
r 

KIMQRAN DUK 

February 9. 1999 ORIGINAL 

TO: DIVISION OF UCOIU>S AND UPOII.TING 

FROM : DlVlSION OF AUDITING AND FIJWfCIAL ANALYSIS (VANDIVER.) oJ 
II.E : DOCX8T NO 981265-SU • HAOli!MDA Vlu.AC! OTlLITl!S, INC. 

A11DIT R.EPOilT • CEaTinCATI taA.NSF!Il - AS OF OCTOBER 8, 1998 
AUDIT CONTROL NO. 98-313·2-1 

The above-referenc.cl au.clit: report ta forvarcled . Audit exception& docwaent 
c!Aiv1acioM froa tbe Unifoi'II Syatea of Accounte, C~1 .. 1on rule or orcler, 
SttJf Ac!:O\IIltill3 Bllllltin and IIMrally ac:ceptld accOIIJlt11l3 pr1ru:1plll . Alld1t 
dl1cloaurea abov lnforaatioo that .. y ltofluence the c!Aic hion proce .. . 

The audit vee prepared uaina a aicro ca.puear and baa been r ecorded on one 
dlllutcte. The clilltet:u uy be reviewed uaina IBM coapetible equlpaenc end 
LOTUS 1-2-3 •oftware. There are no conflcleneial vorklns papera eaaociated 
vich ebb eudtc. 

Pleaae forward a coapleea copy of tbb audit report to : 

lt.c1en4a Ville&• Udliti.ea, Inc. 
Sa. Hache• 
6939 Hechea Drive 
Pore ll.lchay , FL 34668-1398 

DNV/ap 
Attechaent 
cc: Le&al Sarvieea 

Dlvbion of Auditln& and Financial AMlyah (DevlinfCeu.ueewt/ 
Fila Yolcler) 

Divtaton of Wet:er end Waataveter (JobMon) 
Taape D1•tr1et Office (KcFberaon) 

a. .. earcb and R.eplat:ory R.ev1ev (Harvey ) 
Office of Public Co~el 

00CU1'1[ NT NIIHBER-OAT[ 

"lJ:~lJl.:lt£8 I 0 ~ 

fPSC - RfCOROSiREPORTIHG 

, 



FLORIDA PUBLIC SERVICE COMMISSION 

!DIVISION OF AUDITING AND FINANCIAL ANALYSIS 
BUREAU Oll AUDITING 

TAMPA DISTRICT OFFICE 

HACIENDA VILLAGE VTILJTIES, INC. 

•CERTIJliCA TE TRANSFER 

AS OF OCTO~!l 8, 1998 

DOCKET NO. 911165-SU 

AaclUMaaaaer 



TABLE OF CONTENTS 

I. AUDITOR'S .REPORT PACE 

PU'RPOSE .............. - ........ - ...................... ............................................................ ............... 1 

DlSCLAIM PUBUC USE.·-··········· ........•........................................................................... 1 

OPIN10N .......................................................................... ~ ............................................... I 

SUMMARY OF SlONIFICANT FINDINGS ..................................................................... 2 

SUMMARY OF SIGNIFICANT PROCEDURES ........................................................... .2 

D. DISCLOSURES 

I. Non-ReauJatioo of Hacienda Village Utilities loe.'s Water System ....................... ) 

2. Plant and Land Accounta ....................................................................................... .4 

3. Aec:umulated Deprcci.non. .................................................................................... s 

4. ClAC ....................................................................................................................... 6 

S. Acqu.iJition Adjustment/Allocation ofPutclwc Price. .......................................... ? 

m. EXHmm 

Rate Base ................................................... ........................................................... ............... 8 



r 
I 

I . 

DMSION OF AUDITING AND FINANCIAL ANALYSIS 
AUDITOR'S REPORT 

JANUARY 10, 1999 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES 

We have applied the procedura dcxnllcd latet i.n this report to prepare aod audlt a schedule of 
WasteWater Rate 8uc u of Odobcr 8, 1998 for Hacienda Village Utilities, Inc.'s petition for 
tm:n.sfer of Certificate No. 28S-S; FPSC Docket 981265-SU. Tbctc is no confidemtial lnformation 
IS!OCiated with this audit 

This is an intemalaccounlina report prepared after performing a limited scope audit. Accordingly, 
this report should not be relied upon for any purpose except to assist the CommiJSlon staff in the 
pcrfoi'III&UCe of lbeir duties. S\lbatantialldditional wort. would have to be performed to satisfy 
generally acceptccl aud.itina ltUidards and produce audited financial statements for public UJe. 

