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On October 15, 2009, Portland General Electric (PGE or Company) filed UE 
178(3), its tax report covering the 2008 calendar year pursuant to Senate Bill 408 
(SB 408) (codified at ORS 757.267, 757.268 and OAR 860-022-0041). 

Much of the information contained in these tax reports represents highly 
confidential and sensitive information.  Staff has structured its initial findings in 
this report in a generic manner in order to avoid the possibility of disclosing 
confidential, or sensitive, information. 

Staff has thoroughly reviewed each calculation and all documentation 
provided by the Company. 
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SUMMARY OF 2008 SB 408 IMPACT: 

PGE reports the following for its Regulated Results of Operations for the 2008 
tax period:  

Table 1-Original Filing 
Federal and 
State Taxes 

Paid to units of 
Government 

Taxes Collected Surcharge or 
(Refund) 

Interest1 
(7/1/08 through 

6/1/2011) 
Total Refund  

$49.0 million $57.7 million ($8.7 million) ($1.5 million) ($10.2 million) 

 

PGE’s original filing reflected a total refund related to the Federal and State 
tax true-up for the 2008 tax period to be $10.2 million including interest. 

Table 2- Staff Recommendation 
Federal and 
State Taxes 

Paid to units of 
Government 

Taxes 
Collected 

Surcharge or 
(Refund) 

Interest2 
(7/1/08 through 

6/1/2011) 
Total Refund 

$48.3 million $57.7 million ($9.4 million) ($1.5 million) ($10.9 million) 

 

The impact of PGE’s refund of approximately $10.9 million represents a 
decrease of approximately 0.66 percent to PGE’s retail rates.  For the 2007 tax 
period, PGE had a surcharge of approximately $14.7 million.  However, due to a 
large refund that related to the 2006 tax period, which was amortized over a two-
year period, PGE is currently amortizing a refund of approximately $8 million.   

In June 2010, the effect of removing the current refund related to the prior 
periods, and replacing it with the 2008 tax period refund of $10.9 million will 
reduce current rates by approximately 0.13 percent (without consideration of 
interest).  PGE relied upon the Consolidated Method for the outcome of its 2008 
SB 408 filing.  Prior to June 1, 2010, Staff will review the remaining balance of 
the 12-month amortization related to the surcharge for the 2007 tax period.  Any 
over- or under-collection of these amortizations will be either included in, or 
netted against, the total 2008 tax variance plus interest on June 1, 2010. 
                                                      
1 This is an estimate of all interest that will apply until amortization is complete. 
2 See footnote above. 
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PGE paid approximately $834,000 in local taxes for the 2008 tax period and 
collected $1.0 million in rates.  The variance between taxes paid and taxes 
collected is a refund of approximately $177,000.  Interest of approximately 
$28,000 has accrued on this balance since January 1, 2008.  On June 1, 2010, 
PGE will implement a refund to Multnomah County ratepayers of approximately 
$206,000.  This refund will be implemented simultaneous to the refund generated 
from the true-up related to the State and Federal tax true-up.  For this reason, 
PGE’s Multnomah County ratepayers will experience a slightly higher refund than 
those outside of the Multnomah County jurisdiction.  

STAFF REVIEW: 

Staff conducted face to face interviews on November 12, 2009, December 1, 
2009 and by phone on December 15, 2009.  Citizens’ Utility Board and the 
Industrial Customers of Northwest Utilities were present for each meeting and 
participated in these discussions.  Staff sent ten data requests and conducted 
informal phone discussions.  

The Company provided several work papers, an electronic version of Staff’s 
Tax form and responses to Staff’s data requests.  While Staff raises numerous 
issues in this document, it also reserves the opportunity to raise new issues 
during the time remaining in this proceeding.  

