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Should you or any members of the staff have any questicna in
this regard, please let me know.

Sincerely,

FMD/tma
Enclosures P

cc: Jennifer Iwenjiora, Esquire
Ralph Jaeger, Esquire
Ms. Chrietine Romig
Mr. Ron Nunes
Robert C. Nixon, C.P.A.
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December 4, 1997

Me. Jennifer Iwenjiora

Staff Analyst

Division of Watar & Wastewater
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 132399-0850

Re: Parkland Utilities, Inc. - 1994 & 1995 Gross-up Refunds
Dear Jennifer:

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

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

1. staff grussly overstated Parkland’s net cperating loss (NOL)
carryforward. Approximately $628,000 nf the $1.6 million
Staff calculated NOL simply does not exist.

2. Staff’s decision te include all operating expenses, except
depreclat.on and interest, as above the line expenses.
Although the gross~up raefund cazes of Eagle Rldge and Forest
Utlilities were cited in the Recommendation as precedent,
this 1le silmply not the case, Those companies chose to
sattle thel:- cases to avold the costs and expense of trying
this laesue at a hearing. The Commissicn has never addressed
above and below the line methodology for the allocation of
expanses In a formal proceeding. Parkland continues tc
believe that ite methodology based on expenses imbedded in
the Company’s rates, as adjusted for inflation and the small
amount of customer growth, is reasonable and correct.
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1. 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 related to this
proceading were not cons.dered,.

My first step in responding to the Staff Recommendation was to
apportion Staff’s NOL batween above and below the line activity. Instead
of golng back and doing the calculations based on Parkland’s theory, 1
utilized the methodology Staff has consistently used in its approach to
above and below tha line allocations. 1In fact, the information enclosed
with this letter is based on Staff’s own calculations in workpapers
provided to us by Staff and which are attachod. Although we do not agree
that this i3 the correct approach, I have nevertheless used it in an
attempt to eliminate controversy without the added expense of extensive
calculations and development of detailed responses to all 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 infeormation.

In the flrat section of the schedule, the above and below the line
NOLs are based on Staff workpapers which wera developed sometime in July,
1995. The only below the line allocated expense relates te depreciation
in the years 1990 through 1994 and, in 1994, some interest. Staff’s
above the line depreciation numbers were not materially different than
thosa previously calculated by the Utility. The same is true of interest
for the year 1994. For your reference, I have attached copies of those
Staff workpapers. Using this approach, the total NOL of $1,653,279 is
allocated $976,973 to abovea the line activity and $676,306 to below the
line activity.

In the second section of the schedule, I have utilized the above the
line NOL to offse. above the line Ilncome per Staff, as shown in the
Recommendation of October 23, 199%7. As you will note, an immaterial
gross-up undercollectlion of $75 results for 1994 and a $12 overcollection
resulte for 1995,

I belleve the enclosed schedule and attachments form a reasonable
basis to come to a Batisfactory rescolution of this matter, sincr we have
used Staff’s own numbers in the calculations. If this Docket cannot be
concluded pased on the enclosed information, we will need to do
additional analysie to prove to the Staff that the NOL of $1.6 million
slmply does not exist by operation of the Tax Code. Further, we will
need to accumulate all of the legal, accounting, and out-of-pocket
expenses that have been incurred in this Docket, which are substantial.
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Should you have guestions or comments, I would appreciate your
faxing me any of your guestions in writing so that we may accurately
respond. Of course, I would be available to answer any simple questions
over the phone, aAs necessary.

Very truly yours<,
CRONIN, JACKSON, NIXON & WILSON

&b

Robert C. Hixon
RCN/apf
Enclosure

cc: F. M, Dsterding, Esg. {(w/encl.)
R. Nunes {(w/encl.)







