
State of Florida 
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TO: 

FROM: 

RE: 

Patricia L. Brady, Regulatory Analyst IV, Division of Economic Regulation 

Denise N.  Vandiver, Chief of Auditing, Division of Regulatory Compliance 

Docket No: 0801 83-WU; 
Audit Purpose: Transfer of  Certificate; 
Audit Control No: 08-107-2-1; 

Company: Tamiami Village Water Company, Inc.; 
Company Code: W J 7 4 0 ;  

Attached is the final audit report for the utility stated above. I am sending the utility a copy of 
this memo and the audit report. If the utility desires to file a response to the audit report, it 
should send a response to the Office of the Commission Clerk. There are no confidential work 
papers associated with this audit. 
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DIVISION OF RE<;ULATORY COMPLIANCE 
AU DITOK'S REPORT 

J U L Y  2 3 ,  2008 

TO: F1,OIIII)A PUBLIC'  SERVICE COMRIISSION ANI) OTHER INTEIIESI'EI~ PAR rIES 

We Iiavc pcrlbriiied tlic proced~~tcs  described later in this rcport to incct tlic agreed upon 
objectives set forth by the Division 01 Economic Regulation i n  its audit service request. We have 
applied these procedures to tlic attached sclicdules prcpxcc'i by the audit staff in support of 
'1-amiaini Village Water Conipany's application for certificate or  transfer in Docket No. 080183- 
wu . 
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 internal Commission use. 



OBJECTIVES AND PROCEDURES 

AUDIT I'LANNING: 

NARUC USOA 

Objective: 'To determine that the utility maintains its accounts and records i n  conlbrmity with 
the IO06 National i\ssociatiim 01' I k ~ t i l a l o r )  Ct i l i t y  C'o~mni~~ ione r s  ( N A R I  K') .  Unihrm Syslcrn 
01 .Accollnts (USOA). 

Procedures: We revie\\'ed the utility's chart 01' accoiints. T h e  utility does not maintain its 
accounts and records in conformity with the 1996 NARUC USOA. Audit Finding No. I 
addresses this issue 

RATE BASE: 

Utility Plant In Service (UPIS) 

Objective: To dctermine that property exists and is owned by the utility. To determine that 
additions are authentic, recorded at original cost, and properly classified as a capital item in 
compliance with Commission Rulcs and Uniform System of Accounts. To verify that the 
proper rctirements \\'ere made when a replacement item was put i n  service. 

Procedures: We tested all plant additions and retirements lor the period January 1, 1995 
through December 31,  2007 for compliance with the objectives stated above. We prepared a 
schedule of UPIS, by account, from the lasl order with year to year additions and retirements. 
Audit Finding No. 2 addresses this issue. 

Objective: 'Io determine that the land is owned by the utility and included in rate base at 
original cost. 

Procedures: We verified that the utility does not own any land as the water system is strictly a 
distribution system. Audit Finding No. 2 addresses this issue. 
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Contributions In Aid of Construction (CIAC) 

Objective: 'I'o test CIAC additions and ad,justnients since Janunr). I .  1995. '1.0 veri(). that CLiC 
additions are rcl lect iw o1the utilit!fs ~ o ~ l i ~ ~ ~ i s s i u ~ i - a ~ ~ ~ ~ ~ o \  eil scr\,ice u\.ailahilil> inri l l ' .  

Procedures: We verified all CIAC' iidilitions lor the period IanLiar!. I . I 9 0 5  thi-ough 1)ecenibcr 
3 I , 2007 Cor coinpliance \ v i t h  the ot+xti\,es stated ;ibo\.e. 

Accuniulated Depreciation 

Objective: To verify that accumulated depreciation and depreciation expense are calculated 
using the Commission authorized rates and that the calculations are col-rect. 

Procedures: We prepared a schedule of accumulated depreciation balances by plant account 
troni the last order with year-to-year additions and retirements using FPSC approved rates and 
compared them to company figures. Audit Finding No. 3 addresses this issue. 

Accumulated Amortization of CIAC 

Objective: To determine that accruals to accumulated amortization of CIAC are properly 
recorded in compliance with Coinmissiori rules. To verify that CIAC amortization expense 
accruals are properly recorded and calculated by applying annual depreciation composite rates. 

Procedures: We recalculated accumulated amortization 0 1  CIAC account balances for the 
period January I ,  1995 through December 3 I ,  2007. The utility did not record amortization o r  
CIAC using annual depreciation composite rates. Audit Finding No. 4 addresses this issue. 
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Audit Finding No. 1 

Suh,iect: Utility Books and Records 

~ u d i t  .hal \ -s is:  The utility does not use XARU(' I JSOA nccouiit numbei-s. Thc atidit staff was 
;1131c to convert the company account i1uiiibei-s to N.4RLJC' account iiumhers. 

