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NOTICE Of PROPOSED AGENCY [\CT I ON ORDER ACCEPTING SE:TTLEt-'IENT 
orr EB. REQUIRING NO REfUNDS FOR THE YEARS 19 91 PW' 199 5 . 

AND CLOSING POCKET 

BY THE COMMISS40N : 

NOTICE is hereby given by the flor1da Public Service 
Commission that the action discussed herein is preliminary in 
nature and will become final unless a person whose :nterests are 
substantially affected files d petition for a formal proceeding, 
pursuant to Rule 25-22.029, Florida Administrative Code. 

BACKGROUND 

By Order No. 16971, issued December 18, 1986, this Comrr.ission 
gr~nted approval f ~ water and wastewater util1ties to am~nd their 
service availability policies to m~et the tax impact of 
contributions in aid of construct ion (CIAC) resu 1 ting from t~e 
amendment of S«:!ction 118(b) of the Internal Revenue Code. Order 
No. 23541, issued October 1, 1990, required utiliti~s cut·rently 
grossing up CIAC to file a petition for cont i n11'"'d authority to 
gr0ss-up and also ordered that no utility may gross-up riA~ wtthout 
first. obtain inc; the approval of the Commission. urd+! rs Nos. 169'11 
and 23541 also prescr1be the accounting and regulatory treatments 
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for the gross-up and require retunds of certain gross-u~ amounts 
collected. 

On November 24, 1993, pursuant to Ord,..r No. 23541, Pdrlcland 
Utilities, Inc. (Parklanu or utility) filed its petition for 
authority to gross up CJAC. The information as fllt:d :ret th1: 
filing requirements of Order No. 23541; however, numerous questions 
resulted from the rev1ew of the filing such that our staff was 
unable to determine with any degree of certainty thdt a r.ax 
liability would be created by the collection of taxable CIAC. In 
an effort to complete its review .1nd analysis, our staff rcquesll•d 
additional information and clarification. Th,.. utility submlttcd 
additional information and several revis1ons to its initial 
application, but our staff still could not conclude that gross-up 
authority should be granted. 

Consequently, by Order No, PSC-94-0653-FOF-WS, issued ~ay 31, 
1994, we allowed the full gross-up tariff authority t.o becom~ 
effective on an interim basis, subject to refund with interest, in 
accordance with the provJ.sions of Orders Nos. 16971 and 23541. 
Additionally, that order required that no monies be withdtawn from 
tho? escrow account until a final determ1.nation of the utility's 
authority to collect CIAC gross-up was made. Further, pursuan~ to 
Rule 25-30.360(6), Florida Administ.rattve Cod«>, the utility was 
required to provide a report by the twentieth of edch month 
indicating ~he monthly and total CIAC gcoss-up (revenJe) colle~ted 
subject to refund. · 

At the May 30, 1995 Agenda Conference, we cnnsider~d staff's 
recommendations regarding whether to grant Parkland authority to 
collect CIAC gross-up and also the disposition of ~lAC gross-up 
funds that had be ... coll~ctcd by Cdnal UtlllliHs, Inc. (Oorket No. 
941083-WS). In 1ts recommendation regarding Parkland's "final" 
CIAC gross-up authority, our staff recommended that the utility be 
denied gross-up authority. Following much discussion, this item 
was deferred to cl,rify the wording of the recommenddtion <ind to 
vP.rify the amount of available net operating losses (NOLs). Also, 
in regards to the disposition of gross-up funds for Canal 
Utilities, questions were raised as to whether or not our staff's 
method of calCl&lating the gross-up refunds was cont rd ry to the 
requ1rement of Order No. 23541 and out curre r1t practice. Also dt 
issue, among others, Wds the appropriate level ot review flecess-'iry 
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to grant authority or Pl.Ol..<:'S:. d refund, and thr: oft'>ettinq ,,f 
above-the-line NOLs and investment tax c redits (ITCsl with CIAC and 
taxes. As a result of these issues, among others, we d i rected our 
stalf to hold 1~orkshops to discuss viab le altern.lt. iVL•s, .. md t.•, 
consider the need, if any, to ch1nge ou r current pol icy. In 
add it ion, !'"'rocessinq of CIAC grosS-tip dockets was held in 1h ~yance 
pendi.nq 1.esoluti.on of those issues. 

