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DIRECT TESTIMONY OF ROBERT F. DODRILL 

Q. 

A. 

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

Q. 

A. 

Analyst 111 i n  the  D iv is ion  o f  Audit ing and Financial Analysis. 

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

A. I have been employed by the  F lo r ida  Public Service Commission since 

September, 1.979. B r i e f l y ,  from mid-1993 u n t i l  the  end o f  1994 I l e f t  the 

Commission and I assisted i n  operating a family business. 

Q. 

A. I graduated from the  Univers i ty  o f  F lo r ida  i n  1971, w i th  a major i n  

Business Operations Research. 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  respons ib i l i t i es .  

A. Currently, I am a Regulatory Analyst I11 w i th  the  respons ib i l i t i es  o f  

planning and d i rec t i ng  audits o f  regulated companies, and ass is t ing  i n  audits 

o f  a f f i l i a t e d  transactions. I also am responsible f o r  creat ing audi t  work 

programs t o  meet a speci f ic  audi t  purpose and I d i r e c t  and contro l  assigned 

staf f  work a s  wel l  as pa r t i c i pa te  as a s t a f f  audi tor  and audi t  manager. 

Q. 
regulatory agency? 

A. Yes. I t e s t i f i e d  i n  the  fol lowing: Gainesv i l le  Gas Company Rate Case, 

Docket No. - 870688-611: United Telephone Rate Case, Docket No. 910980-TC: 

Please s ta te  your name and business address. 

My name i s  Robert F. Dodr i l l  and my business address i s  Hurston North 

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

I am employed by the  F lor ida Public Service Commission as a Regulatory 

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

Have you presented expert testimony before th is  Conmission o r  any other 
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Marco Is land U t i l i t i e s  Rate Case, Docket No. 920655-WS. 

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 indings i n  the s t a f f  

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

sponsoring Audit Exceptions 1. 2. 3. and 10, and Audit Disclosures 2. 17. and 

18. These f ind ings are f i l e d  with my testimony and are i d e n t i f i e d  as RFD-1. 

Q. Please review the audi t  exceptions you are sponsoring. 

A. Audit Exceptions disclose substant ia l  non-compliance w i th  the Uniform 

System o f  Ac'counts, a Commission r u l e  o r  order, S t a f f  Advisory Bu l le t ins ,  and 

formal company po l i cy .  Audit Exceptions also disclose company exhib i ts  that  

do not represent company books and records and company f a i l u r e  t o  provide 

underlying records or  documentation t o  support the general ledger o r  exhi b i t s .  

Audit Exception No. 1 states t h a t  the  u t i l i t y ' s  books and records are 

i n  v i o l a t i o n  o f  Comnission Rule 25-30.450. F lor ida Administrat ive Code. This 

r u l e  states tha t  the  supporting schedules f o r  a f i l i n g  must be organized i n  

a systematic and ra t iona l  manner " t o  enable Commission personnel t o  veri fy the 

schedules i n  an expedient manner and minimum amount o f  t ime."  I n  order t o  

reconci le the  MFR accumulated depreciat ion balance w i th  the general ledger, 

the u t i l i t y  said t h a t  i t  would require ' I . .  . a t  leas t  two weeks.. . "  for i t s  own 

employees t o  complete the  task. I bel ieve t h a t  t h i s  i s  i n  v i o l a t i o n  o f  the 

ru le .  The audi t  workpapers supporting t h i s  exception are attached as Exhibi t  

RFD-2. 

Audit IException No. 2 recommends t h a t  the  Comnission reduce the Land 

account f o r  non-uti  1 i ty  property acquired through the  Coll  i e r  property 

condemnation. The u t i l i t y  acquired 212.5 acres through the condemnation. I 

- 2 -  
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reviewed f i v e  appraisals re la ted  t o  t h i s  property. The appraisals ind icate 

t h a t  a por t ion  o f  t he  land acquired w i l l  not  be used as a water source. I 

r e c m e n d  t h a t  t he  por t ion  not  re la ted  t o  the  water source be rec lass i f ied  as 

N o n - u t i l i t y  property. The audi t  workpapers supporting t h i s  exception are 

attached as RFD-3. 

Audit Exception No. 3 recomnends t h a t  $886,409 i n  deferred debits be 

rec lass i f i ed  t o  Miscellaneous N o n - u t i l i t y  Expenses. These costs r e l a t e  t o  the  

development and u l t imate  purchase o f  water source land known as the  Dude 

Property. An appraisal o f  t h i s  property states t h a t  approximately 62.5% o f  

t he  property i s  avai lab le f o r  p i t  mining. Other documents I reviewed ind icate 

that the  water source a t  t h i s  loca t ion  i s  t o  be used f o r  r a w  water sales t o  

Massachusetts Mutual Gol f  Course. This g o l f  course i s  out o f  the  u t i l i t y ’ s  

serv ice areal and the  revenue would be n o n - u t i l i t y  income. Therefore, I 

recommend that these costs be removed t o  Miscellaneous Non-uti l i t y  Expenses. 

The audi t  workpapers supporting t h i s  exception are attached as RFD-4. 

Audit Exception No. 10 discusses the  d i f f i c u l t y  I had i n  acquiring 

information regarding organization costs and my i n a b i l i t y  t o  adequately review 

the  information due t o  i t s  lack o f  t imeliness. I bel ieve t h a t  t h i s  delay was 

a v i o l a t i o n  o f  FPSC Rule No. 25-30.450. F.A.C.. which was also discussed i n  

Audit Exception NO. 1. The audi t  workpapers supporting t h i s  exception are 

attached as flFD-5. 

Q. 

A. Audit Disclosures disclose material facts  t h a t  are outside the 

d e f i n i t i o n  o f  an Audit Exception. 

Please review the  audi t  disclosures you are sponsoring. 

Audit Disclosure No. 2 discusses land addit ions i n  the  Lehigh service 
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area. I believe that these additions should be removed from current rate 

making consideration as the u t i l i t y  states that t h i s  land i s  held fo r  future 

use. 

Audit Disclosure No. 17 discusses $33,082,895 o f  Plant Held fo r  Future 

Use which appears t o  be i n  the MFR Plant balances which reconcile t o  the 

General Ledger amounts. The audit workpapers related t o  t h i s  disclosure are 

attached as RFD-6. 

Audit Disclosure No. 18 b r i e f l y  discusses my review o f  two journal 

entr ies provided i n  the de ta i l  f o r  organization costs. As I mentioned 

previously, t h i s  information was provided l a t e  and I d id  not have suf f ic ient  

time t o  f u l l y  review i t .  The audit workpapers related t o  th is  disclosure are 

attached as IRFD-7. 

Q. 

A. Yes, i t  does. 

Does t h i s  conclude your testimony? 

- 4 -  
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EXHIBIT RFD - 1 (PAGE 1 OF 13) 

AUDIT XXCIPTIQI NO. 1 

FACTI): Per Commission Rule 25-30.450, 'The work sheets, otc. 
supporting the schedules and data submitted must b. organized in 
a 8ysthatic and rational manner so as to enable Commission 
personnel to vorify the schedules in an expedient mannor and 
minimum amount of time.' 

In order for Southern States to reconcile w i t h  the WPR Water 
and Sever combined Plant in Service total, as of 12-31-94, it 
vent through the following steps: 

G/L Plant total 

Plus Future Use 

1010 

1030 

Less County Plants 
W & S Plant 1010 
Future Use 1030 

$274,161,869 

34,908,326 

(30,864,863) 
(1,387,592) 

Reconciling items Water 41,142 
Sewer (196,585) 
Gen Plant (168,642) 

GI'L Items not in MFRs (6,286) 

County and Gas General Plant 

Land for Future Use 1030 

(5,804,867) 

437,839) 

Immaterial Difference 1.933 
TOTAL $270,246,596 

MFR - FPSC W PLANTS 
June 28, 1995 Filing 

VOl I11 5 Of 6 1994 A-5(W) 

VOl I11 5 of 6 1994 A-5(S) 

$149,079,749 

121,166,847 

TOTAL $270,246,596 
------------ 

Southern States provided documentation for the above reconciling 
items. 
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EXHIBIT RFD - 1 (PAGE 2 OF 13) 

Audit Exception No. 1, continued. 

Southern Statee was also aeked to reconcile General Lodger 
Accumulated Depreciation with the MFR total. Thie requeet was 
made via Document Request No. 113 on October 6, 1995. The 
request due date was October 13, 1995; however, it wae not 
received until October 23, 1995. 

Southern Statee etated that a reconciliation of book accumulated 
depreciation (AID) to HFR accumulated depreciation, I. . . would 
be an extremely difficult task to accomplieh." 

Per the Company, "'Balance per books' im  a generic column 
heading that im rued on a multitude of mchedulem. It dooe not 
alvaye necessarily mean the general ledger mpe~ifically.~ 

O P I P I O I I / R l S C I O ~ ~  Southern States books and recorde are 
in violation of the above Commission Rule. The .books and 
records (MFFt Filings) of Southern States Utilities did not 
enable .Commission personnel to verify the mchedulee in an 
expedient manner and with the minimum amount of time. For 
instance, concerning the above Accumulated Depreciation 
reconciliation, Southern States said that it would require, 
I. . . at least two weeks . . .I for its own employees to 
complete the task. 

The Audit Staff is of the belief that the BWFcs should begin with 
the general ledger amount, then adjustments made to achieve the 
balance eubmitted for rates. Presently, the Historical1994 Per 
Book Balances in the UFRs cannot be agreed to the books 
expediently,. 

C O N P W  CONXlWTBr The Company may respond at a later date. 
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EXHIBIT RFD - 1 (PAGE 3 OF 13) 

AUDIT EXCEPTION NO. 2 

8VBJ.CT: N O N ~ L f l L I p C E  W I F E  XaXUC AcmUmTINQ UBTRUCTIOI 

PACT8 : Rule 25-30.115, P.A.C., roquires water and sewer 
utilities to maintain their books and records in conformity with 
the 1984 NARUC Uniform System of accounts (US of A) adopted by 
the National Association of Regulatory Utility Commismioners. 

Southern States Utilities Inc. is a Clams A Utility according to 
the NARUC definition found in Accounting Instruction 1. 

#24.? UTILITY PLILlIT - Luro UD L U D  RIQHTB 

The 1984 NARUC Class A Water utility Accounting Instruction 24 - in Section F states in 
whole , 

When the purchase of land for utility operations 
requires the purchase of more land than needed for 
such purposes, the charge to the specific land account 
shall be based upon the cost of the land purchased, 
less the fair market value of that portion of the land 
which i s  not to be used in utility operations. The 
portion of the cost measured by the fair market value 
of the land not to be used shall be included in 
account: 103 - Proporty Hold for futuro Us., or account 
121 - xon-utility Proporty, as appropriate. 

The Southern States Collier family acquisition of land for a 
water source included a total of 212.5 acres. According to a 
survey for the Hanson Appraisal of the subject land commissioned 
by Gordon H. Harris, an attorney for Southern States Utilities, 
the acreage breakdown between Water Source Lakes, Wetlands and 
Uplands is as follows: 

1. Lakes 56.29 Acres 
2. Wetlands 71.28 Acres 
3. Uplands B4.93 Acres 

212.50 Total Acres 

Besides the April 1995 Hanson Appraisal, four other appraisals 
were presented to the audit staff. while the Florida Public 
service commimsion doer, not allow appraimais in place of 
original cost for rate base purposes, the use of appraisals for 
allocating the cost of "Lump Sum Purchases" im a generally 
accepted procedure. A mummary of the five appraisals appears 
below. 

When dealing with land costs FAS-67 mtates, "Total capitalized 
land cost are allocated based on the relative fair value of oach 
land parcel prior to any construction. A land parcel ray be 
identified as a lot, an acre, acreage, a unit, or a tract." 

9 



EXHIBIT RFD - 1 (PAGE 4 OF 13) 

Audit Exception No. 2, continued. 

VALUE OF WATER VALUE OF 
ENTIRE SOURCE ACQUIRED 

DATE APPRAISER PARCEL LAKES REAL ESTATE 

Apr-95 Hanson SVCO. $3,606,500 $ 140,725 $ 3,296,416 

Apr-95 Klusza Assoc. 7,900,000 1,500,000 6,400,000 

Jun-94 Carroll 7,200,000 2,400,000 4,770,000 

Jun-94 John Calhoun 4,241,000 -0- 4,200,200 

Oct-92 Calhoun Assoc. 4,070,600 -0- 4,070,600 

Southern States provided an invoice from Calhoun and Associates, 
Inc. dated November 24, 1992, €or the above appraisal report for 
$13,051. The invoice stated in whole, 

Inspection Of property, conferences with 
representative of Southern States Utilities, reeeuoh 
for both aommercial and residanti.1 l a d  sales 
throughout collier County, research land use issues, 
inspect all sales and verify all data, analysis of 
data, and preparation of appraisal report. 

(Emphasis added) 

The above appraisals were valued as if the subject property were 
zoned residential and commercial but, in fact, the property is 
zoned agricultural. Each appraiser indicated that it saw no 
difficulty in having the zoning changed for development 
purposes. The appraisals stated that Collier Planning Board has 
the long-term use for the subject property mapped out as 
residential. 

Southern States is bringing the subject water eource land 
addition into rate base in t w o  portions. The iiret portion in 
1994 with $4,400,001 and the balance in 1995 with an addition to 
the land account of 4,799,919. 

Marco Island Utilities 
Plant in eervice 
Land Addition 

1994 $4,400,001 

1995 4.799.919 
$9,200,000 

10 



EXHIBIT RFD - 1 (PAGE 5 OF 13) 

Audit Exception No. 2, continued. 

