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OEI-ORE. THE FLORIDA PUBLIC SERIVCE COt-tMISSION 

In rc: Request for gross-up of 
cont[tbul ions in aid of construction 
(CIAC) tn Brevard County by l-1ALABAR 
WOODS UTILITIES, INC. (WS-90- 0007 
f1lcd 1/3/90) 

-- -------------
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) 
) 
) 
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DOCKET NO. 900019-WS 
ORDER NO . 2 2 7 3 7 
ISSUED : 3- 27-90 

The follow1ng Commissio ners par ticipated in t he disposi ion 
of this matter: 

MI CHAEL McK. WILSON, CHAIRMAN 
THOMAS t-1. BEARD 

BETTY EASLEY 
GFRALD L. GUNTER 
JOHN T. HERNDON 

ORDER APPROV IN_G ...B_EQUEST FOR APPROVAL OF 
GROSS-UP OF CIAC 

BY THf:- COl11-1ISS ION: 

Ma labar Ulill • ics, Inc . (Malabar o r Uti l ity) i s a utility 
whi c h wi 11 providu water and sewer service t o he public i n 
Brevard County . The Utility has requested authority Lo gross -up 
its contributl o ns - in-aid-of-construcLion (CIAC ) to o ff ie t t he 
Utx consc•quences of such co llect i o ns . The Utility's request is 
untque du t o the fact that it is no t actually in operation. 

GROSS-UP OF CIAC 

The Tax Reform Act of 1986 amended Sect ion 118(b) o f the 
In ernal Revenue Code, making CIAC paid to a utility by a 
developer ard othe r customers taxable i nc ome to the utility. In 
respono;e to thi s c hange in the tax law, in Order No. 16971, 
1ssued Decembc[ 18, 1986, we approved a methodo l ogy whereby 
ut1li ies could ) (f set the adverse econom1c impact to a utility 
due to 1ts collect t o n of CIAC . This methodo logy, referred to as 
gross up o r CI AC , petmtts util1ti es to collect the amount o f tax 
liabll1Ly crcd ed by t he co,llectio n of CI AC. Subseque n t to 1ts 
1mplemcn a ion 1n -986 , we have also attempted to establish 
qualt f ytng guidelines for a util i ty applying f o r gross- up o f 
CIAC. 
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In Proposed Agency Aclion Order No. 212 66, issued May 2 6 , 
1989, we said hal fo u r (4) criteria must be satisfied before a 
utility could qualify for gross - up of CIAC. First, we said that 
a ut ility must demonstrate the e x istence of an actual tax 
liabili t y resulting frorn the collect i on of CIAC . Second , a 
utili y musl d emonst rate that its existing cash !low is 
inadequate to meet the tax liabili t y created by such 
collection. Third, a uti li ty must include a statement 
accompanying its reques t t hat alternatives were considered and 
gross-up of CI AC 1s t he most effective alternative to lessen the 
tax 1mpact of co ll ecting CIAC. Finall y, a util it y mus t provide 
calculations of its interest c o verage ratio bo th with ond 
wtlhout ullltzing Lhe gross-up. Order No . 21266 was timely 
protested and 1s presently scheduled fo r an admini strati ve 
hear 1 ng. 

The Ut.:ilily's application was filed during t he pende ncy of 
the aforementioned hearing. The utilit y has al P.npted to meet 

I 

our proposed gross-up criter ia to the best of ll S ability, even I 
though certai n difficulties were created by t h ' fact that the 
Uli 1 ily is not o peratio n a 1. Upo n conside ration, we find that 
the Util ity's request to gross-up its CIAC is rea s.,nable and it 
i s , therefore , srproved. 

rt 1s, herefore, 

ORDERED by the Florida Public Service Commission that 
Malabar Ut llitles, Inc .' s request for approval t o gross-up 
conlribulions-i n-aicl-of-construction is hereby approved . It is 
further 

ORDERED h al lhc Utility s hall file revi sed tariff s heets 
refl ecting our dectsion herein. I t is f urther 

ORDERED hd this docket shall be closed . 

By ORDeR o f the F l orida Public Service Commission 
t hi s 27 th df\y o f 

HA~E;W2:-----
0ivision o~eco rjs and Repo rting 
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NOTICE OF f:!!RTHER PROCEEDINGS OR JUDICIAL REVJE\•1 

The Flortda Public Servtce Cornm1ssio n i s rcqutred by 
S c lln 120.59(4 ), Florida Statues, o notify pH 1cs o f any 
oldmints rat ive heartnq o r )udictal rev1~w of.- Commtsston orders 
that 1~ available under Sec i o ns 120 . 5 7 o r 120.68, Flori da 
Statutt!s, as wel l as the procedures and lime llmits lhat appl y . 
This notice should not be construed to mean all reque s ts for an 
admini s t ra i'Je hcartng o r judici al review wil' be granted o r 
r~sul 1n the reltcl sought. 

Any par y adversrl y affected by t he Commission' s final 
ac ion 1n thts matter m=J y request : 1) reconsideration of the 
dcctsion by f1l1ng d mo I on for reconsideration with the 
Director , Diviston o f Reco rds and Rcpo rttng wtthin fif een {15) 
days o f the issuu nce o f h1s order in Lhe for•'l prescnbed by 
Rul e 25-27..060, Florida Admi nistralivc Code; or 2 ) judicial 
review by he Florida Supreme Court in Lhe cas ' L an el~ctric , 

gc3$ o r tel ~phone utllily or t he Ftrst Dtsletct Court o f Appeal 
in lh~ case of "l water or sewer uli llly by fi llng a notice of 
.1ppeal w1•h the Director, Division of Reco rds and R·porling and 
filing a copy of the notice of appeal dnd the ftlinq fee with 
he • ppcoprt ate court. This filing must be corrpiC' c d within 
htrty (30) days afler t he Issuance of Lhis o rder , pursuc;nl to 

Rule 9. 110, Florida Rules -, f Appell ate Procedure. The not1ce of 
appal mus b in Lhe f o r m specified 1n Rule 9 . 900 ( a ), Flor ida 
Rul• s o t Appellate Procedure. 
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