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IPPEARANCES : 

RICHARD D. MELSON, Hopping Green S a m  and 

Smith, Post  Of f ice Box 6526, Tallahassee, Flor ida 

32314, appearing on behalf o f  DDI  and Nocatee 

J t i l  i t y  Corporation. 

JOHN WHARTON, and F. MARSHALL DETERDING, 
iose, Sundstrom and Bentley, L.L.P., 2548 Blairstone 

Pines Drive, Tallahassee, Flor ida 32301, appearing 

3n behalf o f  Intercoastal U t i l i t i e s ,  Inc. 

KENNETH A. HOFFMAN and 3 .  STEPHEN MENTON, 

Rut1 edge, Eceni a, Underwood, Purnell & Hoffman, P . 
3. Box 551, Ta l  1 ahassee, F1 or ida 32302 - 0551, 

appearing on behalf o f  Jacksonvi l le E lec t r i c  

Pruthori t y  . 
MICHAEL J .  KORN, Korn & Zehmer, P.A., 6620 

Southpoi n t  Drive, Suite 200, Jacksonvi 1 1 e, F1 o r i  da 

32216, appearing on behalf o f  Sawgrass Association, 

Inc. 

SAMANTHA CIBULA and LORENA A. ESPINOZA, 

FPSC Div is ion o f  Legal Services, 2540 Shumard Oak 

Boul evard, Tal  1 ahassee, F1 ori da 32399- 0850, 

appearing on behalf o f  the Commission S t a f f .  
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P R O C E E D I N G S  

CHAIRMAN JACOBS: Good morning. We w i l l  c a l l  t h i s  

rlearing t o  order. Counsel, read the notice. 

MS. ESPINOZA: By not ice issued Apr i l  23rd, 2001, t h i s  

time and place has been set f o r  a formal hearing i n  the 

fol lowing consolidated dockets: Docket Number 990696-WS, 

appl icat ion fo r  o r ig ina l  c e r t i f i c a t e s  t o  operate a water and 

Mastewater u t i l i t y  i n  Duval and S t .  Johns Counties by Nocatee 

J t i  1 i t y  Corporati on ; and Docket Number 992040 - WS, appl i c a t i  on 

fo r  c e r t i f i c a t e s  t o  operate a water and wastewater u t i l i t y  i n  

Duval and S t .  Johns Counties by Intercoastal U t i l i t i e s ,  Inc. 

1O:OO a.m. and 7:OO p.m. have been set aside f o r  customer 

testimony sessions. 

CHAIRMAN JACOBS: Very wel l .  We w i l l  take 

appearances. We can begin w i th  you, Mr. Wharton. 

MR. WHARTON: John Wharton and Marty Deterding 

representing Intercoastal U t i  1 i t i e s  . 
MR. KORN: I am Michael Korn from Korn & Zehmer, 

Jacksonvi 1 1 e. We represent the Sawgrass Association. 

MR. HOFFMAN: Kenneth Hoffman and J .  Stephen Menton o f  

the f i r m  o f  Rutledge, Ecenia, Purnel l  & Hoffman on behalf o f  the 

JEA. I would also l i k e  t o  enter an appearance f o r  Michael B. 

Wedner , Ass1 stant General Counsel w i th  the City o f  

Jacksonvi 1 l e ' s  Of f i ce  o f  General Counsel , 117 West Duval Street, 

Suite 480, Jacksonvil le, Flor ida 32202, also on behalf o f  JEA. 
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CHAIRMAN JACOBS: Could you give me the spe l l ing  f o r  

Yr Wedner ' s 1 a s t  name? 

MR. HOFFMAN: W-E-D-N-E-R.  

CHAIRMAN JACOBS: Thank you. 

MR. MELSON: Richard Melson o f  the l a w  f i r m  Hopping, 

Sreen, Sams & Smith on behalf o f  Nocatee U t i l i t y  Corporation and 

DDI,  Inc. 

MS. CIBULA: Samantha Cibula and Lorena Espinoza on 

behalf o f  Commission s t a f f .  

