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Pumose

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 Accormting and Finance in its audit service rquest dated
March I l, 2013. We have applied these pocedures to the attached schcdules prepared by Ni
Florida, LLC in support of its filing for rate relief in DocketNo. 130010-WS.

This audit was performed following Genenl Standards and Fieldwork Standards found in
tbe AICPA Statements on Standards for Attestation Engagements. Our report is based on
agrcd-upon procedures. The report is intended only for intemal Comnrission use.



Objectives and Procedues

General

Definitions

Utility rcfers to Ni Florida, LLC.

Parent refers to Ni America Capital Managemenf LLC.

Utilitv Information

The Utility is a Class A Utility with a water distibution system in Lee County serving
approximately 743 customers and a wastewater distibution system in Pasco County serving
approximately 2,621 customers. It is owned by Ni Anerica Capital Managemenf LLC.
Expenses have been allocated &om Ni America Capital Management LLC and another
subsidiary of Ni America Capital Management LLC, Ni America Operating, LLC. These
er$enses and the capital stnrcture werc audited in a separate audit.

The Minimum Filing Requirement (MFRS) for this proceeding used a test year ending September
30,2012. Rate Base was last established fortlre water system as of December 31,2009 in Order
No. PSC-II-0199-PAA-WU, Docket No. ll0l4g-WIJ. Rate Base was last cstablished for the
wastewater system as of December 31, 2008 in Order No. PSC-10-0168+AA-SU, Docket No.
090182-su.

Rate Base

Rate Base Adjushrents

Objectives: The objective was to determine whether the Utility's adjusftrents to rate base werc
corrcct and supported by adequate audit evidence.

Procodures: The Utility did not provide the support for the plant additions that the filing said
would be completed by March 31, 2013 and asked to provide them at a later date. The analyst
agred to review these additions.

Utility Plant in Service

Obiectives: The objectives were to dctermine whether Utility Plant in Servicc: l) Consists of
propcrty that exists and is owned by the Utility, 2) Additions are authentic, recorded at original
cost, and properly classified as a capial ircm in compliance with Commission rules and the
National Association of Regulatory Commissioners' (NARUC) Uniform System of Accounts
(USOA), 3) Retirements are made when a replacement item is put in service, and 4)
Adjustnenrc requircd in the Utility's last rate calre proceeding were recorded in its filing and
books and records.

Procedurcs: We toured the Utility's wastewater facilities to determine the prcsence and
condition of plant assets. The water facilities are underground so a tour was not performed. We



reconciled balances that were established in the applicable Orders as of December 31,2009 for
water and December 31, 2008 for wastewater to the filing. We determined these balances agreed
to the ledger. We compiled a schedule of water plant additions from Deccmber 31,2W9,
through September 30,2012, and wastewater plant additions from December 31, 2008, through
Septembcr 30,2012. We rcviewed supporting documentation for additions and reviewed for
unrccoded retirements. Finding I discusses the adjustnents from Order No. PSC-ll-0199-
PAA-WU, Docket No. I10149-WIJ and Order No. PSC-10-0168-PAA-SU, Docket No. 090182-
SU not being booked to the ledgers and the conection to the l3-month average balanccs in the
MFR

L,and & Land Riehts

Obiectives: The objectives were to determine whether Utility land is either recordcd at original
cost or is secured under a long-term lease.

Procedureg: Since the Utility is only a transmission and distribution Utility, it does not own any
land, only easements. We serched the clerk's records to dctermine if any had been acquired.
None was found.

Accumulated Depreciation

Obiectives: The objectives were to dercrmine whether: l) Accumulated Depreciation accruals
arc properly calculatod and recorded based on Commission rulcs and the NARUC USOA, 2)
Retirements are properly recorded, and 3) Adjustments required in the Utility's last ratc casc
proceedings were rccorded in its filing and books and records.

