
State of Florida 

FILED 10/27/2023 
DOCUMENT NO. 05864-2023 
FPSC - COMMISSION CLERK 

DATE: 

TO: 

FROM: 

RE: 

Public Service Commission 
CAPITAL CmCLE OFFICE CENTER • 2540 SHUMARD O AK BOULEVARD 

TALLAHASSEE, FLORIDA 32399-0850 

-M-E-M-0-R-A-N-D-U-M-

October 27, 2023 

Adam J. Teitzman, Commission Clerk, Office of Commission Clerk 

Donna D. Brown, Chief of Auditing, Office of Auditing and Performance Analysis~ 

Docket No.: 20230081-WS 
Company Name: Royal Waterworks, Inc. 
Company Code: WS984 
Audit Purpose: Alf: File and Suspend Rate Case 
Audit Control No.: 2023-227-2-1 

Attached is the final audit report for the Utility stated above. I am sending the Utility a copy of 
this memo and the audit report. If the Utility desires to file a response to the audit report, it 
should send a response to the Office of the Commission Clerk. There are no confidential work 
papers associated with this audit. 

Attachment: Audit Report 

Cc: Office of Auditing and Performance Analysis File. 



State of Florida 

Public Service Commission 
Office of Auditing and Perform::ince Analysis 

Bureau of Auditing 

Auditor's Report 

Royal Waterworks, Inc. 
File and Suspend Rate Case Audit 

Twelve Months Ended May 31, 2023 

Docket No. 20?30081 -WS 
Audit Control No. 2023-227-2-1 

October 27, 2023 
() 

~l lli~~ 
Hymavathi Vedula 

Audit Manager 

!fl#~ f!e41@lf 
Brian Lenbe4 

-udit s 'f 

o. 
Donna P. Brown 

Reviewer 



Table of Contents 

Purpose ............................................................................................................................................ 1 

Objectives and Procedures .............................................................................................................. 2 

Audit Findings 
1: Operations and Maintenance Expense and Working Capital ................................................. 7 

Exhibits 
1: Rate Base .............................................................................................................................. 10 
2: Capital Structure.: ................................................................................................................. 12 
3: Net Operating Income ........................................................................................................... 13 

I 



Purpose 

To: Florida Public Service Commission 

We have performed the procedures described later in this report to meet the objectives set 
forth by the Division of Accounting & Finance in its audit service request dated August 15, 
2023. We have applied these procedures to the attached schedules prepared by Royal 
Waterworks, Inc. in support of its filing for rate relief in Docket No. 20230081-WS. 

The report is intended only for internal Commission use. 
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Objectives and Procedures 

General 

Definitions 

Utility refers to Royal Waterworks, Inc. 

Test year refers to the twelve months ended May 31, 2023. 

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, Florida 
Administrative Code (F.A.C.). 

Background 

Royal Waterworks, Inc. (Royal) is a Class B utility serving approximately 931 water and 526 
wastewater customers in Broward County. 

Royal acquired the water and the wastewater systems in 2019. Prior to Royal's acquisition, the 
Utility's rates were last established in a previous rate case by Order No. 12170, issued June 24, 
1983. At that time, the utility was owned by University Utility Corporation. According to the 
Utility's 2022 Annual Report, total gross revenue for water was $704,462 and total gross revenue 
for wastewater was $713,819. 

Balances were established in this docket as of July 1, 2019. Amendatory Order PSC-2021-0114-
PAA-WS, issued on March 22, 2021, recalculated the utility plant in service and net book value. 

Utility Books and Records 

Objective: The objective was to determine whether the Utility maintains its books and records in 
conformity with the NARUC USOA. 

Procedures: We reviewed the Utility's accounting system by examining the records provided 
for this proceeding and determined that the Utility's books are in substantial compliance with the 
NARUC USOA. No exception were noted. 

Analytical Review 

Objectives: The objective is to determine any material changes or inconsistencies in the Utility's 
plant, capital, revenues, and expenses from year to year. 

Procedures: Audit staff developed a two-year analytical review that compared the annual 
percentage changes from 2020 through 2022 for Common Equity, Long-Term Debt, Customer 
Deposits, O&M revenues and O&M expenses. In addition, we compared the percentage changes 
from May 2021 to May 2023 for Utility Plant in Service, Land, Accumulated Depreciation, 
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Contributions-in-Aid-of-Construction, and Accumulated Amortization of Contributions-in-Aid­
of-Construction. We requested explanations from the Utility for any significant changes for 
depreciable assets, amortizable assets, revenues, and expenses. The Utility provided explanations 
that were sufficient, and further follow-up was not required. 

