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NANCY L. GAFFNEY 

f l ease  s t a t e  your  name and business address. 

Nancy L. Gaffney 101 East Gaines St ree t  F le t che r  Bu i l d ing ,  Tallahassee 

F l o r i d a  

By whom are you p resen t l y  employed and i n  what capac i ty?  

The F l o r i d a  Pub l ic  Serv ice Commission D i v i s i o n  o f  A u d i t i n g  and F inancia 

Analys is  as a Regulatory Analyst  11. 

How long have you been employed by the  Commission? 

6 Years. 

B r i e f l y  review your  educational and pro fess iona l  background. 

I have my BA i n  Accounting. I worked f o r  t h e  O f f i c e  o f  t h e  Audi to i  

General f o r  3 years p a r t i c i p a t i n g  i n  f i n a n c i a l  and compliance audit5 

before coming t o  work f o r  t h e  Commission. 

Please descr ibe your  cu r ren t  r e s p o n s i b i l i t i e s .  

Current ly ,  I am a Regulatory Analyst I 1  w i t h  t h e  r e s p o n s i b i l i t y  o f  

managing aud i t s  o f  regu la ted  company f i nanc ia l  records us ing  a standard 

a u d i t  program. I have s p e c i f i c  a u t h o r i t y  t o  d i r e c t  and c o n t r o l  assigned 

s t a f f  work as w e l l  as p a r t i c i p a t i n g  as a s t a f f  a u d i t o r  and aud i t  

manager. 

What i s  t h e  purpose o f  your  test imony today? 

To sponsor t h e  s t a f f  a u d i t  repo r t ,  of S t .  George I s l a n d  U t i l i t y  Company 

(Ut i l i ty) ,  Docket No 940109-WU. The a u d i t  r e p o r t  i s  f i l e d  w i t h  my 

testimony and i s  i d e n t i f i e d  as NLG-1. 

Was t h i s  a u d i t  r e p o r t  prepared by you? 

Yes 
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A. 

Please review the audit exceptions discussed in the audit report. 

Audit Exceptions document deviations from the Uniform System o f  

Accounting Bull et i n, and Accounts, Comnission rule or order, Stafi 

general ly accepted accounting principles . 
Audit Exception 1 discusses the monthly book 

during field work, that the company was not 

ng of accounts. I observed 
posting its general ledger 

accounts monthly. I recomnend that this Utility be required to keep 
books on a monthly basis. While some accounts may be posted monthly, 

others are not. In general, most invoices were recorded as expense or 

plant when the invoice was paid, not when it was received, as would be 

the case under accrual accounting. I also observed that the Utility did 
not accrue on a monthly basis for property taxes. 

Audit Exception 2 discusses the condition of the Utility records. I 

observed that the Utility's records were not in a good condition. The 

accountant's journal entries were not supported. The Utility could not 

locate certain checks or invoices. Some source documentation is still 

missing . 
Audit Exception 3 discusses the Utility failure to complete Form 1099 

for 1991 and 1992. 

Audit Exception 4 discusses the purchase of the Third Well Land. I 
recommend that since this property was purchased with Utility Escrow 

Funds, the property ownership should be in the name of the Utility. In 

addition, Land and Land Rights should be reduced by $570. 

Audit Exception 5 discusses the lack of invoice support for plant. 

Numerous expenditures were lacking either the invoice, a cancelled 
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check, or other supporting documents. I recommend that these cost 

totalling $11,009.86 be removed from plant. 

Audit Exception 6 discusses the lack of cancelled check support fo 

plant. There were several costs charged to the Utility Plant In Servicl 

account without the accompanying cancelled check. I recomnend that thl 
total costs of $31,182.45 which are unsupported by cancelled checks bc 

removed from plant. 

Exception 7 discusses other adjustments to plant. I recommend that thc 
leasehold improvements of $1,295 be allocated between the Utility anc 

the affiliates sharing the office space. The residual amount shoulc 

then be amortized over the leasehold period. 

Audit Exception 8 discusses plant retirements. I found four replacement 
items purchased and recorded in plant but the old assets were not 

removed from the books. The fifth item was the retirement of an asset 

which had never been recorded on the books. Therefore the retirement 

should be reversed. 

Audit Exception 9 discusses an adjustment to the Third Well proforma 

adjustment. The Utility did not provide all the source documentation 

requested. I recommend that the $11,766 of unsupported costs be removed 
from the Uti1 ity's requested proforma investment. 

Audit Exception 10 discusses the Coloney Company invoices recorded to 

plant. I recommend that the Plant In Service be reduced by $2,370 due 
to the duplication of the invoices for payment. The three invoices 

summarized in the table behind Audit Exception 10 are filed with my 

testimony and identified as NLG-2. 
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Audit Exception 11 discusses the purchase o f  a new diesel generator se 

I recomnend that the entry that was recorded for the purchase of the nc 
generator be increased by $1,940.66. In add tion, the financing for ti 

new generator should be included as a debt. Also, the Comnission shoul 

consider the adjustment associated with accumulated depreciation. 

Audit Exception 12 discusses the plant associated with CWIP. 

recommend that the costs'associated with the storage tank and Third We1 

be removed from the plant account and included in CWIP. 

Audit Exception 13 discusses the transfer of contributed property 

During August of 1992, the Utility received improvements in the amoun 

o f  $20,240 from Keith McNeill Plumbing. $10,000 of this amount was pail 

by the Utility while the remaining balance was paid by a developer 

Eagle Constructors, Inc. by or on behalf of Ben Johnson. I recommenc 

that since the Utility received the $10,240 in contributed property i l  

should be recorded on the Utility's books as plant and CIAC. 

Audit Exception 14 discusses the capital ization of previously unrecorded 

engineering design fees. The Utility did not provide all the source 

documentation. The requested information includes: dates, hours worked 

and projects worked upon. From the analysis and a review of CWIP at 

December 31, 1993, I determined that the design fees had been previously 

recorded as an expense or capitalized. 

Audit Exception 15 discusses an error and lack of summary depreciation 

records. The Utility records its depreciation on monthly journal 

entries but has not followed the Uniform System of Accounts as it fails 

to maintain depreciation records which allow for ready verification of 
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transaction bal ances . The sumnary depreciation records were prepare 

only after I requested them. I recomnend the books and the filing b 

restated to the recalculated levels. I also recommend that the Utilit, 
be required to file sumnary plant and depreciation records wit1 

subsequent annual reports. 

Audit Exception 16 discusses the error and lack of sumnary CIA( 

amortization records. The Utility records its amortization using 

monthly journal entries but has not followed the Uniform System 01 

Accounts as it fails to maintain sumnary accumulated CIAC Amortization 

records. I recommend that the per book average CIAC is $142,912 or a 
1 

year-end balance of $158,015. 

Audit Exception 17 discusses the imputation of CIAC. An analysis of 

CIAC collected revealed that the Utility had 30 more connections listed 

at $500 than were present in a prior audit. As of June 1989, the 

approved charge was $2,020. I recommend that CIAC be imputed for the 

difference of $45,600 and that all future connections should be 

recognized at the prevailing tariff rate. 

Audit Exception 18 discusses the issue of fire hydrants not being 

reported as CIAC. I recommend the exclusion o f  the hydrant fee revenues 

as filed. I further recommend imputing the cost of hydrants, less the 
amount of appropriate average CIAC amortization of $50,572, and 

increasing depreciation 'expense by $1,838. I also recomnend that the 
Utility refrain from collecting any funds relating to fire hydrants 

without specific approval from the Commission. 

Audit Exception 19 discusses a CIAC agreement. On September 3 ,  1992 a 
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settlement was made to pay $100,000 to Brown and Affiliates. Stanlc 

Bruce Powell was awarded $35,000 for legal fees for representing Brok 

and Affiliates and the remaining $65,000 was given to the Utility to b 

used strictly for capital improvements in order to enhance and increas 

the flow and pressure of the St. George Island water system. 

recommend that the $65,000 given to St. George Island for capita 

improvements be considered and recorded as CIAC. 

Audit Exception 20 discusses the reconciliation in the Advances Fo 

Construction account. On the December 31, 1992 MFR Schedule A-16, th 

Advances For Construction account reflected a balance of $76,987. Afte 

I reconciled the entries in the Department of Natural Resource 

(Department of Environmental Protection) payment log books to th 

entries in the Utility's Advances For Construction account I determine 

that the December 31, 1992 balance should be $67,730. Therefore, 

recommend that the Advances for Construction account be reduced b, 

$9,257. 

Audit Exception 21 discusses the adjustments to the chemical expensc 

account. I recommend that the chemical expense account be reduced b! 

$657.24. 

Audit Exception 22 discusses an adjustment to material and supplies# 

I recommend that $5,384.91 be removed from materials and supplies for 

various adjustments to the expense account. 

Audit Exception 23 discusses the Utility's request for an insurancc 

coverage adjustment. The Utility is currently in violation of the 

Limited Partnership Agreement as it does not have the required levels 
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o f  insurance. 

support for its estimated insurance expense. 

Audit Exception 24 discusses charges labeled as contractual servicc 

I recommend that $4,373 be removed from the Utility's cost of service, 

Audit Exception 25 discusses the leasing of a John Deere Backhoe. 
recomnend that Rental Equipment Expense be reduced by $114.00 to reflec 

However, the Utility has only provided one proposal i 

twelve months at the current rental rate. 

Audit Exception 26 discusses an adjustment to the miscellaneous expens 

account. I recommend that $3,544 be removed from the cost of service 

Audit Exception 27 discusses the 1992 depreciation expense recorded b: 

the Utility. I recommend that the 1992 depreciation expense is $44,548, 
I further recomnend that depreciation expense be adjusted to reflect the 
asset lives stated in Rule 25.30.140, Florida Administrative Code. 

Audit Exception 20 discusses the request f o r  an adjustment for taxes 

other than income. I recommend reducing test year Taxes Other Than 

Income by $3,102. 

Please review the audit disclosures discussed in the audit report. 

Audit Disclosures show ' information that may influence the decision 

process. 

Audit Disclosure 1 discusses the Elevated Land Purchase. 

Audit Disclosure 2 discusses the Construction Work In Progress (CWIP). 

Audit Disclosure 3 discusses the Developer Agreement for Prepaid CIAC. 

Audit Disclosure 4 discusses the Salaries and Wages. 

Audit Disclosure 5 discusses the Proforma Empl oyee Pension And Benefits. 

Audit Disclosure 6 discusses the Contractual Services-Engineering. 
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Q- 
A. 

Audit Disclosure 7 discusses the Contractual Services-Legal . 
Audit Disclosure 8 discusses the Contractual Services-Management Fee3 

Audit Disclosure 9 discusses the Proforma Adjustment Contractua 

Servi ce-0t her. 

Audit Disclosure 10 discusses the Tallahassee Office Rent. 

Audit Disclosure 11 discusses the Transportation Expense. 

Audit Disclosure 12 discusses the Bad Debt Expense. 

Audi t Di scl osure 13 discusses the Proforma Mi scel 1 aneous Expense. 
Audit Disclosure 14 discusses the Utility Office Location. 

Audit Disclosure 15 discusses the Cost Of Capital. 

Audit Disclosure 16 di scusses the Ken Gordan Developer Agreement. 

Does that conclude your testimony? 

Yes, it does. 
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Florida Pub1 ic  Service Commission 

Audit Report 

- ..- . *' - As o f  December 31 ,  1992 

f i e l d  Work Completed April 1 2 ,  1994 

S t .  George Island Util ity Company, L t d .  

Frank1 i n  County 

Rate Case 

Docket Number 940109-WU 

A u d i t  Control Number 93-264- 1 - 1 

/ '  

Nancy Gaffney &.- Audi t  Manager 

Robert Freeman - 
. ~ 

Regul atory Analyst Supervisor 
Tallahassee District Office 
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I. Executive Summary 

AUDIT PURPOSF: We have applied the procedures described in Section I 1  
o f  this report to audit the schedules of Rate Base, Net Operating Income, 
and Capital Structure for the twelve month period ended December 31, 1992, 
prepared by St. George Island Utility Company, Ltd. for their petition for 
rate relief, FPSC Docket 940109-WU. 

SCOPE LIMITATION: An audit exit conference was held on April 12, 
1994. This report is partially based on confidential information 
which is separately filed with the Commission Clerk. 

DISCLAIM PUBLIC USE: This  is an internal accounting report 
prepared after performing a 1 imited. scope audit; accordingly A h i s  
document must not be relied upon for any purpose exceot to assyit 
the Commission staff in the performance of their duties. 
Substantial additional work would have to be performed to satisfy 
generally accepted audit standards and produce audited financial 
statements for public use. 

OPINION: Subject to audit exceptions, audit disclosures and the audit 
scope described in Section 11, the appended Rate Base, Net Operating 
Income and Capital Structure exhibits for the test year ended December 31, 
1992, represent the utility books and records in substantial compliance 
with Florida Pub1 ic Service Commission prescribed rules and procedures. 

COMPANY COMMENTS: The Company will respond to this audit report at a later 
date. 

3 



EXHIBIT NLG-1 (Page 4 of 

Exs 

Ex 27 Per Book 1992 Dcprrrioruoa rXpenre 5.432.00 
28 ra 

DS 2 m mi4 
DS 3 Developer &"cot - Prrpud Comment 

DS 14 Utility Office Loution Cammca 
DS 15 -of  Clpiul c m " 1  
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11. Audit Scope 

The opinions contained in this report are based on the audit work 
described below. When used in this report COMPILED means that the audit 
work includes: 

COMPILED - Means that the audit staff reconciled exhibit amounts 
with the general ledger; visually scanned accounts for error or 
i ncons i stency; di scl osed any unresol ved error, i rregul ari ty , or 
inconsistency; and, except as otherwise noted performed no other 
audit work. 

RATE BASE: 
to company schedule; Reviewed invoices supporting plant additions 
subsequent to 12/31/87; Reviewed 100% of the * support'ing 
invoices/documentation for plant additions subsequent t o .  12/31/87; 
Reconciled CIAC since rate base was established by Order 21122 
issued 4/24/89; Analyzed CWIP; Analyzed Advances For Construction; 
and Toured Franklin County plant facilities October 21, 1993. 

