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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application for Rate Increase ) DOCKET NO 960451-WS
in Duval, Nassau, and St. Johns )

Counties by United Water Florida ) Date Submitted for

Inc ) Filing: December 17, 1986

’____________‘-——-—)

COMMENTS OF UNITED WATER FLORIDA INC. TO AUDIT REPORT
RATE AUDIT YEAR ENDED DECEMBER 31, 199056

MM

United Water Florida Inc., @ Florida corporation (hereinafter referred to as “United
Water Florida® of the “Company”), by and through its undersigned attormeys. makes the
following responses t0 certain audt exceptions contained in that certain Audit Report Rate
Audit Year Ended December 31, 1995, Audit Control Number 96-214-1-2 ( Audit Report”)

C Audit E on N

in Audit Exception No. 1. the Auditor states that the Company's general ledger does
not follow the Uniform System of Accounts (“USOA") and the table provided by the
Company to Ccross reference the general ledger accounts to the USOA does not fully
comply with the USOA.

United Water Florida does maintain its accounts and records in conformity with the
NARUC Uniform System of Accounts adopted by the National Association of Regulatory
Utility Commissioners (“NARUC"). NARUC's accounting instructions state that

the numbers prefixed t0 the account tities [in the USOA] aref

solely for the convenience of reference and
i Each utility may adopt such scheme of account
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Uniform System of Accounts for Class A Water Utilities 1984, National Association of

Regulatory Utility Commissioners (“Water USOA"), page 15, paragraph 3D, Uniform
System of Accounts for Class A Sewer Utilities 1984, National Association of Regulatory
Utility Commissioners (“Wastewater USOA"), page 15, paragraph 3D (emphasis added)

In accordance with the accounting instruction, United Water Flonda keeps readily
available (i) a list of the account numbers and subdivisions of accounts which it uses. and
(i) a reconciliation of such account numbers and subdivisions with the USOA account
numbers and titles.

United Water Florida originally pelonged to family of utility companies under the
General Waterworks Corporation. The utility companies weie located in several states and
subject to the jurisdiction of several regulatory agencies The General Waterworks family
of utility companies used a standard account numbering system so that the performances.
capital requirements, and budgets of the utility companies, and other such items could be
compared and ana'yzed using data arranged in @ consistent format The accounting
system data allowed the utility companies 0 properly plan and budget and the central
management to compare the needs and performances of the utility companies Such
standardized information is essential for the operation and oversight of the utility
companies.

Since the merger with United Water Resources, the United Water family of utility
companies is adopting a standard accounting gystem. The new system is primarily the
same as the existing accounting system from the General Waterworks family with some

minor revisions. As mentioned above, such standardized information gathenng system is
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necessary for the operation and oversight of the utility companies, which are located in 13
states and subject to the oversight and rules of multiple jurisdictions.
It is United Water Florida's position that its cross reference table is sufficient to

provide a reconciliation. United Water Florida did discover a few inconsistencies in its
cross reference table during the audit. However, such minor matters did not precludr *he
usefulness of the cross reference table. United Water Florida has corrected such
inconsistencies. United Water Florida will reflect the final changes to its accounting system
in its cross reference table. By the use of the cross reference table, United Water Florida's
information will continue to be able to be converted to the account numbers suggested by
USOA for Commission review. United Water Florida is providing information in accordance
with the USOA and will continue to do so in the future.
Comment to Audit Exception No. 2

its books and records, including the books and records of its plant accounts.

United Water Florida maintains its plant accounts in its Plant, Depreciation Reserve,
and Accumulated Depreciation Schedule (“Plant Schedule”). United Water Florida also
maintains the books, records, and memoranda that support the entries in the Plant
Schedule with its records of Investment Work Orders, Invoices, Retirement Work Orders,
Florida Public Service Commission Orders, and supporting documentation for journal
entries. The books, records and memoranda readily will furnish full information as to any
item included in the Plant Schedule. Such information includes the NARUC plant account
numbers, description of the asset, facility location, investment work order number, project

number, direct cost, overheads, and interest during construction.
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Therefore, United water Florida

and will Continue to do so.







from this rate filing will not be

Isused A year end rate base is

average rate base. There shouid




in Order No. PSC 93-1818-FOF-WS, issued December 22, 1993, Docket No

930204-WS, the Commission required that the easement and its accompanying value of
$8,776.00 be booked to Property Held for Future Use. The easement is needed for a force
main providing effluent disposal, and, therefore, is useful and should not be removed from
rate base.

