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M. L. FORRESTER,
having been produced and first duly sworn as a witness
in the above entitled action, testified as follows-
DIRECT EXAMINATION
BY MR. MELSON:

Q Mr. Forrester, I'm Rick Melson,
representing Nocatee Utility Corporation and DDI. I
think we’ve met before.

A Yes, sir.

Q In fact, frequently when we meet, you're
under cath and I'm not.

Have you had your deposition taken before?

A Yes.

Q All xight. If you have any -- I'm going
to ask you a sexries of gquestions. Anything that I ask
that you don’'t understand, ask for clarification.

If you need to take a break any time, let
us know. And if you need -- 1f you discover during the
course of the deposition that you need to amend a prior
answer, feel free toc do that.

What d&1d you do to prepare for your
depogition today?

A I have reviewed most of the testimony that

has been filed in the case, including that of my own.



W

[V- TN BN Y AL I )

10
11
12
13
14
15
16
17
1s
19
20
21
22
23
24
25

LT N [

'S

w ® 3 o w0

10
11
12
13
14
15
16
17
18
13
20
21
22
23
24
25

I've also prepared a notebock with the documents that I
made direct reference to in my testimonies. And, of
course, part of those references include the various
reports, et cetera, and I brought those reports with
me.

Q All right. Sc do you essentially have
with you today all of the work papers supporting your
various pireces of testimony and exhibits?

A I'm not sure that I generated any work
papers. I referred to a number of reports --

Q All right.

A -- and other documents. And to the best
of my knowledge, I have at least the vast majority of
those.

Q You are the individual at Intercoastal who
engaged Mr. Burton and Mr. Miller and Mr., Bowen for
their testimony in this proceeding; is that correct?

A Yes, I believe I am.

Q Ckay. Could you -- let’'s start with Mr.
Burton. Could you describe for me briefly what you've
asked him to do in connection with this proceeding?

A When we first retained Mr. Burton, I don’t
think it was 1n direct response to this proceeding.
Since we first retained Mr. Burton, I have asked him to

cdo various analyses, and more particularly, the

censtruction of a model, a predictive model, for
Intercoastal Utilities to reflect future operations and
the results of those operations.

Q A1l right. What about Mx. Miller?

What was the scope of his engagement?

A Essentially, to create a Conceptual Mastex
Plan for the provisional service to the area west of
the Intracoastal Waterway.

Q Had you previcusly had a different
engineer prepare a Conceptual Master Plan for service
to that area?

A Yes. Mr. Sumner Waltz prepared an initial
plan for service to that area in conjunction with our
application to the St. Johns County Water and Sewer
Authority.

Q Why did you elect to engage PBS&J rather
than continue with Mr. Waitz for the PSC proceeding?

A We simply wanted a larger firm that was a
little better equipped to twrmn out work faster.

Q What types of informatien -- and we’ll
start wath Mr. Burton. What types of information did
you provide to Mr. Burton in connection with his
development of this predictive model?

A I£ I remgmber correctly, we were providing

him basically with copies of our annual reports and
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various information surrounding those annual reports

Q By annual reports, do you mean the annual
report.s to your regulators?

A Yes, to the St. Johns County Water and
Sewer Authority.

Q Did you also provide him with your fiscal
year-end financial statements?

A I really don’t recall, to be truthful with
you, precisely what we did provade to him, whether that
included the financial statements or not.

Q Did you participate in any meetings with
Mr. Burten during the course of his development of his
predictive model?

A Yes. I believe we had two or possibly
three meetings during the couxse of the development of
the model to review what progress he had made on 1ts
development.

Q Do you have any notes of any of those
meetings?

A No, I don't.

Q Do you know if you made notes
contemporaneously during any of those meetings?

A I don’'t remember generating amy notes
during those meetings.

Q Who else was involved in those meetings

beyond you and Mr. Burton?

A I really don't have a c¢lear recollection,
but I would imagine that Mrs. Tilley and, certainly,
Mr. James were in those meetings.

Q Did you meet with Mr. Jim Miller during --

(Brief discussion off the record.)
BY MR. MELSON:

Q Okay. During the course of Mr. Miller’'s
preparation of his Conceptual Master Plan, what type of
interaction did you have with Mr. Miller? I mean Mr
Jim Miller.

A I really don’'t have a clear recollection
of all of the interaction that we had with him in
detail. It was obviously to provide him with
information that we had on the exasting system, a good
deal of which was the operation performance statistics,
information concerning the configuration of the
systems, and, then, of course, variocus informaticn from
the annual reports in closing, et cetera.

Q Did you give Mr, Miller any instruction as
to how Intercoastal desired to serve the western
service area?

A I'm sure we discussed it, but I don‘t have
a clear recollection of exactly what that conversation

was.
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Q Did you express to Mr. Miller a preference
to serve the westermmn service territory out of existing
facilities to the extent possible?

A I know that we discussed it. I really
don't remember a conversation that falls precisely
within the parameters of your question.

Q Tell me what conversations you do remember
with Mr. Miller, and in as much detail as you can
recall them today.

A I think it was pretty much to indicate to
him that we wanted to provide service to that area and
we wanted it to be as high a quality of serxvice as we
possibly could. I think we had several conversations
early on about the possibility of providing reuse water
from the eastern side of the service area to the
western side. We thought that that was a good idea
because that water was typically permitted to be
discharged to the Intracocastal Waterway. And we felt
like it could be used more fruitfully in the western
area in order to provide reuse service.

Q Did you provide Mr. Miller with any of the
prior engineering analyses done by Mr. Waitz?

A I do not specifically recall provading
that information to Mr. Miller. I'm sorxy; I just
don’t recall that.

10

Q Do you xecall whether Mr. Waitz’s Plan of
Service that was presented to the St. Jochns County
Water and Sewer Authority in 1599 involved the
provision of water service to the initial phase or
phases of the Nocatee Development from existing
capacity on the eastern side of the Intracoastal
Waterway?

A Not initially, because the initial
engineering analysis that we had done did not
anticipate Nocatee. Nocatee was not announced as a
development until after Intercoastal's application was
filed.

I think we came back with an amendment to
that engineering study simply saying that Nocatee
could, or the initial phases of Nocatee could, be
served from that plan which was to extend water from
the eastern area over into the westem area. And then,
of course, future phases of Nocatee could be served
from the plant expansion which we intended to install
in the western service area.

Q Do you recall whether any version of Mr.
Waitz’s Master Plan involved wastewater service being
provided to the Nocatee Development from existing
wagtewater treatment plants on the eastern side of the

Intracoastal Waterway?
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A I think it was discussed. I don't
remember exactly in what vein.

Q Is all of the wastewater treated at your
existing plant treated to the standards necessary for
residential reuse?

A It’s treated to public access standards.

Q And what commitments exist today for that
treated effluent?

A The only commitment that I'm aware of that
exists as of today is to provide recleaned water to the
Sawgxass Country Club.

Q And is there an upper bound on the amount
of wastewater that you are required to provide?

- I think the agreement, if I remember
correctly, mentions a figure of 750,000 galleons. I
believe there was a letter agreement which was done
that did not modify the original agreement but simply
said we would provide whatever effluent was available
to the Sawgrass Country Club Golf Course.

Q Do you know whether that agreement and
that subsequent letter were provided, at any point, to
S8t. Johns County during the course of any negotiations
that Intercoastal and the county may have had?

A Negotiations?

Q lLet me samplify the questien.

12

Do you know whether that agreement with
Sawgrass, and the subsequent letter agreement that you
described, have ever been furnished to St. Johns
County?

A I believe that they were furnished to the
St. Johns County Water and Sewer Authoraity. I know the
initial agreement was. I don’'t remember whether the
second letter of agreement was formally presented to
them or not.

Q Are you familiar with any negotiationa
that have taken place between Intercoastal and St.
Johns County regarding the potential acquisiticn of
Intercoastal Utilities?

A I know that there were some negotiations.
I think it was at the request of St. Johns County to
provide a proposal for an Intercoastal sale to St.
Johns County. I was not a part of those negotiations.

Q In the course of those negotiaticns, o
you know whether Intercoastal provided te St. Johns
County copies of all of its utility service agreements?

A I'm not really sure what -- all of what
documents were provided to St. Johns County at that
time. All of the documents that were provided went
through our attormeys’ office, Rose, Sundstrom and

Bentley. I don’'t think I actually saw a complete list
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of all of the documents.

Q Were you ever asked to provide Rose,
Sundstrom and Bentley with documents forwarded to the
County in connection with the purchase negotiations?

A I'm sure that we were asked to provide
numerous docuents to them, but I don’t recall
precisely what documents.

Q Do you recall whether you were asked to
provide them the utility service agreement with
Sawgrass or the letter agreement to which you referred?

A I really don’'t remember.

Q If you had been asked to provide all
utility service agreements, would you regard the letter
agreement you've mentioned as falling within that
category: of documents?

A I think I probably would have.

o] You indicated that the commitment to
Sawgrass is the only reuse commitment in place today.

Do you anticipate any additional
commitments of reuse, say, within the next six months?

A Well, I anticipate one additional service
to the Plantations Development. They did write us a
letter and asked us if we would provide reuse or,
pardon me, reclaimed water to them as a backup to their

gystem which uses water out of the stormwater lake

14

system.

Q And have you agreed to do that, or are you
in the process of negotiating an agreement?

A I'm not sure exactly where those
negotiations are right at the moment. They have been
handled by Mxr. Bill Brannen. I helped prepare an
agreement to submit to Plantations for that purpose,
but I'm not aware of just exactly where those
negotiations stand right at the moment.

Q Do you know what amount of reclaimed water
wi1ll be committed to Plantations under that proposed
agreement?

A No, six. In fact, I think we have
consistently said we can't put our finger on an exact
amount because it is a backup supply.

In other words, their primary supply is
their stormwater system, so there isn’t any way that I
know of to put our finger on any particular amount of
water that they may or may not use in the future,

It was my understanding that it would be
strictly on a demand basis and that we couldn’t
guarantee any specific amount to them, nor would they
guarantee to take any specific amount, although their
initial request letter asked for all of the water that
was available over and above what Sawgrass Country Club
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would take.

Q Did you participate in the preparation of
responses, Intercoastal's responses to Nocatee Utility
Corporatien’s interrcvgatories and document production
requests to Intercoastal?

A I think I have participated in scme of
those,

Q Do you know if you participated in any
that resulted in responses provided within the past
month?

A Seems like I had some conversations with
Mr. wWharton about the availability of that information.
I had discussed it with Mrx. James and explained to Mr.
Wharton, you know, under what or what informatien might
be available. Actually, it was more of what
information was not available.

Q Did you make any search for documents
Intercoastal might have provided to St. Johns County in
connection with any acguisition negotiations?

A You mean as far as my own personal files
are concerned?

Q Were you involved in any search for
documents that might have been provided to St. Johne
County as part of the acquisition negotiations in your

files?

A I looked for such documents, and I could
not identify any specific documents that I had provided
out of my files. Now, cbviously, you know, we are
continually asked for all kinds of information that
comes from our annual reports and our statistical
sumaries having to do with operations, and I typically
provade that information to Mr. James for various
purposes. )

Q You mentioned eaxlier that you had talked
with Mr. James about the document production reguests.

Did you ask him about any documents that
might have been provided to St. Johns County in
connection with acgquisition negotiations?

A It was my understanding in our
conversation that all of those documents went
through -- that is, for $t., Johns County -- went
through our attcrney's office. I did not keep a
specific list of what documents were being provided.
All of that went through Rose, Sundstrom and Bentley.

And to the best of my knowledge, those are
the only documents that I'm perscnally aware of that
have been provided. Now, we had some questions, I
suppose, from St. Johns County’s engineering firm,
Camp, Dresser and McKee, about the statistics of the

operations of the systems.
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Q Did you provide any of that information to
Camp, Dresser and McKee?

A I think it was more in the form of
answering guestions, if I remember correctly, about the
information that had already been provided. I don't
remember directly furnishing any additional information
to them about that.

Q What information was it they were asking
guestions about?

A Mostly the flows to the plants, the growth
history, the ERCs. I believe, at one point, they asked
for some breakdowns of the plant assets, that is the
treatment plant assets. And I think we tried to
explain to them we didn’t keep our records in that form
and we couldn’t provide them the information that they
wanted in the foxrm that they wanted it. And I don't
remember the gentleman’s name that I was talking to
about that, but we offered to try to do that type of
research, but we couldn’t do it within the time frame
that he wanted it.

Q You indicated that they were inquiring
about some flow data and some ERC data.

Is that data that would have been provided
to them by Intercoastal?

A Well, I'm sure it was.

i8

Q Let me show you a document entitled,
"Intercoastal Utilities, Inc. Proposed Acquisition by
St. Johns County Summary of Financial Forecast
Evaluation ZAnalysis,” and ask you if you've seen that
document before.

A No, sir I haven't seen that document
before.

Q Do you have any idea whether this is a
document that was provided by Intercoastal to 5t. Johns
County?

A I have no idea because I haven't seen that
document before.

Q All right. Let me show you a letter dated
August 17, 2000 from William Sundstrom to Brian
Armstrong and ask you have you seen that document
before.

A I'm soxrry; I don’t remember. I don't
remember seeing that document.
Q Is it fair to say that that document

requests the return of all documents previously
provided by Intercoastal to St. Johns County in
connection with the negotiation of an acquisition?
A Well, I don't think 1t actually says
anything about an acquisition. It just simply says,

"Due to the termination of discussions between ICU and
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St. Johns County, ICU respectfully requests return of
all the documents heretofore provided to you and the
County by ICU."

It sounds like the inference is that 1t
was documents provided to them for scme type of
discussions. It might very well have been the
acquisitions, but it doesn’t say that.

Q Do you know, as we sit here today, can you
specifically identify any documents that were provided
by Intercoastal to St. Johns County in connection with
discussions regarding the acquisition of Intercoastal?

A The only documents that I could
specifically identify that were almost undoubtedly
provided to them would have been copies of our annual
reports, and the copies of the statistical operations
of the plants. That's the only ones that I could
specifically 1dentify right at the moment. But that's
typically what we have to provide to almost everybody.
I &id not prepare all of the documents. Apparently,
that went to Rose, Sundstrom and Bentley for that

proposal.

Q Do you know who would have assembled
those?

A I would imagine that it would have been a

combination of probably Mr. James and probably Mr.

Brannon with some assistance, possibly, from Ellen
Tilley.

Q You have filed four pieces of testimony
and attached exhibits in this docket; is that rght?

A Yes, sir. I have filed Direct Intervener,
Rebuttal and Supplemental Intervener Testimony in this
docket.

Q Have you been asked to prepare, or are you
planning to prepare any additional testimony or
exhibats for use in this proceeding?

A I have not been asked to enter any

additional testimony as yet.

Q Are you planning to prepare any?
A No, sir.
Q Are there any discussions about whether or

not you should prepare any additional testimeny?

A I don’'t remember any discussions about my
having to prepare additional testamony.

Q So as we sit here today, you do not
anticapate filing any additional testimony or exhibits
in this docket; is that correct?

A I don’'t know whether it’s fair to say that
I anticipate filing no additional testimony. I'm
simply saying that I haven’'t been asked to prepare any

additional testimony.
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Q And have not discussed the preparation of
additional testaimony?

A Not for myself, no.

MR. WHARTON: And, Rick, to be faix, you,
meaning M. L. Forrester as opposed to
Intercoastal?

MR. MELSCON: Yes.

MR. WHARTON: Okay.

THE WITNESS: Well, that’'s what I toock it
to mean.

BY MR. MELSON:

Q To the best of your knowledge, do-es
Intercoastal contend in this case that Nocatee Utality
Corporation lacks the financial ability to serve the
Nocatee Development?

A I don’t believe any of my testimony, or
the testimony that has been filed by the Interccastal
witnesses, attempts to say that Nocatee Utility
Corporation does not have the financial wherewithal to
carry out its application.

Q So to the best of your knowledge,
Intercoastal does not contend that Nocatee lacks the
financial wherewithal to caxry out its Plan of Sexvice?

A Well, in terms of capital investment, I

don’'t think we've actually said that they lack the

22

capacity to be able to do that. We have had some
concerns, obvicusly, about their ongoing operations and
whether or not their ongeing operations of the system
that they have proposed will provide adequate service
at reasonable rates.

Q Are you familiar with the agreement
between JEA and Nocatee Utility Company?

A I have read that agreement.

Q In light of that agreement, does
Intercoastal contend in this case that Nocatee Utility
Corporation lacks the technical ability to provide
service to the Nocatee Development?

A To the best of my knowledge, Nocatee
Utilaity Corporation itself has no technical ability to
operate these systems.

Q Let me ask this: Do you understand that
under the agreement with JEA that Nocatee, essentially,
will obtain that wherewithal from JEA on a contract
bagis?

A It is my understanding from the agreement
that JEA will operate the systems for Nocatee.

Q Do you have --

A But that’'s a far cry from Nocatee havang
the technical expertise to do it themselves.

Q Let me ask you this: Does Intercoastal
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have the technical ability to operate the watex and
wastewater system?

a Yes, I believe 1t does, not only through
its operation and maintenance agreement with Jax
Utilities Management, but I also believe that it's
stockholdexs and directors have a considerable amount
of expertise in operating, maintaining and managing
water and wastewater systems. They have been in the
business for a long time, and I think that they have,
themselves, gained a good deal of expertise in that
area.

Q How many employees does Intercoastal have?

A Intercoastal actually has no employees, no
operating and maintenance employees., All of those
employees are furnished by Jax Utilities Management.

Q In your view, does JEA have the technical
ability to provide water and wastewater service and
utility management service to the Nocatee Development?

A I believe that JEA 1s currently providing
water and wastewater utility sexvices tec a wide variety
of people. And in that respect, I would imagine that
they have scme technical expertise in being able to
provide sexvice.

Q Has Intercoastal Utilities ever discussed

entering into a wholesale agreement with JEA to provide

service to lands located west of the Intracoastal

Waterway?
A Yes.
Q And when did those discussions take place?
MR. WHRRTON: You mean discussions with
JEA?

MR. MELSON: Yes.
MR. WHARTON: Okay.
THE WITNESS: Those discussions took place
on January 4th of 1998,
BY MR. MELSON:

Q And what document are you looking at to
refresh your recollection as to the date?

A I am looking at a memorandum from myself
to Mr. H. R. James, President of Intercoastal
t1lities, and also to Mr. F. Marshall Veiderding,
Esquire.

MR. MELSON: Do you have any objection if
we mark that document as an exhibit to this
deposition?

MR. WHARTON: That would be fine.

MR. MELSON: Let‘'s call that Exhibit No.
1, and let’s put a yellow sticky on 1t s0 we can
get a copy of it at a break.

(The instrument last-above referred
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to was marked as Exhibit Neo. 1 for
Identification.
BY MR. MELSCN:

o] And what was the subatance of those
negotiations? You may want to refer to that memorandum
to refresh your recollection.

A The memorandum basically discusses the
conversation that I had with Mr. Scott Kelly, JBA Vice
President in charge of constructicn, about the
possibility of a utality services partnership agreement
to provide water and wastewater services for Section H
of the proposed Intercoastal expansion area.

And, according to Mr. Kelly, he discussed
that matter with Mr. James Chancellor, Bxecutive Vice
President for delivery, and their response was that
JEA's obvious first choice was to serve that area on a
retail basis, but they would not rule out a partnership
agreement with Intercoastal.

Q And can you describe for me what Section H
or Area H is?

A It is in the western most portion of the
territory that Intercoastal has applied for.

MR. WHARTON. Objection.

BY MR. MELSON:

0 Would that be Waldon --
a It surrounds Walden Chase.

26
Q Since that time, has Intercoastal had any

other discussions with JEA about the possibility of
obtaining service on a bulk basis?

A No, they have not, not to my knowledge.

Q Has Intercoastal had internal discussions
apout the circumstances under which i1t might reinitiate
conversations with JEA in an attempt to reach a bulk
service arrangement of some sort?

A I think I referred to that in my
testimony, that we would be willing to look at that if
cthe Public Service Commission felt that it was, for any
reason, more beneficial to the future customers for us
to do that.

Q Is there any circumstance, other than a
commission direction to lock at that, that Intercoastal
would consider an agreement with JEA?

A Well, the only other circumstance that I
would be aware of would be one in which 1t would be
more advantageous to the future customers of the area.
It is certainly not our first choice, obviously.
Intercoastal has proposed another Plan of Service which
it feels 1s superior to that.

Q Have you ever contemplated obtaining any
sort of operation or administrative services from JEA,

or has the contemplation been only that you might,
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under certain circumstances, obtain water and
wastewater treatment services?