On ~~rch 29, 1996, we opened Docket No. 960397 -WS ~o review 
our poli(:y conce rning the collection and 1~fund of CI AC gross-up. 
Workshop; were l.eld and comment~ c2nd proposal s wer:~ received from 
the industry and other interested parties. Bv Order No. PSC-9h-
0686-fOf- WS, issued May 24, 1996, we directc.d our staff to review 
the proposals and comments offered by the workshop participants dnd 
malce a reconunendation concerning whether our pol i cy rcgdr:ding -1•(: 
collection and refund of CIAC should be chdnged. In addi tion, we 
directed our staff to consider ways to simplify the procvss and 
determine whether there were viable alternatives to t~e gross-up. 
rending this review, we dir~cted our staff to cor. tinue processing 
CIAC gross-up rnfund cases pursuant to Orders Nos. 16911 ~nd 2JS4J. 

However, on August 1, 1996, The Small Business Job Protection 
Act of 1996 (The Act) passed Congr~ss and WdS signed into law on 
August 20, 1996. The Act provided for the non- taxability of CIAC 
collected by water and wastewater utilities effec tive retroa~tively 
for amounts received after June 12, 1996. As -l result, on 
September 20, lq96, in Docket No. 960965-WS, we lSSueu Order r; o. 
PSC-96-1180-FOF-WS revoking the authority o f utilities to collect 
gross-up of ClAC and canceling the respe r.:t. ive tarifts unless, 
within 30 days of the issuance of th(.• order, d! t~ct.•·r.l utilities 
t equested a variance. Parkland's interim gross-ur .wthori t y was 
revoked and the ~riff was canceled as of October 20, ~~~6. 

Since there was no longer d need to revh·w our pol icy on the 
gross-up of CIAC, we closed Vocket No. 960 3<n -ws , !Jy Order No. PSC-
96-1253-FOF-WS, is~ued October 8, 1996. Huwever, us ~Stdblisheu in 
urder No. PSC-96-0686-FOF-WS, all pendin') CIAC gross-up refund 
cases are being processed pursudnt to Otders ~!os. l6<rll cllld 23~41. 

Staff ' ~ recommenda~ion regarding this docket WdS origi ndlly 
scheduled to be heard at the November 4, 1991 Agendd Conference; 
however, on October 29, 1997, the utility requested , and we granted 
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a deferral to allow the utility and its representativr!s ~pportunity 
to research the issues underlying staff's positions and to meet 
with our staff in an attempt to resolve the differences. On 
December 5, 1997, the utility filed additional 1ntormation and met 
with our staff on January 7, 1998. 

Because of the current non-taxability of CIAC collected by 
water and wastewaler utilities, the sole purpose of this Order is 
to address the disposition of gross-up fund~ r:ollcctt:d for the 
period May 31, 1994, through December 31, 1995. 

Parkland is a Class B water and wastew~ter utility providing 
service to the public in Broward County. ~ review of the utility's 
1996 annual report reflected approximate! y 635 wc1te r and 633 
wastewater customers as of December 3), 1996. Gross ~nnual 
operating revenues were $231,433 and $401,501 for the water and 
wastewater systems, respectively. The uti 1 it y repor-.ed a net 
operating loss of $23,908 for water and a net oper~ting profi~ of 
S57,964 for lhe wastewater system. 

TREATMENT Of NOLS AND fORGIVENESS Of DEBT 

Parkland was wholly owned by the developer of the property, 
Narco Realty, Inc. According to the consvlidated 1992 federal 
Income Tax return of Narco Realty, Inc., and Subsidiaries for the 
fiscal tax year ended february 28, 1993, Parklc~n1' s share of NOL 
carry forwards was Sl,091, 336 as of February :t8, 1993. However, 
during the fiscal year ended rebrudry 28, 1994, Parkland was spun 
off from the consolidated group and now files a stand-alone return. 

Parkland filed its own 1993 Federal Ircome Tax return for the 
fiscal period 3ginn~ng on March 1, 1993 dnd ending on Februar~ 28, 
1994, showing NOLs at March 1, 1993 of 5607,725 instead of 
51,091,336 as reflected on the consolidated return -- ~difference 
of 5483,611. Our staff noted the diffecencP. between the $1,091,336 
NOL carry forward attributed to Parkland at rebruary 28, 1~93, on 
the consolidated return, and the 5607,72~ N0L carry forward dt the 
same date on Parkland's stand alone "Jpun-off" return and requested 
that the utility reconcile the difference. According to ~ 
representative of thP Certified Public Accounting (CPA) firm Lhdt 
prepared its tax returns, some of the Parkland NOLs wer~ utilized 
in that year and prior years to offset ttlxolblt• int'~Jm(. of other 
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subsididr:ies and the parent within the consolidated qrouJ:.. Adding 
the Parkland loss of $364,223 for 1993 !fiscal period Mdrch 1, 1993 
through February 28, 1994) to the NOL carry forward of $607,725 
results in a NOL carry forward of $971,948 at february 28, 1994 and 
is reflected as such on tt1e 1993 return. 

