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BEFORE T HE FLORIDA PUBL I C SERV I CE COMMI SSION 

I n re : Petiti o n of SOUT HS IDE 
UT ILITIES, INC. 0 t 'Verse entry to 
Account 271 , Contrtbuttc ns-i n-Aid
o f-Constructi o n (CIAC), in Duval 
Co unty. 

DOCKET NO. 8')0J00 - WS 

ORDER NO. 2 1 I I I 

I SSUEI"l: ' ·-24 -89 

The following Commissione r- s pJrti ci pated in the dispositi o n 
o f this ma tter: 

M I CI!AEL Mc K . ~~ I !.SON. CI!A I R~\MI 
THOMAS ~1 . BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

ORDER REQU IRI NG REFUND. DI RECTING PAYMENT OF INT EREST. AND 
DELEGATI :H.; AUTHOR I TV TO STAFF TO APPROVE CERTAIN REfUNDS 

BY THE C0 !1M TSSI ON: 

BACKf.iiH)UNO 

Southside Uti lities , Inc. ( Southside o r utili t y) i s a water 
and sewer uti lity company se r vi ng t he pub l ic i n Du val Coun ty . 

In 1986, a customer o C t he uti l ity prepaid $1,030 i n e xcess 
Co ntributi ons- i n-Aid-of-Co ns t ruction (C I AC) charges and $621 in 
c o rresponding tax "gross-up" charges. In 1988 , whe n the actual 
c o nnectio ns were made. the utility inad •·e r ten tly col l ected 
these cha rges a second time . Upo n discov.:r i ng Lh i s e r ror i n 
February of 1989 . the utility requested our permiss ion to 
refund the o ve r-ee l : ecti o n lvt t hout interest ; to make t he 
necessa:y reverstng entries in its books to reflect L he Lcfu nd ; 
and t o withdraw the $ 621 i ncome tax " gross-u p " c h arge (ro m i ts 
escrow account so t hat this amou n t cou l d be refunded to t he 
developer. 

\•I! THOR;\IIAL OF TAX GROSS-UP CHARGES FRm1 ESCROW 
AND DELEGAT I ON TO STAFF 

The Ta x Refo r m Act o f 1986 requires corpo r ate ut i l i t y 
c o mpanies to cl a tm Contributi ons- i n-Aid-of-Const r uct ion ( CIAC) 
t cceipts as g t o ss inc ome f o r putposes of compu ting a u ti li t y 's 
income t ax liabtlity. By Orde r No . 1. 697 l. issu ed Uecember 18, 
1.986, t his Conunissi o n autlto z· izl!d co rpo rate water and sewe r 
u t i li ties to c o llec t he po ten lia l tax liab ili t y cau sed by t he 
changes in the tax law wi t h r espect Lo CI AC charges. In this 
Sdrne Or der we al so established ce t tain accounting and reporti ng 
pro cedures f or the u tt liltes t o Collow with respect to t h e t ax 
" g t o ss-up·. Arnonq thes e were t ha t the uli l ities had to r eport 

o the Comrni ss t o n al the c o nclus i o n of the i r Lax yea r t he 
actual income ta x l t abllily incu rred during t he y ear as a 
result o f the c o llecti o n o r CIAC and the u t i l ity' s p l an fo r 
refund1ng any exc e s s c o llection o f lax related charges. Al so . 
t he utilities were requ ired Lo establish a full y f u nde d 
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i nteres t bearing e scrow account f o r the depos it o f the CIAC tax 
" gross-up". Further, wi thdrawal of funds from this e scrow 
account w·as permi tted to the e x t e n t t ha t es t tma ted Fed e ra l and 
Sta t e income taxes would be paid as a const·quenc e o f i ncome I 
taxati o n o f CIAC rece ipts . 

In Order No . 1913 7, i ssue d April 13, 1988 , we e xpress ly 
delegated to our s t aff the au t ho rity t o appro v e a t o ta l re f und 
o f ClAC t ax " gross-up" c h a t gcs whe n no ta x liabil i ty is 
ac tually incur red. 

In t he p res en t case . we fi nd t hat no tax li abi l it y will be 
incurred by Sou ths i de due to i ts mi s taken s eco nd c o llectio n o f 
CIAC c h a r ges si nce the p t o posed reimbursement will occur in the 
u t i li ty' s s ame t a x y ea 1 . The r efo re, we approve the r e qu es ted 
$ 62 1 withdrawa l of funds t r om t he e scrow account. Further, to 
t he exte n t t h at Southside o r o t he r utilities encoun ter similar 
bill i ng e rro rs wh ich re s u l t in mis taken collectio ns o f CIAC tax 
"gross-up " c h a r g es, we he r eby delega te t o o u r staff t he 
au t ho ri t y to admin istrat i vel y proce ss appro pria te r efunds . 

REVERS ING ENTRI ES 
AND DELEGATION TO STAFF 

As a ut i lity s ub ject t o o uL jurisdiction, So u thside is 
r equired t o maintain its book s pu r s u a n t to a prescribed uniform 
s y s tem o ( accounts . The ac counting instructions for Account 
271 , CIAC , provides that a utili t y must see k Commission 
au t ho ri t y prior t o transferri ng CIAC credit balances to any 
o ther account. The utility has interpreted this to mean th~~ 
our pe r mi ss i o n is needed f o r the correction of a billing erro r. 
li ke t hat in t he instant case . 

