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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

AQUA UTILITIES nORIDA, INC. 

DIRECT TESTIMONY OF ROBERT M. GRIFFIN 

DOCKET NO. 080121-WS 

Please state your name and business address. 

My name is Robert M. Griffin. My business address is 762 W. Lancaster Avenue, 

Bryn Mawr, Pennsylvania 19010. 

By whom are you employed and what is your position? 

I am employed by Aqua Pennsylvania, Inc. as Senior Manager of Regulatory 

Accounting. Aqua Pennsylvania, Inc. is a subsidiary of the parent company Aqua 

America, Inc., ("Aqua America"), a Pennsylvania corporation, which is also the 

parent company of Aqua Utilities Florida, Inc. ("AUF" or "Company"). 

Have you worked on rate filings prior to this case? 

Yes. I have been an accounting witness for Aqua America, Inc. for the past 

twenty-two years. In that job, I have been responsible for exhibits and testimony 

on revenue, expenses, rate base, and rate design principally in Pennsylvania. I have 

also previously filed testimony in Missouri and Florida 
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Master of Business Administration degree from Philadelphia University. I have K ii3 2 -  %. .-~ f z 
been employed by Aqua Pennsylvania for 41 years during which time I have E ~3 c) 5 3  ;I, 
worked in various capacities in the Accounting Department. 0 0  g 

Please describe your educational background and professional experience. L+ ~ 

I hold a Bachelor of Science degree in Accounting fium Villanova University and a 
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Are you involved in any outside professional activities? 

Yes. I am currently a member of the Rates and Revenue Committee of the National 

Association of Water Companies (Pennsylvania Chapter) and a former member of 

the Accoun!jng Committee of that organization. I also worked for C o m ~ &  

Accountants, a volunteer organization assisting non-profit organizations with 

accounting needs. 

What is the purpose of your testimony? 

The purpose of my testimony is to (1) describe the manner in which the rate base in 

the AUF rate filing was compiled and set forth in the Minimum Filing 

Requirements (“MFRS”) that I am sponsoring, (2) address the resolution of the June 

1,2007 Rate Base Audit Findings in Docket No. 060368-WS, (3) describe the intra- 

Florida plant allocations to every water and wastewater system, (4) identify and 

describe all Company pro-forma rate base adjustments, and (5)  describe the 

Company’s requested level of cash worldng capital in this rate filing with the 

Florida Public Service Commission (“Commission”). 

Are you sponsoring any exhibits in this case? 

Yes. I am sponsoring Composite Exhibit RMG-1 which consists of Attachments 

RMG-1 through RMG-5, which are attached to my testimony. Attachment 

RMGl is a listing of the AUF water and wastewater systems that are included in 

this filing. Attachment RMG-2 is a schedule showing previous Commission Staff 

rate base adjustments that were recorded on the Company’s books in December 

2007. Attachment RMG-3 is a reconciliation of the December 31,2007 rate base 

balances to the 2007 Annual Reports to the Commission. Attachment RMG-4 is a 
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listing of the computer equipment residing in an AUF Administrative location that 

has been allocated to all Florida locations in this rate filing. Attachment RMG-5 

is a listing of all pro-forma plant adjustments. 

Were these exhibits prepared by you or under your direction and 

supervision? 

Yes, they were. 

In connection with your responsibilities with AUF, are you the sponsor of 

any of the schedules from the MFRs? 

Yes. The table shown below lists all of the schedules that I am sponsoring in 

Volume I of the MFRs. 

h4FR Title MFR Number 

Rate Base-Water A- 1 

Rate Basasewer A-2 

Adjustments to Rate Base A-3 

Annual Plant Adds & Balances A 4  

Water Plant In Service by Primary Account A-5 

Sewer Plant In Service by himary Account A-6 

Annual Accum. Depr. Adds &Balances A-8 

Water Accum. Depr. by Primary Account A-9 

Sewer Accum. Depr. by Primary Account A-10 

Annual CIAC Adds & Balances A-11 

CIAC by Classification A-12 

Annual Accum. Amort. of CIAC A-13 
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Other Soonsoring Witness 

John Guastella 

John Guastella 

John Guastella 

John Guastella 

John Guastella 

John Guastella 

John Guastella 

John Guastella 
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MFR Title MFR Number 

Accum. Amort. of CIAC by Classification A-14 

Schedule of AFUDC Rates Used A-15 

Annual Advances for Constr. Adds & Balances A-1 6 

Calculation of Working Capital Allowance A-17 

Net Depr. Expense-Water B-13 

Net Depr. Expense-Sewer B-14 

Schedule of Rate Base-Interim Rates G-2 

Schedule of Adjs. to Rate Base-Interim G-3 

Other Sponsorine Witness 

John Guastella 

John Guastella 

John Guastella 

John Guastella 

Please list the water and wastewater locations that are included in the rate 

filings under this Docket? 

