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Objectives and Procedures

General

Definitions

The term “Company™ refers to Utllmes, Inc., the parent of Sanlando Utilities Corporation and
Labrador Utilities, Inc.

Prior rate cases refer to prior Utilities, Inc. subsidiary rate cases.
Corporate refers to the Northbrook, Illinois headquarters.
Regional refers to the Altamonte Springs, Florida headquarters.

ERC refers to Equivalent Residential Connections as defined by Commission Rule 25-30.055,
Florida Administrative Code. (F.A.C.)

NARUC refers to the National Association of Regulatory Utility Commissioners.

USOA refers to the NARUC Uniform System of Accounts as adopted by Commission Rule 25-
30.115 - Uniform System of Accounts for Water and Wastewater Utilities, F.A.C.

Background

The Company’s allocated costs were last audited in Docket No. 130212-WS. This audit
addresses the costs allocated from the Company to the respective Utilities that are currently
under review before the Commission. Sanlando Utilities Corporation (SU) and Labrador
Utilities, Inc. (LU) use the test year ended December 31, 2013 in their applications for rate relief
in Docket Nos. 140060-WS and 140135-WS.

The Company allocates its costs to each of its utility subsidiaries based on ERCs. Each
subsidiary receives costs based on the ratio of its ERC per system to the total ERCs at the
corporate level for the Northbrook, Illinois costs. In prior rate cases, the Company allocated
costs using the same method for its Regional and Florida Altamonte Springs offices based on the
total ERCs for the Region and the State of Florida, respectively. As of February 12, 2014, the
Company implemented a new organizational structure and Florida no longer shares costs with
other states on the Regional level. For the purpose of the two rate cases under review, audit staff
used the ERCs that were in effect during March 2014 because this was the first full month after
the implementation of the new organizational structure.

Any adjustments recommended in this report are in addition to any adjustments recommended in
the Sanlando and Labrador Audit Reports, Audit Control Nos. (ACN) 14-199-4-1 and 14-268-4-
1.

Utility Books and Records

Objectives: The objective was to determine whether the Company maintains its accounts and
records in conformity with the NARUC USOA.




Procedures: Based on our review, the Company appears to be in substantial compliance with the
N{\RUC USOA. Audit staff noted while reviewing documentation supporting gains on sales of
utility property that the salvage received was booked to Account 414 - Gains (Losses) from
Disposition of Utility Property instead of the appropriate depreciation account as dictated by the
NARUC Accounting Instruction 27 (B) (2). Audit staff does not recommend an adjustment to
LU’s books because the amount is immaterial. No further work done.

Rate Base
Utility Plant in Service

Objectives: The objectives were to determine whether: 1) Plant additions that are allocated to
subsidiaries are authentic, recorded at original cost, and properly classified in compliance with
Commission rules and the NARUC USOA, 2) Proper retirements were made when a replacement
item was put into service, and 3) The allocation basis was reasonable for the assets allocated.

Procedures: We determined the corporate and regicnal plant balances as of December 31, 2012,
that were established in Docket No. 130212-WS. We reviewed and sampled the corporate and
regional additions for the period January 1, 2013, through December 31, 2013, and verified the
ledger to the Company’s allocation worksheets. We ensured that retirements were made when a
capital item was removed or replaced. We reconciled the differences between the Company’s
allocated balances in its allocation worksheets and the SU and LU allocation ledgers to the rate
base adjustments in the SU and LU filings. Findings 1, 2, 4, and 5 discuss plant in service.

Accumulated Depreciation and Amortization

Objectives: The objectives were to determine whether: 1) Commission ordered adjustments to
accumulated depreciation were included in the beginning balances, 2) Accruals to accumulated
depreciation accounts that are allocated to subsidiaries are properly recorded in compliance with
Commission rules and the NARUC USOA, 3) Depreciation Expense accruals for accounts that
are allocated are calculated using previously authorized rates, and 4) Retirements are properly
recorded.

Procedures: We determined the corporate and regional accumulated depreciation balances as of
December 31, 2012, that were established in Docket No. 130212-WS. We recalculated the
corporate and regional accruals to accumulated depreciation for the pericd January 1, 2013,
through December 31, 2013, using rates from prior audits and the verified Company’s allocation
worksheets. We ensured that retirements to accumulated depreciation were made when a capital
item was removed or replaced. We reconciled the differences between the Company’s allocation
worksheets and the SU and LU allocation ledgers to the rate base adjustments in the SU and LU
filings. Findings 1 through 5 discuss accumulated depreciation.

Working Capital

Objectives: The objectives were to determine whether the adjustments made in the SU and LU
filings for working capital were based on the correct ledger balances of the affiliate companies
and that correct allocation factors were used.



Procedures: Working capital accounts allocated were reconciled to the Company’s general
ledger and traced to the appropriate ERC allocation for SU. No exceptions were noted. LU uses
the 1/8 of operation and maintenance (O&M) expense method. The O&M balance may change

gcgrsLU based on adjustments in the Labrador Audit Report, Docket No. 140135-WS, ACN 14-
-4-1,

Net Operating Income

Operation and Maintenance Expense

Objectives: The objectives were to determine whether O&M expense allocated to subsidiaries
are properly recorded in compliance with NARUC USOA and Commission rules, and that they
are representative of its subsidiary’s ongoing utility operations.

Procedures: We verified O&M expense accounts allocated for the 12-months ended December
31, 2013, by tracing a sample of invoices selected to the original source documentation. We
reviewed invoices for proper amount, period, classification, NARUC account, and recurring
nature. We reconciled the ledger to the Company’s allocation worksheets. We reconciled the
differences between the Company’s allocation worksheets and the SU and LU allocation ledgers
to the net operating income (NOI) adjustments in the SU and LU filings.

Salaries, benefits, and transportation expenses from the corporate office, regional office, call
center locations, and Florida offices by employee were recalculated and reconciled to payroll
department data. The allocation factors were reviewed for applicability to the type of job. We
tested the benefit and tax calculations. We reconciled the differences between the audited
allocated balances and the SU and LU allocation ledgers to the NOI adjustments in the SU and
LU filings. Findings 1, 6, 7, and 8 discuss O&M expenses.

Depreciation and Amortization

Objectives: The objectives were to determine whether the depreciation expense allocated is
properly recorded in compliance with Commission rules and that they accurately represent the
depreciation of the Company’s asset used to manage ongoing utility operations.

Procedures: We determined that the Company’s calculation of depreciation expense was
consistent with the balances in the ledger and the rates used in prior audits. We reconciled the
differences between the Company’s allocation worksheets and the SU and LU allocation ledgers
to the NOI adjustments in the SU and LU filings. Findings 1 through 4 discuss depreciation
expense.

Taxes Other than Income

Objectives: The objectives were to determine whether the Company’s allocation of taxes
represented the actual taxes recorded in the ledger and that they were allocated using the
appropriate ERC factors.

Procedures: We determined the real estate taxes for the Company and the ERC factors used.
We re-calculated payroll taxes based on allocated payroll and compared it to the amounts
included in the SU and LU allocation ledgers. We reconciled the ledger to the Company’s



allocation worksheets. We reconciled the differences between the Company’s allocation
worksheets and the SU and LU allocation ledgers to the NOI adjustments in the SU and LU
filings. Finding 8 discusses payroll taxes.

