Law OFFICES

Rose, SUNDSTROM & BENTLEY, LLP

2548 Bramsrone Pines Drive
TALLAHASSEE, FLORIDA 32301

FreDERrICK L. ASCHAUER, JR. Centrat Frorina Orrice

g‘*“’f H(-:B}‘;NT"EY* DA {850) 877-6555 Sanianpo CENTER

LODSRT L. BRANMAN Fax (850) 656-4029 2180 W. State Roap 434, Surre 2118
F. MarsHALL DETERDING i

Joun R. Jenkins, P.A. WwWw.rshattorneys.com Longwoon, FLorma 32779
Kyvie L. Kamper (407) 830-6331

Sveven T. Minoun, PA FAX ¢407) 830-8522

Crasiry H. O’STEEN Repry To CentraL FLORIDA OFFICE

Daren L. Siiepy

Witriam E. Sunpstrom, PLAL MARTIN S. Friepman, PA.

Diane D Tremor, PA. BRiAN J. STREET /

Joun L. WharTon e

Romert M. C. Rost (1924-2006) Aprll 10, 2008 CHRISTIAN W. MARCELLI, OF COUNSEL

(LICENSED IN NEW YORK ONLY)

E-Filing

Ann Cole, Commission Clerk
Office of Commission Clerk
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 32399

Re: Docket No.: 070695-WS; Miles Grant Water and Sewer Company
2007 General Rate Increase Application
Qur File No. 30057.149

Dear Ms. Cole:

The following are the Utility’s responses to the Commission Staff’s March 28, 2008,
correspondence identifying deficiencies in the MFRs:

DEFIENCIES and RESPONSES

1. Schedule B-7, Operation & Maintenance Expense Comparison — Water, the total for
Prior TY 6/30/87 does not tie to the O&M approved in Order No. 20066, issued
9/26/88.

RESPONSE:
Please see the attached Schedule B-7.
2. Schedule B-8, Operation & Maintenance Expense Comparison - Wastewater, the total

for Prior TY 6/30/87 does not tie to the O&M approved in Order No. 20026, issued
9/26/88.

RESPONSE.

Please see the attached Schedule B-8.
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Deficiencies #3-4: Rule 25-30.436(4)(a) F.A.C. requires in the rate cases application that
each schedule shall be cross-referenced to identify related schedules as either supporting .
schedules or recap schedules. Pursuant to Rule 25-30.436(4)(a) F.A.C., please provide recap
schedules B-1 and B-2 for Schedule C-1; recap schedules A-18, A-19 and D-8 for Schedule C-6;
and supporting Schedule A-19 for Schedule D-2.

3.

Schedule C-1, Reconciliation of Total Income Tax Provision.
RESPONSE:

Please see the attached Schedule C-1 Revised and Schedule C-1 (Interim) Revised.

Schedule C-6, Accumulated Deferred Income Taxes - Summary.

RESPONSE.:

Please see the attached Schedule C-6 Revised. It should be noted that Staffs letter
requested recap Schedule D-8 for Schedule C-6. The Utility believes that Schedule D-2
is the correct recap schedule for Schedule C-6. The Utility has contacted Staff to
confirm that D-2 is, in fact, the desired recap schedule and is awaiting a call back.

Schedule D-2, Reconciliation of Capital Structure to Requested Rate Base Simple
Average Balance.

RESPONSE:

Please see the attached revised Schedule D-2 Revised and Schedule D-2 (Interim)
Revised.

Schedule C-1, Reconciliation of Total Income Tax Provision, does not tie to Schedules

B-1 and B-2.

RESPONSE:

The Utility believes that no deficiency exists in this regard. The Utility has contacted
Staff to further define the nature of the perceived deficiency and is awaiting a call back.

Rose, Sundstrom & Bentley, LLP
SANIANDO CuRTER, 2180 W, State Roab 434, Suire 2118, Loncwoon, Frorina 32779
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0, 2008

7.

On Schedule D-2, Reconciliation of Capital Structure to Requested Rate Base Simple
Average Balance, the simple average for deferred income taxes is stated as $380,029. .
This does not tie to Schedule C-6 which states $375,496. Additionally, supporting
Schedule A-19 shows a zero balance and supporting A-18 shows a balance of $383,118.
Also, the 2006 annual report shows $380,324.

RESPONSE:

Please see the attached Schedule D-1 Revised, Schedule D-1 (Interim) Revised,
Schedule D-2 Revised, Schedule D-2 (Interim) Revised, Schedule C-6 Revised, Schedule
A-18 Revised and Schedule A-19 Revised.