A If I understand your question correctly,
has Intercoastal entertained the i1dea of obtaining

operation maintenance services from JEA?

Q Correct.
A Not to my knowledge.
Q Has Intercoastal ever entertained

obtaining bulk, wholesale utility service from JEA for
the life of whatever developments may exist on the
western side of the Intracoastal Waterway?

(Brief interruption.)

(Discussion off the record.)

MR. WHARTON: Do you remember the

question, M.L.?

THE WITNESS: Would you repeat the
question, because I don’'t remember all of it
BY MR. MELSON:

Q The point I'm trying to get to is: If you
were contemplating cobtalning service from JEA, would 1t
be for a period of years, or would it be for the life
of a development project?

A When we first approached JEA on January
4th, 1998, our intent, at that partlcular time, was to

only obtain wholesale water and wastewater sexrvices

from them on a limited basis. And to the best of my
knowledge, we have not seriously entertained, as yet,
obtaining those services on that basia for the life of
the area.

Q You were here during Mr. Bowen’s
deposition this morning; 1s that correct?

A Yes.

Q Were you involved in the decision by
Intercoastal not to have Smoak, Davis and Nixon perform
a review of your financial statements for the year
ending August 31, 2000?

A No, I was not.

Q Who would have made that decision on
behalf of Intercoastal?

A I would imagine that decision probably
would have been made by Mr. James, possibly Mr.
Brannen, but that's supposition on my part.

Q When did you first learn that Smoak, Davis
and Nixon was not going to be asked to do a review for
the year ending Apral 31, 20007

A I think it was probably this morning

Q S0 in the ordinary course of your
responsibilities, you do not see the audit reports or
excuse me, the review reports from the cutside

acccuntants?
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A No. I am more concerned with the annual
reports that go to the regulatory authorities.
Q Do you ordinarily try to tie the

information on the annual reports back te the financial

statements?

A No, sir. That's not a part of my
responsibility.

Q Whose responsibility would that be?

A I would imagine that would be either Mrs.

Tilley or Mr. Bowen, possibly Mr. Brannen would be

involved in that.

Q That work is not done under your
supervision?
A No, it is net.

Q Are you aware of the lending
arrangement -- borrowing axrangement between
Intercoastal Utilities and First Union?

A I am not generally a paxt of any
negotiations with the bank for loans, or at least I
can’t recall having been a part of any of those

_ negotiations. I think I did make a call to Mr.

Hogshead for Mr. James to request the original letter
that we received from the First Union Bank, which I
believe was on February 4th, 1999.

Q And that original letter was requested in

30

connection waith the certification proceedings before
the 5t. Johns County Water and Sewer Authority?

A I believe it was, yes.

Q Was there a subsequent letter recuested
from Mr. Hogshead in connection with that Water and
Sewer Authority proceeding?

A Yes. I believe the June 3rd, 1999 letter
was basically to restate that commitment that they were
willing to make to provide funding for this expansion.

Q Did you have any involvement in requesting
the letter about a year later that has been submitted
in this PSC certificate docket?

A I really don’'t have a clear recollection.
I may have made a call to Mr. Hogshead and asked him to
update that letter, but I just xeally don’t have a
clear recollection of that, to be quite honest with
you.

The reascn that I don’t have a clear
recollection of it ia because I didn’t recognize the
language about the confirmation of his xeview of the
Intercoastal stockholders' net worth.

Q If there were any financial covenants in
the borrowing arrangement between Intercoastal and
First Union, would you be aware of them?

A No, sir.
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Q I've asked these guestions in the wrong
order.

Are you aware of any covenants in the
borrowing arrangements between Intercoastal and First
Union?

A The answer is the same, no.

Q Di1d you participate in the decision for
Mr. Burton to use a 6.5 percent interest rate in his
financial analysis?

A No, I did not.

Q Do you recall any discussions at all about
that?

A I'm sorxy; I don’t recall any discussions
about that.

Q wWho, within Intercoastal, did Mr. Burton
interxact with in terms of getting assumptions and
information?

A I would assume that that would either be
Mx. James or Mr. Brannen.

Q Are you familiar with the developer notes
that are shown on your financial statements and in Mr
Burton’s financial analysis?

A Are you referring to the developer notes
that you particularly asked Mr. Bowen about in his note
number three --

- 32

Yes, sir.
-= to the financial statements?

Yes.

» O P O

Yes, I have some familiarty with that.

Q Tell me what you know about the
circumstances under which those notes were put into
place.

A Well, I think that the notes have a
various number of purposes. Some of them, obviously,
were a means of Intercoastal paying its hydraulic share
of main extensions. I think one note that I can
remember was a pure loan from a developer to
Intercoastal for the construction of the Plantaticns
Water Treatment Plant.

Some of those notes were to developers to
pay for on-site lines in situations where the
configuration of those lines or the design for the
configuration of those lines had been changed or
modified by Intercoastal Utilities for the purpose of
improving service to the area.

And, of course, some of those got to be so
extensive or so complex that the develeper, I think in
some cases, resisted those changes and we simply
purchased the on-site system in order to be able to

make the changes that we wanted to make.
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Q Has Intercoastal ever discussed a sale of
1ts systems to JEA?

A I think JBA has contacted Intexcoastal
about the sale of its systems. I, personally, have not
been involved in any negotiations for the sale of
Intercoastal.

Q When do you recall that the contact was
1nitiated by JEA?

A I'm not sure that I can remember a
specific date. It seems to me that the St. Johns
County Commission or the Water and Sewer Authority
first brought up the notion of purchasing
Intercoastal’'s systems., I think it was in early 1998,
possibly '97. My memory fails me.

It seems like JEA got interested in
purchasing Intercoastal and was asking for information.
I'm not really sure that there were any actual hard
negotiations. If there were, Mr. James would have
carried those out. I do not remember being a part of
any discussions on actual negotiations.

Q Do you recall hearing about those
discussions?

A I do not recall hearing about any
discuasion of negotiationa. I can vaguely remember

providing information to JEA, basically the same type
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of information that I have discussed before, growth
information on ERCs, statistical information on the
operation of the plants, that type of data that most
anybody would request if they’re going to inguire about
anything with the utilaty.

Q Do you recall if JEA ever named the price
that it would offer to pay for the system?

A I'm sorxry; I really don't recall JEA
putting a price forward, at least that I'm awaxe of.

Q Do you know 1f Intercoastal ever named a
price to JEA for which 1t would be willing to sell the
system?

A Not that I'm aware of. As I said, Mr.
James has handled all of that type of discussion, if
indeed there have been such discussions.

Q Are you aware of whether there are now or
within the past 60 days have been any ongoing
discussions with JEA?

A Not that I'm aware of or that I have been
involved in.

Q I understand you haven’t been involved in
any. Are you aware of any?

A No; I'm sorry.

Q I believe you may have answered this a

moment ago. Your recollection is that the first
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overture about the sale of the Intercoastal Utality
gystems came in 1997 or 1998 from St. John County; is
that your recellection?

A Yes, and I'm trying to remember scme
document that I can go back to, but xight at the moment
I really can‘t. BSeems like to me, I remember a
newspaper article that came out in one of the St. Johns
County newspapers about the County intending to make
overtures to Intercoastal about that.

I've been a little busy lately on water,
wastewater rate cases, certification cases, et cetera,
and I’ve been pretty much out of that lcop.

Q Recognizing that you're not the person who
has actually participated in the negotiations, tell me
what you know about the history of discussicns with St.
Johns County since 1990.

Have there been ongoing discussions from
then until now?

A There have been discussions that, if my
memory serves me correctly and my reading of the
newspapers tends to confixm, that went on through 1998.
I'm not really sure of what may have happened in 1999.
And I'm sure that there have been some discussions, at
least on the part of St. Johns County, more recently.

But I really can't remember a specific instance that I
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could point to that causes that impression to be left
on me.

Q Have you ever seen a draft of a Purchase
and Sale Agreement between Intercoastal and St. Johns
County?

A I believe that was -- the only one that I
have ever seen was the one that I think was prepared by
Rose, Sundstrom and Bentley, but I don’t remember the
date of that. And I believe that was also in 98, if I
remember correctly. In fact, I think we reviewed one

Q Let me hand you a document entitled,
"Agreement for Purchase and Sale of Water and
Wastewater Assets by and between Intercoastal
Utilities, Inc., seller, and St. Johns County, Florida,
purchaser."

Have you seen that document before?

MS. BROWNLESS: Rick, before Mr. Forrester
answers that question -- this 1s Suzanne
Brownless -- is that the document that we
provided to you in discovery?

MR. MELSON: 1It’s a document entitled,
Agreement for Purchase and Sale".

MS. BROWNLESS: Yes, sir. Is that the
document that we provided to you in our
discovery?
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MR. MELSON: Yes, it is.
MS. BROWNLESS: Thank you.
MR. MELSON: Since Intercoastal provided
ne documents.
THE WITNESS: Mr. Melson, I can't say that
this particular document -- or that I ever
reviewed this particular document because this
one, apparently -- in its preamble, it says that
it has an anticipated date of 15th day of
August, 2000.
It seems like the proposed agreement that
I had seen would have been an earlier date, so
I'm not really sure, it might have been an
earlier version of this. But I can’‘t really say
that I've ever seen that particular document.
BY MR. MELSON:

Q Are you aware of any action taken by the
St. Johns County Commission in August of 2000 relating
to a Purchase and Sale Agreement that had been
negotiated between the county’s staff and Intercoastal?

A I believe I read a newspaper article that
indicated that the county had rejected an offer that
had been brought to them by Bill Young, the utilities
director.

Q I know you’ve been pretty busy with this
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certification case.
Do you recall a Motion for Continuance
filed by st. Johns County and Intercoastal to allow the

county to consider such an offer?

A Yes, I am aware of that continuance.
Q And that would coincide --
A But I honestly cannot remember the

sequencing of dates to tell whether that was a result
of this particular document or not.

Q Do you know whether, in the negotiations
between St. Johns County and Intercoastal, any value
was given in the proposed agreement for connectlons

west of the Intracoastal Waterway?

A I'm not really sure what the proposal that
Mr. Young took before the County Commission entailed.

Q Have you ever heard the term futures?

A Ch, yes.

Q Have you ever heard that the proposed
agreement between Intercoastal and St. Johns County
involved the payment of futures for the Nocatee
Development?

A I know it invelved the payment of futures,
but I'm not really sure to what extent. I would
certainly imagine that that certainly included the

futures within Intercoastal’s existing area. To what
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extent it addressed the futures in Nocatee, I'm not
really sure.

Q Did you provide any information to Mr.
James, or anyone else who may have been involved in
negotiations, regarding the number of futures within
the existing service territory that might be available
for sale?

A I remember doing a schedule at one time
which estimated the number of futures that would be
available within Intercoastal’'s existing area.

Q Do you have a copy of that document with
you today?

A No, I do not.

Q If you were asked to provide the following
documents relating to the potential acquisition of
Intercoastal Utilities by St. Johns County, and part of
that was all documents prepared by Intercoastal or its
consultants in connection with the potential
acquisition, would you regard that schedule of futures
that you’'ve just described as a document that would
fall within the scope of that request?

A I can't really say that I would because
I'm not really sure what documents have been provaded
to St. Johns County.

Q Now, this request doesn’'t ask for

something provided to St. Johns County. It asks for
anything prepared by Intercoastal.

A Anything prepared by Intercoastal for that
purpose?

Q Yes, six.

A Well, I couldn‘t identify it as beang
prepared for that purpose because, if I remembexr
correctly, when I prepared that i1t was for my own
information. Now whether or not that information was
passed along to St. Johns County, or anyone else for
that matter, I really don’'t know, but I prepared that
as a statistical summary of Intercoastal’s present
operations.

In fact, 1f I remember correctly, the
entire schedule on which I did that estimated or
calculated the present number of ERCs and the present
flows, and the present numbers of ERCs that we were
serving, the flows per ERC, and then went on at the
very end to calculate the possible total future number
of customers that would be available in the
Intercoastal certificate area. And that was done on a
per ERC, per acre, per unit served basis.

Q For what purpose did you prepare that
schedule?

A Quite frankly, if I remember correctly, it
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was an update of a schedule that I had been preparing
on sort of a continuing basis for several years.

Q To whom did you provide this schedule?

A I'm not really sure who I provided it to.
I think I was keeping 1t, basically, with my own
statistical studies that I had made on flows, ERCs and
future service within the area.

Q Were you ever asked by Mr. James how many
futures you had in the eastern service area that might

be available for sale?

A Oh, I'm sure I've been asked that a number
of times.
Q Would you have consulted that document in

responding to Mr. James’' dquestion?

A I would have probably consulted that
document in answering that questicn, and may very well
have provaded a copy of that document.

Q As we sit here today, do you know whether
there are any ongoing discussions or negotiations
between St. Johns County and Intercoastal Utilities
regarding the purchase of the utility system?

You mean as of today?

Q As of today.
A I'm sorxy; I'm not really aware of any.
Q

what are the most recent discussions
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you' re aware of?

A In all honesty, as I sit here right now, I
cannot remember anything that has been going on within
the past few weeks or month. I'm afraid I’'ve been a
litcle too engrossed with this case.

Q Let me show you a letter dated May 30th,
2000, from Rose, Sundstrom and Bentley to Public
Financial Management and ask you if you've seen that

letter before.

A I'm sorxy; I don’t remember seeing any
such letter.

Q In the --

A I was trying to look at some of the

figures and see if some of the figures sounded familiar
to me, but the only one that sounds familiar is the
wastewater capaclty or maybe the average ERC usage.

Q In the first paragraph of the letter, it
refers to a spreadsheet of projected incomes, expenses
and service for Intercoastal Utilities in the hands of
St. Johns County.

Are you familiar with amy such

spreadsheet?
A No, sir.
Q That spreadsheet would not be something

that you prepared?
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A No.

Q Okay.

A No, I'm sorxry. I don‘t recollect any
familiarity with that.

MS. BROWNLESS: Excuse me, Rick, this 1is
Suzanne, again.

That’'s a letter dated May 30th, 2000 from
who to who?

MR. MELSON: From Bill Sundatrom, I
believe, to Lavon Wisher at PFM.

MS. BROWNLESS: OCkay. Thank you.

MR. MELSON: I suspect it's also among
the documents that the County produced.

MS. BROWNLESS: Would that have been the
documents that we provided you from the clerk's
office, Rack?

MR. MELSCN: I believe it was in the farst
group of documents that you provided on whatever
the eight day extension was.

MS. BROWNLESS: Okay. Thank you.

BY MR. MELSON:

Q Mr. Forrester, what administrative --
other than this certificate extension case, what
regulatory administrative proceedings i1s Intercoastal

involved in at the present time?
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A As far as I know, the only other one is
the preparation of a rate application to St. Johns

County.
Q What about an audit by St. Johns County?
A Oh, yes. I'm sorry; I neglected that.
Q Tell me the circumstances surrounding that
audit.
A The circumstances suxrounding the audit?
Q What led to the initiation of the audat?
A To the best of my knowledge, it was

continuing complaints £rom Intercoastal’s customers
through -- I'm sorry; I've forgotten the attorney's
name now.

Q Mr. Toomey?

A Ch, yes, through Mr. Toomey to the Board
of County Commissioners and their continuing belief
that Intercoastal did not need the wastewater rate
increase which it received from the county in the
latter paxt of 1998.

There has already been one audit which
indicated that there was no over earnings, which 1
presume is the obvious focus of such audits. And when
they didn‘t get the indication of over earnings that
they wanted for the 1998 operatiocns of Intercocastal,

they wanted to do it again for 1999. And the County



w o ® 3 o n » w [N =

T T N R N N = I S~ B ~ S R O N
O S N R I T A S VA I R -

QO Ww m A o U e W N

[ I R
WO b

14

45

Commission apparently acquiesced to that, so that’s why
the audit of 1999 is going on.

o] Was there litigation involving that audit?
Did Intercoastal take the County to court at all in
connection with the audit?

A Yes, I believe we did. But I don't
remember exactly what the litigation involved at the
moment. I would have to go back and refresh my memory.

MR. MELSON: Let’'s take about a
five-minute break.
(Brief break.)
MR. MELSON: Are you folks on the phone
ready to start again?
MS. BROWNLESS: Yes, we're ready.
BY MR. MELSON:

Q Mr. Forrester, does Intercoastal today
have on-line the capacity to provide service to 13,392
watex ERCs?

A We have on-line the capacity to provide up
to nine million gallons per day of wmaxamum daily flow.
I'm not really sure how many thousands of ERCs that
would equate to.

Q Well, you do analysis, I believe you told
ug, of the mumber of ERCs that Intercoastal has.

How would you translate nine million
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gallons of BRCs?

A Let me see. That’'s at maximum daily flow.
I'm not really sure what factor has been used in
converting from maximum daily flow to average daily
flow. Let me see if I can test that. 13,392.

Bxcuse me; 1 have a reculsitant computer
here. Based on the factors that I have used, 1t looks
like it comes out to about 12,857.

Q And what --

A But I'm not really sure what factor has
been used in the ecalculation of that maximum daily
flow.

Q what factor did you use for average daily
flow?

I used 250, I think, or 2.5, pardon me.
2.5 what?
In other words --

What umit of measurement?

N o - A o I 4

In other words, I'm davading nine million
gallons per day by 2.5, which is normally the factor,
or pardon me, 2.0. That would give me an average daily
flow of 4,500,000, and then dividing that by 350 gives
me 12,857.14.

Q All right. Do you recognize the number

5,556 wastewater ERCs as representative of the capacity
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of Intercoastal’'s treatment system?

A Can I check some other figures here for
just a moment --

Q Certainly.

A -- because I get a much larger number than
that. The number I get, based on my best recollection
of the per ERC flow that I have calculated recently, is
7.246.

Q And how do you calculate that number?

A By the ERC, average ERC flow based on our
statistical analysis which comes out to about 200

gallons per day per average ERC.

Q And a treatment plant capacity of what?
A One mallion, five hundred thousand.
Q Do you know how many connective water ERCs

you have at the current time?
A I think it is over 500,0000, but I can’'t
remember exactly what number that is.

Q What about wastewater connective ERCs?
A Rough terms, about 4,000.
Q I would like to talk a little bit about

Intercoastal’'s rate history with St. Johns County.
How many full rate cases has Intercoastal
had before St. Johns County?
A when you say full rate cases, are you

talking about for both water and wastewater?

Q I'm talking about a revenue requirements
rate case in which a rate of return is set or rates are
set, something other than a limited proceeding.

A Well, othex than a limited proceeding, the
only one I'm aware of is the one that was done in --
well, I think the final order was issued in 1990.

Q And is that the rate case in which the
current authorized rate of return of scmething over 12
percent was set?

A To the best of my knowledge, yes.

Q What limited proceedings have you had
since that last full rate case?

A The one in 1998 on the wastewater rate.

Q And what was the purpose of that limited
proceeding?

A It was to establish structures that would

compensate Intercoastal for the addition of a
wastewater plant in the way of upgrades and actual
expanaion that resulted from that upgrade.

Q And did the order in that case contemplate
that there would be another required full rate case
filed at some point in the future?

A If I remember correctly, I think that the

final order frow the Board of Financial Issuance

47
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required that Intercoastal come back with a full rate

case to reexamine that rate.

Q Were you present when I toock Mr. Burton’s
deposition last week?

A Yes,

Q In his calculations of used and useful, he

made use of what he called imputed ERCs from the 1998
rate case and suggested that I might talk wath you
about what imputed ERCs are.

Can you enlighten me?

A I honestly do not remember all of that
rate case well enough to remember exactly how the
subject of imputed ERCs came into that case. It was
right at the very end of the case, but I can’'t remember
all of the discussion about that.

Q Do you recall whether, as a result of that
case, the Water and Sewer Authority deterxmined that
your wastewater treatment plant was not 100 percent
used and useful?

A To the best of my memory, it was 100
percent, or it was decided that it was 100 percent used
and useful.

Q Do you know whether the imputed ERCs then
equated to the total capacity of the planned ERCa?

A I really don't remember all of that
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discussion well encugh to be able to speak to it
authorztatively.

Q Do you expect to treat the wastewater
plant as 100 percent used and useful in your upcoming

rate filing?

A Yes.

Q Who is doing your used and useful analysis
for that rate filing?

A Mr. David Porter.

Q And who 1s Mr. Porter with?

A I don't remember the exact name of his

firm. I think he 18 an independent engineer. He is
not assocrated with one of the larger engineering
firms. I think he works by himself.

Q Has Mr. Porter done used and useful
analysis for Intercoastal in the past?

A No.

Q When were service availability charges
last set for Intercoastal?

A I presume that would have been in our last
full rate proceeding, the Final Oxder of which was
issued in 1990, to the best of my recollection.

