
State of Florida 

#ubIu &erbice QCommi$$btr 
-M-E-M-0-R-A-N-D-U-M- 

DATE: February 21, 2002 
TO: 
FROM: Patricia Brady , Division of Economic Regulation 
RE: 

Division of Commission Clerk and Administrative Services 

Docket No. 000242-WS - Request for acknowIedgment of transfer of receivership 
of Enterprise Utilities Corporation (Deltona) from Florida Water Services 
Corporation to Volusia County and cancellation of Certificates Nos. 316-W and 
2643. 

Please add to the docket file the attached Notice of Hearing and Final Report of 
Attorney Ad Litem regarding the Seventh Circuit Court Case No. 81-5258-CA-01. 

Attachments: (2) 
cc: Division of Economic Regulation (Willis) 

Office of General Counsel (Christensen) 
Division of Commission Clerk and Administrative Services (Security File) 
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CASE NO. 81-5258-CA-01 
DIVISION B 

IN RE: ENTERPRISE UTILITIES, INC., 

NOTICE OF HEANNG 

PLEASE TAKE NOTICE that on the 26th day of April, 2002, at 9:30 a.m.., or as soon 

thereafter as counsel may be heard, the Court will hear the Final Report of Attorney Ad Litem, in 

this cause before, and for the disposition by, the Honorable Edwin E.P. Sanders, at the Volusia 

County Courthouse, 101 North Alabama Avenue, Hearing Room 409, DeLand, Florida 32724. The 

time reserved for this hearing is 45 minutes. 

In accordance with the Americans With Disabilities Act, persons needing a special 

accommodation to participate in this proceeding should contact the individual or agency sending 

notice not later than seven (7) days prior to the proceeding at the address given on notice. 

Telephone: (904) 255-8 17 1. For hearing impaired individuals: Telecommunications Device for 

the Deaf (TDD): 1-800-955-8771 (TDD) or Florida Relay Service: 1-800-955-8770. 

THIS IS NOT A COURT INFORMATION LINE. 

I FOR YOUR INFORMATION 1 
C. Allen Watts 

C. Allen Watts 
COBB COLE & BELL 
FLA. BAR NO. 139759 
150 Magnolia Avenue 
Post Office Box 2491 
Daytona Beach, FL 321 15-2491 
Telephone: (904) 255-8 171 
Facsimile: (904) 238-7003 

032218-002 CWATTPSMTT: 00359453.W51; 1 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a copy of the foregoing has been fwnished by U S .  Mail to M. 
Bradley Luzack, Esquire, Sobering, White & Luzack, P.A., 558 West New England Avenue, Suite 
240, Winter Park, FL 32789; Matthew Guy Minter, Esquire, Assistant County Attorney, 123 West 
Indiana Avenue, DeLand, FL 32720-4613; Frank B. Gummey, 111, Esquire, Assistant County 
Attorney, 123 West Indiana Avenue, DeLand, FL 32720-461 3; and Patricia A. Christensen, Esquire, 
State of Florida, Public Service C@n"mssion, 2540 Shumard Oak Boulevard, Tallahassee, FL 

D 
32399-0850, this "7 day of f- ~ : g R c / f i ~ . r  9 2002. 

Attorney 

032218-002 : CWATTPSMIT 00359653.W51; I 2 



1 FOR YOUR INFORMAION I 
I 1 ~ C.AllenWatts 

I IN RE: ENT- S, INC., 

IN THE CIRCUIT COURT, SEVENTH 
JUDICIAL CIRCUIT, IN AND FOR 
VOLUSIA COUNTY, FLORIDA 

CASE NO. 81-5258-CA-01 
DIVISION B 

FINAL REPORT OF ATTORNEY AD LITEM 

C. Allen Watts, the duly appointed Attorney ad Litem for ratepayers of Enterprise Utilities, 

makes his final report to the Court upon the Receiver's petition for discharge, as follows: 

1. The undersigned was duly appointed by Order of the Court on April 15, 1999, and 

filed his oath on April 20, 1999. 

2. On February 14, the Court entered its Order allowing withdrawal ofthe Receiver, now 

known as Florida Water Services Corporation, to withdraw as receiver and appointing the County 

of Volusia as successor Receiver, reserving any jurisdiction of the Court over matters of final 

accounting. 

3. The undersigned has carefully reviewed the accountings previously filed under oath 

by the Receiver in this cause. He has further compared them with the annual reports filed by the 

Receiver with the Florida Public Service Commission and found them substantially in accord. Based 

on those accountings, it appeared that there are or may be substantial funds remaining in the hands 

of the Receiver in respect of contributions in aid of construction, deductions from earnings on 

account of depreciation, and cumulative retained earnings. 

4. The Receiver has disputed that any funds are or should remain on hand, and has 

provided the undersigned with an additional accounting styled an "Income Statement Cash Basis". 

A true copy of said Statement is attached as Exhibit A. The undersigned has concluded that the 

additional cash accounting, assuming its veracity, is the most reliable record upon which to 

determine whether there are or may be any substantial funds remaining in the hands of the Receiver. 

032218-002: CWATT/PSMIT:00359011.W51: 1 1 
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Subject to the matters as to which no proof has been submitted by the Receiver as more particularly 

set forth below, the undersigned reports: 

a. For each year of the receivership by Deltona Utilities Corporation, now known as 

Florida Water Services, he has computed the sum of all cash received by Enterprise Utilities, 

including revenues from residential and multifamily customers, service charges, sale of property, and 

contributions in aid of construction. 

b. From that sum, he has deducted the expenses of operations and maintenance, taxes 

other than income taxes, the cost of water purchased by the Receiver from itself, the cost of interest 

and other miscellaneous expenses. He has not deducted as an expense the sums claimed by the 

Receiver as "capital expenditures'' because these sums represent investment of capital rather than 

an expense. 

c. The surplus of cash revenues over cash expenses from 1982 to the time of turnover 

of the insolvent Utility to Volusia County is $3 16,398. From that surplus, the Receiver has made 

cumulative capital reinvestments of $65,2 1 0, leaving a cash balance of $25 1,188. 

d. The undersigned has not included, in his calculation of capital investments, any 

adjustment for income of $166,859 claimed by the Receiver on account of contributions in aid of 

construction in 1986, and capital expenditures of $300,066 claimed by the Receiver in that year, 

because: 

( 1 )  The accountings filed by the Receiver with the Public Service Commission are in 

conflict, in that the1986 filing shows a cumulative total of contributions received in aid of 

construction (net), at the end of 1986, in the amount of $32,419. However, the 1987 filing shows 

that at the end of 1984, the Receiver held a cumulative total of contributions in aid of construction 

in the amount of $1 8 1,864. 

(2) The accountings filed by the Receiver with the Public Service Commission are in 

conflict, in that the 1986 filing shows a cumulative total of utility plant in service (without allowance 

for depreciation), at the end of 1986, in the amount of $1 5,333. However, the 1987 filing shows that 

032218-002 : CWAITPSMIT : 0035901 1.W51; 1 2 
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at the end of 1986, the Receiver held a cumulative total of utility plant in service (without allowance 

for depreciation) of $3 14,297. Copies of the accountings for 1986 and 1987 are attached to this 

Report as Exhibits B and C, respectively, and the respective entries are at page F-4 of each such 

Exhibit. 

(3) Marshall Willis is Bureau Chief of the Division of Water and Wastewater, Economic 

Regulation, of the Florida Public Service Commission. He testified by deposition in this cause on 

January 24,2000. Therein he stated, at page 22, line 14ff., that in 1982 the Receiver filed for a "staff 

assisted rate case" which was completed by Order of the Commission issued on May 19, 1986; and 

that the changes in capital of the utility did not , in any substantial part, represent actual capital 

invested by the receiver but rather a reconstructjon of the value of the utility plant in the hands of 

its former proprietor, in order to support a rate increase. A copy of the deposition of Mr. Willis is 

attached to this report as Exhibit D. 

e. The undersigned has not included as a cash expense any "provision" for state or 

Federal income taxes. The Receiver has failed to report, on its ''Income Statement Cash Basis", the 

actual expenses of the insolvent Utility for state or Federal income taxes, but has claimed a 

"provision" of $18,292. The Receiver has failed to report the existence or nonexistence of a net 

operating loss carryforward of the insolvent Utility at the time the Receivership commenced. In 

addition, from 1992 the Receiver states that it accounted for the insolvent Utility on a consolidated 

basis with those other utilities actually owned by the Receiver. The undersigned is therefore unable 

to identify, from the provided records and accountings of the Receiver, the actual income tax 

liability, if any, of the insolvent Utility, and recommends that the same be disallowed for want of 

proof. 

f. The undersigned has not computed any expense or allowance for overhead or profit 

of the Receiver. The Receiver has claimed, on its "Income Statement Cash Basis", an allowance for 

"Overhead and Profit" consisting of 10% of the gross revenues of the insolvent Utility, or $1 65,992. 

(1) No such compensation has been sought by the Receiver or allowed by the Court. 

032218-002 CWATFPSMIT: 0035901 1.W51; 1 3 
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(2) Ordinarily, the compensation of a regulated Utility is based upon a reasonable rate of 

retum on its invested capital. It appears from the cash accounting supplied by the Receiver that it 

has invested no capital of its own in the insolvent Utility. 

(3) It further appears that as a major part of the revenue upon which the Receiver has 

computed its “overhead and profit”, the Receiver purchased from itself, on behalf of the insolvent 

Utility, water at an aggregate value of $396,626 at its approved rate, inclusive of a reasonable rate 

of retum under its approved tariff. The allowance of a second recovery of overhead and profit based 

on revenue from resale of the same water is duplicative. 

(4) It further appears that the Receiver has purchased contractual services from itself at 

prices the fairness of which cannot be determined, but which presumably included adequate 

provision for overhead and profit. 

( 5 )  The Receiver has from 1992, inextricably merged the insolvent utility’s accounts with 

its own and exercised dominion as if the insolvent utility were the Receiver’s property, with the 

result that the undersigned in unable to determine the extent to which the Receiver has already 

compensated itself. The undersigned is further unable to determine whether, either before or after 

the Receiver’s consolidation of the insolvent Utility’s accounts with its own, any of the expenses of 

the insolvent Utility were combined with the expenses of the Receiver for purposes of supporting 

its rates and charges in the adjoining Deltona service area.. 

4. The attorney ad litem, having completed his assigned tasks, respectfully requests that 

the Court order the Receiver to pay over to the County of Volusia, for credit to the ratepayers of 

Enterprise Utilities only, the sums found to be the property of Enterprise Utilities upon the law and 

the evidence. 

5 .  The attorney ad litem further prays that reasonable compensation be awarded from 

the assets or from the compensation, if any, of the Receiver for the time and expenses incurred by 

the attorney ad litem in investigating and correcting the Receiver’s accounting on behalf of the 

032218-002 CWATTFSMIT : 0035901 I .W51 1 4 



ratepayers. In the alternative, the attorney ad litem prays that reasonable compensation be awarded 

from the Utility for the benefits procured on its behalf. 

COBB COLE & BELL 

C. Allen Watts 
FLA. BAR NO. 139759 
150 Magnolia Avenue 
Post Office Box 2491 
Daytona Beach, FL 321 15-2491 
Telephone: (904) 255-81 71 
Facsimile: (904) 238-7003 

STATE OF FLORIDA 

COUNTY OF VOLUSIA 

Sworn to and subscribed before me this//& day o f d &  ? 2002, by C. ALLEN 
W A T T S ,  w h o  i s  p e r s o n a l l y  k n o w n  t o  me4- c e d  

Print: 
State of Florida At Large 

My Commission Expires: 
TitleRank: 
Commission Number: 

Patricia T. Smith 
MY COMMISSION # CC741118 UPIRES 

May 30,2002 
BONDED THRU TROY FAtN INSURANCE, INC 

032218-002 : CWAITPSMIT: 0035901 1.W51; 1 5 



CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a copy of the foregoing has been furnished by U S .  Mail to M. 
Bradley Luzack, Esquire, Sobering, White & Luzack, P.A., 558 West New England Avenue, Suite 
240, Winter Park, FL 32789; Matthew Guy Minter,Esquire, Assistant County Attorney, 123 West 
Indiana Avenue, DeLand, FL 32720-4613; Frank B. Gummey, 111, Esquire, Assistant County 
Attorney, 123 West Indiana Avenue, DeLand, FL 32720-461 3; and Patricia A. Christensen, Esquire, 
State of Florida, Public Service Commission, 2540 Shumard Oak Boulevard, Tallahassee, FL 
32399-0850, this // day of ,Gf &&++A ,2002. 

Attorney 

032218-002 CWA'ITPSMIT ' 0035901 1.W51; 1 6 



SOBERING, WHITE & LUCZAK, P.A. 
ATTORNEYS AT LAW 

M. BRADLEY LUCZAK 
ROBERT B. WHITE, JR- 

20 1 SOUTH ORANGE AVENUE 
S U I T E  IO00 

ORLANDO, FLORIDA 32130 i 

TELEPHONE (407) 4254305 

TELECOPIER (407) 4254304 

December 19, 2000 

C. Allen Watts 
Cobb Cole & Bell 
150 Magnolia Avenue 
P.O. Box 2491 
Daytona Beach, Florida 321 15-2491 

BARRY J. S O B m G  
OF COUNSEL 

RE: Enterprise Utilities 

Dear Allen: 

Reference is made to my letter to you dated August 9, 1999, a copy of which is enclosed for your 
reference. In this regard: 

1.  
January and February of 2000. 

Attached please find.a cash basis report for the fiscal year 1999 and the period consisting of 

2. The attached report supplements the report that was attached to my August 9, 1999 letter. 

3. 
and accounting) incurred by Florida Water with respect to Enterprise. 

