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Lila Jaber, Esquire

Division of Legal Services
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850

Re: Ortega Utility Company
CIAC Gross-up Reports 1987-1596
Our. File No. 33066.01

Dear Lila:

I have been asked by Ortega Utility Company to contact you
concerning the ongoing analysis of CIAC gross-up for that Company
for the years 1987 through 1996. After detailed analysis of the
gross-up collections and £filing proposed dispositions of those
funds, the Utility has received substantial inquiry from the staff
and has now provided complete responses to those inquiries.

One point that must be emphasized is that during the Utility’s
last rate case in Docket No. 940847-WS, the Public Service
Commission established rates for Ortega Utility Company on a going-
forward basis to include CIAC gross-up funds as zero cost capital.
Also, CIAC gross-up was amortized with an income amount flowed back
to customers over the life of the contributed plant. As such, the
general body of rate payers of the Utility are receiving full
benefit of those monies from the establishment of those rates in
1995. To now return the benefit of those monies to the Developer
through the refunds proposed by the staff would be requiring the
Utility to pay those monies twice and, therefore, wholly
inappropriate. In addition, as noted in the numerous
correspondence provided to the staff by Jim Bowen, CPA on behalf of
the Utility, there are numerous additional concerns with the staff
adjustments to below the line expenses including operation and
maintenance, depreciation, interest, and NOLs.



Lila Jaber, Esquire
July 16, 1998
Page 2

We believe that at this point in time it is appropriate to
meet with the staff and discuss our concerns and the staff’'s
position on these issues so that we can move forward with the final

decision with regard to these issues.

Mr. Nixon and Bowen are currently out on vacation, however,
they should both be back in the last week of July

I look forward to hearing from you concerning the scheduling
of a mutually agreeable meeting in order to discuss these matters
in detail. :

Sincerely,

ROSE

F. MarsHall Deterdi
For T

FMD/tmg

cc: Ms. Jennifer Iwenjiora
Connie McCaskill, CPA
Alan W. Potter, Sr.
Jim Bowen, CPA
Robert C. Nixon, CPA

ortegaljaber.ltr

Rose, Sundstrom & Bentiey, LLP
2548 Blairstone Pines Drive, Tallahassee, Florida 32301
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Ms. Jennifer J. Iwenjiora
Division of Water and Wastewater
Florida Public Service Commission
Capital Circle Office Center
2540 Shumard Oak Blvd.
Tallahassee, Florida 32399-0850

Re:

Ortega Utility Company
CIAC Gross-up Reports 1987-1996

Dear Ms. Iwenjiora:

You requested additional CIAC Gross-Up information in your letter dated April 17,
1998 in order to finalize your calculations. I am providing that information as

follows:

1.
20

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

A copy of the 1986 Federal Income Tax Return is enclosed.

A1l CIAC coliections for 1992 — 1996 were grossed-up. MMI Hotel Group paid
$3,926 in gross-up in 1995 related to contributed property of $6,760 which was
accepted and recorded in 1996. The gross-up receivable of $72,452 from Ortega
Bluff at December 31, 1994 was collected in 1995 after net credits of $5,940
were given for a correction in the gross-up rate. Flourney Construction
received a refund of $12,464 in CIAC and $7,424 in gross-up in 1994. These
amounts were originally collected in 1992. The refund related to a reduction
in plant capacity charges for Collins Place Apartments and was netted against
other collections in the gross-up report.

Nondeductible expenses in 1994 through 1996 relate to key man officer life
insurance required by certain bank debt and penalties on underpayment of
estimated income taxes. These amounts were not deductible for federal income
tax purposes.

The gain on disposition of utility property of $46,851 in 1990 related to a
Komatsu Wheelcader and Komatsu Excavator (see attached Form 4797). This
equipment was sold when the utility started to subcontract work which was
previously done by the utility. This was reported on line 4 of Schedule M-1 of

the tax return as income subject to tax not recorded on books this year.
HOOY VA
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July 2, 1998

Ms. Jennifer J. Iwenjiora
Division of Water and Wastewater
Florida Public Service Commission

Page Two

5. Gross sale per amended tax return for 1988 is reconciled to the gross-up repori
as follows:

Gross sales per amended tax return , 545,731
Amount included in other income below-the-line in the
gross-up report (part of 14,507) (11,950 + 1,932 +

625 = 14,507) (11,950)
Gross Sales Per Gross-Up Report 533,781

This information should cover all the items which you requested in your letter dated
April 17, 1998. If you have questions about this information, do not hesitate to

call.

I received certain schedules and workpapers from you today which had been previously
requested. I will prepare a response to your preliminary analysis of CIAC Gross-Up
Refund after I have reviewed this information.

Very truly yours,

SMOAK, DAVIS & NIXCN LLP

Jim L. Bowen
Certified Public Accountant

¢c: Ms. Connie McCaskill (Florida Public Service Commission)
Mr. Alan W. Potter, Sr. (Ortega Utility Company)
Mr. Marty Deterding (Rose, Sundstrom & Bentley)
Mr. Robert C. Nixon (Cronin, Jackson, Nixon & Wilson)
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Commissioners:

JULIA L. JOHNSON, CHAIRMAN DIVISION OF WATER &
J. TERRY DEASON WASTEWATER

SUSAN F. CLARK CHARLES HILL

JOE GARCIA DIRECTOR

E. LEON JACOBS, JR. (850) 413-6900

Public Serbice Commission

June 26, 1998

Mr. Jim L. Bowen, CPA
Smoak, Davis, and Nixon LLP
1514 Nira Street

Jacksonville, Florida 32207

Dear Mr. Bowen:

Re: Ortega Utility Company - CIAC Gross-up Refund for the period January 1, 1987
through December 31, 1996.

In accordance with your request, enclosed are legible copies of staff’s preliminary refund
schedules 1-4, Comparative schedules for the years 1987 - 1996 reflecting staff’s above-the-line
income calculation, and staff’s interest and depreciation calculation schedules for 1987 - 1996.
Should you have any questions, please contact me at (850) 413-6980.

Sincerely,

- ‘(/( J ,tg‘a/'zma’
nnifer/J. Iwenjiora
gulatory Analyst
Enclosure (4)
JILGji

cc: Division of Water and Wastewater (Hill, McCaskill)
Division of Legal Services (Jaber)
Division of Auditing & Financial Analysis (A. Causseaux)
Mr. Alan W. Potter, Sr.

CAPITAL CIRCLE OFFICE CENTER - 2540 SHUMARD OAK BLVD * TALLAHASSEE, FL 32399-0850
An Affirmative Action/Equal Opportunity Employer Internet E-mail: CONTACT@PSC.STATE.FL.US
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May 18, 1998

Mr. Charles Hill

Director, Division of Water & Wastewater
Florida Public Service Commission
Capital Circle Office Center

2540 Shumard Oak Blvd.

s gomg

Tallahassee, Florida 32399-0850 AU
HAY 20 159
Re: Ortega Utility Company — CIAC Gross-Up Fle oo s e
Refund 1987-1996 B T e
Dear Mr. Hill:

| have reviewed the preliminary analysis of the refund calculation of CIAC Gross-Up for Ortega
Utility Company. | have also discussed certain aspects of the calculation with Jennifer lwenjiora
and requested support for certain adjustments.

On behalf of Mr. Potter who is out of town this week, | request an additional thirty days to provide
the additional information requested by Ms. iwenjiora and complete the review of the refund
calculation.

Yours very truly,

~Smoak Davis & Nixon LLP

P VSR

Jim L. Bowen, Certified Public Accountant

HO0Y VYA

NOILYULSINIHA Y
Copy: Jennifer Iwenjiora ‘ .
Alan W. Potter, Sr 86 HE¥ 20 |] 07 iy
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AMERICAN INSTITLOTE OF CERTIFIED PUBLIC ACCOUNTANTS . FLORIDA INSTITUTE OF CERTIFIED PURBLIC ACCOWNTANTS
ABSOCIATED REGIOMAL ACCOUNTING FIRMS



State of Florida

Commissioners:

JULIA L. JOHNSON, CHAIRMAN DIVISION OF WATER &
J. TERRY DEASON WASTEWATER

SUSAN F. CLARK CHARLES HILL

JOE GARCIA DIRECTOR

E. LEON JACORBS, JR. (850) 413-6900

Public Service Commission

April 17, 1998

Mr. Alan W. Potter, Sr., President
Ortega Utility Company

905 North Street

Jacksonville, Florida 32211-5793

Dear Mr. Potter:

Re:  Ortega Utility Company - CIAC Gross-up Refund for the period January 1, 1987
through December 31, 1996.

Pursuant to Order No. PSC-96-0686-FOF-WS, all current Contributions-in-aid-of
Construction (CIAC) gross-up cases or any CIAC gross-up cases filed prior to any change in
Commission policy, shall be processed under the provisions of Order Nos. 16791 and 23541.
Accordingly, we have reviewed the CIAC Gross-up Reports submitted by Ortega Utility Company
(Ortega or utility). We are in the process of finalizing our CIAC gross-up refund analysis.
Copies of our preliminary analysis of the refund calculation is attached (Schedules 1 - 4).

We made several adjustments to the utility’s gross-up refund proposal. These adjustments
are discussed below. :

A. Operations and Other Deductions: In Ortega’s gross-up refund reports, the utility
reduced the operations and other deduction expenses to the level approved in its last rate case.
In contrast, we believe that all operating expenses except non-utility and non-used and useful
expenses should be included above-the-line. Those expenses are utility related and are used in
determining whether the utility is exceeding its authorized rate of return for earnings surveillance
purposes. The fact that the utility may not be earning within its authorized range should not
determine the level of above-the-line expenses for gross-up purposes. The utility has the
opportunity to request compensatory rates whenever its revenues fall short of covering its
expenses. Therefore, we believe that unless there is evidence that the amounts in the annual
reports are unreasonable or an annual report for the tax year does not exist, the above-the-line
amounts for CIAC gross-up refund purposes, should reasonably mirror the tax return amounts and
the amounts reflected in the utility’s annual reports for those years.

CAPITAL CIRCLE OFFICE CENTER - 2540 SHUMARD OAK, BLVD » TALLAHASSEE, FL 32399-0850
An Affirmative Action/Equal Opportunity Employer Internet E-mail: CONTACT@PSC.STATEFL.US



Mr. Alan W. Potter, Sr.
April 17, 1998
Page 2

B. Interest Expense: In calculating the above-the-line interest expense, the utility
reduced its rate base by removing the 1987 rate case pro forma plant additions. Conversely, we
do not agree with this adjustment. In order to determine the appropriate adjustment, we need to
know was the pro forma plant recognized in the plant-in-service account or CWIP, and included -
in the rate base calculation for each year. If it was in CWIP we can exclude it, because we
don’t usually allow CWIP in the rate base calculation. However, whatever year the CWIP was
placed into service, it should be included in rate base. For instance in 1991 the utility excluded
$774,973. However, based on the annual report the most the utility should exclude is $11,444.75
as CWIP and $6,432 of plant held for future use, plus any other non-used and useful plant. In
addition, working capital should also be removed.

In addition, the utility adjusted retained earnings because it stated that it would distort
actual excess debt in system that supports losses incurred to date. This adjustment does not
reflect the amount reported in the annual report. For CIAC gross-up refund purposes, we believe
that retained eamings should reflect the actual balance. Further, as mentioned above, the utilities’
annual reports contain the financial information the Commission relies upon to determine the
-utility’s achieved rate of return. Accordingly, we adjusted the above-the-line interest calculation
to reflect the retained earnings amounts as reported in the annual reports filed with the
Commission.

C. Depreciation Expense: For 1987 through 1993, the utility reduced above-the-line
depreciation expense related to utility plant additions that were disallowed as "premature" pro
forma additions in its 1987 rate case. In Docket No. 871262-WS, Order No. 21137, issued April
27, 1989 (1987 rate case), the Commission noted that pursuant to Section 367.081(2), F.S., we
only consider investment in property required by a duly authorized governmental agency which
will be "constructed in the public interest within a reasonable time in the future, not to exceed
24 months." The estimated completion date was beyond the statutory period, therefore the pro
forma plant additions were excluded in the rate case. However, for gross-up purposes it is =-
appropriate to include depreciation for the years that the plant was in service. Therefore, we have
included tax depreciation expense that relates to these additions. Since for tax purposes,
depreciation expense can only be taken on existing plant, we believe that it is reasonabie to
conclude that the pro forma plant additions were in service in the years that tax depreciation is
reflected. As a result, we have increased above-the-line depreciation expense to reflect the
amount related to the additional plant.

Another difference was our inclusion of capacity fees in computing the first year
depreciation expense for the years 1994 through 1996. The utility did not include the cash CIAC
contributions in its 1994 through 1996 calculation of first year depreciation. However, for the
year 1987 through 1993, the utility included capacity fees in calculating first year depreciation.
By definition (Rule 25-30.515(3), F.A.C.), CIAC charges are intended for plant and are to be
utilized for the acquisition, or construction of utility property; therefore, we believe it is
appropriate to assume that the cash CIAC was converted into property in determining the amount

of first year depreciation expense. As a result, we have increased the first year depreciation
expense for the years 1994 through 1996.

D. Meter Fees and Gross-up Interest: The utility included meter fees and gross-up

CAPITAL CIRCLE OFFICE CENTER » 2540 SHUMARD OAK BLVD « TALLAHASSEE, FL 32399-0850
An Affirmative Action/Equal Opportunity Employer Internet E-mail: CONTACT@PSC STATE FL.US



Mr. Alan W. Potter, Sr.
April 17, 1998
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interest income in its calculation of above-the-line taxable income. However, meter fees were
taxable prior to the 1986 amendment of Section 118(b) of the Internal Revenue Code; therefore,
for gross-up purposes, meter fees are included below-the-line. Further, interest on gross-up has
been consistently excluded from the amount of taxable CIAC and placed below-the-line for gross-
up refund purposes. The exclusion of these revenues is consistent with Commission practice. -
As a result, we have decreased the utility’s above-the-line taxable income.

E. CIAC not Grossed-up: In determining taxable CIAC subject to gross-up refund, we
removed ineligible CIAC and CIAC that was not grossed-up. We believe that only those
contributors that actually paid the gross-up tax on the taxable CIAC that was collected in that
year should be included in the pro rata refund distribution.

F. Removal of Nonutility Income: For CIAC gross-up refund dispositions purposes,
we classify nonutility income below-the-line.

Before we can finalize our calculations, the following CIAC gross-up information should
be provided for the period of January 1, 1986 through December 31, 1996:

L. NOL Carryforward - The utility’s gross-up report indicates that the 1986 NOL
carryforward relates only to its below-the-line operations. Conversely, we do not
agree. For example in 1986, according to utility’s gross-up report, $27,840 of
purchased sewage treatment and $21,211.46 of miscellaneous O&M and wage cost
was place below-the-line. However, consistent with our discussion in “A” above,
we believe that $49,051 combined total plus the removal of the $4,450 meter fees
as above-the-line revenue would result in the entire $52,206 NOL carryforward
being classified above-the-line. Nevertheless, please provide a copy of the 1986
tax return.

2. CIAC and Gross-up Collections - For the years 1992 through 1996, please indicate =«
the amount of CIAC collections that was ineligible for gross-up or was not
grossed-up. Was all the gross-up billed and/or collected in 1994 related to CIAC
that was collected in 19947 19957 1996? When did Ortega Bluff pay the $72,452
gross-up receivable? According to the 1994 annual Report (schedule B, p.F-22)
Flournoy Construction (Flournoy) received a $12,464 refund, however, the
schedule does not reflect that Flournoy paid any CIAC in 1994. When was CIAC
collected from this developer? Was gross-up collected in association with this
collection?

3. Nondeductible Expenses - For 1994 through 1996, why was above-the-line
expenses decreased to reflect these nondeductible expenses?

4. Gain on Disposition of Utility property - For 1990, please provide IRS Form 4797
and provide an explanation and/or schedule for including the entire $46,851 gain
above-the-line.

CAPITAL CIRCLE OFFICE CENTER - 2540 SHUMARD OAK BLVD « TALLAHASSEE, FL 32399-0850
An Affirmative Action/Equal Opportunity Employer Internet E-mail: CONTACT@PSC.STATE FL.US
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3. Reconciliation of Amended Tax Return to Gross-up Report - For 1988,
gross receipts/sales (line 1) reported on the Amended tax return does not
agree with the amount reported on the gross-up report. Therefore, please
explain and/or reconcile.

We should be able to finalize our analysis and review once this information has been
submitted. If you disagree with our preliminary refund calculations, please provide us with
supporting documentation and a revised proposed refund calculation.

Please respond by May 18, 1998. Should you have any questions, please contact Jennifer
J. Iwenjiora in our office.

ly,
{ Jcnmfcrv% iora
egulat

Enclosures
I
cc: Division of Water and Wastewater (McCaskill)

Division of Legal Services (Jaber)

Division of Auditing & Financial Analysis (A. Causseaux)

CAPITAL CIRCLE QFFICE CENTER - 2540 SHUMARD OAK BLVD « TALLAHASSEE, FL 32399-0850
An Affirmative Action/Equal Opportunity Employer Internet E-mail: CONTACT@PSC.STATE.FL.US




State of Florida -
Public Herbice Commission

-M-E-M-0-R-A-N-D-U-M-

DATE: March 3, 1998

TO: Ann Causseaux, Byfeau Chief of Financial Analysis
FROM: i¥énnifer J. Iwenj{4# Regulatory Analyst

RE: Ortega Utility Company’s Gross-up Disposition Analysis

In the utility’s rate case Order No. PSC-95-1376-FOF-WS, Docket No. 940847-WS,
issued November 6, 1995, the Commission allowed an adjustment involving the treatment of
$461,477 of gross-up collections. Staff’s argued that the utility did not have enough capital to
support its rate base. Further, staff stated that negative working capital and the omission of CIAC
gross-up almost equalled the difference. The utility had full use of the gross-up collected,
whereby, gross-up was used to pay for losses from non-jurisdictional operations; to postpone debt,
and for investment in plant; there were no gross-up refunds; and, there was no flow back of the
tax-on-tax or benefits of tax depreciation. As a result, an amount was included in the capital

structure at zero cost.

Question : For the years 1987 through 1994, how do we determine the amount of gross-up
(reflected as deferred taxes in the rate case) that should be reflected in the capital structure to
reconcile the rate base to the capital structure? According to the utility’s gross-up reports, rate
base has exceeded its capital structure. How should we correct this situation based on what was

done in the rate case?

cc: Trish Merchant, Public Utilities Supervisor, WAW
Connie L. McCaskill, Public Utilities Supervisor, WAW



State of Florida

Commissioners: : ,
DIVISIOCN OF WATER &

SUSAN F. CLARK

J. TERRY DEASON, CHAIRMAN WASTEWATER

JULIA L. JOHNSON CBARLES HILL

DIANE K KIESLING DIRECTOR

LUIS J. LAUREDO (904) 488-8482
Public Serbice Commission

Japuary 28, 1994

Mr. Alan W. Potter, President
Ortega Utility Company

Encon Bldg., Suite 3

6957 Lillian Road

Jacksonville, Florida 32211-5850

Dear Mr. Potter:
RE: Disposition of CIAC Gross-up Refunds for 1987 Through 1992.

We have reviewed the CIAC gross-up reports as filed for each year 1987 through
1992. Based on our review of the files, staff believes the utility has collected gross-up in
excess of the amount of taxes related to the collection of taxable CIAC. A copy of our
preliminary analysis of the refund calculation is attached. This calenlation is consistent with
the caiculation adopted by the Commission in Order No. PSC-92-0961-FOF-WS. However,
before we can finalized our calculations, the following CIAC gross-up information must be
provided for the period of January 1, 1987 through December 31, 1992:

1. Signed copies of the utility’s federal and state income tax returns, (Federal and
State tax returns filed in connection with CIAC gross-up may be given confidential
treatment if filed in accordance with rule 25-22.006, Florida Statutes. Also,
provide reconciliation for the taxable income as reported on the Income Tax
Returns with the taxable income reflected in the schedules of the CIAC gross-up
TEpOrts.

2. Workpapers which show the treatment of CIAC on the tax return.

3. Schedule showing the actual tax rate calculation used by the utility to
arrive at the combined effective rates.

4. According to the CIAC report (exhibit A, schedule 4, page 8 of 9) for the years
ended December 31, 1987, 1988, and 1989 all of the CIAC collected was not
grossed-up. Please explain why gross-up was not collected.

FLETCHER BUILDING # 101 EAST GAINES STREET & TALLAHASSEE, FL. 32399-0850
An Affirmative Action/Equai Opporrunity Emplover




Mr. Potter’s Letter
January 28, 1994
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Until data addressing these questions have been received, our calculations cannot be
finalized. If you disagree with our preliminary calculations, please provide us with
supporting documentation. Company responses to the above questions should be provided
no later than February 28, 1994. '

Should you have any questions, please contact Jennifer J. Iwenjiora in our office.

Sincerely,
% A=

Charles H. Hill, Director
Division of Water and Wastewater

CHH//jji

Enc. (1)

ce: Division of Water and Wastewater (Hill, Mc¢ Caskill, Meador)
Division of Auditing & Financial Analysis (Hicks)



3QURCE: (Line references are from CIAC Reports)
ORTEGA

1 Form 1120, Line 30 (Line 15)
2 Less CIAC {Line 7)
3 Less Gross—up collected (Line 19)
4 Add First Year's Depr on CIAC (Line 8}
§ Addftess Other Effects (Lines 20 & 21)
6
7 Adjusted Incoms Before CIAC and Gross-up
8
9 Taxable CIAG {Line 7} *amt. grossed--up
10
11 Taxabla CIAC Resulting in a Tax Liability
12 Less first years depr. (Hne 8)
13
14 Net Taxable CIAG
15 Effective state and federal tax rate
16
17 Net incomae tax on GIAC
18 Less ITC Realized
19
20 Net income Tax
21 Expansion Factor for gross—up taxes
22
23 Gross—up Required to pay tax effect
24 Less CIAC Gross—up collected (Line 19)
25 :
26 PROPOSED REFUND (excluding interest)
27
28
29 TOTAL REFUND
30

STAFF CALCULATED GROSS-UP REFUND

1987 1988 1989 1990 1991 1992
102,026 $ 61,800 $ 557,124 § 285774 $ 103,008 353,532
(67.438) (41,387) (260,260} (45,288) (9,663) (121,610)
(34,445) (20,195) (154,121) . (26,828) (5758)  (72,420)

2,529 1,552 9,760 3,275 362 4,560
(144) (218) (4,598) (1,201) (227)  (4,138)
2528 § 1,552 § 147,905 $ 215,732 $ 87,723 159,924
56,793 $ 33,637 $ 249,060 $ 45,288 $ 9,663 121,610
56,793 $§ 33,637 § 249,060 $ 45288 $ 9,663 121,610
(2,130) (1,26%) (9,340) (1,698) (362)  (4,560)
54,663 § 32,376 § 239,720 $ 43,590 $ 9,301 117,050
36.91% 20.48% 37.63% 36.34% 26.01%  33.71%
20,176 $ 6,631 § 90,207 $ 15,841 $ 2,419 39458
(14,141) 0 6 0 0 {132)
6,035 § 6,631 § 90,207 $ 15,841 $ 2,419 39,326
1.585037248 1.257545272 1603334937 1.570845115 1351533991  1.508523
9,566 $ 8,339 $ 144,632 § 24,884 § 3269 59,324
(34,445) (20,195) (154,121) (26,828} (6,758)  (72,420)
(24,879) § (11,856) $ (9,489) $ (1,944) $ (2,489)  (13,096)
(63,753)




DIVERSIFIED UTILITY SERVICES, INC.
767 Blanding Boulevard, Suite 106 . OFEa{ggg ‘Eale;c}}l’orida 32065 ° Phone (904) 276-2301
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April 30, 1993 "Ghii. AD GAY G 5 993

Florida Publlc Jervice cammission
Divizion of Water and Wastewzter

Ms. Sherry S. Meador

Division of Water & Wastewater
Florida Public Service Commission
101 East Gaines Street
Tallahassee, Florida 32399-0850

Re: Extension of time to file 1992 Gross-up Report for Ortega Utility
Company.

