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I. Executive Summary 

AUDIT PURPOSE: We have applied the procedures described in Section II 
of this report to audt the schedules of of Rate Base, Net Operating 
Income, and Capital Structure for the thirteen month average period 
ending Deoember 31, 1990 prepared and filed by Florida Public Utilities 
Corporation In eupport of FPSC Docket 91 0076-EI. 

DISCLAIM PUBUC USE: This Is an Internal accounting report prepared 
after performlnij a limited scope audit: accordingly, this document must 
not be reUed upon for any purpose except to assist the Commission staff 
In the performance of their duties. Substantial additional work 
would have to be performed to satisfy generally accepted audit 
atandarda and produce audited financial statements for public use. 

OPINION: The schedules of Rate Base, Net Operating Income, and Capital 
Structure for the thirteen month average period ending December 31 . 1990 
repreaent Florida Public Utilities books and records maintained In 
substantial compliance with Commission Directives: The expressed 
opinions extend only to the scope of work described in section II of 
thla report. 

Summary Findings: 

The company did not remove Ao-Gas from Common Equity in calculating 
their Cost of Capital for 1989 on MMFR D-1A 
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II. Auctt Scope 

The opinions oontalned In lhia report are baaed on the auctt work 
descriMtd below. When used In INs report COMPtlED and EXAMINED means 
that auclt WOf1t lncllldas= 

COMPILED: meant that the audt staff reconciled 
exhl* amounla wilh the general ledger; Yiaua.lly 
8C8M8d lliCCIOUfU fof error or inconsistency; 
clldoeed any unresolved error, irregularity. or 
inoci' Uency; and, except as otherwise noted 
performed no other auctt wor1t. 

EXAMINED: means that the audit staff reconciled 
exhibit amounts with the general ledger; traced 
general ledger account balances to subsidiary 
ledgers; applied selective analytical review 
procedures; tested account balances to the extent 
further described; and disclosed any error, 
Irregularity, or Inconsistency observed. 

RATE BASE: Complied Rate Base. Recalculated 13 month average and year 
end rate base at December 31 , 1990. Recalculated common plant allocation 
and reconciled plant In service to the company's trial balance. 

NET OPERATING INCOME: Complied Net Operating Income. 

COST OF CAPITAL: Compiled Cost of Capital. Foot and crossfoot Cost of 
Capitat Schedules, recalculated 13-month averages, traced preferred 
stock, CUSl.)fT\er deposits and common equity cost rates to prior FPSC 
rate case order. Read FPSC Order 21532 to determine If company included 
ad~stments from prior rate case In rate of return report. 

-2-
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AUOO DISCLOSURE NO. 1 

SUBJECT: Conservation Expense Adjustment 

STATEMENT OF FACT: FPSC Order 215321ssued 6-12-89, states that 
the company should make an adjustment to rem<Mt conservation costs 
In calculating Net Operating Income. 

OPINION: 1M conservation revenues and expenses used to adjust the 
Net Operating Income .chedule Is overstated by $3,600 and $3,659 
reepecttvely. The company used numbels from the rate of return 
report lnltead of 1990 amounts from the journal entries. Staff 
computed the dlfWence using company Journal Entry SC. The 
adjultment made lor COf'l88f'Wtlon related taxes Is over_stated by $59. 

-·------------ ------------ --------- ------------- ------------
Dlvllion Con8ervatlon Conservation Con. -Related 

Expenses Tax Factor Revenues Taxss 
(A) (B) (A)-(8) 

--------------- ------------ --------- ------------- ------------
JAN. 90 $4,089 1.01652 $4,157 $68 

FEB. 90 $3,215 1.01652 $3,268 $53 
MAR.90 $3,134 1.01652 $3,186 $52 
APRIL 90 $459 1.01652 $467 $8 

MAY. 90 $516 1.01652 $525 $9 
JUNE.90 $673 1.01652 $684 $11 

JULY90 $717 1.01652 $729 $12 
AUG. 90 $752 1.01652 $764 $12 
SEPT. 90 $747 1.01652 $759 $12 

OCT. 90 $3,356 1.01652 $3,411 sss 
NOV.90 $2,652 1.01652 $2,696 $44 
DEC. 90 $2,813 1.01652 $2,859 $46 

------------ ------------- ------------
Total Per Staff $23,123 $23,505 $382 

---------- ----------- ----------PER COMPANY $26,723 1.01652 $27,164 $441 

------------ ------------- ------------
DIFFERENCE ($3,600) ($3,659) ($59) 

---------- ----------- ----------

RECOMMENDATION: No adjustment Is needed because the net effect of the 
adjustment Is zero. 

