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Purpose 

To: Florida Public Service Commission 

We have performed the procedures described later in this report to meet the agreed-upon 
objectives set forth by the Division of Economic Regulation in its andit service request dated 
August 18,201 1. We have applied these procedures to the attached schedules prepared by staff 
for Mid-County Services, Inc. as part of the undocketed investigation into possible overeamings. 

This audit was performed following General Standards and Fieldwork Standards found in 
the AICPA Statements on Standards for Attestation Engagements. Our report is based on 
agreed-upon procedures. The report is intended only for internal Commission use. 
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Objectives and Procedures 

General 

Definitions 

The term “Company” refers to Utilities, Inc., the parent or holding company of Mid-County 
Services, Inc. or Utility. Staff has initiated an investigation for possible overearnings of the 
Utility with a test year ended December 31, 2010. The Utility’s last rate case order PSC-09- 
0373-PAA-SU was issued May 27,2009 in Docket No. 080250-SU. 

Utility Books and Records 

Objectives: To determine that the Utility maintains its accounts and records in conformity with 
the National Association of Regulatory Utility Commissioners’ (NARUC) Uniform System of 
Accounts (USOA). 

Procedures: We reviewed the Utility’s accounting systems. The Utility does not use NARUC 
account numbers in its ledgers but maintains a conversion table and converts its filings into 
NARUC accounts. 

Rate Base 

Objectives: Our objective was to determine that the adjustments from the last rate case order 
were made to rate base. 

Procedures: We calculated the adjustments to rate base using the schedules provided to staff in 
the Utilities Inc. of Eagle Ridge rate case Docket 110153-SU. We used this case because it was 
the most recent of affiliate transactions. We reviewed related party allocations for plant and 
accumulated depreciation accounts from Utilities, Inc. fiom its headquarters in Northbrook, 
Illinois, and its regional office in Altamonte Springs, Florida office in the separate affiliate audit 
(ACN 11-192-4-2) performed under Docket 110153-SU. We revised the allocation percents in 
the Company schedules provided in support of Docket 110153-SU and updated them to the 
actual December 2010 allocation factors for Mid-County Services. 

Utilitv Plant in Service 

Objectives: Our objectives were to: 1) Determine that property exists and is owned by the 
Utility and that plant additions are authentic, recorded at cost, and properly classified in 
compliance with Commission rules and the NARUC USOA, 2) Verify that the proper 
retirements of plant were made when a replacement item was put in service, and 3) Verify that 
the adjustments to plant in the Utility’s last rate proceeding were recorded in its general ledger. 

Procedures: We obtained the wastewater plant balances as of December 31, 2007 that were 
established in Docket 080250-SU. We reviewed and sampled additions to wastewater plant for 
the period December 1, 2008 through December 31, 2010, to verify the wastewater plant 
balances for this proceeding. We ensured that retirements were made when a capital item was 
removed or replaced. 
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Land & Land Rights 

Objectives: Our objectives were to: 1) Determine that Utility land is recorded at original cost 
and is owned or secured under a long-term lease, and 2) Verify that the adjustments to land in the 
Utility’s last rate proceeding were recorded in its general ledger. 

Procedures: We obtained the wastewater land balances as of December 31, 2007 that were 
established in Docket 080250-SU and compared them to the ledger balances at December 3 I ,  
2010. We also performed a land search on the county website. No land was added since the last 
rate case. 

Contributions-in-Aid-of-Construction (CIAC) 

Objectives: Our objectives were to: 1) Determine that additions to CIAC are properly recorded 
in compliance with Commission rules and the NARUC USOA, 2) Verify that donated property is 
properly accounted for and recorded as CIAC, and 3) Verify that the adjustments to CIAC in the 
Utility’s last rate proceeding were recorded in the general ledger. 

Procedures: We obtained the wastewater CIAC balances as of December 31, 2007 that were 
established in Docket 080250-SU. We reviewed and sampled additions to wastewater CIAC for 
the period January 1,2008 through December 3 1, 201 0, to verify the Utility’s CIAC balances for 
the rate case proceeding. We reviewed the Income Tax returns for unrecorded cash and property 
contributions. 

