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FPL. 
John T. Butler 
Managing Attorney 
Florida Power & Light Company 
700 Universe Boulevard 
Juno Beach, FL 33408420 
(561) 3045639 
(561) 691-7135 (Facsimile) 
Email: John.Butler@.fDl.com 

March 3 1,2009 

VIA HAND DELIVERY 

Ms. Ann Cole 
Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard, Room 110 
Tallahassee, F1 32399-0850 

RE: Docket No. 080677-E1 

Dear Ms. Cole: 

Enclosed for filing on behalf of Florida Power & Light Company are the original 
and five (5) copies of its responses to Staffs  Data Request No. 2 dated March 4,2010. 

Please contact me if you or your Staff has any questions regarding this filing. 

cc: Counsel for Parties of Record 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the foregoing has been 
furnished electronically or by United States Mail this 31" day of March, 2010, to the 
following: 

Lisa Bennett, Esquire 
Anna Williams, Esquire 
Martha Brown, Esquire 
Jean Hartman, Esquire 
Oftice of the General Counsel 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-1400 
LBENNElT@,PSC.STATE.FL.US 
ANWILLIA@,PSC.STATE.FL.US 
nibromn u DSC atate fl UT 
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J.R. Kelly, Esquire 
Joseph A. McGlothlin, Esquire 
Oftice of Public Counsel 
c/o The Florida Legislature 
I 1  1 West Madison Street, Room 812 
Tallahassee, FL 32399-1400 
Attorneys for the Citizens of the State 
of Florida 
Kellv.ir@.lee.state.fl.us 
mcelothlin. ioseDh@lee.state.fl,us 

Kenneth L. Wiseman, Esquire 
Mark F. Sundback, Esquire 
Jennifer L. Spina, Esquire 
Lisa M. Purdy, Esquire 
Lino Mendiola, Esquire 
Meghan Griffiths, Esquire 
Andrews Kurth LLP 
1350 I Street, NW, Suite 1100 
Washington, DC 20005 
Attorneys for South Florida Hospital and 
Healthcare Association ("SFHHA") 
kwiseman@andrewskurth.com 
msundback@,andrewskurth.com 
jsnina~andrewskurth,com 
Iisa~urdv@andrewskurth.com 
linomendiola@,andrewskurth.com 
meehaneriftithstdandrewskurth.com_ 

Robert A. Sugarman, Esquire 
D. Marcus Braswell, Jr., Esquire 
c/o Sugarman & Susskind, P.A. 
100 Miracle Mile, Suite 300 
Coral Gables, FL 33134 
Attorneys for I.B.E.W. System Council U-4 
suearman@,sugarmansusskind.com 
mbraswell@,suearrnansusskind.com 

Robert Scheffel Wright, Esquire 
John T. LaVia, 111, Esquire 
Young van Assenderp, P.A. 
225 South Adams Street, Suite 200 
Tallahassee, Florida 32301 
Attorneys for the Florida Retail Federation 
swright@vvlaw.net 
j lavia@vvlaw.net 

Jon C. Moyle, Jr., Esquire 
Vicki Gordon Kaufman, Esquire 
Keefe Anchors Gordon & Moyle, PA 
I 18 North Gadsden Street 
Tallahassee, FL 32301 
Attorneys for The Florida Industrial Power Users 
Group (FIPUG) 
jmovle@,kaemlaw.com 
vkaufman@.kagmlaw.com 

John W. McWhirter, Jr., Esquire 
c/o McWhirter Law Firm 
P.O. Box 3350 
Tampa, FL 33601 
Attorneys for The Florida Industrial Power Users 

Brian P. Armstrong, Esquire 
Nabors, Giblin & Nickerson, P.A. 
1500 Mahan Drive, Suite 200 
Tallahassee, FL 32308 
Attorneys for the City of South Daytnna, Florida 



Group (FIPUG) 
jmcwhirter@,mac-law.com - 

Stephen Stewart 
P.O. Box 12878 
Tallahassee, FL 323 17 
Qualified Representative for Richard Ungar 
tiDs@,foscreDorts.com 

harmstroneOnanlaw.com 

Stephanie Alexander, Esquire 
Tripp Scott, P.A. 
200 West College Avenue, Suite 216 
Tallahassee, FL 32301 
Attorneys for Association For Fairness In Rate 
Making (AFFIRM) 
sda@,triDDscott.com 

Shayla L. McNeill, Capt, USAF 
Utility Litigation &Negotiation Team 
Staff Attorney 
AFLOAUACL-ULT 
AFCESA 
139 Barnes Drive, Suite I 
Tyndall AFB, FL 32403-5317 
Attorneys for the Federal Executive Agencies 
shavla.mcneill@,tvndall.af.mil 

Mary F. Smallwood, Esq. 
Ruden, McClosky, Smith, Schuster & Russell, 
P.A. 
215 South Monroe Street, Suite 815 
Tallahassee, FL 32301 
Attorney for Associated Industries of Florida 
Maw.Smallwood@,Ruden.com 

Cecilia Bradley 
Senior Assistant Attorney General 
Office of the Attorney General 
The Capitol - PLOl 
Tallahassee, FL 32399-1050 
cecilia.bradlev@.mvfloridaleeal.com 

Tamela Ivey Perdue, Esquire 
Associated Industries of Florida 
5 16 North Adams Street 
Tallahassee, FL 32301 
$erdue@,aif.com 

Barry Richard, Esq. 
Greenherg Traurig, P.A. 
101 East College Avenue 
Tallahassee, FL 32301 
Attorneys for Florida Power & Light Company and 
FPL Employee Intervenors 
richardb@@law.com 

By: 

Fl@& Bar No. 283479 



Florida Power & Light Company 
Response to Staff 3/4/10 Data Request No. 2 

Re: Docket No. 080677-E1 - Petition for increase in rates by Florida Power & Light Company. 

1. For the years 2007, 2008, and 2009, provide a detailed description of FPL’s accounting 
treatment for the excess tax benefits received by FPL Group. By excess tax benefits staff 
means the dollar difference between actual tax payments made on behalf of FPL by FPL 
Group and the tax amounts for which the ratepayers would have been charged under the 
“stand-alone” method. 

Response: There are no ‘excess tax benefits’ under the definition provided in this request. FPL 
Group makes a consolidated tax filing, in which it pays a single, consolidated tax liability. FPL 
Group does not make separate tax payments “on behalf of” FPL or any other subsidiary. The tax 
liability recorded by FPL is calculated on a stand-alone or “separate return” method. Under that 
method, the tax liability that FPL records, and charges to customers, is the same regardless of 
whether or not FPL is filing as part of a consolidated tax return. In other words, if FPL were not 
one of the consolidated FPL Group businesses, its tax liabilities would be exactly the same as 
they are recorded now. 

