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8£FOR£ TH£ PUBLIC SERVICE COMMISSION 

In re: Parkland Utilities, Inc., 
Petition to gross-up contributions­
in-aid-of-construction for the 
r&lated tax impact. 

) 
) 
) 
) 

Docket Ho. llll'll· WS 
__________________________________ ) 

PITITIOM POB GROSS-UP AQTBQRITX 

Parkland Utilities, Inc., (hereinafter 

"Petitioner", or the nutilityu), by and through its undersigned 

attorneys, hereby petitions the Florida Public Service Commission 

(hereinafter "Commission") to allow Parkland to gross-up all 

contributions-in-aid-of-construction (hereinafter "CIAC") for the 

related tax impact, and to allow interim authorit}' to gross-up CIAC 

for the related tax impact while final approval is pending bef~re 

the Commission, and in support thereof states: 

1. The name and address of the Petitioner in tnis matter is: 

Parkland Utilities, Inc. 
7501 s. Cypress Head Drive 
Parkland, Florida 33067-1299 
(305) 753-7900 

The legal representative of the Petitioner is: 

F. Marshall Deterding, £squire 
ROSE, SUNDSTROM & B£NTL£Y, P.A. 
2548 Blairstone Pines Drive 
~llah&ssee, Florida 32301 

(904) 877-6555 

2. The Petitioner's substantial interests are effected by 

the commissions's determination in that Parkland is a water and 

wastewater utility, regulated by the Florida Public service 

Commission under the provisions of Chapter 367, Florida statutes. 

Under the provisions ot Commission Order No. 23541 issued on 

October l, 1990, Parkland may not gross-up CIAC for the related tax 
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impact without first obtaining commission approval. 

3. There are no known disputed issues of material at this 

time. 

4. The ultimate facts alleged by the Petitioner h€rein are 

as follows: 

(a) It is anticipated that Parkland. will begin receiving 

substantial contributions immediately. 

(b) Attached hereto as Section 1 of Schedule No. 1 is a 

statement demonstrating that Parkland does not have an alternative 

source ot financing available to tund the taxes related to the 

receipt ot CIAC at a reasonable rate. 

(c) Attached hereto as Section II of Schedule Ho. 1 is 

a statement regarrling justification tor gross-up showing why 

Parkland needs gross-up and the facts and citcumstances which lead 

to that conclusi~n. 

(d) Included as Section III of Schedule Ho. 1 is ~ 

statement concerning the gross-up method selected ~nd the reasQns 

tor selection of that method. 

(e) Attached is Schedule Ko. 2, which demonstrates that 

an actual tax liability will exist on a regulated above-the-line 

ba: is once anticip~ted contributions are recognized, based upon the 

fiscal year ended February 28, 1993. on~ copy of the Utility•s tax 

return tor the fiscal year ended February 28, 1993, is al::.o 

attached as Bxbi)>i~ Ko. 1. Parkland has r-acently executf'ld a 

Developer Agreemen~ to provide water and sewer utili~y services to 

Transeastern Properties ot Florida, Inc. Under the terms ot that 
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Agreement, the Utility has a~reed to provide service to 341 ERCs to 

be developed by Transeastern over the next two to three years. 

Such service will result in a receipt of approximately $750,000 in 

CIAC. That Agreement has previously been filed with the 

commission. 

(f) ·rhe property of Transeastern to be developed under 

the terms of that September 1, 1993 Agreement, covers virtu~lly all 

of the undeveloped property within the existing certificated 

service territory of Parkland. As such, the authority for gross-up 

requested herein will for the most part effect NortheBstern and no 

other developers or persons within the certificated service 

territory of Parkland. 

(g) Under the ter~s of the September 1, 1993 Developer 

Agreement witl1 Transeastern, the Developer has agreed that the 

Utility cannot provide service to Developer's property without 

requiring a "gross-up" charge, that the Utility will apply to the 

Commission for authority to "gross-up", and thAt- the Developer will 

not oppose such application. In f~ct, Developer has specifically 

funded full gross-up, for all contributions-in-aid-of-construction 

to be provided by him, into an escrow account pending approval of 

such gross-up t. the commission. 

