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PROCEEDI NGS

CHAIRVAN SMTH: | will give everyone a
second to get situated and we will nove into
[tem No. 3.

Ms. Ram rez- Abundez, | believe you are

presenting the itemthis norning. You are
recogni zed whenever you are ready.

M5. RAM REZ- ABUNDEZ: Good nor ni ng,

Comm ssioners. | am Ailynee Rami rez- Abundez
with the Division of Engineering.

I[temNo. 3 is staff's recommendati on
regarding the application for a staff-assisted
rate case by the NC Real Estate Projects, LLC
doi ng business as Genelefe Uility.

G enelefe is a Cass B water and
wastewater utility in Polk County serving
approxi mately 1,400 custoners. The utility's
| ast rate case was in 2011, and a custoner
neeting was held on Septenber 15th, 2025, and
20 custoners provi ded comments. Approximtely
211 comments have been filed in this docket as
of January 27th, 2026, and the majority of
t hese comments express concerns with the rate
I ncrease and the water service not being

reliable enough to justify such an increase.
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As shown in Schedul e 4A of staff's
recomendati on, the nonthly bill using current
rates for a residential water custonmer would
increase from$14.31 to $57.24. As shown in
Schedul e 4B, a wastewater custoner would see a
current nonthly bill increase from$15.84 to
$43. 91.

The O fice of Public Counsel filed four
observation letters in this docket. Staff
revi ewed and agrees wth the proposed
adj ustnents contained in the fourth letter,
which results in a total revenue requirenent
i ncrease of $65 for water and a decrease of 619
for wastewater. Staff requests admnistrative
authority to reflect these charges in the final
revenue requiremnent.

In addition, staff provided oral you a
nodi fication which added Issue 16 to address
the refund of the interimrevenues.

The utility and sone custoners would |ike
to address the Conm ssion today regarding this
docket. Staff and the Ofice of Public Counsel
are avail able for questions.

CHAIl RMAN SM TH:  Thank you.

So as Ms. Ram rez- Abundez said, we do have
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1 a few custoners and representative custoners

2 that would like to -- wish to address the

3 Comm ssion. M understanding is that,

4 M. Self, you are here appearing on behal f of

S two custoners that were approved to appear

6 renotely, is that correct?

7 MR. SELF: Oiiginally, they were, yes. In
8 general, | have been retained by the Genel efe
9 Country Honmeowners' Associ ation, or HOA to keep
10 It sinple for us.

11 CHAIRVAN SM TH:  Ch, perfect. GCkay. So
12 would you -- | will et you proceed first,

13 given that you are representing all of them

14 You know, obviously feel free to include all

15 the coments that you need, but if we can

16 attenpt to keep it to five mnutes or so, that
17 woul d be wonderful, but you are recognized

18 whenever you are ready.

19 MR. SELF: Thank you, Madam Chair. |

20 appreciate it very nuch.

21 Comm ssi oners, good norning. For the

22 record, I am Floyd Self of the Berger Singernman
23 | aw firmon behalf of Genelefe Country

24 Homeowners' Associ ation, which is just one of
25 t he groups of honmeowners within the |arger

premierreporting.net
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1 utility custoner base. | have three brief

2 things that | would like to discuss with you

3 t hi s norni ng.

4 First is the rates. As you can

S appreci ate, the honeowners are not at all happy
6 wth the rates as proposed by the utility.

7 That said, they are al so not very happy with

8 the rates as proposed by the staff. However,

9 after reading the recommendati on and seeing the
10 adj ustnments and ot her considerations that the
11 staff has taken, we are not going to protest or
12 obj ect an order that woul d approve those rates
13 that are in the staff recommendati on.

14 Principally, we are not going to do it

15 because we think there are sone inportant

16 | nprovenents and ot her changes that are

17 contenpl ated by the recommendati on which, if

18 adopted, long-termwould address a |l ot of the
19 concerns of the custoners, which takes nme to ny
20 second point, which is the quality of service.
21 My clients believe the quality of the

22 service is terrible. The staff recomrendation
23 docunents a nunber of issues within the service
24 that's been provided over the |ast few years,
25 but | would |ike to nmake three recommendati ons
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to you to el aborate on sone of the points that
have been made in the staff recommendati on.

First, the staff is proposing that there
be a custoner neeting in three nonths. G eat
| dea and we conpletely support that. However,
we woul d |ike for your order to be specific and
say that the custoner neeting -- that for that
custonmer neeting the utility should report on
all of the projects and tinelines and progress
With respect -- that's been nmade to that point
for those projects so that there will be sone
greater accountability and transparency with
t he custoners.

We think that having that kind of detail ed
agenda which if the order nore generally
I ndi cates that, and then perhaps the staff can
work with the utility as well as the custoners,
per haps, to develop a specific agenda for that
meet i ng.

Second -- the second recommendati on t hat
we have is there are a nunber of projects, |
think it's Issue 4 that |ist a nunber of
| nprovenents that are to be made. W certainly
support those inprovenents, but what we woul d

like to ask for it is that the utility be
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1 required to nake quarterly reports of all of

2 those projects, as well as the progress on

3 each, and that you keep the docket open for two
4 years, and that they file those reports in the
S docket so that custoners can have access to

6 those reports and that information, and so that
7 t hey can see what's happeni ng.

8 As | think the staff recommendati on

9 references, there's certainly been sone

10 comruni cati on problemissues certainly between
11 custoners and the utility, and we think that if
12 you require these quarterly reports, and if you
13 have themfiled in the docket, custonmers wll

14 have access to it. |If the utility has a

15 website, they can file themthere as well. But
16 | think also if they are here in the docket

17 file, you wll be able to also, and the staff,
18 nore conprehensively nonitor the progress

19 that's being nmade on each of these things.

20 The custoner that | represent are not

21 about puni shnent today. W do have grave

22 concerns with respect to the quality of service
23 | ssues. But today, we are nore focused on

24 accountability and i nprovenents and

25 comuni cation and transparency. And we think

premierreporting.net
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t hat by keeping the docket open for two years,
havi ng these quarterly reports will go a | ong
way towards hel ping that.

That takes nme to ny third point, which is
the specific problemof |ine breakage and boil
wat er notices. The staff recommendati on
di scusses a nunber of those. One is too nany.
The nunber that we've had has been way in
excess of that. Wat we would like to
recomrend and request that you require is that
whenever there has been any break and boil
water notice, even if it only affects one
custoner, that the utility tinely report that
to the Comm ssion, and once it's been resolved,
that they tinely report the resolution of that
to the Conmm ssi on.

This is a big and ongoi ng and persi st ent
problemthat we've had, and we think that if
you require those tinely reports of any
breakages, that that will also help the
accountability and transparency problem |
bel i eve your rul e does not specify even for one
custoner that you report those, but we would
propose that the utility continue to nake a

report of any breakage and boil water notice
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until they have gone at | east one year w thout
any such boil water notices.

That's the three specific things that we
would i ke to see you include in the PAA order.

The last thing that | would like to raise
Wi th you pertains to non-potable irrigation
water. | amnot asking for you to do anything
specific today, but | do want to at | east
brief -- very briefly informyou that there is
within ny clients' comunity a non-potable
irrigation water systemthat has, since 1977,
been used to irrigate the comon areas that the
HOA owns. Approximately two years ago, the
utility shut off that service, and there has
been a dispute between the association and the
utility regarding that service.

Like | said, | amnot asking for a
resolution of that today -- oh, | wanted to
al so add, excuse ne, that there are apparently
sonme honeowners who al so take irrigation water
off of that system off that non-potable
irrigation system such that when the utility
shut off that system those custoners al so | ost
irrigation water through that system

| would I'ike an opportunity after the
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1 Agenda to talk to M. Deterding. Wwen | called
2 hi m yesterday to I et himknow that | would be
3 appearing here today, | told himthat | would
4 like to talk to himabout sone issues. | have
S sone i deas for, perhaps, how the utility and

6 t he association can work together to resolve

7 those issues, and | would |ike an opportunity
8 to do that, but | just at |east wanted to sort
9 of put a placehol der here for you today so that
10 you woul d be aware that there is that issue out
11 t here.

12 | noticed, fromlooking at sone of the

13 past docunentation, there were specific

14 non- potable water irrigation rates that the

15 utility had. Again, | am not proposing

16 anyt hing specific for you today, but just

17 wanted to informyou that there is this issue
18 t hat hopefully we can work out, but if not, as
19 appropriate, the utility or ny clients may cone
20 back to you on that issue.

21 And that's the extent of ny comments. |
22 am happy to answer your questions.

23 CHAI RMAN SM TH:  Thank you, M. Self.

24 If you don't mnd, | think next we w ||

25 go -- | do believe we have a custoner who is

premierreporting.net
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present who al so wants to give comments.

M. Edel kopf, you are recognized if you
woul d like to conme to the podi um and whenever
you are ready, you are recognized to present
your comments. Thank you for being here.

MR. EDELKOPF: Good norning, Chairnman
Smth and Comm ssioners. M nane is Yossi
Edel kopf. | am a custoner of Genelefe
Uility, and | serve as the President of
G enel efe Condos, which is a 781-apart nent
condom ni um

| want to be clear fromthe outset, this
IS not an opposition to the required
I nfrastructure investnent. W understand that
regul atory upgrades are necessary and that
t hese i nprovenents nust be funded. Qur concern
I s about how this funding is obtained and who
I's bearing the risk.

When the current owner of the utility
conpany acquired the utility, he provided a
sworn assurance to this conm ssion that he
woul d secure the necessary funding to naintain
the systemis stability. The purpose of those
assurances was to give the Comm ssion

confidence that the systemcould neet its
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obligations wthout exposing existing custoners
to sudden or specul ative financial harm

Respectful ly, an assurance to secure
fundi ng cannot reasonably nean sinply reserving
the ability to raise rates on captive custoners
after-the-fact. |[|f that were the case, the
affidavit would provide no protection to the
custoners, or anyone at all. The clear intent
of it was to denonstrate that the utility could
remain stable w thout transferring devel opnent
driven or execution risk onto existing
custoners who have no ability to exit the
nonopol y servi ce.

Si nce that acquisition, custoners have
experienced repeated service disruptions, boil
waters -- boil water notices, line failures and
basi ¢ mai ntenance | apses. At the sane tine,
filings on this docket reflect changi ng scopes,
shifting cost representations and unresol ved
operational controls. That conbination raises
a fundanental concern for existing custoners
for a utility that has struggled to reliably
manage day-to-day operations is prepared to
responsi bly execute and account for a major

capital program and whether current custoners
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shoul d be asked to absorb that risk.

We are not asking the Comm ssion to del ay
necessary upgrades. W are asking the
Comm ssion to enforce the spirit of prior
representations made -- that were nmade to
obtain these approvals, exercise caution in
al locating risk and ensure that existing
custoners are not involuntarily financing
devel opnent rel ated expansi on or manageri al
short com ngs.

And if the Comm ssion ultinmately
determ nes that additional funding nechani sns
are necessary, would he respectfully submt
that those costs should follow future growh
and new devel opnent not be inposed on existing
custoners who received no correspondi ng benefit
and have no ability to exit this nonopoly
servi ce.

Respectfully, we believe the appropriate
path forward is continued oversight, clear cost
allocation tied to growh, and protection of
exi sting custoners until confidence in
gover nance, execution and accountability is
rest ored.

Thank you for your tinme and consi deration.
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CHAI RMAN SM TH:  Thank you, sir. Thank
you for being here and nmaeking the drive up. W
appreci ate your comments.

MR. EDELKOPF: Thank you.

CHAl RMAN SM TH:  So thank you for both
t hat perspective. | think we will probably go
to the utility next.

