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(2- i-:, 
Re: Docket No.: 050281-SU; Application of Plantation Bay Utility Company for Increase 

in Water and Wastewater Rates in Volusia County, Florida 
Our File No.: 36062.06 

Dear Ms. Bayo: 

Plantation Bay Utility Company (the Utility) provides the following responses to the 
Staffs Final Audit Report dated November 30, 2005 (2005 Audit): 

Exception No. 1: The Utility agrees with this adjustment except as it relates to 
Recommendations #2, #4 and #5 for the following reasons: 
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RCA Recommendation #3: The Utility agrees with this adjustment. 
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Recommendation #2: The Utility agrees that adjustment to correct allocation 
of costs related to 1DV Unit 3c is necessary, however, on Schedule B the auditor 
mistakenly charged change Order #1 to water services rather than sewer services. 
Change Order #1 was to replace 2 of the 21 8" X 4" PVC sewer services with 2 8" X 
4" DIP services. Therefore, the net adjustment should be a credit to water and a 
debit to sewer of $3,481.26. 

F 

Recommendation #4: The auditor states that Section 2AF Unit 4 was not in 
service at July 31, 2005. The Utility disagrees. While final retainage was not yet 
paid, the project was substantially complete and ready for service at July 31, 2005. 1 
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Final inspection was made on November 18, 2005 and this project should be 
included in plant in service at December 31,2005. The contractor’s AIA Document 
#7, which bills through June 25, 2005, shows the project is 99.08% complete at 
Exhibit “A”. 

The Utility agrees that the allocation of costs needs to be corrected on the Utility’s 
books, and submits Exhibit “B” for the reallocated amount which should be included 
in rate base at December 31,2004. The contractor’s final AIA document is included 
as Exhibit “C”. 

Recommendation #5: The Utility agrees with this adjustment except as it relates 
to hydrant flushers. Hydrant flushers are valves attached to hydrants. As such, the 
Utility believes it is correct in charging such costs to Account 335, per the NARUC 
accounting instructions for Account 335 at (A) (8) “valves and valve boxes.” If Staff 
wants such costs charged elsewhere, the Utility will not disagree. However, in the 
2004 audit, hydrant flushers were recommended for inclusion in Account 339. In the 
present audit, the auditor is recommending inclusion in Account 343. The Utility 
believes it is inappropriate to include hydrant flushers in this, or any other general 
plant account. The Utility requests consistent guidance as to which account Staff 
would like to accumulate these charges. 

Exception No. 2: The Utility disagrees with this adjustment as it has been applied. The 
Utility agrees that adjustment to its depreciation may be necessary. As discussed in its 
response to Exception No. 5 of the Audit Report for the year ended December 31, 2004 
(2004Audit), Rule 25-30.140 does not specify that a particular convention be used for first 
year depreciation for its calculation of depreciation expense. Rule 25-30.433 also does not 
specify that expense averaging be utilized for rate-making. Averaging is only utilized, by 
Rule (at 25-30.433(4)) for rate base and cost of capital. Therefore, the Utility believes that 
any depreciation adjustments should be calculated based on the application of the Utility’s 
policy. 

Exception No. 3: The Utility agrees with this adjustment. 

ExcePtion No. 4: The Utility cannot ascertain the composite rate the auditor used in 
developing the adjustment to amortization expense or accumulated amortization of CIAC 
as no schedule detailing this calculation is included in the 2005 Audit. Therefore, the Utility 
cannot agree with this adjustment. 
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However, as noted in the Utility’s response to Exception No. 7 of the 2004 Audit, the 
auditor did not apply the proper composite life nor did the auditor follow the Utility’s 
convention for calculating depreciation, as discussed in the response to Exception No. 2 of 
the 2004 Audit. 

ExceDtion No.5: The Utility agrees with this adjustment. 

Exception No. 6: 
as follows: 

The Utility disagrees with the auditor’s presentation of cost of capital, 

1. In Docket No. 01 1451, other common equity of $2,531,000 is included in total 
net equity, which reduced total net equity and a specific adjustment increased the 
resultant deficit balance to zero. 

