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DISPOSITION: STIPULATION ADOPTED 
 

I. INTRODUCTION 
 

In this order, the Public Utility Commission of Oregon (Commission) 
approves a stipulation that resolves all issues related to the tax report for calendar year 2008 
(2008 Tax Report) filed by PacifiCorp, dba Pacific Power (Pacific Power), in compliance 
with Senate Bill 408 (SB 408).  The stipulation authorizes Pacific Power to surcharge 
customers an additional $1,760,814 for state and federal taxes, plus an estimated $285,872 in 
accrued interest.  The stipulation also authorizes Pacific Power to refund to customers 
$342,361 for local taxes, plus an estimated $54,652 in accrued interest.  Both the surcharge 
and the refund will be amortized over one year. 
 

SB 408, primarily codified at ORS 757.268, requires utilities to true-up any 
differences between income taxes authorized to be collected in rates from customers and 
income taxes actually paid to units of government that are “properly attributed” to utilities’ 
regulated operations.1  Utilities must make annual tax filings reporting these amounts on 
October 15 of each year.  If amounts collected and amounts paid differ by $100,000 or more, 
then the Commission must order the utility to establish an automatic adjustment clause to 
account for the difference, with a rate adjustment effective June 1 of each year.2   

 

                                              
1 ORS 757.268(4).   
2 See ORS 757.268(4), (6)(a); OAR 860-022-0041(8). 



  ORDER NO. 10-126 
 

 2

II. PROCEDURAL HISTORY 
 

On October 15, 2009, Pacific Power filed its 2008 Tax Report as required by 
ORS 757.268.3  On November 5, 2009, the Commission held a prehearing conference and 
adopted a procedural schedule.  Commission Staff (Staff) held a workshop on November 13, 
2009, and settlement conferences on November 23 and December 9, 2009.  Staff, Pacific 
Power, the Citizens’ Utility Board of Oregon (CUB), and the Industrial Customers of 
Northwest Utilities (ICNU) participated in settlement negotiations.   

 
 ICNU filed the direct testimony of Michael Early on January 14, 2010,4 to 
preserve arguments that ICNU has previously appealed to the Oregon Court of Appeals 
regarding the rules implementing SB 408 and the safe room procedures adopted in the 
protective orders in SB 408 dockets.  ICNU filed a motion to admit the testimony and the 
affidavit of Michael Early in support of the motion on February 25, 2010.  ICNU’s motion to 
admit the testimony of Michael Early is granted, and exhibits ICNU/100 and ICNU/101 are 
made part of the record in this docket. 
 

Pacific Power, Staff, and CUB (collectively the “Stipulating Parties”) 
submitted a Stipulation and Joint Explanatory Brief on January 19, 2010.  The Stipulation 
and Joint Explanatory Brief are admitted into evidence under OAR 860-014-0085.  ICNU did 
not sign the Stipulation, but indicates that it does not object to the Stipulation.  The 
Stipulation is attached as Appendix A. 
 

III. DISCUSSION 
 

The Stipulation resolves all issues related to Pacific Power’s 2008 Tax Report.  
In the 2008 Tax Report, Pacific Power states that it paid approximately $38.2 million more in 
federal, state, and local taxes than it was authorized to collect in rates.  Staff raised two 
primary issues related to the 2008 Tax Report.  First, Staff questioned the calculation of the 
deferred income taxes floor under OAR 860-022-0041(4)(d).  Second, Staff questioned 
Pacific Power’s method for deriving the cost of debt used to calculate interest expense under 
OAR 860-022-0041(2)(p).   

 
Regarding Staff’s first issue, Pacific Power tracked its deferred taxes in two 

categories:  (1) deferred taxes related to tax depreciation on public utility property were 
reported on lines 5, 14, and 23 of the SB 408 Staff template; and (2) all other deferred taxes, 
including taxes related to book depreciation on public utility property, were recorded on lines 
4, 13, and 22 of the SB 408 Staff template.  Lines 5, 14, and 23 contain the amount that 
forms the basis for the deferred taxes floor, subject to further adjustment for tax refunds.  
This floor is designed to ensure compliance with normalization requirements by fully 
protecting deferred taxes related to depreciation on public utility property when the utility’s 
current tax expense is negative.  Pacific Power’s approach was based on the fact that the 

                                              
3 The following documents are admitted into evidence and made part of the record in this docket:  Pacific 
Power’s 2008 Tax Report (Oct 15, 2009); Staff’s Issues List (Dec 18, 2009); Pacific Power’s Revised 2008 Tax 
Report (Jan 20, 2010).   
4 The testimony was re-filed to correct page numbering on January 20, 2010. 
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“taxes paid” calculation required by the rules implementing SB 408 consistently isolate and 
track tax depreciation separately from book depreciation as evidence of compliance with 
normalization.  In the 2008 Tax Report, Pacific Power’s deferred taxes reported on lines 5, 
14, and 23 exceeded the stand-alone tax result, which was the lowest of the three “taxes paid” 
calculations, so the deferred taxes floor constituted the final “taxes paid” amount. 

 
Staff interprets lines 5, 14, and 23 differently than Pacific Power.  Staff 

believes that the deferred income taxes generated by the net difference between book and tax 
depreciation should be reported on lines 5, 14, and 23, not lines 4, 13, and 22.  Staff believes 
that its method ensures that customers retain the benefits of book depreciation while still 
avoiding a normalization violation.  If Staff’s interpretation is used, and the deferred income 
taxes generated by the net difference between book and tax depreciation are reported on lines 
5, 14, and 23, then the deferred income taxes floor would no longer exceed the stand-alone 
tax result.  The stand-alone tax result would then constitute the final “taxes paid” amount.  
For the purposes of the 2008 Tax Report, the Stipulating Parties agreed that Staff’s 
interpretation should be used.  This change decreases Pacific Power’s state and federal taxes 
paid, and therefore the total state and federal SB 408 surcharge for 2008, by $35.9 million.   

 
The Stipulating Parties did not resolve the second issue raised by Staff.  The 

Stipulating Parties agreed, however, to a compromise amount of interest expense for 
purposes of the 2008 Tax Report.  Under this compromise, Pacific Power agreed to revise its 
2008 Tax Report to include the interest expense for Pacific Power’s taxes paid that is equal to 
a decrease of approximately $0.9 million to Pacific Power’s state and federal taxes paid and 
to the 2008 SB 408 surcharge.   

 
With both adjustments, the Stipulating Parties agree that the total SB 408 

surcharge for state and federal taxes for 2008 should be $1,790,814, plus an estimated 
$285,872 in interest.  The Stipulating Parties also agreed that Pacific Power would refund to 
customers $347,361, plus approximately $54,652 in interest, for local taxes.  The Stipulating 
Parties state that the surcharge and the refund are consistent with applicable Commission 
rules, and that rates reflecting the surcharge and the refund are fair, just, and reasonable.  No 
party objected to the Stipulation.  Pacific Power filed its revised 2008 Tax Report on January 
20, 2010, incorporating the changes in the Stipulation.   

 
IV. CONCLUSION 

 
The Commission encourages parties to a proceeding to voluntarily resolve 

issues to the extent that settlement is in the public interest.  The active parties to this docket 
entered into a Stipulation that resolves all outstanding issues.   

 
The Commission has examined the Stipulation, the Joint Explanatory Brief, 

and Pacific Power’s revised 2008 Tax Report.  We conclude that rates reflecting the 
surcharge and the refund authorized by the Stipulation are fair, just, and reasonable.  
We therefore adopt the Stipulation in its entirety. 
 












