CAPITAL STRUCTURE: 
Company, Ltd.; and Recomputed Cost o f  Debt for St. George Island 
Utility Company, Ltd. 

Compiled Rate Base; Traced applicable rate base adjustments 

Compiled common equity-for St. George Island Utility 

NET INCOME: 
revenues billed; Verified depreciation and CIAC amortization rates; 
Recompute Depreciation subsequent to 12/31/87; Reviewed chemical 
invoices; Traced operating expenses to source documentat ion; Traced 
applicable projected income statement adjustments to company 
schedules and source documentation; and Agreed test year salaries to 
supporting payroll journals, as well as Federal Forms 940 and 941. 

Scheduled and reconciled the Company's Taxes Other Than Income Accounts. 

OTHER: Read affiliate 1987 through 1992 Federal Income Tax Returns and 
analyzed tax years 1991 and 1992. 

Compiled Net Operating Income for the test year. Scheduled 

5 



EXHIBIT NLG-1 (Page 6 of 

AUDIT EXCEPTION NO. 1 

SUBJECT: MONTHLY BOOKING OF ACCOUNTS 

STATEMENT OF FACT: Commission Order 24458 required the u t i l i t y  t o  f i l e  monthly 
general ledgers before the end of the following month.  The l a s t  monthly ledger 
f i l e d  the u t i l i t y  was for August 1993. During fieldwork, i t  was observed the 
company was not posting i t s  general ledger accounts monthly. Specifically the 
December 1993 general ledger was n o t  completed during mid March. 

The Commission in Order 92-0122, da ted  March 31,  1992, found t h a t  f a i lu re  t o  
update  the u t i l i t y ' s  general ledger was not a substantial violation of Commission 
rules.  "Each u t i l i t y  
shal l  keep its .books on a monthly basis" in the  Uniform System of Accounts. 

This finding was despite the presence of the statement: 
*' . 

The Commission s ta ted;  "There i s  no evidence in the record t o  support a 
p r o h i b i t i o n  against such accumulation of d a t a  (slow booking t o  the general 
7 edger).  

OPINION: Section 674.406, F . S . ,  provides the reason for keeping monthly books. 
This subsection i s  en t i t l ed ;  "Customer's Duty To Discover and Report Unauthorized 
Signature or Alteration" and provides s ta tu tory  guidance as t o  what and w h a t  n o t  
a customer may recover from a bank in the event of a forgery or other fraudulent 
cash scheme perpetrated upon a u t i l i t y .  

There are  more specific reasons t o  keep monthly books. These reasons involve 
audi t  techniques t o  detect errors and i r regular i t ies .  

T h i s  u t i l i t y  as well as a l l  u t i l i t i e s  should be required t o  keep books on a 
monthly basis. The proper form also requires t h a t  a year  t o  d a t e  l i s t i n g  also 
be prepared a t  the close of the year. The u t i l i t y  did not  maintain a year t o  
d a t e  l i s t i n g  during 1992 and 1993. 

The Commission should take a strong stand supporting monthly record keeping as 
i t  i s  very necessary t o  protect resources w h i c h  a re  the basis of the calculation 
of  customer charges. 
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AUDIT EXCEPTION NO. 2 

SUBJECT: UTILITY RECORDS 

STATEMENT O F  FACT: Uniform System of  Accounts (USOA), Class B Water U t i l i t i e s ,  
p. 13, General - Records, reads  i n  p a r t ,  "Each U t i l i t y  s h a l l  keep i t s  books of 
a c c o u n t ,  and a71 o t h e r  books, records ,  and memoranda which suppor t  the e n t r i e s  
i n  such  books o f  account so a s  t o  be able t o  f u r n i s h , r e a d i l y  ful l  informat ion  a s  
t o  any item included i n  any account." 

USOA, p.15, General - Accounting Period,  reads ,  "Each u t i l i t y  s h a l l  keep i t s  
books on a monthly b a s i s  so t h a t  for each accounting per iod  a l l  t r a n s a c t i o n s  
a p p l i c a b l e  t h e r e t o ,  as n e a r l y  as may be a sce r t a ined ,  s h a l l  be entered i n  t h e  
books of t he  U t i l i t y .  Each u t i l i t y  s h a l l  c lose  i t s  books a t  the e n t - o f  each 
c a l e n d a r  y e a r  unless o therwise  authorized by the Commission." 

General  Ledgers were r e a d i l y  ava i l ab le ,  while  requested a d d i t i o n a l  in format ion  
needed t o  be r e t r i e v e d  by U t i l i t y  employees. The U t i l i t y ,  du r ing  October 1993, 
c r e a t e d  CPR r eco rds  subsequent t o  12/31/87. 

O P I N I O N :  The books dur ing  1988 through 1991 a r e  not  i n  as good a c o n d i t i o n  a s  
i n  1992. The U t i l i t y  appears  t o  have r e l a t i v e l y  inexperienced account ing  s t a f f  
and has  r e c e n t l y  added a CPA consu l t an t .  Books a r e  recorded on a cash b a s i s  
r a t h e r  t han  an accrual  b a s i s .  The accountant ' s  journa l  e n t r i e s  a r e  not  
s u p p o r t e d .  The u t i ' l i t y  could not l oca t e  c e r t a i n  checks o r  i nvo ices .  Some source  
documenta t ion  is  s t i l l  missing.  On severa l  occasions d u r i n g  the f i e l d  work, t h e  
u t i  1 i t y ' s  accountant  was not  r ead i ly  avai 1 ab1 e.  T h i  s caused undo del  ays  . The 
burden was then t r a n s f e r r e d  t o  the bookkeeper who had problems i n t e r p r e t i n g  the 
a c c o u n t a n t ' s  work papers. The 1992 books were not c losed u n t i l  approximately 
September  1993. This i s  very apparent by the U t i l i t y ' s  accountant ' s  r eco rd ing  of  
CWIP for 1992. 

Dur ing  February  and March of 1994 the  accountant  was only a v a i l a b l e  on F r idays .  
The CPA c o n s u l t a n t  would t r y  t o  f i l l  i n  f o r  t h e  accountant .  A t  times there were 
s t i l l  undo d e l a y s  when the CPA and Bookkeeper'could not i n t e r p r e t  c e r t a i n  
e n t r i e s  . 
As of March 25, 1994, t h e  books for 1993 had not been c losed .  The 12/31/93 
Genera7 Ledger obta ined  from t h e  u t i l i t y  was not a f i n a l  General Ledger. I n  
a d d i t i o n ,  the u t i l i t y  had not  c losed i t s  books for January and February o f  1994. 
No Genera7 Ledger e x i s t e d  f o r  those months. 

A u d i t o r  d i d  n o t i c e  a b e t t e r  control of documents a f t e r  the Bookkeeper ob ta ined  
t h e  addi  t i m a 1  o f f i c e  worker. 

7 



EXHIBIT NLG-1 (Page 8 of 

AUDIT EXCEPTION NO. 3 

SUBJECT: FORM 1099-MISC 

STATEMENT OF FACT: Armada Bay Company, a Florida corporation, (ABC) has a 
Management and Operating Agreement with S t .  George Island Utility, LTD., 
(Utility). The agreement states, "as full and adequate compensation for the 
management and operating agreement, the Utility will pay ABC an annual management 
fee o f  $48,000 ....." 
St. George Island Utility Company, Ltd recorded $48,000 into its account 634, 
Contractual Services - Management Fee, during 1992. $15,375 of the $48,000 was 
disbursed by checks to Gene D. Brown, Cash (indorsed by Gene Brown) and Publix 
(written and cashed by Gene D. Brown). 

In addition to the above $15,375, Gene D. Brown received Transportation'Allowance 
in the amount of  $1,050 and Medical Benefits in the amount of $450 for a total 
o f  $16,875. The uti1 i ty reported medical and transportation payments are not 
subject to form 1099 disclosure. 

St. George Island Utility Company, Ltd recorded $31,436.45 into its account 632, 
Contractual Services - Accounting, during 1992. $13,750 was disbursed to Jeanie 
Drawdy for Accounting Services during 1992. 

Neither Jeanie Drawdy or Gene D. Brown are employees of the utility. 

1992 Instructions for Form 1099-MISC1 Department of the Treasury, Internal 
Revenue Service (IRS) states, "If the following four conditions are met, a 
payment is generally reportable as nonemployee compensation: (1) you made the 
payment to someone who is not your employee; (2) you made the payment for 
services rendered in the course of your trade or business (including government 
agencies and nonprofit organizations): (3) you made the payment to someone other 
than a corporation, e.g., an individual or a partnership; and (4) you made 
payments to the payee of at least $600 during the year." 

Examples o f  payments are: 

A fee paid to a nonemployee and travel reimbursement for which the nonemployee 
did not account to the payer i f  the fee and reimbursement aggregate at least 
$600. 

Taxabl e fringe benefits for nonempl oyees. 

The instructions also requires nonemployee compensation to include fees, 
commissions, prizes and awards for services rendered, or other forms of 
compensation for services rendered for your trade or business by an individual 
who i s  not your employee. 

The Utility's response to Document/Record Request No. 3 was, "St. George Island 
Utility did not provide 1099's for 1993 and 1992." 
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AUDIT EXCEPTION NO. 3 CONTINUED 

OPINION: The auditor analyzed the payments Gene D .  Brown and Jeanie Drawdy for 
Contractual Services on the following pages. 

Armada Bay reported for tax purposes i n  1992, income o f  $48,000 from the Ut i l i ty .  

During the  April 12, 1994 exi t  conference, the U t i l i t y  presented copies of 1099's 
issued t o  Jeanie H. Drawdy and Barbara S .  Withers for 1992 and Jeanie H. Drawdy 
f o r  1993. No Form 1099 was issued for Gene 0. Brown. The 1099's were reportedly 
prepared and submittted April 11, 1994. 

I" 
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EXHIBIT NLG-1 (Page 10 of'  

1 9/4/92 
Amouot - 

4w.10 
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105.90 
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750.00 
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EXHIBIT NLG-1 (Page 12 01 

AUDIT EXCEPTION NO. 4 

SUBJECT: THIRD WELL LAND 

STATEMENT OF FACT: MFR Schedule A-5 page 1 reflects an Ut i l i ty  adjustment  t o  
l a n d  and Land Rights  t o  r e c l a s s i f y  Land purchased i n  1990 f o r  the T h i r d  Well i n  
t h e  amount of $23,276.00. 

The Warranty Deed recorded 9/12/90, OFF REC 326 PAGE 035, shows t h e  g r a n t e e  o f  
the above land  (Lot 1, Block 9, David Brown E s t a t e s )  a s  Armada Bay Company. 

An I n d e n t u r e  (Mortgage Deed) recorded 9/12/90, OFF REC 326 PAGE 036 and 037, i s  
between Armada Bay Company, c a l l e d  the Mortgagor, and Fleet Finance & Mortgage, 
Inc., c a l l e d  the Mortgagee. Witnesseth, That the said Mortgagor, for- and i n  
c o n s i d e r a t i o n  of the sum o f  Ten Dollars  t o  i t  i n  hand pa id  by the s a i d  MGrtgagee, 
the r e c e i p t  whereof i s  hereby acknowledged, has g r a n t e d ,  bargained and s o l d  t o  
the s a i d  Mortgagee, t h e  following descr ibed 'land, Lot 1, Block 9,  David H. Brown 
E s t a t e s .  

Armada Bay Company (Lessor )  and S t .  George I s land  Uti1 i t y  Company, L t d .  (Lessee) 
has  a Lease Purchase Agreement, dated 6/26/90 and an Amendment To Lease Purchase 
Agreement, da ted  8/20/92, f o r  Lot  3 ,  Block 9 ,  David H .  Brown E s t a t e s .  

The Land, Lo t  1 BLOCK 9 David Brown E s t a t e s ,  was purchased w i t h  funds from the  
B a r r i e r  I s l a n d  Escrow Account (an escrow account conta in ing  C I A C  monies) f o r  the 
b e n e f i t  of S t .  George I s land  U t i l i t y  Company, Ltd-. 

The Schedule  on t h e  following page presents the  c l o s i n g  s ta tement  c o s t s  
assoc ia ted  w i t h  the purchase o f  the Third Well Land. 

OPINION: 
p r o p e r t y  ownership should be i n  the name o f  the U t i l i t y .  

S i n c e  this  property was purchased w i t h  U t i l i t y  Escrow F u n d s ,  the  

In a d d i t i o n ,  the adjustment  t o  Land and Land Rights should be reduced by $570.00. 
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St. George Island Utility Co., LTD. 
Third Well Land 
Test Year Ended 12/31/92 

Allowable Other 
,Item 

1 PllrchasedPrice 

2 CountvTaxes 

3 

4 

5 

6 

7 

8 

9 

- ~ 

Per Diem MTGDifYerenct 
Tax Lien 

lnterest On Tax Lien 

DOC Stamps 1st New Note 

Int  Tax On 1st New MTG 

Record 1st New MTG 

Record Deed 

Title Insurance 

22,500.00 

6.00 

200.00 

e' - 
(36.28) 

242.83 

235.92 

72.00 

45.00 

10.50 

22,706.00 569.97. 
L.----.- ===---=---- 

Source: Buyer Closing Statement 
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EXHIBIT NLG-1 (Page 14 of 

- 
AUDIT EXCEPTION NO. S 

SUBJECT: LACKING INVOICE SUPPORT - PLANT 

STATEMENT OF FACT: The Schedule on the following page presents costs charged to 
the Utility Plant In Service Account lacking the accompanying invoice. 
Expenditures noted were lacking either the invoice, other supporting documents 
or a cancelled check. 

OPINION: 
utility. 

Description and remarks are the opinions o f  the auditor and not the 
The costs should be removed from plant. 
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EXHIBIT NLG-1 (Page 16 oi 

AUDIT EXCEPTION NO. 6 

SUBJECT: LACKING CANCELLED CHECK SUPPORT - PLANT 
STATEMENT OF FACT: The Schedule on the following page presents costs charged to 
the  Utility Plant In Service Account without the accompanying cancelled check. 

