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Please forvard a ca.plete copy o! thl1 audit raporl to : 
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L EXECUTIVE SUMMARY 

Audit hrpose: We have applied the procedure~ described in Sec:tion II of this report and 

have prepared the appended Wlter, non-potable water. and wastewater rate base exhibits for 

Aquari111 Developments, Inc., Docket No. 970093-WU, as of December 3 I, 1996. 

Distlalm Public Uae: This is an internal accounting report prq>ared after performing a 

limited ICOpe audit; ac:cordinsJy, this document must not be rtlied upon for any purp-ue 

except to assist the Commission staff in the performance of their duties Substantial 

additional work would have to be performed to satisfy genera.lly acccpte:d auditing standards 

and produce audited fi.nancial Jtatemcnts for public use. 

Opinion: Subject to the procedures described in Section II of this rtport, the attached 

three rate base exhibiu represent the utility's books and records as of December 31, 1996, 

which have not been maintained in substantial compliance with Commission directives 

Summary Fiadlnp: 

Utility included non-utility additions to the wastewater rate base in the amount ofS2,83S. 

Utility doublc-dwged construction retai111ge to the wastewater rate base in the amount of 
$4,239. 

Utility mlsclusifled various utility plant additions This resulled in an increase in the water 

rate base by S 1,076 It also dcertases the non-pot.able water and wastewater rate bases by 

S2,S07 and $12,767, respectively. 

Utility additions dld not include contributed property in the amounts ofS 18,84S and $7,821 

for the non-potable water and wastewater utilities. respectively 

D. AUDITSCOP£ 

This report is based on the audit work described below When used in this section of the 

report, REVIEWED describes completed audit work as 

REVIEWED: Means that the audit staiT reconciled exhibit amounts 

with the general ledger; traced general occount balances to subsidiary 
ledgers; applied selective analytical review procedures, and disclosed 
any unresolved error, irregularity or inconsistency observed 

RATE BASE: Read prior audit rtport and auociated work papers Computed materiality 
levels for plant review purposes 

Obtained company general ledgers from January I, 199S through December 31. 1996 

1 
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PLANT 

Scheduled plant activity from general ledger for 1995 and 1996 Obtained and read vendor 

invoice files for plant additions. 

Computed acaunulated depreciation or utility plant-in-service based on dep·cciation rates 

used in the last rate case. 

CONTRIBUTIONS 

Scheduled contn"butions from 1he general ledger for lhe two-year period which ended 

December 31, 1996. RGviewed CIAC documentation ScMJled 1995 and 1996 monthly 

journal entries looking for contributions not included on this listing. 

Sc:beduled l"lMDJe dircaly &om gcncraJ ledger looldng for out-of-trend amounts which may 

indicate ClAC booked u revenue Computed amortiza1ion ofCIAC amounts 

OTIIER: Toured the Aquarina plant Obtained an understanding of the non-potable Wiler 

diSUl"bulion system Read the 199S and 1996 financial atalemeniJ which were respect ively 

reviewed and compiled by ou1sidc audit flnns for management Did nol review billing 

records. 



. . 

• 
AUDIT £XCEmON NUMBER ONE 

SUBJECT: VTilJTY BOOKS AND RECORDS 

• 
FACTS: The company provided the audit staff with two general ledgers. One ledger was for a 

division of Aquarina Developmenu, lnc., and the other was for Service M~gement System, Inc , 

as a 5tand alone company. 1be plant balances were not continuous. and the Aquarina CPA flr::~ 

reconciled the two genenlledgen. When vendor invoices showed more plant additions than the 

company included on its books, the utility provided a third general ledger This one v.as from the 

asset sec~ion of the development company general ledger. 

