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Policy Analysis: Impact of Tax Cuts and Jobs Act of 2017 on Electric Utility Rates

On December 22, 2017, President Trump signed into law the Tax Cuts and Jobs Act of 2017 that amended the Internal
Revenue Code of 1986. This represents the first major tax reform in more than three decades, lowering rates for all
businesses, making our tax system more competitive, and unleashing a new era of growth for the American economy.

Because of these changes, companies are reinvesting in their business, employees are reaping rewards through
bonuses and increased wages, and individuals are keeping more of their hard-earned wages in their paychecks each

month.

Another area of significant consumer savings and economic gain is coming in the form of reduced electricity bills

made possible by these tax cuts, which we explore below.

Overview

The focus of this analysis was to calculate the direct
consumer savings on electricity bills that are occurring
because of the Tax Cuts and Jobs Act (“TCJA")! and
to estimate the resulting broader economic benefits.
The TCJA lowers tax rates for businesses and creates
pro-growth reforms to make the American economy
more competitive, which has caused state public utility
commissions to require that investor-owned utilities
submit adjustments to their retail tariffs to properly
reflect their lowered costs from the TCJA. This results
in consumer cost savings and other broader economic
benefits, as calculated in the following analysis.

To estimate end-consumer electricity cost savings, we
researched ongoing state-level utility filings made by
June 2018 either as part of one-off state proceedings or
as part of arate case. In some cases, state commissions
had already issued orders dealing with pass-through
of savings that we incorporated. We then aggregated
savings for individual utilities to develop state-level
estimated savings.? Because of the manner in which
utility rates are set, utility customers may see the
estimated TCJA savings in different ways. The most
direct way would be an adjustment in their current bills
to reflect savings,® until the next rate case when their
entire rate would be reset to reflect lower tax rates from
the TCJA. In some cases, utilities may simply forgo
surcharges or increases that would have otherwise
gone into effect in current bills. For example, Florida
Power & Light will forgo charges it otherwise planned to
start collecting in 2018 to compensate it for Hurricane
Irma costs. We also calculated the average savings for
residential customers. The appendix lists the various
state utility commission filings that served as the basis
of this analysis.

1 The TCJA will also have other rate impacts - e.g., adjustments to deferred tax
accounts, phase out of bonus depreciation — the impacts of which are generally
smaller than the direct impact and could be positive or negative.

2 Municipal and co-operative utilities are excluded because their customers will
see no change from lower tax rates because of their tax-exempt status.

3 The rate case would also provide a means to reflect other changes from the
TCJA such as changes to bonus depreciation.

To estimate the broader economic impacts of electricity
cost savings, we applied the IMPLAN model to estimate
state GDP and employment benefits. The IMPLAN model
takes the known direct economic impacts (i.e. the rate
filings with the state public utility commissions) and
calculates the indirect and induced impacts resulting from
the investment or savings. Tax savings result in increased
real consumer income. For households, this means higher
disposable income, allowing them to spend more, which
increases GDP and employment through higher demand
for goods and services throughout the various state
economies.

The U.S. Chamber of Commerce Global Energy Institute
analysis of 15 representative states found that direct
customer savings over a five-year period from i nvestor
owned utilities (IOU) in these states are significant
- ranging from $100 million in Maine to nearly $4
billion in Florida. These direct customer savings are then
multiplied across the economy with increased jobs and
state GDP. Direct savings and GDP impacts are
estimated over a five-year basis. Employment impacts
are assumed to be sustained.

While only 15 states were modeled, residential and
industrial users of electricity in most states are benefiting
from the Tax Cuts and Jobs Act Of 2017. Customer savings
will also be realized for those who rely on natural gas as a
fuel source given their near identical treatment to investor
owned electric utilities. The Global Energy Institute
engaged FTI Consulting to conduct this analysis.

Findings

The following table includes total customer savings,
residential customer savings, gross domestic product
and employment benefits in each state analyzed over a
five-year period. While representative, these savings and
gains are presented on a state-by-state basis and should
not be represented as economy-wide given the analysis of
15 to 50 states.



