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PROCEEDI NGS

CHAl RMAN GRAHAM Wi ch | eaves Item No. 17,
whi ch is a panel.

So, Conmm ssi oner Pol mann, you have the gavel.

MR, SAYLER: M. Chairnman, Public Counsel has
a handout .

CHAl RVAN GRAHAM  Sorry?

MR, SAYLER: W have a handout for the
Conmmi ssion to revi ew.

COW SSI ONER POLMANN: M. Chairman, | -- |
see the Comm ssioners assigned right nowis a
limted -- are we [imted to two?

CHAI RMAN GRAHAM (I naudi bl e.)

COMM SSI ONER POLMANN:  All right. Item 17 is
on the reqgular agenda. This is decision on
suspension of rates and interimrates, Docket
No. 20170141- SU.

Staff?

MR, SEWARDS: Good norning, Comm ssioners,
Justin Sewards with Conm ssion staff.

Item 17 addresses KW Resorts Uilities, a
Class A utility providing wastewater services to
approximately 1,867 custonmers in Monroe County.
This is staff's recommendati on to suspend the final

request for rates of KWResorts Uility and to
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1 prove -- approve a total interimrate increase of

2 $85, 629 or 3.66 percent.
3 No custoners have contacted the Conm ssion on
4 this matter. Representatives on behalf of the
5 utility, Monroe County, and O fice of Public
6 Counsel are present. Staff is prepared to answer
7 any questi ons.
8 COMWM SSI ONER POLMANN:  Thank you.
9 M. Friedman?
10 MR. FRI EDMAN:.  Thank you, Conm ssi oner
11 Pol mann. Marty Friedman, Friedman & Friedman, on
12 behal f of KWResort Uility.
13 Let nme start out wwth the -- with the issue
14 that I was going to bring to the Conm ssion's
15 attention; and that is, when we got the staff
16 recommendation, it includes the standard | anguage
17 about the security for interimrates being either
18 an escrow account or a bond or letter of credit or
19 cor por at e undert aki ng.
20 And at the tine, the utility had antici pated
21 using a bond. Then, when it | ooked at what it was
22 going to pay to get a bond for about a $79, 000
23 interimincrease, they |ooked back at whether we
24 coul d use a corporate undertaking instead.
25 We sent financial docunmentation to the staff
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1 that we think supports the -- the financial ability

2 of KWResort Utility to use a corporate undertaking
3 to secure an $80, 000 potential refund. And that
4 was really the point that -- that | wanted to
5 address with you today.
6 If you want, | can talk about -- | didn't
7 | earn that Public Counsel had an issue until just
8 before the agenda today. They nentioned it to ne.
9 So, | haven't had a chance to analyze. And
10 obvi ously, what they just handed out today, |
11 haven't seen until | just got it. So, it's -- I'm
12 kind of at a disadvantage in trying to articulate
13 a -- aresponse to it without having -- you know,
14 having read it.
15 Maybe while they nmake their presentation, |
16 can read it and be able to do that, but the primary
17 pur pose for nme comng was to request that you
18 aut hori ze a corporate undertaking for KWUility to
19 support the potential refund of interimrevenues.
20 Thank you.
21 COMM SSI ONER POLMANN:  Thank you, sir.
22 M. Sayler?
23 MR. SAYLER:  Chai rman Pol mann, Conm ssi oner
24 Clark, Erik Sayler wwth the Ofice of Public
25 Counsel, along with Ms. Vandiver. W want to thank
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staff for the adjustnents that they made in the
interimrates reconmendati on.

And normally, the Public Counsel doesn't speak
at interimrates agendas because the interimrates
statute is a formula. It's supposed to be a quick-
and-dirty, follow the fornmula, |ook at the
Conm ssion's | ast approved rate case for the
utility, look at what they're filing in this case,
nmake the appropriate adjustnents and the fornul a
produces the interimrates recomendati on.

And in this case, staff did -- did that;
however, in our review, just one final review
bef ore agenda today, we had initially intended not
to speak. W found that -- sonething that we
believe is an error.