Three sets ofYelldor filel were used to document the plant additions found in these genenl ledgers 

The utility booked all I\'UI,8C rate ba3e componentS from Order No PSC-95-1417-FOF-WS. These 

adjustments included plant held for fUture use which is addressed separately in Disclosure No. I 

OPINION: The plant and CIAC additioN found on the various general ledgers were scheduled and 

verified, but the begiMing balances were not relied upon 

RECOMMENDATION: The Commission should direct the utility to mainte:n its books in 

compliance with the NARUC Uniform System of Accounts 

' 
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AUDIT EXCEPTION NO. 1WO 

SUBJECT: NON·UTILIT'V ADDmONS 

FACI'S: While the utility was a dimion of Aqtwina Developers, Inc., it maintained iu own general 

ledger. Water, non-potable water, and sewer plant assciS occuionally were not properly posted on 

the developers books. Sec Exception No. I concemlng utility book a and records 

During this transfer audit, the developer's general ledger was presented as one source of plant 

additioN . Two sewer plant additions were detennined not to be utility-related 

Guettler and Sons, Inc. 

Briel&. Associates 

SI,SOO 00 

Sl,J3S.OO 

General Testing 

Road survC')'lng 

OPINION: 1nese items 1hould be dlaaUowed as utility plant additions The total or these items or 

S2,83S (SI ,SOO + SI,33S) should be deducted from the company additions to plant 

R£COMMENDA 'nON: Reduce the aewer plant additions by SUJS 
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AUDIT EXCEmON NO. THREE 

SUBJECT: DOUBI..E-CIIARGING OF C ONSTRUCTION RETAINAGE 

FACTS: The utility charged Guettler and Sons construction payments as the work was being 

completed. TilCSO correct clwgea were offiCI by credits to cash for the check and to retainage 

payable. 

Wben the retainlse dledc was finllly peid. this was pettially clwged to the utility plant in the amount 

of$4 ,23 8.76. 

OPINION: This double c:barge of utility construction retainage ahould be disallowed from utility 

plant additions. 

RECOMMENDATION: Reduce the aewer plant additions for 1995 by $4,238 76 
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AUDIT EXCEPTION NO. FOUR 

SUBJECT: MISCLASSIFIED 1996 PLANT ADDffiONS 

FACfS: The Service~~ S}'Siems, Inc:. general ledger for 1996 contains charges to utility 

plant which did not meet the criteria for plant additions as classified 

OPINION: After readin& the documentation for the following plant additions, the following 

disposition is noted 

Davis Meters 

Briel and Associates 

US Filter 

Post Buclc:ley Engineers 

Guettler and Sons 

Briel and Associates 

s 2,289 

s 820 

s 202 

s 1,476 

$12,984 

S 1,07S 

Double·countcd NPW Plant 

Sewer cost charged to 1\";''.V should be rcclmified 

Meter COSIS charged to aewer 
Reclass to non-potable water 

Sewer charies • Reclus 
S I ,076 to water and 
S •oo to non-potable water. 

Storm sewer wortc non·utility 

Sewer survey charges omiued 

RECOMMENDATION: The water plant should be Increased by $1 ,076. The non·potable water 

plant should be dccreuod by S2,S07 (·$2,289 - $820 + $202 + $.400) The sewer plant should be 

deaascd by $12.,767 (-$12,984 + $820-$202-$1 ,476 + SJ,07S) a.s a result of these corrections 
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AUDIT EXCEP'IJON NO. FIVE 

SUBJECT: CONTRIBUTED PROPERTY 

• 
FACt'S: The financial statement reviewed by the Aquarina ClCiemal accounting flrm of Bray, Beck 

&. Koetter, CPAs, indicaled there were costs ofutiity wets contributed by developertln the amount 

of$26,666. 

Tho utility lllllllpiDellt rec:ommonded that audit staff contAct the account ing firm for deuil.s 

coocemina thia trlniiC'tion. 

The CPA firm Sl.lted that Caravel Development allowed a credit on a closing document for the non­

potable water and tho wastewater lines wbidt were installed by Aquarina. ThiJ credit wu in the 

amounu of'SI8,84S and $7,821.38, respec:tio.ody, for the non-potable water and wastewater utilities 

OPINION: CIAC in the amounta of SI8,84S and S7,8ll dlould be added to the utility CIAC 

accounu for non-potable water and wastewater, reJpcctively. 