Rate Base 

Utility Plant in Service 

Objectives: The objectives were to determine whether utility plant in service (UPIS): 1) Consists 
of property that exists and is owned by the Utility, 2) Additions are recorded at original cost, 3) 
Retirements are made when a replacement asset is put into service, and 4) Adjustments required 
in the Utility's last rate proceeding are recorded in its books and records. 

Procedures: We reconciled the beginning balances ofUPIS for water and wastewater as of July 
01, 2019 to May 31, 2023. We reconciled the beginning balances, including ordered adjustments, 
in the general ledger to the Order issued in the prior rate case. We verified that Commission­
ordered adjustments were posted to the general ledger. We scheduled utility additions and 
retirements since the last rate proceeding to determine the UPIS balance as of May 23, 2023. We 
requested support for the Utility's adjustments and traced them to the filing. We traced all 
additions and retirements from the Utility's plant in service schedule to source documentation 
and we verified that additions were recorded at original cost and that retirements were properly 
posted. No exceptions were noted. 

Land & Land Rights 

Objectives: The objectives were to determine whether utility land is: 1) Recorded at original 
cost, 2) Owned or secured under a long-term lease, and 3) Adjusted to reflect Commissioned­
ordered adjustments and recorded in its general ledger. 

Procedures: We obtained Page 5 of Order No. PSC-2020-0458-PAA-WS, issued November 23, 
2020, which established the value ofland for water and wastewater. We also obtained the records 
of the properties owned by the Utility from the County Property Appraisal website. No 
exceptions were noted. 

Accumulated Depreciation 

Objectives: The objectives were to determine whether: 1) Adjustments to accumulated 
depreciation in the Utility's last rate case proceeding were recorded in its general ledger, 2) 
Accumulated depreciation accruals are properly recorded in compliance with Commission Rule 
25-30.140-Depreciation, Florida Administrative Code (F.A.C.) and the NARUC USOA, 3) 
Depreciation expense accruals are calculated using the Commission's authorized rates, and 4) 
Retirements are properly recorded when an asset is replaced. 

Procedures: We reconciled the accumulated depreciation accounts presented in the filing to the 
general ledger. We reconciled the beginning balances, including ordered adjustments, in the 
general ledger to the Order issued in the prior rate case. We verified whether the Utility included 
the Commission adjustments from the Order. We scheduled utility accruals and retirements 
since the last rate proceeding to determine the accumulated depreciation balance as of May 31, 
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2023. We calculated accumulated depreciation accruals from the Utility's schedule for 
accumulated depreciation using the rates authorized in Rule 25-30.140 - Depreciation, F.A.C. 
and compared our balances to the balances in the Utility's schedule for accumulated 
depreciation. No exceptions were noted. 

Contributions-in-Aid-of-Construction 

Objectives: The objectives were to determine whether: 1) contributions-in-aid-of-construction 
(CIAC) is properly recorded in compliance with Commission rules and the NARUC USOA, 2) 
Donated property is properly accounted for and recorded as CIAC, and 3) Adjustments to CIAC 
in the Utility's last rate case proceeding were recorded in its general ledger. 

Procedures: We reconciled the CIAC accounts presented in the filing to the general ledger. We 
reconciled the beginning balances, including ordered adjustments, in the general ledger to the 
Order issued in the prior rate case. We verified whether the Utility included the Commission 
adjustments from the order. We scheduled utility additions and retirements since the last rate 
proceeding to determine the CIAC balance as of May 23, 2023. We inquired about new 
agreements, developer agreements, and donated property. No exceptions were noted. 

Accumulated Amortization of CIAC 

Objectives: The objectives were to determine whether: 1) Accruals to accumulated amortization 
of CIAC are properly recorded in compliance with Commission Rule 25-30.140, F.A.C., 2) 
Retirements are recorded when a contributed asset was replaced, 3) Adjustments to accumulated 
amortization of CIAC in the Utility's last rate case proceeding were recorded in its general 
ledger. 