COMPANY COMMENTS: The company agrees with this exception. They 
have used 13-month totals. 
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AUDIT EXCEPTJON 1 

SUBJECT: COST OF CAPITAL 

STATEMENT OF FACTS: 

I. Consolidated Capital Accounts 

The company used the Rate of Return Report to prepare MMFR 0-1 A Cost of Capital 
fol198i. 

Rule 25-6.023 F.A.C. states that the adjustments In a prior rate case 
should~ c:a.n1ed forward to the Rate of Return Report. FPSC Order 21532, Issued 
8112188 calculated the Colt of Capital at the conaolidated level after the 
removal of the Company'alnvestment In Flo-Gas from Common EQuity. The Company 
did not remove Flo-Gaa from Common EQuity In calculating their Cost ot Capital on 
the Rate of Return. 

ll. FPSC Adjusted Rate Base 

Although the Company Included the rate base adjustments from FPSC Order 21532, 
laued 6112J89, on the Rate of Return Report, they did not use the FPSC adjusted 
rate ba8e to prorate the consolidated capital accounts on Capital Structure 
tchedule. They used jurl8dlc110:1al booked amounts. Rule 25- 6.023 as stated 
aboYe requlr• pnor rate case adjustments to be carried forward to the Rate of 
Return Report. 

OPINION: 

I. and II. The utility has not complied with Rule 25-6.023 F.A.C. See page 6 
for ataff calculation lor prorated rate base components using consolidated 
capital net of Flo-Gas and FPSC adjusted rate base. 

RECOMMENDATIONS: 

MMFR 0 - 1A Colt of Capital for 1989 should be recalculated using consolidated 
capital net of Flo-Gas, FPSC and an adjusted rate base. The exhibits following 
this page are a revised Cost ot Capital and calculation of Consolidated Capital 
without Flo-Gas Including the proration for FPSC adjusted rate base. See page 5 
for this calculation. The company correctly calculated 1 990. 

The effect of the revised recalculation changes Cost ol Capital on MMFR 
0-1 A Cost of Capital for 1989 from 9.13% to 9.05% . 

COMPANY COMMENTS: Forthcoming. 
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COUP AN FLORIDA PUBLIC ununES 

TITLE: CAPfTALI'TAUCTUAE 
PERIOO: TE8TYEARENDEDMAACHS1,1 ... 

MARIANA 

AVERAGE YEAR 

MARIANNA- AVERAGE TEST YEAR 
CALCULATION WITHOUT Flo-GAS 

(E) (F) 

(~ 
FLo-GAS 

FPUC 

(B) (C) 

(A>-(8) 

TOTAL. 

(D) 

'Ill OF 

TOTAL 

(D)"DEFICIENCY (D)" DEFICIENCY 
'Ill ALLOCATED TO WITH FPSC AOJ 

DESCRlPTION 

221 90N08 
111 UNAMORTlZE) DEBT 018 

CURR. FIRST MTGE BONO 

20,188,12:3.0.:1 

(117,011.00) 

(463,823.00) 

LONG TERM DEBT ..•••.•....•.................•............. 

231 NOTES PAY ABLE 1, 711.182.00 

204 PREFERRED ITOCK 800,000.00 

235 CUSTOMER DB'081T8 2,Me,440.00 

201 COMMON STOCK 1,144,a78.00 
107 PAEMIUM ON C18 S,lei,OII.OO 
211 MI8C. PAID IN CAP. 6111,811.00 

218 UNAPPROPRIATED AlE 10,411,186.00 

12S INVEBTWENT IN ABIOC. (468,210.00) 

COMMON EQUITY .................................... . 