OPIHIOU: Based on the reading of the facts in above appraisals, 
it is clear that Southern states is acquiring more than just a 
water source with the Collier Condemnation. According to the 
NARUC Land account description at point 3. above, the final 
purchase price (condemnation settlement costs) should be 
allocated by an acceptable method to 1) the Collier Lakes water 
source acquisition and 2) the residential and commercial real 
estate investment. 

Acceptable methods of allocation would include the generally 
accepted Lump Sum or basket purchase method of evaluating 
components of an acquisition. We might also look at the NARUC 
accounting instruction itself which mentions, I. . . less the 
fair market value of that portion of the land which is not to be 
used . . . .I in which "portion" appears to be talking about 
acreage. 

For purposes of this exception, we will calculate the allocation 
using both the aoreage method and the lurp m u m  puraha8e method. 

Using the Hanson acreage listed above, the percentage 
condemnation cost allocated to water source %AKESn would be 
calculated as follows. The condemnation costs allocated to 
upland residential and 

Acres 

Lakes 56.29 

Uplands 

Total 141.22 

commercial real estate remains. 

Allocated 
Purchase Corrected 

Percent Price Charge 

39.92 $3,670,800 UPIS-Water 

6Su3 3.529.204 Upland 
Real Estate 

100.02 $9,200,000 Total Cost Of 
condemnation 

of the above four appraisals, the Hanson appraisal was the most 
detailed and contained facte concerning the acreage for the 
lake, the wetlands and the uplands including an allocation of 
the access eanement. 

Alternatively, the mlump sum purchase" method of allocating 
asset costs based on relative estimated fair market value yields 
the following allocation of the condemnation costs. In this 
case, the two Calhoun appraisals did not identify any costs 
associated with the water source lakes. Using the other three 
appraisals to allocate the $9,200,000 condemnation costs between 
the water source and the real estate portions, the following 
calculation follows accepted accounting methodology for 
allocating mlump sum purchase" costs. 

11 



EXHIBIT RFD - 1 (PAGE 6 OF 13) 

Audit Exception No. 2, continued. 

DATE APPRAISER PARCEL REAL ESTATE PERCENT 

Apr-95 Banson Svcs. $3,606,454 3,296,416 91.41 

Apr-95 Klusea Assoc. 7,900,000 6,400,000 81.02 

Jun-94 Carroll 7,200,000 4,770,000 u 
REAL ESTATE AVERAGE I 79.68 

ALLOCATION OF THE COLLIER CONDEMNATION COST USING THE LUMP SUM 
PURCHASE METHOD. 

Allocated 
Purchase Correct 

Percent Price Charge 

Other* 20.41 $1,876,800 UPIS-Water Land 

Uplands 39.6% 7,323,204 Upland Real Estate 

Total 100.02 $9,200,000 Total Cost Of 
condemnation. 

Other includes water source lakes and wetlands 

NONUTILITY PROPERTY CLASSIFICATION 

The real estate portion of the above allocations mhould be 
charged to Account 121 Nonutility Property as opposed to Account 
103 Plant Held for Future Use. This statement is made for two 
logical reasons. First, in none of the engineering studies or 
Marco Island Planning documents reviewed during this docket's 
field work, including the January 1995 Prnft P v  
for Marco Island prepared by the Planning and Engineering 
Department of Southern States Utilities, Inc., was there any 
mention of additional water extraction from the Collier Lakes 
property. Secondly, all of the appraisals' indicate the highest 
use of thio land 'would be for residential and commercial 
development. 

RSCaYullrruTIOY: The Commission should reduce the cost of the 
condemnation of the Collier Property charged to Water Source 
Land Account 303 by the value of the real estate acquired. The 
cost allocated to Real Estate should be determined by either the 
direct acreage method or the lump sum purchase method. These 
allocation methods yield reductions of $5,529,200 or $7,323,200 
from the Marc0 Island Water land account, respectively. These 
Real Estate Investment costs should be charged to Account Nwuber 
121 Nonutility Property. 

cawpllloy COUMSMTB: The Company may respond at a later date. 

12 
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EXHIBIT RFD - 1 (PAGE 7 OF 13) 

AUDIT EXCEPTION NO. 3 

SVBJICT: Dm- D.BITS ?OR ACQUISITION 01 IRTm SOIRCI LUIO 
coIT1THED N O ~ I L I T X  m Q E 8  

TACTSr As stated in Exception No. 2, Southern States Utilitiem, 
Inc. ie roguirod to maintain its book. and record. in conformity 
with the 1984 class A NARUC Uniform System of Accounts per Rule 
25-30.115, Florida Administrative Code. 

The Deferred Debits account filed in the mrront SSU Rata 
Proceeding contains $886,409 for the devmlopment and ultimate 
purchase of water source land known as the Dude Property. 

The 1984 NARUC Class A Water Uniform System of Account. - in Section P states in whole, 

When the purchase of land for utility operations 
requires the purchase of more land than needed for 
such purposes, the charge to the specific land account 
ehall be based upon the cost of the land purchased, 
less the fair market value of that portion of the land 
which is not to be used in utility operations. The 
portion of the cost measured by the fair market value 
of the land not to be used shall be included in 
account 103 - Rroputy meld for future use, or account 
121 - Noon-utility Property, as appropriate. 

In 1992 Southern States hired and paid Appraisal Research to do 
an appraisal of the mining potential of the Dude Property. 

The value of the mining potential of the Dude Property w i t h  100 
acres used as a borrow pit was stated by Appraisal Research to 

Southern States provided an April 4, 1991, letter between two of 
its officers outlining its planned provision of raw irrigation 
water for Elass. Mutual Golf Course. The letter stated that, 
"Water supply for this project will come from the "Dude Project" 
(Southfield Farms)." 

be $3,600,000. 

13 



EXHIBIT RFD - 1 (PAGE 8 OF 13) 

Audit Exception No. 3, continued. 

OPIMIOI: Out of the 160 acres of the Dude property, the 
appraisal states that 100 acres were available for the pit 
mining. Allocating the $886,409 proposed as Dude property 
development costs based on acres devoted to mining vs. acres for 
a water source yields the following: 

ZmES PERCENT 
Mining acres 100 62.58 

Total acres 160 100.08 

Total costs to be allocated are: $886,409 

Mining percent 62.58 ----------- 
Development costs allocated to mining $554 , 000 
Balance allocated to water source 332.409 

Total allocated $886,409 

Concerning the water source classification, documents obtained 
during SSU field work indicate that the water source at the Dude 
property was to be used for raw water sales to Uassachusetts 
Uutual Golf Course. This golf course is out of SSU's 
certificated service area and the revenue would be nonutility 
income. According to a draft of an agreement between Collier 
County, Uass. Uutual Golf course and Southern States (Tri-party 
agreement), southern States was to provide raw irrigation water 
as an interim step towards eventually providing treated effluent 
€or irrigation. 

As mentioned in the Facts section, Southern States provided a 
letter between two of its officers Re: Raw Water Supply - Mass. 
Uutual Golf Course outlining and mapping its p1ann.d provision 
of raw irrigation water for Uass. Uutual Golf Course. See 
attached map which was enclosed in the letter. 

Expenditures made with the objective of earning nonutility 
income are nonutility in nature. 

-TI-: Reclassify the S886,409 in deferred debits to 
account 5426.13 Uiscellaneous Nonutility Expenses - Preliminary 
survey and investigation expenses related to abandoned projects. 

COMPABIY CarmsTS: The Company may respond at a later date. 
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EXHIBIT RFD - 1 (PAGE 9 OF 13) 

Schedule for Audit Exception No. 3 

N 
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EXHIBIT RFD - 1 (PAGE 10 OF 13) 

AUDIT EXC6PTIOH NO. 10 

.UBJZCTI O R ~ ~ T I O H  COBTS 

PACTS$ Document Request No. 95, dated September 27, was for 
Organization Cost ruaoval documentation. On 8ept.rab.r 28, 
Southern States 8aid that it would not provide the requested 
information. It finally provided the information on October 11, 
1995. 

The last day of field work was October 13, 1995. 

FPSC Rule No. 25-30.450 Audit Provision states in part, 

In oach instance, the utility must be able to support 
any schedule submitted, as well as any adjustments or 
allocations relied on by the utility. The work 
sheets, etc. supporting the schedules and data 
submitted must be organized in a systematic and 
rational manner so as to onrblo C O m i 8 8 i O n  parsonno1 
to vorify tho 8ohodulom i n  an upedioat  8Umor md 
minimum uount of tho.... 

Emphasis added 

Organization costs went from 1989 average balances of 5744,305 
and $93,938 to 1991 average balances of $27,767 and $43,393 for 
Water and Sewer, respectively. 

O P I N I O ~ / R E C ~ T I O B ? r  Field staff believes that the above 
delay was a violation of FPSC Rule No. 25-30.450 Audit 
Provision. If the data had been provided in a timely manner, a 
complete review of the information could have been accomplished 
with additional follow-up, if any, and the issue closed. 

Given the problems associated with and the overall magnitude of 
this issue, it is recommended that this issue be roviewed 
further by the Commi8sion. (See Disclosure 18.) 

C O X P m  ComMKUTBr The Company may respond at a later date. 
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EXHIBIT RFD - 1 (PAGE 11 OF 13) 

AUDIT DISCLOBUR8 HO. 2 

SUBJECT: loIlcaypLIIulCB WITH m U C  ACCOUMT 103 - PROPmTX IIILD 
?OR mTuRB UBI 

WAC2S: Rule 25-30.115, P.A.C., requires, *Water and Sever 
Utilities to maintain their books and records in conformity with 
the 1984 NARUC Uniform System of accounts (USofA) adopted by the 
National ZLPsociation of Regulatory Utility Commissioners.w 

The 1984 NARUC Class A System of Accounto provides the folloving 
description of UPIS Account 103, Property Held for Future Use, 
*This account shall include the original cost of property owned 
and held for future use in utility service . . . . 
A CAR (Capital Authorization Request) form found in a .ample of 
SSU project files indicated that the 1995 Lehigh land addition 
vas for future utility use. 

The Southern States MFRs for Lehigh Utilities did not indicate 
any 1995 non-used land. 

In response to a document request, Southern States stated that 
of the $414,605 1995 Lehigh land additions, $120,840 and 
$260,562 were actually future use Water and Sewer land, 
respectively. 

OPIlflOBIr Lehigh land additions representing future Plant in 
Service should be removed from current rate making consideration 
in the amounts of $120,840 and $260,562 from Water and Sewer, 
respectively. 

C O N P m  CaQ4KwrSt The Company may respond at a later date. 
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EXHIBIT RFD - 1 (PAGE 12 OF 13) 

AUDIT DI6cUIIIURB NO. 17 

IUEJSCT: nrmrU PLavT -NIP@ IN UTILITY O U U T  IN 8 m V I C t  

?ACTS: The audit staff asked Southern States to reconcile its 
General Lodger water and sewer Utility Plant in Servico balances 
a8 of 12-31-94, to those balances in the WFRS. 

Southern States kgan it6 raconciliation by adding $34,908,326 
of Plant Held for Future Use (Account 103) to booked Utility 
Plant in Service (Account 101). (See Excoption No. 1.) 

SSU then roduced this balance by the futuro US. portion relating 
to county plants $1,387,592 and the land hold for future use 
appount of $437,839. The remaining amount r~concilod w i t h  the 
SSU Filed Utility Plant in Service Accounts. 

OPINIOZit It appears as though there is $33,082,895 of Plant 
Held for Future Use remaining in the SSU General Ledger amount 
which reconciled to the MFFt Plant balances. (The future use 
portions of that reconciliation is extracted in the calculation 
below.) 

(#lolo) 

FUTURE PLANT 
ONLY 

Future Use Plant 1030 

Less County Plants 

Future Use Land 1030 

Total Remaining 1030 

Future Use 1030 

$34,908,326 

(1,387,592) - 
$33,082,895 

The FPSC Engineers assigned to review Future Use Plant should be 
aware that SSU feels that according to its classification there 
is $33,082,895 of future plant in its filed UPIS balances. 

COUP- COMKBUTBr The Company may respond at a later date. 

47 
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AUDIT DISCLOB- HO. 18 

SUBJECT: O R a M S A T I O I  COSTS 

t-8: Document Request No. 95, dated September 27, was for 
Organization Cost removal documentation. Southern States 
provided the information to the audit staff on October 11, 
1995. 

Document Request No. 114 dated October 11, 1995, was rosponded 
to on October 13, 1995, the last day of field work. 

OPIlIOJTx The audit staff believes that tho above is a 
violation of PPSC Rule No. 25-30.450 Audit Provision. (See 
Exception 10. ) 

Due to time considerations, only a judgmental sample of two 
journal entries of the documentation supplied, by way of 
Document Request No. 114, could be analyzed. The first was for 
the removal of $20,080 of Organization Costs. Of that total, 
$17,563 or 87.292 was transferred to other Rate Base accounts. 
$1,009 or 5.02% went to Various Expenses and $1,548 or 7.692 
went to Acquisition Adjustment and Nonutility Expenses. 

The second transaction analyzed consisted of a twelve-page 
journal entry to correct Organization Cost Accumulated 
Depreciation. A total of the regulated Accumulated Depreciation 
Account (5108.110) net reductions was taken. A total of the 
offsetting Accumulated Amortization of Acquisition Adjustment 
Account (5115.00) was taken. The following totals were 
accumulated from this journal entry for water and sever 
combined. 

Debit # 108.110 $ 152,709 

Credit # 115.000 $ (128,625) 

Given the problems associated with these Journal Entries and the 
lack of time tor analysis, It i8 recommended that this issue be 
revieved further by the Commission. 

