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I. 

&VDI~ ~~ We have applied the procedures described 
in Section II of tbia report, and prepared the appended 
Rata BaH, Net OperatiDCJ- Incoae, and capital Structure 
exhibit. for the 12 110ntb period ended December 31, 1990 
for Ba.oeaaaa Otilitiea, Inc. (Suater). 

DI8CL&DI JVBLIC una This ia an internal accou.nting 
report prepared after perforaing a li•ited scope audit: 
accordingly, tbia docuaent •uat not be relied on for any 
purpose except to aaaiat the Ca.aiaaion staff in the 
perforaance of their dutiea. Subatantial additional work 
would have to be perfor.ed to aatiafy generally accepted 
audit atandarda and produce audited financial statement 
for public uae. 

o•DIIOJII Subject to Audit Exception 1 - 9, Audit 
Disclosures 1 - 8, and the procedure• described in 
Section II, the appended Rate Base, Net Operating 
Inco .. , and coat of Capital exhibit• for the 12 months 
ended Deceaber 31, 1990, represent company book~ and 
recorda. 



II. 8COP. OJ' WOU ....0~ 

RA~ 8&8•1 Requeated an Original Cost Study, determined 
additiona to plant for the years 1987 to 1990, 
deterained CIAC oolleated by prior owner, computed 
accumulated depreciation on 1917 - 1990 plant additions 
and computed accu.ulated aaortization on staff 
deterained CIAC uaing a cowpoaite rate of 2.5,; 
calculated workln; capital allowance baaed upon 1/8 of 
o•M expenses, co~uted year-end averaqe balances of 
applicable rate baae it.... Toured plant and service 
area with Water and Sever Enginner. co•pared company's 
charges for service availability to PSC Tariff. 

~ OPKR&~x.G XICOKII Scheduled and classified 
company's accounts payable tor the teat period in 
conformance with NARUC Cbart of Accounts, prepared an 
analyaia of account balances to include only documented 
and verifiable expenditures pertaininq to the test 
period, deterained and aade adjuataenta for items not 
billed to the ca.pany by it•a affiliate (USA Utilities, 
Inc.), coaputed current portion of deferred expense 
it ... ; coaputed depreciation and aaortization expense 
based on Rule 25-30.140, deterained applicable Taxes 
Other Than Inco- for the teat period. 

CAPITAL 8ftOC'fUUI Deterained that Cost of Capital 
could not be prepared uaing results of staff computed 
capital structure and rate base. 

~-~ Deterained co~ny proposed adjustments to 
expense iteaa, deterained that company has been request ed to 
provide service to "' RV campc:Jround in ita service area. 

-3.-
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&UDIIJ' :DemftiOII .0. 1 

SUBJBCTI CODL~ Wift .-uc ACCOOIIIJ'IIIQ IDDOCIJ'IOII8 

STAT..._., OW r.ac!'SI 

During the teat ~riod, the Coapany did not 
aaintain acoount1ne) booka and recorda. 

Rule 25-30.115(1) •tatea •water and sever utilities 
ahall ..... tntain account. an4 recorda in conforaitt 
with tbe 1914 IQRUC unifora sya~ of Accounts ••• 

MAROC, Cla•• c, AcaoaDtinQ Instruction 2A requires 
"· •• Books of aooounW ••• .&all be kept by the double 
entry .. thod, on an aacnal baaia ••• &ac& coapany 
aha11 keep ita aaooaDU .onthly and shall close ita 
booka at tbe end of .. ab calenCSar year. • 

lffeotive January 1991, CG~~PAni obtained the 
services of a CPA to aaintaln ta accountin; recorda 
on an autoaated baaia, and to produce financial 
atateaenta and report. u required by governaental 
and regulatory aqanci ... 

The CPA atated ~t he will aaintain accounting 
recorda on a basi• tbat co.pliea with NARUC 
Accounti ng Inatructiona. 

Aa of end of field work, no ata~nta or other 
financial reporting data were observed. 

OPIRIOR ~ CO.CLUSIO.I 

Coapliance with HARCC aubaequent to the teat period 
could not be verified. 

RBCOJOIBJID&t'IO•a 

Ca.pany should be ordered to co•ply with Rule 25-
30.115 (1). 

COXPUY COJfJIIIft' I 

Co• pany will respond at a later date. 



• AUDD' JIZCIIftiOJI .0. a 

80BJ.C!' I DB BAS. l'fW A'f U/Jl/8t 

STA~ o• •aC'f: 
NARUC, Cla .. c, Accounting Inatruction No. 3 states that 
"All utility plant aball be recorded at original coat.• 

Coapany doea not have docuaenta detailing original cost 
of plant prior to 1987. In addition, coapany does not 
aaintain a general l~r or otber accounting recorda 
whereby it tacorda plant and other rata base it ... 
except i n tba FPSC Annual Report. Staff has therefore 
re~eated tbat an original coat study, covering the 
period froa inception tbrouqb the end of the teat 
per ioc1, be prepared. 