Procedures: We reconciled the accumulated depreciation accounts presented in the filing to the 
general ledger. We reconciled the beginning balances, including ordered adjustments, in the 
general ledger to the Order issued in the prior rate case. We verified whether the Utility included 
the Commission adjustments from the order. We scheduled utility accruals and retirements since 
the last rate proceeding to determine the accumulated depreciation balance as of May 23, 2023. 
We calculated accumulated depreciation accruals from the Utility's CIAC schedule using the 
rates authorized in Rule 25-30.140 - Depreciation, F.A.C. and compared our balances to the 
balances in the Utility's CIAC schedule and the filing. No exceptions were noted. 

Working Capital 

Objectives: The objective was to determine the working capital adjustment to be included in the 
Utility's rate base per Commission Rule 25-30.433(3), F.A.C. 

Procedures: We reconciled the Utility's MFR Schedule A-17 for water and wastewater to the 
general ledger, the rate base schedules, and the rate base adjustments schedules. Finding 1 
discusses our recommended adjustment to working capital. 
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Capital Structure 

Objectives: The objectives were to determine the: 1) Components of the Utility's capital 
structure, 2) Cost rate for each class of capital, 3) Overall weighted cost of capital, and that 4) 
Components are properly recorded in compliance with the NARUC USOA. 

Procedures: We reconciled common equity to the general ledger. We reconciled the long-term 
debt, short-term debt and customer deposits to the general ledger. We verified the cost rates used 
in the computation of the Utility's capital structure. We recalculated the weighted cost rates used 
in the computation of the Utility's capital structure. No exceptions were noted. 

Net Operating Income 

Operating Revenue 

Objectives: The objectives were 1) to determine that revenues are representative of the test year 
by identifying rates for Utility services, miscellaneous service charges and other charges 
imposed by the Utility, and 2) determine that the Utility charges are calculated using 
Commission-approved tariffs. 

Procedures: We reconciled the water and wastewater revenue accounts presented in the MFR 
filing to the general ledger. We reviewed the Utility's authorized tariff rates for residential 
customers, general service customers, miscellaneous service charges, and private fire protection 
service. We recalculated the Utility's E-2W and E-2S MFR Schedules to determine if the Utility 
is using the correct rates, before and after the rate changes on July 17, 2022 for water and 
wastewater and before and after the rate changes on October 07, 2022 for wastewater only. We 
recalculated the water and wastewater revenues for the twelve months ended May 31, 2023, 
based on the correct tariffs, on the correct dates. We determined that the Utility's filing and the 
revenues in its general ledger reflect the correct tariff rates. 

We audited the billing analysis for each service class by meter size, and reconciled to the MFR 
E-14 schedule. We scheduled all customers who were billed or served by the Utility in the test 
year by class and meter size. We also took a statistically-valid sample of customer bills to verify 
that the Utility billed customers using the correct tariffs. No exceptions were noted. 

Operation and Maintenance Expense 

Objectives: The objectives were to determine whether O&M expense is: 1) Representative of 
the Utility's ongoing operations for the test year, 2) Properly recorded in the appropriate period 
for the correct amount, and 3) Recorded in compliance with NARUC USOA and Commission 
rules. 

Procedures: We reviewed all invoices for water and wastewater O&M expense accounts for the 
test year. We traced each invoice to the detailed general ledger. We reviewed invoices for proper 
amount, period, classification, NARUC account, and whether recurring in nature. We verified 
each expense against the invoice and supporting documentation. We reviewed payroll expense 
and the current allocation. Finding 1 discusses our recommended adjustments to O&M expenses. 
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Depreciation and CIAC Amortization Expense 

Objectives: The objectives were to determine whether depreciation and CIAC amortization 
expenses are properly recorded in compliance with Commission rules and that they accurately 
represent the depreciation of UPIS assets and the amortization of CIAC from ongoing utility 
operations. 

Procedures: We recalculated depreciation expense for water and wastewater for the test year 
ended May 31, 2023, by using the rates established by Commission Rule 25-30.140, F .A.C. 
CIAC has been fully amortized. 

Taxes Other than Income 

Objectives: The objectives were to determine whether taxes other than income (TOTI) expenses 
are: 1) Properly recorded in compliance with Commission rules, 2) Reasonable for ongoing 
utility operations, and 3) Recorded in compliance with the NARUC USOA. 