CoYpIlll-6: The Company may respond at a lator date. 



SOUTHERN STATES UTILITIES 
1994 

UTlUTY PLANT IN SERVICE 
MFR’S FPSC REGULATED TO GL TOTAL COMPANY 

RECONClUATlON 

12/31/94 Balence per GL (Total CoIwanY) 
274.161.669 

Total Company PIMI 309.070.195 

1010 
1030 34,908.328 

Less County Plants: (Hemando. Hillsborough. Polk) 
1010 ~ Water (L Sewer 30,684,883 
1030 1.387.592 

TOM County Plant 32252.455 

Total FPSC Regulated Plants 276.617.740 

Reconciliation Hem: (We attached) 
Water 
Sewer 
GP 

41.142 
(196.585) 
(168.642k 

(324.085) 

GL Balances not picked up m MFRs (Piant 0OC”JI) 
county (L  as portion 01 Allocated GP 
iom bnd h i d  forluture use 

(6286) 
(5,604,867) 

(437.639L 
270,244.663 

Balances per MFRs . FPSC ALL PLANTS (June 28 filing) 
Vol 111 5 of 6 1994 A - 5 0  
Vol 111 6 of 6 1994 A-W) 

149,079,749 
121.166.847 
270,246,596 

Variance from MFR Histork Ending Balarm, to GL 
Immaterial dilierence 

-5 228 PM RECONPXLS 

1.933 

A 
B 

I 
J 

C 
D 
E 

F 
G 
H 
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onober 8.1995 

FROM. 

Re. msCAuditDosumuuRcqucal113 

A) Plene pmrldc tbe Id rortp.pen for depdation & SllcIIhSm MIKhgmpport foe 
ntea d. 

A ~ e h c d  to Ulir rrapoms Is nr vdumc of Wonplpar which build mXUnlulucd deprsi.lion by plant and 
by acwunt fmm thc Iut t a l  year thrmgh 1994. lbcss vmrkpapn show UW eapenrc fw & year. vldcd 
to the accumulalcd depcsiuion b a l u m .  m build vcumulaud dr.pIuiitiw. Thac yc no wxnk.paPW6 fa 
dcpm3ation cxpcnsc for 1995 and 1996 Mhcr UW the vlual d-iuion schedules w d n c d  in thc 
MinimumFilingRcquirrmcnu. Thcoxpnseukulariau.rShow~I ~ S e h a l u l e B l 3  for water d B I 4  
fa W D N W . ~ ~ .  lltcsc rhcdula  show thc avenge p l ~ t  balance. the depreciuion Ne and life. and 
-u Uuovgh to show the resulting cxpnsc (bMh ureful and non-ud and useful). l h i s  same 
inlomation ir also shown fw 1994 within the Minimum Filing kquimncou u well as in the volumc of 
vorkpapn fa the .ccumulucd dcprreiuion buildup. 

Also aIIached is a schedule which prucnu, by plant. thc dcpre*aIion rates vsed to build vcumulatcd 
depreciation since the plant’s lart nk uy Y wll u u) compute upwse in 1994.1995. and 1996. As 
un be ym on UW rhedule. m t  plmu d the following depmsiuion mrU: . 
. 

If. in the Iut mte m. the plant d d y  had dcprrsiation m e  Y prrSnibcd in Ruk 25-30.140 (Hz 

refer 10 there MI u “lec~kraccd ntcr”). then lhae acnlcratcd mtes were used for all ywn since 
the k t  NC usc to build up bccumulucd dcpreciuion d to ulsul.fc crpnac. 

If going into Ihc last NC cue. the plant had been undu the 2.5% wmporile raw. authaircd by the 
Commission. then .csumulatcd dcpreciuion was continued unda the 2.5% mte fa 1992 and eight 
m o n h  of 1993. at which time che fiml revenue bssunc cffccIivc M y  l h m  would be apmpr 
matching of the asselenled mtes with the revenue being colleslcd. AI th.1 time. thc mrU war. 
changed to lhe Vcclentcd need. 

’Ihc Iut page cd the schedule &pic& thow planu which were not under u n i f m  ntu and which in wmc 
cues. had different CimmUrrcI I ~ M  lhow docribcd above. MMY of thow planu hd mt had 1 Pia 
me use: Ihmfae. 25% vu used thmugh 1995 and 1996 reflsu the mlcntrd  MI. brr PlMU 
lhat h d  k e n  under Covnly jurisdiction and thu hd nw. cues. d the CmInlY ulhaircd MI until 
19%. 11 which tim they war. changed m thc d c n t c d  ntu. 

B) Urur .Ira pmridc a rrmKDI.Uom of book .Id to MFR ucumulaial drprrd.do0 11 yypd. 

You dircurd lhii Rsowili.lion with me 81 IM ow month ago, Y which rim I mld you mir would be 
YI examcly dimcult task IO r+anp lish. I al.o told yo0 Ihal u long Y OYI bc;inning -mu- 
aspnciation balancu in the urK( uc verified u mmt and if thc ensuing buildup of r m m a  
dcprsiuion within the MFRC h cornel, then lhen vu no Ocd m m i l e  thrbdure m thc books. 
l k  books rhouM be 1 mrx iuw I dm lold you l e d  mons  thal book .cl*mulaud deprrc*uon 
r o v l d  not with rmmulucd dcprrd.tion in thc hlFRs. Baww thu wnvuuLion took p l r e  Y .,% 
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, 101tW06 ION 08:20 FAX 4OT 800 1081 

FLORIDA PUBLIC SERVICE CONMISSION 
AUDIT WCUMEM/RECORD REQUEST 

NOTICE OF INTENT I 

0 
WI 0 AN0 IN MY OPINION. ITEWSI IClAFi€) PROPRIETARY AN0 COhROEMlAL BUSINESS 

CONFlOENllAC HAMLING OF &I~%ll%l&%E MUTY OR OTIER E M O N  MUST, WlTHW 21 M Y 6  

OlVlSlON OF R E C O K S  A N 0  REPORTING. REFER TO RVLK 15.22.WL F4.C. 

*FORMATION AS DEFINED I 3 ,083. OR 367 .16~  FS. TO MAINTAIN CONTINUED 

AFTER THE AUDIT EXIT CONFERENCE, ~ I L E  A REaucsr FOR CONFIDENTIAL CU~SIRCATICW 7 THE 
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WORKPAPER 17 INDEX Q 
I17 (l/t) Listing of Water Land additions 1993 to 1996 

117 ( 2 / 2 )  Listing of Sewer Land additions 1993 to 1996 

with conclusion 

with conclusion 

#17-1 Text of Exception No. 2 

#17-1/1 2/6 Carroll Appraisal of Collier Land results. 
3/6 Hanson ;; n 
4/6 Klussa 
5/6 Calhoun I' 

6/6 Associates I' 

" n 
n 

n " (I 

t17-1 
1-1 

w 1 7 - 1  
2 

#U 
2-1 

/3 

NARUC Accounting Instruction F. land and Land Rights 

Calhoun and Associates invoice "...commercial and 
residential land sales..." reference. 

Collier Land zoning designation (verified at Collier 
County Appraisers office. W/P 21 Plant Tour) 
4/4 "Water source is considered a short-term use" 

MFR Showing Collier Condemnation cost addition 

Calculation of allocation of costs 

FAS-67 Allocation of Capital Costs - LAND 
SSU Collier Property Condemnation Cost Summary 94CS056 

SSU Collier Condemnation "Stipulation regarding Deposit" 

SSU Collier Condemnation "Stipulated Final Judgement" 

Map of Collier Property taken 



EXHIBIT RFD - 3 (PAGE 2 ssu 
w1950495-WS -. ~- - -- 

OF 2 9 )  



3 OF 2 9 )  



EXHIBIT RFD - 3 (PAGE 4 OF 2 9 )  
-+F- SOWERN STATES UTILITIES, INC. - W K E T  NO. 950495-US 

PTY 1996 
- -  

nmsr Rule 25-30.115 F.A.C. requires water and sever utilities to 
maintain their books and records in conformity with the 1984 NARKIC 
uniform System of accounts (US of A) adopted by the llational 
Association of Regulatory Utility commissioners. 

southern States utilities Inc. is a Class A Utility aceording to 
the NARUC definition found in Accounting Instruction 1. 

The 1984 NARUC Class A Water Utility Accounting Irutruction 24 
in Section F states in whole, 

When the purchase of land for utility operations rmquires 
the purchase of more land than needed for such purposes, 
the charge to the specific land account .hall k baaed 
upon the cost of the land purchased, less the fair market 
value of that portion of the land which is not to b. rued 
in utility operations. The portion of the cost measured 
by the fair market value of the land not to be used shall 
be included in account 103 - Proputy Eeld for future 
use, or account 121 - non-utility Proputy, as 
appropriate. 

The Southern States collier family acquisition of land for a water 
source included a total of 212.5 acres. According to a aurvey for 
the Hanson Appraisal of the subject land commissioned by Cordon A. 
B a n i s ,  an attorney for Southern States utilities, the acreage 
breakdown between Water Source Lakes, Wetlands and nplandm is as 
f allows: 

1. Lakes 56.29 Acres 
2. Wetlands 71.28 Acres 
3. Uplands BlpT Acres 

Besides the April 199s Ranson Appraisal, four other appraisals were 
presented to the audit staff. While the Florida Public Service 
Commission does not allow appraisals in place of original cost for 
rate base purposes, the use of appraisals for allocating the cost 
of "Lump Sun Purchases" is a generally accepted procedure. A 
summary of the five appraisals appears below. 

- 

212.50 Total Acres 
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%VALLIE OF WATER VALUE OF 
ENTIRE BOURCX ACQUIRED 

DATE APPRAISER PARCEL LAKES IIEAL ESTATE 

Apr-95 Hanoon 8~cs.z $3,606,500 140,725 3,296,416 

Apr-95 xlusza A8soc%7,900, 000 1,500.0oo 6,400,000 

Jun-94 Carroll 5 7,200,000 2,400,000 4,770,000 

Jun-94 John CalhoUnfi 4,241,800 -0- 4,200,200 

Oct-92 CalhoUn U s 4  4,070,600 -0- 4,070,600 

Southern States provided an invoice from Calhoun and Aasociates, 
Inc. dated November 24, 1992, for the above appraisal report for 
$13,051. The invoice stated in whole, 

Inapection of property, conferences with 
representative of southern States Utilities, 
r O B u r c h  for both OollUoial .nd t O d d m t i . 1  
laad sales throughout Collier Gouty, research 
land use issues, inspect all sales and verify 
all data, analysis of data, and preparation of 
appraisal report. 

(Emphasis added) 

e above appraisals were valued as if the subject propvty vera 
.zoned residential and commercial hut in fact, the property is zoned 
agricultural. Mch appraiser indicated that it saw no difficulty 
in having the zoning changed for developmont purposes. The 
appraisals stated that Collier Planning Board ha6 the long t e r m  use 
for the subject property mapped out as residential. 

Southern states is bringing th subject water source land addition 
into rate base in two portions. The first portion in 1994 With 
$4,400,081 and the balance in 1995 with an addition to the land 
account Of 4,799,919. 

Marc0 Island Wulities 
Plant in earvice 
Land Addition 

1.799.919 
$9,200,000 

1995 
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L1 SOUTHERN STATES UTILITIES, INC. 
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OPIYIO.1 Based on the reading of the fact. in abovn appraisals, it 
in char that S0uth.m states is acquiring more than just a vatu 
source vith the Collier Condemnation. According to the lpARDc tand ..> account description at point 3. above, the final purchme price 
(condemnation settlement costs) should be allocated by an 
acceptable method to I) the Collier L a k ~  vater nourw acquisition 

Acceptable mthods of allocation vould include th. gurually 
accepted Lump Sum or basket purchase Bethod of -luting 
components of an acquisition. We right also look at the RARUC 

(I accounting instruction itself which mentions, ".....less the fair 
Barket value of that portion of the land vhich is not to k 
wed.. . ." in vhich "portion" appears to be talking about acreags. 
For purposes of this exception, we will calculate the allocation 

8 and 2) the residantial and cornucial real estat. investrurt. 

using both the SOSUgE Bethod and the 1- 81111 gur0h.S. uthod. 

Using the Harmon acreage listed above, the percantage condemnation 
cost allocated to water source TAKES" vould be calculated as 
follows. The condemnation conts allocated to upland residential 
and commercial real estate remains. 

*a p L @  Allocates 
Purchase Corrected 

Acres Percent Price -9 

Lakes 56.29 39.92 $3,670,800 UPIS-watu 

Uplands aGet 5.529.700 -land 
Roal Estate 

Total 141.22 100.02 $9,200,000 Total cost of 
condemnation 

Of the above four apprainals, the Hanson appraisal vas the most 
detailed and contained facts concerning the acreage for the lake, 
the vetlands and the uplands including M allocation of the accsnn 
easement. 

Alternatively, the "lump sum purchase" method of allocating asset 
costs baned on relative enthted fair market value yield. the 
folloving allocation of the condemnation costs. In thin case, the 
tvo Calhoun appraisals did not identify any costs ansociated vith 
the vater source lakes. Using the othu three appraisals to 
allocats the $9,200,000 condemnationcoats betveen the water source 
and the real estate portions, the folloving calculation follovn 
accepted accounting ~ t h o d ~ l o g y  for allocating "lump sua purchass" 
costs. 