In 1994, Parkland began filing its fedecal Income Tax (FIT) 
returns on a calendar-year basis. For the short t ax year beginninq 
on March 1, 1994 and ending on December 31, 1994, Parkland's 
reported $971,948 NOL carry forward from Marc h 1, 1993 was offs~t 
against taxable income of $979,25·1. The $979,251 was comprised of 
a $1,226,510 gain from forgiveness o( indebtedness ino,me; $139,3~0 
in contributions-in-aid~of-construction; and a net loss of $386,639 
for other revenues and expenses. The taxable income was, 
therefore, $979,251 prior to the NOL carry forward of $971,948, and 
S7,)03 after taking into consideration the NOL carry forward. 

Although not sp~cifica lly addressed in its original early 
submissions and correspondence, the year th.Jt tht~ utility was spun 
off from its patent, Parkland owed Narco Realty, Inc. {the parent I 
12,393,917 in debt. Narco Realty "fotgave" the debt in excess of 
the rate base (rate base calculated to be $1,167,407), resulting in 
Parkland's receiving a $1,226,510 gain from forgiveness of 
indebtedness. 

While we do not believe that t und·~ can be t rdced, a review of 
the utility's annual report indicates that the amount of debt trom 
the parent exceeded the utility's investment in all plant 
facilities. Fu,rther, the annual reports indicate th~t the uti 1 it y 
was in a continuous loss positi:>n. Thereto!~. we believe it is 
reasonable to conclude that the e~cess debt from the parent funded 
losses from oper ':ions in prior years, and have classified the g"1n 
on forgiveness of indebtedness above the line for gross-up 
disposition purposes. 

As previous t y stated, according to the con sol id~ted 1992 
federal Income Tax return of Narco Realty, Inc. and subsidiaries 
for the fiscal tax year ended february 28, 1993, Parkland's sh~re 
of NOL carry forwards was $1,091, 3 36 at february 28, 1993. The 
utility has not provided a calculation a nd/0 1 schedule lhJt 
demonstrates how the $483,611 of NOLs were utillzed by Par:kland 
($1,091,336 less $607,725). However, according to a representative 
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of the CPA firm that pr,.pared their tax returns, :;orr.c of the 
Parkland NOLs were utilized in that year and prior years to offset 
taxable income of other subsid1aries and th(.• parent withln the 
consolidated group. Although this form of tax str4tegy is 
acceptable and widely used, we t>el1eve that, in the ,-:ase of a 
regulated entity, thE! NOL carry forwards of Pclrkldnd :>n•Juld be 
attributed to Parkland. In other words, the qross clCcumulated NOL;;; 
9enerated by Parkland should be used to offset th1• taxable t:IAC for 
gross-up disposition purposes. 

With that belief in mind, our ~t .. Jt t cxtimi ru•d th~ 1 1J 1•0 throuqh 
199S fiT returns which it had in its posscss io11. Our stdff also 
took into cons ide rat ion the data provided ..Jt the January 7, 1998 
meeting. One of the utility handouts retlected additional Parkland 
NOL c.:lrry forwards of $50,912 at March 1, 19813, and S356, S4tJ of 
NOLs for the period March 1, 1988 through february 78, 19139, or 
additional NOL carry forwards of $407,458 at March 1, 1989. 
further, in each year where a consul1dated return w~s filed, our 
staff was able to locate the consoli lating schedule and determine 
the net operating loss attributed to Parkland !or tha~ year. The 
losses and accumulated losses taken from riT returns and supporting 
schedules, wnere applicable, wer~ as follows: 

Tax ConsolidatE!d (C) A'-=cumulated 
Yti.t Stand Alone !SAl HQL NOLS 

1987 c $ ')0,91.: s ~o,q12 

1988 c 35t.,54( 407,4~8 

1989 c 303,797 711,255 
1990 c 38(,,.)34 J.,097,7f:t9 
1991 c 35~,521 1, 4~8. 316 
... 992 c 252,198 1, 705,514 
15193 SA )64,223 2, 069, 737 

Based on the above, it appears that as of february 28, 1994, 
Parkland's accumu1ated NOLs were $2,069,737, hut th.•t ~1,097,789 
1$2,069,737 less $971,948) had been utilized by other entities 
within the consolidated group. further, the uti 1 it y' s annual 
report reflects that the utility was formed in 1975 and beqan 
serving customers in 1981. However, our file!'\ ~ontuin FIT rctur11.:> 
from 1989 fnrwarJ and information on the Not.s tor 19!P .,nd 1988, 
only. Theref.Jre, it is v~ry likely that Pdrk!and incurred 
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additional losses for the six years prior to 1981 that might dl~o 
be considered in addition to the $2,069, 7 37 ref lee ted above. 
However, these returns were not provided, and the utility advised 
our staff that these returns were probably not edsily obtainable qt 
this point be~ause of th~ time th~t had passed. 

