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DIRECT TESTIMONY OF JEFFERY A. SMALL 

Please s t a t e  your name and business address. 

My name i s  J e f f e r y  A. S m a l l  and my business address i s  Hurston North 

Q. 

A. 

Tower. Su i te  N512. 400 W. Robinson Street ,  Orlando, F lo r ida .  32801. 

Q. By whom are you present ly  employed and i n  what capacity? 

A .  I am employed by the  F lo r i da  Public Service Commission as a Regulatory 

Analyst I V  i n  t h e  D iv i s ion  o f  Audi t ing and Financial Analysis. 

Q. How long have you been employed by t h e  Commission? 

A. I have been employed by the  F lo r i da  Publ ic  Service Commission since 

January, 1994. 

Q. B r i e f l y  review your educational and professional background. 

A.  I have a Bachelor o f  Science degree i n  Accounting from t h e  Un ivers i ty  

o f  South Florida. I was h i red as a Regulatory Analyst I by the F lo r i da  Public 

Serv ice Commission January 1994. I am a l so  a C e r t i f i e d  Publ ic  Accountant 

l i censed i n  t h e  Sta te  o f  F lo r ida  and a member o f  t he  F lo r ida  I n s t i t u t e  o f  

C e r t i f i e d  Publ ic  Accountants. 

Q. 

A. Curren t ly .  I am a Regulatory Analyst I V  w i t h  the r e s p o n s i b i l i t y  o f  

planning and d i r e c t i n g  the  more complicated f i n a n c i a l ,  program. special and 

inves t iga t ive  aud i ts ,  inc lud ing audits o f  a f f i l i a t e  transactions. I also am 

responsible f o r  creat ing audi t  work programs t o  meet a spec i f i c  aud i t  purpose 

and in teg ra t i ng  EDP appl icat ions i n t o  these programs. 

Q. 

regulatory agency? 

A.  Yes. I t e s t i f i e d  i n  the Southern States U t i l i t i e s ,  Inc r a t e  case, Docket 

- 

Please describe your current  r e s p o n s i b i l i t i e s .  

Have you presented expert testimony before t h i s  Commission o r  any other 
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No. 950495-WS. 

Q.  

A. 

Cypress Lakes Associates, L td . .  Docket No. 971220-WS. 

f i l e d  w i th  my testimony and i s  i d e n t i f i e d  as 3%-1. 

Q. Was t h i s  aud i t  repor t  prepared by you? 

A .  Yes. I was the  aud i t  manager i n  charge o f  t h i s  aud i t .  

A. Do you have any changes t o  the  repor t? 

Q. No. the report  attached t o  my testimony i s  cor rec t .  However, t he   audit^^ 

repor t  t h a t  was o r i g i n a l l y  issued i n  A p r i l .  1998 had a typographical e r ro r .  

This has been corrected on Page 15 o f  17 i n  the  Exh ib i t .  The o r i g i n a l  audi t  

repo r t  indicated a December 31. 1990 balance o f  C IAC i n  Account 363 o f  

$191,150. The correct  number i s  $19.115. This number i s  corrected i n  my 

exh ib i t  and does not a f fec t  any of the  t o t a l s  on t h i s  page or  any other page. 

Q. 

A. I compiled the  account balances f o r  u t i l i t y - p l a n t - i n - s e r v i c e  (UPIS), 

land and land r i g h t s ,  p lan t  he ld f o r  fu tu re  use. cont r ibut ions- in-a id-of -  

construction (CIAC) . accumulated depreciat ion, and accumulated amortization 

o f  CIAC for  December 31. 1997. I scanned these account balances and v e r i f i e d  

a l l  addi t ions fo r  r a t e  base since the  company began operations i n  1987. I 

also scanned and recomputed a sample o f  company b i l l i n g  records t o  v e r i f y  the 

ex is t ing  rates. miscellaneous service charges. service a v a i l a b i l i t y  charges. 

and customer deposits charged by the  company. I n  summary, the audi t  reporr 

ind ica tes  a water r a t e  base o f  $582.805 and a wastewater r a t e  base o f  

$891.277. These r a t e  base numbers are so le ly  audited balances f o r  p lan t .  

What i s  the  purpose o f  your testimony today? 

The purpose o f  my testimony i s  t o  sponsor the  s t a f f  aud i t  repor t  o f  

The aud i t  repor t  i s  

Please review the  work you performed i n  t h i s  aud i t .  

- 2 -  
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CIAC. ‘and the related depreciat ion and amort izat ion. 

considerat i  on o f  used-and-useful ca lcu lat ions o r  working cap i ta l  a1 lowance. 

Q. 

A. Audi t  Exceptions d isc lose substant ia l  non-compliance w i th  the  Uniform 

System o f  Accounts. a Commission r u l e  o r  order,  and formal company po l i cy .  

