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E urpose

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 Accounting and Finance in its audit service request dated
March 11, 2013. We have applied these procedures to the attached schedules prepared by Ni
Florida, LLC in support of its filing for rate relief in Docket No. 130010-WS.

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.



Objectives and Procedures

General

Definitions

Utility refers to Ni Florida, LLC.

Parent refers to Ni America Capital Management, LLC.

Utility Informati

The Utility is a Class A Utility with a water distribution system in Lee County serving
approximately 743 customers and a wastewater distribution system in Pasco County serving
approximately 2,621 customers. It is owned by Ni America Capital Management, LLC.
Expenses have been allocated from Ni America Capital Management, LLC and another
subsidiary of Ni America Capital Management, LLC, Ni America Operating, LLC. These
expenses and the capital structure were 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 for the water system as of December 31, 2009 in Order
No. PSC-11-0199-PAA-WU, Docket No. 110149-WU. Rate Base was last established for the.
wastewater system as of December 31, 2008 in Order No. PSC-10-0168-PAA-SU, Docket No.
090182-SU.

Rate Base

ents

Objectives: The objective was to determine whether the Utility’s adjustments to rate base were
correct and supported by adequate audit evidence.

Procedures: 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
agreed to review these additions.

Utility Plant in Service

Objectives: The objectives were to determine whether Utility Plant in Service: 1) Consists of
property that exists and is owned by the Utility, 2) Additions are authentic, recorded at original
cost, and properly classified as a capital item 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)
Adjustments required in the Utility’s last rate case proceeding were recorded in its filing and
books and records.

Procedures: We toured the Utility’s wastewater facilities to determine the presence 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 December 31, 2009,
through September 30, 2012, and wastewater plant additions from December 31, 2008, through
September 30, 2012. We reviewed supporting documentation for additions and reviewed for
unrecorded retirements. Finding 1 discusses the adjustments from Order No. PSC-11-0199-
PAA-WU, Docket No. 110149-WU and Order No. PSC-10-0168-PAA-SU, Docket No. 090182-
SU not being booked to the ledgers and the correction to the 13-month average balances in the
MFR.

Land & Iand Rights

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

Procedures: Since the Utility is only a transmission and distribution Utility, it does not own any
land, only easements. We searched the clerk’s records to determine if any had been acquired.
None was found.

Accumulated Depreciation

Objectives: The objectives were to determine whether: 1) Accumulated Depreciation accruals
are properly calculated and recorded based on Commission rules and the NARUC USOA, 2)
Retirements are properly recorded, and 3) Adjustments required in the Ultility’s last rate case
proceedings were recorded in its filing and books and records.

Procedures: 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 recalculated accumulated depreciation and verified that retirements were
made when a capital item was removed or replaced. Finding 1 discusses the adjustments from
the last rate base dockets not being booked to the ledgers.

Contributions-in-Aid-of-Construction (CIA

Objectives: The objectives were to determine whether: 1) Additions to CIAC are properly
recorded in compliance with Commission rules and the NARUC USOA, 2) The fees charged
agree to the tariff, 3) Contributed plant has been recorded, and 4) Adjustments required in the
Utility’s last rate case proceedings were recorded in its filing and books and records.

Procedures: 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 traced additions to the tariff. We looked for unrecorded property on the tour
of the wastewater service territory. We reviewed the Income Tax returns for unrecorded
property contributions. Finding 2 discusses unrecorded CIAC.




Accumulated Amortization of CIAC

Objectives: Our objectives were to determine whether: 1) Accruals to accumulated amortization
of CIAC are properly recorded in compliance with Commission rules, and 2) Adjustments
required in the Utility’s last rate case proceedings were recorded in its filing and books and
records.

Procedures: 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 recalculated amortization accruals. Finding 2 discusses the amortization of
unrecorded CIAC. Finding 3 compares staff’s computation of amortization to the filing.

Worki apital

Objectives: The objective was to determine the Utility’s working capital balance is properly
calculated using Commission rules.

Procedures: We reconciled the 13-month average balance sheet accounts included in working
capital to the general ledger and reviewed for consistency with Commission policy. Finding 4
discusses the reclassification of accounts between water and wastewater.

Net Operating Income
Adi to Net Operating Income

Objectives: The objectives were to determine whether the Adjustments to Net Operating Income
represent actual changes after the test year and whether the Utility has adequate supporting
documentation for a change to the test year.

Procedures: We obtained supporting documentation for the Adjustments to Net Operating
Income.

The Utility did not provide the support for the $100,000 wastewater line cleaning program and
asked to provide them at a later date. The analyst agreed to review these additions. Findings 5,
6, and 7 discuss the Utility adjustments to Net Operating Income.

Operating Revenue

Objectives: 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
tariff rates.

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



tion Maintenance se(O&

Objectives: The objectives were to determine whether O & M Expense is properly recorded in
compliance with the NARUC USOA and Commission rules and verify that O & M Expense is
representative of ongoing Utility operations.

Procedures: We verified O & M Expense for the 12 months ended September 30, 2012, by
tracing a sample of invoices to the original source documentation. We reviewed invoices and
contracts for the proper amount, period, classification, NARUC account, and recurring nature.
Allocations from Ni America, the Utility’s parent were audited in a separate audit. Findings 9,
10, 11, and 12 discuss adjustments to O & M Expenses.

Depreciation and Amortization

Objectives: The objective was to determine whether Depreciation Expense and Amortization of
CIAC expense were properly recorded in compliance with Commission rules.

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

Taxes Other than Income

Objectives: The objectives were to determine whether Taxes Other Than Income Expense is
properly recorded in compliance with Commission rules and representative of ongoing
operations.

Procedures: We verified the Taxes Other Than Income in the filing to the ledger. We reviewed
the accuracy of the 2011 Regulatory Assessment Fee Returns. We traced intangible tax to the
invoices.

Analytical Procedures

Objectives: The objectives were to perform an analytical review of expenses to identify unusual
trends or amounts.

Procedures: We compared rate base components and expenses from 2008 to 2011 and used the
results in our sample selection process.



Audit Findings

Finding 1: Reconciliation of Ledger to Prior Dockets

Audit Analysis: Rate Base was last established for the water system as of December 31, 2009 in
Order No. PSC-11-0199-PAA-WU and, for the wastewater system as of December 31, 2008 in
Order No. PSC-10-0168-PAA-SU. Both orders state that the Utility shall provide proof within
90 days of the final order that the adjustments for all applicable NARUC primary accounts have
been made.

No adjustments were made to the general ledger for the ordered adjustments until after the test
year. Both orders contained adjustments to rate base accounts. In addition, for the wastewater
system, the Utility made adjustments to rate base accounts in Schedule A-3 of the MFRs in
Docket No. 090182-SU. Only a few of the adjustments related to proforma additions. Most of
the adjustments related to corrections that should have been made to the general ledger such as
corrections for a prior order that were not booked.

The Utility did post an adjusting entry after the end of the current test year ended September 30,
2012, to attempt to correct the rate base account balances. However, it was not correct.
Therefore, the entry should be reversed and entries from this finding should be made. The
schedules attached to this finding contain the adjustments to the books needed to record plant
and accumulated depreciation using NARUC accounts and the correct adjustments from prior
orders.

In the filing made by the Utility in this docket on February 27, 2013, the adjustment made in the
filing for the ordered adjustments did not agree to the order from Docket No. 090182-SU. We
determined the adjustments that were required based on the prior order and filings. We reviewed
these adjustments with the Utility representative. They agreed with our adjustment and
recalculated depreciation using the revised balances and the rates in Rule 25-30.140, F.A.C. The
Utility revised MFR’s in Docket 130010-WS were supposed to include these revised balances.
However, in the revised MFR’s filed on April 30, 2013, Schedule A-5, A-6 did not include any
adjustments from the prior cases in the plant balances. Schedule A-9 and A-10 show 13-month
average adjustments for the prior rate case which do not agree with the 13-month average
balances in the Utility’s revised depreciation calculation. The adjustments to the accumulated
depreciation balance from the prior case affect the entire 13-months. The adjustments to plant
caused changes to the accumulated depreciation monthly. The Utility attempted to include the
adjustments in the average rate base numbers on Schedule A-1 and A-2. However, the
computation of the 13-month average was not correct. The schedules that follow show the
corrected balances.