2611 /ICC. OEF. ITC 

2S2 /ICC. OEF. INCOW!.: TAX .ttl N:iC. DEF. INCOWETAX 

TOTAL-LTD, 8TO, Pa, CE 

RATE eASE - DECEMBER S1, 1110 

(WITHOUT FPSC N)J) 

CUST. DEf>.+N:iC. DEF. ITC+N:iC. 

DEF. INC. TAX PERTAINING TO 

t.tARIANA ONLY 

DIFFEREHCE-OEFICIENCY 

c.lc«llation of llCIIurnM (E) Md (F): 

8,1-nl,127.00 

2.172.188.00 

e.eoe.aa.oo 

(331.3&2.00) 

(10,000.00) 

(2,143, 183.00) 

448.2*).00 

MARIANA 

20,188,123.00 

(117,0t.J.OO) 

(453,1123.00) 

11,825,134.00 63.21'141 3.521.1183.08 

···--·-····· 
1,738,182.00 4.18'141 332.130.81 ...... ... __ 

800,000.00 1.88'Mo 116,027.415 

----··· 
2.251 .015a.OO 407.078.00 ····-------1,134,S1'8.00 

3,1182,068.00 
6111,831 .00 

1,336,102.00 

(10,000.00) 

14.304 ,081..00 40.21'111 2.738,138.156 

--------· 0 .00 318,1120.00 -----------
1,578,073.00 

0.00 

0.00 ......•..... 
1.00 11.178,127.00 

............. 
315.5118.784 . ..0 

RATE BASE- DECEMBER 31 . 11180 

(INCLUDING FPSC AOJ 

CUST. DEP.+ACC. DEF. ITC+ACC. 

DEF. INC. TAX PERTAINING TO 

MARIANA ONLY 

DEFICIENCY WITH FPSC ADJUST TO RATE BASE 

,_,. 8ul(llllhef jutltdcadonai(E) of FPSC ..Sjutllld (F) !He bml 1101 allocated from coniOIIdeted (cuecom.r depoeitt. 
~It IU or.dlt8 .-M1 de*red tau...,_ tt.rne)oo a O.llclency. 

Find tha 'Ill of NOh unknown to tha klC.al unkncMn IIMII(L TO,STO,Pretened Slock and Common Equity) and apply MCh percenl 
to tha dellciency. The unknown Colt of Capital componenta ate prorated to agrM with rata "-•· 

Ordaf 21W AdjuiCed Coneol~ capltalllructure 10 remow ttle CS.regu'aled operation• ot Flo-OIA when calculating 

~ 0011 ofoapbl. The udllcy did not dottlll on ...,.FR D-1A eo.t of Capital lor 11118. Column C 11 tha r .. uhlng 

0011 of Cl4IPI&al oomponeote aiiM rAinCNIII of Ao-Ga1. Column E 11 th• Pforaca oom~11 to Marianna and oolumn F 11 the 

prorata ~*"*10 Matlenna Including tha FPSC adjuiiJMnlllO ralfl "-• In tha laiC rate CAM docket no. 81051-EI. 

5 

MARIANA 

3,833.5811.38 

333.8215.08 

1115,406.80 

407.078.00 

2.746,833.84 

318.1120.00 

1.578.073.00 

11,201.503.00 

··-·········-·· 
11,201.503.00 

2 .372.7811.00 

8,828.734.00 

(G) 

