
ORCIr\lAL 
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Ap,jlications For An Amendment 
Of Certificr; - For An Extension 
Of Territory 4 id For an Original 
Water And Wa tewater Certificate 
(for a utility in e. istence and charging 
for service) 

In re: Application by Nocatee Utility 
Corporation for Origit al Certificates for 
Water & Wastewater Service in Duval 
and St. Johns Countier Florida 

Docket No. 992040-WS 

Docket No. 990696-WS 

IN1 FRVENOR TESTIMONY OF 
! 

' !dlICHAEL E. BURTON 

ON BEHALF OF :NTERCOASTAL UTILITIES, INC. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q: 
A 

Q: 
A: 

Q: 

A: 

Q: 

A 

Intervenor’s Testimony of Michael E. Burton 

Please state your name and professional address for the record. 

My name is Michael E. Burton. My professional address is Burton & Associates, Inc. at 

440 Osceola Avenue, Jacksonville Beach, Florida 32250 

By whom are you employed and in what capacity? 

I am employed by Burton & Associates, Inc. as its President. 

Please state your education and professional experience in matters related to water and 

wastewater utility rates and rate making. 

I received a Bachelors of Industrial Engineering degree from the University of Florida in 

March of 1970. I have over 21 years of experience in water and sewer rate making, 

including 10 years with Arthur Young & Company, now Ernst & Young, where I last 

served as a Principal in charge of the F m ’ s  Florida Utility Economics Practice Area. I 

founded Burton & Associates 11 years ago and we have specialized in water and sewer 

rate making since the Fm’s inception. I have conducted water and sewer rate studies and 

related financial analyses for over 60 governmental and private clients. I have also served 

as the regulatory rate consultant for St. Johns County for 9 years and as the regulatory 

rate consultant for Flagler County for three years. 

Have you been accepted as an expert witness in an administrative proceeding? 

Yes, in cases before the St. Johns County Water and Sewer Authority, the Flagler County 

Utility Regulatory Interim Authority and the Florida Public Service Commission. 
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Q: Inwhat areas? 

A Utility rates, rate making and related issues. 

Q: 

A Yes. 

Are you familiar with Intercoastal's application and its proposal? 

Q: Have you reviewed the prefiled testimony of Deborah Swain and the other witnesses for 

Nocatee Utility Corporation (NUC) and the deposition of Mr. Doug Miller taken on 

March 1,2000? 

A: Yes. 

Q: Does Ms. Swain's analysis assume a certain level of connections relative to the system 

capacity? 

Yes, Ms. Swain assumed that the system was at 80% of capacity to establish initial rates 

and she projected that would occur at the end of year four, which would be 2005. 

A 

Q: Is that a correct approach to the establishment of initial rates for a new investor owned 

utility? 

It is in accordance with FPSC rules. A 

Q: Does this method for establishing initial rates reflect the costs of the utility, either prior to 

or after the period at which the utility will be at 80% of capacity? 

No, it represents a snapshot at a point in time in the growth of the utility. It effectively 

shows the cost of service only at the most efficient point of operations during Phase I. 

A 
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Q: 

A Yes. 

Have you reviewed the prefiled testimony of Mr. Doug Miller? 

Q: Was the development plan, in t e r n  of number and timing of growth ERC’s in Mr. Doug 

Miller’s prefiled testimony the same as was assumed by you and Intercoastal‘s engineer, 

Mr. Jim Miller, in your original Direct Testimony in this case? 

No, the information submitted in NUC’s Dirk Testimony, was somewhat different &om 

the information used to prepare my prefiled testimony, which we had obtained from them 

in discovery and eom their original application for development approval. 

A 

Q: 

A 

What was the result of the difference in NUC’s plan relative to Intercoastal’s plan? 

Mr. Jim Miller had to adjust his Conceptual Master Plan to conform with Nocatee’s 

revised development plan as presented in Mr. Doug Miller’s prefled testimony. 

Q: 

A: 

Did that effect your financial analysis as fled in your prefled testimony? 

Yes. I had to adjust the growth assumptions and capital improvements program in my 

analysis to match Mr. Jim Miller’s Conceptual Master Plan. 

Q: 

A 

Did those changes effect the results of your analysis? 

Yes, the chart on the following page presents the difference in my prefiled testimony and 

my current intervenor testimony. This chart, as well as the other charts in my intervenor 

testimony- except for the chart on page 1 1  which is a comparative analysis of Intercoastal 

and EA’S retail rates, is both: (1) a summary ofthe results of my analysis as submitted 

with this intervenor testimony and (2) a comparison of the results of the direct testimony, 

submitted by Intercoastal and NUC, to my intervenor testimony . 
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As you can see, the changes in the growth, and capital requirements to respond to growth, 

cause the Intercoastal rates to be about $3.67 per month higher in 2009 than they would 

have been with the prior data. However, this still represents a decrease of 25.86% &om 

the rates anticipated in 2002. 

I also included an evaluation at an assumed monthly water usage of 10,000 per month. I 

used 5,333 gallons per month in my prefled testimony because that is the average usage in 

the Intercoastal system for a 5/8 x 3/4 inch metered residential single h d y  customer. 

However, this includes individually metered condominiums, many of which have seasonal 

occupancy. . Therefore, I believe that this average is lower than the monthly consumption 

would be in a system with predominantly single family homes with year round occupancy. 

Furthermore, the developments in the western area of Intercoastal’s current service area 

are single family homes with year round occupancy (see pictures on the following page) . 
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Sample Views of Single Family Homes in the 
Western Portion of Intercoastal's Current Service Area 

To the extent that the Nocatee development is more like the developments in the western 

portion of Intercoastal's current service area, I believe that the average usage per Single 

family customer will be higher than the 5,333 average for Intercoastal's current service 

area. Therefore, I used 10,000 gallons per month as a example. 

h s  you can see, if average usage for a single Family customer is 10,000 gallons per month, 

the decrease from the rate impact in 2002 is 26.49%, which is slightly more of a decrease 

16 

17 per month. 

18 

19 

20 

21 

22 

23 

than the 25.86% decrease which results if it is assumed that average usage is 5,333 gallons 

Q: 
A: 

How does that compare to Ms. Swain's analysis for NUC's initial rates? 

Ms. Swain developed initial water and sewer rates for NUC. The chart below shows that 

if you calculate the monthly bill of an average single family customer usiing 5,333 gallons 

per month with NUC's proposed initial rates, the monthly bill would be $54.77 per month, 

which is approximately the same monthly bill as the current Intercoastal rates will 

24 

25 

produce. However, if you assume water usage of 10,000 gallons per month, the monthly 

bill for a single family customer ofNUC would be $84.78 per month, which is 
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approximately 6.37% greater than the $79.70 which the current Intercoastal rates will 

produce at that usage. By 2005, Intercoastal's bill will be only $49.27 with 5,333 gallons 

usage and $71.71 with 10,000 gallons usage while NUCs bill will remain at $54.77 and 

$84.78 for 5,333 and 10,000 gallons of usage respectively. Therefore, by 2005 NUC's bill 

will be 11.16% higher at 5,333 gallons per month of water usage and 18.23% higher at 

10,000 gallons per month water usage. 

A graphical representation of this chart follows: 

II 
Comparative Rate Impact 

llCU with Stand Alone Service Plan 

-NUCat 10,000 gallondmo. -ICU at 10,000 - NUC at 5.333 gallondmo. -ICU at 5,333 gallondmo. 
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Will NUC's rates remain constant at the initial rates level? 

It is my understanding that Ms. Swain set initial rates assuming connections at 80% of 

capacity and that she projects that will occur in the fourth year of her projection period, or 

2005. Therefore, I assume that NUC's rates will stay at their initial level until 2005 which 

is reflected in the chart and graphs above. 

can you please summarize this comparative Lalysis? 

Yes. The effect ofNUC's rates and Intercoastal's rates upon a single family customer's 

monthly water and sewer bill with 5,333 gallons of water usage per month would be 

essentially the same in 2002 at about $54.77 and $54.64 respectively per month. 