Capital Structure

Objectives: The objectives were to determine whether the equity and debt components of the
Company’s capital structure and the respective cost rates used to arrive at the overall weighted
cost of capital are based on the weighted percent of the Company’s financial statements audited
by Emst and Young LLP and the Commission’s authorized rate of return.

Procedures: We verified the Company’s long-term debt, short-term debt, and common equity to
the 2013 audited financial statements and the general ledger. We traced the long-term debt to the
prior audit. We traced short term debt to its supporting documentation. The equity rate filed was
compared to Order No. PSC-14-0272-PAA-WS. Audit staff calculated a variance from the 13-
month average for common equity in the SU filing. We also calculated a variance in the simple
average for common equity noted in the LU filing. However, the audit calculated variances did
not have an effect on the weighted cost of capital reflected in the respective minimum filing
requirements (MFRs). No further work performed.



Net Operating Income
Operation and Maintenance Expense

Objectives: The objectives were to determine whether O&M expense allocated to subsidiaries
are properly recorded in compliance with NARUC USOA and Commission rules, and that they
are representative of its subsidiary’s ongoing utility operations.

Procedures: We verified O&M expense accounts allocated for the 12-months ended December
31, 2013, by tracing a sample of invoices selected to the original source documentation. We
reviewed invoices for proper amount, period, classification, NARUC account, and recurring
nature. We reconciled the ledger to the Company’s allocation worksheets. We reconciled the
differences between the Company’s allocation worksheets and the SU and LU allocation ledgers
to the net operating income (NOI) adjustments in the SU and LU filings.

Salaries, benefits, and transportation expenses from the corporate office, regional office, call
center locations, and Florida offices by employee were recalculated and reconciled to payroll
department data. The allocation factors were reviewed for applicability to the type of job. We
tested the benefit and tax calculations. We reconciled the differences between the audited
allocated balances-and the SU and LU allocation ledgers to the NOI adjustments in the SU and
LU filings. Findings 1, 6, 7, and 8 discuss O&M expenses.

Depreciation and Amortization

Objectives: The objectives were to determine whether the depreciation expense allocated is
properly recorded in compliance with Commission rules and that they accurately represent the
depreciation of the Company’s asset used to manage ongoing utility operations.

Procedures: We determined that the Company’s calculation of depreciation expense was
consistent with the balances in the ledger and the rates used in prior audits. We reconciled the
differences between the Company’s allocation worksheets and the SU and LU allocation ledgers
to the NOI adjustments in the SU and LU filings. Findings 1 through 4 discuss depreciation
expense.

Taxes Other than Income

Objectives: The objectives were to determine whether the Company’s allocation of taxes
represented the actual taxes recorded in the ledger and that they were allocated using the
appropriate ERC factors.

Procedures: We determined the real estate taxes for the Company and the ERC factors used.
We re-calculated payroll taxes based on allocated payroll and compared it to the amounts
included in the SU and LU allocation ledgers. We reconciled the ledger to the Company’s
allocation worksheets. We reconciled the differences between the Company’s allocation
worksheets and the SU and LU allocation ledgers to the NOI adjustments in the SU and LU
filings. Finding 8 discusses payroll taxes.



Capital Structure

Objectives: The objectives were to determine whether the equity and debt components of the
Company’s capital structure and the respective cost rates used to arrive at the overall weighted
cost of capital are based on the weighted percent of the Company’s financial statements audited
by Emnst and Young LLP and the Commission’s authorized rate of return.

Procedures: We verified the Company’s long-term debt, short-term debt, and common equity to
the 2013 audited financial statements and the general ledger. We traced the long-term debt to the
prior audit. We traced short term debt to its supporting documentation. The equity rate filed was
compared to Order No. PSC-14-0272-PAA-WS. Audit staff calculated a variance from the 13-
month average for common equity in the SU filing. We also calculated a variance in the simple
average for common equity noted in the LU filing. However, the audit calculated variances did
not have an effect on the weighted cost of capital reflected in the respective minimum filing
requirements (MFRs). No further work performed.



Audit Findings

Finding 1: Transportation

Audit Analysis: In prior rate cases, each Florida Utility has taken the 13-month or simple
average of the cost of the vehicles and its accumulated depreciation, the depreciation expense,
and the associated transportation costs, and allocated each vehicle based on the payroll allocation
used for the employee assigned to the vehicle. Each Florida Utility uses the ratio of its ERC per
system to the total ERCs for the State of Florida for pool vehicles and special equipment. In the
Company provided schedules applicable to SU and LU, audit staff noted the following errors.

1. Due to the Company’s reorganization, not all the employees whose time is now allocated to
SU and LU were included in the vehicle schedules.

2. Vehicle costs, accumulated depreciation, and depreciation expense were not annualized for
employees who were assigned new vehicles in 2013,

3. The ERC factors in the schedule did not agree with the ERC factors used to calculate the
employees’ salaries.

4. The Company’s vehicle schedules did not support the adjustments made in its filing.
Tables 1-1 and 1-2 following this Finding detail the corrections.

Effect on the General Ledger: For affiliate adjustments, the Utility adjusts the filings but not
the Company’s ledger.

Effect on the Filing: The effect on SU’s filing in this Docket and the Sanlando Audit Report,
ACN 14-199-4-1, is a decrease of $224,456 to the 13-month average water plant balance and a
decrease of $177,147 to the 13-month average wastewater plant balance. The decrease to the 13-
month average water accumulated depreciation balance is $242,299. The decrease to the 13-
month average wastewater accumulated depreciation balance is $191,230. The decrease to water
depreciation expense is $10,921. The decrease to wastewater depreciation expense is $8,620.
The decrease to water transportation expense is $4,272. The decrease to wastewater
transportation expense is $3,371.

The effect on LU’s filing in Docket No. 140135-WS and the Labrador Audit Report, ACN 14-
268-4-1, is a decrease of $13,693 to the simple average water plant balance and a decrease of
$13,601 to the simple average wastewater plant balance. The decrease to the simple average
water accumulated depreciation balance is $14,379. The decrease to the simple average
wastewater accumulated depreciation balance is $14,282. The increase to water depreciation
expense is $488. The increase to wastewater depreciation expense is $484. The decrease to
water transportation expense is $1,234. The decrease to wastewater transportation expense is
$1,226.



