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POSTH~IHG STATEMEHT 

In accordance wl th Rule 25-22 056, f.A C • Tampa Electdc fl l~s thl s 

its Posthearlng Statement: 

Bad round 

This docket wa s tnt lfated by Order No 27?37 on Novel'lbPr 29. 1989 to 

consider certain amendment s to the Co~isslon's Tax Saving~ RulP 25-1 4 003. 

F.A.C. Th is rule has been the subject of exhaustive reviPw Mid rrltlclsm 

over the past three years since the enactment of thP Tax RPform Acl of 1986 

which, among other things. lowered the federal corporate 1ncomP tax rate . 

Wh l le this rule, as curren tly written, In fact opert~lPd to lhP qreat 

benefi t of Tampa Electric's ratepayers endless debate ha s ~>nsued Path tlmP 

the Comisslon has applied the rule. This controversy lPd lhe Comisslon 

In late 1989 t o remove water and sewer companies from the npPratl on of the 

rule . The Commission Ini tiated the instant rulemakl nq procPPdfnq t o 

consider several amendments to the rulf> and to consider wh~>lhf.'r lhP rull' 

should be abolished al t ogethPr. 

As provided In Order No. 22354 (12/29/89 ). Tampa Electric and Florida 

Power and Light C0111pany ("FPL") preflled teslfmony of Hugh GowPr ~('t tfn" 

out these companies ' objections to Staff's rroposed amPn~~Pnt ~ 

objec t ions are summarized bPlow. 

ThesP 



TiiE PROPOSED RULE VIOLAITS THE NORMALJ7ATIOH REQUIREMFHTS 

OF THE FEDfRAl INC(J(f TAX CODE 

This Commission has consis tently recognized that In nrdPr t n mPPl the 

requirements of IRS Secti on 46(f)(2) the cos t o f capital ln hP ~ ~~ig nPd to 

lTC must be at least equal to the overall wei ghted averag~ co~t nf capital 

that would have been provided by common and pre ferr ed s toc~ holdPr and long 

ter11 creditor s if the credit were unavailable . (See Gow!'r, pagr R) As 

recognized by the Comm i ssion In Its prior order s {see page 'lS, Ordrr No 

13537 Issued In Doc ket No. 830465-El), the use o f a zero co~ t for lTC would 

place ut i l ities and 

associated with lTC. 

ratepayers 

In fact, 

In jeopar dy o f losing t.hP bl'nrf lls 

the benef itS aSSOCi alPcf With fTr are 

substantial z ,ountlng t o hundreds of mi ll ions o f dollar ~ ln rlorlda 

electric util ity cus t omer s. Clea r l y, neither lhe risk nf los<. nor the 

ultimate l os s of the se benef i t s Is In the Interest o f efth~r ra t.Ppayrr<. or 

I nvestors {see Gower, page 10). 

Mr . Gower' s t es timony al so demons trate s that. lhP normall1rHion 

requirements o f Section 46{f)( 2 ) of the Internal Reve nul' Cod" ~ppllr<. not 

onl y to the regulatory trea t ment. In f ull rpvpnue requlrPmPnt <. 111 oCPPdlnqs 

but also applies to the treatment In l imited scope procel'c1ln!Jc; -;urh ~s Rule 

25-14.003. Thl s Is because o f the obv ious pract.lca 1 mannPt In which Rulr 

25-14.003 as proposed by Staff would work t o undermine thP 1 rnvlslnns of 

the Internal Revenue Code . ror example, thl' Commission rnulrt dt>t.PrrnlnP a 

company ' s revenue r equirements , by g iving lTC the welghtf'd ~vPraqP ro<. t of 

replacement capital as required by the Internal Revenue C:ndP , and t.hPn In 

the very next. year, through lhe operation of this rulP, ,. ,.,,..,tabll\h t.he 

company's revenue requi rements and requi r e a ra t e reducti on by using a zero 
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cos t f or t he lTC Included fn the capita l s truc ture Anv RttPmpt lo 

desc ribe Staff' s proposal as not i nvol ving ratemak fng I s r>bv inus lv f lawE>d 

whe re ft fs clear that the r ule Is In tended t o allow the Cnmml \ •l r> n to ma~P 

a c hange In rate s ba sed on c hanges i n the tax rates of thP lnt~rnRI RE>vcnur 

Code . 