Water Plant

Adusted Adjusted Balance Per | Adjustment as
Acct. FPSC Balance Balance Books of
No. Water Account 123172009 | Adjustments | @ 12/31/09 | 12312010 | 973072011 | @ 9/30/2012 | @ 9/30/2012 | 9/30/2012
331 |Transmission and Distribution Main{ $ 227,768.00 | $ (4,312.00)] § 223,456.00 | $ 236,085.25 | $ 242,551.75 | § 242,551.75 $ 242,551.75
333 [Services $ 50,932.00 $ 50932.00|S 50932.00]$ 50932.00|$ 50,932.00 $ 50,932.00
334 [Meters and Meter Installations $ 36,458.00 $ 36,458.00 | $ 200,220.30 | $ 200,220.30 | $ 200,220.30 | § 163,762.30 | $ 36.458.00
336 |Backflow Prevention Devices $ - $ - |$ 20900]S 2090.00]$ 2090.00 $  2,090.00
340 |Office Fumiture and Equipment | $ 11,211.00 $ 11,211.00]8 11,211.00]$ 11,211.00{S 13451.00|8 1,12000]$ 12,331.00
348 _|Other Tangible Plant $ 13962008 (5512008 845000{$ 8,45000]% 845000 ]S 8,450.00 $  8,450.00
101 |Water Other $ 287,130.63 | $(287,130.63)f
300 [Capitalized Maintenance $ 7438552 | $ (74,385.52)]
Total $ 340,331.00 | $  (9,824.00)] $ 330,507.00 | $ 508,988.55 | § 515,455.05 | $ 517,695.05 | $ 526,398.45 | $ (8,703.40)}




Wastewater Plant

Balance Per
Acct. Adusted Balance : Adjusted Balance Books @ Adjustment as of
No. | Wastewater Account 12/31/2008 Fpscmjmmng @ 1231008 12/31/2009 123172010 9/30/2011 @ 9/3012012 9/30/2012 9/30/2012
Tzation 1_!'% - AT 00 S 02470018 0247.0013 0|3 63370 547,
3_|Land and Land Ri S 9313003 - |S 9sSB300(S 513.00 $13.00 9,513.00 | § 9,513.00 9,513.00
54 [Structures and Imp. 195005 S 79500 8 195.00 | $ 308200 | S 3,082.00]$ ‘3'%& —3,082.00
Collection Sewers - Foroe | S 995,236.00 | § - m $95.236.00 't_w»% 5236.00 | $ 995,236, 995236.00
1 Sewars - Gravity_ | $ 4,104,643.00 | §  (411,793.00)| S 3,692,850.00 850.00 850. 3 50.00 3,702,850.00 S 3,702,850.00
ing St 1S 411,79300]%  411,793.00 § 41179300 [§ — 411.793.00 411,793. 's—'lz'ﬂ'm, 3.00 $ 411.793.00]
63 |Services 1o Customers 991,349.00 - r""_m,gaoo S 9134900 | $  991.349.00 | §  991,349.00 | [$ 1,031,231.95 $  1,031.231.95
64 |Fiow Devices | $_ 157,854.00 1515795400 § 15785400 § 15785400 | § 15785400 S 157.854.00 S 157,854.00
70 |Receiving Wells }550,916.00 | $ _ - 550.016.00 [$— 55091600 [$ _ 350916.00 [$ 55001600 ]S 550.916.00 3 550,916.00
71 i i $  549,097.00| S __ 57.618.00 | 's——'—_ 606,715.00 | $ _ 671,77294 't_"W__ 785.00000 | 814.96.59 [§ 824,492.03 S 824,492.03
Other Plant Misc. 6,298.00 - I3 6,298.00 T—"sg—%.oo 3 6,298.00 i_'z__ 6,298.00 | S 16.217.14 3 6,217.14 |
90__|Office Fum.and Eq. S 36751.00 | - 18 36751.00]S 36,5100 S _ 36,751.00 -§_£—3§7Sl.00 1_33"3'331.00 . 38,831.00
91 [T jon S 1466090018 - |S 14660900 |$ 14660900 | S _ 146,609.00 | S 146,609.00 'S 146,609.00
93__|Tools, Shop.! Eq_|S_ 1082000 S -_|$_ 1082900|S  10,829.00 10,82900 | 10,82900 S 10,829.00
96__|Power Operated Eq. 3 - IS I . - - 13 - |S__ 1548360
397 [Miscellancous S 23140018 - |$ 231400} 8 28140018 2,814.00 | § 281400]8 __ 2.814.00
%8 Tangible Plant [ - 13 - ~ 1S 5.04752]8 50475218 5,047.52 | $ 5,047.52
Bn S 1358262
333 [Setvices to Customers 3 819.75
Office Equi [ 2,080.00
[Communications s lS,Lﬁ.so
349 |Liners 3 10,000.00
50 |Elder Vaives 39,396.85
50a ialized Mic. 214,666.55 | §
1 astewaler Plant 3 7,566,847.52 | ¢
[Total \ [T 3701800 mmmm TIESIT S 1o 03| S T3 TTom |




13-Month Average Plant

Ier 9/30/2011 October November December Janua Februa March A Wbi’%ﬁ? June
ran. ns . . m S 342.551.75 | 5 5 m T5 13 242.551.75 | 3 242.551.75 ]
333 |Services S 50,032.00| $ _ 50.932.00 $0.032.001 8 50032.00 | S 50,932.00 ] % 5093200 | $__ 5093200 | $ _ 30,932.00 | 3 50,932.00 |
733 |Meters and Meter Inst._[ S 200 520022030 | §200,2030 | $_200,22030 ; 200% [$200,220.30 | m{mm‘% 200,22030 | $ 200,220.30
336 |Backfiow Prev. Devices] §  2,090.00 | $ _ 2,090.00 2,090.00 2,000.00 | § I 2,090.00 | 2,000.00 | 00135 2,000.00 2,090.00
340 |Office Furniture and Eq] $ _ 11,211.00 11,211.00 11211008 11211.00 11,211.00 13110018 11211.00]8 11211008 11211005 _11.211.00
515 [0t Tangible Flant |5 23000 15— E50.00 |3 8.450: TS BRI S B 00 iR s — EAs500TS s T 00]
{Total g - ¥ 315 A5505 13 S15455.00 | mmmmm 0313 1530500 |

[Wastewater 9/30/2011 October November December Janus; Februa March April May June

