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VIA EMAIL AND HAND-DELIVERY

Advice Letter 29-E
(U 933-E)

Public Utilities Commission of the State of California
Attn: Edward Randolph, Director, Energy Division
Energy Division, 4™ Floor

505 Van Ness Avenue

San Francisco, CA 94102-3298

Subject: Change of Income Tax Component of Contributions and Advances Provision

California Pacific Electric Company, LLC (U 933-E) (“CalPeco”)" hereby submits for approval
the following changes to its Preliminary Statement related to the Income Tax Component of
Contribution (“ITCC”). The enclosed Attachment B includes the affected tariff sheets.

Purpose

The purpose of this filing is to revise CalPeco’s Preliminary Statement — Income Tax Component
of Contributions and Advances Provision. This revision is necessary to comply with the changes
in the Federal tax law that temporarily decreases the tax factor by extending the Federal
Depreciation Provisions of the Internal Revenue Code which impacts the factors used to compute
the “Income Tax Component of Contribution (ITCC)” associated with Contributions in Aid of
Construction.

Background

On January 3, 2013, President Obama signed into law The American Taxpayer Relief Act (H.R.
8; "the Act"). Section 331 of the Act allows taxpayers to currently deduct (expense) 50 percent
of their basis in qualified property placed in service during the period from January 1, 2013
through December 31, 2013. A copy of Section 331 is attached as Attachment A.

By this filing, CalPeco hereby revises its Preliminary Statement to reflect a temporary decrease
to the tax factor for distribution (less than 69 kV) from 28% to 16.9% which is used to compute

! CalPeco also does business in California as “Liberty Utilities - California Pacific Electric Company.”
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the ITCC associated with Contributions. This filing will not decrease any other rate or charge,
cause the withdrawal of service, or conflict with any other rate schedule or rule. The additional
depreciation allowance under this Act temporarily decreases CalPeco’s current ITCC factor. The
revised ITCC factor has been calculated as set forth in Attachment C by using Method 5 as
described in Decision No. 87-09-026.

Request

In compliance with Ordering Paragraph 1, CalPeco requests that the tariff schedules included in
Attachment B be approved implementing CalPeco’s revised income tax component of
Contributions and Advances.

Protests

Anyone wishing to protest this filing may do so by letter sent via U.S. mail, by facsimile or by
email, any of which must be received no later than July 18, 2013, which is 20 days after the date
of this filing. The protest shall set forth the grounds upon which it is based and shall be
submitted expeditiously. There is no restriction on who may file a protest. Protests should be
mailed to:
CPUC Energy Division
Attention: Tariff Unit, 4a Floor
505 Van Ness Avenue
San Francisco, CA 94102
Facsimile: (415) 703-2200
Email: edtariffunit@cpuc.ca.gov

The protest also should be sent via email and U.S. Mail (and by facsimile, if possible) to CalPeco
at the addresses show below on the same date it is mailed or delivered to the Commission.

California Pacific Electric Company, LLC
Attn.: Advice Letter Protests

933 Eloise Avenue

South Lake Tahoe, CA 96150

Fax: 905-465-4514

Email: mike.long@libertyutilities.com

With a copy to:

Steven F. Greenwald

Vidhya Prabhakaran

Davis Wright Tremaine LLP

505 Montgomery Street, Suite 800
San Francisco, CA 94111

Fax: 415-276-6599

Email: vidhyaprabhakaran@dwt.com
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Effective Date

CalPeco requests that this advice filing become effective today. This advice letter is submitted
with a Tier 1 designation.

Notice

In accordance with General Order 96-B, Section 4.3, a copy of this advice letter is being sent
electronically and via U.S. mail to parties shown on the attached list.

If additional information is required, please contact Michael Long, Director of Finance and

Manager of Regulatory Affairs (Mike.Long@]libertyutilities.com).

Sincerely,

Michael D. Long

Director of Finance and Manager of Regulatory Affairs
California Pacific Electric Company, LLC
Attachments

cc: CalPeco Advice Letter Service List
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H.R.B

Onr Rundred Thoelfth Congress
of the
Anited States of America

AT THE SECOND SESSION

Begun and held at the City of Wushington on Tuesdny,
the third duy of Junuary, two thousard and twalve

Sn At

Entitled the “American Taxpayer Relicf Act of 2012”.

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled,

SECTION 1. SHORT TITLE, ETC,

(a) SHORT TrTLE—This Act may be cited as the “American
Taxpayer Relief Act of 2012",

(b) AMENDMENT oF 1986 CODE.—Ezcept as otherwise expressly
provided, whenever in this Act an amendment or repeal is expressed
in terms of an amendment to, or repeal of, a section or other
provision, the reference shall be considered to be made to a section
or other provision of the Internal Revenue Code of 1986.

(c) TasLE OF CONTENTS.—The table of contents for this Act
is as follows:

Sec. 1. Short title; ctc.

TITLE I—GENERAL EXTENSIONS

Sec. 10). Permznent extension and modificalion of 2001 1ax ralicf,
See. 102, Permenent extensior and modification of 2003 iax rolicl,
Scc. 108. Extension of 2008 tax relief.

Sec. 104. Permancnt altornative minimum tax ralief,

TITLE II—INDIVIDUAL TAX EXTENDERS

Sec, 201. Extension of deduction for certain
achool teachers,

Bec. 202. Extonsion of exclusion from gross income of discharge of qualified prin-
cipal residence indehtodness.

Sce. 203, Extension of parity for oxclusion from income for cmployer-provided mass
transit and parking benefics. 5

Ser. 204. Extension of mertgage insurance premiums trested 8s qnalified residence

in

See. 205. Extension of deduction of State and local general sales taxes.

Sae. 206, Extension of specinl rule for contributions of capital gain real pruperty
mado for conservation Purposca.

Sce. 207, Extension of above-the-lino deduction for qualified tuition and related ex-

nass.

