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L EXECUTIVE SUMMARY 

AUDrr PURPOSE: We have applied the proccdun:s described in Section II of this report 
to prepare proposed schedules of Rate Base, Net Operating Income, and Capital Structure 
for tbe twelve month period ending June 30, 1997 for the Paradise Lakes Utility, L TO. 
petition for staff assisted mtc case, FPSC Dockct970633-WS. 

DISCLAIM PliBUC USE: 'This is an Internal acc:ounting report prepared after 
pafonning alimi1ed scope audit Accordingly, this report should not be relied upon for any 
purpose except to assist the Commission staff in the: pcrfol't1lAI\Ce of their duties. 
Substantial additional audit woct would have to be pafonncd to satisfY generally accepted 
auditing standards and produce audited financial statements for public use. 

OPINION: The schedules of Rate Base, Net Operating Income, and Capital Structure 
represent Paradise Lakes Utility, LTD. boob and records, which were maintained In 
substantial compliance with Commission directives. The expressed opinions extend only 
to the scope of wodt described in Section n of this report. 

SUMMARY FINDINGS: 

( I) The Utility did nol retire wastewater plant as established by prior Order No. PSC-95-
1538-FOF-WS. Also, it did not retire plant associated with the interconnection to Pasco 
County for the treatment of wastewater. 

(2) The Utility did not adjust accwnulalcd dcpn:dation or expense for the retired 
wastewater plant 

(3) Appcopiatc composite rates were not used for the amortization ofCLAC. 

(4) The Utility did not reflect management fees established by prior Order No. PSC-95-
1538-FOF-WS. 

(5) Operation and maintena.nce expenses were adjusted for the test year used 

(6) Pro-forma adjustments were made to reflect the interconnection to Pasco County for 
wastewater treatment. 
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ll. AUDIT SCOPE 

RATE BASE: Reconciled beginning rate base to prior Order No. PSC-95-1 538-FOF-WS 
embli5hing.Rate Base as ofDeclcmber 31, 1995. Scheduled and tested I 000~ of plant and 
CIAC additions for the period 01/1/95 through 06130/97. Computed and scheduled 
accumulated deprcciltion (plant) and accumulated amortization ((;tAC) baled upon staff 
adjusted htl•nces for plant and CIAC usmg rates that wen: approved during prior rate 
proceedings for the above period. Made appropriate adjustments to same. Adjusted for the 
interconnect to county for wastewater treatment. Computed Working Capital at 1/8 O&M 
expenses. 

NET OPERATING INCOME: Scheduled Net Operating Income for the test year. 
Recomputed revenues for the test year based on usage and FPSC tariffs. Scheduled all cash 
disbursements for the test year and tested aiL vendor invoices for com:ctness as detennined 
by pre-selected attributes. Prepared pre>-forma adjustments to reflect county interconnect. 
Recalculated Depreciation and Amortization of CIAC expenses per rule 25-30.140 since 
last audit. Recomputed Taxes Other Than Income for the test year. 

CAPITA.L STRUCTURE: Scheduled equity capital and liability account balances as of 
June30, 1997. 

OTHER! Prepared a working trial balance for the 12 month period ending 06/30/97. 
Prepared schedule of water usage and obtained copies of federal tax returns and county 
tariffs. 
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AUDIT DISCLOSURE NO. J 

SUBJECT: Wutewater Plant In Service/Depredation 

STATEMENT OF FACT: Commission Order No. PSC-95·1 538-FOF-WS, issued December 13, 
1995, made an adjustment of($109,214) to both wastewater plant and accumulated depreciation 
to retire plant which was used to discharge treated water to a llC8lby orange grove as re-use. 
The utHity did not reflect the retirement of the reuse plant on the books. This plant is shown in 
Treatment & Disposal Equipment (A/C 380) and is being depredated at 6.67% yearly. 

In May of I 997 the utility was connected to P85CO County for the treatment of wast.ewater. 

The utility books reflected 8 balance of $653,843 in wastewater plant in service and $234,086 in 
accumulated depreciation as of June 30, 1997. 

AUDITOR OPINION: The utility has not retin:d the wastewater treatment plant that is no longer 
used due to the in1erconnection to tho county for the treatment of wastewater. After discussion with 
the utility Controller and maintenance supervisor, the auditor wrote off$ I 36,487 to Treatment & 
Disposal Equipment (A/C 380) and $16,115 to Structures & Improvements (NC 354) to reflect 
retirement of plant due to tho interconnection. 