Prinr to the Janu.uy 7, 1998 meeting, the utility had not 
provided our staff with an above-the-line/below-the-line breakdown 
of the NOL carry forwaris at March 1, 19Q4, as they d1d not believe 
it was n~cessary in light of the substantLal gain on forgiveness of 
indebtedness. Howover, at that meeting, the "utility provLded nur 
staff with a breakdown of the above-thc-lin• and below-the-line 
NOLs for the years 1989 through 1993. Addit1onally, subsequent to 
the meeting, the utility provided our staff with a breakdown of the 
above-the-line and below-the-line NOLs for 1 S87 and 1988. nasf?d on 
this breakdown, Parkland's accumulated above-the-line NOls a~ of 
february 28, 1994, appear to be $1,205,126, and ~r~ calculated as 
follOWS! 

1987 
1988 
1989 
1990 
1991 
1992 
1993 

Above-the-J.in€:' 
NOL 

0 
228,153 
204,771 
2!1,942 
246,464 
14),962 
163,834 

J\bovt•- the- Lin~ 
NO!, c t\1 I v f?CWsll d 

0 
228,153 
412 ,924 
650,866 
891, 330 

1 t 0 4 1 1 2 9:! 
1,205,126 

As stated earlier, the gain on forgivenes!> of indebt<::•Juess it• 
1994 was $1,226,~ 1 0, which exceeds the calculated dbov~-the-line 
NOL carry forwaro at the approximate s~me date. The utility has 
stated that the debt that was forgiven was accumulate~ as a result 
of Narco Realty's funding Parkland's above-the-line losses. In its 
August 21, 1997 letter, the utility argues that if the losses from 
operations were abuve-the-llne, the debt inc1·rred was above··the-
1 ine, and the gain frorn the forgiveness of such debt should be 
considered above-the-line. Further, Parkland argue~ that, at the 
very least, the NOLs and the gain on forgiveness of debt drc 
directly related and must be considered toqether, and be otfset 
against each oth~r. 
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While we ~re willing to accept this tredtment uf the gdin on 
forgiveness of indebLcdn~ss in this particular CIAC gross-up 
disposition proceeding, we find that Lhe amount of ga1n on 
forgiveness of indebtedness shall be limited to the above-the-line 
NOL carry forward. Also, this treatment does not prohibit us from 
reexamining the issue in a .tate proceeding, nor ~ l.'-luld it be 
construed as precede n t setting in other gross-up di.spo~i!ti(m 
proceedings. f\lrther I if the NOLs ... r .. ch<tngt~d or diminished in rlny 
m~nner because of NOLs b~ing attributed to other entities ~1thin 
the consolidated group, then reexam1ndtion of the above-the-line 
treatment of the gain is also appro~riate. finally, the amount of 
NOLs used to offset that gain should be the gros~ above-the-line 
NOLs that were generated by Parkland, not thnse NOLs that remain 
after a portion of them has been ~tilized by other members of the 
consolidated group. Based on the above, we have i~cluded 

$1,205,126 of the $1,226,510 gain on forgiveness of ind~btedness 
above-the-line, and offset that against Parkland's gros~ above-the
line NOL.s of $1,205,126. 

QTH£R ADJUSTMENTS 

Connection fees 

The utility included initial connection fE>es of S4, 140 in its 
calculation of 199S above-the-line taxable income. Because 
connection tees, tap-in fees, meter fees and similar. CIAC charges 
were taxable prior to the 1986 amendment of Section ll8(bl of the 
Internal Revenue Code, these fe<!s sha 11 be excluded from above-the-
1 ine income. Therefore, the utility's 199!:1 taxable income is 
decreased by $4,140. 