(h) The Utility anticipates a significant tax liability 

as result of the receipt of CIAC from Tranaeastern durinq ~994, 

1995, and 1996. 

(i) A calculation of the above-the-lihe ~nd below-the­

line depreciation and property taxes for the year ended February 
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28, 1993, is ~tt~ched hereto ~s Sch•4ule Ho. 3. 

(j) A schedule calculating the composite non-used and 

useful percentage&. And applyinq the percent~qes to the varicus 

cateqorieb of plant in service utili~ed in conjunction with the 

calculation of above and ~elow-the-line taxable income is attached 

hereto as 8cbe4ule Ko. c. 

(k) Attached hereto aJ Scbe4ule No. 5 is a statement of 

cash f~ows demonstrating that no net cash is av~1lable from 

operations to fund th~ t~x related to CIAC expected to be received 

over the coming years. 

(l) A st~tement of interest cov,.rage c~lculating a times 

interest earned (TIE) ratio is attached hereto as Schedule ~o. 6. 

Based upon the crit•ria established by the commis~ion 1 the 

Utility's times interest cover~ge level !~r the year ended December 

31, 1993, is expected to be a negativ-e 113.45, tar below the 

~inimum level of two times interest expense level proposed under 

Commission order No. 23541. 

{m) The tariff sheets I SAcozu:l Revised Sheet No. 2. 0 1 

First Revised Sheet No. 27.1, an~ First Revised Sheet No. 27.2, of 

the water tariff; and Third Revised Sheet Nt. 2.0 1 First Revised 

Sheet No. 23.1 1 and First Revised Sheet Ho. 23.2, of the sewer 

tariff of the Utility, aa proposed to implement the gross-up 

authority requested herein, are attached hereto as Bxbibit Nc. 2. 

(n) The Utility previously implemented gross-up in July 

l9S7, under the authority granted by Order No. 16971. When 

Commission Order No. 23541 waa issued, which required all those 
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utilities with existing gross-up authority to re-file for 

continuation of that authority, Parkland was not receiving any 

significant contributions. As such, the Utility did not file 

requesting continuati~n of the then existing gross-up authority. 

WHEREFORE, tor all ot the above-stated reasons, and based upon 

the information tiled herein, the Utility requests that this 

co~mission on an interim basis authorize Parkland Utili~ies, Inc., 

authority to gross-up CIAC for the related tax impact while the 

Commies ion considers the permanent. request for such authority. The 

Utility anticipates substantial CIAC will be received at the 

beginning ot 1994 and thereafter, and a~ such, the authority is 

necessary on an interim basis. Petition~r further request~ that 

this commiasion ultimately determine, based upon tht. criteria 

established in Order No. l3541, that P~rkland is in need of the 

gross-up authority to protect its long-term financial health, to 

eneure that the Utility can continue to provide servi9e as needed 

to its new customers upon demand, and to guard against substantial 

increases in rates due to an investment in tax, even if the Utility 

were able to fund such tax liabilities. 

Respectfully submitted this 
day of November, 1993, by: 

ROSE, SUNDSTROM & BENTLEY 
2548 Blairstone Pines Drive 
Tallahassee, Florida 32301 
{904) 877-6&\55 

-~ 
5 



SCHEDULED 

Schedule No. 1 

schedule No . 2 

Schedule No. 3 

Schedule No. 4 

Schedule No. 5 

Schedule No. 6 

EXHIBITS 

Exhibit No. 1 

Exhibit No. 2 

'l'AB'LI or COJI'l'ZJIT8 

Parkland Utilities. Inc. 

Statement Concerning Alternative Financing, 
Justification !or Gross-up and Method 
Selected. 

Demonstration of the Above-the-line Taxable 
Income. 

Above and Below-the-line Depreciation in 
Property Tax. 