However, by 2005 the effect of Intercoastal's rates upon the bill for this same customer 

would be only $49.27 whereas, the bill for the same customer in 2005 under NUC's plan 

would remain at $54.77 per month, which is approximately 11.16% higher than 

Intercoastal's projected rate impact in 2005. 

Assuming 10,000 gallons per month average usage, in 2002 the effect of Intercoastal's 

rates wouldbe a monthly water and sewer bill of $79.70, whereas, the bill for the same 

customer in 2002 under NUC's initial rates would be $84.78 per month, which is 

approximately 6.37% higher than Intercoastal's projected rate impact in 2002. In 

addition, by 2005 the effect of Intercoastal's rates upon this same customer would be a 

monthly water and sewer bill of only $71.71, whereas, the bill for the same customer in 

2005 under NUC's plan would remain at $84.78 per month, which is approximately 

18.23% higher Intercoastal's projected rate impact in 2005. The chart and graph in the 

answer to the previous question present these results in tabular and graphical form. 
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Description 

Intercoastal 

Q: 

A: 

Did you conduct any other comparisons of Intercoastal‘s plan to NUC’s plan? 

Yes. NUC’s plan includes the assumption that the JEA will provide wholesale water and 

sewage treatment service, whereas Intercoastal‘s plan assumes that Intercoastal will 

provide “stand alone” water and wastewater treatment services in its new service area. 

Therefore, I conducted an analysis that assumed that Intercoastal adopted NUC’s plan in 

the requested service area, including the assumption of wholesale water and sewage 

treatment service from the JEA. 

Monthly Water and Sewer Bill 

5,333 Gallons per Month 10,OOO Gallons per Month 

2002 2005 2009 2002 2005 2009 

I I I I 

Q: 

A 

What were the results of this analysis? 

The following chart shows that the assumption of NUC’s plan for the requested service 

area in the Intercoastal analysis causes the rate impact for Intercoastal to reduce from 

$54.64 in 2002 to about $43.07 in 2005, compared to NUC’s rate impact of $54.77 in 

2005. 

NUC - Direct Testimony 

Amount that NUC rates are 
higher than Intercoastal’s 
Percentage that NUC rates are 
higher than Intercoastal’s 

$54.77 $54.77 Not Incl. $84.78 $84.78 Not Incl. 

$0.13 $11.70 NA $5.08 $22.26 NA 

0.24% 27.17% NA 6.37% 35.60% NA 

Intervenor Testimony 
with NUC Wholesale 
Service Plan 1 $54.64 I $43.07 1 NA 1 $79.70 1 $62.52 I NA 1 

A graphical representation of this chart is on the following page: 
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Q: 
A: 

Q: 
A 

Q: 
A: 

Comparative Rate Impact 
ICU with NUC Wholesale Plan - 

What would happen alter 2005? 

NUC did not project past 2005, so we do not have any capital improvement program 

numbers for their plan during that period. 

Did you project for Intercoastal after 2005? 

No, in order to be consistent with NUC's plan we only projected through the years of 

their plan which ends in 2005. 

What will happen to NUC's rates alter 2005? 

Ms. Swain did not address that in her testimony. However, the reason that the 

Intercoastal rate impact is less than NUC's in 2005 is primarily due to the fact that 

Intercoastal is a mature utility with over 5,500 existing water ERCs and 2,900 existing 

sewer ERCs. When Intercoastal adds capital investment to rate base to serve the 

requested service area, it has continuing reductions in its existing rate base through 

depreciation to offset, at least to some extent, the increases in total rate base resulting 

from expansion in the requested service area. Whereas, NUC's total rate base is the new 
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investment in the requested service area and it has no increasing accumulated depreciation 

on an existing investment to serve 5,500 and 2,900 existing water and sewer ERCs 

respectively, as does Intercoastal, to counteract the increases in investment, and thus 

retum, to serve expansion in the requested service area. 

Also, Interdoastal is already covering the fixed administrative and operations costs of an 

ongoing utility in its current rates. Additiod administrative and operations costs to serve 

the requested service area will only be marginal costs. Also, Intercoastal‘s current 

administrative and operations costs and other fixed costs will be spread over a larger base 

of customers as growth occurs in the requested service area causing downward pressure 

on rates due to these economies of scale. 

NUC will enjoy none of these advantages. And even assuming NUC is awarded the 

service area and matures as a utility over time, a comparative analysis over the same time 

period assuming that Intercoastal is awarded the territory, and “stands in NUC’s shoes” 

regarding implementation of the same capital and wholesale service plan as proposed by 

NUC in the requested service area, would show that Intercoastal will always be able to 

have lower rates than NUC because of the advantages of Intercoastal’s greater economies 

of scale due to its existing base of customers. 

Is consideration of the EA’S retail rates relevant to NUC’s andlor Intercoastal’s 

respective applications? 

If one wants to understand the possible rate impacts of awarding the requested service 

area to either NUC or Intercoastal, I believe that the clause in the letter of understanding 

regarding the provision of wholesale service to NUC from JEA that gives to the E A  the 
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right of first refusal to acquire NUC requires an evaluation of the JEA's retail rates. 

Q: Have you performed a comparative analysis of Intercoastal and the EA'S retail rates? 

Intervenor Testimony 

with Stand Alone 

JEA Retail Rates - Average of 

summer and winter months 

would have to increase to equal 

Total percentage that JEA rates 

would have to increase to equal 

Intercoastal's NA NA 13.70% NA NA 3.81% 

Annual percentage that JEA 

rates would have to increase to 

equal Intercoastal's NA NA 1.437% NA NA 0.427% 
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Q: 

A: 

Will you please describe that analysis? 

This analysis compares the impact of current E A  retail rates upon a single family 

customer to the current and projected Intercoastal rates for the same customer with 5,333 

and 10,000 gallons of water usage respectively. The E A  rate impact was calculated for 

each assumed level of water usage, using the average of the E A  retail rates for summer 

and winter months, the difference being that during the summer months (April through 

September), wastewater is billed at 90% of water usage. 
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21 

22 Q: 

23 A: Yes. 

24 

25 

Did Ms. Swain present reclaimed water rates for NUC? 

Q: Did you compare those rates to projected reclaimed water rates for Intercoastal? 

The analysis shows that by 2009, Intercoastal's rates will result in impacts of $40.51 and 

$58.59 for 5,333 and 10,000 of monthly water usage respectively, whereas, the EA'S 

current retail rates would result in an impact of $35.63 and $56.44 for 5,333 and 10,000 

of monthly water usage respectively. Ifthe average water usage for a single family home 

in the requested service area is closer to 10,000 gallons per month than to 5,333 gallons 

per month, which I believe it will be, by 2009 Intercoastal's rates will be only 3.81% 

higher than the EA'S current rates. 

This does not include consideration of any increases in the EA'S retail rates over the next 

nine years. It would only take a total increase in the EA'S retail rates of 3.81% over this 

nine year period for the rate impact of E A  retail rates and Intercoastal's rates to be the 

same. This equates to only a 0.417% increase per year. 
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Yes. Conversion of NUC’s proposed reclaimed water rates results in monthly reclaimed 

water cost per reclaimed water ERC of $14.78. This conversion of rates to ERCs 

assumes that a reclaimed water ERC is equivalent to 261 gallons per day which equates to 

7,830 gallons per month. 

If Intercoastal provides reclaimed water under its stand alone plan, the cost per ERC for 

reclaimed water would be $16.17 in 2002, $ E 5 2  in 2003, $13.55 in 2004, $12.11 in 

2005 and $10.84 by 2009. This shows that Intercoastal can provide reclaimed water 

under its stand alone plan at a cost that, although initially is slightly more than NUC 

(approximately 9% higher), will be 8% lower than NUC’s costs by 2004, will be 27% 

lower by 2005 and will continue to decrease through 2009 as economies of scale are 

realized by growth in reclaimed water customers. In fact Intercoastal would probably 

implement reclaimed water rates at the level calculated for 2005 (the fourth year of the 

plan and consistent with the timing of NUC’s initial rate calculations) which means that 

Intercoastal will have lower reclaimed water rates than NUC from 2002 onward. 

