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P R O C E E D I N G S  

(Transcript continues i n  sequence from Volume 4.) 

CHAIRMAN JACOBS: Very wel l .  And we will c a l l  again 

Vlr. Burton. 

MR. WHARTON: Are we going t o  do Mr. Burton again? 

CHAIRMAN JACOBS: Yes. And, M r .  Melson, you may 

zontinue. 

MR. MELSON: And, Commissioners, I had the 

Dpportunity during the l a s t  couple o f  witnesses t o  go through 

and a t  least  get some o f  my notes cross-referenced, so I ' m  

going t o  t ry  t o  do t h i s  as quickly as I can and yet  not go so 

fast  t ha t  I lose myself. 

MICHAEL E. BURTON 

Mas recal led as a witness on behalf o f  Intercoastal U t i l i t i e s ,  

Inc. ,  and, having been previously sworn, t e s t i f i e d  as follows: 

CONTINUED CROSS EXAMINATION 

BY MR. MELSON: 

Q Mr. Burton, j u s t  t o  b r ing  us back t o  where we were, I 

th ink we talked so f a r  mostly about outputs o f  the model rather 

than inputs. Is tha t  f a i r  t o  say, i f  you reca l l ?  

Mostly, I guess, yeah. 

Would you agree wl'th me t h a t  the outputs you get from 

are only as good as the inputs and l o g i c  tha t  go i n t o  

That 's a p r e t t y  commonly held feel ing,  yes. 

FLORIDA PUBLIC SERVICE COMMISSION 
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Q 
A 

Is i t  a fee l ing you subscribe to? 

There's a l o t  tha t  goes i n t o  the v a l i d i t y  o f  

analysis. The data tha t  goes i n t o  it i s  one o f  the things, 

yes. 

Q Okay. L e t ' s  t u rn  t o  Figure 2 on page - -  I t ' s  my page 

numbered 18. I ' m  s t i l l  i n  Exhibi t  MB-3 i n  Scenario l a .  

A On page - -  

Q 

A Okay. 

Q 

f igure  2, which i s  hand numbered Page 18. 

Now, I don ' t  want t o  go i n t o  the de ta i l s  o f  it, but 

where t h i s  page - -  actual ly,  I'm sorry, i t ' s  not on t h i s  page 

anyway. I n  pro ject ing some operating expenses, your model a t  

least  o r i g i n a l l y  included both a growth m u l t i p l i e r  and an 
i n f l a t i ona ry  m u l t i p l i e r ;  correct? 

I ' m  looking a t  Lines 15 and 16 where you have an 

e f fec t i ve  m u l t i p l i e r  for growth and an i n f l a t i o n a r y  m u l t i p l i e r ,  

and then on Line 17 come t o  a growth and i n f l a t i ona ry  

mu1 t i p 1  i e r .  

A Yes, and t h a t  was one o f  the corrections. 

Q Okay. Just so I understand the correction, i n  your 

model, you no longer use the - - do you o r  do you not use the 

growth component? 

A No. Line 15 i s  zero i n  the corrected model. The 

e f fec t i ve  m u l t i p l i e r  per growth - -  actua l ly ,  i t  s ta r t s  on Line 

14, tha t  25 percent goes t o  zero. The e f fec t i ve  m u l t i p l i e r  for  

FLORIDA PUBLIC SERVICE COMMISSION 
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growth goes t o  zero, and Line 17 turns t o  1.5 percent i n  a l l  

years. 

Q A l l  r i g h t .  And tha t  change was the resu l t  o f  t r y i n g  

t o  move t o  a more accurate model log jc ;  i s  tha t  r i g h t ?  

A Yes. 

Q Now, on Line 28 o f  t h i s  exh ib i t ,  I believe you 

indicated tha t  you had made a correct ion t o  the east service 

for the year 2007: 

some other number? 

area wastewater ERC addit ional connections 

correct? 

A I did. 

Q 

A Yes. 

Q 

And t h a t ' s  where the 470 becomes 

And tha t  was because you or ig ina l y  had projected 

more connections t o  t ha t  p lant  than the p lant  was capable o f  

serving? 

A That was r i g h t .  

Q Were your project ions f o r  growth i n  the eastern area 

l im i ted  by the land avai lable f o r  development, or  were they 

1 imited by the capacity o f  the treatment plant? 

A Well, i n  the model, the model spec i f i ca l l y  i s  l i m i t e d  

by the p lant ,  but i t ' s  my understanding tha t  there's 

e f fec t i ve l y  - -  when tha t  p lant  was b u i l t  out, there would be 

e f fec t j ve l y  minimal or no room f o r  addit ional growth i n  the 

1 and. That's my understanding. 

Q So i t ' s  your understanding t h a t  the p lant  i n  the 

FLORIDA PUBLIC SERVICE COMMISSION 
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eastern service t e r r i t o r y  so r t  o f  exactly matches the b u i l d  out 

potent ia l  a t  service t e r r i t o r y ?  

A 

Q It approximately matches - -  
A 

the model. 

Q 

I would say i t  approximately matches it. 

And f o r  the purposes o f  the model, i t  i s  matching i n  

Let ' s t u rn  now t o  Figure 5. Page 1 o f  Figure 5 which 

i s  page numbered 21. And I want t o  focus on Line 23, which i s  

t o t a l  u t i l i t y  p lant i n  service. 

o r ig ina l  cost which is the sum o f  the l i nes  above it; correct? 

t i n e  21  i s  a t o t a l  estimated 

A Yes . 
Q And Line 22, you made an adjustment t o  t i e  t o  the 

annual report ;  correct? 

A Yes . 
Q And then the number on Line 23 was intended t o  t i e  t o  

the annual report;  correct? This i s  a place you made another 

correction. I ' m  j u s t  trying t o  establ ish what - -  
A I ' m  j u s t  making sure. Yes, yes, t h a t ' s  t rue.  

Q Okay. Now, i f  I understand, during your deposition, 

you learned tha t  the acquis i t ion adjustment, which i s  shown on 

Line 20, i s  reported i n  the annual report i n  the way t h a t  

r e a l l y  would be in addit ion t o  Line 23, so the annual report  

number would be higher; correct? 

A 

report. 

That i s  the u t i l i t y  p lan t  i n  service i n  the annual 

FLORIDA PUBLIC SERVICE COMMISSION 
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Q Let me ask the question t h i s  way. On Figure 5 i n  

MB-3, you show an adjustment i n  order t o  match the annual 

report  o f  roughly $29,000 . 
A Right. 

Q Once you correct your exh ib i t ,  how much does tha t  

adjustment have t o  be i n  order t o  t i e  t o  the annual report? 

A $158,136 posi t ive.  

Q A l l  r i g h t .  Do you know why the estimated cost tha t  

you used i n  your model are out o f  balance w i th  the annual 

report  by the $158, OOO? 

A Well, because they were estimated. As I mentioned, 

the reason fo r  t h i s  was t o  be sure rather than tak ing a 

depreciation number and running i t  annually f o r  ten years, some 
o f  those assets may come t o  the end o f  t h e i r  depreciation 

schedules during the ten years. So we t r i e d  t o  recreate the 

depreciation schedules down below, and you can see tha t  a few 

o f  them do, not many, but a few. And the reason tha t  i t  

doesn't match i s  because they were estimates, and t h a t ' s  j u s t  

pure and simple. A l l  o f  t ha t  data was not avai lable a t  the 

current time when we d i d  the - - i t ' s  not avai lable today even 

as f a r  as I know. 

Q A l l  r i g h t .  Turn t o  page - -  Figure 6, Page 1 o f  2, 

rnrhich i s  the comparable schedule f o r  wastewater. And t e l l  me 

a f te r  your correct ion t o  Line 20 how much the estimates i n  

Lines 1 through 18 are out o f  balance w i th  the annual report. 

FLORIDA PUBLIC SERVICE COMMISSION 
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A $158,136. 

Q I'm sorry, tha t  sounds l i k e  i t  may have been a water 

number. What about a sewer number? 

A I'm sorry. Yeah, you're r i g h t ,  I did.  I d i d n ' t  t u r n  

the page over here. $552,763. 

Q 
A 

$552,000 out o f  balance w i th  the annual report? 

Yes, but the depreciation a t  the bottom i s  reconciled 

t o  the annual report - -  I mean, t o  the accounting records 

provided t o  us by M r .  Bowen, so the actual depreciation s t i l l  

i s  accurate. The schedules o f  depreciation on each o f  the 

ind iv idual  types o f  assets t h a t  are shown on Lines 20 through 

39 are a function o f  the estimated o r ig ina l  cost and t o  begin 

the depreciation schedules and we see when they end t h e i r  l i f e .  

And as you see a t  the bottom on Lines 40 on e i ther  

exh ib i t ,  the t o t a l  depreciation does not match the accounting 

depreciation. So we carr ied the addit ional amount throughout 

the period because it was not determinable how i t  should be 

appropriately depreciated from an or ig ina l  cost data and 

ori g i  nal cost amount . 
So t o  the extent t h a t  we t r i e d  t o  a l l ev ia te  tha t  

problem, the other a l te rna t ive  would have been t o  j u s t  take the 

depreciation and pro ject  i t  annual 1 y every year But we th ink  

t h a t  t h i s  i s  a more accurate project ion.  

Q Well, a t h i r d  a l te rna t ive  would have been t o  use 

actual o r ig ina l  cost rather than estimated or ig ina l  cost. 

FLORIDA PUBLIC SERVICE COMMISSION 
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A I f  tha t  would have been available, t h a t  would have 

been the preferred a l ternat ive.  

Q All r i g h t .  On Figure 7, Page 2 o f  2, and t h a t ' s  page 

numbered 26, t h i s  calculates contr ibutions i n  a i d  o f  

construction both from the eastern - -  new connections in the 

eastern service t e r r i t o r y  and connections i n  the western 

service t e r r i t o r y :  correct? 

A Yes, I believe tha t  t o  be correct. 

Q A1 1 r i g h t .  Le t ' s  focus - - I know you made 

correction t o  the way you handled the eastern servicl 

a 

terr i tory. Le t ' s  focus j u s t  f o r  a moment on the western 

service t e r r i t o r y .  I f  I understand correct ly ,  you assume the 

amount o f  l ines ,  the do l l a r  value o f  l i n e s  contributed i n  the 

western service t e r r i t o r y  w i l l  be equal on a d o l l a r  per ERC 

basis t o  the embedded cost o f  l i nes  contributed i n  the eastern 

service t e r r i t o r y ;  i s  t ha t  r i g h t ?  

A Yes. 

Q Now, i n  the or ig ina l  schedule you' ve got here - - so 

t o  the extent the - -  t o  the extent the average property 

contr ibutions i n  the western service t e r r i t o r y  are more or less 

than the embedded average, you d i d n ' t  attempt t o  pro ject  what 

tha t  dif ference might be? 

A 

Q Okay. With regard t o  the eastern service t e r r i t o r y ,  

as the schedule appears i n  Exhib i t  MB-3, you assume tha t  there 

We don't know what they are going t o  be. 

FLORIDA PUBLIC SERVICE COMMISSION 
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would be addit ional contr ibutions i n  the eastern service 

t e r r i t o r y  fo r  every new connection; i s  t ha t  r i g h t ?  

A Yes. 

Q And do you understand from having read 

Mr. Forrester 's deposition tha t  most o f  the growth i n  the 

eastern service t e r r i t o r y  w i l l  be i n f i l l ,  so there won't be 

addit ional property contr ibutions recorded? 

A We've made an adjustment based upon information 

provided t o  me by Ms. T i l l e y ,  E l len  T i l l e y ,  t o  account f o r  the 

i n f i l l ,  and take i t  out o f  the ERCs tha t  are get t ing applied t o  

the CIAC p lant  calculat ion. 

Q And t h a t  was one o f  the th ings you mentioned a t  the 

outset, but you d i d n ' t  t e l l  us what t h a t  adjustment was. What 

d i d  you assume about the percentage o f  growth i n  the eastern 

service t e r r i t o r y  tha t  occurs on ex i s t i ng  l i nes  and the 

percentage o f  growth tha t  requires addit ional property 

contributions? 

A I t ' s  not on any pr in ted schedule, but i t  i s  on the 

assumptions page which you've seen i n  your electronic version. 

And i f  t h i s  gets entered and you get t o  see the th ing  - -  I j u s t  

don ' t  have i t  w i t h  me. I don' t  have i t  where I can check it. 

Q So you don' t  recall, as you s i t  here today, what 

assumption was made? 

A 

three years, i s  what my recol lect ion i s .  Lesser amounts as you 

No, but  it affected the f i r s t  approximately 

FLORIDA PUBLIC SERVICE COMMISSION 
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go from year t o  year as the i n f i l l  gets more and more b u i l t  

out. The other th ing on tha t  page, the '99 numbers are zero. 
Do you see that? 

Q Yes, s i r .  

A And on the new exh ib i t ,  we have new numbers coming i n  

i n  ' 99 .  That was one o f  the er ro r  corrections I mentioned. 

Q On f igure - -  was the same correction t o  r e f l e c t  t ha t  

some o f  the growth i n  the eastern service t e r r i t o r y  w i l l  be 

i n f i l l ,  was t ha t  re f lected on Figure 8, Page 2 o f  2, which i s  

sewer as well  as water? 

A Yes. 

Q Okay. Figure 13, Page 32, t h i s  i s  a ca lcu lat ion of  

used and useful percentage; correct? 

A Yes. 

Q And I believe as Exhib i t  MB-3 - -  the MB-3 we're 

looking a t ,  you essent ia l ly  take t o  calculate the used and 

useful percentage the r a t i o  o f  connections t o  p lant  capacity 

and add a margin o f  reserve t o  calculate a f inal  used and 

useful percent; correct? 

A That's correct. 

Q And on t h i s  schedule i s  presented when you show 

additional capacity and ERCs on Line 4. That was addit ional 

ERCs based on the maximum day capacity o f  the water treatment 

p l  ant; correct? 

A Yes. And t h a t ' s  been corrected. 

FLORIDA PUBLIC SERVICE COMMISSION 
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Q That's been corrected now t o  be an average day 

capacity so tha t  you've got the same un i ts  i n  your numerator 

and denominator? 

A Yes. 

Q And tha t  was a correct ion made as a r e s u l t  o f  some 

th ink ing you d i d  a f te r  your deposition? 

A It was a correction made based upon a question you 

asked i n  my deposition, and upon further re f l ec t i on ,  I real ized 

tha t  we had pul led a number from the maximum day page from 

Mr. M i l l e r ' s  report  instead o f  the average day page. 

Q A l l  r i g h t .  On Line 13, you were including on MB-3 a 

margin reserve o f  36 months. I understand you have now 

increased tha t  t o  60 months; i s  t ha t  correct? 

A Yes . 
Q And can you t e l l  me j u s t  - - and l e t  ' s use year 2000 

as an example. How d i d  you - - i n  your revis ion,  how d i d  you 

calculate a 60-month margin reserve f o r  t ha t  year? 

A You would take the - -  there's a new f i n e  i n  there 

tha t  calculates the ERCs t o  be used f o r  margin reserve 

calculat ion, and what tha t  does i s  calculate the average over 

the 60-month period, and then it mul t ip l ies  i t  by f i v e .  I t ' s  
e f fec t i ve l y  gathering 60 months' worth o f  growth i n  the margin 

reserve. 

Q In Figure 16, as i t ' s  presented, you simply had taken 

current year growth and mu l t i p l i ed  by 3; correct? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A That's t rue.  

Q So you've actual ly  made two corrections t o  the way 

you calculate the margin reserve. F i r s t ,  you have increased 

from 36 t o  60 months; correct? 

A Yes. 

Q And second, you have based i t  not on f i v e  times the 

current year growth, but you have attempted t o  accumul a t e  

projected growth over the next f i v e  years? 

A Yes. 

Q And those are both corrections tha t  you've made a f t  

tak ing i n t o  account questions you were asked a t  your 

depos i ti on? 

A Yes. 

Q A t  the time o f  your deposition, i s  i t  f a i r  t o  say 

t h a t  you were unaware o f  the Flor ida s tatutory  provision tha t  

contemplates the use o f  f ive-year margin reserve? 

A I wouldn't say I was unaware o f  it. I guess my 

th ink ing on tha t  was more affected by the recent - -  the 

experience i n  the ra te  case tha t  Intercoastal had and a 

d i f f i c u l t y  w i th  the customers o f  achieving a f ive-year reserve 

and not t ransferr ing my thought process over t o  the Public 

Servi ce Commi s s i  on ru l  e completely. 

Q Now, the bottom l i n e  used and useful percentage f o r  

water on Line 14 and wastewater on Line 34 are then carr ied on 

t o  Figure 9 and used i n  the ca lcu lat ion o f  r a t e  base; correct? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A Yes. 

Q And i f  I understand your calculation o f  rate base, 
you apply a singular water used and useful percentage t o  a1 1 

categories of water p lan t ;  is t h a t  correct? 
A Yes. And that 's  been corrected. 

Q 
A We have an adjusted calculation, as I described i n  

the corrections, t h a t  separates the p l a n t  and the lines. I t  

also corrects where the percentages apply. In this exhibit, 
i t ' s  applying t o  the acquisition adjustment and t o  working 
capital, which shouldn ' t  have been applying t o ,  so i t ' s  
applying above t h a t  line, and those are coming i n  i n  their ful l  

Val ue under the adjusted rate base cal cul a t i  on. 

What do you mean "that's been corrected"? 

Q Let me ask you this. You sa id  you separated plan ts  

and line. Do you apply the same used and useful percentage t o  
plants t h a t  you apply t o  lines? 

A 

percentage. 

Q 

Well, we had the a b i l i t y  t o  apply a different 

I'm not asking you w h a t  you have the a b i l i t y  t o  do. 

I'm asking w h a t  you d id  do. 
A 

Q 
A Yes. And i f  1 can explain t h a t .  We applied the same 

percentage t o  p l an t s  and lines. We have the a b i l i t y  t o  apply a 
different percentage, and we thought about whether we should 

We appl ied the same. 
You appl ied the same? 
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apply a d i f f e ren t  percentage t o  l i n e s  than p lant .  And i f  we 

were applying f o r  a ra te  increase, we probably would i n  any one 

t e s t  year. And you may have an even more detai led component i n  

eval uat i  on. 

On a steady state, though, looking a t  a ten-year 

project ion, we bel ieve tha t  the l i n e  component would be a t  a 

lower used and useful a t  some point  and a t  a higher used and 

useful a t  some other points. I n  tha t  steady state, it should 

be somewhere near the used and useful t ha t  the connections 

represent t o  the capacity. So we l e f t  i t  the same. It i s  a 

variable number, and i t  could be changed. And t h a t ' s  why we 

d id  the s e n s i t i v i t y  analysis, because t h i s  i s  such a 

contentious type o f  project ion because i t ' s  a very d i f f i c u l t  

project ion t o  do going forward ten years, not knowing the exact 

configuration o f  the system i n  any one year. And so t h a t ' s  why 

we said, we1 1, l e t  ' s j u s t  look a t  100 percent used and useful 

because tha t  takes care o f  everything. And i t ' s  probably 

somewhere between what we have and 100 percent, and then the 

Commission can make i t s  judgment as t o  whether they th ink  tha t  

i s  a reasonable approximation o f  what k ind o f  pressures may be 

operating on the Intercoastal rates. 

Q With regard t o  - - you t a l  ked about - - I want t o  pop 

back about three steps. You had ta lked about a correction you 

made t o  addit ional wastewater connections i n  the f i n a l  year so 

tha t  you d i d n ' t  exceed the capacity o f  the wastewater treatment 
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1 that? 

Q Do you remember what year i t  i s  tha t  tha t  wastewater 

treatment p l  ant reaches capacity? 

A It appears from the schedules tha t  i t  reaches 

capacity i n  2007. 

Q A l l  r i g h t .  And t h a t ' s  a 1.5 MGD wastewater treatment 

p l  ant? 
A I'll have t o  check the numbers on that .  

Q 

A Okay. 

Q 

Would you accept, subject t o  check, i t ' s  1.5 MGD? 

I guess my question i s :  That p lant  won't produce i t s  

u l t i m a t e  capacity i n  treated e f f l uen t  u n t i l  a l l  o f  the 

customers are connected t o  it; r i g h t ?  

A That 's t rue.  

Q So you wouldn't expect i t  i n  the year 2002 t o  be 

produci ng 1.5 m i  1 1 i on  gal 1 ons o f  reuse? 

A Not i f  there 's  not as much coming i n  which as there 

i s  l a t e r ,  and i f  there's more customers tha t  w i l l  be coming i n  

l a t e r ,  more coming out. 

Q A l l  r i g h t .  So t o  the extent project ions o f  providing 

reuse t o  Nocatee assume tha t  there 's  1.5 m i l l i o n  gallons 

available out o f  t ha t  p lant  beginning i n  2002, t ha t  would 

probably be an overstatement i n  those ea r l y  years? 

A I don ' t  know whether t h a t  i s  or not. I'm not  
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Q But your project ions tha t  you use f o r  f inanc ia l  

purposes assume tha t  you grow i n t o  the capacity o f  t ha t  p lant  

between now and 2007? 

A We took the system flows, converted them t o  ERCs, 

capacity converted t o  ERCs, and pinned the growth against tha t  

and determined when the p lant  would be b u i l t  out tha t  way from 

the ra te  e f f e c t  standpoint. 

Q Well, l e t  me ask you: What d i d  you use as the 

beginning point? What actual flows d id  you use and what year? 

A Again, M r .  Melson, I believe a l l  o f  t ha t  number i s  on 

the spreadsheet copy where you can see i s  on the assumptions 

page. I'm not sure the actual flows are on these - -  wel l ,  l e t  

me look. W a i t  a minute. Maybe i t ' s  on these assumption pages. 

I t ' s  a l l  brought i n t o  here converted t o  ERCs. 

Q So you can ' t  read i l y  answer tha t  question; r i g h t ?  

A Not without the model up and looking a t  i t, but it i s  

a number t h a t ' s  i n  there. And you can see it. 

assumptions input  page 

I t ' s  on the 

Q But I ' v e  signed a protect ive agreement t o  get that ,  

so I can ' t  give i t  t o  the Commission, can I ,  i f  you know? 

A I th ink  you'd have t o  ask my counsel about that .  I 

would be happy t o  share i t  wi th  the Commission. 

Q On Figure 14, Page 2 o f  6, and t h i s  i s  Page 34, and 

l e t ' s  take the year 2001 as an example. The costs shown i n  the 
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column labeled " in terest"  i s  taken from an amortization 

schedule tha t  was provided t o  you by Ms. T i l l e y ;  i s  tha t  

correct? 

A 

Q Sure. 

A Figure 14. 

Q Page 2 o f  6. 

A Page 2 o f  6. Okay. The year 2001, i s  t ha t  where 

Just one moment. Let  me get t o  where you are. 

you ' r e  t a l  k ing about? 

Q Yes, s i r .  The f igures i n  the in te res t  column are 

taken from an amortization schedule provided t o  you by 

Ms. T i  1 1 ey; correct? 

A Those numbers are, yes. 

Q I n  your cost o f  cap i ta l ,  weighted average cost o f  

capi ta l  cal cul at ion, however, you used the numbers two col umns 

fur ther  over t o  the r i g h t  under cost o f  capi ta l  calc; correct? 

Yes. The way t h i s  i s  working has been corrected and A 

changed a1 so. 

Q And what change d i d  you make here? I don' t  reca l l  

you c a l l i n g  t h i s  out during your summary. 

