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PROCEEDI NGS

CHAI RMAN GRAHAM  Ckay, staff, Item No. 4, the

| ast item
M5. BUYS: Good norning, Comm ssioners. | am
Penol ope Buys with Conmi ssion staff. Item4 is

staff's recommendati on for Docket No. 20170166-WS5,
an application for limted proceeding rate increase
in Orange County by Pluris Wedgefield, Inc.

After nmuch di scussi on between the Conm ssion
and the parties, this itemwas deferred fromthe
April 20th Comm ssion Conference.

On April 24th, 2018, the Ofice of Public
Counsel and the utility filed a joint notion
requesti ng approval of stip popul ation and
settl enent agreenent. The parties agreed a rate of
return of 8.26 percent be applied to staff's
recommended adjustnents in order to calculate
overall revenue requirenent increase. The result
woul d be a revenue increase 11.28 percent for water
and 5.08 percent for wastewater. For this
Comm ssi on Conference, staff did not alter our
reconmendati on froma previ ous recomendati on.

Representatives fromthe utility and OPC are
present to address this itemand explain their

proposed sti pul ati on.
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Staff is also available for questions.

CHAI RMAN GRAHAM  Thank you, staff.

M. Friedman.

MR. FRI EDMAN:  Thank you, M. Chairnman,

Comm ssioners. Marty Friednan of Friedman &
Fri edman on behal f of Pluris Wdgefield.

At the end of the agenda |ast -- end of the
| ast agenda, M. Gllarda of the utility sought out
Ms. Ponder, and they struck a deal that basically
accepted the argunent that the Public Counsel had
made regarding the rate of return, which results in
a $16, 000 maybe, if the cal culations by OPC are
correct, $16,000 reduction in the revenue
requirenment. W believe that that would be in the
public interest as it saves the custoners at | east
t hat anount of noney, and | am available to answer
any questi ons.

Thank you.

CHAl RVAN GRAHAM  OPC.

M5. PONDER: Good norni ng, Comm ssioners.
Virginia Ponder and Marshall WIIlis here on behal f
of the Ofice of Public Counsel.

As M. Friedman represented, M. Gall arda,
with the utility, did approach OPC regarding

settlenent, and ultinmately the utility did agree to
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use an ROR of 8.26 percent, accepting OPC s

cal cul ation for purposes of the -- the parties
agreed it would apply only for the purposes of this
limted proceedi ng.

We believe the stipulation and settl enent
agreenent in its entirety is in the public
interest, and in the best interest of its
cust oners.

CHAl RVAN GRAHAM  Ckay. So, staff, the -- the
anendnent that's before us should just be referred
to as the stipul ated agreenent?

M5. CRAWFORD: That's fi ne.

And just for clarity, if | understand what the
parties are suggesting, it would be to accept the
staff recomrendation with the overlay of the
sti pul ated RCE.

CHAl RVAN GRAHAM  Conmi ssi oner Pol mann.

COMWM SSI ONER POLMANN:  Thank you, M.

Chai r man.

A question for staff. Based on the briefing
and di scussion we had, | believe | understood that
what is being proposed in the stipulationis -- and
maybe | amusing the wong words, but sonewhat out
of the ordinary in terns of how we normally dea

wth rate of return, or the way we account for or
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review, but that you find this sonething that we
can accommodat e? Maybe you can use the proper
words for ne.

M5. CRAWFCORD: Certainly. For clarity, the
stipulation itself, if you | ook at the actual
wording, it doesn't commt that a particul ar
calculation of ROE is being made. It sinply
stipulates to the nunber, and staff is wlling to
accept that nunber.

In looking at the stipulation itself, it
doesn't seemto propose a particul ar nethodol ogy,
and certainly staff is not recommendi ng approval of
any ki nd of stipul ated nethodol ogy since that
doesn't actually appear in the | anguage of the
stipulation. It would be a pure nunber provided by
the parties, recognizing the give and take of that
stipulation, there are pros and cons for each
party, and staff is anenable to accepting it in
that |ight.

Does that hel p answer your question?

COMM SSI ONER POLMANN:  So the -- yes, but is
it fair to say that the stipulation that -- that
the parties have -- the agreenent the parties have
cone to, and the stipulation they are proposing

here, deals with the dollars from-- fromtheir
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side and not with the procedure --

M5. CRAWFCRD: That's ny under st andi ng.
That's correct.