M. Deterding, given the, you know, what
we have heard fromthe custoners, try to
encapsul ate your comments into about as nuch
time as M. Self had. So | think he had around
10 m nutes or so.

MR DETERDING \Well, Madam Chairman, |
have A -- as | told the staff what | -- what |
wanted to address, the issues that | wanted to
address will take ne approxinmately 15 m nutes.

CHAIRVAN SM TH: Al right. Well, why
don't you go ahead, and we wll see where we go
fromthere, but, please, you are recognized.

MR DETERDING And | will address the
| ssues raised by the custoners at |east after |
address what | believe is the nost inportant
I ssue in this proceedi ng, which has not been
brought up thus far, so...

My client filed an application -- well,
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first of all, I amF. Marshall Deterding. | am
here on behalf of Genelefe Uility.

My client filed an application for a
staff-assisted rate case approximately a year
ago. They have operated this systemfor
two- and-a-half years before that, and the
systemis well over 40 years old and in
substantial need of upgrades to its water and
wastewater facilities, but nost inportantly,
it's under a directive from DEP to nake
upgrades to its wastewater treatnent plant
system by the end of this year.

Those treatnent plant upgrades w |l cost
the utility over $16 mllion. Al this while
having the | owest rates of any regul ated water
and sewer utility in the state, and no
connection fees as of the date of this
application, which conplicates our situation
here today so nuch nore.

The staff, to their credit, have expended
a great deal of tinme on this probably nost
conplicated staff-assisted rate case | have
ever seen. They have gone through all of the
I nformati on that was provi ded and the profornas

t hat have been proposed by the utility in order
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to address a |l ot of these concerns raised by
the custoners, and the utility has begun
expendi ng those funds al ready.

However, on the key area related to that
wast ewat er treatnent plant, the staff has
proposed and recommended that none of the costs
of that new wastewater treatnent plant be
I ncluded in either rate setting or connection
fee. | want to address each of those
excl usi ons separately.

First as to the exclusion fromrates.

Staff doesn't state a specific reason why they
have reconmended excl usi on of those wastewater
treatnment plant costs fromrate setting, but
they do point to several factors within the
staff recommendation leading to their
conclusion. The first is the -- relates to the
ni trogen and phosphorus renoval standards which
are the direct cause of the wastewater
treatnent plant inprovenents required by DEP.

| refer to those as the BMAP standards for
brevity.

In recent correspondence from m d-January,
just a few weeks ago, the DEP and PSC staff had

exchanged correspondence wherein the DEP staff
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stated, quote, "G enel efe appears to be
trendi ng toward BMAP conpliance even in the
absence of construction related nodifications
to the facilities."

Now, | cannot help but believe that this
comment fromthe DEP staff, at least in part,
led to the PSC believing that the substanti al
facilities upgrades proposed by the utility and
permtted and required by the DEP may not
necessarily all be required. However, those
statenents by DEP fromtwo weeks ago are
I ncorrect.

We, at the utility, were not advised of
this exchange, and | becane aware of it |ast
week while | ooking at the on-line docket
filings. Wien | provided it to our design
engi neer, he imedi ately stated that the BVAP
standard referenced by DEP was incorrect. He
| mredi ately contacted DEP official who had nade
t hose statenents, and the DEP staff nenber has
now i nforned both the utility and the PSC
staff, as | understand it, late | ast week that
her statenents were incorrect, and that the
BVAP standard as expressed therein and even in

the utility's permt were incorrect and would
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be i medi ately corrected.

As the engi neer -- our engineer notes, the
utility may have been trending toward this
erroneous standard, but there is no way w t hout
the permtted i nprovenents that G enelefe's
treatnment plant can neet the actual required
standard. | have a copy of the table fromthe
BMAP standards if you want to see it, but |
believe the staff would agree that those
statenents nmade by DEP were incorrect.

In any case, the second comment nade by
the staff in their recommendation for the --
related to denial of those inprovenents is that
t hey woul d not be conpleted until sonetine in
2027. The test year in this case ended
10/ 31/24. And the staff notes that under
367.081, quote, "the Comm ssion shall consider
utility property to be constructed within a
reasonable tinme in the future not to exceed 24
nonths after the end of the historic base year
unl ess a | onger period of tine is approved by
t he Conm ssion.”

So at least in part, it appears as though
the staff is saying that the wastewater

treatment plant inprovenents required by DEP
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shoul d not be included in rates because their
requi red conpletion date is a couple nonths
after the end of that 24-nonth period. But
this position ignores the phrase after the
24-nmont h reference, which says: Unless a
| onger period is approved by the Conmm ssion.
Wi ch gives the Conm ssion discretion to go
beyond the 24 nonths in cases where
appropriate. And | cannot think of a nore
appropri ate case where we have a DEP
requi rement to conplete those facilities right
after the end of that 24-nonth period.

Even nore inportant in reading the statute
I's the paragraph that follows three --
approxi mately three paragraphs |later, quote,
"notw t hstandi ng the provisions of this
par agr aph, the Comm ssion shall approve rates
for which allow a utility to recover from
custoners the full anobunt of environnental
conpliance costs."

It then defines environnental conpliance

costs as, quote, "all reasonabl e expenses and a
fair return on any inprudent investnent
I ncurred by a utility in conplying with

requi renments or conditions contained in any

Premier Reporting

premierreporting.net
(850)894-0828 Reported by: Debbie Krick



20

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

permtting, enforcenent or sim/lar decisions of
DEP. "

This is clearly an environnent al
conpliance cost under that definition. And one
of the two things | provided to you is
hi ghl i ghted provisions of the statute with that
| anguage and a letter from our engineer
basically saying this is clearly an
envi ronnent al conpliance cost.

Finally, the staff in their reconmendation
not to include these costs, discusses the fact
that the utility did not provide a firmbid for
construction but only the engineer's detail ed
report and estimte of cost. He provided a
60-, 70-page report. The staff seens to
believe that this lack of a firmbid is another
basis for exclusion of the cost for rate
setting.

The utility has advised staff repeatedly
that obtaining financing for the inprovenents
IS a major prerequisite to getting the project
fully under contract. W, therefore, find
ourselves in a bit of a chicken and egg
situation. The utility wll have to -- have

great difficultly getting financing for these
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required i nprovenents until it gets rates and
connection fees to show the bank as a basis for
repaynent. Failure to get such recognition by
the Comm ssion in rates and connection fees not
only raises the cost of borrowi ng, even if we
could get it, but it calls into question our
ability to get financing and to neet our
obligations wth DEP.

In addition, any bids that a contractor is
willing to supply for such a large project wll
be valid for only 40 to 60 days, which is an
I ndustry standard, thereby defeating the
staff's purpose in demanding bids in the first
pl ace. W cannot possibly sign onto a contract
bid without financing or rates in effect to
cover the investnent.

However, after seeing the staff
recommendati on, the consulting engi neer was
able to get wth one of the contracts
contractors he has worked with in the past on
simlar projects who has provided a cost plus
bid, which is one of the itens included in your
handout. As you can see, it is for a total of
$16, 000, 124 -- $16, 124, 167 before engi neering

and conti ngenci es.
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Since those figures were approxi nately $2
mllion in the engineer's original estinate,
that brings us to $18, 124, 000, roughly, which
I s approximately five percent higher than the
engineer's original estimate froma
year - and-a-half ago adjusted for inflation. So
t hat suggests that the engineer's estinmate and
the bid are both pretty accurate estimtes of
what the total cost wll be.

Based on all of this, the cost for the
required treatnent plant inprovenents should be
included in rate setting because they are
necessary and part of an environnent al
conpl i ance cost order, which clearly should be
considered in rate setting under the statute.

The second issue | want to address is the
excl usion of the sane wastewater treatnent
pl ant project from connection fees, and | want
to only briefly address this.

Most of the comments | provided so far for
why this should be included in rate setting
al so apply to why it should be included in
cal cul ating connection fees. But they have --
there is no statenent in the staff

recommendati on as to why they have been
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1 excluded fromthe cal cul ati on of connection

2 fees. In fact, there are not the statutory

3 restrictions on a tinme period or environnental
4 conpliance cost, et cetera, in the statute or
S rules relative to what can be considered in

6 cal cul ating connection fees. |In fact, the

7 Comm ssion routinely includes estimtes of

8 future plant costs in the cal cul ation of

9 aut hori zed connection fees based solely on | ess
10 detai |l ed conceptual estimates than we have

11 al ready provided. The Conm ssion does so in
12 every original certificate case.

13 Secondly, as | noted to you when we

14 di scussed the connection fees six nonths ago
15 for interim the utility has proposed

16 connection fees that are very close to the

17 average for the other eight water and

18 wast ewat er providers in the area. The staff
19 proposed connection fees are, at best,

20 one-fifth of that average. And that is in the
21 | ast attachnment to the materials | handed out,
22 that conparison. This is exactly the sane as
23 what | provided you six nonths ago, only with
24 the addition of the staff's | ower proposal at
25 t he end.
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We al so take exception to the staff's
nmet hod for calculating the proposed connection
fee in that they have started with what they
cal |l ed design capacity for both water and
wastewater that is not only far above what this
utility can ever serve, but also far above what
can be considered as truly capacity of either
system Their interpretation of the rule
effectively nakes it so there is no way this
utility could ever achieve a 25-percent
contribution |level even at build-out, nuch |ess
75 percent contribution |evel.

Just as an exanple, they note in their
wor kpapers that there are potentially 12,000
connections to the water system Wll, the
utility currently has 1,400, about one-tenth
t hat nunber, and buil d-out of their existing
service territory is 800 nore. So the staff
has a capacity nunber that is at |east five
times what the capacity is of this system at
bui | d- out .

Their interpretation would -- to -- to --
their recommendation not to include the cost of
the DEP required i nprovenents in both rates and

connection fees is contrary to the statute, in
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1 my opinion, and at best, is a devastating
2 proposal that will put this utility in extrene
3 danger of being unable to conply with DEP
4 requi renents that are inposed by its permt in
S | ess than a year.
6 At best, accepting the staff proposal w il
7 make the utility have to imedi ately turn
8 around as soon as this case is voted out and
9 file for either a limted proceeding or sone
10 sort of rate relief and service availability
11 relief next nonth.
12 |, therefore, request that the Comm ssion
13 reject this portion of the staff recomendati on
14 and direct staff to go back and include the
15 requirenent -- required inprovenents in rate
16 setting and in the cal cul ati on of connection
17 fees, and to properly adjust the cal cul ati ons
18 of design capacity to reflect what this
19 utility's true capacity at build-out is of its
20 service territory, rather than sone theoretical
21 capacity that has no basis in realty for this
22 utility, and, as such turns the intent of the
23 service availability rule on its head to the
24 detrinment of the ratepayer.
25 At a mninmnum | urge you to delay action
premierreporting.net
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on this case today for now, and direct the
staff to go back and correct these itens and
bring this back to you in a couple of nonths.

Now, as to the comments fromthe custoner
gr oups.

CHAIRVAN SM TH: M. Deterding, | just --
I f you can do those pretty conci sely.

MR DETERDING | will do themvery
qui ckl y.

M. Self's concerns with neeting in three
nont hs and require an update on the projects, |
certainly see no problemw th that. W
certainly intend to do that as part of this,
what is already required by the staff
recomendat i on.

As to quarterly reports on all projects,
wel |, yeah, | nean, | guess we can do that as
wel | . Keeping the docket open for two years
woul d be the nost extraordi nary neasure | have
ever seen this conm ssion take with a
staff-assisted rate case, but, | nean, if that
I s what you want, we could do that. |
certainly don't want to because it adds to
costs.

