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Purpose 

To: Florida Public Service Commission 

We have performed the procedures described later in this report to meet the agreed-upon 
objectives set forth by the Division of Accounting and Finance in its audit service request dated 
May 7, 2013. We have applied these procedures to the attached schedules prepared by Placid 
Lakes Utilities, Inc. in support of its filing for rate relief in Docket No. 130025-WU. 

This audit was performed following General Standards and Fieldwork Standards found in 
the AICPA Statements on Standards for Attestation Engagements. Our report is based on 
agreed-upon procedures. The report is intended only for internal Commission use. 
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Objectives and Procedures 

General 

Definitions 

The Utility refers to Placid Lakes Utilities, Inc. 

The Parent Company refers to Lake Placid Holding Co. 

Test Year refers to the 12-months ended December 31, 2012. 

Utility Background 

Placid Lake Utilities, Inc. is a Class B Utility located in Lake Placid, Florida, Highlands County. 
The Utility is owned by Lake Placid Holding Co. The Utility provides water service to 
approximately 1,945 water customers. The Utility provides wastewater services for several 
customers. This rate case is for the water system only. 

Rate base was last established for the Utility's water system as of December 31, 2007, by 
Commission Order No. PSC-09-0632-PAA-WU, issued on September 17, 2009. 

Utility Books and Records 

Objective: The objective was to determine whether the Utility maintains its accounts and 
records in conformity with the National Association of Regulatory Utility Commissioners' 
(NARUC) Unifonn System of Accounts (USOA). 

Procedures: We reviewed the general ledger account numbers and descriptions. We verified 
that the Utility used the accrual method of accounting and maintain records on a calendar year 
basis. No exceptions noted. 

Rate Base 

Utility Plant in Service 

Objectives: The objectives were to determine whether Utility Plant in Service (UPIS): 1) 
Consists of property that exists and is owned by the Utility, 2) Additions are recorded at original 
cost, and are properly classified in compliance with Commission rules and the NARUC USOA, 
3) Retirements are made when a replacement asset was put in service, and 4) Adjustments 
required in the Utility's last rate proceeding were recorded in its filing and books and records. 
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Procedures: We scheduled plant additions, by account, by year for 2008 through 2012 
beginning with the UPIS balance approved in the prior rate case. We selected major plant 
additions for testing. We traced plant additions to supporting documentation and company 
prepared worksheets. We verified that the appropriate amount for plant retirements was used. 
See Findings 1 and 2. 

Land & Land Rights 

Objectives: The objectives were to detennine whether utility land is: 1) Recorded at original 
cost, 2) Owned or secured under a long-tenn lease, and 3) Adjustments required in the Utility's 
last rate proceeding were recorded in its filing and books and records. 

Procedures: We toured the plant facilities on July 9, 2013. We accessed the Highlands County 
Property Appraiser's Website to verify the legal description of the property, whether any sales 
and purchases occurred and, to verify the visual description of the property as compared with the 
property toured. We accessed the Highlands County Clerk's Website to verify the Utility's 
Wananty Deed. We reviewed Order No. PSC-09-00632-PAA-WU to determine whether 
Commission adjustments were made and whether detailed backup was available. No exceptions 
were noted. 

Accumulated Depreciation 

Objectives: The objectives were to detennine whether Accumulated Depreciation accruals are 
properly calculated and recorded based on Commission rules and the NARUC USOA and 
adjustments required in the Utility's last rate proceeding were recorded in its filing and books and 
records. 

Procedures: We reconciled the Accumulated Depreciation balances that were established in the 
applicable Commission Order to the filing and general ledger. We recalculated Accumulated 
Depreciation using rates prescribed in Rule 25-30.140, Florida Administrative Code (F.A.C.). 
We verified that retirements were made when a capital item was removed or replaced. See 
Finding 3. 

Contributions-in-Aid-of-Construction 

Objectives: The objectives were to detennine whether Contributions-in-Aid-of-Construction 
(CIAC) is recorded correctly and is in compliance with the Utility's Commission approved 
service availability charges. 