ST JOrganization T 62470018 63247 0013 62470013 ﬁ%ﬂ' 13 I VOIS 6247003 6247.00 g
353 |LandendLand Rights |$ 951300 |$ 9313.00]S  9,513.00 | § 13.00 |$__ 9,513.00 ]S ,513.00 9,51300]8  9.513.00]$  9,513.00| S _ 9,513.00
354_|Structures and Imp. S 3,08200|$  3,082.00 3082.00]S  3,08200|$  3,08200]S _ 3,082.00 3,082, 3,082.00 |5 3082003 _ 3,082.00]
360_|Coll. Sewan wus"-FomeEL 55523600 | § 99523600 | $993,236.00 | $ 993.236.00 s,%s.oo 1—“—995,?6.00 s 00 995%_:6.00 $ 995236.00 | $ 99523600
361 |Coll. Sewers - Gravi 3,692,850.00 | $3.692,850.00 | $3,692,850.00 | $3,692,850.00 | $3,692,850.00 | $ 3,692,850.00 | $3,692,850.00 | $3,692,850.00 | '$3,702,850.00 | § 3,702,850.00
62 |Special Coll. St '7622'_411.793.00  411,793.00 | $_411,793.00]$ 411,793.00|$ 411,793.00| 8 411,793.00 $ 411.793.00 | $ 411.793.00 | 8 411.793.00] S _411,793.00 ]
363 _|Setvices to Customers 991.349.00 | §991.349.00 | S 991.349. 991,349.00 | $_ 991,349.00 :ﬂ”l 9.00 S 991.349.00 91,349.00 | $1,017,824.08 | $1,018,850.35 | $1,025,089.31 |
364_|Flow Messuning Dev. | $_ 157,854.00 | T_'3_151,ss4.oo $ 157,854.0015 157,854.C 157,854.00 157,854.00 157,854.00 | $_ 157,854.00 57,854.00 | $_ 157,854.00
370 |Receiving Wells S 550.916.00 | § 550.916.00] § 550916.00 | §_530,916.00 | $ 350,916.00 $ 5500 916.00 550,916.00 550,916.00 | $_350916.00 | $ 550.916.00
71_|Pumpmg Equipment | $_814,206.59 | 3 _814,296.59 | $ 820,828.55 820,828.55 | $_820,828.55 | § 820,828.55 820,828.55 820,828.55 820,828.35 | §_820,828.35
389 |Other Plant Mis. E 629800 [ S 6,298.00 S 6,298.00] 003 62080015 629800 6,298.00 6,298.00 62980013 16217.14
390 |Office Fum.and Eq S 36,751.00| S 36,751.00 | 3_’2_36 751.00| S 36,751.00 | 't_'§36 751,00 | S 36,751.00 ] S 36,751.00 36,751.00 36,751.00 | S 36,751.00
391 JTransporiafion Eg, | § 146,609.00 | S 146.609.00 | S_146,609.00 | 3 _146,609.00 | S _146,600.00 | $ 146,600.00 | $ _146,609.00 | §_146,600.00 | § 146,609.00 | S 146,609.00
393 |Tools, Shop & Garage 10,829.00 | $__ 10,829.00 | T"‘_lo.ay.oo $ 1082900 |3 1052900 §  10,529.00 | 10,829.00] §  10.829.00 | 10.62000] 8 10,829.00
396_|Power Operated Eq. - Ti - I3 - 13 o 3 IR K . I - |8 15,483.60
397 |Miscellancous Eq 2,814.00 2.814.00| 5 2,814.00 281400 |3 28140015 2,814.00]5 _ 2,81400|S  2,814.00]S 814.00 | S 2,814.00 |
198 [Other Tangibic Plant 30475218 5,047.52 | 047. DT SIS S.04T531S 3047538 3047335 S04TS2]S  S041S3I]S  5.047.52]




13-Month Average Plant - Con’t.

[Water Joly A on! Revised A-1 Dillerence
331 [Transmission and Dist. Mains . 51.75 . 551,
ices § 50,032.00] 32.00 | $ 50,932, 50,932.
334 T_"'Tzoo,z_zo. §300.230.30 ] 200,220.30
336 H 2,000.00 | $ 090.00 | $ 2,090.00 2,090.00
340 |Office Furniture and Equipmend §— 11.211.00 1 $ 1%% 13,451.00 11,469.46
[Wastewater Tuly A on [ Revised A2 ] Dillerence . ]
351 Tzation 6,247, bAR A 6247.00 | 3 S
35 Land Rights 3 9.513.00 9.513. 9,513.00 | S 513.00
354_|Structures an vements | S 3082003 308200|8 __ 308200]$ 3,082.00
360 Sewers - Force $ 99523600 |§ 9952360018 995,236.00 | § #'g%.oo
1 Sewers - Gravi 3,702,850.00 3 5000 | $ _ 3,702,85000] 8 3 15
362 |Special Col Structores |8 411.793.00 ] 411,793.00 T__'Ti'f'm OIS 411,793
363 _[Services to $1,029,089.31 08931 $ 103030815 S 1,031231.95 S 1,007,364.32
Flow Devices 1—"57,854.00 S 157.854.00] 157,834.00 | $ 57,854.00 | $ 57,854.00
370 m@;éyﬂ; 550,916.00 | $ 550,916.00 | $ 550,916.00 | § 550,016.00
371 |Pumping Equipment ~%20,28.55 | $ 820828558 8244920318 820,105,
389_|Other Plant Miscellancous Equi 16,217.14 16,217.14 16217.14 | § 9,350.04
390_[Office Furniture and Equi s 751.00 T_—': 36.725"1".'00 3 38,831.00 | § 36,911.00
391 |1 rtation EQui S 146,609.00 146,609.00 | T"“_'—M,m. S 146,609.00
393 [Tools, Shop and Garage Equipn| $ 0,829.00 | $ 0,829.00 S 10,829.00 _'t_'mlo._ 1
| 396_|Power  Equipment __ ['$ 54836013 548360 (S 548360 | § 4,764.18
;_'ﬁm Miscelianeous 1%4'.2% ] 2,814.00 | $ 2,814.001 2,814.00 2,814.00
Tangible Plant 3 5,047.52] & ,047.521 S 047.52 047
[Total D21, (S 70223780013 700.04638 | S TBB.I310018 a3k . @31)

10



Water Accumulated Depreciation

Adjusied | Balance Per | Adjustment as}
Balance Books @ of
Depr. Rate| 12/31/2009 12312010 | 9302011 | @9/302012] 9302012 | 9/30/2012
- 333% 23200 1S 113,930.67 | 3 119,090.04 3436 -
2.50% 21 508.04 | § 4543000 S 46.703.32| §_ 47,65831 | § 49,249.95 $_49,24995
5.00%| S 3645800 |8 = |5 3645800 |5 4123438 | §_47.375.44 | § 38,0630 $_58,066.30
6.67%| S I K - I$ - IS 13574 24032 S 414.56 $ 41456
[667%, 1648 11210638 - |5 1121063 |9 1121063 |S T1,210.63|'S 11,241.75 11.241.75
) f— 42090]3 _346.10]S  767.00|$  1,612.04 82| 3,302.06 | 3,302.06 |
(3 245,228.80 | '
3 20,608.41
$16,736.00

11



Wastewater Accumulated Depreciation

Balance Per
Acct. Depr. FPSC Adusted Balance Adjusted Balance] Books@ | Adjustment as of
1'6;0' Wastewater Account | Rate L’ 12/31/2008 1A.sjustmem @ 12/31/08 12/31/2009 1213172010 9/30/2011 @9n0r2012 | 9302012 9/3012012
K 330% K - K 3 [ . . K .,Zj& S 024700 ,247.
108.354 |Structures and Imp. 3.13%| $ 6580018 (42.00) 1,616.00 T-—%J [§ 178118 ]S 1,853.54 1S 1950.02 3 1,950.02
108 : - Force 333%| 3 608,063.00 | $ 13,523.00 62358600 |'S656,727.36 S 689868.712| S 714,724.74 IS __747,866.10 $__ 747,866.10
108.361 |Coll. Sewers - Gravi 3.22%] $1,120,750.00 | § (189,652.80, 93110620 | S 1,013,087 47 | S_1,095,068.71 | S 1,156,554.64 | $_1.238.628.38 1,238,628.38
108.362 |Special Coll. Structures| 2.30%] S __ - 238,351.83 238,351.83 | §  248,646.66 | S 258,04146 | §  266,662.56 | $  276,957.36 S 276.937.36
108.363 |Services to Customers | 2.63%| 3 325.186.00 | S (64,764.00 260,422.00 | $ 28649448 |3 :;12%7. [$ 332,12139 | S 358,650.19 $ 358650.19
T08.364 |Flow Meas. Devices | 20.00%] §  157,854.00 - 157,854.00 57,85400 | § 15785400 | §  157.854.00 | § 157,854.00 $ 157,854.00
108.37_|Receiving Wells [ 333%| §__307.453.00 | §_(46,680.00 260,773.00 TH,11830| S 20746398 |3 311%.09 $359,568.57 S 32956857
10837 uipment 5.56%] 3 383,428.00 | S (16,840.00) 366,588.00 | §_ 402,088.08 | §__444,398.71 | § __477,980; $23,622.68 523,622.68 |
108.389 |Other Plant Misc. Eq. | 5.96%| S 6,298.00 | § - |$__ 629800]S 6298008  6298.00 6298.00| S 6481.54 $ 648l
108.30_[Office Fumiture and Eq|_ 6.67%| $___36,751.00 | (58:00) 36,653.00 S 36,751.00) S 36,731.00 36,751.00 | S _ 36,774.12 S 3677412
108.391 onEq.___J- | S 146,609.00 - |5 146,60900 | $ 146,609.00 §146,609.00 | §_146,609.00 1 .00 146,609.00
108393 [Tools 625%| S _ 10,829.00| S - 1082900 |5 10829.00| 8 10829.00|§  10,820.00] 10,829.00 S 1082900
Power Operaied Eq. 10.00%] 5___ I K3 I - IS - 1s_ - s - _|s___ siea2 16.12
08.397 [MiscclimeousEq. |- S  281400(S - |S__ 281400|S 281400}  2814.00|S  2814.00|S  23814.00 S 23814.00]
108.398 [Other Tangible Plant | 10.00%]| $ - 15 - 13 - Is 354718 0433 237978 1,742.69 S 174269
[08.1.5 | _ﬂn"ﬁAcunn ated Dep. $3,854,877.60 | 877
e o IR0
Filing Dep.Expense 811,
Difference )
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13-Month Average Accumulated Depreciation