Procodures: We reconciled balances that were established in the applicable Orders as of
December 31, 2009, for water and December 31, 2008, for wastewater to the filing and to the
general ledger. We rccalculated accumulated depreciation and verified ilrat rctircments were
made whcn a capital item was removed or replaced. Finding I discusses the adjwunents from
tbe last rate base dockets not being booked to the ledgers.

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

Obiectivcs: The objectives were to determine whether: l) Additions to CIAC are properly

recoded in compliancc with Commission rules and the NARUC USOA 2) The fees charged

agree to the tariff,3) Contibuted plant has been recordod" and 4) Adjustnrents required in the

Utility's last rate dise proceedings were recorded in its filing and books and records.

Prccedures: We reconciled balances that werc established in the applicable Orders as of
Deccmber 31,2009, for water and December 31,2008, for wastewatcr to the filing and to the
general ledger. We taced additions to the tariff. We looked for unrecorded property on the totr
of the wastewater service tenitory. We reviewed the Income Toc rcturns for trnrecorded
property contributions. Finding 2 discusses unrecorded CIAC.



Accumulated Amortization of CIAC

Obiectives: Our objectives were to determine whether: l) Accruals to accumulated amortization
of CLAC are properly recorded in compliance with Commission rules, and 2) Adjusments
required in the Utility's last ratc case proceedings werc recorded in its filing and books and
rccords.

Pnoccdurcs: lVe reconciled balances that were established in the applicable Orders as of
Decembcr 31,2009, for water and December 31,2008, for wastewat€r to the filing and to the
general ledger. We recalculated amortization accruals. Finding 2 discusses the amortization of
unrecordod CIAC. Finding 3 compares staffs computation of amortization to the filing.

Working Capital

Obiectivesl The objective was to determine the Utility's working capital balance is properly
calculated rsing Commission nrles.

Procedurcs: We reconciled the l3-month average bdance sheet accounts included in working
capital to the general ledger and reviewed for consistency with Commission policy. Finding 4
discusses the reclassification of accounts benueen water and wastewater.

Net Operating Income

AdjgsUncnts to Net Operating Income

Obiectivcs: The objectives were to determine whether the Adjusrnents to Net Operating Income
reprcsent actual changes aftcr the tcst year and whether the Utility has adcquate supporting
dooumentation for a change to the test year.

Proccdurcc: We obtained supporting documentation for the Adjushrents to Net Operating
Income.

The Utility did not provide the support for the $100,000 wastewater line cleaning program and

asked to pmvidc them at a later date. The analyst agreed to review these additions. Findings 5,

6, and 7 discuss the Utility adjusnnents to Net Operating Income.

Operating Rcvcnuc

Objectivcs: The objectives were to determine whether the Utility's test year Revenues are

recorded in compliance with Commission rules and are calculated using Commission approved
tariffrates.

Procedunes: We reconciled the ledger to the filing for the 12 months cnding September 30,
2012. We taced the ledger to the billing registers. We selected billing registen for several
months and reconciled to the Commission approved tariff rates. We reviewed for accounts that
were misclassified between rcsidential and general service. We reconciled the detail ofthe MFR
Schedule E-2 by month to billing registers for selecrcd months. We tested a sample of
miscellaneous charges. Finding 8 discusscs misclassifications between residential and general

service.



Operation and Maintenance Expense (O & M)

ObJectives: The objectives were to determine whether O & M Expense is properly reorded in
compliance with the NARUC USOA and Commission nrles and verify ttrat O & M Expense is
representative of ongoing Utility operatioru.

Procedurcs We verified O & M Expense for the 12 months ended September 30, 2012, by
bacing a sample of invoices to the original soulce documentation. We reviewed invoices urd
contacts for the proper amount period, classification, NARUC accoun! and recurring naturc.
Allocations from Ni Americg the Utility's parent were audited in a separate audit. Findings 9,
10, ll, and 12 discuss adjustments to O & M Expenses.

