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DIRECT TESTIMONY OF ROBERT F. DODRILL
Q. Please state your name and business address.
A. My name is Robert F. Dodrill and my business address is Hurston North
Tower, Suite N512, 400 W. Robinson Street, Orlando, Florida.
Q. By whom are you presently employed and in what capacity?
A. I am employed by‘the Florida Public Service Commission as a Regulatory
Analyst IIT in the Division of Auditing and Financial Analysis.
Q. How long have you been employed by the Commission?
A. 1 have been employed by the Florida Public Service Commission since
September, 1979. Briefly, from mid-1993 until the end of 1994 I Tleft the
Commission and I assisted in operating a family business.
Q. Briefly review your educational and professional background.
A. I graduated from the University of Florida in 1971, with a.major in
Business Operations Research. I am also a Certified Public Accountant
licensed in the State of Florida. |
Q. Please describe your current responsibilities.
A. Currently, I am a Regulatory Analyst III with the responsibilities of
planning and directing audits of regulated companies, and assisting in audits
of affiliated transactions. 1[I also am responsible for creating audit work
programs to meet a specific audit purpose and I direct and control assigned
staff work as well as participate as a staff auditor and audit manager.
Q. Have you presented expert testimony before this Commission or any other
regulatory agency?
A. Yes. [ testified in the following: Gainesville Gas Company Rate Case,

Docket No. - 870688-GU: United Telephone Rate Case, Docket No. 910980-TC:
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Marco Island Utilities Rate Case, Docket No. 320655-WS.
Q. What is the purpose of your testimony today?
A. The purpose of my testimony is to sponsor specific findings in the staff
audit report of Southern States Utilities, Inc.. Docket No. 950495-WS. I am
sponsoring Audit Exceptions 1, 2, 3, and 10, and Audit Disclosures 2, 17, and
18. These findings are filed with my testimony and are identified as RFD-1.
Q. Please review the audit exceptions you are sponsoring.
A. Audit Exceptions disclose substantial non-compliance with the Uniform
System of Accounts, a Commission rule or order, Staff Advisory Bulletins, and
formal company policy. Audit Exceptions also disclose company exhibits that
do not represent company books and records and company failure to provide
underlying records or documentation to support the general ledger or exhibits.

Audit Exception No. 1 states that the utility's books and records are
in violation of Commission Rule 25-30.450, Florida Administrative Code. This
rule states that the supporting schedules for a filing must be organized in
a systematic and rational manner "to enable Commission personnel to verify the
schedules in an expedient manner and minimum amount of time." In order to
reconcile the MFR accumulated depreciation balance with the general ledger,
the utility said that it would require "...at least two weeks..." for its own
employees to complete the task. I believe that this is in violation of the
rute. The audit workpapers supporting this exception are attached as Exhibit
RFD-2.

Audit Exception No. 2 recommends that the Commission reduce the Land
account for non-utility property acquired through the Collier property

condemnation. The utility acquired 212.5 acres through the condemnation. I
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reviewed five appraisals related to this property. The appraisals indicate
that a portion of the land acquired will not be used as a water source. I
recommend that the portion not related to the water source be reclassified as
Non-utility property. The audit workpapers supporting this exception are
attached as RFD-3.

Audit Exéeption No. 3 recommends that $886,409 in deferred debits be
reclassified to Miscellaneous Non-utility Expenses. These costs relate to the
development and ultimate purchase of water source land known as the Dude
Property. An appraisal of this property states that approximately 62.5% of
the property is available for pit mining. Other documents I reviewed indicate
that the water source at this location is to be used for raw water sales to
Massachusetts Mutual Golf Course. This golf course is out of the utility’s
service area and the revenue would be non-utility income. Therefore, I
recommend that these costs be removed to Miscellaneous Non-utility Expenses.
The audit workpapers supporting this exception are attached as RFD-4.

Audit Exception No. 10 discusses the difficulty I had in acquiring
information regarding organization costs and my inability to adequately review
the information due to its lack of timeliness. I believe that this delay was
a violation of FPSC Rule No. 25-30.450. F.A.C., which was also discussed in
Audit Exception No. 1. The audit workpapers supporting this exception are
attached as RFD-5.

Q. Please review the audit disclosures you are sponsoring.
A. Audit Disclosures disclose material facts that are outside the
definition of an Audit Exception.

Audit Disclosure No. 2 discusses land additions in the Lehigh service
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area. I believe that these additions should be removed from current rate
making consideration as the utility states that this land is held for future
use.

Audit Disclosure No. 17 discusses $33,082,895 of Plant Held for Future
Use which appears to be in the MFR Plant balances which reconcile to the
General Ledger amounts. The audit workpapers related to this disclosure are
attached as RFD-6.

Audit Disclosure No. 18 briefly discusses my review of two Jjournal
entries provided in the detail for organization costs. As I mentioned
previously, this information was provided late and I did not have sufficient
time to fully review it. The audit workpapers related to this disclosure are
attached as RFD-7.

Q. Does this conclude your testimony?

A. Yes, it does.



EXHIBIT RFD - 1 (PAGE 1 OF 13)

AUDIT EXICEPTION NO. 1
SUBJECT: COMPANY'S BOOKB AND RECORDS
FACTB8: Per Commission Rule 25-30.450,

"The work sheets, etc.

supporting the schedules and data submitted must be organized in
a systematic and rational manner so as to enable Commission
personnel to verify the schedules in an expedient manner and

minimum amount of time."™

In order for Southern States to reconcile with the MFR Water
and Sewer combined Plant in Service total, as of 12-31-94, it

went through the following steps:
G/L Plant total 1010
Plus Future Use 1030

Less County Plants
W & S Plant 1010

Future Use 1030
Reconciling items Water
Sewer
Gen Plant

G/L Items not in MFRs
County and Gas General Plant
Land for Future Use 1030
Immaterial Difference

TOTAL
MFR - FPSC ALL PLANTS
June 28, 1995 Filing
Vol III 5 of 6 1994 A-5(W)
Vol III 5 of 6 1994 A-5(S)

TOTAL

$274,161,869

34,908,326
(30,864,863)
(1,387,592)

41,142
(196,585)
(168,642)
(6,286)
(5,804,867)

( 437,839)

— 1,933
$270,246,596

$149,079,749
121,166,847
$270,246,596

b o o - -

Southern States provided documentation for the above reconciling

items.
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Audit Exception No. 1, continued.

Southern States was also asked to reconcile General Ledger
Accumulated Depreciation with the MFR total. This request was
made via Document Request No. 113 on October 6, 1995. The
request due date was October 13, 1995; however, it was not
received until october 23, 1995.

Southern States stated that a reconciliation of book accumulated
depreciation (A/D) to MFR accumulated depreciation, ®. . . would
be an extremely difficult task to accomplish."

Per the Company, "“'Balance per books' is a generic column
heading that is used on a multitude of schedules. It does not
always necessarily mean the general ledger specifically."

OPINION/RECOMMENDATION: Southern States books and records are
in violation of the above Commission Rule. The books and
records (MFR Filings) of Southern States Utilities d4id not
enable Commission personnel to verify the schedules in an
expedient manner and with the minimur amount of time. For
instance, concerning the above Accumulated Depreciation
reconciliation, Southern States said that it would require,
", . . at least two weeks . . ." for its own employees to
complete the task.

The Audit Staff is of the belief that the MFRs should begin with
the general ledger amount, then adjustments made to achieve the
balance submitted for rates. Presently, the Historical 1994 Per
Book Balances in the MFRs cannot be agreed to the bocoks
expediently.

COMPANY COMMENTS: The Company may respond at a later date.
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AUDIT EXCEPTION NO. 2

BUBJECT: MNONCOMPLIANCE WITH MARUC ACCOUNTING INSTRUCTION
#24.F7 UTILITY PLANT - LAND AND LAND RIGHTS

FACTS: Rule 25-30.115, F.A.C., requires water and sewer
utilities tc maintain their books and records in conformity with
the 1984 NARUC Uniform System of accounts (US of A) adopted by
the Naticnal Association of Regulatory Utility Commissioners.

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

‘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 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 - Property Held for future use, or account
121 - Non-utility Property, 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 B84.93 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 Commission does not allow appraisals in place of
original cost for rate base purposes, the use of appraisals for
allocating the cost of “Lump Sum Purchases"™ is a generally

;:gepted procedure. A summary of the five appraisals appears
ow.

When dealing with land costs FAS-67 states, "Total capitalized
land cost are allocated based on the relative fair value of each
land parcel prior to any construction. A land parcel may be
identified as a lot, an acre, acreage, a unit, or a tract."
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Audit Exception No. 2, continued.

VALUE OF WATER VALUE OF
ENTIRE S8OURCE ACQUIRED
DATE APPRAISER PARCEL LAKES REAL ESTATE

Apr-95 Hanson Svecs. $3,606,500 §$ 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 4,241,800 -0- 4,200,200
Oct-92 Calhoun Assoc. 4,070,600 -0=- 4,070,600

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

Inspection of property, conferences with
representative of Southern States Utilities, research
for both commercial and residential land sales
throughout Cellier 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 vere
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 source 1land
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.

Marco Island Utilities
Plant in service
Land Addition

1994 $4,400,081
1995 4,799,919
$9,200,000

10
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Audit Exception No. 2, continued.

OPINION: 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
acceptad Lump Sum or basket purchase method of evaluating
components of an acquisition. We might also look at the NARUC
accounting instruction itself which mentions, ". . . less the
fair market value of that portion of the land which is not to be
used . . . ™ in which "portion" appears to be talking about
acreage.

For purposes of this exception, we will calculate the allocation
using both the acreage method and the lump sum purchase method.

Using the Hanson acreage listed above, the percentage
condemnation cost allocated to water source “LAKES" would be
calculated as follows. The condemnation costs allocated to
upland residential and commercial real estate remains.

Allocated
Purchase Corrected
Acres Percent Price Charge
Lakes 656.29 39.9% $3,670,800 UPIS-Water

Uplands 84,93 £0.1% 5,529,200 Upland
Real Estate

Total 141,22 100.0% $9,200,000 Total cost of
condemnation

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

Alternatively, the "lump 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 "lump sum purchase" costs.

11
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Audit Exception No. 2, continued.

DATE APPRAISER PARCEL REAL ESTATE PERCENT
Apr-95 Hanson Svcs. $3,606,454 3,296,416 91.4%
Apr-95 Klusza Assoc. 7,900,000 6,400,000 81.0%
Jun-94 Carroll 7,200,000 4,770,000 66.3%

REAL ESTATE AVERAGE % 79.6%

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

Allocated
Purchase Correct
Percent Price Charge

Other= 20.4% $1,876,800 UPIS-Water Land

Uplands 79.6% 7,323,200 Upland Real Estate

Total 100.0% $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 should 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

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 this land would be for residential and commercial
developunent.

RECOMMENDATION: 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 Marco Island Water land account, respectively. These
Real Estate Investment costs should be charged to Account Number
121 Nonutility Property.

COMPANY COMMENTS: The Company may respond at a later date.

12



EXHIBIT RFD - 1 (PAGE 7 OF 13)

AUDIT EXCEPTION NO. 3

SUBJECT: DEFERRED DEBITS8 FOR ACQUISITION OF WATER SBSOURCE LAND
CONTAINED NONUTILITY CHARGES

FACTS8: As stated in Exception No. 2, Southern States Utilities,
Inc. is required to maintain its books and records in conformity
with the 19584 Class A NARUC Uniform System of Accounts per Rule
25-30.115, Florida Administrative Code.

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

The 1984 NARUC Class A Water Uniform System of Accounts Utility
Plant - lLand and Land Rights 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 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 - Property Held for future use, or account
121 - Mon-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 with 100
acres used as a borrow pit was stated by Appraisal Research to
be $3,600,000.

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

13
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Audit Exception No. 3, continued.

OPIKION: Out of the 160 acres of the Dude property, the
appraisa)l 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:

Mining acres 100 62.5%

Water source acres 60 37.5%

Total acres 160 100.0%
Total costs to be allocated are: $886,409
Mining percent 62.5%

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 Massachusetts
Mutual 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, Mass. Mutual 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
for irrigation.

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

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

RECOMMENDATION: Reclassify the $886,409 in deferred debits to
account #426.13 Miscellaneous Nonutility Expenses - Preliminary
survey and investigation expenses related to abandoned projects.

COMPANY COMMENTS: The Company may respond at a later date.

14
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Schedule for Audit Exception No. 3
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AUDIT BXCEPTION NO. 10
SUBJECT: ORGANIZATION COSTS

FACTS: Document Request No. 95, dated September 27, was for
Organization Cost removal documentation. On September 28,
Southern States said 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 each instance, the utility must be able to support
any schedule submitted, as well as any adjustments or
allocations reljed 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 enable Commission personnesl
to verify the schedules in an expedient manner and
minimum amount of time....

Emphasis added

Organization costs went from 1989 average balances of $744,305
and $93,938 to 1991 average balances of $27,767 and $43,393 for
Water and Sewer, respectively.

