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BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for a rate DOCKET NO. 900816-WS

Increase in Martin County by

SAILFISH POINT UTILITY HEARING

" e e e e

FIRST DAY - MORNING AND
AFTERNOON SESSIONS

RECEIVED
“vision of Records & Reporting VOLUME - I
JuL 9 199 Pages 1 Through 152

.Jfida Public Service Commission ga§1¢ish Point Clubhouse
2201 Southeast Sailfish Point Blvd.
Hutchinson Island, Florida 32399-0871

Met pursuant to notice at 10:00 a.m.

BEFORE: COMMISSIONER BETTY EASLEY, Hearing Officer
' COMMISSIONER J. TERRY DEASON

mnmcls:

BEN E. GIRTMAN, 1020 East Lafayette Street,
Suite 210, Tallahassee, Florida 32301, Telephone No.
(904) 656=3232, appearing on behalf of Sailfish Point
Utility Corporation.

WILLIAN REEVES KING, of St. John and King,
500 Australian Avenue South, Suite 600, Clearlake
Plaza, West Palm Beach, Florida 33401, Telephone No.
(407) 655-8994, appearing on beshalf of Sailfish Point

Owners Representatives and Charles R. Buckridge.
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APPEARANCES CONTINUED:

STEPHEN REILLY, Office of Public Counsel,
Auditor General Building, Room 810, 111 West Madison
Street, Tallahassee, Florida 32399-1400, Telephone No.
(904) 488-9330, appearing on behalf of the Citizens of
the State of Florida.

NOREEN DAVIS and CATHERINE BEDELL, Florida
Public Service Commission, Division of Legal Services,
101 East Gaines Street, Tallahassee, Florida
32399-0863, Telephone No. (904) 487-2740, appearing on
behalf of the Commission Staff.

PRENTICE P. PRUITT, Florida Public Service
Commission, 101 East Gaines Street, Tallahassee,
Florida 32399-0863, Telephone No. (904) 488-7464,

appearing as Counsel to the Commission.

REPORTED BY: JOY KELLY, CSR, RPR
SYDNEY C. SBILVA, CSR, RPR
official Commission Reporters
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(Hearing convened at 10:05 a.m.)

COMMISSIONER EASLEY: Ladies and gentlemen,
I am Betty Easley, Commissioner with the Public Service
Commission. Commissioner Deason has apparently been
delayed. I suspect he’s either made a wrong turn or
miscalculated the time. I know he came into town last
night. What I would like to do is go ahead and get
some of the preliminary matters out of the way -- he is

here even as ve speak.

What we will do is first we will take the
reading of the notice of the hearing, then we will ask
for appearances of counsel, at which time you will hear
them identify themselves and who they represent. Then
I’11 ask Mr. Reilly to check, see how many customers we
have wvho wish to speak, and then we will swear
everybody in at one time and take customer testimony.

So at this time, I will ask that the notice
be read, pleass.

MS. BEDELL: This time, day and place wvas set
for hearing in the Petition for a Rate Increase in
Martin County by Sailfish Point Utility Corporation,
Docket No. 900816-WS.

COMMISSIONER EASLEY: Thank you. And take

appearances, please.

FLORIDA PUBLIC SERVICE COMMISSION




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

6
MR. GIRTMAN: I am Ben E. Girtman, 1020 East
Llfayott. str: -

COMMISSIONER EASLEY: You’re going to have to
get real close, Mr. Girtman.

MR. GIRTMAN: 1020 East Lafayette Street,
Suite 207, Tallahassee, Florida, 32301, representing
sailfish Point Utility Corporation.

COMMISSIONER EASLEY: Thank you, sir.

MR. REILLY: My name is Steve Reilly, with
the Office of Public Counsel. We have our offices at
the Claude Pepper Building, 111 West Madison Street and
here representing the Citizens.

COMMISSIONER EASLEY: Thank you, sir.

MR. KING: William Reeves King of the firm of

St. John and King, Suite 600, 500 Australian Avenue,

|
West Palm Beach, Florida 33401, representing the

intervenors Sailfish Point Owners Representatives and

iCharles R. Buckridge.

COMMISSIONER EASLEY: Thank you, sir.

|
MS. BEDELL: Catherine Bedell, 101 East

Gaim Street, Tallahassee, Florida 32399, appearing on
hchllt of Commission Staff. And I also have appearing
with me Noreen Davis.

MR. PRUITT: And I’m Prentice P. Pruitt, same

address, Counsel to the Commissioners.

FLORIDA PUBLIC SERVICE COMMISSION
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COMMISSIONER EASLEY: Thank you very much.
And Commissioner Terry Deason is with me. By reason of
seniority, not just age, I will chair the panel today.

COMMISSIONER DEASON: MNadam Chairman, I would
like to apologize for being late.

COMMISSIONER EASLEY: No problea.

COMMISSIONER DEASON: It was a little bit
further out here than vhat we anticipated.

COMMISSIONER EASLEY: That’s exactly wvhat we

figured happened. It is not a problem. We had just tried

to get some of the preliminary things out of the way.

Mr. Reilly, do you have a number for us,
please, sir?

MR. REILLY: I have a list here.

COMMISSIONER EASLEY: All right. How many
are there, Ms. Davis, approximately?

MS. BEDELL: Eight.

MR. REILLY: As the Company testimony
progresses, if there are others in the audience who
think they would like to make comment, just let us know
and we’ll put you on the list.

COMMISSIONER EASLEY: And as you’re called up
-- and I assume, Mr. Reilly, you’re going to call
people as they signed in and the order in which they

signed in -- I would ask that you try not to be

FLORIDA PUBLIC SERVICE COMMISSION
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It’s not meant to be intimidating; we want to
hear wvhatever you want to tell us about we are
particularly concerned with the issues of quality of
service, of things directly concerning the Utility that
you think we need to know in order to make a decision
|in this case.

8o if somebody ahead of you has said what you

ithink needs to be said, you also have the opportunity

|

| I think, having said that, would all of the

to adopt their testimony so that we’re not being

unnecessarily repetitive.

people who have signed up to testify please stand,
raise your right hand and I’11 swear you all in at one
time.
(Witnesses swvorn simultaneously.)

COMMISSIONER EASLEY: Mr. Reilly, if you would
call your first witness. As he does, if you would come
over to the witness table and he will ask you to state
your name and address for the record.

oh. While he’s doing that, I almost forgot

|
|

one housekeeping detail I was asked to take care of.

FLORIDA PUBLIC SERVICE COMMISSION
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IApparently, the clubhouse is going to be serving lunch,
ibut they need an idea of how many people will be having
lunch here. As I understand it, for those of us who
aronotmh.ra, we have to be prepared to pay cash,
t.noy do not accept credit cards or anything like that.
Butndomodmidnothwmyp.opl.andthorcau

|two gentlemen standing in the back in blue suits, both
|

|
lare planning to stay for lunch, it would be very

raising their hands; if you would let them know if you

holp!ul. Thank you.
Mr. Reilly, if you would call your first

Well, Mr. King, just came up with an even

better suggestion, let’s have a show of hands. If you

imade it too easy, Mr. King. This is like being back in
the classroom. Okay. Got it? Thank you very much.

Now, Mr. Reilly, if you will call your first
witness.

MR. REILLY: One of the representatives of
the country club and POA desired to go first because he
had other duties so I decided to call him first.

W. C. whitson.

COMMISSIONER EASLEY: Over here, please, sir.

FLORIDA PUBLIC SERVICE COMMISSION
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Thank you. And I believe you’re going to have to turn
that microphone on and I suggest just to leave it on.
There you go. Thank you.

W. C. WHITSON
was called as a vitness on behalf of the Citizens of
the State of Florida and, having been previously duly
sworn, testified as follows:

WITNESS WHITSON: I’m representing the
country club, the spa operations and also the security
department here at Sailfish Point. And from 1989 to
’'90, we had a water and wastewvater billing of
approximately $25,000. We have anticipated, with the
requested rate increases, that that number will go up
to over $144,000, an increase of approximately 457%.
We feel that’s a bit outrageous and, certainly,
that’s wvhy we’re here in front of the Commission
today.

Thank you.

COMMISSIONER EASLEY: Thank you, sir. Are
there any guestions? Thank you, Mr. Whitson.

MR. REILLY: Next, we have Pat Rowe, who

represents the golf club.

FLORIDA PUBLIC SERVICE COMMISSION
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éStato of Florida, and having been previously duly
[sworn, testified as follows:

WITNESS ROWE: Thank you. Mr. Commissioner,
%I was asked to produce the following figures on bshalf
fof the Sailfish Point Golf Club. The golf club is a
[subset of the Property Owners Association and
Lrosponsihlc for maintaining the golf course. We have
jtorocalt.d the wvater bills for the upcoming year at the
Irates existing prior to the interim would be $12,631;
at the interim rate would be $16,800; at the full rate
|would be $56,296.

|sorry, were there any questions? Thank you, sir.

jwas called as a vitness on behalf of the Citizens of

COMMISSIONER EASLEY: All right, sir. I’m

MR. REILLY: Warren Andrevs.

Ith. State of Florida, and having been previously duly

‘-worn, testified as follows:

' COMMISSIONER EASLEY: Good morning, sir.
WITNESS ANDREWS: Good morning, my name is

Warren Andrevs, I’m a resident ~--

COMMISSIONER EASLEY: Mr. Andrews, you have

FLORIDA PUBLIC SERVICE COMMISSION
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to get close to that microphone. I’m sorry.

| WITNESS ANDREWS: My name is Warren Andrevws.
|1'm a resident here. I‘ve 1ived here for six years.
iDuring that time, we haven’t found the water to be
pnrticularly good. We have subscribed to bottled water

Iservice. I think that the prices that the water

they’re worth. Thank you.

| COMMISSIONER EASLEY: Thank you, sir. Any
quoltiom?

MR. GIRTMAN: May I ask a question to help us
lout to try to address your concerns?

CROSS EXAMINATION

Q Could you tell us, please, what is your address.
A My address is 6759 Southeast South Marina Way.
Q And you say you have a problem with the
Igquality of iLhe water? Can you be more specific in
that, please?

A Obviously, I’m not an expert on what makes up
wator. It just doesn’t taste good. So my wife and I

have, since we moved here, subscribed to the local

FLORIDA PUBLIC SERVICE COMMISSION
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ibottling company that delivers wvater. I guess that

[can’t justify this rate increase. And I think that
“'ro all fortunate to be on this island, Sailfish
EPoint, and I think that might have a little influence
on what the people think they can charge for water and
Imaybe the resale of the water plant.

I can’t prove it, but wvhen I moved in here, I

indeed, the less it would cost to live here.

ortunately, a lot of us can afford it but that isn‘t a

vy

lcriteria of what you’re going to charge when you’re

ing a public utility.

MR. GIRTMAN: Thank you.

COMMISSIONER EASLEY: Thank you, sir, any
other guestions? Thank you very much, Mr. Andrews.
Mr. Reilly?

MR. REILLY: Richard Steenburg.
RICHARD STEENBURG
was called as a witness on bshalf of the Citizens of
the State of Florida, and having been previocusly duly
sworn, testified as follows:

WITNESS STEENBURG: Richard Steenburg, 6983

FLORIDA PUBLIC SERVICE COMMISSION
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Southeast Harbor Circle. I have a file here which wvas
lctttombymmmm left. It

contains a group of about 60 letters from residents of
Isailfish Point, all uniformly opposing the rate

lincrease.

From a personal point of view, when we first

lbought here early in 1987, in reviewing the monthly
c;ost-, the water bill was gquite nominal. It was
turuuf suggested to us at that time that, in
ltransition, the Utility would revert to the residents.

rond vhat would happen. (Pause)

COMMISSIONER BASLEY: I’m sorry, Mr. Steenburg,

WITNESS STEENBURG: Yes.
COMMISSIONER EASLEY: Are there any questions?

MR. GIRTMAN: No guestions.

COMMISSIONER EASLEY: Ms. Bedell? Mr. Steenburg,

MS. BEDELL: Do you have any comments to make

labout the guality of your service?

WITNESS STEENBURG: I am not very choosy

about water. I have lived a great many places in this

FLORIDA PUBLIC SERVICE COMMISSION
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lvor1a, we find it quite acceptable.

‘ MS. BEDELL: Do you have any problem with the
wantclntar service?

WITNESS STEENBURG: No.

| MS. BEDELL: Thank you.

'f COMMISSIONER BASLEY: Thank you, sir.

i MR. KING: Madam Commissioner, could I -- I
don't know whether the letters have been entered into
}
|

Ithe record or whether you’ve received them, but I‘d

{
|

liko to move their entry into the record in lieu of the
muunny of those individuals.
| COMMISSIONER EASLEY: Mr. King, we can accept
tho letters into the correspondence side of the docket,
and ve’d be glad to do so. If you would give those to
counsel right here, that will be fine. Thank you.

Call your next witness, Mr. Reilly.

MR. REILLY: Thomas Coburn.

THOMAS COBURN

was called as a witness on bshalf of the Citizens of
the State of Florida, and having been previously duly
sworn, testified as follows:

WITNESS COBURN: Good morning, welcome to
Sailftish Point.

COMMISSIONER EASLEY: Thank you.

FLORIDA PUBLIC SERVICE COMMISSION
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WITNESS COBURN: I’d like to adopt the
testimony of those people that have gone before me in
our behalf. I would like to add to Warren Andrevws’
point that we probably can afford this water, but Mobil
can also afford to give it to us.

I question the tremendous increase because if
they -- well, let’s put it this way. If it has taken
them this many years to decide to increase by five
times, I wonder how efficient they are in the water --
in the Utility. If it takes five years to discover a
bookkeeping error, it would seem to me there may be
some other reasons why this water is costing so much

money.

The only trouble I have with the water is our
water pressure. We did put in a system, a purifier
system, because of the odor, and we did put in a water
softening system. And not being an expert on water, I
don’t know whether that was necessary or not but we
have good water as a result of it.

But thanks very much.

COMMISSIONER EASLEY: 8ir, would you say your
name and address? I wasn’t sure the --

WITNESS COBURN: Thomas Coburn =--

COMMISSIONER EASLEY: Coburn.

WITNESS COBURN: C-o-b-u-r-n.

FLORIDA PUBLIC SERVICE COMMISSION




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

17

COMMISSIONER BASLEY: Thank you, sir. And
WITNESS COBURN: 6701 Southeast Harbor

COMMISSIONER EBASLEY: Thank you very much,
llr. Coburn. Any questions for Mr. Coburn? Thank you,
sir, appreciate it.

MR. REILLY: H. P. Milne. I believe that'’s

COMMISSIONER EASLEY: Ah-ha. Thank you.
MR. REILLY: Por the court reporter.

-wom, testified as follows:

WITNESS MILNE: Good morning, my name is

jwould like to adopt the testimony of those who have
gom before me and say that I just think it’s outrageous
land feel that Mobil Utility is stabbing us in the back.
That’s all I have to add.

COMMISSIONER EASLEY: Are there any questions

for Mr. Milne? Thank you very much, appreciate your

FLORIDA PUBLIC SERVICE COMMISSION
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MR. REILLY: m:t Petros.
Por those wvho think they might like to make a
co-unt, there vi.nl be a gentleman walking up to sign
lyou up. So if you have the desire to do so, just go up

COMMISSIONER EASLEY: 8Sir, would you state

PAUL PETROS

lvas called as a witness on behalf of the Citizens of
the State of Florida, and having been previously duly
nmrn. testified as follows:

WITNESS PETROS: Paul Petros, 2808 Southeast

lwho was well-avare of this from previous years, I think

that is a pretty bad thing. Could I ask how the date was

FLORIDA PUBLIC SERVICE COMMISSION
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| COMMISSIONER EASLEY: Sir, the problem is
lthat, because the en-p-qi'tntttae-c the rate case, ve
have no control over the time of the filing of the rate
Icase. And under the statutes, then the time for things
;to occur takes place after the date of filing; and in
lorder to get the statutory requirement time frame met,
these wvere the dates.

We are avare of it. We have received many
1c0lpllintl and many calls about it. There wasn’t much ve
}could do about it, to tell you the truth, Mr. Petros.
WITNESS PETROS: The other thing, when I
Ibought here about six years ago, I had the impression,
I don’t remember the words, that vhen wve had an

lacceptable rate for water that we had a captive

lyears -- and I was a member of SPOR for several years
f there were many references, including by
Irepresentatives from Sailfish Point, to the probability
ithat the Utility would revert back to the residents. So
I’m astonished that at thil late dateapproaching

Itransitionthat this step is being taken, and I can only

In terms of vater quality, the water in our

lapartment tastes very bad. We've installed a filter,

FLORIDA PUBLIC SERVICE COMMISSION
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vhich adds to our expense.
| Further, and I don’t know whose fault this

is, we received a letter from the Utility in 1988
uyinq that if we don’t use our water for six hours, we
Ishould let it run for a couple of minutes to flush out
thc lead; and their estimate was that this would add

labout 200 gallons a month to water usage. Other than

COMMISSIONER EASLEY: Mr. Petros, let me ask
you about that. 1Is that something that is still going
on?

WITNESS PETROS: We have been doing it. We
received no advice to change it.

COMMISSIONER EASLEY: This was in 19887

WITNESS PETROS: Yes.

COMMISSIONER EASLEY: And let me understand
that. If the water didn’t run for six hours, you were
to run it briefly to flush out the lines? 1Is that --

WITNESS PETROS: We were told -- I have the
letter here. We were told to flush it for two minutes.

