
r 

8 KENNETH G ATUN, P .A . 

T HOMAS F Wooos 
J OMN 0 CARLSON 

KATHRYN G W COWDIEAY 

W AYNE L 5cHIEF"£1A€1N 
A LEX D . 8Aitl(£1t 

Hand Deliyer 

GATLIN . Wooos, CARLSON 6 CowoiERY 
Anor11ey1 til lAw 

a partnership includina pro(euiooal auociationa 

The ...... ,.. 

17'1»-D .,.._ Dri" 
Ton • r. fllarWII 32301 

Deceaber 18, 1990 

T~ teo.tl 877·7 181 
Tn.a~ Ceo.ll e77-9031 

Mr . Steve Tribble, Director 
Division of Records and Reportin; 
Florida Public Service Ca.aiaaion 
101 East Gaines Street 
Tallahassee, PL 32399-0850 900991- w.s 

RE: Poinciana Utilitiea, Inc . 

Dear Mr. Tribble& 

Enclosed for filing plea•• find original and 15 copies of the 
Request of Poinciana Utilities, Inc . for approval of tariffs to 
permit qrossinq up of federal and atate inca.ea taxes on Advances 
for Construction and Contributions in Aid of Construction ( "CIAC" ) . 

Attached to the Request are Appendixes A-G as followsa 

Appendix 

Firat Revised Sheet Hoa. 36.1 and 36.2 
First Revised Sheet Hoa. 34 . 1 and 34.2 
Summery of Operation 
Inca.e Statement 
Estimated Inca.. Tax Liability 
Cash Forecast 
Times Interest Earned 

A 
B 
c 
D 
E 
F 
G 

Pl ease acknowledge receipt of this docu.ent by stamping the 
enclosed extra copy o f this letter and returning same to my 
attenti on. Thank you for your aaaiatance. 

BKG/ dc 
Enclosure 

Me!Mo~·· .. · .·~.~ 

~"d ) . 
F ·OU EAU OF RECOROS z::ol 

Very truly yours, 

Tf~ { ~r;J~ 
B. Kenneth Gatlin 

DOCUMENT NUtJ.BER-OATE 

1113 s ore 1s 1990 

FPSC-RECOROS/RCPORTmG 



POINCIANA 
U11LITIES INC. 

Deamber 13, 1~ 

Mr. Steve Tribble, DRc:u 
DiYiiDl cl Recada and R.eptxtq 
Florida Public Service Cmnn""'m 
101 East Gainea Street 
Tallahassee, fbida 320IJ9.(B'73 

Poinciana Utilitiea, Inc. ("PP•• •••• <Wtbe '0"'*11") il ........ • requindm Order No. 23S41, 
apprtMII cl tariffl tblt perDik die O•••MJ to ow•i • ... ...., b fednl ..S lillie inLune 
taxes oo AdYimcca fDr Oaeruc:daa _. Ow• I.._ .. M1 riO..uctiJn ('aAC'). A copy C'l 
the propcllt'Jd tlrill b bodl_. 8111 Ule I - F1J Dlt • Applw""• A llld 8. 

Poinciam ~ena about 3,100 aam-. Ita-* 1111, ....._, il JIIIMed b 60,(0) rai1a'*l 
Jots cl wbicb 1~ bl¥e Mter lilt nml 1 r r au ' I*)IDd 43,500 liMe ao lenice. Tbe IRa wll 
deYdop slowly. A pJd priJa rltbe ....... n d ....... DDt .ve a-.IIM fDr 10.21).30 
years in the futle. 

Became tbe a.,, • ., ._ DOt t.d the &wtrjel reiQ!Wdi to CIOIIIIn&:t the udily I) I' nw. it's t.ic 
prqp1liD is to baYe tbc clcw:lopDr lrwncle die at...._ exddw'liD or edvlocea tor COIIItrUdicn 
At Odober 31, 19IJO, tbe CXJIIIIb1ldiaD ...... ......, • illoM: 

Equity Capt&~ 
Long Term Debt 
Due Affiliates 

Pqa;nt 
8% 
4 

...1 
15 

..11 
100% 

Equity capital inc1udea Sl,SS6,(0) C'l Derelt free ......,. lrcm Poiriarw's .-m tblt wil be 
converted to paid-in-capilal pb to tbe eod C'l tbe ,_-. 