The costs of connecting tr· the county for wastewater treatment was $20 I ,000. The components for 
the new plant associated with the interconnect will be determined by FPSC staff. For the audit. th.e 
$20 I ,000 costs were depreciated using the yearly composite rate. 

In addition, the utility capitalized 8 non-rccwring expense of $2, I 00 which was 50% of the cost for 
repairing a road, which is owned by the pan:nt company, leading to the water plant and maintel'lJlllce 
building and capitalized $126 which should have been expensed. 
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Disclosure No. I (coot) 

RECOMMENDATION: Adjust the utility rccordJ to renect the above. 

WostOWJ!ter Plant 

Balance @06-30-97 
Retirement of n>ouse plant 
Retire plant for County hookup 
Adjust for non-recurring and miscodcd expense 

Total adjustment 
Balance Per Audit 

WastGWI!Cr Pcprccjation 

Balance per books @06-30-97 
Adjustment per Order 
De]nciation on reuse plant 
Depreciation on retired interconnect 
Differences in rates used 

Total adjustment 
Balance per audit 

Accum Qgpre 

$234,086 
(109,2 14) 
( 18,21 1) 
( 4,874) 
l 38Sl 

$101 402 

S6S3,843 
( 109,214) 
( 1S2,60.l) 
( 2 226) 

{$264 042) 
$389 801 

Dcpn: fvrx;nsc: 

($132 684) 

$30,090 

( 7,28S) 
( 4,874) 
C I 034) 

$16 897 
($13193) 
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AUDIT DISCLOSURE NO. 2 

SUBJECf: CONTRIBUTIONS IN AID CONSTRUCI'ION (CIA C) 

STATEMENTOFFACI': Commission Order No. PSC-95-1538-FOF-WS. issued ~bcr 13. 
1995, calculated amortization ofCIAC by using the yearly composite depreciation rat.es. 

The utility used a raJ.e of2.2S% for water and 1.44% for wastewater for 1995 and 2.38% for water 
and 1.46% for wastewater i.n 1996 a.nd 1997. 

AUDITOR OPINION: 

The utility should adjust the boolcs to reflect CIAC amortization using the yearly composite rates. 
"fbe following adjustment is needed: 

W&stcwatcr 

Balance per books @06-30-97 
Adjust for composite rate 

Balance per audit 

Water 

Balance per boolcs @06-30-97 
Adjust for composite rate 

Balance per audit 

Areum Amortz 

s 7,402 
3968 

II 370 

$4,643 
I 130 

sm 
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Amonz Mpensc; 

s 829 
I 486 

2315 

$ 661 
446 

I 107 
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AUDIT DISCLOSURE NO. 3 

SUBJECT: OPERATION A MAINTENANCE EXPENSE 

STATEMENT OF FACT: CommisslonOrderNo. PSV9S-IS38-FOF-WS, issued December 13, 
1995, established annual management fees for the services provided to the utility by Paradise Lakes, 
Inc. The fees were $20,833 for water and $22.295 for wastewater. The utility is presently paying 
S I 5,096 for wa1eT and $22,656 for wastcwatCT In accordance with an agreement between the parties 
dated J&nllll)' I, 1989. 

In addition. the utility misc.lassificd the~~ of some payments made for o.tM expenses 
during the test year. 

AUDITOR OPINION: The utility ioterc:onnect to Pasco County for the treatment of wastewater 

will afTect O&M expenses. The following adjustments to utility records are needed to rencct O&M 
expenses for the tat year and proforma expenses for rate making: 

Water Qp;mtjns Emcnscs 
11615 Purchased Power- Out of period adjustment 
11630 Contractual Svct- Reclus from Material &Supplies 

Reclus from Cont Svcs (WW) 
Out of period adjustment 

Al1j to PSC Order & Index 
11655 lnswance- Adj for ehan,ee in coverage 

WISJewat« C)pmtjna f.m;•zs 
11711 Sludge Removal- Out of period adjustment 

Adj for retirement WWTP 
1/715 Purelwcd Power- Out of period adjustment 

Adj for retirement WWTP 
11718 Chemicals - Out of period adjustment 

Adj for rcti~ WWTP 
11120 Material&Supplics-Rcc:lass to Cont Svcs (W) 

Capitalize co Struc&lmprv 
11130 Contractual Svcs - Reclus to Cont Svcs (W) 

To CXJ)CD.SC 

Out of period adjustment 
Ad) to PSC Order & Index 
Adj for n:tlrcment WwrP 
Reflect WW ehg:s trom County 

