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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 


COMMISSION STAFF 


DIRECT TESTIMONY OF DEBRA M. DOBIAC 


DOCKET NO. 110200-WU 


DECEMBER 6, 2012 


Q. Please state your name and business address. 

A. My name is Debra M. Dobiac, and my business address is 2540 Shumard Oak 

Boulevard, Tallahassee, Florida, 32399. 

Q. By whom are you presently employed and in what capacity? 

lOA. I am employed by the Florida Public Service Commission as a Public Utilities 
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Analyst II in the Office of Auditing and Perfonnance Analysis. 

Q. How long have you been employed by the Commission? 

A. I have been employed by the Commission since January 2008. 

Q. Briefly review your educational and professional background. 

A. I graduated with honors from Lakeland College in 1993 and have a Bachelor of 

Arts degree in accounting. Prior to my work at the Commission, I worked for 6 years in 

internal auditing at the Kohler Company and First American Title Insurance Company. I 

also have approximately 12 years of experience as an accounting manager and controller. 

Q. Please describe your current responsibilities. 

A. Currently, I am a Public Utilities Analyst II with the responsibilities of managing 

regulated utility financial audits. I am also responsible for creating audit work programs 

to meet a specific audit purpose. 

Q. Have you presented testimony before this Commission? 

A. Yes. I testified in the Aqua Utilities Florida, Inc. Rate Case, Docket No. 080121­

WS, the Water Management Services, Inc. Rate Case, Docket No. 100104-WU, and the 
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Gulf Power Company Rate Case, Docket No. 110138-EI. 

Q. 	 What is the purpose ofyour testimony today? 

A. 	 The purpose of my testimony is to sponsor the staff audit report of Water 

Management Services, Inc. (Utility), which addresses the Cash Flow Audit as 

required by the Commission in Order No. PSC-II-OO 1 O-SC-WU in Docket No. 

100104-WU. I will also address Finding 7, Cash Flow Analysis Update, in the 

Rate Case Audit Report filed in Docket No. 110200-WU. The Cash Flow Audit 

Report and the Rate Case Audit Report are filed with my testimony and are 

identified as Exhibit DMD-l and Exhibit DMD-2, respectively. 

Q. 	 Were these audits prepared by you? 

A. 	 Yes. 

Q. Please describe the work you performed in the Cash Flow Audit, Exhibit 

DMD-l. 

A. We scheduled each of the Utility's 14 cash accounts by month from January 1, 

2004, through December 31, 2010, separating cash receipts from disbursements, and 

determined the disposition ofany excess cash or the resolution ofany cash shortages. 

We scheduled the beginning and ending balance for each month from January 1, 

2004, through December 31, 2010, for Account 123 - Investment in Associated 

Companies (Account 123). We documented the transactions that represented cash flows 

into the Utility from associated companies and cash flows out of the Utility to associated 

companIes. 

We analyzed all invoices, receipts, and other documentation supporting the 1 ,368 

transactions in Account 123 and determined whether the amounts represented security 

investments or were duplicative ofthe Utility's expenses. 

We scheduled the 17 current and long-term notes payable accounts recorded on 
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the Utility's books, indicating the beginning and ending balance of debt for each month 

from January 1, 2004, through December 31, 2010. We obtained copies of the loan 

agreements or other documentation that verified the amount of debt incurred by the 

Utility's President and associated companies used for the Utility's operations. 

We scheduled the Department of Environmental Protection (DEP) loan and its 

four amendments and noted the change in interest rate, the amount of the decrease in the 

annual debt service, and the incremental increase in interest paid over the term of the new 

DEP loan compared to the total amount of interest applicable to the original loan. 

Q. 	 Please review the audit findings in the Cash Flow Audit, Exhibit DMD-l. 

A. 	 Our report included five findings, which are explained on the following pages. 

Finding 1: Associated Companies - General 

This finding discusses that the Utility's President has been an Officer, Director, 

Managing Partner, General Partner, and majority owner of the following entities: 

• Brown Management Group, Inc. 

• Leisure Development Services, Inc. 

• St. George's Plantation, Inc. 

• Equity Management Systems, Inc. 

• Real Estate Services ofNorth Florida, Inc. 

• Gene D. Brown, P.A. 

• Real Estate Equities ofFlorida, LLC 

• Leisure Properties, Ltd. 

• St. George Island Utility Co., Ltd. 

We had requested that the Utility provide any contracts, agreements, or other 

business arrangements between the Utility's officers and directors for professional 

services for each firm, partnership, or organization with which the director or officer is 
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affiliated. The Utility stated that there are no written documents responsive to this 

request. The Utility's President owns, either personally or through various business 

entities, the controlling interest in the Utility and the aforementioned associated 

companies. 

Finding 2: Cash Receipts and Disbursements 

This fInding discusses the comparison of the Utility's cash received to the cash 

spent on utility and non-utility related expenditures. 

The utility activity cash receipts include utility loan proceeds, cash advances, 

interest income, proceeds from the sale of assets, proceeds from the Supply Main lawsuit, 

and cash received for regulated utility services. The utility activity cash disbursements 

include loan payments, credit card payments, lease payments, and utility-related 

investment in capitalized assets and operational expenses. Cash receipts for utility 

activities were greater than cash disbursements in fIve of the seven years. In two of the 

years, 2004 and 2010, cash disbursements were greater than cash receipts. 

The non-utility activity cash receipts include funds from the Utility's President, 

associated companies, proceeds from a lease agreement, and cash received from non-

utility services. The non-utility activity cash disbursements include funds to the Utility's 

President, associated companies, payroll tax penalties, bank and credit card fees, and 

other costs pertaining to non-utility services. In fIve of the seven years, cash 

disbursements for non-utility activities were greater than cash receipts. In two of the 

years, 2004 and 2010, cash receipts were greater than cash disbursements. 

From January 1, 2004, through December 31, 2010, utility activity cash receipts 

exceeded cash disbursements by $442,475; therefore, cash flow was positive. Non-utility 

activity cash disbursements exceeded cash receipts by $883,264; therefore, cash flow was 

negative. Overall, cash disbursements for the Utility exceeded cash receipts by $440,789 
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during the seven-year period; therefore, cash flow was negative. 

In addition, we analyzed the Accounts Receivable (AIR) aging reports for the 

years 2005 through 2010. The Utility did not have a 2004 AIR aging report available. 

For the six years reviewed, the AIR average aging reports show that 77 percent of the 

accounts were current, 4 percent were 30-59 days past due, 1 percent were 60-89 days 

past due, and 18 percent were greater than 90 days past due. 

Audit staff also analyzed the Accounts Payable (AlP) aging reports for the years 

2004 through 2010. For the seven years reviewed, the AlP average aging reports show 

that 22 percent of the accounts were current, 14 percent were 31-60 days past due, 6 

percent were 61-90 days past due, and 58 percent were greater than 91 days past due. 

The analysis of the Utility's AIR and AlP aging reports demonstrate that the 

Utility received its cash from the ratepayers in a timely manner, but did not pay its 

operational and financing expenses timely. 

Finding 3: Investments in Associated Companies 

This finding discusses our review of the supporting documentation for the 1,368 

transactions in Account 123 from January I, 2004, through December 31, 2010. We 

determined that the transactions were either: 

1. 	 Utility cash being used for the benefit of the Utility's President or associated 

companies, and vice versa, or 

2. 	 Utility-related expenses being recorded in a non-cash transaction, such as 

recording legal expense without actually paying the Utility'S President for his 

services or selling a vehicle to Brown Management Group by removing the asset 

and the corresponding debt without recording cash proceeds. 

The amount of $3,095,289 was identified as a receivable from the Utility's 

President and associated companies. The amount of $1,920,214 was identified as a 
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payable to the Utility's President and associated companies. This results in a net 

receivable from the Utility's President and associated companies of$I,175,075, which is 

the same amount recorded on the Utility's books, as of December 31,2010. 

The net receivable of $1,175,075 from the Utility's President and associated 

companies, as of December 31, 2010, represents funds that have been moved out of the 

Utility to the Utility's President or one ofhis associated companies. 

Finding 4: Debt Incurred by the Utility's President and Associated 

Companies 

This finding discusses the details of the terms and conditions of the debt and/or 

loans, which the Utility's President claimed were incurred by him and Brown 

Management Group, Inc. on behalf of the Utility. 

We received documentation for seven loans totaling $935,301. The outstanding 

balance, as of December 31,2010, was $372,147. 

Finding 5: Department of Environmental Protection Loan Restructured 

This finding discusses the DEP loan agreement the Utility originally entered into 

on December 20, 2001. The Utility entered into four amendments to the loan from 

December 31,2002, through February 18,2011, which revised the terms of the loan. 

Ultimately, the term of the DEP loan was increased an additional 10 years for an 

incremental increase in interest expense of $928,071, while the Utility's annual loan 

payments were lowered by $112,507. 

Q. Please describe the work you performed in the Rate Case Audit Finding 7, 

Cash Flow Analysis Update, Exhibit DMD-2 Page 7 of 26. 

A. We scheduled each of the Utility's cash accounts by month for the 12-months 

ended December 31, 2011, and separated cash receipts from disbursements. We also 

reviewed Account 123 - Investment in Associated Companies for any activity. 
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Q. Please review Finding 7, Cash Flow Analysis Update, of the Rate Case Audit 

2 Report, Exhibit DMD-2 Page 19 of 26. 

3 A. Finding 7: Cash Flow Analysis Update 

4 This finding discusses the updated statements of cash flows for 2011. Audit staff 

presented the Utility~s cash flow using three different methods. 

6 First, the direct method reflects the principal components of cash receipts and cash 

7 payments for operating, investing, and financing activities, excluding non-cash 

8 transactions. 

9 Second, the indirect method reconciles net income to net cash flows from 

operating activities. The adjustments necessary to complete this reconciliation are made 

11 to net income to remove the effects of all non-cash deferrals~ all non-cash accruals~ and all 

12 items classified as investing or financing cash flows. 

13 Third, we analyzed the data separating cash receipts and cash disbursements into 

14 utility and non-utility activity for regulatory purposes. 

During the eight-year period reviewed, 2004 through 2011, the Utility had an 

16 overall decrease in cash of $459,828 with an ending negative cash balance of$18,585, as 

17 shown in all three statements. However, there was a $470,725 increase of cash for utility 

18 activity. The cash decrease of $930,552 represents non-utility activity, which includes 

19 cash to and from the Utility's affiliates. Account 123 - Investments in Associated 

Companies had an incremental increase of $40,000 during 2011, as shown on Exhibit 

21 DMD-2 Page 2 of5. 

22 Q. Please summarize your testimony. 

23 A. Our analysis of Account 123 ­ Investments in Associated Companies notes 

24 a balance of$I,215,075 as of December 31,2011. This demonstrates that over an 

eight-year period ending December 31, 2011, more cash flowed out of the Utility 
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to the Utility's President or one ofhis associated companies than flowed in. 

Q. Does that conclude your testimony? 

A. Yes. 
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Purpose 

To: Florida Public Service Commission 

We perfonned the procedures enumerated in this report to meet the agreed-upon 
objectives set forth by the Division of Economic Regulation in its audit service request dated 
January 7, 2011. Audit staff applied these procedures to prepare the accompanying Exhibits 1 
through 3 for the period January 1, 2004 to December 31, 2010 for Water Management Services, 
Inc. 

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

1 
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Objectives and Procedures 

General 

Definitions 

The audit period is from January 1,2004 to December 31,2010. 

The Utility or WMSI refers to Water Management Services, Inc., which is a C Corporation for 
tax purposes. 

Gene D. Brown is the President and General Manager of the Utility. 

During the Utility's last rate case, Docket No. lOOI04-WU, an issue was raised concerning the 
balance in the Utility's Account 123 - Investments in Associated Companies. Order No. PSC­
11-00lO-SC-WU I states: 

Based on the record in this proceeding, it cannot be determined if the level of 
investment in associated companies is appropriate. However, the amounts in 
question are not included in rate base and are not considered in the determination of 
the appropriate rates. That said, based on the circumstances in this case, our staff 
shall initiate a cash flow audit of the Utility as soon as possible, and, if it is 
detennined that the activity in the account has impaired the Utility's ability to meet 
its financial and operating responsibilities, our staff shall recommend an 
appropriate adjustment for imprudence. 

Subsequent Events 

The Utility provided its own cash flow analysis on May 20,2011, which we did not audit. The 
Statement ofCash Flows and the findings in this report are based on audit staft"s analysis of the 
Utility's books and records. 