Depreciation and Amortization

Obiectives: The objective was to detcrmine whether Depreciation Expense and Amortization of
CIAC experule were properly recorded in compliance with Commission nrles.

Procedureg: We recalculated depreciation and amortization expense for the 12 months ended
Septembcr 30,2012 using the rates established in Commission Rule 25-30.140, F.A.C. Finding
I adjusts depreciation expense for prior order adjustnents and the correct rates.

Tores Otherthan Income

Objectivcs: The objectives wete to determine whether Ta:res CIher Than Income Expense is
propoly recordcd in compliance with Commission rules and r€presentative of ongoing
operations.

Proccdunes: We verified the Tores Other Than Income in the filing to the ledger. We reviewed
the accruacy of the 201I Regularory Assessmcnt Fee Rctums. We taccd intangible to< to the
invoices.

Analytical Procedures

Obiectivcs: The objectives were to perforrr an analytical rcview of expenses to identifr rurusual

bends or amounts.

Procedunes: We compared rate base components and expenses from 2008 to 20ll and used thc
results in our sample selection proc€ss.



Audit Findings

Finding l: Reconciliation of Ledger to Prior Dockets

Audit Anelysis: Rate Base was last established for the water system as of December 31, 2009 in
Order No. PSC-II-0199-PAA-WU and, for the wastewater system as of December 31, 2008 in
Order No. PSC-I0-0168-PAA-SU. Both orders state that 0re Utility shall provide proof within
90 days of the final order that the adjusffirents for all applicable NARUC primary accounts have
beenmade.

No adjrstrrents were made to the general ledger for the ordered adjustrnents until after the test
year. Both orders contained adjushents to rate base accounts. In addition, for the wastewater
syst€m, the Utility made adjushents to rate base accornts in Schedule A-3 of the MFRs in
DocketNo. 090182-SU. orrly a few of the adjuunents relatcd to proforma additions. Most of
the adjustnents rplated to conections that should have been made to the general ledger such as

corrcctions for a prior ordcr that werc not booked.

The Utility did post an adjrsting entry after the end of the cument test year ended September 30,
2012, to attempt to cotroct the rate base account balances. However, it was not conect.
Thetefore, the entry should be reversed and enties from this finding should be made. The
schcdules attached to this finding contain the adjustrrents to the books needod to record plant
and accumulated depreciation using NARUC accounts and the correct adjushents from prior
orders.

In the filing made by ttre Utility in this docket on Fcbnrary 27,2013, Ore adjustncnt made in the

filing for the ordered adjushents did not agr€e to the order fiom Docket No. 090182-SU. We

determined the adjrsments that were required based on the prior order and filings. We reviewed

these adjushents with the Utility reprcsentative. They agreed with our adjustnent and

recalculard dcpreciation using the revised balances and the rates in Rule 25-30.140, F.A.C. The

Utility revised MFR's in Docket 130010-WS werc supposed to include these revised balances.

However, in the reviscd MFR's filed on April 30, 2013, Schedule A-5, A-6 did not include any

adjushents ftom the prior cases in the plant balances. Schedule A-9 and A-10 show l3'month
avemge adjusunents for the prior rate case which do not agree with the l3-month average

balances in the Utility's revised depreciation calculation. The adjustnrents to the accumulated

depreciation balance fiom the prior case affect the entire l3-months. The adjustments to plant

caused changes to the accumulated depreciation monthly. The Utility attempted to include the

adjlsments in the average rate base numbers on Schedule A-l and A-2. However, the

computation of the l3-month average was not correct. The schedules that follow show the

correctd balances.