11155 Insurance- Adj for change In <.overage 

-8-

Awfjt Adj 

($ 8.2.5) 
1,192 . .50 

775.00 
360.00 

.5,736.00 

$8 055 25 

s 390.00 

115.48) 

( 104.94) 

( 1,192 . .50) 
( 448.09) 
( 77.5.00) 

126.26 
360.00 

( 360.00) 

( $2 119 7.5) 

Proforma Adj 

s 1.167.00 
C I 580 00) 
($ 4!300) 

($4,370.00) 

( 4.352.00) 

( 7,059.00) 

1,249.00 
( .5.272..00) 
36,147.00 

C I .580 ()()) 
$!4263 00 
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AUDIT DISCLOSURE NO.4 

SUBJECT: OTHER ADJUSTMENTS 

STATEMENT OF FACT: The uti lity maintains the books on a calendu year. The au.:!it was for 
the test year 07..01-96 - 06-30-97. 

As of06-30-97 Noa Payable (AJC 222) had a balance of $70,136.48; confirmation from the bank 

has a balance of$70.307 .JS. The difference is (S 170.87). At year end the utility would adjust its 
records to reconcile any diffcacnocs. 

The utility ICCIUCS tbc RcsuJal.cxy Assessment Fcc (RAF) monthlv based on prior year revenues. At 
year end an adjustment is made to n:nect actual amounts for the year. For the test YbiJ ending 06-30-
97 the boolcs showed RAF of$2,46C.S I for the water operation and $4,740.30 for the wastewater 
operation. 

The RAF was rccalc:u1ated using test year revenues. The recalculated RAF was $2,730.59 f.;; water 
and SS,490.32 for~ operations. This resulted in an understatement on the utility books of 
$270.08 and $750.02 respectively. 

AUDITOR OPINION: lncn:uc Notes Payable by $170.87 and RAF by $270.08 for water and 
$750.02 for wastewater to rcncct the above for rate making purposes. 

-9-



EXHIBrr 1 
PAGE 1 Of2 

DESCRIPTIOH 

IJT1UTY PI.AHT IN SERIIICI! 

I.AHO 

I 
I 
I 
I 
I 
I 
I 
I 
I 

PI.AHT HELD FOR F\IT\JR£ USII 

CIAC I 
I 

r:NP I 
I 

ACCIJMULATED DEPfiECIATIOII 
l 

AMOR'TlZAllOH-CU\C 

WORI<lNG CAPfTAL 
(IIIlTH Of 0&M EXPEHS£8) 

TOTAL 

• 

(1) 
8ALAHCE 

P£RIOOK8 
eoer.»'fT 

!lUClO 

7.81)0 

0 

(27 ,100)1 
I 
I 

o I 
I 
1 
1 

(72.807)1 
I 
I 

4,843 1 

I 
' I 
I 
I 
I 
I 
I 
1 

107.835 1 
I 

• 
PAII~Dall lNtO Uli..ITY, LTD 
DOCUT~ 
RATE IIMI· WAnlt 
TOT 1'111100 INMD JUNe ao, 1tfT 

(b) (C) 
AUDCT AUOfTE) 

AOJUSTUI!Hrs 8AI.AHCE 
001fl(W7 

185.800 I 
I 
I 
I 
I 
I 

7,800 I 
I 
I 

0 1 
I 
I 

!27.800)1 
I 
I 

0 I 
I 
I 
I 

(72,807)1 
I 
I 

1,130 02 s.m 

. ,878 • .17& 

o.eoe 113,441 

NOTE: WOAI()NO CAPfTAL AT Ill AUDIT'Oft COIWVTtO O&M EXPENS!!IS 

-lo-

(d) 
AVE~Wl£ 

AATEIWIE 
~7 

185,800 

7,800 

0 
I 
I 

(27 .800)1 
I 
I 

0 1 
I 
I 
I 

(70,1138)1 
I 
I 

5,U. J 
I 
I 

• .8711 I 
I 
I 
I 
I 
I 
I 
I 
I 

115,133 I 
I 
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EXHIBIT 1 
PAGE20f2 

