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EJecutive Saauu ry 

Audit PurpoK: We have applied tho procedures dc:scnbcd in Sccuon II of thlS report to audat the 
oppcndcd liChcdulc ofRncc Base in wppon ofDocke'I970762·WU. Certaficate Transfer. for Harbor 
Lakes Water Systems. Inc., as <lf November 30, 1996. The race bue schedule is updated from the 
November 30, 1996 closure date 10 a calendar year-end closing at December J I, 1996 The last dll) 
of field worlc was September 26, 1997 

Dilclalm Pubtlc tiK: This is an internal accountmg repon ~ after ~rfonnmK 11 ltm!le<! 
sco~ audit. Accordingly, this document must not be: relied upon for any purpose except to a.ssast 
the Commission staff in the perfonnance of their duues. Substanual addauonal work wJuld have 
to be perfonncd to satisfy generally ac:cepced auditing standards and producr audited financial 
statements for publjc use. 

Opiolon: The appended exhibit for Harbor La);es Waccr Systcrru. Inc . prepared by Regulatory 
Consult:ants, Inc .. as of November 30, I 996, represents Utility books and record$ mamlluncd m 
substantial compliance with Commission directives The expressed opimons extend only to the 
scope of work described in Section n of this repon 

Summary Flndlnp: 

No rate base was set by Charlotte County in any previous rate proceeding. 

The Utility was sold to NHC Utilities effective I lfJ0/96. The balances of rate base were audited 
DS of that date and were advanced one month to 12/J 1/96 tn order to provide a calendar-year end 
date 

Plant property valued at S I ,842 was added by audttor to plant m service 
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n Alldlt Scope 

The opinions contained in thi1 rcpon are based on the audit wo~ dcscrabcd below Whc:n ~in 
this report, COMPILED means that audlt work includes 

COMPILED - Means that the audlt staff rcconctled cxhtbit amounts With the seneral ledger, 
Vlsuaily scanned IOCOUiltS for error or inconsistency; dtscloscd any unresolved error. irregulanty or 
tnconsistency; and except as otherwise noted performed no other audll .... -ork 

------------------------------------------------ -- -----
RATE BASE: Analyzed net rate base calt;ulated by the Utility consultant, Regulatory Consuhants. 
Inc. (RCI). Analyzed wpporting documentation for plant additions anJ reuremcnl5 AIUllvzcd 
accumulalcd depn:ciation. Analyzed Contributions In Aod of Construction <CIAC) Calculated 
amortization of ClAC. BI"O\Ight all rate base balances forward to 121311% Rcc:onctled rate ba5c 
between the general lodget and the RCI presentation 

OllfER: Performed llllllytJcal review of rate base balances m annual n:pon compared to rate case 
consulwu as 1 pert of &DCSSing the level of audit n sk and as 1 gutdc to audit mvesttga.rton of rnJc 
base balances. 
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AUDIT DISCLOSURE NO. I 
SUBJECT: Plant In Service 

STATEMENT OF FACF: The 1996 annual report beJ.ance of plant in service was $804,224 The 
Utility's Certificate Transfer application pn:pnrcd by Regulatory Consultants. Inc . {RCl) presented 
a plant tn service total of SSS9,829. General ledgen support the annual rcpon plant balance 

AUDIT OPINION: The Utility is a wakT system only. However. 11 paid for construcuon of 
wi\Stewater lines connecting its customers to an adjoining wastewater utihty These hnes cost 
S I I 8.468 and should be treated as non-Utility assets Additionally. S 125,927 of plant add111ons 
could not be support.cd by invoices or cancelled checks. A ~ew of I 996 cxprJiditurcs revealed 
that a computer and printer costing S I ,842 had been expensed. This office equipment should be 
added to plant im service. 

Plant in Service per Oen. Ledger: 
Remove Non-Water Assets: 
Remove unsupported transactions: 
Tota.l of Differences 
Plant an Sc!Vlce per RCI: 
Audit Adjustment 
Balance per Audit@ 11130196 and 12131/96: 

Amounts 

($118,468) 
CS!2S 927) 

Th!A!s 
$804,224 

C$244 39Sl 
SSS9.829 

$! 842 
SS61 671 

CONCLUSION: No additions to Plant in Scrv!ce wen: made during December. 1996. Therefore. 
t.hc balance of Plant in Service as of I 1130~ and 12131196 should be $561,671.00. The purchaser. 
NHC Utilities. SIS oftbc ctosina date. should have rccordcd the following utility plant. add1t1ons 

Acctll Account Title Amount 

302 
309 
309 
320 
330 
333 
335 
340 

340 

F ranehise Cost.s 
Supply Mains (Line Const) 
Supply Mains (Master Meter) 
Treatment Plant. (Capy Fees) 
Water Truns/Distr Lines 
Services 
Hydtunts 
Other Plant-Office Equip 
Total per RCI 
Office Equip-(Amputcn(Audit. Adj) 
Total per Audit 
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8,065 
216,n6 