Sce. 208. ngemiun of tax-free distributions from individual retirement plans for
charitable purposes,

Sec. 209. Tmprove and make permanent the provision authorizing the Internal Rev-
enuc Bervica to disclose certain return and return information o certain
prison officials,

TITLE III—BUSINESS TAX EXTENDERS

Scc. 801. Extension and medification of research credit.

Bee. 802. Extension of temporary minimum low-ineome tax credit rate for non-fed-
erally submdazeg new buildings. X N

See 303, Extendion of housing allowance cxelusion for detormining arna median

intome for qualified residential rental project exempt facility

onds
Bee. 204. Extension of Indian employment tax credit.

3

D of el 7y and Y




See. 311. Extension of

. 401. Extension of credit for en

H.R.8—2

-05. Extension of now markets tax eredit.
306. Extension of reiiroad track maintenance eredit.
307, Extension of mine rescue team t.raiuinjg credit,
08, Extension of employer wage tredit for employees who are active duty
members of the uniformed services,

. 809. Extension of work oﬂmrtuniw tax crodit,

310. Extension nfﬁuahﬁ zone academy bonds.
b-year straight-line cost Tocovery for gualificd leaachold nnd
Ji an

provements, qualified restaurant b aod impro
quslified retail improvements.
312. Extomsion of 7-year recovery peried for motorsports entertainment com-
loxes.
814, I§Lemmn of lerated deprecistion for b property on an Indian
reservation. P
314, Extar;swn of enhanced charitable deduction for contributions of food in-
vontory.

315, Extension of increased mc}’:ensing Lmitstions and trestment of certain
real property as section 178 property.

316. Extension of elcction to expepse mine safety oquipment. L.

317, k of spacial cxpensmg rules for cortain film and television pro-

ductions.
. 318. Extension of deduction allowable with :eﬁlpcct to income attributeble to
CO,

domestic praduction aclivities in Puerto
819, E:]:_tznsmn of modification of zax treatment of certain to control-
ing exempt organizations,
820, Exl?cgqsinn upft- of certain dividends of regulated investment com-
anies,
91, Exuonsion of RIC qualified invostment entlfy treatment under FIRPTA
822, Extonsion of snl]lykpart F oxcoption for active financing income.
323. Extension of look-thru treatment of payments between related controlied
Toreign cm}.\oraﬁm.e under forcign perronal holding company rnles,
24, “h n ut Ak T ¥ Jusi urpmo percent of gain vo certain small
usine: s stack.

325, Extension of basis adjustment to stock of S corporations making chari-
table contributions of property.

. 826. Exteasion of rednction in S-corporslion recognition period for built-in

gains tax.

327. Extension of cmpowerment zone tax incentives.

326. Extonsion of tax-exempt financing for New York Liberty Zone,

328. Extonsion of temparary increase m limit on cover over of rum excse texes
to Puerto Rico =nd the Virgin Island-

330, Moﬁzﬂwm and extension of Amencan Samoa cconomic development
or

31, Extonsion and modification of bonus depreciation.

TITLE IV—ENERGY TAX EXTENDERS
{ficient cxisling bomas
402, Extenaion of crodit for alter smtive fael vehicle relioling g property.
cles

. 408. Extansion of grodit for 2- or 3.wheeled plug-in electric £

. 404. Extension and modification of cellulosic biofuel producer credit.

. 405. Extension of incentives for biodiesal and renewable dicsel, ;

. 406. Extension of production evedit for Indien roal facilities placed in servieo

before 2008,

. 407. Extension and modification of credits with respect to facilities producing

onergy from eertain reneweble resources.
408, Extension of crodit for encrpy-nfficiont now homes.
409. Extension of credit for energy-cfficient l]pp!.ienm. 1
410. Extension and modification of special allowance for cellulosic biofuel plant

properts.
411. Extension of special rule for sales or dispositions to implement FERC or
Btato clectric rostructuring palicy for qualgii:sd electric utilities.

- 412. Extension of alternative fuslk excise tax credits.

TITLE V—UNEMPLOYMENT

501. Extension of emergene  unemployment compensation program.

502. Temporary cateasion of uxtenge?i;nencm prgvisinn.s. .

503. Extension’ of fimding for reemployment services and recmployment and
cligibility assossraent activities. .

504, Additional extended nnemployment benefits under the Reilroad Unem-
ployment Insuranee Act.

TITLE VI-MEDICARE AND OTHER HEALTH EXTENSIONS
Subtitle A—Medicare E
801. Medicare physician payment apdate,
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Sec.
Sec.

Sec.
Sec.

602.

801,

002, A

. 91l

L Psymrmt
604. Aml ymen
. Exlunsl:on ng}-l.ndxcare inpatient hospital payment adjustment for Jow-vol-
3 Exmmmf the Madlmre—degendmt hospital {(MDH) pro,
607. Ext

H.R.8—3

Work geu:];rapluc adjustment.
or nul.pahcn: therapy services.
dd-on pay ts.

m.
ension for specialized Medicare Advantage plans lpnr specizl needs in-
_dividuals.

nandwnm ble cost cantract

09, Performance j improvement
. Extension of funding outreach and assistance for low-income programs.

Hubtitle B—Other Heslth Extensions
] xtcnmun of‘ Lhe qunhfymidmd.xndunl QD pmg‘mm
M&d;r-aui and CHIP Express Lane o‘punn.
of family-to-family hoalth information

stension of Special Diabates Program for ’]‘rpe I ﬂmb:.-:.es and for Indi-
ans,

Subtitle C—Other Health Provisions

- Erfx? dogumentation and coding adjustment for implementation of MS.
o Ruvuwna to the Medicare ESRD bundled payment system to reflect find-

mgs in the GAO

. Treatruent ol multiple service payment policies for therapy services.
. Payment for certain radiol ngy Bervices F ished

o i b under the Medicare hos-
outpatient department prospective psyment system.
Aaustmcnt of eqlu]ﬂ'nent u mhjzlm rate for advanced ima,

i g Services,
. Medicars fmymen: of nompnhtwu ]:nr:as for disbetic supphes ami elmu
nation of over for di

Medicare payment edjustment for non-emergency ambulance transports
for ESRD bl::n.eﬁ'uums et Po

. Removing obataclos io eo!lecunm of ave amant.s
9. Medicara advantage codin t?
. Elimination nfa'll unrin;ﬁ or t}m ud:lcare 1mpmvemunt Fund.