COMMISSIONER EASLEY: Okay. Are there any
questions for Mr. Petros?

MS. BEDELL: Yes, ma‘anm.

COMMISSIONER EASLEY: I’m sorry, Mr. Girtman,

FLORIDA PUBLIC SERVICE COMMISSION
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COMMINNIONER BABLBYI | Shink we al) need to

Ihave o copy of Shat letter, as & matter of faet, If you
lvould, ve'l) get copies made at the break, Nr. Girtman,
fand we'll distribute copies %o all the parties. It we way

Mw that one, we'’ll return the original to you,

?Hr. Petros.

WITNESS PETROSI I’1l leave it here.

COMMISSIONER EASLEY: Yes, sir. Thank you.
CROSS EXAMINATION

Q I’d 1ike to ask you about your relationship
with the actual utility office. Have you had any
{problems with the office in terms of billing or having
ith.l address problems that you might have called about?

A Well, vhen we first entered our apartment, we
had an incredible bill for what would be 10 times
inormal usage as our first bill. And we actually
écnnplninod and that was eventually settled. That’s the
lonly thLing I recall.

COMMISSIONER EASLEY: MNr. Petros, I think you

need to get a little bit closer to your mike. I think

FLORIDA PUBLIC SERVICE COMMISSION
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%pooplo are having trouble hearing you.

Any other gquestions, Ms. Bedell?
MS. BEDELL: No.

MR. GIRTMAN: Could I follow up, please. As

Itar as the resolution of that bill, as to the
;dispooition of it. What was the disposition, did the

lutility rescind that bill?

WITNESS PETROS: They reverted to what would

COMMISSIONER EASLEY: Thank you very much.

|commissioner Deason, any questions?

COMMISSIONER DEASON: No gquestions.

COMMISSIONER EASLEY: Thank you very much,
wve’ll get that original back to you.

MR. REILLY: Morris Cohen.

was called as a witness on bshalf of the Citizens of

the State of Florida, and having been previously duly

Isworn, testified as follows:

WITNESS COHEN: My name is Morris Cohen, I

live at 6440 Southeast Harbor Circle. I have been a

iresident of Sailfish Point since 1980.

I am asking this Commission to deny Mobil’s

FLORIDA PUBLIC SERVICE COMMISSION




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| 23
appl:lcation for a rate increase for the following
rums At the time I purchased my townhouse in 1980,
I was given this information statement which I have

[here. It’s dated 3-235 of 1980. And I would like to

just. for a moment?

COMMISSIONER EASLEY: Yes.

MR. GIRTMAN: As you recall, ve had raised
th. question in prehearing matters about how much time
wo were going to be spending in perhaps the customer
iportion of today and tomorrow, if necessary, regarding
Iquestions that had been brought up by the Sailfish

Point Owners Representatives. And I had a concern then

those two gquestions.

I'm sure this gentleman has some concerns
that he wants to express, and I have no problea as long
as we don’t spend too much time, I have no objection as
llong as we don’t revert to that whole thing here.

COMMISSIONER EASLEY: Mr. Girtman, I
understand your concern. But we are not in the formal
part of the hearing; and to the extent that we’re not
taking away from the time of other customers to testify
to anything they want to testify to, I think that’s

FLORIDA PUBLIC SERVICE COMMISSION
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lwhere we are.

| 8o you proceed, Mr. Cohen. (Applause)
WITNESS COHEN: Okay. This information is on
irag. 20 and it’s listed as "(b) Hocock-up Charges and
ITariffs.” And it’s in the second paragraph. And it
says as follows: "These tariffs provide that SPUC will

Okay, as far as that goes, the actual
charge was $4,000 to me when I purchased a lot at 6440
vhere I now live. 8o they doubled up on that. I don’t
ireally think that’s gquite legal to do that and maybe
all this money should be refunded to the residents who
were charged $4,000 in contradiction of this legal
agreement which Mobil gave to me.

Okay, the next in the same (b) paragraph,
which is the third paraqraph,lit says as follows:
"Based on a current estimate of average monthly use of
potable water, an owner of a single family detached lot
or a townhouse residence may expect to pay
approximately $25 per month for water. The estimated
monthly charges for wastewater services will be

approximately $25 per month per single family detached
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inflation wvhich may cause these charges to increase.”

So that’s another statement they made to me and to all
of the other residents here at Sailfish.

Okay, and Part (c) of the same page, which is
lentitled, "Ownership of SPUC Assets. At some time in
[the future, but no later than 1987, ve shall convey all
lor any part of this facility and/or the assets of SPUC
%to SPUC, or to the Association, or to Martin County, or
5'0!. other government entity, provided the facility is
[maintained to provide water and wastewater treatament
:tacilitios and services to all owners and users of
ISailtilh Point property.”

It goes on to say, "The Association shall not
be required to pay for such assets or shares but shall
have no right to refuse the conveyance.” 8o it clearly
states here ve shouldn’t have to pay for this.

Okay. So I conclude with this that Mobil has
no legal right to include these assets in their
calculation of their cost to increase the Utility
rates.

Okay. The second reason I have is this: The

lprice we paid for our townhouse was approximately
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doublo as compared to a similar unit outside of

Sailfish Point. We realised this, but the reason wvas

ithere there was an amenity package which was included.
jone of the amenities was the utilities. Nobody is

[Mobil has already been paid for their assets in the
|form of a higher price which they charged for these

proportiu. So it seems to me that Mobil wants to get

In addition, they could not sell any property

|here without having a utility such as SPUC. Nobody

uny times its earnings to an independent party, which

would then give them an additional huge amount of money
which they can profit by. The conclusion would be that
the residents would continue to be soaked, pardon the
pun, for the water it uses forever. (Applause)
WITNESS COHEN: That’s all I have to say if
there are any questions.
COMMISSIONER EASLEY: Thank you, sir.
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Are there any questions?
MR. GIRTMAN: Commissioner Easley, it might

holp Mr. Cohen’s understanding of that difference

between the 4,000 and 2,000 amount, if I may briefly

explain that for your information.

The Utilities regulated by the Florida Public
Service Commission are required to file tariffs with
the Commission and receive approval before they can
make any charge for service or service availability or
water, sewer, vhatever. One of those items which has
to receive approval is the 2,000 or $4,000 amount that

ou’‘re talking about.

Frequently, through the history of a utility

over the years that amount will change and the Florida

Supru. Court has ruled --

MR. REILLY: May I interject just a little

I want to give them the full latitude to
explain or develop the basis for gquestions, but I think
the proper forum is this is the time for him to ask

questions of the witness and not necessarily a forum

|for an attorney to present testimony to the Commission.

I just thought I’d raise that point.
COMMISSIONER EASLEY: 1It’s a valid concern.

Mr. Girtman, and I know this is not the normal formal
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iproceeding, and I know that it’s guite loose, but --
MR. GIRTMAN: I don’t mind explaining it to
|them later. 111 be glad to do --

COMMISSIONER EBASLEY: I think that would be
appropriato. I understand.

MR. GIRTMAN: I do have one question though.
Could I see the document that you have read
tron there? (Hands document to attorney.)

WITNESS COHEN: If the Commission wants

MS. BEDELL: I don’t know.

WITNESS COHEN: Would you like to have copies?

COMMISSIONER EASLEY: Yes, please, sir.

MR. KING: There is a copy in the exhibits to
Mr. Rasmusen’s testimony.

COMMISSIONER EASLEY: I had a notion there

MR. KING: But I’s not sure that in the

record yet.

COMMISSIONER EASLEY: It is not in the record

Q (By Mr. Girtman) I do have a question. As
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{to the paragraph, I believe it uu on Page 20,
pnrnqnph Roman Numeral XII, subparagraph B, titled
|*Hook-up charges and Tariffs.® ‘The last paragraph
therein regards the di.-ouiut ‘Do you recall reading
tlut? |
A Yes, sir.
Q Okay. Por the record, would you please read
|those four 1ines into the record beginning "We hereby
di.cla:l.n"?
A *We hereby disclaim any and 21l warranties,
|whether express or implied, concerning the tariffs or
rates will be charged by SPUC for whatever entity
provides water and wastewater treatment services to
Sailfish Point residents.”

But I would also add this: That may disclaim
[the rates but it does mot disclaim that -- it still
Istates in Part C that we are not going to be reguired
to pay for any such assets. 8o if we’re not required
to pay for the assets, then how can they ask for a rate
increase which are based on the assets? It’s illogical
land unreasonalle.
COMMISSIONER EASLEY: Any other questions?
MR. GIRTMAN: One other point. For the
rocord, I would just like to m.:mm the tirst
paragraph of that subparagraph B vhich talks about the
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;tiling of applications and approvals by the Public
|service commission.
COMMISSIONER EASLEY: All right, sir.
Mr. Reilly, any questions?
MR. REILLY: No guestions from us.
COMMISSIONER EASLEY: MNs. Bedell, any
?qucltionl?
MS. BEDELL: No, ma‘’am.
COMMISSIONER EASLEY: Thank you very much,
IMr. Cohen.

(Witness Cohen excused.)

MR. REILLY: Arnold Simon.

ARNOLD SIMON

wvas called as a witness on behalf of the Citizens of
the State of Florida, and having been first duly sworn,
testified as follows:

COMMISSIONER EASLEY: Good morning sir.

WITNESS SIMON: Dr. Arnold Simon. I live at
|2802 Southeast Dune Drive.

I would first like to, without the testimony

1
|of the gentleman who just preceded me, I think that the
1

|intent of Mobil Corporation is clearly spelled out in

[those paragraphs. They intended to be remunerated

through their fees for hookups and through the price of
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tho land for the water which they provided us; for the

lvastewater which they were taking from us. They’ve

jalso indicated in Paragraph C under "Ownership of SPUC
alutl' that in the event that weren’t making money,
|they would have the right to turn this facility over to
the residents and the residents would have no right to
refuse, which I think further cements the intent.

Now, I’d like to address myself to the

qroup involved in the management of this facility was
ldrinking the water produced by SPUC. That included the
l

|president of Sailfish Point, Land, the head of the

Building Committee, the people in the Water Department,
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the people in this club facility, the management of the

{2800 Condominiums and the management of 2001
Condo-inhm. They were none of them using the vater

|found that the paint contained toluene, which is a
kidn.y poison. I was very concerned about this. We

leventually had the manufacturer of the paint come down,

The taste of the vater is extremely variable.
In addition, for several years there was rust in the
nt-r in quantities large enough to ruin the laundry of
[many of the people who were involved.

Sailfish Point Utility Corporation repeatedly
denied that there was anything in their structure which
could possibly have produced that rust. But after two
or three years, they did identify, within their
structure, che source of the rust, which they then,
after this long delay, did correct.

Because the taste of the water is variable, I
would say that the majority of the people here either

uu bottled water or distill the water or filter the
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lvater that’s coming from the Utility plant.

COMMISSIONER EASLEY: Thank you. Do you have
j-- one gentlemen mentioned water pressure. Do you have
fany problems with water pressure?

WITNESS SIMON: Rarely.

COMMISSIONER EASLEY: Any questions?

MR. GIRTMAN: Please pardon me. I didn’t get

COMMISSIONER EASLEY: Do you have any
questions, Mr. Girtman?

MR. GIRTMAN: Yes.

CROSS EXAMINATION
[BY MR. GIRTMAN
| Q Mr. Simon, can you tell me wvhat years this
%was that you’‘re talking about with the specific
problems of rust and paint?
A I don’t think the rust problem ended until

iprobably early last year. You’d have to check with

theam because they know when they didn’t repair them

Q Okay. And how long did that problem persist?
A Three or four years.

Q Continuously or intermittently?

A

Fairly continuously.
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Q Do you know whether it was throughout the

lentire Sailfish Point community or isolated to a

particular area?

A I can’t tell you vhether it involved every
place, but I do know that there were pecple,

homeowners, who had a problem; and I know that the

|Condominium at 2800 were severely affected.

Q Is that your residence?

A Yes.

Q You live at 2800 Condominiums?
A Yes.

Q Do you know anyone outside of 2800

A I can’t give you the specific name but I

;su-poct that if you ask in this audience, you would

COMMISSIONER EASLEY: There are some hands
going up behind you even as you ask the question.

Q (By Mr. Girtman) You mentioned in the
subsection C of the document that you have regarding
ownership of assets, regarding the possibility of a
transfer to the POA, you mentioned something about if
they were not making money. Are those words in there,
that if the Utility is not making money that it can be

transferred?
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A I think the implication is fairly evident.
-It says, "The Association shall not be required to pay
étor such assets or shares but shall have no right to
érotuso the conveyance."
MR. GIRTMAN: Thank you.
COMMISSIONER EASLEY: Thank you, sir.
Ms. Bedell, any questions?

CROSS EXAMINATION

BY MS. BEDELL:
| Q Mr. Simon, when you were talking about the

ipaint problem, the paint taste in the water, what was

lthe response from the Company when you first called

A They said that the paint was harmless; that
lit had been approved by one of the environmental
?agoncian for use in tanks. Their eventual explanation
was that they had used it in accordance with
.instructionl but that apparently it had been tested in
|tanks with wide openings so that it could dry. And
'tankl that they used it in had a very narrow opening,
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Q Okay.

COMMISSIONER EASLEY: How long ago was this,
%ut. Simon? You mentioned it was several years ago.
|lcan you put a time frame on it?
WITNESS SINON: I can’t exactly. I would say
it was three, maybe four years.
COMMISSIONER EASLEY: Okay. Thank you, sir.

Thank you, Mr. Simon.

(Witness Simon excused.)

MR. REILLY: Phyllis Cohen.

| PHYLLIS COHEN

lvas called as a witness on behalf of the Citizens of
Etb. State of Florida, and having been first duly sworn,
jt.st:lti.d as follows:

WITNESS PHYLLIS COHEN: My name is Phyllis
TCoh.n, and I live at 6440 Southeast Harbor Circle.

| We do not drink the water here at Sailfish
IPoint out of the faucet. It has a terrible taste. We
Ibuy bottled water from Bishop. I was going to ask for
a postponement this morning of this hearing because so
}tcw of us can be here because most of the people live
'hore in the winter, but I’ve already gotten an answver

to this.
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COMMISSIONER EASLEY: Sorry.
WITNESS COHEN: Also, I’d like to say that
IMobil did not disclose to my husband and I at any time

ibefore purchase, or for ten years hence, the possible

|wastewater rates. It can be an added obligation of
Imany thousands of dollars per year. We would not have
hought at Sailfish Point had we known of this future
obllgation.

If this ridiculous rate increase comes to

go down greatly. New prospective buyers will not want

COMMISSIONER EASLEY: Any questions?
Ms. Cohen, Ms. Bedell right here has some.
CROSS EXAMINATION
BY MS. BEDELL:
Q Have you had the need to contact the Company

t any time for any service problems, sny billing

Iproblems or anything?
A No.

MS. BEDELL: Okay. Thank you.
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COMMISSIONER EASLEY: Thank you ma’‘am.

(Witness Cohen excused.)

COMMISSIONER EASLEY: Mr. Reilly?

MR. REILLY: Peter Noran.

PETER MORAN
was called as a witness on bshalf of the Citizens of
the State of Florida and, having been first duly swvorn,
testified as follows:

WITNESS MORAN: Good morning. My name is
Peter Moran. 6761 Harbor Circle Drive, Sailfish.

I recognize that there probably is a lot of
documentation relative to this rate increase but I
think, and I hope, on bshalf of everybody here, that in
the final analysis it would be a question of what
;tairnns- represents, the test of fairness.

I’‘m looking at a water bill from my vife’s
Eh-auty parlor that she paid last month. Now, a beauty
parlor, I think you all will agree, the water probably
igoos on when the door opens and it doesn’t shut off
55600 gallons of water; their water bill was $9.96. My
;llt.lt water bill for 4,000 gallons, was $65.53.

Now, if this rate increase is approved, it’s

f.xp.ctod that we probably will be paying, or 1 probably
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:will be paying, using approximately 4,000 gallons of
.uat.r, in excess of $200 a month. And you heard Will
i-ay this morning that his rate increase representing
!tho country club, not to speak of the golf club, with
|those over 400% increase, we probably will have -- that
will pass through an assessment to all the property

lowners. I‘m anticipating a water bill of approximately

Now, on the hottest hubs of Arizona where
Ithere maybe isn’t any water nobody is paying a water
bill or can anticipate a water bill that high. And,
lagain, I refer to this one for $5,600 (sic) versus
ours, where they paid $9.96, and I’m presently paying
$65.53.

COMMISSIONER EASLEY: MNr. Moran, where is
that beauty parlor located?

WITNESS MORAN: I’m sorry. Right here in

tuart, on Dixie Highway, three miles --

COMMISSIONER EASLEY: It’s over on the
mainland; it’s a different system?

WITNESS MORAN: I’m not sure. As I said in
!tha beginning, we’re talking about the fairness to the
p.operty owners. And whether it’s a guestion or not of
wvhether we can afford it; it’s a exorbitant bill. And

in all honesty, if I had known that a rate in excess of
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1$200 was possible in the future, I probably would not
|have bought at Sailfish. And I don’t know anybody that

would be paying a water somewhere down the road in
excess of 200 and possibly $250 a month. That'’s

COMMISSIONER EASLEY: Any gquestions?

Ms. Bedell has a reguest, Mr. Moran, if

lyous11 nola on just a minute.

CROSS EXAMINATION

Q Is the $9 bill just for water?
A Yes.

Q And is your 50-plus bill --
A Just for water.