Water 9/36/2011 October November | -December January February March April
108331 [Transmission and Distribution Mains | S 119,09004 | $ 12003195 ]S 12097386 |8 12191577 |8 122,386.72 |$ 12285767 |$ 123,328.63 | $ 123,799.58
108.333 |Services $ 4765831 |8 478705318 4808275|8 48294978 48401.08|% 48507.19]$ 48613.30]8 4871940
108.334 |Meters and Meter Installations $ 4737544|S 48892.03|S 5040862 S 51,92521]8% 52,60755]|$ 53,289.90|8 53,972.24 |$ 54,654.58
108.336 |Backflow Prevention Devices $ 24032 |8 263.55|$ 286.78 | $ 31001 )8 3216318 3332448 34486 | S 356.48
10834  |Office Furniture and Equipment $ 1121063}% 11210638 1121063]$ 11,21063{$ 11,21063}$ 11,21063]S 11,21063]% 1121063
108.348 |Ollm’l‘m§ible Plant $ 22458218 238665} 8 2,52748 1S  2,66831 )% 2,738.73 |3 2,809.14]8 287956 |$ 2,949.98
108.1b | S - |s - |s - |s - |s - |s - |s - |s -
Total $ 22782056 $ 23065534 $ 233490.12 $§ 23632490 $ 237,66633 § 239,002.77 S 240,349.21 S 241,690.65
'Wastewater 9/30/2011 October November December January February March April
108.351 _[Organization S 6,247001S 6247.00|8 6,247.00 ]S 624700|8$ 6,247.00]$ 62470018 6247.00)S  6,247.00
108.354 |Structures and Improvements $ 1,853.54 |8 1,861.58 | $ 1,86962 18 187766 | S 1,885.7018 1,893.74{$ 1,901.78|S 1909.82
108.36  |Collection Sewers - Force $ 71472474 |S 717486.52]S 72024830 )S 723,00008|S 725771.86|$ 72853364 | $ 731,29542|$ 734,057.20
108.361 |[Collection Sewers - Gravity $ 1,156,554.64 | $ 1,163,386.41 | $ 1,170,218.18 | $1,177,049.95 | $ 1,183,881.72 | $1,190,713.49 | $1,197,545.26 | $1.204,377.03
108.362 _|Special Collecting Structures $ 26666256 ]S 26752046 |S 268378.36 | S 269,236.26 | S 270,094.16 | $ 270,952.06 | $ 271,809.96 | $ 272,667.86
108.363 |Services to Customers $ 332,12139]8 334204.10]8 33646681 |S 33863952 ]S 340,812.23 | § 342,984.94 | S 345,157.65 | $ 34738838
108.364 _|Flow Mcasuring Devices $ 157854008 157,85400]8 15785400 |S 157,854.00]S5 157,854.00]% 157,854.001S 157,854.00 | $ 157.854.00
108.37 _ jReceiving Wells $ 311223098 31275188 |8 . 31428067 ] 31580946|8 317,33825]§ 318,867.04 | $ 320,395.83 | § 321.924.62
108.371 _jPumping Equipment $ 47798094 |S 481,753.85|8 485,557.02]S 489,360.19|$ 493,163.36 | $ 496,966.53 | $ 500,769.70 | $ 504,572.87
108.389 |Other Plant Miscellancous Equipment | $ 629800]S 629800}S 6,29800)S 6,298.00]8 6298008 629800]$ 629800|S 6,298.00
108.39  |Office Fumiture and Equipment $ 36751008 36751.00]8 36,751.00|$ 36,751.00|8 36,751.00]S 36,751.00]18 36751.00]8 36,751.00
108.391 |Transportation Equipment $ 14660900 ]S 146609.00]8 146609001 S 146,609.00 | $ 146,609.00 | $ 146,609.00 | $ 146,609.00 | $ 146,609.00
108.393 |Tools, Shop and Garage Equipment $ 108290015 10829.00{$ 1082000 S 10,82900|$ 108290018 10,829.00]$ 10,829.00|$ 10,829.00
108.396 |Power Operated Equipment s - |3 - |8 - IS - 18 - | - |s - |3 -
108.397 |Miscellaneous Equipment $ 2,81400|8 28140018 2814008 28140018 28140018 2814008 281400]8 2814.00
108.398 |Other Tangible Plam $ 1,237971$ 1,280.03 1 $ 1320918 1364158 140621 |S 1448278 149033]8 1,532.39
108.1.b  JAccumulated Depreciation s - §$ - |$ - |s - |8 - |s - |s - Is -
Total $ 3,629,760.87 | $ 3.647,736.83 | $ 3,665,743.05 | $3,683,749.27 | § 3,701,755.49 | $3,719,761.71 | $3,737,767.93 | $3,755,832.17
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13-Month Average Accumulated Depreciation-Con’t.

[Water May June July August September 13-Month Avg. Revised A-1 Difference
108.331 | Transmission and Distribution Mains $ 12427054 | $ 12474149 ] § 125212451 S 125,683.40 | $ 126,154.36 | $ 123,111.27

108.333  |Services $ 4882551 |3 4893162}S 49,037.73 1 $ 49,143.84 | 4924995 | $ 48,564.32

108.334  |Meters and Meter Installations $ 5533692|8 5601927|8$ 56,70161 18 5§7,38395]% 58,066.30 | $ §3,587.20

108.336 | Backflow Prevention Devices $ 3680918 37971 | § 3913318 40295 | $ 41456 1S 339.50

108.34  |Office Fusniture and Equipment $ 1121063 |$ 11210638 11,21063 1 $ 11,226.19 1 § 11,241.751 $ 11,214.22

108.348 [Other Tangible Plant $ 302039)$ 309381}S$ 3,161.23 | $ 32316418 3,302.06 1 § 2,847.06

108.3 b $ - IS - 1s - {8 - |8 - 15 -

Total $243,03209 § 24437353 § . 24571497 § 24707197 $§ 24842897 $ 23966357|$ 239849001 S (185.43)
Wastewater May June July August September 13-Month Avg. Revised A-2 Difference
108.351 IOrgamuuon $ 624700]S 6247001S 6,247.00 | $ 6,247.00 | § 6,247.001 $ 6.247.50
108.354  |Structures and Improvements $ 19178638 1,92590]8 1,93394 1 8 1,94198 1 8 1,950.02 1 § 1,901.78
108.36  |Collection Sewers - Force $ 73681898 | S 739,580.76 {S$ 742,34254 ]S  745,1043218 747,866.10| $  731,295.42
108.361 ICoIledion Sewers - Gravity HURRURARANN] BRUNURARESS]S 122492784 |8 1,231,778.11 | S 1,238,62838 ]S 1,197,566.61
108.362 ]Speciel Collecting Structures $ 273,525.76 | $ 27438366 |$ 275241.561$ 27609946 |8  276,957.361S  271,809.96
108.363  |Services to Customers $ 349,621.36 | $ 351,876.78 |$  354,13220]8 3563900718 358650.19]S8 34527197
108.364 _ [Flow Measuring Devices $ 157,854.00 | $ 15785400 |$ 157854008 157854008 157,85400]$ 157,854.00
108.37 __ |Receiving Wells $ 32345341 | $ 324982208 326510998 3280397818 329,56857|S  320,395.83
108.371 |Pumping Equipment $ 50837604 | $ 512,17921]$8 51598238 S 51980253 S 523,62268]$  500,775.95
108.389 |Other Plant Miscellancous Equipment | S 629800]s 634396 s 6,389.92 18 64358818 64818413 6,333.35
108.39  |Office Fumiture and Equipment $ 3675100|% 367510018 36,751.001 8 36,762.56 | $ 36,774.121 8§ 36,753.67
108.391 | Transportation Equipment $ 146,609.00 | $ 1466090018 14660900}$ 14660900]$ 14660900 ]S  146,609.00
108.393 | Tools, Shop and Garage Equipment $ 10829008 10829001$ 1082900 ] $ 10,829.00 | $ 10,829.00 | § 10,829.00
108.396 |Power Operated Equipment $ - 1S 129.03 ] § 25806 $ 3870918 516121 $ 99.25
108.397 |Misceilaneous Equipment $ 28140018 281400]S 281400 S 2,814.001 § 2814001 $ 2,814.00
108.398 |Other Tangible Plant $ 157445]8 1616518 1,658.571% 1,70063 | $ 1,742.69 ] $ 1,490.33
108.1.5  |Accumulsted Depreciation $ - |s - |s - |s - |s - 18 -

