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Blanca S. Bayo, Director
Division of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399

Re: Undocketed Workshop on Gross-up of CIAC
Dear Ms. Bayo:

On Tuesday, September 19, 1995, T received a copy of the
notice of workshop related 1.0 the above referenced matter. I also
attended on behalf of the Florida Waterworks Association and
geveral effected utilities, the Staff workshop held on August 30,
1995. At the Staff workshop, we were informed of the Commission
Staff's September 29, 1995 deadline for preparing a package tu be
presented to the Commission in advance of the full Commission
works . We stated to the Staff that we intended to provide
materials to be included in that package by that date. We have set
up our scheduling of review and preparation of information in order
to provide that informaticn to the Staff by September 29, 1995.

The second paragraph of the workshop notice now states that
all such submittals should be provided to the Staff by September
22, 1995. Because of our arr.‘.ntqamenta in accordance with our
previous understandings with Staff, we are unable to meet this

W K emher 22 deadline. However, we will try to provide that
ACK - ormation for inclusion in ‘the Staff's package to the

AL L @ommissioners as much in advance of the September 29th date as is
- _possible.
A .
CAF ..;;1 Should you have any questions in this regard, please let me
h oW .
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B. What formuls or forsulss should be used when groms-up is i. How should first year's depreciation be
coll oy (s E d x : - treated? T
1. Should the first ysar's deprecistion be considersd 1i. How ahould subsequent year's daprecistion
in determining the amocunt of gross-up to collect? be treated? e
. How whould the first year's depreciation be : . 1ii. What is the bast scurce of inforratics te
dets rdned: 1 use in determining the ssount of cash
converted to  assets, for wuse in
i, Should the half r'n convention or other calculating first year‘s depreciation
cenvention be u..F' benefits to tha developsr? Tax return?
Anrual Report?
il. Fbould the utility be red to uss the most
iiberal method of aval e tax deprecistion? €. How should revenues and expansss that are
treated differently on the bocks and the tax
3. Showid the same formula apply to both plant and return be treated?

~iub contributions?
i. How phould smortization of debt/bond

. :hn i the appropriste tax rate to uee in the ilesue coste be treoated?
ormula?
i1, How abhmuld sabove-the-line and below-the-
IV. RETENTION OR REFUND OF GROSS-UP lirs interest expense be calculated?
A. I8 there ever excess gross-up? i1i. Mow should the state emergency excise tax
ba trested in the refund caleulstion?
B. How should excess gross-up be measured? That ls:
d. How should meter fess snd similar revenuss be
1. Should the excess be detarmined on an above the treated?
line basis? If mot, how should it be determined?
®. Is the level of sxpenas set in the utility's
i. Ghould the excess be wmeasured by what is on the last rate case reluvant?

actual tax return for the year?
L. Is the disallowsnce of an expanse in the

n. What effect, 4f any, sbould amended tax utility's last rate case relevant?
returns have and when should they be
recognised? g Whea a uillity ie sold, bow should gains or
losses be treated for refund purposes?
b. What effect, if any, should WOLs (current,
carry-back and carry-forward) have? i,  Sbould the state incose tax effect of the
gain or loss be above-the-line?
3. How should what ls on the tax return be allocated
to above and balow the line operationa? 4. For purposes of gross-up refunds, how should the
tax rate be calivlated?
a. What effects do weed and useful adjustments
have, if any? €. 1t there is excess gross-up, should the utility be

required to refund the excess?
b. flow should the depreciation taken on the tax
return be treated? 1. 1s thers an smount below which sosething other than
& refund 1° appropriste? If wo, what is the
amount?




If lisbilicy i ulﬂllm ‘oo an above
Iine m o, how

credits against the

. be all to above the line opsratioms?
L. ‘ll'. wffect shoald

anended
and whan ahould it ba recognized?

ghould the cash flow requl
utility during the time CIAZ is to be
collected be consldered a criterla?

i, If a weilicy will incur & tax lisbilicy
as a result of collecting CIAC, but the
utility has the ability to pay all or

ion of the taxes, should the wtilicy

dllowed to gross-up or be ﬂqulnd to
:Mu:u or a portion of taxas
tee

i1, If the utility has a parent or affiliste
that can fund the CIAC taxss, should the
utility be allowed to groms-up?

Should the wtility's ability to go into the
financlial markets to get investor sources of
funds in liew of gross-up bes cocaidered a
eritaria?

i. 'How should the wtility's abllity to go
into the financial markets be measured?

ii. Should the wtility's willlngness to
into the financial markets be conside

1ii. Should the utilur e interest coverasge be
considered

iv. BShould alternative msthods of financing
be coneidersd?

What is the effect on existing utilicy
sarnings and custoser wates if the utiliey
doss not collect gross-up?

sheuld the mMmmm-
; expanses,
.ll_ltl_im unrhﬂlnﬂmm

returns have

NOTICE OF WORXSHOP
<
) e ‘l!thnhmmhmruthmmmlnr
o . refunds m.nguamum in tha escrow sccount be
Vi, mwﬂ“w

i “lnuhuld Fecelve the beoefit of tax wmm
mu-ur

S mm;mmu:uwim
e mmmwmmh:m:m
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1. hﬁﬂﬁmdmtwm-wmmpn rate
canes be zad?