DIFFERENCE 

11.808.27 

1.084.18 

371.16 

0.00 

8,1187.38 

000 

0.00 

22,378.00 

··-······· 
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FLORIDA PUBLIC UTIUTIES COMPANY 
MARIANNA DIVISION 

REVISED CAPITAL STRUCTURE" • • 
TEST YEAR 11118 

FPSC ADJUSTED BASIS 

COMPANY ADJUSTMENT COMPANY ADJUSTMENT STAFF ADJUSTED 
FOR 1'1.0-GAS WITHOUT FORFPSC ADJ COMPANY COST 

AVERAGE COH80UDATED FLO-GAS RATE BASE OF CAPITAL 

LONG TERM DEBT $1.4M,IM8 11111,714 3,821 ,M3 11,808 3.~.15811 

8HORT TERM OEBT 317,713 15,118 332,831 1,084 333.Q25 

PRERRAED STOCK 108,15U 5,485 115,027 378 1115,40«1 

CUITOMER OEP08fT8 407,078 407,078 407.078 

OOfAtON EQUITY 2 ,823,133 (1M.287) 2,738,837 8,1)87 2,746,834 

DEFER. INC. TAX 1,1178,073 1,578,073 1,578,073 

TAX CAE-ZERO COST 11 ,807 11 ,807 11.807 

378,013 378,013 378,013 

TOTAL 18,178,127 (10) 18,178,127 $22,378 8,.201 ,1503 --...--.. ........ -·····-·······---··- ···········-

••• REVISED FOR (1) REMOVAL OF FLO-GAS FROM CONSOUDATED CAPITAL. (2) USE OF 

FP8C ADJUSTED RATE BASE FROM PRIOR AUDIT, 

6 

MIDPOINT 

COST WEIGHTED 

RATIO RATE COST 
('MI) ('MI) ('MI) 

38.40'MI 1).72 3 .84 

3.83'MI 1).46 0.34 

1.2~ 4.715 o.oe 

4.42'MI 1 .30 0 .37 

21U4'MI 13.315 3.118 

17.13'141 0 .00 

0 .13'MI 0.00 

4. 11'MI 11.27 o . .ce 

100.00'141 1).015 

···········-··· ·······------
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htt I ef 2 

£lfUIIATIOI: Pmi4t a ""'''' of prepnt4 ,.. me{nh• djntnats h ut '"' ef hh S\ms 
epmti•t iacoat ,., ... b fer lM tnt ym. 

fll 
luima 
lith in 

Ptr leoh 

14,ltt,m 
111,1111 

14,2Zt,m 

ll,l7l,Oll 
m,m 
m,m 
n,m 

414,299 
m,m1 
271,340 

(22,4901 

1J,m,m 

m,ao1 

Ul 
111-

Eitctric 
Utilitr 

(1) 141 
C..iui• 

Eltctric Wjnhtth 
Utility 1St~. t·2tl 

14,ltl,615 
111,1111 

t4,m,m 

11,173,111 
m,m 
m,m 
tl,m 

m,m 
111,lnl 
27l,340 

IZ2,4f01 

'·"' 

{S) 

ltilitp 
Wintt4 
,., c .... 

161 (7) 
CHJll7 Tehl 

WiiStlflh ltilil7 
(Sc~. C·ltl A4jutd 

14,lll,m ut,l77,4fll 1,441,117 
111,113) 111,1111 

14,m,m ut,m,mJ J,m,21c 

u,m,m m,m,m1 1,117,436 
416,521 416,521 
sZt,m m,m 
ll,IU u,m 

m,Zt, mt,mJ 234,144 
m,mJ (16,4971 (18,930) 
213,340 21l,l40 

122,490) 122,4901 

ll,m,m I, 966 13,415,191 110,112,2271 2,60l,U4 

m,ao1 II, 9UI 141,141 c,m m,m 

llstwic Tnt Tm &h4 12/Slllf 

ffl 1111 1111 
llfb4ictinal ltrididieul wmioul lniu4 
Stpmti• ltilitr Wjntt4 tt••••r ltilitr 

futer Ptr Ce. l ton. Wjs. IC·2tl Wjutt4 

1,441,111 
111,1111 

1,m,m 

1,117,0. 
416,521 
m,m 
n,m 

214,144 
(11,930) 
Z7l,140 

122,4901 

Z,611,664 

741,570 

3,441,117 
IH,IIll 

1,m,m 

1,117,436 
416,527 
m,m 
u,m 

234,144 
Ill, flO) 

