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SUMMARY OF ENTRY 

Case No, 87-83X-AU-COI 

In the Matter of the Commission's Investigation of the 
Financial Impact of the Tax Reform Act cf 1986 on Regu­
lated Ohio Utility Companies, 

By letter of November 12, 1986, the Chairman of the Commis­
sion directed all Ohio utility companies to review the impact of 
the Tax Reform Act of 1986 on their revenue requirements and to 
provide proposals on how any savings resulting from the changes 
in the federal tax laws could be passed on to ratepayers. A 
review of the respoi^s^s filed by the utilities indicates that 
eight companies haV0^ reduced their riates or have rate reduction 
a|>|>ltc«tipn)B pending have rate applications pending (or 
decide^), ̂ wfiich refi«tgfei^16^ 1^ tax rate? seventeen have revenue 
reqiuî î inehtjB whichi;ĵ i;f̂ /;;n̂ t afffected by the changes? and three 

' tefej^hone cpmpanieft^jKa^^ fexpe reductions in carrier access 
•thar^S^.and/pr int^^^rl^TA toil rates and increases in certain 
: ex^ehisfes whibh conljlifet̂  the savings from the changes in 

••••: ''^-t^he-'tax law^', -'^^cl .':,.'.'.• ̂,'.,. ' 

•• •By- • t h i s . En,try-i.::-;-,t||iB/:-.Cc>ipnis-sipn.. f i n d s , that' t h e r e a r e t w e l v e 
••;:•-.;• <d'^npa)[^i^i.'.',that '•havi-V3n[b%':*lRrovi'ded''-ade^ r e s p o n s e s . T he E n t r y 

•..f^rfcjjeir'v'Alre^c^s'^ t h ^ adla.tt-i6n t o th e s e 1 2 c o m p a n i e s ^ a l l 
'\/other*-':i;t^iM;ti*:'"cpm to the Chairman's 
;4J;!Sf̂ ĵ >̂ &r̂ ;ittjjt̂ jese*̂ .̂ ^ exempted, are- to provide 

'(•>'̂ '.::-'C:̂ i;tji±̂ -;i'iif6rination'--'f̂ r •-fe.ta.f;f̂ ".i?eview within" fourteen days, along 
• ;..;^•^:^:wit;h;;i;>l?^'\;$P an explanation as to why 
^^^'i^^biSc/arai:*^ / • -'• \ 

. ;:,̂'V'̂ .̂ ?v.V,r.i''35l̂i>/-̂^ i^^^fi.^.j^iti&^^^^Bd tp". provide. a brief statement of 
/>;/'̂ 0̂?:li.tix<&î Ct̂ isslp̂  not'a'part of the Commission's 
•^''^^•^i'S^^(^•^5i^S^^ll^^^ ^wil' text of the Commission's 

yo'-.' 

.... o.. 

,•",-'•• j ' y - r ' i ' • ' ' 

•'..'•,«•'./,;,'• •• 

;.•• '1 

^Jiis i s t o c e r t i f y t h a t " t h e ..images appearing a re aD 
accura te and completo' rap.rociiiction of a c&<:e f i l e 
documaait del ivered i n the sreg-alar-course of buisinysa, 
technic ian V J A A ^ Data Processed n r r 2 ] gnifi 



BEFOPE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Commission's ) 
I n v e s t i g a t i o a of the F inanc ia l ) Case No. 87-831-AU-COl 
Impact of the Tax Reform Act of ) 
1986 on Regulated Ohio U t i l i t y ) 
Companies, ) 

ENTRY 

The Commission finds.: 

(1) The Tax Reform Act of 1986, (TRA ' 8 6 ) , signed i n t o law 
on October 22^ 1986, p rov ides for a number of changes in 
t h e F e d e r a l ' t a x siystemir t h r e e of which w i l l moat a f f e c t 
j u r i s d i c t i o n a l u t i l i t y compariiesi. F i r s t / t he tax law 
r e t a i n s provi-aiona f o r / a c c e l e r a t e d d e p r e c i a t i o n , but a t 
reduced level<|<!i. -^ecbndl, inyeetment t ax c r e d i t s , except 
fo r t r a n s i t i p M l p r o p e r t y , a r e e l imina ted for p roper ty 

3 p laced in s e r v i c e a t t e r Sanoary 1, 1986« Thi rd , t h e { 
f e d e r a l corpojr'ate incotne tax r a t e i s reduded frem 46% t o j 

