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BEFORE THE FLORIDA PUBLIC SERVICE COMM ISSION 

In re: Tax Savings Rate Reductions 
fot Tampa Electric Compa ny . 

) 
) 
) ____________________________________ ) 

DOCKET NO. 891140-EI 
ORDER NO. : 222l7 
ISSUED: 11-21-89 

The (all owing Commissioners participated i n the disposition 
of thts matter: 

MICHAEL McK . WILSON, Chairman 
THOt-tAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER RELATTNG TO TA~SAVINGS REDUCTION 

BV THE COMHI SS ION: 

UOTICF is hereby given by t he Florida Publ i c Service 
Convnisston tha he action di scussed he rein is prellmina ry in 
nature and will become fi nal unless a person whose i nterests are 
adversely affec ed files a petition for a f o rmal proceeding, 
pursuant to Rule 25-22.029, Florida Admi nistrative Code. 

Th Tax Reform Act of 1986 (TRA86) reduced the corporate 
tax rate from 46\ to 40\ in 1987 and from 40\ to 34\ 1n 1988 o n 
a calendar year basis, along with nume rous other changes . This 
l ower corporate tax rate is now reflected i n the base rates fo r 
companies whtch have had a rate proceedi ng since the end of 
1986. For hose whtch have not had a r ecent ra te case , the 
applica ion o f Rule 25-14 .003 , Florida Admin ist ra t ive Code , {the 
tax savings rule) and company- proposed agreements ha ve resu 1 ted 
in cash r funds, reductions in access c harges, depreciation 
rese rve adjus mcnts or o her adjustments being made to offset 
tax sav ings realized from TRA86 in 1987 and 1988 . Some 
companies wt ll refund tax savings in 1989 and expect to do so in 
the fu ure. 

Of the !1ve regulated electric utilities , Florida Power 
Co rporation and Florida Public Utilities Company have bo th 
changed th i c customer rates to reflect the lower tax ra te of 
34\ . Florida Power & Light Company and Gulf Power Company have 
pending dockets to reso 1 vc 1988 tax savings, and ha ve agreed t o 
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u.Je a 13.6\ and 13.75\ return on equity, respectively, for 
calc•1la ion of 1989 tax savings, rathe r than the midpoint of 
heir last authorized range of return as required by the tax 

savings rule. Tampa Electric Company (TECO) refunded 
$20,769,88 2 for 1988 tax savings and has agreed to use a 13.6\ 
return on equity when computing tax savtngs under the tax 
savtngs rule for 1989. 

TECO is one of seven utilities which experienced tax 
savings in 1988 suff1c1ont to requir e a refund under the tax 
s v1nqs rule. Ano her tax savings refund Lo this utility's 
customers 1s l1kely for 1989 and is poss1b le in subsequent y ears 
untll customer rates ace changed to reflect the lower curren t 
federal corporate income tax rate of 34\ . Rate cases are not 
conducted as frequently as they were in the past, causing tax 
savings refunds o perSls longer than anticipated. We find , 
t:her tore, ha TECO should reduce rates and charges to reflect 
reduced tax rates since its last rate case. 

I 

In i s last rate case, TECO was authorized to earn an 
equ1ty return o r 13.5\ Lo 15.5\ . We find that 13.5\, the bottom I 
ot the current authorized range of return , should be used to 
detecrnine the amount of the rate reduction . This decision does 
not alter the utllity's authorized range o f return on equity, 
bu mer ly se s a po1nt within the utility's authorized range of 
return f ot purposes of calculating a rate reducti o n to remove 

he effcc s of the tax change. If the utility appears to be 
over arning even after this ad justment, the Commission, the 
O!C1ce o( Publ1c Counsel, or any other affected party may seek a 
further tate reduction. We find that a rate reduction of 
$22,017,000 would allow TECO a 13 . 5\ return on equity. 

In the absence of a he acing on the rate 
lack1ng a current cost of service study, we 
permanent rate reduction should be allocated on 
per KWH bast s , to be ef fective on January 1, 1990 . 

