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Re: Docket No.: 070695-WS; Miles Grant Water and Sewer Company 

2007 General Rate Increase Application 
Our File No. 30057.149 w 

Dear Ms. Cole: 

Enclosed for filing in the above-referenced docket is the response of Miles Grant 
Water and Sewer Company to Staffs audit report dated June 27, 2008. 

Feel free to contact us if you have any questions or concems. 

Very truly yours, 
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- Rick Durham, Regional Vice President for Operations (w/enclosures) u 

4. COM 

GCL a:& !%$%y, Chief Regulatory Officer (w/enclosures) 
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OPc - Patrick C. Flynn, Regional Director (w/enclosures) u '3 * __ Ms. Deborah Swain (w/enclosures) 
ssc - Mr. Frank Seidman (w/enclosures) 
SGA - 
CLK 

Mr. Jared Deason, Division of Economic Regulation (w/encs.) (via hand delivery) 
Ms. Sonica Bruce, Division of Economic Regulation (w/encs.) (via haddelivery) 
J.R. Kelly, Esquire, Office of Public Counsel (w/enclosures) *M- - 
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MILES GRANT WATER AND SEWER COMPANY 

TEST YEAR ENDED JUNE 30,2007 
RESPONSE TO AUDIT REPORT 

Audit Finding No. 1 

The Company disagrees with Audit Finding No. 1 and believes that the Commission ordered adjustments 
proposed by the Audit Staff are unnecessary. While the Company did book these adjustments in October 
of 2007, as mentioned in the audit, the Company’s further review has proven that the Commission 
ordered adjustments in Docket No. 890981-WS were actually booked to the Company’s general ledger in 
1989. In effect, the adjustments have been booked twice. Therefore, the adjustments made in October of 
2007 should be reversed, and no adjustment to the Company’s books or filing is required. 

DOCKET NO. 070695-WS 

Audit Finding No. 2 

Please see attached audit request documentation from 1989 through June 30,2007 and the roll forward of 
plant and depreciation since 06/30/1987 calculated in the response to Audit Finding No. 3. Please note 
that documentation for Item No. 49 is unavailable. However, Patrick Flynn, Regional Director of Florida 
Operations noted that Audit and Commission Staff (including accountants and engineers) have been to the 
Miles Grant wastewater treatment plant and have noted that this plant is in service and still benefiting 
customers. In addition, the plan that was drawn in the late 1980s explaining the magnitude of this project 
still exists today, and is available for review. Therefore, the Company believes it is proper to keep the net 
amount of this plant in rate base. The net amount, as of June 30,2007, is approximately $30,000. 

Audit Finding No. 3 

The Company’s response to Audit Finding No. 3 is  a roll forward of plant, accumulated depreciation, and 
depreciation expense since 06/30/1987. The Company has accounted for (and corrected) incorrect 
depreciation rates, class of asset depreciation, and the removal of any audited plant items (referenced in 
Audit Finding No. 2) that could not be located. This roll forward essentially allows the Company and 
Commission Staff to calculate depreciation on all plant items remaining in service as of June 30, 2007. 
Contrary to the audit report, the Company believes that by creating this roll forward, depreciation can be 
calculated on the plant items in service. 

Audit Finding No. 4 

The depreciation roll forward provided by the Company in response to Audit Finding No. 3 includes the 
depreciation effect for the transfer of these assets. The effect of these July 1987 transfers as of 06/30/07 
is -0-, due to the fact that these assets were categorized as sewage treatment plant, and sewage treatment 
plant has an 18 year life. The span of 20 years between 1987 and 2007 proves full depreciation. 

Audit Finding No. 5 

The Company agrees with Audit Finding No. 5 .  However, please note that no breakdown of these 
invoices was received by the Company from the Audit Staff, even upon request. Therefore, the Company 
does not know to which plant account these invoices were originally booked. As a result, these invoices 

DOCUMENT NO. DATE 



have not been removed from the net additions to utility plant in service in regard to the depreciation roll 
forward in Audit Finding No. 3. If the Audit Staff can provide a detailed list showing which plant 
accounts are affected in which years, the Company can easily revise its depreciation roll forward. 

Audit Finding No. 6 

The Company does not fully understand the Audit Staffs inability to review the Company’s capital 
structure. The Audit Staff notes that it has received Utilities, Inc.’s capital structure for 2006 and 2007, 
which are the years needed to perform an audit of long term debt, short term debt, and stockholders’ 
equity. In addition, the Audit Staff also states that they have traced the Company’s accumulated deferred 
income taxes, tax credits, and customer deposits to the Company’s filing. As all components of the 
Company’s capital structure have been received, the Company is unclear as to the nature of this audit 
finding. The Company will be happy to re-provide any documentation to the analysts upon request. 

Audit Finding No. 7 

The Company agrees with Audit Finding No. 7 on its removal of $3,120 from plant. The depreciation roll 
forward in Audit Finding No. 3 has been adjusted to remove $3,120 from lift stations net additions in 
2003. However, please note that the Audit Finding has a misstatement, and that the effect on the filing is 
actually attributable to wastewater rather than water, since lift stations are a wastewater account. In 
addition, the Company cannot tie out the depreciation removal in this Audit Finding. The Company has 
calculated the depreciation removal at the lift station rate of 4.00% this year, using a % year convention in 
the first year. 