A I t  i s .  I t ' s  the four th  item I talked about, but 

basical ly, the schedule i n  MB-3 takes the issuance cost a t  

1.5 percent o f  the pr inc ipa l  amount and includes i t  i n  the 

Drincipal amount, and then calculates the i n te res t  o f f  o f  t ha t .  

Ind the reason tha t  i t  was calculated was because we thought i t  
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gave a more t rue cost o f  capi ta l  than the amortization 

schedule. We subsequently adjusted it t o  do the loan cost by 

doing an annual amortization o f  the loan cost, ca lcu lat ing t i e  

in te res t ,  and then br inging the annual amortization into the 

t o t a l  cost o f  capi ta l .  I n  consultation wi th  M r .  Bowen, we 

determined tha t  tha t  was probably a bet ter  way t o  do i t  and 

more consistent w i th  the way tha t  he was doing i t  i n  the 

preparation o f  the r a t e  case exhibi ts.  And so we made the 

adjustments t o  do i t  tha t  way here. 

Let me ask t h i s :  Does your sum on Line 31 

for your in te res t  column and your cost o f  capi ta l  ca 

column, or i s  i t  s t i l l  - -  

Q 

A No, i t ' s  more. 

Q Which i s  more? 

now match 

cu lat ion 

A 

Q 
The cost o f  capi ta l  i s  more i n  the corrected version. 

Because i t  includes amortization o f  issuance expense 

now? 

A Yes. 

Q And tha t  was an evaluation tha t  you conducted a f t e r  

being asked some questions a t  your deposition? 

A A f te r  t ha t  and a f t e r  consultat ion w i th  M r .  Bowen. 

Q Okay. Le t ' s  t u r n  now - -  I t h ink  I'm f in ished w i th  

the Scenario 1. 

3, which i s  reuse. And I t h ink  - -  

I would l i k e  t o  tu rn  very b r i e f l y  t o  Scenario 

COMMISSIONER DEASON : Mr . Me1 son, before you 1 eave 
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tha t  scenario, i t  appears - -  and there was some question, and 

i t  may not be s ign i f i can t ,  but there was some question about 

the amount o f  the loan i n  the year 2007, whether i t  was 9.2 or 
8.2. 1 th ink i t ' s  9.2 .  

MR. MELSON: Do you have a copy you can read? 

COMMISSIONER DEASON: Well, I j u s t  looked a t  the 

amount o f  the - -  i n  subsequent years, the amount o f  the 

pr inc ipa l  tha t  would be reduced year by year, and t o  make i t  

calculate, the or ig ina l  amount would have t o  be 9.2. 

MR. MELSON: Thank you. 

BY MR. MELSON: 

Q M r .  Burton, l e t ' s  go t o  Scenario 3, which i s  reuse, 

and Figure 7, Page 2 o f  2, which i s  Page 38. 

A Okay. 

Q Now, t h i s  schedule i s  s i m i l a r  t o  one we looked a t  

previously where you calculated property contr ibutions i n  the 

future f o r  the water system; correct? 

A Yes. 

Q And on t h i s  schedule, you have assumed tha t  the per 

ERC property contr ibutions for the reuse system equal the 

embedded per ERC property contr ibutions fo r  the water system; 

correct? 

A Yes. Being a dual d i s t r i b u t i o n  system, we f e l t  l i k e  

those were the best numbers we had t o  make an estimate going 

forward. 
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Q Would you agree wi th  me a t  leas t  t ha t  you wouldn't 

expect t o  have hydrants on the i r r i g a t i o n  system? 

A Yes 

Q And on Line 7, you show new cash CIAC from the reuse 

system. I be ieve tha t  number was calculated simply by taking 

your ex is t ing  water  service avai 1 ab i l  i t y  charge and assuming 

the same service avai l  abi 1 i t y  charge would be appl icable t o  the 

reuse system; correct? 

A Yes. 

Q Do you know whether Intercoastal i n  t h i s  - -  i n  i t s  

appl icat ion i n  t h i s  docket has f i l e d  any request f o r  e i ther  a 

ra te  or  a service a v a i l a b i l i t y  charge f o r  reuse? 

I'm not aware tha t  we have. And the purpose o f  t h i s  A 

was t o  demonstrate what the order o f  magnitude o f  the reuse 

cost would be for such a rate,  t ha t  would support such a r a t e .  

I don' t  th ink  Intercoastal has f i l e d  f o r  any r a t e  changes i n  

t h i s  proceeding tha t  I 'm  aware o f .  

Q And t o  the best o f  your knowledge, Intercoastal does 

not have an ex is t ing  res ident ia l  reuse r a t e  or res ident ia l  

service avai 1 abi 1 i t y  charge; correct? 

A That's correct, f o r  reuse. 

Q For reuse. 

A Right. 

Q Let me ask you - - I believe Mr. Forrester 's 

deposition, which has been admitted, he indicated tha t  there 
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was a potent ia l  t o  phase out the ex is t ing wastewater treatment 

plant i n  the eastern service area a t  some point  i n  the future 

i f  Intercoastal were granted i t s  requested extension. Did you 

include any phase out o f  that  wastewater treatment plant i n  

your f inancial  analysis? 

A No. 

Q Would you agree wi th me tha t  the ex is t ing  Sawgrass 

wastewater treatment plant w i l l  not be f u l l y  depreciated, say, 

over the next ten years? 

A It w i l l  not be 
Q Depreciated . 
A You mean the p 

p l  ant basi c a l l  y? 

f u l l y  what? 

ant t h a t ' s  j u s t  had a l l  the - -  the new 

Q Yeah, the plant t h a t ' s  j u s t  had a l l  the additions. 

It won't be f u l l y  depreciated i n  ten years? 

A 

Q 
I would expect t h a t ' s  probably t rue.  

I f  it were taken out o f  service i n  the next ten 

years, do you know from a ratemaking point  o f  view how the 

undepreciated balance o f  tha t  p lant would be treated? 

A The p lant  would be taken out o f  service and be 
replaced with some other asset; i s  t ha t  - -  

Q Let's assume tha t  what Mr. Forrester had reference t o  

was the fact t ha t  perhaps you could b u i l d  a larger new p lant  on 

the west side o f  the Intracoastal Waterway and use i t  t o  t r e a t  

a l l  o f  the wastewater from the east side and thereby phase out 
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the eastern plant.  

hypothetical s i tuat ion we're ta l k ing  about. I n  that  case, 

f i r s t ,  what would happen t o  the undepreciated balance o f  the 

eastern plant tha t  was being re t i red? 

Le t ' s  assume t h a t ' s  s o r t  o f  the 

A M r .  Melson, I have t o  th ink  on tha t  and study it. 

I And I th ink  it would have t o  be dealt  wi th  i n  some way. 

don' t  know whether there would be a way t o  deal wi th  i t  t o  get 

i t  overal l  a t  once or  not, but I guess the answer t o  you today 

i s  tha t  I ' m  r e a l l y  not sure how tha t  would be handled r i g h t  

now. 

Q Okay. And do you know whether i t  i s  l i k e l y  tha t  a 

p lant expansion b u i l t ,  say, f i v e  t o  ten years i n  the future 

would cost more or l e s s  than an equivalent amount o f  capacity 

ins ta l  l ed  a t  an ea r l i e r  date? 

A I don' t  know the answer t o  that .  That would be 

M r .  M i l l e r ,  I guess, tha t  could answer tha t  question. 

Q A l l  r i g h t .  But i n  any event, you d i d n ' t  take any o f  

those potent ia l  e f fects  i n t o  account i n  your f inancial  

analysis? 

A I did  not. No, I d id  not. 

Q Okay. I'm j u s t  about done. I want t o  see i f  here 

are any o f  the other corrections you made t h i s  morning that  I 

have not asked about, so give me j u s t  a moment. 

A Okay. 

MR. MELSON: I don' t  bel ieve there are any others I 
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need t o  ask you about. Thank you, Mr. Burton, f o r  bearing wi th  

me. 

THE WITNESS: Thank you. 

CHAIRMAN JACOBS: Very wel l .  M r .  Menton. 

MR. MENTON: No questions. 

CHAIRMAN JACOBS: Mr. Korn. 

MR. KORN: No questions, Mr. Chairman. Thank you. 

CHAIRMAN JACOBS: Very wel l .  S t a f f .  

MS. ESPINOZA: No questions. 

CHAIRMAN JACOBS: Commi ssi  oners. Redi r e c t  , 

Mr . Deterdi ng . 
REDIRECT EXAMINATION 

BY MR. DETERDING: 

Q M r .  Burton, d i d  I understand you t o  say i n  your 

testimony tha t  you have been the r a t e  consultant on water and 

sewer u t i l i t i e s  fo r  Flagler County as well as S t .  Johns? 

A Yes, t h a t ' s  true. 

Q And how long have you been i n  tha t  capacity w i th  

F1 agl er  County? 

A 

years . 
Q 

I served there for approximately two, two and a h a l f  

How long were you the regulatory consultant on water 

and sewer matters for S t .  Johns County? 

A Approximately 10 years, from about 1990 u n t i l  

somewhere i n  2000. 
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I M r .  Deterding, I j u s t  thought o f  something. When you 

asked me about Flagler County, I probably misspoke i n  an answer 

t o  one o f  M r .  Melson's questions ea r l i e r ,  about whether I had 

ever prepared MFRs, the questions o f  tha t  nature. 

a t  F lagler County, we d i d  perform a s ta f f -ass is ted  ra te  case 

f o r  Ocean City U t i l i t i e s .  So I actual ly  prepared the f i l i n g  on 
behalf of the applicant as a s ta f f -ass is ted type process. 

schedules prepared fo r  your additional rebut ta l  t ha t  was 

str icken. What port ion,  j u s t  roughly, o f  t h a t  was correction 

o f  MB-3, j u s t  roughly? F i f teen schedules, was i t  not? 

I n  my duties 

Q Okay. Mr. Melson inquired o f  you about your 

A What? 

Q 

A Marty, I ' m  sorry, I ' m  not understanding your 

It consisted o f  15 schedules, d i d  i t  not? 

question. 

Q Your addit ional rebuttal  testimony. 

A 

i t  was not? 

The par t  where some o f  i t  was accepted, and some o f  

Q Correct. Now, as t o  your exhib i ts ,  there were 15 

schedules attached t o  t h a t  testimony; correct? 

A I f  you say there are. I - -  
Q A l l  r i g h t .  Well, subject t o  check. Don't bother, 

What portions o f  t h a t  were revisions t o  MB-3? 

A Yes, t h a t ' s  t rue.  

Q What port ions o f  t ha t  were revis ions t o  MB-3? 
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A Okay. Now, 1 understand your question. It was 

ca l led Exhib i t  MB4-8, Page 1 o f  4, 2 o f  4, 3 o f  4, and 4 o f  4. 

Q So i t  was four pages. Okay. Does the por t ion o f  

those - -  does the changes t h a t  you made i n  tha t  schedule a f fec t  

other than correction o f  errors? In other words, the new 

proposal t o  subsidize a f fec t  any o f  the years i n  the 

calculat ions a f t e r  year four o r  f i ve?  

A No. 

Q So, i n  other words, the l a t e r  project ions - -  

A 

Q 

A 

Subsidy i s  f o r  t ha t  period o f  time. 

Is only for the e a r l i e r  period? 

Right. And the rates would come back t o  the leve ls  

projected i n  the corrections here even without the subsidies. 

4 Okay. 

A 

Q 

"Here" meaning in my corrected MB-3. 

So the long-term project ions are along the l i nes  

regardless o f  the subsidy tha t  you had suggested i n  your now 

corrected MB - 3? 
A Yes. 

Q M r .  Melson questioned you about the use o f  the 

7.10 percent o f  ra te  o f  re turn shown a f t e r  1999 on your 

schedules, MB-3 spec i f i ca l l y .  

Page 17. What would you expect a regulator t o  do with your 

r a t e  o f  return i f  the u t i l i t y  does o r  does not f i l e  a ra te  

case? 

I believe he was re fe r r ing  t o  

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 

12 

13 

14 

15 
16 

17 
18 

19 

20 

21 
22 

23 

24 

25 

783 

A With Intercoastal 's  ra te  o f  return i t ' s  now a t  12.04? 

Q 12.10 I believe was the number you had i n  there then. 

A Was it? Whatever the number i s .  What would I expect 

would happen i f  Intercoastal f i l e d  a ra te  case? 

Q Well, for instance, they are supposed t o  be f i l i n g  a 

r a t e  case: correct? 

A Yes. 

Q 

A Right. 

Q 

And those MFRs are due June l? 

What would be expect the regulator t o  do with your 

rate o f  return once tha t  ra te  case is f i l e d ?  

A To adjust i t  based upon the cost o f  capi ta l  analysis 

i n  the rate case f i l i n g .  

Q Which i s  what you have attempted t o  do by stat ing 

7.10 as a cost o f  capi ta l?  

A Yes. 

Q What the regulator - - what i f  you d i d  not f i l e  a ra te  

case? Does t h i s  u t i l i t y  current ly  have a ra te  invest igat ion 

ongoing? 

A Yes. 

Q What would you expect the regulator t o  do wi th  the 

ra te  o f  return for the u t i l i t y  i f  tha t  goes forward? 

MR. MELSON: Objection. Cal ls for him t o  speculate 

about what a regulator i s  going t o  do. 

MR. DETERDING: Well ,  M r .  Burton i s  an expert i n  t h i s  

FLORIDA PUBLIC SERVICE COMMISSION 



1 
2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 
14 

15 

16 
17 

18 

19 

20 

21 

22 

23 
24 

25 

784 

f i e l d .  He i s  also the former regulator i n  t h i s  county. 

Yr. Melson was questioning t h i s  witness about whether o r  not 

the 12.10 percent was an appropriate r a t e  o f  re turn or  the 7.10 

das an appropriate r a t e  o f  return. And since t h i s  u t i l i t y  has 

two ongoing ra te  proceedings, I'm t r y i n g  t o  f i n d  out whether he 

believes i n  h i s  expert o f  opinion tha t  tha t  ra te  o f  re turn 

vJould be altered. 

CHAIRMAN JACOBS: Why don ' t  you reword the question 

t o  base i t  on h i s  experience. 

MR. DETERDING: All r i g h t .  

BY MR. DETERDING: 

Q Based upon your experience i n  S t .  Johns County and as 

an expert i n  water and sewer u t i l i t y  regulatory matters, do you 

believe tha t  t h a t  ra te  o f  return would be adjusted by the 

regulator? 

A Yes. 

Q 
appl i c a t i  on? 

A 

Regardless o f  whether there's an ongoing r a t e  

I f  the u t i l i t y  has not f i l e d  f o r  a ra te  r e l i e f ?  Is 
that  what you're asking me? 

Q I ' m  asking you, w i th  the pending r a t e  invest igat ion,  

would they adjust tha t ,  would you expect t ha t  t o  be adjusted? 

A Marty, I'll have t o  t e l l  you, I don' t  know the answer 

t o  tha t  because I have not been involved i n  the pending r a t e  

investigation. I don' t  know the provisions tha t  have been 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10  

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

785 

made, the deals tha t  have been agreed t o  on e i ther  side. So I 

r e a l l y  don ' t  know what tha t  invest igat ion can and can ' t  resu l t  

i n .  I understand there's been a l o t  o f  controversy. There was 

an i n i t i a l  audit. Its f indings were determined not t o  be 
va l id .  There's another audit,  and I don' t  know what k ind o f  

agreements have been entered i n t o  by the part ies.  

Q Okay. Mr. Melson was questioning you about the 

cumulative sho r t fa l l  i n  re turn through 2004 i n  a por t ion o f  

MB-3 i n  your calculat ions there. Do you believe there w i l l  be 

a cumulative sho r t fa l l  i n  NUC's r a t e  o f  return? 

A Yes 

Q Why? 

A Well, by de f i n i t i on ,  they have set t h e i r  rates i n  

accordance w i th  the Commission regul ations a t  80 percent o f  

capacity, which when they are a t  80 percent o f  capacity, they 

w i l l  be compensatory. I n  t h e i r  growth project ions, they have 

already t e s t i f i e d  t h a t  t ha t  w i l l  happen i n  year four, I believe 

i t  was. So i n  year one, they w i l l  have a few customers, and 

they won't be compensatory then, and i n  year two, t h e y ' l l  have 

more, and i n  year four or  f i v e  or whenever i t  was i n  

Ms. Swain's testimony tha t  they reach 80 percent i s  when they 

w i l l  be compensatory. And i n  ea r l y  stages, i t  may not even 

cover t h e i r  actual cost. A t  some point  i n  t h a t  progression i t  

w i l l  cover cost as growth occurs, and then s t a r t  recovering 

return u n t i l  i t gets f u l l y  compensatory. 
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Q To your knowledge, has anybody a t  NUC attempted t o  

estimate the amount o f  tha t  sho r t fa l l ?  

A We have asked, but I have not seen anything 

forthcoming i n  tha t  regard. 

Q Have the shareholders o f  Intercoastal agreed t o  

recognize and accept any s h o r t f a l l ?  

MR. MELSON: Objection. I believe t h i s  witness 

t e s t i f i e d  tha t  a l l  he knew about he had learned from - -  i n  t h i s  

regard he had learned from Mr. Bowen o r  M r .  James, so t h i s  i s  

going t o  be hearsay. 

MR. DETERDING: Well, he cer ta in  

the shareholders, so I'm asking him - -  l e t  

quest i on . 
BY MR. DETERDING: 

y discussed i t  wi th  

me rephrase the 

Q Have the shareholders t o l d  you tha t  they have agreed 

t o  recognize and accept any s h o r t f a l l ?  

A Yes, they have, through Mr. James. 

MR. MELSON: Move - - wel l ,  t h a t ' s  a good answer. 

Never mind . 
THE WITNESS: That's a t rue  answer. 

BY MR. DETERDING: 

Q You were questioned about the ra te  l eve l s  i n  the 

l a t e r  years where your schedules showed t ha t  a r a t e  reduction 

would be i n  order? 

A Yes. 
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Q Do you believe tha t  the regulator would require a 

r a t e  reduction i f  the u t i l i t y  were overearning i n  any o f  those 

years? 

A Yes. You may go a year - -  you may go a short period 

o f  t ime and overearn. 

and things are going t o  adjust, you w i l l  be back i n  sync w i th  

your return.  But on a steady state basis, the whole idea i s  

t ha t  i f  you are overearning, your rates should be adjusted, or 

i f  you are underearning, your rates should be adjusted. 

I th ink  i f  i t ' s  a one-time occurrence 

Q You were questioned by Mr. Melson about the water 

treatment p l  ant improvements, the d i  fference between the 

estimated values u t i l i z e d  i n  your schedules and the u l t imate ly  

determined actual cost o f  those f a c i l i t i e s .  Do you know what 

dif ference i n  the improvements there were, and how they were 

d i  f ferent? 

A 

d i f fe ren t .  You're t a l k i n g  about the change from a m i l l i o n  f i v e  

I r e a l l y  don' t .  I j u s t  know tha t  the number i s  

about? t o  two seven? Is t ha t  what you're ta lk ing 

Q Yes. 

A I don' t  know what caused tha t  t o  

Q But t ha t  was the actual cost tha 

be d i  f ferent .  

you - -  

A That's what the actual cost was as represented t o  me 
by Ms. T i l l e y .  

Q Okay. Is i t  unusual t o  expect f luc tua t ion  i n  cash 

flow f o r  a u t i l i t y  from year t o  year? 
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A No. 

Q I s  i t  unusual t o  expect f luc tuat ion i n  earnings from 

year t o  year? 

A No. 

Q And, i n  fact ,  do you bel ieve tha t  new borrowings 

would a f fec t  tha t  cash f l o w  from year t o  year substant ia l ly? 

A Yes. 

Q How about new construction? 

A Yes. 

Q Are the f igures regarding shareholder s tbsidj 

Mr. Melson pointed you t o  i n  MB-3, i n  l i n e  w i th  your 

. which 

understanding o f  what was expected as f a r  as t h a t  subsidy? 

A 

Q By YOU. 

A 

What was expected by whom? 

I t ' s  not out o f  l i n e  w i th  what I would have expected, 

no. 

Q Mr. Melson questioned you about your new margin 

reserve calculat ions, and I believe you said you u t i l i z e d  a 

5 year instead o f  36 months; i s  t ha t  correct? 

A Yes. 

Q 

f igures - -  

And you u t i l i z e d  the actual projected growth 

A Yes. 

Q 
A Yes 

- -  for t h a t  f ive-year  period? 
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red a lower f igure  or i f  the 

ower f igure  than tha t  actual 

growth rate,  what would the net e f f e c t  o f  t ha t  be on ra te  base? 

A I f  you could include less growth i n  margin reserve, 

you would have less used and useful, and then you would have 

less ra te  base. 

Q Okay. And, therefore, what k ind  o f  pressure would 

that  put on your projected rates? 

A I f  you have less ra te  base, you would have less 

allowed return, and you would have downward pressure. 

Q Okay. Given a l l  the comments and things tha t  were 

pointed out t o  you, do you believe tha t  your corrections as 

noted a t  the beginning o f  your testimony take i n t o  account a l l  

material changes tha t  have been brought t o  your at tent ion tha t  

ought t o  be recogni zed i n  your pro j e c t i  ons? 

A I don' t  know whether i t ' s  material.  I'll leave tha t  

t o  be determined l a t e r ,  but i t  includes everything except f o r  

the hydrants i n  reuse which need t o  taken out also. They have 

not been taken out i n  the corrections, and they should be. 

Q And do you believe tha t  your project ions as contained 

i n  your corrected MB-3 are s t i l l  r e l a t i v e l y  accurate? 

A Yes. For the purposes of a ten-year forecast o f  what 

the f inancial  dynamics would be under u t i  1 i ty  ratemaki ng 

concepts f o r  a u t i l i t y  - -  f o r  Intercoastal U t i l i t i e s ,  I th ink  

they're very representative o f  what one might expect. I t ' s  not 
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ratemaking. We're not asking f o r  rates. We're not se t t i ng  

rates here. We're j u s t  t r y i n g  t o  demonstrate tha t  t h i s  

tremendous surge o f  growth i s  going t o  happen, double d i g i t s .  

The water system more than doubling the sewer system more than 

t r i p l i n g  i s  the reason t h i s  occurs. I t ' s  very unusual, but  

t h i s  u t i l i t y  i s  i n  a very unusual posi t ion,  and the benef i t  

w i l l  go s t ra igh t  t o  the ratepayers because t h a t ' s  l i k e  r a t e  

increases. 

Those percentage growth - -  upgrowth operate on 

revenues j u s t  1 i ke ra te  increases and have very marginal 

implications on the cost s ide even when capi ta l  i s  being 

brought i n  compared t o  the revenues. So I th ink  i t  i s  a very 

f a i r  representation o f  the order o f  magnitude tha t  one might 

expect tha t  the rates would end up in ,  o r  t ha t  the pressures 

tha t  would be on the rates o f  Intercoastal i f  they are awarded 

the Nocatee service area, and i f  growth occurs as projected 

there. 

Q And how about your MB-3 as l a s t  f i l e d ?  Do you 

believe tha t  t ha t  has mater ia l l y  changed? I know you gave us 

some f igures f o r  year nine about the di f ference between what 

your corrected version had and what your l a t e s t  f i l e d  

version - -  I t h ink  it's MB-3 - -  
A Well, I don' t  th ink  i t ' s  material i n  the overal l  

concept t h a t  we're t r y i n g  t o  set forward here. The r a t e  impact 

now i s  79.70 f o r  t ha t  customer. MB-3 said i t  was 58.87. The 
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adjustments take it 62.10. I t ' s  not low 60s. That 's a 

substantial decrease. Even i f  you change some o f  the 

assumptions , and don ' t  worry, M r .  Me1 son, I ' m  not going t o  t e l l  

them the number, but even i f  you set used and useful t o  

100 percent, i t ' s  s t i l l  not a material impact i n  the scheme o f  

things as t o  what w i l l  happen t o  In tercoasta l 's  rates. 