OPINION/RECOMMENDATION: 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 reviewed
further by the Commission. (See Disclosure 18.)

COMPANY COMMENTS: The Company may respond at a later date.

24



EXHIBIT RFD - 1 (PAGE 11 OF 13)

AUDIT DIBCLOSURE NO. 2

SUBJECT: MNONCOMPLIANCE WITE MARUC ACCOUNT 103 - PROPERTY EELD
FOR FUTURE USE

FACTS: Rule 25-30.115, F.A.C., requires, "“Water and Sewer
Utilities to maintain their books and records in conformity with
the 1984 NARUC Uniform System of accounts (USofA) adopted by the
National Association of Regulatory Utility Commissioners.®

The 1984 NARUC Class A System of Accounts provides the following
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 sample of
SSU project files indicated that the 1995 Lehigh land addition
was 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.

OPINION: 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.

COMPANY COMMENTS: The Company may respond at a later date.

26
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AUDIT DISCLOSURE ¥NO. 17
SUBJECT: FUTURE PLANT REMAINING IN UTILITY PLANT IN SERVICE

FACTS8: The audit staff asked Southern States to reconcile its
General Ledger water and sewer Utility Plant in Service balances
as of 12-31-94, to those balances in the MFRs.

Southern States began its reconciliation by adding $34,908,326
of Plant Held for Future Use (Account 103) to booked Utility
Plant in Service (Account 101). (See Exception No. 1.)

SSU then reduced this balance by the future use portion relating
to county plants $1,387,592 and the land held for future use
amount of $437,839. The remaining amount reconciled with the
SSU Filed Utility Plant in Service Accounts. (#1010)

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

below.)

FUTURE PLANT

ONLY
Future Use Plant 1030 $34,908,326
Less County Plants
" Future Use 1030 (1,387,592)
Future Use Land 1030 { 437,839)
Total Remaining 1030 $33,082,895

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

COMPANY COMMENTS: The Company may respond at a later date.
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AUDIT DISCLOSURE MNO. 18
SUBJECT: ORGANIZATION COBTS

FACTS: 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, wvas responded
to on October 13, 1995, the last day of field work.

OPINIOM: The audit staff believes that the above is a
violation of FPSC Rule No. 25-30.450 Audit Provision. (See
Exception 10.)

Due to time considerations, only a Jjudgmental sample of two
journal entries of the documentation supplied, by way of
Document Request No. 114, could be analyzed. The firat was for
the removal of $20,080 of Organization Costs. Of that total,
$17,563 or 87.29% was transferred to other Rate Base accounts.
$1,009 or 5.02% went to Various Expenses and $1,548 or 7.69%
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 (#115.00) was taken. The following totals were
accumulated from this Jjournal entry for water and sewer
combined.

Debit # 108.110 $ 152,709

Credit # 115.000 $(128,625)
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.

COMPANY COMMENTS: The Company may respond at a later date.

48
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SOUTHERN STATES UTILITIES

1994

UTILITY PLANT IN SERVICE
MFR'S FPSC REGULATED TO GL TOTAL COMPANY

RECONCILIATION

12/31/94 Balance per GL (Total Company)

1010 274,161,869 A
1030 34908326 B
Total Company Plant 309,070,185
Less County Plants: {Hemando, Hillsborough, Polk)
1010 - Water & Sewer 30,864,863 |1
1030 1,387,592 J
‘Total County Plant 32,252,455
Total FPSC Regulated Plants 276|B17i740
Reconciliation items: (see attached)
Water 41,142 C
Sewer {196,585) D
GP {168,642) E
{324,085)
GL Balances not picked up in MFR's (Plant 00001) (6,.286) F
County & Gas portion of Allocated GP - : (5,804,867) G
1030 Land heid for future use {437839) H
: : 270,244,663
Balances per MFR's - FPSC ALL PLANTS (June 28 fi!ing)
Vol 11 5 of 6 1994 A-5(W) 149,079,749
Vol Il & of 6 1994 A-6(S) _121,166,847
270,246,596
Variance from MFR Historic Ending Balance to GL ’ 1,933

Immaterial difference
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October 8, 1995
TO:  Roben Dodrill

FPSC Auditor
FROM: Judy Kimball
RE: FPSC Audit Document Request 113

A) Please provide the lead workpapers for depreciation upen.n calculation, including support for
rates used. .

Attached 1o this response is one volume of workpapers which build accumulated depreciation by plant and
by account from the last test year through 1994. These workpapers show the expense for each year, added
10 the accumulated depreciation balances, to build accumulated depreciation. There are no workpapers for
depreciation expense for 1995 and 1996 other than the actual depreciation schedules contained in the
Minimum Filing Requirements. The expense calculations are shown on Schedule B13 for water and B14
for wastewater. These schedules show the average plant balance, the depreciation rate and life, and
carries through to show the resulting expense (both useful and non-used and useful). This same
information is also shown for 1994 within the Minimum Filing Requirements as well as in the volume of
workpapers for the accumulated depreciation buildup.

Also attached is a schedule which presents, by plant, the depreciation rates used to build accurnulated
depreciation since the plant's last rate case as well as 1o compute expense in {994, 1995, and 1996. As
can be seen on the schedule, most plants used the following depreciation rates:

s If, in the last rate case, the plant already had depreciation rates as prescribed in Rule 25-30.140 (we
refer to these rates as “accelerated rates™, then these accelerated rates were used for all years since
the last rate case to build up accumulated depreciation and to calculate expense.

= If going into the last rate case, the plant had been under the 2.5% compasite rate authorized by the
Commission, then accumulated depreciation was continued nnder the 2.5% rate for 1992 and eight
months of 1993, at which time the final revenue became effective whereby there would be & proper
matching of the accelerated rates with the revenue being collected. At that time, the rates were
changed to the acceletated rates. '

“The last page of the schedule depicts those plants which were not under uniform rates and which in some
cases, had different circumstances than those desciibed above. ‘Many of those pldnts had not had a prior
rate case; therefore, 2.5% was used through 1995 and 1996 reflects the accelerated rates. Some plants
that had been under County jurisdiction and that had rate cases, used the County authorized rates until
1996, at which time they were changed to the accelerated rates,

B) Please also provide a reconciliation of book a/d to MFR accumuiated depreciation at 1/1/94,

You discussed this reconciliation with me at least one month ago, at which tie 1 told you this would be

an extremely difficult task to fish. Ialso told you that as long s our beginning accumulaied
‘Tepreciation balances in the ﬁgﬁ are verified as correct and if the ensuing buildup of accumulated

depreciation within the MFRs is cotrect, then there was no need to reconcile the balance to the books. -
The boaks should be a maot issue. 1 also told you several reasons that book acdumulated depreciation
would not agree with accumulated depreciation in the MFRs. Becaunse this conversation took place at
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least one month ago and because I had had no further word from you regarding this matter, my
assumption was that you had accepted my explanation and we would not have to do this reconciliation.
As a result, we did not start the required analysis. When you handed me this request, you indicated you
fiad left the due date blank becavse you did not know how long it would take. Iindicated that it would
ukeuleuuwoweeksdueloﬂwcomplmtymdtolhefactmnlheanalystwhowﬂdhelpmwmnhu
reconciliation would be in the'NAR ool the week of October 9. You proceeded to affix a one week
due date on the request with “FTRIM™ gAitten next to the date. October 13 is not an acceptable due date
for responding to this requesP=RBronly did I indicate we needed at least two weeks, but yon knew at least

2 month ago that this woptd be an extremely complicated reconciliation, Any further communication you
is date should be conalnc't'a with Brian Armstrong.

wish (o have regarding
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10723768 MON 09:30 FAX 407 380 1081 ssu w 004
Southem Ststes Utiiles, In¢
Raconciliefion of
1993 Accumuiated Duprecistion
. Ganeral Ladger to MFR's
Water Sewws Qewersl Plent Tod
1217/ Balance per Genere Ladoer $h2,042,304)  $CRS0007T) & (MABGASE)  $(71,B2927H)
{ats VG Bglance : __ATaEy  _ 32¢as om0
Toksl General Ledger Exchudng VOU BATOTAN) | (SOTIENT) | (Rr40ATS)  (BA,132189)
Piur 1991 Load Schedule Adusiments {in MFFis ted nol on booka:
Puchess Accouning (a2B201  (2,045,200) 0 (2874,101)
on Assels Unbookad &t Acquisien {911,107 (114,028) ) {226,128}
Unbookas Refiremanis 10,905 21,262 [} 867
Acvouniing hisioivey 15,050 157,85%) 40400 {1,308)
Dapreciation on Non-Used and Usell Gy 0
Yokl Adustmunts reconciied on Land schedes (1817.745) 108,487} 040 4,882,777}
' Piua Addifional 1985-1893 AdusTnents
1980- 1981 Adusiments dus % income:t Aetes 400,224 W12 [ 04347
19851981 Affusimenis due o Asyut Commecton (2.285) 2006 0 0
%2 Adjnsiments fie 6 incomect FAstes 282248 8545 %07 s 557
92 Adustments dus o Asset Correction 839 3,29} L 3,160
&2 Deprocinton on NonUsed and Useid (478.454) {909,22%) 0 {008.292)
W3 Adisimenits dug 1 incorrect Rales 194,207 M (10,838) 8,627
%3 Aduarnents due 10 Azset Carmecton 6o oy - ) 1,018
: '3 Depreciafon on Non-Used wd Ueeiul {475,142) or1,118) )
. Tl Addtonal Adusiments 1583-150 (10.874) 190,544 ToRA 185,550
é ol Adurind Gapere oo 1983 Baonce Joosang goemsm s ooty e
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s Adjieimwnin Neaded on MFRs
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10/23/95 MNON 09:20 FAI 407 08¢ 1041 asu

’ FLORIDA PUBLIC SERVICE COMMISSION
AUDIT DOCUMENT/RECORD REQUEST
NOTICE OF INTENT ,

. _ Ty Wimaay

UTILITY: 35

ok Chasg e ——— ——l@mﬁmﬂm‘ﬁmm—
REQUEST NUMBER: DATE OF REQUEST: ‘

AUDIT PURPOSE: mﬁ-m

REQUEST THE FOLLOWING ITEM(S) BE PROVIDED BY: _MTEIa-Is ~75 [Ty
REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST I§ MADE: O] IKCIDENT T0 AN INQUIRY

L1 QUTSIDE OF AN INQUIRY
ITEM DESCRIPTION: DEsREaATION WMVMM'I/ Rares

R)  Ppase Provins THE LPAD Wesrpamaas [VR VEPRRA AT

JireLo o SuppeRT Fert PrreEs Usso,

'B) PLFAS“E ﬁ(g ﬂﬂcva A Rﬂ“‘dkauﬂ—n‘,ﬂ ar gaaz ﬁ/D

AHcernmnatoy DPPRETA Tior Ar ‘FH"!—J/I/!"{,

£ YEEIE  CALCATerss )

T To MFR

2

so: * avorr manacer (handiabon, Wingtor oate: _ A/ T/94
THE REQUESTED RECOAD OR DOCUMENTATION: .
m %a&n PROVIDED TODAY / B) 16/23 / A X
/dé;éf

2 NOT B& PROVIDED BY THE REQUESTED DATE BUT WILL BE MADE AVAILABLE BY

(31 0 AND IN MY OPINION |TEMISI ISIARE) PROPRIETARY AND CONFIDENTIAL BUSINESS
INFORMATION AS OEFINED .093, OR 387.158, F.S. TO MAINTAIN CONTINUED
CONFIDENTIAL HANDLING OF THIS MATEHIAL. THE UTILITY OR QTHER PERSON MUST, WITHIN 21 DAYS
AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR CONFIDENTIAL CLASSIFICATION er'l-l

DIVISION OF RECORDS AND REPORTING. REFER TO RULE 25-22.008, F.A.C.
1 [ THE ITEM WILL NOT BE PROVIDED, {SEE ATTACHED MEMORANDUM)

+
)

DISTRIBUTION:
mtuAm C%mplotl and Retumn te Auditor

H 1l .
Canary: Utlity n.JP,'\ PSC/AFA-G (Rev.2/95}
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Ociober 23. 1995 ¥
T0: Robert Dods ‘

FPSC Anditor
FROM: Judy Kimbell
RE: FPSC Aadit Document Reqoest 113

Mummmamuwmnlmﬁmaumlmmmm
bulances as requested In part B of Audit Requeat 113.
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WORKPAPER 17 INDEX

#17 (1/2) Listing of Water Land additions 1993 to 1996
with conclusion :

#17 (2/2) Listing of Sewer Land additions 1993 to 1996
with conclusion

#17-1 Text of Exception No. 2
#17-1/1 2/6 Carroll Appraisal of Collier Land results.
3/6 Hanson ] L] ] " "
4/6 Klusza ” " ” " "
5/6 calhoun " n " L] L]
6/6 Assocliates ™ " " " "
#17-1
1-1 NARUC Accounting Instruction F. land and Land Rights
#17-1 Calhoun and Associates invoice "...commercial and
2 residential land sales..." reference.
#17-1
2-1 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”
/3 MFR Showing Collier Condemnation cost addition
/4 Calculation of allocation of costs
/5 FAS-67 Allocation of Capital Costs - LAND
/6 85U Collier Property Condemnation Cost Summary 94CS056
/7 SSU Collier Condemnation "Stipulation regarding Deposit”
/8 §S8U Collier Condemnation "Stipulated Final Judgemant"
/9 Map of Collier Property taken
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AUDIT EXCEPTION NO. 2

SUBJECT: MONCONPLIANCE WITH KARUC ACCOUNTING INSTRUCTION #24. P
UTILITY PLANT ~ LAND AND LAKD RIGHTS

FACTS: Rule 25-30.115 F.A.C. reguires 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 HNational
Association of Regulatory Utility Commissioners. ’

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

The 1984 NARUC Class A Water Utility Accounting Instruction 24
= in Saection F states in whole,

¥When the purchasge of land for utility operations requires
the purchase of more land than needed for such purposes,
the charge to the specific land account shall bs 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 ba used shall
be included in account 103 - Propsrty Held for future
use, or acccocunt 121 - Non-utility Property, as
appropriate.

