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6. Sugpested Dochet Title Dignesition of Centritstion-in-Aid-Of-Cenatructisn Srasa-um furss Cellscted By Pals
Eosst Utilities in Flsmier County

5. Sugpested Decket Wailing List (attach separete shest 1f necessary)
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LainCosst Utility Cormaration = devee Mehisfeltein
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2aln Cosat, Fiaride JRIIT Ihe Nahen Btation.m 1709-D Mehan Prive
Ialishesase, Ploride 32308
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January 28, 1998

Ms. Connie L. McCaskill
Supervisor/Limited Filings

Florida Public Service Commission FER 3 199A

2540 Shumard Oak Bivd.

Tallahassee, FL. 32398-8073 Fatvn BHIbRen
g

Re: 1996 CIAC Gross-up Report

Dear Ms. McCaskiil

Attached to this letter is Paim Coast Utility Corporations 1996 C!IAC Gross-up Report,
for the period January 1 through June 12, 1998, in compliance with Order No.
24129. Also attached is the following supporting information described in Order No.

16971:

¢ Schedules showing the traatment of CIAC in Palm Coast Utility's 1896
tax workpapers are snciosed.

* Tariff pages, regarding the gross-up are enclosed.

. It is not practical to furnish signed copies of the Consolidated Federal
and State income tax returns of ITT Industries, Palm Coast Utility's
parent company. Palm Coast Utility's tax workpapers are available for
review at the above address.

Please call if | can provide any further information.

i

James A. Perry
Vice President of Finance

JAP/bmg
cc: W. Schiefelbein

8. Bilingki

MoCaillLTR
Palm Coast Uulity Corporation

A subsdianc of ITT Corporanon 2 Utiliey Drive, Palm Caast. Florida 32137 ¢ 904 445-331] * FAX 904/446-0143



ciac WerorT

OR TAX . PERIOD JANUARY 1,. 1996 - JUNE 12, 1986

COMPANY: PalmCoast Utility Corporation
TOTAL NON
COMPANY {URISDICTIONAL (URISDICTIONAL
. Twal CIAC 1,042,532 1,042,532
2. Ttal Conmectium Fooe
I Totul lnstsllativn Foos (39,252) (39,252)
4. Total Prepaid Coanoction Fess (st in (2))
S. Tuial Tap-in Fecs (57,198) (57,198)
6. Tl Jack & Bore Foes
7. CIAC Taasblo Bucauss of Amendment 1o Seation 118 946,082 946,082 7
8. Dcprecistion oa (7) _(30,519) — _(30,519)
9. Taxable lacome Effact of (7) 915,563 e 915,563
10. Form 1120, Lise 11 6,072,782 (43,297) 6,029,485
11. LESS: Form 1120, Line 17 (5,373,200) 22,581 (5,350,619)
12. Form 1120, Lise 28 699,582 (20,716) 678,866
I3. LESS: Forrs 1120, Line 25
14. LESS: Form 1120, Line 206 )
15. Form 1120, Lise 30 699,582 (20,716) 678,866
16. LESS: Not CIAC Taxshle Bacasse of TRA ‘86 (from Lise (7)) (915,563) (915,563)
17. PLUS(LESS): Othar CIAC Effocts of TRA ‘86 (skeched)® (251 ,436) __(251,436) _
18. Adjusted Form 1120, Line 30 (407,417) (20,216) = __(4BA13N) .
Currear Combined Faderal & Steie Tax Rate 38 _S87 ~
19. CIAC Gross-up Callectiogs 244,747 244,747 ¢
?.Cﬁ‘&?ﬂ’ﬁﬁmu on potential refunds
1. Interest oo gross-up collections, waDet 6,689 o 6,689
22. Net CIAC Gross-up To Be Applisd To Lise (%) 251,436 25l.436

