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DIVISION OF REGULATORY COMPLIANCE 
AUDITOR'S REPORT 

September 18,2008 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES 

We have performed the procedures enumerated later in this report to meet the agreed upon 
objectives set forth by the Division of Economic Regulation in its audit service request. We 
have applied these procedures to the Minimum Filing Requirements (MFRs) prepared by Aqua 
Utilities Florida, Inc. in support for rate relief in Docket No. 080121-WS for the test period 
ending December 31, 2007. 

This audit was performed following general standards and field work standards found in the 
AICPA Statements on Standards for Attestation Engagements. This report is based on agreed 
upon procedures which are only for intemal Commission use. 



11. OBJECTIVES AND PROCEDURES 

RATE BASE: 

A. Objective - Plant in Service: To determine that property exists and is owned by 
the utility. To determine that additions arc authentic, recorded at original cost, and properly 
classified in compliance with Commission Rules and the NARUC Uniform System of 
Accounts. To verify that the proper retirements were made when a replacement item was put in 
service. To determine that the land is owned by the utility and included i n  rate base at original 
cost. 

1. We reconciled the beginning plant in service balance to the utility's books 
and to the prior Commission orders. We traced the filing additions and 
retirements by year to the utility's annual reports. 

We judgmentally selected a sample of additions and retirements from the 
general ledger. We tested the sample of plant in service additions for the 
following: date acquired, original cost, account recorded, and appropriate 
retirements. We tested the sample of retirements for the following: cost 
retired, account number, date of retirement or disposition, amount of 
accumulated depreciation retired, amount of proceeds/cost of removal, and 
amount of gaidloss recorded in utility books after disposal. 

We reconciled the plant in service additions and retirements to the utility's 
general ledger. We traced the cost of land to the warranty deeds. Audit 
Findings 1 through 4 and 18 address the Utility Plant in Service balances 
in the filing. 

2. 

3. 

B. Objective - Contributions in Aid of Construction (CIAC): To determine that 
utility CIAC balances are properly stated and are reflective of service availability charges 
authorized in the utility's approved Commission tariff. 

1. We reconciled the beginning CIAC balances to the utility's books and the 
prior Commission orders. We read the utility's authorized tariff to 
determine the type and amount, if any, of service availabilily fees for new 
customer additions, and inquired if the utility had any special agreements, 
developer agreements, and whether or not it has received donated property 
as CIAC. 

2. We sampled CIAC additions and reviewed the following: description of 
asset or fees received, date acquired, original cost, account number where 
recorded, and if the amount collected is authorized in the utility tariff. We 
reconciled CIAC additions to the utility's general ledger. Audit Finding 1 
addresses the CIAC balances in the filing. 
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C. Objective - Accumulated Depreciation and Depreciation Expense: To verify 
that accumulated depreciation and depreciation expense is calculated using the Commission 
authorized rates and that the calculations are correct. 

I .  We scheduled accumulated depreciation accruals to include: beginning 
and ending balances by UPIS sub-account, methodology for calculating 
annual accumulated depreciation accruals, service lives used to detennille 
accrual multiplier, methodology for accounting for retirements and 
adjustments, and current period depreciation expense by sub-account. 

We reconciled acwmulated depreciation accruals to the utility's general 
ledger. Audit Findings I through 4 address the accumulated depreciation 
balances in the filing. 

2. 

D. Objective - Accumulated Amortization on CIAC and Amortization Expense: 
To determine that CL4C accumulated amortization balances are properly stated and that annual 
accruals are reflective of depreciation rates authorized in the utility's last Commission rate case 
proceeding. 

1. We reconciled beginning balances to the utility's books and the prior 
Commission orders. We scheduled accumulated amortization accruals to 
include: beginning and ending balances by function or service, 
methodology for calculating annual accumulated amortization accruals, 
methodology used to determine accrual multiplier, methodology for 
accounting for retirements and adjustments, and current period 
amortization expense. 

We reconciled accumulated amortization accruals to the utility's general 
ledger. Audit Findings 1 and 5 address the accumulated amortization of 
CIAC balances in the filing. 

2. 

E. Objective - Working Capital: To determine that the Working Capital 
calculation is accurate. 

1. We analyzed the utility's calculation of the components of working 
capital. We sampled deferred debits to determine if the timing, amount, 
reasonableness and re-occurring nature of the amounts were correct. We 
recalculated the working capital balances. 

We recalculated the percentages used to allocate current assets and current 
liabilities, by system between water and wastewater, where applicable. 
Audit Findings 6 and 7 address the components of working capital. 

2. 
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CAPITAL STRUCTURE 

A. Objective - Capital Structure: To determine that capital structure represents 
utility debt, capital stock, retained eamings, deferred taxes, customer deposits, and other 
available ftinds for investment in utility plant, inventory, and operations. 

1. We determined that the utility is collecting and accounting for customer 
deposits authorized in its Commission approved tariff and verified that the 
utility is calculating and remitting interest on customer deposits per Rule 
25-30.31 1, Florida Administration Code. Other components of the capital 
structure reviewed are discussed in the Affiliated Transaction section 
because Aqua Utilities Florida, Inc., derives its funding from its parent 
company, Aqua America, Inc. Audit Finding 9 addresses the customer 
deposits reported in the filing. 

REVENUE AND EXPENSES: 

A. Objective - Revenue: To verify that revenues eamed from the utility property 
during the test year are recorded and included in the filed exhibits, to verify that the utility is 
billing the approved tariff rates, and that the revenues are classified in compliance with the 
Commission Rules and Uniform System of Accounts. 

1 .  We tested the reasonableness of the utility revenues by multiplying 
average consumption times the number of customers for each class of 
service, and compared it to a schedule of utility revenues by customer 
class for the historical test year. 

We reconciled revenues reported on the Regulatory Assessment Fee 
(RAF) filing to the utility's books and records, and recalculated the 
amount of RAF fees due based on the utility's revenues reported. We 
agreed revenue balances in the MFR to the utility trial balance. 

2. 

B. Objective - Expenses: To determine that operation and maintenance costs are 
classified according to the Commission Rules and Uniform System of Accounts, that 
expenditures are appropriate for regulatory policy, that the amounts on the invoice agree with 
the general ledger, and that expenditures are recorded in the proper period. 

I .  We reconciled the general ledger Operation and Maintcnance Expenses to 
the MFR Operation and Maintenance Expenses for the 83 systems. We 
performed an analytical review of the Operation and Maintenance 
Expenses of 2006 and 2007 reported in the 2006 and 2007 annual reports, 
as a basis for choosing the systems to be sampled. Each system that had 
an increase in the 2007 Operation and Maintenance expenses of 25% or 
more was selected. Based on this criteria, the audit staff noted ten systems 
that qualified for further testing. 
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2. On atlditing the ten systems, the audit staff found that almost all of them 
have one cotnmon factor. The fines and penalties are reported in error in 
Account 6751775 Miscellaneous Expenses. The audit staff analyzed the 
general ledger and the list of the fines and penalties provided by the 
company of the other 73 systems, and removed the fines and penalties for 
the 73 systems to Account 426 Miscellaneous Non-utility Expenses. 

We verified utility salaries, pensions and benefit expenses by tracing them 
to the utility's books and records. We reviewed a description of all 
services provided by utility employees and officers, 

For utility sludge hauling expense, we traced amounts to the utility's books 
and records, and obtained contracts or other service contracts. For utility 
purchased power expenses, utility chemical expenses, and utility materials 
and supplies expenses, we traced amounts to the utility's books and 
records, and traced a sample of invoices to supporting documentation. 

For utility contractual service expenses, utility rental expense, utility 
transportation expense, and utility insurance expense, we traced amounts 
to the utility's books and records, traced a sample of invoices to supporting 
documentation, and reviewed all material contracts, agreements, or 
policies. 

For utility miscellaneous expense, we traced amounts to the utility's books 
and records, and traced a sample of invoices to supporting documentation. 
For utility bad debt expense, we analyzed bad debt expense and 
determined the basis that the utility uses to determine the bad debt 
expense. Audit Findings I O  through 19 address our findings on Operation 
Expenses. 

3. 

4.  

5. 

6 .  

C. Objective - Taxes other than Income Taxes: To determine the appropriate 
costs for taxes other than income taxes for the test year. 

1. We verified real estate and tangible property tax incurred by the utility for 
the historical test year, and ensured that all property tax expense reflects 
the maximum discount available, and that real estate taxes incurred are 
only for utility property in service. We also reconciled taxes other than 
income amounts to the utility's general ledger. 

AFFILIATED TRANSACTIONS 

A. 
expense: 
expense are stated, calculated and allocated properly. 

Objective - Plant in service, accumulated depreciation and depreciation 
To determine that plant in service, accumulated depreciation and depreciation 

5 



1 .  We reconciled Aqua America Inc.’s plant in service accutnulated 
depreciation and depreciation cxpense to the general ledger. We reviewed 
Aqua America Inc.’s continuing property records for plant additions, 
retirements, cost of removal and salvage. We recalculated accuniulated 
depreciation and depreciation expense for ‘proper amount and rates. We 
reviewed the methodology for the allocation of plant i n  service, 
accumulated depreciation and depreciation expense from Aqua America, 
Inc., to Aqua Utilities Florida, lnc. The allocation methodology for 
allocating plant in service, accumulated depreciation and depreciation 
expense from Aqua Utilities Florida, Inc., to the individual systems were 
reviewed. Sampled plant in service, accumulated depreciation and 
depreciation expense for the proper amount, classification period, non- 
recurring and support documentation. Audit Finding 19 addresses our 
finding on the allocation of depreciation expenses. 

B. To determine .4qua Utilities Florida, Inc.’s 
capital structure, excluding customer deposits and accumulated deferred income taxes, is 
properly stated. 

Objective - Capital Structure: 

1.  ’ Aqua Utilities Florida, Inc.’s capital structure was reconciled to the 
general ledger, Minimum Filing Requirements (MFRs) and Aqua America 
Inc.’s annual report. We reviewed the allocations from Aqua America, 
Inc.’s annual report to Aqua Utilities Florida, Inc.’s capital structure. The 
allocations from Aqua Utilities Florida, Inc.’s to the individual systems 
were reviewed and recalculated. A sample of Aqua America, Inc.’s debt 
was traced to the debt agreements and reviewed for the proper amount, 
period and classification. The audit staff prepared a capital structure for 
Aqua America, Inc. More information may be found in Audit Finding No. 
8. 

C. Objective - Operation and Maintenance Expenses: To determine that 
operation and maintenance expenses are stated, calculated and allocated properly. 

1. Obtained and reviewed total expenses allocated to the individual systems 
from Aqua America, Inc. and Aqua Utilities Florida, Inc. Total Aqua 
America, Inc., and Aqua Utilities Florida, Inc. expenses allocated to the 
individual systems were traced the general ledgers. Reviewed and 
recalculated the methodology of allocating expenses from Aqua America, 
Inc., and Aqua Utilities Florida, Inc. We sampled allocated expenses for 
the proper amount, period, classification, whether non-utility related, 
nonrecurring, unreasonable and imprudent. Audit Findings I O ,  12 and 14 
address our findings on the allocation of expenses. 
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111. .4UDIT FINDINGS 

AUDIT FINDING NO. 1 

SUBJECT: LAKE SUZY --WATER 

AUDIT ANALYSIS: The utility balance for Utility Plant in Service (UPIS) for the Lake Suzy 
water systcni at December 31, 2007 was $905,752. We requested supporting documentation for 
a sample of plant additions. The utility did not provide supporting documentation for $534,219 
in plant additions. Therefore, we recomlnend that this amount be removed from UPIS. This 
further results in an adjustment to accumulated depreciation of $108,901 and depreciation 
expense of $13,417. Since a portion of these plant in service assets are contributed property, 
CIAC should also be adjusted by $137,077, accumulated amortization of CIAC should be 
adjusted by $8,891, and amortization expense should be adjusted by $3,188. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entries are needed to correct the utility general ledger balances as of 
December 3 1.2007. 