Audit Exceptions also disclose company exhi b i t s  t h a t  do not  represent company 

books and records and company f a i l u r e  t o  provide underlying records o r  

documentation t o  support t he  general ledger o r  exh ib i t s .  

They do not  include any 

Please review the  audi t  exceptions i n  the  aud i t  report .  

- 

Audi t  Exception No. 1 discusses the  u t i l i t y ’ s  noncompliance w i t h  the  

NARUC Uniform System o f  Accounts. Rule 25-30.115(1), F lor ida Administrat ive 

Code, requires a l l  water and wastewater u t i l i t i e s  t o  maintain t h e i r  accounts 

and records i n  conformity w i th  the  NARUC Uniform System o f  Accounts (USOA). 

Cypress Lakes Associates. Ltd. operates as the  developer, manager, and u t i  1 i ty  

serv ice provider f o r  t he  mobile home community o f  Cypress Lakes i n  Polk 

County, Flor ida.  These operations were purchased from Cypress Lakes Ventures. 

Ltd. on Apr i l  23, 1996. The company recorded $2,547,450. an al located por t ion  

o f  the  t o t a l  purchase p r i ce .  on i t s  books f o r  the  company assets. The books 

do not d is t ingu ish  between water and wastewater assets. The company’s books 

i n d i c a t e  balances o f  82.583.438 and (8371.180) f o r  water md wastewater 

treatment p lan t  and water, and wastewater accumulated depreciat ion, 

respect ively,  as o f  December 31. 1997. Therefore. I do not bel ieve tha t  the 

u t i l i t y  maintains i t s  books per the  Commission Rule. 

Audit Exception No. 2 discusses U t i l i t y -P lan t - In -Serv i ce  (UPIS)  and the 

associated accumulated depreciat ion.  While the  accounting records do not 

s p e c i f i c a l l y  i d e n t i f y  UPIS and accumulated depreciat ion for water and 

- 3  
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wastewater operations, the  u t i l i t y  was able t o  provide s u f f i c i e n t  h i s to r i ca l  

records and support ing source documentation f o r  audi t  s t a f f  t o  compile these 

balances as o f  December 31. 1997. Using t h i s  information and the  depreciat ion 

rates i n  Rule 25-30.140(2). F lo r ida  Administrat ive Code, I determined the 

fo l lowing:  

1) The balances f o r  water and wastewater UPIS are $897,584 and $1,377,001. 

respect ive ly .  as o f  December 31. 1997. This i s  $308.853 less than the 

a l located purchase p r i c e  referenced above. 

2) The balances f o r  water and wastewater accumulated depreciat ion are 

($213.523) and ($410.931). respect ive ly .  as o f  December 31. 1997. 

- 

Audit Exception No. 3 discusses Land and Land Rights. The Cypress Lakes 

community was i n i t i a l l y  developed by Cypress Lakes Ventures. Ltd.  beginning 

J u l y  25. 1985. w i t h  the  purchase of 710.23 acres o f  undeveloped land fo r  

$2.130.700 from M r .  Lawrence McNeill (83.000 per acre). The Uniform Systern 

o f  Accounts (USOA) prescribed by the  National Associat ion o f  Regulatory 

U t i l i t y  Commissioners (NARUC) and adopted by the Commission i n  Rule 25-30.115. 

F lor ida Administrat ive Code. includes Accounting Ins t ruc t i on  18-A, which 

states t h a t  “ a l l  amounts included i n  the  accounts f o r  u t i l i t y  p lan t  acquired 

as an operat ing u n i t  o r  system. sha l l  be stated a t  the  cost incurred by the 

person who f i r s t  devoted the property t o  u t i l i t y  service.”  On A p r i l  23. 1997. 

Cypress Lakes Associates. Ltd.  (current  s e l l e r )  purchased rea l  property and 

u t i l i t y  assets from Cypress Lakes Ventures. Ltd. (Phase 1. Phase 2A. Phase 

28. Phase 4. and Phase 5) Previously. on December 1. 1996. Cypress Lakes 

Associates. Ltd. purchased rea l  property and began developing Phase 5-1  as WI 

addi t ional  mobile home ren ta l  community. Company records i nd i ca te  tha t  l o t s  

- 4 -  
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i n  t h i s  phase were being connected t o  the water and wastewater systems on June 

30. 1997. On August 20. 1997, Cypress Lakes Associates, L td.  entered i n t o  a 

sales contract  w i t h  Cypress Lakes U t i l i t i e s ,  Inc. ,  (buyer) f o r  t he  water and 

wastewater u t i l i t i e s .  The contract  requires the  conveyance o f  t i t l e  and(or) 

easements t o  the  buyer f o r  rea l  property associated with u t i l i t y  operations. 

