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May 22, 1008

Division of Records and Reporting
Florida Public Bervico Commission
2640 Shumard Cak Boulevard
Tallahasseo, Florida 828000850

Ro: Docket No. 971670-WU, Application of VENTURE ASSOCIATES UTILITI ks
CORPORATION for Approval of Transfor of Part of Cortificale No. ABHW in

Marion County

(lontlemen:

On bohalf of Venture Assoclatos Utilitios Corporation, | am Nling this response o
tho Audit Roport in the roforencod docket. | whall addrons the audit oxeoptions n

the order they appoar in the repaort.

Audit Exception No. 11 Prior FPSC Audit Exceptions

This sudit excoption incorporatas throo audit oxcoplions and one audit disclosure
in the Audit Report dated March 12, 1993 (Audit Control Numbor

p
ACK 02.220-8-2). I'm enclosing a copy of our May 20, 1003 response (o tho provious audit
roport (excluding documantation of rate cas pxponso), and the Juna 80, 1003

NA appraisal of well site w2
aso and June 80, 1000 pppraisal, no

APP .
As discussed in the May 20, 1008 rospo
adjustmont ia required for Audit Excoption No, 1. The Utility doos not contost the
correct valuation of

adjustmonts proposed by Audit Exooptions No. 2 and No. 8, The
tand s $10,104 for woll site #1 and $48,0040 for waoll site #2, resulling in gAn.06I

roduction in the cost of land.
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Audit Exception No. 2: Accumulated Depreciation

This audit exception adjusts accumulated depreciation to that compu  d using the
sorvice lives used in the depreciation calculations in the previous auwt. IL states
that the bowoked depreciation contains fluctuating rates, mathematical errors and
non-reconcilable beginning and ending accounting period balances.

As of January 1, 1994, Venture Associates Ulilities Corporation adjusted the servico
lives to those listed for Class A and Class B utilitios pursuant to Rule 26-30.140(2),
because it had become a Class B utility. This adjustment accounts for the change in
depreciation rates the auditor characterizod as fluctuating rates. We shall not
address the issues of mathematical errors and non-reconcilable beginning and
ending accountiug period balances, because the recalculation of accumulated
depreciation for the period January 1, 1993 through January 31, 1998 rondors these
issues moot.

The Commission has never established rate baso for the Palm Cay water system.
Nor has the Commission ever approved depreciation rates. Because Venture
Associates Utilities Corporation is a Class B utility, and since the Commission has
never approved depreciation rates for this Utility, the Commission should calculate
accumulated deprociation from the incoption of the Utility using the Class B service
lives, rather than using the Class C service lives the auditor proposes.

An argument could be made to use the Class C deprocintion rates bocause the Palm
Cay Utilities, Inc, will Lo operating this water system separately. This argument
would be without merit for two reasons. First, Rule 25-30.140, Florida
Administrative Code, makes no provision or requirement to set different
depreciation rates for separate water systems operated under the same certificate
and located in the sameo county. Second, the Palm Cay water system by itself is
generating gross revenue suflicient to be classified as a Class B utility. Palm Cay
Utilities, Inc. will accordingly accrue depreciation expense as computed with the
Class B service lives. The Class B revenue threshold, the gross revenue, and the
three-year average gross revenue by year for the Palm Cay water system follow:
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Three-year
Class B Palm Cay Avorage

Yoar Threshold Grosa Revenue Groas Revenue
1990 $150,000 £147663
1991 $1560,000 $171,299
1992 $150,000 $189,726
1993 $£1560,000 $212,774 £169,662
1994 $160,000 $196,9856 £101,266
1995 $1560,000 $198,777 £109,828
1996 $160,000 $202,462 $202,8456
1997 $160,000 $202,681 $199,408
1998 $£200,000 NIA $201,307

The Commission should accordingly calculate accumulated depreciation as
presented in Schedule No. 1. In this schedule, we have calculated accumulated
depreciation by applying the Class B service life rates to the annual utility plant in
service additions reflected in the Commission audit work papers. We have also
dobited accumulated depreciation for plant retirements pursuant to the Uniform
System of Acocounts for Class B Water Ultilities 1996, Accounting Instruction 22,
The auditor erroneously netted the retirements against the associated plant
additions. The auditor’s treatment would prohibit the Utility from recovering the
full cost of the retired asset, thus depriving the Utility of its property without
compensation. The treatment prescribed by the Uniform System of Accounts allows
the Utility to recover its full investment over time. The adjusted accumulated
depreciation as of January 31, 1998 is $1565,426,

Audit Exception No. 3: Accumulated Amortization of C.LA.C.

This audit exception adjusts amortization of C.|.A.C. to reflect a weighted composite
rate based on utility plant in service excepting general facilities. The auditor statos
the Utility did not maintain records adequately supporting the separation of C.1LA.C.
from utility investments pursuant to Rule 25-30.140(8), and did not apply consistent
amortization rates.

To the contrary, Venture Associates Utilities Corporation has adequately supported
the separation of C.LA.C. from utility investmonts, Venture Associates Utilitios
rocoivod no contributions in ald of construction in kind, Therofore no assol can bo
spocifically identified as having been contributed to the Utility.
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The Commission authorized Venture Associates Utilities Corporation thi o separato
service availability charges, which relate to three separate functions: pl L capacily
charges, meter installation fees, and main extension charges. Ventur Associates
Utilities Corporation has specifically sogregated all contributions in aid of
construction by account to identify all contributions in aid of construction with the
relatod plant function as follows:

Account

Number Account Title

01271.1 PC - CIAC-Plant Capacity Charges
01271.2 PC = CIAC-Meter Installation Fees
01271.3 PC - CIAC-Main Extension Charges

Rule 256-30.140(8)(a) states in part, “Where CIAC records are not kept by account,
the depreciation rates shall be applied to the entire depreciable plant. The CIAC
plant shall then be amortized either by account, function or bottom line depending
on waﬂ-hﬂit.v 01‘ -umml-ins infm'mmnn The amortization rate shall be that of the

According to this portion of Rule 25-30.140(8)(a), “The amortization rate ghall be
that of the appropriate account or function where supporting documentation is
available to identity the account or function of the related CIAC plant.” Venture
Associates Ulilities Corporation, by recording contributions in aid of construction
segrogatod by type of charge and by providing satisfactory audit trails to source
documents, has met this criterin. The only correct method of calculating the
amortizution of CIAC is to use the amortization rates determined by related plant
function as Venture Associates Utilities has done.