Table 1-1

Audit Adjusted Utility Schedules
SANLANDO UTILITIES CORP. Per Filing Add. Vebicle  Staff Vehicle Total Variance Water Wastewater
V - 13-Month Average L
UC 341 7 unt 1§ $ 972535 $ 141,892 $ 4290401 ¢ 570,932 | § (401,603)1$ (224,456)]$  (177,147)
Vehicle Accumulated Depreciation - 13- th Average
UC 108.1 (JDE account 2300 b 3 (769,461)1 $ (107,567)1 $ (228.365){5 (335932)18 43352918 242299] % 191,230
Vehicle Depreciation Expense
INARUC 403 (JDF, account 6905) s 8758818 9833]s 582148 68,047 | $ (l9.54|)i$ (10,921)1 § (8,620);
[Transportation Expense
ARUC 650/750 (JDE ac 6215-6230 $ 1244941 8 10231]8 106620 | $ 116851 ] ¢ (7,643)] $ 4,272)] § (3,371)]
Table 1-2
Audit Adjusted Utility Schedules
LABRADOR UTILITIES, INC. PerFiling | Add. Vehicle  Staff Vehicle Total Variance Water Wastewater
s 60,650 | $ 105118 3230519 333561 ¢ (27,294)F$ (l3,693)JS (13,6011
Vehicle Ace 2 iation - e Average
rNARUC 108.1 (JDE account 2360) k3 (51,614)1 $ (1,051)] $ (21,902)’5 (22.953)F$ 28,6611 % 14379 $ 14,282
Vehicle De ation E se
C 403 (JDE account 69 $ 265218 -18 362418 36248 MIs 4381 S 484
Transportation Expenss
| ARUC 650/7. E nt 621 S 10,946 | $ 24318 824319 8486 1% (2,460)] $ (12341 § (l,226j




Finding 2: Project Phoenix

Audit Analysis: Project Phoenix is the Company’s financial, customer care, and billing system,
which became operational in December 2008. In Order No. PSC-10-0407-PAA-SU, the
Commission established that the total cost for Project Phoenix at December 31, 2008, was
$21,617,487. The Commission reduced this balance to $19,893,321, before allocating costs to
the remaining UI subsidiaries. The Company provided audit staff a restatement schedule for all
computer balances on its books taking into account past ordered adjustments. These schedules
do not reflect the Commission ordered adjustments for Project Phoenix. The Company’s
restatement schedule shows the Project Phoenix balance at December 31, 2008, to be
$21,525,403. The difference between the Company’s balance and the ordered amount is
$1,632,082.

Table 2-1 shows the calculation of the adjustment to plant, accumulated depreciation, and
depreciation expense needed to comply with the Order. In the Order, Project Phoenix’s
depreciation rate was changed from eight to ten years. However, the Company continues to
depreciate the project over eight years. In Finding 3, we adjusted the accumulated depreciation
and depreciation expense on Project Phoenix from eight to ten years to comply with the Order
using the Company’s booked amount. However, Table 2-1 removes depreciation for the
reduction in plant of $1,632,082 using the ten year depreciation rate to avoid duplicating the
adjustment.

The amount of allocated costs received by SU and LU is based on the ratio of its ERC per system
to the total ERCs at the corporate level. The corporate office allocated 7.90% of its costs to SU
and .56% to LU. Table 2-2 shows the adjustments to the SU and LU allocated rate base and
expense accounts.

In December 2013, the Company’s upgrade to the financial, customer care, and billing system
was recorded in the amount of $627,795. Audit staff reviewed the supporting documentation for
the upgrade and no exceptions were noted. As of December 31, 2013, no accumulated
depreciation or depreciation expense related to the upgrade had been recorded in the Company’s
ledger.

Effect on the General Ledger: These adjustments are allocations from the Illinois Headquarters
for ratemaking purposes. The Utility should determine the effect these adjustments have on its
general ledgers.

Effect on the Filing: The effect on SU’s filing in this Docket and the Sanlando Audit Report,
ACN 14-199-4-1, is a decrease of $72,061 to the 13-month average water plant balance and a
decrease of $56,873 to the 13-month average wastewater plant balance. The decrease to the 13-
month average water accumulated depreciation balance is $36,031. The decrease to the 13-
month average wastewater accumulated depreciation balance is $28,436. The decrease to water
depreciation expense is $7,206. The decrease to wastewater depreciation expense is $5,687.



The effect on LU’s filing in Docket No. 140135-WS and the Labrador Audit Report, ACN 14-
268-4-1, is a decrease of $4,585 to the simple average water plant balance and a decrease of
$4,554 to the simple average wastewater plant balance. The decrease to the simple average
water accumulated depreciation balance is $2,293. The decrease to the simple average
wastewater accumulated depreciation balance is $2,277. The decrease to water depreciation
expense is $459. The decrease to wastewater depreciation expense is $455.



Table 2-1

Project Phoenix Reconcillation

Description Amount
|Project Phoenix Total Cost Per Order $ 21,617,487
Imlered Adjustments Per Order $ _ (1,724,166)
: IDifference s 19,893,321
IProject Phoenix Total Cost Per Company $ (21,525,403)
Adjustment to Correct Builnnlng Balance s (1,632,082)
Adj to Correct Dep Exp for 10 Year Life S (163,208)
Adj to Correct Acc Dep at 66 Months $ (897,645)}
13-Month/Simple Average Caleulation
- Plant Acc. Dep.
Date Adjustment Adjustment
|December 31, 2012 $ (1,632,082)] $ 734,437
January 31, 2013 $  (1,632,082)] $ 748,038
|February 28, 2013 $  (1,632,082)] $ 761,638
[March 31, 2013 $  (1,632,082)| s 775,239
April 30,2013 $ (1,632,082)] $ 788,840
[May 31, 2013 $  (1,632,082)] § 802,440
June 30, 2013 $ (1,632,082)] § 816,041
July 31,2013 $  (1,632,082)] § 829,642
August 31, 2013 $  (1,632,082)f $ 843,242
September 30, 2013 $ (1,632,082){ $ 856,843
|October 31, 2013 $  (1,632,082)] $ 870,444
[November 30, 2013 s  (1,632082)| s 884,044
December 31, 2013 $ (1,632,082)] § 897,645
13-MONTH AVERAGE $ (1,632,082)| S8 816,041
SIMPLE AVERAGE $ (1,632,082)] § 816,041
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Allocation of Adjustment to Divisions

Table 2-2

Total Company SU . SU LU LU

Adjustment Water Wastewater Water Wastewater

illinois Allocation (A) 7.90% 7.90% 0.56% 0.56%
Water / Wastewater (B) 55.89% 44.11% 50.17% 49.83%
JPercent Allocated 2013 (A) x (B) 4.42% 3.48% 0.28% 0.28%
Average Plant $  (1,632,082)] S  (72,06)|S  (56,873)|$  (4,585)] 8  (4,554)
Average Accumulated Depreciation $ 816,041 | § 36,0318 28436 |$ 229318 2,277
iDeprecialion Expense $ (163,208)] $ (7,206)] $ (5,687) $ (459)1 § (455)

11




Finding 3: Project Phoenix Accumulated Depreciation and Depreciation
Expense

Audit Analysis: In Order No. PSC-10-0407-PAA-SU, the Company was directed to change the
depreciation life for Project Phoenix from eight years to ten years, which went into service
December 2008. The Company did not change the rate at which the software is being
depreciated in Company provided restatement schedules.

The amount of allocated cost received by SU and LU is based on the ratio of its ERC per system
to the total ERCs at the corporate level. SU and LU then allocate the cost from corporate
between its water and wastewater systems by each system’s ERC ratio.

Table 3-1 shows the calculation for accumulated depreciation and depreciation expense
adjustments to correct the accrual balance for the Company, SU and LU.

Effect on the General Ledger: These adjustments are allocations from the Illinois Headquarters
for ratemaking purposes. The Utility should determine the effect these adjustments have on its
general ledgers.