In previous Instances where there ha s been soml' que s t ion ~r th~ pf fect 

of the treatment of Investment tax c redits , thl \ Comm ission hn~ dPcllnPd to 

ado~t s uch proposal s for fear that It would j ~>opard l7P lhl' utili ty' s 

ability t o use t hese val uable tax credit ~. Whe r e thr Comml\slon . 

nevertheless , felt the proposal had some merit It has requlrPd thr v.1rlou~ 

utilities to submit r evenue ruling r eques t s to the Inte rnal R~'vrnur ~Prvi cP 

to sett l e t he point . Fo llowing a discussion o f thi s f <,su~ durfnq thP 

hear ings held on January 29, Staff proposed a new paragrdph R to lhP r ul P 

which would provide for an Interna l Revenue ruling reque st Tampa F 1 Petri c 

Company first urges that the Commission abandon the requ lrrmpnL In thP rulr 

tha t zero cost ITC be used . H .... we ve r, If the Commlc;<ion insis t s on 

I ncludi ng such a provfsl on In the rul e, fl Is lmpe ratlvr that St a ff' c; 

language proposed f or a nPw paragraph 8 br Included wllhltl t.hP rule . 

Our I ng the heart ng, St.a ff agreed to rev I SP the date In t hP proposed 

pa ragraph 8 so that a r uling r equest wou ld bP r~>qulred " rP.l HlMhl~ tim~> 

after the adopti on of the rulP. 
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STAFf ' S PROPOSAL TO UTJU ZE Tiff ~ST RECENT 

aJ14ISSIOH - APPROVED RATE OF RETURN OH CCM«lH fQUI TY 

AND THE CALCULATION OF TilE WEIGHTED COST or CAP ilAL IS INAPPROPR IAII 

I t Is obvi ously d1ff1 cul l to take sufficient Pv ldenc, tn ~pp 1 op r la t~ly 

set convnon equity returns within the con f tnPS o f a 1 imi t Ptl scopP 

proceeding . Such a procedure woul d requ1rP thr Comml s!>lnn t o d~>rlde clll 

Issue whi ch 1 s uniquely comp lex, In terrelated and affect,. rl hv many o thf'l 

variables, and risk the result whi c h may nol br approprial,. <~nd fal1 (SPf' 

Gower, page 13) As slated by the rlorlda Supreme ff'ltlll In IJntled 

Telephone Com~any __ v . Mann, 403 So .Zd 962 (fl~ . 1981) : 

Since change s In lhe cost of rqulty arc not 
easily c al cu lable, they arP not prop~>r 

subjects for Interim hearing . 

This is because the consideration of comprehPnslve f'v ldPnr,. on r~> t urn 

on equfty "would have been tantamount to holding ,, cnmpr~>h<>n ~I VP 

rate-making proceedi ng . " The confusion o f the return on Pflul ly is~u ,. Into 

the operation of the rul e s lgnlqcanlly adds to the c:omrll~>xltv nr thr 

rule . The purpose of lhP rule s hou ld be llmltPd to prr.vid~> 111 ~>ffid ,.nt 

means of correcting f or an P.conomtc Impact causPcl by c hanqn<. In l nr:nmr un· 

rates between general ratP cases By requtr lnq the Comml<.<;lnn '" i!cfdrP H 

numerous complex Issues within the context o f the ooerall lln o f thP o·ul~>. 

the Convnlssi on w11 1 c reatf' even more contrnvrrsy and ilcrlmnny •Jnd~> l thl' 

revised rule than ha s been Pxperl~nced undPr Lhr prr senl 1ulo 
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STAFF' S EXCLUSION or NONRECURRING EI.FMrNTS rmJ4 ntr fARNJNGS 

