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9J~ui~, .Y;u;, 
8001 Pa.rblde Drive, Paridand, FL33067 

Phone (305) 153-7906, 7903,9550 
Fax (305) 344·99&"3, 341·8491 

Public Service Co.111111ission 
2540 ShUII.ard Oak Boulevard 
Tallahassee, FL. 32399 
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RB: Workshop on Gross-up or Contribut! ons in Aid or Construction 

Dear C~issioners, 

1'or this Workahop. I propose that you consider an alternative to the 
current treatment of CIAC tor tax purposes. 

Our goal is to keep the Utilities whole and not burden the rate pay~rs 
with any tax on CIAC , now or in the future. I believe that the entir~ 
tax burden created by the 1986 cha.nges in the tax laws should be born 
by the contributors ot CIAC, 

My reoo111111endation is that full Gross-u1, be allowed on all CIAC. These 
amounts would accounted tor as Deferre•l Tax Credit. There would not 
be any above or below line analyses, nur would there be any need for 
refunds. Bvery dollar or taxable income 18 effect ed by the receipt 
and reportina ot ClAC as taxable income. The year or receipt. the 
year or payment -or tax or the operating profit or loss of the 
utility's operat1ona do not errect the tact that at some point there 
is a tax impact by the taxability or CIAC income. Any NOL car ry 
forward or operatina loss that is used to offset ClAC income results 
in a cash shortfall sometime in the future to pay for taxes. thus 
placing the burden on the user rates. 

The establishment or capacity charges is where this concept works 
well. Bad the PSC recognized the tull tax possibility in establishing 
capacity charges, they could have included the tax in the Utility • s 
capacity tee. No further analysis, reservation or accounting would be 
necesaary . Collec~1ng the tax with the charge a~sures that 
operations, and thereby rates, would not be impacted by the taxability 
ot CIAC income. If there is any effect on rates by the depreciation 
ot CIAC wherein tax is collected, that would be best ana lyzed during 
rate settina. 

'RI• following is a simplified illustration of why the effects or 
operations should not be considered with Gross -up on CIAC: 
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EAG Let ' s assume &n above the line operating income over five 

--¥BAR 1995 1996 1£97 19JHh .• 1999 
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The following adds CIAC of 26,000 in the first 
YBAR 1995 1996 1997 1998 
Profit (Z5,000) (20,000) 5,000 10, 000 
CIAC 25,1)00 26,000 0 0 
NOL carry 0 0 0 0 
Taxable Income 0 5,000 6.000 10.000 

two years: 
1999 TOTAL 

30.000 0 
0 50,000 
0 

30,000 50,000 

In 1995 ·there ia no taxable i ncome an(! therefore Gross-up on ClAC 
would be refunded under the currently establis hed procedure. 

In 1996 there is 5,000 in taxable income, and the gro•s-up on 20 , 0,1 
would be refunded under the current!~ established procedure 

In 1997 there is 6,000 in taxable income. While clearly the receipt 
of CIAC in 1995 is causina the tax liability, the money to pay this 
tax has been refunded . By the end ot this example, the Utility and 
rate P&)'ers would be burdened with tax on 145,000 that the contributor 
of the CIAC should be paying. I feel that the Utility should have 
retained the Cross-up and had the cash available to pay for the ta~ 
when tte liability actually occurs. 

I hope these comments and the result~ ot this Workshop lead to a 
simplification ot the process. clarification ot the responsible party 
to pay tor its tax iapaot and the needed protection tor t he Utilities 
and rate payers. 

Thank You . 

Sincerely, 
Parkland Utilities. Inc. 
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I)IVlSION OF RECORDS AND REPORTING t 
1 
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DIVISION OF ~GAL SERVICES (ERSTLING)~ 

UNDOCKETED - EXAMINATION OF TiiE PUrENTIAL COST& AND 
·BENEFITS OF UNBUNDLING THE NATURAL GAS LOCAL DISTRIB01'ION 
COMPANIES IN TBB STATE OF FLORIDA 

A~tached i.e a HOTtCI OP &TAll WQMSl(OP to be .issued in t:he 
above-referenced. docket togethe-r with several information p:1ges 
which need to be included with the Notice . (Number of pages in 
Notice - 6) Please add to your mailing list the attached list of 
persons who requested to be i nc1uded in these workshops . 
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cc: Divi1iion of Blectr.ic and Gas (Makin) 
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OTil&R PI!II.SONS TO && TNCUJDBD IN nut MAIL OOT 

BRUC! VIU.IAHS 
DIU'Alt1HI!NT OF ll.£VIIIUE 
5050 V. ~,ESSEE S1JBET 
.au;n.DING • K 
TALLAHASSEE, FLOUDA 32399 

IWlS1W.L STIIANBER.G 
DEPA~l1'K!lir or ~ 
OFFICE OP GI!NERAL COUNSEL 
1'. 0. !lOX 6668 
TALLAHASSEE, FLORIDA 32312- 6668 

VIU. £.LI..SVOa'111 
NUI 
NAl'URAL CAS SEilVIC.ES 
p .0. ·.BOX i60 
IIBDMlNSTER, MEW JERSEY 07921-0760 

DAVID L. ClUTnUllDS 
CllMON U.S.A. 
1301 l!CJallli£Y 
ROUS'l'ON, Tl!. 77010 

XA'l'HL!EN 8. KMRUDEa 
BNRON QAP~l;AL AND 'I'BA.OE 
DmEC:Oit OF S'l'A.'l'E lt£GIJ'LATORY APYAIRS 
400 HBTilO PU.CB. !'lORn! 
D~LlN, OHIO 43017 

tAURA KUU£LL 
tENNECO GAs t(#JUtETING COMPANY 
P.O. BOX 2~11 ' 
HOUSTON, TEXAS 77252-2$11 

KAYE ltO.MRTSON 
D&PAR'l'HllNT OF MANAGEMENT SERVICES 
40'50 &Sti..ANAD:S WAY 
SUl'tE 325 
IALLAHASSEE, FLORIDA 32399-0950 

NICMW ; , KATI'IA, JR. 
t:ORS'IAA I!NEl\OY L'tD . 
28 \lEST GlWID AV!NUE 
KOHTVAL.LB, N.J. 0764$ 

1!011 IIIJRU:SON 
Cl 'IRUS 'I'BA.OING 
P. O. &OX 1188 
HOUSTON, TEXAS 77251-1188 

RHONDA J . PARXB!t 
TEXAS-OHIO CAS, INC . 
ONE Kl'MORIAL CITY PlAZA 
BOO GESSNI!R SUITE " 900 
HOUSTON, TEXAS 77024 

IIESUtY T. KILLER 
THE HILLER CROUP lNC . 
5321 K&KORIAL HWY. 
tAMPA, FLORIDA 33634 
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