CIAC Gross-up Rate Used 33. 5&1

How m«»dn ciac 19 subgect e

Gres - up
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13 P
PALM COAET UTILITY
WO THE U.S. FEDERM, INCOME TAX RETURN
FOR THE YEAR 198
BUPPORTING SCHEDURLE
~ COWPTAK S
WSS I
EFERENCH AL F
Schadvie A-5 NUMBER BOORE ADD (DEDUCT)  TAX RETURN
SECT 1231 GAMALOSS) FROM BALE OF 0
PROPERTY OTHER THAN CAPTTAL ASSETS
{PER S5CH.A-S-1) 1]
]
ADS YO REFLECT TAX COST OF W-803700 A-$-2 OLeN) 01 eN)
ASSETS SOLD [
0
0
0
0
0
0
TOTAL [ {63} 31638)
A A A
ORDINARY INCOME (LOSS)
(SECT 1M5 1250, 1252 1254 1258} ]
0
]
0
)
0
0
0
TOTAL o (] [
A A A
PROFITS OR (LOSSES) ON FORLIGN EXCHANOE
0
0
0
[
0
0
TOTAL 0 [ 0
A A A
IASCELLANECUS INCOME o 508 .9
CONTRIBUTIONS FULLY TAXABLE 128721 / N
[\
0
[
0
[
0
[
o
0
0
[
¢
0
T07AL 39 1287219 141804
A A A

|

.



. SECUND REVISED SHEET NU., 64.0
CANCELS FIRST REVISED SNEET NO. 44

PALM COAST UTILITY CORPORATION
Water Division

TAX 1MPACYT OF CILAC

16.0 Prior to the Congressional Tax Reform Act of 1986, Sectio

118(b) of the Internsl Revenue Code provided for the exclusio
of certain types of Contributfons In Aid Of Construction (ClAC
from the taxable income of a corpourate utllity. Such awounts were

therefore, tax exempt.

iloweaver, ursvant to the Cougressional Tax Reform Act o
1986, Section lYB(b) was amended to reclassify CIAC (both cas!
sand property) as a taxable source of revenue, effective Januar
1, 1987. The net result of thig actfon is that a utility whic!
is a corporation must now pay Income tax on the CIAC it collects.

Sloce the asmount of this additional tex liebility is directly

attributable to the contributors (develoupers, builders, etLc.) of
the CIAC, the vutility {s authourized Lo collect this samount f[rog

those contributors.
Therefore, in accordance with OUrder No. 23541 {ssued oun
October 1, 1990 in Docket No. B860184-rU, this Commission adopled

and approved specific guldelines for o wutility to administer in
the calculation, collectlon, and reporting of CIAC tax liabilicies

as follows:

1) Peln Coest Utility Corporation will collect from
developers and others who convey cash and/or property to a utility
as CIAC, an amount equal to the tax impuct of the CIAC.

2) The tax impact smount tov be collecied shall be deLermined
uslng the following formula:

Tax Impact=(CTR/(1-CTR))*((CH+CP+CL)-((((CiCP)/TL)*(1-(11ROR)
-tl))/ROR)*(CTRi/CTR))

CFFECTIVE DATE: @Qctober 22, 199]
TYPE OP FILING: CIAC GROSS~-UP AUTIIORIiTY

“09‘ “ ik ina Pracsildans



. © FIRST REVISED SIEET NO. 45.0
CANCELS ORIGINAL SHEET NO. 45.

PALM COAST UTILITY CORPORATION
ater vision

CIR = Applicable marginal rate of [federal’ and state corporat
income Lax i

CTR = ST+FT(1-5ST)
ST = spplicasble marginal rate of stalLe corporate incowne tax
FT = applicable margiual rate of federal lucoue tax

C = dollar smount of charges paid to a utility as Contributioni
In Ald of Construction which must be included in taxable
income of the wutility, and which had been excluded froa
taxsble income pursuant of sectlon 118(L) of the Iluternal

Revenue Code

CP = dollar amount of deprecisble property conveyed Lo utility
which must be {ncluded in taxable income of the utiliuy
and which had been excluded from taxable income pursuant

to section 118(b) of the Ilnternal Revenue Code

CL = dollor amount of land conveyed to wutilivy which must
be included in taxable income of the utility and which
had been excluded from rtoxable income pursuant to Section
118(b) of the Internal Revenue Code

TL = tax life for contributed property
CTRi = tax rate expected to be in elfect when tLhe dJepreciation
is taken on the tax return

-tl = negotive exponent of the ¢toex life of the coolributed

agset

ROR = rate of return of 9.21%

Conslgstent with the terms ol aun Agreement doted February
11, 1987 between 11T Coumunity Development Corporation (l1CDC) and
the Utility, both being wholly owned subasidiaries of ITT Corporation,
tax {impact amounts received by the Utility from 1CDC that are
gspecifically related to ICDC projecta shall not be required Lo
be deposited as received into an eacrow account. llowever, CIAC
tax {mpact funds received from anyone other than 11T Coumunity
Development Corporation ahall be deposited into an escrow account.