Effect on the Filing: The effect on SU’s filing in this Docket and the Sanlando Audit Report,
ACN 14-199-4-1, is a decrease of $118,802 to the 13-month average water accumulated
depreciation balance. The decrease to the 13-month average wastewater accumulated
depreciation balance is $93,762. The decrease to water depreciation expense is $23,760. The
decrease to wastewater depreciation expense is $18,752.

The effect on LU’s filing in Docket No. 140135-WS and the Labrador Audit Report, ACN 14-
268-4-1 is a decrease of $7,560 to the simple average water accumulated depreciation balance.
The decrease to the simple average wastewater accumulated depreciation balance is $7,508. The
decrease to water depreciation expense is $1,512. The decrease to wastewater depreciation
expense is $1,502.
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Computation of Depreciation

Table 3-1

2008 2009 2010 2011 2012 2013 Acc. 5ep.
Project Phoenix Cost | Depr Rate Dep. Exp. Dep. Exp. Dep. Exp. Dep. Exp. Dep. Exp. Dep. Exp. at 12/31/13
STAFF $ 21,525,402.85| 10.00% |$ 1076270 % 2,152,540 | $ 2,152,540 | $ 2,152,540 13 2,152,540 % 2,152,540|$ 11,838,972
|C_0MPANY $ 21,525,402.85] 1250% |$ 1345338 | % 2,690,675 |% 2,690,675 | $ 2,690,675{$ 2,690,675 | $ 2,690,675 |$ 14,798,714
|DIFFERENCE $ (269,068)| $  (538,135)| $ (538,135)] $ (538,135)| $ (538,135)] $§ (538,135)| $ (2,959,743)]
Computation of 13-Month/Simple Avg
Acc. Dep. Ad]. |
Date Debit
|December 31, 2012 $ 2,421,608
January 31, 2013 $ 2,466,452
February 28, 2013 $ 2,511,297
March 31, 2013 $ 2,556,142
April 30, 2013 $ 2,600,986
May 31, 2013 $ 2,645,831
June 30, 2013 $ 2,690,675
July 31, 2013 $ 2,735,520
August 31, 2013 $ 2,780,365
[September 30, 2013 $ 2,825,209
[October 31, 2013 $ 2,870,054
[November 30, 2013 $ 2914898
December 31, 2013 $ 2,959,743
13-Month Average $ 2,690,675
Simple Average $ 2,690,676
Allocation of Adjustment to Divisions
Total Company SU SU LU LU
Adjustment Water Wastewater Water Wastewater
Illinois Allocation (A) 7.90% 7.90% 0.56% 0.56%
Water / Wastewater (B) 55.89% 44.11% 50.17% 49.83%
IPercent Allocated 2013 (A) x (B) 4.42% 3.48% 0.28% 0.28%
Average Accumulated Depreciation | $ 2,690,675 1% 118,802 )% 93,762 | 7,560 | & 7,508
Depreciation Expense $ (538,135)| § (23,760)] $ (18,752)] $ (1,512)) ¢ (1,502)
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Finding 4: Allocated Plant, Accumulated Depreciation, and Depreciation
Expense '

Audit Analysis: The SU and LU adjustments for the rate base allocations from the corporate and
regional levels, MFR Schedules A-3, did not reflect the Commission Ordered Adjustments for
plant, accumulated depreciation, and depreciation expense. These adjustments from prior orders
had not been recorded on the Company’s books. Therefore, audit staff calculated the
adjustments by utilizing the restatement schedules provided in Docket 130212-WS for both SU
and LU.

The decrease in depreciation expense noted above was offset by the following errors.

1) We reversed the SU MFR adjustments for water depreciation expense of ($2,489) and
wastewater depreciation expense of ($1,963) because they were calculated incorrectly.

2) We reversed a prior period adjustment included in the depreciation expense balance of
(851,971) recorded on the regional books in February of 2013. The allocated amount reflected in
SU’s books is ($17,364), which is ($51,971) times the regional ERC factor of 33.41%. The
allocated amount reflected in LU’s books is ($1,237), which is ($51,971) times the regional ERC
factor of 2.38%.

Therefore, audit staff’s adjustments increase depreciation expense.
Tables 4-1, 4-2, 4-3, and 4-4 following this Finding detail these adjustments.

Effect on the General Ledger: These adjustments are allocations from the Illinois and Florida
Headquarters for ratemaking purposes. The Utility should determine the effect these adjustments
have on its general ledgers.

Effect on the Filing: The effect on SU’s filing in this Docket and the Sanlando Audit Report,
ACN 14-199-4-1, is a decrease of $83,600 to the 13-month average water plant balance and a
decrease of $65,982 to the 13-month average wastewater plant balance. The decrease to the 13-
month average water accumulated depreciation balance is $127,614. The decrease to the 13-
month average wastewater accumulated depreciation balance is $100,715. The increase to water
depreciation expense is $7,393. The increase to wastewater depreciation expense is $5,384.

The effect on LU’s filing in Docket No. 140135-WS and the Labrador Audit Report, ACN 14-
268-4-1, is a decrease of $6,297 to the simple average water plant balance and a decrease of
$6,258 to the simple average wastewater plant balance. The decrease to the simple average
water accumulated depreciation balance is $9,985. The decrease to the simple average
wastewater accumulated depreciation balance is $9,912. The increase to water depreciation
expense is $285. The increase to wastewater depreciation expense is $286.
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SANLANDO UTILITIES CORP. SUMMARY RATE BASE ADJUSTMENT

Table 4-1

13-Mo Avg | 13-Mo Avg Audit 13-Mo Avg 55.89% MFR Adj | Audit Adj 44.11% MFR Adj Audit Adj

Obj Acct] NARUC Account Description WSC Regional Balance UA Ledger Variance Water Water Water Wastewater | Wastewater | Wastewater
1025 | 3021 [Franchises $ - s 663 |s 663 | 669 |s ©)| s ols  ols m|'s o)s ol s (1)
1045 | 3035 |LAND&LANDRIGHTSGEN |s 7505 ]s - |s  7sesis 2,52 | s enls  aals  asls 6ls os a4)'s 5
n7s | 30as |orcEsTRUCT&IMPRY s 2211638 308221|s  s2938a|s  si24ss]s  gaea)ls amsis asmls  aels  asegls  g2e|s (128)
nso | 3405 |oFFICE FURN & EQPT s 1093ss|s mas7]s ssiz|s  man|s  oels  @inls cms  os)s @) s 396)| s @n
19 | 3435 |rooLsHOP&MISCEQPT |s  1658]s mo2a|s  mes2]s  1s216|s eow|s  @as eseols  os)s @62 s @o0) s (62)
1205 | 3455 JCOMMUNICATION EQPT s 28029]s - |s 2s809|s  28108]s aols  @als  6)s 2|s es)s s2)|s 17
1580 | 3405 [MFRAMECOMPUTERWTR |s 15362|s e69s|s 270|s  o0ss|s o21els cozmls @s)s coosals  Gosss)s amls  @os)
1585 | 340.5 |MINICOMPUTERS WTR s os00|s 14829]s 2am9|s  287316|s  @sanls esamls  @25))s casonls  @ooso)s 6snls 9,418
1590 | 3405 [comPSYscCOSTWIR s s22e9]s 1255|s  samals  1s0021]s @sasmls aseals w@sms aszmls  assels gaeals 2132
1595 | 3405 [MICROSYSCOSTWIR s 3663|s eom|s a7m6|s  soeo|s ssnls @esnls amls wxnels  csns oos a9
TOTAL PLANT s s96064|s 627869 |s 1223933|s 13876325 (esemls oremls gemls @seonls 2208))s  626))s (65982)