Additional errors requiring correction:

1.

On Schedule C-5, Deferred Income Tax Expense (Final) — Water, the total deferred tax
does not tie to Schedule C-1.

RESPONSE:

Please see the attached revised Schedule C-5 Revised and Schedule C-5 (Interim)
Revised.

On Schedule D-2, Reconciliation of Capital Structure to Requested Rate Base Simple
Average Balance, the simple average for deferred income taxes does not tie to Schedule

C-6.
RESPONSE:

Schedule C-6 reflects annual balances beginning with the year of the last rate case and
ending with the test year. Simple averages are not reflected on this schedule.

Very truly yours, _ 5
;@@%w\m{"’ Xl gen"

MARTIN S. FRIEDMAN
For The Firm

MSF/cm
Enclosures

Rose, Sundstrom & Bentley, LLP
SANLANDO Center, 2180 W. Stare Roan 434, Sinre 2118, Lonowoon, FLORIDA 32779
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cc:  John Hoy, Chief Regulatory Officer (w/enclosures)
Rick Durham, Regional Vice President for Operations (w/enclosures)
Patrick C. Flynn, Regional Director (w/enclosures)
Ms. Deborah Swain (w/enclosures)
Mr. Frank Seidman (w/enclosures)

M:\1 ALTAMONTE\UTILITIES INC\MILES GRANT\(.149) 2007 RATE CASE\PSC Clerk 03 (Respond to Deficiencies).ltr.doc

Rose, Sundstrom & Bentley, LLP
SANLANDO Canter, 2180 W, Srare Roab 434, Surre 2118, Loncwoon, FLoripa 32779
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Recongciliation of Total Income Tax Provision Fiorida Public Service Commission

Company: Miles Grant Water and Sewer Company Schedule: C-1 REVISED
Docket No.: 070695-WS Page 1 of 1
Test Year Ended: June 30, 2007 Preparer: John Hoy

Interim [ ] Final [X]}
Historic [X] Projected []

Explanation: Provide a reconciliation between the total operating income tax provision and the currently payable income taxes on
operating income for the test year.

Line Total Utility Utility
No. Description Ref. Per Books Adjustments Adjusted Water Sewer
1 Current Tax Expense c-2 5 (105,083) § 170,272 % 65189 $ 26,735 § 38,454
§ Deferred Income Tax Expense C-5 (22,079) 22079 $ -
g ITC Realized This Year ’ c-8
g ITC Amortization c-8
g Parent Debt Adjustment Cc-9 - - - - -
12 Total Income Tax Expense $ (127,162} § 192,351 § 65189 % 26,735 % 38,454
44

Supporting Schedules: C-2, C-5,C-8,C-9
Recap Schedules: B-1,B-2



Florida Public Service Commission

Company: Miles Grant Water and Sewer Company Schedule: C-1{interim) REVISED
Docket No.: 070695-WS Page 1 of 1
Test Year Ended: June 30, 2007 Preparer: John Hoy

Historic [X] or Projected [ ]

Explanation: Provide a reconciliation between the total operating income tax provision and the currently payable income taxes on
operating income for the test year.

Line Total Utility Utility
No. Description Ref. Per Books Adjustments Adjusted Water Sewer
1 Current Tax Expense c-2(h § (105,083) $ 167,455 § 62,372 § 23,244 3§ 39,128
2
3 Deferred Income Tax Expense C-5(1) (22,079) 22,079 -
4
5§ ITC Realized This Year c-8
6
7 ITC Amortization c-8
8 (3% ITC and IRC 46(f)}(2))
9
10
11 Total Income Tax Expense $ (127,162) $ 189,534 § 62,372 § 23244 § 39,128
12

Supporting Schedules: C-2, C-5, C-8,C-9
Recap Schedules: B-1,B-2

106
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Comparative Balance Sheet - Assets

Company: Utilities, Inc. of Florida
Docket No.: 070695-WS
Test Year Ended: June 30, 2007

Florida Public Service Commission

Schedule: A-18 REVISED
Page 1 of 1

Preparer: John Hoy

Explanation: Provide a balance sheet for years requested. Provide same for historical base or intermediate years, if not aiready shown.