Calculation of Composite Non - use and Useful 
Percentages. 

Statement of Cash Flows. 

Statement of Intereqt Coverage. 

Tax Return for the Fiscal Year Ended 
February 28 , 1993. 

Tariffs to ImpleMent Gross-up Authority. 
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Schedule 
Number 

1 

2 

3 

4 

5 

6 

Parkland Utilitle~. Inc. 
Special Report 

Application to Gross-up Contributions In Aid of Construction 

Page Description __ 

Accountants' Letter 

1 Statement of Alternative Financing Justification for Grou- up and 
Gross-up Method Selected. 

2 Demonstration of above the hne texable Income. 

3 Above and below the line dep.eelation and property tex. 

4-6 Calculation of composite non- used and useful percentage-. 

1 Statement of cash flows 

8 Statement of interest coverage. 



Cronin, Jackson, Nixon & Wilson 
CERT/F/£[) PV8LIC ACCOUNTANTS. P.A. 

lA/IlES L. CAR.LST£.0T. C.I.A. 
JOHN H. CRONIN. JR.. C.I.A. 
ROJtEifT H. JACICSON, C.I.A. 
.RENDA W. /llt/JARRON, C.I'.A. 
1101£/fTC. NIXON. CI'.A. 
HOU.Y JJ TOWH£1t C.I.A. 
JAUES L WIL.SOH. C.I'.A. 

Otticers and Directors 
Parkland Utilities, Inc. 

)J~Jh Gt!LF·TO.IA t' 101."11.• AIW 
SUITI: Ja, 

C. lEA /lWA TLR. FLORIDA 11<41$-4419 
(8(}) ~1~0)0 

November 16, 1993 

TELECOII£11 
ta/JI191·)61J} 

As t-equested, we have prepared the accompany lng special Report: 
of Parkland Utilities, Inc., c:onsistinq ot Schedt•len 1 through e. 
This report i• intended solely tor us~ as p~rt ot an application 
tor authority to gross-up contributions in Aid o! Construction 
{CIAC) tot the tax impact associated with the receipt of CIAC to 
be filed with the Florida Public Service Commission. 

We have not audited or reviewed this Spec1al Report and 
express no opinion or any other torm of assurance on it. 

CRONIN, ~ACKSON, NIXON & WILSON 
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Parkland Utilitiu, Inc. 
Statement of Alternative Financing. Justification For Gross·up 

and Gross·up Method Selected 

Alternative floancing 
No alternative for gross·up exists for Parkland Utilities, Inc., at a reasonable rate. The 
company receive& financing through non·interut bearing advancea from ila parent 
NARCO Realty, Inc:. Through February 2 B. 1993. auch odvancea totaled • 2. 383,2 38. 
Addlcionally, the parent Invested • 293,620 IS paid in capital in fiscal vpar 1993 to pay 
for addillonal Broward Countv wastev.ater capacity charges and eOvilnced S 10.679 
to fund operations. See OocJcet No. 920598·SU. Order No. PSC·92·0868·FOF·SU. 

For the fiscal year ended February 28. 1993. the com,Pany had negat1111 cash flow ol 
U,310 from operations. with the parent making up the shonfall with additional 
lnveatment mentioned above. At the same time. the company lost l$5.;,821) in 
calendar year 1992 and had an accumulated deficit or ($1,422,8681. Therefore, the 
company does not believe that financing for any reason Is available. much less to pay 
for Income taxes on CIAC. Even if financing could be obtained, the interest rate would 
in all likelihood be unreasonable. 

II Justiticcltioo 
Parkland Utilities, Inc. needs to gross-up for the following reasons: 

(l I Th• cornpanv will have a significant income tax liability as 
demonstrated on Schedule No. :.! . 

(21 Cash !low is not available. and the company has survived only by 
support from its parent. 

l31 The company continues to accumulate l~sses. even !hough nC' interest 
is c:harged on borrowings from its parent. 

141 lntetest coverage wa! negative 113.45 limes. even though interest 
expense wu minimal. 