DCJCDDT tttJ4BER-OA TE 

11135 DEC 18 rBJ 
rPSC-a£CORDSiiEPORTING 



· Florida Public Service Co•u••iwioo 
December II, I~ 
Page 2 

If the company had paid taxes oo OAC in the past, the tax J11Y1DCD11 \\Wid baYe beat SII,~ 
resulting in noo-proctucq 8IICtl greata than tbe reYaJUe podt .... 8lletl • . . not the fmnula for 
a successful utility operatDl. The irWaDatm d'·<»* fac:ilitjea wiD CD1tinue to C"JICeed CUitDlner 

growth in the future. 

With reference to the construction d the utility system, the oo rite facilities are imtaBcd by 
developers and turned OYel' to the udity. acMmcea in aid d CXlllltrUCiion, the adYanoea to be repaid 
with contributions from future CUIDJD"L CaJtraJ pm.t a beq indally fundc:d by the Utility wilh 
the carrying oost eX the DODUied pol1iao beq fLnled by tbe clew:lcper. The financirw d the caJUaJ 
plants is repaid throuiJb cuRmJCI' C8pldty c:IBJea and udlity .... JleOl 

Poinciana is currently in a net eanJi1w1 JDIIk11 Ilk yean d opeaatiw Del. AI shown on 
Appendix C, the Canpany stiJ1 bas OYer three quartcn d a miDkln dollan rl ncptiYe retained 
earnings. Operations, theld'ore provide a limited ~ d capital to meet any tax payments related 
to CIAC 

There follows additiooal financial 1abb that lbow the rompany dots not baYe the financial resources 
to nme capital to pay taxes oo OAC 

Appendix D is an iname statement for the twdYe mood• ended Odoba' 31, I~ and the 
estimated calendar year d 1991. 1lae earoil9 !ault in a 7% return oo equity in 1991. 

Appendix E is the supportirw cxmputJdi.m for anne tara. The tax liability in 1991 would be 
$1, 195,<m, assurnirw the oompmy paid taxr.s 00 ClAC. 

Appendix F is a cash forecast that lihawl in aootbcr way the proNen• facirw the Canpany if it had 
to pay the tax on ClAC. With reference to 1991, the cash reodpa are $4,MS,<m primarily from 
advances in aid d construction from Avatar PJopel1iel. Wilb construction and refunds d advances 
cl $6,153,<m, thele il cash deficit d$~ If the eaqwu, had to pay taxes oo OAC. it's tax 
liability wouJd be an addiOOnaJ $1,463,(XX), with a cash deficit d $3,411,(0). 

As sOOwn, on Jl88C 1 d this Jette~', the outside capilal Dared in the Canpany today is SS,21(},(m 
If the Company had to pay taxr.s d $1,463,(0), the capilal bale would be increalcd about 28%. To 
invest such a large pmioo rl the Companys capital in~ 8lldl, when it hal insufficient 
money to ptoperly semce Cilisti•c capital, is not a IOUDd bulilal practice. 

Appetldix G shows the times ioterelt is earned under ~at operaboo. Lenden d kq term debt 
require a margin d safety normally two times iotaat ooo.uaee iDc1udirw the inta'cst on any new 
debt, as a oondition fur lei~ additbl81 capital As the table lboM, the Canpany cannot meet 
that staOOard, and raisina ~ term debt 00 JtM ..... taml would be difficult. 



Florida Public Setvice Cann,Phl 
December 11, 1990 
Page 3 

In swnmary, in Poinciana there is subllantial ka4 time m the iJwtallatirm d dilttbnion mains and 
coDection systems prior to customer utili:zation. Wrtbout a CUitmler ex- reYenue bale, there is no way 
to finance either the initial oonstructioo alit or tax liability aaodated with CIAC, let alene the annual 
capital coo associated with either. Having the developer fund both the oonstructioo alit and the 
taxes related to CIAC is the only feasible way to dcYclop this utility. 

The Company therefore requem 8pp'OY8I d fint reYilcd ~beet~ 36.1 and 36.2 ftx' ill water 
operations and first revised sheets 34.1 and 34.2 for its wastewater operations. that retain the fuO 
~up of taxes on CIAC 

AAR/cad 

Attachments 

Sin=dy, 

AA m 
FacutiYe V~ee President 
A Olid Opmlting Offia:r 



.. 
ADVANCI'.S FOR OONsntUCDON 

AND OON'I1UIUI10NS IN AID Of <XJNS'DlUCI10N 



Fnt ReYiled Sheet NoL 36.111Jd 36.2 

Fnt Reviled Sheet NoL 34.11Dd 34.2 

SummaJy d Opcndon 

lnoome Statemem 

EWnated IDame Ta Uablity 

Cash Forecast 

TilDeS Interest Earned 

A 

8 

c 
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F 

G 
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POINCIANA t.nUII1ES INC 
WATER 

FIRST REVISED SHEET NO. 36.1 
CANCELING ORIGINAL SHEET NO. 36.1 

TAX IMPAct Of AIJYMQI JOB OONIDUlCIJON 
AND CON'JJUBtlDONS IN AID Of CQNmtUCJJON f'CIAC') 

In accordance with Order No. 21.~1 illued 011 October 1, 1990 :n ~ No. 
860184-PU the Fbida Public ~ Canmilwicm adopted and 8pp'O't'td spedfic 
guidelines for a utility to administer in the cab•latim, roDectim, and reportirw c:i 
CIAC tax tiabilidca. Thil tariff pUvilioo is filed pursuant to the alxwe mentioned 
order. 

