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July 3, 1991

Ms. Rhonda Hicks

Tax Department

Florida Public Service Commission
Fletcher Building

101 East Gaines Street
Tallahassee, Florida 32399-0870

—

9/05 3/~ /S

Re: Transmittal of one copy of the IRS 30 day letter showing the
assessment of taxes to Kingsley Service Company pertaining to the
Contributions in Aid of Construction paid by Demand Notes.

Dear Ms. Hicks:

Per your request, I am enclosing herewith cne copy of the IRS's
30 day letter pertaining to the tax assessment to Kingsley Service

Company.

Please advise if you have any further questions in this regard.

ACK Very truly yours,
——KINGSLEY SERV]CE COMPANY
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Internal Revenue Service Department of lhe Treasury
District Director 4613 Phillips Hwy., Suite 201
Jacksonville, FL 32207

Date: April 19, 1991 Person to Contact:

Ellen Beatie
Contact Telephone Number:

(904) 443-2079

Fred H. Steffey

= Dear Mr. Steffey:

The enclosed material is furnished to you under the provisions of a power of attorney
or other authorization you have on file with us. For your convenience, we have listed
below the name(s) of the taxpayer(s) to whom this material relates.

If you have any questions, please contact the person whose name and telephone number
are shown abaove.

Sincerely yours,

G

District Director

Euclosures:
O Letters
O Reports
(]

Taxpayer(s)' NHame(s):
Kingsley Service Company

. 7-8
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. Internal Revenue Service Department of the Treasury
District Director 4613 Phillips Hwy., Suite 201
Jacksonville, FL 32207
Date April 19, 1991 in Reply Refer to:
4303:Beatie

Person to Contact
Ellen Beatie
Contact Telephone Number:

(904) 443-2079
Kingsley Service Company T-;v Year Ended ::1 Deficiency/
782 Foxridge Center Drive c mAtt -
Orange Park, FL 322065 ee ac

Dear Taxpayer:

We are enclosing a report proposing adjustments to the amount of your tax for the
—— Year(s) shown above. Please read the report, decide whether you agree or disagree with
us, and respond within 30 days from the date of this letter. [Our report may not reflect
the results of examinations of flow-through entities (partnerships, S corporatiocns,
trusts, etc.) in which you may have an interest.]

IF YOU AGREE, you should:
1. Sign and date the enclosed agreement form.
2. Return the signed agreement form to us in the enclosed envelope.

3. Enclose payment of the tax and interest if additional tax is due, if you wish to
Stop the further running of interest. (The person whose name and telephone number
appear above will be able to tell you how omuch interest is due to the date you
intend to make payment. See the enclosed Publication 5 for additicnal payment

information.)

After we receive your signed agreement form, we will close your case and bill you for
any unpaid tax or interest.

IF YOU DO NOT AGREE and wish a conference with the Regional Office of Appeals, you
MUST LET US KNOW within 30 days.

1. If the proposed change to your tax is $2,500 OR LESS for any tax period, you may
call the person whose name and telephone number appear above; he or she will
arrange for your case to be fowarded to Appeals. Or, you may send us your request
by checking the appropriate section at the end of this letter; an additional copy
of this letter is provided for this purpose. Mail this to us in the enclosed
envelope.

2. If the proposed cheange to your tax is more than $2,500 but is $10,000 or less for
uny tax peried, you must provide us with a BRIEF written statement of the disputed
issues., This should be shown in the area found at the end of this letter; an
additicnal copy of this letter is provided for this purpose. Mail this to us in
the ennlosed envelope.

3. If the proposed change to your tex is MORE THAN $10,000 for any tax period, we
wiil require & written protest. Follow the instructions in the enclosed

Publication 5. Mail the protest to us in the enclosed envelope.
(over)

400 W. Bay Street, Jacksonville, FL 32202-4437 Letter 950(D0) (Rev. 6-89)



An Appeals Officer, who has not previously examined your return, will take a fresh
look at your case. The Appeals Office is independent of the District Director.
Most disputes considersd by Appeals are resolved informally and promptly. By going to
Appeals, you may aveid court costs (such as the Tax Court's $60 filing fee), clear up this
matter soocner, and prevent interest from running. An Appeals Officer will telephc=e you
and, if necessary, arrange an appointment.

Under Code section 6673, the Tax Court is authorized to award damages of up to $§5,000
to the United States where a taxpayer unreasonably fails to pursue available
administrative remedies. Damages could be awarded under this provision, for example, if
the Court concludes that it was unreasonable for a taxpayer to bypass Appeals and then
file a petition in the Tax Court. The Tax Court will make that determination based upon
the facts and circumstances of each case. Generally, the Service will not ask the Court
to avard damages under this provision if you made a good faith effort to meet with Appeals
and to settle your case before petitioning the Tax Court.

If you do not reach an agreement with Appeals or if you do not respond to this
letter, we will process your case on the basis of the enclosed examination report.
If you decide to bypass Appeals and petition the Tax Court, your case will normally be
assigned for settlement to an Appeals Office before the Tax Court hears the case.
(References to Tax Court do not apply to excise or employment tax cases.) If YOU ARE
UNSURE as to what to do or have other questions, call the person whose name and telephone
number appear above. We will be glad to discuss your choices.

