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BEFORE THE FLORIDA PUBL I C SERVI CE COC·1!1\ISSTON 

In re : Applica t ion of King sley Service ) 
Company i n Clay Counly for approval Lo ) 
increase service availability charges, ) 

DOCKET NO. 891316-WS 
ORDER NO . 23114 
I SSUED: 6-25-90 

pay i ncome taxes on CIAC rather than ) 
p ass them on to developer, and appro ve ) 
inclusion of its inveslmenl in income ) 
taxes in rate base . ) 

------------------------------------- ) 

The following Commissioners parli ctpated 
disposition o f this maLLer : 

MICHEAL McK. WILSON, Chairman 
THOl'tAS M. BEARD 

BETTY EASLEY 
GERALD L . GUNTER 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER GRANTING A REDUCTION IN CONTRIBUTED TAXE~ 
AND AUTHORIZING PREPAID CONTRIBUTED TAXES TO BE 

INCLUDED !N RATE BASE -

BY THE COl'~ISSION: 

1n Lhe 

NOT ICE IS HEREBY GI VEN by the Florida Public Service 
Commission tha t the aclio n di scussed heret o 1s prelim1naty 1n 

nalure and will b ecome fin a l unless a perso n whose in eresls 
are substantially affected files a petilion for Co rrnal 
proceedings pu rsu anl t o Rule 25-22 . 0 29 , Flor1da Administralive 
Code . 

BACKGROUND 

On November 20, 1989 , Kingl sey Service Company (Kingsl ' Y 

o r utility) filed a pelitio n r e questing an i nc r edse in ser vt ce 
availability c harges . It also r e quested authocizatton to pay 
the income taxes o n contribuli o ns - ln-aid-of-cons rue ton (CIAC) 
and to include i ts investment i n i ncome LcJxes 1n rale base. 
Kingsley filed an ame nded petilion o n t-1arch 5 , 1990. I n thts 
amended petition , t he utility o nly soughl a reduc lion in ils 

CIAC gross-up perce ntage and aut ho rizati o n to include prepdld -
CIAC tax es (debit deferred taxes ) 1n rate base . 
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Kingsley was authorized to collect the gross-up on CIAC by 
Commission Order No. 19938, issued September 7, 1988. The 
u t ility attributes a slowdown in its growth since thot date tv 
the adverse effect of t he CIAC tax o n t he econom1c feasibility 
of projects proposed by its developer customers. 

REDUCTION IN CIAC GROSS-UP 

I n o r der to lessen expenses incurred by ils devel oper 
customers, King s ley requested authorization to reduce the CIAC 
g ross-up from 59 . 566 percent to 25.17 percent . Kingsley lacks 
adequate cash flow to eliminate the collect1on of all CIAC 
gross-up . 

Kingsley ' s plant capacity charges are $147 for water and 
$300 for wastewater. Developers must also pay fot all o n-site 
facilities a nd off-site extensions . The 59 . 566 percent CIAC 
gross-up increases the chdrges an additlonal $1,309, resulting 

I 

in a tot.:! service availability charge of $3 ,506. A decrease I 
in the c:.~c g r oss-up to 25 . 17 percent will result in reduc ing 
this char~: by $756. This reduction results in a total service 
availability charge o f $ 2 , 750. 

We allow a u tility to decide whether it w1ll file for 
authority :c gross-up . Here , King s ley balanced i s cash Clo"' 
needs with competitive and economic realities w1thin 1ts 
service area . The result of this a nalysis was lf,a although 
the utility has insufficient cash flow to pay th' e ntire tax 
liabil i ty on CIAC , it will be to its economic benefit to pay a 
portion ~f t he tax. Kingsley believes that the result1ng 
reduction in the service availabil ity charge will encourage 
development and lead to an increased customer base within its 
service area. 

King s ley has proposed a reasonable solu 1on to its current 
economic needs. Therefo r e , we find it appropriate Lo approve 
the utility ' s req ues to file revised tariff sheets to reduce 
the CIAC gross-up percentage ftom 59.566 percent to 25 . 17 
percent. This reduction shall become effect1ve upon the 
revised tariff s heets bei ng approved and this Order becoming 
effective and fi nal. 