As far as requiring reports on every line
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break, the rule already provides that if

10 percent of the custonmers are affected, we
have got to notify the Comm ssion, and we are
working to get into conpliance with this. This
Is a small system and the prior owners had | et
it deteriorate to such an extent that we are,
as you can see, having to make substanti al

| nprovenents in addition to the DEP required

| mpr ovenent s.

As far as the custoner who spoke, the
owner of the utility agreed that he woul d get
financing for whatever inprovenents were
required, and that is what he is attenpting to
do. | understand the frustrati on because, as |
said, we are going fromthe |owest rates in the
state to rates that not only require us, or
allow us to try and address sone of these
custoner concerns, but then on top of that, we
have this huge mandate from DEP.

So | understand the frustration fromthe
custoners, but we are trying to get the
fundi ng, and what -- the biggest thing standing
in our way right nowis having rates and
service availability charges that don't

recogni ze the huge investnent that the utility
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has to make.

Thank you very nuch.

CHAI RMAN SM TH:  Thank you, M. Deterding.

Comm ssioners, if it's okay, | think what
| would Iike to do next is go to staff, there
was a |lot of coments there, and have your
response. Specifically | would really | ook
with respect to that wastewater treatnment
plant, M. Deterding stated that the DEP is
requiring those inprovenents by the end of the
year, so | just would like in your responses to
everything general to al so coment on that.
And then we'll definitely -- | amsure that ny
fell ow Comm ssi oners have many questi oni ngs
questions and comments to be nade.

M5. RAM REZ- ABUNDEZ: Yes, fromthe DEP
permt, that's what DEP stated that they would
start nonitoring when the plant went in
service, so that -- and that would be at the
begi nning of 2027 if the tineline is correct.

CHAI RVAN SM TH:  Ms. Augspur ger.

M5. AUGSBURGER: Good norni ng, Chairmn
Smi t h.

Wth regard to the information presented

by attorney Deterding this norning, we would
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just say, to the extent it raises new issues
and references new information that staff has
not yet had an opportunity to review, then
certainly that request would be premature. And
based on what staff has placed in its
recommendati on, they would stand by that. To
the extent that there is sonething new that
woul d need to be considered, then certainly,
there is nothing preventing this from bei ng
raised in a limted proceedi ng.

DEP is going to be nodifying its permt,
and the permt is to Genelefe. So | think
really staff would need to see what those final
revi sions woul d be.

Two, there is information supplied by
attorney Deterding different reports which were
just stated a coupl e days ago that certainly
staff hasn't had an opportunity to review.

Thank you.

CHAI RMAN SM TH:  Thank you.

Al right. Conm ssioners, do you have any
guestions for either staff, the utility or
nysel f?

Comm ssi oner La Rosa, you are recogni zed.

COW SSI ONER LA ROSA: Excel | ent. G eat .
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Thank you.

And this goes to the utility. 1In part of
kind of your close there in your final
comments, you nentioned |ine breaks. In the
t wo- and- a- hal f years that your custoner has
owned this system are you aware of any line
breaks that occurred?

MR. DETERDING Yes. Yes. They are --
there are too many |line breaks and boil water
notices that result. There are nore than the
utility should have. And it is a result
primarily of the age of the system and the
i nability, because of the aging val ves that
have passed their useful lives that allow them
to isolate those |ine breaks. There are a
nunber of factors, but nost of them get back to
the age of this system and it's the fact that
had has not been brought up-to-date by the
previ ous owners.

This owner is noving forward with that,
and a lot of it is recognized by the staff that
| believe will help alleviate those issues.

But | agree that there are |ine breaks, and
there are too many. Mbdre than there shoul d be.

COW SSI ONER LA ROSA:  Were those
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breaks -- was the -- was our comm Sssion
notified of those brakes?

MR. DETERDING The |line breaks that are
required to be notified under the rule were
not. The old owner had not been reporting
them and the new owner did not realize that he
needed to be doing that. He has been inforned
that he nust in order to conply with the rule.
And it is ny understanding he is taking
measures to ensure that that is done on a
goi ng-forward basi s.

COWM SSI ONER LA ROSA:  Okay. So if |
understand the first part of that is that -- so
they did not neet the 10-percent threshold
requirenment in the rul e?

MR. DETERDING No. No. Sone of them
did, sonme of the |ine breaks did neet the
10- percent threshold that required notification
to the Comm ssion and were not reported. So we
have gone back and gone back and forth with the
staff about the nunber that have occurred, and
t hey pointed out, you are not conplying with
the rule. And we have -- | have directed the
client, you need to be sure that you, going

forward, are conplying with that requirenment to
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report those.

COW SSI ONER LA ROSA:  Ckay. Madam Chair,
a few nore questions.

CHAI RVAN SM TH:  Yeah. Pl ease.

COW SSI ONER LA ROSA:  Can you maybe shed
alittle bit of |Iight not discussed today
necessarily how many enpl oyees does the conpany
enpl oy to oversee and manage t he day-to-day
operations of the utility?

MR. DETERDI NG To be honest with you, |
don't know. Staff nay even know better than
me, but | think there are sonething |like five
to seven enployees of this conpany. It's a
smal | conpany. |t currently serves about,
dependi ng on how you calculate it, sonewhere
bet ween 800 and 1, 400 custoners.

COW SSI ONER LA ROSA:  Okay. |Is there any
outside help or a third party contracted
service?

MR. DETERDING | believe they have a
contract operations conpany to do the
oper ati ons, yes.

COW SSI ONER LA ROCSA:  Ckay. Madam Chair,
Il will there for now.

CHAI RVAN SM TH:  Ckay.
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1 MR. SELF: Madam Chair, can | just foll ow
2 up one point from Conmm ssioner La Rosa --

3 CHAI RVAN SM TH:  Yes.

4 MR, SELF: -- about the |line breaks?

S Qur request -- | recogni ze the rule says

6 10 percent. Qur request was, given the issue

7 t hat have happened and the vast nunber was to

8 sinply have them report every one, whether they
9 neet the 10-percent threshold or not, just to
10 hel p nonitor the situation and the progress

11 that is or isn't being nmade goi ng forward.

12 That's all. Thank you.

13 COWM SSI ONER LA ROSA:  No. Under st ood.

14 CHAI RVAN SM TH:  Conmi ssi oner C arKk.

15 COW SSI ONER CLARK:  Thank you, Madam

16 Chai r.

17 | have a | ot of questions, and | don't

18 even know which one to ask. This was a pretty
19 conplicated SARC, in ny opinion. | have seen a
20 | ot of these in the |ast eight or nine years,
21 and this is probably one of the nore conpl ex

22 ones in terns of a staff-assisted case. |

23 think I would have just as soon just had a real
24 rate case in this one. | realize there is sone
25 savings for the conpany, but | think that we
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are probably | osing sone of those savings wth
the anount of tinme we are having to spend on
this now.

Just a coupl e observations, is the owner
of the conpany, is he present?

MR. DETERDING |Is he present?

COW SSI ONER CLARK:  Yes.

MR. DETERDING No. No, sir, he is not.

COW SSI ONER CLARK:  Okay. There -- ny
bi ggest concern, | think, has been the quality
of service and the custoner service that has
been received by the custoners. The conti nued
probl ens and issues that are comng up, it
doesn't seem|ike there has been a serious
attenpt at resolving these. They seemto be
just continuing in the sane effort. No real
sol utions or custoner service prograns in place
to mtigate these type of issues from happening
in the future. |In addition to the fact that we
just really aren't seeing that inproved service
overal | .

| just -- a few questions that | have, we
are tal king about the DEP conpliance on the
wast ewat er treatnent plant, and your -- you

I ndi cated that y'all were nmaking inprovenents
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toit. Can you get this plant into conpliance
W t hout this upgrade? How are you getting
there now if you are not al ready doi ng sone of
t he upgrades?

MR. DETERDI NG The nitrogen and
phosphorus standard that is being inposed on us
Is a new standard, it is sonething that we are
required to neet by the end of this year, by --
so Decenber 31, we are required to neet these
new standards. W don't neet themcurrently.
We are not required to neet themcurrently.
That is -- that is the way the new standard is
being inplenmented. It is being inplenmented at
the end of this year, or the end of the permt,
which is sonetinme next spring, year from now.

So it is a new standard that has been
| nposed by DEP. And ny understanding is, is
nost utilities around the state are going to
have to find a way to cone into conpliance with
it as well.

But as far as being able to neet it
Wi t hout the plant inprovenents, there is --
according to our engineer, there is no way.

And | believe DEP agrees wth that, thus they

have issued the permt for these inprovenents.
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COW SSI ONER CLARK: So you nentioned that
you were making sone inprovenents, and that DEP
had, | assune -- | amgoing to use ny own
term-- endorsed what you are doing.

MR. DETERDI NG Yes, sir.

COW SSI ONER CLARK:  So what have you
done? |If you can't neet that standard, what
are you doing that's so good and wonderful ?

MR. DETERDI NG Well, we are upgrading the
quality of treatnent fromthe wastewater
treatnment plant. It requires basically
rebuil ding the entire wastewater treatnent
pl ant .

The current plant is 45 years old, doesn't
cone close to neeting the standards that are
bei ng i nposed of us -- on us as of the end of
the year. The utility has already started on
the first phase of construction of the
facilities, but that is not the big one that's
going to cost $16 million. That's just a snall
portion of that $16 mllion total. So they are
currently under way, but they are a snal
portion of the total cost that is what DEP is
ulti mately approved.

As staff noted in sone of their
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di scussions with us and with DEP, DEP doesn't
tell you what to build. They tell you what the
standard is. W then go to an engi neer who
says, in order to neet this standard, you nust
do thus and such. And we have worked w th our
engineer to cone up with a plan to neet those
standards at the cheapest price we can, and
that's what we are proceeding wth.

We are now under obligation, because DEP
has issued a permt, that says that we wll --
that says we nmust have this done by the end of
t he year.

COWMM SSI ONER CLARK:  And what is the
penalty -- what is the penalty for not com ng
into conpliance with this new standard by the
end of the year?

MR. DETERDING To be honest wth you, |
don't know. They -- they have to either neet
that standard by the end of the year, or the
DEP, as | understand it, wll then force you
into a consent agreenent, which will not only
add to | egal and engineering costs, but wll
al so just arrive at the sane conclusion, is
that we have to neet those standards by the

construction of those facilities. So | don't
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1 think there is any way around it. W have to
2 construct those facilities.

3 COW SSI ONER CLARK: My next questi on,

4 Madam Chai rman, is kind of directed for staff.
S We are |l ooking at -- one of the big concerns,
6 of course, is always the rate inpact to

7 custoners. One of the things that | am nost

8 I nterested in.

9 | | ooked at the proposed rate in terns of
10 no additional plant mnus the $16 nmillion. Do
11 we have any indication of what the rate would
12 be if the plant were included in the revenue
13 requirenments?

14 M5. HUDSON: The rates that will be the
15 | npact fromincluding those was contained in
16 the staff report and -- do you have that?

17 COW SSI ONER CLARK: Can you give ne an
18 approxi mate nunber? | think we were at $43 on
19 a 2,000-gall on wastewater average bill. Can
20 you give ne the conparison to that?

21 M5. HUDSON: We will have to get a copy of
22 the staff report and get those rates for you.
23 COW SSI ONER CLARK: No problem Thank
24 you, Madam Chair.

25 CHAI RMAN SM TH:  Conmi ssi oners?
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Commi ssi oner Payne.

COW SSI ONER PAYNE: Thank you, Chairman.

M. Deterding, you nentioned that you are
working wwth an engineering group. |s there --
so let's back up. This could be a wwn-win or a
| ose-1ose for both sides if we don't nove
forward. W don't want that to happen.