And I might add tha t  I don' t  believe the same type o f  

economies o f  scale w i l l  be experienced by Nocatee mostly 

because o f  the wholesale nature o f  t h e i r  service where they pay 

on a u n i t  basis f o r  most o f  t h e i r  O&M cost. They don ' t  get t o  

spread a f ixed number o f  O&M cost f o r  an ongoing u t i l i t y  l i k e  

Intercoastal over a l l  these new uni ts ,  and they pay more, as a 

mat te r  o f  fact ,  for each new u n i t .  

And the one who experiences the economies o f  scale 

there would be JEA as i t  goes through Nocatee t o  JEA. So I 

thi'nk t h i s  i s  a f a i r  representation. I th ink  it c l e a r l y  

d i f fe ren t ia tes  the forces t h a t  w i l l  be acting on the rates and 

those e f fec ts  upon ratepayers o f  the two al ternat ives.  

Q And the numbers t h a t  you just  gave me there f o r  

comparison, 62-something versus 58-something. What - - 
A 62.10 versus 58.87. 

Q So somewhere in the neighborhood o f  approximately 3 

t o  4 percent, i t  sounds l i k e ?  

A I t ' s  $3.23. And I ' l l  leave t o  the observers t o  judge 

I n  my mind, i t  s t i l l  supports the the ma te r ia l i t y  o f  tha t .  
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argument that the dynamics that will be happening because o f  

this tremendous growth are going to put pressures on 
Intercoastal Is rates in these out years where they will have no 
choice, not that they will necessarily be the ones who would 
like to, but they will have to lower their rates. 

COMMISSIONER PALECKI: I ' d  like to ask about these 
economies o f  scal e. 

THE WITNESS: Yes, sir .  
COMMISSIONER PALECKI: I can see where you would have 

economies of scale on billing. 
effluent coming from the other system. You have an economy o f  

scale there. 
be putting in an entirely new system, new wells, et cetera. 
I'm not sure I see the economy of sale there. For wastewater 
treatment, it looks 1 i ke a brand new system. Are you going to 
see these economies o f  scale across the line? It's almost in 
most - -  in most of the facilities you're putting in a new 

I can see where you have the 

It seems that for potable water you're going to 

system. 
THE WITNESS: 

o f  cost in the utility; 
business . I ' m  call 
you've got the cost 
increase substantia 
larger units as you 

You have the - - a determinable amount 
that's the cost of the utility being in 

ng t a management infrastructure, but 
to be a utility. Those costs won't 
ly, and they be will spread over these 
add the units. The cost for the capital 

will find its way into rates on a diluted basis. It's not 
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d o l l a r  f o r  do l lar  l i k e  O&M i s .  The Nocatee cost i s  O&M. Okay. 

They have already t e s t i f i e d  tha t  a great percentage o f  t h e i r  

cost i s  operation and maintenance expense as ref lected i n  t h e i r  

deal w i th  JEA. That's a d o l l a r - f o r - d o l l a r  impact. 

When you br ing  capi ta l  i n t o  the u t i l i t y ,  i t  h i t s  the 

rates on depreciation, so t h a t ' s  d i l u ted  by the e f f e c t  o f  

depreciating t h i s  over whatever the l i nes  o f  the asset i s .  

h i t s  the r a t e s  i n  re turn which i s  d i l u ted  by the ra te  o f  

return, 7 or 8 - - 7 cents on the dol 1 a r ,  o r  whatever tha t  i s .  

So i t  doesn't have the same impact as i t  appears t o  have by the 

magnitude o f  the do l la rs  t h a t  are i n  e f f e c t  going i n t o  the 

ground 

It 

The other dynamic tha t  happens i s  t ha t  Intercoastal 

has ex is t ing  ra te  base t h a t ' s  out there tha t  absent other 

forces would tend t o  erode. And tha t  counters some o f  the 

increase i n  r a t e  base t h a t ' s  happening over on the western 

side. So you have a countering e f f e c t  there t h a t ' s  not 

avai lable i n  the Nocatee thing, j u s t  the dynamics o f  how tha t  

works as you go from year t o  year. The baseline u t i l i t y  i s  

continuing tha t  ra te  base. It gets smaller because i t ' s  not 

adding any more capi ta l .  So the dynamics when you add no more 

capi ta l  on the eastern side, r a t e  base would get smaller. That 

counters the increase i n  the r a t e  base on the western side. 

And I don' t  know i f  you'd exact ly c a l l  t ha t  an economy o f  

scale, but i t  i s  another factor,  another force tha t  would be 
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causing t h i s  pressure or these dynamics t o  press the rates 

downward i n  the Intercoastal system. Whereas, on Nocatee, they 

don ' t have an ex is t ing  u t i  1 i t y  t o  counteract the additional 

capi ta l  t h a t ' s  coming in,  and t h e i r  cap i ta l ,  i f  you w i l l ,  

except f o r  a sma l l  percentage tha t  they w i l l  be doing, i s  

coming i n  do l l a r  for do l l a r  through the JEA wholesale r a t e ,  

BO percent o f  the JEA wholesale rate, which, by the way, i s  - -  
I ' v e  done an analysis. I t ' s  in one o f  my testimonies, and I 

get confused about where we cover these things, i n  d i rec t  or  

rebuttal  o r  whatnot, o f  the JEA rates today compared t o  the 

Intercoastal rates projected i n  2009. 

Based upon Mr. K e l l y ' s  testimony e a r l i e r  today, he 

said the JEA rates have increased a t  about 1 percent a year 

since 1981. 

rates by - - between now and 2009, i f  they increase by a 1 i t t l e  

under ha l f  a percent a year, they would be equal t o  what the 

Intercoastal rates would be a t  t ha t  time. Now, our rates are a 

l i t t l e  higher now. I t ' s  63 instead o f  58. And so, you know, 

even i f  you take tha t  up, i f  the JEA rates increased a t  

1 percent a year l i k e  they did, I ' m  sure i f  I adjusted tha t  

calculat ion, t h e i r  r e t a i l  rates, the average o f  the winter and 
summer r e t a i l  rates, would i n  a l l  probab i l i t y  be equal t o  more 

than In tercoasta l 's  rates a t  t ha t  time. 

these dynamics occur w i th  t h i s  growth t h a t  the Intercoastal 

rates by the time you get t o  2009 w i l l  be very competitive w i th  

In the analysis i n  my testimony shows tha t  the JEA 

So i t ' s  very l i k e l y  i f  
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the JEA r e t a i l  rates. And yet the customers are not going t o  

experience a benef i t  through Nocatee because they are going t o  

be paying 80 percent o f  the JEA r e t a i l  rates plus the Nocatee 

add-on, and they are not going t o  get the benef i t  o f  the 

d i l u t i o n  o f  the capi ta l  impact i n  the ratemaking process 

because i t ' s  coming i n  as O&M. 

COMMISSIONER PALECKI : We1 1 , I understand your 
answer. I ' m  s t i l l  looking f o r  economies o f  scale, and I 'm not 

f a m i l i a r  w i th  the geography here. 

Waterway separating the two systems. I understand you w i l l  be 

able t o  share management between the two systems. W i l l  you be 

I see the Intracoastal 

able t o  share lineworkers between the two systems, the system 

a t  Nocatee and the ex is t ing  system? Is there a nearby bridge? 

I s  i t  easy t o  get back and f o r t h  between the areas? W i l l  

t rucks be shared between the two systems? 

THE WITNESS: Can I show you on the chart something? 

COMMISSIONER PALECKI : Yes. 

THE WITNESS: 

CHAIRMAN JACOBS: Yeah, I need you t o  take the mic 

I f  I can get my bearings - - 

w i th  you. 

THE WITNESS: - -  and not s p i l l  the water. I bel ieve 

t h i s  i s  210. Is t ha t  r i g h t ,  Mr. Melson? 
MR. MELSON: County Road 210 i s  i n  there somewhere. 

THE WITNESS: Yeah, t h a t ' s  210. And there i s  a 

bridge r i g h t  here t h a t ' s  being replaced by a four- lane bridge. 
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I t ' s  going t o  be a b i g  bridge without a - -  i t  now i s  a bridge 

tha t  has a - -  what do you c a l l  i t  - -  draw i n  it. I t ' s  an o l d  

time bridge where they have t o  open i t  fo r  the boats t o  go 

under, and i t ' s  being replaced by a b ig  bridge much l i k e  the 

Vilano Bridge here i n  S t .  Augustine, a very high four- lane 

bridge. So the access w i l l  be very easy back and f o r t h  here. 

The operations plan, i t ' s  unfortunate tha t  

Mr. Forrester i s  not able t o  be here because he could probably 

speak t o  tha t  be t te r  than me, but I w i l l  t e l l  you t h i s ,  t ha t  i n  

the project ions tha t  we did, we sat  w i th  M r .  M i l l e r  i n  several 

conferences and went through l i n e  by l i n e  the O&M cost items, 

the operations and maintenance cost items, and i d e n t i f i e d  i n  

the years when the new capi ta l  was coming i n  what would happen, 

what would we need. And we i d e n t i f i e d  addit ional operators, 

addit ional expenses tha t  would be incurred, but because o f  tha t  

capi ta l ,  not j u s t  because the growth un i t s  were coming on but 

because now you had a new p lant  t o  operate. So instead o f  

having one operator, you're going t o  have t o  have two o r  

whatever the number was. And t h a t ' s  a l l  re f lec ted  i n  these 

analyses here. So I would say tha t  i t ' s  a l l  been accounted 

fo r .  

And the economies o f  scale are two things. I t ' s  not 

j u s t  d iv id ing  the cost by more uni ts .  That 's one thing, but  

i t ' s  j u s t  a tremendous surge i n  the revenues. When you get 

these growth un i t s  - -  l e t ' s  say you put the p lant  i n  i n  2002, 
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and then you s t a r t  get t ing growth uni ts .  Well, those growth 

un i ts  are adding boom, boom, boom, boom, boom, boom t o  your 
revenue every u n i t  tha t  comes i n  without adding very much 

marginal cost a t  a l l  on the cost side, chemicals and the power 

and a few things o f  t ha t  nature t o  actual ly  de l iver  the 

service. You don' t  have t o  h i r e  more employees now once they 

are i n  on the plant.  So the big dynamic t h a t ' s  r e a l l y  causing 

t h i s  t o  be possible and probably unusual i s  because o f  the 

tremendous growth. 

The growth numbers - -  they are i n  the book, but i n  

2001, Intercoastal was experiencing - - w e l l ,  and t h i s  i s  

somewhat 1 i ke h i s to r i ca l  - - about 4.67 percent on water and 

9 percent on sewer. In 2003, i t  goes t o  12 - - I ' m  going t o  

round these t o  nearest percents - -  12 on water ,  22 percent on 

sewer. I n  '04, i t  goes t o  11 on water and 19 on sewer. I n  

'05, i t ' s  10 on water, 16 percent on sewer. Now, these are the 
same number o f  un i ts .  The percentage i s  going down a l i t t l e  

b i t  now because they are pinning against bigger un i t s  each 

year. But there i s  a tremendous number o f  new un i t s  coming in,  

and i t ' s  operating very much l i k e  a ra te  increase i n  the 

intervening years between '02 and '07, and then from '07 on. 

And you take a h i t  i n  those two years because you have new 

capi ta l  t h a t  comes i n ,  you're br inging in some new O&M, and you 

are br inging i n  some new capi ta l  impact i n t o  the rates, but the 

net e f f e c t  i s  t h a t  the revenues are j u s t  dwarfing a l l  o f  these 
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other effects because i t ' s  j u s t  tremendous growth. 

know how many u t i l i t i e s  experience tha t  level  of growth over 

I don' t  

t ha t  period o f  t ime.  

And now a t  the end o f  the period when the 

service area i s  b u i l t  out, things w i l l  go back more 

state, and we're not predic t ing tha t  these rates w i  

eastern 

t o  a steady 

1 continue 

t o  go down forever. Okay. This i s  a phenomenon tha t  w i l l  

occur while they are experiencing growth on the eastern system 

on a f u l l y  b u i l t  system t h a t ' s  having some - -  having a 

deter iorat ing ra te  base and growth on a western side where they 

have got a new system coming i n  w i th  tremendous growth. The 

o ld  system growth w i l l  go away, and then the eastern service 

area growth w i l l  go away i n  '08, I guess, i s  when i t  f u l l y  goes 

away. And then you w i l l  s t i l l  have the western, and y o u ' l l  be 
more back t o  a steady state.  And we would th ink  tha t  the rates 

would stay somewhat stable from then on. So we're not 

predic t ing t h i s  t o  be an ad i n f i n i t u m  item e f fec t .  

phenomenon. And the reason - - I mean, you're t ry ing t o  decide 

what t o  believe about a l l  t h i s  testimony here, and you've got a 

l o t  o f  s tu f f  on the table,  and you've got a l o t  o f  c o n f l i c t i n g  

arguments before you. But the b e l i e v a b i l i t y  a l l  o f  t h i s ,  one, 

i s  i n  analyzing i t  and seeing t h a t  i t ' s  being calculated r i g h t ;  

the other i s  i n  the phenomenon t h a t ' s  causing i t  t o  occur and 

i s  j u s t  tremendous growth. Water un i t s  going from 5,763 ERCs 
i n  2000 t o  12,091 ERCs i n  2009; sewer un i ts  going from 2,857 

I t  i s  a 
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ERCs i n  2000 t o  9,328 a t  the end o f  the period, j u s t  tremendous 

growth, tremendous increase i n  revenues, and tha t  s what ' s  

going t o  make i t  happen. 

COMMISSIONER PALECKI : Thank you. 

COMMISSIONER JABER: M r .  Burton, are you f a m i l i a r  

w i th  any o f  the comprehensive plans f i l e d  by Intercoastal,  JEA, 

or the County? 

THE WITNESS : Comprehensive p l  ans f i 1 ed under the 

Growth Management Act? 

COMMISSIONER JABER: Yes. 

THE WITNESS: No, I ' m  not. 

COMMISSIONER JABER: A l l  r i g h t .  So you don ' t  know 

then what was envisioned by the County fo r  growth and provision 

o f  water i n  t h i s  area, do you? 

THE WITNESS: 1 do not. That would be other 

witnesses tha t  would need t o  t e s t i f y  t o  tha t .  

COMMISSIONER JABER: I'll t e l  you why I ' m  asking, 

and i t ' s  something I ' v e  been th ink ing about w i t h  the publ ic  

in te res t  question, M r .  Burton, and maybe i f  you want t o  

elaborate on t h i s ,  you can. As mater o f  po l i cy ,  should the 

Commission give any weight t o  allowing the creat ion o f  a new 

u t i  1 i t y  versus a1 1 owing an expansion by another u t i  1 i t y  

exist ing, whether i t  be JEA, or  Intercoastal ,  or the County, 

fo r  tha t  matter? 

THE WITNESS: Should they gave weight t o  - -  
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COMMISSIONER JABER: How much should I take tha t  i n t o  

account when I ' m  making my decision i n  t h i s  case? 

THE WITNESS: Let me make sure I understand your 

question. How much should you take i n t o  account what 

speci f i c a l l  y? 

COMMISSIONER JABER: A1 1 owing Nocatee U t i  1 i t y  t o  be 

cer t i f i ca ted ,  which i s  a brand new u t i l i t y ,  versus allowing - -  
approving Intercoastal Is appl icat ion or  perhaps denying 

Nocatee's appl icat ion w i th  the understanding tha t  JEA i s  

avai 1 ab1 e t o  serve. 

THE WITNESS: Well, you know, you've asked my opinion 

on tha t ,  so I'll t e l l  you. 

the JEA a b i l i t y  t o  serve the whole area would be up i n  the a i r .  

I th ink  you would have people who would have d i f f e ren t  opinions 

about tha t  than what JEA has. 

u t i l i t y  versus Intercoastal being an ex i s t i ng  u t i l i t y ,  

Intercoastal i s  an ex is t ing  u t i l i t y .  They are r i g h t  there. 

They are adjacent t o  the service area. They have a long 

h i s to ry  o f  being able t o  provide q u a l i t y  service, not 

withstanding the complaints you've heard by some people t h a t  

are very proximate t o  a wastewater treatment plant,  and I th ink  

the testimony tha t  the JEA plant  also puts out odors also. 

I th ink  the testimony I ' v e  heard, 

I n  terms o f  Nocatee being a new 

You have a u t i l i t y  t h a t ' s  been able t o  a t t r a c t  

very 

d need a 

capi ta l  I tha t  continues t o  be able t o  a t t r a c t  debt a t  

a t t rac t i ve  rates. I personally don ' t  see why you wou 
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new u t i l i t y  i n  t h i s  area, and I guess tha t  would be my opinion. 

I t h ink  tha t  the JEA issue doesn't have a - -  even as i t ' s  

structured, I th ink  Nocatee i s  very th in .  I mean, I heard 

testimony tha t  you-a l l  d i d n ' t  even know who you were going t o  

have t o  c a l l  i f  you had a problem. I f  you're approaching 

Nocatee, i f  I was i n  your shoes, I would say, am I e f f e c t i v e l y  

approving JEA? 

I th ink  i t ' s  very l i k e l y  w i th  the r i g h t  o f  

f i r s t  refusal t ha t  i t  i s  very possible there would be an 

acquisit ion. I don' t  know what's going t o  happen a t  t ha t  

point. And then you have a tremendous amount o f  t h i s  service 

area. I t ' s  the yellow, I guess, compared t o  the green shaded 

t h a t ' s  not accountable - -  where the owners o f  the u t i l i t y  are 

e f fec t i ve l y  not accountable t o  any regulat ion other than t h e i r  

good graces o f  JEA. So I th ink  i n  an abundance o f  conservative 

caution and no reason not t o  because Intercoastal c l e a r l y  can 

provide t h i s  service. From what I can see, I would say 

Intercoastal . I know there was testimony about development 

orders and things o f  t ha t  nature, but  I ' m  not the expert i n  

those things, and i t  seems t o  me tha t  those things are fungible 

over time. They are changeable over time based upon what 

occurs. So I don ' t  know tha t  t ha t  would be a l i m i t e d  factor  

here 

COMMISSIONER JABER: But i n  your review o f  the 

testimony and o f  t h i s  case overa l l ,  you don ' t  bel ieve t h a t  JEA 
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doesn't have the technical or  the f inanc ia l  a b i l i t y ;  r i g h t ?  

THE WITNESS: You're saying I don' t  bel ieve they do? 

No, I believe they have the technical and f inancial  a b i l i t y  t o  

serve the service area. C lea r l y ,  they are serving the 

greater - - a huge service area i n  Jacksonville. I 'm j u s t  

saying there's a l o t  o f  potent ia l  issues there w i th  regard t o  

t e r r i t o r i a l  issues w i th  S t .  Johns County. Intercoastal i s  very 

proximate. JEA i s  proximate now. They have run l i nes  i n  

recent years down there t o  become proximate. The p lant  i s  a 

long ways away. And by the time t h i s  a l l  evolved and we went 

through the case i n  S t .  Johns County and construction was going 

on w i th  JEA, they now have f a c i l i t i e s  tha t  are r e l a t i v e l y  

close, but there was a time when they d i d n ' t .  

Intercoastal appears t o  me t o  be an easy solut ion.  

It appears t o  be one without c o n f l i c t .  Intercoastal i s  an 

ex is t ing  u t i l i t y .  They w i l l  be serving across county 

boundaries. Your j u r i s d i c t i o n  over t h a t  i s  p r e t t y  well 

set t led.  It seems t o  me a bet ter  so lu t ion i n  a l l  ways. The 

approval o f  Nocatee - - i f  you were t o  approve Nocatee - - l e t ' s  

j u s t  hypothet ical ly say you were t o  approve Nocatee, and one 

month l a t e r  o r  one day l a t e r ,  JEA exercises i t s  r i g h t  o f  f i r s t  

refusal. They have now procured the r i g h t  t o  serve i n  

S t .  Johns County by your action. I don ' t  know. You have t o  

judge whether t h a t ' s  what should happen out o f  t h i s  case and 

whether t h a t ' s  l i k e l y  t o  happen. I don ' t  know what's going t o  
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Nocatee soon a f te r  the approval or  long a f te r  the approval, 

whenever they might do it. And i f  they do it, then they have 

acquired the r i g h t  t o  serve i n  the county by - -  I believe 

t h a t ' s  what they - -  the testimony has indicated they would 

bel ieve t o  be t h e i r  r i g h t  because they would have the 

c e r t i f i c a t e d  service area. The u t i l i t y  would have had the 

c e r t i f i c a t e d  service area. They would acquire tha t  u t i l i t y ,  

and then they would have the r i g h t  t o  serve. That 's what I 

th ink  I heard them say. 

So I don' t  know what anybody's motives are on any o f  

I j u s t  know the perception would be i f  th i s .  

tha t  d i d  occur, possibly tha t  t h i s  was a process tha t  allowed 

JEA t o  do that .  And I'm not accusing anybody o f  doing 

anything, but it i s  a very rea l  poss ib i l i t y ,  I th ink.  

I have no idea. 

COMMISSIONER JABER: M r  . Burton, I interrupted your 

counsel, so I bet ter  l e t  him continue h i s  red i rect .  

BY MR. DETERDING: 

Q I j u s t  wanted t o  fo l low up on one o f  the questions by 

Commissioner Palecki j u s t  for some c l a r i f i c a t i o n .  You were 

t a l k i n g  about the tremendous growth. And the only th ing  I 

wanted t o  c l a r i f y  i s ,  t h i s  u t i l i t y  already has had tremendous 

growth i n  i t s  ex is t ing  service t e r r i t o r y ,  and I t h ink  you were 

ta l k ing  about the combined e f f e c t  would be j u s t  t h i s  huge 

number? 
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A It would be i n  the scheme o f  things t h a t  I see i n  my, 

you know, 25 years o f  doing t h i s  kind o f  business w i th  

u t i l i t i e s ,  t h i s  i s  some o f  the more astronomical growth f igures 

tha t  I have ever seen. 

Q And not j u s t  because o f  what's going t o  happen i n  

Nocatee, but because - - 
A The combination. F i r s t  o f f ,  9 percent growth on any 

system i s  high. 

recorded i s  around i n  Orange County i s  one o f  my long-term 

c l ien ts .  They look a t  6, 7 percent growth, and t h a t ' s  strong. 

That's down i n  the Orlando area where you've gotten a l o t  o f  

growth. These are very high growth numbers, and I would th ink  

tha t  t h i s  most anyone could look a t  them and fee l  t h a t ' s  true. 

But i t  i s  a phenomenon, and i t  won't l a s t  forever. It w i l l  

l a s t  when there 's  a coincidence o f  growth happening on the 

eastern and the western side. When the eastern sides bui lds 

out, then i t  w i l l  be the western side. It w i l l  go more back t o  

a steady state. 

I mean, you know, some of the highest growth 

So I don' t  want t o  th ink  tha t  - -  f o r  two reasons, I 

don' t  want t o  th ink  tha t  we're pro ject ing t h i s  w i l l  go on and 

on. One i s ,  t h a t ' s  not believable. There has t o  be a reason 

t h i s  i s  happening, and t h i s  i s  the reason. And i f  you'd l i k e ,  

I '11 be happy t o  provide you copies w i th  t h i s  graph tha t  

c lea r l y  demonstrates what's going on out there. 

second point. 

