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I . EX!CUTI V! StnOWlY : 

AUDIT P111tPOS! : 
lla hava applled the procedurea ducrlbed In Section I I of th!'o r••port In 
order to audit the Rate 8aae of Sunray Utlllclcs !St.John~ and Nassau! for 
the period ending December 31, 1996 . 

DISCLAIM PUBLIC USE: 
This is an internAl accounting report prepared after performing a ltmlccd 
scope audit. Accord ing ly, thia document mu•t not be rel ied upon for any 
purpo• e oxcept to assist the Co~~~a~ isslon Staff In the performanc• of the ir 
duties. Substantial addit ional work would have to be perfo rmed to satisfy 
generally accepted auditing standar ds and produce audited f inanc ial statr ­
menta for public use . 

OPINION: 
Subject to the Audi t &><captions and Disclosures contained In thl.o t<'port , 
the schedules of Raee Base as o( December 3t , 1996 reprasnnl comp11ny books 
and r ecords uineained in subauntial co~tpllancc wich Co~t~~ln6lon dln·ct lv•·o 
The expreasod opinlona extend onl y to the &cope of thco work de•crlhod In 
Section II of this report . 

SOMKARY DISCLOSUl!S : 

For Sunray·NlUlsau, the ucillty was unabl e t o provide doc:waentRtlon 
to support $26 ,860 of llatar Pl&nt and $14. ' "0 of Sewer Planl . 

For Sunray-llanau (\later), che utility hns $36,000 of Laud purchnso•d In 
ant i cipati on of an oxpanaion ln Water Plant opernclono ; how<· vt•r . thIs 
construction of additional \later Plant has not occurred 

For Sunray-St .Johns, che llatar Plane ls overstated by $7.~00 a nd thP Sower 
Pltant is u.nderstatad by $7, 500 . 

For Sunray·St.Johna, the utili ty filed a 1995 Annual Repor t with Lhe 
St . Johns \la ter and Sower Authoricy and list ed th~ existence of llonused and 
Useful Planc; however , che utility desires that t hose IUIOunts listed as 
llonused and Uaeful be declared void for the purpose of eatabllahlng the 
Sunray-St,Johns Race Base for tho acqu151 tlon by Uni t ed llaler 
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II . AUDIT SCOPE: 

The oplnl ona contained in thla report are baaed on t~e audit work wh ich 
Ia deacrlbed below. Vhen u.od In this report Compll~d m~ans tha t aud i t 
work inc ludaa : 

Co11p1led: Heana tha t the audit ataff reconciled 
exhibit amount• with the Ceneral Lodger ; vl•ua l1 y 
scanned accounta for error or Inconsistency : 
dlac1oled any unresolved error , Irr egularity, or 
Inconsist ency; and , except as otherwi se not ed, performed 
no other audit work . 

RAn !lASE: 

Co11p1led Ratco aaae Cor the period andln& Dece11ber 31. 1996, utabllshcd 
schedules oC Pl ant accounts fro• J anua r y 1, 1988 to Doc e11bor 31 , 1996, 
tra ced Plant account balancea to the Canere1 Lodgers and/or the Audit Trail 
Reporta (the Audit Trail Report Ia a co11pany apeclfl c docwoent pr ovldl nf, trenter 
der;ai la per tran.u ctlon than th&l con t al ned i n the ut lll ty' 5 Ceneral Ledger) 
Croll January 1, 1988 to Deceabor 31, 1996 ; t raced Plant Account Summary Ledger 
to the Ceneral Ledger aa of Dece11ber 31, 199~ : utlllzad audi tor Jud&eaent ro 
aelect tran.ac tlona vi thln the Plant accounta for veri fi cation of transactions 
Croa ledger to invoice to check and/or to other documentat ion; Iden t ified Plant 
lte111 not to be ao1d by the utility (Sunray·Nassau Yat e r f as exc lualon$ froa the 
rata baae par lh.iud llat.er acqu!ai tlon; !dent ! fled Sunray general Plant I teas 
to be told by ~ 1.!~1Uty •• lnclualona Into the rate bu" par United Yater 
acqulaltlon ; compared (for each cateaory of Plane) the uut II C .. used Cor 
deprec iation purpoaea by the ut ility to the F. P. S. C. aaaa t life auldollne• wi t hin 
the Co-laalon rule ; t raced Contr i butions ln Aid of Conotrucllon (C I II .C. ) 
balance• co the Cenore l Ladaer and/or Audit Trail Report froa January I , 1988 to 
December 31, 1996 ; traced AccUIIUla ted ~rtlzation of C. I A C balancea to th~ 
Ceneral Ledaer and/ or the Audi t Trail Report fro• January I , 1988 lo Dace11ber ll , 
1996. 
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III . AotliT DISCLOSOR!S : 

AUDIT DISCLOSOP..E No. l 

SUBJECT: KISSING DOCUMENTATION TO SUPPORT PLANT . 

STATE:Hl!NT OF FACT: 
support $26,860 of 
a t Sunray Nassau . 

Tho utility was unable to provlde documentation to 
Ya t er Plant at Sunray Nassau and $14,960 of Sewer Plonl 



AUDIT DISCLOS01! No. 2 

SUBJECT : lAND PURCHAS!D P'OR FtJTUR£ !XPANSION OF 1/Al'EB PUNT. 