It.\ ' 
\'LXHIBIT RFD - 3 (PAGE 7 OF 29) 
L' SOUTNERN STATES UZILITIES. INC. - WCKET NO. 950495-US 

I - ..-, - 

DATE APPFAISER PARCEL REAL ESTATE PER- 

~pr-95 w o n  mcs. $3,606,454 3,296,416 91.42 

~ p r - 9 5  xlusza ASSOC. 7,900,000 6,400,000 81.0I 

Jun-94 Carroll 7,200,000 4,770,000 M d 3  
ESTATE AVERAGE 2 7W.W 

AWCATION OF THE COLLIW CONDmATION COST USING TEE UMP SUM 
PURCHASE XETHOD. 

Allocatad 
Purchase Correct 

Percent Price 

Other* $1,876,800 UPIS-Wator Land 

Uplands U Upland Roal Emtate 

Total 100.02 $9,200,000 Total cost of 
condemnation. 

Other includes water source lakes and wetlands 

p+' NONVI'ILITY PROPERTY CL?SSIFICATION 

prepared by the Planning and Engineering Department of Southorn 
States Utilities, Inc. vas there any mention of additional vatu 
oxtraction from the Collier Lakes property. Secondly, all of tho 
appraisals indicate the highest use of this land wuld bo for 
remidential and commercial development. 

RBC~MEBDATIW: The Commission should reduce the cost of tho 
condemnation of the Collier Property charged to Watu Sourcm Land 
-count 303 by the value of the real estate acquired. The coat 
allocated to Real Estate should be determined by eithu tho direct 
acreage method or the lump sum purchase method. These allocation 
methods yield reductions of $5,529,200 or $7,323,200 ftor the @tarco 
Island Watar land account, respectively. 
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L1 SOUTHERN STATES UTILITIES, I N C .  - WCKH' NO. 950495-US 
- 

These Real Estate Investment costs should k 0harg.d to Account 
Number 121 Nonutility Property. 

cox?- COImQlTa: Company MY respond at a later date. 
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It's, y opinion that +ha valuu. of +ha p u t  +dun am of th. data of n l u a  is: 

Vsaabla 180 AC x 1 6 , 5 0 0  - $4,170,000 Roundad $4,770,000 
watmr  ~2,400.000 

w*tlands 32.7 AC x 1,000 - 8 32,700 nound-d 5-3. 
Total S7.200.000 

. .. .. 
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1. Lakes: - 56.29AC.x~5OwAc. I 5140.725 

a 141.134SFXS32ysF I 456,666 
b. RddmW (81.89 AC.): 

AeausEwmcN1E 0.68Ac.xS3.saO/Ac = 2380 
Bahnce: B1.01 he. xsJs.oo(yAe. = 2835.350 

3.95Ac.xs2swAc * 888 
-Balancs: 6 7 . 3 3 ~ x s w o p I A c .  I A$,U& 

VALUE OF ACOUlSmON AREA: 53,606,454 

Rounded lo. Say $3,606,500 

In summary, the value estimate reiatlng io the acquisition area recognizes that the m e r  

of the remainder lands ahall retain a plpetual B a s s  easement wer 4.63 acrw of the 

acquisition area. This petptual access easement shall provide the ormen, of the 

remainder property with an acmss polnt on the CR 951-Isle of Capri Roed codor  

located approximately across fmm a propcoed Mun access way Into the bly DRI. 

Consequently, the contributory valua of the perpetual access easement area has been 

diswunted to reflect the fact that the underlying fee Owner (Swthem States Utilit!ns. IN). 

will have limited utiiily associated with this portion of the acquisilion area. In addition. the 

appraiser It unaware of any sfgnificant impmvemenrS lacated within the acquisition area. 

other than leasehold Improvements asdated  with the historic usa of the pmperty by 

-em States vtilitiet. Iffi. 
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In addition to a reduced density, the property will no longer have a lake 
resource or commercial frontage. This will produce a type of 
development which will be inferior lo that that would have been 
allowed bcfore the taking. In addition. the highest and best use of the 
lake area as an interim water Source will be lost. 

The area of the part taken is 212.67 acres. 7Ws area has a land use 
designation of Urban Residential and a portion is within the Activity 
Center area which allows a greater density. This is also the prime 
County Road 951 mad frontage potiion of the subject. 

Planner Wiles has propodd various development scenarios which 
indicate that the area of the part taken before the laking could have 
supported from a minimum of 800 dwelling units to a maximum of 
1,100 dwelling units. There is no way to precisely determine this 
amount before development plans arc actually drawn and presented to 
the appropriate governmental agencies for approval. In this instance. 
we have accepted the lower end of Mr. Wiles' range and concluded 
that 800 dwelling units will be directly last because of the @king. 

In addition to the lost dwelling units, the property will lose the interim 
water source value of $1.500,ooO. The value of the part taken is 
computed as follows: 

. 

. 800 units @ S8,000/unit = $6,400,000 

Plus Lost Income from 
Water Source - 

Total - 
1.500.000 
$7,900,000 

- - '  I I A I  I I I I  I I U I  I I l l 1  I I Y I  I I A I  I I !  
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The undersigned hereby certifies that he bas no past, present, 
or contemplated future interest in the property being valued. It 
is further certified that neither the employment to rake the 
appraisal, nor the compensation therefor., is contingent on the 
values reported. 

and to 
the best of my knowledge and belief, the statements and opinions 
contained in th is  appraisal repart are. correct, subject to any 
further conditions specifically mentioned within the report. 

The estimate of the compensation due the property m e r ,  as of 
Octobar 27, 1992, is: 

I ~n inspection of the subject property has been lade, 

land 
Improvements 
Total 

$4,070,600 
-0- 

$4,070,600 

porn UILLION SEVENTY T B O I J S ~  SIX  RED DOLLARS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ($4,070,600.00) 

Respectfully submitted, 

John M. Calhoun, President IJ State Certified General 
Real Estate Appraiser 
NO. 0001330 
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LaLDken 
The taking contains aome 212.50 acrea, which includes 4.63 

acres of an access eeaement. This leaves 207.87 acres taken in 
full fee simple. Of the lands being acquired under a full fee 
simple interest, it includes 3.41 acres of coarmercial land9 and 
204.46 acres of residential lands. The coranercial landa have been 
valued at $3.50 per square toot in the before situation, while the 
residential landa had been valued at $lS.'OOO. Finally, the access 
easement is valued at 50 percent of $lS,OOO per acre. 

Potential Qmnercial: 1411,539 SF (3.41 Ac.) 0 S3.5OlSF - Say $ 519,900 
Residential Lands: 204.46 AC. 0 $111,OOO/ACSe I say 3.6110,300 
Access Basement: 4.63 AC. $in.ooo x 501 - say a 
Total (Lands Taken) $1,241,1100 - 

None of value 

R a m u s s  
The remainder lying immediately north of the take-area and 

comprising a part of the triangle before the taking contains only 
9.40 acres after the taking. This includes 3.60 acres of uplands 
and 5.80 acres of wetlands. The uplands will be isolated by the 
taking, since they are situated along the canal and separated from 
County Road 951 by wetlands. Before the taking, theae uplands 
connected with uplands situated within the take area. Therefore, 
the triangle remainder has no practical use by itself. As such, it 
has been reduced in value from $18.000 per acre before the taking 

$16,750 per acre, au follows: 
to $1,250 per acre after the taking, which reflects damages of 

9.40 Ac. 8 $16.750/Acre - Say $157,400 
The larger remainder property lies to the east and north of 

the triangle, and contains aome 1,692.35 acres. This includes 
920.90 acres of uplandu and 771.45 acres of wetlands. The 
appraiser has consulted with HartmM and Associates, as well as Mr. 
David DaPew to ascertain the impact. if any. on the remainder 
landa. The issues studied have been varied, and it is found that 
the taking does not cauae any adverae impact to the landa lying 
east and north of the triangle. Therefore, the only lands 
Buffering any damages by reason of the taking are thoae located 
within the small triangle remainder. 

SUmmKv 

Land Taken 
Improvements Taken 

meal  $4,399,200 
Damages 157.r100 

$4,241,800 
-0-  

9 

, 

% 
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/ ACCOUNTING INSTRUCTIONS 

shall be charged to the utility plant account appropriate for thc 
class of property leased. If the service life of the improvement 
is terminable by action of the lease, then the cost, less net 
salvage, of the improvements shall be spread over the life of thc 
lease by charges to account 407.1 - Amortization of Limited Term 
Plant. nowever, if the service life is not terminated by action 
the lease, but by depreciation proper, then the cost of the 
improvements, less net salvage, shall be accounted for as 
depreciable plant. 

B. If improvements made to property leased for a period of mol 
than one year are of relatively minor cost, or if the lease is fc 
a period of not more than one year, the cost of the improvements 
shall be charged to the account in which the rent is included 
either directly or by amortization thereof. 

24. Utility Plant - Land and Land Rights 
A. The accounts for land and land rights include the cost Of 
land owned in fee by the utility and rights, interests, and 
privileges held by the utility in land owned by others, such as 
leaseholds, easements, water and water power rights, diversion 
rights, rubmersion rights, rights of way, and other like interes 
in land. Do not include in the accounts for land, land rights. 
rights of way costs incurred in connection with first clearing a1 
grading of land and rights of way and the damage costs associatei 
with the construction and installation of plant. Such costs sha 
be included in the appropriate plant accounts directly benefited 

8. Where special assessments for public improvements provide 
deferred payments, the full amount of the assessments shall be 
charged to the appropriate land account and the unpaid balance 
shall be carried in an appropriate liability account. Interest 
unpaid balances shall be charged to the appropriate interest 
account. 
included in the general tax levy, the amount thereof shall be 
charged to the appropriate tax account. 

C. Separate entries shall be mad@ for the acquisition, tranSf 
or retirement of each parcel of land, and each land right (excep 
rights of way for distribution lines), or water rights, having a 
life of more than one year. A record shall be maintained showin 
the nature of ownership, full legal description, area, map 
reference, purpose for which w e d ,  city, county, and tax distric 
In which situated, from whom purchased or to whom sold, payment 
given or received, other costs, contract date and number, date 0 

If any part of the cost of public improvements is 

I -  
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ACCOUNTING INSTRUCTIONS 

recording of deed, and book and page of record. 
transferring or retiring land or land rights shall refer to the 
original entry recording its acquisition. 

D. 
land or land rights, less agents' commissions and other costs 
incident to the sale, and the book cost of such land or rights, 
shall be included in account 4 1 4  - Gains (Losses) from Disposition 
of Utility Property, unless a reserve therefore has been authorized 
and provided or, unless otherwise authorized or required by the 
commission. Appropriate adjustments of the accounts shall be made 
with respect to any structures or improvements located on land sold. 

E. The cost of buildings and other improvements (other than 
public improvements) shall not be included in the land accounts. 
If at the time of acquisition of any interest in land, such 
interest extends to buildings or other improvements (other than 
public improvements), which are then devoted to water operations, 
the land and improvements shall be separately appraised and the 
cost allocated to land and buildings or improvements on the basis 
of the appraisals. 
without being used in operations, the cost of removing or wrecking 
shall be charged and the salvage credited to the account in which 
the cost of the land is recorded. 

P. 
purchase of more land than needed for such purposes, the charge to 
the specific land account shall be based upon the cost of the land 
purchased, less the f&i~~?gke,t-va&s of that Dortion of thclaad 
which is not to be used in utility operattono. r n e Y  m t i o n  of the 
cost measured by the fair market value of the land not to be used 
shall be included in account 103 - Property Eeld for Future Use, or 
account 121 - NonUtility Property, as appropriate. 

Entries 

Any difference between the amount received from the sale of 

If the improvements are removed or wrecked 

When the purchase of land for utility operations requires the 

G. 
accounts for limited term interests in land so as to apportion 
equitably the cost of each interest over the life thereof (See 
account 110.1 - Accumulated Amortization of Utility Plant in 
Service, and account 407.1 - Amortization of Limited Term Plant). 
Utility Plant - structures and Improvements 
A. The accounts for structures and intprovements include the cost 
Of a11 buildings and facilities to house, support, or safeguard 
property or persons, including all fixtures permanently attached to 
and made a part of buildings and which cannot be removed therefrom 

Provision shall be made for amortizing amounts carried in the 
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plwEREpLyTo clearuater 

November 24. 1992 

Ws. Karen Olson Tcasley 
Southern States Utilities, Inc. 
Vice President of Legal Counsel 
io00 color Place 
Apopka, Florida 32703 

- .. Re: Property: 212.70 Acre. 
County : Collier 
Owner. : Marguerite R. collier, 

Lamar Gable and Harold 
f. Lynton, et a1 

INVOICE 
Inspection of property, conferences with representative 
of Southern States Utilities, research for both 3 19-j 
commercial and residential land sales throughout Collier 

~ 

County, research land use issues. inspect all sales and - 
verify all data, analysis of data, and preparation of 
appraisal report. 

J Calhoun : 20.5  Hours @ Sl35.00/Hr. - 
C. Xafera : 112.5 lio~irs '2 $ 85.0O/Hr. - 
Subtotal (Services) 
Expenses (See Attached) 

s 2.767 
2AS.2 
12,329 
2 

Total Invoice Amount $ 13,051 

%* a@ 



' EXHIBIT RFD - 3 (PAGE 18 OF 29) - SOUTHERN STATES UTILITIES. INC. 
DOCKET No. 950495-Ys - 

The subject prope 
by Callrer county- In a 
approval for ucavati 
district is to provide lands for agricultural, pastoral, and rural 
land uses by accommodating traditional agricultural, agricultural 
related activitiea and facilities, support facilitiea rolated to 
agricultural needs, and conservation u e s .  