The latest PPSC Annual Report filed by the coapany, with 
the CoJmliasion, vaa tor the year ended December 31, 1989. 

The following balanoea1 _which represent an allocation of 
the purcha .. price ot ~e utility assets iroa the prior 
owner, are recorded in the 1919 Annual Report. 

nua ·--&COOOII'f U'IL8 UIOUift' UIOUII"l' 

·------------- ------ ------
Plant in Service $ 2,163 ( 1) $ 2,000 
Land 500 ( 1) 
CIAC -o-
AcCUJWlated Depreciation (2) ( 136) ( 
Accuaulated Aaortiz•tion (2) -o-

(1) Recorded at purchase price of $5,000 ($2,500-
wateri$2,50C-aewer) and addition of $163 to 
water plant. (S .. Audit Exception No. 8} 

OPIKIOK a.D COMCLU8IO.& 

Audit of documents supplied by co•pany and outside 
vendors for the period 1987 through 1989 and 
coaputationa by audit staff deterained the following 
aaounta (and respective differences with company 
aaounta) for the above listed rate base ite•s at 
12/31/89 (1). 

500 
-o-

128} 
-o-

(1) 
(1} 



·························.....-~························ 
amGft(J) Dl••a1.-m ------ ----------1,036 ($ 1,127) 

-o- ~ 500~ 
15,500) 15,500 I 37) 99 ~2~ 1,163 1,163 2 

........................................................ 
accoUiii' Uft.8 aMOUIII'(J) orna..a. --------------- ~--~ -------~--Plant in Service $ 1,155 ($ 145) 

Land -o- 500) 
CIAC ~ ~ 10,500~ 10,500) 
AccuaUlated Depreciation 11 47 
Accuaulated ~rtiaatton 788 

(2) 

(3) 

UCO~Oifa 

788 

Tbe dollan 1a tbe u.ount ooluan above are 
only tor additions to plant tor tbe year• 
1917 tbrougb 1989. No rettre.eftta, if any, are 
inoluded. 

eo.puted depreciation and aaortization uaing 
a ooapoaite rate of 2.5t. cs .. Audit Exception 
No. 8) 

Adju•t rata baH ( .or tbe period 1987 throu~ 1989) , by 
tbe aaount llbown above in tbe difference oolwm. 

In addition, c~ llbould be ordered to aaintain a 
general ledqer and record plant and other rate base 
it- at that ..ount a roved bi the ca.aiaaion pending 
the outooae of PSC order .. tabl ahinq rate base for the 
currently docketed Staff Aa8i•ted Rate caae. 

COUU'f COIIICMft I 

eo.pany will re•pond at a later date. 

-·-

(2) 
(2) 



• &ODD' UC8ftl011 .,. 7 

SUBJBCTI 

STATBIIBJI'l' o• J'&CTI 

coapany incurred the followinq expan•e• during the teat 
period: 

$ 185.73 - towarda the acqui•ition of an Operation• 
perait for tbe vaatevater plant • 

$3,066.98 - &and to be uaed in tbe filtration of the 
vatar ay•tea to reduce iron content in the 
water. 

Ca.pany peraonnel •tatad tbat the aand in the filtration 
•y•ta need• to be replaced on the averaqe of every three 
yeara. 

coapany perao~l alao •tated tbat: (1) application ha• been 
aade to DER for an operation perait, but one ha• not been 
received; (2) va•tevater peralt•, are is•ued every 
three Ieara' (3) total oo.t of perait cannot be 
detera ned becauae enqineer co•t, to be incurred, is not 
known at thi• tt.a. 

OPIKIOK ~ CO.cLUSIO.I 

Becauae the above •tated it.aa do not occur every year, 
but rather approxiJiately every thr.. year•, the coat 
incurred during tbe teat year •hould be allocated over a 
three year period. 

Co•t of •and - $3,068.98, va• reduced bi an aaount of 
$272.68 (non-r~inq coat) and the ba ance, $2,794.30 
wa• expenaed over a three-year period. 

Deferred portion of • a:l r-o $1, 862. 87. Portion of sand 
to be expenaed • $931.43. 

Deferred co•t of perait application • $123.82. Portion 
of perait co•t to be expenaed • $61.91. 

UCOJOIDIDA'l'IO•a 

Increase Operation and Maintenance expense by $931.43 
(water) and $61.91 (sewer). 

COIIPAJIY CO.IDIBift' I 

Company "ill rupond at a later date. 

-11-



&UDI'r .xcmftiOII .,. 3 

SUBJBCl'l &DDitrio•a lfO Dft .... • lttO 

STATBXDI'l' OF DC! I 

NARUC, Claaa c, Accountinq Inatruction No. 2 states that 
"All booka of accounta, together with recorda and 
me•oranda aupportinq the entriea therein, ahall be kept 
in such a aanner aa to aupport fully the facta 
pertaining to auch entriea. Bach utility ahall keep its 
account• aonthly and ahall cloae ita booka at the end of 
each calendar year.• 

coapany doea not aaintain a qeneral ledger or other 
accountinq recorda whereby it recorda additions to rate 
baae i t-• except in the PPSC Annual Report. 

