
.. 
State of Florida 

eomm.saoonon 
MICHAEL Mc:K WILSON, CHAIRMAN 
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BETTY EASLEY 
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JOHN T HERNDON 

l}ublit gs,erbiu C!ommi~~ion 
September 13 , 1990 

Mr. Ca rroll Webb 
Joint Administrative Pr ocedures 

Committee 
120 Holland Buildinq 
Tallahassee , Florida 32399 

He : DOCKET NO. 891278-PU , RULE 25-14.003 

Dear Mr. Webb: 

The Commission has approved the amendment of Rule 25-14 . 003 
with changes . The Commission voted to repeal the language in the 
rule rather than to i ncorpo r ate language refl~cLing the 
Commission ' s ac tion after r epeal . 

The r evision does have potent i al imp~ct on small businPss a~rl 
the Small and Mi nori ty Business Advocate , the Division of Economic 
Development and the Minority Business Enterpr ise Assi stance Offic~ 
have not of fered alternatives regardi ng the impact of the rul e on 
small busine ... s . 

Please call if you have any questions . 
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Associdte Gener1l Counsel 
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STATEMENT OF CHANGES 

Since June lS , 1990 

Florida Administrative Weekly Notice 

All language in the proposal has been struck . 



1 25-1 4. 003 Corporate Income Tax Expense Adjustments. 

2 (1) This rule shall not apply to water 

3 ut.illties , as defined in Chapter 367 , 

4 (2) Definitions. for the purpones 

5 following definitions shall apply: 

6 (a ) "Tax Savings. · The difference 

7 Cor a utility calculated und~r the prev1o .;ly ef(eclive corporal:•• 

a lncome tax cates and Lhosc ca l culated 

9 reduced corporate income Lax rates . 

10 (b) "Tax Deficiency . • crence bf>tween Lhe tax 

11 expenses for a utility calculate under newly ef fective , highrr 

14 (c) "Associated Those revenues resulting from Lh~ 

15 application of revenue expansion factor to a tax 

16 savings or ta x 

17 (d) E(fcctive. · Rc(rr:; to Lhr corporate incom~ 

18 tax Cdte used utility ' s last ratn c~s ~ or show cause 

19 U.5Cd 1n thr l.J~t lax t! XpPfiGt' .Jd ju:;tmcnt by thf' 

20 occurr••d most recently. 

21 The statutory tc.1x rat ··~• . both fedrral ·•ntl 

22 uLiliLy income, 1ncludin<; .tny 'lUCCIHlC'l"~; , 

24 cc.~tes. 

2S ( 1 ) "Midpoint. • Th•• midpoint. of th<> r.l!liJ(' ot r•~turn .lpprov••cf 

COD ING: Words undccllnad are addition~: words tn 
.,trl2ek - throuCJh type d(f' deletion s from ••x t•,ttn<J 1.:-w. 
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1 by the Commiss i on in the utility ' s last ra ~P case, adjust ed 

2 the cos t of any debt i ssued subsequent to the r ate 

3 to t ~e commencement of a tax s avings refund o r tax 

4 co llection . 

5 (3) Ta x Savings Refunds. In accordance with ( 6) 

6 ot this rule and using a calenda r yea r a s t h e b of the 

7 calculation : 

8 (a) When , during the r epo rting period ~escribeu in paragraph 

9 (6)( a ) below, a utility is earning a wh ich i s at or 

10 above the midpoint of jts author ized computed without 

11 consi deration of a utility s hall refund 

1 2 all associated reven ues as desc tbed in paragraph 6 (c ). 

1 5 the midpoint of i t s aut rized range computed without 

16 cons i deration of a ta rate reduction , the utility shall r efund 

17 only those assoc iat d revenues which cause the utility Lo ea rn in 

18 excess of that m· point , as described in paragraph 6(c) . 

19 

20 

21 

22 

23 

24 

25 

(4) Tzx D ficiency Collecti ons . I n accordance wit h 

subsection ) of thi s rule and us ing a calendar ye~ r as Lhe basis 

ol t:ht.!.C/ uldtion: 

(~ ~hen , during the reporting per iod described 1n 6(~) 

be l o/ , d utllity is eatning a rate of r etur n wh ich is at o r belo•"' 

th~midpoint of its autho ri zed range computPd Wlthout 
/ 

cons1de raLi on o( a ta x calc inc r ease , Lhe utility shall collect 

CODI NG: Wo rds und e rlined ace adJ tti o ns: words in 
~troek-throu9h type are dclcttons (com ~xi ~ tinq law. 
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1 all a ssociated revenues , as described in paragraph 6(c). 