Audit Finding No. 8 

The Company disagrees with Audit Finding No. 9 and believes that the Commission ordered adjustments 
proposed by the Audit Staff are unnecessary. While the Company did book these adjustments in October 
of 2007, as mentioned in the audit, the Company’s further review has proven that the Commission 
ordered adjustments in Docket No. 890981-WS were actually booked to the Company’s general ledger in 
1989. However, the Audit Staff challenges the amount booked in 1989 in Audit Finding No. 9. In order 
to get a correct CIAC balance for this rate case, please see the response to Audit Finding No. 9. 

Audit Finding No. 9 

The Company agrees with the Audit Staff and proposes the same adjustment. Due to the fact that there is 
no plant breakdown for CIAC, the Company proposes to breakdown CIAC and accumulated amortization 
of CIAC based on the ordered amounts of utility plant in service at the conclusion of this case. 

Audit Finding No. 10 

The Company disagrees with Audit Finding No. 10. Please see the depreciation roll forward performed in 
response to Audit Finding No. 3. This roll forward contains the depreciation expense calculated by the 
Company in response to this audit, from July 1987 through 06/30/07. 
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MILES GRANT WATER AND SEWER COMPANY 
TOTAL DEPRECIATION ROLLFORWARD 
01/01/1987 THROUGH 06/30/2007 
AUDIT FINDING NO. 3 

Per book plant 
at 06/30/1987 (from TB): 

WATER 

$ 867,093 

Plant net additions 
from 07/01/1987 through 06/30/2007 (from w/p I-W and I-WW): 676,972 

Plant additions for 
common items (from w/p 2): 

Plant additions for 
transportation equipment (from w/p 3): 

Plant additions for 
allocated items (from w/p 4): 

59.562 

37,512 

45.193 

Retirements (from w/p 5-W and 5-WW): (127,244) 

Portion of common retirements (from w/p 6): 

Total calculated plant at 06/30/2007: 

(5,445) 

$ 1,553,644 

Total per books plant at 06/30/2007 (from TB): 

Adjustment to books: $ (142,468) 

1,696,112 

WASTEWATER 

$ 1,001,576 

1,082,798 

56.019 

35,281 

42,506 

(187,678) 

(5,121) 

$ 2,025,380 

2,344,093 

$ (3 18,713) 

Conclusion: Per books UPIS must be reduced by $142,468 for water and $318,713 for wastewater. 
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MILES GRANT WATER AND SEWER COMPANY 
TOTAL DEPRECIATION ROLLFORWARD 
01/01/1987 THROUGH 06/30/2007 
AUDIT FINDING NO. 3 

Per book accumulated depreciation 
at 06/30/1987 (from TB): 

WASTEWATER 

$ 129,392 $ 13 8,47 I 

Accumulated depreciation of net additions 
from 07/01/1987 through 06/30/2007 (from w/p I-W and I-Ww): 142,561 496,637 

Portion of accumulated depreciation for 
common items (from w/p 2): 

Portion of accumulated depreciation for 
transportation equipment (from w/p 3): 

Portion of accumulated depreciation for 
allocated items (from w/p 4): 

26,427 24,855 

38,302 36,024 

22,447 21,112 

(187,678) Retirements (from w/p 5-W and 5-WW): (127,244) 

Portion of common retirements (from w/p 6): (5,445) (5, I 2 1) 

Total calculated accumulated depreciation at 06/30/2007: $ 226,440 $ 524,300 

Total per books accumulated depreciation at 06/30/2007 (from TB): 545,168 706,676 

Adjustment to books: $ (318,728) $ (1 82,376) 

Conclusion: Per books A B  must be reduced by $3 18,728 for water and $182,376 for wastewater 
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MILES GRANT WATER AND SEWER COMPANY 
TOTAL DEPRECIATION ROLLFORWARD 
01/01/1987 THROUGH 06/30/2007 
AUDIT FINDING NO. 3 

Expense still accruing from assets placed in service prior to 
last rate case test year of 06/30/1987 (from w/p 7) 

Depreciation expense of net additions 
from 07/01/1987 through 06/30/2007 (from wip 1-W and I-WW): 

Portion of depreciation expense for 
common items (from w/p 2): 

Portion of depreciation expense for 
transportation equipment (from w/p 3): 

Portion of depreciation expense for 
allocated items (from w/p 4): 

WATER WASTEWATER 

23,623 $ I 1,482 

23,262 32,431 

1,760 1,655 

8,076 7,596 

1,867 1,756 

Total calculated depreciation expense at 06/30/2007: $ 58,588 $ 54,919 

Total per books depreciation expense at 06/30/2007 (from TB): 110,158 121,417 

Adjustment to books: $ (51,570) $ (66,498) 

Conclusion: Per books depreciation expense must be reduced by $50,570 for water and $66,498 for wastewater. 
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