Q -= just for wvater also?

A Yeah, $65, yes.

COMMISSIONER EASLEY: Thank you very much,

WITNESS MORAN: Thank you.
MR. REILLY: Just one brief question.
COMMISSIONER EASLEY: Sure.

REDIRECT EXAMINATION

IBYy MR. REILLY:

Q May I assume that this bill approaching $200

would include vater and sewver service?
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A No, I think that’s just the water. I’m right
Inow paying $65.53. our latest bill was 65.53, and the
-mgu wvas $40. So my total water bill including the

{sewage last month was $105. 62. 8o if you add the

|

u'll have Mr. Gatlin circulating for those who think

sewage on it, the grandkids are going to have to do
without Christmas gifts in the future. (Laughter)
COMMISSIONER EASLEY: Thank you, Mr. Moran.

(Witness Moran excused.)

MR. REILLY: Dean Crawford. Once again,

ithey might want to --

COMMISSIONER EASLEY: Well, we’ll take a
break if we need to and make sure.

MR. REILLY: Okay. All right.

DEAN CRAWFORD

was called as a witness on behalf of the Citizens of
the State of Florida and, having been first duly sworn,
testified as follows:

WITNESS CRAWFORD: My name is Dean Crawford.
I live at 2001 Sailfish Point Boulevard, Unit 413.
Good morning.

COMMISSIONER EASLEY: Good morning sir.

WITNESS CRAWFORD: I certainly appreciate the

opportunity to express our concern. I thought about
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taking my shoe off and putting it on the table to
iremind you of how om:r.qd ve are, like somebody else
uset o its:

On the guality issue, the water tastes like
liodine to us. It’s very poor. We’re in a condo so we
have few choices, in terms of filtration, to straighten
that out.

We are building a house here at Sailfish, and
we’re going to great expense to straighten out the
water in terms of purification. Also, if you talk, as
we have this morning, with the residents and you talk
with other people around, there seems to be a question
about the quality of the water so we’re putting in the
-yst.u. We’re raising children; we don’t want anything
ito happen to them or their health. So we’rse very
Iconcerned about it, so we’re building a backup system
lat great additional cost. We’ve already paid the
hookup fee and that’s at great additional cost, we have
|been here since 1988. Nowhere in the process of buying

|the condo or the three lots that we purchased has

ratc increases that are proposed. To the contrary,
wh-n we came here, all of the facilities were touted as
Ibeing part of the project, and that wvhen we came here

w. wouldn’t have to pay extra for roads or wvater or
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electricity or cable TV beyond the things that vere

inormal in the process. And by giving the estimates of
t.ho bills, in stating that, you know, normal
linflationary kind of things could be expected, that’s
cart.a:l.nly reasonable. But the kind of outrageous
approach that we have now is just totally unacceptable

by our standards.

I’d like to adopt the testimony, the prior

itestimony, with the exception of Commodore Andrevs;
imaybe he can afford all this, not all of us can.

(Laughter)
COMMISSIONER EASLEY: Thank you, Mr.

|crawford. Were there any questions for Mr. Crawford?

Thank you very much, sir, appreciate it. You

irealize, of course, you’re dating yourself and me
Ibecause we both knew what you were talking about with

Ethc shoe. (Laughter)

(Witness Cravford excused.)

COMMISSIONER EASLEY: Call your next witness,

IMr. Reilly.

MR. REILLY: Donald Housman.

was called as a witness on bshalf of the Citizens of

Ithe state of Florida, and having been first duly sworn,
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testified as follows:

WITNESS HOUSMAN: My name is Donald Housman.
I live the 6600 Southeast Harbor Circle.

I’d 1ike to extend my welcome to you here and
invite you back in February vhere you can meet 80 to
95% of the people who are living here. (Applause)

COMMISSIONER EASLEY: To be perfectly
truthful with you, Mr. Houssan, I would have much
preferred to come in PFebruary. (Laughter)

WITNESS HOUSMAN: The weather is much nicer,
nice and crisp and cool.

You’d get some repetition, but I think that
you’d get the impact of a lot of people, like myself,
wvith vhat was represented to them vhen they purchased
in here. And I’d like to go over that with you. I
don’t have any documentation. I think you have a big
package of documentation which will reflect what I‘m
about to say.

It wvas represented to us by the
representatives of Mobil when we purchased in here that
we would get an amenity package that went along with
the property. And the amenity package includes such
things as: roads, tennis courts; vhere we are now, the
country club, and the associated grounds, the common

grounds that we have. Included in that is the water,
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hich we paid a $4,000 hookup fee, as you’re avare.

And we received information from the
salesperson that this facility that prepared the water
was being subsidized; that it would be eventually
turned over to us. 8o it’s a little bit astonishing to
me that we have a meeting like this for our property.
Because I feel like when this thing is transitioned, it
jwvill belong to us in one fashion or another.
| I learned the other day that subsequent to
lour purchase in here, Mobil unilaterally changed the
docu:-ntl to reflect that this water facility can be
isold to a third party. That wasn’t in the documents

b.ror.. We didn’t know about it, had no part in it;

I’d like to advise you that since we moved in
h.ro, the water gquality had been such that we bought
our own distillation outfit and we don’t drink the
{wvater. We use it for bathing; we use it for
irriqation; it does a wonderful job. The effluents
cauu the grass to grow magnificently. But ve use a
|little still, and that’s what we drink and what we cook
with. The water tastes bad.

| I’d like to make one more point. We also

|[have a place in Orlando, and we had a terrible fight
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with perhaps this very Commission; I wasn’t there, but
we had a terrific increass in our rates. And they went
from 57 cents a thousand to 83 cents a thousand, so the
residents back there are still up in arms about paying
83 cents a thousand galloms.

I recognize it’s a different system, it’s not
reverse osmosis; but, nevertheless, ve contrast those
very high rates, which are still irritating the
population up in Orlando, and contrast that with $10
and something a thousand, vhich we‘re talking about
here, and it really is quits preposterous.

I’d 1ike to ask you to bear that in mind; to
take these comments that you have had from less than 5%
of the population and ﬁlﬂp:.y that by 95% to gst the
impact on this community.

I’d like to make a comment also that I think
that this is supposedly the jewel in Mobil’s crown. We
bought in here because of Mobil, because this is a very
unique piece of property, because they have got an
elegant roputaéion, because they’ve got the deep
pockets to support this type of a development. And
they still have roughly a hundred lots to sell.

I don’t understand what they are doing. I
really don’t think top management in Mobil understands
what’s going on here. I think this is a terrible
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mistake on the part of the low and middle management in
latt-npting to either get a chip for transition or to
make a profit-making enterprise out of something that
was originally intended to be transitioned to the
people who bought in here. (Applause)

That’s the comments I have.

COMMISSIONER EASLEY: All right, Mr. Housman,

lappreciate your being here.

(Witness Housman excused.)

MR. REILLY: Maurice Casey.

MAURICE CASEY

was called as a witness on behalf of the Citizens of
.thc State of Florida, and having been first duly sworn,
testified as follows:

WITNESS CASEY: Ny name is Maurice Casey, and
1 reside at 2804 Southeast Dune Drive.
I subscribe to the previous testimony and
icanplaint- of a lot of people who went before me.
| I’d like to raise an issue that really brings

lto point -- I don’t know what the legal problems are,
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but I think it’s a fairly obvious ploy. In other
words, number one, the original reguest in the interim
rate, as I understand it, was overturned because there

|was no public hearing held. And then the developer
|quite cleverly applies for the nev rate wvhen he knows
fthat the hearing would be held vhen the least amount of
[people would be present. This at least smacks of a
llack of fair play, in my opinion.

Secondly, 1’d like to guestion the manage the

lof this Utility. It is, to me, inconceivable that
mbodymmlplmmmrmmornight
yarl you don’t notice that you should have an increase

in rates. I mean, could there be a tie-in between that

and the fact that they are trying to sell us properties

lat the same time, and give us a lov rate? Now, if you
lwill, when the fish is hooked, all of a sudden they
lwvant to make up for lost time. That seems to me an
1noonpr.h¢mibh thing, that we should pay for their
pioy, their marketing ploy, or whatever motivation they
had. Certainly, the management must be called into
quut:lon if for eight years they’ve gone along and
.vu'ythinq'l fine, and all of a sudden they discover

Ithey need more income.

And the last thing I’d like to mention is the

|fact that the documents certainly implied that the
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jlutility would be turned over to us.

If the purpose of this increase is to
|increase the value of the Utility so that it may be
isold at a greater profit to either the County or an
loutside person, in effect, they are asking us to
iluhcidizc their profit on the sale of the Utility.

| I submit that the -- this would be an unfair
{burden on the residents, and I also submit that a
serious question should be raised as to why this amount
11- coming now; why they are looking for the rate now;
land where was their management during the last eight
Ty-ars? That’s all, I guess.

COMMISSIONER EASLEY: Thank you, Mr. Casey.
Any questions? MNs. Bedell.

MR. KING: I have a question for Mr. Casey.

Q Mr. Casey, I’ve heard something about some
underground lines having to be replaced on, and I'm not
?sure vhether that’s Dune Drive or -- do you know
lanything about that? Has that affected your property?

A I’m not awvare of that.

COMMISSIONER EASLEY: Thank you, Mr. Casey.
Appreciate it.

MR. REILLY: We have no other names on the
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{list at this time. If you want to take a break and we
COMMISSIONER EASLEY: Is there anyone here

I’11 tell you what, for the court reporter --

ithat’s my best excuse -- for the court reporter we will

Mr. Reilly, you will have the opportunity to
lsee if anyone else has come in. If there are no other
public vitnesses to testify, we will go into the
technical part of the hearing. You are welcome to
sny. This is the much more formal presentation by the
Icompany and the parties, and you are certainly welcome
t.o stay for it.

Thank you. We’ll take a ten-minute recess.
(Brief recess.)

| COMMISSIONER EASLEY: We will call the
|nearing back to order. It is my understanding that

[there are additional public witnesses that wish to

lgentleman who did have the information that he was

aok:l.ng. Those people who wish now to testify, I

assume, have not been sworn, is that correct? Mr. King

or Mr. Reilly?
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MR. REILLY: I believe tnat is correct.
COMMISSIONER EASLEY: All right. Would the
people who have asked to testify in this second session
Iploa-a rise to be sworn in?
| (Additional vitnesses sworn simultaneously.)
COMMISSIONER BASLEY: Call the first witness,
Iplease.
MR. KING: MNr. Morris Cohen, would you take
itho stand again?
COMMISSIONER EASLEY: All right. Mr. Cohen
is being recalled.

Isome personal experience about that that you wanted to
‘rolato to the Commission. Would you do so, please?

| WITNESS COHEN: Yes. On Marina Way, I used
ito 1ive at the townhouses, there were constant
Ibreakdowns of the water pipe underneath the roadway

{that went to all the homes on Marina Way and all the
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townhoulu. The reason for this breakdown was that the
plaltic pipe that was put in to transport the water had
[been not defective to start with, but had been lying
out in the open, you know, with the sun and the air and
the salt and it had deteriorated the pipe prior to

their installing the pipe. PFor this reason, the pipe

junder, in some cases, under landscaping under houses,
et cetera, and it’s cost quite a bit of money up to now
hncam it goes bad about every two months.

| What they do then is that they splice the
|pipe. They don’t replacs all the pipe, which entirely
nood- to be replaced. So this will be a continuing
problu for many more years to come unless they do what
[they’re supposed to do, which is actually replace all
tho pipe instead of just splicing the pipe.

And vhen I lived at the townhouse, I

uan:lcncod wvater shutoffs continually, rusty water

jairt and everything in the pipe and it takes a long
tiu to get this dirt and debris out of the piping

COMMISSIONER EASLEY: This is an ongoing

prohln, Mr. Cohen, currently?
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WITHNESS COHEN: It’s ongoing and it will be
ongoing unless Mobil replaces all of the pipe that goes
under that roadway.

Can I make a comment about one other item
which I had mentioned before?

COMMISSIONER EASLEY: Briefly, please, sir.

WITNESS COHEN: Okay. The $4,000 charge,
which I understand speaking to one of the gentlemen
here, for the hookup charge goes against the -- sort of
like a credit against a rate increase, as I understand
it?

Mow, if it goes against a credit of a rate
increase, I think the Commission should just be aware
that the credit should not go against the assets,
because the assets should not be charged to us to begin
with; and therefore, that credit of $4,000 per person,
which could amount to $2 or $3 million, should come off
and give us a credit hlck.on the charges ve’ve already
paid for the water.

That’s about it.

COMMISSIONER EASLEY: Thank you, sir. Any
guestions? Thank you very much, Mr. Cohen.

MR. REILLY: Barbara Blews.
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| BARBARA BLEWS and GINNY ENDICOTT
mo called as vitnesses on behalf of the Citizens of
[the State of Florida, and baving been previocusly duly
mm, testified as follows:
WITNESS -DIM!s Excuse me, my name is not

lymnilelmm, I was a next-door
neighbor with Ms. Blews and we shared these experiences
|together.
WITNESS nm: I didn’t realize that this
vwldhmlumthntmwimtohaddru.odtodny
lor I would have tried to come more prepared.
But I would say four or five years ago our
|tiles in our bathrooms turned blue -- they’re white --
lour towels turned blue and we had a lot of color in the

thu was totally separate.
| Iutndthoclinntnq people vhat they wvere
lusing different, there was nothing different. I asked

Ginny, my neighbor. Yes, everything of hers wvas

We called thc utor saintenance pecople, and

itn.y said "Well, it is probably the water is harsh
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|wveren’t quite right.

| At that point I called, I believe it was, HRS
lana they directed me to the proper autherity. And I am
almost positive I have all this documented at home with

But I felt that we should have been notified
|that there was a breakdown and our small children
should not have been drinking this water, which I
|presume they were. So meanwhile, the proper
authorities did come in, they did correct it because in
the end we did get the results of the water testing
after we had complained. But it was their decision not
to notify us of this breakdown, and I feel that that
was very improper and vrong; especially since it did
kill the fish, it couldn’t have been very healthy.

COMMISSIONER EASLEY: But the problem has
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nmmsf';u, yes. It was corrected.
COMMISSIONER EASLEY: And there are has been
norocurrmotmm.
WITNESS BLEWS: No, no. But I think ve

{should have had the choice to have been notified, and
|then we could have chosen whether we were going to

dr:lnk the water or use it.

COMMISSIONER EBASLEY: Yes, ma’am.

WITNESS BLEWS: I have small children and so
{dces Ginny and that’s sort of frightening that they
voul.d drink it.

| COMMISSIONER EASLEY: I understand. Any
quutiﬁnl for either NMs. Cohen or Ms. Endicott? Thank
you very such, both of you. Ms. Endicott, do you have
southinq you want to add? I‘m sorry.

| WITNESS ENDICOTT: Yes. I would like to ask
a show of hands in the audience of the people on Marina
Way or otherwise that have had their water cut off due
ito repairs in the street. (Some hands raised.)

WITNESS ENDICOTT: That’s a small percentage

== I’m totally unprepared here.
There were two issues, I wonder if somebody
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icould help me. There were two gquestions about the

nt.or disconnect == I’m sorry. I can’t think of it.
COMMISSIONER EASLEY: You can always, and if

thoughuooourtoyou, let me make this announcement

yoursthntmkuovmmoftm. Correspondence
lcan continue to be received in this matter in the
corrupondoneo side of the docket; so that if there are
thimsthutdomtoyouandy&urmhrvhattm
1uuu are after the public part of the hearing is
over, feel free to write to the Commission. And while

|
:I.tcannotb-ududiroctcvi.dominmcau
1tu1t, it can go into the correspondence side.
WITNESS ENDICOTT: I’a sorry, I do remember
w--lalumtumu.howothndlotthou
poophvhohavclsmuu.nmmwriﬂorand

uhodonotdrtnkthnnmlnﬂuuhottlod vater. I

thin): that’s also an important point.

COMMISSIONER EASLEY: Yes, that’s almost

MS. BEDELL: May I ask a question?
COMMISSIONER EASLEY: Excuse me. Ms. Bedell

has a question.

WITNESS ENDICOTT: Yes, I’m sorry.
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BY MS. BEDELL: N

Q When you rutui"ol to the cutoff --

A (Witness Endicott) On the strest damage?

Q Yes. Were you notified prior to that?

A No, ma’am. Those happened one at the time.
|And the reason that Nr. mruhtluthona
constantly shut off is anywhere down that street,

|vherever the breakage M, from there on down would be

WITNESS BLEWS: Bight.
A (Witness Endicott) =-- eight. And ve have

mw.ryslmlc--umqodunth-roadywcm

on. of the houses.
Q Okay. And when those repairs were made, you
m not notified?

A (Witness Blews) If it’s not an emergency

shutoff. If they notice a small leak ~--

A (Witness Endicott) Yes.
MS. BEDELL: Thank you.

COMMISSIONER EASLEY: Thank you very much.

FLORIDA PUBLIC SERVICE COMMISSION
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MR. REILLY: Jeananne Petrus.
was called as a witness on behalf of the Citizens of
t.ho State of Florida and, m:lng been previously duly
mm, testified as follows:

| WITNESS PETRUS: My name is Jeananne Petrus,
land I live at 2808 Southeast Drive.

| I just took this water, except it’s been
sitting for a little while, and I don’t know if that

thought you might be interested in seeing what happens
lwhen you put a few drops of this in. This is what you

You see how yellow it goes? That’s the
Ichlorine in the water. It tastes awful.