2 (b) Whe n, during the repo r ting period doscribed 

) beluw, a uti l ity i s e arning a r ate of r e turn wh~ch 

4 midpo in t of tts authorized range compu ted Wlthout () ( 

5 a ta x rate increase, the ut1lity sha ll col l~ct 

6 which cause lhe utility t o <'ol en below thdt. mi point:, ,,s desc t ibcd 

7 in pa r agrdph G(c). 

0 (5) Rcporttng Requirements. 

9 including authorized extensions , annud l report, of every 

10 year following a ta x rate 1 utility s hall furn1sh t.1 

11 (inal repo rl, in the Co rm by the Commission . The 

12 repor t ~hall cover only the pri cul~ndnr yec1r durinq lo'hlch Lhe 

13 tax rate chdngc wcl s e((ecLive 

1.4 

15 

16 

17 

18 

19 

20 

2l 

22 

2) 

(6) PC'ocedures. 

et.t.ectivc date x rate chanrJ•' thcou•Jh th•• ••nd o! he 

calenda r ye<.tr . If tax r ate chan•w 15 u1 ,.f 1 t•cL I o r on 1 ~ part 

ot "" tax yP.H , re(und o r collectiOn •,h<ill bL' t:<.ll•·uLit<"d 111 

dCcordance w t h,4e uLiltLy ' r. cu~torno r y .wcounllii<J trPittm••nl a. 

ulllhori zed by/he federal or Sla te toXIn~ .JUlhorily f o r l:tlX r ll•' 

ch.Jnqes wh~ occu r during tdX year . 

(b)/' fu rthe r chan<Je in the Lax rat•• 5h·•11 •'ntl on.- p.-riod o t 

cornpliJ{..cl! tllld initiaL~ c.1 n1•w period but ::oh.•ll not 1\ ll••n ,Jny 

rPt u/fci ot collect:ion alrc•..tc.ly 1n pcoqrt'! :;:; pur ..~.1nt t o thl!l rul••. 

j ( c) TO•Jather Y tlh t h1• I in.ll report d••r.c.:rlbt•d sn c;uhr. ••ct ion 

COOING: Wo rds und~ rltncd arc adJiti nnG; word~ 1n 

~t rock - throo'}h type art• de let ion:; 1 rom t•x 1 :;t; tn•) 1 o~w. 
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1 

2 

3 

5 

6 

(5) of this rule , each utility shall file a petition contdin~g a 

calculati on of and the method for refunding or co llect ing a ( tax 

s avings or deficienc y foe the tax year o f the r e po r t . 

Commiss ion wi ll r eview the petit i on and e ither appro ve a pprOVI" 

i t wt th modification , or de ny it ; an oppo rtunity on 

t he commt s~ ion' s decisi on will the n be pr ovided , r eques t e d. 

7 Th c r••<.~(t<H , th~" ul.i li ty shall eithe r mctk c t he 

8 t he dc(ic l<~ncy (rom its exi s ting customt•r r t ucco r danc•• wi t h 

9 pa r ay raphs (e) and (f) of this 

10 (d) Upon its o wn oc o ther motion , co mmi •;n ion may 

ll de t e rmine that a refund is 

12 imp r act ica l because 1ts not wa rran t t he e xpen~~ of 

1 3 mak i ng the refund o c c oll ec t i ng defi c i e ncy. ln s uch a n e ven t , 

14 no r e fund o r co ll ectton wtll c made fo r that year. 

15 

16 

17 

18 

19 

20 

21 

22 

2 3 

(e ) The uttlity may m ke any re fund o r c o llection ctth~ r as~ 

lurnp sum payment or b ill{nq o r in mon t hly ins t .Jl l mcnts not t o 
' 

e xc e•-'d twelve (12) ma!ths . Suc h r e f unds o r coll~ctions shil ll be 

made t o o r fr om curre nt cuEtome r s of t he utility dl the time• tha 

s uc h r e fund s ar c to be c ((cctcd . I n rd the r c v •' n t , 

co llect Llw a mount WtLh in t·•"Ce!>l 

a ny ou t !ilandi nq b<.~1a nce 1rom tlw d.tL•· o t 

ove rco :,;-t-ct i on o c undc r p lytncnt . 