CHAIRMAN JACOBS: Before we begin, I: would l i k e  t o  

make a couple o f  notes. F i r s t ,  we have received a motion f o r  

Nithdrawal from S t .  Johns County and we w i l l  acknowledge tha t  

f o r  the record a t  t h i s  t i m e  and then we w i l l  come back l a t e r  t o  

f igure out how tha t  works i n t o  the overal l  proceedings o f  the 

case 

As was noted i n  the reading o f  the notice, t h i s  time 

has been designated as the time for customer hearing. Are there 

any customers who are here t o  t e s t i f y  a t  t h i s  time? Let the 

record r e f l e c t  t ha t  none have come forward. I n  an abundance o f  

caution, and, f i r s t  o f  a l l ,  because Public Counsel i s  not here 

and second o f  a l l  because o f  the weather, I would l i k e  t o  stand 

i n  recess f o r  approximately ten minutes or so j u s t  t o  make sure 
no one i s  i n  t rans i t  and attempting t o  get here. And then a t  thc 

end o f  tha t  t ime we w i l l  come back on and announce how we w i l l  

proceed from there. So fo r  ten minutes we w i l l  stand i n  recess. 



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 

6 

(Service hearing recessed u n t i l  6:OO p.m. 1 
* * * * * * * *  

(Service hearing commenced a t  6:OO p.m.1 

CHAIRMAN JACOBS: We w i l l  go back on the record. We 

read the not ice t h i s  morning f o r  the customer hearing, i s  t ha t  

:or rect? 

MS. CIBULA: Correct. 

CHAIRMAN JACOBS: This i s  the continuation o f  the 

zustomer hearing por t ion o f  the combined docket appl icat ions f o r  

c e r t i f i c a t e  t o  operate water and wastewater u t i 1  i t i e s  by Nocatee 

J t i  1 i t y  Corporation and Intercoastal U t i  1 i t i e s  t o  serve the 

devel opment Nocatee bordering - - I shoul d say t raversing Duval 

and S t .  Johns Counties. 

The purpose o f  the hearing t h i s  evening i s  for the 

Commission t o  hear customer input on these applications. We w i l l  

be considering the opposing appl icat ions i n  fur ther  proceedings 

l a t e r  on i n  Tallahassee. We w i l l  use the customer input tha t  i s  

generated i n  addi t ion t o  technical testimony tha t  we have been 

taking e a r l i e r  i n  the day, and we w i l l  continue taking tomorrow. 

And tha t  w i l l  go i n t o  a formal proceeding tha t  the Commission 

w i l l  develop from which we w i l l  del iberate and make our decision, 

As indicated i n  the handout tha t  has been given, our 

decision w i l l  be made a t  an agenda conference t h a t  i s  presently 

scheduled f o r  Ju ly  24th o f  t h i s  year. As o f  t h i s  time, we have 

one customer who I show signed up t o  t e s t i f y  t h i s  evening. And 
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i n  an abundance o f  caution, we waited a few moments. We w i l l  go 

ahead and take tha t  customer's testimony and then see i f  there 

are any other present a t  the conclusion o f  t ha t  testimony. 

This i s  a par t  o f  a formal docket, so we w i l l  ask tha t  

the customers who t e s t i f y  be sworn in. So a l l  customers who are 

here t o  t e s t i f y ,  would you please stand and ra ise  your r i g h t  

hand. 

(Witness sworn . 1 
CHAIRMAN JACOBS: You may approach. We c a l l  M r .  Roger 

P. O'Rei l ly .  
- " - - -  

ROGER P. O'REILLY 

was ca l led as a witness on behalf of  the Cit izens o f  the State 

o f  Flor ida and, having been duly  sworn, t e s t i f i e d  as fol lows: 

DIRECT STATEMENT 

CHAIRMAN JACOBS: Would you please restate your name 

and address f o r  the record. 

MR. O'REILLY: My name i s  Roger O'Reil ly. I l i v e  i n  

Ponte Vedra, Florida, and cur ren t ly  I am a customer o f  

Intercoastal U t i  1 i t i e s  . And I have two concerns concerning the 

proposed expansion o f  t h e i r  f a c i l i t y  so as t o  handle Nocatee. 