The lateat rPSC Annual Report filed by the company, with 
the Comaiaaion, waa the year ended Oeceaber 31, 1989. 

OPI.IOM AHD co•cLOSIO.I 

Audit of docuaenta supplied by co•pany and outside 
vendors, and coaputatlona by audit staff determined that 
the following a•ounta were additions to rate base items 
during 1990. 

WATER SEWER 
ACCOUift' 'ri'rX.. aJIOUft AMOUNT --.. ---------- ------ ------

Plant in service $ 44,770 $ 4,966 
Land -o- -o-
CIAC ( 39,500) -o-
Accuaulated Deprecia~ion (1) ( 586) ( 108) 
Accumulated Amortizat i on (1) 881 263 

(1) Computed usi. q a composite rate of 2.5t (See 
Exception No. 8) 

RECOJOmlfDATIO.I 

Adjust rate base by the aaount ahown above . 

In addition, company should be ordered to maintain a 
general ledger and to record additions to plant and 
other rate base !teas at the aaount approved by the 
commission pending the out co .. of PSC order establishing 
rate base for the Staff Assisted Rate Case. 

COMPAJIY COIOIDIT I 

Company will respond at a later date. _,_ 

- --------' 



SUBJBC"l' OJ' J'AC"l' z Kiacu.LUm008 ADJ08'1'Dift'8 

STATBKBBT OJ' J'AC"l'l 

NARUC, Class c, Accounting Instruction 2.8 states 
that "All books of accounts, together with records 
and m .. oranda supporting the entries therein, shall 
be kept in such a manner as to support fully the 
facta pertaining to such entries". 

USA Utilities, Inc. charged coapany for Power 
Purchased in the lliiOWlt of $6,066.44 (Water -
$2,929.01 and Sewer - $3,137.431. Actual power 
bills for service received dur ng the teat period 
were $3,037.80 (Water- $1,273.45 and Sewer -
$1,764.35). The difference in amount billed by USA 
Utilities, Inc., and actual aaount of power bills 
is $3,028.64 (Water - $1,655.56 and sewer -
$1,373.08). 

Also USA Utilities, Inc., charged company for 
contractual services-Accounting not incurred by 
docketed coapany but by an affiliate in the amount 
of $1,373.38. 

OPINION ABD OOKCLUSIO•a 

Staff allocated the charge for Contractual 
Services-Accounting 50/50 - Water ($686.69) and Sewer 
($686.69) . 

Company's failure t c coaply with Accounting 
Instruction 2.8. cauaed A/C 615 - Power Purchased 
(Water) to be overe~ated by $1,655.56; A/C 715 -
Power Purchased (Sew~r) to be overstated by 
$1,373 . 08, and A/C 630. 6 Contractual services -
Accounting (Water) and A/C 730.6 - Contractual 
Services - Accounting (Sewer) are overstated by 
$686.69, each . 

R.ECOJOIBHDA'l'IO» z 

Decrease Operating and Maintenance Expenses - Water 
by $2,342.25 ($1655.56 + 686.69) and Sewer by 
$2,059.77 ($1,373.08 + 686.69). 

COMPANY COIOCBBTI 

Company will respond at a later date. 

-7-



AUD%~ UCIIPl'IO. 110. 5 

SUBJBC'l' I 00'1 OW 

STATBIIDI'l' or r&Ct's a 

In a stateaent froa USA Utilities Inc., dated 1/1/90, 
company was billed for the following aaounts: $170.00 -
A/C 630.1-Plant Operator(water); $13.50- A/C 630.2-
Sample Analysis (water); $430.00- A/C 630.3-Repaira USA 
(water); and $170.00- A/C 730.1-Plant Operator(sewer); 
$35.00- A/C 730.2-Sa.ple Analysia(aewer); $60.00 A/C 
730.3-Repaira USA (saver). 

These iteaa are for invoice• dated in the period prior 
to the teat period. 

NARUC, Claas c, Accounting Instruction 2A, requires 
utilities to aaintain books of accounts on a accrual 
basis. 

Failure to aaintain accounts on an accrual basis 
resulted in Operation and Maintenance - Water being 
overstated by $613.50 ($170.00 + 13.50 + 430.00) and 
operation and Maintenance - Sewer to be overstated by 
$265 ($170.00 + 35.00 + 60.00). 

RECOJOIE)fDATIOBs 

Reduce Operating ' M~ intenance -Water by $613.50 
and Operating and Mai~tenance - Sewer by $265.00. 

COMPANY COXKBBT: 

Company wi ll respond at o ~ater date. 

