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• OKLAHOMA: In March 2018, ONG’s PBRC filing requested potential refunds including:
– A regulatory liability reflecting the revaluation of accumulated deferred income tax (ADIT) for the change in the federal income tax rate that 

will be returned to customers over an amortization period
– An additional $4.3 million liability for the estimated impact to customer rates for the period between January 9, 2018, and the date new rates 

are expected to go into effect

• KANSAS: KGS will accrue $14.1 million, as a regulatory liability – the portion of its revenue representing the difference between 
the 21 percent and 35 percent federal tax rate for 2018. KGS will establish a regulatory liability reflecting the revaluation of ADIT for 
the change in the federal income tax rate that will be returned to customers over an amortization period. Both of these items will be 
addressed in KGS’ next rate case

• TEXAS: Requests were approved in four TGS jurisdictions regarding treatment of tax reform:
– West Texas: $4.7 million decrease to rates and a one-time refund of $2.4 million 
– Rio Grande Valley: $1.6 million decrease to rates and a one-time refund of $0.4 million 
– Central Texas: $4.9 million decrease to rates and a one-time refund of $2.5 million
– Gulf Coast: $0.8 million decrease to rates and a one-time refund of $0.6 million 
– North Texas: $0.9 million decrease to rates and one-time refund of $0.7 million 
– Borger: $0.2 million decrease to rates and one-time refund of $0.1 million requested in August 2018

TAX REFORM – DETAIL BY STATE
Tax Cuts and Jobs Act of 2017
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• Goal: Minimize the gap between 
allowed and actual returns

RETURN ON EQUITY
Opportunity to Improve

7.4% 7.7% 7.9% 7.9%*

2015 2016 2017 2018G

* Reflects the midpoint of earnings guidance range of $3.25 per diluted share 
and the forecasted 2018 estimated average rate base of $3.36 billion.



44

RATE BASE
(MILLIONS)

RATE BASE PER 
CUSTOMER

AUTHORIZED
RATE OF 
RETURN

AUTHORIZED 
RETURN ON 

EQUITY

Oklahoma Natural Gas¹ $1,257 $1,447 7.225% 9-10%

Kansas Gas Service² $971 $1,533 N/A N/A

Texas Gas Service¹ $895 $1,353 7.3% 9.5%
¹ The rate base, authorized rate of return and authorized return on equity presented in this table are those from the last approved rate filings for 
each jurisdiction. These amounts are not necessarily indicative of current or future rate bases, rates of return or returns on equity.

² The most recent rate case was settled without a determination of rate base, return on equity or rate of return; rate base reflects Kansas Gas 
Service’s estimate of rate base contained within the settlement and subsequent GSRS filings.

REGULATORY INFORMATION
By State as of November 2018 - Authorized
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HIGHLIGHTS
Amount $29.995 million

Customer impact $2.96 per month increase for typical residential customer

Rate base $1.2 billion

Return on equity 9.5%  (midpoint of allowed band)

Common equity ratio* 60.5%

Debt costs 3.95%

Other • Continuation of Performance Based Rate Change (PBR) plan
• Regulatory asset for $2.4 million of separation costs

OKLAHOMA NATURAL GAS RATE CASE
New Rates Effective January 2016

* The initial common equity ratio will be 60.5 percent, unchanged from the original filed request. For each future PBRC filing, the maximum allowed common equity ratio will decrease by 1 percent beginning 
with a 59 percent common equity ratio in the 2017 PBRC review of calendar year 2016, and ending with a 56 percent common equity ratio in the 2020 PBRC review of calendar year 2019.
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HIGHLIGHTS
Base rates $45.6 million total increase, $42.7 million net increase (already recovering $2.9 million through GSRS)

Operating income ~$31 million annual impact, as filed

Customer impact $5.67 per month increase for average residential customer

Rate base $1.0 billion

Capital expenditures $179 million since the previous general rate case

Return on equity 10.0%

Common equity ratio 62.2%

Debt costs 3.94%

Other • Each 25 bps change in requested ROE results in a change of approximately $2.2 million
• Every 1% change in requested equity ratio results in a change of approximately $1.4 million

KANSAS GAS SERVICE RATE CASE
Filed June 29, 2018
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HIGHLIGHTS
Details • The agreement allows Kansas Gas Service to defer manufactured gas plant (MGP) costs for the investigation and 

remediation at the 12 former MGP sites incurred after January 1, 2017, up to a cap of $15.0 million, net of any related 
insurance recoveries and amortize approved costs in a future rate proceeding over a 15-year period

• The unamortized amounts will not be included in rate base or accumulate carrying charges
• At the time future investigation and remediation work, net of any related insurance recoveries, is expected to exceed 

$15.0 million, Kansas Gas Service will be required to file an application with the KCC for approval to increase the $15.0 
million cap

Estimated Costs A regulatory asset of approximately $5.9 million was recorded in the fourth quarter 2017 for estimated costs that were 
accrued at January 1, 2017

Status Approved November 2017

KANSAS GAS SERVICE
Accounting Authority Order
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• Currently operate 27 fueling stations 
accessible to the public, 5 private stations

• Currently transporting supply to 68 retail 
and 53 private CNG stations

• Rebate program in Oklahoma; Austin, Texas
• Industry

– Continued interest in CNG for transportation, 
particularly by fleet operators

– Tax incentives and rebates further contribute 
to positive economics

1.4 
2.0 2.3 2.5 2.6 

2013 2014 2015 2016 2017

CNG VOLUME 
DTH – MILLIONS

143 stations 
supplied

147 stations 
supplied

COMPRESSED NATURAL GAS (CNG)
Current Outlook

129 stations 
supplied

115 stations 
supplied

100 stations 
supplied

Note: Updated as of September 30, 2018
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ONE Gas has disclosed in this presentation cash flow from operations before changes in working capital and adjusted diluted earnings per 
share, which are non-GAAP financial measures. Cash flow from operations before changes in working capital and adjusted diluted 
earnings per share are used as measures of the company's financial performance. Cash flow from operations before changes in working 
capital is defined as net income adjusted for depreciation and amortization, deferred income taxes, and certain other noncash items. 
Adjusted diluted earnings per share is defined as diluted earnings per share excluding adoption of the share-based accounting standard, 
accounting authority order in Kansas and the impact of tax reform.

These non-GAAP financial measures described above are useful to investors as indicators of financial performance of the company's 
investments to generate cash flows sufficient to support our capital expenditure programs and pay dividends to our investors. ONE Gas 
cash flow from operations before changes in working capital should not be considered in isolation or as a substitute for net income or any 
other measure of financial performance presented in accordance with GAAP.

This non-GAAP financial measure excludes some, but not all, items that affect net income. Additionally, these calculations may not be 
comparable with similarly titled measures of other companies. A reconciliation of cash flow from operations before changes in working 
capital and adjusted diluted earnings per share are included in this presentation.

NON-GAAP INFORMATION



50

(MILLIONS)
UPDATED 

2018 
GUIDANCE

PREVIOUS 
2018 

GUIDANCE
CHANGE

Net Income $ 172 $ 162 $ 10

Depreciation and amortization 161 164 (3)

Deferred taxes 48 41 7

Other 16 13 3    

Cash flow from operations before changes in working capital $397 $380 $17

* Amounts shown are midpoints of ranges provided. 

CASH FLOW FROM OPERATIONS
Before Changes in Working Capital*


