
364 

BEFORE THE FLORIDA PUBLIC SERV ICE COMMISSION 

ln ~e : r nvest: g atton i nto the effect ) 
o i 1986 Fede r al Tax Refo rm on Revenue ) 
~equ i rements f~ r regulated utilities. ) ________________________________ ) 

DOCKET NO. 8 6 1145-PU 
ORDER NO. 20975 
ISSUED: 4-3-89 

:he f o l l o~tno Co~:ss 1one rs participated in the di s po sition I 
.J r ::his ma::te r : 

MI CHAEL McK. WILSON, CHAIRMAN 
TP.Ot-1.-\S M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN 1' . HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER ACCEPTING STIPULATION 

9 Y THE COMM ISS ION: 

NOTICE is hereby given by the Florida Public Service 
Comm1ssion that the action discussed herein is preliminary in 
n a ture and wi 11 become f ina 1 unless a person whose interests 
are subst a nt ially affected files a petition for formal 
proceedi ng purs u a nt to Rule 25-22 .029, !?lorida Admini strative 
Co de . 

On August 22, 1~08, ~~., l :;;:;u u d P1o posod Aqunc y AcLi o n Ocdor 
No. 19837 in which we required Lindrick .Serv1ce C<.. rpo ration I 
( Lindrick) to refund $27,600 in water revenues and $173,95 6 i n 
s ewer revenues and to place $37 ,848 for t he water division and 
$238.555 f o r the sewer division subject to refund, pending the 
o u tcome of o ur investigation. We initiated o ur inves tigation 
into Lindrick as a result of o ur Water and Se1~ct Division's 
r o utine review of a nnual reports filed by u tilities . 

Rule 25- 14 .003(4), Florida Administrative Code, requires 
utilities to file a report demonstrating the effect of a change 
in the income tax rate o n or before March 1st of t he year 
fo llo wing the effe ctiveness of such c hange . Lindrick filed a 
letter stating t hat it has no tax savings because i t i s an S 
c o rporation. 

In the Division's review of annual reports, it was 
disco vered that Lindrick r eceived tax expense in its l as t rate 
case (Docket No. 830062-WS, O r der No. 12691 ) since it wa s a C 
c o rpo rati o n at that time. Subse quently, Lindrick changed 
status from a C to an S co rporation under the Internal Revenue 
Code. It is this Commission ' s policy not to allow income tax 
expense in the cost of service for 5 corporations. 

Order No . 19837 found that Lind rick • s ch~ge to an 5 
co rpo ratio n resul ted in a c hange in tax rate (from 46\ to 0\) 
and , pursuant to Rule 25-14. 1003, Flor i da Administrative Code, I 
Lindrick should refund to its customers t he income tax ex~ense 
fo r 1987 and 1988, currently embedded in its rates and 
cha rges. Lindrick timely protested Order No. 19837 and the 
matte r wa s set fo r hearing. 
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SubseGuentl y. our St a f~ held a preliminary pr~ heati na 
conf erence in wh:.ch Lindric :<. p r esented a financ.:.al s':Heme:-.-:: 
::o r t he '::en mon ths e nded Octo ber 31. 1988 . 7:tb f i :-~anci; 1 
s:J:e~e~~ Ind ica t ed that Li~dri ck was not overearn . ng f c ~ 
!188 . L1ndrick the n f1le~ a ~oti 0n f o r Cont i nua~ce in an 
e :::or:: to reach a sor;::!•:n>en ': oi •. h1 s matter . Tr e :·!ot : v r• f : r 
Continuance was granted . Addt t i o na l tn fo rmatl o n t~3 s r ece 1ve d 
from Lindrick. including i ts letter to the Interna l Revenue 
Servtce revo k i ng tts Chapt e r S electi o n . Ou r Sta ff ' s ~e·,iew o f 
the i nfo ~mation ind icate s tha t L tndr ick ' s excess ea rning s are a 
result o f its ChapterS no n- ta x a ble stand i ng i n 1987. A review 
o f the f inancial in f o r n ation f o r a l l t·.~elve months o f 1988 
indicates that Lindri c k' s c o mbined water a nd sewer eatnings for 
1988 are within the range of its l ast autho rized r ate o t return . 

In ligh t o f the abo ve , o ur Staff SUl=iJOrts, and the utility 
agrees. t o the f o l lowing : 

1. No pro sp<!c t i ve cha nge t n ra tes as a 
result o f this i nvesti gattc n. 

2. Ad justments to reco rd ;5 2.: , t; ci2 i n 198 7 
e xcess earnings as an increase to sewer 
accumula ted deprecia ti o n . 