Water Plant

Acct
No. Watcr Ascount nBtn009

FPSC

Adjusnncnrs

Adu$cd
Balancc

@ta3ru) nntnuo 9It02011

Adjusfod
Bahne

@gRAnOn

Balancc Pcr
Books

@9B0n0n

Adjustmat as

of
9B0rmr2

t3l Transmission md Distibution Main s t27.76/',.N 3 (4.312.00' $ 223.456.00 s 235.m5.2:t s 242J.5t.75 J Z.rat5t.7J s 24L55r.75

133 SGrvkps $ 50.932.00 t 50,932.00 s 50,932m 3 50.932"00 s 50.932.00 s 50.93200

t34 Mctcrs nd Mctcr Insallations s 36.45t.00 $ 36.45t.00 $ 200220.30 s 20022030 $ 200220.30 s 163.762.30 s 36458.00

t36 Brktlow hcvcntion Dwiccs s $ $ 1090.00 s 2,090.00 3 2090.00 3 2.$0.00

ll0 )f[cc Furnitue and Eouipmcnt s r r.2r r.00 s il.211.00 s u2ll.00 3 il2il.00 s t3.45t.00 s 1,120.00 s r2J3t.00
r4t Dthcr Tmeiblc Plant $ 13.962.00 $ (5.512.00' 3 8.450.@ $ &150.00 s 8,450.00 $ t 450.00 3 E.{50.00

t0t WatcrOhcr 3 287.t30.63 se87.r30.53
|00 3rpitaliad Maintcnancc f 74,385.52 3 04.385.521

Iotal $ 340,33I.U) 3 (e,r24.CI s 330,507.00 $ 508,9Et.55 $ 515,455.05 $ 5t7.695.05 s 526J98.45 J (t,703.4{
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Effect on the Gencral Ledger: The ledger should be adjusted by account as shown above to
rduce total water plant by $8,703.40, increase \ilastewater plant by $66,169.35, increase water
accumulated depreciation by $200.17, and decreasc water accumulated depreciation by
$7J66.53. Water depreciation expense should be increased by $3,872.41 utd wastewater by
$3,539.20.

Efiect on the Filing: l3-month average water plant should be incrcased by $87.51 (debit) and
unstewater decreased by $42.34 (credit). l3-month average water accumulated depreciation
should be decreascd by $185.a3 (debit) and wastewater decreased by $9,466.88 (debit). Water
dcpreciation expens€ should be increased by $3,872.a1 (debit) and wastewater by $3,539.20
(debit).
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Finding 2: Contributions-in-Aid-of-Construction (CIAC)

Audit Analysis: In a letter from the Utility's legal counsel on July 30,2010 to the Commission
Clerk, the Utility proposed to book the intcrim revenue refund with interest to the Wastewater
CIAC accormt. The Utility has determined the amount is $574.50. However, CI"AC has not been
increased in the ledger or the filing. The amortization on this amount was calculated as follows:

Montb CIAC
Belrncc

Rste CIAC
Amortlzatlon

Accumubtcd
Amorthatbn

tRvzoto $ 5?4.50 2.74o,t

tBl20l0 s 574.50 2,74o,1 $ l.3l $ t.3l
ta0r20t0 3 574.50 2.7401 s l.3t $ 2.62
rcRtnorc $ 574.50 2.74o,1 $ l.3l $ 3.94
il130/2010 s 5?4.50 2.7401 s t.3t s 5.25
nnv20r0 $ 574.50 2.7401 $ r.3l I 6.56
tfjvzOtl $ 574.50 2.7401 $ t.3l $ 7.E7

u2tnotl $ 574.s0 2.74e1 $ t.3l s 9.r8
talzotl $ 574.50 2.740/l $ r.3l $ 10.49

tB0noll s 574.50 2.7401 s l.3l $ I l.8l
tRrI20tl $ 5?4.50 2.7401 s l.3l $ 13.12

6B0t20rr s 574.50 2.7401 $ l.3l s t4.43
tBtn0tl $ 574.50 2.7401 3 l.3t s 15.74

BBll20t I s 574.50 2,74o.1 s l.3l $ 17.05

,R0n0ll $ 574.50 2.7401 3 l.3t $ 18.36

l0Blz0ll $ 574.50 2.760,1 3 r.32 $ 19.69

llB0t20ll $ 574.50 2.760,1 s 1.32 $ 2t.01
ru3tDotl $ 574.50 2.760/l $ t.32 s 2..33
wrn0l2 s s74.59 2.760/ I 1.32 s 23.65