Accumulated Depreciation 

Objectives: Our objectives were to: 1) Verify that the adjustments to accumulated depreciation 
in the Utility’s last rate proceeding were recorded in the general ledger, 2) Determine that 
accruals to accumulated depreciation are properly recorded in compliance with Commission 
rules and the NARUC USOA, 3) Verify that depreciation expense accruals are calculated using 
the Commission’s authorized rates, and 4) Verify that retirements are properly recorded. 

Procedures: We obtained the wastewater accumulated depreciation balances as of December 3 1, 
2007 that were established in Docket 080250-SU. We recalculated depreciation using the 
balances from the last case and the rates authorized in rule 25-30.140, F.A.C. We ensured that 
retirements to accumulated depreciation were made when a capital item was removed or 
replaced. 

Accumulated Amortization of CIAC 

Objectives: Our objectives were to: 1) Determine accruals to accumulated amortization of CIAC 
are properly recorded in compliance with Commission rules, and 2) Verify that the adjustments 
to accumulated amortization of CIAC in the Utility’s last rate proceeding were recorded in the 
general ledger. 

Procedures: We obtained the wastewater accumulated amortization of CIAC balances as of 
December 31, 2007 that were established in Docket 080250-SU. We recalculated amortization 
using the balances from the last case and the rates authorized in rule 25-30.140, F.A.C. 
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Working Capital 

Objectives: Our objective was to calculate working capital in compliance with Commission 
rules. 

Procedures: We determined the components of working capital from general ledger at 
December 3 1,2010 and verified the components to the prior case in Docket 080250-SU. 

Net Operating Income 

Operating Revenue 

Objectives: Our objective was to determine that utility revenues are properly recorded in 
compliance with Commission rules and are based on the Utility’s Commission approved tariff 
rates. 

Procedures: We verified the Utility’s revenues for the 12-month period ending December 31, 
2010, by tracing them to the Utility’s general ledger and billing register system. We verified that 
the Utility is using its Commission authorized tariff rates by recalculating a sample of residential 
and general service customers’ bills in the test year period. We prepared a billing analysis of the 
consumption from the billing reports. 

Operation and Maintenance Expense 

Objectives: Our objective was to determine that operation and maintenance expenses are 
properly recorded in compliance with NARUC USOA and Commission rules and are 
representative of ongoing utility operations. 

Procedures: We verified wastewater operating and maintenance expenses for the 12-month 
period ending December 31, 2010, by tracing a sample of invoices to the original source 
documentation. We reviewed invoices for proper amount, period, classification, NARUC 
account, and recurring nature. 

We reviewed related party allocations from Utilities, Inc. for payroll and services provided from 
its headquarters in Northbrook, Illinois, and its regional office in Altamonte Springs, Florida 
office in the separate affiliate audit (ACN 11-192-4-2) performed under Docket 110153-SU. We 
revised the allocation percents in the Company schedules provided in support of Docket 110153- 
SU to the average of the 12’months allocation factors in 2010 for Mid-County to determine the 
reasonableness of the actual ledger charges. 

Taxes Other than Income 

Objectives: Our objective was to determine that taxes other than income expenses are properly 
recorded in compliance with Commission rules and are reasonable and prudent for ongoing 
utility operations. 

Procedures: We verified wastewater taxes other than income tax expense expenses for the 12- 
month period ending December 31, 2010, by tracing invoiced taxes to original source 
documentation. We reviewed the 2010 regulatory assessment fee returns and no exceptions were 
noted. 
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Capital Structure 

Objectives: Our objective was to determine the components of the Utility’s capital structure and 
the respective cost rates used to arrive at the overall weighted cost of capital. 

Procedures: We reviewed the cost of capital components allocated from Utilities, Inc. 
headquarters in Northbrook, Illinois in the separate affiliate audit (ACN 11-192-4-2) performed 
under Docket 110153-SU. We recalculated the components and cost rates using year end 
balances. We prepared a schedule to reconcile rate base to the capital structure. Customer 
deposits and deferred taxes were reconciled to the general ledger. We prepared a weighted cost 
capital structure schedule (Exhibit 3). 
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Audit Findings 

Finding 1: Retirement of Telephone Equipment 

these additions. A 

During our audit of affiliated transactions in Docket 110153-SU, the Company explained the 
calculations for the retirement entries could not be located. Therefore, we could not determine if 
the appropriate amount was retired. 

