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PROCEEDI NGS

CHAI RVAN GRAHAM  Item No. 8.

M5. DANI EL: Good norning, Conm ssioners.
Patti Daniel on behalf of Staff. Item8 is a
petition filed by UWilities, Inc. of Florida to
coll ect additional contributions in aid of
construction from devel opers and future custoners
as a result in the change in the tax law. Cash and
property contributions received by water and waste
water utilities are now taxabl e incone.

Uilities, Inc. is seeking recovery of the
addi tional inconme tax that will result fromthe
change in the tax |l aw, subject to refund and
pendi ng resol ution of a separate docket in which
the Conmission is examning the inpacts of the
change in the tax law, there have been no custoner
inquiries and | don't believe the utility is
intending to speak on this today.

CHAl RVAN GRAHAM  Ckay. Conm ssioners, any
guestions of Staff on Item No. 8?

Conmi ssi oner Brown.

COMWM SSI ONER BROMWN:  Thank you. And thank
you, Ms. Daniel. Can you talk about the true-up
process and when you anticipate that to occur?

Wul d that occur sinultaneously with the resol ution
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of the generic docket, or would it be an annual

t hi ng?
M5. DANTEL: | think wwthin the investigation
docket, those decisions wll be nade as to when and

how that true-up wll occur.

COMWM SSI ONER BROMWN:  And how do we know if the
tariff is actually reasonable and fair?

M5. DANIEL: W' ve |ooked at the change in the
tax law and we al so have had the sane situation
occur back in the late '80s where, for a short
period of tine, Congress nmade the contributions in
aid of construction-taxable income, so we have a
point of reference as to the fornulas that were
used.

The fornmula requested by Utilities, Inc. of
Florida is the nost-liberally construed fornula.

It would allow the utility to collect basically 33
percent on top of any cash or property
contributions. It is subject to refund and --

COMM SSI ONER BROMWN:  Thirty-three percent?

M5. DANIEL: It's a 33 percent markup when you
do the tax on the tax, as well, because when you
collect the tax as a part of the CIC, that al so
becones taxable inconme. So it marks it up 33

percent. That's the nost-liberal fornula. There
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are other fornulas that cane out of proceedings
that occurred in the '80s and '90s that had
vari ati ons.

COMM SSI ONER BROMWN:  But then again we wl|
have an opportunity during the generic docket to
I nvestigate this further?

M5. DANIEL: Correct.

COMM SSI ONER BROMN:  Thanks.

CHAI RMAN GRAHAM  Conmi ssi oner Pol mann.

COMWM SSI ONER POLMANN:  Thank you, M.

Chai rman. Comm ssi oner Brown raised the question
and your response on this to 33 percent to that
point is, do we have -- does Staff have the
opportunity to, in review of this request, consider
or make a recommrendation as to the 33 percent and
offer or recommend a different percentage, or is
this sinply we're authorizing the gross-up

i nclusive of the 33 percent and then the true-up
cones | ater and does the analysis? |Is there any
opportunity for a different percentage to be
approved?

M5. DANI EL: Today or down -- are you speaking
as --

COMM SSI ONER POLMANN: I n this action here

t oday.
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M5. DANIEL: In this action. Today you can
ei ther approve or deny the conpany's tariff filing.
If you wanted to deny it, what you m ght consi der
doi ng i s suggesting what you woul d accept as a
change and then offering Staff the opportunity to
approve that admnistratively if the utility were
to file the tariff reflecting that.

COMM SSI ONER POLMANN:  Ckay. But in your
answer to Conm ssioner Brown, in any case, the
anal ysis and the true-up to be done later will --

M5. DANIEL: WII| take care of all of that.

COW SSI ONER POLMANN: W Il do the full
anal ysis and the nunbers will be audited or
exam ned | ater?

M5. DANIEL: That's correct.

COW SSI ONER POLMANN:  And be corrected as
needed with -- and all of this is subject to
ref und?

M5. DANIEL: That's correct.

COMWM SSI ONER POLMANN:  Thank you.

M5. DANIEL: And the other side of the coinis
that you don't want the utility to find that they
collected I ess than they m ght potentially have
needed and not have the opportunity to go back to a

devel oper.
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COMWM SSI ONER POLMANN:  Thank you. That's al
| have, M. Chairman.

CHAI RMAN GRAHAM  Conmi ssi oner O ar k.

COMM SSI ONER CLARK: I n response -- kind of in
response to Comm ssioner Pol mann's question, M.
Dani el, could you break down the 33? There was 21
percent was corporate then you had gross receipts.
How does that break down percentage-w se?

M5. DANIEL: There's a fornula. 1 can do
this. Let's ne see if | have a copy of the tariff.
| do. | do. On the back of the recommendation in
Attachnent A, what you're doing is you're basically
di viding 21 percent plus the five percent-ish --
let's see, federal incone -- state incone taxes are
deducti bl e on your federal tax returns so it's sort
of a msh-mash, but it's basically 25 percent
di vided by one, m nus 25 percent or 75 percent.
Twenty-five percent divided by 75 percent is
33 percent. That's the bottom

COMM SSI ONER CLARK:  Ckay. Thank you.

CHAI RMAN GRAHAM  Any further questions?

Seeing none, |'ll entertain a notion.

COMM SSI ONER POLMANN: | nove Staff
recomendat i on.

CHAI RVAN GRAHAM It's been noved and
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1 seconded. Staff recommendation Item No. 8. Any
2 further discussion?

3 Seei ng none, all in favor say aye.
4 (Chorus of ayes.)

5 CHAl RVAN GRAHAM  Any opposed?

6 (No comments nade.)

7 CHAI RMAN GRAHAM By action, you've approved
8 the Staff recommendati on.

9 (Agenda item concl uded.)
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