
I 

I 

I 

BEFORE THE FLORIDA PUBLIC SERV ICE COMMI SSION 

In re: Petit i on of PONTE VEDRA 
UTILITIES, INC. t o reverse e ntry to 
Account 271, Contri but.ions-in-Aid­
of-Const r uct ion (CIAC), in St. J ohns 
County . 

DOCKET NO. 890299-WS 

ORL' ER NO. 21110 

I SSJED: 4-24-89 

The foll owing Commissioners participated in the disposition 
of this matte r : 

MI CHAEL McK . WILSON, CHAIRMAN 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T . HERNDON 

ORDER REQU IRI NG REFUND . DIRECTING PAYMENT OF INTEREST, AND 
DELEGATING AUTHORITY TO STAFF TO APPROVE CERTAI N REFUNDS 

BY THE COMM ISSION: 

BACKGrtOUND 

Pon te Vedra Utilities , Inc. (Ponte Ve dra or utility), is a 
water and sewer utility company ser ving the public in St. Johns 
County. 

In March o f 1985, a developer in the utility' s service are• 
prepaid $1, 000 in service availability fees, and $603 in tax 
"gross-up" charges, for housing units to b1 constructed in the 
future. When five connections were made in January of 1989, 
the utility erroneously co llected these fees a second time from 
the developer. Upon d iscove r ing this error in February of 
1989, the utility requested our permi ssion to refund the 
over-collection without interest ; t o ma ke the ne ces sary 
reversing e ntries in its books to reflect the re fund; and t o 
withdraw the $603 income tax "gross-up" c harge from its escrow 
account so that t his amou nt could be refunded to the developer. 

WITHDRAWAL OF TAX GROSS -UP CHARGES FROM ESCROW 
AND DELEGATION TO STAFF 

The Tax Reform Act of 1986 requi res corporate utility 
companies to claim Contributions - in-Aid- of- Construction (CIAC) 
receipts as gross i ncome for purposes o f computi ng a u tility's 
income tax liabi li ty. By Order No. 16971, issued Decembe r 18, 
1986, this Commission autho rized corporate water a nd sewer 
utilities to collect the potential tax liability caused by the 
changes in the tax law with respect t o CIAC charges . In this 
same Orde r we also established certain accounting and repo rt i ng 
procedures for the utili ties to fol l ow with respect t o the tax 
"gross-up". Among these were that the utilities had to re port 
t.o t he Commission at t he conclusion of their tax year the 
actual income tax liability inc urred dur i ng the year as a 
result of the c o llection of CIAC and the utility' s plan for 
refunding any excess co l lection of tax re l ated charges. Also, 
the utilities were required to establish a fully funded 
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interest bearing escrow account for t he deposit of t he CIAC tax 
~gross-up~ . further, withdrawal of funds from l his escrow 
account was permitted to the extent that estimated federal and 

1 State income taxes would be paid as a consequence of income 
taxation of CIAC receipts. 

In Order No. l9l37, issued April 13 , 1988, 
delegated t o our staff the authority to approve a 
of CIAC tax ~ gross-upM charges whe n no tax 
actually incurred. 

we expressly 
t o tal refund 
liability is 

In the present case, we find t hat no tax liability will be 
incurred by Ponte Vedra due to its mistaken second co llection 
o f CIAC charges since t he proposed reimbursement wi ll occur in 
t he utility' s same tax year. Therefore, we approve the 
requested $603 withdrawal of funds from the escrow account . 
further. t o the extent that Ponte Vedra or other uti 1 ities 
encounter simi lar billing errors which result in mis taken 
collections o f CIAC t ax "g ross- up" charges, we hereby de l egate 
to ou r staff the authority t o adminis tratively process 
appropriate refunds. 

REVERSING ENTRIES 
AND DELEGATION TO STAff 

As a utility subject t o our j urisdiction, Ponte Vedra i s 
required to maintain its books pursuant to a prescribed uniform I 
system of accounts . The accounti ng i nstructions for Account 
271, CIAC, pr ovides that a ut i lity mus t seek Commission 
autho r ity prior to t ransferring CIAC credit balances to a · . 
other account. The utility has interpreted this to mean t hat 
our permission is needed for the correctiou o f a billing e r ro r, 
like that in the i nstant case. 

Our prohibition against transferring CI AC credit balances 
is intended to preclude the unauthorized transfer o f such 
ba lances to other long-term asset or 1 iabi 1 i ty accounts. Such 
unau thorized transfers • .. muld include reducing CIAC while 
increasing Adva nces For Construction or Retained Earnings, or 
reducing CIAC (debit) and a l so reduc i ng Plant in Service 
(credit). This polic y is no t. however, intended to prohibit 
reversing entries i n a uti l ity ' s CIAC account to correct 
bookkeeping erro rs such as in the present case. 

Base d on the foregoi ng, we f ind that Ponte Vedra is hereby 
authorized to make the necessary reversing entr i es o n its books 
t o reflect the re fund of CIAC and "gross-up" charges. We 
fu r the : find that in t he future, i n cases such a s this whe r e 
noncontroversial accounting adjustments are needed to co rrect a 
bookkeeping error , such adjustments s hall be reviewed by o ur 
staff and processed administratively. 