Depreciation 

In its above-the-line calculation of depreciation expense for 
1994 and 1995, the utility reduced above-the-line depreciation 
expense to reflect the amount attributed to non-used and use!~l 
plant. Howevec, Parkland removed the entire amount of depreciat ton 
on contributed plant. Pursuant to Ord(~r Nn. ;> 3'}<1 1, t tw 11 rst 
year's d(.•pceciat ion on contributed assets ~hould be ref lecteri 
above-the-line for gross-up disposition purposes. Therefore, we 
have decreased the utility's taxable income by $1,160 for 1994 and 



• e 
ORDER NO. PSC-98-0445-AS WS 
DOCKET NO. 931141-WS 
PAGE: 9 

by $11,787 for 19J'l, the respective dmounts of first year's 
depreciation on contrlhuted assets for those years. 

Other deductions/O&M expensP, 

In 1994 and 19~5, Parkland reduced the ab>~e-the-line 

operating expenses from the amounts in its annual reports to 
reflec~ the level of operating expenses approved in its last rat~ 

case, adjusted fot inflation and customer growth. In 1994, 
Parkland also made a1l adjustment to o.;onven the twelve months of 
data to ten months to "match" the fTT return period. Ho~o~ever, we 
find that the amount in the fiT return is the mo re object 1 ve 
measure, and have used that. 

The utility ~rgues that absent customer gruwth it is 
appropriate to adjust the level of operation and mainter.dnCe 
expenses to the level approved in its last rate case because to the 
extent that actual expenses during these yedrs ~xceeded those 
approved, the shortfall would not be ;.~alizPd through service 
revenues. Further, the utility believes that the short fall was 
funded by the utility's stockholders, and the exces s o! actual 
expenses ovec those embedded in the utility's rates should 
itppropriately be classified as below-the-l!ne expens•·s. 

We do not agree. All operating expense~ except non-utility 
expenses should be included above-the-line, because those expenses 
are utility related and are used in detecmining whether the utility 
is exceeding its authorized rate of return t o r earnings 
surveillance purposes. The fact that the uti 1 it y may not be 
earning within its authorized ranqe should not determ1ne the level 
of above-the-line expenses for gr0ss-up purposes. The utility has 
the opportunity to request compensatory rates whenever its revenues 
~all short o! cc ·ecing its expenses. 

rurther, unless there is evidence that the dmounts in the 
annual reports are unreasonable or an annudl report for the tax 
year does not exist, the above-the-line am~unts for CIAC gross-up 
authority, should reasonably mirror the tax r~turn dmounts dnd the 
amounts reflected in the utility's annual reports tor those years. 
The annual r~ports and the tax returns are an objective measure of 
expenses for gross-up disposition purposes and should not be 
altered based on a utility's level of earnings. rurthc-r, the 
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utilities' annual repozt 3 contain the tinant:idl information that we 
rely upon to determine the utility's achieved rate of teturn. 

This is consistent with our decisions in the I. IAC gross-up 
cases for Eaole Ridge U<;ilities, Inc. (Docket No. 961077-SU, Orriers 
Nos. PSC-96-1394-F'OF-SU and PSC-97-0647-FOf-SUl ar.d forest 
Utilit ~es, Inc. (Dockel No. 961237-SU, Ord•'?rs Nos. PSC-97-0007-~"0F
SU and PSC-97-0648-FOE"-SU) wherein we used the man.1q~"m<•nl fN·:I or 
the officers' salari"S in the utility's dnnu.d reputl .md r10L lhe 
manag~me~t fees or officers' salaries proposed by the utilitJn~. 
In both cases, we determined that because the level of expenth::J in 
the annual report was used to dltermine earnings, that level also 
should be used for CIAC gross-up disposit i on purposes and reflected 
as an above-the-line expense. Finally, this method is consi~tent 
with our practice in determining abov~-thc-line expenses for 
regulatory purposes. Based on the above, we ha ve cPduc ed the 
utility's above-the-line incom~ by S81,330 for 1994 and $44, 898 for 
1995, to reflect the amount of expense reported i ~ the utility's 
1994 and 199S federal income tax returns. 

Ga in on forgiveness of Indebtedness 

As explained earlier, the util1ty stated Lhat Lh~ dent thdt 
was forgiven was accumulated as a result of Ndr~o Real~v' s ~unding 
Parkland's above-the-line losses. Therefo re, we find it 
appropriate to limit tne gain on forgiveness of indcht~dness t o the 
above-the-line NOL carry forward. Because the above-the-line NOL 
carry forwara is calculated to oe $1,205,126 and the gain on 
forgiveness of indebtedness included above-the-line by t he utility 
was $1,226,510, an adjustment of $21,384 is ne~cssa ry. 

