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• • 
I. EXECUTIVE SUMMARY 

AUDIT PURPOSE: We have applied the procedutes descnllcd in Section II of 
this report to prepare proposed schedule! of Rate Base. Net Opcmung Income, 
1111d Capital Structure fo.r the twelve months ended December 31, 1995, for 
Holmes Creek Water Utilities. 

SCOPE U MITATION: lherc arc no confidential documents associated whh 
the audit report. 

DISCLAJM PUBUC USE: This is an Internal accounting report prepared after 
perfonning a limited scope audit; accordingly, this document must not be rulied 
on for any purpose except to assist tl1e Commission staff io the performance of 
their duties. Substantial additional work would have to be performed to satisfy 
ccnerally accepted audit Stnndards and produce audited linancial statements for 
public use. 

OPINION: Subject to the Audit Disclosures conL&ined in this report, the 
appended st.all'prepared schedules offWte Base, Net Opera dog Income, and 
Capital Structure represents utility books and records mainlllincd in substant ial 
C()mplinnce with Comm1ssjon Directives. the expressed opinions extend only to 
the scope of work described in section II of this repon. 
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II. AUDIT SCOPE 

The opinions contamed in this repon ore based on the audit worlc described below. 

RATE BASE: Request an original cost study t.o dctennine plant in service and accumulated 
depreciation for the period ending December 31, 1995 Computed the working eopitol allowoncc: 
using the 1995 staff adjusted operation and maintennnce expense and the 1/8 0&M method. 

NET OPERATING INCOME: Scheduled all deposits mode to the ut1l1ty check:ing occount 
during 1995. ~heduled all cbeclcs wrincn by the utility during 1995 from the utility check 
register. Trnccd checks from the utility check register to the utility's monthly bank statements. 
Rcview·ed invoices for all charges to Purchased Power and Chemicals, and Conunctual Services 
expense. 

CAPITAL STRUCTURE: Read the tetll\5 of the S I ,400 Small Business Administrttion Loon 
agn:c:menl 

0111ER: Reviewed the I 995 federnl Income Tax Return. Reviewed the I 994 Regulatory 
Assessment Fee Return and Property TIIX bills and truccd amount paid I<' the check register and 
bank statement 
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Ill. AUDIT EXCEPT!& • 
Audit E1et'pti0111 No. I 

Subject: NARUC SYSTEM OF ACCOUNTS 

, rarement of Fut: NARUC, Clan C, Accoununa lnstruc1tons, 2(a) - General - Rc:eords. sUites. 
lhc: books of ICCOiir.tS of all water utthttcs shall be kept by the double entry method. on ar. 
accrual bast.S." 

The books of Holmes Creek Watct Uuhtics are kept on an cash basis 
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. Audit Exception No. l • • 
Subj~t : ORIGINAL COST STUDY 

Stliltement of Fact: NARUC, Class C, Accounting Instructions. 3 - Utility Plant, States, • All 
utility plnnt shall be recorded at original cost.• 

The utility has no records to OOcur.lentlhc original COSt of Plant in Service. An original cost 
study wns requested froht the Water and Wastewnler Engineer assigned to this case. 
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IV. AUDIT DISCWs& s • 
Audit Disclosure No. I 

Subject: LAND 

Sta~emen! of fa~! : The utility lw hwl rworded on tiS books at $1,000 for two lots on wflich 
wells nrc: located Documentation to support the on gina! cost of these lOIS is not maintained by 
the utility owner. The audit stafJ'attempccd to determine: the original c:ost of the two lots by 
researching the warranty deeds for the lots back to 1969 when the utility Slartcd operating. It 
was determined that the two lots were a part of the Holmes River Campsite which was purehascd 
in 1968 by Frank E. Periccla. Jr. dlbla Jntemational Timber Complll1y, Inc:. from Bessie and 
Rudy Polisc:. The ac:tual cost of this sale wa5 not deterrn.ined as the microfiche oopy of the 
warranty deed is distorted and the amount of documentary stamps could not be determined. In 
udd1tion. when the Holmes Rjver Campsite was broken up into lots, no record of the lots Wits 

recorded with tbe Washington County (;lerks Office. Therefore. the lots arc now recorded on Ill\ 

"unofficial plat" of Holmes River Cam ;~Site. 

Opinion: The audit SUIJ'fbelicves thDt the $1 ,000 recorded as land on the utilities books is 
rcnsonablc for the two lots that have utility wells on them. further. the time und expense: 
necessary to detennine the original ccst of the land would probably outweigh any adjustment 
that may result from determining the originl!l cost. 
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Audit Disclose~ No. l • • 
ubject: DEBT PAYMENTS 

Sutaneot of Fac:t: In October 1994, the utility owner borrowed $1,400 from the Small 
Bus111e~s Administration. 11lC term Cifthc loan was slated as 3 years at the rate or 4.00% per 
year. The utility did not record this loan as Long Term Debt in iu books. The outstanding 
balance ofthis loan at December 1995 was $940. In addition. SS 17 paid toward thi$ loan dunng 
1995 was ch11rged to Opcnui1.1n and Maintenance Expense. 