1) On and after January 1, 1991, tbe C<mpany will oollcct from deYeJopers and 
others who cmvey CRib miU paopcrty to the COIDJIU1Y u CIAC an &.mount 
equal to the tax implct c:i the OAC 

2) The an--up amount to be collec:ted lhaD be deterrninlrw -. the ~ 
fmnula; 

Dqeciable Plant (CP • (Cl" (1111..)• AR • .S)) 
•(11(1CIR)) 

Land ca..· (ll(tCIR»> 

Where: 

CP • Contributed plant BD4b' rontributed cash 
1L • Tax Ufe b' aXJtrbded plant 
AR = Aa:eleratcd Tax Rate 
CIR = Combined &:deral and state income tax rate 
a.. - Cmtributcd Land 

EFFECI1VE DATE: JANUARY 1, 1991 AAREEVESm 
VICE~IDENT 



POINOANA tJI1UI1ES INC. FIRST REVJSB) SHEET NO. 36.2 
WA1ER CANCELING ORIGINAL SHEET NO. 36.2 

3) The aAC ta impK:t IIIDCJUDtl.. deblliued in~ (2), will be 
depolited • recdYed inlo a fully funded beac=- tJearq aauw aa:ount, 
b&aal&ftu n:feued to • tbe 'aAC Ta 1rrprt N::t::Dd'. Monies in tbe 
<lAC Till lrrprt Aaullll wl be wkiDawn F.odbiy b the purpDIC rl 
..,.. that perioD ct 1be ..... i•wkd Fedrtal and s.e ixuDe till c:xpealle 
which il diecdy attriDible to tbe ClAC axwe)1ed to 1be Company. 

Annually, folowiw tbe p..-idao and fliW ci the Olllfufl amuaJ 
Federal and S.. aune ta n=tum1, a detlerll*•tm lball be ade by the 
pxn.w•iwioa • to tbe actual Fedaal and Slate iaxme tax c:qxae that is 
directly atiiL•"* 10 tbe receipt ci <lAC aAC tax impact IDOIDea 
recdw:d dwtlw tbe till )'all' dill are in ace~~ ci tbe Ktull amount ci <lAC 
tax cqxae, indt ... ina'at .-ned on IUdl ace~~ mr.,iel, will be n:funded 
on a po J1lla balia 10 tbe CDIII'biDI ct tbe aAC. The Company will 
maintain adecp""e !eCDidl.10 8CaJUIIt for tbe receipt, dcp.Wt, and witbdrawal 
ci aniea in tbe ClAC Tax .,..,., eiCI'OW earvnt A de« r led ltal~d rl 
tbe <lAC Ta lrrprt Aanmt. indl ... tbe ...... debminatioo eX !ld\81 
tax c:xpeme aarbable 10 tbe ClAC, wll be aDJ:ileed 10 tbe Fbida Public 
Scnice 0 MIMI 

1 
• r:rJ widJin 3() dl)'l afta' RdlnJ and stale tax returns have 

been filed. 

4) The amount rl ClAC 1111 impact DIOIDea aJIIeded by tbe Company wiD not 
be tmltrd • <lAC fi:Jr rate nwkq pul'JDCL 

AD deYdoper apeemcdl in which ClAC tax IIDD an: requftd shall indicate the 
amount ci IUdl DDiiea lepiJ1ddy from ada ClAC amountl required. • weD. the 
Ta Impact formula •filirq tbe appopriate wluel. The apancm will oontain an 
ccplanation rl the charJe b the bad rl tbe oontriJutm'. 