Sincerely yours,

L W) 2)
Enclosures:

Copy of this letter " i Dist'rict Director '
Examination Report If you are a "'C" corporation, this letter may invoke an

Agreement Form interest rate two percent higher than the normal rate of
Publication 5 interest, computed on the amount finally determined due, '
Envelope as provided by section 6621(c) of the Internal Revenue Code."

STATEMENT OF DISPUTED ISSUES
Check appropriate block:
O TAX IN DISPUTE IS $2,500 OR LESS FOR ANY TAX PERIOD (Note: You may call us with this request if you prefer.)

| disagree and wish a conference with an Appeals Officer.

Segratre Date
[0 TAX IN DISPUTE IS OVER $2,500 BUT IS $10,000 OR LESS FOR ANY TAX PERIOD

Unagreed Adjustment(s): Reason for Disagreement:

(if more spars 18 needed,
attach a separate sheet.) o

Letter 950(DO) (Rev. 6-89)




TAX YEAR ENDED AND DEFICIENCY/OVERASSESSMENT

Tax Year Ended Deficiency/Overassessment Penalties
8712 $829,287.00
8812 $496,085.00
8912 $131,108.00

9012 $ 834.00
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Form 870
(Rev. February 18886)

Department of the Treasury — Internal Revenue Service

Waiver of Restrictions on Assessment and Collection of Deficiency

in Tax and Acceptance of Overassessment

Date received by
Internsl Revenue Service

Names and address of taxpayers (Number, street, city or town, State, ZIP code) Social security or employer identification
Kingsley Service number
782 Foxridge Center Drive 59-1307242
Orange Park, FL 32065
Increase (Decrease) in Tax and Penalties
Tax year ended Tax Penalties
8712 $ 329,287 s S $ $
8812 $ 496,085 $ S $ $
8912 $ 131,108 $ $ $ $
9012 $ 834 3 3 3 3
$ S s S s
s s S £ s
s s ) S 3

(For instructions, see back of form)

Consent to Assessment and Collection

| consent to the ‘mmediate assessment and collection of any deficiencies (increase in tax and penalties) and accept
any overasressmen’. (decrease in tax and penalties) shown above, plus any interest provided by law. | ungerstand that
by signing this waiver, | will not be able to contest these years in the United States Tax Court, unless additional
deficienries are determined for these years.

T Date
o
E Date
L Title Date

By

Form 870 (Rev. 288



' FORM 4548 | Depariment of the Tr=asury - Internal Revenue Service ‘Form No.
) IInmncome Tax Examinmnatiormn Chanmges!1120
. | !
Name and Address of Taxpayers i EIN
! £9-1307244

Kingsley Service Company
782 Foxridge Center Dr.
Orange Park, FL 32@65-

Changes discussed with

Year 8@12 | Year I Year

1. Adjustments to Income ;

A, CIAC ! 319722.00 :

B. Depreciation ! -317289.00 | :

C. ; ; §

D. ! ; ]

E. : ! !

F. ! !

e. ] ! {

2. Total Adjustments ] SA5Z .00 | :

3. Texable Income Fer Reiturn ! 1271E2E.00 ¢ !
or as Previcusly Adjusi=ed ; ' '

4. Correcied Taxacie Inzome ! 1272072.00 ¢

5. Tax : AZ77E7 .00

6. Alternative Tax, :f azplicatle : :

7. Corrected Tax Liab:ility : 47Z7'c7.9@ !

8. LEES - !

Cred:te b, :
(Speeify)ic,

€. Balance A IR 1 4
ia. Rezecture 2f I7E
e PLUS: b
i
Yo ToTel Losr@ciad Tay _caz i ZZTVE" 08
= ct8l Tayx per Rezu-r Lpos=x O
2. Defizienz £ .00
2, Jve-pezeesmer-
'S, ACjuszimenis 1: T-ssa.mer: -a=-:- g.08
'E. Balance Due £2¢.0C
"7, Overpaymen:
‘E. Fengliies ses eyoizass-ar
Oiner Informezicn:
Ereminer's Signeture —) 1D1strict ‘Date
430%: & DOWNS b 2 T e . JACKEONVIL S | 0e/15/9]

-

Consend to Reressnent an’) Collection - 1 do not wish {o exercase ny appeal rights with the internal Revenue Service or to contesi in
the United S'afes Tax Court the findings in this report. Therefore, I giue ny consent to the 1mnediate assessaent and collection of
any incresse in fax and penaliies, snd accept any decrease in lax and penaliies shown above, plus any interest as provided by lau.
It 15 vadersiood that this is subject to the acceptance of the District Director.