It is, therefore, 

reduct ion and 
find that the 
an equa 1 cents 

ORDERED that Tampa Electric Company permanently reduce 
ralcs and cha rges by $ 22 ,017,000. It is further 

ORDERED lhat the permanent rate reduction be applied o n an 
equal cents per KWH basis. It is further 
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ORDERED thal the rate reduction is effective o n January 1, 
1990. Il lS further 

ORDERED that if t h1s o rder is not protested, this docket be 
closed after Tampa ElectClc Company has made the permanent rate 
reduct1on .lrdered herein, and that a new docket be opened f o r 
lhis ut1l1ty's 1989 ta x savings repo rt. It is further 

ORDERED thaL if t his o rder is not protested, Tampa Elect ric 
Company 1s relieved o f the responsibility of filing future tax 
savings reports pursuant to Rule 25-14 003, F. /- .C ., ef f ective 
for the calendar year 1990. 

By ORDER o f t he Florida Public Service Commission , 
this 21st day of NOVEMBER 1989 

STEVE TRIBBLE, Director 
Division o f Records and Reporti ng 

( S E A L ) 

MER by· 

Commissioner Herndon e xpressed the op1n1o n that 
o rder accompllshes an i nvned iate rate reducti o n if 
pro ested , which is a valuable achievement, thi s 
overdue f o r a ra t e case . 

while this 
it is not 
compa ny is 

Comm1SS1one r Easley would have p referred a full rate case . 

NOTICE OF FURTHE!LPROCEEDINGS OR JUDICIAL REVIEW 

The Flor1da Public Service Commission is required by 
Sccllon 120 . 59(4 ), Florida Statutes, to notify part ies of any 
admi n ist.:rativc hearing o r judicial review of Commission orders 
that is available unde r Sections 120.57 o r 120 . 68, Flo rida 
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S a utes, as wel l as the procedures 
Th s notice should not be construed 
admin1stralive hearing or judicial 
result in the relief sough 

and t i me 1 i m i t s t h a t a p p l y . 
o mean all reques ts for an 

review will be granted or 

The action pro posed herein is preliminary in nature a nd 
wi 11 not become effective o r final, except as provided by Rule 
25-22.029 , Florida Administ rative Code . Any person whose 
substantial interests are affected by the action proposed by 
this order ma y file a petition for a formal proceedi ng, as 
provided by Rule 25-22 .0 29 (4). Florida Administrati ve Code, in 
the form provided by Rule 25-22.036(7)(a ) and (f), Florida 
Adm1 n1strat1ve Code. Th1s petition must be r eceived by t he 
Dtrector, D1v1sion of Records and Reporti ng at hi s office at 101 
Eas Ga1nes Street , Ta llahassee , Florida 32399-0870, by t he 
close of bus1 ness on December 12 , 1989 

In the absence of such a petition , this o rder shall become 
effective on the day subsequen t to the above date as provided by 
Rule 25-22.029(6 ), Flor1da Administrative Code, and as reflected 
in a subsequ~nt o rder. 

Any objec ion o r protest fil ed in this docket before the 
issuance date of this order is considered abandoned unless it 
satisf1es he foregoing conditions and is r enewed wit h i n the 
spec1ficd p1otest period . 

If th1s o rder becomes final and effective on t he date 
descr1bed above, any party adversely affected may request 
judicial revi e w by the Florida Supreme Court in the case of an 
elec ric, gas or telepho ne utility o r by the First District 
Cour of Appeal in t h e case of a water o r sewer utility by 
filing a notice of appeal with the Director , Division o f Records 
and Reporting and f ili ng a copy of the not ice of appeal and the 
filing fee wi t h the appro priate court . Thi s filing must be 
co~pleted within th1rty ( 30 ) days o f the effective d ate o f this 
order , pur suant to Rule 9 . 110, Florida Rules of Appellate 
Pr ocedure. The notice of a ppeal must be in the form specified 
in Rule 9 . 900(a), F l o rida Ru l es of Appellate Procedure. 
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