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DIVISION OJ' AUDITING AND I'INANCIAL ANALYSIS 
AUDli'OR'S REPORT 

JULY 15, 1,. 

TO: J'LORIDA PUBLIC Sl:llVJa OOMMIISION AND OJ'BDIIN'I'EUSI"ED PAR'IU:S 

We have applied tbe procedunl clelcribed later in this report to audit the ac:companyiDs 
schedulel ofbe Bile, Net O,.ldaa ....... Clpital Structure for the hiltorica1 twelve-moatb 
period ended Dfm•.,.. 31, 1996, tbr Zlhood bioa Co-Op, IDe. 1'bele ICbeduJes were prepared 
by the utility u pm ofita petition bl'lle rf1itt1 ia Docbt No. 980307-WS. TI.ere g no confideatial 
information aaociated with tbia IUdit. llld there ~re DO ltaft' minority opinions. 

This g an iaterDII ~CCCXmtina report prepared after performing a limited ICOpe audit. 
Accordin&IY. tbiJ report lbauld DOt be relied upoa for lilY purpoee except to uaiJt the CommiJiioo 
staff in the pabmaace oftbeir dutiel. Svblt•miallddilional wort wou1ct have to be performed to 

satisfY JIIDRiiy MXtpled .............. produce IUdited ftuncialltltementl for public UIO. 

In our opiaioa. the ICbeclua. rofened to above pnnat &irty, in all material respects, the 
utility's boob llld recorda. which wae DOt nwintained in conformity with tbe ICCO'mti"& pndices 
prescribed by tbe Florida Public Service CommiuioiL The attiCbecl findinp di~a~u all dift'ereooes 
and other matten which were DOted durin& our eumination. 

1 



SlJMMA)lY 01' SIGNIPICANT JI'INDINGS 

Utility could DDt U.••we cr alppOit plant-in-..w.e of$2,200,603.00 transferrable from 

the seller, Zellwood St.aoa. L m .. at October 1, 1993. 

Utility could DDt povide doa•IN!I••ioa to aapport 568,111.11 and $77,369.00 of pro forma 
water and wutewater opelatioa and nwjntmance adjultmentl, relpeCtively. 

SUMMARY 01' SIGND'ICANT PROCEDURU 

Our audit wu performed by euminina. oo a tell buiJ, certaiD transactions and ICCOUilt 

balances wbicb we believe .. IUftldeat to bue our opiaion. Our examination did not entail a 
c:omplde review c~• flnendll tnn....._ oftbe compul)'. Our more iJNx,rtant audit proceclures 
are IUIDIDII'iad below. The fbllowiDa defiaitions apply wbea ...t in this report: 

Scuaed - The clocuneru or....., were reid quickly JooldDa for obvious erron. 

Compled -'The eiCblit anum were reconciled with the pnerllledpr, and accounta were se~nned 

for error or iDcoDiilteacy. 

Verily- The item wu ~ tbr acc:ancy,IDd wbltni,ttina documentation wu examined. 

RATE BASI:: Prepll'ed Zellwood S&atioa Co-Op, IDc.'a water and wastewater rate bue at 

Decemb« 31, 1996. Compiled .... addi&i4D acquired ftom Oc:tober 1, 1993 tbroush May 31, 

1998, and traced appmxhnately 75 .,._. to iUppOrtina documentation. Recomputed the 

depreciatiODI'eiCII'Ye at Decwnber 31, 1996, IDd May 31, 1998. 

NET OPERATING INCOME: Compiled utility rWYemJe and opendna and maintenance 

account~ for the )'ell' eaded llecfmber 31, 1996. Reclladeted opendna rewDie applying the water 

and wastewater nte1 QII'RIIIdy in eftect. CIOIO a judp•tal aample of operation and maintenance 
expenses and traced apprmrirnet.ely 75 .,._. to iDYOicel and other aapportiDs documentation. 

Recalculated depreciation expea~e. Veriled taxe1 ott. tbao income. 

CAPITAL STRUC'I1JU: Compiled capital atruc:ture biJancea at Decemher 31, 1996, and 

obtained a copy of the loaD aare-ent fbndina utility invatment. 