The Southern States Collier family acguisition 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 Lakeés, Wetlands and Uplands is as

follows: lj.l,J, (%'j |

1. Lakes 56.29 Acres

2. Wetlands 71.28 Acres

3. Uplands - 84,93 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
Commission does not allow appraisals in place of original cost for
rate base purposes, the use of appraisals for allocating the cost
of "Lump Sum Purchases" is a generally accepted procedure. A
sunmary of the five appraisals appears below.

{‘% { Fas-L? Canp ox Aurc (aro (orr
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| VALUE OF  WATER VALUE OF
ENTIRE SOURCE ACQUIRED
DATE  APPRAISER PARCEL LAKES REAL ESTATE
Apr-95 Hanson Svcs.Y $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 % 4,241,800 -0- 4,200,200
oct-92 Calhoun Asloc% 4,070,600 -0- 4,070,600

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

Inspection of property, conferences with
<\’ representative of Southern States Utilities,
Vg research for both 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.

(Emphasis added)

\ *The abova appraisals were valued as if the subject property werse
v .zoned residential and commercial but in fact, the property is zoned

A agricultural. Each appraiser indicated that it saw no difficulty
A in having the zoning changed for development purposes. The
appraisals stated that Collier Planning Board has the long term uss
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,

Marco Island Utilities
Plant in service
Land Addition

\
1994 |ﬂ/ T+ $4,400,081
1995 5 > 4,799,919

1
$9,200,000

o\

vaeg| fiSa Fon ;-%f
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OPINION: Based on the reading of the facts in above appraisals, it
is clear that Southern Statea is acquiring more than just a water
source with the Collier Condemnation. According to the NARUC Land
account daescription at peint 3. above, the final purchase price
(condemnation settlement costs) should be allocated by an
acceptable method to 1) the Collier Lakes water source acguisition
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. W¥e might also look at the NARUC
accounting instruction itself which mentions, ".....less the fair
market value of that portion of the land which is not to be
used...." in which "portion®™ appears to be talking about acreage.

For purposes of this exception, we will calculate the allocation
using both the acraage method and the lump sun purchase method.

Using the Hanson acreage listed above, the percentage condemnation
cost allocated to water source "LAKES"™ would be calculated as
follows. The condemnation costs allocated to upland residential
and commercial real estate remains.

1Y 11=L® allccatea '
! °) ’ﬂF’ Purchase Corrected

Acres Percent Price Charge
Lakes $6.29 39.9% $3,670,800 UPIS-Water
Uplands 84,93 £0.1% 5,529,200 Upland
Real Estate

Total 141.22  100.0% $9,200,000 Total cost of
condemnation

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

Alternatively, the “lump 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 "lump sum purchase*
costs.

Wy
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DATE  APPRAISER PARCEL REAL ESTATE  PERCENT
Apr-95 Hanson Svcs. 7%, $3,606,454 3,296,416 91.4%
Apr-95 Klusza Assoc. ¥, 7,900,000 6,400,000 81.0%
Jun-94 carroll 24 7,200,000 4,770,000 §6.3%
REAL ESTATE AVERAGE $ 79.6%

ALLOCATION OF THE COLLIER CONDEMNATION COST UBING THE LUMP SUM
PURCHASE METHOD. \©

q'
% Allocated
Purchase Correct
Parcent Price Charge
Other* 20.4% _$1,876,800 UPIS-Water Land
Uplands 79,6% 2,323,200 Upland Real Estate
Total 100.0% $9,200,000 Total cost of

condemnation.

® Other includes water source lakes and wetlands

ﬁ\\\ NORUTILITY PROPERTY CLASSIFICATION
Q" The real estate portion of the above allocations should be charged
‘ to Account 121 Nonutility Property as opposed to Account 103 Plant

d for Future Use. This statement is made for two logical
resas First, in none of the engineering studies or Marco Island
Planning cuments reviewed during this dockets £field work,

including the*January 1995

prepared by the Planning and Engineering De t of Southern
States Utilities, Inc. was there any mention of additional water
extraction from the Collier Lakes property. Sscondly, all of the
appraisals indicate the highest use of this land would be for
residential and commercial development.

RECOMMENDATION? 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 Marco
Island Water land account, respectively.
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These Real Estate Investment costs should be charged to Account
Number 121 Nonutility Property.

COMPANY COMMENTS: Company may respond at a later date.

a,
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!
APPRAISAL
FOR

BARRON COLLIER COMPANY

VALUATION DATE

JUNE 23, 1994

AT THE REQUEST OF

WILLIAM G. EARLE, ESQUIRE
EARLE & PATCHEN
1000 BRICKELL AVENUE
SUITE 1112
MIAMI, FLORIDA 33131

PREPARED BY

CARROLL & CARROLL
REAL ESTATE APPRAISERS
2500 AIRPORT ROAD SOUTH, SUITE 206
MAPLES, FL 32962
(313) 775-1147

$1974-2 : i
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ESTIMATE OF VALUE - PART TAKEN
It is my opinion that the value of the part taken as of the date of valus is:
Useable 180 AC x 26,500 = $4,770,000 RrRounded $4,770,000
Hater : $2,400,000
Wetlands 32.7 AC x 1,000 = $ 32,700 Rounded § 30,000
Total $7.200,000
i 33
A,
1. ‘%
=
1 I ~
acdeA’ A/‘ '
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BANSON 427
COMPAMY, INC.
1. Lakes: 56,29 Ac. X $25007Ac. =  $140,725
2. Uplands (84.93 Ac.): R
a. comnﬁil—“ 141,134 SF x $325/S5F = 458,688

b. Residential (81.69 Ac.):

¢ Access Easement 0.68 Ac. x $3.500VAc. = 2,380

e Balance: 81.01 Ac. x $35,000/Ac. = 2,835,350
4. Woetlands (71.28 Ac.): .

*  Access ment: 3.95 Ac. X $250/Ac. = 988

e Balance: 87.33 Ac. x $2,500/Ac, = _1ER.320
VALUE OF ACOUISITION AREA: ‘ $3,806,454
Rounded to, Say T $3,808,500

in summary, the value estimate reiating to the acquisiticn area recognizes that the ow::ler
of the remainder lands shall retain a perpetual access easement over 4.63 acres of the
3 acquisition area. This perpetual access easement Sha!l provide the own;ars of the
remainder property with an access point on the 93_951-]5!3 of Capri Road corridor
located approximately across from a proposed future access way into the Lety DRL
Consequently, the contributory value of the perpetual access easement area has been @
discounted to reflect the fact that the underlying fee owner (Southern States Utilities, Inc.),

will have limited utiltty assoclated with this portion of the acquisition area. in addition, the
appraiser is unaware of any significant lmprqvemenfs located within the acquisition area,

other than leasehoid improvements associated with the historic use of the property by

Southem States Utilities, Inc.
r 2233 SECOND STREET » FORT MYERS, FLORIDA » $3801-3025
4 833« 534 » 4430 - : 14
| %
;r_hn ? ; A I
1741
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* (CONT’D)
# 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 to that that would have been

allowed before the taking. In addition, the highest and best use of the
“ lake area as an interim water source will be lost.

|  YALUE OF PART TAKEN

The area of the part taken is 212.67 acres. This 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 road frontage portion of the subject. )

Planner Wiles has proposéd various development scenarios which
indicate that the area of the part taken before the taking 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 are 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 lost because of the taking.

S e —

& Tn addition to the lost dwelling units, the property will lose the interim
water source value of $1,500,000. The value of the part taken is

computed as follows:

| . 800 units @ $8,000/unit = $6,400,000
|

Plus Lost Income from

Water Source - 1,500,000
il Total - $7,900,000
! 21

Kiusza ¢ Associates, lm.j’o/
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The undersigned hereby certifies that he has no past, present,
or contemplated future interest in the property being valued. It
is further certified that neither the employment to make the
appraisal, nor the compensation therefore, is contingent on the
values reported.

An inspection of the subject property has been made, and to
the best of my knowledge and belief, the statements and opinions
contained in this appraisal report are correct, subject to any
further conditions specifically mentioned within the report.

The estimate of the compensation due the property owner, as of
October 27, 1992, is:

Land $4,070, 600
Improvements -0~
Total $4,070,600

FOUR MILLION SEVENTY THOUSAND SIX HUNDRED DOLLARS . . . . . . . .
* o s s e = 2 s s+ s s s e & s s s s = a = « s « » {$4,070,600.00)

Respectfully subaitted,

wr (GO,

John M. éalhoun, President
State Certified CGeneral

Real Estate Appraiser
- No. 0001330

| : %1‘1;‘
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COMPENSATION
Lang Taken

The taking contains some 212,50 acres, which includes 4.63
acres of an access easement. This leaves 207.87 acres taken in
full fee simple. Of the lands being acquired under a full fee
gimple interest, it includes 3.41 acres of commercial lands and
204.46 acres of residential lands. The commercial lands have been
valued at $3.50 per square foot in the before situation, while the
residential lands had been valued at $18,000. Finally, the access
aasement is valued at 50 percent of 518,000 per acre. o

FPotential Commercial: 148,539 SF {3.41 Ac.) @ $3,.50/8F « Say § 519,900

Residential Lands: 204.46 Ac. @ 518,000/Acre = Say 3,680,300

Access Easement: 4.63 Ac. @ $18,000 x S50% = Say __41.6800

Total (Lands Taken} ° $4,241,800

Improvements Taken )
None of value

Damages

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. Thia includes 3.60 acres of uplands
and 5.80 acres of wetlands. The uplands will be isclated by the
taking, since they are situated along the canal and separated from
County Road 951 by wetlands. Before the taking, these 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
to $1,250 per acre after the taking, which reflects damages of
$16,750 per acre, as follows: :

9.40 Ac. @ $516,750/Acre = Say $157,400

The larger remainder property lies to the east and north of
the triangle, and contains some 1,692.35 acres. This includas
920.90 acres of uplands and 771.45 acres of wetlands. — The
appraiser has consulted with Hartman and Associates, as well as Mr.
David DePew to ascertain the impact, if any, on the remainder
lands. The issues studied have been varied, and it is found that
the taking does not cause any adverse impact to the lands lying
east and north of the triangle. Therefore, the only lands
suffering any damages by reason of the taking are those located
within the small triangle remainder.

Summary
Land Taken $4,241,800
Improvements Taken -0-
Damages —tnl. 400
Total $1,399,200 40
Calboun and Associates, [1¢. e
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P ACCOUNTING INSTRUCTIONS ~
At

ghall be charged to the utility plant account appropriate for the
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 the
lease by charges to account 407.1 - Amortization of Limited Term
Plant. However, 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 mor
than one year are of relatively minor cost, or if the lease is for
a period of not more than one year, the cost of the improvements -
ghall be charged to the account in which the rent is included
either directly or by amortization therecf. .

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, submersion rights, rights of way, and other like interests
in land. Do not include in the accounts for land, land rights, a
rights of way costs incurred in connection with first clearing and
grading of land and rights of way and the damage costs associated
with the construction and installation ¢of plant. Such costs shall
be included in the appropriate plant accounts directly benefited.

B. Where special assessments £or 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. 1Interest on
unpaid balances shall be charged to the appropriate interest
account. If any part of the cost of public improvements, is
included in the general tax levy, the amount thereof shall be
charged to the appropriate tax account.