'i 34% e f f ec t i ve ; JuiV i# 19?7> SMbstant ial redluction in I 
I :•. revenue requireiw'e,rits'-ie-exipected t o r e s u l t ttom_ the new j 

f e d e r a l corporate" ihcoftte'̂ -"fc**-,.-*l*i;ch.'wlll 'overi|hed<M' the • 
•i v e r y minimar- ' co | i t r -6f :'^tfr.V;ijC#^l»^^ oiJ^ ' the ' . 'd ther t * o | 
f-̂ ---:: i t e m s . Rite''-'ifedu'^tJ;<i.hiiV'|!ii#'. ttif; t f t i j l p w e r f e d e r a l ' ' ' • • 
ics-/: c o r p o r a t e income t;^x^t^^i;iiiis^\'W^"t»c^ eini^e the 
yJ:- r e d u c t i o n tn̂ :"l.rii<:6itne t»x SS'̂ 'e^ •:i|»^'i«f*te«'that -the tex 
r;-'".' allciWance con^^ehli';-o^J-Jratey'uiid¥r-the'''-<^ r a t e - ' 

making formule ahbaid feeVelQnijfieatttly rediic^^ 

(2) On November ,*l,;S|[|̂ 'i9fî  ifeWe ^Ehaifeman of the Conmissionr by 
'••:'':-'••- l e t t e r , d l f S ^ W > J l Ohiof / ^ t i l l t y c<ttipartiea t o review the 

. 'impact of the^fa)t-:ite5t>.J*m'A«t'^6^^^ revenue 
V./.: "r^equirementsr-^and^t^a^pi^o*^ on how any 
: i resu lCing sav ings qa.n; Jije peeked on t o r a t e p a y e r s , 

f3> TK^eistaff reyj:^^^ respohees t o the 
rdh#iijhan's iet%fi ' l -̂ ^̂ ^ of t h i e review a re s e t 

^r-'-:^-;,vC^rtH:--bn-EXhlM*:vi^--t«k¥^ Bntry , and can be 
i,/••^^•.BSmuIie1?ixed'ili^'Mj^ 

•'•̂ -̂ ''':' '̂*')T ^'•'Eight 'S(^^^nt'iiip%^ym. had 'Uh0ir X9ite9 reduced or have 
•-,:appli-cAtitiina- ''tJb .'iriflijdube .iratee pending; 

. b) Seven c<iinj|'̂ hi6iS';hayi&: riito case appXicat iona pending 
o r deoi'diyilv •w;hloh^>re.^i^ the l o w e r ' t a x r a t e ; 

c) Sevente^h;.W<ift£*ehi*d; V^^ revenue requirements are 
not affe^t^id by v^ltA.'86, and t h e i r r a t e s should not 
bo reduc.eiii;! Mnd •/• 
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d) Three telephone companies whose carrier access 
charge rates and/or intra-LATA toll rates have been 
reduced and certain of their operating expenses have 
been Increased, to the extent that any savings as a 
result of the tax rate change have been completely 
offset. 

The remaining 12 companies who responded to the 
Chairman's letter have not provided adequate or complete 
information and should respond to this Bntry^ unless 
exempted as provided later in this Entry. 

(4) The Staff recommends that all Ohio utility companies be 
directed to file requeete for rate reduction to reflect 
the decrease in federal; Incbme tax rates or to show cause 
why their rates should not be reduced effective July 1, 
1987 as a result of the TRA *B6 changes and that they 
submit financial information for the Staff's review. 
Certain companies should be exempted from these require­
ments. These include the followingi (a) companies 
identified In Exhibit 1 because of the reasoning set 
forth in Firjding' 3i (b) mutual or not-for-profit 
companies beoauae such companies are not subject to 
federal inconi<̂  takesr <c) ccmpanies with annual taxable 
income of ies* than $"75,000 because tRA '86 would have 
minimal or ho'.imp̂ act On such c<»npanies; and <d) radio 
common carr0rsy lhtei'*exchan^e and cellular telephone 
companies b4;eaueê  their ratea are bieieically driven by 
competitive:-̂ :̂ :icihg.p;rai?tidee and market conditions* 

(5) The financially inforiiiatidn required by the Staff to 
complete its anaiyej^s is aho^h below; Where applicable^ 
this information shoM?.d be Shown for both total company 
and jUrisdiOtiohal. Further InformetIon may be required 
during the Staff .review.." 

a) 1986 operating tncome $t:etement using Pre-TRA '86 
tax rates ih their tax calculations* Include 
3upporti|>Ji;'tax'; workpApeti-:* 

b) 1986 o^eratihidrthoome Statement usirtg July 1, 1987 
tax rates in their' tax calculations* ' Include 
supporting tax workpapers. 

