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Gulf Aire Wast ewater Treatment Plant (Gulf Ai re ~r uti l ity ! i s 
a Class •c• wastewater utility providing wastewater s ervice t o 
appr<Jximately 203 cust()ID(!rs in Gulf County. Gulf Airc r e ported 
gross revenues of $74,881 and net operating income of $ 5 ,410 Jn its 
1995 annual report. 

As a a·coult o( tho repea.l of llrJctlo n l!Bibl o f t-ho lnt. •Jrnal 
Rcvonue Code Cl.R .C.), contributi onu- in· aid-o( -conotruc t.lon (C JACI 
became groas inca.e and -re depreciable for federal tax purposes. 
ln O~:der No. 16971, isoued December 18, 1986, the Commluoion 
authorized corporate utilities to collect the g~:ooo-up on CIAC in 
o rde r to ~t tho tax i~~~po1ct result.lng froon lhe lnc luoio n o f CIAC 
.w 9 ross tncomo . 

Order llo. 16971 and Order llo . 2lSU, issued Oect>laber 18, 1986 
and October 1, 1990, respectively, require that utilities annually 
file infor.ation which woula be u.oed to determine the a c tual utatn 
and federal inca.e tax liability directly attrlbut•lble to the CIAC. 
The info~tion would also determine whether refunds of grouo-up 
would be appropriate. These o1·ders also required t:hU all grooo- up 
col l ections for a tax year. which ,,re In exceso o f a utlllt:y'B 
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• • • 
actual tax liability fo r t he sa- year, should bu z·u lundcd on,, pn> 
rata basis to thoae persons who contrlbuted t he taxes . 

In Order No. 23541, the Ca-ission required any wat er and 
wastewater utility already collect ing the gross- up on ClAC and 
wishang t o conti nue, t o file a petit ion f o r appro val with the 
Co..iasion on or before October 29, 1990 . on J u ly 8 , 1991 , i n 
Docket No. 910753-SU, Gulf Aire appl i ed for author i ty t o contin ue 
to collect gr08s•up on CIAC. By Order No. PSC· 92- 000l·FOP-WS, 
issued March 3, 1992, Gulf Aire was granted continued autho r ity to 
gross- up CIAC for the related tax impact. 

On September 9, 1992, this Commission issued Propose d Agency 
Ac t i on Order No. PSC- 92 · 0961- POP- WS, which c larifi ed the rro viaion 
o f Orders Nos. 16971 and 23541 f o r t ho calc u l ation o f r o fund o o f 
g ro oo-up of CIAC. On Septe~r 14 , 1992 , Or der No. PSC- 92 - 0961A· 
FOF-WS was isoued . This o rder i ncluded Attac hment A whic h rf.! f Jcc tu 
t he generic calculation form . No protests -re filed , and t he 
Order bec:alll! final . 

o n Marc h 29, 1996, Docket No. 960397 -WS was opened to r e v iew 
th•· f'q<nml JIIol on ' ll 110ilc y co nccrni11<1 th(• coll•' c tio n ;nut r•'f.•mtl o f 
ClAC gross- up. Workshops were held and common to and p l·opo o .. w wu r c 
received from the industry and other i ntereoted ~rties . By Order 
No. PSC-96-0686- POP- WS, issued May 24, 1996, staff was directed to 
continue processing CIAC gross-up and refund cases pursuant t o 
Order Nos . 16971 and 23541; however, staff was al so d i r ected t o 
make a rec-ndation to the Ca.oission concerni ng whether t he 
~iss ion's policy regarding the collec t ion and r etund o f CIAC 
sho uld be changed upon staff's 0011pletion o f its revi- o f t he 
proposals and ~nts offered by tho works hop participants . In 
a dd i tion , staff was d i rected to cons ider ways to si~~pl ify the 
p rocess and det ermine whe ther thoro wore v i able a ltornativoo to 
t he gross-up. 

However, on August 1 , 1996, the Small Business J ob Protec tion 
Ac t of 19.96 (Tho Ac t ) passed Cong re nn and was nigne d Into l iow by 
!•res i dent Clinto n o n August 20 , 1996. The Act pz·o v ldc d l o r Lhe 
non - taxability o f ClAC collected by wate r a nd wastewater util i tieo 
effec tive retroactively for a.ounts received after June 12 , 1996 . 
As a result, on Septeeber 20, 1996, i n Docket No. 960965 -WS, Order 
No. PSC- 96· 1180- POP-WS was issued to revoke t he aut ho r ity of 
uti l i t i es to collect gross-up o f CIAC and to cance l the r espective 
t ariffs unless, within 30 days of the issuanc e o f t he o rde r . 
affected utiUti es request ed a varianc e . Sinc e there was n o l onger 
a need to review the Co..lssion•e polic y on the gross- up o f CIAC, 
o n Octobez· 8 , 1996, Ot:dQr No. PSC- 96 · 1253 - FOF· WS was inou(ld, 
c l o ni ng llockol. No. 96039'1-WS . llowcve r, as eot abliohe d in Ordur No. 
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PSC-0686-FOF-ws, all pending ClAC gross- up r.efund cases arc being 
processed pursuant to Order: Nos. 1697~ and 2350. 

The dJ sposi t i on of groso- up refunds col lected by the u t i1.i t y 
in 1.99.1-1?.?4 )!e.re addressed in J)ocket No. 960055-SU and order· No . 
PSC-96-0351-FOF-VS, was issued accordingly. The purpose of this 
reOll endation is to address ttie disposition of gross-up fundo 
collected bY the utiHty in 1995-
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pllcQaiiQI or lllpll 

lfiPI 11 Should Gulf Aire Wastewater Treatment Plant be required 
to refund excess gross- up collectiono fo r 1995? 

.. .,. . . . ., . 1 No, the 
funds in 1995; therefore, 
(GII.OIRIST, CAUSSI!AUXI 

utility d id not collec t a ny g rouu -up 
no r e funds are r e qu i r e d fo r 1995 . 

ITN'f •p•Ulll In compliance with Order No. 169'/1, Gulf Aire 
filud its annual ClAC report: regarding lts colloc lio n o C g•·oou -up 
for 1995.. Gul'f Aire's CIAC r oporto revealed that the utility did 
not gross-up for CIAC in 1995. Pursuant to Order No. PSC- 92 · 0003 · 
FOP· WS, and in accordanc e with itn t ariff, Gulf Aire han t he 
.. uthol'lt;y to grouu up r o t• CIAC. Tho t·e l o ro, by corruuj>Onclui'lc•• tl,oLud 
Febr uary 7, 1997, staU requested, and the utility pro v i de d an 
explanation of why it did not collect gross· up f o r 1995. Gulf Aire 
explained that it has been operating at a loss because o f ext r e mely 
high de.bt requiresents. As a result, the utility stated, and staff 
agrees, that Gulf Aire should not be placed in a position v here it 
may have to make refunds. Since there vere n o grooo · up lunda 
collected by Gulf Aire in 1995 , no r ofundo lire required. 

IIIPI 21 Should the docket be c l oned? 

li!IC<ll !!TJC.1 Yeo. Upon ••xpi ratio n o l tho protest period, H 
11 timely protest is not received by a substantially affected 
person, the docket should be closed. IJAEOERI 

ITift 'R1·UIII No further ac·tion i o re quire d In this d ocket. 
Tho utility did not collect any gross -up funds In 199!'> ; therefore, 
refunds are not required in thio docket. Accordingly, upon 
expiration of the protest period, if a timely pro teat is not 
received by a substantiAlly af.fec ted person, this docket should be 
c l on.-d. 
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