COMM SSI ONER POLMANN:  So we are not really
agreei ng to change our nethod or procedure?

M5. CRAWFORD: That's absolutely correct. And
by the | anguage of the stipulation itself, it's not
binding on -- it doesn't establish precedent, or
commt any further future precedent for the
Comm ssi on.

COMW SSI ONER POLMANN:  kay. Thank you.

CHAl RVAN GRAHAM It is binding, but it
doesn't change any precedence.

M5. CRAWFCORD: Absolutely. Right.

COMM SSI ONER POLMANN:  It's binding on this --
within this docket --

M5. CRAWFCORD: Thank you, yes.

COW SSI ONER POLMANN:  -- within this [imted
pr oceedi ng.

M5. CRAWFORD: That's correct.

COMM SSI ONER POLMANN:  All right.

CHAl RVAN GRAHAM  Commi ssi oner Fay.

COMM SSI ONER FAY:  Thank you, M. Chair man.

My question is probably for the parties, OPC

and M. Friedman.
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So in the stipulation that's provided, and if
you have it in front of you, paragraph one, under
the therefore | anguage states: It is the intent of
the parties the utility's acceptance of OPC s
net hod cal culating the rate of return shall have no
precedential effect or value in future rate case.
Is that -- is that |anguage, future rate case, is
that inclusive of just a full rate case or a
limted rate case al so?

M5. PONDER: | would think it woul d enconpass
alimted rate case as well.

COMWM SSI ONER FAY:  Ckay.

MR. FRI EDVAN:  Yes, that was ny understandi ng,
it would apply -- it would -- this would not be
precedence in any rate case in the future.

COMM SSI ONER FAY: Ckay. Geat. Thank you.

CHAI RMVAN GRAHAM  Conmi ssi oner Brown.

COW SSI ONER BROMN:  Thank you.

W -- M. Friedman, we tal ked at the | ast
Agenda Conference with the utility owner. |
touched on quality of service issues, and sone of
these proforma costs, whether or not they wll
address sonme of the quality of service issues;
al t hough, staff does not really touch on the

quality of service, we have been receiving letters
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1 in this docket file on quality of service.
2 Can you el aborate where the utility is on
3 addressi ng custoners' concerns in this -- for this
4 utility?
5 MR FRIEDVAN.  This utility takes the custoner
6 comments very seriously. In -- in the [ast ful
7 rate case they had, the utility staff reached out
8 to each and every custoner that testified at the
9 custoner neeting to attenpt to address their
10 specific concerns. Sonme people didn't return phone
11 calls. They went to sone peopl es houses.
12 In this particul ar docket, they did the sane
13 thing wwth regard to conplaints that were filed
14 t hrough the Consuner Assistance Bureau. | think
15 there was sonme 30 -- 34, 37 custoners that did, and
16 t hey reached out by phone or email to each and
17 every custoner in an attenpt to address their
18 concerns.
19 The utility provides water that neets al
20 primary and secondary standards. They -- as -- as
21 he pointed out, they won the --
22 COW SSI ONER BROMN:  The awar d.
23 MR. FRIEDVAN: -- best drinking water. And,
24 you know, | nean, nmaybe sonebody's water in their
25 particul ar house tastes different, but it's -- you
Premier Reporting (850)894-0828 Reported by: Debbie Krick
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know, there are nuances in people's houses that
can -- that can do that. If you have got a water
softener that you don't naintain adequately, you
know, what you get out of the sink may not be the
same thing that cones into the neter. And all we
can control is what goes into the neter.

And | think that notw thstandi ng the
conplaints that people nake, and | won't
editorialize on that, but |I think that this conpany
has done everything, and goes beyond what nost
utilities do in addressing custoner service
conpl ai nt s.

COMM SSI ONER BROMWN: So since the |last rate
case, what has the utility done? Do any of these
proforma adjustnents really tackle the quality of
service issues the custoners are conpl ai ni ng about ?

MR. FRI EDMAN:. No, because the -- well, no,
they do not. Although, sinmultaneously with this is
when they were running the chlorine dioxide study,
which is what -- which is what really cl eaned up
the water to make it where nobody can really -- it
t akes everything out of the water. There is no
chlorine snell, taste, odor.

So -- so that went sinultaneously with this,

but that is not sonething that's included. This
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case invol ved energency repair of a waste water
break, because those |lines are unfortunately very
old. It involves the installation of the automatic
read neters that provide custoners an opportunity
to go on-line and, in realtine, see their -- see
their consunption and actually set paraneters. |
want to know when ny water hits 5,000 gallons, |
want you to tell nme. And they will get an alert
that tells them you have net, you know, that's
where you are.