NARUC 
Acct. No 
1 08 
271 
43 9 
272 
309 
331 
333 
334 
335 
339 
403 

Account Description 
Accumulated Depreciation 
CIAC 
Adjustments to Retained Earnings 
Accumulated Amortization of CIAC 
Supply Mains 
Transmission and Distribution Mains 
Services 
Meters & Meter Installations 
Hydrants 
Other Plant & Misc. Equipment 
Depreciation Expense 

Debit 
$108,901 

Credit 

$137,077 
$307.363 

$ 8,891 
$ 218 
$443,382 
$ 15,873 
$ 32,487 
$ 34,364 

$ 10,229 
$ 7,897 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: The Account 101 Plant in 
Service year end balance should be reduced by $534,219, Account 108 Accumulated 
Depreciation year end balance should be reduced by $108,901, Account 271 Contributions in 
Aid of Construction year end balance should be reduced by $137,077, Account 272 Accumulated 
Amortization of CIAC year end balance should be reduced by $8,891, and Account 403 
Depreciation Expense should be reduced by $10,229. A related adjustment should be made to 
the 13-month averages. 
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AUDIT FINDING NO. 2 

SUBJECT: LAKE SUZY - WASTEWATER 

AUDIT ANALYSIS: The utility balance for Utility Plant in Service (UPIS) for the Lake Suzy 
wastewater system at December 31, 2007 was $2,264,137. We requested supporting 
documentation for a sample of plant additions. The utility did not provide supporting 
documentation for $1,119,520 in plant additions. Therefore, we recommend that this amount he 
removed from UPIS. This further results in an adjustment to accumulated depreciation o r  
$359,506 and depreciation expense of $36,147. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entries are needed to correct the utility general ledger balances as of 
December 3 1,2007. 

NARUC 
Acct. No Account Description Debit Credit 

108 
439 
354 
360 
36 I 
362 
363 
364 
370 
371 
380 
403 

Accumulated Depreciation $359,506 
Adjustments to Retained Eamings $796,161 
Structures & Improvements 
Collection Sewers - Force 
Collection Sewers ~ Gravity 
Special Collecting Structures 
Services to Customers 
Flow Measuring Devices 
Receiving Wells 
Pumping Equipment 
Treatment & Disposal Equipment 
Depreciation Expense 

$516,754 
$ 53,942 
$254,474 
$ 28,699 
$ 72,722 
$ 1,353 
$ 45,000 
$125,320 
$ 21,256 
$ 36,147 

EFFECT 0 THE FILING IF THE FINDING IS ACCEPTED: The  count 101 Plant in 
Service year end balance should be reduced by $1,119,520, Account 108 Accumulated 
Depreciation year end balance should be reduced by $359,506, Account 403 Depreciation 
Expense should be reduced by $36,147. A related adjustment should be made to the 13-month 
averages. 
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AUDIT FINDJNG NO. 3 

SUBJECT: ROSALIE 0.4KS - WATEWWASTEWATER 
VILLAGE WATER - WATEWWASTEWATER 

AUDJT .4NALYSlS: Rosalie Oaks - Water and Wastewater systems were grandfathered-in per 
FPSC Order No. PSC -98-038I-PAA-WS, issued March 6, 1998. The utility provided a 
warranty deed and a title insurance policy in support of a land purchase for Rosalie Oaks - 

Wastewater, but included $4- for land in its plant in service balance. The utility also provided 
an original cost study that was conducted as of December 3 1, 2005. 

Village Water - Water and Wastewater systems were grandfathered-in per FPSC Order No. PSC 
-99-1882-PAA-WS, issued September 21, 1999. The utility provided an original cost study that 
was conducted as ofDecember 3 1,  2004. The following was noted: 

System 
Plant in Service 

MFR Cost Study Variance 

Rosalie Oaks - Water 84,590 234,688 (150,098) 

Rosalie Oaks -Wastewater 298,126 41 1,160 (113,034) 

Village Water - Water 303,276 465,017 (161,741) 

Village Water - Wastewater 1,088,107 814,309 273,798 

Auditor was not able to determine appropriate balances because there was no available source 
documentation to support the recorded amounts. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: Final 
disposition for this Finding is deferred to the analyst. 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: Final disposition for this 
Finding is deferred to the analyst. 
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AUDIT FINDING NO. 4 

SUBJECT: PLANT IN SERVICE AND ACCUMULATED DEPRECIATION 

LAKE JOSEPHlNE - WATER 

AUDlT ANALYSIS: The utility included $329,672 i n  the MFR plant in service balance 
without appropriate supporting documentation. Therefore, accumulated depreciation was 
overstated by $65,463 and depreciation expense was overstated by $10,615. The utility included 
$17,395 in the MFR accumulated depreciation balance from 1997 and 1998 which was prior to 
the last rate case but not included in FPSC Order No. PSC-OO1389-PAA-WU, issued July 31, 
2000. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entries are needed to correct the utility general ledger balances as of 
December 3 1. 2007. 

NARUC 
Acct. No Account Description Debit Credit __ 

1 08 
439 
304 
307 
309 
311 
320 
33 1 
333 
343 
347 
403 

Accumulated Depreciation 
Adjustments to Retained Eamings 
Structures and Improvements 
Wells and Springs 
Supply Mains 
Pumping Equipment 
Water Treatment Equipment 
Transmission and Distribution Mains 
Services 
Tools, Shop, and Garage Equipment 
Miscellaneous Equipment 
Depreciation Expense 

$ 82,858 
$257,429 

$ 48,194 
$ 27,279 
$ 47,319 
$ 3,467 
$ 67,496 
$1 14,791 
$ 11,100 
$ 3,192 
$ 6,834 
$ 10,615 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: The Account 101 Plant in 
Service year end balance should be reduced by $329,672, Account 108 Accumulated 
Depreciation year end balance should be reduced by $82,858, and Account 403 Depreciation 
Expense should be reduced by $10,615. A related adjustment should be made to the 13-month 
averages. 

SEBRING LAKES - WATER 

AUDIT ANALYSIS: On the MFR, the utility included $10,670 in Account 331 Transmission 
and Distribution Mains, $3,222 in Account 333 Services, and $6,230 in Account 334 Meters and 
Meter Installation. These amounts were unsupported additions noted in, but excluded from rate 
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base as per FPSC Order No. PSC-02-065I-PAA-W, issued May 13, 2002. Therefore, these 
amounts should be removed from the MFR. Also, accumulated depreciation was overstated by 
$4,005 and depreciation expense was overstated by $640. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entries are needed lo correct the utility general ledger balances as of 
December 3 1,2007. 

NARUC 
Acct. No Account Description Debit Credit 

108 Accumulated Depreciation $ 4,005 
439 Adjustments to Retained Eamings $16,757 
331 Transmission and Distribution Mains $10,670 
333 Services $ 3,222 
334 Meters and Meter lnstall $ 6,230 
403 Depreciation Expense $ 640 

EFFECT ON THE FILING IF THE FlNDING IS ACCEPTED: The Account 101 Plant in 
Service year end balance should be reduced by $20,122, Account 108 Accumulated Depreciation 
year end balance should be reduced by $4,005, and Account 403 Depreciation Expense should be 
reduced by $640. A related adjustment should be made to the 13-month averages. 

LAKE OSBORNE ESTATES -WATER 

AUDIT ANALYSIS: The utility included a net overstatement of $3,289 in the MFR plant in 
service balance dating back to the last rate case. but not included in FPSC Order No. PSC-97- 
11 49-FOF-WU, issued September 30, 1997. Therefore, accumulated depreciation was 
overstated by $941 and depreciation expense was overstated by $84. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entries are needed to correct the utility general ledger balances as of 
December 31,2007. 

NARUC 
Acct. No Account Description Debit Credit 

108 Accumulated Depreciation $ 941 
439 Adjustments to Retained Earnings $ 2,432 
301 Organization $ 870 
309 Supply Mains $ 1,700 
339 Other Plant & Misc Equip Intangible $ 4,787 
302 Franchises 
331 Transmission and Distribution Mains 

$ 750 
$ 3,925 



33 1 
334 Meters & Meter. Installations 
340 Office Fumiture & Equipment 
403 Depreciation Expense 

Transmission and Distribution Mains $ 3,925 - $ 5,245 
$ 726 
$ 84 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: The Account 101 Plant in 
Service year end balance should be reduced by $3,289, ACCOLIII~ IO8 Accumulated Depreciation 
year end halance should be reduced by $941, and Account 403 Depreciation Expense should be 
reduced by $84. A related adjustment should be made to the 1 ?-month averages. 

AFUUXNDONDO ESTATESIFAFWS - WATER 

AUDlT ANALYSIS: 'The utility included $16,992 in the MFR accumulated depreciation 
balance. This amount was unsupported dating back to but not included in FPSC Order No. PSC- 
96-0728-FOF-WS, issued May 30, 1996. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entry is needed to correct the utility general ledger balances as of 
December 31,2007. 

NARUC 
Acct. No Account Description Debit Credit 

108 Accumulated Depreciation $16,992 
43 9 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: The Account 108 
Accumulated Depreciation year end balance should be reduced by $16,992. A related adjustment 
should be made to the 13-month averages. 

$16,992 Adjustments to Retained Earnings 

JASMINE LAKES -WATER 

AUDIT ANALYSIS: The utility included $35,249 in the MFR accumulated depreciation 
balance. This amount is unsupported after adjustments recorded in the books from audit findings 
noted in Docket No. 060368-WS. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entry is needed to correct the utility general ledger balances as of 
December 31,2007. 

NARUC 
Acct. No Account Description Debit Credit 
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108 Accumulated Depreciation $3 5,249 
439 Adjustments to Retained Earnings $35,249 

EFFECT ON THE FILING IF THE FlNDING JS ACCEPTED: The Account 108 
Accumulated Depreciation year end balance should be reduced by $35,249. A related adjustment 
should be made to the 13-month averages. 
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AUDIT FINDING NO. 5 

SUBJECT: ACCUMULATED AMORIZATION OF CIAC 

OCALA OAKS - WATER 

AUDIT ANALYSIS: The utility's MFR Accumulated Amortization of CIAC balancc per FPSC 
Order 21349, issued June 7, 1989 stated that this balance was $67,362 as ofDecember 31, 1987. 
Audit staff updated this amount through December 1998 for a balance of $241,005. MFR 
Schedule A13 states that this balance is $252,423. This is a difference of $11.418. The utility 
didn't provide any support when requested. 

Therefore, audit staff recommends decreasing Accumulated Amortization of ClAC by $1 1,418. 

EFFECT ON THE GENERAL LEDGER IF THE FILING IS ACCPETED: The following 
general ledger entry is needed to correct the utility general ledger balances as of December 31, 
2007. 

NARUC 
Acct. No Account Description Debit Credit 

439 Adjustments to Retained Eamings $11,418 
272 Accumulated Amortization of ClAC $1 1,418 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: The Account 272 
Accumulated Amortization of CIAC 13-month average balance should be reduced by $11,418. 

TANGERINE - WATER 

AUDIT ANALYSIS: The utility reduced the MFR accumulated amortization of CIAC balance 
by $2,830 twice. This amount was an adjustment ordered in FPSC Order No. PSC-05-1242A- 
PAA-WS, issued February 27, 2006. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entry is needed to correct the utility general ledger balances as of 
Decetnber 3 1, 2007. 

NARUC 
Acct. No Account Description Debit Credit 

272 Accumulated Amortization of ClAC $2,830 
439 Adjustments to Retained Eamings $2,830 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: The Account 272 
Accumulated Amortization of CIAC 13-month average balance should be increased by $2,830. 
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AUDIT FINDING NO. 6 

SUBJECT: DEFERRED DEBITS - AMORTIZATION 

GRAND TERRACE - WATER 
PICCIOLA ISLAND - WATER 
JUNGLE DEN - WASTEWATER 

AUDIT ANALYSIS: The utility amortized the Deferred Debits accounts for the systems Grand 
Terrace, Picciola Island, and Jungle Den over three years. 

Rule 25-30.433, Florida Administrative Code, section 8 states that "non-recuning expenses shall 
be amortized over a S-j~eav period unless a shorter or longer period of time can be justified". The 
utility states that the deferred debits are comprised of permits and that these must be renewed 
every thee  years, therefore a lesser period of time for amortization is justified. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: This 
information is provided for the analyst to make a final determination 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: This information is 
provided for the analyst to make a final determination 



AUDIT FINDING NO. 7 

SUBJECT: ACCRUED TAXES 

AUDIT ANALYSIS: The ending balance for accrued taxes, as included in the working capital 
allowance, for all systems has a year end debit balance of $2,860,234 and a I?-month average 
balance of  $1,155,342. Per the utility “The accrued liabilities section on the balance sheet in the 
MFR reports the liabilities owed and since more taxes are due to the company and not owed 
from the company a negative amount appears on the accrued taxes section of the balance sheet.” 

The utility provided a detailed listing of system balances, however, this response did not address 
why the accrual has a substantial debit balance. The company should reconcile the accrued taxes 
so that it is clear how much is owed for each type of tax and how much is a receivable for each 
type of tax. 

This information will need to be reviewed by the analyst to determine what balances relate to a 
normalized expense for the test year. Any additional balance should be reviewed for appropriate 
disposition. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: This 
information is provided for the analyst’s determination regarding a normalized amount. 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: This infomation i s  
provided for the analyst’s determination regarding a normalized amount. 
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AUDIT FINDING NO. 8 

SUBJECT: CAPITAL STRUCTURE 

AUDlT ANALYSIS: The Aqua Utilities Florida, Inc. Capital Structure used in the MFRs is 
shown below. 