Once again, Venture Associates Utilities Corporation adjusted the service lives to
thoso listed for Class A and Class B utilities pursuant to Rule 25-30.140(2) as of
January 1, 1994, This adjustment accounts for the change in amortization rates the
auditor characterized as inconsistent between periods, with the exception of a
sproadsheet error rendered moot by recalculating accumulated amortization.
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Schedule No. 2 calculates the amortization rates using the weighted cost of related
plant methodology. The correct amortization rates are 3.98% for plani capacity
charges, 5.00% for meter installation fees, and 2.38% for main extensior charges.
Schedule No. 3 calculates accumulated amortization by applying these ri 118 to the
contributions in aid of construction additions reflected in the audit wo.«x papers.
The correct accumulated amortization of C.1.A.C. is $179,766.

Audit Exception No. 4: F.P.S.C. Filing Fees

The Utility's application does not include the filing feo in utility plant in service.
Therefore, no adjustment is required.

Rate Base at Date of Transfer

Schedule No. 4 presents rate base as of January 31, 1998 after making the
appropriate adjustments, Adjusted rate base as of January 31, 1998 is $69 448,

Please call me at 6562-9886 if you need additional information, or if you have any
questions.

Sincerely,

e Z .

Norman F. Mears
Senior Utility Consultant

Hand deliver

Enclosures

cc: Joseph C, Price
Jon M, Kurtz
Cheryl Johnson




VENTURE ASSOCIATES UTILITIES CORPORATION Schedule No. 1
Schedule of Depreciable Utility Plant and Accumulated Deprecialion Sheet 1 of 12
For the Period January 1, 1887 through January 1, 1908

Uity Accumulated

Acct. No. Account Title Plant Depreciation
301 Organization 65,218.95 10,374.74
104 Structures & Improvements 23.214.41 6,309.76
207 Wells & Springs 42,752.88 13,365.00
209 Supply Mains 12,327.72 798.40
310 Power Generation Equipment 21,117.07 9,082.72
a1 Pumping Equipment 33,650.32 1,518.84
320 Water Treatment Equipment 10,605.51 4,507.15
330 Distrib. Reservoirs & Stndps. 22 525.10 5,685.35
3 Trans. & Distrib. Mains 334,389.08 68,606.24
333 Services 70,048.34 15,732.43
aM Meters & Meter Installations 27,134.58 12,355.52
339 Other Plant & Misc. Equip. 0.00 0.00
Total per Schedule 663,071,682 155 426.15

=




VENTURE ASSOCIATES UTILITIES CORPORATION

Schedule of Accumulated

Depreciation
For the Perlod January 1, 1087 through January 1, 1998

Balance 01/01/87
1687 Additions
Balance 12/31/87

1688 Additions
Balance 12/31/88

1886Additions
Balance 12/31/88

1980 Additions
Balance 123180

1881 Additions
Balance 123181

1662 Additions
Balance 12/31/82

1983 Additions
Balance 12/31/93

1884 Additions
Balance 12/31/94

1965 Additions
Balance 12/31/85

1908 Additions
Balance 12/31/96

1997 Additions
Balanca 123197

1908 Additions
Balance 01731/%8

1.017.44

1.017.44

1.917.44

1.017.44

1.817.44

1.917.44

1.917.44

1.017.44

1.017.44

150.79

Schedule No, 1
Sheet 2 of 12

490.63
499.63

1,458.38

08700

1,017.44
387543

1,017.44
5792.87

1,017.44
7,710.31

1.917.44
0.627.75

1,017.44
11.545.1%9

1,017.44
13,462.63

1,017.44
15,380.07

1,017.44
17.207.51

1,917.44
10,214.95

150.79

10,374.74



VENTURE ABBOCIATES UTILITIES CORPORATION

Bidisdule Depreciation
rmhl':hdmﬂ.ilﬂwmvum

mdummu‘ ﬁ
Barvion Lt
Ml 0.0303
Utility Depreciation
Plant @ 3.03%
e 01/01/87 -
1087 Additions __E%g_ =
Balance 12/31/87 004,
judn Additions 180.00 242 .52
Balanoe 12/31/08
wah Addiions 12,014.13 24708
;ullm-l 129/00 ﬁ::ﬁ.il
- 6830.27
100 Addiions
Halanos 12/31/90 “21,068.15
1001 Additions 1168.20 839.27
falance 12311 4.41
Vi Adkitions - 703.40
falanos 1231792 23,214.41
wu ) Additlions _ = 703.40
l‘ulm 1273193 23.214.41
{04 Additions - T03.40
Halance 1231704 23.214.41
1008 Additlons - 703.40
| w0 12/31/05 2321441
10 Additions - T03.40
o laiie 123108 2321441
T Aaditions - T03.40
:l:l.m 1231097 14.41
uen Additions 58.62

1 -
fialance 01/31/08 2321441

@ 1.52%

121.28

2.73

32.08

Schedule Na. 1
Sheet 3 of 12

144041

67133
212074

703.40
2,824 14

703.40
3,527.54

703.40
4,.230.94

703.40
4,034,354
703.40
50637.74

703.40
6,341.14

58.62
6,360.78




VENTURE ASSOCIATES UTILITIES CORPORATION
Schedule of Accumulated Depreciation

For the Period January 1, 1687 through January 1, 1608

Account:
Service Life:

Rale: 0.0333

Balance 01/01/87
1687 Additions
Balance 12/31/87

1688 Additions
Balance 12/31/88

1989 Additions
Balance 12/31/89

1900 Additions
Balance 1231/80

18681 Additions
Balance 12/31/81

1992 Additions
Balance 12/31/92

1993 Additions
Balance 1231/83

1904 Additions
Balanca 12/31/94

1985 Additions
Balance 12/31/85

1798 Additions
Balance 12/31/96

1897 Additions
Balance 1273197

1668 Additions
Balance 01/31/98

17,404.85
85

T
s
TR
TR
TR
TR
TR

42,752.88

582.58

s82.58

142367

142367

1.423.67

142387

142387

142367

1,423 67

142367

118.64

420.55

Schedule No. 1
Gheet 4 of 12

201.29

201.29

582.50
B73.87

1,003.13
1,877.00

1,423.67
3,300.67

1,423.67
4.724.34

1,423.67
6.148.01

1,423 87
7,571.88

1,423 67
8,095.35

1,423.67
10.419.02

1,423.67
11,842.60

1,421.87
13,260.30

118,64
13,385.00




Schedule No. 1

VENTURE ASSOCIATES UTILITIES CORPORATION .
Sheet 5 of 12

Schedule of Accumulaled Dopreciation
For the Period January 1, 1087 through January 1, 1098
Account: 300
Service Life: a5
Rate: 0.0288
Depreciation Depreciation

Plant 0 2.88% @ 1.43% Jepreciation
Balance 01/01/87 - X
1087 Additions . N . .
Balance 12/31/87 . = =
1088 Additions . - . L
Balance 12/31/88 - i
1089 Additions 6,000.78 - 100.05 100.05
Balance 12/31/80 ﬂ,ﬁﬁ 100.05
1990 Additions - 200.11 - 200.11
Balance 12/31/80 8,000.78 300.16
1001 Additions - 20011 - 200.11
Balance 1273181 6,008.78 500.27
1992 Additions - 200.11 - 200.11
Balance 12/31/92 6,000.70 70038
1993 Additions - 200.11 - 200.11
Balance 12/31/83 6,006.78 900.49
1004 Additions 2,000.00 200.11 2860 228.T1
1904 Retirements 1,275, 1.275.00
Balance 12/31/94 B8,008.78 (145.80)
1995 Additions - 25T.11 . 25T.31
Balance 12/31/95 B.008.78 111.51
1608 Additions 3,330.04 251.M 47.83 304 .94
dalance 12/31/88 12,55.?2 416.45
1607 Additions - 352.57 - 352.57
Balance 12/31/87 12,327.72 760.02
1098 Additions - 20.38 - 20.38
Balance D1/31/98 12,327.72 768.40

NOTE: The entries for retirements are made pursuant to the Uniform System of Accounts for
Class B Water Utilities 1998, Accounting Instruction 22. The net plant additions and

ending plant balance are equal 1o those in the audit work papers.




VENTURE ASSOCIATES UTILITIES CORPORATION

Schedule of Accumulated

Depreciation
For the Period January 1, 1987 through January 1, 1998

Account:
Service Life;
Rate:

Balance 01/01/87
1887 Additions

Balance 12/31/87

1088 Additions
Balance 12/31/88

1989 Additions
Balance 12/31/80

1690 Additions
Balance 12/31/80

1091 Additions
Balance 12/31/81

1662 Additions
Balance 12/31/%2

1693 Additions
Balance 12/31/%3

1884 Additions
Balance 12/31/84

1995 Additions
Balance 12/31/85

1886 Additions
Balance 12/31/96

1987 Additions
Balanca 1213197

1008 Additions
Balance 01/31/88

310
20
0.05

Utility
—t

21,117.07

211707

21,117.07

21,117.07

0§ 5.00%

1,055.85
1,055.85
1,055.85
1,055.85
1,055.85
1,055.85
1,055.85
1,055.85

a87.99

Q@ 2.50%

Schedule No. 1
Sheet B of 12

527.93
527.93

1,055.85
1,583.78

1,055.85
2.636.63

1,055.85
380548

1,055.85
4,751.33

1,055.85
5,807.18

1,055.85
6,863.03

1,055.85
7.918.88

1,055.85
B,074.73

a71.99
9,002.72



VENTURE ASSOCIATES UTILITIES CORPORATION

Schedule of Accumulstied

Depreciation
For the Period January 1, 1087 through January 1, 18998

Account:
Service Life;
Rate:

Balance 01/01/87
1087 Additions
Balance 12731/87

1988 Additions
Balance 12/31/88

1889 Additions
Balance 12/31/88

1660 Additions
Balanca 12/31/80

1991 Additions
Balance 1231/M1

1992 Additions
1882 Retirements
Balance 12/31/92

1983 Additions
1603 Relirements
Balance 12/31/93

1004 Additions
Balance 12/31/94

1665 Additions
1885 Retirements
Balance 12/31/85

1008 Acditions
Balance 12/31/88

1997 Additions
Balance 12/31/897

1988 Additions
Balance 01/31/98

m
20
0.05

1,308.24

1,308.24

1,308.24

143083

1.418.88

1,831.00

1,682.52

1.682.52

140.21

409.34

T70.43

Schedule No. 1
Sheet 7 of 12

244.78
24478

480.58
73434

868.90
1,633.24

1,308.24
2,8541.48

1,308.24
4,240.72

1,462.03
869,
201215

1,504.82
708.75
(3.191.78)

1,524.04
(1.666.84)

1,707.43
027.
(1.986.41)

1,682.52
(303.89)

1,682.52
1,378.83

140.21
1.510.84

NOTE: The entries for retirements are made pursuant to the Uniform Systemn of Accounts for
Cilass B W or Utilities 1008, Accounting Instruction 22. The net plant additions and
ending plan! balance are equal 1o thore in the audit work papers.