(1) 2 3 4 (5} (6
Line Prior Year Test Year Adjusted
No. ASSETS Ended 6/30/06 Ended 6/30/07 Adjustments Test Year Average
1 Utility Plant in Service $ 3,839,136 § 4,040,205 $ 4,040,205 % 3,939,670
2 Construction Work in Progress 9,254 524,073 524,073 266,663
3 Other Utility Plant Adjustments
4
§  GROSS UTILITY PLANT 3,848,390 4,564,278 - 4,564,278 4,206,334
6 Less: Accumulated Depreciation {1,114,479) (1,251,844) (1,251,844} (1,183,162)
7
8 NET UTILITY PLANT 2,733,910 3,312,434 - 3,312,434 3,023,172
9
10 Cash 93 - - 45
41 Accounts Rec'b - trade 52,924 67,718 67,718 65,321
12 Notes Receivable
13 Accts. Rec'd - Assoc. Cos.
14  Notes Rec'b - Assoc. Cos.
15  Accts. Rec'b - Other
16  Accrued Interest Rec'b
17 Allowance for Bad Debts
18 Materials & Supplies
19  Miscellaneous Current & Accrued Assets 750 750 750 750
20
21 TOTAL CURRENT ASSETS 63,767 68,468 - 68,468 66,117
22
23 Net nonutility property
24  Unamortized Debt Discount & Exp.
25  Prelim. Survey & Investigation Charges
26 Clearing Accounis
27  Deferred Rate Case Expense 2,386 4611 (1,918) 2,693 2,540
28  Other Miscellaneous Deferred Debits 58,548 36,083 1,338 37,421 47,985
29  Accum. Deferred Income Taxes (390,831) (375,496) - (375,496) (383,164)
30 TOTAL OTHER ASSETS (329,887) (334,801) (580; (335,381) (332,639
31
32 TOTAL ASSETS $ 2,467,780 § 3,046,101 $ (580) § 3,045521 § 2,756,650
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Comparative Balance Sheet - Equity Capital & Liabilities

Company: Utilities, Inc. of Florida
Docket No.: 070695-WS
Test Year Ended: June 30, 2007

Florida Public Service Commission

Schedule: A-19 REVISED
Page 1 of 1
Preparer: John Hoy

Explanation: Provide a balance sheet for years requested. Provide same for historical base or

intermediate years, if not already shown.

(1) 2 {3) ) {5) 6}
Line Prior Year Test Year Adjusted
No. EQUITY CAPITAL & LIABILITIES Ended 6/30/06 Ended 6/30/07 Adjust Test Year Average
1 Common Stock Issued 1,000 § 1,000 1,000 § 1,000
2 Preferred Stock Issued
3  Additional Paid in Capital 1,646,916 1,678,796 1,678,796 1,662,856
4  Retained Earnings 439,680 285,785 (580) 285,205 362,441
§  Other Equity Capital
6
7 TOTAL EQUITY CAPITAL 2,087,596 1,965,581 (580) 1,965,001 2,026,297
8
8 Bonds
10 Reacquired Bonds
11 Advances From Associated Companies 1,906,240 2,300,043 2,300,043 2,103,142
12 Other Long-Term Debt
13
14 TOTAL LONG-TERM DEBT 1,906,240 2,300,043 - 2,300,043 2,103,142
15
16  Accounts Payable 8,818 3,292 3,292 6,055
17  Notes Payable
18  Notes & Accounts Payable - Assoc. Cos. (2,058,478) (1,719,405) (1,719,405} {1,688,941)
19 Customer Deposits 17,575 17,950 17,950 17,763
20 Accrued Taxes 29,649 26,648 26,648 28,148
21 Current Portion Long Term Debt
22 Accrued Interest (1,144} (1,126) (1,126) (1,135)
23 Accrued Dividends
24 Misc. Current and Accrued Liabilities
25
26 TOTAL CURRENT & ACCRUED LIABILITIES (2,003,580) (1,672,641) - (1,672,641) (1,838,110}
27
28  Advances for Construction
29  Prepaid Capacity Charges
30  Accum. Deferred ITC's 23,650 22,944 22,944 23,297
31  Operating Reserves
32
33 TOTAL DEFERRED CREDITS & OPER. RESERVES 23,650 22,944 - 22,944 23,297
34
35 Contributions in Aid of Construction 761,995 751,995 751,985 751,995
36 Less: Accum. Amortization of CIAC (298,121) (321,821) (321,821) (309,971)
37
38 Accumulated Deferred income Taxes
39
40  Total Equity Capital and Liabilities 2,467,780 § 3,048,101 § (580) $ 3045521 § 2,756,650
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Deferred Income Tax Expense (Final) - Water Florida Public Service Commission

Company: Miles Grant Water and Sewer Company . Schedule: C-5 REVISED
Docket No.: 070695-WS Page 1 of 2
Schedule Year Ended: June 30, 2007 Preparer: John Hoy

Historic [X] Projected [ }

Explanation: Provide the calculation of total deferred income tax expense for the test year. Provide detail on items resulting in tax deferrals other than
accelerated depreciation.