Comm~ i on . 

[ Oli! ( I'G t :;ha 11 bo• !';(! l uy tt•• · 

2 4 /.n An e lect r ic ut ilt LY :.hall d•!L<>rmirl(' .. . tt~h 
2S ~ r ctu od o r co ll ectt on on u k tlowatt hou r bast 3. 

r.u :. ' oml.' r ' :; :;har•· 

A telephone 

/ 
COO ltiG : Woro:; undcr l1nc d arc add1t1 o n s : word !; t n 

•truck - throu9h t ype arc d elct1ons f rom c xt ~ t inq law. 
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1 company shall determine each custome r ' s sha re of r efu o r 

2 collection based on existing general residence and local 

3 rate relationships. Other utilities 

4 custome r ' s share of refund or collection based consumption or 

s any other reasonable basis specified in the u ility's petition and 

6 approved by the Commission . 

7 (7) Effect of Rate Case or Show Cau Pr oceeding. A Lax 

B savings refund or tax deficiency ion s hall be consistenl 

9 with this rule except Lhat: 

10 (a) The issue of a tax refund or Lax deficiency 

11 collection shall be decided in course of rate cases and show 

12 cause proceedings that are pe when a tax rate change becomes 

13 law, or that commence prior close of the tax year in which 

l4 a tax rate change becomes effective . 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(b) Nothing subsection shall be construed as limiting 

Lhe opera tion of expense adjusLmenL process und~r this 

rul e eiLher in eting a tax s avings r e fund or La x deli ciency 

collection for a tax years prior to Lhe year in which a rate 

case o r is initiated. IL shall also not prohibit a tax 

savings or tax deficiency collection for any tax year or 

portion prior to the fin al order tn a r ate c.1:w or 

e proceeding. 

c Authority: 364.01, 366.05, 367.121, F.S . 

mplcmenLed : 364.01 , J66 . 0S , 367 .1 21 , F.S. 

New 6/22/82 , formerly 25-14.03 , Amended 1/l/90 . 

CODING: Wo rds underlined are add1ti ons: words sn 
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CERTIPICAriOI~ OF ,,\::.: 1~1'-l 
PUBL.IC SERVICE COMMISSION AOH!NISTRATIVE R~l\,E COPl 

FILED WI Tll 'fHE 

DEPARTMENT OP STATE 

I do he r eby ce rti fy : 

/x/ ( 1) The t imc 1 i mi tat ions pr~scr i bed by paragraph 

120 . ~4(ll){a) , P . S ., have been conpl1~d ~ith; and 

/x/ ( 2) The e ~ is no administrati ve d~terminat ion unde r 

s~c t1on 120 . 54(4) , P . S ., pending on any rule covered by this 

c~ rtification; and 

/ x/ (3) All ru les covered by this ce r lification a r e filed 

w1t h1n the prescribed time limitations of pa ragraph l20 . 54( ll)(b) , 

P . S . They are f1led not less than 28 dayt after th~ notice 

rt•quircd by subsection 120.54( 1) , F . S ., and; 

L_/ (a) And a r e filed not more than 90 days after the 

notice ; or 

L_/ (b) Are filed not more than 90 days afte r che noticP nol 

including days ~n administ rativ~ dete r mination w~s 

pending ; or 

! Xi (c) Are filed within 21 day• at.u~r th~ •.ld journmt•nL of 
CMU---

CTR --
EAG -/-1-
l.EG -

LIN --
OPC - -

RCH - r-r
SEC J. -::._ 

the f1nal public hearing on the rul e ; or 

(d) Ar e filed wit hin 21 days aftPr th~ date of r ecuipt 

o f all mdtecial authorized to be ;ubmitted at th•• 

hearing ; or 

(e) Are filPd wi thin 21 day9 J{ l Pr thP date ch~ 

WAS _____ transcr1pt was received by Lh l~ dqency . 

Ol'H ---
" . . 