Also, it is important to realize that NUC will not enjoy the same benefit of economies of 

scale from growth as will Intercoastal. This is because according Ms. Swain’s testimony, 

NUC will purchase reclaimed water from the E A  for an annual cost (at 80% of capacity) 

of $1 19,988. This is approximately 50% of the $238,278 annual O&M costs for reclaimed 

water (at 80% of capacity) as represented in Ms. Swain’s testimony. This is important to 

note, because as reclaimed water customers increase, no economies of scale will be 

realized by NUC relaiive io this purchased reclaimed water cost In fact, as reclaimed 

water customers increase, the cost to NUC of this purchased reclaimed water will increase 

proportionately. 

-13- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2s 

A: Yes. Conversion of NUC’s proposed reclaimed water rates results in monthly reclaimed 

water cost per reclaimed water ERC of $14.78. This conversion of rates to ERCs 

assumes that a reclaimed water ERC is equivalent to 261 gallons per day which equates to 

7,830 gallons per month. 

If Intercoastal provides reclaimed water under its stand alone plan, the cost per ERC for 

reclaimed water would be $16.17 in 2002, $15.52 in 2003, $13.55 in 2004, $12.11 in 

2005 and $10.84 by 2009. This shows that Intercoastal can provide reclaimed water 

under its stand alone plan at a cost that, although initially is slightly more than NUC 

(approximately 9% higher), will be 8% lower than NUC’s costs by 2004, will be 27% 

lower by 2005 and will continue to decrease through 2009 as economies of scale are 

realized by growth in reclaimed water customers. In fact Intercoastal would probably 

implement reclaimed water rates at the level calculated for 2005 (the fourth year of the 

plan and consistent with the timing of NUC’s initial rate calculations) which means that 

Intercoastal will have lower reclaimed water rates than NUC from 2002 onward. 

Also, it is important to realize that NUC will not enjoy the same benefit of economies of 

scale from growth as will Intercoastal. This is because according Ms. Swain’s testimony, 

NUC will purchase reclaimed water from the E A  for an annual cost (at 80?? of capacity) 

of $1 19,988. This is approximately SO?? of the $238,278 annual O&M costs for reclaimed 

water (at 80% of capacity) as represented in Ms. Swain’s testimony. This is important to 

note, because as reclaimed water customers increase, no economies of scale will be 

realized by hWC relaiive io thispurchased reclaimed water cost. In fact, as reclaimed 

water customers increase, the cost to NUC of this purchased reclaimed water will increase 

proportionately. 
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Mr. Burton, what is Exhibit MB-2? 

Exhibit MB-2 is my revised financial analysis. It is based on 

the change (reflected in NUC’s  direct testimony) in growth and 

capital assumptions from the data I used in my prefiled 

testimony (which came from NUC’s original application for 

development approval and discovery documents). 

Does Exhibit MB-2 reflect your work product and your opinions? 

Yes. 

Mr. Burton, does the above testimony reflect your opinion: 

regarding all the issues discussed? 

Yes. 

Does this conclude your testimony? 

Yes. 

Q :  

A :  

2 :  

4: 

2 :  

\: 

2 :  

1: 
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March 17,2000 

Mr. M. L. Forrester 
Vice President 
Intercoastal utilities, Inc. 
6215 Wilson Blvd. 
JacksonviIle, Florida 32210 

Re: 

Dear Mr. Forrester: 

Enclosed you will the Final Report of the above refereni revised analysis. This report will support my 
intervenor’s testimony to the Florida Public Service Commission (FPSC) in the above referenced 
Application for Service Area Extension. 

This report was prepared based upon financial, engineering, growth and other data and information 
provided to us by you, your e Smoak, Davis & Nixon, your accountants and PBSM, your consulting 
engineers. Burton & Associates developed a model which produced the results contained herein. The 
model was developed to predict as closely as possible the financial performance and rate revenue 
requirements of Intercoastal over a ten year forecast period. In each year of the forecast period the model 
determines the allowed return based upon calculated rate base and a weighted cost of capital analysis. In 
each year of the forecast period, this allowed return is then compared to achieved return before rate 
adjustments to determine any rate adjustments that will be necessary for Intercoastal to earn its allowed 
return, without over earning in any year. Subsequent years’ revenue projections assume that rate 
adjustme& identSed in prior years are implemented. 

This report is a revised analysis because it incorporates information fiom direct testimony filed by Nocatee 
utility Corporation’s (NUC) witnesses that was not available when my direct testimony was prepared. 
This new information does not change the conclusions of the report but this analysis was revised to reflect 
the most current and accurate data available and to make comparisons between the rate impacts of NUC’s 
plan and Intercoastal‘s plan to serve the requested service area. 

The report includes an analysis of water and sewer rates and a separate analysis of reclaimed water rates. 
AU analyses are based upon annual capital requirements for water, wastewater and reclaimed water 
identified in PBSWs Conceptual Master Plan - Revised March, 2000 

I would like to thank you and your @for your assistance in providing us the information needed to 
prepare this report. If you have any questions, please do not hesitate to dl me at (904) 247-0787. 

Application for Service Area Extension - Financial Analysis - Revised 

Michael E. Burton 
President 

MEB/cs 
Enclosures 

i 
440 Osceola Avenue Jacksonville Beach, Florida 32250 904/247-0787 
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Intercoastal Utilities, Inc. 
Application for Service Area Extension 

Financial Analvsis 

Intercoastal Utilities, Inc. (Intercoastal) currently provides water service to approximately 5,500 
equivalent residential connections (ERCs) and sewer service to approximately 2,900 ERCs in 
northeastern St. Johns County east ofthe Intracoastal Waterway, (Water and sewer ERCs are based 
on actual 1998 metered usage). Intercoastal has applied for an extension of its service area west of 
the Intracoastal Waterway, including an area in Duval County owned by DDI and planned for 
development as Nocatee. 

A. Objective 

The objective of this fmancial analysis is to examine the financial feasibility of Intercoastal 
extending its service area as described above in terms of the implication to the water and sewer rates 
of its current and future customers. 

a 

This analysis includes examination of the expected impact upon water, wastewater and 
reclaimed water rates of Intercoastal continuing to serve its current service area plus projected 
development in an extended service area west ofthe Intracoastal Waterway to include portions of St. 

Johns County plus the projected development in Nocatee in Duval County. This analysis also 
compares the impact upon the monthly water and sewer bill of a single family customer with 
Intercoastal’s rates and NUC’s rates as proposed in the preliled testimony of Ms. Swain. 

C Information Sources 

Information used in this analysis was derived from the following primary sources: 

Intercoastal Utilities 1998 Annual Report fled with the St. Johns County Water and 
Sewer Authority, 
Intercoastal Utilities st&, 
Intercoastal Utilities Accounting Records, 
Intercoastal Utilities Certified Public Accountant - Smoak, Davis & Nixon 
Intercoastal Utilities’ consulting Engineer, PBSM, 
Prefiled testimony of NUC witnesses 

INTERCOASTAL UnunEs BURTON 6 ASSOCIATES 
PAGE I 

3 



D. Studv Procedures 

In order to conduct this analysis, a comprehensive, predictive model was developed. This 
model was designed to project the financial performance of any water and sewer utility regulated by 
the Florida Public Service Commission (FPSC) over a ten year forecast period. The model 
determines the allowed return in each year of the forecast period, based upon a weighted cost of 
capital analysis, and determines any rate adjustments required in each year in order for the utility to 
earn its allowed return. 

Allowing the model to calculate required rate adjustments in this way usually results in slight 
rate adjustments in each year of the forecast period. Therefore, in order to avoid rate adjustments 
in each year of the forecast period, the model also allows for rate adjustments to be specified in each 
year. It then calculates the achieved return and compares it with the allowed return to show whether 
the utility will be under or over earning in each year ofthe forecast period. In this way a rational plan 
of rate adjustments can be developed which provides the utility with adequate earnings in each year 
within its allowed return. 