As FPL’s Vice President of Accounting and Chief Accounting Officer pointed out in his January 
5, 2010 letter to the Commissioners on this topic, Florida utilities and the overwhelming majority 
of electric utilities around the country use the stand-alone basis to calculate income taxes for 
ratemaking purposes. This approach ensures that the income taxes for which an electric utility’s 
customers are responsible through electric rates are determined only on the basis of electric utility 
operations, not on the basis of other, unrelated business activities in which unregulated affiliates 
may be engaged. To do otherwise would expose customers to constant shifts in the utility’s tax 
obligations for reasons that would have nothing to do with providing electric service. This would 
be unfair, confusing and counterproductive to the Commission’s goal of avoiding subsidies 
between utility and affiliate operations. 

2. For the years 2007, 2008, and 2009, provide a detailed description of the accounting 
treatment for the excess tax benefits that were derived from filing a consolidated tax return 
by FPL Group versus each subsidiary filing a separate tax return. 

Response: As explained above, there are no “excess tax benefits” as Staff has defined that term. 
The tax liability for each subsidiary, including FPL, is calculated based on the separate return 
method. Tax benefits, if any, that could not be used by a subsidiary on a separate return basis, but 
are used on the consolidated tax return, are recorded by the subsidiary that generated the tax 
benefits. 
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3. For the years 2007, 2008, 2009, and 2010, provide a copy of FPL Group’s tax-sharing 
agreement with its subsidiaries. 

Response: Please see Attachment 1. 

For the years 2007, 2008, and 2009, would FPL Group have been able to take full 
advantage (each year without regard to tax carryforward or carryback) of the wind related 
production tax credits without the benefit of FPL regulated utility taxable income? 

Response: FPL Group has not been able to take full advantage of the wind related production tax 
credits with, or without, the inclusion of the FPL regulated utility taxable income in the FPL 
Group consolidated tax return for the years 2007,2008 or 2009. 

4. 
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AlTACHMENT 1 

AMENDED AND RESTATED 

INCOME TAX ALLOCATION AGIUCEMENT 

This AMENDED AND RESTATED INCOME TAX ALLOCATION AOREEMENT 
(“Agreement“), is effective as of January 1,2003, by and among FPL cfroup, hc .  (“FPL 
Group” or ‘Tarent”), a Florida corporation, and eacb Affiliate (as defined herein). 

f e d d  i n m e  tax liability and Combined State Tax liabiity (defined below) in a Si, consistent 
and equitable manner. oenerally, no Affiliate should be required to incur an income tax liability 
greater than it would have had it filed a separate income tax retum for each year. If a Tax Asset 
(defined below) is utilized, Afltiliate will be paid the Tax Benefit (defined below) associated with 
the use of such Tax Asset. 

WHEREAS, FPL Group is the common parent corporation of an affiliated group of 

WHEIREAS, each Affiliate is a corporation M other entit, directly or indirectly controlled 

It is the intent of this Agreement to provide the principles for allocating the consolidated 

entities (the “Pare.nt Group”); 

by FPL moup within the meaning of Section 1504(a) of the Internal Revenue Code of 1986,- 
amended (the “Code”); 

ALLOCATION AGREEMENT effective January 1,1986 and subsequently an INCOME TAX 
ALLOCATION AciREEMENT effective January 1,2003 (the “Prior Income Tax Anwation 
Agreements”); 

WHEREAS, Parent and catah Affiliates had entered into an INCOME TAX 

WHEREAS, the Parent Group has Bled and intends to file consolidated federal income 
tax returns as permitted by Section 1501 of the Code (“Consolidated Federal Tax Return”), 
and certain consolidated, combined, M Unitary state and local h o m e  tax returns under similar 
laws of other jurisdictions (“Combined State Tax Returns”); and 

WHWEAS, Parent and Affiliates desire to establish the= respective rights and 
responsibilities concerning certain income tax mattem and to agree upon a method for 
determum ’ ’ g the economic consequences to each party resulting from the filing of aconsolidated, 
Combined, or uniw income tax return, 

parties hereby agree as follows: 

1, Definitions. For purposes of this Agreement, the terms set forth below shall have the 
following meanings. 

NOW, THEREFORE, in consideration of the mutual promises herein contained, the 

“ABcrliate” shsll mean each directly or indirectly cantrolled subsidiary of the Parent, 
except for the period of time during which any subsidiary is (I) treated as a partnership for 
federal income tax purposes, (2) precluded by any financing or similar agreement from being 
party to a tax sharing ageement or has made a representation in any fmancing or similar 
agreement that such entity is not party to any tax sharing agreement, or (3) not in the same 



“affiliated group” (as defined in Section 1504(a) of the Code) as the Parent. All Affiliates 
regulated by tbe Florida Public Service Commission shall be treated as a single Affiliate for the 
purposes ofthk Agreement. 

of the AfEliate’s Federal Tax liability and any interest, penalties and other additions to such 
taxes for sucb taxable year, computed as if each directly or indirectly controllad subsidiary of the 
Parent, regardless of whether such entity is nn Affiliate (each a “Subsidiary”), WBS not and never 
was part of the Parent Group, but rather was a separate corporation filing a United States federal 
income tax return. Such computation shall be made (A) without regard to the income, 
dednctions (including net operating loss and capital loss deductions) and credits of any other 
AfEliate. of the Parent Group, (B) by taking account of any Tax Asset of rhe Affiliate, including 
any Tax Asset of any non-Affiliate Subsidiary, solely for such period of time, that such non- 
Affiliate Suhsidisry is excluded from the definition of “AflXate” pursuant to paragraphs (1) or 
(2) of such definition, in accordance with section 2.2.3.1.2. hereof, (C) as though the highest rate 
of tax specified in subsection (b) of Section 11 of the Code were the only rate set forth in that 
subsection if AtIiliate is not regulated by the Florida Public Service Commission and using the 
tax rates specified in subsection (b) of Section 1 1 of the Code if Affiliate is regulated by the 
Florida Public Service Commission, and @) reflecting the positions, elections and accounting 
methods used by Parent in preparing the consolidated federal income tax retum for the Parent 

“AfilUate Federal Tax Liability” shall mean, with respect to any taxable year, the sum 

GToup. 