1840 | 1081 |aCC DEPR-FRANCHISES $ - s )]s 9] s ©0)]'s 1]s ils - s 1]s ofs - s 0
1970 | 1081 |ACCDEPROFFICESTRUCT |s (129207m|s (104442)|s iecols isesss (s9s0s @3en|s 61s]ls @omls  @eon)s ass|s  (7.086)
1975 | 1081 |ACCDEPR-OFFICEFURNEQ |S (100345)|s (s4619)s (54965]s  (1s0400s  w@senls @sols  407ls osels  eon)s 213 @333
1985 | 1081 [AcCDEPR-TOOLSHOPMISCHS (1.639)]s (mam)s (282s  msn)s wsls sse|s  26|s 3]s a9 ]s 194 | s 25
2000 | 1081 |ACCDEPR-COMMUNEQPT |$  (8,032)]$ - ls  eols  caosls  13mfs  tes|s  als s 606 ]s 17]s 589
2320 | 1081 |acCDEPRMFCOMPWTR s (5s53))s  6922)|s @asnls  oossls sse9)s 3iesols 1ssls 3i4e2|s  249m9]s o |s 24830
2325 | 1081 |accDEPRMINICOMPWTR |s 295m|s (4ri900s @014nls  emnsosls  s3si|s 3004 ]s  soals 20237]s  23.70]s 63s|s 2307
2330 | 1081 |oOMPSYS AMORT WTR s @360)s 2559)s  @sa)ls  as29sals 136se0|s w6325 28a7|s mass|s  ensls  22a7]s  siem
235 | 1081 |McrosysaMORTWIR [s  Gesnls  womls  @nefs  osmfs  7964]s agsifs 1s|s  a326]s  asi3]s 9ls 3414
TOTAL ACCUMULATED DEPRECIATION| S (398209)| s 403,120 s (013218 (Lo3ooso)|s 237,729 [s 132867]s s2s3|s 1zera|s  104sa2ls  4pa7]s 10075
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LABRADOR UTILITIES, INC. SUMMARY RATE BASE ADJUSTMENT

Table 4-2

Simple Avg | Simple Avg Audit Simple Avg 50.17% | MFR Adj | Audit Adj 49.83% MFR Adj Audit Adj

Obj Acct | NARUC Account Description WSC Regional Belance | UA Ledger | Variance Water Water Water Wastewater | Wastewater | Wastewater
1025 | 3021 |FrRaNcHISES s - s als  ar]s a|s mls s - Is s s - s o]

145 | 3035 |LAND&LANDRIGHTSGENPLT |s si2|s - |s  s2]s  se0]s els  ©ls  ols o)ls - Is - s -
1175 | 3045 [OFFICE STRUCT & IMPRV s 1s701]s 205 |s 3152]s 33e]s  Genls esnls ammls  (ee)s @sis 134) s (147)
180 | 3405 [OFFICE FURN & EQPT s 1153s  soss|s nssls mpouls s  enls emls  amls o8) s (s68)| s 470
1190 | 3435 |TOOL SHOP & MISC EQPT $ ng|s s202|s s3ofs  siels  ools  wols enls  q9ls e9)ls @o0)'s 19)
1205 | 3465 |COMMUNICATION EQPT s 1987]s - s 9s7s  206ls  eals asls s ®)|s (|4js ©)s @)
1580 | 3405 |MAINFRAME COMPUTER WIR s 1124]s aals 1e8ls  es7s sosols eswfs - s eswls  esafs - s @san)
1585 | 3405 |MmNICOMPUTERS WIR s 6a|s 105s9]s 170805 2050]s caals anmnls - Is amnmls  azn]s - Is  q0m)
1590 | 3405 [comPsYscCoSTWIR s  s83|s gals emrls 10789ls woms @omls - s cools  @o9)ls - Is o9
1595 | 3405 |MICROSYSCOSTWIR s 2507]|s aals 30|s 367)s (oefs conls - s  coyls Go2)l's - |s Go2)|
TOTAL PLANT s 265 am6|s stoo2(s 10100(s soss momls s 6amls 6ol @8)ls (6259

1840 | 1081 |acc DEPR-FRANCHISES s - s ©)s ©)ls @s -Is -Is -Js - [s - s - s -
1970 | 1081 |acc DEPR-OFFICE STRUCTURE s oasols  aanls gseon)s asssls  ols  wsols  sals  w@os)s @ss)| s (s3)| s 02)]
1975 | 108.1 |ACC DEPR-OFFICE FURN/EQPT s aus)fs  cesls armwsls ozsls  @imls  aools @ogls  300]s (108)] “o2)| s 294
1985 | 1081 |ACCDEPRTOOLSHOP&MISCEQPT|S  (6)s  06s)|s (saspls  20s)s  mals  sils  cols  7ls s7ls a9)] s 76
2000 | 1081 |ACCDEPR-COMMUNICATIONEQPT s (569)| s - s eeols @msls ws|s  sils  @s  ssls s3ls @ls 55
2320 | 1081 |ACCDEPR-MAINFRAMECOMPWTR |s (Lioofs  @3)s (so)s mels s203]s 2100ls - [s 2109]s  200]s - s 200
2325 | 108.1 |ACC DEPR-MINICOMP WTR s case)s  (04ss)|s semyls @ooosls ss2|s 22190s - [s 2219]s  2203]s - s 2203
2330 | 1081 |coMPsysamormzaTIONWTR s @aeon|s  @ea)ls o20s|s asons 1we6]s s3éls - [s s3s|s  sa]s - Is  s200
2335 | 1081 |MICROSYSAMORTZATIONWIR |s @5m|s  @4)s conls cenls  es|s 30a|s - |s  304]s 302s - s 302
TOTAL ACCUMULATED DEPRECIATION| §  28243){s  (28711)] s (56959)]s (75,8905 18936 |s 9500]|s ss)|s osss|[s  9436]s @e)ls 9o
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SANLANDO UTILITIES CORP. SUMMARY RATE BASE ADJUSTMENT

Table 4-3

12312013 | 12312013 Audit 12312013 5589% | MFRAdj] Audlit Adj “.11% MFRAd] | AudiAdj

Obj Acct | NARUC Account Description WSC Regioaal Balance | UA Ledger | Variance Water | Water | Water Wastewater | Wastewater | Wastewater

6450 | 403 |Dep- Franchiscs S - (s 40]$ 401($ B @[s @5 OIS 118 @[S @IS 0

6580 | 403 |Dep- Office Structure s 55378 7.39|S 132778 11452($ 18253 1,008 (522)[s 1,562 | $ 805 (S @28)s 1,233