In our opinion, the ICbcdule referred to above presents fairly, in all material respects, the utility's 
books aod rcconta wblch were DOt ma1ntalncd in cooformlty with the lloCCOWlting practices pracribcd 
by the Florida Public Service Commlulon. The attached fltldings discuss all differences and other 
matters which were noted durina our examinAtion. 



SUMMARY OF SIGNmCANT Ji'INDINGS 

Rat.e base balaoces autborizJed In FPSC Order No. 93-0375-FOr..SU wa-c not reflected on the 
utility's books and records. The utility does not maintain its books and recorda In w nfonnity with 
the NARUC Uniform S)'ltCm of Accounts as required by Rule 25-lO.IIS, Florida .\dminl.stnuive 
Code and by FPSC Order No. 93-0375-FOF..SU. The utility wu not using guideline depreciation 
rates as required by Rule 25-30.140, Florida Adml.nimalive Code. A $35,000 plant addition 
recorded in 1996 wu not IUppOf1cd by any substantiating documentation. 

SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit wu petformcd by exazninin& on a test basis, cenaln transac1ions and eccount balances 
which we believe ~ tufficient to base our opinion. Our examination dld not entail a complete 
review of aU finaocitl 11'1m11Ct10111 of the company. Our more imponant audit procedures ~ 
summarized below. The fo!Jowina definitions apply wben used in this report: 

Compiled- The exhibit amounu wae ftlCODcitcd with 1he general !.edger, and BCCOunts were !C8Mcd 
for em>r or inconsiatency. 

ConfinDed· Evic!ential.matter tuppOitina an account balance, transaction, or other information was 
obtained directly from an independent third party. 

Verify· The item wu tatcd for .a:uracy, and subswniatina documentation was c1tamincd. 

RATE BASE: Compilod liCCOWit bel•ncea for utility plant in sczvice, contributions in aid of 
constructio.o (CIAC), eceumulatcd depreciation and accumulatod amortization ofCIAC from June 
30, 1992. £nmirwt supportina documentation for all plant additions since JWIC: 30, I 992. 
Computed depreciation of plant and amortization ofCJAC from June 30, 1992 through October 8, 
1998 as provided for iD Rule 25-30.140, Florida Admini.st.rative Code. 

OTHER: Confilmed ownenb.lp of utility property by cbec.ldng land recorda at cbe Pasco County 
counbouse. Vaiiicd that utility was usina approved rates and service availability charges. Inquired 
as to whether any assets on the seller' a books were not being transferred. 

2 



Dbclo1ure Nc.. 1 

Subject: NoD·Ilepladon of Hac:ienda Village Utilities, Inc. ' • Wattr Syttem 

Statement olFact: Chapter l67.022(S), Florida Statutes, specifically exempts " landlords 
providin& aervic:e lO their t.cDallts without specific compensation for the service" from reguhstion 
by the PubUc Service Commission as a utility. Currently, the PSC only regulates the wastewater 
side of Hacienda Villqe Utilities, loc. 

OplDioa: Hlcieoda ViU. Utilities, Inc. provides water and wastewater service lO its tenants of 
the Hacienda ViJ.1aae Mobllo Home Parle. In addition, the utility provides wastewater service for 
approxim41cly 46 other bouacs in a residential area adjacent lO the mobile home p&Jt. Because 
the utility provides Wlltt .ervice eolcly to its tenants without specific compensation, the water 
side of the utility ia exempt from PSC reautatioo by this stlltUte. However, because the utility 
provides wastewater aervice lO tenants and non-tenants alike, it is not similarly exempted from 
PSC rcgulatlon by the above-mentio.ncd statute. 

Co.nduioD: This information is provided to belp explain the regulatory relationship that existS 
bctwccn the PSC aDd Hacienda Vlll118C Utilities. ln.c. 
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Dbcloaure No. l 

Subject: Plut ud Lud Accoub 

Statcmeut of Fact: The Commission eet me hue for the utility afu:r a SUiff asmted rate c:a.-.e wilh 
FPSC Order No. 93-0375-FOF-SU, issued Mlrcb 11, 1993. ThiJ order determined wastewater plant 
and land to total $355,373 ($311 ,931+$43,442). The utility did not adjust its boola and records to 
reflect tbe required rate base. The utility bas recorded two plant additions since then, ooe in 1994 
for $575 and ooe in 1996 for $35,000. The utility bas not had any land lldditJons. 

