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DIRECT TESTIMONY OF CHARLESTON J. WINSTON
Q. Please state your name and business address.
A. My name is Charleston J. Winston 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. [ am employed by the Florida Public Service Commission as a Regulatory
Analyst IV in the Divisionﬂof Auditing and Financial Analysis.
Q. How Tong have you been employed by the Commission?
A. I have been employed by the Florida Public Service Commission since
January, 1986.
Q. Please review your educational and professional background.
A. I have a Bachelor of Science degree in Accounting and Finance from the
University of South Carolina. I was hired by the Florida Public Service
Commission as a Regulatory Analyst I in the Orlando District Office in January
1986.
Q. Please describe your current responsibilities.
A. Currently, I am a Regulatory Analyst IV with the responsibilities of
planning and directing the more complicated financial, program, special and
investigative audits, including audits of affiliate transactions. I also am

responsible for creating audit work programs to meet a specific audit purpose
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and 1integrating electronic data processing (EDP) applications into these

programs. [ also have specific authority to 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 United Telephone Company rate case. Docket No.
910980-TC and the Southern States Utilities, Inc rate case, Docket No. 950495-
WS.

Q. What is the purpose of your testimony today?

A. The purpose of my testimony is to sponsor specific portions of the staff
audit report of Mid-County Services, Inc., Docket Number 971065-SU, and to
address specific findings included. I am sponsoring the administrative
portion of the Audit Report and Audit Exceptions 6 through 14. These pages
are filed as an exhibit to my testimony and are identified as Exhibit CJW-1.
Q. Was this audit report prepared by you?

A. [ was the audit manager in charge of this audit and coordinated the
preparation of this report. I am specifically sponsoring the items listed
above.

Q. Please discuss Audit Exception 12.

A. Audit Exception No. 12 discusses Construction-Work-In-Progress (CWIP).
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Also, attached to my testimony is Exhibit CIW-2 which includes the audit work
papers for this account. Schedules A-2 and A-6 (page 3 of 4) of the minimum
filing requirements (MFRs) indicate a CWIP balance in rate base of $148,330.
Schedule A-6 lists nine work orders which total $296,659. The schedule then
divides the total by 2 for an average yearly balance of $148,330. The 1996
general ledger balance was $140,490. During the audit., I reviewed a schedule
prepared by the utility titled “Costs Incurred For A1l Active Work Orders As
0f 5/31/97." This schedule is found in my Exhibit CJW-2. The charges shown
on Schedule A-6 can be traced to this schedule. Based on the schedule, some
of the costs are actual and some are estimates. The following is a summary

of these amounts from the schedule:

Work order 116-97-19 Est cost: 6.379 Actual 5/31/97: 0.00
Work order 116-96-11 Est cost: 10,000 Actual 5/31/97: 4,920.61
Work order 116-96-12 Actual cost: 107,891
Work order 116-96-13 Est cost: 88,000 Actual 5/31/97 47,384.89
Work order 116-96-14 Est cost: 24,000 Actual 5/31/97: 0.00
Work order 116-96-15 Actual cost: 21,904
Work order 116-96-16 Est cost: 9,900 Actual 5/31/97: 6.450.00
Work order 116-96-17 Actual cost: 12,584
Work order 116-96-18 Est cost: 16,000 Actual 5/31/97: 7.177.83

The company also did not use an average balance when calculating the
capitalized interest. Rule 25-30.116(3)(b), Florida Administrative Code,
states “The monthly [allowance for funds used during construction] AFUDC rate,
carried out to six decimal places, shall be applied to the average monthly
balance of eligible CWIP that is not included in rate base.” The audit staff
recalculated CWIP at December 31, 1996 and 1997, to be $137,985 and $228,406,

respectively. The amounts were calculated in accordance with the above
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Commission rule and Commission Order No. PSC-93-1713-FOF-SU, issued November
30, 1993, 1in Docket No. 921293-SU.

The December 31, 1997 CWIP balance includes $18,046 for a non-recurring
repair and $4,500 for a charge booked twice. Work paper page 19-3 1ists the
invoices and indicates the duplicate charge. The two invoices supporting the
repair costs are also in my exhibit.

I recommend that test year CWIP be reduced by $2.,505 to reflect the
correct AFUDC calculation. The MFR balance of CWIP should be reduced by an
additional $7,840 to reflect the actual CWIP recorded on the books. If the
1997 charges are allowed in CWIP as a pro forma plant adjustment, I recommend
that the utility provide updated numbers of actual costs spent, by month, to
complete the projects listed above that were included as estimates. The
erroneous charges of $4,500 and $18,046 should be removed from these actual
charges and the AFUDC calculation should be recalculated to conform to the
Commission rule. It appears that only two of the projects relate to the
Curlew and Belcher street projects that Mr. Wenz refers to in his testimony.
Therefore, more detail should be provided regarding these projects before they

are considered as pro forma adjustments.