Please note that the attached report does not include outside professional fees (legal, engineering 

If you should have any questions regarding the foregoing, plea,se call me. 

Sincerely yours, - 
hq -5- v-- 

M. Bradley Lu ak 

cc: Carlyn Kowalsky 
Jim Perry 



3,121 362,092 3 , f M  368,278 
111,$41 ~,614.516 101.220 39.286 1,755,032 

Total Operating Income (Loss) 27,375 (121,451) 3 5 , W  (9229) @5,1l2) 

. h)etIn"e 

Prepared by: B. Bilinski 
WUl-00 
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M. BRADLEY LUCZAK 
ROBERT 8. WHITE. JR. 

BAfZRY J. SOBERING 
OF COUNSEL 

SOBERING, WHITE & LUCZAK, P.A. 
ATTORNEYS AT LAW 

20 I SOUTH ORANGE AVENUE 
SUITE 1000 

ORLANDO, FLORIDA 3280 I 

TELEPHONE (407) 425-4305 
TELECOPIER (407) 425-4304 

CURTIS N. FLAJOLE 
PATRICIA A. LAD.4N 

SALLY R. MURRAY 

August '9; 1999 

C. Allen Watts 
Cobb C o l e  & Bell 
150 Magnolia Avenue 
P.O. Box 2491 
Daytona Beach, Florida 32115-2491 

RE : Enterprise Utilities 

Dear A l l e n :  

W i t h  regard to t h e  receivership accounting, please note t h e  
following: 

1. 

2 .  

3 .  

4 .  

5 .  

As we previously discussed, t h e  repor t s  f i l e d  with t he  Court  w e r e  
derived from those f i l e d  with the FPSC for the Enterprise system. 
The r epor t s  f i l e d  w i t h  the FPSC were prepared for regulatory 
purposes , in accordance with IINARUC". 

Based upon our previous discossions, t h e  reports probabl should 
have been prepared on a cash basis f o r  t h e  purposes of t rl e 
receivership. 

I n  order t o  give you, t h e  Court and the  customers of Enterprise 
Utilities a better picture of t h e  finances of E n t e r p r i s e  
Utilities, Florida Water has revised the reports into a cash basis 
accounting. 

Attached please find the cash basis reports. 

We look forward to meetin w i t h  you on August 25 to discuss t he  

basis accountings into a cash basis and t o  answer any questions 
that you may have regarding any of the  revenue or expense items. 

- -  If you should have any questions regarding t h e  foregoing, please 

methodology used by F l o r i  3 a Water to convert the prior  regulatory 

c a l l  me. 

Sincerely yours, 

cc: Carlyn Kowalsky 
Jim P e r r y  
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&elllids 
misc. suppfies & exp. 
insu;ance 
mkc. supplies & e-. 
Tob? OperaSon Expenses 

Waste 
Water 

$7,142 
14,966 

1,552 
22203 

173 
1,007 

$34.828 

7,845 

$3,346 supervisim 2nd engineering 
a80 maintenance of Ireahtent plant 
482 maintenance of d e d a g  

Z,81 U 
5,174. 

mainknabwe of cL%i plant 

$0 
0 
0 
0 

S 12,632 Tdal Pknt Mainte'la.1ce $0 Total General ExpEnse 

Total 0 8 P4 Expense - Water 52C ,259 € ! & l ~ ~ ~ A c ; c o u ! -  

$1,887 
31 0 

TobI Cvstorner Account Expenses $2,197 

wministrat'rre and GXEE~ Exp enseg 

- Total Water t k  Sewer Expenses: a & g salaries 
office supplies 2nd Q%H exp. 
contrxtual serv-ras 
m-sc. 
insurance 

$1,919 
473 

2,969 
1,613 

276 . .  

Titat A & G Expenses $7233 . 

$44275 
P 

Total Sewer 0 8 M Expense 

Crea'd By: J.Perry 
Dats : 3/99 
File Narne: enlerprise 

Source of Dah: FPSC filed reparts 



Was Ce 
Water Description Descriptio q Water 

Sewer 0 8 M Plant Operation & Maintenance 
I 1  

salaries and w a p s  emptoyees 
contractual sm'c2-s 
power purchased I sludge iemoval 
chernkals 
misc, suppli~?~ 8 exp. 
hsmnce 
mix. 

Total Operation Expenses 

sdmks and wages 
purchased water 
ch emlcals 
supplies and expenses 
conlnctmt services 
insurance 
misc. 
Tobd Pimt CXkl 

$10335 
122% 
6,110 

227 
3,115 

2 6 3 .  
3 

$32339 

$6,542 
0 
0 

1,913 
3.677 

14 f 

513.955 
1 .ea2 

Genera1 Expenses 

supervision 2nd engkeering 
maintenance d treatment ptan t 
maintenance of collech'ng 
maintenance of other plant 

so 
0 
0 
0 

a8g salwies 
office supplies and exp. 
insunnce expense 

cantradual services 

' . 
misc. geiI0,ral axp. 

$4,583 
794 
581 

3,114 
1,355 

Tctal Pknt Maintenance Total General Expsnse $10,427 

Total 0 8 M Expense - Water $24,382 

acmunting and co!le.ztion 
uncollesb'ble accown!s 

s 1,722 
523 

Total Customer Account Expenses $2,245. 

a & g salaries 
o h  supplies 2nd other exp. 
outdde services empbyed 
miSC. 

[nsurancs 

$2,6= 
427 
775 

1.781 
332 -- 

a Total Water 8. Sewer Expenses: 

-1 

Total A & 0 Expenses $5,937 

Tobl Sewer 0 & M Expense W,391 

Creafed 8y: J.Perry 
Date : 3% 
File Name: enwrise 

Source of Osta: FPSC bled reports - 



SoWng,White and Luczak,PA 

Legal Fees for Enterprise 

Oale M A!" 

511 9M 999 28948 $148.51) 
3/31 999 2421 6 544.50 

4/14/1999 26878 4 6.50 
ZI 7M 999 23438 1,06829 

$1,777.79 

12/31 [I998 21003 5,546.50 
1111 111998 1824 . 735.62 
9mji993 l!XM 2,576.00 
8/19/1998 13303 745.m 
6J17I 1 998 10351 2,198.50 
5/2811998 9343 873.61 

$12,675.31 

Total $14.453.10 

File Name: Legal  
Cre~.t4:5.'26/99 
Crezted By: J.Perry 



I 1 CLASS T” 
* -1 

WATER and/or  SEWER UTILITIES 

OF 

Enterprise U t i l i t i e s  Corporation 
P.  0.  Box 309 
Deltona, FL 32725 

FOR THE 

3 1 6  2 6 4  

YEAR ENDED DECEMBER 31, 1 g 8 L  3 

Form P S C / W A S  6 ( R e v .  1 2 / 2 2 / 8 6 )  



1 
1 I 

I 
I 
12. 
I 
I 
13. 
I 
I 
t 
14. 
I 
I 
15. 
I 
I 
16. 
I 
I 
17. 
I 
I 

HJ 18. 
I 
I 
I 
I 
I 
19. 
I 
I 
I 
I 
I 
110. 
t 
I 
I 
I 
1 
I 
I 
I 
I 
I 
1 

mepare t h i s  report in mnformity w i t h  the 1984 N a t i o n a l  Association 
of Regula- Uti l i ty  Cmnissioners uniform System of ~cccrunts for 
water &/or S- U t i l i t i e s .  

Interpret a l l  accounting m r d s  and pxases in accordance w i t h  the 
U S A .  

cunplete each question fully and accurately, men if it has been 
answered in a previous annual report. 
it truely and ocmpletely states the fact. 

Enter  the wrd ""e" where 

Fbr any question, sect ion,  or p g e  which is mt wlicable  to the 
res&&t enter the mrds "Not A&plicable"* 

Where dates are called for, the mth and day 
well as the year. 

All schedules requiring dollar entries should 
nearest dollar. 

Cmplete t h i s  repart ly means which result 
as by typwriter. 

Do rJot a n i t  any pages. 

should be stated as 

be rounded to the 

a permnent rmrd, 

I 
I 
1 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
1 
I 
I 
I 
I 
I 

Sudd 
I 
1 

If there is ilot emugh nrxn cn any schedule, an additional page ar 
pages my be added provided the format of the added sdhedule mat&- 

I 
1 

the fomt of the sdhedule w i t h  rot emugh m. Su& a schedule 
should reference the appropriate s&edules, state  the mm of the 
utility, and state the year of the report. 

1 
1 
I 
1 

If it is necessary ar desirable to insert additional statements far 
the pzrpose of further explanatim of schedules, such statemen- 
should be d e  at the bottcm of the page ar on an additional page. 
Any additional pages should state the  me of the Utility and the 
year of the repart, and reference the appropriate schedule. 

a he report m u i d  be filled cxft in quadruplicate me original and i 
b m  wpis returned by Mar& 31 of the year follcwiq the date of the I 
report. The rep% Should be returned to: I 

1 
Florida public S e n i c e  Ccmrus sion 
Divisim of W a t e r  and Sewer 
101 Bst G&es S t r e e t  
Talldussee, Florida 323994873 



I 
I 

I L m O K T  OF 

7 E n t e r p r i s e  Utilities Corporation 
c 

( E x a c t  "-E of utility) 

c/o Deltona utilities, Inc . ,  Receivers 

3250 s . W .  3rd Avenue, M i a m i ,  Florida 33129 Dade 
( A e e s s  j (county) 

Telephone N u m b e r  (305) 854-1111 Date Utility First Organized: Unknown 

Check t he  b i n e s s  ent i ty  of the bkility as f i led  with the Internal  Revenue Service: 

Lccatim where books and raxrds &-e Iccatd: 3250 s . W .  3rd Avenue, M i a m i ,  Florida 33129 

R e p o r t  every corporation or persm CXJning or ho1Cr-g directly or indirectly 5 percent or mre 
of the w i n g  securities of the reporting u t i l i t y :  

I Perceiit I I salary I 
I m.ership In I I charged 1 

N W  1 Util i ty  1 Princim Business n e s s  I utility I 
I I I 



mIUTy. Ma: E n t e r p r i s e  U t i l i t i e s  Corporation 
Deltona Utilities, Inc., Receivers 

I--- -- -I--- I- d I -- 
I 
I 
I 
I 
I 
I 
I 
i 
1 
I 
i 
1 
1 
1 

I 

I 
I 
I 
t 
/ 
I 
I 
I 
I 
I 
1 
I 
I 
I 
I 
: 
I 
I 
i 
1 
! 

! 
! 
I 

I 

! 

I 

I 
I 

I I 

t 

Assets: 

----Id 
Util i ty  P h t  In Service (101405) 
A r u m l a t d  Depreciaticn and 

Liabilities And capital: 
3 

------- I - -  

partnership only)  (218) 

I 
I 
I 
I 
I 
I 
I 
I 
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
t 
I 
1 
i 
I 
I 
I 
1 
I 
I 
t 
I 
I 
t 
I 
I 
1 
I 
1 
I 
1 
t 
1 
i 
I 
I 
I 
1 
I 

I 

13,110 

1 438 

I I 
F-5,W-l,S-l I $  - 15,333 I $ - - - - - -  

I 
I 

1 

I i 
2,147 E'-5 ,W-2, S-3 I 

I $  32,419 I $  32,790 
I I 
1 I 
f I 
I I 

F-6 
F-6 

. ----I-. - - - - - - .  

