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Tricia Merchant, CBA

Divieion of Water and Wastewater

Florida Public gervice Commission .}ﬂé/
2540 Shumard Boulevard L ald
Tallahassee, Florida 32399

Re: Alocha Utilities, Inc.
Undocketed Audit

Qux File No, 26038,22
Dear Tricia:

Attached is a copy of a letter forwarded to Denise Vandiver
today in response to her letter received by the Utility yesterday
which is also attached.

It is my understanding that- during your recent discussions
with Bob Nixon, concerning the Utility‘s 1996 Annual Report filing,
you agreed that the Utility should be given additional time in
which to file the new consolidated report form given that it was
the first year it was being applied to Alcha Utilities. As a
result, we were somewhat surprised to have recently received
Denise’s proposal for audit of 1996 year for this Utility so socon
after your discussions with Bob.

— = If there is anything you can do to assist us in ensuring that
—this audit does not go forward, if at all, at least until the books

of the Utility are closed for 1996 and the annual report is filed,
~ we would sincerely appreciate it.

In addition, please consider this letter to be our request to

~ ¥ou, and by carbon copy to Chuck Hill, for a thirty day extension
~——-above and beyond the automatic extension authorized by Commission

rule. The reasons for this needed extension are gtated below:

——— 1 As you well know, this is the first year the Utility will

be filing the consolidated report form which is all new to this
company . Because it is new for this company and because the
Utilicy has not had a general rate setting proceeding in many years
_for its systems, the records will have to be brought Qﬁﬁxﬁﬁﬁrﬁ:wﬁ
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Tricia Merchant, CPA
March 11, 1957
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15976, the test year in the last general rate proceeding. This will
require substantial work to accomplish separation of those records
by system in order to complete the new report form.

2. The Public Service Commission has recently completed
action after over 1 1/2 years on the reuse plan proposed by the
Utility. The adjustments that will be in the final order which was
to be issued on March 10, 1997, will ‘most 1likely require
substantial adjustment to the 1996 figures prior to submittal of
that annual report. In addition, it is not expected that this
order will become final without at least a request for
reconsideration and, as such, at the best we hope that order and
therefore those adjustments to be final in late April.

3. Because of the Utility’s involvement with the reuse plan,
responding to customer concerns raised in that case, negotiations
with DEP related to both this and the water quality issues raised,
and the filing of the new limited proceeding for the FDOT line
relocation, the resources of the Utility and its in-house and
cnnn:::ing accountants have been greatly taxed in the last few
months.

Based upon these points, we believe that an extension up to
and through May 31, 1997 for the filing of the 1996 Annual Report
of Alcha Utilities, Inc. is appropriate.

If you have any questions or if we can provide any further
information in support of this request, please let me know.

Sincerely,

LEY, LLP

FMD/1lts

Enclosures

cc: Charles H. Hill
Blanca Bayo
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Ms. Denise Vandiver

Division of Auditing & Financial Analysis
Florida Public Service Commission

2540 Shumard Oak Boulevard

Tallahassee, Florida 32399

Re: Aloha Utilities, Inc.
Undocketed Audit

Dear Denise:

Aloha Utilities, Inc. received your letter concerning an
undocketed audit request yesterday, March 10, 1997. While the
Utility’s books and records are (in conformance with Commission
rule requirements), open for inspection by the PSC Staff during
business hours, we are concerned with the proposal for audit as
outlined in your letter at this time.

First of all, the Utility has not yet filed their 1996 Annual
Report. We do not understand how the Staff can conclude that an
audit is appropriate or the purpose of an audit at this time when
the Commission Staff has not even had an opportunity to review the
annual report which will form the initial basis for the audit
proposed.

Secondly, the Utility’s general ledger has not been completed
and the books are not closed for calendar year 1996 at this time.
In addition, the Florida Public Service Commission’s order dealing
with the Utility’'s proposed reuse project plan was due out
yesterday and it is anticipated that that report, based upon a
reading of the Staff Recommendation which was approved, will have
substantial impact on the books and records of the Utility for
1956. Therefore, further adjustment to the existing books will be
necessary before those 1996 figures can be finalized, booked and
included within the Utility's annual report. The fact that the
books and records of the Utility are not yet closed for 1396 makes
it virtually impossible for the Commission Staff to perform an
adequate inquiry into the calendar year 1996 at this time.

