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PREFILED REBUTTAL TESTIMONY OF PATRICIA W .  MERCHANT 

Please s ta te  your name and professional address. 

My name i s  Patr ic ia  W.  Merchant and my business address i s  2540 Shumard 

Q. 
A .  

Oak Boulevard, T a l  lahassee, F lor ida 32399-0850. 

Q. 

A .  I am employed by the  F lor ida Public Service Commission as a Public 

U t i l i t i e s  Supervisor i n  the  Div is ion o f  Water and Wastewater. 

0. Did you prepare p r e f i l e d  d i rec t  testimony i n  t h i s  case? 

A. Yes. 

Q. What i s  the  purpose o f  your rebut ta l  testimony? 

A.  The purpose o f  my testimony i s  t o  rebut ce r ta in  par ts  o f  Mark Kramer’s 

testimony f i l e d  on behalf o f  Lake U t i l i t y  Services, Inc.  (LUSI) regarding 

p lan t  i n  service and contr ibut ions i n  a id  o f  construct ion ( C I A C ) .  

Q. 

p lan t  i n  service? 

A. In  Mr. Kramer’s d i rec t  testimony on pages 14 and 15, he contested p lant  

adjustments t o t a l i n g  $32,179 which the Commission made i n  Proposed Agency 

Act ion (PAA) Order No. PSC-97-0531-FOF-WU. The f i r s t  adjustment was the 

removal o f  $17.053 from the Lake Saunders water p lan t .  I n  my d i rec t  testimony 

I agree wi th  M r .  Kramer’s comments on t h i s  adjustment and w i l l  not  address it 

here fu r ther .  The remaining p lant  di f ference M r .  Kramer addressed amounted 

t o  $15,126, which he stated was unsupported by explanations or  de ta i l s .  I 

disagree. Since the  s t a f f  auditors and I recalculated a l l  o f  the p lant  

add i t ions  and retirements from day one, we corrected many adjustments tha t  

were recorded by the  u t i l i t y  i n  1995 and should have been recorded i n  p r i o r  

By whom are you employed and i n  what capacity? 

What comments do you wish t o  make regarding M r .  Kramer’s testimony on 
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years. As such, the tes t  year average i s  d i f f e r e n t  even thought the year end 

amounts are r e l a t i v e l y  close. I do not agree w i t h  Mr. Kramer’s argument on 

t h i s  adjustment as I bel ieve tha t  our t e s t  year p lan t  addit ions and 

retirements are correct .  

a. What are the CIAC adjustments tha t  you are addressing? 

A.  Mr. Kramer, on pages 20-22. contested three CIAC adjustments made i n  the 

PAA order to ta l ing  $81.886. His f i r s t  dispute addressed $16,500 f o r  the V i s t a  

Subdivision. The u t i l i t y  was unable t o  locate an invoice supporting the 

payment o f  t h i s  amount p r i o r  t o  the  PAA order. M r .  Kramer attached t h i s  

invoice as an exhib i t  t o  h i s  testimony. and I agree w i th  t h i s  adjustment. The 

second dispute related t o  the  Highland Pointe system. Mr. Kramer stated tha t  

the Comnission removed $16,923 i n  p lan t  f o r  lack o f  supporting documentation. 

Since t h i s  p lant  was contr ibuted, Mr. Kramer t e s t i f i e d  t h a t  the  same amount 

o f  C I A C  should also be removed. He said tha t  when the  p lant  was o r i g i n a l l y  

booked. the  u t i l i t y  o f f s e t  C IAC f o r  the  t o t a l  cost o f  p lan t .  I have two 

disagreements w i th  Mr. Kramer’s testimony. F i r s t ,  whi le  the Commission 

reduced three plant accounts by $16.923. two other accounts were increased by 

$9,920. The Commission’s adjustment resul ted i n  a net reduction o f  $7,003. 

Secondly, t he  u t i l i t y  d i d  not book a l l  o f  i t s  p lant  t o  CIAC.  It recorded 

$75,000 i n  p lant  and 570.000 i n  CIAC.  This di f ference re la ted  t o  $5.000 i n  

undis t r ibuted p lant  the  u t i l i t y  r e t i r e d  i n  the  year o f  purchase. The 

fo l lowing year the u t i l i t y  added $5.000 back t o  undis t r ibuted p lant  t o  zero 

out  t h i s  amount, and d i d  not make a corresponding o f f s e t  t o  CIAC. AS such, 

C IAC should have been decreased by $2.003. which i s  the  net amount (87,003 

less $5.000) that  was o r i g i n a l l y  booked as CIAC.  Neither the  916.923 nor the 
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$2.003 adjustment t o  CIAC was included i n  the  PAA order. 

(1. 

on C I A C ?  

A. With regard t o  the  Lake Saunders system, the u t i l i t y  o r i g i n a l l y  booked 

i t  as a purchase, and i t  was considered a c e r t i f i c a t e  t rans fer .  A t  the time 

o f  t rans fer .  the system d id  not have rates,  so the  Commission approved 

temporary, then f i n a l ,  o r i g ina l  ra tes.  Rate base was not established i n  the 

ce r t i f i ca te  transfer docket. I n  t h i s  current ra te  case, Docket No. 960444-WU, 

the  audi tors reviewed a l l  o f  the supporting documentation and found 

unsupported p lant  amounts. The u t i l i t y  had also included a negative 

acqu is i t i on  adjustment i n  r a t e  base. Since the  Commission never set ra te  

base. no acquisit ion adjustment was addressed or  approved. I n  the  PAA order, 

the Commission removed the  acqu is i t ion  adjustment and instead increased CIAC 

by 848.463. This was the  d i f ference between the  adjusted p lan t  amount o f  

858.463 and the $10.000 purchase pr ice .  By adding the  $17.053 i n  p lan t  t h a t  

I added i n  my d i rec t  testimony, the  adjusted p lant  balance f o r  Lake Saunders 

should be 875,515. Since the  Commission did not perform an audi t  o f  the  

o r ig ina l  u t i l i t y  owner's books a t  the  t ime o f  t ransfer ,  I have no knowledge 

o f  how t h i s  developer recorded the  construction of  the  u t i l i t y  p lan t .  

Further, the developer sold the  p lan t  t o  the  u t i l i t y  f o r  810,000. and w i t h  an 

adjusted o r ig ina l  p lan t  cost  of approximately 875.515. t he  developer could 

have eas i l y  costed o f f  the  remainder t o  cost  o f  goods sold.  As such, t h i s  

would have been CIAC. Since LUSI cannot show otherwise, I bel ieve t h a t  C I A C  

for  the  Lake Saunders system as o f  t he  date o f  purchase should be 865,515. 

This amount i s  determined by tak ing the  PAA order adjustment t o  increase CIAC 

What other comments do you wish t o  make regarding Mr. Kramer's testimony 
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by 848.463. plus 817.053 of C I A C  on the addi t ional  p lant  adjustment discussed 

i n  the p lant  section above 

0. 

A .  Yes, i t  does. 

Does t h i s  conclude your testimony? 
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