Following is a detailed summary of Staff’s review:  

Staff requested the Company provide responses to the following items: 

• the amended tax returns included in the taxes paid calculation; 

• the SB 408 2006 deferral Schedule M item; 

• the various adjustments to deferred taxes; 

• the adjustments to interest synchronization method for purposes of the 
stand-alone calculation; 

• reconcile the charitable contribution add-back on Page 6 of Staff’s 
template;  

• why tax credits were applied in a different order for stand-alone than 
for the consolidated and apportionment methods; and 

• why the add-back related to the ISFSI tax credit is greater than the 
actual reduction to taxes on page 6 of the Staff Template. 
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As a result of our review, Staff identified the following issues regarding PGE’s 
original filing: 

(1) Amended filings included in taxes paid; 

This amendment adjusts taxes paid for 2008 plus interest to include amounts 
for anticipated amended tax returns related to PGE’s 2006 and 2007 tax periods.  
However, these amended tax returns were not filed or paid to Internal Revenue 
Service (IRS) at the time PGE filed its SB 408 filing on October 15, 2009. 

OAR 860-022-0041(5)(a)(B) states:  “For each tax liability or tax adjustment 
shown on an amended tax return or made as a result of a tax audit, that is filed, 
paid or received after the date the tax report is due for the applicable tax year, 
the utility must allocate the tax liability or tax adjustment to the tax year that is 
recognized by the utility for accounting purposes.”  

Staff interprets this rule to mean that an amended tax return that is “filed, paid 
or received” after the “date the tax report is due” for the applicable tax year would 
mean (in this scenario) that a 2008 tax filing that is “amended, paid or filed” 
before October 15, 2009, would qualify as an “amended return”.  In this 
circumstance, however, PGE had not “yet” filed the amended returns or paid the 
tax as of October 15, 2009.  Instead, PGE relies upon the wording at the end of 
the rule which states that the utility must allocate the tax liability or tax adjustment 
to the tax year that is recognized by the utility for accounting purposes.” 

The actual date for this amended filing occurred after the October 15, 2009 
due date for PGE to submit its SB 408 filing, therefore Staff had no 
documentation of the “actual” amendment submitted to the IRS, only the estimate 
of what the Company intended to submit.   

Staff believes the rule language seems to contradict itself from the beginning 
of the statement to the end of the statement.  During settlement discussions, 
Staff and the Company were ultimately at a stalemate as to which language 
should apply to this circumstance.  The amended return was filed by PGE on 
November 13, 2009, therefore, PGE was able to provide documentation of the 
amendment prior to the publication of this Staff issues list.   

While the Company provided a copy of the amended filing, however, upon 
review the amendment did not match the SB408 adjustment included in PGE’s 
tax report.  In the SB 408 filing, PGE’s estimate of tax and interest was 
approximately $100,000 higher than the actual amount paid with the amended 
returns.  The adjustment results in a decrease to PGE’s federal and taxes paid of 
approximately $122,000. 

It is essential that Staff be provided with the proper documentation of 
amended returns in a timely manner to complete its review of the SB 408 filings.  
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This would require that any amendments booked as a provision to any tax period 
must be “filed, paid and received” by October 15th of that tax period in order for 
them to be included in the SB 408 filing.   

Staff recommends that PGE revise its federal and state taxes paid by 
$122,175 to reconcile the actual tax and interest that relates to the amended 
filings.  Doing so will result in an increase to PGE’s refund to customers of 
$122,175. 

Further Staff recommends that the Commission open a rule-making in order 
to clarify the language in this section of the rules and will recommend that 
amendments be filed, paid and received prior to October 15th of each year to be 
included in the SB 408 tax filings. 

(2) Adjustments made to deferred taxes related to carrying charges 
on regulatory assets; 

FERC requires the utilities to book these carrying charges below-the-line. In 
its stand-alone calculation, PGE made an adjustment to its temporary Schedule 
M’s that relate to carrying charges on regulatory assets in order to attribute the 
impact of deferred taxes to the utility activities rather than treat them as any other 
costs that are booked below-the-line.  PGE feels it is appropriate to adjust the 
deferred tax impact of these costs because it believes that the interest on 
regulatory assets is related to regulatory operations. 