!Sl Borrowing, if available at all, could n1 · be obtained at a reasonabltl 
rata. 

(61 Full gross·up is the least costly alternative available. siuce gross·ul) 
funds will be provided at no cost to the company. 

171 Full gross·up wtll not result 1n a competitive disadvancage due '" the 
level of "rvice availability chargu imposed by surrounding utility 
ayatems. 

Ill Gron·vq mathgd atlectod 
Tha cornp•nv rtQU .. tl approval or the lull grou·up method uue to 1ts poor financial 
condition end ease of •dministration. 

Schedule No. 1 
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Patkland Utilities. Inc. 
Schedule Demonstrating Actui\J 1-bove the Une Taxable Income 

Fiscal Year End<KI February 28, 1993 

Yeat 
Ended Pr,lormo 

Above the line taxable lncomo 2/28/93 
Proforma 
Balance Adjustments 

Grou r~elpts/saleo (line 1) $ 410,855 $ -m.e5s 
Deductions: 
Bad debts 329 329 
Rent 44 44 
Taxes (property) (Schedule No. 3) 15,306 15,306 
lnter~t 994 994 
Oepreclauon (Schedule No. 3) 135,453 135,453 
Other deductions: 

Chemicals 24.531 24,531 
Contractual s rvicee 144,379 144,379 
Insurance 3.180 3,180 
Materials & supplies 109.554 109,554 
Miscellaneous 1.332 7,332 
T ran sportatlon 412 412 

441,514 ~4_!.514 

Above the line income before CIAC (30,659) (30,659) 
T &Kable CIAC (note 1) '744,450 744,450 

T olal above the line taxable income (loss) 
Below tht line taxaole !"\com. (loss) 

(30,659) 744.450 713, 7~J 

T a.es (property) (Schedule No. 3) 14,524 14,524 
Oeprec:iation (Schedule No. 3} 
Other deductions: 

12A,537 128,537 

Contractual seTVices (management 
fees/legal expense) 70,810 70,810 

Transportation 7.668 7,668 
221 .539 '221,539 

T otaJ be/ow thEI line taxable income (loss) (221 ,53") (2~.539) 

Total taxable Income (loss) $ (221 ,5'39) $ 744,450 $ 522,911 

Note (1 ): On September I, 1993, the utility signed a developer agreemqnt with Transeastern Proper1it-s 
of South Florida. Inc. (Developer) . Developer has reseiVed capacity tor 341 water a11d sewer 
ERC's and will pay plant CtSpac:ity charges total ing $494.450. Developer will also contnbuto 
on-site and off- site fac:llltiea at en estimated cost of $250,000. In addition. Developer hns 
llgreed to pay the tax Impact (gross - up) assoc•ated w1lh the contribut ion!~ discussed abovo. 
subject to regulatory approval by rhe Commission. Receipt of contubullons pursuant to the 
agreemont wltl create significant above the line taxable 1ncome In flscaJ yeat 1994 

Schedule No 2 
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Patkland Utilities. Inc 
Above and Below the Une -.~epreciation ond P1oparty Taxes 

Q•prtcld2D 
Total tax dtpreciaUon $ 263,990 
Composite non-used & useful percentage (Schedule No. 4) 0.4869% 

Below the line depreciation expense s 128L537 
==s;._~ 

Abov• the line depr•ciation expense $ 135,453 

II Prop•rty Taxes 
Total personal property tax 29.830 
Composite. non- used & useful percentago (Schedule No. 4) 0~ 

Below the line depreciation expense s 14,524 
_ .:;:a 

Above the line depreciation expense s 15,306 

Schedule No 3 
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Parkland Utilities, Inc. 
Calculation of Composite N«" 1-used & Uo;etul Percentage 

Year Ended December 31 , 1992 

(A) Used and useful percentages 
Water 
(1) Treatm!nt plant 

(2) 

Sewer 

Five day averag£' peak 11ow { ~pril 1992) (mgd) 

Treelment plant capacity 

Percent used 11 useful 
Percent non- used & useful 

Tol.ll 

Transmission and distributi.QD_plant 
Total active connections 

Total developed connections 

Percent used & useful 
Percent non-used & useful 

Total 

(1) Tr,atmen( plant 

0.208 

===0:=:.800 

26.00% 
74.00 

100.00% 

886 - --~ - . 