The s e l l e r  has provided surveys o f  t he  u t i l i t y  p lan t  s i t es  t h a t  w i l l  be 

conveyed a t  t he  time of closing. The water and wastewater s i t es  w i l l  contain 

approximately 0.1695 and 0.870 acres. respect ively.  Using the o r ig ina l  cost 

basis referenced i n  the  USOA. I determined an o r ig ina l  cost  o f  $509 and $2.610 

for the  water and wastewater u t i l i t y  property.  

- 

Rule 25-30.037(2)(q), F lor ida Administrat ive Code, requires the 

f o l  lowing: 

. . . evidence t h a t  the  u t i l i t y  Owns the  land upon which the  

u t i l i t y  treatment f a c i l i t i e s  are located, o r  a copy o f  an 

agreement which provides f o r  the  continued use o f  the  land, such 

a s  a 99-year lease. The Commission may consider a w r i t t e n  

easement o r  other cos t -e f fec t i ve  a l te rna t ive .  

The sales contract  re fer red t o  above does not  address the  t ransfer  by sale, 

grant.  o r  easement o f  any u t i l i t y  i n f ras t ruc tu re  i n  Phase 5-1: Approval o f  

t he  t rans fe r  appl icat ion i n  i t s  present format would require the buyer t o  

provide water and wastewater service t o  customers i n  Phase 5-1 where it w i l l  

not  own or have legal  access t o  any o f  t he  water and wastewater 

in f ras t ruc tu re .  

Audit Exception No. 4 discusses Plant Held f o r  Future Use. The NARUC 

USOA descr ip t ion f o r  Account No. 103 s tates “ t h i s  account shal l  include the 

5 -  
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o r i g i n a l  cost  o f  property owned and he ld  f o r  fu tu re  use i n  u t i l i t y  service 

under a d e f i n i t e  p lan  f o r  such use.” I toured the u t i l i t y  p lan t  operations 

on February 24. 1598, with the  on -s i t e  operator. Among the  items observed 

were t h r e e  33.000-gallon s tee l  wastewater treatment tanks l y i n g  i n  a f i e l d  

adjacent t o  the  wastewater p lan t  s i t e .  The operator on duty stated t h a t  the  

tanks were purchased from t h e  City o f  Auburndale fo r  a fu ture wastewater 

treatment p lan t  expansion p ro jec t .  While I was reviewing company records. I 

discovered an invoice i n  the amount o f  $2.500 from the City o f  Auburndale that 

confirmed the  operator’s statement. The company should book $2.500 i n  Account 

No. 103 Plant  Held f o r  Future Use t o  proper ly record the  tanks. 

- 

Aud i t  Exception No. 5 discusses Contr ibutions-In-Aid-of-Construction 

(CIAC) and the  associated accumulated amortization. Cypress Lakes Associates. 

Ltd. ’s  accounting records do not spec i f i ca l l y  i den t i f y  CIAC and the  associated 

accumulated amortization o f  CIAC balances f o r  water and wastewater operations. 

Rule 25-30.140(8)(a). F lor ida Admin is t ra t ive Code, requires the fol lowing: 

Adequate records t o  account f o r  C IAC must be maintained by the  

u t i l i t y .  Where adequate records separating CIAC from u t i l i t y  

investments are maintained by account. depreciat ion rates sha l l  

be appl ied separately t o  contr ibuted and non-contri buted p lan t  

with the  resu l t ing  amort izat ion o f  contr ibuted p lant  not 

considered an expense f o r  r a t e  making purposes. The amort izat ion 

r a t e  sha l l  be t h a t  o f  t he  appropriate account o r  function where 

support ing documentation i s  ava i lab le  t o  i d e n t i f y  the account o r  

func t ion  o f  the re la ted  CIAC p lan t .  

Commission Order No. 12691. issued November 16. 1583. stated t h a t  a l l  

- 6 -  
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cont r ibu t ions  which a f f e c t  ne t  r a t e  base values must be recognized by a 

u t i l i t y .  S p e c i f i c a l l y ,  t h i s  order addressed the  recogni t ion o f  CIAC by a 

u t i l i t y  t ha t  was establ ished p r i o r  t o  being subject t o  Chapter 367, F lo r ida  

Statutes. - 
On May 14. 1996. t h e  Board o f  Commissioners of Polk County adopted a 

reso lu t ion  pursuant t o  Section 367.171. F lo r ida  Statutes, dec lar ing tha t  

p r iva te ly  owned water and wastewater u t i l i t i e s  i n  t h a t  county were subject t o  

t h e  prov is ions  o f  Chapter 367. F lo r i da  Statutes. However. Polk County 

re ta ined j u r i s d i c t i o n  over Cypress Lakes Associates. L td .  whose i n i t i a l  rate 

request was under i t s  consideration a t  t h a t  time. On August 6. 1996. Polk 

County established i n i t i a l  rates, miscellaneous fees, and serv ice a v a i l a b i l i t y  

charges f o r  Cypress Lakes Associates. L td .  

