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ROSE, SUNDSTROM & BENTLEY, LLP 
2548 BuMom Pmm Dum 
T~~w~~sm.F'toam* 32301 

(850) 877-6555 

July 16, 1998 

VIA HAND DELIVERY 

Florida Pu0l;c Servw i a m ~  
Division 0: Water a n i  W~S:E .  

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 1987-1996 

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. 
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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. 

MY. 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, 

FMD/tmg 

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

ortega\jaber.ltr 

Rose, Sundsvorn & Bcnticy, LLP 
2548 B h t o n e  P i n a  Drive.Tallahuuc.Floti& 32301 



BEN W. HlGHTOWER. C R A  
R. LAVON BURNAM. =.PA 

JIM L. BOWEN. C.RA 
JEFFREY L SHELTON. C P A  
EDWARD P SCHMITZER. C R A .  R A  

CALVIN K. STEPHENS. C.R& R I  
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SMOAE. DAVIS 8c NIXON L L p  
CERTIFIED PUQLIC ACCOUNTANTS 

1514 NIRA STREET 

XACXSONVILLE. FLOFCXDA SSP07 

19041 396-5831 
1 9 0 4 1  399-89QS FAX 

Ms. Jenn i fe r  J. Iwen j io ra  
D i v i s i o n  o f  Water and Wastewater 
F l o r i d a  Pub l i c  Service Commission 
Cap i ta l  C i r c l e  O f f i c e  Center 
2540 Shumard Oak Blvd. 
Tal lahassee. F l o r i d a  32399-0850 

Re: Ortega U t i l i t y  Company 
C I A C  Gross-up Reports 1987-1996 

PAUL R. SMOAK. C R A  
tteeo-iossi 

JEWELL A. DAVIS. C.PA 
,1897-loael 

FRANCIS C. NtXON. =.PA 
( 1 9 0 7 - 1 0 8 0 1  

Dear Ms. Iwenj iora:  

You requested add i t i ona l  C I A C  Gross-Up in format ion i n  your l e t t e r  dated A p r i l  17, 
1998 i n  order  t o  f i n a l i z e  your  ca lcu la t ions .  I am prov id ing  t h a t  i n fo rma t ion  as 
f o l  1 ows : 

1. 

2. 

3.  

4. 

A copy o f  t h e  1986 Federal Income Tax Return i s  enclosed. 

A l l  C I A C  c o l l e c t i o n s  f o r  1992 - 1996 were grossed-up. MMI Hote l  Group paid 
$3.926 i n  gross-up i n  1995 r e l a t e d  t o  cont r ibu ted  proper ty  o f  $6.760 which was 
accepted and recorded i n  1996. The gross-up receivable o f  $72.452 from Ortega 
B l u f f  a t  December 31, 1994 was co l l ec ted  i n  1995 a f t e r  ne t  c r e d i t s  o f  $5,940 
were given f o r  a c o r r e c t i o n  i n  t h e  gross-up rate. Flourney Construct ion 
received a refund o f  $12.464 i n  C I A C  and $7.424 i n  gross-up i n  1994. These 
amounts were o r i g i n a l l y  c o l l e c t e d  i n  1992. The refund r e l a t e d  t o  a reduc t ion  
i n  p l a n t  capaci ty  charges fo r  C o l l i n s  Place Apartments and was ne t ted  against  
o ther  c o l l e c t i o n s  i n  t h e  gross-up repor t .  

Nondeductible expenses i n  1994 through 1996 r e l a t e  t o  key man o f f i c e r  l i f e  
insurance requi red by c e r t a i n  bank debt and pena l t ies  on underpayment o f  
est imated income taxes. These amounts were no t  deduct ib le  f o r  federa l  income 
tax  purposes. 

The ga in  on d i s p o s i t i o n  o f  u t i l i t y  proper ty  o f  $46,851 i n  1990 r e l a t e d  t o  a 
Komatsu Wheeloader and Komatsu Excavator (see attached Form 4797). This 
equipment was so ld  when t h e  u t i l i t y  s t a r t e d  t o  subcontract work which was 
prev ious ly  done by t h e  u t i l i t y .  This was repor ted on l i n e  4 o f  Schedule M-1 o f  
t h e  t a x  r e t u r n  as income sub jec t  t o  tax  not  recorded on books t h i s  year. 

YOOU IIVW 
d3iLv&lSIHIHn~ 
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5. Gross sale per amended tax  re tu rn  f o r  1988 i s  reconci led t o  the  gross-up repor t  
as fol lows: 

Gross sales per amended tax re tu rn  545 I 731 
Amount included i n  other income below-the-line i n  the 

gross-up repor t  (part  o f  14.507) (11.950 + 1.932 + 
625 = 14.507) 111.950) 

Gross Sales Per Gross-Up Report 533.781 

This information should cover a l l  the  items which you requested i n  your l e t t e r  dated 
A p r i l  17. 1998. I f you have questions about t h i s  information. do n o t  hes i ta te  t o  
c a l l .  

I received ce r ta in  schedules and workpapers from you today which had been previously 
requested. I w i l l  prepare a response t o  your prel iminary analysis o f  C IAC Gross-Up 
Refund a f t e r  I have reviewed t h i s  information. 

Very t r u l y  yours. 

SHOAK. DAVIS & NIXON LLP 

Jim L. Bowen 
C e r t i f i e d  Public Accountant 

cc: Ms. Connie McCaskill (F lor ida Publ ic Service Comnission) 
Hr. Alan W. Potter,  S r .  (Ortega U t i l i t y  Company) 
Hr. Harty Oeterding (Rose, Sundstrm & Bentley) 
Mr. Robert C. Nixon (Cronin. Jackson, Nixon & Wilson) 



state Of I'lOrifm 

Commissioners: 
DMSION OF WATER Bt JULIA L. JOHNSON, CHAIRMAN 
WASTEWATER J. TERRY DEASON 

SUSAN F. CLARK CHARLES HILL 
DIRECTOR JOE GARCIA 

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

June 26, 1998 

Mr. Jim L. Bowen, CPA 
Smoak, Davis, and Nixon LLP 
1514 Nira Street 
Jacksonville, Florida 32207 

Dear Mr. Bowen: 

Re: 
through December 31, 1996. 

Ortega Utility Company - CIAC Gross-up Refund for the period January 1, 1987 

In accordance with your request, enclosed are legible copies of staf€'s preliminary refund 
schedules 1-4, Comparative schedules for the years 1987 - 1996 reflecting stafPs above-the-line 
income calculation, and staff3 interest and depreciation calculation schedules for 1987 - 1996. 
Should you have any questions, please contact me at (850) 4136980. 

Enclosure (4) 
JJyjji 
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 M m a t i v e  ActionEqual Oppormnity Employer InfuKl E-mail: COMAC@PSC.STAl€.nUS 
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CERTIFIED PUBLIC ACCOUNTANTS 
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May 18,1998 

Mr. Charles Hill 
Director, Division of Water & Wastewater 
Florida Public Service Commission 
Capital Circle Office Center 
2540 Shurnard Oak Blvd. 
Tallahassee, Florida 32399-0850 

Re: Ortega Utility Company - ClAC Gross-Up 
Refund 1987-1996 

Dear Mr. Hill: 

I have reviewed the preliminary analysis of the refund calculation of ClAC Gross-Up for Ortega 
Utility Company. I 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, I request an additional thirty days to provide 
the additional information requested by Ms. lwenjiora and complete the review of the refund 
calculation. 

Yours very truly, 

Srnoak Davis & Nixon LLP 

95 

Jim L. 

copy: 

J Bn4-4- 
Bowen. Certified Public Accountant 

Jennifer lwenjiora 
Alan W. Potter, Sr 



State of Florida 

Commissioners: 
JULIA L. JOHNSON, CHAIRMAN 
1. TERRY DEASON 
SUSAN F. CLARK 
JOE GARCIA 
E. LEON JACOBS, JR. 

DIVISION OF WATER & 
WASTEWATER 
CHARLES HILL 
DIRECTOR 
(850) 413-6900 

April 17, 1998 

Mr. Alan W. Potter, Sr., President 
Ortega Utility Company 
905 North Street 
Jacksonville, Florida 3221 1-5793 

Dear Mr. Potter: 

Re: Ortega Utility Company - CIAC Gross-up Refund for the period Jan~my 1, 1987 
through December 3 1 ,  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. ODerations 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 Afftmative AcfiodEqual Opportunity Employer Internet E-mail: CONTACT@PSC.STAE.FL.US 
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B. Interest Exoense: 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 $1 1,444.75 
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 earnings 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. 21 137, 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 reasonable 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 ActiowEqual Opportunity Employer Internet E-mail: CONTACT@PSC.STATE.FL.US 
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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-uo: 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 Nonutilitv 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: 

1 .  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 andor collected in 1994 related to CIAC 
that was collected in 1994? 1995? 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 (Floumoy) received a $12,464 refund, however, the 
schedule does not reflect that Floumoy 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? 

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

4. 

CAPITAL CIRCLE OFFICE CENTER * 2540 SHUMARD OAK BLVD - TALLAHASSEE, FL 32399-0850 
An Atfirnative Actiofiqual Opportunity Employer Internet E-mail: CONTACT@PsC.STAE.FL.US 
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5.  Reconciliation of Amended Tax Return to Gross-up Report - For 1988, 
gross receiptdsales (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. 

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

Division of Legal Services (Jaber) 
Division of Auditing & Financial Analysis (A. Causseaux) 

CAPITAL CIRCLE OFFICE CENTER - 2540 SHUMARD OAK BLVD - TALLAHASSEE, FL 32399-0850 
An Affirmative ActioniEqual Oppamnity Employer Internet E-mail: CONTACT@SC.STATE.FI..US 



State of Florida 

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

DATE: March 3, 1998 
TO: Ann Caus Chief of Financial Analysis 
FROM: ydnnifer J. Iwe 
RE: Ortega Utility s Gross-up Disposition Analysis 

gulatory Analyst 

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. Staffs 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 111 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. McCaskiIl, Public Utilities Supervisor, WAW 
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Commissioners: 
SUSAN F. CLARK 
J. TERRY DEASON, CHAIRMAN 
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January 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. 

1992. 
excess 

We have reviewed the CIAC gross-up reports as filed for each year 1987 though 
Based on our review of the files, staff believes the utility has collected gross-up in 
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 calculation is consistent with 
the calculation adopted by the Commission in Order No. PSC-924961-FOF-WS. However, 
before we can finalized our calculations, the following CIAC gross-up information must be 
provided for the period of January I, 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 
reports. 

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

Charles H. Hill, Director 
Division of Water and Wastewater 

CHH/jji 
Enc. (1) 
cc: Division of Water and Wastewater (Hill, Mc Caskill, Meador) 

Division of Auditing & Financial Analysis (Hicks) 



SOURCE: (tine references are from ClAC Reports) 
ORTEGA 

1 Form 1120, Line 30 (line 15) 
2 Less ClAC (tine 7) 
3 Less Gross-up collected (Line 19) 
4 Add First Year's Depr on ClAC (Line 8) 
5 AddlLess Other Effects (Lines 20 & 21) 
6 
7 Adjusted Income Before ClAC and Gross-up 
8 
9 Taxable ClAC (Line 7) *amt. grossed-up 

10 
11 Taxable ClAC Resulting in a Tax Liability 
12 Less first years depr. (tine 8) 
13 
14 Net Taxable ClAC 
15 Effective state and federal tax rate 
16 
17 Net Income tax on CIAC 
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 ClAC Gross-up collected (Line 19) 
25 
26 PROPOSED REFUND (excluding interest) 
27 
28 
29 TOTAL REFUND 
30 

STAFF CALCULATED GROSS-UP REFUND 

1987 1988 

$ 102,026 $ 61,800 $ 
(67.438) (41,387) 

2,529 1,552 
(34,445) (20,195) 

(1 44) (21 8) 

$ 2.528 $ 1,552 $ 

$ 56,793 $ 33,637 $ 

$ 56,793 $ 33,637 $ 
(2.130) (1.261) 

$ 54,663 $ 32.376 $ 
36.91% 20.48% ----- 

$ 20,176 $ 6,631 $ 
(14,141) 0 

$ 6.035 5 6,631 $ 
1 S85037248 1.257545272 

$ 9,566 $ 8.339 $ 

$ 

(34,445) (20.1 95) 

(24.879) $ (11,856) $ 
==========2 ==========. 

$ (63,753) 

1989 

557,124 $ 
(260.260)f 
(1 54,121) 

9,760 
(4,598) 

147,905 $ 

1990 1991 1 992 

103,M)S 353,532 285.774 $ 
(45,266) (9,663) (121,610) 
(26.828) (5.758) (72,420) 

3.275 362 4,560 
(1.201 ) (227) (4,138) 

215.732 $ 87,723 159,924 

249,060 $ 45,288 .$ 9,663 121,610 

249,060 $ 45,288 $ 9,663 121,610 
(9.340) (1,698) (362) (4,560) 

239,720 $ 43,590 $ 9,301 1 17,050 
37.&?% 36.34% 26.01% 33.71% 

90,207 $ 15.841 $ 2,419 39.458 

- 

0 0 0 (132) 

90,207 $ 15.841 $ 2,419 39,326 
1 SO3334937 1.5708451 15 1.351523991 1.508523 

144,632 $ 24.884 $ 3,269 59,324 
(1 54,121) (26.828) (5,758) (72,420) 

(9,489) $ (1,944) $ (2.489) (13,096) 
----- 
__ __====e===: =======a==:======== 



DIVERSIFIED UTILITY SERVICES, INC 

767 Blanding Boulevard, Suite 106 Orange ,€'arl@orida 32065 Phone (904) 276-2301 
F C :  % - L J  

April 30, 1993 

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, 
DIVERGIFIED UTILITY SERVICES, I N C .  

, 
B. Susan Capley 
Treasurer 

BSC f am 



............................................................................... 
MHS MAIL 4/24/92 5:15pm 

TO : ACAUSSEA @ PSC (Ann Causseaux) 

FROM : SMEADOR @ PSC (Sherri Meador) 
FWD : ACAUSSEA @ PSC (Ann Causseaux) -> Smeador 
cc : 
SUBJECT: <None> 
MESSAGE-ID: 53AEFB298175B9Dl VIA-HOST: PSC.PSC ............................................................................... 
MESSAGE : 
Question, on the gross up reports, the top part has Votal 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. 
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. 

This 

Guess who - Ortega 



ORTEGA UTILITY COMPANY 
905 No& Suret 

Jacksonville. Florida 32211-5793 
Phone: 904 1725-4616 

CERTIFIED MAIL NO. P 334 927 21 9 
RETURN RECEIPT REQUESTED 

A P H  L 4 iwi 
April 21, 1997 

Florida Puoiic Seriice Commission 
Division of Wzter and WaStWale. 

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. McCaskill: 

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

On September 20, 1996, 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 ClAC 
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 ClAC escrow 
account as of December 31, 1996 was zero. 

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 subm,itted, 

President 



ORTEGA UTILITY COMPANY 

CIAC Gross-Up Report 
Tax E f fec t  o f  C IAC 

Tax Year Ended December 31. 1996 

CIAC - t o t a l  per  r e t u r n  
CIAC - meter connection fees 
CIAC - Gross-Up 

Less above-the-line loss (see schedule below) (1) 

Net taxable CIAC 
Less tax  depreciat ion on CIAC (first year) (2) 

E f f e c t i v e  marginal t ax  r a t e  (3) 

Expansion f a c t o r  ( tax on tax  e f fec t )  
Tax E f f e c t  o f  C IAC 

CIAC Gross-Up co l l ec ted  

Refund proposed 

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

Federal taxable income 
F l o r i d a  income taxes 
C I A C  (excluding connection fees) 
C I A C  Gross-Up 
Tax depreciat ion on C I A C  

(2) Tax DeDreciation on C I A C  ( F i r s t  Year) 
Contr ibuted property addi t ions - 1996 
Depreciat ion r a t e  

(4) 

Page 1 o f  4 

8.236 

7,355 
-0- 

(254) 
7.101 

22.64% 
1.608 

El 

1.2927 
2,079 

P 

356 

-0- 

(18.998) 
1,026 

(356) 
(7,355) 

55;257- 
29,574 

6,760 
.0375 

254 

(3) E f f e c t i v e  Marqinal Tax Rate 
The company's e f f e c t i v e  marginal tax r a t e  on C I A C  i s  22.64% (see page 2) 

(4) Expansion Factor 
Expansion f a c t o r  = 1 1 = 1.2927 

1-Tax Rate 1- .2264 



ORTEGA UTILITY COMPANY 

CIAC Gross-Up Report 
Above-The-Line Tax L iab i  1 i ty  

Tax Year Ended December 31. 1996 

Federal taxable income 
F lo r ida  income taxes 
CIAC (excluding connection fees) 
C IAC Gross-Up 
Tax deprec iat ion on C I A C  

Total - a l l  con t r ibu ted  proper ty  
Current year  addi t ions 

Adjusted taxable income 

F lo r ida  Taxable Income (Above-The-Line1 
Regular taxable income 
A l te rna t i ve  minimum tax  preferences 
A l te rna t i ve  minimum exemption 
A l te rna t i ve  minimum taxable income 

F l o r i d a  Income Tax (Above-The-Line) 
A l te rna t i ve  minimum t a x  a t  3.3% 
Emergency exc ise tax  

Federal Taxable Income (Above-The-Line) 
A l te rna t i ve  minimum taxable income 
F1 o r ida  i ncme tax  
A l te rna t i ve  minimum taxable income 

Federal Income Tax (Above-The-Line1 
A l te rna t i ve  minimum tax  (20%) 

Total Income Taxes (Above-The Line) 

E f f e c t i v e  Combined Tax Rates 

Page 2 o f  4 

Inc lud ing  Excluding 
C I A C  C IAC O i  f ference 

(18,998) (18.998) 
1,026 

(356 

-0- 
-0- 

7,355 
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- 

(32.7801 (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) E f f e c t i v e  marginal t a x  r a t e  on C I A C  



ORTEGA UTILITY COMPANY 

CIAC Gross-Up Report 
Schedule o f  Income Tax Return In format ion 

Tax Year Ended December 31. 1996 

Form 1120 - Paqe 1 
Sales 
I n t e r e s t  Income 
Other Income - Taxable CIAC 
Other Income 

Tota l  Income 
Compensation o f  O f f i c e r s  
Sa lar ies  
Bad Debts 
Rents 
Taxes 
I n t e r e s t  
Depreciat ion 
Employee Benef i t s  
Other Deductions 

Tota l  Deductions 

Federal Taxable Income 

Form 1120 - Schedule M-1 
Net Income Per Books 
Federal Income Tax - Current Year 
Taxable C I A C  
L i f e  Insurance on O f f i c e r  
Federal Income Tax - Refund Claim 
Stockholder I n t e r e s t  Accrued 
Stockholder I n t e r e s t  Paid 
Deferred Income Taxes 
Amort izat ion o f  ITC 
Amort izat ion - CIAC Gross-Up 
Depreciat ion - Tax Over Book 
Gain on Disposal o f  Equipment 

Tax Comoutation 
Federal Taxable Income 
Add Back F l o r i d a  Income Tax 
A l t e r n a t i v e  Minimum Tax Preferences 
A l t e r n a t i v e  Minimum Exemption 
F l o r i d a  A l t e r n a t i v e  Minimum Taxable Income 

A l t e r n a t i v e  Minimum Tax (3.3%) 
F l o r i d a  Emergency Excise Tax 
Tota l  F l o r i d a  Income Tax 

F l o r i d a  A l t e r n a t i v e  Minimum Taxable Income 
F l o r i d a  Income Tax 
Federal A l t e r n a t i v e  Minimum Taxable Income 

Federal A l t e r n a t i v e  Minimum Tax (20%) 

Page 3 o f  4 

1,396,617 
1.804 
8.236 

111844 
1.418.501 

97.509 
178.562 

8.088 
4,338 

159,032 
143,495 
209.91 1 

49,332 
587.232 

1.437.499 

(18.9981 

53,002 
1,406 
8,236 

10.638 
(6.459) 
35,429 

(33,387) 
25,869 
(1,809) 

(20,642) 
(94,281) 

3.000 
(18,998) 

( 18,998) 
1,026 

58,807 
(32.780) 

8,055 

266 
760 

1,026 

8,055 
(1.026) 
7.029 

1.406 



. 

ORTEGA UTILITY COMPANY 

CIAC Gross-Up Report 
CIAC Tax Impact Account 

Tax Year Ended December 31. 1996 

Balance i n  escrow account 12-31-95 
CIAC Gross-Up b i l l e d  i n  1996 (Net) 
Interest  
Estimated tax payments (96) 
Transfers - operating account (net) 

Balance i n  escrow account 12-31-96 

Page 4 o f  4 

25,130 
356 
648 

(1 1,094) 
( 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 us4 

EFFECTIVE DATE: October 20, 1996 

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 UTILITY C OMPANY 
WATER TARIFF 

HELD FOR FUTLTRE US3 

EFFECTIVE DATE: October 20, 1996 

TYPE OF FILING: Cancellation of Gross-up Tariff Authority 

ALAN W. POTTER SR. 
ISSUING OFFICER 

PRESIDENT 
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. 19.0 

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 



ORTEGA UTILITY COMPANY 
905 N o d  Suret  

JacksonviUe. Florida 32211-5793 
Phone: 904 I 7 2 5 4 6 1 6  

July 16, 1996 

Ms. Connie L. IcCaskill 
Supervisor/Limited Filings 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0873 

RECEIVED 

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 ClAC Gross-up collected and 
the accountant's calculations which established no refund required covering the year 
ended December 31, 1995. 

