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DIRECT TESTIMONY OF WILLIAM TROY RENDELL 

1. 

\ .  

joulevard, Tallahassee, F l o r i d a  32399:- 

1. 
\ .  I am employed by t h e  F lo r i da  Publ ic Service Commission as a Publ ic 

J t i l i t i e s  Supervisor i n  t h e  S t a f f  Assisted Cases Section, Bureau o f  Rate 

Iases. D i v i s i o n  o f  Economic Regulation. 

1- 
1. Since November, 1987. 

1. 
4ND PROFESSIONAL EXPERIENCE? 

4 -  1 graduated from Gu l f  Coast Community College i n  1985 w i t h  an Associate 

3 f  A r t s  Degree i n  Business Admin is t ra t ion .  I n  1987, I graduated from t h e  

F lo r i da  Sta te  Un ive rs i t y  w i t h  a Bachelor o f  Science Degree i n  Finance, 

WOULD YOU PLEASE STATE YOUR NAME AND BUSINESS ADDRESS? 

My name i s  Troy Rendell ,  and my business address i s  2540 Shumard Oak 

BY WHOM ARE YOU EMPLOYED AND I N  WHAT CAPACITY? 

HOW LONG HAVE YOU BEEN EMPLOYED WITH THE COMMISSION? 

WOULD YOU PLEASE G I V E  A BRIEF DESCRIPTION OF YOUR EDUCATIONAL BACKGROUND 

A f t e r  graduation, I was employed as a comptrol ler  f o r  Po r t  Panama City 

Yarina, I n c .  I n  November 1987, I began working f o r  t h e  F lo r i da  Public Service 

Commission as a Regulatory Analyst I i n  t h e  Bureau o f  Gas Regulat ion, D i v i s i o n  

o f  E l e c t r i c  and Gas. I n  January, 1991, dur ing  a s t r u c t u r a l  reorganizat ion o f  

the Commission, I j o i ned  t h e  D i v i s i o n  o f  Aud i t i ng  and F inanc ia l  Analysis i n  

the Bureau o f  Accounting. I n  October, 1991. I t r ans fe r red  t o  t h e  D i v i s i o n  o f  

Water and Wastewater as a Regulatory Analyst I V  i n  t h e  Bureau o f  Indus t ry  

5 t ruc tu re  and Po l i cy  Development. On March I, 1994 I accepted my cur ren t  

l o s i t i o n  w i t h i n  t h e  Bureau o f  Rate F i l i n g s  i n  t h e  D i v i s i o n  o f  Economic 

?egulat ion.  b 
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Q .  

SERV I C E  COMM ISS I ON? 

A .  Yes. I t e s t i f i e d  i n  Docket No. 930880-WS, ( I n v e s t i g a t i o n  o f  SSU's Rate 

S t ruc tu re ) .  I have a l so  f i l e d  d i r e c t -  testimony i n  Docket No.  980992-WS - 

Complaint by D . R .  Horton Customer Homes, Inc .  Against Southlake U t i l i t i e s ,  

Inc .  ; Docket No. 960329-WS, (Gu l f  U t i l i t y  Company Rate Case) : and Docket N o .  

880002-EG, t h e  Energy Conservation Cost Recovery (ECCR) docket. 

Q.  WHAT ARE YOUR PRESENT RESPONSIB IL IT IES WITH THE COMMISSION? 

A .  I am responsible f o r  supervis ing a professional  techn ica l  s t a f f  who  are 

i nvol ved i n accounting , engineering , and r a t e  aspects o f  formal r a t e  increase 

app l ica t ions ,  reverse make-whole proceedings, serv ice  a v a i l a b i l i t y ,  l i m i t e d  

proceedings , and reuse appl i c a t i  ons . The primary responsi b i  1 i t y  o f  my sect ion 

i s  i n  s t a f f  ass is ted  r a t e  cases, 1 im i ted  proceedings, and reuse dockets. My 

r e s p o n s i b i l i t i e s  also i nc lude  prepar ing and present ing exper t  testimony 

concerning accounting and r a t e  matters a t  formal hearings before t h e  

Commission, as we l l  as adv is ing  and making recommendations t o  t h e  

Commissioners. I am a l s o  responsible f o r  conducting research, generic 

i nves t i ga t i ons  and recommending s t a t u t o r y  and r u l e  changes, and Commission 

p o l i c i e s  on areas o f  my r e s p o n s i b i l i t y .  