EFFECTIVE DAlE: J8DUBI)' 1, 1991 
AAREEVESW 
VICE PRFSIDENT 



WASIBWATIIl 
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POINOANA lJIUII1rS INC. FIRST REVISED SHEET NO. 34.1 
WASIEWATFR CANCE.JNG ORIGINAL SHEET NO. 34.1 

TAX IMPACT Of ADVANQIIIOR <DNS'JJUJCJJON 
AND CON1JIIIVDONS IN AID Of CQNS'JJUJCJJON CQAC') 

In aaxrdance with Order No. 23S41 illued 00 October 1, 19'.Xl in Dodcet No. 
860184-PU the Fbida Public SaW:e Ccl••nir'oo IIOOplrd and approwd speeD: 
guidclira b a utility to lldmi.-.a in the calculation, collecdon, and ~ d 
CIAC tax liabilities. 11il tiU'iff pcMii:m il filed purR1U1t to the aboYe meutiolaed 
ooicr. 

1) On and aftrz Jaruuy 1, 1991, the Qxnpmy will alllcct fnxn ~ and 
othen who OOl1Yef C8lb ~property to tbe axnpany • OAC an amount 
equal to the ta impact d the CAC 

2) The gna-up 8DO.Ult to be <Db:tcd shaD be~ using me~ 
formula: 

Land (CL • (~1-CI'R))) 

CP • Contributed plant andl<x' contributed cash 
1L - Tax Ufe fix' cmtributed plant 
AR • Aa::elerated Tax Rate 
CIR • CooJbined federal and state income tax rate 
a.. - Contributed Land 

EFFECI1VE DATE: JANUI' RY 1, 1991 A A REEVES ill 
VICE PRESIDENT 



POINCIANA tJI1UI'IFS INC 
WASTEWA'J'FR 

FIRST REVISED SHEET NO. 34.2 
CANCE.JNG ORIGINAL SHEET NO. 34.2 

3) The CIAC tax impact amom:111. as detenDoed in PantaraPh (2). will be 
depolited as receiYed into a fuly funded i111a'at bearq aaow aaount. 
heremafta referred to as tbc "'AC Ta Iqwt /vx:I:Nnr. Mcniel in the 
CIAC Tax Impact Aa:oont will be witbdaawu pea mira fly for the purpa11e d 
payq tim pxtioo d tbe ati••~ Federal aDd Slate iocane tax c:xpe111e 
which il direcdy attrbJcable to tbe OAC CDIYe)'ed to the Canpany. 

Annually, fDIIorq tbe peparadoo IDd f1H-. cl the Canpany'a annual 
Federal and s.ate ina me .til returm. a deteniDnadoo no be made by the 
QwJanili 11 • to the ICtUIJ PedlnJIDd State inaJme tBI ~IIC that il 
dftdJy atb'blllble to the receipt ct CAC. CAC ta impact monies 
m:eiYed cturq the til )'C8f that are in ea:aa d the actual amount d CAC 
tax cxpt"Jate, irdlwq beaeat earned oo IUCh c:llZII nniel, will be refunded 
on a pro rata balil 10 the CDIItrbdm d the CAC. The Qmpany will 
maintain adecp.me rew:da eo acoount for tbe ~ dep a, and withdrawal 
d DOJita in tbe aAC Ta Impact exrow 8CLWDt. A detailed statement d 
tbe OAC Ta lmpKt Acmunt, incllwq tbe IIIDBl detamicatioo of actual 
tax c:xprae aarhJtable eo tbe <lAC, will be IUb•lined to tbe Florida Public 
Service a ••• ,. Ill widBn 30 days aftez federal and Rate tax retwns haYe 
been filed. 

4) The amount d OAC tax impact morlics collected by the Canpany will not 
be treated as CIAC for rate nwtq purpoa. 

AD developer apanearll in which OAC tax manies are required shaD indicate the 
amount of such monies teparatdy from adler ClAC amounts required, as weD as the 
Tax Impaa fmnula utilizing tbe appopl'ila wla& The ~ will contain an 
explanation of the charge for the benefit of the oontrbltor. 

EFFECTIVE DAlE: January 1, 1991 
AARFEVESill 
VICE PRESIDENT 



Appendix c 

Poi1ti111 Utilitill, Inc. 
Suoury tf Openti111 

•-•• I ,._ 

UJ (2) 

1910 • (125,SI2)t 
1911 (128,5181 
•• 163,536 
1913 uu, ... , 
ltl4 ( 18,2731 
198S (33,3671 
1986 (33,523) 
1987 (54,555) 
1988 6,592 
19SCI S7,N 
10/90 l70,75S 

CIM,iiOJ 
U,OD,t98J 

(859,662) 
(971,131) 
(919,414) 

U,022,77U 
U,OS6,294J 
u,uo,a.~l 

U,lM,2S7J 
U,M7,01U 

(853,683) 
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Poinciana Utiliti11, IIC. 
Ir.co• Statunt 

tCOO 

hscrlpti• 
-

(1) 