Effect on the General Ledger: This is provided for informational purposes. 

Effect on the Staff Prepared Schedules: This is provided for informational purposes. 
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Finding 2: Ordered Adjustments for Project Phoenix Not Booked 

Audit Analysis: Project Phoenix is the Company’s financial, customer care, and billing system, 
which became operational in December 2008. In Order PSC-l0-0407-PAA-SU, the Commission 
established that the total cost for Project Phoenix at December 31, 2008 was $21,617,487 and 
required the Company to deduct $1,724,166 from the total cost of Project Phoenix, reducing it to 
$19,893,321, before allocating costs to the remaining UI subsidiaries. In the Utilities Inc. of 
Eagle Ridge rate case, Docket 110153-SU, the Company provided a restatement schedule for all 
computer balances on its books to take into account the ordered adjustments of the past. The 
schedule showed that the Company did not make the adjustment ordered for Project Phoenix. 
The Company’s restatement schedule shows the Project Phoenix balance at December 31, 2008 
to be $21,545,555. The difference between the Company’s balance and the ordered amount is 
$1,652,234. 

NARUC 
Co. No. Co. Acct. Acct. 

102 1590 340.5 
102 2330 108.1 
102 4998 215 

The amount of allocated cost received by Mid-County Services, Inc. is based on its ERC ratio to 
the total ERCs at the corporate level. The allocation from the Illinois office (corporate level) is 
1.24% for December 2010. 

Account Description Debit Credit 

Computer System Cost $ 1,652,234 
Computer System Acc. Dep. $ 330,447 
Retained Eamings $ 1,321,787 
Total S 1,652,234 S 1,652,234 

Effect on the Staff Prepared Schedules: The year end adjustment for Headquarters plant and 
accumulated depreciation should be reduced by $1,652,234 and $330,447, respectively. 
Depreciation Expense should be reduced by $1 65,223. Mid-County Services, Inc. year-end 
decrease to wastewater plant and accumulated depreciation should be $20,488 and $4,098, 
respectively. Mid-County Services, Inc. decrease to depreciation expense should be $2,049. 
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Description 

Project Phoenix Toei Cost Per Order 
Ordered Adjustmenb Per Order 

Project Phoenix Toel Cost Per Company I $ (21,545,555) 
Adjustment Io Correct Beginning Balance I S (1,652,234) 

Amount 

$ 21,617,487 
$ (1,724,166) 

CalculationofDIpreriation 

Beg. Bal. Adjustment to Depreciation Adjustment to Acc. Dep. 
Co. Awl. No. Date Debit Explanation Adjustment Life (Year) Dep. Erp/RE Exp. Acct. Months Acc. Dep. Acct. 

I I 

Mid-County 

lltility Allocation 

I I I I I 
Rate Dep. Exp. 
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Finding 3: Depreciation Life of Project Phoenix 

Audit Analysis: In Order PSC-lO-0407-PAA-SU, the Company was directed to change the 
depreciation life for Project Phoenix from eight years to 10 years. During our audit of affiliate 
transactions in Docket 110153-SU, we determined that the Company is still using 8 years. 

The Company has also overstated the depreciation expense for this account by $3,527. This was 
included in the depreciation expense account in June, but it was not included in the accumulated 
depreciation account. The difference in the total depreciation expense amount for this account 
when compared to the total depreciation expense amount from the workpapers in the prior audit 
as of June 30,2010 is $3,527. The amount of allocated cost received by Mid-County Services, 
Inc. is based on its ERC ratio to the total ERCs at the corporate level. The allocation from the 
Illinois office is 1.24% for December 2010. 

The schedule following this finding shows the calculation for accumulated depreciation and 
depreciation expense adjustments to correct the accrual balances for Headquarters and Mid- 
County Services, Inc. 