Q. Does this conclude your testimony?

A. Yes, it does.
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DIVISION OF AUDITING AND FINANCIAL ANALYSIS
AUDITOR’S REPORT

DECEMBER 19, 1997

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES

i rocedures described later in this report to audit the accompanying
schedul:eot!1 ;::ggls:dﬁtegmung Income, and Capital Structure for the historical 12-month
period ended December 31, 1996, for Mid-County Services, Inc. These schedules were prepared !)y
the utility as part of its petition for rate relief in Docket Nq. 97106§-SQ. Th?r‘e is no confidential
information associated with this audit, and there are no audit staff minority opinions.

This 1smmtu'nalwcounnngreponpreparedaﬁuperfomngah@tedscopewdn. ;
Accordingly, this report should not be relied upon for any purpose except to assist the Comrmss.xon
staﬂ‘inthep’erfomnnceonmdrdutia. SubaanﬁalwdhworkwouldhavetobepafonnefltosaUsfy
generally accepted auditing standards and produce audited financial statements for public use.

Inouropinion,thescbedul«refmedtoaboveprmfnir!y, inangmtuialrspects, the
utility’s books and records, maintained in conformity with the accounting practices prescribed by the
Florida Public Service Commission. The attached findings discuss all differences and other matters
which were noted during our examination.
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SUMMARY OF SIGNIFICANT FINDINGS

Reduce plant-in-service allocation from Utilities, Inc. for $2,205 because the amount is
derived from deferred charges.

Reduce plant-in-service for $16,644 due to legal expenses being capitalized.
Reduce plant-in-service for $1,812 for the acquisition costs.

Reduce plant-in-service for $55,902 for capitalized equipment repairs.

Reduce plant-in-service for $3,138 for unsupported plant and discount not taken.

Reduce construction work-in-progress for $158,674 for out-of-period charges with an
alternative recommendation for a reduction of $68,253 for repairs and recording error.

Reduce plant-in-service for $4,242 for retired plant.

Reduce accumulated depreciation for $29,199 and depreciation expense for $17,603 due to
plant-in-service adjustments.

Increase Accumulated Amortization of CIAC for $16,257 and CIAC amortization expense
for $3,468 to reconcile to Order No. PSC-93-1713-FOF-SU and for plant-in-service

adjustments.
Sludge hauling expense for $121,267 was misclassified to the Materials and Supplies account.
Reduce insurance expense for $3,983 because it is nonutility.

Reduce insurance expense for $2,886 because the amount was unsupportable and for an
overpayment credit.

Reduce rate case expense for $4,764 because the amount is unsupportable and misclassified.

Reduce chemicals expense for $2,045 because of late fees and out-of-period expenses.
Reduce materials and supplies expense for $1,951 because of misclassification and out-of-
period expenses. Reduce miscellaneous expense for $43 because of out-of-period expenses.
Increase taxes other than income for $755 because of misclassification.
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SUMMARY OF SIGNIFICANT PROCEDURES

Our audit was performed by examining, on a test basis, certain transactions and account
balances which we believe are sufficient to base our opinion. Our examination did not entail a
complete review of all financial transactions of the company. Our more important audit procedures
are summarized below. The following definitions apply when used in this report.

Compiled - The exhibit amounts were reconciled with the general ledger, and sccounts were scanned
for error or inconsistency.

Examined - The exhibit amounts were reconciled with the general ledger. The general ledger
account balances were traced to subsidiary ledgers. Selective analytical review procedures were
applied, and account balances were tested to the extent further described.

RATE BASE: Compiled account balances for utility plant-in-service (UPIS), contributions-in-aid-
of-construction (CIAC), accumulated depreciation, and accumulated amortization of CIAC from June
30, 1992. Reconciled rate base balances authorized in Commission Orders Nos. PSC-93-1713-FOF-
SU and PSC-94-1042-FOF-SU issued November 30, 1993 and August 24, 1994, respectively, to the
December 31, 1992 through December 31, 1996 general ledger balances. Tested 100 percent of Mid-
County Services, Inc.’s plant additions. Tested $774,911 of Utilities, Inc.’s plant additions before
allocations to Mid-County Service, Inc. Tested supporting documentation for CIAC additions and
agreed to FPSC-approved taniff amounts. Recomputed working capital using one-eighth of the
company’s operation and maintenance expenses. Tested additions to accumulated deprecistion and
accumulated amortization for proper rates and calculations. All additions were tested for the proper
amount, period, and classification unless otherwise stated.

NET OPERATING INCOME: Compiled utility revenue and operation and maintenance accounts
for the year ended December 31, 1996. Chose a judgmental sample of customer bills and recalculated
using FPSC-approved rates. Chose a judgmental sample of operation and maintenance expenses and
examined the invoices and other supporting documentation. Tested the calculation of depreciation
and amortization expenses. Tested support for taxes other than income. Recalculated income taxes.

CAPITAL STRUCTURE: Compiled components of the capital structures for the year ended
December 31, 1996. Agreed interest expense to the terms of the debt agreements. Traced the notes
to the outside auditor’s work papers where they were confirmed with the bank.

OTHER: Read extemnal audit work papers and Board of Directors’ Minutes for the twelve-month
period ended December 31, 1996. Looked for items related to regulatory issues.
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Exception No. é

Subject: CIAC Reconciliation and Recomputation

issi -93-1713-FOF-SU i November 30, 1993

t of Fact: Commission Order No. PSC-93-1713-FOF-SU issued Nove , ,

E:\:;:e;n company to make an adjustment to increase its accumulated amgrtx;amn for $42,563.
Per the Order the amount was adjusted to reflect an error in the 1991 amortization expense.