I forgot my 

I l o s t  my t r a i n  o f  thought. 
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MR. DETERDING: That's a l l  I have. I wanted - - 
unless we're going t o  seek t o  c l a r i f y  something else, I wanted 

t o  address the exhibi ts.  

CHAIRMAN JACOBS: Commi ss i  oner Me1 son. 

MR. MELSON: Thank you f o r  the promotion. I would 

l i k e  t o  ask one fol low-up t o  one th ing  he said i n  a rather 

lengthy response t o  Commissioner Jaber. Just a point  o f  

c l  a r i  f i cat i on. 

CHAIRMAN JACOBS: 

e a r l i e r .  Could you explain i t  t o  me, please. 
MR. MELSON: He talked about i f  JEA exercised a r i g h t  

o f  f i r s t  refusal the day a f t e r  Nocatee got a c e r t i f i c a t e ,  and I 

want t o  know i f  he understands what a r i g h t  o f  f i r s t  refusal 

i s .  

I was very hesi tant  t o  do tha t  

CHAIRMAN JACOBS: I th ink  he was speaking t o  the 

speci f ic  clause i n  the - - 
MR. MELSON: Yes, s i r .  But I t h ink  he may have had a 

r i g h t  o f  f i r s t  refusal confused wi th  an option, and I ' m  t r y i n g  

t o  f i n d  out i f  the witness understand the dif ference. 

CHAIRMAN JACOBS: Okay. You can go t o  h i s  

understanding o f  t h a t  b r i e f l y .  

RECROSS EXAMINATION 
BY MR. MELSON: 

Q Mr. Burton, what do you understand a r i g h t  o f  

f i r s t  refusal t o  be? 
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d be tha t  i f  Nocatee desires t o  

d be the f i r s t  one who had a 

Q So you don ' t  understand tha t  a r i g h t  o f  f i r s t  refusal 

f i r s t  requires a contract t o  s e l l  t o  some t h i r d  par ty  before a 

r i g h t  would ex i s t  i n  JEA? That's not your understanding? 

A Let me c l a r i f y  t h i s  a l i t t l e  b i t ,  i f  I might. I have 

not analyzed the contract i n  terms o f  the r i g h t  o f  

f i r s t  refusal very spec i f i ca l l y .  I wasn't ac tua l l y  arguing a 

legal  point o f  order. 

about what might happen i n  the Commission's thought process 

about what they should do. I t ' s  clear by the language t h a t  

there has been contemplation o f  an acquis i t ion by JEA. 

c lear tha t  when an acquis i t ion occurs usual ly there has t o  be a 

w i l l i n g  se l l e r  and a w i l l i n g  buyer. A l l  I ' m  saying, i f  tha t  

does occur, t h a t ' s  a l l  I was saying, i f  tha t  does occur, then 

t h a t ' s  what would happen. I wasn't arguing whether JEA could 

come i n  and j u s t  t r i gge r  something without any agreement from 

Nocatee. So i f  tha t  helps, t h a t ' s  a l l  I meant. 

I was responding i n  terms o f  my opinion 

I t ' s  

MR. MELSON: That helps. Thank you. 

CHAIRMAN JACOBS: Very wel l .  You were done: correct? 

MR. DETERDING: Yeah. I j u s t  wanted t o  address 

before we get t o  - - we1 1, l e t ' s  go ahead, and I'll move 
M r .  Burton's 29 and 30. I guess they were marked. 

CHAIRMAN JACOBS: Yes. Exhibi ts 29 and 30, without 
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objection, show those are admitted i n  the record. 

(Exhibits 29 and 30 admitted i n t o  the record.) 

CHAIRMAN JACOBS: What d i d  we decide about a 

corrected MB-3? Is tha t  necessary? 

MR. DETERDING: Well,  I would prefer you had it 

because the numbers tha t  you've got i n  MB-3 are s l i g h t l y  o f f  

than what he was questioned a t  length here today about tha t  he 

agreed i t  ought t o  be changed i n  here. And i f  M r .  Melson 

objects t o  tha t ,  then you're j u s t  going t o  have t o  r e l y  on h i s  

verbal representation o f  the a f fec t  o f  t ha t  and approximately 

how much i t  affected it. Since I th ink  we have agreed tha t  

i t ' s  only those adjustments tha t  he s p e c i f i c a l l y  mentioned, I 

don' t  know why M r .  Melson would have a problem wi th  that .  

MR. MELSON: Commissioner Jacobs, l e t  me suggest 

something. I f  we are about ready t o  break for the evening, i f  

I could have a copy o f  revised Exh ib i t  MB-3 t o  look a t  t h i s  

evening, I could l e t  you know tomorrow whether I object o r  not. 

It might be t ha t  I would not object i f  I were permitted t o  ask 

a few questions about things i n  tha t  e x h i b i t  t ha t  I ' m  

pa r t i cu la r l y  interested i n .  

CHAIRMAN JACOBS: Okay. We'l l  take tha t  approach, 

and you can come back and make a decision on that .  Okay. 

Thank you, M r .  Burton. You're excused. 

THE WITNESS: Thank you. 

(Witness excused. ) 
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CHAIRMAN JACOBS: Before we leave, as I understand 

it, there was a possible s t ipu lat ion.  Is tha t  possible? 

MS. CIBULA: One o f  the attorneys has a question f o r  

the DEP witnesses, but Ms. S i lvers  has asked t o  go tonight,  t o  

give her testimony tonight,  i f  t h a t ' s  possible. 

CHAIRMAN JACOBS: Okay. Do we know what the extent 

o f  cross would be fo r  Ms. Si lvers? 

MR. MELSON: Actual ly, i f  you s t a r t  a t  t ha t  end o f  

the tab le  and a f te r  I hear M r .  Wharton's cross, I may not have 

any a t  a l l .  

MR. WHARTON: Well, I fee l  the same way. 

MR. MELSON: I w i l l  waive cross i f  you w i l l ,  

4r . Wharton . 
MR. WHARTON: O f  Caroline Si lvers? 

MR. MELSON: Yes. 

CHAIRMAN JACOBS : Yes. 

MR. WHARTON: NO. 

CHAIRMAN JACOBS: No cross? 

MR. WHARTON: No. No, I won't waive it. 

CHAIRMAN JACOBS: Okay. How long? 

MR. WHARTON: And in f ac t  - -  wel l ,  i t ' s  short, dut I 

jus t  th ink  Ms. S i l vers  i s  an important witness. So i f  

werybody fee ls  robust, l e t ' s  get her i n ;  otherwise, l e t ' s  do 

it tomorrow morning. 

CHAIRMAN JACOBS: Th is  i s  really short? 
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MR. WHARTON: Well, i t ' s  not as long as - -  i t ' s  

shorter than cross tha t  would be longer, using an example we 

heard e a r l i e r  i n  the t r i a l ,  but, I mean, i t ' s  10 o r  15 minutes. 

CHAI RMAN JACOBS : 0 kay . 
MR. WHARTON: And maybe not tha t  long. 

CHAIRMAN JACOBS: Le t ' s  go ahead and take Ms. S i lvers  

out o f  order. 

MR. WHARTON: But was tha t  who we were ta lk ing about, 

Ms. Si lvers? O r  was there another witness tha t  M r .  Korn had a 

few questions o f  t ha t  - -  

MS. CIBULA: That 's the DEP witnesses. 

MR. WHARTON: And we're also going t o  t ry  t o  do him 

tonight? 

MR. KORN: I f  he could do him tomorrow, t h a t  would be 

f i ne  w i th  me, because I have no questions o f  Ms. S i l vers  no 

matter what M r  . Wharton ' s cross examination might be. 

CHAIRMAN JACOBS: What's the extent o f  the cross fo r  

M i  s ter  - - the other DEP witness? 

MS. CIBULA: I heard tha t  there's only, l i k e ,  a 

couple o f  questions f o r  the  DEP witnesses. 

CHAIRMAN JACOBS: How about f o r  the second DEP 

witness? 

MR. MELSON: I have no cross f o r  any S t a f f  witness 

that  M r .  Wharton does not have cross fo r .  

CHAIRMAN JACOBS: Okay. Why don ' t  we shoot f o r  that? 
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Are they prepared t o  go now? 

MS. CIBULA: Yes. 

CHAIRMAN JACOBS: Do you guys need time t o  p u l l  

together your cross? 

MR. KORN: NO. 

MR. WHARTON: No, I ' m  ready. 

CHAIRMAN JACOBS: A l l  r i g h t .  We'll take about f i v e  

minutes l i t e r a l l y  i n  place, and then w e ' l l  get them a l l .  

fac t ,  them can come on up. 

I n  

(Br ie f  recess. 1 

CHAIRMAN JACOBS: We' 11 go back on the record. And 

we're going t o  take out o f  order Ms. Si lvers  and the - -  I ' m  

sorry, I can ' t  th ink  o f  any other DEP - -  
MS. CIBULA: We're going t o  take Ed Cordova f i r s t ,  

and then Mr. Lear and then Ms. Si lvers.  

CHAIRMAN JACOBS: Oh, there are three witnesses. 

MS. CIBULA: Rob Lear i s  also a DEP witness. 

CHAIRMAN JACOBS: Okay. Now, are we s t i l l  w i th in  45 

minutes o r  so t o  get done? 

MS. CIBULA: I believe so. 

CHAIRMAN JACOBS: Okay. Sounds l i k e  a winner. And 

we ' l l  begin - -  i t  looks l i k e  we have a good b i t  l e f t  tomorrow. 

So I th ink  we should s t a r t  a t  9:00 a.m. i n  the morning again. 

Very wel l .  You may proceed. 

THE WITNESS: Excuse me, Mr. Chairman. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

811 

CHAIRMAN JACOBS: You weren't here t o  be sworn. 

MS. CIBULA: Yeah, he needs t o  be sworn i n .  

(Witness sworn 1 

CHAIRMAN JACOBS: Thank you very much. You may be 

seated. Thank you f o r  reminding me too. 

EDWARD CORDOVA 

was ca l led as a witness on behalf o f  the S t a f f  o f  the Flor ida 

Public Service Commission and, having been duly sworn, 

t e s t i f i e d  as follows: 

0 1 RECT EXAM I NATION 
BY MS. CIBULA: 

Q 

record 

A 

Please s tate your name and business address fo r  the 

My name i s  Ed Cordova, and I reside a t  8911 Deerberry 

Court, Jacksonville, Flor ida.  

Q 

A 

By whom are you employed and i n  what capacity? 

I am employed by the Flor ida Department o f  

Environmental Protection as the potable water section 

supervisor i n  the northeast d i s t r i c t  o f f i c e  i n  Jacksonvil le. 

Q Are you adopting the p r e f i l e d  testimony o f  

M r .  Scott Trigg and D r .  James Toff lemire as your own? 

A Yes, I am. 

Q Do you have any corrections o r  changes t o  make t o  

tha t  testimony? 

A Yes, I do. Since 1 am adopting Mr. Tr igg 's  and 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 
7 

8 

9 

10 

11 

12 

13 

14 

15 

16 
17 

18 

19 
20 
21 

22 

23 
24 

25 

812 

Mr. Toff lemire 's testimony, I would l i k e  t o  subst i tute my name 

and address on Page 1, Lines 3 through 6 o f  Mr. Tr igg 's  

testimony, and on Page I, Lines 3 through 5 o f  D r .  Tof f lemire 's 

testimony. 

experience testimony found on Page 1, Lines 9 through 13 o f  

Mr. Tr igg's testimony, and Page 1, Lines 8 through 13 o f  

D r .  Tof f lemire 's testimony wi th  my educational background, 

experience, which i s  as follows: 

I ' d  also l i k e  t o  subst i tute my education and 

I have a Bachelor o f  Science i n  environmental 

engineering from the Universi ty o f  Flor ida.  

approximately four years ' experience as a professional engineer 

i n  environmental engineering. 

approximately e ight  and a h a l f  years. 

water section supervisor since February 2001. 

i n  the potable water section as permit t ing supervisor from 

November 1997 t o  March 1998. 

F ina l l y ,  I ' d  l i k e  t o  subst i tute the testimony on 

I have 

I have been w i th  the DEP f o r  

I have been the potable 

I was previously 

Page 1, Lines 15 through 18 o f  Mr. Tr igg 's  testimony, and 

Page 1, Lines 14 through 17 o f  D r .  Tof f lemire 's  testimony w i th  

my respons ib i l i t i es  a t  DEP which are cur ren t ly  as follows: 

As the potable water section supervisor, I supervise 

13 posit ions and perform administrat ive functions fo r  the 

section. 

a c t i v i t i e s .  

which mean t o  sign and seal , a l l  permits for the section. 

I review and oversee a l l  compliance and enforcement 

I am also the permit t ing supervisor i n  ce r t i f y i ng ,  
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MS. CIBULA: Chairman, may we have M r .  Cordova's 

testimony inserted i n t o  the record w i th  the changes stated by 

M r .  Cordova as though read? 

CHAIRMAN JACOBS: Very we1 1 . Show tha t  the p r e f i  led 
testimonies o f  Mr. Trigg and Mr. Tofflemire as adopted by 

Mr. Cordova and amended - -  as amended are admitted i n t o  the 

record as though read. 
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DIRECT TESTIMONY OF SCOTT TRIGG 

Q .  Please s t a t e  a b r i e f  d e s c r i p t i o n  o f  your educat ional  background and 

Q .  Have you t e s t i f i e d  on b e h a l f  o f  t h e  DEP i n  prev ious Pub l i c  Service 

Commission (Commission) proceedings? 

A .  No. 

Q. What i s  t h e  purpose o f  your test imony i n  t h i s  docket? 

A .  The purpose o f  my test imony i s  t o  p rov ide  i n f o r m a t i o n  on t h e  t e c h n i c a l  

ab i  1 i t y  o f  I n t e r c o a s t a l  U t i  1 i t i e s ,  I n c .  ( I n t e r c o a s t a l  ) t o  p rov ide  water 

s e r v i c e  t o  t h e  area a t  i ssue  i n  t h e  o r i g i n a l  c e r t i f i c a t e s  a p p l i c a t i o n  f i l e d  

- 1 -  
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by Nocatee U t i l i t y  Corporation ( N U C ) .  My test imony w i l l  address t h e  s p e c i f i c  

concerns t h e  DEP has w i t h  respect t o  water i n  t h i s  area and t h e  a b i l i t y  o f  

I n t e r c o a s t a l  t o  address and s a t i s f y  these concerns. 

Q .  Would you exp la in  what you mean by concerns r e l a t i n g  t o  water by t h e  

DEP? 

A .  Yes. The area i s  exper iencing i nc reas ing  s a l t  water i n t r u s i o n ;  

t h e r e f o r e ,  t he  p e r m i t t i n g  o f  new water we l l s  and t h e  withdrawals from e x i s t i n g  

w e l l s  i s  being more c l o s e l y  monitored by the DEP and t h e  Water Management 

D i s t r i c t  (WMD). 

I n t e r c o a s t a l ’ s  l e v e l  o f  s u l f a t e s  has increased over t h e  past several  

yea rs ,  b u t  remains a t  approximately 60% o f  t h e  MCL based on 1997 data.  

Chlor ides have c o n s i s t e n t l y  shown t o  be tow and are no t  a problem. 

I n t e r c o a s t a l  has on ly  deep we7 1 s .  

The water q u a l i t y  o f  I n t e r c o a s t a l  i s  s a t i s f a c t o r y  and meets a l l  t h e  

water q u a l i t y  standards requ i red  by t h e  DEP based on our most recent  

compliance t e s t i n g .  Sul fa tes and ch lo r i des  are secondary standards which are 

considered most ly  f o r  aes the t i c  purposes and sodium i s  a pr imary standard 

which i s  considered f o r  h e a l t h  e f f e c t s .  

Q .  

area a t  issue? 

A .  I n t e r c o a s t a l  has two water p lans gr idded together  t o  serve one 

d i s t r i b u t i o n  system. Based upon c u r r e n t  i n f o r m a t i o n  i n  t h e  DEP f i l e s ,  t h e  

maximum r a t e d  capac i t y  o f  both p l a n t s  combined i s  approximately 4 .75  MGD. 

Based upon t h e  previous 12 months o f  data,  I n t e r c o a s t a l ’ s  maximum d a i l y  f l o w  

was 3 . 7  MGD. It has uncompleted p r o j e c t s  est imated t o  be 0.250 MGD. Th is  

Would you discuss t h e  a b i l i t y  o f  I n t e r c o a s t a l  t o  prov ide water t o  t h e  
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places i t s  system a t  approximately 78% o f  capaci ty  and leaves i t  w i t h  a 

rese rve  o f  1 .05  MGD. A permi t  was issued i n  January 2000 t o  expand i t s  

t reatment  f a c i l i t i e s  t o  a maximum d a i l y  capaci ty  o f  9 . 0  MGD. 

I n t e r c o a s t a l  has an excel l e n t  h i  s t o r y  o f  compl i ance and has adequate 

s t a f f  t o  prov ide water t o  t h e  area a t  i ssue.  

Q .  From a s a f e t y ,  water q u a l i t y ,  system r e l i a b i l i t y ,  and customer se rv i ce  

s tandpo in t ,  would t h e  customers i n  t h e  proposed area be b e t t e r  served by JEA 

o r  I n t e r c o a s t a l ?  

A.  To my knowledge, I n t e r c o a s t a l  has no t  had any pas t  problems i n  regard 

t o  s a f e t y ,  water qual  i t y  , re1 i abi 1 i t y  , or customer se rv i ce  t h a t  would i n d i c a t e  

t h a t  t h e  customers would be b e t t e r  served by JEA. Although t h e  DEP does no t  

regu la te  JEA d i r e c t l y ,  I am aware t h a t  JEA i s  a l a r g e r  u t i l i t y  and has i t s  own 

l a b o r a t o r y  f a c i l i t y  and personnel .  I b e l i e v e  t h a t  t h e  customers o f  t h e  

proposed area would be w e l l  served by e i t h e r  u t i l i t y .  

Q .  Do you have any other  comments on t h e  a b i l i t y  o f  I n te rcoas ta l  t o  prov ide 

water se rv i ce  t o  t h e  area a t  i ssue? 

A .  No, n o t  a t  t h i s  t i m e .  

Q .  

A .  Yes. 

Does t h i s  conclude your test imony? 
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D I R E C T  TESTIMONY OF D R .  T .  JAMES TOFFLEMIRE, P . E .  

Q .  Please s t a t e  a b r i e f  d e s c r i p t i o n  o f  your educat ional  background and 

Q. What i s  t h e  purpose of your test imony i n  t h i s  docket? 

A .  My test imony concerns JEA's c a p a b i l i t y  i n  p r o v i d i n g  water t o  t h e  

proposed Nocatee t e r r i t o r y .  The DCHD i s  o f f i c i a l l y  delegated by t h e  F l o r i d a  

Department o f  Environmental P r o t e c t i o n  (DEP)  t o  handle t h e  d r i n k i n g  water 

program f o r  Duval County through an interagency agreement, My superv isor ,  Mr. 

Thomas R .  Hamil ton,  a lso  asked me t o  prepare t h i s  test imony i n  p lace o f  him 

Q .  Would you discuss t h e  a b i l i t y  o f  JEA t o  p rov ide  water t o  t h e  area a t  

issue? 

- 1 -  
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A .  The JEA South Gr id  system could p o t e n t i a l l y  p rov ide  t h i s  water .  The 

c u r r e n t  l i m i t i n q  G r i d  capac i ty  i s  123.2 mgd, w i t h  t h e  recorded maximum day 

f l o w  o f  67.3 mgd and the  average day f l ow  o f  43.54 mgd. From p e r m i t t i n g  

records ,  t h e  term l i m i t i n q  capac i ty  i s  de f ined as t h e  minimum o f  several 

d i f f e r e n t  capac i t i es  (we l l  pump capac i t y ,  h igh  se rv i ce  pump capac i t y ,  H2S 

removal -s torage capac i ty  , and auxi 1 i ary power capac i ty  a t  ha1 f maximum day).  

The noted South G r i d  h igh  se rv i ce  pumping capac i ty  i s  196.8 mgd. New w a t e r  

p ipe  l i n e s  along U.S .  1 have been permi t ted  t o  a i d  i n  p rov id ing  f lows t o  t h i s  

area ( t h e  Nocatee development). It appears t h a t  t he  South G r i d  has t h e  p l a n t  

capac i ty  t o  p rov ide  the  p ro jec ted  needed demand increase (6 .3  mgd) du r ing  an 
averaqe year.  During per iods o f  drought when the re  i s  heavy i r r i g a t i o n  use, 

as occurred i n  t h e  summer o f  1998, t h e  South G r i d  system had d i f f i c u l t y  

supp ly ing  water a t  adequate pressure t o  a71 areas. The g r i d  f l o w  peaked a t  

103 mgd, a t  a t ime  when t h e  l i m i t i n q  capac i ty  was 86.5 mgd. JEA’s Mandarin 

p l a n t  was a low-pressure area dur ing  those cond i t ions .  Some p i p i n g  changes and 

new p l a n t  cons t ruc t i on  have s ince  occurred t o  p rov ide  more pressure and f l o w  

t o  t h e  Mandarin areas and Southside. For example, t h e  new Brierwood water 

t rea tment  p l a n t  and connecting mains have been added. I have n o t  seen any 

d i s t r i b u t i o n  system modeling data concerning supply t o  t h e  Nocatee development 

and Mandarin du r ing  drought cond i t i ons  or h i g h  f i r e  demand c o n d i t i o n s .  

Q.  

A .  I am n o t  aware o f  any such concerns. Of ten some co r ros ion  c o n t r o l  may 

need t o  be prov ided t o  address any l ead  and copper problems t h a t  develop. 

Lead and copper come p r i m a r i l y  from t h e  plumbing i n  people ’s  homes. 

Q .  

Is t h e r e  any water q u a l i t y  concerns w i t h  JEA supply ing t h i s  water? 

Is t h e  water prov ided by JEA co r ros i ve?  

- 2 -  
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A .  Not unusual ly so .  The water i s  t y p i c a l  o f  t h e  F l o r i d a  a q u i f e r  t h a t  

supp l i es  most o f  N . E .  F l o r i d a .  

Q .  

A .  

t o  a 7.8 - 8 . 0  range. 

Q .  I f  t h e  water i s  c o r r o s i v e ,  should t h e  Nocatee development o n l y  use PVC 

p ipes i n  t h e  homes and businesses t o  prevent t h e  fo rma t ion  o f  b lack water 

caused by the r e a c t i o n  o f  hydrogen s u l f i d e  and copper? 

A .  Some black water problems are caused by t h e  meta ls  i n  t h e  water heater 

r e a c t i n g  w i t h  t h e  hydrogen s u l f i d e  i n  t h e  water. JEA’s p l a n t s  remove most o f  

t h e  hydrogen s u l f i d e .  The 

use o f  PVC p i p e  lessens any p o t e n t i a l  copper problems. 

Q.  Does t h e  water i n  t h e  JEA system meet t h e  DEP’s pr imary and secondary 

standards, as we1 1 as t h e  r a d i o  nuc l i des ,  organics,  and ino rgan ic  standards? 

Does JEA add chemicals t o  c o n t r o l  corros ion i n  t h e  South G r i d  system? 

Yes, JEA adds sodium hydroxide o r  sodium h y p r o c h l o r i t e  t o  r i s e  t h e  pH 

This  reduces copper s o l u b i l i t y .  

There a r e  pros and cons t o  t h e  use o f  PVC p i p e .  

A .  Yes. 

