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RE: Docket No. 030445-SU; Application by Utilities, Inc. of Eagle Ridge for Rate Increase 
in Lee County, Florida 
Our File No.: 30057.43 

Dear Ms. Bayo: 

We enclose the following supplement to the responses of the Applicant, Utilities, Inc. 
Of Eagle Ridge, to the Commission Staffs Audit Report and Exceptions dated April 5,2004, 
for filing: 

Audit Exception No. 1: 

The Utility is awaiting further review of the Auditor's work papers to enable it to CMP - 
COM respcad to this exception. In addition, the Utility is preparing a roll-forwari of plant 

UfF - balances and related accounts. 

HR d u d i t  Exception NO. 2: 
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The Utility recognizes the Commission's rules pertaining to capitalized organizational 
r u s t s ,  and is working to rectify the presentation of these costs in the future. 

Audit ExceDtion No. 3: 

The Utility understands the Commission's stance on these plant ite-ms. Accordingly, 
[ the Utility will make appropriate adjustments. 
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Audit Exception No. 4: 

The Utility disagrees with the Auditor’s recommended1.treatment as an expense, of 
$19,120 in capitalized sludge hauling costs. The Utility believes that these costs are 
properly capitalized. Project 673-1 16-00-01 increased aeration capacity at the wastewater 
treatment plant. This was performed for the ultimate benefit of customers. This project 
could not have been completed without emptying the treatment plant tanks. Pursuant to 
Accounting Instruction 25, Part D of the Uniform System of Accounts, “The cost of disposing 
of materials excavated in connection with construction of structures will be considered as 
a part of the cost of such work.” As this sludge hauling is a necessary component of this 
project and would not otherwise have been carried out, the expense should be included in 
the cost of the project and capitalized as such. 

I 
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Audit Exception No. 5: 

The Utility agrees with this exception. 

Audit Exception No. 6: 

The Utility is awaiting further review of the Auditor’s work papers to enable it to 
respond to this exception. In addition, the Utility is preparing a roll-forward of plant 
balances and related accounts. 

Audit Exception No. 7: 

The Utility recognizes the different depreciation rates for Accounts 380 and 381. The 
Uti l i9  is working to correct this. 

Audit Exception No. 8: 

The calculation of Return on Common Equity (ROE) shown, is inconsistent with the 
data presented in accompanying Schedule A. Schedule A shows an Equity Ratio of 40.42%; 
however, the calculation on Page 14 uses an Equity Ratio of 42.10%. The Utility is unable 
to reconcile this difference. 
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Should you have any questions conceming the enclosed, please do not hesitate to 
give me a call. 

VALERIE L. LORD 
For the Firm 

VLWtlC 

cc: Mr. Jeffery A. Small, Audit Manager, Public Service Commission (by facsimile) 
Ms. Kathy L. Welch, Audit Staff, Public Service Commission (by facsimile) 
Mr. Steven M. Lubertozzi 
Mr. Patrick Flynn 
Mr. Frank Seidman 
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