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BENCH REQUEST NO. 1:
Please provide the following:
A. Accumulated Deferred Federal Income Tax (ADFIT) balance as of December 31, 2017.
B. The amount of excess deferred income tax reserve as described in IRC Sec 168(i)(9)(A)(ii) as of December 31, 2017, to comply with the TCJA.

C. The amount of excess deferred income tax expense the Company is currently collecting as of January 1, 2018, until the anticipated effective date of this general rate case.
D. A proposed amortization schedule for parts B and C of this bench request along with a supporting rationale for each schedule. Please identify and describe the amortization assumption, e.g., composite, average rate, or other alternative method.

E. For the current proceeding, provide an updated revenue requirement based on the Company’s direct filing position that accounts for the anticipated impacts of the TCJA.

F. In the event that all impacts of the TCJA are not fully known to the Company by the due date set forth in this bench request, a projected date by which the Company intends to file an accounting petition to address the impacts.
G. Supporting workpapers in electronic format with all formulas and links intact. See WAC 480-07-510(3)(e).
Response:
A. The total deferred tax balance is not expected to be significantly different as a result of the TCJA.  Most provisions are prospective and those effective in 2017 will not impact CNGC balances.  However, the total deferred tax balance will be split to identify Excess Deferred Federal Income Taxes (EDFIT) with minor non-regulatory adjustment to income having no impact on rates. The EDFIT will have two components, plant and non-plan deferred taxes.
B. The amount of excess deferred tax reserve related to IRC Section 168(i)(9)(A)(ii) is anticipated to be known by January 25, 2018.  Included in this amount will be basis adjustments. These amounts include reasonable estimates as of December 31, 2017. Upon filing of the federal income tax return, true-up will be made.
C. The answer is not straight forward.  There are many components to be taken into account.  For example, if the amortization of the excess deferred is to be identified, so must the offsetting impact to the rate base associated with the deferred tax balance.   The TCJA requires the use of Average Remaining Asset Method (ARAM) for plant EDFIT. The calculation is complicated and does not turn evenly, therefore to provide an estimate without more underlying analysis could result in a significant variation. A reasonable estimate will be available January 25, 2018.
D. The proposed treatment for Item B and C will ultimately be reflected in this rate case.  The excess deferred taxes are identified as plant and non-plant.  As stated above, all plant excess deferred taxes are proposed to be amortized ARAM.  Non-plant EDFIT do not require IRS ARAM. Similar to prior rate changes, we proposed these EDFIT to be amortized over a composite 10 year life, commonly referred to as the Reverse South Georgia method.  The use of ARAM on plant will have virtually no impact to the rate case as the amortization would essentially match the normal turning around of the deferred tax balance.  Customers will continue to see the rate base reduction of the full deferred tax balance and the amortization of the excess will mirror the life of the corresponding asset.  Non-plant will use a 10-year amortization which represents an average of the individual items.  This could have a relatively small impact to the rate case due to slightly different timing of individual components. It is important to note that not every remeasured DTA or DTL necessarily results in recognition of a tax-related regulatory asset or liability.  ASC 980 requires continual re-assessment of the recoverability of regulatory assets and probability of settlement of regulatory liabilities.  As further regulatory guidance and authoritative interpretation of the Act becomes available, it is likely that the estimates of the regulatory assets and liabilities recorded in the period of enacted will be re-estimated.
E. Cascade provides an impact to the rate case from the change to 21% from 35% for federal income tax (see attached “BR-01(1).xlsx”).  Currently, it is estimated that Cascade’s results would revise its request from a $5.9 million requested increase to an approximate $1.7 million increase.  There are other components to the TCJA that will impact the results (see attached “BR-01(2).xlxs”) but clearly the tax rate change is the most impactful.  Since the result shows that Cascade is still in need of a revenue increase after the impact of the tax rate change, Cascade proposes that the impact on 2018 results of operation for the period January 1, 2018, through August 1, 2018 (anticipated effective date of the current proceeding), be included in Cascade’s 2018 actual results of operation in order to properly match rate base with income and expenses and incorporated in its earnings sharing mechanism.  Cascade proposes that to the extent the tax reduction produces earnings above Cascade’s authorized return that 100% of the excess over the authorized return be returned to customers as opposed to a sharing component.  At this time, even with the tax rate change, Cascade does not anticipate being in an earnings sharing position.  Cascade will elaborate its proposal in supplemental testimony.
F. Cascade has not fully completed its analysis and determination of the complete impact of the TCJA.  Cascade does expect this analysis to be complete by January 25, 2018.  Upon completing its analysis Cascade will file a supplemental response to this bench request with a complete response.  Cascade would also anticipate following up with supplemental testimony describing the impact of the TCJA and its proposed treatment by January 31, 2018.
G. See attached “BR-01(1).xlsx” containing revised work papers and exhibits of Cascade Witness Mr. Parvinen.  These exhibits and work papers will be finalized and supported with supplemental testimony on January 31, 2018.
Note: “BR-01(01).xlsx” contains changes from 35% to 21% as green highlights.  Most notably is the per book FIT as shown in tab Exh Mpp-2 – ROO Summary Sheet, column (1), row 16.  All proposed adjustments shown in Exh MPP-5 – Summary of Adj have been revised to use the 21% FIT rate.  The Conversion Factor as shown on Exh MPP-4 – Conversion Factor and the resulting Revenue Requirement in Exh MPP-3 – Rev Req Calc have also been modified to reflect the 21% tax rate.
The determination of the rate spread/rate design will be modified in Supplemental Testimony to be provided on January 31, 2018 and will be modified from the figures shown in the attachment tab Exh MPP-2 ROO Summary Sheet, column (4) which currently shows a $1.2 million proposed increase to transportation customers.
