
354 

BEFORE THE FLORIDA PUBLIC SlRVICE COMMI SSION 

In re: Pe t ition of Florida Power 
a nd Light Company for approval of 
"Tax Savi ngs " refund for 1988. 

The following Commissioners 
disposition of this matter: 

) 
) 
) 
) 

DOCKET NO. 890319-EI 
ORDER NO. 22334 
ISSUED: 12-22 - 89 

participated in the 

MI CHAEL Mc K. WI LSON, Chairma n 
THOMAS M. BF.ARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER RELATING TO TAX SAVINGS RATE REDUCTION 

BY THE CO~~ISSION: 

NOTICE is hereby given by the Flor i da Public Service 
Commission that t he action discussed herein is prel imi nary in 
nature a nd will become final unless a person whose interests 
are adversely affected files a petit ion for a formal 
p roceeding, pursuant t o Rule 25-22.029 , Florida Admi n istrative 
Code. 

The Tax Reform Act of 1986 {TRA8 6) reduced the corporate 
tax r ate from 46\ t o 40\ in 1987 and from 40\ to 34\ in 1988 on 
a calendar ye ar basis , along with numerous ot her changes. Thi s 
l ower corporate tax rate is now reflec ed in t he base r ates fo r 
corn?anies which have had a rate proceeding si nce the e nd of 
1986. For those which have not had a recent rate case, the 
app lication of Rule 25-14.003 , Florida Admi nistrative Code, 
{the tax saving s rule) and company-proposed agreements have 
resu 1 ted in cash refunds, reduct ions in access charges, 
depreciation reserve adjustments or other adjustments bei ng 
made to offset tax savings reahzed from TRA86 i n 1987 and 
1988 . Some companies wi ll refund tax savings in 1989 and 
e xpect to do so in the future. 
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Of the f i ve regul ated electrlc utilities , only Florida 
Power Corporation and Florida Public Utilities Company have 
c hanged their customer rates to reL lect the lower tax rate of 
34\ . Gulf Powe r Compa ny has a docket pend i ng to resolv~ its 
1988 tax savings , and has ag reed to use a 13.75\ r etu r n o n 
equity f o r calculation of 1989 tax savings , rathe r than the 
midpoint o f its l ast authorized range of return as required by 
the tax s avings rule. Tampa Electric Compa ny refunded its 1988 
tax saving s , and was o rdered to reduce its rates to remov e t he 
effect of the TRA86 tax c hange . 

Flonda Power & Light Compa ny (FPL) made a tax savings 
refund for 1987 and has petit ioned this Commi ssion for approval 
of a 1988 tax savi ng s refund i n the amount o f $38,2 21,633. I n 
Orde r No. 21143 , we required FPL to credit customers · bi lls o n 
a KWH bas is so as to refund the tax savings as calcul ated by 
FPL , pending our Staff's review, aud1t, and discovery of data 
underlying utility's calcula tion. Our Staff h as completed thi s 

ask , and has recommended that FPL's tax sa v ings refund be 
increased, and that the utility' s rates be reduced to remo ve 
Lhe effec s of the tax rate change. Because members o f our 
Staff differ widely o n the proper amount of the refund , we find 
it appropriate to set this matter f or hearing o n t he issue of 
the proper amount of the refund. rt is apparen, however, thal 
FPL ' s rates should be reduced to remove the effect of t he TRA86 
tax reduction. A t this point, the amount of the rate reduct i on 
s hould be at l eas the amount of the ut1 lity ' s acknow l edged tax 
sa ving s , plus an addit ional amount o refl ect disallowance of 
expense s wi t h which FPL agrees. 

Comm1 ss ion Staff has recommended, and FPL has agreed t o , 
the disal l owance of t he certai n expenses for the purpose of 
calcu lati ng tax savings. F1rst, we will disallow $76 , 908 
($77, 664 system) incurred by FPL for Ed i son E l ectric Institute 
media dues . In the past, we h ave disallowed all med1a 
communication dues in t he calculation o f rates . Second, we 
w1ll d isa llow $ 53,550 ($54 , 007 s y stem) incurred by the utility 
for the development o f a new logo, as the e xpense is for the 
purpose o f enhancing the company image, and is unnecessary for 
the provision of service. Finally, we will disallow $1 04,0 62 
($104,062 system) spent for pr1nting materia l s for the Mu lcolm 
Baldridge Foundation. The expense con s titutes a c har it1ble 
contribulion and as such, should no be inc luded in the J x 
sav ings ca l culation. Thu s , we fi nd t hat FPL should reduce its 
r ates by a total of $ 38 , 460 ,672 . 
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In the absence of a hearing on the full amount of t he rate 
reduction, and lacking a current cost of service study, we find 
that the perma nent rate reduct ion s hould be a lloca ed o n an 
e qual cent~ per KY~H basis, to be effective on January l, 1990. 

It is therefore 

ORDERED that Florida Power & Light Company permanently 
reduce rates and charges by $38,460,672 . It is furthe r 

ORDERED that the permanent r ate reduclion be applied o n an 
equal cents per KWH basis. It is further 

ORDERED that the rate reduction lS effective on January l , 
1990. 

By ORDER of the Flo r ida Commission , 
this 22nd day of DECEMBER 

Reporting 

( S E A L ) 

MER/5422L 

NOTICE OF FURTHER PROCEEDI NGS OR JUDI CIAL REVIEW 

The Florida Public Service Commission is required by 
Section 120 .59(4), Florida Statutes , to notify parties of any 
admi nistrative hearing or JUdicial review of Commission o r ders 
that is available under Sections 120 . 57 or 120 .68, Florida 
Statu tes , as well as the procedures and time Limit~ that 
appl y. This notice should not be construed to mean all 
requests for an administrative hearing or judicial review wi ll 
be gra nted or result in the relief sought . 
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The ac ion proposed herein is peel iminary in nature and 
will not become effective or final, except as provided by RulP. 
25-22.029, Flo .. ida Administrative Code. Any person whose 
s ubstantia J. interests are affected by the act ion proposed by 
t hi s order may file a petition for a formal proceeding, as 
provided by Rule 25 - 22.029(4 ), Flo rida Administ rative Code, in 
the form provided by Rule 25-22.036(7)(a) and {C), Florida 
Administrative Code. This petition must be received by the 
Director , Division of Records and Repo rting at hi s office at 
101 East Gaines Street, Tallahassee, Florida 32399-0870, by the 
close of bus1ness on January 5, 1990. 

In the absence o( such a petition, this order s hall become 
effective o n the day subsequent lo the above date as provided 
by Rule 25-22.029(6), Florida Administrative Code , and as 
reflected in a subsequen order . 

Any objection or protest filed in this docket before the 
issuance date of this o rder is considered abandoned unless it 
s atisfies the foregoing conditions and is renewed within the 
s pecified protest period. 

If this order becomes final a nd effect1ve on the dale 
desc r i bed above, any party adversely affected may request 
j udi cia l review by the Florida Supreme Court in the case of an 
electric, gas o r telephone utility o r by the First Distr ict 
Court of Appeal in lhe case of a wa tH o r sewer utility by 
filing a nol1ce of appeal with the Director, Division of 
Records and Reporting and filing a copy of the notice of appeal 
and the filing fee with the appropriate court. This filing 
must be comple ed wi h1n t h irty {30 ) days of the effective date 
of this order, pursuant to Rule 9.110, Florida Rules of 
Appellate Procedure. The notice of appeal must be in the form 
specified in Rule 9.900(a ). Florida Rules of Appellate 
Procedure. 
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