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January 28, 1998 

Ms. Connie L. McCaskill 
Supervisor/Limited RUngs 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-8073 

Re: 1996 CIAC Gross-up Report 

Dear Ms. McCaskill 

,,. 3 '''" 

Attached to this letter Ia Palm Coast Utility Corporations 1996 CIAC Gross-up Report, 
for the period January 1 through June 12, 1998, In compliance with Order No. 
24129. Also attached Ia the following supporting Information described in Order No. 
16971: 

• 

• 

• 

Schedules showing the treatment of CIAC In Palm Coast Utility's 1996 
t8x workpapera are enclosed. 

Tariff pages, regarding the gross-up are enclosed . 

It Is not practical to fumish signed copies of the Consolidated Federal 
and State Income tax retums of ITT Industries, Palm Coast Utility's 
parent company. Palm Coast Utility's tax workpapers are available for 
review at the above addreu. 

Please call if I can provide any further information. 

Si"'erely, ?_/ V 

i C&~ 
~A.Par~CJ 

Vice President of Finance 

JAP/bmg 

cc: W. Schiefelbein 
B. Bilinski 

Palm Coasl UtiJil)' Corpor.auon 

2 Utiliry Drive. Palm Coast. Flo rid! 32137 • 9<H ..,.:; . _~~11 • FAX 90-4/ 446-61-f:\ 



,.-oH 1i4X . PERIOD JANUARY 1,.. 1 996 - IJINE 12.,_.U!A/>_ 

COAII'ANY: Pal.Coa•t Utility Corporation 

/. Tlli.J CIAC 

2. li11.J c-';,,. tw. 

3. Toii.J ,_,.J/aliu11 F.. 

4. Tcii.J l'n,•iJ Cc,_.;ta F.. (liCit ;, (Z)J 

s. Toii.J T•p·i. F-

6. TUIIJ J.U A llun Ft. 

1. CIAC T-...bM U..:.... of A••d _,tu .s.ar;. Ill 

I. lk,.utitM .. (1) 

9. T•uiW JltCOIIM ElfiiCI of (7) 

10. Fw111 IIZO, U.. II 

II. LESS: Fora IIZO, LiM Z1 

12. Fw111 1/ZO, U.. Zl 

11. LESS: F.. IIZO, z.;,.zg. 

14. LESS: FtHIII I JZO, U.. 2Jt 

1nTAL 
COMPANY 

1,042,532 

(39,252) 

(57,198) 

946,082 
(30,519) 

915,563 

6,072,782 

(5,373,200) 

699,582 

IS. NNIII 1/ZO, LiM XJ 699. 582 
16. LESS: N«CIACTaMW"-of'TaA W(tro.U.t'J) (915,563) 

11. I'LUS(LESS): OtwCIACE61:uofTaA W(~* (251,436) 

II. AcljusiMI Fotm 1120, U.. J0 (4o7,417) 

Currc~~~ COIIIbill«< FetiRal .t .S.. T .. a. ll 51' • 

19. CIAC Grou-"1' Collctinet 2 44 , 7 4 7 

?fl .• C~1:fc~\111J¥ilU!\.t on potential refund• 
~i. llllt:rNI 0116,_ •• ~. Car 6, 689 

l2. Net CIAC a,.._. To. A,u.J To U.. (9) 2 51 , 436 

NON 
JUBISWC770NAL IUBISDICTIQNAL 

··- - · 

(43,297) 

22,581 

(20, 716) 

(20, 716) 

( 20 I Zl.AL_ . 

1,042. 532 

(39, 252) 

(57,198) 

946,082 ff 
_ p_o ~-~_l9 2. . 

915,563 
- . . . --

6,029,485 

(5,350 , 619) 

678 , 866 

678,866 
(915,563) 

( 251 ,43~ ·-·- -

(488,133) 

244,747 ' 

6 , 689 
- -- - ·- ·-- - . ·-- -

251.436 
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SECT 1231 ~OS$) fiQol SAL! 01 0 
PIIOP£RTY OTHEII TKAH CAPtTAL AIIITS 

(PER SCH..A-6-11 

N>J. TO R£f~CT TAX COST 01 ......,. A-~l 
ASSETSSQ.D 

TOTAL 0 

• 
()RI)INAAY INCCM (lOSS) 
(SECT 1245. 1250, 12Sl. 1~. 1256) 

TOTAL 0 

• 
PROFITS OR (l0SSE$)0N fQII(IQH IJCOWIQI 

TOTAL 

I"SCEUAHEOJS INCCM ... 
COIITRJIIUTIONS FUU Y TAXAII.f 

TOTAL !14~ 
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A·l 

fAX AbiiifiiJjf 
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0 
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e 
SE<;ONO IU~VlSEO SIIEET NO . ltlt . O 
CANCELS FlltST ltEVl SEV .SIIEET NO . 41, 

PALM COAS1' UTILil'Y CORPORATION 
Water Division 

TAX IMPACT Of ClAC 

16 . 0 Prior to the Congressional Tax 
110(b) of the Internal Revenue Code 
of certain types of Contributions ln 
from the taxable income of a corporate 
tllerefore, tax exempt . 