6585 | 403 |Dep- Office Fum/Eqpt S 2153|S 471 |S 689318 7,059(S (165 92)|S (1,6%)]S 1,604 | S O FENEDE 1,265

6595 | 403 |Dep- Tool Shop & Misc Eqpt 3 6|S 3613|3  3620|8 498(s  (3M)[s s @m)s @) s 603)[’s on)s Qi3

6610 | 403 |Dep- Communication Equipment 1S 3,035 ]S - |8 3035|8 2547|S 488 (S 213|S  251]S 2[s 215(S 198 [S 17

6920 | 403 |Dep- Computer S 173378 549|S 17886 ]S 9,876 |$ 8010|S 4477|$ S 4477|S  3533($ ~ IS 353

TOTAL DEPRECIATION S 25,068]5 16682)S  44750]|S  35975]8  &7715]S 4004[S (2489)S  7393|S 387108 (L963)S 5854

Table 4-4
LABRADOR UTILITIES, INC. SUMMARY RATE BASE ADJUSTMENT

123172013 | 12/3172013 Aadit 123172013 50.17% | MFR Adj | AuditAdj ] 49.83% MFR Ad] Audit Adj
Obj Acet] NARUC Account Description WwSC Regional Balance UA Ledger Variance Water Water Water Wastewater | Wastewater | Wastewater
6450 | 403 |Dep - Franchises s - |s 319 3|8 3|8 0|s o0|s - |s 0|s 0]s B 0
6580 | 403 |Dep - Office Structure S 393 [ S 55108 %44 ($ 7268 2[18]S 10918 31|S 788 1083 31(S 77
6585 | 403 |Dep - Office Fum/Eqpt $ 153] 8 338 (S 290 [ $ 448 | $ B[S 21|s  144|s  (23)s 218 141 (S (120)
6595 | 403 |Dep-Tool Shop&MiscEqpt | S oS 257]$ 258 | S 31718 Hls _ Gols 51 G5 s B HE Gs)|
6610 | 403 |Dep- Communication Equi s 215 S - 1s 215($ 161]$ sals 21|s 19]s AB 27(8 18]S 9
6920 | 403 |Dep- Computer 3 1.229| S 9% 1,268 | $ 558 | S 710|S 356|8S - |$S  356|S 354 | S - s 354
TOTAL DEPRECIATION 3 19901 1,188[S 3,078§8  2213|S 96515 48a[S 199]s  285]S _ 481}s 195 1S 286
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Finding 5: Allocations of Common Plant

Audit Analysis: The allocations in SU’s filing for common plant between water and wastewater
were calculated using the year-end balances and not the 13-month average balances.

There were no adjustments for allocating common plant between water and wastewater in the LU
filing. However, audit staff calculated common plant allocations to the general ledger balances
in order to trace the plant and accumulated depreciation balances to the December 31, 2012
balances in LU’s MFR Schedules A-5, A-6, A-9, and A-10. In order to trace to the December
31, 2013 balances in the MFR Schedules noted above, we calculated adjustments using different
ERC factors to the plant and accumulated depreciation general ledger balances. These adjusted
year-end amounts were used to calculate the filing’s simple average balances.

In previous rate cases, the year-end balances for plant and accumulated depreciation were traced
directly from the general ledger for a simple average balance calculation. Then, the simple
average balances were adjusted for allocations of common plant. Using this methodology, audit
staff calculated the allocations for common plant and found variances with LU’s filing.

Tables 5-1 and 5-2 following this Finding detail the adjustments.

Effect on the General Ledger: For allocations of common plant, the Utility adjusts the filings
but not the Company’s ledger.

Effect on the Filing: The effect on SU’s filing in this Docket and the Sanlando Audit Report,
ACN 14-199-4-1, is a decrease of $44,118 to the 13-month average water rate base balance and
an increase of $44,118 to the 13-month average wastewater rate base balance.

The effect on LU’s filing in Docket No. 140135-WS and the Labrador Audit Report, ACN 14-
268-4-1, is a decrease of $5,665 to the simple average water rate base balance and an increase of
$4,644 to the simple average wastewater plant balance.
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Table 5-1

19

Sanlando Utilities Corp. Audit 13-Mo Adj MFR Adj Variance
NARUC Description w __WW w wWwW W ww
340/390 OFFICE FURN & EQPT $(1,079,763) $1,079,763 $(1,018,076) $£1,018,076 $ (61,687) $ 61,687
348/398 OTHER PLANT $ (9369 $ 9364 $ (9,863) $ 9863 $ ) $ 1
108.1 ACC DEPR-OFFICE FURN/EQPT | § 793,987 $ (793,987)& $ 776,417 $ (776,417} |$ 17,570 $ (17,570)}
$ (44,118) $ 44,118
Table 5-2
[Cabrador Utilities, Inc. Audit Balance MFR Balance Variance
NARUC Description W WW \id WwW W wWWwW
304/354 OFFICE STRUCT & IMPRV $ 19,223 $ 19,093 $ 28,801 $ 9515 $ (9,578) $ 9,578
3407390 OFFICE FURN & EQPT $90,635 $ 88,544 $ 93,918 $ 85,260 $ (3,283) $ 3234
343/393 TOOL SHOP & MISC EQPT $ 33,714 $ 3,176 $ 29,391 $ 10,436 $§ 4323 3 (7,260)J
344/394 LABORATORY EQUIPMENT $ 443 $ 552 $ 473 $ 523 $ (€11)] $ 29
345/395 POWER OPERATED EQUIP $ 0 $ 1,070 $ 8] $ 989 $ (81 $ 81
346/396 COMMUNICATION EQPT $ 2,091 $ 1,005 $ 2325 $ 770 $ (239) $ 235
108.1 ACC DEPR-OFFICE STRUCTURE $ (7,869) $ (7,816) $(11,870) $ (3,816) $ 4,001 $ (4,000)
108.1 ACC DEPR-OFFICE FURN/EQPT $(66,295) $(64,678) $(69,070) $(61,903) $ 2,775 $ (2,775)'
108.1 ACC DEPR-TOOL SHOP & MISC EQPT $(26,836) $ (2,299) $(23,351) $ (7,699) $ (3,485) $ 5,400
108.1 ACCDEPR-LABORATORY EQUIPMENT |$ (233) $ (118) $ (201 $ (150) $ (32) $ 32
108.1 ACC DEPR-POWER OPERATED EQUIP $ - $ (105) § s $ (88) $ 18 $ an
108.1 ACC DEPR-COMMUNICATION EQPT $ (1,352) $ (336) $ (1,293) $ (3995 3 (59) 3 59|
S (5665 S 4,644



Finding 6: Expense Allocations between Water and Wastewater

Audit Analysis: In the SU and LU rate cases under review, the Company changed the
methodology in which it allocated expenses between water and wastewater. In prior rate cases,
the Company used test year-end ERC factors to allocate O&M, depreciation, and TOTI expenses
between water and wastewater, except for specific accounts that applied directly to water or
wastewater. In the two current filings, the expenses were allocated based on business units.
Each business unit represents a specific system, either water or wastewater.