Recommendation: The Commission should require the company to adjust its books to the Order.

i tions Nos. 8 through 13 recommended adjum to plant-in-service'. These
ﬁngmhd in recalculating accumulated CIAC amortization. With the above adjustment
tojprior Order and the recomputation of accumulated CIAC amortization, the following adjustments
should be made for the period ended December 31, 1996:

Per Audit Per Company Adjustments
Avg. Acc. CIAC Amort. $793,712 $779,980 $13,732
Acc. CIAC Amort. 825,792 809,535 16,257
Amortization Expense 64,159 60,691 3,468

See the attached schedule fo; further information.

10



1

VAR BECINNG — BEGIRING e AE RO —— RRORTATION ——CORRENT OIS TWENT— ENDING
CIAC CIAC ADJUSTMENTS ADDITIONS CWWC RATE AMORTIZATION TOCIAC AMORTIZATION
AMORTIZATION 14304 14{(0.5°3)+(0.5°4))" AMORTIZATION 2+7
1992 1,719,000 581,201 [+] 8611 1.725.4T¢ 1.25% 21533 (1] 602,734
1993 1,726 471 602,734 0 24,110 1,749 507 267% 46,392 0 649,12¢
1904 1,749,587 049,120 0 258,320 2,007,907 201% 52,793 ] 701,919
1995 2,007,907 701,919 0 102,368 2110272 2.90% 59.714 [1] 761,633
1008 2,410,272 761,633 (] 120,231 2.239.503 2.95% 04,150 o 025,792
AVG._CIACBAL 2110272 3 7.750.503 2 - 2174,808)
[AVG ACC CIAC BAL Y6165 ’ 92570 7 = T93113)

suoTidsoxy pur 3i1odsy 31Tpny
T-MLD 3TOTUYXG

(ZZ 30 [ sbeg)

"ON 38%00q

18-59071L8



Docket No. 971065-SU
Expibit CJW-1 (Page 8 of 22)
Audit Report and Exceptions

Exception No. 7

Subject: Deferred Charges

Fact?: The company included $2,205 in its MFRs as part of rate base under the caption Water
Service Corporation. This amount was included in Account No. 186-43, Deferred Charges -
Employees Finder Fees, and is being amortized over a three-year period.

Recommendation; The above $2,205 was determined as follows:

Total Deferred Charges Mid-County’s porti
1995 17,701 367 '3 portion
1996 80,596 4,043
Total: 98,297 4,410
— 12 — 12
Average Bal 49,149 ' 2,205

Since the company is using the one-eighth of operation and maintenance i i

: expenses for working capital
allowance, the above 32,20§ should be disallowed as part of plant-in-service that is allocatedcagom
the parent company. To_ mglude this amount in rate base would be double counting since the
amortization expense portion is already included in expenses as stated below.

The amortized portion of the deferred charges is $1,841 included in operati maintenance
expenses, Account Number 735, Contractual Services-Other. i on wnd

12
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Exception No. 8
Subject: Capitalized Legal Expenses

Statement of Fact: The company capitalized $16,644 in legal expenses for the period ended
December 31, 1996. These expenditures were related to litigation with the Natural Resources

Defense Council.

Per Commission Order PSC-93-1713-FOF-SU, costs of this nature were disallowed.

Recommendation: The utility should remove these charges from its books in order to comply with
the above Order. Therefore, the audit staff recommends to the Commission that utility plant-in-
service be reduced by $16,644. The accumulated depreciation is discussed in Audit Exception No.
14. For further analysis of capitalized charges, see the attached schedule.

13
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Acct # Oute Veror

®4 002 WcDermo, WHl & Emery
»1 icDermott, WAl & Ermary
» 07202 McOermot, Wil § Emery
1 10002 McOenmog, Wi § Emery
st 111182 McOurmeg, WE & Emery
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»t 042083 McOermoR, WE & Emory

rvonce
O#ference [
3.037.3) 27408
Q0985 X748
(884.80) 07488
(426722) X468
(1.481.33) 20745
(485.84) X745
©17.31) 27485
(297) X748
875 T04-%
2e) 276N
(16,8643.90)

§
iillllig

T
! AL X2 4]
.

§
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Audit Report and Exceptions

Exception No. 9
Subject: Acquisition Costs

Statement of Fact: Mid-County Services, Inc. capitalized $1,812 in acquisition costs for the period
ended December 31, 1996. These costs were for travel and executive labor costs.

Per Commission Order PSC-93-1713-FOF-SU issued November 30, 1993, acquisition costs are
disallowed for ratemaking purposes.

Recommendation: The company had already existed when it was purchased by the parent
company, Utilities, Inc. The ratepayers should not have to pay for the acquisition costs.

The audit staff recommends to the Commission that utility plant-in-service be reduced by $1,812 to

comply with the above Order. The accumulated depreciation is discussed in Audit Exception No. 14.
For further analysis of the capitalized charges, see the attached schedule.