Audit staff was informed that, on January 3, 2011, the security interest in Brown Management 
Group, Inc. was transferred to the Utility for the value of the balance in Account 123 ­
Investment in Associated Companies as of December 31, 2010. The Utility now owns 100 
percent of Brown Management Group, Inc. This transaction has no effect on the conclusions 
drawn in this report. 

Audit Finding 1 discusses the business relationships between the Utility and the associated 
companies. 

Cash Flow Analysis 

Cash 

Objectives: The objectives were to determine the beginning and ending balances of cash for 
each month of the audit period and to compare the cash received for services rendered to the cash 

1 Order No. PSC-II-OOlO.SC-WU, issued January 3,2011, Docket No. lOOl04-WU,1n Re: Application (or increase 
in water rates in Franklin County ~Water Management Services, Inc,. page 56. 
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disbursed for utility-related expenses. An additional objective was to determine how the Utility 
accounted for any cash deficiencies. 

Procedures: Audit staff scheduled each of the Utility's 14 cash accounts by month for the audit 
period and separated cash receipts from disbursements. We determined the disposition of any 
excess cash or the resolution ofany cash shortages. Audit Finding 2 discusses our findings. 

Investments in Associated Companies 

Objeetives: The objectives were to determine the beginning and ending balance recorded in the 
National Association of Regulatory Utility Commissioners (NARUC) Account 123 ­
Investments in Associated Companies for each month of the audit period and to verify the 
movement of funds between the Utility and associated companies. 

Proeedures: We scheduled the beginning and ending balance for each month of the audit period 
for Account 123 - Investment in Associated Companies (Account 123). Audit staff documented 
the transactions that represented cash flows into the Utility from associated companies and cash 
flows out of the Utility to associated companies. 

Objectives: The objectives were to: 

• 	 Review all invoices, receipts, and other documentation that verifies amounts paid 
by Gene Brown and associated companies on behalf of the Utility for the audit 
period, 

• 	 Insure that these amounts are not duplicative of other expenses or investments 
recorded on the Utility's books and records, and 

• 	 Verify how much, if any, of the balance recorded in Account 123 represents 
amounts due to or from Gene Brown and associated companies for utility-related 
expenses. 

Proeedures: Audit staff analyzed all invoices, receipts, and other documentation supporting the 
1,368 transactions in Account 123 and determined if the amounts represented security 
investments or were duplicative of the Utility's expenses. Audit Finding 3 discusses these 
transactions. 

Debt Instruments 

Objectives: The objective was to determine how much debt Gene Brown or associated 
companies incurred on behalf of the Utility over the audit period. In addition, we were to obtain 
copies of all loan agreements or other documentation that verifies the debt and to prepare a 
schedule that details the terms and conditions ofall identified debt. 

Procedures: We scheduled the 17 current and long-term notes payable accounts recorded on the 
Utility's books, which indicated the beginning and ending balance of debt for each month of the 
audit period. Audit staff obtained copies of the loan agreements or other documentation that 
verified the amount of debt incurred by Gene Brown and associated companies used for the 
Utility's operations. Audit Finding 4 discusses the debt. 

Objectives: The objective was to verify the change in interest rate, the amount of the decrease 
in the annual debt service. and the incremental increase in interest paid over the tem of the new 
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Department of Environmental Protection (DEP) loan compared to the total amount of interest 
applicable to the originalioan. 

Proeedures: We scheduled the DEP loan and its four amendments noting the parameters listed 
in the preceding objectives. Audit Finding 5 discusses our results. 

4 
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Audit Findings 

FiDdiDg 1: Associated Companies - GeDeral 

Audit ADalysis: The following is NARUC's definition ofAssociated Companies: 

"Associated Companies" means companies or persons that, directly or indirectly, 
through one or more intermediaries, control, or are controlled by, or are under 
common control with, the accoWlting company. 

"Control" (including the terms "controlling:' "controlled by," and "under 
common control with") means the possession, directly or indirectly, of the power 
to direct or cause the direction of the management and policies of a company, 
whether such power is exercised through one or more intermediary companies, or 
alone, or in conjWlction with, or pursuant to an agreement, and whether such 
power is established through a majority or minority ownership or voting of 
securities, common directors, officers. or stockholders, voting trusts, holding 
trusts, associated companies, contract or any other direct or indirect means. 

The following associated companies identify Gene Brown as an Officer, a Director, and majority 
owner: 

• Brown Management Group, Inc. 

• Leisure Development Services. Inc. 

• S1. George's Plantation, Inc. 

• Equity Management Systems, Inc. - dissolved August 6, 20] 0 

• Real Estate Services ofNorth Florida, Inc. - dissolved August 6, 20 10 

• Gene D. Brown, P.A. - dissolved September 26,2008 

The following partnership identifies Gene Brown as the Managing Partner and majority owner: 

• Real Estate Equities ofFlorida, LLC - dissolved August 6, 20] 0 

The following partnerships identify a company for which Gene Brown is an Officer, a Director, 
and majority owner as the General Partner: 

• Leisure Properties, Ltd. 

• St. George Island Utility Co., Ltd. 

In addition, Sandra Chase, the Vice President of the Utility, is the President and Director ofSMC 
Investment Properties, Inc., which is also an associated company of the Utility. 

Audit staff requested that the Utility provide any contracts, agreements, or other business 
arrangements between the Utility's officers and directors for professional services for each firm, 
partnership. or organization with which the director or officer is affiliated. The Utility stated that 
there are no written documents responsive to this request. 

Conelusion: Gene Brown owns, either personally or through various business entities, the 
controlling interest in the Utility and the associated companies referenced above except for SMC 
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Investment Properties, Inc. Therefore, all transactions between the Utility and associated 
companies other than SMC Investment Properties, Inc. are under the absolute control of Gene 
Brown. 

6 
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Finding 2: Cash - Receipts and Disbursements 

Audit Analysis: We compared the Utility's cash received to the cash spent on utility and non­
utility related expenditures. Table-l summarized the results from the Utility's cash disbursement 
journal. 

Table-l 

Water Management Services, Inc. 

UTILITY ACTIVITY NUN-UTILUY A ... IIYIII' 

For Twelve 
Months 
Enell.: 

Total 

Cuh 

Cash 

Receipts 

Cuh 

Disbursements 

Net 

Cash 

Cuh 

Receipts 

Cuh Net Total 

Disbursements Cash Cuh 
I lZl3lJlOOJ ~ 441,242 
, NetCblDlf S 7,346 $ 2,299,729 S (2,632,838' S (333,109 $ 881,792 $ (541,337) $ 340,455 $ 7,346 

UI3l/lOO4 448,588 
NetCballle (274,769) 2,226,978 (1,930,387) 296,591 258,836 (830,196 (571,360) (274,769) 

lZl311lOO5 173,819 
NetClwlle (103,131) 2,017,197 (1,806,488 210,709 200,056 (513,896) (313,840 (103,131) 

11I311l006 70,688 
NetChallle (60,187) 1,971,529 (1,888,752 82.n7 211,190 (354,854' (143664 (60,887] 

lZl311lOO7 9,801 
NetCullle (28,783) 2,210,356 (2,011,331 199,02S 231,279 (459,087) J227,808 ~83) 

lZl311l008 (18,982) 
Net CMllle 2,639 1,460,251 (1,429,435) 30,816 413,475 (441,652) (28,177) 2,639 

IZI3IIl009 (16343) 
NetC.....e 16.796 1,489,158 (1,533,492) (44,334) 363,989 (302,859 61,130 16,796 

IllJIIlOIO 453 
Totll FertOCl 
NetCballle: $ (440,789) $ 13,67S,198 $ (13,232,723 $ 442,4" $ 2,560,617 $ (3,443.881 ) $ (883.264) $ (440,789) 

The utility activity cash receipts include utility loan proceeds, cash advances, interest income, 
proceeds from the sale of assets, proceeds from the Supply Main lawsuit, 2 and cash received for 
regulated utility services. The utility activity cash disbursements include loan payments, credit 
card payments, lease payments, and utility-related investment in capitalized assets and 
operational expenses. As shown in Table-I, cash receipts were greater than. cash disbursements 
in five of the seven years. In two of the years, 2004 and 2010, cash disbursements were greater 
than cash receipts. 

The non-utility activity cash receipts include funds from Gene Brown, associated companies, 
proceeds from a lease agreement, and cash received from non-utility services. The non-utility 
activity cash disbursements include funds to Gene Brown, associated companies, payroll tax 
penalties, bank and credit card fees, and other costs pertaining to non-utility services. In five of 
the seven years, cash disbursements were greater than cash receipts. In two of the years, 2004 
and 2010, cash receipts were greater than cash disbursements. 

2 ~ Order No. PSC-11-QOIO-SC-WU, issued January 3, 2011, Docket No. 100lO4-WU, In Re: Application for 
increase in water rates in Franklin County by Water Management Services. Inc., page 12. 
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In the utility activity cash disbursement totals in Table-I, transactions include a minimal amount 
of late fees and finance charges, which nonnally is a non-utility activity. Because the amount is 
approximately .007 percent of the $13 million, we did not itemize these fees. Audit staff 
believes that the fees would not have a material impact on Table-I. 

We analyzed the Accounts Receivable (AIR) aging reports for the years 2005 through 2010. The 
Utility did not have a 2004 AIR aging report available. For the six years reviewed, the AIR 
average aging reports show that 77 percent of the accounts are current, 4 percent are 30-59 days 
past due, 1 percent are 60-89 days past due, and 18 percent are greater than 90 days past due. 
Audit staff also analyzed the Accounts Payable (AlP) aging reports for the years 2004 through 
2010. For the seven years reviewed, the AlP average aging reports show that 22 percent of the 
accounts are current. 14 percent are 31-60 days past due. 6 percent are 61-90 days past due, and 
58 percent are greater than 91 days past due. 

CODclusioD: During the audit period, utility activity cash receipts exceeded cash disbursements 
by $442,475; therefore, cash flow was positive. Non-utility activity cash disbursements 
exceeded cash receipts by $883,264; therefore, cash flow was negative. Overall, cash 
disbursements for the Utility exceeded cash receipts by $440,789~ therefore, cash flow was 
negative. 

The analysis of the Utility's AIR and AlP aging reports demonstrate that the Utility receives its 
cash from the ratepayers in a timely manner, but does not pay its operational and financing 
expenses timely. 
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Finding 3: Investments in Associated Companies 

Audit Analysis: NARUC defines Account 123 - Investment in Associated Companies as 
follows: 

A. This account shall include the book cost of investments in securities issued or 
assumed by associated companies (See definition in Finding I) and investment 
advances to such companies, including interest accrued thereon when such 
interest is not subject to current settlement. Include also the offsetting entry to the 
recording ofamortization ofdiscount or premium on interest-bearing investments 
(See account 419-Interest and Dividend Income). 

B. The account shall be maintained in such manner as to show the investment in 
securities of, and advances to, each associated company together with full 
particulars regarding any ofsuch investments that are pledged. 

Based on the review of the supporting documentation for the 1,368 transactions (averaging 
approximately 17 transactions per month) in Accomt 123 during the audit period, we detennined 
that the transactions were either: 

I. 	Utility cash being used for the benefit of Gene Brown or associated companies, and vice 
versa, or 

2. 	 Utility-related expenses being recorded in a non-cash transaction, e.g. recording legal 
expense without actually paying Gene Brown for his services or selling a vehicle to 
Brown Management Group by removing the asset and the corresponding debt without 
recording cash proceeds. 
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Audit staff does not believe that these 1,368 transactions recorded during the audit period meet 
the NARUC defmition for Account 123 - Investments in Associated Companies. We 
reclassified the transactions as shown in Table-2. 

Table-2 

A,egugt DeserigligD Debit Credit 

145 AIR-Gene Brown $2,127,074 

145 AIR-Brown Management Group $ 458,684 

145 AIR-Gene Brown PA $ 62,168 

145 AIR-Equity Management Systems $ 71,606 

145 AIR-Real Estate Services ofNorth Florida $ 5,460 

145 AIR-Real Estate Equities ofFlorida $ 39,489 

145 AIR-Reed Brown $ 2,705 

145 AIR-Land in Florida, Inc $ 197,978 

145 AIR-Leisure Development $ 150 

145 AIR-Leisure Properties $ 6,598 

145 AIR-St. George Island Utility Company $ 41,127 

145 AIR-St. George Plantation $ 150 

145 AIR-SMC Investments $ 85,000 

145 AIR-Nancy Allee $ 100 

123 Investments in Associated Companies $1,175,075 

233 AlP-Gene Brown $ 576,460 

233 AlP-Brown Management Group $ 708,574 

233 AlP-Gene Brown PA $ 347,519 

233 AlP-Equity Management Systems $ 182,211 

233 AlP-Real Estate Services ofNorth Florida $ 100 

233 AIR-Real Estate Equities of Florida $ 20,350 

233 AIP-SMC Investments $ 85,000 

10 
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CODclusion: Order No. PSC-I 1-001O-SC-WU3
, with respect to Account 123, states: 

Witness Brown testified that all funds that flowed through this account were used to pay 
debt service on loans incurred by BMG and himself personally to obtain financing to 
keep the Utility in operation. 