You are working with an engi neering group.
Are they prioritizing the critical needs of
each step of the systemto nmake sure they are
reaching out to hit the first major mlestone
problem are they prioritizing that, or are
they just going willy-nilly? | don't know
anyt hi ng about the engi neering group you have.
But in any engi neering plan, they have to
prioritize the critical needs of the systemto
stop the failures, and stop the | osses, and
stop the line breaks, and stop the boil water
notices, is that occurring?

MR. DETERDING | believe it is,
Comm ssioner. The -- a lot of the things, as |
said, that we have proposed of the staff, are
to assist us in elimnating the |ine breaks, or
at |l east helping us isolate those |ine breaks.

Those are separate and apart fromthe
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wast ewat er when, in fact, the engineering firm
that is dealing wwth the wastewater is totally
separate fromthe engi neers who deal with the
water system | believe it is pretty much a
specialty to deal wth wastewater treatnent
facilities, and, therefore, we have hired an
engi neer who i s an expert in wastewater
treatment to deal with these issues. As far as
what he has done, he is trying to design
sonething that is the nost cost-effective to
neet the requirenents of the DEP.

Now, the utility also will, as it
approaches buil d-out, and we are expecting
significant growh within the system it wl]l
have sufficient capacity in the third phase, |
beli eve, of the three phases of this sewer
pl ant upgrade to neet the needs for the next
five years, but really not beyond that, because
we Wil reach build-out if the growh rate is
at what we expect it to be.

So what he is trying to do is cone into
conpliance, do this in such a way what is the
nost efficient to neet that requirenent and to
be able to neet denmands as they cone for the

next five years.
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1 COW SSI ONER PAYNE:  Fol | ow up.

2 So these are nore along the |ines of

3 coments, and that is | would think with anyone
4 acquiring a utility -- acquiring a utility that
S Is 40 years old, the very first thing they

6 would do is prioritize the nost critical

7 failure conponents in that systemso that they
8 don't occur. | hope that it happened?

9 MR DETERDING | think it is, and just if
10 you |l ook at the staff recommendation, there is
11 a listing of the capital projects, and anobng

12 t hose are hydrant replacenent because they are
13 over 45, 50 years old. Everything in this

14 systemis beyond its useful |ife. The neters
15 are well beyond their useful life. W proposed
16 to put in a new electronic netering system not
17 only because we wll be able to capture the

18 usage, which we honestly believe we had been

19 m ssing a great deal of the usage.

20 As you may have noted in the staff

21 recomendati on, they nade a substanti al

22 adj ustnent to our electric and chem cal costs,
23 a very |arge adjustnent because of |ost water.
24 And we believe a great deal of that |ost water
25 I s because we are -- have neters that are not
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functi oni ng.

So part of this -- one of the -- just as
an exanple, one of the things that we have
I ncluded in our proforma is that staff has
recogni zed, at least in part, is the
repl acenent of all the neters. There is
another itemfor replacenent of val ves
t hroughout this system There are over 100
val ves t hroughout the system W had proposed
to replace 10 a year for the next 10 years to
get themall replaced because they are overdue
to be replaced. They will help us isolate |ine
breaks, so they will inpact fewer custoners
when they do occur. And they will nmake it a
heck of a |lot easier and quicker to be able to
do that, to isolate and repair line breaks. So
that's another itemthat we had proposed, and
the staff, in part, again, has recognized the
need to replace sone of those.

But it just goes on. There are nmany
I tens, and many of which have been recognized
by the staff in their proposal. It's just the
sewer plant that is standing out there as
sonething that we have to do, and if we don't

get it in this rate proceeding and in
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connection fees, then we have got to turn right
around and file another application because we
can't wait. No. 1, DEP won't let us wait, so
we have to nove forward.

COW SSI ONER PAYNE: One | ast comment,

Chai r.

And | have heard over the years that | was
in the Legislature often fromwater utilities
that said, we didn't know. Not knowi ng is not
an excuse. That's not a reason.

MR. DETERDI NG | understand.

COWM SSI ONER PAYNE: So when | aws are
passed and rul es are nade, soneone needs to
make sure they are astute enough and foll ow the
rule and say, hey, at the end of the year when
you're -- when it's due, when DEP is going
to -- pacifying or nove forward, that is not an
excuse to say we didn't know. So soneone needs
to get on board with understanding the rules
and | aws of what is going to inpart problens
Wi th your utility service.

MR. DETERDING Yes, sir. And | believe
that this conpany is noving in the direction to
try and nmake that difference and to get those

t hi ngs addressed. And | have inpressed upon
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them the inportance of making sure we get these
things corrected. Even if the prior owner
didn't do them we have got to do them
especially since we now have a |light shining
very brightly on us because of the need to get
rate relief, so...

COW SSI ONER PAYNE: Thank you.

CHAl RMAN SM TH.  Conm ssi oner Ortega, do
you have any of questions?

COWM SSI ONER ORTEGA:  Thank you.

CHAIRVAN SM TH: | figured you did. You
are recogni zed.

COWM SSI ONER ORTEGA: Thanks, Madam Chair.

| have real concerns about the nmanagenent
of this utility conpany, but | don't want to
nove of f the wastewater treatnent plant, and so
If we could stay there for a mnute, | think
staff has the answer to Conm ssioner Cark's
guesti on.

M5. HUDSON: Ckay. The staff report can
tell you pretty much all of the proforma itens
that they requested. So the average
consunption for the utility is roughly around
3,000 gallons, so the bill would be

approxi mately $239 versus what we are
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recomrendi ng here at average consunption is
about $53.

CHAI RVAN SM TH:  Conm ssi oner Cl ark.

COW SSI ONER CLARK:  Yeah, thank you.

So if we approve the plant, we are | ooking
at rates, wastewater rates that are $239 a
nonth for custoners?

M5. HUDSON: There have been sone
adj ustnents to actual costs, but --

COWM SSI ONER CLARK: W are in the
bal | par k?

M5. HUDSON: -- way above where we are
now, close to the 200 range.

COW SSI ONER CLARK:  Thank you.

COW SSI ONER ORTEGA:  Conmi ssioner, | do
have - -

CHAIl RMAN SM TH.  Yeah.

COW SSI ONER ORTEGA:  Just so | amcl ear,
staff, could you |l et us know why you di d not
i ncl ude the wastewater treatnent plant at this
poi nt ?

M5. RAM REZ- ABUNDEZ: Because the utility
provided us at the tine before we had witten
the recommendati on were from 2024, and they did

mention the draft analysis fromthe engineer,
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so we didn't know if they ended up getting a
full report. They never provided that full
report if that was the case. And there were --
because it was so far out at the begi nning of
2027 at the end of our test year, and after the
24-nmonth test year, staff thought that the
costs were so prelimnary right now for us to
approve all the costs regardi ng the wast ewat er
pl ant.

M5. RAMOS: And just to add on to
everything that A lynee said, staff does not
di spute the DEP requirenent for that wastewater
treatnment plant to neet those BMAP st andards.
We conpletely agree it's there. W just
believe that in this docket, the utility did
not provide sufficient docunentation to support
its request of a $16 mllion plant. W
recei ved docunentation ranking from9 million
to 16 mllion, and that's a big difference.

COW SSI ONER ORTEGA: Thank you. And
that's what | was |looking for. [It's not that
we -- that you guys think that it's not
necessary. |It's obviously required and
necessary, but there is not enough

docunentati on or current docunentation today
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for you guys to have included it, is that
correct?

M5. RAMOS: Absolutely. | nean, we are
not saying no. Staff is not in any way
recommendi ng no on this project. Like | said,
we do recogni ze the DEP requirenent. W are
just recommendi ng not now W recommend the
utility cone back when it has sufficient
docunentation and nore firm plans of exactly
what they plan to do to the plant.

COWM SSI ONER ORTEGA:  Thank you.

MR. DETERDING And if | can just very
briefly address that. | -- | am-- we are nore
than willing to provide the staff wth whatever
they think they need in order to get this plant
recogni zed now in this proceedi ng, because the
alternative is that | turn around in |ess than
a nonth, because | have to, and file for a new
case, which will entail, even if it's just a
limted proceeding, wll entail at |east
$150,000 in additional rate case expense.

That's why | am suggesting that we put
this off for two nonths, get the staff to tell
us what we need. If we need to go get two bids

nore, we have provided one, and, of course,
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t hey have not had the chance to review it in
detail as of today. |If they need us to go get
two nore bids, we can. The point is, is
that -- what we tried to tell themfromthe
begi nning was that we can get a bid, but that
bid is not going to be any good in 30 or 60
days when we will need to actually sign on a
contract. So we have given what we believe are
nunbers, both in an engineering report and in
this latest bid, that are very close to the
actual final nunber.

| don't know, other than providing them
with a couple of bids, what nore could do if we
do file another case. W do know what we have
to bid. W have a permt. W have an
engi neering estimate, a 70-page report talking
about what that is, and that it will be a $16
mllion project. This discussion about $9
mllion projects, and so forth, were years ago.
We have a specific project that will cost $16

mllion, give or take a few hundred thousand

dol | ars.

CHAIRVAN SM TH:  Ckay. | just -- before |
amgoing, | think, we go back to the
Commi ssion, | just want to rem nd the parties,
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1 | need to know who i s speaking so please just

2 try to ook at nme and be recogni zed, because |
3 can't just keep noving ny head around, so a

4 qui ck rem nder.

5 Wth that, Conm ssioners, do we have a

6 followup -- any foll ow up questions?

7 Conmmi ssi oner Ot ega.

8 COW SSI ONER ORTEGA: | amso sorry, | am
9 struggling with this, because you just

10 mentioned that you would want to delay for

11 staff to have an opportunity to |l ook at the

12 docunent ati on --

13 MR. DETERDI NG  Yeah.

14 COW SSI ONER ORTEGA:  -- that you -- | am
15 sorry, let nme finish ny question first.

16 MR. DETERDING | didn't nean to interrupt
17 you. Yes.

18 COW SSI ONER ORTEGA:  Thank you.

19 MR. DETERDING | believe a delay of 60
20 days woul d be good if we can get a -- the staff
21 to tell us what it is they need and us try and
22 get it for themso that we can get --

23 CHAIRVAN SM TH: M. Deterding, if you

24 woul dn't mnd [etting Conm ssioner Otega

25 finish her thought..
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MR. DETERDI NG | apol ogi ze.
CHAIRVAN SMTH:  This is what | nean. |
understand. There is a lot of infornmation, a

| ot of passions going on right now, but to

manage this appropriately, | just need to
know -- | need to have a formal process.
MR. DETERDING | amsorry.

CHAl RMAN SM TH.  Conm ssi oner Ot ega,
pl ease finish your comments.

COW SSI ONER ORTEGA: Thank you, Madam
Chair.

COW SSI ONER PAYNE: Madam Chai r.

CHAI RMAN SM TH:  Yes, Conm ssi oner Payne.

COW SSI ONER PAYNE:  You said 16 mllion
several tinmes, but earlier you said 18 mllion
because of additional costs. Can you clarify
t hat ?

MR. DETERDING Yes. 16.4 mllion was the
nunmber that the engineer originally estinated,
I ncl udi ng conti ngenci es, bondi ng and
engi neering. The whol e package. That was a
year-and-a-half ago. The bid that we recently
got from Marolf, which is a | arge water and
sewer contracting conpany, is 16.17 mllion,

but it does not include engineering and
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1 contingencies. So | threw the nunber that our
2 engi neer gave ne fromhis original report of

3 approximately two mllion for those two itens

4 on top of it, and got to 18. But as | said, in
S the year-and-a-half that has intervened between
6 the original estimate and this, it's about five
7 percent difference adjusting for inflation.

