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. DearMr.Frey:

 be flowed to ratepayers as a result of the Federal Tax Cuts and Jobs Act which reduced the
: :fédé;rai.i;;cometaXra’;effrOm35%‘t021%;f, = -

| there

 Baton Rouge, Louisiana 70802 ... ”

. RE.  ImpactofFederal Tax Cutsand Jobs At
| IPSCDocketNo X-34747andR 34754

KM File No. 18832-0

Pierre Part Natural Gas Companya Inc j(“li’ri‘é}m Pan”) subm;ts this letter to the ‘Lcuis;ia"t‘;a -

Public Service Commission (“LPSC”) in response 0 a request that regulated utilities submita -

report in the referenced docket prior to March 21, 2018, regarding savings that are anticipated fo

Pierre Part operatesunder a fiscal tax yﬁarof July 1-June 3‘(‘}& aﬁdr,undeystands from its

. 'agdito:s that i;,;Wﬂi;aexpeﬁeﬁce a reduction iﬂ’tax,;egp;msé as a result of the Tax Cuts and Jobs Act '
. beginnin gSaﬂW;J?}I&':, - , . ' -

- Pierre iParﬁ"-f&ﬁhérvﬁndeifstéﬁés there will be two iinp’éds from the tax reduction. First,
is a reduction in apnual federal tax expense incurred by Pierre Part. Second, there is a

- reduction in the amount of accelerated deferred taxes that Pierre Part is required to reflect on its

balance sheet and a corresponding increase In I te base. Each of these impacts is discussed

Bélow.-. .

. Regarding the ?educﬁbn in annual fé/derarlj tax 'E:X?enéfe,‘ P}erre Part estimates the fe&uétien: .
_ will be approximately $5,075 based on June 1, 2017 - July 31, 2018 fiscal year data. Current

rates are based on federal tax expense of $12,689, which would be reduced 10 7,615 based ona

21% tax rate, for a difference of $5.075. =

- 'Regatéing the reduction in deferred taxés,ﬂ Pierre ?art"eSﬁm:ites the reduction would be

_ approximately $853 per year. The reduction of deferred taxes on the balance sheet would be
_ $22.800, amortized over 25 years, for an annual amount of $853 afier offseiting the
 corresponding effect Qf increased rate base. A workpaper showing the caleulation is attached.
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Mr Erziﬁdbn?i‘e}
~ March 20,2018
' Page” ,

In order tc flow the benef ts of the tax rednctmns to its customers Pierre Part
”contampiates that it would ﬁnpiement a rate adjustment as soon as possxbie, Pierre. Part is

_ currently targeting nnplemeﬂtaﬁon on or before July bills, which would reflect the estimated .

- annual benefits for January—December 2018 amortized and flowed to customers over the

— , remalmng months of calendar year 2018. The rate adjustment would be subject to true-up, based .

 on the actual achieved tax reduction outcome. The tate adjustment would be implemented. ona

. per Mcf basis as part of the monthly purchased gas adjustment. Pending flow though of thetax

L reduction benefits fo its customers, Pierre Part will reflect a regulatory habihty on ﬁs baiance”

- sheet fortha reduce:d tax expense . - = - v

. Meanwhﬂe befsre proceedmg with t‘ne 1mplementatmn. Pzerre Pari is cgr_ztmumg to, ,
evaluate the tax reduction and its plans for flow through of benefits to customers to ensure that

. calculations and plans are appropriate and consistent with tax rules and regﬂaﬁoxzs and
_ reqmrem&nts of the Lomsmna Pubhc Semce Comssmn a,pphcabie to all of ’the junsdmtmn‘” -
. natural gas msmbutmn compames - : . :

In aonsxdemig the caiculation and nnpiementatmn steps o ﬁew back the tax reducﬁen. ‘
‘ ‘_ ,beneﬁts to ratepayers, P:erre Part has a number of questzons mcludmg as foilows 5 -

. Can the ﬁGW through of beneﬁts from the tax reductioﬁ to customers be '
. nnpiememed on anmcf basis? -

i 2) Can the ﬁow thmugh of beneﬁts :from the tax reducﬁon to custamers be subject . .
10 tme—ap, after aciual tax savmgs are cnnﬁrmeé at the end of the tax yea.r‘? : '

-:3) Wﬂi all of the naturai gas dismblm{m uﬁhﬁes be rcqmred to ﬂow the beneﬁtsr -
af the {ax reduotmn te customers as a dollar~f0r—doﬂar reducuon‘? ;

B DOeS Staff have any questmns or mFﬁI on Pxerre Part s anticipated approach‘ 7
- dlscussed abose ‘ , _ -

»Pzerre Part ioeks forward to werkmg wzth LPSC Staff 1o address the above questzons and

’ any add;tmna} wp}ementatmn steps in the LPSC Ruiema]mlg mit}ated on ﬂns mpm in Decket
R-34754 '
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LPSC COmmissioi;ers |
Melissa Watson

Lauren Temento
Paul Zimmering

 Lane Sisung.

-~ Pleaseletus }mow 1f you have any questzons or need addman v
- «Paxt regardmgthm matter - . . L

nfcnnahon from Pierre

Neyinlysouws,

_ NoelDarce .

fistilie Carteer
Comptroner "

o Pzerre Part Natural Gas Company, Inc
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Deferred Tax Analysis - Special
South Coast Gas Co., Inc.

Pierre Part Natural Gas Company, Inc.

Deferred Tax Asset (Liability)

: Timing
Component Difference @ 35% @ 21% Difference
Depreciation 162,860 (57,001) (34,201) {22,800)
Balance, 6/30/17 162,860 (57,001) (34,201) (22,800)
Journal Entries
Deferred Tax Expense 22,800
Deferred Income Taxes 22,800

Adjustment Calculation for tax savings through ADIT:

ADIT adjustment 22,800
Amortization period 25 years
912

Adjustment calculation for income shortfall with reduced ADIT:

ADIT adjustment 22,800
Amortization period 25 vyears
Additional Rate Base 912
Equity Ratio ' 65%

593
Allowed Return on Equity 10%
Shortfall 59

5,075 + 912 - 59 =5,928