21l,l40 

m,m1 

2,60l,U4 

m,m 
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twm: f\11116 Pllllt ITilttiES 
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z 
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• 
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6 
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12 
ll 
14 
IS 
u 
17 
18 
19 
20 
21 
zz 
21 
24 
2S 
26 
27 
28 

tutriJtiDI 

l,tutiat lntten: 
Sdtt of Utctticitr 
ltwr lpmtitt lntlm 

TotAl o,mtiat Imam 

Opmti•t hptnn: 
DptrltiDI 
hiahuact 
ttpmiltioa 
lt,rtciatioa-te ... • flut 
hm DUtr nu htott Tun 
httat htt\ - t•rrHl 
ltftrrd htott Tuu-lltt 
Chr•t E~aiulttt tt lTC 
Aeortiutioa of lTC 

Sapporti•q Sc~tdtln: C-2£ , C-10, e-m 

IJPUII Tllll: 

(I) 

luiuu 
li¥hitt 

'" loots 

t4,m,m 
u,m 

14,116,1lt 

lZl .... 
£lutric 
ltilitr 

(3] 

Utctric 
ltili tr 

t4,m,m 
li,m 

• 14,116,131 

14) (5) (6) 171 
tt11inioe 1\ilitJ , .. ,.., Tebl 

Wj"tott\s Wjnttf ~jutmh Utilitr 
(Sc•. t-Ztl '"c .... ISc •• t·Ztl Ujuttf 

l4,m,m Ut,7tl,t611 l,m,ttt 
n,m u,m 

t 14,116,1lt llt,71l,ldl 1,413,662 

•• z tf 2 

Typt tf hh Sb~e: 
listwic Tnt tm bltf tZIJllft 

Ill ( 91 11111 
htisfictioul J11iMictittll AWtioul 
s.,.,.u .. Otilitr Wjuhl c .. , .. , 

hcter Ptr C.. I Cell. Uh. IC-Ztl 

1,41Z,lfl 
ll,411 

1,411,662 

(Ill 
levi sri 
gtilitr 
Aljuttf 

3,47Z,Ifl 
u,m 

1,m,m 
................. -... -- ... ..... ................. - ·-···-------- .................................. _____ ....................................................... ---------- ---·---................ 

11,m,m 11,746,~5 

m,m m,111 
m,1ft m,m 
tt,m ",5:SO 

m,tol m,on 
17,1111 (7,1131 

U7 ,107 161,111 

• • 112,439) IIZ,ml 

11,417,030 ' 11,417,030 

m,aoo 769,800 

. 
11,746,565 m,m,om 1,2t1,m 

4ft ,171 4ft ,171 
m,lft m,tft 
tt,m m 20,115 

m,otl 1175,6711 276,lll 
2t12ZI 12,4ot 3,7!6 U,2t4 

167,117 ll2 167,40t 

• t 
112,419) !12,4J91 

2o,m 11,m,m m,m,m1 2,m,m 

120,2211 m,m m,m 

t,2ta,m 
m,m 
m,m 
2o,m 

216,lll 
U,2t4 

w,m 
• 

m,m1 

2,721,092 

m,m 

1,208,491 
499,171 
m,ttt 
21,tU 
m,m 
l6,2H 

161,419 
t 

112,439) 

0 2,121,192 

m,m 
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Fllllll PIJllt smJC£ ttlllSSlW 

... , FUIIM ratt mums •-tmSs• 
tan •. flti7Hl 

U• 
lit. t)us tt c.,JW 
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z 
l 
•~Ewm 
S Pl£ft1IEt Elltn 
6 lM-lOIIOl 
7M.1ES 
I CJSTtB IEPISIJS 
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ll PISl '7t 
14 IEf£11£1 11(111( IAI£5 
n 
16 
11 
ll 
It 
Zt 

,., 
111111'1 

t,tn,lef 
llf,t4t 

1,467,6~ 
m,m 

4tMt~ 
1,411 

11,617 
JJI,tll 

a,m,m 
-----
t,201,~l 

II:I:IIUU 

£1ST W Wltal • IHMI AfOM( ..... J 

bJl•utiMS Prtri.t '" Cttpnr's arw" ·"'· Clll ·tf C&fltll ftt ,,. If .... s ..... : 
tu 1M tHt Jtll, (2) tw ptitt JH1 if ... tHl pN1 ls pnjteW, .. 
Cit '" lHt ,.., tf ·t" last rilt Ute. It .,.iU.. alalatt mt ratn llsllric '"' fm ~ IZ/11/It 
fer m• clus tf u,ltal. ''"'" , .. ftr Ul • '"' ,.., .. m Ut ...,,..,. 

