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The above-referenced audit report is forwarded. Audit exceptions document 
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Staff Accounting &ulletin and generally accepted accounting principles. Audit 
disclosures ahov infor.ation that may influence the decision process. 

The audit waa prepared uaing a micro coaputer and haa been recorded on one 
diskette. Tha diskette .. y be reviewed using I8K compatible equipment and 
LOTUS 1·2·3 software. There are no confidential working papers associated 
with this audit. 
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I. EXECUTTVESU~RY 

PURPOSE: We have applied 1he procedures described in Section IJ of this report to audit Forest 
Hills Utilities' compliance with Commission IIJIPI1M'd rules and tariffs regarding customer deposits 
as of October 31. 1997. The last day of field wort was November 21, 1997. 

DISCLAIM PUBUC USE: This is an internal accounting report prepared after performing a 
limited scope audit AccoldiD&ty, dUs document must not be relied upon for any pwposc excepl to 
assist the Commi.Jsion s&affin the performance of their duties. SubslantiaJ additionaJ work would 
have to be performed to SID!f)r ~accepted auditing saandards and produce audited financial 
statements for public use. 

OPINION: In lqlllda to customer deposits, Forest Hills Utilities is oot in substantial compliance 
with Commission ruJes IDd directives. The expressed opinion extends only to the scope of work 
described in Section II of this report. 

SUMMARY FINDINGS: Forest Hills Utilities is oot properly accounting for customer deposits 
in 1ts General Ledger. Tbe Utility is not refunding customer deposits on hme. The company has 
collected customer deposits in excess of Commission approved tariffs. 



U. AUDIT SCOPE: 

The opimons contained in this report are based on the audil work described below. 

CUSTOMER DEPOSITS: Examined a sample of customer deposit ~funds contained in the 
Utiliry report submitted to sa.ff. Tested customer deposits for compliance wilh Commission 
approved tariff and Florida Administntive Code:. Ewnined a sample of canceled checks listed L'l 

refunded. Reviewed dcpolit ret\mds IMde by billina credit by examinina Company's Billing 
Register. Revi~ payment ofintaat on customer deposits. Reviewed customer depos1t refund~ 
to ascenain compliance W:th Commission rules. 

2 



EXCEPTION NO. I 

SUBJECf: REFUND OF CUSTOMER DEPOSITS. 

STATEMENT OF FACI': Florida Administrative Code 2S-30.J II (S) states that .. after a 
customer has established a satisfactory payment record and continuous service for a period of 23 
months, the utility sball rcfi.md the ~idential customer's deposits. provided the customer has not. 
in the preceding 12 motdhs, (a) made more than one late payment of a bill, (b) made payment with 
a check refused by bank. (c) been disconnected for nonpayment at any time. . " 

OPINION: The utility provided a deposit listing showing account numbers. customer names, 
deposit dates, deposit amounts, and la1e payment history of 887 water customers with deposits 
totaling $21,98~ 00 as of October 31. 1991. Based on an analysis of this report, al least 261 of 
these customers (290A.) have deposits totaling $737S.OO that are more than two years old and also 
have a good payment history. 

CONCLUSION: The utility is not in compliance with rule 2S-JO. J 11 ( S) Florit:ia Administrative 
Code, therefore, the utility should be required to refund these customers deposits with the 
appropriate accrued interest. 
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EXCEPTION NO.2 

SUBJECf: Customer Deposits in Excess of Commission Approved Tariff. 

STATEMt:NT OF FACf: Commission approved lariff sheets' No. 13 andl4, says, "'before 
rendering service, the CODlJmiY will require a deposit or guarantee satisfactory to the company to 
secure the payment of bills. and the company shall give the customer a nonnepiablc and non­
transferable deposit receipt. The amount of such deposit shaJI be $2S.OO or an amount necessary 
to cover minimum cbarps for seMc:e for three (3) billing periods. whichever is greaJet' ... ·· Under 
the Utility's current tariff, the minimum charge for thm: billing periods is $66.93 

OPINION: The rompany bas collected customer deposits in excess of the approved tariff. 
According to the Utility Customer ~it Listing as of October 31, 1997, the company has 143 
custornc:n with noo.oo deposits. The utility cla.imed that all 143 customers have $75.00 for water 
and $2S.OO for non regulated street lights and garbage service. Further investigation into the 
company's billingjoumal rc\a1cd thai 19 oftbose customen do not have street lights and garbage 
which the company claimed the S2S.OO was for. 