Total BRG] W] S 381048200 [S 3,828,79541 | S 3,847,111.07($S 3,738047.12|$ 3,747,51400($ (9,466.88

14



Effect on the General Ledger: The ledger should be adjusted by account as shown above to
reduce total water plant by $8,703.40, increase wastewater plant by $66,169.35, increase water
accumulated depreciation by $200.17, and decrease water accumulated depreciation by
$7,766.53. Water depreciation expense should be increased by $3,872.41 and wastewater by
$3,539.20.

Effect on the Filing: 13-month average water plant should be increased by $87.51 (debit) and
wastewater decreased by $442.34 (credit). 13-month average water accumulated depreciation
should be decreased by $185.43 (debit) and wastewater decreased by $9,466.88 (debit). Water
depreciation expense should be increased by $3,872.41 (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 interim revenue refund with interest to the Wastewater
CIAC account. The Utility has determined the amount is $574.50. However, CIAC has not been
increased in the ledger or the filing. The amortization on this amount was calculated as follows:

Month CIAC Rate CIAC Accumulated
Balance Amortization | Amortization
7/31/2010 $ 574.50 2.74%
8/31/2010 $ 574.50 2.74%| $ 13118 1.31
9/30/2010 $ 574.50 2.74%| $ 13118 2.62
10/31/2010 $ 574.50 2.74%} $ 1311 $ 3.94
11/30/2010 $ 574.50 2.74%j $ 1318 5.25
12/31/2010 $ 574.50 2.74%| $ 13118 6.56
1/31/2011 $ 574.50 2.74%) $ 131]8$ 7.87
2/28/2011 $ 574.50 2.74%] $ 13118 9.18
3/3172011 $ 574.50 2.74%| $ 13118 10.49
4/30/2011 $ 574.50 2.74%] $ 13118 11.81
5/31/2011 $ 574.50 2.74%| $ 1311 8 13.12
6/30/2011 $ 574.50 2.74%| $ 1311 8 14.43
7/31/2011 $ 574.50 2.74%| $ 13118 15.74
8/31/2011 $ 574.50 2.74%| $ 131189 17.05
9/30/2011 $ 574.50 2.74%| $ 13118 18.36
10/31/2011 $ 574.50 2.76%| $ 13218 19.69
11/30/2011 3 574.50 2.76%| $ 132 $ 21.01
12/31/2011 $ 574.50 2.76%| $ 1328 22.33
1/31/2012 $ 574.50 2.76%| $ 13218 23.65
2/29/2012 $ 574.50 2.76%| $ 13218 24.97
3/31/2012 $ 574.50 2.76%| $ 132 $ 26.29
4/30/2012 $ 574.50 2.76%} $ 132 | § 27.61
5/31/2012 $ 574.50 2.76%| $ 13218 28.94
6/30/2012 $ 574.50 2.76%] $ 13218 30.26
7/31/2012 $ 574.50 2.76%] $ 13218 31.58
8/31/2012 $ 574.50 2.76%| $ 1321 8% 32.90
9/30/2012 $ 574.50 2.76%]| $ 13218 3422
Test Year Depreciation $ 15.86
Per General Ledger $ - $ R -
Ledger Difference $ 574.50 $ 1586 | § 3422
13-Month Average $ 574.50 $ 1586 | $ 26.29
Average Per Filing
Difference B ~574.50 s 15.86 | S 26.29
Effect on the General Ledger: The following entry should be made:
Account Account Debit | Credit
271|Wastewater CIAC $ 574.50
403| Amortization Expense $ 15.86
272} Wastewater Accumulated Amortization $ 3422
215]Retained Eamin&s $ 556.14
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Effect on the Filing: 13-month average wastewater CIAC, wastewater accumulated
amortization, and amortization expense should be increased by $574.50 (credit), $26.29 (debit),
and $15.86 (credit) respectively.
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Finding 3: Accumulated Amortization of CIAC

Audit Analysis: The Utility amortized CIAC using a 38 year life. Order No. PSC-10-0168-
PAA-SU, in Docket No. 090182-SU, adjusted amortization to the composite rate applicable at
the time. Accumulated amortization of CIAC for water was fully amortized before the beginning
of the test year. CIAC for the wastewater Utility was from System Capacity charges. Since
CIAC should be amortized based on the plant that it is related to, a composite rate should have
been used. Composite rates change yearly. The schedule on the following page computes
amortization using the composite rates.

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

Acct. # Account " Debit “Credit
272|Wastewater Accumulated Amortization $ 14,228.00
403 ] Amortization Expense $ 4,747.00
255|Retained Eamnings $ 9,481.00

Effect on the Filing: 13-month average accumulated amortization of CIAC for wastewater
should be increased by $11,453 (debit) and amortization expense increased by $4,747 (credit).
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Month CIAC Rate CIAC Accumuisted
Balance Amortization Amortization

12/3172008 3 3,500,356 3 1,313,957
13172009 s 3,500,356 2.69%)| § 7,847 | $ 1,321,804
2/2872009 s 3,505,156 2.69%) $ 7,852 8 1,329,656
373112009 3 3,505,156 2.69%) $ 785718 1,337,513
4/30/2009 s 3,505,156 2.69%) $ 785718 1,345,370
5/3172009 s 3,505,156 2.69%] $ 785718 1,353,228
6/30/2009 s 3,505,156 2.69%) $ 7,857 | 1,361,085
773172009 s 3,505,156 2.69%] $ 7857 $ 1,368,943
8/3172009 s 3,505,156 2.69%| $ 7,857 1 $ 1,376,300
9/30/2009 3 3,505,156 2.69%)| $ 7857 | $ 1,384,657
10/31/2009 3 3,503,156 2.69%| § 785718 1,392,515
117302009 $ 3,507,556 2.69%| $ 7,860 | $ 1,400,375
123172009 3 3,507,556 2.69%| $ 7,863 | $ 1,408,238
173172010 s 3,509.956 | - 2.74%] $ 8012[$ 1,416,249
22872010 3 3,509,956 2.74%) $ 8,014 |3 1,424,264
3/3172010 s 3,509,956 2.74%)| $ 3,014 | $ 1,432,278
4/30/2010 s 3,509,956 2.74%] $ 8,014 8 1,440,292
53172010 $ 3,509,956 2.74%)| $ 83,0143 1,448,307
6/30/2010 s 3,512,356 2.74%) S 8,017 (S 1,456,324
73172010 $ 3,514,756 2.74%) $ 8,023 | $ 1,464,347
8/31/2010 s 3,529,156 2.74%| § 8,042 [$ 1,472,388
9/30/2010 s 3,529,156 2.74%) $ 8,058 | $ 1,480,447
10/31/2010 s 3,529,156 2.74%) $ 8,058 [ $ 1,488,505
117302010 3 3,529,156 2.74%) $ 8,058 | $ 1,496,563
1273172010 s 3,531,556 2.74%) $ 8,061 | $ 1,504,624
17312011 s 3,531,556 2.74%)| § 8,064 | $ 1,512,688
272872011 s 3,531,556 2.74%)| $ 8,064 | $ 1,520,752
31312011 s 3,531,556 2.74%)| § 8,064 | $ 1,528,815
4/30/2011 $ 3,531,556 2.74%)| $ 8,064 | $ 1,536,879
573172011 $ 3,531,556 2.74%) $ 8064 [ $ 1,544,943
6/30/2011 s 3,531,556 2.74%) $ 8,064 | S 1,553,006
73172011 s 3,531,556 2.74%) $ 3,064] 8 1,561,070
873172011 $ 3,553,156 2.74%)| § 8,088 ]S 1,569,159
9/30/2011 3 3,553,156 2.74%) $ 81138 1,571,272
10/31/2011 s 3,553,156 2.76%)| § 8172 | $ 1,585,444
1173072011 s 3,553,156 2.76%| $ 8172 $ 1,593,616
1273172011 $ 3,553,156 2.76%)| § 8,172 $ 1,601,788
173172012 $ 3,553,156 2.76%)| $ 8172 [$ 1,609,961
2/29/2012 3 3,553,156 2.76%| $ 3,172 8 1,618,133
3/3172012 s 3,553,156 2.76%) $ 8172 1,626,305
4/30/2012 3 3,553,156 2.76%) $ 8172 % 1,634,477
573172012 s 3,553,156 2.76%)] $ 8172|$ 1,642,650
6/30/2012 3 3,553,156 2.76%)| § 8,172 | $ 1,650,822
773172012 3 3,555,556 2.76%)| $ 8,175 $ 1,658,997 |
8/3172012 3 3,555,556 2.76%| $ 8,178 | $ 1,667,175
[9730/2012 3 3,555,556 2.76%) $ 3,178 [ $ 1,675.353 |
[Test Year Depreciation 3 08,081