The permitted usea vithin this zoning district include singlo . 
family dwalling, agricultural activitiea, Wildlife MMg.Mnt, 
wholasale plant nuraeries. and oil and gas uplorations subject to 
state permits and collier County site development plan reviev 
procedures. Some of the following uses are permitted as 
conditional uses in the Rural Agricultural District. These Usas 
include oxtraction or earth mining, saw mills, cemeteriea, 
churches, communication towers, golf courses, sporting and 
recreational camps, and achools. 

The minimum lot area is five acres and the minimum lot width 
is one hundred and sixty-five feet (165). The maximum density is 
one dwelling unit per each five acres, which is the same as the 
minimum lot area. 

The Land U s e  Plan by Collier County designates the p r o p e r t y  
Urban Residential and Activity C enter. Th e lands aesLgnarea ur an 
'Aesidentlal contain 208.5 acre. and e lands designated Activity 
Center contain 4.2 acres. The lands located within the Activity 
Center are located in the apex of the southwest corner of the 
property. The Urban Residential district is intended to provide 
for higher densities and in an area with relatively few natural 
resource constraints and where existing and planned public 
facilities are concentrated. This designation has a base deMity 
of four units per acre that is adjusted on a density rating system 
that can add or subtract allowable units dependent upon certain 
criteria. The subject property is located within a traffic 
congestion zone which decreases the attainable density by one unit 
per acre. 

The Activity Center subdistrict is designed to concentrate 
almost all new commercial zoning and locations vhare traffic 
impacts can readily 'be accommodated, to avoid strip and 
disorganized patterns of commercial development and to create focal 
points within the community. A portion of the subject property is 
located within a mixed-use activity center, which is anticipatedto 
have a variety of uses that shall be determined during the re- 
zoning process. 

19 
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ExRwrwi 
The subject property is located along the east side of County 

Road 951 (Isle of Capri Road), approximately one-quarter mile 
northeast of u.8. 41 (T?daBi Trail). nore generally speaking, the 
property is located approximately six miles southeast of downtown 
Naples in unincorporated Collier County. 

The subject property contains 212.7 acres and is triangular in 
shape. The site has 4,206.78 feet of frontage along County Road 
951, which borders its westerly property line. Within the property 
there are two lakes which contain a total of 54.30 acres, which 
leaves 158.4 acres of uplands. The uplands area represent 74 
percent and the lakes 26 percent of the property. The east 
property line is bordered by a drainage canal which connects with 
Henderson Creek to the south. This frontage measures 4,172.01 
feet. 

 he subject property is zoned A (Rural Agricultural District) 
with a provisional use for excavation. The Land Use Plan 
designates the property at Urban Residential and nixed-Use Activity 
Center. As previously stated, the Activity Center appliee to 4.2 
acres located in the southwest region, which represents two percent 
of the total property. In addition, the property is located Uithin 
a traffic congestion zone which reduces the attainable density for 
residential purposes. 

The general area has experienced growth Over the past decade 
which has slowed in recent years. This is a result of thm nurbar 
of projects that have commenced and the current economy. Located 
across County Road 951 is the Ialy development, which is a large 
scale mixed-use project including golf courses, hotels, commercial, 
single and multi-family homes. The development has plans for 1 , 8 0 0  
single family homes and 8,300 multi-family units, and 84 acres of 
commercial with a variety of uses. 

?he Eagle Creek development is located in the southwest 
quadrant of county Road 951 (state Road 951) and U.S. 41. This 
project encompasses 298 acres and has plans for 656 residential 
units, which reflects a density of 2.2 units per acre. This 
project has an 18 hole golf course, luxury estate homes, and 
villas. 

In estimating the highest and best use, the appraiser 
considers those uses which must meet the test of economic demand, 
given the constraints of the physically possible and leqally 
permissible uses of the site. In addition, the highest and best 
Use must be financially feasible and maximally productive. The 
subject property has improvements on site which have been excluded 
from valuation in the appraisal report. Therefore, the appraiser 
Will analyze the highest and best use of the property "as vacant."/ 

F 
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The subject site contains 212.7 acres and is triangular in 
shape. The property has the physical size that could accommcdato 
a residential type use. The mubjoct is considerod to have the 
physical size and characteristics that would bo suitable for such 
a development. The southweat portion of the property, which IS 
located in the Activity Center is physically suitable for an 
intense type development. The northeast portion of the lands 
within the Activity Center are located within the south area. 

AS previously discussed, the aubject property is zoned A 
(xural Agricultural District) w i t h  a provisional use for 
sxcavation. It would bo necessary to re-zona the property for both 
residential and commercial uses. Under this zoning clamsification 
the maximum density in one unit per five acres, which is an under 
utilization of the property. It is anticipated the residential 
lands would be re-zoned to allov for a more intense development. 
In addition, the lands within the activity center would also 
require a re-zoning to allow a commercial development. In 
analyzing the highest and best use, a potential developmentmUSt be 
financially feasible and maximally productive. The residential 
lands are considered to be well suited to a residential type use. 
In addition, the southwest portion of the property is considered to 
be oriented towards a commercial use that would be consistent With 
its Land Use Plan Designation. 

In conclusion, ,the highest and best use for the total property 
is for residential and commercial uses. The majority of the 
property is suitable for residential development and a small 
portion is expected to be developed vith compatible COnUnerCfal 
uses. This combination of uses is considered to be financially 
feasible and a naximally productive use of the property and will 
occur when the economic outlook is more optimistic and demand 
increases. 

9 
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The subject property includes a 53-acre lake system which i s  nrmntly 
king used in conjunction with the infiltration galleries on the prop2rty 
as a major water source for Marco Island: This water source has been 
under lease for 30 years. This lease was set to expire on December 31, 
1994. The lease has not been adjusted to market rates and. therefore. 
is nor indicative of economic rent. Were it not for the taking, wc have 
projected that the lease would have been extended on a short-term 
basis. We projected that this term would have been approximately 5 
years or until development approvals and permits were obtained and the 
southern portion of the parent tract was ready for development. 

In order IO calculate the interim value as a water source, we first 
estimated the gross income from the water sales. 7he gross income 
from the water sales is calculated by multiplying the projected annual 
gallonage timer the market rate of water. The projected annuaJ 
gallonage was bawd upon historical gallons pumped. An analysis was 
prepared comparing the volume permitted versus the actual volume 
extracted. An analysis prepared by engineer Gerry Ward was also 
considered. Based upon all the data we analyzed. we projected that 
annual gallonage would be 1,800.000.000 gallons per year. 

The next step in determining the gross income from the water sales is 
to determine the current price paid for water. We located several other 
water sources throughout the state of Florida, and conducted a sNdy lo 
determine the current price being paid for water. We also studied and 
researched the rates proposed by the city of Naples to provide water lo 
Marco Island. Based upon this study, we assumed that the market rate 
of water would be $0.25 per 1,000 gallons. Multiplying the projected 
annual gallonage times the market rent results in an annual gross 
income from the water of $450.000. 

. 

We then determined the expenses to the property. The properly taxes 
at the date of value were approximately $41,500. Other expenses 
considered include insurance, management, etc. We estimated a total 
expense allowance of 10%. or $45.000. Subtracting this from the 
gross income results in a net annual income of $405.000. 

The water source is considered a short-term interim use of the 
prowrty. It is projected to continue only to the point where all'the 
development approvals are obtained and the property is ready for 
development. Leaws are typically renewed for a period of 5 to 10 

22 
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LOTUS FILE: CALC 

W S O N  ACREAGES ACRES PWCENT ALLOCATED CORRECTED 

w ( E S  S.28 30.9% 3,670,800 UAS-Water 

REAL 
DATE APPRAISER PARCEL ESTATE F'ERCEM 

APT-95 HANSON SERVICES $3,m.454 $3,298,416 91.4% 

APR-95 KLUSZAASSOC. @ 7.QW,000 8,400,000 81.0% 

JUN-94 CARROL 7200.000 4.770.000 

AVERAGE 79.6% 

ALLCC 
PURCHASE 

PERCEM PRICE 

20.4% $1,876,800 UPIS-Watsr 

79.6% 7,319,088 Rwl Estas 
0 -LANDS-S 

UPLANDS --____ - 
lW.0% $9ZW,000 Condemnation 
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the amenity until the ame- 
ii wmponents in the projst 
7kacl Or other mnkachtal 

are allocated appropriately 

fic individual mmponents 
ion cost (reduction) of the 
ficindividud components. 

n a developer retains own- 
amenity is capitalized as a 
nity includes d i r e  costs, 
an costs. induding operat- 
of substantial completion 

der F-7, however, the 
itimated fair value of the 
i wmpietion Any costs in 
lenity at the expected date 
d for as mmmon costs of 

-eady for ik intended use, 
ost of an amenity not in 
mined. This cost becomes 
The subsegnt bas? for 

amenity is captahed 
iated fair value at its date 
ledepreciation to thedate 

I and availability for its 
amenity that is owned by 
veloper's ament  net in- 

Y 

usually omrr during the 
ecf and are intended to 
mations do not indude 
n the proposed develop 

M6ulr Cousdlnilill Rmhl Opxmnr 

ment of the real property. For example, revenue received from bill- 
board advertisements laced on the pmperty OT misellmeow wn- 
d o n  income would& classified as incidental opratim. 

If the inmanental revenue received fmm M d e n t d  operations 
exceeds the d a t e d  inuementd costs, the diffemnce is aemmted for 
as a duction of the capitalired wsk of the red estate project. fius, 
when incidental operations of a real estate 

of 
profit. Under F M 7 ,  however, the same docs not hold hue if the 
incidental operations result in a loss: If the incremental torts of 
incidental operations exceed the related inmemental m u * ,  the 
difference is charged to eqense when i n d  @ M 7 ,  p u  10). 

the capitalized costs of the prcject are P uced by the amount a 

Allocation of Capitalized Costs 

All capitalized costs of a real ntate p m j e  are allocated to the 
individual com 
requires thal cap%Itz& mhbe allocated by the spcdfic idmtifica- 

nents wVun the project If practicable, PAS&- 

tion method. Under thi5 method, capitalid Fosts are identified 
specifically with the individual components within the real estate 
pro+. However, if it is impractical to use the specific identification 
method to allocate capitalized c o s t s , ~ r e q u i r r s  that allocation 
be made, a5 foliows (FAS-67, par 11): 

land costs only capitalized costs associated with the land prior to 
any construction are allocated as land costs. Land wsts prior to any 
mnstruction indude capitalized land costs and other prewnskuction 
w m m o n  wsts related to the land. including pmnstruction cum- 
mon costs of amenities. 
Total capitalized land cosk are allocated b a d  on the relative f I 

value of each land ppral prior to any conshumon. A ma par- 
may be identitied as a lot an aue, acreage. a unit, or a tract 

Conrhuction costs Capitalized wnstruction costs are allocated 
based on the mlative sales value of each individual structure or unit 
located on a parcel of land. In the event ca italized costs of a real 
ntatepropctEaMotkaUoatedbythesecidentifi~tionmethod 
or the relative sales value method, the capitalized mst shall be 
allocated on area methods or other methods appmpriak under the 
circumstances. 

GMP GUIDEI6l.W 
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EXHIBIT RFD - 4 (PAGE 1 OF 321 

AUDIT SICEPTIW 10. 3 

nms1 As s ta ted  in Exception Ne. 2 ,  Southern Statom Utilities, 
Inc. is required t o  maintain its books and recorda in croniorrity 
w i t h  the 1984 Class A NARUC Lbiforn *sten of &COUZlb pu RUlO 25- 
30.115, Florida &ddniE+ratiVO Code. 

me Daforred Debit. account i led in the -ant BSW Rate 

purchase of vater  source land known as the Dud. ProprrtY. 

&@ 

Proceeding contains $886,409 /-9 for the developrur+ and U l t i u t O  

NARUC Class A Water Uniform System of ACCOWlts 

when the purchase of land for u t i l i t y  
operations requires the purchaso of mor. land 
than needed for  such purposes, the charge to  
the specif ic  land account shall bo bamd upon 
the cost  of the land purchased, loss the f a i r  
Mrket value of that portion of the land which 
is not t o  be used in u t i l i t y  operations. T h m  
portion of the cost manured by the fa i r  
market value of the land not t o  bo umod s h a l l  
be included in account 103 - Proputy mld for 
future  -0,  or  account 121 - mo-utility 
oroputy ,  a s  appropriate. 

In 1992 Southern States hired and paid Appraisal Resoarch to do an 
appraisal of the mining potential  of t h m  Dud. Property. 

in Section I statu in whole, 

The value of the mining potential  of the Dude Property with 100 
acres used as a borrov p i t  was stated by Appraisal Buoarch to bo 
$3,600,000. 

southeam State. providod an April 4,  1991, lettor botweon tw of 
its officers outlining its planned provision of r a w  i r r igat ion 
vater  for  Mass. Mutual Golf Course. The lettor statd that, 'Water 
supply for  this project w i l l  ccne from tho "Dude Project" 
(Southfield Parma)." 

. - . . , ... , , , ." , , , ,, 
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OOIpIwi the appraisal 
states tbat 100 acre. were available for the pit lining. Allocating 

devaloprPn+ costs basd on 
a water source yields the 

PERCENT 

f olloving: 

Out of the 160 acres of the Dude property, 

nining acres ' 100 6J.58 

Total costs to be allocated are: 

Mining percent 

Development costs allocated to mining $554,000 

Balance allocated to water mource aiUQ2 

T o t a l  allocated $886,409 

was to provide raw irrigation water as an intuim step towards 
eventually providing treated effluent for irrigation. 

