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I. Executive Sumaary 

AUDIT PURPOSE: We have examined the books and 
recorda ot the utility per the procedures 
descri9ed in Section II of this report for the 
test year ending November 30, 1990 in support of 
Docket Nuaber 910118-WU. Further, the books and 
the records of the utility were examined to 
deteraine compliance with Commission directives and 
to disclose any transactions or events which may 
influence Commission decision. 

SCOPE LIMITATION: During the course ot the audit 
it vas discovered that the original cost records 
of Aqua Pure Water Company, serving both Evergreen 
Water Plant and Peppertree Water Plant, were not 
available. However, the company submitted 
original cost studies for both water plants that 
had not been approved by the Commission. 
Therefore, Plant in Service, Accumulated 
Depreciation, and Amortization of CIAC could not be 
established. 

AUDIT EXIT CONFERENCE: The Audit Exit Conference 
was held April 12, 1991. 

CONFIDENTIAL MATERIAL: There is no confidential 
aaterial associated with this report. 

DISCLAIM PUBLIC USE: This is an internal accounting 
report prepared after performing a limited scope 
audit; accordingly, this document must not be 
relied upon for any purpose except to assist the 
co .. ission staff in the performance of their 
duties. Substantial additional work would have to 
be pertoraed to satisfy generally accepted 
auditing standards and produce audited financial 
statements tor public use. 

OPINION: Subject to the Scope Limitation, Audit 
Exceptions 1 and 2 and the procedures described in 
Section ti, the company books and records for test 
year ending November 30, 1990, are not maintained 
in compliance with Commission directives . 

SUMMARY FINDINGS: 

The company expensed $1,343 in plant additions on 
their federal income tax returns. 

The books and records are not maintained i n 
compliance with NARUC, Class c, accounting 
instructions, item 2.8.: General Records. 
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II. Audit Scope 

Thi• report is baaed on the audit work described below. 

PLANT IN SERVICE: Toured the two water plants. 

Obtained contracts for the purchasing and selling of the 
tbe two water plants. 

SCheduled plant additions from 1982 to November 30, 
1990. 

Verified that the utility owned the land. 

C'IAC: Scanned the co•pany•s tax returns from 1981 to 
1989 for expensed property. 

Obtained a copy of the check and settlement agreement 
pertaining to the abandonment of Evergreen Water Plant. 

Scanned the company's development agreements, annual 
reports, and billing ledger for CIAC amounts. 

Scheduled CIAC uaount from 1982 to November 30, 1990. 

OTHER: Deterained the amounts that the utility charges 
for rates, ••rvice availability, miscellaneous and 
deposita . 

Obtained an agreement between the u t ility and Rolling 
Greens Utility to provide temporary service to Aqua Pure 
water C011p&Jly. 

Obtained the utility's chart of accounts. 
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AUDIT EXCEPTION NO. 1 

SUBJECT: EXPENSED PLANT IN SERVICE 

STATEMENT OF PACTS: Florida Administrative Code (F . A.C.) 
Rule 2S-30.570 provides that Contributions in Aid of 
construction (CIAC) will be imputed for assets expensed 
tor tax purposes. The utility expensed $1,343 of plant 
additions associated with the water plant . The itemized 
aaounta are as listed below: 

YEAR 

1983 

1986 

ITEM 

Water Meters 

Water Meters 

Total: 

AMOUNT 

$ 343 

1,000 

$1,343 

AUDITOR OPINION AND CONCLUSION: Since the utility fully 
recovered the cost of these items for tax purposes, an 
equal a.ount of CIAC should be added. 

RBCOMMINDATION: Direct the utility to increase CIAC in 
the above aJtOunts. 

COMPANY COMMENTS: The company may respond at a later 
date. 
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AUDIT EXCEPTION NO. 2 

SUBJECT: COMPANY 1 S BOOKS AND RECORDS 

STATEMENT OF FAcrs: The co•pany could not establish 
the original coat of their water systems, Evergreen and 
Peppertr... Per NARUC, (National Association of 
Regulatory Utility Commissioners), accounting 
Instructions 2. B. 