Customer Savings, GDP and Job Gains (2018-2022)

Average 5-Year IOU*

Total 5-Year IOU* Residential Customer

Savings (millions)

5-Year State GDP

Impacts (millions) Sustained Job Gains

Savings
‘ Alabama $1,285 $429.60 $1,345 3,444
' Arizona $765 $273.00 $1,085 2,411
‘ California $3,235 $138.60 $5,410 9,896
-‘\ Florida $3,916 $332.40 $5,230 12,043
‘ Georgia $825 $164.40 $1,305 2,776
' Indiana $1,425 $271.20 $1,660 3,987
’ Maine $101 $132.00 $155 349 —
“""‘ Michigan $1,340 $179.40
t Minnesota $759 $205.20
‘ Missouri $652 $193.80
’ Nevada $419
# Texas
“_ Virginia
‘f' Wost $330 $168.00 $352 891
Virginia
' Wisconsin

/ B v

*]0U: Investor Owned Utility GLOBALENERGYINSTITUTE.ORG n u E



http://www.globalenergyinstitute.org
https://www.facebook.com/globalenergyinstitute/
https://twitter.com/globalenergy
https://www.youtube.com/user/EnergyInstitute21
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Appendix
» Several effects will contribute to the “net” effect on electric utility rates of Tax Cuts and Jobs Act (TCJA) of
2017:
— Direct impact of lower tax rate — leading to lower customer rates

— Adjustments to regulatory assets — leading to offsetting some benefits (e.g., return of excess funded taxes from
prior years)

— Phase out of bonus depreciation benefits by end of 2019, leading to offsetting of some benefits

« Because of utility settlement agreements with locked-in rates for fixed periods plus surcharges (new and
expiring), pass-through of estimated tax benefits into actual rates is complex in terms of mechanisms and
timing.

» Savings levels vary by entity:
— Zero savings for tax-exempt munis and coops

— Lower estimated savings when generation is deregulated because entities providing electric commodity are not
regulated and are not required to pass-through benefits

* Estimates presented here represent:
— Direct 2018 savings from lower tax rates

— Savings for IOUs in each state

Conceptual Overview:
Savings to Electric Utility Ratepayers

Net: UeW/ After long-
expiring term offsets
surcharge

Direct lower
rate for
customers
today

Existing Direct Other Phase-out

Customer impact adjustments of bonus
Rate of lower to utility depreciation
tax rate rates*

Estimates presented
here

* Because of the complexities of utility rate regulation, the impacts are case-specific and could be positive or negative.

POLICY ANALYSIS: IMPACT OF TAX CUTS AND JOBS ACT OF 2017 ON ELECTRIC UTILITY RATES APPENDIX1




Alabama, Arizona, California, Florida, Georgia, Indiana

Summary

Average 10U residential

Composition of sales in state Estimated I0U state-wide savings, $million/year customer savings $/month*

Total Residential
(1]
£
3 $2570 $108.4 $7.16
[}
<
Total Residential
]
c
R $153.0 $787 $4.55
<
Total Residential
5
c
1S
=
-‘_; $647.0 $279.9 $2.31
(&)
Total Residential
[}
)
o $783.1 $458.1 $5.54
T8
Total Residential
=
1]
° $165.0 $70.5 $2.74
(4]
S
Total Residential
(1)
c
3 $284.8 $106.6 $4.52
c

*Transmission and Distribution Utilities (TDUs) with generally smaller tax expense (and hence savings)
. Taxable |IOUs covered in estimates than comparable vertically integrated companies in deregulated states; total savings estimates based
upon available information as of June 2018; total savings allocated to residential customers based

. on their historical share of utility sales in dollars. Southern Indiana Gas & Electric not included under
Tax-exempt munis, coops, etc. Il

Source: PSC documents — AL; AZ; CA; FL; GA; IN; Company press releases; EIA; FTl analysis
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Maine, Michigan, Minnesota, Missouri, Nevada, Texas

Summary

Average 10U residential

Composition of sales in state Estimated I0U state-wide savings, $million/year customer savings $/month*

Total Residential
Q
= $20.2 $14.8 $2.20
1]
=
Total Residential
s
20 $268.0 $127.3 $2.99
S
=
Total Residential
]
e
(]
o $151.7 $51.4 $3.42
£
=
Total Residential
5
8 $130.4 $61.1 $3.23
(2]
=
Total Residential
<
S $83.7 $43.5 $3.33
()
Z
Total Residential
S $242.3 $113.6 $1.38
)

*Transmission and Distribution Utilities (TDUs) with generally smaller tax expense (and hence savings)
. Taxable |OUs covered in estimates than comparable vertically integrated companies in deregulated states; total savings estimates based
upon available information as of June 2018; total savings allocated to residential customers based on
. T " . " their historical share of utility sales in dollars.
X-exempt muni .
SPESASMIRIENTICINS, EOEI26E: SHe T Missouri analysis does not include Liberty.