Dear Ms. Meador:

This is to confirm our telephone conversation, April 28, 1993,
regarding the extension of time for the 1992 Gross-up Report for Ortega
Utility Company.

It is my understanding that the 1992 Gross-up Report can be filed
by May 12, 1993, which is the due date on the 1987 through 1991 Gross-up
Reports, per your letter of extension dated April 14, 1993,

If you have any questions or require any additional information,
please contact me at (904) 276-2301.

Very truly yours,
DIVERSIFIED UTILITY SERVICES, INC.

(e &7}
-~

. B. Susan Capley
Treasurer

BSC/am



MHS MAIL 4/24/92 5:15pm

TO: ACAUSSEA @ PSC (Ann Causseaux)

FROM: SMEADOR @ PSC (Sherri Meador)

FWD: ACAUSSEA @ PSC (Ann Causseaux) =-> Smeador
CcC:

SUBJECT: <None>
MESSAGE-ID: 53AEFB29%8175B9D1 VIA-HOST: PSC.PSC

MESSAGE:

Question, on the gross up reports, the top part has "total CIAC"

and then "CIAC taxable because of Amendment to Section 118" do these totals
include the gross-up amounts or are they just the ciac base amount. This
company made up their "“own" report form, and listed the "line 7 - ciac
taxable because of amendment to section 118 as ciac AND gross-up. It makes
about 40,000 difference in the refund amount.

Guess who - Ortega

=== Comments by Acaussea=== ====== 4/27/92 7:32am
Does not include gross-up--just looking for the CIAC.




ORTEGA UTILITY COMPANY

905 North Street
Jacksonville, Florida 32211-5793
Phone: 904 /725-4616

CERTIFIED MAIL NO. P 334 927 219 o 6% £ :

RETURN RECEIPT REQUESTED RE:@ Ek 4 Eﬁ
APR ¢ & 1991

April 21, 1997

Florida Pubiic Service Commission
Division of Water and Wastewate:

Ms. Connie L. McCaskill
Supervisor/Limited Filings

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0873

RE: Report required by Order No. 16971 - Status of Gross-Up for Tax Effect of
Contributions in Aid of Construction for the year ended December 31, 1996.

Dear Ms. McCaskiil:

We are enclosing herewith the above referenced analysis of CIAC Gross-up collected and
the accountant's calculations which established no refund required covering the year
ended December 31, 1996.

On September 20, 1998, Order No. PSC-96-1180-FOF-WS was issued that cancelled the
authority to gross up contributions in aid of construction. Prior to that order, the CIAC
gross-up rates used by Ortega Utility Company were 58.079% for assets and 60.333% for
cash. All necessary refunds per Order No. PSC-96-1180-FOF-WS were made as
required. You will note on the enclosed report that the balance in the CIAC escrow
account as of December 31, 1996 was zero.

Federal and State income tax returns will be made availabie for an audit if required.
Copies of the tariff pages regarding gross-up are attached.

Questions pertaining to this filing may be directed to either myself or Mr. Jim Bowen, CPA,
Smoak, Davis, and Nixon, 1514 Nira Street, Jacksonville, Florida 32207; Phone 804-386-
5831.

Respectfully submitted/,’

ey
Alan W/ Potter Sr.
President



ORTEGA UTILITY COMPANY

CIAC Gross-Up Report
Tax Effect of CIAC

Tax Year Ended December 31, 1996 Page 1 of 4

CIAC - total per return 8,236
CIAC - meter connection fees 525)
CIAC - Gross-Up 5356)
7,355

Less above-the-line loss (see schedule below) (1) -0-
Less tax depreciation on CIAC (first year) (2) {254)
Net taxable CIAC 7,101
Effective marginal tax rate (3) 22.64%
1,608

Expansion factor (tax on tax effect) (4) 1.2927
Tax Effect of CIAC 2,079
CIAC Gross-Up collected 356
Refund proposed -0-

Above-The-Line
(1) Taxable Income - Excluding CIAC

Federal taxable income (18,998)
Florida income taxes 1,026
CIAC (excluding connection fees) (7,355)
CIAC Gross-Up (356)
Tax depreciation on CIAC 55,257

29,574

(2) Tax Depreciation on CIAC (First Year)

Contributed property additions - 1996 6,760
Depreciation rate .0375

254

(3) Effective Marginal Tax Rate
The company's effective marginal tax rate on CIAC is 22.64% (see page 2)

(4) Expansion Factor
Expansion factor = 1 1 = 1.2927
1-Tax Rate 1-.2264




ORTEGA UTILITY COMPANY

CIAC Gross-Up Report
Above-The-Line Tax Liability

Tax Year Ended December 31, 1996

Federal taxable income

Florida income taxes

CIAC (excluding connection fees)

CIAC Gross-Up

Tax depreciation on CIAC
Total - all contributed property
Current year additions

Adjusted taxable income

Florida Taxable Income (Above-The-Line)

Regular taxable income

Alternative minimum tax preferences
Alternative minimum exemption
Alternative minimum taxable income

Florida Income Tax (Above-The-Line)
Alternative minimum tax at 3.3%
Emergency excise tax

Federal Taxabhle Income (Above-The-Line)

Alterpative minimum taxable income
Florida income tax
Alternative minimum taxable income

Federal Income Tax (Above-The-Line)
Alternative minimum tax (20%)

Total Income Taxes (Above-The Line)

Effective Combined Tax Rates

(1) Effective marginal tax rate on CIAC

Page 2 of 4
Including Excluding
CIAC CIAC Difference
(18,998) (18,998) -0-
1, 1,026 -0-
(7,355; 7,355
(356 356
55,257 55,257 -0-
(254) (254)
37,031 29,574 7,457
37,031 29,574 7,457
58,807 58,807 -0-
(32,780) (32,780) -0-
63,058 55,601 7,457
2,081 1,835 246
760 760 -0-
2,841 2,595 246
63,058 55,601 7,457
{(2,841) (2,595) (246)
60,217 53,006 7,211
12,043 10,601 1,442
12,043 10,601 1,442
14,884 13,196 1,688
23.60% 23.73% 22 .64%
(1)



ORTEGA UTILITY COMPANY

CIAC Gross-Up Report
Schedule of Income Tax Return Information

Tax Year Endeﬁ December 31, 1996 Page 3 of 4

Form 1120 - Page 1
Sales 1,396,617
Interest Income 1,804

Other Income - Taxable CIAC 8,236
Other Income 11,844

Total Income 1,418,501
Compensation of Officers 97,509
Salaries 178,562
Bad Debts 8,088
Rents 4,338
Taxes 159,032
Interest 143,495
Depreciation 209,911
Employee Benefits 49,332
Other Deductions 587,232

Total Deductions

1,437,499

Federal Taxable Income (18,998)
Form 1120 - Schedule M-1

Net Income Per Books 53,002
Federal Income Tax - Current Year 1,406
Taxable CIAC 8,236
Life Insurance on Officer 10,638
Federal Income Tax - Refund Claim (6,459)
Stockholder Interest Accrued 35,429
Stockholder Interest Paid (33,387)
Deferred Income Taxes 25,869
Amortization of ITC (1,809)
Amortization - CIAC Gross-Up (20,642)
Depreciation - Tax Over Book (94,281)
Gain on Disposal of Equipment 3,000

(18,998)

Jax_Computation

Federal Taxable Income (18,998)
Add Back Florida Income Tax 1,026
Alternative Minimum Tax Preferences 58,807
Alternative Minimum Exemption (32,780)
Florida Alternative Minimum Taxable Income 8,055
Alternative Minimum Tax (3.3%) 266
Florida Emergency Excise Tax _ 760
Total Florida Income Tax 1,026
Florida Alterpnative Minimum Taxable Income 8,055
Florida Income Tax (1,026)
Federal Alternative Minimum Taxable Income 7,029

Federal Alternative Minimum Tax (20%) 1,406




ORTEGA UTILITY COMPANY

CIAC Gross-Up Report
CIAC Tax Impact Account

Tax Year Ended December 31, 1996

Balance in escrow account 12-31-95
CIAC Gross-Up billed in 1996 (Net)
Interest

Estimated tax payments (96)
Transfers - operating account (net)

Balance in escrow account 12-31-96

Page 4 of 4

25,130
356
648

(11,094)
(15,040)

-0-




SIXTH REVISED SHEET NO. 20.0
CANCELS FIFTH REVISED SHEET NO. 20.0

COMPANY NAME ORTEGA UTILITY COMPANY
WATER TARIFF :

HELD FOR FUTURE USE

EFFECTIVE DATE: October 20, 1896

TYPE OF FILING: Cancellation of Gross-up Tariff Authority

ALAN W. POTTER SR.
ISSUING OFFICER

PRESIDENT
TITLE



SIXTH REVISED SHEET NO. 21.0
CANCELS FIFTH REVISED SHEET NO. 21.0

COMPANY NAME ORTEGA UTILT OMPANY
WATER TARIFF

ELD FOR FUTURE U

EFFECTIVE DATE: October 20, 1996
TYPE OF FILING: Cancellation of Gross-up Tariff Authority

ALAN W. POTTER SR.
ISSUING OFFICER

DRESIDENT
TITLE




SIXTH REVISED SHEET NO. 18.0
CANCELS FIFTH REVISED SHEET NO. 18.0

COMPANY NAME ORTEGA UTILITY COMPANY
WASTEWATER TARIFF

HELD FOR FUTURE USE

EFFECTIVE DATE: October 20, 1996
TYPE OF FILING: Correction of Revision Level

ALAN W. POTTER SR.
ISSUING OFFICER

PRESIDENT
TITLE




SIXTH REVISED SHEET NO. 19.0
CANCELS FIFTH REVISED SHEET NO. 15.0

COMPANY NAME ORTEGA UTILITY COMPANY
WASTEWATER TARIFF

HELD FOR FUTURE USE

EFFECTIVE DATE : October 20, 1996

TYPE OF FILING: Correction of Revision Level
ATAN W. POTTER SR.
ISSUING OFFICER

PRESIDENT
TITLE




ORTEGA UTILITY COMPANY

905 North Street
Jacksonville, Florida 32211-5793
Phone: 904/ 725-4616

July 16, 1996 RECE‘VED

JuL 18 1996

. . ice Commssion
Ms. Connie L. McCaskill '3‘.’5:.5.'.15 :?33:::;” -‘ﬁﬁ Wastewate:
Supervisor/Limited Filings
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0873

RE: Report required by Order No. 16971 - Status of Gross-Up for Tax Effect of
Contributions in Aid of Construction for the year ended December 31, 1995.

Dear Ms. McCaskill:

We are enclosing herewith the above referenced analysis of CIAC Gross-up collected and
the accountant's caiculations which established no refund required covering the year
ended December 31, 1995.

The current CIAC Gross-up rates used by Ortega Utility Company are 58.079% for assets
and 60.333% for cash. Federal and State income tax returns will be made available for
an audit if required. Copies of the tariff pages regarding gross-up are attached.

Questions pertaining to this filing may be directed to either myself or Mr. Jim Bowen, CPA,
Smoak, Davis, and Nixon, 1514 Nira Street, Jacksonville, Florida 32207; Phone 904-396-
5831.

Respectfully submitted,

Alan W. Potter Sr.
President

AWP S/mgh

Enclosures IRIRT lh
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ORTEGA UTILITY COMPANY

CIAC Gross-Up Report
Tax Effect of CIAC

Tax Year Ended December 31, 1995

CIAC - total per return
CIAC - meter connection fees
CIAC - Gross-Up

Less above-the-line loss {see schedule below) gl)
Less tax depreciation on CIAC (first year) 2)
Net taxable CIAC

Effective marginal tax rate (3)

Expansion factor (tax on tax effect) (8)
Tax Effect of CIAC

CIAC Gross-Up collected

Refund proposed

Above-The-Line
(1) Taxable Income - Excluding CIAC
Federal taxabie income
Florida income taxes
CIAC (excluding connection fees)
CIAC Gross-Up
Tax depreciation on CIAC
Below-the-line-operating expenses (page 4)
Betow-the-line interest expense (page 4)

{2) Tax Depreciation on CIAC (First Year}
Contributed property additions - 1995
Depreciation rate

(3) Effective Marginal Tax Rate

Page 1 of 5

249,745
(4,709)
(88,151)
156,885
-0-
(3,657)
153,228
41.90%
64,203
1.7212
110,506

88,151

-0-

173,960
7,508
(156, 885)
(88,151)
55,139
48,799

39,663

80,033

97,527
— 0375
3,657

The company's effective marginal tax rate on CIAC is 41.90% (see page 2)

(4) Expansion Factor
Expansion factor = 1 1 = 1.7212
1-Tax Rate 1-.4190




ORTEGA UTILITY COMPANY

CIAC Gross-Up Report

Above-The-Line Tax Liability

Tax Year Ended December 31, 1995

Federal taxable income
Florida income taxes
CIAC (excluding connection fees)
CIAC Gross-Up
Tax depreciation on CIAC
Total - all contributed property
Current year additions
Below-the-line operating expenses (page 4)
Below-the-line interest expense (page 4)
Adjusted taxable income

Florida Taxable Income {Above-The-Line)
Adjusted taxable income
Exemption

Florida Income Tax (Above-The-Line)
Income tax at 5.5%
EET credit (net)

Federal Taxable Income (Above-The-Line)
Adjusted taxable income
Florida income tax

Federal Income Tax (Above-The-Line)
15% rate on 50,000

25% rate on 50,000 to 75,000

34% rate on 75,000 to 100,000

39% rate on 100,000 to 335,000

Total Income Taxes (Above-The Line)

Effective Combined Tax Rates

(1) Effective marginal tax rate on CIAC

Page 2 of 5
Including Excluding
CIAC CIAC Difference
173,960 173,960 -0-
7,508 7,508 -0-
(156,885) 156,885
(88,151) 88,151
55,139 55,139 -0-
(3,657) (3,657)
48,799 48,799 -0-
39,663 39,663 -0-
321,412 80,033 241,379
321,412 80,033 241,379
(5,000) (5,000) -0-
316,412 75,033 241,379
17,403 4,127 13,276
(2,198) (2,198) -0-
15,205 1,929 13,276
321,412 80,033 241,379
(15,205) (1,929) (13,276)
306,207 78,104 228,103
7,500 7,500 -0-
6,250 6,250 -0-
8,500 1,065 7,445
801421 _0_ 80; 421
102,671 14,805 87,866
117,876 16,734 101,142
36.67% 20.91% 41.90%
(1)



ORTEGA UTILITY COMPANY

CIAC Gross-Up Report
Schedule of Income Tax Return Information

Tax Year Ended December 31, 1995 Page 3 of 5
Form 1120 - Page 1
Sales 1,297,962
Interest Income 623
Other Income - Taxable CIAC 249,745
Other Income 7,731
Total Income 1,556,061
Compensation of Officers 90,604
Salaries 206,971
Bad Debts 11,962
Rents 5,486
Taxes 162,566
Interest 174,757
Depreciation 220,761
Employee Benefits 33,965
Other Deductions 475,029
Total Deductions 1,382,101
Federal Taxable Income 173,960
Form 1120 - Schedule M-1
Net Income Per Books 61,871
Federal Income Tax 51,094
Taxable CIAC 249,745
Life Insurance on Officer 10,638
Penalties 2,240
Stockholder Interest Accrued 39,418
Stockholder Interest Paid (79,081)
Deferred Income Taxes (33,231)
Amortization of 1TC (1,809)
Amortization - CIAC Gross-Up (19,748)
Depreciation - Tax Over Book (107,177)
173,960
Tax Computation
Federal Taxable Income 173,960
Add Back Florida Income Tax 7,508
Florida Exemption (5,000)
Florida Taxable Income 176,468
Florida Income Tax - 5.5% 9,706
Florida EET Credit (Net) (2,198)
Total Florida Income Tax 7,508
Federal Income Tax (Various Rates) 51,094




ORTEGA UTILITY COMPANY

CIAC Gross-Up Report
Below-The-Line Operating Expenses and Interest

Tax Year Ended December 31, 1995 Page 4 of 5

Below-The-Line
Operating Expenses Water Sewer Total
Authorized Per Rate Case:

Operating revenues 538,156 831,429 1,369,585

Operating expenses 436,353 694,520 1,130,873
Operating income 101,803 136,909 238,712
Realized Per Annual Report:

Operating revenues 545,147 752,815 1,297,962

Operating expenses 452,200 655,849 1,108,049
Operating income 92,947 96,966 189,913

Below-the-1line operating expenses limited
to operating income not realized 8,856 39,943 48,799

Note: The company had a rate case for the test year ended June 30, 1994 which
resulted in Order No. 95-1376 which was issued November 6, 1995. The order
provided for an annual increase in operating revenues of $529 for water and
$90,086 for sewer. The new rates were not in effect until December 1, 1995.
Certain operating expenses in 1995 were not covered by the rate structure in
effect prior to December 1, 1995 and are considered below-the-line operating
expenses.

Below-The-Line
Interest Expense
Stockholder Loans:

Interest paid and deducted per tax return 79,081
Interest accrued and expensed per annual report (39,418)
Below-the line- interest expense 39,663

Note: The company deducted interest on stockholder loans when paid for income tax
purposes. Therefore a portion of interest deducted in 1995 relates to
amounts accrued in prior annual reports when revenues were not adequate to
provide authorized operating income and fund payment of stockholder interest
or principal.



ORTEGA UTILITY COMPANY

CIAC Gross-Up Report
CIAC Tax Impact Account

Tax Year Ended December 31, 1995 Page 5 of 5
Balance in escrow account 12-31-94 666
CIAC Gross-Up bilied in 1995 (Net) 88,151
Interest 225
Bank charges (15)
Federal estimated tax payments (95; (68,000)
Transfers - operating account (net 4,103

Balance in escrow account 12-31-95 25,130




FIFTH REVISED SHEET NO. 20.0
CANCELS FOURTH REVISED SHEET NO. 2¢.0

COMPANY NAME ORTEGA UTILITY COMPANY
WATER TARIFF

TAX GROSS-UP OF CIAC

Prior to the Federal Tax Reform Act of 1986, Section 118(b} of the Internal Revenue Code
provided for the exclusion of certain types of Contributions In Aid Of Construction (CIAC) from the
taxable income of a corporate utility. Such amounts were, therefore, tax exempt.

However, pursuant to the Federal Tax Reform Act of 1986, Section 118(b) was amended to
reciassify CIAC (both cash and property) as a taxable source of revenue, effective January 1, 1987.
The net resuit of this action is that a utility which is a corporation must now pay income taxes on
the CIAC it collects.

Since the amount of this additiona! tax liability is directly atiributabie to the contributors
(developers, builders, ete.) of the CIAC, those utilities that are authorized by the Florida Public
Service Commission to collect the tax effect of CIAC are required to collect the amount from those
contributors. ‘

By Orders Nos. 16971, 23541, PSC-92-0961-FOF-WS, PSC-92.0861A-FOF-WS, and PSC-94-
1265-FOF-WS, the Commission established specific guidelines for a utility to administer in the
calculation, collection, and reporting of CIAC tax liabilities as well as in the refunding of excess tax
collections:

1) The tax gross-up to be collected shall be determined by using the marginal rate of
tederal and state corporate income tax related to the value of all property and cash contributions
inciuded in the taxable income of the Utility, including the tax applicable to the tax gross-up, or
“tax on tax" effect. The first year's tax depreciation on all property contributions shalil be used to
reduce the tax gross-up coilected.

The tax gross-up amount to be collected shall be determined using the following formula:
Full Gross-Up:
Depreciable Plant:
For utilities using straight-line depreciation for tax purposes, the gross-up formula shail be:
it

For utilities using an accelerated rate of depreciation for tax purposes, the gross-up
formula shall be:

EFFECTIVE DATE: DECEMBER 15,1994 ALAN W. POTTER SR.
ISSUING OFFICER

TYPE OF FILING: CIAC GROSS-UP ' PRESIDENT
TITLE



FIFTH REVISED SHEET NO. 21.0
CANCELS FOURTH REVISED SHEET NO. 21.0

COMPANY NAME ORTEGA UTILITY COMPANY
WATER TARIFF

For land (and cash), the gross-up formula shall be:

Where:
cp = Contributed plant
TL = Tax life for contributed plant
AR = Accelerated tax depreciation rate
CTR = Combined federal and state income tax rate
CL = Contributed {and (and cash)
2) The CIAC tax gross-up amounts, as determined by using the appropriate formula,

shall be deposited as received into a fully funded interest bearing escrow account, hereinafter
referred to as the "C!AC Tax Account." Monies in the CIAC Tax Account may be withdrawn
periodically for the purpose of paying that portion of the estimated Federal and State income tax
liability which is directly attributable to the CIAC conveyed to the utility. Annually, following the
preparation and filing of the utility’s annual Federal and State income tax returns, a determination
shall be made by the Commission as to the actual Federal and State income tax liability that is
directly attributable to the receipt of CIAC. CIAC tax gross-up moenies received during the tax year
that are in excess of the actual amount of CIAC tax liability, including interest earned on such
excess monies, shall be refunded on a pro rata basis to the contributors of the CIAC. The utility
shall maintain adequate records to account for the receipt, deposit, and withdrawal of monies in
the CIAC Tax Account. A detailed statement of the CIAC tax account and the annual
determnination of actual tax liability attributable to the receipt of CIAC shall be submitted no later
than 120 days after the date of filing of the tax return for the applicable year. The Utility shall
submit ail information in accordance with the requirements established by the Commission.

3) The amount of CIAC tax monies collected by a utility shail not be treated as CIAC for
ratemaking purposes.

All developer agreements in which CIAC tax monies are required shall indicate the amount
of such monies separately from any other CIAC amounts required, as well as the Tax Gross-Up
formula utilizing the appropriate values. The agreement shall reflect that the authority for the
collection of CIAC gross-up derives from this tariff.

EFFECTIVE DATE: DECEMBER 15, 1994 ALAN W. POTTER SR.
ISSUING OFFICER

TYPE OF FiLING: CIAC GROSS-UP PRESIDENT
TITLE



FIFTH REVISED SHEET NO. 18.0
CANCELS FOURTH REVISED SHEET NO. 18.0

COMPANY NAME ORTEGA UTILITY COMPANY
WASTEWATER TARIFF

TAX GROSS-UP OF CIAC

Prior to the Federal Tax Reform Act of 1986, Section 118(b) of the internal Revenue Code
provided for the exclusion of certain types of Contributions In Aid Of Construction (CIAC) from the
taxable income of a corporate utility. Such amounts were, therefore, tax exempt.