VENTURE ASSOCIATES UTILITIES CORPORATION
Schedule of Accumulated Depreciation
For the Period January 1, 1087 through January 1, 1008

Account: 320
Service Life; 22
Rale: 0.0455

Wity Depreciation

Planl [+ 4.55%
Balance 01/01/87 -
1087 Additions ;%J‘ -
Balance 12/31/87 24
1988 Additions - 185.04
Balance 12/31/88 3,627.24
1080 Additions 7.088.27 165.04
Balance 12731/89 51
1000 Additions - 488.65
Balance 12/31/%0 10,805.51
1681 Additions - 488,65
Balance 123181 10, 1
1992 Additions - 486,65
Balance 123182 10,605.51
1983 Additions - 486.05
Balance 123183 10 51
1084 Additions - 488 .65
Balance 12731/94 10,885.51
1985 Addilions - 406.65
Balance 1213105 10,085.51
1808 Additions - 480 65
Balance 12731/%8 10,865.51
1997 Additions - 400,65
Balance 1273187 10, 1
1988 Additions . 40.55

Balance 01731/98 10,685.51

180.80

Schedule No. 1
Sheet B of 12

165.04
247.56

325.84
573.40

488 85
1,060.05

486.65
1,548.70

486 65
2,033.35

486.85
2,520.00

488.85
3,006.85

486.65
3483.30

486 65
107005

486.65
4,486.60

40.55
4.507.15



VENTURE ASSOCIATES UTILITIES CORPORATION

Schedule of Accumulaied Depreciation
For the Pedod January 1, 1987 through January 1, 1988

Account:
Eervice Life:
Rate:

Balance 01/01/87
1087 Additions
Balance 12/31/87

1688 Additions
Balance 12/31/88

1888 Additions
Balance 12/31/89

1660 Additions
Balance 12/31/90

1881 Additions
Balance 12/31/81

1662 Additions
Balance 12/31/%2

16683 Additions
Balance 12/31/83

1664 Additions
Balance 12/31/94

1995 Additions
Balance 12/31/85

1866 Additions
walance 12/31/96

1687 Addilions
Balanca 1273187

1808 Additions
Balance 01/31/98

Utility
—r

ﬁu'm
—EET0

1%?11 :g

Schedule No. 1

EBheel 0 of 12
Depreciation Depreciation
@ 2.70% @ 1.35% _Depre: 'stion
- 116.29 711829
116.29
22257 - 232 .57
348 88
232.57 187.80 42037
T760.23
608.18 60818
1,3T1.41
608.18 - 60818
1,885.50
608.18 . 60818
2.503.77
608.18 - £08.18
3.201.05
608.18 : 60818
3.810.13
608.18 - a808.18
1.41 8
608.10 - 808.18
5,020 40
608.18 - 60818
5634867
50.68 - 50.88
5.685.35




VENTURE ASSOCIATES UTILITIES CORPORATION Schedule No. 1

Schedule of Accumulated Depreciation Sheat 10 of 12
For the Perlod January 1, 1987 through January 1, 1998
Accoulit: bl b |
Service Life: 43
Rate: 0.0233

Utility Depreciation Depreciation

Plant 8 2.33% @1.17% Depreciatic
Balance 01/01/87 - =
1687 Additions 58 83 - 858.00 850.00
Balance 12/31/87 _ﬂ%F 650.00
1688 Additions - 1.318.01 - 1,318.01
Balance 12/31/88 58,580 93 1,877.01
1889 Additions 215 49,57 1,318.01 251042 382043
Balance 12/31/89 ~272.053.50 5.805.44
1600 Additions - 8,338.85 - 8.3318.85
Balance 12/31/90 “272,063.50 12,144 20
1601 Additions .58 6,338.85 TN 7,085.08
Balance 12/31/91 334,380.08 19,200 35
1992 Additions . 7.791.27 . 7.701.27
Balance 12/31/92 334,300.08 27,000,062
1993 Additions - 7.701.27 . 7.791.27
Balance 12/31/93 334,380.00 34,791.80
1984 Additions - T.701.27 - 7.791.27
Balance 12/31/94 334,360.00 42 583.18
1995 Additions - 7.701.27 . 7.791.27
Balance 1273195 334,380.00 50,374.43
1996 Adanions - 7.791.27 - 7.791.27
Balance 12/31/96 334,360.08 58,165.70
1997 Addilions - 7.701.27 . 7.791.27
Balance 12/31/97 334,380.00 65,058 97
1668 Additions - 840827 - 849.27
Balance 01/31/98 E.ﬁm 60,608 24




VENTURE ASSOCIATES UTILITIES CORPORATION
Schedule of Accumulated Depreciation
For the Perlod January 1, 1887 through January 1, 18908

Account: 333
Service Life: 40
Rate: 0.025

Utility Depreciation

Plant @ 2.50%
Balance 01/01/8: -
1887 Additions H%in.ﬂl -
Balance 12/31/87 410,50
1688 Additions - 83528
Balance 12/31/80 25,410.50
1660 Additions H%JT 83528
Balance 12/31/80 868,67
1880 Additions - 1.488.72
Balance 12/31/80 £8,608 67
1891 Additions 11,377.67 1.488.72
Balance 12/31/81 70,046.34
1992 Additions L 1,751.18
Balance 12/31/92 70,048,234
1993 Additions - 1,751.18
Balance 12/31/83 70,048.34
1864 Additions - 1.751.18
Balance 12731/84 70,048.34
1805 Additions - 1,751.18
Balance 12/31/85 T70,048.34
1998 Additions - 1.751.18
Balanca 12/31/98 70,048.34
1907 Additions S T 1,751.18
Balance 12/31/07 70,048.34
18998 Additions - 145.93

Balance 01/31/98 70,040,534

41573

142.22

Schedule No. 1

Sheet 11 of 12

E

317.63
317.83

635.26
852.80

1,050.90
2,003.88

1,466.72
347080

1,608.04
5,070.54

1,751.18
6,830.70

1,751.18

e e

8,581.88

1,751.16
10,333.02

1,751.16
12,084.18

1,751.16
13,835.34

1,751.18
15,588.50

145.93
1573243

_—




VENTURE ASSOCIATES UTILITIES CORPORATION

Schedule of Accumulated

Depreciation
For the Period January 1, 1887 through January 1, 1098

Account:
Service Life:
Rale:

Balance 01/01/87
1087 Additions
Balance 12/31/87

18686 Additions
Balance 12/31/88

1889 Additions
Balance 12/31/89

1000 Additions
Balance 12/31/80

1881 Additions
Balance 12/31/81

1992 Additions
Balance 12731782

1093 Additions
Balance 12/31/93

1884 Additions
Balance 12731/%4

1685 Additions
Balance 12/31/85

1990 Additions
Balance 12/31/96

1807 Additions
Balance 12131197

1908 Additions
Balance 01/31/98

Utility
Plant

8=
S8
2

P EEd

26

20,834.50
300.00

27,134 .58

134,56

134,58

¥

1

Depreciation

) 5.00%

251.20

564.05

1,336.43

1.338.43

1,338.43

1,341.73

1,341.73

1,341.73

1,356.73

1,350.73

113.08

Depreciation
_@250%

Schedule No. 1
Sheel 12 of 12

Depreciation

125.60

156.88

385.74

265

1.50

125.60
125.60

408.08
83368

950.60

1,484.37

1,336.43

2,820.80

1,336.43
4,157.23

1,339.08

b e e e

549631

1,341.73
6,838.04

1,341.73
B8,178.77

1,349.23

e

9,520.00

1,358.73
10,885.73

1,356.73
12,242 48

113.06

12.355.52




VENTURE ASSOCIATES UTILITIES CORPORATION

Schedule No. 2

Calculation of Amortization Rates for Conlributions In Ald of Construction Sheet 1 0l 1
For Account No. 01271, Piant Capacity Charges
Plant Plant Weighled
Account Account Balance Service Amon. Amort.
Number Title 01/31/%8 Weight _ Lifa _Rale Rate

Plant Capacity Charges, Acct. No. 01271.1:
304 Structures & Improvements 23,216 0.18263 33 0.0303 0.004937
307 Wells & Springs 42,753 0.30005 30 0.0333 0.006992
3080 Supply Mains 11,053 0.07787 35 0.0288 0.002210
310 Power Generation Equipment 21,117 0.14821 20 0.0500 0.007411
311 Pumping Equipment 33,650 0.23817 20 0.0500 0.011809
320 Waler ‘| reatment Equipment 10,606 0.07507 22 0.0455 0.003416

Tolal 142|¢H 1.0000 0.0388

Maeter Instaliation Fees, Accl. No. 0271.2:
334 Melers & Meter Installations ?TI‘IH 1 20 0.05 0.05

Main Extension Fees, Acct. No, 01271.3:
330 Distrib. Reservoirs & Sindps 22,525 0.05184 a7 0.027T0 0.001400
331  Trans. & Distrib. Mains 341,972 0.78697 43 00233 0.018338
333 Bervices 70,048 0.16119 40 0.0250 0.004030
330 Other Plant & Misc. Equip - 0 25  0.0400 0

Total 434i5¢.‘. 1.00000 0.0238




VENTURE ASSOCIATES UTILITIES CORPORATION
Schedule of C.1A.C. and Accumulaled Amortization
For the Period January 1, 1087 through January 31, 1998

Acct. No. Account Title
01271.1 PC - CIAC-Plant Capacity Charges
01271.2 PC - CIAC-Meter Instaliation Fees
01271.3 PC - CIAC-Main Extension Charges

Total per Schedule

Schedule No. 3

Sheel 1 0l 4
Accumulated
C.LA.C. Amortization
255,300.00 B4,987.94
81,905.00 25,820.84
346,944.00 68,839.681
664,149.00 179,756.39




VENTURE ASSOCIATES UTILITIES CORPORATION
Calculation of Accumulated Amortization of C.LA.C.

For Account No. 01271.1, Plant Capacity Charges

For the Period January 1, 1987 throught January 31, 1998

Account: 012711
Rate: 0.0308

Balance 01/01/87
1987 Additions
Balance 12731/87

1688 Additions
Balance 12/31/88

1980 Additions
Balance 12/31/80

1990 Additions
Balance 12/31/90

1891 Additions
Balance 12731/91

1992 Additions
Balance 12/31/92

1893 Additions
Balance 12/31/93

1964 Additions
Balance 12/31/94

1995 Additions
Balance 1231/85

1698 Additions
Balance 12/31/96

18497 Additions
Balancy 1273197

1998 Additions
Balance 12731/98

C.lAC.

Amortization
@ 3.08%

7.534.14

8,778.89

8,790.80

10,160.94

10,160.04

10,160.84

10,160.04

B46.75

Schedule No. 3
Sheet 2 ol 4

_@1.90% Amortization

1,529.81 1,520.81
10000 315063

136713 __ 462075
831018

77013 6,764.01

~76,08020

622.37 B,158.51

e e e

24,2381

50506 __ 928485
33,521,568

185.07 0.075.87
4340743

- 10,160.94
53,658.37

- 10,180.04
61810.31

10,160.04
73,080.25

- 10,1680.84
B4,141.18

B48.75
84,087 94




VENTURE ASSOCIATES UTILITIES CORPORATION
Calculation of Accumulated Amortization of C.1LA.C,

For Account No. 01271.2, Meler installstion Fees

For the Period January 1, 1887 throught January 31, 1098

Account: 01271.2
Rate: 0.0500

Balance 01/01/87
1687 Additions
Balance 12731/87

1088 Additions
Balance 12/31/88

1980 Additions
Balance 12/31/80

1990 Additions
Balance 12/31/00

1991 Additions
Balance 1273181

1862 Additions
Balance 12/31/82

1993 Additions
Balance 12/31/83

1084 Additions
Balance 12731/94

1685 Additlons
Balance 12/31/85

1996 Additions
Balance 123196

1887 Additions
Balance 1273187

1868 Additions
Balance 1231/88

CJlALC.

