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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

I n re : Tax Savi ngs Rate Reducti o n s 
for Peoples Gas System. 

) 
) 
) ___________________________________ } 

DOCKET NO. 891143-GU 
ORDER NO . : 22218 
ISSUED : 11-21-89 

The following Commissioners participated i n the disposition 
of t hi s mat l)r : 

MICHAEL McK. WILSON, Chai r ma n 
THOMAS M. BEARD 

BETT'i EASLE'i 
GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENC'i ACTION 

ORDER RELAT ING TO TAX SAVINGS REDUCTIONS 

BY THE COMMISSION: 

NOTICF i~ hereby given by the Florida Public Service 
Commission that the action discussed herein is preliminary in 
nature and will become final unless a pe rson whose interests are 
adversely affected files a petition for a formal proceeding , 
pursuant to Rule 25-22.029, Flo rida Adminisl rative Code . 

The Tax Reform Act of 1986 (TRA86) reduced the corpo r ate 
tax rate from 46\ to 40\ in 1987 and from 40\ t o 34\ in 1988 o n 
a calendar year bas is , a l o ng with numero u s other c hanges . This 
1owet corporate tax rat is no w reflected in the ba se r ates for 
compan1es whi ch ha ve had a rate proceeding since the end of 
1986. For those wh1 c h have no t had a recent rate case, the 
applicatio n of Rul e 25-14 . 003, Florida Administrat ive Code , {the 
tax savi ngs rule) and company -proposed agreement s have resu 1 ted 
in cash refund s , r educlions in access charges , depreciation 
reserve adj us men s or other adjustmen ts being made to offset 
tax savings ceallzed from TRA86 in 1987 and 1988 . Some 
cornpantcs w1 ll refund tax savings i n 1989 and expect to dn so in 
the Cutur . 

Of the 13 gas u 1 l ilies in Flo rida, five have had rate 
cases or o verearnings proceedings since the Tax Refo rm Act of 
1986 and as a result have the 31\ tax rate reflected in their 
cus ome r r a es. ln 1989 seven others were not required to make 
a refund und~r the tax rule for 1988 because their ea rnings were 
below th 13.7\ return on equ1 t y approved f o r 1988 in Order No . 
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17381 on Aprtl 8, 1987. In March of 1987 Peoples Gas System, 
Inc. agreed to refund est1mated tax savtngs of $ 1 . 4 million and 
$2.3 million for 1987 and 1988, respect1vel y . 

Peoples Gas System , Inc . is one of seven utilities that 
expenenced tax savi ngs in 1988 sufficien to require a refund 
under the tax rule. Another tax savi ngs refu nd to Peoples Gas 
System's customers is l1kely for 1989 and is possible i n 
subsequent years unt1l customer rates are changed to reflect t he 
lower current federal corpo r ate income tax rate of 34\. Rate 
cases are not conducted as frequen tly as they w re i n the past , 
cauSl ng ax savings refunds to pees ist longer tnan anticipated . 
We find, therefore , that Peoples should reduce rates and charges 
t o reflect reduced tax rdtcs since its last rate case. 

In its last rate case, Peop l es was authorized to earn an 
equity cc urn of 13 . 25\ to 15 . 25\ . We find that 13.25\ , the 
bottom of the current authorized range of return, should be used 
to determine the amou'lt of the rate reduction. Th1s dectsion 
docs not alter the utility' s authorized range of return on 
equity, but merely sets a poi nt wit hi n t he utility's authorized 
range of return foe purposes of calculating a rate reduc ion to 
remove the effects of the tax change. If t he utility appears to 
be overearn1ng even after this adj ustment , the Commission, the 
Office of Public Counsel , or any other affected party may seek a 
further rate reduction . we find t hat a rate reduction of 
$1,152,375 would allow Peoples a 13.25\ return on equity . 

In the absence of a hearing o n the rate 
lacking a current cost oC serv ice study, we find 
the inteflm allocation method is appropriate Cor 
cen s per hccm rate reduc ion by rate class, to 
January 1, 1990. 

It is, the r efore, 

reduction and 
that the use of 
allocating the 

be effective on 

ORDERED that Peoples Gas System permanently reduce rates 
and charges by $ 1,152 , 375 . It is further 

ORDERED that the permanent rate reduction be allocated on a 
cen 5 per therm basis according to the interim allocation 
~ethod. I 1s further 

ORDERED that the rate reduction be ef f ective on Ja nuary 1 , 
1990. It is further 
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ORDERED tf this order is not protested, this docket be 
clo~ed af er P oples Gas System has made the permanent rate 
reductton ordered here1n, and that a new docket be opened for 
tht s utility's 1989 tax sav1ngs report. It is further 

ORDERl:.D that if thts order is not protested, Peoples Gas 
Sys ·em 1s relteved of the responstbility of filing future ta x 
savings repo r s pursuant t o Rule 25-14 . 003 , F.A . C., effective 
for he calendar year 1990. 

By ORDER o f the Florida Publ k Serv i c.. e CoMmission , 
thts day o f NOYEMBlll. ___ _ ~.89 

STEVE TRIBBLE, Director 
Division of Records and Reporting 

( S E A L ) 

MER by· 

Commissioners Herndon and Easley would have preferred t o 
1n1 iate a full rate case for this utility. 

NOTICE OF FURTHER PROCEED[NGS QE_ JUDICIAL REVIEW 

Th~ Florida Public Service Commission is required by 
Section 170.59{4), Flortda Statutes, to notify parties of any 
administrative heaong or judicial review of Commission orders 
tha is avatlable under Sections 120 . 57 or 120.68, Florida 
Statu es, as we 11 as the procedures and time limits that app 1 y. 
This notice s hould not be construed to mean all requests for an 
admtnts rative hearing o r judicial r eview will be granted o r 
resul 1n the relief sought. 

The ac t o n proposed herein is 
wtll not become effective or final, 
2~-22.029 , Flortda Adm1nistrative 

preliminary in nature and 
except as provided by Rule 
Code . Any per son whose 
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subs antial tnleresls are affected by the action proposed by 
th1s order r-ay file a pet1tion for a formal proceeding, as 
prov1ded by Rule 25-22.029 {4), Florida Adm1nistrat1ve Code, in 
the form prov1ded by Rule 25-22.036(7)(a) and {f), Florida 
Admtnistrat1ve Code . This petition mus be rece1ved by the 
Director, Dlvtston ot Records and Reporting at hts office at 101 
Eas Gaines Street, Tallahassee, Florida 32399-0870, by the 
close of bus1ness on December 12 , 1989 

In the absence of such a petition, this order shall become 
~ffect1ve on the day subsequent to the above date s provided by 
Rule 25-22.029(6), Florida Administrative Code, anu as reflected 
in a subsequent order. 

Any object1on or protest filed in this docket before the 
issuance date of this order is considered abandoned unless i 
sn 1sfies the foregotng condit1ons and 1s renewed within the 
spec1fied protest period. 

I 

If lhts ordur becomes final and effective on the date 
described above, any party adversely affected may request I 
judicial review by the Florlda Supreme Court in the case of an 
el c ric, gls or elephone ulility or by the First District 
Court o f Appeal in he case of a water or sewer utility by 
fll1ng a noti c of apneal w1lh lhe Director, Division of Records 
and Reporting and filing a copy of the notice of appeal and the 
filing fee wi h the appropria e court. This filing must be 
completed withtn htrly (30) days of the effective dale of this 
o rder, pur suan to Rule 9.110 , Florida Rules of Appellate 
Procedure . The notice of appeal must be in the form specified 
in Rule 9.900(a), Flor1da Rules of Appellate Procedure . 
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