The current ClAC 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, 

L -  

President 

AWP Slmgh 

Enclosures 



ORTEGA UTILITY COMPANY 

CIAC Gross-Up Report 
Tax E f fec t  o f  C IAC 

Tax Year Ended December 31. 1995 

CIAC - t o t a l  per re tu rn  
CIAC - meter connection fees 
CIAC - Gross-Up 

Less above-the-line loss (see schedule below) 
Less tax depreciat ion on C I A C  ( f i r s t  year) 
Net taxable C I A C  
E f f e c t i v e  marginal tax r a t e  (3) 

Expansion f a c t o r  ( tax on tax  e f fec t )  
l a x  E f f e c t  o f  C IAC 

CIAC Gross-Up co l lected 

Refund proposed 

(4) 

Page 1 o f  5 

249,745 
(4.709) 

188.151) 
156,885 

-0- 
(3.657) 

153.228 
41.90% 
64.203 
1.7212 

110,506 

88.151 

-0- 

Above-The-Line 
(1) Taxable Income - Excluding C I A C  

Federal taxable income 
F1 o r i  da i ncome taxes 
CIAC (excluding connection fees) 
C IAC Gross-Up 
l a x  depreciat ion on C I A C  
Below-the-1 ine-operating expenses (page 4) 
Below-the-line i n t e r e s t  expense (page 4) 

173.960 
7,508 

(156,885) 
(88.151) 
55.139 
48;799 
39.663 
80.033 

(2) l a x  DeDreCiatiOn on C I A C  ( F i r s t  Year) 
Contr ibuted property addi t ions - 1995 
Depreciat ion r a t e  

97,527 
.0375 
3.657 

(3) E f f e c t i v e  Marginal l a x  Rate 
The company's e f f e c t i v e  marginal t ax  r a t e  on C I A C  i s  41.90% (see page 2) 

(4) Expansion Factor 
Expansion fac to r  = 1 1 = 1.7212 

1-Tax Rate 1-.4190 



ORTEGA UTILITY COMPANY 

CIAC Gross-Up Report 
Above-The-Line Tax L i a b i l i t y  

Tax Year Ended December 31, 1995 

Federal taxab le  income 
F l o r i d a  income taxes 
C I A C  (excluding connection fees) 
C I A C  Gross-Up 
Tax deprec iat ion on C I A C  

Total - a l l  cont r ibuted property 
Current year  add i t ions  

Below-the-1 i n e  operating expenses (page 4) 
Below-the-line i n t e r e s t  expense (page 4) 
Adjusted taxable income 

F l o r i d a  Taxable Income (Above-The-Line) 
Adjusted taxab le  income 
Exemption 

F l o r i d a  Income Tax (Above-The-Line) 
Income tax  a t  5.5% 
EET c r e d i t  (net) 

Federal Taxable Income (Above-The-Line1 
Adjusted taxab le  income 
F l o r i d a  income tax  

Federal Income Tax (Above-The-Line) 
15% r a t e  on 50.000 .._... 

25% r a t e  on 50,000 t o  75,000 
34% r a t e  on 75.000 t o  100.000 
39% r a t e  on 100,000 t o  335,000 

Tota l  Income Taxes (Above-The Line) 

E f f e c t i v e  Combined Tax Rates 

Page 2 o f  5 

Inc lud ing  Excluding 
CIAC C IAC Di f ference 

173.960 173.960 -0- 
7.508 7.508 -0- 

(156,-885) 156,885 
(88.151) 88.151 

55,139 55.139 -0- 
(3 I 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  ;OOO) (5 .-OOO) -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 1.055 7.445 
80;421 -0- 80;421 
102,67 1 14,805 87,866 

117,876 16,734 101,142 

36.67% 20.91% 41.90% ~- 

(1) E f f e c t i v e  marginal tax r a t e  on C I A C  



ORTEGA UTILITY COMPANY 

C I A C  Gross-Up Report 
Schedule o f  Income Tax Return In format ion 

Tax Year Ended December 31. 1995 

Form 1120 - Paqe 1 
Sales 
I n t e r e s t  Income 
Other Income - Taxable CIAC 
Other Income 

Tota l  Income 
Compensation o f  O f f i ce rs  
Sa lar ies  
Bad Debts 
Rents 
Taxes 
I n t e r e s t  
Depreciat ion 
Employee Benef i ts  
Other Deductions 

Federal Taxable Income 

Tota l  Deductions 

Form 1120 - Schedule M-1 
Net Income Per Books 
Federal Income Tax 
Taxable C I A C  
L i f e  Insurance on O f f i c e r  
Penal t i e s  
Stockholder In te res t  Accrued 
Stockholder In te res t  Paid 
Deferred Income Taxes 
Amort izat ion o f  I T C  
Amort izat ion - C I A C  Gross-Up 
Deprec iat ion - Tax Over Book 

Tax Computation 
Federal Taxable Income 
Add Back F l o r i d a  Income Tax 
F l o r i d a  Exemption 
F l o r i d a  Taxable Income 

F l o r i d a  Income Tax - 5.5% 
F l o r i d a  EET Cred i t  (Net) 
Tota l  F l o r i d a  Income Tax 

Federal Income Tax (Various Rates) 

Page 3 o f  5 

1.297.962 
623 

249.i45 
7.731 

1.556.061 
90.604 

206;971 
11.962 
5,486 

162,566 
174,757 
220.761 
33,965 

475.029 
1.382.101 

173,960 

61,871 
51,094 

249.745 
10.638 
2.240 

39,418 
(79,081) 
(33.231) 
(1,809) 

(19.748) 
1107.177) 

173,960 

9,706 
12.198) 

7,508 

51,094 



ORTEGA UTILITY COMPANY 

C I A C  Gross-Up Report 
Below-The-Line Operating Expenses and I n t e r e s t  

Tax Year Ended December 31. 1995 Page 4 o f  5 

Bel ow-The-Line 
ODeratinq Exoenses Water Sewer Tota l  
Authorized Per Rate Case: 

Operating revenues 538.156 83 1,429 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-line operating expenses l i m i t e d  
t o  operat ing income not rea l i zed  8,856 39,943 48,799 

Note: The company had a r a t e  case f o r  the t e s t  year  ended June 30, 1994 which 
resu l ted  i n  Order No. 95-1376 which was issued November 6, 1995. The order 
provided f o r  an annual increase i n  operating revenues o f  $529 f o r  water and 
$90,086 f o r  sewer. The new rates were no t  i n  e f f e c t  u n t i l  December 1. 1995. 
Cer ta in  operating expenses i n  1995 were no t  covered by the r a t e  s t ruc tu re  i n  
e f f e c t  p r i o r  t o  December 1, 1995 and are considered below-the-l ine operating 
expenses. 

% 

Bel ow-The-Line 
I n t e r e s t  Exoense 
Stockholder Loans: 

I n t e r e s t  pa id  and deducted per  t a x  re tu rn  
I n t e r e s t  accrued and expensed per  annual repo r t  

Below-the l i n e -  i n t e r e s t  expense 

79,081 
(39.418) 

39.663 

Note: The company deducted i n t e r e s t  on stockholder loans when paid f o r  income tax 
purposes. Therefore a p o r t i o n  o f  i n t e r e s t  deducted i n  1995 re la tes  t o  
amounts accrued i n  p r i o r  annual reports when revenues were no t  adequate t o  
prov ide authorized operating income and fund payment o f  stockholder i n t e r e s t  
o r  p r i nc ipa l .  



ORTEGA UTILITY COMPANY 

C I A C  Gross-Up Report 
C IAC Tax Impact Account 

Tax Year Ended December 31. 1995 

Balance i n  escrow account 12-31-94 
CIAC Gross-Up b i l l e d  i n  1995 (Net) 
Interest  
Bank charges 
Federal estimated tax payments (95 
Transfers - operating account (net 

Balance i n  escrow account 12-31-95 

Page 5 o f  5 

666 
88,151 

225 
(15) 

(68,000) 
4.103 

25,130 



FIFIH REVISED SHEET NO. 20.0 
CANCELS FOURTH REVISED SHEET NO. 20.0 

COMPANY NAME ORTEGA UTlLlM COMPANY 
WATER TARIFF 

TAX GROSS-UP OF ClAC 

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 Contributlons 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@) was amended to 
reclassify ClAC (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 ClAC 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 ClAC 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 
calculatlon, collection, and reporting of ClAC 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 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 f int 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-UD: 

Depreciable Plant: 

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

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

EFFECTIVE DATE: DECEMBER 15,1994 

TYPE OF FILING: ClAC GROSS-UP 

ALAN W. POVER SR. 
ISSUING OFFICER 

PRESIDENT 
TITLE 



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

COMPANY W E  ORT'EGA UTILITY COMPANY 
WATER TARIFF 

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

Where: 
CP = Contributed plant 
T L =  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 ClAC tax gross-up amounts, as determined by using the appropriate formula, 
shall be deposited a s  received into a fully funded Interest bearing escrow account, hereinafter 
referred to a s  the WAC Tax Account.' Monies in the ClAC Tax Account may be withdrawn 
periodically for !he purpose of paying that portion of the estimated Federal and State income tax 
liability which is directly attributable to the ClAC 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. ClAC tax gross-up monies received during the tax year 
that are in excess of the actual amount of ClAC 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 ClAC Tax Account. A detailed statement of the ClAC tax account and the annual 
determination of actual tax liability attributable to the receipt of ClAC 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 ClAC tax monies collected by a utility shall not be treated as ClAC for 

All developer agreements in which ClAC tax monies are required shall indicate the amount 

ratemaking purposes. 

of such monies separately from any other ClAC amounts required, as  well a s  !he Tax Gross-Up 
formula utilizing the appropriate values. The agreement shall reflect that the authority for the 
collection of ClAC gross-up derives from this tariff. 

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

TYPE OF FILING: ClAC GROSS-UP PRESIDENT 
nnE 



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

COMPANY NAME ORTEGA unLm COMPANY 
WASTEWATER TARIFF 

TAX GROSS-UP OF ClAC 

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 ClAC (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 ClAC it collects. 

Since the amount of this additional tax liability is directly attributable to the contributors 
(developers, builders, etc.) of the CIAC, those utililes that are authorized by the Florida Public 
Service Commission to collect the tax effect of ClAC 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 ClAC 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 marglnal rate of 
federal and state corporate income tax related to 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: 

Full Gross-Uo: 

Depreciable Plant: 

For utilities using straight-line depreciation for tax purposes, the gross-up formula shall 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. POlTER SR. 
ISSUING OFFICER 

TYPE OF FILING: ClAC GROSS-UP PRESIDENT 
TITLE 



F1FiI-l REVISED SHEET NO. 19.0 
CANCELS FOURTH REVISED SHEET NO. 19.0 

COMPANY NAME ORTEGA u n L m  COMPANY 
WASTEWATER TARIFF 

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

Where: 
CP = Contn'buted 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 ClAC 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 ClAC Tax Account may be withdrawn 
periodically for the purpose of paying that portion of the estimated Federal and State income tax 
liabiliiy which is directly attn'butable to the ClAC 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 Slate income tax liability that is 
directly attributable to the receipt of CIAC. ClAC tax gross-up monies received during the tax year 
that are in excess of the actual amount of ClAC 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 ClAC Tax Account. A detailed statement of the ClAC tax account and the annual 
determination of actual tax liability attributable to the receipt of ClAC 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 ClAC tax monies collected by a utility shall not be treated as ClAC for 
ratemaking purposes. 

of such monies separately from any other ClAC 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 ClAC gross-up derives from this tariff. 

All developer agreements in which ClAC tax monies are required shall indicate the amount 

EFFECTIVE DATE DECEMBER 15. 1994 ALAN W. POlTER SR. 
ISSUING OFFICER 

lYPE OF FILING: ClAC GROSS-UP PRESIDENT 
n m  



ORTEGA UTILITY COMPANY 
905 Noah Street 

Jacksonde. Florida 32211-5793 
Phone 904 1725-4616 

November 13, 1995 

- -- 
Ms. Connie L. McCaskill, Supervisor/Limited 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, 

7 
-/$-~ - 

,- ',,- ,/ I, .I , 

Alan W. Potter, Sr. 
President 

': '. 

AWP Slmgh 

Enclosures 



NOTICE 
January 31,  1995 

TO: Mr. Alan Potter, President 
-&4=sg*--- Ortega Utility Company 
-- 905 North Street 
&S~=€&U~&xxL Jacksonville, Florida 32211-5793 

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: 

signed copies o f  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 
workpapers which show the treatment of CIAC on the tax returns. 

(1) a detailed statement of the CIAC tax impact account; 
( 2 )  

( 3 )  

In addition, please provide the following information: 
(1) 

( 2 )  

( 3 )  the amount of CIAC collected for the reporting period; 
(4) 
(5) 

(6) the proposed amount of refund and interest, if any; and 
( 7 )  

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

the amount of gross-up collected for the reporting period; 
calculation of the amount of over or under collection of CIAC gross- 
UP ; 

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 n o t  
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 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. 

U This utility does not gross up. 

Dated this &bay  of Nov. , 1995 
C p a w  Official and Title 9” ALAN Wr. POTTER SR., PRESIDENT 



C I A C  R E P O R T  
FOR T A X L E  YEAR E?fDED December 3 I ,-IS'-% 

coM?.m: ORTEGA UTILITY COMPANY 

TOTAL ' &ON 
COMPANY JURISDICTIONAL IuRISDIcI-iONitL 

c:.4c GOsr."p a t e  usui Assets: 58.079%; Cash 60.333% 

( 1 )  See attached 4 page schedule f o r  analysis of CIAC Gross-up collected and calculated 
proposed refund f o r  the year ended December 31, 1994.  

( 2 )  Tax returns will be made available f o r  audit if required. 
(3) Copies of tariff pages regarding gross-up are attached hereto. 

. . 



ORTEGA UTILITY COMPANY 

C I A C  Gross-Up Report 
Tax E f fec t  o f  CIAC 

Page 1 o f  4 Tax Year Ended December 31, 1994 

C I A C  - t o t a l  per re tu rn  
C I A C  - meter connection fees 
C I A C  - Gross-Up 

Less above-the-line loss (see schedule below) (1) 

Net taxable C I A C  
Less tax depreciat ion on C I A C  ( f i r s t  year) (2) 

Ef fec t i ve  marginal t ax  r a t e  (3) 

Expansion fac to r  ( tax on tax  e f fec t )  
Tax E f fec t  o f  C I A C  

C I A C  Gross-Up co l lec ted  

Refund proposed 

(4) 

268.765 
(4.425) 

(i00.4ai) 
163.859 

(3.493) 
-0- 

160,366 
42.12% 
67,546 
1.277 
116,699 

100.481 

-0- 

Above-Tk-Line 
(1) Taxable Income - Excludina C I A C  

Federal taxable income 
F lo r ida  income taxes 

C I A C  (excluding connection fees) 
C I A C  Gross-Up 
Tax depreciat ion on C I A C  

288,923 
15.606 
304,529 
(163,859) 
(100.481) 
51.678 

(2) Tax Depreciat ion on C I A C  ( F i r s t  Year) 
Contr ibuted property addi t ions - 1994 
Depreciation' r a t e  . 

(3) E f fec t i ve  Marqinal Tax Rate 
The company's e f f e c t i v e  marginal tax ra te  on C I A C  i s  
42.12% (See Page 2 o f  4) 

93,145 
.0375 
3,493 

(4) ExDansion Factor 
- - 1 = 1.7277 Expansion f a c t o r  = 1 

1-Tax Rate 1--4212 

S M O A K .  D A V I S  6: N l X O N  



ORTEGA UTILITY COMPANY 

CIAC Gross-Up Report 
Schedule of Income Tax Return Information 

Tax Year Ended December 31. 1994 Page 3 of 4 

Form 1120 - Paqe 1 
Sales 
Interest  Income 
Other Income - Taxable CIAC 
Other Income 

Total Income 
Compensation of Officers 
Salaries 
Bad Debts 
Rents 
Taxes 
Interest 
Depreciation 
Advertising 
Employee Benefits 
Other Deductions 

Total Deductions 

Federal Taxable Income 

Form 1120 - Schedule M-1 
Net Income Per Books 
Federal Income Tax 
Taxable CIAC 
Gain on Sale o f  Vehicle 
Life Insurance on Officer 
Penal ties 
Stockholder Interest  Accrued 
Stockholder Interest  Pa id  
Deferred Income Taxes 
Amortization o f  ITC 
Depreciation - Tax Over Book 

.Tax Computation 
Federal Taxable Income 
Add Back Florida Income Tax 
Florida Exemption 
Florida Taxable Income 

Florida Income Tax - 5.5% 
Florida EET Credit (Net) 
Total Florida Income Tax 

Federal Income Tax (Various Rates) 

1.246.647 
843 

268.765 
3;123 

1.519.378 
86,509 

164,325 
7.594 
4,599 

173,229 
110,807 
211,950 

238 
29.725 

441 479 
1,230.455 

288.923 

62,669 
95.930 

268.765 
500 

10.638 
5.610 

33;575 
(7,412) 

(66.505) 
(997) 

(113,850) 
288.923 

288,923 
15,606 
(5,000) 

299,529 

16,474 
(868) 

15.606 

95,930 

S M O A K .  D A V I S  6 N l X O N  



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

COMPANY NAME ORTEGA umlm COMPANY 
WATER TARIFF 

TAX GROSS-UP OF ClAC 

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, Sectlon 118@) was amended to 
reclassify ClAC (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 ClAC it collects. 

Since the amount of this additional tax liability is directly attn'butable 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 ClAC are required to collect the amount from those 
contributors. 

By Orders Nos. 16971,23541, PSC-92-096l-FOF-WS, PSC-92-0961A-FOF-WS. and PSC-94- 
1265FOF-WS, the Commission established specific guidelines for a utility to administer In the 
calculation, collection, and reporllng of ClAC tax liabilities a s  well as in the refundlng 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 grossup, or 
Yax 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-Uo: 

Depreciable Plant: 

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

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

EFFECllVE DATE. DECEMBER 15.1994 

TYPE OF FILING: ClAC GROSS-UP 

ALAN W. POTIER SR. 
ISSUING OFFICER 

PRESIDENT 
TiTLE 



FIFW 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 
n =  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 ClAC 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 ClAC Tax Account may be withdrawn 
periodically for the purpose of paying that portlon of the esllmated Federal and State income tax 
liability which is directly attributable to the ClAC 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. ClAC tax gross-up monies received during the tax year 
that are in excess of the actual amount of ClAC tax liability, including interest earned on such 
excess monies, shall be refunded on a pro rata bask to the contributors of the CIAC. The utility 
shall maintain adequate records to account for the receipt, deposit, and withdrawal of monies in 
the ClAC Tax Account. A detailed statement of the CIAC tax account and the annual 
determinatlon of actual tax liability attributable to the receipt of ClAC shall be submitted no later 
than 120 days after the date of flllng of the tax return for the applicable year. The Utlllty shall 
submit all information in accordance with the requirements established by the Commission. 

3) The amount of ClAC tax monies collected by a utility shall not be treated as ClAC for 

All developer agreements in which ClAC tax monies are required shall indicate the amount 

ratemaking purposes. 

of such monies separately from any other ClAC 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 ClAC gross-up derives from this tariff. 

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

TYPE OF FILING: CiAC GROSS-UP PRESIDENT 
m u  



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 utllity. Such amounts were, therefore, tax exempt. 

However, pursuant to the Federal Tax Reform Act of 1986, Section 118(b) was amended to 
reclassify ClAC (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 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 ClAC are required to collect the amount from those 
contributors. 

By Orders Nos. 16971, 23541, PSC-92-096l-FOF-WS, PSC-92-0961A-FOF-WS, and PSC-94- 
126CFOF-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 all property and cash contributions 
included in the taxable income of the Utility, including the tax applicable to the tax gross-up, or 
?ax 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 shall be: 

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

EFFECTIVE DATE DECEMBER 15. 1994 

lYPE OF FILING: CIAC GROSS-UP 

ALAN W. POTER SR. 
ISSUING OFFICER 

PRESIDENT 
TITLE 



FIFTH REVISED SHEET NO. 19.0 
CANCELS FOURTH REVISED SHEET NO. 19.0 

COMPANY NAME ORTEGA unLiTy COMPANY 
WASTRHATER TARIFF 

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

Where: 
CP = Contributed plant 
n =  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 ClAC 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 ClAC 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 ClAC 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. ClAC tax gross-up monies received during the tax year 
that are in excess of the actual amount of ClAC tax Ilabllity, 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 ClAC Tax Account. A detailed statement of the ClAC tax account and the annual 
determination of actual tax liability attributable to the receipt of ClAC 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. 

ratemaking purposes. 

of such monies separately from any other ClAC 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 ClAC gross-up derives from this tariff. 

3) The amount of ClAC tax monies collected by a utility shall not be treated as ClAC for 

All developer agreements in which ClAC tax monies are required shall Indicate the amount 

EFFECTIVE DATE: DECEMBER 15.1994 

TYPE OF FILING: ClAC GROSS-UP 

ALAN W. POTTER SA. 
ISSUING OFFICER 

PRESIDENT 
TITLE 



ORTEGA UTILITY COMPANY 
905 NORTH STREET 

JACKSONVILLE, F LORIDA 3221 1.5793 

PHONE 904 / 7254616 

J u n e  3 ,  1994 

M s .  Conn ie  M c C a s k i l l ,  S u p e r v i s o r  L i m i t e d  F i l i n g s  
F l o r i d a  P u b l i c  S e r v i c e  Commission 
101  East Gaines S t r e e t  
T a l l a h a s s e e ,  F l o r i d a  32399-0873  

Re: R e p o r t  r e q u i r e d  by O r d e r  No. 1 6 9 7 1  - S t a t u s  of Gross-Up f o r  
Tax E f f e c t  of C o n t r i b u t i o n s  i n  A i d  of C o n s t r u c t i o n  f o r  t h e  
y e a r  ended  December 3 1 ,  1 9 9 3 .  