However, pursuant to the Federal Tax Reform Act of 1986, Section 118(b) was amended to
reclassify CIAC (both cash and property) as a taxable source of revenue, effective January 1, 1987.
The net result of this action is that a utility which is a corporation must now pay income taxes on
the CIAC it collects.

Since the amount of this additional tax liability is directly attributabie to the contributors
(developers, builders, etc.) of the CIAC, those utilities that are authorized by the Florida Public
Service Commission to collect the tax effect of CIAC are required to collect the amount from those
contributors.

By Orders Nos. 16971, 23541, PSC-92-0961-FOF-WS, PSC-92-0961A-FOF-WS, and PSC-94-
1265-FOF-WS, the Commission established specific guidelines for a utility to administer in the
calculation, collection, and reporting of CIAC tax liabilities as well as in the refunding of excess tax
collections:

1) The tax gross-up to be collected shall be determined by using the marginal rate of
federal and state corporate income tax related to the value of ail property and cash contributions
included in the taxable income of the Utility, including the tax applicable to the tax gross-up, or

“tax on tax" effect. The first year's tax depreciation on all property contributions shall be used to
reduce the tax gross-up coilected.

The tax gross-up amount to be coilected shail be determined using the following formula:
Full Gross-Up:

Depreciable Plant:

For utilities using straight-line depreciation for tax purposes, the gross-up formula shail be:

For utilities using an accelerated rate of depreciation for tax purposes, the gross-up
formula shall be:

EFFECTIVE DATE: DECEMBER 15, 1994 ALAN W. POTTER SR,
ISSUING OFFICER

TYPE OF FILING: CIAC GROSS-UP PRESIDENT
TITLE



FIFTH REVISED SHEET NO. 19.0
CANCELS FOURTH REVISED SHEET NO. 19.0
COMPANY NAME ORTEGA UTILITY COMPANY
WASTEWATER TARIFF

For tand (and cash), the gross-up formula shall be:

Where:
cp = Contributed plant
TL = Tax life for contributed plant
AR = Accelerated tax depreciation rate
CTR = Combined federal and state income tax rate
CL = Contributed land {and cash)

2) The CIAC tax gross-up amounts, as determined by using the appropriate formuia,
shall be deposited as received into a fully funded interest bearing escrow account, hereinafter
referred to as the "CIAC Tax Account. Monies in the CIAC Tax Account may be withdrawn
periodically for the purpose of paying that portion of the estimated Federal and State income tax
liability which is directly attributable to the CIAC conveyed to the utility. Annually, following the
preparation and filing of the utility’s annual Federal and State income tax returns, a determination
shall be made by the Commission as to the actual Federal and State income tax liability that is
directly attributable to the receipt of CIAC. CIAC tax gross-up monies received during the tax year
that are In excess of the actual amount of CIAC tax liability, including interest earned on such
excess monies, shall be refunded on a pro rata basis to the contributors of the CIAC. The utility
shall maintain adequate records to account for the receipt, deposit, and withdrawal of monies in
the CIAC Tax Account. A detailed statement of the CIAC tax account and the annual
determination of actual tax liability attributable to the receipt of CIAC shall be submitted no later
than 120 days after the date of filing of the tax return for the applicable year. The Utility shall
submit all information in accordance with the requirements established by the Commission.

3) The amount of CIAC tax monies collected by a utility shall not be treated as CIAC for
ratemaking purposes.

All developer agreements in which CIAC tax monies are required shall indicate the amount
of such monies separately from any other CIAC amounts required, as well as the Tax Gross-Up
formula utilizing the appropriate values. The agreement shall reflect that the authority for the
collection of CIAC gross-up derives from this tariff.

EFFECTIVE DATE: DECEMBER 15. 1994 ALAN W. POTTER SR.
ISSUING OFFICER

TYPE OF FILING: CIAC GROSS-UP PRESIDENT
TITLE



ORTEGA UTILITY COMPANY
905 North Street
Jacksonville, Florida 32211-5793
Phone 904 /725-4616
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Ms. Connie L. McCaskill, SupervisoriLimited Filings
Florida Public Service Commission

2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

RE: Report required by Order No. 16971 - Status of Gross-Up for Tax Effect of
Contributions in Aid of Construction for the year ended December 31, 1994.

Dear Ms. McCaskill:
We are enclosing herewith the above referenced report covering the year ended

December 31, 1994.
Questions pertaining to this filing may be directed to either myself or Mr. Jim L. Bowen,
CPA, Smoak, Davis, and Nixon, 1514 Nira Street, Jacksonville, Florida 32207; Phone

904-396-5831.

Very truly yours,
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Alén W. Potter; Sr
President

AWP S/mgh

Enclosures



NOTICE

January 31, 1995

TO: Mr. Alan Potter, President
—Srtega-Uiility LCompany Ortega Utility Company
Encon-building, -Suite 3_ 905 North Street
£957_J411jan-Road- Jacksonville, Florida 32211-5793 [ d

FROM: CHARLES H. HILL, DIRECTOR, DIVISION OF WATER AND WASTEWATER

RE: REPORT REQUIRED BY ORDER NO. 16971 - STATUS OF GROSS UP FOR TAX EFFECT OF
CONTRIBUTIONS IN AID OF CONSTRUCTION

Orders Nos. 16971 and 24129 required utilities who have requested and obtained

approval to gross up the tax effect of CIAC to submit the following information:
(1) a detailed statement of the CIAC tax impact account;

(2) signed copies of the utility’s Federal and State income tax returns

or complete the attached CIAC report (provided signed copies of your

tax return are available to staff upon request for review and

audit); and
(3) workpapers which show the treatment of CIAC on the tax returns.

In addition, please provide the following information:

(1) the actual above-the-line tax liability before the effect of CIAC is
taken into consideration;

(2) the actual above-the-line tax liability after the effect of CIAC is
taken into consideration;

(3) the amount of CIAC collected for the reporting period;

(4) the amount of gross-up collected for the reporting period;

(5) calculation of the amount of over or under collection of CIAC gross-
up;

(6) the proposed amount of refund and interest, if any; and

(7) the proposed method of refund.

Please send the above information to the following address:

Connie L. McCaskill, Supervisor/Limited Filings
Florida Public Service Commission

101 East Gaines Street

Tallahassee, FL 32398-0873

If you are not currently grossing up for CIAC or have never grossed up, please
check the box below and sign and return this page only. Facsimile copies do not
satisfy the filing requirements.

The report is a public document under the statutes. Requests for confidential
treatment must be made in accordance with the provisions of
Florida Administrative Code, Confidential Information. ! e Fiioh

W

The report is due no later than 120 days after Federal and State tax returns for
1994 have been filed.

If you have any questions, call Connie McCaskill at (904) 488-8482.

1 This utility does not gross up.

; Ve ;' ,
pated this |3thuay oz Nov. , 1995 /Z,—//%///,

‘Cofipany Dfficial and Title
ALAN W. POTTER SR., PRESIDENT




CIAC REPORT
_FOR TAX RETURN YEAR ENDED _ December 31 19 94

COMPANT: ORTEGA UTILITY COMPANY

TOTAL ' NON

COMPANTY JURISDICTIONAL JURISDICTIONAL
I. Taesl CIAC s 5 3
Z. Torxf Connestion Fezz { Y ( ) )
3. Totzf Insaillsvon Fe=s . ( ) ( T { )
4. Totst Propaid Connection Fees (aot in (2)) ( ) ) | )
5. Towe Tap-in Fees ( Y« ) ( )
6. Towl Jack &: Barc Fees ( ) { ) )
7. CIAC Tatadic Jeszusc of Ameadment o Sexion 118 s Ay S
3. Zepresistion on (75 ( Yo« 1 ¢ )
9. Tzzadle [ncswme Efez: of (7) S S S
[0. Form 1120, Line {1 7 3 3 s
11, £255: Zorm (120, Line 27 ( y ) ¢ )
12. Form 1120, Liac 23 S s 3
13. L255: Form 1120, Line 292 ] { ) | Y« )
14, L=5S: Form 1120, Lize 295 { ) ) )
13, Form 1120, Linc 50 . hY S s
16. LZ55: Nex CIAC Taxsble Secause of TRA 36 (from Line (9)) ( )« ) ( )
{7. PLUS(LESS): Other CTAC Zems of TRA ‘36 (amaciied) .
(3. Adfusted Form 1120, Line 50 S 3 S
Cuprenr Combined Fedoral & Stare Tax Rate z
18, CIAC Gross-up Colle=ions s S S
20. CIAC Gross-up Refunds ’ { )« Y ( )

" 21 lhuerez on gross-up collections, aex of s

22 Net CIAC Gross-up To Be Agplied To Line (9) D) s (1) S (1)
CIAC Gross.up Rate Used ¢ Assets: 58.079%; Cash 60.333%

(1) See attached 4 page schedule for analysis of CIAC Gross—up collected and calculated
proposed refund for the year ended December 31, 1994,
(2) Tax returns will be made available for audit if required.

(3) Copies of tariff pages regarding gross—up are attached hereto.




ORTEGA UTILITY COMPANY

CIAC Gross-Up Report
Tax Effect of CIAC

Tax Year Ended December 31, 1994 Page 1 of 4
CIAC - total per return 268,765
CIAC - meter connection fees (4,425)
CIAC - Gross-Up (100,481)
163,859
Less above-the-line loss (see schedule below) (1) -0-
Less tax depreciation on CIAC (first year) (2) 3,493)
Net taxable CIAC 160,366
Effective marginal tax rate (3) 42.12%
67,546
Expansion factor (tax on tax effect) (a) 1.7277
Tax Effect of CIAC 116,699
CIAC Gross-Up collected 100,481
Refund proposed -0-
Above-The-Line
(1) Taxable Income - Excluding CIAC
Federal taxable income 288,923
Florida income taxes 15,606
304,529
CIAC (excluding connection fees) (163,859)
CIAC Gross-Up (100,481)
Tax depreciation on CIAC 51,678
91,867
(2) Tax Depreciation on CIAC (First Year)
Contributed property additions - 1994 93,145
Depreciation rate .0375
3,493

(3) Effective Marginal Tax Rate

The company's effective marginal tax rate on CIAC is

42.12% (See Page 2 of 4)

(4) Expansion Factor
Expansion factor - 1 - 1

1-Tax Rate 1-.4212

SMOAK DAVIS & NIXON

= 1.7277



ORTEGA UTILITY COMPANY

CIAC Gross-Up Report
Schedule of Income Tax Return Information

Other Deductions
Total Deductions

SMOAK, DAVIS & NIXON

Tax Year Ended December 31, 1994 Page 3 of 4
Form 1120 - Page 1

Sales 1,246,647
Interest Income 843
Other Income - Taxable CIAC 268,765
Other Income 3,123
Total Income 1,519,378
Compensation of Cfficers 86,509
Salaries 164,325
Bad Debts 7,594
Rents 4,599
Taxes 173,229
Interest 110,807
Depreciation 211,950
Advertising 238
Employee Benefits 29,725

441,479

1,230,455

Federal Taxable Income 288,923
Form 1120 - Schedule M-1
Net Income Per Books 62,669
Federal Income Tax 95,930
Taxable CIAC 268,765
Gain on Sale of Vehicle 500
Life Insurance on Officer 10,638
Penalties 5,610
Stockholder Interest Accrued 33,575
Stockholder Interest Paid (7,412)
Deferred Income Taxes {66,505}
Amortization of ITC (997)
Depreciation - Tax Over Book (113,850)
288,923
. Jax Computation
Federal Taxable Income 288,923
Add Back Florida Income Tax 15,606
Florida Exemption (5,000)
Florida Taxable Income 299,529
Florida Income Tax - 5.5% 16,474
Florida EET Credit (Net) (868)
Total Florida Income Tax 15,606
Federal Income Tax (Various Rates) 95,930



FIFTH REVISED SHEET NO. 20.0
CANCELS FOURTH REVISED SHEET NO. 20.0

COMPANY NAME ORTEGA UTILITY COMPANY
WATER TARIFF

TAX GROSS-UP OF CIAC

Prior to the Federal Tax Reform Act of 1986, Section 118(b} of the Internal Revenue Code
provided for the exclusion of certain types of Contributions in Aid Of Construction (CIAC) from the
taxable income of a corporate utility. Such amounts were, therefore, tax exempt.

However, pursuant to the Federal Tax Reform Act of 1986, Section 118(b) was amended to
reclassify CIAC {both cash and property) as a taxabie source of revenue, effective January 1, 1987.
The net resuit of this action is that a utility which is a corporation must now pay income taxes on
the CIAC it collects. >

Since the amount of this additional tax liability is directly attributable to the contributors
(developers, builders, etc.) of the CIAC, those utilities that are authorized by the Florida Public
Service Commission to collect the tax effect of CIAC are required to collect the amount from those
contributors. .

By Orders Nos. 16971, 23541, PSC-92-0961-FOF-WS, PSC-92-0861A-FOF-WS, and PSC-94-
1265-FOF-WS, the Commission established specific guidelines for a utility to administer in the
calculation, collection, and reporting of CIAC tax liabilities as well as in the refunding of excess tax
collections:

1) The tax gross-up to be coilected shall be determined by using the marginal rate of
federal and state corporate income tax related 1o the value of all property and cash contributions
included in the taxable income of the Utility, including the tax applicable to the tax gross-up, or
“tax on tax" effect. The first year's tax depreciation on all property contributions shall be used to
reduce the tax gross-up collected.

The tax gross-up amount to be collected shall be determined using the following formula:
Fuil Gross-Up:

Depreciable Plant:

For utilities using straight-line depreciation for tax purposes, the gross-up formula shall be:

g
il PR e Ay VT o oz g s el

For utilities using an accelerated rate of depreciation for tax purposes, the gross-up
formula shall be:

EFFECTIVE DATE: DECEMBER 15,1994 ALAN W. POTTER SR.
ISSUING OFFICER

TYPE OF FILING: CIAC GROSS-UP PRESIDENT
TITLE



FIFTH REVISED SHEET NO. 21.0
CANCELS FOURTH REVISED SHEET NO. 21.0

COMPANY NAME ORTEGA UTILITY COMPANY
WATER TARIFF

For land (and cash), the gross-up formula shall be:

Where:
cP = Contributed plant
TL = Tax life for contributed plant
AR = Accelerated tax depreciation rate
CTR = Combined federal and state income tax rate =
CL = Contributed land {and cash)

2) The CIAC tax gross-up amounts, as determined by using the appropriate formula,
shall be deposited as received into a fully funded interest bearing escrow account, hereinatter
referred to as the "CIAC Tax Account." Monies in the CIAC Tax Account may be withdrawn
periodically for the purpose of paying that portion of the estimated Federal and State income tax
liability which Is directly attributable to the CIAC conveyed to the utility. Annually, following the
preparation and filing of the utility's annual Federal and State income tax returns, a determination
shall be made by the Commission as to the actual Federal and State income tax liability that is
directly attributable to the receipt of CIAC. CIAC tax gross-up monies received during the tax year
that are in excess of the actual amount of CIAC tax liability, including interest earned on such
excess monies, shall be refunded on a pro rata basis to the contributors of the CIAC. The utility
shall maintain adequate records to account for the receipt, deposit, and withdrawal of monies in
the CIAC Tax Account. A detailed statement of the CIAC tax account and the annual
determination of actual tax liability attributable to the receipt of CIAC shall be submitted no later
than 120 days after the date of filing of the tax return for the applicable year. The Utility shalil
submit all information in accordance with the requirements established by the Commission.

3) The amount of CIAC tax monies collected by a utility shall not be treated as CIAC for
ratemaking purposes.

All developer agreements in which CIAC tax monies are required shall indicate the amount
of such monies separately from any other CIAC amounts required, as weil as the Tax Gross-Up
formuia utilizing the appropriate values. The agreement shall reflect that the authority for the
collection of CIAC gross-up derives from this tariff.

EFFECTIVE DATE: DECEMBER 15, 1994 ALAN W. POTTER SR.
ISSUING OFFICER

TYPE OF FILING: CIAC GROSS-UP ‘ PRESIDENT
TITLE



FIFTH REVISED SHEET NO. 18.0
CANCELS FOURTH REVISED SHEET NO. 18.0

COMPANY NAME ORTEGA UTILITY COMPANY
WASTEWATER TARIFF

TAX GROSS-UP OF CIAC

Prior to the Federal Tax Reform Act of 1986, Section 118(b) of the Internal Revenue Code
provided for the exclusion of certain types of Contributions In Aid Of Construction (CIAC) from the
taxable income of a corporate utility. Such amounts were, therefore, tax exempt.

However, pursuant to the Federal Tax Reform Act of 1986, Section 118(b) was amended to
reclassify CIAC (both cash and property) as a taxable source of revenue, effective January 1, 1987,
The net resuit of this action is that a utility which is a corporation must now pay income taxes on
the CIAC it coilects. *

Since the amount of this additional tax liability is directly attributabie to the contributors
(developers, builders, ete.) of the CIAC, those utilities that are authorized by the Florida Public
Service Commission to collect the tax effect of CIAC are required to collect the amount from those
contributors.

By Orders Nos. 16971, 23541, PSC-92-0961-FOF-WS, PSC-92-0961A-FOF-WS, and PSC-94-
1265-FOF-WS, the Commission established specific guidelines for a utility to administer in the
calculation, collection, and reporting of CIAC tax liabilities as well as in the refunding of excess tax
collections:

1) The tax gross-up to be collected shall be determined by using the marginal rate of
federal and state corporate income tax related to the value of ail property and cash contributions
included in the taxable income of the Utility, including the tax applicable to the tax gross-up, or
“tax on tax" effect. The first year's tax depreciation on all property contributions shall be used to
reduce the tax gross-up collected.

The tax gross-up amount to be collected shall be determined using the following formula:
Full Gross-Up:

Depreciable Plant:

For utilities using straight-line depreciation for tax purposes, the gross-up formula shail be:

For utilities using an accelerated rate of depreciation for tax purposes, the gross-up
formula shall be:

EFFECTIVE DATE: DECEMBER 15, 1994 ALAN W. POTTER SR.
ISSUING OFFICER

TYPE OF FILING: CIAC GROSS-UP PRESIDENT
TITLE



FIFTH REVISED SHEET NO. 19.0
CANCELS FOURTH REVISED SHEET NO. 19.0
COMPANY NAME ORTEGA UTILITY COMPANY :
WASTEWATER TARIFF

For land (and cash), the gross-up formula shall be:

Where:
CP = Contributed plant
TL = Tax life for contributed plant
AR = Accelerated tax depreciation rate
CTR = Combined federal and state income tax rate
CL = Contributed land (and cash) .
2) The CIAC tax gross-up amounts, as determined by using the appropriate formula,

shall be deposited as received into a fully funded interest bearing escrow account, hereinafter
referred to as the "CIAC Tax Account." Monies in the CIAC Tax Account may be withdrawn
periodically for the purpose of paying that portion of the estimated Federal and State income tax
liability which is directly attributable to the CIAC conveyed to the utility. Annually, following the
preparation and filing of the utility’s annual Federal and State income tax returns, a determination
shall be made by the Commission as to the actual Federal and State income tax liability that is
directly attributable to the receipt of CIAC. CIAC tax gross-up monies received during the tax year
that are in excess of the actual amount of CIAC tax liability, including interest earned on such
excess monies, shall be refunded on a pro rata basis to the contributors of the CIAC. The utility
shall maintain adequate records to account for the receipt, deposit, and withdrawal of monies in
the CIAC Tax Account. A detailed statement of the CIAC tax account and the annual
determination of actual tax liability attributable to the receipt of CIAC shall be submitted no later
than 120 days after the date of filing of the tax return for the applicable year. The Utility shall
submit all information in accordance with the requirements established by the Commission.

3) The amount of CIAC tax monies collected by a utility shall not be treated as CIAC for
ratemaking purposes.

All developer agreements in which CIAC tax monies are required shall indicate the amount
of such monies separately from any other CIAC amounts required, as well as the Tax Gross-Up
formula utilizing the appropriate values. The agreement shail reflect that the authority for the
collection of CIAC gross-up derives from this tariff.

EFFECTIVE DATE: DECEMBER 15, 1994 ALAN W. POTTER SR.
ISSUING OFFICER

TYPE OF FILING: CIAC GROSS-UP PRESIDENT
TITLE




ORTEGA UTILITY COMPANY

905 NORTH STREET R E c E ‘ V E D

JACKSONVILLE, FLORIDA 32211-5793

PHONE 904 / 7254616 JUN b 1994

Sarvice Commission

- bz
June 3, 199“ Florida Publi e aaus AL

Divi..or of Wat

Ms. Connie McCaskill, Supervisor Limited Filings
Florida Public Service Commission

101 East Qaines Street

Tallahassee, Florida .32396-08T73

Re: Report required by Order No. 16971 - Status of Gross-Up for
Tax Effect of Contributions in Aid of Construction for the
year ended December 31, 1993.

Dear Ms. McCaskill:

We are enclosing herewith the above referenced report covering
the year ended December 31, 1993.

As you may know, Ortega Utility Company has been in an under-
earning situation for several years. This has complicated our
financial situation and we are not in a position to make a refund
to the developers. Therefore, we again request that any refund
be applied as a contribution in aid of construction item, rather
than a required refund.

Questions pertaining to this filing may be directed to either
myself or Ray 0. Avery, Diversified Utility Services, Inc., T67
Blanding Boulevard, Suite 106, Orange Park, Florida 32065.

Very truly yoursgsj

o 7 % =

W. Potter, Sr.
ident

AWP/amh

i}



NOTICE

January 20, 1994

TO: Mr. Alan Potter, President
Ortega Utility Company
Encon building, Suite 3
6957 Lillian Road
Jacksonville, FL 32211-5850

FROM: CHARLES H. HILL, DIRECTOR, DIVISION OF WATER AND UASTEWATER;E

RE: REPORT REQUIRED BY ORDER NO. 16971 - STATUS OF GROSS UP FOR TAX EFFECT OF
CONTRIBUTIONS IN AID OF CONSTRUCTION

Orders Nos. 16971 and 24129 required utilities who have requeasted and obtained
approval to gross up the tax effect of CTAC to submit the following information:

(L a detailed statement of the CIAC tax impact account;

(Z) signed copies of the utility‘s Federal and State income tax returns
or complete the attached CIAC report (provided signed copies of your
tax return are available to staff upon request for review and
audit); and

(3) workpapers which show the treatment of CIAC on the tax returns.

In addition, please provide the following information:

(1) the actual above-the-line tax liability before the effect of CIAC is
taken into consideration;

(2) the actual above-the-line tax liability after the effect of CIAC is
taken into consideration;

(3) the amount of CIAC collected for the reporting period;

(4) the amount of gross-up collected for the reporting peried;

(5) calculation of the amount of over or under collection of CIAC gross-
up,

(6) the proposed amount of refund and interest, if any; and

(7) the proposed method of refund.

Please send the above information to the following address:

Connie L. McCaskill, Supervisor/Limited Filings
Florida Public Service Commission

101 East Gaines Street

Tallahassee, FL = 32399-0873

If you are not currently grossing up for CIAC or have never grossed up, please
check the box below and sign and return this page only. Facsimile copies do not
satisfy the filing requirements.

The report is a public document under the statutes. Requests for confildential
treatment must be made In accordance with the provisions of Rule 25 22 006

The report is due thirty (30) days after Federal and State tax returns for 1993
have been filed.