A. mentioned in the Facta section, s0uth.m States provided a 
letter between two of its officers ~ e :  ~ a w  water supply - mss. 
mtual Golf Course outlining and mapping it. planned provision of 
raw irrigation water for Has.. nutuai Golf ~ourse. 8 e m  MP from 
letter attached. 

Xxpenditures lade With the Objective of -ing nonutility in- 
are nonutility in nature. 

mcommtwi~~w: Reclassify the $886,409 in deferred W i t s  to 
account #426.13 niscellaneous Nonutility gcpanses - ~relirinsry 
survey and investigation .xp.nses related to abandond projects. 

COltPAaX COlUBnTB: Company may respond at a later date. 
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August 10,1992 

Julian L H. Stokes, MAI 
APPRAISALRESEARCH CORPORATION 
2629 South Horseshoe Drive 
Suite 2 
NaplqFL 33942 

RE: DELTONA/Dcltona UtilitieJ, Inc - SoutL6dd Farm Water 
purchase Agreement - w o d  Use Application with Collier 
comty, Florida 
Our File No. 074200502 

Dear Julian: 

Enclosed herewith please find the following: 

1. A current propwed Excavation Plan for the property showing the propwed 
Lake Area (without the trenches) and showing the Wadiag Bird Habitat 
management area to be maintained on the propeny; 

An updated review of volume yields for the property prepared by Bob 
Lockhart. 

By wny of cxplanntion, the current COUD~Y conditions restricts the excavation of the property 
to a 15'-20' limit udess the excavation can @de proof that deeper excavation wiU not 
destroy the marl layer located under the lake. Bob feels that if there is no water withdrawal, 
this requirement restricting the depth of the cxcBvatioD could be removed. In addit io~ the 
County conditions require the maintenance of the wading bud habitat management area 
which also restricts the amount of excavation on the property. As such, the anticipated 
yields from the property will be as follows: 

Approximately 4,000,000 Cubic Yards. if the Wading Bird Area is required 
and the depth restrictions apply. 

Appmxbnately 5,000,000 Cubic Yards, if the depth restriction is not 
applicable, but the maintenance of the wildlife area Will be required; and 

2 
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JIllian L H. Stokes, MAI 
ApPRAlsAL RESEARCH CORPORATION 
August 10,1992 
Page -2- 

3. Approximately 6,350,000 Cubic Yards if neither the Wildlife Area nor the 
depth restriction is required. 

In addition, Bob feels that the front 36 acres will be utilized as a part of the excavation 
project and that its residW1 value will not be substantial He fiirther believe3 that fmrrs 
have not traditionally paid for water withdrawal rights and that it is not very probabk that 
they can be convinced to pay for the right to remove water from the Pit nor to pump water 
unto the Pit during the respective dry and wet seasons. He feels, therefore, that the only 
value to the property would be the present value of the excavation of the property. Under 
the County conditions at the end of the excavation, the Owner will be required to donate the 
property to some foundation or governmental entity for wildlife maintcnan~e purpora. 

Please contact Bob for a more thorough explanation regarding thac calculations. As I 
indicated, we are looking for a value of the property based on the assumption that SSU will 
not be able to obtain the rights to Qtract water from the property for ita Msrco lrland 

It is my further understanding that Dan Howard contacted SSU and advised them that my 
statement that you were not previously authorized to do an appraisal for SSU was inmct. 
Accordingly, I presume that you have received those htructions h m  him and that you can 
proceed to pmvide us with the appraisal we require as soon as p i b l e .  

utility systems. 

lcm-s 
encl. 

c: Karla Teasley, Esq. 
Mr. Scott Vierima 
3.6 L * r * h - - ? -  
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3ryan Milk, Project Planner V I A  TFZLECOPY AND 
gevelopment Services DeparGenx us MAIL 
Community Developmenr Division 643-3266 
Collier County Governmenr 
Zaoo North Horseshoe Drive 
::aples. r Z  23942-6917 

Re: letition PU-91-1, Southfield Farms LTD V 
.. 

3ear Eryan: 

We appreciated the oppomnity of meeting with you and 
other nembets of the Couney staff on March 27, 1991 on behalf of 
our client. sou*field Farms LTD V. a e  purpose of-this 
correspondence is to Summarize and confirm the VariOUS issues wa 
discussed at this meeting. 

our 'clienx :sill seek a provisional use on its Property 
for t;ro separate uses: 
fursuant to our discussion. %e will also seek ?io excavation 
,ermlrs for each or 'Ce above uses.. 

-dater extracxion and earrh mfninU. 

It is our clienc's intenrion TO address f h s x  all - issues pertaining to the water extraction permit. It is our 
undersranding char the Councy w i l l  assess separately any 
3nvironmental issues relative to our clienc'r provisional use and 
?ernit requesr for warer exuaction. our client's projecx 
engineer. Robsrr Lodchart, PE will work with the County in 
Smparaxing these ?so "~rojects". Therefore, our client's attempt 
t o  quickly obtain an excavation permit for its water exraction 
operations will not be delayed as a result of aaxters related 
priarily to the mining porcion of the projecc. 

It is further our underscanding that Barbara Burqeson 
will recommend approval of our client's.provisiona1 use request 
va the Environmental Advisory Council subject to the.six 
stipulations and conditions set forth in 'her handwritten memo 
Which was daliverad to us at the neetinq. These stipulations 
m s t  be satisfied as discussed in the meeting prior to the time 
the excavation permit is issued. 

1 

2: 
44.:. 

@ 
.y 

i 
IZ that regard. Barhara 

- L -= 5 
"-..0"0. n M.O. O..l*IIC". n-.* ..In .-*. .. 23.- .-"o.IoI 

r*o O".r.nn=* CUI\ 2,e m0V.L ..** u '=I4 ..U.O.O .-""I 



:4r .  iryan Milk. F:ojecr ?lanner 2 ::arc= 23, 1391 

Burqeson.has also agreed tkac the environmental rssues raised by 
XAm Dryden of tke Came and Brash Water Fish cammission can be 
addressed in conjunction with the excavation permit and should 
no= delay ths provisional use process which can be handled 
through stipulations. 'inally, w e  underszand that Kim Dryden's 
recommendation r3 preserve the northern quarrer of the proposed 
bomow pit area on tha subject propersy may nor ba necasmary. 
Tha petitioner will have an opporrunity through an appropriats 
manaqement plan ra lessen %!is preservation areal Similarly, the 
go day review period set forth in Section 7 may be avoided and 
~ i m  will work vith the Fish and Wildlifa Department to achieve 
this result. 

does not constitute a development of regional impam for mining 
operations pursuant :a Chapter 230. 2orida statuces. 'IOU have 
informed us that you are concerned that +he project's goal of 
producinq some 4,000,000 gallons o t  waxer per day for tha 
residents of Marc0 Island nay reach the thresholds for a D R I .  It @ is our understanding that you ire not concerned with the 100 acre 
mining rhreshold sex forrh in the D R I  criteria. Providing Staf f .  
persasts In requesting further assurances, w e  will provide YOU 
vith a determination from tha Deparcent of.ComInunity Arfairs 
that our client's project does not constitute a ORI for p y I p O S ~  
of water consumpZion relative to mining operations.- 

you scheduled and tzust you xi11 not hesitate to contact Be if 
any of the matters set forth in this latter are inac-ate as O u r  
client Vi11 be relying on the County's stateaents duruIg the 
xeeting. 

Additicnally, -de will establish that tke entira project 

Again, w e  sincerely appreciate tha baneficial meatin9 

J. Dudlay Goodlette 
JDGldja 
CC: Xr. Jack Rohson, Southfield Farms 

Mr. John Madajewski, collier county  project Review Services 
M r .  R.A. Terrero. Southern Utilities System 
Mr. Lloyd Horvath, Missimer and AssOciateS 
Mr. Arsenio Milian, Xilian. Swain L AseoCiataS 
Mr. xlberco Argudin. Xilian, Swain L Associates 
MS- K i m  Dryden, Florida Game Fresh Water and Fish Commission 
Mr. David BNtchBr. Collier county Project Review Services 
Ms. Barb Burgeson, collier cou,nty Project Review services 
Ms- July Adarmes, Collier County Projecr. Review. s w i c a s  . -  Robert Lockhart. P.E. 
Kevin G. Coleman, Esquire 

KGC\LTR\Milk L 2= 
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April  3 ,  1991 , 

:e. aalph Terrazo, P.E. 
Southern States U t i l i t i e s ,  Inc. 
1000 Color Place 
APOPka, FL 32703 

8 . 8  S O U t h i i e l d  V-1 -vation L Water 
Extraction P e r m i t s  

.@ 

D e a r  Ralph: 

Below f ind  the list of iseues discussed during our m&hg of 
March 27th w i t h  Collier County's staff, the Game and Fr-h 
Water F i a h  comnussron representative, and all the others 
i d a t i f l a d  kr the attached list of attnndants: 

1) B o b  Lockhart. tho engineer hired by South Field Fanus t o  
procure the excavation permit for  the mining opera-cion. 
w a s  advised by Bryan Milk. Project Planner for Co l l i e r  . 
provisional use designation vas required from the Board 
of county comnissioners pr ior  t o  rinaJ. approval t o  
commence. 

&I you may recall I made the observation that in (r 

previous m e e t i n g  w i t h  John Madajevaki, mnaqer  of tha 
Project  Reviev services Department, he indicated that 
Marc0 Is land U t i l i t i e s  vas exempted from the 
requirements established by Ordinance 88--76 and o ther  
standards and proceduree ordinances and no permits wore 
required. Although w e  have a letter s t a t ing  so. it is 
my advike to follow h i s  suggestion and obtain separate 
provisional use deteraFnations fo r  both, the raw w a t e r  
ex t rac t ion  and the mining operation. My impression w a s  
t h a t  they are w i l ~ n g  t o  expedite thm procasa, 
especial ly  for  the water withdnval portion. 

Bryan was also Gearrain whether a D.X.I. mny be 
required by the Department of cononunity A f i a i r s .  me two 
main reasons mentioned by him t h a t  m y  trigger the 
D.R.I. pursuant t o  Chapter 380, 7.5.  were: a )  1s the @ 
mining operation exceeds 100 aores por year an@ b) If 
w a t e r  extraction exceeds 3 MGD. 

county's oevelopant  services Dsparcllmnt, that a 

380 ' 33Ud 
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zack Robxon addressed =!e 3rst ;=em. cy VovidinQ 
oonsrrucrion scnedula iz unich =xning oi tCa 260 acre 
site w i l l  be c=mpletPd 13 a l o  y e a r  F'riod. 2mrmrore 
;¶a &-ashold vi11 t a t  ca exceeaed.. 

ilia regard z: ct.0 vater  e-ccion. -he attorney ::r 
cuyumincs G Lockwood interpresed tkaf t50 3 XGD threshold 
is re la tad  :a miniza operations. and t s a t  Sou- Field 
Farms w i l l  not necessitaca ts oump any w a t m r  i=r =iniig 
purposes. ?>e *dater 'Jitkdrawal is Zor .dater supply 
purposes and therefore foes ' -31: . fa1 h t o  3.C.A. 
requirement's t ke rho ld .  S t  was decidod ' &-hat 
determinarion from D.C.X. sill be requcxred t o  a s u r z a i n  
tbe councy =%at such in tamre ta t ion  is valid. 

2 )  A number at issues w e r e  xisad 2y earbara aergeson. 
regarding Zse wes t ions  addrueed in me 'memorandum of 
G a l l  G. Gibson. Senicr Hydrologiss :or Col l ie r  County's 
Pollution contrcl  Ilaparrans. His concerns =a =he 
pozential :or s a l t  -aizer rrpconinu Cue t o  t¶r water 
withdraval was proFerly addressed by Lloyd HorvaKh, who 
provided %¶em w i t h  a c09y cf his so lu te  t rantporr  
maelmnu, ana ~ L L L  SUUU~~ LU bpri~:y 

Other Concerns such as =?e presence of the confining 
layer  a t  -0 2 0  2. depth not appearing ' m i f o d y  
throughout L-he en t i r e  s i t o ,  the irpaoe t b  tke quality 
and w a n t i t y  of water available to other. ground water 
Uses in 'he vicinity of our withdraval. etc. v u e  
discussad i.? deta i l .  In  ny opinion, the agency w i t h  
ur isdict ion fo r  ').ase quesrions is tho South Florida 4 a t e r  Manaqement District. m y  ravlewed the mdmls. 

and thev were: Satisfied t h a t  -%e proposed Yithdrawal 
would sot *?air -dater, qaaliry or  %-a beneficial  use t= 
other  aooroved water zsers. z;r!z=rz hareed -2s f) c q y  
of't!Ia consumptive 3s. permit w i l l  be su f f i c i en t  =a 
soothe rhore concerns, snd Lloyd Iiowazh 'iatonded -3 
Iollow =kzouctn on tiieee requircnenes. 

5 )  One O r h e r  issue discussed was t h m  *act t o  wi ld l i fe  as 
a r e s u l t  of the proposed projeet. !rRa Florida G a m a  and 
Fresh Water ?Ish Commission representative agreed &%at 
if w e  were ta seFarate the application of provisional 
us0 just 2 r  :tator axrraction, =?at mitigation could be 
addressed l a t e r  during =¶e excavation permit procons. 

The ul t ina te  x i t l g a r i m  request f o r  .I Xading h i r a  
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managamant area t o  bo ratablishad in tha northern p a n  
or the property, muas to be acemprd by South P i r L d  
Farms, and doar aoz a pear to be * M  abatacla in 

Ralph, this is my bmst recollection of the nab top ics  
discussed a t  the mraring. PlmaSe call m e  if you have 
any questions or namd additional inlomaation. 

, proueding w i t h  o w  appdcation. 