Procedures: We reconciled CIAC balances that were established in the applicable Commission 
Order to the filing and general ledger. We scheduled and tested all additions to CIAC recorded 
in the general ledger for 2008-2012. We traced charges for meter and service installations to the 
Commission approved tariff sheets. No exceptions were noted. 
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Accumulated Amortization of Contributions in Aid of Construction 

Objectives: The objectives were to detennine whether accruals of Accumulated Amortization of 
CIAC are properly calculated and recorded based on Commission rules and adjustments required 
in the Utility's last rate proceeding were recorded in its filing and books and records. 

Procedures: We amortized the annual audited balances in the CIAC by the appropriate rates 
from December 31, 2007, to December 31, 2012. We compared the amortized balances to the 
Utility's filing. See Finding 5. 

Working Capital 

Objective: The objective was to detennine that the Utility's Working Capital balance is 
properly calculated in compliance with Commission rules 

Procedures: We calculated the Utility's working capital adjustment as of December 31, 2012, 
using one-eighth of Operation and Maintenance (O&M) Expense as required by Commission 
Rule 30.433(2), F .A.C. No exceptions were noted. 

Capital Structure 

Objectives: The objectives were to determine that the components of the Utility's capital 
structure and the respective cost rates used to arrive at the overall weighted cost of capital are 
recorded in compliance with Commission requirements. 

Procedures: We determined that the Utility's capital structure is comprised of long-term debt, 
customer deposits, and common equity. We traced the long-term debt, customer deposits, and 
common equity from the filing to the general ledger. We verified if interest on customer 
deposits was credited to the customer bill and appropriately booked. See Findings 6 and 7. 

Net Operating Income 

Operating Revenue 

Objectives: The objectives were to detennine whether the Utility's test year revenues are 
recorded in compliance with Commission rules and calculated using Commission approved rates. 

Procedures: We obtained the billing registers and tariff sheets for all customer classes. We 
recalculated revenue for the test year. We traced the recalculated revenue to the general ledger 
and the filing. We reviewed miscellaneous service revenues for compliance with the Utility's 
tariff. No exceptions were noted. 
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Operation and Maintenance Expense 

Objectives: The objectives were to detennine whether the: 1) Utility's Operation and 
Maintenance (O&M) Expense is properly recorded in compliance with the NARUC USOA and 
Commission Rules, 2) Utility has adequate support for any charges from an affiliate and that the 
affiliate uses a reasonable allocation methodology to charge costs to the Utility, and 3) O&M 
Expense is representative of ongoing utility operations. 

Procedures: We selected accounts for analysis. We reviewed supporting documentation for the 
test year. We scanned the general ledger detail for non-recurring expenditures. We reviewed the 
costs shared between the Parent Company and the Utility and verified that the allocations were 
appropriated. See Findings 2 and 4. 

Depreciation Expense 

Objectives: The objectives were to determine whether Depreciation Expense is properly 
recorded in compliance with Conunission Rule 25-30.140 and that it accurately represents the 
depreciation of plant assets from ongoing utility operations. 

Procedures: We calculated Depreciation Expense using audited plant balances for the test year. 
We applied the appropriate depreciation rate to each account. See Finding 3. 

CIAC Am.orti7.8tion Expense 

Objective: The objective was to detennine whether CIAC Amortization Expense is properly 
recorded in compliance with Commission Rule 25-30.140, F.A.C. and that it accurately 
represents amorti7.8tion expense from ongoing utility operations. 

Procedures: We calculated CIAC Amortization Expense using audited CIAC balances for the 
test year. We applied the appropriate amortization rate to each account. See Finding 5. 

Taxes Other than Income 

Objectives: The objectives were to detennine the proper amounts for Taxes Other Than Income 
(TOTI) and ensure that TOTI Expenses are properly recorded and representative of ongoing 
utility operations. 

Procedures: We obtained the Utility's 2012 tax bills for real estate and personal property taxes. 
We verified that the Utility utilized the discount offered for early payment. We verified the 
accuracy of the Utility's 2012 Regulatory Assessment Fees. We verified the contractual 
agreement for a leased copier which required the Utility to remit personal property taxes. See 
Finding 8. 