COMMISSIONER EASLEY: Is that it?

WITNESS PETRUS: That’s it.

COMMISSIONER EASLEY: Any questions?

WITNESS PETRUS: I just thought a picture
was worth a thousand words.

COMMISSIONER EASLEY: It always is. Thank
you very much, Ms. Petrus. And bless her heart, she’s

going to leave it there for us to look at. (Laughter)
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| MR. REILLY: I-'ugotn to be loocking at it
during the entire omuan hearing.

| COMMISSIONER m: I 4id notice that.
ca11 your next witness, Mr. Reilly.

| MR. REILLY: Nichael Duerr.

[tne state of Florids and, having been previously duly
lavorn, testified as follows:

COMMISSIONER EASLEY: Would you spell that,
pluu.

WITNESS DUERR: m. D-u-e-r-r.
COMMISSIONER EASLEY: Thank you, sir.
WITNESS DUERR: m I live in the 2800
|Building, 2814 Southeast Dune Drive.

I would like lo-tly jm to associate myself
with the previous tnt:l.m ptrt.icuhrly with regard

placo, I was led to believe that the utility service --

totwoth:lnqu One, wvhen I moved in here and bought my

Imuch money for this beautiful, beautiful place.

And the second thing is thatl not in my

wildest dreams would I ever have expected a rate
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:lna-un, of course; rate increases happen all the
time. But this is really a doozie.
Then I also have two other points. One, I

lour, well, our sprinkler system, among other things, it
calls for an eight-inch line. Actually, there is a

six-i.nah line. And people who know about hydraulics have

told me that actually this reduces capacity about 50% and

th.t.'l at least some guestion as to vhether we have
.nouqh pressure to adequately fight fires. You might just
vant to look into that.

{ The other thing is that before we moved here,
ly wvite and I lived in the Florida Keys and there is

kind of a joke down there that it’s the most expensive

water system in the world with the possible exception
of Riad. (Laughter)

And they have an old pipeline which was
replaced by a nev pipeline which takes water all the
lway down from Homestead -- well, those of you who have
been to the Keys know about the pipeline. They can no
longer carry enough water in that pipeline sc they have

had to build reverse osmosis plants similar to ours.
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8o we start off with cm expensive system;
Mudmumm“_wwitoalldup
the Florida Keys Aqueduct Authority their exorbitant
rate wvas $5.18/1000 for water, mw with
$10.19 proposed here.

That’s all. :

CONMISSIONER EASLEY: All right, sir. Any

Iquestions? Thank you very much, Mr. Duerr, appreciate

jit. (Applause)

MR. REILLY: John Kennedy.
COMMISSIONER EASLEY: While Mr. Kennedy is

lcoming up, I have Halfzeimers again, I remsember half of
lit. Are there any pecple here who did not raise their

hands that wish to have lunch here at the clubhouse? I
have been asked to give a second count. Anyons else?
If you raised your hand before, don’t raise it again.
Okay. Thank you very much.

JOHN KENWEDY
was called as a witness on bshalf the Citizens of the

State of Florida, and having been previously sworn,

|testified as follows:

WITNESS KENNEDY: Welcome to Sailfish Point.

COMMISSIONER EASLEY: Thank you, sir.
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WITNESS KENNEDY: My name is John Kennedy. I
11ive at 6680 South Marina Way.
| As a slight aside, we bought our home about a

lyear ago. The lower portion of our driveway doesn’t

ntchthomtnndmt'.bmmithndhundwnp

[sometime in the past.
i I’d like to raise a gquestion concerning Mobil
011 Company Sailfish Point and the cost of capital.
Welcome to Sailfish Point. You go through a beautiful
gate. You approach the gate house. The barrier goes
up, you drive on the roads. You pass the lighting, you
coutothoomntryelub. You see the tennis courts,
the pool, and the spa.

| If you vere to walk down to the water, you’ll
t:lnd rick/rack out by the inlet, a sea wall which is
composed of sandbags. If you walk over to the marina,
jyou’ll £ind bulkheading, and you’ll also realize that
jyou have water and sever service. These are vhat we

Irefer to as the amenities of a community.

The first time any of us went through that

sailfish Point. Whether you were to buy a lot to erect

a single family home or whether you were to buy an
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existing townhouse or a miu, this is what you

lgot. Motice I didn’t mention the golf club, because

In any event, all this was provided by the
dcvolop.r. The question is why? The answer is simple,
i.t. vas tu sell property. If they did not have those
lamenities that I mentioned they could not sell property
lexcept for agriculture or wasteland, which is wvhat it
m before. So now, for Mobil 0il to attempt to

recover the capital cost of their utility -- and I'm

on the ocean for a $1.750 million; on the inlet for
1$750,000. S0 clearly, Mobil made an investment and the
ireturn on that investment has come through the sale of
Itheir property and it should not come through assessing

the water users in return for that capital.
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Thank you. (Applause)
COMMISSIONER EASLEY: Thank you, sir. Any
lquestions? Thank you very much, Nr. Kenmnedy,

MR. REILLY: That’s all the vitnesses we have
l1isted at this time.
COMMISSIONER EASLEY: All right, sir. May I

planning to appear at the public part of the hearing

MR. REILLY: 6:00, I believe.

m”lﬂ_ﬂ EASLEY: 6:30 or 6:007?

MR. GIRTMAN: 6:00.

COMMISSIONER BASLEY: 6:00, okay. I'’ll get
th. time straight in a minute.

| MS. BEDELL: The notice says 6:00.
COMMISSIONER EASLEY: The notice said 6:00?
Iwuuk.l.ng if you know of anyone who plans to speak
ton:l.ght? If not, okay.

| MR. REILLY: I thought I would make a brief
|announcement . At one of the breaks, one of the
cmtmncmupnndnldmldth.custmraho
tmiving a bill from the Office of Public Counsel for

our services in this case? And I assured them that no,
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tiufrmgimtoubyﬁi“ntuymtcrmmhor

is that at our pmm,wdo we have constraints on
COMMISSIONER EASLEY: Mr. Reilly, I believe
you have another vitness. Y¥ou have not been sworn,

ma‘am, Or were you sworn? Just come here and have a

mt and we’ll swear you in.

(Witness sworn.)

£ )
T Em

jwas called as a witness on bshalf of Citizens of the

Istate of Florida, and having besn first duly sworn,
[testified as follows:

COMMISSIONER EASLEY: And if you’d state your
name and address for the record, please, ma’‘am.
| WITHESS ALLEN: My name is Monique Allen. I
livo on 6501 Harbor Circle. :

It wvas rqu‘u.nf..d to us that utilities vere
partotth.oo.tottholot. The requested rate

incrmc is absolutely outrageous.
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I bring here a mvun that’s only three
years oid, and it’s hulloﬁeu by the water through and
lvas leaking. We haven’t ll.-l drl.nkl.ng the water since

Is there anyons else who wishes to be heard?
[A11 right. Wnat’s the response on lunch?

MR. REHWINKEL: m ve want to.
COMMISSIONER EASLEY: It’s 11:30. Counselor,
mt do we have in the way of the preliminary matters
{that we need to do prior to getting into the technical
part of the hearing?

MS. BEDELL: We have approximately six
outltand:lnq motions, including a couple of -- one
|formal additional Motion to Amend the Prehearing Order,
and I don’t know if OPC wants to amend the Prehearing

lorder as well.
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COMMISSIONER EASLEY: All right. Can you give

ime a feel for wvhether or not we can get into the motions
and deal ul&motmmlmmlytoaﬁﬁ for a
Itimely lunch break and then we’ll get back? Because I
knovonungctintomotthmuotim, there’s not
goinqtoboagoodbroak:l.ngpo:lnt. And I’m trying to
|figure out whether to do a break now or go ahead and start

|
|

the motions and get some of them out of the way. That'’'s

lwhat I’m trying to make a determination on.
MS. BEDELL: Probably half of the motions

relate to the prefiled testimony.

COMMISSIONER EASLEY: Those will have to wait
until after lunch.
MS. BEDELL: OPC’s Motion to Compel that we

ireceived last night that I have copies for you of now,

COMMISSIONER EASLEY: All right. I’ll tell
lyou what we’re going to do. I just made a command
docision. We are going to break now for lunch. There
ar. motions that have been filed that I have not yet
sun. I will take the opportunity to review those with
Commissioner Deason. And we’ll reconvene, it is now
11:35, we will reconvene at 1:00.

(Whereupon, lunch recess wvas taken.)
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PROCEEDINGS

(Hearing "W. at 1:00 p.m.)

COMMISSIONER EASLEY: We will call the
hearing back to order. Ns. uuu, wvhat are the
prolhinu'y matters, please? |
| MS. BEDELL: lulnﬂnlmn. ve have several
pencing sotions. o
COMMISSIONER EASLEY: All right.
NS. m: We have one motion filed by the

|response to that motion.

| COMMISSIONER m: All right. MNr. Girtman,
lit’s your motion. If you ml.d briefly explain, 1’11 give
[ur. Reilly and Mr. King an opportunity to respond.

| MR. GIRTMAN: M you, Commissioner.

i The schedule vhich has been followed in this
|case regarding discovery and the effort by the Utility

to make sure that all relevant documents are provided

resulted in, at the Prehearing Conference, a discussion
labout whether or not Mr. Reilly and Mr. DeWard would
visit the Dallas accounting offices in regard to
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cort.ain tax documents.
We had presented some final documents that

sailfish Point 8 and Sailfish Point Utility
[corporation. Those were provided, and in our letter
latfording the last of the material that they had
|requested, we made the offer that if this didn‘t
lsatisfy them, that we would be glad for them to go to
[the Dallas office and confirm the fact that the data

Ifrom the M-1s, in fact, made it to the consolidated

never set but it eventually occurred; we worked out
terms of an agreement whereby the office of Public
Counsel would be allowed to view certain documents.
And because of the lateness of that ability for OPC to
view those documents, and our concern about vhether
there would be an opportunity to rebut wvhatever, if
anything, we felt, and were totally confident, that the
issue had been resolved. But if they wanted to pursue

it that’s fine, but we wanted to make sure, you know,
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tnat ve had a fair shot back if they came back with
lonthtng else, and s0 thlﬁ"l wvhy ve requested the
opportunity.

The two people I asked to have added are the
people who were the hosts to Mr. Reilly and Mr. DeWard,
ithe custodian of the documents, and also, one of them
lis the author of the affidavit which is attached to
IMr. Seidman’s testimony confirming how the tax

COMMISSIONER EASLEY: Thank you. Mr. Reilly?
MR. REILLY: Because of the importance of

COMMISSIONER EASLEY: Fine.
MR. REILLY: -- being available for questions
b.cauundohavnqu.utimonamborotthuonom.

COMMISSIONER EASLEY: Mr. King, do you have

MR. KING: I would like it understood that if
these witnesses are permitted to testify and we are not
able to explore facts which are logical and should be
oxplcrod as a result cttlni.r testimony, and I think if

lthey’re going to testify
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come 1nhorotom.ou-nming statements, which
those are obviously going to be, nnd we be precluded
ifrom going any further on #t.. _ :

I think it’s all vrapped up in my request
that these issues, MMIWQmmu

lopportunity to do that, because this was the first time
thcy were raised; because this was the first time the
ruponu wes made to the rqullt that Public Counsel

had made way back in April.

COMMISSIONER EASLEY: You’re not objecting
thon to the addition of the two witnesses; you want to
Imake sure they are rebuttal witnesses and that you have

the opportunity to cross?
MR. KING: No. I want to make sure that I

havemopportunitytohavotﬁ.romdkmmnto
lookatmotth-thlnglthiquomuh.ulklm

about.. The documents that they are tilkinq about, wve
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;
would like to see the documents. I don’t want thea to
bc brought in here and they make sweeping conclusions
about what all of these things that are identified in
tho records that they have produced, portions of the
records they have produced, have identified issues that
go to the crux of our argument. And I don’t want to be
bound, have them come in and testify and me learning
about it yesterday and have no opportunity to prepare
adequate cross examination and rebuttal evidence.

COMMISSIONER EASLEY: Ns. Bedell?

MS. BEDELL: Mr. King, this is just the
llotion to Amend to allow these two people to
pu'ticip-t. as rebuttal vitnesses. We haven’t gotten
[to your motion and the other matters yet.

MR. KING: Well, with all due respect, my

comnt. ig in relation to -=- I can’t treat them

I :
p:l.ccu of paper, but it’s all tied up in the same

issue.

COMMISSIONER EASLEY: Well, Mr. King, let me
tell you that discovery, the process of discovery
stopped when this hearing began. Now, to the extent
that we allow rebuttal testimony by these two witnesses
u a result of the trip to Dallas, they have not

Iprefiled rebuttal testimony, so no one has had the
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lopportunity to prepare.
However, mmtumuapumllum

{[Prehearing. But the cutoff date on discovery, and I want
ovorybody clear on that, wvas when this hearing began. And
IMr. Pruitt advises me discovery does not go forward from
[this point. Is that correct, Mr. Pruitt?

MR. PRUITT: That is correct, ma’am.
COMMISSIONER EASLEY: 8o to the extent that

1H. allow these vitnesses to be added, they will be for

irebuttal purposes. The testimony will have to stand as

weight to vhich it is entitled.

MR. REILLY: Is it possible to make one more

MR. REILLY: Perhaps the Commission has
already made its decision with rendering that about

diacov.ry has stopped, but, as will be argued later in
E
thc other motions, there were revelations discovered at

1
thi.s eleventh-hour visit to Dallas that raised red
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1098 to our office which precipitated cur Motion to

|Compel. Imn’llmmﬁﬂuttin. But I

COMMISSIONER EASLEY: We’ll argus that at

MR. REILLY: =-- felt that obviously one of

{these witnesses has already signed a sworn affidavit as
{to the truth of certain items. And I assume that he

Commission to allow one last verification that could
arguably be carried out after this hearing is conclude.
COMMISSIONER EASLEY: Mr. Reilly, I will deal

MR. REILLY: At tlu proper time.

COMMISSIONER EASLRY: -~ when I get to that

iproblem. Right nov I‘m dealing with the motion to add

tuo additional witnesses. 1I’m going to grant the motion.

Next motion. (Pause)

MS. BEDELL: W¥We have two motions that were

tuod or -- I received ._: copy of last night and this
lorninq -- and they appear to be related. Staff would
mtmwthmmw. One is the
ottico of Public Counsel’s Motion to Compel, and then
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‘ COMMISSIONER EASLEY: Mr. Reilly, do you want
lto 1ead of2? I understand tu-:l- in three -- there is
rully three requests in thlmﬂl to Compel.

MR. REILLY: That’s correct. And I’1l take
|the most important one first, I guess, and that is this
| issue can there be some degres of discovery during or
latter the conclusion of this hearing. And I know that
lthat is not customary to do that, but I want to just

{shortly thereafter. Within one week our office
proparod, basically, the total package of discovery
t.hat ve were going to pursue in this case, and it vas
citiunl First Set of Request for Production of
|Documents.

And knowing we had a very limited time, about
a 20-day window really to accomplish all discovery, we
Iset it up with, in all fairness, with the full
cooperation of the Utility and Utility’s Counsel a

relatively quickly-scheduled visit to the Palm Gardens
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{Center to really accomplish everything we hoped to

accolpnth.
We vent on that trip. Again, a picture is

worth 1,000 words. This is the result, basically, of

that trip. (Shows) We had a productive trip. I’m
1
horo to tell you that the personnel at the Utility

|

worked, I think, cooperatively and with the proper
spirit to get our questions answered. And we
accomplished a lot in those three days on a wide range

lof issues that were in that first request. This little

l
|
Ibit of material represents the only material we
received on one of those important issues, which is
vhat was the tax treatment of th. construction of
plant?

It touched upon some Of the numbers;
virtually no work papers; from my consultant, it was
clearly nothing that he could go on to check off that
issue.

We, of course, followed up our visit with a
letter confirming all the stuff that we had gotten, and
confirming also the materials that had not be received.
And I'm not going to bore you with all the details.

But I have two pages here of communications, basically,

|between the Utility and the Office Public Counsel on

that one -- on those issues of tax treatment.
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| Needless to say, w. during the course of
111 these status reports going back and forth, we

ireceived subsequent materials. Basically, the bulk of
{this is Schedule M adjustments, vhich wvas the Utility’s
lway of saying, "These investments were capitalized and

-old. This is our proof of it, review it." And, of
course, these vere sent to our consultant and he did
{this. This vas all done --

COMMISSIONER EASLEY: Mr. Reilly, slow down a
littlo bit.

MR. REILLY: PFor the court reporter?

COMMISSIONER EASLEY: Well, not just for the
court reporter. You’re losing me you’re going so
fast.

MR. REILLY: Okay. All right. Well, this is
-- these larger materials that really began to get into
the meat of the documentation on the tax treatment came
in on March 25, May 1, and May 2.

Then that brings us up before the Prehearing
vhere we conceded -- our office conceded that these
Schedule M-1s tended to indicate that the plant was
capitalized and was depreciated. However, there was a

concern, since we had no tie-=in, no way to get from

ume purported treatments to the actual consolidated
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tax returns, to see this is what really vwhat made its

vay to the IRS. .

| And that resulted in a letter that I sent to

Ithis tax treatment was. And that’s when Mr. Girtman then
Ireturned the letter to us inviting us, basically, that if
lwe weren’t satisfied to go to Dallas. We made that
decision, we went to Dallas.