I f you are on vacation, you can | ook on
your -- on your account and see if, while you are
on vacation, there is water going through your
nmet er.

Soit's -- it's -- and | think you will agree
that AM neters, or AMR neters, one or the other,
you know, they are the state-of-the-art. That's
where we are going, and that's -- that's what this
utility has done.

COMW SSI ONER BROMWN:  And hopeful Iy by using
t hose, sonme of your O&M costs will go down.

MR FRIEDVAN. We did -- obviously, got the
neter reading. That's the first initial cost that
goes down. And obviously, over tine, we wll see

if it affects other costs as well.
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1 COM SSI ONER BROMWN: M. Chairman, if | may.
2 Ms. Ponder, | amcurious why Ofice of Public
3 Counsel didn't conme in here and address any of the
4 quality of service issues. | nean, at |east our
5 offices are getting conplaints. Have you received
6 conpl ai nts?
7 M5. PONDER: Certainly. Yes. But as M.
8 Friedman pointed out, it's OPC s understandi ng as
9 wel |l that the utility is neeting both the primary
10 and secondary water quality standards set by DEP.
11 And, additionally, the custoners are pursuing a
12 di fferent approach to resolve perceived water
13 quality issues as well as rate -- obtain rate
14 relief, and petitioning Orange County for an
15 acquisition of Pluris. And they' ve net the m ni num
16 standard for show ng custonmer -- comrunity
17 interest, and are proceeding on that route as well.
18 COMM SSI ONER BROMWN: So Orange County has an
19 appetite to acquire Pluris, is that what you are
20 sayi ng?
21 M5. PONDER: | am saying that the custoners
22 have net the requirenent inposed by the County.
23 They have to have 67 percent docunmented conmunity
24 interest for an acquisition. They' ve net that
25 threshold requirenent. | think they surpassed it.
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But in any event, they initiated that process. O
course, it's very lengthy and the outcone is
uncertain, but they are taking -- addressing their
concerns regarding water quality and rate relief in
that -- by that nethod.

COMM SSI ONER BROAN:  COkay. But it in this
docket, you don't have an issue with quality of
service?

M5. PONDER: Again, because they are neeting
DEP primary and secondary standards, no, we don't.

COMM SSI ONER BROMWN: Ckay. Thank you.

CHAl RVAN GRAHAM  Conmi ssi oner Pol mann.

COMWM SSI ONER POLMANN:  Thank you, M.
Chai r man.

Ms. -- Ms. Ponder, | understand what you j ust
said, and we heard that at the custoner service
hearing as well, the issue of Orange County, and |
will just leave that aside. | think that's an
entirely different issue, and | think you would
agree with that.

M. Friedman, you raised a couple of points,
and | think it's a very inportant acknow edgnent,
and | think it's an itemthat this comm ssion is
trying to deal with in -- with many utilities. And

there is a lot of reference in our discussion
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1 wth -- with water system about neeting prinmary and
2 secondary standards. And | think I am correct that
3 the DEP requirenents for those standards are at the
4 wat er treatnent plant as the water |eaves that
5 plant and enters the distribution system
6 MR, FRIEDVAN: That's ny understandi ng as
7 wel | .
8 COMM SSI ONER POLMANN:  So that's wth regard
9 to the operating permt for the water treatnent
10 plant. And this conm ssion has been directed by
11 the Legislature to consider -- and | believe that's
12 the word -- secondary water quality standards,
13 t hose sanme standards pronul gated by DEP, we are to
14 consider those wth regard to our quality of
15 service assessnent, and that's in the distribution
16 system
17 The point you just said, that you don't
18 control the water beyond the neter in the house,
19 what cones out of the tap, but you control the
20 wat er that goes into the neter, which is the water
21 that flows through the distribution system and,
22 t hereby, you take responsibility for the
23 di stribution system
24 MR, FRI EDVAN:.  Absol utely.
25 COMM SSI ONER POLMANN:  And | -- | appreciate
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t hat acknow edgnment. That's exactly what we are
dealing with in terns of not just the water
treatnment plant, but the -- the quality of water

t hat goes through the distribution systemup to the
nmet er.