Reform Act of 1986, Sectio 
provided for the exclusio 
Aid Of Construction (ClAC 
utility. Such amounts \ .. ere 

Jlowever, rurauant to the Congressional Tax Reform Act o 
1986, Section 1 8(b) waa amended to reclassify CIAC (both casl 
and property) aa a taxable source of reve~ue, effective Januar) 
1, 1987 . 'Che net result of this actiou is that a utility whicl 
is a corporation must now pay income tax on the CIAC it collects. 

Since the amount of this additional tax lialdlfty is c.Jit·ectl) 
attributable to the contri~utors (developers, builders, etc . ) of 
the CIAC, the utility is authorized to collect this amount froo· 
those contributors . 

Therefore, in accordance with Or'ller No. 2J5ld issued on 
October l, 1990 in Docket No. 06018'•-l'U, lids Comodssion adopted 
aud approved specific guidelines foro utility to administer iu 
the calculation, coll e ction, and reporting o[ ClAC tox lla~ilil:ies 
as follows: 

1) Palm Coeat Utility Corporation will collect from 
developers and others who convey cash ond/or property to a uti 1 i ty 
os CIAC, an amount equal t o the tax iaupuct of the CIAC . 

2) 1'he tax Juapact amount to ~e collected shall be determined 
using the following for111ula: 

Tax lmpac t• (C'l'll/ ( 1-C'l'lt)) * ( (C.,.CI'~·CJ..)- ( ( ( (C.:i C.: I') /TL) ,.{ ( 1- ( l ·t HOH) 
-tl))/ROR)*(CTRi/CTR)) 

EFFECTIVE DATE: October 22. 1991 

TYPE OP FILING: CIAC GROSS~UP 1\UTIIORJ TY 

llov W. f.fl.ln• Dr .... .t.a-- .. 



PALM COAST UTILITY CORPORATION 
Water Dlvlalun 

e 
F lltST ltEV l SED SIIE~T NO . 1,5 . 0 
CANCELS ORlClNAL ~IIEET NO. 45. 

CTR • Applicable otarginal rate of federal ·. and state ,corporat 
income tax 

CTR • ST+FT(l-Sl') 
S'C • applicable marginal rate of state corporate Jncou•e tax 
FT • applicable anarginal rate of federal incoute tax 

C • dollar amount of charges paid to a utility as Contribution! 
ln Aid of Construction which oa'ust be included in taxablt 
income of the ut ill ty, and which had been exc 1 uded f roo 
taxable incouae pursuant of section 118(b) of the luternal 
Revenue Code 

CP • dollar amount .of depreciable property conveyed to uti 1 i ty 
which muat be included in taxable incoo1e of the uti 1 i ty 
and which had been excluded from taxable incoote pursuant 
to aection 118(b) of the Internal Revenue Code 

CL • dollar amount of land conveyed to utility which must 
be included in taxable income of the utility and which 
had been e lCcluded froua toxable income pursuant to Section 
118(b) of the Internal Revenue Code 

TL • tax life f or contributed property 

CTRi • tax rate tt.x: r,ected to lJe in effect when the Jepreciation 
is taken on the tax return 

-tl • negative exponent of t:l•e tox life of the contributed 
asset 

ROR • rate of return of 9.217. 

J . Consistent witll the terms of tlll Agreeu1ent doted FelJruary 
11, 1987 between 1"1"1' Couwaunity Development Corporation (lClJC) and 
the Utility, both being wholly owned subsidiaries of ITT Corporation, 
tax impact amounts received by the Utility Crou1 ICDC that are 
specifically related to lCDC projects shall no l be required to 
be deposited aa received into on escrow account. llowever, ClAC 
tax impact funds received from anyone . other than ITT CouiUtuni ty 
Development Corporation shall be deposited int~ an escrow qccount . 