All books of accounts, together with records and 
aeaoranda supporting the entries therein, shall 
be kept in such a manner as to support fully the 
facta pertaining to such entries. The books and 
recorda referred to herein include not only the 
accounting records in a limited technical sense, 
but also all other records, reports, 
oorr-pondence, invoice•, memoranda and 
inforaation useful in determining the facts 
reqardinq a transaction. 

AUDITOR 'OPINION AND CONCLUSION: Due to the above, the 
utility's books and records are not in accordance with 
lfARUC. 

RECOMMENDATION: Direct the utility to maintain its books 
and recorda in accordance with NARUC. 

OOKPANY COMMENTS: The company may respond at a later 
date. 
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AUDIT DISCLOSURE NO. 1 

SUBJBCT: LITIGATION SBTTLEMBNT 

STATBIUift OF FACT: On DeceJiber 22, 1989, a litigation 
.. ttl~t vaa reached between Aqua Pure Water Company 
and Killer Bnterpriaea, Inc. (Bandy Way Food Store). 
Tbe .. ttleaent waa tor $109,022.90 due to a gasoline 
atoraqe tank at Handy Way contaminating Aqua Pure water 
ca.p&ny'a vella at Everqreen Subdivision. 

Tbe followinG is a breakdown of the expenses associated 
with the aettl-ent. 

Settl..ent Aaount 

OWner'• B•tiaated expenaes: 

Teating of new water system 

Purchaaing of water until 
new ayatea caae on line 

Coat ot teating old system 
tor qaaoline 

Audited expenaea: 

Attorn~y'a Peea 

Balance: 

$109,022.90 

1,200 

7,200 

2,000 (10,400 . 00) 

(14,842.38) 

$ 83,780.52 

SiDce the old vella at Everqreen subdivision were 
cont.ainated, tbe owner purchaaed a new water plant at 
Peppertree aubcUviaion and interconnected the old and 
the DeW~- ~e plant at Bverqreen subdi vision vas 
at.ndoDed. '!be aettl~t aqreeae.nt stipulated that 
tbe co.t of the abandoJ11Mlllt of the Evergreen water 
plant vas to be borne by Miller Enterprises . Inc. 

a.puy OOIIIDTS: The coapany may respond at a later 
date. 
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AUDIT DISCLOSURE NO. 2 

StJBJBCT: PLANT IN SERVICE NOT TRANSFERRED 

STATBKBNT OF FACTS: Some of the plant additions that 
were added in 1989, did not transfer to the new owner 
of the utility. The items that did not transfer are as 
follows. 

1989 

1989 

Deak and Chair 

Typewriter 

Total: 

AMOUNT 

$ 200 

286 

$ 486 

AUDIT OPINION AND CONCLUSION: Since the item did not 
transfer to the new owner, they should be removed from 
plant in service . 

COMPANY RESPONSE~ Company may respond at a later date. 
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DBSCJUPTION 

U11TILY PLANT IN SERVICE 

LAND/NON DBPRBCIABI.B ASSETS 

PLANT IIBLD FOR PU'J'UitE USB 

C. I. A. C. 

C.W.LP. ~ 

ACCUMULATED DBPRECIATION 

AMOR11ZATION - C. I. A. C. 

WORICINO CAPITAL 

TOTALS 

FOOTNOTES: 

Aqua Pure Water Compeny 
Certificate of Tnaafer 
RATE BASE BALANCES- WATER 
TEST YEAR ENDED 11130190 

(a) (b) 
BALANCE AUDIT 

PER BOOKS EXCEPTIONS 
011/30190 

(1) $0 

(1) 0 

0 0 

(49,2SO) (1,343) 

0 0 

(1) 0 

(1) 0 

N/A 0 

(1) ($1 ,343) 

(1) Amouala will be determiaed by an orgioal e<»t 1tudy approved 
by DivisUID of Water aod Sewer. 
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EXHIBIT 1 

(c) 
BALANCE 

PER AUDIT 
@11130190 

(1) 

(1) 

0 

E-1 (SO,S93) 

0 

(1) 

(1) 

N/A 

(1) 