F-4 VOID 



I ~~~~ m: E n t e r p r i s e  ut i t ies ,  corporation 
I I Del tona  Utilities, lnc., - Receivers 

I - - - -  
IBalanCe 

. I  

I 1 I 

F-6 



I - I I I 
I $  12,249 I $  4,750 I $  16,999 
I i I 
I s  Is I S  

- - - - - -  i c - - - - c  I ------ I ------ - - -  I 7,250--- I 23,799 1 16,549 
I 1,210 1 --430--- I 1,670 

I '  22,129 I s  6,790 I' 15,339 

A_---- 

- - - - - -  ------ 
I I I 

' I  I I 
-1 I 1 

ADDITICNS 'ID ~ E W T I O N S  IN AID OF C O N m f C N  DJRINS YEAR (CREDITS) 
, 

R e p o r t  belm a l l  developers ar contractors I Indicate I I I 
agreerrents f m n  which Cash cx property was 1 "Cash" or 1 1 .  1 
r e c e i v d  during the year. I "Property" I Water I sewer I 

-I- - I  I- - 1  

I S  
I 

I 

I 
I 
I 
I 
I 
i 
1 
I 
I 
I 
I 

I 
cccc-- 

1,500 1 
- - - - I -  

------ 
1,000 1 

I -cc--- 

! 
I 
f 2,500 

I . - 
F-8 

d 
t 

V O I D  



w i s e  Utilities Corporation I YEAROFREF'OHT I 
I DECEMBER 31, 19 - 86 I I 

UTILITYNAME: Pn 

Deltona U t i l i t i e s ,  Inc . ,  - Receivers I 

SCHEDULE 'B' 

SCHEWLE OF CAPITAL SI'RUCTU€?E ADJUSTMEWE 

I t  I I I I I I 
1 1 I I I I Cagitd I 
I I I I I I Structure I - 
I I Per I I I I  US^ for I 
I I BO0)c I Nm-utility1 Non-juris. I Other (1) 1 AFUDC I 
1 Class of Capital I klance 1 Adjustments1 Adjustments! Adjustments1 Calmlatian1 
I (a) I (b) 1 (c) t (a) I (e )  I ( f) I 
I I I I 1 I I 
I I I t I I .  I 
I- Equity I$ I $  I$  i s  
!Preferred Stock 1 I I I 
h m g  Term D e b t  I I I I 
Icu~taner Deposits I 1 I 1 
ax credits - Zero cost1 l 1 1 
ax C r e d i t s  - Weighted I I 1 I 

1 cost of C a p i t a l  I I I 1 
IDeferred In- Taxes I I I t 
lother ( E x p l a i n )  I I 1 I 
I I -1 -I - I 

I $  N/A I$ I S  IS 
I I I I 

3 
1 
I 
I 
I 
I 
1 
I 
I 
I 
I 
f 
I 

I I 1 I I I '  1 

- (1) Explain hlm all adjustments made in Column (e): 

I 1 

I 
t 
I 
I 
I 
1 

.13 
I 
I I 
I I 



I 

;,TLLIW Wd:: Enterprise Ut i l i t i e s ,  Corporation 
Deltona Ut i l i t i es ,  I n c . ,  - Receivers 



-.- 

Enterpr 2 Utilities 

Enterprise Water System - -  
' V T I L I p N A M E :  

L I 

sym NAME: -7 

I 
- - - - I  

-1 
-I 

--- 
--- 

785 I i 
7/TG- - - I ------ I 

I ------ 1 
---.-I-.. 

1,070 

I - ----- 

I 

' I  
1 
I 
I 
I 
I 
I 
I 
I 
I 
1 
1 
I .  

I 

I 101553* 1 
I I 
I i 

1 

I I 
I f 

I-- for Year 14,311 
I 
I 1 I I I 

I * Not adjusted for  cancelled bills 91 ! 
Irf water is plc~~sed for resde. indicate the following: 
I Verdor  Deltona Utilities 
1 P o h t  of delivery 
I 
1If water is sold to other wter utilities for redistributicn, list rrames of such 
I utilities'below: - 

N o t  Available (Feet)  - 



0 I 

Uti l i ty  Name Enterprise Utilities 
-7 - 

I I 
~ R C E  OF mpm. Not Applicable 

OTHER Sr'STDI INFOR-IPITICXIJ 

I Furnish information belm fca: ea& systan Ty3t physically m e c t e d  with I 
I another facilitf. A separate page should be supplied *re nxessary. I 
L 

I a t  
I 
I 
I 
I 
1 
I 
I 
I 
I 
I 
1 
I 
1 
I 
1 
I 
I 
I 
t 
I 

1. 
2. 
3 .  
4. 

5. 

6 .  

7. 

8. 

9. 

I t  II I 

I 

- - - - - I C - - - - - - - - - - - -  

k s t h t e d  annml increase in EX'S * 
List fire fighting facilities and capcities 
thouqhout the S/D Assume 500 GPM with a durZtioT of-four-hours .  

Tkere-are three L31 F_Le-Hydalhts 

- - 1  
I 
I 
I 

I- 
I 
I * ERC = (Total G a l l o n s  Sold / 365 days) / 358 Gallons €'a Day 
I 



WYLITY "li: Enterprise Utilities Corporati'on 
D e l t o n a  Utilities, I n c . ,  - Receiver 

1- t 
I I 

t (4 1 (b) 

\ A c e .  \ 
I No. I Account  

J 354 l~tructures ard Improvements 
I 368 ICollection Sewxs - E'orce - 
\ 361 ICollection Sewers - Gravity 

lAverage 
1 Service 
Iufe  in 
I Y e a r s  
I (c> 
I 
1-25- 
I 

363 
364 
365 

I t Installations I I %I 
\ 370 IReceivhs Wells I 1 --- -I---- I - -  

I I 

I I l94u.i-t 

1- I I 

%I I I I I 
I I ------ I ------ 1 ------ I ------ I ' e-- 

- I C  

I 
----1- I 

I ------ I ------ I 
I ------ I ------ 
---e-- ------ 

--- - - - % i  - - - -% i  - I - - - -  

%I %I 

t 
I 

1,606 
1 

i s  498 
I 

I N/A I $  1,108 
I 1 I 

I I I I 1 I I 



-.- 

I Marholes - 



Locat ion 

L i E t  Station No. 

Pump 
Make or T y p e  and 
Nameplate Data of Pump 

Year 1 ns t a l  led 

Rate Capacity GPM 

Size 

ENTERPRISE U T I L I T I E S  
1986 

Page S-4 

EXHIBIT f l  

PUMPING EQUIPMENT 

Power <, 

Arrowhead 
Trai 1 

1 

I-ABS 
Piranha 2~ 

40 

2 H . P .  

S t one 
Trail Trail 

Ket t ledrum 

2 3 

1-ABS 1 Peabody 
Piranha 2W SE-54  

40 

Warrior Horseshoe 
Road Road 

4 5 

1 Peabody 2-Gorman 
SE-54 RuPP 

2 H.P. 0.5 H . P .  0.5 H.P. 



* 
I 

. ?  % . 

i . !  . .  .- r' 

CLASS 'C" 

WATER and/or SEWERxUTILITIES 
(Qoss ReverueofLessThan$15opooEa~ 

ANNUAL REPORT 
OF 

WS067 W 6 4  
ENTERPRISE UTILITIES CORPORATION (DELTONA 
3250 S.W. THIRD AVENUE 
MIAMI, FL 33129 

316W 2645 

FOR THE 
87 YEAR E N D E D  DECEMBER 31, 19 - 



3 

II. 
I 
I 
12. 
I 
I 
bm 
I 
I 
I 
14, 
I 
t 
Is .  
I 
I 
16- 
I 
1 
17. 
I 
1 
18. 
I 
1 
t 
I 
t 
19. 
1 
1 
I 
I 
I 
110. 
I 
1 
I 
I 
t 
I 
1 
1 
1 
I 
1 

Prepare this r e p r t  in catfannity w i t h  the 1984 Naticnal hmcdatim 
of Regula- Uti l i ty  (r2rrmissim-s Uniform man of -ta far 
~ t e r  ad/= w Utilities. 
Interpret all 
U S X .  

acrrplete each 
anmered in a 
it truely and 

question fully and accurately, even if it has keen 
previous m u a l  report. 
ixxrpletely states the fact. 

Enter the e "m" where 

Where dates are called for, the mth and day should be atat@ M 
w l e l l  as the year. 

All sdxdules  requiring dollar entries should b muded to the 
nearest dollar. 

i 
1 
I 
I 
1 
I 
I 
1 
1 
1 
I 
t 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Cb-rplete t h i s  repart by "s which result in a px"mt record, SU&I 

as by typewribx. 

If there is mt emugh roa~l cn any sdxdule, an a d d i t i d  pge OC 
pages my be added prcwided the fmt of the added schedule mat- 

1 

the f o m t  of the schedule with mt maqh rum. Such a sdsedue 1 
should reference the awropriate s&edules, state the of the 1 
u t i l i t y ,  and state the year'of .the reprt. I 

- I  

the puxpose of further explanatim of schedules, I 

Any a6di t icml pages should s ta te  the m of the ~ l i t y  arrd the I 
year of the report, and reference the aapropciate schedule. T I  

I 
The report: slmuld be filled d ~ ~ t  in quadnqlicate and the a r i g i r n l  I 
t w  c o p i s  returned by M ~ ~ C I - I  31 of the year  fo1lcwir-q the of the I 
repart. The repart should be returned to: I 

I 

If it is necessary ar desirable to insert additional statenrrrts fur 

h u l d  b~ mde at the b t t a n  of the p g e  ar m an additim F g e .  

1 

! 
such statgnents 

Florida Public Service Onmissim 
Divisim of Water and sem 
101 East Gaines S*treet  
Tallahassee, Florida 3239+0873 



. 

ENTERPRISE UTILITIES CORPO- 
-- ( ~ s c a c t  n ~ r e  of utility) 

T e l e m e  N u n k e r  (305) 854-1111 Date U t i l i t y  F i r s t  Organized: U"0WN 
\ 

1 1 1 I sa l a ry1  
I 1 I I charged I 
I N a  - I  T i t l e  
1 1 

I report: I VICE-PRESIDENT 
I DEBORAH SWAIN I CONEROLLER - - I 

I - -  I ---I--------- 

- - - - - -  

I 
I 
1 
I 
I 
I 
I 
t 
I 
t 
I 
I 
I 
I 

F- 2 



I 

ENTERPRISE UTILITIES CORPORATION 
DELTONA UTILITIES, INC.,RECEIVERS NAME: 

-\ 

I 
I 
1 
I 
1 
I 
1 
1 
1 
I 
1 
I 
1 
I 
I 
I 
I 
I 
1 

I 
1 
I 
t 
I 
I 
I 
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

' X .  'd. 1 

. .! 

I 
-:** -7 

I 
I 
t 
I 
I 
I 
I 
I 
I 
I 

- - -  --cc----- ~ .---, 
other Liabilities 

I 
I 
1 

1 

- - - - - - - - - -  mtribut ions In Aid of 
---IC--- 

cOnSt"iCn - Net (271-272) 
T o t a l  Liabilities And Capital I _ _ _ _ L _  I 

I $  236 ,773  
I 
I 
I 
I 
f s_ - - - - c F-6 

F-6 
-ccc-- 

I 54,291 
F-6 1 - - E 4 , 6 9 3  

I 
F d  I 

-I 

I 
I S  39 , 698 

F-6 Is, - - - - 
1 - - ,%EL 
I ----a- 
i - - -  - 804- 
I ------ 
I 5,030 

F-8 

i 
I 
I 
I 
I 
I 
I 
I 
I 
t 

180,039 

236,771 

I 
I 
1 '-. 
I 
I' 
I 
I 
I 
I 
I 
I 
I 
I 
f 
1 
I 
I 
I 
I 
1 
I 
I 
1 
I 
I 
I 

- I C - - -  

I _- - - - -  
I 
I 181 ,864  
I 
IS 2 4 2 , 6 6 9  
1 

I 
I 
I 
t 
1 
I 
1 
I 
1 
I 
t 
I 
I 
1 
1 
I 
I 
1 
I 
I 

1 I I 

F 4  



-3 

ENTERPRISE UTILITIES CORPORATION 
1987 ANNUAL REPORT 

EXHIBIT A * ATTACHED TO PAGE-F-5 
ACCUMULATED DEPRECIATION AND AMORTIZATION OF UTILITY PLANT 

Credits t o  Accrued Depreciation 
and Amortization 

Less Amortization of Contributions in 
A i d  of Construction (1) 

Depreciation and Amortization expense 
Schedule F-3 

NOTES : 

(1) Accumulated Amortization 
per Schedule F-8 ,  1987 

Less: Accumulated . h o r t i z a t  ion 
per Schedule F-8, 1986  

Amortization f o r  1987 

WATER 

$6,578 

SEWER 

$ 4 , 2 4 6  

(6 ,162 )  ( 1 , 2 1 3 )  

WATER - SEXER 

$53, a m  $ 2 2 . 4 9 5  

4 7 , 7 2 6  2 1 , 2 8 2  

( 2 )  Dif fe rence  or' $ 2  from Schedu le  F-3 
Due to rounding 



I 

ENTERPRISE UTILITIES CORPORATION 
- “ m : m  

I 
- -  . 

I 
- 

1 clxrrcn I Preferrd I I 
I 
I I I 1 

1 Stock I Stock I 

I ------ 
I ‘\ 
I I - ----- 

I I AFPropriatd Appropriated1 
I 1 I I 

I 

1 proprietarl I 
’ I orpartner1 Partner I 

1 
I 
I I I 1 

i s  NONE I$ NONE I 
I I I 

I Balance end of year 
1 
1 I I I 

- - * - - - - - - - - - - - - - - - - -  



. 

