
FLORIDA PUBLIC SERVICE COMMISSION 
20 

YOIE SHEET 

DATE 10t/J0/8~ 

RE: DOCKET NO. 861190-PU - Amendment of Rule 25-14.003, F.A.C., Corporat~ 
Income Tax £xpense Adjustments. (Deferred from the 10/17/89 Commission 
Confere nce) 

I::sue: 1. Recommendation that if furthe r rcv1.s1ons arc proposed to Rule 
25- 14.003 , F.A.C., Corporate Income Tax Expense Adjustments, the res ulling 
.~roceeding should be transferred to a new docket for continuing action . 

lssye: 2. Recommendation that, absent repeal of the rule, the revisions 
listed in sta~f·s memorandum dated September 25, 1989 s hould bt made. 

Issue: 3. RecommP.ndation that staff be directed to file this rule 
amendment with the Secretary of stet e if no hearing is requested and no 
comments are filed . 

COMMISSIONERS ASSIGNED: Full Commission 
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25-14.003 Corporate Income Tax Expense AdJUStments . 

2 ( l ) Definitions . F'or the purposes o f this rule, the 

3 following definitions shall apply: 

(a l "Tax savings. • The di !!erenc«! between t he tax expenses 

s for a utility or regulated company calculated under the previously 

6 effective corporate income tax rates and those calculated under 

~ newly effective, reduced corporate income tax rates . 

8 (b) "Tax Deficiency. • The di! ference between the tax 

9 expenses for a utility or regulated company calculated under ne~ly 

10 e:~ective , higher corpo,~te income tax rates and those calculated 

11 unde~ the previously effective corporate income tax rates. 

12 (c) "Associated Revenues. • Those revenues r esulting from the 

13 applicatior. of a utility's or regulated company ' s revenue 

1< e xpansion factor to a tax savings or tax deficiency. The tax rate 

15 to be used in =alculating the revenue expansion !actor shall 

16 reflect the tax rate at wh ich the utility or regulated company 

17 r ecog n i z e s the e f t ec t 1.1: _t:::;h:.:.e=----='~e:..:f:..:u:.:n~d:;.:.., _....;c:..:o:..:l:..l::..;;.e.::;c.:.t.:.i.:.o..:.;n;....__o=-r _....;o:..t:..h:.:..e.;:;.:..r 

18 adjustment on its tax return . 

19 (d) "Previously Effective. • Refers to the ~~~:>orate income 

20 tax rate used in a utility ' s or regu lated company ' s last rate case 

21 or earnings review ~-ea~ee proceeding, or u:;ed in the last 

22 tax expense adjustment by the commiosion, whtchever occur red most 

23 recently . 

2 < (e) "Tax Rate . • The statutory tax rates, both federal and 

25 state , applicable to utility .;;o.:.r __ r:..e;;;;...~.g.:.u.::l.:.a..:t..:e....;d'--.....:;c.:.o..:.;m;.o;p....;a:.:..n;..o..Y income , 

26 including any surcharges , m1nimum taxes, and other adJUStments to 

27 the basic percentage tax rates . 

28 (f) "Midpoint .• The midpoint. of the range of rate of return 

29 calculated as the weiqhted averaqe cost of caoi tal for the peri c-d 

30 of time covered by the tax adjustment report :equi r ec in 

31 subsection (-<) . The we1ghted average cost of capital shall be 
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1 calculated using the current embedded cos t of fixed rate cap i tal, 

2 the actual cost of short terlll debt, zero cost for all 1nvestment 

3 tax credits , the cost of comlflon egui ty thAt is the most recent 

.; Con.mission approved return equity, and the actual cost of othe r 

5 sources of capital. The capital structure used shall be the 

6 compar,y 's actual capital structure adJUSted to refl ec t all 

.., regulatory adjustments . eE--<-et-o<~~-ey-~-6ellllll!-tteitu;--i"" 

8 

9 

10 

11 

12 

13 

iee~efi- s~e&ellllent--t~~-f'&~e-~~-pt>iet>--<.~~-ee
l!lllle r~ee"'e"t: 

ef-a-~a~-eaYin~e-t>e£~tne-~t>-b&M-eeEieieney-eei~eeeien
~ 

( 2) Tax Savings Refunds or Other A:3justments Approved by the 

Commiss.i.on . In accordance with subsection ( 5) of this rule and 

using a ca!endar year as the basis of the calculation: 

(a) When; during the reporting period described in paragraph 

15 (5)(a) below , a •l tility or regulated company is earning a rate of 

16 return which is at o: above the midpoint of i t s authorized range 

17 
( 1) (f) and without 

computed in accordance with subsection 
·-

18 consideration of a tax rate redu.:::in.,, the utility or reoulated 

19 company shall make an adjustment approved by ti·,e Commi ssion o r 

20 refund all associated revenues as described in paragraph 5(c) . 