OPINION: Description and remarks are the opinions o f  the auditor and not the 
utility. Costs unsupported by cancelled checks should not be considered utility 
investment i n  rate base. 
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St. George Island Utility Co.. LTD. 
tcking Canc.ded Check for Doc- 
fa Year Ended 12/31/92 

/Item I Date /Check( Ref I ' Payee 1 Amount 1 Description I 
1 7/26/88 2535 CDJ Suaure Mucr 363.60 Mctar k Supplies 

2 2/6/09 

6 5/14/90 

7 1012l91 

21 E l 3  RoweDrilling 

2870 JE 14 WdlaccPuotp 

JE12 Wall.ecPump 

(+) E 10 hy Cobb/Coloney Consulting 

CCK-IE 9 W.U.ce PIlrrrp 

JE 12 ArdunaD k Auociua. hc. 

12.020.00 Furnish k inctJl 30h.p. Gouldo 
SIlbmeniblc Pumpwell X I  

2.519.54 Vuiow 

3,011.67 Various 

10,733.45 S u n y  datdConrulting 

NOTE: Scc Exception No. 10 & S 

40.41 Vviow 

2.493.78 Gco~dnical Exploration 
6 F ~ M S C  h r g c s -  Final 
Judgment 

Total 3 1,182.45 
P l t l i t m t  

NOTE: Sa Exeqkon No. 7 

(*) Lany Cobb = Wl62.00 
Coloncy = 55,871.45 (Invoicu fm $5,712.87 plut Sli8.58 urwppod) 

JE 10 110,733.45 
L-mDIL 

Note: C C K r  Counter Chak 
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EXHIBIT NLG-1 (Page 18 01 

AUDZT EXCEPTION NO. 7 

SUBJECT: ADJUSTMENT TO PLANT 

STATEMENT OF FACT: The Schedule on the following page presents costs charged t o  
the U t i 1  i t y  Plant In Service Account. 

OPINION: 
u t i 1  i ty .  

Description and remarks are the opinions o f  the a u d i t o r  and not  the 

These charges are largely transportation costs or finance charges, such.costs are 
not readily p l a n t  according t o  the uniform system of accounts. The v t i l i t y  i s  
separately requesting t r a n s p o r t a t i o n  charges for i t s  employees i n  t h i s  f i l i n g .  

The auditor also notes one reduction i n  cost granted by a vendor (2625)  w h i c h  was 
not reflected i n  the plant accounts. 

The a u d i t o r  a l s o  notes an adjustment t o  plant which involves leasehold 
improvements of $1,295 w h i c h  should ' f i rs t  be allocated between the u t i l i t y  and 
the a f f l i a t e s  sharing the office space. The residual amount should then be 
amortized over the 'leasehold period and charged to income. 
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EXHIBIT NLG-1 (Page 20 c 

AUDIT EXCEPTION NO. 8 

SUBJECT: PLANT RETIREMENTS 

STATEMENT OF FACT: 
recorded or not recorded t o  the uti l i ty  Plant I n  Service Account, 

The Schedule on the fo?lowing page presents retirements 

OPINION: 
u t i  1 i ty. 

Description and remarks are the opinions of the auditor and not the 

The staf f  engineer should review this finding and direct the u t i l i t y  t o  adjust 
its  accounts. 
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EXHIBIT NLG-1 (Page 22 of" 

AUDIT EXCEPTION NO. 9 

SUBJECT: ADJUSTMENT TO THIRD WELL PROFORMA 

STATEMENT OF FACT: MFR Schedule A - 3  page 2 of 2 ref lects  the cost o f  the t h i r d  
well as $164,270 excluding Land. The Schedule on the following page presents 
costs  provided the auditor t o  support the cost o f  the t h i r d  well for the proposed 
adjustment t o  Plant In Service. 

The U t i l i t y  d i d  n o t  provide a l l  the source documentation requested. A t  least  
th ree  times the aud i to r  requested the u t i l i t y  t o  fu l ly  support the proforma 
adjustments t o  plant for Coloney Company Consulting EngineeFs, Inc. 

A l s o ,  the  Ut i l i t y  d i d  n o t  ful ly  support Rowe Drilling, Survey and DER;requested 
amounts . - .  

As o f  April 12, 1994, the u t i l i t y  reports the automatic switchover swytem i s  not  
fully operational for the t h i r d  well. 

OPINION: The following description and remarks are the opinions of the a u d i t o r  
and not t h e  u t i l i t y .  Any cost n o t  supported should be removed from the u t i l i t y ' s  
requested proforma investment. 
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EXHIBIT NLG-1 (Page 23 of 74, 

Unnrpponcd Amount 1 R o w c D d h g  im.194.4) 119,+.00 126.4) CBwOs . ofweu 
No.3 -- i e. 
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19S.Q) 19% 00 

io.aw.oo 
invoicer. Utility Could 

Not provide requitd ruppon 

164.211.Q) 152.50S.00 11.7U.4) 
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EXHIBIT NLG-1 (Page 24 a 

- 
AUDIT EXCEPTIDN NO. 10 

SUBJECT: COLONEY COMPANY INVOICES RECORDED TO PLANT 

STATEMENT OF FACT: Invoices dated July 27,1989 and October 4, 1989 were recorded 
to Plant Account I 307.2, JE 10, 11/30/89. 

Invoice dated March 27, 1990 was recorded to -Plant Account # 330.40, 3E-7 ELE, 
4/3 0/9 0 - 
The Schedule on the  following page i s  an analysis of  the associated itemized 
invoices for payment from Coloney Cdmpany Consulting Engineers, Inc,-. 

*-. . 

OPINION: 
uti 1 i t y -  

Description and remarks are the opinions of the auditor and not the 

P l a n t  In Service should be reduced 62,370 for the  duplication of  the invoices for 
payment - 

24 



EXHIBIT NLG-1 (Page 25 of 74) 
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EXHIBIT NLG-1 (Page 26 of, 

. 
AUDIT EXCEPTION NO. 11 

SUBJECT: REPLACED GENERATOR 

STATEMENT OF FACT: On September 9, 1993 the u t i l i t y  purchased a new Caterpillar 
diesel generator s e t ,  model NO. 3208. The invoice price was $28,836, Sales Tax 
of  $1,622.16 and recording fees of $140.00 for a cost o f  530,598.66 (28,836 + 
1,622.16 + 140.50). The u t i l i t y  received a $1,800 trade i n  c red i t  for the 
replaced Kohler 125 generator. In a d d i t i o n ,  the u t i l i t y  paid a cash down payment 
of  $2,883.60 and financed $25,915.06. 

MFR Schedule A-3, Page 1 of 2,  denotes the cost o f  the new generator as $28,658 
net of the booked cost of the existing generator of $14,406. 

The u t i l i t y ’ s  11/30/93 journal  entry i s  as follows: 

Descri p t  i on Account Amount 

Generator Ring Power 101310 5 35,004.95 
Trade I n  - Kohler 101310 ( 14,406.41) 
Payable Ring Power 232065 ( 28,658.16) 
Accum Deprec 108310 8,059.62 

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

Record Generator Purchase 

OPINION: To record the New Generator i s :  

Invoice Price S 28,836.00 
Tax 1,622.16 
Recording Fees 140.50 

DR. CR. 
Accum. Deprec. S 14,406.41 
P 1 a n t  - 07 d Generat or 4 14,406.41 

To remove o l d  generator 

P l a n t  - New Generator 
Accum. Deprec - Trade In 5 1,800.00 

Note Payable 25,915.06 

S 30,598.66 

Casb Down Payment 2,883.60 

To record purchase o f  new generator 

The adjustment 
increased $1,940.66 ($30,598.66 - 528,658.00). 

t o  plant for the recording of the new generator should be 

In a d d i t i o n  the related financing associated w i t h  the new generator should be 
included as Debt. A l s o ,  the MAW .Analyst should consider the adjustment 
associated w i t h  Accumu’l ated Depreciation. 
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AUDIT EXCEPTION NO. 12 

EXHIBIT NLG-1 (Page 27 of 74) 

SUBJECT: PLANT ASSOCIATED WITH CWIP 

STATEMENT OF FACT: Uniform System Of Accounts (USOA), states for Account 105, 
Construction Work i n  Progress, "This account shall include the total o f  the 
balances of work orders for utility plant in process of construction but not 
ready f o r  service at the date of the balance .sheet.' 

The Schedule on the following page presents costs charged to Utility Plant In 
Service Account. The costs are asspciated with the third well or the 50,000 
gallon steel ground storage tank. The 50,000 gallon storage tank is not in 
service or operational at present. .. 

5'- 
-- 

OPINION: 
from plant and included in CWIP. 

Costs associated with the 50,000 gallon stgrage tank should be removed 

Costs associated with the third well should also be removed from the plant 
accounts and also recorded in CWIP. These third well charges in plant can then 
be considered as a proforma investment. 

Description and remarks which follow are the opinions o f  the auditor and not the 
utility. 
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EXHIBIT NLG-1 (Page 29 of 74, 

AUDIT EXCEPTION NO. 13 

SUBJECT: TRANSFER OF CONTRIBUTED PROPERTY 

STATEMENT OF FACT: The Utility’s Tariff Original Sheet No. 33.0 (10.0) states, 
‘Wherein the Utility agrees to accept systems built by others, each contributor 
(developer, builder, etc.) who has constructed portions of a water distribution 
system shall convey such component parts of the water distribution system to 
Utility by bill of sale, in form satisfactory to Utility’s attorney, together 
with such evidence as may be required by Utility that the water system proposed 
to be transferred to Utility are free o f  all liens and encumbrances.“ 

On or about 8/14/92, Keith McNeill Plumbing made $20,240.00 o f  improvement to S t .  
George Island Utility System as evidenced by the Keith McNeill P1umbing;Proposal. 
$10,000.00 of this amount was paid by the Utility. The remaining Zmount o f  
$10,240.00 was paid by a developer, Ben Johnson, (Doing Business A s )  Eagle 
Constructors, Inc. 

OPINION: The Uti1 ity received $10,240.00 in contributed property. This 
transaction was not recorded on the Utility’s books. It should be. 
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EXHIBIT NLG-1 (Page 30 of. 

AUDIT EXCEPTION NO. :4 

SUBJECT: CAPITALIZE PREVIOUSLY UNRECORDED ENGINEERING DESIGN FEES 

STATEMENT OF FACT: MFR Schedule A-3 Page 1 of 1, requested a $21,000 adjustment 
to Plant in Service to capitalize previously unrecorded engineering design fees 
of Wayne Coloney for the elevated storage tank. 

The Utility did not provide all the source documentation, requested at least 
three times by auditor, to fully support the requested proforma adjustment to 
plant for unrecorded engineering design fees of Wayne Coloney. 

The auditor’s requested information includes: dates, hours worked and projects 
worked upon. The utility was also to.provide source invoices and report how much 
of  the proforma is actually paid to date. The requested source documenf.ation was 
not received. * -  

OPINION: An analysis of payments and entries related Wayne Coloney was performed 
for 1987 t o  present. 

From the analysis and a review of CWIP at 12/31/93, the auditor determined that 
the designed fees had been previously recorded as an expense or capitalized. 

This proforma cost is not appropriate. 
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EXHIBIT NLG-1 (Page 31 of 74, 

AUDIT EXCEPTION NO. 15 

SUBJECT: ERROR AND LACK OF SUMMARY DEPRECIATION RECORDS 

STATEMENT OF FACT: NARUC Uniform System of Accounts for Class B Water 
Utilities, Accounting instruction 2, provides; -"Each utility shall keep its 
books of account, and all other books, records, and memoranda which support the 
entries in such books of account so as to be able to furnish readily full 
information as to any item included in any account. Each entry shall be 
supported by such detailed information as will permit a ready identification, 
analysis, and verification of all facts relevant thereto.". . . . 
The util ity does not maintain summary accumulated depreciation records. 
u t i l  ity records its depreciation on monthly journal entries. 

The 
' _-- 2 - 

The utility's filing Schedule A-9, page 1 of 2,'reported accumulated depreciation 
balances do not match the books. The utility i s  reporting $3,748 more 
accumulated depreciation at average in its filing than the per book amount 
( S  736,847 versus 5 733,099). 

Audit staff has recalculated utility accumulated depreciation. 
recalculation has been provided to the utility. 

A copy of this 

OP INION ; For the auditor's recalculation, depreciation rates used were the 
last allowed. Plant balances used were the per book amounts after adjustment for 
inter per i od errors. 

The auditor's accumulated depreciation amount per-books at average is 5 747,174 
($784,551 @ December 31, 1992). In plant categories where there was no 
previously allowed depreciable life, rates used by the auditor were: Office 
Equipment (15 years), Power Equipment (10 years), Miscell aneous Equipment (15 
years), and Other Plant (20 years), the rates set out in Commission rule 2 5 -  , .  
30.140 FAC. 

The auditor also made one major adjustment 
utility reported a $60,788 asset associated 
service in September 1992. The auditor 
September 1991 to match the in service date 

Utility has not followed the uniform system 

regarding assets depreciated. The 
with its elevated tank coming into 
began depreciating this asset in 
of other elevated tank costs. 

of accounts by failing to maintain 
depreciation records which allow ready verification of transaction balances. 
This is a strategy which can be used to improperly overstate rate base. 

CONCLUSI0N:The utility has overstated its per book rate base by $ 10,327 
($747,174- $736,847). This overstatement would be a permanent overcharge to the 
ratepayer. f ai 1 ure to provide proper books and records reduces the effectiveness 
of Commission auditors. 

RECOMMENDATION: 
Require the utility to file summary plant and dep-reciation records with 
subsequent annual reports. 

Restate the books and the filing t o  the recalculated levels. 