By Order No. PSC-97-0569-FOF-WS. issued May 20. 1997. i n  Docket No. 

961334-WS. t h e  Commission granted a Grandfather C e r t i f i c a t e  and adopted the  

i n i t i a l  ra tes and charges establ ished by Polk County f o r  Cypress Lakes 

Associates, Ltd. The u t i l i t y  was ab le t o  provide s u f f i c i e n t  h i s t o r i c a l  

records and supporting source documentation f o r  t he  aud i t  s t a f f  t o  compile 

C I A C  and associated accumulated amort izat ion o f  C IAC f o r  t h e  water and 

wastewater u t i l i t i e s  as of December 31. 1997. I determined t h e  fo l lowing from 

the above information: 

1) The balances f o r  water and wastewater CIAC are (8116.719) and (896.929). 

respect ive ly ,  as o f  December 31. 1997. 

The balances f o r  water and wastewater accumulated amort izat ion o f  C I A C  

are 814.954 and $17.026, respect ive ly .  as o f  December 31. 1997. 

Does t h i s  conclude your testimony? 

2) 

Q. 

7 -  
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A .  Yes. i t  does. 

- 8 -  
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. EXHIBIT JAS-1 (PAGE 3 OF 17) 

DIVISION OF AUDITING AND FINANCIAL ANALYSIS 
AUDITOR'S REPORT 

APRIL 6, 1998 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES - 
We have applied thc procedures described lam in this report to prepare a schedule of W h 

as of December 31.1997* for Cypress Lakes Auociates, Ltd. ThcJe s~hedulcs were prrparrd by audit 
staff as part of the company's application for certificate of T d a  in Docket No. 971220-WS. ?hac 
is no confidential infomation pssociated with this audit 

This is an internal accounting report prrpand after pdoming a limited scow audit 
Accodigly, this repat should not be relied upon for any purpose except to askt the CommiSJion staff 

generally accepted auditing standards and produce audited finaacial statements for public use. 
in the performance of their duties. Substantial ddit i~d work would have to be performed to satisfy 

In our opinion. the auditor-prepared schedules referred to above p m n t  fairly. in all material 
incodomitywiththc nspccy the company's boobaadrecords, whichwere not "tamed 

practices prescribed by cht Florida Public Service Commission. The attached findings 
differences and other m a ~ s  which were noted during our examination. 

. .  

I 



. EXHIBIT JAS-1 (PAGE 4 OF 17) 

SUMMARY OF S I C " T  FJNDINCS 

The compsnydounot maintain its books and records as required by the Uniform System of 

Thecanpany'sutility-plaot-ibsaviceradlu#rrmrlateddepnci.tionbrkncaforwatarad 
wastewater operations are S897,584/(S213,523) md Sl,377,00l/(S410,931), respeainly. fbr the 
paiodcndedDecemba31,1997. 

Accounts md Commission rules. 

- 
The ampmy's hod rad Lrd rights bJuKxs fotanta rad wastewata plant sites are S509 

The company huwutewrtaplant held for b u s s  of S2.500. 

and ~2,610, r u p d d y ,  fbthcpaiod cOd~dIkcemba31,1997. 

* ( C I A C ) r a d ~ C r A C h r t . n m  % a w e s - -  
. .  

* ue (SI 16,719YS14,954 md (S96,929yS17.U76, nspectivdy. f o r a n t a r a d v " ~  
for the paiod ended Deccmba 31.1997. 

SUMMARY OF SIGMFICANT PROCEDURES 

ourauditwu paformedbyvaifyingthacompany'sbookarad recocds siace co- 
opaationr in 1 9 8 7 ~ h i ~ h ~ e b d i m  are d c i c n t  to base auopiaioa Ourmorcimportrntruda 
P a m -  Mow. The following definitions rppiywhen used in this report 

Scanned - The doamcats or accmnts were read quickly looking fbr obviour erron. 

Compiled - The ahibit amounts waerrcorrikd w i t h t h e g d  ledga, pad m t s  were scanred 
for error and inconsistcrq. 

Verify - The items were tested for acarney, and substaatihg doaunentaton was acamiaed. 

RATE BASE: Compited bJanas for ~ - p h t - i n - ~ ~ ~ k  (UPIS). land and r i b  
fioastruCtion (CIAC), acRlrrmlated dcprcciatio~ and planthddforfutureuyconaibrmolrwnatd-o 

ofCIACfwDecemba31.1597. Scannedrccwntbalurcaandvaifieed .mnntlrarA- 
all additions tbr rate base Since the company began operations in 1987. 