7 
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AUDIT EXCEPTION NUMBER SIX 

SUBJECT: AMORTIZA 110N OF CIAC 

FACTS: The utility booked the averago ClAC balanca which appeared in the previous order. (See 

Exception No. 1.) 

OPINION: The amortization ofCIAC additions pet audit was computed usins the test year ended 

balanc:a pet PSC Order No. PSC-9S-1417-FOF-WS and all of the verified CJAC additiom Iince that 

last order. 

The amortization o(CIAC additions per compii1Y is the difference between its 12131/96 trial balance 

and the previous order. 

1li05e amorti:zlltion ofClAC adjustments for the water, non-potable water, and wastewater utilities 

as or 12131/96, are calculated below. 

WATER NON-POTABLE WASTEWATER 

Added pet company $1 1,713 $4,187 SI 9,S I7 

Added per audit 22,067 S 56S 38 842 

TOTAL ADJUSTMENT SJO,JS4 $1,378 SI9,32S 

RECOMMENDATION: Adjust the company additions to aocumulatod amoniution ofCIAC by 

SI0,3S4, $1,378, and SI9,32S for tho water, non-potable water, and W&Sitwater utilities, respe<:tive.ly 

• 
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AUDIT EXCEPTION NUMBER SEVEN 

SUBJECT: ACCUMULATED DEPRECIA TJON 

FACTS: The utility booked the average accumulated depreciation balAnCe$ which appeared in the 

previous order. (See Exception No. I.) 

OPINION: The accumulated depreciation balance1 pet audit were computed using the test year 

ended balances pet PSC Order No. PSC-95-1 417-FOF-WS and the two-year depreciation on t.he 

utility plant aulwxounu. 

The accumulated depreciation additions per company arc tbe difference between its 12/31/96 trial 

balance and the previ.ous year-end order. 

Those accumulated depreciation adjustments water, non-potable water, and wastewater utllitlel as 

of 12/31/96, are lilted below. 

WAJER NON-POTABLE WASTEWATER 

Added per company SS0,843 $44,563 $180,330 

Added per audit 50.930 52 224 179,216 

TOTAL ADJUSTMENTS (S 87) (S 7,661 ) s 1,114 

RECOMMENDATION: Adjult the company additions to accumulated depreciation by ($87), 

($7,661}, and $1,114 for tho water, non-potable water, and the wastewater utilities, respectively 

' 
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AUDIT DISCLOSURE NO. 1 

SlJBJECT: RATE BASE COMPONENTS FOR TRANSFER 

FACTS: The lhtcc rate bucs IIIOCiatcd with this audit (water, non·potable water, and wutewater) 

each contains line hems which are nonnally considered for ratc:maldng purposes only. The two items 

are plant held for future UJe, whieh reprexnu the engineer's used and useful adjustments, and the 

working capital allowance. 

OPlNION: These two items have been removed from the transfer rate bases shown on Exhibits I 

through 3. 

Used and weful adjustmems are not appropriate for this tranJfer u the plant uJOciated with this 

engineerina adjUJtment is being transferred 

Working Capital Allowances listed in the prior rate case order were based upon one-eighth operations 

and maintenance (O&:M) e:xpcose for the test year Although the components of working capital arc 

being transferred, a new worlcing capital allowance wu not calculate.J 

10 
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CIAC 

AI;IOI.....,, o1 CIAC 

• 
&hill lot~ oiT......., 

Aql .... 01\Jil ; ···~ Inc. 
OodtiC No. 87008)-W$ 

WIIWI'IIItiiMt 
"-iod End Ole I IN 31. 1 .. 