Rebasing of State DSH
Repeal of CLASS proj
Commission on Long-

otments,

rm Care,
644, Consumer Operat and Oriented Plan program contingency fand.

TITLE VII—EXTENBION OF AGRICULTURAL PROGRAMS

. 1-yoar cxtension of agricuitural progran
. Supplementsal agricultural diraster assistancr.

TITLE VII—MISCELLANEOUS PROVISIONS

. Strategic delivery systems.
. No cost of liviuy adjustrent in pay of members of £ONgress.

TITLE IX—BUDGET PROVISIONS
Subtitle A—Modifications of Sequestration

Treatment of saguester,
mounts in applicable retirement plans may be transferred to designated
Roth accounts without distribution.

Subtitle B—Budgotary Effests
Budgetary cffects.

TITLE I—-GENERAL EXTENSIONS

SEC. 101, PERMANENT EXTENSION AND MODIFICATION OF 2001 TAX

RELIEF,

(a) PERMANENT EXTENSION.—

(1) IN GENERAL—The Economic Growth and Tax Relief

Reconcilietion Act of 2001 is amended by striking title IX.

(2) CONFORMING AMENDMENT.—The Tax Relief, Unemploy-

ment Insurance Reauﬂmnzauon, and Job Creation Act of 2010
is amended by striking section 304.
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SEC, 828, EXTENSICN OF TEMPORARY INCREASE IN LIMIT ON COVER
OVER OF RUM EXCISE TAXES TO PUERTO RICO AND THE
VIRGIN ISLANDS,

(a) IN GENERAL—Paragraph (1) of section 7652(f) is amended

by striking “January 1, 2012” and inserting “January 1, 2014",

) EFFECTIVE DATE—The amendment made by this seclion

shall apply to distilled spirits brought into the United States after
December 31, 2011,

SEC. 830. MODIFICATION AND EXTENSION OF AMERICAN SAMOA ECO-
NOMIC DEVELOPMENT CREDIT.

{n) MODIFICATION.—

(1) IN GENERAL—Subsection (a) of settion 119 of division
A of the Tax Reliel and Health Care Act of 2006 is amended
by striking “if such corporation” and all that follows and
inserting “if—

“(1) in the case of a taxable year beginning before January
1, 2012, such corporation—

“(A) is an existing credit claimant with respect to Amer-
ican Samoa, and
“(B) elected the application of section 836 of the

Intermal Revenue Code of 1986 for its last taxable year

beginning before January 1, 2008, and

“(2) in the case of a taxable year beginning after December
(31}, 2011, such corporation mests the reguirements of subsection

e).”,

{(2) REQUIREMENTS —Section 119 of division A of such Act
is amended by adding at the end the following new subsection:
“(le) QUALIFIED PRODUCTION ACTIVITIES INCOME REQUIRE-

MENT.—A corporation meets the requirement of this subsection
if such corporation has gualified production activities income, as
defined in subsection (¢) of section 199 of the Internal Revenue
Code of 1986, determined by substituting ‘American Samoa’ for
‘the Uniled Btates’ each place it appears in paragraphs (3), (4),
and (B) of such subsection (c). for the taxable year.”.

(b) EXTENSION.~—Subsection (d) of section 118 of division A
of the Tex Relief and Health Care Act of 2006 is amended by
strikmg “shall apply” and all that follows and inserting “shall
apply—

(1) in the case of a corporation that meets the require-
ments of subparagraphs (A) and (B) of subsection (g)(1), to
the first 8 taxable years of such corporation which begin after
December 31, 2008, and before January 1, 2014, and

“2) in the case of a corporation that does not meet the
requirements of subparagraphs (A) and (B) of subsection (a)(1),
to the first 2 taxable years of such corporation which begin
after December 31, 2011, and befors January 1, 2014.”,

(¢} EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 2011.

SEC, 831, EXTENSION AND MODIFICATION OF BONUS DEPRECIATION.

(a) IN GENERAL —Paragraph (2) of section 168(k) is amended—
(1) by striking “January 1, 2014” in subparagraph (A)(iv)
and inserting “January 1, 2015", and
(2) by striking “January 1, 2013” each place it appears
and inserling “January 1, 2014”,
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(b) SPECIAL RULE FOR FEDERAL LONG-TERM CONTRACTS.—
Clause (i) of section 460(c)(6)(B) is amended by inserting “, or
after December 81, 2012, and before January 1, 2014 (January
1, 2016, in the ease of property deseribed in section 168(kX2)(B)"
before the period.

(c) EXTENSION OF ELECTION To ACCELERATE THE AMT CREDIT
1N LIED OF BONUS DEPRECIATION.—

(1) IN GENERAL—Subclause (I} of section 168(k)(4)(D)iii)
is amended by striking “2013 and inserting “2014”.

(2) ROUND 8 EXTENSION PROPERTY.—Paragraph (4) of sec-
tion 168(k) is amended by adding at the end the following
new subparagraph:

“(J) SPECIAL RULES FOR ROUND 3 EXTENSION PROP-

ERTY.—

“(i) In GENERAL—In the ecase of round 8 extension
property, this paragraph shall be applied without
regard to—

“(I) the limitation described in subparagraph

(BXi) thereof, and

“(II) the business credit increase amount
under subparagraph (EXiii) thereof.