” Y 1 

ENTERPRISE UTILITIES CORPORATION 
1987 M A L  REPORT 

EXHIBIT B - ATTACHED TO PAGE F-7 
TAXES ACCRUED 

Total Taxes Accrued 

Out of Period Adjustment 

Taxes O t h e r  Than Income 
p e r  Schedule F-3  

WATER . SEWER 

$ 1 , 0 4 9  $748  

$ ( 8 7 )  ( 6 8 )  



' I  Y 

I ENTERPRISE UTILITIES CORPORATION 
* UI'ILITY NAME: DELTONA UTILITIES, I N C .  &?XF.TVFfi 

I 
I 
1 
I 
I 
I 
1 
1 
1 
I 
1 
1 

I 
1 
I 
1 
I 
1 
I 
1 
l e  
t 
I 
I 
I 

I $  138,173 
I 

I P I - I  

I S  I 
1 

Is 
1 I 
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ENTERPRISE UTILITIES CORPORATION 1 Y E A R O F m K l ?  I 
I 31, 1987 i 

- 1  
NAME: DELTONA UTILITIES, INC. - RECEIVER 

t 

I m F Y ,  to the M t  of my -ledge and kl ie f :  

'3 

YES133 
( X  ) ( ) 2. The utility is in €r&&antial ampliance w i t h  all 

applicable r d w  and orders of the Flarida Public 

YESm 
(X ) ( ) 3 .  m e t m v e m m  d c a t i c x l ~  m r e g u X a t m y  

agenci- concernirrg rnrmmpliance w i t h ,  cir . 

deficiences in, financial r m i n g  p d e s  that 
could have a material effect m the f w i d  
statement of the utility. 

YESm 
(X ) ( ) 4. The annual repart fairly represents the financial 

aonditicn d results of operations of the 
respcrdent for the period presented and other 
h f o m t i m  and statanents presented in the repsrtr 
a~ to t h e  'Lxlsiness affairs of the resment are 
t r u e ,  correc~ and canplete fur the .perid far d-iich 
it represents. 

 tans C e r t i f i e d  

* *. 

(signature of chrief executive 
-officer of the u t i l i t y )  

-officer of tde u t i l i t y )  

* S c h  of the fom itmts mus t  be certified ITS C# m- itm need 
not be certified by b+h officers. 
officer sfiould h= Micated iq t he  aRropriate ara to the l e f t  Of 
the signature. 

m e  items being c e f i i f i e d  by the 

N-JTKE: Section 837 .E%, Florida Statutes, provides that m y  prsm 
k n x i n g l y  makes a false statmerrt in writing w i t h  the intent to 
misleaci a p b l i c  servant in the perf-ce of his duty sfral1 
ke guilty of a m i s d e a " f  of the secord d q r e e .  

. 
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3 
PROCEEDINGS 

The following deposition was taken on oral 
examination, pursuant to notice, for purposes of 
discovery, for use as evidence, and for such other 
uses and purposes as may be permitted by the 
applicable and governing rules. Reading and signing 
of the deposition transcript by the witness is not 
waived. 

Thereupon, 
MARSHALL W. WILUS 

was called as a witness and, having been first duly 
sworn, was examined and testified as follows: 

BY MR. WATTS: 

sir? 

address is 2540 Shumard Oak Boulevard, Tallahassee, 
Florida. The zip code is 32399-0850, I think. 

BY MR, WAllS:  

* * *  

DIRECT EXAMINATlON 

Q Would you give me your full name, please, 

A Sure. My name is Marshall W. Willis. My 

MS. CHRISTENSEN: Close enough. 

Q And what's your occupation? 
A I am a bureau chief in the Division of 

Water and Wastewater over the Bureau of Economic 

4 
1 Regulation. 
2 Q What's your educational background, 
3 Mr, Willis? 
4 A I got my four-year Bachelor of Arts degree 
5 from the University of West Florida in Pensacola, and 
6 I majored in accounting, with a minor in finance. 
7 Q Do you have any postgraduate training? 
8 A I've attended courses here and there, but, 
9 no, I haven't. 

10 Q Do you hold any professional 
11 certifications? 
12 A Yes, I do. I'm a certified public 
13 accountant in the State of Florida. 
14 Q When were you first certified as a public 
15 accountant? 
16 
17 Q How long have you been employed by the 
18 Public Service Commission? 
19 
20 this one. '76. Yes, June of 1976, 
21 Q So you were employed here prior to your 
22 certification as a public accountant? 
23 A Yes. 
24 Q What did you do when you first were 
25 employed by the Commission? 

A In 1981. 

A Since June of -- I'll have to go back on 
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A I was an auditor. 
Q All right, sir. When did you graduate from 

the University of West Florida? 
A 1976. 
Q And you've been here ever since? 
A Yes. 
Q You stated, I think, that you've attended 

some additional courses and so forth over the years. 
Have those largely dealt in the field of regulated 
utilities? 

A Yes. 
Q How long have you been the bureau chief of 

the Division of Water and Wastewater, Economic 
Regulation? 

back and modify that a bit, because the Commission has 
gone through reorganizations. The Commission, when I 
first became what is currently a bureau chief, didn't 
have bureau chief positions. They had supervisor 
positions. Since that time, they reorganized and put 
me into a bureau chief spot and put certain 
supervisors who I worked with underneath me. 

A Since 1981, basically. I'll have to go 

Q Iunderstand. 
A So we've basically been reorganized. When 

1 first started out in that spot, I was supervisor of 
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6 
accounting. And since then when 1 became bureau 
chief, they put three sections underneath me. One is 
an engineering section which houses basically 
engineers. The other is my old accounting section 
which I used to be supervisor of, and they deal mainly 
with Class A and B companies. And the third section 
is what we call our staff-assisted section. They deal 
with small Class Cs, such as Enterprise. 

Q Well, you've probably just given me a 
general outline, but can you give me a general 
description of the function of the Bureau of Economic 
Regulation? 

A Sure. Our main function deals with 
processing rate applications that are filed by water 
and wastewater companies. And by rate applications, 
we can get more specific. There are ,081 rate case 
filings for the large companies, what we call our 
staff-assisted rate applications, or SARCs for short, 
S-A-R-C. We have limited proceedings that are filed. 
And we also do reverse-and-make-whole proceedings, 
which are overearnings proceedings. And along with 
that, you have your tariff filings. 

Q What is the distinction between Classes A, 
6, and C? 

A It's a distinction based upon revenue. 
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7 
Currently they're designed according to the Uniform 
System of Accounts that the State has adopted, which 
is the NARUC, which stands for National Association of 
Regulatory Utility Commissioners. The Uniform System 
of Accounts was just readopted, The modification 
portion of it was adopted in 1996. And it has 
different classifications. 

Class A is anything above $1 million in 
revenue a year, and that distinction is distinguished 
separately between water and wastewater. Class B is 
distinguished as any utility having revenue between 
$1 million and $500,000, basically. I'm sorry, $1 
million and $200,000. And a Class C would be anything 
less than $200,000. 

Q And you said that's calculated separately 
for water and wastewater? 

A Yes. And you usually use the highest 
categorization. I f  you have a utility that has a 
water system that has revenues in excess of 200,000, 
but their wastewater system has revenues of less than 
200,000, you would use the higher classification. 

Q Mr. Willis, are you familiar with a water 
and wastewater utility in Volusia County known as 
Enterprise Utilities? 

A Yes. 
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8 
Q When did you first become aware of 

A Way back in -- probably close to '81, '82. 
Q And how did you first become aware of the 

A Well, because they are a utility that we 

Enterprise Utilities? 

existence of that utility? 

actually regulate. I became aware of them because 
there was a receivership at that point going on, I 
believe in 1981, where 1 believe Mr, Dean Deakyne was 
the receiver at that point. And there were 
proceedings going on in the Commission to have him 
removed as receiver because there were problems in 
following our rules and regulations. 

I wasn't the actual section doing that. 
There was another section within our division at that 
point doing it, but I became aware of it at that 
point. 

Q When you say your section was not actually 
involved in the removal of the former receiver, what 
section was involved? 

A Well, that would have been under our old 
staff-assisted section, which wasn't under my control 
at that time. 

Q It was a parallel section? 
A Yes. 
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1 Q What was the nature of the former 
2 receiver's departure from the rules and regulations, 
3 ifyouknow? 
4 A I do not know that well enough at this 
5 point to even address it. 
6 Q Describe for me the role of the Commission 
7 in assigning or removing receivers. 
8 
9 question insofar as it calls for an expert 
IO opinion on the part of the witness. 
11 BY MR. WAlTS: 
12 Q Is there anyone about this Commission 
13 that's more expert than you are in that area? 
14 A As far as the removal of a receiver? 
I5 Q The assignment or removal of receivers and 
16 the conduct of receivers. 
17 A There are others who are familiar with it, 
18 but probably no one who knows more. I'm probably as 
I9 familiar as they are. 
20 Q And do the others work under your 
21 supervision? 
22 A No, 
23 Q In what division would they be located? 
24 A That would be in the Bureau of 
25 Certification, which is Mr. John Williams, who is the 

MR, LUCZAK: Object to the form of the 

IO 
1 bureau chief. And Mr. Lowe, who is our assistant 
2 director, has handled receiverships too. 
3 Q Describe for us, please, the basis for your 
4 own familiarity with the process of appointment and 
5 removal of receivers. 
6 A Well, I've worked in the past with people 
7 who have done that within the Commission staff, and 
8 I've had people underneath me who I'm charged with 
9 supervising who have worked with receiverships and the 

10 appointment or removal. 
11 
12 removed. 
13 Q So the events of 1981-82 were unusual? 
14 A Theywere,yes. 
15 Q And you don't have any recollection, 
16 whether it be hearsay or otherwise, of the basis for 
17 the removal? 
18 A No. I could go back and look for it, but 
19 not offhand. 1982 was a while back. My memory is not 
20 thatgood. 
21 Q Are there existing files of the Commission 
22 that would reflect those proceedings? 
23 A There might be, yes. 
24 Q I n  whose custody would those files be? 
25 

It's not very often we have a receiver 

A They would be in the custody of Records and 
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Reporting, the Division of Records and Reporting. 

successor receiver to Enterprise Utilities? 
Q Are you aware of the appointment of a 

A Yes. 
Q Do you know who that successor receiver 

was? 
A It was Deltona Utilities, which was a 

subsidiary of Deltona Corporation at the time. 
Q Do you have any personal knowledge as to 

why Deltona Utilities was selected as the successor 
receiver? 

A I do not. 
Q Do you have any idea what the basis is for 

choosing t ece ivers? 
MR. LUCZAK: Object to the form of the 

question. 
BY MR. WATTS: 

Q You can go ahead, He has presenred his 
objection. 

A My understanding is that I have to answer 
anyway. 

Q Yes. I'll let your counsel do that, but -- 
MS. CHRISTENSEN: If you know, go ahead and 

answer. 
THE WITNESS: Do you want to ask the 
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12 
question again? 

question, please? 
MR. WAllS: Could you read back the 

(Question at page 11, line 13, was read by 

A Yes. The receiver is usually chosen, at 
the reporter.) 

least in the past, to the best of my knowledge, as 
someone who the county is willing to accept as a 
receiver, because the county has the responsibility of 
actually getting the receiver, not the Commission, We 
try and work jointly with the county involved. But 
the county, according to our statutes, has the 
responsibility of actually getting the receiver. So 
it would have to be somebody that the county is 
wilting to work with or has worked with in the past, I 
imagine. So to truly find that out, you would have to 
ask somebody with the county. 

Q Who was there in 1982? 
A Who was there in 1982. I can tell you that 

Mr. Jim Collier probably worked in conjunction with 
the county at that time, who is no longer employed by 
the Commission. He has since been retired, probably 
about seven or eight years by now, from the 
Commission. 

Q Does he still live in the area? 
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13 
A No, he does not. I think he lives in 

Arkansas. 
Q You wouldn't happen to know where? 
A I surely don't. I haven't had any contact 

with him in about eight years, since he retired. 
Q Mr, Willis, what is the responsibility of a 

receiver, once appointed, with respect to the Public 
Service Commission? 

the company as if it was their own company, to make 
sure the operation and maintenance of the system is 
kept up and make sure service is continued, basically. 

Q I n  terms of the operationaf performance of 
the system, are there any different requirements of 
the Commission than there are from other regulatory 
agencies, for example, the Department of Environmental 
Protection or the Department of Health? 

MR. LUCZAK: Object to the form of the 

A The responsibility is basically to operate 

question. 
BY MR, WATTS: 

Q Ifyouknow. 
A Their requirements are going to be 

different. As you may be aware, the Department of 
Environmental Protection handles the environmental end 
of it. We only handle the financial end. And, of 
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14 
course, we try and work in conjunction with the 
Environmental Protection Agency as well as the 
Department of Environmental Protection in dealing with 
what they need done. But our requirements may be 
different. 

Q If I understand your answer, then the 
responsibility of the receiver to the Commission to 
operate the system is to operate it on a financiafly 
sound basis, presupposing compliance with all the 
regulatory requirements of other agencies? 

MR, LUCZAK: Object to the form of the 
question. 
A As much as possible, yes. 
Q All right, sir. Are the requirements -- 

first of all, what are the requirements for reporting 
of a receiver? 

A For a receiver? 
Q Yes, sir. 

MR. LUCZAK: Is that PSC requirements? 
MR. WAllS: Yes, PSC requirements for 

reporting. 
A That's what I was going to ask. The 

requirements for filing with the Public Service 
Commission for a receiver would be just like it would 
be for any company. They're required to file an 
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15 
annual report based upon a calendar year with the 
Commission for each calendar year. 

Q Are there any substantial differences in 
the reporting requirements for utilities under 
receivership as opposed to utilities that are not 
under receivership? 