n9DOrz s 574.50 2,7601 $ r.32 s 24.97

3Rtn0t2 $ 574.50 2.76% $ 1.32 s 26.29

n0l2 s 574.50 2.7601 $ t.32 s 27.6r

tRrnon $ 574.50 2.7601 $ r.32 s 2t.94
6R0r20t2 $ 574.50 2.76% $ 1.32 s 30.26

nrnon s 574.50 2.760/o 3 1.32 $ 31.58

wrnon $ 574.50 2.76% $ 1.32 s 32.90

,ROD0r2 $ 574.50 2.76o/t t.32 $ 34.22

Iest Ycar Deoreciation 15.t6
Pcr Gencral Lcdger s s $

hdger Differcncc $ 574.50 s 15.E6 $ 34.?2

l3-Month Average t 574.50 s rs.86 t 26.29

Average Pcr Filing
Diffcrcncc $ 574.50 s t5.E6 s 2629

Efiect on the Generel Ledgen The following entry should be made:

Account Account Itcblt crcdlt
271 Wastcwatcr CIAC $ 5?4.50

403 Amortization Expcrm s 15.86

272 Wastewater Accumulated Amortizatiott s 34.22

2t: Rcaincd Earnings s 556.14

l6



Effect on tho Filing: l3-month average wastewater CIAC, nastewater accumulated
amortizatiorl and amortization olpeule should be incr€ascd by $574.50 (credr0, $26.29 (debit),
and $15.86 (credi| respectively.
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Finding 3: Accumulated Amortization of CIAC

Audit Analyris: The Utility amortized CIAC using a 38 year life. Order No. PSC-lC0l68-
PAA-SU, in Docket No. 090182-SU, adjusted amortization to the composirc rate applicable at
the time. Accumulated amortization of CIAC for water was fully amortized before the beginning
of thc tcst year. CLAC for the wastewater Utility was from System Capacity charges. Since
CLAC should be amortized based on the plant that it is relared to, a composite rate should have
been used. Composite rates change yearly. The schedule on the following page computes
amortization using the composite rates.

Efrect on thc Gencral Lcdger: The following entry should be made:

Acct f Aeount Dcbit Crcdit
TI2 Wastewatcr Accumulatsd Amortization s 14r2t.00
403 Amortization Exoense s 4.747.00
255 Rctaincd Eamings s 9.4il.00

Effect on the Filing: l3-month averagc accumulated amortization of CIAC for wastewater
should bc increased by $l1,453 (debiQ and amortization Gr(perure increased by $4,747 (crediQ.

l8



lvlonth UIAU
Bolence

RItC UIAU
Amortizotlon

AgtUnUt83o
Anortizrtlor

tu}tnwE $ 3.5qrJ56 $ t3.957
tBlnw, s 3.500.356 2.9Y. 3 7,U7 $ rzt,E04

0(l!l s 3.505.t56 2.6y/ $ 7.E52 $ )29.656
,Rtnw, 3.505.r56 2.69p1 s 7.857 S t- 7,513
1/302009 | 33 t56 2.6T/t s 857 $ t3, i370
JBrnwg s t56 2.6y1 $ 7.t57 J l.3r t228
,l1l0l2ffi9 s 3.505.15 2. $ 857 $ t. t.085
tRtn|ilp J 3.505.t56 2.6vt $ 7.E57 $ r.368.943
,Rrnw) s 3.505.t56 2.69tt 3 7J,57 $ r,376,800