52.48% 
47.52% 

_.' 00.00% 

All sewage treatment is purchased from Broward County. Tho cost 
of the .100 mgd treatment plant is still on the books. but 1s 
100% non-used and useful 

(2) Collection plant 
TotaJ active connections 

Total developed connections 

Percent used & useful 
Perc•nt non- used & vselul 

To tar 

-4-

463 - - __.;.-=-~-

886 

52.26% 
47.74% 

100.00% -=--

Schedule No. 4 
Page 1 of 3 
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Parkland Utili'ies. Inc. 
Calculation of Composite Non- used & Uselul P~rconlage 

Year Ended December 31 , 1992 

(B) Amount non-used & useful 
Water 
(1) Treatmel"\t plant 

Acct. II 
304 
307 
309 
311 
320 

Structures & Improvements 
Wells & springs 
Supply mains 
Pumping equipment 
Wo.ter treatment equipment 

Percent non- used & useful per above 

Amount non- used & useful 

(2) Transmi!!!g_n & distribution elant 
331 Transmission & distribution mains 
335 Hydrants 

Perce,lt non- used & useful per above 

Amount non-used & useful 

Sewer 
(1) Treatment plant 

354 Structures & improvements 
380 Treatment & disposal equ1pment 
389 Other treatment plant 

Percent non-used & useful per above 

Amount non-uud & useful 

(2) Collection plant 
360 Collection sewers - force 
361 Collectll sewers gravity 
362 Special collection structures 
364 Flow measuring d&vices 
370 Receiving wells 

Percent non- ustd & llseful per above 

Amount non-used & useful 

-5-

Cost 
$ 95.055 

36,475 
10,000 
2.547 

394,293 
538,370 

74% 
-~--

$ 398,3~4 

s 574,412. 
~6.400 
610,872 
47.52% 

s 290.25~ 

s 75,945 
113,755 

493 
190,193 

100% 

s 190,193 

~ 1.253,166 
440.417 
140,868 

h),OOO 
206,862 

2.051,31-3 
47.74% ---

$ 979,297 

Schedule No. 4 
Page 2 of 3 
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(C) 

Parkland Utilities, Inc 
Calculation of Composite Non- used & Useful Percentage 

Year Ended December 31 , 1992 

Composite non-used & useful percentage 

Total non-used & useful plant, per above: 
Water tre~b'nent plant 
Water transmission & distribution plant 
s.~wer treatment plant 
Sewer collection plant 

Total non-used & useful plant 

Total depreciable plant 
water 
Sewer 

Total 

Composite non-used & useful percentage 

- 6 -

$ 398,394 
290 258 
,90 ,193 
979,297 

$ 1,858,142 -

$ 1,235,035 
2.580,981 

s ;!,8 16,0 16 
-=--==---

48 69% -- -= 

Schedule No 4 
Page 3 of 3 
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Parkland UtJiities, Inc. 

Statement of Cas' Flows 
For the Fiscal Year Ended February 28, 1993 

Cash flows from ?peratlng activities: 
Cash paid from customers 
Cash paid for operations 
Cash paid for taxes other than Income 
Cash paid for Interest 

Net cash used for operating activities 

Cash flows used for Investing activities: 
Capital c..<pen<:!itures for plant 

Cash flows from financing activities: 
Addition;;..! borrowings 
Cash capital contributions 

Net cash prov,ded by financing activities 

Increase In cash 

Cash balanr.:e, beginning of year 

Cash balance, end of year 

Reconcilia'lion of net loss to net cash used for 
operating activities: 

Net loss 
Adjustments to reconcile net loss to net cash 

used for op.erating activities: 
Depreciation 
Write~ off bad debt 
Changes In assets and liabilities. 