Q. Does t h e  water 

A.  Yes. 

Q .  Does t h i s  conc 

A .  Yes. 

f rom JEA meet a l l  o f  t h e  DEP’s requirements? 

ude your  test imony? 
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BY MS. CIBUIA:  

Q 

testimony? 

M r .  Cordova, could you b r i e f l y  summarize your 

A I can b r i e f l y  summarize my testimony. My testimony 

concerns the technical ab i l  i t y  o f  JEA through t h e i r  agreement 

w i th  the Nocatee U t i  1 i t y  Corporation and Intercoastal 

U t i l i t i e s ,  Incorporated t o  provide potable water service t o  the 

proposed Nocatee t e r r i t o r y .  With respect t o  JEA, JEA has the 

capacity from i t s  South Grid system t o  supply the proposed 

Nocatee demands. The water from the JEA South Grid system 

current ly  meets a l l  DEP requirements for water qual i ty ,  and I 

know o f  no reason why JEA cannot s a t i s f y  the potable water 

requirements f o r  the Nocatee development . 
Intercoastal current ly  operates two plants on a 

system on the east side o f  the Intracoastal Waterway. The 

Intercoastal system i s  recent ly i n  the process o f  an expansion, 

and t o  my knowledge, the water i n  the Intercoastal system 

current ly  meets a l l  DEP requirements f o r  water quality. 

not know o f  any reason why Intercoastal cannot sa t i s f y  the 

requirements f o r  the potable water needs o f  the Nocatee 

development. However, i t  i s  my understanding tha t  Intercoastal 

in tents  t o  b u i l d  a p lant  on the western side o f  the 

Intracoastal t o  serve Nocatee, and because I have not received 

a permit appl icat ion o r  any de ta i l s  on t ha t  p lant ,  I cannot 

t e s t i f y  as t o  the adequacy o f  t ha t  proposed system. 

I do 
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MS. CIBULA: The witness i s  tendered f o r  cross. 

CHAIRMAN JACOBS: Very wel l .  That end f i r s t .  

Mr . Wharton. 

CROSS EXAMINATION 

BY MR. WHARTON : 

Q When you say tha t  JEA does have the capacity, you're 

re fe r r i ng  t o  the capacity t o  serve Phase 1; correct? 

A Yes. 

MR. WHARTON: Okay. Thank you. That 's a l l  I have. 

CHAIRMAN JACOBS: That's i t  . 
MR. MELSON: No. 

CHAIRMAN JACOBS: M r .  Menton. 

MR. MENTON: NO. 

CHAIRMAN JACOBS: M r .  Korn. 

MR. KORN: Thank you, M r .  Chairman. 

CROSS EXAMINATION 

BY MR. KORN: 

Q M r .  Cordova, d i rec t i ng  your a t tent ion t o  the p r e f i  

testimony o f  M r .  Trigg, s p e c i f i c a l l y  Page 3, Lines 9 through 

11, do you have tha t  i n  f r o n t  o f  you, sir? 
A I have on Page 3 my testimony goes t o  Line 10. I'm 

not sure I have the same - -  
Q I ' m  r e fe r r i ng  t o  the d i r e c t  testimony o f  M r .  Tr igg 

f i l e d  May 1, 2000. 

A Yes. Are you sure t h a t ' s  Page 3? 
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Q That's what i t  says. 

A Okay. I t ' s  a d i f fe ren t  format, sorry. 

Q Okay. No problem. If you could j u s t  d i rec t  your 

a t ten t ion  t o  Lines 9 through 11 o f  t ha t  page, s i r .  

A Yes, s i r .  

Q Okay. As I understand the purpose o f  your testimony 

today i s  t o  discuss the a b i l i t y  o f  Intercoastal t o  provide 

potable water and t o  be able t o  serve the Nocatee area along 

those 1 ines; t h a t ' s  correct? 

A Yes, s i r .  

Q So your testimony here a t  Lines 9 through 11 where 

you're ta lk ing  about t ha t  Intercoastal has not had past 

problems w i th  regard t o  safety, water qual i ty, re1 i abi 1 i ty,  o r  

customer service i s  re la ted t o  the water issues tha t  you are 

being tendered fo r  as a witness; correct? 

A Yes, s i r .  

Q 
W. Flury? 

Were you here e a r l i e r  during the testimony o f  

A Yes, I was. 

Q Were you made aware t h a t  Intercoastal made not ice t o  

i t s  customers a t  some po in t  t h a t  there had been an elevated 

level o f  col i form bacter ia i n  i t s  dr ink ing water a t  some po in t  

i n  time? 

A I was not aware o f  t h a t  fact .  

Q You were not aware of t ha t  before today's testimony? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A Yes, s i r ,  I was aware o f  it. 

MR. KORN: Thank you. I have no more questions. 

CHAIRMAN JACOBS: Very we1 1 . Commi ssi  oners . 
Redirect. 

MS. CIBULA: No redirect .  

CHAIRMAN JACOBS: Very well . No exhibi ts.  Thank 

you. You ' re excused. 

(Witness excused. ) 

MS. CIBULA: M r .  Lear also needs t o  be sworn i n .  

CHAIRMAN JACOBS: And Ms. Si lvers  as wel l? 

MS. CIBULA: Yes. 

(Witnesses sworn.) 

ROBERT H. LEAR 

das ca l led as a witness on behalf o f  the S t a f f  o f  the Flor ida 

Pub1 i c Servi ce Commi ss i  on and , havi ng been duly sworn, 

t e s t i f i e d  as follows: 

DIRECT EXAM I NATI ON 

BY MS. CIBULA: 

Q 

the record. 

Please s tate your name and your business address f o r  

A My name i s  Robert H. Lear, and my business address i s  

the F1 orida Department o f  Environmental Protection a t  7825 

3aymeadows Way, Suite B-200 i n  Jacksonvil le, Florida. The z i p  

i s  32256. 

Q By whom are you employed and i n  what capacity? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A I ' m  employed by the Florida Department o f  

Environmental Protection. My capacity i s  as the domestic 

wastewater permit t ing coordinator i n  the water fac i  1 i t i e s  

program. 

Q Are you adopting the p r e f i l e d  testimony o f  

Edward Cordova as your own? 

A Yes. 

Q Do you have any changes or corrections t o  make t o  

tha t  testimony? 

A Yes, I do. Since M r .  Cordova's testimony was 

adopted, I ' d  l i k e  t o  subst i tute the testimony on Page 1, Lines 

3 through 6 w i th  my name and my business address. Also, the 

testimony on Page 1, Lines 8 through 9 w i th  my educational 

background. And I hold a degree o f  Bachelor o f  c i v i l  

engineering from the Universi ty o f  V i rg in ia .  

I would also l i k e  t o  subst i tute the testimony on 

Page 1, Lines 11 through 18 w i th  my experience a t  DEP, which i s  

a period o f  employment o f  a l i t t l e  over s i x  and a h a l f  years i n  

which I have served i n  domestic wastewater permit t ing f o r  

approximately two years, and i n  compliance and enforcement i n  

other programs f o r  the past four and a h a l f  years. I n  the 

middle o f  February o f  t h i s  year, I assumed my present posi t ion.  

I ' d  also l i k e  t o  subst i tute the testimony on Page 1, 

Lines 20 through 25 w i th  my general respons ib i l i t i es  f o r  DEP, 

which i s  the coordination o f  a1 1 domestic wastewater permit t ing 
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a c t i v i t i e s .  F ina l l y ,  I ' d  l i k e  t o  subst i tute the testimony on 

Page 2, Lines 3 through 5 w i th  my experience. I t e s t i f i e d  

before the Public Service Commission o f  not having t e s t i f i e d  

before t h i s  Commission previously. 

MS. CIBULA: Chairman, may we have M r .  Lear's 

testimony inserted i n t o  the record wi th  the changes stated by 

Mr. Lear as though read. 

CHAIRMAN JACOBS: Very wel l .  Show the p r e f i l e d  

testimony o f  M r .  Cordova as amended and adopted by M r .  Lear 

entered i n t o  the record as though read. 
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Q .  Have you t e s t i f i e d  on beha l f  o f  t h e  DEP i n  prev ious Pub l i c  Serv ice 

m g s .  

Q .  What i s  t h e  purpose o f  your test imony in  t h i s  docket? 

A .  The purpose o f  my test imony i s  t o  p rov ide  i n f o r m a t i o n  on t h e  techn ica l  

ab1 1 i t y  o f  I n t e r c o a s t a l  U t i  1 i t i e s ,  I n c .  , ( I n t e r c o a s t a l  ) and Nocatee U t i  1 i t y  

Corporat ion (NUC) ,  through an agreement w i t h  JEA, t o  p rov ide  wastewater 

s e r v i c e  t o  t h e  area a t  issue i n  NUC’s c e r t i f i c a t e  a p p l i c a t i o n .  My test imony 

w i l l  address t h e  s p e c i f i c  concerns t h e  DEP has w i t h  respect t o  wastewater i n  

t h i s  area, and t h e  a b i l i t y  o f  t h e  two u t i l i t i e s  t o  address and s a t i s f y  these 

concerns. 

Q .  Would you e x p l a i n  what you mean by t h e  DEP’s concerns r e l a t i n g  t o  

wastewater? 

A .  Yes. The DEP’s concerns are r e l a t e d  t o  e f f l u e n t  d i s p o s a l ,  as t h i s  i s  t h e  

pr imary concern f o r  wastewater t reatment p l a n t s  i n  t h i s  area. For Duval and 

S t .  Johns Counties, u t i l i z i n g  reuse and r e s i d e n t i a l  reuse i s  a h igh  p r i o r i t y .  

This has been re in fo rced  by both t h e  S t .  Johns River  Water Management D i s t r i c t  

a n d  t h e  Commissioners o f  S t .  Johns County as a r e s u l t  o f  s a l t  water i n t r u s i o n  

i n t o  i n t e r i o r  water resources. The S t .  Johns River Water Management D i s t r i c t  

has designated both count ies “Water Resource Caution” areas. 

I n  a d d i t i o n ,  t h e r e  a r e  o n l y  a few l a r g e  water bodies a v a i l a b l e  f o r  t h e  

disposal  o f  e f f l u e n t  i n  no r the rn  S t .  Johns County and southern Duval County. 

I n  t h i s  area,  t h e r e  are several  wetlands, t h e  S t .  Johns River  and t h e  

- 2 -  
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I n t e r c o a s t a l  Waterway (ICWW) . 

A p o r t i o n  o f  t he  S t .  Johns River  has been designated an impaired 

waterway. Any new o r  expanded discharge t o  any sur face water body would 

requ i re  an ant i -degradat ion study i n  accordance w i t h  Rule 62-4.242(2), F lo r i da  

A d m i n i s t r a t i v e  Code. As p a r t  o f  t he  a n t i  -degradation s tudy,  t h e  permi t tee  

must demonstrate t h a t  t h e i r  discharge w i l l  no t  impa i r  t h e  r e c e i v i n g  water .  

The pe rm i t tee  must a l so  demonstrate t h a t  t h e r e  i s  no o ther  reasonable 

a l t e r n a t i v e ,  s p e c i f i c a l l y  i nc lud ing  reuse, t o  t h e  discharge t o  sur face water .  

The recent expansion o f  JEA’s Mandarin p l a n t ’ s  discharge i s  an example 

o f  t h e  d i f f i c u l t i e s  invo lved i n  ob ta in ing  an expanded discharge t o  sur face 

water. JEA’s Mandarin p l a n t  recen t l y  expanded i t s  discharge t o  t h e  St. Johns 

River  from 5 .0  MGD Annual Average Daily Flow (AADF) t o  7 . 5  MGD AADF. As p a r t  

o f  t h e  expansion, i t s  e f f l u e n t  l i m i t s  were reduced t o  t h e  l e v e l  necessary t o  

ensure t h a t  ac tua l  p o l l u t a n t  loadings t o  t h e  S t .  Johns R iver  were no t  

increased. Achieving t h i s  reduc t i on  requ i red  t h e  i n t r o d u c t i o n  o f  b i o l o g i c a l  

n u t r i e n t  reduc t ion  (BNR) technology t o  JEA’s Mandarin p l a n t  a t  s i g n i f i c a n t  

c o s t .  

A p o r t i o n  o f  t h e  I C W W ,  encompassing t h e  Guana River S ta te  Park, has been 

designated an Outstanding F lo r i da  Water (OFW). Any new discharge t o  t h e  I C W W  

i n  t h e  v i c i n i t y  o f  t h e  OFW would r e q u i r e  a demonstration t h a t  t h e  OFW would 

no t  be degraded. 

Q. What would be t h e  r o l e  o f  t h e  DEP w i t h  respect  t o  t h e  issues o f  reuse? 

A .  As s ta ted  above, t h e  DEP has s i g n i f i c a n t  concerns w i t h  new o r  expanded 

discharges t o  t h e  two major sur face  water bodies i n  t h e  area.  The pr imary  

a l t e r n a t i v e  t o  d ischarg ing  t o  these water bodies i s  t o  implement reuse. 
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Fur the r ,  i n  accordance w i t h  Section 403.064 F l o r i d a  S ta tu tes ,  a l l  app l i can ts  

f o r  permi ts  t o  cons t ruc t  o r  operate a domestic wastewater treatment f a c i  1 i t y  

loca ted  w i t h i n  a water resource caut ion area must prepare a reuse f e a s i b i l i t y  

repo r t  as p a r t  o f  i t s  app l i ca t i on  f o r  t he  permi t .  The on ly  exceptions are f o r  

those f a c i l i t i e s  w i t h  a design capac i ty  o f  l e s s  than 0 . 1  m i l l i o n  ga l l ons  per 

day (MGD) o r  those f a c i l i t i e s  w i t h  a reuse capaci ty  equal t o  or exceeding the  

t o t a l  pe rm i t ted  capac i ty  . 

As s ta ted  above, both Duval and S t .  Johns Counties have been designated 

water resource caut ion  areas. The purpose o f  t h e  reuse f e a s i b i l i t y  r e p o r t  i s  

t o  have the  u t i l i t y  determine i f  i t  has the a b i l i t y  t o  reduce o r  e l im ina te  i t s  

d ischarge.  The r e p o r t  must i nc lude  an eva lua t i on  o f  t h e  economic, 

env i  ronmental , and techn ica l  cons t ra in t s  assoc iated w i t h  reuse. Reuse i s  

usua l l y  found t o  be t e c h n i c a l l y  f eas ib le ,  bu t  no t  economical ly f e a s i b l e .  The 

cos t  o f  r e t r o f i t t i n g  e x i s t i n g  developments w i t h  r e s i d e n t i a l  reuse i s  genera l l y  

cos t  p r o h i b i t i v e .  I f  t h e  r e p o r t  complies w i t h  t h e  requirements o f  Sect ion 

403.064, F l o r i d a  S ta tu tes ,  t he  DEP must accept t h e  f i n d i n g s  o f  t h e  r e p o r t  as 

t o  reuse feas i  b i  1 i t y  . 

Q .  

docket t o  p rov ide  reuse? 

A .  NUC: 

Would you d iscuss t h e  a b i l i t y  o f  each o f  t h e  u t i l i t y  systems i n  t h i s  

My answer assumes t h a t  JEA w i l l  p rov ide  wholesale wastewater se rv i ce  

from i t s  Mandarin p l a n t  t o  t h e  area a t  i ssue i n  NUC’s  o r i g i n a l  c e r t i f i c a t e  

a p p l i c a t i o n .  The most recent  permi t  f o r  3EA’s Mandarin wastewater t reatment  

f a c i l i t y  was issued on November 12, 1996. and exp i res  on November 12. 2001. 

This permit a l lows JEA t o  operate a 7 . 5  MGD AADF a c t i v a t e d  sludge p l a n t .  The 
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permi t  was rev i sed  on September 30, 1999, t o  au tho r i ze  cons t ruc t i on  o f  a 2 . 5  

MGD AADF p u b l i c  access reuse system. There are prov is ions t o  expand t h e  reuse 

capac i t y  t o  5 . 0  MGD. Several reuse customers have been i d e n t i f i e d  and t h e  

reuse d i s t r i b u t i o n  system i s  under cons t ruc t i on .  The reuse d i s t r i b u t i o n  l i n e s  

are being l a i d  along a path t h a t  w i l l  p l ace  them w i t h i n  several m i l es  o f  t h e  

northwest edge o f  t h e  Nocatee development. NUC has s ta ted  t h a t  t h e  Nocatee 

development ’ s  reuse demand w i  11 exceed t h e  vo l  ume o f  wastewater generated i n  

t h e  e a r l y  stages o f  development . JEA’s Mandarin wastewater treatment f a c i  1 i t y  

should be able t o  meet t h e  Nocatee development’s excess reuse demands. 

The l a s t  Capacity Analysis Report f o r  JEA’s Mandarin wastewater 

t reatment  f a c i l i t y  was submitted i n  A p r i l  o f  1994. The Capacity Analys is  

Report determined t h a t  t h e  p l a n t  w i l l  reach i t s  7 .5 MGD AADF capaci ty  by 2010. 

This p r o j e c t i o n  would l i k e l y  have t o  be mod i f i ed  should JEA’s Mandarin p l a n t  

serve t h e  Nocatee development. The AADF f o r  1999 was 5.14 MGD. 

I n t e r c o a s t a l  : 

The DEP issued a permi t  for I n t e r c o a s t a l ’ s  Sawgrass p l a n t  on J u l y  31, 

1997. T h i s  pe rm i t  expi res on J u l y  30, 2002. The permi t  au tho r i zed  an 

expansion o f  t h e  p l a n t  from 0 . 8  MGD t o  1 .5 MGD. The expansion i s  now 

complete. The p l a n t  provides 0 . 3  MGD AADF o f  reuse f o r  t h e  Sawgrass g o l f  

course. The p l a n t  discharges t h e  remaining 1 . 2  MGD AADF t o  t h e  I C W W .  The 

AADF f o r  1999 was 0.824 MGD. I n  a l e t t e r  dated May 18, 1999, Intercoastal’s 

engineer,  Sonny Waitz, s t a t e d  t h a t  t h e r e  i s  p h y s i c a l l y  no room f o r  f u r t h e r  

expansion a t  I n t e r c o a s t a l  ’ s  Sawgrass wastewater t reatment f a c i  1 i t y  s i t e  and 

t h e  p l a n t  w i l l  n o t  be expanded beyond t h e  1 . 5  MGD c u r r e n t  capac i t y .  

From t h e  a p p l i c a t i o n  prov ided by t h e  Commission, i t  appears t h a t  

- 5 -  
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I n t e r c o a s t a l  i s  proposing t o  p rov ide  i n i t i a l  wastewater se rv i ce  t o  the  area 

west o f  i t s  cu r ren t  c e r t i f i e d  a r e a  from a new 1 . 0  MGD wastewater treatment 

p l a n t  c e n t r a l l y  loca ted  i n  t h e  Nocatee community. The p l a n t  would be 

expanded, i n  phases, t o  provide treatment capaci ty  through b u i l d  o u t .  The DEP 

has no a p p l i c a t i o n  o r  any o ther  i n fo rma t ion  regard ing t h i s  proposed p l a n t .  

Without such in fo rmat ion ,  it i s  not  poss ib le  t o  f u l l y  evaluate t h e  a b i l i t y  o f  

I n t e r c o a s t a l  t o  p rov ide  reuse. The proposed p l a n t  w i l l  i nc lude  a sequent ia l  

batch reac tor  (SBR) treatment u n i t  w i t h  f i l t r a t i o n  and h igh  l e v e l  d i s i n f e c t i o n  

f o r  p u b l i c  access reuse. In theory ,  such a p l a n t  should be adequate t o  

p rov ide  p u b l i c  access reuse for t h e  Nocatee development. It has been noted 

above t h a t  i n  the  i n i t i a l  stages o f  development, t he  reuse demand f o r  Nocatee 

w i l l  exceed t h e  volume o f  wastewater be ing generated. Without an ex terna l  

source for augmentation, such as  a connection t o  I n t e r c o a s t a l ’ s  Sawgrass 

wastewater t reatment  f a c i l i t y ,  I n t e r c o a s t a l  may not  be ab le  t o  meet t h e  f u l l  

reuse demand i n  t h e  e a r l y  stages o f  development. 

Q -  Could you discuss whether t h e r e  a re  any o ther  concerns the  DEP has w i t h  

respect t o  NUC’s and I n t e r c o a s t a l ’ s  f a c i l i t i e s  and t h e  u t i l i t i e s ’  a b i l i t y  t o  

prov ide wastewater se rv i ce  t o  t h e  area i n  quest ion? 

A .  Ne i ther  JEA, through which NUC i s  proposing t o  p rov ide  se rv i ce ,  nor 

I n t e r c o a s t a l  a re  c u r r e n t l y  se rv ing  r e s i d e n t i a l  areas w i t h  reuse. However, 

t h i s  should n o t  be a s i g n i f i c a n t  t echn ica l  hu rd le  f o r  e i t h e r  u t i l i t y .  

As s t a t e d  above, I n t e r c o a s t a l  proposes t o  cons t ruc t  a 1 MGD AADF p l a n t  

i n  t h e  Nocatee development. I n t e r c o a s t a l ’ s  Commission a p p l i c a t i o n  a l so  

ind ica tes  t h e  p l a n t  would have a wet weather discharge t o  t h e  I C W W .  The I C W W  

has been designated an OFW from t h e  SR 210 b r idge  south.  The t i d e  l i n e  i s  

- 6 -  
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a l s o  very c lose  t o  t h i s  p o i n t  ( i . e .  n o r t h  o f  t h e  l i n e  t h e  ICWW f lows i n  and 

out t o  t h e  St. Johns River ,  wh i l e  south o f  t h e  l i n e ,  t h e  I C W W  f lows i n  and ou t  

toward St. August ine).  Because o f  t h i s ,  i t  would be d i f f i c u l t  t o  approve a 

wet weather discharge unless t h e  discharge po int  was considerably nor th  o f  the  

SR 210 b r i d g e .  

Q .  Do you have any other  comments on t h e  a b i l i t y  o f  NUC or I n te rcoas ta l  t o  

p r o v i d e  wastewater se rv i ce  t o  t h e  area i n  quest ion? 

A .  No, n o t  a t  t h i s  t ime .  

Q. Does t h i s  conclude your test imony? 

A .  Yes 

- 7 -  
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BY MS. CIBULA: 

Q M r .  Lear, could you b r i e f l y  summarize your testimony? 

A Yes. The testimony i n  summary deals w i th  the 

technical a b i l  i t y  o f  two proposals and the regulatory aspects 

of the two proposals t o  provide wastewater treatment service t u  

the proposed Nocatee area. Both o f  the proposals, as we know 

it, can be implemented w i th in  the ex is t ing  regulatory 

framework 

MS. CIBULA: The witness i s  tendered for cross. 

CHAIRMAN JACOBS: M r .  Wharton. 

CROSS EXAMINATION 

BY MR. WHARTON: 

Q S i r ,  looking a t  your testimony a t  the bottom of Page 

6, the Intercoastal - - or Intracoastal ,  rather,  Waterway has 

been designated an outstanding F lor ida water from State Road 

210 bridge south; correct? 

A That i s  my testimony, yes, s i r .  

Q Are you aware tha t  In te rcoas ta l ' s  present discharge 

i s  t o  the Intracoastal Waterway well  north o f  the 210 bridge? 

A I am now. 

Q Okay. But l e t  me just ask you t h i s .  Your testimony 

i s  meant t o  say tha t  i f  Intercoastal i s  proposing a wet weather 

discharge - - I 've confused mysel f because Intercoastal and 

Intracoastal Your testimony i s  meant t o  say that i f  

Intercoastal has a wet weather - -  proposes a wet weather 
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discharge t o  the Intracoastal south o f  the 210 bridge, tha t  

could be a problem because t h a t ' s  an outstanding Flor ida water? 