We contacted staff yesterday, |eft nessages
| ast -- yesterday afternoon. And | know that staff
reached out to Ms. Vandiver this norning. And |
bel i eve there's a di sagreenent on whet her or not
it's an error or not, but for the reasons |'m going
to go through now, | believe it is an error.

Again, the interimrates statute is a fornul a.
And one of the conponents requires that the
achieved rate of return be cal cul ated by appl yi ng

the appropriate adjustnents consistent wth those
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1 that were used in the npst-recent rate case. I''m

2 not going to read the statute because | essentially
3 guoted it.
4 And we believe that getting interimrates is
5 right -- getting the formula right is inportant
6 both for the custoners and for the utility. And
7 t here have been instances, potentially, where the
8 error was to the benefit of the utility. And while
9 the custonmers wouldn't like that, it's a formul a.
10 It's a statutory formula. And it is what it is.
11 But in this instance, we believe the error is to
12 the benefit of the custoners.
13 The one thing about the achieved rate of
14 return -- to calculate that requires | ooking back
15 at the working capital that the Conm ssion approved
16 in the last rate case. And one of the conponents
17 of working capital is cash, which is a conponent of
18 that. And in the last late rate case -- and |
19 attached the order -- the Comm ssion reduced the
20 cash bal ance of working capital to a bal ance of
21 317,000 from about 800, 000.
22 The utility's rate base for interim purposes
23 i ncl udes a cash bal ance of 716. In the last rate
24 case, the Conmm ssion found an $800, 000 bal ance
25 I nappropriate. And | don't know why 716,000 is
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appropriate if the | ast order approved 317, 000.

Therefore, we believe that that cash bal ance
shoul d be reduced to what the Comm ssion approved
in the prior rate case and -- and the Conmmi ssi on
routinely nmakes adjustnents to interimrates. W
did attach an order fromthe Utilities, Inc., case
as precedent for, just as an exanple, of how the
Commi ssion routinely, in the past, |ooks at the
interimrates cal cul ati on and nakes adjustnents for
it.

And finally, if the Conm ssion nmakes this
adjustnent, it wll reduce what the utilities'
interimrate would be by 29,800 or, in other words,
instead of -- the utility would be authorized
$58,829 for their interimrates.

And | w Il defer questions on the cal cul ati ons
to Ms. Vandiver, but | will note that, while these
dollars seemrelatively small, especially
considering all the electric rate cases that we
wer e di scussing today, these are custoners'
dollars. And every dollar to a custoner is very
inportant. And they should not pay one dollar nore
than is authorized by statute.

Thank you, sir.

COMWM SSI ONER POLMANN:  Thank you, M. Sayler.
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1 | understand it's the custoners' dollars and --

2 MR. SAYLER: Thank you, sir.
3 COW SSI ONER PCLMANN:  -- | -- | appreciate
4 your comments. You know, the arithnetic should be
5 straightforward, if we're follow ng the fornul a.
6 "Il 1Took to staff for any response to the
7 coments that you' ve -- that you've heard here from
8 ei ther party.
9 MR, MAUREY: Good norni ng.
10 COW SSI ONER POLMANN:  Mor ni ng.
11 MR, MAUREY: Yes, we received a call late
12 yesterday. W weren't able to speak with OPC unti |
13 t hi s norni ng.
14 COW SSI ONER POLMANN:  Yes.
15 MR MAUREY: W respectfully disagree that
16 it's an error in the recoomendation. This -- as
17 di scussed on Page 6, staff did make adjustnents to
18 cash and working capital. The -- the anmount of
19 cash reflected inthe -- inthe last rate case is a
20 val ue.
21 For interim purposes, we nake adjustnents
22 consistent with the last rate case, which is a
23 net hodol ogy. And in this instance, staff made the
24 adj ust nents consistent with the net hodol ogy to get
25 the recomended level that's before you this
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1 nor ni ng.