15
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]
Versdor WP' o . Code Owacription
Auxst Ofference s ree
Acct § mqu.cm 41228 0.00 (41228) 111082 %100 Accuintion costs
! N SERO. ne 1,400.00 0.00 (1.400.00) Captaized wbor
® 1214 T“..a-c e 181228 000  (1.81228)
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Exception No. 10
Subject: Capitalized Equipment Repairs

i i i I iod ended
: italized $55,902 in equipment repairs for the peri
Sutemeng?f 1F9.9c6t . Thzmm“usude pump repairs, lift station repairs, finance charges, and
several motor rewinds.

. . ;.
Per Commission Rule 25-30.433, (8), “Non-regxrpng ixpensw shall be amortized over a S-year
period unless a shorter or longer period can be justified.

¢, utility incorrectly capitalized these expenditures. These items are repairs,
Recommmgend.atl?n;um':ehem appropriate t?egment would be to amortize these costs over a five-
o i Thelgnanoec.hargurecordedbyt}woompanyaretobebo'mebythe shaf'eholdersot‘the
‘ Z:::::;d .The ratepayers shouid not have to pay for the company's imprudent actions.

issi ility plant-in-service should be reduced by
mmends to the Commission that utility p
Th; ;ggl tmst:rﬁc‘l:iz comply with the above Commission rule. The mcw ed s::pt;:aanmaz:j
isswssedmAudnExoepuonNo 14. For further analysis of the capitalized charges,
schedule.

17
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Amount Armount
Per Por reace Company
Acct 8 Oute Yendor Compeny Auit Oifference [ Code Description
4 Q271 954 Elactrical & Mecharscal S 1.7%8.19 Q.00 (1,738.19) [ < .7 «arm Pump recew
4 08/07/54 Blacricel & Mechanical Snes. 246410 Q.00 (2.451.09) [ ]} [~} Pump repair
x4 08/07/54 Encirical & Mechanicel Snes. 957 8 000 (967.88) «un B4 Pump repair
B4 000795 Sactrical § Mechanicel Shves. mx Q.00 M2 Fal -] 1% Mot rewing
B4 0917758 Bactricel § Mechanical Srves. 301464 0.00 0.014.64) 3 45800 Capialized repas
B4 0995 Eincrical & Mechanicel Srvcs. 2001.12 0.00 @001.12) pro ] N0 Moo rewnd
B 075142 Ein K Pheips & Co. 1,508.1 Q.00 (1.508.21) Q08407 40850 LR Sstion Repar
%4 oo & mechgmical Sna. o7 0.00 [~} Vas12 41087 LR Stion Repawr
364 21083 U. 8 Ppsine Servioss 1,500.00 0.00 (1.500.00) 1548 56109 Sarct removel for amting L 8. Ine
B4 VeSS Eaciricsl & Mechanicsl Srve. 1,750t Q.00 {1.758.04) «xs ST Purrg mpair for & mmtion
B4 000483 Baciical & Mechenical Sre. 1,513 78 Q.00 {1,513.79) [ <} [ _JF ] Motor rewind
381 1273188 4. & Posine 1,000.00 .00 {1,000.00) 1148 040 Manhoie rehad
w3 QM4R4U. 8 Pipeine Services, inc. 1,000.00 .00 (1,000.00) 167 no2 Captadzed Repar
L} 011454 Enciriosl § Mechanicsl Srves. 1,825 0.00 (15259 "y [ e ] Repair of Fiyt puwp
Y] Q208 Pur's Pumps 3.074.00 Q.00 (3.074.00) k Z, ] 31648 Rebullt sutortil fre Slowar-cep. repeir
"1 V0S8 Par's Punps 29500 0.00 @ans.on »e7 mxn Rebullt sutortill fm Blower-<ap. repeir
£ V2354 Par's Punps 1.027.20 0.00 (1,027.20) 2151 84X08 Sicowar motor reoer
81 MM 1B5A W. K Indusiries [ -k <} .00 os2x) 985384 10053 L4
1 041755 Bncrical & Mechunical Srves. [ % ] 0.00 1941 18423 Rebult biower metr
31 0475 Purs Pump 11609080 .00 (.160.40) a1e 11158 Rebuil biower Moy
»1 05/19/04 Encertonl § Machanical Srvcs. Q.00 (958.00) me [ 1y ] Pump repair
»1 08/07/54 Eacaricel § Mechanical Srwes. ».Q 0.00 1.40) (-] 0034 Purmg recair
»1 ATNIALA W. K industries, Inc. 181128 Q.00 (1,010.28) > ] 713 Chiorine & 802 cawrolier repeirs
»1 07/2008 Pty Pumps 22%.7% @00 . 0323 418 $10 RA Sloweram. receir
»1 0MOVES Encrrical § Mechenicsl Srves. 1.528.90 .00 (1.50.50) 0 14 Mooy rewing
»1 ODOSS Eaciriosl § M SEWA .00 Q00 \ 75 vas12 Moty rowind
»1 082184 Forida Detrok dissel 2 0.00 1 131460 as Genersior engine mpair
81 072184 Floride Detrok dises! 18.4¢ 0.00 {10.41) 131480 Finerce charge
81 10/08/58 Eiacyrioal § Mecharical Srves. 000 o2 4875 [
81 1071296 Bacirical § Mecharicsl Srves. 1,084.18 0.00 (1,034.18) D44 = Pump
81 10723/95 Bacyrical & Mechanicel Srves. 1,000.08 000 (100005 2 28 Gorman Rupp pumo repered
»4 10731584 Pur's Pump 11340 .00 {1.434.20) .-} a8 Motor rewind
» 1273098 Put's 40970 000 4.897.20) as 51483 Capiaiized repar
»1 0777782 Bacwical & Mechanicel 8. 1,160.57 Q.00 {1,160.57) vas12 41004 Mokr rewing
» 110833 Secyicel & Mechanical Srve. (ol ] 0.00 85 D Molor rewind
n4 0172488 Ges Tech 09.37 0.00 1.3 [ -} <) 0 Caplakzed repeir
Towis 55,901.99 000  (S6.901.99)
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Exception No. 11
Subject: Unsupported Plant/Discounts Not Taken