If you have any questions, call Connie MeCaskill at (904) 488-8482,
[::::] This utility does not gross up. H;§§7

Dated this 3XQ day of _JUNE . i1ga4 // / é’ ﬁ £

any Official and Title -




CIAC REPORT

FOR TAX RETURN YEAR ENDEp _ DECEMBER 31 19 93
COMPANY: ORTEGA UTILITY COMPANY
TOTAL " NON
COMPANY JURISDICTIONAL JURISDICTIONAL
1. Tow! CIAC S . S $
2. Total Connection Fees { )y ( ) ( )
3. Total Installation Fees - ( Yy ( )« )
4. Total Prepaid Connection Fees (ool in (2)) ( Y ( y ( )
5. Tota! Tep-in Fe=s ( )« ) )
8. Total Jack & Bore Fees ( Y o( ) ( )
7. CIAC Texabje Because of Amendment to Section 118 S s 3
8. Depreciation oa (7) ( ) ( ) )

9. Taxable Income Effect of (7)

[
L%}
L4}

10. Form 1120, Linc 11 _ 3 5 s
11. LESS: Form 1120, Line 27 { ) ( ) ( )
12. Form 1120, Line 28 $ 3 . hY
13. LESS: Form 1120, Line 292 ( Y ( )« )
]4. LESS: Form 1120, Line 29 ( ) ( y ( )
I5. Form 1120, Line 30 ) $ by 3
16. LESS: Net CIAC Texable Because of TRA 86 (from Line (%)) ( ) ) ( )
17. PLUS(LESS): Other CIAC Effects of TRA "86 (attsched)
18. Adjusted Form 1120, Line 30 Y 3 s
Current Combincd Federe]l & State Tex Rate % '
18. CIAC Gross-up Collections s $ s

. 20. CIAC Gross-up Refunds A ( ) ( Y ( )
21. Interest on gross-up collections, net of tax
22. Net CIAC Gross-up To Be Applied To Line (9) s (1) by (1) $ {1}

CIAC Gross-up Rare Used 52 566 g

(1)SEE ATTACHED SCHEDULES OF EXHIBIT "A" FOR ANALYSIS OF C.I.A.C. GROSS-UP COLLECTED AND
CALCULATED PROPOSED REFUND FOR THE YEAR ENDED DECEMBER 31,1993.

(2) TAX RETURNS WILL BE MADE AVAILABLE FOR AUDIT IF REQUIRED.

(3)COPIES OF TARIFF PAGES REGARDING GROSS-UP ARE ATTACHED HERETO AS EXHIBIT "B".

(4)DUE TO COMPANY'S WEAKENING FINANCIAL POSITION, WE HEREBY REQUEST PERMISSION TO CHANGE
THE PROPOSED REFUND AND ACCRUED INTEREST TO C.I.A.C. RATHER THAN MAKING A CASH REFUND.




OR
S0

WU &W R =

TEGA UTILITY COMPANY
URCE:{(Line references are
from CIAC reporta)

Form 1120, Line 30 (Line 15)
Less CIAC (Line T)
Less Gross-up collected (Line 19)
Add First Year's Depr. on CIAC (Line 8)
Add/Less Other Effects (Lines 20 & 21)
Ad justed Income Before CIAC and Gross-up
CIAC
Less first years depr. (Line 8)
Taxable income and CIAC before NQOL
Above~-the-line NOL Carryforward
Net taxable income and CIAC after NOL
Remaining NOL Carryforward

Net Taxable CIAC
Effective state and federal tax rate

Net income tax on CIAC
Less ITC realized

Net income tax
Expansion factor for gross-up taxes

Gross-up required to pay tax effect
Less CIAC gross-up collected (Line 19)

Proposed refund (excluding interest)

STAFF CALCULATED
GROSS-UF REFUND

1993
$ 361,495
(216,808)
(126,724)
8,130
( 817)

- - .

233,954
0

224,938
37.08¢%
83,407

( 12,993)
70,414
1.5807

113,303

126,723

- am mn -

o  wm R M e o me
—_mEmEEEEm= =



EXHIBIT "An
PAGE 1 OF 9
ORTEGA UTILITY COMPANY
Scheduls of Tax on CIAC and Proposed Refund
For the Taxable Year Ended December 31, 1993

(Unaudited)
1993

Total taxable CIAC (Sch.No.2) 216,808.11
Less: First Year's Depreciation on CIAC (Sch.No.5) 8,130.30

Net Taxable CIAC 224,938.41
Above the Line N.0O.L. carry Forward 0.00
Add above the line taxable income (loss)

before CIAC (Sch.No.2) (3) 241,645.67
Taxable CIAC Plus Above Line Taxable Income {loss) 466,584.08
Net taxable CIAC 224,938.41
Effective state and federal tax rate 37.08
Total tax on CIAC before credits 83,407.16
Less: Investment Tax Credit 12,993. 11
Net Income tax on CIAC T0,414.05
Expansion factor for gross-up taxes 1.5807
Total 111,303.49
Less CIAC gross-up collected 126,723.70
Proposed Refund 15,420.21

—— e wn e e
R —n

Note: (1) Interest Net of tax was calculated as follows:

1993
Interest earned on gross-up (Sch.No.2) 817.35
Effective Tax Rate 37.08
Tax on Interest 303.07
Total Interest per Above 817.35

Net Interest 1120.42




EXHIBIT "A"
PAGE 2 QF 9
ORTEGA UTILITY COMPANY

Above and below the line taxable income (loss)

For the Taxable Year Ended Decenmber 31,
{Unaudited)

Above the line taxable income (loss)

Gross receipts/sales

Deductions:
Interest expense(Sch 3- fof §)
Depreciation(Sch 3~ 2 of 5)
Operations(Sch 3- 4 of §)
Other deductions(Sch 3- 5 of §)

Other Taxable Incone:
Meter Fees
Gain on Disposition of Utility Property
Taxable income (loss) before CIAC

CIAC:
Taxable CIAC other than meters(Sch 4)
CIAC gross-up

Interest on CIAC gross-up to 12/31 of Yr. received

Above the line taxable incoume(loss)
Before first year's depreciation deduction

Below the line taxable income (loss)
Income:

Interest/dividends

Other

Refund Workers Comp 1992
Rents
State Sales tax collections & Misec.

Total neon jurisdictional income

Deductions:
Interest (Sch 3- 1 of §5)
Depreciation(Sch 3- 2 of 5)
Other - Operations(Sch 3- U4 of 5)
Other - Other Deductions{(Sch 3- 5 of 5)

Total non Jurisdictional expenses

Below the line taxable income (loss)
Total taxable income {(loss) {Line 28)

1993

1993

1,235,836.63

77,994.09
151,363.74
365,121.39
403,948.05

998,427.27

2,106.31
2,130.00

241,645.67

216,808.11
126,723.70
817.35%

344,349.16
585,994.83

T47.12

1,591.00
3,600.00
5.88

5,196.88

43,B871.68
78,766.23
99,244,20
50,634.28

272,516.39

(267,319.51)

361,495.10

-~ =~

Sch. MNo.2



EXHIBIT "“A"
PAGE 3 OF 9
ORTEGA UTILITY COMPANY
Above and Below the Line Tax Expenses - Interest

(Unaudited)

1. Interest Expense 1993
Total long term debt 1,162,775.06
Capital stock 600,000.00
Earned Surplus 394,359.45¢%
Total Debt and Capital . 2,157,134.51
Total rate base 2,158,947.30

Less: Plant investment in 1987 and later to
benefit 1987 Test Yr. Customers which was

disallowed in Rate Case (Seh. No.3, 3 of 5) 774,973.00
Lesas: Customer deposits N/A
Rate base related to long term debt 1,383,974.30
Debt 1in excess of rate base 773,160.21
Percent of excess debt 0.36
Total tax interest expense 120,908.83
Amortization of debt cost G56.74
Less: interest on customer deposits N/A
Interest on long term debt 121,865.T7
¢ debt & capital in excess of rate base from above 0.36
Below the line interest expense 43,871.68
Summary
Above the line interest, long term debt 77,994.09
Interest on customer deposits N/A
Total above the line interest 77,994.09
Below the line interest, long term debt 43,871.68
Total interest expense per return 121,865.77
Interest per annual report 150,507.21
Interest Allowed by F.P.S.C. but not IRS (29,598.38)
Net tax interest 120,908.83

#pctual earned surplus (deficit) per Annual Rpt. (237,146.83)
Note:For above presentation, losses were not ==zcrpx=z===s==
offset against earned surplus as it would
distort actual excess debt in system that Sch.No.3

supports losses incurred to date. Page 1 of 5




2(a).

(b).

EXHIBIT "A"
PAGE 4 OF 9
ORTEGA UTILITY COMPANY

Above and Below the Line Tax Expenses-Depreciation

{(Unaudited)

Components of depreciation

Plant depreciation

Depreciation on current year CIAC
collections -See Sch. 5

Depreciation on prior years CIAC
collections -See Sch. §

Total depreciation (line 21b, 1120)

Above and below the line depreciation

Above the line:
Plant depreciation
Plant used and useful

Depreciation on Plant Used & Useful
Less:
Tax Depreciation on plant placed in service
subsequent to 12/31/87 Rate Case to meet
regulatory requirements for service to
existing customers which was disallowed by
F.P.S5.C. (See Sch.3, 3 of 5)
Subtotal
First year's depreciation on taxable CIAC
Total above the line depreciation
Below the line:
Non Jjurisdietional deprec. deducted above

Depreciation on prior years CIAC collections

Total below the line depreciation

Total depreciation

1993
144,349.95
8,130.30
34,759.71

187,239.96

187,239.96
100%

187,239.96

44,006.52

143,233.44
8,130.30

151,363.74

b4,006.52
34,759.71

78,766.23

230,129.97

Sch. Ne.3
Page 2 of §



EXHIBIT "A"
PAGE 5 OF 9
ORTEGA UTILITY COMPANY
Above and Below the Line Tax Expensasn

{Unaudited)
2. Continued
Note: Deprecisation on prior years CIAC has been clasaified below the line
since the benefit of such depreciation will be returned to the rate payers

through the normalization procsesas.

Depraciation on Utility Plant for portion added sinoe 12/31/87 (Rate Case
Year) that Commission Disallowed as a Proforma:

C.W.I.P. at 12/31/87 (Rate Case
Test Year) no depreciation allowed
Disallowed becauae of reduction to

171,572.00}

average balances 140,966.00} 312,538.00 -1987
1988 plant additionas that we in-
cluded in Proformas to serve ex-
isting customers in 1987 Rate Cane
which was disallowed in Rate Case 13,074.00 325,612.00 -1988
Subtotal 1988 325,612.00
1989 plant additions that were included
in proforma to serve existing customers
in 1987 Rate Case vwhioh was disallowed
in Rate Case 338,045.00 663,657.00 ~1989
1990 plant additions that were included
in proforma to serve existing customers
which wes disallovaed in ‘Rate Case 0.00 663,657.00 -1990
1991 plant additions that were included
in proforma to serve exiating ocustomersa
whioh was disallowed in Rate Case® 111,316.00 774,973.00 -1991
Total 774,973.00
EESEZEREEELS
ax Depreciation for Jtems no ovided for in Rate Cas
Coat 1986 1989 1990
1988 Plant Additionas 325,612.00 12,210.00 23,506.00 21,7T41.00
1989 Plant Additions 338,045.00 0.00 12,677.00 24,403.00
1990 Plant Additions 0.00 0.00 0.00 0.00
1991 Plant Additions 111,316.00 0,00 0.00 0,00
774,973.00 12,210.00 36,183.00 46,14%.00
Accum. Depre. 139,705.00
Net 635,26B.00
1991 1992 1993 Total
1988 Plant Additions 20,113.00 18,602.00 17,261.48 113,433.4%
1989 Plant Additions 20,881.00 20,881.00 19,312.51 98,154.51
1990 Plant Additions 0.00 0.00 0.00 0.00
1991 Plant Additions 4,174.00 8,036.00 7,432.57 642,
£5,168.00 47,519.00 4%,006.52 231,230.52

%Total capital expenditures applicable to 1987

included in Limited Proceeding-filed end of 1991 (1) T74,973.00
Lesa: Amount accounted for on prior gross-~up report 663,657.00
Additions included for 1991 111,316.00
(1)Limited proceeding applied directly to those Sch. No.3

items disallowed in prior Rate Case. Page 3 of §



3.

EXHIBIT nmaAn®
PAGE 6 OF 9
ORTEGA UTILITY COMPANY

Above and Below the Line Expenses=-Operation Exp.

Operation Expenses (line 12-25, 1993
1120 less interest depreciation)

Detail Expenses as filed:

Compensation of Officers 85,106.76
Salaries and Wages 173,091.21
Repairs & Maintenance 0.00
Bad Debts 11,908.86
Rents (1) 13,752.91
Taxes - State Income & Excise Tax 17,720.58
Taxes = Other 149,422.14
Contributions 0.00
Advertising 19.96
Pension & Profit Sharing 0.00
Emnployee Benefit Programs (2)_13,343.117

Subtotal

Less Items above reclassed as

Below Line Itenms:

(1) Salaries not covered by rates based
on 12/31/87 Rate Case Year

(2) Taxes & other misc. originally
classed below line

(3) Rental Cost Increases not covered by

rates based on 12/31/87 Rate Case Year (1)
(4) Employee Benefits not covered by rates
based on 12/31/87 Rate Case (2)

(5) State Income & Emergency Excise Tax

Subtotal Non Jurisdictional Operation Expenses

Jurisdietional Operation Expenses

464,365.59

T4,721.97
0.00

11,179.06

13,343.17
0.00

99,244.20

365,121.39

Sch. No.3

Page 4 of &



.,

EXHIBIT "A"
PAGE 7 OF ¢
ORTEGA UTILITY COMPANY

Lbove and Below the Line Expenses-other deductions

Detail of Other Deductions as filed:
Purchased water
Diesel & Propane
Electricity

Labor

Chemicals
Supplies 0 & M
Supplies - QOffice
Contract Services
Contract Services
Contract Services
Insurance
Miscellaneous Expenses

Regulatory Commission Expense
Transportation Expense

Purchased Sewage Treatment
Amortization of Legal Expense
Amortization of Debt Expense
Anmortization of Rate Case Expense

- Engineering
~ Other
~ Accounting & Legal

Subtotal
Less: Ttems Above Reclassed:
(1) Misc. Expense originally classed

below line

Amortization of debt cost

Reclassified to interest

Portion of purchased sewage treatment

disallowed in last Rate Case

Litigation Exp. for territory dispute

& other that exceeded cost allowed in

Rate Case

Increase accounting cost not provided

for in last Rate Case. Request made/denied

Subtotal -non Jurisdictional other deductions
including reclassifications

Jurisdictional other deductions

(2)
(3)
(1)

(5)

Jurisdictional other deductions from above
ineluding reclassificetions
Less: Debt expense reclassified as in interest

Non jurisdictional other deductions

]1¢o2
13,122.00
1,910.14
137,553.54
0.00
23,745.15
10,981.22
13,919.56
0.00
111,518.53
(1) 21,377.36
45,345.98
7,514.53
0.00
11,116.27
(2) 37,783.92
0.00
(3) 956.94
18,694.13
455,539.27

500.00
(3) 956.94

(2) 26,013.92

(1) 11,307.54%

(1)_2,812.82

51,591.22
403,948.05

SESEEES=E===S

— 956.94
50,634.28

e
AN

Sch. No.3
Page 5 of 5



Taxable CIAC

Meters:

Taxable CIAC

Taxable CIAC

Taxable CIAC

Total Taxable

Non-Taxable CIAC

EXHIBIT "A®
PAGE 8 OF 9

ORTEGA UTILITY COMPANY

CIAC RECAP

=Gross=up Collected

-Gross-up Not Collected

other than meters

Tsf. from Advances for Construction

Total

Total CIAC

Note: Advances for Construction balance 12/31/93

2,106.31

216,808.11

0.00

216,808.11

218,914.42

P T L
e e oma

Sch. No.l



CIAC
Year Amount
1987 67,437.64
1988 41,386.68
1989 260,259.62
1990 87,328. 81
1991 9,663.8Y4
1992 121,609.95
1993 216,808.11
Current Year
Depreciation
Prior Year
Depreciation

1087

2,528.

0.

2,528.91

91

00

1988
4,868.32

1,552.00

1,552.00

4,868.32

Depreciation Rates (20 year property):

Year

MW =IO WA =

T |

Rate

.0375

07219
.06677
06177
.05713
.05285
.04888
.04522
04461
.02231

EXHIBIT "A"

PAGE 9 OF 9
ORTEGA UTILITY COMPANY

Schedule of Depreciation on Taxable CIAC

1989
4,502.81
2,987.70

9,759.74

9,759.74

7,490.51

1999
4,165.
2,763.

18,788,

3,274.

3,274.

25,717.

62

39
14

83

83

15

1991
3,852.71
2,556.46

17,377.53
6,304.27
362.39

362.39

30,090.97

1992
3,296.
2,364,

16,076.
5,830

697

4,560

4,560.

35
42

24

T
.63
.37

31

.38

1993
3,049.53
2,022.98

14,868.63
5,394.30

645.25

8,779.02

8,130.30

8,130.30

34,759.71



EXHIBIT "B"
PAGE | OF 2

THIRD REVISED SHEET NO. 20.0
CANCELS SECOND REVISED SHEET NQ. 20.0

COMPANY NAME ORTEGA UTILITY COMPANY
WATER TARIFF

TAX IMPACT OF CIAC )

Prior to the Conﬁressional Tax Reform Act of 19886, Section 118(b) of the Internal Revenue
Code provided for the exclusion of certain types of Contributions in Aid Of Construction (CIAC) from
the taxable income of a corporate utility. Such amounts were, therefore, tax exempt.

However, pursuant to the Congressional Tax Reform Act of 1988, Section 118(b) was amended
to reclassify CIAC (both cash and property) as taxable source of revenue, effective January 1, 1987.
The net result of this action is that a utility which is a corporation must now pay income tax on the
CIAC it collects.

Since the amount of this additional tax Hability is directly attributable to the contributors
(developers, builders, etc.) of the CIAC, the utility is required to collect this amount from those
contributors.

Therefore, in accordance with Order No. 16971 issued on December 18, 1986 and 23541 issued
on October 1, 1990, in Docket No. 860184-PU, the Public Service Commission adopted and ordered
specific guidelines for a utility to administer in the calculation, collection, and reporting of CIAC tax
liabilities as follows:

1) On and after January 1, 1987, utilities may collect from developers and others who
convey cash and/or property to a ulility as CIAC, an amount equal to the tax impact of the CIAC.

2) The tax impact amount to be collected shall be determined based upon use of the
marginai rate of Federal and State corporate income tax related 1o the value of all property and cash
contributions included in taxable income of the utility, including that tax applicable to the gross-up
funds themselves, or "tax on tax" effect. The first year’'s tax depreciation benefits on all property
contributions shall be utilized to reduce the tax impact collected.

The tax impact amount to be collected shall be determined using the following formula:
Full Gross Up:

Depreciable Plant: (CP-(CP*(1/TL)*AR*.5))
: * (1/(1-CTR})) .
Land (and Cash): (CL*(1/(1-CTR}))

Where:

cp Contributed plant

TL = Tax life for contributed plant
AR = Accelerated tax rate
CTR = Combined federal and state income tax rate
CL = Contributed land
EFFECTIVE DATE: DECEMBER 4, 1991 ALAN W. POTTER
ISSUING OFFICER
TYPE OF FILING: CIAC (FINAL AUTHORITY) PRESIDENT

TITLE



EXHIBIT "B"
PAGE 2 OF 2

THIRD REVISED SHEET NO. 21.0

CANCELS SECOND REVISED SHEET NO. 21.0
COMPANY NAME ORTEGA UTILITY COMPANY
WATER TARIFF

+

3) The CIAC tax impact amounts, as determined in Paragraph (2), shall be deposited as
received into a fully funded interest bearing escrow account, hereinafter referred to as the "CIAC Tax
Impact Account.” Monies in the CIAC Tax Impact Account may be withdrawn periodically for the
purpose of paying that portion of the estimated Federal and State income tax expense which is directly
attributable to the CIAC conveyed to the utility. Annually, following the preparation and filing of the
utility’'s annual Federal and State income tax returns, a determination shall be made by the
Commission as the actual Federal and State income tax expense that is directly attributable to the
receipt of CIAC. CIAC tax Impact monies received during the tax year that are in excess of the actual
amount of CIAC tax expense, including interest earned on such excess monies, shall be refunded on
a pro rata basis to the contributors of the CIAC. The utility shall maintain adequate records to
account for the receipt, deposit, and withdrawal of monies in the CIAC Tax Impact escrow account.
A detailed statement of the CIAC Tax Impact Account, including the annual determination of actual
tax expense attributable to the receipt of CIAC, shall be submitted as a part of the utility’s annual
report. The utility shall submit all information in accordance with the requirements established by the
Commission.

4) The amount of CIAC 1ax impact monies collected by a utility shall not be {reated as
CIAC for ratemaking purposes.

All developer agreements in which CIAC tax monies are required shall indicate the amount of
such monies separately from any other CIAC amount required, as well as the Tax Impact formula
ulilizing the appropriate values. The agreement should also contain an explanation of the charge for
the benefit of the contributor.

EFFECTIVE DATE: DECEMBER 4, 1991 ALAN W. POTTER
ISSUING OFFICER

TYPE OF FILING: CIAC (FINAL AUTHORITY) PRESIDENT
TITLE




RECEIVED

o oo e ' Sl o 1993
' NOTICE
ngmayy 15, 1993 Flarida Fuliliz Sarvice Carmmission
TO:  Mr. Alan W. Potter, President Bivision of Water and Wastawater
Ortega Utility Company
Encon Bldg, Suite 3
6957 Lillian Road
Jacksonville, Flovida 32211-5850 / W

FROM: CHARLES H. HILL, DIRECTOR, DIVISION OF WATER AND WASTEWATER

RE:  REPORT REQUIRED BY ORDER NO. 16971 - STATUS OF GROSS UP FOR TAX EFFECT OF
CONTRIBUTIONS IN AID OF CONSTRUCTION

Orders Nos. 16971 and 24129 required utilities who have requested and obtained approval to gross up the tax effect
of CIAC to submit the following information:

(1) a detailed statement of the CIAC tax impact account;

(2) signed copies of the utility’s Federal and State income tax retumns or complete the attached CIAC
report (provided signed copies of your tax return are available to staff upon request for review and
audit); and :

{(3) workpapers which show the treatment of CLAC on the tax retums.

In addition, please provide the following information:
(1) the actual above-the-line tax liability before the effect of CIAC is taken into consideration;
(2) the actual above-the-line tax liability after the effect of CIAC is taken into consideration;
(3) the amount of CIAC collected for the reporting period;
(4) the amount of gross-up collected for the reporting period;
(3) calculation of the amount of over or under collection of CIAC gross-up;
(6) the proposed amount of refund and interest, if any; and
(7} the proposed method of refund.

Piease send the above information to the following address:

Connie L. McCaskill, Supervisor/Limited Filings
Florida Public Service Commission

101 East Gaines Street

Tallahassee, FL 32399-0873

If you are not currently grossing up for CIAC or have never grossed up, please check the box below and sign and
return this page only. ‘

Facsimile copies do not saiisfy the filing requirements.
The report is a public document under the statutes. Requests for confidential treatment must be made in accordance

with the provisions of Rule&_fz_._‘i;._22.006, Florida Administrative Code, Confidential Information.

d

.........

