
HOUSE No. 570
By Mr. Businger of Brookline, petition of John A. Businger relative

to modifying certain tax accounting procedures. Taxation.

In the Year One Thousand Nine Hundred and Eighty-Two.

An Act to modify certain tax accounting procedures.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, as follows:

1 Chapter 164 of the General Laws, as amended by Chapter 464 of
2 the Acts of 1980, is hereby further amended by inserting after
3 section 94G the following new section:
4 Section 94H. The Department of Public Utilities is hereby pro-
-5 hibited from allowing utility companies who operate in the Com-
-6 monwealth from using the utility accounting procedure known as
7 normalized accounting, and is hereby directed to authorize and
8 direct said companies to utilize the flow-through method of ac-
-9 counting.
10 For the purposes of this section, the following terms are defined
11 as follows:
12 “Normalized accounting”, is a utility accounting system that
13 allows tax expense for rate making purposes to be computed into
14 the rate base without benefit of the tax privileges of the federal
15 internal revenue code. The actual tax expense paid to the internal
16 revenue service is however computed taking full advantage of the
17 available tax benefits including investment tax credits and acceler-

-18 ated depreciation of plant and equipment. The difference between
19 the tax expense for rate making purposes and the actual tax
20 expense is retained by the utility company.
21 “Flow-through accounting”, is a utility accounting system that
22 permits a utility company to charge their customers only the actual
23 amount of taxes paid to the federal internal revenue service in any
24 given tax year. The difference between the tax expense for rate
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25 making purposes and the actual tax expense paid to the federal
26 internal revenue service would be ‘flowed-through’ or passed on to

the utility company’s customers.


