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Midpoint and Additional Changes 

Dear Mr. Tribble: 

_____ Please find enclosed for filing the origina l and 15 copies 
of GTEFL ' s Posthcaring Comments for filing in the above­
referenced matter . 

lt,~ _? _ _ 
OPe Service has been made as indicated on the certi ficate o f 

Service . If there are any ques tions wi th regard to this 
RCH I matter , please contac t the unde rsigned at 813- 228 -3087. 
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BEFORE THE FLORIDA PUBLIC SERVI CE COMMISSION 

IN RE: Amendment o f Rul e 25- 14 . 003,) 
F.A . C. , Corporate Income Tax Expe nse) 
Adjustment: Midpoint and Additional ) 
Changes. ) 

Docket No . 891278- PU 
File d : 2/19/90 

POSTHEARING COMKENTS OF GTE fi.QBIOA I NCORPORATED 

On November 29 , 1989 , this Commission i ssued a Notice of 

Bulemaking in Order No . 22237 proposing a c hange to Commis-

sion Rule 25- 14.003 to modify the existing definition of the 

term "midpoint". The rule amendment proposed t o utilize a 

zero cost rate for investment tax credits in determining the 

overall we ighted a verage cost of capital. A hearing was held 

on January 29, 1990 , regarding this issue. GTE Florida 

Incorporated ( " GTEFL" ) submits the following comments based 

on the evidentiary record developed at that hearing. 

1 . The proposed revision t o Commission Rule 25-14. 003 

FAC would calculate the rate of return (ROR) of a utility, 

f o r the purposes of the income tax expense adjustment, by 

a ss igning a zero cos t to the Company ' s invest ment tax 

c redits. There is a substantial question concerning whether 

this proposed rule amendment would violate t he no rmalization 

provisions of Internal Re ve nue Code Section 46 and Internal 

Reve nue Regulatio n Section 1. 46-6 , thereby subjecting the 

utility to the r ecapture of all non-amortized investment tax 

credits (lTC) , The l oss of investment tax credit eligibility 

nor.' vt~·t \ • , 
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would place over $750,000,000 in jeopardy for electric 

utilities within tho state of Florida. (Tr . 32). In CTEFL ' s 

case, the loss if a code v iolation wore to occur is 

approximately $44,000,000. (Tr . 20). 

Stated simply, CTEFL is concerned that the proposed 

revision to Rule 25-14.003 may violate the normalization 

r equ irements of Regulation 1.46-6(b)(3)(ii)(A). This is so 

because the initial rule revision apparently requires invest ­

ment tax credits to be treated as having a zero cost in 

computing ROR, which seems inconsistent with the foregoing 

regulation. 

2 . The record demonstrates that this Commission has 

traditionally taken a conservative approach towards adopting 

any sort of ratcmaking approach which could place investment 

tax credit eligibility in jeopardy. (Tr. 1 6) . The eligibil­

ity violations applicable to investment tax credits under the 

Code include assigning a cost of capital to investment tax 

credits which is less than the overall cost of capital in a 

rate setting proceeding . The record demonstrates that the 

Commission ' s tax rule can 

(Tr . 15) . Indeed, the 

include the adjustment of rates. 

record demonstrates that the 

application of a zero cost rate t o investment tax credits 

will increase the chances that a rate reduc tion will o ccur 

under a tax rate reduction situation and lessen the chances 

for the collection of a tax deficiency under a ta~ incr ease 

situation. (Tr. 13-14). 
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3 . Accordingly, the rule presents a potential code 

violation whi c h should be addres sed by the IRS befo re the 

rule is adopted. All parties appearing at the hearing have 

no objection to this approach i nc lud i ng the Staff and Public 

counsel. (Tr. 17 and 65) . GTEFL supports the Staff amend -

mont submitted at the hearing entitled "Internal Revenue 

Rul ing Request" which allows appropriate letter rulings t o be 

obtained before a zero cost rate is utilized for investment 

tax credits in determining the overall cost of capital und~r 

Commission Rule 25-14. 003 

WHEREFORE, GTE Florida Incorporated moves the Florida 

Public Service Commission t o amend its pro posed rule to 

include the Staff ' s proposed language regarding Internal 

Revenue Service letter rul i ngs as se t f o rth on Appe ndix A 

attached he r eto . 

Res pectfully submitted this 19th day of February, 1990. 

JAMES V. CARIOEO 
THOMAS R. PARKER 
WAYNE L. GOODRUM 

(;~~~~~ 
THOMAS R. PARKER 
Asso ciate General Counsel 
GTE Flo rida Incorporated 
P. 0. Box 110, HC 7 
Tampa, FL 33601-0110 
Telephone No. (813) 228- 3087 
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(8) Internal Revenue Ruling Roque s t , 

FPSC Docket No. 691 278-PU 
Appe nd ix A 

Cn> The treatment by the Commission of all investment 

3 tax credits at a zero cost rate sho!l be conk1ngent u po n a 

4 ruling from the Internal Revenue Service that suc h treatpent 

5 will not . for companies which elected to be treated under~ 

6 56Cfl C2l of the Internal Reyenue Code. result in the 

7 forfeiture of the investment tax credits . Pending rece1pt 

8 of such a ruling . each utility shall continue to use the 

9 weighted average oyorall cost of capital calculaked in a 

10 nanner consistent with the final IRS Regulation s. 1.~6-6 

11 published May 22 . 1986 . as the cost rote ot the utility's 5\ 

12 and lOl investment tax credits. 

13 Cbl Any such ruling reauest rnu§k be submitted t o th!: 

Commission by March 15 . 1990. The cost rote for the 

15 investment tAX crediks for any compony which failed to 

16 submit its own letter ruling reguesk to the IRS shall be 

17 governed by the first letker ruling issyed by the IRS in 

18 response to A request submitted pursuant t o subsec tion se a l 

19 of this rule. 



CERtiFICATE Of SERVICE 

I HEREBY CERTIFY that a copy of GTE florida Incorpo­
rated ' s Posthearing Comments in Docket No. 891278-PU has been 
furnished by united States mail this the 19th day of 
February, 1990, to: 

Cynthia Hiller 
Sta ff counsel 
Florida Public Svc.Com. 
101 E. Gaines Street 
Tallahassee, FL 32301 

Matthew H. Childs, P.A. 
STEEL HECTOR & DAVIS 
215 So . Monroe Street 
Suit e 601 
Tal lahassee, FL 31301-1804 

C. Dean Kur tz 
Central Te1 • Co. of Fla. 
P.O. Box 2214 
Tallahassee, FL 32316 

Russell D. Chapman 
Tampa Electric Company 
P.O. Box 111 
Tampa, FL 33601 

Harris R. Anthony 
E. Barlow Keener 
\ Ma r shall M. Criser, III 
105 S . Monroe St. ~400 

T~llahassee, FL 32301 

Jack Shrove, Public Counsel 
Office of the Public Counsel 
\Florida House of Represen. 
The Capitol 
Tallahassee, fL 32399-1300 

G. Edison Holland, Jr. 
Jeffrey A. Stone 
Beggs & Lano 
P . O. Box 12950 
Pensacola, FL 32576 

Lee L. Will is 
James D. Beasley 
Ausley, Mc Mullen, et al. 
P.O . Box 391 
Tallahassee, FL 32302 

Joseph A. McGlothlin 
Vicki Gordon Kaufman 
Lawson, Mc Whirter, et al. 
522 East Park Avenue 
Tallahassee, FL 32301 

THOMAS R. PARKER 




