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Puruose 

To: Florida Public Service Commission 

We have performed the procedures described later in this report to meet the agreed-upon 
objectives set forth by the Division of Economic Regulation in its audit service request dated 
January 29,2012. We have applied these procedures to the attached schedules prepared by W.P. 
Utilities, Inc. in support of its filing for a certificate transfer, Docket No. 120014-WS. 

This audit was performed following General Standards and Fieldwork Standards found in 
the AICPA Statements on Standards for Attestation Engagements. Our report is based on 
agreed-upon procedures. The report is intended only for internal Commission use. 
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Obiectives and Procedures 

General 

Utilihi Information 

W.P. Utilities, Inc. is a Class C utility that provides water and wastewater services in Palm Beach 
County, Florida. The Utility serves approximately 190 customers. The Utility purchases water 
and wastewater treatment but provides the water distribution and wastewater collection. 

Regulatow Proceedings 

The Utility has filed a request to transfer its certificate to Palm Breezes MHP, LLC which is 
being purchased by Cap Utilities, LLC. The Utility’s last rate case order PSC-08-0652-PAA-WS 
was issued October 6,2008 in Docket No. 070722-WS. 

Utilitv Books and Records 

Objectives: To determine that the Utility maintains its accounts and records in accordance with 
Commission rules and with the National Association of Regulatory Utility Commissioners’ 
(NARUC) Uniform System of Accounts (USOA). 

Procedures: We reviewed the Utility’s accounting systems. The Utility does not use NARUC 
account numbers in its ledgers but the accounts are easy to translate to the NARUC accounts. 

Rate Base 

Utilitv Plant in Service 

Objectives: Our objectives were to: 1) Determine that property exists and is owned by the 
Utility and that plant additions are authentic, recorded at cost, and properly classified in 
compliance with Commission rules and the NARUC USOA, 2) Verify that the proper 
retirements of plant were made when a replacement item was put in service, and 3) Verify that 
the adjustments to plant in the Utility’s last rate proceeding were recorded in its general ledger. 

Procedures: We determined the water and wastewater plant balances as of December 3 1, 2007 
that were established in Docket 070722-WS. We reviewed and sampled additions to plant for 
the period January 1, 2008 through December 31, 2011, to verify the plant balances for this 
proceeding. We ensured that retirements were made when a capital item was removed or 
replaced. We toured the Utility plant site to observe whether plant additions were completed and 
in service, and to ascertain if a retirement was needed. 

Contributions-in-Aid-of-Construction (CIAC) 

Objectives: Our objectives were to: 1) Determine that additions to CIAC are properly recorded 
in compliance with Commission rules and the NARUC USOA, 2) Verify that donated property is 
properly accounted for and recorded as CIAC, 3) Verify that the adjustments to CIAC in the 
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Utility’s last rate proceeding were recorded in the general ledger, and 4) Verify that retirements 
are properly recorded. 

Procedures: We determined the CIAC balances as of December 31, 2007 that were established 
in Docket 070722-WS. There were no additions to CIAC. The system has been built out for 
some time. 

Accumulated Deureciation 

Objectives: Our objectives were to: 1) Verify that the adjustments to accumulated depreciation 
in the Utility’s last rate proceeding were recorded in the general ledger, 2) Determine that 
accruals to accumulated depreciation are properly recorded in compliance with Commission 
rules and the NARUC USOA, 3) Verify that depreciation expense accruals are calculated using 
the Commission’s authorized rates, and 4) Verify that retirements are properly recorded. 

Procedures: We determined the accumulated depreciation balances as of December 3 1, 2007 
that were established in Docket 070722-WS. We recalculated additions to accumulated 
depreciation balances for the period January 1, 2008 through December 3 1, 201 1. We ensured 
that retirements to accumulated depreciation were made when a capital item was removed or 
replaced. 

Accumulated Amortization of CIAC 

Objectives: Our objectives were to: 1) Determine accruals to accumulated amortization of CIAC 
are properly recorded in compliance with Commission rules, and 2) Verify that the adjustments 
to accumulated amortization of CIAC in the Utility’s last rate proceeding were recorded in the 
general ledger. 

Procedures: We determined the accumulated amortization of CIAC balances as of December 
31,2007 that was established in Docket 070722-WS. We recalculated additions to accumulated 
amortization of CIAC for the period January 1,2008 through December 3 1,201 1. 

Net Operating Income 

Oueratine. Revenue 

Objectives: Our objective was to determine that the Utility is using the Commission approved 
tariff rates. 

Procedures: We verified that the Utility is using its Commission authorized tariff rates by 
recalculating a sample of residential and general service customers’ bills in the test year period. 

Capital Structure 

Objectives: Our objective was to determine whether the Utility was collecting deposits. 

Procedures: We reviewed the ledger and inquired about the deposit policy. The Utility does not 
collect customer deposits. 
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Audit Findings 

Finding 1: Accumulated Depreciation Correction 

Audit Analysis: The Utility used a 27 year depreciation li for wastewater gravity mains 
instead of the 40 years required by Rule 25-30.140, F.A.C. In addition, some additions were 
recorded as wastewater force mains instead of lift stations. Force mains have a 27 year life and 
lift stations have a 17 year life according to the rule. There was also a slight difference in the 
water meter account because this entire account should be fully retired. Accumulated 
depreciation was recomputed and can be found on the following page. Water accumulated 
depreciation should be increased by $1 11 and wastewater accumulated depreciation decreased by 
$1,269 based on the attached schedule. 

Effect on the General Ledger: The new owner should book the balances at 12/31/11 from the 
schedule on the following page as the accumulated depreciation beginning balances at transfer. 

Effect on the Filing: Water accumulated depreciation is increased (credited) by $1 11 and 
wastewater decreased (debited) by $1,269. 
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Plant Used in Calculations on Previous Page 

$ 11,058.4 
$ 1 1 9 2 4 2 4  , 

A-Sullivan Electic Pump-Lift Station Pump Rebuild 
B-Onsite Wastewater Management-New Pump $3,300 less retirement at 75% (2475) really should have been in liftstations but it was not booked t h a  way originally 
C-Error found in last audit that was not in order 
D-upgrade to bill@ system 
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Finding 2: Addition after Filing 

Audit Analysis: The filing contained an estimated rate base at December 3 1,201 1. An addition 
was made for a rebuilt lift station pump in November 2011 of $1,643.97. The additional 
depreciation on this addition is $48.35 using a 17 year life per Rule 25-30.140 and a half year 
depreciation convention. 

Effect on the General Ledger: This acquisition should be included in the balances established 
by the new owners. 

Effect on the Filing: Plant should be increased by $1,643.97. Accumulated Depreciation should 
be increased by $48.35. 
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Finding 3: Billing 

Audit Analysis: The Utility is billing its general service customer, the Palm Breezes Clubhouse, 
at the residential rates. The general service rates are lower but do not have a cap on wastewater 
usage. In the month tested, the Clubhouse invoice was $333.82. Based on the general service 
tariff, the bill should have been $442.09. The Clubhouse is an affiliate of the Utility. The new 
owner needs to bill the Clubhouse at the proper rates. 

Effect on the General Ledger: Since this is a transfer audit, this finding does not affect past 
operations and does not need to be booked to the ledger. 

Effect on the Filing: No effect. 
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Exhibits 

Exhibit 1: Staff Prepared Rate Base 
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