OTHER: Scumed the federal iDcome tax returDI ftom 1994 through 1997. Read the St. Johns 

River Water Muwaement Diltrict Conunptive Ute Report. 
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Apdlt Euepdell Ne. 1 

Sabject: u..., ..... 
Plldl: The udlty could DOt provide cloc:umnllion (mvoicelllld checb) IUpportina the trllllfer 
of$210,781.00 IDd 11,989,822.00 of,..,.aiwl water llld wutew1aer plant-in-leMc:e. 

Zellwood StltDa Co-Op, IDe. purd and the utility aloa8 with tbe mobile home put on October 1, 

1993, &om Zellwoocl Stltioa, LTD., for $13,600,000. 

The $2,200,603 allocated to tbe utility wu bued oa a phylica1 improvement iDipection report 
concbiCted by a public.,.._-~ 25, 1994. 

The COib lllocated to tbe udlity iav .. a,.. corMned in the phylica1 improvement iDipection report 

could DOt be l'eCO"Clled to the .... per tbe complll)''l boob llld rate fllina. 

.,.._,... WIIICWIICI Plant IgW 

Allocatod Purdlue 
Price at Tnasfer $210,781.00 $1,989,822.00 $2,200,603.00 

Additioaa I 0-1-93 -
12-31-96 59,042.16 2,905.03 61 ,947.19 

Utility Book Belpce 

@ 12-31-93 269,123.16 1,992, 727.03 2,262,550.19 

Staff AdjUitmeDt for 
Transferrable Plant (210,781.00) (1,989,822.00) (2,200,603.00) 

Staff.Balaace 
@ 12-31-96 59,042.16 2,905.03 61,947.19 

Utility Rate Faiina 
@ 12-3-96 1,156,768.00 1,724,790.00 2,881,558.00 

Adjustmeat CIJ 097-:ZZ~.~l (11.~11~ 27l (12 •12.CiU~ Ill 

Op~: Water IDd W11teW1ter plant-i.o-aervice aboulcl be reduced by 
$1,097, 72S.841Dd $1,721,884.97, ~· Field ltaff defers to the FPSC ensineer and analyst 
for dilpOiition oftbe plaat valuation It tnnlfer. 
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Sabject: Depreciatloll ........ •••nre 

Paca: The W~DriDd ~ r•••ne• Dec¥••• J I, 1996, aloai with teet year depreciltioo, 
wu reciJadated per PAC. 25-30.1..0 . . Atom.._, depr•Wial 011 the~ tnDifemble 
plant aloaa with the aiiOCilled cleprecildoD a:peaee (Exception No. I) wu acluded ftom tbe 
respective ltafFbiiiiiCIIIIt ~ 31, 1996. 

OpiaioiiiRic• ...... : It ilreoc-!Mded tblt ICOIDM ...... deprecietion lit Decemller 31, 
1996, and wat.- depr«.iition ..,._ for the te1t year eaded lit the same date be redtaced by 
$239,519.12 IDd 111,430.40, ~ aad ............... acamel•ed depreciation IDd 
depleciatioo .... tbrdle-..... be reduced by S294,731.541Dd $88,5S2.04, reepectively. 



.. 

~Ne.J 

S.bjed: aAC _. .bls U •• 

hal: The Ulli&y ....._. 1250,000 ~~-coaltrUCtion (CIAC) at December 
31, 1996, via ita Ca-i ..... Pnlned nte ..... 

A review oftbe ODIIIpiD)"1 NOai'CII did aat IUppOI1 tbe ailteace ofCIAC. Utility repr_.ttive 
informeclltdtt.t it 1111 DIWI' ODiected maaiel tom CUIIOmen for aytbiDa adler than moatbly 
water llld WllteWIIer dlqll o1Sl7.50 per cultOIDer. 

Opl•loiiiRtcsm·•dtldM: It ....-n thlt the uaility'1 coaaaltaiU impated tbe CIAC. It is 
reoon•nel'ded dllt aAC be ....... by $250,000 Ulllil tbe T1Pshnne _,. and .,.;neer Vllulae 
the trullfernble .... per Bp ... No. J IDd ...... die Mlocilted compooentl. The rellted 
acamallted IIDIJI1iealioa o1Sl2,5l3lbould lito be ndiiCid iD total. 