There are a total of 57 water and 25 wastewater systems included in the filing. 

Since water and wastewater systems are combined in the MFRs, there will be a 

total of 59 MFR packages, consisting of 34 water-only, 23 water and wastewater, 

and 2 wastewater-only systems. A listing of the water and wastewater locations 

included in this filing is attached as Attachment RMG-I. 

Resolution of 6/1/07 Rate Base Audit Findines in Docket No. 06036&WS 

Did AUF record the Jasmine Lakes reclassification as set forth in Audit 

Finding No. l? 

Yes. The $1,172,514 balance in Account 304 was transferred to Account 354 in 

December 2007. In addition, the $100,695 of accumulated depreciation todate was 

also reclassified h m  the water account to the wastewater account in December 

2007. 
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Did AUF provide the original cost studies for the Village Water water and 

wastewater system and the Rosalie Oaks water and wastewater system to the 

Commission in accordance with Audit Finding No. 2? 

Yes. All four ori@ cost studies were provided on or before June 30,2007. In all 

four cases, the depreciated original cost from the studies exceeded the as-booked 

amounts. AUF decided not to record the higher amounts, which would necessitate 

the booking of an acquisition adjustment. 

Did AUF record the rate base adjustments ordered by the Commission and set 

forth in Andit Finding No. 3? 

Yes. The aforementioned rate base adjustments were booked in December 2007. 

Some plant account reclassifications were made to the December 2007 journal 

entry in March 2008 and April 2008 to correct the original entry (see Attachment 

RMG-2). Those reclassifications were pushed back to December 2007 for purposes 

of the 2007 Annual Report to the Commission. For rate case purposes, all of the 

Commission-Ordered rate base adjustments discussed above were pushed back to 

December 2006 so that the depreciation expense for the historic test year could 

reflect pro-forma depreciation expense on those elements. 

Audit Findings No. 4 and 5 refer to projected plant retirements. Is there stiU 

an issue with the projected versus sctnal plant retirements? 

No. The Oakwood plant retirement has been corrected. The proposed 2006 plant 

retirements from AUF rate case at Docket No. 060368-WS are no longer an issue. 
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Audit Finding No. 6 suggests that the allocation of costs related to a corporate 

name change should be booked as an acquisition adjustment. Has this change 

been made? 

When the Company changed its corporate name to Aqua America and the 

subsidiary name to Aqua Utilities Florida Inc., it incurred costs to change the 

signage on buildmgs and vehicles and to alert its customers of the name change 

through letters and newspaper notices. It was important to both the Company and 

to its customers that the customers understand the name on their next water bill. 

The Company believes that, unlike the Cypress Lakes Utilities case that was cited 

in the Audit Finding, the cost in question is both tangible and permanently attached 

to AUF buildings and vehicles and therefore should be allowed. 

Audit Finding No. 7 refers to utility plant in service projections. Please discuss 

the relevance of this fuding. 

The finding is not relevant in this case because the Company is using 2007 

historical test year numbers. 

Audit Finding No. 8 pertains to items identified by Staff as charges that should 

have been charged to Repairs and Maintenance and not to Capital. Has the 

Company taken any action regarding these items? 

No. AUF disputed this finding in its response to the Audit Findings and provided 

M e r  intormation on each of the disputed charges in response to the Audit Report. 

The information provided in the Company’s response demonstrates that these items 

should be capitalized and not expensed. 
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Audit Findings No. 9 and 10 refer to 2007 capital budget projections in rate 

base in AUF’s rate case at Docket No. 06036&WS. Please discuss the 

relevance of these fmdings. 

These findings are not relevant in this case because the Company is using 2007 

historical test year numbers.. The duplicate Sunny Hills capital addition was 

corrected in the last rate case and is no longer an issue. 

Audit Findings No. 11 and 12 pertain to AS1 and FWS locations where the 

Commission rates were not utilized in the MFRS for 2005. How has the 

Company addressed this issue? 

The error occurred in the MFas for the previous rate filing and not on the books of 

the Company. In Am’s previous rate case at Docket No. 060368-WS, 

depreciation expense was recalculated for 2005 and 2006 in the MFRs. In this case, 

the Company has utilized the correct Commission rates for all depreciation expense 

calculations. 