Q Do you know whether those service
availabilaty charges were designed to recover only

costs of the plant or the plant and lines?
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A Te the best of my knowledge, they were
designed to cover the cost of the plant. In fact, I

think they were labeled as plant capacity charges.

Q Has Intercoastal ever filed for a rate
decrease?

A Requested a rate decrease?

Q Yes, six.

A No, sir.

Q Has any utilaty that you’'re aware of

managed by Jax Utilities Management ever filed a
request for a rate decrease?

A Not to my recollection., I don’'t think any
of those utilities ever got large enough te achieve the
economies of scale that a rate decrease would normally
come from.

Q Does Intercoastal routinely file for
indexing and pass through rate adjustments?

A I know they have in the past filed those.
I can’t say that that's routine.

Q When was the last one filed, do you know?

A I really don't recall.

Q Do you know if they typically are filed on
an annual basis?

A You mean consistently?

Q I mean more often than not.

A I really don’t know. I know that they

have been filed for, but I can’t remember the frequency
or whether it’s typical.

Q Take the ten year period, 1990 to 2000,
can you estimate for me how many pasa through
adjustments were filed during that ten year period?

A No, I camnot.

Q You would have been involved in any of

those filings, though, wouldn’t you?

A Not necessarily.

Q All right. Who else might have been
involved?

A Mr=. Tilley.

Do you mean in terms of the preparation
of --
Q I mean in terms of responsibility for the
filang.
A In texrms of the responsibility, that falls

on Mr. James ultimately.

Q And you're not typically involved in
those?

A No, sir.

Q What is the scope of your day-to-day

duties for Intercoastal?

A On an general basis, my duties include the
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management and handling of developer agreements and
seeing those developer agreements through to
conclusion. That ia, in terms of finishing the
project, making sure that the project is properly
documented for Intercoastal's acceptance, approving the
permits and the certification of the syatems for
service through FDEP, statistical analysis of the
operations, handling of the management agreements, and
generally assisting the operations manager in the
day-to-day management of the systems to comply with
regulations, and, in particular, the reporting of the
operations, all of the testing, the submission of
discharge monitoring reports and monthly operating
reports. And quite frankly, furnishing information to
various agencies and other pecple who ask for that
information about Intercoastal's operations, and
assisting Mr. James whenever he asks for my assistance
in whatever projects he may be involved in. Responding
to customers, customer complaints that generally

get past the billing supervisors, responding to
customer inguiries about Intercoastal’s operations or
generally about water and wastewater operations. I
have also done some data base management work for the
utility, designing and keeping those data bases,

generally circulating around those areas.
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Q Are you involved in decisions regarding
filing of rate cases?

A Yes.

Q And what 1s your role in those decisions?

A You mean the decision to file --

Q Decision to file, yes, sir.

A -- a rate case?

I guess the decision to actually file a
rate case ultimately comes from Mr. James, and then I
get to do the work.
Q Have you ever recommended that you file a
rate case? I8 1t your responsibility to make
recommendations as to the advisability of filing or not

filing a rate case?

A Not generally, no.

Q You menticned an upcoming rate case. Tell
me what you know about that.

A BEverything I know about it?

Q Well, let’s start with what you consider
to be the relevant pieces, and I‘ll follow up
accordangly.

A well, Intercoastal is presently preparing

for filing a rate case before sSt. Johns County, which,
as I understand it, will be a general rate case filing

to recover the costs of additional investment in the
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water treatment plant and the increased operation and
maintenance expenses assoclated with that, and also the
increased operation and maintenance expense associated
with the wastewater treatment plant expansion which was
completed in 1999,

Q What test year will be used for the
upcoming rate case?

A It is my understanding we’re using the
projected test year that ends as of December 31lst,
2001.

Q When is your rate filing due?

A I think the rate filing is due May 1st,
but there was a sentence added to that, to the order
establishing that date, which Intercoastal may have to
request. an extension in order to be able to file that
case.

Q Was that added to the order, or was that
something communicated after the order was issued by
your attormey to the county?

A You mean added after the order was issued?

Q Yes. I'm asking you do you recall the
possibility of an extension expressly referred to in
the order?

A Seens like I do, vyes.

Q Ckay. Do yoﬁ expect the filing to seek a

rate increase or a rate decrease?

A I really don't know yet because the MFRa
have not been completed.

Q When do you expect the MFRs will be
completed to the point that you will know whether
you're going in for an increase or a reduction?

A Well, I can't answer that right now
because that depends on, to a great extent, the
completion of the engineering investigations, which are
not yet complete. Unfortunately, I haven’'t had a great
deal of contact with that in the past few weeks, so I'm
not really sure. We're golng to be very close to that
deadline if we make the deadline.

Q Have you been a party to any discussions,
or have you heard about any discussions about the
relationship in timing between the filing of that rate
case and the hearing currently scheduled for May 7, 8
and 9 in the certificate extension docket?

A Only to the extent that we're all so busy
working on this docket here that we have a limited
amount of time to put in on the rate case

Q S0 1f you were going to ask for a
continuance of one case or the other, you would ask for
a continuance of the rate £iling?

A I don‘t think it's a matter of choosing
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between the two. I would say that we may be forced to
ask for an extension of the rate filing because we put
in so much time on this case and we haven't had really
encugh time to prepare all of the MRFs. But we're
still going to try to make that May 1 date, to the best
of my knowledge.

Q When did Intercoastal originally file for

approval of the test year for this rate case?

A It seems like it was in December of '99.

Q Do you recall what your original proposed
schedule for filing MFRs would have been?

A No. I really don’t recall right at the
monment .

Q Do you recall that the request for test

year approval was referred to the Division of
Administrative Hearing in Tallahassee?
A I remember that originally, yes.
Q Do you know why Intercoastal requested a
continuance of that test year approval decision?
A Not right at the moment, I don't recall
that.
MR. WHARTON: Want me to tell you?
MR. MELSON: Sure.
MR. WHARTON: Because the hearing officer
decided just before it was supposed to go that
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it was procedurally goofy and that we wexe to

submit some statements to her, which we did.

As I recall it, procedurally, she didn't

understand what kind of proposal it was.
BY MR. MELSON:

Q Do you know, at this point, what used and
useful methodology or methodologies are going to be
used in the upcomung rate filing?

A No, sir, because the engineering
investigations are not complete.

Q Do you now whether there is an intent to
use the connected ERC versus ERC capacity methodology
that Mr. Buxton employed for his financial analysis?

A In the rate case?

Q Yes.

A No, I really don't.

Q Is Mr. Burton participating in the

upcoming rate case?

A Mr. Burton is supposed to be involved to
the extent of the rates, of making up the rate
structure. And Mr. Burton 1s also supposed to contact
the St. Johns River Water Management District and
get their input on the possibility of instituting a
water conservation rate.

Q Is Mr. Burton going to be involved in the
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used and useful analysis in the rate case?

A To the best of my knowledge, Mx. Porter
has the responsibility for that.

Q You may have anaswered this, and I honestly
don't recall. Are you involved at all in the chain of

obtaining financing for Jax Utilities Corporation?

A No, sir.

Q That would be Mr. James?

A Yes. Well, Mr. James and/or Mr. Brannen.
Q What 1s Mr. Brannen's title?

A You mean with Intercoastal Utilities?

Q Well, I guess with Intercoastal Utilities
and then wath Jax Utilities Management.

A He is the Vice President of Jax Utilities
Management, but I really don’t xecall his title with
respect to Intercoastal Utilities. I'm sure it’s shown
on the 1999 Annual Report that you have copies of
there.

Q Is Mr. Brannen a stockholder of
Intercosatal Utilities?

A I believe he is a minority stockholder.

Q Have you ever been asked to estimate the
value that a certificate to serve west of the
Intracoastal Waterway might have on the sale of

Intercoastal Utilities?

A No, sir.
Q I believe you told me your present water

treatment plant capacity is nine million MDF?

A Maximum daxly flow.
Q Maxdmum daily flow, okay.
And that represents on the order of 12,000

plus ERCs?

A Almost 12,000, yes.

Q Okay. What --

A That's using my calculations, which --

Q Sure.

A -- may not be the same ones the engineers
used.

Q At build out, what do you expect the

demand, the water demand and ERCs, to be in the
territory that you're certificated to serve today?

A We expect the water demand to be in the
range of nine million galleona per day maxamum daily
flow.

Q So the plant 1s essentially sized for
build out of 1ts present service territory?

A That is my understanding, yes.

Q who built the most recent water treatment
plant expansion?

A It was built by Jax Utilities Management.
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Q Does Intercoastal or Jax Utilities
Management get bids for the construction of facilities,
or do they negotiate contacta which Jax Utilities
Management puts in process?

A Well, I think in the past, and I'm not
really sure how it’'s been handled with the water
treatment plant expansion, but I think in the past it
has been pretty much negotiated between Intercoastal
and Jax Utilities.

Q Do you know who negotiates on behalf of
Intercoastal?

A To the best of my knowledge, that would be
Mr. James.

Q Do you know who negotiates on behalf of
Jax Utilities Management?

A I think that would be Kelly Mike James.

Q And who is that? 1Is he a relation to --

A He 1s Mr. H. R. James’ son. He's

generally in charge of JUM construction projects.
Q Does My. James hold an office with Jax

Utilities Management; is he an officer of the

corporation?

A Which Mr. James?

Q Mr. H. R., Buddy James.

A Yes.
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Q What is his position with Jax Utilities
Management ?

A To the best of my knowledge, he is the
President.

Q He 1s the President, okay.

And what is his son’'s position with Jax

Utilities Management?

A I think he is a Vice President.
Q I2 he a direct report ta H. R. James?
A I'm afraid you would have to talk to Mr.

James about that, H. R. James about that because I'm
not really sure who he really reports to, if indeed he
does.

Q Now I'm confused.

Do you know to whom the younger James

reports? You’'xe saying he may not report te anyone?

A I‘m saying that the younger Mr. James has
a tendency to work pretty much on his own.

Q Sort of like the senior Mr. James?

A Well, they're both very independent
personalities.

Q When was the most recent water treatment
plant expansion completed?

A I think it was substantially complete at
the end of 2000. To the best of my knowledge, the
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certification of that has not been issued, but we did
gain permission from FDEP to go ahead and put the plant
on-line because of its configuration. There was no
other way to do it, so we have gotten permission from
them to put the plant on-line, but I'm not sure that
the financial certification has been i1ssued.

Q What is the capacity of Intercoastal's
wastewater treatment plant?

A The average daily capacity of the
wastewater plant is 1,5000,000 gallons per day, and
it’s permitted for that.

Q Is it large enough to serve the build-cut
needs of the eastern service territory?

A To the best of wmy knowledge, 1t is based
on the ERC flows that we are experiencing.

Q And when was it recently expanded?

A I believe that construction was completed
at the end of 199%9.

Q Was that plant also constructed by Jax
Utilities Management?

A Yes.

Q Do you know whether any construction has
ever heen performed -- since Intercoastal was acquired
by its present owners, has any construction been

performed for Intercoastal by any party other than Jax
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Utilities Management?

A I really don't recall. When you say any
conatruction, are you including simply plant
construction or any construction?

Q Let me ask first: Has any plant
construction been performed by anyone other than Jax
Utilities Management?

A I do not xecall any plant construction
that has been completed by anyone other than Jax
Utilities Management.

Now, there has been construction of
transmission systems that have been constructed by
others, that ia other construction companies that were

retained by developers.

o] And then donated to or contributed to --
A Or purchased by --

Q -- or purchased by?

A -- Intercoastal Utilities.

Q with regard to Intercoastal's Plan of

Service to the western service territory, the area for
which Intercoastal is seeking certification in this
proceeding, is it fair to say that Intercoastal
proposes to provide an on-site water treatment plant in
the western territory?

A ' I believe that’s what the Conceptual
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Master Plan contemplates. When you say on-site, do you

mean within the certificated area?

Q Within the certificated area.
A That’'s coxrect.
Q Would the same be true for the wastewatex

treatment plant?

A Within the certificated area, yes,

Q Does Intercoastal propose to use
groundwater to supplement reuse during the early yeaxrs
of the Nocatee Development?

A That has now become a guestion.
Originally, the Conceptual Master Plan anticipated the
possible use of groundwater to supplement reuse, but
that was based on some rather high projections of reuse
needs for golf courses by Nocatee Utility Corpoxation.

It appears that Mr. Doug Miller in some of
his -- 1n one of his depositions has sort of backed off
of that very high figure. And I think I put it in my
testimony somewhere that that appears to possibly
negate the necessity for use of groundwater as a
supplement.

At any rate, that supplement was supposed
to be a relatively minor need and would decline over
approximately a three year period to zero.

Q Does Intercoastal propose wet weather
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discharges to the Tolomato River?

A No, sir.

Q Does Intercoastal propose wet weather
discharges to the Intracoastal Waterway?

A Yes, as a wet weather discharge, if it is
necessary.

Q Are you familiar with the Development
Order for the Nocatee Development issued by St. Johns
County?

A I am not intimately familiar with the

Final Development Order.

Q Are you aware of whether the final
Development Order speaks to any requirements related to
on or off-site facilities, treatment facilities?

A If I remember correctly, according to a
January 24th, 2001 letter from the Department of
Community Affairs, i1t indicates that the DCA asked for
a condition stating that facilities would be located
off-site and be included in their Development Order
because 1f the facilities were going to be located
on-site versus off-site, they would have wanted to
asses what impact, if any, that might have.

Q Do you know whether a condition precluding
the use of on-site plans was included in the

Development Order issued by St. Johns County?
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A I have not actually seen the final
Development Order.

Q So you don’t know?

A So I assume, from this, that it probably
has been included in the Development Order. And

according to this same letter, if so, 1t was included

V in the Development Order on that basis and, basically,

because the developer was proposing that those
facilities would be located off-site.

Q What is your understanding of the role of
the Department of Community Affairs in the development
of regional impact procesa?

A They are one of the approving agencies.

Q What is your understanding of the rcle of
the Water Management District in the development of
regional impact process?

A I think they are one of the commenting
agencies, if you will.

Q What is your understanding of the rxole of

local goverrment in the DRI approval process?

a I believe that they are the ones who
recommend or make recommendations, I guess, on a DRI.

Q To the Department of Community Affairs?

A To the best of my knowledge.

Q If the Development Order for Nocatee

precludes the location of treatment plants on site,
would you expect that an amendment to that Development
Order would be required in order for Interccastal to
effectuate its Plan of Service?
MR. WHARTON: Objection as to form.
THE WITNESS: I would expect the
Department of Community Affairs to ask that an
amendment be submitted. That’'s the impression I
get from this letter.
BY MR. MELSON:
Q And what were the caircumstances under
which that letter was written?
A It was in response to a letter from Mr.
John Wharton to the Department of Community Affairs,
vhich was apparently written on January 23rd, 2001.
Q Do you have a copy of that request letter”
A I d1d not have that attached to my
testimony, and I really don’t remember whether I
brought with me a copy of his actual request letter.
Q Could you make that avallable to us as a
late filed exhibit to the deposition?
A I'm sure we can.
MR. WHARTON: Sure.
MR. MELSON: We’ll call that Exhibit No.
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(The instrument last-above referred
to was marked as Exhibit No. 2 for
Identification.)

BY MR. MELSON:

Q In your Direct Testimony, you talked about
the Local Sources First Polacy.

Is it your understandang that
Intercoastal’'s Plan of Service will or will not be
consistent with that policy?

A It is my understanding that Intercoastal’'s
Plan of Servace will be in conformance with that
polacy.

Q Is it your understanding that Nocatee
Utility Corpeoration’s Plan of Service is or is not
consistent with that policy?

A It 1s my understanding that the intent of
JEA to provide water from a distant source in order to
supply Nocatee Utility Corporation would not be in
conformance with that policy.

Q Do you know whether the Water Management
District considers the provision of sexvice by JRA to
be in conformance with that policy?

A I do not think that that determination has
been made because I doubt seriously that a consumptive
use permit application addressing that situation has

been forwarded to the St. Johns River Water Management
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District.

Q So you don't know whether your view of the
application of that policy does or does not conform
with Water Management District’s interpretation of the
policy?

A From what I read in the District Water
Supply Plan, there is considerable doubt in my mind as
to whethexr that JEA plan would conform with the Local
Sources First Policy.

Q I guess that wasn’t quite my question.

My guesticn 1s: Do you know whether or not your
interpretation of the Local Sources First Policy is or
is not conaistent with the Water Management District's
interpretation of that policy?

A I think that my interpretation of the
Local Sources First Policy would be the same, that the
St. Johns River Water Management District would apply
to the submission of that plan by JEA.

Q So you believe that you and the district
interpret the policy consistently?

A I believe that the district will interpret
the policy consistent with what I have said.

Q Ia that a yes?

A Well, I'm not really sure how it comports

with your guestion, but I think I've answered it.
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Q Well, I thought I had asked a yes or no
question and I didn’'t hear a yes or no, so let me try
one more time.

A All right.

Q Is it your understanding that your
interpretation of the Local Sources First Policy is
consistent with the St. Johns River Water Management
District's interpretation of that policy?

A I believe that it will be, yes.

Q You also make reference in your Direct
Testimomy to a 1994 St. Johns County Master Plan.

Can you tell me a little bit about what
that Master Plan is?

A It was a Master Plan for water and
wastewater utilities that was made up by St. Johns
County anticipating, you know, what the County’s future
planning for water and wastewater service would be.

Q Rs we sit here in April of 2001, do you
know whether the 1994 plan still xepresents the
position of St. Johns County regarding the provision of
water and wastewater service?

A No. It sounds like they have changed
their minds with respect to some porticns of that plan.

Q You also refer in your testimony to the

St. Johns River Water Management District 2020 Plan; is
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that correct?

A Yes.

Q What do you believe that plan says about
service by Intercoastal Utilities, if anything?

A Well, first of all, let’'s define what the
2020 Plan is. The 2020 Plan started out as a needs and
sources of supply asseassment. Those assessments went
into a document called the Water 2020 Plan. The copy
of which I have is for -- basically, I thank it's No 5§
of the District Water Supply Plan. And that Water 2020
Plan has now become part of the District Water Supply
Plan.

Basically, what I remember has been
consistently said throughout that plan is that
Intercocastal Utilities should continue to use
groundwater for its projected needs and that
Intercoastal Utilities had a facilities deficit for its
maximm daily demand. And we are working towards
overcoming that facilities deficit with this recent
water treatment plant expansion.

Now, all of that was geared to
Intercoastal’s 20 year projection of water needs, so
obvicualy Intercoastal cannot completely resolve all of
that maximum daily deficit with the current period
because if it did that obviously would not be used and



W O O~ s W N

I T N e B T~ T R U

[T I S Y N S e

R VN N R A T L i i e e v
i w» W N O W D NN e W O

73

useful. It alsc addresses, that is Intercoastal’'s
projection of needs, water needs, for the next 20
years, also addresses the need for water outside of its
existing certificate area.

Therefore, the total gallonage on which
that decision was made, that it had a facility defieat,
is for sexrvice that has not occurred as yet.

Q Did the service cutside the territory, the
estimates for service outside the territory, include
service to all the territory for which Intercoastal is
gseeking a certificate in this case?

A Yes. It included a 20-year projection for
that territory.

Q Does the inclusion of that projection in
the 2020 Plan confer on Intercoastal any legal rights
to your knowledge?

A The legal rights to what?

Q Well, does it confer any legal right to
serve a particular terrtory?

A No.

Q Does it confer any legal right to obtain a

consumptlve use permit to serve a particular territory?
A No. It was my understanding that by
participating in the process a future application for a

consumptive use permit would be facilitated.
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Q Wag the process a mandatory process?
A No, it was a voluntary process.
Q I'm going to show you a letter dated

February 16th, 1998, and to the back of it is stapled
another letter dated December 4th, 1996. I believe
thas is a document that was used last week during the
deposition of Ms. Silvers.,

Are you familiar with this document?

A Yes.

Q Explain to me what you believe the letter
to you from the Water Management District tells the
Public Service Commzssion that should be of interest to
it 1n this certificate proceeding.

A Well, it tells me that the estimates that
we made, that is Intercoastal made, as to its future
portable water sexrvice demands appear to be reascnable
for this service area. That would include all of the
projections that Intercoastal made for service to its
existing certificate area and a 20-year projection for
the area that it has applied for to this commission.

It alsc points cut very pointedly that the
diatrict could not review an application for a
consumptive use permit that has not been certificated
to the applicant. In other words, that simply says

that Intercoastal Utilities is going to have to obtain
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a certificate from the Public Service Commission in
order to be able to apply for a consumptive use permit
for that area or an extension of its existing permit.