“Affiliate Group” shall mean an f i l i a t e  and any direct or indirect corporate 
subsidiaries of Affiliate or other enMes that would be eligible, h m  time to time, to join with 
a l i a t e ,  with respect to Federal Taxes, in the filing of a consolidated U.S. federal income tax 
return computed as if such Affiliates were not and never were part of the Parent Group, and, with 
respect to Combined State Taxes, in the filing of a consolidated, combined, or unitary income tax 
return computed as if such Affiliates were not and never were part of the Combined State Tax 
Group. 

“Affiliate’s State Apportionment Factor” shall mean the Separate Entity apportionment 
factor of the Affiliate as calculated on the State Tax Allocation Schedule (as defined in section 
2.2.1 ., below). 

“Affiliate State Tar Liability“ shall mean, with mpect to any taxable year, an amount 
of State Taxes determined in accordance with the principles set forth in the definition of Affiliate 
Federal Tax Liabfity end comparable provisions under applicable law, using applicable state 
statutes and taking into account the Affiliate’s State Apportionment Factor. 

Code. 
“AMT” shall mean the A l t d v e  Minimum Tax schcme under Section 55, et seq. of the 

“AMT Benefit‘ shall have a meaning consistent with that of Tax Benefit but calculated 
in accordance with the Alternative Minimum Tax scheme under Section 55,  et seq. of the Code. 
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“AMT Liability” shall have ameaning consistent with Affiliate’s Federal Tax Liability 
but calculated in accordance with the Alternative Minimum Tax scheme under Section 55, et seq. 
of the Code, 

“Combined State Tax’’ means, with respect to each state or local taxing jurisdiction, any 
tax based on income payable to such state or local taxing jurisdiction (“State Tax”) in which an 
Affiliate N a  tax returns with the Parent Group or a member of the Parent Group (hereinafter, a 
“Combined State Tax Group”) on a comolidated, combined, DI unitary basis for purpf~ses of 
such tax and including tax returns Ned with Affiliates otherwise disregarded for federal income 
tax purpom. 

“Combined State Tax Parent” means, withrespect to a Combined State Tax, the 
Aftiliate responsible for filing the applicable State Tax R e m  or Parent. 

“Combined State Tax Return” means any consolidated, Combined, unitary or other 
multi-entity filing made in connection with a State Tax. 

Affiliate files tax returns with the Parent Group or a member o f  the Parent Group. 
“Combined State Tax Gronp” means, with respect to a State Tax, the group in which an 

“Deconsolidated AiElliate“ shall have the mean set forth in Section 2.7.2. herein. 

’Beconsolidation” means any event pursuaut to which an Affiliate ceases to be a 
controlled corpmation includible in a consolidated tax rehun of the Parent Group for Federal Tax 
purposes, or in a consolidated, combined, or unitary ri=m with a member of the Parent Group 
for State Tax puqwses. 

A of the Code. 
”Federa1 Tax” means any Federal income tax imposed upon Parent Group midm SubtitIe 

“Find Determination” shall mean (i) with respect to Federal Taxa, a “determination” 
as defined in Section 13 13(a) of the Code or execution of an Internal Revenue Service Form 870 
(or similar form) and, with respect to State Tax, any 6nal determination of liability that, under 
applicable law, is not subject to further appeal, review, or modification through proceedings or 
otherwise (including the expiration of a staMe of limitations or a period for the filing of claims 
for refunds, amended returns or appeals from adverse determinations) or (ii) the payment of tax 
by an Affiliate with respect to any item disallowed 01 adjusted by a Taxing Authority (as 
hereiuah defined), provided that Parent, or Combmed State Tax Parent with respect to a State 
Tax, determines that no action should be taken to reooup such payment. 

“Parent Entity” shall mean, with respect to an Affected Affiliate, the Affiliate that is the 
closest parent corporation in the chain of ownership within the meaning of Section 1563(a)(1) of 
the Code. 

“Pay” or “Payment“ means the physical transfer of cash, cash equivalents, or an 
equivalent intercompany book entry. 
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“Post-Deconsolidation Tax Period” means any tax period ending after the close of 
business on the date of Deconsolidation. 

“Post-Withdrawal Tax Period’’ means any tax period ending after the close ofbusiness 
on the date of WitMravval. 

“Pr&econsoUdation Tax Period” means any tax period ending on or before the close 
of business on the date of Deconsolidation. 

“PreWithdrawat Tax Period‘‘ means any tax period ending on or before the close of 
business on the date of Withdrawal. 

“Separate Entity” means the treaknent of an Affiliate as a separate corporation on a 
stand-alone basis. 

“State Tax” means any tax based on income payable to a state or local taxing 

“Tax Asset” means any operating loss, net operating loss canyforwad or carryback, net 

jurisdiction within the United States. 

capital loss carryfonvard or carryback, tax credit, charitable deduction, or any other deduction, 
credit, or tax attribute which could reduce a Federal Tax or Combined State Tax (including, 
without limitation, deductions and credits related to alternative minimum taxes). 

“Taxing Anthority“ means any governmental authority responsible for the imposition of 
a Federal Tax or State Tax. 

“Tax Benefit‘’ of an Affdiate shall mean (i) with rapect to Federal Taxes, the highest 
rate of tax specified in subsection @) of Section 11 of the Code multiplied by the total amount of 
loss (operating, capital, or other) utilized by the Parent Group, plus the total amount of tax 
credits utiliied by the Parent Group; (ii) with respect to any State Tax, the highest rate of tax 
applicable to such state or local taxing jurisdiction, multiplied by the total amount of loss 
(operating, capital, or other), and multiplied by tke Affiliate’s State Apportionment Factor plus 
the total amount of tax credib utilized by the. Combined State Tax Group. 

“Withdrawal” shall have the mean set forth in Section 2.8.1. herein. 

Withdrawn Affiliate” shall have the mean set forth in Section 2.8.1. herein. 

2. Tux Sharing. For each taxable year of the Parent Group during which income, loss, credit 
against tax, 01 any other Tax Asset of an f i l iaxe  is includible in the Consolidated Federal 
Tax Return of the Parent Group, the Affiliate shall Pay to Parent an amount equal to the 
Affiliate Federal Tax Liability for such taxable year, if any, as shown on the Federal Tax 
Allocation Schedule (as defined in section 2.2.1., below). For each taxable year of the 
Combined State Tax Group during which income, loss, credit against tax, or any other Tax 
Assot of an Affiliate is includible in the Combined State Tax Return of the Combined State 
Tax Group, the Amliate shall Pay to Combined State Tax Parent an amount equal to the 
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Affiliate Combined State Tax Liability for such taxable year, if any, as shown on the State. 
Tax Allocation Schedule (as defined in section 2.2. l., below). 