c) 1987 estlk&tedbperatiiig. Income Statement usihg July 
1, 1987 tax rates in th«tir calculations. Include 
supporting tax workpapers. 

d) 1986 End of Year Betlance of: (a) Net Plant-In-^ 
Service (exclusive ;of bwiP), (b) Materials and 
Supplies inverttory.r(c) Customer Adyanciset (d) 
Contributions in. Aid^ of dbhstructlon* <e) pelferred 
Income Taxes, and (f) Option 1 atiid 3 Accumulated 
Investment Tax pnedit. 
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e) Estimated 1987 End of Year Balance of; (a) Net 
Plant-In-rService (exclusive of CWIP), (b) Materials 
and Supplies Inventory, (c) Customer Advances, (d) 
Contributions in Aid of Construction, (e) Deferred 
Income Taxes, and (f) Option 1 and 3 Accumulated 
Investment Tax Credit-

(6) The Commission concurs with the Staff's recommendations 
in this matter. To ensure that a comprehensive review 
of all companies is performed and to expedite this 
process, the Commission believes that a proceeding should 
be initiated^ pursuant to Section 4905.26 Revised Code, 
which will enable the Staff to receive the information 
necessary to complete its investigation. Accordingly, 
within 14 days of the date of this £ntry, the companies 
not shown in exhibit 1, or not exempted a« provided in 
Finding (4) should provide the Information required by 
the Staff as shown in Fin<3ing (5) above, accompanied with 

,| an application to reduce rate*, or a statement to show 
just cause why their rates should not be reduced as a 

I result of TRA '66 tax rate changes* 

j It is, therefore, 

ORDBRGD, That within 14 days of the date of this entry all 
I Ohio utility companies, except those listed in Finding (4), shall 
; file under this docket htimber, the information set forth in Finding 
: (5), accompanied with ah application to reduce rates or a statement 
I to show cause why thei:r tatea jihoulol not be reduced as a result of 
I TRA '86 tax rate changes^; ti: is* further* 

•:•- ORD&RBO, That those.compattiea who have reduced their rates to 
. reflect 1987 40% tax rate, should -file, applications to reduce their 
rates reflecting a 34% tax rate for 1986, during the Fourth Quarter 
Of 1987, It is, further^ ̂: 

OKDCRED, That a Oojpî  of this Entry be served upon all public ^ 
i utilities (other than motor transportation companies) subject to 
4 the Commission's jurisdi6tioit> the Office of the Consumers* Counsel* 
i'and;^all other parties oifreoord. 

•J •'•;• •;::•' ' ' • ' • 
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K A H I B I T 1 

1 of J 

TRA '86 Utility Review 

Companies With Rates Reduced or Peduction Pending 

1, Cincinnati Bell Telephone Company 
2, The Cincinnati Gas & Electric Company 

*3, Columbia Gas of Ohio, Inc, 
*4. Columbus & Southern Ohio Filectric Company 
5. The Dayton Power & Light Company 
6, Ohio Gas Company 

*7. Ohio Power Company 
*8. West Ohio Gas Company 

Companies With New FIT Rate In Latest Rate Case 

1. The Cleveland Electric Illuninating Company Pending 
*2, The East Ohio Gas Company Decided 
3, Harlan Telephone Company Pending 
4, Monongahela Power Company Decided 
5, Ohio Edison Company Pending 
6, The Toledo Edison Company Pending 
7, West Millgrove Gas Company Pending 

Companies With No Rate Reduction Recommended 

1. Arcadia Telephone Company 
2. Hascorn Mutual Telephone Company, Inc, 
3. Brimfleld Water Company 
4. Continental Telephone Company 
5. Eastern Natural Gas 
6. Fayetfceville Tel-^phone Company 
7. McClure Telephone Company 
8. Masury Water Company 
9. National Fuel Gas Distribution Corp. 
10. Ohio Utilities Company 
11. Ohio Water Service 
12. Orwell Telephone Company 
13. Ottoville Mutual Telephone Company 
14. Southeastern Natural Gas Company 
15. Sandelwood Water Company 
16. Valley Utility Company 
17. Western Ohio Utility Company, Inc. 

Rate reduction reflects 1987 40% ble.ided tax rate. 
Applications to reduce rates for 1988 reflecting a 34% 
tax rate are required to be filed during the Fourth 
Quarter of 1987. 
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Companies V'j'i th Tax Sav i ngs Off set By 
Rev'enue Loss and/or Expense Inccease 

1. GTE MTO, Inc. 
2. The Ohio Bell Telephone Conpany 

**3. United Telephone Company of Ohio 

** United has informed the Commission that absent changes in the 
State tax laws, it will not increase local service rates for 
24 months. 