Signature of Taxpayer

Signature of Taxpayer Date

'
1
]
i
|
!

by s £ { TITLE
‘ H

! P
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. " " FORM 4548 | Department of the Treasury - Internal Revenue Service |
I Imncome Tax Examirnationmn Chanmnges!iilo
| :

Name and Address of Taxpayers i
38-1307244

Kingsley Service Company :
782 Foxridge Center Dr. { Changes discussed with
Orange Park, FL 32065- i

Adjusiments to Income i Year 8712 | Year 882 | Year 8812

-

CIAC
Depreciation

Total Adjusiments
Taxable Income Per Return
or 2s Freviously Adjusted

oGO MMOo oOom D

4, Corrected Taxable Income i 2SSET7L.00 4% ‘ 7REESE.
S. Tax ! 30 s N ] (- R ] SEQSer . 00
£. hliernative Tex, if agciicabie !
7. Correcied Tox Liabilidy : i A A o] FO R L SR0CeT . a2
B. LEEE ta.
Cred:ts ib.
Spez:ify ile.
S, Se.ance =t B PRl LA SERSET A0
i&. Reczagiu-e ¥ 70
< Fulizy 48,
ic.
Tetel Zor-ected Tas _isp:li:i M et ol L Saf5e7.00
‘2. Teiel Ter oer Reiumn Ris £20 IE.6¢ £ZSE22.0€
I. Defitiency o€ 235055.40¢ T oes.0
<. Dvergzzessment
S. mtjusimenis tc Frapa.men: L-ec: (. 0¢ s a0 Y
iZ. Belanze Due FoEsE” U 2353283 .0C T
"7, Ove-~payment
£. Fenalies, isee evpisra-:orn:
Giher information:
Eseminer's Signature _ =~ s S Leve
£3@Z: &, DOWNS : Al { JASHEINGI T e S50

e

Consent to fsesment #d Collection - ] o not wish to exercise ny appeal rights sith tne internal kevenue Service or tc contes: in
the United siaies lax lourt the findings in this regort. Therefore, ] quue mv consent to the 1meciate assessnent and collection of
any incmeast {n tax ani penalties, and accept any decrease 1n tax and penaltres shoun above, plus any 1nterest ar provided by lau.
It 37 enderstood that Ihis is subject to the scceptance of the District Director.

Signature of Taxpayer

Signature of Taxpayer Date

"
\ '
1 i
1 i
| !
i "
i '

by TITLE
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Instructions

Genersl! Information

If you consent to the assessment of the deficiencies
shown in this waiver, please sign and return the form in
order to limit any interest charge and expedite the
adjustment to your account. Your consent will not prevent
you from filing a claim for refund (after you have paid the
tax) if you later believe you are so entitied. It will not
prevent us from later determining, if necessary, that you
owe additional tax; nor extend the time provided by law
for either action.

We have agreements with State tax agencies under
which information about Federal tax, including increases
or decreases, is exchanged with the States. If this change
affects the amount of your State income tax, you should
file the required State form.

If you later file a claim and the Service disallows it, you
may file suit for refund in a district court or in the United
States Claims Court, but you may not file a petition with
the United States Tax Court.

We will consider this waiver a valid claim for refund or
credit of any overpayment due you resuliting from any
decrease in tax and penalties shown above, provided
you sign and file it within the period established by law
for making such a claim.

Who Must Sign

If you filed jointly, both you and your spouse must sign.
If this waiver is for a corporation, it should be signed with
the corporation name, followed by the signatures and
titles of the corporate officers authorized to sign. An
attorney or agent may sign this waiver provided such
action is specifically authorized by a power of attorney
which, if not previously filed. must accompany this form.

If this waiver is signed by a person acting in a fiduciary
capacity (for example, an executor, administrator, or a
trustee) Form 56, Notice Concerning Fiduciary Relation-
ship, should, unless previously filed, accompany this form.

B USGPO 1589 1462-483/91642



KINGSLEY SERVICE COMPANY

ISSUE:
1987 1988 1989 1990
Taxability of CIAC. = se;eccmcees cmmmmmmmmm mmmmmmmmmm oo
Return 3 -9~ s -@- s -Q- s -9
Exam 2.189,.363 1,776,137 728,605 219,742

-

Income Adjustment 2,189 363 1,776,137 728.895 319,742
Less allowable depreciation 138,720 316.913 342 993 317,288

TOTAL ADJUSTMENT $Z .050.643 $1,453 224 s 385,612 $ 7,453

IS EsSTEEIaS SEISCOESUISSS ESITIS=Sa= sEszmas==

LAW:
IRC section 61, 118, 446, 451, and court cases mentioned in Counsei's memc.
TAXPAYER*S POSITION:

Amounts received relevant %o notes ar= non taxable CIAC payments. Posit:icn 1s
presented in the memo from taxpayer's attorney, on pages 4-17 of this r=gort.

FACTS & CONCLUSION:

Amounts received on the notes are taxable when received as cresented 1n
District Counsel’'s memo on pages 13-21 of this reporz.

ALTERNATIVELY it is determined that the taxpaver did not have an accounting
method with respect to CIAC. The taxpaver is on the accrual method of
accounting, however, with respect to CIAC, developers uwere 1nvoiced and the
amounts uere booked to CIAC when received. It is determined that the amounts
received after the invoice are payments for CIAC and as such are taxable when
received.