C. Separate entries shall be made for the acquisition, transfer
or retirement of each parcel of land, and each land right {except
rights of way for distribution lines), or water rights, having a
1ife of more than one year. A record shall be maintained showing
the nature of ownership, full legal description, area, map
reference, purpose for which used, city, .county, and tax district
in which situated, from whom purchased or to whom sold, payment
given or received, other costs, contract date and number, date of

28 X
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ACCOUNTING INSTRUCTIONS

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

D. Any difference between the amount received from the sale of
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 414 - 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.
I1f at the time of acquisition of any interest in land, such
jnterest 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 tc land and buildings or improvements on the basis
of the appraisals. If the improvements are removed or wrecked
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. '

F. 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 lapnd.
which is not to be used in utility operatiomsT——Th¥ pbrticn of the
cost measured by the fair market value of the land not to be used
shall be included in account 103 - Property Held for Future Use, oI
account 121 - Nonutility Property, as appropriate.

G. Provision shall be made for amortizing amounts carrjed in the
accounts for limited term interests in land so as to appottion
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 anq Improvements

A, The accounts for structures and improvements include the cost
of all 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
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Ao ( a Ca[[z’oun an.c{ 041105':“555- Dne.
Real Estate Appraisers & Consultants » Resitors
The Koger Center 2270 Drew Street, Suite € * 150 $.E. 12th Street (Davie Bivd.)
999 Woadcock Road, Suite 106 Clearwater, FL 34625 Svite 100
Orlando, FL 32803 : Fax: (B)3)726-8918 Fu. Lavderdale. FL 33316
{407} BIB-4698 (81317977600 (305)832-004
PLEASE REPLY TO:
Clearwvater
November 24, 1992
Ms. Karen Olson Teasley @
southern States Utilities, Inc. .
Vice President of Legal Counsel
10060 Color Place
Apopka, Florida 32703
Re: Property: 212.70 AcCres
T County : Collier
Owners : Marguerite R. Collier,
) R e Lamar Gable and Harold
R S. Lynton, et al
Inspection of property, conferences with representative (‘;—@
of Southern States Utilities, research for both I'l-" 5
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 @ $135.00/Hr. = .. 8 2,767
C. Mafera : 112.5 Hcurs & % 85.00/Hr. = 2,582
Subtotal (Services) 12,329
Expenses (See Attached) —122
Total Invoice Amount $ 13,051
ank you, 1‘* 2‘7
7 &JL-, .
John M. Calhoun
> . President ey
JMC/dc sp il ‘
fe Y ¢c: S. Harris BEC 31 ka2 ' b//b O,J
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Zoning and Land Uge Designations

The subject property is zoned'A {Rural icultural District)
by ColTier County. In addltion, thé pIc ﬁ%n-m

7 ° °
approval for axcavation. The purposs and intent of this zoning
district is to provide lands for agricultural, pastoral, and rural
land uses by accommodating traditional agricultural, agricultural
related activities and facilities, support facilities related to
agricultural needs, and conservation uses.

The permitted uses within this zoning district include single
family dwelling, agricultural activities, wildlife management,
wvholesale plant nurseries, and oil and gas explorations subject to
state permits and Colller County site development plan review
procedures. Some of the following uses are permitted as
conditional uses in the Rural Agricultural District. These uses
include extraction or earth mining, saw =mills,” cemeteries,
churches, communication towers, golf courses, sporting and
recreational camps, and scheools. .

The minimum lot area is five acres and the minimum lot width
is one hundred and gixty-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 Use Plan by Collier County designates the Eroggrt* as
Urban Residential and Activ Y Center. e lands designate rban
Residentlal contaln 208.5 acres an 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 density
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 Jlocations 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 anticipated to
have a variety of uses that shall ba determined during the re-

zoning process. .

19
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Explained

The subject property is located along the sast side of County
Road 951 (Isle of cCapri Road), approximately one-quarter mile
northeast of U.S. 41 (Tamiami Trail). More 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 Rcad
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 repressent 74
percent and the lakes 26 parcent 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.

The 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 Mixed-Use Activity
Center. As previously stated, the Activity Center applies to 4.2
acres located in the gouthwest region, which represents two percent
of the total property. In addition, the property is located within
a traffic congestion zone which reduces the attainable density for
residential purposes.

1 The general area has sxperienced growth over the past decade
which has slowed in recent years. This iz a result of the number
of projects that have commenced and the current sccnomy. Located
across County Road 951 is the Lely develocpment, which is a large
scale mixed-use project including golf courses, hotels, commercial,
single and multi-family homes. The development has plans for 1,800
single family homes and 8,300 multi-family units, and 84 acres of
commercial with a variety of uses.

the Eagle Creek develcpment 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 6%56 residential
units, which reflects a density of 2.2 units per acre. This
piﬂect has an 18 hole golf course, luxury estate homes, and
villas, ,

In estimating the highest and bhest use, the appraiser
considers those uses which must meet the test of economic demand,
given the constraints of the physically possible and legally
pernissible uses of the sita. 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 bast use of the property "as vacant.”
aaﬂ;ou.n and c¥ssociates, Jae. /
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The subject site contains 212.7 acres and is triangular in
shape. The property has the physical size that could accommodate
a residential type use. The subject is considered to have the
pbysical size and characteristics that would be suitable for such
a development. The southwest 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 subject property is zoned A
(Rural Agricultural District) with a provisional use for
excavation. It would ba necessary to re-zone the property for both
residential and commercial uses. Under this zoning classification
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 allow for a more intense development.
In addition, the lands within the activity center would ailso
require a re-zoning to allow a commercial development. In
apalyzing the highest and best use, a potential development must be
financially feasible and maximally productive. The residential
lands are considered to be well suited to a residential type usa.
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 with compatible commercial
uses. This combination of uses is considered to be financially
feasible and a maximally productive use of the property and will
imcur when the economic outlock is more optimistic and demand
ncreases.

PEC)
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VALUATION - [NTERIM USE AS A WATER SOURCE

The subject property includes a 53-acre lake system which is currently
being used in conjunction with the infiltration galleries on the property =
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 not indicative of economic rent. Were'it not for the taking, we 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
southem portion of the parent tract was ready for development.

In order to calculate the interim value as a water source, we first -
estimated the gross income from the water sales. The gross income -
from the water sales is calcutated by multipiying the projected annuai
gallonage times the market rate of water, The projected annua)
gallonage was based 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 zll the data we analyzed, we projected that
annual gallonage would be 1,800,000,000 gallons per year.

Fi 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 study to
determine the current price being paid for water. We also studied and
researched the rates proposed by the city of Naples to provide water to -
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 property 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
Pproperty. 1t Is projected 1o continue only {0 the point where all the
development approvals are obtained and the property is ready for

development. Leases are typically renewed for a period of 5 to 10

23
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SCHEGULE OF WATER PLANT IN SERVICE BY PRIMARY ACCOUNT - 1994
TEST YEAR AVERAGE BALANCE / SUMMARY
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SCHEDULE OF WATER PLANT IN SERVICE BY PAIMARY ACCOUNT - 1906
TEST YEAR AVERAGE BALANCE / SUMMARY
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LOTUS FILE: CALC
CALCULATIONS AND

,
\G" ALLOCATIONS OF LIMP SUM COSTS | =1 CAteweaTses
j9-iLs

HANSON ACREAGES ACRES  PERCENT ALLOCATED CORRECTED
@ LAKES 5620  39.9% 3,870,800 UPIS—Water
UPLANDS 84.93 80.1% 5,529,200 Real Estate
TOTAL —__—-1:;‘22- _;—03:)% *;Otm-mndemmﬁon
1
REAL
DATE APPRAISER PARCEL ESTATE  PERCENT
APT-95 HANSON SERVICES $3,606,454 $3.206416  91.4%
APR-95 KLUSZA ASSOC. 7,800,000 6400000  81.0%
JUN-94 CARROL 7,200,000 4770000  663%
AVERAGE 79.6%
- aot (.A;) ;LUlh%cl:'lASE
I PERCENT PRICE
WETLANDS/LAKES 20.4% $1,876,800 UPIS—Water
UPLANDS 79.6% 7,319,088 Real Estate
--1;.6%: *—;Q-ZEK-Condamnaﬁon
NPT %
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Res! Estate Costs and Initisl Rental Operations

ment of the real property. For example, revenue received from bili-
board advertisements placed on the property or miscellaneous con-
cession income would%e classified as incidental operations.

If the incremental revenue received from incidental operations
exceeds the related incremental costs, the difference is accounted for
as a reduction of the capitalized costs of the real estate project. Thus,
when incidental operations of a real esta:eecrm)ed result in a profit,
the capitalized costs of the project are reduced by the amount of
profit. Under FAS-67, however, the same does not hold true if the
incidental operations result in a loss: if the incremental costs of
incidental operations exceed the related incremental revenue, the
difference is charged to expense when incurred {FAS-67, par 10).

Allocation of Capitalized Costs

All capitalized costs of a real estate project are allocated to the
e TSR Sou 2 AMGER by it specine Hentific

Tequires that capitalized costs ocated by the specific identifica-
tion method. Under this method, capitalized costs are identified
specifically with the individual components within the real estate
project. However, if it is impractical to use the specific identification
method to allocate capitalized costs, FAS-67 requires that allocation

_ be made, as foliows (FAS-67, par 11):

Land costs Only capitalized costs associated with the land prior to
any construction are allocated as land costs. Land costs prior to any
construction include capitalized land costs and other preconstruction
common costs related to the land, including preconstruction com-
mon costs of amenities.

Total capitalized land costs are allocated based on the relative fajr
value of each land parce] prior to any construction. parce

ident:

may as a lot, an acre, acreage, a unit, or a tract.

Construction costs Capitalized construction costs are allocated
based on the relative sales value of each individual structure or unit
located on a parcel of land. In the event capitalized costs of a real
estate project cannot be allocated by the spedgc identification method
or the relative sales value method, the capitalized cost shall be
allocated on area methods or other methods appropriate under the
drcumstances.

GAAP GUIDE / 61.09
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AUDIT EXICEPTION RO. 3

SUBJECT: DEFERRED DEBITS FOR ACQUISITION OF WATER SOURCE LAMD
CONTAINED NONUTILITY CHARGES

PACTS: As stated in Exception Nd. 2, Southern States Utilities,
Inc. is required to wmaintain its bocks and records in conformity
with the 1984 Class A NARUC Uniform System of Accounts per Rule 25-
30.115, Plorida Administrative codn.aq f®

The Deferred Debita accoun%,/f;;;d in the ourrent &8SU Rate
Proceeding contains $886,409/ for the development and ultimate
purchase of water source land known as the Dude Property.

The 1984 NARUC Class A Water Uniform System of Accounts Utility
in Section P states in whole,

When the purchase of Jland 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

v the cost of the land purchased, less the fair
market value of that portien of the land which
is not to be used in utility operations. The
portion of tha cost xeasured by the fair
market value of the land not to be used shall
be included in account 103 - Propsrty Held for
future use, or account 121 = MNon=utility
Property, as appropriate.
y 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 with 100
acres used as a borrcrw pit was statad hy Apprmal m.arch to be
v $3,600,000. ;
Southern States provided an April 4, 1991. letter between two of
its officers outlining its planned provision of raw irrigation
water for Mass. Mutual Golf Course. The lettar stated that, “Water
supply for this project will come from the "Dude. Project®
! (Southfield Farms)."

V)
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OPINION: Out of the 160 acres of the Dude property, the appraisal
states that 100 acres weras available for the pit aining. Allocating
the $886,409 proposed as Dude property development costs based on
acres devoted to mining vs. acres for a wvater source yields the

following: %
s,\\acxzs PERCENT
100

Mining acres 62.5%
Water source acres 60 37.5% :
A
Y 7-5
Total acres % 160 100.0% = "s'@
-
Total costs to be allocated are: $886,409
Mining percent 62.5%
Davelopment costs allocated to mining $554, 000
Balance allocated to vater source 232,409 #
a
Total allocated $886,409 vec
’ 45

Concerning the water source classification, documents obta
during 88U field work indicate that the water source at th
property was to be used for raw water sales to Massachuset
Golf Course. This golf course is out of S5U's certifica
area and the revenue would be nonutlility income.
draft of an agraesment between Collier County, +« Mutual Golr
Course and Southern States (Tri-party agreement); Southern States
was to provide raw irrigation watar as an interim step towarda
eventually providing treated effluent for irrigation.

As mxentioned in the Pacts section, Southern States provided a
letter between two of its officers Re: Raw Water Supply - Maas.
Mutual Golf Course outlining and mapping its planned provision of
raw irrigation water for Mass. Mutual Golf Course. Ses map from
letter attached.

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

RECOMMEMDATION: Reclassify the $886,409 in deferred debits to
account #426.13 Miscellaneous Nonutility Expenses - Preliminary
survay and investigation expenses related to abandoned projects.

COMPANY COMMENTS: Company may respond at a later data.