“(ii) TAXPAYERS PREVIOUSLY ELECTING ACCELERA-
TION.—In the case of a taxpayer who made the election
under suhlilara.gmph (A) for its first taxable year ending
after March 31, 2008, a taxpayer who made the election
under subparagraph (HXi) for its first taxable year
ending after December 31, 2008, or a ayer who
made the election under subparagraph (1){iii) for its
first taxable year ending after December 31, 2010—

“(I) the taxpayer may elect not to have this
garagmph apply to round 3 extension property,
ut

“(II) if the tazpeyer does not make the election
under subclause (), in applying this paragraph
to the taxpayer the bonus depreciation amount,
maximum amount, and maximum increase amount
shall be computed and applied to eligible qualified
property which 15 round 3 exlension property.

The amounts deseribed in subelause (II) shall be com-
puted separately from any amounts computed with
respect to eligible qualified property which is not round
3 extension property.

“(iil) TAXPAYERS NOT PREVIOUSLY ELECTING ACCEL-
ERATION.—In the case of a taxpayer who neither made
the election under subparagraph (A) for its first Laxable
year ending after March 31, 2008, nor mada the elec-
tion under subparagraph (H)@i) for its first taxable
year ending after December 31, 2008, nor made the
election under subparagraph (IXiii) for any taxable
year ending afier December 81, 2010—

“(I) the taxpayer may elect to have this para-
graph apply to its first taxable year ending after
December 31, 2012, and each subseguent texable
year, and

“(11) if the taxpayer makes the election under
subclause (I), this paragraph shall only apply to
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eligible qualified property which is round 3 exten-

sion property.

*“(iv) ROUND 3 EXTENBION PROPERTY.—Far purposes
of this subparagraph, the term ‘round 3 extension prop-
erty’ means property which is eligible gualified prop-
erty solely by reason of the extension of the application
of the special allowance under paragraph (1) pursuant
to the amendments made by section 331{a) of the Amer-
ican Taxpayer Relief Act of 2012 (and the application
of such extension to this paragraph pursuant to the
amendment made by section 381(c)1) of such Act).”.

(d) NURMALIZATION RULES AMENDMENT.—Clause (ii) of section
1B8(i)(9)A) is amended by inserting “(respecting all elections made
by the taxpayer under this section)” after “such property”.

(e) CONFORMING AMENDMENTS.—

(1) The heading for subsection (k) of section 168 is amended

by striking “JANUARY 1, 2018” and inserting “"JANUARY 1, 2014".

(2) The heeding for clause (i) of section 168(k)2XB) is
amended by striking “PRE-JANUARY 1, 2013” and inserting “PRE-

JANUARY 1, 20147,

{(8) Subparagraph (C) of section 168(n)2) is amended by

striking “January 1, 2013” and insertin, “Jenuary 1, 2014,

(4) Bubparagraph (D) of section 1400L(b)}(2) is amended
by striking “January 1, 2013” and inserting “Januvary 1, 2014".
(5) Subparagraph (B) of section 1400N(d)(8) is amended

by striking “January 1, 2013” and inserting “January 1, 2014".

() BFFECTIVE DATE.—The amendments made by this section
shall agfly to property placed in service after Decemnber 31, 2012,
in taxable years ending after such date.

TITLE IV—ENERGY TAX EXTENDERS

SEC. 401. EXTENSION OF CREDIT FOR ENMERGY-EFFICIENT EXISTING
HOMES.

(a) IN GENEILAL.-vParagTaPh (2) of section 25C(g) is amended
by striking “December 81, 2011”7 and inserting “December 31, 2013%.
(b} EFFECTIVE DATE—The amendment made by this section
shall apply to property placed in service after December 31, 2011.

SEC. 402. EXTENSION OF CREDIT FOR ALTERNATIVE FUEL VEHICLE
REFUELING PROPERTY.

{a) IN Gmm.—?nagmg’h (2) of section 30C(g) is5 amended

by striking “"December 31, 2011”7 and inserting “December 31, 2018”.

(b) EFFECTIVE DATE—The amendment made by this section

shall epply to property placed in service after December 81, 2011,

SEC. 408. EXTENSION OF CREDIT FOR ¢- ORt 3-WHEELED PLUG-IN ELEC-
TRIC VEHICLES.

(a) I GENERAL—Section 30D is amended by adding at the
end the following new subsection:
“(g) CREDIT ALLO™ED FOR 2- AND 3-WHEELED PLUG-IN ELECTRIC
VEHICLES — .
“{1) IN GENERAL—In the case of a qualified 2- or 8-wheeled
plug-in electric vehicle—
“(A) there shall be allowed a8 e credit against the
tax imposed by this chapter for the taxable year an amount
equal to the sum of the applicable amount with respect
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(ll}is placed in service in connection with the taxpayer's active conduct of a trade
or business within an Indian reservation.
Such term includes, but is not limited to, roads, power lines, water systems, railroad
spurs, and communications facilities.

(5) Real estate rentals

For purposes aof this subsection, the rental to cthers of real property located within an
Indian reservation shall be treated as the active conduct of a trade or business within an

Indian reservation.

(6) Indtan reservation defined
For purposes of this subsection, the term *Indian reservation" means a reservation, as
defined in—
{A)section 3(d) of the Indian Financing Act of 1974 (25 U.S.C. 1452(d)), or
(B)section 4(10) of the Indian Child Welfare Act of 1978 (25 U.S.C. 1903(10)).

For purposes of the preceding sentence, such section 3(d} shall be applied by treating
the term “former Indian reservations in Oklahoma" as including only lands which are
within the jurisdictional area of an Oklahoma Indian tribe (as determined by the Secretary
of the Interior) and are recognized by such Secretary as eligible for trust land status
under 25 CFR Part 151 (as in effect on the date of the enactment of this sentence).

(7) Coordination with nonrevenue laws

Any reference In this subsection to a provision not contained in this title shall be
treated for purposes of this subsection as a reference to such provision as in effect on
the date of the enactment of this paragraph.