2.1. Estimated and fitension Payments. Parent shall determine the estimated or extension 
payment amount of the related installment of the Affiliate Federal Tax Liability, as 
determined under the principles of section 2 2 ,  et sq. of this Agreement, and notify 
Affiliate of same; however, simplifying assumptiom may be used, for example, if 
information is not available to determine such estimated 01 extension payments for each 
Afliliate within an Affdiate Group, such calculation may be determined for the entire 
Affiliate Group. Affiliate shall then Pay to Parent, or Parent shall pay to Affiliate, as 
appropriate, within a reasonable time the amount thus determined. Parent shall 
determine the estimated 01 extension payment amount of the related installment of the 
Affiliate Combined State Tax Liability, aa determined under the pdnciples of section 
2 2 ,  et seq. of this Agreement, and notify AEliate of same; h o m e r ,  simplifying 
assumptions may be used, for example, if information is not available to determine such 
estimated or extension payments for each Affiliate within an f i l i a t e  Group, such 
calculation may be determined for the entire AEliate Group. Affiiate shail then Pay to 
Combined State Tax Parent, or Combiied State Tax Parent shall pay to Afiiliae, as 
amnopriate, witbin a reasonable time the amount thus determined. 

2.2. Tmr R e m  

2.2.1. For each Consolidated Federal Tax Return filed, Parent shall make available to 
f i l i a t e  a pro forma Federal Tax return and a schedule reflecting the Affiliate 
Federal Tax Liability C‘Federal Tax Allocation Schedule’?. For each Combined 
State Tax Return filed, Combined State Tax Parent shall make available to 
Affdiate the pro forma State Tax return and a schedule reflecting the Aftiliate 
State Tax Liabiity (“State Tax Allocation Schedule”). 

2.2.2 Within a reasonable time of receiving its Federal Tax Allocation Schedule, 
Affiliate shall Pay to Parent, or Parent shall Pay to Affiliate, as appropriate, an 
amount equal to the difference, if any, between the Affiliate Federal Tax Liability 
reflected on the Federal Tax Allocation Schedule for such year and the sum of the 
prior payments/r&& with respect to the Affiliate Federal Tax Liability for such 
year made pursuant to section 2.1. Within a reasonable time of receiving its State 
Tax Allocation Schedule, Affiliate shall Pay to Combined State Tax Parent, or 
Combined State Tax Parent shall Pay to Affiliate, as appropriate, an amount qual 
to the difference, if any, between the Afsliate State Tax Liability reflected on the 
relevant State Tax Allocation Schedule and the sum of the prior payments/refunds 
with respect to such Affiliate State Tax Liability pursuant to section 2.1. 

2.2.3. For purposes of  the preceding paragraph, Parent shall Pay Affiliate the Tax 
Benefits associated with utilizing Affiliate’s Tax Assets that reduce the Federal 
Tax liability on the Consolidated Federal Tax Return of the Parent Group as 
determined pursuant to section 2.2.3.1., below. Combined State Tax Parent shall 
Pay Affiliate the Tax Bene& associated with utilizing Aftiliate’s Tax Assets that 
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reduce the Combined State Tax liability on the Combined SWe Tax R e m  of the 
Combined State Tax Group as determined pursuant to section 2.2.3.2., below. 
Parent shall have the sole right to *de the order of priority of use of a Tax 
Asset of the Parent Group and of any carry back of a Tax Asset, inclnding 
ntroaotive changes and substitutions. Combined State Tax Parent shall have the 
same rights with mpeot to the Combined State Tax Group. 

2.2.3.1. Operating Losses, Capital Losses and Cpedits with respect to Federal 
Taxes. 

2.2.3.1.1. Inthe eventthe ConsolidatedFederal TaxRetumofthe 
Parent Oroup reflects net taxable income and no consolidated 
net capital loss, Parent shall Pay to Affiliate an amount equal 
to ABfiate’s Tax Benefit. 

2.2.3.1.2. In the event the Consolidated Federal Tax Return o f  the 
Parent Group reflects a net operating loss, credit limitation or 
a timitation in the amount of capital losses utilized, Parent 
shall Pay to Affiliate Tax Benefits based on Affiliate’s pro 
rata share of net operating losses, credits, or net capital losses 
utilized, and the remainder of Affiliate’s net operating losses, 
credits, or net capital losses shall be reflected as a 
carrvforward M cturvback. However. in the event anv 
Affiliate would &&se have the atkity to carry bahc its 
d n i n g  net operating losses, credits, or net capital losses to 
a prior year (computed as if the AEliate were a Separate 
Entity) and receive a refund of Federal Tax, Parent shall Pay 
such Affiliate an amount equal to the Tax Benefit that would 
have been realized had Parent Group utilized Affiliate’s net 
operating losses, credits, or net capital losses in such carry 
back year (”Prioritg Allocation”). CorrespondkgIy, the 
AfFiliate whose net operating loss, credit, or net capital loss is 
displaced due to the Priority Allocation shall Pay to Parent the 
AEliate Federal Tax Liability associated with a reduction in 
the utilization of its prior year’s net operating loss, credit, or 
net capital loss, or Parent shall Pay to that Affiliate the Tax 
Benefit attributable to the utilization of Affiliate’s net 
operating loss, credit, M net capital loss carried back to a prior 
year of Parent Group (subject to an Affiliate’s Ria@ 
Allocation). Affiliate’s applicable Federal Tax Allocation 
Schedules shall be adjusted to reflect such use or reduction in 
such use. 

2,2.3.2. Operating Losses, Capital Losses, and Credits with respect to State 
Tares. 
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2.2.3.2.1. In the event the Combined State. Tax Return of a Combined 
State Tax Group reflects net income and no consolidated net 
capital loss (if applicable), Combined State Tax Parent shall 
Pay to Affiiate an amount equal to Affiiite’s Tax Beneiits. 