Third, the Utility is being required, for the first time this
year, to file an annual report using the Commission’s new
consolidated reporting format. In order to file such a report, the
Utility will be required for the first time to separate operations
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of its four systems on the report, as well as to keep those figures
on a going-forward basis. While the Utility had received the
annual report form approximately a month ago, we are not far enough
along with finalizing 1996 accounting records to have begun work
with the form itself. Therefore, we had not noticed the new
format. Within the last two weeks, we were informed by Tricia
Merchant of the PSC Staff that the new consolidated format was
being required. 1In her discussions with Bob Nixon, the Utility's
outside accounting consultant, Ms. Merchant informed Mr. Nixon that
it was understandable that preparation of the annual report for
1996 would require additional time and that the Staff would be
amenable to an additional extension of time above and beyond the 30
days which 4is automatically granted. Based upon these
conversations with Ms. Merchant, the Utility had intended to
request an extension of time to file its annual report up through
May 31, 1997.

Fourth, as noted above, the new consolidated annual report
will require a separation of operating information for each system
for the first time. Until that is done, the Staff’'s analysis of
the rate base and operating expenses of the Utility on a system by
system basis cannot be performed. While the Utility has had one of
its four systems involved in a rate case which required separation
of that system, the other three will require separation back to the
last full rate proceeding based upon a 1976 test year. As you can
appreciate much of the supporting documente relating back to that
period of time, and necessary for separation of the individual
system accounts, are in off-site storage and must be located,
analyzed, and broken out by system. Separating the one system
took a substantial amount of time on the part of the Utility's
outside accountants and we envision that the same will be true as
to the other three. Therefore, the May 3lst projected date for
completion of the annual report is an optimistic one under these
circumstances.

Fifth, Alcha Utilities, Inc. has been, throughout the 1998
test year, involved in the first reuse project plan processed by
the Commission under the new Section 367.0817, Florida Statutes.
In addition, the Utility has been negotiating on a going-forward
basis with the DEP concerning later phases of this project and has
been negotiating with DOT concerning a major line relocation at
State Road 54, which is the subject of a limited proceeding which
will be filed within the next few days. As such, the 1996 test

has involved substantial expenditure on major capital projects
by the Utility for which the company has yet to see one penny of
additional revenue available to it. While the reuse plan interim
rates have been in effect for approximately one year now, they have
been entirely tied up in escrow and because of the cash shortfall
to the Utility, it has had to fund all payments for improvements

and changes in mode of operating from existing operations. Funds
ROGE, BUNDSTROM & BENTLEY, LLP
2348 BLAMEIOE Poal D DRy, TALLAMASSNE PO 00
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normally available for general maintenance, upgrades and purchase

of new facilities and materials have been almost non-existent. For

all of these reasons, the Staff could not have picked a less

;:prnlantativu year for audit of Aloha Utilities, Inc. in its
story.

In conclusion, while it is unclear what the purpose of the
Commission Staff’‘s undocketed audit is, we believe at the very
least it should be delayed several months until the annual report
for 1996 is filed. This will at least give the Utility the
opportunity to finalize its books from 1996 and to separate out the
operations of the several systems which we assume the Staff will
want to review separately. As noted, we do not believe that the
year 1996 is at all representative or an appropriate one for review
of the company's ocperations in total. However, in conformance with
Commission rules, the books and records of the Utility are
available for review. Given the above circumstances, if that is to
occur at all for 1996, it should at least be delayed until summer.

I appreciate your consideration of these facts and
circumstances and I loock forward to hearing from you concerning our
request that this matter be placed in abeyance at least pending
finalization of the closing of the Utility’s books and the filing
of the annual report for 1996.

5 Should you have any questions in this regard, please let ne
oW .

Sincerely,

EY, LLP

all Deterding //

Firm

FMD/1ts
€c: Mary Andrews Bane, Deputy Ex. Director
Lila Jaber, Esquire
Mr. Charles H. Hill
Mr. Bill Lowe
Mr. Marshall Willis
Tricia Merchant, CPA
Jim McPherson, Tampa District Audit Supervisor
Mr. Steve Watford
Robert C. Nixon, CPA

ROSE, SUNDSTROM & BENTLEY, LLP
PRl BLARETCSE Pl DE. TALLAMASETE FLOFEMA 32501
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Mareh 5, 1997

Aloha Ucilitles, Inc.
Stephan C. Vatford
2514 Alcha Placs
Holiday, FL 34691-3499

Dear Mr. Wacford:
Undockeced - Aloha Uciliclaa, Ine.