The f i r s t  concern i s  the impact t ha t  such an expansion 

w i l l  have on the f a c i l i t i e s  t h a t  they current ly  have i n  place 

serving Ponte Vedra. And, secondly, how the expansion w i l l  be 

financed. My understanding current y i s  tha t  Intercoastal , 
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m l i k e  e l e c t r i c  u t i l i t i e s  w i th  which I am p r e t t y  f a m i l i a r ,  has 

Jeen given permission t o  take care o f  t h e i r  expansion needs and 

the i r  needs t o  accommodate EPA regulat ions by charging t h e i r  

current customers f o r  tha t .  

I n  my experience w i th  e l e c t r i c  u t i l i t i e s ,  the only way 

they got money was t o  go out and borrow i t  and then i f  they d id  

have t o  meet EPA requirements, they got a municipal tax f ree loar 

t o  provide fo r  those kinds o f  f a c i l i t i e s .  So I am concerned 

about the impact t ha t  t h i s  expansion w i l l  have on the current 

customers as f a r  as t h e i r  costs are concerned. 

CHAIRMAN JACOBS: Very we1 1. Does t h a t  conclude your 

statement, Mr . 0 Rei 11 y? 

MR. O'REILLY: That concludes my statement. 

CHAIRMAN JACOBS: Very wel l .  Are there any questions, 

counsel , s t a f f ,  Commissioners? 

Very w e l l .  Thank you very much f o r  your statement, 

Mr. O'Rei l ly .  As I indicated, i f  you wish t o  continue t o  monitoi 

t h i s  case as i t  proceeds, there are various avenues f o r  you t o  dc 

that .  Most o f  those are explained i n  the blue handout tha t  you 

have. Thank you f o r  coming t h i s  evening. 

MR. O'REILLY: Does anyone answer questions here? 

CHAIRMAN JACOBS: I f  you would 1 i ke t o  pose a 

question, we w i l l  take a stab a t  it. 

MR. O'REILLY: Well, the question I pose i s  i f  they 

expand i n t o  Nocatee, w i l l  t ha t  have an impact on the current 
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f a c i l i t i e s  they are using t o  serve Ponte Vedra? And the impact 

tha t  I was concerned was, o f  course, mostly i n  the area o f  odors 

and t h e i r  j u s t  general expansion o f  the p lan t  i n  the area which 

they current ly  occupy. And then secondly how they plan t o  

finance t h e i r  expansion. I f  they plan t o  finance i t  by charging 

current customers, obviously we would have a strong objection t o  

tha t  . 
CHAIRMAN JACOBS: I w i l l  o f f e r  t ha t  up t o  counsel f o r  

Intercoastal .  

MR. DETERDING: As f a r  as the plan f o r  service as 

proposed by Intercoastal,  there i s  no plan t o  u t i l i z e  the 

f a c i l i t i e s  i n  the ex is t ing  service area t o  serve those customers 

i n  the proposed area. So tha t  sewage treatment p lant  and those 

wel ls would not be u t i l i z e d  fo r  tha t  purpose. There i s ,  I 

believe, s t i l l  some consideration o f  br inging treated e f f l uen t  

across t o  the new area t o  u t i l i z e  for reuse water, but tha t  i s  

the only - -  tha t  i s  my understanding o f  the only cross between 

the two. So we would not be u t i 1  i z i n g  - - would not propose t o  

u t i l i z e  the current f a c i l i t i e s  f o r  service t o  t h i s  new area. 

As f o r  the financing issue, a l l  f a c i l i t i e s  would have 

t o  be financed through debt. We don ' t  have municipal bonds, nor 

do we have access t o  municipal bonds, but we would seek e i ther  

debt or  equi ty in fus ion o f  debt or equity, new debt, o r  in fus ion 

o f  addit ional equity. The current proposal is  t o  u t i l i z e  

whatever t h i s  Commission r e a l l y  thinks we ought t o ,  but genera l l j  
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debt t o  finance those new f a c i l i t i e s .  

MR. O'REILLY: When you get started and you do 

increase your debt, I presume you are allowed t o  charge in te res t  

during construction f o r  that ,  and I presume tha t  i s  paid by your 

current customers? 

MR. DETERDING: Well, no, t ha t  i s  not correct. 

