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DMSION OF AUDmNG AND FINANCIAl. ANAI.VSIS 

AliDITOR'S REPORT 

AUGUST ll, 1991 

·m: r U>RIDA PUBUC SERVICE COMMISSION AND 011lER JNn:RESTED PARTIES 

We~ applied lbc procedure~ delc:nbed la1et tn lhts reponto prepare the KCOmpan)'lnt: 
schedules of Rate Base, Net ()perauna Income:. and Capttal Sttuc:1llre for the h1S10ncal 12-monlh 
penod endod June 30, 1991, for Ouoe OfO\.-e Estates, Inc: These schcdulo were prepared b) the 
auduor as put of the utihty'a petJt.aon for a Staff Assisted Rile Cue m Dodd No 980nb-WU 

There 1\ no oonfJdcnrial mformanon ISIOCWcd with lh1s aucht. and there are no audu JWT m1nont) 
OpiniOI\S 

Th1s IS an mtemal ~~118 report prcparcd after petfonmng a hm1tcd scope audt1 
Accordmafy, this document must not be rehod upon for any purpo5e e'tcc:pc to &Mist the 
CommlSSIOfl staff in tbe pcrfonnancc of their dulles Substantial additional ~\)r\ would have to be: 
performed to saltsf}- genetally accepted audluna lllandartb and produce aud1ted financ1al statc:mcnl!. 
for pt•bhc use 

In our optniOfl, tbe IChcdules rcfcrrod to above present fauly, 10 all matcnali"C:SpCX:ts, the 
Ullhty's boob and rcc«ds, I'I\IJntaJoed 10 conform1ty With accounung prKtlc~s prescnbed by the 
Flonda Pubhc Sernce CommtJSlOO. The c:xpn:sscd optruon eXltnd:s only 10 the s..-op:: of work 
described 10 this report. Tbe lttiChcd ftndJnBS discuss all chtTcrcnccs and other mattc:n ~h1ch ~c:re 
noted dunng our c:ummahoo 
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SliM MARY OF SIGNIFICANT FINDINGS 

The uuhry collecu a S30 00 deposit from ttl e~Utomcrs and doc1 not pa) mtercst on the dc:poltb 

Rate base wu adjUSICd to rcccncde wtth pn<M' Commi&Ston Orders, tncl'elUed for capttal Item~ that 

Yo ere expensed pet boots. anJ rcduceti for unsupported plant addtUOI'Il 

SUMMARY OF SIGNIFICANT PROCI:DliRES 

Our aucht was performed by C1Wntntng. on a test ba5ts, certam trtlllSICI!O~ and •~count 

balances whteb we believe arc sufftctent to base our optnton Ow c:ummauon did not entaJI a 

complete revw:w of all 6IWlCIII tlllnaCUOos of the company Our mote tmpofUIIt aucht procedure~ 

arc surnmii'IJOd below. The followtna dcftntttons apply wben used m tlus repon 

Co•piled - The exhibit amounts were rcc~led ~1th the genmal ledger. and accoWll! were 

SCIMed for enor or tnc:onsitlcncy. 

Re-v~wed - The exhtbtt llOOUIIlS were rt<'.>nctled wtth the genenlledgef The genenJ ledger 

IICCOWll balances were traoed to subsidiary 1~. ond selecttve ~Miyucal revtcw proced~ were 

applied. 