(8) Termination
This subsection shall not apply to property placed in service after December 31, 2011.

(k) Speclal allowance for certain property acquired after December 31, 2007, and before
January 1, 2013
(1) Additional allowance

In the case of any qualified property—

(A)the depreciation deduction provided by section 167{a) for the taxable year in which
such property is piaced in service shall include an allowance equal to 50 percent of
the adjusted basis of the qualified property, and

(B)the adjusted basis of the qualified property shall be reduced by the amount of such
deduction before computing the amount otherwise allowable as a depreciation
deduction under this chapter for such taxable year and any subsequent raxable year.

(2) Qualified property
For purposes of this subsection—

(A) In general
The term “gualified property” means property—
0]
(to which this section applies which has a recovery period of 20 years or less,

(IDwhich is computer software {as defined in sectlon 167()(1)(B)) for which a
deduction is allowable under section 167{a) without regard to this subsection,

(IDwhich is water utility property, or

(IV)which is gualified leasehold improvement property,
(il)the original use of which commences with the taxpayer after December 31, 2007,

(il)which is—

http://www.law.cornell.edw/uscode/text/26/168 1/3/2013
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(Dacquired by the taxpayer after December 31, 2007, and before January 1, 2013,
but only if no written binding contract for the acquisition was in effect before

January 1, 2008, or

(IDacquired by the taxpayer pursuant to a written binding contract which was
entered into after December 31, 2007, and before January 1, 2013, and

(iv)which is placed in service by the taxpayer before January 1, 2013, or, in the case
of property described in subparagraph (B) or {C), before January 1, 2014.

(B) Certaln property having longer production periods treated as qualified property

(}In generalThe term “gualified property” includes any property if such property—
(Dmeets the requirements of clauses (i), {if), (iii}, and (iv) of subparagraph (A),

(IDhas a recovery period of at least 10 years or is transportation property,
(I1is subject to section 2634, and

(IV)meets the requirements of clause (i)} of section 26 3A((1)(B) (determined as if
such clauses also apply to property which has a long useful life (within the meaning

of section 263A(0).

(INOnly pre-January 1, 2013, basis eligible for additional allowanceln the case of
property which is qualified property solely by reason of clause (i), paragraph (1) shall
apply only to the extent of the adjusted basis thereof attributable to manufacture,
construction, or production before January 1, 2013.

(i) Transportation propertyFor purposes of this subparagraph, the term
“transportation property” means tangible personal property used in the trade or
business of transpaorting persons or property.

(iv)Application of subparagraph This subparagraph shall not apply to any property
which is described in subparagraph (C).

(C) Certain aircraft
The term “qualified property” includes property—

(Dwhich meets the requirements of clauses (ii), (iii), and (Iv) of subparagraph (4),

(iwhich is an aircraft which is not a transportation property (as defined in
subparagraph (B)(iii)) other than for agricultural or firefighting purposes,

(iii)which is purchased and on which such purchaser, at the time of the contract for
purchase, has made a nonrefundable deposit of the lesser of—

(D10 percent of the cost, or

{ID$100,000, and

{(iv)which has—
(an estimated production perlod exceeding 4 months, and

([)a cost exceeding $200,000.

(D) Exceptlons
(i)Alternative depreciation propertyThe term “qualified property" shall not include
any property to which the alternative depreciation system under subsection (g)
applies, determined—
(without regard to paragraph (7) of subsection (g} (relating to election to have
system apply), and
(IDafter application of section 280F(b) (relating to listed property with limited
business use).

(ii)Qualified New York Liberty Zone leasehold improvement propeny The term
"qualified property” shall not include any qualified New York Liberty Zone leasehold
improvement property (as defined in section 1400L{c}(2)).
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(li)Election outlf a taxpayer makes an election under this clause with respect to any
class of property for any taxable year, this subsection shall not apply to all property
in such class placed in service during such taxable year.

(E) Special rules
(i)Self-constructed propertyln the case of a taxpayer manufacturing, constructing, or
producing property for the taxpayer’s own use, the requirements of clause (jii) of
subparagraph (A) shall be treated as met if the taxpayer begins manufacturing,
constructing, or producing the property after December 31, 2007, and before
January 1, 2013.

(iDSale-leasebacksFor purposes of clause (ili) and subparagraph (A){ii), If property
is—
(Doriginally placed in service after December 31, 2007, by a person, and
(I)sold and leased back by such person within 3 maonths after the darte such
property was ariginally placed in service,

such property shall be treated as originally placed in service not earller than the
date on which such property is used under the leaseback referred to in subclause (II).

(ll)SyndicationFor purposes of subparagraph (A)(ii), if—
()property is originally placed in service after December 31, 2007, by the lessor of
such property,
(Iysuch property is sold by such lessor or any subsequent purchaser within 3
months after the date such property was originally piaced in service (or, in the case
of multiple units of property subject to the same lease, within 3 months after the
date the final unit is placed in service, so long as the period between the time the
first unit is placed in service and the time the last unit is placed in service does not

exceed 12 months), and
{lll)the user of such property after the last sale during such 3-month period
remains the same as when such property was originally placed in service,
such property shall be treated as origlinally placed in service not earlier than the
date of such last sale,
(iv)Limitations related to users and related partiesThe term “qualified property” shall

not include any property If—
(the user of such property {as of the date on which such property is originally
placed in service) or a person which is related (within the meaning of section 267

{b) or 707{b)) to such user or to the taxpayer had a written binding contract in
effect for the acquisition of such property at any time on or before December 31,

2007, or

(Iin the case of property manufactured, constructed, or produced for such user’s
or person’s own use, the manufacture, construction, or production of such
property began at any time on or before December 31, 2007.

{F) Coordination with section 280F

For purposes of section 2B0F—
(DAutomobilesin the case of a passenger automobile (as defined in section 280F(d)
(5)) which is qualified property, the Secretary shall increase the limitaticn under
section 280F(a)(1)(A)(i) by $8,000.