The model then evaluates the impact in terms of the monthly water and sewer bill for a single 
family customer with average usage. This customer rate impact is the real test of the financial 
implication of the utility providing service to its current and fiture customers. 

E The AnaIvses Performed 

The analysis presented herein in Scenario 1 analyzes the impact upon customer’s rates of the 
implementation of Intercoastal’s Conceptual Utility Master Plan to meet the water, sewer and 
reclaimed water demands of the projected growth in the service area for which Intercoastal‘s senice 
area extension application is filed. The analysis presented herein as Scenario 2 analyzes the impact 
upon customer’s rates of the implementation by Intercoastal of the capital plan and wholesale water 
and sewer service agreement with the JEA presented in the NUC prefiled testimony. 

The analysis then compures to NUC’s plan both 1) the impact of implementation of the 
Intercoastal Conceptual Master Plan and 2)  the impact of implementation of the Intercoastal plan 
where Intercoastal “stands in NUC’s shoes” regarding implementation of the same capital and 
wholesale service plan as proposed by NUC in the requested service area. These comparisons are 
conducted based upon two assumed water usages for a single family customer. First an assumed 
water usage of 5,333 gallons per month is used. 5,333 gallons per month was used because that is 
the average usage in the Intercoastal system for a 518 x 314 inch metered residential single family 
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customer. However, this includes individually metered condominiums, many of which have 
seasonal occupancy. Therefore, this average is probably lower than the monthly consumption would 
be in a system with predominantly single family homes with year round occupancy. Furthemore, 
the developments in the western area of Intercoastal‘s current service area are single family homes 
with year round occupancy (see pictures below) . 

Sample Views of Single Family Homes in the 

Western Portion of Intercoastal’s Current Service Area 

To the extent that the Nocatee development is more like the developments in the western 
portion of Intercoastal’s current service area, the average usage per single family customer will 
likely be higher than the 5,333 average for Intercoastal’s current service area. Therefore, 10,000 
gallons per month was used as a example. 

This analysis also includes Scenario 3 which is a comparative analysis of NUC’s reclaimed 
water rate plan to Intercoastal‘s reclaimed water rate plan. 

The results of the analysis are presented in the following section. All supporting analyses, 
including a description of underlying assumptions, are presented in the schedules which are 
included in the Appendices at the end of this report. 

F. Results 

NUC set initial rates assuming connections at 80% of capacity and NUC projects that will 
occur in four years, or 2005. Therefore, it is assumed that NUC’s rates will stay at their initial level 
until 2005. Based upon NUC’s initial rates and the assumption that those rates would remain 
constant until 2005, we conducted a comparative analysis of the impact upon the monthly water and 
sewer bill of a single family customer with both the Intercoastal rates, as projected herein, and the 
NUC rates, as proposed in the prefiled testimony of Ms. Swain. Assumed monthly water usages of 
5,333 and 10,000 were used in accordance with the discussion in the previous section. 
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Description 

Intercoastal - Stand Alone 
Service Plan: 

Intervenor Testimony 

c 

Monthly Water and Sewer Bill 

5,333 Gallons per Month 10,000 Gallons per Month 

- 2002 _. 2005 - 2009 a@ - 2005 2009 

$54.64 $49.27 $40.51 $79.70 $71.71 $58.59 

1. s s  

~ ~ 

Amount that NUC rates are 
higher than Intercoastal’s $0.13 $5.50 NA $5.08 $13.07 NA 

Percentage that NUC rates 
are higher than Intercoastal’s 0.24% 11.16% NA 6.37% 18.23%’ NA - 
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The revised Conceptual Master Plan prepared by PBS&J for Intercoastal assumes that 
Intercoastal will continue to provide service to the requested service area as a stand alone utility. 
That means that the revised Conceptual Master Plan does not include wholesale service but rather 
includes the capital costs to provide water, wastewater and reclaimed water treatment facilities on 
site. This section compares this Intercoastal stand alone utility plan to NUC‘s plan, which includes 
the purchase of wholesale water and wastewater treatment services from the JEA. Supporting 
schedules and analyses for this scenario are presented in Scenario 1 in the Appendix. 

The chart below shows that the monthly bill of an average single family customer using 5,333 
gallons per month with NUC’s proposed initial rates would be $54.77 per month, which is 
approximately the same monthly bill as the current Intercoastal rates will produce. However, if 
water usage of 10,OOO gallons per month is assumed, the monthly bill for a single f d y  customer 
of NUC would he $84.78 per month, which is approximately 6.37% greater than the $79.70 which 
the current Intercoastal rates will produce at that usage. By 2005, Intercoastal’s bill will be only 
$40.51 with 5,333 gallons usage and $71.71 with 10,000 gallons usage while NUC’s bill will 
remain at $54.77 and $84.78 for 5,333 and 10,000 gallons of usage respectively. Therefore, by 
2005 NUC’s bill will be 11.16% higher at 5,333 gallons per month of water usage and 18.23% 
higher at 10,000 gallons per month water usage. 

I NUC - Prefiled Testimony I $54.77 I $54.77 I Not lncl I $84.78 I $84.78 I Not lncl 

A graphical representation of this chart follows: 
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2. 4 
Wholesale Service Plan 

As stated in the previous section, Intercoastal‘s revised Conceptual Master Plan assumes that 
Intercoastal will continue to provide service to the requested service area as a stand alone utility; 
whereas NUC’s plan includes the purchase of wholesale water and wastewater treatment services 
from the JEA. Therefore in order to have an “apples to apples” comparison, an analysis was 
conducted that assumed that Intercoastal would “stand in NUC’s shoes”, that is to assume that 
Intercoastal were to implement NUC’s plan in the requested service area, including the assumption 
of wholesale water and sewage treatment service from the E A ,  while continuing to serve its eastern 
service area with its existing and planned water and wastewater treatment facilities. Supporting 
schedules and analyses for this scenario are presented in Scenario 2 in the Appendix. 

The chart on the following page shows that the assumption of NUC’s wholesale service plan 
for the requested service area in the Intercoastal analysis causes the rate impact for Intercoastal, 
assuming 5,333 gallons per month of water usage, to reduce from $54.64 in 2002 to about $43.07 
in 2005, compared to NUC’s rate impact of $54.77 in 2005, which is 27.17% higher than 
Intercoastal’s rates. If 10,000 gallons per month of water usage is assumed, in 2002 a single family 
customer’s monthly water and sewer bill will be $79.70 with Intercoastal‘s rates and $84.78 with 
NUC’s rates, or 6.37% higher than Intercoastal. In 2009 10,000 gallons per month of water usage 
will result in the Intercoastal bill being $62.52 and the NUC bill would remain at $84.78, or 35.60% 
higher than Intercoastal. 
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A graphical representation of this chart follows: 

3 

Comparative Rate Impact 
I ICU with NUC Wholesale Plan 2 

5 - NUC at 10,000 gallons'rno - ICU at 10.000 gallonsirno. 

NUC at 5.333 gallonsirno. ICU at 5,333 gallons'rno 

NUC did not project past 2005, so capital improvement program numbers for their plan during 
that period were not available. Therefore, this analysis does not include projections past 2005. 
However, although NUC does not address what its rates will be after 2005 i t  is useful to examine 
why Intercoastal's rates would be lower than NUC in 2005 and to extrapolate the general nature of 
the comparative impact upon the rates of both NUC and Intercoastal serving the needs of the 
requested service area into the future. 

The reason that the Intercoastal ratr impact is less than NUC's in 2005 is primarily due to the 
fact that Intercoastal is a mature utility with over 5,500 existing water ERCs and 2,900 existing 
sewer ERCs. One impact of being a mature utility is that when Intercoastal adds capital investment 
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to rate base to serve the requested service area, it has continuing reductions in its existing rate base 
through depreciation to offset, at least to some extent, the increases in total rate base resulting from 
expansion in the requested service area. Whereas, NUC‘s total rate base is the new investment in the 
requested service area and it has no increasing accumulated depreciation on an existing investment 
to serve 5,500 and 2,900 existing water and sewer ERCs respectively, as does Intercoastal, to 
counteract the increases in investment, and thus return, to serve expansion in the requested service 
area. 