A That's indeed the case. Thank you f o r  s ta t ing it. 

Q But i f  it i s  north o f  the 210 bridge, then t h a t  

p a r t i  cul a r  problem as i t  re1 ates t o  the outstanding F1 orida 

water would not exi st? 
A It would be mitigated. It would become par t  o f  a 

discharge that  eventually j o i n s  the S t .  Johns River. And the 

e f fec t  tha t  the discharge would have on the Intracoastal 

Waterway would have t o  be examined i n  great de ta i l  p r i o r  t o  i t s  

bei ng permitted . 
Q And t h a t ' s  something tha t  would be considered as par t  

o f  the appl i ca t i on  process? 

A Yes, i t  would. 

MR. WHARTON: Thank you, s i r .  That's a l l  I have. 

CHAIRMAN JACOBS : M r  . Menton. 

MR. MENTON: Thank you, M r .  Chairman, just  a couple 

o f  quick questions. 

CROSS EXAMINATION 

BY MR. MENTON: 

Q Good afternoon, M r .  Lear. 

A Good afternoon. 

Q My name i s  Stephen Menton, and I represent JEA i n  

t h i s  proceeding. On Page 4 o f  your testimony, beginning around 

Lines 12 through 15, you t a l k  about reuse, and you t a l k  about 
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how reuse i s  commonly found t o  be not - - or  commonly found not 

t o  be economically feasible. Do you reca l l  that? 

A Yes, s i r .  

Q And, i n  fac t ,  t h a t ' s  been one o f  the problems i n  

ge t t ing  reuse implemented w i th in  the D i s t r i c t  i s  because i t ' s  

generally not a cost a t t rac t i ve  f o r  developers? 

A For indiv idual  developers, yes. 

Q So t o  the extent the developer vo lun ta r i l y  agrees t o  

implement a resident ia l  reuse program, the D i s t r i c t  would 

consider tha t  t o  be a pos i t i ve  development, wouldn't you agree? 

A Indeed. The Department would support t ha t  pos i t ion 

t o  the degree tha t  i t  was able to .  

CHAIRMAN JACOBS: In t h i s  instance - -  I ' v e  asked t h i s  

a couple o f  times, maybe you're the best person t o  - - who's 

holding the developer's feet  t o  the f i r e  here i n  t h i s  proposal? 

Whoever gets it, i n  any regard, what I ' v e  heard i s  tha t  JEA i s  

going t o  provide bulk service t o  t h e i r  connecting point .  And I 

assume whoever gets the service t e r r i t o r y  w i l l  provide some 

f a c i l i t i e s  from tha t  po int  i n t o  the development, but I have not 

yet  heard what are the requirements tha t  w i l l  ensure tha t  

developers overcome t h i s  natural d is incent ive f o r  them t o  set 

up f a c i l i t i e s  for reuse. 

THE WITNESS: I believe the answer i s  deal t  w i th  i n  

the testimony, i n  the sensi t ive nature o f  the options, the 

s e n s i t i v i t y  o f  the environmental condit ion o f  the options t o  
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which treated e f f luen t  might be disposed. Disposal o f  the 

e f f l u e n t  i s  the c r i t i c a l  factor here. And the d i f f i c u l t i e s  i n  

f i nd ing  a sat isfactory economical place f o r  disposal may indeed 

be the impetus tha t  you are looking fo r .  

CHAIRMAN JACOBS: I agree tha t  t ha t  would be f o r  the 

p lan t  operator, the wastewater plant operator. But the 

developers are - -  I mean, l e t ' s  be honest, the answer tha t  I 

had been expecting t o  hear somebody say i s  t ha t  they won't get 

bu i ld ing  permits unless they decide t o  put i n  reuse l ines .  

have not heard tha t  answer yet, and t h a t ' s  the concern I have, 

i s  i f  they get bu i ld ing  permits and they are not required t o  

put i n  reuse 1 ines, I ' m  wondering how extensive t h i s  network 

w i l l  be. 

I 

THE WITNESS: 

res ident ia l  reuse i n  t h i s  case? 

Now, are you spec i f i ca l l y  addressing 

CHAIRMAN JACOBS: Yeah, but I understand the g o l f  - -  
wel l ,  I don' t  know. Are - -  the g o l f  course i s  the same thing; 

r i g h t ?  I don' t  know. I would suspect the g o l f  course i s  the 

same thing. If they get the permits t o  develop the g o l f  course 

and they don' t  have the requirements t o  put i n  the reuse l ines ,  

yeah, they w i l l  probably take it, but they w i l l  have the 

leverage a t  tha t  point ,  i .e., the go1 f courses w i l l  have the 

leverage a t  tha t  po int .  

THE WITNESS: I believe the answer t o  your question 

i s  probably very complex and a mult i faceted one, and one t h a t ' s  
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perhaps being wrestled wi th  by others who are involved wi th  

t h i s  question. And I don' t  th ink there i s  a simple response 

tha t  would give you a d i rec t  answer. 

complex. There are many factors  involved. 

CHAIRMAN JACOBS: Okay. That ' s f a i r  enough. 

THE WITNESS: And however the - - you' r e  planning t o  

receive testimony, I know, concerning dr ink ing water usage or 

potable water usage. That may lead you t o  a more d i rec t  answer 

t o  your question, s i r .  

I t h ink  there are - - i t  ' s 

CHAIRMAN JACOBS: Very we1 1 . Thank you. I 'm  sorry I 
interrupted you 

MR. MENTON: And, M r .  Chairman, I don' t  want t o  speak 

for M r .  Melson, but I believe tha t  M r .  M i l l e r  w i l l  be here 

tomorrow, and he can d i r e c t l y  answer t h a t  question fo r  you i f  

you'd l i k e .  

CHAIRMAN JACOBS: Wonderful . 
BY MR. MENTON: 

Q M r .  Lear, do you know whether o r  not Intercoastal 

U t i l i t i e s  w i l l  have the a b i l i t y  t o  meet the reuse needs o f  the 

Nocatee development from i t s  inception? 

A My testimony includes a premise t h a t  f low from the 

Sawgrass p lant .  Treated e f f l uen t  from t h a t  p lant  might meet 

the needs o f  the development i n  the ea r l y  stages o f  growth. 

Q And s p e c i f i c a l l y  then, on Page 5 o f  your testimony on 

l ine 19 where you t a l k  about the ex i s t i ng  Intercoastal p lant  
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providing approximately 300,000 MGD o f  reuse t o  the Sawgrass 

Country Club, t h a t ' s  par t  o f  the assumptions tha t  you made i n  

determining whether or not Intercoastal can provide o r  

supplement the reuse needs o f  the development a t  the inception; 

correct? 

A That's correct. The f igures on the page t o  which you 

directed my at tent ion indicate tha t  there may be on an annual 

average over a ha1 f a m i  11 i on  gal 1 ons a day avai 1 able for 
reuse. 

Q And i f  the obl igations o f  Intercoastal U t i l i t y  

Corporation t o  Sawgrass wi th  respect t o  reuse were i n  excess o f  

300,000 gallons per day, then t h a t  would impact upon t h e i r  

a b i l i t y  t o  meet the reuse needs o f  Nocatee; i s n ' t  t ha t  t rue? 

A I th ink  what i s  t rue  is  t h a t  i t  would reduce the 

amount again on an annual average dai ly basis tha t  was 

avai lable t o  be directed t o  other uses. 

Q Okay. And M r .  Wharton asked you a question a minute 

ago about the discharges t o  the Intracoastal Waterway. And i f  

Intercoastal U t i l i t i e s  was t o  b u i l d  a new wastewater p lan t  

w i th in  the Nocatee development, i t  would need t o  obtain a new 

discharge permit from the Department; i s n ' t  tha t  correct? 

A That would be a t  l eas t  f o r  a l im i ted  wet weather 

discharge, yes, s i r  

Q And t ha t  wet weather discharge would be most l i k e l y  

t o  the Intracoastal Waterway? 
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be directed i n  wet weather. 

Q And you would agree tha t  the Department would give 

great scrut iny t o  any new permits tha t  are discharging t o  the 

Intracoastal Waterway? 

A Yes. 

MR. MENTON: I don' t  have further questions. Thank 

CHAIRMAN JACOBS: Very well . M r .  Melson. 

MR. MELSON: 

you . 

I th ink  I ' v e  got maybe j u s t  one. 

Commissioners, I ' v e  handed Mr. Cordova (s ic )  the excerpt from 

the S t .  Johns County development order. I t ' s  the same excerpt 

that  I handed out t o  you yesterday. We d i d n ' t  mark i t  as an 

exhi b i t  because the document had been o f f  i c i  a1 1 y recogni zed. 

CROSS EXAMINATION 

BY MR. MELSON: 

Q 

A Yes. Reuse. I r r i g a t i o n  demands w i th in  Nocatee shall 
Could you read the Paragraph B, reuse? 

be met using reuse water. Reuse water shal l  consist o f  the 

fol lowing sources: Wastewater ef f luent t reated t o  pub1 i c  

access standards and delivered t o  the end user by the u t i l i t y  

provider; and two, storm water. 

Q Do you know - -  are you f a m i l i a r  w i th  the D R I ,  

development o f  regional impact, process? 
MR. WHARTON: Objection, Mr. Chairman. This i s  

A I be 

which i t  would 

839 
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outside the scope o f  d i rec t .  

MR. MELSON: I ' m  just  t r y i n g  t o  f i n d  out i f  he's 

fam i  1 i a r  . 
MR. WHARTON: Wel l ,  the whole th ing  about the 

development order and tha t  he's reading i s  outside the scope o f  

d i  r e c t  . 
MR. MELSON: I'll 

CHAIRMAN JACOBS : 

BY MR. MELSON: 

withdraw the question. 

I'll allow as t o  h i s  knowledge. 

Q 

A No, s i r .  

Q 

Are you f a m i l i a r  d t h  the DRI  process? 

So you don ' t  know whether or not t h i s  would create a 

l e g a l l y  binding obl igat ion on the developer t o  see tha t  reuse 

i s  used f o r  i r r i g a t i o n  purposes? 

MR. WHARTON: Same objection, Mr. Cha-irman. He's 

going t o  say no anyway, but  I'll withdraw the objection. 

CHAIRMAN JACOBS: I'll allow it. 

BY MR. MELSON: 

Q 
A Yes, I do. 

Q 

Do you remember the question? 

So you don ' t  know whether or not 

1 egal 1 y b i  ndi ng ob1 i g a t i  on? 

A That i s  correct. 

.h is would creaLe a 

MR. MELSON: Thank you. No fur ther  questions. 

CHAIRMAN JACOBS: Very wel l .  Any questions, 
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Lommi ssioners? 

MR. KORN: M r .  Chairman, I have one question, i f  I 

might . 
CHAIRMAN JACOBS: Very b r i e f l y .  

MR. KORN: Thank you, Mr. Chairman. 

CHAIRMAN JACOBS: And i t  can ' t  be about the 

development order. 

MR. KORN: No, s i r ,  no, s i r .  I ' m  not t ha t  smart t o  

ask about that .  

CROSS EXAMINATION 

3Y MR. KORN: 

Q Mr. Lear, d i rec t i ng  your a t tent ion t o  Page 5, Lines 

19 and 20 o f  the p r e f i l e d  testimony. 

A Yes, s i r .  

Q And par t  o f  t h i s  i s  p icking up on a question 

tlr. Menton asked a moment ago. The data which you r e l y  upon on 

your assumption where you say t h a t  the ex is t ing  Intercoastal 

plant provides . 3  MGD o f  reuse f o r  the Sawgrass g o l f  course, 
rJhere did you obtain t h a t  data from? What i s  the source o f  

that data, i f  you know? 

A I'm sorry, I do not know. 
Q As you s i t  here today, are you aware independently o f  

how much reuse water i s  ac tua l l y  provided t o  the Sawgrass g o l f  

course? 

A I r e l y  on the testimony f o r  t ha t  amount, even though 
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I do not know the source o f  the quant i ty given. 

Q You don' t  have any independent knowledge o f  how much 

actual ly may be drawn out by the golf course for i r r i g a t i o n  

purposes a t  any par t icu lar  time? 

A That's true, I don't have information about that .  

Q And you don' t  have any knowledge, do you, s i r ,  o f  any 

contractual obl igations that  Intercoastal Ut i1  i t i e s  might have 

as f a r  as providing reuse t o  the Sawgrass g o l f  course? 

A That i s  correct. 

Q And your assumption that - -  on Line 20 where i t  says 

the plant discharges the remaining 1.2 MGD t o  the Intracoastal 

Waterway, that  assumes that  the plant i s  processing i t s  f u l l  

capacity a t  1.5 m i l l i o n  gallons per day; correct? 

A That i s  t rue.  

Q So i f  the plant was not processing tha t  same amount, 

then the numbers would have t o  concurrently be reduced. 

Wouldn't that  be also t rue? 

Yes, t h a t ' s  t rue,  and the next l i n e  i n  the testimony A 

re f lec ts  that .  

MR. KORN: Thank you. No further questions, 

Mr. Chairman. 

MR. WHARTON: Mr. Chairman, I do have a single 

follow-up, meaning one question. 

CHAIRMAN JACOBS : S i  nce we ' ve gone t h a t  d i  r e c t i  on, 

why not. 
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RECROSS EXAM1 NATION 

BY MR. WHARTON : 

Q S i r ,  t o  the extent tha t  Intercoastal u t i l i z e d  

e f f luen t  from i t s  ex is t ing p lant  east o f  the Intracoastal t o  

i t s  proposed area west o f  the Intracoastal,  tha t  would be 

u t i l i z i n g  e f f luen t  tha t  r i g h t  now i s  being put i n t o  the 

Intracoastal Waterway; correct? 

A That's correct. 

Q 

A 

So i t  would actual ly  reduce those discharges? 

It would indeed reduce the discharges. 

MR. WHARTON: That's a l l  we have. 

CHAIRMAN JACOBS: Thank you. Redirect . 
MS. CIBULA: No red i rect .  

CHAIRMAN JACOBS: Very wel l .  No exh ib i t .  Thank you 

very much. You are excused, Mr. Lear. 

THE WITNESS: Thank you. 

MR. MELSON: I apologize, M r .  Lear, for c a l l i n g  you 

Mr. Cordova. 

MR. KORN: On paper, he appears t o  be. 

CHAIRMAN JACOBS: That 's okay, we're being very f a s t  

and loose wi th  names and t i t l e s  today anyway. 

(Witness excused. 1 

MR. KORN: And, Mr. Chairman, w i th  the Chair 's 

permission and based on my discussion w i th  Ms. Cibula, since I 

have no questions for the remaining witnesses tha t  S t a f f  i s  
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planning t o  sponsor today, I would ask t o  be excused f o r  the 

eveni ng . I have another engagement. 

CHAIRMAN JACOBS: Yes, you may be excused. 

MR. KORN: Thank you, M r .  Chairman. 

MR. WHARTON: Mr. Hoffman can take h i s  place. We 

won't be able t o  t e l l  the dif ference. 

CAROLINE SILVERS 

was ca l led as a witness on behalf o f  the S t a f f  o f  the Flor ida 

Public Service Commission and, having been duly sworn, 

t e s t i f i e d  as follows: 

DIRECT EXAMINATION 

BY MS. CIBULA: 

Q 

record. 

Please state your name and business address for the 

A Caroline Si lvers,  and I ' m  w i th  the S t .  Johns River 

Water Management D i  s t r i c t  i n  the Jacksonvi 1 1 e Servi ce Center a t  

7775 Baymeadows Way i n  Jacksonvi 1 1 e. 

Q 

A I ' m  w i th  the S t .  Johns River Water Management 

By whom are you employed and i n  what capacity? 

D i s t r i c t ,  and I'm the lead hydrologist i n  the Jacksonvil le 

Service Center . 
Q 

o f  12 pages? 

Have you p r e f i l e d  testimony i n  t h i s  case consist ing 

A Yes, I have. 

Q Do you have any changes or  corrections t o  t h a t  
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t e s t  i mony? 

A Yes, I do. I would l i k e  t o  subst i tute Page 5, Lines 

3 and 4 w i th  "JEA no longer has a pending consumptive use 

permit appl icat ion w i th  the D i s t r i c t .  The consumptive use 

permit was issued i n  February o f  2000." 

Page 11, Line 3, I would l i k e  t o  subst i tute my 

testimony w i th  "United Water Flor ida i s  now del iver ing 

approximately -50 m i l l i o n  gallons per day t o  Ponte Vedra Go 

Course + 

Page 11, Line 24, 1 would l i k e  t o  subst i tute tha t  

the water 2020 plan, Intercoastal U t i1  i t i e s  apparently 

addresses service for areas outside o f  i t s  ex is t ing  service 

area which i s  evident." 

Page 12, Line 3, I would l i k e  t o  subst i tute my 

testimony w i th  "although i t  i s  l i k e l y  JEA has ye t  t o  

demonstrate t o  the D i s t r i c t  t ha t  they can supply the Nocatee 

devel opment without resul t i ng i n harm t o  the resource. " And 

tha t  concl udes my corrections 

MS. CIBUIA: Chairman, may we have Ms. Si lvers '  

testimony inserted i n t o  the record as though read. 

CHAIRMAN JACOBS: Without objection, show 

Ms. S i  1 vers ' amended testimony entered i n t o  the record as 

though read. 
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DIRECT TESTIMONY OF CAROLINE SILVERS 

Q. 
A .  

Please s t a t e  your name and business address. 

My name i s  Caro l ine S i l v e r s ,  and I am t h e  lead h y d r o l o g i s t  f o r  the S t .  

Johns R ver Water Management D i s t r i c t ’ s  (SJRWMD o r  D i s t r i c t )  Jacksonv i l l e  

Serv ice  Center and o f f i c i a l l y  ho ld  t h e  t i t l e  o f  Hyd ro log i s t  I V  P . G . .  My 

address i s 7775 Baymeadows Way, Su i te  102, Jacksonvi f 1 e ,  F1 o r i  da 32256. 

Q .  Please s t a t e  a b r i e f  d e s c r i p t i o n  o f  your educational background and 

experience. 

A .  I have a Bachelor o f  Science i n  Geology (1980) from James Madison 

U n i v e r s i t y .  I was a Senior Geophysic is t ,  employed by LANDMARK GRAPHICS 

CORPORATION (6/84 - 10/84) where I con t r i bu ted  geo log ica l  and geophysical 

exper t i se  towards development o f  seismic s t r a t i g r a p h i c  sof tware f o r  use by a 

company which manufactured 3D microcomputer graphic  works ta t ions  now used by 

o i l  i n d u s t r i e s  worldwide. I also  designed software a rch i tec tu re  t o  i l l u m i n a t e  

s t r u c t u r a l  and t e c t o n i c  fea tures  i n d i c a t i v e  o f  hydrocarbon t r a p s ,  and worked 

c l o s e l y  w i t h  programmers t o  ensure accuracy o f  geophysical f unc t i ons  and ease 

o f  so f tware  design. I marketed Landmark Workstat ion by p rov id ing  

demonstrations and t r a i n i n g  t o  e x p l o r a t i o n  geophysic is ts  w i t h  major o i  1 

companies. I was a geophys ic is t ,  employed by DIGICON GEOPHYSICAL CORPORATION 

(2/81 - 5/84) where I enhanced land  and o f f - s h o r e  g a s / o i l  prospect  seismic 

data f o r  Marathon O i l .  I evaluated,  t e s t e d .  and presented newly developed 

advanced geophysical sof tware.  I a l s o  i nves t i ga ted  geophysical seismic 

modeling problems f o r  s i x t y  geophys ic i s t s .  

Q .  

A .  It will  be 15 years i n  August, 2000. 

How l ong  have your been employed by t h e  SJRWMD? 
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Q .  What are your general r e s p o n s i b i l i t i e s  a t  t h e  SJWMD? 

A .  My r e s p o n s i b i l i t i e s  i nc lude  processing complex and resource s e n s i t i v e  

consumptive use permits f o r  t h e  f i v e  county Jacksonv i l l e  Serv ice Center area, 

I coordinate m u l t i  - pa r t y  resource and reuse nego t ia t i ons  and mediate divergent 

i n t e r e s t s  among r e g u l a t o r y  agencies, developers, u t i l i t i e s .  i n d u s t r y .  

consul tants ,  and l o c a l  government. I provide d a i l y  superv is ion and technica l  

support f o r  t h e  Jacksonv i l l e  Service Center t o  two consumptive use p e r m i t t i n g  

h y d r o l o g i s t s ,  water use compliance and we1 1 c o n s t r u c t i o n  s t a f f .  I work 

c l o s e l y  w i t h  t h e  D i s t r i c t  sur face water engineers and environmental 

s p e c i a l i s t s  t o  incorporate storm water treatment design aspects t h a t  minimize 

ground water demands and wetland impacts. I c o l l a b o r a t e  w i t h  t h e  D i s t r i c t  

Ground Water Modeling Group, USGS, Lower Basin SWIM Program, t h e  F l o r i d a  

Department o f  Environmental P ro tec t i on  (FDEP) and l o c a l  government’s technica l  

s t a f f  t o  ensure coo rd ina t i on  and consistency w i t h  D i s t r i c t  and o the r  agency 

ob jec t i ves  and p r i o r i t i e s .  I am an a c t i v e  r u l e  development p a r t i c i p a n t  (Water 

Conservation r u l e ,  augmentation r u l e )  and on agency reuse committees, 

Q .  What i s  t h e  purpose o f  your test imony i n  t h i s  docket? 

A .  The purpose o f  my testimony i s  t o  i d e n t i f y  t h e  concerns t h e  SJRWMD s t a f f  

has w i t h  respect t o  t h e  p r o v i s i o n  o f  water s e r v i c e  w i t h i n  t h e  area inc luded 

i n  t h e  o r i g i n a l  c e r t i f i c a t e  a p p l i c a t i o n  o f  Nocatee U t i l i t y  Corporat ion (NUC). 

My test imony w i l l  address t h e  ex ten t  t o  which NUC, JEA, and I n t e r c o a s t a l  

U t i l i t i e s ,  I n c .  ( I n t e r c o a s t a l )  are capable o f  p r o v i d i n g  po tab le  water se rv i ce  

t o  t h e  Nocatee development i n  a manner t h a t  i s  c o n s i s t e n t  w i t h  t h e  goals and 

ob jec t i ves  o f  t h e  SJRWMD. 

Q .  Would you f i r s t  discuss t h e  issues o f  concern f o r  t h e  SJRWMD s t a f f  t h a t  
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r e l a t e  t o  t h e  p r o v i s i o n  o f  po tab le  water se rv i ce  by any u t i l i t y  i n  t h e  

D i s t r i c t ?  

A .  Yes. The D i s t r i c t  i s  p r i m a r i l y  concerned w i t h  ensuring the  a v a i l a b i l i t y  

o f  an adequate and a f f o r d a b l e  supply o f  water f o r  a l l  reasonab le-benef ic ia l  

uses w h i l e  p r o t e c t i n g  the  water and r e l a t e d  land resources o f  t he  D i s t r i c t .  

A l so ,  t h e  D i s t r i c t  i s  concerned w i t h  p r o t e c t i n g  e x i s t i n g  sur face and ground 

water q u a l i t y  from degradation and, where appropr ia te,  improving o r  r e s t o r i n g  

t h e  q u a l i t y  o f  water no t  c u r r e n t l y  meeting S ta te  water q u a l i t y  standards. 