Audit staff's analysis demonstrates that the transactions in Account 123 - Investment in 
Associated Companies should be zero. The amount of $3,095,289 should be recorded as a 
receivable from Gene Brown and associated companies. The amount of $1,920,214 should be 
recorded as a payable to Gene Brown and associated companies. This results in a net receivable 
from Gene Brown and associated companies of $1,175,075, which is the same amount recorded 
in Account 123 - Investments in Associated Companies as of December 31, 2010. Table-2 
reflects the entries necessary to record the balances described above. 

The net receivable of $ 1,175,075 from Gene Brown and associated companies, as of December 
31, 2010, represents funds that have been moved out of the Utility for either Gene Brown's 
personal use or one of his associated companies. 

3 Order No. PSC-Il-OOIO-SC-WU, issued January 3, 2011, Docket No. lOOI04-WU, In Re: Ap,plication for increase 
in water rates in Franklin County by Water Management Services. Inc., page S1. 
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Finding 4: Debt Incurred by Gene Brown and Associated Companies 

Audit Analysis: We scheduled the details of the terms and conditions of the debt and/or loans, 
which Gene Brown (GDB) claims was incurred by him and Brown Management Group (BMG) 
on behalf of the Utility. The results are summarized in Table-3. 

Table·3 
Outstanding 

Financial Original Balance Interest 

Institution Borrower Term Amount 1213112010 Rate 

(1) ASB4 GDBPA Revolving Credit $ 20,000 $ 17,869 Variable 

(2) ASB GDBPA Revolving Credit $ 30,000 $ 28,335 Variable 

(3) ASB GDB 20 years $150,000 $148,092 Variable 

(4) FMBs BMG 20 years $360,000 $ -0­ 7.50% 

(5) FMB BMG Tbreeyears $ 50,301 $ 27,851 6.75% 

(6) FMB BMG Five years $175,000 $ -0­ 6.85% 

(7) CSB6 BMG One year ~150~000 ~150s000 6.50% 

TOTAL: $935,301 $372,147 

----­----­

Debts (1) and (2) are business flexline accounts. Debt (3) is an equity line secured by Gene 
Brown's home. Debt (4) represents the mortgage for the purchase of two lots on November 1, 
2007. Brown Management Group purchased these lots, which were originally purchased by the 
Utility for $236,000 in 2006. However, the Utility purchased those lots from Brown 
Management Group for $325,000 on October 15,2010. Debt (5) is a business loan for working 
capital and debt (6) was a business loan paid off on August 3, 2010. Finally, debt (7) is a 
commercial revolving draw, which renews annually. 

Conclusion: These funds have been accounted for through the recommended entry in Audit 
Finding 3 (fable-2) as payables. 

4 ASB _ Amsouth Banlc 
, FMB - Fanners and Merchants Banlc 
6 CSB _ Citizens State Bank 
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Finding 5: Department of Environmental Protection Loan Restructured 

Audit Analysis: The Utility entered into a loan agreement with the Department of 
Environmental Protection (DEP) on December 20, 200 I. The principal amount of the loan was 
$3,000,000, excluding capitalized interest, with a loan service fee of $58,252 and an interest rate 
of 3.05 percent per annum. The loan was to be repaid in 40 semiannual payments (20 years) of 
$104,894 beginning on November 15,2003. 

The Utility entered into Amendment 1 of the loan agreement on December 31, 2002. The 
additional financing was for $3,080,833, excluding capitalized interest, with another loan service 
fee of $59,823, an interest rate of 2.93 percent per annum, and with a revised semiannual 
payment of$209,823. 

On September 30, 2004, the Utility entered into Amendment 2, which revised the semiannual 
payments to $208,695 in order to reflect the capitalized interest and payments made to date. 

On December 30, 2009, the Utility entered into Amendment 3, which represented a restructuring 
of the loan because it missed a payment on November 15,2009. This amendment deferred the 
May IS, 2010 payment and extended the term to 60 semiannual payments (30 years) with no 
change to the interest rates. The revised semiannual payments of $104,751 were to begin 
November 15,2010. 

The Utility entered into Amendment 4 on February 18, 2011 because of a missed payment on 
November 15,2010. The Utility made an interest payment of $73,096 on May 15,2011. The 
revised semiannual payments of $152,442 will begin on November 15,2011. There will be no 
change to the interest rates or remaining term. 

Conelusion: The term of the DEP loan was increased an additional 10 years, which lowered the 
Utility's annual loan payments by $112,507, however the incremental increase in interest 
expense over the term of the loan will be $928,071. 

13 
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Exhibits 

Exhibit 1: Comparative Statement of Cash Flows 

Seve. Year 
Atd.,ity 

IV3tJ2804 11I31JlOOS 11I31/Z81t\ 11l3JJ:ZOO7 11I31JlOO8 1113JJlOO9 11l31fltlO IlI3l1l810 

QIb fUll Qas:[ltiOlll 
Incomel(Loss) from 

S 79,037 S (61,607) S (94,716) $ (57.770) S(26O,464) $(331,691) $ (504,038) $ (J ,231,249) 

income to net cash &om 
2I!!:ratiOllS: 
Depree/Amott 222,243 222,800 233,901 207,664 196,776 175,545 199,395 1,458,323 
Loan Fees Amon 403 12,699 29,730 19,073 18,939 18,643 12,103 III,590 
(GainYLoss on Sale ofUPIS 6,330 (23,160) (227,098) (210,420) 7,286 (4,500) (J,SOO) (453,061) 
PSC A~\lStmcots 222,536 222,536 
Accounts Receivable (11,090) 5,292 (7,754) 17,458 2,235 7.1nt (34,505) (20,554) 
Prepaid Expense (9,466) (132) (4,072) (10,445) 7,224 8,282 31 (8,578) 
interest Receivable (719) 719 
Misc. Deferred Debits (148,942) (6,502) 38,113 38,800 38,800 (26,738) (164,482) (230,9,51) 
Accounts Payable (253,815) (9,264) (60,822) 5,429 (38,142) 109,682 270,016 23,085 
CIJStoIIIer Deposits 2,485 1,738 (6,210) 101,681 (26,414) (5,146) 32,505 100.639 
Aeeruals 17,054 14,270 (17,350) 3S7 (25,572) 57,071 (41,088) 4,742 

~iil Reserves 
~u Flows frOID 

801000 ~80,OOOl 

!!e!radoal ~.760! IS~16 (ns,ss9! Ulz!28 ~7't!34l .~ !!,,olZl ~1314781 

!dlh Elal rtll! I!lXadDI 
UPIS 
Investments in Assoc Co 
AIR-Assoc Co 

(164,785) 
(110,532) 
240,306 

A 
A 

(123.742) 
(535,316) 

B (103,038) 
(127,586) 

C 427,107 
(151.183) 

E 660,188 
(236,086) 

II' (12,981) 
(53,202) 

(211,768) 
38,830 

470,981 
(1,175,075) 

240,306 
NIR-Assoc Co (200,000) D 50,000 SO,OOO 100,000 
Non-Utility Property (325,800) (325,800) 
Disallowed Investment in 
UPIS 
Net casli nows fl'ftl 

(380,713) (380,713) 

lovtlti!!l 

~Ib Flow. rmm tlDlHiIIl 

{4tSi''''l !6S91058~ (430z!i14! 1'1!z914 4741102 (16z1831 Q!!z738l (JII70C!!!l 

Ad\l8llCes fur Construction (3.300) (2,8S0) (900) (1,200) (300) (300) (9,707) (18,557) 
CIAC 99,35 I 77,109 38,633 26,264 29,967 26,939 149,109 447,372 
Notes Payable 50,000 435,982 (328,698) (112,996) (2,993) (202,239) 2,701,532 2,480,587 

Lon~erm Debt 
Nell' Flowl from 

37a.837 !281,36Z} 7341019 ,JooI707! ~4S01225~ 1051463 !2IJ36~721 !211S6t354l 

Fln,aclol 518,818 llU'73 443!53 !448z!i39! '413~11 FOIl38} 504.561 7531048 

locrease (decruse) I, Cull 7,345 (2,,,769) (103,130) (60,818) (28,78%) 2,&38 16•.,,6 (440,791) 

Cub, begiMing of the year 
C.,h, end orthe yar 

441 1243 
S 448,588 

4481588 
S 1731.1' S 

1731819 

70&1' S 
101689 

'1.°1 
91801 

S ~18I'82~ 
!18.9821 

S '16,U3~ S 
!161343l 

453 S 
441 1243 

453 

See Notes on the following page. 
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NOTES: A Prior to 2004, the Utility recorded their investments in associated companies as receivables/payables. 

The following journal entry notes the consolidation of those aecounts into Accooot 123: 


Acct 
i2iOb 
145.30 

Dcscri tion 
Inv in =i&d companIeS
AIR - Land 10 florida, Inc, 

$ 
Debit 

I6USk 
S 

Credit 

197,918 
145.50 AIR - Leisure Properties $ 6,072 
145,60 AIR - SOIUC PBItnen S 36,891 
233.22 NP-ODBPA S 34,326 
233.26 NP-ODB $ 91,357 

B 	Includes retirement ofthe land, building, and office furniture from ..Ic of the Tallahassee office building less 
the purchases of2OO2 Silverado, dump truck, IIIId backhoe trailc:f. 

C 	 Includes the state !*it T8I:Ds in-service placement, the purchase of two lots in Tallahassee, 
and the sale of!he 2002 Silverado. 

D 	The IKllft reecivable-associated companies was a promissary note from SMO to the Utility for the sale ofthc 
apartments in the island office building as per Order No. PSC-OS·ll S6-PAA·WU. 

E 	 Includes the sales ofthe two lots to SMa, the 2005 dump 1nICk. the 200 I GMC pickup, and the 
purchase ofthe 2008 GMC Sierra pickup, 

F 	 Includes scUIement proceeds 0($719,337 ($800,000 less $10,663 in lela) fees) ftom Supply Main lawsuit 

15 




Docket No. 110200-WU 
Cash Flow Audit Report 
Exhibit DMD·l Page 18 of 19 

Exhibitl: Comparative Net Change in Debt 

121J112OO4 1213l12OO5 1213112006 1213112.., 12131120t8 

Seve. Year 
AeCMty 

12131120t9 1213112010 1213112010 
N()~, Papable 

NIP-Curr-WacIIovia I World Omni S (6,485) S S S 8,271 S (8,271) S S S (6,485) 
NIP-CIU-<lSB (OMC) (2,330) (3,978) (6,308) 
NIP-Curr-Envision OMClChev Loan 5,889 325 424 359 (6.997) 3,704 223 3,927 
NIP-Curr-FMB (OMC) I CCB (OMe) 645 (7,578) 6,902 477 503 (7,882) (6,933) 
NIP-Curr-Hitachi OMC lDan 8,186 675 (8,861) 
NIP-Curr-GulfSbIte BanlUCenwmial Bank 23,257 (1,618) (50,845) 42,699 1,702 1,971 2,716,800 2,733.966 
NIP-Current-CCB-Chevrolet Loan 11,410 (11,410) 
NIP-Curr-Bank ofTallabassc:e 220,000 (220,000) 
NIP-Cunent-OSB Wcap Loan 252,783 (252,783) 
NIP-Curr-OMAC 6,541 (6,541) 
NIP-Curr-Wlllrulla OMC Loan 187,183 (180,745) (6,438) (0) 
NIP-Curr-O.E.P. 4,624 8,622 (2,912) 7,762 7,996 (200,349) 6,249 (l6B,007) 
NIP-Curr- F.C.C.U. (OMC) 3,957 247 4,204 
NIP-Cunent-Bant ofPerY)' (6,492) (17,337) (43,200) (67,030) 
NIP-CWTellt-OSB RAP lA:Ian 8,338 (2,263) (6,075) 
NIP-Curr-FMB Backhoe Loan 23,580 5,968 (8,369) 2,851 2,100 (12,026) (14,104) 
NIP-Clvr-FMB-Mortp&e !11027l ,S,7221 ,61749l 

