
BEEORE 'IHE RJBLIC UTlLITIES CDMMISSIDN 

OF THE STATE OF SOJ'IH mIDTA 

IN 'IHE w.T1'ER OF THE RJBLIC ) 
UTlLITIES CDMMISSIDN INVESTIGATIDN ) 
IN'lO 'IHE EFFECTS OF THE 1986 TAX ) 
REEORM ACT ON SCIJ'IH mIDTA ) 
UTlLITIES. ) 

INTER.IM ORIBR 
(F-3647-1, -3, -4, 

-6, -7, -8, -9) 

On October 22, 1986, President Ronald Reagan signed into lcw the 'lax 
Reform Act of 1986 (TRA). '!he 'mA represents 01110 of the most oomprehensive 
changes in federal inCXJI11e tax legislation ever e1cacted. 'llle regulatory im­
plications of the 'IRA require the South rakota l'ublic Utilities Commission 
(Caamission) to examine present utility and teleCXJinmunication rates to deter­

Illire reasorable allavance for in=e tax expenses. 

In October, 1986, Staff of the Commission !began gathering information 
fran regulated utility and telerommunication oom1i;a.nies regarding the impi.ct 
of the 'IRA on present rates. During the last seven months, regulated com­
pi.nies have filed extensive information regarding the 'IRA. 

On June 18, 1987, Staff filed a motion nquesting the Commission to 
re::i:uire utility and telerommunication CXllllpinies to file a formal position 
with the Commission which would reflect the effects of the 'IRA and associated 
adjustments. Staff also re::i:uested that the Canmission e=t July 1, 1987 as 
the effective date for aey rate chang=s due to the 'ffiA if the Commission 
determires such changes are reoessary after a re11iew of the CXllllpiJ:W 1 s 
position. 

On June 24, 1987, the Commission heard Staff's Motion at a public com­
mission meeting at the State Capitol Buildin9 in Pierre, South rakota. 
Mr. Warren M:iy represented Montara-Dakota Utilities canpi.ey at the meeting 
and Mr. Larry Toll attended on tehalf of Nort:hwestj~rn Bell Telei:tiore canpi.ey. 
Staff was represented cy Ms. Diare Patrick, Assistant Attorney General. 

'llle Commission finds it has jurisdiction orer this matter due to the 
Commission's statutory obligation to establish fair and reasorable rates to 
be d!arg=d to South rakota utility and telemrmnunication custaners. SOCL 
Cl!ap:ers 49-31 and 49-34A. 

'!'he Commission also finds that the 'IRA which, anong other things, 
reduces the cnrporate tax rate fran 46% to 34% on July 1, 1987, will have an 
illlllediate, knam and measurable impi.ct on rates as of that date. 
Accordingly, aey reduction in rates charged ti:> South rakota utility and 
telecommunication custaners due to the 'IRA should have an effective date of 
July 1, 1987. 

'l'he Commission recngnizes the difficulty ut:ility and teleCXJlllffiLlnication 
compi.nies would have in implementing the 'ffiA rate chang=s cy July 1, 1987. 
Accordingly the Commission finds that canpinies should be given procedural 
alterratives to implement the 'IRA iffipict on irates. 'lllese ,alterratives 
include: 
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1. If a rompmy plans to initiate a rate case in the rear future, this 
investigation mey be closed and the implications of the 'IRA will be 
oonsid::red as IRrt of the rate proceeding. PrOITid::d, h011e11er, that 
aey adjustments based solely on the 'IRA will be effective July 1, 
1987. 

2. If a CX>IllIRl'!Y has only limited adjustment:s related to the 'lRA, the 
OOIDP'il'!Y will proceed within the prerent: rocket. 'llle CX>Ill!Rny and 
Staff will agree to a procedural schedule all011ing for CX>Ill!Rny to 
file its TRA position, staff to file a iresponding evaluation, oom­
:i;:e.ey to file reb.rt:tal and a :i;ossible settllanent oonferenoe and hear­
ing. Aflf adjustments based upon the 'lRl\ will be effective July 1, 
1987. 

3. If a =IRilY acoep:s the pr011isiom1 per books effect of the 'lRA, as 
set forth in Staff's motion, the romi;aey 1ID.all file tariffs reflect­
ing the cecrease subject to Canmission r•Niew. 'llle effective dates 
of the tariffs will be July 1, 1987. 

4. If a romi;any icentifies special cirClllllst:anoes or determires that a 
i;articular procedure would facilitate analysis of the imi;act of 'lRA, 
the romi;any should propose such other alternative to Staff and readl 
a stipulation regarding furtiler proceeding. 

'llle Canmission finds that romi;ani.es should notify the Commission cy 
July 15, 1987 of whidl alternative it has elected. If r~red, stipulations 
with Staff should be readied cy that date. Suen stipulations are subject to 
apprOITal cy the Canmission. 

A=rdingly, the Canmission finds that the p>rtion of the rates related 
to fed::ral inrome tax expense whid:l is oollected at a rate in excess of the 
'IRA after July 1, 1987, ffiall be oollected subje::t to refund pending deter­
mination of a romi;aey' s proposed offsetting adjustments to the 'lRl\. 

'llle Commission finds this procedure will berefit the public interest and 
assure rate:i;:e.yers that fair and reasonable rates are being changed cy 
reflecting the imi;act of the 'IRA on the effective date. 'llle Canmission fur­
ther finds that this procedure will berefit rompmies cy all011ing comi;ani.es 
to propose adjustments to the 'IRA imi;act prior to :implanenting a rate d:lange. 
'lllis will pre11ent rate:i;:e.yer' s oonfusion resultin9 fran several rate manges 
occuring within a short period of time. 

'llle prerent dockets assigned to ead:l rom:i;:e.ey are as follOl'ls: Minregasoo 
(F-3647-1); Northern States RMer CanIRny (F-36·~7-3); Black Hills RMer & 
Light Cani;aey (F-3647-4); Montana-Dakota Utiliti•:s Cani;a!"!'{ (F-3647-ii); IOlla 
Public Service cani;aey (F-3647-7); Northwestern Bell Tel.ei;ilore Cani;any 
(F-3647-8) ; Northern States R:lwer Cani;arq (F-3647-!~) • 

'llle Canmission therefore finds that Staff's Motion dated June 18, 1987 
should be granted as clarified cy tile oonditions e:t forth in this Orcer. It 
is therefore 

ORIERED, that Staff's Motion is herecy granted on the oonditions set 
forth in this Orcer; and it is 
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E'CJRJlIER ORIERED, that romp:mies shall notify the Canmission 1¥ July 15, 
1987 of which alternative it has elected; if rSiui:rnd stipulations with Staff 
shall be reached cy- July 15, 1987; such stipulations are subject to 
caamission appr011al; and it is 

FURIHER OOIERED, that the i;ortion of the rates related to federal income 
tax expenses which is a:>llected at a rate in excess of the 'IRA after July 1, 
1987 shall be oollected subject to reftmd pending determination of a CXllJt-' 
:i;aey' s proi;osed offsetting adjustments to the '1RA. 

Dated at Pierre, South Dakota, this .'.261'.taay of Jtme, 1987. 

BY ORIER OF THE CDMMISSION: 

~~l~ 
!ENNIS EISNAdl, <llainnan 

~µW~--
~SroFFERi'iHN, Canmissiorer 

/J 
/ I /t fK ~-~ l--1 , ~iA.1'-f,~ 

A. BU1 

( OFFICTAL SEAL) 
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