I can just tell you in a nutshell that we did
conﬂn, again with the full cooperation of Mr. Olson
and Mr. Lopesz, who, I can report to you, work very well
with our little two-member team to discover, and ve,
basically, did see vhere these Schedule Ns that they
had previously given us did, and the numbers there, did
tit into the other 300 entities that made the
consolidated numbers that eventually were filed with
the IRS. And, frankly, that would have been the end of
it. We’d have gone back to Tallahassee and, frankly,
would have probably checked this off our list.

The problem was: once there, vhile we were
looking at the very files that were identified, and I'm
sure we’re going to, before we’re through with this,

talk about the Letter of Agreement that specified what
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ook at it and what
the scope of our revievw would be. Those same files
ltnat sPoR -- the spuc files and the SPI files that made
lup for that consolidated return, looking in those

tilu, ve came across a mumber of interoffice memos,

COMMISSIONER EASLEY: It’s attached to your

MR. REILLY: I can tell you, I have -~ there
is going to be a line of questioning later when the
wit.mn comes up. I’d be happy to give you that little
pacluq. because I’ll be referring to the same documents
if I can pass that out at this time.

COMMISSIONER EASLEY: Pine. We need to

horten this particular proom as much as ve can,

however. I’m getting ready to give you what the
|schedule is going to be. (Hands documents to reporter
land Commissioners.)

COMMISSIONER EASLEY: All right.

MR. REILLY: There were, by the way, four
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lcritical memos. They are numbered 16, 17, 18 and 19.
I vill make reference for purposes of this argument to

only two of the memos.

COMMISSIONER BASLEY: And that’s the hand-

Ithe page. These are just, again, selected pages from
ithe memos that we discovered in the files.

COMMISSIONER EASLEY: Well, now, after I said

Ithat there are two handwritten numbers at the top of
|some pages. Are you talking about a number 18 with

MR. REILLY: Right. The number -- I see you
have -- I was going to say it’s the circled number but
I noticed on No. 18 --

COMMISSIONER EASLEY: There are two circles.

MR. REILLY: Yeah. There’s two circles.

It’s 18 is the correct number.

COMMISSIONER EASLEY: 18, well, I have two

18s. Are we talking about 18-11 or 18-12, which was a

Ibad year as well. (Laughter)

MR. REILLY: Let me say -- let me just refer

lyou to the third page, if you would. It’s got a
lcircled No. 16 on it. It’s identified more

iparticularly as a --
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COMMISSIONER m: It’s marked "Memo to
File, December 14, 19792?"
| MR. REILLY: That’s correct. It’s identified
ja little more particularly by Mr. Girtman’s response
and this is just Page 3 of tlilt. And I’11 direct your
att.nti.on o the bottom paragraph on Page 3. It reads

lusajlfish Point Utility Corporation, SPUC, will

isentence. "Sailfish will drop land into SPUC and will
ltry to translate its investment in SPUC into its land
hu:l.-."

| So there it seems that it’s being stated as a
m strategy that they will both attempt to contribute
lthese assets, these utility assets, to SPUC and at the
lvery same time attempt to --

| MR. GIRTMAN: Objection. Commissioner,

COMM™SSIONER EASLEY: Well, I think --

MR. REILLY: I’m allowed to argue at this
point. I’‘m arguing my motion.

| COMMISSIONER EASLEY: The point -- gentlemen

FLORIDA PUBLIC SERVICE COMMISSION




11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

: 83
== the point of Nr. i‘o‘tlly_'i presentation right at the
moment is to, I assume, show me the importance of
lalloving these additional documents. So I will allow
:th- oxpianltion without going too far into the merits,
please, alir? |

MR. REILLY: Right. Well, needless, the
{commission will drav its own conclusion as to what
Eth.l. wvords say. But to me they drav an inference and
ammttwommnml strategy of

_aonmnxing 1t on one pntt to the Utility and at the very

ti.n mmcmummmmuozmzm
The only second one I bring to your attention
lwould be, this would be Item No. 17, and it would be

COMMISSIONER EASLEY: Now, this is the one,
{the handwritten memo to file --
#R. REILLY: That’s correct.
COMMISSIONER m:— == January 7th, it
lacesn’t show a date. But it shows "1980 tax rev.”
' MR. REILLY: According to Mr. Girtman, this
1- a 1980 memo to file. It’s apparently dated January
9, 1981. I’m afraid your copﬁgdno'n't show that. It
is a 1981 --

COMMISSIONER EASLEY: Okay.

MR. REILLY: =-- on there relating to various
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MLDC projects. And with reference to the Sailfish
Point project, the very last paragraph on Page 3 reads,

ibe C.

COMMISSIONER nsun You’re on the third

paqo of attachment No. 7.

© MR, REILLY: 17.

COMMISSIONER EASLEY: 17, all zight.
| MR. REILLY: And we're actualiy reading wvhere it
uyl *“Tax Questions No. 3" and then we’re reading C.

COMISSIONER EASLEY: I have it nov.

MR. REILLY: Paragraph C. And it said,
{"In/or 1981 vhen assets and hnd transferred to SPUC,
laash, shoula SPUC depreciate and claim ITC while SPI
lincludes in besis in order to protect audit position?"

Now, I would hate to sven suggest what that

would have been a closed ~- it is an inconsistent
treatment to have capitaliszsed and to have depreciated

those assets while at the same time, you know, doing
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tho cost of goods sold.

Because of these flags and because of
laiscovery of these memos, we became very concerned that
ilwve could look the customers in the face, and say, "“Yes,

we can really check this item off." Because, and I'’ll

1onq ago in ITT Community Development Corporation.

MR. GIRTMAN: Objection, Commissioner.
COMMISSIONER EASLEY: State the objection.
MR. GIRTMAN: Nr. Reilly has a case before
Ihim and wve need to treat that case.

Now, if he wants to paint with such a broad
Ibrush with innuendo, then I suggest that it might be
|fruitful some other place. But this really is not the

COMMISSIONER EASLEY: Well --

MR. REILLY: Could I respond to that before
you rule?

COMMISSIONER EASLEY: Very briefly, Mr. Reilly.

MR. AEILLY: Very briefly, I want to make it
perfectly clear today that I’m not casting any
accusations. There is a question that has been raised

that needs to be resoclved. I have no preconceived
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conclusion as to what we will find when we carry out
iwhat I think would be a four to eight-hour investigation
of this documentation that needs to be checked on.

I can’t venture a guess. I’m not saying that
[this -- that Mobil has, in fact, done what they say
thcy contesplate -- they appear to say they
contupht.d doing. I’m just saying, in light of this
tnct, it would have been very easy for Public Counsel

the rug.” But I just simply could not do that, and I
thought it was approprlatsly‘ brought to this Commission
{to do with it what it would choose to do.

COMMISSIONER EASLEY: That’s a slightly

MR. REILLY: No. Because I only touched on

thoomiuu-. I have for touch on the other two.

COMMISSIONER EASLEY: That’s right. I’m
almost separating these into thres motions.
MR. REILLY: Well, basically just to conclude

COMMISSIONER EASLEY: All right.
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MR. REILLY: It’s a terribly important issue.

m:omthu.urimrdtm.ldo--x'-vm

nindtul of wvhat Mr. -- you know, what has been said

i
|
|

labout discovery, that is normal. Obviously, I‘m

Inopeful that the Commission can also be advised that it

jafter the hearing.

has been -- that certain items have been kept open even

COMMISSIONER EASLEY: Tell me specifically
lvhat this motion seeks to do.

MR. REILLY: Imglukmt, upon the
conclnsicn of this hearing, tlnt because of these red
tltql being raised, that th.ﬂtic. of Public Counsel
he permitted to go to the offices of Nobil Land

l
|Development Corporation, right here in Palm Beach

|Gardens, and just double-check the calculations that
imake up the cost of goods sold for SPI only for the
years 1980 through 1984.

COMMISSIONER EASLEY: And then do what with
the information after you get it, if it’s after the
hearing?

MR. REILLY: If it be after the hearing, we
would submit the results of that investigation, which
might be that it confirms everything that the Company
has said is absolutely correct. If it does not confirm

it, then obviously the Utility would be given an
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opportunity to rebut, and the Commission itself, heaven
forbid, could even schedule a very brief hearing in
{Tallahassee for the sole purpose of receiving oral
arqunnt. But an oral argument would not be
mccsnr:l.ly granted. It would be just like briefing.

MR. KING: Thank yoil, Madan Commissioner.

| I think this whole topic brings us right to
tho crux, certainly, of what the intervenors’ position
1- in this case. And what you heard from the customer
|testimony this morning, which was I thought, very
articulat.cly stated, that they feel that they were
promised, and we contend that the documents show and
are consistent with such promises, that the entire cost
of these utilities were contributed by Mobil to this
development as part of the infrastructure of this

development. We have. Now, that I sawv yesterday for
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ithe first time, and let me back up just a minute.

| We did not get into this case officially
untn May 9 vhen the order was allowed allowing us to

intervene. By that time, Mr. Reilly’s attempts, and

We had hired beforehand an accountant to help
us. When we found out Mr. DeNWard was going into these
kinds of things, we talked with Public Counsel

laeliberately, did not go into those because, as Mr.

lwhat I would say is what his argument was.
So in a attempt to avoid that, we agreed that
llr. DeWard would go ahead and look at these accounting

issues, and, frankly, his initial response, as I

undcrstood it, would be it looked like they’d given it
propcr accounting treatment. But there were some

things they had not yet seen, and Mobil Land and Palm
Beach Gardens said they were not available, they vere
going to get them from Dallas and they would make thea

available.
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Now, what happened I understand they never --
appnrontly were not made available sufficiently and
tn-y went to Dallas. Dallas has now produced -- the
Utilitymmldomt.thﬂ: it has chosen to
expurgate certain portions of that relate to Sailfish
[Point, the developer, which is inextricably involved in
thil vhole rate case.

COMMISSIONER EASLEY: You’re on your Motion
to Compel now, Mr. King.

j MR. KING: Yes, ma’am, I understand. And I
lvant -- I mean, this is the crux. And if the
icommission doesn’t get anything but this, then I will
havo done my job, if you get this.

COMMISSIONER EASLEY: Well, we’re on the
Izirst part of the motion is what I’m trying to remind
jyou of, that’s the --

| MR. KING: Well, I’1]1 take this from my time
| for the second part if it’s okay.

| COMMISSIONER EASLEY: All right.

MR. KING: My point is that here we find in
[their own documentation that the Mobil people sat some
pl.aoc, sometime in West Palm Beach, some place in

IDallas sometime, to talk about exactly the thing we’re

|
|

Ifacilities were to be contributed to this development

|
|
|
|
|

talking about here. And that is, whether these
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uputotthoeoltotmmluuunlu. They had
Imeetings about it, they talk about meetings that they
Ihad about it. They make reference to studies sbout it.
'rhoy also go ahead and have m self-serving
Istatements that say, "Well, we abandoned all of that.*
I contend that we have a right to go into
[vhat has been divulged by these documents. I further
contend that no due process that I‘m aware of should
|permit the developer in this case -- Mobil, whoever it
is, sailfish Point, SPUC, they’re all intertwined --

[Mobil has chosen to treat their taxes as a consolidated
tax basis. It’s chosen to make these memorandums with

roqard to other pecple. We did not do that.
\
|

And I think no due process requirement of
which I‘m avare would permit a party to come in on the
day, the eve of trial, and say, "Okay, I’m going to let

|

lentitled to see any more of it and it’s too bad,
J

you see just what I want you to see and you’re not

because it’s the day of trial and just tough. We just
can’t -- you just can’t deal with it." And if that’s
Ithe kind of due process that we get before this
Cmillion, I think it is in error and I do not think
(it should be allowed.

Now, whether m can deal with that by merely

adjourning these proceedings until we can have an
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opportunity to explore th.‘llllll ¥e may come out and

i£ind that, yes, thoy'uah‘idmzr right. But until
mm.ﬁjm, rmmmmmtmm-.
adjourn the m. M'n possible, and then

Now, that’s what, basically, I think needs to

Ibe done. And I just think it would be == this is the
vorycruvhuthnnn’n uutnmm. And for
thu to come in on the day befors trial and say, “Here,
u'rc going to give you thum but yet we show you
lin here that we talked about it, but we abandoned
that,' I think it’s auoxmiy'w to permit that
kind of tactic in these kinds of proceedings.

CONMISSIONER EASLEY: Thank you. Mr. Girtman?
MR. GIRTMAN: Thank you, Commissioner. At

2:39 yesterday afternoon, I rmhnd the fax of a
[Motion to Compel that vas signed by someone for Stephen
c. Reilly and I just want to confirm for the record who
[the signatory for is, first of all. Who signed it?

MR. REILLY: Of course, I was already here at

COMMISSIONER EASLEY: I understand.

MR. REILLY: So it was generated in our

loffice and, of course, faxed to everybody to try to
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lgive as quick a notice as possible. I have a hard time
Imaking out that signature myself, but I believe it is
Rict. Mann who is an attorney in the Office of Public
lcounsel. And it is our practice to sign pleadings for
attomyl that happen to be out of the office.

COMMISSIONER EASLEY: All he asked was who it

MR. REILLY: I mtm that’s Rick Mann.
COMMISSIONER EASLEY: Thank you.

MR. GIRTMAN: Ny second question is just to
conﬂrn for the record that this is your motion and

Ithat, had you been in Tallahasses, you would have

signed this motion?

MR. REILLY: Absolutsly, yes. (Pauses)
MR. GIRTMAN: Okay. Commissioners, if I had

response to this document. I know there are very few
p-oplc here that are concerned about it, but vhen I
|

|received this document and I read it, in my 17 years of

practice of law, I have never been so disappointed in
reading something that has been filed in a legal

If I had an opportunity to have filed a
written response, I could have more clearly provided a

prcscnt.ation on it -- certainly, more clear than I can
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| mm.m?uy.hmmm,
las you have noted. And I vm deal first with just the
fir-t part. _ :
| COMMISSIONER BASLEY: Limit it to that at

Ithis point, please, ur. Girtman.

| MR. GIRTMAN: I will. The Pirst and Second
Requests for Production were fully complied with in a
itimely manner, and there wmonly two or thres reguests
lvhich the vtility found objectionable out of all of the
numbers and volumes of documents which Mr. Reilly has even
ishown yon today. _

What they are requesting today was never in
[the first or second requests, nor is it in the third
roquut, for that matter. I would like to recite for

lyou, and I will do it as short as I can, the relevant

The case vas filed in December 1990. MNMarch
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OPC’s riutmuut rrhun;_, objections were
Iauduponﬂutmttht&qd“mthlnth-
mm-«-umw However, despite
lthe objection, the Utility stated that they would try
togotthummq_th-____.
By telephone m. the Office of Public
Counulvugimthcmitymmdltuﬂny
mua,mnm,mmm.umtomm
wumumm,umumum
Pointtomltn.thlpllut Mwm
mm,Mthm,MMt
ltheir lawyer. S -
mmmuuummmtnu
cau,dunotcu-ulotdimnymuhlvo. I

ordimruy would not allow cg opposing attorney and CPA

l1etter, he made what I thought vere some at least
nisinto:prmtim m :I: thy responded to
lthose, which 1711 mention in a minute.
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for Production. oOn April u,m Utility filed another
lgeneral objection, reciting that it did not have the

ldocuments but it would try to get them and provide them
{to opc.

As a part of that second objection, there’s a

|second Request for Production of Documents, and I
{submitted it April 19. m 3, "By hand delivery
on April 11, counsel tarmmnity ﬁuim OPC’s
|1etter datea April 10 .mmm receipt of certain
docunnu in response to mcu.um Pirst Reguest for
lProduction. The Uility objects to representations in
um: letter that any documents or informstion would be
[made available except mn appropriate discovery
[request. The Utility’s counsel did mot attend the
|tnree-day aiscovery visit to the Utility so as to help

| improper discovery regquest made directly to an employee
util:lt.y-ulaud personnsl regardless of that person’s
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|response. The Utility further requests that any

| Although it is not required by the Rules of
civil Procedure or ﬂn rules of this Commission, having
ldealt with the problems of discovery in similar
circmunm, I took it upon myself to file a status
roport periodically during this preparation of the
dmutohmum. The first status
ireport, April 19, recited that most of the documents
had been provided April 1st through the 3rd during
their visit here in Sailfish Point. (Pause)

| The second status report recited that most of
the documents had been provided April 24th and 25th.

It was filed April 25th.

Our third status report, filed May 2nd,
roc:ltod that most of the documents remaining or the
docunont. remaining had been served May 1st and 2nd.
| Now, it is significant to note that in the
|third request -- excuse me, the Utility’s Third sStatus
Roport of Respunse to Citizens’ First and Second
Requests for Production, it, like the other two status
reports, recited first all the documents that had been

provided since the previous status report and when they
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wvere provided. !ﬁ.‘tiéiiggjguuaﬂ and third status
reports also at the end rnélt. all of the remaining
documents which had yet uu provided in the First and
Second Reguests for Production filed by OPC.

In that third_ltltnn report dated May 2nd,
1991, the last paragraph states, "In conclusion, the
Utility’s response to OPC’s First and Second Requests
for Production has been completed.” May 2nd, 1991.

June 17th, OPC files its Third Request for
Production based upon its visit to the Dallas Accounting
Offices on June 13th, which wvas based upon the Lestter
Agreement of June 12th.

On June 21st, Mr. Reilly -- vhile I wvas
trying to prepare and finalize and get all these
documents together and get my client to waive any
confidentiality questions on the documents other than
16 through 19, to waive attorney/client privilege, to
waive accountant/client privilege as to those matters
in documents 16 through 19 that were relevant to this
case. I succeeded in doing that.