Specifically, PGE did not apply the Schedule M deduction in the stand-alone 
calculation which would have served to reduce taxes paid.  Instead, PGE made 
an adjustment to retain the credit for the associated deferred taxes for the utility 
only, which increases taxes paid.  Staff believes PGE’s adjustment is 
inappropriate because these costs are required to be booked below-the-line and 
should be treated as such in the SB408 filing. 

Additionally, Staff believes that if the Company were to recover the cost of 
items booked to regulatory assets it would do so in a supplemental tariff and not 
in base rates.  Supplemental tariffs are not included in the taxes collected 
calculation because these are items that are typically temporary rate impacts, 
collected from prior periods, or simply disallowed and not recovered from 
ratepayers.   

Staff recommends that PGE revise its calculation of stand-alone to apply the 
Schedule Ms that relates to the carrying charges on regulatory assets.  This 
revision  will not impact PGE’s refund because the consolidated method is the 
lowest three methods and this adjustment will only impact the stand-alone 
calculation. 
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(3) Review whether interest synchronization was applied to the 
stand-alone method for calculating taxes paid; 

On Work Paper (WP) E-1, PGE makes an adjustment to interest 
synchronization in its stand-alone method to include interest on regulatory 
liabilities. Staff believes these adjustments serve to modify PGE’s taxable income 
in the stand-alone calculation and nullifies the use of interest synchronization.   

Staff believes that the Company should not make adjustments to the interest 
synchronization as it is a proforma calculation intended to serve as a proxy for 
the interest deduction on the tax return.  Therefore, these adjustments to 
deferred taxes tend to modify interest synchronization and inaccurately modify 
the taxable income of the utility on a stand-alone basis. 

Staff recommends that PGE remove the adjustments to the taxable income 
made on WP E-1 by approximately $9.1 million.  This modification would not 
impact the outcome of PGE’s refund because the outcome of PGE’s SB 408 
filing relies upon the consolidated method rather than stand-alone. 

(4) Demonstrate how charitable contributions made by PGE reduced 
the apportioned Stand-alone tax liability and therefore need to be 
added-back on Page 6 of the tax report; 

On page 6, Line 2 of the Staff report, PGE adds back the federal tax benefit of 
charitable contributions.  The first section of page 6 recognizes the 
apportionment method of taxes paid, which is the “greater of” apportioned 
consolidated or apportioned stand-alone.  For PGE, in this reporting period the 
apportioned stand-alone method ends up being the “greater of” the two methods.  

Because charitable contributions are below-the-line activities and are 
therefore not included in the results of operations, Staff believes that there was 
no tax benefit of charitable contributions in the apportioned stand-alone 
calculation.   

Staff recommends PGE remove the add-back from page 6, line 2 by 
approximately $56,000.  Doing so does not ultimately impact the outcome of 
PGE’s refund because for this reporting period PGE relies upon the consolidated 
method.  This revision will only affect the stand-alone and the apportioned stand-
alone methods. 

(5) The application of tax credits and the add-back of tax credits on 
Page 6 of the Staff report; 

On Page 2 of Staff’s tax report, PGE includes sixty-five percent of the value of 
ISFISI tax credits when calculating taxes paid.  This reduction represents the net 
of the actual benefit of the tax credit.  Due to a net loss for federal taxes the 
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Company does not experience the entire benefit of this tax credit.  However, on 
Page 6 of the tax report, the Company adds the entire ISFISI tax credit back 
creating a mismatch in the calculations.  In response to Staff’s data request no. 
39. PGE agreed to revise the add-back amount to match the calculation of taxes 
paid on Page 2 of Staff’s tax report. 

Staff recommends that PGE revise its tax report so that the add-back on 
Page 6 is equal to the benefit of the ISFISI tax credit included in the taxes paid 
line on Page 6.  This revision will increase PGE’s SB 408 federal and state 
refund by approximately $600,000. 

Summary.  The summary of Staff’s initial findings results in a total increase to 
PGE’s federal and state refund of $725,260.  Staff has no recommended 
revisions to PGE’s total refund of local taxes of $177,439.  