Sabject: Udllly Pro ...... ~ .. 

J'acts: Tbe utility wu Ulllble to provide field ltlff'widl ICbedules or documentation supporting 
$68,111.11 8Dd S'n,369.00 of 1996 water 8Dd wasteWIIer pro fomw, respectively. 

Water aDd--.... apllldDa 8Dd mainta•a ~·(<>aM) iDcludina pro formu were 
$169,841.07 8Dd S167,421.93, lapectively. fortbe tat yeareoded December 31, 1996. 

The 1997 UDaUdited water 8Dd wutew11tcr O&M expcme1 per tbe utility's aeoeralledaer were 
S12S,197.471Dd Sl56,770.12,111p0Cdvely. 

OpbaloiiiR-•d•tlea~ Staff recommeadl that 1996 water and wastewater operating 
cxpcntes be reduced by 161,111.11 a m .369 .oo, a .. operatina income be iDaaled by the 
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S.bjeet: ....,.. ..... •e••tl'adM 

F'MD: Tbe ft1llowiaa difl&--ill o.tM ICCOUntt were DOted betwem the utility's Commiuion 
rate filiDs aad ill boob ....... Jedeer). 

Accgugt 

Water: 

D . • .,.,,j!!IM 

601 Slllriel.t w ... 
620 

631 ~s.mc •• ,....,. .. 
633 COIIInCIUII ServiceHApl 

635 Collblctull S.W..T .... 

636 ~~ 

675 ~Expeale 

WutewaUI': 

711 Sllldle RemoYal 

720 MltlriiiiiDd Supptiel 

731 COIIInctUil ~ 

735 COIIInctUil Services-Tettias 

736 Contr'ICtUI1 Servicei-Otber 

77S Mifceii•IMICJUI Expeale 

$14,395.77 

1,652.94 

3,564.10 

24,306.30 

1,230.00 

4,116.38 

1,600,02 

I~J 166ZJ 

$13,210.00 

609.26 

2,2SO.OO 

4,256.50 

2,376.21 

2.401.01 

IZ~.1Ql.~ 

$44,395.17 ($29,999.40) 

7,3(,4.53 (5,651.59) 

0.00 3,564.10 

0.00 24,306.30 

0.00 1,230.00 

1,230.00 2,886.38 

1.2~2.11 l.J40,24 

·~ Jl2g , .. ~~ ZZl 

$0.00 $13,210.00 

4,306.28 (3,697.02) 

0.00 2,250.00 

0.00 4,2S6.SO 

S,042.00 (2,66S.79) 

1.042,28 LJSI,Z9 

IU!~~~~ 11~ Z1Z ~~ 

OpiUo~: Sed~• that water operating and mainlenance expcme 
bo reduced by $2,323.27 and .......... bo•incnuecl by $14,712.48. 
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SuJect: c •• _,..._ u. rw.~t 

Fact: The utilty dlqed .Accoum 631. Coatrlc:tual Servicei-P.aaineering for $3.564.80 during the 
test year eoded Jlecember 31. 1996. 

The S3.S64.80 billed to Wwood Stltiaa Co-Op. IDe. by Excel ~ilia CoalultaDla wu for 
semces provided iD proc 1 • II tbe utility's appliadioa for itt COIIIUIDptiYe Ule permit (CUP). 

Oplail.alt.ea .. _llldl_· Pield DtlnJCOIIIftleNII tblt tbe S3.S64.80 cblrpcl to Coatnctua1 

Servicel-&pe.iaa be reduced by $2,151.84 to re8ect a ~year am"ftization period. 
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~cepdoa No. 7 

Subject: Utility Esr-•• Plllllt Mdtlla• 

Faca: Tbe followina CIPitll expeDditures were cbarpd to operations durin& the test year ended 
December 31' 1996. 