The Audit Staff prepared the consolidated capital structure for the parent company Aqua 
America, lnc., that is shown on the next page. We found that Aqua Utilities Florida, Inc. derives 
its source of funding from Aqua America, Inc. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: There is no 
effect on the general ledger. 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: 
informational purposes only. 

This finding is for 

AQUA UTILITIES FLORIDA, INC. 
CAPITAL STRUCTURE 

TEST YEAR ENDED DECEMBER 31,2007 

Weighted 
Capital Component Per Company Total Cost Rate Cost Rate 

Percent of 

COMMON STOCK 
PAID IN CAPITAL 
RETAINED EARNINGS 

TOTAL COMMON EQUITY 

LONG TERM DEBT 
TOTAL CAPITAL 

52,724,744 85.18% 
979,027 1.58% 

(17,942,759) -28.99% 
35,761,012 57.77% 10.25% 5.92% 

26,136,123 42.23% 5.10% 2.15% 
61,897,135 100.00% 8.08% 
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AQUA AMERICA, INC AND SUBSIDIARIES 
CONSOLIDATED CAPITAL STRUCTURE 

TEST YEAR ENDED DECEMBER 31,2007 

Percent of Weighted 
Capital Component Per Company Total Cost Rate Cost Rate 

COMMON STOCK 67,049,620 3 03% 
PAID IN CAPITAL 572,050,832 25 82% 
TREASURY STOCK (13,166,313) -0 59% 
RETAINED EARNINGS 350,363,635 15 82% 

TOTAL COMMON EQUITY 976,297,774 44 07% 11 55% 5 09% 

LONG TERM DEBT 
TOTAL CAPITAL 

1,238,980,341 55.93% 5.10% 2.85% 
2,215,278,115 100.00% 7.94% 

Common Equity cost rate is per Commission Order PSC-07-0472-PAA-WS. issued June 1, 2007 
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AUDIT FINDING NO. 9 

SUBJECT: CUSTOMER DEPOSITS 

AUDIT ANALYSIS: The customer deposits from the MFR D-7 schedule did not trace to the 
trial balance. The error was caused during the completion of monthly custonier deposits activity 
for the MFR. Therefore, the 13 month average in  the MFR should be adjusted. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: There is no 
effect on the general ledger. 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: The Account 235 
Customers Deposits should he reduced by $62,378. 

The year ended as of December 31,2007 - Customer Deposits: 
13 Month Average 2007 December 3 1,2007 

Per MFR $276,826.00 $300,520.02 
Trial Balance $217.045.27 $192.01 2.82 
Difference $(62,377.73) $(108,507.20) 

The allocations of these adjustments to the individual utility systems are shown on the schedule 
following this finding. 
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AUDIT FINDING NO. 10 

SUBJECT: PRIOR PERIOD EXPENSES 

AUDIT ANALYSIS: Aqua America, Inc. allocated t Utilities Florida. c. $ 4 .  255 for prior 
period expenses. These expenses are listed on the next page and should be disallowed in this rate 
proceeding. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The following 
general ledger entries are needed to correct the utility general ledger balances as of December 31, 
2007: 

NARUC 
Acct. No Account Description Debit Credit 

604 Employee Pension and Benefits $ 1,540 
633 Contractual Services - Legal $ 626 
636 Contractual Services - Other $10,065 
675 Miscellaneous Expenses $ 24 
215 Retained Eamings 

EFFECT ON THE FILING IF FlNDING IS ACCEPTED: 

Schedule 2 shows the impact of these adjustments on each system 

$12,255 
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SC'HEI>lII.E 2 -PRIOR PERIOD EXPENSES ADJllSTMENT BY SYSTEM 

Combined Water/ Allocation June ,\Ih 
System Name A w t  llnit Wailewater J a n .  June 

48 Est - Watci 

Arrcdondo I S t J t e s  ~ w a t e r  

hrrcdnndo Farms - s c i r a  

Anrdr~ndo l iar i l ls  - 11"x 

llccchcr's P o i n t  - S w c i  

i3rccllri's 1'01111 ~ \vatel 

('adton V,Ilagc - Water 

Castle lilkr ~ \\'ater 
Chuiuow - Sswci  

Chuluota ~ Wa1er 

East Lake Harris Estates ~ W: 
Fairuays - Scwer 
Fairways ~ Water 

F e n  Terrace - Water 
Fl Central Commerce Park - : 
Friendly Centei . Water 
Gihsonia Estales - Water 
Grand Tenace - Water 

Haines Creek - Water 
llarmony Homes - Water 
Uem,ts Cove - Water 
liohb) llills ~ Wirur 

l.loliday I+aven - Seibel- 

Holiday Haven -Water 
lmpenal Mobile Terrace - W; 
Interlachen LakdPark Manor 
Jasmine Laker -Sewer 
l a m "  Lakes - W a t e r  

Jungle Dell. Sewer 

Jungle Den - Water 
Kenwood North -Water 
Kings Cow - Sewer 
Ktngs Cave ~ Water 
Kingswoad - Water 
Lake Gibson Estates - Sewer 
Lake Gibson Estatcs - Water 
LakeJosephine - Water 
Lake Oshomc Est - Water 
Lake Suzy - Sewer 
l ake  Sury - Water 
Izisurc Lakes - Sewer 
Leisunc Lakes - Water 
Momingview ~ Sewer 

Momingview - Water 
Oakwood -Water 
Ocala Oaks - Water 
Orange IiWSugar Creek ~ W 
Palm Port - scwcr 
Palm Part - water 

6597 Water 

6509 waw 
0389 Wastewatcr 

6569 Water 

6139 Wasteivatcr 

6438 Watcr 

6405 Water 

6555 Water 
0457 Wastewater 

6456 Watcr 
6406 Water 
6971 Wastewater 
6970 Water 
6407 Waler 

6461 Wastewater 
6408 Water 
6433 Water 
6409 Water 

6556 Water 

6462 Water 
6440 Water 
64 I0 Water 

6412 Wastewater 

641 I Water 
6413 Water 
6441 Water 
6391 Wastewater 
6574 Water 

6468 Wastewater 
6467 Waler 
6557 Water 
6395 Wastewater 
6595 Water 
6401 Water 

6435 Wastewter 
6434 Water 
6589 Water 

6558 Water 
6392 Wastewater 
6582 Water 
6404 Wastewater 
6403 Water 
64 I5 Wastewater 
6414 Water 

6402 Water 
6577 Water 
6436 Water 
6445 Wastewater 
6444 Water 
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0 2?5% 
0 039%~ 
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0 000% 
0.000% 
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0.297%, 
0 334% 
0.661"/0 
0.765% 
4.159% 
4. 180% 
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0 650% 

0 . 2 8 4 ~ ~  
0.286% 

*mount 

2 1  53 

7R.34 
I I 7 w 
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5 '10 

1701 
78 01 

35 40 
IP7.31 

453 30 
58.01 

40.97 
20 98 
10.16 
64.24 
36 05 
36.38 
20.98 
59.98 
34.09 
36& 
40.77 

80 96 
93.74 

509.67 
512.29 

44.90 
37 69 
16.06 

65.55 
68.83 
20 98 

104.56 
276.30 
186.82 
153.72 
88 17 

185.19 
92.43 
95.05 

I I .RO 
12.45 
75.71 

595.22 
79.65 
34.74 
35.07 



S<'HEDUI.E 2 - PRlOH PERIOD EXPENSES ADJIISTMENT DV SYSTEM 
Allocatmn Jan June Alloc 

Palm 1ennce ~ sc,<er 

I'alni ' lerracc - Waier 

Palo\i MHP ~ WalrT 

l'avk Manor  - se\<w 

I'arh hlanor ~ \Vutcr 

Peace lbver - ;sibel 

r ' ~ ~ ~ ~  nlrci ~ \vater 

P l l i C  valley - Water 

Piney Wouds -Water 

I'ICCIO~~ Island - Watcr 

Poinuna Park ~ Watw 
Quail Ridge - Water 
Ravriiswood - Water 
River Grove - Water 

Rosalie Oaks - Sewer 
Rosalie Oaks - Water 
sarasatJ. - S e w r  

Sarasuta - Water 
Saratoga Harhuui - Water 
Scbring Lakes - Water 

Silver h k e  Oaks -Sewer 

Silver Lake Oaks - Water 

Silver hkeiWcitsm Shore 
Skycrest - Water 
South Seas - Sewer 

St John's Highlands - Watc 
Stone Mountain ~ Waler 

Sugar Creek. Water 

Summit Chase - Sewer 
Summit Chase - Water 
Sunny Hills - Sewer 

Sunny Hills - Water 
Tangerine - Water 
'Ihe Meadow -Water 

n e  W a d s  - Sewer 
l k  Woods - Water 

TamokdTwm Rivers - Wa 
Valencia Terrace - Sewer 

Valencia lerrace - water 

Venetian Village - Sewer 

venetian Village - Water 
Viliage water. Sewer 
VilbgC Water. Water 

WelakdSaratoga ~ Water 
west Citrus - Water 
Westem Shores - Water 
W"0te"S - water 
7 e p h y  Shores. Seivcr 

Zephyr Shores. Water 

6430 Wasteuater 

6429 Water 

b l l 6  Water 

h443 Wastcwatrr 

6441 Watci 

6397 \Vaslewater 

6600 water 
6417 Wstcr 

6560 Watcr 

6418 Water 

6446 Water 

h419 Water 
6561 Water 
6447 Waler 

6386 Wastewater 
6562 Watcr 
6965 Wastewater 
6964 Wattr 

h411 Water 

6933 Water 

6449 Wastewale? 

6448 Water 

6420 Water 
6421 Water 

0831 W a ~ t w a l e r  

6450 Water 
6422 Water 

6436 Waler 
6396 Wastewater 
6596 Water 
6472 Wastewater 
6471 Water 
6428 Water 
6559 Water 
6388 Waslewater 

6564 Water 
6469 Water 
6424 Wastewater 

6423 Water 
6426 Wastewater 

6425 Water 
6390 Wastewater 

6571 Water 
6451 Water 
6563 Water 
6420 Water 
6453 Water 

6432 Wastewater 
6431 water 

J""C 

2.741% 

3 172'% 

0. I 66% 

0 083'% 

0.000'%. 
0.254'%, 

0 262"h 
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0.479?4 
0 473% 
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0.120% 

0.286% 

0.259% 
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0.206% 
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0.IIS"h 
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0.326% 

0.179% 
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0.000% 

0.583% 
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0.736% 

0.142% 
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0.203% 
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0.931% 
0.947% 
n.z54y/o 

0.441% 

0.094% 

0.487% 

0.415% 

0.1770/, 
0.000% 

0.078% 

I .385% 

AnX,U,lt 

338 96 

388.73 

20 32 

10 16 

11 I 4  

32 I 2  
48 84 

I5 40 

58 67 

58 01 

3 I .47 

14 75 

35.07 

31.79 

3 I .79 

?,3Yb 2 1  
1,522.13 

25.24 

!4,09 

14.42 

527 31 

39 99 
21.96 

32.45 

3 28 

71.45 

72 I I  
59.00 

189.77 

90.13 

17.37 

23.60 

24.91 

88.82 

114.06 

11603 
31 14 

54.08 

11.47 

59 65 

50.80 

21.63 

9.51 

169.78 

1.393% I 7 0  76 
100.00% 12,254.73 
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AUDIT FINDING NO. 1 1  

SUBJECT: CAPITALIZATJON 

IMPERIAL MOBILE TERR4CE 

AUDIT ANALYSIS: The utility included $4,986 in Account 636 Contractual Senices ~ Other 
for the period ended December 31, 2007. This amount represents an installation of 2” gate 
valves with valve boxes and valve pads. This expense should be capitalized. This amount also 
represents a replacement. In Order No. PSC-03-1250-PAA-WU, issued November 6, 2003, in  
Docket No. 030250-WU, In re: Application for staff-assisted rate case in Pasco County, by 
Floralino Properties, Inc. , and Order No. PSC-01-1574-PSS-WS, issued July 30. 2001, in 
Docket No. 000584-WS, In re:Application for a staff-assisted rate case in Martin County by 
Laniger Enterprises of America, Inc., the Commission found, where original cost is not available 
for a retirement, that 75% of the replacement cost is a reasonable estimate of original cost. 
Therefore 75% of the $4,986 should be considered the original cost to be retired. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entry is needed to correct the utility general ledger balances as of 
December 3 1,2007. 