Procedures: We reviewed the Utility's MFR Schedule B-15 and traced the components of TOTI 
to the general ledger. We reviewed the RAF forms filed by the Utility and recalculated the RAFs 
using the proper rates. We verified the real estate and tangible property taxes incurred by the 
Utility for the test year, and ensured that all property tax expenses reflect the maximum discounts 
available. We adjusted the revenues for the amounts used to calculate the Regulatory Assessment 
Fees. No exceptions were noted. 
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Audit Findings 

Finding 1: Operations and Maintenance Expense and Working Capital 

Audit Analysis: Audit staff reviewed all of the transactions included in O&M expense accounts. 
We tested these transactions to determine whether they were adequately supported by 
documentation, in compliance with the Uniform System of Accounts, in the proper amount, 
utility-related, and recurring. During our review, we discovered many of the accounts had 
variances between the documentation and the MFR schedules, and certain transactions were not 
in compliance with our testing criteria. See Tables 1-1 and 1-2 for detailed information on the 
specific water and wastewater accounts. Audit Staff recommends the following actions: 

• Decreased Account 603 - Salaries - Officers, Directors by $30,000 for there was no 
supporting documentation provided, and the expenses were accrued but never paid out. 

• Decreased Account 632 -Accounting Fees by $200 for the Utility charged an invoice 
and monthly accruals for the same expense. 

• Decreased Account 633 - Legal Fees by $200 for the Utility charged an invoice and 
monthly accruals for the same expense. 

• Reclassified $26 from Account 636 - Other to Account 736 - Other. This transaction was 
a wastewater expense, not water. 

• Increased Account 657 - Insurance by $358 for the sum of the monthly accruals were 
less than the invoice for the year. 

• Reclassified $336 from Account 757 - Insurance to Account 657 -Insurance. These 
transactions were for storage tank insurance and should have been 100% allocated to 
water. 

• Decreased Account 675 - Miscellaneous by $60,000 for the Utility included adjustments 
in the Test Year Adjustments on MFR Schedules B-5 and B-6 that were supposed to be 
recorded in the Pro Forma Adjustments column. 

• Decreased Account 703 - Salaries - Officers, Directors by $28,000 for there was no 
supporting documentation provided and the expenses were accrued but never paid out. 

• Decreased Account 732 -Accounting Fees by $200 for the Utility charged an invoice 
and monthly accruals for the same expense. 

• Decreased Account 733 - Legal Fees by $200 for the Utility charged an invoice and 
monthly accruals for the same expense. 

• Increased Account 757 - Insurance by $358 for the sum of the monthly accruals were 
less than the invoice for the year. 

• Decreased Account 757 - Insurance by $3,117 for the Utility included adjustments in the 
Test Year Adjustments on MFR Schedules B-5 and B-6 that were supposed to be 
recorded in the Pro FormaAdjustments column. 
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Table 1-1 

Account Description l\1FR Balance Audit Balance Variance 
601 Salaries & Wages - Employees $ 

- - . -- ---
$ $ - - -

603 Salaries & Wages - Officers $ 30,000 $ - $ 30,000 
604 Employee Pensions & Benefits $ - $ - $ -
610 Purchased Water $ - $ - $ -
615 Purchased Power $ 43,117 $ 43,117 $ -
616 Fuel for Purchased Power $ - $ - $ -
618 Chemicals $ 72,541 $ 72,541 $ -
620 Materials & Supplies $ - $ - $ -
631 Contractual Services - Engineering $ - $ - $ -
632 Contractual Services - Accounting $ 450 $ 250 $ 200 
633 Contractual Services - Legal $ 350 $ 150 $ 200 
634 Contractual Services - Mgmt. Fees $ - $ - $ -
635 Contractual Services - Testing $ - $ - $ -
636 Contractual Services - Other $ 374,916 $ 374,889 $ 26 
641 Rental of Building/Real Prop. $ - $ - $ -
642 Rental of Equipment $ - $ - $ -
650 Transportation Expenses $ - $ - $ -
656 Insurance - Vehicle $ - $ - $ -
657 Insurance - General Liability $ 4,679 $ 5,372 $ (693) 
658 Insurance - Workman's Comp. $ - $ - $ -
659 Insurance - Other $ - $ - $ -
660 Advertising Expense $ - $ - $ -
666 Reg. Comm. Exp. - Rate Case Amort. $ - $ - $ -
667 Reg. Comm. Exp. - Rate Case Other $ - $ - $ -
670 Bad Debt Expense $ - $ - $ -
675 Miscellaneous Exoense $ 75,218 $ 15,218 $ 60,000 