8 COW SSI ONER PAYNE: Thank you.

9 CHAI RVAN SM TH:  Any ot her comrent s?

10 Comm ssi oner La Rosa.

11 COW SSI ONER LA RCSA:  Well, | am ki nd of
12 curious where we are going to go from here,

13 because -- and what | am hearing, right, | am
14 hearing that there is an engi neer cost estimte
15 that was $16.4 million, a bid that was 16.1

16 adjusted by the utility for itens not included.
17 He tal ked about getting additional bids. |

18 would like to see that. | think when staff

19 maybe clarifies what they are | ooking for, |

20 woul d i ke to see what conpetitive bids | ook

21 like. | would also like to consider the profit
22 to the contractor. | think in what you

23 provided us today, if | amnot m staken, was

24 30 percent, right?

25 So |l would like to see what a conpetitive

premierreporting.net
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bid | ooked Ii ke at the end of the day to nake
sure what we are backstopped agai nst real and,
you know, real nunbers for today's cost in
conpari son to maybe where the cost estimte
cane a year-and-a-half ago.

MR. DETERDING Sir, we -- | would -- |
don't know how fast they can give bids, but
they got this one within a week. Now, it was a
favor froma contractor who has worked with the
engi neer before, but we will do whatever we
have to in order to satisfy the staff that we
have got real nunbers for this cost.

W don't want to start over again and
spend the noney to start over again if we can
fix what needs to be fixed in this proceeding.

COW SSI ONER ORTEGA: Can 1 ?

CHAl RMAN SM TH.  Conm ssi oner Ot ega.

COW SSI ONER ORTEGA: Thank you, Madam
Chair. Can | follow up with staff on that for
just a nonent?

So |l would like to hear fromyou guys
about this idea of extending tine, is what | am
hearing the utility say. | ama little weary
that we m ght | ose the nonmentum on sone of the

other proforma projects if we delay a little
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1 bit further. So could |I hear from maybe | egal
2 staff or technical staff, whoever wants to

3 speak on it, about that idea?

4 M5. RAMOS: | think staff would be

S concerned we are pushing up against the

6 statutory deadline for a SARCis comng up, SO
7 extending this additional tine. | nean, staff
8 | ssued a series of data requests throughout

9 this docket to try to peal apart this request,
10 as we do wth all the profornma requests.

11 And with the information provided, | think
12 It's inportant to note too that the wastewater
13 treatnent plant nodification project, it

14 I ncl uded BMAP requirenents from DEP, but also
15 I ncl uded sone plant expansion activities. And
16 so staff, we are not at a point today where we
17 don't know what noney is going to what, and we
18 tried to get that information through data

19 requests, and that's where we are at today with
20 the full amount of the 16 mlIl, | can't sit

21 here today and tell you how nmuch to neet BMAP
22 requi rements versus the other projects the

23 utility was trying to do in coordination.

24 COW SSI ONER ORTEGA:  Followup, if I may?
25 CHAI RVAN SM TH:  Sure.
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COW SSI ONER ORTEGA: That's part of the
frustration, | think, that we are having with
this case is a | ack of comruni cation wth us
adequately the docunentation that we need to be
able to verify and justify and review. That's
a real issue with managenent concerns.

And | don't want to nove off this if you
guys want to talk about it a little bit |onger,
but | do think the quality of service, | agree,
is terrible, and I think that there needs to be
quite a few inprovenents in foll ow ng our
rul es, addressing the custoner concerns that we
have heard and, quite frankly, | would be
| ooki ng at maki ng adjustnents to the salaries
of the owner in this docket.

CHAI RMAN SM TH:  Conmi ssi oner La Rosa.

COW SSI ONER LA ROSA:  Can | piggyback on
that |last comment, on the |ast segnent you
mentioned? This is a question.

So the | ast two-and-a-half years that your
client has operated the utility, how nuch noney
was spent on sal aries and wages of enpl oyees?

MR. DETERDING | don't have that figure
here, to be honest with you, Conmm ssioner.

Premier Reporting

premierreporting.net
(850)894-0828 Reported by: Debbie Krick



55

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COWM SSI ONER LA ROSA: Al right. No
probl em

MR. DETERDING | know that we provided
the staff with sone figures for the President,
the Chief Financial Oficer and then the other
three, four, five, whatever it was, enployees
of the conpany, but | don't have those figures
in front of ne.

COW SSI ONER LA ROSA: Can | ask a
clarification of staff?

How nuch was reported in our -- in the
staff adjustnents, how nuch is being
allocated -- | will just lay out what we

concern is. M concern is that these are all

thi ngs that need to be addressed. | think ny
fell ow Comm ssioners all |aid out great
argunents of concerns. M -- maybe ny biggest

concernis, is there a captain at the wheel ?
It is someone driving the ship?

And it doesn't matter what you do. W can
bring the best utilities designed with NASA
engi neers with the nost, you know, care and
diligence in assenbling them but if no one is
driving the ship, then it doesn't matter. |It's

doomed for destruction.
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So nmy | guess ny question back to staff is
how much was reported by the utility, and then
what is our staff adjustnent? And froma
Commi ssioner's concern of the residents and
custoners who are there today, who is running
their utility? How many actual people are
running their utility?

MR. KELLEY: Good norni ng, Conm ssioner.

In the test year, there was no salary
expenses, but the utility has requested a
prof orma expense of a owner salary of $100, 000
and a accountant salary of 96,000. Although
there is no in-person enpl oyee salaries, there
Is a lot of contracted expenses towards running
the utility.

COW SSI ONER CLARK:  Can | follow up on
t hat ?

So a nonent ago, M. Deterding, you said
there were five enpl oyees, and now we are
hearing no enpl oyees, is that correct?

MR. DETERDING | don't know t he exact
nunber of enployees. | know that when we
worked with staff on a listing of salaries, and
so forth, that we provided themw th a figure

for a President, for the Chi ef Financi al
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Oficer, who is -- who basically does nost of

t he day-to-day stuff, and we had two or three
other field and/or office people, but | think
It's -- that is the total enployees of the
system Then there is a contract operations
conpany, and has been a different one, but

t here have been different contract operations
conpani es who do the day-to-day conpliance
reports for DEP, repairs, and things |ike that.

COW SSI ONER CLARK:  So -- but there are
no actual enployees. |Is the --

MR. DETERDI NG No, there are enpl oyees.
There are enpl oyees of the conpany.

COW SSI ONER LA ROSA:  They are just not
getting paid?

COMM SSI ONER CLARK:  Well, the CEO and --
the owner is the CEQ and the accountant, | am
not sure who that is, are though on-site? Are
they in this location?

THE WTNESS: Yes. Yes. | nean, the
President lives nearby, and the CFO guy is
living in that area as well and is on-site.

COW SSI ONER CLARK: Active day-to-day
managenment or --

MR DETERDING Yes. Yes. Yes, sir.
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1 COWM SSI ONER CLARK:  It's kind of

2 i nteresting that they are not here -- the CEO
3 of the conpany is not here with a request of

4 this nature. To ne, that's a little unusual.

S CHAI RVAN SM TH:  Anyt hi ng el se?

6 COW SSI ONER LA ROSA: | don't know how

7 el se to frane that, so...

8 CHAIRVAN SM TH:  Ckay. | think -- all

9 right. Well, maybe -- so | appreciate we are
10 noving in towards this managerial sort of

11 oversight. | do want to wap up the first part
12 that we were di scussing about, you know, this
13 proposal for the extension, we have a critical
14 date of June 3rd of this year. | nean, | think
15 that -- Ms. Ranps summarized it pretty well, is
16 that there was plenty of tinme for the utility
17 to provide this information.

18 And | believe Ms. Augspurger pointed out
19 earlier there is an opportunity, once the

20 utility does conpile all the requisite

21 i nformation, that they are able to file a

22 limted proceeding, if I amcorrect, and we can
23 go on and carry on fromthere once we have what
24 I S necessary.

25 | nmean, | see on the bottom of page 20,
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the back and forth of staff asking the utility
for the requisite information, and specifically
in response to staff's fifth data request, the
utility explained, Genelefe is not being
required directly by DEP to increase permt
capacity. | just -- we don't -- thisis --
clearly, things are noving very quickly, and |
think we have a statutory tinefranme, and so
that's sort of ny thoughts on there.

As far as we want to kind of wap that up
and then tal k about what the Conm ssion thinks
Is appropriate for any sort of managerial sort
of adjustnents that could potentially be nade
here, you know, | am hearing sone potenti al
proposal s.

Commi ssioner Clark and then Comm ssi oner
Ot ega.

COW SSI ONER CLARK: | just want to ask a
guestion in regard to the statutory tinelines.
Does -- | do understand, if we go to limted
proceeding, there is sone substantial rate case
cost that's going to be involved init. Do the
parties have the right to waive this or are we
bound by this? I|If we wanted to say, okay, we

are going to put a 90-day extension on this,
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because there is no doubt, M. Deterding, you
are comng back with a limted proceedi ng
within 30 days. W are going to deal with it
again. So is it mke alittle nore sense to
just expand this out 90 days, all parties waive
the statutory? | don't know if that's possible
or not.

MR. DETERDING We are certainly willing.

CHAI RMAN SM TH. | would go to our | egal
staff on that question.

M5. HELTON: Yes, Chairman, the utility
can waive the statutory deadline. | would
suggest not waive it to, like, for 90 days, or
to a time certain because of the |lack of
comuni cation sonetines fromthe conpany. W
don't know what they wll provide us and when
they will provide us that information, and
whet her that will be sufficient to act on the
wast ewat er treatnent plant for which they are
aski ng recovery.

MR DETERDING If | may, | nean, | -- |
understand staff wants nore information, but we
need to know what it is they want. Wat they
did is they sent us requests, give us the bids

you have for this. Wll, we didn't have bids
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because bids were sonething that we saw as
sonet hing that needed to be done after we |ined
up the financing and were able to enter into an
agreenent for those bids, because these --
these contractors don't |ike providing detail ed
bi ds that you are not going to enter into.

So what | would hope is that if we can
extend the tinme that we can get sone sort of
clarification of what it is they want from us
as far as justification, because it is very
clear, and staff has stated, that that we have
to do this. W have to do this sewer plant
rebui | d.

So | would hope that if we can do that,
and | sure hope we can as opposed to start over
agai n, because, as | said, we wll have to,
that we can get sone clarification for what
exactly it is they want us to provide.

| think they want us to provide bids now

| think that's clear, and we will go get them
If that's -- if that's the primary thing, we
will get on it starting today.

CHAI RMAN SM TH:  Conmi ssi oner O'tega.
COW SSI ONER ORTEGA: Just one quick. |

am pretty sure we have a rule that outlines the
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fact that we do want three bids, and that is
sonet hing that our Comm ssion staff has asked
for. So note -- thank you for that

Information, and | am happy to take a break if
we need for staff to nmake sure that we know how
to nove forward or nove on.

CHAIRVAN SM TH:  Staff, do you think
that's appropriate to do at this tinme?

M5. RAMOS: Staff asked a series of data
requests where we clearly asked for bids and
other information pertaining to this project.
| think those requests were pretty clear what
we were | ooking for.

But just to clarify here today, we are --
when we eval uate proforma projects in general,
staff | ooks at alternatives. W |ook at the
cost. We look at the tineline. W still have
the active tineline issue here that this is
potentially going to be conpl eted outside that
two-year proforma tinefrane.

| don't believe there is a specific rule
that maybe lists it out |like we wish it would,
but | think from Comm ssion practice, we can
certainly identify sonme things and reflect on

those prior data requests that we have al ready
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sent out to gather the information, if that's
the Comm ssion's discretion to go that way.

MR. BAEZ: Madam Chair.