NARUC 
Acct. No. Account Description Debit Credit 

33 1 Transmission and Distribution -- Mains $4,986 
636 Contractual Services ~ Other $4,986 
108 Accumulated Depreciation - General $3,739 
33 1 Transmission and Distribution -Mains $3,739 
403 Depreciation Expense $ 58 
108 Accumulated Depreciation - General $ 58 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: The Account 636 
Contractual Services ~ Other balance should be reduced by $4,986. The year end balance of 
Account 331 Transmission and Distribution - Mains should be increased by $1,247, and 
Account 403 Depreciation Expense and the year end balance of Account 108 Accumulated 
Depreciation should be increased by $58. A related adjustment should be made to the 13-month 
averages. 
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AUDIT FINDING NO. 12 

SUBJECT: SHAREHOLDERS SERVICES EXPENSES 

AUDIT ANALYSIS: Aqua America, Inc. allocated to Aqua Utilities Florida, Inc. $32,134 ($10,567 
+ $21,567) for Shareholder Services expenses in Contractual Services ~ Other, Account 636. The 
Shareholder Services expenses were for Transfer Agent and Registrar and Investor Communication 
Services that includcd, Annual Stockholders’ Meeting, shareholders correspondence, stock certificate 
mailings, stock accounts maintenance, and salaries, etc. 

In a prior Coinmission order addressing shareholder services expense for Southem States Utilities, 
Inc. (see Commission Order No. PSC-96-1320-FOF-WS, issued October 30, 1996, in Docket No. 
95049S-WS), the Commission found that: 

Through the ROE leverage formula, we have allowed recovery of costs 
associated with being a publicly traded utility. Specifically, in the calculation 
of the appropriate cost of equity, we recognized an additional 25 basis points to 
the otherwise determined cost of equity to provide for these costs. To ask 
SSU’s ratepayers to pay 25 basis points on ROE in addition to the amount 
requested by SSU would be duplicative. We also question whether the benefits 
SSU receives from MP&L are worth $208,776 to the ratepayers in Florida. 
Consequently, we shall disallow all of the utility’s requested shareholder 
services expenses of $208,776. 

Therefore, audit staff recommends that these expenses be disallowed 

EFFECT ON THE GENERAL LEDGER IF FINDING IS ACCEPTED: The following general 
ledger entry is needed to correct the utility general ledger balances as of December 31,2007: 

NARUC 
Acct. No. Account Description Debit Credit 

636 Contractual Services - Other $32,134 
426 Miscellaneous Nonutility Expenses $32,134 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: 

Accounts 634 and 734 - Contractual Services -Management Fees $32,134 
Account 426 Miscellaneous Nonutility Expenses $32,134 

The summary and the allocations of these adjustments to the individual utility systems are shown 
on the schedules following this finding. 
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HEDIIIX I - SlJ~4REHOl.DERS SERVICES SALARY EXI'ENSE ADJUSTMENT S U M M A  
Jan - .lun Jul - 1)ec 

Iknrrintien .Activit! Amwi i t  

SHAUFIIOI I)l.R SERVICE: SH 

SHAREHOI.I)I.I< SI..I<\l 

S I  l ~ \ R C H O l . l ~ l ~ R  SIIKV1C.t: S I  I 

S I I A U I I  101 , I~ I~R SI.KVICC: SI I 
SH~\Rt l lO l . l l l ~ .R  SI.l(\ I ( ~ ' i ' S 1 I  

SI IAI~HIOI.I~I:I~ Srx \ ' i ( ' t :  S I I  

SI i A w i i m r i m  S I . K V I C L :  sii 
SHARtl lOl  W R  SERVIC 

SHAREHOI l )ER S5RVICC: SH 
SllAlllillOLDER SERVICk! Si1 

SIIARCHOLDER SERVICE: SI[ 

SHAREHOLDER SERVI 
SH4RF.HOLUEK SERVI 
SHAREI1OI.DER SER\'ICE: SH 
SHAREHOLDER SERVICE: S H  

SHAREHOLDER SERVICE! SI1 
SHAREHOLDER SERVICE: S I 1  

SHAREHOLDER SERVICE: SH 
SHAREllOl.r)l:R SERVICF: SI1 

SHAREHOLDER SERVICE: SI4 

SIIAREHOLDER SERVICE: SH 

SHAREHOLIXR SF.R\'ICE: SH 
SIIAUEIIOLDLK SERVI 

SHAREHOLDER SERVl 
SHAREIIOLDER SERVICE: SI1 

SHAREHOLDER SERVICE: SH 
SHAREHOLUER SERVICE: SH 
SHAREHOI.DER SERVICE: SH 
SHAREHOLDER SERVICE: SH 
SHAREHOLDER SERVICE! SH 
SHAREHOLDER SERVICE SH 
SHAREHOLDER SERVICE: SH 

SHAREHOLDER SERVICE: SH 
SHAREHOLDER SERVICE SH 
SHAREHOLDER SERVICE SH 
SHAREHOLDER SERVICE! SH 
SHAREHOLDER SERVICE: SH 
SHAREHOLDER SERVICE: SH 
SHAREHOLDER SERVICE SH 
SHAREHOLDER SERVICE: SH 

SIIARF.HOLDER SERVICE: SH 
SHAREHO1.DER SERVICE: SH 
SHAREHOLDER SERVICI!: SH 

1 7 2 1  

218 'Ji 

I50 I 2  

xi I l l  

2117 80 

247 0c 

224 4(1 

2 5 5  43 

207 03 

253.43 

164.50 

248.40 

60.63 

411 59 

332.13 

355 92 

172.85 
280.14 

225 61 

237.96 

224.1 I 
211  32 

226.07 

136.39 

187.69 

181.73 

211.24 

598.17 

213.80 

225.51 

274.04 

299.32 

281.89 

567.66 

203.1 I 

225.51 

371.92 

192.23 

202.85 

350.29 
204.94 

196.02 

412.36 

10,56?.10 

Date  ,\mount Amounl 

1:1:07 
I /  1.117 

I i:or 
1'1.07 
2 : l 1 0 i  

2/l!07 

2.1.07 

z1p07 

3,1107 

3/1/07 

3/1/07 

3/1/07 

4/1/07 

4/1/07 

411107 

4/1/07 

5!1/07 

5/1/07 

?/1!07 
5/1/07 

6'1107 

6/1/07 

6,iiO7 

6/1/07 5,163.81 
7/1/07 

7/1/07 

7/1/07 

7!1107 

8/1/07 

8/1/07 

8!1!0? 
Y/1107 

9/1/07 

9/1/07 

10/1/07 

IOi1107 

I 011107 

I 111107 

I 1/1/07 

11/1/07 

12,1107 

I21 1107 

I21 I107 5.403 28 

28 



SCHEUIJ1.E 2 - SH.4KEHOI.UEKS SERVICES SALARY EXPENSE .AUJiISTMENT BY SYSTEM 
L omnine 

d Arct Watcri Alloeatiun Allocation June Alloc Urr Alloc 
System Name 

48 Est - WaIci~ 

Anedundo Estatcs ~ b ' ~ t c 1  

Amdondo Farms - Scucr 

Alrcdundii I;arn,s ~ W a l c i  

Beschsr's POlll t  - Sriler 

leechcr's Point - Watci 

Carlton Village - \vatel 

Castle Lake - Waler 

rhuluota - Seivci 

Chuluom - Water 
East Lake Hams Estates ~ Wi 

F a ~ w a y s  - Sewer 

Fairways - Water 

rem Terrace - Water 

Fl Central Commerce Park ~: 
Friendly Center - Water 

Gibsonia EStatrS - Water 
Grand lenace - Water 
Haines Creek - Water 

Harmony Homes - Water 

Hennlts Core - Waler 

llobby llilli ~ \Vatcr 

Holiday Haven -Sewer 
Holiday Hawo - Water 
Imperial Mobile 'lenace ~ W i  

Interlachen LakdPark Manor 

Jasmine Lakes - Sewer 
Jasmine Lakes - Water 

Jungle Den - Sewer 
Jungle Den - Water 
Kenwood North - Water 

Kings Cove - Sewer 
Kings Cove - Water 
Kingswaod - Water 
Lake Gibson Estates - Sewer 

l ake  Gibson Estates -Water 
Lake Josephine - Water 

Lake Osbome Est - Water 

Lake Sury ~ Sewer 
Lakt Suzy - Water 
Leisure Lakes - Sewer 

Leisure Lakes - Water 
Momingweiv - Sewer 

Morningview- Water 
Oakwood -Water  
Ocala Oaks - Water 

Orange HilliSugar Creek - W, 

Palm Port - Sewer 
Palm Port - Water 

h"17 \\'ate, 

6X,9 WalCr 

fO1X'l waslell31cI 

I ~ 5 l ~ ' J  \\'a1c1 

04.7'1 \vaste,vatcr 

6438 \Vale7 

1r4Oi Water 

1,555 \Vatc~ 

6457 Wasten'ater 

6456 Water 

6406 Water 

697 I waste\.ater 

6970 Water 

6407 Water 
6461 Wastewaler 

6408 Wati'r 

6433 Water 

6409 Water 

6556 Waler 

6462 Water 
6440 Water 

6-1 10 \\"ater 

6412 \Vastewatci 
641 I \Vater 
64 I 3  Water 

6441 Walei~ 

6391 Wastewater 

6574 Water 

6468 Wastewalm 
6467 Water 

b557 Water 

6395 Wastewater 

6595 Water 

6401 Water 

6435 Wastewater 

6434 Water 

6589 Water 
6558 Wafer 
6392 Wrsuwster 
6582 Watei 

6404 Wastewater 
6403 Water 

6415 Wa~tewater 
6414 Water 
6402 Water 

6577 Watcr 

6436 Water 

6445 Wastewater 
6444 Water 

(I.ZZ"?, 11 22"4> 

n . w , ,  t i  ow, 
0 96"h 11 ')5":1 

0 Iw'!;, (1 Cil>"Z,, 

(I 05')<, 0 (15"1,, 

0. 1-1"<, (1 I 4"l" 

0 64% (l.h5'!Yn 

0.2% 0.29'i/, 

I.61% I 60"/u 

3 70%) 3 74% 

0 47% 0.47% 

0.00'% 0.63% 

0.00% 0 63Y0 

0.33% 0.33% 

0.17% 017"h 

0.08% o ox"/o 
0.52% 0.52% 

0 29% 0.29% 

0.30% 0.29% 

0 1 7 % ~  0.17% 

0.49% 0.48% 

O X ? <  Oi7?<I 

0 30% 0.29% 

0.33'% 0.33'!% 
0.66% 0.65% 

076% 0.76% 

4.16% 4.09% 

4.18% 4.11% 

0.37% 0.36% 

0.31% 0.30% 

0.13% 0.13% 
0.53% 0.53% 

0 56% 0.55% 

0.17% 0.17% 

0.85% 0.84% 

2.25% 2.22% 

1.52% 1.51% 

1.25% 1.24% 

0.72% a . 7 1 " ~  
1.51% 1~49% 

0 75% 0.74% 

0.78% 0.76% 

0.10% 0.09% 

0.10% 0.10% 

0.62% 0.61% 

4.86"/0 4.79% 

0 65% 0.64"h 

0.28"h 0 28% 

0.29% 0.28% 

I I 60 

33.01 

4Cl 72 

50.41 

2 49 

7.1X 

32 87 

14.92 

83.14 

191 01 

21.45 

17 26 

8.84 

4.28 

27.07 

15.19 

15.33 

8.84 

25.27 

I4 36 

15.33 

17.26 

34.1 I 

19.50 

214.76 

215.87 

18.92 

15.88 

6.77 

27.62 

29.00 

8.84 

44.06 

116.43 

78.72 

64.77 

37.15 

78.03 

38.95 

40.05 

4.97 

5.25 

31 90 

250.81 

33 86 

14.64 

14.78 

1210 23.7(1 

34.02 67 07 

51 25 10097 
5196  102.37 

2 56 5 (I? 