ili -in-service for the period ended
: Thecom charged $8,601 to utility plant-in-service .
m;?r 1F9.9ct5t In the abov?:zoum, $3,138 are for discounts not taken, first class airfare, and
insufficient s(xpporting documentation for entries made on the company’s books.

ili i iate documentation for the entries
dation: The utility was unable to pro‘_nfie appropriate fi
m:: li|ts.books. The company also did not avail itself of ;hedxscount op&rtt:ju:xes pr:s;nt;d;
i ratepayers should to pay for the company’s decision not to take advantag
MOMy?bmzxofﬁywm should bear that cost as well as the cost for first
class airfare.

The audit staff recommends to the Commission that utility plant-in-service be reduced by $3,138 to

remove the entries made on its books. The accumulated depreciation is discussed in Audit Exception
No. 14. For further analysis of the capitalized charges, see the attached schedule.

19
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Docket No. 971065-5U
Exhibit cow-1 (Page 17 of 22)
Audit Report and Exceptions

Exception No. 12
Subject: Coanstruction Work-In-Progress

i i rk-in-progress for the
: recorded $296,659 in corgstructlon WO
pmodsutemmdedem orDeoa-nba'F.“. E};e lc:9r2p aggargs for 1997 are includec.l in the above amount. The c;:;sda:z
o average balance when calculating the capitalized interest. The company &
815(8) gfént%tru:en; r::rgring repair and $4,500 for a charge booked twice in
$18, -

£ m mnﬂﬂy AFUDC ra 'y wn 'y

: . December 31
. ction work-in-progress at .

ions: The audit staff recalculated construc cal ed in
Recomlnend“‘Ilont,o be $137,985 and $228,406, respecgvely. The amc;urlxt7 1“;; OF-mmSU
1996 and 19'.ih’thcz above Co’mmission rule and Commission Order PSC-93- :
accordance wi

staff mmends to the Commission that construction work-in-‘]l:_;zgr‘is:i :ae s;e;um
i reco ' .
T 296,659-$137,985) to remove the out-of-penod charges it it sl further
AR tt;eConumssontlm the company be required to comply wi
recommends to
rule.

. . k-
tive Recommendation: Ifthe 1997 pro forma charges are allowed in construction wo
Alternative :

then the audit staff recommends to the Commission a reduction of $68,253 ($296,659-
in-progress, au ‘ .
;28,406) to remove the repairs and recording error.
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Exception No. 13

Docket No. 971065-SU
Exhibit CJW-1 (Page 18 of 22)
Audit Report and Exceptions

Subject: Unrecorded Retirements

Statemeat of Fact: The company failed to record several retirements totaling $4,242 for the pcnod
ended December 31, 1996.

Acct #
360
381
393
354
381

Recommendation:

Description Amount Year
Collection Sewers-Force $1,803 1994
Plant Sewers $ 300 1994
Tools, Shop, Garage $ 400 1994
Structures & Improv. $1,364 1995
Plant Sewers $ 375 1996
Total $4,242

The audit staff discovered that the company did not record the retirements.

The audit staff recommends to the Commission that utility plant-in-service be reduced by $4,242 to
remove the retired plant. The accumulated depreciation is discussed in Audit Exception No. 14.
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Docket No. 971065-SU
Exhibit CJW-1 (Page 19 of 22)
Audit Report and Exceptions

Exception No. 14
Subject: Accumulated Depreciation

Statement of Fact:  The compary rscorded $1,051,134 n sczumulated depreciation for the period
996 is $127 05331’ 1996. The amount the company records indicates that depreciation expense for
1996 is ,053.