This company has been very forthcoming in
providing infcrmation, in being receptive to the dates
requested, providing people to find the documents, find
the information, provide it to OPC, explain it to OPC

where they had a question. I offered for them to go to
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Dallas to look at thoss records if they couldn’t be
satisfied that the N-is that were filed with the tax
returns, in fact, got to the tax returns.

While I was doing all that, Nr. Reilly called
me by telephone with a friendly request, he wanted to
have an acrountant go into the MLDC offices in Palm
Beach Gardens to confirm that the operating expenses of
the Utility had not been written off as a cost of goods
sold. That was a reguest. That’s wvhat he wanted.

At first blush, I couldn’t understand what
relevance how those expenses might have been treated --
they’re expenses, regardless of where they go or what
they do. But regardless of that, I had gone through
two days of getting everything together to give to the
office of Public Counsel. I had deferred preparing for
this case because I was trying to deal with and get all
this stuff approved and released so that we wouldn’t
have accusations and innuendoes about hiding something.

On June 21st, I filed our response to the
OPC’s Third Request for Production. And in the process
of doing this, I had tried to find a way to speed up
the delivery ard not have to come to the Commission and
ask for confidential handling. In the process of
drafting the June 12th Letter of Agreement for the

visit and in subsequent considerations of how to get
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information to them, it had been my thought that
document in mmm have to have
something blacked out, I mu have Nr. Reilly come to
y office, I’d sit one set dum hers, I’d sit one set
n there, and let him see that it didn’t relate; it
not relevant to this case.

When I found out that the four documents in
on were covered by the attorney/client privilege
and the accountant privilege, I won’t go into all my
, but it made it impossible for Nr. Reilly --
for me to have Mr. Reilly to come to my office and
confirm that because it would, in fact, constitute a

On June 25th, I received Mr. Reilly’s Motion
to Compel. On our conversation last Friday, I objected
to his reguest, informal request, to go down there. It
was not based on any written discovery. He insisted.

And it was my understanding he probably filed a motion.

I called the head of the Office of Public Counsel and

co-plain.dubout itboomnctﬂ_u late discovery.

I got a call back from the head of the Office

fot Public Counsel and, after discussions within their
otﬂ.c., they had decided that since this vas a late

Irequest, they would not pursue it. MNr. Reilly’s words
|land the head of Public Counsel both said, "We’ll save
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this for next time." AR :

Nr. Reilly ca_n. to wo!ﬂ.u subseguent to
that and confirmed again that it vas late.

Had nothing to do with all of this stuff in
this Motion to Compel.

As I said before, the Utility has fully
complied with the Request for Production No. 1 and No.
2, and it stated so in its May 2nd status report. His
Motion to Compel was filed June 25, one month and 23
days after we had finished filing and had stated in our
status report, "This is all there is, we have complied
with your request.” There had been no ocbjection; there
had been no compliant; there had been no telephone call
to me, "We need more stuff.” One month and 23 days.
And here the day before the hearing, I get a motion
faxed to me that reads the way that thing does.

Now, I’m getting pretty close to the end, it
won’t take a minute or two.

COMMISSIONER EASLEY: You'’ve covered two out
of the three, by the way.

MR. GIRTMAN: Have I? Okay, excuse me.

I think I’ve said enough on that.

COMMISSIONER EASLEY: All right. Ms. Bedell,
do you want to get in on this?

MS. BEDELL: I don’t need to add anything
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more.

COMMISSIONER EASLEY: Thank you.

MR. REILLY: Do I have any opportunity to
respond to all that was said?

COMMISSIONER EASLEY: Let me ask a question
before I give you the opportunity to respond extremely
briefly. Let me tell you all, we have just spent 45
minutes on the first part of this motion and we’ve got
a problem if we’re going to go at this speed on the
rest of this. I just want to call this to your
attention.

Let me ask you, Mr. Girtman, would you be
able, since you’re producing some rebuttal witnesses in
addition to those on the Prehearing Order now, would
either one of those witnesses or another individual
from the Company be able to answer any guestions that
have been raised by OPC in their motion concerning
specifically the inconsistent treatment, apparent
inconsistent treatment by Mobil in the costing and
putting the assets into the utility?

MR. GIRTMAN: H@lhav. Mr. Olson here, who
provided the affidavit. Mhill going to testifty
about the tax treatment, how it happened. Now, the
problem with these documents -- and I knew there would

be a flail with Mr. Reilly on this stuff and I saidqd,
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"Disclose it, there is nothing there that hurts the
case, disclose it.” And they did.

COMMISSIONER EASLEY: Well, the answer to my
gquestion is somebody is going to be here to respond to
guestions on those two specific areas that have been
raised by the motion? 1Is that correct?

MR. GIRTMAN: Yes, ma’am. He’ll respond. I
do want to clarify one point.

COMMISSIONER EASLEY: Okay.

MR. GIRTMAN: And that is my concern, and I
won’t go into it in this proceeding, but my concern
about the fact that these are privileged documents.

Mr. Reilly suggested that maybe the privilege had been
waived, but I’m not going to go into all opf that, but wve
claim it wasn’t vaived.

We wvant to give the Commission everything
that’s relevant and perhaps -- let me ask, maybe we can
focus on this thing and get right to it if Mr. Reilly
has got a concern or a thought or something. When he
was in my office, he pointed to -- took it down the
hall and looked at it and came back. Pointed to, I
think it was Document No. 17, where there’s a name
Sailfish Point, Inc. that’s blank on Pages 1 and 2.

And he said something about it contains something, he‘d

read it, contains something and I don’t remember
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jexactly what it was. If you’ll explain to me exactly

vhat it wvas --
MR. REILLY: We will get into No. 2 any time

the Commission wants to do it, but are we still on 17

COMMISSIONER EASLEY: Well, I think we’ve been

|into it for a few minutes, Mr. Reilly. I’m going to give
lyou an opportunity to respond to No. 1 and No. 2, and I
jhope you can keep it brief because I have a suggestion, in
fa few minutes, that may get us out of here.

MR. REILLY: There vas -- let me say wve
alvays like to treat pecple fairly and there vas a
legitimate concern in our office about any eleventh

hour discovery. You know how we’ve gotten into it

|because of the Dallas trip. You’ve sav what we found.

Again, sweep it under the rug or go with it.
So, frankly, we had a practical problem. I

didn’t even have an accountant. Mr. DeWard was going

jto be in Nevada that entire week. So we were able at
|the end of the week to find an accountant who could go

in there and do that.

The issue about him calling Jack Shreve up to

lget him involved in all this, I don’t want to get into
jall that except to say that, of course, Mr. Shreve
didn't have the benefit of the full information. He

limplied that we that surely could have gotten this
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;1ntotnntion on the cost of goods sold wvhen we were down

lon the 1st to the 3rd.

When Mr. Shreve had the opportunity to talk

?to Mr. DeWard and myself and found out what we did

jroccivo there and after our request -- like I said, it
lwas a very productive trip. Everyone -- there’s been

general cooperation. We’ve not been before this

{Commission in this case seeking Notions to Compel. And
I mean that says a lot. Our office does that when we
jcan’t get what we need to get. 8o I won’t even
idisagr-. with a lot of what he has said today about the

{£1ow of all this.

I do take exception with his statement that

las of a certain date we hereby certify that everything
|is settled and we have given you everything wve have.
ine neglected to mention that I did respond to that
;ltatclont by the Utility saying that you didn’t and, of
icour-e, it was as a result of that letter that we went

ito Dallas.

MR. GIRTMAN: No, sir.
COMMISSIONER EASLEY: Hold it, we are not get

this started. I will not permit it.

lon the 11th hour. But it was so disturbing and, again, I

wasn’t allowed to bring out that we have faced this is

FLORIDA PUBLIC SERVICE COMMISSION
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iprior cases where this kind of double treatment had
_happ.nod and I just could not swvesp it under the rug.
COMMISSIONER BASLEY: Mr. Reilly, would you
ladaress the second part of this as to the four documents?
MR. REILLY: Okay. Supplying the deleted
?languaqo?

| COMMISSIONER EASLEY: Please.

MR. REILLY: Here we’ve got a "He said/they
:-aid* business. Basically, what he told you was my
jlunderstanding, too, that he was doing what he could to
.nakn this as streamlined as possible to avoid
lconfidentiality problems, because we agreed that, to
:tho extent anything was proprietary business and wanted
Ito be handled in a confidential manner, that would
{something we’d be -- I’m talking too fast, that we
vould bring to the Commission. 8o all that vas
fund-rntood.

| But he made a lot of statements about vhat

Ifairly quickly. If you will turn to that, that would
[be his Exhibit B on his rather lengthy "Utility’s
|Response to OPC’s Third Request for Production.”

In the first page, it says, referring to an

|
i
|
|

iearlier letter, it says, "If after receiving the
|
|
i
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addit:l.onal confirmation here, you feel it’s necessary,
your wvitness will be provided access to the tax returns
at Mobil’s Dallas office for all years relative to the
Utiuty so that he can confirm the inclusion of
|schedule 1s,” which Mr. Girtman mentioned many, many

|

and any other relevant information he wants to examine

tuu wvas our supposed sole purpose for going there,

was the letter of understanding.

| Please go to Page 2 in the top of one, two,
three, four, five lines down, this is again talking
labout in addition to separate -- this is what we’re
igoing to look at. In addition to this Schedule M, all
[that’s talked about up there. In addition, you will
look at the separate return files and related
lworkpapers for Sailfish Point Utility Corporation and
Sailtish Point, Inc., which were the very files we didq,
in fact, lock at when we wvere there. And it was in

those files that the memos were found.

And final argument on scope is to me the most
important sentence of the entire Letter of Understanding;
and that is we have said that you are going to look at all
these things that we think will solve all these probleas
but we understand, this is the last sentence in the first
paragraph on Page 2, "We understand that the Public

Counsel is attempting to verify the final tax treatment
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given to the construction of utility plant in service at
Sailfish Point.® Therein lies the scope of this discovery
land it wvas well within that scope, well within the proper

files, that we discovered these memos.

Now as for waiver. I do believe, and you’ll

iremember -- here’s this next paragraph that dealt with

th- issue of wvhat we’ll do once we’ve identified what

{ve vant to have. And he will go through confidentiality.
I do not believe that that paragraph there is operative on
|the issue of labor. I think that he said he was concerned
ithat my even looking in his offices at thc material that
wu extracted versus the material that was not -- that my
-or. looking at that would cause a waiver.

Guess vhat, I agree with him. It does.

iThat’s what the law says. You know, if you voluntarily

laccountant/client privilege.

I contend that when they gave us the files
that we were supposed to look at and they put those
memos in those files constituted a waiver. Whether you
accept that argument or not, Mr. Girtman in his
response, if I can find it here, he waives it again.

Let’s look on Page 2 of his Utility Response
to OPC’s Third Request for Production, Paragraph 4. He

says, one, two, three, four lines down, "hereby agrees
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lto a 1imited waiver of attorney/client and
accountant[cnont privileges as to those four
ldocuments,® this is documents 16 through 19, "only to
Ithe extent that the four documents relate to Utility
lassets currently or previously held by Sailfish Point
Utility Coiporation or Sailfish Point, Inc., but not as
to any other subsidiaries or as to any other matters
unrelated to the Utility at Sailfish Point."

When I -- it did happen. When he gave me the
materials, I thanked him for them, I was walking down the
nun. If first darned thing I did was I pushed to some of
|the memos, and I came across "Sailfish Point, Inc.®
Iblotted all cut. And I went back to our Letter of
lunderstanding that said if it had to do with Sailfish
Poi.nt, Inc. -- and by the wvay, please understand, ve'’re
[talking about 1980, ‘81, ‘82; Sailfish Point, Inc.
owned, operated constructed the utility assets in those

years. If the project Sailfish Point, Inc. is not

8o I contend, unlike what he suggests, that
our narrow objective was only for Schedule M, you know,
|carry-through, which we did investigate and which we
did confirm. I contend the Letter of Agreement as well

as his response makes it clear. What I had understood
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--aﬁ!mwuttﬂmphmumvnlm
other entities in here, and I’1l wrap this up. There
u-o other entities in some of these memos that are
|clearly Brickton, suvannee Creek, that’s what I thought
he wvas going to white-out vlun he says, "You won’t have
to review it."

| I said "Pine. I don’t have to review that. I
|can see that that doesn’t have to do with our
lproceeding.® But you’rs telling me a 1980 document on

COMMISSIONER EASLEY: All right, I‘m --

MR. GIRTMAN: If I could briefly respond,
c::uiu:lonir, I think I can Inl.p out this.

COMMISSIONER EASLEY: We’re going to have to
uko it real brief and it had better be helpful. |
| MR. GIRTMAN: All right. When Mr. Reilly
|came back into my office concerned about Document No.
117, the Sailfish Point Inc. nt&m. he said he had
read it and it was relevant. Okay. I figured I’4d

better follow up. So I did. I made some phone calls.

I said, "Look, Mr. Reilly says there’s
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isomething in there, he says it’s relevant to this case.
Itlwmmmmxm'tdommuoomim

ithe Commissioners that’s not true, then we are just

with the Commission.
COMMISSIONER EASLEY: All right, vhat I‘m
lgoing to do: Number one, I’m going to defer the ruling

lon the first part of the Motion to Compel. The Company

ot the questions. After the completion of that
tutiuony, if it is necessary to renew the motion, I
vill deal with the motion at that time. It may not be
mcuury to renew that after that cross examination is
lover.

As to pages of memoranda and notes numbered
116, 17, 18 and 19, I wish to be provided specifically
lwith those pages now. I want to see the expurgated
copyandxwmttomthoutuncopyandlvin rule
on thea page-by-page.

MR. REILLY: A 10-second comment. Please
understand, ve were looking at these in Dallas real

quickly and I can’t tell you today whether that
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iparagraph reading, you tnw,t!. 1:" fact, relevant.

' COMMISSIONER mi Nr. Mlly, that’s vhy

fI'm asking fummmwvlmny from
lthis discussion that I can figure out how to rule on

MR. REILLY: Ner I. .
COMMISSIONER EASLEY: I’'m going to look at

ithe pages and make a nuaq-.’i., ‘We’ll take a tivo-unuto

rmvhihvogotﬂup-ﬁ

MR. GIRTMAN: mm, could I ask?
Just a moment. I nudtom QM call -~
COMMISSIONER EASLEY: We will make a

Iten-minute recess --

MR. GIRTMAN: Aaﬁuovidcittoyouin

(Brief recess.)

COMMISSIONER EASLEY: Let’s come back to
Mr. Girtman, I understand you bring the stone
MR. GIRTMAN: They’rs about that heavy,

COMMISSIONER EASLEY: That’s what I figured.
. GIRTMAN: 1It’s sometimes difficult to get
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Ihold of these folks, and when you do these tax people
lare most reluctant to let any of their documents out

I have been in communication with the
appropriate personnel and they have consented to

ipresent to Commissioner Easley, in camera, for

uchotmmw. these four documents,
No. 16, 17, 18 and 19. It is our understanding that if

discovery; and if not, it will not be made available in
response to the discovery.

Quite frankly, we ourselves had thought about
the question of presenting to one of the Commissioners,
or the Commissioner’s attorney, these documents for an
in camera examination. The guestions arose as to
uaim of the privileges, and ve were also concerned
about improperly putting a burden on a public official
|to make a decision in this kind of forum under these
circumstances because we’re convinced that none of
these paragraphs are relevant to this proceeding.

We do ask that in the consideration that when

ithe judgment is made, that due consideration be given
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request a proper high standard on applicability, and I
wiu now present you these four documents.

| COMMISSIONER EASLEY: Befors you do so, Mr.
Gi.rmn, let me ask specifically the confidentiality

land the reason for the in camera that you are

MR. GIRTMAN: We don’t waive any right. We
clain thea all.

COMMISSIONER EASLEY: All right. So the
issue -- the bottom line issue then is relevancy, and I
will have to make a determination of number one, as to
relevancy; number two, vhether or not proprietary or
attorney/client prevails.

Mr. Pruitt, tell me the procedure for dealing
with this now.

MR. PRUITT: I think this will be a first
impression procedure with the Commission at least.

COMMISSIONER EASLEY: I should have known the
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answer to that one. (MW)
MR. PRUITT: Anyvay, I don’t know how much

[time its going to take you to do that. You might want
lto do that overnight. |

COMMISSIONER RRILEY That is not a bad idea.
MR. PRUITT: mlau could do that, and

Ithere’s nothing to mtm from ==

COMMISSIONER EAGLEY: The only question that
comes to mind is, is there a way, say, rather than
doing it overnight alone, m I may have guestions,

andrmmtth'oattm-mmhmttor
mchmlnmmun.

MR. PRUITT: There’s no question about that.

| COMMISSIONER EASLEY: So that I could ask any
quut.:l.om I needed to ask for cmiflutlon.

MR. PRUITT: Absolutely.

COMMISSIONER EASLEY: In that case, I think
what ve’ll do -~ I had phnnld to break at about 5:00
tor supper, figuring that we would then come back for
lthe customer hearing at 6 and continue on with the
t.chn:l.eu aspect of this hearing, which we haven’t
qot.ton to yst.

