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Q.BI BACJ(GBOUIIJ) 

The repeal of Section 118 (b) of the Internal Revenue Code 
(I.R.C. ) resulted in making cootributiona-in-aid-of-construction 
(CIAC) grosa income and depreciable Cor federal tax purposes. In 
Order No. 16971, issued December 18, 1986, the Commission 
authorized corporate utilities to collect the gross-up on CIAC in 
order to meet the tax impact resulting from the incluaion of ClAC 
au gross i11come. 

In Order No. 23541 . the Commission determined that any water 
and wastewater utility ~ ready collecting the gross-up on CIAC and 
wishing to continue collecting the groaa-up, had to file a petition 
for approval with the Commiesion on or before October 29~ 1990£ By 
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DOC.OT NO. 960055-80 
PltBROARY 8 , 1996 

• 
Order No. PSC-92-0003-POP- WS, issued March 3, 1992, Gulf lUre 
Wostewater Treatment Plant (Gulf Aire or utility) was granted 
continued authority to gross -up CIAC for the related tax impact . 

Gul f Aire is a Class •c• wastewater utility providing 
wa s t ewater service to approximately 183 customers in Gulf County . 
G•.1l f Aire reported gross rl!vanue• of $71, 655.08 and net operating 
income of $17,712 1n its 1!94 annual report. 
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OOCXBT NO. 960055·80 
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• 
PI SCQSSI QN 01 I SSUJS 

ISSDJ 1 1 Should Gulf Aire Wastevater Treatment Plant be required 
to refund excess gross-up collections for 1991·199~. 

RECOMMENJ)ATION1 No, chn utility did not collect any gz-oso·up 
funds in 1991·1994; therefore, no refunds are required for 1991-
1994. (GILCHRIST) 

STAll ANALXSXS 1 In compliance with Order No. 16971, Gulf Aire 
filed its annual CIAC reports regard ing its collection of gross-up 
for the years 1991-1994. Gulf Aire•o CIAC reports revealed that 
the utility did not gross-up f or CIAC in 1991·1994. Pursuant to 
Order No. PSC-92-0003-FOP·MS, and in accordance with ita tariff, 
Gulf Aire haa the authority to gross-up for CIAC. Therefore, by 
correspondence dated June 13, 1995, staff aeked Gulf Aire to 
provide an explanation of why it did not gross -uo for CIAC in 1991-
1994. on July 20, 1995, Gulf Aire filed a notarized statement and 
a written explanation of why it did not gross-up for CIAC. Gulf 
Aire explained that it has bec:.n operating at a loss because of 
extremely high debt requirements. As a result, the utility stated, 
and staff agrees, that Gulf Aire should not be placed in a position 
where it may have to make refunds. Since there were no gross-up 
funds collected by Gulf Aire in 1991- 1994 , no refunds are required. 
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• 
DOCKBT NO. 960055- SO 
JI'BBROARY 8, 1996 

IS SUB 2: Should the docket be closed? 

• 
BBCOMMINDATIONa Yea, the docket ehoald be closed. (AGARWAL) 

STAPP ANALYSIS 1 No further action is required in this docket and 
it should be closed. The utility did not collect any gross-up 
fando in 1991-1994; therefore, re'!unds are not required in this 
docket. 
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