Consequently, only $15,000, at the most, should be removed from rate pase

. audit E o0 No. 7

Audit Exception No. 7 relates to depreciation and sets forth two major points in
concluding that the Company’s accumulated depreciation is understated.

First, the Audit Exception discusses United Water Florida's change in depreciation
rates in 1986 and claims that the change in rates caused underdepreciation of sewer plant
in the MFRs and the General Ledger.

- Second, the Audit Exception discusses United Water Florida's account for “Reserve
for Depreciation prior to 1982". The Audit Exception concludes that the balance of this
account ($3,129,090) was written off by 1985.

The Audit Exception statement that the $3,129,090 was written off by 1985 is in
error. At December 31, 1982, United Water Florida had a balance of $3,129,080 for
accumulated depreciation in its account for Reserve for Depreciation prior to 1982 The
activity in that account during 1983 and 1984 is as follows:

Balance 12/31/82 $ 3,120,090
Retirements (204,591)
Cost of Removal ( 23,605)
Balance 12/31/83 2,900,894

Retirements (121,168)




Cost of Removal (52.230)
Balance 12/31/84 2.727.496

Thbmnmmduommw%mme.ppmpfwaepmm.on plant accounts

shown as follows:
Plant Account Amount
303.5 $ 30, 447
352.1 (35,126)
352.2 2,084 499
353 333,033
354 (9,652)
361 (95,685)
362 (3,028)
363 (151,536)
365 73,956
371 (124 ,442)
372 542 857
374 57,229
375 __ 24944

$2.727.490
Accordingly, the amount of $3,129,090 in the account for Reserve for Depreciation

prior to 1982 has been properly removed because of retirement or transferred to the
appropriate plant depreciation account and no change is required.
) 0 iation R in 1986

United Water Florida has already addressed the issue of the change in its
depreciation rates in its response to Audit Exception No. 8, Rate Base Activity Audit for the
Fourteen Years Ended December 31. 1994, Undocketed, Audit Control No. 93-216-1-1
(“Rate Base Audit’), a copy of which is attached as Attachment No. 4. In Audit Exception
No. 8. Rate Base Audit, the Audit Staff sought to_reduce the amount of accumulated

depreciation of wastewater plant accounts by $173,081 with a debit adjustment, which is

the opposite of the suggested revision in Audit Exception No. 7 to increase wastewater
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4 United Water Florida's depreciation rates, including its rates since 1986, are consistent
withtheratuappmvodiniulmmecau.
Therefore, there should be no change to United Water Florida's wastewater
accumulated depreciation.
C { 1o Audit Di N
RENT
The Company will make the adjustments of $51 1330 relating to rent for water and
wastewater as set forth in Audit Disclosure No. 1
#641 Rent - Sewer $ 51,330
#741 Rent - Water ($ 51,330)
The Company also will adjust its pro forma numbers that were included in the pool of
expenses that was adjusted by the Gross Domestic Implicit Price Deflator of 2.4% and
2.5% for 1996 and 1997, respectively.
INSURANCE
The Company will correct the mistitied expense account by changing its title from

Insurance-Water to Travel-Water

#656 Insurance - Water ($ 10,580)
#675 Travel - Water $ 10,580
LIFE INSURANCE

The USOA provides for the recovery of expenses related to life insurance. Account
numbers 604 and 704 of the USOA provides support for payments for employee accident,

sickness, hospital and death benefits or insurance therefor. Life insurance is a part of the

9
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overall compensation package for employees. The cost of Life Insurance is an appropnate
cost of doing business and the Company appropriately has included these numbers in
United Water Florida's cost of service.

#604 Life Insurance for Officers an Employees - Water $5.336

#704 Life Insurance for Officers and Employees - Sewer $12.451
Such costs should hot be removed from the Company's Operation and Maintenance
Expenses.
MISCELLANEOUS EXPENSES

These costs are appropriate and have been included in United Water Florida's cost

of service. The USOA provides for the recovery of expenses related to industry and
association dues. Specifically, items 1 and 2 listed under account numbers 675 and 775
of the USOA provide support for the recovery of industry and association dues for
memberships and contributions for conventions and meetings of the industry. Membership
in professional societies keeps the Company informed about current and emerging issues
in the industry. Membership in local business societies helps to keep the Company
informed about changes in the area, provides the Company with a forum to inform the
business community of upcoming changes, and cultivates personal relationships which are
useful for the Company in solving or avoiding disputes. Membership in professional
societies and local business societies help the Company to serve their customers better.
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Comments to Audit Disclosure No. 2