Vtriry- Tbe item was tcs1Cd for ICCU11C)', and substantiating documentation was eurmned 

AATF BASE: Plepal'cda scbedule (rom annual repons and compclcd ICCOIJnl balances for lJuht~· 

Plant-tn-Sc:Moe (UP'tS). ContnbutionJ-tn-Atd-of -Construction ( CIAC), &cewnulated depreciation. 

and accwnulal.ed amoruzation ofCIAC from December 31. 1980 Rcconctled rate blue balances 

authorized m Commtuton Order No 10535, tswcd 1-20-32 to December 31. 1980 annual repon 

Reviewed f<M' CIAC addittorls. Calculated WOfkmg capttal 1Uill8 ono<ighth of operation and 

mamtena.oce expenses Cakulatcd accumulated dc:prectlllon Computed amomzauon of CIAC 

usmg PSC authorized rates 

NET OPERAT G INCOME: Camp led w1rty revenue and opcra110n and 11'11111tcnanceecoounu 

f<M' the pcnod ended June 30, 1998. Chose 1 Judgmental sample of customer btlls and recalcull'tcd 

usma FPSC approwd I'IIICS R~ operation and ITWIIIallnCe expenses and eumtned tn~-oices 

<M' otha supporttna documenWlon Recalculated dc:pr«tatton expense Venficd toxes other than 

tncome 

CAPITAL SlllUCT\JJlE: Complied compooenb of the: capttal stn..."1ures for the prn<>d ended 

June 30. 1998 

- 'I -
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E1ceptioa No. 1 

Subject! rta•t·Ut-Semct 

Sblteeeet of Feet Plantm Service wu last dctemuncd by FPSC as of9-30-80. F?S(. Ordef 

No 10535 usucd em 1·20-&2 rccommcndcd 8dJUS1mcnts 10 plant totalma S3,716 HO"-'e'er. Dllue 

Grove Estatet hu not made tbc rococnmcndcd ld.J~.~StmCntJ. 

The U'lllny was~ 10 provide mvorces and supporting docurnenlltlon for all plant addtuons 

and ~ 10 ab1ity p&anl iuemce from January I, 1981 throuah June 30. 1998 The uuhty 

was unable to provide invorc:es or other supporona docurnenblllon to substantiate plant addtuons 

totahng $12,496 rec:ordod tn Its boob from January I. 1987 to December 31, 1994 The utrlity 

claimed that the gas chlonnation equipment malfunctioned and destroyed lhetr records 

Acwniin&ID the: wility ollioer, all major addnions ~ d\IC: to the following. ( I) Convcnton from 

gas chlorine to liquid chlorine, (2) a new hydtotank at well No 2, (3) a new submersible pump at 

well No 3. and (4) DEP ordered that the well t=.l at well No 3 be enclosed wtth a weather bamer 

Per the Nauona.l Auocwion of Relulatoty Ullhty CommiSSIOnen (NARUC), Regulauoos to 

OoYcm the ~of Recorda of clas C Wat~:r Uuhbcs, Genc:raJ rnstrucuom 2 (B) ltll(-0 MAll 

books of accounts. f.OFther witb m:onb and memoranda supportrng the cncnes thm:tn, shall be 

kept in such a rrwmer as to support fully the facts perla.IDllli to such entncs •· 

The company capitali21:d S400 c:unputer 10ftwate rn 1996 

R.eco•aeedatioll: Tbc utiUty should tOCieae IICCOUIIl p::4) Suuctura and lmprovernertts by 

S3,811, Rduce IICCOUIJt (330) Dis:n'buhoo R.cservotr by $2,712, and mcn:ase account (347) Oth« 

Mtsc. Eqaipmeot by $2,61710 record PSC recommended 8dJustmcnlS as contatned rn Order No 

10535, 

The auditor tQhteed Plant tn Service by S 12,196 ($ 12.496 + S400) for the unsupported plant 

addluons wtthout ISSOCiatcd plant reurements and the computer software wtuch should ha\e tx-en 

expcn9Cd Audit staff defers to the analyst and the Cf18Jnc:er as to the reasonableness of these: plant 

addtttons. 

