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De~embe1 5, 19?7 

VIA BANO PBLIYBRY 

Blanca S. B~yo, Director 

-

Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399 

Re: Parkland Utilities, Inc.; Docket No. 931141-WS 
Gross-u~ Matters 
Our File No. 21206.06 

Dear Ms. Bayo: 

Attached are the original and 15 copies of a letter to the 
Commission Staff Analyst to be filed in the above reference d case 
dealing with 1994 and 1995 groas-up refunds for Parkland Utilities, 
Inc. A.s promised, the Utilit.y is filing this in format ion to 
attempt to avoid the cost of a formal hearing, and to outline to 
the staff one of the major errore in the ata._f recommendation that 
we believe, once reviewed, the staff will agree requires 
significant ad~ustmcnt. ---

-- In order to fully explore the s':aft'e position with regard to 
the issues raised in the attached letter, we believe a meeting with 

-- the sta.ff members involved and t heir supervisors is neceooary prior 
to the reissuan~e of the staff recommendation in this case. We 

__ would like ~he opportunity to meet with ~h~ s~aft somelime in the 
1 next two weeks, if at all possible, so that we can discuss the 

issues raised herein and the need, if any, for raising the 
additional areas of concern to the Utility prior La them reissui ng 
a recommendation on this matter. 

F. ----

> I ' 
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Blanca S. Bayo, Direccor 
December 5, 1997 
Page 2 

Should you or any mem()ere of the staff have any questic..ns in 
chis regard, please let me ~now. 

Sincerely, 

FMD/tms 

Enclosures 

cc: Jennifer Iwenjiora, Esquire 
Ralph Jaeger, Esquire 
Ms. Christine Romig 
Mr. Ron Nunes 
Robert C. Nixon, C.P.A. 
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staff Analyst 
Division of ~ater & Wastewater 
Florida PUblic Service Commission 
2540 Shumard Oak Boulevard 
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December 4, 1997 

Re: Parkland Utilities, Inc. - 1994 ' 1995 Gross·u~ Refunds 

Dear Jennifer: 

Marty Deterding, Esq. requested that I write you concerning that 
portion of our analysis which has been completed since the deferral of 
the Staff Recoamendation dated October 23, 1997. 

There are several areas of disagreement over the calculations in the 
staff Recommendation, as follows: 

1. Staff grossly O'verstated Parkland's net operating loss (HOL) 
carryforward. Approximately $628, ooo l"l! the $1.6 million 
Staff calculated HOL simply does not exist. 

2. Staff's d~cision to include all operating expenses, except 
depreclat-"n and interest, as above the line expenses. 
Although the gross-up refund ca~ea of Eagle Ridge and Forest 
Utilities were cited ln the Recommendation as precedent, 
this is simply not the case. Those companies chose to 
settle thai: cases to avoid the costs and expense of trying 
this issue at a hearing. The commissicn has never addressed 
above and below the line methodology tor the allocation of 
expenses in a formal proceeding. Parkland continues tc 
believe that its methodology based on expenses im~dded in 
the Company's rates, as adjusted tor inflation and the small 
amount of customer growth, is reasonable and correct. 

OOCWMfNl "'"'R~R -CATE 

I 2 " 8 5 DEC -s ~ 
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• 
J. The Staff Recommendation made no attempt to allocate the 

alleged $1.6 million NOL between above the line and below 
the line activity. 

4. The legal, accounting, and other expenses rel~ted to this 
proceAding were not cons~dered. 

My t irst. step in responding to the Staff Recommendation waq to 
apportion Sthff's NOL between above and below the line activity. Inatead 
of going ba~k and doin~ the calculations b~sed on Parkland's theory, I 
utilized the methodology Staff has consistently used in its approach to 
above and below the line allocations. In tact, the information enclosed 
with this letter is based on Staff's own c.'\lculations in workpapers 
provided to ua by Staff and which are attachud. Although we do not agree 
that thia ia the correct approach, I have nevertheless used it in an 
attempt to eliminate controversy without th~ added expense of extensive 
calculations and development of detailed responses to <'Ill areas of 
disagreement outlined above. 