~1. Accoyo! 1 1a & Management fees 

The utility requested that it be allowed to offset SO percent 
of legal, accounting and m~nagement costs incurred in prepari~g the 
refund reports against any overcollec.:t ions. The utility has 
documented legal, accounting and management costs in tht amount of 
$80,529. We have considered on several occasions, the question of 
whether an offset should be allowed pursua nt t o t lu• ordf•r, 
governing CIAC gross-up. (!';N~, Order No . P$C- <l"/- Ob4 7-t-"Ot"-SU, 
issued June 7, 1997, in Docket No. 961077-SU; Order N-:> . PSC-97-
0657-AS-WS, i s sued June 9, 1997, in Docket No. 961076-W~ ; and Order 
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No. PSC-91-0816-~F-WS, issued Jyly 7, 1971, in Docket No. 9702?~
WS.) In these orders, we accepted the utility's settlement 
proposals that 50 percent of the legal <-1nd accounting costs be 
ofEset against the refund amount. 

As in the other cases retert:nc<:d abov~~, WI.! t dd th<.~L 

acceptanca of the utility's request would avoid the substantial 
cost associated with a hearing, which may in fact exceed the amount 
of the legal and accounting costs to be recovered. We further note 
that the actual costs associated with making the refunds have not 
been included in these calculations and wi 11 be .lbsorbed by the 
utility. Moreover, we believe that the utility's request is a 
reasonable "middle ground." There fore, w~ i 1 e not 'ldopt ing the 
utility's position, we accept Parkland's request that it be allowed 
to offset 50 percent of the legal and accounting fees against thE~ 
overcollections. 

REFUND BE:OU I REMENT 

Our refund calculations are based on the m1•tt•0d c~dopted ir
Order No. PSC ·92-0961-F'Of-WS. Our adjustments wer:e ba'ied on 
information provided by the utility in its gross-up reports, 
supplemental information, feder.al income tax returns on file, 
annual reports and recent decisions, and are refle~ted on SChPdule 
No. 1. A summary of each year's refund calculatlon follows. 

1994 

The utility proposes no refund in 1994. We hav~ calculated .m 
overcollection of $12,421 prior t~ consideratlun of 50 percent of 
legal and accounting costs. How~ver, after consideration of the 
lagal and accoun~;ng costs, no refund is appropria~e. 

Having included the full amount of the S l, 226, 510 gdin on 
forgiveness of indebtedness above-the-line, the utility calculated 
the above-the-line income to be S I, 286, <'~6./ for th~ t <lX pt>t 1 od, 
March 1 through December 31, 1994, betore U11: inclusion and eftect 
of taxable CIAC. However, as a result of the adjustments discussed 
dbove, we calculated ~bove-the-line income ot $1,184,2~3 before the 
inclusion and effect of taxable CIAC for the same period clnd befor~ 
consideration of the NOL carry forwar1 ot $1,205,126. 
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Order No. 2354J, issued October 1, 1990, r«.>quii'!S th.at !'lAC 
income be netted against t h ... dbove-tht!-Jirw lu:.ses dnd th.Jt llrst 
year's depreciation on contributed assets be netted tlgainst taxable 
CIAC. When the NOL carry forward was netted aga inst the adjusted 
income before CIAC and its effects, the util1ty had $20,873 of NOLs 
remaining tc offset against Clt'\C and its effect~. :Ole utility 
collected $133,400 of taxable CIAC that was reduced by first yedc's 
deprec .. at ion of $1, 160. Therefore, CI/\C rec·~ ipts of $111, 361 
($133 , 400 less $1, 160 less $20, 813} are taxabl~ t1>r 1 QC'14. Bitscd on 
the above, we calculate that Parkl~nd hds <l t.axdble income 
resulting from the collection of Cl/\C. 

Using the 3?.63 perc(~nt combirH~d statutOly tecft•r..ll and state 
tax rates , we calculate an income tax expt:nse of $41, 907 . When 
this amount is mulc.iplied by the expansion factor to gross up 
taxes, the amount of gross-up required to pay the tax effect of the 
CIAC is calculated to be $61,191. The utility collected ~79,612 of 
gross-up. Thetefore, the overcollection is $17,4'21, b(•forP the 
offset for 50 percent of the requested l• yal dn~ accounting fees. 

ror 1994, the utility provided dOClJmentati•:m for the combined 
legal and accounting fees o! S25, 491 for servtces rendered by 
Robert Nixon of Cronin, Jackson, Nixon & Wilson .Jnd f. Marsna 11 
Deterding of Rose, Sundstrom & Bentley. In a~dition, the utility 
provided documentation for management fees of $43,526 for services 
rendered by East Coast Equity Management Corporation whirh w~re 
outside of its regular management contract. Some of the legal and 
accounting costs requested by th~ utility related to costs incurred 
to prepare the utility's Petition to Continue Gro~s-up Authority. 
However, since these costs were not directly related to preparing 
the refund reports, consistent with our past decisions, those costs 
have been excluded in determining the allow~ble l•gal dOd 
3ccounting cost: ~o be recovered for purposes ot lhP dlnposition of 
CIAC gross-up. 

