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DIRECT TESTIMONY OF JEFFERY A. SMALL 

Please s ta te  your name and business address. 

My name i s  Jeffery A .  S m a l l  and my business address i s  Hurston North 

Q. 
A .  

Tower. Sui te  N512, 400 W .  Robinson Street .  Orlando, F lo r ida .  

Q. 
A. 

Analyst I1 i n  the  D iv is ion  o f  Audit ing and Financial Analysis. 

Q. How long have you been employed by the  Commission? 

A .  I have been employed by the  F lo r ida  Public Service Commission f o r  two 

years. . .  

Q. B r i e f l y  review your educational and professional background. 

A .  I have a Bachelor o f  Science degree i n  Accounting from the  Univers i ty  

o f  South F lo r ida .  I was h i red  as a Regulatory Analyst I by the  F lor ida Public 

Service Commission January 1994. I am a lso a C e r t i f i e d  Public Accountant 

l icensed i n  the  State o f  F lor ida.  

Q. Please describe your current responsi b i  1 i ti es . 

A. Currently. I am a Regulatory Analyst I1 w i t h  the  respons ib i l i t i es  o f  

pa r t i c i pa t i ng  as a s t a f f  audi tor  i n  a la rge  team e f f o r t  and working 

unaccompanied as an audi t  manager o r  team leader d i rec t i ng  a small audit 

s t a f f .  I am also responsible f o r  modifying standard aud i t  work programs t o  

accomplish stated audi t  objectives. 

Q. What i s  the  purpose o f  your testimony today? 

A .  The purpose o f  my testimony i s  t o  sponsor spec i f i c  f ind ings i n  the s t a f f  

audi t  report: o f  Southern States U t i l i t i e s ,  I nc . ,  Docket No. 950495-WS. I am 

sponsoring Audit Exceptions 4 through 6, and Audit Disclosures 4 through 11, 

By whom are you presently employed and i n  what capacity? 

I am employed by the  F lo r ida  Public Service Commission as a Regulatory 
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15, and 16. These f ind ings are f i l e d  w i th  my testimony and are i d e n t i f i e d  as 

JAS-1. 

Q. 

A.  Audit Exceptions disclose substantial non-compliance w i th  the  Uniform 

System of Accounts, a Commission r u l e  o r  order, S t a f f  Advisory Bu l l e t i ns .  and 

formal company po l i cy .  Audit Exceptions a lso disclose company exh ib i ts  t ha t  

$0 not represent company books and records and company f a i  1 ure t o  provide 

underlying records or  documentation t o  support t he  general ledger o r  exh ib i t s .  

Audit Exception No. 4 recommends two adjustments re la ted  t o  the  Marco 

Shores system’s purchase o f  water from the  Marco Is land system. The f i r s t  

adjustment i s  t o  s ta te  the  projected revenues using projected consumption and 

rates,  instead of h i s t o r i c a l  consumption and rates.  The second adjustment i s  

t o  r e f l e c t  the  reduction o f  reportable revenues f o r  purposes o f  ca lcu lat ing 

the regulatory assessment fees payable t o  the  Commission. 

Please review the  aud i t  exceptions you are sponsoring. 

Audit Exception No. 5 recommends the  removal o f  shareholder services 

expenses a l located from Minnesota Power. I n  a Tampa E l e c t r i c  Company ra te  

case, Commission Order No. 11307 states the  fo l lowing:  

Stockholder re la t i ons  expenses are incurred f o r  a c t i v i t i e s  re la ted  

t o  image bu i l d ing  and good w i l l .  This type o f  expense i s  not 

normally allowed by t h i s  Commission i f  incurred by a u t i l i t y .  

This type o f  expense should be disallowed i f  incurred by a parent 

and passed through t o  subsidiary companies. 

Therefore, based on t h i s  past Commission act ion,  I recommend that these 

expenses be removed. The audi t  workpapers supporting t h i s  exception are 

attached as JAS-2. 