( .614 ~~ 21 ~ ~-



Attach~d are the o r iginal and t wo copies of each rule covered 

by this certification . The rule repeal is hereby adopted by the 

undersigned agency by and upon their filing with the Department of 

State . 

Rule No . 

25- 14 . 003 

Specific 
Rulemaking 

Authority 

350 . 127(2) , 364.01 , 
366 . 05 , 366 . 06(3) , 
367 . 121 , F . S . 

La w Being Implemented , 
Inte rpre tt-d or 

Made Specific 

364 . 01 , 364 . uJ5 , 
364.0 5 , 366 . 05 , 366 . 06 , 
366 . 076 , 367.121, 
367 . 81 , 367.0822 , P.S . 

Under the provision o( paragraph 120 . ~4(12 )( a ), F. S ., the 

repeal takes effect 20 days from the date filed with the Department 

of State or a later date as set out below: 

Effective : 
(month 

Steve 

Director , Divi sion of Records & Report1ng 
Title 

Number ot Pages Ce rt1f1ed 

, 
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1 25- 1 4. 003 Corporate Income Tax Expense Ad justments. 

2 (1) This rule shall not apply to water 

3 utilities, as defined in Chapter 367, 

4 (2) Definitions. For the purposes 

5 f ollowing definitions sha l l apply: 

6 (a) "Tax Savings. • The difference 

7 (or a util1ty ca lculated co r pocau 

e 1ncome tax cates and those CdlculatPd 

9 reduced co r po r ate incom~ ldx rates. 

10 (b) "Tax Deficiency . • erence bc:tween Lhc l:<~X 

11 expenses for a utility calculate under newly effectivP, t1igher 

14 (c) " Associated Those r~venucs rc nu 1 t i n~J r rom t h•' 

1 5 application of r e venue expanaion factor to a tdX 

16 $a vings or tax 

1 7 <ch y Effective. · Refers to the co rporatP JncomP 

18 ldX rate used 1 a utility ' s las t rate case or show CdUGP 

1 9 f)COCC~d incj, 0 US(•d in ltH• l<Wl. lax I!XPI'Il!:t• old )U!ilffi!'lll by tlw 

20 occucn!d most rccc•ntly. 

21 

22 Ul1l1ty 1ncomc, including any <;urcho.lCIJ~"!i , 

23 mtni rum taxes, and other ddJusLmcnts t.o Lhu bnsic pPrccnliHJe tax 

24 r.lte::; . 

25 ( c ) " Midpcnnt: . • ·rhe midpoint of Lhc rcln<Je of r~t:urn •lpprov•·d 

COO lNC: Words undcrltned are addit1on~: word s 1n 
~truek-throuqh type arc de lettons lcom r x tslinq law. 
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I I 

1 by the Commiss ion in the utility ' s las t rate case, adju sted 

2 the cost of any debt issued s u bsequent to the rat e 

3 to the commencement of a tax savings r efund o r tax 

4 co llect ion. 

5 (J) Ta x Savings Ref u nds. In acco rdanc~ with ( 6) 

6 o t Lhi s rule a nd u ciny a calendar o( the 

7 ralculaLion : 

B 

9 

10 

ll 

12 

13 

14 

15 

16 

1 7 

1B 

19 

20 

21 

22 

23 

24 

25 

(a) When , during the repo rl1 ng penod Uescri bed in paragr<~ph 

(6)( a ) below, a utility is earning a wht ch i s at or 

above t he midpoint of its authorized compu ted without 

co ns 1decation of a Lax rate r edu/on , Lhc utt l ity s hall refund 

all associated revenues a s de~~~'lbcd 1n paragraph 6( c ). 

(b) When, duong Lhe r e~_?tL ing period described 1n parugr.tph 

6(aJ b e low , a utility l S ~rn 1 ng a rate of return whtch iz b<·lm: 

the midpoi n t of its au//r ·i zcd rang e compul<~ d wi Lhout 

co n!. idc ration of a ta rate r-e~uction , th e utility ~hall rr-(unci 

U!VCOU<' S Which C ilU tH: l.IH' ULtliL y lO r•cl fll 111 

•!xccss o f that in par aqraph 6(c). 