21 (b) When, during the reporting period described in paragraph 

22 5 (a) below, a utility or reoulated comoany is earning a rate o ~ 

23 return which is below the midpoint of its authorized range 

computed in accordance with subsec::i on ( 1) (f) and without 

25 considera t ion of a tax rate reduction , the utility or requlated 

26 company shall make an adjustment approved by the Commission or 

27 refund only those associated revenues wh ich cause the utility or 

28 regulated company to earn i n excess o! that midpoint , as described 

29 in paragraph S(c). 

30 (3) Tax Deficiency Collections or Other Adjustments Approved 

Jl by the Commission . In accordance with subsection (5) o! this rule 
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1 and using a calendar year as t he basis o( t he calculation: 

2 (a) When , during the reporting period described in Sial 

3 below, a utility o r r e gulated company is earn1ng a rate of return 

~ whi~h is at o r bel ow the midpoin t of ito autho r1zed range compured 

5 in acco r dance with subsection ( l ) (!l and without consideration of 

6 a tax r ate i ncrease , the u t ility o r r egulated company shall make 

7 other adius t ments approved by the Commission of. or collect all 

8 associa t ed r e venues , as described in paragraph S(c). 

9 (b) When , during the reporting per1od described !n S(a) 

10 b~low , a utility o r regu~ated company is earning a rate of return 

11 whic~ is above the midpoint of its author i.zed range con~puted ..:..!! 

12 accorda;"lce "'ith the provision of subsection (l)(f) and without 

13 considerat~On of a tax rate increase, the utillty or regulated 

14 company shall make other adjustments appr oved by the Comm1ssion or 

15 collect only tho~e associated r evenues which cause the ut1l i ty or 

16 r egula t ed company t o earn below that midpoint, a~ described in 

17 pa r agraph !.(c) . 

18 ( < ) Reporting Requirements . r:!Jowing a tax rate chance , 

19 each u t ility o r regulated company shall fu r nish a :Poor~ , on the 

20 form p r escr ibed by the Commission , Form PSC/AFA 1 ) , which 15 

21 i ncorporated into this rule by reference . Form PSC/AFA 1 ) , 

2 2 e nti t led "Rule 25- 14 . 003 Cor por ate Income Tax Expese Adjustments " , 

23 was effective and ma y be obtained from the Commission's 

24 Division of Auditing and Fi nancial Analysis . A utllity or 

25 regulated company is not p recluded from provlCHng tax acjustmen~: 

26 info r mation of its choice in addition to that prescribed by form 

27 ?SCI Afll l ) . The report shall be required each year unt!l ~he 

28 utility ' s or regulated company ' s rates and charaes are ad)ust~d :o 

29 reflect the newly effective tax rate. 9ft-~-~~~-Ka~~-~e~-~ 

30 eYe~y-yee~-~~~~~~~*-~~~-eh&ft!e7-~e+~~1r~~-fe~~ia~ed 
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e r. ~- .c -<>tlltlri~'Ofrr The r 'eport shall cover only th~ poor calendar 

2 year and shall be due on or before fl!teen da:is after :.he due 

3 date , includins authorized extensions 1 of th~ Annual Report 

re9uired b:i Rules 25--4.018, 25-6 . OH I 25-7 . 0H 1 and 25-30 . 110. 

(5) Procedures. 

., (a) Refunds.Ler collections or other adjustments aoproved 

13 by the Commission shall be calculated from the effective date of 

9 any tax rate change through the end of the calendar year . I C the 

lO t<:X rate change is in ... e.ffect !or only part of a tax year , the 

11 refuPdLe' collection or other Commi ssion adJustment shall be 

1 2 calculated in accordance with the utility's or resulated company ' s 

13 customary !\Ccounting treatment as authorized by the federal o r 

1..; state taxing :tuthority for tax rate changes which occu:- during a 

15 tax year. For ¥ears subsequent to the year in which the tax 

1 6 chanse became effective, tax savinqs or tax deficiencies shall b~ 

17 calculated for the ent ire .:::tlendar year or for the portion of the 

18 calendar year prior to the effective ~:te ~f the next tax chanoe . 

19 (b) A further change in the tax rate shall en: one period of 

20 compliance and initiate a new period bul shall not af!ect. any 

collection or other adjustment approved by the 

22 Commission already in progress pursuant to this r ule . 

23 (c) Together with the H11e! report described in subsect! on 

2..; (0 of thlS rule, each utility or regulated company shall !lle a 

25 

26 

27 

petition containing a calculation of and the method 

refunding.!. a~ collecting or otherwise disposino o! any 

savings or deficiency for the tax year o! the report. 

for 

tax 

The 

28 Commission will review and evaluate the petition and supportlng 

29 data , and either approve it , approve it "''ith modification, o r deny 

30 it ; an oppor tunity for a hearing on the commission ' s decision will 

31 then be provided , if r equested . 
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requlated company shall either make the re!und to or collect the 

2 deficiency from its existing c ... stomers :in accordance lo."l th 

3 parag raphs (e) and (!) o! this subsecuon.,- or make another 

; adjustment as directed by this Commission. 