19,125.00

~16.125.00

Q 3.08%

056.25

993.75

1,788.50

227025

2,858 .50

2,978.00

3,085.25

3,005.25

3,005.25

3,085.25

257.54

Schedule No. 3
Shool Jof 4

_@1.99% Amx ization

478.13 478.13
476.13

175 __ 97500
1,453.13

9038 139013
284328

241.88 2,026.38
4,871.04

19013 __ 248338
7.335.02

161.25 2817.75
10,152.77

58.13 3,037.13
13,180.80

- 3,005.25
18,285.15

- 3,085.25

S R

19,380.40

. 3.095.25
2247505

- 3,005.25
25,5670.90

- 257.94
25,828.84



VENTURE ASSOCIATES UTILITIES CORPORATION

Calculation of Accumulated Amortization of C.LAC.
For Account No. 01271.3, Main Exiension Charges

For the Period January 1, 1987 throught January 31, 1998

Account; 01271.3

Rale: 0.0238

Amortization

AAC. 3.08%

Balance 01/01/87 -
1887 Additions 1567.00 -
Balance 12/31/87 %‘l 57.00
1688 Additions 21 %4.00 219334
Balance 12/31/88 113,841.00
1680 Additions ©90,908.00 2.700.42
Balance 12/31/89 204,741.00
1860 Additions 54.627.00 487200
Balance 12/31/80 iﬁ.ﬂtﬂﬂ
1991 Additions 38,384.00 8,173.10
Balance 12/31/81 ~207.738.00
10802 Additions 40,886.00 7.086.168
Balance 12/31/92 338,604.00
1993 Additions a,%m B,058.78
Balance 123103 348,644 00
1994 Additions - 8,257.27
Balance 12/31/%4 248,944.00
1095 Additions - 8,257.27
Balance 12/31/95 345,044.00
1096 Additions - 8,257.27
Balance 12/31/98 348,044.00
1997 Additions - B257.27
Balance 12/31/97 346,044.00
1988 Additions . 888.11

Balance 12/31/98 m.a«ﬁ

Schedule No. 3
Sheet 4 of 4

@ 1.00% Amodization

100067 100067
1.008.87

25004 245138
3,548.05

108178 _ 370120
7.330.25

650.08 552304

7266220

458.53 6,629.63

1040102

40631 757247

27,0684.39

#9.25 B,158.03
35222 42

- 8,257.27
43,470.60

- 8,257.27
51,736.06

- 8,257.27
59,004 23

- 8,257.27
68,251.50

. 68811
68,630.61




VENTURE ASSOCIATES UTILITIES CORPORATION Schedule No. 4

Palm Cay Water Sysiem
Schedule of Rate Base for Transfer
January 31, 1998
Lhtility Adjusted
Description _Application  Reference  Adjustment _Balance
Depreciable Utility Plant in Service 671,480 (1) {2,100 681,797
2) (7,583)
(3) .
Land 103,021 (4) (55,551) AT ATO
Accumulated Depreciation (170,851) (5) 15,525 (155,428)
C.JAC. (664,145) (664,149)
Accum. Amort. Of C.LA.C. 193|H2 (8) {14,108) 176,758
Rate Base 1H£ (83,815) 60,448
Relerence:

(1) Remove unsupported plant pursuant to Audit Exception No. 1.

(2) Remove capitalized inlerest pursuant to Audit Exception No. 1.

(3) The filing fee noted in Audil Exception No. 4 was nol included in utliity plant in the agtication.

(4) Adjust land to appraisal cosl pursuant 10 Audit Exception No. 1, Response lo Audil Repor daled
May 20, 1993, and Appraisal of Well Site #2 submitted on June 30, 1093

(5) Adjust accumulated depreciation lo Class B service lives pursuant to Schedule No. 1.

(8) Adjust accumulated amortization to Class B weighted service lives pursuant to Schedules No. 2
and No. 3,




Rhema Business SBervices, Ino.

PO, Box 13705
Tallahassos, FL 32317

(904) 2221102

May 20, 1992

Ms. Cissy Galloway

Division of Water and Wastewater
Florida Public SBervice Commission
101 East Gaines Streat
Tallahassee, Florida 32399-0850

Re: Venture Associates Utilities Corporation
Audit for Possible Over-earnings

Dear Cissy:

I'm enclosing the Venture Associates Utilities response to the
referenced audlt report. As we discussed by telephone, Venture
is having an appraisal made of Well Site f2, which we shall file

within thirty days.

Please don't hesitate to call me at 222-1192 if you have any
questions or need additional information.

Sincerely,

ﬁfﬂ#ﬂ%h@)

Norman F. Mears
Senior Utility Consultant

Hand deliver
cc: Joseph C. Price




VENTURE ASSOCIATES UTILITIES CORPORATION
Response to Audit Report

AUDIT EBXCEPTION NO. 1 (EXPENDED ORGANISATIONAL COSTS)

In its first year, the Utility correctly capitalized the organi-
zational costs noted in this audit exception as required by the
N.A.R.U.C, System of Accounts for Class C Water vtilities. 1In
this year, the Utility's certified public accountant prepared the
federal income tax return prior to the regulaysry accountant's
preparation of the general ledger. As a result, these costs were
{inadvertently capitalized for regulatory purf ses but not for
federal income tax purposes. This is a mista<e for which the
commission does not normally penalize new utilities.

on the assumption that the Utility recovered these costs for
federal income tax purposes, the auditor recommends the imputa-
tion of contributions in ald of construction to account for these
organizational costs having already been recovered. The problem
with this reasoning is that the auditor has failed to recognize
the costs capitalized for federal income tax purposes which he
recommends be disallowed for regulatory purposes.

To the extent other items capitalized for federal income tax
purposes are disallowed, these capitalized organizational costs
have not been recovered by federal income tax deduction. There-
fore any imputation of C.I.A.C. should be an amount net of the
accompanying disallowances. To not net these amounts would
unduly penalize the utility, and would deprive Venture Associates
Utilities Corporation of its property without compensation.

The calculation below demonstrates that if the auditor's recom-
mended imputation were made, the costs capitalized for federal
income tax purposes would exceed those capitalized for regulatory
purposed by §68,131.52., It is thecefore clear that all allowed
capitalized costs for regulatory purposes have corresponding
cepitalized costs for federal income tax purposes, and no imputa-
tion of C.I.A.C. is necessary.

Disallowance per Audit Exception /2 $ 2,100.00
Disallowance per Audit Exception #3 7,582.95
Disallowance per Audit Disclosure #1 77,575.68
Disallowance per Audit Disclosure #2 14,408.64
Imputation per Audit Exception /71 (33.535,73)

Plant Capitalized for Federal Income
Tax Purposes above that Capltalized
for Regulatory Furposes $ 68,131.52




VENTURE ASSOCIATES UTILITIES CORPORATION
Response to Audit Report
Page 2

AUDIT EXCEPTION NO. 2 (UNSUPPORTED PLANT ADDITION)

The Utility does not contest this adjustment.