PARKLAND UTILITIES, MNC.
Taxatis (NCOMe
For tax yesr anded 2-28-90

Per Ul Por Uil
Annual Tax
Raport Retun
FYE FYE

ar1,164 o4 550
0 0

748 -]

0

38,843 42548
3,118 241 527
2305 8,955
14,497 7 081
84 400 77,298
15,688 18,859
1411 10,508
78,704 90,127
4819 5,296
3,537 3557

P - . ——

418705 62851
(208,22 0197

D¥fecence

A-T-L San A-T=L

PorUtity  Adustments  Per Stalff
(48,640) 259,212 0 259,242
63,004 0 3,524
(48,640) 323,008 0 32,008
26 63,328 54,582
0 0 0 0
212 k7o) L 8
(= B3] 28,099 15,649 42 548
(148,413 110,889 1,812 142,501

)

{5903 a.461 2454 8,655
(12.564) 9380 17,081 27,084
(12,908) 7299 0 17298

(2.068%) 17,084 8sr2 18,550
{1.087} 10,431 $,907 18,300
(11.423) 90,127 0 90,127
{es) A 5227 6,290
3.55'; 3,557

0 0
(194,650) 300,637 B -1_4—7_;7_1) _-;2;;7—

146.010 (57.601)  (147,170)
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PARMLAND UTILITEES, INC.
Taxable INCHme
For tx yoar ended 2-28- 91

Per Uiil. Por Uth,
Annual Tax
Report Reham Difference
FYE FYE
Rervanue 12-3-99 2-28-01
Gross receipts/sales 200,638 255,008 {54.200)
Irtarest
Othet ncome
Amonization of CIAGIA/MRI(84ITN] 64,300
Totsl Reverws 200,835 39,478 (54,2000)
Deachuctions:
Salaries & Wages 727 a7,5%00 8.7
Bad Dabts 155 (1] 155
Ferts 1,198 1,408 ny
inMorest 0
Taxes 44128 42 952 1.134
Depreciation 107,687 200,968 {183,321}
Othwr Deductions:
InsUrance 12,071 9.698 2,353
MiaceRmnaous 15,404 13,240 2,155
Uniition {note1) 99,7% 0 9,730
Chemicels 10,5448 0.7 Q.24
historiais & Supplies 7.3 124,840 {157, x24)
Corntract Services 94,420 11,77 (t7.297)
Tranepovtation 4,00 4,00 o
Siudge Removal 0 0
Acfustraents fndx - Pih) o
Total Dacuctons 458,290 706,009 209.819)
Tanshio [neome (295.555) (3006,534) 155,359

A-T-L A=T=L
income Sealt ncome
Per tiity Adustments Per Stalf
225,095 0 255 005
84 380 0 84,380
o448 Q T 4TS
I 2 58,274 7500
0 0 1]
ar3 1,088 1,408
7ol 15981 £2 092
125,308 44 850 iT2047
1]
0,481 Az -1 ]
9,380 3,000 249
0 0 C
17,684 2113 o.n7
102,534 2,112 124,540
100,547 10870 1inr
m 3953 4.0
1) L1
{49,651) (45.851)
0
421,575 115,842 53rAl?
(102,100) (115847 (217943
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PAR_AND UTILITIES, INC.
Texabig income
For tax yusr enced 22882

——— ——— e el L ——

e — — — - S S— ———

Total Deductions

Teoable Income
CIAC
Taablo income wfCAC

P U, Per LRI

Aawrersl Tax

Reporn Retum O Hiarance
FYE FYE

12-M-81 2-28-82

— s — ——— — i - ——

290,995 340,053 (s".950)

34,450
290,095 383,403 (57.958)
o 0
0 0 0
a2 982 {90}
0
23 493 24,962 (1 400}
13,785 267,319 {190,524)
0
J.0688 3,870 ]
18,324 &2.010 {48.004)
100,789 114,004 {13,245)
21,883 20,328 .44
7,309 10,431 0129
191,478 224 04 (33,446)
2 280 2,780 0
1]

A-B-L A-B-1
NGOrmee Gt Inoome
ParUtity Adiustments Per Staft
340,953 0 349,053
340,953 1] 348,953
0 o]
L] o 1]
m ang 962
20,999 3,984 o 952
nma 9.0 157,73
0
3,670 0 oo
2,390 52,600 2.0
0 114,004 ‘14,004
17,684 10,842 40.500
102,534 {92,169 10,431
100847 124,077 224 00
4| 2200 2,280
0
0
0
333,950 208 002 829,352
15,6003 (298,002 {260,399
33,505 7% ]
49550 (248,454

