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XIII. Contributions In Aid of Construction 

The contract with the developer/customer shall contain a notice of these charges and time table of

payment.

For all cash and property contributions provided to the utility a gross-up factor shall be applied in 

order to recover the corporate federal income taxes associated with those contributions. The Utility will be

paid this amount directly before the sewage system Is allowed to start operation. The formula used to gross up

contributed cash and property is as follows:

Tax lmpact=TR/{1-TR) * (C+P)
TR = Marginal tax rate of federal corporate income tax.
C = Dollar amount of charges (cash) paid to the utility as a contribution.
P = Dollar amount of property (plant, land ... ) conveyed to the utility to be recorded at the original
construction cost of the property conveyed to the utility, or a reasonable estimate of the original
construction cost if such cost is not reasonably ascertainable.

Example 1:
Developer donates $500,000 cash to utility to build a specified facility.
Using a 21% federal corporate tax rate, developer owes the utility federal income taxes of:

I 
* * 

.21 {1-.21) $500,000, or .2658 $500,000 = $132,900 
ln total, developer owes utility $632,900 (500,000 cash +$132,900 In federal corporate income taxes). 

Example 2: 
Developer donates $500,000 in plant and land to utility as a contribution. 
Using a 21% federal corporate tax rate, developed owes the utility federal income taxes of: 
.21/ (1-.21) * $500,000, or .2658 * $500,000 "'$132,900 
For the contributed property, developer owes the utility $132,900 in corporate federal income taxes for the 
$500,000 in property contributed. 

XIV. Annual Reporting Requirements for Contributions In Aid of Construction

Utility shall file calculations with its Annual Report detailing: (1) the individual amounts of cash and

property contributions received for the twelve months ending December 31 ("reporting year"); {2) the

location and description of contributed plan,t; (3) the location and property deed of donated land; (4) amount of

cash contributed for each project; (5) the calculation of the utility's tax liability using the tariffed 

formula for the reporting year, separated by amounts related to property and cash; and (6) the amount of 

federal corporate Income taxes actually collected on contributions in aid of construction for the reporting 
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