(]
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» »  APPROVED: g g ACGOUNTS PAYABLE VOUCHER
TYPL: MAXUAL CK # CK DATE
YEXDOR #: Yol vexoor swe: Qﬂma.._ég\_.&ﬂsaadx_

OR ONE TIME VENDOR:

ADDRESS: cITY: STATE:
e TELEPHOKE ¢

1KVDICE mn::gh‘ZIjL 1KVOICE |ﬂ2‘2‘-‘3§2 weorce avr: AS0 .00
DUE DATE: loll-lﬁ_; DISCOUNT § OR TERMS CODE:

WOKTH/TEAR: ‘chl . PURCHASE ORDER ¢ 2% A

14

DESCRIPTION: i - =
ACCOUNT KUMBER FROJECT #/TASK ANOURT
PLT.RESCTR.UC.ACCT. SUBACCT,CEC :

260154 1 | QUCAO e ASo.C0
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LAw OFhcEs oF
SCHRANK & BERNSTEIN
A PARTNERSHIP OF PROFESSIONAL ASSOCIATIONS
OFFICE IN THE GROVE
Surte BO0B
2699 SOUTH BAYSHORE DRIVE
COCONUT GROVE, FLORIDA 33133

JOEL BERNSTEIN, P.A. AREA CODE 3053

EDWARD A, SCHRANK, P.A, August 10, 1992 TELEMHOINE: 835-0303
—— FAX: BS4-3162
OF COUNSEL
JOSEPH TECHMAN

Julian L. H. Stokes, MAI

APPRAISAL RESEARCH CORPORATION
2629 South Horseshoe Drive

Suite 2

Naples, FL. 33942

RE: DELTONA/Deltona Utilities, Inc. - Southficld Farms Water
Purchase Agreement - Provisional Use Application with Collier
County, Florida
Our File No. 074200502

Dear Julian:
Enclosed herewith please find the following:

L A current proposed Excavation Plan for the property showing the proposed
Lake Area {without the trenches) and showing the Wading Bird Habitat
management area to be maintained on the property;

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

By way of explanation, the current County conditions restricts the excavation of the property
to a 1520 limit uniess the excavation can provide proof that deeper excavation will 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 excavation could be removed. In addition, the
County conditions require the maintenance of the wading bird 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:

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

p Approximately 5,000,000 Cubic Yards, if the dépth restriction is not
applicable, but the maintenance of the wildlife area will be required; and

%
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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 residual value will not be substantial. He further believes that farmers
have not traditionally paid for water withdrawal rights and that it is not very probable 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 maintenance purposes.

Please contact Bob for 2 more thorough explanation regarding these 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 extract water from the property for its Marco Island
Utility systems.

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 incorrect.
Accordingly, I presume that you have received those instructions from him and that you can
proceed to provide us with the appraisal we require as soon as possible.

Very truly yo

ferm-s
encl.

c: Karla Teasley, Esq.

Mr. Scott Vierima .
B8 Lot AT W
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Japles. 71, 33942-&317 \

L | \
Re: ~fetition PU-91-1, sSouthfield Farms LTD V ! PX'\\
.Sear Bryan: - . k{?

We appreciated the opportunity of meeting with you and
other members of the County staff on Mareh 27, 1991 on bahalf of
our client, Southfield Farms LTD V. The purpose of-this

correspondence is to summarize and confirm the variocus iszsues we
discussed at this meeting. g

Our client will seek a provisional use on its property
for two separate uses: water extraction and earth mining.
Pursuant to our discussion. wae will aisc seek two excavation
sBrmits rfor each of tha above usas..

. It is our client's intention to address first al)l
issues pertaining to the water extraction permit. It is our
understanding that the County will assess separataly any
2nvirenmenctal issues relative to our cilent's provisional use and
Pernit requaest for warer extraction. Our client's project
enginear, Robert Lockhart, PE will work with the Councty in
Separating these two "rrojects”. Thererfore, our client's attempr
T0 quickly obtain an axcavation permit for its water extraction
operations will not be delayed as a result of matters ralated
Primarily to the mining portion of the project.

It is further our understanding that Barbara Burgeson
will recommend approval of our cliant's provisional use reguest
o0 the Environmental Advisory Council subject to the. six
?tipulations and cenditions set forth in her handwritten memo
7hich was delivered to us at the meeting. Thase stipulations
AusT be satisfied as discussad in the meeting prior to the time
tha excavation permit iz issued. In that ragard. Barbara

- ‘ftu Stamrang FORUM
FTAurgno. cr casos
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Yr, sryan Milk, Froject Planner 2 @ Mareh 23, 1391

Burgeson has also agreed that the enviroenmental issues raised by
#im Dryden of the Game and frésh Water Fish Commission can be
addressad in conjunction with the excavation permit and shouid
nat delay the provisional use process which can be hanclad
threugh stipulations. Finally, we understand that Kim Dryden's
recommendation ts preserve tha northern quarter of the proposed
borraw pit area on the subject property may not be nscessary.

The petitionar will have an opportunity through an appropriata
management plan to lessen this preservation area. Similarly, tha
90 day review period sect forth in Section 7 way be avoided and

Kim will work with the Fish and Wildlife Department to achieve
this result.

Additicnally, we will establish that the entire project
deces not constitute a davelovment of regional impact: for mining
operarions pursuant = Chaprer 130, TFlorida Statutas. You have
informed us that you are concerned that tha project's goal of
producing some 4,000,000 gallons of water per day foxr tha -
residents of Marco Island may reach the thresholds for a DRI. It
is our understanding that you dre not concerned with the 100 acre
mining threshold sec forth in tha DRI criteria. FProviding staff.
parsists in regoesting further assurances, we will provide you
with a deterpination from the Depart=ent of Community Affairs
that our client‘’s project does net constitute a DRI for purposes

b of water consumption relative to mining operations. - :

Again, we sincerely appreciate the beneficial meeting
you scheduled and trust you will not hesitate to contact ne ir
any of the matters set forth in this latter are inaccurate as our

client will be reslying on the County's statements during the
aeating. r

Very wxualy

3 : -

¥ J. budley Goodlette

- JoG/dja

& cc:  Hr. Jack Robson, Southfield farms o

- Mr. John Madajewski, Collier County Project Review Services

Mr. R.A. Terrero, Southern Utilities System

Mr. Lloyd Horvath, Missimer and Asscciates

Mr. Arsenio Milian, Milian, Swain & Associates

Mr. Alberto Argudin, !ilian, Swain & Associates

Ms. Kim Oryden, Florida Game Fresh Water and Fish Commission
Mr. David Brutcher, collier Cbunty Project Review Services
Ms. Barb Burgeson, Collier County Project Review Services

Ms. July Adarmes, Collier County Proiect Review Services
Robert Lockhart, P.E. '

Kevin G. Coleman, Esquire
KGC\LTR\Milx

w\¢
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,V[ S/‘l ~lillan, Suan & wsocianas, fie

228 Sautirumit 4 2vd Avwvue. Miamt Flanda 33145
150%) H1-0125 Tax (305) 557-5668

April 3, 1991 @

#r. Ralph Tarraro, P.E.
Southarn States Utilities, Inc.
1000 Color Placae

Apopka, FL 32703

Re: Bouthfisld Yarms: Exocavation & Water
Extraction Permits :

Dear Ralph:

Below find tha list of issues discussed during our meating of
March 27th with cCollisr County's starff?, tha Game and Frash
Water Fish cCommission represencative, and all tha others
identified in the attached list of attendants:

1) Becb Lockhart, tha engineer hired by South Field Farms to
Procura the excavation parmit for tha mining’ operarion,
was advised by Bryan Milk, Project Planner for Collier
County‘s Development Services Department, that a
provisional use designation was required from the Board

of County commissioners prior teo final approval to
commence.

Aa you may recall I mada the observation that in =a--
pPrevicus meeting with John Madajewski, Manager of tha
Project Review Services Dapartmant, he indicated that
Marco Islana Utilities was axemptad from the
requirements established by oOrdinanca 8§8-76 and other
-Standards and procedures ordinances and no permits ware
required. Although we hava a letter stating so, it is
my advite to follow his suggestion and obtain separata
provisional use deternminations for both, tha raw water
extraction and the nrining operatien. My impression was
that they are «wiIIIng t6 expedite tha process,
espacially for the watar withdrawal portion.

Bryan was also uncertain whether a D.R.I. may - bs
racquired by the Department of Community Affairs. Tha two
main reasons mentioned by him that may trigger tha
D.R.I.  pursuant to Chapter 380, r.S. were: a) If the

mining cperation exceeds 100 acras per year an b) It
water axtracrien emL-_y'—’s :

ELeiveD
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Jack Robson addressed the Zirset item Ly cToviding 2
zonstruction scheduls in wnich @Bining or tha 180 acre

site will x=2 czmpiletad in a 10 "yEar varioed. Ihararecre
=ha thrashold will noct ta exceeaed.

HAith regarxd t= tha water sxtracticon, the attorney iI:r
Cumnings & Lockweed interprecad that tha 3 MGD thrashold
is related to nining cperavions, and that Sourh Filsld
Farms will not neacessitate to pump any watar Isr =ining

¢ purposes. 7Tha Water wJithdrawal L3 Zor Yater supply
purposas and ‘thereZora 3ses not . Jall  lave 3.C.a.
raquirementc’s thrashald. It wae decided that a

datarninacion from D.C.A. ¥will ke raguested to ascsrrain
tha Councy that such interpretation is valid.

2) A numbar of issues wvers raised Ly Parbara Bergeson,
regarding the quastions addressed in the mamorandum of
Gall G. Gibson. Sanier Hydrologist Zor Csollier Cauncy's
Pollution contrcl Capartsenc. = His conesrns o the
potential for salt -water upconing due to the water
withdrawal was preorarly addrassed by Lloyd Horvath, who

providad them with a copy o<f his solute transport
Woasllng, and thdl ssvswed Lu matisfy them. :

Other Concerns such as <=he prasence of the confining
layaxr at tha 20 #t. depth not appearing uniformiy
throughout the entira site, the impact tb tha quality
and cquantity of water available to othar ground water
uses in the viecinity of our withdrawal, ete. wers
discussad in datail, In uy opinion, the agency with
urisdiction for the=e questions is tha South Florida
ater Management Oistrice. Thay raviewad the nodels.
and they were satisfied <¢hat the propcsed uvithdrawal
would not Izpair wWater guality or tha benaricial use to
other approved wvater usars. 2arkara agraed t"Zat 3 copy
of ‘the consunptive usa permit will be sufficient o5
sootha those concerns, zand ILloyd Heorvath ‘intanded =2
follow througn on these requirerments.

3) One other issue discussed wais the izpact to wildlife as
a result or the proposed project. The Florida Game and
Fresh Water Fish Commission representative agresed that
if we were to separate the application of provisional
usa just 2or vatar exctraction, shat nirigation could ba
addressed later during the excavation pernit procass.

The ultimate aitigaticn r-equest 2or a wading 2ird

N
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managemant arsea to ba established in thae northarn parc
of tha property, 3Jsaems to be acceptad by South Fileld
Farms, and doess ot appear t2 be -an 2sbstacla in
proceeding with our application.

Ralph, this is ny bast recollection of ths main topics
. discussed at the neeting. Please call ma if you have
any questions or nsed additional information.

Sinceraly,

MILIAN, SWAIN & ASSOCIATES, INC.

Arsenio Milian, P.E

Praajident -
AM/ab
- >
rae’ Inud Hd
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. VL oL Jiian. Stwam & Associates. Inc. i -

2328 Sowemumii $2na Awvue. M, Flarida i2148
2043 +41-0123 Faw1I0F) 87O

May 7, 1821

.Hr. Tom Beck : ZT“?F@

Bursau Chiaf

Department of Community Affairs MAY 21 1931
2740 Centervieaw Drive
Tallahassee, FL 322359 ENGINEERING DEPT.

Ra: Bouthfield Farms ~ Excavation & Watar Extraction Permits

Dear Tom:

As discussed during our conversation, find Tbhelow ' a Ny
description of the two different runctions to be performed in Aev ;9
tha above referenced project.

o
Southfield Farms, LTD. V owns a 160 acra site located in the \lfpfcb"
southesst cuarter of section 7, TWP 51S, RGE 27E, which is )
approximately four miles east of S.R. 951, fronting S.R. 90
(O.S. 41) in Colliaxr County. '
Marco Iasland Utilities plans to construct and operate a raw
watar pumping station and a <transmissjion line, with the
intention to complement their existing source and improve the
~ water quality during the dry season. A con=umptiva use
permit has heen obtained from the South Florida Water
Management District to pump 4 MGD by expanding an existing
trench that was excavated scone Yyears ago as part of a rock
mining operation that had baen abandoned.

The second_purpese of this _prajact is to reinitiatre the rock
nining oparation. This use will ba c clcsaly monitored By

Marco Isiand Utilities to prevent contamination or
degradation of'the watar quality.

In the process of obtaining the necessary approvals, the
Collier County Planning Department has detarmined that
provisional use parmits are reguired for both, the raw water
extraction and the wmining operation. The ataff is also-
requesting clarification from <tha Department of Community
Affairs whether a DRI should be raguirasd. The two main
concerns mentionad ware related to Chapter 380 F.S.