Q Or a cextificate from St. Johns County for
the St. Johns County portion of the territory.

A Well, a certificate from some -- whatever
authority can issue that certificate.

Q Other than Intercoastal, what other
utilities does Jax Utilities Management manage?

A There are a number of smaller water and
wastewater plants that Jax Utilities has managed for
various owners, but I'm not really sure raght at the
moment how many of those we have.

We have been trying to drop off most of
the varicus small gsystems that we’'ve managed for other
people. At the moment, the only cother one that we are
fully responsible for the operations and management of
both water and wastewater, billing the custcwer,
servicing, et cetera, is Fruit Cove Utilities.

In the past -- we've got a long list of
companies that we have managed those types of
operations for, including the City of Jacksonwalle.

Q Is Fruit Cove Utilitieas owned by -- 1s 1t
affiliated at all with Jax Utilities Management by

common ownexship?
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A Fruit Cove Utilities 1s owned by -- I
think 1t is called Fruit Cove Propexties, Inc., and
Tope, Inc., and I believe that Mr. James 138 one of the
owners in that, but the other owners are not, to the
best of my knowledge, the same as Intercoastal.

Q Now, 1f I am correct, your application to
the Public Sexrvice Commission proposes to continue in
effect the water rates and water service availability
charges for Intercoastal that are in effect today; 18
that correct?

A Yes.

Q Is the same true for wastewater, that you
will continue your existing wastewater rates and
service availability charges?

A To the best of my knowledge, vyes

Q And is it also my understanding that the
application does not propose establishment at this time
of either a rate or service availability charge for
reuse service?

A I believe that it projected a reuse or a
reclaimed water rate, but I'm not aware of a service
availability charge that was proposed for it.

Q Would you anticipate proposing, at scme
point, a service availability charge for reuse sexvice?

A I don’'t think that was a consideration in
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the projections that were formulated by Mr. Burton.

Q I guess my guestion wasn’'t what did Mr.
Burton project. My question was: Would you expect
Intercoastal to propose, at some point, a service
availability charge for reuse?

A No. Based on Mr. Burton's procjections, I
do not anticipate that.

Q Are you aware that on the wastewater side
Mxr. Burton’s projections show, beginning in 2005, rate
decreases in four out of five years?

A I am aware that it shows a decrease in
Intercoastal's rates and that decrease continues on
through 2009, if that's what you're referring to.

Q Well, are you famliar with th; fact that
Mr. Burton put forth a so-called rate plan for watexr
and a rate plan for wastewater?

A Yes.

Q And do you recall that Mr. Burton's rate
plan for wastewater involved rates decreasing in four
out of five years beginning with the year 2005?

A I'm not really sure why you're saying four
out of five years, The rate decreases, to the best of
my knowledge, began in 2005. And 1f I remember
correctly, the projection was through the year 2009,

and decreases were projected for each of those years.
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Q All raght. So your recollection would
have been five out of -- 2005, 6, 7, 8 and 9, five out
of five years?

A I believe that's true.

Q All raght. In either event, whether it's
four or five, and the document will ultimately speak
for itself, is i1t your expectation that if granted the
certificate Intercoastal would file with the Florida
Public Service Commission a rate decrease application
in each of four or five succesgive years?

A I doubt seriously that it would file a
decrease application in each one of those five years.
It would file to decrease its rates, perhaps
respectively, in the year 2005 based on what the rate
plan shows.

Q And if Intercoastal were to do that, would
1t then earn less and generate less calsh flow in each
of the succeeding years that Mr. Burton has projected
in his analysis?

A Well, we wouldn't expect it based on that
projection, that is to earn less than what the
projection shows.

Q The application Intercoastal has filed in
the case includes, does it not, other property owned by
DDI or related parties in Duval and St. Johns County
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beyond the boundaries of the Nocatee Development?

A I think it covers areas in St. Johns
County, to the best of my memory, but not Duval.

Q All right. What is your understanding of
the need for service in those portions of your
requested territory lying outside of the Nocatee
Development?

A I would anticipate a need for servace in
the coming years for those areas as an adjunct to the
development of the Nocatee Development.

Q Were you present during the first
deposition of Mx. Skelton taken last summer?

A If you’'re referxing to the one that
occurred on July 25th of the year 2000, yes.

Q That must be the cne.

You were present at a deposition of Mx.
skelton on July 25th, 20007

A Yes.

Q Then that was the one.

Do you recall Mr. Skelton testifying that
there is no need for service in the portion of the
territory in St. Jochns County that is owned by DI,
that that 1s not part of the Nocatee Development?

A I remember him referring to that as his
opinion.
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Q Do you have any basis to disbelieve Mr
Skelton?

A I believe that Mr. Skelton is probably

incorrect in his assumption that that land would not be
made available in the future by the Davas famly
because I honestly believe that the desirability of
that land for development will increase considerably
once the Nocatee Development gets underway, and I
believe that eventually that land will be made
available for development.

Q Is it fair to say that is speculation on
your part?
A I think it’s fair to say that that’s not a

guarantee, but it's a very good possibility because I
believe that the Davis people or the Davis cwners will
eventually release that for development, just as they
have now released all of the lands that are now being
developed for Nocatee.

Q I believe I asked Mr Bowen this mormang
with regard to the cash subsidies that are projected in
Mr. Burton’s financial projections whether he had an
understanding of whether those subsidies would be
provided in the form of debt or equity.

Do you have any understanding, cnhe way or

the other, on that questicn?
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A I do not.

Q Would Mr, James, perhaps, know the answer
to that?

A I'm not really sure whether he has

contemplated that ox not.

Q what investment today does Intercoastal
have in transmission lines and collection systems?

A Are you asking for a dollar figure?

o) let me tyy again.

As a matter of policy, does Intercoastal
require all transmission and collection mains to be
contributed by developers, or are there scme such mains
in which it makes a utility investment?

A There are some such mains in which it
makes the utility investment.

Q what determines which mains fall into the
utility investment category?

A The mains that are generally not or,
pardon me, the mains that are generally sized in order
to be able to serve future projects, or the mains which
have been configured such that they are not generally
part of the developer’s responsibility.

Q I believe you were present during Mr.
Skelton’s deposition last week.

Do you recall him indicating that neo final

82

decision had been made as to whether Nocatee would be
developed by a single developer or whether there might
be multiple developers within Nocatee?

A Well, farst of all, I don't remember being
present at Mr. Skelton’s deposition.

Q Okay. All right. For purposes of Mr.
Burton‘s analysis, has Intercoastal treated Nocatee as

though it would be a single development by a single

developer?
A Yes.
Q To the extent that there were multiple

developers within Nocatee, would that change the
assumptions that Intercoastal would make about the mix
of invested versus contributor wise?

A It could change Intercoastal's investment
to the extent that some of those lines may be common to
various developed sections, and that Intercoastal may
have a need or a desire to invest in some of those
lines. So far that hasn't been indicated to me.

Q Let’s focus for a moment on your eastermmn
service territory.

Do you anticaipate that all future
connections within that territory will be only new
lines, or is there scme in-fill on existing lines that

remains to take place?
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A I think to a great extent, the future
growth will be as a result of in-fill and redevelopment
probably on existing lines. There are some areas which
may require some new transmission systems, but they're
relatively limited, in my opinion.
MR. MELSON: Could we take about a ten
minute break?
MR. WHARTON: Sure. It’'s a good time to
take one.
(Brref break.)
MR. MELSON: I'‘ve gone through my notes,
M. L. and I don’t have anything else at this
time. Thank you.
THE WITNESS: You're welcome.
MR. MENTON: Suzanne, @O you have any
questions?
M3. BROWNLESS: Yes, I do.
MR. MENTON: Do you want to go next?
MS. BROWNLESS: I will be happy to go
next.
MR. MENTON: Ckay.
CROSS-EXAMINATION
BY MS. BROWNLESS:
Q Hello, Mr. Forrester. How are you? This
is Suzanne Brownless on behalf of the Utility
B4

Department.
A Hello, Ms. Brownless.
Q If the connection here is poor and you

can’'t hear me, please let me know.

A All right.

Q In your original application, my
understanding is that you applied to serve the Waldon
Chase service area; is that correct?

A Yes, in the original application.

Q In the original application, did you alsc
apply to serve Marsh Harbor and Allen Nease High
School?

A I remember the Marsh Harbor Development
being -~ or the area that was supposed to be Marsh
Harbor Development being included, yes.

Q . And Allen Nease would be slightly south of
Waldon Chase, that’s where the Allen Nease High School
is, right off of 210?

A Yes, ma’am.

Q Ckay. And was that included in your
original applicatien?

A To the best of my knowledge, that entire
area was a part of Section H of ocur application, yes.

o} I saw some interrogatories in which Mr.

Burton excluded Waldon Chase from certain rate
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calculations.
Have you officially excluded Waldon Chase
service area from your application?

A Yes. I believe that we confirmed that in
response to an interrogatory from the commission staff.

Q what about the Marsh Harbor area?

A No, ma'am, that is not excluded.

Q And what about the Allen Nease High School
area?

A If the Allen Nease High School is still
included in that Section H, no, wa’'am, we would have
not excluded that.

Q Are you aware that the county is currently
providing water and sewer service to Allen Nease High
School?

A No, I was not aware that the county is

currently provading sexrvice to Nease High School.

o] In light of that fact, would your position
change regarding the Allen Nease High School area?

A Probably, it would.

Q And when I say change, I mean would you

consider excluding that from the terxritory regquested?
A Excluding Allen Nease High School would be
appropriate, I think, if the county is already

providing servace to it.

BE

Q Mr. Melson asked you some questions about
the rate case which you have been asked to file with
St. Johns Water and Sewer Authority.

Do you remember those questions?
A I do not remember the specific questions.

I remember the line of gquestioning.

Q Ckay. And I believe you discussed with
him your involvement in that rate proceeding; is that
correct?

Yes, ma‘am, I believe generally --

Q Ckay.

A -- I did discuss that.

Q The rates that you are proposing or will

propose in the St. Johns County case, do those rates
include or do you anticipate in that f£iling service to
areas which are outsides your existing authority
sexrvice area?

A No.

Q If you are granted in this PSC proceeding
the raght to serve Nocatee, or the area that you have
requested, what impact will that have on your filing
before the auchority?

A If we are granted the application that we
have filed before the Public Serwvice Commission, it is
entirely possible that we would withdraw that rate
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application.

Q And what would be the rational for
withdrawing your application?

A Because our propogsed Plan of Service would
result in econcmies of scale that would preclude the
need for any additional rate.

Q wWould it be your position that if granted
the certificate by the Florida Public Sexvice
Commission you would no longer be regulated by St.
Johns County?

A If our application is approved as
submitted, we would not be regulated by St. Johns
County.

Q And your position would be that you would
be regulated solely and entirely by the Florida Public
Service Commission?

A Yes.

Q This is the follow-up on some questions
asked by Mr. Melson. He went over the four pieces of
testimony you filed and, unfortunately, I couldn't hear
your answer, so it's my understanding that you filed
Direct Testimony, Intervener Testimoy, Rebuttal
Testimony and what was the fourth piece?

A Supplemental Intervener Testimony.

Q And that testimony was in response to
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what, the Supplemental Intervener?

A Primarily in responae to the Supplemental
Direct Testimonies of Douglas Miller and Mrs. Deborah
Swain.

Q And part of that would have been in
responses to JEA and its agreement, service agreement?

A If you will allow me just a moment to
review that,

MR. WHARTON: Suzanne, when you say part
of that, do you mean part of that Supplemental
Direct Testimony filed by Miller and Swain?

MS. BROWNLESS: Well, dad Mr Forrester
respond to Swain and Miller’s Supplemental
Direct Testimony “concerning the JEA NUC
agreement, to be more specific?

THE WITNESS: I believe that they did, and
I believe that I did make some comments relative
to that agreement.

BY MS. BROWNLESS:

Q D1d you review the JEA NUC agreement?
A Yes, I did.
o] And what were the comments that you

offered with regards to that agreement?
A Well, I would have to go back through my

Supplemental Intervener Testimony and try to ferret
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those out.
o} Can you briefly sumarize it?
MR. WHARTON: Are you asking what comments
he made in the prefiled testimony?
MS. BROWNLESS: Yes.
highlights of his commenta? If he knows, that's

What were the

great; if he doesn’'t, that’'s all right, teoo,

THE WITNESS: Well, I think the question
that was posed to me was do I have any concexns
or comments regarxding the new agreement between
JBA and NUC. I did make those comments
starting on Page 6, and I believe that they wexe
generally swrroundang the JEA plan for sexvice.

MS. BROWNLESS: Thank you.

BY MS. BROWNLESS:

Q Do you have any additional comments to
make today, other than what you’ve previously testified
to?

A I think that would be making additional
testimeny, and I don’t think that's allowed at this

point, 1s it?

Q Well, this is just a deposition, Mrx.
Forrester.
A No, I don‘t have any additional comments

that I want to add right at this tame.

30

Q You were asked scme guestions about the

water 2020 study by Mr. Melson.
Do you remember those guestions?

A I remember the line of questioning, yes,
ma’ am.

Q Okay. And I think you referred to a
District Water Supply Plan?

A Yes, ma’am.

Q Is that a document that has been produced
in this case, do you know?

A That has been produced?
Q Yes? In other words --
A I have made extenaive references to it,

but I don't think that it’s -- I think we allowed Mr.
Melson to look at that plan, but I'm not really sure
that he asked for a copy of it.
MR. WHARRTON: Is it a document that you
brought here today?
THE WITNESS. Yes.
MR. WHARTON: In one of these many boxes
that are behind you?
THE WITNESS: Yes.
BY MS. BROWNLESS:
Q Is that -~ this is the St. Johns Water

Management District Water Supply Plan. What is the
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date on that, Mr. Forrester?

A If yourll hold on for just a moment, I'll
take a look.

Q Ckay .

A Suzanne, it only shows the year, and the

year is 2000.
Q would that be the title, 2000 District
Water Supply Plan?
A No, the title is District Water Supply
Plan, and it 1s Special Publication No. SJ2000-SP1.
Q That’s S as in Sam and P as in Paul?
That is coxrect.
So it’'s District Water Supply --
Plan.
~-- Plan, SJ2000-8SP1?
Yes, ma‘am.

The date on it is 20007

O P 0O PO P

Yes, ma‘am. That's on the inside cover.
It just simply says 2000 at the bottcm.
Q What do you understand the legal import of
that document is?
MR. WHARTON: Cbject to the form of the
question.
THE WITNESS: Well, I'm not really sure of
what the legal import 1s. It is my

understanding that it is a guidance document for
the St. Johns River Water Management District
and will be used in the district's continuing
planning for water supplies within the district.
MS. BROWNLESS: Okay. Would you --
THE WITNESS: And possibly --
BY MS. BROWNLESS:

Q ’ Would you consider this to be like any
other planning document subject to revisions?

A Very definitely. And I expect 1t to be
revised according to its content within the next five
years.

Q Okay. If, for example, a utility included
projections in this document that was subsequently
revised, would you considexr that to be an impediment to
securing a consumptive use permit in the future?

A I'm not really sure I understand the
gquestion, Suzanne.

Q Well, let me break it up into little
parts. My understanding is that the water 2020 study
data was included in this District Water Supply Plan;
is that corxect?

A That is correct.

o] Now, my understanding is that the water
2020 supply data was provided by individual utilities

f

91
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within the region; is that correct?

A Yes, ma‘am. And it was reviewed by the
St. Johns Raver Water Management District for
reasonableness.

Q And that each individual utility provaded
its own estimate of 1ts own projected needs; is that
right?

A That is correct.

Q Now, to the extent that a utility enhances
its surface territory beyond what it had in place at
the time it provided data and, therefore, realizing
that it has an enhanced water need, would you expect
that to present a problem when it went to get a
consumptive use permrt for that enhanced need?

A No. I would expect the projections to be
an advantage to it in going to apply for a consumptive
use permit as long as the projections held true,

Q Okay. So to the extent that the utility
projected or asked for or projected needs associated
with an area it dadn’t currently have, that would a
bonus as far as you’'re concermed?

A I'm not really sure what you mean by the
term bonus.

Q Well, 1t would enhance its likelihood of
getting a consumptive use permit for that demand.

954

A It 1 my understanding that the
participation in this District Water Supply Plan would
be -- would facilitate a utility getting a consumptive
use pexmit for its projected volumes.

Q Okay. But is it your understanding that
1f you failed to make a projection, you would
necessarily be denied a consumptive use permit?

A I'm not really sure that that would be a
true statement. I only know that if a utility has made
reasonable projections and accurate projections that 1t
will facilitate getting a pexrmit. It doesn‘t
necessarily mean that if it's made a mistake in those
projections that it would be penalized for those
projections.

Q Okay. Thank you.

You made reference to the 1994 St. Johns
County Master Plan.

A Yes.

o] Is that the title of that document, the
complete title? ’

A If you wzll hold on for just a moment, I
will pull the document. According to the front sheet,
Suzanne, it reads, Report St. Johns County, Florida
Water and Wastewater Master Plan, and it is dated
Cctober 1994.
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Q I'm writing here, so Report St. Johns

ty, Florida Water and Wastewater?

A Yes, Water and Wastewater Master Plan.

Q Do you know whether there has been any
revaisions to this October 1994 document?

A I would assume that there probably have
been revisions to that plan.

Q Do you have a copy of any of those
revisions if they exiat?

A Do I have a copy?

Q Yes, sir.

A I have a copy of a letter from Camp,
Dresser and McKee, Inc., to Mr. Herbext Vandermark,
manager of construction. That letter indicates that
they are changing some of their positions that were
stated and quoted by me in the Master Plan. More
particularly --

Q What is the date of that letter, sir?

A September 1st, 1598.

Q Other than whatever changes or revisions
are included in the September 1st, 1998 letter, are you
aware of any others?

A No, I am not.

MR. BROWNLESS: If you can give me just a
minute, I think I may be done, but just gave me
96

a second.
Thank you, Mr. Forxrester. That's all I
have.
THE WITNESS: You're welcome.
CROSS - EXAMINATOIN
BY MR MENTON:

Q Good aftexrmnoon, Mr. Forrester.
A Good afternoon.
Q I'm Stephen Menton on behalf of JEA. Some

of my areas -have already been covered. Mr. Melson has
taken away some of my thunder. I'll try not to
duplicate, but there be a little bit of overlap as we
go through a couple of areas.

BEarlier, you testified in response to some
questions from Mr. Melson about scme conversations that
you had with JEA, and I believe you referenced a
memorandum from January of 1998 regarding those

dascussion.
Do you recall that?
A Yes.
Q Do you recall that you were involved in

subsequent discussions with JEA about the prospect of a
wholesale arrangement by which JEA would provide
service to Intercocastal for this area?

A I'm not sure that I remember precisely any
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conversations regarding wholesale service to the area
that referred -- are you referring to the area that we
designated as H?

Q Well, let me get a little bit more
specific.

Do you recall that prior to the time of
the proceeding before the St. Johns County Water and
Sewer Authority that you and Mr. James contacted JEA
and requested whether JEA would be interested in
entering into a wholesale arrangement?

A which would have been a follow-up to this.

Q Which would have been in approximately
January of 1999.

A I don't remember the exact dates. We did
have some discussions with JEA subsequent to that
relative to service to the entixe area, but I don’'t
remember the substance of all of that.

Q And do you recall at that time that JEA
indicated that it was not interested in pursuing a
wholesale arrangement with Intercoastal?

A It is my understanding that JEA had or was
contemplating signing the original letter of intent
with DDI, and for that reason that letter of intent
would exclude any further conversation with

Intercoastal relative to providing wholesale service to

28

this area.

Q 30 if I understand you correctly, then,
you do recall that JEA did tell Intercoastal that it
was not interested in pursuing a wholesale arrangement
with Intercoastal to provide service to this area?

A Yes.

Q And have there been any subsequent
indications that you're aware of where JEA has
communicated that it's willing to pursue a wholesale
arrangement with Intercoastal?

A No, I'm not aware of any.

Q You spoke with Mr. Melson regarding the
Local Sources First Policy.

Do you recall scme of those questions?

A I don't recall the questions, I recall the
line of gquestioning.

Q Okay. And I thank you indicated that the
Local Sources First Policy come into play in connection

with an application for a new consumptive use permit;

correct?

A I said that was where I would expect it to
arise.

Q Is there any other circumstances in which

the Local Sources First Policy would come into play?

A You mean with respect to JEA or with
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regpect --

Q With respect to JEA providing service to
this area.

A It might very well come into question with
respect to JEA's plans to develop a new well field
either in the north or the west district, whichever one
JEA decides to eventually bring its watexr from outside
of st. Johns County.