EFFECTIVE DATE: 10422/9]
TYPE QF FILENG: CA GROSS~UP AUTHROETY

Roy'W. Likins, President




. ) |-'0|m'r||Q-:wsnu SHEET NO. 38.0
CANCELS TilRD REVISED SHEET NO. 38.

PALM COAST UTILLTY CURIPORATION
Sewer Division

TAX _IMPACT UF CIAC

15.0 Prior to the Cougresnlonsl Tox Relfurm Act of 1986, Section
118(h) of the Ilonternal Revenue Code provided for the exclusion
of certsin types of Contributjons 1o Ajd Of Construction (CIAC)
from the taxable income of a corpurate utiliLy. Such amounts were,

therefore, tux exempt.

) [lowever, pursusnt Lo the Cungressional Tox Relorm Act of
1986, Section liﬂ(b) was aumended to reclassify CIAC (both cash

and groperty) 88 @ Laxable source of rvevenue, effective January
1, 1 The net result of this action fs chot &8 vutility which

is o corporation muat now pay loucome tax vu the CIAC {t collects.

L3

Since Lhe amount of this weddltional tax. lisbillty le dlrectly

sttributable Lo the coantributors (developers, bullders, etc.) of
the CIAC, the wutillry is outhurized Lo collect this awount [rom

thuse contributors.
Therefore, 1in accordonce with Urder No. 2354! 1issued on

October 1, 1990 in Doucket No. 860184-PU, this Commisefon adopted

and approved specific pguldellnes for o utility to adminlster In
the culculntlou. collectlon, woud reporting of CIAC tox liabilities

as follows:

1) Palm Cosst ULillriy Corporation will collect from
developers snd others who couvey cash and/ur property to s uvtility
as CIAC, an omount equal vo the tax lmpoct of the CIAC.

2) The tax fmpect amount Lo be collected shall be determined
uslng the foullowing formula:

Tax Impact=(CTR/(L-CTR))*({(C+CPr+CL) - ((((CFCP)IIL)*(I (11ROR)
=tl1))/ROR)*(CIRL/CIR))

EFFECTIVE DATE: @octeber 22, 199
TYPE OF FILING: CRAC GROSS-UP AUTHORETY

Rov W. Liking. President



THIRD REVISED SHEET NO.J 39.0
CANCELS SECOND REVISED SIEET NO. 39.0

PALM COAST UTILITY CORPORATION
aevwer Divieion

CTR = Applicable marginal rate of f[ederal and state corporate

income tax

CTR ST+FT(1-5T)
ST applicable marginal rate of state corporate Income tax

FT = applicable marginal rate of federal income tax

C = dollar emount of charges paid to s utility as Contributions
In Ald of Construction which wmust be included in taxable
income of the utllity, and which had been excluded [rom
taxable Income pursuant of section 118(b) of the Internal

Revenue Coude

CP = Jollar smount of depreciable properLy conveyed to utility
which must be included in taxable income of the utility
and which had been excluded from taxsble {income pursuant
to section 118(b) of the Internal Revenue Code

CL = dJdollar amount of lend conveyed to wutility which must
be included in taxasble income of the utilicy and which
had been excluded from taxsble income pursuant Lo Seclion
118(b) o’ the Internasl Revenue Code

TL = tax life for contributed property
CTRi = tax rste expected Lo be In effect when the depreciation
is taken on the Lax return

-tl = npnegative expouent of the tax 1life of the contributed

assat

ROR = rate of return of 9.21%

3. Consistent with the terms of an Agreement dated February
11, 1987 between ITT Community Development Corporation ¢(ICDC) and
the Utility, both being wholl owned subsidiaries of ITT Corporatlon,

tax impact smounts receive the Urility ([rom 1CDC that' are
specifically related to I1CDC projects shall not be rchlred‘ to
be deposited as received into an escrow account. llowever, CIAC

received from anyone other than ITT Communiiy

tax fmpasct funds
Development Corporation shall be deposited into an escrow account.

EFFECT}YE DATE: 10/22/91
TYPE OF FILING: CIAC GROSS-UP AUTIORITY

Roy W. Likins, President