CALCULATION IS IMPROPER AND INCONSJ STENT WITII TilE INITNT 01 Tiff RUI r 

Staff's recommendation to only considr!r rP.cur·r lnq "1"1'1Pnt In lhP 

rule's earning ca lculalion Ignores a fundamrnta 1 dl ff .,rPnr<• hl" lWrPn ~ 

general rate case which Is designed to t>Hablish futun' rill"• IM'>Prl on 

total revenue requfremt>nt s and a limited scope procPt>dlng lhP l~Y S~vlnq< 

Rule wa s designed t o approve a refund or t o co llf'ct a ..,hor· tfil ll n f ·l r tual 

prior periods base rate s allrfbutable to one specific elPmrnt nl th~> roq 

of servi ce - income taxes . In general ratP ca '>I"S wherl' r·.Hr" '" r• ~ Pt fnt 

the future, this Commfssfon frequently adopts adj us tment s ..,n thH thr t.o t ,11 

revenue requirements will bP rPpresentalivP of ac tual op~>ri'lt luf'J cnm11t lon o, 

expected to exist when thP nPw rates will be In p ffPct In th,.. futllt" In 

con trast, adj ustments for nonrecurring Items are not cnn•.l•. t rnt ~ 111 tht> 

Inten t of a lfmfted scope proceeding. (See GowPr, page 15) 

Moreover, any attempt to exclude nonrecurring cos t of ~Prvlr.P l lP~~ i.., 

not administratively efficient . By Introducing thl<; t c;-. up tu~o lhr> 

proceeding, endless debatP will occur whethPr "Jlr cl f iL rn<.r~ ,.,.,., irt fac· t. 

recurring or nonrecurring . ll will be arquPd that ,1 glv"" ''"P"" • whirh 

never before occurred and Is expected never ln aqaln occu• ,.,.ill h•• '"fll iiCPd 

with anothtrr "unique" Pxprnse Thfs Commis!>lon h.n r- nw.i t1r>r·abl• 

difficulty with such fssuPs whPn conslderfnq lhP context ,., full 'Jf'nP.ral 

rate cases and this diff iculty will be not hr> lPss!'ned In" liml tPrl r;copr> 

proceedi ng . 

Mo-eover , this rule shnuld bP designed to ilddti'SS th" Mt•r,,l t nr;r Pa <.l' 

or decreases In fncorne tax r>xpPnSP.S bas~>d upnn lhP. ,1ctu01 1 "'"' 1 lnqr, n f tht> 

utility calcula ted fn a nannPr consistent with Commf <-<.inn polkll"\ and 
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procedures. Arguments r ega rdIng nonrecurrl ng l tPm '> arc:> not ru fIN: t <>d nn 

the actual earning s of a prior period . EvPn In rate .1nrl f•lll r<>vl"nur 

requirement cases , all nonrecurring ltemo; arr no t ~>xrl llclPcl fr om thr 

ratemaldng formula . ror example, the Comwtr. slon r outinel y rfln<.ldPI <; l)ain<. 

on s ale of proper ty which may be nonrecurring but arP ••rvl'llhPlP'\• 

amo rtized over somP period of time rather than lo ta lly II'JnnrN1 It 1<. 

gene ra lly recognized that every year, somP lrve l of nnn."lnnu.;l ~' :.pPn SP 

occurs whlcn repeals Itself In the aggregatP , If not speclflf'.llly 

as these Items are prudent, they are part. o f t.hP nPces<;ary ~n<.t of doinq 

busi ne ss. (See Gower, page 18) Fi nally, and pPrhaps morr lmJlnrt<~n l ly, If 

nonrecurring expenses (howcvPr defined) are a I way s f!'fr lwlrrl from thP 

r atemak lng formula, utllltiPS wou l d never E>arn thPir authrn i 7PO rl'lurn 

( See Gower, page 16) 