MJ-
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t:utpdoa No. l 

Sabj«t: Cutoaer DqlolltJ 

Statetaeat of Feet: The uubty collcc:tl a $30 00 deposit from 1ts c:ustomcn end docs not pay 
• ntuest on the c:usaomcr depositS 

Flonda Admmutranve Code No 25-30.311(4) states, - (a) Each Ullbly wtucb rcqwres deposits to 
be made by Its c:us10merS shall pay a mm1mum interesl on suc:h deposits of 6 peteent per annum 

(b) The dcposrt 10teresl shall be sunple 11'1tCI'est rn all cues and settlement shall be made 
annually. c1ther in cash or by c:red11 on the c:UI'T"ell1 b1ll ThtJ docs not proh1b11 &n) pubhc: uuluy 
pa)'lng a h1gber ra1.e of 10teresl tban rcqwnd by ttus rule." 

R«o••cadatloll: The utJhty abould be rcqwred 10 pay 6 pc:n:ent annwo~ 1ntm:st on customer 
deposits. 

-·-
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Statt:autt of Fact: Rule 25-30 140 FAC establishes the useful hfe of deptcclable wets for Class 

C uu hues effectlve Mareh 22, 1914 Prior to this date, the FPSC approved rate was 2 S~o 

Subsccoon 4 (b) IWCS MAll claa C utihttes shall maantaan deprec11t1on rates and I"C!.Cn'C Ill tty 

data by t.otal depreciable plant. function or accou.ntos JnSCT!bed by th1s commiSSIOn " 

Dc:prcc~auon expense and eccum.ulatioa of deprectaoon ~ recompcrted by the audltor from the 

last raiC ux as cmblishcd by \he mmm•ssaon (FPSC Order No 10535 Issued 1·20·82 for Dtluc 

Grove Estates Wiler ~)'Stan) The~ (2.S%) as prescnbed by the FVSC order was used tl\rouih 

6-3()..97 The rates u pcesaibcd by Rule 25-30.140 FAC for class C ullhlles ~'Cte used for the test 

period. 

Aeoo-c 1 t dla: 1be utJhty did noc use the CommwiOI'I ~ rates an dctcnnarunl! the 

deprcclllion ofils dq:Rciable a:uets Audit salT 5UlppCd deprcc1attng the mdivlduolassctaccou.nts 

that became f:.J~y dc:pceo:talcd 

l:l.elow ts the auditor's recomputed dcpectatton expense for the test year and the accumulated 

depreciation. 

Balance I :r Utdlty 
Balanoc:c Per Audit 
Difference 

Eapcue 
1,073 

.2Jil 
1,068 

A «llE 

48,730 
l1..lli 
10,981 

The llblnysboWd be~ to follow the rules as prescnbed by 2S-30 140 FAC for deprcelllllon 

exoense and accumulated deprecll1 oo. Accept auditor's computed amount for rat· makang 

pul'JlOSQ 

-~-
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En:eptlott No. • 

Sabjed: Coatribodoa 1.8 Aid )fCoutntdJoa (CIAC) 

Sute•eat of Fact: FPSC Order No 10535 1s.sued 1-20-82 established ClAC and Accumulated 

AmortiDilOfl ofCIAC as of9-30-80 to be $9,680 and S3.9S3 n::spcct1vely These am01nts were not 

recorded in the utility books and RICOrds 

In June 1998, the utility recorded $663., CIAC for the C051 of I new hne conn«tiOO me 
comsponchna debit WitS to Accounts Receivable Tlus eddiuon had not been pa~d for and the cost 

was not n-corded sn Plant to Service 

Aeco...&IU.: The audi1Dr Alrted with the t.1ance of CIAC and accumulated amon•uuon of 
CIAC per PSC Order, used PSC authonzed ,.,e of 2 S percent for 1981 · 1997, and apphed the 

annual composite depreciation ra1e of3.U petCCid derwed from 1998 depcciation tehcdules for 

the lest penod 

Balance per ulihty 
Balance per audit 
Di ffcrenc.e 

C1AC 
663 

lQ.Hl 
9,680 

ACCl.JM 
0 

aMl 
8.468 

TI:ST YR 
AMORTl 

0 

ru 
401 

The Ublrty should ldjiiSl its boob_, rdlea FPSC appro~ed amounts for CIAC and amon11allon as 

sbownabove 

The utility should also inc:n:.uc account (331) Trunsmts.s•on & D•st Mams by $663 to reOectlhe 

cost of the connection 

-----
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Suhjtct: Opcradoa ud MAI•taaa.ec Expeuc 