2.2.3.2.2. In the event the Combined State. Tax Return of a Combined 
State Tax Group reflects a net operating loss, credit limitation, 
or a limitation in the amount of net capital losses utilized, 
Combid State Tax Parent shall Pay to Affiliate Tax Benefits 
based on Affiliate’s pro rata s h e  of net operating losses, 
credits, or net capital losses utilized, and the remainder of 
AfBate’s net operating losses, credits, or net capital losses 
shall be reflected as a mryfonvard or carryback as permitted 
under applicable state law. However, in the event any 
Affiliate would otherwise have the ability to carry back its net 
operating losses, credits, or net capital losses to a prior year 
(computed as if the ABXate were a Separate Entity) and 
receive a reMd of State Tax, Combined State Tax Parent 
shall Pay such Affiliate an amount equal to the Tax Benefit 
that would have been realized had Combined State Tax Group 
utilized Affiliate’s net operating loss, credit, 01 net capital loss 
in such wry back year (%ate Priority Allocation”). 
Conespondingly, the Affiliate. whose net opaating loss, 
credit, or net capital loss is displaced due to the State Priority 
Allocation shall Pay to Combined State Tax Parent the 
Affiliate State Tax Liability associated with a reduction in the 
utilization of its prior year’s operating losses, credits, or net 
capital loss, or Combined State Tax Parent shall Pay to that 
Affiliate the Tax Benefit attributable to the utilization of 
m a t e ’ s  net operating losses, credits, or net capital losses 
carried back to a prior  yea^ of the Combined State Tax Group 
(subject to an Affiliate’s Priority AUocation). Affiliate’s 
applicable State Tax Allocation Schedules shall be adjusted to 
reflect such use or a reduction in such use. 

2.3. AItermtive Minimurn Tax. In the event the Consolidated Federal Tax Return of the 
Parent Group reflects AMT, each Affiliate shall be allocated an amount equal to 
Affiliate’s Separate Entity AMT Benefit or Separate Entity AMT Liability. However, in 
no event shall such tax allocation be less than Affiliate’s Federal Tax Liability. Parent 
shall Pay Affiliate for any future AMT credit utilized on a pro rata basis. AMT credit 
shall be subject to a priority allocation (‘‘AMT Priority Allocation”) similar to the 
Priority Allocation and State priority Allocation discussed in sections 2.2.3.1 2. and 
2.2.3.2.2., above Such Ah4T allocations shall be reflected on Affiliate’s applicable 
Federal Tax Allocation Schedules. 
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2.4. Orhm Tmc Assets. An Affiliate’s Federal Tax Liability or Tax Benefit resulting from the 
utilization or deorease in utilition of any othex Tax Assets not discussed above shall be 
determined in a similar manner taking into account a Priority Allocation similar to the 
Priority Allocation, State Priority Allocation, and AMT hionty Allocation discussed 
above. 

2.5. Treatment ofA&mnenfs. Ifany adjustment is made in a Consolidated Federal Tax 
Return of the Parent Group or Combined State Tax Return of a Combined State Tax 
&up, after the filing thereof, in which income or loss of an Af6liate is included, then 
within a reasonable time of a Final Determination of the adjustment, Affiliate shall pay 
to Parent or Combined State Tax Parent, or Parent or Combined State Tax Parent shall 
pay to Affiliate, as the case may be, the difference between all payments actually made 
under Sections2.1.,2.2., 2.3. and2.4. withtespecttothetaxableyearcoveredbysuch 
tax return and a l l  payments that would have been made under t h w  sections taking SU& 
adjustment into account, together with any penalties actually paid and interest for each 
day until the date of Final Determination calculated, with rcspect to a Consolidated 
Federal Tax ktum, at the rate determined, in the case of a payment by Affiliate, under 
Section 6621(a)(2) of the Code and, in the case of a payment by Parent, under Section 
6621 (a)( 1) of the W e ,  or with respect to a Combined Stale Tax Return, analogous state 
law provisions. 

2.6. Prepwutfon ofRehrms. So long as the Parent Group elects to file Consofidated Federal 
Tax Retums or any Combined State Tax Return, Parent shall pnpare and file such 
raturns and any other returns, documenb 01 statements required to be filed with the 
respective Taxing Authority Parent shall direct the preparation and filling of a 
Combined State Tax Return by a Combined State Tax Parent with the appropriate 
Taxibg Authority with “spect to the determination of the Combined State Tax liabiity 
of the Combined State Tax Oroup. Parent shall have the right to determine with respect 
to any Consolidated Federal Tax Returns or Combinad State Tax Retums that it has 
filed, will file or cause to be filed (a) the manner in which such returns, documents, or 
statements sball be prepared and fled, including, without limitation, the manner in 
which any item of income, gain, loss, deduction, or credit shall be reported, (b) whether 
any extensions should be requested, (c) the elections that will be made by any member 
of the Parent Group M Combined State Tax Group, a d  (d) which Affiliates shall be 
members of the Parent Group 01 Combined State Tax Oroup. In addition, P W  shall 
have the right to (i) contest, compromise, or settle any adjustment or deficiency 
proposed, ass-, or assessed as a result of any audit of any Consolidated Federal Tax 
Retum or Combined State Tax Rctum filed by the Parent Group or Combined State Tax 
Group, (ii) file, prosecute, compromise, or settle any claim for refund, and Cii) 
determine whether any refunds to which the Parent Group may be entitled shall be 
received by way of refund or credited against the tax liability of the Parent OrOup or 
Combined State Tax Group. Each hereby irrevocably appints Parent as its 
agent and attorney-in-fact to take any action (including the execution of documents) as 
Parent may deem necessary or apprupriate to effect this Section However, Section 2.5 in 
no way is intended to limit the agency powers otherwise available to Parent under 
T r w ~ x y  Regulation 5 1.1502-77. 
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2.1. Additional Rights and Liabilities Post-Reconsolihiion. 

2.7.1. The fights and obligations of the parries to this Agreement following a 
Dewnsolidation shall be governed by a separate agreement to be entered into in the 
event of a planned Deconsolidation. 

2.7.2. Each AfEliate covenants tbat on or after a Deconsolidation with respect to that 
Affiliate (thereafter, a ”Deconsolidated Affiihte”), it will not, nor will it cause or 
permit any member ofits Affiliate Oroup to make or change any tax election, 
change any accounting method, amend any tax mtum or take any tax position on 
any tax rctum, take any action, omit to take any action or enter into any transaction 
that results in any increased tax liability or reduction of any Tax Asset of the Parent 
Group or Combined State Tax ciroup in respect of any Pre-Deconsolidaiion Tax 
Period A€6liate agrees that Parent is to have no liabiiity for any tax resulting from 
any action referred to in the preceding sentence and agnes to indemnify and hold 
harmless the Parent GToup and Combined State Tax GToup against any such tax. 
Such indemnity payment shall include a gross up for income taxes. 

2.7.3. Notwithstending any of the rights or obligations contained in this Agreement, 
Parent shall have the sole right to determine the use or substitution of a Tax Asset in 
any Pre-Deconsolidation Tax Period or any Post-Deconsolidation Tax Period. 