TUE PROPOSED REPORT FORM INAPPROPRIATELY 

ELEVATES TIIF STATUS OF TilE 0&M BENCOORK 

The Staff's proposed rt>porl form wh ich r~>t.aln<, :J •~'~J••fr·rm~>nt t o 

nrov ide a calculation of t.hP O&M benchmar~ 1<. lnapnrop• •·"" lhr• lillr 

Savings Rule should bP deslqned to approve " refund or coll,r• ,, ·hortfall 

o f an ac t ual prior period hasPd rates allrlbutahlP to a sl r111l" ,.Jr•mrnt nf 

cos t o f service - Income taxPs . The purnosP of the calcul-1• inu of ~'Mnfnqs 

under the rule Is on actual prior earn l nq s adju <, tPrl only fm •pPrl fie co<, f 

element. s recovered t hrouqh a sepa ratP recovPry c lause nr fnr ~'XJ'l f'O<,P\ 

previously excluded from consldPrat l on as a ma tter of Cnmml··.lnn nnllcy 

The Commission ha s con s l stPnlly appli ed lhP ~M benchmarl v ·'" ,,n,llytlral 

tool. Nothing more, nothing less . ll i!. th~> point nf bPqlnnlnq o f 
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analysis . The Inclusion of thP O&M benchmark a na l y s i s and <> vr>ry f iling o f 

the r ule c reate an enor1110us unnP.cessa r y reporting bur·d<>n whic-h would 

frustrate the ad11lnlstratlvP pfflclency of tht> rul~ Jnf u.,lon n f l hP O&"i 

1 ssues wl thin t he ope rati on o f the rule Injec t s further· r.nn tr·ovr nv and 

endl e ss debate. Concern ovPr utilities earn i ngs level o f o~t>r~ t lnn P~ pe n sP 

level should be addressed through continu i ng s urvf' lll-1nrr• 1ml. If 

necessary , show caus~ proceedings . 

TilE RATE OESIGH RH~.IIREMENTS IN PARAGRAPH 5( f) 

OF THE RULE WILl ADO FURTHER CONTROVERSY TO Tlfr Rill r 

Under the c urrent r ule, each cu s t.omt>r' s share nf t h<> r Pfund or 

collec t ion Is determ i ned on a Hlowatt hour ba o;fs Thr ~r opoo;Prl ru l ,. wou ld 

c reate cost of service s tudy I s sues within th i s al r ,.;ufy nvPrburdPned. 

so-ca 11 ed lim fled-scope . procedure As wa s po I nled out. cfur i nq t h<> hearIng 

on this matter, cos t o f service and rate design Is<''"" M P highl y 

con troversial and requ i re the testimony o f numernu.; PlCpt>rt -. and 

consi derable he11rlng time to r«• sol ve . The rul e <,hould 11flt h,. <~ m<>ncfPd to 

allow these extremely complex I ssues t o bP fncl udPd In ta x •avlnQs r ul P 

cases. 

PROPOSfO RULE IMPROVFMfNTS 

During the hearing, Mr . Gower d l o;ru H Pd SPvP r al r onr.t>p l ua 1 

impr ovements t o the rule wh ic h are generally s taled a s fo ll ow' 

1 . The rule should operate essential l y I n thP s amt> mann,., r·,.qa rdl ess 

of whethe r t ax c hanges are up or down . 
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Z. The r u le shou ld b~> amended so that rate lncrf'a""" or rlPrrPHP" 

would be Imp l emen t ed coinciden t with the date Income t~r lncr~>a~Ps or 

dec rea se s are effecti ve , r·a the r t han af t er t.hP. year· In whirh thP ratP 

change occurs . 

3. The ru le should be changed so that the previ ously detPrml ned 

r evenue e ff ec t o f ta x Inc reases or decreases bPing passed on to ratPpayers 

Is Included I n the utility ' s base rates a ft e r a period o f tim~' 

The exac t c hanges and language which would Implement thPS" QPnera I 

provis i ons are attached as Exhibit 1 hereto . 