-

The Florida Public Service Commission will compile and sudlt the rata base,
capital structure, and net operating income for the test year ended Dacesmbar
31, 1996 in sccordance with Commission sudit procedurss. Jim MePherson, the
discrier office supervisor, (813) 542-6638, will coordinats this sudic,

Rule 25.30.110(b), F.A.C., states that, *Unless otherwise authorized by tha
Comaission, each utilicy shall maintaln its records ac the office or offices
of cthe utility wichin this state and shall keep those records open for
inspection during business hours by Commisslon scaff*,

Rule 25-22.006, F.A.C., promulgates the precsdurs to exempt confidencial and
propristary business information from Public Records Law 119.07(1), Florida
Stacutes. Excerpts from this rules ars attachad te this lecter however, che
ruls should be read In ics sntirecy when an exssption is claimed. Wrice or
call the Florida Public Service Commission’s Office of the Ganeral Counsel for
addicional Information, {904) &13-6248.

CAPITAL CIRCLL OFFICE CENTER ® 2540 SHUMARD OAK BLYD ® TALLAHASSEE, FL 12399-08%0
AS Affirmages ActionTaesl Opporussy Rapleyur I E-wad: CONTACT@FICSTATEFL.US
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Aloha Ucilicies, Ine,
Harch 5, 1997
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A formal report will bas issued for internal efficial use only by the
Cosmission on or about May 30, 1997. A copy of the final reporc will be
malled to the company lialson officer llsted in rhe Commission Malling
Directory. Comments should be malled to the Burssu Chief of Auditing within
ten days afcer recaipt.

Questions regarding the sudit or staff conduct should ba directed to Jim
McPhersen or myself at (904) 413-6487.

Sincerely,

Cﬁ.-:mnl J\U D-n&% . ;

Denise H. Vandiver

DRV/8p

Enclosure: (1) Excerpts from Rule 25-22.006, F.A.C. and
366.093, F.5.

cc: Mary Andrews Bans, Deputy Executive Director/Tech. (w/o enclosure)
Flald Audie Superviser
Lagal Services (w/o enclosurs)
Public Counwal

3
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Actachsent 1
EXCERPTS FROM RULE 25-22.00&, F.A.C. AND 166.09), F.S.

These sxcerpts do met provide cosplets information necessary for a utility te
safeguard confidentlal material from public disclosure. Ses the complete Cext
of Ruls 25-22.006, F.A.C.

1f the utility ... balleves information requested by staff is confidential,
the utilicy may require that the sctaff request be in wricting. Prlor to scaff
obtaining any material (Ses definition) a utility ... may recalve teaporary
sxception from Secction 119.07 (1), F.5,, by filing a notice of Intent to
request confidential classification. The notics of Intent ... shall be filed
with the Divislen of Records and Reporting and shall have appendad to it a
copy Ff any wricten requast for the material te which ic relates. To maintain
continued confidential handling ... the ucilicy ... susc, within 21 days afcer
staff has obtained the material, (or ... after the fisld audic exic
confarance), file a request for confidential classification with the Division
of Records and Reporting. Rule 25-22.006 (1) (a), F.A.C,

The burden of proof shall be on the utilicy .... A requast ... that fails ko
identify the material for vhich confldential classificatlon is sought in
sufficlent detail to parmit a reasoned analysis or which falls co provids tha
required juscification for classificacion may be denied .... Rule 25-22.006
(4) (=), F.A.C.

Propriscary confidential business information Lncludes, but is not limited to:
{(a) Trade socrets, (b) Internal suditing controls and reports of Internal
auditors, (c) Security measures, systeas or procedures, (d) Informacion
concerning bids or other contractual dats, tha disclosure of which would
impalr the afforts of the public ucllity or its affillates to sontract for
goods and sarvices on favorable terms, (o) Information relating to compstitive
interests, the disclosure of which would lapalr tha compestitive businass of
the providar of the inforaacion, (f) Employee personnel information unrelated

to compensation, ducles, gualifications, or responsibilicles. 1366.09) (1),
F.5.

Requescs for confidential classificaclon ... shall be ruled upon expeditiously
by the prehsaring officer .... Rule 25-22.006 (3) (e), F.A.C.

Definicion: *Obtaining Material® means recelving saterial pursusnt to filing
or ctaking physical eontrel of material by resoving the original macerial or =
copy of it from the utility er other person’s premises. Obtalning material
also means the sxtraction of data from materlal for inclusion Lin working
papers or memoranda, Rule 25-22.006 (1) (e}, F.A.C,
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