Ou r pro h i biti o n agains t t r ansferring CIAC credit b alances 
is i n ten ded to pre clude the unautho rized t ransfer of such 
ba l anc e s to other long-term asset o r li ability acco unts . Such 
u nau tho r ized t r a n sfe r s woul d inc lude reduc ing C lAC while 
increasi ng Adv a nces Fo r Co nstruction o r Retai ned Earnings, or 
r educ tng C IAC (debi t ) a nd a l so r e duci ng Plant in Service 
( c r edit }. T h is po l i cy is not , howe ver , inte nded t o pro hibit 
reversing en t ries in a u t i lity ' s C I AC account t o co r rec t 
bookkeeping e rro r s such as in t he pres ent case . 

Base d o n t he fo rego ing , 1ve Cind t hat Souths ide i s he r eby 
autho rized t o make t he neces sary r e v e rs1ng ent r i es o n its books 
to re f lect t he ref u nd or:' CIAC and " gross-up" charges . We 
further find that in t he future , in ca se s such as th i s where 
no nco nt ro v e r s ial accoun t i ng adj u s tme nt s are needed to c o rrect a 
bookkeeping erro r , s uch ad j u s t ments s ha ll be r evi e1ved by our 
s t af f a nd proce ssed admini st r at ive ly. 

INT EREST ON REFUNDS 

So u t hside cont ends t h at si nc e a ny interes t o n the 
e rro neo u s ly c o l lected se rv ice avail abillty and "gross-up" 
cha rg e s •..~ould be i nsi gni f icant and costl y to compu te , i t should 
no t be req u i r ed to pay a ny such interest. The utility's 
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request to omit payment of interest on the ordered refunds is 
inconsistent with our Orders Nos. 16971 and 19371. i ssued 
December 12, 1986, and April 13, 1988, respect ively . In these 
Orde rs, ...,e specif :ca lly directed t ha t ref unds of erroneously 
c o llected CIAC ··gross-up" charges wou ld be mJde with i n terest 
at the rate actually earned by the utility . Therefore, we find 
that Souths ide sha ll pay interest o n both the service 
availabi li ty and income tax "gross-up" charges which it 
erroneously collected. We now turn to the question of the 
a pp ropriate rate o t interest. 

As di scussed above , we have previo usly dete r mi ned that t he 
appropriate interest ra te for refunds of tax "gross -up" cha r ges 
is the ra te actual l y earned by the uti l ity o n s uch fees. In 
other situati o ns, such as in the c ase o f interim rates, where 
the Commission has o rde r e d a refund with interest, the 
Commissi o·n rule is that interest shall be calculated at the 
c ommercia.l paper rate. Howeve r, since in its petition seeking 
omittance o f payment o f interest, the util i t y alleged that i t 
would be costly to calculate the interest refund, we will 
aut ho rize the utility t o utilize the l east costly metl.od in 
arnv1ng at the interest re f und amount r elating to the 
"gross- up" o vercollectio n. Nevertheless, interest on the 
s ervice availability charges shall be calculated at the 
commercial paper rate pursuan t to o ur rul e . 

Based o n the foregoing, it is, t he refo re, 

ORDERED b y t he Florida Publ ic Servi ce Commission that the 
petition of So uthside Utilities , Inc . to reverse an entry to 
Acco unt 271. Cont ribut ions - in-Aid-of-Construct ion {CIAC), i s 
approved in par t and denied i n pa rt as shown in t he body v f 
this Order. It is further 

ORDERED t hat So u ths ide Util i t i es , Inc . shall 'r efund with 
interest o n erroneousl y collected service availability and tax 
"gross - up" charges as shown i n the body of this Order. It is 
further 

ORDERED that Co~n i ss i on Staff is hereby g ranted 
administrative authority to revi ew and app r o ve noncontroversial 
a ccount1ng adjustments and refunds nece:;sa ry t o correc t 
bookkeeping errors caused by t he erroneous collection of CIAC 
service availability or "gross - up" charges where such 
collection does not result i n the affected util i ty incurring 
any income tax liability. It i s further 

ORDERED tha t th i s Doc ket s hall be closed upon Staff 
verif ication that the refunds o rdered h e rei n have been 
c ompleted . 

By ORDER of t he florida Public Service Commi ssion, 
t h i s 24th day of APRIL , 1989 

Division of Repo rting 

( S E A L ) 

RJF 
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NOT ICE OF FURTHER PROCEEDINGS OR JUD IC IAL RE.IIEW 

The Flo r ida Public Service Commission i s required by 
Secti on 120.59(4). F lo rida Statutes , to notify parties of any I 
administrative hearing o r judicial revi e w of Commission orders 
that is available u nde r Sections 120.57 o r 12 0.68, Florida 
Statutes, a s we ll as the p r o cedures and t i me l imits t h a t 
apply. Thi s no tice should no t be construed to mea n all 
requests for an admin i st r a tive hearing or j udicia l review will 
be granted or result in the re lief sough t . 

Any party ad~ersely a f f e cted by Lhc Co•mni ss l o n• s final 
actio n in this matter ma y request : 1 ) rec o nside r at i o n of the 
decis i o n by filing a mo t t o n f o r reco ns iderat i o n with the 
Director , Divisio n o f Reco rds and Reporting wi thi n f i fteen (15) 
days of the issuance o f t hi s o rder in the form presc ribed by 
Rule 25-22.060 , F lo rida Admini s trative Code; o r 2 ) judicial 
review by the Flo rida Supreme Court in the case of an electric, 
gas o r telephone ut i li t y o r the First District Court of Appeal 
in the case o f a wa te r o r sewer utility by filing a notice of 
appeal with the Director, Division of Records and Repo rting and 
filing a copy of t he no tice of appeal and the filing fee with 
the app r o priate c ou rt. This fi ling must be c ompleted within 
thirty (30) days af t e r the issuance o f this o rder, pursuant to 
Rule 9.110, fl orida Rules of Appe llate Procedure . The notice 
o f appeal must be in the form s pe cified in Rule 9.900(a). 
Flor ida Rules o f Appellate Procedure . 
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