3. Lindrick will not appl y for a rate 
increase utilizing any histo ric test 
year prt o r t o a nd tncl udin') a test yea r 
ended December 31, 1989 . Tlus d oes no t 
pertain to : ndex and pass-through 
applicatio ns. 

Upo n c o nsideratio n. we f ind t he above stated three items to 
be r easo nab!o resol uti o ns t o t he matter before us and therefore 
accept them. The ratepaye:s w1 l l rece1•1~ a con t1nu 1ag oenefit 
from the reduction to rate base and the ut ility, its ratepayers 
a nd the Commission will be spa.red the cost of hea ring . 

Based o n the f o regoi ng . 1t is 

ORDERED by the Fl o rida Public Service Commission that the 
settlement rela ting to the 1987 o ve rearnings of Li nd rick 
Service Co rpo ration as set f o rth in the body of this Order is 
hereby approved. r t is further 

ORDERED tha t th• pro vi s i o ns o f t hi s Order issued as 
proposed agency acti o n, s h al l bccom l i nal unless an 
appropriate petition i n the fotm prov1ded by Rule 25-22.036, 
Florida Administrative Code, is received by the Director of 
Records and Repo rting at hi s office at 101 East Gaines St reet , 
Tallahassee , Florida 32399-0870 , by the close of business on 
April 24, 1989. 

By 
this 

ORDER of 
3rd day of 

( S E A L 

NSD 

the Flo rida Public Commission 
APRil. 

Reporting 
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:-10 -:'! C !:: .)f f'_'R :'HD P ROCEEDINGS OR JUDICI ;..L ~EVIE\'1 

Tl:e F: o rica Pu b lic Service Cornrr.i s sion is requ i red by I 
Sect i o n 1.?0 . 59 (4), flo rida Statu tes. to no tity par t ies of any 
administrative heanng o r judicial review of Commission orders 
that IS a·:allable under Secti o ns 120. '3 7 o l ~o.c-q, Fl lHt .:!a 
St l u es. ,15 ~~t· ll 1:. Lh\J p s oo.:u\.lu so s ""d time !tm!l :. that 
..1ppl y. '!'h 1s not~ce should not be construed to mean all 
requests f o r an adm1nistrat ive hearing or judicial r eview wi 11 
be g ran ted o r result in the relief sought. 

The action pro posed herei n is preliminary in na ture and 
wt I nl.l :: bec->me tH Lec tve o r ti nal. except as provided by Ru l e 
25- 2Z .Ol9 . Flo rida Administrative Code. Any person whose 
subs ::a:1tia l Interests are affected by the action pro posed by 
th1s order may fi le a petition for a formal proceeding, as 
p r ov 1ded by Rule 25- 22.029 (4), Florida Administrative Code, in 
t he f o rm pro vided by Rule 25-22.036(7)(a) and (f). Fl ori da 
Adminsst r.ltive Code. Ttn s polstl o n mllst bo rece1vod by the 
01 r tlc t o r . OlvlSlOn o f Records and Reporting at his office at 
101 East Gaines Street, Tallahassee, Flor i da 32399-0870, by the 
close of business on April 24 , 1989. In t he absence of such a 
pet.ition . this order shal l become e ffec tive Apri l 25, 1989 as 
prov ided by Rule 25-22.029 ( 6). florida Administrative Code. and 
as reflected in a subsequent ordet. 

Any o bject ion o r protest filed in this docket befo re the I 
issuance date of this o rder i s considered abandoned unless it 
s au sfies the f o regoi ng c o ndLtio ns and is renewed within the 
s pec1 fied protest peri od. 

ll t his o rder becomes final and effective on April 25 , 
19 89 , any party adversely affected may request j udicial revie•..J 
by the florida Supreme Court in the case of an electric, gas o r 
telephone utility or by the First District Court of Appeal in 
the case of a wa ter or sewer utility by filing a not i c e of 
appeal w1th t he Directo r. Divi sion of Records and Repo rt ing and 
!'!ling a copy o f the notice of appeal and the filing f ee with 
the appro priate cou r t. This filing must be completed within 
t hirty (30) days of the effective date of this order, pursuant 
t o Rule 9.110, Flo rida Rules of Appell a te Procedure. The 
notice of appeal mus t be in the fo rm specified in Ru le 
9 . 900(a), F lor1da Rules o f Appe llate Procedure. 
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