A No. 
MR. LUCZAK: Object to the form of the 

question again. 
THE WITNESS: There would be not. 1 would 

state that there might be some leniency towards 
the receivership during the first year normally 
as they're taking it over. 

Q Mr. Willis, I asked you to bring with you 
8Y MR. WATTS: 

today copies of the reports that have been filed from 
time t o  time during the receivership of Enterprise 
Utilities by Deltona Utilities and its successor, 
Have you brought those reports with you? 

find. I will let you know what I do have. 
A I brought all of the reports that we could 

Q All tight, sir, 
A There were some years that we could not lay 

our hands on. I had staff trying the best we could on 
Friday once J got your notice of deposition to gather 
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16 
this stuff up. 

reports for the years 1983, '84, '85, and '86. And I 
also have -- let's see. 1989, '90, '91, and '92. And 
I have all the Florida Water Services annual reports 
containing Enterprise up through 1998, I believe. I 
say 1998. I was supposed to have some copies, and I 
don't see those, for the current annual report. They 
may be down in my office. So if you want to look at 
those, we'll have to take a recess and let me run down 
and get those. 

Q Certainly. Let's see how far we can go, 
I take it then you did not have readily 

accessible to you a copy of the report for 1982. 

deposition of Florida Water Services last week? 

I do have copies of the Enterprise annual 

A That's correct, 
Q Were you present by telephone during the 

A You mean Mr. Jim Perry? 
Q Yes. 
A Yes. 
Q And you heard Mr. Perry's testimony that 

the accountings which have been filed with the Court 
in this case are substantially the portions -- excuse 
me. Strike the word "substantially." That's a 
characterization by me, That the reports filed with 

ACCI JRATF STFNOTYPE REPORTERS. INC. - 850/878-2221 
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17 
the Court contained portions of the reports also filed 
with the Public Senrice Commission for each year, 

A Well, that's not quite how I heard it. 
Q All right, sir. Then tell me -- 
A The way I heard it was that they were 

prepared from the annual reports, I believe that's 
the way I understood it to be. I don't remember 
hearing the part about them containing portions. 

Q l e t  me show you a copy of a report filed 
with the Court for the year 1982, or actually I 
believe for part of a year, from the time of 
appointment until the end of the calendar year. 

A Yes. 
Q And, Mr, Willis, you'll find attached to 

that report to  the Court some schedules. I think 
they're described as Schedule A attached for detail. 

A Yes, I've got those. 
Q Do you have any way of determining whether 

Schedule A is a part of a report that  was filed with 
the Public Service Commission for that year or is 
based on data from that report? 

A Well, let me answer this way. The form 
itself is an annual report form, but I have no way of 
verifying that this is what was filed with the 
Commission, 
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18 
Q I understand, sir. I ask you to refer to 

Note 4 in the report that was filed with the Court, 
A Yes. 
Q And apparently in Note 4 the utility 

reported to the Court that it was unable to determine 
any beginning balances for the utility. I f  that is 
the case, is that an unusual circumstance for the 
initial report of a utility under receivership? 

A No, it's not, It's not unusual at all, 
and one of the reasons being that the owners who 
abandoned these facilities, back then we didn't have 
very tight statutory control over what we could get 
from those old owners and get turned over to the 
receiver. So a lot of times the books went with the 
old owners, and they could not be found and we could 
not obtain those under the powers of the Commission. 

Q How is the permissible rate for services 
for a utility under receivership determined? 

A As all rates are, through rate base 
regulation. This Commission has adopted rate base 
regulation as far as determining rate structure and 
rates. 

Q Is that rate based on the plant in service, 
the value of the plant that's in service? 

A Yes, it is. 

19 
1 
2 question. 
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24 involved in that amount. 
25 BY MR. WATTS: 

MR, LUCZAK: Object to the form of the 

THE WKNESS: It's based upon the utility's 
investment, as well as their expenses. And the 
utility is allowed a rate of return on their 
investment as well as their expenses. 

There are many occasions where, especially 
for our staff-assisted companies, books have 
been lost, records have been lost, verifications 

And it's not unusual for this Commission to 
go into small companies like Enterprise and do 
what's called an original cost study. And in a 
original cost study, we actually go out and 
determine what we believe to be the original 
cost when that system went into service. And we 
do that year by year, depending on when our 
knowledge goes back as to when the assets were 
put in the ground. And basically we look at 
that as being within 10 percent either way of 
the original cost of the system. And after that 
we make a determination on whether or not there 
should be any contributions from customers 
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20 
Q I n  the original cost? 
A Well, basically not in the original cost, 

but as a reduction of the original cost in the rate 
base. We look at both sides of it, in other words. 

Q All right, sit., Can you explain that just 
a bit more in case someone is reading this? I think I 
understand what you mean, but for the benefit of 
anyone else who may need to read this later, what do 
you mean by contributions from customers? 

A The Commission has an account we call 
contributions in aid of construction. It contains 
contributions which may be in the form of cash or 
property made to a utility company by customers or 
developers of homes in the area. 

The contributions are a direct offset when 
you calculate rate base. They are a reduction of 
plant in service, which would bring down the value. 
I n  other words, a company has no investment in 
contributions in aid of construction. When those are 
determined, they become a direct reduction to come up 
with the utility's investment that they're allowed to 
earn a return on. 

Q You also referred to the fact that a 
utility is allowed its expenses in addition to a rate 
of return on its capital. I'll use that as a 
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shorthand word for the plant. 

A That's correct. 
Q Are those expenses reviewed at all by the 

Commission to  determine whether or not they are 
reasonable and customary and justified? 

to? 
A At what point in time are you referring 

Q Ever. 
A Ever? Yes. They're reviewed when the 

company comes in for a change in rates, or if the 
Commission opens up a new earnings investigation. 

Q In the case of a utility such as Enterprise 
Utilities, what would the receiver be entitled to 
charge as the initial rate upon commencement of the 
receivership? 

there prior, the prior rate. 

Commission from time to time approves a tariff for 
sewer service and water service for each regulated 
utility? 

under our jurisdiction must have a tariff on file, and 
they can only charge what's in their tariff, their 
officially approved tariff. 

A They should have charged the rate that was 

Q I take it that the Public Service 

A Yes. Every regulated utility that operates 

22 
I Q Would the receiver then be entitled to 
2 charge the tariff previously on file either by the 
3 predecessor receiver or the original operator? 
4 A Yes. 
5 Q Under what circumstances would the receiver 
6 be entitled to amend that tariff? 
7 A If they filed with the Commission to change 
8 thetariff, 
9 Q Can you tell from your records whether the 

10 receiver in this case has ever applied for an 
11 amendment of the tariff for the water? 
12 A Yes, they have, 
13 Q And can you tell me when? 
14 A They filed for a staff-assisted rate case 
15 in -- I think I wrote that down the other day. I 
16 can't tell you the exact date, but it was docketed 
17 before the Commission in 1982, and the docket number 
18 was Docket 820060-WS, and it ended with a final -- 
I9 Q I'm sorry. Can you give me that number 
20 again? 
21 A Yes. It's 820040-WS. That's the official 
22 docket number that the Commission uses to process 
23 cases. I n  this case, that was the docket number 
24 assigned. 
25 Q And that was a staff-assisted rate case? 
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A Yes, a staff-assisted rate case. And I can 

tell you it ended -- the final order for that docket 
was Order No, 16126, which was issued in May, 
actually, on May 19, 1986. 

Q And what was the substantive effect of that 
final order? 

A I believe it was a rate increase. 
Q Do you know whether in that staff-assisted 

rate case there was a reconstruction of the value of 
the plant? 

A Yes, there was. The Commission performed 
an original cost study, which is documented by the 
order. 

Q Mr, Willis, do you have the annual reports 
for 1985 and 1986? 

MR, LUCZAK: Which annual report, the court 
filed or the PSC? 

MR, WATJS: The PSC. That's what we asked 
him to bring today. He gave me a list of years, 
and I didn't jot them down fast enough. 
A Yes, I do. 
Q I n  reviewing the balance sheet for 1985 and 

comparing it with the balance sheet for 1986 -- 
A I've got them. 
Q According to the reports on file with the 
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Commission, what was the utility plant balance at the 
end of 1985, according to the 1985 report? 

A At the end of the year, it was $13,110. 
Q And what was the value of the utility plant 

A Excuse me. '96? 
Q '86. I'msorry. 
A 1986, it was $314,297. 
Q And the previous year, which would have 

been 19853 
A 13,110, 
Q May I see the report? This is the 19 -- 
A 1985 and 1986. 
Q And what you have shown me I'll ask you to 

you compare to this. What you have shown me from the 
Public Service Commission in each case appears to be a 
copy of the baIance sheet filed with the Court in the 
court accountings for those years? 

A Yes, it does in 1985. 
Q That's 1985, and here's 1986. 
A Yes, it does. 
Q All right, sir. Now -- 
A You have better copies than 1 came up with 

Q Just so we make it clear -- I think you've 

in service at  the beginning of 19967 

on microfiche. 
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1 already given us some insight into this. What is the 
2 basis for the difference in the 1985 report, which 
3 shows a balance end of year of $13,110, and the basis 
4 for the 1986 report that shows plant in setvice for 
5 the previous year of $311,862? 
6 A That would be the Commission's 
7 staff-assisted rate case that was processed here. 
8 Q Thank you, sir. 
9 
IO receiver, but it's sort of reconstructed from the 
11 prior proprietor? 
12 A Yes, it's -- 
13 
14 question. 
15 THE WITNESS: Yes. 
16 BY MR. WAITS: 
17 Q Thank you, sir. 
18 
19 finai order that was entered in 1986, was there a rate 
20 increase? 
21 A In 1986, I believe from reading the order 
22 that there was. 
23 I would also like to go back to that last 
24 question. I believe if you go back and look at the 
25 1983 and 1984, there was investment of the receiver in 

That's not actually capital invested by the 

MR. LUCZAK: Object to the form of the 

Based on the reconstructed rate base in the 
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26 
there, so that amount would include some investment. 
You know, there was 13,000 the year before, and that 
was the actual investment of Deltona. The remaining 
portion of that would have been prior, when it was 
actually dedicated to public service. 

Q Okay. In  1984 -- 
A There appeared to be a $13,000 balance at 

the end of '85 and a beginning balance of 9,301. That 
would probably reflect investment by Deltona at that 
point. 

Q Do you have the '83 report? 
A Yes, I do. 
Q Does it show whether there was a net income 

MR. LUCZAK: Object to the form of the 
question. The document speaks for itself. 
A The annual report shows on page F-6 that 

for the system during the year 1983? 

there was an operating income of -- these copies are 
bad here -- $3,337 for water and an operating loss of 
$1,215 for wastewater. 

Q For a net operating income of $2,122? 
A That's correct. 
Q Is it possible then that part of the 

increase in capital for the year 1983 could have been 
a result of a net operating income? 
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27 
MR, LUCZAK: Object to the form of the 

question. 
A That could have been the source of part of 

it, yes. 
Q Do you have the annual report for 1984? 
A Yes. 
Q Let me go back to your answer that you just 

gave. You said that it could have been a source. 
A Yes. 
Q The operating income could have been a 

source of the increase in capital. Might there be 
other sources? 

A Yes, there could be. 
Q Suchas? 
A The receiver could have taken money out of 

their own pocket and put it into the receivership, put 
in its assets. 

Q If the receiver did that, is there a 
standard methodology for reporting such an 
i west m e n t? 

MR, LUCZAK: Object to the form of the 
question. 
A Normally there is. That would be reported 

through an accounting transaction where you would have 
-- where the transaction or the flow of funds from one 
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28 
corporation to another, one company to another would 
be recorded. 

Q For example, would that show as a loan from 
one company to  the other? 

A It could be in the form of a loan. It 
could be in the form of advances from associated 
companies. 

I'm looking at  the 1983 annual report. It 
appears that on page F-7, which is the balance sheet, 
there is an amount recorded as short-term advances 
from associated companies at the end of the year, 
which was $10,152, which would reflect that there was 
an advance from an associated company. 

Q Mr. Willis, I see that item on the copy of 
the balance sheet that was filed with the court 
accounting for 1983, but it's on a line that's 
numbered 232, 

A I'm sorry. It is accounts payable, 232. I 
wasn't following the line all the way across. 
Accounts payable could be from an associated company 
also. 

Q So it could permissibly be on either line 
and still represent an advance by the receiver? 

A It could, yes. It could be an accounts 
payable to Deltona Corporation at that point. 
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Q Is it appropriate for the receiver to 

A Yes. 
Q Is that common? 
A Yes, it is. Many times it's necessary for 

advance its own funds to  a utility under receivership? 

the service to be continued. I f  there isn't enough 
money within the receivership corporation, the one 
that's being abandoned, for the company to maintain 
proper operation and maintenance or to put in plant 
that's needed, many times it's necessary. 

repayment of such an investment? 
Q What is the entitlement of the receiver to 

MR. LUCZAK: Object to the form of the 
question. 
A I'm not sure that I could answer that. I 

think that would be up to the Court. If you're 
looking at payment for any monies that they put into 
it towards the end of the -- when the receivership is 
drop ped? 