AUDIT EXCEPTION MO. 3 (CAPITALISED INTEREST)

The Utility does not contest this adjustment.

AUDIT DISCLOSURE NO. 1 (ALLOCATION OF LAND COSTS)

The auditor's valuation of Well Site #2 is understated for the
following reasons. The original plan of the utility, based on
competent professional engineering advice, was that Well Site /1
would provide the well capacity for Palm Cay Unit I and Unit II.
In approximately June 1988, the Utility discovered that Well Site
#1 would not accommodate the additional well capacity required to
provide service to Unit II. The Utility drilled the wall at Well
Site #2 in November 1988. Allowing sufficient time for permi.

ting, the Utility estimates the time it first identified the
location of Well Site #2 to be September 1988. Well Site #2 was
transferred from Venture Associates Corporation to Venture Asso-
clates Utilities Corporation on July 1, 1989.

In Order No. 22843 in Docket No. 890277-WS, the Commission con-
firmed its statement made in Order No. 22166, Docket No. 881503-
WS, of its preference for independent appraisals in the valuation
of land. The Commission in Order No. 17600, Docket No. 850151~
WS, stated its position that an appraisal should be for the value
of the raw land, and not include the cost of improvements. In
Order No. 24417, Docket No. 900598-WS, the Commission stated the
valuation of land shou.d be at the point that "the land is first

identified for utility purposes."

The Utility has engaged an independent appraiser to value the raw
land for Well Site F§2 of September 1988, the date the land was
first identified for utility purposes, and will file the apprais-

al within thirty (30) days.

The improvement costs which the auditor recommends be disallowed
should be allowed for the following reasons. The Commission has
adopted the policy that when a water utility disposes of land,
the customers receive the benefit of the increase in value for
the time the land was held by the utility. This valuation at
time of sale includes the current market vealue, not only of the
raw land, but also of those improvements recommended for disal-
lowance such as the cost of roads, entrance improvements and

wlgns.,




VENTURE ASSOCIATES UTILITIES CORPORATION
Response to Audit Report
Page 3

Under current Commission policy, the Utility's rate base will
accordingly be reduced by the fair market value of these roads,
entrance improvements and signs at the time of sale. It is
therefore not equitable to disallow the fairly allocated actual
costs of these improvements in the valuation on which the utility
is allowed the opportunity to return a fair return.

The correct valuation of the two well sites, with  aprovement
costs allocated on the basis of the number of lots, is therefore
calculated as follows:

Hell Site f1 Well Site #2

original Cost § 10,160

Appraised Value )
Entrance 447

Signs 103 To be
Roads 5,727 supplied
Surveying 332 within
Engineering 616 30 days
Clearing 156

Electric 535

Miscellaneous 195

Landscaping 613

Total $ 19,104

AUDIT DISCLOSURE NO. 2 (COMPANY'S VEHICLE)

The Utility does not contest the adjustment removing sixty per-
cent of the cost of the automobile. However, forty percent of
the taxes associated with the purchase ($517) should be capital-

ized.

AUDIT DISCLOSURE NO. 3 (PLANT HELD FOR FUTURE UBE)

1. is a well established principle of utility regulation that the
capital costs of providing for reasonable growth are proparly
included in rate base. The Commission routinely follows this
principie by allowing a margin reserve in its used and useful
determinations. The well planned provision of service to custom-
ers requiring service in the reasonable future is a function
required of utilities by its regulators, and is an ordinary and
necessary part of the cost of providing water service to the

public.




VENTURE ASSOCIATES UTILITIES CORPORATION
Response to Audit Report
Page 4

The auditor's statement that plant held for future use should be
disallowed because it does not benefit present customers is not
true. The present customers will benefit by the spreading of the
costs of the utility office, office overhead, management and
administration over a significant larger number of customers.

The Utility has been told, but has not confirmed, .hat the Com-
mission has allowed plant held for future use in r-te base in a
similar situation in the Southern States Venetian Gardens (Lee

County) rate case.

AUDIT DISCLOSBURE NO. 4 (EXPENSES FOR BECURITY BERVICE)

The allocation of security service expense made by the auditor
does not accurately reflect the scope of work encompassed by the
security guards. The security guards visit each treatment plant
twelve (12) times each twenty-four hours. A key is located at
each well sits to assure the visitation by the security guard.
(Naturally the guards do not have a key at each residence.;
Accordingly, the cost of the patrolling security guards is more
accurately made on the basis of the number of keys. The cost of
the guard at the front gate is appropriately allocated on the
basis of lots.

Cost of Patrolling Security Guards 8 15,255.96
Total Number of Keys

Cost of Patrolling Security Guards per Key $ 7,051.19
Well Site Keys 2
Allocated Patrolling Security Guuard Cost $ 14,102.38
cost of Front and Back Gate Security Guards $ BO,BB0.70
Total Number of Lots

Cost per Lot $ 102.25
vtility Lots 6.5
Allocated Cost of Front Gate Security Guards $ 664,62
Total Allocated Security Guard Cost 9 14,767.01

AUDIT DISCLOSURE MO. 5 (PUBLIC RELATION EBXPENBE)

The Utility doos not contest this adjustment.




VENTURE ASSOCIATES UTILITIES CORPORATION
Response to Audit Report
Page 5

AUDIT DISCLOSURE NO. 6 (NONRECURRING EXPENBES)

The referenced tractor is used for the ordinary and necessary
digging and back-filling work associated with a water utility.
The utility no longer rents this particular tractor, but it has
purchased a tractor to continue the same functiins. If the
rental is disallowed, the capital costs, operatinc and mainte~-
nance expenses, and depreciation expense for the new tractor
should be included on a pro forma basis. The cost of the new
tractor is $21,730.00 as documented by the accompanying invoice.
Annual operating and maintenance expenses are estimated to be
$2,100.00, and annual depreciation, using a ten year service
life, is $2,173.00. '

AUDIT DISCLOSURE MO. 7 (FUTURE DEVELOPMENT EXPENSES)

The Utility's response this audit disclosure is the same as its
response to Audit Disclosure No. 3.