¥VI1. ACCOUNTING FOR GROSS-UP

A. lh:t journal entries should be used to account for gross-
up

1. 1In Lie year of receipt of gross-up?
2. In subsequant years?
3. For refunds?

B. Should CIAC timt is not gioesed-up be identified on the
utility’'s books?

¥Ill. ALTERMATIVES TO GROSS-UP

A. What alternatives are there to gross-up of CIAC?

In determining whether chere should be gross-up, should
the Commission coneider the wtility*s -1 lingness to use
or seuk alternativ Lo groas-up?

C. Should the groes-up of CIAC for cash contributicns be a
component of the total service availability charge, thus
eliminating the eeparate gross-up amcunt?

D. Should refunds bo decermined over a three to Eive year
period, rather than o1 an annual basia?



Jurisdiction is vested in this m—aum

367, Florida Statutes. The workshop will rnnd the
m:::tﬁ.th; Chapter and Chapters ll-l.l 25-30, :lruzldl

By mr:mnl of the Florids Public Service Commissicn, thi
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BOTICE OF WORKSHOP

UNDOCRETED

PACE 2

Service Cosmission ualng the Florida Relay Service, which can be
reached st 1 (800} $55-08771 (TOD).

Genexal Informsticn

The purposa of this mhhnp to review and discuss the
Commiseion® : :::tlt practices for n'nﬂ.-nith taxahility of CIAC,
"H‘Hﬂiﬂt ancouraged to share their {dess and concerns about
the current method of m afforded the utilities and to
discuss ﬂ.tmum to ths curreft traatmant. n- :nunu.
rnﬂlﬂnlmruﬂ mumxhumm he workshop

an organized manner.

I mwmn»wwmmnmﬂwu

M. | Bhould CIaC -p_-ur keap the utllicty whole in relation
L3 1] T

1. The taxes actuslly paid on ths CIAC?
2. The tax effect of the CIAC?
II. AUTHORITY TO GROSS-UP

A. Ghould the Cosmission continue to allow utilities to
grose-up CIACY

B. If so, should groas-up be parmissive or required?
€. If gross-up is peraissive, should the Cosmission require

the utilictles to mest certain criteria to gross-up? For
example;

1. Bhould che utilicy bs & taxable entity, f.e., a
cospany that files an 1120 fede-al and F1120 state
income tax return?

a. Ehould gross-up apply to only CIAC that was mads
taxable by the Tax Meform Act of 1986 (TRA "8&)7

3. Is thers an actual tsax liability dus to the
collection of CIACT

8. How should ths Cosmission define above and
balow the 1!ne?
b. Sbould the [labllity be measured on a total

company ba=is or an above the line basis?
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BEFORE THE FLORIDA PURLIC SERVICE COMMISSION
; BOTICE OF WORRSHOP
TO
TO WATER AND WASTEWATER UTILITIES
iy amp
= ; ALL INTERESTED pEmscms
FE: UNDOCEETED

WORRSHOP ON OROSE-UP OF
CONTRIBUTTONE TN AID OF CONSTRUCTION

1sSUED: __Geptember 14. 19885

WOTICE is berrby given that the Florida Public Service
Cosmisslon will comjuct a workshop, in the above-referenced docket,
to which all <isone are invited, at the following time and place:

$:30 a.m., Octocber 5, 199%%

Wocm 148, Petty Easley Conference Center
4075 Esplanade

Tallahasses, Florida 3239%-08%0

The purpose of thie works is to discuss the current
practices of the Commission smpl in dealing with the taxabilicy
of contributions in #id of contruction (CIAC) and to discuss viahle
alternatives. A copy of relevant guestions are attached to focus
the discussion at the workshop. Workshop participants should
;;t'itl' t_blh:l,tm:hﬂ gquestions and be prepared to comment on and/or

scuss t '

staff is preparing a package to be presented to the Comsission
on or about September 29, 1995. Any information. cosments or
written material to be considered by staff and placed in the staff
package, should be filed by no lacer than Septesber 22, 1995,
Also, parties who wish to commsnt, but cannot sttend the workshop
are encoursged te file comsents with the Division of Records and
Reporting, 1540 Shumard Cak Boulevard, Tallahssses, Florida 32399
0850, on or before Septesber 32, 1933, epecifically referencing
*indocketed CIAC Croms Up Morkshop.®

Any person requiring some sccommsodation st thism hearing,
seeting, etc. because of a physical ispairsent should call :L
Divielen of Records and Reporting at (904) 413-€770 at least five
calendar days prior to ths hearing, meeting, etc. 1f you are
hesring of ospeech {mpaired, please contact ther Florida Publigcr

u9039 PR
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Florida Public Service Cosmission
2540 Shumard Oak Blvd.
Tallahasses, FL - 32395-0870

Rose, Sundstrom & Bentley
Mr. F. Marshall Deterding
2548 Blairsione Pines Drive
Tallahassee FL 32301-5915
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