COMMENT S ON COMMISSIONER GUNTFR' S PROPOSAl 

During the J anuary 29, 1990 hea ri ng, Commissioner r.un tPr r~>qu~>sled 

COITIIT'ent on a propos a 1 tha t. the ru 1 e be amendPd to pr ov fdn 1 ha 1 when tax 

r a te change s occur In t hP future. a calculation would bP madP u~lnq thP 

da ta I n the rec ord o f the company ' s l ast rate c ase but sub~tttutlng thP npw 

t ax r ate f or the tax rate used 1 n :.hat c a se t o derI ve a rPv~'nuP r"'l"' rl'mPn t 

difference. The company ' s ra t es would then bP lmmedlat~>ly .1diw t~>cf o ta~P 

tha t differenc e In t o e ffect. 

While thi s may have some appeal at f irs t blush. lh~>rf' ar" somP 

substa ntial di ff iculties with thi s approach wh ich wil l lP;jrl tn unfair 

r esu lt s. In the f irst lnst.1nCP, a substanlfal amount of 1 fmr> m.1y havf' 

pa ssed si nce t he company' s last rate casP; for PXamplP, f.Pnt<>l ' ~ la<.t rat!' 

case wa s In 1976 . Tampa E: lt>ct.r l c • s las t. r ate case wa\ ba <.Nt ou " Jq811 t est 

yea r . Se condl y , the bi l li ng determinants usPc1 In a pr iM rll·ru"PPc11nq c an 

signi f ican tly di s t o r t the a•ount of the rate increasP or dPrr"a~" 
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If, for example, a tax rate increase Is enacted ancl th~> print ca<.P 

data Indi cates a difference In tax expe nsP of Sl milli on . thP prior casP 

billing determinants wil l ~>xaggerate the amou nt o f the ra t P lncrPnsP as 

applied to the current customer ba se. Thi s mean s that a Sl million ratP 

Increase applied t o 1984 b1111ng determinants wlll produCP mor~> than $1 

mllllon In 1990. 

In summary, there are seve ral factors which cou l d opP r.tt~> to dl<. t o rl 

the results under thi s proposa l . 

COHCLUSIOH 

The amendments proposed by Staff In thi s proceeding will opPril tP t o 

the substantial detriment of both the company and Its rat~>ravPr <. As a 

matter o f priority, the Commission s hould either adopt th"' chitngP <. In the 

rule whi ch are set out In Exhibit I hereto; or leave the rulP H Is In I t s 

present form. In the alternallve, the ru le should be repealed Thr least 

attractive option before the Comlssion would be to adopt t hP iHTIPndments to 

the rule as proposed by Staff . The c hanges proposed by Staff wnuld qrNt 1 ly 

comp II ca te an a 1 r eady ove rburdened 11m lled--;cope 11ror~>Prl l nfl Tht" 

complex i ties added are so severe that thP rule would hP ~><.•~>ntlally 

unworkable . Staff's primary recommendat ion t n the Commls~lnn in th" past 

ha s been t o repeal the rul~> rather than to aml'nd I t In t hn milnn,.r a<. 

pr oposed In this proceeding 
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DATED this 19th day of lebruary, 1990 . 

AtLorney s for Tampa r IPrt l"lr Company 
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Division of Legal Services 
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Jack Shreve 
Office of Public Counsel 
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Matthew H. Chi lds, P.A. 
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215 So. Monroe, Ste. 601 
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James P. Fama 
Post Office Box 14042 
St . Petersburg, Florida 33733 

C. Dean Kurtz 
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Post Office Box 2214 
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*By Hand Delivery 

Thomas R. Parker 
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Tallahassee, Florida 17301 

Paul Sexton 
Richard A. Zambo, P.A. 
211 So. Gadsden Street 
Tallahassee, Florida 3?301 
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DOCKET ~0 . 891!78-Pr EXHI&rt HAC-t 
Page 1 of 7 

25-14.003 CORPORATE INCO~E TAX EXPENSE ADJ USTMENTS 

L. Def inition• · For the purpose of thls Rule , the following deC inLtions shall 

appl y: 

(a) "Ta.x Savings." The d iffe rence between the actual !udscHctional t&IX 

expenses for a utility or regula t ed company calculated under the 

previously effect i ve cor porat e income tax rates and thoae calculated 

under newl y effec tive , reduced corporate income tax rates . 