Effect on General Ledger: There is 110 cffcct on the ~ e n e i - a l  leciyer. 

Effect on Filing: There is no effect or1 the rate hasc f i l i i i ~ .  

4 



Audit Finding No. 2 

Subject: Utility Plant in Service (UI'IS) 

.4udit Analysis: 'I ' l ic utility's UI'IS is o\.crslatetl by $7,755 ;is o l  I)eceniber -7 I .  2007. ' I  he titilit! 

reported LJt i l i t )  Plant i i i  Sewice (UPIS)  oI'%280.923. ;\udit re\,ie\v oLthe utility plan1 
1xil;inccs found t l ic li,llowing: 
' l ' l ie utility did 1101 i~ccord retirements appropi-iately \\-hen it added plant to replacc 
existing plant. The auditor used seventy five percent of  cost of the new eqiiipment t o  

rctirc the old equipment. Our total adjustments loi- retirctnents is 66,344. 
There is no supporting documents for some of the journal entries. totaling $I ,4 1 I 
There is no land recorded on the books, since this is a distribution utility. 

I )  

2) 
3) 

Our adjustments are below 

Effect on General Ledger: The follo\ving journal entry should be made to correct the utilit),'s 
general ledger balances. 

Acct No. 
3 04 
309 
33 1 
333 
334 
340 
34 1 
215 

Description 
Structures & lmproveincnts 
Supply Mains 
Transmiss. & Dist. Main 
Services 
Meter & Meter lnstallations 
Office Furniture & Equipment 
Transportation Equipment 
Retained Earnings 

927 

4,55 I 
4,816 
9,650 

554 

9.381 

3,362 
7,755 

Effect on Filing: The utility's plant in service should be reduced by $7,755. 



Audit Finding No. 3 

Subject: Adjustment tu Accumu1;ited L)epreci;ition 

Audit Analysis: The  ti ti lit^^'^ acclilnulatcd dcpreciation bala~rcc is understaled by 'i; I .926 LIS 01. 
Lkcember 3 1. 2007. 'I'his is 3 co~libinatioi~ ot. errors i n  the applicotioti of t l lc dcpreciaiiun [ i~tcs 
;ippiied and plant rctireinctits 111;it ibcrc not hooked 

Effect on General Ledger: fhc  lollowing .journal enti-! shoiild be iiiadc to  correcl the utility's 
- ccneral ledger balances. 

Acct. No. Description 
108 Accumulated Depreciation ~ Structures Kc 

I08 
108 Accumulated Depreciation ~ Services 
108 Accumulated Depreciation - Meters 
108 
215 Retained IEarnings 

Improvement 
Accumulated Depreciation ~ Transmission & Dist. 

Accumulated Depreciation - Office Furniture 

Debi( 
573 

6,448 
2.062 

1,926 

~. Credit 

4.997 
6,012 

Effect on Filing: The utility's rate base should be decreased by $1.926. 
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Audit Finding No. 4 

Suhject: Accumulated Amortization of C : I A C  

.Aut1 it An a lysis : The titi I ity ' s acc tiniulateii ani o r  t i   it ion ( I  I' C I i\C' bal mice is o x  crstaiLd h y $ 5 . 0 5  5 
as of December i I. 2007. According lo the National Association 01 I~cgulator? Uiilit),  
Commissioners ("\KUC) Uniform Sysiem 01' Accounis  For Class C: a p u p  01- overall 
composite rate m a y  be iised for contributed halances iliiit cannot be dirccil! relaied i o  plant 
assets. According iu the uti l i i)  ovmer. the Jolin I ls t ica.  the iirility used 5.c)'!,o on C:l.\(~' additions 
froin 1995 and 3.31% on prior CIA(:. Audit stall. used the yearly composire rate I b r  
amorti i-at ion. 

Effect on General Ledger: l'he following jotirnal entry should bc made to correct the utility's 
general ledger balances. 

Acct No DescriDtion 
215 Retained Eamings 
272 Accumulated Amortiation of ClAC 

Credit 
5,955 

5;95i 

Effect on Rate Case: The utility's rate base should be decreased by $5.955. 
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Exhibit 1 Tamiami Village Water Company, Inc 

Rate Base ~ Watcr 
As of Dccembcr 3 I ,  2007 

Docket NO. 080183 - WI! 

PER PER 
BOOKS AUDIT 

WATER 12/31/2007 DIFFERENCE 12/31 12007 
UTILITY PLANT IN SERVICE 280,923 (7.755) 273,168 
ACCUMULATED 
DEPRECIATION (193,933) (1,926) (195,859) 

AMORTIZATION OF ClAC 106,267 (5,955) 100,311 
NET RATE BASE 82.478 (1 5,637) 66,841 

ClAC (110,779) 0 (110,779) 
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