31 



=HIBIT NLG-1 (Page 32 oi 

AUDIT EXCEPTION NO. 16 

SUBJECT: ERROR AND LACK OF SUMMARY CIAC AMORTIZATION RECORDS 
STATEMENT OF FACT: N A R K  Uniform System o f  Accounts for Class 8 Water 
Utilities, Accounting Instruction 2, provides; "Each uti1 i ty shall keep its 
books of account, and all other books, records, and memoranda which support the 
entries in such books of account so as to be able to furnish readily full 
information as to any item included i n  any account. Each entry shall be 
supported by such detailed information as will permit a ready identification, 
analysis, and verification o f  all facts relevant thereto.". . . . 
T h e  utility does not maintain summary accumulated CIAC Amortization reqrds. The 
utility records its amortization using monthly journal entries. 

Audit staff has recalculated accumulated amortization. A copy o f  this 
recalculation has been provided to the utility. 

* *- 

OP I N I ON : 
last allowed (3.10%). 

for the auditor's recalculation, amortization rates used were the 
CIAC balances used were the per book amounts. 

The auditor's per book average CIAC is $142,912 ($158,015 @ December 31,1992). 
This increases rate base by 4 10,635. 

Failure to provide summary CIAC amortization records does not permit ready 
verification of the stated account balance. Additional audit time must be spent 
i n  these instances to recalculate the reported value. 
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AUDIT EXCEPTION NO. 17 

SUBJECT: IMPUTE CIAC 

STATEMENT OF FACT: NARUC Uniform System of Accounts for Class B Water Utilities, 
Accounting instruction 2, provides; "Each utility shall keep its books of 
account, and all other books, records, and memoranda which support the entries 
in such books of account so as to be able to furnish readily full information as 
to any item included i n  any account. Each 'entry shall be supported by such 
detailed information as will permit a ready identification, analysis, and 
verification of all facts relevant thereto.". . . . 
A analysis of CIAC collected revealed the utility had 30 more connections listed 
at $ 500 than were present in a prior audit. According to a reading of the 
utility ' s  ledgers the entry was made in October 1991. Since June;l989, the 
utility was required to charge $2,020 for each connection. . . .w- 

Through audit request 16, dated December 3, 1993, the utility was asked to 
identify which 30 connections were brought on the books at this lower $500 rate. 
Initially, the utiktty denied it had 30 connections brought on the books after 
June 19, 1989. After explanation of the audit finding, the utility now 
recognizes the presence of these 30 connections valued at $500. These 
connections are imbedded in a $20,000 entry entitled See customer list. 

The utility reports these connections were imputed and come from several sources; 
i. e., an "in depth audit" was preformed to locate every customer of the utility, 
and the utility accepted connections authorized by John Stocks, a prior owner of 
the uti7ity. The utility goes on to represent they know all connections to the 
utility that cost $2,020 and this number is accurate, but the utility has not 
produced a listing of the lots in question. Despite an oral request by the audit 
supervisor, and two written requests by the audit manager. 

OPINION: The utility is required to maintain support for its transactions. This 
utility has experienced difficulties in doing so (Order 23649 pag'e 9). Failing 
to provide timely support for a transaction usually indicates the issue will be 
resolved against the party with the burden o f  support. 

This utility's rate base was determined by an original cost study in its last  
case because the utility reported its records were lost. CIAC was set based upon 
the number of customers reported by the utility times the approved CIAC rate. 
The utility has now reports more customers from this time period, but provides 
no timely support for this statement during audit field work. CIAC should be 
imputed in the full amount for 30 lots; 30 times $1,520 or $45,600. In addition, 
all future connections should be recognized at the prevailing tariff rate. 

The WAW Division may wish to consider the mitigating influence that new customers 
share the cost of service in any decision in this matter. 
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. EXHIBIT NLG-1 (Page 34 d 

AUDIT EXCEPTION NO. 18 

SUBJECT: CIAC -- FIRE HYDRANTS 
STATEMENT OF FACT: 
st at ed : 

In the utility’s last rate case Audit Exception Number 7 

“It was noted that the utility received $9,250 in 1987 for fire 
hydrants installed for the local fire department. It is not known 
how much was received in prior years for this same item. Staff was 
unable to find any authorization for collecting this fee in the 
utility‘s tariff. Rule 25-135(2)  X,  states that no utility may 
modify or revise its rates and charges until it receives permission 
from the Commission.“ 

The utility recorded the $9,250 in 1987 as non utility revenue. I.rg.1992 the 
utility received an additional $4,000 in hydrant fees as utility revenues but 
removes this amount from its filing. Other years were not tested by the 
auditors. 

Commission Order 21122 setting rates in the last case does not resolve this 
reported audit exception. 

Prior to 1987 the records were reported as lost. 

The uniform system o f  accounts requires recording o f  hydrants as utility plant. 
As of December 31, 1987, the utility had recorded $71,874 in its water plant 
hydrant account, in 1992 f 74,274 was recorded as hydrant plant. 

On page 14 of utility witness Seidman’s testimony in docket 930770 provides: 
“ I  removed the f 4 ,000  that was improperly booked to other 
revenue.. . . The fee collected in 1992 was for fire hydrants that are 
not being installed and are not in use in 1993. In addition, the 
part of the fee related to installation of the hydrants should be 
booked as CIAC. Since the fee includes perpetual maintenance, the 
portion not booked t o  CIAC should be booked as deferred revenue and 
amortized over the life of the hydrants.” 

The utility has made no adjustment for hydrants to its CIAC in itr filing. 
OPINION: During field work (1987 and 1992) ,  $13,250 was reported associated with 
the acceptance of hydrants. Other years were not tested due to a limit on 
available staff audit time. It is the auditor’s opinion that the utility has 
pursued a program of collecting fees for installing hydrants. The total amount 
of f e e s  collected are unknown at this. time. 

The auditor found no provision in the utility‘s tariff to collect hydrant fees. 
Fees received in exchange for the installation of plant are considered CIAC. 
Commission Rule 25-30.570 provides for imputation if CIAC has not been recorded. 
It is very clear CIAC is present which is not reported. 

RECOMMENDATION: Exclude the hydrant ‘fee revenues as filed and impute CIAC for 
the cost of hydrants less the amount of appropriate CIAC amortization ($50,572)  
at average and increase depreciation expense by f1,838. Also the tariff rate for 
future hydrant CIAC should be set. 
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EXHIBIT NLG-1 (Page 35 of 7 

AUDIT EXCEPTION NO. 19 

SUBJECT: CIAC PER AGREEMENT 

STATEMENT OF FACT: Whereas, the Association has filed two lawsuits against Brown 
and Affiliates, Case Nos. 90-113 and 90-125, ........... .; and 
Whereas, Brown and Affiliates have filled certain counterclaims against the 
association.. .............. .....; 
A Settlement Agreement made on September 3rd, 1992, by and between Gene 0. Brown, 
Leisure Properties, Ltd. , Leisure Development, G .  Brown & Company, S t .  George's 
Plantation, Xnc., Armada Bay Company, Plantation Properties, Ltd., St. George 
Properties, Inc. ("Brown and Affiliates") and St. George Plantation Owners' 
Association, Inc. ("Association") states, "6. The Association will pay Brown and 
affiliates the sum o f  5100,000.00 as follows: ............. ' i  v -  

(a) 635,000 will be paid to Stanley Bruce Powell for his legal fee in 
representing Brown and affiliates i n  the above-referenced 1 itigation; and 

(b) $65,000 will be advanced to the St. George Island Utility Company, Ltd. to 
be used strictly for capital improvements to enhance and increase the flow and 
pressure o f  the St. George Island water system, including the installation o f  a 
new altitude valve and high speed turbine pump pursuant to the recommendations 
of Baskerville-Donovan, the utility's engineers." 

(c) This CIAC is not recorded on the'books of the utility. 

OPINION: 
ref1 ected. 

The b65,fIOO is t o  be considered CIAC and should have been recorded as 

CJAC should be increased $65,000. 
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AUDIT EXCEPTION NO. 20 

SUBJECT: ADVANCES FOR CONSTRUCTION 

STATEMENT OF FACT: MFR Schedule A-16 reflects the 12/31/92 balance for Advances 
for Construction as $76,987. 

Auditor obtained a copy o f  the Department of. Natural Resources (Department of 
fnvironmental Protection) payment log.  

OPINION: Auditor reconciled the entries in the DNR payment log books to the 
entries in the uti1 i ty’s Advances For Construction Account. The 12/31/92 balance 
for Advances For Construction was determined to be $67,730. 

Advances for Construction should be reduced $9,257. 
: p,- 

36 



EXHIBIT NLG-1 (Page 37 d 

AUDIT EXCEPTION NO. 21 

SUBJECT: ADJUSTMENT TO CHEMICALS 

STATEMENT OF FACT: The Schedu'le on the following page presents costs charged t o  
the Chemical Account No. 618. 

OPINION: 
u t  i 1 i ty. 

Description and remarks are the opinions of the auditor and not the 

Chemicall Expense should be reduced $657.24. - 
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EXHIBIT NLG-1 (Page 39 o 

AUDIT EXCEPTION NO. 22 

SUBJECT: ADJUSTMENT TO MATERIAL AND SUPPLIES 
STATEMENT OF FACT: The Schedule on the following page presents costs charged to 
the Material and Supplies Account No. 620. . 

OPINlON: 
utility. 
removed from the cost o f  service i n  this rate case. 

Description and remarks are the opinions o f  the auditor and not the 
Amounts on the following page listed "adjusted expense" should be 
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EXHIBIT NLG-1 (Page 41 C 

AUDIT EXCEPTION NO. 23 

SUBJECT: INSURANCE 

STATEMENT OF FACT: MFR Schedule 6-3 Page 7 of 8, Uti1 ity requested an adjustment 
to test year 0 & I4 expense for Insurance. 

Account 657 - Insurance - General Liabil ity 
Account 658 - Insurance- Workmen's Compensation 
Account 659 - Insurance (Property) 

- 

Requested 
Ad j us t men t 

S 17,000 
4,000 

15,520 

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

The Uti1 ity obtained only one proposal from Dodd-Jones Insurance, In€. 

The Limited Partnership Certificate and Agreement of St. George Island UtSl ity 
Company, Ltd., ARTICLE XIII, No. 13.1, Insurance Coverage, states, "The 
Partnership shall maintain fire, casually, liability and property damage 
insurance in amounts customary with the venture to be undertaken by the 
Partnership and consistent with sound busines.s practice." 

c- 

OPINION: As of April 1, 1994, the Utility has not implemented the above 
insurance. 

The utility obtained only one proposal. 

The Limited Partnership is in violation o f  its Article XIII, Insurance Coverage. 



AUDIT EXCEPTION NO. 24 

SUBJECT: CONTRACTUAL SERVICES - OTHER 
STATEMENT OF FACT: The Schedule on the following page presents costs charged t o  
the u t i  1 i t y  Contractual Service - Other Account. 

OPINION: The costs ref lects  charges for subsequent and prior expenses, t o l l s  , 
7 egal expenses , advances and unsupported charges. In a d d i t i o n ,  S 1 , 705 ref1 ect  i ng 
Scanning Services should be recorded t o  Unamortized System Map Expense. 

Description and remarks are the opinions o f  the audi tor  and not ,  the u t i l i t y .  

Amounts labeled adjusted expense should be removed from the u t i l i t y ' s  cost o f  
serv ice  i n  this ra te  case. .q - 
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EXHIBIT NLG-1 (Page 44 of 74) 

AUDIT EXCEPTION NO. 25 

SUBJECT: BACKHOE 

STATEMENT OF FACT: On August 17, 1992, John Deere Backhoe was leased from Beard 
Equipment. The Beard Equipment lease stated that a portion of the payments will 
be applied towards the purchase i f  converted. On 2/22/93, the backhoe was 
purchased by Marvin Garrett. The $5,587.00 down payment was the portion of the 
monthly lease payments to Beard applied towards the purchase. 

A Lease Agreement was made and entered into as o f  the 25th day of February, 1993 
between Marvin H. Garrett and St. George Island Utility Company, Ltd. 
The Lease Agreement states, 1) Garrett does lease to the Utility John Deere 
Backhoe/loader for a period of thirty six (36) months from date, or until the 
expiration o f  the installment purchase. 

2) Upon the expiration of the lease agreement, Garrett will sell said 
backhoe/loader to the Utility for the sum of Ten Dollars (10.00). 

. c- 

3) As consideration for the lease, the Utility shall pay the following: 
( A )  
(8) 

IC) 

(D) 

the down payment on the backhoe/loader; 
all costs and expenses directly incurred by Garrett in purchasing said 
backhoe/l oader; 
all payments due from Garrett to Beard Equipment Company under the 
attached installment purchase agreement; 
all insurance, maintenance or other expenses incurred by Garrett in 
purchasing or maintaining said backhoe/loader. 

4) In addition, the Utility will pay all maintenance, fuel costs, and other 
expenses incurred by the Utility or Garrett. 

The John Deere Credit finance agreement states that monthly installments are 12 
payments at $776.72 beginning 4/1/93 and 24 payments at $748.35 beginning 4/1/94. 
Insurance is $318.55. 

Mid January, 1994, the utility began paying Mr. Garrett $9,600 per year at the 
rate of 6200 per week and the $318.55 Insurance. 

The Uti1 ity requested the Lease/purchase and insurance expense of $9,413, 
based on month’ly installment payments of 4 months at $776.72 and 8 months at 
$748.35 plus $318.55 for insurance. 

The utility capitalized the backhoe in April 1993. In November 1993, the utility 
removed the backhoe for Plant In Service and recorded the installment payments 
to Rental Equipment Expense. 

OPINION: Auditor calculated backhoe rental with lease/purchase expense and 
insurance expense of $9,298.75 as $748.35 per payment (beginning 4/1/94) times 
12 months for $8,980.20 plus $318.55 physical damage insurance. 

The adjustment t o  the requested Rental Equipment Expense should be reduced 
f 1 14.00. 
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EXHIBIT NLG-1 (Page 45 of i 

c AUDIT EXCEPTION NO. 26 

SUBJECT: ADJUSTMENT TO MISCELLANEOUS EXPENSE 

STATEMENT OF FACT: The Schedule on the following page presents costs charged to 
the Miscellaneous Expense Account No. 675. 