Q Yes, sir. 
A I think that's up to the Coutt at that 

point to decide that, not the Commission. 
Q Al l  right, There's no particular rule of 

the Commission by which the receiver would be entitled 
to a particular return or rate of return on monies 
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30 
loaned to -I 

A Well, while -- go ahead. 

A While a company is operating a company that 
has been abandoned and they're the receiver, they're 
naturally entitled to a return on investment just like 
the company would be. Now, that return is used to 
operate the company and would aliow them a retum on 
any asset that they've had to put in place during that 
time period. 

If the receiver abandoned that role at some 
point in time and they had not recouped the cost of 
the money that they had put into the abandoned 
facility, I imagine it would be up to the Court to 
decide if there were any monies owed at that point. 
And I imagine at that point it would also be listed as 
a debt requirement from the utility such as Enterprise 
to the receivership corporation or receivership 
company. 

Q Let me ask you to go back to the annual 
report filed for the year 1986, if I might. 

A I've got it. 
Q And the comparative balance sheet, which on 

my copy is taken from the court file accounting, is 
page F-4. 

Q NO,~OU-- 

- 
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31 
A That's what I have here. 
Q I note the second line in that report is 

A Yes. 
Q Would you compare the amount reported for 

accumulated depreciation and amortization, 

accumulated depreciation and amortization on the 1986 
report to  that same amount on the 1985 report, please? 

A Sure. Okay. For the 1985, it would show 
an ending balance of $1,438. And for 1986, it shows 
an ending balancing of $80,699. 

Q Can you tell me the reason for the 
difference in those two numbers? 

A Yes. That would be as a result of the 
staff-assisted rate case. 

Q Can you explain to me how the two numbers 
for utility plant in service in 1986 and the 
accumulated depreciation on the 1986 report work 
together in a rate proceeding? 

depreciation is a reduction to the company's 
investment, because it has already been recouped 
through depreciation at that point. As a result, it 
lowers the utility's investment. 

Q I think I asked you previously -- let's see 
which particular report I was referring to, 

A In  a rate proceeding, the accumulated 

32 
I think I had asked you with reference to 

the 1983 report a question about the net operating 
income for that year, and I refer you back to  that 
report. 

annual report? 

as being a copy of -- oh, you have the 1983 report 
that's filed with the Commission? 

A Do you want me to look at this paper or the 

Q I think you've previously identified that 

A Yes, I do. 
Q That's better. That's preferable. We had 

identified a net operating income number of $2,122 for 
both systems there. And I note that there is a 
depreciation expense shown on that report in reaching 
-- or explain to me how the depreciation expense would 
factor into reaching the operating income number. 

A It's an expense which is subtracted from 
the gross revenue of the company, which ultimately 
arrives at the operating income. 

Q What I would like you to explain -- in case 
we're able to avoid the necessity of your appearing in 
the court proceeding, then the Court wilt read your 
testimony. Can you explain the effect of the 
depreciation that was assigned in the staff-assisted 
rate case beginning in 1986 as compared to the 
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33 
depreciation that was being carried on prior reports 
prior to 1986? And I think what 1 want you to explain 
is whether or not there is actual cash income from 
which the depreciation was deducted prior to 1986 as 
contrasted with 1986 and later years. 

MR, LUCZAK: Object to the form of the 
question. 
A That's a difficult question. 
Q Well, one of the points that I think the 

MR. LUCZAK: Well, hold on. We're not 
making any points here. Just ask questions. 

MS. CHRISTENSEN: Can you simplify the 
question or maybe break it down into a couple so 
it may be more answerable? 

receiver wishes to make -- 

MR, WATTS: I'm trying to. 
BY MR. WAITS: 

Q I'm not an accountant, but as I understand 
it, depreciation is normalty allowed as a deduction 
from revenue, representing the obsolescence of plant 
and the ultimate need to replace it, a deduction from 
revenue aflowed or required in order to reach the net 
income. And that's only one of a number of expenses, 
but that's one of the expenses. Is that anywhere near 
an accurate description of what -- 

34 
1 A It's close. 
2 
3 of the question before you start answering. 
4 BY MR. WATTS: 
5 Q Could you improve on my description? 
6 A Ifs close. I don't quite agree with your 
7 definition of the depreciation expense. It's 
8 basically -- 
9 

10 
11 
12 whatever you said. 
13 
14 
15 BY MR. WATTS: 
16 Q Can you explain to me what depreciation 
17 means on these reports? 
18 A Depreciation basically is the recovery of 
19 the cost of a plant item over a period of time, 
20 normally reflected upon when its expected life is to 
21 expire. In other words, you look at the life 
22 expectancy of the system, whether it's for 
23 technological reasons or when will it wear out, and 
24 you try and recovery that cost over that period of 
25 time. That's basically the accounting definition that 

MR. LUCZAK: Hold on. Object to the form 

MR. LUCZAK: Let me stop you for just a 
second. I'm objecting also to the "can you 
improve upon my," and then fill in the blank, 

Please continue. I'm sorry to interrupt, 
but I have to do this. 
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35 
I go by for depreciation expense. 

Q When the plant was assigned in the 
staff-assisted rate case effective with the 1986 and 
subsequent reports, and depreciation was also 
assigned, what is the effect of those two adjustments 
on the capital of this utility? 

A Well, that's going to have to be answered 
through an analysis of the records and the annual 
reports, because whether or not -- depreciation 
expense is an expense item, and the effect upon the 
company's capital would be how it flowed through to 
retained earnings at  some point. In other words, if 
the company was recovering its depreciation expense, 
there would be capita! there, because it's a noncash 
item. If they weren't recovering their depreciation 
expense because of operating losses, there would not 
be. 

Does that answer your question? 
Q Yes, sir. Is it a cumulative adjustment? 

MR. LUCZAK: Object to the form of the 
question. 
A What do you mean by cumulative? 
Q In  other words, if there is a loss 

carry-forward from one year to another and you're 
unable to take a depreciation expense in one year 
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36 
because there is already a loss, do you make it up in 
a subsequent year in these reports? 

MR. LUCZAK: Object to the form of the 
question. 
A No, you don't make it up. The Commission 

doesn't allow you to recover past losses. It would be 
difficult to make it up if you can't recover past 
losses. 

Q Can you just give me a thumbnail 
explanation of how the operating revenues and the 
depreciation expense and the retained eamings 
interrelate in the reports that we're reviewing? 

A The depreciation expense is an expense 
which reduces the revenue -- well, it's subtracted 
from the revenue to arrive at the operating income, 
and from there you have to remove interest expense, 
and if you're a corporation, dividends. And the 
bottom line, what's left over would be the equity 
earnings which would go into retained earnings. It 
basically reflects the net income or loss of the 
company. 

Q Mr, Willis, do you have the report filed by 
the receiver for the year 1992? 

A Let me look. 
Yes, I do. 
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37 
Q Please compare page F-4 of that report to 

page F-4 of the report filed with the Court for the 
year 1982, 

MS. KOWALSKY: 19 what? 
MR. WATS: 1992. I'm sorry. 

A It appears to be the same. 
Q Mr, Willis, I notice under the liabilities 

and capital section of that page an item labeled 
retained earnings. Can you tell me what that number 
represents? 

A That number should represent the amount of 
money that has basically come from earnings that's 
retained within the company. It's their equity 
earnings. 

Q Under assets in the balance sheet for that 
year, page F-4 of the report, there is an item labeled 
AIR associated companiesl Can you tell me what that 
line represents? 

associated companies . 
companies that are associated with Enterprise 
Utilities Corporation? 

A I believe that is accounts receivable from 

Q Are you aware of any associated companies, 

A At which time? 
Q As0f1992, 

38 
1 
2 Utilities was the receiver. That would be the only 
3 one you could term as an associated company. 
4 Q And that's based on a listing in the annual 
5 report? 
6 A That's based on who is the receiver at  the 
7 current time. 
8 Q Al l  right, sir, Is there any detail in the 
9 report that's filed with the Commission that would 

10 shed any light on what particular accounts make up 
I1 that line item? 
12 
13 question. 
14 BY MR. WATTS: 
15 Q Onpage F-4, 
16 A None that I can be sure of, 1 would 
17 imagine that part of it would be found on what's 
18 labeled as page F-7 of the annual report. 
I9 Q That's the report filed with the 
20 Commission? 
21 A Yes, the report filed with the Commission, 
22 Under a category called payments for services rendered 
23 by other than employees, it does list as a recipient 
24 Southern States Utilities for an amount of $171,034, 
25 with a description of the service being management, 

A It would be -- at that time Southern States 

MR. LUCZAK: Object to the form of the 
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39 
construction, engineering, maintenance, rates, legal, 
accounting, and general administration. It comes very 
close to equaling the 171,000, or 74,000, I believe, 
I can't really tell. My copy is a bad copy. It looks 
like 71 to me on the balance sheet. But I couldn't 
tell you for sure if that's -- without doing a 
complete investigation of the accounting records, I 
couldn't tell you for sure. 

Q And those accounting records are not, I 
take it, on file with the Commission? 

A No. We don't require that the books and 
records on an annual basis be kept here with the 
Commission. 

Q May I see page F-7, please? 
A And the only reason I say it might be is 

because the account is accounts receivable from 
associated companies, and that's listed as an 
associated company there as services being rendered. 

to on page F-7 that's listed under payments for 
services rendered by other than employees, but I'm 
puzzled by the fact that -- would that item on page 
F-7 seem to  be an expense paid by Enterprise Utilities 
Corporation? 

MR. LUCZAK: Object to the form of the 

Q Mr. Willis, I see the item you're referring 
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40 
question. 
A I couldn't tell you whether it was paid or 

not. That's the problem here, If it hasn't been 
paid, it would come under accounts receivable because 
it hasn't been paid. Or actually, I take that back. 
Accounts receivable goes the other way around, That 
would be a receivable from another company. So if 
that was in -- now I think I've messed you up. 

Q Well, you understand my confusion. 
A I understand your confusion. I think I've 

messed you up. Accounts receivable would be something 
owed to the company at that point, and I messed you up 
by going back here and finding a number. That's why I 
said before I'm not sure how it relates, but it 
couldn't relate. This would be a payment for services 
rendered. 

relate to that 171. But the 171 listed on the balance 
sheet should be something due from an associated 
company, 

I'm not sure at this point how that would 

Q All right, sir. 
A Sorry to confuse you. 
Q No, I think I know where we are. 

Mr. Willis, do you have the report for the 
year of 1993? 
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1 A No. That's one of the reports I don't 
2 have. We couldn't lay our hands on that one. 
3 And I would explain, there was a point in 
4 time where we had some OPS people in the Commission 
5 doing some boxing up of annual reports during that 
6 time period, and they were to be archived, and those 
7 boxes have disappeared on us. Where they are we don't 
8 know. At least we couldn't put our hand on them one 
9 day. 
IO Q l e t  me show you the accounting that was 
I1 filed with the Court for the year ending 1983 -- 
12 MR, LUCZAK: '83 or '93? 
13 MR. WA1TS: '93. Thank you, everyone, for 
14 keeping me straight on the years. 
15 A Do you want me to go to Schedule A? 
16 Q Well, first let's deal with a footnote to 
17 that report that's filed with the Court on page 2, 
18 Footnote 6. And that note speaks for itself, but 
19 essentially it says that there was a change in 
20 software by the receiver that year, and that 
21 subsequently many of the items previously reported on 
22 a comparative balance sheet were now reported at the 
23 parent. I think it says parent. 
24 A No, it doesn't say parent. 
25 MR, LUCZAK: But you're right, it does 

1 
2 
3 
4 
5 
6 
7 
8 
9 
IO 
11 
12 
13 
14 
15 
16 
17 
18 
I9 
20 
21 
22 
23 
24 
25 - 

42 
speak for itself. 

MR. WATTS: It does speak for itself. 

Q As an accountant, can you tel l  me what you 

MR, LUCZAK: Object to the form of the 
question. 
A I can tell you it appears to be that the 

company switched accounting software from one year to 
the next and that the new software would not allow 
accounting to a point and level that it did in the 
prior accounting system. That's what it appears. 

Q Beginning with the 1993 report and 
continuing through the other repork that ate filed by 
the receiver with the Commission, do you have any 
records that show what the interim retained earnings 
of Enterprise Utilities might be or what the current 
cumulative retained earnings might be? 

BY MR. WATTS: 

take Note 6 to mean? 

MR. LUCZAK: Object to the form of the 
question. 
A Well, I do not have the '93 and '94 annual 

reports. I told you 1 don't have the '93. The '94 I 
cannot lay my hands on either. I do have from '95 
forward. And I'll have to look, but I don't believe 
-- you want to know what the cumulative retained 
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earnings would be? 

Q Yes, sir. 
A No, these do not reflect that. No, they 

would not, not for Enterprise Utilities specifically. 
Q You say not for Enterprise Utilities 

specifically? 
A Yes, for Enterprise Utilities Corporation 

it does not, 
Q Do you have any data a t  all that is 

specific to Enterprise Utilities? Strike that. 
If we wanted or needed to reconstruct what 

the cumulative retained earnings of Enterprise 
Utilities are as of this moment, what records would we 
need? 