OE8CIU'TICH 

IJ1lUTY P1.AHT IN SERVICE 

lMO 

P1.AHT HE1.D FOR FUTURE U8f 
I 
I 

CIAC I 
I 
I 

CW1P I 
I 

~ M •~TED OEPRECIATIDfl 

~-
AMORTlZA T10f+.ClAC I 

I WDIOOHG CN>ITAL 
(1/8TH Of O&M EXPENSES) I 

I 
I 
I 
I 
I 
I 
I 

TOTAL I 
I 

• 

(1) 
IIAI AHCE 

PEReootte 
OCJ8I3CWf 

163,t.13 f 
I 
I 
I 
I 

•.oool 
I 
I 

0 I 
I 
I 

tN#ZOll 
I 
I 

Of 
I 
I 

tm.oee)l 
I 
I 

7,4021 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 

407.2)1 I 
I 

• 

(b) (c) (d) 
AIJDfT AUDITED AV'EAAGE I 

ADJU8'1lEHT8. IIALAHCE P1.AHT I 
0Q8130117 00813Qo97 I 

I 
(284,042) 01 1 aa ... 011 407.t04 I 

I I I 
I I I 
I I I 
I I I 
I I I 

)8,000 I )8,000 I 
I I 
I I 

o I 0 1 
I I 
I I 

(&5,120)1 IM~ll 
I I 
I I 

o I Of 
I I 
I I 
I I 

132,a.& 01 (101.402)1 (17,441) 

I 
I 

3 .... 02 11.310 I 10.821 
I 
I 

e.m 8,733 1 8 ,733 
I 
I 
I 
I 
I 

I 
(120,8&7) 288,$tl f 307,780 

I 
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E»tt81T II 
PAGE 1 OF2 

OESCRtPTlON 

OPEAATlNG R£\IEHUE8· 

FLAT RATE 
METERTEO 
OllER 

OPEAATlNG EXPEHS£8· 

O&MEXPENSE 

OEPRECIATlON EXPENSE 

AMORTIZATION· CIAC 

TAXES.OllER 

OllER lJTlUTY (AMORTZ) 

TOTAL PROFIT (LOSS) 

• 
PM''IDIR 1.AK1!1 UT1UTY, L TO. 
ooa<ET t10Q) . wa 
NET OPI!JUITifO INCOIII! · WATER 
11 MOHTHII!HDID JUNE 30, 111181 

(a) (b ) 
8AI.N4Ce Ai.JOIT 

PER AOJUSTWEINTB 
110011.11 

0 Cle/30187 

(IIO,MO) 

(44.237) 
(10,<M3) 

0 

2t,MO 18,0&11 

7,888 

(eel ) (4411) 

2.78e 270 

11111 

21,133 (7,1180) 

- 12-

• 

(C) (d ) (e) 
I ~ l f'RO.FORMA I AD.AJBTEO 
I PER I AD.AJBTWEHT I BAI.NIC£ 
I AUOfT I I 
I Q OSIJ(W7 I I 
I I I 
I (80.MO)I I (ecl.MO) 
I I I 
I I I 
I I I 
I I I 
I I ) 

I I I 
I ( I 
I 

37,404 1 
I 

031 1413) 30,eD1 
I 

I I 
I 

I 7,age I 7,8811 
I I 
I I 

021 (1,101)1 (1,107) 

I I 
I 

OC I 3,0110 1 3,0110 
I I 
I I 
I I 
I I 
I 11111 1 1110 
I ( 
I I 

13,263 413 13,068 -- --- .... ___.. . ......... --. 



EXHIBIT II 
PAGE20f2 

OE6CRlPTlON 

OPERATING REVENUES; 

FLAT RATE 
METER'TtO 
O'TliER 

OPERATING EXPENSES: 

CUI ElCJ>EHSE 

OEPR!:CIATlON ElCJ>EHSE 

AMOR'T1ZA TlON • ClAC 

TAXES.OTHER 

OTHER UT1UTY (AMOIUZ) 

TOT No PROFIT (lOSS) 

• 
PA!'~ LAICU UTIJTY. LTO. 
DOCICIT 1'701» • M 
NeT OI'I!RA TINO INCOME • SEWER 
12110Hntl ENDED JUNE 30, 1wt 

(I) (b) 
8ALAHCE N.I)!T 

~ 
IIOOK8 

ADJUSTMENTS 

OoentJNT 

(122.007) 

l::~ 
0 

155.1183 (2.120) 

30,081 (13,1t3) 

(G) (1,48e) 

15,015 7150 

1811 

31,621 18,048 . ...._ .... ---------·-* 

-13-

• 

(c) (cf) (I ) 
I ~ 1~1 ~ 

I PER : ADJUSTMENT I 8ALAHCE 
N.I)!T 

I OOSI3CIID7 I I 

I I I 1122.007)1 (122.007) 