The report is due thirty (30) days after Federal and State tax returns for 1992 have been filed.

If you have any questions, call Connie McCaskill or Sherri Meador at (904) 488-8482.
I

— This utility does not gross up.
Dated this / 2 day ofr.%”/ 21993 %WA%« ;Z?

Company Official and Title



ORTEGA UTILITY COMPANY

8957 LILLIAN ROAD
JACKSONVILLE, FLORIDA 32211

PHONE 904 / 725-4616

June 30, 1993

Ms. Connie MeCaskill, Supervisor Limited Filings
Florida Public Service Commission

101 East Gaines Street

Tallahassee, Florida 32399-0873

Re: Report required by Order No. 16971 - Status of Gross-Up for
Tax Effect of Contributions in Aid of Construction for the

year ended December 31, 1992.
Dear Ms. MeCaskill:

We are enclosing herewith the above referenced report covering
the year ended December 31, 1992.

As you may know, Ortega Utility Company has been in an under-

earning situation for several years. This has conplicated our
financial situation and we are not in a position to make a refund
to the developers. Therefore, we again request that any refund

be applied as a contribution in aid of construction item, rather
than a required refund.

Questions pertaining to this filing may be directed to either
myself or Ray 0. Avery, Diversified Utility Services, Ine., 767
Blanding Boulevard, Suite 106, Orange Park, Florida 32065.

Very truly yo

V7
A AT £
A W. Pottér, Sr
President

AWP/amh



FOR TAX RETURN YEAR ENDED __DECEMBER 31 19 92
COMPANY: ORTEGA UTILITY COMPANY
TOTAL NON
COMPANY JURISDICTIONAL JURISDICTIONAL

1. Total CIAC b 3 ‘3

2. Total Connection Fees { Y ( Y ( )
3. Total Installation Fees { Y ( ) ( )
4. Total Prepaid Connection Fees (not ia (2)) ( y ( ) ( )
5. Tota! Tap-in Fees ( 5 Y« )
6. Total fack & Bore Fees ( ) ( ) ( )
7. CIAC Taxable Becausc of Amendment to Scction 118 $ hY 3

8. Depreciation on (7) ( ) ( )« )
§. Taxable Income Effect of (7) $ $ )

10. Form 1120, Line 11 $ $ 3

11. LESS: Form 1120, Line 27 ( ) ( ) ( )
12. Form 1120, Linc 28 3 5 $

13. LESS: Form 1120, Linc 29 { ) ( ) ( )
I4. LESS: Form 1120, Line 29b ( ) ( ) )
15, Form 1120, Line 30 $ ) S

16. LESS: Net CIAC Taxable Because of TRA "86 (from Line (9)} ( ) ( ) ( )
17. PLUS(LESS): Other CIAC Effects of TRA '86 (attached)

18. Adjusted Form 1120, Line 30 s hY §

Current Combined Federal & State Tax Rate %

19. CIAC Gross-up Collections 5 5 3
20. CIAC Gross-up Refunds ( ) | ) « )
21. Iuterest on gross-up collections, net of tax
22. Net CIAC Gross-up To Be Applied To Line (9) $ (1) $ (1) $ (1)

CIAC REPORT

CIAC Gross-up Rate Uscd59' 566 b4
(1)SEE ATTACHED SCHEDULES OF EXHIBIT "A" FOR ANALYSIS OF C.I.A.C. GROSS-UP COLLECTED AND

CALCULATED PROPOSED REFUND FOR THE YEAR ENDED DECEMBER 31,1992.
(2) TAX RETURNS WILL BE MADE AVAIIABLE FOR AUDIT IF REQUIRED.
{3)COPIES OF TARIFF PAGES REGARDING GROSS-UP ARE ATTACHED HERETO AS EXHIBIT "B".

(4}DUE TO COMPANY'S WEAKENING FINANCIAL POSITION, WE HEREBY REQUEST PERMISSION TO CHANGE
THE PROPOSED REFUND AND ACCRUED INTEREST TO C.I.A.C.

RATHER THAN MAKING A CASH REFUND.



OR
S0

WOV EWN =

TEGA UTILITY COMPANY
URCE: (Line references are
from CIAC reports)

Form 1120, Line 30 (Line 15)

Less CIAC (Line T)

Less Gross-up collected (Line 19)

Add First Year's Depr. on CIAC (Line 8)
Add/Less Other Effects (Lines 20 & 21)

Ad justed Income Befofe CIAC and Gross-up

CIAC

Less first years depr. (Line 8)
Taxable income and CIAC before NOL
Above~the-line NOL Carryforward

Net taxable income and CIAC after NOL
Remaining NOL Carryforward

Net Taxable CIAC
Effective state and federal tax rate

Net income tax on CIAC
Less ITC realized

Net income tax
Expansion factor for gross-up taxes

Gross-up required to pay tax effect
Less CIAC gross-up collected {(Line 19)

Proposed refund (excluding interest)

STAFF CALCULATED
GROSS~UP REFUND

1992

$ 353,532
(121,610)
( 72,420)

4,560
( 4,138)

159,924
121,610

276,974
0

117,050

33.71%



EXHIBIT "A"
PAGE 1 OF 9
ORTEGA UTILITY COMPARNY

Schedule of Tax on CIAC and Proposed Refund

For the Taxable Year Ended December 31,
(Unaudited)

Total taxable CIAC (Sch.No.2)

Less: First Year's Depreciation on CIAC (Sch.No.5)
Net Taxable CIAC

Above the Line N.Q.L. carry Forward

Add above the line taxable income {(loss)
before CIAC (Sch.No.2) (3)

Taxable CIAC Plus Above Line Taxable Income (loss)
Net taxable CIAC

Effective state and federal tax rate

Total tax on CIAC before credits

Less: Investment Tax Credit

Net Income tax on CIAC

Expansion factor for gross-up taxes

Total

Less CIAC gross-up collected

Proposed Refund

1992

121,
4,

1992

609.95
560.37

117

,049.58

155,

0.00

363.74

272,

117,

413.32

049.58
33.71

39,

457.41
231.56

39

y225.85

1.5807

62,

004.30

12,

10,

Note: (1) Interest Net of tax was calculated as follows:

Interest earned on gross-up (Sch.No.2)
Effective Tax Rate

Tax on Interest
Total Interest per Above

Net Interest

1992

4138.07
33.71

1394.9%4

4138.07

- o -
_-EmEEE R -

420.33
416.03



EXHIBIT ™A"
PAGE 2 OF 9
ORTEGA UTILITY COMPANY

Above and below the line taxable income {(loss)

For the Taxable Year Ended December 31,
(Unaudited)

Above the line taxable income (loss)

Gross receipts/sales

Deductions:
Interest expense(Sch 3- 1of 5)
Depreciation(Sch 3- 2 of 5)
Operations(Sch 3- 4 of 5)
Other deductions(Sch 3- 5 of &)

Other Taxable Income:
Meter Fees
Gain on Disposition of Utility Property

Taxable income {(loss) before CIAC

CIAC:
Taxable CIAC other than meters(Sch 4)
CIAC gross-up

Interest on CIAC gross-up to 12/31 of YIr. received

Above the line taxable income(loss)
Before first year's depreciation deduction

Below the line taxable income {loss)
Income:
Interest/dividends
Other- Write off 1975 A/P
Refund Workers Comp 1991
Rents
State Sales tax collections & Misc.
Reimburse 1991 Expenses

Total non Jurisdictional income

Deductions:
Interest(Sch 3- 1 of 5)
Depreciation(Sch 3- 2 of 5)
Other - Operations(Sch 3- 4 of 5)
Other - Other Deductions(Sch 3- 5 of 5)

Total non Jjurisdictional expenses

Below the line taxable income (loss)
Total taxable income (loss) (Line 28)

1992

1992

1,034,775.55

67,775.65
99,116.01
325,436.03
394,434,112

886,761.81

7,350.00
0.00

155,363.74

121,609.95
72,420.33
4,138.07

198,168.35
353,532.09

658.26
3,078.66
152.00
3,300.00
5.39
306.06

7,500.37

47,098.34
75,784.38
101,832.08
18,521.40

243,236.20

(235,735.83)
113,655.19

Sch. No.2



1.

EXHIBIT maA"
PAGE 3 OF 9
ORTEGA UTILITY COMPANY
Above and Below the Line Tax Expenses -
(Unaudited)

Interest Expense

Total long term debt
Capital stock
Earned Surplus

Total Debt and Capital

Total rate base

Less: Plant investment in 1987 and later to
benefit 1987 Test Yr. Customers whieh was
disallowed in Rate Case (Sch. No.3, 3 of 5)
Less: Customer deposits

Rate base related to long term debt

Debt in excess of rate base
Percent of excess debt
Total tax interest expense
Amortization of debt cost

Less: interest on customer deposits

Interest on long term debt

Interest

1

1992

»170,634.17
600,000.00
394,359.45%

2,164,993.62

2

,049,241.00

774,973.00
N/&

1

,274,268.00

M em e mrom ot o o

112,582.25
2,294.74
N/A

4 debt & capital in excess of rate base from above

Below the line interest expense

Sunmary
Above the line interest, long term debt

Interest on customer deposits

Total above the line interest
Below the line interest, long term debt

Total interest expense per return

Interest per annual report

Interest Allowed by F.P.S.C. but not IRS

Net tax interest

®pctual earned surplus (deficit) per Annual Rpt.

Hote:For above presentation, losses were not
offset against earned surplus as it would
distort actual excess debt in system that
supports losses incurred to date.

114,873.99
0.41

47,098.34

67,775.65
N/A

67,775.65
47,098.34

114,873.99

131,246.92
(18,664.67)

112,582.25

Sch.Ne.3
Page 1 of 5



EXHIBIT "A"
PAGE 4 OF ¢
ORTEGA UTILITY COMPANY

Above and Below the Line Tax Expenses-Depreciation

({Unaudited)

2{a). Components of depreciation

(b).

Plant depreciation

Depreciation on current year CIAC
collections =-See Sch., 5

Depreciation on prior years CIAC
collections ~See Sch. 5

Total depreciation {(line 21b, 1120)

Above and below the line depreciation

Above the line:
Plant depreciation
Plant used and useful

Depreciation on Plant Used & Useful

Less:
Tax Depreciation on plant placed in service
subsequent to 12/31/87 Rate Case to meet
regulatory requirements for service to
existing customers which was disallowed by
F.P.3.C. (See Sch.3, 3 of 5)

Subtotal
Firat year's depreciation on taxable CIAC
Total above the line depreciation

Below the line:
Non jurisdictional deprec. deducted above
Depreciation on prior years CIAC collections

Total below the line depreciation

Total depreciation

1992
142,074.64

4,560.37
28,265.38

174,900.39

142,074.64
100%

142,074.64

47,519.00

94,555.64
4,560.37

99,116.01

47,519.00
28,265.38

75,784.38

174,900.39

Sch. No.3
Page 2 of 5



EXHIBIT “A"™
PAGE 5 OF 9
ORTEGA UTILITY COMPANY
Above and Below the Line Tax Expenses
w {Unaudited)
2. Continued
Note:

Depreciation on prior years CIAC has been classified below the line

since the benefit of such depreciation will be returned to the rate pavers

through the normalization process.

Depreciation on Utility Plant for portion added since 12/31/87 (Rate Case

Year) that Commission Disallowed as a Proforma:

C.W.I.P. at 12/31/87 (Rate Case

Test Year} no depreciation allowed 171,572.00}
Disallowed because of reduction te "
average balances 140,966.00! 312,538.00 -1987
1988 plant additionas that we in-
cluded in Proformas to serve ex-
isting customers In 1987 Rate Case
which was disallowed in Rate Case 13,074.00 325,612.00 -1988
Subtotal 1988 325,612.00
1989 plant additions that were included
in proforma to serve existing customers
in 1987 Rate Case which was disallowed
in Rate Case 338,045.00 663,657.00 -1989
1990 plant additions that were included
in proforma to serve existing customers .
which was disallowed in Rate Case 0.00 663,657.00 -1990
1991 plant additions that were included
in proforma to serve existing customers
which was disallowed in Rate Caset 111, 316.00 774,973.00 -1991
Total 774.973.00
[ 13 1§ 3 3 33 7 3
Tax Depreciation for Items not Provided for in Rate Case
Cost 1988 1989 199¢ 1991
1988 Plant Additions 325,612.00 12,210.00 23,506.00 21,741.00 20,113.00
1989 Plant Additions 338,045.00 0.00 12,677.00 24,403.00 20,881.00
1990 Plant Additions 0.00 0.00 0.00 0.00" 0.00
1991 Plant Additions 111,316.00 0.00 0.00 0.00 4,174.00
774,973.00 12,210.00 36,183.00 46,144.00 45,168.00
Accum. Deprec. 139,705.00
Net 635,268.00
*Total capital expenditures applicable to 1987
included in Limited Proceeding-filed end of 1991 (1} 774,973.00
Less: Amount accounted for on prior gross-up report 663,657.00
Additions included for 1991 111,316.00

{l)Limited proceeding applied directly to those
items dizallowed in prior Rate Case.

1992

18,602.00
20,881 .00
0.00

8,036.00

47.519.00

Sch. No.3
Page -3 of 5

Total
96,172.00
78,842.00

0.00

12,210.00

187.224.00



3.

EXHIBIT "A"
PAGE 6 OF 9
ORTEGA UTILITY COMPANY

Above and Below the Line Expenses-Operation Exp.

Operation Expenses (line 12-25,
1120 less interest depreciation)

Detail Expenses as filed:

Compensation of OQfflcers
Salaries and Wages
Repairs & Maintenance

Bad Debts

Rents

Taxes - State Income & Excise Tax
Taxes - Other
Contributions

Advertising

Pension & Profit Sharing
Emplcoyee Benefit Programs

Subtotal

Less Items above reclassed as

Below Line Items:

(1) Salaries not covered by rates based
on 12/31/87 Rate Case Year

(2) Taxes & other misc. originally
¢lassed below line

{3) Rental Cost Increases not covered by
rates based on 12/31/87 Rate Case Year

(4) Employee Benefits not covered by rates
based on 12/31/87 Rate Case

(5) State Income & Emergency Excise Tax

Subtotal Non Jurisdictional Operation Expenses

Jurisdictional Operation Expenses

1992

86,u437.44
170,067.70
0.00
4,994.32

(1) 14,557.70
0.00
134,216.86
0.00

175.00

: 0.00

(2) 16,819.09
427,268.11

73,029.14
0.00
(1) 11,983.85

(2) 16,819.09
0.00

101,832.08

325,436.03

- o o - -
ETEESESEREESRS
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EXHIBIT "A"
PAGE 7 OF 9
ORTEGA UTILITY COMPANY

Above and Below the Line Expenses-other deductions

Detail of Other Deductions as filed:

Purchased water

Diesel & Propane

Electricity

Labor

Chemicals

Supplies 0 & M

Supplies - Office

Contract Services - Engineering
Contract Services - Other
Contract Services - Accounting & Legal
Insurance

Miscellanecus Expenses

Regulatory Commission Expense
Transportation Expense

Purchased Sewage Treatment
Amortization of Legal Expense
Amortization of Debt Expense
Amortization of Rate Case Expense
Subtotal

Less: Items Above Reclassed:
(1) Misc. Expense originally classed
below line
Amortization of debt cost
Reclassified to interest
Portion of purchased sewage treatment
disallowed in last Rate Case
Litigation Exp. for territory dispute
& other that exceeded cost allowed in
Rate Case
(5) Increase accounting cost not provided
for in last Rate Case. Request made/denied
Subtotal -non Jjurisdictional other deductions
ineluding reclassifications

(2)
(3)
(4)

Jurisdictional other deductions

Jurisdictional other deductions from above
including reclassifications
Less: Debt expense reclassified as in interest

Non Jurisdictional other deductions

1992
6,099.58
2,337.26

123,230.55
0.00
20,326.06
11,698.36
12,348.87
0.00
113,116.37
(1) 20,989.21
43,644,32
8,144 .34
0.00
10,947.31
8,426.93
2,045.04
2,294.76
29,601.30
415,250.26

(2)
(3)

300.00

(3)
(2)

2,294.74
6,656.93

(1)
(1)

9’357-21
4,502.00

20,816.14

394,434,112

F -2k
-5

Seh, No.3
Page 5 of §



EXHIBIT "A"

PAGE 8 OF 9
ORTEGA UTILITY COMPANY

CIAC RECAP

Taxable CIAC 1992
Meters: 50.00

Taxable CIAC =Gross-up Collected 121,609.95
Taxable CIAC -Gross-up Not Collected .00
Taxable CIAC other than meters 121,609.95
Total Taxable 128,959.95
Non-Taxable CIAC
Tsf. from Advances for Construction 0.00
Total 0.00
Total CIAC 128,959.95
Note: Advances for Construction balance f2/31/92 26,340.00

- - -
- =J-=l -4 =R~}



ORTEGA UTILITY COMPANY

6957 LILLIAN RCAD
JACKSONVILLE, FLORIDA 32211

PHONE 904 / 7254616

June 4, 1992

Ms. Connie MecCaskill, Superviscor Limited Filings
Florida Public Service Commission

101 East Gaines Street

Tallahassee, Florida 32399-0873

Re: HReport required by Order No. 16971 - Status of Gross-Up for
Tax Effect of Contributions in Aid of Construction for the
year ended December 31, 1991.

Dear Ms. MeCaskill:

We are enclosing herewith the above referenced report covering
the year ended December 31, 1991.

Questions pertaining to this filing may be directed to either
myself or Ray O. Avery, Diversified Utility Services, Ine., 767
Blanding Boulevard, Suite 106, Orange Park, Florida 32065.

Very truly yogrs,

Prgsident

AWP/amh




NOTICE

March 31, 1992

TO: M. Alan W. Potter, President
Ortega Utility Company
7703 Blanding Blvd.
Jacksonville, Florida 32244-5113

FROM: CHARLES H. HILL, DIRECTOR, DIVISION OF WATER AND WASTEWATER [}/ / ' foin

RE:  REPORT REQUIRED BY ORDER NO. 16971 - STATUS OF GROSS UP FOR TAX EFFECT OF
CONTRIBUTIONS IN AID OF CONSTRUCTION

Orders Nos. 16971 and 24129 required utilities who have requested and oblained approval to gross up the tax effect
of CIAC to submit the following information:

(1) a detailed statement of the CLAC tax impact account;

(2) signed copies of the utility’s Federal and State income tax retums or complete the attached CIAC
report (provided signed copies of your tax return are available to staff upon request for review and
audit); and

(3 workpapers which show the treatment of CIAC on the tax retums.

In addition, please provide the following information:
(1 the actual above-the-line tax liability before the effect of CIAC is taken into consideration;
{2) the actual above-the-fine tax liability after the effect of CIAC is taken into consideration;
(3) the amount of CLAC collected for the reporting period;
(4) the amount of gross-up collected for the reporting period;
(5) calculation of the amount of over or under collection of CLIAC gross-up;
{6) the proposed amount of refund and interest, if if any; and
(7) the proposed method of refund.

Please send the above information to the following address:
Connie L. McCaskill, Supervisor/Limited Filings
Florida Public Service Commission
101 East Gaines Street
Tallahassee, FL 32399-0873

If you are not currently grossing up for CLAC or have never grossed up, please check the box below and sign and
return this page only.

Facsimile copies do not satisfy the filing requirements.

The report is a public document under the statutes. Requests for confidential treatment must be made in accordance
with the provisions of Rule 25-22.006, Florida Administrative Code, Confidential Information.

The report is due thirty (30} days after Federal and State tax returns have been filed.

If you have any questions, call Connie McCaskill or Sherri Meador at (904) 488-8482.

—
— This utility does not gross up.
Dated this >t gagor  JUNE 000 Aoty 5 ALAN W. POTTER SR.

Company Olfférial ;nd Title PRESIDENT




CIAC REPORT
FOR TAX RETURN YEAR ENDED DECEMBER , 31,19 91

COMPANY: ORTEGA UTILITY COMPANY

TOTAL NON

COMPANY JURISDICTIONAL JURISDICTIONAL
1. Towul CIAC $ 3 $
2. Total Connection Fees ( ) ( ) ( )
3. Total Installation Fees - ) ( ) ( )
4. Total Prepaid Connection Fees (pot in (2)) ( ) ) ( )
5. Total Tap-in Fees ( y ( ) )
8. Total Jack & Bore Fees { o« ) ( )
7. CIAC Taxable Because of Amendment to Section 118 $ $ 3
8. Depreciation on (7) { } )« )

" 9. Taxable Income Effect of (7) $ $ $

10. Form 1120, Line 11 _ 3 $ $
11, LESS: Form 1120, Line 27 ( ) ( ) ( )
12. Form 1120, Line 28 $ $ $
13. LESS: Form 1120, Line 292 ( ) ( ) ( )
14. LESS: Form 1120, Linc 29 ( ) ( ) ( )
15. Form 1120, Line 30 ] $ $ $

16 LESS: Net CIAC Taxabic Because of TRA '86 (from Line (9)) ( ) ( y( )
17. PLUS(LESS): Other CIAC Effects of TRA 86 (attached) i i _
18. Adjusted Form 1120, Line 30 $ $ $
Current Combined Federal & State Tax Rate ) 4
19. CIAC Gross-up Collections hY $ $
20. CIAC Gross-up Refunds ( ) ( ) ( )
21. Iutercst on gross-up collections, net of tax
22. Net CIAC Gross—up To Be Applied To Line (9) $ (1) $ (1) $ (1)

CIAC Gross-up Rate Used 59.566 ¢
(1}SEE ATTACHED SCHEDULES OF EXHIBIT "A" ATTACHED HERETO FOR ANALYSIS OF C.I.A.C. GROSS-UP

COLLECTED AND CALCULATED PROPOSED REFUND FOR THE YEAR ENDED DECEMBER 31, 1991.

(2) TAX RETURNS WILL BE MADE AVAILABLE FOR AUDIT IF REQUIRED.

{3)COPIES OF TARIFF PAGES REGARDING GROSS-UP ARE ATTACHED HERETO AS EXHIBIT "B".

(4)DUE TO COMPANY'S WEAKENING FINANCIAL POSITION, WE HEREBY REQUEST PERMISSICN TC CHANGE
THE PROPOSED REFUND AND ACCRUED INTEREST TC C.I.A.C. RATHER THAN MAKING A CASH REFUND.