(iNListed propertyThe deduction allowable under paragraph (1) shall be taken into
account in computing any recapture amount under section 2BOF(b)(2).

(G) Deduction allowed In computing minimum tax

For purposes of determining alternative minimum taxable income under section 55,
the deduction under subsection (a) for qualified property shall be determined under
this section without regard to any adjustment under section 56.

(3) Qualified leasehold improvement property

For purposes of this subsection—
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(A) In general
The term “qualified leasehold improvement property” means any improvement to an
interior portion of a building which is nonresidential real property if—
(Jsuch improvement Is made under or pursuant to a lease (as defined in subsection
h)7)—
(Dby the lessee (or any sublessee) of such portion, or
(INby the lessor of such portian,

(iDsuch portion is to be occupied exclusively by the lessee {or any sublessee) of such
portion, and

(iii)such improvement is placed in service more than 3 years after the date the
building was first placed in service.

(B) Certain improvements not included
Such term shall not include any improvement for which the expenditure is attributable
to—

(i)the enlargement of the building,

(li)any elevator or escalator,

(ili)any structural component benefiting 2 common area, and

(iv)the Internal structural framework of the building.

(C) Definftions and special rules
For purposes of this paragraph—

(DCommitment to lease treated as leaseA commitment to enter into a lease shall be
treated as a lease, and the parties to such commitment shall be treated as lessor and

lessee, respectiveiy.

(INRelated personsA lease between related persans shall not be considered a lease.
For purposes of the preceding sentence, the term “related persons” means—

{)members of an affiliated group (as defined in section 1504), and
{Ipersons having a relationship described in subsection (b) ofsection 267; except

that, for purposes of this clause, the phrase "80 percent or more” shall be
substituted for the phrase “more than 50 percent” each place it appears in such

subsection.

(4) Election to accelerate the AMT and research credits in fieu of bonus depreciation

(A} In general
If a corporation elects to have this paragraph apply for the first taxable year of the
taxpayer ending after March 31, 2008, in the case of such taxable year and each

subsequent taxable year—
(Dparagraph (1) shall not apply to any eligible qualified property placed in service by
the taxpayer,
(idthe applicable depreciation method used under this section with respect to such
property shall be the straight line method, and

(Ieach of the limitations described in subparagraph (B) for any such taxable year
shall be increased by the bonus depreciation amount which is—

()determined for such taxable year under subparagraph (C), and

(INallocated to such limitation under subparagraph (E).

(B) Limltations to be increased

The limitations described in this subparagraph are—
(i)the limitation imposed by section 38(c), and

{iDthe limitation imposed by section 53(c).
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(C) Bonus depreciation amount
For purposes of this paragraph—
{i)In generalThe bonus depreciation amount for any taxable year is an amount equal
to 20 percent of the excess (if any) of—
{I)the aggregate amount of depreciation which would be allowed under this section
for eligible qualified property placed in service by the taxpayer during such taxable
year if paragraph (1) applied to all such property, over
(Ilthe aggregate amount of depreciation which would be allowed under this section
for eligible qualified property placed in service by the taxpayer during such taxable
year if paragraph (1) did not apply to any such property.
The aggregate amounts determined under subclauses (1) and (II) shall be determined
without regard to any election made under subsection (b)(2)(C), (b)(3)(D), or {g)(7)
and without regard to subparagraph (A)(ii).

(ii)Maximum amountThe bonus depreciation amouwnt for any taxable year shall not
exceed the maximum increase amount under clause (iii), reduced (but not below
zero) by the sum of the bonus depreciation amounts for all preceding taxable years.

(ilDMaximum Increase amountFor purposes of clause (i), the term “maximum
increase amount” means, with respect to any corporation, the lesser of—
(1)$30,000,000, or

()6 percent of the sum of the business credit increase amount, and the AMT credit
increase amount, determined with respect to such corporation under subparagraph

(£).
(iv)Aggregation ruleAll corporations which are treated as a single employer under
section 52(a) shall be treated-

(Das 1 taxpayer for purposes of this paragraph, and

(I)as having elected the application of this paragraph if any such corporation so
elects.

(D) Eligible qualified property
For purposes of this paragraph, the term “eligible qualified property” means qualified
property under paragraph (2), except that in applying paragraph (2) for purposes of
this paragraph—
(i*March 31, 2008 shall be substituted for “December 31, 2007" each place it
appears in subparagraph (A) and clauses (i) and (ii) of subparagraph (E) thereof,
(i))"April 1, 2008" shall be substituted for “January 1, 2008" in subparagraph (A)(ii)(1)
thereof, and
(iidonly adjusted basis attributable to manufacture, construction, or production—
(Dafter March 31, 2008, and before january 1, 2010, and

(Iafter December 31, 2010, and before January 1, 2013,
shall be taken into account under subparagraph (B){ii) thereof.

(E) Allocation of bonus depreciation amounts
(I)in generalSubject to clauses (i) and (lif), the taxpayer shall, at such time and in
such manner as the Secretary may prescribe, specify the portion (if any) of the bonus
depreciation amount for the taxable year which is to be allocated to each of the
limitations described in subparagraph (B) for such taxable year.

(Ii)Limitation on allocationsThe portion of the bonus depreciation amount which may
be allocated under clause (i) to the limitations described in subparagraph (B) for any
taxable year shall not exceed—
{)in the case of the limltation described in subparagraph (B)(i), the excess of the
business credit increase amount over the bonus depreciation amount allocated to
'such limitation for all preceding taxable years, and
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(Iin the case of the limitation described in subparagraph (B)(ii}, the excess of the
AMT credit increase amount over the banus depreciation amount allocated to such
limitation for all preceding taxabie years.