Per General Ledger | $ 3,555,557 3 93,334 [ $ 1,661,124
[Cedger Difference | 3 () 3 4,147 | 5 14,228 |
13-Month Average | § 3,553,710 s 98,081 | § 1,626,307
Average Per Filing | $ 3,553,711 S 93,334 | 1,614,854
[Difference M| 3 4,747 % 11,453 |
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Computation of Composite Rate Base

Adjusted J
Adusted Balance Expense 9 Balance @
@ 123109 Expense 2010 12/31/2010 mths. 2011 9/30/2011 Test Year 30-12

S 63672736 | S 33.141.36 ] CH0.868.72 | S 2485602 | 714.724.94 | § 33141361 S 747,866.10

b
1,013,087.47 8198124 |S  1,095068.71 | S 6148593 | § 1.156,554.64 S $2,073.74| 3 12386
[$ 248.646.66 80| 258,941.46 712110 |'S _ 266,662.56 | $ 10294.80 | $ 2769573
286,494, 36075218 31236700 | S 19.55439 5332, Ww%_ss 80 |S _ 358,630.19
b 2
A )
;
b

$157.854.00 57,854.00 | § S 157,854.00

SRl B nd et .t - Lalid

. 3 279,118.50 18 345.48 297,46398 ] § 13 ,7159.11 $  311,223.00 F-g ,345.48 .57

360588.00 S 35,500.08 | $ 40%,08808 42,310.63 444,398.71 | $_ 33,582.23 _; 477,980.94 | §_45.641.74 622.68
6,298. S - 3 X - 3 6,298. 3 - . 3 183. ,481.

02072703 | S 20585005 15 3.255.003.00 | 3 2127872313 3.308.351.10 | 5 10140568 1 3 3.020.76087 | 3 217350201 3 3.847,111.07

2.

Composite-Deprec. Exp. Divided by average plant. The 9 moaths are distorted because of the short period. Therefore used the 2010 rate until the test year.

Adjusted
Adusted Balance] Additions ] Adusted Balance Additions 9 Balance @

Wastewater Plant @ 123108 2009 @12/3109  JAdditions mon 12/31/2010 mth. 2011 9/30/2011 Test Year 9-30-12
Structures and Imp. 3 . - X . 0013 - 0013 - 13 3.082.00
Coll, Sewers - Force S 9952360018 - | m.oo 5 - I3 MT— S 995236008 - |8 995236.00]
361 il. Sewers - Gravity 3,692,850.00 | $_ - 692,850.00 | $ - |3 3692850018 - | S 3,692,850.00 | $_10,000.00 Z_'Ln 850.00
52 Special Collecting Str. $_ 411,793.00|$ - 41179300 |3 - 411,793.00 | 3 - 411,793.00 | § -_|S_ 411,793.00
363 Services to Customers 34900 | $ - |3 99134900 - 991,349.00 | $ - ﬂﬂ X 38295 | $ 1031,231.95
64 i 157,854.00 | - | 137,85400) 8 - |$ 1578540018 - |3 1578540018 -_|S_ 157,854.00
550,916.00 | $ - 550,916.00 | $ - S 550916.00$ T3 3509160018 ~ 1S 350916.00]
bing Equipm S 606715005 7105794 (S 677.71294 |3 107227.06| % 78500000 | $ 2929650 | S 81429659 | S 10.195.44 | 5 £24.492.03 ]
Plant Misc.Eq. S 6298.00[$ S 6.2080]3 |3 639800 S 6% 991014 | S 16217.14]
Average 7.000.021.73 T,158,131.40 7.820,830.82 7.885,205.08 |
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Finding 4: Working Capital

Audit Analysis: In its revised Schedule A-17, the Utility totaled the water and wastewater
accounts receivable from each ledger and allocated the total at 21% to water and 79% to
wastewater. Accounts receivable is related directly to revenue and is recorded separately for
each water and wastewater. The actual balances are more reflective of the balance than allocated
balances because of different rates for each water and wastewater and higher accounts receivable
in wastewater because of the difficulty to turn off accounts. In addition, staff’s balances were
slightly different than the Utility’s balances. The following schedule compares the two
methodologies:

Account 13-Month Average | 13-Month Average | Difference
Staff Schedule A-17
| Water Customer Accounts Receivable $ 564.46
[ Water Provision for Uncollectible $ (3,839.17)
(3,274.71)] $ 39,002.00 | $ (42,276.71)
Wastewater Customer Accounts Receivable | $ 309,575.80
| Wastewater Provision for Uncollectible $ (125,946.57)
Wastewater Other Accounts Receivable $ 4,322.92
187,052.15 | $ 146,723.00 | § 41,229.15

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

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

Effect on the Filing: Water working capital should be decreased by $42,277 (credit) and
wastewater working capital increased by $41,229.15 (debit).
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Finding 5: Adjustments to Net Operating Income Purchased Wastewater
Treatment

Audit Analysis: In Schedule B-3 of the MFRs, the Utility included an adjustment of $19,200 to
increase the cost of wastewater treatment to $4.77 per gallon paid to Pasco County for the
treatment of the wastewater. In its calculation of wastewater costs, the Utility compared the cost
of the actual test year gallons times the $4.77 current rate to the test year gallons times the rates
billed in the test year. However, there was an accrual which increased wastewater expense in the
test year of $25,266.17. The Utility has prepared a revised 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 expense to arrive at a revised increase of
$3,500. Therefore, the adjustment to wastewater Net Operating Income should be decreased by
$15,700. "

Effect on the General Ledger: There is no effect on the ledger.
Effect on the Filing: Wastewater Expenses should be decreased by $15,700 (credit).
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Finding 6: Adjustments to Net Operating Income-Annual Line Cleaning
Program

Audit Analysis: Schedule B-3 of the MFRs included an increase of $100,000 to wastewater
expenses 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 736-Contract
Services. The order removed $66,169 and $42,212 of these costs for a remaining balance of
$221,651. According to Schedule B-9 in that filing, $143,474 was included in Account 736-
Contract Service for inflow and infiltration repairs. = The $143,474 of line costs was not
removed in the order. Since the test year is supposed to be representative of future years, the
$221,651, would have been expected to continue occurring during the time the rates were 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-earn in these years in spite of the decreased costs due to higher
allocations of headquarter costs. ‘

In addition, the Utility has included $43,104 of costs in Account 736 in test year expenses 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 information
is being provided for the analyst’s review.