Opln ion: Doc.t•mentarioo supported the $575 plant addition in 1994. The utility was unable to 
provide suppon for the $35,000 ldditioo. It sbould not be included in rate base. 

The utility docs not maintain its boola and records In conformity with the; NARUC Unifonn System 
of AGCOunts as required by Rule 25-30.115, Florida Administrative Code, and by FPSC Order No. 
93.03 75-FOF-SU. 1'berc II'C two main pOOlems. F'mt, all of the utility's assets., except for the 1994 
$515 addition, are recorded In ooc acncralledaer 8CCOUIU· 212. Second, the utility's plant should 
be tUOrdcd at ori&inaJ COlt when piKed in Jer\lice as required by the prior FPSC Order. GtmeroJ 
ledger account 212 bas a $535,000 account balance. This amount reflects the $500,000 price paid 
for the utility in 1992 plus tbe unsubstantiated 1996 $35,000 addition. In ita annual reports, the 
utility simply allocates 25% ($125,000) of the purc.basc price to the unregulated water system e.nd 
75% ($375,000) oftbe price to the wutrWiter l)'llem. 

CoaeluJoa: TI.e utility's plant and land ICCOunts should be adjusted to reflect the balances 
epproved by the Commlssioo with FPSC Order No. 93.0375-FOF-SU, issued March 11, 1993. 

The utility's appli<:atioo fot triDICer of its wutewaler certificate included proJX*id rate base figures 
as ofDccembct31, 1997 baled on ita 1997annuali report. Tbere was no activity in the plant or land 
accolilllts from that date throuab the closiq.luaasfer date of October 8, 1998. A summary of the 
proposed adjustments follows: 

Plant in Service per Utility's 1997 Annual Report 
Less: Unsupportod 1996 plant addition 
Less: Adjustment for 1992 purclwc prlc:e marlcu;p 
Reclassify: Land included In Plant acc:ount 

Plant in Savice Per auditor 
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($35,000) 
($ 19,627) 
($43,442) 

$410,575 

($98.()69) 
$312.506 



Dildosure No. 3 

Subject: Accumulated DepredatJoa 

Stattmtut of Fact: Hacienda VilJaie UtiUtic:s.lne. did not adjust its boob and records to reflect 
the rate base set by the comm.issioo foiJowina a Iliff us!Jted rate cue with FPSC Order No. n-
0375-FOF-SU. The utility bas not bcencleprec1atina plant UJina auidellne rates as n:qu!Jed by Rule 
25-30. 140, Florida Administrative Code. 

Oplnlo a and Couctusloa: The utility's boob and .records rcOect iDcorrcct plant balances beina 
depreciated at incorrect rates. The accumulated depreciation accounts have been recalculated usina 
approved rates aod bal•nus 

The utility's application for a•llf'u ofits watewaJer ccr1ificate includoJ proposed rate base fiiaures 
as of Ocean bet 31, 1997. The followiaa ,-efloc:ts propoted lllljustmcntsto accumulated depreciation 
~unts. It alJo sbowsldditiCiftllaccumulatioa of deprecialion through the elosingltraNfer dale 
of October 8, 1998. A summary of the propoiOCI adjustments followr. 

Accumulated depreciation per utillty@ 12131/97: 
Rccalcula.tion of aooumulatcd depreciatlon with eotrect plmt ballltiCC3 
per prior order aod usina pide1ine r.ta: 

Accumulated clqmclation per PSC@ 12/31197: 
Additional accumulated deprec:iatlon 12131197-10108198: 
Accumulated depreciation per PSC @ 1()108198: 

($ 155,693) 

($! 7.134) 

($ 172,827) 
($8.90D 

($!8!,7Ji) 



Dbclosure No. 4 

Subject: CIAC 

Statement of Fact: Hacienda VUlqc Udli.tles. Inc. does not maintain any CJAC or related 
amortization of ClAC accounts. FPSC Order No. 93.037S·FOF.SU, lJsued Much II, 1993 set 
balances of CIA C. ICCWilulatcd IIDOJ'tizlldon of CIAC and service availability charaes to be used 
for new Une connections. 