CHAIRVAN SM TH:  Yes, M. Baez. Thank
you.

MR. BAEZ: | think we would like to accept
your kind offer of a brief tinmeout so that we
can, you know, kind of get our ducks in a row.

CHAIRVAN SM TH:  Ckay. Al right. So
let's see. \Where are we at? W are at 10:47.
How does 11:00 sound? 1Is that enough tine?

MR. BAEZ: Very generous. Thank you.

CHAI RVAN SM TH:  Yes, okay. All right.
So reconvene at 11: 00 a. m

(Brief recess.)

CHAIRVAN SM TH:  Ckay. Well, that was one
of our nost efficient breaks. W are two
m nutes early, but everybody is back in their
spots, so | appreciate that.

Al right. | amjust going to kind of go
ahead and try to wap up at | east where ny
t houghts are here, and then, you know,
obviously to --

At |least just for this one specific area,

ny thoughts are, you know, we have got -- we
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1 have got a statutory tinmefranme here, and | want
2 to respect that to -- and | understand

3 nonitoring is -- you know, staff has been

4 asking the utility, and nmaybe they have the

S I nformation ready, maybe it wll take a little

6 bit nore tinme. | think that we should go as

7 for what we have proposed here in the

8 recomendati on, and then when the utility is

9 ready and has all of the requisite information,
10 they can file what they need with our staff and
11 we can take it up in that -- in a separate

12 proceedi ng.

13 s that anenable to ny fell ow

14 Comm ssioners? | amgetting nods.

15 Al right. So now ! kind of want to just

16 go back to Comm ssioner Ortega, you brought up

17 manageri al concerns you had. | would Iike for

18 you to, you know, expand upon that if you would
19 i ke. You are recognized.

20 COW SSI ONER ORTEGA: Thank you so mnuch

21 for comng back to ne on that.

22 You know, | have a real concern about the

23 | ack of manageri al oversight, activity and just
24 responsi veness to the custoners, responsiveness
25 tous. | think that the [ack of clear
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docunentation in actually addressing the
custoner concerns leaves a gap in our ability
to effectively regulate this utility and
evaluate its performance specifically on the
quality of service.

And | appreciate M. Deterding bringing
the statute, 367.081, because the second
sentence in the second provision says: The
Commi ssion shall consider the value and the
quality of service, and the value | just see is
m ssing for the custoners, the captive existing
custonmers. And | think that there is a real
| ack of transparency and accountability.

And | have | ooked back at sone of the
prior dockets that we have assessed a penalty
once we've found that other conpani es were not
neeting the quality of service that we expect,
and there have been a few that we have reduced
RCE and there have been a few that we have
reduced officer salaries. And | think ny
I nclination, based off our discussion, is not
to reduce the ROE, but really to focus in on
the salaries, and that woul d be, you know,
possi bly a reduction, or an adjustnent of 25

percent to the salaries. And that's kind of
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where | amthinking woul d be an appropriate
al i gnnment of the econom c incentives and the
val ue proposition for these custoners.

Thank you.

CHAI RMAN SM TH:  Thank you, Comm ssi oner
Ot ega.

Are there any -- any follow up thoughts on
that fromthe Comm ssioners?

Comm ssi oner La Rosa.

COW SSI ONER LA ROSA: | certainly don't
agree wth Conm ssioner Ortega's perspective on
that. | may have a question, though, for
staff. Sorry to cut in.

CHAl RMAN SM TH: Ch, yeah. No. Go ahead.

COW SSI ONER LA ROSA: So if we -- the
staff salary, right, that's being recomended,
or being adjusted by our staff, is that also
the owner that's earning on the RCE or the
equity side that's being submtted, or being
accunul ated here, or accounted for here in this
docket ?

MR KELLEY: Yes, it is.

COW SSI ONER LA ROCSA: Al right. So in
essence, when we are suggesting -- Conmm ssi oner

Ortega is suggesting, and, again, | agree wth,

Premier Reporting

premierreporting.net
(850)894-0828 Reported by: Debbie Krick



67

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

reduci ng that nunber, but that person is
also -- we are tal king about the sane person --
Is also receiving on ROE, correct?

MR, KELLEY: Yes.

COW SSI ONER LA ROSA:  Ckay. | don't know
that this fully addresses ny concern. | still
feel like there is not a captain at the wheel,
frankly. | see that there is |lots of
contractual services. | appreciate that. But
there is still an organizer, right. And if
t hose services existed previous, it seens |ike
t hey' ve conpletely m ssed conplying with our
rules, failure to notifying the Comm ssion of
service interruptions, failure to maintain
accurate conplaint records, failure to tinely
respond to conplaints. You know, in all these
services that are being rendered, no one is
overseei ng the reqgul atory aspect of it, which
I's our job to address.

So in all honesty, | don't know that there
shoul d be any sal ary given, because | do
believe that -- unless that is brought in to a
specific person that maybe the utility can
explain to us today that there is going to be a

physi cal person that it's going to be their job
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to operate, | just don't feel like there is
clarity today on that -- on that segnent, so
that's nmy thoughts and perspective of where |
amsitting today.

CHAI RMAN SM TH. | guess | shoul d probably
go -- M. Deterding, do you have a response to
t hose sort of --

MR. DETERDING Al | can say is | believe
t hat the managenent, the President and the
Chief Qperating Oficer are trying their best
to conply with the Comm ssion's requirenents.
They have April taken over a systemin pretty
bad shape that has a | ot of issues, and they
have been trying to put out a fire here and a
fire there and | earning as they go about
Commi ssi on requirenents.

| understand ignorance of the lawis no
excuse. And certainly, | have tried to inpress
upon themthe need to do these things, but I
believe that they are trying to bring this
conpany up to speed both from an operati onal
and froma facility standpoint so that it wl|l
be a good utility noving forward.

| recognize that there are issues, but for

a conpany this size, | think they should be
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given sone leeway to try and get those things
i n order over tinme. They have been dealing
wWth this case for the |ast year, which has
been pretty intense, as you m ght i nagine,
since as we -- | think we all agree, it's
probably the nost conplicated staff-assisted
case | have certainly ever seen.

So | know that they have nove for
| nprovenent. There is no doubt about that.
And | have tried to inpress upon themthe need
to get the systens in place that will all ow
that, and | believe they understand.

COW SSI ONER LA ROSA:  Can | comment on
t hat ?

CHAl RMVAN SM TH.  Sure.

COW SSI ONER LA ROSA: | get that, and |
understand and | really respect the position
that they are in. There was a point brought
up -- and let nme just -- let ne just rew nd
here for a second.

You nentioned that this is kind of an
extraordinary circunstance. | would just for
the record comment that | agree it's
extraordinary. | question whether this should

have been a SARC to begin wth. | think
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Commi ssioner Clark opened with a simlar
statenent. And | just think that this is

uni que and maybe outside of the ordinary maybe
what SARCs were originally intended for, but
that's not -- that's not necessarily what we
are up for debate here today.

There was -- there is a recommendation in
Issue 1. | think M. Self certainly suggested
three areas in which we could -- or that the
utility could report back to. | actually very
much agree with those. | would like to see a
nodi fication to Issue 1 that would al so include
soneone fromthe Conm ssion, a representative
fromthe Conmi ssion to be at the neeting in
which we are asking the utility to conduct.

| would Iike to have a conti nual
reporting, as suggested by M. Self, to happen

every quarter to include the projects that may

be -- that are spelled out here, and also to
identify any line breaks. | think this is a
smal | enough systemthat we know that. | think

our rule was probably nore framed for |arger
utilities, but nmaybe I amwong on that, but at
the end of the day, this is a small system |

think that the residents are inpacted pretty --
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pretty dramatically. | think all |ine breaks
shoul d be included in that reporting.

So that's -- that's the nodification |
would i ke to see to Issue 1 specifically.

Comm ssioner Ortega has al so suggested a
reduction. | would back up that reduction -- |
t hi nk she nentioned 25 percent. So | would go
to that point, 25 percent, if the reports are
also included. | amwlling go to add one nore
el ement to the report. | amsorry, staff, |
know you are witing things down.

As there is managerial changes, | would
like that to be included in the reports. So
whet her that be a new manager that's brought
on, a physical enployee that's nmanagi ng the
operations of the system or a nmjor
contractual service. So if you hire a utility
managenent conpany to nanage a | arge segment,
whet her it be the water, the wastewater, the
whol e thi nki ng, however, that also to be
I ncluded in the reports.

| think that there needs to be

transparency to its custoners. | know we heard
froma custoner today. | know that there is
addi tional custonmer -- or discussion or
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testinony within the docket. | think at

mni mum we could provide that. | think at the
end of the day, we will | ook back at a two-year
period, hopefully there will be nore -- there

wi Il be better confidence built fromthe
utility toits custoner, and we can be tal king
a very different story hopefully two years down
t he road.

That's kind of ny position. So certainly
nodi fying I ssue 1 and nodi fying the wages and
sal ari es.

MR IMG Chairman Smth?

CHAI RVAN SM TH:  Yes.

MR IMG | have a point of
clarification. There is separate salaries for
wat er and wastewater, and the quality of
servi ce i ssues have only been on the water
side. So if we are talking reduction for
salaries, would it be the water or both water
and wastewater? |It's a question fromstaff.

COW SSI ONER LA RCSA:  So | woul d say
reduction on both ends. | would certainly want
to, you know, allow Comm ssioner Otega,

t hrough the Chair, to opine if that's any

di fferent.
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CHAI RMAN SM TH:  Conmi ssi oner O'tega?
COWM SSI ONER ORTEGA: | agree.
CHAI RMVAN SM TH:  Ckay. Well, with that

poi nt, Conm ssioner La Rosa, it does -- that
sort of sounds like a notion. |Is that -- could
we -- | nean, you have so el oquently

encapsul ated everything that we --

COWM SSI ONER LA ROSA:  Well, | don't about
el oquently, but -- and | did bounce around a
little bit. | don't want to -- | don't want to

pull fromny any other Comm ssioners if there
Is anything else that's thought of. That's ny
perspective, and if we are okay with it, then
that's a notion to adjust staff's
recommendati on accordingly, as just previously
di scussed.

CHAIRVAN SM TH:  And | woul d probably

add -- before we -- | agree -- | amgoing to
just say | agree with you guys. | would add,
just to give -- this is, you know,

admnistrative authority to staff to nake those
necessary fallout -- or adjustnents that are
needed for the fallout issues because we are
maki ng these nonetary adj ustnents.

Yes, Ms. Helton?
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M5. HELTON: Thank you, Madam Chai r man.

One other point that | can think that it
woul d be hel pful if y'all would address is
whet her to cl ose the docket or keep the docket
I n a nonitoring phase. Mybe that m ght be the
best, so that we can accept the reports and
actively nonitoring what is happening.

CHAI RVAN SM TH:  Conmi ssi oner La Rosa, can
we get that added to your to keep the docket --

COW SSI ONER LA RCSA: | agree, let's --
let's not close the docket and keep it in, as
staff just nentioned, in a nonitoring phase.

CHAIRVAN SM TH: Do we need -- Ms. Helton,
do we need a tine? M. Self proposed two
years. Do we need a termlimt on that?

M5. HELTON: Well, | guess that brings up
another matter. For how | ong would you I|ike
the quarterly reports? So maybe if we nake it
two years, nonitor for two years, and at that
point in time, hopefully we will have
sufficient information to, if we think that
It -- sonmething -- sone further actions should
take place, then staff can cone back to you,
but at the end of the two-year period, right

now t he docket woul d be cl osed.
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COMM SSI ONER LA ROSA:  Unl ess ot herw se
nodi fi ed by the Conm ssion?