I 

Also, Intercoastal is already covering the fixed administrative and operations costs of an 
ongoing utility in its current rates. Additional adniinistrative and operations costs to serve the 
requested service area will only be mar@ costs. Also, Intercoastal‘s current administrative and 
operations costs and other fixed costs will be spread over a larger base of customers as growth occurs 
in the requested service area causing downward pressure on rates due to these economies of scale. 

NUC will enjoy none ofthese advantages. And even assumingNUC is awarded the service area 
and matures as a utility over time, a comparative analysis over the same time period assuming that 
Intercoastal is awarded the territory, and “stands in NUC’s shoes” regarding implementation ofthe 
same capital and wholesale service plan as proposed by NUC in the requested service area, would 
show that Intercoastal will always be able to have lower rates than NUC because of the advantages 
of Intercoastal’s greater economies of scale due to its existing base of customers. 

3. Consideration of the Jacksonville Electric Authoritv UJCAl Retail Rates 

The letter of intent between the E A  and NUC includes a clause that gives to the E A  the right 
of fust refusal to acquire NUC. Ifthis right is exercised and the E A  acquires NUC at some time in 
the future, the E A  will in all probability implement its retail rates in the requested service area after 
such acquisition. Therefore, it is instructive to evaluate the EA’S retail rates in a comparative 
analysis to Intercoastal‘s, assuming that Intercoastal is awarded the requested service area. 

Such a comparative analysis is presented in the chart on the following page. 
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c - 2002 Description 

Intercoastal 
Intervenor Testimony 

- 2005 - 2002 - 2005 2009 

with Stand Alone 
Service Plan 

JEA Retail Rates - Average of 
summer and winter months 
rates 

Total amount that JEA rates 
would have to increase to 
equal Intercoastal’s 

$54.64 $49.27 $40.51 $79.70 $71.71 $58.59 

Monthly Water and Sewer Bill 

5,333 Gallons per Month I l0,OOO Gallons per Month 

NA 1.437% NA NA 0.427% 

Total percentage that JEA 
rates would have to increase 
to eaual Intercoastal’s 

c 

c 

c 
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$35.63 

NA 

NA 
P 

Annual percentage that JEA 
rates would have to increase 
to eoual Intercoastal’s 

c 

c 

13.70% NA 

$2.15 $2.15 

NA I 3.81% 

NA 

This analysis compares the impact of current JEA retail rates upon a single family customer 
to the current and projected Intercoastal rates for the same customer with 5,333 and 10,000 gallons 
of water usage respectively. The E A  rate impact was calculated for each assumed level of water 
usage, using the average of the JEA retail rates for summer and winter months, the difference being 
that during the summer months (April through September), wastewater is billed at 90% of water 
usage. 

The analysis shows that by 2009, Intercoastal’s rates will result in impacts of 540.51 and 
$58.59 for 5,333 and 10,000 of monthly water usage respectively, whereas, the JEA’s current retail 
rates would result in an impact of $35.63 and $56.44 for 5,333 and l0,OOO of monthly water usage 
respectively. If the average water usage for a single family home in the requested service area is 
closer to 10,000 gallons per month than to 5,333 gallons per month which is likely, by 2009 
Intercoastal‘s rates will be only 3.81% higher than the JEA’s current rates. 

This does not include consideration of any increases in the JEA’s retail rates over the next nine 
years, It would only take a total increase in the JEA’s retail rates of 3.81% over this nine year 
period for the rate impact of JEA retail rates and Intercoastal’s rates to be the same. This equates 
to only a 0.417% increase per year. 

INTERCOASTAL UnLmEs BURTON & ASSOCIATES 
PAGE 8 



4. Scenario 3 - Reclaimed Water Rates 

NUC proposed reclaimed water rates based upon a plan to purchase reclaimed water from the 
E A .  Conversion ofNUC's proposed reclaimed water rates results in monthly reclaimed water cost 
per reclaimed water ERC of $14.78. This conversion of rates to ERCs assumes that a reclaimed 
water ERC is equivalent to 261 gallons per day which equates to 7,830 gallons per month. 

In Intercoastal's plan to provide reclaimed water under its stand alone plan, the cost per ERC 
forreclaimedwaterwould be$16.17in2002, $15.52in2003,$13.55in2004, $12.11 in2005 and 
$10.84 by 2009. This shows that Intercoastal can provide - reclaimed water under its stand alone plan 
at a cost that, although initially is slightly more than NUC (approximately 9% higher), will be 8% 
lower than NUC's costs by 2004, will be 27% lower by 2005 and will continue to decrease through 
2009 as economies of scale are realized by growth in reclaimed water customers. In fact Intercoastal 
would probably implement reclaimed water rates at the level calculated for 2005 (the fourth year of 
the plan and consistent withNUC's initial rate calculations) which means that Intercoastal will have 
lower reclaimed water rates than NUC from 2002 onward. Supporting schedules and analyses for 
this scenario are presented in Scenario 3 in the Appendiu. 

Also, it is important to realize that NUC will not enjoy the same benefit of economies of scale 
from growth as will Intercoastal. This is because according h4s. Swain's testimony, NUC will 
purchase reclaimed water from the E A  for an annual cost, at 80% of capacity, of $1 19,988. This is 
approximately 50% of the $238,278 annual O M  costs for reclaimed water, at 80% of capacity, as 
represented in Ms. Swain's testimony. This is important to note, because as reclaimed water 
customers increase, no economies of scale will be realized relative to this purchased reclaimed water 
cost. In fact, as reclaimed water customers increase, the cost to NUC of this purchased reclaimed 
water will increase proportionately. 

G. Conclusions 

This analysis shows that Intercoastal can provide water and sewer service to the service area 
requested, without requiring an increase in its water and sewer rates. Ifgrowth occurs as projected, 
reduced rate pressure may allow Intercoastal's rates to be decreased by as much as 26% by 2009. 
This represents an impact in monthly water and sewer bill from $54.64 in 2002 to $40.51 in 2009 
assuming 5,333 gallons per month for a single family customer and from $79.70 in 2002 to $58.59 
in 2009 assuming 10,000 gallons per month. 

- 
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Furthermore, this analysis shows that under any set of reasonable assumptions, Intercoastal 
can provide water, wastewater and reclaimed water service to the requested service area more cost 
effectively and with lower rates than can NUC. This is possible in great measure because 
Intercoastal is an existing, mature utility which would immediately derive the benefits of the 
economies of scale offered by its 5,500 existing water ERCs and 2,900 existing wastewater ERCs 
in its rates to serve the requested service area. NUC, on the other hand, would be a star-up utility, 
and would never be able to “make up the difference” relative to the advantages Intercoastal 
possesses in terms of economies of scale from existing customers. 

This advantage in terms of economies of scale will benefit not only the new customen in the 
requested service area, but also, Intercoastal’s existing customers by providing additional growth 
over which to spread its fixed administrative and operating costs, thus resulting in lower rates than 
would be possible without the additional service area. 
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Appendices 

This section presents three (3) Appendices, one for eai of the three (3) sce rios discussed 
in the report. Each Appendices includes sixteen (16) figures, titled Figure 1 through Figure 16. 
These figures present the detailed results of the financial forecast for each respective scenario. 

The figures are ordered so that as nearly as practical the earlier figures present the summary 
results ofthe analysis and data and information used in the earlier figures ‘‘rolls up” from later figures. 
The table of figures for Appendices 1 and 2 are the same as those shown below: Appendix 3 is 
slightly different and its Table of Contents is included at the beginning of the Appendix 

Table of Contents 

Figure Number Title 

Figure 1 
Figure 2 
Figure 3 
Figure 4 
Figure 5 
Figure 6 
Figure 7 
Figure 8 
Figure 9 
Figure 10 
Figure 11 
Figure 12 
Figure 13 
Figure 14 
Figure 15 
Figure 16 
Figure 17 

summary 
Assumptions 
Pro-Forma Income Projections - Water System 
Pro-Forma Income Projections - Sewer System 
Depreciation Schedule - Water 
Depreciation Schedule - Sewer 
Contributions in Aid of Construction (CIAC) - Water 
Contributions in Aid of Construction (CIAC) - Sewer 
Rate Base 
Utility Plant in Service - Water & Sewer 
Capital Improvements Program 
Not Used 
Used and Useful 
Weighted Cost of Capital Analysis 
Graphs of Key Indicators - Water System 
Graphs of Key Indicators - Sewer System 
Graphs of Key Indicators - Water and Sewer System 
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Scenario 1 
Intercoastal as a “Stand Alone ” Utility 

This scenario analyzes the impact upon customer’s rates of Intercoastal Utilities implementing 
Intercoastal’s plan to meet the water and sewer demands of the projected growth in the area for 
which Intercoastal‘s service area extension application is filed assuming that Intercoastal is a “Stand 
Alone” utility in that it provides all required water and wastewater treatment facilities on site. 