The enclosed schedule shows above and ')elow the line allocation of 
the Staff calculation of NOLs from 1990 through 1994 and the impact on 
1994 and 1995 gross-up refund computations using this information. 

In the first section of the schedule, the above and below the line 
NOLa are based on Staff workpapers which were developed sometime in July, 
1995. The only below the line allocated expense relates to depreciation 
in the years 1990 throuqh 1994 and, in 1994, some interest. Staff's 
above the line depreciation numbers were not materially different than 
those previously calculated by the Utility. The same is true of in~erest 
for the year 1994. For your referPnc~, I have attached copies of those 
Staff vorkpapers. Using this approach, the total NOL ot $1,653,279 is 
a !located $976,973 to above the 1 ine activity at .J $676, J 06 to below the 
line activity. 

In the second qection of the schedule, I have utilizod the above the 
line NOL to offse~ above the line income per Staff, as shown in the 
Recommendation of October 23, 1997. As you will note, an immaterial 
gross-up undercollection of $75 results for 1994 and a $12 over~ollection 
results for 1995. 

I believe the enclosed schedule and ~ttachmcnts form a reasonable 
basis to come to a satisfactory resolution of this matter, sine~ we have 
used Staff's own numbers in the calculations. If this Docket cannot be 
concluded based on the enclosed information, we will need to do 
additional analysis to prove to the Staff that the NOL of $1.6 million 
s ilDp ly does not e)( 1st by operation or the Tax Code . Further, we w i 11 
need to accu10ulate all of the legal, accounting, ~nd out-or-pocket 
expenses that have been incurred in this Docket, whi c h are substantial. 
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Should you have questions or comments, I \olould appreciate your 

faxing me any of your questions in \olriting so that we may accurately 
respond. Of course, I would be available to answer any simple questions 
over the phone, as necessary. 

RCH{apf 

Enclosure 

cc: F. M. Deterding, Esq. (wfencl.) 
R. Nunes (wfencl.) 

Very truly your~ , 

CRONIN, JAC~SON, NIXON & WILSON 

Robert C. flixon 



I. 

II. 

Notes: 

NOU 

1990 
1~91 
1992 
19i3 
19S. 

P il rid and Utilities, Inc. 
Staff Above & Below the Lioe Losses and 

1894 & 19&5 Gros.-up Refund Calculations 

ATl BTL 
NOL NOL 

per Staff (1! e!r Staff 

$ (204 .771) s (90.026) 
(217,942) (168,592) 
(246,464) (109,063) 
(143.962) (108,236) 
(163,834) (200,38~ 

Balance 02128194 $ (976 .~!l) $ (676,3De) 

Tot. I 
NOL 

s (294,797} 
(386,53-t) 
(355,527) 
(252,198) 
(364,223) 

.Li!.653,279) 

fllimat•CI..GI.oH:..uQ.&fuo~ ~attUiQ.I.UAIL..lnwn.e 

12f31/8<4 12J31tg5 

ATL Income before CIAC s 1,205,637 s 11,.( 12 
Less: NOl canyforward (976,97~ 

Remaining AT\. Income before CIAC s 228,664 s 
.:::.-.;;;;-_-c::=..; 

11,412 

TuableCIAC s 133.240 s 457,588 
First par depre<:iatic>n ~1 .160) 

132,080 
~11,787) 
445 .~01 

0.3763 0.3783 
49,702 167,755 
1.6033 I.G033 

Tax required 79.687 268.962 
Grosa.-up collected (79,612) 268,974 

(Refund) deficiency l -=-===- 75 s - 0~ 

(1J Per Staff workpaper, July, 1995 (attached) 

(2) Per Slatf Recommendation dated 10123197 (attached} 
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