$ ,t56 2.6Y/. t 7.E57 $ 1.3t4.657
t0Btz(xD s .t56 2.6991 s 7.E57 s t.39.5t5

2.6!rc/l s 7,t60 s 1.4w.375
tv3tn009 2.6flj1 J 7.163 t.40 .23E

2-749 s prz rJr6 249
2.7404 $ ol4 $ t. tg

,RV20t0 2.74o/. $ .0t4 s 1.432.27E
rlt020t0 3.509.956 2.740/ 8.0t4 3 t.
,:JI/|ZOTO ,509.956 2.74% $ t.014 $ r.44E.307

t60r20t0 s .5t2356 2.74i/. $ 0t7 t.456.324
tBtt20ro s 3.5t4.?56 2.74o/l $ & t-46d^t47
ERtn0t0 s 3.529,156 2.74V1 $ 8. 042 s t.47a3EE
,BOaOW 3 3.529.155 2.7401 x E.O5E t.4t0.447
t0Rl/2010 3.52 .r56 2.740t S &058 t.4tt-505
ltaorzoto 3.529.r56 L74CA $ t.05t $ t.496.563
12Blnoto s 3.53 .556 L7401 $ E.06t $ t.504.624
wtnotl J 3.53r.556 2.74o/. S t.064 $ r.5ra6tt
tnSn0rr s 3.531.: 2.740 T E.06{ $ t. ,752
lBtnotl $ 3.53 .555 2.7401 $ 1,064 $ t.5 ,il5
l/t]020il s 3.53t.5J6 2.7, $ r,054 $ r.536879
tBv20tl s 3,531,556 2.74% $ .064 $ t. r94t
yltvmtr S t31.555 2.7401 s .064 t. t.006
ttsttmtl 2.741 t.
BtnOtl 2.74c $ o6t $ 1.569,159

,R|J/20tl $ 3. .r56 2.740 J lt3 15n.272
loat/20t l s 3.553.156 2.76V. s t.t?2 t.5t5.444
ltaozotl s 3, 2.7 s 1.593.616

trzot I $ 3,553,t56 2,76V1 s t72 $ l.60l.7EE
lBtnotz $ 3.553.t56 2.75V1 t .t72 r.609.961
uDn0t2 s 3.553.t56 2-760/. s 8 T2 1.5t8.t33
Stnov T ,r56 2.76U J E.172 $ 1.626.305

]BOt20l2 $ .t56 2.76% E.r72 s t.634.477
,BtnOn t.r56 2.76e4 8.t72 $
B,OaOIZ ,r56 2.76i4 s E.t72 $

tRlt20l2 $ 3.555J56 2.76i4 s t.t75 $ t.65E.997
wrno'z 556 2.7501 s 8.t7t S .t7t
,ROaOt2 s 556 2.76% $ E,l7E $ 1,675,353

lcsl YCar DcDrlcrauon $ gE.OEI

lcrGancnl Lcdgcr T 3,555,557 $ 93,334 $ 1,561,124
,cdrcrDifiemcc I t 4,74'l $ a.llz6

l3-Month Avcrarc $ 3.553.710 s 9t.0tl s t.626.3W
vcrrgc Pcr Filing $ 3,553.7t l s 93,334 $ t,614,t54

Jtt{CtE[roc s (r t 4,747 S I l,4JJ
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Finding 4: Working Capital

Audit Analysir: In its rcvised Schedule A-ll, the Utility totaled the water and wasteunter
accounts reccivable from each ledger and allocated the total at 2lo/o to water md 7f/o to
wasteumter. Accounts receivable is related directly to r€venue and is recorded separately for
each water and wastenraler. The actual balances are more reflective of the balance than allocated
balances because of different rates for each water and wasterryater and higher accounts receivable
in wastewater because of the difficulty to turn offaccounts. In addition, stafs balances were
slightly different than the Utility's balances. The following schedule compares the two
methodologies:

Account IJ-lrlontn AVCTSgC

Stdf
llMonth Avcngc

Schcdule A-17
Dificrcncc

Watcr Customer Accounts Receivable s s&4.46

lVater Provision for Uncollectible $ (3,t39.1?

s G274.7r $ 39,002.00 s u2276,7n

Wastewatcr Grstomcr Accounts ReccivaHe s 309.575.80
Wasteryater Provision for Uncollectible s 025.946.57
Wastewater Oher Accouts Rpcoivable t 4322.92

$ 1E7.952.15 $ 146,723.W ti 4tJ29.tt

The water account receivable balance is less than the provision because the water division
receives prepaid revenues from several customers.