SfAT!K!NT OF FACT: Tho ut.illt:y haa !.and llnld for r ... turc UHe ol $36 , 000 
at: Sunray Nauau (\later) . ln Aug.at 1988, the utlllty purchased $36,000 
of 1..4nd (per JVOS-07 for ~.yland parcel 8!> · 1·2) . The uclllcy acatu that 
lt had purchased tho lond in anticipation of an expansioil/conatrucclon of 
additional \Iacer Plane. H'ovever, t he expansion of the addi tional llotcr Plane 
has not yet occurred. Tba utility conaidera that Land aa being a slt~ for 
the future expansion of \Iacer operations . 
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AUDIT DISCLOSURE No. 3 

SlTBJECT: IIATER PLANT OV!IlSTAT&D AN.D SEVER PLANT UNDE.llSTATED . 

STATEMENT OF FACT: The u~illcy at Sunray St. John~ has overs t ated Uocer 
plant and understated Sever Plant . The amount is 57.500 . In April 1992 . 
o check (Number 020844) vas paid to JAX Ut111tiea Hanatement Inc . in the amount 
of $9,236 for three invoi ces : Invoice• 000274 ($440) , Invoi ce• 001826 ($1.296). 
and I nvoice• 001827 ($7,500). A revlev of Invoice• 001827 ($7,500) shows thnl 
it was for the Sower Trea tmen t pl ant; however the $7,500 cost vas allocated Into 
the \later Treatment plant account. Ther efore, lolater p l ant ls cur rently 
overstated by $7,500 and Sewer p l ant is currently understated by $7,500 . 
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AUDIT DISCLOSURE No . 4 

SU'BJECT: P~~ NONUS!D AND USEFUL. 

ST.AT!KEKT OF FACT : The auditor reviewed t.he utill t.y's Annual Repon for 
Sunray Utilit i es • •• St. Johns, Inc. f or t he Calendar Yoar Ending 199S (flll ng 
date July 1, 1996) a s filed before the St . John'" County lla cor and Sewer 
Authority. On paae F-4 of chair report , the St . John'a County \later a nd Sow~r 
Authoricy request.& identification of Nonuaed and Uaeful Plant (vlth a f ootnote 
th.at states "EstLJUted if not knovn") . The auditor observed chat the utility 
had entered the follovina information on chat line of paae F-4 : 

Nonusod and Useful Plant 

Water 
Ut illty 

$390.873.24 

Sewer 
Utillty 

$62~.80'· ~0 

The auditor IU.de an Inquiry (via DocWilont Request) to echo Account Lng MAnager of 
Sunray Utilities requeatins a detailed explanation of c:hese amounts. the 
escl!Ucion methodology utll l :ed, and an lndlcatlon as to whe t her United IJocer 
(tho B'qYtrtng QOt1ty) hod ~owl!4go of ~he s ituation . The Accounting Manager 
of Sunray Utihtiu rea ponded and indicated ( l ) t har when she hod entered the 
amounts onto the Annual Report, aha did not have the engineering datn to 
accurate ly dete rmine any aaount of Nonuaed and Use f ul !Plant and (2) that she. had 
utilized an es timation procedur e which appears to have led co on overstatement 
of Nonusod and Useful Plane. 

The Accounting Manager of Sunray Util i ties des! res c:hat her nwobo r a onto red for 
Nonuaed and Us e f ul Plan t be declared void 'for t he purpose of eacablishing the 
Sunray-Sc . Johns Rate Sue for the Acquisition by Unl ted IJater . A de tailed 
l etter from h er regarding thl1 matter (tho clrcum&~n,o• of the St . John& 
Authority flUng. the eatl.u ttion procedure chat ahe uc:illzed, etc ) Is included 
within the 1./ork Papers of the audi tor. According to the Accounting Hnnager of 
Sunray Utili ties verbal a ce camont s: "To tho beat of my know l odge. nll plant/land 
(ocher than the $36,000 SUilray Nuaau Land held for future llate>r use), Is 
currently complet.ely usaful, is baing uaed. and is fully operational at the 
St . Johns Utility for Wa t er & for Sever a.nd a t t.he Nuaeu Uttllty for lla ter 6 for 
Sever . • 
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. ' State or Florida 

c~ 

fUUA L JOIINSON, OWIIMAN 
SUSAN F, ClAM 
I TEIUt Y DEA50H 
JOE()A.c!A 
DIANE 1: K.U:SU.'IO 

OIVI'iiOII Of IU.C\hUl5 .t 
IU'J'Oit11NO 

lli,.AioiCA S IIAY6 
DIIU'CTOII 
(900 I •• }4 '170 

.tkablk 6trbiu (:ommi~~ton 

June 16. 1997 

Ms. Kelli L. Adkins 
Sunruy Utilities Company 
Post Office Box 1708 
Fe1'TU111di1111 Beach, Florida 32035-1708 

Re: Docket Nwnbm 970209-WS/970210-WS- Sunruy Utilities 
R.alc Bue Audit Report 
Audj! Control II 97-916-!-2 

Dear MJ. Adkins: 

The c:ncloscd audit report is forwarded fOt" your review. Any company response: filed with 

this office within ten (I 0) work days of the above date will be forwarded for consideration by 

the SIA1T onalyst in the preparation of o recommendation for this eliSe. 

11umk you for your cooperation. 

BSBIDNV/c:ls 
Enclosure 
ce: Public Coumel 

Mortin Law Finn 

Sincerc:ly. 

CAPITAL CtRCU! OFI'ICS CSWTilR • 25<10 SHUMARD OAK BLVD • TALLAHASSEE. Fl. )2)~j() 
.UAII'....U.<~O;; liiiiiJ ~ _.,_ COf(fACf8P5CSfAThll..US 
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