Q.  WHA IS THE PURPOSE OF YOUR TESTIMONY I N  T H I S  PROCEEDING? 

A.  The purpose o f  my testimony i s  t o  provide in fo rmat ion  regarding t h e  

protested items i n  t h e  s t a f f  ass is ted  r a t e  case o f  The Woodlands o f  Lake 

Placid,  L . P .  S p e c i f i c a l l y ,  I am addressing (1) t h e  appropr iate amount o f  

imputed revenue f o r  t h e  Camp F l o r i d a  Resort ;  (2) t h e  appropr iate amount o f  

o f f i c e  r e n t ;  (3) whether t he  u t i l i t y  should be required t o  refund overearnings 

HAVE YOU HAD CAUSE TO TESTIFY I N  OTHER DOCKETS BEFORE THE FLORIDA PUBLIC 

* 
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due t o  an unauthorized r a t e  increase. 

Q. WAS YOUR SECTION DIRECTLY INVOLVED I N  THE STAFF ASSISTED RATE CASE FOR 

THE WOODLANDS? 

A. Yes. I d i r e c t l y  supervised t h e  s t a f f  members who worked on The 

Woodland's s t a f f  ass is ted  r a t e  case. 

Q.  

LOCATED I N  THE CAMP FLORIDA RESORT? 

A .  Camp F lo r i da  Resort,  L . P .  was owned by Camper Cor ra l ,  I n c .  dur ing  

the  t e s t  year i n  t h i s  case. Camper C o r r a l ,  I n c .  was a l so  t h e  general partner 

o f  The Woodlands o f  Lake P lac id ,  L.P. According t o  Aud i t  Exception No. 15 and 

a u t i l i t y  l e t t e r  dated August 5 ,  2002 from Mr. John Love le t te ,  Camp F lo r ida  

Resort, LP owns a t o t a l  o f  232 l o t s  i n  Lake P lac id  Camp F lo r ida  Resort. The 

u t i l i t y  provides water and wastewater serv ice  t o  both t h e  r e n t a l  l o t s ,  as we l l  

as t he  l o t s  t h a t  are p r i v a t e l y  owned by customers. According t o  t h e  u t i l i t y ,  

70 o f  these r e n t a l  l o t s  a re  undeveloped and cannot be rented. Therefore, 

based upon t h i s  representat ion,  s t a f f  d i d  no t  use these 70 l o t s  i n  c a l c u l a t i n g  

water and wastewater revenues. Since water and wastewater serv ices  are 

provided t o  a17 o f  t h e  l o t s  loca ted  w i t h i n  t h e  Camp F lo r i da  Resort, except f o r  

the  undeveloped l o t s ,  revenues should be imputed and recorded f o r  t h e  ren ta l  

1 o ts  . 

Q.  

RECORDED FOR WATER AND WASTEWATER? 

A.  The appropr iate revenues t h a t  should be imputed and recorded i s  $42,768 

f o r  water and $25.272 f o r  wastewater. This f i g u r e  i s  der ived by tak ing  t h e  

t o t a l  RV l o t s  i n  Camp F l o r i d a  of 397, less  t h e  i n d i v i d u a l l y  owned lots  o f  165 

COULD YOU EXPLAIN THE NECESSITY OF IMPUTING REVENUES FOR THE RENTAL LOTS 

Yes. 

WHAT ARE THE APPROPRIATE AMOUNT OF REVENUES THAT SHOULD BE IMPUTED AND 

-3- 
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lots and t h e  70 undeveloped l o t s  which r e s u l t s  i n  162 r e n t a l  l o t s .  Then t h e  

monthly water r a t e  o f  $22 and monthly wastewater r a t e  o f  $13 are app l ied  t o  

these 162 r e n t a l  l o t s .  

Q. DO YOU HAVE ANY OTHER DOCUMENTS-WHICH INDICATE THAT THESE LOTS WERE 

BEING RENTED DURING THE TEST YEAR? 

A. Yes, t h e  u t i l i t y  provided ren ta l  data f o r  t h e  12 month pe r iod  ending 

June, 2002. According t o  t h i s  data, Camp Coral F l o r i d a ' s  bus ies t  ren ta l  

season occurs dur ing t h e  months o f  January through March. For January, there  

were 143 l o t s  rented; f o r  February, there  were 156 l o t s  rented; and f o r  March, 

there  were 124 l o t s  rented. 

Q. WHY SHOULD REVENUES BE IMPUTED FOR THE RENTAL LOTS? 

A .  Essen t ia l l y ,  Camp F lo r ida  Resort i s  a bu lk  water and wastewater customer 

o f  the  Woodlands o f  Lake P lac id .  This i s  an a f f i l i a t e d  non-regulated company. 