I NCLUSION OF PREPAID CIAC TAXES I N RATE BASE 

Kingsley requested authorization to account for the amount - I 
of the tax liability t hat it incurs on CIAC by charging the tax 
gross-up to a deferred income tax account . Since t he tax 
gross-up represents prepaid income taxes, the deferred tax 
account will be debited i n the amount of the gross-up . 
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The utility's deb it deferred income taxes will be reduced 
by the credit deferred taxes that result because of the timtnq 
differences associated with accelerated tax depreciat ion o n the 
contr i buted assets . The utility requested approval to include 
the balance remaining from Lime to time in the deferred income 
ta x accou n t as part of its rate base for ra emaking purposes. 
We find it appropriate to approve this treatment of the net 
deferred tax balance because it will not materially affect 
cus tomers . We have previously approved this treatment of the 
net deferred tax balance by Jacksonville Suburban U ili 1es in 
Orde r No. 21265 , issued May 22 . 1989. 

Ba sed o n t he foregoing , it is therefore 

ORDERED by the Flo rid a Public Service Commission that the 
amended petition of 
reduction in its CIAC 
to 25 . 17 percent and 
taxes in its rate base 

Kingsley Service Company requesling a 
gross-up percentage from 59.566 percent 

authorization to include prepaid CIAC 
is hereby granted. It is further 

ORDERED that those provisions of this Order, issued a s 
proposed agency act ion, shall become Ei na l. un 1 ess an 
appropriate petition in the ·Co r m provided by Rule 25-22. 
Florida Admini ~trative Code, is received by the Director, 
Division or Records and Repo rting at his office at 101 East 
Gaines Street , Tallahassee , Florida 32399-0870, by the dat~ 

set forth in the Notice of Further Proceedings b~low. It is 
futther 

ORDERED that King sley Service Company shall file revised 
tariff sheets to be effective upon being approved and this 
Order beoming effective and final. It is further 

ORDERED that , in the event no protes 
this docket shall be closed. 

By ORDER 
this 25th 

( S E A L ) 

ASD 

of the 
day of 

Florida 
June 

Public 

is timely ( i led, 

Se rv 1ce Commt ss ion 
199~0 __ 

Report ing 

- 71 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICI~REVIEW 

The Flo rida Public Service Commission is required by 
Section 120 . 59(4), Flo rida S ta t u tes , to notify part ies o f any 
admin i s trative hearing or judicia l review oC Commission o rders 
that is available under Sections 120.57 or 120.68, Florida 
Statutes , as well as the procedures and time limits that 
apply. This no tice s hould not be construed to mean all 
requests for a n administ r ative hearing or judicial rev1ew will 
be granted o r result in the relie f sought. 

Tl.e action proposed herei n is preliminary i n nature a nd 
will not become effect ive o r fi n aL , except as prov1ded b y Rule 
25-22 .0 29 , Flo rida Admini st r ati ve Code . Any perso n whose 
s u bstanti al interests are affected by t he action proposed by 
this order may file a petition for a formal proceeding , as 
prov ided by Ru le 25-22 . 0 29 (4), Florida Adm1n ist r ativc Code, in 
t he form provided by Rul C' 25-22 . 036 (7)( a) and (() , Florida 
AdminisLrative Code. Thi s petition must be received by t h e 
Director, Di ·• ision o f Reco rds a nd Reporting at his ofCice at 
101 Eas• GainC's Street , Tallaha ssee , Florida 32399-0870 , by t he 
c l ose of bu s iness o n July 16, 1990 

In the absence of such a petition , t hi s order shall b"'come 
effective o n the day s ubsequent to the above date as provided 
by Rule 25-22 . 029(6), F l o rida Admini st rat i ve Code, and as 
reflected in a s ubsequent o rder . 

Any objection o r protest filed i n thi s docket before the 
issuance date of this order is considered abandoned unl ess it 
satisfies the foregoi ng cond itions and 1s renewed within t he 
specified protest period . 

If th is o rder becomes final a nd effective o n the dat 
described above, any party adversely affected may request 
j ud icia l review by t he Florida Supreme Court in the case of an 
e lectric , gas or telephone utility o r by t he First District 
Court o f Appeal in the case of a water or sewer utility by 
f iling a no tice of appeal with the Dire~to r, D1v1sion of 
Records and Reporting and filing a copy of the notice of appeal 
a nd t he filing fee wi h t he appropriate court. This filing 
must be completed within thirty (30) days of t he effective date 
of t his o rde r , purs uan t to Rul e 9.110, F l orida Rules o f 

I 

I 

Appel la te Procedure. The notice of appeal mus t be in t he form _ I 
specified i n Rule 9.900(a), Flonda Rules of Appellate 
Proce dure. 
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