CONCLUSION: The 124 cll51omers with water, garbage, and street lights have been required to 
pay $8.07 ($75.00-66.93) in e:u:css of the maximwn allowed deposit. The 19 customers without 
garbage and street ligbts have been over charged $33.07. Therefore, the company is not in 
compliance with the Commission•s approved lariff. The company should be made to refund the 
excess amount above the tariff with any accrued interest. 
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DISCLOSURE NO. i 

SUBJECT: Deposit Records and fnterest. 

STATEMENT OJ' FACTS: 

Receipt ror depallt: Florida Administrative Code No. 25-30.311 (2) requires a non-transhnble 
cenificate of deposit be issued to each customer and means provided !1!0 that the customer may 
claim the deposit iftbc ccrtificalC is lost 

Ream~ for .... ·. florida Administrative Code No. 25-30.3 t I (3) requires utilities to keep a 
record of (a) tbc name of each customer makin8 the deposi~ (b) the premises occupied by the 
customer wbc:n 1be deposit wu made; (c) the date and amount of deposit; and (d) a record of each 
transaction concerning such deposit. 

bterat oe depelit: Florida Administrative Code No. 2~-JOJ II( 4), says (a) Each utility which 
requires c.:pos:its to be made by its customers shall pay a minimum .nterest on such deposits of 6 
penbtt per amum. (b) The deposit sha.ll be simple interest in all cases and settlement shall be made 
annually, ei1ber in cub or by credit on the current btll This does not prohibit any public utility 
payjng a higher rMe of interest than required by this rule. 

STATEMENT OF OPINION: The fint month's bill rec;eweti by the customer shows th~ total 
deposit amount paid However, the amouat is not broken down to show how much is related to 
Water and bow much is related 1o Gubqe and Street Lights. The Utility maintains a record for 
each customer's deposit on a .. New Account lnfonnatioo .. sheet. The Utility is paying 8 percent 
annual irnerat on cUSiomen' deposits every July by crediting customer bills 

CONCLUSION: The coanpauy i.s in~ compliance ,.;th Rule 25-30.311 (2), (l), and (4) 
Florida Administrative Code. 



Disclosure No. 2 (comd) 

Note thai the $100.00 deposit is part utility and p111 non .tility. Howner. the entire refund amount 
is debited to the Utility Deposit sub account. Similarly, when a new customer ~)'5 the mltial 
deposit. the e:lllft mount is aati1ed tD the Utility sub account even though a portion is non ;.ttihty. 

RECOMMENDATION: Since the detailed deposit listing wu being maintained independent of 
the General LedFr COIIIIOI .ccount. there is no way to assure its compldenCSS. However, we 
obseM:d sew:ral moallbs trlni8Ctions in the detailed deposit listing and found them tD be accurate. 
We rccommead KA~ina the detailed llstinp u substantially COI1'eCt and ldjUitina the General 
Lectaer sub ICCOUIItl to ape to thclc deWlcd hm. The Utihty should abo oorrect stl KCOUn\ing 
procedures 10 that the full amount of the deposit refunded is posted to the correct Gcncra.l Ledger 
sub accounts. The detailed deposit llsting lhould be aped to the General Lectaer monthly and any 
differences corrcctcd. 
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Commissioncn: 
JUUA L. JoHNsoN, CftAaRMAH 

J. TERRY DEASON 

SUSAN F. CLAJU(. 
DIANE K. KlEsl...ING 
JoE GARCIA 

Mr. Robert L. Dreher 
Forest Hilla Utilities, Inc. 
1518 U. S. Highway 19 
Holiday, Florida 34691-5649 

STATE OF FLoRIDA 

December 23, 1997 

DMIIoH Of ~coaDI .. ~-TlNO 

BL..ANC/1 S. BAYr'l 

DlkECTOR 
(8S0)413-6770 

Re: Docket No. 961475 - SU -Forest Hills Utilities, inc. 
Audit Report - Customer Deposits Review 
Audit ControJ I 97-286-2-1 

Dear Mr. Dreher: 

The enclosed audit repot t ia forwarded for your review. Any company response 
filed with this office within ten (10) work daya of the above date will be forwarded for 
consideration by the staff analyst In the preparation of a recommendation for this case. 

Thank you for your cooperation. 

KF/cls 
Enclosure 
cc: Public Counsel 

Rose Law Firm 

Sincerely, 

~}JL~~ J 

Kay Ftynn, Chief 
Bureau of Records 
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