M5. HELTON: Well, if -- during the
nmonitoring period, if we discover sone action
that we think the Comm ssion should take, we
woul d bring that back to you for further
action.

COW SSI ONER LA ROSA:  (Okay. Agreed, two
years.

CHAIRVAN SM TH: Ckay. So is that --
that's a -- that is one giant notion that --
have we gotten it down, or has staff got it all
down?

COW SSI ONER PAYNE: |s that one notion or
two?

CHAIRVAN SMTH: | think that's one -- we
are taking one notion on Issue 1, yeah, for
t hose adjustnents as proposed by Conm ssioner
La Rosa.

Yes, Conm ssioner Otega.

COWM SSI ONER ORTEGA: Thank you. | just
want ed to make sure he included the oral
nodi fication as well.

CHAIRVAN SM TH:  Yeah, | guess | --

COW SSI ONER LA ROSA:  Great, oral
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1 nodi fi cati on obviously given the staff prior

2 to.

3 M5. HELTON: Ch, yes, and with respected
4 to the refund, is that --

S CHAI RVAN SM TH:  Yeah, we haven't -- | am
6 sorry.

7 M5. HELTON: We need to take action on

8 that as well.

9 CHAIRMAN SM TH. | don't think we got

10 there yet. | think we are just taking up |Issue
11 1. So, yeah, we are just doing. W are just
12 voting on Issue 1. It's already a little bit
13 conplicated, so | just want to keep it a little
14 clean, so we will get there in a second.

15 Ckay. So we have a notion. |s there a
16 second on that notion?

17 COW SSI ONER CLARK:  Second.

18 CHAIRVAN SM TH: A notion and a second.

19 Al in favor say aye.

20 (Chorus of ayes.)

21 CHAIl RMAN SM TH:  Opposed?

22 (No response.)

23 CHAI RVAN SM TH. See that the record

24 reflects the anendnents as proposed by

25 Commi ssioner La Rosa for |ssue 1.
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Al right. Let's go ahead and now we can
nove -- | nean, we have kind of touched upon
ot her stuff. Conm ssioners, do you have any
specific things throughout the other issues
that we can get to the oral nodifications, are
there any other specific issues? No. Seeing
none.

Ckay. So I will just -- maybe I will go
to staff right now just to kind of explain new
| ssue 16, and then we wll take that up wth
the rest of the issues.

MR. KELLEY: Garrett Kelley wth
Accounti ng division.

| ssue 16 is the wastewater interimrefund.
We approved the interimrefund | ast year in
March, and our new -- or that interimrefund is
greater than the revenue requirenent for the
interimcollection period. The interimrevenue
requi renment granted for water was | ess than
staff's cal culation, thus, no refund for water
I s recommended, but a refund for wastewater
interim revenues collected under interimrates
woul d be 14.7 percent, or about $83, 000.

CHAIl RMAN SM TH:  Thank you.

Il will just say | really appreciate Public
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Counsel for bringing this to our staff's
attention. This is -- it was obviously just a
m nor oversight, but that you are all really
managi ng on your side very neticulously, so

appreciate all the work that you did there, so

t hank you.
| guess with that, we can -- this is |Issue
2 through -- because we are keeping the docket

open, so Issue 2 through Issue 16, is that
correct? |Is there a notion on that?

COW SSI ONER CLARK: Move to approve staff
reconmendat i on.

COWMM SSI ONER PAYNE: | will second.

CHAl RMAN SM TH: Ckay. W have a notion
and a second.

Al those in favor say aye.

(Chorus of ayes.)

CHAI RMAN SM TH:  Opposed?

(No response.)

CHAIRVAN SM TH: Al right. See that
staff's recommendati on i s adopted as proposed
for Issues 2 through 16.

Are there any other things that we need to
address for this itenf

Staff.
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MR. FUTRELL: Chairman Smith, just to be
clear, we have -- again, with what you said on
| ssue 1, also these other issues you disposed
of that staff has authority to reflect the
adj ustnents the Conm ssion has made in these
ot her issues and nmake --

CHAIRMAN SM TH.  Yes. Right. O course.

All the fallout fromlIssue 1 that will hit --
that will affect the issues -- the renaining
| Ssues.

MR. FUTRELL: Thank you.

CHAIRVAN SM TH:  Ckay. So seeing no other
busi ness, this Agenda Conference is adjourned.
Thank you.

MR. SELF: Thank you, Conm ssioners.

(Agenda item concl uded.)
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 01                 P R O C E E D I N G S

 02            CHAIRMAN SMITH:  I will give everyone a

 03       second to get situated and we will move into

 04       Item No. 3.

 05            Ms. Ramirez-Abundez, I believe you are

 06       presenting the item this morning.  You are

 07       recognized whenever you are ready.

 08            MS. RAMIREZ-ABUNDEZ:  Good morning,

 09       Commissioners.  I am Ailynee Ramirez-Abundez

 10       with the Division of Engineering.

 11            Item No. 3 is staff's recommendation

 12       regarding the application for a staff-assisted

 13       rate case by the NC Real Estate Projects, LLC,

 14       doing business as Grenelefe Utility.

 15            Grenelefe is a Class B water and

 16       wastewater utility in Polk County serving

 17       approximately 1,400 customers.  The utility's

 18       last rate case was in 2011, and a customer

 19       meeting was held on September 15th, 2025, and

 20       20 customers provided comments.  Approximately

 21       211 comments have been filed in this docket as

 22       of January 27th, 2026, and the majority of

 23       these comments express concerns with the rate

 24       increase and the water service not being

 25       reliable enough to justify such an increase.

�0003

 01            As shown in Schedule 4A of staff's

 02       recommendation, the monthly bill using current

 03       rates for a residential water customer would

 04       increase from $14.31 to $57.24.  As shown in

 05       Schedule 4B, a wastewater customer would see a

 06       current monthly bill increase from $15.84 to

 07       $43.91.

 08            The Office of Public Counsel filed four

 09       observation letters in this docket.  Staff

 10       reviewed and agrees with the proposed

 11       adjustments contained in the fourth letter,

 12       which results in a total revenue requirement

 13       increase of $65 for water and a decrease of 619

 14       for wastewater.  Staff requests administrative

 15       authority to reflect these charges in the final

 16       revenue requirement.

 17            In addition, staff provided oral you a

 18       modification which added Issue 16 to address

 19       the refund of the interim revenues.

 20            The utility and some customers would like

 21       to address the Commission today regarding this

 22       docket.  Staff and the Office of Public Counsel

 23       are available for questions.

 24            CHAIRMAN SMITH:  Thank you.

 25            So as Ms. Ramirez-Abundez said, we do have

�0004

 01       a few customers and representative customers

 02       that would like to -- wish to address the

 03       Commission.  My understanding is that,

 04       Mr. Self, you are here appearing on behalf of

 05       two customers that were approved to appear

 06       remotely, is that correct?

 07            MR. SELF:  Originally, they were, yes.  In

 08       general, I have been retained by the Grenelefe

 09       Country Homeowners' Association, or HOA to keep

 10       it simple for us.

 11            CHAIRMAN SMITH:  Oh, perfect.  Okay.  So

 12       would you -- I will let you proceed first,

 13       given that you are representing all of them.

 14       You know, obviously feel free to include all

 15       the comments that you need, but if we can

 16       attempt to keep it to five minutes or so, that

 17       would be wonderful, but you are recognized

 18       whenever you are ready.

 19            MR. SELF:  Thank you, Madam Chair.  I

 20       appreciate it very much.

 21            Commissioners, good morning.  For the

 22       record, I am Floyd Self of the Berger Singerman

 23       law firm on behalf of Grenelefe Country

 24       Homeowners' Association, which is just one of

 25       the groups of homeowners within the larger

�0005

 01       utility customer base.  I have three brief

 02       things that I would like to discuss with you

 03       this morning.

 04            First is the rates.  As you can

 05       appreciate, the homeowners are not at all happy

 06       with the rates as proposed by the utility.

 07       That said, they are also not very happy with

 08       the rates as proposed by the staff.  However,

 09       after reading the recommendation and seeing the

 10       adjustments and other considerations that the

 11       staff has taken, we are not going to protest or

 12       object an order that would approve those rates

 13       that are in the staff recommendation.

 14            Principally, we are not going to do it

 15       because we think there are some important

 16       improvements and other changes that are

 17       contemplated by the recommendation which, if

 18       adopted, long-term would address a lot of the

 19       concerns of the customers, which takes me to my

 20       second point, which is the quality of service.

 21            My clients believe the quality of the

 22       service is terrible.  The staff recommendation

 23       documents a number of issues within the service

 24       that's been provided over the last few years,

 25       but I would like to make three recommendations

�0006

 01       to you to elaborate on some of the points that

 02       have been made in the staff recommendation.

 03            First, the staff is proposing that there

 04       be a customer meeting in three months.  Great

 05       idea and we completely support that.  However,

 06       we would like for your order to be specific and

 07       say that the customer meeting -- that for that

 08       customer meeting the utility should report on

 09       all of the projects and timelines and progress

 10       with respect -- that's been made to that point

 11       for those projects so that there will be some

 12       greater accountability and transparency with

 13       the customers.

 14            We think that having that kind of detailed

 15       agenda which if the order more generally

 16       indicates that, and then perhaps the staff can

 17       work with the utility as well as the customers,

 18       perhaps, to develop a specific agenda for that

 19       meeting.

 20            Second -- the second recommendation that

 21       we have is there are a number of projects, I

 22       think it's Issue 4 that list a number of

 23       improvements that are to be made.  We certainly

 24       support those improvements, but what we would

 25       like to ask for it is that the utility be

�0007

 01       required to make quarterly reports of all of

 02       those projects, as well as the progress on

 03       each, and that you keep the docket open for two

 04       years, and that they file those reports in the

 05       docket so that customers can have access to

 06       those reports and that information, and so that

 07       they can see what's happening.

 08            As I think the staff recommendation

 09       references, there's certainly been some

 10       communication problem issues certainly between

 11       customers and the utility, and we think that if

 12       you require these quarterly reports, and if you

 13       have them filed in the docket, customers will

 14       have access to it.  If the utility has a

 15       website, they can file them there as well.  But

 16       I think also if they are here in the docket

 17       file, you will be able to also, and the staff,

 18       more comprehensively monitor the progress

 19       that's being made on each of these things.

 20            The customer that I represent are not

 21       about punishment today.  We do have grave

 22       concerns with respect to the quality of service

 23       issues.  But today, we are more focused on

 24       accountability and improvements and

 25       communication and transparency.  And we think

�0008

 01       that by keeping the docket open for two years,

 02       having these quarterly reports will go a long

 03       way towards helping that.

 04            That takes me to my third point, which is

 05       the specific problem of line breakage and boil

 06       water notices.  The staff recommendation

 07       discusses a number of those.  One is too many.

 08       The number that we've had has been way in

 09       excess of that.  What we would like to

 10       recommend and request that you require is that

 11       whenever there has been any break and boil

 12       water notice, even if it only affects one

 13       customer, that the utility timely report that

 14       to the Commission, and once it's been resolved,

 15       that they timely report the resolution of that

 16       to the Commission.

 17            This is a big and ongoing and persistent

 18       problem that we've had, and we think that if

 19       you require those timely reports of any

 20       breakages, that that will also help the

 21       accountability and transparency problem.  I

 22       believe your rule does not specify even for one

 23       customer that you report those, but we would

 24       propose that the utility continue to make a

 25       report of any breakage and boil water notice

�0009

 01       until they have gone at least one year without

 02       any such boil water notices.

 03            That's the three specific things that we

 04       would like to see you include in the PAA order.

