7242 e FAX (503)241-8160 e mail@dvclaw.com
Suite 400
333 S.W. Taylor
Portland, OR 97204

August 21, 2006

Via Electronic and US Mail

Public Utility Commission
Attn: Filing Center

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

Salem OR 97308-2148

Re:  In the Matter of the Adoption of Permanent Rules Implementing SB 408
Relating to Matching Utility Taxes Paid with Taxes Collected
Docket No. AR 499
Dear Filing Center:

Enclosed please find an original and two (2) copies of the Post-Hearing
Comments of the Industrial Customers of Northwest Utilities in the above-captioned Docket.

Please return one file-stamped copy of the document in the self-addressed,
stamped envelope provided. Thank you for your assistance.

Sincerely yours,

/sl Christian Griffen
Christian W. Griffen

Enclosures
cc: Service List



CERTIFICATE OF SERVICE

I HEREBY CERTIFY that I have this day served a copy of the foregoing Post-

Hearing Comments of the Industrial Customers of Northwest Utilities, upon the parties, on the

official service list for AR 499, by causing the same to be electronically served, to those parties

with an email address, as well as mailed, postage-prepaid, through the U.S. Mail.

Dated at Portland, Oregon, this 21st day of August, 2006.

/sl Christian Griffen

Christian W. Griffen

R TOM BUTLER
tom@butlert.com

JIM DEASON

ATTORNEY AT LAW

521 SW CLAY ST STE 107
PORTLAND OR 97201-5407
jimdeason@comcast.net

PORTLAND GENERAL ELECTRIC CO. RATES &
REGULATORY AFFAIRS

PORTLAND GENERAL ELECTRIC COMPANY
121 SW SALMON ST 1WTC0702

PORTLAND OR 97204
pge.opuc.filings@pgn.com

ASSOCIATED OREGON INDUSTRIES
JULIE BRANDIS

1149 COURT ST NE

SALEM OR 97301-4030
jbrandis@aoi.org

AVISTA CORPORATION

DAVID J MEYER

SR VICE PRESIDENT & GENERAL COUNSEL
PO BOX 3727

SPOKANE WA 99220-3727
david.meyer@avistacorp.com

AVISTA UTILITIES

DON M FALKNER

MANAGER REVENUE REQUIREMENTS
PO BOX 3727

SPOKANE WA 99220-3727
don.falkner@avistacorp.com
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ANN L FISHER
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AVISTA CORPORATION
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tom.paine@avistacorp.com

AVISTA UTILITIES

RON MCKENZIE
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SPOKANE WA 99220-3727
ron.mckenzie@avistacorp.com



AVISTA UTILITIES

KELLY O NORWOOD

VICE PRESIDENT, RATES & REGULATORY AFFAIRS
PO BOX 3727

SPOKANE WA 99220-3727
kelly.norwood@avistacorp.com

CITIZENS' UTILITY BOARD OF OREGON
LOWREY R BROWN

610 SW BROADWAY - STE 308

PORTLAND OR 97205
lowrey@oregoncub.org

CITIZENS' UTILITY BOARD OF OREGON
ROBERT JENKS

610 SW BROADWAY STE 308

PORTLAND OR 97205

bob@oregoncub.org

DEPARTMENT OF JUSTICE

PAUL GRAHAM

ASSISTANT ATTORNEY GENERAL
REGULATED UTILITY & BUSINESS SECTION
1162 COURT ST NE

SALEM OR 97301-4096
paul.graham@state.or.us

DEPARTMENT OF REVENUE
DENNIS J MAURER
dennis.j.maurer@state.or.us

IDAHO PUBLIC UTILITY COMMISSION
DAN PFEIFFER

472 WEST WASHINGTON ST

BOISE ID 83720
dan.pfeiffer@puc.idaho.gov

KAFOURY & MCDOUGAL
LINDA K WILLIAMS
ATTORNEY AT LAW

10266 SW LANCASTER RD
PORTLAND OR 97219-6305
linda@lindawilliams.net

MCDOWELL & ASSOCIATES PC
KATHERINE A MCDOWELL

520 SW SIXTH AVE - SUITE 830
PORTLAND OR 97204
katherine@mcd-law.com

MIDAMERICAN ENERGY HOLDINGS COMPANY
STEVE EVANS

666 GRAND AVE
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srevans@midamerican.com
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SENIOR STAFF ASSOCIATE

PO BOX 928

1201 COURT ST NE STE 200
SALEM OR 97308
afogue@orcities.org
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