Statnattlt or Fea: The uttlit) rccotdcd $30,297 u <.:ootn~c~ual Services fOf the 12 month pcnod 

endmg June 30, 1998 

op.ioe: Out oftbe $30,297 •ceotdcd u ContrKtual Setvices, SS,92S were tap1tal ttems made uv 
or Pumping Eqwpmenl ($239), Dimbution Rcxrvoirs ($4,136), Transmt&SIOO and DiSl Mains 

(S 1,075), Metcn and Meters lnst•llaricm ($475~ 

Also, meludcd in Cootrlcltunl Services were water testing expense of S2,130 The tests are 
conducted every three years Tbcrcff"lfe, we removed two tbu'lls of thc$c costs 

We also removed from Conl:raetual Servica $290 out of period expenses and added S 1,420 or test 
year expenses that bad noc been rOCOidcd u or June 30. 1998 

~doe: The followtna ldjustments wm made by staff to correct all m1sclus•ficauon.s 

made to opctat•on and nwntcnanee expense ICCOW1t 

Out or penod erp:nses 
Pcnod expemes noted 

lteau to be apha.liud 
Pumpmg Eqwpment 
Distnbuuon Re:setVOin 
Transm1JSion and Dist. Mains 
Met::rs and Metet installations 

Others ( 113 or expeNCS •ncurred every 3 yrs > 

( 290) 
1482 

( 239) 
( 1,136) 
( 1,07S) 
( 17,S) 

The utiltty should be required to record all capilli hems abo\le 

_.,_ 

1.192 

( 5,92S) 
' 1,420) 

( 6,153) 

.J 
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Sabject: Tucs OtHr Tlau l..eoet 

Stau.e.t oiFid: The wlrty included alate fihoa fcc of$67 for 1997 Wlg1ble personal propcny 

we.s •n T~XCJ Other Than Income 

Abo. !he company lt()Qidcd $170 IS RqulaiOJy ~~Fee for the: test penod ended June: 30. 

1998 The total moenue rccordod for the penod wu S27 .159 

~- s ht._: The audi1or uiCicacd thc: Rcgulauwy assessment fee ofSi70 by S352 to a 101al 

of$1,222 (Tocal Revenue of$27,159 X .045) Taxes Other Thanlocome 'o'-'U abo reduced b} S67 

to reflect thc: lrtc fitina fee 

-··-
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Dilclosu re No. I 

Sabjed: Lud 

SUI~t ofFIId:: Dixie~ &cates. Inc. owocs the land on which all uuhty plantts sttuatcd 
Land. in the IIIDOUIIl of $1,211 was originally ~orded m unlity books. In 1995. the uultty ~ld pan 
of the land and Rlduccd the value by $1 ,000 leaVIng a btllance of $211 m tl5 bookl 

RecoauDntdadoll: Accqll $211 as the value of utility land for rate: making purposes 

-9-
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Dbclonre No. 1 

Sabject: Capital Strvchre/Related hrty Traasacdons. 

StaUSDalt of Fact: Dixie Orovc Estates, Inc. has a nepllvt retatncd earrunss be.l&n«. All 1081l.! 
in the capttalltnll:t\n are from the ownen and prevtOUJ ownm or the ullhty. Interest on the loans 
is accrued every month. The utility is not malong payments on th<: pnncipal or the interest 

Below are the delails oftbe loans. 