Dept....., 
~ 

IIMiico li1Z:ll:26 
..JIL. ~ Alllllll 

41019 2Mt96 $433.47 $12.42 

41222 3J06I96 I SUO 4.01 

636 (12)MIIIr"- 3611 

Opla...,.,._ ••• ..._: Std IDibl tbe fi)llowiua leCOIIUDelldations: that water and 
wastewater opendiDa ~·be reduoed by rapecdve S175.92111d $587.57; that water and 
wastewater qtillty pia be iDcnlled by tbe ame; IDd dud water IDd wutewater test year 
depreciation expa.-11111 tbe •DCilted ....ve at December 31, 1996, be iDcreued by $7.33 and 
$16.43. 
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E~N .. I 

S.bject: Caplt8' 8tl wtwe 

Fadl: Tbe utility pun:bued the mobile home plrlt aloog with the utility for $13,600,000 on 
October 1, 1993. 

The.._, Zelwoocl 9adaa. Lm .• llf'eed to fi~~~DM S1,SOO,ooo of the purchue price at 1 pen:em 
and receiwd the ... ..,. iD culL 

The utility re8eded a 7.95 perca COlt rate via its IUbmitted ftlina applicable to tbe financins of the 
said loan. 

10 
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E~ceptioa No. t 

S.bject: w ....... c.,.... AIIMnaee 

Pacts: The woddaa ClpiW aUoW.ce baa beeD computed baed on the 118 formula method to 
comply with Qwnmiwim nde 25-30.433(2), Florida AdmlniJtrative Code. 

The Iapeetive water md wutew11cr workina capital allowance wu computed u $12,047.37 and 
S 13,022.23 baed on aff-adjuatod operation and maiD.tenana! expcmes of $96.378.93 and 
$104,177.84. 

OpllllloiiiR ..... _.atlla:• Staff recommends that Wider and wastewater rate base be increased 
by $12,047.37 ad $13,()22.23, respectively. 

11 



Sabject: Pn ,.,.. ..... 

Jada: The utility leledecla J110 fonDa adjUitment of $234,678 for mctcn durin& 1997, via its 
submitted ('mnniaion nile fi1iDa. 

The Ulility acquind S91,313.191Dd 149,441.11 of rapective water md wastewater additions from 
the end of the tat )WI' lit December 31, 1996 duouab May 31, 1998. 

Meten aod UIOCilted COitl••nted S59,682.S4 of the $147,832.00 plant additiona obtainod 
since December 31, 1996. 

()plallllllllea--•-=· S1aff re8ected rate bae as of December 31, 1996, exclusive of the 
meter pro fonDa. 81afftmcecl $96,959.27 oftbe $147,832.00 to IUppOitiDa documentation. Staff 
defers to Telleh 11 _.,. b clilpMitiaa of this matter . .. 

12 
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DildoRnNo.2 

Subject: N.,......, ... ..,_. 

F8dl: The Ulility ct.qed Aaxult 633, Coalnctual Servicei-Lepl for $2-i,306.30 duriDa the telt 
year eaded Decen-31, 1996. 

The $24,306.30 npnnnfalepi..W. provided by Gray, Harrit & Robinlon for utility-related 
matten. 

Field ltd'wu UDible to ClteiPile lepl apea11 u 101110 itemt were inadequately cte.:liptive. 
However, all COlli ....,_. to be lpeCilcllly nllted to the PPSC rate fllin& proc••ina of the 
COOIUIIIptiYe Ule permit. ........... oldie udlity. 

Opiaioa/Rec:c.w·•dadee: The lepl COitllbould be amortized over a period u deemed 
RlUOOible by the PPSC lllllylt. A copy olthe invoice~ totaJiDa $24,306.30 bu been included in the 
audit work papers to ....... ...,. iD dilpGiitioa ofdleiDitter. 
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DildolareNo.3 

Subject: Wa.., C...Vadoll 

F'adl: Tbe St. Jobal River Water Mfnterment Diltrict's i••mce of Zellwood Station Co-Op, 
Inc.'s COIIUIIptive ... permit .. CODditioaiJ upoD tbe utility a,.._.,.i«• certain water 

coDJerVatioo meuurea. ODe coMidoa wu requirias water ...., OD all aew COIIItrUdioo aDd 
retrofittins IUCb 00 aildna ....... The retrofit prosram wu required to be completed by the 
eDCl of 1998. 

Oplaio~: A. of May 31, 1998, 690 of tbe 995 developed Iota have been 
metered. In order to comply with the permit CODditioal. tbe , ...... 305 need to be iDitllled by 
December 31, 1991. 