Efiect on the Generel Ledger: There is no effect on the ledger.

Efiect on thc Filing: Water working capital should be decreased by $42277 (uedit) and
wasteunter working capial increased by $a1229.15 (debit).

2l



Finding 5: Adjustments to Net Operating Income Purchased Wastewater
Treatment

Audit Anatysis: In Schedule B-3 of the MFRs, the Utility included an adjus;nnent of $19200 to
increase the cost of wastewater treament to $4.77 per gallon paid to Pasco Cormty for the
fieahent of the nastewater. In its calculation of wastewater @sts, the Utility compared the cost

of the actual t€st year gallons times the $4.77 cunent rate to the test year gallons times the rates

billed in tbc test year. Howevcr, there was an accrual which increascd wasteunater expens€ in the

test ycar of $25,266.17. The Utility has prepared a reviscd schedule which includes the gallons

for the actual time period in the test year, accruing the beginning and ending months usage based

on days. They have multiplied the gallons on these new schedules times the new $4.77 rate.

They compared this amount to the actual test year expeme to arrive at a revised increase of
$3,500. Tberefotr, tlre adjustnent to wastewater Net Operating Income should be decrcascd by
$15,700.

Efiect on the General Ledger: There is no effect on the ledger.

Efiect on the Filing: Wastewater Expenscs should be decreased by $15,700 (crediQ.

22



Finding 6: Adjustments to Net Operating Income-Annual Line Cleaning
Program

Audit Analysis: Schedulc B-3 of the MFRs included an increase of $100,000 to wastewater
experutes for an annual line cleaning program. The Utility is providing the support for these
costs to the analyst

In Docket 090182-SU, the utility included $330,032 in its filing for Account T36Conract
Services. The order reuroved $66,169 and $42,212 of these costs for a remaining balance of
$221,651. According to Schedule &9 in that filing, $143A?4 was included in Account 736-
Contract Serrrice for inflow and infiltation repairs. The $143J74 of line costs was not
removed in the order. Since the test year is zupposed to be representative of futurc years, the
9221,651, would have been expected to continue occurring during the time the rates wene in
effect. In 2009, Account 736 was $217,588. In 2010, Account 736 was $133,569 and in 2011,
$73,813. The Utility did not over-eam in these years in spite of the decreased costs due to higher
allocations of headquarrcr costs.

In addition" the Utility has included $43,104 of costs in Accormt 736 ntest year expeilrcs in the
current docket related to TV viewing and line cleaning.

Since the Utility will be providing support for the line costs to Tallahassee staff, this inforuration
is beingprovided forthe analyst's rcview.

Efrect on the Generrl Ledgen There is no effect on the ledger.

Eficct on the Filing: Provided for informational purposes only.
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Finding 7: Adjustment to Net Operating Income for New Bank Seruice

Audit Analysis: In Schedule B-3, Adjustments to Net Operating Income, the Utility increased
expens€s by $4,893 for water and $17,992 for wastewater for bank charges rclated to a new
processing fee. The fee was based on a flat fee of $1.37 per transaction and assumed 40% of the
customers would use thc senrice. The average percentage of customers using this system for
December 2012 to February 2013 was l4.l% of the water customers and ll.2Yo of the
utasteunter customers. However, the average percentage of customers of other utilities oumed
by Ni America wu 44.2o/o for the water customers and 50.7o/o for the wastewater cusitomers
during the same period. ln responsc to a staffrequest for support for the actual current costs to
provide this serrrice, the Utility provided bank statements showing the charges for these items.
The amounts were not divisible by the $1.37 flat fee that was provided in the report and the
Utility could not provide an explanation of why or how many charges were included. The staff
analyst is following up on this adjustnent.