O&M Expenses Before Pro Forma $ 601,270 $ 511,536 $ 89,734 
Pro Forma Adjustments $ 25,750 $ - $ 25,750 
Total O&M Expenses $ 627,020 $ 511,536 $ 115,484 

1/8 ofO&M Working Capital $ 78,378 $ 63,942 $ 14,435 
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Table 1-2 

Account Description MFR Balance Audit Balance Variance 
701 Salaries & Wages - Employees $ - $ - $ -
703 Salaries & Wages - Officers, Etc. $ 28,000 $ - $ 28,000 
704 Employee Pension & Benefits $ - $ - $ -
710 Purchased Sewer Treatment $ 326,403 $ 326,403 $ -
711 Sludge Removal Expense $ - $ - $ -
715 Purchased Power $ 9,831 $ 9,831 $ -
716 Fuel for Power Purchased $ - $ - $ -
718 Chemicals $ - $ - $ -
720 Materials & Supplies $ - $ - $ -
731 Contractual Services - Engineering $ - $ - $ -
732 Contractual Services - Acct. $ 450 $ 250 $ 200 
733 Contractual Services - Legal $ 350 $ 150 $ 200 
734 Contractual Services - Mgmt. Fees $ - $ - $ -
735 Contractual Services - Testing $ - $ - $ -
736 Contractual Services - Other $ 201,944 $ 201,970 $ (26) 
741 Rental of Building/Real Property $ - $ - $ -
742 Rental ofEquipment $ - $ - $ -
750 Transportation Expenses $ - $ - $ -
756 Insurance - Vehicle $ - $ - $ -
757 Insurance - General Liability $ 7,796 $ 4,699 $ 3,097 
758 Insurance - Worker's Comp. $ - $ - $ -
759 Insurance - Other $ - $ - $ -
760 Advertising Expense $ - $ - $ -
766 Reg. Comm. Exp. - Rate Case Amort. $ - $ - $ -
767 Reg. Comm. Exp. - Other $ - $ - $ -
770 Bad Debt Expense $ - $ - $ -
775 Miscellaneous Expenses $ 2,870 $ 2,870 $ -

O&M Expenses Before Pro Fonua $ 577,643 $ 546,172 $ 31,471 
Pro F orma Adjustments $ 79,836 $ - $ 79,836 
Total O&M Expenses $ 657,479 $ 546,172 $111,307 

1/8 ofO&M Workinp_ Capital $ 82,185 $ 68,272 $ 13 913 

Effect on the General Ledger: The Utility should determine the effect on the general ledger. 

Effect on the Filing: Audit staff recommends a total decrease to O&M expenses in the amount 
of $89,734 for water and $31,471 for wastewater. In addition, audit staff recommends that 
working capital for both water and wastewater be reduced by $14,435 and $13,913 respectively. 

9 



Exhibits 

Exhibit 1: Rate Base 

!PG. 4 !Schedule of Water Rate Base 

Royal Waterworks,. Inc. 
Docket No. 20230DB1 ·WS 
Historical Test Year Ending May 31, 2023 
Historical & Pro Forma 

Florida Public Servica Commission 

Schedule: 
Page; 
Preparer. 

A-1 
1 cf 1 
WT Rendell 

E,cplanation: Provide me calculation of average rate base for the test year, showlng aH adjustmenta. 
All non-used and useful items should be reporteo as Plant Held For Future Use. If method olher 
than fonnula approaeh {1 /8 0 & M} is used to determine working capital, provide additional sdledule 
showfng detail ealculati1111. 