Openti19 Rt\'1•11 

O,trttlllf ~ 
OptraUta lid .,,...._,. 
Dtpnciatloa 
TIIH, Otlltr 
laco• T11n 

Total Qptr&tllf £111•• 
Openti.. laco• 
Other IICNI 

Total IIC .. 

lottrttt and Othtr Cl&rfll 
Lont Ttra Dat 
Advacctt Froo Parnt C..,117 
Aaortz of Det uptntt 

Total lattrnt 1M ltilr CUrpt 

btt lnco11 

Appendix D 

10/90 12/91 
At tall Etti111dt 
····--- -----

(2) (3) 

t1,623 tt, 931 
---.-·-- ---------

1,176 1,371 
90 98 

178 241 

---·-- --·----
1,444 1,710 

179 221 
233 47~ ..,_ ___ -
412 695 

------- --------

149 lll 
ft7 363 
5 5 

-------- ---------
241 4ii 

----- --------
t17l t216 ----· ·······-
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Line 

1 
2 

3 

4 
5 
6 
7 
8 
9 

10 

11 

i 2 
13 
14 
15 

lb 
17 
18 

19 
20 
21 

22 

?o1ncian• Utilit ies , Inc. 
Estioattd Incoot Tax Li.-ility 
Assuting Coepany Paid T&rll on CIAC 

sooo 

Description 

----------------------------
(1) 

Operating R1~1nut1 
CIAC 

To h l 

Deduction 
Operating Expenses 
Dtprtciat ion-T&rts 
Taxes-Others 
Interest 
Reinburseatnt of Interest 

Total 

Taxable Incoq 

3tate Inc:ee Taxes 
Exe1ptions 
h u ble Inco11 
Incoa. Taxtsa S.SS 

F!deral lncoat Taxes 
Taxable Incooe 
Incoae Taxesa 341 

S~oaury 

State 
Federal 

Total- Current Taxts 

Appendix E 

10190 12/91 
ActUAl EtUutt --- ---------

(3) (4) 

tl,l23 tl,931 
1,662 3,891 -------- --------
3,285 5,822 

1,116 1,371 
815 1,029 
178 241 
241 479 

(233) (474) 
-------- ---

2,177 2,646 
----- ---------

1108 3176 

1108 3176 
61 175 

1,~7 3,001 
'356 1,020 

61 175 
356 1,020 -------- ______ , ____ 

t417 Sl,195 ......... ......... 



Appendix r 
-- . ·t. - : 

roiaci•n• Utilitits, Inc. 
C•sh Fortcut 
Assuaing Co•p•ny Piid TiXII on ClAC 

$000 

10/90 12/91 
1 i ne Dncription Actual Ettia•tl 

------------------------------ ------ ___ , ______ 

(1) (3) (41 

1 Source of Funds 
2 Net Inco1t • 171 t 216 
3 Dtprtciltlon 90 98 
4 Contributions 1,662 3,891 

-------- --------
5 Tohl 1,923 4,205 

---------- ---------

6 Application of F1_.1 
7 Construction 2,151 5,546 
8 Refund Adnncu 554 607 

-------- ------
q Tohl 2,712 6,153 

------- ---------

10 Cash Excess CDtficit l (789) (1 '9481 

1! :oxes on CifiC 417 1 , ~6j 

------- ---------
12 C•sh Eccess IDtficit l $ <1,206)$ C3,41U --- -··.,.-= 
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Po1 nci1na Ut i lititi1 Inc . 
Tiers Interest E1rntd 

tOOO 

Dncr iption 

-----------------------------------
(1) 

Operat ing Revenuts 

Oper1ting Exptnltl 
Optrition 1nd "'inttn1nc1 
Deprtd1tion 
Tues, Other 
Incott Tun 

Tot•l Oper1ting Exptnltl 

Operating IncoH 
Other I nco at 

Totd Incoat 

Interest ind Other Ch&rgtl 
Long Ttrt Dtht 
Ad~•nctl Froa P1r1nt Coep1n1 
Others 

Tohl lnttrtst 1nd Other Chargtl 

Interest E1rntd 

Appendix G 

10/90 12/91 
~etcul Estiaatt 

--------- ------
(3) (4) 

t1,623 11 ,931 
------------ ---------

1,116 1,371 
90 98 

118 241 

----- ----
1,444 1,710 

179 221 
233 4n 

---· . - --------
t412 1695 ......... : asaa::aa 

U49 Ull 
87 363 
0 0 

----- ---------
S236 s;7; ......... ·~···~~··· 

1. 75 1.47 ......... aaaaaaaaa 