Line Total Utility Utility

No. Description Per Books Adjust 1 Adjusted Adjustments Water
1  Timing Differences:
2
3 Tax Depreciation and Amortization $ 84,984 % - % 84,994 $ (84,994) $ -
4 Book Depreciation and Amortization 161,703 (85,333) 66,370 {66,370) -
5
6 Difference (66,709) 85,333 18,624 (18,624) -
7
8§ Other Timing Differences (ltemize):
9 TapFees - -
10 Deferred ITC Amortization 432 432 (432) -
11 Deferred Maintenance Additions - 690 690 (690) -
12 Deferred Maintenance Amortization (12,367) (12,367} 12,367 -
13 Deferred Rate Case Additions 1,147 {988) 159 {159) -
14 Deferred Rate Case Amortization {721) (988) (1,709) 1,709 -
15
16 Total Timing Differences (To C-2) (78,218) 84,047 5,829 (5,829) -
17
18 State Tax Rate 0.085 0.055 0.055 0.055
19 State Deferred Taxes ( Line 15 x Line 17) (4,302) 4,623 321 (321) -
20 (Limited by NOL)
241 State Tax Deferred (4,302) 4,623 321 (321) -
22 Total State Tax Deferred {4,302) 4,623 321 321 -
23
24 Timing Differences For Federal Deferred Taxes
28 (Line 16 -21) (73,916) 79,424 5,508 (5,508} -
26 Federal Tax Rate 0.34 0.34 0.34 0.34 0.34
27
28 Federal Deferred Taxes (Line 23 x Line 24) (25,131) 27,004 1,873 (1,873) -
29
30 Add: State Deferred Taxes (Line 20} (4,302) 4623 321 (321) -
31
32 Total Deferred Tax Expense (To C-1) 3 (29,433) $ 31627 $ 2,194 § (2,194) & -

Supporting Schedules: None
Recap Schedules: C-2
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Deferred income Tax Expense {Final) - Sewer Florida Public Service Commission

Company: Miles Grant Water and Sewer Company Schedule: C-5 REVISED
Docket No.: 070695-WS Page 2 of 2
Schedule Year Ended: June 30, 2007 Preparer: John Hoy

Historic [X] Projected [ ]

Explanation: Provide the caiculation of total deferred income tax expense for the test year. Provide detail on items resulting in tax deferrals
other than accelerated depreciation.

Line Total Uitility Utility

No. Description Per Books Adj its Adjusted Adjust 1 Sewer
1 Timing Differences:
2
3 Tax Depreciation and Amortization $ 86,657 § - % 86,657 $ (86,657) % -
4 Book Depreciation and Amortization 56,172 20,325 76,497 {76,497) -
5
6 Difference 30,485 (20,325) 16,160 {10,180) -
7
8 Other Timing Differences (ltemize):
9 Tap Fees - - - -
10 Deferred ITC Amortization 288 288 (288) -
10 Deferred Maintenance Additions 648 648 (648) -
11 Deferred Maintenance Amortization {11,832) (11,632) 11,832 -
12 Deferred Rate Case Additions 1,079 (930) 149 (149) -
13 Deferred Rate Case Amortization (678) {930) (1,608) 1,608 -
14
15
16 Total Timing Differences (To C-2) 19,542 (21,537) (1,995) 1,995 -
17
18 State Tax Rate 0.085 0.055 0.055 0.055 0.055
19 State Deferred Taxes { Line 16 x Line 18) 1,075 (1,185) (110) 110 -
20 (Limited by NOL)
21 Total State Tax Deferred 1,075 (1,185) (110} 110 -
22
23 Timing Differences For Federal Deferred Taxes
24 ({Line 15 -18) 18,467 (20,352} {1,885) 1,885 -
25 Federal Tax Rate 0.34 0.34 0.34 0.34 0.34
26
27 Federal Deferred Taxes (Line 23 x Line 24) 68,279 {6,920) {841) 841 -
28 Add: State Deferred Taxes {Line 21) 1,075 (1,185) (110) 110 -
29
30 Totai Deferred Tax Expense (To C-1) $ 7,354 $ (8,105) $ (751) $ 751 § -

Supporting Schedules: None
Recap Schedules: C-2
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Deferred Income Tax Expense (Interim) - Water Florida Public Service Commission

Company: Miles Grant Water and Sewer Company Schedule: C-5(interim) REVISED
Docket No.: 070696-WS Page1of 2
Schedule Year Ended: June 30, 2007 Preparer: John Hoy

Historic [X] Projected []

Explanation: Provide the calculation of total deferred income tax expense for the test year. Provide detail on items resulting in tax deferrals other than
accelerated depreciation.