MR, LUCZAK: Object to the form of the 
question. 
A You would need the records from the 

company. I f  I was going to reconstruct that through 
the present, I would want to have the books and 
records of the company to do that from. 

the accounting filed for 1993 with the Court. 
Q Let me ask you again to refer to Note 6 in 

A Yes, 
Q There is  a phrase in there that talks about 

the consolidated company level. 
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A Yes, there is. 
Q Now, understanding Mr. Luczak's appropriate 

objection that the report speaks for itself, does the 
phrase "consolidated company level" have any 
particular special meaning to an accountant that would 
be different from -- 

A Yes -- different from what? 
Q Different from the ordinary layman's 

MR. LUCZAK: Object to the form of the 
question insofar as it would require him to know 
what the ordinary layman considered those terms 
to mean. 

understanding of what those words might mean. 

MR, WATTS: All right. 
THE WITNESS: That's what I was going to 

SY- 
BY MR. WAITS: 

Q What does that phrase mean to an 
accountant? 

A The consolidated company level to me would 
mean at what level the records have been consolidated 
into one financial tier. They could be consolidated 
at the ultimate parent company. You could have them 
consolidated down the line towards the subsidiary 
level. For instance, with Florida Water Services, you 
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1 could have Florida Water Services consolidated with 
2 all of its subsidiaries, which in that case really 
3 aren't subsidiaries. They're the operating companies 
4 they have. You could go up the ladder at that point, 
5 which was to RGA Group, and have a consolidated 
6 financial statement there, and ultimately to Minnesota 
7 Power, 
8 Q Did there come a point at  which Florida 
9 Water Sewices reported all of its operating entities 

10 for which it had some responsibility in a single 
11 report? 
12 A Yes, there was. 
13 Q Do you know from your records when they 
14 unified that reporting? 
15 A Well, it would have happened about the time 
16 that the company received a uniform rate from the 
17 Commission, And they started filing one annual report 
18 -- I'll have to go back and look. It may have been 
19 prior to the uniform rate going in or -- I for sure 
20 couldn't tell you that from memory. 
21 Q What records would we need to examine in 
22 orderto- 
23 A I would have to go back and look at every 
24 annual report. 
25 Q At  the annual report? 
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A Yes, I would have to look at the annual 

reports. Arid I don't have the '94 and '95 annual 
reports to tell you if that was the year in which they 
consolidated. I mean, I have the '96 in front of me, 
and, yes, '96 is. This is the '95, I have the '95 in 
front of me, and it's consolidated at that point. 
They've reported all of their systems in this one 
annual report. We would consider this a consolidated 
annual report because it has all of their operating 
systems in it, and it does include Enterprise. 

don't have those in front of me to tell you. But I 
can tell you back in 19 -- welt, I would have to go 
look at the Southern States annual reports, and I 
don't have those in front of me either, '91 and '92, 
because they were separate, and I didn't bring those. 

separate from Enterprise? 

separate Enterprise annual reports here, and I don't 
have -- 

Q Looking at the 1995 report, which is 
consolidated, can you tell me at what level retained 
earnings is being reported by Southem States? 

Now, whether the '94 and the '93 did, I 

Q You say they were separate. You mean 

A Separate from Enterprise. I have the 

A It's being reported at the level of 
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Southern States Utilities, Inc. 

Q So any retained earnings of Enterprise 
Utilities would be merged? 

A Yes, it would. 
Q Is such a merger appropriate in the case of 

a receiver? 
MR. LUCZAK: Object to the form of the 

question. Are you talking about for PSC 
purposes or other reporting purposes? 

MR. WATTS: For PSC -- 
MR. LUCZAK: DEP, EPA? 
MR. WATTS: I think Mr. Willis is only 

being asked to testify about the Public Service 
Commission's reporting. 
A As far as the Public Service Commission 

reporting, there is no guideline as to whether it 
needs to be combined or not. 

Q I n  the 1993 report -- 
A 1993? 
Q Yes, sir. There is, I believe -- 
A You're talking about the court report? 
Q Yes, the court version of that report, 

because I understand you do not have that report 
readily available here from the Public Senrice 
Commission's files. 
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In  the 1993 report, are you able to discern 

whether there's any allocation of expenses to this 
particular unit on the consolidated company level? 

A To Enterprise? 
Q Yes, sir, 
A You're talking about allocation of 

expenses? 
Q Yes, sir. 
A That would be hard to tell from this. 
Q All right, sir. Is it an accepted practice 

in the case of an enterprise such as Florida Water 
Services with multiple operating units to  have some 
allocation of expenses to the several operating 
units? 

MR. LUCZAK: Objection to the form of the 
question. 
A Yes. 
Q And what's the methodology for doing that? 
A Well, it depends on the company itself and 

how they choose to allocate costs. Some companies 
choose to allocate it the Same way they do to their 
other operating divisions, because they're providing 
the same sewices as they do. That would probably be 
the preferable method. 

Q And when you say they allocate it the same 
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1 way they do to other operating divisions, what might 
2 be the same way? What are some typical accepted 
3 methods of allocation? 
4 A Welt, depending on the costs, some of the 
5 typicals are by customers, percentage of customers for 
6 an operating division; direct labor cost, if it's more 
7 appropriate, depending on expenses, to do it by direct 
8 labor costs versus nondirect; or sometimes you 
9 typically see it by equivalent residential connection, 
10 If you have systems that have large nonresidential 
11 customers, you may see what we term ERC, which is 
12 equivalent residential connection. That is one 
13 method. 
14 Q When Florida Water Services went through 
15 the rate proceeding -9 I think we were talking earlier 
16 about a consolidated rate or a unified rate? 
17 A In  1991, they filed a rate case. 
18 Q Yes,sir. 
19 A Actually, I guess it was 1992, in which 
20 they received a uniform rate for many of their 
21 operating systems, for some. There were others that 
22 were not included, 
23 Q Was Enterprise Utilities included? 
24 
25 to be sure. I don't believe they were. 

A I would have to go back and check on that 
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Q Consistent with your rules and regulations, 

can a utility that's being operated as a receivership 
be included in a uniform rate proceeding? 

MR. LUCZAK: Object to the form of the 
question, 
A I imagine it could, but in a practjcal 

sense, the Commission would not like to have that 
done. 

Q Why? 
A Because at any point in time, the operating 

company, such as Florida Water Services, could not be 
the receiver of that utility company. 

proceeding by Florida Water Services before the 
Commission? 

MR. LUCZAK: Object to the form of the 
question. 
A What do you mean by the outcome? 
Q Did it remain in effect? 

MR. LUCZAK: Object to the form of the 
question. 
A .Did what remain in effect? 
Q Was a uniform rate established? 
A Yes, a uniform rate was established. The 

Q What was the outcome of the uniform rate 

uniform rate did not remain in effect due to an 
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appeals case. The Commission went to a different rate 
structure a t  a point in time, probably about 1995, 
'94, I believe the uniform rates were only in effect 
for approximately two years. 

Q What effect did the ultimate ruling of the 
court have on the rates that had been collected prior 
to that ruling? 

MR, LUCZAK: Object to the form of the 
question insofar as it calls for a legal 
conclusion on the part of the witness. 
A At this point in time, the appeal process 

has not been completed in that docket. It's still 
before the appeals court. So I really can't answer 
the question. 

that was filed, not only on behalf of Enterprise 
Utilities, but on behalf of all of the units of 
Florida Water Services, what -- strike that. Let me 
start over on this question. 

Does the inclusion of Enterprise Utilities 
for reporting purposes as one of the operating units 
of Florida Water Services have any effect on the 
uniform rate that might be determined? 

MR, LUCZAK: Is that the end? Object to 

Q So far as it appears from the annual report 

the form of the question. 
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MR. WATTS: And E can tell that the witness 

does too. 
BY MR. WATTS: 

Q What I'm trying to find out is, how tangled 
is the income, expense, assets, and so forth of 
Enterprise Utilities in the data that were submitted 
in the unified rate proceeding? 

MR. LUCZAK: Object to the form of the 
question. 
A Let me try to answer it this way. Certain 

expenses are naturally allocated from what is Florida 
Water Services currently. Those expenses are 
allocated out to Enterprise Utilities as a cost of the 
Florida Water operating enterprise, and those expenses 
are not included in any revenue requirement for 
Florida Water Services in one of their rate cases. 
And therefore, I think what you're wing to get at is 
that it has -- I'm not sure what you're tying to get 
at, but it has no effect upon the ultimate rates of 
Florida Water Services. 

Q So long as the allocations are accurate? 
A That's correct. 
Q And if the allocations are inaccurate, is 

it possible that the income or expense of the 
remaining owned portion of the Florida Water 
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1 operations could be skewed? 
2 MR. LUCZAK: Object to the form of the 
3 question , 
4 A If there was any skewing from it, it would 
5 be very immaterial. And the reason I say that is that 
6 Enterprise is a very small, really immaterial portion 
7 of Florida Water Services' operations. And if you 
8 were trying to set rates based on some kind of skewing 
9 in there, there's no way you could set it to the penny 

10 in these rates, 
I1 Q Does the retained earnings item have any 
12 effect whatever in the rate proceeding? 
13 
14 question, 
15 A Retained earnings is part of the company's 
16 equity, and that is exactly what the company earns its 
17 equity return on, is the company's investment in its 
18 own operations. 
19 Q What effect, if any, does the consolidation 
20 of the retained earnings of Enterprise Utilities at 
21 the consolidated company level have in a rate 
22 proceeding for the consolidated company? 
23 MR. LUUAK: Object to the form of the 
24 question. 
25 A That's pretty general. I'm not sure 

MR. LUCZAK: Object to the form of the 
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specifically what you're getting at. Are you getting 
at does the retained earnings from Enterprise 
Utilities Corporation have an effect? 

Q Yes, sir, 
A They should not, and I'll tell you why: 

Because when the Commission calculates the capital 
structure for a company, which includes equity and 
debt, Florida Water Services -- there is a pro rata 
reconciliation to the rate base, which is the 
investment of the company. And what I mean by 
pro rata reconciliation is that the capital structure 
of the equity and debt is adjusted down to the level 
of the investment that the company is going to eam a 
return on. If the company has more equity than is 
supportable by rate base, then that portion is 
pro rata adjusted out, Likewise, if they have more 
debt on their books than is supportable by the rate 
base we're looking at, that is adjusted out pro rata. 

of that, I don't believe it's going to have much 
effect, if any. 

Q Okay. My dilemma is that I am trying to 
find out what the retained eamings of Enterprise 
Utilities might be post 1992, which I think is the 
last year in which they were separately reported, Or 

So my answer to that would be that because 
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55 
it may have been '93, I don't mean to misstate it, 

what the true asset is for Enterprise Utilities as of 
the termination of the receivership? 

A I think your terminology is wrong. 
MR, LUQAK: Time out. And don't start 

answering that until I've had a chance to 
object. 

And again, Allen, we've gone through this 
previously, but please don't preface your 
questions with a commentary about your dilemmas 
and otherwise. I would be most appreciative if 
you would just ask questions. 

BY MR. WAlTS: 
Q How do we determine what the asset 

classified as retained earnings is for Enterprise 
Utilities, assuming that the receivership were to end 
in 1999? What records would we need? 

A You and I are having a problem with 
terminology, because retained earnings is not an 
asset. 

But I'm concerned with how do we find out 

Q Capital, 
A Yes, it's capital. 
Q Capital. 
A Like I said before, you'll have to -- my 
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way of determining that would be to go back to the 
books and records of the company and trace it 
through. You would have to trace it through with a 
cash flow analysis, more than likely. 

But the reason you'll have to go back to 
the books and records is that you don't have adjusting 
entries. You have no general journal. You have no 
books and records with an annual report. I f  you're 
going to do something like that accurately, you've got 
to go back to the books and records of the company to 
make that determination, and you'll have to calculate 
it year by year. 

Q So it's not simply a matter of adding the 
net eamings for each subsequent year? 

A It may not be, because what you're missing 
are the general journal entries. You need to do a 
trial balance to be able to close your books, and that 
encompasses a lot of joumal entries, and that's 
what's missing. I certainly wouldn't want to do it 
that way. I would want all the books and records to 
be able to do that. 

Q Very well. Does the Commission have any 
interest at all in -- strike that. 

What is the responsibility of the receiver 
to the Commission upon the receiver's discharge by the 
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1 Court? 
2 A Once they are discharged by the Court? 
3 Q Yes, What's the final responsibility, if 
4 any, to the Commission? 
5 A If they haven't turned in the prior year's 
6 annual report, that would be one responsibility that 
7 they have. But upon relinquishing that receivership, 
8 they have no responsibility to us. 
9 MR. WATTS: Nothing further. 

10 CROSS EXAMINATION 
11 BY MR, LUCZAK: 
12 Q Good morning, Mr, Willis, My name is Brad 
13 Luczak. I'm the attorney for Florida Water Sewices 
14 Corporation. like MrD Watts, I'm going to ask you a 
15 series of questions. I f  I ask you a question you fail 
16 to  either heat or understand, would you please ask me 
17 to  stop and either repeat or rephrase the question? 
18 A Yes. 
I9 Q Do you have any personal knowledge 
20 regarding the revenues of Enterprise Utilities other 
21 than that information gleaned from the annual reports 
22 that have been filed with the PSC? 
23 A No, I do not. 
24 Q Do you have any personal information 
25 regarding -- or personal knowledge regarding the 
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58 
expenses of Enterprise Utilities other than that 
information contained in the annual reports? 

do have on file the staff-assisted rate case, which 
was a review of one year which would encompass the 
expenses and revenues of Enterprise Utilities. 