2.7.4. In the went Parent or Combined State Tax Parent effects a Priority Allocation, 
State Tax Priority Allocation or AMT Priority Allocation and the Tax Asset of a 
Deconsolldatcd Affiliate is displaced, Deconsolidated M a t e  shall repay to Parent 
within 30 days of receiving notice from the Parent Group of such substitution the 
mouuts indicated on the Federal Tax Allocation Schedules and State Tax 
Allocation Schedules delivered with said notice. 

2.8. Withdrawal and Automatic Reentry. 

2.8.1. A ‘Withdrawal” shall be deemed to occur and an Affiliate shall be deemed to 
have witlidram from this Agreement if at any time such Affiliate (a “Withdrawn 
Affiliate”) is (1) treated as a partnership for federal income tax purposes or makes 
an Internal Revenue Service Form 8832 election to be treated as apartnaship for 
tax purposes, (2) enters into any financing or similar agreement which precludes the 
Affiliate from beiig party to a tax shaxing agreement or requires the Affiliate to 
make a representation to that the Aftiliate is not party to any tax sharing agreement, 
or (3) ceases to be in the same “affiliated group” (as defined in Section 1S04(a) of 
the Code) as the Parent 

2.8.2. At any time following a Withdrawal, a Withdrawn Affiliate as well as any other 
non-Affiliate Subsidiary sbd immediately and automatidly be made party to this 
Agreement and deemed to be an Affiliate, if such entity satisfies the definition of 
“Affiliate.” 
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3 .  Term Subject to Sections 2.7 and 2.8., this Agreement shall expire upon the date of 
Deconsolidation or Withdrawal with respect to any &consolidated or Withdram Affiliate; 
provided, however, that all rights and obligations arising hereunder with respect to a Pre- 
Deconsolidation or Pre-Withdrawal Tax Period shall survive until they me fully effectuated 
or performed and, providedfurfher, that notwithstanding anything in this Agreement to the 
contrary, all rights and obligations arising hereunder with respect to a Post-Dewnsolidation 
or Post-Withdrawal Tax Period shall remain in effect and ita provisions shall survive for the 
full period of all applicable statutes of limitation (giving effect to any extension, waiver or 
mitigation thereof). 

4. Efectfve Dafe. This Agreement shall be effective as of January 1,2003, and shall supersede 
the Prior Income Tax Allocation Agreements and all prior agreements as to the allocation of 
Federal Tax liability and Combined State Tax liability. 

5. Examples ofCulculat~om. Attached hereto and made part hereof, as “Appendix A” to this 
Agreement, are illustrated examples of some of the matters contained herein. Additional 
examples may be incorporated as necessary. 

6. Cooperation Each member of Parent Group shall cooperate fully in the implementation of 
this Agreement, including but not limited to, providing promptly to the requesting party such 
assistance and documentation as may be reasonably requested by such party in connection 
with any of the activities described in Section 2 of this Agreement In addition, Parent and 
each Affiliate shall retain all relevant tax records for relevant open petiods. 

7 .  Successors. This agreement shall be binding on and inure to the benefit of any successor, by 
merger, acquisition of assets or otherwise, to any of the parties hereto (including but not 
limited to any messor  of Parent and Affiliate succeeding to the tax attributes of such party 
under Section 381 ufthe Code), to the same extent as if such successor had been an original 
party hereto. 

8. Notlce. Any notice requiredundm this Agreement shall be given to the Treasurer or a 
designee of Affiliate. 

9. Authorfzutbn, efc. Each of the parties hereto hereby represents and warranb thai it has the 
powa and authority to execute, deliver and perform this Agrment, that this Agreement has 
been duly authorized by all necessary corporate action on the part of such party that this 
Agreement constitutes a legal, valid and binding obligation of each such party and that the 
execution, delivery and performance of this Agreement by such party does not contravene or 
conflict with any provision of law or of its charter or bylaws OT any agreemenf instrument or 
order binding on such party. 

10. Section Captions. Section captions used in this Agreement are for convenience and reference 
only and shall not affect the construction of this Agreement. 

10 



11. i3verningLnw. THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED 
IN ACCORDANCE WITH THE LAWS OF THE STATE OF FLORIDA WITHOUT 
GIVING EFFECT TO LAWS AND PRMCPLES RELATING TO CONFLICTS OF LAW. 

12. Dlrpute Resolution The parties hereto agree that any dispute arising out of  or in connection 
with this Agreement shall be submitted to arbht ioa The partits shall negotiate in good 
faith and use all reasonable efforts to agree upon a resolution of any dispute after receipt of 
written notice of such dispute from a party. if the parties cannot agree on an amicable 
settlement within 30 days from the written submission of the matter by one or more parties to 
the other party OT partics, the mattcr shall be submitted to arbitration. The party or parties 
invoking arbitration shall select one arbitrator, the otba praty or parties shall appoint one 
arbitrator, and the two arbitrators shall select a third arbitrator. In the event such arbitrators 
anriot agree upon a third arbitrator, a third arbitrator shall be selected in accordance with the 
culm as then in effect of the American Arbitration Association. If any party fails TO select an 
arbilrator within 30 days af€erthe matter is submitted to arbitration, the other party may 
cause the American Arbitration Association to select an arbitrator for the defaulting party. 
The decision of two of the three arbibtors so appointed as to the validity of any claim shall 
be conclusive and binding upon the parties to this Agreement. Any such arbitration shall be 
held in b o  Beach, Florida under the rules to be mutually agmed upon by the arbitrators 
selected by the parties or, if no such agreement c8n be reached, under the rules as then in 
effect of the American Arbitration Association. The party that does not prevail in arbitration 
shall pay its own expenses and the expenses of the prevailing party. In the event neither 
party prevails and a split decision is rendered, each party shall pay pro rata that portion of its 
own expenses and a portion of the other party’s expenses based upon the ratio set forth in the 
split decision rendered by the arbitrators. 

13. Counlerpmfs. This Agreement may be executed in any number of counterparts, each of 
which shdl be deemed an original, but all of which together shall constitute one and the m e  
Agreement 

14. Waivers mdAmendments. This Agreement shall not be waived, amended or otherwise 
modifled except in writing, duly executed by an authorized officer of each party. 

15. Attorneys’ Fees. If any party hereto commences an action against another party to enforce 
any of the terms, covenants, conditions or provisions of this Agreement, or because of  a 
default by a parly under this Agreement, the prevailing party in any such action shall be 
entitled to recover its costs, expenses and losses, including attorneys’ fees, i n m d  in 
mnnection with the prosecution or defense of such action from the losing party. 

16. Jwlurisdiclion md Verne. Eaoh of the parties hereto agrees to submit to the jurisdiction of the 
state and federal courts located in Florida and agree that venue in those murts is proper. 

