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Rev. Proc. 2020-39: Normalization rules for public 

util ities, 2017 tax law changes (TCJA)   
 
The IRS today released an advance version of Rev. Proc. 2020-39 to clarify the normalization 
requirements for public utilities in light of changes to the corporate income tax by the 2017 U.S. tax 
law.  

Rev. Proc 2020-39 [PDF 51 KB] applies with regard to public utilities subject to normalization that have 
“excess tax reserve” (the portion of the accumulated deferred income taxes (ADIT) reserve that 
reflects the difference in the corporate income tax rates due to accelerated depreciation) resulting from 
the corporate tax rate reduction from 35% to 21% by the U.S. 2017 tax law (Pub. L. No. 115-97 or the 
law that is often referred to as the “Tax Cuts and Jobs Act” (TCJA)).  

“Normalization” is a system of accounting used by regulated public utilities to reconcile the tax 
treatment of accelerated depreciation of public utility assets with their regulatory treatment. The use of 
normalization is required for a utility to take advantage of the accelerated cost recovery system under 
section 168 for public utility property. Under normalization, a utility receives the tax benefit of 
accelerated depreciation in the early years of an asset’s regulatory useful life and passes that benefit 
through to ratepayers ratably over the regulatory useful life of the asset in the form of reduced rates. 

 
 
The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" 
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is 
issued for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed 
therein, and is not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide 
accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it 
will continue to be accurate in the future. Applicability of the information to specific situations should be determined through 
consultation with your tax adviser. 
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https://www.irs.gov/pub/irs-drop/rp-20-39.pdf
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Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s 
Federal Tax Legislative and Regulatory Services Group at + 1 202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.  

To unsubscribe from TaxNewsFlash-United States, reply to Washington National Tax. 
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