Recommendation:  The audit staff recalculated accumulated depreciation and depreciation
expense due to Audit Exceptions Nos. 8 through 12. The recalculated amount is $1,020,935 and
$109,450, respectively. ’

The audit staff recommends to the Commission that the company be required to reduce accumulated

depreciation by $29,199 ($1,051,134-31,021,935) and depreciation expense by $17,603 ($127,053-
$109,450) to correctly state the account balances. PR ( ’
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Schedule of Sewer Plant in Service, by Primary Account

Docket No. 971065-SU

Exhibit CJW-1 (Page 20 of 22)
Audit Report and Exceptions
Florida Public Service Commission

Company: Mid-County Services, Inc. Schedule: A-2
Docket No. : 971065-SU Page 1 of 1
Schedule Year Ended: 12/31/96 Preparer: FPG

Interim [ ] Final [X]
Historical [X]

Explanaton: Provide the calculation of average rate base for the test year, showing all adjustments.
All non-used and useful items should be reported as Plant Held For Future Use. If method other
than formula approach (1/8 O&M) is used to determine working capital, provide additional schedule

showing detail calculation.
(1) 2 3) 4) (S)
Average Adjusted
Line Balance Per Udlity Average Supporting
No. Description - Books Adjustments Balance Schedule(s)
YE 12/31/96 YE 12/31/96

1  Utlity Plant in Service 3,880,925 (131,742) 3,749,183 A-6

2  Utility Land & Land Rights 18,403 0 18,403 A-6

3 Less: Non-Used & Useful Plant 0 0 0 A-7

4 Construction Work in Progress 0 148,330 148,330 A-6

S5 Less: Accumulated Deprecdiation (1,004,622) 10,754 {993,868) A-10

6 Less: CIAC (2,174,889) o (2,174,889 A-12

7  Accumulated Amortization of CIAC 777,284 2,696 779,980 A-14

8 Water Service Corporation 0 58,787 58,787 A-6

9 Working Capital Allowance 103,144 {2,048) 101,096 A-17

10 Total Rate Base 1,600,246 86,777 1,687,022
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Docket No. 971065-SU
Exhibit CJW-1 (Page 21 of 22)
Audit Report and Exceptions
Schedule: B-2
Page tof 1
Praparer: FPG

mrmn@mammnwmuuwyw. i1 amortization (Line 4) is related 10 any amount
et an an scquisiion adiussnent, suUbmit an additional schedule showing & description and calculation ol chargs.

BN

Un
h

M

Description

OPERATING REVENLES
Operation § Maintenancs
Depreciation

CIAC Amortization
Taxss Other Than income

Provision jor income Taxss

NET OPERATING INCOME

RATE BASE

RATE OF RETURN

(2)

(3)

Utility Utility
Test Test Year
Year Adjusiments
883,000 30,593
825,155 (16.385)
122,236 4,817
(59.110) (1.581)
92.989 1,934
(64,608) 44,202
916,662 33,087
(32,662) (2,474)
1,600,248
sEsSsasass
(2.10%)
SaSaSuESsSe

25

(4 ($) (8)

Utllity Requesied Requested
Adjusied Reverue Arvanl Supporing
Test Yoar Adjusiment Reveruss Schedule(s)
913,593 312,308 1,225,899 83 & B4
808,770 0 808,770 B-8
127,083 0 127,053 8-3 & B-14
(60,891) 0 (60,891) 8-3
94,822 14,054 108,977 83 & B-1S
(20,326) 104,020 83,804 B34 C-1
949,729 118,074 1.067,803
(36,138) 194,202 158,096
1,887,022 1,687,022
S80I PeS LLry 111 7]
(2.14%) 83I™%
ASSEEESSES SSSSERLATS



Docket No. 871065-3y

« xhecsd of Requested Cost of Caphtal Flork EXh'ibit CIW-1 (Page 22 of 22)
haginning and End of Year Average : Audit Report and Exceptions
kheduse: Utliities, inc. (Parent Company) Scheduse: O-1
(amparyy: Mid-County Servicss, Inc. Page 10l 2

kst No, : 971065-SU Preparer. FPG
<! Yoar Ended: 1273196 .
khedule Year Ended: 123156 Subsidiary (X] or Consolidated | ]
Estorical [X]

Simple average capital structure.

tplanation: Provide a schedule which calculates the requested Cost of Capital on a beginning and end of year
mrage basis. If a year-end basis Is used, submit an additional schedule reflecting year-end calculations.

Ty (2) ) (4

Reconclied
ine To Requested Cost Weighted
'Y Class of Caphtal Rate Base Ratio Rate Cost
—_ AYE _12/31/96

1 Long-Term Debt 845,741 50.13% 9.18% 4.60%
2 Shori-Term Debt 26,038 1.54% 9.74% 0.15%
3 Preferred Stock 0 0.00% 0.00% 0.00%
4  Customer Deposits 0 0.00% 0.00% 0.00%
§  Common Equity : 761,342 45.13% 10.22% 4.61%
§  TYax Credus - Zero Cost 0 0.00% .0.00% 0.00%
7 Tax Credits - Wid. Cost 0 0.00% 0.00% 0.00%
}  Accum. Deferred income Taxes 53,901 3.20% 0.00% 0.00%
9  Other (Explain) ‘ 0 0.00% 0.00% 0.00%
10 Total ) 1,687,022 100% 9.37%
e — P —

Supporting Sd\oduhs D-2
Recap Schedules: A-1, A-2

Note: Leverage Formuia: 8.38 + 0.832/ER
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Cost Schedule

Docket No. 971065-SU
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EXHIBIT CJW-2 (PAGE 5 OF 12)

Cost Schedule
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§ EXHIBIT CJW-2 (RAGE 6 OF 12)