Increase in customer accounts receivable 
Decrease In prepaid and other receivables 
Dec ase In j:lCcounts payable 
Increase in accrued taxes other than income 
Increase in accrued interest 

TotaJ adjustments 

Net cash used for operating activities 

-1-

$ 397,468 
(373,906) 

(25,145) 
(7271 

(2,31C) 

- (235,300} 

10,679 
283,620 

__ 2~~.2~!!-

56,689 

0 

$ 56689 
""--'~= 

$ (43,956) 

55,758 
329 

( 13,::187) 
812 

(6,808) 
4,685 

267 

41,656 

s l~~310J 

Schedule No. 5 
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Net loss per 1992 annual report 
Add: Interest expense 

Parkland Utilities, Inc. 
Statement of Interest Coverage 
Year Ended Lecember 31, 1 ~93 

Income (loss) before taxes and Interest (1) 

Divide by Interest expense 

Times Interest earned 

Minimum coverage requlremerat adopted by the Commission 

Note (1 ): No provisions for income tax expense was made due to the net 
loss incurred. 

-e-

$ (54,821) 
479 

_$ _ _ 5.._.4 ~) 

' ---- 47~-: 
$ {113.45) 

s 2 
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PARXLANO UTILITIES, JNC. 

PETITION TO GROSS-UP CIAC 

Tariffs to Implement cross-up Authority 

EXHIBIT 2 



PARXLAND UTILITIES,~C. 
WATER TARIFF W 

SECOND RE~D SHEET NO. 2.0 
CANCELS FIRST REV~D SHEET HO. 2.~ 

•.a'I'U 'I'ARIJ'J' 
'I'ABLJI OF CONTEN'l'S 

community Served Listing 

Index ot 

Rate a~d Charqes Schedules . 

Rules and Regulations 

Service Availability Policy 

standard Forms 

Technical Terms and Abbreviations 

Territory served 

Tax Impact of CIAC 

Sh~et 
Number 

• . H\A 

16.0 

• 6.0 - 7.0 

26.0 

21.0 

5.0- 5.1 

3.0 - 4.0 

•.••• 27.1 - 27.2 

RON HUNt;~ 
ISSUING OFFICER 

VICE PRI;SlDJ;NI 
TITLE 



PARKLAND UTILITIES,~C. 
WATER TARIFF W' 

FIRST REVISE~EET HO. 27.1 
CANCELS ORIGINA~HEET NO. 27.1 

,.U IMPACT O'f CIAC 

Prior to the Con~ressional Tax Reform Act of 1986, Stiction 
118(b) of the Internal Revenue Code provided for the exclusion ot 
certain types of Contributions in Aid of Construction (CIAC) from 
the taxable income of a corporate utility. such a~nount.; were, 
therefore, tax exempt. 

However, pursuant to the con~reaaional Tax Reform Act of 1986, 
section ~18 (b) was aeended to reclassify ClAC (both cash and 
property) as taxable source of revenue, effective 3anuary 1, 1987. 
The net result of this action is that a utility which is a 
corporation must now pay income t~x on the CIAC it collects. 

Since the amount of this ad~itional tax liability l~ directly 
attributable to the contributors (developers, builders, etc.) of 
the CIAC, the utility is required to collect this amount !rom those 
contributors. 

Therefore, in accordance with Order No. 16971 issued on 
Decembe.c 18, 1986 in Docket No. 860184-PU, the Public Service 
Commission adopted and ordered specific guide~ines tor a utility to 
administer in the calculation, collection, and reporting of CIAC 
tax liabilities as follows: 

1) On and after January 1, 1987, utilities may collect from 
developers and others who convey cash and/or pro~grty to a utilit.y 
as CIAC, an amount equal to the tax impact of the CI~C . 