(iiDBusiness credit increase amountFor purposes of this paragraph, the term
"business credit increase amount” means the amount equal to the portion of the
credit allowable under section 38 (determined without regard to subsection (c)
thereof) for the first taxable year ending after March 31, 2008, which is allocable to
business credit carryforwards to such taxable year which are—

(Dfrom taxable years beginning before January 1, 2006, and

(IDproperly allocable (determined under the rules of section 38(d)) to the research
credit determined under section 41(a).

(iv)AMT credit increase amountFor purposes of this paragraph, the term "AMT credit
increase amount” means the amcunt equal to the portion of the minimum tax credit
under section 53(b) for the first taxable year ending after March 31, 2008,
determined by taking into account only the adjusted minimum tax for taxable years
beginning before January 1, 2006. For purposes of the preceding sentence, credits
shall be treated as allowed on a first-in, first-out basis.

(F) Credit refundable

For purposes of section 6401(h), the aggregate increase in the credits allowable under
part [V of subchapter A for any taxable year resulting from the application of this
paragraph shall be treated as allowed under subpart C of such part {(and not any other

subpart).

(G) Other rules
(iDElectionAny election under this paragraph {Including any allocation under
subparagraph (E)) may be revoked only with the consent of the Secretary.

(ilPartnerships with electing partnersin the case of a corporation making an election
under subparagraph (A) and which is a partner in a partnership, for purposes of
determining such corporation's distributive share of partnership items under sectlon
02—

()paragraph (1) shall not apply to any eligible qualified property, and

(1)the applicable depreciation method used under this section with respect to such
property shall be the straight line method.

(i)Special rule for passenger aircraftln the case of any passenger aircraft, the
written binding contract limitation under paragraph (2)(A)(iii)(1} shall not apply for
purposes of subparagraphs (C)(i){l) and (D).

(H) Special rules for extension property
(iYTaxpayers previously electing accelerationln the case of a taxpayer who made the
election under subparagraph (A) for its first taxable year ending after March 31,
2008—

()the taxpayer may elect not to have this paragraph apply to extension property,
but

(i0if the taxpayer does not make the election under subclause {)), in applying this
paragraph to the taxpayer a separate bonus depreciation amount, maximum
amount, and maximum increase amount shall be computed and applied to eligible
qualified property which is extension property and to eligible qualified property
which is not extension property.

(ilfTaxpayers not previously electing accelerationln the case of a taxpayer who did
not make the election under subparagraph {A) for its first taxable year ending after
March 31, 2008—
(the taxpayer may elect to have this paragraph apply to its first taxable year
ending after December 31, 2008, and each subseguent taxable year, and
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(IDif the taxpayer makes the election under subclause (1), this paragraph shall only
apply to eligible qualified property which Is extension property.

(iij)Extension propertyFor purposes of this subparagraph, the term “extension
property” means property which is eligible gualified property solely by reason of the
extension of the application of the special allowance under paragraph (1) pursuant
to the amendments made by section 1201(a) of the American Recovery and
Reinvestment Tax Act of 2009 (and the application of such extension 1o this
paragraph pursuant to the amendment made by section 1201(b)(1) of such Act).

() Special rules for round 2 extension property
(Min generalin the case of round 2 extenslon property, this paragraph shall be
applied without regard to—
{Dthe limitation described in subparagraph (B)(i) thereof, and

(I)the business credit increase amount under subparagraph (E)(iii) thereof.

(IDTaxpayers previously electing accelerationin the case of a taxpayer who made the
election under subparagraph (A) for its first taxable year ending after March 31,
2008, or a taxpayer who made the election under subparagraph (H)(il) for its first
taxable year ending after December 31, 2008—
(the taxpayer may elect not to have this paragraph apply to round 2 extension
property, but
(1)if the taxpayer does not make the election under subclause (1), in applying this
paragraph to the taxpayer the bonus depreciation amount, maximum amount, and
maximum increase amount shall be computed and applied to eligible gualified
property which is round 2 extension property.
The amounts described in subclause {Il) shall be computed separately from any
amounts computed with respect to eligible qualified property which is not round 2
extension property.

(iiTaxpayers not previously electing accelferationln the case of a taxpayer who
neither made the electlon under subparagraph (A} for its first taxable year ending
after March 31, 2008, nor made the election under subparagraph (H)(ii) for its first
taxable year ending after December 31, 2008—
(Dthe taxpayer may elect to have this paragraph apply to its first taxable year
ending after December 31, 2010, and each subsequent taxable year, and

(Iif the taxpayer makes the election under subclause (I), this paragraph shall only
apply to eligible qualified property which is round 2 extension property.

(ivJRound 2 extension propertyFor purposes of this subparagraph, the term “round 2
extension property” means property which is eligible qualified property solely by
reason of the extension of the application of the special allowance under paragraph
(1) pursuant to the amendments made by section 401(a) of the Tax Rellef,
Unemployment Insurance Reauthorization, and Job Creation Act of 2010 (and the
application of such extension to this paragraph pursuant to the amendment made by

section 401(c)(1) of such Act).

(5) Spectal rule for property acquired during certain pre-2012 periods

In the case of qualified property acquired by the taxpayer {under rules similar to the
rules of clauses (ii) and (ili) of paragraph (2)(A)) after September 8, 2010, and before
January 1, 2012, and which is placed in service by the taxpayer before January 1, 2012
(January 1, 2013, in the case of property described in subparagraph (2){B) or (2)X(C)),
paragraph (1)(A) shall be applied by substituting “100 percent” for *50 percent”.

() Special allowance for celluloslc biofuel plant property
(1) additional allowance
In the case of any qualified cellulosic biofuel plant property—
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CALIFORNIA PACIFIC ELECTRIC COMPANY, LLC
SOUTH LAKE TAHOE, CALIFORNIA 1st Revised CPUC Sheet No._456
Canceling _Original CPUC Sheet No._456

PRELIMINARY STATEMENT
(Continued)

10. INCOME TAX COMPONENT OF CONTRIBUTIONS AND ADVANCES PROVISION

A. General:

Effective on or after August 1, 1988, all Contributions in Aid of Construction and
Advances for Construction (“Contributions”), made to California Pacific Electric Company,
LLC (CalPeco) pursuant to its tariffs, shall include a cost component to cover CalPeco’s
estimated liability for Federal Income Tax and California State Tax resulting therefrom,
therefrom, pursuant to Decision 87-09-026.