Q Did you personally participate in that 
staff-assisted rate case? 

A No, I did not. 
Q So you didn't personally review the books 

A No. 
Q Did you have any involvement in the 

A No. And I would preface that that also we 

and records of Enterprise Utilities for that year? 

preparation of any of the annual reporb that have 
been filed with respect to Enterprise Utilities? 

A No. 
Q Have you ever audited any of the books and 

A No. 
Q Have you ever personally reviewed the 

detail for the annual reports? 
A Do you mean by detail the work papers 

coming up with the annual report, the books and 
records? 

Q Either the general ledger, the adjusting 

records of Enterprise Utilities? 
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journal entries, any of the sources of information 
that are combined t o  resuft in the annual reports, 

A 1 don't believe so. 
Q Have you made any effort to  personally 

verify any of the revenue items reflected in the 
annual reports that have been filed on behalf of 
Enterprise Utilities? 

A What do you mean by personally verify? 
Myself? 

Q Yes, sir, 
A No. 
Q Have you made any effort to  personally 

verify any of the expense items reflected in the 
annual reports that have been filed on behalf of 
Enterprise Utilities? 

A No, 
Q Have you been retained by any person or 

entity to  render an expert opinion regarding public 
utility receivership accounting in the Circuit Courts 
of  the State of Florida? 

A No, 
Q Have you formed any opinions regarding the 

proper accounting of public utility receiverships in 
the Circuit Courts of the State of Florida? 

A No. 
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Q Has anybody offered to  compensate you for 

A No. 
Q Do you consider yourself t o  be an expert in 

the field of public utility receivership accounting in 
the Circuit Courts of the State of Florida? 

rendering opinions in this case? 

A No, 1 do not. 
Q Earlier today you made reference to NARUC, 

which I believe you testified was the National 
Association of Regulated Utility Commission? 

A Regulatory Utility Commissioners. 
Q Thank you. Does NARUC specify an 

accounting methodology to  be used? 
A Does its specify? Let me answer that by 

saying this. The National Association of Regulatory 
Utility Commissioners have adopted a Uniform System of 
Accounts that I wrote. They publish that document for 
all 50 states and the provinces of Canada to use if 
they so desire. And at #is point, I think probably 
60 percent of the states have adopted that system of 
accounts to use for regulation, and it's also my 
understanding that municipals within the State of 
Florida also use that system of accounts. 

of Accounts of NARUC; is that correct? 
Q And Florida has adopted the Uniform System 
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1 A Yes. 
2 Q And in particular, the PSC has adopted the 
3 NARUC Uniform System of Accounts; correct? 
4 A Yes. The Florida Public Service Commission 
5 has by rule adopted that system of accounts. 
6 Q And the NARUC Uniform System of Accounts is 
7 not the same thing as GAAP or Generally Accepted 
8 Accounting Principles, is it? 
9 A No, it is not. 

10 Q Are you aware of any other accounting 
I1 methodologies or systems other than the NARUC Uniform 
12 System of Accounts and GAAP? 
13 A No. 
14 Q Would tax accounting necessarily be one or 
15 the other of those things? 
16 A Sure. You do have tax accounting. 
17 
18 be kept by a company for certain reasons, but some do 
19 keep a regulatory set of books. Most companies will 
20 keep a -- the larger companies, that is, will keep a 
21 regulatory set of books, and some keep a tax set of 
22 books, and they'll keep an accounting set of books. 
23 Q So there may be as many as three different 
24 sets of books for the same operating period; is that 
25 correct? 

And there are many sets of books that may 

62 
I A Yes, that's correct. 
2 Q And they could all be different, but 
3 correct; is that correct? 
4 A That isverycorrect. 
5 Q Do you know what accounting method, if any, 
6 is required by the Circuit Courts of the State of 
7 Florida with respect to public utility receivership 
8 accounting? 
9 A No. 

10 Q Do the annual rePo& that were filed on 
11 behalf of Enterprise Utiiities that you've been 
12 referring to today reflect or contain an operating 
13 statement on a cash basis? 
14 A They should not. They should be on an 
15 accrual basis. 
16 Q They don't simply show what cash was 
17 received during a period and what expenses were 
18 incurred during that Same period, do they? 
19 A No, they do not. They should be on the 
20 accrual basis of accounting, 
21 Q And the accrual basis of accounting -- 
22 well, could you tell me what the accrual basis of 
23 accounting is? 
24 A The accrual basis of accounting basically 
25 means that you have to accrue the cost for the 
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period. You have to show your costs, whether they're 
paid or not, for the period in which they were 
rendered. 

Q Would you pJease tefl me what the cash 
basis of accounting is? 

A The cash basis of accounting means that you 
record your costs and expenses as you pay them, which 
may not be for the period in which they're incurred. 

Q At  any time, are you aware of the PSC 
objecting to the annual reports that were filed on 
behalf of Enterprise Utilities? 

A There may have been an occasion when there 
may have been some deficiencies as far as the filing 
requirements, and that's strictly nothing more than 
that some page may not have been properly filled out. 
And that would be reflected in the working copies, but 
it has nothing to do with whether or not the ultimate 
report was accepted or not. 

Q From the PSC's regulatory perspective, 
were the annual reports that were filed on behalf of 
Enterprise Utilities appropriate? 

A Yes. They were accepted. 
Q Is there a formal acceptance with respect 

A No, there is not, but there is a formal 
to the reports that are filed with the PSC? 
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64 
unacceptance. Judy is quite aware of that. 

Q So if an annual report is filed with the 
PSC and is not rejected, it is then accepted; correct? 

A That's correct. You will definitely know 
if your report is not accepted. 

MS, KIMBALL: You can't get them to commit 
to anything that's good for you. 

BY MR. LUCZAK: 
Q Ultimately, there has been an annual report 

filed on behalf of Enterprise Utilities for each year 
through 1998 that has been accepted by the PSC; is 
that correct? 

A I believe you are correct. I'm not sure -- 
and the reason I'm prefacing that, I'm not sure back 
when the receivership was formed under Dean Deakyne 
that an annual report was filed. 

Q Do you have any information regarding the 
accounting, if any, prepared by Dean Deakyne as the 
prior receiver for Enterprise Utilities? 

A Yes. 
Q And what knowledge do you have in that 

regard? 
A I have -- in reviewing some of the docket 

files on Enterprise, I came across a summary by one of 
our auditors, I believe, of an accounting during Dean 
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1 Oeakyne, It's in the form of a memorandum. That's 
2 the only personal knowledge I have of it, Basically, 
3 what I drew out of it is that he basically reported a 
4 large operating loss during the period he had it. 
5 Q With respect to capital invested in 
6 Enterprise Utilities by Florida Water Services 
7 Corporation and its predecessors, Southern States 
8 Utilities and Deltona Utilities, would the rate order 
9 in, I believe you said 1986, better reflect what 

10 capital expenditures had been made by Florida Water 
11 than your recollection here today? 
12 A My review -- and you're talking about the 
13 order from the rate case that I referred to earlier, 
14 the staff-assisted rate case? 
15 Q Correct. 
16 A My review of that order did not break down 
17 that portion which was invested by the company. 
18 Well, I take that back. It did. It did 
19 actually break down that portion invested. I believe 
20 it did as part of the order, 
21 Q You believe that order would be a more 
22 accurate source of information than your recollection 
23 sitting here today? 
24 A Yes. It's an accurate determination of our 
25 auditors at that point accepted by the Commission, 
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Q Have you ever testified as an expert 

witness in state court proceedings regarding public 
utility receivership accounting? 

A No. 
Q Prior to today, have you spoken with 

A Yes. 
Q When was that? Have you spoken with him on 

more than one occasion? 
A On one occasion. 
Q Was that in person or by telephone? 
A I believe I may have spoken with him by 

telephone briefly about whether or not I might be the 
person to talk to about Enterprise. I indicated I 
could talk to him about it, and an arrangement was 
made to meet with him with my counsel, Ms. Patty 
Christensen, and we did meet. 

Q When did that meeting take place? 
A I would have to go back and review my 

calendar. It was approximately three or four weeks 
ago, about a month, maybe even longer. 

that meeting? 

transferred to the County, his role as the customers' 

Mr, Watts regarding Enterprise Utilities? 

Q What was the substance of the discussion at  

A We talked about the receivership being 
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67 
attorney, and what he was looking for. 

to what he was looking for? 

should be turned over to the Enterprise system upon 
the discontinuance of the receivership. 

should be cash to be turned over upon the termination 
of the receivership? 

A Well, we talked about there might be areas 
where there were noncash items like depreciation or 
profit earned for certain years which might ultimately 
lead to retained earnings for the company. 

there should be cash turned over at  the termination of 
the receivership? 

Q And what did he tetl you in that regard as 

A Well, it's basically as to how much cash 

Q Did he tell you why he believed that there 

Q Did you form any opinions about whether 

A No, I didn't. 
Q Do you have any opinions as to the 

appropriate amount of compensation due to Florida 
Water and its predecessors, Southern States Utilities 
and Deltona Utilities, for the sewices provided as 
receiver over the past approximately 18 years? 

that's got to be determined by the Court. In my 
experience, that has always been determined by the 

A No, I do not. I think that's something 
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68 
courts. 

MR. LUCZAK: I f  we could take a break for a 
moment. 

(Short recess.) 
BY MR. LUCZAK: 

Q Mr, Willis, to your knowledge, have there 
been other public utility receivers that were public 
utilities? 

A Yes. 
Q With regard to any of those public utility 

receivers who were also public utilities, were those 
considered affiliated companies for reporting 
purposes? 

A To answer that, I would have to go back and 
look at  how they reported. 

Q You don't know sitting here today whether 
that has ever occurred in the past with respect to any 
other receivership? 

the receivership and their own? 
A Where they filed a consolidated return for 

Q Yes, sir, 
A I would have to go back and check. 
Q Do you know whether, even if they didn't 

file a consolidated retum, in the retum filed for 
the utility and receivership, whether the receiver was 

ACCURATE STENOTYPE REPORTERS. INc. - 8!in/~78-7771 



- SHEET 18 
69 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
10 
19 
20 
21 
22 
23 
24 
25 
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annual reports. 
A I would have to go back and check the 

Q Are you familiar with the term "A&G"? 
A If you're referring to administrative and 

general expenses, yes. 
Q Yes, sir. You got rid of my next question 

thereB 
Could you please tell me what 

administrative and general expenses are? 
A They are usually expenses that can't be 

directly assignable to a certain operating division. 
They usually refer to accounting expenses, expenses 
for lawyers, engineering costs, billing costs, those 
types of costs, the nature of which you perform for 
all operations at  the same time. J3ey're usually 
allocated. You can't directly assign those to one 
separate operation. And because of that, they're 
labeled as administrative and general expenses and 
normally are allocated out to the operating divisions. 

Q Does the PSC ever audit A&G? 
A Yes, in every case. 
Q Has the PSC ever audited the A&G for 

A Yes. 
Florida Water and its predecessors? 

70 
1 Q And has the PSC as part of that audit 
2 audited the allocation methodology used by Florida 
3 Water? 
4 A In every case, every case. 
5 Q Earlier MtB Watts asked you some questions 
6 about accounts receivable of associated companies. 
7 Is there also an account for accounts payable of 
8 associated companies? 
9 A Yes. 

10 Q Should those two accounts be offset or 
11 netted? 
12 A Well, they're normally combined when you 
13 look at it. There will either be a debit or credit 
14 balance. But, yes, they are offset. 
15 
16 
17 
18 REDIRECT EXAMINATION 
19 BY MR. WAITS: 
20 Q Mr. Willis, did I understand 9- you said 
21 this quickly. Did I understand that you wrote the 
22 Uniform System of Accounts? 
23 A Yes, I did. I wrote the 1996 version that 
24 has been adopted by NARUC, and I co-authored the 1984 
25 version which the '96 replaced. 

MR, LUCZAK: Okay. Thank you. I don't 

MR, WATTS: Just a couple. 
have any further questions at this time. 

- 
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Q What are the substantial differences 

between the Uniform System of Accounts for utility 
regulatory purposes and GAAP? I mean, I'm not looking 
for an hour's discourse, 

MR. BIUNSKI: How many days have you got? 
MS. CHRKTENSEN: Can you be more specific? 

Because 1 have a feeling that that's going to 
require a lot more time than everybody has got. 

BY MR. WATTS: 
Q Can you direct me to any readings on that 

subject that describe what the differences are and 
why? 

A You might want to go to Matthew Bender. I 
think that's one of the textbooks produced by Matthew 
Bender, which is a publishing company, which covers 
regulatory accounting. I can't offhand think of the 
actual name of it, but they cover regulatory 
accounting. 

Q Have you pubiished any works, articles? 
A No. 

MR. WAllS:  Nothing further. 
MR. LUCZAK: I don't have anything further. 
(Deposition concluded at 12:OS pm.) 
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