Opi.Dioo and Conduloa: 1"beft wu one new Une connection in 1992, five In 1993 and one in 
1998 prior to the c:losiJliltmns(er dlr.e of~ a. 1998. The: foUowina ldji.ISimctlts an: proposed: 

CIAC Pet FPSC Order No. 93.0375-FOF.SU 
Six connections @ $700 per COODCCtion 
CIAC per PSC@ 12131197 

One connection ill 1998 @ S700 per coaocc;tion 
CIAC per PSC @ 10101198 

Amortization ofClAC Per FPSC Order No. 93.037S-FOP-SU 
Remove averqina ldjUIImenl fiom order 
Amortization ofCIAC 6130192-12131197 usina composite I"'IC 

Amortization ofCIAC per PSC@ 12/ll/97 

Amortization ofCIAC !2131197-10101198 usiQa composite rate 
Amortization ofClAC per PSC @ 10101198 
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($30,364) 
C$4,200> 

($34,S64) 

(1Wl 
CS3S,264> 

$9,5 IS 
$784 

$10997 
$21,296 

$1 019 
S22.J!S 
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DiscJO'RR No. 5 

Subjet\t: Ac.quhlttoa Adjutmcat/Alloadoa ofPardaue Price 

Statemcat ofF act: Hadeud& Villlae U1ilitlcs, Inc. (Seller) sold its assets 10 Hacienda Utilities, Ltd. 
(Buyer) on October 8, 1998 for $100,000. Audited wastewater rate buc on October 8, 1998 i.s 
$161,265. Una.udllcd water oet rue bue per the utility's annual repon on December 31, 1997 is 
$73,686. 

Opl.aloa ud CoaehWo1t: No 1dtcmpt was lllldc to allocate the excess or the purchue price or the 
utility over the net rue buc. Nonnally,such amounts would be recorded In Account 114, Ulillty 
Plant Acquisition Adjustmeats. Tbc qtalion would then be wbethcr to include tho acquisition 
adjustment in ratc bue. The Deeded compulations would be cotnJ:Iicated ~by the fact that only 
the wasteWIIer s1de of the Ulil.i1y is rqJUIIIcd. Tbc ~tion adjustment would need 10 be aiJocated 
between the water IJld wutew~ter lides of the utility. This could only be done after a dollar amount 
was allocated to the Wiler side of the utility for the purchase of its assets. Bcc:au.se we have not 
audited the water side of the utillty, u ~~tempt 10 malce thcle alloc:ations would 10 aJarae extent be 
arnitruy IJld tbereforewu not clooe. Baldcl, there are no extraotdlnary circumstances reprding 
the pun:base that would justify an acquililion ldjUJimentiO rate base and the Buyer spcciJiicaJJy 
stated in its appUc:a&ion for transfer of its wastewa1er certiJjcatc that It was not seeking an acquisition 
adjustment. 
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Commwionen. 
JoE GMOA, CIWAMAH 
J. TfM y O!A50tl 
SUSAN F. CVJut 
Juw. II.. Joi!NSON 
E. U:ON JACOJU, J~. 

Sam Hacbem, President 
Hacienda VillJBC Utilities, Inc. 
6939 Hachem Drive 
Port Richey, Florida 34668-1398 

STATE OF FLoRIDA 

February I 0, 1999 

Re: Docket No. 981265 • SU • Hac:i.end& VUiqe Utilities, Inc. 
Audit Report - Cen:ificee Trmsfer • M of October 8, 1991 
Aydit ConbPI ! 98-3 13-2-J 

Dear Mr. Hachem: 

Dn-.or.......,.Aa.a-..
BWKAS. BAYO 
DIIU!CTOII 
~"Ol 41J-6no 

The encloted audit report iJ forwarded for your ~ew. Any company respoD!C filed with 
this office withi.o ten ( I 0) work days of the above c:uc will be forwarded for consideration by the 

staff analyst in the prq'Cation of I n:corrunenc!atlon for this c:ase. 

Thank you for your c:oopetltion. 

BSB/abf 
Enclosure 

Sincerely, 

cc: Division of Auditmd flnlnc:i•l Analysi.l 
John Wharton, Elquite 

C.-.rrrAL ClaCI..I <>rriCc CI:Hn.a •U4t IIRINAU 0A& 8oi/U:VAJlD • TAJ.UKAJ~U. I"Llllft.OISO 
,........,Adle • ..,.Oee .....,. ~-

,_..,_c_ · · w-~ •-'---"""• -·'• 


	2-15 No. - 3501
	2-15 No. - 3502
	2-15 No. - 3503
	2-15 No. - 3504
	2-15 No. - 3505
	2-15 No. - 3506
	2-15 No. - 3507
	2-15 No. - 3508
	2-15 No. - 3509
	2-15 No. - 3510
	2-15 No. - 3511
	2-15 No. - 3512