; I think what I’11 do, instead of interrupting
at this point, and doing an in camera, would be at 5:00
fwe will do an in camera on the documents. Can you give
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mm: Once you get the first
eouplo of tnllap tt'liotnl to be easy after that?
MR. cms Not .M:I.ly.
COMMISSIONER EASLEY: Ah-hah.
| MR. GIRTMAN: I would think that -- most of
ltne things, 1ike Nr. Reilly said, they relate to
dov.lopuntl, some of them out of state.
COMMISSIONER EASLEY: All right.
MR. GINRTMAN: So that should be very simple.
COMMISSIONER EASLEY: 8o we should be able to
finish in the hour between then and the customer
[nearing without too much difficulty?
MR. GIRTMAN: m:w a half hour.
couumoun EASLEY: Probably a half hour?

iruling on the second part of the motion. We will hold
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ar in camera hearing at 5:00, at wvhich only the
attorneys and the Commissioners wvill be present.

MR. GIRTMAN: MNay I have our tax people from
Dallas with me, becsuse they can perhaps assist me.

COMMISSIONER EASLEY: I think they have to be
since -- the only other personnel would have to, if
it'.-mytrﬂm“mmmm
would have to, as I understand in camera, be instructed
utoth-oontu-ntuutyotwthmmnormrdtn
{that proceeding mb'joct to th..lmilt. penalties
Ifor disclosure of anything so heard. So it would be
1mm to those pecple specifically necessary and a

|
|

MR. GIRTMAN: Cosmissioner, I‘'m hearing
-outh:l.nq I have concern about. Are you suggesting
that ve give copies of these to everybody?

COMMISSIONER EASLEY: No, sir.

MR. GIRTMAN: Oh, m »e, okay.

COMMISSIONER EASLEY: I am not suggesting any
such thing. At this moment I am not suggesting
anything. I m trying to deal with the logistics of
getting into this and dealing with who is going to
physically be present. We will deal with who gets to

|
|see what when we get there. I’m not going to try and
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MR. GIRTMAN: Okay, for my part there are --
ityoumtth.mluotﬂl‘.
COMMISSIONER EASLEY: Not now. We’ll do this

MR. GIRTMAN: Okay.

For the record, I would
like the record to mmmt because we’re doing all
' n draving my offer to

CONMISSIONER m; 'All right. How about a

Iredacted copy of their notes to them?

MR. GIRTMAN: !l;optahluot it is, and wve

lp.nt -= I spent all day'ono'm working with Nr.
[Reilly. We went through ten drafts of the letter
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[betore ve agreed upon mm—- upon which OPC would
go. Mommdtmﬁﬂm. It vas merely a
lrequest to go to Dallas mmm that the N-1s had
gotten into the molm tax return.

COMMISSIONER EASLEY: Okay.

MR. GIRTMAN: We went through that and set
torth specifically -- let me get to the page.
COMMISSIONER EASLEY: Do me a favor both of
lyou, let’s not rehash the entire Dallas trip.

| MR. GIRTWAN: MNo. Okay. On Page 14 of our
|response, Paragraph 17, our June 12th letter agreement
[or them, to visit, it says: "Although OPC may request
thnt certain pages be :I.doutiﬂul for possible further
lconsideration in the referanced utility rate
prooo.ding, OPC will not eopy or othervise transcribe
my portion of Mobil’s consolidated tax return, or any

portion of SPUC’s or SPI’s ssparate return files, or

1ntomtiom derived therefrom."

| Apparently, Nr. m dian’t fully

| inderstand ths il o ME crsstaiE: because he
oxpoctod to leave Dallas with a bunch of documents,
notuandlbuncl:otthinqo. And vhat he has done, he
lhas, in violation of this paragraph, he has transcribed
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agreed he would not do, mmmlddo

COMMISSIONER EASLEY: MNr. Reilly?
MR. REILLY: PFirst of all, that is not true.

Iwe aida not believe that we were going to leave Dallas
lvith either our notes or the copies or anything. We
mmmtum“mmmmtmm

would be left there for them to review to determine

lconfidentiality and so forth.

Secondly, I think we need to read a little

lfurther in the letter of understanding.

It vas our understanding that we would --
that, in fact, we would prepare a list and, basically,
how it happened is from the time that we were there,
Mr. DeWard began a list of items that he would either

|A, need a copy of, or B, to keep them from the

discovery of the same type o! material. So his is
basically like a list that will be provided to Nr.

lolson during the June 13th, identifying each page and

document within which it is located. His quote,
unquote, "list" was, I guess, a little more than a list
because if it wasn’t an item that he specifically asked
for, which showed up on those 1 through 34 items, he

would say, "don’‘t need a copy of this, it’s just --
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“and, by the way, let me explain also in the

duplicative, the fact that a lot of these documents

wvere -- he made a big deal out of the fact that they

lasxea for copies of things they had already gotten.
That’s good news for the Utility, that’s why we went

there was to see that this was duplicative. 8o, for us

not to duplicate that, he made a little list of

notations for the list contemplated in this agreement.
It wvas our understanding that so long as it

lvas relevant and it was within the scope of this

discovery that, of courss, We would get our list back.

COMMISSIONER EASLEY: Well, there’s a

laifference between a list and transcribing or copying

information from documents that you’ve looked at. Now,

{I‘m having a little trouble here because I hear you

talking about a list and I hear Mr. Girtman talking

about something slightly more than a list. Am I going

|to have to look at this one, too?

REILLY: I honestly have not looked at

lthis list/documentation. It‘’s my understanding that

both is on theres.

COMMISSIONER EASLEY: Well, now, Mr. Reilly,

if you haven’t looked at it, I don’t know how in the

world you’re going to defend it.

REILLY: I defend it because Mr. DeWard
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Ihas told me what his list/documentation -- he said it

included both. It’s my understanding, if I’m
characterizing it, he would make a list of a certain

docul.ntam.ay, *need copy of." And then, another

mt,mmdniudm.m“y, *"do not need a

copy of."

COMMISSIONER EASLEY: Let me get you to the
bottom line. Mtuityd'ualkiutﬂr back, are

lyou asking for the list of documents and not the
lcopies, or the transcriptions of the contents of those
documents? Is that vhat you’re asking for?

MR. REILLY: I believe we’re asking for and,

it'a totally appropriate, WIy relevant, to get a
copy of his list/notes. And there’s nothing in those

-- there should not be anything in those notes that

lwould be something that would not be discoverable.

COMNISSIONER EASLEY: All right. Would you

ihave a problem -- because as I read the agreement the
|Company was to review those notes and decide what was

iproprietary, vhat was not and then return thea to you.

MR. REILLY: Precisely.

COMMISSIONER EASLEY: Would you have a

lproblem if the Company locked at that list/notes, and
lexpurgated those sentences that appear to be
|transcriptions of the contents of the documents, and
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thon return to you the list/notes that they have left?
| MR. REILLY: Well, I would say, A, I would
Inot have a problem with that; but, B, the letter said,
'1! there wvas a problem of confidentiality and they
lclaim confidentiality,” we did not at that point waive
rmr right to argue before this Commission that it is,
in fact, not appropriately subject to confidentiality.

COMMISSIONER EASLEY: That’s what I‘m asking
lyou for, Mr. Reilly. I‘m asking you if that’s what
you'to trying -- I’a trying to figure out what you guys
want me to rule on here when I don’t have anything in
ifront of me.

MR. REILLY: If they could give us everything
that they feel they can give us short of
lconfidentiality, and identify those items that they
rul is appropriate for that, we would like to get

COMMISSIONER BASLEY: All right, I’m prepared
Ito rule, Mr. Girtman. Do you want in on this?
MR. GIRTMAN: Yes. I certainly do.

COMMISSIONER EASLEY: All right. Very

MR. GIRTMAN: Ve have a witness here who has

PR e
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out some of this stuff, Nr. Reilly’s going to be right

jback here with a motion and we’re going to spend
anothcr twvo hours on that motion.

COMMISSIONER EASLEY: Mo, we’re not, I

MR. GIRTMAN: But the problea is, there vas
only one list authorized by agreement. That list is
INos. 1 to 34 and that was it. We gave them that list.

moya-kdtortholom-ndmt'aaumnu

We specifically said in our agreement that
[there would be no transcriptions. In fact, the
doctuontc contain --

COMMISSIONER EASLEY: MNr. Girtman, let me --

MR. GIRTMAN: -- specific data taken out of
|those records which we all agreed would not be done.

COMMISSIONER EASLEY: I have heard enough on
Ithis and I’m prepared to rule on it, and then ve’re
lgoing to deal with this, if vlluu to, at 5:00, the
results of the ruling.

Mr. Girtmsan, between now and 5:00 you will
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made by OPC. And you will have given them to OPC by
15:00. If there is a probles, and if you're going to
claim that there is no confidentiality, we will deal
lwith the document at 5:00.

MR. GIRTMAN: MNay .I just confirm we have it

COMMISSIONER EASLEY: I would hope you do.
j (Pause) You’re kidding.
MR. GIRTMAN: We’ll have it at 5:00.
m:onl EASLEY: All right. I believe
that takes care then of ﬂl.mion to Compel, at least
for now -- for both motions to compel, at least for

MS. BEDELL: Okay. We have also pending

of you in the legal brethren are prone to say. We will
igo until 5, at which time we will break for dinner for
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some, for the in camera hearing for the rest of us. We
lwill have a 6:00 customer hearing. It is my intention
attcrthocu-tourhnringtcomhct into the
technical aspect and we will work until probably 10:00,
uyb. a little later, depending on how things are
going.

We will come back in here by 8:30 tomorrow
norn:l.ag, maybe earlier, depending on how things are
going. And we will work -- hopefully, we will finish
by 2:00 tomorrow afterncon. If we do not, because of
|the problems of getting out of here, for Tallahassee, I
b,avo a hearing in Tallahassee at 9:30 on Friday morning
-o there’s some time constraints for me, and I believe
Commissioner Deason also has some obligations on
iFriday.

We will aim at 2:00. If we can’t make that,
we’11 100k at it, but it would be my inclination to
adjourn this hearing and continue it, if we have to
finish it in Tallahassee. So I thought I’d just let
you all know that we’re operating under a time
-chodula.

Now, for the rest of the motion.

MS. BEDELL: We have the Utility’s Motion to
str:um Addendum and to strike all prefiled testimony

and the exhibits of Roger W. Rasmusen that was filed on
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June the 18th.

We have Utility’s Supplement to the Motion to
Strike that was filed on June 20th. We have also
related to that the response of the intervenors to the
supplement to the Motion to Strike, as well as the
interveno=s’ Motion to Strike the additional and second
rebuttal testimony of Mr. Seidman. And that vas

ireceived by me last night at the hotel.

COMMISSIONER EASLEY: All right. And this is

one that we’ve kind of gone over a little bit.

I had asked that intervenors identity those

lportions of the testimony on which they were going to

Iruling was that our jurisdiction does not extend to the
datmimtim of ownership; that we can deal vwith the

Iresults of any impact on the rate case, but we have to

be limited to that.
We asked Mr. King to provide a list of the

pages on vhich his witness would rely. We have

My understanding, Ms. Bedell, is that you
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|asked the intervenors to provide an extracted copy of
{those pages cited so that um have a reasonable

lway to look at them.

And my undanum, Mr. King, is you have

that available, is that right?

MR. KING: Yes, ma’am. I have put them all

iin one volume.

COMMISSIONER EASLEY: You’re a gentlemen and
a scholar. Would you like to share those with us?

MP. KING: I have 12 copies of theam.

COMMISSIONER BASLEY: All right, sir.
(Documents MW.)

MR. KING: I note that on the cover sheet I

[naa instructed my secretary to change this to show it
lwas a combined exhibit, and it should be to the

|prefiled testimony of Mr. Rasmusen. He also gave a

5 e

dopocition on May 29 at which a pu'ti.on of this, the
|condominium document portion was put in, so that’s in
lerror on the front. This is for all of it.
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I have taken th.qiii-rty also of what we call
m—s, vhich is the mmch you were working
%with, was the one I had ptléituﬂ and I accidentally
{failed to put the issues oni I have a couple of typos
lon that so it was hard to follov. I‘ve redone that and

lhave on the front that the intervenors state that the

|documents identified herein relate to Issues 3 and 4 of

were dealing with before just so -- I don’t know.

COMMISSIONER BASLEY: It caused some
confusion.

MR. KING: I’m talking about 3 and 4, and 4
and 5, which are the same.
COMMISSIONER EBASLEY: I understand that. Got
lyou.

All right, I’m going to need some help in how
to try and deal with this. Somebody come up with a

suggestion because I’'m not about to read this page by

MR. KING: Well, it would seem to me what I
had proposed was, and vhat I thought would happen, Mr.
Rasmusen har said that these are the documents on which

COMMISSIONER EASLEY: Yes, sir.
MR. KING: I think they come into evidence
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{that way. We deal vith them in briefs, on the closing

jof briefs, and I cite to you those. He has cited in
{his prefiled testimony ah'-uly certain provisions of
ithem, I don’t think there’s any mystery about them, and

|
the connection, the way I think they should be

conn.ct.d, I don’t see anything about the
ladnissibility. I think it veakened, and the admissible --
f You may conclude, after we explain to you

lvhat the connection is thers, that you don’t agree that
thcy support his opinion. But it would seem to me that
thoy clearly are admissible if his opinion is going to

|be admissible. I think his opinion is admissible as a

resident who has looked at these and relied upon these

land had to make a personal decision about purchasing

pzoport.y. He did that, and he says in his opinion this

|supports -- these support his view of the same thing
you heard from the customers; that, indeed, all of
lthese facilities were to be contributed by Mobil as a
|part of what they call their addendum package.

80, I mean, I don’t ses that it’s a huge

problem. I thought that’s what the procedure was, that

|I would connect it up in my final brief. He has

testimony.
COMMISSIONER EBASLEY: VWell, just as a
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|Rasmusen wvas going to uly-ﬁl. wvas because of the
Imotion to strike. And if you’ll recall, it was
virt.uauy impossible at the prehearing for me to deal
vith a motion to strike portions of the testimony when

ldocument. Would you agree with that?

MR. KING: Well, yes, I think I agree with
Ithat. I do apologize for admitting the issues in my
add.nd . I did not really understand. If you’ll

|documents are relevant and that it’s only because the
icommission has directed us to pare them down to those
particular provisions that we think are the most

relevant that we have complied with that. And I want
the record to show we’re not waiving our contention --

COMMISSIONER EASLEY: I understand.
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COMMISSIONER EASLEY: I understand.
MR. KING: =-- that all of them are relevant.
COMMISSIONER EASLEY: Mr. Girtman. Mr.
n.iny, do you want to say anything about this before I
l1et Mr. Girtman respond? I mean, ve’re on the --
MR. REILLY: I’1]l let Mr. Girtman speak first
land I‘d like to speak after him.
COMMISSIONER EASLEY: Well, we’re not going
Ito play ping pong now. Go ahead, Mr. Girtman.

MR. GIRTMAN: Commissioner Easley, I think as
far as the Utility is concerned, we have adequately
laddressed the concerns of the applicability of the

ldocuments and the testimony to matters which are within

And I will not go through all of that again.

lwhat I would like to do is that there are two

paragraphl that I would like to state as my position,

COMMISSIONER EASLEY: Okay.

MR. GIRTMAN: The documents identified in
m—s, besides failing to support the contentions by
Isailfish Point Property Owners Representatives in

|Issues 3 and 4, do not establish any fact either
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designated in RWR-6 are offering statements, soning
agruuntl ormu'mmm1mrandlot
purchum. None of thou documents establish the cost
of utility facilities. M documents are contained
{in the -- excuse me, those costs are contained in the

|bocks and records of the utility and are summarized in

None of those documents establish the
jportions of the utility’s facilities that are used and
uutul in serving the public. Used and useful is
determined from evaluating the records and operations

ot the Utility. None of those documents established

las CIAC. That information is found in the books and
rocom of the Utility and in its tariffs, and is

summarized in the MFRs. None of those documents bind
th. Commission nor does the Commission regulate those

ldocuments. They are just irrelevant to the proceeding

The documents listed in RWR-6 were originally
til.d by SPOR to challengs ownership of the lines and
Imains by the utility, an issue which the Prehearing
ottic.r has previously ruled is beyond the jurisdiction

ot the Public Service Commission. Thank you.
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MR. REILLY: It is clearly within the
jurisdiction of this Commission to dstermine vhat makes
lup the rate base, and an integral part of that is to
lasternine vhat portions of that rate base might have
|been contributed. It h: thc contention of this vwitness
that major portions, if not all, of the water and sever
rat- base were in fact contributed by the Utility, and
{the basis of that are these exhibits.

It'.notthccoctuﬁidl:llthcium in 3 and
4, I mean, it’s the cost vhich should be, and I
underline, included in the rate base calculation. And
120 T would just second the argument made by Mr. King
[that this evidence should be admitted and that the
|commission should weigh whether they’re persuaded by
that evidence.

COMMISSIONER EASLEY: All right. Gentlemen,
I am going to remind you both of -- or all threes -- of
the ruling that I made at the prehearing, and that is
that the issue of ownership and the determination of
awnorsh:lp is outside the jurisdiction of this
caniuion.

Having reminded you of that, I’m going to

mlo to allow the documents in; however, as we get into
thctutimyandnnlyonmmu. if we go
boyond and into ownership issues, I will be receptive
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ito objections at that time.
S0 I’m allowing the documents in to give them

|the weight to which they’re entitled and ask that we
hold to the ruling of the Prehearing Officer as to the
|Jurisdiction of the Commission.
| All right, anything further?
| ‘'MS. BEDELL: Yes, ma‘’am. We still have
|Intervenor’s Motion to Strike Additional and Second
Rebuttal Testimony of Frank Seidman.
MR. GIRTMAN: I don’t have a copy of that.
MR. KING: It is included in my response to
your Motion to Strike.
| MR. GIRTMAN: I’m sorry, hold on just a

COMMISSIONER BASLEY: Very briefly on your
motion, Mr. King.