NOISIWWDD 3D2InMd3S JIdnd

1ng

90°d ZOO"ON vP:6 S6°¢




PARKLAND UTATES, INC,
Taxable inCome
For tax yoar ended 2-28-3)

NOISIKKWOD 3JIN¥3S 217dnd

Por Uil Por L0,
Anwrwsal Tax
Report Rasturn Diforence A-B-| A-B-I
FYE FYE noome Enal¥ Incoma
Aevernm 12-0-2 2-20-0 PerUihy Adandmwrts Pur Salt
Grose receipta/sailes 208,119 410,855 {15,798} 410,055 Li ] 410,058
Intorest
Othar InCome
Amorization of CIAC] (86937))
Total Revverun 308,119 410,885 {15,798) 410,858 0 410,858
Deductionn:
Sataries & Wagea 0 0 0
Bad Dailxs 29 K~ 0 g ] K 7a']
Raerd 34 44 - 1) 44 0 a“
interyst 479 o4 L D04 o
Ty 20925 29.53% o5 20,010 .0 20,53G
Depeet kathon 142,891 283,990 (121299 TR, 744 7.0 155,754
Otvr Deductiorn: o 0
fnsuranCe 3.1% 3180 0 3180 0 s.180
Miscot angoyus . R.x =) 7332 1,300 7.2 0 T332
Utiities (notet) 99,430 99,430 0 4] 0
Chemicals 20,098 24,501 3587 17,684 5,847 24,531
Materiply & Suppliies 9.961 109,554 (99.583) 102,534 7.020 109,554
Coniract Servicea 208,254 215,189 (9.535) 100,847 114342 215,189
Trasportation 5,080 8.08¢C (\.220 71 8.009 8,080
Adjustments ) 0
: 0
0 4]
Totel Deductiorn 53 973 ). 053 {127 565) 337,776 217,082 554 617

Taxabie Income (129,954)  (252.19€) 111,829 TA0N0 (7,047  {143982)
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PARMEAND UTILITES, INC.
Tarabile Income

For Lo year ended 22004
Ui, Pro Forma/Staft ACusl

Per Lt
Armisal
Raport
FYE
Ravernss 12-3t-103
Qross recaipty/sales 458 218
interesl
Other Incomea
Amoniz siion of CIAC
Totsd Revenus 438,218
Deductions;
Saluries & Wagm
Bad Dabns 576
Rorts ]
interesl 208 967
Taxss 1,083
Deprecistion 151,158
Other Deductiomne
Inaurence 4,088
Miscsilsneous 13,014
Unilitles (note) 108,622
Chemnicals 30,159
Maesysiale & Suppiies 10,650
Contract Sevices 203,138
Transportation 8,608
Adpsstrnonts
Totel Deductions 768,439

Tanabie 'noome

Por L.
Tax Pro Forma
Retum DiNfference A=T-L
FYE incoma
2280 Per Utilty
470,510 (14,334) 410,855

o
576 0 329
200 {200) “

200,367 o

33,083 0 15,306

228011 (7A853) 135453

0

4,068 0 3.180
18,400 (2909 8218
108,822 0

®.1S 1,958 056
119481 {108,831 87,385
190,058 13,080 60,074
8,633 173 "2

An=T=L
Sl Income
Adiusiments  Per GRaff
59,718 470570
50,718 470,510
4]
247 570
158 200
98,253 b B
11,777 I
(2.09;) 12750
am 4088
10,187 15,403
0
M8 218
2 008 119,481
139,902 190,058
aan 5,433
Q 1]
i}
0
330,090 S, 404
{216, x34) {163,832
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‘FILE No. 308 10-28 ‘97 10:11 1D:

13 ATL TAKABLE COME PER STARF
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PARELAMD UTILITIES, INC
STAFF CALCULATETD GROSS-UP REFUND
10 bl . ]
1,300 057 D, 40
AL ]
{1.400) (1.187)
&5 e
R —
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(153,400 Y Jak)
1.0 v.nr
1 118 —
s I XM 021
— 17 —
153.400 AST SM
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133340 A0 01
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] Enn—
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*
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——L AT »
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[ b T?
Y - Y Y -
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areny A109.045)
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aam) 100 ban}
L 1
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