(b) "Tax De ficiency." The difference between the actual jurisdictional tax 

expeLies for a utili ty or regulated company calcula t ed under newly 

effective , higher cor porate income tax rates and those cdlculated under 

the previous ly effect ive corpora te income tax ratea . 

(c) "Auociated Revenues . " Tt-o1e revenues resul ting from the applica t ion 

of a utility ' s or regula ted company ' s revenue expansion factor to a tax 

savings or tax defic iency. The ~ rate to be ~ed in cal culating the 

r evenue expanaion fac t or shall reflec t the newl y effective tax rate. 

(d) "Previoualy Effective." Refers to the co rporate 1nco .. e tax rate us.ed 

in a uti l ity'a or regulated company's last rate case or earnings review 

or ebo·· e•u.• proceeding , or rate adjustment approved by t he Commi&sion 

t o r eflec t a previous tax rate change uaell £• tlll l••• teM escper~ee 

ad j m t " lnt by t be C.:emaiu ht~ , wh ichever occurred moat recent l y· 

EXIIIBlT "I" 



DOCKET ~0. 891278-PU £XHI8 lT KAC-l 
Pase 2 of 7 

(e) "Tax Rate." The atatutory tax ratu, both federal and atate, 

applicable t o utility or regula t ed company income , including any 

sur charges, minimum ta.xea, and other ad jua tmenta t o the baaic 

percentage tax rate a . 

( f) ·~idpoint." The midpoint of the weighted ave rage cost of capital 

calculated us ing the average capital atructure for the pe r iod of time 

cove red by the tax rate change report , na deac rlbed in pa ragraph ~ . 

below, and ua i ng aa cost rates the midpoint o{ the return on equitY. 

approved by the Commiaaion i n t he utility '& last rate case , the cur rent 

embedded coat of f ixed rate capita l , the actual coat of va r iable coa l 

debt , ynd the reguired cost of other aourcea of capital which were 

utilized in the utility 'S laat rate caae rtn&a g( U CII"A appr:Girll& "y 

2. Tax Saving• Rate Adjuatmenta Rei~~· · ln accordance with subae,tion (S) of 

thia rule aocl -.aiAI a cuhoilar: year: •• ttle laeah ef the aale~tluh"' 

(a ) When, duri n& the reporting period deacr ibed in paragraph ~ be low, a 

utility or regulated company i s ea rning a rate of return whi ch ia at or 

above the midpoi nt of i ta author i zed range computed in accordance with 

subaect ion (l ) ( f ) and without conaideration of a tax rate reduction . 

the utility or reau lated company ahall apply for a rate adluatment to 

reflect ••f~• a ll aaaociated revenue• aa deacribed in paragraph 5(c) . 



DOCKET ~0 . 891278-PU EXH!B!T HAG- t 
Pase l of 7 

(b) When, during the reporting per iod desc r ibed in paragraph 4 belo~ , a 

utility or regulated company is earni ng a ra te of return which is below 

the midpoint of its author i~ed range computed in accordance with 

subsec tion ( l} ( f) and without co ns ideration of a tax rate reduction , 

the ut ility or regul ated company sha ll apply fo r a rate ad justment t o 

reflec t •ei~e only those assoc iated revenues wh ich cause the utility 

or regulated company to earn in excess of !!!~ midpoint, ns 

described in paragraph )(c) . 

3 . Tax Deficiency Ra t e Ad !uatment -cellee•leu. In accordance with 

subsec tion ( 5) of this rule ud ~'' 1A8 a eala1ular year •• ~ke llu ia ef lhe 

ealett lation . 