OPINION: Description and remarks are the opinions of the auditor and not the 
utility. The costs listed as “adjusted expense” on the fo7low.ing page should be 
removed from cost of service. 
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EXHIBIT NLG-1 (Page 47 of 

AUDIT EXCEPTION NO. 27 

SUBJECT: PER BOOK 1992 DEPRECIATION EXPENSE 

STATEMENT OF FACT: In previous exceptions, the auditor recalculated uti1 i ty 1992 
balances for depreciation and CIAC amortization. 

The utility reported its per book depreciation expense in MFR B-1 schedule 1 of 
1 as $39,026. According to the utility general ledger, 1992 depreciation expense 
was 640,276. 

OPINION: The utility fai led to report its per book depreciation expense in its 
filing. 

~ l s o  the auditor contends the utility’s per book depreciation .e$ense in 
incorrect. The auditor‘s recalculated 1992 depreciation expense as 644,548. 

A l s o  the WAW staff will need to adjust the filing depreciation expense to match 
the al’lowed 7ives stated in Rule 25.30.140, Florida Administrative Code. 

See also  Exception No. 15, 
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EXHIBIT NLG-1 (Page 48 of 74) 

AUDIT EXCEPTION NO. 28 

SUBJECT: TAXES OTHER THAN INCOME 

STATEMENT OF FACT: The utility requested an adjusted test year for taxes other 
than income in the amount of 614,153 for Regulatory Assessment Fees, $12,719 f o r  
Payroll Taxes and $7,204 for Real Estate Taxes. 

OPINION: Auditor calculated Payroll Taxes based on the Utility’s requested test 
year salaries of $123,120. Payroll taxes associated with the  requested payroll 
i s  39,838.68 or a difference of ($2,880.32). 

Property Taxes were determined to be $6,982.68 or a difference of (SEi.46). 

Adjusted test year Taxes Other Then Income should be reduced by 53,101.78. 
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EXHIBIT NLG-1 (Page 49 o 

AUDIT DISCLOSURE NO- 1 

SUBJECT: ELEVATED LAND PURCHASE 

STATEMENT OF FACT: The Closing Statement,dated 5/29/92, related t o  the purchase 
o f  the  elevated tank lo t s  denotes the purchase price o f  $22,000, recording fees 
o f  172.50, and an additional amount due from buyer f o r  past due interest  and 
costs  and fees incurred o f  $58,680.29. The total  amount due from buyer was 
$80,852.79. A p o r t i o n  of the amount due from buyer was p a i d  w i t h  a $30,852.79 
SGIU check paid t o  Capital City Bank for  a cashier's check. 

Per response t o  Request No. 16, "The 558,580.29, was pa id  t o  Regional Land 
May 29, 1992. These costs breakdown as follows: Corporation on 

$52,929.95 
. 

In te res t  on or ig ina l  debt t o  Regional i n  the'amount c? 

Lease Payment t o  Brinkley Brothers 
Interest  on Brinkley Lease 
Taxes on Elevated Tank Si te  
Attorneys' and Misc. Closing Costs 

5203,278.51 

The Journal Entry associated w i t b  the purcbase was as follows: 

l a n d  - Lots 21 L 22 101303 $22,172.50 
Regional Interest  237.03 58,680.29 

fCfNB - SGIU Casbier Check 131.07 (30,852.79) 
Loan Gene Brown 233.01 (SO, 000.00) 

CK IY 238 
- 

OPINION: This i s  for informational purposes for the W & W Analyst. 
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EXHIBIT NLG-1 (Page 50 of 74) 

AUDIT DISCLOSURE NO. 2 

SUBJECT: CONSTRUCTION WORK IN PROGRESS (CWIP) 

STATEMEKT OF FACT: The Ut i l i ty ' s  12/31/92 F i n a l  General Ledger has a balance for 
CWIP as $211,556. 

MfR Schedule A-18 re f lec ts  a CWIP 12/31/92 balance as 5211,556. 

The u t i l i t y  was requested t o  provide a listing of invoices and projects which 
make up i t s  CWIP balance as o f  December 31, 1992. This l i s t i n g  will be matched 
up against  the current listings provided t o  the auditor ( th rough  August 31, 
1993). 

OPINION: The l i s t i n g  t h a t  the u t i l i t y  accountant provided does n o t  s u p p o r t  the 
12/31/92 CWIP Balance. Various Amounts recorded were for  invoices or payments 
made/received subsequent t o  12/31/92. 
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EXHIBIT NLG-1 (Page 51 ol 

c 

AUDIT DISCLOSURE NO. 3 

SUBJECT: DEVELOPER AGREEMENT fDR PREPAID CIAC 

STATEMENT OF FACT: The utility received 5161,600 in prepaid CIAC on March 1990 
from,the Developer Andrew Jackson. The outstanding balance for this agreement 
as on December 31, 1992 was $145,440 (of the 80 prepaid connections, 8 
connect ions were reported connected and receiving bi 1 1  ings) . 
The utility received S 40,040 in prepaid CIAC on August 1990 from the Developer 
Wilder Properties. The outstanding balance for this agreement as on December 31, 
1992 was 68,080 (of the 20 prepaid connections, 16 connections were reported 
connected and receiving bi 11 ings). 

OPINION: The MAW Division has requested the balance of prepaid CI&,.and the 
amount of accumdated amortization accrued thereon. The attached page calculates 
that amount. 
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EXHIBIT NLG-1 (Page 53 1I 

AUDIT DISCLOSURE NO. 4 

SUBJECT: SALARIES AND WAGES 

STATEMENT OF FACT: MFR Schedule 8-3, Page 2 of 8, requested t e s t  year salar ies  
and wages expense of 5123,120. The request amount was for current s a l a r y  level 
e f fec t ive  12/1/93, an additional office worker and an additional f i e l d  assis tant .  

In a d d i t i o n  t o  the of f i ce  worker, the u t i l i t y  has hired an  a d d i t i o n a l  f ie ld  
ass i s tan t .  However, generally the number of hours worked per week by the f ie ld  
a s s i s t an t  i s  8 t o  16. 

Per a discussion w i t h  Gene Brown on 2/18/94, effective 12/1/93, Sandra Chase's 
p a y r o l l  i s  3/4 paid by the u t i l i t y  and 1/4 paid by the Law F i r m .  Sandr.a Chase's 
t o t a l  payroll income for 1993 was $32,240. 

The u t i l i t y ,  i n  addition, i s  paying 100% of. Sandra Chase's Health Insurance 
Benefit of $300 per month and Transportat ion Benefit of $50 per week. 

- -  .*- . 

Aff i l i a t e  transportation expens,e is  reported i n  Disclosure No. 11. . 

OPINION: The analyst may want consider the additional f ie ld  ass i s tan t  position 
as a "seasonal need" position. A t  present i t  does n o t  appear t h a t  th is  fu l l  time 
posit ion is needed. 

In addi t ion,  an allocation may need t o  be considered for Sandra Chase's Health 
Benefit Insurance and Transportat i o n  Expense. 
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EXHIBIT NLG-1 (Page 54 of 74) 

AUDIT DISCLOSURE NO. 5 

SUBJECT: PROFORMA EMPLOYEE PENSION AND BENEFITS 

STATEMEM OF FACT: MFR Schedule 8-3 Page 2 of 8 reflects a utility requested 
adjustment for $29,997. The requested adjustment is for Health Insurance payment 
for all salaried employees and the contract manager, Gene 0. Brown; a pension 
program for all utility employees; and an allowance for education and training, 

As o f  12/1/93, the utility paid Health Insurance Benefit payments of $300 per 
month to each salaried employee plus the contract manager. The filing requested 
a Health Insurance Proforma adjustment o f  525,200. However, schedules provided 
the auditor and utility memo denotes a requested adjustment amount of $18,000 for 
four salaried employees plus the contract manager. 

In relationship to the pension benefit requested-proforma aniount, 'thz-uti1 ity 
provided a signed service agreement between Universal Pensions, Inc. and St. 
George Island Utility Company, Ltd. The effective date of the plan i s  1/1/94. 
The utility provided a non-cancelled copy of a check for the amount of $500. A 
memo from the utility denotes that the profit sharing plan will result in an 
utility contribution equal to 5% of each employee's base salary. 

The filing request an allowance for employees for education and training in the 
amount o f  $3,000. Utility response to Document Request No. 20, states that the 
33,000 adjustment for education expense was an estimate base on past seminars 
attended by two employees. However, the Utility did provide a list of projected 
employee educational expenses which the Utility would incur during 1994 if funds 
were available. Order No. 21122 Issued 4/24/89 allowed training cost of $963. 

. _  -. 

Opinion: The requested proforma adjustment for Employee Pensions and Benefits 
should be reduced for the difference in the Health Insurance calculation of 
47,200. The utility apparently does not plan to provide health benefits to its 
employees receiving hourly wages. 

As of April 1, 1994, the pension plan program had not been implemented. The $500 
check was for pension plan administration fee. 
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EXHIBIT NLG-1 (Page 55 of 

- 
AUDIT DISCLOSURE NO. 6 

SUBJECT: COKlRACTUAL SERVICES - ENGINEERING 
STATEMENT OF FACT: 
Company Consulting Engineers, Inc. 

The Utility has a Retainer Agreement with The Coloney 

The Retainer Agreement i s  entered into as of this 1st day o f  January, 1992. 

"Engineer shall provide engineering consulting advisory services to Uti1 i ty on 
an "as needed" on going basis." 

"In consideration of the services to be rendered by Engineer pursuant to this 
agreement, Utility shall pay engineer a fee of five hundred dollars..Q500) per 
month," . _  .-  . 

She Retainer Agreement contains an effective date, however, no signature date, 

MFR Schedule 8-3 page 4 o f  8, removed a l l  per books account expenses as adjusted 
t o  recognize the $6,000 per year retainer agreement with Coloney Engineering. 

The Schedule on the following page presents cbsts charged to the Utility 
Contractual Service - Engineering. 

OPINION: 
u t i 1  i t y .  

Description and remarks are the opinion o f  the auditor and not the 
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EXHIBIT NLG-1 (Page 57 of 

AUDIT DISCLOSURE NO. 7 

SUBJECT: CONTRACTUAL SERVICES - LEGAL 
STATEMENT OF FACT: The Utility has 'a Retainer Agreement with Gene 0. Brown, P . A .  

The Retainer Agreement is entered into as of the 1st day o f  January, 1992. 

"In consideration of the services to be provided by the attorney pursuant to this 
agreement, Utility shall pay Attorney a fee of $1,000 per month. The retainer 
of $1,000 per month shall cover a17 incidental expenses incurred by attorney, 
such as travel, telephone charges, copying costs, and other similar expenses". . .  
Response to Audit Request No. 6 dated October 18, 1993 for the test year, 
"Attorney Gene D. Brown did not maintain time recokds for work perfo-rwd for the 
Utility and no invoices were submitted". 

The Addendum To Retainer Agreement is entered into as of the 1st day o f  January, 
1993. 

The Addendum states "Utility shall pay the attorney a fee of  $150 per hour, with 
a maximum of $24,000 per year, including incidental expenses such as telephone 
charges, copying costs and other similar expenses. The Uti1 ity will pay the 
Attorney at the rate o f  $2,000 per month". . 

The Addendum a l so  states "The attorney shall maintain detailed time records 
showing the specific work performed by the Attorney, the date such work was 
performed, and the time expended by the Attorney on each separate item o f  work. 
These detailed time records shall be maintained on a daily basis, and shall be 
available for review by the Utility at any time". 

Response to Document Request No. 20 item No. 17, ".Time records were not kept 
through calendar year 1993". 

B o t h  the Retainer Agreement and the Addendum To Retainer Agreemekt contains an 
effective date, however, no signature date. 

The Schedule on the following page presents costs charged 
Contractual Service - Legal Account. 

OPINION: 
utifity. 

Description and remarks are the opinions o f  the aud 

to the utility 

tor and not the 

The Attorney was i n  violation of the Addendum To Retainer Agreement by not 
maintaining the required detailed time records in 1993. 
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AUDIT DISCLOSURE NO. 7 CONTINUED 

Auditor believes that the retainer agreement reflecting the 1992 legal expenses 
was retroactively created. 

Auditor a l s o  believes the Addendum To Retainer Agreement reflecting the 1993 
legal expenses was retroactively created. This document was n o t  provided to the 
auditor during October and November 1993. 

This document was not readily available. 

Agreements should have a signature date. This generally prevents retroactively 
creating documents. 
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EXHIBIT NLG-1 (Page 59 of 
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AUDIT DISCLOSURE NO, 8 

SUBJECT: CONTRACTUAL SERVICES - MANAGEMENT FEES 
STATEMENT OF FACT: The Utility has an Agreement with Armada Bay Company ( A B C ) .  

The agreement was made and entered into as o f  the 1st day o f  January, 1992. 

As full and adequate compensation for this management and operating agreement, 
the Utility Will pay ABC an annual management fee o f  $48,000. 

Response to Document Request No. 16 item No. 5, denotes an estimated 1560 hours 
in 1992, of Gene Brown's time to provide management services through Armada Bay 
Company. 

The Management And Operating Agreement contains an effective' date, however, no 
s i  gnat ure date- 

..- ' ._ + & .  

The Schedule on the following page presents costs charged to the utility 
Contractual Service - Management Fees Account. 

OPIN'ION: 
uti1 ity. 

Description and remarks are the op-inions o f  the auditor and not the 

The auditor believes that the Managem6nt And Operating Agreement reflecting the 
1992 management exqenses was retroactively created. This document was not 
readi ly ava i  7 ab7 e. 

Agreements should have a signature date. This generally prevents retroactively 
creating documents. 

. 
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EXHIBIT NLG-1 (Page 61 of 
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EXHIBIT NLG-1 (Page 62 of 74) 

AUDIT DISCLOSURE NO. 9 

SUBJECT: PROFORMA ADJUSTMENT CONTRACTUAL SERVICE - OTHER 
STATEMENT OF FACT: MFR Schedule B-3 Page 5 o f  8, the utility requested a test 
year adjustment for a storage tank maintenance 'program, distribution piping 
cleanout program, increase in testing requirements and uniform rental contract. 