Effect on the General Ledger: The following adjustment is recommended to correct the Illinois 
general ledger balance. Since the test year is already closed in the ledger, the depreciation 
expense should be recorded to retained earnings. 

I I 1 N A R U C  I I I 
Co. No. Co. Acct. Acct. Account Description Debit Credit 

102 2330 108.1 Computer System Acc. Dep. 5 1,372,368 
102 4998 215 RetainedEamings (6 1,372,368 

Total 5 1,372,368 5 1,372,368 

Effect on the Staff Prepared Schedules: The year-end Illinois accumulated depreciation should 
be reduced by $1,372,368 and the depreciation expense should be reduced by $555,330. The 
effect on Mid-County Services, Inc. is a decrease to accumulated depreciation of $17,017 and a 
decrease to depreciation expense of $6,886. 
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A c r  Dep. 12109 16 3,268,154 

Mid-County Rate 
Year End 

Am. Dep. Dep. Erp. 
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Finding 4: Removal of Operating Expenses 

1.6010 
0.7535 

9,000.00 
6,928.46 
... .. 

Audit Analysis: In our audit of affiliate transactions, Docket 1101 53-SU, we determined that the 
Illinois Headquarters and Altamonte Springs Headquarters expensed certain charges incorrectly 
to expense accounts that are allocated to Mid-County Services, Inc. 

Item 1 - The Company accrued monthly entries for their fees paid to Price Waterhouse Coopers. 
The accruals included an amount of $29,000 for Utilities, Inc. of Georgia. This is a direct 
expense and should not be included in the Florida allocations. 

Item 2 - The Company included payments totaling $16,928.46 to the Nevada Department of 
Taxation. This is a direct expense and should not be included in the Florida allocations. 

Items 3 and 4 - The Company included $1,000 in account 5810 and $1,000 in account 5890; 
however, they were ultimately removed during 201 1. The Company explained these items 
should not have been recorded in this account. 

The amount of allocated costs to Mid-County Services, Inc., is based on its ERC ratio to total 
ERCs at the corporate level. The average allocation from the Illinois office to Mid-County over 
the year 2010 was 1.21%. The 2010 average allocation from the Altamonte Springs office was 
4.92%. 

Effect on the General Ledger: No entry is made to the general ledger since this will not affect 
future rate cases. 

Effect on the Staff Prepared Schedules: The Company operating expenses should be reduced 
by $47,928.46. Mid-County Services, Inc.’s operating expenses should be reduced by $449.30 
and taxes other than income tax reduced by $204.83. 
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Finding 5: Prepaid - Other Expenses 

Audit Analysis: In our audit of affiliate transactions in Docket 110153-SU, we analyzed the 
Prepaid-Other expense adjustment schedule provided by the Company. Our test of the 
Company’s support revealed the following discrepancies. 

Accoun 
1% 
215 

Item 1 - The Company included $1 1,203 in items that were directly related to subsidiaries. This 
was reported in the last affiliate audit, Audit Control Number 11-004-4-2, of Lake Utility 
Services, Inc. 

Item 2 - The Company included $30,918.60 in July 2010 for an item related to a Carolina 
subsidiary. 

Item 3 - The Company included $30,796.49 in December 2010 for an item paid to Microsoft 
Licensing, LP. The Company amortized this item over 12 months; however, the invoice 
indicates the period should be 2 years or 24 months. 

The amount of allocated costs to Mid-County Services, Inc. is based on its ratio of average 2010 
ERCs to total ERCs at the corporate level. The average allocation from the Illinois office is 
1.21%. 

Effect on the General Ledger: The following entry is recommended to correct the Company’s 
ledger. 

