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Rule No. 15 
 

 (Continued) 
 

 

 MAIN EXTENSION  
 

E. Facility Relocation or Rearrangement 

 
Any relocation or rearrangement of utility’s existing facilities, at the request of, or to 
meet the convenience of an applicant or customer, and agreed upon by the utility, 
normally shall be performed by the utility. Where new facilities can be constructed in 

a separate location, before abandonment or removal of an existing facilities, and 
applicant requests to perform the new construction work, the applicant shall be 
permitted, if qualified in the judgment of the utility, to construct and install the 
facilities himself, or arrange for their installation pursuant to competitive bidding 

procedures initiated by him and limited to qualified bidders. In all instances, utility 
shall abandon or remove its existing facilities at its discretion. The costs of all related 
relocation of mains, services, and hydrants, rearrangement, removal, and tie-in work 
shall be paid to the utility as a Contribution in Aid of Construction. 
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F. Income Tax Component of Contributions and Advances Provision (T) 
   
 1.  Contributions In Aid of Construction (CIAC) and Advances In Aid of Construction  

     (AIAC) shall include, but not limited to, cash, services, facilities, labor, property,   

     and income taxes thereon provided by a person or agency to the Utility. The value  
     of all contributions and advances shall be based on the Utility’s estimates.   
     Contributions and advances shall consist of two components for the purpose of  
     recorded transactions as follows: 

a. Income Tax Component (ITC), and 
b. The balance of the contribution or advance. 

 
 

 

  
2. Beginning January 1, 2018, the ITC or additional fee identified as the “tax gross-

up” shall be calculated by multiplying the amount of the CIAC by the tax factor of 
21.58% for contributed plant-in-service, and AIAC by the tax factor of 22.64% for 
advanced plant-in-service.                                                      

 

3.   The ITC of 21.58% and 22.64% are established by using Method 5 as set forth in  
      D.87-09-026 in I.86-11-019.  
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MAIN EXTENSION 

(T)  F.      Income Tax Component of Contributions and Advances Provision (Continued)

4. The formula to compute ITC includes the following factors:
a. California Corporate Franchise Tax Rate of 8.84%
b. Federal Income Tax Rate of 21.00%

c. A Discount Rate of 8.61%

5. The ITC tax factor has been derived from the corporate rate and it will remain in 
effect until the Utility’s net taxable income changes to the extent that the tax gross-

up rate would increase or decrease by five percentage points or more. When and if 
that occurs, the Utility will file an advice letter showing the new rates and cancel 
out this sheet.

6. In the event that the Utility collects a gross-up using an incremental tax rate that is 
more than its incremental tax rate as determined on a taxable year basis, without 
consideration of a tax credit or tax loss carry forward, the difference between what 
was and what should have been collected will be refunded to the Applicant.
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