Q Do you know if JEA has any plans to file
an application for a new well field that would bring
that issue into play?

A I think JEA was the one who indicated that
they would bring that water either from the north or
from the west. And I would certainly expect that would
require installation of a new well field or new wells.
And in that cagse, the question of the Local Sources
First Policy, I would expect to 1t to arise at that
time.

Q So the Local Sources First Policy would
arise at such time that JEA might make an application
for a new well field; correct?

A I said I suspect that.

Q Ckay. Any other time that you're aware of
where the Local Sources First Policy would come into

play?

100

A No, because the Local Sources First Policy
generally would govern a plan or a proposal te bring

water from a distant area into St. Johns County.

Q Have you reviewed JEA’'s consumptlve use
permit?

A No, I have not.

Q Do you know whether, in fact, JEA's

consumptive use permit includes water designated for
the northern st. Johns County area?

A No. Not having reviewed those permits, I
would not have that knowledge.

Q If JEA's consumptive use permits include
water allocated for the northern St. Johns County area,
including the Nocatee Development, would that mean that
the Local Sources First Policy would not be brought
into play?

A I don’t think that 1s necessarily true.
It wight be the case, but I don't think 1t's
necessarily true.

Q If 1t's not necessarily true, would you
explain to me how it would come into play?

A Because I doubt very seriously that those
consumptive use permits extend for the period of time
that is involved in providing service on a leng-range

basis to St. Johns County, so I would expect those
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permits to have to either be revised or for new permits
to be 1ssued.

Q Do you know what the current permitted
capacity for JEA's south grid is?

A No. I only know that in the District
Water Supply Plan they indicated that the greatest
deficit for the 2020 projections are in JEA’s scuth
grid service area.

Q Do you know whether those projections
included areas in northern St.Johns County?

A I'm not really sure what they included at
that particular time. It only indicated that JEA’s
plan to resolve those deficit problems was to bring
water in from the north or west area.

In fact, I think that they specifically
cited the north area of Duval County, and that was one
of the proposals that was being made to rescolve their
south grid defacit.

Q Okay. So going back to the gquestion
though, 1f I understand your answer you do not know
what areas were included by JEA in the determination of

what needs would be within the south grid ares;

correct?
A No.
Q And you do not know what the current
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permitted capacity for JEA's south grid is, do you?

a No. I believe it was mentioned in Mr.
Pexrkins’ testimony, but I don’t recall exactly what
that was.

Q And do you know whethex or not the current
commitment to JEA is with respect to this south grid,
how they compare to what the permitted capacity of the
south grid is?

A No, I do not.

Q And 1f Mr. Perkins testifies that the
permitted capacity of JEA's south grad, in and of
itself, has enough excess of capacity to meet the needs
of the Nocatee Development for at least the first two
to three phases, would you have any basis for
disagreeing with that?

A I would be suxprised that it had that much

capacity --

Q Is that --

A -- based on what the District Water Supply
Plan saxd.

Q You would be surprised because that would

be a lot of exceas capacity; coxrect?

A Not only be a lot of excess -- yes, it
would be a great deal of excess capacity.

Q And you don’t have any basis for
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disagreeing with that, do you?

A Only to the extent that the District Water
Supply Plan says that the JEA south grid has some
serious deficiencies it its water 2020 plan
projections.

Q Okay. And I believe you talked about in
your prefiled testimony when you talked about JEA's
south grid woes, I think is what you called it. Do you
recall that?

A Yes.

Q Okay. And explain to me what you mean by
JEA’s south grid woes.

A If you will hand me back my copy of the
District Water Supply Plan, I'll read it to you.

Q Okay .

A And I'm referring to Page 102 of the
District Water Supply Plan, under the section entitled
JEA, it says, "The largest percentage of the 2020 needs
and deficits in the Duval County portion of work group
area five occurs within JEA’'s service area. JEA is
developing a plan to meet this need and issued a Phase
I Water Facilities Plan in August 1998. This plan
recommends the phase out of certain facilities and the
improvement or expansion of othexs. JEA appears to

have most of the facilities required to meet its
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projected 2020 needs. However, the projected needs are
large enough to make the developing alternative sources
potentially attractive both technically and
financially. Options include new well fields in the
north grad portion of the JEA system and
interconnection to the south grid to convey the new
supply, suxface water supply from the lower Tolomato
River and sea water disalting."

That same type of discussion is continued
again on Page 111.

Q Let me see if we can shortcut this a
little bat.

Is the entire basis for your determination
that JEA has south grd woes, the District Water Supply
Plan?

A Yesa, it 1s.

Q And you have no independent basis for
making a determination as to whether or not JEA has
woes in its south grid?

A Well, other than the newspaper reports
that I've read about the problems that they've had
supplying water in the Mandarin area.

Q And those were related to the purchase of
a utility, a pravate utility an Mandarin, is that

correct, or do you know?
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A I'm not aware that they were related to
the purchase of a private utilitcy.

Q Were these newspaper articles written by a
hydrogeologist who had information regarding what JEA's

capacity to serve in that area was?

A No.

Q Okay. So the only basis --

A Not te my knowledge.

Q The only basis that you have are newspaper

reports written by non-scientists and what's in the
District Water Supply Plan; correct?

A That is correct.

Q Okay. Now, the District Water Supply Plan
talks about work group five; correct?

A Yes.

Q And all of the discussion that you just

talked about 1s in connection with work group five;

correct?

A It is all related to work group five.

Q And work group five includes Northern St.
Johns County and Southern Duval County; correct?

A That 13 correct.

Q And the work group five area in the

District Watexr Supply Plan is identified as a priority

water use caution area; correct?
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A To the best of my knowledge, 1t is.

Q So the entire area that you have requested
in this application before the PSC is within a priority
water use caution area; correct?

A To the best of my knowledge, it 1is.

0 And what is your understanding of what a
priority water use caution area 1s?

A It simply means that there may not be
enough supply to go around if the projected growth of
that area actually occurs in the future, but it's not a
conclusive statement.

Q Okay. Now, the determination of whether
or not there is a deficiency in the projected needs, do
you know how the district makes that determination?

A It makes it based on the facilities and,
also, based on the resources that are available.

Q And in making their calculation as to what
the projected deficit is with respect to any particular
area, lsn't it true that the district takes existing
facilities and compares those to projected population
growth?

A I'm not really sure that.it uses
population growth exclusively. I think that in the
case of the utilities, the District Water Supply Plan

uses the projected volume by the utilities. T think
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there is a whole section in the Distrxict Water Supply
Plan that discusses that.

Q Okay. So in -~

A And they use the higher projections that
were available from the utilities.

Q So the district utilized the projecticns
that the utilities gave them; correct? They used the
projections that JEA gave them?

A I presume that that's what they dad.

Q Do you know what projections were given to
the district by JEA?

A I'm not familiar with the projections that

they made. I'm familiar which -- let me see, well,
that’s usual because Table 23 makes a projection of the
needs for the year 2020 and subtotals those needs for
St. Johns County, and JBA apparently did not submit any
needs for St. Jchns County.

However, JEA’'s 2020 needs are included in
the subtotal for Duval County, and those needs
indicated that they would have to have 43.3 million
gallons per day in the year 2020, 45.90 and 2020 plus
one in ten year drought. So, apparently, JEA gave no
projections to the St. Johns Water Management District
for St. Johns County.

Q Mr. Forrester, you den’t know what JEA
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gave to the Water Management District in connection
with the Water Supply Plan or in connection with any of
its consumptive use permits, do you?

A Only to the extent that 1s reflected in
the District Water Supply Plan.

Q And you don't know whether or not JEA's
existing consumptive use permits include allocations
for areas wathin northern St. Johns County, & you?

A No, I do not.

Q Now, Mr. Pexrkins in his prefiled Direct
Testimony states on Page 6, "That JEA has the capacity
to immediately needed water and wastewater treatment
facilities under both agreements through facilities
currently owned and operated by JEA. The existing well
fields which supply JEA’s south grid has sufficient
capacity to provide service" -- oh, this is St Johns
County.

"JEA’'s long texm plans have amply
anticipated growth in this area and include additional
options as addition demands arise."

Do you know what the status 1s of JEA's
efforts to interconnect its north and south grids?

A It is my understanding from Mr. Perkins’
and/or Mr. Kelly's testimeny that those plans to

transfer water from the Nerth Duval County or West
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Duval County are in progress or in planning.

Q Do you know what the excess capacity that
is available with JEA's north grid is?

A No, I do not.

Q On Page 8 of Mr. Perkins’ testimomy, he
talks about the south grid. "JEBA’s south grid has
total permitting capacity of 104.4 MGD with the
comitment to existing and future customers of 43.32
MGD. "

That would indicate that the south grid
has an excess capacity between commitments and
permitting capacity of over 60 million gallons per day;
1s that correct?

A That's what would be indicated by those
figures you’ve given me, yes.

Q Do you have -- would this indicate that
JEA has water woes in the south gr:d, 1f it has 60
million excess capacity between what it’s permitted for
and what it's committed to provade?

A Are we talking about the permitted
capacity of the existing plants --

Q Uh-huh.
A -- or are we talking about the permitted
capacity of the existing source?
Q We’'re talking about JEA's current capacity
110

for its existing plants.

A Well, there i1s a ceonsiderable difference
between the capacity of the plants to be able to punp
and treat and the capacity to be able to withdraw that
resource from the ground.

Q And what is -~

A So I'm not really sure what you’re talking
about in terms of permitting capacity. I don't know
whether the mechanics or the mechanical design of the
plant is what you're referring to or whether the
resource that they’re going to tap for that plant is
the -- is going to be able to provide that excess 60
millions gallons per day.

My impression that I get from the District
Water Supply Plan is that that resource is not
sufficient. It said precisely, and I think I read 1t,
that JEA has the facilities to be able to meet that
2020 demand, but having the facilities and having the
resources is a completely separate matter.

Q Do you know what JEA has worked ocut with
the district in terms of a safe yield for its south
grid?

A No, I do not.

©

Do you know whether, in fact --
I do not have that knowledge.
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Q -- whether JEA has reached a determination
with the Water Management District as to what the
appropriate safe yield capacity 1s for the south grid?

A No. I would -- I do not have that
knowledge and, quite frankly, I'm surprised that they
have been able to work that out because the District
Water Supply Plan indicates that they do not have the
information available for work group area five to be
able to determine what a safe yi1eld capacity is in any
of these areas and expect to be able to have that
information at their next five year update.

Q Well, now the work group area five 1s a
much lager area than the area that JEA currently has
well fields; isn’t that coxrect?

A Well, certainly it is.

Q Do you know whether JEA has done any
studies that have determined what the appropraate safe
yield is for the south grid water plant?

A I have not been made aware of any such
statements.
Q If JEA has conducted a study as to what

the resource will yi1eld with respect to the south grid,
and that study indicates that there is -- I'm not even
going to go there. Let me back up for a second.

Does Intercoastal have any excess capacity

available within its water treatment plant to serve the
Nocatee Development?

A My answer would have to be ne because the
current water treatment grid, water production grid, I
should say, for Intercoastal Utilities has been sized
for its existing service area.

Q So --

A But then we are not proposing to utilize
that particular grid in order to be able to serve
Nocatee. We're proposing new facilities in that area.

Q So in order for Intercoastal to serve the
Nocatee Development, it is going to have to develop new
sources for the entire project; correct?

A Yes, I believe that that’s a very clear
understanding that anybody would get from our
Conceptual Master Plan.

Q And Mr. Melson discussed with you earlier
the provisions of the Development Orders that have been
entered with respect to the Nocatee DRI; do you
remember that?

A Yes.

Q And you're aware that the Development
Oxders that have been entered prohibit new well fields
within the Nccatee Development; correct?

A It is my understandaing that the

111
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Development Orders do. I have not been able to -- I
have not seen those.

Q Has Intercoastal made amy amendments or
modifications to its Conceptual Master Plan to take
into account the positions of Development Orders?

A No.

Q Do you intend to do that prior to the
hearing in this case?

A No.

Q So at this point in time, the Conceptual

Master Plan that has been proposed by Intercoastal in
this proceeding is inconsistent with the Development

Orders that have been issued from the DRI; correct?

A That would be your interpretation of it,
yes.

Q And what is your interpretation of it?

A My interpretation 1s that Intercoastal

Utilities proposes on-gite facilities for the territory
that it has applied for for certification.

Q And 1f, in fact, the development cannot go
forward with on-gite utilities, is there a need for
service in your opinion?

A Absolutely, there would be a need for
service because I thaink that the development, the
Nocatee Development, will go forward. Aand if
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Intercoastal Utilities is granted its application by
the Public Service Commision, there will be a need on
the part of the developer to amend its Developmental
Oxder,

Q Do you know whether or not the developer
will, in fact, be able to amend the Developmental
Order?

A I think Development Orders are amended on
a continuous basis all over the state of Florida.

Q Do you know whether or not this particular
Development Order could be amended to include on-site
utilities?

A It 18 my understanding that it can be.

Q It 18 your understanding that it can be

based upon what?

A Based upon legal advice.

Q SO your attorney has told you that they
could amend the Development Order, and therefore your
Plan of Service is ckay, from what I'm understanding?

MR. WHARTON: I'm going to instruct you
not to answer anything your attorney has told
you.

BY MR. MENTON:

Q Do you have any basis for believing that

Intexcoastal's Conceptual Master Plan would be able to
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serve this development other than what your attorney
has told you, in light of the provisions in the
Development Orders that we've talked about?

A I'm sorry; would you like to repeat that
guestion?

Q Other than what your attorney has advised
you, do you have any basis for your position that the
Nocatee Development can go forward with on-site
utilities contrary to what’s in the Development Orders
that have been considered?

'y It is my own personal understanding that
the Development Ordexrs can be amended in the event that
Intercoastal Utilities is granted i1ts application to
provide for on-site facilities.

Q The question was: Do you have any basis,
other than what you have heard from your attorney, for
that cenclusion?

A Gee, I thought I answered the gquestion.

It is my own understanding that the
Development Order can be amended.

Q But you have done no investigation on your
own to determine whether or not this development can go
foxrward in accordance with the modifications that
you're suggesting, other than talking to your attorney?

MsS. BROWNLESS: For those of us who are

not there, was there a nod or are we still
waiting for an answer?

THE WITNESS: No, you're waiting for an
answer.

MS. BROWNLESS: Thank you.

THE WITNESS: Based on the letter that was
written to Mxr. John Wharton by Mr. Bob Cambry
from the Department of Community Affairs, it is
my impression from that lettexr that the
Development Crder can be revisited on the basis
of utilities being provided on-site to Nocatee
because the developer was the one who
represented in the ADA, that is the Applicaticn
for Development Approval, that the facilities
would be located off-site. The department did
not require the facilities to be located
off-site and does not proffer an opinion
regarding on-site versus off-site.

I think that is sufficient for me to
strongly feel that the Development Ordexr can be
amended 1n order for the utilities to be
on-site.

BY MR. MENTON:
Q Is Intercoastal Utilities considered a

regiocnal utility?

115
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A Yes.
Q And how do you define a regional utility?
A A regicnal utility serves an area which is

reasonably large. It provides water and wastewater
services to all of the requesting parties within its
axea.

Q And what i1s the current service area for

Intercoastal Utilities?

A You mean in terms of acres?
Q Yes.
A Approximately 4,500 acres.

Q And, in your mind, what 1s the breaking
peint, you know, for a regional utility? How many
acres constitutes a regicnal utility?

A I would say that, in my mind, the
difference between utilities -- i1f you want to use a
characterization, a regional utility serves a wide and
diverse area of development as oppeosed to a subdivision
utility which provides service only te one platted
area. Typically, subdivisions tend to run several
hundred acres as opposed to several thousand acres, so
a regional utility sexves an area to a region as
opposed to a subdivision.

Q In your opinion, are the number of plants

that a utility has relative to whether or not a
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particular utility might be a regicnal utility or not?

A I'm not sure that the number of plants has
a particular bearing on it. But in Intercoastal’s
case, it does happen to have two water treatment
plants, water production plants, serving an
interconnected grid, so if you could say that a large
interconnected grid serving several thousand acres with
two plants is typical of regional service, as it is in
the case of JEA with multiple plants serving an
interconnecting grad, you wmight be able to make that
type of characterization.

Q And how many wastewater plants does
Intercoastal have? °

A One. One subaquecus wastewater plant,
which we hope sincerely that scme day we’re going to be
able to phase ocut 1f we are granted this certificate to
serve this area.

Q Let's talk about that a little bit because
I had a little bat of a hard time following your
testimony. I couldn't determine from your testimony
whether, in fact, Intercoastal would be phasing out the
current wastewater plant or whether it would not.

Can you tell me what are Intercoastal’s

intentions if it obtains the certificate with respect

to its exasting wastewater plant?
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A Well, I thought I made it very clear that
our future plans would be te phase out that exasting
Sawgrass wastewater plant. In fact, I went into a good
deal of descraption about the phasing out of that plant
using the facilities that PBS&J has designed for
crossing the Intracoastal Waterway.

Q Now, 1f I understand your testimony, the
Conceptual Master Plan that you have put forwaxd
anticaipates that Intercoastal would initially provide
reuse service to Nocatee from i1ts existing wastewater
plant; is that corrvect?

A I'm sorry; you're going to have tc repeat
that because I missed scmething in it.

Q How is Intercosatal going to meet the
initial reuse needs of the Nocatee Development?

A By a combination of reuse water from the
east area and the wastewater that is generated within
the Nocatee area, with the possibility that that would
have to be supplemented initially by groundwater.

Q Okay. So the initial plan, the initial
Plan of Service would be to take reuse water from
Intercoastal’'s existing plant, transmt it underneath
the Intracoastal Waterway to the Nocatee Development to
meet the reuse needs or to partially meet the reuse

needs of Nocatee; correct?
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A Correct.

Q And then, at some point down the line,
you’re going to phase out your existing wastewater
plant?

A Those same facilities that would transfer
the reclaimed water from the east area, the eastern
service area to the west area, would be converted to

phase out the existing Sawgrass wastewater treatment

plant.

Q Okay. And so then you would do another
subagueous connection to transmit the --

A No, we -- 1t would be the same subagueous
crossing.

Q So you would use the reuse line that you

put in place to transmit the sewer back to the new site
on the west?

A Yes.

Q How are you going to get reuse to Sawgrass
at that point?

A I'm not really sure that reuse would be a
necessity at that point.

Q Doesn’ t Intercoastal have a conmitment to
provide reuse to Sawgrass Country Club?

A Yes, it does.

Q Okay. So how are you going to get reuse
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back to Sawgrass?

A I'm not really sure that I have a clear
understanding of the Conceptual Master Plan in that
respect.

Q At what point in time is Intercoastal
going to phase out its current wastewater treatment
plant?

A I'm sorry; I really don’t remember what
time frame was indicated in the Conceptual Master Plan
for that.

Q You spoke with Mr. Melson about the
current discharges that Intercoastal makes to the
Intracoastal Watexrway. And that is the current site
for disposal of the excess effluent that isn't used for
reuse; is that right?

A If I understand your question correctly,
there is a current discharge to the Intracocastal
Waterway of excess reclaimed water.

Q Uh-huh.

A Is that what you’ye asking me --
Q Right.

A -- to confirm that?

Q Yes.

A Yes.

Q

And that existing site would be the
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cuwrrent or, I mean, would be the location for your wet

weather discharge if the Conceptual Master Plan is

approved?

A In that general area, yes.

Q And is that discharge now to an area that
is designated as an outstanding flow of water?

A No, it is not.

Q $o the current excess effluent that is

generated by your wastewater plant is not being
discharged in that same flow of water?

A No, it 1s not. It is being discharged to
the Intracocastal Waterway, which north of County Road
210 Bridge is not designated, to the best of my
knowledge. And according to the testimony of Mrx.
Cordova, it's not designated as a Florida outatanding
water.

Q Now, 1n your prefiled Direct Testimony,
you submitted some comments with respect to the
percentages of reuse that JEA generates at its Mandarin
plant. Do you recall that?

A In my Direct Testimony? I don’t remember

that in my Direct Testimony.

Q It might have been your Intervener
Testimony.
A I think it was in my Rebuttal.
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Of course, I'm not really sure what part
of that you’re concerned with.

Q I'1] just come back to that.

Does Intercoastal currently provide
residential reuse to its customers?

A No.

Q Has Jax Utitilies Management or any of its
companies, the utility companies that it has run, ever
provided residential reuse to any development?

A Not that I recall. But then, neither has
JBA.

THE WITNESS: Can we take about a five
minute break?
MR. MENTON: Sure, this would be a good
time.
{Brief break.)
BY MR. MENTON:

Q Has Intercoastal done any studies as to
the availability of water within the requested
territory?