Sincerely, 

MI=. S W N N  C A S S O C U T M ,  INC. 

A r s e n i o  Milian, P.E. 
PrRaident 

. 
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May ?, 1991 

H r .  Tom Beck 
Bureau Chief 
Department of Community Affairs 
2740' Centerview Drive 
Tallahassee, FL 32399 FNGINEERING OPT. 

MAY 21 1991 

Be: Southfield ranas - Excavation L Water Extraotioa Pexmita 

Dear Tom: 

3 s  discussed during our conversation, find below ' a 
description of the two different functions to be pariormed in 
the above referensea project. 

(U.S. 41) in Collier County. 

Xarco Island Utilitlee plans to construct and operate a r a w  
water pumphg st'ation and a transmission line, w i t h  the - intention to complermit their existing source and improvr the 
water quality during the dry seaaon. A consumptive use 
pemithae been obtained from the South F l o r i d a  Water 
KaImgemnt District to pump 4 EGO by expanding an existing 
trench that was excavated sone years ago as part of a rock 
mining -. operation that had been abandoned. 

The second-purgose of-this 'projanls~-Ieinitiate. the rock 
miningoperation. This use will be closely monitored 6y 
Marso Island Utilities to prevent contamination or 
degradation ofithe water quality. 

In the process of obtaining the necessary approvals, the 
Collier county Planning Department has determined that 
provisional uae permits are.required for both, the raw water 
extraction and the mining operation. The staff is also 
requesting clarification from the Department of Colnmunity 
Affairs whether a DRI should be required. two main 
concerns mentioned were related to chapter 380 F.S. 
Thresholds: a) If the mining operation exceeds 100 acres per 
year and b) If water exrraction exceeds 3 MGD. 



Ht. TO= B O C ~  
Bureau Chief 
Department of Community 
2740- Centerview orive 
TallahaSSOO, PL 32399 

8.: Southfield Perm3 - ~xoevation c wetar nxtrrotion Porntits 
Dear Tom: 

AS discusead during our conversation, find below ' a 
description of the G o  different functions to be performed in 
the above referenced project. 

Southfield Farms, LTD. V o m s  a 160 acre site located in the 
southeast quarter of section 7, TWP 51s. RGE 27E, which is 
approximately four miles east of S.R.  951, fronting S.R.  90 
(U.S.  41) in Collier County. 

Marc0 Island Utilities plans to construct and operate a raw 
water pumping seation and a transmission line, with the 
intention t o  complement their existing source and imPr0- the 

-water quality during the dry season. A consumptive Use 
permit has been obtained from the south Florida Water 
Management District to pump 4 MGO by expanding an existing 
trench that was excavated sone years ago as part of a rock 
mining -. operation that had been abandoned. 

The -second- p ~ o ~ e ~ _ t h ~ p - r ~ e c r - i s _ t o _ .  reinitiate the rock 
minin o eration. This use Viii be closely monitoredSy 
i 4 i d k k i i ~ t i ~ i t i e s  to prevent contamination or 
degradation oflthe water quality. 

In the process of obtaining the necessary approvals, the 
Collier County PlannFng Department has determined that 
provisional use permits are required for both, the raw water 
extraction and the mining operation. The staff is also 
requesting clarification from the Department of Community 
Affaire whether a DRI should be rewired. The two muin 
concerns mentioned were related io 
Thresholds: a) If t h e  mining operation 
Y a a r  and b) If water extraction exceeds 

- 

chapter 380 F.S. 
exceeds 100 acres per 
3 MGD. 



May 7, 1991 

nr.  om ~ e c k  
Bureau Chief 
Depawent of community Affairs 
7740’ Canterview Drive 
Tallahassee, FL 32399 ENGlNEERlffi om* 

HAY Z1 1991 

8.: southfimld ~rrms - Elcrvrtion c Water atraotion Permits 

Dear Tom: 

AS discussed during our conversation, find below ’ a 
description of the two different functions to be performed in 
the above referenced project. 

southfield Farms, LTD. V owns a 160 acre site located in the 
southeast quarter of section 7, TWP 515, RGE 27E, which is\ 
approximately four miles east of S.R.  951, fronting S.R. 90 
(u.s. 41) in Collier county. 
narc0 Island Utilitiee plans to construct and operate a r a w  
water pumping st‘ation and a transmission line, with the - intention to complement their existing source and improve the 
water quality during the dry season. A consumptive use 
permit has been obtained from the south Florida Water 
nanagaent District to pump 4 MGD by expanding an existing 
trench that was excavated sone years ago as part of a rock 
mining operation that had been abandoned. -. 
Tha-second pprpos-eLf - thr  $rd ect-is- 3.0. reinitiate. the rock 
=inin++ o eration., This use Viii be closely monitored i5y 
X E E o  s a n d ~ t i l i t i e s  t o  Drevent contamination or - 
degradation of‘the water quality. 

In the process of obtaining the necessary approvals, the 
Collier county PlannFng Department has determined that 
provisional use permits are required for both, the r a w  water 
extraction and the mining operation. The staff is also 
requesting clarification From the Department of Community 
Affairs whether a DRI should be required. The two main 
concerns mentioned were related to Chapter 380 F.S. 
Thresholds: a) If the mining operation exceeds 100 acrms per 
year and b) If water excraction exceeds 3 MGD. 

zaa .3Bud 



The first issue was addressed by providing a construetion 
acre sate will bn 

.33$lated an a LO Y e&r perroa , amcetcaiEtna-3 
threshold of 100 acres/year will not be exceeded. W i t h  

MGD threshold for D R I  ia only related to mining operatlons. 
It i s  anticipated that Southfield Ea- will not necerritate 
to pump any water for mining purposes. The w a t e r  WithdravkLs 
proposed for MMO Island utilities is for water supply 
pnrpOSeS and therefore does not fall into OCA'S eatabliehod 
threshold. 

discussed. a clearance letter from DCA articulating your 
position would be most appreciated. Please advise if you 
have any questions or need additional informafion. Your 
prormpt response will be most appreciated. 

Sincerely, 

n m ,  SWAIN c ASSOCIATES, INC. 

8chedUle in Which min&ng Of thn 1bU 

regard to the watat utr actxon. it  i a our posztaon ?b at fh. 3 

. 
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The first issue was addresaed by providing a construction 
acre site w+ll ba schadule in which mining of the T S O  5o@lsfrd m a 10 e* p erioa, a m -r-1 

threshold of 100 acrtblyaar will not be urcseded. W i t h  fegard to the water extraction, Lt I 5 our posxzion ?a at tho 3 
HOD threshold for DSLI is only related to mining operations. 
It is anticipated that Southfield Farms will not rucerritata 
to pump any water for mining purposes. The water withdrawals 
proposed for Maxcn Island Utilities is for water supply 
purposes and thmfore does not fall into DClL's establiehed 
threshold. 

AS discussed, a clearance latter from D= articulating your 
poaition would be most appreciated. Plea58 advise if you 
have any questions or need additional information. Your 
prompt response w i l l  bo most appreciated. 

Sincerely, 

mI;uLH, SWAIN & LSSOCTATES. IWC. 

&Ad J L  
Arsenio M i l i a ,  P.E. 
Presidsnt . . 

EEB'39Wd 
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MEMORANDUM 

April 4 ,  1991 . 
To: Bert T. Phillips 

Erom: C.E. Wood 4 9 C k f f  
Re: Raw Water Supply - Mass Mutual Golf Course * 

This will confirm our discussion on March 27th regarding the raw 
water supply alternatives to the Mass Mutual Golf Course. Shown on 
Attachment 1 is a sketch of the existing water and WasteWater 
system at Marco Island. Shown on Attachment 2 are the improvements 
scheduled for 1991 in this area. 

Our agreement with Mass Mutual requires us to make good faith 
efforts to pkovide raw water supply for golf course irrigation by 
October 1991. We are protected from undue risk due to permitting, 
zoning, or other regulatory difficulties which would interfere with 
this schedule. Our contract allows 18 months from date of Signing 
to obtain these permits and approvals; otherwise the Contract is 
null and void. The contract was signed in March of this Year. 
therefore we have until September 1992 to construct. Obviously, 
with construction wellrundervay, delays beyond the most recently 
proposed October 1991 date will cause financial hardship on the 
golf course owners. 

between 350,000 to 500,000 GPD. 
The golf 'course agreement calls for them to purchase from USr 

Island Tariff even though this project falls outside O u r  , certificated area. The current rate is $.53/1000 gal, p l i i T E  
mo llonage charges are proposed to increase to 

- 
-_ 

Rates are established by the Marco q, 0 
p. :- pending rate filing. 

\@ Water supply-for this project will come from the "Dude P r o d  

paying S12,5000/mo for 2 MOD beginning the first d9y of the first 
full month after we take possession of the premises and begin to 
extract water. We also have some protection from regulatory delay 
in this contract, giving us to 8/13/91 to secure all permits, 
licenses, easements, etc. As in the  ass Mutual agreement, delays 
beyond this point will negate the contract. 

boucnzi era r arms). our soutnfi ela contracr on11 co 

- 
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As we discussed, assuming permits were obtained now; three Primary 
alternatives could be identified to provide untreated raw water to 
the golf course for irrigation. 

Plan 1 Construct the headworks and pumping 
facilities on the Dude site, "Section A" of 
the Dude/COllier interconnect, and the water 
main to the golf course. Construct"'SeCti0n 
A" with 8" pipe which would provide 
sufficient capacity to only serve the golf 
course. 

@ 
cost $1,000,000. 

Plan 2 same as Plan 1, except construction "Section 

from the Dude property to the Collier 
propeiry when the interconnect was made In 
the future. 

A" With 18" pipe which would allow for 4 MOD 

cost $1,660,000. 

plan 3 -* same as Plan 2, except complete the 
interconnect to the Collier lake8 by 
building "Section B" . 

cost '$2,200,-000. 

We discussed the possibility of postponing the capital expenditures 
for the r a w  watez supply . We would do this by acceleratfng reuse 
a a  ro ect o r  0 Course 
rriaation in lieu of or lessening the need for major percolaclo?r 
pond modiffcations. The earliest date any such alternatives could 
be put 1rrt.o service would be approximately the fall Of 1992. 
thereby causing difficulties In meeting our November 1991 
deadline for the 3.5 MOD wastewater treament plant. Ralph 
continues to evaluate alternatives in resolving a satisfactow 
solution for the effluent disposal question. rn the interim, I 
believe we agreed a reclaim system will not meet OUT needs if Water 
is needed to the golf course this year. 

The economics for the raw water aupply alternatives break down as 
follows: 



PLAN 1 
Gross Revenue per Year 

e $.53/1000 current rate 
e $.74/1000 proposed rate 

$ 68,000 - $9ir900111 
4 94,400 - 136,250 

b 

Operating Expenses per Year 

purchased water $150,000 

+pumping, labor, maintenance, taxes, insurance 
' I  

Financing Cost per Year $106,080 

(assumes interest rates at 101 
and 30 years tc! retire the debt). 

Total Return (Loss) on Project per Year 

$.53/1000 current rate ($188,080)-($158,180) 
e $.74/1000 proposed rate ($161,680)-($119,830) 

P U N  2 

.$ 68,000 - $97,90O1" 
94,400 136,250 

$15'0,000 

$169,730 

. .. 
($251,730)-($221,830) 
($225,330)-($183,480) 

$ 68,000 - $ 97,900''' 
94,400 - 136,250 

$l50,000 

$233,370 

($315,370)-($285,470) 
($288,9701-($247,12~) 

1) 

2) 

The gross revenues figurea assume a range between 350,000 to 500,000 GPO 
would be sold to Mass Mutual Golf Course , 
The gross revenues from Plan 3 are understated. 
Southfield Pams to lake available a minimum of 2 NGD. 
500,000 gal/day to be s o l d  to the golf course would allow between 1.65 and I.$MGD 
to be sold to other Harco Island customers. hnce this is replacement capcity for the 
Colller lakes raw water capacity, and be are llmlted by what we can transmit to the 
island by the present 12" and 14" raw water tranamission link, no value has been placed 
on this capacity. 

Our Dude agreement calls for 
Allowins for 350,000 to 
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Due to the uncertainties with the Collier lease (still being 
negotiated) and a desire to minlmlse our capital outlay until the 
need for the Dude water for Marc0 Island supply can be more Clearly 
justified, we have agreed to go forward with Plan 2. We intend to 
utilize Arsenio Miliari as Praject Engineer on a turnkey baala once 
all permits and approvals are obtained. 

Subsequent to our meeting, additional permitting wrinkles have 
surfaced. A copy of a memorandum from tha Southfield Farms 
attorney is attached which outllnes some of those isaues. In 
addition, we have asked Arsenio Hilian to prepare a memorandum 
outlining the impact of the Collier County staff-on this project. 
This memo is also attached. 

cc: Donnie Crandell 
H. John Losch 
Edward Mangold 
Charles L. Sweat 
Karla 0. Teasley 
Rafael A. Terrero 

It 6 
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Bill To: 

ssU Services 
Engineering Department 
Attention: Constance Paladin0 
1000 Color Place 
Apopka, Florida 32701 

RE: P.O. NO.820024 
Work Order # 830-SUR-0002 

Invoice NO. 11022-RW 
Date 10/2S/91 

Service for the month of October 1991 in connection with th@ 
Marc0 Raw water Line: 
mQ 2.75 hrs. @ $125.00 f 343.75 

10/4 

10/7 
p-. n Y. 