-·-



·~ a. l'acl'l 

USA utiliti•, IDe iDcurred aDd paid aeveral expense 
duri.D9 tbe teat period an bebalf of COIIPIUlY. However, 
t~ it..a ware not billed by USA Utilities during the 
t.-t period and tberefore, tba COJIIMlnY did not record 
t~ expea- it..a. 

MAROC, Claaa C Accounting Inatruction No. 2A, states 
•. • • Bacb utility aball kMp ita account• 110nthly and 
aball close ita booka at tbe end of eacb calendar 
year •••• • 

OPI IIIO. UD COIICLVSIC* 

Failure by tbe USA Utilities to charge co.pany for these 
expenae it- resulted in an underatat...nt of the 
Accounts Payable Balance and tbe related operatinq and 
.. intenance expense, of oo.pany, by $22,024.64 (water -
$11,232.97 and sever - $10,791.67) as deterained by audit 
staff. 

A su...ry of the unbilled it- is shown below. 

WATER: 

A/C NO. 

680.10 
630.10 
630.11 
680.20 
680.30 
680.40 
630. 90 
655.00 
670. 00 

ACCOUJrl' TITLE 

OFFICE BXPBN..-B - O'liiD 
CON'l'RACl'UAL 8Wl~lCBS - OFFICE - CLERICAL 
COII'l'JtACTUAL SDVICBS - METER READING 
OPPICB BXPD8. - RDI'r 
OPPICB BXPDH - BLBCTRIC 
OPPICE BXPENSB - TBX.PIIONE 
COlft'RACTUAL SBRVIC£8 - IIANAGEMENT FEE 
INSURANCE BXPBNBB - PROPERTY 
BAD DBBT BXPDSB 

AMOUNT 

25.20 
624.00 
450.00 
333.90 
101.65 
26~ . 17 

8,880.00 
6.50 

547.55 

TOTAL ONBILLED ITBIIS $11,232.97 ...----------

-·-



SEWER: 

A/C NO. 

730.80 
711.10 
730.10 
780.20 
780.30 
780.40 
730.90 
755.00 
110.00 

UCODBJIDA~IO•a 

ACCOOII'T TITLE 

COIITRACMAL SIRVICU - ENGINEERING 
SLUOOB RBIIOVAL BXPDSI 

AMOUNT 

COift'RACl'OAL SIRVICBS - OFFICE - CLERICAL 
OPPICB BXPBIISB - RD'1' 

140.25 
100.00 
624.00 
333.90 
101.64 
264.17 

OPI"ICB BXPBIISB - BLBCTRIC 
Ol'l'ICB BXPDSB - TBLBPIIONE 
COift'RACTUAL SDVICBS - ICAIIAGEIIBNT PEE 
INSURAIICB BXPIDIS! - PROPERTY 
BAD DBBT !XPDSI 

TOTAL OlfBILLED ITEMS 

8,880.00 
6.50 

341.21 

$10,791.67 

----------

Increase Operating • Maintenance expenaea by $11,232.97 
for water and $10,791.67 for sewer. 

COKPAIIY co-.r8a 

Coapany will reapond at a later date. 

- 10-



SUBJ.C'l'a D..-o .UIUU 

Sft'l'DJDrf O:r :r&C'1' I 

Coapany incurred the following expanaea during the test 
per loci: 

$ 185.73 -towards the acquiaition of an Operations 
perait for the waatevater plant • 

$3,066.98 - aand to be used in the filtration of the 
water aya~ to reduce iron content in the 
water. 

Ca.pany personnel stated that the aand in the filtration 
ayat.. needs to be replaced on the average of every three 
years. 

Coapany personnel alao atated that: (1) application haa been 
aade to DBR for an operation perait, but one haa not been 
received: (2) wastewater peralta, are iaauecl every 
three rear•; ( 3) total coat of perai t cannot be 
detera ned beeauae 81'19ineer coat, to be incurred, is not 
known at tbia tt.e. 

OPI.IO. a.D CO.cLU8IO.I 

Beeauae the above stated iteaa do not occur every year, 
but rather approxiaately every three yearai the coat 
incurred during the teat year abould be al oeated over a 
three year periocl. 

coat of aand - $3,06C. 98, waa reduced bi an aaount of 
$272.68 (non-reeurri coat) and the ba ance, $2,794.30 
waa expensed over a three-year periocl. 

Deferred portion of aa:'\Cl • $1,862. 87. Portion of sand 
to be expensed • $931.43. 

Deferred coat of perait application • $123.82. Portion 
of perait coat to be expensed • $61.91. 

RBCOIOIBIIDA'l'IO•a 

Increase Operation and .. intananee expense by $931.43 
(water) and $61.91 (sewer). 

COKPABY COJOIBII'l' l 

Company will respond at a later date. 

-11-



SUBJBCTa COJIPU'f&'fiO. or Da...cD'!IO• UD a.)HID'fiO. BXPD8B 

STAT~ or r&C'fa 

Coapany did not record Depreciation Expenae on Plant In 
service or Aaortization Expense on Contribu~ions in 
Aid of Conatruction (CIAC) during the teat period. 