1 NARUd I I I I 
Aemunt Descripto Debit Crdit 

F’repid ExpBe -0tkr $42,121.60 
RetaiadEaningF $42,121 60 

Effect on the Staff Prepared Schedules: The Company amortization expenses should be 
reduced by $25,145. The Mid-County Services, Inc. amortization expenses should be reduced 
by $304. 
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Finding 6: Ordered Adjustments and Rule Depreciation Rates 

Audit Analysis: The Utility’s last rate case order, PSC-09-0373-PAA-SU, contained 
adjustments to rate base accounts that the Utility was required to record in its general ledger. In 
addition, rule 25-30.140, F.A.C, requires certain depreciation rates be used. In preparing a rate 
case, the Utility usually prepares a restatement of plant, accumulated depreciation, contributions 
in aid of construction, and amortization of contributions in aid of construction which adjust for 
these items and adjusts the filing. Since this is an overearnings investigation, no filings were 
made. Therefore, we prepared a restatement similar to the one the Utility used in Docket 
110153-SU. This restatement took the balances in the last filing, adjusted for the ordered 
adjustment and depreciated and amortized the balances using the rule rates. These revised 
amounts were compared to the Utility’s ledger excluding allocations from headquarters. The 
differences are shown in the following section. The schedules following the report have been 
adjusted for these differences. 

Effect on the General Ledger: The entry on the following page is needed to correct the ledger. 

Effect on the Staff Prepared Schedules: Plant at December 31, 2010 should be reduced by 
$500 and Accumulated Depreciation reduced by $39,905. Contributions in Aid of Construction 
should be increased by $1,647 and Accumulated Amortization increased by $20,017. 
Depreciation expense should be reduced by $19,297 and CIAC amortization expense should be 
increased by $276. 
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mort Treatment And Disposal Lagoons 

Acc. Dep.Structurer And lmprovementr Treaunenl 
Acc. Dep. Collection Se\\en Gravity 

I 66.0' 
$ 38.5 

Ilcction Sewers Gravity 
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Finding 7: Capitalized Items 

Audit Analysis: As a result of our sample of plant additions, we determined that there were 
several items that should have been expensed during 2008,2009, and 2010 that were capitalized. 
The Utility agrees that they were incorrectly classified. The accumulated depreciation and 
depreciation expense related to these assets also need to be removed. The schedule on the 
following page details the invoices and the depreciation adjustments. 

Effect on the General Ledger: The following entry is needed to correct the ledger: 

1380 

2140 

2105 

6145 

6710 

6050 

4998 

I Co. I NARUC I Title I Amount I 

371.3 Pumping Equipment $ (6,220.19) 

108.1 Acc. Dep. ForceMain $ 647.33 

108.1 Acc. Dep. Pumping S 411.51 

403 Dep. Exp. Force Main $ (280.11) 

403 Dep. Exp. Pumping $ (207.34) 

736 Comact Services Other 
215 Retained Eaming~ 

- 
- 

Effect on the Staff Prepared Schedules: Plant at December 31, 2010 should be decreased by 
$15,380. Accumulated Depreciation should be decreased by $1,059. Depreciation expense 
should be decreased by $487 and Operating Expense increased by $13 15. 
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UARUI! co. DESCRIPTION Date Amount Transfer to DESCRIPTION Months Depreciation Accumulated Acc. Dep. Test Year Depreciation Retained 
Awl. Expense Depreciated Rate Depreeiatlon Account Depreciation Exp. Acct. Earnings 

Work donewas 
required beeause 
of an error in FLORIDA DEPT OF 

360.2 1345 TRANSPORTATION 5/5/2008 7,344.37 (7,344.37) marking apipe. 30 3.33% 612.113 2105 (244.81) 6710 6,977.15 

371.3 
UTILEQUIP Repaired Pump 

13x0 SERVICES, INC. 6i8mox 3,015.0n (3,015.00) u3. 30 3.33% 251.25 2140 (ioo.so) 6745 2,864.25 

371.3 

troubleshmt and 
REXEL MADER inspect flygt sub 

1380 DEPT-0765 101712009 3,205.19 (3,205.19) pump 20HP 18 3.33% 160.26 2140 (106.84) 6745 3,151.77 

Totnl Adjustment to 
Retained Earnings (13,564.56) 1,023.54 (452.15) 12,993.17 

360.2 

17 

KENS BUSH HOG pump 2 in Oaks 
1345 SERVICE 2/13/20 10 1.8 15.50 ( I  ,8 I 5  . S O )  Lift Station 7 3.33% 35.30 210s (35.30) 6710 1,815.50 

T N  Expense 
Account 736 (1,815.50) 35.30 (35.30) 1,815.50 



CO. NARUC Title 
Aeet. Acet. 