Audit staff calculated the O&M water and wastewater expense balances, excluding salaries and
benefits (see Finding 8) based on management practice in prior rate cases.

The effect on SU’s filing in this Docket and the Sanlando Audit Report, ACN 14-199-4-1 is
water expenses should be increased by $45,660 and wastewater expenses should be decreased by
$42,875.

The effect on LU’s filing in Docket No. 140135-WS and the Labrador Audit Report, ACN 14-
268-4-1 is water expenses should be increased by $14,160 and wastewater expenses should be
decreased by $14,052.

The detail for these adjustments can be found in the audit work papers.
Findings 1 through 4 discuss depreciation expense. Finding 8 discusses TOTI.
Effect on the General Ledger: No effect on the general ledger.

Effect on the Filing: The analyst should be aware that the methodology changed from past
dockets and determine the appropriate allocation amounts.
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Finding 7: Allocated Operations and Maintenance Expense

Audit Analysis: In reconciling the SU MFR adjustments for the O&M expense allocations from
the corporate and regional offices, audit staff noted the following.

1) The Company used the ERC factors from December 2013 in calculating the adjustments in
the filing. Audit staff used the ERC factors from March 2014, which is representative of the new
organizational structure.

2) The Company provided worksheets that supported the SU MFR Schedule B-3 allocation
adjustments included the 2012 year-end balances with the 2013 year-end balances for expenses
prior to calculating the SU allocated amount.

3) We removed disallowed expenses such as Account No. 5795 — Contributions, Account No.
5815 — Penalties and Fines, Account No. 5870 — Holiday Events/Picnics, and Account No.5875 —
Kitchen Supplies.

Tables 7-1 following this Finding detail the adjustments.

Effect on the General Ledger: Since the test year is already closed in the ledger, there is no
effect on the general ledger.

Effect on the Filing: The effect on SU’s filing in this Docket and the Sanlando Audit Report,
ACN 14-199-4-1 is water expenses should be increased by $10,107 and wastewater expenses
should be increased by $7,949.
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SANLANDO UTILITIES CORP. 0&M EXPENSE ADJUSTMENTS

Obj NARUC Account Description

6290
6310
6345
5525
5530
5535
5540
5740
5860
5880
6020
6010
6040
6025
5735
6015
6035
6050
5750
60%0
5715
5785
6065
6070
5505
5545
5790
5795
5800
5805
5810
5815
5825
5855
5865
5870

620 Water-Maint. Repairs
620 Water-Other Maint. Exp
720  Sewer-Other Maint Exp
620/720 Bill Stock
620/720 Billing Computer Supplies
620/720 Billing Envelopes
620/720 Billing Postage
620/720 Computer Supplies
620/720 Cieaning Supplies
620/720 Office Supply Stores
631/731 Engincering Fees
632/732 Audit Fees
6327732 Tax Return Review
633/733 Legal Fees
636/736 Computer Maintenance
636/736 Employ Finder Fees
6361736 Payroll Services
636/736 Other Outside Services
636/736 Intemet Supplier
6417741 Rent
6597159 Insurance-Other
660/760 Advertising/Marketing
666/766 Rate Case Amort Expense
6677767 Misc Reg Matters Comm Exp
670/770 Agency Expense
675775 Customer Service Printing
675775 Bank Service Charge
675/175 Contributions
675/775 Letter of Credit Fee
6751775 License Fees
675775 Memberships
6751775 Penalties/Fines
675/775 Misc Expense General
675/775 Answering Service
675/175 Copy Machine
675/775 Holiday Events/Picnics

102
$

1,844
4
3,638
56,407
310

303
1,109

21,708
8,837
681
121,911
5,048
6,952
26,190
13,625
1,430
192,037
411

1,813

7,159
878

38
692
18
2,169
2,157
- 578
328

805

858

Table 7-1

Total

$ -8$143 8§ 143

17
17

®

17

17
1,844
4
3,638
56,407
32
324
2,619

27,708
8,837
751
121,977
5,048
6,952
26,709
14,087
1,430
192,037
an

24
1,813
527
7,159
878

38
2,839
13
13,199
2,157
9
4,243

22

U er

$ 157
18

15

1,849

44

3,647
56,552
323

324

2,605

27,768
8,856
753
122273
4,507
6970
26,762
14,121
1,433
192,497
411

A
1817
531
7,178
879

12
2,551

9,517
2,162

4,293

Audit W MFRAdj Audit
Variance 05589 W Adj
$ (14) $ (148 (s 40
(f) @) - ()
@ @ - @
©) 0) - ©)
) ¢ - - (3
(145) (81):. - @8N
m m - ()
M © - ©
14 8 - 8

- - @ 2
(60) (33) (230) 197
(20) an - (1
7)) (1) 15
(296) (165) -(1,474) 1,309
541 302 - 302
(18) (10) - @0
(33) (30) - (0
(34) (19) -9
@ @ (10) 8
(460) 257 (L,034) M7
- - 3) 3

- - (30) 30

0 0 ?) 3
@) @ (11) 9
@) (2) (7.955) 17953
(19) (10) - (10)
879) (491) - (491)
26 14 .5 . 14
88 49 - 49
=18) (10) - - (0
3,682 2,058 - 2,058
() 3 . 3)
A 40 - 40
@42%)  (23%) - (2399)

WW MFRAdj Audit

04411 WW  Adi
1 - 1
) - 2
0) - (V)
C)) - (C)]
(64) - (69
m - m
0) - 0)
6 - 6
- @ 2
(6 (182) 156
® - 9
M @ 9

(131)  (1,163) 1,032

239 - 239
(8) - (®)
(29) - (29
s - (15
03] ® 6
(03) (816) 613
- 2) 2
. @) 24
0 G 3
vl ) 7
@ (62717 6275
® - ®

(388) - (388)
noo-on
39 - 3
®) - @®

1,624 - 1,624
()] - 0)]
2 - 02

(1,894) - (1,894)



LITIES CORP. PEN
NARUC Account Description

67577175 Kitchen Supplies

675/775 Printing & Blueprints
675/775 Publ Subscriptions/Tapes
675/175 Shipping Charges

675/775 Other Office Expenses
675/775 Office Electric

675/775 Office Gas

675/775 Office Water

675/775 Office Telecom

675775 Office Garbage Removal
6757775 Office Landscape/Mow/Plow
675775 Office Alarm Sys Phone Exp
675/775 Office Maintenance

675/775 Office Cleaning Service
6757775 Office Machine/Heat & Cool
675175 Other Office Utilities
675/775 Travel/Lodging

675/775 Travel Airfare

6757775 Travel Transportation
675/775 Travel Meals

675/775 Travel Entertainment
675/775 Travel Other

675/775 Communication Expense
6757775 Uniforms

675/775 Weather/Hurricane Costs

102
$ 3183
469
26
2,326
1,179
1,579
389

75
88,785

$ 605419 $ 1539

Table 7-1 (continued)