NARUC, Claaa c, Accounting Inatruction No. 2.8. states 
that"··· booka of accounta ••••• ahall be kept ••.• on an 
accrual baaia •••• •. In addition! Accounting Inatruction 
No. 4.A. atatea that • ••• 4eprec ation charge• ahall be 
coaputed • • • • accordinc) to which .. thod baa been 
approved by the Ca.aiaaion ••• • 

Rule 25-30.140, P.A.C. atatea that "The new rules and 
quidelinea depreciation rate• vill not be iaplemented 
for any coapany until that coapany participates in a 
proceeding before thia ca.aiaaion either for (1) 
reviaed water and/or aever rate• and chargea, or (2) a 
apecific requeat tor change• in depreciation rates .... " 

C011pany haa not previoualy coae before the co-isaion 
tor reviaed ratea nor baa ita requested a change in 
depreciation rates. 

OPIKIOK ~ CO.CLVSIO•a 

Hiatorically, the co .. iaaion baa allowed a composite 
rate of 2. 5t (through the end ot the test period) , tor 
the purpoaea ot coaputing Accuaulated Depreciation and 
Accuaulated Allortization prior to the iaple .. ntation ot 
Rule 25-30.140. The coaputation of depreciation and 
amortization expenae, for the purpoae ot teat year NOI, 
has been at the rate• per Rule 25-30.140. 

staff computed Depreciation Expenae ot $862.85 tor water 
and $226.46 tor sever ~nd CIAC Amortization Expense of 
$1,507.75 tor water and ~304.50 for sewer tor the test 
period using rates per R~le 25-30.140 F.A.C. 

An adjustaent tor depreciation expense should be made 
for the teat period in order to conform to the NARUC 
requirement of same. 

RECOJOlBHDATIO•: 

company should be ordered to comply with NARUC, Class C, 
Accounting Instruction 2.8 and 4.A. 

COMPUIY COIOIBft: 

Company will respond at a later date. 
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&UDU acaftiOII .,. t 

SOBJBCT I !'AD8 O'l'DR IJ.'DII DICOim • 

STAT~ 0~ ~&C!'I 

Company recorded Regulatory Aases ... nt Pees of $59.73 
tor water and $48.84 for sever relating to 1989 
revenues during the t .. t year. 

The Coapany•a 1990 Real Batate Property Tax due is 
$364.04 for water and $619.39 for sever. This amount 
has not been recordec! by the coapany. 

NARUC, Clua c, Sever Accounting Instruction 2 .A 
requires utilities to aaintain books of accounts on an 
accrual baaia. 

Pursuant to Accounting Instruction 2.A, two adjustments 
are needed . 

( 1) Regulatory Aasea-nt Pees of $59.73 -water and 
$48.84 - sewer, relating to 1989 revenues, must 
be reaoved. The auditor haa coaputed the Regulatory 
Aasessaent Pees to be $174.32 - water and $150.94 -
sever tor 1990 Revenues. 

(2) 1990 Real Estate Property Taxes of $364.04 - water 
and $619.39 - sever .uat be recorded. 

The net adjustaent to Taxes Other Than Incoae for the 
above it ... is $478.6~ ($364.04 - $59.73 + $174.32) 
tor Water and $721.49 $619.39 - $48.84 + $150.94) for 
Sever. 

Increase the balance of Taxes Other Than Income toL 
water by $478 . 63 and sever by $721.49. 

COKPAJIY COIIICBft I 

Company will res pond at a later date. 
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&UDI'I DIICL081JU m. 1 

STAT~ 0~ rac'll 

During the t41tst period, USA Utilities, Inc., 
billed utility $4,522.00 (water - $2,261.00 and 
sewer - $2,261.00) tor operation ot the water and 
sewer plant and $162.00 tor all testing and 
analysis ot water saaples. 

In January, 1991, utility signed a new agreement 
with USA Utilities, Inc. which provided tor basic 
operator services at a .anthly rate ot $500.00 
(water- $250.00 and .. wer- $250.00). 

The new agreeaent provides tor: (1) basic plant 
operation; (2) testi.ng ot water saaples and ( 3) 
preparation of .anthly operatinq reports to 
regulatory agenciea. 

Included in the charge tor plant operator was an 
out of period aaount ot $340.00 ($170.00-water and 
$170.00 -sewer). (See Exception No. 5). 

Also
1 

because a new rate tor services that were 
rece ved in this test period is currently in 
effect, the new rate should be annualized. 

Annualization ot the current agreement rate is 
$3,000.00 (12 X $250) tor water and sewer plant 
operation. This annualized aaount is $909.00 
greater tor the water p1ant operations and $909.00 
greater tor the sewer pl3nt operation than the 
test period aaount. 