B. Definition:

Contributions: Contributions in Aid for Construction and Advances for Construction shall

include, but are not limited to, cash, services, facilities, labor, property, and income taxes
thereon, provided by a person or agency to CalPeco. The value of all contributions

shall be based upon CalPeco’s estimates. Contributions shall consist of two components
for purposes of recording transactions, as follows:

1. Income Tax Component of Contribution (ITCC); and

2. The balance of the contribution, excluding income taxes (Balance of Contribution).

C. Determination of ITCC:

The ITCC shall be calculated by multiplying the Balance of Contribution by the Tax
Factor as shown in paragraph 2 below. CalPeco will make an advice letter filing to
reflect any changes in the Tax Factor which would cause an increase or decrease in
the Tax Factor to five percentage points or more.

1. The Tax Factor is established by using Method 5, for the Federal Income Tax and
California State Tax as set forth in Paragraphs 3.a. and 6., respectively, of
Decision 87-09-026 in Oll 86-11-019. The following factors have been, or are, in
effect for the period shown;

Total Tax Factor
Distribution Transmission

Effective Less Than 69 Greater Than Advice

kV 69 kV Letter

Prior to January 1, 1992 .26 - 201-E-A
January 1, 1992 to June 30, 2002 .31 - 216-E
July 1, 2002 to September 10, 2004 21 - 296-E
September 11, 2004 to February 29, 2008 .31 - 216-E
March 1, 2008 to December 31, 2009 A7 15 338-E
January 1, 2010 .28 24 338-E
July 1, 2013 .169 - 29-E

(Cnnfinued)

Issued by
Advice Letter No. 29-E Michael Smart Date Filed _ June 28, 2013
Name
Decision No. President Effective  June 28, 2013
Title

Resolution No.

(N)
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CALIFORNIA PACIFIC ELECTRIC COMPANY, LLC

Page 1 of 1

06/28/13
CALCULATION OF GROSSUP PERCENTAGE
WITH STATE TAX
METHOD 5
Distribution of less than 69KV
INVEST EST $1,000.00
FED REQUIRED 7.75%
AND GROSS RETURN AUTH
TAX PMT ON STATE REMAIN PRETAX ON AVG ROR
LN $1,000 MACRS ADR TAX TAX RATE OF REMAIN PV
NO YEAR INVESTMENT DEPREC DEPREC BENEFIT PAYMENT RETURN TAX PAY FACTOR PV TAX NET
1 1 407 519 33 184 223 11.25% 35 0.9281 32 13 19
2 2 36 64 16 207 11.25% 24 0.8613 21 9 12
3 3 33 60 15 192 11.25% 22 0.7994 18 7 11
4 4 31 56 14 178 11.25% 21 0.7419 16 7 9
5 5 29 52 13 165 11.25% 19 0.6885 13 5 8
6 6 26 49 12 153 11.25% 18 0.6390 12 5 7
7 7 24 46 11 142 11.25% 17 0.5930 10 4 6
8 8 23 43 10 132 11.25% 15 0.5504 8 3 5
9 9 22 40 10 122 11.25% 14 0.5108 7 3 4
10 10 22 37 9 113 11.25% 13 0.4741 6 2 4
11 11 22 35 10 103 11.25% 12 0.4400 5 2 3
12 12 22 32 9 94 11.25% 11 0.4083 4 2 2
13 13 22 30 9 85 11.25% 10 0.3789 4 2 2
14 14 22 28 8 77 11.25% 9 0.3517 3 1 2
15 15 22 26 9 68 11.25% 8 0.3264 3 1 2
16 16 22 25 8 60 11.25% 7 0.3029 2 1 1
17 17 22 25 9 51 11.25% 6 0.2811 2 1 1
18 18 22 25 9 42 11.25% 5 0.2609 1 0 1
19 19 22 25 8 34 11.25% 4 0.2421 1 0 1
20 20 22 25 9 25 11.25% 3 0.2247 1 0 1
21 21 15 25 7 18 11.25% 2 0.2086 0 0 0
22 22 25 1 17 11.25% 2 0.1936 0 0 0
23 23 25 1 16 11.25% 2 0.1796 0 0 0
24 24 25 1 15 11.25% 2 0.1667 0 0 0
25 25 25 1 14 11.25% 2 0.1547 0 0 0
26 26 25 1 13 11.25% 2 0.1436 0 0 0
27 27 25 1 12 11.25% 1 0.1333 0 0 0
28 28 25 1 11 11.25% 1 0.1237 0 0 0
29 29 25 1 10 11.25% 1 0.1148 0 0 0
30 30 25 1 9 11.25% 1 0.1065 0 0 0
312 mememmmmee s mmm--e- e mmmme
32 1,000 1,000 398 169 101
33
34 REQUIRED CIAC GROSSUP PERCENTAGE 16.90%
35 ======
36
37 ASSUMPTIONS:
38 ============
39 YEARS 30 AUTHORIZED ROR: (a)
40 INVESTMENT $1,000 DEBT 2.66%
41 FEDERAL TAX RATE 35.00% EQUITY 5.09%
42 STATE TAX RATE 8.84% TOTAL 7.75%
43 EFFECTIVE STATE RATE 5.75% INCOME TAX GROSSUP FACTOR 168.76%
44 EFFECTIVE TAX RATE RATE 40.75% GROSS PRETAX ROR 11.25%
45 AUTHORIZED RATE OF RETURN (a) 7.75%
46
47 (a) per CPUC Decision # 12-11-030 on Dated 11-29-2012
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