The utility provided one quote from Savannah Laboratories for $26,765 which 
includes pick up of water samples and testing. Also, the proposal amount was 
adjusted for (32,813) to remove test year lab fees and sample transport costs. 
Additional quotes were not provided. Also, a signed contract was not provided. 

The utility provided a signed service agreement for uniform rental and states 
that the uniforms have been ordered. The utility's estimate basg- on two 
employees i s  $1,065. The MFR request an adjustment of $1,280. 

The utility provided one quote from Professional Piping Services, Inc. to clean 
the distribution piping. Additional quotes were not provided. A signed contract 
was not provided. The amount including utility adjustment for line across the 
bridge was 437,492.80. 

The utility requested an adjustment for the annual cost of a six year maintenance 
contract of $22,409 for tank maintenance. 

The utility provided two quotes for the storage tank maintenance. Eagle Tank 
Technology Corp. proposal was for the maintenance of the elevated water tank and 
the ground storage tank. The total per year amount was $20,493 for a s i x  year 
contract. 

The other maintenance proposal was from Jack Ethridge Tank Company, for the 
elevated tank only. The proposed amount was $45,000 in total. 

-. A signed contract for the tank maintenance was not provided. 
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EXHIBIT NLG-1 (Page 63 cd 

4 AUDIT DISCLOSURE NO. 9 CONTINUED 

OPINION: As of March 25, 1994, the storage tank maintenance program, the 
distribution piping cleanout program and the increase in testing requirements had 
not been implemented. 

In addition the estimated/proposed amounts provided the auditor were $2,131 less 
then the requested proforma expense. 

MFR Proposal Difference 

Storage Tank 3 22,409 $ 20,493 ' $ 1,916 _- 
Distribution Piping 37,493 37,493 . - b  
Testing Services 26,765 26,765 

less 2.813 less 2,813 
23,909 23,909 0 

1.280 1,065 215 Uniform Rental 

Total 5 85,091 S 82,960 d 2,131 
I========= =P==xtasL1a I = l t l x l l = x  
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AUDIT DISCLOSURE NO. 10 

SUBJECT: TALLAHASSEE OfFlCE RENT 

u " i i  IYLU-I (rage w OT 14, 

CONFIDENTIAL 

This disclosure i s  considered confidential. 
information, see confidential document separately. f i l e d  
with the Commission Clerk. 

For further ;. 
-'- 

REDACTED COPY 
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EXHIBIT NLG-1 (Page 65 of 

AUDIT DISCLOSURE NO. 11 

SUBJECT: TRANSPORTATION EXPENSE 
CONF IOENTIAL 

This disclosure i s  considered confidential. For further 

w i t h  the Commissioq Clerk. 

informat ion,  see confident i a1 ' A  w . -  . document separately f i 1 ed 

REDACTED COPY 
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EXHIBIT NLG-1 (Page 66 of 74) 

AUDIT DISCLOSURE NO. 12 

SUBJECT: BAD DEBT EXPENSE . 

STATEMENT OF FACT: MFR Schedule 6-3, Page 7 of 8, the Uti1 ity i s  requesting 
a proforma adjustment of $6,276 for Bad Debt Expense. In the M F R ,  the utility 
states that there is no allowance for bad debt expense on the books for the test 
year. 

The Annual Report for the last three years reports bad debt expense as: 

1992 30 
1991 so 
1990 $50 

_- 
The (Final Billed) Customers outstanding balance as of 12/31/1991 was? $585.78, 
as o f  12/31/1992 was 56,276.13 and as of 12/31/1993 was $6,276.13. 

The Utility's Customer Deposit Balance is $13,860 at 12/31/92. 

OPINION: 
Bi 1 1  ed Customers. 

The Utility based the Bad Debt adjustment on non-payments by Final 

The Utility has not attempted collecting the outstanding balance. No liens were 
provided. In addition, the utility does not use a collection agency f o r  the 
outstanding accounts. 

The bad debt allowance should be reduced t o  a reasonable level. 
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AUDIT DISCLOSURE NO. 13 

SUBJECT: PROFORMA MISCELLANEOUS EXPENSE 

- EXHIBIT NLG-1 (Page 67 of 7 1  

STATEMENT OF FACT: 
adjusted test year amount of $24,422. 

MFR Schedule 8-3 Page 8 of 8 reflects a request for an 

Audit Exception No. 26 reflects an adjustment to the books. 

The Uti 1 i ty is requesting an increase t o  mi scel1 aneous expense for cell u l  ar phone 
service for Gene Brown and Hank Garrett. The utility states, "Both Hank Garrett 
and Gene Brown have cellular phones which are necessary to properly manage the 
utility. It is estimated that the phone bills for each cellular phone will be 
approximately 5200 per month. One half of Gene Brown's bill ($100) will be 
allocated to the utility." In total the utility estimated $3,600 per,,year for 
cellular phone. The adjustment reflects the removal of the test yearrecorded 
cellular phone expense of $1,376. The cellular phone that Gene Brown uses i s  in 
the name of.Sandra Chase. 

The uti1 ity is also requesting an increase to miscellaneous expense to lease a 
copier and fax machine for the island office. Per utility memo, "In order to 
properly do their job with the constant flow of detailed information and written 
documentation between the two offices, the personnel on the Island must have a 
fax and copy machine." A quote provided by the utility, reflects a 60 month 
'lease at 5145.95 per year. 

The utility is also requesting an increase to miscellaneous expense for corporate 
filing fee. The utility states, "In prior years, the filing fees to the 
Secretary of  State for leisure Properties, Ltd. which is necessary to keep the 
utility company qualified to do business have not been charged to the utility." 
The filing fee for Leisure Properties, Ltd.is 5576.25. 

OPINION: l h e  analyst made want t o  consider whether these expensk are prudent 
and necessary. 
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AUDIT DISCLOSURE NO. 14 

* SUBJECT: UTILITY OFFICE 1OCATXON 
STATEMENT OF FACT: The Utility maintains its main office at 3848 Killearn 
Court, Tallahassee, Florida. 

The Utility maintains an office for its operators on St. George Island. 

Response t o  Audit Request No. 20 states, the utility‘s business office is located 
in Tallahassee because it is the most logical and efficient location to conduct 
its business. The utility’s office on St. 6eorge Island i r  not in physical 
condition to accommodate a billing office for a business that is dependent on its 
computer . 

OPINION: Generally, the utility‘s main office is located near its system, when 
the utility has only one system. 

Although the utility has an operators office on St. George Island, this does not 
negate that its business office be more strategically located such as in East 
Point. 

The Analyst may want to carefully consider expenses for the long distance 
telephone calls between St. George Island operators’ office and the Tallahassee 
office, transportation allowance for Gene 0. Brown and Sandra Chase, and 
overnight postage of payroll or emergency payments. 
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AUDIT DISCLOSURE NO. 15 

EXHIBIT NLG-1 (Page 69 ol 

SUBJECT: COST OF CAPITAL 

STATEMENT Of FACT: Issued 4/24/89, Order No. 21122, Application of ST. GEORGE 
ISLAND UTILITY COMPANY, LTD., for an increase in water rates in Franklin County, 
held the cost o f  Customer Deposits constant f o r  C o s t  o f  Capital determination. 

Commission Order 94-0394 issued in docket 930385 proposes reducing the rate paid 
for customer deposits. 

OPINION: 
Customer Deposits to represent the most recent Commission Rate. 

The WAW D i v i s i o n  may want to consider adjusting the cost rate for 
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AUDIT DISCLOSURE NO. 16 

I\ SUBJECT: KEN GORDON DEVELOPER AGREEMENT 
STATEMENT OF FACT: 
1993, and revised August 19, 1993. 

Developer Agreement with Ken Gordon is dated February 2 5 ,  

The total commitment from Ken Gordon to the utility is $77,817.25 to be paid as 
f 07 7 ows : 

( A )  $10,000 paid at the ti& o f  the agreement 

(B) $50,132.25 i n  a letter o f  credit 

(C) $17,685 which will be paid at the time o f  
development via main extensions 

. 
_- m - q-  , 

The $10,000 was deposited on July 27, 1993. On September 2 ,  1993 an additional 
$132.25 was deposited. 

OPINION: The utility reported at the exit conference that the Ken Gordon 
Developer agreement has been cancelled and the payment o f  $10,000 has been 
returned to the developer. The utility further states the $10,000 repayment was 
the repayment of a loan- The auditor has not verfied this claim. 

This disclosure has been provided for information only. 
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EXHIBIT NLG-1 (Page 71 cf ' 

AUDIT DISCLOSURE NO. 17 

SUBJECT : CON F I DENT I AL DOCUMENTS 

STATEMENT OF FACT: 
confidential. These documents are on file w i t h  the Commission Clerk. 

The following documents were requested t o  be treated 

Federa7 Tax Foms for the period 1987 to 1992 (37 Pages) 

Auditor notes from review of the affiliate records (3 pages) 

Audit Disclosure Number 10 entitled Tallahassee Office Rent (2 page) 

Audit Disclosure Number 31 entitled Transportation Expense (2 page) .. .- 
- ...'- 
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EXHIBIT NO. 

KET NO : 940109-WU 

WITNESS: NANCY L. GAFFNEY 

PARTY: FPSC 

DESCRIPTION: AUDIT EXECEPTION 10: 
INVOICES 

COLONEY COMPANY 

PROFFERING P ARTY: STAFF 

I . D .  # 



The Coloney Company Consuiting Engineers, Inc. 

w a z - a  193 

* 

%HIBIT NLG-2 (Page 1 of 15) 
P.O. BOX Ma I 1014 N. ADAMS STRE 

TALLAHASSEE, FLORIDA 32302 

Mr, Gone D .  Brown 
G.  Brown h Company 
P o s t  O f f i c e  Box 1109  
T a l l a h a s s e e ,  F l o r i d a  32302  

27 J u l y ,  1 9 8 9  

C C C E  P r o j e c t  8 8 2 2  

Reference: S t .  G e o r g e  I s l a n d  

P r o f e s s i o n a l  S e r v i c e s  Rendered 
and  C o s t s  Advanced f o r  t h e  
p e r i o d  e n d i n g  15 J u l y ,  1989 

I N V O I C E  

PREVIOUS B A L A N C E  DUE: $ 4 9 , 4 4 2 . 3 4  

I n t e r e s t  a t  14, - A p r i l  4 9 4 . 4 3  

SUBTOTAL: $ 4 9 , 9 3 6 . 7 7  

- I n t e r e s t  a t  1 %  - May 

SUBTOTAL: 
,.e;-\ 

I n t e r e s t  a t  1 %  - J u n e  .i'J.> \ 

'4 '< ?I 
SUBTOTAL: 

PAYMENT - R E C E I V E D  7 / 6 / 8 9  

SUBTOTAL: 

P r o f e s s i o n a l  ' S e r v i c e s  R e n d e r e d  
through 15 J u l y ,  1983:  

P l e a s e  s e e  A t t a c h m e n t  1 f o r  I t e m i z a t i o n  

For  Costs  Advanced t h r o u g h  15 J u l y ,  1989:  

P l e a s e  s e e  A t t a c h m e n t  1 f o r  I t e m i z a t i o n  

$ 1 , 4 5 0 . 0 0  \L- 8S.7 

$ 237 8 7  

TOTAL AMOUNT DUE: $ 4 7 , 6 2 8 . 3 8  



I 

I 
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FOR COSTS ADVANCED -- 

D A T E  I T E M  AMOUNT 

04/- - /89 A d m i n i s t r a t i v e  Services.................... $ 1 7 3 . 2 5  

07 / - - /89  A d m i n i s t r a t i v e  ~ervices.................... 12.50 
05/09/89  Modern Copy - 3 c o p i e s  of a p p r a i s a l .  ....... 5 2 . 1 2  

TOTAL C O S T S  A D V A N C E D :  $ 2 3 7 . 8 7  



i 
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A t t a c h m e n t  1 

EXHIBIT NLG-2 (Page 3 of 15) 

DATE DESCRIPTION 
E N G I N E E R /  
T E C H N I C I A N  HOURS 

0 3 / 2 7 / 8 9  T e l e p h o n e  c o n f e r e n c e  w i t h  Mr. 
Gene Brown c o n c e r n i n g  P u b l i c  
S e r v i c e  Commission s t a f f  re-  
c o m e n d a t i o n s .  S t u d i e d  c o p y  
o f  s t a f f  r e p o r t  i n  o r d e r  t o  
i d e n t i f y  a r e a s / s u b j e c t s  w h i c h  
c o u l d  b e  a d d r e s s e d  i n  o r d e r  
t o  i m p r o v e  t h e  u t i l i t y  p o s i -  

. t i o n .  WHC 

0 5 / 0 1 / 8 9  T e l e p h o n e  c o n f e r e n c e  w i t h  
Plr. Gene Brown c o n c e r n i n g  
p l a n s  on Well 52.  T e l e p h o n e  
conference w i t h  Lanore Homer 
Wadswor th  - r e l o c a t i o n  of re- 
q u e s t e d  p l a n s .  T e l e p h o n e  
c o n f e r e n c e  w i t h  Mr. Gene Brown ..n 
c o n c e r n i n g  p l a n s  f o r  Well 52  

i,' c. / - /  
'b L,' 

a n d  c o n c e r n i n g  p o t e n t i a l  a c -  
q u i s i t i o n  of w a t e r  s y s t e m  by Ld 

t h e  M c N e i l l / A d k i s o n  Group.  
A s s e m b l e d  p l a n s  and  d a t a  on  
Well C2 a n d  d e l i v e r e d  d a t a  and  
i n f o r m a t i o n  t o  Mr. Gene Brown ' s  
o f f i c e .  WHC 

:% I 

0 5 / 0 2 / 8 9  Wet K i t h  Mr. C l i f f  McKeonn o f  t h e  
D e p a r t m e n t  of  E n v i r o n m e n t a l  Regu- 
l a t i o n  i n  h i s  o f f i c e  t o  d i s c u s s  
t h e  p o s s i b i l i t y  of  m o d i f y i n g  D E R  
r e q u i r e m e n t s  a s  s e t  f o r t h  i n  t h e  
p r e q e n t  d r a f t  C o n s e n t  O r d e r .  Mr. 
McKeown i n d i c a t e d  t h a t  t h e  p o s s i -  
b i l i t y  of r e d u c t i o n  is good. WHC 