NET OPERATING INCOME: !kamcd d m"putcd an 8ldit-dasnmwd * sampleof cornpany 
baing n c o r d r t o e t h e  aisIiagntes nrisccuaneous service charges service aMilability charges, 
and customer deposits charged by the company. 

OTEEE Determined whetha any actnordinary cirnrmstancer surrounding the purchase and 
transfer of utility usets would necessitate an acquisition adjustment. 

. . .  
. .  

2 



. EXHIBIT JAS-1 (PAGE 5 OF 17) 

Audit Exccption NO. 1 

Subject: Noncompll.ncc with the NARUC Uniform System of Accounts 

Statement of Fa* Rule 25-30.1 IS (I), FAC.. nquinS all water and wastewater utilitiu to 
maintain their a"ts and recads inconformity With the NARUC Uniform System of Accouatr 
W*N. 
Opinioo/Rccommmd.tioa: Cypnssklta Associdq Ltd opaaes as the dewdoper, "gm, 
Md utility & pmvida*themobik horns ~ o f c y p r r s s  klta in Polk county. Florida 
These operatior waeplrch;rcd 

The uxnpanyrrcadrd ~547,450, an ritoated portio0 of the total p"sa pric+ on ita books fw 
thecompanyassets. T b e b o o k s d o n o t d b h g u b h ~ w a t ~ a n d w a s t e " t e r u s b *  The 
c0mp.n~'~ books indEcrte bpknccs of $2,583,438 .ad (S371.180) fiw wata/swr trertment ptnt 
andA/DwrtalscwapLnsnspedivdy.uof Deccmkr31,1997. 

The company d o a  not "in ita books pathe conrmiuion rule cited above. 

Because this qageme is 8 catificate of Trmdk, no adon qahst the der ,  Cyprcsa Lakes' 
hsociatu, Ltd.. is "mended at this time. However, the Commission should put the buyer, 
CyprcsLaka With, Inc., on notice that it win be nquired to coldorm with the Commission rule 
cited above. 

cypress Laka VQtrrrS Ltd 011 April 23.1996. 

3 



EXHIBIT JAS-1 (PAGE 6 OF 17) 

Audit Exception NO. 2 

Subject. Utilitg-Pht-- and Associated Aecumnhted Depmirtioo of UPIS 

Statement of FwC Cypress Lakes Awxbtu, Ltd.'s accounting records do not speci6dy 
identify UPIS and the wodated d a t e d  depredation b a l a a ~ ~  for water and wastewater 
operations. 

Rule 25-30.140 (2) establishes dean rata for water and w(utcwlter utilitu. 

Opinioo/R"mcnd.tion: The company wu able to provide d a a a  hiaoriul recorda md 
wPo* - - 'on for rudit SUE to compile UPIS md lldoQlted *lccurrmlatcd 
d e p n c i a t i o n k t h s w r t a m d - m M O f  Dscemba31.1997. 

Audit staff has determined tha hnowbg &om the h v e  info do^ 

1) The~~watcrmdwsPtewoaUPISareS897.584mdS1.377.001, repe&dy,as 
of Duxmber31,19!37. 

The bai.nas for water and Wutewatcr acarmulated deprrdation are ($213.523) and 
(S410,931),rapdvdy,asof Decemba31.1997. 

2) 

See the anached s h e d u b  for details. 

Tbecoarmissioa shouldrequirethacontpanyto rccordtheabove amounts as determined by the audit 
M. 

4 



EXHIBIT JAS-1 (PAGE 7 OF 17) 

Schedule A 
Audit Exception NO. 2 

A d  
304.00 

307.00 

310.00 

311.00 

320.00 

330.00 

331.00 

333.00 

334.00 

335.00 

Haat 
S59572 

45153 

zoo0 

50313 

6,924 

62,231 

351.279 

146369 

95369 

58.4 1 

5897581 

- 
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. EXHIBIT JAS-1 (PAGE 8 OF 17) 

Schedule B 
Audit Exception No. 2 

U T I L I T Y - P I A N T - M C E  -WASTEWATER 
AsofDcamkr31.1997 

&?a 
354.00 

354.50 

355.00 

360.00 

361.00 

361.50 

362.00 

363.00 

370.00 

380.00 

381.00 

389.00 

394.00 

396.00 

- E l &  
f 124.988 

3.000 

11.097 

06370 

452270 

246941 

16370 

110,966 

70.571 

224.m 

19293 

3.445 

3.940 

4 
SI 377.00 I 
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EXHIBIT JAS-1 (PAGE 9 OF 17) 

Audit Exception No. 3 

Subject: Land and Land Rights 

Statement of Fiet: The Cypress Lakes community was initially developed by Cypress Lakes 
venauq Ltd. begiMing July 25.1985, with the purchase of 710.23 acres of undeveloped land for 
S2,130,700 firom Mr. Lawct~ce M c N d  ($3,000 per acre). 