INVESTOR RELATIONS

lnmtorRoUomomnushdudemeoxpenmnmodw(i)ﬁnmcidmpomng
to shareholders, the Securities and Exchange Commission, and the Internal Revenue
&Ma;(ﬁ)ow”mhmmdm;md(mm
mailings. The USOA provides for the recovery of expenses related to shareholder relations
and reporting activities. Specifically, items 3, 4, 5, 6, 7, 8, and 9 listed under account
numbers 675 and 775 of the USOA provides support for the recovery of the shareholder
relations and reporting activities expenses. Recoverable expenses include trustee
registrar and transfer agent fees and expenses; stockholder meeting expenses. dividend
and other financial notices; printing and mailing dividend checks; directors’ fees and
expenses; publishing and distributing annual reports to stockholders. and communication
service not chargeable to other accounts. These costs are appropriate since they are a
legitimate cost of doing business which probably would be much higher if United Water
Florida was an unaffiliated entity, and, therefore, should be included in United Water

Florida's costs of service.

United Water Florida states that the base year amount of $78.112 for Investor
Relations Expense should have been split between water and wastewater based on the
levels of rate bases. Accordingly, the 1995 base year levels for Investor Relations
Expenses for water and wastewater should be $23 434 and $54 678, respectively. The
Investor Relations Expenses were included in the pooi of expenses that was adjusted by
the Gross Domestic Implicit Price Deflator of 2.4% and 2.5% for 1996 and 1997,

respectively.




While the costs for Investor Relations Expenses should be reallocated between

water and wastewater, the costs should be included in approved expenses

DATED this 17th day of December, 1996.

Respectfully submitted.

MARTIN, ADE, BIRCHFIELD &
MICKLER, PA.

Scott G. Schildberg

Florida Bar No. 0613990
3000 Independent Square
Jacksonville, FL 32202
Telephone: (904) 354-2050

Attorneys for United Water
Flonda Inc
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| HEREBY CERTIFY that the original and seven copies of the Comments of United
Water Florida Inc. To Audit Report Of the Year Ended December 31, 1995 by the Florida
Public Service Commission have been furmnished by Federal Express this 17th day of
December, 1996 to Blanca Bayo, Director, Division of Records and Reporting, Florida
Public Service Commission, 2450 Shumard Oak Boulevard, Tallahassee, Florida 32399-
0850, and a copy of the foregoing has been furnished to Rosanne G. Capeless, Attorney
for the Staff of the Florida Public Service Commission, 2540 Shumard Oak Boulevard,
Tallahassee, Florida 32399-0850, and to Harold McLean, Esquire, Office of Public Counsel,
c/o The Florida Legislature, 111 W. Madison Street, Room 812, Tallahassee, Florida
32399-1400, by U.S. Mail, this 17th day of December, 1996.

o
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consists of Ttwo major points First, United Watex Florica's
depreciation ratas Aare consistent with the rates approved in its
last rate case. Second, the auditor has significantly
overdepreciated items in the general plant accounts

United Water Florida's depreciation rates from its last rate
case are set forth on Schedule 2. United Water Florica's General
Plant accounts (e.g. office furniture, small tools, power operated
equipment, transportation equipment, laboratory equipment,
communication and miscellaneocus equipment) have depreciation rates
ranging from 10% tO 33 1/3%. United Water Florida’s composite
rates for its remaining accounts are 2.0% for watex accounts and
2.5% for wastewater accounts. United Water Florida has
reviewed its accumulated depreciation for 1986 through 1994, the
time period addressed in Audit Exception No. 8, and confirmed that
United Water Florida's rates are consistent with the rates approved
by the Commission in United Water Florida‘s last general rate case
(Docket No. g10071-WS) . See attached Schedule 3. United Water
Florida’'s average of depreciation rates on total depreciable
plant, excluding General Plant, for United Water Florida during the
relevant time pericd (1986-1994) were 1.97% (sum of rates divided
by 9 years: 17.75% + 9 years) and 2.46% (sum of rates divided by 9
years: 22.11% + 9 years) for water and wastewater, respectively.
Accordingly, United Water Florida’'s rates for depreciation on total
uepre-iable plant, excluding General plant, variec less than CtwO
percent from United Water Florida’'s composite rates of 2.0% and

2.5% for water and wastewater, respactlvely, [712.0% 1.97%) + 2.0%
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