~ffECTJVE PATEl l0f22/9l 

TYPE Of fl~~~~~ CtA: QROSS"UP AUTH~O~TY 



fOlllt'I'II.~V 1 SIW SIIEll'l' NO. 38 . 0 
CANCELS 'l'llllW ltEVlSEl>

1
SIIEE'l' NO . 38 . 

I' ALM COAST UT Jl~ l TY <.:Oiti'OHAT 1 ON 
Sewer Divisiou 

TAX lHl'AC'J' Of GlA<.: 

15 . 0 l'rior to the <.:ougL·eaHJlouu1 Tux 
118(b) of the Internal ltevenue Code 
of certain types of Contdl.Jutlons ln 
from the taxallle income of o coq)orote 
therefore, tux exetnpt. 

lteCunn Act of 1986 , Section 
provided for the exclusion 
Aid Of Construction (CIAC) 
utili Ly. Such amounts were, 

llowever, pursuuut to tile Cuul;rea~siouol Tux lteforiJI Act of 
1986, Section 118(b) was auaeuded to reclassify ClAC (both cash 
ond property) as a taxable source of t·eveuue, effective January 
J, 1967 . The net re11ult of this action fl .: hot a utility which 
iN a coqwt·atJon IIIU&t now puy !ncolll«! Lux ou Lhe CIA<.: it collects. 

Since the amount of thls adt.IJtiouol tox· liabil!ty h t.llrectly 
attributable to tl1e contt· il>utora (developers, l>ui lders, etc . ) of 
the ClAC, the utillt:y is authorized t:o collect: this au1ount from 
those contril.Jutors . 

Therefore, in occordonce with Order No. 235/tl issued on 
Octoller l, 1990 in l>ocket No. U60l0'•-I'U, this CoiRUiiasion adopted 
nud upl,roved specific guidelines Cor u utility to administer in 
the cu culotiou, co1lection, und t'«!JJOl'tiug of CIAC tax lial>flities 
as follows : 

1) l'alm Coast Utility Corpot·otion will collect from 
developers and others who convey cosh ond/or property to a uti 1 i ty 
as <.:lAC, an amount ec1uol l. O the tux impact of the ClAC . 

2) ·rhe tux impact onauuut · to be collected shoJI be determined 
using the following foruaulo: 

Tax lmpact•(Cl'R/ (1-CTit) )*( (C-t·Cl'+CL)- ( ( ( (C+CI') /TL)*( 1- ( 1·1 non) 
-tl)) /ltOit) * (CTIU /CTit)) ' 

EFFEC;TLVI~ DATI~ : Ocl6lher. 22, 1991 

nre OP flLIN~: Cf/\C Gl~l')5S-UP AUTIIOP.HY· 

ltov W. f.f lc I"". l'rtta f clan t 



- , 

PALM COAST UTILlloY COitPOltA'l'ION 
Sewer blvl•lon 

'l'IIIIW !lEV l SEt> SIIEET NO .t 39 o 0 
CANCELS SECOND ltEV I SEt> SIIEET NO o 39 o 0 

CTR • Applicable marginal rote of federal ·ami state corporate 
income tax 

CTR • ST+FT(l-ST) 
ST • applicable a1arginal rate of s tote corporate i ncoo1e tax 
FT • applicable morg'inol rate of federal income tax 

C • dollar amount of charge1 paid to a utility as Contributions 
In Aid of Construction which Ult;Bt be included in taxable 
incOGie of the utility, ami which had been excluded from 
taxable h1coa•e pursuant of section llO(b) of the Internal 
ltevenue Code 

CP • dollar amount of depreciable property conveyed to utility 
which must be included in taxable income of the utility 
and which had been excluded frou1 taxable inco01e pursuant 
to section 118(b) of the Internal Revenue Cotle 

CL • dollar amount of land conveyed to ut tli ty which must 
be included in taxable income of t:he utility and which 
had been excluded froa1 taxable incoUie pursuanr· to Section 
118(b) o ~ the Internal Revenue Code 

TL • tax life for contributed property 

C'fRi • tax rate expected to be in effect when the depreciation 
ia taken on the tax return 

-tl • negative exponent of the tax life of the contributed 
a a set 

ROR • rate of return of 9o2l7. 

3 o Cons is tent with the teruas of an Ag reea1ent dated February 
11. 1987 between 111 Coaununity Uevelopu1ent Corporation (lCl>C) and 
the Utility, both being wholly owned subsidiaries of ITT Corporat.ion. 
tax impact amounts received by the Utility from !CDC that · : are 
specifically related to !CDC projects shall not be requ·ire<f• to 
be deposited as received into an escrow account. lloweve-r. · CfAC 
tax impact fundi received from anyone other than ITT C~~unity 
Development Corporation shall be deposited in to an escrow account: o 

EFFECH·VE DATE: 10/2?/91 

TYPE OF FILING: CIAC GROSS-UP AUTHORITY 

Roy Wo l1ktns, Prestden't 