- 
Rule 25-30.037 (2) (s). F.AC r e a  the fOllOWiag: 

. . . evidence that the utility owas the laad upon which the utility treatment facilities 
are located, or a copy of an which provides for the contired use of the 
had, such u I 99-year lease. The Commission may consider a written asemeat or 
other Cost-dBtivC rhanative. 

P a  NARUC W- Insauction 184, "All m o ~ t s  h&ded in 
the accouots for the ut i l i typh  acquired as anopaatingunit or syrtcas shall be stated at the cost 
incurred by the person who fist devoted the propaty to utility service." 

On April 23,1997, Cyprrss Lakm Associates. Ltd. (seller) purchased real property and utility assets 
fiom Cypress Lakes Ventur#, Ltd. (Phase 1, Phase 2& Phase 2B, Phase 4, and Phase 5) 

On December 1, 1996, Cypress Lakes Associates, Ltd. purc- real property and began 
developing Phase 5-1 as an additional mobile home rental community. Company records indicate 
that lots m rhis phare were being C O M ~  to the water and wastewater systems on June 30, 1997. 

Opinion/Recommendation: On August 20, 1997, Cypress Lakes Associates, Ltd. entered into 
a sales contract with Cypress Lakes Utilities, Inc., (buyer) for the water and wastewater utilities. 
The contract requires the conveyance of title and(or) easements to the buyer for real property 
associated with utility opentiom. The seller has provided surveys of the utility plant si tu that will 
be conveyed at the time of closing. The water and wastewater situ will contain approeately 
0.1695 and 0.870 acres, nspcctdy. 

Per the two des Cited above, audit staKhar determined an origid cost of S509 and S 2,610 for 
the water and wastewater utility property calculated as follows: 

SY&m Brra yplur A&! 
Water s3 ,wiure  X 0 1695 acres = $509 303.00 
Wastewater S3,ooo1acre x 087ooacres = ~ 2 , 6 1 0  353 00 

The Commission should require the buyer to record the above values for utility land in the indicated 
NARUC accounts. 

7 



. EXHIBIT JAS-1 (PAGE 10 OF 17) 

Audit Exccptio.n No. 3, contioucd 

Additiody, the sales contract dad to rbove d o a  not address the transfa by sale, gam, or 
easanentofanyutility- in Phasef-1. 

~pproval  of the application in its pnsent format would require the buya to provide water 
and waswater service to customas in Phase 5-1 whae they win not own nor have legal access to 
any of the wata and smmvarahth”. 

should tqhthebuya md *to amend their cumat des contract to rddrrss T h c c k m ”  
tbiaissuepriortoapprovdof theirtraasfarppliatioa 

Additionally, the Cornmission should require the d a to provide dl d o a “  ‘on avaihbk to 
property wmnt for the plant inhstaucturc constmcted in Phase 5-1. 

- 
. .  
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EXHIBIT JAS-1 (PAGE 11 OF 17) 

Audit Exception NO. 4 

Subject: 

F8CtStr: 
No. 103 A, "This account sban indude the on* a d  of propeaty owned aod held fbr fitwe we 
inutility saviceundcrr definite plan for suchuae." 

O p i n i o a / R m x " e o d a ~  ~ u d a  staffconducted a tour of& plant operations on ~ e b n ~ r y  
24, 1998, with the on-& operator. Among the items &saved were three 33,000-@oa a#l 
wUt.wata"t tanka- m a 6dd adj8ceatto the wastewltrr p h t  site. Tbeopartoron 
duty stated that the tanka were plrchared &om the City of Aubrnadrle for a tutUn wuteanta 
trertmcld plant upamion project 

~Bvfitstaffwurevicwingcomprnyrrcords, an invoice in the amount of S2.500 from b C i  
0fAubumddewudiscovaedthtconfimKdtheopentor's~. 

propafymldtheinformationdisawsedrbov6. 

Plant Held for Future Use 

PmNARuc- Bahce shcet Armuny utility Plam, Account 

The compaay should be requ id  to book S2.500 to Accoum No. 103 Plant Hdd for Future Use to 

9 



EXHIBIT JAS-1 (PAGE 12 OF 17) 

Audit Exception NO. 5 

Subject: C o n t r i b u t i o n r - l f ~ o n s ~ ~ o u  (CIAC) and Associated AccumaLted 
hnortiution of CIAC 

Facts: 
theusonated ' ~eduaortitationofCIACb.lances~rwataandwrstewataopartioas. 

