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In an Entry issued on January 10, 2018, the Public Utilities Commission of Ohio 

(“Commission”) directed rate regulated utilities to record on their books a deferred 

liability for the estimated reduction in federal income tax expense resulting from the Tax 

Cuts and Jobs Act of 2017 (“TCJA”).  In the Matter of the Commission’s Investigation of 

the Financial Impact of the Tax Cuts and Jobs Act of 2017 on Regulated Ohio Utility 

Companies, Case No. 18-47-AU-COI, Entry ¶ 7 (Jan. 10, 2018) (“Tax COI”).  On 

October 24, 2018, the Commission further ordered rate regulated utilities, with some 

exceptions, to file applications not for an increase “to pass along to consumers the tax 

savings resulting from the TCJA.”  Id., Finding and Order ¶ 29 (Oct. 24, 2018).  In that 

Finding and Order, the Commission also stated that “the Commission is open to any 

alternative proposals by utilities, provided such proposals pass all tax savings on to 

customers, have the full agreement of Staff and provide for input from other interested 

stakeholders.”  Id.   

In its base distribution rate case, Ohio Gas Company (“Ohio Gas”) agreed to 

reduce its revenue requirement to incorporate the effect of a reduction in the federal 

income tax rate under the TCJA.  In the Matter of the Application of Ohio Gas Company 

for an Increase in Gas Distribution Rates, Case No. 17-1139-GA-AIR, et al., Joint 

Stipulation and Recommendation (the “Stipulation”) at 4-5 (Jan. 26, 2018) (“Rate 
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Case”).  Additionally, Ohio Gas agreed that it would not implement an increase in rates 

for any unaddressed changes resulting from the TCJA.  Id. at 5.  The Commission 

approved the Stipulation without modification on February 21, 2018.  Id., Opinion and 

Order (Feb. 21, 2018).   

Although Ohio Gas collected revenue based on rates that included tax expense 

set at the prior tax rate from January to March 2018 (“2018 Tax Savings”), it has 

determined that amortization of both Non-Normalized Excess Deferred Income Taxes 

(“EDIT”) and Normalized EDIT would result in revenue increases that exceed the 2018 

Tax Savings.  Based on that determination, any further changes to effect the reduction 

in the corporate tax rate would result in a revenue increase.   

Ohio Gas has advised the Commission Staff and the Office of the Ohio 

Consumers’ Counsel that Ohio Gas has determined that any further changes to 

implement the TCJA in rates would result in a revenue increase and that it is precluded 

from seeking an increase from consumers under the approved Stipulation.   

In this Application, therefore, Ohio Gas seeks a determination that it has fully 

complied with the Commission’s directive to return the tax savings to customers as a 

result of the resolution of its base distribution rate case in 2018 and a waiver of the 

Commission’s order to file an application not for an increase.   

In support of its Application, Ohio Gas states: 

1. Ohio Gas is a natural gas company within the meaning of R.C. 4905.03(A)(6), 

and as such, is a public utility subject to the jurisdiction of the Commission. 
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2. The TCJA became effective in January 2018.  One provision of the law provided 

for a reduction in the corporate income tax rate from up to 35% to a fixed rate of 

21%. 

3. On January 10, 2018, the Commission opened an investigation in the Tax COI to 

consider the effects of the TCJA on the rates of rate-regulated utilities.  In that 

Entry, the Commission directed each rate regulated utility to record on its books 

a deferred liability for the estimated reduction in federal income tax expense 

resulting from the TCJA.   

4. In a Finding and Order entered on October 24, 2018 in the Tax COI, the 

Commission directed each rate regulated utility, with several exceptions, to file by 

January 1, 2019 an application to “pass along to consumers the tax savings 

resulting from the TCJA.”  Id., Finding and Order ¶ 29 (Oct. 24, 2018).  The 

Commission also noted that it was open to alternative proposals, provided such 

proposals passed all tax savings on to customers.  Id. 

5. Tax adjustments resulting from the reduction in the federal corporate tax rate fall 

into three areas: (1) tax savings incorporated in rates to be prospectively applied; 

(2) tax savings associated with the change in the tax rate embedded in base 

rates and riders collected after the change in the tax rate but prior to any 

prospective rate changes; and (3) adjustments to deferred income taxes 

associated with timing differences between federal tax filings and recovery in 

regulated rates.  Id., passim and In the Matter of the Motion of Ohio Power 

Company for a Procedural Schedule and Request for Expedited Ruling and 
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Memorandum in Support for the Implementation of the Tax Cuts and Jobs Act of 

2017, Finding and Order (Oct. 3, 2018). 

6. Ohio Gas previously implemented a reduction in base rates that incorporates the 

effects of the reduction in the federal corporate tax rate in a base distribution rate 

case.  At the time that the TCJA became effective, Ohio Gas was seeking a base 

rate increase.  Rate Case, Application (May 31, 2017).  The rate application 

incorporated the prior federal corporate tax rate applicable to Ohio Gas.  

Id., Schedule C-4.  The rate application was resolved by the Stipulation.  Id., 

Stipulation (Jan. 26, 2018).  As part of the Stipulation, Ohio Gas agreed to 

reduce its requested revenue requirement by incorporating a tax rate of 21%.  