Dear  Ms. M c C a s k i l l :  

We a r e  e n c l o s i n g  h e r e w i t h  t h e  a b o v e  r e f e r e n c e d  r e p o r t  c o v e r i n g  
t h e  y e a r  ended  December 3 1 ,  1 9 9 3 .  

As you may know, O r t e g a  U t i l i t y  Company h a s  b e e n  i n  a n  u n d e r -  
e a r n i n g  s i t u a t i o n  f o r  s e v e r a l  y e a r s .  T h i s  h a s  c o m p l i c a t e d  o u r  
f i n a n c i a l  s i t u a t i o n  and  we a r e  n o t  i n  a p o s i t i o n  t o  make a r e f u n d  
t o  t h e  d e v e l o p e r s .  T h e r e f o r e ,  we a g a i n  r e q u e s t  t h a t  a n y  r e f u n d  
be a p p l i e d  a s  a c o n t r i b u t i o n  i n  a i d  of c o n s t r u c t i o n  i t e m ,  r a t h e r  
t h a n  a r e q u i r e d  r e f u n d .  

Q u e s t i o n s  p e r t a i n i n g  t o  t h i s  f i l i n g  may be  d i r e c t e d  t o  e i t h e r  
m y s e l f  o r  Ray 0 .  Avery ,  D i v e r s i f i e d  U t i l i t y  S e r v i c e s ,  I n c . ,  7 6 7  
B l a n d i n g  B o u l e v a r d ,  S u i t e  1 0 6 ,  Orange  P a r k ,  F l o r i d a  3 2 0 6 5 .  

Very t r u l y  yo 

4 
P o t t e r ,  S r .  

P r e j $ i d e n t  

AWP/amh 



NOTICE 
January 20, 1994 

TO: 1Ir. Alan Potter, President 
Ortega Utility Company 
hcon building, Suite 3 
6957 Lillian L a d  
Jacksonville, FL 32211-5850 

FROM: CHARLES €I. HILL, DIBBCTOR. 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 rho have requested and obtained 
approval to gross up the tax effect of CIAC to submit the following information: 

a detailed statement of the CIAC tax impact account; 
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 
workpapers which show the treatment of CIAC on the tax returns. 

(1) 
( 2 j  

(3) 

In addition, please provide the following information: 
(1) 

(2) 

(3) 
(4) 
(5) 

(6) the proposed amount of refund and interest, if any; and 
(7) 

the actual above-the-line tax liability before the effect of CIAC is 
taken into consideration; 
the actual above-the-line tax liability after the effect of CIAC is 
taken into consideration; 
the amount of CIAC collected for the reporting period; 
the amount of gross-up collected for the reporting period; 
calculation of the amount of over or under collection of CIAC gross- 
UP : 

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 32393-0873 

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 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 McCaskill at (904) 488-8482. 

This utility does not gross up. 0 
Dated t h i s  3rd day of June , 1004 

any Official and T i t l .  ,’ 



C I A C  R E P O R T  
31 19 93 FOR TAXRETURN YEAR Eh’DED D2cEM2E3 .-I - 

CoMPANyr ORTEGA UTILITY CO.XPAN4 

TOTAL ‘ NON 
COMPAh” JLTRISDICTONA L IuRISDIC7IONAL 

1. 

2. 

3. 

4. 

c <. 
6. 
7. 

6. 

9. 

Tocrl CIAC 

T a d  Conncuion Fcer 

To& l n d a t i o n  Feu 

Total Prepaid Conneaion Fscr ( x u  io (2)) 

To& ?:pk F-- 

T d  Jack d: Borc F a  

ClAC Tuable B e a u x  d A r n d m c n 1  lo Se4oa 116 

Deprccjation on m 
Taxable Income E f f d  of (7) 

10. Form 1120, Line 11 

11. LESS: Form 1120, Line 27 

12. Form 1120. Line 28 

13. LESS: Form 1120, Line Wa 

14. LESS: Form 1120, Line 29b 

1;. Form 1120, Line 30 

16. LESS: NU CIAC Tmblc  Beau.% dTR4 ‘86 (froom Line (9)) ( 1 
17. PL us(ms): 0th~ cu-c Ellcur or TRA ’86 (anadmi) 

1 S. Adj’usM Form 1120, Lioe 30 5 S 5 

Current Comhincd Federal 6. Side T u  Rue % 

5 s S 
( ) 

22. Net CIAC Gross-up To Be Applicd To Line (9) S (1) s (1) s (1) 

04C Gross-u Rote UrCd5” 566 ,% 
( 1 ) S E E  AgTACHED SCHEDULES OF EXHIBIT ”A” FOR ANALYSIS OF C.I.A.C. GROSS-UP COLLECTED AND 

CALCULATED PROPOSED REFUND FOR THE YEAR ENDED DECEMBER 31,1953. 
(2)TAX RETURNS W I L L  BE MADE AVAILABLE FOR AUDIT IF  REQUIRED. 
( 3 ) C O P I E S  OF TARIFF PAGES REGARDING GROSS-UP ARE ATTACHED HERFTO AS EXHIBIT “ B ” .  
(4)DUE TO COMPANY’S WEAKENING FINANCIAL P O S I T I O N ,  WE HEREBY REQUEST PERMISSION TO CHANGZ 

THE PROPOSED REFUND AND ACCRUED INTEREST T O  C.I .A.C.  RATHER THAN MAKING A CASH REFUND. 



ORTEGA U T I L I T Y  C O M P A N Y  
SOURCE:(Line r e fe rences  a r e  

f r o m  C I A C  r e p o r t s )  

1 Form 1120, L i n e  30 ( L i n e  15) 
2 Less C I A C  ( L i n e  7) 
3 Less Gross -up  c o l l e c t e d  ( L i n e  19) 
4 Add F i r s t  Year's Depr .  on C I A C  ( L i n e  8 )  
5 Add/Less  O t h e r  E f f e c t s  ( L i n e s  20 h 21) 
6 
7 A d j u s t e d  Income B e f o r e  C I A C  and  G r o s s - u p  
8 
9 C I A C  
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

Less f i rs t  y e a r s  d e p r .  ( L i n e  8) 

T a x a b l e  income a n d  C I A C  b e f o r e  NOL 

A b o v e - t h e - l i n e  NOL C a r r y f o r w a r d  

Net t a x a b l e  income and  C I A C  a f t e r  NOL 

Remain ing  N O L  C a r r y f o r w a r d  

Net T a x a b l e  C I A C  
E f f e c t i v e  s t a t e  and  f e d e r a l  t a x  r a t e  

Net income t a x  o n  C I A C  
Less I T C  r e a l i z e d  

Net income  t a x  
E x p a n s i o n  f a c t o r  f o r  g r o s s - u p  t a x e s  

Gross-up  r e q u i r e d  t o  p a y  t a x  e f f e c t  
Less C I A C  g r o s s - u p  c o l l e c t e d  ( L i n e  19) 

P r o p o s e d  r e f u n d  ( e x c l u d i n g  i n t e r e s t )  
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ORTECA U T I L I T Y  COMPANY 
S c h e d u l e  of Tax on C I A C  and  P roposed  Refund 

For  t h e  Taxab le  Year  Ended December 3 1 ,  1993 
( U n a u d i t e d )  

T o t a l  t a x a b l e  C I A C  (Sch.No.2)  
Less: F i r s t  Year's D e p r e c i a t i o n  on C I A C  (Sch.No.5)  

Net T a x a b l e  C I A C  

Above t h e  L ine  N . O . L .  c a r r y  Forward 

Add above  t h e  l i n e  t a x a b l e  income ( l o s s )  
b e f o r e  C I A C  (Sch.No.2) ( 3 )  

T a x a b l e  C I A C  P l u s  Above L i n e  T a x a b l e  Income (loss) 

Net t a x a b l e  C I A C  
E f f e c t i v e  s t a t e  and  f e d e r a l  t a x  r a t e  

T o t a l  t a x  on C I A C  b e f o r e  c r e d i t s  
Less :  I n v e s t m e n t  Tax C r e d i t  

216,808.11 
8 ,130 .30  

224 ,938.41  

0.00 

Net Income t a x  on C I A C  
Expans ion  f a c t o r  f o r  g r o s s - u p  t a x e s  

T o t a l  

7 0 , 4 1 4 . 0 5  
1.5807 

111,303.49  

Less C I A C  g r o s s - u p  c o l l e c t e d  126 ,723 .70  

P roposed  R e f u n d  15 ,420 .21  

Note: ( 1 )  I n t e r e s t  Net of t a x  was c a l c u l a t e d  as  follows: 
- - - - - - - - - -  
- _ _ L - _ _ _ _ _  

I n t e r e s t  e a r n e d  on g r o s s - u p  (Soh.No.2)  
E f f e c t i v e  Tax R a t e  

Tax on I n t e r e s t  
T o t a l  I n t e r e s t  p e r  Above 

Net I n t e r e s t  

rn 
817.35  

37 .08  

303 - 07 
817.35  
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ORTEGA U T I L I T Y  C O M P A N Y  
Above a n d  b e l o w  t h e  l i n e  t a x a b l e  i n c o m e  (loss) 

F o r  t h e  T a x a b l e  Year Ended December  3 1 ,  1993  
( U n a u d i t e d )  

Above t h e  l i n e  t a x a b l e  income. (loss) 

G r o s s  r e c e i p t s / s a l e s  
D e d u c t i o n s :  

I n t e r e s t  e x p e n s e ( S c h  3- l o f  5 )  
D e p r e c i a t i o n C S c h  3- 2 o f  5 )  
O p e r a t i o n s ( S c h  3- 4 o f  5 )  
O t h e r  d e d u c t i o n s ( S c h  3- 5 o f  5 )  

O t h e r  T a x a b l e  Income:  
Meter F e e s  
G a i n  on  D i s p o s i t i o n  o f  U t i l i t y  P r o p e r t y  

T a x a b l e  income (loss) b e f o r e  C I A C  

J 993 

1 , 2 3 5 , 8 3 6 . 6 3  

7 7 , 9 9 4 . 0 9  
1 5 1 , 3 6 3 . 7 4  
3 6 5 . 1 2 1 . 3 9  
4 0 3 , 9 4 8 . 0 5  

9 9 8 , 4 2 7 . 2 7  

2 , 1 0 6 . 3 1  
2 , 1 3 0 . 0 0  

2 4 1 , 6 4 5 . 6 7  

C I A C :  
T a x a b l e  C I A C  o t h e r  t h a n  m e t e r s ( S c h  4 )  21 6 , 8 0 8 . 1 1  
C I A C  g r o s s - u p  1 2 6 , 7 2 3 . 7 0  
I n t e r e s t  on C I A C  g r o s s - u p  t o  1 2 / 3 1  o f  Y r .  r e c e i v e d  817.35 

3 4 4 , 3 4 9 . 1 6  
Above t h e  l i n e  t a x a b l e  i n c o m e ( 1 o s s )  
B e f o r e  f i r s t  y e a r ' s  d e p r e c i a t i o n  d e d u c t i o n  5 8 5 , 9 9 4 . 8 3  

Below t h e  Llpe t a x a p J e  income  ( lo s s1  
I n c o m e :  

I n t e r e s t / d i v i d e n d s  
O t h e r  

Refund  W o r k e r s  Comp 1992  
R e n t s  
S t a t e  S a l e s  t a x  c o l l e c t i o n s  & 14 i sc .  

T o t a l  non  j u r i s d i c t i o n a l  i ncome  

D e d u c t i o n s :  
I n t e r e s t ( S c h  3- 1 o f  5 )  
D e p r e c i a t i o n ( S c h  3- 2 o f  5 )  
O t h e r  - O p e r a t i o n s ( S c h  3 -  4 o f  5 )  
O t h e r  - O t h e r  D e d u c t i o n s ( S c h  3- 5 o f  5) 

T o t a l  non  j u r i s d i c t i o n a l  e x p e n s e s  

Below t h e  l i n e  t a x a b l e  i n c o m e  (loss) 
T o t a l  t a x a b l e  income  ( l o s s )  ( L i n e  2 8 )  

7 4 7 . 1 2  

1 , 5 9 1 . 0 0  
3 , 6 0 0 . 0 0  

5 . 8 8  

5 , 1 9 6 . 8 8  

4 3 , 8 7 1 . 6 8  
7 8 , 7 6 6 . 2 3  
9 9 , 2 4 4 . 2 0  
5 0 , 6 3 4 . 2 8  

2 7 2 , 5 1 6 . 3 9  
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O R T E G A  U T I L I T Y  C O M P A N Y  
Above and Below t h e  L i n e  Tax Expenses  - I n t e r e s t  

( U n a u d i t e d )  
I n t e r e s t  Expense u9.3 

T o t a l  l o n g  term d e b t  
C a p i t a l  s t o c k  
Earned  S u r p l u s  

T o t a l  D e b t  and C a p i t a l  

1 ,162 ,775 .06  
600,000.00 
394 ,359.454 

T o t a l  r a t e  base 2 ,158 ,947 .30  
L e s s :  P l a n t  i n v e s t m e n t  i n  1987 a n d  l a t e r  t o  

b e n e f i t  1987 T e s t  Y r .  Cus tomers  which was 
d i s a l l o w e d  i n  Ra te  Case (Sch .  No.3, 3 of 5 )  774 ,973 .00  

Less :  Customer d e p o s i t s  N /  A 

Ra te  b a s e  re la ted  t o  l o n g  term d e b t  

Debt i n  e x c e s s  of r a t e  b a s e  

P e r c e n t  of e x c e s s  d e b t  

T o t a l  t a x  i n t e r e s t  e x p e n s e  
A m o r t i z a t i o n  of d e b t  c o s t  
Less: i n t e r e s t  on c u s t o m e r  d e p o s i t s  

I n t e r e s t  on l o n g  term d e b t  121 ,865 .77  
d e b t  & c a p i t a l  i n  e x c e s s  of r a t e  base from above  0 .36  

Below t h e  l i n e  i n t e r e s t  e x p e n s e  

Summary 
Above t h e  l i n e  i n t e r e s t ,  l o n g  term d e b t  
I n t e r e s t  on cus tomer  d e p o s i t s  

T o t a l  above  t h e  l i n e  i n t e r e s t  
Below t h e  l i n e  i n t e r e s t ,  l o n g  term d e b t  

T o t a l  i n t e r e s t  expense  p e r  r e t u r n  

I n t e r e s t  p e r  a n n u a l  r e p o r t  
I n t e r e s t  Allowed b y  F . P . S . C .  b u t  n o t  I B S  

N e t  t a x  i n t e r e s t  

* A c t u a l  e a r n e d  s u r p l u s  ( d e f i c i t )  p e r  Annual R p t .  
Note:For  above  p r e s e n t a t i o n ,  losses were n o t  
o f f s e t  a g a i n s t  e a r n e d  s u r p l u s  a s  i t  would 
d i s t o r t  a c t u a l  e x c e s s  d e b t  i n  s y s t e m  t h a t  
s u p p o r t s  losses i n c u r r e d  t o  d a t e .  

43 ,871 .68  

77 994.09 
N / A  

Sch . No. 3 
Page 1 o f  5 
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O R T E G A  U T I L I T Y  C O M P A N Y  
Above a n d  Below t h e  L i n e  Tax E x p e n s e s - D e p r e c i a t i o n  

( U n a u d i t e d )  

2 ( a ) .  Componen t s  o f  d e p r e c i a t i o n  1p91 

P l a n t  d e p r e c i a t i o n  
D e p r e c i a t i o n  on c u r r e n t  y e a r  C I A C  

D e p r e c i a t i o n  on  p r i o r  y e a r s  C I A C  
c o l l e c t i o n s  -See Soh.  5 

c o l l e c t i o n s  - S e e  S c h .  5 

144,349.95 

8,130.30 

34,759 a71 

T o t a l  d e p r e c i a t i o n  ( l i n e  2 1 b ,  1120) 187,239.96 ---------- ---------- 
( b ) .  Above a n d  b e l o w  t h e  l i n e  d e u r e c i a t i o n  

Above t h e  l i n e :  
P l a n t  d e p r e c i a t i o n  
P l a n t  u s e d  a n d  u s e f u l  

187,239.96 
100% 

D e p r e c i a t i o n  on P l a n t  Used & U s e f u l  187,239.96 

Less: 
Tax D e p r e c i a t i o n  on p l a n t  p l a c e d  i n  s e r v i c e  
s u b s e q u e n t  t o  12/31/87 Rate Case to meet 
r e g u l a t o r y  r e q u i r e m e n t s  f o r  s e r v i c e  t o  
e x i s t i n g  c u s t o m e r s  w h i c h  was d i s a l l o w e d  b y  
F.P.S.C. ( S e e  S c h . 3 ,  3 o f  5) 44,006.52 

Sub t o t  a1 143,233.44 

F i r s t  y e a r ' s  d e p r e c i a t i o n  on  t a x a b l e  C I A C  8,130.30 

T o t a l  a b o v e  t h e  l i n e  d e p r e c i a t i o n  151,363.74 

Below t h e  l i n e :  
Non j u r i s d i c t i o n a l  d e p r e c .  d e d u c t e d  a b o v e  44,006.52 
D e p r e c i a t i o n  on p r i o r  y e a r s  C I A C  c o l l e c t i o n s  34,759.71 

T o t a l  b e l o w  t h e  l i n e  d e p r e c i a t i o n  78,766 -23 

T o t a l  d e p r e c i a t i o n  
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ORTEGA UTILITT COHPANT 
Above and  Below t b e  L i n e  Tax E x p e n s e s  

( U n a u d i t e d )  
2. Cont inued  
Note: D e p r e o i a t i o n  on p r i o r  y e a r s  C I A C  has been c l a s s i f i e d  be low t h e  l i n e  
s i n o e  t h e  b e n e f i t  of suoh d e p r e c i a t i o n  w i l l  b e  r e t u r n e d  t o  t h e  rate P a y e r s  
t h r o u g h  t h e  n o r m a l i z a t i o n  p r o o e s s .  

D e p r e o i a t i o n  on O t i l i t y  P l a n t  f o r  p o r t i o n  added  s i n o e  12/31/87 ( R a t e  Cas0 
T e a r )  t h a t  Commission D i s a l l o w e d  as a Pro fo rma :  

C.w.1.P. a t  12/31/87 ( R a t e  Case 
Test T e a r )  no d e p r e o i a t i o n  a l l o w e d  171,572.00) 

a v e r a g e  b a l a n c e s  140,966.001 312,538.00 -1987 
D i s a l l o w e d  beoause  of r e d u o t i o n  t o  

1988 p l a n t  a d d i t i o n a s  t h a t  we i n -  
c l u d e d  i n  Proforqss t o  serve ex- 
i s t i n g  o u s t o m a r s  i n  1987 Rate Case 
whioh was d i s a l l o w e d  i n  Rate Case 13,074.00 325,612.00 -1988 

S u b t o t a l  1988 325,612.00 

1989 p l a n t  a d d i t i o n s  t h a t  were i n o l u d e d  
i n  p ro fo rma  t o  serve e x i s t i n g  o u s t o m e r s  
i n  1987 Rate Case whioh was d i s a l l o w e d  
i n  Rate Case 338,045.00 663,657.00 -1989 

1990 p l a n t  a d d i t i o n s  t h a t  were i n o l u d e d  
i n  p ro fo rma  t o  s e r v e  e x i s t i n g  o u s t o m e r s  
whioh was d i s a l l o w e d  i n  %ate Case 0.00 663,657.00 -1990 

i n  proforma t o  serve e x i s t i n g  o u s t o m e r s  
which was d i s a l l o w e d  i n  Rate Case* 111.316.00 774~973.00 -1991 

1991 p l a n t  a d d i t i o n s  t h e t  were i n o l u d e d  

1988 P l a n t  A d d i t i o n s  325,612.00 12,210.00 23.506.00 
1989 P l a n t  A d d i t i o n s  338,045.00 0.00 12.677.00 
1990 P l a n t  A d d i t i o n s  0.00 0.00 0.00 
1991 P l a n t  A d d i t i o n s  111.3 16.00 0.00 0.00 

774,973.00 12,210.00 36,183.00 
Aooum. Depre.  139,705.00 

Net 635.268.00 

1991 1992 1993 

1990 

21,741.00 
211,403.00 

0.00 
0.00 

46,144.00 

T o t a l  

1988 P l a n t  A d d i t i o n s  20.113.00 18,602.00 17,261.44 113,433.44 
1989 P l a n t  A d d i t i o n s  20,881.00 20,881.00 19,312.51 98,154.51 
1990 P l e n t  A d d i t i o n s  0.00 0.00 0.00 0.00 
1991 P l a n t  A d d i t i o n s  4.119.00  8.036.OQ 7.432.57 19.642.52 

45,168.00 47,519.00 44,006.52 231,230.52 

* T o t a l  c a p i t a l  e x p e n d i t u r e s  a p p l i c a b l e  t o  1987 
i n c l u d e d  i n  L i m i t e d  P r o o e e d i n g - f i l e d  end  of 1991 ( 1 )  774,973.00 
Less: Amount a o c o u n t e d  for on p r i o r  g r o s s - u p  r e p o r t  669.657.09 
A d d i t i o n s  i n o l u d e d  f o r  1991 111,316.DO 

( 1 ) L i m i t e d  p r o o e e d i n g  a p p l i e d  d i r e o t l y  t o  t h o s e  Soh. No.3 
items d i s a l l o w e d  i n  p r i o r  Rate Case. P a g e  3 of 5 
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ORTEGA U T I L I T Y  C O M P A N Y  
Above and Below t h e  L i n e  E x p e n s e s - O p e r a t i o n  Exp. 

t i o n  Expenses  ( l i n e  12-25, 
less  i n t e r e s t  d e p r e c i a t i o n )  