(a) When , duri ng t he report ing per iod described in 4 below, a utility ~ 

regulated company i s ea rning a rate of return which is at or below the 

midpoint of its aut hori zed range computed in accordance with 

subsec tion (l)( f ) and wi thou t conaideration of a tax rat e increase , the 

ut ility or regulated company shall apply for a rate ad justment t o 

reflect eellee• all assoc iated revenues , as desc r i bed in pa ragraph 5(c). 

(b) When , during the report ing per iod desc r ied in 4 below, ~ ut ility 2! 

regulated company is ea rning a ra te of return which is above the 

midpoint of its authorized range computed in accordance with 

subsec tion (l)( f) and wi thout cona ideration of a tax rate increase , the 

ut ili ty o r regula ted company s h&ll apply fo r a rate ad justment to 

reflec t eellee• only those assoc iated revenue• which cauae the utility 

or regulated company to earn be low ita ~midpoint , as described in 

paragraph S(c) . 



DOCKET ~0 . 89tl78- PU EXH I 8 £T HAC- l 
Page 4 of '1 

4 , Reporting Requirements . Prio r t o t he effec tive date of ~ er eefera 

l4areb l af a"ary yaa.r feHe"ii'IS a t a.x rate change , each ut ili ty Q! 

regula t ed company shaLl f urnish a f i nal report on the fo rm presc r ibed by 

the Comm i ssion , fo rm PSC/AFA t( ) , wh ich is incor porated into this rule by 

refe rence. F'o rm PSA/AFA l( ) , ent i t led "Rule 2!>- 14 . 003 Cor po rate Income 

Tax Expense Adjustments, " wu effec tive ( ) and may be obta ined from 

t he Commission's Division of Aud i ting and f i nanc ial Ana l ysis . A ut i l i ty o r 

regulated company i s no t prec l uded from provi ding t ax adjustment 

i nfo rma t i on in add i t ion to that prescribed by F'ot'llll PSC/AF'A t( ) •~ she {et"et 

pcesccihad b}' tba ca-£uiaA. The repo r t shall cove r the most recen t 

reasonab l y avai l able 12-month pe r iod , as approved by t he Comm is s ion, pr i or 

to the eff(~ tive date o f a tax ra t e change and ref lec t a pro fo rma 

ad !ustment fo r the tax rate change as "'ell as specific adjus t ments to 

reflec t current coamisslon policy aft lty \he prier eeleftllar yea r chsrir~s " hieA 

the t py rata GRIR811 1~8 af fee•i l e • 

5 . Procedure. 

(a) Aefm;lle e• eellee ' ''"' A rate ad jus tment sha ll be cal culated based on 

the reporting period described in parag raph 4 above ad jus ted to ref lect 

the tax rate change iteM 51\e effee•l"l 4au ef I "Y ,.,.. ra u aAaAge 

dfeea fer eft ly pa•·• ef a ,_ year, 1he refuftd or eoHeetiel'l The rate 

adjustment shall be cal culated in accordance ~ith the utility 's Q£ 

regulated company's customary account ing treatment as aut hor i zed by the 

federal or s t a t e t.a.xing authority for tax rat,e changes whi ch occur 

dur ing a tax year. 
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(b) A f urther change in t he tax ra t e shal l end one period of compliance and 

initiate a new per iod but sha l l no t af f ec t any rate ad !uatment refb~~ 

e• eelleetion a l ready in progress pursuant to this rule. 

(c ) Toge the r with the fina l repor t descr ibed ln subsection 4 . of this rule , 

each uti lity or regula t ed company ahall file a petition containing a 

calculat ion of t he rate adjus~nt required to re f:ec t the :ax rate 

change and the me t hod for implementing t he rate ad iustment reCwRdiR8 8 P 

reparl. The Commis•lon will review and evaluate the petition and 

suppor t i ng data and e i t her approve it , approve it with modificati ons , 

o r deny i t; an opportuni t y fo r a hearing on the Commission's decision 

will t hen be provided, if reques t ed. Thereafter , the utili ty Q! 

regulated company s ha l l implement the ra te ad justment ei'~'' ~~a •Ae 

accordance with pa ragraph ( e ) end (f) of t hia aubsec t ion . 