Thresholds: a) If the mining operation exceeds 100 acras per
Year and b) If water extraction exceeds 3 MGD.

108 - I9Yd bd 'TL3E D LN3IEVID Wodd  IPtSI 16, 12 AUMW "\1:.
opuies L
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STTIOZ ilian Swawn & Associates. Inc. i

Q028 Southtucyi 120 Awmiue. M. Flondae 33148
304 41-0128 FaxrdOs) 287088

May 7, 1991

Mr. Tom Beck
Bureau Chiaf

Department of Community Affairs MAY 21 1991
2740 Centerview Drive )
Tallahassea, FL 32399 ENGINEERING DEPT.

Ra: Seuthfigld Yarms - Exeavaticn & Watsr Extraction Pemii;s

Daar Tom:

£
As discussed during our conversation, find below * a o
description of thea two different functions to be performed in ()
tha above referencad project,

A0 45
: f‘ : ',K‘
: 0
Southfield Farms, LTD. V owns a 160 acre site located in the \!ﬁp Cb" &
scutheast quarter of section 7, TWP 51s, RGE 27, which is “p' )
approximately four miles east of S5.R. 951, fronting S5.R. 90

(U.S. 41) in Collier County. ' .

Marco Island Utilities plans to construct and operate a raw
watar pumping station and a transmi=sion 1line, with the
intention to complemant their existing source and improve the
~ water quality during the dry seasen. A consumptive use
permit has been obtained from the South Florida Water
Management District to pump 4 MGD by expanding an existing
trench that was excavated sone years ago as part of a rock
mining operaticn that had been abandoned.

The second purposa of this project is to reinitiate the rock
mining operation. This use will be closely monitored by
Marco Izland Utilities to pravent contamination or
degradation of'the watar quality.

In the process of obtaining the necessary approvals, the
Collier County Planning Department has datarmined that
provisional use permits are required for both, the raw water
extraction and the mining operation. The staff is alsc:
requesting clarificatien from the Department of Community
Affairs whether a DRI should be required. The two mnain
concerns mentioned ware relaved to Chaptar 380 F.S.

Thresholds: a) If the mining operation exceeds 100 acres per
Year and b) If water extraction exceeds 3 MGD.

&

ze8 " 39yd vd 'IL3E D LNIETVID WoNd  IPISD 18, 12 Auu )1:-
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O~ (_A.\-’

2928 Soweegr $2na Atenue Aldmy, Flonda 33748
(308 HI-G12Y SR 1 I0S5) X3 0RE

May 7, 1991

My. Tom Beck
Buraau Chiaf

(:‘.\'P
: _L\_’T]F\-D)
Department of Community Affairs ’

m\r 21 1991
2740 Canterview Drive _ :
Tallahassae, FL 32399 ENGIMEERING DEPT.

Ra:  Sscuthfiald Farms - Excavation & Watsr Extraction retnif:s

Dear Tom:

As discuszsed during our conversatien, find Dbelow ' a

N
description of the two different tunctions to be performed in Ao¥ £5
tha above refersncad project. . °

Southfield Farms, LTD. V¥V owns a 160 acre sité located in the

southeast cuarter of section 7, TWP 51S, RGE 27E, which is’]}
approximataly four miles east of S5.R. 951, fronting S.R. 90
{(0.S. 41) in Collier County. :

Marco Island Utilities plans to construct and oparate a raw
watar pumping station and a transmissjon line, with the
intantion to complement their existing source and inprove tha

* water guality during the dry =eason. A consumptive usa
permit has baen obtained from the South Florida Water
Kanagement District to pump 4 MGD by expanding an existing
trench that was excavated sonae years ago as part of a rock
mining operation that had baen abandoned.

The second purpose of this pr___ject is to reinitiara the rock
mining oparation. " This use will be closely monitori&d by

Marco Island Utilities to prevent contamination or
degradation of'the water quality.

In the process of obtaining the necassary approvals, the
Collier county Planning Department has daetermined that
provisional use permits are required for both, the raw watar
extraction and the mnmining oparation. The staff is also-
requesting clarification from the Department of Community
Affairs whether a DRI should be raquired. The two main
concerns mentioned were related to Chapter 380 F.S.

Thresholds: a) If the mining operation excseds 100 acres par
Year and b) If water extraction exceeds 3 MGD.

&
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The firat issue was addressaed by providing a construction
schedule in which mnining of the "IE0 acre s aite will be
éompleted In a 10 ya 6d, ascertainihg onEE  Eha

H : . v
thrashold of 1040 ac:-s‘;xenr will not ba axcesded. Wwith
. regar o a watar actlion,

$ our pos at the 3
MGD threshold for DRI is only related to nining opearations.,

It is anticipated that Southfiald Farms will not necassitate
£o pump any water for mining purposes. The water withdrawals
proposad for Marco Island Utilitias 1is for watar supply
purposes and therefors does not fall into DCA's establishaed
thresheld. - . .

As discussed, a clearance laetter from DCA articulating your
position would be mest appreciated. Pleass advise if you
have any gquestions or need additional information. Your
pronpt rasponsa will e nost appreciated.

Sincerely,
MILIAN, SWAIN & ASSQCIATES, INC.

Arsenio Milian, P.E.
President .

AM/ab . i
X
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The first issua was addressed by providing a construction
schadule in which mining of the m'_acrL‘_TE'a #ite will be
coopleted Inm a 10 year _ pariod, ascartaining tHAT tha

thrashold of 100 acrns:ﬁ;aa'r will not bs axceaeded. With
-1

. Tagard to tha watet @ on, 1t 1= cur positlicon that the 3

MGD threshold for DRT is only ralatad to mining operations.
It is anticipated that Southfiald Farms will not necesaitata
to pump any water for mining purpeses. The water withdrawals
proposad for Marco Island Utilities 1is for watex supply
ptgrrposaidand thersfora dcas not fall into DCA's establishad
eshold. o ’ c

As discussed, a clearance lattar from DCA articulating your
position would be most appreciated. Pleasa advise if you
have any questions or need additional information. Your

pronpt rssponse will ba most appreciated.
Sincerely,
MILIAN, SWAIN & ASSOCIATES, INC.

s Shilen

Arsenic Milian, P.E.
President .

AM/ab _ X
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Southwest Florida Regional Planning Council

-
-
b

1930 Bayline Drive. 4th Floor, N. FL. Myern, F1. 33917-3009 (813) 995-4283

P.0. Box 3455, N. Ft. Myers, FI, 33018-3485 SUNCOM 721.7200 / 7291'/’

FAX 818-995-7805. W

May 10, 1591

Mr. Tom Back, Chiet

Bureau of Stats Planping

Florida Deparunent Of Commanity Affairs
2740 Centerview Drive

Tallshassee, FL 38399

Dear Mr. Becks

WmmmFmdampyotammtawmmm Miliag, of Milian, Swain &
Associates, Incorporated.  This letter concerned 3 determination as 1 whether the Southfield Farma/Maro
Island Utilitles project in Collier Comnty constituted & mining DRL It is the opinion of seaff, that the
pmpmpmpa.mmmwmcuduqmmwwmmwﬁmﬂllnnga!lonotkuhmerpsay
fram an exsring rock rench. This water would be used, upon Tsamment, by Marco Istand Utility Co
castomers. Regional staff belfeves that the project does 0ot constituie ¢ development of regional {mpact, {or
the following reasons: . o

L The total acreage mined pet year will not exxeed: 100 screc
r The purpose of the proposed water withdrawais {s for a water supply utllity.

3. Although the Soutkfield Farms mining operatian may benefit from the Marco Istand Utdlitles

the udlity’s propasai is indepeadent of the mining operation and coald conceivably
qutlast the mining project. -

If Sontbfield Farms should ever propose 18 take over the rock wrench excavation and withdrswals from 1he
Mareg Itand Utilities Company, then, the project would have 10 be reexamined 3¢ a possible DRE provided
the stated reason for the tkeover was for mining purpotes, and provided that the proposed withdrawals ars
siill aboye the DR threshpld requirement of 3 million gallons per day.

Slllcu't‘.ly- ¢ B
SOUTHWEST FLORIDA REGIONAL PLANNING COUNCIL

2lnt. Yeuzd

Glean Hesth
Regional Planner

GH/AL
- Jamges Stansbury

Arsenio Milian, P.E.
Ken Baginsid

€%
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SERVICES
‘_.:m-eumpmy carespandencs

MEMORANDUM _ @
April 4, 1991 ’ .

To: Bert T. Phillips '
From: C.E. Wood / 'Zﬂ@

Re: Raw Water Supply - Mass Mutual Golf Course

This will confirm our discussicn 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 wastawater

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 goocd faith
efforts to provide 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 intexfere with
this schedule. OCur contract allows 18 months from date of signing
™ to obtain these permits and approvals; otherwise the contract 1is
null and void. The contract was signed in March of this year,
therefore we have until September 1992 to construct. Obviously,
with construction well-underway, delays beyond the most recently

proposed October 1991 date will cause financial hardship on the
golf course owners.
[}

The golf 'course agreement calls for them to purchase from us,
between 350,000 to 500,000 GPD. Rates axe established by the Harco@
Island Tariff aeven though this project falls outside our

\ certificated area. THe current xate 1s $.53/1000 gal, plis a

ofv MmO . llonage charges are proposed to increase to
. @ $.74/1000 with the pending rate filing. '

Water supply for this project will come from the "Dude Project”
o e arms ). ur sou e CONLTAC
paving $12,5000/mo for 2 MGD beginning the first day of the first’
full month after we take possession of the premises and bagin to
extract water. We also have some protection from regulatory delay
in this contract, giving us to 8/13/92 to secure all permits,
licenses, easements, etc. As in the Mass Mutual agreement, delays
beyond this point will negate the contract.
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As wa discussed, assuming permits were obtained now, three primary
alternatives could be identified to provide untreated raw water to
the golf course for irrigation. a

Plan } Construct the headworks  and pumping
facilities on the Dude site, "Section A" of PBc
the Dude/Collier interconnect, and the water
main to the golf course. Construct "Section
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
A" with 18" pipe which would allow for 4 MGD
from the Dude property to the Collier
propetty when the interconnect was made in
the future. -

- Cost $1,600,000.

Plan 3 ** Same as Plan 2, except complete the
interconnect to the Collier lakes by
building "Section B".

. Cost $2,200,000.

We discussed the possibility of postponing the capital expenditures

for the raw water supply. We would do this by accelerating reuse
alternatives from the Marco Island roject for golf course
{rrigation iIn lleu of or lessening the need go: major percolitiomn
pond modifications. The earliest date any such aiternatives could
be put into service would be approximately the fall of 1992,
thereby causing difficulties in meating our November 1991 TOP
deadline for the 3.5 MGD wastewatsr treatment plant. Ralph
continues to evaluate alternatives in resolving a satisfactory
golution for the effluent disposal question. In the interim, 1
believe we agreed a reclaim system will not meet our needs if water
is needed to the golf course this year.

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

oW

¥
-

¥ ‘e "b i .
)H41F =+
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| |
' |
PLAN 1 PLAN 2 PLAN 3 |
Gross Revenue per Year 0 .
@ $.53/1000 current rate $ 69,000 - $37,900% .$ 68,000 - $97,%900(! $ 68,000 - § 97,9008
€ $.74/1000 proposed rate » 94,400 - 136,250 94,400 136,250 94,400 - 136,250
v ]
Operating'zxpenses per Year
purchased water | $150,000 $150,000 ' $150,000
+pumping, labor, maintenance, taxes, insurance ’ 3
_ 1%
L -
Financing Cost per Year $106,080 $169,730 $233,370 -
{(assumes Interest rates at 10% i
and 30 years to retire the debt). i

Total Return (Loss) on Project per Year

($i§i,730)-{$221,050] "{$315,270)~($285,470)

€ $.53/1000 current rate ~ ($188,080)-($158,180)
' ($288,970}-($247,120)

§ $.74/1000 proposed rate ($161,680)-($119,830)  ($225,330)-($183,480)

1) The gross revenues fiqures assume a range between 350,000 to 500,000 GPD .
would be sold to Mass Mutual Golf Course ]
2) The gross revenues from Plan 3 are understated. Our Dude agreement calls for

Southfiald Farms to make avajilable a minimum of 2 NGD. Allowing for 350,000 to

500,000 gal/day to be sold to the golf course, would allow between 1.65 and 1.5 MGD

to 53 30?3 to other Marco 1sland customers. §1nca this is replacement capacity for the

Colliexr lakes raw water capacity, and ke are limited by what we can tramsmit to the

island by the present 12" and 14" raw water transmission 1link, no value has been placed

on this capacity. :

SNA-S67056#G
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Due to the uncertainties with the Colllier lease (still being

negotiated) and a desire to minimize our capital cutlay until the

need for the Dude water for Marco Island supply can be more clearly

justified, we have agreed to go forward with Plan 2. We intend to

utilize Arsenioc Milian as Project Engineer on a turnkey basis once
" all permits and approvals are obtained.