0 5 / 0 3 / 8 9  T e l e p h o n e  c o n f e r e n c e  w i t h  Mr. 
Gene Brown t o  r e l a y  d e t a i l s  o f  
t h e  m e e t i n g  w i t h  Mr. C l i f f  McXeown 
of  2 May. WHC 

2 . 6  

1 . 6  

0.7 



I N V O I C E  
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'. 26  J u l y ,  1989 EXHIBIT NLG-2 (Page 4 of 15) 

05/  15/89 

05 /16 /89  

051 17/89 

05/ 22/ 89  

T e l e p h o n e  c o n f e r e n c e  w i t h  Hr. 
F r a n k  A d k i s s o n  c o n c e r n i n g  3 t .  
G e o r g e  I s l a n d  w a t e r / s e w e r .  S e t  
l u n c h e o n  m e e t i n g  a t  G o v e r n o r ' s  
C l u b  tomorrow. Rev iewed /ana -  
l y z e d / d i s c u s s e d  s y s t e m  c o s t s .  WHC 

Met w i t h  Mr. Gene Brown, Mr. 
F r a n k  A d k i s s o n ,  Mr. J a c k  Ahern  
a n d  Mr. F r a n k  Ing ram a t  t h e  
G o v e r n o r ' s  C l u b  t o  d iscuss  d e -  
ve lopment ,  of a s a n i t a r y  sewer 
s y s t e m  on St. George I s l a n d ,  
m e t h o d s  o f  f i n a n c i n g  a n d  p o s -  
s i b l e  s a l e / a c q u i s i t i o n  of t h e  
St. G e o r g e  I s l a n d  W a t e r  S y s t e m .  WHC 

Met w i t h  Mr. Gene Brown, Mr. 
Bob Crouch of  t h e  P u b l i c  Ser- 
v i c e  Commission s t a f f  a n d  w i t h  
Mr. C l i f f  McKeown of t h e  De- 
p a r t m e n t  o f  E n v i r o n m e n t a l  Re- 
g u l a t i o n  i n  Mr. McKeown's o f -  
f i c e  a t  D E R  t o  d i s c u s s  w h a t  
m u s t  b e  d o n e  i n  o r d e r  t o  s a -  
t i s f y  D E R  r e q u i r e m e n t s  a n d  i n  
o r d e r  t o  s t r u c t u r e  a c o n s e n t  
o r d e r  wh ich  i s  a c c e p t a b l e  t o  
a l l  p a r t i e s .  T e l e p h o n e  c o n -  
f e r e n c e  w i t h  Mr. Gene Brown 
t o  d i scuss  t h e  u s e  o f  a hypo-  
c h l o r i n a t o r  a s  t h e  b o o s t e r  
c h l o r i n a t o r  a t  t h e  western e n d  
of t h e  S t .  G e o r g e  I s l a n d  W a t e r  
S y s t e m .  A r r a n g e d  t o  p i c k  up  
t h e  Mot ion  f o r  R e c o n s i d e r a t i o n  
o f  t h e  P u b l i c  S e r v i c e  Commiss ion  
o r d e r  a s  f i l e d  by  t h e  O f f i c e  o f  
t h e  P u b l i c  C o u n c j l  a n d  reviewed 
same. WHC 

T e l e p h o n e  c o n f e r e n c e  w i t h  Mr. 
Gene Brown c o n c e r n i n g  p r e p a -  
r a t i o n  of a r e s p o n s e  t o  t h e  
m o t i o n  f o r  r e h e a r i n g  a s  f i l e d  
by t h e  O f f i c e  P u b l i c  C o u n c i l  
i n  c o n n e c t i o n  w i t h  t h e  R a t e  
C a s e  b e f o r e  t h e  P u b l i c  S e r v i c e  
Commission. WHC 

0.9 

2.3 



f 
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0 5 / 2 3 / 8 9  Received t e l e p h o n e  c a l l  Prom 
Mr. R i c h a r d  Tu ton  t o  d i s c u s s  
i n s t a l l a t i o n  o f  a B o o s t e r  
C h l o r i n a t o r .  T o l d  him t o  go 
a h e a d  w i t h  t h e  i n s t a l l a t i o n  
o f  t h e  H y p o - C h l o r i n a t o r  re-  
c o g n i z i n g  t h a t  Mr. C l i f f  
McKeown p r e f e r s  use of  a gas 
c h l o r i n a t o r .  WHC 

06/06/89 Reviewed i m p l e m e n t a t i o n  p l a n  f o r  
w a t e r  a n d  sewer impr*ovements a s  
received f r o m  McNeill Company. WH C 

TOTAL H O U R S :  

F E E :  

TOTAL FEE: 

0.6 

0.5 

14 .5  

Wayne 8. C o l o n e y ,  P . E . ,  P.L.S. 
14.5  h o u r s  a t  $100/hour  = $ 1,450.00 

= $ 1,450.00 



The Coloney Company Consulting Engineers, Inc. 
r.0. BOX ca I 1 0 1 4  N. ADAMS STREET 

Mr. Gene D. Brown 
G .  Brown h Company 
P o s t  O f f i c e  Box 1109 
T a l l a h a s s e e ,  F l o r i d a  32302  

WHIBIT NLG-2 (Page 6 of 15) TALLAHASSEE, FLORIDA 3 2 5 U  
904- 23.2-8 193 

Reference: St. George  Island - W a t e r  S y s t e m  

P r o f e s s i o n a l  S e r v i c e s  R e n d e r e d  
a n d ’  C o s t s  Advanced 

I N V O I C E  

04 O c t o b e r ,  1 9 8 9  

CCCE P r o j e c t  8 8 2 2  

PREVIOUS BALANCE D U E :  

- I n t e r e s t  a t  1% - J u l y  

SUBTOTAL: 

I n t e r e s t  a t  1; - A u g u s t  

SUBTOTAL: 

I n t e r e s t  a t  1 %  - September 

$ 4 7 , 6 2 8 . 3 8  

476  2 9  

SUBTOTAL: 

P r o f e s s i o n a l - S e r v i c e s  Rendered  
t h r o u g h  05 S e p t e m b e r ,  1989:  

P l e a s e  see  A t t a c h m e n t  1 f o r  L L e m i z a t i o n :  $ 3 , 9 8 0 . 0 0  

For  Costs A d v a n c e d :  

P l e a s e  s e e  A t t a c h m e n t  1 f o r  I t e m i z a t i o n :  4 5 . 0 0  

LL 

TCITAL A M O U N T  DUE: 

\ h- 8 

5 3 , 0 9 6 . 5 8  
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1 

FOR PROFESSIONAL SERVICES R E N D E R E D  

DATE DESCRIPTION 
E N G I N E E R /  
T E C H N I C I A N  HOURS 

0 7 / 1 9 / 8 9  T e l e p h o n e  c o n f e r e n c e  w i t h  Gene 
Brown c o n c e r n i n g  p o s s i b l e  a c -  
q u i s i t i o n  o f  u s e d  150 ,000  g a l -  
l o n  e l e v a t e d  t a n k .  Met w i t h  
Larry Cobb t o  d e f i n e  s u r v e y s  

. i f  n e e d e d  f o r  d e s i g n  of  s a i d  
t a n k .  - 

07 /31 /89  Met w i t h  Mr. Bud C a r l s o n  a t  
h i s  o f f i c e  t o  d i s c u s s  e x t e n t  
a n d  v a l u e  of w a t e r  system 
c o m p o n e n t s  t o  b e  c o v e r e d  by 
i n s u r a n c e .  Met w i t h  Mr. Gene 
Brown i n  his o f f i c e  t o  d i s c u s s  

, a l l  a s p e c t s  of i m p r o v e m e n t s  
p l a n n e d  f o r  w a t e r  system. Te-  
l e p h o n e  c a l l  t o  M r .  C l i f f  Mc- 
Keown o f  D e p a r t m e n t  o f  E n v i r o n -  
m e n t a l  R e g u l a t i o n  who c o n f i r m e d  
t h a t  p r o p o s e d  1 5 0 , 0 0 0  g a l l o n  
H o r t o n s p h e r e  i s  a c c e p t a b l e  f o r  
i n s t a l l a t i o n .  

0 8 / 0 2 / 8 9  P r e l i m i n a r y  d e s i g n  r e q u i r e m e n t s /  
d a t a  f o r  t h e  p r o p o s e d  t h i r d  wel l .  

WHC 

WHC 

WHC 

08 /03 /89  P r e l i m i n a r y  d e s i g n  o f  p r o p o s e d  
Well No. 3 i n t e g r a t e d  w i t h  c o n -  
s i d e r a t i o n s  f o r  d e s i g n  o f  new 
I50',000 g a l l o n  e l e v a t e d  w a t e r  

t a n k .  T e l e p h o n e  conference  w i t h  
S a n d y  Chase .  Reviewe0 c.omments/ 
n o t a t i o n s  on  c a s h  flow p r o j e c t i o n s .  WHC 

08/04/89  P r e l i m i n a r y  d e s i g n  f o r  p r o p o s ' e d  
Well No. 3. WHC 

0 8 / 0 7 / 8 9  S t .  G e o r g e  I s l a n d  - W a t e r  
8 8 2 2  
P r e l i m i n a r y  d e s i g n  o f  p r o p o s e d  
t h i r d  w e l l  c o m p l e x  a n d  r e v i s i o n  
of  pumping  s y s t e m .  WHC 

1 .0  

2.8 

3 . 2  

2.3 

1 - 5  

3 . 5  

P' 
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0 8 / 0 8 / 8 9  P r e l i m i n a r y  d e s i g n  o f  p r o p o s e d  
t h i r d  well  and  s u p p o r t  s u p p l y  
s y s t e m .  R e s e a r c h e d  w a t e r  s y s t e m  
p l a n s  by W i l l i a m  M. B i s h o p .  WHC 2 . 9  

we- 2 2  
# qo0.> ‘/ \ b  -L 

0 8 / 0 9 / 8 9  D r o v e  t o  B a l d w i n  e x i t  n e a r  J a c k -  r( 

s o n v i l l e  w i t h  Gene Brown t o  meet 
w i t h  Mr. J a c k  E t h r i d g e  a t  h i s  con- 
s t r u c t i o n  y a r d  i n  o r d e r  t o  i n s p e c t  
150 ,000  g a l l o n  used H o r t o n s p h e r e  
w a t e r  t a n k .  R e t u r n e d  t o  T a l l a -  
h a s s e e .  WHC 7 . 9  

08/ 1 0 / 8 9  C o n t i n u e d  p r e l i m i n a r y  d e s i g n  o f  
a u x i l i a r y  g r o u n d  s t o r a g e ,  h i g h  
s e r v i c e  pump, e t c .  f o r  p r o p o s e d  
Well No. 3 .  WHC 

0 8 / 2 1 / 8 9  T e l e p h o n e  c o n f e r e n c e  w i t h  Mr. 
C l i f f  McKeown c o n c e r n i n g  o p -  
e r a t i o n a l  a s p e c t s  o f  p r o p o s e d  
t r a n s i t i o n a l  i m p r o v e m e n t s  t o  
w a t e r  system. T e l e p h o n e  c o n -  
f e r e n c e  w i t h  Gene Brown c o n -  
c e r n i n g  s a m e .  Reviewed p l a n -  
n i n g  i n  p r e p a r a t i o n  f o r  meet- 
i n g  w i t h  P u b l i c  S e r v i c e  C o m m i -  
s i o n  on Wednesday .  WHC 

0 8 / 2 3 / 8 9  M e e t i n g  w i t h  Mr. Bob C r o u c h  o f  
P u b l i c  S e r v i c e  Commiss ion ,  Mr. 
C l i f f  McKeown o f  Dep t .  o f  En- 
v i r o n m e n t a l  R e g u l a t i o n  and  w i t h  
Mr. Gene Brown i n  Mr. C r o u c h ’ s  
o f f i c e  a t  t h e  P u b l i c  S e r v i c e  
Commiss ion .  WHC 

08/28/89  T e l e p h o n e  c a l l  f r o m  Gene Brown 
c o n c e r n i n g  h e a r i n g  a t  P i j t J l ic  
S e r v i c e  Commiss ion  on T u e s d a y .  

. R e s e a r c h e d  l o g  t o  l o c a t e  i n f o r -  
m a t i o n  on m e e t i n g  w i t h  McKeown . 
a n d  C r o u c h  a t  D E R .  W H C  

0 8 / 2 9 / 8 9  Drove  t o  P u b l i c  S e r v i c e  S e r v i c e  
Commiss ion  f o r  h e a r i n g .  Met 
with Gene Brown and  L a r r y  Cobb. WHC 

2 . 3  

2 . 2  

2 . 0  

1 . 1  

1.9  
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0 8 / 3 0 / 8 9  T e l e p h o n e  c o n f e r e n c e  w i t ' h  Geije 
Brown c o n c e r n i n g  h i s  p r o p o s a l  
t o  s e l l  o p t i o n  t o  p u r c h a s e  
w a t e r  system. Met w i t h  Lester 
T a b b  t o  d i s c u s s  same.  WHC 

0 8 / 3 1 / 8 9  Worked on C o n s u m p t i v e  Use Permit 
a p p l i c a t i o n .  WHC 

0 9 / 0 5 / 8 9  Met w i t h  L a r r y  Cobb c o n c e r n i n g  
s u r v e y s  a n d  p l a n s  n e c e s s a r y  f o r  
i m p r o v e m e n t s  and  e x t e n s i o n s  t o  

~ t h e  w a t e r  system. WHC 

TOTAL HOURS: 

3 . 3  

0.5 

1 . 4  

FEE : 

Wayne H .  C o l o n e y ,  P . E . ,  P.L.S. 
39 .8  h o u r s  @ $100/hour  - $ 3 , 9 8 0 . 0 0  

39.8  

TOTAL FEE: - - $ 3 , 9 8 0 . 0 0  

FOR COSTS A D V A N C E D  
~~ ~ ~~ 

0 8 / - - / 8 9  A d m i n i s t r a t i v e  S e r v i c e s . . . . . . . . . . . . . . . . . . . . .  $ 45.00  
. .  