(1) (2) (3) (4) (S} 
Historical Test Year 

Average Adjusted 
Line Batan:oe Average Supporting 
No. Oescrlellon Per Books AdJustments Balance Schedules 

Utility Plantin Service 3,591,703 85,451 3,677,154 A-5 

2 Utility Land & Land Rights 76,123 0 1a.123 A-5 

3 L&$S: Non-Used & Uaefu I Component& 0 0 0 A-7 

,4 Conslruction Worl< in Progress 0 0 0 

5 Less: Accumulated Oepreclauon (2,743,510) (1,764) (2,745,274) A-9 

e tea.: CIAC {575,123) 0 (575,123) A-12 

7 Accumulated Amortization of CIAC 571,853 0 571,853 A-14 

8 Acc:iuisition Adjuslments 521.449 (521,449) 0 

9 less: Accum. Amort. of Acq. Adj;usbnents (85,320) 85,320 0 

10 Less: Advanees For Conetructlon 0 0 0 A,.16 

11 Working Capital Allowance a 78,37e 78,378 A-17 

12 Tot.ii Rate Base ,.~~.174 12n.~i Uil~.Ho 
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Exhibit 1: Rate Base (Cont'd) 

f PG. s lscheclule of Wastewater Rate Base 

Royal Waterworks, Inc. 
Daclkat No. 20230081.WS 
Historical Test Year Ending May 31, 2023 
Historical & Pro Forma 

RE~SEC 
COPY 

Florida Public Service Commlsslon 

Schaclu!e: Ar2 
Page: 1 of 1 
Prepaier; WT Rendell 

Expfclnauon: Provide the caleulaUon ,of average rate base for the test year, showing all adjus1men1S. 
All non-usecl and useful Items should be reported as Plant Held For Future Use. lf method other 
than form1Jla approach (118 0 & M) is uied to determine working capital, provide additional schedute 
showing detail calcula,tion. 

(1) (2) (3) (4) {5) 
Historical lest Year 

AV$tage Adjusted 
Line Bi!!lance Average Supporting 
IJ\fo. DesCri]-!IlOI] Per Books Adjustments Balance Schedulas 

1 UtHity Plant in Service 1,919,789 69,065 1,988,854 A-Ei 

2 Utility Land & Land Rights 71,802 0 71,802 A-6 

3 Less: Non,-l,Jsed &. Userul Components 0 0 0 Ar7 

4 Construction WOik in Progress 0 0 0 

5 leG&: Aecumu1ated Depreciation (1,525,441) (1,918) (1,627.360) A-10 

6 Less:CIAC (238,921) 0 (236,921) A-12 

7 Accumulated Amortization of CIAC 238,921 0 238,921 A-14 

a Acq uisiticn Adjuslmen1B 286,064 {2613,064) 0 

9 Less: Accum. Amort of Acq. Adjuslments (45,997} 45,997 0 

10 Less: AchIam:es For Construction 0 0 ~16 

1t Working Capital Allowance 0 82,185 62,185 A-17 

12 Total Rate Base = 606,:fl'.i' (90,735) 515,481 
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Exhibit 2: Capital Structure 

!PG. 45 !Schedule of Requamci Cotl of Capital 
Average balance 
Royal WatelWOl'l!1, Inc. 
Docket No. 20230O81-WS 
Historical Test Year c11dlng May 31, 2023 
HlslO!lcal I X I ProJected [ l 

Florida PubDc Service Commlulon 

Sdledule: D-1 
Paga: 1 
Preparer: WT RendeR 

Subsidiary l I 0r Ccnaoliilated ! I 
E,q:ilammon: Provide a e<:hedule which calculaln the requested Coat of Capital on a beginning aml 
end of year average basis. If a year-end basts Is used submit an additional sdlecl11le refledlng 
year-end caleula:l.ion1. 

(1) (2) (l) (4) (5) (6) (7) 
Reconciled Weighted 

Line To Test Yr Cost Cost Supporting 
N~. Class of C!2llaf Ral-e Base Ratio Rate Rate COst Schedutea 

COMPOSITE WATER & waat-atar 
1 Long-Term Debt 728,290 -45.56% 3.26% 1.4$% 0-2, 0-5 
2 Short-Term Debt 0 0.00% 0.00% 0.00% 0-2 
3 Preferred S!odc 0 0.00% 0.00% ;0.00% D-2 
4 Common Equity 865,006 54.11% 9,70% 5.25% 0-2 
5 Cugtomar Oepostls 5,295 0.33% 2.00'¼ 0.01% D-2 
6 Aocumulated Deferred Income Taxe5 0 0.00% 0.00% 0.00% D-2 
7 
8 Total 1,598,591 100,00% 6.74% 

Supporting Sdledulea: 0·2 
Recap Schedules: A·1,A-2 
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Exhibit 3: Net Operating Income 

IPG. 23 !SCJiedule ofWattt Net operating Income 

Royal Weterwortia, Inc:. 