In addition, the new agr eaent rate included water 
sampling analysis, and therefore the test period 
expense tor water saapling analysis of $162.00 
($13.50 x 12) has been r .. oved by staff. 

The results of the staff adjustments was to 
increase the test period expense tor water plant 
operation by $747 ($909-162) and sewer plant 
operation by $909.00. 

COMPAlfY COJOIBft I 

company will respond at a later date. 
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&ODU DJ:8CL08UD .,. 2 

8UBJ.C'fl COIIP&JIY ft0108B ..,..10 ... ~· 

STAT~ or ~~ 
The company provided a coat eatiaate tor accounting 
services to be received in the periods subsequent to the 
teat period. The a.ount of the eati~te is $4300.00 

The proposed aaount tor •ccountinq services would be an 
increase ot $3,336 to the aaount included in test 
period expense. 

OPI.IOB a.» CO.cLU810.1 

The coapany propoaed adjuataent included above should be 
qiven consideration in the rate aakinq process. 

CONPUY COWftl 

Coapany will respond at a later date. 
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&VDrl' DI8CIMVU .,. 3 

sUBJacra uvuuaa .,., rnra~ &!' !'UIR aaua 

STA~ 0~ .acra 
PPSC ORDER NO. 21479 issued 6/29/89 granted 
Ha.oaasaa Utiliti .. 1 Inc. (Suater) a 1989 
price index rate adJuat.ent. The new water 
custoaer cbarqe was increase froa $1.50 to $1.55 
per custoaer and the new aewer monthly charqe was 
increased froa $1.50 to $1.54 per custoaer for an 
increase of $. 09, per cuatoaer, per aonth. 

An analysis of the utilities• billing register 
shoved that the c~y vas charging a per 
custoaer charge of 3.00 wbich represents the 
price prior to the increase. 

OPI.IO• a.D CO.CLUIIO.I 

During the staff billing analysis, it was determined 
that the total yearly cuatoaer billings was 663. 
The total uncollected aaount was $59.67 (663x.09) 
or for water $33.15 (663x.05) and sewer $26 . 52 
(663x.04). 

COXPUY co-....a 
Coapany will respond at a later date. 
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&VDIIJI DI8CL08VU _,. 4 

SUBJBCTz &LLOC&IJIIO•s rltOII &rriLDDD COIIPan 

STATZKBWT 0~ ~ACTSz 

In response to Docuaent/Racord Request No. 2, the 
company stated that the following costs were 
allocated to it by USA Utilitiea, Inc. (an 
affiliate that operate• and aaintains the company's, 
and also handle• cuato .. r billing and receipts): 

Allocated It- Water sewer 

-------------- ------ -----
Management Fee• $8,880.00 $8,880.00 

Office Expenae - Rent 333.90 333.90 

Office Expenae - Electric 101.65 101.64 

Office Expense - Telephone 264.17 264.17 

Office Expense - Clerical 624.00 624.00 

Meter Reading 450.00 
--------- ---------

Total Allocated Coat• $10,653.72 $10,203.71 

---------- •.aama:.•a::.:•• 

Management Fees are the result of duties performed 
on behalf of the coapany by the President and 
Manager of USA Utilitiea and represent 40' of a 
hours a month at $75. ~0/hr President, and 40' of 16 
hours per week at $62 50/hr - Manager. 

USA Utilities alloca~~• 21' of the office expense 
(Rent, Electric, and ~ lephone) to the comp~ny. 
Per the Manager of USA Utilitiea, Inc., this 
percentage was judgaenta!ly determined. 

USA Utilities, Inc. allocates office clerical 
expenses based on approxiaate hours worked . The 
hourly rate is $26.00, which includes office 
supplies and expense. 

COMPA!IY COIOIBII'T: 

Company will respond at a later date. 
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• 

&UDI~ DI8CL080U _,. I 

STA~ o• ·A~I 
According to peraonnel of USA Utilities, Inc. 
Utility did not have any debt outatanding on its 
books during the teat period. 

In January, 1991, USA Utilitiea, Inc. executed two 
demand notea carryi!:MJ a 12t intereat rate and payable 
by Homoaaaaa Utilltiea, Inc. (Sumter). 

The notes were for: (1) $19,140 - Management Fees, 
and (2) $32,445.92 - Contractual Operations. 

The above expenaea after adjuat .. nta are included 
as staff adjuataenta in the 0 ' M Expenaea. 

COIIPUY COIIImll'l' I 

Company will reapond at a later date . 
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• 

&UDU DI8CLOeOU .,. t 

SUBJSC'l"l DJt&-Q ..,_ UWILI&ft OOMDIII' 

STAT~ OW ~~ 

During the t .. t period! USA Otilitiea began 
incorporating within b lling a.ounta a 
coat ot Doing Buainaaa Kark-up. 

Per the new 1991 Water and Sever Operation 
Aqre~t, ... tariala and parts shall be urked up 
30t to cover tbe co.t ot ordering, pickup and 
delivery, overhead and profit•. 