INTEREST ON REFUNDS 

Ponte Vedra contends that since any interest on the 
erroneously collected service availability and "gross-up" 
charges would be ins ignif icant and costly t o compute, it s hould 
not be required t o pay any such interest. The utility's 
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request to omit payment of interest on the ordered refunds i s 
ir.co ns is t e nt wi t h our Orders Nos . 16971 and 19371. i ssued 
December 12 , 1986 , and April 13, 1988, respect ively . rn these 
Orders , we s pecifica lly directed t ha t refunds o• e rro neous ly 
collected! CIAC "gross-up" charges would be made with interest 
at the rate ac t ual ly earne d by t he ut i lity . There fore , we find 
tha t Pon te Vedra s hall pay in terest o n bot h the service 
availability and income tax "gross-up" cha rges wh1ch i t 
er roneously collected. We now turn to the question of the 
appropriate rate of interest. 

As discussed above , we have previo usly determine d that t he 
app r opriate int~rest rate for refunds of tax "gross-up" cha rges 
is the rate ac tual ly earned by the utility o n s uc h fee s . In 
o ther situations, such a s in t he case o f i n terim r ates , whe r e 
the Conunission has ordered a r efund with interes t , the 
Commission rule is that interest s ha 11 be ca l e u lated at the 
commercial paper rate. However , since in i ts petition seeking 
omittance o f payment of interest , the ut ility a lleged that it 
wo uld be costly t o c a lcu late t he interest refund, we wi l l 
authorize the utili t y to uti 1 ize the least costly method in 
arriv ing a t the interest refund amoun t re l at ing to the 
"gross-up" o vercol lection. Neve rtheless , i n terest on the 
service availability charges sh1 ll be calculated at the 
c ommerc ial pa pe r rat e pursuant to o ur rule. 

Based o n the foregoing, it i s , t herefo r e , 

ORDERED by the Flo r ida Public Serv i ce Commi ss ion tha t t he 
pet i t ion of Po nte Vedra Uti lities , Inc. t o r e verse an entry to 
Account 271 , Cont r ibut ions- i n-Aid- o f - Constructio n (CIAC), is 
approved in part and denied i n part as sho~·n i n the body o f 
this Order. It is further 

ORDERED that Po n te '/ed ra Utilities, Inc. s hall ' refund wi t h 
i n te rest o n erro neously collected service availability and tax 
" g r oss-up" charges as s hown i n t he body of t h is Order. It is 
further 

ORDERED tha t Commission Staff is hereby grant ed 
admi n istrative authority to review and approve noncontroversial 
account ing ad justments and rc(unds necessary t o co r rect 
bookkeeping errors caused by the e r roneous co ll ect i o n of CI AC 
se r vice availability or "gross-up" charges whe re such 
collection does not result in t he affected utility incurring 
any income tax liability . I t i s fu r the r 

ORDERED that this Doc ket shall be closed upo n Staff 
veri fica t ion t ha t the refunds o rdered here in have been 
completed. 

By ORDER of the Flor i da Public Se rvi ce Commission, 
this 2~tb day of APRlL 1989 

Report i ng 

( S E A L ) 

RJ F 
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NOTICE OF FURTHER PROCEEDI NGS OR JUDIC IAL REVIEW 

T he Flo rida Public Se rvice COilUlliss i o n i s required by 
Section 120 .59 (4), Flo rida Statutes , to not i fy part i es of any 
administrative hear ing o r j udi c i al review o f Commiss i o n o rd e r s 
that IS ava i !able undt.•r St:!cllons 17.0 . 57 0 1 17. 0. &0 , Fl 0 1 1d.:1 
S a tu tcs , as well JS the p1 o~.:cdu 1 es a1.d Li me limi ts Lhal 
apply. Th1s not1ce s hould not be c o n s trued to me an all 
r equests fo r an administrative h earing o r j udicial rev ie•..1 wi l l 
be g r anted o r result 1n the reltef sought. 

Any piH y advl! t !.i ..:ly .JtL..:cL..:d by the Commi ssion ' s fi nal 
acti o n i n this matter mJ y r equest : 1) recons iderati o n ot the 
decis t on by fili ng a motion f o r reconsideration wi t h t he 
Directo r. D1visio n o f Reco r ds and Reporting w 1t h in f ifteen (1 5 ) 
c!ays o f the issuance n t •hts c>trl<' 1 1 11 the 10 101 p 1escribed by 
Rule 25-22.J60 , Fl o tt.! .• r\cl :n tnt s tJttve Code ; or 2 ) judicia l 
rev i ew by the F lo1 tda Supr eme Cour t tn t he case of an e lec t ric, 
gas o r telephone uLiltLy o r Lh e fir st Dist ri ct Court o f Appeal 
in. the c ase o f a 1.,c,1tet or sewer uti li t y by f iling a notice o f 
appeal wi th t he Di r ec o r . Di ·tisi0n o ( Reco rd s and Re por t i ng a nd 
fi li ng a copy o f the llOllce OL .1ppcal and t he Cilinq fee wi th 
the appropr i ate cou t This t i l 1ng mu st be comp leted w ithin 
thi r t y ( 30 ) days afte1 t he issua n ce.? o ( Lhi s o rder , pursuant to 
Rule 9 .1 10 , Florida Rules o ( Appellate Procedure. The notice 
o i appeal must be 111 the form s pect f ied in Rule 9 . 900 ( a ), 
F lorida Rules of Appellate Procedure . 
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