Effect on the General Ledger: There is no effect on the ledger.
Effect on the Filing: Provided for informational purposes only.
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Finding 7: Adjustment to Net Operating Income for New Bank Service

Audit Analysis: In Schedule B-3, Adjustments to Net Operating Income, the Utility increased
expenses by $4,893 for water and $17,992 for wastewater for bank charges related 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 the service. The average percentage of customers using this system for
December 2012 to February 2013 was 14.1% of the water customers and 11.2% of the
wastewater customers. However, the average percentage of customers of other utilities owned
by Ni America was 44.2% for the water customers and 50.7% for the wastewater customers
during the same period. In response to a staff request for support for the actual current costs to
provide this service, 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 adjustment.

Effect on the General Ledger: There is no effect on the ledger.
Effect on the Filing: Provided for informational purposes only.
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Finding 8: Wastewater Revenue Misclassified

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

Effect on the General Ledger: Since the ledger for September 30, 2012 is already closed, the
following entry should be made:

Account Account Name Debit Credit
215.00 [Retained Eamnings $ 1,679.42
141.00 jAccounts Receivable $ 1,679.42

Effect on the Filing: Wastewater revenue should be increased by $1,679.42 (credit).
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Gallons

| Acet Oct-11 | Nov-11 | Dec-11 | Jan-12 Feb-12 Mar-12 Apr-12 May-12 Jun-12 Jul-12Aup-12 Sep-12 Total
100004629 na na na - 3,000.00 | 8,000.00 ] 19,000.00 | 16,000.00 | 18,000.00 | 15,000.00 | 21,000.00 | 15,000.00 | 115,000.00
Jeooo0s501] 3,000.00 | 2,000.00 | 2,000.00 | 2,00000] 2,00000] 3,00000] 2,00000] 3,00000] 200000| 100000 11,00000] 2000.00] 3500000
Jooooas17] 2,000.00 | 1,000.00 | 1,000.00]| 2,000.00 ] 1,00000] 200000] 3,00000{ 200000] 1,000.00]| 1,000.00 - |na 16,000.00
loooosoos| 1,000.00 | 1,000.00 - 1,000.00 - 1,000.00 | 1,000.00] 1,00000] 1,000.00]| 1,000.00] 27,000.00 - 35,000.00
Joooos019] 3,000.00 | 2,000.00 | 2,000.00 | 4,000.00 ] 6,000.00 ]| 6,000.00]| 19,0600.00 | 10,000.00] 3,00000] 2,000.00] 3,00000] 2,00000] 62,000.00
|0000$809 na m . |na na na na na na 3,00000 ] 4,00000] 3,00000] 3,000.00| 13,000.00
| 9,000.00 | 6,000.00 | 5,000.00 | 9,000.00 | 12,000.00 | 20,000.00 | 44,000.00 | 32,600.60 ! 28,000.00 | 24,000.00 | 65,000.00 | 22,000.00 | 276,000.00
Revenue based on general service rates:
] Acet Oct-11 §| Nov-11 | Dec-11 | Jan-12 Feb-12 Mar-12 Apr-12 May-12 Jun-12 Jul-12Aug-12 Sep-12 Total
100004629] na na na $ 1891]|S 41.17]S 7827]S 159898 13763|$ 15247|$ 13021|$ 17473 |$ 13021|$ 1,023.49
Jooooosor}s 4117|s 33.75]s 33.75|s 3375|s 3375|s 4117]s 3375|s 41i17|S 3375|S 2633]|S 10053 s 3375|s 48662
Joooods17]s 337s|s 2633|s 2633|s 3375|s 2633]s 3375fs 4117]s 3375|S 2633 |$ 2633|S 1891 [na $  326.73
Joco0s005]s 10188 |$ 101.88]$ 94.46]|$ 101.88]S 94465 101.88]s 10188)s 101.88)S 101.88|S 101.88|S 294808 9446|s 1,393.22
fooooso19]s 41.17)s 33.25|s 3375|S 4859]s 6343)s 63438 150898 9311|s 41a7]|s 3375|s 4ia7]s 3375|s  686.96
J00005309] na na na na na na na na $ 4117]S 48598 4117 4107]8 17210
i $ 217978 19571 |S 18829 S 23688|S 259.14|S 31850]S 49658|S 407548 396.77|S 367.09|S 671.31]|S 333.34|S 4,080.12
Revenue based on residential service rates:
| Acct Oct-11 Nov-11 Dec-11 Jan-12 Feb-12 Mar-12 Apr-12 May-12 Jun-12 Jul-lZAut-ll Sep-12 Total
100004629{ na na na $ 189118 3757|% 68678 8L11|S 8i.11]S 8Li11|S 8L11}S 8LII|S 8LI1I|S 61181
[oooooso1}s 37.57|s 313s]s 3135]|s 313s]s 313s|s 3757|s 313s5)s 37.57|S 3135]s 2513|s suLi1|s 3135|s 43840
|000045|7 $ 3135|% 2513]8 2513|$ 3135)8 25138 3135|8 3757|8 3135})8 2513|$ 25.13|S 1891 na $ 30753
loooosoos|s 25.13|s 2513 ]s 1891 |s 25.43fs 1891]s 2513]s 25a3]s 2513]s 25.43]s 2513|s sLufs 1891]s 33888
joo00s019}s 37.57]s 3135)s 313s|s 43.79]s s623|s 5623{s Sa1|s sin]s 3757]s 3135]s 37575 3135]s  ss6.s8
}00005809 | na na na na na na na na $ 37157]s 43.19]s 3757|s 37.57|$ 156.50
| S 1316215 11296 |3 106.74 |S 15053 |S 169.19 ]S 21895|S 25627|S 25627|S 23786]S 231.64|S 337.38|S 20029]|S 2,409.70
1,679.42
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Finding 9: Contractor Payments

Audit Analysis: The monthly fee charged by Florida Utility Group KBHS was higher in 2011
than in 2012. The Utility did not prepare an adjustment to reduce expenses on Schedule B-3 for
accounts 634 and 734 Contract Services. The adjustment is calculated as follows:

Water Wastewater

Monthly Fee at 9/30/12 $ 3,114.00] 8 14,000.00
Yearly Cost Based on Current Rate $ 37,368.00 | $ 168,000.00
Amount Charged During Test Year $ 37,926.00 | $_170,053.00
Decrease to Expenses $ (558.00)| $ (2,053.00)

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

Effect on the Filing: Water expenses should be decreased by $558 (credit) and wastewater by
$2,053 (credit).
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Finding 10: Wastewater Expense Reconciliation to Ledger

Audit Analysis: Schedule B-6 of the MFRs reported “Total Annual” expense of $242,838, for
Account 775-Miscellaneous Expense. The ledger had the following sub-accounts for Account

775:

Schedule B-12 of the MFRs showed a reduction to the affiliate charges that was not in the ledger
of $6,460. This reduces the $247,661.42 to $241,201.42.

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

Account Amount
Telephone $ 3,252.81
F(ﬁlce Supplies $ 190.00
Affiliate Charges $ 244.218.61
$ 247,661.42

| Amount
|General Ledger $ 247,661.41
Adjustment on B-12 $ (6,460.00)
Net Account 775 based on Ledger and B-12 $ 241,201.41
Per B-6 $ 242,838.00
B-6 Overstated (1,636.59)

Effect on the General Ledger: There is no effect on the ledger.
Effect on the Filing: Wastewater expenses should be reduced by $1,636.58.
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Finding 11: Possible Non-Recurring Expenses

Audit Analysis: There were two amounts charged to wastewater expenses that may not be re-
occurring. Account 731-Contract Services Engineering included $3,158.92 for engineering costs
on a project related to Plaza 19 that will not be completed. The second was for $5,147.78 for
hurricane preparedness for Tropical Storm Isaac. These costs are probably not re-occurring and
should be amortized 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.

Effect on the General Ledger: There is no effect on the ledger.
Effect on the Filing: Wastewater expenses should be reduced by $6,228 (credit).
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Finding 12: Wastewater Expense Adjustments

Audit Analysis: Wastewater expenses included some minor items that should be adjusted.

Account 710-Purchased 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 expenses in the test year for this meter were $82.71.