14 



Subject: AIKndelll 

Facta: ()perldDa apenaea, willa the ~ ~--and wtp~, were diltributed equally 
between water IDd Mawater, if' DOt lpOCiftcaDy iclenrifiable with either operation. 

Opillioa~Ren en llaU.: Utility repru n&atiYe iDformed ltd that tbe allocation metbodolosY 
wu baed oonwa~~~ .,._.to CU1to1DD It a 8at nte ofSI. 75 for water and $8. 7S for wutewater. 



BXlllBlTI 

(a) , 

DESCIUPTION 

ZELLWOOD STA110N CO-OP, INC. 
DOCDT NO. t1031'7·WS 

WATDlllATE BASE 
PDIOD ENDED DECEMBDl31, 1996 

(b) (c) 

PER AUDIT 
COMPANY BXCEP110N 

UTILITY PLANT-IN-SBRVJCE 11.156,768.00 $(1,097,725.14) 

115.92 

LAND 0.00 0.00 

CIAC (250,000.00) 250,000.00 

AMORTIZATION OF CIAC 12,513.00 (12,513.00) 

ACCUMULATPD DEPRBCIATION (241,%76.00) 239,519.12 

(7.33) 

WORKINO CAPITAL (2) 0.00 12,047.37 

RATBBASB M'l!QKOO Cltj<W§Q376l 

REQUIRED FOfYI?D'I'ES: 

(/) .AJUIU att ......... lloltOibtt:l.tl..., •~~.w~ra 

(1) Wortbtg Caplllll.,. colctdtlfM t11 JIB OcfAI apnw ~, eo. .. wk>ll po/Jcy. 
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(d) 

REFER 
TO (I) 

E-1 

E-7 

E-3 

E-3 

E-2 

E-7 

E-9 

(e) 

PER 
AUDIT 

SS9,218.08 

0.00 

0.00 

0.00 

(1,764.21) 

12,047.37 

$69J01,21 



EXHIBlTH 

(a) 

DBSCJUP110N 

ZELLWOOD ITA DON CO.OP,INC. 
DOCKET NO. t1131'7-WS 

WA8'1'&WAT'DlllATE BASE 
PERIOD J:NDED DJ:CDIBDlJI, I"' 

(b) (c) 

PER AUDIT 
COMPANY BXCBPTION 

UTn.ITY PLANT -IN-sERVICE Sl.724,790.00 (Sl,721,114.97) 

587.57 

LAND 0.00 0.00 

CIAC 0.00 0.00 

AMORTIZATION OF CIAC 0.00 0.00 

ACCUMULA'IED DBPRBCIATION (295,277 .00) 294,738.54 

16.43 

WORKING CAPITAL Q) 0.00 13,022.23 

RATE BASE llf32$1l'P ($1111 S2Q 2Ql 

REQUIRED FOO'I'1KJTES: 

(I) A11diJ ~ tlo 1101 btt:lwl. _......,._, 

(2) wor~~,. Clplllll .. otlb"*tt t11IIB O&JI....-,.,-eo..u.~ott policy. 
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(d) 

REFER 
T0(1) 

E-1 

E-7 

E-2 

E-7 

E-9 

(e) 

PER 
AUDIT 

$3,492.60 

0.00 

0.00 

0.00 

(S22.03) 

13,022 .. 23 
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EXBIBITm 

• 
UU.WOOD n'ATION CO.OP, INC. 

nocan NO. 111111-ws 
WA'ID IUTOPDATING INCOME 
n:IIIOD l'lfDD DECDmDl Sl, ltM 

(a) (b) (o) (d) (e) 

PBil AUDIT REFER PER 
DBSCRJPTION COMPANY EXCEPTION (I) T0(2) AUDIT 

OPERATING RBVBNUBS 1101,667.00 10.00 1104,667.00 

OPERATING EXPBNBBS: 

O&MEXPBNSB 169 ... 1.07 (61.111.11) £..4 96,378.93 

(2.323.27) B-S 

(2..151.14) ~ 

(175.92) B-7 

DF.PRBCIATION BXPBNSB (3) 12,t61.00 (81,430.40) B-2 I,SU.93 

7.33 B-7 

TAXES OnmR 11fAN INCOME 390.50 0.00 390.50 

INCONE TAX BXPBNIB 0.00 0.00 0.00 

TOTAL OPERATING BXPBNSB 1253,198.57 (SIS4,18S.21) $98,313.36 

NET OPERATING INCOMB(LOSS) (1141.531.57) SIS4,88S.21 $6,353.64 

REQUIRED POOI7DrBS: 

(I) s.o/141./111.._.,. MIO ,.,.. .. 