The water and wastewater serv ice  has been provided t o  t h i s  RV park s ince i t s  

incept ion .  I f  revenues are  not imputed f o r  t h i s  serv ice ,  a l l  o f  t h e  other 

water and wastewater customers, i nc lud ing  t h e  r e s i d e n t i a l  customers, would be 

subs id iz ing  t h e  unregulated r e s o r t .  Since Camp F lo r ida  Resort receives 

compensation through r e n t a l  fees o f  these l o t s ,  they should be b i l l e d  and 

reimburse t h e  u t i l i t y  company f o r  t h e  water and wastewater services i t  

recei  ves . 

Q .  

A .  

Q .  

RENT I N  THIS RATE CASE? 

A. 

WHAT I S  THE NEXT ISSUE YOU ARE ADDRESSING? 

I am addressing t h e  appropr iate amount o f  ren t  expense f o r  t h e  u t i l i t y .  

WHY D I D  STAFF RECOMMEND THAT THE UTILITY SHOULD NOT RECEIVE ANY OFFICE 

The b u i l d i n g  where t h e  u t i l i t y ' s  o f f i c e  i s  loca ted  i s  owned by t he  Camp 
v 
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F lo r ida  Property Owners Associat ion.  The assoc ia t ion  d i d  no t  charge nor 

c o l l e c t  any r e n t  from the  u t i l i t y  dur ing t h e  t e s t  per iod .  Fur ther ,  according 

t o  the  2002 Proposed Budget o f  t he  Camp F lo r ida  Property Owners Associat ion 

submitted by Mr. John Love le t te ,  president o f  t h e  assoc ia t ion ,  t h e  i nd i v idua l  

l o t  owners pay a p o r t i o n  o f  t he  e l e c t r i c  expense, water and wastewater 

expense, insurance expense, c l  eaning expense, and maintenance expense f o r  t h e  

sales o f f i c e .  This i s  t h e  o f f i c e  t h a t  t h e  u t i l i t y  a l s o  occupies. Therefore, 

s ince t h e  u t i l i t y  i s  not paying r e n t  f o r  t h i s  o f f i c e  space and a l l  other 

expenses are being passed onto the  l o t  owners, r e n t  expense should not be 

recovered through water and wastewater serv ice  r a t e s .  

Q. 

ADDRESSED THE UNAUTHORIZED RATES? 

A. Yes. Pursuant t o  order PSC-02-0250-PAA-WA, issued February 26, 2002. 

i n  Docket No. 990374-WS, the  Commission granted Woodlands i t s  water and 

wastewater c e r t i f i c a t e s  and allowed i t  t o  c o l l e c t  i t s  cu r ren t  ra tes  on a 

temporary bas i s .  However, i n  t h a t  same order,  t he  Commission required t h e  

u t i l i t y  t o  ho ld  revenues subject  t o  refund from t h e  t ime o f  i t s  unauthorized 

r a t e  increase through t h e  pendency o f  t h e  s t a f f  ass is ted  r a t e  case. 

Therefore, t h e  amount held subject  t o  refund i s  $6.29 per month for water and 

$3.71  per month f o r  wastewater. The Commission found t h a t  t h e  u t i l i t y  would 

be requ i red  t o  make refunds t o  i t s  customers i f ,  i n  t h e  s t a f f  ass is ted  r a t e  

case, t h e  u t i l i t y  was found t o  have exceeded i t s  author ized r a t e  o f  r e t u r n  for 

the i n t e r i m  c o l l e c t i o n  per iod .  

Q .  

BE REQUIRED TO REFUND THESE UNAUTHORIZED RATES? 

CONCERNING THE ISSUE RELATED TO REFUNDS, HAS THE COMMISSION PREVIOUSLY 

WHAT IS THE PROPER METHODOLOGY TO DETERMINE WHETHER THE UTILITY SHOULD 

* 
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A. For t h i s  u t i l i t y ,  t he  i n t e r i m  c o l l e c t i o n  pe r iod  i s  t h e  t ime from the  

implementation o f  t he  unauthorized r a t e  increase. January 1998, u n t i l  t he  

implementation o f  t he  Commission approved f i n a l  r a t e s .  I n  t h i s  proceeding t h e  

t e s t  pe r iod  f o r  establishment o f  prospect ive ra tes  was t h e  average t e s t  year 

ended December 31, 2001. w i t h  pro forma adjustments f o r  known and measurable 

changes i n  2002. The u t i  l i t y  has no t  made any major p l a n t  add i t i ons ,  nor has 

i t  had s i g n i f i c a n t  changes i n  i t s  operat ing expenses o r  t h e  number o f  

customers s ince i t  imp1 emented i t s  unauthori zed r a t e  increase, i n  January 

1998. A d d i t i o n a l l y ,  t he  u t i l i t y ' s  p r i o r  years were unaudited and the re  were 

numerous adjustments made t o  the  u t i l i t y ' s  t e s t  year balances. Based on the  

above, I be l i eve  t h e  December 31, 2001, t e s t  year i s  representa t ive  o f  t h e  

p r i o r  years and should be used as a proxy f o r  determining t h e  u t i l i t y ' s  

earnings dur ing  the  i n t e r i m  c o l l e c t i o n  pe r iod .  