Audit Finding No. 13 states that for the Florida Water Services Corporation 

(“FWSC”) systems there is a $10,608 difference in 2005 depreciation expense 

between the general ledger and the MFRs. Has the Company adjusted for this 

difference? 

Yes. Corrections were made to Accumulated Depreciation in 2006. 

Audit Finding No. 14 recalculated Amortization of CIAC from 2005, based on 

Commission rates. Please discuss the relevance of this fmdmg. 

The finding is not relevant in this case because the Company is using 2007 historic 

test year numbers. 
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Audit Finding No. 15 recorded a correction to the O d a  Oaks Accumulated 

Amortization of CIAC from 1989 to 2005. Has the Company adjusted for this 

difference? 

Yes. The adjustment was recorded in 2007. 

Audit Finding No. 16 removes projected 2007 CIAC from Village Water 

Wastewater service account. Please discuss the relevance of this finding. 

The iinding is not relevant in this case because the Company is using 2007 

historical test year numbers. 

Reconciliation of 12/31/07 rate base balances with 2007 Annual Rewrts 

What months constitute the historic test year in this rate filing? 

The historic test year includes the months of December 2006 through December 

2007. 

Did the Company utUiie the thirteen month averaging methodology in this 

rate f h g ?  

Yes. Capital additions on or before January 1,2007 are weighted at 100% (13/13). 

The January 2007 capital additions are weighted at 12/13 and so on. The December 

2007 capital additions are weighted at 1/13 to derive the average rate base in this 

rate filing. 

Did the Company reconcile its December 31,2007 rate base balances with the 

2007 Annual Reports to the Commission? 

YeS. 

Were there any variances to report? 
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No. Please refer to the 2007 reconciliation report that is appended to this document 

as Attachment RMG-3. 

Intra-Florida allocations 

How does AUF account for its computer hardware and software investments? 

Most computer hardware and software are purchased centrally by Aqua America 

and allocated to regulated and non-regulated businesses based on the number of 

customers served. AUF accounts for its share of costs in an Administrative Florida 

location, instead of spreading the investment down to the lowest system level. The 

reason for doing this is for ease of retirement. For rate filing purposes, the rate base 

located in the Administrative Florida location is allocated to all systems, based on 

the number of customers served. 

How much rate base from the Administrative Florida location has been 

allocated to each water and wastewater system in this rate Iiling? 

Attachment RMG-4 provides a listing of the Administrative Florida location rate 

base elements that have been allocated for purposes of this rate filing as well as the 

allocation workpaper. 

Pro-forma rate base adiustments 

Please explain the pro-forma adjustments to rate base included in this rate 

tiling. 

The filing includes pro-forma rate base adjustments beyond December 31,2007 

which recognize the additional capital investment that is necessary to comply with 

Commission rules regarding meter reading, customer complaints, and mandated by 

Florida Department of Environmental Protection (“DEP”) consent orders. Pro- 
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forma capital additions also include computer hardware and software capital 

projects in-progress that are allocated to AUF water and wastewater systems by 

Aqua America Attachment RMG-5 provides a listing of all pro-forma 

adjustments. 

Cash Working CaDital 

How was cash working capital calculated in this rate f ~ g ?  

AUF utilized the balance sheet method to calculate cash working capital. There are 

three components. The first component is current assets minus current liabilities 

h m  the 2007 average balance sheet at the state level times the applicable 

allocation percentage for individual water and wastewater systems. The second 

component is a direct assignment of the Regulatory Asset unamortized balance in 

those systems that have an applicable Commission order approving same. The 

third component is a direct assignment of the Deferred Debits unamortized balance 

in those systems where the Commission allows a multi-year amorti7ation of 

d e f d  maintenance. 

Does that conclude yoor direct testimony? 

Yes, it does. 
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Exhibit RMG-1 

Direct Testimony of Robert M. Griffin 
At Docket No. 080121-WS 

Attachment RMG-1 Listing of AUF water and wastewater systems included in filing. 

Attachment RMG-2 Schedule consisting of previously-approved Commission rate base 
audit adjustments recorded by AUF in 12/07 and corrected in 
2008. 

Attachment RMG-3 Reconciliation of AUF rate base balances as of December 31,2007 
to the 2007 Annual Reports to the Commission. 

Attachment RMG-4 Schedule of utility plant that resides at an AUF administrative 
location and is allocated to all Florida locations for purposes of this 
rate filing. Listing of the allocation factors utilized in this rate 
filing to allocate plant held at the administrative AUF location to 
all Florida locations. 

Attachment RMG-5 Listing of all pro-foma utility plant adjustments. 
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