50,000 435.982 Q2U98) (172,996) (2,993) (l02,239) POl,532 2.480,587 

LTDebt 
NIP-WadIOvia I World Omni (7,161) 17,145 (17,145) (7.161) 
NIP-OSB-OMC (3,971) (3,971) 
NIP-Envision OMCJCIIev lA:Ian 32,597 (6,293) (6,738) (6,997) (12,569) 13,397 (3,959) 9,438 
NIP·FMD (OMC) I CCB (OMe) (7,570) (1,364) 31,145 (7,379) (7,882) (15,884) (8,934) 
NIP-Hitachi OMC Loan 36,230 (8,864) (27,366) (0) 
NIP-Curr-OulfState BanklCCllll:lmial Bank 48,492 (58,889) 2,719.848 (56,253) (\13,625) (54,848) (2,766,794) (282,068) 
NIP-CCB-Cllevrolet Loan 22,271 (22,271) 
NIP-<lMAC 22,834 (22,834) 
NIP-WalruIIaGMC Loan 10,282 (10,282) 
NIP-FMB-Lol Loan 315,S95 315,595 
NIP-O.E.P. 329,079 (251,460) (247,240) (26S,449) (273,445) IJS.S98 138,867 (434,050) 
NIP- F.C.C.U. (OMC) 14,271 (4,208) 10,063 
NIP·Bank of feny (54,910) 83,957 (1,712,744) (1,683,697) 
NIP·FMB Backhoe lDan 41,700 (20,612) (21,088) 40,183 (26,062) 4,926 10 19,057 
NIP·FMB Mortgage !S.4191 

37~837 
!8S.20S} 

,281.367l 7341°19 (300z70Z,l {4S0.225l 1051463 1~36~721 
!90.6271 

~211 S613S41 

Total: S 422,837 S 1541614 S 40S1320 $'4731704~ S{4S3~181 S ~96177~ S 365;160 S 324~3 
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Exhibit 3: Comparative Cash Receipts and Disbursements 

Seveo Year 

Acdvlty 
12I311lOO4 1213112005 1213112006 IZ/3111007 11/31/1008 11/3112009 IZ/3I/ZI I' 1213112010 

UTILITY ACTIVITY 

Cl!!h R!iI21<_ 
ACCOUDIS Receivable $ 1,497,724 $ 1,491,003 $ 1,495,885 $ 1,659,592 $ 1,365,652 $ 1,345,936 $ 1,471,448 $ 10,327,240 
Credit Cant Cash Advances 30,000 43,200 10,000 44,000 38,000 17,700 182,900 
Interest Income 7,022 7,675 6,760 816 2,543 15 10 24,141 
Loan Proceeds 794,983 647,317 365,840 66,789 72,300 1,947,229 
Supply Main Lawsuit Proceeds 798,161 798,161 

Sales ofABselS 501983 1051512 2341332 41000 3941827 

Slbtotal: z.z991719 ~Z6zm ~171197 11971~19 1~10~56 11460~1 114891158 1316751198 

Cash Disbuncmcnts 
Utility £XpenscslCapitai (1,403,185) (575,659) (656,1 I5) (490,636) (568,613) (369,000) (579,285) (4,642,493) 
PayroU (287,707) (262,475) (257,850) (340,001) (356,575) (364,725) (349,460) (2,218,793) 

Charles Schwab· 401(k) PIIIl (18,680) (26,936) (16,819) (21,456) (21,927) (22,310) (128,128) 
Credit Card Payments (24,844) (25,951) (106,906) (76,856) (109,631) (114,398) (87,213) (545,799) 

D.E.P.Loan (418,518) (417,390) (208,695) (417,390) (417,390) (208,695) (2,088,078) 

EquipmentIVclticle Lease Paymellts (44,251) (56,243) (39,683) (6,876) (15,997) (14,068) (40,495) (217,613) 

Loan Payments (279,523) (400,343) (342,409) (360,336) (343,006) (210,723) (202,803) (2,139,143) 

Payroll Tax Payments (96,491) (109,993) (100,823) (112,987) (114,053) (62,405) (186,815) (783,567) 

Public Service Commission {18,319} ~631653l 167,071l ~66,85Q {64,6IOl {6314941 {65,1Il} ~4691109} 
Subtotal: (3,63;838) (I,230.J8D (1,806,488) (1,888,752) (11°11,.131) (",29,435) (I~33,4'2) (IUlZ,723) 

Net elsh for UtiUly Activity: (333.109) 296~91 210,709 81,777 199,025 30,816 (44,.134) 442,475 

NON-UTIUTY ACTIVITY 

Casb R!iI2I<iDII 
Accounts Receivable - Non-utility 396,947 250 397,197 

Lease AJ!ICCI11Cnts 7,355 23,021 21,696 52,072 

Brown Management Oroup 10,000 360 3,775 215,029 363,261 301,248 893,673 

Gone D. Brown 433,250 214,165 71,000 32,415 16,250 45,714 61,741 874,535 

Gene D. Brown, PA 42,350 8,900 100,500 4,!100 156,250 

Other Associated Companies 1.890 2.500 61500 175.000 11000 1861890 

Slbtotal: 8811792 158,83' 1001°56 1111190 231£9 4131475 363,289 2~z!17 
CUD 1:!ililzursemetlts 

BIIlk Chuaes (2,568) (3,315) (1,720) (1,113) (2,672) (4,058) (3,382) (18,828) 

Brown Management Group (61,450) (40,050) (82,650) (100,750) (108,391) (62,940) (456,231) 

Cost ofContract Work (190,936) (190,936) 

CreditCani Fees (1,742) (2,245) (2,461) (2,314) (38) (8,800) 

Gene D. Brown (293,934) (739,898) (431,818) (192,287) (246,975) (317,935) (227.605) (2,450,452) 

Gene D. Brown, PA (51,800) (8,850) (10,100) (18,700) (21,100) (2,400) (112,950) 

Other Associated Companies (800) (6,100) (17,871) (57,.500) (85,000) (5,950) (1,200) (174,421) 

Payroll Tax Penalties 
Slbtotal: 

443 

!54I.JJD 
~81338l 

~1196~ 
!91876~ 

{513z!~ 
~290l 

~54a!!54l 

!2z5S2l 
!459!087} 

'21918~ 
!44Iz!511 

,7,7321 
!301z!59l 

p l,263l 
f31443z!!l l 

~t euh For NOl-Utillly Activity: 340,455 (571,360) (313,840) (143.664) (127,808) (18,177) 61,130 (883,264) 

Cash from WMsr Accounts 2,073,848 791,908 418,739 S69,64S 1,312,IS9 323,44S 4S6,656 5,946,400 

Cash to WMsr Al:counts !2I0731848l {19I 1908l ~4181739l !5691645l ~1~121159l !3231445} !456z656l !51946z400l 


locrelH (DecreIH) In ell. 

Cash, Begionioa of Year 
Ca••, End of Year $ 

7,346 

441~43 

44~89 $ 

(174,769) 

4481588 
173z!19 S 

(103,131) 

1731819 

70a! S 

(60,887) 

701689 
9a!!01 $ 

(18,783) 

9,801 

'18,'82~ S 

2,639 

~181982l 
,16!!43! ~ 

16,796 

!16z343l 
453 $ 

(440,790) 

441~43 
453 
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Purpose 

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 
November 15,2011. We have applied these procedures to the attached schedules prepared by 
Water Management Services, Inc. in support of its filing for rate relief in Docket No. 110200· 
WU. 

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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Objectives and Procedures 

General 

Definitions 

The historical test year ended December 31, 2010 is the audit period. 

The Utility or WMSI refers to Water Management Services, Inc., which is a C Corporation for 
tax purposes. WMSI is a Class A water utility providing service to approximately 1,80S water 
customers in Franklin County. The Utility does not provide wastewater service, and all amounts 
in this report refer to water service only. The Utility's last rate case order PSC-II-OOIO-SC­
WU I was issued January 3, 2011 in Docket No. IOOI04-WU. 

Order No. PSC-II-OOIO-SC-WU2 required staff to complete a cash flow audit for the seven 
years ended December 31,2010. This report was issued July 29,2011 in Docket No. 100104­
WU. 

Rate Base 

Objeetives: Our objective was to detennine that the Utility's adjustments to rate base were 
correct and supported by adequate audit evidence. 

Proeed.res: We obtained supporting documentation for the adjustments to rate base and 
verified the assumptions used. We traced any test year data used to the test year general ledger. 

Utility Plant in Service 

Objeetives: Our objectives were to: 1) Detennine that property exists and is owned by the 
Utility, 2) Detennine that plant additions are authentic, recorded at cost, and properly classified 
in compliance with Commission rules and the National Association of Regulatory Utility 
Commissioners' Unifonn System of Accounts (NARUC USOA), 3) Verify that the proper 
retirements ofplant were made when a replacement item was put into service, and 4) Verify that 
the adjustments made by the Commission to plant in service in the Utility's last rate proceeding 
were recorded in the Utility's general ledger. 

Proeed.res: We determined the plant balances as of December 31, 2009 that were established 
in Docket lOOI04-WU. We tested additions to the plant for the period January 1, 2010 to 
December 31,2010 to verify the Utility's plant balances for this proceeding. We ensured that 
retirements were made when a capital item was removed or replaced. Findings 1 and 4 discuss 
plant in service adjustments. 

I Order No. PSC-II-OOIO-SC-WU, issued January 3,2011, Docket No. 100104-WU,ln Re: Application for increase 

in water rates in Franklin CoWl\)' by Water Management Services· Inc. 

2 Ibid. 
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Land & Land Rights 

Objectives: Our objectives were to: 1) Detennine that Utility land is recorded at original cost 
and is owned or secured under a long-tenn lease, and 2) Verify that the adjustments to land in the 
Utility's last rate proceeding were recorded in its general ledger. 

Procedures: We detennined the land balances as ofDecember 31, 2009 that were established in 
Docket IOOlO4-WU. There were no land additions since the last rate case. 

Contributions-in-Aid-of-Construction 

Objectives: Our objectives were to: 1) Detennine that additions to Contributions-in-Aid-of­
Construction (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, and 3) Verify that the adjustments to CIAC in the Utility's last rate proceeding were 
recorded in its general ledger. . 

Procedures: We detennined the CIAC balances as of December 31, 2009 that were established 
in Docket l00I04-WU. We tested additions to CIAC for the period January 1, 2010 to 
December 31, 2010 to verify the Utility's CIAC balances for this proceeding. The audit staff 
reviewed the Utility's authorized tariff to detennine the type and amount, if any, of service 
availability fees for new customer additions, and inquired if the Utility had any special 
agreements or developer agreements, and whether it has received any donated property as CIAC. 
We also reviewed the 2010 Income Tax return for unrecorded cash or property contributions. No 
exceptions were noted. 

Advances for Construction 

Objectives: Our objectives were to: 1) Verify that advances for construction is properly stated 
in accordance with the Commission approved agreements and prior orders, and 2) Verify that the 
adjustments to advances for construction in the Utility's last rate proceeding were recorded in the 
general ledger . 

Procedures: We detennined the advances for construction balances as of December 31, 2009 
that were established in Docket 100I04-WU. We tested additions to the advances for 
construction for the period January 1, 20I 0 to December 31, 2010 to verify . the Utility's 
advances for construction balances for this proceeding. No exceptions were noted. 

Accumulated Depreciation 

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) Detennine 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 detennined the accumulated depreciation balances as of December 31, 2009 
that were established in Docket l00104-WU. We tested additions to accumulated depreciation 
for the period January 1, 2010 to December 31, 2010 to verify the Utility's accumulated 
depreciation balances for this proceeding. We ensured that retirements to accumulated 

3 




Docket No. 110200-WU 
Rate Case Audit Report 
Exhibit DMD-2 Page 60f26 

depreciation were properly recorded. Findings I, 2, and 4 discuss adjustments to accumulated 
depreciation. 

Accumulated Amortization ofCIAC 

Objectives: Our objectives were to: 1) Detennine accruals to accumulated amortization of 
CIAC are reflective of the depreciation rates and are properly recorded in compliance with 
Commission rules and the NARUC USOA, and 2) Verify that the adjustments to accumulated 
amortization ofCIAC 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, 2009 that were established in Docket 100104-WU. We tested additions to accumulated 
amortization ofCIAC for the period January 1,2010 to December 31, 2010 to verify the Utility's 
accumulated amortization ofCIAC balances for this proceeding. No exceptions were noted. 