5 



Audit Findings 

Finding 1: Adjustments for the Purchase and Retirement of Trucks 

Audit Analysis: In 2008, the Utility purchased a Ford truck. This purchase occurred during the 
projected test year in the last rate case. The Utility included finance charges of $3,297 and a 
trade-in value of $3,100 in its calculation of the booked cost of $15,084 ($19,326-$4,500-
$3, 100+$3,297+$6 l ). Staff removed the cost of financing ($3,297) and the trade in value of the 
old truck ($3,100) thereby reducing plant by $197 ($3,297-$3,100) as shown in Table 1-1. Staff 
did not calculate the effect on Depreciation Expense or Accumulated Depreciation for this 
adjustment. 

Purchase Price 
Rebate 
Closing Costs 
Audited Amount 

Table 1-1 

Amount Recorded in G/L 
Difference 

Plant 
$19,326 
($4,500) 

$61 
$14,887 
$15,084 

($197) 

The Utility retired a 1999 truck in 2007 at a value of $10,000. Commission Order No. PSC-09-
0632-PAA-WU determined that the retirement amount should have been $12,750 based on 75% 
of the proforma plant amount of $17 ,000 for the new truck. Staff would like Commission Staff 
to determine if the Utility should adjust the retirement made regarding this transaction since the 
purchase price of the 2008 truck discussed above is now known. 

Effect of General Ledger: This is for informational purposes only. 

Effect on Filing: This is for informational purposes only. 
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Finding 2: Utility Plant in Service 

Audit Analysis: We prepared a schedule of plant additions for the years 2008 through 2012. We 
selected random entries from various plant accounts for analysis. Our review disclosed that a 
number of items either did not have sufficient documentation to substantiate the charge or were 
posted incorrectly to the ledger or internal reports 

Table 5-1 summarizes Staffs adjustments to the general ledger for the plant accounts that were 
analyzed. The effect of the averaging adjustment for Plant in Service, including Transportation 
Equipment is ($3,154). 

Table 5-1 
Acct. 
No. Descrintion 2008 2009 2010 ~ ~ Total 

330.4 Dist Res& SP $0 ($1,691) $0 $0 $0 ($1,691) 
331.4 T&D Mains ($4,060) ($13,952) ($532) ($8,447) $0. ($26,991) 
333.4 Services $550 $0 ($745) $1,212 $0 $1,017 
334.4 Meters $0 $0 $0 ($3,416) ($4,254) ($7,670) 
341.5 Transportation $0 $0 $0 $0 ($10,988) ($10,988) 
339.2 0th Pit & Misc Eq $0 $0 $0 ($931) $0 ($931) 

Total {$3,510) {$15,643) {$1,277) {$11,582) ($15,242) {$47,254) 
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Finding 2 (cont' d) 

Effect on the General Ledger: The following entries are needed to correct the general ledger as 
of December 31, 20 12. 

2008 
Acct. 
No. 
333 
331 

215 
331 

215 
331 

215 
331 

Acct. 
Ocscri[!tion Debit Credit 

Services S550 
T & D Mains $550 
To Rcclass Costs between Accounts. 

Retained Earnings $1.2 10 
T&DMains Sl,210 
To remove dupl icate charges. 

Retained Earnings $ 1,900 
T&D Mains $1,900 
To remove O&M Charges. 

Retained Earnings $400 
T&D t\•fains $400 
To remove Undocumented Charges. 

2009 

8 

Acct. 
No. 
215 
330 

33 1 
215 

215 
33 1 

215 
330 

Acct. 
Description Debit Credit 

Retained Earnings $859 
Distr ib Reservoir & Standpipes S859 
To remove undocumented costs. 

Trans. & Distrib. $3,727 
Retained Earnings $3,727 
To add planr for which CIAC was recorded. 

Retained Earnings S95 
T&D Mains $95 
To remove late fees paid on account. 

Retained Earnings $ 16,405 
Di strib. Reservo ir & Standpipes S 16,405 
To remove 9 invoices with O&M charges from GL for tin 
repairs. 

215 Retained Earnings SI, 178 
33 1 Transmission & Distribution Sl , 178 

To remove undocumented additions and related 
retirement. 