(4) Tax fictcnc y Co l lccLtO ns . In accordance with 

.JU bSeCLiOn ( 

ol l hl~ ca ulatton.: 

( ,l) \'ihen , dU CI IltJ t:IW ro •po tllll!J (H'rtod d• !:i<"r tllCd 111 6( I) 

hclo/ , oJ UliliLy l G C dllllrl<:J <1 f<lll' O{ (l'LUrtl Whi Ch 1:; dl OC hPIOW 

Lh/mtdpotnt of 1Ls auLhorizl'd range cornplll:Cd witho u t 
/ 

t:OII!.l d o• rat1 0n O( a laX r..tL<! li1C r c<.ISE' 1 LIH ! Ul i !tty Shd 11 co ll i•Ct 

COO lNG: Words under llnPd ~re ~dJit & on s : wo rd ~ tn 

~ t roek -tneOU9M type o..~re de let ion s [rom PX I ~ttnq l aw. 

4JJOG - 2 -
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l a l l a ssociated revenue s , a s d escribed in paragraph 6(c) . 

2 (b) Whe n , during the rer~rtinq pe r iod descri b ed 

3 be l o w, a utili t y is ea rn i ng a r a te o( retur n wh ich 

4 midpoi n t of i ts au t hor i zed r a nge compuLcd without or 

5 a tax r a te inc r ease , Lhe uLiliLy shall collc•ct t ly those revenues 

b wh1ch cause the u t ility to earn below that mi point , as dPSCCibNJ 

7 1n p..tragraph 6(c). 

0 ( ~ ) Reporting Requir~ments . 

1 2 report shall co ve r on l y the p r i calendar year during which Llw 

1 3 Lax cute change was e((ective 

14 

15 

1 6 

17 

18 

1 9 

20 

2 1 

22 

2 3 

!61 Pr ocedures. 

e{tect1vc date x r ate chang" throu9h the end of the 

c..tlen<.lilr year . I( Ld X rate change is tn I"( feeL for only po~rt 

of a Lax yea r, r e(und or collecL1on shall be calcu lated in 

acco c d .1 nee dCC"OUnl i nq l: reatmcnt .1:.: 

<aulhoc izcd staLe LdXlll<J <~ULhori ty (or Lax r.lt• · 

chony~s occu r durtng a tax y~.tr. 

(b) • (urther ch1.1n9e 111 the Lax r<.~LP :>hdll t>nd cHH' pC'riod .,1 

dnd i n itial~ d m•w period but :;hclll nol clUt!Cl •.tny 

r clfd or collection a l ready in progress puu;uanL to th s rul ~>. 

j ( c- ) Together Wtlh lh~> ltn.tl C<!por t d<!:.c r 1 h••d 1 n cuhs~>c:L 11,, 

COO ING: Wo r d& undc rl&ncd are add t L r on:..: word!> tn 
::s t rue lt - tht'ough t ype arc de l.et i orl!, from t'X I !lllnq l aw. 
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1 (5) of this rule, each utility s ha ll file a petition containi g a 

2 ca l culation of and t he method foe r efunding or col lecting a 

3 savings or de ficiency for t he tax yea r of the report. 

4 Commission wil l review the peti tion and either approve approve 

5 it with modifica tion, or deny it; an oppo rtunity on 

6 the Commiss ion ' s deci s ion will then be provided, requested . 

7 Thereafter , t he utility s hall either mak~ the 

a the deftciency f rom its exi s ting customer s accordance wt t h 

9 paragro~phs (e) and ( t ) o ( thi s 

10 

ll 

1 2 

J. ) 

14 

1 5 

16 

17 

18 

1 9 

20 

21 

22 

23 

24 

(d) Upon its own or oLhcr motion, Commi:;nion may 

determine that a refund i s 

imp r a ct i cal because its amount wi not warrant the cxpe.tse o f 

making the refund o r collecting defi c i e ncy. ln such an event , 

no re(und or P made f o r that y e ar. 

(e) The any refund or coll ec tion e ithe r a s a 

lump sum or in monthly i ns tallme nt s not to 

exceed twelve (12) m Suc h refunds o r collections sholl bP 

made to or from r ent c ustomer s of th(' utility at Lhe t ime that 

s uch re funds dr c to be effected . In eithe r t•vr-nt , 

co ll ect the amount wtth interc~c 

any outstanding balance lrom the daLe of 

or underpayment Inlc r c:; t s hall b•· s~>L by the 

An electric utility s hall dr>Lermtne each c us tomer' s sha rr> 

rc(und or co ll ec t i on on ,1 kilowatt hour bdGi 5 . A t elephone 

COOlNG: Wo rds underlined ace addition s : word~ 1n 

~ t roc~-th~ou9h type ace del~tions (ro m exi st 1nq l aw. 

