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Q.

Please provide a description of any state or federal tax incentives available to
CMP for the MPRP, and provide an analysis calculating the effect of such tax
incentives on the CMP’s financial model. Please provide a description of the tax
value of the MPRP to any CMP affiliates or corporate parent.

The only state or federal income tax incentive for the MPRP at present is the
existing accelerated MACRS tax depreciation incentive. This incentive allows
taxpayers to depreciate investment in transmission assets with a voltage greater
than 69 kV on an accelerated method over 15 years and all other transmission
investment on an accelerated method over 20 years. CMP provides federal
deferred income tax expense for the difference between this accelerated and the
straight line tax depreciation, and CMP accumulates this annual amount in
accumulated deferred income taxes, which is a rate base reduction. CMP flows
through the state income tax impacts. CMP provides the calculation of the
benefits from 15 year MACRS compared to 20 year MACRS in Attachment 1.

There are no other tax benefits resulting from the MPRP that will accrue to any
CMP affiliate or its corporate parent.
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Estimated Impact of 15 Year MACRS Versus 20 Year MACRS on MPRP Revenue Requirement

(all vaives in millions of dollars unless noted)

Year 1 2 3 4 5 & T -3 9 10 11 12 13 14 15 16 1T 18 19 20 21 %_27 23 24
Plant in-service (assume Jan 1 in-service} 260 599 629 952
Book depratiation {assume 40 years)
Year 1 in-sarvica T 7 7 7 7 7 7 7 ¥ 7 T T 7 7 7 7 7 7 7 7 7 T 7 7
Yaar 2 in-service 15 15 15 15 15 15 15 15 15 15 15 15 15 15 15 15 15 15 15 15 15 156 5
Year 3 in-sarvica 16 16 16 16 16 16 16 16 18 16 16 % 15 18 16 16 16 16 18 16 18 16
Year 4 in-servica 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Totai 7 21 R ag 38 39 39 39 a9 E-] 9 3% 39 ES 9 a9 38 39 a9 39 39 ag 33
Not plan 254 B31 1,433 1,448 1,407 1,368 1330 1,201 1.252 1,213 1,175 1,136 1,097 1058 1.020 981 942 903 865 826 787 748 710 Al
15 YEAR MACRS

Dapraciation rate
Tax depreciabon

5.00% 9.50% B.55% 7.70% 6.93% 6.23% 5.90% 5.90% 591% 5.90% S91% 590% 591% 5 80% 591% 2.95%

Yaar { in-sanvice 13 25 22 20 13 18 15 15 15 15 15 15 18 15 15 B
Year 2 in-ganvice 30 L-18 51 &% 42 uw s a5 % s a5 33 35 is 35 14
Year 3 in-sefvice 32 ] 55 49 44 40 28 38 3 1.} a8 38 38 kL 36 1%
Year 4 in-service 3 5 4 4 4 3 3 3 2 3 3 3 3 3 3 2
Total 13 59 11 138 124 111 iC3l 94 92 92 [ 92 92 92 92 84 59 22 2
Faderal income tax impact
Deferad taxes 2 12 28 k] 0 25 22 19 18 18 18 18 18 18 18 16 T &) (13 (14) {14} (14) {14) {14}
Accumulated deferred taxes 2 14 40 73 102 128 150 163 138 206 225 243 262 280 239 318 322 a6 303 289 275 262 248 235
Fate base 251 BT 1,393 1,373 1,304 1,240 11479 1421 1.064 1,007 50 B2 B35 778 F21 L] o021 Sa8 %62 9T 512 438 A5 438
Return on raie base (assuma 14%) 35 114 185 192 183 174 165 157 149 141 133 125 "7 108 101 a3 87 82 k) 75 7z 68 65 &1
State incoma 1ax impac!
Tax shield {grossed up) 2 8 17 20 9 17 15 14 14 14 14 14 14 14 14 13 9 k] o - - - - -

20 YEAR MACRS
Deprectation rate I 75% 722% 6.68% 6.18% 571% 5.28% 4.89% 4.52% 4 46% 4.46% & 46% 4.46% 4 46% 4.46% 4.46% 4.46% 4.46% 4.47% 4.46% 44T% 225%
Tax dapreciaiion
Year 1 in-garvice 10 18 17 18 15 14 13 12 12 12 12 12 12 12 12 12 12 12 12 12 ki
Yaar 2 in-sarvice 22 43 40 ar 34 az 29 27 zr 27 2 27 27 27 27 27 27 27 27 7 13
Year 3 in-sarvice 24 46 43 39 L 34 H 29 28 28 28 23 28 28 28 28 28 »n 28 29 14
Yaar 4 in-servica 2 4 3 3 3 3 a 2 2 2 2 2 2 2 2 2 2 2 2 2 1
Total 10 41 85 104 23 9 84 78 73 7 69 [1] 69 ) 69 69 63 59 () 69 62 44 17 1
Fedaral income lax mpact
Deferred taxes 1 7 16 pxl 21 18 16 14 12 " 11 11 i1 1" " 11t 1 11 " " g b (3] [hk)]
Actumulated deferred laxas 1 8 25 47 B8 87 102 116 122 139 149 160 17 1 192 203 213 224 254 245 254 256 248 235
Rale base 252 823 1,408 1,398 1.339 1.282 1227 1175 1124 1.079 1.025 ars 926 817 825 778 28 B79 630 581 533 492 462 436
Retum on rale base {assume 14%) 35 15 197 196 187 179 172 164 157 150 144 137 130 123 116 9 102 95 83 81 75 9 85 61
Stala income tax impact
Tax shield {grossed Lp} 1 & 13 16 15 14 13 12 1 11 10 10 10 10 10 10 10 10 10 10 10 7 a o
Revenue requirs. savings from shorter tax life
Federal income tax impact 1] 1

Staie income tax impact

[1]

Totai

ssoidrid

TOTAL REVENUE REQUIREMENT SAVINGS