10/28 m r e r e n c e  warn J. s- 

Reviewing reports from Hissimer 6 Associates to 
DER. 
Review effluent irrigation contract with Collier 

effluent irrigation contract. 
ss Mutual on 

menses: 
Fax 
Telephone 

CURRENT AMOUNT DUE 

4.00 
7.80- 
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MOTES 

v w m n  
NO. 

SHIP 
V U  

T U Y S  

(407) 880-0058 

!E? 
$ I I I L I A N  S W A I N  A N D  ASTQC. 

&? I I I A H I  F L  3 3 1 4 5  
2 0 2 5  SU 3 2 N D .  AVE 

& 

PURCHASE 
ORDER 

t . IAPC0 I S L A N D  U T I L I T I E S  
* M I ,  H I W l W h R D  I ) H I V I :  
HARCO I S L k N D  FL 3 ? 9 ? 7  

WATER SUPPGT . 
" V ' C H A N G E  .. .... DRD6R # 

l0000.00 

.. . . ._. 

ACCOUNTIN6 



i ! ' ,  4 
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County. Made comments to YcnranK. 

effluent irrigation contract. 
10/28 Conference with J. Schumann of Mass Mutual en 

ExDPnses: 
Fax 
Telephone 

CURRENT AMOUNT DUE 

. . .  
0.-. . .  8 

d 
. .  . 

make checks 
DaryaDb 10: Milian. Swain 6 Associales. InC. 

~ 



EXHIBIT RFD - 5 (PAGE 1 OF 6) - S O V M W N  STATES UTILITIES. INC. 
DOCKEI NO. 950495-US 

'71u 
- 

k4 *qs af-* 
=_ P 

PTY 1996 . -  -- -- 

FPSC AUDIT DOCUMENT REQUEST 95 

Organirauon cmu whlcb wuc included in h k U  Number 900329 WCR subwucntlv removed froaA& 
account d u p e n d .  mnrfend to Topet. Group. tmmfened to Franchise d CooscnU. AcccunU 3021 

occvrrcd in 19% d 1991. Orpuuzanon m u  were not included io &e C o m p ~ y ' ~  NC c u e  kluding 
127 of the plmls owned by SSU (Docket 920199-WS). This w u  do- IO wold my s w m v M u l  iuucd in 

7w.1..) md 3521 (wutcwua). a charged lo U m h r i r c d  Awuisiuon Thuermufm 

th.1 rate c& 

2) Arc m y  shilsr cost$ induded In 950495-WS? 

The only organization cosu included in the current docket M those that had k c n  approved by the Florida 
Public S m i c c  Commission prior to SSU ownership of hose planu. In addition. a few planu that had 
been regulrtcd by covaticr had OrgMirolion Cosk approved in prior NC CLW. The orgaaiution cost 
dollars involved M immatmal~1 they rcl.tc to Dcdcct 950495-WS (S112.788 in w.1.. amnt  301 1 and 
SI 15.567 in wastewatm account 351 I). 

( 1 8  I I~~~ I I ~ I  I 1 1 1 1  I I I I I  I I I I  I I I I I  I i n  
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cn*, 

SOURIERN STATES UTILITIES, INC. 
DOCKET NO. 950495-11s 

- 
&e *qs RmD*lnc - 

- _ ,  
PTY 1996 

FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCUMENT/RECORD REQUEST 

NOTICE OF INTENT 

WEST NUMBER: -95 DATE OF REQUEST: 9-23-95 
]IT PURPOSE: CASE D1950495-US 

REQUEST THE FOLLDUING ITEMIS) BE PROVIDED BY: 

REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST I S  W E :  0 INCIDENT TO AN INQUIRY 
hl OUTSIDE OF AN INQUIRY 

EN DESCRIPTION: 

3: AUDITMANAGER DATE: Tk<hc 
TED RECORD OR WCUMENTATION 

HAS BEEN PROVlDED TODAY / O & / / c  

BE PROVIDED BY THE REOUESTEO DATE BUT WILL BE MADE AVAIIABLE BY 

131 0 AM) IN MY OPINION, R M I S I  ISIAREI PROPRIETARY AND CONFIDENTIAL BUSINESS 
INFORMATION AS MFINEO IN 364.16 .093, OR 367.156, F.S. TO MAWAIN CONTINUE0 
CONFIDENTIAL HANDLING OF THIS MAT&IA3L66THE UTILITY OR OTHER PERSON MUST, WTHIN 21 DAYS 
AFfER THE AUDIT EXlT CONFERENCE, FILE A REOUEST FOR CONFIDENTIAL CLPlSSlFlCAnON WITH THE 
DMSION OF RECORDS AM) REPORTING. REFER TO RULE 25-22.006. F.A.C. 

- I  

141 ?#, THE ITEM WILL NOT BE WIOVIDED. ISEE AHACHED MEMORANOUMI 

I 

A s S T  VP, 7h-L.L 
/ ’ ISIONATURE A m  TITLE Of REarONDWTl 

,ISTRIBWION: 
Jhite: V H l i  Complete and Return to Auditor 
ink Audit flle Copy 
anary: UtllV Retsin FSCJAFA-6 IRev.2/95) 
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EXHIBIT RFD - 6 (PAGE 1 OF 2 )  - S m  STATES UTILITIES. INC. - DoQ(E1 No. 95w95-us 

p1y 1996 

AUDIT n-um m. 17 

w southun Statu began its reconciliation by add- $34,908,326 of 
'Plant Held for Future US* (Account 103) to bookd Utility Plant q, service (mount 101)-  (see -caption No. 1.) 

S6U than rmduced 
county plants 

Utility Plant S.NiCe Accounts. (IlOlO) 

balance by the future use portion rolathq to 
and the land held for future w Uount Of 

437,839. The remaining amount reconciled w i t h  the S W  ?ild 

OPmOlla It appears as though there is $33,082,895 of Plant Held 
for Future use ronnining in the ssu General ~ o d g u  amount which 
reconciled to the WR Plant balances. (The future w portions of 
that reconciliation is extracted in the caloulation klov.) 

F l J T m F . ~  
ONLY 

?uture Use Plant 1030 a.y'/-$34,908,326 

'"b (1,387,592) Future use 1030 
Lass county Plant. 

Future Use Land 1030 

Total Remaining 1030 

The FPSC Engineus -signed to review Future Use Plant should hm 
aware that SSU feels that according to its classification t h u e  is 
$33,082,895 of future plant in it. filed UPIS balances. 

CoDlPuR COXmmSa Company MY respond at a latar dab. 
. 



ssu EXHIBIT RFD - 6 (PAGE 2 OF 2 )  

Dm RFCI -3 I S+SIA Y - M95W95-US 

€TY 1996 

SOUTHERN STATES UTILITIES 
1994 

UTILITY PLANT IN SERVICE 

RECONCILIATION 
MFR'S FPSC REGULATED TO GL TOTAL COMPA 

GL Balances mal picked up in MFR's (Plant oooOl) 
Caunty 6 Gaa porlbn of.Allocllted GP 
1030 Land haid for Mum ma 

Bakmcea per MFR'r - FPSC ALL PLANTS (June 28 fine) 
Vd  111 5 016 I984 A - 5 0  
Vd  111 6 d 6 1984 A 4 S )  

30.e84.883 I 

27'6.817.740 

41.142 
(188.585) 

C 
D 

149.079.749 

.I 

1 



EXHIBIT RFD - 7 (PAGE 1 OF 21) 
SOUlliEBN STATES UTILITIES. INC. .a - DOMR NO. 950195-US 

PN 1996 

AUDIT DISCLOB- 1s 

SUBJECTS OXQAHIWTIW COSTS 

rAcTs: Document Request No. 95, was dated September 26, was for 
Organization Cost removal documentation. Southern States provided 

The last day of field work was October 13, 1995. .)R*[Iq FR 
O P ~ O I P S  
of FPSC Rule No. 25-30.450 Audit Provision. (See.Exception 1 O ) A '  

journal -tries of the documentation supplied'could be analyzed. 
The first was for the removal of $20.080 of Organization Costs. 
that total, $17,563 or 87.29: was transferred to other Rate Base 
accounts. $1,009 or 5.022 went to Various Expenses and $1,548 or 
7.695 went to Acquisition Adjustment and Nonutility Expenses. 

The second transaction analyzed consisted of a twelve-page journal 
entry to correct Organization Cost Accumulated Depreciation. A 
total of the regulated Accumulated Depreciation Account (#108.110) 
net reductions was taken. A total of the offsetting Accumulated 
Amortization of Acquisition Adjustment Account (1115.00) was taken. 
The following totals were accumulated from this journal entry for 
water and sewer combined. 

,, 
the information to the audit staff on October 11, 1995. 9 

QucurlUS 

* The audit staff bslieves that the above is a violation 

" 
iDue to time considerations, only a judgemental sample of 

, 

& 

-?@ 
Debit I 108.110 $152,709 E"' 
Credit # 115.000 (128,625) a*-9 @ c 

Given the problems associated with these Journal Entries and the 
lack of time for analysis, it is recommended that this issue be 
reviewed further by the Commission. 

COwAm! coMumT: Company m y  respond at a later date. 



EXHIBIT RFD - 7 (PAGE 2 OF 21) 
SOUTHERN STATES UTILITIES. INC. 
DOCKET NO. 950495-US 

A I  1 - v ’J’ 

PN 1996 
.. ._ .. . . 

FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT DOCUMENT/RECORD REQUEST 

NOTICE OF INTEWT 

rum &&ntl 
LITY: ssu 
H: Crrr, 

111 PURPOSE: rNtrr D ~ U ~ S , W  s- Ius UEST NUMBER: I14 

REQUEST THE FOLLOWING I T M ( S )  BE PROVIDED BY: I O  - I J -7s 
IDA I kI 

REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS W E :  0 INCIDENT TO AN INQUIRY 
B OUTSIDE OF AN INQUIRY 

H DESCRIPTION: OawtsmM,, G r  @,S~WWL 

: AUMTMANAGER c!n.- Lu -J+ 
E REOUESTED RECORD OR DOCUMENTATION 

111 PUAS BEEN PROVIDED TODAY 

121 CANNOT BE PROVIDED BY THE REOUESTED DATE BUT WILL BE MADE AVAILABLE BY 

131 ‘0 AND IN MY OPINION, ITEM(S1 ISlAREl PROPRIETARY AND CONFIDENTIAL BUSINESS 
INFORMATION AS DEFINED IN 364.1 ,093. OR 367.156, F.S. TO MAINTAIN CDNllNUED 
CONFIDENTIAL HANDUNG OF THIS MAT%IL%E UTlUTY OR OTHER PERGON MUST, WlTHlN 21 DAYS 
AFTER THE AUDIT EXIT CONFERENCE, FIE A REWEST FDR CONFIDENTIAL CVISSIFICATIDN WlTH THE 
OMSlDN OF RECORDS AND REPORTING. REFER TO RULE 26-22.008, F.A.C. 

(41 0 THE ITEM WILL NOT BE PROVIDED. (SEE ATTACHED MEMORANDUM1 

STRIBWIDN 
nnr: Utllltv Complete and Return to Auditor 
~k Audk F h  Copy 
INW: W W  Retain 

PSCIAFA-6 IR.v.21951 



EXHIBIT RFD - 7 (PAGE 3 OF 21) 

Pn 1996 
... - . ~. 

Prr : oh6 COLL 
Ouick Org Cost Audii kr D1050405-WS R Dodrill 

Wlmn W h m  Sbbr did poi& workpapen wppming Organizafon 
-st removal. there was only time to sample the inlormation that was finally 
pmvided. The first Journal Entry to remove $20.00 Org Costs is ealimd below 

Not? lhat the debils arc Uanslbrred primarily lo other rate 
base accounts and credits (AD) below me WanEkred balow the Ihe 

ORGANIZA11ON COST TRANSFER SAMPLE 
m - G  

302.1 00 Franchise and Concents 

303.300 Treatment Land B Rights 2.990.59 

105.07 Const. Work in Progress 5D.37 -----_-_ 
R.ts Base Debits 17.€4S.W 67729% 

620.3 etc Various Expenses 

114.20 Acq Adjustment 
428.1 1 Nonutilily Expenses 

5.02% 

101.10 Organization Costs (20,120.18) 100.00% 

A labr journal entry to correct Acwrn Depnc was (1110 bneny 
looked at An adding machine tap (yes w sbll do this sturr) of mC net 
debts and cradtts b REGULAED ACCUMULATED DEPRECIATION 

and a CI b kcurn. knort d Acq. Mi. Sl28#62 Wabr 
& r r  Canbmd. 

dirbrd h t  m r*( a CHARQE to AID ~i52.700 

AcompbteauhtoftbD(R 1 1 4 u o r k ~ r S ~ ~ ~ l d h a v e b a m p o r ~ l 0 I f  
Document Raqwrl W5 wuld have beon provided on brne It should k noted 
lhat no Ongmal documents were provided and 
U P E W N G  ol h~ &ugm -8 a porwlily 

r I I I  I I I I  I I I I I  I 1 1 1 1  I i n 1  I I W I  I I 
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EXHIBIT RFD - 7 (PAGE 21 OF 21) 
ssu 
W950495-US 

1 ,  

- - 
0 . 8  PlT 1996 - = C#FOITJ +I15 

g?,.., 7 ) -  sa 10.40+ 
9.801 

9,P# I ' Y  1~975.86- 

2,151 -35* -. 765 .J5* 75-05. 
71 -95* 

6r531 - 7 6 +  
22.86- 

6r159*81+ 730.93- 
. 6 8 1 59..8 1 - 11.26- 

2,522 -92- 3,159.8h* 
115.80- 

1 r414.59+ 
,&60.25+ 

725.64- 
123-55+ 
79*15+ 

1288625.54. 

- 
- 
- 