D e t a i l  Expenses  a s  f i l e d :  
Compensa t ion  o f  O f f i c e r s  
S a l a r i e s  and Wages 
R e p a i r s  & Main tenance  
Bad D e b t s  
R e n t s  
Taxes  - S t a t e  Income & E x c i s e  Tax 
Taxes  - O t h e r  
C o n t r i b u t i o n s  
A d v e r t i s i n g  
P e n s i o n  & P r o f i t  S h a r i n g  
Employee B e n e f i t  Programs 

85,106.76 
173,091.21 

0.00 
1 1  , 908.86 

( 1 )  13,752.91 
17,720.58 

149,422.14 
0.00 
19.96 
0.00 

(2) 13,343.11 

S u b t  o t  a1 464.365.59 

Less I tems above  r e c l a s s e d  a s  

( 1 )  S a l a r i e s  n o t  c o v e r e d  by r a t e s  b a s e d  
Below L i n e  Items: 

on 12/31/87 Rate Case Year 74,721.97 

c l a s s e d  below l i n e  

r a t e s  based  on 12/31/87 Rate Case Year ( 1 )  11,179.06 

based  on 12/31/67 Rate Case (2) 13,343.17 
(5) S t a t e  Income & Emergency E x c i s e  Tax 0 . 0 0  

(2) Taxes  & o t h e r  misc.  o r i g i n a l l y  0 .00  

(3) R e n t a l  Cos t  Inc reases  n o t  c o v e r e d  by 

(4) Employee B e n e f i t s  n o t  c o v e r e d  by r a t e s  

S u b t o t a l  Non J u r i s d i c t i o n a l  O p e r a t i o n  E x p e n s e s  99,244.20 

J u r i s d i c t i o n a l  O p e r a t i o n  Expenses  365,121.39 - - - - - - - - - -  - - - - - - - - - -  
Sch .  N O . ~  

Page 4 of 5 
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O R T E G A  U T I L I T Y  COMPANY 
Above and  Below t h e  L i n e  E x p e n s e s - o t h e r  d e d u c t i o n s  

4. D e t a i l  of O t h e r  D e d u c t i o n s  a s  fi_l_e_d_: 
P u r c h a s e d  water  
D iese l  & P r o p a n e  
E l e c t r i c i t y  
L a b o r  
Chemica ls  
S u p p l i e s  0 & M 
S u p p l i e s  - O f f i c e  
C o n t r a c t  S e r v i c e s  - E n g i n e e r i n g  
C o n t r a c t  S e r v i c e s  - G t h e r  
C o n t r a c t  S e r v i c e s  - A c c o u n t i n g  h L e g a l  
I n s u r a n c e  
Miscel laneous E x p e n s e s  
R e g u l a t o r y  Commission E x p e n s e  
T r a n s p o r t a t i o n  E x p e n s e  
P u r c h a s e d  Sewage  Trea tment  
A m o r t i z a t i o n  o f  Legal E x p e n s e  
A m o r t i z a t i o n  o f  D e b t  E x p e n s e  
A m o r t i z a t i o n  o f  Rate Case E x p e n s e  
S u b t o t a l  

13,122.00 
1,910.14 

137,553.54 
0.00 

23,745.15 
10,981.22 
13991 9 56 

0.00 
111,518.52 

( 1 )  21,377.36 
45,345.98 
7 514.53 

0.00 
11,116.27 

(2) 37,783.92 
0.00 

(3) 956.94 
18,694.11 

455,539.27 

Less: I tems Above Reclassed: 
( 1 )  Misc. E x p e n s e  o r i g i n a l l y  c l a s s e d  

b e l o w  l i n e  500.00 
(2) A m o r t i z a t i o n  of  d e b t  c o s t  

R e c l a s s i f i e d  t o  i n t e r e s t  (3) 956.94 
(3) P o r t i o n  of p u r c h a s e d  sewage t r e a t m e n t  

d i s a l l o w e d  i n  l a s t  Rate Case (2) 36,013.92 
(4) L i t i g a t i o n  Exp.  f o r  t e r r i t o r y  d i s p u t e  

& o t h e r  t h a t  e x c e e d e d  c o s t  a l l o w e d  i n  
Rate Case (1 )  11,307.54 

(5) Increase a c c o u n t i n g  c o s t  n o t  p p o v i d e d  
f o r  in l a s t  Rate Case. R e q u e s t  m a d e / d e n i e d  ( 1 )  2.812.82 

S u b t o t a l  -non j u r i s d i c t i o n a l  o t h e r  d e d u c t i o n s  
i n c l u d i n g  r e c l a s s i f i c a t i o n s  51.591.22 

J u r i s d i c t i o n a l  o t h e r  d e d u c t i o n s  403,048.05 _ _ _ - - _ _ _ - -  _ _ _ - _ - _ _ - _  
J u r i s d i c t i o n a l  o t h e r  d e d u c t i o n s  f r o m  a b o v e  
i n c l u d i n g  r e c l a s s i f i c a t i o n s  51,501.22 

Less :  D e b t  e x p e n s e  r e c l a s s i f i e d  as i n  i n t e r e s t  9 5 6 2 9 4  
Won J u r i s d i c t i o n a l  o t h e r  d e d u c t i o n s  
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ORTEGA U T I L I T Y  COMPANY 
C I A C  R E C A P  

Taxable C I A C  

Meters : 

Taxable C I A C  -Gross-up C o l l e c t e d  

Taxable C I A C  -Gross-up Not C o l l e c t e d  

Taxable C I A C  o t h e r  than meters  

T o t a l  Taxable 

Non-Taxable C I A C  

T s f .  from Advances f o r  Cons truc t ion  

T o t a l  

T o t a l  C I A C  

1991 
2.106.3  1 

2 1 6 , 8 0 8 . 1 1  

0.00 

216,808.1l- 

2 1 8 . 9 1 4 . 4 2  

0.00 

Note: Advances f o r  Cons truc t ion  balance  1 2 / 3 1 / 9 3  2 6 , 3 4 0 . 0 0  - - - - - - - - -  --------- 
Soh. N O . ~  



C I A C  - Year Amount 

1987 67,437.64 

1988 41,386.68 

1989 260,259.62 

1990 87,328.81 

1991 9,663.84 

1992 121,609.95 

1993 216,808.11 

Current  Year 
D e p r e c i a t i o n  

Prior Year 
D e p r e c i a t i o n  

E X H I B I T  " A "  
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O R T E G A  U T I L I T Y  C O M P A N Y  
S c h e d u l e  o f  D e p r e c i a t i o n  o n  T a x a b l e  C I A C  

1987 I2_s_e 1989 .199_O 
2,528.91 4,868.32 4,502.81 4,165.62 

1,552.00 2,987.70 2,763.39 

9,759.74 18,788.14 

3,274.83 

2,528.91 1,552.00 9,759.74 3,274.83 

1921 rn 
31852.71 3,296.35 

2,556.46 2,364.42 

7,377.53 16,076.24 

6,304.27 5,830.74 

362.39 607.63 

4,560.37 

362.39 4,560.37 

0.00 4,868.32 7,490.51 25,717.15 30,090.97 28,265.38 

D e p r e c i a t i o n  R a t e s  (20 y e a r  p r o p e r t y ) :  

Year Rate 

1 .0375 
2 .07219 
3 .06677 
4 .06177 
5 .057 13 
6 .05285 
7 .04888 
8 .Oh522 
9-20 .04461 
21 .02231 

rn 
31049.53 

2,022.98 

14,868.63 

5,394.30 

645.25 

8,779.02 

8,130.30 

8,130.30 

34,759.71 
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THIRD REVISED SHEET NO. 20.0 
CANCELS SECOND REVISED SHEET NO. 20.0 

COMPANY W E  ORTEGA UTIUTY COMPANY 
WAER TARIFF 

TAX iMPACT OF ClAC 

Prior to the Congressional 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 Congressional Tax Reform Act of 1986, Section 118(b) was amended 
to reclassify ClAC (both cash and property) as 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 tax on the 
ClAC it collects. 

Since the amount of this additional tax liability 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 ClAC tax 
liabilities as foliows: 

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 impact of the CIAC. 

2) The tax impact amount to be collected shall be 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 ail property 
contributions shall be utllired to reduce the tax impact collected. 

The tax impact amount to be collected shali be determined using the following formula: 
Full Gross UD: 

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

(CL*( 1/( 1-CTR))) Land (and Cash): 

Where: 
CP = Contributed plant 
n I 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 

TYPE OF FIUNG: ClAC (FINAL AUTHORITY) 

ALAN W. POlTER 
ISSUING OFFICER 

PRESIDENT 
TITLE 
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N N  
-MI 

ME ORTEGA UTILITY COMPANY 
F 

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

3) The ClAC 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 ClAC 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 ClAC conveyed to the utility. Annually, following the preparation and flilng of the 
utility's annual Federal and State income tax returns, a determination shall be made by the 
Commission as the actual Federal and Stale income tax expense that is directly attributable to the 
receipt of CIAC. ClAC tax Impact monies received during the tax year that are in excess of the actual 
amount of ClAC 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 01 monies in the CIAC Tax Impact escrow account. 
A detailed statement of the ClAC Tax impact Account, including the annual determination of actual 
tax expense attributable to the receipt of CIAC, shall be submitted as e part of the utlllty's annual 
report. The utility shall submlt all information in accordance with the requirements established by the 
Commission. 

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

All developer agreements in which ClAC tax monies are required shall indicate the amount of 
such monies separately from any other ClAC 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 

TYPE OF FILING: ClAC (FINAL AUTHORITY) 

ALAN W. POTTER 
ISSUING OFFICER 

PRESIDENT 
TITLE 



.. ,, 
;i> i., ti 1993 

NOTICE 
February IS, 1993 

RE1- REPORT REQUIRED BY ORDER NO. 16971 - STATUS OF GROSS UP FOR TAX EFFECT OF 
CONllUElllTONS INAID OF C O N ~ U C I I O N  

Onias Nos 16971 a n d 2 4 I 2 9 ~  &Wa who have mque&dandobtoincd appmvaltops up the t m e f f e c t  
of mcto submit the foarowllg injomalim 

( I )  
(2) 

a detailed staIemmt of the CL4C tax impact account; 
signed copies of the utilily’s Federal and State income tax returns or complete the attached CUC 
r e p t  (provided signed copies of your tm rem are available to staff upon request for review and 
audit); and 
workpapers which show the treatment of CL4C on the tax return. (3) 

In addition, please provide the following infonnm’on: 
( I )  
(2) 
(3) 
(4) 
(5) 
(6) 
(7) 

the actual above-the-line tax Iiabilily before the effect of CL4C is taken into consideration; 
the actual above-the-line tm liabilily afer the effect of CIAC is taken into consideration; 
the amount of CL4C collected for the repoHing period; 
the amount of gross-up collected for the reporling pno& 
calculation of the amount of over or under collection of CL4C gross-up; 
the proposed amount of refind and interest, if any; and 
the proposed method of refind 

Please send the above information to the following address: 

Connie L. McCaskiII, Supervisor/Limited Filings 
Florida Public Senice Commission 
101 East Gaines Street 
Tallahassee, FL 323W0873 

I f  you are not currently grossing up for CIAC or have never grossed up, please check the box below and sign and 
ream this p q e  on&, 

Facsimile copies do not satisfy the filing requirements. 

The rep* is a public document under the stahites. Requests for confidential treatment must be made in accordance 
I Informarion. 

The report is due thirty (30) days afer Federal and Stde tax return for 1992 have been filed. 

If you have any questions, call Connie McCaskiII or Shem’ Meodor at (904) 488-8482. - - This utility does 

Cornimny Oftichi and Title 



ORTEGA UTILITY COMPANY 
6957 LILLIAN ROAD 

JACKSONVILLE, FLORIDA 37.211 

PHONE 904 I7254616 

J u n e  3 0 ,  1 9 9 3  

M s .  C o n n i e  M c C a s k i l l ,  S u p e r v i s o r  L i m i t e d  F i l i n g s  
F l o r i d a  P u b l i c  S e r v i c e  Commiss ion  
101  E a s t  Gaines  S t r e e t  
T a l l a h a s s e e ,  F l o r i d a  32399-0873  

Re: Report  r e q u i r e d  by  O r d e r  No. 16971  - S t a t u s  o f  Gross -Up  f o r  
Tax E f f e c t  of C o n t r i b u t i o n s  i n  A i d  o f  C o n s t r u c t i o n  f o r  t h e  
y e a r  e n d e d  December 3 1 ,  1 9 9 2 .  

Dear M s .  M c C a s k i l l :  

We are  e n c l o s i n g  h e r e w i t h  t h e  a b o v e  re ferenced  r e p o r t  c o v e r i n g  
t h e  y e a r  e n d e d  December 3 1 ,  1 9 9 2 .  

As you may know, Ortega U t i l i t y  Company h a s  b e e n  in a n  u n d e r -  
e a r n i n g  s i t u a t i o n  f o r  s e v e r a l  y e a r s .  T h i s  h a s  c o m p l i c a t e d  o u r  
f i n a n c i a l  s i t u a t i o n  a n d  we a r e  n o t  i n  a p o s i t i o n  t o  make a r e f u n d  
t o  t h e  d e v e l o p e r s .  T h e r e f o r e ,  we again r e q u e s t  t h a t  a n y  r e f u n d  
b e  a p p l i e d  a s  a c o n t r i b u t i o n  i n  a i d  o f  c o n s t r u c t i o n  i t em,  r a t h e r  
t h a n  a r e q u i r e d  r e f u n d .  

Q u e s t i o n s  p e r t a i n i n g  t o  t h i s  f i l i n g  may b e  d i r e c t e d  t o  e i t h e r  
m y s e l f  o r  Ray 0 .  A v e r y ,  D i v e r s i f i e d  U t i l i t y  S e r v i c e s ,  I n c . ,  7 6 7  
B l a n d i n g  B o u l e v a r d ,  S u i t e  1 0 6 ,  O r a n g e  P a r k ,  F l o r i d a  3 2 0 6 5 .  

P r e s i d e n t  

AWP/amh 



C I A C  R E P O R T  
FOR TAXRETURN YEAR Eh'DED DECEMBER 9-9 31 19% 

COMPANY: ORTEGA U T I L I T Y  COMPANY 

TOTAL NON 
COMPANY JURISDICTIONAL JURISDICTIONAL 

1 .  To& CIAC 

2. Tor& Connedm Fecr 

3. Total I n d a t i o n  Fecr 

4. Tord Prepid ConnecLion Fces (nc4 b (2)) 

5. Totd Tap-L; Fs;- 

6. Told Jack 6 Bore Feer 

7. CIAC Taxable B - u s  of Amwdmmt to Scaion I18  

8. Dcprccinuon on m 
9. Tzxzble Income E f f a t  of (7) s s s 

IO.  Form 1120. Line 11 s s 5 
11. LESS:Form 1120, Line27 ( ) (  ) (  1 
12. Form 1120, Line 28 s 5 s 
13. LESS: Form 1120, Line 29a ( ) 

14. LESS: Form 1120. Line 296 ( ) 

17. Form 1120. ~ i n c  30 a s s 
16. LESS: Ncc CIAC Tmhle Because of TRA '86 (from Line (9)) ( ) (  1 
17. PLUS(LESS): Other CIAC Effcs  of TRA ,886 (anaclrcd) 

IS .  Adj'usd Form 1120. Line 30 5 s 5 

22. Net CIAC Gross-up To Be Applied To Line (9) s (1) 5 ( 1 )  5 (1) 

C I C  Gross-up Rnrc U d 5 9 .  566 % 
( 1 ) S E E  ATTACHED SCHEDULES OF EXHIBIT "A" FOR ANALYSIS OF C . I . A . C .  GROSS-UP COLLECTED AND 

( 2 ) T A X  RETURNS WILL BE MADE AVAILABLE FOR AUDIT I F  REQUIRED. 
( 3 ) C O P I E S  OF TARIFF PAGES REGARDING GROSS-UP ARE ATTACHED HERETO AS E X H I B I T  "B". 
(4)DUE TO COMPANY'S WEAKENING FINANCIAL POSITION,  WE HEREBY REQUEST PERMISSION TO CHANGE 

CALCULATED PROPOSED REFUND FOR THE YEAR ENDED DECEMBER 31,1992. 

THE PROPOSED REFUND AND ACCRUED INTEREST TO C.I .A.C.  RATHER THAN MAKING A CASH REFUND. 



O R T E G A  U T I L I T Y  C O M P A N Y  
SOURCE:(Line r e f e r e n c e s  a re  

f r o m  C I A C  r e p o r t s )  

1 Form 1 1 2 0 ,  L i n e  3 0  ( L i n e  1 5 )  
2 Less  C I A C  ( L i n e  7 )  
3 Less  G r o s s - u p  c o l l e c t e d  ( L i n e  1 9 )  
4 Add F i r s t  Year ' s  Depr .  o n  C I A C  ( L i n e  8)  
5 A d d / L e s s  O t h e r  E f f e c t s  ( L i n e s  2 0  h 2 1 )  
6 
7 A d j u s t e d  I n c o m e  B e f o r e  C I A C  a n d  G r o s s - u p  
8 
9 C I A C  
1 0  
11 L e s s  f i r s t  y e a r s  d e p r .  ( L i n e  8 )  
1 2  
13 T a x a b l e  i n c o m e  a n d  C I A C  b e f o r e  N O L  
14  
1 5  A b o v e - t h e - l i n e  NOL C a r r y f o r w a r d  
16 
17 Net t a x a b l e  income  a n d  C I A C  a f t e r  NOL 
1 8  
19 R e m a i n i n g  N O L  C a r r y f o r w a r d  
20 
21 Net T a x a b l e  C I A C  
22  E f f e c t i v e  s t a t e  a n d  f e d e r a l  t a x  r a t e  
23 
24  Net i n c o m e  t a x  on C I A C  
2 5  L e s s  I T C  r e a l i z e d  
26 
27 Net i n c o m e  t a x  
2 8  E x p a n s i o n  f a c t o r  f o r  g r o s s - u p  t a x e s  
29 
3 0  G r o s s - u p  r e q u i r e d  t o  p a y  t a x  e f f e c t  
31 Less  C I A C  g r o s s - u p  c o l l e c t e d  ( L i n e  1 9 )  
3 2  
3 3  P r o p o s e d  r e f u n d  ( e x c l u d i n g  i n t e r e s t )  
34 
3 5  
36 
37  
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O R T E G A  U T I L I T Y  COMPANY 
S c h e d u l e  o f  Tax on C I A C  a n d  P roposed  Refund 

F o r  t h e  T a x a b l e  Yea r  Ended December 3 1 ,  1992 
( U n a u d i t e d )  

m 
T o t a l  t a x a b l e  C I A C  (Sch.No.2)  121 ,609 .95  
Less: F i r s t  Year's D e p r e c i a t i o n  on C I A C  (Sch.No.5)  4 ,560 .37  

Net Taxab le  C I A C  117 ,049 .58  

Above t h e  L i n e  N . O . L .  c a r r y  Forward 0 .00  

Add above  t h e  l i n e  t a x a b l e  income (loss) 
b e f o r e  C I A C  (Sch.No.2) ( 3 )  155 ,363 .74  

T a x a b l e  C I A C  P l u s  Above L i n e  T a x a b l e  Income (loss) 272 ,413 .32  - - - - - - - - - -  - - - - - - - - - -  
Net t a x a b l e  C I A C  
E f f e c t i v e  s t a t e  and f e d e r a l  t a x  r a t e  

T o t a l  t a x  on C I A C  b e f o r e  c r e d i t s  
Less :  I n v e s t m e n t  Tax C r e d i t  

117,049.50 
33.71 

39,457.41 
231.56 

Net Income t a x  on C I A C  
Expans ion  f a c t o r  f o r  g r o s s - u p  t a x e s  

T o t a l  

3 9 , 2 2 5 . 0 5  
1.5807 

62 ,004 .30  

Less C I A C  g r o s s - u p  c o l l e c t e d  72 ,420 .33  

Proposed  Refund 10 ,416 .03  - - - - - - - - - -  - _ _ _ _ _ _ _ _ _  
Note: ( 1 )  I n t e r e s t  Net o f  t a x  was c a l c u l a t e d  a s  f o l l o w s :  

Em 
I n t e r e s t  e a r n e d  on g r o s s - u p  (Sch .No.2)  4138.07 
E f f e c t i v e  Tax Ra te  33 .71  

Tax on I n t e r e s t  
T o t a l  I n t e r e s t  p e r  Above 

1394.94  
4138.07 



EXHIBIT "Aa 
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ORTEGA UTILITY COMPANY 
Above and below the line taxable income (loss) 
For the Taxable Year Ended December 31, 1992 

(Unaudited) 

Above the line taxable income (loss) 

Gross receipts/sales 
Deductions: 

Interest expense(Sch 3- l o f  5) 
Depreciation(Sch 3- 2 o f  5) 
Operations(Sch 3- 4 o f  5) 
Other deductions(Sch 3- 5 of 5) 

Other Taxable Income: 
Meter Fees 
Gain on Disposition o f  Utility Property 

Taxable income (loss) before CIAC 

w 
1,034,775.55 

67,775.65 
99,116.01 

325,436.03 
394,434.12 

886,761.81 

7,350.00 
0.00 

1551363.74 

CIAC: 
Taxable CIAC other than meters(Sch 4) 121,609.95 

Interest on CIAC gross-up to 12/31 of Yr. received 4,138.07 

198,168.35 

CIAC gross-up 72,420 - 33 

Above the line taxable income(1oss) 
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 
Reimburse 1991 Expenses 

Total non jurisdictional income 

h Misc. 