MR. KING: Madam Commissioner, this motion
-uk.l to strike the additional second rebuttal
tutinony of Mr. Seidman. Ny understanding that
rchutul testimony was to be filed by the 31st of May.
By the 31st of May. I think on May the 9th we had
[£11ea a1l of Mr. Rasmusen’s prefiled testimony and the

T

lexhibits that related to I

Mr. Seidman filed rebuttal testimony and his

only rebuttal is contained on Page 16. And he vas
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lasked if he had read the prefiled testimony of Mr.
|Rasmusen, he says he has. Asked to give an opinion and
{he states that -- and he vas asked to give an opinion
as to his allegations regarding ownership; that is,
Rasmusen’s allegations regarding ownership of the
Utiuty property and aut.hnrind level of rates. And he
icoll.ntsd upon that, and he attached a document which
|is a warranty deed which he contends shows that the
jutility owns the facilities.

So, and that concluded his rebuttal testimony
uc.pt he did say with regard to the limitation on
ram, the Utility is subject to regulation by the
rlorida Public Service Commission and the Commission is
tho only body that has the authority to set the rates.
And that was all the rebuttal testimony that he gave.

| Now, you have ruled that ownership is not an
|issue. We submit that Mr. Rasmusen also said that in

inis opinion that all of these facilities had been
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It is true that as part of Mr. Seidman’s
ttmmmthmtptmmmtm
addendun did not contain a listing of the issues; and

utotutm,yﬂmmmmmn-t, I
Ibelieve it was. Anyway, that has been ordered and you
ordorodutodothatml'vcm it. S0 I don’t see

jany necessity for that.

Be then goes on and attempts then to talk
about issues that, if they should have been brought up
at all, they wers properly brought up in his initial
rebuttal testimony. 'nhro'n been nothing changed since

Iuay 31st that should permit him to go into the kinds of

issues that he goes into in his additional and second

\rebuttal testimony. And I think they should be stricken.

COMMISSIONER EASLEY: Mr. Girtman?

MR. GIRTMAN: Is Mr. Reilly going to get a

ishot?

MR. REILLY: I would be happy to go if it

will make pecple more comfortable.

I have very, very serious concern with one

laspect of this second additional rebuttal testimony of

{[Prank seiaman.

I agree with everything that Mr. King has

uidmzmldmpporthh. But the thing that I
mt to emphasize and be somevhat of a different
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nr. u:ldnnn_qou on: Because of the

extreme uncertainty, I am compelled to take the unusual
-tcp of then proceeding to attempt to adopt legal
jargusent presented by counsel in motions and exhibits
with those motions as his, adopt it as his own sworn

And I believe that this practice is totally

inconsistent with Commission practice and procedure.
|You’re basically almost falling into what Mr. King saiad

ago, Mr. Girtman is bringing testimony before

this Commission is what he’s accused of; and now ve’‘re

iseeing this come full circle and actually to be

to this Commission as testimony.

And to have unsworn legal argument, motion
to be then incorporated and made his

is unprecedented. And I think is contrary to

Ipractice and procedure and should not be permitted.

As for these other pages, where he makes his

tb. Commission can decide whether they want that in.
{But I would strongly arquo that is contrary to the
Icommission practice and procedure and should not be

COMMISSIONER EASLEY: Mr. Girtman?
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MR. GIRTMAN: Commissioner Rasley, ve have
m:rdtorm,tm,onmqmucnotanot
proceeding and how do we £ind out what SPOR is really
trying to rely on and what’s the issue and what’s the
poc:l.tion?
| As I recall, there was a motion -- I don’‘t
have the thing right in front of me, but as I recall,
when we filed Nr. Seidman’s rebuttal testimony with the
copy of the deed in it, we also had filed a Motion to
strike. And I believe there was a contingent motion, I
ldon’t know exactly the style of the thing, but if the
otion was denied, thlt;ulhav.anmmnityto
irespond in detail. Becauss you talk about rate case
lexpense, that’s some stack of reading. So we tried to
pu-o it down, at least we’ve got it down to this now.
Based on the Prehearing Conference and the

lrulings of the Prehearing Officer at that time, Mr.

ottlupaquthntlr. Rasmsusen sought to rely on. He
Iprovided that list; we objected; he provided an
annot.atod list referencing the two issues to which

|recall, it was a telephone conference because of the
shortness of the time available, apparently, the Staff
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attorney was directed to call us all and tell us vhat
we were going to do.

COMMISSIONER EASLEY: That’s correct.

MR. GIRTMAN: And part of what we were going
to do, were told to do, is that we had an opportunity,
Ithinknhumuy‘totuc-m, a veekend and a
day.
| COMMISSIONER EASLEY: Something brief.

MR. GIRTMAN: ~-- uuthinq like that -- to
l£11e whatever we were going to file. I didn’t hear any
|l1imitation in there. It was my understanding to be
ltestimony, whatever. Whatever we were going to do,
wo'd have to do it vithinl those three days or so.

: And the probles is that the substance of a
lot of these rﬂinimm vas addressed in the
f-otion, the original uotién to Strike. It recites the

15 incorrect. It’s clearly applicable in response to
t.h:l-. It doesn’t cite cases and make a lot of legal
arguunu. It does point out specifically here’s what
tho document says, here’s what SPOR says it says,
lhere’s the full text of what was in the document,
h.:l‘.‘."l wvhat we say it says. About as close to
mt.lnony as you can get.

| ulmu--am“uidumourtium-.
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his is, I would consider, an unusual technique to have
to follow. M mm cm of vhat we were
facing, that’s the only alternative we had,
Commissioner. And we believe that if you go through
those paragraphs, you Know, it reads just like

last-minute nature of Mot this, that we’re in a
little bit of an unusual situation. It would seem to
Ine that ve don’t even nesd to strike some of the
rebuttal testimony that refers to the documents
submitted by the Intervener, that has since been, in
effect, corrected. The ﬂ.’!.qianl rebuttal testimony
mny doesn’t even apply .'any more.
Not all of that =- not all of the testimony
1n that document comes undu' that category; but it
lvould seem to me that it would be far easier to deal
with this by either striking or allowing you to
lvitharav that portion of the rebuttal testimony that
relates to the document ptior to the last submission.
MR. GIRTMAN: Any document that didn’t
-urvivo your ruling, we would, I see no reason vhy ve

|shouldn’t and couldn’t withdraw it.
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COMMISSIONER EASLEY: Yeah. Some of it is no
longer relevent. It jult doesn’t apply any more
because of things m. You responded prior to the
time that Mr. King had in which to develop this
document so that we’ve got some mismatched pleadings.

MR. GIRTMAN: - It’s called a timing
difference.

COMMISSIONER EASLEY: Timing difference. You
all vere on eastern time, I was on central daylight, I
think. I’m not sure what was going on, but I think
this particular motion takes care of itself in my
opinion. I can either defer ruling and let you all
withdraw it, or I can rule that that testimony that was
filed prior to the recsipt of this corrected document
be stricken. I think frankly it’s more of a technical
problem than anything else.

MR. GIRTMAN: If we could, we would like tc
have an opportunity to look at it and take out --

COMMISSIONER EASLEY: Prior to the time of
getting to Mr. Seidman’s rebuttal, I‘d suggest that you
do that and I‘1l reserve ruling until that time. It
may be that there will be nothing to rule on.

MR. GIRTMAN: Thank you.

COMMISSIONER EASLEY: Mr. King?

MR. KING: May I make one comment?
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onlluumm BASLEY: Yes, sir.

MR. KING: Mr. Reilly daid point out a part
that I had in my motion about the attempt to
incorporate this 81 pages that Mr. Girtman had attached
to a motion that was ruled upon and disposed of already
by the court.

COMMISSIONER EASLEY: Well, I think that one
has been, that one goes, if I recall the timing on it,
that one goes with this ruling. No?

MR. KING: Well, what Mr. Seidman has
attempted to do is that he now incorporates verbatim as
if he were making that testimony wvhich first came from
Mr. Girtman’s mouth nﬂy in his sworn testiwony. And
that puts the record in a crazy position because I
m'tmnwtehriﬁmt in.

And secondly, 47 pages of it are the exact
sane document that he has fussed about me putting in
verbatin.

MR. RIILLfs And Mr. -- correct one thing,
and this is, I’m sure, will say this is not an instance
of first impression. Because he presented a number of
cases in the Palm Coast case on this precise issue
wvhere legal argument was tried to get into in the
record and it wvas not permitted to be done. I don’t

know if you still have those cases here.
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MR. GIRTMAN: Let me respond if I may,
pluu, briefly?

COMMISSIONER BASLEY: Thank you.

MR. GIRTMAN: Some of the documents which Mr.

ithe intervention. Those are the same documents he’s

l(indicating). The same documents, exactly. And they
luvo survived the sifting out from here.

: And we have provided for the Commission’s
oomi&oration an interpretation of those documents that
lwe feel is more clear. It doesn’t select pieces out of
irelevant paragraphs; it provides, in effect, testimony
lin rebuttal to Mr. Rasmusen’s positions on those
docu-nu.

. And they have clearly -- if he’s going to
havc them in and if he’s going to talk about them, we
ihave to have a right to rebut that. And given the
nhort period of time -- Mr. Seidman worked with me on
preparing that thing and we talked about it and we
looked at those documents and we went through drafts.
|And that’s what we consider in the short period of time
that wve had, in my opinion, given the constraints that

jwe’re all suffering under, ve really didn’t have an
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adequate time to review even -- it took my secretary
two hours just to mark those pages that they said were
relevant. And then I started getting into that stuff.

We didn’t have time to adeguately file,
prepare and file, a rebuttal testimony clean, pure,
just start from the beginning. If we had, we would
have taken the document Mr. Seidman is adopting, cut
out the style of the cass, cut out the certificate of
service, pulled a lot of those jnragrnphs with
questions and it would have gone right into prepared
testimony. We didn’t have time even to do that.

COMNISSIONER EASLEY: MNr. Pruitt? Help me.

MR. PRUITT: Well, Madam Chairman, I think
ve’re kind of losing the sight of the procedures of the
Public Service Commission. We’re not a court. We are
not bound by strict rules of proceedings, we’re not
bound by strict rules bt evidence as courts are.

I think what all the parties -- and I‘ve said
this before and I’m sure that some people have heard it
before. But the purpose of the hearings is to educate
the Commissioners. And if there’s evidence out there
that you need to hear to decide this case, and if it'’'s
legal evidence, you’re entitled to it.

And I can’t recall really very many cases

that wvere involved in a controversy where the parties,
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either Public Counsel, intervenors or the applicants,
would amend pleadings, m testimony, correct
testimony, supplement testimony, and offer additional

lrebuttal testimony at the time of the hearing. I think
lyou have the authority to allow it.

COMMISSIONER EASLEY: I am going to allow the

itestimony to remain. It will be given the same weight
land the same constraints that I have put on the

dommnttohp:mwu. Rasmusen.

What else?

MS. BEDELL: We have, I believe, three small
matters. We are finished with all the motions pending

COMMISSIONER EASLEY: Are there any other

MR. REILLY: There’s no -- you’re going to

MS. BEDELL: Yeah. The Office of Public

Icounsel brought to my attention shortly after you
-1qnod the Prehearing Order that there were a couple of
uttorstlutm.dodtohocorroct.d. I know that one

of them -- correct me if I’m wrong, Steve -- is on

|Issue 13, on used and useful plant in service amounts

that is to be net of accumulated depreciation?

MR. REILLY: Yes. We discussed that right
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to be the language. zm ‘our numbers as well as the
Utility’s numbers dpiken, at least that’s vhat I‘m

told, mwwmmtumqmnworm

issue. : :
MR. GIRTMAN: Excuse me, vhat page?
NS. BEDELL: I’m sorry, I’m on Page 10, of

jthe ruhariao m, .115'- on tlu' bottom of Page 10,

Zssue No. 13. :

MR. REILLY: Ny consultants say even the
Utility’s numbers would not be correct unless those
m,m.ﬁo,rm,'mmmputin.

n BEDELL: M'-m I believe ve
auwmmtmuhmotmnm

depreciation. I didm put it in the actual stated
words of the issue.

MR. erm Is that at the end of the
sentence?

MS. BEDELL: Uh-huh.

Let me juf. go ahead and make sure ve’re all
straight and I’11 r.ld this for the record. Issue 13
should read: “What are the appropriate amounts of
nonused and useful utility plant in service net of
accumulated Wion?'

MR. Gm° My consultant tells me that'’s
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right.

NS. BEDELL: ﬁy And Nr. Reilly, I don’t
know, do you have another?

MR. REILLY: It’s an extremely minor one. We
had suggested our position on Issue 36, or nevly
numbered Issus 36, would bs, instead of a fallout
number, would be, "Agree with Staff." That’s about
all I have.

MS. BEDELL: I’m not awvare of any other
changes that we need to make to the Prehearing Order.

MR. GIRTMAN: There are a fev minor ones that
I would like to suggest. On Page 2, Case Background,
second paragraph, the last line begins "Interim wvater,”
should add “"and vastevater.®

on Page 5’1‘1. this is just a punctuation
matter. Issus 15, Staff position, third line, "cannot
ks offset by credit deferred taxes, period, capital F
c.”

Page 13, Issue 20, Staff position, second
line, "structures” should read "structure is."

Page 18, the last line above issue 33,
"Adjustment should not be made,” I believe the word
"not” should be removed.

COMMISSIONER EASLEY: Wait a minute, that

doesn’t sound like just a little technical error there.
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be rather substantive. '

MR. REILLY: What line are ve on? This is
page 187

MR. GIRTMAN: Page 18, the second line from
the top of the pq-. "Adjustment should not be made"?
{Pausa)

mt lldn Chairman, on Issue 32,
that’s Statf’s plltm ull it is preliminary and we
would request tlllt i.t :--u :hl that fashion.
MR. _c_n_mu: Io problem. No problea.

COMMISSIONER EASLEY: W¥ell, let me understand
this now, mtuum.' Because I understood you were
making errata type M‘W1m But if I read this,
mtmmumuum, a parent debt
adjustasent should be llllc if the capital structure is
csed. If the capital structure is not used, the
adjustment should not be made."”

MR. ams Maybe I’m wrong.

COMMISSIONER EASLEY: I think you’re wrong.

MR. G:I:m-t. Okay, I’11 withdraw the
suggestion.

On Page 36, the Utility’s position -- excuse
me, Page 19, Issue 36,' the Utility’s position says,
"Yes." I would like to insert, "That is vhat the
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istatute says, ..."

| I also would like the record to reflect that
n have provimiy £iled with the Public Service
|commission Clerk the original proof of publication of
thi.- hearing of the notice in the newspaper.
COMMISSIONER EASLEY: That should be, if I
roean. marked as Exhibit 1, should it not?

MR. PRUITT: !Q..

COMMISSIONER EASLEY: That will be the proof
of publication.

| (Exhibit No. 1 marked for identification)

COMMISSIONER EASLEY: All right, anything

MS. BEDELL: Yes, ma’am. Staff prefiled DER
itestimony. We are aware that none of the parties have
lany cross examination guestions for them and would be

w:l.llinq to stipulate their testimony in at the

rocord so that we could take those guys off the waiting
list of people to testity.

COMMISSIONER EASLEY: All right. Do you want
t.o identify those witnesses?
MS. BEDELL: That was Mr. Thiel and NMr.
Porcz. T-h-i-e~l ==~

COMMISSIONER EASLEY: So at the appropriate
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| MR. GIRTMAN: We would have no objection so

long as our rebuttal is accepted in like fora.

| MS. BEDELL: That vas also discussed vith --

MR. REILLY: No objection.

COMMISSIONER EASLEY: Mr. King, no objection?

MR. KING: I don’t understand the effect of

IMr. Girtman. He says so long as his rebuttal --
COMMISSIONER EASLEY: To those vwitnesses --
MR. KING: == to those witnesses is accepted

in like form, meaning that they are not going to be

;h.ro either, those witnesses.

COMMISSIONER EASLEY: That rebuttal testimony

lvill not be taken live. I don’t know whether it

jinvolvu any of the people who will be testifying on

ianything else or not.

| MR. GIRTMAN: My major point is that it would

%not be objected to.

MR. KING: That procedure is okay.

COMMISSIONER EASLEY: Anything else?

MS. BEDELL: One small last matter. And Mr.

;cirtnan, I apologize I didn’t get to you on this one.

iBut we did not have an issue about the current leverage
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|that is actually necessary at this point; but we would
{like to have a stipulation that should the leverage
|formula be necessary, that we would be able to use the

|current leverage formula.

MR. GIRTMAN: That’s fine.
MR. REILLY: In effect when the order is

MS. BEDELL: The one that’s in effect when

the order is usuq.

MR. REILLY: Okay, no objection.

MR. KING: The Intervenor does not plan to
offer testimony on that issue and we just pass on the
guestion of the stipulation.

COMMISSIONER EASLEY: All right. Anything

MS. BEDELL: That’s it.

COMMISSIONER EASLEY: Hot dog. All right,

ive’re going to give Mr. Seidman about five minutes to

iget set up and then we’ll actually get the hearing

(Transcript follows in sequence in Volume

:II.)
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