2 15 
330 

Retained Earnings $833 
Distrib. Reservoir & Standpipes 
To remove O&M clrnrges. 

$833 



Finding 2 (cont'd) 

2010 
Acct. 
No. 
2 15 
333 

2012 

2 15 
33 1 

2011 
215 
331 

108 
33 1 

Acct. 
Description 

Retained Earnings 
Services 

Debit 
$745 

To remove undocumented costs. 

Retained Earnings $532 
T&D Mains 

To remove O&M Charges 

Retained Earnings $ 1,906 
T&D Mains 

To remove O&M Charges 

Acc. Dep. $3,636 
T&D Mains 

$745 

S532 

$ 1,906 

$3,636 
To record retirement for plant addition of$4,847. 

215 Retained Earnings $1,693 
33 I T&D Mains $ 1,693 

To remove payroll costs charged to plant in error. 

I 08 Acc. Dep. $93 I 
339.2 Other Plant & Misc Equip $93 1 

Acct. 
No. 
108 
333 

Acct. 
Description De hit Cred it 

Acc. Depreciation $4,254 
Meters & Meter lnstnllation $4 ,254 

To record add'I amount for retirement for plant add ition 
of $7, I 67.91. Total retirements were $5,376. Only 
$I, 122 was posted to the G/L (75% Rule). 

39 1 Transp. Equip-Sewer SI 0.988 
341 Transp. Equip.-Watcr $ 10,988 

To remove Non-regulated sewer plant asset recorded as a 
water asset. 

To record reti rement for plant addition of ($241.40). 

Effect on the Filing: A veragc should be reduced by £40, I SO. 
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Finding 3: Depreciation Expense and Accumulated Depreciation 

Audit Analysis: Starting with the Commission approved balance of Accumulated Depreciation 
from the Commission Order No. PSC-09-0632-P AA, in Docket No. 080353-WU, and audit plant 
balances, we calculated Accumulated Depreciation for the years 2008 through 2012. Our 
calculation consisted of the audited plant balance times the depreciation rates from Rule 25-
30.140, F .A.C. We also made adjustments to Accumulated Depreciation for plant retirements 
that were either recorded in the general ledger or calculated by staff. The audit balance of 
Accumulated Depreciation at December 31, 2012, is $1,511,034. The balance for Accumulated 
Depreciation recorded in the general ledger at December 31, 2012, is $1,524,926. The difference 
between Accumulated Depreciation between the general ledger and the audit computation at 
December 31, 2012, is $13,889. The adjustment for the average Accumulated Depreciation 
balance is $24, 163. 

Current year Depreciation Expense per the general ledger is $99,400. Current year Depreciation 
Expense per audit calculation is $97,135 for a difference of ($2,265.) 

Effect OD the General Ledger: 

Acct 
lig., Acct. Description Debit Credit 
108 Accumulated Depreciation $13,889 
403 Depreciation Expense $2,265 
21 S Retained Earnings $11,624 

To adjust 2012 Depreciation Expense and Accumulated Depreciation at 
12/3I/2012 to staff computed amounts. 

Effect OD the Filing: Depreciation Expense should be reduced by $2,265 and Accumulated 
Depreciation should be reduced by $24, 163. 
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Finding 4: Purchased Power 

Audit Analysis: We obtained the purchased power invoices for the plant and the office. We 
reviewed and compared the total costs to the general ledger. Purchased power costs for the 
warehouse was not being booked by the Utility. The warehouse is used solely by the water 
utility. We added purchased power for the warehouse use. 

Effect on the General Ledger: There is no adjustment to the general ledger as the amounts 
relate to a prior period. 

Effect on the Filing: O&M expense should be increased by $1,874. 
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Finding 5: Accumulated Amortization of CIAC 

Audit Analysis: : Using the December 31, 2007, beginning balance for Accumulated 
Amortization established in the prior Commission Order, we calculated Accumulated 
Amortization based upon the audited CIAC balances. We used amortization rates of 5 percent as 
prescribed by Rule 25-30.140, F.A.C. to amortize meter installations. The difference between 
Staff's calculation and the books is $19, 7 4 3. 