MR, FRIEDVAN. Exactly. And | think that we
had filed, and | didn't bring it with nme, | think
we filed the results. They had done sone testing
t hroughout their distribution system and | think
that we filed in this docket the results -- or at
|l east | know | sent it to staff -- the results of
testing in the distribution systemitself, not just
the testing at the neter, and we provided that, and
it's in the docket file, and it all neets -- it
still nmeets standards.

COMM SSI ONER POLMANN:  Now, even though we are
tal king about water quality, we have recogni zed
that the quality of service is not specifically a
part of this |imted proceeding we are dealing with
other matters, the particular infrastructure
I nprovenent here is the water softener for which
you are seeking recovery, that does affect the
wat er quality, and we are tal ki ng about custoners
conplaints, and so forth with, regard to water

qual ity.
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MR FRI EDVAN:  Sure.

COMM SSI ONER POLMANN:  What we wil | be | ooki ng
at are those conplaints going forward, and one of
the things that -- that I wll be concerned about
is what is -- what is the consequence of the
I nprovenent in the water treatnent process,
vis-a-vis the water softener, and how t hat
benefits -- results in a benefit to the custoners,
and how it changes the water chem stry within the
di stribution system

Now, recogni zing that that water softener has
been in place for sonme period of tinme already, |
believe from 2016, or thereabouts, it was -- it was
conpl eted, or at |east somewhere in the tinefrane.
It's in place. It's working, has been working, and
it's inproved your water quality.

There nay be a change in the water in the
di stribution systemthat has sone consequence, good
or bad. In sone cases, there is sone change that
may have been antici pated, maybe uni ntended, and
results in a change in the water quality that the
custoner receives. | amnot specul ati ng what that
may be. So what we -- I'mtrying to understand
that. And this applies to any -- any utility

system large or small.
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1 So just a comment, and ny particul ar point was
2 just to focus on the recognition that the
3 di stribution systemis a utility responsibility and
4 our responsibility to consider that; not that we
5 are dealing with it here, but the custoners are
6 | ooking at that. The particular point here is in
7 our approval for recovery of the water treatnent
8 pl ant change, there is a downstream i npact.
9 MR. FRIEDVAN:. There is, and, you know,
10 unfortunately, the taste of water is subjective --
11 COMM SSI ONER POLMANN:  Under st ood.
12 MR, FRIEDMAN:. -- you know, and | guess you
13 woul d really not know what you think of water
14 unl ess you went to a particular custoner's house
15 and drank the particular water that that custoner
16 had, and whether, you know, it nmet your taste or
17 not .
18 COMM SSI ONER POLMANN:  The secondary st andards
19 do have --
20 MR. FRI EDMAN. Yeah, froma technica
21 standpoint, there is absolutely nothing, you know,
22 the water -- the water neets all the standards.
23 There is the subjective standard that each of us
24 has, not just about this, but whether we |ike
25 chocol ate ice creamor vanilla ice cream
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COW SSI ONER POLMANN:  Under st ood, sir.

Thank you, M. Chairman. That's all | have.

CHAI RMVAN GRAHAM  Ckay. | will entertain a
notion on ItemMNo. 4, or | will give sonebody the
gavel .

COW SSI ONER FAY: | will nove.

CHAl RVAN GCRAHAM It's been noved and seconded
staff recommendation on Item No. 4 with the
sti pul ated agreenent ?

COW SSI ONER FAY: Correct.

CHAI RVAN GRAHAM  Any further discussion?

Seei ng none, all in favor say aye.

(Chorus of ayes.)

CHAl RVAN GRAHAM  Aye.

COW SSI ONER FAY:  Aye.

CHAI RMVAN GRAHAM  Any opposed?

COW SSI ONER BROMN:  Nay.

CHAl RVAN GRAHAM  So four for and one agai nst,
okay.

By your actions, the ItemNo. 4 --

M5. CRAWFORD: M. Chairman, | think it's
understood that maybe, just as a matter of clarity,
could it be nmade clear on the record that staff has
the adm nistrative authority to nake whatever

adj ustnents and recal cul ati ons are necessary to
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accept the stipul ated ROE?

CHAl RVAN GRAHAM  Yes.

M5. CRAWFORD: Thank you.

CHAIl RVAN GRAHAM  That was assuned in --
within the notion.

M5. CRAWFCORD: Yes, sir. Thank you.

CHAl RVAN GRAHAM  So by your action, you have
approved the staff recommendation with the
sti pul ated agreenent as noved.

Thank you very nuch.

(Agenda item concl uded.)
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