17. Severability. The invalidity or unenfomabiility of any particular provision of this Agreement 
shall not affect the other provisions hereof, and this Agreement shall be construed in all 
reapects as if such invalid or unenforceable provision were omitted. 
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18. Further Documents. The parties agree to execute any and all documents, and to perform any 
and all other acts, reasonably necessary to accomplish the purposes of this Agreement 

19. Entire Agreement THIS AGREEMENT SETS FORTH ALL OF THE PROMISES, 
AGREEMENTS, CONDITIONS, UNDERSTANDINOS, WARRANTIES AND 
REPRZSJZNTATIONS AMONG THE PARTIES WITH RESPECT TO THE 
TRANSACTIONS CONTEh4l’LATED HEREBY, AND SUPERSEDES ALL PRIOR 
AOREEMENTS, ARRANGEMENTS AND UNDERSTANDINGS BETWEEN THE 
PARTIES HERETO, WHETHER WRlTEN, ORAL OROTHERWISE. THERE ARENO 
PROMISES, AGRBEMENTS, CONDITIONS, UNDERSTANDINOS, WARRANTIES OR 
REPRESENTATIONS, ORAL OR WRIl”EN, EXPRESS OR IMPLIED, AMONG THE 
PARTES EXCEPT AS SET FORTH HEREN. 

[Sigmtnre~ on FoUowing Page] 
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IN WITHNESS WHEREOF, each party hereto has caused this Agreement to be 
executed by a duly authorized officer: 

PARENT: 

FPL GROW, INC. 

Name: James P. Hi& 

Title: Vice President Tax 

FLORIDA POWER & LIGHT COMPANY, 
on behalf of itself and each of its direet and indirect subsidiaries that i s  an Affiliate 

By: Qd JJ.j-b-9 

Name: James P. Hieeins 

Title: Vice President, Tax 

FPL GROUP CAPIT& INC, 
on behalf of itself and each of ita direct and indirect subsidiaries that is an Affiliate 

By: a& >&* crvp 
U I" 

Name: Jms P. Hieeins 

! 

Title: Vicehes ident 
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APPENDM A 
TO 

AMEMDED AND RESTATED 
INCOME TAX ALLOCATION AGREEMENT 

BY AND BETWEEN 
FPL GROUP. INC. AND ITS AFFnIATES 

EXAMPLE I: Nef Operatinghses (NOIS) and Prior@AIlocation The consolidated group 
of entities includes Entity A, Entity B and Entity C. Year 1 reflects consolidated Federal taxable 
income and years 2 4  reflect consolidated losses. In Year 1, the Federal tax allocation provides 
each Affiliate with a tax liability or benefit equal to 35% of ita respective taxable income with no 
carryova items. Year 2 demodates the pro rata allocation of  tax benefits to Entities B and C. 
Year 3 demonstrates a F'riority Allocation to Entity A coupled with pro rata carryback of Tax 
BeheMs for Entities B and C. Year 4 demonstrates the F'riority A l l d o n  for Entity A and 
repayment of Tax Benefits by Entities B and C due to the decrease in utilization of  Entity B and 
Entity c losses. 

EotityA EntityB EntityC Consolidated 

Taxablelncome 400,000 (75,000) (l0,aoO) 315,000 
Tax Rate 35% 35% 35% 35% 

Tax 140,000 (26,250) (3,500) 1 10.250 

Affiliate's Federal Tax Liabllity (Benefit) (26.250) ( 3,500) 110,250 

TaxableInoome . 25,000 (75,000) (10,000) ( ~ , o o o )  
Tax Fate 35% 35% 35% 35% 

TaX 8,750 (26,250) (3,500) (21,000~ 

Affiliate's F c d d  Tax Liability (Beacflt) 8,750 (7,721) ( 1 , 029) 0 

Nci Operating Loss Carryback to Year 1 (55941) (7,059) (60,000) 

Afmiate's Federal Tax Liebility (Benefit) 
&er Canyback of Nola to Year 1 (18,529) (2471) 01.000) 

NOL omeratod 0 (75,000) (10,000) (85,000) 

NOL Utilizsd Cmyback Ytar 0 52,941 7,059 60,000 
NOL Utilized Cwent Year 0 22,059 2,941 2s,ooo 

NOL Remaining 0 0 0 0 



.~ . .  ~~ 

Tax Rate 35% 35% 35% 35% 
Tax (70,000) (26,250) (3,500) (99,750) 

Affiliate's Federal Tax Liability (Benefit) 0 0 0 0 

Not Ope~ating Loss Canybaoklover (200.000) (75,000) (~0,000) (285,000) 

NOL CrUIyaack to Year 1 (200,000) (48,529) (6,471) (255,000) 

after Carryback ofNOLs to Year 1 (70,000) (16,985) (226s) (89,250) 

NOL 0Blemtw.I (200,OOO) (75,000) (10,ooO) (285,000) 
NOL Urilived C m t  Year 0 0 0 0 

Afhliata's Federal Tax Liabili i  (Benefit) 

NOLUtiIiA -back Yoar 200,000 48,529 6,471 255,000 
NOL Remaining QP.9) (30,000) 

Taxable Income (225,000) (75,000) (10,M)O) (310,000) 
Tax Rate 35% 35% 35% 35% 

Tax (78,750) (26350) (3.500) (108,500) 

Afmlate's Federal Tax Liability (Bene@) 0 0 0 0 

Net Operating Loss Carrybackher (225,000) (75,000) (10,000) (310,000) 

N O L C ~ k t o Y e m  182 (225,000) 198,529 26,471 0 

after Canybeck of NOLB to Years 1&2 (78,750) 69r(85 9,265 0 

NOL Genuated (225,000) (7S.000) (l0,000) (3l0,OoO) 
NOL Carryow h m  prior ~BBT 0 (26,471) (3329) (30,000) 

NOL Utilized Current Year 0 0 0 0 

Affiliate's Federal Tax Liabllf (Benefit) 

NOLUtilized CWybackYear 225,000 (198,529) (26,471) 0 
NOL Remcdnii 0 (3- 40,000) (340 000 



EXAMPLE 2: C'hlbsses. The consolidated group of entities includes Entity A and 
Entity B. In Year 1 Entity A's capital loss of $3,000 is fblly utilized Bgainst Entity B's capital 
gain of $12,000. Entity A is allocated a Tax Benefit reflecting the utilization ofthis loss and 
Entity B's tax liability reflects papent of tax on irs capital gain. In Year 2 Entity B generates a 
capital loss of $15,000. There are no capital gains generated in Year 2 so the capital loss is 
carried back to Year 1. Entity B offsets its Year 1 capital gain completely and has a remaining 
capital loss carryforwmd of $3,000. Since Mty B capitd gains are reduced to zero due to the 
utilization of the capital loss carryback, Entity A must pay Parent the tax liability associated 
with the reduction in utilization of its Year 1 capitai loss. 