I I I 

I I 
I I 
I I I I I 

I I 

I I 
031 63,1183 I u.m ISU211 

I I 
I I 

011 I 
115,8881 18,U8 

I I 
I I 

02) (2,31511 12.315) 
I I 
I I 

[)II 5.8251 6,825 
I I 
I I 
I 
I I 
I 1&11 I 188 

I 
I 

.7.1570 (1•.783) 3:2.1107 
-.•••••-.•aw ...... ~ • --
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EXHIBIT II 

,AIUoa.l LAKD 11\'UTY, LTD. 
ooa~nrroua-wa 
CAI'ITAI. aT'IIUIC1VItf: 
.... 011 JUNI! •• 1tt1 

(e) (b) (o) !Ill 
~ AUDIT AUDfTEI) I 
PEft~ ADJUS'TUeNT8 PERaooKS I RATIO I 
0011'»'97 OOII»'t'f OESCitiP'TlON 

COMMON EOUITY (AI I 386,52t I 0 
I I 
I I 

CURREHT EARNNlS (8) I 21,0M I 
I I 

GEHL PARTNEJtS EQtMTY I Jea.-1 
I 

L TO PARTNERS EQUITY I ueat 
I I 
I I I 

NOTES PAYASL.~ I 60,000 I 
I ~.131 1 171 04 
I I 

IHTERCOUPAHYPAYNI'..£(C) I 111.1100 I I 
I I I CUSTOMER IJEPO>..,'!S I OJ 
I I I 

lTC I I 
I I I 

OTHER I I 
I I I 

TOTAL m,IM! 171 

IN Common ecp~y 1o ... ....., at.,. .... ..,.llled......, a. 
(8) lr'ooWee ..,q. .... pedod 1/1 • etJIWI. PYlar ..,...lllleceecl ... ,....... ~. 

(C) lr'ooWee $10,000 ...-..cl 31151rom _,,IDI,tOO peld by PndiM ~Inc. (PU), 
_. .. - .... ocatltm. PtlarOrdlltNo. P$C41-IW-­
Itom PU • eloen..., 1*0 ....... .., 118 ..-y, 

- 14-

I I 

315,621 I ~ 

' 211* 

34IZ,4eiJ 

Ull 

!10,000 ·~ 2.0,307 S.s:.!'!' 

111,1100 IUT'lt. 

0 

0 

0 

on.m 100.~ 

(h) ()) 
C0$1' IWEIOHTml 
RAll! IC08TOF I 
(I) I CAPrTAL I 

8~ 1 UTY. I 
I I 
I I 
I I 
I I 
I I 
I I 
I I 
I I 

I 
I 

10~ O.IT'lt. I 

··~ 
0.33% I 

I 
0~ 0~ 1 

I 
0~ 1 

I 
0~ 1 

I 
O.GO% I 

I 

7.77% 
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JULIA L JoHNsoN, OWAAIAN 
J. T'ERRY DEAsoN 
SUSAN F. CI.AAK 
DIAHil K. Kl£suNo 
Joe GARCIA 

Mr. Fred BIICboff 
ParadiJe LUes Utilitiy, Lid. 
Post Office Box 750 
Land O'Lakcs, Florida 34639-0750 

STATE OF FLoRIDA 

September 9, 1997 

• 
01\_C/1 ...... _ 

BIANCA S. BA YO 
OIAECTO!l 
ca50)<41J~no 

Re: Docket No. 970633-WS -- Paradise Lakes Utility, LIS. 
Staff-uslSfcd Rate Cue Audit Repon 
Audjt Cop1r0! ft 97-189-2-1 

Dear Mr. Bia:boffi: 

The enclosed audit ~ is forwarded for your mtiew. Any company response: filed with 
this office within ten (10) work days of t.bc above date will be forwarded for consideration by 
the staff analySI in the preparation of a recommendation for this case. 

Thank you for your cooperation. 

BSBIDNV/cls 
Enclosure 
cc: Public Coun.scl 

Sincerely, 

~~.l~. _! 
Blanca s. Bayo ~ 


	7-6 No. - 4098
	7-6 No. - 4099
	7-6 No. - 4100
	7-6 No. - 4101
	7-6 No. - 4102
	7-6 No. - 4103
	7-6 No. - 4104
	7-6 No. - 4105
	7-6 No. - 4106
	7-6 No. - 4107
	7-6 No. - 4108
	7-6 No. - 4109
	7-6 No. - 4110
	7-6 No. - 4111
	7-6 No. - 4112
	7-6 No. - 4113
	7-6 No. - 4114