Efiect on the Generel Ledgen Therc is no effect on the ledger.

Efrect on the Filing: Provided for informational purposes only.
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Finding 8: lVastewater Revenue Misclassified

Audit Analysis: Some general scrvice customcrs were billed using residential rates in ttre test
year. This caused the customen to be under-billed by $1,679.42. Wastewater general service
revenue should bc increased by $4,089.12 and residential nevenue decreased by $2,409.70. The
dctail is shown on the following page.

Efiec{ on the General Ledger: Since the ledger for September 30,2012 is already close4 the
following entry should be rnade:

Account Account Neme Debtt Cr€|lit
215.00 Reained Earnines $ r.679.42
141.00 Accounts Receivable $ 1,679.42

Efrect on the Filing: Wastewater rcvenue should be incrcased by $1,679.42 (credit).

25
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Finding 9: Contractor Payments

Audtt Analysis: The monthly fee charged by Florida Utility Group KBHS was higher in 20ll
than in 2012. The Utility did not prepare an adjustnent to rcducc expenses on Schedulc B-3 for
accormts 634 and 734 Contract Services. The adjustnent is calculated as follows:

Eficct on the Gcncrrl Ledger: There is no effect on the ledger.

Efiect on the Filing: Water er(penses should be decreased by $558 (credit) and wastewater by
$2,053 (credit).
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Finding l0: Wastewater Expense Reconciliation to Ledger

Audit Anelysis: Schedule 8-6 of the MFRs reported *Total Annual" expense of 5242,838, for
Account 775-Miscellaneous Expense. The ledger had the following subaccormts for Account
7752

Account Amount
felephone $ 3.252.Et
Ofrrce Supplies $ 190.00
Affiliatc Clurees 8 24218.6r

s 247.66'1.42

Schedule &12 of the MFRs showed a reduction to the affrliate charges that was not in the ledgcr
of $6460. This rduces the 5247,661 .42 to $241,201 .42.

The calculation of Net Operating lncome is based on the expeilrcs on MFR Schedule 86. MFR
Schcdule 8-6 expenses include $242,838 for account 775. There is a difference of $1,636.58
between the $242,838 on Schedule 8-6 and the ledger with the adjustment of $241,201.42.

Efiect on the General Ledger: Therc is no efrect on the ledger.

Eficct on thc Filing: Wasterryater experures should be reduced by $1,536.58.
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Finding 11: Possible Non-Recurring Expenses

Audit Analysis: There were two amounts charged to wastewater expenses that may not be rp-
occuning. Account 73l-Contract Services Engineering included $3,158.92 for engineering coss
on a project related to Plaza 19 Orat will not be completed. The second was for $5,147.78 for
hunicane prcparedness for Tropical Storm Isaac. These costs arc probably not rc-occuning and
should bc anrortized over four years. The total of $8,306 amortized over four years would leave
$2,078 a year. Therefore, $6,228 should be removed from test year expenses.

Efiect on the Gcncrel Lcdgen There is no effect on the ledger.

EfioGt on the Filing: Wastewater experules should be reduced by $6228 (cr€dit).
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Finding 12: VYastewater Expense Adjustments

Audit Anelysis: Wastewater expem€s included some minor items that should be adjusted.

Account 7lO-Pur€hased Water included $100 for late fees. Late fees are considered interest and
should be recorded below the line. The same account included water services to a meter that is
no longer in use. The expenscs in the test year for this meter were $82.71.

Efiect on the Generrl Ledger: There is no effect on the ledger.

Effect on the X'iling: Wastewater expenses should be reduced by $182.71 ($100 + $82.71).
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Exhibit 2: Net Operating Income
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