Florida Publlc Sel'Ylc. commission 

Dock.ff No. 20:ZSD081-WS 
Hi11l0riCIII Test Veer.Ending May 31. 2023 _ 
Hialgriciil & Pro Fmna 

R&vlaeD 
COPY 

Sched1,lle: 
?age: 
Prapal'lll': 

B-1 
1 or1 
WT!'Wndefl 

Explanation: Pr<Nlde 1he calculall01t of net operating income !or U1e test yur, If am0flizalion (line 4) Is related Ill any mnounl 
otner than an aoquisltlOn adJuatmel'II, submit an adell!lonel sc:neduf~ ilh(ll,\lfng a deSCliption and calculation cf Cb:i'I!•-

(1) (2) (3) {<I) ($} I (8) I 
Per Utllltv ReqLleSled Req1ieatet1 

un, Baoka TestY&st Adjusted Revenll8 Annual 
Na. DMC!iib!ian TeslYear Adl1Je!nlent Test Vear Adlu$1men( Re~enues 

1 OPERATING REVENUes 7341!18 se 11e 770 305 88,835 831.1-40 

2 Openitlon & Mainten1.1nce 546,552 S0,488 627,020 0 627,020 
3 Depreciation, net of CIAC Amort.,U&U 91,81M (20,800) 71,194 D 7t,194 
4 Amortization • Acqula Adjust 35,305 (~.305) 0 0 0 
& Taxes Olfler Than Income 58,740 4,198 82,938 3.001'1 6$,9113 
6 Pr!wisian fer ln()Ome T8Xllll 0 0 0 0 0 
7 OPERATING EXPENSES 732.592 2U59 781 150 3008 784166 

8 NET OPERATING INCOME 1.594 7,580 9.154 83,1127 72,981 
9 AATEBASE 1.357174 (274,064) 1.IMl3,110 1,083,110 
10 RATE OF RETURN 0.12% 085% 6.74% 
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Exhibit 3: Net Operating Income (Cont'd) 

jPG. 24 iSchedule of Wastewater Net Operating Income 

Royal Watarwcl'lll:9, Inc. 
Doeket NO. 20231l0B1-WS 
Hlstcrical Test Vear E;fl(ji!'Q M91 s1, 2023 
Histclical & Pm Forms 

Schedule: 
Page: 
Proparer: 

8-2 
1 Cli' 1 
WTRllnd11II 

Eiqilaillitien; Pro\lieie tllil Clilcu!lltiClrl of net operatir,g income f« Ille lest year. If amcrtizalion ,(line 4) is related to any -nt ottier thim 
an aoq,uisllion adju$1rnent, 11ubrnil an addmonal scfledulll stiaw111g a descrfplion and cak:ulallon or charge. 

(1) 

Line 
No. Oescfio~on 

1 OPERATING REVENUES 

2 Operation & Mainlenlilooe 
a Oeprec:illtiOR, nel or CIAC Amort.,U&U 
4 Amorllz81ion • Acquls Adi.ist 
5 Taxes Ol!1er Than Income 
6 Prov!#lon for lni»me Taxes 
7 OPERATING EXPENSES 

s NET OPERATING INCOME 
9 AATEBASI: 
10 RATE OF RE.TIJRN 

(2) (3) 
Per U1lillty 

Boolla T6$lYear 
Test Year Ad'us1rnen1 

761470 19S43l 

S4S,52& 107,953 
43,641 1,916 
1e,oa~ (19,033) 
59.966 5,525 

a 0 

14 

(4) (5) I 16) (7) 
R«iuested ROqu,ffted 

Miu&ted Rcvi:1'1110 Annual $uppW1ing 
Te&tVear A<fustment Revenues Schedules 

751,928 53,757 805,885 B-4, E-2 

657,480 0 857,dO B-6,8-3 
45,560 0 45,560 B-14, 8-3 

0 0 0 S.3 
65,Ml3 2,419 67,912 B-15, B-3 

0 0 0 C-1, 8-3 
768,532 2,419 770,951 

1 ', 1 A..2 
6.74% 
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