4 ))0G - 4 -



. . . ' , 

l company shall de t e r mine each c ustomer ' s share of r efu or 

2 collection based on exisling gene r al residence and local 

3 rate relat i onships . Other utilities 

4 customer ' s s har e of r e fund o r collection based cons umption or 

s any othe r r easonable bas i s specif i ed in the u ility' s petition and 

6 approved by che commission . 

7 (7) Effect of Rale Case or Show Ca u Proceedi ng. A tax 

8 savings refund o r tax deficiency ion s hall be consistent 

9 wi Lh this rule except that: 

10 ( a ) The i ssue of a tax ref und o r tax deficiency 

11 collection shall be decided i n course of rate cases and s how 

1 2 cause proceedings that a ce pe when a ta x r ate change becomes 

1 3 law, or t hat commence prior ·o the close of t h e tax year in which 

14 a tax rate change becomes effective . 

1 5 

16 

17 

18 

19 

20 

21 

22 

23 

(b) Nothing subs ection shall be construed as limiting 

the opera tion o( expense adju stment process under this 

rule either in eting a tax savings re fund or tax deficiency 

collection for tax years prior to t he year in which a rate 

case oc is initiated. IL shall also not prohibit a tax 

so1 vings or tax deficiency collection (or any Lax year or 

portion prior to the final order in a calc caae or 

e proceeding. 

c Authority : 36 4.01, 366 . 05, 367 . 121 , f.S. 

364.01 , J66.05 , 367.121 , P.S. 

New 6/22/82 , formerly 25-14 .03, Amended 1/1/90. 

COD I NG: Words under li ned ace additions: wo rds in 
~truek -tn rou9n type ace delet ion~ from ex i sting Law. 
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SUMMARY OP RULE 

Rule 25- 14 . 003 
Docket No . 891278-PU 

The rule repeal eliminates the existing cumbersome mechanism 

for the t r eatment of corporate income tax e xpense changes . 

Regula r sta t utory r equi r ements foe earnings reviews and rate case 

and limited p roceedings would be applicable instead . 

SLMMARY OF HEARINGS ON THE RULE 

The following public hea r ings were held on this rulemakin9. 

In this docket , Docket No . 891278- PU , the Commission voted , aL 

public agenda , to in i tiate the r ulema king almost a year ago. The 

notice of ru lemaking was published in the December 1 , 1989, 

Flor ida Admini s trative weekly. The r equested 120 . 54 hearing was 

held January 29 , 1990. The issues discussed at that hearing w~re 

p r ima ri ly re la ted t o the use of a zero cos t investment tax credit 

(ITC) , the return on equity established ou t side of a rate case 1 

and the options of repeal or a direct - flow-through . 

On May 15 , 1990 , the Commission voted to withdraw th• initial 

proposal and pr opos ! a new revision to the rule , whi ch was the 

equivalent of a total cepeal . That proposal replaced the original 

rule proposal wi th language reflecting the Commission ' s r eguld r 

practices in r eviewing all expenses - - an o ngo ing earn)ngs 

review. Afte r that notice wa s published , no cequeslb Cor a 

hearing were r eceived , yet comments were s ubmitted. As a result 

o( re v iewing those comments , the PPSC staff recommended absolute 

r epeal of the ru le . 



.. 

At the final public hearing fie lu September 11 , 1990 , the 

Commission voted to delete the rule altogether rather than attempt 

to e xpress , in the ru le , language reflecting repeal . Thus , the 

language delineating the regular ea rnings review mechanism and 

rat e case or limiteJ pr oceedings was del eted . The Commission 

voted to re peal the r ule altogether . 

FACTS AND CI RCUMSTANCES JUSriPYI NG THE RUL~ 

The cu rrent mechanism for addressing corporate income t.1x 

expense adjustments has been cumbersome and ineffective. ·rhi s 

repeal is i ntended to r eplace that mechan1sm with the cu rrent 

Com~ission practices regarding the monitoring o f companies ' 

earn1ngs . 