With respect t o  t h e  concern o f  wstter supply ,  t h e  D i s t r i c t ,  through t h e  

Consumptive Use Perm i t t i ng  process, evaluates whether t h e  u t i  1 i t y ’ s  proposed 

use o f  water can be accomplished w i thout  causing unacceptable adverse impacts. 

Th is  process invo lves  eva lua t i ng  each u t i l i t y  f o r  t h e  f o l l o w i n g :  1) whether 

t h e  requested use i s  i n  such q u a n t i t y  as i s  necessary f o r  economic and 

e f f i c i e n t  u t i l i z a t i o n  (evaluated through a u d i t  process) ;  2)  whether t h e  use 

i s  bo th  reasonable and cons is ten t  w i t h  t h e  p u b l i c  i n t e r e s t ;  3)  whether t h e  

source o f  water i s  capable o f  producing t h e  requested amounts o f  water; 4) t h e  

environmental o r  economic harm caused by t h e  consumptive use permi t  must be 

reduced t o  an acceptable amount; 5)  a l l  ava i l ab le  water conservat ion measures 

must be implemented unless t h e  app l i can t  demonstrates t h a t  implementation i s  

n o t  economical ly, env i ronmenta l ly  or t e c h n o l o g i c a l l y  f e a s i b l e ;  6) when 

rec la imed water i s  r e a d i l y  a v a i l a b l e  i t  must be used i n  p lace o f  h igher  

q u a l i t y  water sources unless t h e  app l i can t  demonstrates t h a t  i t  i s  no t  

economical ly .  env i ronmenta l ly  o r  t e c h n o l o g i c a l l y  f e a s i b l e ;  7 )  t h e  lowest  

acceptable water q u a l i t y  source, i n c l u d i n g  reclaimed water must be u t i l i z e d  

f o r  each consumptive use; 8 )  t h e  consumptive use should no t  cause s i g n i f i c a n t  
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s a l i n e  water i n t r u s i o n  o r  f u r t h e r  aggravate e x i s t i n g  s a l i n e  water i n t r u s i o n  

problems; 9) t he  water q u a l i t y  o f  t he  source o f  t h e  water should not  be 

s e r i o u s l y  harmed by t h e  consumptive use. 

Q .  

w i t h i n  a P r i o r i t y  Water Resource Caution Area? 

A .  Yes. A P r i o r i t y  Water  Resource Caution Area (.PWRCA) i s  de f ined a s  a n  

area where a needs and sources assessment p ro jec ts  resource problems occur i f  

ex- is t ing  p u b l i c  water supply p lans were implemented. The southeastern Duval 

and nor thern S t .  John’s County areas were given t h i s  des ignat ion  because both 

have s i g n i f i c a n t  planned growth wi thout  an i d e n t i f i e d  source o f  w a t e r  supply .  

Q .  What type o f  water demand i s  p red ic ted  f o r  t h i s  area? 

A .  Publ ic  supply water use i s  expected t o  increase i n  t h i s  PRWCA a r e a ,  a lso  

designated as Work Group V i n  t h e  Water 20/20 Planning process, from about 

65.9 m i l l i o n  ga l l ons  per day (mgd) i n  1995, t o  approximately 112.1 mgd i n  

2020, or about 46 mgd (70 pe rcen t ) .  The increase i n  pub1 i c  supply needs i s  

a d i r e c t  r e s u l t  o f  increases i n  popu la t i on .  Dur ing t h e  same pe r iod ,  t h e  

populat ion o f  S t .  Johns and Duval Counties i s  expected t o  increase by a t o t a l  

o f  about 300,900 people, from 816,500 t o  1,117,400. By 2020, a l l  o ther  needs 

a re  a l so  expected t o  inc rease by about 11.2 mgd, except f o r  domestic s e l f -  

supply which i s  p ro jec ted  t o  decrease by 4.3 mgd i n  2020. Therefore,  t h e  ne t  

change i n  a l l  o ther  use ca tegor ies  i s  a n  expected increase o f  7 mgd o r  11 

percent  by 2020. This  means t h a t  t h e  t o t a l  water use i n  t h e  area o f  Work 

Group V i s  expected t o  r i s e  du r ing  t h e  p lann ing  p e r i o d  by about 53 mgd t o  a 

t o t a l  water use o f  about 180 mgd. 

Q.  Are the re  o the r  f i n d i n g s  o f  t h e  Workgroup t h a t  would r e l a t e  t o  t h e  

Is t h e  area inc luded i n  N U C ’ s  o r i g i n a l  c e r t i f i c a t e  a p p l i c a t i o n  loca ted  
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a b i l i t y  o f  NUC. JEA, and In te rcoas ta l  t o  prov ide water and wastewater se rv i ce  

t o  t h a t  area? SEA ~~ \ o y c  L C  fQY&y m s k + e  pr*ci'q@a'm D'LLGc'* 
c 1r A.  U )  UL Intey~s2st-l f-rayc r a n t j \ ; e  Permit /cup> 2ppl-ic-s 

S"+UC u 5 c p c ~ w c ~  w49 issued i n  Cdryqry o f  "a 

1 1  V I 1  b I I L  JU M. I n  the  permi t  rev iew process f o r  t h i s  area,  t h e  nrr w i t h  fhn c 1  

D i s t r i c t ' s  emphasis i s  i n  eva lua t ing  each u t i l i t y ' s  a b i l i t y  t o  adequately 

supply the  pro jec ted  customer base w i thout  r e s u l t i n g  i n  harm t o  w a t e r  q u a l i t y  

o r  t o  n a t i v e  vegeta t ion .  Each u t i l i t y  prov ides a map d e f i n i n g  i t s  se rv i ce  

area, t he  pro jec ted  populat ion ( f o r  each o f  next  20 years) w i t h i n  t h a t  serv ice  

area,  t h e  requested a l l o c a t i o n s  i n  m i l l i o n  ga l l ons  per  year (mgy), and t h e  

sources (ground water ,  sur face water, rec la imed w a t e r )  t h a t  w i l l  be used t o  

s a t i s f y  i t s  demands. I n  a d d i t i o n ,  u t i l i t i e s  conduct Reuse F e a s i b i l i t y  

S tud ies ,  perform aud i t s  o f  d i s t r i b u t i o n  systems, develop o r  update Water 

Conservation Plans, and perform aqui fer  t e s t i n g  programs. The Workgroup V 

Plan a l s o  assessed each water p l a n t ' s  des ign c a p a b i l i t y  t o  s a t i s f y  t h e  

pro jec ted  2020 water demand and i d e n t i f i e d  p o t e n t i a l  phys ica l  d e f i c i t s  w i t h i n  

each p l a n t .  The p l a n  then developed a m a t r i x  o f  u t i l i t y - s p e c i f i c  op t ions  t o  

meet t h e  an t i c ipa ted  demand by the  year 2020. D e f i c i t  estimates represent t h e  

d i  f f e rence  between p ro jec ted  needs f o r  2020 and t h e  cu r ren t  pe rm i t ted  

capac i t y .  I n t e r c o a s t a l  was estimated t o  have an average day demand d e f i c i t  

(ADO) of 2.78 mgd and JEA's ADD was 10.20 mgd. NUC i s  not  y e t  i n  opera t ion .  

Q .  What were t h e  u t i l i t y - s p e c i f i c  op t ions  f o r  these u t i l i t i e s  t o  meet t h e  

d e f i c i t s ?  

A .  The u t i l i t y - s p e c i f i c  op t ions  t o  meet t h e  demand d e f i c i t s  were t h e  

fo l l ow ing .  For In te rcoas ta l ,  t h e  study found t h a t  i t  has e x i s t i n g  f a c i l i t i e s  

t h a t  w i l l  meet t h e  2020 ADD needs. I t s  d e f i c i t  i s  based on t h e  pe rm i t ted  

- 5 -  
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demand. JEA had the  l a r g e s t  percentage o f  needs and d e f i c i t s  i n  t h e  

County p o r t i o n  o f  Work Group V .  JEA appears t o  have most o f  t h e  f a c i  

r e q u i r e d  t o  meet t h e  p ro jec ted  2020 needs. However, t h e  needs are 

w e l l f i e l d  capac i ty  and f a c i l i t i e s  needed t o  meet maximum d a i l y  demand. A 

decrease i n  the  system demand r a t i o n ,  poss ib ly  through e i t h e r  add i t i ona l  water 

conserva t ion  o r  reuse a c t i v i t i e s  may he lp  i n  reducing t h e  maximum d a i l y  

Duva 1 

i t i e s  

l a r g e  

enough t o  r e q u i r e  t h e  development o f  o ther  sources. Options incluclz new 

w e l l f i e l d s  i n  t h e  north g r i d  p o r t i o n  o f  the  SEA system, a n  i n te rconnect  from 

t h e  n o r t h  t o  t h e  south g r i d  t o  convey new supply, sur face water supply from 

the  lower Ocklawaha R iver ,  seawater desa l t i ng ,  and t h e  p o t e n t i a l  o f  acqu i r i ng  

o the r  p r i v a t e  u t i l i t i e s  w i t h i n  t h e  south g r i d  se rv i ce  area around t h e  year 

2005. 

Q .  Are t h e r e  any o ther  concerns t h e  SJRWMD s t a f f  have . in regard t o  these 

u t i l i t i e s  p rov id ing  serv ice  i n  the  Nocatee development t h a t  are no t  i d e n t i f i e d  

i n  t h e  Workgroup V r e p o r t ,  such as t h e  a b i l i t y  o f  a system t o  s a t i s f y  i t s  

water demands w i thou t  r e s u l t i n g  i n  harm t o  water q u a l i t y  o r  t o  n a t i v e  

vegetat ion and t h e  a b i l i t y  o f  a u t i l i t y  t o  make reclaimed water a v a i l a b l e  f o r  

reuse? 

A .  In  t h e  Workgroup V area. ground w a t e r  q u a l i t y  changes are  occu r r i ng  

r a p i d l y  concurrent w i t h  growth and i ncreased withdrawals . I n  southeast Duval , 

t he  concern i s  p r i m a r i l y  w i t h  e levated c h l o r i d e  and s u l f a t e  concentrat ions and 

the  corresponding upward t rends ,  which are  ev ident  i n  many o f  t h e  w e l l s .  I n  

northeastern S t .  Johns County, t h e  primary concern i s  w i t h  e levated ch lo r i des .  

I n  nor th  c e n t r a l  t o  n o r t h  western S t .  Johns County t h e  concern i s  p r i m a r i l y  

w i t h  e leva ted  s u l f a t e  and t o t a l  d i sso l ved  s o l i d s  concent ra t ions  i n  t h e  
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Floridan wells and harm to native vegetation from use of the surficial aquifer 

wells. In central St. Johns County (location o f  St. Johns Co. wellfield), the 

concern is with elevated chlorides and total dissolved solids in the Floridan 

wells and harm to native vegetation from withdrawals from the surficial 

aquifer. 

Q. You mentioned that the use o f  reclaimed water i s  considered as part o f  

your CUP application review process. How much consideration will be given to 

the ability of any o f  the aforementioned utilities to provide reclaimed water 

for irrigation or other uses? 

A .  In this area o f  limited water resources, the ability to make reclaimed 

water readily available for both go l f  courses, residential, and commercial 

purposes will be a priority. This area is virtually undeveloped and i s  a 

prime candidate for feasibly constructing dual distribution systems within 

each large development. Since outside water use (irrigation) comprises 

approximately 50-60% o f  a residential customer’s consumption, it is critical 

that lower water quality sources be used to offset what would otherwise be a 

potable water demand. The provision o f  reclaimed water for golf course, 

residential, and commercial use in new developments would prevent or delay the 

need for locating and developing alternative water supplies. In addition, the 

District is focusing heavily on reducing wastewater discharges to the lower 

basin of the St. Johns River and Intracoastal Waterway. Reuse implementation 

will either eliminate or significantly reduce effluent discharges to the St. 

Johns River and Intracoastal Waterway. S t .  Johns County currently provides 
reclaimed water for irrigation use to the World Golf Village and the St. Johns 

County Golf Course, and i s  preparing to expand its wastewater treatment 

- 7 -  
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f a c i l i t y  (WWTF) and has committed t o  making 100% o f  i t s  reclaimed water 

a v a i l a b l e  f o r  g o l f  course and landscape i r r i g a t i o n .  I n te rcoas ta l  c u r r e n t l y  

p rov ides  reclaimed water t o  t h e  Sawgrass Country Club f o r  g o l f  course and 

landscape i r r i g a t i o n  and can make reclaimed water a v a i l a b l e  t o  The Plantat ions 

f o r  g o l f  course and landscape i r r i g a t i o n .  The County 's reuse f e a s i b i l i t y  

s tudy i n d i c a t e d  t h a t  any e f f l u e n t  i n  excess o f  what i t  could supply t o  

Sawgrass could be discharged t o  t h e  lakes a t  The P lan ta t i ons  f o r  g o l f  course 

i r r i g a t i o n ,  w i t h  any f u r t h e r  unused p o r t i o n  being discharged t o  t h e  

I n t r a c o a s t a l  Waterway. JEA i s  proposing t o  wholesale approximately 1 . 0  mgd 

o f  p o t a b l e  water t o  St. Johns County and w i l l  be accept ing and t r e a t i n g  

wastewater produced from t h e  Nocatee development. JEA a l s o  r e c e n t l y  acquired 

Ju l  ngton Creek P lan ta t i on  U t i l i t i e s  i n  S t .  Johns County where i t  i s  r e t a i l i n g  

rec  aimed water .  

Q .  W i l l  t h e  D i s t r i c t  r e q u i r e  t h e  Nocatee development t o  do reuse? 

A .  Yes, i t  w i l l  be evaluated pursuant t o  Chapter 4 0 C - 2 . 3 0 ( f ) ,  F l o r i d a  

A d m i n i s t r a t i v e  Code. 

Q .  I n  your comments submit ted on Nocatee's Development o f  Regional Impact 

( D R I )  submit ted a t  t h e  Department o f  Community A f f a i r s  (DCA) ,  d i d  you s t a t e  

t h a t  N U C  w i l l  be requ i red  t o  o b t a i n  a consumptive use permi t  pursuant t o  

Chapter 4OC-Z.O41(g). F l o r i d a  A d m i n i s t r a t i v e  Code? 

A .  Yes. 

Q.  W i l l  conservat ion r a t e s  be a requirement o f  t h e  CUP? 

A .  Yes + 

Q .  

A .  T y p i c a l l y ,  b u t  no t  always.  There a re  var ious methods o f  des ign ing 

Would t h a t  mean i n c l i n i n g  block ra tes?  

- 8 -  
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conservat ion r a t e  s t r u c t u r e s .  

Q. I f  NUC w i l l  be p r o v i d i n g  reuse water for a l l  i r r i g a t i o n  needs, would 

t h a t  e l i m i n a t e  t h e  need f o r  i n c l i n i n g  block r a t e s ,  a t  l e a s t  i n i t i a l l y ?  

A .  Not+necessar i ly ,  bu t  t h a t  would be a cons iderat ion s ince a conservat ion 

geared r a t e  s t r u c t u r e  i s  t y p i c a l l y  geared towards outdoor or d i s c r e t i o n a r y  

uses. 

Q .  

users,  such as g o l f  courses, pa rks ,  common areas, e t c . ,  co r rec t?  

A .  Yes. 

Q .  W i l l  these l a r g e  reclaimed water users be requ i red  t o  apply f o r  a CUP? 

A .  Poss ib ly ,  i f  t h e  user requ i res  a back-up source t o  t h e  reclaimed water 

system and t h a t  source exceeds t h e  Chapter 40C-2. F l o r i d a  Admin i s t ra t i ve  Code, 

p e r m i t t i n g  threshol  ds , a CUP w i  11 be requi  r e d .  

Q .  I f ,  pursuant t o  t h e  Water Management D i s t r i c t  Rules,  these l a r g e  users 

cou ld  show t h a t  i t  was n o t  economical ly f e a s i b l e  t o  pay NUC’s reuse r a t e s ,  

would t h e  Water Management D i  s t r i c t  i ssue  a CUP? 

A .  

C r i t e r i a  as o u t l i n e d  i n  Paragraph 10.3 o f  t h e  A p p l i c a n t ’ s  Handbook. 

Q.  Is t h e  a p p l i c a n t ’ s  determinat ion o f  economic f e a s i b i l i t y  f i n a l  by 

s t a t u t e ?  

A .  No, t h e  Water Management D i s t r i c t  makes t h e  f i n a l  determinat ion as t o  

whether o r  not  reuse i s  economical ly f e a s i b l e ,  not  t h e  a p p l i c a n t .  

Q .  Does t h e  Water Management D i s t r i c t  have more leverage i n  r e q u i r i n g ,  o r  

i s  i t  b e t t e r  ab le  t o  r e q u i r e .  a brand new versus es tab l i shed  g o l f  course 

seeking a CUP t o  use reclaimed water? 

According t o  NUC’s a p p l i c a t i o n .  t he re  w i l l  be many l a r g e  reclaimed water 

Yes, i f  t h e  l a r g e  users s a t i s f i e d  a l l  o f  t h e  other  Reasonable Bene f i c ia l  
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A .  There i s  r e a l l y  no d i f f e r e n c e  between new and es tab l i shed g o l f  courses 

acceptance o f  reclaimed i n  the  leverage t h a t  t h e  D i s t r i c t  holds t o  requ i re  t h e  

water f o r  i r r i g a t i o n .  

Q .  Is i t  impor tan t  t o  se t  r a t e s  a t  l e v e l s  t h a t  w i  

reclaimed water r a t h e r  than ground water f o r  i r r i g a t i  

A .  Yes. 

1 encourage t h e  use o f  

in? 

Q .  

A .  Not s p e c i f i c a l l y .  

Q .  Are you aware t h a t  NUC proposes t o  charge a l l  users $1.41 per thousand 

ga l l ons  f o r  reclaimed water i n  a d d i t i o n  t o  a base f a c i l i t y  charge based on 

meter s ize?  

A .  Yes. 

Q .  Is t h i s  t h e  h ighes t  reuse gal lonage charge you have seen i n  your 

D i  s t r i c t ?  

A .  Based on my knowledge o f  reuse ra tes  i n  t h e  area,  these ra tes  are  

s u b s t a n t i a l l y  h igher  than what i s  be ing charged elsewhere i n  Northeast 

F l o r i d a .  Fo r  example, JEA has a base f a c i l i t y  and gal lonage charge r a t e  

s t r u c t u r e  f o r  reuse, t h a t  i s  based on meter s i z e s .  Up t o  1-1/2" meters pay 

$0 .58  per 100 cub ic  f e e t .  Meters from 2"  t o  20" pay $0.20 per cub ic  f e e t .  

Some o f  t h e  g o l f  courses t h a t  w i l l  be o b t a i n i n g  reclaimed water under t h i s  

r a t e  schedule a re  Deerwood, Deercreek, M i l l  Cove, Glen Kernan. UNF. Hidden 

H i l l s ,  and t h e  Dunes. S t .  Johns County recen t l y  changed from a r a t e  o f  $3.76 

per 1 , 0 0 0  ga l l ons  t o  $0.16 per 1 ,000  ga l l ons  f o r  a l l  l a r g e  users. There are  

no r e s i d e n t i a l  reuse customers. G o l f  courses i n  St. Johns County o b t a i n i n g  

e f f l u e n t  a t  t h e  new r a t e  i nc lude  World G o l f  V i l l a g e ,  K ing and Bear, Marsh 

Do you have any guidance as t o  what t h a t  r a t e  l e v e l  should be? 
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Creek and a county owned and operated course. Other g o l f  courses i n  the  

g o l f  courses a reuse r a t e  o f  $0.20 per 1,000 g a l l o n s .  

Q. What concerns do you have regard ing NUC’s  reuse r a t e ?  

A .  I am concerned t h a t  t h e  gal lonage charge may be t oo  h igh  t o  encourage 

reclaimed water use. 

Q .  Why? 

A.  It i s  impor tant  t h a t  t h e r e  be incen t i ves  f o r  use o f  rec la imed water ,  

e s p e c i a l l y  among la rge  users l i k e  g o l f  courses. I n  t h i s  case, p ro jec ted  

i r r i g a t i o n  needs o f  l a r g e  users are more than double t h a t  o f  r e s i d e n t i a l  

users. I n  order  f o r  t h e  SJRWMD t o  achieve t h e  goals o f  i t s  water supply ,  i t  

i s  extremely impor tant  t o  d i v e r t  water usage from ground or sur face  sources 

t o  reuse. 

Q .  I n  rev iewing  t h e  NUC development and water use p lan ,  do you see any 

i ncons is tenc ies  w i t h  t h e  goals and o b j e c t i v e s  o f  t h e  D i s t r i c t ’ s  20/20 water 

supply p lan? 

A .  No, o ther  than the  f a c t  t h a t  t he  development p lan  does not address water 

conservat ion and t h e  e f f i c i e n t  use o f  rec la imed w a t e r .  

Q. I n  rev iewing I n t e r c o a s t a l ’ s  development and water p lan ,  do you see any 

i ncons is tenc ies  w i t h  t h e  goals  and o b j e c t i v e s  o f  the D i s t r i c t ’ s  20/20 water 

- 11 - 
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Q. Do you have any other  comments on t h e  a b i l i t y  o f  t h e  p a r t i e s  t o  prov ide 

or t o  r ; & ~ ~ t ~ t ~ c ~  7 f the\ s i p n ]  v 1 s f r m h P  we& 

nf t h n  St 1nhnc D i i / n p  

A l s o ,  t h e  D i s t r i c t  i s  funding a S t .  Johns County Regional Reuse Study, 

which w i l l  t ake  a reg iona l  approach t o  addressing t h e  reuse needs o f  t h e  

e n t i r e  County. It w i l l  i nco rpo ra te  and address t h e  reuse p o t e n t i a l  o f  t h e  

County, t h e  Ci ty  o f  S t .  Augustine and a l l  other  p r i v a t e  u t i l i t i e s  p r o v i d i n g  

s e r v i c e  w i t h i n  t h e  County boundaries ( I n t e r c o a s t a l ,  S t .  Johns Serv ice Co.,  

JEA. and o t h e r s ) .  

Q .  

A .  Yes. 

Does t h i s  conclude your test imony? 
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BY MS. CIBULA: 

Q Ms. Silvers, can you briefly summarize your 
test i mony? 

A The scope o f  my testimony i s  t o  identify any concerns 
the District staff  currently has w i t h  respect t o  the provision 
o f  water service w i t h i n  the subject area and the a b i l i t y  of 

resource t o  meet the projected demands of the various uti l i t ies 
applying f o r  the certificated area i n  a manner t h a t  i s  
consistent w i t h  the goals and objectives o f  the District. 
Specifically, the District i s  concerned w i t h  ensuring the 

a v a i l a b i l i t y  o f  an adequate and affordable supply o f  water for 
a1 1 reasonabl e benefici a1 uses w h i  1 e protecting the resource, 
exi t ing legal users, and related land resources of the 
l is t r ic t  

I w i  7 1 testify t o  the District's d i  rectives, rules, 
and policies regarding water conservation and the use of 

reclaimed water and t o  whether the resource can adequately 
sa t i s fy  the demands of the proposed Nocatee devel opment i n 
accordance w i t h  District rules. 
implications o f  being i n  a water resource caution area and any 

items related t o  the existing consumptive use permits 
associated w i t h  potential water suppl iers. 

I will also testify t o  the 

MS. CIBULA: The witness is  tendered f o r  cross. 
CHAIRMAN JACOBS: M r .  Wharton. M r .  Menton. 
MR. WHARTON: Well, there's two o f  them, 
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Mr. Chairman. I went f i r s t  l a s t  time. There's only one o f  me. 