Source: PSC documents — ME; MI; MN; MO; NV; TX Company press releases; EIA; FTl analysis
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Virginia, West Virginia, Wisconsin

Summary

Average 10U residential

Composition of sales in state Estimated I0U state-wide savings, $million/year customer savings $/month*

Total Residential
=
=
1= $175.0 $836 $2.66
>
Total Residential
5
=
[o1)]
-
>
- $66.4 $28.4 $2.80
()]
()]
=
Total Residential
c
7}
c
9
§ $144.7 $58.6 $2.52

*Transmission and Distribution Utilities (TDUs) with generally smaller tax expense (and hence savings)
. Taxable |OUs covered in estimates than comparable vertically integrated companies in deregulated states; total savings estimates based
upon available information as of June 2018; total savings allocated to residential customers based on
. their historical share of utility sales in dollars.
. Tax-exempt munis, coops, etc.

Source: PSC documents — VA; WI; WV Company press releases; EIA; FTl analysis
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List of Sources

State URL
https://www.sec.gov/Archives/edgar/data/3153/000000315318000006/al8ktaxrefor

AElEIE mpscfiling.htm

https://www.businesswire.com/news/home/20180301006567/en/APS-Passes-Tax-
. Reform-Savings-Customers

Arizona . . .
https://tucson.com/business/tucson-electric-tax-credit-plan-would-save-customers-a-
month/article_abc51505-7d4d-5dde-aa99-b555888e3f51.html
http://www3.sce.com/sscc/law/dis/dbattach5e.nsf/0/3D40B0OF9B17F8594882582370
000175F/SFILE/SCE-60.pdf
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20180330

California pge proposes to reduce expected customer rate increases through federal tax s
avings
https://www.sdge.com/sites/default/files/regulatory/SCG-
49%20SDGE%2049%20Manzuk%20Case%20Management%20Exhibit.pdf
http://newsroom.fpl.com/2018-01-16-FPL-to-apply-federal-tax-savings-toward-1-3-
billion-cost-of-Hurricane-lrma-to-prevent-increase-in-customer-rates
https://news.duke-energy.com/releases/duke-energy-florida-customers-will-not-see-

. rate-increase-for-hurricane-irma-and-related-513-million-in-storm-costs

Florida ; .
https://www.tampabay.com/news/business/energy/Tampa-Electric-files-to-pass-on-
tax-savings-to-customers- 165004244
https://www.gulfpowernews.com/gulf-power-customers-see-103-million-decrease-
2018/

Georgia http://www.psc.state.ga.us/factsv2/Document.aspx?documentNumber=171428
https://news.duke-energy.com/releases/duke-energy-to-deliver-more-than-140-
million-in-annual-savings-to-indiana-customers-from-new-federal-tax-law
https://iurc.portal.in.gov/legal-case-details/?id=12053941-f694-e811-813d-
1458d04e2fb8

Indiana https://iurc.portal.in.gov/legal-case-details/?id=662a3e0b-5de6-e711-811b-
1458d04e2938
https://iurc.portal.in.gov/legal-case-details/?id=5ad40a97-3872-e711-810e-
1458d04e9f68

https://www.edockets.state.mn.us/EFiling/edockets/searchDocuments.do?method=s
howPoup&documentld=%7B8082F661-0000-CA38-98A8-