Table of Contents 

Figure Number Title 

Figure 1 summary 
Figure 2 Assumptions 
Figure 3 
Figure 4 
Figure 5 
Figure 6 
Figure 7 
Figure 8 
Figure 9 Rate Base 
Figure 1 0  
Figure 11 Capital Improvements Program 
Figure 1 2  Not Used 
Figure 13 Used and Useful 
Figure 14 
Figure 15 
Figure 16  
Figure 17 

Pro-Forma Income Projections - Water System 
Pro-Forma Income Projections - Sewer System 
Depreciation Schedule - Water 
Depreciation Schedule - Sewer 
Contributions in Aid of Construction (CIAC) - Water 
Contributions in Aid ofConstruction (CIAC) - Sewer 

Utility Plant in Service - Water & Sewer 

Weighted Cost of Capital Analysis 
Graphs of Key Indicators - Water System 
Graphs of Key Indicators - Sewer System 
Graphs of Key Indicators - Water and Sewer System 

lNTERCOASTAL ~TILITIES BURTON 6 ASSOCIATES 



I 1 I I ) 1 1 I 1 1 I I I I 1 I I 1 

INTERCOASTAL UTILITIES 
WATER & SEWER SYSTEM 

SUMlUARY 

Figure 1 

L 

3 
4 

5 
8 

16 Rate Base IMilliomI $4.979 $4.852 $4.434 $11.563 
I 

l7 I 

__. __._ . -. .~ 
$0.749 $0.674 $0.598 h.520 S0.W 50.740 $0.697 
$11.146 $10.036 $8.905 $7.751 $12.863 $11.157 $10.517 

" ̂ ^", 

SOURCE: BURTON a ASSOCIATES 
C : W A T A 1 1 2 s u C U l T E S T ~ - l ~ ~ ~ l Z W K 4  

03/1v2000 



1 1 I 1 1 1 1 1 1 1 1 1 1 1 1 I I 1 J 

F I Q u ~  1 

INTERCOASTAL unLinEs 
WATER &SEWER SYSTEM 

SUMMARY 

."._. .I.. 
khieved Re 3 

4 

5 
6 

7 .W2 $5.735 $5.099 $4.998 8 

P Achiewd Return ( ~ I I W ~ S J  
23 Allowed Return (Millions) 
24 Rate 61.e *riHions) 

SOURCE: BURTON 8 ASSOCIATES 
C W A l A \ 1 2 N C U \ T E ~ - l ~ ~ ~ l Z W ~  



I I I I I 1 I I I I I I 1 I I I 

INTERCOASTAL UTILITIES 
WATER 6 SEWER SYSTEM 

ASSUMPTlONS 

Figure 2 

1.5 1 2 . M  

1.5 12501 

$234 $825 

I I I 



I I I I I I I I I I I I I I I I I I 

Fbure 5 

I 



I I I I I 1 I I I I I I I I I I I I I 

Flgure 4 
INTERCOASTU UTlUnES 

~ 

WATER SEWER SYSTEM 

10 Dlk- 

0 0 0 
1, Y L  llnru W W W W W W W W 

0 I 2  Dhllrrv 0 0 0 0 
<a war- so W W W W W W W W W 

W W 
0 

W 
0 0 

!! '-- S l S O T , ~  ,I I. 



I I 1 I I I I I I I I I 

INTERCOASTAL UTILITIES 
WATER & SEWER SYSTEM 

I - lntercoaotal U U l M i e a d  Sewer- 

JYam - 

I 1 I I I 

Figure 5 
Page 1 of 2 



I I I I I I I I I I I 

INTERCOASTAL UTILITIES 
WATER (L SEWER SYSTEM 

SCHFDUl F - W A F E  

f - / n t t  ... 
J$!#m - 

1 I I I I 

Figure 5 
Page 2 of 2 



I I I 1 I I I i I I I 

INTERCOASTAL UTILITIES 
WATER B SEWER SYSTEM 

DFPR TION SCHFDULE - SFWFB 

... o 1 - lntenwastal ufllrtres Water and Sewer Rates w/lntercoastal Ca&?iM€W 

SRELc - 

I 1 I 1 I 

Figure 6 
Page 1 of 2 

D.pnd.donW"* .EraW 1- 2ooo 2Wl 2M2 am 2x4 2M5 rn 2007 ?wB rn 
22 Fmndllu 
23 SrUn-Fom $40,314 $40,314 $40,314 $40,314 $40,314 $40,314 uO.314 $40.314 $40,314 $40,314 $40.314 
7.4 -rmtl 107.639 107,639 107.639 107,639 107,639 107.639 107.638 107,639 107,639 107,639 107,639 
s o m u  1.880 1,880 1.880 1.880 1,880 1.880 1,880 1,880 1.880 1.880 1 . 0  
m -  19,ua 19.m 10.100 19,100 19,100 19.m 10.100 19.100 1s,m 19.100 10.100 

28 RlmLwEquiP 55,387 55.387 55,387 55.6.387 55,387 55,387 56.387 56.387 55,387 55.387 55.387 
m sbuehlma 2486 24% 24% 2,4% 24% 24% 2.46 2485 24% 2486 24% 
30 TMEquIp i m n 4  i n n 4  i m z n  imm 102274 i m n 4  i m n 4  i m m  in274 
31 oUlhUSm 165 165 155 185 165 155 165 1 s  165 155 155 
32 OlhrTrUtront m 737 737 737 737 737 737 nr 737 737 
33 2820 2.820 2,820 2 . m  2m 2820 2820 2820 2820 2820 2820 
34 oml 1% 1% 195 195 195 1% 1% 1% 195 i m  1% 
35 F u m M  47 47 
38L.bonton 516 516 516 516 516 518 516 516 516 516 516 
37 pwr Equip 
38 UrVEquip I c e  106 106 io8 106 
39 P 4 U ~  6.253 6.253 6253 6,253 4253 6.253 6,253 6.253 6.253 6,253 6.253 
4-mrEa wD.p*rrm 
41 MlmlnmnlbR.mndbmke2unUraRemda 4 . m  4.756 
42roblmng- 

n R-MWW~I 15.31 15,301 15.301 15,301 15,301 15,301 15,301 15.301 15,301 15.301 15,301 

SOURCL: WRTOH L CsIOcUTU 
C.YYT*\(PYQI\TE81UCIYUlmZWU WlIRMO 

I 



I I I 1 I I I I I I I 

INTERCOASTAL UTILITIES 
WATER & SEWER SYSTEM 

PFPRFCAIIQN scmul E - SFWFB 

1 - l n f e r c o s r t a l s  Wafer and Sewer .. 

s€wR - 
xm 36o.m 
2m2 1,793533 
m 7  5,m.m 
m7 240.000 
2W7 1.3'10.Om 

26 
a 
a 
26 
30 
30 

2 x 2  2x3 

7 . a  15.m 
6.800 13.800 

105.769 211.538 
0 . m  1 2 . m  
29.892 59.783 

-y% s%z- 

I I 

2MI 

T E  
15200 
13.603 

211.538 
1 2 . m  
58,783 

iU6 

1 5 . m  
13.800 

211.538 
12.000 
58.783 

I I I I 

2aYI m 
m;= 15.200 si5 15.23 E- 

13.800 1 3 , m  
211.538 211,5?a 

12.000 12.033 
58.783 58.783 

Figure 6 
Page 2 of 2 

20% Mo8 

=;Ei s15 2% 
15,203 15.2W 
13.800 13.W 

211.538 211.538 
12.m 1 2 . m  
58.783 58,783 

7.022 15.rY1 46,207 47,708 4F,W 51.130 U.2S 67.970 42.502 41,UI 
n Lah - 
24 TdalNhvDveaal m s75.w S l 5 8 , W i ~ , E z U  S758,lS 
23 ClACplant 