Deductions: 
InterestcSch 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 jurisdictional expenses 

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

3531532.09 

658.26 
3,078.66 
152.00 

3,300.00 
5.39 

306.06 

7 t 500.37 

47 1098.34 
75,784.38 
101,832.08 
18,521.40 

243,236.20 

(235 , 735.83) 
113,655.19 

Sch. N O . ~  
- - - - - - - - - -  - - - - - - - - - -  
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ORTEGA UTILITY COMPANY 
Above a n d  Below t h e  L i n e  T a x  E x p e n s e s  - I n t e r e s t  

( U n a u d i t e d )  
1 .  I n t e r e s t  E x p e n s e  m 

T o t a l  l o n g  term d e b t  
C a p i t a l  s tock  
E a r n e d  S u r p l u s  

T o t a l  D e b t  and  C a p i t a l  

T o t a l  r a t e  base 
Less: P l a n t  i n v e s t m e n t  i n  1 9 8 7  a n d  l a t e r  t o  

b e n e f i t  1987  Test Y r .  C u s t o m e r s  w h i c h  was 
d i s a l l o w e d  i n  Rate Case ( S o h .  No.3, 3 o f  5 )  

Less:  C u s t o m e r  d e p o s i t s  

Rate b a s e  r e l a t e d  t o  l o n g  term d e b t  

D e b t  i n  excess  o f  r a t e  base 

P e r c e n t  o f  e x c e s s  d e b t  

T o t a l  t a x  i n t e r e s t  e x p e n s e  
A m o r t i z a t i o n  o f  d e b t  c o s t  
Less: i n t e r e s t  on c u s t o m e r  d e p o s i t s  

1 , 1 7 0 , 6 3 4 . 1 7  
6 0 0 , 0 0 0 . 0 0  
394 ,359 .45 .  

2 , 1 6 4 , 9 9 3 . 6 2  

2 , 0 4 9 , 2 4 1 . 0 0  

7 7 4 , 9 7 3 . 0 0  
N / A  

I n t e r e s t  on  l o n g  term d e b t  1 1 4 , 8 7 3 . 9 9  
% d e b t  & c a p i t a l  i n  e x c e s s  o f  r a t e  base  from a b o v e  0 . 4 1  

Below t h e  l i n e  i n t e r e s t  e x p e n s e  

Summary 
Above t h e  l i n e  i n t e r e s t ,  l o n g  term d e b t  
I n t e r e s t  on  c u s t o m e r  d e p o s i t s  

T o t a l  a b o v e  t h e  l i n e  i n t e r e s t  
Below t h e  l i n e  i n t e r e s t ,  l o n g  term d e b t  

T o t a l  i n t e r e s t  e x p e n s e  p e r  r e t u r n  

I n t e r e s t  p e r  a n n u a l  r e p o r t  
I n t e r e s t  A l l o w e d  b y  F .P .S .C.  b u t  n o t  IRS 

Net t a x  i n t e r e s t  

* A c t u a l  e a r n e d  s u r p l u s  ( d e f i c i t )  p e r  A n n u a l  Ap t .  
N o t e : F o r  a b o v e  p r e s e n t a t i o n ,  l o s s e s  were n o t  
o f f s e t  a g a i n s t  e a r n e d  s u r p l u s  a s  i t  would  
d i s t o r t  a c t u a l  e x c e s s  d e b t  i n  s y s t e m  t h a t  
s u p p o r t s  l o s s e s  i n c u r r e d  t o  d a t e .  



E X H I B I T  " A "  
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O R T E G A  U T I L I T Y  COMPANY 
Above a n d  Below t h e  L i n e  Tax E x p e n s e s - D e p r e c i a t i o n  

( U n a u d i t e d )  

2 ( a ) .  Comuonen t s  of d e D r e c i a t i o n  

P l a n t  d e p r e c i a t i o n  
D e p r e c i a t i o n  on  c u r r e n t  y e a r  C I A C  

D e p r e c i a t i o n  on p r i o r  y e a r s  C I A C  

T o t a l  d e p r e c i a t i o n  ( l i n e  2 1 b ,  1 1 2 0 )  

c o l l e c t i o n s  -See  S c h .  5 

c o l l e c t i o n s  -See  S c h .  5 

( b ) .  Above a n d  b e l o w  t h e  l i n e  d e D r e c i a t i o n  

Above t h e  l i n e :  
P l a n t  d e p r e c i a t i o n  
P l a n t  u s e d  a n d  u s e f u l  

D e p r e c i a t i o n  on  P l a n t  Used h U s e f u l  

1 4 2 , 0 7 4 . 6 4  
1 0 0 %  

1 4 2 , 0 7 4 . 6 4  

Less: 
Tax  D e p r e c i a t i o n  on  p l a n t  p l a c e d  i n  s e r v i c e  
s u b s e q u e n t  t o  1 2 / 3 1 / 8 7  Rate Case t o  meet 
r e g u l a t o r y  r e q u i r e m e n t s  f o r  s e r v i c e  t o  
e x i s t i n g  c u s t o m e r s  w h i c h  was d i s a l l o w e d  b y  
F.P.S.C.  (See S c h . 3 ,  3 of 5 )  

S u b t o t a l  

F i r s t  y e a r ' s  d e p r e c i a t i o n  on  t a x a b l e  C I A C  

T o t a l  a b o v e  t h e  l i n e  d e p r e c i a t i o n  

Below t h e  l i n e :  
Non j u r i s d i c t i o n a l  d e p r e c .  d e d u c t e d  above 
D e p r e c i a t i o n  on p r i o r  y e a r s  C I A C  c o l l e c t i o n s  

T o t a l  b e l o w  t h e  l i n e  d e p r e c i a t i o n  

4 7 , 5 1 9 . 0 0  

9 4 , 5 5 5 . 6 4  

4 , 5 6 0 . 3 7  

9 9 , 1 1 6 . 0 1  

4 7 , 5 1 9  . O O  
2 8 , 2 6 5 . 3 8  

7 5  r 7  8 4 . 3 8  

T o t a l  d e p r e c i a t i o n  
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ORTEGA UTILITY COMPANY 
Above and Below the Line Tax Expenses 

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 payers 
through the normalization process. 

Depreciation on Utility Plant for portion added since 12/31/87 (Rate Case 
Year1 that Commission Disallowed as a Proforma: 

i (Unaudited1 

C.W.I.P. at 12/31/81 (Rate case 

Disallowed because of reduction to 

1988 Plant additionas that we in- 

Test Year) no depreciation allowed iii.57a.001 

average balances 140.966.001 312.538.00 -1987 

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 

in proforma to serve existing customers 
which was disallowed in Rate Case 0.00 663.657.00 -1990 

in proforma to serve existing customers 
which was disallowed in Rate Case* 111,316.00 174,913.00 -1991 

1990 plant additions that were included 

1991 plant additions that were included 

Total 714,973.00 
IC-*__---- 

Tax DeDreciation for Items not Provided for in Rate Case 

1988 Plant Additions 325.612.00 12.210.00 23,506.00 21.141.00 20,113.00 18,602.00 96.172.00 

1990 Plant Additions 0.00 0.00 0.00 0.00 0.00 0 . 0 0  0.00 
1991 Plant Additions 111.316.00 0.00 0.00 0.00 4.174.00 8 . 0 3 6 . 0 0  11,210.00 

174.913.00 12.210.00 36.183.00 46.144.00 45,168.00 41.519.00 187.224.00 
Accum. Deprec. 139,705.00 
Net 635.268.00 

‘Total capital expenditures applicable to 1987 
included in Limited Proceeding-filed end of 1991 (1) 774,913.00 
Less: Amount accounted for on prior gross-up report 663.657.00 
Additions included for 1991 111,316.00 

19B9 1990 - 1991 - 1992 Total 

1989 Plant Additions 338.045.00 0 . 0 0  iz.617.00 14.403.00 ao.e.81.00 20.881.00 78,842.00 

IlILimited proceeding applied directly to those 
items disallowed in prior Rate Case. 

Sch. No.3 
Page 3 of 5 
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ORTEGA U T I L I T Y  COMPANY 
Above and  Below t h e  L i n e  E x p e n s e s - O p e r a t i o n  Exp. 

3. O p e r a t i o n  Expenses  ( l i n e  12-25, 
1120 l e s s  i n t e r e s t  d e p r e c i a t i o n )  

De ta i l  ExDenSeS as  f i l e d :  
Compensat ion o f  O f f i c e r s  
S a l a r i e s  and  Wages 
Repairs  h Main tenance  
Bad D e b t s  
R e n t s  
T a x e s  - S t a t e  Income h E x c i s e  Tax 
Taxes  - Other 
C o n t r i b u t i o n s  
A d v e r t i s i n g  
P e n s i o n  h P r o f i t  S h a r i n g  
Employee B e n e f i t  Programs 

S u b t o t a l  

86,437.44 
170,067.70 

0.00 
4,994.32 

( 1 )  14,557.70 
0.00 

134,216.86 
0.00 

175.00 
0.00 

(2) 16.819.02 

427.268.11 

Less I t e m s  above  r e c l a s s e d  a s  

( 1 )  S a l a r i e s  n o t  c o v e r e d  by r a t e s  b a s e d  
Below L i n e  Items: 

on 12/31/87 Rate  Case Year  73 029.14 
( 2 )  Taxes  h o t h e r  misc. o r i g i n a l l y  0 .00  

c l a s s e d  below l i n e  

r a t e s  based  on 12/31/87 Rate  Case Year ( 1 )  11,983.85 

based  on 12/31/87 R a t e  Case (2) 16,819.09 

(3) Rental Cos t  I n c r e a s e s  n o t  c o v e r e d  by 

(4) Employee B e n e f i t s  n o t  c o v e r e d  by r a t e s  

(5) S t a t e  Income h Emergency E x c i s e  Tax 0 .00  

S u b t o t a l  Non J u r i s d i c t i o n a l  O p e r a t i o n  Expenses  101,832.08 

J u r i s d i c t i o n a l  O p e r a t i o n  Expenses  325,436.03 
_ _ _ _ _ _ _ _ c -  __------c- 

Sch.  No.3 
Page 4 of  5 
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O R T E G A  U T I L I T Y  C O M P A N Y  
Above and  Below t h e  L i n e  E x p e n s e s - o t h e r  d e d u c t i o n s  

4 .  Deta i l  of O t h e r  D e d u c t i o n s  as  f i l e d :  
P u r c h a s e d  water 
Diesel & Propane  
E l e c t r i c i t y  
L a b o r  
C h e m i c a l s  
S u p p l i e s  0 & M 
S u p p l i e s  - Off ice  
C o n t r a c t  S e r v i c e s  - E n g i n e e r i n g  
C o n t r a c t  S e r v i c e s  - O t h e r  
C o n t r a c t  S e r v i c e s  - A c c o u n t i n g  & L e g a l  
I n s u r a n c e  
M i s c e l l a n e o u s  Expenses  
R e g u l a t o r y  Commission Expense  
T r a n s p o r t a t i o n  E x p e n s e  
P u r c h a s e d  Sewage T r e a t m e n t  
A m o r t i z a t i o n  o f  L e g a l  Expense  
A m o r t i z a t i o n  of D e b t  Expense  
A m o r t i z a t i o n  of Rate Case Expense  
S u b t  o t a1 

Less:  Items Above Reclassed: 
(1 )  Misc. Expense  o r i g i n a l l y  c l a s s e d  

be low l i n e  
(2) A m o r t i z a t i o n  o f  d e b t  c o s t  

R e c l a s s i f i e d  t o  i n t e r e s t  
(3) P o r t i o n  o f  p u r c h a s e d  sewage  t r e a t m e n t  

d i s a l l o w e d  i n  l a s t  Rate Case 
(4) L i t i g a t i o n  Exp. f o r  t e r r i t o r y  d i s p u t e  

& o t h e r  t h a t  exceeded c o s t  a l l o w e d  in 
Rate Case 

(5) I n c r e a s e  a c c o u n t i n g  cos t  n o t  p r o v i d e d  
f o r  i n  l a s t  Rate Case. Reques t  made /den ied  

S u b t o t a l  -non j u r i s d i c t i o n a l  o t h e r  d e d u c t i o n s  
i n c l u d i n g  r e c l a s s i f i c a t i o n s  

J u r i s d i c t i o n a l  o t h e r  d e d u c t i o n s  

J u r i s d i c t i o n a l  o t h e r  d e d u c t i o n s  f rom a b o v e  
i n c l u d i n g  r e c l a s s i f i c a t i o n s  

E!% 
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 

0.00 
10,947.31 

(2) 8,426.93 
2,045.04 

(3) 2,294.76 
29.601.30 

415,250.26 

0,144.34 

2 0 , 8 1 6 . 1 4  

Less: D e b t  e x p e n s e  r e c l a s s i f i e d  as  i n  i n t e r e s t  2.294.74 

Non j u r i s d i c t i o n a l  o t h e r  d e d u c t i o n s  18,521.40 ---------- ---------- 
Sch.  N O . ~  

Page 5 of  5 
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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 

w 
7.350.00 

121,609.95 

0 .00  

121.609.95 

128.959.95 

Note: Advances for Construction balance 12/31/92 26,340.00 - - - - - - - - -  - - - - - - - - -  
Sch. N O . ~  



ORTEGA UTILITY COMPANY 
6957 LILLIAN ROAD 

JACKSONVILLE, FLORIDA p Z 1 1  

PHONE 904 I7254616 

J u n e  4 ,  1992 

M s .  Connie  M c C a s k i l l ,  S u p e r v i s o r  L i m i t e d  F i l i n g s  
F l o r i d a  P u b l i c  S e r v i c e  Commission 
101 E a s t  Gaines  S t r e e t  
T a l l a h a s s e e ,  F l o r i d a  32399-0873 

Re: R e p o r t  r e q u i r e d  b y  O r d e r  No. 16971 - S t a t u s  o f  Gross-Up f o r  
Tax E f f e c t  o f  C o n t r i b u t i o n s  i n  Aid o f  C o n s t r u c t i o n  f o r  t h e  
y e a r  ended December 3 1 ,  1991. 

Dear M s .  McCask i l l :  

We are  e n c l o s i n g  h e r e w i t h  t h e  above  r e f e r e n c e d  r e p o r t  c o v e r i n g  
t h e  year  ended December 31 ,  1991. 

Q u e s t i o n s  p e r t a i n i n g  t o  t h i s  f i l i n g  may b e  d i r e c t e d  t o  e i t h e r  
myse l f  o r  Ray 0 .  Avery,  D i v e r s i f i e d  U t i l i t y  S e r v i c e s ,  I n c . ,  767  
B l a n d i n g  B o u l e v a r d ,  S u i t e  1 0 6 ,  Orange P a r k ,  F l o r i d a  32065. 

Very t r u l y  y o v r s ,  

P r 4 s  i d  e n  t 

AWP/amh 



NOTICE 
March 31, I992 

TO: M k A h U ?  Pol6qRwhimt 
0- uriliry Gnnpany 
no3 B s g  BM 
JcbanviUr.  M d a  322445113 

FROM: ChWUES H. EmJ, DIRECT04 DMSION OF WAYATERAND WASlEKAl'ER cd,/blh- 
RE: REPORT REP- BY ORDER NO. 16971 - STATUS OF GROSS UP FOR TAX EFFECT OF 

CONTRLBVTTONS INAID OF CONSTRUc71oN 

O& Nos. I6971 and24129 required un?ifiec who have requested and obtained approval to grav up the tar @ai 
of u4c to submil the fouowiginf- 

(1) 
(2) 

a detailed statement of the CL4C tar impact account: 
signed copies of the utility's Federal and State income tax returns or coniplete the attached CL4C 
repori (provided signed copies of your tar retuni are available to staff upon request for review and 
audit); and 
workpapers which show the treatment of CL4C on the tax retunis. (3) 

I n  addition, please provide the following infomiation: 
( I )  
(2) 
(3) 
(4) 
(S) 
(6) 
(7) 

the actual above-the-line tax liability before the effect of CL4C is taken into considermion; 
the actual above-ihe-line tax liability afrer the effect of CL4C is taken into consideration; 
the amount of CUC collected for the reporting period; 
the amount of gross-up collected for the reporting period; 
calculation of the amount of over or under collection of CL4Cgross-rip; 
the proposed amount of rejirid and interest, if if any; and 
the proposed ntethod of rejmd. 

Please send the above infonnation to the following address: 

Connie L McCaskill, Supervisor/Limited Filings 
Florida Public Service Cornmission 
101 East Gaines Street 
Tallahassee, FL 32399-0873 

I f  you are not cumntly grossing up for CL4C or have never grossed up, please check the bar below and sign and 
retunr this page only. 

Facsimile copies do not satisb the filing requirements. 

The report is a public docwnent under the statutes. Requests for confidential treatment must be made in accordance 
with the provisions of Rule 2522.006, Florida Adntinistrative Code, Confidential Infomiation. 

Die report is due thirty (30) days after Federal and State tar rehinls have been filed. 

I f  you have any questions, call Connie McCaskill or Shem' Meador at (904) 4SS-8482. 

This utility does not gross I 

ALAN W. POTTER SR. 
PRESIDENT 3 1992 

4 th June Dated this - day of 



C I A C  R E P O R T  
FOR TAX RETURN YEAR ENDED DEC-ER . 31,1991 

COM'pM:  ORTEGA U T I L I T Y  COMPANY 

TOTAL NON 
COMPANY JURISDICTIONAL IURISDICIIONAL 

1. 

2. 

3. 

4. 

5. 

6. 
7. 

8. 

9. 

Total CIAC 

Total Connection F a s  

Total Instaustion F a s  

Total Prepaid Connsaion Fscr (not in (2)) 

Total Tapin Fees 

TOW Jack €i Bore F e e  

CIAC T m b l e  Bccsusa of Amendment to Socrion 1 I8 

Depreciation on (7) 

Taxable hcome Effmt of (7) s s s 

10. Form 1120. Line 11 $ d $ 

11. LESS: Form 1120. Line27 ( ) (  1 
12. Form 1120, Line 28 s $ . $  

13. LESS: Form 1120, Line Wa ( ) (  ) 

14. LESS: Form 1120. Line 296 ( ) (  ) (  1 
IS. Form 1120, Line 30 s s $ 

16. LESS: N u  CIAC Toxahlc Because of TRA '86 (from Line (9)) ( ) (  ) 

17. PLUS(LESS): Other CIAC EffecB of TRA '86 (altached) 

18. Adjusted Form 1120, Line 30 $ $ s 
__ 

Current Combined FmlCral& Stare Tax Rete % 

19. CIAC Gross-up CoUocciOns s s $ 

20.  CIAC Gross-up Refunds ( ) (  ) (  ) 

22. Net CIAC Gross-up To Be Applied To Line (9) $ (1) $ (1) $ (1) 

21. Ii,tcrc.st on gross-up mllcuions, n u  of (ILT 

CIAC Gross-up Rete Used 59. 566 % 
( 1 ) S E E  ATTACHED SCHEDULES O F  E X H I B I T  "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 ) T A X  RETURNS WILL BE MADE AVAILABLE FOR AUDIT I F  REQUIRED. 
( 3 ) C O P I E S  O F  T A R I F F  PAGES REGARDING GROSS-UP ARE ATTACHED HERETO A S  E X H I B I T  "B".  
( 4 ) D U E  TO COMPANY'S WEAKENING FINANCIAL P O S I T I O N ,  WE HEREBY REQUEST P E R M I S S I O N  TO CHANGE 

THE PROPOSED REFUND AND ACCRUED I N T E R E S T  TO C . I . A . C .  RATHER THAN MAKING .A CASH REFUND. 



EXHIBIT "A" 
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ORTEGA UTILITY COMPANY 
Schedule of Tax on CIAC and Proposed Refund 
For the Taxable Year Ended December 31, 1991 

(Unaudited) 

Total taxable CIAC (Sch.No.2) 
Less: First Year's Depreciation on CIAC (Sch.No.5) 

Net Taxable CIAC 

Above the Line N.O.L. carry Forward 

Add above the l i n e  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 

159647.99 
362.39 

15,285.60 

0.00 

3,975.78 
0.00 

Net Income tax on CIAC 
Less: CIAC gross-up (Sch.No.2) 

Interest on gross-up, net of tax (note 1 )  

Total 

Proposed Refund 1,949.45 

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 

as! 
226.52 
.2601 

58.92 
226.52 

167.60 - - - - - -  ------ 



EX HI BIT " A " 
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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) rn 
Gross receipts/sales 
Deductions: 

Interest expense(Sch 3- lof 5) 
Depreciation(Sch 3- 2 of 5) 
Operations(Sch 3- 4 of 5) 
Other deductions(Sch 3- 5 of 5) 

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

Taxable income (loss) before CIAC 

919,261.00 

97,928.46 
92,996.48 

313,691.15 
332,860.36 

837,476.45 

5,576 .50 
0.00 

87,361.05 

CIAC: 
9,663.84 Taxable CIAC other than meters(Sch 4) 

CIAC gross-up 5,757.63 
Interest on CIAC gross-up to 12/31 of Yr. received 226.52 

151647.99 
Above the line taxable income(1oss) 
Before first year's depreciation deduction 103,009.04 

Below the line taxable income (loss) 
Income : 

Interest/dividends 
Other- Subcontract Revenue Assoc. Co. 

10% Public Service Revenue 
Rents 
State Sales tax collections h Misc. 
Reimburse 1990 Expenses 

14,448.33 
0.00 
0.00 

3,900.00 
5.88 

7,260.82 

Total non jurisdictional income 25, 61 5.03 

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 jurisdictional expenses 

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

80,123.28 
75,258.97 

49,645.13 

305,607.48 

(279,992.45) 
(176,983.41) 

Sch. N O . ~  

i00,5ao.i0 

- _ _ _ _ _ _ _ _ _  - - - - - - - - - -  



EX H I  B I T It A " 
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ORTEGA U T I L I T Y  COMPANY 
Above a n d  Below t h e  L i n e  Tax E x p e n s e s  - D e t a i l  

( U n a u d i t e d )  
1. I n t e r e s t  E x p e n s e  Bx! 