3.276 
155,4 12 
129,830 
33.275 
9.935 
3260 

SS9,829 
1.&42 

S6! 671 



AUDIT DISCLOSURE NO.l 

SUBJECT: Accumulated Deprectation 

Sf A TEMENT O F FACT: The Utility Slated the be lance of accumulated dcprccaauon •n Its 1996 
annual report to be $379,333. The Utility alJo showed the use of double dechmng-balancc and 
Accelerated Cost Rccovety System dqnc:iation methods. The certiflc:ate applu:.ltion pn:pa.rer, 
Regulatory Consultants, Inc., (RCI), used straJgbt-hnc deprcx:iauon methods 10 us c:alculauon of 
llCCUillulatcd deprccialioo for the Utility ralC base. RCI also used a balance of plant 10 )Crvtce whtch 
was ne1 of non-watc:1 utility plant and wuupported transactions. (See Audit D1sc losurc No I ) 

AUDIT OPINION: Accumulated [)eprccl&llo:l a1 11130196 should be increased by S I S4 to account 
for the: depreciation of additional plant1We1s descnbcd 10 Audn Dtsclosurc: No I Ar. lddtuonal 
month of depreciation expense of S 1,527 would be n:q'llred to adjust the balanc: to year-end 

Amount 
Adtustmcnts· (Drl ("r 

Balance of Accum. Depr. Per Annual Report S379,3J3 

AdJustment to depreciation by RCI· 1$207 731\ 

Balance of Accwn. Depr @ 11130196 per F;IIOg $171 ,602 

Deprectallon on additional plant· I ~4 

Audited Amount of Accum. Depr @ 11130196 Sl7t.n6 

Dcprcctatton Expense for December, 1996: I 527 

Audited balance @ 12131196: SlZJ 28j 

AUDIT CONCLUSION: The balance of Accumulated Dc:prectallon as of 12/J 1/96 should be 
s 173,283 
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AUDIT DISCLOSURE NO. 3 

SUBJECT: Contributions In Aid ofConstruct1on (CiAC) 

STATEMENT OF FACT: CIAC was not mcludcxl in the Utility 's 1996 annual rcpon 
Regulatory Consultams Inc., (RCI) included (S I 02,221) as CIAC in the Utiluy rutc base RCI nlso 
calculated CIAC amortization of$16,1S7 at 11 130/96 .. 

AUDIT OPINION: Auditor documented and tested the ogrce:ments and amounts supporting the 
balaooe of CIAC and found them to be reasonable. Auditor recalculated CIAC arnon ization nnd 
found it to be accurate. Auditor also carried ClAC amonization forward to 1213 1196 to prov1dc a 
calendar-year ending balance of S 16,460, or an addition of$303 to the amomzation balanC'.: 

AUDIT CONCLUSION: The balance .>f CIAC and 1ts amortization as of 1213 1196 should be 
($ 102,221) and S 16,460 respectively. 



mmc::a:nnnn:e.Ea~::r.~.::s-~a:r=r-•·==~=-==---=-=:~:c=nrr=rr-r=-·--~ 

Hosbor Laku WaiM Syttem&-Oki970762·WU 
Cenmcale Transfer Audit 
Rete BaM at Time of Trans1er 
AI al 11/3Ml6 end 121311911 

:a:a:c;a-e:;c ..,. cc~~~s:ra::::.a::::.z..::=:..:::.s::::=-= ===--===-= 

AJ!. ol 121311911: BaJanoe Adjustments 8elence Audll 8814nce Yeat Balanco 
Rata Base per AnnUal from Report perFik'lg Adjo.m. Auc11! per Audit End per Au<llt 

Component Report 10 Filing G 111301116 Ref. A~tmonta C I 1130196 Adjustments C 12/31/116 

Plant Ill SoMCe 804.224 (244,l95) 55G.829 0-1 1.842 561.671 0 56t .e7t 

Lend 0 0 0 0 0 0 0 

CWlP 0 0 0 0 0 0 0 

Accum()epr (37i,333) 207.731 (171.602) 0·2 (154) (171,'(56) (1 ,52n (173.283) 

CIAC 0 (102.221 ) (102,221) 0-3 0 (1 02 ,221} 0 (102,221} 

CIAC Am011 0 16,157 16,157 0-3 0 16,157 303 16.460 

WOOl. Cap (1) 0 0 0 0 0 0 0 

Total 424.891 (122.ne> 302,183 1,688 303.851 (1 224) 302.627 

Required Footnotes: 
(1) WOI1dng Capital Ia not rliQUlrlld In a C«ttllcata TIWlsfer audit 
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tlublit l»ttbia (:ommi.ssion 

Mr. Ed Maslanka 
Harbor Lakes Water Systems, Inc. 
Post 01'lioe Box 27088 
El Jobean. Florida 33927-7088 

October 24, 1997 

Re: Docket No. 970762-WU - Harbor Lakes Water Systems. Inc. 
Certificate Transfer Audit Report - Period Ended December 31 . 1997 
Audij Control f 97-218-2-2 

Dear Mr. Maslanka: 

The enclosed audit report Is forwarded for your review. Any company response 
filed with this office within ten (10) work days of the above date Will be forwarded for 
consideration by the staff anal'yat in the preparation of a recommendation for this case. 

Thank you for your cooperation 

KF/cls 
Enclosure 
cc Public Counsel 

Regulmory Consultants. Inc 

Sincerely, 

Kay Flynn 
Chief, Bureau of Records 
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