During the anal~ia ot Accounts Payable to USA 
Utilitiea, Inc., bY ~ill~y, it vaa noted that 
the utility vaa belng .... aed a 
lOt urk-up on aludQe re.oval, 15t on engineering 
aervicea and generally 25t to 30t vaa charqed to 
capital i~, accounting -rvicea,parta and Jaaterials . 

Alao, USA Utilitiea, Inc. did not take into account 
vendor diacounta and paaa tbrou9h the aaount saved 
to Hoaoaaaaa Utiliti .. , Inc. (Suater). 

COJIPAIIY ~lft'l 

coapany will reapon at a later date. 
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• 

&UDU DUCJ.OMI& .,. 7 

•~a~~ o• r.acta 

HOIIOA- Utilitiu, Inc. rented a PUJ1P froa 
USA utilitiu, Inc., for &.8 pw:po~~a of providinq 
aarvice to tba lift .tation. Invoice date 3/30/90 
ia for 13 veaka (1/1/10 tbru 3/31/90) $10 per 
week at a billinG oo.t, including adainiatration and 
aark-upa, of $22~.50. 

on invoice dated 7/31/tO, utility paid $91.40 to 
USA Utilitiu, Inc., tor tba ovnerahip of the puap. 

OPIIfiO. aJID ccmcL0810..1 

The coat of tba pw1p vaa added to Plant Account 370 
to be capitalize • 

ca.pany will reapond at a later data. 
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• 

auDU DI~C~Mua •• 8 

SUBJBC'fl OUI8 caiiNIOUJID aY ftD 

USA Otilitie•, Ino~1 ba• been requ .. ted to provide 
water aarvioe tor ~ Oeai• ca~ound RV Park, 
located in the aarvioe area of Bo.oaa•aa Otilitie•, 
Ino. (Suater). 

To provide tbe .arvice USA Util1ti .. , Ino. , will 
need to extend t:ba line (pipe •1ae to -t AWA 
stancSar::l.~bataly 100 t•t aDd 1natall a ••ter . At tbia tiM tbe a1ae of the -ter 
oan not be cletel'Jiined. 

UtilitJ baa ~itted a propoeed tariff 8beet for 
9enera HrYioe ouata.era. Tbe RV Park ba• 
approxiutely 28 Muonal ouato.en (RV Un1ta) , 

Proi)Otled date ot exteu1on will be approxiaately two 
weeka following PPSC approval of rate and payaent 
troa oaai• caJipcJroUnd av Park of the oonneotion 
f ... 

COKPAIIY OODWft I 

Coapany will r .. pond at a later date. 
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• HOMOIMM ura.n&.INC.CIIJIIl"EJ 
VIM lltDMTE IAIE-WATER 

ATaa:B IB'll1, ,_, 
.................................... --·····----.-.-··'- -------···--··-... - ·. 

____________________ , _____ _ 
A...ANT IN SERVICE 

LAND 

ACCUMUlATED AMORTllAllON (QAQ 

WORKING CAPITAL ALLOWANCE 
(1/8 O&M EXPEH8ES) 

(A) &-'upon 1888 Annuli Report II' I IICII. 

Z.1aoD 

0.00 

(B) ~ 00. not mallllalft..:ounllnQ bOalla ..S NCORII.apl tor 
the FPSC Annu.l Alport ~-. Cl'l ldlf YE. 11Wi•e. ... 
8djUitmerU Include .. oliN ... peltod (12 ......... 12t3WC!t 
actMty • ..., .,.. p~nn 11nc1 ...... .., ...,. c1o1a naalncludl 
~from IIICII'CIOn ttwu 11mlll. TNI peltod .. 
be CCJ¥Wed ~ OtiQinll COII...,to be~­
~Wit• ..SS...~ 

-22-

1 
2 

1 

1 
2 

1 
2 

1 
2 

(C) 

(1,127-Cq 
44,71'0.00 

GICID.OCt 

(16.,10D.CQ 
(3t.ICIQ.OCJt ... 

GSII.OOt 

1,1&00 
111.00 

2,121.73 

--·----
{7,371.27) 

-·-·------

STAFF 
ADAJ81B) 

8AI.ANCE 
12131110(8) 

0.00 

2.044.00 

2,121.73 

(4,1150..27) 



....,.,..UIUI8.~ 
YIMA INDM,.IAIE-awiR 

:•••B'IIIJit, 1-

MJDn' BC!Ii"l~ 

PLANT IN SERVICE uao• 

LAND 

NOTES: 

(8) Complnydo. not ....... eccounllll0boc*8 ................ 
the FPSC AnniMI Alpcr1 pr..-ld • Cllllldlr YE. n.-..-
adju8lmlnla lndude .. of ..... pertod (12 MOntN tndld 1--
actlvity, ... the .. .net lind ........... llaff ... - ....... 
~ trom 11ape~on ttwu 12t11a 1NI Plflod • 
be cowered by oflglnll COiliiUdy to be....,.,... 
byWater..tS...~ 

(C) Wor1dng Clpbl ~a tQUIII1M of 0 & M ecp.-. 