2 To target the value, as has been suggested,

3 departs fromthe nethodology. |[|f the anmount of

4 cash had been a mllion dollars approved in the

5 | ast rate case, and they only cane in for $800, 000

6 t oday, would we make an $200, 000 i ncrease to cash?

7 Probably not.

8 What we've done is -- consistent with the

9 net hodol ogy -- is nade all the adjustnents to put
10 the conpany in a posture to earn at the m ni num of
11 its last authorized range. All of its noney is

12 hel d subject to refund -- what's collected is held
13 subj ect to refund.

14 As the case concludes, staff wll go back and
15 determ ne whether interi mwas appropriate or too
16 high or too low. And the Comm ssion will be in a
17 position to refund any noney, if it was in error.
18 COMWM SSI ONER POLMANN:  Conmi ssi oner O ark.

19 COMM SSI ONER CLARK:  So, it -- in the -- as
20 the interimrates are established, can you cone

21 back, once the final rates are established,

22 determ ne that maybe the cash bal ance was too high
23 and subject that anmount to a refund?

24 MR, MAUREY: Yes, sir.

25 COW SSI ONER CLARK: So, you can address this
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1 problemin the final rates, if we determ ne that
2 t he cash bal ance is too nuch.
3 MR. MAUREY: Yes. The -- the adjustnent that
4 OPC is speaking to was nade in the |last rate case
5 based on how nuch cash was necessary to fund its
6 construction program That |evel of detail is not
7 avail able to us at the -- at the present. It wll
8 be available to us as the case progresses.
9 COMW SSI ONER CLARK: M. Sayler, would that
10 address -- | realize that doesn't inpact the
11 I mredi ate, but we are tal king probably a short
12 period of tine before the final rate is
13 est abl i shed.
14 MR, SAYLER: One nonent to confer.
15 Comm ssi oner C ark, thanks for what Conmm ssion
16 staff said about that. This is a potential for
17 this issue to be revisited in the final order. And
18 we do want to say thank you for -- for that
19 opportunity. So, that would -- we -- it would nmake
20 the custoners confortable that their interests are
21 protected at this tine.
22 COMM SSI ONER CLARK:  Sounds |i ke a good
23 conprom se.
24 COMM SSI ONER POLMANN: | woul d note, if |
25 understand this, M. Maurey, or -- or others, there
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1 was a -- an analysis that staff perforned. And the

2 recommendation is, in Issue 3, the interimrevenue
3 i ncrease that staff has recommended -- recommendi ng
4 iIs not what the utility asked for; is that -- is
5 that correct? Can -- can you conment on -- on
6 t hat ?
7 MR. MAUREY: Yes. The conpany asked for an
8 interimincrease, | believe, on the under- -- on
9 t he order of 145, $150,000 as a result of the
10 adj ustnents that staff is recommending. The
11 recommended i ncrease is 85, 000.
12 COMM SSI ONER POLMANN:  Thank you.
13 M. Sayler, I'"'ma little bit unclear on your
14 response -- and Ms. Vandiver -- to Conmm ssioner
15 Clark. Was your issue addressed, resol ved, or
16 are -- are you still -- do you still have a
17 concern? I'msorry. | didn't quite --
18 MR, SAYLER: Yes, sir, with the understandi ng
19 that we can revisit the appropriate |evel of
20 interimrates at the end of this case, for purposes
21 of refund --
22 COW SSI ONER POLMANN:  Yes.
23 MR, SAYLER: -- then our concerns are
24 addr essed t oday.
25 COW SSI ONER PCLMANN:  Ckay. So, the custoner
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1 IS protected.