EXHIBIT "A"
PAGE 1 OF 9
ORTEGA UTILITY COMPARY

Schedule of Tax on CIAC and Proposed HRefund
1991

For the Taxable Year Ended December 31,
(Unaudited)

Total taxable CIAC (Sch.No.2)

Less: First Year's Depreciation on CIAC (Sch.No.5)
Net Taxable CIAC

Above the Line N.0O.L. carry Forward

Add above the line taxable income (loss)
before CIAC (Sch.No.2) (3)

Taxable CIAC Plus Above Line Taxable Income (loss)
Net taxable CIAC

Effective state and federal tax rate

Total tax on CIAC before credits

Less: Investment Tax Credit

Net Income tax on CIAC
Less: CIAC gross-up (Sch.No.2) .
Interest on gross-up, net of tax (note 1)

Total

Proposed Refund

1991

15,647.99
362.39

15,285.60

0.00

87,361.05

102,646.65

15,285.60
26.01

3,975.78
0.00

3’975078
5,757.63
167.60

1,949.45

L rrr s
b2 == =

Note: {1) Interest Net of tax was calculated as follows:

Interest earned on gross-up (Sch.No.2)
Effective Tax Rate

Tax on Interest
Total Interest per Above

Net Interest

1991

226.52
.2601

58.92
226.52



EXHIBIT "aA"
PAGE 2 OF 9
ORTEGA UTILITY COMPANY
Above and below the line taxable income (loss)
For the Taxable Year Ended December 31, 1991

(Unaudited)
Above the line taxable income (loss) 1991
Gross receipts/sales 919,261.00
Deductions:
Interest expense(Sch 3- 1of 5) 97,928.46
Depreciation(Sch 3- 2 of 5) 92,996.48
Operations(Sch 3- 4 of 5) 313,691.15
Cther deductions(Sch 3- 5 of B5) 332,860.36
837,476.45
Other Taxable Income:
Meter Fees 5,576.50
Gain on Disposition of Utility Property 0.00
Taxable income (loss) before CIAC 87,361.05
CIAC:
Taxable CIAC other than meters(Sch %) 9,663.84
CIAC gross-up 5,757.63
Interest on CIAC gross-up to 12/31 of ¥Yr. received 226.52
15,647.99
Above the line taxable income(loss)
Before first year's depreciation deduction 103,009.04
Below_the line taxable income {loss)
Income:
Interest/dividends 14,448.33
Other- Subcontract Revenue Assoc. Co. 0.00
109 Public Service Revenue 0.00
Rents 3,900.00
State Sales tax collections & Misec. 5.88
Reimburse 1990 Expenses 7,260.82
Total non jurisdictional income 25,615.03
Deductions:
Interest(Seh 3- 1 of 5) 80,123.28
Depreciation(Sch 3- 2 of 5) 75,258.97
Other - Operations(Sch 3- 4 of 5) 100,580.10
Other - Other Deductions(Sch 3« 5§ of 5) 49,645.13
Total non jurisdictional expenses 305,607.48
Below the line taxable income (loss) (279,992.45)
Total taxable income (loss) (Line 28) {176,983.41)




EXHIBIT "A"
PAGE 3 OF §
ORTEGA UTILITY COMPANY
Above and Below the Line Tax Expenses - Detail

{Unaudited)

1. Interest Expense 1991
Total long term debt 1,252,441 .12
Capital stock 589,000.00
Earned Surplus 364,350 . 45%
Total Debt and Capital 2,235,800.57
Total rate base 2,005,842.29

Less: Plant investment in 19287 and later to
benefit 1987 Test Yr. Customers which was

disallowed in Rate Case (Sch. ¥o.3, 3 of S) T774,973.00
Less: Customer deposits N/A
Rate base related to long term debt 1,230,869.29
Debt in excesas of rate base 1,004,931,28
Percent of excess debt 0.4F
Total tax interest expense 175,757.00
Amortization of debt cost 2,294.74
Less: interest on customer deposits N/A
Interest on long term debt 178,051.74
¥ debt & capital in excess of rate base from above 0.45
Below the line interest expense 80,123.28
Sumnmary
Above the line interest, long term debt 97,928.46
Interest on customer deposits N/A
Total above the line interest 97,928.46
Below the line interest, long term debt 80,123.28
Total interest expense per return 178,051.74%
Interest per annual report 164,802.32
Interest Allowed by I.R.S. but not F.P.S.C. 10,954.68
FNet tax interest 175,757.00
#pctual earned surplus (deficit) per Annual Rpt. (204,086.65)
Note:For above presentation, losses were not ==2s=cc=z===ss===
offset against earned surplus as it would
distort actual excess debt in system that Sceh.No.3

supports losses incurred to date. Page 1 of &




2(a).

(b).

EXHIBIT "Av®
PAGE 4 OF 9
ORTEGA UTILITY COMPANY
Above and Below the Line Tax Expenses
(Unaudited)

Components of depreciation

Plant depreciation

Depreciation on current year CIAC
collections -See Sch. 5

Depreciation on prior years CIAC
collections -See Sch. 5

Total depreciation (line 21b, 1120)

Above_and below the line depreciation

Above the line:
Plant depreciation
Plant used and useful

Depreciation on Plant Used & Useful
Less:
Tax Depreciation on plant placed in service
subsequent to 12/31/87 Rate Case to meet
regulatory requirements for service to
existing customers which was disallowed by
F.P.S.C. {(See Sch.3, 3 of 5)
Subtotal
First year's depreciation on taxable CIAC
Total above the line depreciation
Below the line:
Non Jjurisdictional deprec. deducted above

Depreciation on prior years CIAC ccllections

Total below the line depreciation

Total depreciation

1991
137,802.09
362.39
30,090.97

168,255.45

137,802.09
100%

137,802.09

45,168.00

92,634.09
362.39

92,996.48

k5,168.00
30,090.97

75,258.97

168,255.45

Sceh. No.3
Page 2 of 5



EXHIBIT "A"
PAGE 5 OF 9
ORTEGA UTILITY COMFANY
Above and Below the Line Tax Expenses
{Unaudited)
2.
Note:

Continued

Depreciation on prior years CIAC has been classified below the line

since the benefit of such depreciation will be returned to the rate payers

threugh the normalization process.

Depreciation on Utility Plant for portion added since 12/31/87
Year} that Commission Disallowed as a Proforma:

C.W.I.P. at 12/31/87 {Rate Case .
Test Year) no depreciation allewed 171,572.001
Disallowed because of reduction to
average balances 140,966.00) 312,538.00 -1987
1938 plant additionas that we in-
cluded in Proformas to serve ex-
isting customers in 1987 Rate Case
which was disallowed in Rate Case 13,074.00 325,612.00 -1988
Subtotal 1988 325,612.00
1989 plant additions that were included
in proforma to serve existing customers
in 1987 Rate Case which was disallowed
in Rate Case 338,045.00 £63,657.00 -1989
1990 plant additicns that were included
in proforma to serve existing customers
which was disallowed in Rate Case 0.00 663,657.00 -1990
1991 plant additions that were included
in proforma to serve existing customers
which was disallowed in Rate Case* 111,316.00 T774,973.00 -1991
Total 774,973.00
cCost 1988 1989 1990
1988 Plant Additions 2325,612.00 12,210.00 23.506.00 21,741.00
1989 Plant Additions 338,045.00 0.00 12,677.00 24,403.00
1990 Plant Additions 0.00 0.00 0.00 0.00
1991 Plant Additions 11,316.00 0.00 0.00 0.00
774,973.00 12,210.00 36,183.00 46,144.00
Accum. Deprec. 139,705.00
Net 635,268.00
*Total capital expenditures applicable to 1987
included in Limited Proceeding-filed end of 1991 (1) T774,973.00

Less: Amount accounted for on prior dgross-up report
Additions included for 1991 111,316.00
- (1)Limited proceeding applied directly to those

items disallowed in prior Rate Case.

663.657.00

{(Rate Case

1951
20,113.00
20,881.00

0.00

_4.174.00
45,168.00

Total
77,.570.00
57,961.00

0.00
4,174.00

132,705.00

Sch. Neo.3
Page 3 of &



EXHIBIT "A"
PAGE 6 OF 9
ORTEGA UTILITY COMPANY
Above and Below the Line Expenses

Operation Expenses (line 12-25,
1120 less interest depreciation)

Detail Expenses as filed:
Compensation of Officers
Salaries and Wages
Repairs & Maintenance

Bad Debts

Rents

Taxes - State Income & Excise Tax
Taxes - Other
Contributions

Advertising

Pension & Profit Sharing
Employee Benefit Progranms

Subtotal

Less Items above reclassed as

Below Line Items:

(1) Salaries not covered by rates based
on 12/31/87 Rate Case Year

(2) Taxes & other misc. originally
classed below line

(3) Rental Cost Increases not covered by
rates based on 12/31/87 Rate Case Year

(4) Employee Benefits not covered by rates
based on 12/31/87 Rate Case

(5) State Income & Emergency Excise Tax

Subtotal Non Jurisdictional Operation Expenses

dJurisdictional Operation Expenses

1991

82,416.45
166,138.62
0.00

4,259.83

(1) 15,530.46
0.00
134,687.41
0.00

0.00

0.00
(2)_11,238.48

414,271.25

65,080.07
11,304.94
(1) 12,956.61

(2) 11,238.48
0.00

100,580.10

313,691.15

- e wr wr m om-
ZEEZ=======

Sch. No.3
Page &4 of 5
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EXHIBIT "A"
PAGE 7 OF 9
ORTEGA UTILITY COMPANY

Above and Below the Line Expenses

Detail of Other Deductions as filed:

Management Services

Diesel & Propane

Electricity

Labor

Chemicals

Supplies O & M

Supplies - 0Office

Contract Services - Engineering
Contract Services - Other
Contract Services - Accounting & Legal
Insurance

Miscellaneous Expenses

Regulatory Commission Expense
Transportation Expense

Purchased Sewage Treatment

10% Public Service Tax
Amortization of Debt Expense
Amortization of Rate Case Expense
Subtotal

Less: Items Above Reclassed:

(1)
(2}
(3)
(%)

(5)

Misc. Expense origlnally classed
below line

Amortization of debt cost
Reclassified to interest

Portion of purchased sewage treatment
disallowed in last Rate Case
Litigation Exp. for territory dispute
& other that exceeded cost allowed in
Rate Case

Increase accounting cost not provided

for in last Rate Case., Request made/denied
Subtotal -non Jjurisdictional other deductions

including reclassifications

Jurisdictional other deductions

Jurisdictional other deductions from above
including reclassifications

Less:

Non jurisdictional other deductions

Debt expense reclassified as in interest

1991
0.00
3,665.89
107, 882.05
0.00
19,675.77
17,615.61
10,996.33
411.66
85,156.69

(1) 18,891.16

38,541.00
9,668.48
0.00
10,125.13

(2) 35,105.80

0.00

(2) 2,294.74

24,769.92
384,800.23

4,674.97

(3) 2,294.74
(2) 33,336.00

(1) 4,370.91
(1)_7.263.25

332,860.36

- e e
—EmEmmERE L E ==

51,939.87
2,294.74

49,645.13

- S A o ow mwm
S —-E-R—

Seh. No.3
Page 5 of 5



EXHIBIT mAn
PAGE 8 OF ¢
ORTEGA UTILITY COMPANY
CIAC RECAP
Taxable CIAC

Meters:

Taxable CIAC -Gross-up Collected
Taxable CIAC -Gross-up Not Collected

Taxable CIAC other than meters

Total Taxable

Non-Taxable CIAC

Tsf. from Advances for Construction

Total

Total CIAC

Note: Advances for Construction balance 12/31/91

5,576.50

9,663.84

0.00

9,663.84

15,240.34

~1,950.00
1,950.00

o
-

Sch. No.l



EXHIBIT "A"
PAGE 9 OF 9
ORTEGA UTILITY COMPANY

Schedule of Depreciation on Taxable CIAC

CIAC
Year Amount 1987 1988
1987 €7,437.64 2.528.91 4,868.32
1988 41,3B6.68 1,552.00
1988 260,259.62
1990 87.,328.81
1991 9.,663.84

Current Year .
Depreciation 2,528.91 1,552.00

Prior Year
Depreciatien 0.00 4,868,322

Depreciation Rates {20 year property):

Year Rate

L0375
-07219
-06677
06177
.05713
.05285
-04E88
-04522
-20 04461
1 .02231

[SRY RS N T I P VI g

19282
4,502.81

2.987.70

9,759.74

9,759.74

7.490.51

1930
4,165.62
2,763.39

18,788.14

3,274.83

3,274.83

23,717.15

1991
3,852.71

2,596.46

17,377.53
6,304.27

362.39

362.23%9

30,090.97

1992
3,296.35
2,364.42

16.076.24
5.830.74

697.63

1593
3,049.53
2,022.98

14,868.63
5,3%4.30

645.25

Sch. No.5



ORTEGA UTILITY COMPANY e

6957 LILLIAN ROAD

JACKSONVILLE, FLORIDA 32211
June 3, 1991

PHONE 904 / 7254616

CERTIFIED MAIL RECEIPT NO. P 845 209 531

RETURN RECETPT REQUESTED

Ms. Ann P. Causseaux, Chief of Tax
Flcrida Public Service Commission
101 East Gaines Street
Tallahassee, Florida 32399-0865

Re: Report required by Order No. 16971 - Status of Gress-Up for
Tax Effect of Contributions in Aid of Construction for the
vyear ended December 31, 1990.

Dear Ms. Causseaux:

We are enclosing herewith the above referenced report
covering the year ended December 31, 1990.

Questions pertaining to this filing can be directed to
either myself or Ray O. Avery, Diversified Utility Services, Inc.
767 Blanding Boulewvard, Suite 106, Orange Park, Florida 32065.

Please advise if you have any questions in this regard.

Very truly yours,
ORTEGA UTILITY COMPANY

//f—

Alan_W Potter. Sr.
President

AWP:ROA/cr
Enclosure




FLORIDA PUBLIC SERVICE COMMISSION
NOTICE

' March 16, 1991

'TO: Ortega Utility Company
Encon Building, Suite 3
6957 Lillian Road
Jacksonville, Florida 32211-5850
FROM: ANN UX, DIVISION OF AUDITING & FINANCIAL ANALYSIS

RE : 1990 REPORT ON THE GROSS-UP OF CONTRIBUTIONS IN AID OF CONSTRUCTION

Our records indicate that you obtained the permission of this Commission to
gross-up contributions in aid of construction. Order No. 16971 states that, for
years when you have permission to gross-up, you are to file a report with this
Commission after the filing of your tax return. That report is to contain:

(1) the amount of contributions in aid of construction collected during
the year;

(2) the amount of gross-up collected during the year;

(3) the interest earned on the gross-up; and

(4) the net tax Lliability for the year direccly related to the
collection of the contributions and the gross-up.

According to our files you must submit the above information for the year(s) 1990
ONLY. Please send the information to the following address ON OR BEFORE JUNE 3,
1991.

Ann P. Causseaux, Chief of Tax
Florida Public Service Commission
101 E. Gaines Street

Tallahassee, FL 32399

An extension of the 1990 due date may be obtained by stating reason for request
in writing tc:

Connie McCaskill

Florida Public Service Commission

101 E. Gaines Street

Tallahassee, FL 32399

This report is a public document under the statutes. Requests for confidential
treatment must be made in accordance with the provisions of Rule 25-22.006,
F.A.C., Confidential Information.

If I or my staff can be of further help to you please call me, Rhonda Hicks, Jane
Brand or Susan Howard at: (904) 488-8147,

! /L. / Wy
- / - - £ 4L ; -
Dated this 313 day of_/Jf.. . 1999 _&/fr /,/%ﬁ;/ % ,/f)// X

/ Compdny 0fficial & Title

AC/sh
Attachment




CIAC REPORT

FOR TAX RETURN YEAR ENDED _December 31 =~ ;990
COMPANY: Ortega Utility COmpany
TOTAL NON
COMPANY JURISDICTIONAL JURISDICTTIONAL
1. Total CIAC s S 5
2. Towal Connection Fees ( Y ( ) ( )
3. Total Installation Fees ( ) ( )« )
4. Total Prepaid Conncction Fees {not in (2)} ( Y« ) | )
5. Total Tap-in Fees ( Y« }
6. Total Jack & Bore Fees ( ) ( ) ( )
7. CIAC Taxable Because of Ameadment to Section 118 3 3 S
8. Depreciation on (7) ( ) ( ) ( )
9. Taxable Income Effect of (7) s $ 3
10. Form 1120, Line 11 s $ b
11, LESS: Form 1120, Linc 27 ( ) ( ) ( )
12. Form 1120, Linc 23 $ 3 S
13. LESS: Form 1120, Line 29a ( ) « ) )
14. LESS: Form 1120, Line 29 ' ( ) ( ) ( )
15. Form 1120, Line 30 $ $ s |
16. LESS: Net CIAC Taxzhle Because of TRA '86 (from Line (9)) ( Yy ( ) ( )
17. PLUS(LESS): Other CIAC Effects of TRA ‘86 (attached)
18. Adjusted Form 1120, Line 30 ] S s S
Current Combined Federal & State Tax Rate b 4
9. CIAC Gross-up Collections s ) 3
20. CIAC Gross-up Refunds ( ) ( ) ( )
21. Intcrest on gross-ap collections, net of tax
22. Net CIAC Gross-up To Be Applied To Line () $ (1) s (1) $ (1)

CIAC Gross-up Rate Used 59 _SE6EF

(1) See attached Schedules of Exhibit "A" attached hereto for analysis of C.I.A.C. Gross—U
collected and calculated proposed refimd for the year ended December 31, 1990.

(2) Taxretmuswillbenadaavaﬂableforauditi.freq:ﬁred.

(3) Copies of Tariff pages regarding Gross—Up are attached hereto as Exhibit "B".




Total taxable CIAC (Schedule No. 2}

Less: First Yaar's Deprecistion on CIAC

(Schedule No. 5)
Net Taxable €IAC

Above the Line N.0.L. Carry Forverd

Less: above the line taxable income [loss)

before CIAC (Schedule No, 2) (3)
turrent Year Income (Loss) plus N.0.L.
Taxable CIAC Plus Above Line Taxable

Income (Loss)

Net taxable CIAC

Effective state and federal tax rate

Total tax on CIAC before credits

Less: Investment Tax Credit

Net income tax on CIAC

Less: CIAC gross-up (Schedule No. 2)
Interest on gross-up, net of

tar (Note 1)

Total

Proposed fefund

Note: (1} Interest Net of tax was calculated as follows:

Interest earned on gross-up

(Schedule No. 2}
Effactive tax rate

Tax on interest
Total intersst par above

Net interest

EXHIBIT "A"
Page 1 of 9

Ortega Utility Company

Schedule of Tax on CIAC and Proposed Refund
For the Taxable Year Ended December 31, 1990

(Unaudited)

1990

e e -

115,357.80
3,274.83

112,082.97

0.00

170,416.67

170,416.67

282,499.64

112,082.97
0.3834

40,730.95
.00

40,730.95
2%,828.01

764,54

o e e b

(13,138.40]

Schedule No. 1




EXHIBIT "A"
Page 2 of 9

Ortega Utility Campany
Above and Below the Line Taxable Incame ({Loss)
For the Taxable Year Ended December 31, 1990

{(Unaudited)
Above the line taxable incone (loss) 19%0
Gross receipts/sales 966,212.77
Daductions:
Interest expense 119,409.48
Depreciation 186,531.28
Operations 325,172.99
Other deductions . 298,211.25
249,325.00
Gther Taxable Income:
Heter Fees 6,677.66
Gain on Disposition of UEility
Property i £6,851.24
Taxable income {loss} before CIAC 170,416.67
CIAC:
Taxable CIAC Other Than Meters 87,328.81
CIAC gross-up 26,828.01
Interest on CIAC gross-up to 12/31 of
Year Received 1,200.98
115,357.80
Above the line taxable incowe {loss) : 285, 774.47
Below the Line taxable income (loss)
Income:
Interest/dividends 2,346.30
Other - Subcontract Revenue Assoc, Co, 0.06
- 10% Public¢ Service Revenue 50,44
- Rents 2,932.26
- State Sales Tax Collections & Misc. 27.92
- Reimburse 1988 Expanses 1,615.86
Total Non Jurisdictional Incoms 6,972.78
Deductions:
Interast 101,719.18
Depreciation 71,861.15
Other - Operations 36,342.12
Other - Other Deductions 71,817.86
Total Non Jurisdictional Expenses 281,740.31
Below the line taxable income [loss) (274,767.53)
Total taxable income (loss) (Line 28) 11,006.9

Schedule No, 2




Above and Below the Line Tax Expenses - Detail

EXHIBIT "A"“
Page 3 of 9

Ortega Utility Campany

(Unaudited)
1990
Interest expense
Total Long tera debt 1,110,529, 64
589,000.00

Capital Stock

394,359.45 *

Earned Surplus

Total Debt & Capital 2,093,889.09
Total rate base 1,798,085.76
Less: Plant Investment in 1987 and later

to benefit 1987 Test Year Customers

Which was Disalloved in Rate Case

{Schedule No. 3, 3 of 5) 663,657.00
Less: customer deposits NIA

Rate base related to long term debt

1,134,428.76

Debt in excess of rate bass 959,460.33
Percent of excess debt 0.46
Total tax interest expense 218,083.10
Amortization of Debt Cost 3,045.56
Less: intersst on customer deposits A
Interast on long term debt 221,128.66
Percent debt & capital in excess of 0.46
rate base fromabove e _—
Below the line interest expense 101,719.18
Sugmary
Above the line interest, long tern debt 119,409.48
Interest on customer deposits N/A
Tetal above the line interest 119,409.48
Below the line interest, long term debt 101,719.13
Total interest expense per return 221,128,656
Interest Per Aprual Report 153,429.05
Interest (not Allowed)/alloved by L.R.S. 64,654.05
vs F.P.S.C. e
Net Tax Interest 218,083.10
* - Actual Farned Surplus (deficit) per Anmual Report (110,490.48)
Note: For above presentation losses were not offset zzzzzsz=====z
against earned surplus as it would distort
actual excess debt in systam that supports Schedule No. 3

Pana 1 af §
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EXHIBIT "A"
Page 4 of 9

Ortega Utility Company
Above and Below the Line Tax Expenses

(Unaudited)
1990
2 (a). Components of depreciation

Plant depreciation 149,400.45
Depreciation on current year CIAC

collections 3,276.83
Depreciation on prior years CIAC

collections 25,117.15
Total depreciation (line 21b, 1120} _ 178,392.43

(b}. Above and below the tine depreciation

Above the line:

Plant deprsciation 149,400.45
Plant used and useful 100%

Depreciation on Plant Used & Usaful 149,400,645
L ess:

Tax Depreciation on Plant Placed in

Service Subsecuent to 12/31/87 Rate

Case to Meet Requlatory Requirements

for Service to Existing Customers

Which Was Disallowed by F.P.5.C.

(See Schedule 3, 3 of §) 46,146.00
Subtotal 103,256.45
First year's depreciation on Taxable CIAC 3,274.83

Total above the line depreciation 106,531.28

Below the line:

Non Jurisdictional Depreciation
Deducted Above £6,144.00
Depreciation on prior years CIAC
collections 25,717.18
Total belov the line depreciation 71,861.15
Total depreciation 178,392.43
Schedule No, 3

Page 2 of 5




2. Continued

EXHIBIT "A"
Page 5 of 9

Ortega Utility Company
Above and Below the Line Tax Expenses
(Unaudited)

Note: Depreciation on prior years CIAC has been classitied below the line since the benefit
of such depreciation will be returned to the rate payers through the normalization process.