Subsequent to our meeting, additional permitting wrinkles have
surfaced. A copy of a memorandum from the Southfleld Farms
attorney 1s attached which outlines some of thosea lszsues. In
addition, we have asked Arsenio Milian to prepare a memorandum
outlining the impact of the Colliex County staff-on this project.
This memo is also attached. 7.

c¢c: Donnie Crandell - @
H. John Losch

Edward Mangold

Charles L. Sweat
Karla O. Teasley
Rafael A, Terrero

4]
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o Form 1
- 88U SERVICES Pape 1 uf 2
CAPITAL AUTHORIZATION REQUEST (CAR)
|
-
PROJICT DESCs . Duds Property Dsvelopmant MDCET YRt . 2992
AEQION: © South woit . 102800 mant Xos
COUNTY: collinz DIVISION: Sover oFER: HA
PFLANT #D1 26001 PROT NON: © John Losch saVaIL n
PLANT ‘HAME: Marco Islsnd AFUDC: ¥
TEIS TROITICT 13 AEQUIRED DUR IOt Regulstory Mequiremsent

LIATIRG OF RAEQUIREMENTS:

pr———

X & NECLASITY!
This projsct is to replacs axisting raw water supply 1f lease expires, ismprove quality of vater, and ta avoid
deterioration of sxisting raw vater lakes. Work consista of constructing che hesdworks asd pusping facilities an tha
pbude sits, the first porticn, or leg, of the Dude/Collisr intsxconnect, and the Water main to tha Mass Mutual Solf

Coursw, Coustruction of the first leg with 19" pipe which would ailow for 4 MGD transfer from the Dude property
to the Collier property when the interconnect is cospletad in the future.

Ses srzached for additional clarification. . .

e —— e ———T— A————— S g R —
COST ESTIMATES ’ BOURS PRICA YA(B) BUDGET YEAR  AFIRR YR{S) TOTAL PROJECT
Eogiteacing Labar T30 15,000
Conatructicn Labor (] 0
Misceilansous Labor - ] 0
Material 2
Land R ]
Contract ' ]
Eagineering. 103,000
Legal ]
Cenytruction 1,000,000
Other -}
Contingencien 100,600
Jubtotal 1,300,000
Overheads . B 130,000
Aruve, : - 1 e
TOTAL ‘ 99,000 1,499,657 ° 1,579,637
MOTES  This at i9 only for Authoritation of Budget Ysay Total,
£ J& 5 I3 ] MAR e, AP st Y s JUN
HOWTNLY LXPENITS 221,730 224,914 F 217,378 B 219,173 [ 231,711 213,178
? - T M 57 N~ :
MONTELY EXFENSIS [ 171,308 o f: o fi 0§35 o Fi ]
Originatort Suparvisor: Datal
Dapt, V.P.1 patet Presidants patey
=l : R
QLT i I

L TP TTLATS N

2
L4
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—— 0
IO-FOEYLGE DATE.osvacnvsocrsonsassaanrracvtissaactsroncncy D8/01792

e ———— T ———— T ——

B rorm 1
CAPITAL. AUTHORIZATION REQUES'!.‘ (CAR) Page 1 of 2

SCREDULE START DATE END DAXR

pude Froperty Devalopmeat . 02718/91 . 08/01/92

ENGINEIRING . cccnrsanuovssncnrssesntsansubonantecacanmnuosiian 02/19/91 04718/91
Pralininary Inspection/Conceptual Desiga B . 03/)18/91 01791
Sits Plan Preparation 03)/04/91 03/15/91
rinal Design 03/18/91 o4710/91

PERMITTING . +oeusscssensnostacadstonnsbosevasnrrnssssoncusnons 03/18/91 13730791
DER —A RS V V1.4
poT LY XA
Dy nA 1.
Councy —_— 0S/17/e ——t—— 11730783
Parait 1 1Y N ..
Parmst 2 m__ »
Farmit 3 XA »
rarmit 4 MA L, T,

CORSTRAUCTION . covsanosvererannnscnanssnnnenanratsraosantddoice 12/01/91 08/01/92
Bid 12701/91 ——l2ryye1
Award Contract 01713/92 * 01715/92
Start to Substantial Complation 03/01/93 ' —_—bryo1/82
Substaptial to Pinal Cespletion 01/01/92 — o7s31/92
cartification 07/01/92 07/31/92

08/01/92

BREAKDOWH BY PLANT ACCOUNT NUMBER (MARUC): o
NARUC ACCT NUMBER: = DISCIIEDH

ik

1. 304.200 STRUCTUAES/DMPROVS-SOURCT OF SUPPLY/FUMP PLT
2. 309200  SUPPLY MAINS-SOURCE OF SUFFLY/PFUMPING PLANTS
3. _310.200. POWER GEM EQUIP- SUPPLY, PLANTE
4. 311.200  PUMPING IP-SOURCE OF SURPLY G PLART
i

AMOURT

LISTING OF ALTTRENINTS

DEJCRIPTION WARUC ACCT NO. ONIGINAL COST COST 7O RITIRE

1.

ABOULD MALCE TOTAL FROJECT COST

‘I..S'"lis'!

546,790
§84;103
103,652

45.112

:

l

I

TOTAL 1,579,857

SALVAGE AMT AETTREMENT

4.

8.

T

ojlojejlojojejejolojejele|e

7T’ _. ) v, —

2

=
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Milian, Swain & Associates, inc. | U \
iy 4 et 1Y
2025 Southwest 32nd Avenve, Miami, Florida 33145 “.\ ‘i‘\' S <3 ! i
(308 4410123 Fax {305) 567608 1 -1
INVOICE

Invoice No. 14022-RW

Bill To:
Date 10/25/91

SSU Services
Engineering Department
Attention: Constance Paladino

1000 Color Place
Apopka, Florida 32701

RE: P.Q. No.#20024
Work Order # B30-SUR-0002

Service for the month of October 1991 in connection with the
Marco Raw Water Line:

Arsenio Milian 2.75 hrs. @ $125.00 $ 343.75
10/4 Reviewing reports from Missimer & Associates to
DER.
10/7 Review effluent irrigation contract with Collier
ToUnty. Made comments to ScNralk.

10/28 TORISTENtE With J. SCHUNAMN O Mass Mutual on

effluent irrigation contract.

Exggnses M
Fax
Telephone

CURRENT AMOUNT DUE

Mmake checks
" payabla to: Milian, Swain & Associates, Inc.
bills are ous Lpon receipt

TR S Sy

- F,W-k T P
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: / 17T
CC: PURCHASING DEPARTRENT SOUTHERH STATES UTILETIES ENGINCIRING DEPARTNCNT
PLANT HOMBER 26001 NNE Milian, Suatn B fssoc.
NORCSS 2025 Southuest Ind Ave,
PLANT NNIE Hareo Island
CLry Mam
PROXECT WAt Dude Progeriy Engunessing Services STarc ftarida
e 145
VENDOR REF NG, X
PHONE (305> 41-0I
HORK ORDER MO, 102800 SSUWNDOR M X
PURCHASE. ORODCR M. 2001
CONTRACT Nore PROJCT MG Losch
DERCENT DETAINAEE X7, TO XX7 AFTTR 00.00.8) l
44 ANOUNTY
LAl AA 7
17— 2 = LTI 1 — R ai]

2 EETR ¥} 720/ ! 3 . B
7G13-78 2031 £6), 68 1320+ : : ‘
0150 191 N 7 TR %) ! Y

7, Ml 2 d [
ill.lj.:.EL_.__..__ﬂZd!!S J B0 T & — - ,
016-P 2531 5.99. 10 Y T = ‘ ]
AQJE-O | L g0) 080y & Sl : —
= L7314 L‘E;JIL b ¢/ 2] ; |
1 4§ ﬁ 7. 4 A Yo | J '
1327, % % ! b L : f
.58 117 3/ ra— f S/ ; !
IR
| Iy
L
‘ ‘ AN L
FANNL ..\ -
E;E! !1.,__
: l R
TP R TS SR s . B
| (AT TR N AIMLE S N
P b 1
' s b
-, i J o
o Nl
.......... o It =N n.qDl - { ! £
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A ORDER
-y PURCHASING DEPARTMENT
) 1000 COLOR PLACE
APOPKA, FLORIDA 32703 D, NO.
(407) 880-0058 P.0.DATR| 20024
) RO, “p;gl é 2/909/91

m
' NILIAN SWATH AND A3EOC, Empco ISLAND UTILITIES
!.:,-, 2025 SW 32ND. AVE %00 HINDWARD DRIVE
¥ MTAMI FL 23145 MARCO ISLAND FL 32927
s
NOTES  Lopp g1045-50 & 151649 '
VENDOR SHIP TO S . ?
No. H13e18 ... kopE g« . o=l Ll I8 Ssu0 SERVICES
sHip £o.5. . |8 ACCOUNTS PAYABLE DEPT.
VIiA BEST WAY - .t i JOBSITR i5ii-.-” B 1@2@ COLOR PLACE
S— ; SALES REE APCEEDL FL 3az7al
RET 3¢ DAYS L L TAX . RO i i W J@2RDO

COST

'830-SUR-0002 ' ENGINEERING. snﬂcp’?mi‘" 15000.00

" PRELIMIRARY SUH“Y ‘-3

-) E R pRPAINER FEB

WATER SUPPLY. =~
.swe-.*- ﬁ LO'!

ez * "’ 'CHANGE ORDER 21 108508, @0
03 * " CHANGE ORDER #2520k LOYY 13713.0¢
o4 ° ” CHANGE ORDER 3 yery LoT, .3 1955 _ 1327. 8¢
o5 * "’ CHANGE ORDER u T 1.01' 3 24 ¢, 10000.00
PAGETOTAL . iif - .
S50 Sen e S
PLEASE SHOW PURCHASE ACCOUNTR Y ICES ADJUSYMENT |-
ORDER RUHBER AND WCRK TS "‘“'ABI-E e N T i

ORDER NUMBER ON ALL IN-
VOICES ARD COERESPON

THLIS ORDER 15 SUBJECT TO THE TERMS AND CONDITIONS PRINTED ON THE
IMPOHTANT‘ REVERSE SIDE. -

t.'j'

REQUISITIONER
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£5964
. L
Armendment
DATE: “’25 Iq|
REQUISITION FORM
SHIP TO: ——
/ ADORESS: \Vl\ N
.ox
AT i .
FO.8. Oue Dot Contirming To Tazable w.o.»
o q leadbo
UN! Rem No. Quantity | U'M Description {include pn. cat. #, mig.. modet, size. #ic.) Price Amoum
A8 f‘" ) Maner Dads T, p.!m.‘!l-n ):N'unann.ﬂ: S s
T (41 4 ] ;
Trio. b Ao Omencderust 30 B, annad
o Lo Micumadl., At 2 s cl !m
; . a Oun o] 2
JD'-l' an0y. far
"hnmat Mo %A - li'_"HS i
_pi'r'._ag_ e ‘3-— 1,329 9%
Odclid one biinela neecde 0
rha_rva_u_ mcle, % & ® 10 oy 22
_% ( Pa. .,..'Qi_.a ﬂhn_.r_:\_ﬂ_nz_._}
L licas ﬁam-lﬂ-d—*ﬂ.l.—ih-ﬂ%&‘
O\ ITOvALS EXPLANATION . " Sub-Total
& -
{rf+ ?-‘-’-"—:‘).,\:; Pa. 40 Yendo : Fl. Tax
y g/ . ' Freight |
=‘U_ Other
—— @ Buageted O Non-Budgetes Tot —
— a) L qu)
AECORD OF DELIVERIES
l Dreco. e
‘ L™ -3 | ED
ACCaSERVICES P8Y
STAVABL

ACCOUNTING COPY
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?npraow—:n BY —'__%‘ MANUAL CHECK #
CHECK DATE

REQUESTED BY e

VENDOR & . Name _MLMM%_

AbDZ A
INVOICE #/CESCRIPTION PLANT G/L # MO/VR  AMOUNT  W.0.8% 1099
022 QW 2ol ©5300 1Y) 35555 lodBYo

e ¥ A e P PG T b v ettty —H

County. Made comments TO SCnrank.
10728 conference with J. Schumann of Mass Mutual on
effluent irrigation contract.

Expenses:
Fax
Telephone

CURRENT AMOUNT DUE

make chacks
payable to: Milian, Swain & Associates, Inc.

Soircel S1Z

oo [ S

Wi AT
|
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SOUTHERN STATES UTILITIES, INC.
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FPSC AUDIT POCUMENT REQUEST 95

The Tallahassee analysts are concerned about the organization costs relating to purchase of any
additional plants or systems. In the withdrawn rate case (900329) similar costs were included in
rate base.

1) What is the statusofths@ old amounts?

