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Tax and Jobs 
Act of 2017 
(PL-115-97)

Passed Congress and signed into Law 
December 22, 2017 for Tax years 
beginning after December 31, 2017.

Reduced Income Tax Rate for 
Corporations from 35% to 21%
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Tax and Jobs 
Act of 2017 (2)

Two Issues
Current Income Taxes Included 
in Rates
Accumulated Deferred Income 
Taxes
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Current 
Income Taxes 
Included in 
Rates

Current Utility Rates have built in to the 
rate calculation federal income taxes at 
35%.

Without rate action or agreement, the 
utility will collect from customers as if the 
rate is 35% and only be subject to income 
tax at 21%
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Accumulated 
Deferred 
Income Taxes 
(ADIT)

 Texas Law Requires Depreciation Rates to be 
calculated on a straight line basis

 If the Plant life is expected to be 40 years, the amount is 1/40 (2.5%)

 Internal Revenue Code  allows utilities to claim 
depreciation for federal income tax purposes on an 
accelerated basis

 Accelerated Cost Recovery System 

 Bonus Depreciation 50% or 100% from Stimulus bills

 Differences--Internal Revenue Code prohibits the flow 
through of the

 Income Taxes for setting rates does not include the savings from 
accelerated methods of depreciation

 The differences are called deferred taxes (Accumulated Deferred 
Income Taxes)

 Deferred Taxes are cost free capital and deducted from the 
base(investment) upon which rates are set
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Accumulated 
Deferred 
Income Taxes 
(ADIT)

 ADIT are taxes that are due the government when the 
depreciation differences reverse (e.g. when the straight 
line amount for a given plant is greater than the 
amount that may be deducted from the tax return

 ADIT have been paid by ratepayers in rates

 ADIT Accumulated at 35% (mostly)

 ADIT must be returned to ratepayers

 Tax and Jobs Act Requires flow back no more rapidly 
than ratably over the remaining regulatory life of the 
plant
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El Paso Electric

 Rate Case Settlement Agreement Article I, B addresses 
changes in Income Tax Rates

 Effective January 2, 2018 EPE will accrue a Regulatory 
Liability (Money owed ratepayers) for the difference in tax 
rate

 EPE has 120 from Enactment to file a tariff with a refund 
factor for the difference between 35% and 21% (April 21, 
2018)

 Credit to customers will be in a refund factor

 Calculated Difference will be in the range of $21 million per 
year

 Residential Class will receive 46.34%

 Excess Deferred will be treated in next rate case
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El Paso Electric ACTION
No Action Required at this time
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Texas Gas 
Service

 Current Rates were set in 2016

 GRIP Increase in July 2017

 All based on 35% Federal Income Tax Rate

 Income Taxes in Rates (after GRIP increase) $10.3 
million. 

 Actual Income Tax Expense Estimated at $5.0 million

 Reduction of $5.3 million

 Excess Deferred Taxes (ADIT)  Est. $15.3 million 
($450,000) per year

 TGS not required to file another rate case until late 
2022/early 2023
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Texas Gas 
Service

Action At this Time
Continue Discussions with TGS 
for short period
Initiate Proceeding to Reduce 
Rates (Show Cause)
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QUESTIONS/
COMMENTS?
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