Howe ve r, some of the information provided in the petit1on was 
used to calculate the 1994 and 199~ refunds. Therefore, we have 
allocated the cost incurred to file the pe~ition to cont1nuP to 
gross-up the refund calculation for 1994 and 199~. /\lso, we have 
adjusted the legal and accounting expenses by allowing only 1/3 ot 
those invoiced costs that: directly related to initi,ll p<>titiotl !Clr 
gross-up authority in 1994 <~nd have dis,1llowl'd ~·o st !I ,,s:c;od.ned 
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with the CIAC workshop, cancP.llation of gross -up tdriff, and other 
s1milar expenses. As a result of these ddjustments, we have 
determined that $13,2?4 of the legal and a c counting fees requested 
to be directly associated with preparing the required report and 
calculating the tax effect, and, thus, are co ns idered to be 
legitimate expenses. Fifty per(:em. of this amoun· i:J $b,bn. 
Further, we have determined that $15,601 of the management fees 
shoulJ be considered. fifty percent of this amount is $7,90!. 
Therefore, we have determined, based on our acc:c}Jtanc:c ot the 
settlement offer, that $14, 53E! of leg.d and acc.:ounting costs 
incutred to prepare the gross-up tf'f11nd reports should be dllowcd 
as an offset against any overcollect ion. Howt!Ver, since the 
overcollection was only $12,421 for 1Q94, only that dmount is 
needed t.:> totally offset any refur.d .:~mount due, dnd no retund is 
necessary. 

1995 

Foe 1995, the utility calculated a refund of $12, but proposes 
no refund because of the iiTlllldteriality. We calculate an $8 ref•Jnd 
and concur that no refund should be required bec ..suse o f the 
immateriality. We did not examine legdl dnd .Jccouuting costs 
becduse no refund was required even be for~ their cor.sidecatior;. 

Parkland calculates that the above-the-line income is $60,450 
for 1995, before the inclusion ~nd effect o! taxabl~ CIAC. 
However, as a result of the aJjustments d1sc uss nd abo ve, we 
calculate above-the-line income o! 511,412 befo re the inc lusion and 
effect of taxable CIAC for the same period. BeCdUSe we calculate 
above-the-line income before the inclusion aud effec ts of taxable 
CIAC, we are in agreement that all CIAC (reduced by first year's 
depreciation) is taxable. The utility's CIAC report lndi cates a 
total o! $457,~ 1 in taxable CIAC was received, with $11,787 being 
deducted for first year's depreciatiJn, resulting in taxable CIAC 
of $445,801. Using the 37.63 percent combined fedeca 1 and <:tate 
tax rate as provided in the CIAC report, wr- ca k ul.H<" th(• t.1x 

effect to be $1'>7,755. When this .amoullt l s multiplied by the 
expansion factor to gross up t.Jxes, the amoun t o [ gross-up required 
to pay the tax ~ffect of the CIAC is calculated to be $268,96~. 
The utility collected $268,974 of gross-up monies. Therefore, the 
overcollection is only $8. Because o! the imm.~te cial.i t y, no refund 
shall be required. 
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CL0.S I NG I. F DtJCKET 

Upon r>xpir .. tion o..f l.h•· p:-IJtP:;t pl'tiud, 11 <~ tlm•·ly pt<.1t•~st i s 

nut tiled by a subslanLLc.lly dft(•<.:tt ~d person, this u .. .-J.:ct sh.d l , ,,. 

closed. 

Base~ nn the fore~oing, it is 

ORDERED by the F lc, rl<i.t Pu b l1 •: ~l'l\1 11'\! c,>tnmis:·.1u11 Lhdt the 

rr-qu '!'SL of P~ rkland UL i 1l t 1es, In.:., to ott set fit t y p~rcent of th~ 

1(:-',: ... ll and acco untl.ng fees ag.unst .lny overrollt~<·t ion~ i :> .1cct~pt ed. 