Effect on the General Ledger: The following entry is needed to correct the general ledger as of 
December 31, 2012: 

Acct. 
No. Acct. Description Debit Credit 
407 Amortization Expense $3,987 
215 Retained Earnings $15,756 
272 Acc. Amort ofCIAC $19,743 

To correct the amortization rate for meter installations. 

Effect on the Filing: Average Accumulated Amortization of CIAC should be decreased by 
$17,622. 

12 



Finding 6: Long Term Debt 

Audit Analysis: The Utility's Schedule A-19 of the MFRs reflects an incorrect averaging 
balance of$468,358. See Starrs calculation in Table 7-1. 

Table 7-1 

Audit Balance at 12/31/2011 

Audit Balance at 12/3112012 
Total 
Average 

Balance per Filing 

Difference 

Audit Adjustment 
Averaging Adjustment 

Effect on the General Ledger: None 

Long Term 
Debt 
$503,169 

$468.358 
$971,527 
$485,764 

$468,358 

($17,406) 

($17,406) 

Effect on the Filing: Average Long -Term Debt should be increased by $17,406. 

13 



Finding 7: Customer Deposits 

Audit Analysis: We reviewed the Customer Deposits account and found that some deposits 
were returned by the Utility to the customers in the form of a check and that these checks were 
never cashed. These refund checks total $1,990. The Utility states that at least one of these 
checks dates back to 1998. The Utility is unable to locate these customers. The amount remains 
as a liability on the Utility's books. 

Effect on the General Ledger: This is for informational purposes only. 

Effect on the Filing: This is for informational purposes only. 
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Finding 8: Taxes Other than Income 

Audit Analysis: We performed an analysis of TOTI for the test period. We determined that 
TOTI included amounts for Payroll, Real and Personal Tues and Regulatory Assessment Fees. 
Real and Personal Property Taxes for 2012 were selected for additional review. 

On a monthly basis, the Utility accrued Real and Personal Truces in the general ledger that totaled 
$20,603. This amount agrees with the MFRs. The actual payment to the Highlands County True 
Collector totaled $22,745. The Utility paid the true bill in a timely manner and was able to take 
advantage of the discount. 

Effect on the General Ledger: The following entry is needed to correct the general ledger as of 
December 31, 2012. 

Acct. 
No. Acct. Description Debit Credit 
408 TOTI $2,142 
215 Retained Earnings $2,142 

To adjust 2012 TOTI to actual true expense paid. 

Effect on the Filing: Tmces Other than Income should be increased by $2, 142. 
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Exhibits 

Exhibit 1: Rate Base 

Sd'8dufa afYlalar' Rate Base Ratida NIUc QJMce Commlsalan 

Company: Pladd Lakes Utilftfas. Inc. Sdledufe: A·1 
Dac:kat No.: 130Q25.WU Pege1of1 
Sdteduta Year Ended: 12131112 Preparer. I.any P. King, Treasurer 
bdDrfm [ J Flnal lXJ 
tustorfc:al lXJ PraJeded [I 

&pf:mlBtfan: Provide the c:aladatlon af awrage rate base for the t88t year, Ghawfng all adjustmen1B.. AU 
nan-used and useful ltBma &haukl be reported ea Plant Held Fer Future Use. 

(1) (2) (3) (4) (5) 
Batanc:e Adjusted 

Una Per UtilJty Utliity Suppmtlng 
No. Desalptlcn Boalcs Adjustment& Balance Schedule( a) 

1 U1Wty PlDnl rn SeMce 2.850,500 184,653 (C) 3,035,053 A-S 

2 UtlfttJ Land & Land Rights 1,000 0 1,000 Val. IV, W/P 8 

3 Lesa: Nan-Used & Uuefut Plant 0 -88.210 (A) .e&.210 A-7 

4 Conatruc:Uon Work In Pragrusa 0 0 0 

6 Less Aa:umulBtBd Deprec:fatian -1,624,926 87,603 (E) -1,457,423 A-8 

6 Luaa:CIAC -1,706.428 -881 Co> ·1,708.289 A-11;A-12 

7 Accumulated Amartlzatlon af CIAC 980,904 ·28,084 (F) 934,840 A-14 

8 Acqid&Hfon Adjustmen\I 0 0 0 

9 Accum. Aman. al Acq. Adjustman1S 0 0 0 

10 Advances Fer Ccmatructmn ·142,254 1,640 CG) -140,714 A-18 

11 Wottdng Cspttal AUawanc:o 0 67,822 (8) 87,922 A-17 

12 Total Rate Base 439.798 226,081 ees.m 
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Exhibit 2: Capital Structure 

