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DMSION OF AUDITING AND FINANCIAL ANALYSIS 
AUDITOR’S REPORT 

April 5,1999 

TO: FLORIDA PUBLIC SERWCE CO~MMISSION AM) OTHER INTERESTED PARTIES 

We have prescribed the procedures described later in this report to audit the accompanying 
schedule of Rate Base for the historical period ended January 31, 1999, for South Seas Utility 
Company This schedule was prepared by staff using the company’s general ledger. 

This is an internal accounting report prepared after performing a limited scope audit. 
Accordingly, this report should not be relied upon for any purpose except to assist the Commission 
staffin the performance of their duties. Substantial additional work would have to be performed to 
satie generally accepted auditing standards and produce audited financial statements for public use. 

In our opinion, the schedule referred to above presents fairly, in all material respects, the 
utllrty’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 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. The following definitions apply when 
used in this report: 

Scanned - The documents or accounts were read quickly looking for obvious errors 

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

Reviewed - The exhlbit amounts were reconciled with the general ledger. The general ledger account 
balances were traced to subsidiary ledgers, and selective analytical review procedures were applied. 

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 fbrther described. 

Verify - The item was tested for accuracy, and substantiating documentation was examined. 

RATE BASE: Exaxnkd plant and accumulated depreciation, from September 30,1988 to 
January 3 1,1999. Tested the plaut account balances by tracing additions from the general ledger to 
invoices for relationship to the sewer plant and to determine the proper account classification. 
Obtained the deed to the land. Recalculated accumulated depreciation using proper rates. 
Reconciled b e g ” g  balances to the last order. Toured the plant facility. 

Examined contributions in aid of construction (CIAC) by reconciling plant in the tax returns, 
reviewing cash disbursements and reconciling to the prior order. Recalculated accumulated 
amortization of CIAC. 

Read the sales agreement. 
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DL AUDIT DISCLOSURES 

AUDIT DISCLOSURE NO. 1 

SUBJECT: ACCUMULATED DEPRECIATION 

STATEMENT OF FACT: Commission order 22094 used rule 25-30.140 to determine 
depreciation. The Commission calculation arrived at a 4.58% composite rate which was used to 
amortize CIAC. The company has used the 4.58% composite rate for both depreciation and 
amortization since the last case in September of 1988. 

The company has classified its additions into major categories such as buildings and structures, 
treatment and disposal equipment and pumping equipment. Since the last audit, the company has 
added an outfall sewer line that cost $71,879 and was transferred into treatment and disposal 
equipment in 1998. The company has also rebuilt several services. In 1990 and early 1991, many 
invoices were found to Sewer Viewer, Mustang Construction, LCD trucking and S. Walsh 
landscaping for the services. The invoices total $99,738.51 and were charged to pumping 
equipment. 

OPINION: The Commission does not always adjust accumulated depreciation when the audit does 
not relate to a rate proceeding. No adjustment has been made to the attached rate base schedule, 
however, accumulated depreciation was recomputed after adjusting the plant balances for the two 
misclassifications. The rates in rule 25-30.140 were used. Staff continued to use the small utility 
composite rate for pumping and treatment and disposal equipment as done in the last case because 
more detailed i n f o d o n  could not be found. The co"y should now be using the class AA rates. 
These rates were used for plaut that could be specifically identified. The attached schedule provides 
the detailed analysis. Using the rule, the company's accumulated depreciation is overstated by 
$1 11,911.89 and accumulated amortization of CLAC is overstated by $15,625.96. 

Ifthese adjustments were posted, rate base would be $1,300,968.77. 
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COMPANY: 
TITLE: 
TEST PERIOD: 
AUDITOR: 
DATE: 
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ClAC AMORTIZATION: 
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'' I l l :  EXHIBITS 

' COMPANY: SOUTH SEAS UTILITY CO. 
TITLE: RATE BASE 
TEST PERIOD: JANUARY 1999 
A U DI TO R : KATHY WELCH 
DATE: MARCH 28, 7999 

PER BOOKS ADJUSTMENTS ADJUSTED 
LAND 60,000.00 60,000.00 
PLANT 2,419,655.70 2,419,655.70 
ACC. DEP. (1,072,633.21) (1,072,633.21) 
ClAC (406,355 00) (406,355.00) 
ACC. AMORT. 204,015.35 204,015.35 

RATE BASE 1,204,682.84 1,204,682.84 

SALES PRICE 1,250,000.00 

ACQUISITION ADJUSTMENT (45,317.1 6) 

NOTE: COMPANY HAS NOT REQUESTED INCLUSSION IN RATE BASE 