Working Capital 

Objeetives: Our objective was to determine that the Utility's working capital balance is 
properly calculated in compliance with Commission rules. 

Procedures: We verified the Utility's calculation of working capital balances as of December 
31, 2010 using the balance sheet approach and traced the components to the general ledger. 
Finding 3 discusses working capital. 

Net Operating Income 

Qperatiog Revenue 

ObJeetives: Our objective was to determine that utility revenues are properly recorded in 
compliance with Commission rules and are based on the Utility's Commission approved tariff 
rates. 

Procedures: We verified the Utility's revenues for the 12-month period ending December 31, 
2010, by tracing them to the Utility's general ledger and billing register. We tested the 
reasonableness of the utility revenue by multiplying the average consumption times the number 
of customers in each class of service and compared it to the amount recorded by the Utility. We 
selected a judgmental sample of customer bills and recalculated the bills using the authorized 
rates. No material variances were noted. 

Operation and Maintenance Expense 

Objeetives: Our objective was to determine that operation and maintenance (O&M) expenses 
are properly recorded in compliance with NARUC USOA and Commission rules, and are 
representative ofongoing utility operations. 

Procedures: We verified O&M expenses for the 12-month period ending December 31, 2010 
by tracing amounts recorded in the Utility's general ledger to the original source documentation. 
We reviewed invoices for proper amount, period, classification, NARUC account, and recurring 
nature. We reviewed the Utility's methodology for proper allocation of expenses for water 
operations. Finding 4 discusses O&M Expense. 
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Depreciation and CIAC Amortization Expense 

Objectives: Our objective was to detennine that depreciation is properly recorded in 
compliance with Commission rules and that it accurately represents the depreciation of utility 
plant in service and the amortization ofutility CIAC assets for ongoing utility operations. 

Procedures: The audit staff reviewed depreciation and amortization expense recorded on the 
Utility's books and records. We calculated depreciation expense on the plant in service balances 
and amortization expense on the CIAC balances for the test year ending December 31, 2010. 
Findings I, 4, and 5 discuss depreciation expense. 

Taxes Other than Income 

Objectives: Our objective was to detennine that taxes other than income (TOTI) are recorded in 
compliance with Commission rules and are repres~tative ofongoing utility operations. 

Procedures: We verified TOTI expense for the 12-month period ending December 31, 2010 by 
tracing invoiced taxes to original source documentation. We also reviewed the 2010 regulatory 
assessment fee returns, payroll taxes, and other components ofTOTI. Finding 6 discusses taxes 
other than income. 

Capital Strueture 

Objectives: Our objective was to detennine the appropriate components and cost rates of the 
Utility's capital structure were used to arrive at the overall weighted cost of capital. Our 
objective was to detennine that these components are properly presented in compliance with 
Commission requirements. 

Procedures: We reviewed the Utility's cost of capital components and traced amounts to the 
general ledger as of December 31, 2010. We verified debt to the loan agreements. We 
detennined that the Utility is collecting and accounting for customer deposits as authorized in its 
Commission approved tariff and verified that the Utility is calculating and remitting interest on 
customer deposits per Rule 25-30.311, Florida Administrative Code. No exceptions were noted. 

Other 

Cash Flow Analysis 

Objectives: The objective was to update the WMSI Cash Flow Audit, completed in Docket No. 
l00104-WU, through December 31, 2011. 

Procedures: We scheduled each of the Utility's cash accounts by month for the 12-months 
ended December 31,2011 and separated cash receipts from disbursements. We also reviewed 
Account 123 -Investment in Associated Companies for any activity. Finding 7 discusses the 
updated balances. 
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Audit Findings 

Finding 1: Capitalized Items from Prior Rate Case 

Audit Analysis: In the Utility's last rate proceeding, Docket No. 100104-WU, the Commission 
required the Utility to capitalize $51,751 of miscellaneous expenses to plant-in-service ($2,865 
to Account 304.2 and $48,886 to Account 311.2). The Order also required the Utility to decrease 
plant-in-service by $35,387 ($2,149 to Account 304.2 and $33,238 to Account 311.2) to reflect 
the retirement costs for replaced plant items, which is 75 % of $47,183. The remaining $4,568 
($51,571 - $47,183) of capital improvements were costs the Utility incurred to rebuild a pump 
motor, not to replace it, therefore, no retirement was ordered. 

The Utility recorded the adjustments related to the Commission Order in its general ledger in 
January 2011 (after the 2010 test year used in the current docket). However, the Utility 
incorrectly retired $38,813, which includes 75% of 4,568 or $3,426 (instead of $35,387) and 
incorrectly classified all the capitalized items ($51,751) to Account 311.2 (instead of Account 
304.2 and Account 311.2). The Utility also incorrectly calculated the 2010 depreciation expense 
of $2,588, which was recorded in January 2011, on the capitalized items of$51,751 using the 5% 
rate for Account 311.2. The Utility should have calculated the 2010 depreciation expense of$22 
on $716 ($2,865 - $2,149) using the 3.03% rate for Account 304.2. The Utility should have also 
calculated $782 on $15,648 ($48,886 - $33,238) using the 5% rate for Account 311.2. Thus, 
depreciation expense was overstated by $1,784 ($2,588 - $804). 

The Utility did adjust its 2010 rate base in the Minimum Filing Requirements (MFR) Schedule 
A-3 to reflect the Commission ordered adjustments. However, the Utility used the same 
incorrect amounts and account distribution discussed above that was used to record the January 
2011 general ledger entry. In addition, the Utility did not report in the MFRs the 2010 
depreciation expense applicable to the net plant-in-service adjustment of $16,364 ($716 + 
$15,648). 

Prior Commission Ordered Adjustments 

Effect on Current MFR Schedules 

2010 Test Year 

Audit Utility 
Balanee MFRBalance 

13-810 Average 13-810 Avera,e Variance 
Acct Description Debit Credit Debit Credit Debit credit 

101 Plant in Serviee $ S1,7S1 S 5J,751 $ 
108 Accumulated Depreciation S 35,387 S 38,813 $ (3,426) 
101 Plant in Serviee S 35,387 S 38,813 S (3,426) 
108 Accumulated Depreciation S 582 S 2,588 $ (2,006) 

403 Depreciation ~nse $ 804 $ $ 804 
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Effeet ~D tbe General Ledger: The following general ledger entries are needed to correct the 
Utility's general ledger balances as ofDecember 31,2010. 

NARUC 
Acet. No. Description Debit Credit 
101-311.2 Plant In Service $3,426 

108-311.2 Accumulated Depreciation $3,426 
To reverse Utility's incorrect additional retirement 
101-304.2 Plant In Service $716 

101-311.2 Plant In Service $716 
To redistribute balance ofAccount 311.2 to 311.2 and 304.2 per Commission order 

108 Accumulated Depreciation $1.784 
403 Depreciation Expense $1,784 

To adjust Depreciation Expense to reflect 2010 depreciation expense for the net 
Plant in Service Adjustment of$16,364 

Effect on the Filing: The Account 101 - Plant in service 13-month average balance should be 
increased by $3,426, Account 108 - Accumulated Depreciation 13-month average balance should 
be increased by $1,420 ($3,426 - $2,006), and Account 403 - Depreciation Expense should be 
increased by $804. 
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Finding 2: Aeeumulated Depreeiation 

Audit ADalysis: In the Utility's 2010 general ledger, three transactions were recorded as 
follows: 

Date Acet. No. Descril!tioD 	 Debit Credit 
(A) 	 11212010 108 Accumulated Depreciation $140,733 

11212010 215 Retained Earnings $140,733 

(A) 	 1213112010 108 Accumulated Depreciation $67,063 
1213112010 215 Retained Earnings $67,063 

(B) 	 1213112010 403 Depreciation Expense $14,064 
1213112010 108 Accumulated Depreciation $14,064 

The Utility recorded the (A) transactions to correct what it believed to be a PSC accounting error 
in Order No. PSC-94-1383-FOF-WU,3 issued in Docket No. 940109-WU. In Docket No. 
940109-WU, the original cost of plant in service was revisited from the prior rate case 
proceeding in Docket No. 871177-WU, and based on new evidence presented, rate base was 
adjusted in Schedule No. I-C. The Transmission and Distribution (T&D) Main asset account 
was decreased $430,289 from $1,368,508 to $938,219. The T&D Main accumulated 
depreciation account was not adjusted. 

In January 2010, the Utility decreased the T&D Main accumulated depreciation account by 
$140,733. The Utility also recorded an adjustment of $67,063 in December 2010, which the 
Utility believed reflects the additional depreciation accumulated from 1993 to 2010. 
Furthermore, the Utility made a 13-month average adjustment to rate base on the MFR Schedule 
A-3, Adjustments to Rate Base, by decreasing accumulated depreciation by $72,730. These 
adjustments precede the current docket, but affect this proceeding as they are reflected in the 
MFR Schedule A-9, Schedule ofAccumulated Depreciation. 

In support of its adjustment, the Utility provided a 10-page document, which reflects the T&D 
Main asset account and the related accumulated depreciation balances from 1987 and 1992 and 
includes the adjustments noted above. However, no auditable support was provided. The 
information provided by the Utility did not provide.sufficient detail for audit staff to determine 
the validity of these adjustments. 

Audit staff used the beginning balances for the T&D Main asset and accumulated depreciation 
accounts that were established in Order No. PSC-II-00 1 o-se-WU4 as of December 31, 2009 to 
determine the balances for accumulated depreciation in the current case. We traced the 2010 
additions to original source documents and calculated the related accumulated depreciation in 

3 Order No. PSC-94-1383-FOF-WU, issued November 14, 1994, Docket No. 940109-WU, In Re: Petition for 
f.terim and pennarumt rate jncrem ill franklin CountY by St. George Island Utility Company. Ltd.
order No. PSC-ll-0010-SC-WU, issued January 3, 2011, Docket No. IOOI04-WU. In Re: Application for increase 

in water mtes in Franklin County by Water Manaaement Services. Inc. 
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order to detennine the December 31, 2010 balances as required within the scope of the current 
rate proceeding. 

Transaction (8) is an adjustment to the Office Furniture and Equipment accumulated 
depreciation account when the Utility changed the asset life for computers from 15 years to 6 
years as noted in the following schedule. 

Dkt 110l80-WUDkt lotJ04-WU 
Aeeumulated Aecumulated Accumulated 
Depreciation Depreciation Depreciadon 

In-8erviec Computen 1213112009 JlI3ll2009 1010 
Balance AdditionsYear Balance Balance 

S 2,536 S .2001 S 2.536 S 1.462 
4,123 7,935 ­2002 7.935 

2003 10,071 4,427 10,071 ­
2004 2,268 2,079 189802 
2005 1,606 482 1,204 268 
2006 1,800 420 1,050 300 
2007 ­ -- -
2008 3,032 101 758 50S 
2009 2,596 87 216 433 
2010 4,708 - 392-

$ 36,553 $ 11,904 $ 25,851 S 2.087 

According to Rule 25-30.140(2a), Florida Administrative Code (F.A.C.), the service life for 
computers in Account 340 is 6 years. However, in (3c) it states, "If guideline depreciation rates 
have been implemented, the rates shall not be changed unless approved by the Commission." 

Should the Commission agree to change the service life for computers, audit staff calculated 
accumulated depreciation using the shorter life and noted an immaterial variance from the 
balance for Account 340.5 - Office Furniture and Equipment on the MFR Schedule A-9, 
Schedule of Accumulated Depreciation as of December 31,2010. However, in recalculating the 
13-rnonth average, we noted that the audited balance was 512,981 greater than the MFR 13­
month average balance for the same account, which represents the cumulative effect of the 
accounting change prior to 2010. The Utility did not include an adjustment to Accumulated 
Depreciation on the MFR Schedule A-3, Adjustments to Rate Base. Audit staff discusses the 
associated depreciation expense in Finding 4. 

Effect on tbe General Ledger: None. 

Effect on tbe Filing: The Analyst should address this issue's effect on the filing and revenue 
requirement 
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Finding 3: Working Capital 

Audit ADalysis: On the MFR Schedule A-17, Working Capital Allowance Calculation, the 
deferred rate case expense 13-month average is $85,399. The Utility included an adjustment of 
$143,781 for deferred rate case expense in the 13-month average working capital calculation. 
This total amount of $229,180 ($85,399 + $143,781) was the approved rate case expense from 
Order No. PSC-ll-0010-SC-WU.5 In addition, the Utility included the annual amortized amount 
of $57,295 in rate case expense on the MFR Schedule B-5, O&M Expenses by Month. The 
unamortized amount of rate expense will be much less than the $229,180 since the new rates 
went into effect February 22,2011. 