Depreciation on Utility Plant for Portion added Since 12/31/87 (Rate
that Comkission Disallowed as a Proforpa:
C.W.I.P. at 12/31/87 (Rate Case Test Year) no depreciation allowed
Disalloved because of reduction to Average Balances
1988 Plant Additions that we included in Proforma’s to
Serve Existing Customers in 1987 Rate Case Which was disallowed
in Rate Case

Subtotal 1988

1989 Plant Additions that were included in Proforme
to Serve Existing Customers in 1987 Rate Case Which
vas Disallowed in Rate Case

1990 Plant Additions that were included in Proforma
to Serve Existing Customers in 1987 Rate Case Which
was Disallowed in Rate Case

Total

Tax Depreciation for Items not Provided for in Rate Case

Cost
1988 Flant Additions 325,612.00
1989 Plant Additions 338,045.00
1990 Plant Additions 0.00
663,657.00

Case Year)

171,572.00 )
140,966.00 }  312,538.00 - 1987

13,074.00 325,612.00 - 1988

325,612.00

338,045.00 663,657.00 - 1989

0.00 0.00

663,657.00 663,657.00 - 19%0

------- =====2

1988 1989 1990
12,210.00 23,506.00 21,768.00
0.00 12,677.00 24,403.00
0.00 0.00 0.00
12,210.00 36,183.00 46,144.00
Schedule No, 3
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3. Operation Expenses (line 12 through 25,
1120

Detail expenses as filed:

Compensation of Officers
Salaries and Wages
Repairs & Maintenance

Bad Debts

Rents

Taxes - State Income & Excise Tax
Taxes - Other
Contributions
Advertising

Pension & Profit Sharing
Employee Benefit Prograss

Subtotal

tess Items above Reclassed as Below
line itenms:

{1) License & Expenses Originally
Classed Below Line

(2) Rental Cost Increases hot Covered
by Rates, 12/31/87 is Rate Case
Year :

{(3) Employee Benefits Not Covered by
Rates Based on 12/31/87 Rate Case

(4) state Income % Emergency Excise Tax

Subtotal Non Jurisdictional Operation
Expenses

Jurisdictional Operation Expenses

EXBIBIT "A"
Page 6 of 9

Ortega Utility Company
Above and Below the Line Expenses

70,152.42
138,300.91
0.00
2,902.73
15,045.20
1,463,38
111,243,068
0.00

0.00

0.00
22,406.39

361,515. it

12,472.35

2,i06.39
1,463.38

Schedule No. 3
Page & of 5




Detail of Other Deductions as filed:

Management Services

Diesel & Propane

Electricity

Labor

Chemicals

Supplies 0 & N

Supplies - Office

Contract Services - secretarial &
operations

Contract Services - Accounting & legal

Insurance

Miscellaneous expenses

Reguiatory Commission expense

Trensportation expense

Purchased sewage treatment

10% Public Service Tax

Amortization of Dabt Expense

Amortization of Rate Case Expense

Subtotal

Less: Items Above Reclassed:

(1}
{2)
(3)
{6)
()

{6}

(8)

Expenses Associated with Below Line
Subcontract Reverue (Revenue/1.15)

EXHIBIT "A"
Page 7 of 9

Ortega Utility Company
Above and Below the Line ExXpenses

1990
0.00
2,668.44
97,116,427
0.00
12,960.89
18,815.99
10,655.20

85,635.91
16,413.95
25,680.77
8,747.22
0.00
16,730.2¢
55,833.51
0.00
3,045.5
24,765.92

373,024.67

0.00

Amortization of Debt Cost Reclassified

to Interest

10% Public Service Tax Associated
vith Below Line Revenue

Portion of Purchased Sevage Treatment
Disallowed in Last Rate Case

Expenses Associated with Below Line
Revenue for 1989 Reimbursement
of 1988 Expenses

Litigation Expense for Territory
Dispute & Other that Exceeded Cost
Alloved in Rate Case

Increase Accounting Cost Not Provided
for in Last Rate Case. Request
Was Made But Denied.

Miscellaneous 0 & M & Wage Costs
in excess of those coveed by
jurisdictional rates

Subtotal-Non Jurisdictional Other
Deductions

Jurisdictional Other Deductions

Non

Jurisdictional Other Deductions
from above

Less: Debt Expense reclassified as

Non

in interest

Jurisdictional Other Deductions

3,085.56
0.00

54,064.00
1,615.86
5,678.00

10,460.00

3,045.56

71,817.8

Schedule No. 3
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Taxable CIAC

Taxable CIAC - Gross-Up Collectad
Adjustment ¥2

Adj. Tax CIAC - Gross-Up Collected
Taxable CIAC - Gross-Up Not Collected
Taxable CIAC Other Than Meters

Total Taxable

Non-Taxable CIAC

Collected Prior to 12/31/86

Reieb. from K.S.C. applicable to 12/31/86

Adj. for Rate Case Audit
Adj. for Rete Case Audit
Tsf. from Advances for Construction

Total

Total CIAC

Note: - Advances for Construction

EXHIBIT “A"
Page 8 of 9

Ortega Utility Company
CIAC Recap

6,677.66

45,287.76
0.00

45,287.76
87,328.81

94,006.47

Schedule No. 4




EXHIBIT "A"

Page 9 of 9
Ortega Utility Company
Schedule of Depreciation on Taxable CIAC
. CLaC

Year Amount 1987 1988 1989 1990 191 1992 1993
1987 67,437.66  2,528.91 4,868.32 4,502.81  4,165.62  3,852.71  3,296.35  3,049.53
1938 41,386.68 1,552.00 2,987.70  2,763.39  2,556.46  2,364.82  2,022.98
1989 260,259.62 9,759.74 18,788.14 12,377.53 16,076.26 14,868.83
1990 87,328.81 3,276.83  6,304.27 5,830.7¢ 5,3%.3
Current Year
Depreciation 2,528.91  1,552.00 9,759.7¢  3,274.83
Prior Year
Depreciation G.00 4,868.32 7,490.51 25,717.15

Schedule No, §




EXHIBIT "B"
Page 1 of 2

SECOND REYISED SHEET NO. 20.0
Cancels Ffrst Revised Sheet No. 20.0

ORTEGA UTILITY COMPANY
Water Division

TAX IMPACT OF CIAC

Prior to the Congressfonal Tax Reform Act of 1986, Section 118(b) of
the Internal Revenue Code provided for the exclusion of certain types of
Contributions In Aid Of Constructfon (CIAC) from the taxable fncome of a
corporate utility. Such amounts were, therefore, tax exempt.

However, pursuant to the Congressional Tax Reform Act of 1986, Sectfon
118(b) was amended to reclassify CIAC (both cash and property) as a taxabie
source of revenue, effect{ve January 1, 1987. The net result of this actfion
1s that a utility which is a corporatfon must now pay Tncome tax on the CIAC
1t collects. :

Since the amount c;»f this additional tax 1iabil{ty {s directly
attributable to the contributors (developers, builcers, etc.) of the CIAC, the
utility {s authorized to collect this amount from those contributors.

Therefore, 1n accordance with Order No. 16971 {ssued on December 18,
1986 1n Docket No. 860184-PU, this Commissfon adopted and approved specific
guidel{nes for a utiiity to administer fn the calculatfon, collection, and
reporting of CIAC tax Tfabil1t1es as follows:

i) On and after January 1, 1987, utilities may collect from
developers and others who convey cash and/or property to a utility as CIAC, an
amount equal to the tax impact of the CIAC.

2) The tax 1m§act amount to be collected shall be determined using
the following forwmula:

TAX IMPACT = R x (F +p)

-a) R = Applicable marginal rate.of Federal and State
Corporate Income Tax, {f one 1s payable, on the value of
contributions whith must be {ncluded in taxable {ncome of the
utility. R shall be determined as follows:
R = ST + FT (1-5T74.
ST = App]icab]e marginal rate of State Corporate Income Tax.
FT = Applicable marginal rate of Federa) Corporate Income
Tax.

Alan W. Potter, Presfident

EFFECTIVE DATE: Fay 18, 1988




EXHIBIT "B"
Page 2 of 2

SECOND REVISED SHEET NO. 21.0
Cancels First Revised Sheet No. 21.0

CRTEGA UTILITY COMPANY
Water Division

b) F = Dollar amount of charges pafd to a utflity as
contributions {n aid of construction which must be included in
taxahle income of the utf{}ity, and which had been previously
excluded fn taxable income pursuant to Section 118(b} of the

Internal Revenue Code.

c) P = Dcllar amount of property conveyed to utility which
must be fncluded in taxable income of the utility, and which had
been previously excluded fn taxable {ncome pursuant to Sectfon
118(b) of the Internal Revenue Code.

3) The CIAC tax impact amounts, as determined {n Paragraph (2],
shall be depos{ted as received into a fully funded interest bearing escrow
account, heref{nafter referred to as the "CIAC Tax Impact Account". Monies 1in
the CIAC Tax Impact Account may be withdrawn perjodically for the purpose of
paying that portion of the estimated Federal and State income tax expense
which {s directly attributable to the CIAC conveyed to the utility. Annually,
following the preparation and filing of the utility's annual Federal and State
income tax returns, & determination shall be made by the Commissfon as to the
actual Federal and State fncome tax expense that {s directly attributable to
the receipt of CIAC. CIAC tex {mpact monfes received during the tax year that
are in excess of the actual amount of CIAC tax expense, Including interest
earned on such excess monies, shall be refunded on a pro rata bas{s to the
contributors of the CIAC, The utflity shall maintain adequate records to
account for the recefpt, deposit, and withdrawal of monfes fn the CIAC Tax
Impact escrow account. A detafled statement of the CIAC Tax Impact Account,
including the annual determinatfon of actual tax expense attributable to the
receipt of CIAC, shal) be submitted as a part of the utility‘s annuval report.
The util{ty shall submft a1l {nformation {n accordance with the requfrements
established by the Commission.

4) " The amount:of CIAC tax {mpact monfes collected by a utility
shall not be treated as CIAC for ratemaking purposes.

A1l developer agreements {n which CIAC tax monfes are required shall
indicate the amount of such monies separately from any other CIAC amounts
required, as well as the Tax Impact formula ut{lizing the appropriate values.
The agreement should also contain an explanation of the charge for the benefft
of the contributor. '

Alan ¥W. Potter, President

EFFECTIVE DATE: Hay 18, 1988
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RECEIVED
FLORIDA FUBLIC SERICS
ORTEGA UTILITY COMPANY ' FORIBATULLIC SCRviCs
6957 LILLIAN ROAD - SUITE NO. 5 -
JACKSONVILLE, FLORIDA 32211 QT JAN -7 AH I 51
PHONE 904 / 725-4616 AULITING &

FIMARCIAL ANALYSIS DV
December 31, 1990

{
+
CERTIFIED MAIL NO. P 382 878 304 \) b})-f/
RETURN RECEIPT REQUESTED Q

Ms. Ann P. Causseaux, Chief of Tax
Florida Public Service Commission

101 East Gaines Street

Tallahassee, Florida 32399-0865

Re: Report required by Order HNo. 16971 - Status of Gross-Up for Tax
Effect of Contributions in Aid of Construction for the years
1987, 1988, and 1989.

Dear Ms. Causseaux:

We are enclosing herewith the above referenced report covering
the years indicated.

Questions pertaining to this filing can be directed to either
myself or Ray O. Avery, Diversified Utility Services, Inc. 767
Blanding Boulevard, Suite 106, Orange Park, Florida 32065.

Please advise if you have any questions in this regard.

Very truly yours,
ORTEGA UTILITY COMPANY

Potter, Sr.
Priesident

AWP:ROA/am
Enclosure

ORIGINAL FILE COPY
AFAD TAX BUREAU




NOTICE
April 6, 1990

WS182 WS 16 : )
ORTEGA UTILITY COMPANY This Report covers 1987, 1988 & 198
ENCON BUILDING, SUITE 3

6957 LILLIAN ROAD.

JACKSONVILLE, FL 32211-5850

TO -

FROM: TIM DEVLIN, DIRECTOR, DIVISION OF AUDITING AND FINANCIAL ANALYSIS // .

RE :  REPORT REQUIRED BY ORDER NO. 16971—STATUS OF GROSS UP FOR TAX EFFECT
OF CONTRIBUTIONS IN AID OF CONSTRUCTION

Order No. 16971 required utilities who have requested and obtained approval to gross up the tax effect of
CIAC to submit the following information:

(1) & detailed statement of the CIAC tax impact accoual;

(2) signed copies of the utility"s Federal and State income tax returns or complete the attached
CIAC report (provided signed copies of your tax return arc available to staff upon request
for review and sudit); and

(3) workpapers which show the tréstmeat of CIAC on the tax refuros.
In addjtion, please provide copies of tariff pages regarding gross up.

Please send the above information to the following address: ,
Ann P. Causseaux, Chief of Tax .
Florida Public Service Commission
101 E. Gaines Street
Tallahassee, FL 32399-0865

If the above information was not submitted for tax years 1987 and 1988, please submit the information for
those years at this time.

If you are pot currently grossing up for CIAC and bave pever grossed up, please check the box below
and sign and return this page ooly.

Facsimile copies do not satisfy the filing requirements.

The report js 2 public document under the ststutes. Requests for confidential treatment must be made in
accordance with the provisioas of Rule 25-22.006, F.A.C., Confideatial Information.

The report is due thirty (30) days afier Federal and State tax returns have been filed.

If you have sny questions, call Jane Brand, Rhonda Hicks, Susan Howard or Ann Caussecaux at (904) 488-8147.

|:]This utility docs pot gross up.

Datcd this 3)% day of Deo. . 1990 % % A %f[}f»/ ]

& Company Official & Tillc 7 :
TOD/sh
Attachicns




CIAC REPORT

FOR TAX RETURN YEAR ENDED Decenber .31 089, 88 & 87
COMPANY: Ortega Utility Company
TOTAL NON
COMPANY JURISDICTIONAL JURISDICTIONAL
I. Towal CIAC $ 3 h
2. Total Connection Fees ( ¢ } «( )
3. Total Installation Fees ( ) ( )« )
4. Total Prepaid Connection Fees (not in (2)) { Y ( )« )
5. Total Tap-in Fees ( ) (., Y ( )
6. Total Jack & Bore Fees ( ) ( Y ( )
7. CIAC Taxable Because of Amendment to Section 118 b s s
8. Depreciation on i ( ) { ) ( )
9. Taxable Income Effect of (7) $ $ $
10. Form 1120, Line 1 $ $ $
11. LESS: Form 1120, Line 27 { ) ( ) ( )
12. Form 1120, Line 28 $ $ 3
13. LESS: Form 1120, Line 292 ( ) ( ) ( )
14. LESS: Form 1120, Line 29b ( ) ( } ( )
15. Form 1120, Line 30 $ $ s
16. LESS: Net CIAC Taxable Because of TRA '86 (from Line (%)) ( ) ( ) ( )
17. PLUS(LESS): Other CIAC Effects of TRA '86 (attached)
18. Adjusted Form 1120, Liae 30 $ $ $
Current Combined Federal & State Tax Rate - 4
19. cIAC Gross-up Collections b $ $
20. CIAC Gross-up Refunds ( ) ( ) ( )
21. Iuterest on gross-up collections, pet of tax
22. Net CIAC Gross-up To Be Applied To Line (9)  § (1) $ (1) $ (1)

CIAC Gross-up Rate Used 2

(1) See attached Schedules of Exhibit"A"attached hereto for analysis of C.I.A.C. Gross-Up
collected and calculated proposed refund for the years 1987, 1988 & 1989.

(2) Tax returns will be made available for audit if required.
(3) Copies of Tariff pages regarding Gross-Up are attached hereto as Exhibit "B".
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Exhibit "A"
Page 1 of 9
Ortega Utility Company

Schedule of Tax on CIAC and Proposed Refund
For the Taxable Years Ended December 31, 1984 through 1989

(Unaudited)
1984 1985 1986 1987 1988 1989 Total
Total taxable CIAC (Schedule Ko, 2) 0.00 0.00 0.00 102,026. 24 61,800.43 418,978.48 582,805.12
Less: First Year's Depreciation on CIAC .00 0.00 0.00 2,528.91 1,552.00 9,759.74 13,840.65
(Schedule No. 5)
Net Taxable CIAC 0.00 0.00 0.90 99,497.30 60,248.43 409,218. 74 568,964,467
Above the Line N.0.L. Carry Forvard 0.00 99,497.10 l 60,248.43
Less: above the Line tarable income (loss) T e s T
before CIAC (Schedule Mo. 2) (3) 21,907.01 61,891.07 0.00 (0.18) {0.00) 138, 145.02 —
Current Year Incoms (Loss) plus N.O.L. 21,907.01 61,891.07 0.00 (0.15} 99,497.30 198, 393.45 té ~
Taxable CIAC Plus Above Line Taxable 0.00 0.00 0.00 99,497.30 60,248.43 651,502.19
Income (Loss) -
Net taxable CIAC 0.00 0.00 0.09 99,497.30 60,248.43 4069,218.74
Effective state and federal tax rate 0.3591 0.2048 0.3763
Total tax on CIAC before credits ! 36, 724,49 12,338.88 153,989.01 203,052.34
Less: Investment Tax Credit ($22,761.40 x 65%) // 1&.79&.91\\ 0.00 0.00 14,794.91
: \
Net income tax on CIAC \A@_y 12,338.88 153,989.01 188,257.43
Less: CIAC gross-up (Schedule No. 2) 34,468.67 20,195.3 154,120.9% 208, 760,95
Interest on gross-up, net of
tax (Note 1) 90.79 173.68 2,867.72 3,132.19
Proposed Refund 12,605,91 8,030.1¢ 2,999.65 23,635.71
Note: (1) Interest Mat of tax was calculsted as follows:
1984 1985 1986 1987 1988 1989
Interest earned on gross-up ’
(Schedule No. 2) 0.00 0.00 0.00 143,90 218.41 4,597.92
Effective tax rate 0.0000 0.0000 £.0000 0.3691 0.2048 0.3763
Tax on interest 0.00 0.00 0.00 3.1 4.73 1,730.20
Total intersst per above 0.00 6.00 0.00 143,90 218.41 ,597.92
Net interest 0.00 0.00 .00 €0.79 173.68 2,867.72

Schedule No. 1



Above the line taxable incose (loss)

Gross receipts/sales

Deductions:
Interest expense {Schedule Ho. 3)
Depreciation (Schedule No. 3)
Operations (Schedule o, 3)
Other deductions (Schedule Ho, 3)

Other Taxable Income:
Heter Fees (Schedule No. §)
Gain on Disposition of Utility
Property

Tarable income (loss) before CIAC

CIAC:
Taxable CIAC Other Then Meters (Sch. Mo. &)
CIAC gross-up (Schedule Mo, &)

Interest on CIAC gross-up to 12/31 of
Year Received

Above the line tarable income {loss)

Below the Line taxabie income [loss)

Income:
Interest/dividends
Other - Subcontract Revenue Assoc. Co.
- 10% Public Service Reverue
- Rents
- State Sales Tar Collections & Misc.
- Reimburse 1988 Expenses

Total Non hrisdictionsl Income
Deductions:
Intersst (Schedule No. 3)
Depreciation {Schedule No. 3}
Other - Operations [Schedule Mo, 3)
Other - Other Deductions (Schedule No.3)
Total Non Jurisdictional Expenses
Below the line tarable income (loss)

Total tassble incons {1oss) (Line 28)

Exhibit “A"

Ortega Utility Company

Page 2 Of 9  ghove and Below the Line Tarable Incose (Loss)
For the Taxable Years Ended Decesber 31, 1984 through 1989

{Unsudited)
198¢ 1985 1986 1987 1988 1989
351,253.72 394,863.67 456,310.64  437,636.73 533,780.93 *  849,649.62
3,553.93 12,903.10 £8,453.33 50,101.9 64,561.31 61,347.53
29,160.11 §6,358.41 104,716.31  120,815.59 109,885.13 106,503, 58
85,881.92  108,591.62 29,610.76  104,967.31 175,844.37 2],206.32
197,880.75  171,669.47 276,180.2%6  178,188.12 192,315.12 32, 782.17
317,461 339,522.60 458,760.66  §5,072.98 542,605.93 714,839,460
8,150.00 6,550.00 £,450.00 11,004.10 8,825.00 3,335.00
0.00 0.00 0.00 5,637.00 0.00 0.00
21,907.01 61,891.07 0.0 T (0.15) J (0.00}  138,145.02
0.00 0.00 0.00  67,637.66  &1,386.68 %  20,259.62
0.00 0.00 0.00  34,444.67 20,195.34 154,120, 9¢
0.00 0.00 0.00 143.90 218,41 §,597.92
0.00 0.00 0.00  102,026.21 61,800.43 418,978.48
21,907.0) 61,891.07 0.00  102,026.06 $1,800.43 557,123.50
1,142.67 1,043.67 878.77 0.00 222 0.00 ** 236,04 *2t
41,300.99 34,862.10 12,758.36 0.00 0.00 0.00
275.31 30486 302,52 12,%47.99 23,050.17 11,355.60
0.00 0.00 0.0 5,000.00 0.00 1,800,00
0.00 0.00 0.00 651.3¢ 14,507.46 1,371.70
0.00 0.00 0.00 0.00 0.00 9,906.27
£2,18.77 36,210.63 13,939.65 23,399.35 37,57.63 2, 669.61
£90.01 350.03 1,979.43 31,190.99 §6,164.30 67,518, 84
0.00 0.00 0.00 0.00 19,607.23 £3,673.51
1,175.40 3,23.33 §,071.15 0.00 3,916.15 36,021.02
35,914.00 33,958.00 60,145.46  192,807.99 123,216.5 97,89¢.13
37,579.41 17,581.3 66,146.00  723,998.92 240,902.22 245,107.50
5,139.3 (1,3720.73) {52,206.39)  (200,599.63)  (203,3¢4.59)  (220,437.89)
21,046.37 60,520.34 (52,206.39)  {98,573.57)  (141,544.16)  335,685.6]
Schedule Mo. 2

*-Proforna Adjustment made & Asended Annuel Report Pages in Process.
13 -toved Portion of Accrued Interest Income Above Line that hpplied to

—r—itiees Calearlatad Toatarest in Peccs o Bacad oo



Exhibit "A"
Page 3 of 9
Ortega Utility Company
Above and Below the Line Tax Expenses - Detail

(Unaudited)
1984 1985 1986 1987 1988 1989
1. Interest expense
Total Long tere debt 80,220.19 226,377.94 7155,062.46  1,166,191.43  1,537,876.42 1,664,095.17
Capital Stock 100,000.00 100, 000.00 100, 000.00 100, 000.00 100, 000,00 155,000.00
Earned Surplus 203,587.5% 90,187.77 176,643.55 *  176,643.55 % 376,643.55 *  376,643.55
Total Debt & Capital ‘ 383,807, 74 616,535.71  1,231,706.01 1,662,834.98  2,014,519.97  2,195,738.72
Total rate base : 337,301, 20 598,305.00  1,183,362.81 1,325,039.78  1,521,83%.77  1,708,950.20
Less: Plant Investment in 1987 and later
to benefit 1987 Test Year Customers
thich vas Disallowed in Rate Case
(Schedule Mo. 3, 3 of 5] 2.20 0.00 0.00 312,538.00 325,612.00 663,657.00
Less: customer deposits /A N/A N4 N/A K& NA
Rate base related to long term debt 337,300.20 598,305.00  1,133,362.81 1,012,501.78  1,196,222,77 1,045,293.20
Debt in excess of rate base £6,506.54 16,230.71 48,3430 630,333, 28 818,297.20  1,150,485.52
Percent of excess debt 0.12 D.03 0.04 0.3 0.41 0.52
Total tax interest expense §,043.9 13,253.13 50,432.76 80,726.13 106,450.34 126,5591.05
Amortization of Debt Cost 0.00 0.00 0.00 568,82 2,275.27 2,275.32
Less: interest on customer deposits /A KfA N/A N/A A N/A
Interest on long tern debt £,043.9¢ 13,253.13 50,432.76 81,292.95 108,725.61 128_,}(}_(;.37
Percent debt & capital in excess of 0.12 0.03 0.04 0.3 0.41 0.52
rate base from above
Below the line interest expense §90.01 350.03 1,979.43 3,190.99 §4,160.30 $7,518.84
Summary
Above the line interest,' long tera debt 3,553.93 12,903.10 £8,453.33 50,101.96 64,561. 31 61,347.53
Interest on custoaer deposits /A NfA /A NfA N/A N/A
Totai above the line interest 3,553.93 12,903.10 48,4503 50,101, 9% b,51.31 61, 147.5%
Below the line interest, long tera debt £90.01 350.03 1,979.43 31,190.99 46,164.30 $7,518.84
Totat interest expense per return §,043.9¢ 13,253.1% 50,432.76 81,292.95 108,725.61 128,866.37
Interest Per Anrual Report £,043,94 13,253,13 30,596.60 115,479.97 155,795.45 198,727. 14
Interest not Ablowed by I.R.S, 9.0 0.00 {163.84) {34,755.84) [49,345.11) {72,13.06)
Ket Tox Interest §,043. 9 13,283.13 50,832.76 80,726.13 106,450. 3% 126,591.08
* - ctual Earned Surplus (deficit) per Anrwal Report _ 161,280.01 (60,82¢.66) (128,206, 3¢)

Note: For sbove presentation losses were not offset
sgainst earned surplus as it would distort

ectusl excess debt in systes thet supports Schedule No, 3
losses incurred to date, Face 1 nf €




E:Xhibit IIAII
Page 4 of 9

Ortega Utility Company
Above and Belov the Line Tax Expenses

(Unaudited)
198¢ 1985 1986 1987 1988 198¢
2 {8). Components of depreciation ) o
Plant depreciation 2,160.11  46,358.41 106,716.31  118,286.68  120,%3.13  132,926.84
Depreciation on current year CIAC
collections , 2,528.91 {,552.00 9,759.74
Deprecistion on prior years CIAC. | - .- :
collections _ 0.00 7,397.23 7,490.51
Total depreciation (line 21b, 1§20) 29,160.11 6,358.41 104,716.31 120, 815,59 129,492.36 130,177.09
(b}. Above and below the line depreciation
Above the line: LAt
Plant depreciation y / . 29,160.11 £6,358.41 104,716, 3% 118,286.68 120,543.13 132,926, 84
Plant used and useful 4 Tl 1002 100% 100% 100% 100t 100%

Depreciation on Plant Used & Useful 29,160.11 £6,358.41 104,716.31 118,286.68 120,543.13 132,926.84
less;

Tax Depreciation on Plant Placed in

Service Subsequent to 12/31/87 Rate ¢

Case to Meet Requlatory Requirements 2

for Service to Existing Customers

Which Was Disalloved by F.P.5.C.