Organization costs which were included in Docket Numba.900329 were uently removed

b vere subsequently removed from thal,
account and expensed, transfered to Topeka Group, transferred to Franchise and Consents, Accounts 3021
:wnerg mE 3521 Zwuwwuarg, or charé to gnaulhonzeg EE'LIISluOn E.IEEEE: These transfers
oce n and . Organizaton costs were not included in the Company's rate case including
127 of the plants owned by SSU (Docket $20199-WS5). This was done to avoid any controversial issues in
that rate case.

2) Are any similar costs included in 950495-WS?

The only organization costs included in the current docket are those that had been approved by the Florida .
Public Service Commission prior to SSU ownership of those plants. In addition, a few plants that had

been regulated by counties had organization costs approved in prior rate cases. The organization cost
dollars involved are immaterjal as they relate to Docket 950495-WS ($112,788 in water account 3011 and
$115,567 in wastewater account 3511},

P
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. SOUTHERN STATES UTILITIES, ING.
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FLORIDA PUBLIC SERVICE COMMISSION
AUDIT DOCUMENT/RECORD REQUEST
NOTICE OF INTVENT

JUDY KIMBALL
LITY: _S5U
JUEST NUMBER: 95 DATE OF REQUEST: 9-29-9S

JIT PURPOSE: _BATE CASE D#950495-WS

REQUEST THE FOLLOWING ITEM(S) BE PROVIDED BY: ~(-4S

REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS MADE: L[] INCIDENT TO AN INQUIRY
OUTSIDE OF AN INGQUIRY

EM DESCRIPTION:

~THE TAUAHOSSIE AkArIsTS RBRE Colckrisg Afovt

Iy ofF
THE QCRLANZPATINr COSTS RBcAaTIvve To Porcrh
parers 02 S YITrEATS, To +we b fTH P88 be s

) Sipicar COSTS wppr [wciepsy (N
oF THESE Oto Armuers]

At BOpiTeral

Pave Casz (q00329-ws

1) Wear 15 THE STATIS

BAasE, ‘
e cosTe (ucwora 1+ @Soyq S-S,

%)ﬂpﬁ SRreT SR

3 AUDIT MANAGER @_ill_cﬁm. Weratno ' DATE: _Zé;{ﬁf—
{E REQUESTED RECORD OR DOCUMENTATION: :
1 JK HAS BEEN PROVIDED TODAY /.9////75,"
t2)/0] CANNOT BE PROVIDED BY THE REQUESTED DATE BUT WILL BE MADE AVAILABLE BY
(3) [ AND IN MY OPINION, ITEM(S) ISIARE) PROPRIETARY AND CONFIDENTIAL BUSINESS
INFORMATION AS DEFINED N 364.183, 360093, OR 367.156, F.5. TO MAINTAIN CONTINUED
CONFIDENTIAL HANDLUING OF THIS MATERIAL, THE UTILITY OR OTHER PERSON MUST, WITHIN 21 DAYS

AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR CONFIDENTIAL CLASSIFICATION WITH THE
DIVISION OF RECORDS AND REPCRTING. REFER TO RULE 25-22,008, F.A.C.

4 # THE ITEM WILL NOT BE PROVIDED. {SEE ATTACHED MEMORANDUM|

ASTRIBUTION:

u'héte‘:‘ U;llitzﬂc%mplete and Return to Auditor
ink: Audit Fiie Copy o

‘anary: Utlity Racoin PSC/AFA-6 [Rev.2/95) "3§j
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ACCUMARATED BEPVICIATION . WATIN
TOTAL MPACT OF SEPRICIATION RECALCWLATY
WATIR ACCUNULATED FUFTRCOATE
] L nn m s L] on (L]
waw N
- e et " Gngning Fawinnd MR L L
Aot Sy [ g -
- = = . =
NTANILE PLNNT N Y
M3 Oy mm [t o -, am’y [ na: .:
E M - may o L s am
W) Ceefendie E ] " nm [ et (%] (1] -
SONCE CF SUPPLY AND MASSIG . . . . . .
M2 Ui g ™mm [t
"2 Snaben | SysienEn - Ha 1240 ne e . e LE
E 1) Colecs, § vpmed. L} [ “m 1% o L1 am ma
E b A, v & O L] [} L] [} L] L} L] L}
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-EXHIBIT RFD - 6 (PAGE 1 OF 2)
SOUTHERN STATES UT
— DOCKET NO. 950:.95-\1:?“1“' IHG. C[ )

PTY 1996

AUD1T DISCLOSBURE NO. 17

| SUBJECT: FUTURE PLANT REMAINING IM UTILITY PLANT IM SERVICE
~»

|
o
@ FACTS: The audit staff asked Scuthern Statss to reconcile its
E General Ledger water and sever Utility Plant in Bervice balancss as
of 12-31-94, to those balances in the MFR's.

@southorn States began its reconciliation by adding $34,908,326 of
Plant Held for Future Use (Account 103) to booked Utility Plant in
&/. sarvice (Account 101). (See Exception No. 1.)

85U then reduced|this balance by the futurs use portion relating to
county plants $1,387,592 and the land hald for futurs uss amount of
437,839. The remaining amount reconcilad with the SSU Filed

N Utility Plant in Service Accounts. (#1010)

OPIKION: It appears as though there is $33,082,895 of Plant Hald
for Puture Use remaining in the SSU General Ledger amount which
reconciled to the MFR Plant balances. (The futurs usa portions of
that resconciliation is extracted in the calculation below.) .

FUTURE PLANT
ONLY

Future Use Plant 1030 y $34,908,326
Less County Plants \

Future Use = 1030 (1,387,592)
Future Use Land 1030 ©_( 437.839)
Total Remaining 1030 333,082,39%'?,‘5

The PPSC Engineers assigned to 'r-view Putur- Use Plant should ba
awvare that SSU feels that according to its classification thare is
$33,082,895 of future plant in its filed UPIS balances. .

COMPANY COMMENTS: Company may respond at n— ht.r dat...
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o)

SOUTHERN STATES UTILITIES

1994

UTILITY PLANT IN SERVICE
MFR'S FPSC REGULATED TO GL TOTAL COMPA|
RECONCILIATION

12/31/94 Balance per GL (Total Company)

1010 274,181,869 A
1030 ® > “34p0ame 8
Total Company Plant Y 309,070,195
Less Caunty Plants: (Hemando, Hillsborough, Polk) '
1010 - Water & Sewar 30,864,863 1
1030 — 1,387,592 J
Total County Plant v 32,252,455
Total FPSC Regulated Plants 273|817l740
ieconciliation items: (see attached)
Water 41,142 C
Sewer (196,585) D
GP {168,642) E
(324,085)
GL Balances not picked up in MFR's (Plant 00001) 8,286) F
County & Gas portion of Allocated GP - (5,804867) G
1030 Land heid for future use © —=__ (4378 H
\Vﬂ, 270£A 4|363
Balances per MFR's - FPSC ALL PLANTS (June 28 filing)
Vel 11l 5 of 6 1994 A-5(W) 149,079,749
Vol 11l 8 of 8 1994 A-8(5) 121,166,847
: 270£4GI596
Variance from MFR Historic Ending Balance to GL 1,933
immaterial difference
w2285 2:26 PM RECON2.XLS
'
- ,
bl MR v &4 UL (T2 00 el
== | 1§52




] EXHIBIT RFD - 7 (PAGE 1 OF 21)

SOUTHERN STATES UTILITIES
DOCKET NO. 950495-us o Mt Q Lt )

PTY 1996

AUDIT DISCLOSURE 18 [[D ’B m IF Tr

SUBJECT: ORGANIZATION COBTS

FACTS: Document Request No. 95, was dated September 26, was for N
Organization Cost removal documentation. Scuthern States provided 282
the information to the audit staff on October 11, 1995. _'Lf’

girs
The last day of field work was October 13, 1995. )R#“q for DoCV"

OPINION: The audit staff believes that the above is a violation ﬂ;a_l
of FPSC Rule No. 25-30.450 Audit Provision. (See .Exception 10)

‘e

/Due to time considerations, only a Jjudgemental sampla of two
journal entries of the decumentation supplied®could be analyzed.

The first was for the removal of 520,080 of Organization Costs. Of 24-5
that total, $17,563 or 87.29%% was transferred to other Rate Base
accounts. $1,009 er 5.02% went to Various Expenses and $1,548 or

7.69% went to Acquisition Adjustment and Nonutility Bxpenses.

o=
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 (#115.00) was taken.
The following totals were accumulated from this journal entry for

water and sawer combined.
1‘¢'@
Debit # 108.110 $152,709
Credit # 115.000 (128,625)&.‘!-9@

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

COMPANY COMMENT : c°mpahy way respond at a later date.

DRAET
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EXHIBIT RFD - 7 (PAGE 2 OF 21)

| SOUTHERN STATES UTILITIES, INC, Ny 1
o DOCKET NO, 950495-WS | v >
PTY 1996

FLORIDA PUBLIC SERVICE COMMISSION
AUDIT DOCUMENT/RECORD REQUEST
NOTICE OF INTENT

Jony Kirmdatit

LITY: S<v
N Coamame b, @ﬁ%ﬂ%ﬂﬁﬁ‘d‘umm—
UEST NUMBER: _ /7% DATE OF REQUEST: _Jo—1/-9s (3!3s)

T PURPOSE: _@me. Came  DP PSoyqs-wS

REQUEST THE FOLLOWING ITEM{S) BE PROVIDED BY: — 10-13-45

REFERENCE RULE 25-22.006, F.A.C., THIS REQUEST IS MADE: 01 INCIDENT TO AN INQUIRY
I OUTSIDE OF AN INQUIRY

‘M DESCRIPTION: Oﬂéﬂk!}mmy Cosr pﬁﬁamt_

') Rlﬂsz FRoving THE Tovamal EBiTRy OR OTHAR Docvrrmrrarion

[Fern Twe PEriovaL ©F THE ORGANIATIw CovTs [Flor1 TTHE

%ot ,| Ao 3s),1 Accovits,

2) Wsoe Awy oF THEE COsTS PETIREP VIA Acfomviatep

DE Prece nTvess 7 D“Vnnr'rs i~ &mﬂ# .Gy
' Pec ﬂ‘a‘.lﬁ'SS

AUDIT MANAGER Ma’n— (A ormsdr '. - ,'im'ﬂs: @43[%_( '

E REQUESTED RECORD OR DOCUMENTATION:
i HAS BEEN PROVIDED TODAY
121 CANNOT BE PROVIDED BY THE REQUESTED DATE BUT WILL BE MADE AVAILABLE BY

@ [0 AND IN MY OPINION, ITEM(S) ISIARE) PROPRIETARY AND CONFIDENTIAL BUSINESS
INFORMATION AS DEFINED IN 364.183, 366.093, OR 367.156, F.S. TO MAINTAIN CONTINUED
CONFIDENTIAL HANDUING OF THIS MATERIAL, THE UTILITY OR OTHER PERSON MUST, WITHIN 21 DAYS
AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR CONFIDENTIAL CLASSIFICATION WATH THE
DIVISION OF RECORDS AND REPORTING. REFER TO RULE 25-22.008, F.A.C.

) [ THE 'TEM WILL NOT BE PROVIDED. (SEE ATTACHED MEMORANDUM}

STRIBUTION: \ o ( ('l f

nite: Utility Complets and Return to Auditor .
+k: Audit Fils Copy PSCI/AFA-G (Rev.2/95) | 9
inary: Utllity Retain

/4

L A Y i '
Y RYTE LTFIDT TN -“.F‘; st l B | L

<




EXHIBIT RFD - 7 (PAGE 3 OF 21)

SsU £ ™
D#950495-WS U’;J
128 =
B _ PTY 199¢
F'f-! « ORp CoLc
Quick Org Cost Audit for D#950485 - WS R Dedril

Whan Southemn States did provide workpapers supporting Organization
Cost removal, there was only time 1o sample the information that was finally
provided. The first Journal Entry to remove $20,080 Org Costs is analized beiow

Note that the debits are transferred primarily to other rate
base eccounts and credits (A/D) below are transtered below the line

ORGANIZATION COST TRANSFER SAMPLE
-G

302.100 Franchise and Concents 14,533.04

303.300 Treatment Land & Rights 2.950.59

105.07 Const. Work in Progress 30.37
Rate Base Debits 17,563.00 87.20%
8203 etc Various Expenses 1,000.18 502%
114,20 Acq Adjustment
426.11  Nonutility Expenses 1,548.00 7.89%
20,120.18 100.00%
101.10  Organization Costs {20,120.18) 100.00%

A jater journal entry to corfect Accum. Deprec. was also briefly

locked at. An adding machine tape (yes we still do this stuff) of the net
debits and credits to REGULATED ACCUMULATED DEPRECIATION
disclosed that the net entry was & CHARGE 10 A/D $152,700

and a Cr fo Accum. Amort. of Acq. Adj. $128,652 Water

Sewer Combined.

A complete audit of the D/R 114 workpapers would have been possible if
Document Request #95 would have been provided on time. It should be noted
that no Original documents were provided and

EXPENSING of these charges remains a possébility

ov .
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