T o t a l  l o n g  term d e b t  
C a p i t a l  s t o c k  
E a r n e d  S u r p l u s  

T o t a l  D e b t  a n d  C a p i t a l  

T o t a l  r a t e  base 
L e s s :  P l a n t  i n v e s t m e n t  i n  1987 a n d  l a t e r  t o  

b e n e f i t  1987 T e s t  Y r .  Cus tomers  w h i c h  was 
d i s a l l o w e d  i n  Rate Case ( S c h .  Mo.3, 3 of 5) 

Less: C u s t o m e r  d e p o s i t s  

Rate b a s e  r e l a t e d  t o  l o n g  term d e b t  

D e b t  i n  e x c e s s  of r a t e  base  

P e r c e n t  o f  e x c e s s  d e b t  

T o t a l  t a x  i n t e r e s t  e x p e n s e  
A m o r t i z a t i o n  of d e b t  o o s t  
Less: i n t e r e s t  on  c u s t o m e r  d e p o s i t s  

1,252,441.12 
589,000.00 
394,359.45' 

2,235,800.57 

2,005,842.29 

774,973 -00 
N /  A 

I n t e r e s t  on  l o n g  term d e b t  178,051.74 
% d e b t  & c a p i t a l  i n  e x c e s s  o f  r a t e  b a s e  Prom a b o v e  0.45 

Below t h e  l i n e  i n t e r e s t  e x p e n s e  

Summary 
Above t h e  l i n e  i n t e r e s t ,  l o n g  term d e b t  
I n t e r e s t  on  c u s t o m e r  d e p o s i t s  

To ta l  a b o v e  t h e  l i n e  i n t e r e s t  
Below t h e  l i n e  i n t e r e s t ,  l o n g  t e r m  d e b t  

T o t a l  i n t e r e s t  e x p e n s e  p e r  r e t u r n  

I n t e r e s t  p e r  a n n u a l  r e p o r t  
I n t e r e s t  A l l o w e d  by  I . R . S .  b u t  n o t  F .P .S .C.  

Net t a x  i n t e r e s t  

' A c t u a l  e a r n e d  s u r p l u s  ( d e f i c i t )  p e r  A n n u a l  4 p t  
N o t e : F o r  a b o v e  p r e s e n t a t i o n ,  l o s ses  were n o t  
o f f s e t  a g a i n s t  e a r n e d  s u r p l u s  a s  i t  w o u l d  
d i s t o r t  a c t u a l  excess  d e b t  i n  s y s t e m  t h a t  
s u p p o r t s  l o s s e s  i n c u r r e d  t o  d a t e .  

80,123.28 

97,928.46 
N/ A 

97,928.46 
80,123.28 

S c h  . No.  3 
P a g e  1 o f  5 
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O R T E G A  U T I L I T Y  C O M P A N Y  
Above and Below t h e  L i n e  Tax E x p e n s e s  

( U n a u d i t e d  ) 

2 ( a ) .  ComDonents o f  d e p r e c i a t i o n  

P l a n t  d e p r e c i a t i o n  
D e p r e c i a t i o n  on c u r r e n t  y e a r  C I A C  

D e p r e c i a t i o n  on p r i o r  y e a r s  C I A C  

T o t a l  d e p r e c i a t i o n  ( l i n e  2 1 b ,  1120) 

c o l l e c t i o n s  -See Sch.  5 

c o l l e c t i o n s  -See Sch.  5 

( b ) .  Above and below t h e  l i n e  d e D r e c i a t i o n  

Above t h e  l i n e :  
P l a n t  d e p r e c i a t i o n  
P l a n t  u sed  and u s e f u l  

D e p r e c i a t i o n  on P l a n t  Used & U s e f u l  

L e s s :  
Tax D e p r e c i a t i o n  on p l a n t  p l a c e d  i n  s e r v i c e  
s u b s e q u e n t  t o  12/31/87 Rate Case t o  meet 
r e g u l a t o r y  r e q u i r e m e n t s  f o r  s e r v i c e  t o  
e x i s t i n g  c u s t o m e r s  which was d i s a l l o w e d  b y  
F.P.S.C. (See  Sch .3 ,  3 o f  5) 

S u b t o t a l  

F i r s t  y e a r ' s  d e p r e c i a t i o n  on t a x a b l e  C I A C  

T o t a l  above  t h e  l i n e  d e p r e c i a t i o n  

Below t h e  l i n e :  
Non j u r i s d i c t i o n a l  d e p r e c .  d e d u c t e d  above  
D e p r e c i a t i o n  on p r i o r  y e a r s  C I A C  c o l l e c t i o n s  

T o t a l  below t h e  l i n e  d e p r e c i a t i o n  

m 
137,802.09 

362.39 

30,090.97 

137,802.09 
100% 

137,802.09 

45 168.00 

92,634.09 

362.39 

92,996.48 

45,168.00 
30,090.97 

75.258.97 

T o t a l  d e p r e c i a t i o n  168,255.45 - - - - - - - - - -  - - - - - - - - - -  
Sch .  N O . ~  

Page 2 o f  5 



EXHIBIT "A" 
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ORTEGA UTILITY COMPANY 
Above and Below the Line Tax Expenses 

(Unaudited) 
2. Continued 
Note: Depreciation on Prior years CIAC has been classified helow the line 
since the benefit of such depreciation will he returned to the rate payers 
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 

Disallowed because of reduction to 

1988 plant additionas that we in- 

Test Year) no depreciation allowed 171,572.001 

average balances 140.966.001 312.538.00 -1987 

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 

in proforma to serve existing customers 
which was disallowed in Rate Case 0.00 663,657.00 -1990 

in proforma to serve existing customers 
Which was disallowed in Rate Case. 111,316.00 774,973.00 -1991 

1990 plant additions that were included 

1991 plant additions that were included 

Total 774,973.00 _ _ _ _ _ _ _ _ _ _  __________ 
Tax Denreciation for Items not Provided for in Rate Case 

1988 Plant Additions 325.612.00 12.210.00 23.506.00 2 1 x . 0 0  20.113.00 77,570.00 
1989 Plant Additions 338.045.00 0.00 12,677.00 24,403.00 20.881.00 57.961.00 

1991 Plant Additions 11.316.00 0.00 0.00 0.00 4.174.00 4.174.00 
774,973.00 12,210.00 36.183.00 46,144.00 45,168.00 139.705.00 

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 

Cost 1988 1989 1990 1991 

1990 Plant Additions 0.00 0.00 0.00 0.00 0.00 0.00 

(1)Limited proceeding applied directly to those 
items disallowed in prior Rate Case. 

Sch. No.3 
Page 3 of 5 
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ORTEGA U T I L I T Y  C O M P A N Y  
Above and  Below t h e  L i n e  E x p e n s e s  

3. O p e r a t i o n  Expenses  ( l i n e  12-25, 
1120 l e s s  i n t e r e s t  d e p r e c i a t i o n )  

D e t a i l  Expenses  a s  f i l e d :  
Compensa t ion  of O f f i c e r s  
S a l a r i e s  and Wages 
R e p a i r s  b Main tenance  
Bad D e b t s  
R e n t s  
Taxes - S t a t e  Income h E x c i s e  Tax 
Taxes - O t h e r  
C o n t r i b u t i o n s  
A d v e r t i s i n g  
P e n s i o n  & P r o f i t  S h a r i n g  
Employee B e n e f i t  Programs 

82.41 6.45 
166,138.62 

0.00 
4,259.03 

( 1 )  15,530.46 
0.00 

134,687.41 
0.00 
0.00 
0.00 

(2) 11.278.48 

S u b t o t a l  414.271.22 

L e s s  I tems  above  r ec l a s sed  as  

( 1 )  S a l a r i e s  n o t  c o v e r e d  by r a t e s  b a s e d  
on 12/31/87 Rate Case Year 65,080.07 

(2) T a x e s  k o t h e r  misc.  o r i g i n a l l y  11,304.94 
c lassed  below l i n e  

(3) R e n t a l  Cos t  Inc reases  n o t  c o v e r e d  b y  
r a t e s  based  on 12/31/87 Rate Case Year ( 1 )  12,956.61 

( 4 )  Employee B e n e f i t s  n o t  c o v e r e d  by r a t e s  
based  on 12/31/87 Rate Case (2) 11,238.48 

Below L i n e  Items: 

( 5 )  S t a t e  Income k Emergency E x c i s e  Tax 0 .00  

S u b t o t a l  Non J u r i s d i c t i o n a l  O p e r a t i o n  Expenses  100,580.10 

J u r i s d i c t i o n a l  O p e r a t i o n  E x p e n s e s  



EXHIBIT "A" 
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ORTEGA UTILITY COMPANY 
Above and Below the Line Expenses 

4. Detail of Other Deductions as filed: 
Management Services 
Diesel h Propane 
Electricity 
Labor 
Chemicals 
Supplies 0 h M 
Supplies - Office 
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 
Sub t ot a1 

0.00 
3,665.89 

107,882.05 
0.00 

19,675.77 
17,615.61 
I O ,  996 -33 

41 1 .66  
85] 156.69 

(1) 18,891.16 
38,541 .OO 
9]668.48 

0.00 
10,125.13 

(2) 35,105.80 
0.00 

(2) 2,294.74 
24,769.92 
384,600.23 

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

(2) Amortization of debt cost 
Reclassified to interest (3) 2,294.74 

(3) Portion of purchased sewage treatment 
disallowed in last Rate Case (2) 33,336.00 

(4) Litigation Exp. for territory dispute 
EL other that exceeded cost allowed in 
Rate Case (1) 4,370.91 

(5) Increase accounting cost not provided 
for in last Rate Case. Request made/denied ( 1 )  7. 263.25 

Subtotal -non jurisdictional other deductions 

below line 41674.97 

including reclassifications 51.939 .87 

Jurisdictional other deductions 

Jurisdictional other deductions from above 
including reclassifications 51,939.87 

Less: Debt expense reclassified as in interest 2.294.74 

Non jurisdictional other deductions 
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ORTEGA U T I L I T Y  COMPANY 
C I A C  R E C A P  

Taxable C I A C  

Meters : 

Taxable C I A C  -Gross-up Collected 

Taxable C I A C  -Gross-up Not C o l l e c t e d  

Taxable C I A C  o t h e r  than meters  

Tota l  Taxable 

Non-Taxable C I A C  

T s f .  Prom Advances f o r  Cons truc t ion  

Tota l  

Tota l  C I A C  

Note: Advances f o r  Cons truc t ion  ba lance  12/31/91 

m 
5 . 5 7 6 . 5 0  

9 , 6 6 3 . 8 4  

0.00 

1 5 , 2 4 0 . 3 4  



1987 

1988 

1989 

1990 

1991 

6XHIBrT "A" 
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ORTEGA UTILITY COMPANY 
Schedule of Depreciation on Taxable CIAC 

- 1993 x222 
CIAC 

w xa2 
67.437.64 a,528.91 4.868.32 4.502.81 4.165.62 3.852.71 3.296.35 3.049.53 

41.386.68 1,552.00 2.987.70 2,763.39 2 . 5 5 6 . 4 6  2.364.42 a.022.98 

260,259.62 9.759.74 18.788.14 17,377.53 16.076.24 14,868.63 

87.328.81 3.274.83 6.304.27 5.830.74 5.394.30 

362.39 697.63 645.25 9.663.84 

Current Year 
Depreciation 2.528.91 1,552.00 9.759.7d 3.274.83 362.39 

Prior Year  
DeDreciation 0.00 4.868.32 7,490.51 25.717.15 30.090.97 

Depreciation Rates (20 year propertyl: 

Y B  w 
1 , 0 3 7 5  
a ..a7219 
3 .06677 
4 .Oh177 
5 ,05713 
6 , 05285  
7 . 0 4 8 8 8  
8 .04522 
9-20 ,04461 
21 ,02231 

Sch. No.5 



ORTEGA UTILITY COMPANY 

June 3, 1991 
6857 LILLIAN ROAO 

JACKSONVILLE, FLORIDA 32211 

PHONE 904 I7254616 

CERTIFIED MAIL RECEIPT NO. P 845 209 531 
RETURN RECEIPT REQUESTED 

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

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, 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 0. 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 

, 
Alan W. Potter, Sr. 
President 

AWP:ROA/cr 
Enclosure 



FLORIDA PUBLIC SERVICE COMMISSION 
N O T I C E  

’ March 16, 1991 

TO : Ortega Utility Carpany 

6957 Lillian Road 
Jacksonville, Florida 322ll-5850 

mcon Wlilding, suite 3 

FROM: ANN UX, DIVISION OF AUDITING & FINANCIAL ANALYSIS 
I 

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) 

( 2 )  
(3) the interest earned on the gross-up; and 
(4) the net tax liability for the year directly related to the 

the amount of contributions in aid of construction collected during 
the year; 
the amount of gross-up collected during the year: 

collection of the contributions and the gross-up. 

According to our files youmust 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. 

Dated this & day of % I 

& Title 
AC/sh 
Attachment 



C I A C  R E P O R T  
FOR TAX RETURN YEAR ENDED 31 I-. 1 9 E  

COMPANY: (btega Utility Ccmpany 

TOTAL NON 
COMPANY JURISDICTIONAL JURISDICTTONAL 

1. TOM CIAC 

2. T o d  Connection F- 

3. To& Indlauan F m  

4. 

5. T d  Tap-in F m  

Total Prepaid Connection F- (not in (2)) 

6. T d  Jack k Bore F a  ( ) (  ) (  

7. CIAC Tsra6lc Because of Amendment to Scction 118 s s S 
8. Deprccjacion on 0 

9. Tanblc h w m c  Effect of m 

IO. Form IIZO. Lhs I! 

11. LESS: Form 1120, Lhc 27 

12. Form 1120. Line 28 

13. LESS: Farm 1120. Lhe WB 

14. LESS: Farm 1120, Lioe Wb 

15. Form 1120, Line M 

( ) 

s S f 

16. LESS: NU CIAC Taxable Beaurc of TXA '86 (from Line (9)) ( 1 
17. PLUS(LESS): 0th- CIAC Easm of TRA '86 (mrdcd)  

18. A*-usted F c m  1120, L k  30 

Current Combincd Fsdsrnl k S(arc Tax Rate .% 

S s S 



EXHIBIT "A" 
Page 1 of 9 

Total taxable CIAC (Xheduk tb. 21 
Less: F i r s t  Year's Depncistion on CIK 

(Schedule No. 5)  
Net Taxable C I A C  

Abcve the Line N.O.L. Carry Fwvard 

Less: above the l i ne  taxsble incm (loss1 
before CIAC (Schedule No. 2) (3) 

Current Yea I n m e  (Loss1 PIUS N.O.L. 

Ortega Utility Ccnpany 
Schedule of Tax on CIAC and Proposed Refund 

For the Taxable Year Ended December 31, 1990 
(Unaudited) 

Taxable CIAC Plus Above Line Taxable 
IneoK (LOSS) 

Net taxable C I A C  
Effective state and federal tax rate 

Total tax on CIAC b e f m  credits 
Less: I n v e s t m t  Tax Credit 

Net im tax on C I A C  
Less: tIAC mss-up (Schtdule tb. 2)  

Interest on mss-up, net of 
tax (Note 1)  

Total 

Row%d Refund 

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

Interest earned on (TOSS-UP 

Effective tax ra te  
( S w l e  tb. 2) 

1990 __-_ 
115,357.80 

3,27h. 83 

112,082.97 

0.00 

170,616.67 

282,499.61 

112,082.97 
0.3636 

60,730.95 
0.00 

60,750.95 
26,828.01 

76h.54 

Tax M interest 
Total interest per above 

436.66 
1,200.98 

Net interest 

Schedule No. 1 
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me the line taxable i n c w  (loss) 
_______I_ ----- 
boss rneiptslsales 

Deductions: 
Interest expense 
Depreciation 
Watiw 
Other deductions 

Other Taxable Inme:  
Mer Fees 
Gain ~1 Disposition of Utility 

RoPTrtY 

Taxable income (loss) before CIAC 

CIAC: 
Taxable CIAC Other Than neters 
CIAC gross-up 
Intewst on CIAC pposs i~  to 12/31 of 

Yew Received 

Ortqa U t i l i t y  Ccrrpmy 
Above and Below t h e  Line Taxable I n c m  (LOSS) 
For the Taxable Year Ended December 31, 1990 

(Unaudited) 
15% 

966,212.77 

Above the line taxable inccrc (loss] 

Belw the Line taxable incone (loss) 

IKOW: 
Interestldividends 
Other - Subcontract Revenue Assoc. Co. 

- 101 public krvice Revenue 
- Rmts 
- State Sales Tax Collectians 6 nisc. 
- Reinburse 1988 Expenses 

Total Non J w i s d i c t i m l  I n c m  

Deductions: 
Interest 
Omreciation 
Other - Operatiw 
O t k  - Other Deductions 

Total NM JurisdictioMI Expenses 

~ e l w  the line taxable incow (loss) 

Total taxable i m  ~lossl (Line 281 

119 ,m.U 
106,531.28 
325,172.99 
298,211.25 _---- 
849,325. W 

6,677.66 

66,851.2h 

110,616.67 

87,328.81 
26,828.01 

1.2W. 98 

2,346.30 
0.m 

50.66 
2,932.26 

27.92 
1,615.84 

6,972.78 

101,719.18 
71,861.15 
36,342.12 
71,817.86 

281,760.31 

(27h,767.531 

11, m6.96 __-_- ----- 

Schedule No. 2 
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1. Interest  ~XPMK 
----- 

Total Lam t e n  debt 
Capital Stock 
Earned *lUS 

Total Debt k Capital 

Orteya U t i l i t y  Ccerpany 
Above and B e l a  the Line  Tax E%p?nses - Deta i l  

(Unaudited) 
15% 

Total r a t e  base 
Less: Plant I n v e s t m t  i n  1987 ad l a t e r  

t o  benefi t  1987 Test Yew C u s t w r s  
uhich was Disallnred i n  Rate Case 
[Schedule No. 3, 3 of 5) 

Less: custoner deposits 

Rate base related t o  long t e n  debt 

Debt in excess of  ra te  base 

Percent of excess debt 

Total tax interest  expense 
W t i z a t i o n  of Debt Cost 
Less: interest  on custwaer dews i ts  

Interest  on lono tern debt 
P m e n t  debt k cap i ta l  i n  excess of 

ra te  base fron above 

k l o u  the l i n e  interest expense 

sum 

Pbove the l i n e  interest, long term debt 
Interest  on c u s t m r  dwos i ts  

Total above the l i n e  interest 
Bclw the l i n e  i n t e m t ,  lam te rn  debt 

Total interest  expense per return 

Interest  Per Armal Report 
Interest  (not A l l o w d l l A l l o w d  by I.R.S. 

vs F.P.S.C. 
Net Tax Interest  

1,110,529.6b 
5 8 9 , m . w  
39h,359.65 * 

2,093,889.09 

1,798,085.76 

663,657.00 
NlA 

1.136.428.76 

959,460.33 

0. b6 

218,083.10 
3,045.56 

-I__- 

NIA 

221,128.66 
0.16 

119,609.48 
NIA 

119,409.68 
101,719.18 

221,128.66 

153,429.05 
M,654.05 

218,083.10 

* - Actual Earned Surplus (de f ic i t )  MP h a 1  Rewrt  
Nnte: For above wesenta t iw  losses were rot offset 
aminst  earned wrr~lus as i t  w l d  d is to r t  
actual excess debt in system that s u m r t s  
I-..-- :“*,,?-*A + A  *e+. 

Schedule No. 3 
Pan* I “f < 
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2 (a). C a m t s  of deweciation 

Plat dcweciation 
kweciation on current r e s  CIK 

Deweciation M priw yews CIK 
collcctiw 

coilections 

Total depreciation [line 21b. llm) 

M e g a  U t i l i t y  Ccmpany 
Above and Below the Line  Tax Mpenses 

(Unaudited) 
1990 

[b). Above and belw the line depreciation 

Above the line: 
Plant dcmiation 
Plant used and useful 

Depreciation on Plant Used k Useful 

169,6W.& 

3,276.83 

25,717.15 

178,392.63 
-+=i 

1b9, 6M.65 
100: 

169,ua.65 

Less: 
Tax Deweciation on Plant Placed in  
Service Subsequent to 12/31/87 Rate 
Case to Met Regulatoru Requireaents 
fw Service to Existina Custoners 
ulich Uas Disallwd bu F.P.S.C. 
[See schedule 3, 3 of 51 

Subtotal 

First year's depreciation on Taxable CIAC 

Total above the line depreciation 

Belw the line: 
Hon Jurisdictiml kwniation 

Oewcciation on wiw years CIAC 
Oeducted Above 

collections 

Total belw the linc depreciation 

Total dewcciatim 

66,146.W 

1@3,256.65 

3,276.83 

106,511.28 
-__---I-- 

Xhedule No. 3 
Page 2 of 5 
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OPtewa Utility Co~panv 
hve mi Belou the Line Tax Expenses 

(Uladited) 

2. Continnd 

Note: Depreciation on prim yews CIAC has been classified k l w  the line since the benefit 
of such depreciation uill be retuned to t k  rate werf t h a u a  the m l i z a t i o n  process. 