{1) AIUIU~tlo_,,_.._..._.,.. 

II 



• 

EXBJBrriV 

~,INC. 
W •PDA'J'iN INCOME 

D Dlll, I"' 

(a) (b) (o) (d) (e) 

DESCRJP1'ION co~ EX~<I> ~ ltf&.r 

OPERATING REVENUBS 1104,667.00 10.00 $104,667.00 

OPERATING EXPENSES: 

Oct.M EXPENSE 167,421." (17)69.00) E-4 104,177 .. 84 

14,712.48 e.s 
(517.57) B-7 

DEPRECIATION BXPBNSB (3) 19PT7.00 (11.552.04) B-2 541.39 

16.43 E-7 

TAXES 01liER 1HAN INCONE 3,409.50 0.00 3,409.SO 

INCOME TAX EXPBNSB 0.00 0.00 0.00 

TOTAL OPERATING BXPBNSB 1259,908.43 (SIS1,779.70) $108,128.73 

NET OPERATING INCOWE(LOSS) (SISS,241.43) SIS1,779.70 ($3,461.73) 

REQUIRED FOOTIOI'I!S: 

(I) SmoJJ diJf•NftOU,. MID I'Otllttlbrr· 
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• 

EXHIBITJI 
ZELLWOOD STADON CO.OP, INC. 

DOCKET NO. 910307-WS 
CAPITAL S'I'RUCTtJB (1) ~ 

PERIOD ENDED DJ'£EMBER 31, 1996 

' • 
(a) (b) (c) (d) (e) (f) (&) (h) 

WFJGHTED 
PER AUDIT REFER PER COST COST OF 

COMPANY EXCEPTION (1) TO AUDIT RATIO RATE CAPITAL 

$0.00 $76,064.05 $76,064.05 18.97% 1.61% 7.72% 

0.00 9.429.99 9,429.99 11.03% 7.00% 0.77% 

0.00 0.00 0.00 0.00% 0.00% 

TOTAL so.oo $15.494.04 100.00% 1.49% 

RB1,JUIUDJIOOI'IOI'&'S: 
(I) ................. ,., .... .., •• ..,.. 



.. . 

Commissiooers: 
JUUA L. JOHNSON, CHAIRMAN 
J. TERRY DEAsoN 
SUSAN F. CLUK 
JOE GARCIA 
E. LEON JACOBS, JR. 

W. A. Restall, Utilities Director 
Zellwood Station Co-Op, Inc. 
2126 Spillman Drive 
Zellwood, Florida 32798-9797 

STATE OF FLORIDA 

July 28, 1998 

Rc: Docket No. 980307 - WS - Zellwood Station Co-Op, Inc. 

DMslcN "'RKoiDI& RDotmNo 
BLANCA S. 8AY6 
DIR£C'J'o. 
(ISO) 413-6770 

Audit Report - Establish Rate Base - Period Ended December 31, 1998 
Audit Control tl 91-09S-3-l 

Dear Mr. Rcstall: 

The enclosed audit report is forwarded for your review. Any company response filed with 
this office within ten (10) work days of the above case will be forwarded for consideration by the 
staff analyst in the preparation of a recommendation for this case. 

1bank you for your cooperation. 

KF/ABF 
Enclosure 
cc: Public CoUDiel 

Sincerely, 

~~ 
Kay Flynn 

Division of Audit and Financial Analysis 
Thomas A. Cloud 

€AnTAL Claa.& 0rna CDn'a •2540 SlluiiAaD OAK IOuL&VAU • TAUAHA~~Ut n.J2399 .SO 
' AII~~~~~O,JI.....,IPJII'P 

hblkSemeeCw ' ' r w ...... ~ ........ &....-: r I s -.•• 