I I I 
I I 1 1 I I 1 I I I I I I 

INTERCOASTAL UTILITIES 
WATER 6 SEWER SYSTEM 

9 40 
I1 20 

SOIJM 46 

I I I 

Fbun 7 
Page 1 of 2 



I I I 
I I I I I I I I I I I I I 

INTERCOASTAL UTiUTlES 
WATER & SEWER SYSTEM 

I I I 

Flgure 7 
Page 2 of 2 



I I I I I I I I 1 I I 1 1 

INTERCOASTAL UTILITIES 
WATER6 SEWERSYSTEM 

I I I 

Flgure 8 
Page 1 01 2 

I 



I I I 
I I 1 I I I i I I I 1 I I I I I 

INTERCOASTAL UTILITIES 
WATER 6 S M R  SYSTEM 

Figure 8 
Page 2 of 2 



I I I I I I I I I I I I I I I I I 1 I 

Figure 9 
INTERCOASTAL UTILITIES 
WATER 6 SEWER SYSTEM 

iMu3AsE 

Ilpp lppp ae.?I a22 lpBt ael zl4 zl4 am Ppg Ppg 



I I I I I I I 1 I I I I 

INTERCOASTAL UT'IUTIES 
WATER 6 SEWER SYSTEM 

W P W r f t 4 ~  

i I I I I I 

Figure 10 

amm 

I 



I I I I I I 1 I I I I I I I I I I I 



I 

1 
2 
3 
4 
5 

6 
7 
8 
9 
10 

I1 
12 
13 
14 

15 
16 
17 
18 
19 
7.0 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

I I I I 1 I I I I 

INTERCOASTAL UTILITIES 
WATER & SEWER SYSTEM - I 

I 1 I I I I 

Figure 13 
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5.057 5.057 10,571 10,571 13,429 13.429 13,429 13,429 13,429 16.286 18288 
0 

W=w 
Capciiy In ERCs 
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Scenario 2 
Intercoastal “Standinp in NUC ’s Shoes” 

This scenario analyzes the impact upon customer’s rates ofhtercoastal Utilities implementing 
NUC’s plan to meet the water and sewer demands of the projected growth in the area for which 
Intercoastal‘s service area extension application is filed assuming NUC’s capital plan and plan for 
wholesale water and wastewater service 6om the JEA. 
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Figure 1 

e-.... 

INTERCOASTAL UTILITIES 
WATER &SEWER SYSTEM 

SUMMARY 

1 

2 
3 
4 

5 
6 
7 

$1.395 $1.762 $1.735 $1.672 $1.570 I 

23 Ulowed Return (Millions) $0.712 $0.430 $0.398 $0.484 $0.444 $0.379 $0.309 
24 Rate Bare (Millions) 55.913 $6.027 $5.579 $6.996 $6.416 $5.476 $4.475 

SOURCE: BURTON a ASSOCIATES 
C : \ O A T A ~ i 2 S U C U \ T E S T l M - i ~ ~ ~ ~ Z . W ~  
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SUMklARY 

~ Water 1 

2 
3 
4 

Achieved Return 

Allowed Return 

1 1 1 - 1  1 

Figure 1 

5 fA"gMo.Cost1EF - 
6 Achieved Return (Millions) $0.116 0.066 $0.072 ($0.1 10) ($0.042) .040 0.109 
7 I-" ' - . 'Wions) $0.112 fo.102 $0.099 $0.122 50.120 %I16 L .109  
8 1  $0.934 $1.425 $1.395 $1.762 $1.735 $1.672 $1.570 

I 

23 Allowed Return (Millions) $0.712 $0.430 $0.398 $0.484 $0.444 $0.379 $0.309 
$5.579 $6.996 $6.416 $5.476 54.475 24 Rate Base (Millions) $5.913 $6.027 
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INTERCOASTAL UTILITIES 
WATER 8s SEWER SYSTEM 

Water OBM &Dense Proiections - Based on Debbie Swain's Analysis 

Scenario 2 - Intercoastal Utilities Water and Sewer Rates with Nocatee's JEA Wholesale Plan 

ERCs 
Inflationary Multiplier 

Salaries and Wages - Employees 
Salaries and Wages -Officers 
Emp Pensions 8 Benefits 
Purchased Water 
Purchased Power 
Fuel for Power Production 
Chemicals 
Materials 8 Supplies 
Contr Svcs- Engineering 
Contr Svcs- Acct 
Contr Svcr- Legal 
Contr Svcs- Mgt Fees 
Contr Svcs- Other 
Rental of Bldg I Real Prop 
Rental of Equip 
Trans Exp 
Insurance - Vehicle 
Ins Gen Liab 
Insurance - Work Comp 
Insurance - Other 
Advertising Exp 
Reg Comm Exp - Rate Case 
Rea Comm E ~ D  -Other 

ieae 
5,506 
1.50% 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

2Mp 
5,763 
1.50% 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

2M1 
6,043 
1.50% 

2pp2 
6,867 
1.50% 

NA 0 
NA 0 
NA 0 
NA 108,892 
NA 828 
NA 0 
NA 4,139 
NA 3,449 
NA 7,168 
NA 4,301 
NA 2,867 
NA 52,582 
NA 60,637 
NA 11,468 
NA 0 
NA 0 
NA 0 
NA 360 
NA 143 
NA 463 
NA 0 
NA 0 
NA 0 

2m.3 
7,719 

1.50% 

0 
0 
0 

124,259 
945 

0 
4,723 
3,938 
7,277 
4,388 
2,911 

53,362 
61.581 
11.843 

0 
0 
0 

434 
146 
528 

0 
0 
0 

I 

2pp4 
8,600 
1.50% 

0 
0 
0 

140,558 
1,068 

0 
5,342 
4,452 
7,388 
4,433 
2,955 

54,175 
62,498 
11,820 

0 
0 
0 

491 
148 
597 

0 
0 
0 
Q 

I 1 

Figure 3a 

m-5 
9,514 
1.50% 

0 
0 
0 

157,866 
1,200 

0 
6,000 
5,000 
7,500 
4,500 
3,000 

55,000 
63,450 
12,000 

0 
0 
0 

551 
150 
671 

0 
0 
0 
Q Bai  Debt Exp ' NA NA NA 0 0 - 

Misc Exp NA NA NA 690 787 890 1,000 
Total OBM - Nocatee Svc Area 0 0 0 257,986 276,875 266,814 317.888 

SOURCE BURTON 6 ASSOCIATES 
C:\MTAllZNMTEJnM-1\S31Z.W 
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INTERCOASTAL UTILITIES 
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S S S  

Scenario 2 - lnfercoasfal Ut ilities Water and Sewer Rates with Nocatee's JEA Wholesale Plan 

ERCs 
lnnationary Muniplier 

Salaries and Wages - Employees 
Salaries and Wages - ORicers 
Emp Pensions & BeneMs 
Purchased Sewage Treatment 
Sludge Removal Expense 
Purchased Power 
Fuel for Power Production 
Chemicak 
Materiak & Supplies 
Contr Svw Engineering 
Contr Svck Acct 
Contr Svcs- Legal 
Contr Svcs- Mgt Fees 
Contr Svca Other 
Rental of Bldg I Real Prop 
Rental of Equip 
Trans Exp 
Insurance - Vehide 
Ins Gen Uab 
Insurance - Work Comp 
Insurance - Other 
Advertising Exp 
Reg Cornm Exp - Rate Case 
Reg Comm Exp - Other 
Bad Debt Exp 