2) The tax impact amount to be collected shall be determined 
baaed upon use of the marginal rate of Feoeral and State corporate 
income tak rrlated to the value o! all property and cash 
contributions included in taxable income of the utility, including 
that tax applicable to the gross-up funds themselves, or "tax on 
tax" effect. The first year•s tax depreciation benefits on all 
property contributions shall be utilized to reduce the tax imp~ct 
collected. 

The tax impact at~~ount to be collected shall be determined 
using the following formula: 

lUll GrOll Up: 

Depreciable Plant: (CP-(CP*(l/TL)*AR*.5)) 
*(1/ (1-CTR)) 

(CL*(1/(1-CTR))) Land (or cash): 

Where: 
CP -TL -
AR -
CTR -CL '"' 

EFFECTIVE DATE: 

TYPE OF FILING: 

cont1ibuted plant 
Tax life tor contributed pl~nt 
Accelerated tax rate 
Combined tederal and state tax inc ome tax rate 
Contributed land 

CIAC 

RON NUNES 
Isauinq Officer 

VICE PRESIPEHT 
TITLE 



PARKLAND UTILITIES,~C. 
WATER TARIFF W 

FIRST REVISE~EET NO. 27.2 
CANCELS ORIGINA~HEET NO. 27.2 

3) The CIAC tax impact amounts, aa determined in Par~graph 
(2), shall be deposited as received into a tully funded interest 
bearing escrow account, hereinafter referred to as the "CIAC Tax 
Impact Account." Monies in the CIAC Ta~: Impact Account may be 
withdrawn periodically for the purpose of paying that portion of 
the estimated Federal and State income tax expense which is 
directly attributable to the CIAC conveyed to the utility. 
Annually, following the preparation and f !ling of the utility • a 
annual Federal and State income tax returns, a determination shall 
be made by the commission as to the actual Federal and State income 
tax expense that is directly attributable to the receipt of CIAC. 
CIAC tax impact monies received during the tax year that are in 
excess of the actual amount of CIAC tax expense, includi~~ interest 
earned on such excess monies, shall be refunded on a pro rata baais 
to the contributors of the CIAC. The utility shall maintain 
adequate records to account for the receipt, deposit, and 
withdrawal ot ~onies in the CIAC Tax Impact escrow account. A 
detailed statement of the CIAC Tax Impact Account, 1ncluding the 
annual determination of actual tax expense attributable to the 
receipt of CIAC, shall be submitted as a part of the utility's 
annual report. The utility shall sub111it all information in 
accordance with the requirements established by the Commission. 

4) The amount of CIAC tax impact monies collected by a 
utility shall not be treated as CIAC for ratemaking purpuses. 

All developer agreements in which CIAC tax monies are required 
shall indicate the amount of such monies separately from any other 
CIAC amount required, as well as the Tax Impact formula utilizing 
the appropriate values. The agreement should also contain an 
explanation ot the charge for the benefit of the contributor. 

EFFECTIVE DATE: 

TYPE OF FILING: CIAC 

RON NUNES 
ISSUING OFFICER 

VICE PRESIPtrtl:.. 
TITLE 



P~LAND UTILITIES,~C. 
SEWER TARIPP W' 

THIRD R~u SHEET NO. 2.0 
CANCELS SECOND REV!IED SHEET NO. 2.0 

SBWD ,.U.IFF 
'l'ABLB OF CON'I'Bif'T8 

Sheet 
Number 

Community Served Listinq 

Index ot 

. . . . . . . . . . . . . . . . • . N\A 

Rate and Charges Schedules • 

Rules and Regulations 

Service Availability Policy 

Standard Forms . . . . . 
Technical Terms and Abbreviations 

Territory served 

Tax Impact of CIAC 

15.0 

. 6.o - -;.o 

. . . ;. . . . 22.0 

. . . 18.0 

5.0- 5.1 

J.O - 4.0 

• 23.1 - 23.2 

RON NllNES 
ISSUING OFFICER 

VICE PRESIDENT 
TITLE 



PARKLAND UTILITIES,~C. 
SEWER TARIFF W 

FIRST REVISE~EET NO. 23.1 
CANCELS ORIGINA~HEET NO. 23.1 

TA% IHPAC~ 0~ CIAC 

Prior to the Congressional Tax Reform Act of 1986, Se~tion 
ll8(b) ot the Internal Revenue Cocte provided tor the exclusion of 
certain types of contributions in Aid of construction (CIAC) from 
the taxable income of a corporate uti 1 it y. such amounts were, 
therefore, tax exempt. 

