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Attached is an NOTICE OF PROPOSED AGENCY ACTION ORDER
ACCEPTING SETTLEMENT OFFER AND REQUIRING NC REFUNDS FOR THE YEARS
1993 THROUGH 1996, to be issued in the above-referenced docket.
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$483,989. When this amount is multiplied by the expansion factor
for gross-up taxes, the amount of gross-up required to pay the tax
effect on the CIAC is calculated to be $775,996. The utility
collected $762,413 of gross-up monies. The utility required more
in gross-up to pay the tax impact than the utility collected:
therefore, no refund is necessary.

1995

The utility proposes that no refund is appropriate. We agree
that a refund of gross-up collections for 1995 is not appropriate.

The 1995 CIAC report indicates the utility was in a taxable
position on an above-the-line basis prior to the jinclusion of
taxable CIAC and gross-up., Therefore, all of the taxable CIAC
received would be taxed. The report indicates a total of $401, 76!
in taxable CIAC was received, with $7,043 being deducted for the
first year’s depreciation. Using the 37.63 percent combined
marginal federal and state tax rates as provided in the 1995 CIAC
report, we calculate net income taxes to be $148,532. When this
amount is multiplied by the expansion factor for gross-up taxes,
the amount of gross-—up required to pay the tax effect on the CIAC
is calculated to be $§238,147. The utility collected $235,421 of
gross-up monies. The utility required more in gross-up to pay the
tax impact than the utility collected; therefore, no refund is
necessary.

1996
The utility proposes that no refund is appropriate. We agree.

The 1996 CIAC report indicates the utility was in a taxable
position on an above-the-line basis prior to the inclusion of
taxable CIAC and gross-up. Therefore, all of the taxable CIAC
received would be taxed. The report indicates a total of $454,632
in taxable CIAC was received, with $17,065 being deducted for the
first vyear’s depreciation. Using the 37.63 percent combined
marginal federal and state tax rates as provided in the 19%6 CIAC
report, we calculate net income taxes to be $164,656. When this
amount is multiplied by the expansion factor for gross-up taxes,
the amount of gross-up required to pay the tax effect on the CIAC
is calculated to be $263,999. The utility collected $266,858 of
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CLOSING OF DOCKET

Upon expiration of the protest period, if a timely protest is
not received from a substantially affected person, this docket
shall be closed.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the
request of Aloha Utilities, Inc., to offset fifty percent of the
legal and accounting fees against any overcollections is accepted.
It is further

ORDERED that the provisions of this Order, issued as proposed
agency action, shall become final and effective unless an
appropriate petition, in the form provided by Rule 25-22.036,
Florida Administrative Code, is received by the Director, Division
of Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee,
Florida 32393-0850, by the close of business on the date set forth
in the “Notice of Further Proceedings or Judicial Review” attached
hereto. It is further

ORDERED that no refunds are required for the collection of
gross-up on Contributions-in-Aid-of-Construction for the years 1993
through 1996. It is further

ORDERED that the schedule attached to this Order is
incorporated inte and made a part of this Order. It is further

ORDERED that in the event this Order becomes final, this
Docket shall be closed.