Audit staffscheduled deferred rate case expense as follows: 

Deferred 
RateCase Amortized 
Kxplll" 

Date Balua 
12I3ihOiO $ 229.180 

Rate Cue 
Kllpe." 

S (57,295) S 57,295 

1213112011 S 171 1885 

S (57,295) S 57,295 

1213112012 S 1141590 

S (57,295) S 57,295 

1213112013 S 57J.95 

S (57,295) S 57,295 

1213112014 S 

The Analyst should address this issue's effect on the filing and revenue requirement. 

Also included in the 13-month working capital allowance calculation is $12,715 ofdeposits held 
by Progress Energy, the Utility's electricity provider. These deposits earned $724 of interest, 
which the Utility recorded below the line in Account 419 - Interest and Dividend Income. If the 
deposits are included in the working capital allowance calculation, then the interest income 
should be recorded above the line. 

In addition, the Utility included a liability of $7,685, which is the 13-month average balance for 
the interim rates that were ordered to be refunded. However, this liability should be removed 
from the working capital allowance since it should not affect any subsequent rates. Therefore, 
we increased the 13-month average for the working capital allowance by $7,685. 

5 Order No. PSC-ll-OOIQ-SC-WU. issued January 3, 2011, Docket No. IOOI04-WU,1n Re: Ap,plication for increase 
in water rates in franldin CountY by Water Management Services. Inc. 
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Effect oa the Geaera' Ledger: None. 

Effect oa the FiUag: The working capital allowance I3-month average balance should be 
increased by $7,685. The Analyst should address deferred rate case expense and interest on 
deposits in the working capital allowance calculation. 
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Finding 4: Operations and Maintenance Expense 

Audit Analysis: Audit staff reviewed the supporting documentation for O&M expenses and for 
the adjustments to net operating income, and verified the assumptions used. We noted the 
following. 

Ral.nceper Balance per 
Udllty MFR., Audit Audit 

Daeripdoa Account Adjustments Sdledllle 8-, Adjustments 1213112010 
A B c b E 

(C·A) (E-C) 
SalariesIi Wqcs - Employees 601 $ 341,206 S (10,283) $ 330,923 $ (9,332) A S 321,591 
Salaries Ii Wqcs - OfIicen, Etc. 603 1IS,I92 (10,692) 100.soo (8,250) A 96,250 
Employee Pension & Benefits 604 111,432 (738) II0,694 (9,285) A 101.409 
Purchased Water 610 
Purchased PoMr 615 62,127 62.127 (29) B 62,098 
Fuel for PoMr Purchased 616 2,275 2,27S 2,275 
Chemicals 618 12,879 (26) 12.853 12,853 
Matc:riaIs & Supplies 620 18,661 26 18.687 (1,302) C 17,385 
ConInlClUal Services - Enginccrinl 631 22,680 4.920 27,600 (7,600) 0 20,000 
CoaInIClUaI Services· Ac:ct. 632 18,550 (9,000) 9.550 9,550 
ContraclUal Services· LepJ 633 6,000 6,000 6.000 
Contractual Services· MpU. Fees 634 600 (600) 
CoII1nIClUaI Services· Testing 635 4,490 668 5,158 (668) E 4,490 
CoIItractuaI Services • OIher 636 91,572 526 92.098 (731) , 91,367 
Rental ofBuildinBfReal Property 641 22,014 (900) 21.114 (1,350) A 19.764 
Rental ofEquipment 642 34,322 (721) 33,601 33,601 
Transportation Expenses 650 37)33 3.177 40,710 (9,160) G 31)50 
InsuraIIcc • Vehicle 656 11,331 (3,351) 7,980 (2,380) G 5,600 
lnsunmce • Oencral Liability 657 24,221 24,221 24,221 
lGsurance· Worker's Comp. 658 3,864 2,312 6,176 6.176 
Insurance • 0Iher 659 16,849 (12,015) 4,834 4.834 
Advertising Expense 660 600 600 600 
Rea. Comm. Exp.• RaIc: Case Amort. 666 63,421 (6,126) 57,295 57,29S 
Rea. Comm. Exp•• 0Iher 667 
Water Resource Coasomtion Exp. 661 
Bad Debt Expense 670 2,240 2,240 2,240 
Miscellaneous Expenses 675 93,318 93,318 (12,070) H 81,248 

TOIaI S i,l 15.102 S (40,348) S I.Mu34 S eg1S7} S i,olP91 

(A) Audit staff decreased the Utility's adjusted balance for Accounts 6011603 - Salaries & 
Wages by $17,852 ($9,332 + $8,250), Account 604 - Employee Pension & Benefits by $9,285, 
and Account 641 - Rental of BuildingIReal Property by $1,350 to allocate 12.5% to affiliates as 
per Order No. PSC-ll-001 O-SC-WU. 6 The Utility maintains an administrative and accounting 
office in Tallahassee that is used for regulated and non-regulated operations. The Utility 
allocated 5% of the applicable salaries, benefits, and rent to affiliates. The adjustment above 
reflects the increase in the allocation to affiliates by 7.5% (12.5% - 5%). 

(B) We decreased Account 615 - Purchased Power by $29 to remove a late fee. 

6 Order No. PSC-II-OOIO-SC-WU,lssued January 3, 2011, Docket No. 100104-WU, In Re: Application for increase . 
in water rates in Franklin County by water Mangement Services. Inc. 
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(C) We decreased Account 620 - Materials and Supplies by $1,302 ($27 + $1,200 + $75). 
We removed $27 of out of period (2009) and $1,200 of non-regulated expenses (bulk pmchases 
of Oatorade, candy, and snacks, etc.). We also removed $75 of expenses with insufficient 
support. 

(D) Audit staff noted three adjustments to Account 631 - Contractual Services-Engineering 
on the MFR Schedule B-3, Adjustments to Operating Income. The Utility decreased the account 
by $2,680, which is applicable to a 2009 expense and was disallowed in the last rate proceeding. 
Audit staffagrees with this adjustment 

The account was increased by $4,000 for the estimated engineering expense of $2,000 per 
month, which includes the Northwest Florida Water Management District (NWFWMD), the 
Department ofEnvironmental Protection (DEP), and all of the other engineering services that the 
Utility needs on an ongoing basis. However, there was no supporting documentation for these 
amounts. 

Exhibit A of the pre-filed testimony of Les Thomas, Document No. 08222, shows a hydraulic 
analysis and capacity study, which the Utility had requested done at an hourly rate but not to 
exceed $36,000. The capacity study includes a design period of 10 years, and the cost will be 
amortized at $3,600 per year. However, there was no supporting documentation ofbillable hours 
or expenses incurred by the engineer for this project. Based on the above, we decreased the 
Utility's adjusted balance for Account 631 - Contractual Services-Engineering by $7,600 ($4,000 
+$3,600). 

(E) The Utility increased Account 635 - Contractual Services-Testing by $668, which is the 
amortized amount for the lead, copper, and organic testing required every three years. Again, no 
invoices were provided as support for the calculation. Audit staff decreased the Utility's 
adjusted balance for Account 635 - Contractual Services-Testing by $668. 

(F') The Utility increased Account 636 - Contractual Services-Other by $526 for the Annual 
Report preparation cost. Based on the actual invoice, the account should be increased by an 
additional $1,063 for a total of $1,589. However, audit staff also decreased the account by 
$1,794 for expenses with insufficient support. Therefore, we decreased the Utility's adjusted 
balance for Account 636 - Contractual Services-Other by $731 ($1,063 - $1,794). 

(G) The Utility increased Account 650· Transportation Expense by $3,177, which represents 
mileage reimbursement for Gene Brown and Sandy Chase. We removed this amount because no 
mileage logs or expense reports were vrovided to audit staffto support these numbers as required 
by Order No. PSC-ll-OOIO-SC-WU. An additional $5,739 of expenses was recorded in this 
account for their vehicles for repairs, maintenance, and gasoline pmchases. Audit staff removed 
this amount because we could not discern the amount applicable to utility business from the 
Utility provided support for these amounts (credit card statements, not receipts). Audit staffalso 
removed an additional $244 of expenses because of insufficient support provided. The total 
decrease to Account 650 - Transportation Expense is $9,160 ($3,177 + $5,739 + $244). 

Since the vehicles for Gene Brown and Sandy Chase were removed from plant in service, the 
Utility decreased Account 656 - Insurance-Vehicle by $3,351, which represents the amortized 
insurance expense for the two vehicles. The remaining balance of $7,980 in this account is the 

1 Order No. PSC-ll-OOlo..sC.WU. issued January 3, 2011, Docket No. lOOl()4..WU,ln Re: ApsUcation for jncrease 
In water rates in fmoklin County by Water Management Services. loc. 
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amortized expense for the remaining three vehicles owned or leased by the Utility. However, 
audit staff calculated $5,600 ofactual insurance expenSe for these vehicles based on details in the 
actual policies. Therefore, we decreased the Utility's adjusted balance for Account 656 ­
Insurance-Vehicle by $2,380 ($7,980 - $5,600). 

(H) Audit staff decreased Account 675 - Miscellaneous Expense by $12,070 ($8,405 + 
$3,665). We reclassified $8,405 to plant in service for a split case pump and removed the 
following: 

Account Description EXpeue EselaadoD 

Bank Qarges Total S (310) Support Insufficient to dctcnnine rcaulated VI non rcsulated 
Postage Total (16) Support Insufficient to detennine rcaulated VI non rcsulated 
Travel Expense Total _~(24~3~)Support Insufficient to detennlne regulated VI non regulated 

Insufficient support (S69) Support Insufficient to detennlne regulated vs non rcsulated 

Bank Charges Total (63S) Non ReauJated expense 
Dues & Subscriptions Total (736) Non Regulated expense 
Travel Expense Total (1,400) Non Regulated expense 

Non Regulatory (2,771) Non Regulated expense 

Repairs & Maintenance_~(3_2S"",)Out ofPeriod (2009) 

Total $ (3,66S) 

Effect OD the GeDena Ledger: The following general ledger entries are needed to correct the 
Utility's genera11edger balances as ofDecember 31,2010. 

NARUC 
Aeet. No. DescriptioD Debit Credit 

311 Pumping Equipment $8,405 
403 Depreciation Expense $210 
108 Accumulated Depreciation $210 
675 Miscellaneous Expense $8,405 

Effeet OD the Filiag: The Account 101 - Plant in Service 13-month average balance should be 
increased by $6,465, Account 108 - Accumulated Depreciation 13-month average balance should 
be increased by $148, Account 403 - Depreciation Expense should be increased by $323, and 
Account 401 - Operation and Maintenance Expenses should be decreased by $62,157. 
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Finding 5: Depreciation Expense 


Audit Analysis: In 2010, ~e Utility implemented the Peachtree Fixed Asset Software to 
calculate the depreciation expense and accumulated depreciation. However, the adjustments 
recorded to true-up the accumulated depreciation balances caused depreciation expense to be 
misstated for the test year as shown in the following schedule. 

MFR Audited 
Sebedule 8-13 Audit BalaDeeI 

Descripdoa 121313110 ASjtWmeDCS 12I311lO10 

301 OIpnizllioD 
302 Fl'8IlChiscs 
303 Land 
304 Structures & Improvements S 9,642 S 11 (A) S 9,664 
305 Collecting & Impounding 
306 Ute, River & 0Iher 
307 Wells Ii SprIngs 12,712 (763) 11,949 
301 lnftllraliOll Oallerles and Tunnels 
309 Supply Mains 121,212 121,212 
310 PowcrOcneration Equip. 2,30$ 1,944 4)49 
311 Pumpina Equip. 10,041 781 (A) 10,130 
320 Wav:r Treatment Equip. 1,730 509 2,239 
330 Oislrlbution Reservoirs 9,,296 1,433 10,729 
331 TransmisslOll and DlstributiOll Mains 59.275 II 59,,286 
333 Services 6,234 302 6,536 
334 Meiers and Meier Insl8ll. 5,271 5,,271 
335 Hydrants 3,546 21 3,567 
336 8ackf1ow Prevention Devices 
339 Other Plant And Misc. 
340 OIrICC Fumitlm: & Equip. 2,959 2,959 
340 Oftlce Fumitlm: Ii Equip•.oCompuIcrs 16,148 (14,061) (8) 2,017 
341 Trans. Equip. 19,026 (13,974) (C) 5,052 
342 SIores Equip. 
343 Tools. Shop and Omp Equip. 2,177 23 2,200 
344 Lab Equip 
345 Power Operated Equip. 5,439 (60) 5,379 
346 CommunIcation Equip. 
347 Misc. Equip. 
348 Other Tansible Plant .__ S . . 
Wav:r Plant i (DJiil) S 270;279 

(A) The recommended disposition of these amounts is addressed in Finding 1. If the 
commission accepts the recommendation in this finding (Finding 5), then the amount adjusted 
should be $24,615 so as not to double count 522 and $782. 