Depreciation on Utility Plat for Portion awed Since 12/31/87 (Rate Case Yes)  
that Corissim Disallowed as 8 Profma: 
C.U.I.P. at 12/31/87 (Rate Case Test Yes) no depnciation allared 

1988 Plant Additions that ue included in f m t m ' s  to 

171,572.00 
Disallwed because of r a t i o n  to Aver= Balmes 160,966.00 ) 3 i 2 , m . m  - 1987 

Sewe Existing C u s t m s  in 1987 Rate Case Wich ws disallared 
in Rate Case 13,076.00 325,612.00 - 1988 

%total 1988 

to Serve Existing Customers in 1987 Rate Case Wlich 
ws Oisallowd in Rate Case 

to Serve Existing C u s t m s  in 1987 Rate Case wlich 
was Oisalloued in Ratc Case 

1989 Plant Additions that w r e  included in R o f m  

1990 Plant Additions that we included in Proforma 

Total 

325,612.00 

338,065.W 663,657.00 - 1989 

Tax Depreciation for Itms cot Provided far in Rate Case 

cnst 

1988 Plant Additions 
1989 Plant Additions 
1990 Plant Additions 

Schedule No. 3 
Page 3 of 5 



EXEIBIT "A" 
Page 6 of 9 

Orteqa Utility CGmpany 
Above and Below the Line Ekpenses 

3. Operation Expenses (line 12 throwh 25, 
11201 

Detail expenses as filed: 
_I___-- 

mpmsation of Officers 
Salaries and k x s  
Repairs & Nainteme 

Rents 
Taxes - State I m  & Excise Tax 
Taxes - Other 
Cmtributiw 
Advertising 
Pmsim h Profit sharing 
Edoyee Benefit Rwraas 

Oebts 

713,152.62 
138,300.91 

0.00 
2,902.13 

15,046.20 
1,663.3 

111,263.08 
0.00 
0.00 
0.M 

22,606.39 

Subtotal 

Less Itms above Reclassed as &IOU 
line itns: 

(1) License & E X P ~ S C S  RiginallY 
Classed &IOU Lirr 

(21 Rmtal Cost Inaeases Not Covered 
by Rates, 12/31/87 is Rate Case 
Year 

(31 Eaploree Benefits Not Covered by 
Rates Based m 12/31/87 Rate Case 

(61 State Income & EPergencr Excise lax 

Subtotal Non Ju-isdictiml Operation 
Exvmses 

Jvisdictimal Operation Expenses 

361,515.11 

12,672.55 

22,606.39 
1,663.38 

36,362.12 

Wiedule No. 3 
Pwe 6 of 5 



EXHIBIT "A" 
Page 7 of 9 

Detail of other Oeductions as filed: 

m a g w e n t  Services 
Oiescl & ROPW 
Electricity 
Labcr 
VIcricals 
&lies 0 & N 
Supplies - Office 
Contract Services - secretarial & 

Contract Services - Accolntiw 6 legal 
Insurme 
Niscellancous e x m s e s  
Remulatory CMlission expense 
Transportation expense 
Purchased sww treatment 
10% public Sewice Tax 
Pmtization of Debt Expense 
Awtization of Rate Case Expense 

operations 

O r t e g a  Utility Ccmpany 
Above and Below the.iine ExpZnses 

1990 

Subtotal 

~ e s s :  Items Above Rcclassed: 
(1) Expenses Associated uith &IOU Line 

Subcontract Revenue (Revmuell. 15) 
(21 Anortization of k b t  Cost Reclassified 

to Interest 
(3)  113 Public krvice Tax Associated 

with Belw L i m  Revenue 
(61 Portion of Rrchased Sewage Treatment 

O i s a l l d  in Last Rate Case 
(SI Expenses Associated uith Belou Line 

Rev- for 1989 Reimbursemt 
of 1988 Expenses 

( 6 )  Litigation Expense for Taritorr 
Oiswte & Other thst Exceeded Cost 
Allowd in Rate Case 

(71 Increase Accanting Cost Not Provided 
for in Last Rate Case. Renxst 
Uas M e  But hied. 

(81 Miscellaneous 0 & fl & k e  Costs 
in excess of those coveed by 
jurisdictional rates 

Wtotal-NM Jurisdictiml Other 
Oeductions 

lwisdictiml Other Deductions 

Hon Jurisdictiwl Other Oeductions 

Less: Oebt Expense reclassified as 
fron above 

in interest 

Nm Jurisdictional Other Oeductions 

o.m 

o.m 

2,668.u 
91,116.67 

12,960.89 
18,815.99 
10.655.80 

a5,635.91 
16,613.95 
25,680.n 
8,7&l.Z 

0.00 
10,730.2b 

0.W 
3,045.56 
26,769.92 

313,076.61 

55, as. si 

0.00 

3,065.56 

0.W 

5h.W.00 

1.615.86 

5,678.00 

10,660. 00 

0.00 

3,W.S 

7i,ai7.86 
______-__I_ 

Schedule No. 3 
" , 
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Taxable CIAC 

Meters: - 

Taxable CIAC - Gross-clp Collected 
Adjustpmt 12 

Adj. Tax CIAC - Grosss-UP Collected 

Taxable CIAC - Gmss-uP Not Collected 

Taxable CIAC Other Than Meters 

Total Taxable 

Non-Taxable CIAC 

Collected Prior  to 12/31/86 
Reiob. frm K.S.C. awlicable to 12/31/86 
Adj. for Rate Case N i t  
Adj. for Rate Case Audit 
Tsf. trm M v m s  fcF Cwtructim 

Total 

Total CIAC 

Ortega Utility Cmpany 
CIAC Recap 

6,677.66 

(5,287.76 
0.W 

6,2ai .76 

42,041.05 

37,842.w 

Note: . ~~S for CMStrcntion 95,590.~) 



EXHIBIT "A" 
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Ortwa Utility copany 
Schedule of Depreciatim MI Taxable CIAC 

CIAC 
YeH Ammt 1987 1988 1989 15% 1991 1992 1993 

_-- --- --__ _I -_ --- 
1987 67,637.M 2,528.91 1,868.32 L5Q2.81 4,165.62 3,852.71 3,296.35 3,069.53 

1988 

1989 

15% 

m t  rew 
Mreciat im 

Riw Year 
Weciatim 

61,386.68 

260,259.62 

a 7 ~ 2 a . 8 1  

Schedule b. 5 



M H I B I T  “ B ”  
Page 1 of 2 

SECOND REVISED SHEET NO. 20.0 
Cancels F f r s t  Revfsed Sheet No. 20.0 

ORTECA U T I L I T Y  COMPANY 
Water Dlvision 

TAX IMPACT OF C I A C  

Pr ior  to  the Congressional Tax Reform Act of 1986, Sectlon 118(b) of 
the Internal Revenue Code provided for the exclusfon of  cer ta in  types of 
Contrlbutlons I n  Aid Of Constructlon ( C I A C I  from the taxable lncome of a 
corporate u t i l i t y .  

However, p u r s u a n t  t o  the Congressional Tax Reform Act of 1986, Sectfon 
l l e ( b )  was amended t o  reclassify C I A C  ( b o t h  cash and property) as a taxahle 
source o f  revenue, e f f ec t ive  January 1,  1987. The net  resul t  of th i s  actlon 
Is t h a t  a u t i l i t y  w h i c h  f s  a corporatfon must now pay fncome t a x  on the CIAC 
I t  co l lec ts .  

SInce the amount of t h i s  additional tax l i a b l l l t y  f s  di rec t ly  
a t t r lbu tab le  t o  the contrlbutorr (developers, bui lcers ,  e t c . )  of the C I A C ,  the 
u t i l i t y  1 s  authorized t o  co l l ec t  t h l s  amount from those contrlbutors. 

Such amounts were, therefore ,  t ax  exempt. 

Therefore, In accordance w l t h  Order No. 16971 issued on December 18, 
1986 In Docket tio. 860184-P0, t h i s  Commisslon adopted and approved specff lc  
guldellnes f o r  a u t l l l t y  t o  administer f n  the calculat lon,  col lect lon,  and  
reporting of CIAC t a x  l l a b l l f t l e s  as follows: 

developers and others who convey cash and/or property t o  a u t l l l t y  a s  CIAC, a n  
amount equal t o  t h e  t a x  Impact of the CIAC. 

the followlng formula: , 

1 )  On and a f t e r  January 1 ,  1987. u t i l i t l e s  may co l l ec t  from 

2 1  The t a x  impact amount t o  be col lected shal l  be de t en ined  using 

TAX IMPACT. = R x (F + P I  : m  
a )  R = Appllcable marglnal r a t e  of Federal and State 
Corporate Income Tax, I f  one 1 s  payable, on the value o f  
contrlbutfons which must be lncluded i n  taxable Income of the 
u t l l l t y .  R shal l  be determined as follows: 

R = ST + FT (1-ST{. 

ST = Applicable marginal r a t e  o f  S t a t e  Corporate Income Tax. 

FT = Applicable marglnal rate of Federal Corporate lncome 
Tax. 

A l a n  W. Potter ,  Presfdent 

EFFECTlVE DATE: lhy 18, 1988 



EXHIBIT "B" 
Page 2 of 2 

SECOND REYISED SHEET NO. 21.0 
Cancels Firs t  Revfsed Sheet No. 21.0 

CRTECA U T I L I T Y  COPSAH 
Mater Divlsion 

b )  F = Dollar amoun t  o f  charges pald t o  a u t l l i t y  as 
contributions in a i d  of construction which must be included in  
taxable lncome of  the u t l l i t y ,  and which had  been previously 
excluded i n  taxable lncome p u r s u a n t  t o  Section 1 1 8 ( b )  of the 
Internal Revenue Code. 

c )  P = Dollar amount o f  property conveyed t o  u t i l i t y  whlch 
must be included In taxable income of the u t i l i t y ,  and which had  
been previously excluded l n  taxable lncome pursuant  to  Sectlon 
118(b)  of the Internal Revenue Code. 

! 

3) The CIAC t a x  inpact amounts, as determined In Paragraph (21, 
shall be deposi ted as recelved i n t o  a fu l ly  funded In t e re s t  bear lng escrow 
account, herefnaf ter  referred t o  as the "CIAC Tax Impact Account". Monies in  
the C I A C  Tax Impact Account may be withdrawn periodical ly  for  the purpose of 
paying t h a t  portlon o f  the estimated Federal and S ta t e  income tax expense 
whlch  l s  df rec t ly  a t t r i b u t a b l e  t o  the CIkC conveyed t o  the u t i l i t y .  Annually, 
followlng the  preparatlon and f i l fng  a f  the u t i l i t y ' s  annual Federal and State  
income t a x  returns, a determinat ion shall be made by the Comisslon as t o  the 
actual FeCeral and State  inccne t a x  expense t h a t  i s  d i rec t ly  a t t r ibu tab le  t o  
the receipt  o f  CIAC. CIAC t a x  impact monles recefved d u r i n g  the t a x  year ' t h a t  
are i n  excess o f  the actual amount of ClAC t a x  expense, including in te res t  
earned on such excess monies, sha l l  be refunded on a pro ra ta  b a s f s  to  t h e  
contributors o f  t h e  C I A C ,  The u t i l i t y  shall  malntaln adequate records to  
account for the receipt , 'deposl t ,  and  wlthdrewal of monies I n  the CIAC l a x  
Impact escrow account. A detailed statement of t h e  CIAC Tax Impact Account, 
fncluding t h e  annual determinitlon of actual t a x  expense a t t r i b u t a b l e  t o  the 
recelpt  of C I A C ,  shal l  be submitted as a p a r t  of the u t l l i t y ' s  annual report. 
The u t i l l t y  Shall submit,all  i n fona t ion  i n  accordance with the requlrements 
establ lshed by the Commfssion. 

shall not be t rea ted  a s  C I A C  for  ratemakfng purposes. 
4 1  The amount'of C I A C  t a x  lmpact monfes col lected by a u t i l i t y  

All developer agreements i n  which CIAC t a x  mnfes are requlred shall 
lndicate the amount of such monles separately from any other C I A C  amounts 
required, a s  well as  the Tax Impact f o n u l a  u t f l i z f n g  the appropriate values. 
The agreement should also contaln a n  explanation of the charge for the benefit  
o f  t h e  contributor.  

Alan U. Potter ,  President 

EFFECTIVE DATE: May 18. 1988 



6957 LILLIAN ROAD . SUITE NO. 5 

JACKSONVILLE. FLORIDA 32211 

PHONE 904 I725d616 

December 31. 1990 

CERTIFIED MAIL NO. P 382 878 304 
RETURN RECEIPT REQUESTED 

SIJAN-7 AHll:51 

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

Re: Report required by Order No. 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 0. Avery, Diversified Utility Services, Inc. 767 
Blandinq Boulevard, Suite 106, Orange Park, Florida 32065. 

Please advise if you have any questions in this regard. 

Very truly yours, 
ORTEGA UTILITY COMPANY 

A1 @k&/i; n W. Potter, Sr. 

P de s i den t 

AWP:ROA/am 
Enclosure 



N O  T?CE 
April 6. 1990 

WS182 
ORTEGA UTILITY COMPANY 

6957 LILLIAN ROAD 
JACKSONVILLE, FL 32211-5850 

' ENCON BUILDING, SUITE 3 

WS 16 
This R e p O a  covers 1987, 1988 8 198! 

FROM: TIM D E W ,  DIRECTOR, DIVISION OF AUDITKNG AND FINANCIAL ANALYSIS 

RE : REPORTREQWRED BY ORDER NO. 16971-STATUS OF GROSS LIP FOR TAX EFFECT 
OF CONTRIBUTIONS IN  AID OF CONSTRUCTION 

Order No. I6971 rquired utilities who have rcquesld and obtained approval to gms up lhe lax cffmt of 

CIAC to submit the following information: 

(I) 

(2) 

a detailed shtement o f  fhe CIAC tax impact accou~l; 

signed copies o f  the utility's Federal and State income tax returns or complete (he attached 
CIAC report @rovided signed copies ofyour I;rx return are available to staff upon request 
for nview and audit); and 

workpapers which show the lrgiment o f  CIAC on lhe tax returns. (3) 

h addition. plwse provide copies of tariff pages regarding gross up. 

Please send the above information to fhe followhg address: 
Ann P. Causswux, Chief of Tax 

Florida Public Service Commission 
IOI E. Gaines Slred 
Tallahassee. FL 32399-086s 

If h e  above iOfornution was not subm.Ued for tax ywrs 1987 and 1988, please submil the informalion for 
lhose ywrs at /.his time. 

Ifyou arc not currenUygr~s~g  up for CIAC and have ncvergrorrcd up. pluse check lhe box below 
and sign and &urn lhis p g e  on&. 

Facsimile copies do not s.dsQ the lilhg requiremcnls. 

The report is a public document under (he statutes. Requests for confidential frwlment must be made in 
accordance with lhe provisions of Rule 25-22.006. F.A. C., Confideotial Information. 

The repr t  is due fhirty (30) days .Her Federal and Stale lax returns have h z n  filed. 

Ifyou have my  questions, call Jane Brand, Rhonda Hicks, Susan Howard or AM Causswux at (904) 488-8147. 

Dared chis 3 / & y  or& . 1990 ,&-&./- 



C I A C  R E P O R T  
31 89 aa 87 FOR TAXRETURN YEAR ENDED I k C d J t X  * - . 1 9 2  

COMPANY: Ortega U t i l i t y  Company 

TOTAL NON 
COMPANY JURISDICTIONA L JURISDICTIONAL 

1. TordCIAC 

2 .  Told Connection Fcrr 

3. Told Inrrallarion Fecs 

4. Told Prepaid Connccfion Fces (noc in (2)) 

5. Told Tap-in Few 

6. T a d  Jack & Bore Fccr 

7. CIAC Taxable Becsure of Amendment to Section 118 

8. Deprccistion on (7) 

9. Taxable Income Effmt of f l  s s s 

IO. Form IIZO. Line I I  s s s 
11. LESS: Form 1120, Line 27 ( ) (  1 
12. Form IIZO. Line 28 s s s 
13. LESS: Form 1120. Line 29a ( 1 
14. LESS: Form 1120, L h c  29b ( ) (  1 
IS. Form IIZO, Line 30 s s s 
16. LESS: Nu CIAC Tsxahle Bccsuse of TRA '86 (fmm Line (9)) ( ) 

17. PLUS(LESS): Olhcr CIAC ENcUs of TRA '86 (anachcd) 

18. Adjusled Form 1120, Line 30 s s s 

Currcnr Combined Fw'crd k Starc Tar Rare % 

19. CIAC Gross-up Collccr~onr s s s 
20. CIAC Gross-up Refunds ( 1 
21. Inrcrrsr on gross-up cdiccrions, n ~ l  oftax 

22. Net CIAC Gross-up To Be Applied To Line (9) s (1) s (1) f (1) 

CIAC Gross-up Rare U d  .% 

(1) 

( 2 )  
(3)  

See attached Schedules of Exhibit"A"attach=d hereto for analysis of C.I.A.C. Gross-up 
collected and calculated pLoposed refund for the years 1987, 1988 & 1989. 
Tax ret- will be ma& available for audit if required. 
ccpies of Tar i f f  pages q a r d i n g  Gross-Up are attached hereto as Exhibit "B". 



Exhibit "A" 
Page 1 of 9 

Ortwa U t i l i t y  C o l w n y  
Xhedule of Tax on CIAC end Rowscd Refu id  

For the Taxable Years Ended Dececlber 31. 1984 tlranh 1989 
IIharditedI 

SChl-70 

Total tatable CIAC (Schedule No. 21 
Less: F i rs t  Year's W e c i a t i o n  on CIAC 

(Schedule No. 51 
Net Taxable CIAC 

Above the Lire N.O.L. C m y  Fwwrd 

Less: above the l ire taxable incoae (loss1 
- 

before CIAC IXhedule No. 21 I31 

b e n t  Year I m  (Loss) plus N.O.L. 

/ 
Total tax on CIAC before credi ts 
Less: Investment Tax Credit (122,761.60 x 65%) 

Net im tax on CIAC 
Less: CIAC ROSS-up ISchehrk No. 21 

0 

Interest on mss-up, net of 
tax Note 1) 

Roposed Refund 

Note: (1) Interest Net of tax vas urleulated as follovs: 

19& 

Interest earned cn ~ 0 s s - u ~  
I m l e  No. 21 0.00 

Effective tax rate O.Wo0 

Tax on interest 0.00 
Total I n t e n s t  pcr above o.m 

Net interest 

1987 , 1988 1989 _____________ 
143.90 218.41 4,597.92 
0.3691 0.2M8 0.3763 

53.11 44.73 1,730.20 
-------------- _____________ 

143.90 218.41 4,597.92 __-__________ _____________ 

m l e  No. 1 



Exhibit "A" mteaa Utility cop loan^ 
Page 2 of 9 AJXVC ard &IW the Lim ~arabie IWCW ( ~ 0 ~ ~ )  

F a  the Taxable Y e s s  Erded Oecelber 31, 1981 t l r a4h  1989 
(Ulardited) 

198i I985 1986 1987 I988 . 1989 --____--_____ 
libove the line taxable i n c m  (loss) 

Gross receiPtr/rales 

kdxt ions:  
Interest expense ISchedule NO. 3) 
Oepreciation (Schedule No. 3) 
Operatiw (Schedule NO. 3) 
Othcr deductions (Schedule NO. 31 

Other Tarable Incone: 
M e r  Fees (Schedule No. 6) 
b i n  on Diswsition of Utility 

Prppn'ty 

Taxable irrw (loss] k f w e  CIAC 

CIAC: 
Taxable CIAC Other Thsn Ikters ($41. No. 6) 
CIAC 0poss-w (Schedule No. 1) 
Interest on CIAC OK)Ss-up to 12/31 of 

Year Received 

h e  the line tarable iwm (loss) 

k l w  the Line tarable i m e  (loss1 

IKOK: 
Intercst/dividmds 
Other - Stlbcontract Reverue A s x r .  to. 

- lot Rblic  krvice Reverue 
- Rents 
- State Sale5 lax Collections & Hi%. 
- Reikwst 1988 Lrpe~es 

lotal Non Juisdict icml l m  

kdwtions: 
Interest (Schedule No. 3) 
b e c i a t i o n  (Schedule No. 31 
Other - (Perations (WedIle No. 31 
Other - Other Ocdrrtions (?&&le No.3) 

Iotai Non Jvisdict imal  Expenses 

Belw the line taxable incme (loss) 

Total tarcbie inw llossl kine 28) 

3,553.93 12,905.10 Ld,653.33 50,101.96 61.561.31 61,367.53 

86.881.92 108,591.62 29,610.76 101,967.31 l75,k37 236,206.32 
197,880.75 171,669.67 276,180.26 178,188.12 192,315.12 312,782.17 

317,676.71 359.522.60 658,760.M 656,072.98 562,605.93 716,839.60 

29, IM).II i6~511.61 10(,716.31 im.ai5.59 109,885.13 106,505.53 

-------------- ------------- -____________ 
----_-______- ------------- _____________ 

1,162.67 1.063.67 
41,300.99 31,862.10 

275.31 m.86 
0.m Q.W 
o.m 0. m 
0.00 o.m 

12,718.77 36,210.63 

878.77 
12,7511.36 

302.52 
o.m 
o.m 
0.m 

13,939.65 

o.m 111 o.m **. 2s.a I** 

0.m o.m 0.m 
17,767.99 23,050.17 11,355.60 
5,000.00 0.00 1,800.W 
651.36 16,507.66 1,371.70 

0.W 0. m 9,906.27 

23,359.35 37.557.61 2i,669.61 

xhedule No. 2 



Exhibit "A" 
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Ortcoa Utility C a p a n y  

( W i l e d 1  
h e  Md &la, tk Lln lax Expenses - Cktail 

1. Interest expense 

Total LLW teri debt 
Wital  Stock 
E M  SVplUS 

lotal Ckbt & Cwital 

Total rate base 
Less: Plant Investment in 1987 ad later 

to benefit 1987 Test Yes Untolcrs 
Ylich was Oisallaxd in Rate Case 
(WrdAe No. 3, 3 of 51 

Less: curtoner dewsits 

Rate base related to lay ten debt 

Debt in excess of rate base 

Percent of excess debt 

Total tax interest expense 
katitation of Debt Cost 
Less: Interest cm eustwr deposits 

Interest on ILW ter& debt 
Pertent debt h capital in  excess of 

rate base frm above 

&IOU tk line interest c x m  

*Y 

h e  tte line interest , '~m t en  debt 
Interest on custaer h s i t s  

Total abave the line interest 
Bela, the Iin interest. ILW tm debt 

Total interest expense per r e t m  

Interest Per krual Rewrt 
Interest rot Allowd by I.R.S. 