7.Jfl I 4  58 

3488 6 7 . 7  

15.52 3043 
86.27 169.42 

202 16 393 16 

25.20 49.64 

34.31 34.31 

34.31 3431 

1780  35.06 

9.25 18.09 

4.41 8.69 

27.90 54.97 

15.66 30.85 

15.80 31.13 
9.11 17.95 

2605  51.33 

14.81 29 I7 
I580  31.13 

17.X0 35.06 

35.31 69.42 

41.00 8o.sn 

221.09 435.85 

222.23 438.10 

19.50 38.43 

1637 32.25 

6.98 13.74 

28.47 56.09 

29.75 58.76 

9.11 1795 

45.41 89.47 

120.01 236.44 

81 57 160.30 

66.77 131.54 

38.44 7 5 ~ 5 9  

80.44 15847 

40.15 7909 

41.29 X I  34 

5.13 10.10 
5.41 1066 

32.89 64.79 

258.82 509.63 

34.59 68 16 

15.23 29.87 

15.38 30 I S  
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SCHEDULE 2 -SHAREHOLDERS SERVICES S A L h R Y  EXPENSE A1)JUSlMENT BY SYSTEM 
(:omhined Water/ Allocation Allocation Jasc .Allor Vce A110c 

system Name A C C ~  Clnit Wzstenater  Jan - lune Jely  - OPF \mount Amount 

l'alm l'crrace - s c w r  

r a i m . r c l ~ ~ c e  - \MW 

1'81111s h l l l l ' ~  water 
I'aik M a i m  ~ S e n u  

I k k  Manor - \vatu 

i'eacc I<liri - Sew51 

Peace K l V r r  - \vatL'r 

I'Icclola Island - Water 
P l l l C  \:alley - water 

Pmey Woods - Water 

Poniana Paik - Water 

Quail Ridge - Water 

Ibwensirood ~ Water 
River Grove - Water 
Rosalie Oaks ~ Sewer 
Rosalie Oaks - Water 

Sarasota - Sewer 

Sarasota - Water 
Saratuga Ilarbour - Water 
Subring lakes - Water 
Silver Lake Oaks - Sewer 

Silver Lake Oaks - Water 

Silver LakeiWrrtein Sliurrr - 
Skycrest - Water 

South Seas -Sewer 
St John's Highlands - Water 
Storm Mountain -Water  

Sugar Creek - Water 

Summit Chase - Sewer 
Summit Chase - Water 
Sunny I11115 - sewer 
Sunny Hills - Water 
Tangerine - Water 
The Meadows - Water 
The Woods -Sewer 
The Wuods - Water 
TomokdTwin Rivers - Wale) 

Valencia Tenace - Sewer 
Valencia Terrace - Water 
Venetian Village -Sewer 
Venetian Village - Water 

Village water -sewer 
V,llage water - water 
WelakaiSsratuga - Water 

West Citrus - Water 
Westem Shores - Water 
wootens - Water 

L e p h y  Shores ~ Sewer 
Z e p h y  Shores - Water 

6430 Wastcwarcr 

6429 water 
h-116 \\'alcl 

6143 \k'astcwatcr 
h l4 l  WateT 

0397 wastuI\Blel 

l1(300 Water 

6417 watcr 
hi60 Water 
6418 Water 

6446 Water 

6419 Watcr 

6561 Water 

6447 Water 

6386 Wastewater 
6562 Water 
6965 Wastewater 

6964 Watcr 

6451 Water 
6933 Water 
6449 Wastewalcr 

6448 water 
6420 Wale< 

64?i water 
6831 Wastewater 

6450 Water 

6422 Water 
6436 Water 

6396 Wastcuater 
6596 Water 
6472 Wastewater 

6471 Water 

6428 Water 
6559 Water 
6388 Wastewater 
6564 Water 
6469 Water 

6424 Wastewater 
6423 Water 
6426 Wastewater 

6425 Water 
6390 Wastewater 

6571 Water 

6451 Water 

6563 Water 
6420 Water 

6453 Water 
6432 Wastewater 

2 7 4 ' ~ ~  2 70% 

3.17% 1 I?%, 

0 I7'ib ( i  I b",, 

(1.11 0 0 
0 OO'iil li OO'~',, 
0 2" (1 zit';, 

0.21,"b li.zb'i;l 

0.40'%, 0 40"Y 

0.1 3% 0 12'5, 

0 48% 0 47:: 
0.47% (l.J7%1 

0.26%) 0 25%, 

0.12% 0 129" 

0.29% 0 28% 

026% 0.26% 

0.26% 0.26"A, 

19.55% 19.27O% 

I 2  4?%, 12.25% 

0 O W "  0 00"4 

0.21'3t 020% 

0 1 2 ~ ~  n12111o 

0.12% II.ll'"" 

4 30V" 4 2*'% 

0 13% 0.32% 

018% 0.18%l 
0.26% 0.26%, 

0.03% 0 03% 

0.00% 0.00'3t 
0.58% 0.57% 

0 59% 0.58% 

0.48"h 0.47Yo 

1.55% I 5341 

0.74% 0.75% 

0.14% 0.14% 

019% OI9'!6 

0.20% 0 20% 

0 72% 0 71% 
0.93% 0.92% 

0.95% 0.93% 

O.ZS~/U 0.25% 

0.09% 0.090% 

0.44% 0 43% 

0.49% 0.48% 

0.41% 0.41% 

0.18% li 17% 

0.00% 000% 
0.08% 0.08% 

1.39% 136% 

141 56 14592 

16i80  168x4 

X 56 8 83 
4.28 4.41 

13.12 13.52 

1353 13.95 

20.58 21 35 

6 49 6 69 

2472  25.48 

2445 25.20 

1326 13.67 

6.21 6.41 

14.78 15~23 

13.40 13.81 

13 40 13.81 

1,009.73 1,041.39 

641.39 

10.63 

5 94 

6.08 

222.22 

16.85 

9.25 

13.67 

I 3 8  

30.1 I 
30.38 

24.86 

79.97 

37.98 

7.32 

9.94 

10.50 

37.43 

48.06 

48.89 

I 3  I 2  

22.79 

4.83 

25.14 

21.41 

9.12 

4.01 

71.54 

561.85 

10.96 

6.12 

6.26 

229 35 
17.37 

9.68 

14.09 

I 42 

31.04 

31.32 

25.63 

82.57 

40.57 

7.55 

10.25 

10.82 

38 58 

49.69 

50.40 

13.52 

23.49 

4.98 

26.19 

22.07 

9.40 

4.13 

73.60 

lo1al 

287.49 

332.64 

17.3') 

8 69 

26.05 

27 4') 

41.93 

13.18 

50.20 

4'1 64 

26.93 

12.62 

30.01 

27.21 

27.21 

1,051.12 

I ,303.24 

21.b0 

12.06 

12.34 

451.57 

34.22 

18 93 

27.77 

2.80 

61 14 

61.70 

50.49 

162.54 

78.55 

14.87 

20.19 

21.32 

76.01 

97.75 

99.29 

26.65 

46.28 

9.8? 

51.33 

43.47 

18.51 

8.13 

145.14 

6431 Watcr 1.39% 1 3 7 %  71.96 74.17 146.13 
100.00% l0000Yo 5,163.81 5,403.28 10,567.10 
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X8l If6 1lLfIl~lV 3Sd LOOZIZ/E HS 3XVHSX3lndWODXXEOf 
99999'1 lllil llV 3Sd LOOZiLZiP HS 3HYHSX3lfldWOJ88fOI 
t6 91 I'St 1Ilfl~llV 3Sd LOOZlLZlP \iNO.lXOlSXANI daVLLZE 1 

i0'Zl I'Pt 'IILI1 IIV 3Sd 1OOZIiZlP VW03 XO.LS3hNI daVL1ZE I 
91 Z~X'EZ mn iiv .xd ioozirit s ~VHSX~L~~WUD xsrot 
wiit'zi irin iiv .xd ionz;r/t HS xwiqsx3indwo3n8Eoc 
5t'Lvi~ I '11.1 n iiv ssCi iomit tis IHVI~S~I:I.I.~~~IWO:I~XLO~ 
06'81t'XI llln TIV .1Sd 1OOZIVt VCVO.) IIOl.S3ANI daV1LZCI 
iz 5cx'Lt i~iri~iv .xd iiinz.zi.i 0.) HO.I.S:I.\NI dU\'LLZf I 

iCZ CEX'Lt) ~11.1.1l .llV 3Sd 1iioi.'zz:i 0.1 XOJ.S-tANI dIlVLLZE1 
6') tc~)'~ 71.1 ii -IW .x,i iowzztt iis mviww iiir(v"or 

119 999.1 mri T'IY .xd LO~ILI~ZIC 11s ~I~IVHSH~~.~I~IW~~XX~UE 

it ~61.i -ii~.r.i'iv .xd iuoziiii HS ~HVIIS~I~I~~I~W~.~~X~~C 
ii'fiXLt ~11 I I1 nv .)Sd LOOz'iLil UIV0.l HO1 

Ct ElX'r 11111 ~1.W .Xd iOOi:i/i VIVO.) >lOlS3,\NI .I(IVLLZCI 



SCHEDULE 4 -SHAKEHOLDER SEHVICES EXPENES .ADJI!STRlENT BY SYSTEM 
Combine \%'alcri Allocation AllOCPtiOll June Alloc UPC 9 1 1 0 ~  

Svsteni Namc d ANI Wastewater Jan - June July  - Dcc Amount Amount .rOlill 

48 Est - Wnlrr 

Ancdondn Fstatus ~ W; 
Arredandu IFilriiis - Sev 

Airrdondo Farim - Wa1 

13ecc1,cr'r 1'01111 - senc, 

Ileuciicr's I""t ~ \va1c, 
car1tun Village - \vale, 

Castle l ake  ~ Water 

riluiuota - 
Chuluota - Water 

East Lake Hairis Estate 
rainvays - sciver 
Fairways - Water 

Fen  Tenace -Water 
FI Central Commerce P 
Friendly Center - Watei 
Gibsunia Estates ~ W a t c  

Grand Teracc ~ Walri 

Haines Creek - Water 

Harmony Homes - Wat, 

Hermits Cove - Water 

Hobby Hills - W a t ~ r  
Holiday Haven - Sewer 

Holiday Haven - Water 

Imperial Mobile T e r m  
Interlachen IakeIPark P 
Jasmine Lakes -Sewer 
Jasmine Lakes - Water 

Jungle Den -Sewer 

Jungle Den - Water 

Kenwood North - Wate 
Kings Cove - Sewer 
Kings Cove - Water 

Kingswood -Water 

Lake Gibson Estates -: 
Lake Gibson Estates - \ 
lake Josephine - Water 

Lake Osbome Est - Wa 

Lake Sury - S e w r  
l a k e  Sury - Water 

Izisure Lakes -Sewer 
Leisure Lakes - Watcr 

Momingview - Sewer 
Momingview - Water 
Oakwood -Water 
Ocala Oaks - Water 
Orange HiIIlSugar Cree 
Palm Port - Sewer 
Palm Port - Watul- 

6YJ7 Watrr 

6560 Water 

638'1 W a a t c w ~ t c i  

6 6 4  Watcr 

(1.13'1 ivartc\,atrr 
6438 \va,c, 

04!5 W31CI 

6555 Water 

6457 Wastewater 

6450 Water 

im W B ~ U  

6971 Wastewater 
6970 Water 

6407 Water 

6461 Wastewater 

h408 Watcr 
6433 Water 
6409 Watcl 
6556 water 
6462 Water 
6440 Water 

6410 Waler 

0412 Wastewater 

64 I I Water 

6413 Water 

6441 Water 
6391 Wastewater 
e574 Water 
6468 Wastewater 
6467 Water 
6557 Water 

6395 Wastewater 
6595 Water 

6401 water 
6435 Wastewater 

6434 Water 

6589 Water 

6558 Water 
6392 Wastewater 
65x2 Water 

6404 Wastewater 
6403 Water 
641 5 Wastewater 

6414 Water 
6402 Water 

6577 Water 

6436 Watcr 

6445 Wastewater 
6444 water 

0.22"" 

0 6I%> 

l!.'J6'>;1 

0.98% 

I J  05% 
0 Id?" 

0 04'X 

0.2Y"," 

I 61% 

3 70% 

0 41?0 

0.00% 
0.00% 
0.33% 

0.17V" 

0 08% 

0.52% 

0.29% 

0 30% 

0.17O/u 

0.49%1 

0.28% 

0.30% 

0 33% 

0.66% 

0.76% 

4.16% 

4.18?4 

0.37% 

0.31% 

0 13% 

0.53% 

0.56% 

0.17% 

0.85% 

2.25% 

1.52% 

125% 

0.72% 
151% 

11.75% 

0.78% 

0.10% 

0.10% 
0.62% 

4.86% 

0 65% 

0.28% 

0 29% 

32 

I) 22% 
11 0% 

IJ '9% 

0 'If>"<, 

11.t!"%, 

11 l4':% 

0 f,i"b 

0.2'1'1, 

I 6 W  
3 7J?<, 

0 41% 
0.63% 

0.634/u 

0.33% 

0.17% 
0.08"A, 

0 52% 

0.29% 

0 29% 

0.17% 

0.480/" 

0 21% 

0.29% 

0.33% 

0.65% 

0 76'% 

4.09'% 

4.1 I'%, 

0.36% 

0.30% 

0.13% 

0.53% 

0 55% 

0.17% 

0.84'% 

2.22% 

1.51% 

124% 

0.71% 
I .49?4 

0.74% 

0.76% 

0.09'% 

0.1096 
0.61%, 

4.7996 

0.64% 

0.28% 

0.28% 

32 9fr 

93 79 

141 28 

I43 2J 
7.06 

m.ti 
91 -10 

42.38 

236 25 
542.74 

69 46 

49.05 

25 12 

12.17 

76.92 

43 17 
43 56 

25.12 
71 82 

40 81 

43 56 

49 05 

96.93 

11224 

610.24 

613.38 

53.76 

45.13 

19.23 

78.49 

82.41 

25.12 

125.19 

330.82 

223.69 

184.05 

105.57 
221.73 

I10 67 

113.81 

14.13 

14.91 

90 65 

712.67 

95.36 

41.60 

41.99 

I5 44 

43 41 

h i  ?'I 

60 3f! 
3 27 

Y 45 
44 5 ( !  