However, pursuant to the Congressional Tax Reform Act of 1986, 
section 118 (b) was amended to reclassify CIAC (both cash and 
property) as taxable source of revenue, effective January 1, 1987. 
The net result of this action is that a utility which is a 
corporation must now pay income tax on the CIAC it collects. 

Since the amount of this additional tax liability is directly 
attributable to the contributors (developers, builders, etc.} of 
the CIAC, the utility is required to collect this amount from those 
contributurs. 

Therefore, in accordance with Order No. 16971 issuP.d on 
December 18, 1986 in Docket No. 860184-PU, the Public Service 
Commissio"'. adopted and ordered specific 9l'idelines for a utility to 
administer in the calculation, collection, and reporting of CIAC 
tax liabilities as follows: 

l) On and after January 1, 1987, utilities may collect from 
developers and others who convey ~ash and/or property to a utility 
as CIAC, an amount equal to the tax impa:t of the CIAC. 

2) The tax impact amount to be collected shall be determined 
based upon use of the marginal rate of Federal and State corporate 
income tax related to the value of all property and cdsh 
contributions included in taxable income of the utility, including 
that tax applicable to the gross-up funds themselves, or .. tax on 
taxw effect. The first year's tax depreciation benefits on all 
property contributions shall be uti!ized to reduc~ the tax impact 
collected. 

The tax impact amount to be collected shall be determined 
usin9 the following formula: 

lUll GrOll Qp; 

Depreciable Plant: (CP-(~P*(1/TL)*AR•.5)) 
*(1/(1-CTR)) 

(CL*(l/(1-CTR)}) Land (or cash): 

Where: 
CP ... 
TL -AR -CTR -
CL .. 

EFFECTIVE DATE: 

TYPE OF FILING: 

contributed plant 
Tax life for contributed plant 
Accelerated tax rate 
Combined federal and state tax income tax rate 
Contributed land 
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3) The CIAC tax impact amounts, as determined in Paragraph 
(2), shall be deposited as received into a fully funded interest 
bearing escrow account, hereinafter referred to as the "CIAC Tax 
Impact Account." Monies in the CIAC Tax Impact Account 111ay be 
withdrawn periodically foe the purpose of paying that portion of 
the estimated Federal and State inco111e tax expense which is 
directly attributable to the CIAC conveyed to the utility. 
Annually, following the preparation and tiling of the utility's 
annual Federal and State income tax returns, a determination shall 
be made by the commission as to the actual Federal and State income 
tax expense that is directly attributable to the receipt of CIAC. 
CIAC tax impact monies received during the tax year that are in 
excess of the actual amount o! CIAC tax expense, including interest 
earned on such excese monies, shall be refunded on a pro r4ta basis 
to the contributors of the CIAC. The utility shall maintain 
adequate records to account for the receipt. deposit, and 
withdrawal of monies in the CIAC Tax Impact escrow account. A 
detailed statement of the CIAC Tax Impact Account, including the 
annual determination of actual tax expense attributable to the 
receipt of CIAC, shall be submitted as a part of the utility • s 
annual report. The utility shall submit all information in 
accordance with the requirements established by the Commission. 

4) The 311\ount ot CIAC tax impact monies col.:..lcted by a 
utility shall not be treated as CIAC for ratemaking purpo~es. 

All developer agreements in which CIAC tax monies are required 
shall indicate the amount of such monies separately from any other 
CIAC amount re1uired, as wsll as the Tax Impact formula utilizing 
the appropriate values. The agreement should also contain an 
explanation of the charge tor the benefit of the contributor. 
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