Therefore, t o  determi ne t h e  i n t e r i m  revenue requ i  rement , t h e  f i n a l  

revenue requirement should be adjusted for i tems no t  representa t ive  o f  t h e  

per iod  t h e  unauthorized ra tes  were i n  e f f e c t .  Adjustments should make f o r  pro 

forma p l a n t ,  t he  r e l a t e d  adjustments f o r  accumulated depreciat ion and 

deprec ia t ion  expense, and any prudent r a t e  case expense from the  c a l c u l a t i o n .  

Q.  IF I T  IS DETERMINED THAT A REFUND IS REQUIRED, WHAT IS THE APPROPRIATE 

REFUND METHODOLOGY? 

A.  The unauthorized r a t e  increase was on ly  c o l l e c t e d  from t h e  150 

r e s i d e n t i a l  l o t  owners w i t h i n  the  Camp F l o r i d a  Park, as we l l  as the  33 

r e s i d e n t i a l  customers ou ts ide  t h e  park.  Therefore, any refunds should on l y  

be pa id  t o  t h e  actual r e s i d e n t i a l  customers who pa id  t h e  unauthorized increase 

i n  ra tes .  
t 
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Q .  IS THERE ANYTHING FURTHER YOU WOULD L I K E  TO ADDRESS I N  YOUR TESTIMONY? 

A .  Yes. I n  the  d i r e c t  test imony o f  company's witness John t o v e l e t t e ,  he 

ind ica tes  t h a t  t he  owner o f  t h e  RV l o t s  has advised t h e  u t i l i t y  t h a t  i t  w i l l  

p h y s i c a l l y  disconnect these ren ta l  l o t s  from the  water and wastewater system. 

I f  t h i s  disconnect occurs, i t  w i l l  e f f e c t  several o ther  issues contained 

w i t h i n  t h e  ca l  cu l  ated revenue requi  rement and t h e  r e s u l t i n g  ra tes .  

Q .  COULD YOU EXPLAIN FURTHER? 

A .  Yes. These ren ta l  l o t s  have been rece iv ing  water and wastewater serv ice  

as p a r t  o f  t h e  RV pa rk ' s  r e n t a l  services and inc luded as p a r t  o f  t h e  ren ta l  

amount charged. This in fo rmat ion  i s  r e a d i l y  a v a i l a b l e  on t h e  Camp F lo r ida  

Resor t ' s  website a t  www.campfla.com. These l o t s  were inc luded i n  several 

aspects o f  t h e  revenue requirement c a l c u l a t i o n .  These inc lude t h e  c a l c u l a t i o n  

o f  used and use fu l ,  t h e  i n c l u s i o n  o f  water meters i n  t h e  proforma p l a n t  

allowance, t h e  imputat ion o f  revenues, t h e  meter reading expense, the  b i l l i n g  

expense, and the  i n c l u s i o n  o f  ERCs and ga l lons  i n  t h e  r a t e  c a l c u l a t i o n .  I f  

t h e  reduc t ion  i n  consumption could be quan t i f i ed ,  i t  could a l s o  poss ib ly  

a f f e c t  purchased power expense and chemical expense as w e l l .  I f  these ren ta l  

l o t s  are subsequently disconnected f rom the  water and wastewater serv ice  

immediately a f t e r  the dec i s ion  i n  t h i s  r a t e  case, these ca l cu la t i ons  should 

be r e v i  s i t e d .  

Q. 

A .  No. To determine i f  a refund o f  unauthorized ra tes  i s  appropr iate.  

s t a f f  must ca l cu la te  the  revenues and revenue requirement f o r  t h e  past periods 

when these ra tes  were charged. These ren ta l  l o t s  received water and 

wastewater serv ice  as  p a r t  o f  t h e  RV parks services,  and were included i n  t h e  

DOES THIS EFFECT THE REFUND CALCULATION? 
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l o t  ren t  charged. Therefore, these revenues must be imputed as I have 

discussed previous ly  i n  my t es t imony.  

Q .  

A. Yes. 

DOES THIS CONCLUDE YOUR TESTIMONY? 

1 
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