NO. 

1 
I 

1 

a 

1 
I 

1 
I 

(C) 

0.00 

MIOUNT -------
(141.0Qt 

4-.oD 

(IJOO.CQ 

(10,500.00) 

47.00 
(101.00t 

111.00 ... 
2.5&00 

-·------
(2.D.01) 

- ·--

STAFF 
ADJUSTB) 

IIN..ANCE 
12tJ1JIO (8) 

--·-----

1,121.00 

0.00 

(10,500.00) 

(1 .. 00) 

1,Q50.00 

2.585.00 

-----·---·---
(233..01) 

••• • 



• 

REVENUES 

OPERATION AHO MAINTENANCE EXPENSES 

DE.PREClAllOH EXI B48E 

• AMORTlZATION EXPENSE 

TAXES OTHER THAN INCOME 

TOTAL EXPENSES 

NET INCOME (lOSS) 8EFCAE INCOME TAXES 

~Utana INC(IUIITER) 
NErCIIINWGINCOME(WATm) ,,.....,......,,2131110 

AUDfT EXCEPIIOHI 
NO. MIOUNT 

14,1&11 .. (2.M211) 
I (11UO) 

• 11...., 
7 111A 

• 
I (1,107.75) 

.. 71 471.83 

-----·---
1~Ut t,G42.31 -
(7.112.01. 

AUDIT 
ADJUSTED 
BALANCE 
11131110 

23,373.83 

... 
(1,507.75) 

531.38 

-----------
23.217.28 ---

(11,.284.38) 



I'TEM CESCRPnON 

----------------------
REVENUES 

OPERATlOH AND MAINTBMNCE EXFBeEI 

DEPRECIATlOH EXPENSE 

.AMORTIZATlON EXPENSE 

TAXES OTHER THAN INCOME 

TOTAL EXPENSES 

NET INCOME (LOSS) BEFORE INCOUE TAXES 

HOMOIMMUTIJJES.IC~ 
Nm'ONRA-..IICOYECIB._ , . ....,.....,,.,. 
~~MANCE 

PaOlMWIY AUDIT EJCCEPI iONI 
1811110 NO. AMOUNT 

--- ----
I.QI7.74 

11.1M.11 4 (2.0k77) 

• -00) 
• 10,111.87 
7 11.11 

0.00 • 
0.00 • 

• 721.48 

12.204."'1 1,117.211 
• 

(1.117-

-25-

AUDIT 
ADJUSTED 
BAl.AHCE 
12131110 

-·---------
... 74 -

20,871.. 

228.41 

(304.50) 

770.33 

___ , ____ 
21;R2.25 --

(15.,334.51) 

··-
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• 

~U'RJTEB.INC 
0081' OF CAPITAL 

ATDECBIIEAS1,1_, 

PER AUDrT,ITWAS ~lMATct:MIWf't HMNOICUTY OR LCNG-TEIW 
DEBT. 

IT WAS ALSO ~lMATRATEeAIE.FORlHEU 81001-THAOUGH ,_, 
IS ZERO. AN OMMAL COSI'SIUDrWM MQ181a)1'0 .. lUUL OfiCMM. 
COST OF PLANT' FROM IWCEPI ION TO&e OF18'1" FBI aD tiOtTJEVER. ntE 
RESULTS OFlMAT 8'1\D\' WI!IAE NOr AYM.Mt.E .._..10MJII'I'OUE IMTE. 

AS A RESULT, COST OF CAPITAL CAN NOr IE lEIS .._AT1118 TaE. 
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TIIONAS N. DDAJU>, 011\JRMAN 
GCJlAU> L GUHll!ll 
MJOIAEL WILSON 
DBTTY CASU!Y 
J. TI!JUtY DeASON 

Homosassa Utilities, Inc . 

, 

State of Florida 

March 25, 1991 

Attn: John H. Hotaling, Manager 
6608 Walton Way 
Tampa, FL 33610 - 5517 

Dear Mr . Hotaling: 

Docket No. 900966 -WS -- Homosassa Utilities , Inc . (The Woods) 
Staff - assis~ed Rate Case Audit 

The enclosed report is forwarded for your review . 

The audit report and any company response filed with t hi s office 
within ten ( 10) work days of the above date will be forwarded for 
conside ration by the staff analyst in the preparation of a 
recommendation for this case. 

Thank you for your cooperation . 

Sincerely, 

Steve Tribble 

ST/ FD/ sp 
Encl osure 

cc : Norman Mears w/enclosure 

PU!TOII!Il BUilDING • 101 llASf GAINDS SI"RJ33Jr • TAIJ.AIL\SSI!D, fL ~ 
"luJ ~ J\dioe/Dqlllll {)pponaleiiJ n J r .,. ... 