It is further 

ORDERED that the provisiuns of this Ord•~r, ~~;s•wd ,,:-; prnp••:·•·ol 

agency action, shall becnme f 1nc1l .~r .. l ,•ll.,•·t IV•' •ml•·s:; ·tr• 
approp riate petition, in the !orf:l providr!d by Rlllt• .''"> -2:-'.0H,, 

Florida Administrative Code, i.s ceceived b~· thP. Director, !)i.visi on 

of Records and Reporting, 2~40 Shumard Oak Boul•:vard, T.1! ldh<lss~e, 

E"lori.da 32399-0850, by the ci.osf' of busin~ss on Lhe d.ll•! St!t fcrth 

in the "Notice of Further P.r:oceedu:gs o r Judi c i..Jl Revit! W" c1ttad1ed 

hereto. It is further 

ORDERED that no refunds tor ovcrcoll~cLion of yross-up on 

cnntributions-in-aid-of-constru~tlon for the years )Q94 and l~9S 

~re required. It is further 

ORDERED that the schedule attached to 

incorporated into and mo oe a part ot this order. 
this 
1 L i .:> 

ordE"r is 
fu rt hr· r 

ORDERED that in the event tt.is order becomes I i:1al, tlli~ 

docket shall be closed. 
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By ORDER of th'O' Florida Public S<~rvice Corr.m1ss.ion this l!2.l.h 
day of ~rch, ~. 

~. 
BLANCA S. BAYO, Directn 
!ivision of Ht!CC)!rlS t~rM !·•·p• rtii!<.J 

! S E.. A L l 

RRJ 

NQTICE Of fUPTHEB PROr::EEOlNGS OR JUDICIAL BEVlEW 

The florida Public Service Commission i~ requirBi by SecLlon 
1 2 0 • S 6 9 ( 1 ) , f 1 o ri d a S t a 1 u t e s , : o r. J t i f y p.u t i e s o [ any 
administrative hearing or judicial review ot Commission orders that 
is available under Sections 120.57 or 120.68, f1orLda Statutes, ~s 

well as the ~rocedures and tim~ limit• th~t apply. This notice 
should not be construed to mean all request> for an .lr1ministrative 
hearing or judiciat review will be granted or re~ult in the rel1ef 
sought. 

Medic~tion m3.y be available on a 
mediation is conducted, lt does not 
interested per3on's r1ght to a hedring. 

ce~sc-by-o·use l.lct:>is. If 
atf~:ct a sub.stantie~lly 

The action proposed herein is p.reUminary in n~t ur~ .m.:l wi l! 
not become effective or final, .-.x.cept as pr<>vi•h·d l>y 1-:wl·~ L~
?2.029, Florida "timini.c:trative Code~. Any pecson whose subst.dntia! 
interests are a1fected by the action prcposed by this order rndy 
file a petition for a formal proceeding, as proviJed by Rule 2S-
22.029(4), Florida Administrative Cod€', in t.hP forno Pt<'vtJt><J by 
Rule 25-22.036(7) {a) dnd (f), florid<.~ AdministratJ.Vl.! Co(lt~. This 
petition must be received by the Directvr, Division of Records ar.d 
i:eporting, 2540 Shumard Oak Boulevard, Tclllahassec, florid.t 32199-
0850, by thE: close o! business on Apri 1 20, 1 ()')F4. 
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In the absence ot such <:.~ petit ion, l his r> rdc r :;h o J t l:>r:r;omc 
effective on the day subsequent to the above rtate as prov j ded by 
Rule 25-22.029(6), florida Administrative Code. 

Any objection or proteet tiJ.ed in this docket bPfCJre the 
issuance Jate of this Clrder is cons ide red abandoned u•.l "?S:J it 
satisfies the foregoing conditions and is renewed within the 
specified protest periorl. 

If th1s order becomes final and cf(ecLive on the dut~' 
described above, any party substantial! y affected may rcquesl 
judicial re"iew by the Florida Supreme Court in th(: case '")f -'In 
electric, gas oc telephone utility or by the first District C:ourt 
of Appeal in the case of a water or wastewater utility by Lil inq .~ 
notice of appeal with the Director, Div :sion of Records and 
Repor~ing and filing a copy of the notice of appeal and the filing 
fee with the appropriate court. This f i 1 ing must be cumpleted 
within thirty {30) days of the effectiv~ date of tris order, 
pursuant to Rule 9.110, ~lorida Rules of Appellate Procedure. The 
notice of app~al must be in the form spLcified in Rule 9.900(a), 
rlorida Rules of Appellate Procedure. 

J 
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