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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

Dockets UE-190529 & UG-190530, et al.
Puget Sound Energy

2019 General Rate Case

BENCH REQUEST NO. 017:

On January 7, 2021, PSE filed with the Internal Revenue Service (IRS) a request for a 
private letter ruling (PLR). On July 30, 2021, the IRS issued a PLR in response to PSE’s 
request. On August 24, 2021, PSE filed a redacted portion of the PLR, pages 15-27, in 
Dockets UE-200843 and UG-200844.

 Please provide a complete, unredacted copy of the PLR that includes pages 1-
14. The filing may be made confidentially pursuant to WAC 480-07-160.

Response:

Attached as Attachment A to Puget Sound Energy’s response to Bench Request No. 
017 is a complete, unredacted copy of Private Letter Ruling No. 101961-21, including 
pages 1-14.
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cost of service, the estimated EDIT amortization for the year following the test year plus 
the next year which includes part of the rate year (in total, a 24-month period). No other 
similar adjustments are made for depreciation expense, income tax expense, ADIT 
(including EDIT), or rate base, which were, instead, based on the historical test period 
(again, not including pro form a adjustments which are not a topic of this PLR). 

Order was applied to Taxpayer as follows: The test year was calendar year 
Year 1. The original rate year was to be Date 2 through Date 3, but the start of that rate 
period was initially delayed due to Coronavirus to an effective date of Date 4. After 
some further delays, the rates became effective Date 5, for gas operations and Date 6, 
for electric operations. Taxpayer's originally proposed ARAM EDIT amortization was 
based on the test year (calendar year Year 1 ). The Order adjustment was based on an 
estimate of ARAM EDIT amortization for the two-year period Date 7 through Date 8, the 
total two-year amount to be passed back in one year. 

Taxpayer has proposed corrective action if the Service concludes that the EDIT 
treatment in Order is not consistent with a normalization method of accounting. If that 
determination is made, Taxpayer will need to reestablish a normalization method of 
accounting. In that event, Commission A has agreed to immediately open a proceeding 
upon Taxpayer's receipt of a PLR from the Service and revisit its order to comply with 
the Normalization Rules. This agreement was a condition of Taxpayer dismissing its 
judicial appeal of Order. 

Taxpayer has taken additional action to ensure a quick and complete correction if 
Order is found inconsistent with the Normalization Rules. Taxpayer filed an accounting 
petition with Commission A on Date 5 in which it requested that Commission A allow 
Taxpayer to track the difference between Taxpayer's approach and the approach 
required in Order. The difference between the two approaches will be recorded to 
Taxpayer's balance sheet as a monthly entry. Two accounts will be used - a tracking 
account and a contra account (collectively, the "PLR Tracker Accounts"). The two 
accounts will net to zero and thereby have no impact on Taxpayer's financial results, as 
doing otherwise would not be in compliance with Commission A's order. However, the 
accounts will provide contemporaneous documentation of the variance between the two 
approaches. 

For gas customers, rates consistent with Order went into effect on Date 5. For 
electric customers, new rates went into effect on Date 6. For both gas and electric 
customers, the accounting petition will provide Commission A with the ability to correct 
any normalization infraction that the IRS identifies in its ruling. 

Taxpayer anticipates that any correction will involve two elements. The first 
element is a new tariff rate that will comply with the Service's ruling, which will be a new 
base tariff. That rate would continue in effect until Taxpayer's next rate-setting event, 
which is expected to be a GRC. The second element is a temporary tariff rate to bring 
the EDIT balance back into alignment with a normalization method of accounting. This 
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second component would have the effect of reversing the amounts that were tracked in 
the PLR Tracker Accounts. The recovery of these balances would likely occur over a 
relatively short period. 

RULINGS REQUESTED 

Taxpayer requests rulings whether the accounting for EDIT as required by Order of 
Commission A is consistent with the Normalization Rules of§ 168(i)(9), former§ 167(1), 
and section 13004(d) of the TCJA. Specifically: 

(1) Whether the Normalization Rules of§ 168(i)(9), former§ 167(1), and section
13001 (d) of the TCJA permit Taxpayer to adjust its EDIT ARAM amortization
based on the test year to the EDIT ARAM amortization based on one or more
subsequent years without making similar adjustments to rate base, ADIT, book
depreciation expense, and tax expense;

(2) Whether the Normalization Rules of§ 168(i)(9), former§ 167(1), and section
13001 (d) of the TCJA permit Taxpayer to adjust its EDIT ARAM amortization
annually without making similar adjustments to rate base, ADIT, book
depreciation expense, and tax expense;

(3) Whether the Normalization Rules of§ 168(i)(9), former§ 167(1), and section
13001 (d) of the TCJA permit Taxpayer to provide a true-up to EDIT ARAM
amortization in the year following the rate year based on volume variances
between the test year and the rate year without making similar adjustments to
rate base, ADIT, book depreciation expense, and tax expense;

(4) Additionally, Taxpayer asks that if we determine that any of the requirements
described of Order are not consistent with the Normalization Rules of

§ 168(i)(9), former§ 167(1), and section 13001 (d) of the TCJA, Taxpayer
requests that we provide in the ruling that Taxpayer will not be considered to be
in violation of the normalization rules if it follows the corrective actions described
in its letter.

LAW AND ANALYSIS 

Former section 167(1) of the Code generally provided that public utilities were 
entitled to use accelerated methods for depreciation if they used a "normalization 
method of accounting." A normalization method of accounting was defined in former 
§ 167(I)(3)(G) in a manner consistent with that found in § 168(i)(9)(A). Section 1.167(1)-
1 (a)(1) provides that the normalization requirements for public utility property pertain
only to the deferral of federal income tax liability resulting from the use of an accelerated
method of depreciation for computing the allowance for depreciation under§ 167 and
the use of straight-line depreciation for computing tax expense and depreciation
expense for purposes of establishing cost of services and for reflecting operating results


