2 MR, SAYLER. Yes, that -- that's ny
3 under st andi ng.
4 COMM SSI ONER POLMANN:  The interimis the
5 interim And then the true-up, through the case,
6 if it -- if it's over or under, in terns of the
7 interim-- the true-up will resolve the -- the
8 custoners' actual -- the actual, appropriate anount
9 will be resolved --
10 MR, SAYLER: Yes, sir.
11 COMM SSI ONER POLMANN:  -- through the case.
12 MR, SAYLER: That's our under st andi ng.
13 COMWM SSI ONER POLMANN:  kay. Thank you.
14 M. Friedman, we have your issue still on the
15 t abl e.
16 MR FRIEDVAN. That's all. | just wanted to
17 make sure it didn't get lost in the shuffle. Thank
18 you, Conm ssi oner.
19 COMM SSI ONER POLMANN:  Yes. And | believe
20 that's within the context of Issue No. 5 in the
21 agenda item | just want to nmake sure we're --
22 we're addressing that -- or at |east agree that
23 it's covered within Issue No. 5.
24 MR. FRIEDVAN. That is correct. That is the
25 i ssue that deals with the security.
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1 COMW SSI ONER POLMANN:  Okay. Staff, can we

2 pl ease get your comment there? What the utility is
3 | ooking at is escrow versus the corporate
4 undertaking. And what is our current thinking on
5 t hat ?
6 MR, MAUREY: Thank you. At the initiation of
7 the case, staff reached out to the utility to
8 determ ne what formof security it wanted to use
9 for interimpurposes. And it's nentioned it would
10 use an escrow account .
11 So, we did not do the traditional corporate
12 undert aki ng analysis, but in [ight of the anount,
13 approximately 79,000 being protected, relative to
14 the -- this conpany just nmade a refund in its | ast
15 case of $165,000 wi thout an issue.
16 The request is for a rate increase in excess
17 of amllion dollars on final. So, relative to
18 that, the size of this conpany, the staff is not
19 opposed to a corporate undertaking for this
20 utility, under these circunstances.
21 COW SSI ONER PCLMANN: M. Sayl er, do you --
22 do you wi sh to address that issue, on the corporate
23 undert aki ng versus the escrow?
24 MR. SAYLER: No, sir.
25 COMW SSI ONER POLMANN:  kay. Thank you.
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COMWM SSI ONER CLARK:  So, that is the staff's
recommendati on, then, at that point?

MR, MAUREY: Yes, sir.

COMM SSI ONER POLMANN: M. Friedman, | believe
that, then, what we're |l ooking at here is a
corporate undertaking would -- woul d be accept abl e.
Is that -- would --

MR. FRI EDVAN:  Yes, and --

COMM SSI ONER POLMANN:  |I's that consistent with
what you're asking for? | just want to --

MR. FRIEDVAN. That's exactly what we're
asking for.

COW SSI ONER PCLMANN: | just want to make
sure that we're all on the sane page here.

MR. FRI EDVAN:  Yes, thank you.

COMWM SSI ONER POLMANN:  Conmi ssi oner O ark, do
you have any -- any questions on any of -- any

ot her questions on the issues before us?

COW SSI ONER CLARK:  No, sir. If it's -- 1've
not --

COMWM SSI ONER POLMANN:  Staff, do you have
any -- any additional information you would like to

present or conmment on any of the individual issues
or are we -- are we covered?

MR. MAUREY: No, sir.
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COMM SSI ONER POLMANN:  Any ot her comrents from
the parties? kay.
Conmmi ssi oner C ark.

COW SSI ONER CLARK: Do you want a notion?

COW SSI ONER PCLMANN: | think we're -- we're
ripe for a notion, sir. | think it's just --
there's only two of us and I think -- 1 think,

since | have the --

COW SSI ONER CLARK:  Yes.

COW SSI ONER POLMANN:  -- | have the
m crophone, it's your turn.

COW SSI ONER CLARK:  Mpve staff
recommendati ons, M. Chairman, on Issues 1 through
8. DdIl get themall?

M5. HELTON: As nodified, Conmm ssioner O ark?

COMM SSI ONER CLARK:  As nodi fied, yes.

COW SSI ONER POLMANN:  And t he second woul d be
i nmpl i ed.

|f there's no further discussion, all those in
favor.

(Chorus of ayes.)

COW SSI ONER POLMANN: | believe that
i nclude- -- that concludes all itens on the agenda
for today. And this neeting is adjourned.

(Agenda item concl uded.)
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