2. The auditor considered both components of equity separately and included 
both at zero cost. There is no rule which supports this treatment. Equity is 
considered in total, not by component. Cost rates are provided by Rule. Arbitrary 
adjustments to cost rates cannot be made. 

3. The auditor includes $654,648 of A.D.I.T. in the cost of capital balance, 
stating that this is the balance of A.D.I.T. at December 31, 2004. However, the 
manner of inclusion records this as a credit balance. In the MFR’s, and the 
workpapers submitted in response to various data requests, this amount at December 
31, 2004 is a deferred tax asset, and is a debit balance. As discussed in the Utility’s 
response to Exception No. 8 of the 2004 Audit, this amount is properly included in 
rate base per Rule 25-30.433(3). 

4. In the reconciliation to rate base, the auditor imputes more debt than the 
Utility is carrying. In the reconciliation, only reductions should be made to debt, as 
shown in Docket No. O11451-WSJ Schedules 1-D and 2-D. Any difference is included 
in equity, as demonstrated on Exhibit “D”. The amounts included are from Schedule 
F of the 2005 Audit. Their use does not imply acceptance by the Utility. 

Exception No. 7: The Utility agrees that a data entry error was made when imputing the 
meter information for the accounts in question in its billing system. Pursuant to Rule 25- 
30.350, the Utility also believes that it is entitled to back bill for the previous 12-month 
period. Since this error was discovered during the course of this proceeding which will 
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ultimately require Staffs input in this matter, the Utility respectfully requests that a date 
certain for the back billing be established as bills rendered on or after November 1, 2004. 

ExceDtion No. 8: The Utility agrees with this adjustment. 

ExceDtion No. 9: The Utility agrees with this adjustment. 

Disclosure No. 1: 
Disclosure #5 of the 2004 Audit. 

Please refer to the discussion of this issue in the Utility's response to 

Disclosure No. 2: The Utility agrees with the facts as stated in the disclosure. 

Disclosure No. 3: The Utility agrees with the facts as stated in the disclosure. 

Should you have any questions regarding these responses, please do not hesitate to 
contact me. 

vLL/tlc 
Enclosures 

cc: Rosanne Gervasi, Esquire, Office of General Counsel (w/enc.) (by hand delivery) 
Mr. Troy Rendell, Division of Economic Regulation (w/enc.) (by hand delivery) 
Mr. Bart Fletcher, Division of Economic Regulation (w/enc.) (by hand delivery) 
Mr. Douglas R. Ross, Jr. (w/enclosures) 
Ms. Jean Trinder (w/enclosures) 
Mr. Frank Seidman (w/o enclosures) 
Robert C. Nixon, CPA (w/enclosures) 

M: \ l  ALTAMONTE\PLANTATION BAU(.06) 2005 RATE CASE\PSC Clerk 019 (audit response).ltr.wpd 

Rose, Sundstrom & Bentley, LLP 
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Plantation Bay Utilrty Company 
Per Audit Capital Structure 

07/31 12005 
Reconciled Percent 

Proforma Specific Per Audit Pro Rata To Proforma of Weighted 
Class of Capital 12/31/2006 Adjustments (revised) Adjustments Rate Base Total Cost Cost 

Common Equity $ (2,603,158) 72158 !3 (2,531,000) 
Other Equity 2,531,000 2,531,000 

Common Equity (72,158) 72,158 - $ 1,200,798 $ 1,200,798 37.78% 10.27% 3.88% 

Long-Term Debt 1,940,442 
Short-Term Debt 
Preferred Stock 

Tax Credits - Zero Cost 
Tax Credits - Wld. Cost 
Accum. Deferred Income lax 

Customer Deposits 36,990 (1 80) 

1,940,442 

36,810 

1,940,442 61.06% 10.00% 

36,990 1.16% 6.00% 

Total 71,978 $ 1,977,252 L3,178,Z!30 100.00% 
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