F W Potter 
J F Potter 
M A Potter 

T o&al u @ 6130198 

lntcn:st Rau; 

8% 
12.S% 
gy, 

Loon Raloncc; 

s 9,378 
Sl 2.636 
s 2.6n 

$24.69 1 

Recommeadatioa: Since the retained earnings balance is negauve. the utility's cap• sal structure 
is I 00% debt. 'The auditor de fen to the anal)')t as to lhe treatment of the loans. 

-10-
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Dbdonre No. J 

Sabj«t: PropoMJCI New SabMnlbk WtU 

StaUIDtnt of Fact: Dixie OroYt Eales, Inc submitted an estimated cost of capital 1mprovemenu 
of $8,000 to $10,000. lbe estimated amount 1s the cost of providms the ~1gn. pcnrut. nnd 
constNCtJOO of a new submersible well to replace the pumping cqu1pmcnt at well No 2 wh1cb IS 
currently not in usc. The utility bu three wells. Only one of the wells IS currently U5e<l and useful 

RtocoDl•taclat ... : Staff defers to the OIVISIOO of Water and Wastewater IS to the cost or the 
Improvement. 

-11-
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SCHEDULES FORST AFF ASSISTED RA TF. BASE 

DIXIE GROVE ESTATES. INC. 
DOCKET NO. 980716-WU 

r.ATE BASE· WATER 
TEST YEAR ENDED 06130198 

(b) (c) 

EXHJBlf I 

(d) (c) 

OfSCBTWO.N PER AUDIT REFER PER 
BOOKS UCEP. TO AUDI~ 

~198 1&'.10.'98 

--
UTlLITY PLANT IN SERVICE n.ns 3,716 I 55.133 

( 12,896) I 
663 ~ 

5,925 s 

LA~'D 211 0 211 

PLANT HELD fOR fUTURE USE 0 0 0 

ClAC (663) (9,680) 4 (10.343) 

AMORTIZATION OF ClAC 0 8.468 4 8,461 

ACCUMULATED DEPRECIATION (48,730) 10,981 3 (37,7~9) 

WORKING CAPITAL 0 6,0U (I) 6,015 

--
TOTAL 8,543 13,191 21,735 ---- ~ ~~ ~ 

(2) All IIDOUI1IS rauodcd to the ~ whole dolW' 

. 12· 
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SCHEDULES FOR ST AFI' ASSlSTEO RATE BASE 

DOOE OllOVE ESTATES, INC 
DOCKET NO 980726-WU 

NET OPERATING INCOME · WATER 
Tl!ST YEAR ENDED 061301'98 

(I) (2) 
BALANCE AUDIT 

PER BOOKS EXCEPTION 
DESCRIPTION 06130198 ADJUST 

OPERA TTNG REVENUES 27,1S9 0 

---·--
OPERA TTNG EXPENSES 

OPERA TTON AND MAINTENANCE EXPENSE ~.273 (b. I SJ) 

DEPRECJA TION BXPI!NSE 1,073 1,068 

AMORTIZATION EXPENSE 0 (401) 

TAXES OTHER THAN INCOME 3.987 284 

T01 AL OPERA TlNG EXPENSES S9,333 (S.202) 

NET OPE.RATINO INCOME/LOSS (32,174) (5.202) 

· I l-

EXHIBIT II 

(3) (4) 

R~fer AUDIThD 
10 B"I.ANCE 

27.1S9 

---·--""-

s 48,120 

) 2.141 

4 (401) 

(> 4,271 

·---~ 

s-4.13 I 

(2b.972) 



DESCRIPTION 

COMMON EQUITY (A) 

COMMON STOCK 

RETAINED EARN 

PO IN CAPITAL 

VTOE8T·FWP 

VT OEBT·JFP 

VTOEBT·MAP 

(a) (b) 

DIXIE GROVE ESTATES. INC 
DOCKET 98()726..W\J 

CAPITAL STRUCTURE 
AS OF JUNE 30, 11198 

{C) {d) {a) 
I BAlANCE I IWANCE I SIMPlE I AUOIT I BALANCE I 

(f) 
StMPL£ I 

I PERTIB I PERTIB IAVERAGEIAOJUST-IPERAUDtTI AVERAGE I 
I 008f30197 I Q06I3MI8 I PER T/8 I MENTS I QOei30t98 I PER AUDIT I 