L. - ' Cost Schedule Qf
. MID-COUNTY SERVICES, INC !‘ ; |ﬁ
: SR R Docket No. 971065-SU !

-&---‘ - ’.M‘»"}?{?}fa’é’dﬁ#ﬂ%# . Period gIMIm . » PN T
AR e LE - A ‘1)) T

Plant_irrvoices 1 [l
1996
- Amount it
42,220.84 SRS
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280. [
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EXHIBIT Cyw-2 (PAGE 7 OF 12)
MID-COUNTY SERVICES, ve 0S¢ Schedule )

Docket No. 971065-SU =7
. Period Ending 12/31/96 Qfﬁ
. CLJJ!D 5(4£ﬁ7/0rJ SUHDUCT i
/s
be _ W Water Distribution Lines c
- 12004-UIOF-MC3 Sanitary Sewage Lines B
» I o —— g Storm Drain Lines & Structures
. Modifiations and Repairs
} Backflow Device Testing & Repair

SOUTHERN BAY CORPORATION

Ay
13092 Angler Street T~
Spring Hill, FL 34609 cor \
(352) 686-1014 e —_—
Name: Utilities, Inc. of Florida
Address: 200 Weathersfield Avenue

City, State:  Altamonte Springs, FL 37214

Desciption:

Item# Desaiption Quantity Unit _ Unit Price Amount

APPLICATION FOR PAYMENT NUMBER ONE:

1 Partial draw for material and work completed. 1 LS. $450000  $4,500.00
AMOUNT DUE: (345000
Gk

o Me-TFEly - 252 =
5“, -0l =1lL,-%¢ -1 - 2272,

Eoth (Circie One) .
LSy E £
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EXHIBIT CJW-2 (PAGE 8 OF 12)
Cost Schedule

MID-COUNTY SERVICES, INC

Docket No. 971065-SU

Period Ending 12/31/96

CwiP Freip7iocs SuppceT

903 WEST THIRD STREET, SANFORD, FLORIDA 3277)
 TBLs (407) 330.3900 FAX, (4071 330.7755

&'

DRAGON ENVIRONMENTAL CORPORATION

(800) . 726.0033  o.mail: dragoa @iag.net o 5,\
2 5 \gg? web sito: www .atock. -apoctator.com/drov \ 1 -
UL
DRAGON ENVIRONMENTAL
CORPORATION 'NVO,CE
903 W. THIRD STREET | oare INVOICE #
SANFORD, FL 32771 Z : ,
1387 1564 ‘
| a0 7 LJOB LOCATION ]
| Utilities, Inc. of Florida Spanish Vi t
200 WenthersSield Avegue gﬂ.&. ﬂ.‘;«sa }
Ahamonie Springs, FL, 32714
L CUST. P0. 2 TERMS REP
1 - | =
L TEM DESCRIPTION

Sud&OmRMHnlll&n

ﬁ:ze_%i“”’ B (Gupe One
&t Name
NIA

3 WOR BL-0eNS- 1706 -(4-J0i1 L f
Oate __7/249/19

|
WWTF {mumw
-

Dats ed

7ml

THIS JOB WAS SUCCESSFULLY COMPLETED TO
SPECIFICATIDNS:

SIGNED:

L

Wow&ewbbdm!

REMIT TO- 903 w. Thod Street, Senford, F1. nm

) , . | : 1 ' i .
. . ) 4 1 1 : . r
i

L~ ; S

——
-

T
u"ibﬁ";w&*&és‘ SoRMS Lm ul-zs:s FAx TR Sd8-4608

N | S




EXHIBIT CJW-2 (PAGE 9 OF 12)
Cost Schedule

Docket No. 971065-SU
~ Period Ending 12/31/96
LR EXtipT o) SuppoeT

MID-COUNTY SERVICES, INC

>

p

&

3

%

DRAGON ENVIRONMENTAL CORPORATION

903 WEST THIRD STREET, SANFORD, FLORIDA 32771

TEL: (4071 330-3900 FAX, (407) 330.7755

PBC

Su‘u" Dn;on ® Paunbd Teclmo]o‘y

/, \ . i (800) . 726.0033 s-mail: dragoa@iag.met
b site: .
Y ] U L 2 5 1997 web rite: www.atock.apectator.com/drev
DRAGON ENVIRONMENTAL
CORPORATION _ 'NVO|CE
903 W. THIRD STREET DATE INVOICE #
 FL 3277 =
SANFORD, FL 32771 '/;M 7#!561)
BRLTO JOB LOCATION
Utilities, Ing. of Floride 2299 Spanish, Vista
200 WeathersSeld Avenue Paim Harbor, FL 34683
Altamcote Springs, FL 32714
J
CUST.PO. # TERMS REP PROJECT
Net 30 JEF SW97-061 Oudww
TEM DESCRIPTION Qry RATE AMOUNT
WTF Additional work charge for "Rag and Debris® removal 1,600.00 1,600.00
72 e 6 2
: WatexSewer & Botn (Crcle One) Ce
Name , ' /i <
etirement info. A t
ross Ret Invoces {8 AL XS (03 bm 180U B et %,
Approval A0 O ] Y P
Dale Receivad 1129142 S g#)
THIS JOB WAS SUCCESSFULLY COMPLETED TO
SPECIFICATIDNS: P PN - - » .. =
(et 2 BS-0LHT| (/6T -fof - 24745 (3)
SIGNED: —-1 4
We appreciate the opportunity o be of service!
REMIT TO- 903 W. Third Street, Sanford, FL 32771 ; \