(d) Upon its own or other motion, the Commi11ion may dete rmine that a r!i! 

adj ustment nf-4 •• uUude111 hr • penh ... ••• year is impractical 

because i t a amount ~il l not wa rrant t he expenae of making the £!!! 

adjustment uf-11 •• eelol ae• lc~s 1he deflele~ey . In s uch an event , no 

rate ad1u•tmen t · ~.Cw.ll •• eelhellen will be INlde fer ahel year . 

(e) The ra te ad jul t ment wi l l be effec t ive upon the effec tive date of the 

tax rate chanse o r on the f ir1t day of the .anth following the mont h in 

wh ich the tax ra te change occurs i f the effec tive date is ot her t han 

t he fi ut day of a month . Aa 111Bliy .. ,. •lee a~, r ef ttt~d or 
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111 ehe tilll! that taeh l'efand3 er eelleetien3 ere te be effeetedz ! u 

eiehel' euent, the ae il i:t)l sha H l'e fund e r eelteet the ameant • tth 

e ·e r eelleetien er andel'pa)l~~ento Int e r est 3he H be set b)' the 

CorM iss iou. 

(f) After the rate adjustment has been operational for 12 months , each 

u t ility shall fi l e a petition to adjust its base rates bv the amount of 

the rate adjustment. Thereafter, t he rate adjustment shall be 

inoperative unt il the next income tax rate change . The Commission v ill 

review the petition and approve it , approve it with modifi cations, o r 

deny i t ; an opport unity for a bear ing on the Commission's decision vi LL 

t hen. be provided, i f reguuted. An e l ect de ut i I i ry &ball cltHirldAI! 

eaeh etAtto~~~er ' e there of refund at' ealleetien en a leile•e tt hoar 

Gill i' 

r efand or eolleetlen eeeed en eMittins aene ral r eei denee end b~e(nese 

leeel rate re l et i onehipa• 9the r utili tiea ahell determine each · 

eua teMr ' • there of re ftsnd Il l' eellee tshn eaaeli en eei'ISIIII"tl.lel'l e r aAy 

ether reeeeneble beaia apeeified in the atility 'a ~~tien and epp~ 

by tbe Ce~laeien . 
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6. Effect of Rate Case or Earnings Review She" Ga~tu Proceedins. A~ 

adjustment to reflect a tc.x rate change, ,..,. ee"tASI rd~tAII or ,.,. 

~efieiefte' eolleetion shall be con~ istent with this rul e except that: 

(a) +he he~te ef e When a tax rate chanse occurs, its effects •u udAB' 

re hflfi er lliatt fieHeieMy ee lleet ieft shall be addressed du ~deli in the 

cour1e of rate ca1es and earnings review show reuse proceedings that 

are pending when -a-~ tax rate change becomes law. If a r3te case or 

earnings review proceeding is begun l n or rh at commeAo~ prlor te the 

eloee of the tax year i n which a tax rate change becomes effective, the 

effects of the tax rate change shall be addressed in such proceedings. 

co111plec iA& a ;;u ea"iA&I nfwad oc ta.M defl~iency col-lee t ion fer eft, 

refund or tax deficiency collectiCIA for aAy c.wc year e• peH,OA thereof 

eAd iA8 pdor to tbe flAal acder i.A a traU ea&s er she" ea~tle preeeedins• 

7. The proviaiona of thi1 rule shall not auperaede any dispoai lion of exceas 

tax revenue• or collection• of tax def icienclea approved by the Commisa ion 

pr ior to the effec tive date of this rule. 

Specific Authority: 36t..Ol , 3b6 .0S , 367.121 , f.S. 

Law Implemen ted : 364 .01 , 366.05 , 367 .1 21 , f.S. 

History: New 6/22/82 , formerly 25-14 .03 , amended 