A Intercoastal has not, in and of itself,

commissioned any studies for that purpose. We have

requested that PBS&J, our engineers, revaew the Nocatee
Board of Resources Plan to see if it 1s a reascnable
depiction of the availability of water rescurces in
that area.

Q Do you know whether PBS&J has talked with
the group that performed the study for Nocatee?

A I'm not really sure who they have talked
to. They have told us that it is a reascnable picture
of the water resource availability in that area and
that they are convinced that Intercoastal’s Plan of
Service can be carried out with respect to water.

Q Has PBS&J done any analysis of potential
sates for well fields in the Nocatee Development?

A I think you would have to talk to Jim
Miller about that. I'm not really sure as to just
exactly what they have in mind in terms of well sites.
They have cbvicusly done some work on that because well
sites are included in the Conceptual Master Plan
schedules.

Q Do you lnow if there are any water quality
1ssues with respect to groundwater in the area that
you' ve requested?

A To the best of my own knowledge, based on
my own reading of the groundwater resource study, there

aren’'t any qualaity issues wath respect to the water
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that is undermeath that area. There is some indication
that water west of US-1 and posaibly south of that area
has scme sulfate problems, and to the southeast there
are possibly some chloride problems, but the water in
that particular area appears to meet, you know,
virtually all of the standards for drinking water.

Q And your conclugsion, is that based solely
upon the study that was commissioned by Nocatee?

A If I remember corxrectly, I think the
District Water Supply Plan also discusses the guality
of water in St. Johns County and arrives at somewhat
the same conclusion, that there are sulfate problems to
the west and chloride problems to the southeast.

Q Well, isn't it true that the Distract
Water Supply Plan advised that in order for any well to
be developed 1n this priority water use caution area
there needs to be strong well monitoring programs in
place?

A Yes. I think that we, and I think I put
it in my testimony somewhere, that we intended to do
exactly that same thing.

Q Okay. And the reascning for the well
monitoring program 1s because the water quality varies
sigmificantly throughout this area; is that right?

A I don’t think it varies that significantly
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within the area that we have applied to certificate.
It varies widely over the whole work group area five,
but not in the particular area that we’re seeking to
certificate.

Q Do you know where you would site well
fields for the Nocatee Development?

A No, sir. That would be part of PBS&J's
responsibility to site the well fields.

Q And how is Intercoastal going to come into
ownership of the well field sites?

A It would purchase those well field sites.

Q Ckay. And who would it purchase them
from?

A From the owner, the land owner.

Q Okay. And would that be the same with
respect to the sites for the wastewater plant that you
intend to --

A It would be true of any or all of the

sites, water, wastewater and well fields.

Q Do you know whether the developer would
agree to siting a well field on its property that would
provide service to areas east of the Intexcoastal?

A I'm sorry; repeat that again.

Q Do you know whether or not the developer

would agree to siting a wastewater plant on his
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property that would provide service to areas east of
the Intercoastal?

A I'm not really sure that the property
owner would have a voice in what the property was used
for. He would have a voice in what the property would
bring in texrms of a sale.

Q In your experience, do developers
typically have concerns about the size and the nature
of the wastewater treatment plants that might go on to
property adjoining the areas they're developing?

A I think that they would probably be
concerned, you know, if it was the type of plant that
had been built, say, 30 years age. Today, I doubt
seriously that that would be a consideration because of
the techniques that we can now use to berm axound those
plants and literally hide the fact that they even
exist, much less the designs that we can use today to
make them compatible with the surrounding community.

Q So do you have -- the current customers of
your Intercoastal plant, have they welcomed you with
open arms in terms of the expansion that you recently
made to your wastewater treatment plant?

A Have they welcomed us with open axms?
That plant has been there since, to the best of my
knowledge, 1974, before Intercoastal ever bought it.
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The site was already there.

Q Were your existing customers concerned
when they learned about the expansion plans for your
existing site?

A Yes.

Q And did they, 1in fact, object to the
expansion plans?

A Yes, which is one of the reasons we would
like to eventually phase that plant out.

Q On Page 10 of your Intervener Testimony,
you talk about how DDI has agreed to provide JEA with
both water plant and well sites. This 1s on Line 13
and 16.

A Yes, sir.

Q and specifically, I gueas beginning an
Line 11, you say, "Intercoastal plans for regional
water facilities in the proposed service area present
no reasonably quantifiable disadvantage to its
envirormental rescurces. I believe that same lack of
environmental resource impact is why DDI has agreed to
provide JEA with both water and well sites."

A "Water plant and well sites."

Q "Water plant and well sites."

In fact, now JEA is not going to site

water plants or wastewater plants in the Nocatee
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Development; correct?

A That is my understanding of JEA‘s Plan of
Sexvice,

Q So there is a difference in the Plan of
Service now 1n terms of whether or not there is a
quantifiable advantage or disadvantage to the
environmental resources; isn’t that right?

MR. WHARTON: OCbject to the form.

THE WITNESS: I don't think that it's
saying that there was no reascnably quantifiable
disadvantage based on those prior plans
necessarily means that there is a quantifiable
disadvantage at this point.

I'm not really sure I said that correctly.

MR. MENTON: I was trying to figure it
out.

BY MR. MENTON:

Q On that same page on Line 20, you talk
about state-of-the-art water production facilities in
the same area which will include a well water quality
and quantity computer monitoring and control system.

Do you have such a system on your current

plant?

A There is a monitoring system on the wells

at the present time, but I'm not really sure that I'm
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qualified to discuss exactly what it does. I only know
that there are more sophisticated systems than we have
now with the supervisory control and data acquisition
systems or SCADA systems that would be more appropriate
to institute i1n a large area such as this and then to
expand those systems once they are acguired and in
cperation back to the exdisting systems in the east
service area.

Q Ckay. So if I understand your testimony
then, with respect to the new wells that you will
provide at the Nocatee Devlopment you’re going to use a
new or different computer monitoring system than what
you currently have in place at your existing plant?

A I think that’'s a fair evaluation, yes.

Q And then you talk about a system that is
going to be coupled with an automated reading system.

De you have such an automated meter
reading System in your current service area?

A No, we do not.

Q Now, on Page 11 of your testimony on Line
4, you talk about, "The eventual intexrconnection of
these new water facilities with the existing
Intercoastal water system will increase the flexibility
of Intercocastal’s controls over resource utilization."

Now, are you going to interconnect the new
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water facilities wath the old ones, or are you going to

phase the old ones out?

A No. We plan to interconnect the water
facilities.

Q The water, but not the wastewatex?

A But not the wastewater; the wastewater, we
hope to phase out.

Q Okay.

A It would be far more advantageous to

maintain the existing production facilities in order to
be able to spread cut the demand for water as 1t's
withdrawn from the aguifer.

Q And then you go on to say that, "The new
plans will be designed to become an integral part of
the region's envirommental focus accommodating public
tours to serve as part of the expanded public water
conservation education program."

Do you give tours at your current plant?

A Yes.

Q You do?

A Yes.

Q And --

A Particularly to the customers who

regularly visit the plant.
Q And is this part of the ongoing

educational program of the environmental resources?

A Does it educate our customers, yes.

Q Okay. So your Sawgrass customers come cut
and get public tours on a regular basis?

A Let me put 1t this way, they visit the
plant on a regular basis, and our policy is to qive
them a tour whenever they come. We have not found it
neceasary t¢ organize such tours because they visit on
such a regular basis.

Q Then and Page 13 of your testimomny, you
talk about how your new Plan of Service will promote
community pride in the utilities efforts.

Has there been a lot of community pride in
the Intercoastal facility from the Sawgrass Home
Owner's Association?

A There 1s now waith the completed wastewater
treatment facility. A number of the customers that
have come by there have commented very positively on
those facilities.

Q And isn’t it true that you have had a
continuing battle with the home owner’s association
over the last four or five years regarding odor
problems at that facility?

A I d&on't know that there is a continuing

battle over odors because there are no significant odor
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complaints being registered against that plant now.
And, in fact, we have gotten a couple of communications
from FDEP that their odor complaints have dwindled to
almost zero.

Q Okay. And the question --

A They, themselves, have come by there with
their plant inspectors and verified to us that they do
not consider that to be an odor problem anymore.

Q And the question -- anymore 1s what you
say; the guestion was related to the period in the last
four to fave years. Has that plant been a source --

A Yes.

Q -- of significant complaints from the
local community?

A Yes, it has.

Q On Page 15, you indicate that you believe
that the sale of NUC to JBA is a real possibility.

What is the basis for your contention?

A I'm going to have to stop and ask a
question of my attormey because the basis of my --

MR. WHARTON: What was the question,
please?
MR, MENTON: His testimony on Page 15

says, "Do you consider the sale of NUC to JEA a

real possibility?" And then he goes on and
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angwers that essentially he does.

He says, "The documents I have reviewed
raised such a sale from a level of possibility
to one of high probability, at lease with
respect to the intent of the Nocatee
Development . "

THE WITNESS: And, of course, what I base
that on is confidential documents and I'm not
really sure how I can discuss those.

MR. WHARTON: Steve, I'm going to
instruct him not to answer at this point based
on the fact that the information that he based
that on at that time -- was this the first round
of his testimony?

MR. MENTON: Yes.

MR. WHARTON: -- were documents that have
not been exchanged in this proceeding or
otherwise come to light.

MR. MENTON: Let’s go off the record.

(Brief discussion off the record.)

BY MR. MENTON:

Q On Page 17 of your teatimony, you include
in your discussion about the poesibility of renewing a
contract with JEA for the purpose of evaluating

wholesale services if your application is approved.
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And then you go on and talk about how there is a no
assurance that the present cost of JEA’s wholesale
service can be maintained.

what is your understanding as to how
Nocatee will be paid for wholesale services from JBA?

A Well, it’s my understanding that they're
not actually purchasing service wholesale, per say,
that JEA will essentially be providing service directly
to the custemers through NUC lines, and NUC would be
paying JEA a percentage of their revenues or, pardon
me, because JEA is going to handle all of the money and
all of the billings and all of the servicing and
everything else, they would be retaining a certain
percentage.

Q Now, I understand that at the time you
filed your initial Intervener Testimony at that time
the details of the agreement between JEA and DDI and
Nocatee or NUC were not fully known at that peried.

Your prefiled testimony, prefiled
Intervener Testimony raised a number of concerns
regarding the possible fluctuation in the rates that
would be charged to NUC frxom JEA.

In view of the agreement that now has been
reached between JEA and NUC, do you still have those

concerns?

A I believe I would continue to have those
concerns because eventually JEA is going to have to
either raise its retail rates or take a bigger bite of
the Nocatee revenues at some point in time in the
future. So no matter how you slice the cake, Nocatee
Utilities costs are going to rise at some point in
future in my opinion.

Q In your opinion, having reviewed the
agreement, how would NUC's rates raise? How would the
increase of NUC's rates come about?

A Through additional costs in JEA'S
provisional services to Nocatee. In other words, NUC's
rates will be affected by its costs and its costs are
contxolled by JEA.

Q Does the agreement allow for JEA to pass
on those additional costs, or any additional costs
agssociated wath providing service, to this area to NUC?

A If I remember correctly, JEA normally
guarantees the cost of its service for, what 1s 1t,
three years, if I remember correctly. I would have to
go back and review the agreement and exactly what it
says in that particular area, but my impression was
that Nocatee Utilities costs were effectively only
guaranteed for approximately three years.

Q Okay. At this point in time, as we sit

138
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here now less than a month away from the hearing, you
have seen the agreement between JEA and NUC and the
concerns that you have regarding the potential rate
increases for NUC customers are based upon the fact
that your understanding is that JEA had only agreed to
hold 1ts rates firm for three years?

A I think I tried to point out that NUC's
rates are affected by JEA's costs as they are passed
along to NUC. That is not to say that NUC doesn't have
other costs that will affect its own rates.

Q Ckay. I just want to focus on that
portion of NUC rates that are based upon service from
JEA. Your initial testimony raised a number of issues
regarding concerns that you have about how JEA might be
able to increase its costs and that would be passed
along to NUC customers. And what I‘m trying to
understand is how in view of the agreement that now has
been reached whether or not you still have those
concexrns and if so why?

A Well, I still have those same ceoncerns for
all of the reasons that any other utility would have
concerns., Let we put Intercoastal in the shoes of NUC.
It's entirely possible that, at some point in time, in
fact, it's almost assured that at some point in time,

JEA 1s goang to have to invest considerably in capital
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improvement both at the Mandarin Wastewater Plant and
its other water production facilities, particularly in
terms of this very large main that they’re talking
about running from the north side or from the west
side. And typically, those capital investments have
some upward or exert some upward pressure on rates.

Q Have you --

A And as you buy new facilities, those new
facilities also increase your operations costs, so all
of those factors combined make me feel that JEA will
have to increase its rates.

Q Have you ever done an analysis of JEA's
capital budget?

A No, I have not.

Q Do you know whether or not the
improvements to the Mandarin plant have already been
factored intc JEA’s capital budget?

A No, I have seen no indication of that.

Q Do you know whether or not the
interconnection between the north and south bridge had
already been planned and in JEA's capital budget?

A No, I haven't seen any indication of that.

o] Do you know what additional facilities JEA
will need to construct in oxder to provide service to

the northern St. Jchns area?
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A Are you talking about in terms of water?

Q Water or wastewater.

A Well, I know that they’'re going to have to
expand the Mandarin Wastewater Plant if all of that
waste continues to go to Mandarin. I alsec know that
they’re going to have to spend, according to the
District Water Supply Plan, approximately forty million
dollars in order to be able to bring this new line from
erther the north or the west in order to be able to
bring all of that water into St. John’s County. Even
for JEA, those are fairly sizable investments, and I'm
sure they're going to impact, somehow, their rates. I
doubt very seriously that JEA can continue to absorb
all of that capital in addition to all of the
infrastructure expenditures that it's making now.

Q Do you know if those capital outlays,
including the interconnection and the improvements to
the Mandarin plant have been planned to be incurred by
JEA irrespective of whether or not this territory is
certificated to Nocatee? h

A I do not know that.

Q Is it your understanding that JEA, under
1ts agreement with NUC, will be charging a -- will have
the flexibility to charge rates for Nocatee differently

than it charges 1ts customers in Duval County?
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Would you like me to rephrase that one?

A That sounds like one of my answers. Yes,
lét’s try rephrasing that.

Q Well, under the agreement between JEA and
NUC, does JEA have the ability to charge or increase
rates for NUC without also changing rates to all of its
customexs in Duval County?

A I have not tried to evaluate that in my
reading of the agreement.

Q We spoke a minute ago about the Mandarin
plant. Do you know whether or not the JEA Mandarin
plant was actually designed with expansion in mind?

A It is my understanding that it was
designed with expansion in mind.

Q And 1n your experience 1n the utility
business, does the expansion of an existing plant that
has been designed specifically to be enlarged, is that
less expensive than building a new plant?

A If we’xe talking about a theoretical
situation, the answer would be yes. But, of course,
simply saying that a plant has been designed for future
expansion doesn’t necessar:ly get into the engineering
aspects of the design itself. It may mean that there
is just simply land there for that purpose. But,
typically, I think the answer to your question is yes,
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most of the time it’s much easier and much more
economical to expand the plant than it is to go out and
build a whole new one. That is precisely why we did
that with the Sawgrass plant.

Q Ckay .

A And, in fact, that was particularly
economical to do it that way.

Q On Page 20 of your Intervener Testimony,
you state here that from a utility standpoint Nocatee
would become a Duval County plant.

Do you know whether or not JEA actually
serves customers retail in St. Johns County at this
point in time?

A To the best of my knowledge, they serve
the Julington Creek area.

Q So JEA already has retail customers in St.
Johns County?

A Yes.

Q Do you know what JEA's policy is with
respect to contributing facilities?

A To the best of my knowledge, JEA has not
changed its policy with respect to contributing
facilaties. .I still expect that JEA, like most other
utilities, requires developers to contribute the

facilities that they construct for service to their own
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development .

Q Is it your understanding that the
agreement that JEA has entered into with NUC is
different than what JEA’s normal policy is with respect

to contributing facilities?

A Sure sounds different.

Q Okay. And how is it different in your
opinion?

A well, it's different to the extent that

those facilities are not being constructed by the
developer and contributed to JEA for service to the
retail customers.

Q What facilities?

A Water distrbution, sewage collection,
sewage pumping stations, all of the associated
pertinencies that go along with it.

Q How much territory is in your application
that is owned by DDI that is not part of Nocatee, do

you know?
A In terms of acres?
Q Yes.
A I'm not really sure I know the answer to

that guestion. I would have to get PBS&J to calculate
the number of acres for me.

Q Would 1t be the same as the amount of
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acreage that was in excess during the St. Johns County
Water and Sewer Authority proceeding?

A No. I think there has been some
amendments to the area. If I remember correctly, when
we applied to the St. Johns County Water and Sewexr
Authority we had included a southem part of the area.
And I'm not really sure what that acreage was, but it
covered, I think, part of the Marshall Creek
Development, and then we amended that out.

I guess my best guess at this moment is
that 1t would be the difference between 23,000 acres
and the 15,000 that the Nocatee Development takes up,
so it’'s in the range of about seven to eight thousand
acres.

Q The question I was trying to get to was:
With respect to the property that is owned by DDI, not
Marshall Creek or some of those other areas, but
specifically related to the property owned by DDI, in
the proceeding or the application that you filed with
the St. Johns County Water and Sewexr Authority, you've
included significant areas that were owned by DDI that
were not part of the Nocatee DRI; correct?

A Well, that's sort of an after the fact
evaluation because at the time we made that

application, as far as we were concerned, Nocatee

didn't exist. But you might draw that conclusion, you
know, 1n a sort of ipso facto fashion.

Q In the application that you have filed --

A I'm willing to admit, Mr. Menton, that
there is a piece up there in northern St. Johns County
that is not part of the Nocatee Development that we do
have in our certificate applicaticn.

Q Right.

Does that help?

Q That helps; we’re getting there.

And with respect to the application that
you have filed in this docket, in terms of the land
that 1s owned by DDI, you have requested the same area
that you requested in your application with the St.

Johns County Water and Sewer Authority, correct, in St.

Johns County?

A To the best of my knowledge, I think the
answer ia yes, understanding that amendment that was
made to the St. Johna County application, and also
understanding that there was some changes in the Phase
I portion of Nocatee, which, 1f I remember correctly,
primarily affected Duval County.

Q Ckay. I'm on the last part of my
testimony here.

A Your testimony?
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Q My testimony.

A Ch, corgratulations; I didn't know you
were submitting testimony.

Q I’'ve been accused of that in the past on
more than one occasion. Last set of questions here.

And what I want to do is just go through a
couple of issues with you regarding the order that was
entered by the St. Johns County Water and Sewer
Authority with respect to the application that you
filed with them for additional areas including the St.
Johns County portion of the Nocatee DRI.
And, more specifically, this is the

preliminary order that was entered on August 4th, 1999
by the sSt. Johns County Water and Sewer Authority which
was subsequently confirmed in a final oxder by the St. .
Johns County Board of County Commissioners on September
21st, 1999, and you’'re familiar with those procedures;
correct? .

A Well, reasonably familiar., I didn't
memorize the order.

Q And you testified in those proceedings on
behalf of Intercoastal--

A Yes, I did.

Q -- in support of the application that you
had filed?
- 145
A Yes, I dad.
Q Ckay. And Mr. James testified on behalf

of Intercoastal in support of the application that
Intercoastal had filed?

A To the best of my knowledge, he did.

Q And Mr. Burton did as well?

A I'm sorry; I don't remember everybody who
testified and what they testified to.

Q Okay.

A I will be happy to stipulate to that.

Q Now, the findings of fact in this
preliminary order indicate that the current service
territory for Intercoastal Utialities encompasses
approximately 4,500 acres. And as I understand from
your testimony earlier today that remains the case;
correct?

A To the best of my knowledge, it does, vyes.

Q Okay. And then --

A We haven’'t had any territorial amendments
since then.

Q aAnd this preliminary order indicates that
Nocatee will have approximately 14,000 residential
units and several million square feet of commercial
properties. Is that still consistent with your

understanding of the current size of the proposed
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Nocatee Devlopment?

A It sounds approxamately correct.

Q And it indicates that the Nocatee
subdivision is located in two counties, Duval and St.
Johns County, and consists of approxamately 15 thousand
acres. Is that the size that you're familiar with for
the Nocatee DRI?

A That's what I've seen quoted several
times, yes.

Q And then, in Fanding 16, it indicates that
Intercoastal’s application for expansion of its water
and wastewater franchises includes substantially all of
the 25,000 acres owned by DDI in St. Johns County. And
so that same area that you requested before the St.
Johns County Water and Sewer Authority in St. Johns
County is included in your application in this docket;
right?