In te res t  during construction i s  an i tem tha t  i s  capi ta l ized t o  

your t o t a l  investment and then i s  considered i n  future r a t e  

set t ing,  but it i s  not something tha t  you charge back t o  an 

ind iv idual .  I n  other words, once you s t a r t  the construction and 

s t a r t  incurr ing in te res t ,  you don ' t  s t a r t  throwing tha t  back t o  

your ex is t ing  customers. You cap i ta l i ze  i t  and a t  some point  i n  

time you request rates t o  recognize tha t .  

What Intercoastal has proposed t o  do i n  t h i s  case i s  

t o  - -  the l a s t  proposal t h a t  i s  i n  the record, o r  w i l l  be i n  the 

record i n  t h i s  case i s  t h a t  the u t i l i t y  w i l l  keep t h e i r  rates the 

same and i n  about four or f i v e  years they should be able t o  

reduce them t o  a l l  customers. And what they have proposed t o  do 

i s  t o  go a step far ther  and, i n  fact ,  immediately reduce rates t c  

a l l  customers about 5 percent. 

MR. O'REILLY: So i n  e f f e c t  you are saying tha t  the 

expansion i n t o  Nocatee w i l l  not have any impact on current 

customers e i ther  from the inf luence o f  the expansion on the 

current f a c i l i t i e s  or  on the rates tha t  the customers, current 

customers are paying? 
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MR. DETERDING: Other than based upon our project ions 

and our proposal t o  immediately reduce rates about 5 percent and 

t o  long-term reduce rates by a substantial amount more. 

MR. O'REILLY: So t h i s  w i l l  not have an impact on 

odors, e i ther ,  emanating from the plant? 

shoul d have absol u te l  y no impact MR. DETERDING: This 

on tha t  issue. 

MR. O'REILLY: Thank 

COMMISSIONER JABER : 

c l a r i f y ,  M r .  Chairman, an issul 

questions was the attorney fo r  

you. 

M r .  O 'Re i l l y  - -  i f  I could j u s t  

. The person answering your 

Intercoastal .  I wanted t o  j u s t  

be clear on tha t .  And there i s  an issue tha t  i s  before us, i t  

i s  Issue 20, and hopeful ly s t a f f  w i l l  hand you a copy o f  the 

prehearing order on your way out, t h a t  has us looking a t  the 

pub1 i c  i n te res t  associated w i th  granting what Intercoastal has 

requested. And s t a f f  t o  the degree - -  our s t a f f  t o  the degree 

tha t  there would be any impact on current customers, t h a t  would 

be the place t h a t  they would discuss i t  and we would consider 

it. I f  any. I f  there i s  any impact. 

MR. O'REILLY: Thank you. 

CHAIRMAN JACOBS: Thank you very much. Any other 

questions? You are excused. Are there any customers whose have 

arr ived and who would l i k e  t o  speak before the Commission t h i s  

evening? 

MR. KORN: Mr. Chairman, i f  1 might. Mr. F ury, who 
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i s ,  o f  course, the President o f  the Sawgrass Association, i s  

here and has been here throughout most of the day, and could 

theo re t i ca l l y  speak as a customer since he i s ,  i n  fact ,  a 

customer o f  Intercoastal U t i l i t i e s .  However, i t  would be my 

suggestion so as not t o  unduly lengthen the proceedings t h i s  

evening, since Mr. Flury  w i l l  be t e s t i f y i n g  i n  t h i s  docket, tha t  

he w i l l  have an opportunity t o  address the Commission and be 

cross-examined a t  tha t  t ime so as t o  not unduly lengthen t h i s  

evening ' s proceedings. 

CHAIRMAN JACOBS: Very w e l l .  

MR. KORN: And, o f  course, M r .  F lury  speaks f o r  the 

1,500 approximate members o f  the association. 

CHAIRMAN JACOBS: Very w e l l .  I th ink  tha t  process i s  

preferred. 

MR. KORN: Thank you, M r .  Chairman. 

CHAIRMAN JACOBS: And w i th  tha t ,  show tha t  the time i s  

approximately 7:15. There are no customers who have appeared or 

who have come forward t o  t e s t i f y .  We w i l l  then adjourn the 

customer hearing and we w i l l  reconvene the technical hearing a t  

9:OO A.M. on Tuesday morning i n  t h i s  place. Thank you very 

much. We are adjourned for the evening. 

(The service hearing concluded a t  7:15 p.m. 1 
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