MR. MELSON: Chairman Jacobs, I do not have questions 

unless Mr. Wharton has something tha t  I th ink  - -  
MR. WHARTON: I Ill j u s t  go ahead. I I17 j u s t  go 

a head. 

MR. MELSON: Thank you. 

CHAIRMAN JACOBS: Oh, t h i s  i s  wonderful. 

CROSS EXAMINATION 

BY MR. WHARTON : 

Q Ms. Si lvers,  you ment 

had commented on Nocatee's deve 

tha t  correct? 

A Yes. 

oned i n  your testimon tha t  you 

opment o f  regional impact; i s  

Q And t h a t ' s  t ha t  appl icat ion f i l e d  by Nocatee tha t  has 

been referred t o  sometimes i n  t h i s  case as the ADA, the 

appl i cation f o r  devel opment approval ? 

A I ' m  not clear on what you're asking. I commented on 

the - -  for the D i s t r i c t .  

Q Right. That 's the ADA process. 

A Okay. 

Q And the Water Management D i s t r i c  

commenti ng agenci es? 

A Correct. 

i s  one o f  the 

Q And you represented the Water Management D i s t r i c t  i n  

commenting on the water supply issues associated w i th  the 
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Nocatee ADA: correct? 

A No, I d i d  not. 

Q 

A No, I don ' t  w i th  me. But could you please repeat 

Okay. We1 1 , do you have a copy your deposition? 

what you said l a s t  because I th ink  you spoke fas t .  

Q Yeah, and I'm sorry. I may not have stated the 

question c lear ly .  You represented the D i s t r i c t  i n  commenting 

on the water supply issues associated w i th  the development 

order? 

A Yes, I did.  

Q Okay. I'm sorry. And you d i d n ' t  get i n t o  whether or 
not the f a c i l i t i e s  t h a t  would provide water or wastewater 

services should be located e i ther  on-s i te  o r  o f f - s i t e  o f  the 

devel opment ; correct? 

A Correct. 

Q And t o  your knowledge, there were no others a t  the 

Water Management D i s t r i c t  who got i n t o  tha t  i ssue e i ther? 

A To my knowledge, no. 

Q And you're not aware tha t  the Water Management 

D i s t r i c t  has ever taken the pos i t ion tha t  the property i s  not 

permi t t a b l  e w i th  on- s i t e  fac i  1 i t ies ;  correct? 

A Correct. 

Q 

A Wait  a minute. Could you repeat tha t?  You're going 

And you're not aware - -  

f as t  f o r  me. I ' m  sorry. 
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Q I ' m  sorry. You're not aware tha t  the Water 

Management D i s t r i c t  has ever taken the pos i t ion tha t  the 

Nocatee property i s  not permittable w i th  on-s i te  f a c i l i t i e s ?  

A 

track. The D i s t r i c t  i n  the commenting process i s  not reviewing 

whether or not the water comes from on-s i te  or o f f - s i t e ,  i f  

t h a t ' s  spec i f i ca l l y  what you're asking. 

Let me c l a r i f y  so I ' m  sure tha t  we're on the same 

Q I t ' s  helpful ,  Ms. Si lvers,  and I don' t  mean t o  be 

rude, but l e t  me see if I can get an answer t o  tha t  question, 

though. You're not aware tha t  - - i f  the Water Management 

D i s t r i c t  has ever taken the pos i t ion t h a t  the Nocatee property 

i s  not permittable w i th  on-s i te  f a c i l i t i e s ,  you're not aware o f  

tha t  posi t ion;  i s  tha t  correct? 

A 

Q Okay. In fact ,  you're not aware o f  the Water 

Management D i s t r i c t  taking a spec i f i c  pos i t ion  on tha t  same 

issue i n  the past i n  the review o f  other ADA applications; i s  

that  correct? 

I ' m  not aware tha t  we have taken tha t  posit ion. 

A I only see the ones tha t  I comment on, and I don' t  

see the f i n a l  development orders i n  many instances, so I r e a l l y  

can only speak f o r  the ones tha t  I ' v e  commented on. 
Q But you're not - -  
A And I have not seen that .  

Q Okay. You're not aware o f  the D i s t r i c t  - -  

A I have not commented i n  t h a t  capacity. Whether or  
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not the D i s t r i c t  has, I can ' t  speak f o r . t h e  D i s t r i c t  because I 

do not see t h e i r  f i n a l  comments always. 

Q But you're not aware o f  the D i s t r i c t  ever tak ing tha t  

posi ti on? 

A That i s  correct. 

Q Okay. And you don ' t  bel ieve i t  was a requirement o f  

the Water Management D i s t r i c t  t ha t  the development orders i n  

t h i s  case require tha t  there be no on-s i te  potable water wells 

and no s u r f i c i a l  aquifer wells except those serving as a backup 

supply fo r  the reuse system; i s  t ha t  correct? 

A That 's correct. 

CHAIRMAN JACOBS: I ' m  sorry tha t  I - -  t o  ask you t h i s  

question because I had intended t o  ask one o f  the DEP 

witnesses, but there was a mention i n  the testimony i n  one o f  

the witness's p r e f i l e d  testimony tha t  there was a concern about 

groundwater and sal twater i nt rus i  on Are those s i  gni f i cant 

concerns i n  t h i s  area? 

THE WITNESS: Those are concerns anywhere, south and, 

you know, south o f  the r i v e r ,  we c a l l  it, or i n  the south area. 

But as an agency, we give everybody the a b i l i t y  t o  demonstrate 

whether or not they can meet our permit t ing c r i t e r i a .  And a t  

t h i s  po int ,  not having an application, not having wells, I 

cannot come t o  tha t  concl usi  on. 

CHAIRMAN JACOBS: But going by your p r i o r  answer, i n  

other developments tha t  you've looked a t ,  you have not t r i e d  t o  
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address any concerns o f  tha t  nature by imposing any 

res t r i c t i ons  on groundwater we1 1 s? 

THE WITNESS: Well, there are some res t r i c t i ons  tha t  

we would, you know, comment, o r  we would 1 i ke t o  see such as, 

you know, not using ground water fo r  i r r i g a t i o n  - - 
CHAIRMAN JACOBS: I see. 

THE WITNESS: - - i f  reclaimed water i s  available, and 

we make tha t  a requirement i n  our permit t ing process, you know, 

no groundwater, and i n  our commenting process. But as f a r  as 

whether or  not Nocatee can meet the - -  i f  wel ls were put 

on-s i te  a t  Nocatee whether o r  not they could s a t i s f y  our 

c r i t e r i a ,  we have not reviewed that ,  so we cannot draw any 

concl usi  ons. You know, i t  ' s a p re t t y  extensive process. 

CHAIRMAN JACOBS: I understand. 

THE WITNESS: We allow everybody the a b i l i t y  t o  go 

through it. 

BY MR. WHARTON : 

Q You would agree tha t  the Water Management D i s t r i c t  

woul dn ' t real  1 y know i f on- s i t e  we1 1 s were appropriate u n t i  1 

they got the appropriate application? 

A 

Q 

Right, and d i d  a l l  the appropriate test ing.  

And  by tha t ,  you mean an appl icat ion f o r  a 

consumptive use permit? 

A That i s  correct. 

Q Okay. Because you would have t o  meet the c r i t e r i a  
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fo r  a consumptive use permit i n  order t o  put any wells i n  there 

anyway; r i gh t?  

A That i s  correct. 

Q There's been testimony today tha t  a l l  o f  S t .  Johns 

County i s  a p r i o r i t y  water resource caution area except fo r  a 

smal l  area i n  the south. Does tha t  sound about r i g h t  t o  you? 

A I don' t  know the area i n  the south t h a t ' s  not, but - -  

Q Okay. You th ink  p r e t t y  much the whole county i s ?  

A 

Q 

And parts o f  Duval , yes. 

Okay. You agree tha t  the fac t  tha t  the area i s  

c lass i f i ed  as a p r i o r i t y  water resource caution area does not 

mean tha t  additional consumptive use permits would be 
prohibited; correct? 

A That i s  correct. 

Q I f  you comply w i t h  the consumptive use permit 

c r i t e r i a ,  you can get a consumptive use permit i n  those areas? 

A That i s  correct. 

Q Do you agree t h a t  JEA w i l l  have t o  have i t s  

consumptive use permits modified i f  they decide they want t o  

serve outside the area they indicated i n  t h e i r  l a s t  consumptive 

use permit appl i cation? 

A Yes, I concur. 

Q Do you know whether they had the e n t i r e  Nocatee 

development i n  tha t  l a s t  CUP application? 

A To my understanding - -  and, you know, when t h e i r  
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application came i n ,  Nocatee was not on the books. So 1: d i d  

review it i n  the capacity tha t  i t  included Nocatee. I only 

included a por t ion f o r  S t .  Johns County f o r  a cer ta in  area. 

Q So as we s i t  here r i g h t  now, you don ' t  know whether 

tha t  area tha t  JEA set f o r t h  i n  h is  consumptive use permit 

appl icat ion included, say, a l l  o f  Phase I o f  Nocatee? 

A Not knowing where Phase I i s ,  I don' t  know. You 

know, I don' t  know the boundaries o f  Phase I .  

Q 
A 

So you don ' t  know one way or another? 

To the best o f  my recol lect ion,  i t  was not i n  the 

application tha t  o r i g i n a l l y  came i n  tha t  i d e n t i f i e d  t h e i r  

service area boundaries. But I have not looked a t  t ha t  map i n  

f i v e  or s i x  years, so I would have t o  go back. 

Q But t o  the extent tha t  tha t  por t ion o f  Nocatee they 

proposed t o  provide water to ,  whether i n  Phase I or not, was 

not spec i f i ca l l y  delineated i n  tha t  CUP appl icat ion, they would 

need t o  have the CUP modified; i s  t ha t  correct? 

A They would have t o  have the consumptive use permit 

modified i f  Nocatee was not included i n  t h a t  o r ig ina l  service 

area or  i f  i t  was outside o f  Duval County i n  another county. 

Q So t o  serve any por t ion o f  Nocatee i n  S t .  Johns 

County, they would have t o  have t h e i r  CUP modified? 

A That i s  correct. 

COMMISSIONER JABER: Ms. S i  1 vers, yesterday we heard 

testimony from the Nocatee witnesses tha t  they have imposed - -  
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there 's  a self-imposed desire on t h e i r  par t  t o  be 

environmentally sensi t ive t o  the degree tha t  they are 

addressing potent ia l  wetland mi t igat ion concerns and the whole 

method in which they propose t o  handle the reuse. Did I 

understand your testimony t o  be tha t  you haven't even reviewed 

any o f  tha t  proposal because they have not applied fo r  a 

consumptive use permit w i th  the Water Management D i s t r i c t ?  

THE WITNESS: That i s  correct. 

COMMISSIONER JABER: A l l  r i g h t .  So you haven't 

are wetland mi t iga t ion  problems i n  t h a t  eval uated whether there 

area? 

THE WITNESS: 

look a t  that .  I would 

And I would not be the one who would 

ook s t r i c t l y  a t  the consumptive use 

permit t ing issues, and tha t  i s  not s p e c i f i c a l l y  t y p i c a l l y  an 
issue associated w i th  consumptive use permi t t ing unless they 

have s u r f i c i a l  wel ls or something, so no. 
COMMISSIONER JABER: Do you know who does? Is t h a t  a 

Water Management D i s t r i c t  - -  
THE WITNESS: Yes. I t ' s  a Water Management D i s t r i c t  

evaluation during other permit t ing a c t i v i t i e s ,  storm water 

and - -  

COMMISSIONER JABER: Do you know i f  there has been a 

storm water permit t h a t ' s  been applied for? 
THE WITNESS: 

COMMISSIONER JABER: Thank you. 

I 'm not aware o f  one. 
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CHAIRMAN JACOBS: M r  . Menton . 
CROSS EXAMINATION 

BY MR. MENTON: 

Q Good evening, Ms. Si lvers.  

A H i .  

Q Just a few questions f o r  you. You would agree tha t  

JEA has the capacity i n  i t s  system now t o  provide water service 

t o  the f i r s t  phase o f  Nocatee, wouldn't you? 

A To be honest, I don' t  know how many people are i n  the 

f i r s t  phase o f  Nocatee, so i f  you could, maybe give me a l i t t l e  

background. 

Q 
t e s t  i mony . 

A 

Q 

I forget the flow. I t ' s  r i g h t  here i n  Doug M i l l e r ' s  

I haven't evaluated any o f  the Nocatee - - 

Well, you know tha t  JEA has excess capacity - - okay. 

I f  Phase I was 700,000 gallons a day, you would agree tha t  JEA 

has tha t  capacity w i th in  i t s  ex i s t i ng  system? 

A As f a r  as t h e i r  a l loca t ion  and i n  what time frame, 

you know, those are factors I would have t o  consider. 

Phase I i s  over f i v e  years. 

And when do we have Phase I done or  completed? 

Q 
A 

Q 2007. 

A 

South Grid, and they don' t  have the growth i n  the South Grid t o  

meet those demands tha t  are i n  t h e i r  a l locat ion.  They might 

I f  - -  you know, t h a t  use can o f f s e t  other use on the 
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have tha t  capacity, but not necessarily - - we have not reviewed 

i t  i f  tha t  i s  i n  S t .  Johns County, i f  you understand what I ' m  

saying. 

Q Well, l e t  me ask you t h i s .  I n  i t s  submittal t o  the 

D i s t r i c t  as pa r t  o f  the 2020 plan, JEA projected service t o  the 

northern S t .  Johns County area; i s n ' t  tha t  correct? 

A 

Q 
I n  the - -  repeat what - -  i n  what document? 

I n  i t s  submittal t o  the D i s t r i c t  w i th  respect t o  the 

development o f  the 2020 plan, JEA projected service t o  the 

northern S t .  Johns County area; correct? 

A I can ' t  v e r i f y  tha t  because I haven't looked a t  the 

plan - -  a t  a l l  o f  the plan, but they may have. 

Q And i f  Mr. Perkins t e s t i f i e d  e a r l i e r  t ha t  JEA had 

projected over 3 m i l l i o n  gallons a day as t o  what i t  

anticipated t o  be the needs i n  the northern S t .  Johns County 

area, you would not disagree w i th  tha t ,  would you? 

A I don' t  know. I have not seen tha t  i n  the 

devel opment order . 
Q I n  JEA's consumptive use permit appl icat ion, i t  

included quant i t ies  designated f o r  service o f  the northern 

S t .  Johns County area, d i d  i t  not? 

A Yes, i t  did.  

Q And i t  included quant i t ies tha t  equaled approximately 

3.3 m i l l i o n  gallons per day? 

A He applied fo r  that .  That i s  not what we reviewed 
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and permitted. 

Q The permit t h a t ' s  been issued by the D i s t r i c t  does 

spec i f i ca l l y  r e f l e c t  quant i t ies tha t  were se t  aside f o r  the 

northern S t .  Johns County area; correct? 

We1 1 , 1.0 MGD i s  a l l  that  we evaluated and permitted 

when we looked a t  the local sources f i r s t  provision. And what 

was, I th ink,  part  o f  Exhibi t  E o f  the consumptive use - -  o r  

the technical s t a f f  report and consumptive use permit allowed 

f o r  only 1.0 MGD, and that  was a l l  I considered during the 

review process. I have seen the 3.3 MGD, but tha t  was not 

approved because it has t o  go through the local  sources 

f i r s t  provision. 

A 

Q The permit that  was issued by the D i s t r i c t  t o  JEA 

does include the 3.3 for the northern S t .  Johns County area, 

does i t  not? 

A No, i t  does not. 

Q 

A No. 

Q Did M r .  Perkins show tha t  t o  you t h i s  morning? 

A No. He showed me what was in his  supplemental 

I s n ' t  that  on the face o f  the permit? 

appl icat ion information, but tha t  does not mean the D i s t r i c t  

approved the 3.3 MGD. 

Q Did M r .  Perkins indicate t o  you t h i s  morning tha t  i t  

Mas h i s  understanding that  3.3 MGD had been set aside fo r  the 

ior thern S t .  Johns County area as par t  o f  the consumptive use 
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Marshall Creek and i n  tha t  v i c i n i t y .  

BY MR. MENTON: 

Q Ms. Si lvers,  you would agree tha t  i n  the application, 

JEA indicated 3.3 m i l l i o n  gallons per day f o r  the northern 

S t .  Johns County area; correct? 

A I n  t h e i r  supplemental, yes. 

Q Okay. And p r i o r  t o  today, has the D i s t r i c t  ever 

advised JEA tha t  i t  was not approved f o r  those 3.3 m i l l i o n  

gallons per day i n  the northern S t .  Johns County area? 

A I th ink  tha t  was very clear when we went through the 

loca l  sources f i r s t ,  and I met w i th  JEA almost every day, and 

we always talked j u s t  about the corr idor f o r  Marshall Creek and 

the 1.0 MGD tha t  would be wholesale t o  S t .  Johns County. Never 

u n t i l  today was I aware of the 3.3 other than seeing it, but as 

f a r  as - -  JEA never brought i t  up during the whole review 

process. 

Q 
A 

Q 

We1 1 , JEA included i t  i n  i t s  appl icat ion; correct? 

They d i d  provide a number. 

And has the County ever i n  w r i t i n g  advised JEA tha t  

t ha t  quant i ty was not approved? 

A Which county? 

Q Has the D i s t r i c t  ever advised JEA t h a t  t ha t  

3.3 m i  11 i on  gal 1 ons per day was not approved? 

A 

Q 
I th ink  through the permit, yes. 

And would you agree tha t  today i s  the f i r s t  time tha t  
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JEA was ever advised o f  tha t  by the D i s t r i c t ?  

A It's the f i r s t  time they ever mentioned i t  or 
suggested i t  t o  me, yes. 

Q I s  the requirement fo r  attaching a contract pa r t  o f  

D i  s t r i c t  rules for the consumptive use permit process? 

A Yes, i t  i s .  Section 12.2.3 o f  the applicant 's 

handbook which i s  adopted by ru le .  

Q Okay. And you would agree tha t  i n  your deposition, 

you t e s t i f i e d  tha t  the local  sources f i r s t  po l i cy  i s  not 

appl i cab1 e t o  t h i  s proposed arrangement between JEA and Nocatee 

U t i l i t y  Corporation; correct? 

A Yes, but I have since been readvised by my legal 

counsel tha t  i t  i s .  

Q Is tha t  an issue t h a t ' s  been taken before the Board 

o f  the Water Management D i s t r i c t ?  

A No, not t ha t  I ' m  aware o f .  

Q Okay. I s  tha t  anything t h a t ' s  i n  the D i s t r i c t ' s  

ru les a t  t h i s  po int  i n  time? 

A We1 1, i t ' s  i n  the - - when you read the Local Sources 

Provision Act or Local Sources F i r s t  Act, i t  does not speci fy 

i f  you're going from - - i f  JEA i s  supplying he water t o  

mother county or whether t h a t  county i s  supplying water back 

to, for instance, Duval. So i t  looks l i k e  i t  can go e i the r  

vay . 
Q Okay. But t ha t  has never been a po l i cy  tha t  has been 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 

12 

13 
14 

15 

16 

17 

18 
19 

20 

21 

22 

23 

24 

25 

873 

adopted o f  the Board of the Water Management D i s t r i c t  a t  t h i s  

po int  i n  time? 

A I ' m  not aware o f  it. It was j u s t  adopted - - I mean, 

I th ink  the l e g i s l a t i o n  j u s t  approved i t  i n  '98.  So i t ' s  

fa i r ly  new, but we d i d  review i t  i n  t h i s  consumptive use 

permit 

MR. MENTON: 

CHAIRMAN JACOBS: M r  . Me1 son. 

I don' t  have any fur ther  questions. 

CROSS EXAMINATION 

BY MR. MELSON: 

Q 

Corporation. Just a couple o f  questions about the D R I  review 

process. Do you know who M r .  Craig McLean (phonetic) i s ?  

Ms. S i  1 vers, Rick Me1 son representi ng Nocatee U t i  1 i t y  

A Yes, I do. 

Q Who i s  he? 

A 

department 

Q 

He i s ,  I th ink,  the d i rec to r  o f  our planning 

Do you know i f  the D i s t r i c t ' s  comments on the Nocatee 

DRI  went out under M r .  McLean's signature? 

A I do not. 

Q Did you ever see the f i n a l  comments t h a t  the D i s t r i c t  

made on the Nocatee DRI?  

A No, I d i d  not. 
Q You provided input - -  you and other s t a f f  members 

provided input t h a t  was then col lected and turned i n t o  some 
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sor t  o f  o f f i c i a l  Department communication; i s  t ha t  correct? 

A That i s  correct. 

Q And i s  i t  f a i r  t o  say t h a t  you don ' t  know whether or 
not other s t a f f  w i th in  the Department may have had input i n t o  

tha t  f inal  l e t t e r  so tha t  the l e t t e r  would have addressed, fo r  

example, on-s i te  wells or reuse or  other matters we have talked 

about today? 

A That i s  correct. 

MR. MELSON: That's a l l  I ' v e  got. Thank you. 

CHAIRMAN JACOBS: Very wel l .  Questions, 

Commi ss i  oners? 

Ms. Si lvers,  i t  looks l i k e  you've answered a couple 

o f  my questions w i th  regard t o  how we w i l l  implement reuse. It 

looks l i k e  - - you say the Nocatee development w i l l  be required 

t o  have reuse, and you have a r u l e  tha t  you c i t e  to .  T e l l  me 

what tha t  means. 

THE WITNESS: Well, there 's  several scenarios. I f  

Nocatee Corporation i s  indeed wholesale reclaimed water  from 

JEA, t h a t ' s  one scenario, then they would require a secondary 

users permit through Chapter 40(c)(2), which i s  the consumptive 

use permit t ing ru le .  And i n  tha t  capacity, we would evaluate 

the e f f i c iency  o f  t h e i r  use w i th  the conservation and whether 

or not they were maximizing the use o f  the lowest water qua l i t y  

source o r  using reclaimed water. And we would more than l i k e l y  

on a new development o f  t h i s  s ize and capacity require 
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res ident ia l  and commercial and, you know, landscape and g o l f  

course reuse. 

CHAIRMAN JACOBS: And then go 

i n  f o r  t h e i r  own consumptive use permit 

required tha t  f o r  them? 

THE WITNESS:. I f  they were t o  

f courses have t o  come 

as wel l ,  and you'd 

come i n  f o r  a well  as a 

backup supply, which we t y p i c a l l y  guarantee t o  someone i n  case 

a p lan t  has a f a i l u re ,  then, yes, we would - - I j u s t  would 

make - - we would make recommendations. Our Board would make 

the f ina l  decision, but we would recommend that ,  you know, 

unless they were - - you know, i t  was technica l ly  or 
economical l y  not feasible tha t  they take rec l  aimed water, yes. 

CHAIRMAN JACOBS : Thank you. Redi rect . 
MS. CIBULA: No red i rec t .  

CHAIRMAN JACOBS: And no exhibi ts? 

MS. CIBULA: No exhib i ts .  

CHAIRMAN JACOBS: Great. Thank you very much . 
You ' r e  excused . 

(Witness excused. ) 

CHAIRMAN JACOBS: Well, t ha t  was r e l a t i v e l y  painless. 

We w i l l  recess for the evening and come again a t  9:00 a.m. 

tomorrow morning. Thank you everyone f o r  t he i  r assi stance. 

We ' r e  adjourned. 

(Hearing recessed a t  7:30 p.m. and w i l l  resume a t  

9:00 a.m. on May 9, 2001, a t  the same locat ion.)  
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(Transcript continues i n  sequence wi th  Vol ume 6. ) 
- - - - -  
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