Opinion: The utility s.hould record $940 as Long Term Debt at December 31, 1995. 
Operation and MDintenAn<:C: Expense $hould be reduc;ed by tho SS 17 debt :service pc~ymcnl$ 
charged to 0 & M Expense during 1995 
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Audit Disclosure No.3 • • 
Subjec.t: TAXESOTiiER 

Statement or Fut: NARUC, Water Opcnuion and Maintenance Expense Accounl~. Account 
675 - Miscellaneous E.~penses. states," This account shallmeludc all expense not includable in 
the olher operating expense accounts. • During 199S. the utility charged SS7 to account675 for 
the pilynlCDl of property t:IXCS. 

Opinion: The utility should reduce O&M Expense by $57 for the property tax expense 
charged to account 675. The proper account for this expense is account -108 - Tues Other Than 
Income ll1ld the property tax payment is already recorded in that account 
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Audit Dlsc:l01ure No. 4 • • 
Subject: OPERATING REVENUES 

Suueme.nt or Fact: The utility n:ports revenues on a cash biiSi.s liS reponed in Audit Exception 
No. I. The company reponed n:vcnues of$6,528 in its 1995 Allnual Report. The deposiL' 10 the 
utility checking acoount total $7,133 The utility owner, Mr. Peterson.userts that all deposits to 
this account are fronl revenues received from utility C".IStomers during 19?5. 

Opinion: Revenues should be increased by S605 to record all deposits made to the utility 
checking acoount during 1995. 
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. . HO~ES CREEK WATER unttls 
STAFF ASSISTED RATE CASE 
RATE BASE 
TEST YEAR ENDED 12/31/95 

• 
1995 

ANNUAL AUDIT 
DESCRIPTION -- -- REPQRT_91SCLOSURE 

UTILITY PLANT IN SERVICE 6,132 ocs 

ACCUMULATED DEPRECIATION (4,320) ocs 
LAND 1,000 1.000 

WORKING CAPit.:.:Ac.:.:L=----------- 0 841 

RATE BASE -=.. 2,812 , 841 

xx - WORKING CAPITAL NOT REPORTED ON ANNUAL REPORT 

OCS - ORIGINAL COST STUDY WILL DETERMINE AMOUNT 

I ! 

PER 
REF AUDIT 

Ex-2 0 

Ex·2 0 

1,000 

XX 841 

1,841 



· .HOL-~Es CREEK WATER UTIAs • STAFF ASSISTED RATE CASE 
NET OPERATING INCOME 
TEST YEAR ENDED 12131195 

1995 
ANNUAL AUDIT PER 

DESCRIPTION . --- REPORT QISCL,._O~~ REF AUDIT 

OPERATING REVEUNES 6,528 605 0.{1 7,1 33 

OPERATING EXPENSES: 

O&M EXPENSE 7,357 (631) D-4 0. 5 6,726 

DEPRECIATION EXPENSE 296 ocs Ex-2 

TAXES • OTHER 389 389 

TOTAl OPERATING EXPENSES 8,042 J 631) 7,115 

NET OPERATING INCOME (LOSS) (1,514) (26) 18 

OCS - ORIGINAL COST STUDY WILL t'ETERMINE AMOUNT 
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• HOLMES CREEK WATER UTILITl
's'rAF~ ASSISTED RATE CASE 
CAPITAL STRUCTURE 
TEST YEAR ENDED 12!31195 

DESCRIPTION 

LONG TERM DEBT 

PROPRIETARY CAPITAL 

TOTAL 

1995 
ANNUAL AUDIT 
REPORT DISCLOSURE 

940 

XX 

- 0 - 940 

• 
PER 

REF AU OtT 

[)..4 940 

XX · TO BE DETERMINED IN RECONCILIATION OF RATE BASE TO CAPITAL STRUCTURE 

13 

COST 
RATE 

4 .00% 
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Coauniuioom: 
SUSAN F. CLARK, CHAlltMAN 
J. TERRY DEASON 
JUUA L. JOHNSON 
DIANE K. KIESUNO 
JOE GARCIA 

Richard Peterson, Sr. 
Holmes Creek WaJer U1ilhies 
4930 Sugardoll Road 
Vernon. Florida 32461 

Stale of Florida 

May 24. 1996 

DIVISION OF RECORDS & 
REPORTING 
BLANCA S. BA YO 
DIRECTOR 
(904) 41 )-6770 

RE: Docket No. 960145-WU - Holmea Creelc Water Udlit.la 
Staff-usisted Rate Case Audit Report 
Audit Gontml 196-051-H 

Dear Mr. Peterson: 

The enclosed audit repon is forwarded for your review. Any company response filed with 
this office within ceo (10) work days of the above dace will be forwarded for eonsldcncion 

by tho! slllff analy5t in the preparation of a recommendation for this cue. 

Thank you for your cooperation. 

BSB/mas 
Enclusure 
cc: Pub I ir. Coun;.el 

Sinc:crely, 

lux:a s. Bay6 
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