A Yes. I'm not sure I agree with the
25,000.

Q Do you have any basis for disputing that?

A I think I just quoted to you a few minutes
ago that the number I remembered was about 23,000.

Q Okay.

A But I'm not sure that 2,000 acres makes a
great deal of difference between friends.

148

Q And 1in its Finding No. 16, the St. Johns
County Watex and Sewer Authority concluded that DDI's
representatives specifically requested Intercoastal not
to proceed with the application; do you recall that?

A I recall it saying in that, but I was not
the recipient of that and I do not remember that as a
true fact.

Q Okay. And then it talks about how DDI is
planning the 15,000 acres for Nocatee includes 12,800
acres in 5t. Johns County which relates to the 25,000
thousand acres in St. Johns County that you have
requested in your application with the authoraty, do
you recall that?

A I vaguely remember that.

Q Okay .

A I thank that whole document has already
been submitted. Are we getting to some substantial
questions here?

Q Well, T am. I'm trying to figure cut what
has changed from Interccastal's perspective with
respect to the development, with respect to
Intercoastal itself, and with respect to the Plan of
Service between the time of the findings by the St.
Johns County Water and Sewer Authority and the
application that you submitted in this docket.
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And let me ask you: First of all, we
referenced the final order that was entexed by the st.
Johns County Commission. Do you know what the status
of that final order is? Was there an appeal filed?

A I think there was an appeal filed on that
final order. Was there not?

MR. WHARTON: If you know.

THE WITNESS: Right at the moment, I

can’'t recall.
BY MR. MENTON:

Q Do you know whether or not there is any
pending cases with respect to the application that you
filed with the St. Johns County Water and Sewer

Authority?
A I'm sorry; I simply don’'t recall.
Q In Finding No. 24, the St. Johns County

Water and Sewer Authority found that your existing
service area is entirely on the east side of the
Intercoastal, and the proposed territory to be served
1s entirely on the west side of the waterway.
And that remains true with respect to your |,

application with the PSC; corxect?

A That's correct.

Q And then in Finding No. 25, in preparing a

Plan of Service for the territory expansion area

Intercoastal was not responding to any requests for
service and did not obtain any information regarding
the needs of the owners of the specific properties or
developments in the area.

And that remains true with respect to the
application to the PSC?

A That's not entirely true. We were
responding £o a request from Gate Service Company or
Gate Petroleum, pardon me.

Q But you werxe not responding to a request
for sexvice from the developer of the DRI, the Nocatee
DRI; correct?

A No. We had no idea that Nocatee even
existed until after the application was filed.

Q So you didn’'t know that there was a need
for service at the time you filed the applicatien?

A No. I said that was no identification of
the Nocatee Development until after we had filed. That
was a significant difference.

Q Now, the Plan of Service that you filed in
the St. Johns County Water and Sewer Authority
proceeding proposed to proviade service to the Nocatee
Development by crossing the Intracoastal Waterway; is
that correct?

A An amendment to the original Plan of
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Service proposed that we could serve the initial phase
of Nocatee from the existing area.

Q So the original proposal --

A S0 what I'm trying to put across to you is
that the original engineering Plan of Service did not
address Nocatee at all because Nocatee was unknown to
Intexcoastal Utilities and, in fact, most of the world
until after Intercoastal’s application was filed.

The response to amend that Plan of Service
was done in the midst of that proceeding in order to be
able to show that Intercoastal was flexible enough in
its planning to be able to provide service to the first
phase of Nocatee. Basically, Intercoastal’s Plan of
Service hasn’t really changed. We said in that
application, and even in the amendment in that Plan of
Service, that Intercoastal was going te have to s:ite
plants on the west side of the Intracoastal Waterway.
That part of our Plan of Service has changed.

Q But the details of your Plan of Service
went. through several iterations during the course of
the proceedings before the St. Johns County Water and
Sewer Authority; correct?

A They went through several iteratiocns
gimply because Nocatee showed up as a brand new

surprise to everyone and we were attempting to show
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that we could modafy the plan in order to be able to
provide adequate fire service, which was anothexr issue
that JEA brought up, saying that a 10-inch main deoesn‘t
provide fire service, which is balderdash, and we were
saying, okay, we’ll up that size main to a 12-inch main
and we’'ll provide the same fire service that you will.
and we made several modifications also in response to
something that scmeone else brought up.

Q The Conceptual Plan that you submitted in
this docket is significantly different from the plans
that you were presenting before the St. Johns County
Water and Sewer Authority?

A Because this particular plan contemplates
service to Nocatee.

Q Okay. And it contemplates service to
Nocatee with on-site facilities, which are not
consistent with the Development Order?

A Which are the same on-site facilities that
we had been planning all along, and which I still
believe can be installed for service to Nocatee and the
development area arcund it.

Q So the basic Conceptual Plan that you
submitted in this case 1s the same as the plan you
submitted before the St Johns County Water and Sewer
Authority?
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A No, I dadn’'t say that. I said, very
clearly, that the plan of service that we submitted
with our application in the St. Johns County case had
no knowledge and did not intend to provide service to
Nocatee. Nocatee was announced thereafter, and we
attempted to modify that Plan of Service so that we
could serve at least the firat phase of Nocatee. And
now this Conceptual Plan that has been made up by PBS&J
for Intercoastal Utilities contemplates serving Nocatee
through each and all of its five phases. I hope that
makes it real crystal clear.

Q The St. Johns County Water and Sewer
Authority order made a number of findings with respect
to JEA and its capacity and ability to provide service
to the area that you had requested.

Do you recall that?

A Yes. I was really suwrprised by that
because JRA was not an applicant.

Q And -~

A They were there for the purpose of

evaluating Intexrcoastal Utilities, but they instead
evaluated everybody else but Intercoastal.

Q Was there testimony that was presented to
the St. Johns County Water and Sewer Authoraty with
respect to the ability of JEA to provide service to the
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area that Intercoastal had requested?

A Ch, yes.

Q And the Water and Sewer Authority made
specific findings of fact with respect to JEA's ability
in that regard?

A Yes. I was really amazed at that because
JEA really brought forth no specific plans, per say,
for the service of the entire area. And now, of
course, that’s what Intercoastal has done.

Q And are you saying then that there was no
factual basis for the findings that were made by the
St.. Johns County Water and Sewer Authority?

A I'm saying basically that the findings
that the Water and Sewer Authority did were convenient
te the purposes of NUC, JEA and the County, who was a
competitor and still is a competitor, and all of the
competitors to Intercoastal Utilities without them
having to file an application.

Intercoastal Utilities was subject to a
good deal more examination than any of its competitors
were, including the county, who found against us.

Q Ckay. In the St. Johns County Water and
Sewer Authority order on Page 14, Findings 46 and 47,
the authority made specific findings of fact regarding
the operating capacity of Intercoastal to serve the
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requested territory.

In Finding 46, the Authority included
taking into account this commitment and the limited
size of Interccastal’s wastewater facility, even
including the full amount of the current expansion, and
it does not appear that there will be sufficient
capacity to enable Intercoastal to meet the reuse needs
of Nocatee.

Are you aware of any changes or
differences in your Plan of Service that would enable
you to meet the reuse needs of Nocatee at this time?

A The Conceptual Master Plan of Service that
we have provided in this particular case, I think,
clearly outlines how we intend to meet the resuse needs
of Nocatee. &nd, in fact, I think we discussed that
previcusly, that we intend to bring that reuse water
over from the excess reuse water over from the east
sade to the western area. And if necessary, and that's
a big 1f now, we may end up having to temporarily use a
lower quality of groundwater to be able to supplement
that for about the first three years. I think all of
that is layed out very clearly in our Conceptual Master
Plan. You might want to discuss that a little more
thoroughly with Mr. Miller, Jim Miller.

Q We talked a little bit a minute ago about
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JEA‘s contribution policy with reapect to mine, and you
talked about that in your testimony, as well.

Isn’t it true that if JEA -- I mean if
Intercoastal obtains a certificate in this case that it
will require that the developer contribute significant
assets which will ultimately become part of
Intercoastal that will be put up for sale?

A I'm going to answer that no, but I'm going
to have to explain my answer because it's my
understanding that if Intercoastal gains thas
certificate that Intercoastal will not be for sale.

Q And is that based upon your discussions
with the shareholders of Intercoastal?

A It's based on my discussions -- actually,
a direction that I received from My. James, I think
because I asked scmewhat the same question.

Q Now, isn‘t it true that Intercoastal has
been involved in discussicns on a fairly ongeing basis
over the course of the last several years regarding the
sale of these systems to JEA, to St. Johns County, to
other potential buyers as well?

A I think you would have to talk to Mr.
James as to what negotiations have taken place. But
from my limted understanding of what has been going
on, yes, over the past three years JEA has been looking
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at the system. I think Intercoastal has been courted
by at least two other private utilities and St. Johns
County. Seems like everybody wants to get their hands
on Intercoastal Utilities.

Q Uh-huh. and in fact, you were involved in
or Intercoastal was involved in discussions with JEA at
one point regarding a potential purchase by JEA of
Intercoastal?

A Well, that is my understanding. I haven't
been part of those negotiations. Mr. James takes care
of that.

Q Do you know why those discussions were
halted?

A It was my understanding that, at least at
one point, JEA sort of deferred from amy further
discussions because St. Johns County wanted to buy us.

Q Did JEA make a firm offer or set a price
as to what it was willing to pay for Intercvoastal
Utilities?

A I'm not aware of whether it dad or not.
I'm not privy to that information.

Q In Conclusion of Law No. 10 in the St.
Johns County preliminary order, the Authority found as
follows: "Intercoastal contends that unless its

certificate expansion application is approved it will

158

not have the opportunity to continue to expand and to
take advantages of the econcmies of scale typically
associated with a larger utility system. We give
lattle weight to this factor in making our public
interest determination given the absence of any
credible projections of the cost of providing service
te the expansion territory or the impact that such
service will have on the rates paid by existing
custcmers of Intercoastal.”

In connection with the application you
have filed in this docket, have you developed any
further information that would respond to the critique
that the authority had with respect to your economies
of scale argument?

A It's my understanding that Mr. Burton's
financial analysis provides that type of information.
And, in fact, that is why I discuased with Mx.

Burton -- one of the reasons why I discussed with Mr.
Burton the constrxuction of this model.

Q Ckay. So you would defer, then, to Mr.
Burton on those issues?

A I would defer to the information that Mr.
Burton has produced.

Q Do you have any knowledge --

A But that was the intent of that model.
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Q And would Mr. Burton be the only person
that could respond to those issues that you know of?

A I'm not really certain what it 1s you're
asking to be responded to.

Q Well, I'm just trying to figure out if
there is any additional testimony that Intercoastal is
going to present in this proceeding to address that
concern that was noted by the St. Johns County Water
and Sewer Authorlty.

A If I understand what you're saying
correctly, my answer is still the same. Mr. Burton’s
financial analysis and projections include not only the
new service area but the rate impact that would result
to all of Intercoastal's customers existing in its
currently certificated area, as well as the one that
he’s supplied to this commission.

Q And that's the only -- what I'm trying to
figure out is: 1Is that the only information that you
know of that would address that economies of scale
issue?

MR, WHARTON: Well, first of all that's a
total mischaracterization of that. It talks
about economies scale, and then it goes on to
say but since you dadn’'t give us this, these
costs, but you keep saying the problem that they

have with the economies of scale. I just thank

it's -- I mean, you're reading parts of ths

order and our testimeny is filed and 1t speaks
for itself.

MR. MENTON: Okay. Well, I'm trying to
see if he -- if there is any other issues thac
you know of regarding -- or any other testimony
that 13 going to be presented regarding the
economies of scale other than Mr. Burton?

THE WITNESS: To the best of my knowledge,
Mr. Burton's testimony so far is the only one
which discusses the effects of the economies of
scale.

BY MR. MENTON:

Q And you haven’t done any independent
analysis of those issues?

A I have not done a parallel analysis to Mr.
Burton's financial projections, if that's respensive to
Your gquestion.

MR. MENTON: I don't have any further
questions.

(Brief break.)

CROSS-EXAMINATION
BY MR. KORN:

Q Mx. Forrester, as you know, I'm Michael
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Korn and I represent the Sawgrass Association. I have
a couple of queaticns for you, and I‘1l try to be as
brief as I can.

A Yes, sir.

Q You indicated that the number of odor
complaints stemming from the current wastewater
treatment facility adjacent to Sawgrass has reduced
substantially. That would be your testimony; correct?

A Yes, both the number of complaints that
Intercoastal has received and the times that I have
called back to the FDEP they have also indicated that
the number of complaints has considerably reduced, in
fact, it was virtually nil.

Q Does Intercoastal Utilities maintain an
odor log which would memorialize when complaints are
made to the Intercoastal Utilities offices about odox?

A I don’'t think we have maintained
specifically an odor log, per say.

Q Has Intercoastal Utilities maintained any
written records that would indicate when they had
received calls, whether by phone or any other method,
complaining about odor at i1ts existing wastewater
plant?

A I think probably if we have maintained any
records of that type it would be in the operating log
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of the wastewater plant.

Q And you are responaible, in part, for the
maintenance of that log?

A No. That log is maintained by the
operators on site at the plant.

Q Who is the main operator on site at the
plant at the present time?

A I'm sorry; we've got some new operators,
and I'm not familiar with all of their names.

Q Do your best.

A The operations manager is Mr. Hughey
James, or H. V. James. He's no relation to H. R.
James.

Q And my recollection of Mr. Hughey James is

that he has been affiliated with JM for some period of
time. Would that be a correct statement? More than
three years?

A Absolutely.

Q Okay. Does Intercoastal Utilities have
access to any written records maintained by FDEP
concerning odor complaints concerning the Sawgrass

Wastewater Plant?

A Do we currently have access to those
records?
Q Does FDEP provide you anformation relating
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to complaints that FDEP has received concerning odor at
that plant?

A No, not to the best of my knowledge.

We’ve samply relied on telephone calls te FDEP to keep
us apprised of any odor complaints that have been
coming in on a regular basis.

Q Now, you earlier testified about the plan
of provading reuse recleaned water for ixrigation
purposes on the west side of the Intracoastal Waterway.

A Yeg, sir,

Q And you indicated in your prior testimony
that excess reuse generated from the exasting plant
would be used, in part, to fulfill any reuse needs, if
you were to receive the certificated area from the PSC;
is that correct?

A Yes.

Q Do you have an estimate as to how much
excess reuse would be available, at any particular
point in time, that would be eligible for being sent to
the westemn part of the certificated area should
Intercoastal receive it?

A The only way I think I could quantify that
would be by the permit parameters. And the permit
parameters allow us to discharge up to 1.2 million

gallons to the Intracoastal Waterway.
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Now, realistically, you understand that
Sawgrass Country Club is allowed to withdraw as much of
that reclaimed water as 1t needs at any given time.
And, in fact, if 1t doesn’'t withdraw the water, the
water rises to a point where automatic controls kick in
and simply take that water to the Intracoastal
Waterway, so that’'s that sort of a permit criteria, or
it is a eriteria that was written into the permait to
simply reflect that there should be a limit to what
goes to the Intracoastal Waterway. It doesn’'t, in any
way, limait how much Sawgrass Country Club can take out
of it.

Q The actual mechanism by which the water
that is reclaimed finds its way either to the
irxrigation purposes of the club or ultimately to the
waterway, would be a discharge from the plant into an
adjacent body which has been referred to as the green
pond or the green lake; is that correct?

A That’'s the way 1t finds 1ts way to the
Sawgrass County Club.

Q Right.

A That reuse.

Q Now --

A It is not the way that 2t finds its way to

the Intracocastal Waterway.



VW O ® N e W NP

P I I N R R R A s s T i i O s
nmoe WP O W PN e W N P oo

LTI S D AT T T P S

L N T o = T e i T S R R
P O w ® o n e WP o

22
23
24
25

165

Q That was going to be my next gquestion.
The water is initially deposited from the plant after
1t has been processed to appropriate grade, placed into
the green pond; correct?

A On a typrcal basis, yes.

s} And then the Sawgrass Country Club would
withdraw whatever it needed for irrigation purposes
from that green pond, and the balance would be shipped
by pipe to the Intracoastal Waterway; correct?

A Yes. The way that it actually works is
the normal flow is into that pond from the plant. At
the point that that pond reaches the preset or
predetermined point, then a valve c¢loses, it no longer
goes into that pond, pumps are then actuated and it
goes directly from the plant to the Intracoastal
Waterway .

Q So that process would not require any
human involvement. It would work automatically
depending on the level of the water in the green pond?

A It does work automatically. That's why
there is two pumps in that configuration because but it
only takes one to do it and the second pump is there
for redundancy purposes.

Q You have perscnally cbsexved the green
pond, have you not, personally looked at it and you've
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visited the area?

A Yes.

Q Is it a fair statement that the pond is,
in fact, green in color?

A Oh, yes. It's continually green because
of the algae that grows in i1t from all of the
fertilizers that are spread arcund that pond and from
the discharge from the Sawgrass Maintenance Facility
that goes into that pond. The water that we put into
the pond is crystal e¢lear. And, in fact, meets all of
the reuse standards. The green lake is green because
Sawgrass makes 1t green not because the Sawgrass
Wastewater Plant makes it green.

Q And 1s it your testimony that the same
level of quality of discharge has been in place prior

. to the sequential batch reactor change that the plant

went through recently?

A Are we putting out -- are you asking me if
we’'re putting out the same quality of effluent as we
did previcualy?

Q Yes, that was wmy guestion.

A The answer is no, it's better.

o] And it 1s your testimony that, at least as
we sit here today, the effluent that is being

discharged after treatment from the plant is not the
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cause of any of the algae or other reuse water at the
pond is green?

A That's correct because, basically, that
algael growth results from nutrients and this is a
nutrient removal process. And, quite frankly, it has
been relatively low in nutrients since we went to a
high level disinfection treatment at the plant.

Q when did that occur?

A I would say in the early 90s. But, of
course, you understand that the recent upgrading to the
plant was specifically to lower the nutrient levels to
the degree that was necessary for discharge to the
Intracoastal Waterway.

Q Now, prior to the change in your disposal
method of the exceas effluent, the water that would be
discharged from the green lake would go where? In
other words, the water that was not used for irrigation
purposes, what would happen to that water before the
pipe was connecting the green lake to the Intracoastal
Waterway?

A It is my understanding that there was an
opening in the berm. I would like to call it a slew
scape, but I think that is probably overstating it.
But, apparently, there was an opening in the berm of
that lake which is owned either by Sawgrass Country

1e8

Club and/or the Master’'s Association which allowed that
water to escape into the stormwater lakes of the
Sawgrass Development.

And that, in fact, was the impetuocus for
the direction of the FDEP to provide for a discharge
path to the Intracoastal Waterway.

Q Is it the position of Intercoastal
Utilities that FDEP, when it required the change in the
plant to accomplish what you have just described, also
required an expansion of the plant to its current 1.5
million gallon tank capacity?

A No. The expansion of the plant was a
by-product of the upgrading of the plant.
Q You may have been asked this before, but I

just want to confirm 1t. You are not a shareholder of

Intercoastal Utilaties; is that correct?

A No, I am not.
Q And you are not a director?
A I am not a corporate officer or a director

of Intercoastal Utilities.

Q Are you familiar with any discussions that
have been ongoing, say within the last two years,
between Intercoastal Utilities and Sawgrass Country
Club for acquisition of wells within the country club
property?
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A As far as I know, the acquisition only

included one well.

Q Were you involved -- I'm sorxy; go ahead.
A But I am aware that that was ongoing.
Q who 1s the person at Intexcocastal

Utilities who has been responsible for that negotiatien
with the country club regarding the wells?

A To the best of my knowledge, it would
either be Mr. H. R. James or his son K. M. Jamesa, Kelly
Mike.

Q K. M.?

A Yes, K. M.

Q Does he go by something other than K. M.,
or is K. M. good encugh?

A Mogt people call him Mike or Kelly Mike.

Q Thank you.

Are you aware of the current status of the
discussions with Sawgrass Country Club concerning the
well in guestion?

A It was my understanding that that
acguisition of the well was supposed to have been
closed by now.

Q Now, you mentioned that Intercocastal
Utilities has been involved in discussions with the

Plantation Development to provide reuse as a back-up
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supply?

A Yesa.

Q When you say a back-up supply, that at
least infers a situation where the Plantation would not
have adequate source of supply within their own lake
system to be able to supply their irxigation needs for
theilxr course; would that be a fair statement?