1898 
2,857 
1.50% 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

ZQQQ 
2,857 
1.50% 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

2Mi 
3,114 
1.50% 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

2oQ2 
3,395 
1.50% 

0 
0 
0 

234,758 
18,330 

270 
0 

2,696 
4,043 
4,301 
2,867 

52,562 
60,637 
11,468 

0 
0 
0 
0 

387 
143 

1,426 
0 
0 
0 
0 

2plll 
4,241 
1.50% 

0 
0 
0 

297,731 
23,246 

342 
0 

3,419 
5,128 
4,368 
2,911 

53,362 
61,581 
11,643 

0 
0 
0 
0 

491 
148 

1,808 
0 
0 
0 
0 

I 

2po4 
5,114 
1.50% 

0 
0 
0 

364,528 
28.462 

419 
0 

4,186 
6,278 
4,433 
2,955 

54,175 
62,498 
11,820 

0 
0 
0 
0 

601 
148 

2,214 
0 
0 
0 
0 

I I 1 

Figure 4a 

rn 
6,018 
1.50% 

0 
0 
0 

435,459 
34,000 

500 
0 

5,000 
7,500 
4,500 
3,000 

55,000 
63,450 
12,000 

0 
0 
0 
0 

718 
150 

2,645 
0 
0 
0 
0 

Misc Exp NA NA NA 539 684 837 1,000 
Total O&M - Nocatee Svc Area 0 0 394,426 486.837 543,553 624,922 

SOURCE: BURTON 6 ASSOCIATES 
C\D*TI\lpyMIEbnM-lV~u*s1(2vyKI 
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Scenario 2 - Infercoastal Utrlrties Wafer and Sewer Rates wifh Nocafee's JEA Whole- 
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Figure 6 
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utilites Wafer andsewer-catee's JEA 

Mimatad 
Year w InalcaSl Lffi(Yearn 

mn l o . m  15 
xm 5.m 18 m 2.500 10 m 15 .m 40 
m 7  40 mn m.m 20 
m7 30 
m 7  45 
m 7  45 
m 7  404.250 30 
m 7  45 mn w,m 45 
Xm 1.500.m 26 

EI ?%,E 43 

t a m  2005 

€87 661 €87 
278 278 218 
250 250 250 
375 375 375 

1 
1 

~~ ~ . . . ... aln 
30 Waterplard.EartSnArea 28.M 57.692 57.692 57.692 57,692 57,692 

49 T o t a l ~ c e p m % ! h  $182.603 3182,603 5182,603 $182,603 3182,603 1182,603 3182.603 

51 f i m - - p  30.948 62,274 8l.m 1m.W lM.1Bb) 1M.723 50 Tdal Nw Depecm 

I 
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Figure 6 
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INTERCOASTAL UTILITIES 
WATER 8 SEWER SYSTEM 

DFPRECIATION SCHFDlJl F - S F W R  

.. o 2 - 1-r and Sewer Rates with Nocatee's JFA 

S a E R  - 
Ed4Nl.d 

wrtiq AEaek Y e a  mu imlcolt UhN-I 
1 Fnnch- N* 

1989 4.8u.762 46 
1986 75.209 40 
imi 737,204 38 
imi 459.mc 30 
1902 886,880 16 
iaes 78.671 32 
ism 1,(uo,Sul 16 
1987 4.841 30 
1881 13.285 16 
1W m.m 32 
1981 8,241 32 
1886 711 15 
logs 7.747 15 
1983 732 12 
1989 1.588 15 

;: l,%Z 30 

18 k q u m  1883 2u.w 33 
10 TDhl Emluted ~ ,u l co l t  

21 TDhl CnQ b n l  h- 
20 Mj~rtmmttol886ANllulRsponMl & FlmlkSwks 

, .  

D.pssl.aOn Sobdub- Embnpksem isss 2Mo mi m x m  2004 1M5 

24 sm*n-onVlc, 107.m 101.658 107.638 107.m 107.m lw.m 107.8% 
2 5 o G - M  1.880 1.880 1,880 1.880 1,880 1.880 1.880 
Z s s r v b r  1s.m 18.403 is,m 19.403 10.m 18.403 1s.m 
28 P u m w  Equip 56,387 55.387 56.387 55.387 55.387 55,387 55.387 
28 svMWQ0 2485 2485 2485 z485 2485 24a z4a 
30 TWEq* 14274 i w n 4  im.n4 i m n 4  102274 iaun i q n 4  
31 OuWISmr 185 185 1 6  185 185 185 185 
32 a h r T r u b n n t  m 737 m 737 737 737 m 
53 snuauma 2820 2820 2820 2820 2820 2.820 2820 
3 4 w l w l  1% 1% 185 1% 195 1% 1% 
35 Furniturn 47 47 
38 L.bmton 510 516 516 516 516 516 516 
37 P M E q u i p  
38 MircEqquip 106 106 106 106 106 
33 mum 6.253 8.253 6,253 6.253 6,253 4251 0.253 
40Tobi~apnola3n  
41 AdjMmYLlORecmdbbAcrmnbcgRd 
u lobi &bbw apnola3n 

~ ~ ~ ~ T c S  
c"cAlA\ lzNcu\TEsTm-iF~lz~4 

i2 FR~EI I IY .  
23 -Uw u0.314 u0.314 yO.314 $40.314 $44314 u0.314 $40.314 

27 Rr*vlrwWdl 15,301 15.301 15,301 15.301 15,301 15.301 15.301 

(IylMoM) 
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s Water andSewer Rates w&Jj!ocatee's JEA Wmk&Plw 
SEa& - 

Ne*- 
1 oman- 
2 svUc1"ma.rdlnlPrmnmn16 
3 CdlectmseUen-Fone 
4 FlOvMwuringDavicsa 
5 FurnpirgEqulpmenl 
6 - Furnlue and Q u i m  
7 SlrwaEqulpnard 
8 CammunmEqvipmarl 
Q 1OMGDWWTPExpsMlon 

10 12"PVCFmMam 
11 V P V C F m M a r n  
12 Eno1nearirg6Cahnwmq 
13 W P V C F m M a h  
14 WWTP ImpOvemenl Eas! 9n Area 

ospklattmWule-NsvAssec. 16% 2aN m1 2M2 2 m  2 M  xa5 
15 crgsn!zawa 5188 5375 a 7 5  5115 
16 SbYdLImardlmpthansntl 4.025 8050 8,050 8,Mo 
17 C d l e c t m s N n n - F m  . 23,768 47,535 47.536 47.536 
18 FkwMwrk-agDsulca 5 . m  lo.m 1o.m 1o.m - 10.73 21 467 21.467 21.467 

333 657 657 667 
10 ~ m p ( r g E q u l m  
20 aTua F m l w  and E q u l m  
21 SlrwaEquipna( 1 3  278 218 278 
22 C o M n u n m E q u l m  125 750 250 m 
23 10 MGDWWTP Expan* 
24 W P V C F m M a i n  
25 B W C F m M d n  
26 winesrinpa~ontlnpency 
27 1 V W C F m M a i n  
28 WWTPlmpmRmentEaslSveArea 75.909 151.998 151.898 151.898 151.898 151.M 151.898 
29 CuCplanf 7.022 1SaS 46,237 477CS 4W.5 51.13 
50 TdalNeWUeprW m 515,ES 1159.m1 11-- 

I I I I i I I I I I I I I 1 I I I 1 1 

Figure 6 
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31 Tdal W n g  Depr&iaaon 5360.255 5360,255 t360208 5360.208 w . 2 0 8  a60.102 aB0,lrn 

33 Tobl apnsllaon TU( IP4 
u TdalNeWmm 75.909 159.021 167.507 242.517 288,329 289.888 281.751 

$50.276 Q27.514 U O 2 , m m  
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Figure 7 
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Figure 8 
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Scenario 3 
Reclaimed Water Rates 

This scenario determines the reclaimed water rates of Intercoastal Utilities implementing 
Intercoastal's plan to meet the reclaimed water demands of the projected growth in the area for which 
Intercoastal's service area extension application is filed. 
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Figure 2 
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