Effect on the General Ledger: There is no effect on the ledger.
Effect on the Filing: Wastewater expenses should be reduced by $182.71 ($100 + $82.71).
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Exhibits

Exhibit 1: Rate Base

Schadule of Woter Rate Baso Florids Public Service Commission
Company: Ni Floride, LLC Schodule: A-1 Revised 4-17-13
Docket No.: 130010-W8 Pagetolt
Test Year Endod: Septamber 30, 2012 Proparer: Doneld J. Clayton, P.8.
interin | ) Final 0Q .
- Explanation: Provide the ealcutation of average rate beso for the test yesr, showing el adjustments. Al non-used snd uscfil ems
should be ceporiad a3 Plint Held For Future Use. — —
m 2) ()] (L) [L8
Aversge Amount 3 Adjusted
Lino Per Uiy uthty Supporting
No. Descrption Sos _Adusimerts Sumnco  __Schetulels)
1 Uttty Péant in Service $ 515,626 $ . $ 515828 AS
2
3 Uity Lend & Land Rights - . R AS
4
§ Lass: Non-Used & Usaltl Plant - - - AT
8
7 Conatruction Work in Progress . . - NA
[}
9 Less: Accurmaisted Depreciation 20840 - 239,840 A9
10 . :
3]
12
13 Less: CIAC 110,778 - 110,779 A12
" }
18 Accumuisted Amortization of CIAC 110,79 - 110,779 M4
10
014 Acquisiion Adjustmonts 12628 T2082) A - A3
18
19 Advances For Construction . - - A16
20
21 Working Capital Allowance 26038 - 28,038 AT
2
-] Yotsl Rets Bese $ 1014443 § (N2828) $ 301918
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Schoduls of Westeweter Rale Base

Company: 10 Florida, LLC
Docket No.: 130010W8

Test Yoar Ended: Saplarbor 30, 2012
interim { ) FinalPQ

Florkia Public Sarvice Commisslon

Schedude: A2 Rovisod 4-17-12
.-, Pagatoft
+  Proparer: Donsid J. Clayton, PE.

Expianation: Provido Se calculetion of averago rate base for the test year, showtng ol adfustments. All nonvsed and usehd ltems
Should be sported o6 Plent Hold For Future Usp,

32

m ) @ ) ®
Average Amous Ad Adusted : ' |

Lino Per Uty Uity Supporting
o _Desotpton Books  _Agumonts __ Beance  _Schedtels)
1 Uiy Piant tn Service $ 7080000 $ §77800 B § 0443881 AJAS
2
3 Uity Lsnd & Land Righls 0513 . 0513 A8
4
[ ] Less: Non-Used & Useful Plant - . . AT
0
7 Construction Work tn Prograss 10,510 (10810) C . A3
] .
] Less: Accumutated Depreciation 747514 - 3747514 A0
10
"
"%

.13 Less: CIAC 3,583,111 3,585,711 M2
i 1)
15 Accurmsated Amortization of CIAC (1.014,054) (1.614,834) M
16
7 Actuisition Adjustments 3500814 A (3.500814) A - M
 J
19  Advances For Construction . . - Mo
)
21 Wordng Capliel Allowance 489,400 - _44% AT?
2
- Total Rote Base $ 0250025 § (3.002,824) $ 3260,202




Exhibit 2: Net Operating Income

Schaduls of Wolar Net Opersting income

Company: i Florids, LLC
Docket No: 1300108

Scheduls Yoer Ended: Septamber 30, 2012
It [} Pl 0

Hisoric [ or Projected { |

Schedule: B-1 Revised 41713

Pagetoft

Praparer; Donald J, Clayion, PE.

Explanation Provide the caloulefion of net aperating incoms for the test yesz, umai-mmommmcmmmmwmm
addional sthedule showing 8 description and calcuiefion of cherge.

M

" @ ® @ ) ®
Balance Uty gy Requested Requestad

1) Per Test year Adusted Reverue Amual Supporting
Wo. Desciption Books  _ Adustmonts TotYowr  _ Adusiment Rovews  _ Schedues
1 OPERATING REVENUES § 83 § $ WM §  RES W B4BI
2
3 Operton & Meintenence 218743 UM () w128 a1 (0 408 85,89
4
§  Oeprecisfon, netof CIAC Amort 16738 678 BB 1483
§
T Anorizaon .
8
9 Taxes Other Than income Taxes 1085 105 241 (0} 1347 B1583
19
11 Provision for income Taxes - ¢1,83
2
1 OPERATNG EXPENSES W ww MW W e
“
15 NETOPERATING INCOME $ @8 m “s_ms gm ELEEA&
]
”
10 RATEBASE g 1&;«3 $ [ﬂﬂ $ mm L_A&
19
2
a Q0% L15% 801%

RATE OF RETURN
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Schadid o Viastowater et Oparaing lncome ' Forda Public Senvico Comrission

Company: NI Florks, LLC Schodule: B-2 Revised 41713
DockatNo.: 130010-WS Pege 1011

Schedule Yoar Endod: Soptember 30, 2012 Preperer; Doneld J. Clayton, PE.
intarkn {] Final (%)

Hisiorks [ or Projocied | }

Explanstion: Provide e calculation of net cperating tncome for S tast yeer. If mortization (L& 7)is retated 1o any amount other then an acquisitien adiustment, submit an
addonal schedie showing 8 descrition and caleulation of charge.

m @ o U] ] ® m

Balance Uy L Requesiod Raquosted

Une Per Tostysor Ajmied Revene Aol Supporting

No. . Descriplon Bods  _Adustmens = TestYew _ Adustment _ Revenue  _ Schoduks

1 OPERATING REVENUES $ 83 8 - S VA1 S M6 § 2080851  B4,B3

2

3 Operston & Mainienance 131278 3085 A 153 503C 457244 8483

4

5 Depreciotion, notof CIAC Amor. a4m . 2040 . 120477 614,83

(

7 Amofzton 1058 . 10,583 . 10553  Footnote 4

8

9 TaxsOter Then Incoms Taxes 48728 - %8128 151 0 101907  B15,83

10

11 Provision for income Teres . - - - - 4,83

12

% OPERATINGEXPENSES WSS Mems  _ AmeOm 2o s ..

“ p

5 NETOPERATIN DOOME SR 8 tews 3 e S sem 3 M@

°

1w

18 RATEBASE $ _QMas § QoRes § 282

®

2

21 RATEOFRETURN 148% A% a01%

2 ,

23 4/ Amoritzation of doferred mantanence expense pes FPSC onder in Docket No. 090182-3U.
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Exhibit 3: Capital Structure

Schedule of Requested Cost of Caphtal
13-Month Average Balance

Company: NI Florida, LLC
Doclket No.: 130010-WS

Test Year Endod: September 30, 2012
Schedule Year Endad: September 30, 2012
Historio P{ or Projected ( )

Intertm { ) or Rinal PQ

Fodda Public Service Commission

Schddule: D-1 Revised 4-17-13
Psge 10f 1
Preparer: Donald J. Cloyton, P.E.

Subsidiary [C) or Consolidated [ )

: Provide a schedule which caiculstes the requastad Cost of Capital on @ 13-month average basis. if a year-end
year-end calcutations.

Explanstion:
basis Is used, submit an addiional schedule reReciing

(V) @) <)) @ ®)
Raconclied 1o
Line Requested Rate Base
No. Class of Caphai 13-Month Ratlo CostRats _ _Welghted Cost _
1 Long Term Debt $ 1.1149028 31.30% 4.84% 1.82%
2 Short Term dobt - 0.00% 0.00% 0.00%
3 Preforred stock - 0.00% 0.00% 0.00%
4 Common Equlty 24357093 68.61% 0.48% 8.40%
[} Customer Deposits - 0.00% 6.00% 0.00%
[ ] Tax Crodits - Zgro Cost - 0.00% 0.00% 0.00%
7 Tax Cred!ts - Weighted Cost - 0.00% 0.00% 0.00%
8 Accunniiated Deferred income Tax - 0.00% 0.00% 0.00%
8 Sl . YTy 6.00% 0.00%
1 Tow S 232200 ___10000% —

Supporting Schedules: D-2
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