.. , (I) 1£1 · 
.i .. W 

£at test "ttnll 
taUt .,,, tatt £1111Hf 

ll.tn u.m 4.Z146t 
l.tn 4.nt t.nm 
n.m t.m U6lst ll1,H4 
1.m t.4U t.J2:7n lt,ll7 

4.m e.m e.um n,m 
Ull I.Mt UHit 

e.m I.Mt UHit 
4.m u.zn 111 e.wn at,m 

11.m t.Ml UMtt _._ _______ -----
IM.ttt t.um 421,421 

IUUZ'Z&U a.a:s:z:u aanan.sz .. : 

IIUIII£1 t.llt 
z:::z_z:zz 

l1 Ill tiST lATE r• PIST ' 7& liiESTIIEIIT iAI Clft!T: 
Zl~EMin 2.m,m 4UU u.m •.mn 
Zl PIEfEUil EIIITT I If t , .. a.m 4.m t.ttm 
Z4 LM-T£11 lOT 1,467,636 ~l.m t.m s.mn 
n ----- ---------
l6 6,5tt,m lM.ttt u.mn 
l1 ISU'&ZZSU u-a.:-sz:au n -nnu 
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Sdtftlt l · h . • Ctsl If CAPifAl • 13-I('IITI AtttA5£ , .. , l tf J 

RGIIiA PIIUC $£lilt£ tfABISSICII hphulioa: Pmi•• t~ Cotp&t(' U·eo.t• mratt mt tf upitJl fer ,,,. ef ht& Sku: 

Ill t~ tnt ,.., , Ill "' prier ,,., if Ot tnt ''" h .,ejtdri, ••• 
C.&IT: noma Na.IC ITilttiES 

um• tlflSlOM •m II. t10t7HJ 

Ul Ut te~t ,,., tf lilt lnl rdt mt. It amti•, cdnhtt mt utn li,teric Tnt Tur Eaiff 12/31190 
fer m• dm ,, (j'ihl. ''"u' .,h flf (l) , .. tt\t ,.., m m , .. 

lilt 
•· tlm tf tapiW 

1 
z 
l 
C tllllll EDVITT 
) PIEFEUEt EIUITT 
6 l015·TEIII JUT 
71AU NOTES 
I CVSTOII£1 t£POSITS 

' ltTI¥£ 
....., U IIIACTIV£ 
N II IIIV£Slii£NT TAl CIUH 

12 n 
1l POST ' 70 
14 IH'EIR£t IIICOft[ TAlES 
n 
16 
17 
II 
n 
zo 

pritr Jm. 

(I) 

hllm 

2,400, "T 
101,424 

l,IOJ,m 
112,411 

416,697 
t,m 

IO,OU 
m,m 

I, 921,702 
····-·-·--
'1 llJ, soo 

:::::::::: 

Zl Ill COS! RAIE FOI POST ' 70 IIIYESIRENI lAI CIEill: 
ZZ CORRON EQU ITT 2, 400 ,997 
21 mrmn uum tot ,m 
Z4LOIIHEIR 1£11 l,IOJ,m 
n 
26 
21 
21 

~.606,lU 
::::::::~ 

s,,ortia, St~fdalrs: HS., t-J, HA, HI, HC, H, HI 

Ill 

lltit 

26.l5t 
t.m 

l4.06t 
1.m 

tm 
o.m 

e.m 
l.tn 

21.m 
-------·--

tot.m 
:::::::::: 

42 .m 
t.m 

sun 

IOO.m 
::::::: :: : 

ICI Ill 
ltit'lt4 

tnt tnt 
htt latt 

ll.l5t J.St17t 
c.m umt 
tt.m 1.mn 
un e.mn 

a.m e.nm 
O.ott o.oom 

o.oot e.oom 
11 .m 111 o.mn 
o .oot uooot 

n.m 
4.m 

IO.llt 

I.Um 
:::::::: 

IQUIII£1 1.61t 

U11U 
O.Oim 
s.mn 

u.com 
:::::::: 
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