Line Total Utility Utility

No. Description Per Books Adjust t: Adjusted Adjustments Water
1 Timing Differences:
2
3 Tax Depreciation and Amortization $ 84,994 $ - 8 84994 § (84,994) $ -
4 Book Depreciation and Amortization 151,703 {85,333) 66,370 (66,370) -
5
6 Difference (66,709) 85,333 18,624 (18,624) -
7
8 Other Timing Differences (temize):
9 Deferred ITC Amortization 432 432 (432) -
9 Tap Fees - - - -
10  Deferred Maintenance Additions - 690 690 (690) -
11 Deferred Maintenance Amortization (12,367) (12,367) 12,367 -
12 Deferred Rate Case Additions 1,147 (988) 159 (159) -
13 Deferred Rate Case Amortization (721) (988) (1.709) 1,709 B
14
15 Total Timing Differences (To C-2) (78,218) 84,047 5,829 (5,829) -
16
17 State Tax Rate 0.055 0.055 ‘0,055 0.055 0.055
18 State Deferred Taxes { Line 15 x Line 17} {4,302} 4,623 321 (321 -
19 (Limited by NOL)
20 Total State Tax Deferred {4,302) 4,623 321 (321) -
21
22 Timing Differences For Federal Deferred Taxes
23 (Line 15 - 20) (73,916) 79,424 5,508 (5,508) -
24 Federal Tax Rate 0.34 0.34 0.34 0.34 0.34
25
26 Federal Deferred Taxes {Line 23 x Line 24) (25,131) 27,004 1,873 (1,873) -
27 Add: State Deferred Taxes (Line 20} (4,302) 4,623 321 (321) -
28
29 Total Deferred Tax Expense (To C-1) $ (29,433) % 31,627 § 2,194 $ {(2,194) $ -

Supporting Scheduies: None
Recap Schedules: C-2
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Deferred income Tax Expense (Iinterim} - Sewer Florida Public Service Commission

Company: Miles Grant Water and Sewer Company Schedule: C-5(Interim) REVISED
Docket No.: 070695-WS Page 2 of 2
Schedule Year Ended: June 30, 2007 Preparer: John Hoy

Historic [X] Projected { ]

Explanation: Provide the calculation of total deferred income tax expense for the test year. Provide detail on items resulting in tax deferrals
other than accelerated depreciation.

Line Total Utility Utility

No.. Description Per Books Adjustments Adjusted Adjustments Sewer
1 Timing Differences:
2
3 Tax Depreciation and Amortization $ 86,657 $ - 8 86,657 § (86,657) & -
4 Book Depreciation and Amortization 56,172 20,325 76,497 (768,497) -
5
& Difference 30,485 (20,325) 10,160 (10,160) -
7
8 Other Timing Differences (ltemize):
9 Tap Fees - - - -
10 Deferred ITC Amortization 288 288 (288) -
10 Deferred Maintenance Additions 648 648 (648) -
11 Deferred Maintenance Amortization {11,632) {11,832) 11,632 -
12 Deferred Rate Case Additions 1,079 (930} 149 (149) -
13 Deferred Rate Case Amortization (878) (230) {1,608} 1,608 -
14
15 Total Timing Differences {To C-2) 19,642 (21,537) (1,995) 1,995 -
16
17 State Tax Rate 0.055 0.055 0.055 0.055 0.055
18 State Deferred Taxes ( Line 15 x Line 17) 1,075 (1,185) (110) 110 -
19 (Limited by NOL)
20 Total State Tax Deferred 1,075 (1,185) (110) 110 -
21
22 Timing Differences For Federal Deferred Taxes
23 {Line 15-20) 18,467 (20,352} (1.885) 1,885 -
24 Federal Tax Rate 0.34 0.34 0.34 0.34 0.34
25
26 Federal Deferred Taxes (Line 23 x Line 24) 6,279 (6,920) {641} 641 -
27 Add: State Deferred Taxes (Line 21) 1,075 (1,185) (110) 110 -
28
29 Total Deferred Tax Expense (To C-1) $ 7,354 § (8,105) $ (751} § 751 § -

Supporting Schedules: None
Recap Schedules: C-2
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