Rule 25-30.140 (8) (a) fquks the fofiowbg 

C y p n S L a k c s ~  Ltd's- fcc~rds do oot m c a l l y  identifycMC and 

- 

(k" in Aid OfconStNaion- Mequatcrccordrto accumt for CIAC must 
bytheutility. Where~fccOfdasepOlr iaeCIAC~ut i l i ty  

byreoamsdeprroiaioantersh9be~edKpMtdy 
b e " i d  
Il"aam- 
to a n m i  and non-codbutai phot with the "kiq amo- of 
c o l m i i p h t w t ~  ~ a r p Q o c f o r ~ m r l d a g p l r p o s e *  

The unortintion rata rh.n be thrt of theqpqmte  * rccouotor funct ion~  
SUPPOW d- * n is Nailabls to identif;l the lcoocmt or function of tbe 
rrLtedcIAcplant. 

. .  

FPSC orda NO. 12691, isawd Novemba 16, 1983, &8bhhd 8 CormnissiOn pncedent thst dl 
comautb W b i e h r f f c E t r W t r a t e b a a e ~ r m s t b e ~ b y  aurility. spedfiully, tllisorda 
lrddnsJedtherrcospitioaofCIAC by a utility that was established prior to beiq subject to Chapta 
367, Florida Statute3. 

On May 14,1996. the Board of Cotnmissionas of Polk County adopted a mlution puraunt to 
Section 367.171. Florida Statutes. declrring that priMtdy owned wata rad wastewata utilities in 
that county werc shject to the provisions of Chapta 367, Florida Statutes. However, Polk County 
retained jurisdiction over Cypress Laka Associates, Ltd. whose initial rate request was unda its 
considdon at that time. 

f q  and savicc availability On AusuJt 6,1996, PoIkCumty established initid rates. miscellaneous 
- chafJ3es for cyprrss Lakes 44sochq Ltd. 

and adopted the initid rates and charges established by Pour county far cypress Lakes Associates, 
FPSC Order No. PSC-97-056%FOF-WS, issued May 20,1997, wed a C i n d k t k  Catificate 

Ltd., as stated above. 

OpinionlRccommendatn: The compauy was able to provide rufticient historical records md 
supporting x~llcc d o a " i o n  for the audit Statr to compile CIAC aad assxiated accurrmlated 
amortization of CIAC for the wata rad arlutewata utilities as of Decem& 3 I. 1997. 

10 



. EXHIBIT JAS-1 (PAGE 13 OF 17) 

Audit Exception No. 5, continued 

The audit staffhu determined the followiag &om the above informaton: 

1) Thebahm~%forwaterdwastewaterCJAC are(S116,719)d( 5%,929), “hly, 
asofDeccmba31.1997. 

2) Tbe bdancea fix aatQ ad wastewater rmlmulated amo6tion of CIAC are $14,954 d 
Sl7,OZa. rrspcctivdy. uofDeamba31. 1997. 

See atuchcd SCheQles for detrils. 

Tbec€lmm” 
rtaff. 

shauldrsquinthecompanytoncordtherbavepaountsudaarmned * bythcludit . .  

11 



EXHIBIT JAS-1 (PAGE 14 OF 17) 

Schedule A 
Audit Exception No. 5 

aprc 
12/3lr81 

12/31/88 

12/31/89 

12/31/90 

l”l 

12/31/92 

12/31A3 

12/31/94 

I2/31As 

12/31/96 

12/31/97 

T0l.L 

PItr 
1m1m 
12/31rS8 

12/31/89 

12/31/90 

12/31/91 

12131192 

12/31/93 

12131194 

12/31/95 

12/31/96 

12/31197 

T0t.l 

CONTRIBUCIONSLN-AIDOF-CONSFRUCIION -WATER 

dhm3.L A c S a 2  m Asdm2 
kofDcccmkr31.1997 

0 0 0 0 

0 0 0 0 

0 0 0 0 

33,638 I I s 0  0 5200 

0 0 0 0 

0 0 0 0 

0 - 0  0 0 

0 0 0 0 

0 0 0 0 

0 0 50,199 0 

0 0 -161y 0 
$33.638 $11,340 %541 SSJOO 

- 

ACCUMULATEDAMORTlWnON OF CUC - WATER 
k of -be? 31.1997 

k&ll 
0 

0 

0 

443 

88s 

885 

885 

885 

885 

885 

3 

%,639 

BpEdul 

0 

0 

0 

162 

324 

324 

324 

324 

324 

324 

120 
$2,430 

12 

bpEihlu 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1.476 

2 

$4.910 

A!xUxi 
0 

0 

0 

65 

130 

I30 

I30 

I30 

130 

I30 

130 
$975 

IQIIL 

sa 
so 
sa 

sa 
sa 
sa 
sa 
sa 

550.178 

sSo,lrr,. 

