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NOTICE Of PROPOSED AGENCY ACTION 

ORDER APPROVING CONTINUED GROSS-UP 
Of CONTRIBUTIONS-IN-AIQ-Of-CONSTRUCTION 

BY THE COMMISSION : 

NOTICE is hereby given by the florida Public Service 
Commission that tho action discussed herein is preliminary in 
nature and will become final unless a person whose interests are 
adversely affected fil s a pet i tion for a formal p:::-oceeding, 
pursuant to Rule 25- 22 .029, florida Administrative Code. 

~ 

mGROUND 

In Order No. 16971, issued December 18 , 1986, the Commission 
granted approval for water and wastewater utilities to amend their 
service availability policies to meet the tax impact on 
contributiono-in-aid-o!-cons truction (CIAC) result ing from t he 
amendment of Section 118(b) of the Internal Revenue Code . In Order 
uo. 2354 1, issued October 1, 1990 , we determined that any water and 
wastewater utilities currently grossing-up CIAC must file a 
petition for continued authority to gross-up no later than October 
29 , 1990, and also ordered that no utility may gross-up CIAC 
wi thout first obtaining the approval of this Commission . Orders 
No. 16971 and 23541 also prescibed the accounting and regulatory 

roatmonts for the gross-up and required refunds of certain gross­
up amounts collected . 

During our review of tho tariffs, we discovered that Sanlando 
Utilities Corporation (Sanlando or utility) had not received notice 
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of Order No. 23541 a nd thus , it failed to r equest permission to 
continue gross-up by the deadline set forth in Order No. 23541 . 
However , on September 12, 1991, pursuant to Order No. 23541 , 
Sanlando filed for authority to continue grossing-up CIAC . 
Although tho information as filed did not meet the riling 
requirements of Order No. 23541 , on November 18, 1991, the utility 
tiled a supplement to its petition containing additional data and 
the proposed tariffs . Further, on Februa ry 17, 1992, the utility 
filed its second s upplement i n s uppo rt of its petition . 

APPROVAL TO CONTINUE GROSS-UP 

In accordance with Order No. 23541, Sanlando has provided the 
Commission with a schedule which reflects tha t the utility will 
i ncur an actual above-the-line tax liability; a cash f l ow statement 
indicating that funds are not available to pay the taxes associated 
with CIAC; a statement of interest coverage indicating a times 
i n terest earned (TIE) ratio of less than 2x; and a stat ement that 
it docs not ha ve an alternative source of financing available at a 
r e asonable rate. Further, as justification for the gross-up, 
s a nlando states that based on the total operating revenues 
generated in 1990 , it will not be able to gene rate enough revenues 
to cover i ts operating expenses , service debt , and pay the taxes 
a s sociated with CIAC . 

... 
The utility also s t ates that it is unable to obtain 

alt ernative financing on the strength of its own operations as a 
res ult of its continued losses. Additional borrowings, even if 
a vai lable, would further erode the utility's capital structure and 
a d d to operating losses via additional interest expense. Sanlando 
al s o indicated that it select ed the full gross-up method because it 
i s the least costly alternative . Finally, the utility submitted 
proposed tariffs for the gross-up. 

Based on the information filed , we find that sanlando will 
continue to have a n actua l above-the-line t ax liability associat e d 
with the collection of CIAC and has demonstrated a continued need 
to gro s s -up. The utility ' s request to continue collecting CIA~ 
gros s-up is, therefore, a pproved . The tariffs submitted by the 
ut il ity ohall be effective upon the expiration of the protest 
p e r i od set forth in t h e Notice of Further Proceedings attached to 
thi s order, if no timely protests are filed. 

All gross-up CIAC collections are to be made in accordance 
with the accounting and regulatory treatments a nd record keeping 
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method prescribed in Orders Nos. 16971, and 23541, and all matters 
d iscussed in the body of those Orders are expressly incorporated 
he r o in by reference. 

Based on the foregoing, it is therefore, 

ORDERED by the Florida Public Service Commission that approval 
i s granted for Sanlando Utilities Corporation to continue 
collecting tho gross-up on CIAC. It is further 

ORDERED that all gross-up collections are to be made in 
accordanc e \1..-ith the provisions of Orders Nos. 16971 and 23 541 , 
which arc incorporated herein by reference. It is further 

ORDERED that the tariff filed by Sanlando Utilities 
Corporation for CIAC gross-up shall be effect~ ve upo n the 
e xpiration date of the protest period set torth in the Notice o f 
Further Proceedings attached to this Order, if no timely protes t s 
a r c f i l ed. It i s !urthor 

ORDERED that a ll provis ions of this Orde r are issued as 
propos ed agency action and shall become final, unless a n 
a ppropria te p e tition in the form provide d by Ru le 25 - 22 . 029 , 
Flori da Adminis trative Code, is received by the Director o f t he 
Div ision of Records and Reporting at his office at 101 East Gaines 
Street, Ta l lahassee, Florida 32399-0870 , by the d'te set forth in 
t he No tice of Further Proceedings below. It is further 

ORDERED that this docket shall be closed upon e xpi r a tio n o f 
t he p rotes t period, if no protest is received. 

By ORDER of the Florida Public Service Commissi on , thi s 27 t h 
day of Apri l, l221 · 

Repo rting 

(SE A L ) 
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NOTICE OF fURTHER PROCEEQINGS OR JUQICIAL REYIEW 

Tho Florida Public Service Commission is required by Section 
120.59(4), Florida Statutes , to no tify parties of any 
adminiotrative hearing or judicial review of Commission orders tha t 
is available under Sections 120.57 or 120.68, Florida Statutes , as 
well as the procedures and time limits that apply. This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial review will be granted or result in the relief 
sought . 

The action proposed herein is preliminary in nature and will 
not bccocc effective or final, except as provided by Rule 25-
22.029 , Florida Administrative Code . Any person whose substantial 
intor sto arc a(fected by the action proposed by this order may 
file a pe ition for a formal proceeding, as provided by Rule 25-
22 .029(4), Florida Administrative Code , in t he form provided by 
Rule 25- 22 . 036(7) (a) and (f), Florida Admini strative Code. This 
petition must bo received by the Director , Division of Records and 
Reporting at his office at 101 East Gaines Street, Tallahassee, 
Florida 32399-0870 , by the close of business on May 18. 1992. 

In tho absence of such a petition, thi s order shall become 
effective on the day subsequent to the above date as provided by 
Rule 25-22 . 029(6) , Florida Administrative Code. 

Any objection or protest filed in this docket before the 
icouance date of this order is considered abandoned unless it 
sa is!ies the foregoing conditions and is r e newed within the 
sp cified protest p riod . 

If this order becores final and effective on the date 
described above , any p rty adversely affected may request judicial 
rcv1 w by tho Florida Supreme Court in the case of an electric, gas 
or elephono utility or by the First District Court of Appea l in 
the case of a w tor or wastewater utility by filing a notice of 
appe 1 with tho Director, Division of Records and Reporting and 
filing a copy of the notice of appeal and the filing fee with the 
dppropriato court . This filing must be completed within thirty 
(30) days of tho effective date of this order, pursuant to Rule 
9.110, Florida Rules of Appellate Procedure . The notice of appeal 
must be in tho form specified in Rule 9.900(a), Florida Rules of 
Appellate Procedure . 
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