Consolfdatiag 
EnfflyA EntilyB Adjustment Coarolidated 

Tavabls Income before Capits1 Oains & Losses 403,000 (87,000) 316,000 
Net Capital Gain (Loss) (3,000) 12,000 9,000 

Taxable Income 400,000 (75,000) 0 325,000 
Tax Rate 35% 35% 35% 35% 

TaX 140,000 (26250) 0 113,750 

Affiliate's Fedaal Tax Liability @eneft) l 4 0 , u J  26 50 ) 0 113,750 

Taxable Income before C8pdal Gains & Losses 300,000 (68,000) 232,000 
Nci Capital Gain (Loas) 0 (15,000) I5,OOO 0 

Consolidation Adjustmm 0 15,000 (I5,OOO) 0 
Taxable Income 300,000 (68,000) 0 232,000 

Tax Rate 35% 35% 35% 35% 
TaX 105,000 (23,800) 0 8 1.200 

Affilial8's Fedmal Tax Liabim (sensfit) 105 , 000 03,800) 0 81,200 

Capiinl Loss U t i l i i  Current Year 0 0 0 
Capital Loss UdIizea/(unutilizsn)(unutiIizvd) Carryback Year (3,000) 1&OW 9,000 

Capital Loss Carryover berated 0 (I5,OOO) 0 (15,000) 

Capital Loss Cmryover Remaining ( 3,000 ) (3,000) 0 (6,000) ___ 

Capital Loss Carryback to Year 1 

Taxable income before Capital Gains & Lossas 403,000 (87,000) 316,000 
Net Capital Gain (Loas) (3,OW 12,000 9,000 

Net Capital Gain (Loss) Carryback (12,000) (12,000) 
Consolidation Adjustmentunutilized capltal loss 3,000 3,000 

Taxable Income 403,000 (87,000) 0 316,000 
Tau Rate 35% 35% 35% 35% 

Tax 141,050 (30,450) 0 l10,600 
Original Affiliate's Federal Tax Liability (Benefit) 140,ooO (26,250) 0 113,750 

Afilliate's Fedcral Tax Liability (Benefit) 



due to wryback of Entity B capital loss 
EXAMPLE 3 M. The consolidated group of entities includes Entity A, Entity B and Entity C. 
The example refleots a consolidated AMT liability in Year 1 with AMT credit canyovex of $750. 
Year 1 tax l i i i t y  (benefit) allocation demonstrates Entity A as paying the higher regular tax 
liability, Entity C paying the higher AM” tax liability and Entity B receiving tax benefits based 
upon the utilization of its AMT loss against consolidated AMTI (alternative minimum taxable 
income). Entity B’s AMT Credit is calculated as the diffexence between its tax allocation and the 
regular tax benefit it would have received if the consolidated poup had not becn in AMT. In Year 
2, when the consolidated AMT credit ($750) is fully utilized, Entity B and C receive the MI benefit 
of their respective AMT Credit from Year 1. 

EntityA EntityB Entity C Parent Con~oltdated 
consolldatsd 
Adlastment 

Regular Taxable I n o m  100.000 05,000) 30,000 55,000 
Regular Tax Rate 35% 35% 35% 35% 

Regular Tax 35,000 (26,250) 10,500 19,2XJ 

Regular Taxable Inooms 100,000 (75,000) 30,000 55,000 
AMTAdjustments 20,000 zs,o00 45,000 

AM71 120,000 (75,000) 55,000 I00,000 
AMT Rnte 20% 20% 2056 20% 

Tentative Mmimum Tax (‘‘TMT? 7.4,000 (15,000) 11,000 20,000 

Cirmter of Regular 01 TMT 35,000 (I5,ooo) 11,ooo (11,000) 20,000 
AB.3 Federal Tax Liability @ d e )  35,000 (15,000) 11,000 (11,ooo) 20,ooo 

Rsauliv Taxable Income SOO.Mx) (75.000) 30.000 455.000 . .  
Regular Tax Rats 35% 35% 35% 35% 

Regular Tax 175,000 (26,250) 10,500 159,250 

Regular Taxable I n m  500,000 (75,000) 30,000 455,000 
AMTAdjustm0llt3 t0,OOo 25,000 45,000 

AMTI 520.000 (75,000) 55,000 500,000 
AMT Rate 2Ph 20% 20% 20% 

Tentative Minimum Tax 104,OoO (15,ooo) 11,000 100,000 

AE’s Ped. Tax Liability (Bornfit) ** 175,000 (26,250) 10,500 159250 
AMT CreditUtiIized 0 (11,250) (500) 11,000 (750) 

Net Tax aRa AMT crsdit (37,500) 10,wO 11,000 I5SJOO 



*' Sioce the consultdated group is not in AMT, allocatiolr, are based upon re@ tax with the exception o f t b  
utilization of AMT d i t s  gwwated in prior years. 

EXAMPLE 4: CombinedStute Tau Allocalion. The consolidated group includes Entity A and 
Entity B and files comolidated state income tax returns in State X and Sta!e Y. Entity A is 
predominantly located in State X, whereas Entity B is predominantly located in State Y. Both 
entities are allocated state tax liability tor State X and State Y based upon their hspective separate 
enthy calculations utilizing their individual State Apportionment Factor. The Parent company 
reflects a consolidation adjusbnenf for the difference between the state taxes allocated to each 
entity and the consolidated liability based upon h e  consolidated apportionment factor. 

Parent 
Entlty A Entity B Coosol Ad]. Coosoildated 

State Tlucsbl~ lnwme 100,000 (75,000) 25.000 . .  
Apportlonmant % 82% 24% 75% 

AwortiOned ~ncome/(Loss~ 82.000 f18.000) 18.750 
1. I .  

State T& Rak i o %  7.0% i.m 
Affiliat8s %ate Tw Liability ; 5 740 3 168 1313 

Stab Taxable Income 100,000 Cl5,000) 25.000 

.. 
9.0% . 9.0% 9.0% 

5 130) 563 1,620 ( ,  Affiliate's Stab Tax Llability 

state X 5,740 0260) (3,168) 1,313 

Total State Taxes 7,360 (6,390) l_J_. 905 1875 
StateY 1,620 (5,130) 4,073 563 
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