8chodule Gf Roqi&GGtad Cost of CspltDI Flotlda PWElc SaNlce ComrnbulJan 
8eGfM!n9 and End of Year Avmago 

Sdlod&do:~1 
~ PCadd L8km lftmtloo. enc. Pago1 Gf1 
Doc:lcat No.: 131J0'2&.VA1 Prapmm: lany P. King. Tnmurat 
TOllYoat&ndod: 12131112 
~YearEnded: 1m1112 SubafdJarJ IX] 01 ConsolJdated l J 
Hlltmfc PCJ at PnlleclOd I J 

~ Pravlda • lldledule whfc:h catcuiata tho requeaia11 coat of C8pltBI on a bo&lnnlna and 
end of ,ear awmgo bolla. ff a year-end baala la UIOd Gu!lmit an addltlanaJ echedulo n:dlactlng 
vear-encl calculdOnl. 

(1) (2) (3) (4) 
ReconciJod 

Una ToRoqi: Waif Coat ~ 
No. a.a Gf C8l'ftal RatBase Rollo Rate caat ---

1 Lang-Tonn Detst 3.771 0.5"6 9.0ln6 O.mM 

2 Sluvt-Tonn Det 

3 Preferred Stoc:lc 

4 Ql8lamet Doposftl 18.600 Z.48¥. :z.aow. 0.05116 

s Comman~ 845.608 88.88116 8.7ft 8.~ 

8 Tax C'8dlla •Zn Coat 

7 Tax Credb • \Nrd. Coat 

8 ADclum. De!enad lncamD Taxm 

9 Oth8t (&plain) 

10 Tcdld 665.877 100.calfi 8.62% 

Q 8.'1'8% 
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Exhibit 3: Net Operating Income 

8daUe cfWatar NelOperdng Income Flmhfa NIUcSeMce Comm!sslan 

CompmJ: Pd LamsWl!il. I= Schad*B-1 
8dmte Year Erldalt 12/J1112 Page1 or1 
fn!elfm (] Ffnal pq Doc:btNo.: 130025-\W 
IOllCltcPQ orPr$ded 1J Prepn: lair P. King. Treesurer 

~ PnraJ Ul9CBtamBonof1181 cperdng blCOmo forS. te&t ,.. ! amortiallan (Una 4) Is relal8d to 8lfl amount 
otllerllBftanaapiitln~ 8'dlatanadclonalechedlle ~a dasafptJall and cabdaflonof charge. 

(1) (2) m (4) (I) (8) (1) 
8alanta UIJti Util!1y Raques!sd Requested SllPPldn9 

Una Per TestYear /4lt8d RrtlllU Anml81 Schedlde(e) 
No. • Desalpt!an Boob A@lstmenfa Teal Year ~ RrNeml88 

IM:E-2 
1 OPERATINGREVENUCS &14.488 DM88 142.878 w m,148 Yel.IV,WP1 

2 Opera!in a Ma1!8nancB 52t.408 19.564 to) &40.972 540.972 &6 

3 Depniddon. r.at of CfAC Amert. 48.878 15.542 (E) 84.218 84.218 8-13 

4 Amaftimtlml D 0 0 

6 Taxes Otherlban Nam& n.052 -3.&81 (FJ 73.485 8.421 (8) 79.888 B-15 

8 PIWalcn tr Income Taxes 0 0 34.848 (CJ 34.848 C-1 

7 OP!RATING EXPENSES 847.138 31.519 878.655 41,068 719.722 

8 NET OPERATING IHCO!I! ·12.688 -31.519 44,187 101,6t1 57,424 Vd.IV,WP1 

9 RAlEWE 438.798 e.m 685.877 A-1 

10 RAlE OF REMlN -1881 -8.841 8.88 0.1 

18 