- 2 -  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ar 

re 

i r  

E, 

Q ,  
A .  

dt 

C( 

bi 

CC 

P' 

01 

C I  

tt 

a: 

a( 

a 

e' 

hi 

e' 

Audit Exception No. 6 discusses the u t i l i t y ' s  w r i t e - o f f  o f  $19.143 fo r  

1 abandoned Prel iminary Survey and Invest igat ion pro jec t .  The u t i l i t y  

?corded t h i s  amount i n  Contractual Services - Other. I bel ieve tha t  t h i s  i s  

icorrect .  I recommend tha t  t h i s  amount be charged t o  e i t he r  Miscellaneous 

cpense or  Miscellaneous N o n - u t i l i t y  Expense. 

Please review the  audi t  disclosures you are sponsoring. 

Audit Disclosures disclose mater ia l  fac ts  t h a t  are outside the  

? f i n i t i o n  of an Audit Exception. 

Audit Disclosure No. 4 discusses the Seaboard system i n  Hillsborough 

m t y  and niy concern regarding the u t i l i t y  p lan t  i n  service included i n  ra te  

ise. The u t i l i t y  purchases water from the City o f  Tampa v i a  Hillsborough 

)unty i n  accordance w i th  a spec i f i c  water purchase agreement. These 

irchases equal approximately 62% o f  the water sold. The u t i l i t y  includes a l l  

- i g ina l  p lant  i n  service as well as a l l  the  cost associated w i th  the 

i ns t ruc t i  on of the  interconnect w i th  H i  11 sborough County. 

Audit Disclosure No. 5 discusses the  recorded sludge hauling expense for 

i e  Beecher Point and Palm Port systems. This expense should be i d e n t i f i e d  

j a Purchased Sewage Treatment Expense rather  than sludge hauling. I n  

j d i t i o n  the expense should not be t reated as a recurr ing O&M expense because 

more cost e f f e c t i v e  method should be developed. 

Audit Disclosure No. 6 discusses an audi t  request regarding the 

l a s t i c i t y  adjustment. The u t i l i t y  stated the informat ion requested would 

we  t o  be provided by Dr. Whitcomb. Therefore, I d i d  not review the 

l a s t i c i t y  adjustment. 

Audit Uisclosure No. 7 discusses the u t i l i t y ' s  conservation expenses and 

- 3 -  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

makes ce r ta in  comparisons with the  way these expenses are incurred and 

recorded and those f o r  t he  e l e c t r i c  and gas indus t r ies .  Generally, I 

recommend t h a t  conservation programs should be approved i n  advance and only 

expenses spec i f i ca l l y  re la ted  t o  those approved programs should be charged t o  

conservation. The audi t  workpapers re la ted  t o  t h i s  disclosure are attached 

as JAS-3. 

Audit Disclosure No. 8 recommends that the  purchased power expense f o r  

the  Deltona Lakes system be reduced. The u t i l i t y  has consis tent ly  over 

budgeted f o r  t h i s  expense. Since 1992. t he  u t i l i t y  has over budgeted an 

average o f  20.48%. The audi t  workpapers re la ted  t o  th is  disclosure are 

attached as JAS-4. 

Audit Disclosure No. 9 recommends that the  purchased water expense f o r  

t he  VolusiaIEnterprise system be reduced. The u t i l i t y  operates t h i s  system 

under a receivership agreement with the  Commission. The water sold t o  t h i s  

system from the  Deltona Lakes system should not  be included i n  the  MFRs f o r  

t h i s  r a t e  case. 

Audit Disclosure No. 10 recommends t h a t  the  projected expenses f o r  a 

Hurricane Preparedness program are non-recurring expenses and should be 

amortized over f i v e  years. 

Audit Disclosure No. 11 recommends t h a t  t he  projected expenses f o r  the 

Hepat i t i s  Immunization program are non-recurring and should be amortized over 

f i v e  years. The audi t  workpapers re la ted  t o  t h i s  disclosure are attached as 

JAS-5. 

Audit Disclosure No. 15 reconnnends t h a t  the  projected sa lary  expense 

should be reduced t o  correct  an e r ro r  i n  the  a t t r i t i o n  adjustment ca lcu lat ion.  
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The u t i l i t y  stated t h a t  t he  a t t r i t i o n  adjustment f o r  1996 should be 5.75%. not  

the  5.87% included i n  the  MFRs. 

Audit Disclosure No. 16 discusses the  sa lary  expense f o r  the  Executive 

Div is ion.  

0. 
A. Yes. it does. 

Does t h i s  conclude your testimony? 
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