I I 
I 11,187 1 (17.807)1 (3,306)1 Of {17.807)1 (3.306)1 

I I I I I 
I 10.000 1 10.000 1 10.000 I I 10 000 1 10.000 1 

I I I I I 
I 1,187 1 (27.807)1 {13,305)1 I (27.807)1 (13 305)1 

I I I I I 
I 01 OJ 01 Cl 01 0 

I I I 
I 
I 

I 8,1815 I a,37S I 9.2n 1 I 9378 1 9,272 I 
l 

I 4.788 I 12.11315 I 8,702 1 OJ 12,838 1 a,702 1 
I I I I I I I 
I 1.000 I 2.8771 1,83e I I 2.877 I 1.838 I 
I I I I I I I 

CUSTOMER DEPOSITS I 1,1"5 1 1,-408 I 1,27& 1 I 1,400 I 1,2181 
I I I I I I I 

OTHER I I I I I 01 01 
I I I I I I I 

TOTAL 27,278 a.ao 17,783 0 8,2$10 17,783 
s-..s ....,..-=-r:r--=-: a:a:u:::aw -=-:a'C'SXW'! -==---...., 

ReqUncl Footnoeu. 

(1) Audit lldjustmenll dO not lnduda eudil ~ 
(2) EQUJ!y c:oat based on FPSC Ordaf No 97-08110-FOf-WS laluecll!l101'97 

·14-

----, 

EXHIBIT Itt 

(g) {rl) (I} 
I COST I WEIGHTED I 

RATIO I RATE I COSTOf I 
I I CAPITAL I 

0.~ I 10 ...,._ I 0~ 

I I I • I I I 

52 14~ I 8.00"A I 41~ 

48 113~ I 12.~ I 81~ 

I 
10.34~ 1 8.00"A I 0~ 

I 
7 1716 1 &OOOA I 0~1 

I I I 
0.~1 0.~1 o.~ I 

I I I • 118.119'15 11~ 



Comml.ulooen: 
JUI.J.\ L JoHNSON, Clwuwl 
J. TWI.Y~ 

SUSAI4 !F. CUIJ: 
JOEGucv. 
E. [ .EQoj JAroiiS, JJL 

• 

Judsoo F. Potter, President 
Dixie Grove Estates, l.oc. 
POSl Office Box 845 

STATE OP FLoRIDA 

September 10, 1998 

New Port Richey, Florida 34656-0845 

Rt: Doc:lcet No. 9110726 • WU • Dixie: Grove E5ultes, Inc. 

• 
OMI<Ot< 0# ltl:CoiWo " Aualon>o() 
Ouw· As. BAYO 
DIUcTolt 
(150)41)-6770 

Audit Report· Staff-assisted Ralt Cue • !Period Ended JWle 30. 1998 
A!!djt Control If 98-I 96-2 ·l 

Dear Mr. Potter: 

The enclosed audit repon is forwarded for your review. Any company response filed with 
this office within len (10) wodt days of the above case wiU be forwank:d for considenuion by the 
staff analyst i. the ~oo of a RlCOmiDCildation for this ca.se. 

Thank you for your coopedlion. 

BSB!abf 
Enclosun: 
cc: Public CoUDJel · 

Sincerely, 

~.·;;;. ,6, ~ 

Division of Audit and rll!AliCilll Analysis 

CAI'ITAI.CiliCU 0rna Clln"Dl·l~ SllliNAaD OAK 8otii.&VAIUI • T AJJ.AIIASSU. I'L3~ 
A•~A~o,p..·~~ ,....s-m. em at · w~~ .......,.£....&~ r -t'Wc•M..A.• 
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