1400 380.4 Treatment and Disposal Equipment Plant 
1410 381.4 Plant Sewen 
1430 1389.2 (other Plant Collection I $ (3,884.67) 
2160 1108.1 IAcc. Dep. Treatment and Disposal Equipd $ 9,189.42 

Amount 

$ (8,076.22) 
$ (17,426.46) 

2170 
2190 
6765 
6775 

ction 

108.1 ACC. Dep. Plant Sewers $ 18,995.09 
108.1 Acc. Dep. Other Plant Collection $ 4,622.90 
403 Dep. Exp. Treatment and Disposal Equipn $ (598.24) 
403 Dep. Exp. P l a t  Sewen $ (629.54) 

Effect on the Staff Prepared Schedules: Plant and Accumulated Depreciation at December 3 1, 
2010 should be reduced by $29,387 and $32,807.41, respectively. Depreciation Expense should 
be reduced by $1,523. 

18 



61 

(6L'SL) 

(IPSII) 

S9L9 (8S'lSl) 0912 8E.m %9s's 81 dumd spin00 BE'9PO'Z (8C9PO'Z) OS'RZL'Z 6OOZ/UZI '3NI 'AlddnS OOPI P'08E 
Nv3a 808 

S9L9 (ZS-OSZ) 091Z EZ9PS %9S'S 81 dwnd uwawidah! I I '9 I 1 'E (I 1'9 I 1%) 18% I 'P hOOZIPl/S vsn 8 OOPI PO~E 
3.LVM31SVM 
8 XILVM UI 



Finding 9: Expenses for Other Utilities 

Audit Analysis: The Utility expenses included items that related to other utility divisions. 

As a result of OUT sample of expenses, we determined that four invoices related to other utility 
divisions. The descriptions of the invoices follow: 

Co. NAKUC 

5470 720 PROGRESS ENERGY FLORIDA, 12/15R010 

5470 720 PROGRESS ENERGY FLORIDA, 12/15/2010 

6025 733 ROSE,SUNDSTROM & BENTLE l/2lROlO 

6025 3/3/2010 733 BEERS & GORDON, P.A. 

Utilities Inc ofLongwood Elecuk Bill 

Utilities Inc of Langwoad Electrb Bill 

90.08 (11/05/10 - 12/07/10) 

269.54 (11/05/10 - 12/07/10) 

2,345.00 LUSl property Sale - Sumter Elearic Coop 

2,264.00 Various legal services 

Effect on the General Ledger: The following entry is needed to correct the ledger: 

Co. Acet. 
2710 
5740 
6025 

NARUC Acet. Title Amount 
146 Account Receivable Associated Corrpanies $ 4,968.62 
720 Computer Supplies $ (359.62) 
733 Legal Fee $ (4,609.00) 
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~ 

Co. Acct. NARUC Acct Title Amounl 
186 Deferred P m i t  Costs - $ 8,419.12 

6020 73 I Engineering Fees $ (4,419.12) 

6340 775 Misc. Expense $ (4,000.00) 

Effect on the Staff Prepared Schedules: Expenses should be reduced by $8,419 and working 
capital increased by $8,4 19. 
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Finding 11: Penalties 

Audit Analysis: The Utility paid the Pinellas Board of County Commissioners $4,000 in 
October 2010 and the Florida Department of Environmental Protection $5,800 in December 
2010. These payments were for penalties incurred. According to the NARUC chart of accounts, 
penalties or fines for violations should be recorded in account 426-Miscellaneous Nonutility 
Expense and therefore, should be recorded below the line. 