(B) This amount is due to changing the asset life for computers from 15 years to 6 years. See 
discussion in Finding 2. 

(C) This adjustment is to remove the depreciation expense applicable to the Gene Brown and 
Sandy Chase vehicles. 

Effect on the General Ledger: None. 


Effect on the Filing: The Account 403 - Depreciation Expense should be decreased by $24,615. 
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Finding 6: Taxes Other Than Ineome 

Audit Analysis: We noted the following adjustments to TOTI. 

Balance lalloee ....oee 
per UClICly Utility perMFR Audit per Audit 

Ducriptloa 1213112010 AdjlJlhDCatl SeWIIIe 8-15 AdjUltalaltl 1213111010 

Reaulatory Assessment Fees (RAFs) S 58,138 S 613 S SI,7S1 S - S S8.7SI 

Payroll Taxes 34,89S (1 ,60S) 33,290 (549) 32,741 

Real Estate .t PenonaI Property Taxes 11,826 12,972 (A) 24,798 (129) 23,969 

Other 2,112 - 2,112 (269) 2,543 

S 107671 $ 11.910 S 119651 S (1647) S 118004 

(A) 	The Utility adjusted Property Taxes by $12,972, which relates to profonna 

additions to plant. This issue's effect on the filing and revenue requirement 

should be addressed by the Analyst. 


Based on actual payroll tax returns, audit staff increased payroll tax expense by 5796. However, 
we decreased payroll tax expense by 51,345 based on the Salaries and Wages Expense 
adjustments from Finding 4. The net effect decreases the Utility's adjusted payroll taxes by 5549 
(5796 - 51,345). 

Audit staff decreased Real Estate and Personal Property Taxes by 5829 (5621 + 5208), which 
includes the removal of5621 for property taxes applicable to non-utility land and the removal of 
5208 for discounts not taken due to late payments. 

We also decreased TOTI-Other by 5269, which rel~s to removing the registration cost of 51 59 
for Gene Brown's vehicle. The registration cost for Sandy Chase's vehicle was not included in 
the Utility's balance. We also removed accrued payroll taxes of 5110, which were classified to 
the incorrect account The audited payroll tax balance of 532,741 includes the actual amount 
applicable to the accrual recorded in this account 

Effeet on the General Ledger: None. 

Effeet on tbe FlUng: Account 408 - Taxes Other Than Income should be decreased by 51,647. 
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Fiadia,7: Cash Flow Aualysis Update 

Audit Analysis: According to the Financial Accounting Standards Board (FASB) Accounting 
Standards Codification (ASC) 230 - Statement ofCash Flows, 

A statement ofcash flows specifies the amount of net cash provided or used by an 
enterprise during a period from (a) operating activities, (b) investing activities, 
and (c) financing activities ... A reconciliation of beginning and ending cash and 
cash equivalents is included in the statement ofcash flows.8 

As required by Order No. PSC-II-OOIO-SC-WU,9 audit staff created statements of cash flows 
from 2004 through 2010. The specific audit steps and objectives are contained in the audit report 
that was issued July 29, 2011. Audit staffwas asked to update these statements for 2011. 

As such, audit staff updated the statement of cash flows for 2011. Cash flow can be presented 
using the direct or the indirect methods. The direct method reflects the principle components of 
cash receipts and cash payments for operating, investing, and financing activities (excluding non­
cash transactions). Our results are summarized in Table 1. 

ASC 230 also requires that a reconciliation of net income to net cash flow be provided in 
conjunction with the statement of cash flow, regardless of whether an enterprise uses the direct 
or the indirect method. Hence, audit staff updated the statement ofcash flows for 2011 using the 
indirect method, which reconciles net income to net cash flows from operating activities. The 
adjustments necessary to complete this reconciliation are made to net income to remove the 
effects of all deferrals (non-cash), all accruals (non-cash), and all items classified as investing or 
financing cash flows. Our results are summarized in Table 2. 

Furthermore, we analyzed the data separating cash receipts and cash disbursements into utility 
and non-utility activity for regulatory purposes. Our results are summarized in Table 3. 

During the eight-year period reviewed, WMSI had an overall decrease in cash of S459,828 with 
an ending negative cash balance of SI8,585 as shown in all three statements. However, there 
was a $470,725 increase of cash for utility activity. The cash decrease of S930,552 represents 
non-utility activity, which includes cash to and from the Utility's affiliates. 

I Jan R. Williams et al., GAAP Guide Volume I. CCH, Chicago. 2011, p. 7002 
9 Order No. PSC-ll..oOlo-SC-WU. issued January 3, 2011. Docket No. lOOl04-WU, (n Re: APJ)ljcation for increase 
in water rates in Franklin COUOty by Water Management Services. Inc. 
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Table 1 - Comparative StatemeDt of Cash Flows - Direct Method 
EigbtVur 

AdMlJ 
12131/lMf 1213112815 1213112006 12I311lt07 1213111008 121311lOO9 1213112110 1213111011 1213112111 

Opera"" Actiyidg 
Cash n:ceived 80m 

Customers SI,401,642 SI,409,993 $1,467,704 SI,518,663 SI,377.033 SI,327,369 51,311,317 51,356,055 $11,169,776 
Contract work/plumbing 396.947 250 140 397,337 
Interest 7,079 6.690 13.706 15,838 14.892 9.412 3,387 781 71.785 
Rents 6,855 22,964 11,742 41,561 
CUstomer Dcposils 2,486 1.738 101.681 12,884 118.789 

Cash paid for 
General operating ud admln expenses (829,969) (426,867) (569,474) (457.852) (460,813) (325,Sl5) (379,103) (423,591) (3,873,184) 
Contract workIplumbing (265,579) (100) (100) (265,779) 
Wapexpenscs (393,125) (395,237) (387,890) (482,078) (490,554) (586,060) (577,350) (533,984) (3,846,271) 
Inten:st (312,943) (362,538) (521,570) (469,420) (357,655) (287,453) (290,432) (316,349) (2.918,360) 
Taxes other Ihan income (109,153) (101,477) (123,567) (115,045) (135,822) (43,649) (150,727) (89,091) (868,530) 
Customer Dcposils (6,210) (26,414) (5,146) (6,120) (43,890) 

Nel Cub Flow. from opera"" ~76O! l55dl6 !1I5.m! lhz!ii f79.3J41 &1958 '89,nn !J105 !1§..77J! 

'mill..Actiyi'es
Cash receipts ftom 

Sale of property IUId equipment 71,615 227.098 475.090 4,500 I,SOO 541 780,344 
Proceeds fiom Supply Main Lawsuit 719,337 719,337 
CoIIedon ofprinciple on loans 240,306 50.000 50.000 138,830 3,621 482,757 

Cash paid for 
Purchase ofproperly and equipment (164.785) (195,357) (330,136) (47,983) (59,149) (17,481) (213,268) (110,811) (1,138,970) 
Making Joans to other entltics (491,305) (535,316) (327,586) (1SI,I83) (236,086) (53,202) (325,800) (44,348) (2,164,825) 

Net Cull Flows ' ..... Iawsdag (41517841 (65'.158) ,430;!U1 215.924 474110% (1!J1831 (J98.m! !ISOI"!! ii~l,357) 

Flnanclna Aedyblcs 
Cash receipts ftom 

Coab'ibutions in Aid ofConstuction 99,351 77,109 38,633 26,264 29,967 26,939 149,109 22,268 469,639 
Bonowing 422,837 435,982 734,019 105,463 2,701.532 103,286 4,503,111 

Cash paid for 
Advances for ConsfNCIlon (3,300) (2,150) (900) (1,200) (300) (300) (9,707) (300) (18,857) 
Repayments ofroans (281,367) (328,698) (473,703) (453,218) (202,239) (2,336,372) (4,075,598) 

Net Cub Flows h .. Fi.lad.& SlUII iiiz!!J m~ f448.63;j (4l3.551! l!~lm 5iJ4;!i 125.254 878,30% 

loerease (decreue) I. C.... 7,345 (214.7"> (103.130) (60.888) (%8.783) l.638 16.196 (1,.t38) (459.121) 

Cash, be&innln& ofthe year 448it8 70:;r 9801 453'Uir;~ 44~a J 173[IJII, J ,I J i18:Lj J JCuh. end or llie )'ear J J iL.! llPm J I~ r 111Jl~ i Ii 
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Table 2 - Comparative Statemeat of Casb Flows - ladireet Metbod 
EIgtItYear 

Activity 
12I31JlOO4 1213112015 1213112006 121311lOO7 1213112008 1213112009 1213112810 12I311l011 12I311lOJ I 

Cuh from illlSm!b!u 
Incomel(Loss) &om c:onIinuin& 
operadoos $ 79,037 $ (61,607) $ (94,716) 1 (57,770) 1(260,464) $ (331,691) $(504,038) $(348,540) (1,579,789) 

AdjUS1mellIS 10 reconcile IIIcomc 
10 net cash from operations: 
DeprcdAmort 222,243 222,800 233,901 207,664 196,776 l1S,S45 199,395 171,419 1,629,743 
Loan Fees Amort 403 12,699 29,730 19,073 18,939 18,643 12,103 19,239 130,828 
(Gain)lLoss on Sale of UPIS 6,330 (23,160) (227,098) (210,420) 7,286 (4,500) (1,500) (541) (453,602) 
PSC AcUuscmenu 222,536 43,378 265,914 
AccounIS Receivable (11,090) 5,292 (7,754) 17,458 2,235 7,811 (34,S05) 27,391 6,837 
Prepaid Expease (9,466) (132) (4,072) (10,445) 7,224 8,212 31 817 (7,761) 
Inten:st Receivable (719) 719 
Misc. Dcfened DcbIlS (148,942) (6,S02) 38,113 38,800 38,800 (26,738) (164,482) (57,609) (288,560) 
AccounlSPayabIe (253,815) (9,264) (60,822) 5,429 (38,142) 109,682 270.016 152,917 176,001 
Customer DeposilS 2,485 1,738 (6,210) 101,681 (26,414) (5,146) 32,S05 (25,740) 74,899 
Accruals 17,054 14,270 (I7,3SO) 357 (25,572) 57,071 (41,088) 23,975 28,718 
OtIaali!!l Reserves 801000 {801000l 
Net CallI Ji'low. from 
OpcndoDl (95.760) 15M" (115,559) llIe (7'.334) 88,958 m,!!17) 6,705 (16.773) 

tllII Elm bID IDIlidDl 
UPIS (164,785) (123,742) (103.038) 427,107 660,188 (12,981) (211,761) (110,270) 360,711 
InVCSlmen1S in Assoc Co (110,532) (535,316) (127,586) (151,183) (236,086) (53,202) 38,830 (40,000) (1,215,075) 
A/R·A/P·Assoc Co 240,306 3,621 243,928 
NIR·Assoc Co (200,000) 50,000 50,000 100,000 
Non-Utllity Property (325,800) (325,800) 
Disallowed IlIYCS1mCnl in UPIS (380,773) (4,348) (385,121) 

Net Call Ji'low.1'nm IIIYCIdaa !41!z784! (65,,o58} '4~14! 27!z'14 474z101 !1§Z1!i!l l-z7!!! ,Iseam '1~1.J51) 

,_~I (till EIDIMiH 
Advances for Conscruction (3,300) (2,850) (900) (1,200) (300) (300) (9,707) (300) (18,857) 
CIAC 99,351 77,109 38,633 26,264 29,967 26,939 149,109 22,268 469,640 
Nota Payable SO,OOO 43',982 (328,698) (172,996) (2,993) (202,239) 2,701,'32 75,168 2,555,754 
Lonl-tam Debt 3B&837 G8J~6Zl 7341°19 Q!!17OZl ~4SO~2'l 1051463 (21336.2721 281118 '2112~'l 
Net Call Ji10ws from 

FluaDdaI 518,888 1l8.873 443,153 (448,6391 (423,551} aOII38! 504~1 1~54 8'78,3Ol 

IMreue (decrase) I. Call 7,345 (274,76') (103,130) (60.188) (28.782) 1,638 16,'" (1',037) (459,1l8) 