A It might be more fair to simply say that
the reclaimed water would be used to replenish that
lake or that lake system to prevent an excessgive draw
down of the lakes.

Q what are some of the --

A That would be --

Q I'm soxxy.

A That would be the back-up supply to it.
Q What are some of the reasons, in your

opinion, that would cause a draw down of the lakes
at the Plantation that would reqguire the replenishment
as a back-up as you describe 1t?

A Well, a significant increase in the
1rrigation water use.

Q Okay. If we assume that the same amount
of territory was being irrxigated, would that also
suggest that perhaps the weather was dry and therefore
there was a lack of rain, and therefore the draw down
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was required as a result of that?
A I thank that’s a reascnable conclusion.

Q And how far i1s the Plantation from

A From the Sawgrass Wastewater Plant?

Q Well, let's say, yes, from the plant to
the Plantation. Can you give me an estimate as to how
far that is in feet or miles?

A I'm sorry; I really -- as I sit here
today, I could not estimate that with any confidence.

Q Would it be fair to assume that 1f the
climate condition was such at the Plantation that it
required them to replenish their lake system that the
Sawgrass Country Club might also be required additional
supplies of reuse water for their irrigation needs?

A I think that's a reasonable assumption.

Q And that would, of course, also affect the
amount of eligible reuse that might be available for
other potential users; correct?

A well, for any other potential user. I
think I explained that the Sawgrass Country Club can
take as much as it possibly can out of that water and
then, of course, whatever is left is what's available
to anyone else.

Q I think this question has probably been

172

asked, and I know you have answered it a few times, but
I just want to make sure it's clear.
Under the existing Intercoastal Utilities

Plan of Service, can you envision any scenario under
which the proposed west side expansion would be served
by wastewater capacity in any way from the current
Sawgrass plant?

A You mean taking the Nocatee closed or that

area closed back over to the Sawgrass plant?

Q That was the question, yes, sir.
A No.
Q The existing wastewater treatment facility

adjacent to Sawgrass is permitted for 1.5 millions
GPDs. Can you tell me, at least in estimated fashien,
what the current utilization of the plant is today?

A I really don’t have those figures in front
of me, but I think 1t's close to a million gallons.

o] Would the exact amount be --

A Now --

Q -- found in the operating log?

A It would be more appropriate to take that

frem the discharge monitoring reports. And you
understand that those flows are reported in several
different ways, as an annual average daily flow, as an

average daily flow for the month and then as a
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three-month average daily flow.

Q I did not want --

A So the answer that I'm txying to give you
right at the moment, and when I say a million gallena
per day I'm probably thinking more in terms of the
currently monthly average daily flow that I can
remember seeing on the discharge monitoring report, and
the three months average daily total and annual average
daily total would be proportionately less.

Q OCkay .

A I would say it is no less than 50 percent
utilized by whatever standards.

Q And like I said, T don't want to tumrn this

into a memory contest, but the best evidence, of
course, would be in those reports, would that be
correct?

A Yes.

Q And would you have a problem in producing
those reports to us after the deposition as a
late-filed exhibat?

A Depending on the time that we have
available, they are public records.

MR. WHARTON: Rather than as a
late-filed, I mean can we just puts some

parameters on them and we’ll send them to you?
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MR. KORN: If you'll send them to me,
John, I'm sure we can --

MR. WHARTON: What do you want, in terms
of parameters?

THE WITNESS: Now, understand what you're
asking for, this discharge monitoring reports
for each one are about an inch thick.

MR. KORN: I understand.

THE WITNESS: And you would have to have
somebody to look at them and interpret them
for you.

MR. WHARTON: Do you want this year’s?

MR. KORN: We can go of the record to
dascus that. After Mr. Forrester finishes maybe
we can discuss that. We don’'t need to clutter
up the record at this point.

I would think at minimum -- well, let me
ask this guestion, and I think that may pin 1t
down,

BY MR. KORN:

Q Mr. Forrester, you indicated in your prior
testimony that you believe the plant has gene on-line
with the new changes -- I'm talking about the
wastewater treatment plant -- but that the final

approval from FDEP has not yet been formally granted?

W OO N N W N

N
o

11
12
13
14
15
16
17
18
18
20
21
22
23
24
25

< o b W R

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1758

A No, sir. That's incorrect.

Q All right. Tell me what your testimony
was,

A The reference to not being certified as
yet was to the water treatment plant improvements.

Q All right. Thank you.

A The wastewater treatment plar;t
1mprovements have long been certified.

Q Did those come on-line in approximately
February of last yeax, February of 20007

A No, sir, they were substantially on-line
at the end of 1999.

Q I understand, but --

A We had approximately a pexiod of 30 to
60 -- well, actually, more like 60 to 90 days of
start-up operation of the plant, in other words,
getting the plant biologically attuned or tuned up in
order to be able to reach its peak performance. And
that took from roughly January 1st through possibly
March 31st.

Q Do you recall whether Intercoastal
Utilities had requested an extension from FDEP until
approximately February 14 of 2000 in order te put the
plant on-line and whether -- and what FDEP’s response
to that request was?
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A To the best of my knowledge, they extended
the period of time. And, of course, the reasen we
asked for that was because we were getting so much
equipment in at the last manute in the latter part of
1999 and that was -- this is, of course, my best
recollection, but we went ahead and asked for that
extension just to be sure that we didn't come in
viclation. But the plant was substantially complete at
the end of 1999 and was being, as I said, operaticnally
teamed up during the first three months of 2000.

Q You referenced Mr. David Porter, who will
be Intercoastal's expert with respect to the used and

useful portion of the analysis of the upcoming rate

case.
A Yes.
Q Where is Mr. Porter’s office located?
A Where is his office located?
Q Whexe is he based from?
A I haven’'t got his addreas with me, but as

I understand 1t's in Clay County, somewhere around
Orange Park, I think.

Q Has Intercoastal Utilities used Mr.
Porter's services before?

A No.

Q Was he recommended by the current
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engineers that you're working with?
I doubt
that really seriously. No. I came to know Mr. Porter

A By our current engineers, no.

by other means, and we decided to talk to Mr. Porter
about doing this work.

Q You were asked some guestions earlier
about the interrelationship between the Duval portion
of the Nocatee Devlopuwent and the St. Johns County
portion.

As we sit here today, do you have any
estimate ag to the number of ERCe that would be within
the Duval portion of the Nocatee DRI?

A Not right at the moment.

Q Same question as to the St. Johns County
portion.

A Are you talking about as -- you mean to

split the entire universe of ERCs between the St. Johns
County portion and the Duval County portion?

Q Yes, sirx, that was the purpose of the
question. I'm trying to get an understanding as to
your understanding of the difference between those two
portions of the Nocatee DRI.

A I don't really believe that I can xecall
right at the moment how many of those ERCs are in the
Duval County portion because I don’t remember -- I
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don't remember whether Phase I a'ctually cuts off all in
Duval County oxr not.
If I remember correctly, there are 2,193
ERCs -- no, strike that, that’s a different set of
numbers. I'm sorry; I can't answer your question. I
don't know.
Q Ckay. That’s fine.
You were asked some questions about Fruit
Cove Utilities. Do you know approximately how many
customers are served by Fruit Cove Utilaties?
A If I remember correctly, I think there is

something like 65 that are served wastewater and over

150 ---
{Brief interruption and discusaion off the
record. }
BY MR. KORN:
Q I'm sorxy; before the interruption I think

you were telling me there were 65 wastewater customers
in Fruit Cove, and I think you said 150 and then we got
interrupted.

A Somewhere between 150 and 165 water
customers in Fruit Cove.

Q How long has JUM provided management
services for Fruit Cove®

A To the best of my knowledge, I came to
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work for Jax Utilities Management in 1984, and I
believe that they have certainly provided those
services since 1984. Prior to that, I have no
knowledge.

Q You were asked some guestions about your
understanding of the definition of a regional utility.
And as I recall your response was that you would define
it as serving a large area, not necesgsarily one that
was key to a particular subdivision or one development.

A I was trying to explain the two ends of
the spectrum.

Q Are you familiar with the custcomer base in
1983 that was purchased which became Intercoastal
Utilities?

That's a bad question. Let me txy it
again. You're familiar in 1983 with the fact that
Intercoastal Utilities purchased the wastewater
treatment facility adjacent to the Sawgrass
Development; correct?

A Yes.

Q And there were a number of customers, both
water and wastewater customers --

A Yes,

Q -- that were being served by that plant

Are you aware in 1983 whether the plant

was serving any customers other than the customers in

the adjacent Sawgrass Country Club community?

A In 1983, I doubt it.
Q Okay.
A The area has grown exponentially since

then.
Q And to your knowledge -- I'm sorry; you
said that you joined Intercoastal at what point?
No, I said --
JUM; I'm sorry.
-- Jax Utilities Management in 1984.

1984, okay.

Lo 2NN o I

Are you aware of any discussion of any
kind between 1984 and the present where Intercoastal
Utilities sought to site and construct another
wastewater treatment facility other than its current
plant adjacent to Sawgrass?

A I'm not aware of us -~ well, I take that
back, I think that there was a wastewater plant
installation that had been planned for what they call
the Odom’s Mall area, but I'm not really sure if -- I'm
not really sure how far that got off the ground. I'm
not aware of that being in cperation at the time that I
came to work for JUM.

Q Do you know when Odom’s Mill was first

179

180



LT TN R Y R LB R T S B

N
o

11
12
13
14
15
16
17
18
13
20
21
22
23
24
25

[ R Y N N

v [YEY) [ Y Y B S O I

[&
wn

18l

platted?

A No.

o} Do you know whether Odowm’s Mill was owned
prior to its being platted by either Florida Title or
Florida Land?

A I suspect that it was because it was my
understanding that Florida Title had held that land for
some 20 years before it began to develop it.

Q And for the record, the Odom’s Mill
Development 1s located adjacent to County Road 210 in
St. Johns County?

A The Odom’'s Mill Development is, yes.

Q On the east side, within the current
certificated area of Intercoastal?

A I'm not sure that the present area that is
platted as Odom’'s Mill is necessarily the same that
might have been referred to in relaticnship to that
planned wastewater plant.

Q Were you personally involved in any of
those discussions concerning this Odom's Mill
situation?

A No.

Q Do you know who at either Intercoastal or
JUM was?

A The only cne that I could reascnably
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assure you probably was Mr. H. R. James.

Q And Mr. James has been the President of
Intercoastal for as long as you have been affiliated
with JuM?

A Yes.

Q Same question as to his affiliation with
JUM.

A Yes.

Q You mentioned that it was Intercoastal

Utilities’ goal to someday phase out the wastewater
treatment facility adjacent to Sawgrass.

1f the PSC were to grant your requesated
certificated area, do have any estimate as to when that
mght take place?

A No, I don't think I could give an estimate
because, obviously, the wastewater plant would have to
be sited and then, of course, constructed. I would
imagine it would probably be its first expansion. My
guess 1s within the first seven years.

Q What other variables, other than the
siting and construction of the plant, would you
consider to be important in determining when -- if and
when the Sawgrass plant might be phased out 1f
Intercoastal would receive the certificated area?

A I think it would be partly at least
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dependent upon the rate of growth in the western area
to the extent that it would call for the next increment
of expansion.

Q You were asked some time ago about the
proposed rate case deadline of May 1, 2001 that
Intercoastal Utilities would be required to comply with
if it didn’'t get an extension; correct?

A Yes.

Q Can you give us any idea as to when
Intercoastal Utilities will know whether they are going
to either comply with the May 1, 2001 deadline or seek
an extension with respect to the rate case application?

A In all honesty, it's probably going to be
the day before. We're going to be working very, very
hard between now and then to try to complete the
filing, and it‘s probably going to run very, very
cloge.

MR. KORN: Thank you, Mr. Forrester.
MR. WHARTON: Samantha?
MS. CIBULA: We just have a couple of

gquestions.
CROSS~EXAMINATION
BY MS. CIBULA:
Q Hi, Mr. Forrester, this i1s Samantha Cibula

with the public Service Commission. How are you today?

A I'm fine. How are you?

Q Okay. First, just to clarify a response
that I think you gave to one of Mr. Melson's questions,
did I hear you say that Intercoastal is not planning to
request a service availability charge to review?

A That was not part of our projections, if I
remember correctly.

Q If that 1s not the case, why are there
amounts projected for CIAC cash on the schedule for
CIAC’s reclaimed water found on NB-3, Page 138, Line 7
or Mr. Burton’s prefiled testimony?

A I can't really anawer that unless it’'s a
prorated portion of the $620.25 that Intercoastal now
charges. I really don't remember any discussion of
that.

Q Okay. Is Intercoastal requesting a reuse
rate in its application?

A I don’'t believe Intercoastal has actually
asked for a reuse rate i1n its application. The
contemplation was that we would probably have to come
back to the commission assuming that our initial
application was approved and establish a reuse rate.
We do not have an exasting reuse rate

MS. CIBULA: That is all the guesticns we

have.
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MR. MELSON: I just have two questions.
REDIRECT EXAMINATION
BY MR. MELSON:

Q With regard to Mr. Burton’s model, does
Intercoastal Utilities or Jax Utilities Management have
any agreement with Mr. Burton about the use that he can
make of that model for other clients?

A To the best of my knowledge, he can use
that model as a basis for projection for any other
utility, but not in a proceeding where Intercoastal 1s
concerned.

Q All right. And I understand the primary
difference between the territories sought in the St.
Johns County cextificate case and PSC is the Duval
County portion of the Nocatee DRI.

Does Intercoastal, at some point in the
future, contemplate seeking an extension to serve other
I owned lands in Duval County?

A I think it would probably be fair game to
say that if Intercoastal 1s granted this application
and the area which now includes the DDI lands north of
Nocatee that we have applied for, I suppose that there
may be scme time in the future that we would probably
ask for additicnal lands if we thought that those lands
were going to develop.

ies

Q I guess what makes you think that the st.
Johns County portion of those lands will develop to the
peaint that you would apply for a certificate today but
you don’t believe the Duval County portion would
develop to the point that you would ask for a
certificate for the Duval County land?

A Would you state that just one more time?

Q Focussing on the DDI lands outside of
Nocatee, why would you apply for St. Johns County lands
and not for Duval County lands?

A Well, at the moment, the area that we have
applied for would be serviceable from the north sectien
of Intercoastal's existing franchise. And, of course,
bringing lines across the Intraccastal Waterway at that
particular peint to loop those lines down through
Nocatee would mean that we would probably want to
provide service in that area as well. That's why we
picked the area that we did was so that we could bring
those lines acrosa from the northern section of the
existing certificate area. Now, we honeatly believe
that that area is going to also develop.

Q Is that --

A Now, 1f that area does develop, then I can
possibly see us extending the request to -- or
extending -- requesting to extend the certificate
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further north, which would reach into Duval County.

Q Is the potential looping of lines from the
northern part of the exasting service area shown at all
on the Conceptual Master Plan?

A I don’t think so.

MR. MELSON: That'’s all I‘'ve got. Thank

MR. WHARTON: We'll read.
(Witneas excused.)
(Whereupon, the taking of the deposition was
concluded at 6:49 o'’cleck p.m.)
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STATE OF FLORIDA

DEPARTMENT OF COMMUNITY AFFAIRS

"Dedicated to making Florida a better place to call home"

JEB BUSH STEVEN M. SEIBERT
Gavernor Secretary
RECEIVED
JAN 25 2001

24 January 2001 Reens 3 e

Mr. John L. Wharton

Rose, Sundstrom & Bentley, LLP
2548 Blairstone Pines Drive
Tallahassee, Florida 32301

Dear Mr. Wharton:

This letter is in response to your letter of January 23, 2001, regarding the Application for
Development Approval for the proposed Nocatee Development of Regional Impact (DRI). Your
letter asked whether the Department required the potable and wastewater facilities to be located
offsite as part of our review of the Application for Development Approval (ADA).

The developer represented in the ADA that the facilities would be located offsite. The
Department did not require the facilities to be located offsite and does not proffer an opinion
regarding onsite versus offsite. The Department’s review of the project’s overall impacts was
based on the developer’s representation. Since the developer represented facilities would be
located offsite, the Department did not have to assess potential impacts that may result from
facilities being onsite. If facilities were to be located onsite versus offsite, as represented in the
ADA, the Department would want to assess whether this change would create an impact not

previously reviewed. Therefore, we asked that a condition stating facilities would be located
offsite be included in the development order.

Your letter also asked whether the Department considered the specific provider for the
potable and wastewater facilities as part of its review. The Department did not consider the
specific provider as part of its review. The Department’s primary concern in this matter is that
adequate potable and wastewater service is available when the development receives building

permits and that any necessary mitigation to meet those demands are addressed in the
development order.

2555 SHUMARD OAKBOULEVARD «TALLAHASSEE, FLIORI!DA 32399-2100
Phone: (850) 488-8466/Suncom 278-8466 FAX.{850)921-0781/Suncom 291-0781
Internet address: http://www.dca.state.fl.us
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2796 Overseas Highway, Suite 212 2555 Shumaid Qak 8oulevard 2555 Shumard Ozk Boulevard 2555 Shumard Oak Boulevard
Marathon, FL 330502227 Tallahassee, FL 32399-2100 Tallahassee, FL 32399-2100 Tallahassee, FL 32399-2100
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Mr. John L. Wharton
24 January 2001
Page Two

Your final question addressed Mr. Gauthier’s earlier testimony to the Public Service
Commission which stated, in part, that he did "not anticipate any difficulties as long as there is a
utility committed to serving the development." You asked whether any of the above matters
change Mr. Gauthier’s conclusions in his testimony. Mr. Gauthier has reviewed your
correspondence of January 23, 20001, and has stated that the facts as you have represented them
do not change the conclusion represented in his testimony. The service provider for the Nocatee
development is not our primary concern, as stated earlier, our primary concern is that adequate
facilities are available to the development at the time of final permitting.

If you have any questions regarding this matter please call James Stansbury or me at

(850) 487-4545.
Since%
]

Bob Cambric, AICP
Community and Citizen Liaison

Attachment (Wharton Letter)

cc: Ms. Billie Messer (Public Service Commission)
Mr. Ed Lehman (Northeast Florida Regional Planning Council}
Ms. Teresa Bishop (St. Johns County)
Ms. Jeannie Fewell (City of Jacksonville)
Ms. Lynn Pappas (Applicant’s representative)
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2555 Shumard Oak Boulevard e
Tallahassee, FL 32399-2100

Re:

Application for Development Approval

Sufficiency Response Review for the

Proposed Nocatee Development of Regional Impact (DRI);
File No. ADA-0400-014

Our File No. 26003.13

Dear Mr. Cambiric:

Thank you for taking the time to meet with me yesterday at your offices. Please

accept what follows as the question which | represented | would put into writing and have
delivered to you. Thank you in advance for your expeditious consideration of these
matters.

In the review of the above referenced ADA, did the review process involve
consideration of, and/or did DCA consider, the substantive relative merits of the
location of water and wastewater facilities either outside the Nocatee development
or located within the Nocatee development? In other words, did the DCA seek to
make any substantive determination that the location of these facilities outside the
development was somehow preferable or superior to the location of these facilities
inside the development? Obviously, the Water Management District, the
Department of Environmental Protection and the Public Service Commission would
all eventually be involved in any ultimate decision on these issues.

Did this process involve consideration of, or did the DCA consider, the substantive
relative merits of service to the Nocatee development (should it be approved and
developed as is projected) by either NUC, Intercoastal, or some other utility? In
other words, did this process involve, or did the DCA engage in, a comparison of



Mr. Bob Cambric
January 23, 2001
Page 2

NUC to Intercoastal in an attempt to decide which would be the preferable or
superior provider of services to the Nocatee development?

° As we discussed, Charles Gauthier has filed prefiled testimony on behalf of the
Commission Staff in this case which concludes (in response to a question inquiring
whether there would be any impact in the DRI process if the Commission denied
NUC'’s application and approved Intercoastal as the utility service provider for the
Nocatee DRI) that “l do not anticipate any difficulties as long as there is a utility
committed to serving the development”. Are we correct in our understanding that
nothing about the DRI review process, or the anticipated Development Order, will
change Mr. Gauthier's testimony? In other words, is it true that the DRI process and
the anticipated Development Order will leave the question of which utility is best to
servethe Nocatee development to other agencies having regulatory jurisdictionover
the same (primarily, but perhaps not exclusively, the Public Service Commission)?

Please call me if you have any questions regarding the above, or any other facet
of this case. | look forward to hearing from you with regard to the above.

Sincerely,
ROSE, SUNDSTROM & BENTLEY

Wharton
For The Firm

JLWIKII

Intercoa\pse\Cambric012301.1a

ROSE, SUNDSTROM & BENTLEY, LLP