AUDIT DISBCLOSBURE NO. 8 (AMORTIZATION OF RATE CASE EXPENSE)

In addition to the expenses noted by the auditor, the Utility
incurred additional reasonable and necessary rate case expenses,
and is likely to incur additional rate case expenses in the
processing of this investigation. The accompanying Schedule of
Rate Case Expense presents the rate case expense incurred to
date, that unbilled, and that anticipated for completion of the
case. The accompanying copies of invoices document the costs to
date. These expenses should be amortized over four years, and
the amortization included in operation and maintenance expenses.




Ahema Business SBervices, Ine.

P.O, Rax 13705
Tallshasses, FL. X217

(904) 222-1182

June 30, 1993

Ms. Cissy Galloway

pivision of Water and Wastewater
Florida Public Service Commission
101 East Gaines Street
Tallahassee, Florida 32399-0850

Re: Venture Associates Utilities Corporation
Audit for Possible Over-earnings

Dear Cissy:

I'm enclosing the appraisal of well site #2. The correct valua-
tion of Well Site #2, with improvement costs allocated on the
basis of the number of lots, is calculated as follows:

Appraised value of raw land $ 22,500
Revised improvement costs

per audit ($321,067.40 * (3.5/503) 2,234
Allocation of road construction

costs ($521,968.83 * (1.5/503) 3,632
valuation of Well Site #2 $ 28,366

Please call me at 222-1192 if you have any questions or need
addi* ional information.

Sincerely,

P loarrtaselF A len e

Horman F. Mears
Senior Utility Consultant

Hand deliver
Enclosure
cc: Joseph C. Price
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ALBERT I'EEK

REALTY AND INVESTMENT CORFORATION

ADDENDUM A

This appraisal assignment has utilized professional appraisal
techniques and has employed skills and concepts currently held
as most applicable to proper appraisal procedure This
appraisal meets the sta rds of professional oractice
anticipated of an expert in the real estate appraisal | isiness.

Foremos. in the mind of the appraiser within this assignment
has been the task of researching the market for sales of
properties which evidence the greatest degree of comparablility
to the subject property. Since location is typically deemed
the most sensitive factor influencing the value of real estate,
we have first relied upon a selection of comparable sales
reflecting the least difference between the location of the

sale and the subject.

We have atteipted to investigate and utilize sales 8o
comparable to the subject in all respects that adjustments
would not be necessary. However, the market is imperfect, and
properties are not often truly similar and never are they
identical. = Adjustments are necessary because property
characteristics vary. This is why professional appraisers are
employed, to extract from the market the best comparisons which
should be made to formulate an informed opinion of value based
upon the best market data available.

The best data available has been utilized in this report. We
have dealt with the imperfections of the market and have
considered location more important than date of sale (although
the most recent transactions available have been utiliged in
order to obtain current and comparable data). In all cases,
we have measured adjustment factors from the market to Lhe
extent possible. if the adjustments (in total or for a
particular comparison) are in excess of client expectations,
it is noted that this analysis has been carefully considered
by the appraiser, and an alternate selection of comparable
sales would not, in our opinion, reduce the amount of
adjustments necessary.
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LIMITING CONDITIONS - cont.
contingent and Limiting Copditions - cont.

10. My analyses, opinions, or conclusions were developed and this
report has been prepared in conformity with requircments of

the State of Florida for Certified Appraisers.

11. The use of this report is subject to the requiremer s of the
State of Florida relating to review by the Florida Real Estate

commission.

12. We further certify that our fee is in no way contingent upon
the value findings of this appraisal report, and the appraisal
assignment was not based on a requested minimum valuation, a

apecific valuation, or the approval of a loan.

13. My analyses, opinions, and conclusions were developed, and

this report has been prepared, in conformity with the
Uniform Standards of Professional Appraisal Practice.



ALBERT PEEK

REALTY AND INVESTMENT CORFORATION

QUALIFICATIONS - ALBERT B. PEEK

Bachelor of Science in Business Mministration,

University of Florida
Major: Real Estate Finance and Urban Planning, 1974

Fee Appraiser, Vice President, campbell Realty, 1977

Fee Appraiser, President, Albright, Peek and Arline
Realty and Investment Corporation, 1977 - 1981

Fee Appraiser, President, Arline and Peek Realty and
Investment Corporation, 1981 - 1983

Fee Appraiser, President, Albert Peek Realty and
Investment Corporation, 1983 - present

Real Estate Principles and Practices, R. E. 350

Real Estate Property valuation, R. E. 390

Real Estate Law, R. E. 450

Real Estate & Investment principles and Practices, R.E. 460

Urban Growth, Land Use and Regional Planning, R. E. 470

Real Estate Financing, R. E. 480

Residential Property Appraisal Exam, SREA 101

Income Property Appraisal Exam, SREA 201

Residential Marrative Report Seminar and Exam, R-2 Exam

Mortgage/Equity Analysis seminar, Gainesville, Florida

Instructor of Real Estate Appraisal Techniques, ADE 174

at Central Florida Community College, Ocala, Florida

Federal National Mortgage Association (FNMA), Appraliser
#1156042

Expert Witness in the field of Real Estate Appraising -
Fourth, Fifth, Eighth and Eleventh Judicial Circuit Court,
U.S. Bankruptcy Court for the District of Connecticut and
Middle District of U.S. Federal Court

Active in appraising, sales, feasibllity analysis since 1974
Appraisal field experience includes: residential,
commercial, acreage, industrial, condemnation and estate

appralsals.

Society of Real Estate Appraisers uUniv. Chapter 7207

genior Real Property Appraiser (SRPA), Soclety of Real
Estate Apprajlsers

Ocala Board of Realtors, Board of Directors

Florida Association of Realtors

National Association of Realtors

Licensed Real Estate Broker, Florida

State Certified General Appraiser, Florida,
certificate #RZ 0000923

Member of Public Relations Committee of Ocala poard of
Realtors

Member of Legislative Committee of Ocala Board of Realtors

Member of Economic Development Council, Ocala, Florida

President of Board of Directors of Ocala Multiple Listing

Corporation
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