TOTAL COSTS A D V A N C E D :  $ 45.00 



Mr. Gene D.Brown 
G .  Brown 4 Company 
3 8 3 6  K i l l e a r n  Cour t  
T a l l a h a s s e e ,  F l o r i d a  32308 

Reference:  S t .  George I s l a n d  Wate r  
E l e v a t e d  Water  S t o r a g e  Tank 

P r o f e s s i o n a l  S e r v i c e s  Rendered 
a n d  C o s t s  Advanced f o r  t h e  - >\ p e r l o d  of  02 May,  1989 

/ t h r o u g h  0 4  J a n u a r y ,  1990 

I !I vo I c E 

27 March ,  1990  , 

C C C E  P r o j e c t  8822 
. . .. 

PREVIOUS B A L A N C E  DUE: s 0 . 0 0  

FOR PROFZSCIONAL SERVICES R E N D E R E D  

P l e a s e  s e e  At tachment  f o r  I t e m i z a t l o n :  $ 3,800.00 

FOR cosrs A D V A N C E D :  

P l e a s e  s e e  Attachment  f o r  Itemization: 

TOTAL A M O U N T  D U E :  

s 2 3 9 . 5 5  

S 4 , 0 3 9 . 5 5  

i 



ST.  G E O R G E  I S L A N D  WATER E L E V A T E D  WATER STORAGE TANK 

D A T E  DESCRIPTION 

EXHIBIT NLG-2 (Page 11 of 15) 
FEES A N D  COSTS ' 

E N G I N E E R /  
T E C H N I C I A N  HOURS 

2 L:>& 

D e p a r t m e n t  o f  E n v i r o n m e n t a l  Regu- . .. l a t i o n  i n  h i s  o f f i c e  t o  d i s c u s s '  \k- as? 
- 0 5 / 0 2 / 8 9  Met w i t h  Mr. C l i f f  McKeown of  t he  

t h e  p o s s i b i l i t y  o f  m o d i f y i n g  D E R  
r e q u i r e m e n t s  a s  s e t  f o r t h  i n  t h e  
p r e s e n t  d r a f t  C o n s e n t  O r d e r  w i t h  
p a r t i c u l a r  a t t e n t i o n  t o  t h e  
i m p r o v e m e n t s  g e n e r a t e d  by a n e w  
e l e v a t e d  s t o r a g e  t a n k .  Mr. 
HcKeown i n d i c a t e d  t h a t  t h e  p o s g i -  
b i l i t y  o f  r e d u c t i o n  i s  good.  WHC 1 . 6  

0 5 / 1 7 / 8 9  Met w i t h  Mr. Gene Brown, M r .  
Bob 'Crouch o f  t h e  P u b l i c  Ser- 
v i c e  Commission s t a f f  and with 
Mr. C l i f f  McKeown o f  the De- 
p a r t m e n t  o f  E n v i r o n m e n t a l  Re- 
g u l a t i o n  i n  Mr. McKeown's o f -  
f i c e  a t  D E R  t o  d i s c u s s  w h a t  
mus t  b e  d o n e  i n  o r d e r  t o  s a -  
t i s f y  D E R  r e q u i r e m e n t s  a n d  i n  
o r d e r  t o  s t r u c t u r e  a c o n s e n t  
o r d e r  w h i c h  is a c c e p t a b l e  t o  
a l l  p a r t i e s .  C o n s t r u c t i o n  o f  
a n  e l e v a t e d  w a t e r  s t o r a g e  t a n k  
i s  o f  c o n s i d e r a b l e  i m p o r t a n c e .  
T e l e p h o n e  c o n f e r e n c e  w i t h  
Mr. Gene Srown t o  d i s c u s s  the 
use o f  a h y p o c h l o r i n a t o r  a s  
t h e  b o o s t e r  c h l o r i n a t o r ' a t  the 
w e s t e r n  e n d  o f  t h e  S t .  G e o r g e  
I s l a n d  W a t e r  S y s t e m .  A r r a n g e d  
t o  p i c k  u p  t h e  Mot ion  f o r  
R e c o n s i d e r a t i o n  o f  t h e  P u b l i c  
S e r v i c e  Commission o r d e r  a s  
f i l e d  by t h e  Off ice  o f  \ ! - I C  

P u b l i c  C o u n c i l  a n d  r e v i e w e d  
same.  WHC 2 . 5  

07 /19 /89  T e l e p h o n e  c o n f e r e n c e  w i t h  Gene 
Brown c o n c e r n i n g  possiblc a c -  
q u i s i t i o n  o f  a u s e d  1 5 0 , 0 0 0  g a l -  
l o n  e l e v a t e d  t a n k  a s  o p p o s e d  t o  
a n e w  o n e .  Yet w i t h  
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w 

L a r r y  Cobb t o  d e f i n e  s u r v e y s  
i f  n e e d e d  f o r  d e s i g n  o f  s a i d  
t a n k .  WHC 1 . 0  

c; .r .: 
,-. - I'd- - u ,  

%- ---' 

. . .. 

07/31/89  Met w i t h  H r .  Bud C a r l a o n  a t  
h i s  o f f i c e  t o  d i s c u s s  e x t e n t  
a n d  v a l u e  of  w a t e r  s y s t e m  
c o m p o n e n t s  t o  be  c o v e r e d  by 
i n s u r a n c e .  Met w i t h  Mr. Gene  
B r o w n  i n  his o f f i c e  t o  d i s c u s s  
a l l  a s p e c t s  of i m p r o v e m e n t s  
p l a n n e d  f o r  w a t e r  s y s t e m .  Te- 
l e p h o n e  c a l l  t o  Mr. C l i f f  Mc- 
Keown o f  D e p a r t m e n t  o f  E n v i r o n -  
m e n t a l  R e g u a l t i o n  who c o n f i r m e d  
t h a t  p r o p o s e d  150 ,000  g a l l o n  
H o r t o n s p h e r e  is a c c e p t a b l e  f o r  
i n s t a l l a t i o n .  WHC ' 2 . 8  

0 8 / 0 3 / 8 9  P r e l i m i n a r y  d e s i g n  of p r o p s e d  >%--- - Well No. 3 i n t e g r a t e d  with c o n -  
s i d e r a t i o n s  f o r  d e s i g n  o f  mew 
1 5 0 , 0 0 0  g a l l o n  e l e v a t e d  w a t e r  
t a n k .  T e l e p h o n e  c o n f e r e n c e  uith 

n o t a t i o n s  on c a s h  f l o w  projections. WHC 

/ s-5 ?$? 3 1 Is 

.- 
2 -  3 S a n d y  C h a s e .  Reviewed comments/ .. 

0 8 / 0 9 / 8 9  Drove  t o  Ba ldwin  e x i t  near  Jack -  
s o n v i l l e  w i t h  Gene Brown t o  meet 
w i t h  Mr. Jack E t h r i d g o  a t  h i s  con- 
s t r u c t i o n  y a r d  i n  o r d e r  t o  i n s p e c t  
1 5 0 , 0 0 0  g a l l o n  u s e d  H o r t o n s p h e r e  
wa te r  t a n k .  R e t u r n e d  t o  T a l l a -  
h a s s e e .  WHC 

0 8 / 2 1 / 8 9  T e l e p h o n e  c o n f e r e n c e  w i t h  Mr. 
C l i f f  McKeown c o n c e r n i n g  o p -  
e r a t i o n a l  a s p e c t s  o f  p r o p o s e d  
e l e v a t e d  s t o r a g e  t a n k  a n d  
t r a n s i t i o n a l  i m p r o v e m e n t s  t o  
water  s y s t e m .  T e l e p h o n e  con-  
f e r e n c e  w i t h  Gene BrCJvr i  con - 
c e r n i n g  s a m e .  Revioweci ' p l a n -  
n i n g  i n  p r e p a r a t i o n  f o r  meet- 
i n g  w i t h  P u b l i c  S e r v i c e '  C o m m i -  
s i o n  on Wednesday .  WHC 

7 . 9  1 
' I  

I 

I 

1 
1 
I 

! 
2 . 2  

0 5 / 2 3 / 8 9  M e e t i n g  w i t h  Mr. Bob C r o u c h  o f  
P u b l i c  S e r v i c e  Commiss ion ,  Mr. 
C l i f f  McKeown o f  D e p t .  o f  E n -  

," 
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P a g e  t h r e e  

v i r o n m e n t a l  R e g u l a t i o n  and  w i t h  
M r .  Gene Brown i n  Mr. C r o u c h ' s  
o f f i c e  a t  t h e  P u b l i c  S e r v i c e  
Commission t o  d i s c u s s  c o n s t -  
r u c t i o n  o f  e l e v a t e d  s t o r a g e  
t a n k  and  a s s o c i a t e d  w a t e r  
system improvemen t s .  

0 9 / 0 5 / 8 9  Met w i t h  L a r r y  Cobb c o n c e r n i n g  
s u r v e y s  and  p l a n s  n e c e s s a r y  f o r  
e l e v a t e d  s t o r a g e  t a n k  and  f o r  
i m p r o v e m e n t s  and  e x t e n s i o n s  t o  
t h e  w a t e r  system. 

1 2 / 1 9 / 8 9  Met w i t h  R i c h a r d  T u t o n  a n d  
r e c e i v e d  p a r t i a l l y  c o m p l e t e d  
a p p l i c a t i o n  f o r m  f o r  c o n s t r u c t i o n  
o f  a n  e l e v a t e d  s t o r a g e  tank. 
Reviewed a n d  a n a l y z e d  same.  
D i c t a t e d  memorandum t o  M . A .  
M i n a r d i  d e f i n i n g  r e q u i r e m e n t s  
f o r  c o m p l e t i o n .  

1 2 / 1 9 / 8 9  M e e t i n g  w i t h  T A B  a b o u t  
a p p l i c a t i o n  

1 2 / 2 0 / 5 9  Met w i t h  M . C .  A t c h l e y  t o  work 
on permit a p p l i c a t i o n  f o r  
e l e v a t e d  s t o r a g e  t a n k .  

1 2 / 2 0 / 8 9  P r o j e c t  a n d  d a t a  c o l l e c t i o n  
f o r  e l e v a t e d  s t o r a g e  t a n k .  

1 2 / 2 7 / 8 9  Worked on ' p r e p a r a t i o n  o f  
p e r m i t  a p p l i c a t i o n  f o r  
c o n s t r u c t i o n  o f  e l e v a t e d  
storage t a n k .  T e l e p h o n e  
c o n f e r e n c e  w i t h  Sandy  C h a s e  
c o n c e r n i n g  same. 

1 2 / 2 3 / 8 9  S i g n e d  a n d  s e a l e d  permit 
a p p  1 i c a  t i o n s  f o r  con  F, t I -  u C'L i on 
o f  e l e v a t e d  s t o r a g e  t a n k  a f t e r  
f i n a l  r e v i e w  and  check. .  

1 2 / 3 0 / 8 9  Permi t  A p p l i c a t i o n  f o r  p r o p o s e d  
1 5 0 , 0 0 0  g a l l o n  e l e v a t e d  w a t e r  
t a n k .  

EXHIBIT NLG-2 (Page 13 of 15) 

WFIC 

WHC 

. . .. 
2.0 

1 . 4  

. 

GCHC 2 . 4  

M C A '  . .  ' \  1 . 0  

WHC 1 . 2  

MCA 1 . o  

WHC 

T A B  

3 -, 9 

1 . 4  

4 . 0 
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EXHIBIT NLG-2 (Page 14 of 15) 
+ 

0 1 / 2 5 / 9 0  T e l e p h o n e  c a l l  from Dick Von 
S o o s t e n  c o n c e r n i n g  t h e  s p a c e  
n e e d e d  f o r  e l e v a t e d  s t o r a g e  
t a n k .  T h e r e  are p r o b l e m s  with 
l o t s  p r e v i o u s l y  l o c a t e d .  T e l e p h o n e  
c o n f e r e n c e  w i t h  M . A .  M i n a r d i .  
F o u n d a t i o n  d i a m e t e r  i s  29 f e e t  
2 i n c h e s .  Need 50 f o o t  l o t .  
T e l e p h o n e  c a l l  t o  Dick Von 
S o o s t e n  w i t h  i n f o r m a t i o n .  

TOTAL HOURS: 

UHC 

- .. 
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EXHIBIT NLG-2 (Page 15 of 15) 
FEE: 

W a y n e  H. C o l o n e y ,  P.E., P.L.S .  
34 .3  hours at $100.00/hour 

Merrit t  C .  Atchley, ET V 
2.0 h o u r s  at $65 .00 /hour  

Thomas A. B r y a n t ,  ET 
4.0 hours at $60 .00 /hour  

TOTAL FEES: 

$ 3 , 4 3 0 . 0 0  

130.00  

. . .. 

240.00 

$ 3,800.00 

I 
L 
1 



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Petition for interim and ) DOCKET NO. 940109-WU 
permanent rate increase in ) FILED: June 8, 1994 
Franklin County by ST. GEORGE 1 
ISLAND UTILITY COMPANY, LTD. ) 

CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the Prefiled 
Direct Testimony of Nancy L. Gaffney filed in this proceeding on 
behalf of the Staff of the Florida Public Service Commission on 
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following by U.S. Mail, this 8th day of June, 1994. 
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Tallahassee, FL 32301 

Barbara Sanders, Esquire Harold McLean, Esquire 
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Post Office Box 57 111 West Madison Street 
Apalachicola, FL 32320 Suite 812 

Sewer District c/o The Florida Legislature 

Tallahassee, FL 32399-1400 

Robert "J. Piuson, Staff Counsel 

FLORIDA PUBLIC SERVICE COMMISSION 
101 East Gaines Street 
Tallahassee, Florida 32399-0863 
(904) 487-2740 