916.142 
$1 16.719 

Tp(rL 

$0 

$0 

sa 
$670 

$1339 

$1339 

$1,339 

91339 

$1239 

$2.816 

,f411l 

$14.99 



EXHIBIT JAS-1 (PAGE 15 OF 17) . Schedule B 
Audit Exception NO. 5 

CONTRIBUTIONSIN-AIDOF-CONSTRUCT ION - WASTEWATER 
As of December 31,1997 

QG &s?ud A=# 361.5 f3&%3 

12/31/87 0 0 0 

12/31/88 0 0 0 

12/31/89 0 0 - 0 

12/31/90 31,800 23,400 19,115 

12/31/91 0 0 0 

12/31/92 0 0 0 

12/31/93 0 0 0 

12/31/94 0 0 0 

12/31/95 0 0 0 

12/31/96 0 0 4.997 

12/31/97 - 0 17.617 

Total s3 1.800 623,400 $41.729 

- 0 

Date 

12/31/87 

12/31/88 

12/31/89 

12/31/90 

12/31/91 

12/31/92 

12/31/93 

12/31/94 

12/31/95 

12/31/96 

12/31/97 

Total 

ACCUMULATED AMORTIZATION OF CIAC - WASTEWATER 
As of December 31,1997 

, 4 c d  361 Acc# 361 5 &c# 361 

0 0 0 

0 0 0 

0 0 0 

398 433 273 

795 867 546 

795 867 546 

195 867 546 

795 867 546 

795 867 546 

795 867 617 

94 I 867 

55,963 S6.501 Sl.561 

- - 795 - 

E e l  
so 
so 
so 

n4.3 15 

so 
so 
so 
so 
so 

$4.997 

91z41L 
S96.929 

Total 
so 
so 
so 

61.104 

52.208 

S2.208 

32,208 

32208 

32.208 

S2.279 

S 17,026 
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EXHIBIT JAS-1 (PAGE 16 OF 17) 

EXHIBIT I 

CYPRESS LAKES ASSOCIATES, LTD. 
DOCKET NO. 971220-WS 
WATER RATE BASE 

PERIOD ENDED DECEMBER 3 1.1597 

m m  PLANT-IN- 
SERVICE 

LAND 

PLANT HELD FOR 
NTURE USE 

CIAC 

AMORTIZATION OF 
CIAC 

ACCUMULATEI) 
DEPRECIATION 

TOTAL 

so S897,584 E-2 

so $509 E-3 

$0 SO 

SO (S116.719) E-5 

SO 94,954 E-5 

$0 ($213.523) E-2 - 
SO S582,805 

S897.584 

s509 

so 

(S116,719) 

$14,954 

($213,523) - 

S582.805 
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. EXHIBIT JAS-1 (PAGE 17 OF 17) 

CYPRESS LAKES ASSOCIATES, LTD. 
DOCKET NO. 971220-WS 

WASTEWATER RATE BASE 
PERIOD ENDED DECEMBER 3 1.1997 

UTILITY PLANT-IN- 
SERVICE so 

LAND so 

PLANT HELD FOR 
FUTURE USE $0 

CIAC so 

AMORTIZATION OF 
CIAC $0 

SO ACCUMULATED 
DEPRECIATION 

TOTAL SO 

Sl.377.001 E-2 S 1.377,OI 

$2.610 E-3 $2.610 

$2,500 E 4  SSJOO 

($96,929) E-S ($96,929) 

$17,026 E-!? $17,026 

($410.93 1) E-2 ($410.93 1) - = 

$891.277 $891,277 

1s 



BEFORE THE PUBLIC SERVICE COMMISSION 

In re: Application for transfer) DOCKET NO. 971220-WS 
of Certificates Nos. 592-W and ) 

Associates, Ltd. to Cypress ) Filed: June 24, 1999 
Lakes Utilities, Inc. in Polk ) 

509-S from Cypress Lakes ) 

County ) 

Certificate of Service 

I HEREBY CERTIFY that a true and correct copy of the Direct 
Testimony and Exhibit of Jeff Small has been furnished by U.S. Mail 
this 24th day of June, 1999 to: 

Ben Girtman, Esquire 
1020 E. Lafayette St., #207 
Tallahassee, FL 32301-4552 

Office of Public Counsel 
c/o The Florida Legislature 
111 W. Madison St., #812 
Tallahassee, FL 32399-1400 

0; d4AN 
Tim Vaccaro, Senior Attorney 

FLORIDA PUBLIC SERVICE COMMISSION 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 
(850) 413-6181 