Minnesota 0566B79EDA41%7D&documentTitle=20183-140752-02
https://minnesotapuc.legistar.com/LegislationDetail.aspx?ID=3580119&GUID=322BB9
14-C580-46B6-A078-9E833BE24BB8&Options=Advanced&Search=
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https://www.sec.gov/Archives/edgar/data/3153/000000315318000006/al8ktaxreformpscfiling.htm
https://www.businesswire.com/news/home/20180301006567/en/APS-Passes-Tax-Reform-Savings-Customers
https://tucson.com/business/tucson-electric-tax-credit-plan-would-save-customers-amonth/article_abc51505-7d4d-5dde-aa99-b555888e3f51.html
http://www3.sce.com/sscc/law/dis/dbattach5e.nsf/0/3D40B0F9B17F8594882582370000175F/$FILE/SCE-60.pdf
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20180330_pge_proposes_to_reduce_expected_customer_rate_increases_through_federal_tax_savings
https://www.sdge.com/sites/default/files/regulatory/SCG-49%20SDGE%2049%20Manzuk%20Case%20Management%20Exhibit.pdf
http://newsroom.fpl.com/2018-01-16-FPL-to-apply-federal-tax-savings-toward-1-3-billion-cost-of-Hurricane-Irma-to-prevent-increase-in-customer-rates
https://news.duke-energy.com/releases/duke-energy-florida-customers-will-not-see-rate-increase-for-hurricane-irma-and-related-513-million-in-storm-costs
https://www.tampabay.com/news/business/energy/Tampa-Electric-files-to-pass-on-tax-savings-to-customers-_165004244
https://www.gulfpowernews.com/gulf-power-customers-see-103-million-decrease-2018/
http://www.psc.state.ga.us/factsv2/Document.aspx?documentNumber=171428
https://news.duke-energy.com/releases/duke-energy-to-deliver-more-than-140-million-in-annual-savings-to-indiana-customers-from-new-federal-tax-law
https://iurc.portal.in.gov/legal-case-details/?id=12053941-f694-e811-813d-1458d04e2fb8
https://iurc.portal.in.gov/legal-case-details/?id=662a3e0b-5de6-e711-811b-1458d04e2938
https://iurc.portal.in.gov/legal-case-details/?id=5ad40a97-3872-e711-810e-1458d04e9f68
https://www.edockets.state.mn.us/EFiling/edockets/searchDocuments.do?method=showPoup&documentId=%7B8082F661-0000-CA38-98A8-0566B79EDA41%7D&documentTitle=20183-140752-02
https://minnesotapuc.legistar.com/LegislationDetail.aspx?ID=3580119&GUID=322BB914-C580-46B6-A078-9E833BE24BB8&Options=Advanced&Search=

List of Sources

https://efis.psc.mo.gov/mpsc/commoncomponents/view itemno details.asp?caseno
Missouri =GR-2018-0227&attach id=2018014912
https://www.efis.psc.mo.gov/mpsc/DocketSheet.html [Case Number: ER-2018-0145]

https://www.nvenergy.com/about-nvenergy/news/news-releases/pucn-approves-nv-
energys-request-to-lower-rates-by-84-million-on-april-1

Nevada

http://interchange.puc.texas.gov/Documents/47945 13 967232.PDF
http://interchange.puc.texas.gov/Documents/47945 24 967253.PDF
http://interchange.puc.texas.gov/Documents/47945 17 967228.PDF
http://interchange.puc.texas.gov/Documents/47945 26 967258.PDF
http://interchange.puc.texas.gov/Documents/47945 21 967257.PDF
http://interchange.puc.texas.gov/Documents/47945 9 967214.PDF

Texas

https://fairfaxnews.com/2018/04/state-orders-dominion-to-reduce-rates-to-reflect-
corporate-tax-cut/

Virginia

http://www.psc.state.wv.us/scripts/WebDocket/ViewDocument.cfm?CaseActivityl|D=
498845&NotType=%27WebDocket%27

West Virginia http://www.psc.state.wv.us/scripts/WebDocket/ViewDocument.cfm?CaseActivity|D=
498845&NotType=%27WebDocket%27

https://www.jsonline.com/story/money/business/energy/2018/04/26/utility-bills-
drop-because-lower-corporate-tax-rate/555631002/
https://lacrossetribune.com/news/local/tax-change-to-save-xcel-million-a-year-in-
wisconsin/article 80974518-e65c-5bel-be61-de566929f306.html

Wisconsin https://www.jsonline.com/story/money/business/energy/2018/04/26/ utility-bills-
drop-because-lower-corporate-tax-rate/555631002/
https://lacrossetribune.com/news/local/tax-change-to-save-xcel-million-a-year-in-
wisconsin/article 80974518-e65c-5bel-be61-de566929f306.html
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https://efis.psc.mo.gov/mpsc/commoncomponents/view_itemno_details.asp?caseno=GR-2018-0227&attach_id=2018014912
https://www.efis.psc.mo.gov/mpsc/DocketSheet.html
https://www.nvenergy.com/about-nvenergy/news/news-releases/pucn-approves-nv-energys-request-to-lower-rates-by-84-million-on-april-1
http://www.psc.state.wv.us/scripts/WebDocket/ViewDocument.cfm?CaseActivityID=498845&NotType=%27WebDocket%27
http://www.psc.state.wv.us/scripts/WebDocket/ViewDocument.cfm?CaseActivityID=498845&NotType=%27WebDocket%27
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