805 85§

-8 43 3
62 524
- 277
3,675 3,899
4 1,498
- 3,224

86
1,959
1,971

786
174 3817
5255

625

3
308

145 28)
161

4,364

160
- 1,699

Total

421
1,054
302
9,900
2,681
4,803
389
75
88,871
2,531
4433
1,067
5617
7,600
1,642
12
5735
5,894
1,778
3,608
253
4,725
278
168
1,699

s 1 _$ 40005 $ 660,545

23

Audit W MFRAdJ] Audit WW MFRAd] Audit

UALedger  Variance 05589 : W Adj 04411 Ad
$ 42 $ (420 S(236) S -$ (236) $(186) S L$(186)
1,038 16 9 - 9 7 . 7
305 Q) m - I m - §)]
8N7 1,183 661 - 661 522 - 52
2,694 (13) o - )] (6) - (6)
4,832 (30) an . an (13) . 13)
39 @) m . - ¢)) m - m
75 (0) () ~ - 0) (0) - 0)
89,060 (189) (106) - (106) (83) - (@3)
2,547 (16) ) - ©) Q] - ™
4,450 an (10) - (10) ® . ®
1,075 ®) @ - @ 3 - 3
5,595 2 2 - 12 10 - 10
7,644 44) @s) . - (25) (19) - 19
1,651 ®) )= - 6) O} - O}
13 (0) © - (0) 0) - 0)
5,792 (56) @n - (1)) 25) - (25)
5,736 158 88 - 88 70 - 70
1,899 (122) (68) - (68) (54) - (54)
3,568 40 2 - 2 18 - 18
307 (59) (0) . - (30) 249) - (24)
4,728 (O] @ - . v)] I - m

227 51 29 0 - 29 2 - pY)

161 7 a - . 4 3 - 3
1,713 14) 8) - (8) (6 - 6)
$ 656430 S (1445) S @815) S (10922) § 10407 S (629) § (8,578) S 7949




Finding 8: Payroll, Benefits, and Taxes

Audit Analysis: The Company allocates costs monthly to the divisions. In prior rate cases, the
Company provided schedules by employee. In these schedules the Company allocated the most
current annualized salary and allocated the salary, benefits, and taxes using the appropriate ERC
allocation factor based on the employees’ duties. The schedule was then compared to the costs
recorded in the ledger by division. In the SU and LU current rate cases, adjustments made to the
filing only represented the variances between the allocated corporate and regional salaries,
benefits, and taxes as compared to the SU’s and LU’s UA (Allocated) Ledger.

We requested support for each employee, their most current annualized salary and the allocated
salary, benefits, and taxes using the ERC allocation factor based on the employee’s duties under
the new organizational structure. The Company sent schedules for SU and LU using the salaries
at the end of April 2014 with the overtime earned in 2013, and the ERC factors at the end of
April 2014. Each employee’s aggregate salary was then increased by 3% in preparatlon for the
2015 expense. The Company schedule was compared to the total adjusted amounts in the ﬁlmgs
and variances were noted.

Tables 6-1 and 6-2 following this Finding show the details.

Effect on the General Ledger: Since the test year is already closed in the ledger, there is no
effect on the general ledger.

Effect on the Filing: The effect on SU’s filing in this Docket and the Sanlando Audit Report,
ACN 14-199-4-1 is water expenses should be decreased by $72,041 and wastewater expenses
should be increased by $5,425.

The effect on LU’s filing in Docket No. 140135-WS and the Labrador Audit Report, ACN 14-
268-4-1 is water expenses should be decreased by $8,543 and wastewater expenses should be
decreased by $7,796.
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Table 8-1

Salaries Sandlando Water Wastewater

INARUC 601/701 (JDE account 6110) $ 105,016

INARUC 601/701 (JDE account 6115) $ 5,650

INARUC 603/703 (JDE account 6120) $ 133,432

[NARUC 601/701 (JDE account 6125) $ 15,794

INARUC 601/701 (JDE account 6130) $ 28,114

INARUC 601/701 (JDE account 6135) $ 47,604

INARUC 601/701 (JDE account 6140) $ 28970

INARUC 601/701 (JDE account 6145) $ 66,819

INARUC 601/701 (JDE account 6146) $ 35,459

INARUC 601/701 (JDE account 6147) $ 35,970

INARUC 601/701 (JDE account 6150) $ 900,279

|NA.RUC 601/701 (JDE account 6155) $ 44,140

II'&RUC 601/701 (JDE account 6165) $ (218,227)

Per Books and Schedules B-S/B-6 $ 1,229020|8 721,510 | $§ 507,509

Schedule B-3, pg 1 of 2, salary adjustment $ (4,587 $ (3,620)
$ 76923|3% 503,889

Per Audited Salary Detail for Annualized 2015 $ 6669918 526,408

Total Audit Payroll Adjustment $  (49,932)] 22,519

[Payroll Taxes | Water Wastewater

INARUC 408.12 (JDE account 751 0-7520) Schedule B-15 $ 75,203 | $ 59,293

Per Audited Salary Detail for Annualized 2015 3 67,505 | $ 53,276

Total Audit Payroll Tax Adjustment $ (1,698)| $ (6,017)

Benefits Water Wastewater

NARUC 604/704 (JDE account 5625-5690) $ 207537)8% 163,497

lPer Audited Salary Detail for Annualized 2015 $ 193,126 |8 152,420

Total Audit Benefits Adjustment 3 (14,411)| 8 (11,077)

[Total Audit Adjustment to Payroll, Benefit, and Taxes s (12,001 8 5425 |
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Table 8-2

ISalaries Labrador Water Wastewater

INARUC 601/701 (JDE account 6110) $ 7,384

INARUC 601/701 (JDE account 6115) $ 399

INARUC 603/703 (JDE account 6120) $ 9,299

INARUC 601/701 (JDE account 6125) $ L1

lNARUC 601/701 (JDE account 6130) $ 1,977

lNARUC 601/701 (JDE account 6135) $ 3,350

INARUC 6017701 (JDE account 6140) $ . 2,013

NARUC 601/701 (JDE account 6145) 3 4,703

INARUC 601/701 (JDE account 6146) $ 2,494

INARUC 601/701 (JDE account 6147) $ 546

INARUC 601/701 (JDE account 6150) $ 84,992

INARUC 601/701 (JDE account 6155) $ 5,414

INARUC 601/701 (JDE account 6165) $ (12,8|7)i

Per Books and Schedules B-5/B-6 $ 110865]$ 55872 | $ 54,992

Schedule B-3, pg 1 of 3, salary adjustment $ 9138 897
$ 56,785 | $ 55,889

Per Audited Salary Detail for Annualized 2015 $ 48,639 | $ 48,309

Total Audit Payroll Adjustment $ (8,146)| § (7,580)

IPeyroll Taxes I Water Wastewater

INARUC 408.12 (JDE account 7510-7520) Schedule B-1§ $ 4,742 | $ 4,664

Per Audited Salary Detail for Annualized 2015 $ 4,564 | § 4,533

Total Audit Payroll Tax Adjustment $ (178)| § (131)}

Benefits Water Wastewater

I[NARUC 604/704 (JDE account 5625-5690) $ 13,310 | § 13,088

Per Audited Salary Detail for Annualized 2015 $ 13,091 | $ 13,003

Total Audit Benefits Adjustment $ (219)} 8 (85)

[Total Audit Adjustment to Payroll, Benefit, and Taxes | [s  @sa)fs  (1.19)]
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