954"
L ! L L gr L N % : +
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Cost Schedule U>
MID-COUNTY SERVICES, INC LUl
Docket No. 971065-SU i d

Period Ending 12/31/96 ¥ H

-.-..,@»

LWiP ExeipTiord SupPdeT

DRAGON ENVIRONMENTAL CORPORATION
Proposal #SW97-0610sdww
Removal of Sand and Grit from Spanish Vista Facility
Utilities, Inc. of Florida
Palm Harbor, Florida

Proposed Scope of Project Services:

Dragon Environmental Corporation using the Patented Sand Dragon System, hydraulic pumps and
accessories specifically designed for the removal of sand and grit from Wastewater Treatment
Facilities while the Plant stays in operation, proposes the following project services:

Plant # 1

Remove the sand and grit sccumulation in one (1) Surge Tank measuring 30’ x 90" with a
bottom surface area of 2,700 square feet. The tank contains sand and grit at an average
depth of two (2) feet throughout.

Remove the sand and grit accumulation from four (4) Aeration Basins and one (1) Reaeration
basin with 2 combined bottom surface area of 2,275 square feet. The entire bottom surface
area of the Basins will be hydraulically swept.

Plant#2

Remove the sand and grit accumulation in two (2) aeration basins esch of which measure
40 x 80 with a combined bottom surface ares of 6,400 square feet. The basins contain sand
and grit approximately one (1) foot deep in an area extending out five feet Gom the outside
walls, . .

The extraction process includes the use of specifically adapted hydraulic pumps for the
removal of the sand and grit accurnulation which is then separated from the bio-mass by the -
Sand Dragoo® Patented Process. The bio-mass will be retumned to the facility for additional
processing.

-As part of the extraction process, sand and grit removed from the tanks and basins will -

be lime stabiltzed. The lime stabilized materiai will be stock piled om site or loaded
directly into trucks provided by the Client. Disposal of the material will be the
respoasibility of the Clieat.

Pathogen vector reduction through lime stabilization requires the extracted material to be
subjected to sufficient lime to raise the pH to 12 or more and held at that leved for a period
of no less than two hours. Dragon Esvironmental persoanel will monitor the lime
stabilizztion process by taking pH readings on an hourty basis. The facility operator will be
provided with 8 log of the pH readings upon request. ‘

This proposal does not include service to any other equipment within the facility.

DRAGON ENVIRONMENTAL CORPORATION

RS

4 . . . L 4
| \ ) 1

. .SDQEQIEI
L
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EXHIBIT CJW-2 (PAGE 11 OF 12)
Cost Schedule U>
MID-COUNTY SERVICES, INC ¢

Docket No. 971065-SU

Period Ending 12/31/96 ot

Cw P EltepTiocd SoppoeT

The Client will ensure that all influent, efffluent and drain valves are operable at the time of
this service.
. All Dragoa Environmental Corporation personnel working within the confines of the facility

will be Confined Space Certified. The suthorization and posting of the Confined Space
Permit will be the responsibility of Dragon Environmental Corporation.

*

. All work will be performed under the Supervision of the Client.

Cost of Proposed Services:
" Plant#1
Sand and Grit Removal ' $ 7,446.00
Plant #2
Sand and Grit Removal $ 7,650.00
Lime Stabilization S 850.00
Mobilization/Demobilization $ 500,00
" Total Project Cost $ 16,446.00

Sixteen Thousaad Four Hundred Forty Six and No/100 Dollars
(3 16,446.00)

A copy of Dragon Environmental Corporation Scope of Project Services terms and Conditions is
attached hereto and by this reference made a part bereof This Proposal Expires September 30,

1997.
~ - Aceepted: 2

Utilities Inc, of Florida Dragoa Eaviroamental Corporation

s -

The Clieat agrees that the separate removal of rags and other debris, if requested, will be
performed at an additional cost of One Thousand Six Hundred & na/100 Doflars.
: (81,600.00) -

The Separate Removal of Rags and other Debris is Requested.

“

Accepted:
Utilities Inc. of Florida Dragon Environmental Corporation  -eg
s
. - DRAGON ENVIR u.conou'l;on » =
| | ! | | ! : i ! ! | | !
‘ ] ™ | a Y
L~ ; ‘

] | T ag

GAITY IBUSINESS FORMS b s0g, 26828 F4x TOB
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Cost Schedule

MID-COUNTY SERVICES. INC

> &
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Auditor Note:

The company't CWIP was judgementally sampled.

selected for testing all contained errors in ca
company did not use an average balance when add
AFUDC interest was overstated.

Due to the number of errors made CWIP will

It was discovered that in each of the projects |
Iculating capitalized interest (AFUDC). The
itions were added to CWIP. As a result, the

be recalculated to

reflect the correct method per Commission rule 25-30.1163(b).