5 (d) Upon its own or other motion , the Commi ss 1 on may 

6 determine that a re!und..!.e.- collection or other adJuStment for a 

., particular year is impractical because its amount will not warrant 

the expense of making the refund..!. e.- collecting the deficiency sf-

9 making another adjustment. In such an event , no refund..!. e.-

10 c~llection or other adjus~ment will be made for that year . 

ll 

12 

~e) The utillty or requlated company may make any refund or 

collect;;on either as a lump sum payment or billing or in monthly 

13 installment:S not to exceed twelve (12) months . Such refunds shall 

14 be made in ac~ordance with Rules 25-4.114, 25 - 6 . 109, 25- 7 . 091, and 

15 25- 30.360 . &f su~'l collections shall be rnade to or from cu rrent 

16 customers of the ut~lity or regulated company at the tlme that 

17 such .-eit nes--et collectlcns are to be effected . 

18 e¥~~7--~~e The utility or regu:!t~~ company shall refund or 

19 collect the amount with interest accruing on !~V outstanding 

20 balance from the date of overcollection or underpayment . 

21 
The date o.: 

22 ove rcol leetion or underpayment shall be the later of the date the 

23 tax ra te change was effective o r the first of the year for wh1cn 

24 the report is being filed. If a tax ra te chance was phased in 

25 over a period of time , then the date of overcollection or 

26 underpayment shall be the later of the date whe. tax rate change 

27 was effective or the date the the effect of the tax rate chance 

28 was recognized as such by use of a blended tax rate. - r the 

29 utility or regulated comoany is unable to show when over-

30 collections or undcrp&yments occurred, then the ~ax savinqs or tax 

31 deficiency shall be assumed to have occurred evenly over the 
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twel ve (12) months covered by the tax ad justmenl report . Interest 

2 on refunds, collections, o r other ~..omsniSSlOn a ppr oved adJUStments 

,; shall be calculated i n accordance with the interest calculat1on 

.; prov1sions of Rules 25 - 4.114, 25-6 . 109, 25- 7.091 , and 25-30 . 076 . 

) Interest shall not accrue on franchise fees, utilitv taxes , sales 

0 taxes , o r excise taxes . 

·, (f) for AI'I_!!! electric uti lity , other utility , o r reoulated 

8 company, eha!i--ee~efMil'le each customer' s share of refund o r 

9 
collection shall be determined on a basis that !aHlY and 

10 ~uitably reflects the- --income taxes embodied in rates for the 

11 utility's or regulated company ' s va rious customer classes , or on 

12 
any other fair and reasonab:e basis a,proved by the Commission fHI 

1 3 
A telephone company shall determine each 

14 customer ' s shhre of refund or collection based on existing general 

15 residence and bua:iness local rate relationships . Other utilities 

16 shall determine eac~ customer ' s share of refund or co11ect1on 

17 ba sed on :onsumption or an~ other reasonable basis specified in 

18 the utility ' s or regulated compan:,:' .: ;/Hition and approved by the 

19 Commission. 

20 ( 6) Eff ec t of Rate Case o r Ea rn ings Rev iew oroceeding ehew 

21 eat~ee. A tax savings r 'fund~ e~ tax deficiency collectionL 

2 2 o r other Commission approved adjustment shall be consi sten::. wi t h 

2 3 tnis rule except that: 

(a) When a tax rate change occur s , it s effects ~-~-e£ 

26 address ed eeeieee in the course of rate cas~s and e arn1nas 

27 review ehew--eat~ee proceedings that are pending when c the 

28 

30 

31 

tax rate c hange becomes law7~.--~I~!~~a~-r~a~t~e--~c~a~s~e~-o~r~~e~a~r~n~l~n~~~s 

e£ the year in a tax rate change becomes 

effective . , the effects of the tax rat.: chance shall be 
~-=~~~~~~~~~~~~~--

~~~~~~~~ 

CODING: Words underl1ned are ~dd 1t1ons; wo r ds 1n 

e:e~ek-theo~g h type are delet1ons from cx1st1ng law . 

8650G - 6 -



addressed in such proceedings , 

2 (b) 

.; 
tax 

s refund .Let' tax deficiency collection or other Commission 

0 approved adjustment already in progress for any ~ .. ~ years pr 10r 

' to the year in which a rate case or earninqs review pr oceedir.g 

8 ~~---eattee is initiatedT shall be complet.ed . This 

9 subsection i-~ shall aiee not prohibit a tax savings refund.!. 

.!.0 e t' tax defic 1ency ool.lection or other Commission approved 

ll adju~tment for any tax year or portion thereof ending prior to the 

12 final ~.~rde r in a rate case or earnings revie"" &lotew--ea~ee 

13 proceedin~ · 

i2l The provisions of this rule shall not supersede any 

15 disposit ion of excess tax revenues or collections of tax 

16 deficiencies afpr . ;"!d by the Commission Prior to the e~fective 

17 date of tl is r ule . 

18 Specific Authority : 364 . 01 , 366 . 1i~ , 3S7 . 121, F . S . 

19 Law Implemented: 364 . 01 , 366 . 05 , 367 . 121 , F . S . 

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

21 

22 

23 

24 

25 

27 

28 

29 

30 

31 
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