(See Schedule 3, 3 of §) 12,210.00 36,185.00
Sibtotal 29,160.11 £6,358.41 104,716, 31 118,286.68 108, 333.13 96,743,834
First year's depreciation on Taxable CIAC 0.00 0.00 0.00 2,528.91 1,552.00 9,7%9. 74

Total above the line depreciation 29,160.11 46,358.41 10¢,716.31 120,815.5% 109,885.13 106,503.58

Below the line:

Non Jurisdictional Depreciation
Deducted Above 0.00 0.00 0.00 0.00 12,210.00 36,183.00
Depreciation on prior years CIAC
collections 0.00 0.00 0.00 0.08 7,397.23 7,490.51
Total below the line depreciation 0.00 0.00 0.00 0.00 19,607.23 §3,673.51
Total depreciation 29,160.11 46, 358.41 104,716.31 120,815.59 129,492.36 150,177.09
Continued Schedule No. 3

Page 2 of §




Exhibit "A"
Page 5 of 9

Ortega Utility Company
Above and Below the Line Tax Expenses
(Unaudited)

2. Contined

Note: Oepreciation on prior years CIAC has been classitied below the Eine since the benefit
of such depreciation will be returned to the rate payers through the normalization process.

fepreciation on Utility Plant for Portion added Since 12/31/87 (Rate Case Year)
that Commission Disallowed as a Proforma:
C.H.I.P, at 12/31/87 {Rate Case Test Year) no deprecistion allowed 171,572.00 )
Disalloved because of reduction to Average Balances 140,966.00 ) 312,538.00 - 1987
1988 Plant Additions that we included in Proforma’s to
Serve Existing Customers in 1987 Rate Case hich vas disallowed
in Rate Case 13,074.00 325,612.00 - 1988
Subtotal 1988 i 325,612.00
1989 Plant Additions that were included in Proforma
to Serve Existing Customers in 1987 Rate Case bhich
was Disallowed in Rate Case 338,045.00 £63,657.00 - 1989

o et e

Total 663,657.00

-------------
SEZZSIoSeEE=g

Tax Depreciation for Items not Provided for in Rate Case

1988 1989

1988 Plant Additions 325,612.00 12,210.00
1989 Plant Additions 338,045.00 0.00

12,210.00 36,183.00

23,506.00
12,677.00

Schedule No. 3
' Page 3 of 5




3. Operation Expenses (line 12 through 25,
1120)

Detail expenses as filed:

Compensation of Officers
Salaries and Uages
Repairs & Maintenance
Bad Debts

Rents

Tares - State Income & Excise Tax
Taxes - Other
Contributions
Advertising

Pension & Profit Sharing
Employee Benetit Progrems

Subtotal

Less [tems above Reclassed as Below
line itens:

(1) Llicense & Expenses Originally
Classed Below Line

(2) Rental Cost Increases Mot Covered
by Rates, 12/31/87 is Rate Case
Year

{3) Empioyee Benefits Mot Covered by
Rates Based on 12/31/87 Rate Case

(4} State Income & Emergency Excise Tax

Subtotal Non Jurisdicticnal Operation
Expenses

Jurisdictional Operation Expenses

Exhibit “A"

*-Proforma Adjustment Made and Amended Tax Return in Process,

Page 6 of 9
Ortega Utility Company
Above and Below the Line Expenses '
1984 1985 1986 1987 1988 1989
.00 0.00 0.00 15,018.9 £4,843.60 53,197.9%
2.0 .o 0.00 17,716.05 66,961.37 102,310. 44
65,083.78 84,421.75 0.00 38,284.83 G.00 0.00
0.00 0.00 0.00 0.00 0.0¢ 0.00
1,751.40 1,927.80 2,618,565 2,573.85 6,490.00 17,690.47
1,175.40 3,213.83 £,021.15 0.00 0.00 2,290.83 *
20,046, 74 22,242.07 26,792.09 3,376.29 61,465.55 75,888.57
0.00 (.00 0.00 0.00 0.00 0.00
6.00 0.00 0.00 0.00 0.60 1,023.00
6.00 G.00 0.00 0.00 0.00 0.0
0.00 0.00 0.00 0.00 0.00 17,826.02
43,097.32 111,864.95 33,431.89 104,967.31 179, 760.52 220,227.34
787.50
3,916.15 15,116.62
17,826.02
1,175.40 3,213.3 §,021.15 0.00 0.00 2,20.88 *
1,175.40 3,273.33 &,021.15 0.00 3,916.15 36,021,02
85,881,92 108,591.62 29,410.74 104,967.31 175,844.37 234,206, 52
Scheduie No. 3

Page § of 5



4. Other Deductions (line 26, 1120}

Detail of Other Deductions as filed:

fanagenent Services

Diesel & Propane

Electricity

Labor

Cheaicals

Sopliss Q4 1

Swplies - Office

Contract Services - secretarial &
operations

Contract Services - Accounting & legal

Insurance

tliscellaneous expenses

Regulatory Cosmission expense

Trensportation expense

Purchased sevage treatment

10X Public Service Tax

Aaortization of Debt Expense

daortization of Rate Case Fxpense

Subtotal

Less: Itens Above Reclassed:

(1) Expenses Associsted with Below Line
Subcontract Revenue {Revenue/1.15)
(2)
to Interest

{3} 10% Public Service Tax Associated
vith Below Line Revenue

{t} Portion of Purchased Sevage Trestsent
Disalloved in Last Rate Case

(S} Expenses Associated with Belov Line
Reverne for 1989 Reimbursement

of 1988 Expenses

{8) Litigation Expense for Territory
Dispute & Other that Exceeded Cost
Alloved in Rate Case

(7) Increass Accounting Cost Mot Provided
for in Last Rate Case, Request

Has Hade But Denied.

(8) Miscellaneous O & M & Wage Costs

in excess of those coveed by
jurisdictional rates

Subtotal-Hon Jurisdictional Other
Deductions

Juwrisdictional Other Deductions

Non Jurisdictions! Other Deductions

frop sbove

Less: Debt Expense reclassitied as

in interest

Non Jurisdictional Other Deductions

Urtega Utility Company

mpit “CA”

Amortization of Debt Cost Reclassified

Above and Below the Line Expenses Page 7 of 9
1984 1985 1986 1987 1988 1989
28,000, 00 0.00 0.00 0,00 0. 0.00
0.00 1,681 2,120.12 2,98.5 - 1,902.%6.  L,7%.% <
8L,408.25 74,1103 67,3817 67,522.68  68,370.02 . 85,111.91 "
6,539.05  10,933.41 0.00 0.00 0.0 0.0
8,902.54 7,799.18 7,393.63 8,93.12 IL,159.06 . 13,245.43
4,007.3% 41703 5,053.88 16,628.27 . &,725.05 0,485
6,766.34 3,559.08  13,248.83 §,058.9 5,962.70 10,179.59
95,6415 72,2538  123,302.95  106,306.00 - 77,950.52.  132,106.03 -
2,962.69 3,35.% §,50.27 58,335,668 -  34,672.98 D12,
7,975.33  12,482.05  15,325.16 20,251.08 947055 . 21,399.06 &
5,131.66 8,734.30 1,650.06 798062 . 16,812.52- 12,3013
0.00 000 69300 2,809.88 - LI0SAS. 2,018 <
6,466.95 1,608.02  12,7%.86 303.79 < 12,120.19 9,40.82
0.00 5,413.47 29,610.78 23,687.15 - 59,609.72 . 30,989.5 -
0.00 0.00 0.00 18,658.53.  16,659.9% 17,472.13
0.00 0.00 0.00 568.82 2,215.27 2,275.32 :
0,00 0.00 0,00 0.00 0.00 10,931.57 ~
233,796.75 0562047 336,325.72 37,5493 3%7,806.93  412,951.62
-
35,916.00  30,315.00  11,09%.00 0.00 0.00 0.0
568.82 2,215.21 2,215.32
18,458.53 16,659.% 17,672.13
3,63.00  27,80.00 2A,917.00  57,840.00 29,220.00
9,906.27
0, 7204.00 2,172.00 2,700.00
12,98.00 11,656.00 21,502.00
0.00 0.00  21,211.46 9,255.46 75,1823 0.00
35,916.00 33,9500  60,145.46  193,376.81  175,489.81  100,169.45
197,800,756  171,669.647  276,180.26  113,188.12  192,315.12  312,782.17
15,914.00  33,958.00  60,1d5.é6  193,376.81  175,489.81  100,169.45
0.00 0.00 0.00 58.82 2,215.27 2,215.8
35,9400 33,958.00  60,145.46  192,807.99  173,216.% 97,89¢.13

Schedule Mo, 3



Taxable CIAC

Maters:

Taxable CIAC - Gross-Up Collected
Adjustment 32

Adj. Tax CIAC - Gross-Up Collected
Taxable CIAC - Gross-Up Not Collected
Taxable CIAC Other Than Meters

Total Tarable

Non-Taxable CIAC

Collected Prior to 12/31/85

Reimh. from K.S.C. applicable to 12/31/86
Mj. for Rate Case Audit

Adj, for Rate Case Audit

Tsf. from Advances for Construction

Total

Total CIAC

Note: Advances for Construction

Exhibit "A"

Page 8 of 9
Ortega Utility Company
CIA Recap
1984 1985 1986 1987 1988 1989
8,150.00 $,550. 08 4,450.00 11,781.10 8,825.00 3,335.00
56, 792.64 20,854.50 122,518.32
0.00 12,782.18 126,549.30
$6,792.64 33,636.68 249,059.62
10,645.00 7,750.00 11,200.00
B.00 0.00 0.00 67,437.64 41,386,468 260,259.62
8,150.00 6,550,00 §,450.00 78,438.74 50,211.48 263,594.62
§2,010.00 223,142.86 293,434,406

73,512.11

32,490.00

{21,870.00)
245,085,00 80,011.00

L]

82,040.00 223,142.86  293,434.46 0.00 39,217.11 £0,011.00
910, 160.00 229,692.86 297,884.46 78,638.74 379,428.19 343,605.62
* 456,528.00 *  213,443.00 *  133,432.00

* - Catculated - eliminated advances that were cancelled.

Schedule Mo. ¢



Exhibit "a"
Page 9 of 9

Ortega Utility Company
First Years Depreciation on CIAC

1984 1985 1986 1987 1988 1989
Taxable CIAC Additions (other than meters) 0.00 6.00 0.00 67,437.64 41,386.68 260, 259.62
Tax depreciation rate 0.0000 0.0000 0.0000 0.0375 0.0375 0.0375
First yesrs tax
Depreciation on tazable
Cix 0.00 0.00 0.00 2,528.91 1,552.00 9,799.74

Schedule No, 5



EXHIBIT "B"
Page 1 of 2

SECOND REVISED SHEET NO. 20.0
Cancels First Revised Sheet No. 20.0

ORTEGA UTILITY COMPANY
Water Division

TAX IMPACT OF CIAC

Prior to the Congressional Tax Reform Act of 1986, Section 118(b} of
the Internal Revenue Code provided for the exclusfon of certain types of
Contributfons In Afd Of Construction (CIAC) from the taxable .fncome of a
corporate utility. Such amounts were, therefore, tax exempt.

However, pursuant to the Congressional Tax Reform Act of 1986, Section
118(b) was amended to reclassify CIAC (both cash and property) as a taxable
source of revenue, effective January 1, 1987. The net result of this action
:s th?¥ a utility which {s a corporation must now pay fncome tax on the CIAC
t collects., ;

Since the amount éf this additional tax 1fabil{ty is directly
attributable to the contributors (developers, builcers, etc.) of the CIAC, the
utility fs authorized to collect this amount from those contributors.

Therefore, 1n accordance with Order No. 16971 {ssued on December 18,
1986 1n Docket No. 860184-PY, this Commission adopted and approved specific
gufdelines for a utflity to administer in the calculatfon, collection, and
reporting of CIAC tax 11abflf{ties as follows:

1) On and after January 1, 1987, utilities may collect from
developers and others who convey cash and/or property to a utility as CIAC, an
amount equal to the tax fmpact of the CIAC.

2) The tax 1m§act amount to be collected shall be determined using
the following formula:

TAX IMPACT = R x (F +P)
f TO0 <R

. a) R = App11cab1e marginal rate of Federal and State
Corporate Income Tax, {f one {s payable, on the value of
contributions which must be fncluded in taxable fncome of the
utflity. R shall be determined as follows:
R = ST + FT (1-5T4.
ST = App]icab]e marginal rate of State Corporate Income Tax.
FT = Applicable marginal rate of Federal Corﬁorate Income
Tax. '

Alan W. Potter, Prestdent

EFFECTIVE DATE: May 18, 1988




EXHIBIT "B"
Page 2 of 2

SECOND REVISED SHEET NO. 21.0
Cancels First Revised Sheet No. 21.0

CRTEGA UTILITY COMPANY
Water Division

b) F = Dollar amount of charges pafd to a ut{lity as
contributions fn aid of construction which must be included fn
taxable fncome of the utility, and which had been previously
excluded in taxable income pursuant to Section 118(b) of the
Internal Revenue Code.

c) P = Dollar amount of property conveyed to utility which
must be {ncluded in taxable income of the utflity, and which had
been previously excluded fn taxable fncome pursuant to Sectfon
118(b) of the Internal Revenue Code.

3} The CIAC tax fmpact amounts, as determined {n Paragraph (2),
shall be deposited as received into a fully funded fnterest bearing escrow
account, herefnafter referred to as the “CIAC Tax Impact Account". Monies 1n
the CIAC Tax Impact Account may be withdrawn perfodically for the purpose of
paying that portion of the estimated Federal and State fncome tax expense
which {s directly attributable to the CIAC conveyed to the utility. Annually,
following the preparation and filing of the utility's annua) Federal and State
tncome tax returns, & determination shall be made by the Commission as to the
octual Federal and State income tax expense that {s directly attributable to
the receipt of CIAC. CIAC tax fmpact monfes rece{ved during the tax year that
are 1n excess of the actual amount of CIAC tax expense, including interest
earned on such excess monies, shall be refunded on a pro rata bas{s to the
contributors of the CIAC, The utflity shall maintafn adequate records to
account for the recefpt, deposit, and withdrawal of montes in the CIAC Tax
Impact escrow account. A detailed statement of the CIAC Tax -Impact Account,
fncluding the annual determinatfon of actual tax expense attributable to the
receipt of CIAC, shall be submitted as a part of the utility's annval report.
The utility shall submft a11 {nformatfon in accordance with the requirements

established by the Commission.

4) ~ The amount;of CIAC tax fmpact monies collected by a utflity
shall not be treated as (IAC for ratemaking purposes.

A1l developer agreements in which CIAC tax monfes are required shall
indicate the amount of sych monfes separately from any other CIAC amounts
required, as well as the Tax Impact formula uvtilizing the appropriate values.
The agreement should also contain an explanation of the charge for the benefit
of the contributor. '

Alan W. Potter, President

EFFECTIVE DATE: May 18, 1988




Year

1987

1988
1989
1990
1991
1992

CIAC
Amount

- 67,437.6%

k1,386.68
260,259.62
87,328.81
9,663.84
121,609.95

Current Year
Depreciation

Prior Year
Depreciation

1987

2,528.91

2,528.

0-

91

00

EXHIBIT wan
PAGE 9 OF 9
ORTEGA UTILITY COMPANY
Schedule of Depreciation on Taxable CIAC

1988 1989
h,868.32 4,502.81
1,552.00 2,987.70

9,759.74
1,552.00 9,759.74
4,868.32 7,490.51

Depreciation Rates (20 year property):

Year

NWE=IAU FWN -

Rate

.0375

07219
L06677
.05713
.05285
.04888
.0l522
08461
.02231

1990
4,165.62
2,763.39

18,788.14

3,274.83

3,274.83

25,T17.15

1991
3,852.71
2,556.46

17,377.53
6,304,227
362.39

362.39

30,090.97

' 5,830

1992
3,296.
2,364,

16,076.

697.
‘l,560.

4,560.

28,265.

35
2
24

-Tu

63
377

37

38

1993
3,049.53
2,022.98

14,868.63
5,394.30

645.25

8,779.02




EXHIBIT "B"
PASE 1 OF 2

THIRD REVISED SHEET NO. 20.0
CANCELS SECOND REVISED SHEET NO. 20.0

COMPANY NAME ORTEGA UTILITY COMPANY
WATER TARIFF

TAX IMPACT OF CIAC '

Prior to the Conﬁressional Tax Reform Act of 1986, Section 118(b) of the Internal Revenue
Code provided for the exclusion of certain types of Contributions In Ald Of Construction (CIAC) from
the taxable income of a corporate utility. Such amounts were, therefore, tax exempt.

However, pursuant to the Congressional Tax Reform Act of 1986, Section 118(b) was amended
to reclassify CIAC (both cash and property) as taxable source of revenue, effective January 1, 1987.
The net result of this action Is that a utility which is a corporation must now pay income tax on the
CIAC it collects.

Since the amount of this additional tax lability is directly attributable to the contributors
(developers, builders, etc.) of the CIAC, the utility is required to collect this amount from those
contribttors.

Therefore, in accordance with Order No. 16971 issued on December 18, 1986 and 23541 Issued
on October 1, 1990, in Docket No. 860184-PU, the Puhblic Service Commission adopted and ordered
specific guidelines for a utility to administer in the calculation, collection, and reporting of CIAC tax
Habilities as follows:

1) On and after January 1, 1987, utilities may coliect from developers and others who
convey cash and/or property to a utility as CIAC, an amount equal to the tax impact of the CIAC.

2) The tax impact amount to be collected shall he determined based upon use of the
marginal rate of Federal and State corporate income tax related to the value of all property and cash
contributions included in taxable income of the utility, including that tax applicable to the gross-up
funds themselves, or “tax on tax” effect. The first year's tax depreciation benefits on all property
contributions shall be utilized to reduce the tax impact coilected.

The tax impact amount to be collected shall be determined using the following formuta:
Full Gross Up:

Depreciable Plant: (CP-(CP*(1/TL)*AR*.5))

* (1/{1-CTR)) o
Land (and Cash): (CL*(3/(1-CTR)))
Where:
cp = Contributed plant
TL = Tax life for contributed plant
AR = Accelerated tax rate
CTR = Coimbined federal and state income tax rate
CL = Contributed land
EFFECTIVE DATE: DECEMBER 4, 1991 - ALAN W. POTTER
ISSUING OFFICER
TYPE OF FILING: CIAC (FINAL AUTHORITY) PRESIDENT

TITLE




EXHIBIT "B"
PAGE 2 OF 2

THIRD REVISED SHEET NO. 21.0
CANCELS SECOND REVISED SHEET NO. 21.0

*

COMPANY NAME ORTEGA UTILITY COMPANY .
WATER TARIFF

3) The CIAC tax impact amounts, as determined In Paragraph (2), shall be deposited as
received into a fully funded Iinterest bearing escrow account, hereinafter refetred to as the "CIAC Tax
Impact Account." Monies in the CIAC Tax Impact Account may be withdrawn periodically for the
purpose of paying that portion of the estimated Federal and State income tax expense which is directly
atiributable to the CIAC conveyed to the utllity. Annually, following the preparation and filing of the
utility’s annual Federal and State income tax returns, a determination shall be made by the
Commission as the actual Federal and State income tax expense that Is directly attributable to the
receipt of CIAC. CIAC tax impact monies received during the tax year that are in excess of the actual
amount of CIAC tax expense, including interest earned on such excess monies, shall be refunded on
a pro rata basis to the contributors of the CIAC. The utility shall maintain adequate records to
account for the receipt, deposit, and withdrawal of monies in the CIAC Tax Impact escrow account.
A detailed statement of the CIAC Tax Impact Account, including the annual determination of actual
tax expense attributable to the receipt of CIAC, shall be submitted as a part of the utility’s annual
report. The utility shall submit all information in accordance with the requirements established by the
Commission.

4) The amount of CIAC tax impact monies collected hy a utility shall not be treated as
CIAC for ratemaking purposes.

All developer agreements in which CIAC tax monies are required shall indicate the amount of
such monies separately from any other CIAC amount required, as well as the Tax Impact formula
utilizing the appropriate values. The agreement should also contain an explanation of the charge for
the benefit of the contributor.

EFFECTIVE DATE: DECEMBER 4, 1991 . ALAN W. POTTER
ISSUING OFFICER

TYPE OF FILING: CIAC (FINAL AUTHORITY) PRESIDENT
TITLE