$510,721 

30.1110 

(157.112) 

0 

'-Ca •·~ Al.dl 
1D tMt/M A. I 1*118 

0 

0 

15.015 

('l,cm) 

11,713 

0 

157.612 

0 

0 

10,364 

(17) 

(5,083) 

($45,121) SIIIS.t52 

11 

0 . I 

E·7 

0 . I 

Exh1b1t I 

'-T,....,., 
Audit 

011121/M 

1417.971 

$30,1110 

so 

11&.075 

(US2.477) 

116.640 
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• • • Exhibll 11 

Ellfllblt lor Cettllc:MI ol T_.,., 
~ Dlw ' ; '**· InC. 

0oc1w1 No. ~ws 
HanoQ 1 1'1 WMit Rill .... 
Pllfod End Olceii!Del 31, 18M 

v-!ncl 
OIOet. ptC.M .......... o ... ~Tranllfer 

1417 .#OI'.WS .... eo....,.~ Aud1l Aud1l 

DIU lplh I .,.,.. to tlnt/M Act ..... ~- 012tJIIM ---
utllly PW'Illn a-Ice mt,20S m.- (12.507) E-4 sna.365 

LMid 31,120 0 0 31,820 

PWII Held for F Ulln UN (174.183) 0 174,8113 0 · I 0 

CWIP 0 lUI& 0 12,V15 

CIAC (tl.%71) (a$) (1 ..... 5) E-5 (16,105) 

~ ......... otaAC 11,218 4,117 1,)7ll E.e ·"·153 
Aocc.mAIIIIId OepoiCWulo (21'1,105) (44,&83) (7,1!&1) E-7 cm.ml 

~CIPI8' 171 0 (1171) 0 · I 0 -- • -·· --·-
T«**l 12».118 $43,523 St 48.417 $425.828 
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Pw1ocl End o.o. ... 31, 11188 
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e1~ 

Addldou• 
Pw Cool~ Aucll 
totJmlll •• . * 

S182,070 {S18,841) ·2. E·l & E-4 

('826,111) 

0 

(158,872) 

3,831 

0 

0 

1&,811 

(41 .412) 

1U17 

(180.330) 

0 

0 

828,111 

0 

(7.121) 

18)2$ 

1, 114 

(3,831) 

sets.m 

0 · I 

E·7 

0 · I 

Exhibit 111 

"-Tramfw 
A.udll 

eunt/M 

s 1,11311,117 

m .eao 

so 

SIS.811 

$147.003 

(S 1.035.188) 

so 
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llJUA L .ICltlNSQ'I. aw»>AH 
S\IS.VI F O..UX 
J lOA Y DEASON 
lOt GAltCIA 
DIANE K KIESUNO 

• State of Jllorida 

Jwte 12. 1997 

Mr. James Bates 
Aquarina Developments, Inc. 
(Service Management Systems, Inc.) 

235 Hammock Shore Drive 
Melbourne Beach. Florida 32951-3951 

• DIVISION or an.<*D' • 
IU;J'Oil m;o 

OUNCA S IIAYO 
~ 
C9CM, 41 ).6 tlO 

Re: Doe.k.et No. 970093-WU - Aquarina Developmenu, Inc. 
Certificate of Transfer Audit Report • Period Ended Dcccmber 31. 1996 
Audit Congpl/1 97·1029-3-1 

Dear Mr. Bates: 

The enclosed audit rqx111 is fOI'WIII'dcd for YO\D' review. Any compllly response filed with 
this office within ten (10) woric days of the above date will be forwarded for considcmtion by 
the sWT analyst in the preparation of a recommendation for this case. 

Thank you for your cooperation. 

BSBIDNV/cls 
Enclosure 
cc: Public Counsel 

Sincerely. 

b~- ~ 

CAPITAL CIRCLE OFFICl! CENTI!a •2S40 SHUMARD OAK BLVD • TALLAHASSEE, Ft. 32399..01SO 
All Air-A~~.,....,.. - ~ COHTAC'Ti"CSTATUl..US 
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