I'9.XO 

110.07 

257.92 

32.15 

43.77 

13 7 1  

22.70 

11.81 

5.63 

35.60 

19.98 

20 16 

I 1.62 

33 24 

18 89 

2 U . I h  

22 70 

45.05 

52.31 

282.08 

283.53 

24.88 

20.89 
8.90 

36.33 

37.96 

I I .62 

57.94 

153.12 

104.08 

85.19 

49.04 

102.62 

51.22 

52.67 

6.54 

6 90 
41.96 

330 21 

44.14 

19.43 

19.62 

4X.40 

I37 20 

?f!h 07 

10Q 54 

I U  33 

2') x i  

137 919 
62 18 

346.32 

800 66 

lOl.61 

43 77 

43.77 

71 76 

36 92 

17.80 

I I 2  52 
63 .  I5 

6 3  12 

36.74 

105.06 

59.70 

63 72 

71.76 

141.98 

164.55 

892.32 

896.91 

78.65 

66.02 

28.13 

114.81 

120.37 

36.74 

183 13 

483.94 

327 77 

269.24 

I54  61 
324 35 

I61 89 

166.48 

20 67 

21.81 

132.61 

1,042 88 

139.50 

61.03 

61 61 



SC'HEDII1.E 4 -SHAREHOLDER SERVICES EXPENES hDJVSTMENT UY SYSTEM 
Comhise Water1 Allocation Allocation June Alloc I)OE .Allot 

System Name d A C C ~  Wastcwatcr Jan - .lune .July - Der Amount Amount .Tola1 

Pall" 'TCiTBCC ~ sew,rr 
1'81"1 I erracc - Walcr 

Palm5 b i w  - \vatci 

I'ai k M m o r  ~ Scwev 

Pat k Manor - Water 
I'eace I t i r c r  - Seuer 

I"Ce 1*,ver - \viitur 

Picciolii Island ~ Water 

PllX \'alley - Water 

1"y WOOdS - WBtCi 

Pomonu Park - Walcl 

Quail Ridge - Water 

Rwenrwoud -Water  

River Grove - Water 
Rosalie Oaks -Sewer 
Rosalie Oaks - W a t ~ r  
Sarasota - Sctvcr 
Sarasota - w a t e r  
Samtogn Harbour - M'ater 

Sebring Lakes - Water 

Silver Lake Oaks - Sewer 

Silver Lake Oaks - Water 

Silver LakelWestem Shores 
Skycrest - Water 
South Seas ~ Sewer 
St. John's Highlands -Wale, 
Stone Mountain -Water 

Sugar Creek - Water 
Summit Chase - Sewer 

Summit Chase - Water 
Sunny Hills - Sewer 
Sunny Hills - Water 

rangeme - Water 

The Meadows -Water 
The Woods - Sewer 
The Woods - Water 

TomokalTwin Rivers - Watt 

Valencia Tenace -Sewer 

Valencia Teenace - Water 
Venetian Village - Sewer 

Venetian Village - Water 
Village Water ~ Sewer 

Village Water - Water 

WelakdSaratoga - Water 
West Citrus - Water 
westem Shores - water 
Woolens - water 
Zephyl Shores ~ Sewer 
Zepliyl Shores - Water 

[,m wastcwatsi 

6429 Water 

0410 \vatcr 
6413 Wastcu.aiur 

6441 W a k r  

6307 Wastewater 

M i l 0  Water 

1,417 water 

6jbO water 
641 8 Water 
h446 Water 

6419 Water 
6561 Watcr 
6447 Water 

6386 Wastewater 

6562 Water 
6965 Wastewater 
6964 Water 
6451 \vatcr 
6933 Water 

0449 Wastewater 

6448 Water 

0420 Water 
6421 Water 
h831 W~astewaler 
6450 Water 
6422 Water 

6436 Water 

6396 Wastewater 
6596 Water 

6472 Wastewater 

6471 Water 
6428 Water 
6559 Water 

6388 Wastewater 
6564 Water 
6469 Water 

6424 Wastewater 
6421 Water 
6426 Wastewater 
6425 Water 
6390 Wastewater 

6571 water 
6451 Water 
6563 water 

6420 Water 
6453 water 
6432 Wastewater 

2.74% 

3 17% 

0 17'X 

iI 08".;. 
tl 00'% 
I) 25% 

0 26"/;, 

0 40'%, 

0.13% 
0 48% 
0 4% 

0.26"% 

0.12% 

0 ~ 2 9 %  

0.26% 

0.26% 

19.55'% 

l2.42(!6 
(1.00% 

(1.21% 

O.IZ9h 

0 12% 
4.30%, 
0.33'% 

0.18% 

0.26% 

0 03% 

0.00"h 

0.58'% 
0.59% 

0 48% 

I .55% 

0.74% 

0 14% 

0.I9Yo 

0 20% 

0 . 7 2 ~ ~  

0.93% 

0 . 2 5 " ~  

0.95% 

0.44% 

0.09% 
0.49"h 

0.41% 
0.1 8% 
0.00% 
0.08% 
1.39% 

2.70% 402 25 186.18 

3 l2'!<, 46543 ? I S 4 2  

OIO'! ; ,  2 1 3 1  1 1 2 6  

0 08'Y I 2  I 7  5 (13 

0 OO"6 

0?5"4 3i.28 1726 

0 2h"h 38.4fi 17 SO 

0.4U'K 58 47 27.25 

(1.12'%1 I 8  44 X.54 
0.47% 7025 12.51 
0.4JD/n 69.46 32.15 

0.25%, 37.67 17.44 

0 1 2 % ~  17.66 X.17 

0 2 8 %  41.99 19.43 

0.26% 38:07 17.62 

0.26% 3807 17.62 

19.27% 2.869.1 I 1.328.66 

12.25% 1,822 48 

0 00% 
0.20% 30.22 
0 I I% 16.87 

0 1 2 %  17.27 

4.24'% 631.43 

0.32% 47.88 

0.18?6 26.29 

0.26% 38.85 

(J.03"% 3.92 

0 OO%, 

0?7% 85.55 

058% 86.34 

0.47% 70.64 

1.53% 227 22 

0.75% 107.92 

0.14% 20.80 

0.19% 2826  

020% 29.83 

071% 106.35 

0 9 2 %  136.57 

0.93% 138.92 
0 2 5 %  3728 

0 43% 64.75 

0 09% 13.74 

048%) 71.42 

0.41% 60.83 

0.17% 2590 

0.00% 

0.08% I I 38 

I 36% 203.28 

844.42 

13.99 

7.81 

7.99 

292.61 

22.16 

12.35 

17 98 

I 8 2  

39 60 

39.96 

32.69 

105 35 

51.77 

9.63 

I3 08 

13 80 

49.22 

63 39 

64.30 

1726 

29 97 

6.36 

33 42 

28.15 
I I .99 

5 27 

93.91 

548.42 

680 xc 
3 5  ?'I 
17 K t 1  

54.54 

5i1.20 

S5 72 

26.98 

102.76 

10l.Oi 
55 I 1  
25.83 

61.43 

55.69 

55  69 

4,197 77 

2,666 90 

44.20 

24 69 
25.26 

u24.05 

70 04 

38.64 

56.83 

5.74 

125.15 

126.30 

103.33 

332.57 

159.69 

30.43 

41 33 

43.63 

155.57 

199.96 

203.22 
54.54 

94.72 

20.09 

104.84 

88.98 

37.80 

16.65 

297.19 

6431 water 139% 137Yo 20446 9463 29909 

10000% l O O O O %  14,67285 6,89378 21,56663 
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AUDIT FINDING NO. 13 

SUBJECT: FINES & PENALTIES 

AUDIT ANALYSIS: The utility included fines and penaltics in  the amount of SG1,736 in 
Account 675, Miscellaneous Expenses, and $23,127 in Account 775, Miscellaneous Expenscs 
for the period ended December 31, 2007. The fines and penalties represent penalties for St. 
Johns River Management District, late filinz fees for Florida Public Service Commission, and 
late payment fees for electric and phone companies. 

The Uniform System of Accounts defines Account 426, Miscellaneous Nonutility Expenses as 
follows: 

“This Account shall contain all expenses other than expenses of utility operations 
and interest expense. Items which are included in this account are: Penalties or 
tines for violations of statutes pertaining to Regulations.” 

The table on the next page shows the breakdown of these fines and penalties by system. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entries are needed to correct the utility general ledger balances as of 
December 31,2007. 

NARUC 
Acct. No Account Description Debit Credit 

426 Misc. Nonutility Expense $84,95 1 
675 Misc. Expenses $61,736 
775 Misc. Expenses $23,127 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: Account 675, 
Miscellaneous Expense balance should be reduced by $61,736 and Account 775, Miscellaneous 
Expense balance should be reduced by $23,2 15. 
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COMPANY COMPANY NO. Account 675 Account I75 
Chuluota 6456 45,481 
FL. Central Commcrcc Park 
Imperial Mobile Terrace 
Lake Suzy 
Morning Vicw 
Sunny Hills 
Venitian Village 
Village Water 
Jasmine Lakes 
Kings Covc 
Summit Chasc 
Carlton Village 
East Lake Harris Estatcs 
Fern Tcrrace 
Friendly Centcr 
Grand Terrace 
Hobby Hills 
Holiday Haven 
Holiday Haven 
Morning View 
Palms MHP 
Picciola Island 
Piney Woods 
Quail Ridge 
Silver Lake Estates 
Sky Crest 
Valencia Terrace 
Valencia Terrace 
Venetian Village 
Tangcrin 
Palm Tcrracc 
Palm Terrace 
Zephry Shores 
Zephry Shores 
Gibsonia Estates 
Lake Gibson Estates 
Lake Gibson Estates 
Orange Hill 
Hermits Cove 
Interlachen Park 
Palm Port 
Pomona Park 
River Grove 
Silver Lakc Oaks 
St. Johns Highlands 
Saratoga Harbor 
Harmony Homcs 
Tomoka 
Lakc Osbome Estates 
The Woods 
Jasmine Lakes 
Ocala Oaks 
Kings Cove 
Summit Chase 
48 Estates 
South Seas 
TOTAL 

3130 
6413 
6392 
6414 
647 I 
6426 
6390 
6191 
6395 
6396 
6405 
6406 
6407 
6408 
6409 
6410 
641 1 
6412 
6415 
6416 
6417 
6418 
6419 
6420 
6421 
6423 
6424 
6425 
6428 
6429 
6430 
643 1 
6432 
6433 
6434 
6435 
6436 
6440 
644 1 
6444 
6446 
6447 
6448 
6450 
645 1 
6462 
6469 
6558 
6564 
6574 
6577 
6595 
6596 
6597 
683 I 

35 

25 I 
3,427 

42') 
72 

I5,Ol4 
525 
I77  
52 

I76 
71 
68 
20 
45 
42 
50 
74 

41 
14 
95 

130 
62 

991 
83 

191 

79 
213 
473 

3,629 

65 
227 

293 

539 

22 I 

945 
89 
65 

1,058 
54 

616 
588 

21 
32 
65 
47 

1,226 
4x4 
572 
740 
845 
117 
60 
70 

1,057 
$ 61,736 $ 23,127 



AUDIT FINDING NO. 14 

SUBJECT: LETTER OF CREDIT EXPENSES 

AUDIT ANALYSIS: Aqua America, Inc. allocated to Aqua utilities Florida, Inc. $1,345 for 
Standby Letters of Credit expeuscs in Miscellancous Expenses, Account 675. The Standby Letters of 
Credit expenses were used to obtain various loans for the utility. 

According to the National Association of Regulatory Utility Commissioners (NARUC), Uniform 
System of Accounts (USoA), Account 181, Unamorti7,ed Debt Discount and Expense should include 
the total expense for all classes of long-term debt. Further, FPSC Order No. PSC-94-1452-FOF-WU, 
page 5, issued November 18, 1994, generally states that debt-issuing costs should be included iii 

Account 181. Therefore, $1,345 should be recorded in Account 181, Unamortized Debt Discount and 
Expense. 

