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State of Florida 

DATE: JANUARY 19, 1999 
TO: DIVISION OF RECORDS AND REPORTING 
FROM: BARRY DAVIS, DIVISION OF WATER AND WASTEWATERHA 
RE: DOCKET NO. 980214-WS, APPLICATION OF UNITED WATER FLORIDA INC. 

FOR AN INCREASE IN WATER AND WASTEWATER RATES IN DUVAL, 
NASSAU AND ST.. JOHNS COUNTIES 

Please place the three attached letters and fax documents received concerning the above 
referenced docket into the appropriate docket file. Thank you. 

Attch: Letter received January 14, 1999 
Letter received January 15, 1999 
Letter received January 19, 1999 

cc: Division of Water and Wastewater (Hill, Willis, Crouch, Merchant) 
Division of Legal Services (Reyes) 



I Unitedwater 

January 11, 1999 

Mr. Marshall Willis 
Chief of Economic Regulation Bureau 
Florida Public Service Commission 
Division of Water & Wastewater 
2540 Shumard Oak Blvd. 
Tailahassee, FL 32399-0850 

Re: United Water Florida 
Proposed Agency Action 

Dear Marshall, 

Walton F. Hill 
Vice President 

Regulatorv Business 

United Water Management and Services 
700 Kinderkamack Road 

Oradell, New Jersey 07649 
telephone 201 986 4747 
facsimile 201 986 4996 

Mailing address 200 Old Hook Road 
Harrington Park, NJ 07640-1799 

Thanks to you and your Staff for taking the time to meet with us on January 6. I understand 
that good progress was made towards resolving the revenue issues. 

With regard to Issue No. 9 in the December 3 Staff Report, you should have received by 
FAX, letters from A. David Degann of AON Consulting, our consulting actuaries, and 
AnneMarie Lobred of Price WaterhouseCoopers, our independent auditors. These letters 
follow up our discussions two weeks ago and support our contention that it is not proper to 
reduce United Water Florida's rate base by the full amount of the FAS 106 Transition 
Obligation, because the full amount of the Transition Obligation is not currently recorded on 
the Company's books, therefore no such liability exists and it does not represent funds 
received from customers. The liability will be created as the Transition Obligation is 
amortized, less any Company funding related thereto. 

Moreover, the Company as part of Its unfunded obligation has already recognized $409,870 
as a rate base deduction, representing the Transition Obligation through 12-31 -99. 
Consequently, Staff's suggested adjustment duplicates the $409,870 rate base deduction 
that is already reflected on United Water Florida's books as shown below: 

- YEAR TRANS IT1 0 N 0 B L I G AT1 0 N GENERAL LEDGER CUMULATIVE 
INITIAL AS AMENDED ACCOUNT #242610 

1 213 1 195 $ 50,818 $ 31,156 $ 81,974 $ 81,974 
12/31/96 50,818 31,156 81,974 163,948 
1 2/31 I97 50,818 31,156 81,974 245,922 
1 213 1 198 50,8i a 31,156 81,974 327,896 
12/31/99 81,974 409,870 



This effect on United Water Florida of this double count will increase in future years as the 
credits to account 242610 continue. Please note that the 1994, 1995 and 1996 amounts 
have already been written off the books as a result of the PSC’s Order in the Limited 
Proceeding, and will never be recovered from customers. 

In addition, in connection with Issue No. 11 relating to accumulated deferred income taxes, I 
have attached pertinent parts of the 12-31-97 balance sheet of United Water Florida, which 
was also attached to our response to Exception No. 4 of the Staff Audit Report. This shows 
that the $5,692,331 of presumed DFlT which Staff recommends be included in capital 
structure at zero cost includes many items related to FAS 109 which are recorded as 
liabilities on the balance sheet but offset by identical amounts recorded as assets. This is 
consistent with the premise as expressed in our response to the Audit Report, that FAS 109 
deferred taxes are to be revenue neuirai. There are $4,107,361 of these offsetting assets 
and liabilities relating to FAS 109. As set forth in the MFR’s and in our response to the Audit 
Report, the only accumulated DFlT to be properly included in capital structure at zero cost 
are the amount supplied by customers and available for use by the Company; that is, the 
$1,799,425 related to liberalized depreciation. 