Het lax Interest 

.!Jl.220.19 226,377.96 755,062.46 1,166,191.(3 1.537.876.62 l.M(,W5.17 

205,587.55 m.157.77 316,613.55 ' 316.6L3.55 ' 376,665.55 ' 376,M3.55 

385,807.76 616,535.71 1,231,706.01 1,662,836.98 2,016,519.97 2,195,734.72 

337,301.20 598,305.W 1,183,3662.81 1,325,039.78 1,521,W.77 1,708,950.M 

1m,an.m 1m,MO.m 1M,W0.W IW,MO.@ 1m.an.m 155.an.m 

------------- I_---_____I 

------------- _____________ 

6,oL3.96 13,253.13 50,632.76 81,292.95 108.725.61 128,866.37 ._ 

0.12 0.03 0.M 0.38 0.61 0.52 

3,553.93 12,933.10 68,653.53 50,101.96 M,S61.31 61,367.53 
UIA NIA NIA N/A NlA NIA 

________I ____-___--_--- 
3,553.93 12,w3.10 0,653.S 50,1M.96 M.561.31 61,367.53 

490.01 350.01 1.979.63 31,190.9 66.166.30 67,518.86 _____________ 



Exhibit "A" 
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M e w  Utility C m y  
Ateve and klw the Line Tax EXDCWS 

I W i t e d J  

2 la). Cawncnts of dewciation 

Plat kcreciation 
Depreciation M current yew CIAC 

Oeaccistion on prior yews CIAC 
collections 

collections 

Total depreciation [lice 21b, 1120) 

IbJ. Ateve and belw the line deweciation 

Above the line: 
Plant deweciatim 
Plant used and useful 

1985 1986 1987 1988 1989 19N 
------------- ----___-_----_ _____________ _____________ 

.i a,,-/ ~ 29,160.11 h6.358.61 106.716.31 118,286.68 120,563.13 132,926.86 
n l 103 loot 100% llxlt lODt 1mt --_-__---_-__ __---I_____- _-____________ _____________ / ' -  

Depreciation on Plant Used It Useful 29,160.11 66,358.11 106,716.31 118,286.68 120,513.13 132,926.86 ----__---__-_ __I-_-_____- -_---___----__ ___--_______- 
Less: 
Tax Deaeciation on Plant Placed in 
Service 9k6cwcnt to 12/31/87 Rate 
Case to h t  R w l a t w r  Resuirmts 
for Service to Existing Customers 
Lhich Uas Disallowed by F.P.S.C. 
(ke ScheQlle 3, 3 Of 51 

Stktotal 

First year's deweciatim MI Taxable ClAC 

Total above the line depreciation 

8elw the line: 
Nm Jurisdictional Depreciation 

Oepreciation on prior years CIAC 
D e h t e d  h e  

collections 

Total belou the line deaeciatim 

lotai dcweciation 

0.m 0.00 0.00 0.W 12,210.00 36,is.m 

Contitxed Schcdule No. 3 
PWC 2 Of 5 



Exhibit “A” 
Page 5 of 9 

2. Contiwed 

Note: Ocpreciation MI WiW Yews CIAC has been classified belw the line since the benefit 
of wch depreciation will k retvnd to the rate wvws tW the nonalization mess. 

Weciation on Utility Plant for Portion added Since 12/31/87 (Rete Case Yew) 
that Couissim Disallowd as a P r o f m a :  
C.u.1.P. at 12/31/87 (Rate Case Test Year) m depreciation allaxd 
Disallwed because of nduction to Average Balances 

171,572.m I 
140,966.00 I s i 2 , ~ 8 . 0 0  - 19117 

1988 Plant Additions that we included in Proforma’s to 
Serve Existing Custcmcrs in 1987 Rate Case uhich was disalloued 
in Rate Case 13,074.00 325,612.00 - 1988 

Subtotal 1988 ’ 325,612.W 

to Serve Existing C u s t m s  in 1987 Rate Case uhich 

_---___---_-_ 

1989 Plant Additions that wre included in Rofara 

uas Disallwed in Rate Case 338,8,MS.W 663,657.CQ - 1989 
_L---__------ 

Total 663,657.00 _-______-____ 
_I--___----- 

Tax Depreciation for Items not Provided for in Rate Case 

cost 

1988 Plant Additions 
1989 Plant Additions 

325,612.00 
~ , o ~ s . M  



mit UA" 
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Orteqa Utility Ccnwny 
Move md Belw the Lire Expenses 

Detail expenses a5 flied: 

Coapensatim of Officers 
sa1sics md u r n s  
Repairs 6: llaintensnce 
Bad Debts 
Rents 
laxes - State I m  6 Excise 

0.W 
0.00 

65,085.78 
0.W 

1,751.10 
Tax 1,175. h0 

Taxes - Other 20,046.76 
tontributians 0.W 
Advertisino 0.00 
Pension b Profit Wing 0.00 
Eaployee Benefit Rowans 0.m 

0.00 
0.00 

81. h21.75 
0.00 

1.927.80 
3,213.33 

22,262.07 
0.00 
0.W 
0.m 
0.W 

0.00 
0.00 

0.m 
2,618.65 
4,021.15 

26,792.w 
0.W 
0.m 
0.m 
0.W 

om 

15,018.29 
17,716.05 
58,2ah.83 

0.00 
2,573.85 

0.W 
31,371.29 

0.W 
0.W 
0.00 
0.m 

66,8U.MI 
66.961.37 

0. Do 
6.hW.00 

0.W 
61.665.55 

0.00 
0.m 
0.W 
0.00 

0. m 

53,197.96 
102,510.41 

0. m 
0.m 

17,690.67 
2,290.88 ' 

75,888.57 
0.00 

0.00 
17.826.02 

1,m.m 

%total 

Less Items above Reclassed as Eelcu 
line items: 

I11 License & Expenses Originally 
Classed Belw Lire 

(2) Rental Cost Increases Not Covered 
by Rates, 12/31/87 is Rate Case 
Year 

(3) Elployec Benefits Not Covered by 
Rates Based M 12131187 Rate Case 

(41 State Incow k fwroencv Excise Tar 

Subtotal Nm Jlridictiml Operation 
E x w s  

Jvisdictiwl Operation E x w s  

787.50 

'-Proform Adjustment bbde and Amended TSI R e t m  in Process. 

wvdulc No. 3 
Pwc 6 of 5 



wtew Utllltl cog(ny 
h e  and Bela, the Line Emnses 

6. Other Oeductions (lire 26, 1120) 
Detail of Other Oedntiwias filed: 

Ibnageatnt Services 
Diesel & Rum 
Eleetricitr 
laba 
avlicals 
-lies 0 6 n 
%@lies - Office 
Contract Services - secretarial & 

Cmtract Service, - krocntitw 6 lqd 
I W s n C e  

nixellmcus ~XMIISCS 

ReRllata-y Coliisrion expense 
I r m t a t i o n  expense 
Rrchased s w e  trtatwnt 
101 Rblic Service Tax 
katization of Ctbt E x m c  
kat izat ion of Rate Case Expense 

operations 

211,m.m 
o.m 

6LLoJ.25 
6.559.05 
8,902.Y 
6,rn7.36 
6,766.36 

95,641.52 
2,962.69 
7,975.39 
5,131.66 

0.00 
6,664.95 

0. m 
0.00 

0.L-U 
o.m 

o.m 
1,WB.ll 

74,110.37 
10.953.61 
1,739.18 
6,171.36 
3,559.08 

72,256.38 
3,m.71 

12,482.M 
8,75(.30 

0.m 
1,6@.3.02 
5,613.67 

0.00 
0.00 
0.m 

WllDlt "A" 
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1986 1987 1988 1989 

om 

om 
7,393.63 

54,053.88 
13,218.111 

123,302.95 
i.592.27 

15,325.16 
1,659.05 
4,913.01 

12,M.U 
29,610.78 

0.00 
0.00 

2,120.12 
67,378.17 

o.m 

o.m 0.m 

67,522.68 ta.3rn.m 

8,931.12 11.159.~ 
6,628.27 4725.05 
6,058.96 5,962.m 

2.998.55 1,902.26 

o.m 0.00 

lM, 506.01 77,951.52 
58,335.68- &,612.98 
20,251. Ca 9,674.55 
7.9M.12 16,812.52 
2,809.88 . 1,1011.15 
3,023.79 17,121.19 

23.681.15 ' 59.609.n 
18.458.53 16,659.96 

568.82 2,275.21 
0.00 0.m 

Subtotal 

less: Iteis Above Reelassed: 
(1) E x w s  Associated uith Belou lice 

SLbcmtract RWCW (Revenx/l.l5) 35 ,916 .~  30,315.m 11,096.m 
12) ka t iza t im of Oebt Cost Reciarsified 

to Interest 
(3) lot Rblic Sewice lax Arsociattd 

with Below Line Revenn 
IO Portion of RnhsKd Sew ireatlent 

Disallared in last Rate Qse 
(5) Expenses Associated ui th  Belw Line 

Revcruc fa 1989 RciWsmnt 
of 1988 Experrres 

(6) Citiwticn Expmse fa I m i t a r  
Oirwte k 0th that Exceeded Cost 
Alland in Rate Case 

(7) Increase Acmntira Cost Not Rovided 
for in  Last Rate Case. Request 
YSS But h i e d .  

in CICCSS of those cowed by 
juisdicticnal rates 

18) niKtiiannxrs o t n & uaoe Costs 

o.m 

568.82 

18,658.53 

3 , 6 4 3 . ~  27,uo.m 21,917.~ 

mm.m 

32,913. m 

o.m 99,255.66 

0. m 

2,275.27 

16. 659.96 

57.edo.m 

9,906.27 

2 , m . m  

ii.w.m 

75,182.31 

Subtotal-Hon luisdicticnal Other 
Wxtions 

i n  intmst 

Ibn Juiulictiwal Mher Dedrctims 

o.m 

35,916.N 

om 
1.726.Y /=' 

85.111.91 4 
0.m 

13,265.43 d' 
2L6b8.53 
IO, 179.59 

l32,106.03 . 
6I.129.12 
21,399.06 Y' 
12,532.13 
2,901.88 ' 
9,W.82 / 

30,989.55 .-'.' 
17,672.13 

10,931.57 2*275J2 J 

(12,951.62 

0.m 

2,275.32 

17,672.13 

n.22o.m 

29,m.m 

21,502.m 

o.m 

lW.169.65 

2.275.32 



Taxable CIAC 

tktss: 

Taxable CIAC - Gross-up Collected 
Adjustant 12 

Adj. Tax CIAC - Gross-up Collected 

Taxable CIAC - GrOSS-uP Not Collected 

Taxable CIAC Other Than Meters 

Total Taxable 

Non-Taxable CIAC 

Collected Rior to 12/31/66 
Rei&. fro@ K.S.C. mlicable to 12/31/66 
Mi. for Rate Case Mit 
Mi. for Rate Case Mit 
1st. fra Advaces for Construction 

Total 

Total CIAC 

Note: Mvanccs for Construction 

82,010.00 223,112.66 293,h36.16 
73,512.11 
32,190. m 
(21.am.rn1 
265,085.00 80,011.00 

* - Calculated - eliminated advaces thst were cancelled. 
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a-tm Utility c m y  
First Yews OcffKiation MI C U C  

1981 1985 1986 1987 1988 1989 
I__________ I_-______--- -____---_____ 

Taxable CIM Mditiw lother t h  wters) 0. 00 0.00 om b7,b37.b6 b1,U.M 260,259.62 

Tax dmeciation rate 

First yews tax 
Ocweciatiwi on tarable 
CIAC 

0.LWI 0. am O.Ow0 0.0375 0.0375 0.0375 __-__--__ 

Schedule No. 5 



M H I B I T  "B" 
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SECOND REVISED SHEET NO. 20.0 
Cancels Ffrst Revised Sheet No. 20.0 

ORTEGA UTILITY COMPANY 
Water Dlvlslon 

TAX IMPACT OF CIAC 

Pr tor  t o  the Congressional Tax Reform Act of 1986, Sectton 118(b) o f  
the  Internal Revenue Code provided for  the excluston o f , c e r t a i n  types of 
Contrlbutfons I n  Aid O f  Constructlon I C f A C )  from the taxable Ancome o f  a 
corporate u t i l i t y .  Such amounts were, therefore ,  t ax  exempt. 

However, pursuant t o  the Congresslonal Tax Reform Act of 1986, Sectlon 
118(b) was amended to  rec lass l fy  CIAC ( b o t h  cash and  property) as a taxable 
source o f  revenue, e f fec t ive  January 1 ,  1987. The ne t  result  of t h l s  action 
4 s  t h a t  a u t i l i t y  whlch 1 s  a corporatfon must. now pay income tax on the C I A C  
i t co l l ec t s .  

a t t r i b u t a b l e  t o  the contrfbutors (developers, bui lders ,  e t c . )  of the C I A C ,  the 
u t i l i t y  i s  d U t h O r f Z e d  t o  co l l ec t  t h l s  amount from those contrtbutors.  

Therefore, In accordance w f t h  Order No. 16971 fssued on Oecember 18, 
1986 I n  LIocket No. 860184-PU, t h t s  Commlsslon adopted and approved specif ic  
gufdeltnes f o r  a u t i l f t y  t o  administer i n  the ca lcu la t ion ,  co l lec t ton ,  and 
reporting of CIAC t a x  l t a b l i i t i e s  a s  follows: 

On and a f t e r  January I ,  1987, u t i l i t i e s  may c o l l e c t  from 
developers and others  who convey cash and/or property t o  a u t i l i t y  as CIAC, a n  
amount equal t o  the t a x  fmpact of t h e  CIAC. 

the followlng formula: i 

Sfnce the amount Of t h i s  dddltfonal tax I f d b l l f t y  i s  d i rec t ly  

1 )  

21 The t a x  impact amount t o  be co l lec ted  sha l l  be determined using 

TAX IMPACT,  I: R x (F  +PI 
1 -  

a )  R * Applfcable marginal r a t e . o f  Federal and Sta te  
Corporate income T ~ x ,  I f  one Is payable, on the value of 
contrtbutions w h f c h  must be included i n  taxable tncome of the 
u t f l l t y .  R shal l  be determined a s  follows: 

R ST + FT (1-STI.  

ST = Applicable marglnal r a t e  o f  S t a t e  Corporate Income Tax. 

FT = Applicable marglnal rate o f  Federal Corporate Income 
Tax. 

Alan W. Potter .  Presldent 

EFFECTIVE DATE: May 18, 1988 



EXHIBIT "8" 
Page 2 of 2 

SECOND REVISED SHEET NO. 21.0 
Cancels F i r s t  Revised Sheet No. 21.0 

ORTEGA U T I L I T Y  COPPAMY 
Water Division 

b l  F = Dollar amount  of charges pafd to  a u t f l f t y  as 
Contrlbutions I n  a i d  of construction which must be included i n  
taxable fncome o f  the u t i l i t y ,  and which had  been previously 
excluded l n  taxable fncome p u r s u a n t  t o  Section 1 1 8 ( b )  of the 
Internal Revenue Code. 

c )  P = Dollar amount  of property conveyed to  u t i l i t y  which 
must be fncluded i n  taxable income of the u t i l i t y ,  and  which had  
been previously excluded In taxable fncome pursuant to  Sectlon 
118(b) o f  the Internal Revenue Code. 

The CIAC t a x  impact amounts, a s  determined i n  Paragraph 121, 
sha l l  be deposited as  recelved into a fu l ly  funded i n t e r e s t  bearlng escrow 
account, hereinaf ter  referred t o  as the "CIAC Tax Impact Account". Monies i n  
the  CIAC Tax Impact Account may be wi thdrawn per iodica l ly  for  the purpose of 
p a y f n g  tha t  portlon of the estlmated Federal and S t a t e  fncome tax expense 
which 1s d i rec t ly  a t t r l bu tab le  t o  the CIAC conveyed t o  the u t i l i t y .  Annually, 
following the preparation and f i l i n g  o f  the u t l l l t y ' s  annual Federal and Sta te  
lncorne t a x  returns,  a determination shall be made by the Commission as  to  the 
actual  Federal and Sta te  fncome t a x  expense t h a t  i s  d i r ec t ly  a t t r l bu tab le  t o  
the recefpt  o f  CIAC. C I A C  t a x  lmpact monfes received during the t a x  year t h a t  
are i n  excess of  the actual amount of C I A C  tax expense, Including in t e re s t  
earned on such excess monies, shall  be refunded on a pro ra ta  basfs t o  the 
contr lbutors  of t h e  CIAC, The u t t l i t y  s h a l l  malntaln adequate records to  
account for  the recelpt, deposlt ,  and  wlthdrawal o f  montes I n  the CIAC Tax 
Impact escrow account. A detafled statement of t he  C I A C  Tax .Impact Account, 
Includlng the annual determfnatlon of actual tax expense a t t r lbu tab le  t o  the 
rece ip t  of CIAC, shal l  be submitted as a pa r t  of the u t i l i t y ' s  a n n u a l  report .  
The u t i l i t y  shal l  submf t  a l l  lnformatfon i n  accordance wlth the requirements 
es tabl  lshed by the Commission. 

shal l  n o t  be t reated a s  CIAC for ratemaklng purposes. 

lnd ica te  the amount of svch monles separately from any other C l A C  amounts 
required,  as well as  the Tax Impact formula u t i l f z i n g  the appropriate values. 
The agreement should a l so  contaln a n  explanation of the charge for the benefi t  
o f  the contr ibutor .  

3 )  

4 1  

All developer agreements i n  which CIAC t a x  monles ore required shall  

The amount'of CIAC t a x  lmpact monies col lected by a u t f l f t y  

Alan U. Pot te r ,  President 

EFFECTIVE DATE: M a y  18, 1988 



CIAC 
Year Amount 

1987 67 1437 - 64 

1980 41,386.60 

1989 260,259.62 

1990 87,328.81 

1991 9,663.84 

1992 121,609.95 

EX H I BIT (1 A " 
PAGE 9 OF 9 

ORTECA UTILITY COMPANY 
Schedule of Depreciation on Taxable CIAC 

Em 1988 
2,528.91 4,868.32 

1,552.00 

Current Year 
Depreciation 

Prior Year 
Depreciation 

2,528.91 1,552.00 

0.00 4,868.32 

Depreciation Rate8 ( 2 0  year property): 

Year Rate 
1 - 0 3 7 5  
2 .07219 
3 .06677 
4 .Ob177 

6 .05285 
7 .04888 
8 .04522 
9-20 .04461 
71  .0223 1 

5 .05713 

m XW! a.!U xm 
4,502.81 4,165.62 3,852.71 3,296.35 

2,987.70 2,763.39 2,556.46 2,364.42 

99759.74 18,788.14 17,377.53 16,076.24 

3,274.83 6,304.27 5,830.74 

362.39 697.63 

m 
39049.53 

2,022.98 

14,868.63 

5,394.30 

645.25 . 

4,560.37 '  8,779.02 

7,490.51 25,717.15 30,090.97 28,265.38 

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

COMPANY NAJAE ORTEGA u m T y  COMPANY 
WATER TARIFF 

TAX IMPACT OF ClAC 

Prior to the Congressional 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 eqempt. 

However, pursuant to the Congressional Tax Reform Act of 1986, Section 1 18(b) was amended 
to reclassify ClAC (both cash and property) a s  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 
ClAC it collects. 

Since the amount of this additional tax liabiliy is directly attrlbutable 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 reportlng of ClAC tax 
liabilities as follows: 

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. 

The tax impact amount to be collected shall be determined based upon use of the 
marginal rate of Federal and State corporate income tax related to the value of ail 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. 

I) 

2) 

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

Depreciable Plant: (CP-(CP*(I/TL)*AR*.5)) 
(l/(l-CTR)) 

(CL*( I/(  1-CTR))) Land (and Cash): 

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 

TYPE OF FILING: ClAC (FINAL AUTHORIM) 

ALAN W. POlTER 
iSSUlNG OFFICER 

PRESIDENT 
TITLE 



EXHIBIT "B" 
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THIRD REVISED SHEET NO. 21.0 
CANCELS SECOND REVISED SHEET NO. 21.0 

COMPANY NAME ORTEGA UTILITY COMPANY 
WATER TARIFF 

3) The ClAC tax Impact amounts, as determined In Paragraph (2), shall be deposited es 
received Into a fully funded Interest bearing escrow account, hereinafter referred to as the 'CIAC Tax 
Impact Account.' Monies In the ClAC Tax Impact Account may be withdrawn,perlodlcally for the 
purpose of paying that portion of the estimated Federal and State Incometax expdnse 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 lo directly attributable to the 
receipt of CIAC. ClAC tax Impact monies received during the tax year that are In excess of the ectuai 
amount of CIAC tax expense, including interest earned on such excess monies, shall be refunded on 
a pro rata basis to the contrlbutors of the CIAC. The utility shall maintain adequete 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 ClAC tax impact monies collected by a utility shall not be treated as 

Ail developer agreements in which ClAC tax monles 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. 

CIAC for ratemaking purposes. 

EFFECTIVE DATE DECEMBER 4,1991 

TYPE OF FILING: CIAC (FINAL AUTHORITY) 

ALAN W. PORER 
ISSUING OFFICER 

PRESIDENT 
TITLE 