The unamortized balance in Account 181 should be included in the utility’s Capital Structure and 
amortized over the period of the loan. The Standby Letters of Credit expenses were for various loans. 
We did not have sufficient information to determine the amortization period. 

EFFECT ON THE GENERAL LEDGER IF FINDING IS ACCEPTED: The following general 
ledger entry is needed to correct the utility general ledger balances as of December 3 1,2007: 

NARUC 
Acct. No Account Description Debit Credit 

675 Miscellaneous Expenses $1,345 
181 Unamortized Debt Discount and Expense $1,345 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: 

Accounts 634 and 734 - Contractual Services - Management Fees $1,345 
Account 181 - Unamortized Debt Discount and Expense $1,345 

The summary, Schedule I ,  and the allocations of these adjustments to the individual utility 
systems, Schedule 2, are shown on the schedules following this finding. 
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SCHEDIJLE I - LETTER OF ~ l < l : I ~ l T  ADJIISTMENT SUMMARY 

Last Name/Vrndor 
Standby I.cttcr uiCredit AA 

Standhy l.ctter of i'redit A h  

Standby LettcrolCredit \ A  

Standby Lclter nf i ' r~.dit  AA 

Standby Letter ulCrcdil A)\ 

Sianilhy Leltei ili('icdi1 AA 

Standhy l u l lu ro f  Credil AA 
Standby ILetter ofCiedit AA 

STANDRY LETTER OF CREDl 
STANDBY LETlEK OF CREDl 
STANDBY L t r T E R  OF CKEDI 

STANDBY LEITER OFCREDI 
Standby Letter of Credit AA 

STANDBY LETTER OF CREDI 

STANDBY LETTER OF CREDl 
STANDBY LETYER OF CREDl 
STANDBY LETTER OF CREDI 

STANDBY LETTER OF CREDl 
STANDBY [.KITER OF CREDl 

STANDBY LETTER OF CREDI 
STANDBY LETTER OF C E D I  
STANDBY LEITER OF CREIjI 

SFANDBY L t l l E K  OF CKEIX 

Standby Ixttrr ofCredit AA 

nate Ilescl,pti"n 

21312007 Loan Costs 

21312007 I.na" COSIS 

31712007 1.<1a11 ( O S I S  

312212007 1,oilii Costs 

3i2212007 h a s  Costs 

3i2212007 L . ~ ) ~ ~ ~  Costs 

512912007 1.0311 C'"S1S 

512912007 Loan i~'OS1L 

71712007 L"u" Custs 

71712007 1.oan Custs 
71712007 Loan Costs 

71712007 b a n  Costs 

81112007 L~~~~ Costs 

911 112007 Loan Costs 
911 112007 Loan Costs 

911112007 lnan Costs 
911 112007 Loan Costs 
911 112007 Loan Costs 

911 112007 Loan Costs 
911 112007 Laan Costs 
911 112007 lam Costs 

911 112007 Loan Costs 
101112007 Loan costs 

1112712007 L.oan Casts ~ 

ACCI 

.A1,,",1111 Unll Account 

I,Y)3.?5 112 675858 

1.77071 312 67ixsx 
6,850.21 312 675858 

2,683.33 312 675X58 

2.97.1.23 3 1 2  071x5~ 

5,168 16 312 675858 

I0000 312 67585X 

lOO.00 312 675X5X 

40087 312 675x58 

400.87 3 1 2  (,75xsx 

(100.00) 312 675858 

(ioo.oo) 312 675858 
(ioo.oo) 312 675858 
(100.00) 312 675858 
100.00 312 675858 
10000 312 675858 

10000 312 675458 
100.00 312 675858 
100.00 312 675858 
100.00 312 675858 

(4Ol1.87) 312 675858 

2,94342 312 675858 

h.Y4345 312 675858 

Jan - l u n  Jul - Uec 
Florida Ainiiunl Amounl 

61 58 
75 I18 

291 82 
1 1 4 3 1  

12670 

220 16 

4 26 

I7 08 VI6 77 

'I 26 

I 7 on 
(1620) 

(4.04) 

118.91 

(4 04) 

(4 04) 

(4.04) 

4.04 

4 04 

4 04 

4 04 

4.04 

4 04 
280 52 

37000 312 675858 1495 
32,098 16 1,344 59 

427.611 
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System Name Acct Unit Wastcwvatrr Jan -June  July - Dec Amount 

48 Est ~ w a c r  

,\nrdondo Estates - Wat 

hlredond" i;PT"lS - s e w  

Ancdnndo Farms - Watc 
Ueechcr's Point -Sewer 

Ikcchsr's Point - Walei 

('XllUII Vlllhge - water 

Castle Lakc - Water 
C'huluula - Scwer 

Chuluota ~ Water 
East Lake Harris Estates 
Falways - Sewer 

Fa,rways - water 
Fem Tenace - Water 

FI Central Commerce Pa 
Friendly Center - Water 
Gbsonia Estates - Water 
Grand Tciiacc - Water 
Haines Creek ~ Water 
Harmony Homer - Watei 

Hermits Cove - Water 
Hobby Hil ls - Water 

Holiday Haven -Sewer 

lloliday Ilaien -Water 
l i n p e ~ a l  Mobile Tenace 
Interlachen LakdPark M 
Jasmine Lakes - Sewcr 
Jasmine Lakes -Water 
Jungle Den - Sewer 
Jungle Uen -Water 
Kenwood North - Water 
Kmgs Cove -Sewer 
Kings Cove - Water 
Kingswood - Water 
Lake Gibson Estates - Sr 

Lakc Gibson Estates - W 
l a k e  Josephine - Water 
Lake Oshoine Est ~ Watr 
Lake Suzy - Sewer 

Lake Sury - Watcr 
Leisure Lakes - Sewer 
Leisure Lakes - Water 
Momingview - Sewer 

Momingview - Water 
Oakwood - Water 
Ocala Oaks - Water 
Orange HWSugar Creek 

Palm Port   sewer 
Palm Pon - water 

6597 Water 

6569 W i i l C l  

1>38<> \Vaste!\*tcv 

6569 \\'aler 

6439 \Vurte\rntsv 
6438 \%lei 

6405 Wa,er 

6555 Water 

6457 Wasrrualer 
6456 Water 
6406 Water 

6971 Wastewater 
6970 Watci 

6407 Water 
6461 Wastewater 
6408 Water 
6433 Water 
4409 Water 

6556 Water 
6462 Water 
6440 Watcr 
6410 Water 
641 2 Wastewater 

641 I Water 
6413 Water 
6441 Water 
6391 Wastewater 

6574 Water 
6468 Wastewater 
6467 Water 
6557 Water 
6395 Wastewater 
6595 Water 
6401 Water 
6435 Wastewater 
6434 Water 
6589 Water 
6558 Water 
6392 Wastewater 
6582 Water 

6404 Wastewater 

6403 Water 
6415 Wastewater 
6414 Water 

6402 Water 
6577 water 
6436 Water 
6445 Wastewater 
6444 Water 

0 225% 0.224"/0 

n 039% 0.6300~, 

O.')b3'%1 0.940'% 

0 <J76'>5 0.962'k1 

t).OlX'% 0.047'Y0 

I1 I39'% 0 137"A, 

0.637% 0 640% 

0 289'!/0 0 287% 

I .OIO% l 5 9 7 %  

3.699% 3 741% 

0.473?/u 0.466% 

0.000% 0.635% 

0.000% 0.635°/u 

0.334% 0.329% 

0.17I"h 0.171% 

0 083% 0 082% 

0 524% 0.516% 
O.2Y45fil 0.290'X 

02970:, 0292% 

0.171% 0.169% 

0.489% 0.482% 

0.27X9;0 0.274% 

0.297yin 0.292% 

0.334'!6 0.329% 

0.661% 0.6539% 

0.765% 0.759% 

4 159% 4.092% 

4.180% 4.113% 

0.366% 0.361% 

0.308% 0.303% 

0.131% 0.129% 

0.535% 0527% 

0.562% 0.551% 

0.171% 0.169% 

0.853% 0 840% 

2 255% 2.221% 

1.525% 1.510% 

1~254"h I .23G0% 

0.719% 0.711% 

1.511% 1.489% 

0.78% 0.74% 

0.78% 0.76% 

0.10% 0.09% 
O. IO% O.IO%, 

0.62% 0.61% 

4 86% 4.79% 

0 65% 0.64% 

0 28% 0.28% 

029% 0.28% 

2 06 

5.86 

8 83 

8.Yi 

0 44 

I 2 8  

5.XJ 

2.65 

14.76 

33.92 

4 34 

3.07 

I .s7 
0 76 

4.81 

2 70 

2 72 

I 5 7  
4.49 

2.55 

2 72 

3 07 

6.06 

7 01 

38.11 

38 33 

3.36 

2.82 

I 2 0  

4 91 

5.15 

1.57 

7.82 

20.68 

13.98 

I I .so 

6.60 

13.86 

6.92 

7.11 

0.88 

0.93 
5.67 

44 54 

5.96 

2.60 

2 62 

4mount Total 

0.9C 3.02 

2 6 9  X.SS 

1 0 6  I 2 8 9  
4.11 1306 

0 2 0  0.64 

0.59 I 8 6  

2 76 x 60 

1.23 3 88 

6 8 3  21 59 

16.00 4992  

1.99 6 3 4  

2.72 2 72 

2.12 2.72 

1.41 4.47 

0.73 2.30 

0 3 5  1 . 1 1  

2.21 7.02 

1.24 3 94 

I 2 5  3 97 

0.72 2.29 

2.06 6.55 

1.17 3.72 

1.25 3 9 1  

I 4 1  4.41 

2.79 I( 85 

3.24 10.26 

1750 55 63 

17 59 55.92 

I 5 4  4.90 

1.30 4.12 

0.55 1.75 

2.25 7.16 

2.35 7 5 1  

0.72 2.29 

3.59 I 1  42 

9.50 30.17 

6.46 20.44 

5.28 1 6 7 9  

3.04 9.64 

6.37 10.22 

3.18 10.09 

3.27 10.38 

0.41 1.29 

0.43 I 36 
2 60 8.27 

20.48 65.02 

2.74 8.70 

1.21 3.81 

1.22 3.84 
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System Name 

I'alm .Terrace - scwer 

I'alm Trnace - Water 

Su!ims MHI' - Wiltc~ 

Park Manor - Sewer 

('ark Maoor ~ water 
I 'C3CC k i c r  - se\>er 

OC.~CC ni\cr - water 
I'ICClOlLl Island - Water 
pine Valley - water 
Piney Woods - Water 

Pumona Paik - Water 
Quail kdgc - Water 
Ravenswood - Water 
River Grove - Water 
Rosalie Oaks -Sewer 
Rosalie Oaks -Water 
Sarasolr. sewer 

sarasota - water 
Snratoga llarhour - Watei 

Schnng Lakes - Water 
Si lvcr Lake Oaks - Sewer 

Silver Lake Oaks - Water 

Silver LakciWrstem Shores 
Skycrest - Water 

South Seas -Sewer 

St. John's Highlands - Wate 

Stone Mountain - Water 

Sugar Crcck - Water 

Summit Chase - Sewer 

Summit Chase - Water 
Sunny Hills - Sewer 

Sunny Hil ls - Water 
Tangerinc - Water 
The Meadows - Water 

n e  WWJS -sewer 
The Woods - Water 

TomokaiTwin Rivers - Wall 

Valencis Terrace - Sewer 

Valencia Terrace - Water 

Venetian Village - Sewer 
Venctian Village - Water 

Village Water - Sewer 
Village Water- Water 

Welaka/Sarataga - Water 
west Cltmi - water 
Wertem Shores - Water 
W 0 " I C I I S  - water 

zephyr Sliures - sewer 
ZephFShores - Water 

Arrt  Unit Wastewater Jan - June Jul? -Der  

6430 Wastc,vater 
6429 Water 

641 11 Walci  

6443 wastc\\atrr 
6441 Water 

1,197 Wastcivnlei 

66O0 Watcr 

64 I 7  Warur 

6560 W B t C l  

64 I 8  Water 

6446 Water 

6419 Water 

6561 Water 

6447 Water 
6386 Wastewater 
6562 Water 
6965 Wastewater 

6964 Water 

6451 Water 

6933 Water 
6449 Wastewater 

6448 Water 

6420 Water 

6421 Water 

683 I Waste~vater 
6450 Water 
6422 Water 
6436 Water 
6396 Wastewater 

6596 Water 
6472 Wastewater 
6471 Water 

6428 Water 
6559 Water 
6388 Wastewater 
6564 Water 
6469 Water 

0424 Wastewater 

6423 Water 
6426 Wastewater 

6425 Water 
0390 N'astewater 
6571 Water 

6451 Wa1er 
6563 Water 

6420 Water 

6453 Water 

6432 Wastewater 

2.74"/0 2 70"% 

1 1 7 %  3.12'4, 

!I i?'!<, 0 I b'%, 

0 OX% 0 08'!4, 

0 00% ~ l . ~ l l J Y < l  

0 25% 11 25% 
0 26'!/" 0 2"lO 

0.40% 0 40% 

0 I 3% 0. i 2% 
0.48";~ 0.47% 

0.47% 0.47% 

0 26% I1.25% 
O.I2"% 0.12% 
0.29% 0 28% 

0.26% 0.26% 

0.26% 0.26% 

1Y.55% 19.27?/0 
12.42% 12.25"AI 

n nov o.oo% 
0 21% 0.2091, 

0.12% 0.11% 
0.12%1 0 12%" 

4.30% 4.24% 

0.33% 0.32% 

0.18% 0 1 8 %  

0 26% 0.26% 

0.03% 0.03Yo 

0.00%, 0.00% 

0.58% 057% 

0 59% 0.58% 

0.48% 0.47% 
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AUDlT FINDING NO. 15 

SUBJECT: PRE1,IMINARY STUDY 

AUDIT ANA1,YSLS: 
Engineel-ing for the period ended December 31, 2007. 
preliminary Engineering Study project that was abandoned. 