Cash, bcginaing ofthc year 
Call, tad ottlle year 

441~3 
$ 448.588 

44~88 

S IZ!III' 
1731819 

S70a!! S 
701689 

'III 
91801 

S ,1812E! 
!1819821 

S ,16,30) 
!1613432 

S 453 
453 

S ,18.58S) 
441~3 

S 1l8,S85) 
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Table 3 - Co.parative Regulated and Non-Regulated Cash Reeeipts and Disbanements 
EIIIII Year 

Acd'rity 
1113112004 11I31J2005 1213111006 1213Il2007 1213112808 121311210t 12I31J2tIO 12I31/l011 1113112811 

tmLlTY ACTWITV 
Cam RecejpJs 

AccounIs Receivable S 1,497,724 S 1.491,003 S 1,495,885 S 1,659,592 S 1,365,652 S 1,345,936 S 1,471,441 S 1,395,619 S 11,722,159 
Cn:dit card Cash Ad\'8IICCS 30,000 43,200 10,000 44,000 3a,OOO 17,700 1,200 114,100 
Interest Income 7,022 7,675 6,760 al6 2,543 IS 10 57 24,891 
Insurance aalm Proceeds 12,950 12,950 
Loan PIOeoeds 794,983 647,317 365,140 ",789 72,300 1,947,229 
Supply Main Lawsuit Proceed: 798,161 798,161 
Sales ofAssets 501983 105,512 2341332 4 000 500 39S~271

Su""tal: 2.D9i729 2.226,9'8 ~1'1197 1z!!1J!29 2~IO~ IMUSI 1~2158 1141O.!26 15.015.524 
C.ub~ts 

Utility ExpcnsesICapital (1,403,185) (575,659) (656,1IS) (490,636) (568,613) (369,000) (579,285) (467,793) (5,110,286) 
Payroll (287,707) (262,475) (257,850) (340,001) (356,575) (364,725) (349,460) (338,236) (2,557,029) 
Chilies Schwab· 401(k) Plan (18,680) (26,936) (16,819) (21,456) (21,927) (22,310) (82,919) (211.047) 
Credit Card Payments (24,844) (25,951) (106,906) (76,856) (109,631) (114,398) (87,213) (55,546) (601,345) 
D.E.P. Loan (418.518) (417,390) (208,695) (417,390) (417,390) (208,695) (2,088,078) 
EquipIVchicle Lease Pa)'lRCllt (44,251) (56,243) (39,683) (6,876) (15,997) (14,068) (40,495) (59,365) (276,971) 
Loaa Payments (279,523) (400,343) (342,409) (360,336) (343,006) (210,723) (202,803) (179,327) (2,318.470) 
PR Tax Payments (96.,491) (109,993) (100.823) (112,987) (114,053) (62,405) (186,815) (127,756) (911,323) 
Public Service Commission !7Y191 !631653l !"107ll {"185I l {64.610! ,6314941 ,651"1} '711134~ {540~431 

SUbtotal: (2.632,838) ! 11930,387) !1z!0~488) !la,7521 g~II,J3I~ 1114291.t35) !1.533.492} !1~,876~ (14z!1!z799} 

liel Cub lor tJalUty AdIYIty: (333,109) 296,591 210.709 82,777 199.025 30,816 (44,334) 28,250 470.125 
NON·UTlLITY ACJTVrrY 

Cub Reccjpts 

AIR • Noo-udlity 396,947 250 397,197 
Lease ApcemenlS 7,355 23,021 21,696 52,072 
Brown Manapment Group 10,000 360 3,775 21s.o29 363,261 301,248 38,534 932,207 
Oene D. Brown 433,250 214,165 71,000 32,415 16,250 45,714 61,741 73,600 941,135 
Oene D. Brown, PA 42,350 8,900 100,500 4,500 156,250 
Odter Assocl8fccl Companies 11890 21500 §.500 1751000 11000 1861890 

Subtotal: 
Cllllb glsbursements 

salim 2~36 1IID.056 2111190 231~79 4IJd75 3631989 1I~134 2.672.751 

BankCIw&es (2,568) (3,315) (1,720) (1,113) (2,672) (4,058) (3,382) (4,599) (23,427) 
BI'O\1III Manaaement Oroup (61,4'0) (40,050) (82,650) (100,750) (108,391) (62,940) (8,411) (464,642) 
Cost otCoatract Work (190,936) (190,936) 
Credit card Fees (1,742) (2,245) (2,461) (l,314) (38) (8.800) 
Gem: D. Brown (293,934) (739,898) (431,818) (192,287) (246,975) (317,935) (227,60') (110,212) (2,S60,664) 
Ocne O. Brown, PA (51,100) (8,850) (10,100) (18.700) (21,100) (2,400) (36,200) (149,150) 
Odter Associated Companies 
Payroll Tax PerIaltles 

Subtotal: 

(100) 
443 

!541.337) 

(6,100) 

i11331] 
,83011961 

(17,871) 

~876! 
!513,896l 

(57,500) 

~2901 
'354~1 

(85,000) 

~521 
!459,D87) 

(5,950) 
~918l 

!44lzml 

(1,200) 

al7321 
!3021H!! (159.422) 

(174,421) 

~31~631 
iJ J03.303) 

Ne. CUh 'or Noa-tJdllty 
Activity: 340,455 (571,360) (JIJ,840) (143,664) (227,101) (28.177) 61,130 (47,288) (930,552) 

Cash fi'om WMSI Accounts 2,073,848 791,908 418,739 569,645 1,312,159 323,445 456,656 194,802 6,141,202 

Cash to WMSI Accounts gI07318481 ,791.9081 !41!!a739l '569164~ '1~1211S91 (32314451 !45616S6l ll94l a02} '61141~1 


latreut (Deercue) AD Cult 7,346 (274,769) (103,1J1) (60,887) (28.783) 2.'39 16.796 (19,038) (459,821) 

Cash. Besinnilll orllle Year 441~43 4481588 1731819 701689 91801 (1819821 !1613431 453 441~3 

Cull, Ead 01 the Year S 448,589 S 17!!!19 S 78.688 s 9z!9 S ,lUll) S 453 S (18,515) S ,18.515)
'16.34J~ S 
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Effect on tile General Ledger. This finding is included for informational purposes only. 

EfI'eet on tile FiUng: This finding is included for informational purposes only. 
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Exhibit 1: Rate Base 

Sdled1J1e or Water RIlle Base 

COllpaay: Water ......elleDt Senka. IDe. 
Docket No.: II02G8-WU 
Selledule YeaI' Ended: Deeellller 31. 2&10 
.alerilll I FlDlIIXI 
HIIIoIie IXI Projeeled I I 
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FlOI'lda Public Serriee Commlulol 

Sehedule: A-I 
Pile I ort 
PrepareI': J. Allea 

EsplaDlIioD: ProWIe tile calculation or ave....e l"1lIe base rOl' the tea yeaI'. sIIow1....11.dj.....cn... All DOD-USed and useful itellll 
.beuId be reported u Plaat Held For Future Use. If lIellIod edIeI' iliaD rormula .pproacll (118 O&:M) I. used to delel'lIille 
world.. caIMta" proYide addltloDllscbedule .bowla8 detail caltaladoL 

(1) (5) (3) (4) (5) 
13 MoA'¥I A-3 Adjusted 

Llae Per Utllty Utility SuppOl'lllll 
No. DeseriDlioD Boob Adlustments Balaace SeIledule(I! 

l 

3 

Utility Plaat la Senice 

Utliity Laud &: Laad RJaIIts 

Less: Non-Used &: Uldal Plaa' 

S 8,840,469 

81,856 

S 3,353,442 

501,238 

(A) 

(8) 

S 12,193,911 

589,094 

A-3,A-5 

A-3,A-5 

4 

5 , 
7 

• 
9 

10 

II 

Coallnlctioa Work In ProcrtU 

Less: Aceumulated DepreeialioD 

Less:CIAC 

Accumulated Amortization or CIA( 

AcqullllioD Adjustmeats 

Aceum. Amort. orAeq. Adjustmcntl 

Advaaees Fol' Con.lructloa 

World.. CaIMtal Allow..ee 

48,946 

(3,345,861) 

(3,322,830) 

1,420,134 

(12,019) 

391"5 

(48,946) 

1'2,184 

112 

-

(C) 

(0) 

(E) 

(F) 

(3,163,683) 

(3,322,'30) 

1.420,134 

(11,301) 

391.85 

A-3, A-I' 

A-3,A.IJ 

A-12 

A-14 

A-3, A-Ii 

A-3, A·11 

12 Total Rate Base S 31'5'1174 S 319181630 S ' 1'45,805 
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Exhibit 2: Net Operating Income 

Sdledule orWater Net OpendaalncGme Florida Pubic Senke eo.......o. 

211412811 REVISION 

ColDph)': Water MualeDle.t SenIea, IDe. Sebtd.:B-I 
DodIet No.: IltlO8-WU Page""Test Year Eaded: Dtetlnber 31, 201. Preparer: J. AIleD 
IDterI"1 I FIDaIIXI 
"lilorle IXI or Projected I I 

Expla.adoa: Provtdt lIIe calculatioD or net operadnalDtome for lIIe test year. IfamortizadOD (LIne 4) Is related to aDY amouDt otber ilia. aD 
aequlsldoa 8ClJIllhDtaI, lull..lt aD 8CldldODaIlClledule lIIowlnaa dtlCrlpdon and ealculadOD ofeha,.e. 

(1) (2) (3) (4) (5) (6) (7) 
Balance Udllty tldllty Requatcd Requated 

Une Per Test Year Adjusted ReveDue ADD..I SuPporliDl 
DaaiI!!!!D Boob A!!I_tmeDb Test Year A!!lust..eat Reveaua Sebtdulgsl~ 

OPERATING REVENUES S 1~11712 S 131875 (A) S 1~5~87 S 714.035 (F) S 2.0191622 8-4, S·2 

1 OpendOD '" MalDteDallCe 1,115,100 (40,548) (8) 1,074,552 55,_ (G) 1,129,552 8-5, B·3 

3 DtpreciadoD, net ofCIAC Amort 199,395 52,841 (C) 252,236 252,236 B·13,8-3 

4 Amortlzadon 14,616 9,784 (0) 24,400 24,400 8·3 

5 Taxa Other TllaD laco..e 107,672 11,981 (I) 119,652 32,132 (H) 151,784 8-15,8-3 

6 ProYkIoa lor lacome Taxa .(1) C·I,8-3 

7 OPERATING EXPENSES 1.436.783 341°57 1.470.840 87.132 1.5571972 

8 NETOPERAnNG INCOME S (l4M7l) S (20,182) S (J65,lS4) S 626,904 S 461,650 

9 RATE BASE S 3,757,174 S 7,745,805 S 7,745,805 

I. RATE OF RETtJRN ~3.86> % (2_13) % 5.96 % 
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Exbibit 3: Capital Structure 

Schedule or Requested COlt ofCapital (Fhaal Rates) Florida Public SerYke CO........D 
13 MODth Average 

CompID)': Water MauapRlCllt Servlcts, 'De. Sebedule: 1).1 
Docket No.: IIDlOO-WU Page 1ort 
Test Year laded: December 31,101' Preparer: J. AIleD 
SeIIedule Year laded: December 31,1010 
Historic IXI Dr Projected II Subsidiary I I or Couolidated IXI 

ExpIaDado.: Provide a selJedule wbleb caleulata tile requested COlt orCapital ou allePlllliaalDd cod ofycar a.erage.,... Ira ),car-eod ...... oaed, 
submit an addICIo..alClJedole re8edlDg )'ear-eud calculallou. 

Uae 
No. 

(I) 
Reeoudlcd 

To Requested 
RateBuc 

(i) 

RallO 

(3) 

COlt 
Rate 

(4) 

Weighted 
Cost 

1 Loag-Term Debt 7.641,281 98.65 % 5,96 % 5.88% 

2 Slaort-Term DeIIt % 0.00% % 

3 Prererred Stock 

4 Customer Deposits 104.524 1.35 % 6.00% 0.08% 

5 CommoD Equity % 11.16 % 0.00% 

6 Tax CredIts- Zero COlt 

7 Accumulated Dererred IDeolDe Tax . S % 0.00% 

8 0tIIer (Explal.) 

Total 717451806 100.00 % ~% 

Note: Cost ofEquity based on Order No. PSC-II-G287·PAA·WS: 7.13% + 1.6101Equity Ratio. where 

Equity ratio .. Common Equity/(Common Equity + Preferred + LonS &: Sbon Term Debt) .. 0.00 % 
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