Effect on the General Ledger: The following entry should be made to the ledger: 

Effect on the Staff Prepared Schedules: Operating expenses should be reduced by $9,800. 
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Co. Acet. VARUC Acct Title 
426 Miscellaneous Nan-Utility Expense 

6065 766 Rate Case Expense Amortization 

23 

Amount 
$ 19,94325 
S(19.943 25) 



Finding 13: Salaries 

Audit Analysis: When the Utility files a rate case, salaries are adjusted based on the annualized 
salaries at the most current allocation rate. Payroll taxes, transportation expense and vehicles are 
also adjusted in this process. These schedules are compared to expenses in the ledger and the 
difference is adjusted. We used the schedules provided in Docket 110153-SU and adjusted them 
to include the actual W-2 wages for 2010 instead of the annualized wages. Because this is an 
overearnings investigation, we are attempting to determine actual costs in 2010 instead of future 
costs. The amount of allocated costs to Mid-County Services, Inc. was based on the ratio of 
average 2010 ERCs to total ERCs at the corporate level, the regional level, or the state level 
depending on the employee. The percents for field employees were based on the allocation 
percents by field employee filed in Docket 110153-SU. The vehicles used by each employee 
were allocated using the same allocation percents as the employee. The differences found when 
compared to the general ledger are as detailed in the next section. 

Effect on the General Ledger: The following entry should be made: 

Effect on the Staff Prepared Schedules: Plant at December 31, 2010 should be reduced by 
$20,397 and accumulated depreciation decreased by $27,524. Operating expenses should be 
increased by $63,766, payroll taxes decreased by $435, and depreciation expense increased by 
$5,570. 
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Finding 14: Headquarter Allocations 

Audit Analysis: In Docket 110153-SU, the Company made adjustments to the Eagle Ridge 
filing for corrections to the rate base accounts, prior Commission adjustments, Commission 
ordered depreciation rates and the most recent ERC allocation factors. We used the Company 
schedules and changed them for the Mid-County percents. Since this is an overearnings 
investigation and based on the test year, we have changed the allocation factors to year-end for 
rate base accounts and an average of the 2010 monthly allocation factors for expense. The 
results were compared to the allocations in the Utility’s allocation ledger. The differences are 
shown in the schedule on the following page. In addition, the expense allocations included an 
allocation of Chlorine which does not relate to the Utility and it is also removed. 

Effect on the General Ledger: Since the adjustments relate to the headquarters account, the 
differences are not recorded in the ledger. 

Effect on the Staff Prepared Schedules: Plant and Accumulated Depreciation at December 31, 
2010 should be reduced by $72,430 and $45,153, respectively. Depreciation expense should be 
increased by $1,733.72. Operating expense should be reduced by $807.68. 
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Revised Allocation Schedule 
Co. Acet. 

1025 
1495 
1580 

CARUC Acct Title Amount 
302.1 Franchise $ (107.85) 
398.7 Sewer Plant Allocated $ (48,532.00) 
340.5 Mainframe Computer IF (10,972.95) 

1585 
1590 
1595 
1840 

1985 1108.1 lAcc. Dep. Tool, Shop and Misc. I $ 5.65 
2000 1108.1 lAcc. Dep. Communication Equipment1 $ 319.22 

340.5 Mini Computers $ (6,887.66) 
340.5 Computer System Cost $ (4,707.81) 
340.5 Micro System Cost $ (1,221.67) 
108.1 Acc. Dep. Franchise $ 4.50 
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Utility NARUC 
Account Account Title 

4100 
2160 
6165 
2710 

380.4 Treatment and Disposal Equipment Plant 
108.1 Acc. Dep. Treatemen and Disposal Eq. 

403 Depreciation Expense Treatment and Disposal 
146 Account Receivable Associated Companies 
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Adjustment 
$ (4,670.00) 
$ 108.00 
$ (108.00) 
$ 4,670.00 



Exhibits 

Exhibit 1: Rate Base 

Mid-County Services, Inc. 
Year End Rate Base 
Test Year Ended December 31,2010 

I I Deeember31.2010 I Staff I Exhibit I Stan Adj usted 1 
Description Per Ledger Adjustments FOW Bat& 

s s 7,096,944.16 7,260,156.76 $ (500.25) Entry 1 
s (15,380.061 c-*-.' 
s (29,387.35) Entry 3 
s (72,429.94) Entry 8 
s (20,448.00) E n Q  1 I 
s (20,397.00L 