The Uniform System of Accounts states: 

The utility included $2,695 in Account 731, Contractual Services ~ 

This amount represents a 2005 

“Preliminary Survey and Investigation Charges Account shall be charged with all 
expenditures for preliminary surveys, plans, investigations, etc., made for the 
purpose of determining the feasibility of projects under contemplation. If 
construction results, this account shall he credited and the appropriate utility plant 
account charged. If the work is abandoned, the charge shall be transferred to 
account 426 - Miscellaneous Nonutility Expenses.” 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entry is needed to correct the utility general ledger balances as of 
December 3 1,2007. 

The table below shows the breakdown of this transaction by system 

COMPANY COMPANY NO. 73 1 
Lake Suzy 6392 $2,695 

Total $2.695 

NARUC 
Acct. No. Account Description Debit Credit 

426 Miscellaneous Nonutility Expenses $2,695 
73 1 Contractual Services - Engineering $2,695 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: Account 73 1 Contractual 
Services - Engineering balance should be reduced by $2,695. 
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AUDIT FINDING NO. 16 

SUBJECT: OUT OF PERIOD EXPENSES 

AUDIT ANALYSIS: The utility included out of the period expenses in the MFR for the test 
year. These amounts should he removed from the test year expenses. 

EFFECT ON THE CENERAI, LEDGER IF THE FINDING IS ACCEPTED: The 
following general ledger entries are needed to correct the utility general ledger balances as of 
December 3 I. 2007. 

The table below shows the breakdown of these out of period expenses by system. 

C O M P A N Y  C O M P A N Y  NO. Acct 735 Acct 720 Acct 635 Acct 736 Acet 615 Acct 618 Acrt 718 
Rosalie Oaks 6386 120 
FL Central Commerce Park 646 I 302 
Lake Suly 6582 20,53 I 
Lake Suzy 6392 190 94 I 
Morning View 6414 73 50 
Village Water 6390 110 

Total $ 310 $ 302 $ 20,531 $ 941 6 73 $ 50 $ 110 

NARUC 
Acct. No. Account Description Debit Credit 

21s 
735 
720 
610 
736 
615 
618 
718 

Retained Eamings 
Contractual Services -- Testing 
Materials and Supplies 
Contractual Services -Testing 
Contractual Services - Other 
Purchased Power 
Chemicals 
Chemicals 

$22,311 
$ 310 
$ 302 
$20,531 
$ 941 
$ 13 
$ 50 
$ 110 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: Account 735 Contractual 
Services - Testing balance should be reduced by $310. Account 720 Materials and Supplies 
balance should be reduced by $302. Account 610 Purchased Water balance should be reduced 
by $20,531. Account 736 Contractual Services ~ Other balance should be reduced by $941. 
Account 615 Purchased Power balance should be reduced by $73. Account 618 Chemicals 
balance should be reduced by $50. Account 718 Chemicals balance should be reduced by $ I  10. 
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AUDIT FINDING NO. 17 

SUBJECT: PRELlMlNARY SURVEY EXPENSES 

AUDIT ANA1,YSlS: The utility paid $16,173.13 to Florida Department of Environmental 
Protection (FDEP) ($1,000) and Adirondack Engineering ($15,173.13) for work done in 
obtaining a Wastewater treatment plant pemiit renewal in 2005. The utility then amortized this 
amount in Account 736, Contractual Sewices - Other from June 2005 to September 2007. In 
September 2007, the utility wrote off the remaining balance of $9,529 because the permit process 
was abandoned. Prior to the write-off in September 2007, the utility expensed $2,312 ($289 per 
month from January 2007 to August 2007) to this account for a total of $11,841 ($9,529 + 
$2,312). When asked for details, the utility provided the following explanation. 

“We had incurred charges for a permit at the Village Water sewer plant. We 
accumulated/deferred these charges and then were amortizing them over a period 
of time. During one of our managers meetings last year the discussion came up 
on permit charges for the plant. I questioned why we were doing it again when 
we had incurred charges and were currently amortizing. It turns out that the prior 
permitting work that was done wasn’t completed and the permit application was 
abandoned, no permit issued. Now we were going at it again. Therefore we 
couldn’t justify amortizing sunk costs so we expensed the remaining amount in 
full September of last year.” 

Since no permit was issued, and the utility received no benefit from these expenses, audit staff 
believes that Aec.ount 736, Contractual Services-Other should be reduced by $ 1  1,841. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: Pending 
Commission approval the following entry would need to be made 

NARUC 
Acet. No. Account Description Debit Credit 
426 Miscellaneous Nonutility Expenses $11,841 
736 Contractual Services-Other $11,841 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: Account 736 Contractual 
Services - Other balance should be reduced by $1 1,841. 
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AUDIT FINDING NO. 18 

SUBJECT: LAKE SUZY WASTEWATER LAND TRANSFER 

AUDIT ANALYSIS: Commission Order No. PSC-97-0540-FOF-WS, issued May 12, 1997, in 
Docket No. 96079‘)-WS, established the cost of wastewater land to be included in rate base. The 
order addressed 25.52 acres of land. 

5.97 acres was included in rate base at a value of $62,381 
19.55 acres was valued at $294,856 but was reduced by $94,656 to reflect the 6.32 acres 
held for future use, for an adjusted balance of$200,200, 
Net land value for the 25.52 acres of $262,581. 

In June 2005, the prior owner of the utility entered into litigation proceedings with Aqua 
regarding the wastewater land. In December, 2007, as part of a settlement agreement regarding 
this litigation, the utility sold the 5.97 acres to Mr. Dallas Shepard for $100,000. The settlement 
agreement also required Aqua to pay annual rent of $10,000, and required retroactive payments 
beginning in June 2005. 

Land Value 
The utility’s general ledger reflects a wastewater land balance of $442,800, as of 

November 30, 2007. As stated above, the Commission has previously established land at a value 
of $262,581. The utility has not reflected the Commission’s adjustments to land in the general 
ledger. At December 31, 2007, the utility’s general ledger reflected a land balance of $269,366, 
and the MFRs included a thirteen-month average of $429,459. We recommend that the land 
balances be adjusted to reflect the prior Commission order as well as the sale of the land. The 
year-end balance should reflect the value of the remaining acres, as stated above, $200,200. The 
13-month average for land should also be adjusted to remove all of the land sold. Using the 
Commission approved balances, the 13-month average balance should be $200,200. This current 
rate case may re-evaluate the level of land held for future use and that may impact the final 
valuation. 

Gain/Loss on Sale of Land 
As part of the sale of the land, the utility incurred legal and other costs of $33,649. This 

results in net proceeds from the sale of $66,352 ($100,000 - $33,649.) The utility valued the 
land at $173,434 at the time of the sale and calculated a loss on the sale of $107,083 ($173,434 - 
$66,352.) However, staff believes that the net proceeds should be compared to the value included 
in rate base in the prior order and recommends that a gain occurred on the sale, in the amount of 
$3,934 ($66,352 - $62,381.) 

The NARUC USOA states that Account 414 should include, when authorized by the 
Commission, gains and losses from the sale of utility property. Therefore, pending Commission 
approval, the staff calculated gain should be booked to Account 414 - Gain (Losses) from 
Disposition of Utility Property and the loss booked by the company should be removed. As 
stated above, the company booked a loss of $107,083. The company is amortizing this loss over 
25 years at a rate of $357 per month. 
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Rental of BuildinE/Real Propertv 
The utility included $36,899 in Account 741 ~ Rental of BuildingReal Property for the period 
ended December 3 1, 2007. This amount represents: 

$1 1,066, amortization of the loss for the period June 2005 through December 2007, 
$15,833, rent for the period June 2005 through December 2006, 
%10,000, rent for the year ended December 3 I ,  2007. 

As recoinmended above, we believe that there is a gain on the sale of the land, so the 
amortization expense should be removed from the expense. If the Commission approves the 
gain and it is aniortized over the same 25 year period, only twelve months of the amortization 
should be included in the test year. This would result in removing the $11,066 and reflecting 
$157 as the amortization of the gain. 

Even though the utility owned the land during the test year, it will not own the land for 
the period that rates will be established. Therefore, we believe that it is reasonable to include the 
lease payments in test year expenses. However, only twelve months of lease payments should be 
included in a test year. Therefore, the $15,833 should be removed. 

Land Lease 
The settlement agreement in the court case established a twenty year lease for the land 

sold. Commission Rule 25-30.433( lo), Florida Administrative Code, requires a utility to own 
the land upon which the utility treatment facilities are located, or possess the right to the 
continued use of the land, such as a 99-year lease. We believe that the twenty year lease is in 
violation of this rule. 

EFFECT ON GENERAL LEDGER: 

2 15 Retained Eamings 
Land 
Gain 
Remove Loss 
Remove amortization 
Remove rental 

EFFECT ON FILING: 

2 15 Retained Earnings 
Land 
Gain 
Remove Loss 
Remove amortization 
Remove rental 

$196,016 
$69,166 

$96,017 
$1 1,066 
$15,833 

$3,934 

$356,109 
$229,259 

$96,017 
$1 1,066 
$15,833 

$3,934 
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AUDIT FINDING NO. 19 

SUBJECT: DEPRECIATION EXPENSE 

AUDIT ANALYSIS: Aqua America. Inc. allocated to Aqua Utilities Florida, Inc., $1 7.352 for 
depreciation expenses in Account 403 ~ Depreciation Expciises. 

The following are the Audit Staffs questions and the utility’s responses for the above allocated 
depreciation expenses as shown on Response to the Affiliated Document Request 35, paraphrased: 

I .  Question: Are these plant items already included in the allocation from Aqua America, 
Inc., to Aqua Utilities Floridal Inc., along with depreciation? 
Response: No, these are other Service Company assets. 

2. Question: Provide total Aqua America, Inc., plant in service and the allocated portion to 
the states including Florida. 
Response: Aqua America, Inc. plant in service associated with these depreciation 
expenses is not being allocated, just the depreciation expenses are being allocated. 

3. Question: Why is this depreciation expense accrual included with Operation and 
Maintenance Expenses instead of depreciation expenses? 
Response: Since this plant is recorded on the Service Company books, not the Florida or 
Aqua Utilities Florida, Inc. books, it is treated as a management fee instead of 
depreciation. 

4. Question: Is there a corresponding entry included in accumulated depreciation that is 
also being allocated to Aqua Utilities Florida, Inc? If so, please provide. 
Response: There is no corresponding accumulated depreciation being allocated, only the 
depreciation expenses. 

The Audit Staff has audited the plant in service, accumulated depreciation, and depreciation 
expense that were allocated from Aqua America, Inc. to Aqua Utilities Florida, Inc for this rate 
proceeding. 

The other Service Company assets were not allocated to Aqua Utilities Florida, Inc. for this rate 
proceeding. 

The summary, Schedule 1, and the allocations of this adjustment to the individual utility systems, 
Schedule 2, are shown on the schedules following this finding. 

EFFECT ON THE GENERAL LEDGER IF THE FINDING IS ACCEPTED: There is no effect 
on general ledger. 

EFFECT ON THE FILING IF THE FINDING IS ACCEPTED: This information is provided for 
the analyst’s use. 
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