Id., Stipulation at 4-5.  This change in the tax rate reduced the increase in the 

annual revenue requirement in excess of $600,000.  Id., Stipulation at 5.  Ohio 

Gas also agreed that it would not implement an increase in rates for any 

unaddressed changes resulting from the TCJA.  Id.  The Commission approved 

the Stipulation without modification.  Id., Opinion and Order (Feb. 21, 2018).  

Rates based on the 21% federal corporate tax rate were effective March 1, 2018, 

on a service rendered basis.  Id., Letter to Barcy McNeal from Frank P. Darr 

(Feb. 22, 2018) (tariff filing). 

7. The Stipulation did not address the return of any tax savings under the rates in 

effect. 

8. Ohio Gas billed and collected rates based on the prior tax rate from January 1, 

2018 to March 31, 2018.  The 2018 Tax Savings was $463,257.  Schedule A. 
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9. The Stipulation also did not address EDIT.  EDIT consists of two parts.  Under 

federal tax law, Normalized EDIT relates to property for which accelerated 

depreciation is taken for tax purposes and amortization must be accomplished 

under specialized rules.  Non-Normalized EDIT relates to all other items for 

which there are tax timing differences and may be amortized on a schedule 

approved by the Commission.   

10. Unlike some utilities that have previously submitted applications to address EDIT, 

Ohio Gas presently shows a net debit for its Non-Normalized EDIT.  The positive 

balance of EDIT results from a significant deferral for contributions in aid of 

construction.  If this balance were amortized in rates, rates would increase 

$478,722.  Schedule B.   

11. Offsetting the 2018 Tax Savings against the Non-Normalized EDIT would result 

in a net increase in revenue of $15,465.  Schedule C.   

12. Ohio Gas has identified that it has Normalized EDIT of $2,630,467.  The period 

for amortization of the Normalized EDIT is estimated to be 26 years.  To properly 

reflect the amortization of the Normalized EDIT, Ohio Gas will book an increase 

in its net rate base as the EDIT is reduced.  As a result of the amortization of 

Normalized EDIT, Ohio Gas would realize a net increase in its revenue 

requirement of $983,712, or an average of $37,835 during the 26-year 

amortization period.  Schedule D.   

13. As set out above, the return of the 2018 Tax Savings and the amortization of the 

Non-Normalized and Normalized EDIT would result in a net rate increase to 

customers, but Ohio Gas has agreed that it will not seek an increase in rates for 
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the increase in the revenue requirement as a result of any remaining changes 

necessary to effect the TCJA.  Accordingly, there is no further action that Ohio 

Gas may take to comply with the orders in the Tax COI. 

14. As noted above, the Commission has indicated that it will consider alternatives to 

the filing of an application not for an increase in rates.  Under the facts and 

circumstances set out in this Application, Ohio Gas has stated good cause for the 

Commission to waive the Order that Ohio Gas file an application not for an 

increase in rates since any further changes to rates would result in a rate 

increase. 

15. Ohio Gas has contacted both Commission Staff and the Office of the Ohio 

Consumers’ Counsel.  Each has been advised that Ohio Gas has determined 

that return of the 2018 Tax Savings and amortization of the EDIT would result in 

a rate increase and that Ohio Gas is therefore seeking a determination that it has 

fully complied with the Commission’s order in the Tax COI. 

WHEREFORE, Ohio Gas requests: 

1. That the Commission find that the 2018 Tax Savings is $463,257. 

2. That the Commission find that the Non-Normalized EDIT is ($478,722). 

3. That the Commission find that the return of the 2018 Tax Savings and 

amortization of the Non-Normalized EDIT result in an increase in the revenue 

requirement of $15,465 

4. That the Commission find that the Normalized EDIT is $2,630,467; 
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5. That the Commission find that the amortization of the Normalized EDIT as 

required by federal law would result in an increase in the revenue requirement of 

$983,712;  

6. That the Commission find that return of the 2018 Tax Savings, amortization of 

Non-Normalized EDIT, and Normalized EDIT over the statutorily required period 

of approximately 26 years would result in a rate increase; 

7. That the Commission find that Ohio Gas, due to the terms and conditions which 

the Commission approved in the Rate Case which prevent Ohio Gas from 

increasing its gas distribution rate, has fully complied with the requirements of its 

Order in the Tax COI to return tax savings associated with the TCJA to 

consumers;  

8. That the Commission waive the order that Ohio Gas file an application not for an 

increase in rates; and  

9. That the Commission make any other orders that are necessary to implement 

this Application. 

Respectfully submitted, 

/s/ Frank P. Darr 
Frank P. Darr (Reg. No. 0025469) 
(Counsel of Record) 
Matthew R. Pritchard (Reg. No. 0088070)
McNees Wallace & Nurick LLC
21 East State Street, 17TH Floor
Columbus, OH  43215 
Telephone:  (614) 469-8000 
Telecopier:  (614) 469-4653 
fdarr@mwncmh.com 
mpritchard@mwncmh.com 
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