Plant In Servioe 

I t  I A  67" " " ~  

I I I I Contributions In Aid of Construction I $ (3,043,017.68)l $ (i,647.00)1 Entry 1 I $ (3,044,664.68 
I I I I I I 

Accumulated Amortization of CiAC I $ 1,927,001.74 I $ 20,017.50 I Entry 1 I $  1,947,019.24 
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Exhibit 2: Net Operating Income 

1,733.7: 
$ (6,886.0( 
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Exhibit 3: Capital Structure 
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Exhibit 4: Adjustments 

COMPANY 
TITLE: 
PERIOD 

Mid-Counly Services, Inc. 

Adjusting Journal Entries 
Test Year Ended December 31,2010 

Utility NARUC 
Account Account Adjustment Total by Category 
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Utility NARUC 
ACC0""t  A e e 0 " n t 

403 
403 Dep. Exp. Organization 
403 

Dep. Exp. Electric Pump Equipment Wtp 

Dep. Exp. Miscellmous Equipment Water 
2030 108.1 ACC. Dep. Organization 
2055 108.1 Acc. Dep. Structures And Improvements Lift Statim 

icc. Dep. Other Plmt Collection 
icc. Dep. Other Plant Pump 
iec. Dep. Other Plmt Treatment 

Adjustment Total by Category 
$ 7.81 
$ 58.75 
$ 3,485.27 $ 3,551.83 

$ (2,380.25) 
$ (2,411.25) 

k c .  Dep. Reuse Transmission And Equipment 
Icc. Dep. Miscellaneous Wastewater Equipmer 

IC Wmv Equivment 

6820 1403 IDep. I $ (119.98)l 

6920 1403 l ~ e p .   EX^. ~ ~ s k t o p ~ o m p u t e r  I $ (31.8311 $ (29,459.37) 
6825 1403 Dep. 1 $ (22.0111 

J Clstomers 

Land And Land Rights General 
Collection Sewers Force 

F(18,403 25) 
########## 

Exp. Office Structures And Improvement 
Exp. Offlee Furniture And Equipment 

~ 
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COMPANY: 
TITLE: 
PERIOD: 

6020 
6340 

Mid-County Services, he .  
Adjusting Journal Entries Con't. 
TeslYmr Ended December31,2010 

Entty 5 
186 Deferred Permit C o a  $ 8,419.12 $ 8,419.12 
73 1 Engineering Fees $ (4,419.12) 
775 Misc. Expense $ (4,000.00) $ (8,419.12) 
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COMPANY Mid-County Services, Inc. 

TITLE: Adjusting Journal Entries Con't. 
PERIOD: Test Year Ended December 31,2010 
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COMPANY 
TITLE 
PERIOD: 

1590 
2330 

Mid-County Services, Inc. 
Adjusting Journal Entries Con't 
Test Year Ended December 31,2010 

Entry 1 I 
340.5 Computer System Cast S (20,488.00) $ (20,488.00) 
108.1 Computer System Acc. Dep. $ 4,098.00 6 4,098.00 

2330 
4998 

4998 1215 (Retained Earnings I $ 18,439.00 I $ 18,439.00 
1403 ]Depreciation Expeme I $ (2,049.00)l $ (2,049.00) 

To adjust Project Phoenix costs based on Order PSC-I 0-0407-PAA-SU and the mat  recent LUSl decision. 
I I I I 

Entry 12 
108.1 Computer System Acc. Dep. $ 17,017.00 $ 17.01 7.00 
215 Retained Earnings $(10,131.00) S (10.13 1.00) 
403 Depreciation Expeme 6 (6,886.00) S (6,886.00) 
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COMPANY 
TITLE: 
PERIOD: 

Mid-County Services, Inc. 

Adjusting Journal Entries Con't 
TcstYear Ended Decernber31,ZOlO 

710 1146 ]Account Receivable Associated Companies 
o remove emrs in affiliate allocation based on audit 11-004-4-2 for prepaid complter e> 

I I I 
I I I 
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