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In Re: Proposed Rev isions to Ru le 
25-1 4 . 003 , F.A .C., Corporate 
Income Tax Expense Ad jus t ment Rule : 
Midpoint and Add i tional Changes 

Docket No. 891278 - PU 
Filed: March 21, 1990 

COMMENTS ON STAFF'S PROPOSED 
FINAL REVISION OF RULE 25-14.003 , F.A. C. 

The Citi zens o f the State of Flo r ida , through the i r atto rney, 

the Public Counsel, file these comments on the three f inal 

versions of Rule 25-14 . 003, Florida Administ rat ive Code, proposed 

by the Commission Staff on February 23 , 1990. 

1. Versio n A, at this point, is the Citi zens ' preference . 

This proposal calls f or the coll ection o f a " tax deficiencv," or 

the refund of a •tax savings ," but rest ri c ts either in such a way 

that the util ity will not be f o r c ed beyond the midpoint o f a 

r easonable r ate of r eturn. The method by whi ch the midpoint 

wou ld be calculated unde r Version A ha rdly could be more fair. 

It wou ld use the cu rrent cost of equity and the actual costs 

incurred for all other sources of capital. The Citizens fail to 

see how any party could complai n about such a fundame ntall y f air 

method of implementing an earnings test. 

2 . The Citizens recommend that the Commission reject 

Version B. The total repea l o f the tax rule would remove a very 

useful tool from the regulatory process . A properly appl 1ed tax 
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rule allovs the Commission to incorporate any shifts in Federal 

Income Tax policy into utility rates on a timely basis . The 

Commission should not re linquish this ability. 

3 . Version C vas the method originally f avored by the 

Citizens . Wh ile the Citizens continue to support the theoretical 

correctness of Version C, its adoption at this point could 

produce imMensely troubling results. Ccnsider the possibility of 

a tax rate increase closely follov1ng the adoption of Version C. 

Unde r that circumstance , all affected utilities vould f lov 

through to their customers the fu ll effect o f the tax rate 

change . That result vould be f lagrantly unfair, in light of the 

amount of tax savings for 1987, 1988 and 1989, vhi ch the 

utiliti es ha ve kept (o r vil l keep) as a result of the ea~nings 

test applied for those years. Had the utilities been r equi r ed to 

flov through the entire tax reduction from the begi nning, Version 

~ vould have been preferable, but at this point its potential 

adverse consequences are too severe. 
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Respect fully submitted, 

Jack Shreve 
Public Counsel 

tephen C. rgess 
Deputy Public Counsel 

Office of the Public Counsel 
c/o The Florida Legislature 



3 

111 West Mad ison Street 
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Tallahassee, Florida 32399- 1400 
904/488-9330 

Attorneys for the Citizens 
of the State of Florida 
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