Attachments 

cc: J. Ade, Esq. 
R.J. lacullo 
G. FJloseky 
J. Schreyer 
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January 11, 1999 

Mr. Marshall Willis 
Chief of Economic Regulation Bureau 
Florida Public Service Commission 
Division of Water &Wastewater 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 

Re: United Water Florida 
Proposed Agency Action 

Walton F. Hill 
Vice President 

Regulatory Business 

United Water Management and Services 
700 Kinderkamack Road 

Oradell, New Jersey 07649 
telephone 201 986 4747 
facsimile 201 986 4996 

Mailing address: 200 Old Hook Road 
Harrington Park, NJ 07640-1799 

-. 
Dear Mars hall, 

Thanks to you and your Staff for taking the time to meet with us on January 6. I understand 
that good progress was made towards resolving the revenue issues, 

With regard to Issue No. 9 in the December 3 Staff Report, you should have received by 
FAX, letters from A. David Degann of AON Consulting, our consulting actuaries, and 
AnneMarie Lobred of Price WaterhouseCoopers, our independent auditors. These letters 
follow up our discussions two weeks ago and support our contention that it is not proper to 
reduce United Water Florida’s rate base by the full amount of the FAS 106 Transition 
Obligation, because the full amount of the Transition Obligation is not currently recorded on 
the Company’s books, therefore no such liability exists and it does not represent funds 
received from customers. The liability will be created as the Transition Obligation is 
amortized, less any Company funding related thereto. 

Moreover, the Company as part of its unfunded obligation has already recognized $409,870 
as a rate base deduction, representing the Transition Obligation through 12-31 -99. 
Consequently, Staffs suggested adjustment duplicates the $409,870 rate base deduction 
that is already reflected on United Water Florida’s books as shown below: 

- YEAR TRANSlTlON OBLIGATION GENERAL LEDGER CUMULATIVE 

12/31/95 $50,818 $ 31,156 $ 81,974 $ 81.974 
lNlTlAL AS AMENDED ACCOUNT #242610 

12/31/96 50,818 
12/31/97 50,818 
12/31/98 50,818 
12/31 199 50,818 

31,156 81,974 
31,156 81,974 
31,156 81,974 
31,156 81,974 

1631948 
245,922 
327,896 
409,870 
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_ _  This effect on United Water Florida of this double count will increase in future years as the 
credits to account 242610 continue. Please note that the 1994, 1995 and 1996 amounts 
have already been written off the books as a result of the PSC’s Order in the Limited 
Proceeding, and will never be recovered from customers. 

In addition, in connection with Issue No. 11 relating to accumulated deferred income taxes, I 
have attached pertinent parts of the 12-31-97 balance sheet of United Water Florida, which 
was also attached to our response to Exception No. 4 of the Staff Audit Report. This shows 
that the $5,692,331 of presumed DFlT which Staff recommends be included in capital 
structure at zero cost includes many items related to FAS 109 which are recorded as 
liabilities on the balance sheet but offset by identical amounts recorded as assets, This is 
consistent with the premise as expressed in our response to the Audit Report, that FAS 109 
deferred taxes are to be revenue neutral. There are $4,107,361 of these offsetting assets 
and liabilities relating to FAS 109. As set forth in the MFR’s and in our response to the Audit 
Report, the only accumulated DFlT to be properly included in capital structure at zero cost 
are the amount supplied by customers and available for use by the Company; that is, the 
$1,799,425 related to liberalized depreciation. 

Attachments 

cc: J. Ade, Esq. 
R.J. lacullo 
G. Moseley 
J. Schreyer 





January 8,1999 

Mr. Marshall Willis 
Chief of Economic Regulation Bureau 
Florida Public Service Commission 
Division of Water & Wastewater 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 

Subject: United Water Florida Rate Proceeding 

Dear Mr. Willis: 

Aon Consulting is the actuarial firm retained by United Water Florida to perform 
actuarial valuations relating to both pension and other post retirement benefits. Aon 
has been asked by Walton Hill to respond to a question on the reporting requirements 
relating to the FAS 106 transition obligation for United Water Florida. 

Since United Water Florida is amortizing its transaction obligation over a 20 year 
period, as permitted under FASlO6 paragraphs 110 and 112, the immediate 
recognition of the full amount of the transition obligation liability on the financial 
statements of United Water Florida is not required nor permitted with the use of the 
current methodology. The transition obligation liability is recorded on the financial 
statements of United Water Florida by the recognition of the annual amortization of 
the transition obligation which is included within the actuarial computation. 

You sincerely, e 
A. David Degann, FSPA, FCA, MAAA 
Senior Vice President & 
Senior Consulting Actuary 

ADD:clm 

cc: Walton Hill - UWR 

18928 

Aon Consdting. Inc. 
125 Chubb Avenue - Lyndhurst, New Jersey 07071-0629 tel: (201) 460-6700 fax: (201) 460-6999 
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