 05            The last thing that I would like to raise

 06       with you pertains to non-potable irrigation

 07       water.  I am not asking for you to do anything

 08       specific today, but I do want to at least

 09       brief -- very briefly inform you that there is

 10       within my clients' community a non-potable

 11       irrigation water system that has, since 1977,

 12       been used to irrigate the common areas that the

 13       HOA owns.  Approximately two years ago, the

 14       utility shut off that service, and there has

 15       been a dispute between the association and the

 16       utility regarding that service.

 17            Like I said, I am not asking for a

 18       resolution of that today -- oh, I wanted to

 19       also add, excuse me, that there are apparently

 20       some homeowners who also take irrigation water

 21       off of that system, off that non-potable

 22       irrigation system, such that when the utility

 23       shut off that system, those customers also lost

 24       irrigation water through that system.

 25            I would like an opportunity after the
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 01       Agenda to talk to Mr. Deterding.  When I called

 02       him yesterday to let him know that I would be

 03       appearing here today, I told him that I would

 04       like to talk to him about some issues.  I have

 05       some ideas for, perhaps, how the utility and

 06       the association can work together to resolve

 07       those issues, and I would like an opportunity

 08       to do that, but I just at least wanted to sort

 09       of put a placeholder here for you today so that

 10       you would be aware that there is that issue out

 11       there.

 12            I noticed, from looking at some of the

 13       past documentation, there were specific

 14       non-potable water irrigation rates that the

 15       utility had.  Again, I am not proposing

 16       anything specific for you today, but just

 17       wanted to inform you that there is this issue

 18       that hopefully we can work out, but if not, as

 19       appropriate, the utility or my clients may come

 20       back to you on that issue.

 21            And that's the extent of my comments.  I

 22       am happy to answer your questions.

 23            CHAIRMAN SMITH:  Thank you, Mr. Self.

 24            If you don't mind, I think next we will

 25       go -- I do believe we have a customer who is

�0011

 01       present who also wants to give comments.

 02            Mr. Edelkopf, you are recognized if you

 03       would like to come to the podium and whenever

 04       you are ready, you are recognized to present

 05       your comments.  Thank you for being here.

 06            MR. EDELKOPF:  Good morning, Chairman

 07       Smith and Commissioners.  My name is Yossi

 08       Edelkopf.  I am a customer of Grenelefe

 09       Utility, and I serve as the President of

 10       Grenelefe Condos, which is a 781-apartment

 11       condominium.

 12            I want to be clear from the outset, this

 13       is not an opposition to the required

 14       infrastructure investment.  We understand that

 15       regulatory upgrades are necessary and that

 16       these improvements must be funded.  Our concern

 17       is about how this funding is obtained and who

 18       is bearing the risk.

 19            When the current owner of the utility

 20       company acquired the utility, he provided a

 21       sworn assurance to this commission that he

 22       would secure the necessary funding to maintain

 23       the system's stability.  The purpose of those

 24       assurances was to give the Commission

 25       confidence that the system could meet its
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 01       obligations without exposing existing customers

 02       to sudden or speculative financial harm.

 03            Respectfully, an assurance to secure

 04       funding cannot reasonably mean simply reserving

 05       the ability to raise rates on captive customers

 06       after-the-fact.  If that were the case, the

 07       affidavit would provide no protection to the

 08       customers, or anyone at all.  The clear intent

 09       of it was to demonstrate that the utility could

 10       remain stable without transferring development

 11       driven or execution risk onto existing

 12       customers who have no ability to exit the

 13       monopoly service.

 14            Since that acquisition, customers have

 15       experienced repeated service disruptions, boil

 16       waters -- boil water notices, line failures and

 17       basic maintenance lapses.  At the same time,

 18       filings on this docket reflect changing scopes,

 19       shifting cost representations and unresolved

 20       operational controls.  That combination raises

 21       a fundamental concern for existing customers

 22       for a utility that has struggled to reliably

 23       manage day-to-day operations is prepared to

 24       responsibly execute and account for a major

 25       capital program, and whether current customers
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 01       should be asked to absorb that risk.

 02            We are not asking the Commission to delay

 03       necessary upgrades.  We are asking the

 04       Commission to enforce the spirit of prior

 05       representations made -- that were made to

 06       obtain these approvals, exercise caution in

 07       allocating risk and ensure that existing

 08       customers are not involuntarily financing

 09       development related expansion or managerial

 10       shortcomings.

 11            And if the Commission ultimately

 12       determines that additional funding mechanisms

 13       are necessary, would he respectfully submit

 14       that those costs should follow future growth

 15       and new development not be imposed on existing

 16       customers who received no corresponding benefit

 17       and have no ability to exit this monopoly

 18       service.

 19            Respectfully, we believe the appropriate

 20       path forward is continued oversight, clear cost

 21       allocation tied to growth, and protection of

 22       existing customers until confidence in

 23       governance, execution and accountability is

 24       restored.

 25            Thank you for your time and consideration.
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 01            CHAIRMAN SMITH:  Thank you, sir.  Thank

 02       you for being here and making the drive up.  We

 03       appreciate your comments.

 04            MR. EDELKOPF:  Thank you.

 05            CHAIRMAN SMITH:  So thank you for both

 06       that perspective.  I think we will probably go

 07       to the utility next.

 08            Mr. Deterding, given the, you know, what

 09       we have heard from the customers, try to

 10       encapsulate your comments into about as much

 11       time as Mr. Self had.  So I think he had around

 12       10 minutes or so.

 13            MR. DETERDING:  Well, Madam Chairman, I

 14       have A -- as I told the staff what I -- what I

 15       wanted to address, the issues that I wanted to

 16       address will take me approximately 15 minutes.

 17            CHAIRMAN SMITH:  All right.  Well, why

 18       don't you go ahead, and we will see where we go

 19       from there, but, please, you are recognized.

 20            MR. DETERDING:  And I will address the

 21       issues raised by the customers at least after I

 22       address what I believe is the most important

 23       issue in this proceeding, which has not been

 24       brought up thus far, so...

 25            My client filed an application -- well,
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 01       first of all, I am F. Marshall Deterding.  I am

 02       here on behalf of Grenelefe Utility.

 03            My client filed an application for a

 04       staff-assisted rate case approximately a year

 05       ago.  They have operated this system for

 06       two-and-a-half years before that, and the

 07       system is well over 40 years old and in

 08       substantial need of upgrades to its water and

 09       wastewater facilities, but most importantly,

 10       it's under a directive from DEP to make

 11       upgrades to its wastewater treatment plant

 12       system by the end of this year.

 13            Those treatment plant upgrades will cost

 14       the utility over $16 million.  All this while

 15       having the lowest rates of any regulated water

 16       and sewer utility in the state, and no

 17       connection fees as of the date of this

 18       application, which complicates our situation

 19       here today so much more.

 20            The staff, to their credit, have expended

 21       a great deal of time on this probably most

 22       complicated staff-assisted rate case I have

 23       ever seen.  They have gone through all of the

 24       information that was provided and the proformas

 25       that have been proposed by the utility in order

�0016

 01       to address a lot of these concerns raised by

 02       the customers, and the utility has begun

 03       expending those funds already.

 04            However, on the key area related to that

 05       wastewater treatment plant, the staff has

 06       proposed and recommended that none of the costs

 07       of that new wastewater treatment plant be

 08       included in either rate setting or connection

 09       fee.  I want to address each of those

 10       exclusions separately.

 11            First as to the exclusion from rates.

 12       Staff doesn't state a specific reason why they

 13       have recommended exclusion of those wastewater

 14       treatment plant costs from rate setting, but

 15       they do point to several factors within the

 16       staff recommendation leading to their

 17       conclusion.  The first is the -- relates to the

 18       nitrogen and phosphorus removal standards which

 19       are the direct cause of the wastewater

 20       treatment plant improvements required by DEP.

 21       I refer to those as the BMAP standards for

 22       brevity.

 23            In recent correspondence from mid-January,

 24       just a few weeks ago, the DEP and PSC staff had

 25       exchanged correspondence wherein the DEP staff
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 01       stated, quote, "Grenelefe appears to be

 02       trending toward BMAP compliance even in the

 03       absence of construction related modifications

 04       to the facilities."

 05            Now, I cannot help but believe that this

 06       comment from the DEP staff, at least in part,

 07       led to the PSC believing that the substantial

 08       facilities upgrades proposed by the utility and

 09       permitted and required by the DEP may not

 10       necessarily all be required.  However, those

 11       statements by DEP from two weeks ago are

 12       incorrect.

 13            We, at the utility, were not advised of

 14       this exchange, and I became aware of it last

 15       week while looking at the on-line docket

 16       filings.  When I provided it to our design

 17       engineer, he immediately stated that the BMAP

 18       standard referenced by DEP was incorrect.  He

 19       immediately contacted DEP official who had made

 20       those statements, and the DEP staff member has

 21       now informed both the utility and the PSC

 22       staff, as I understand it, late last week that

 23       her statements were incorrect, and that the

 24       BMAP standard as expressed therein and even in

 25       the utility's permit were incorrect and would
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 01       be immediately corrected.

 02            As the engineer -- our engineer notes, the

 03       utility may have been trending toward this

 04       erroneous standard, but there is no way without

 05       the permitted improvements that Grenelefe's

 06       treatment plant can meet the actual required

 07       standard.  I have a copy of the table from the

 08       BMAP standards if you want to see it, but I

 09       believe the staff would agree that those

 10       statements made by DEP were incorrect.

 11            In any case, the second comment made by

 12       the staff in their recommendation for the --

 13       related to denial of those improvements is that

 14       they would not be completed until sometime in

 15       2027.  The test year in this case ended

 16       10/31/24.  And the staff notes that under

 17       367.081, quote, "the Commission shall consider

 18       utility property to be constructed within a

 19       reasonable time in the future not to exceed 24

 20       months after the end of the historic base year

 21       unless a longer period of time is approved by

 22       the Commission."

 23            So at least in part, it appears as though

 24       the staff is saying that the wastewater

 25       treatment plant improvements required by DEP
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 01       should not be included in rates because their

 02       required completion date is a couple months

 03       after the end of that 24-month period.  But

 04       this position ignores the phrase after the

 05       24-month reference, which says:  Unless a

 06       longer period is approved by the Commission.

 07       Which gives the Commission discretion to go

 08       beyond the 24 months in cases where

 09       appropriate.  And I cannot think of a more

 10       appropriate case where we have a DEP

 11       requirement to complete those facilities right

 12       after the end of that 24-month period.

 13            Even more important in reading the statute

 14       is the paragraph that follows three --

 15       approximately three paragraphs later, quote,

 16       "notwithstanding the provisions of this

 17       paragraph, the Commission shall approve rates

 18       for which allow a utility to recover from

 19       customers the full amount of environmental

 20       compliance costs."

 21            It then defines environmental compliance

 22       costs as, quote, "all reasonable expenses and a

 23       fair return on any imprudent investment

 24       incurred by a utility in complying with

 25       requirements or conditions contained in any
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 01       permitting, enforcement or similar decisions of

 02       DEP."

 03            This is clearly an environmental

 04       compliance cost under that definition.  And one

 05       of the two things I provided to you is

 06       highlighted provisions of the statute with that

 07       language and a letter from our engineer

 08       basically saying this is clearly an

 09       environmental compliance cost.

 10            Finally, the staff in their recommendation

 11       not to include these costs, discusses the fact

 12       that the utility did not provide a firm bid for

 13       construction but only the engineer's detailed

 14       report and estimate of cost.  He provided a

 15       60-, 70-page report.  The staff seems to

 16       believe that this lack of a firm bid is another

 17       basis for exclusion of the cost for rate

 18       setting.

 19            The utility has advised staff repeatedly

 20       that obtaining financing for the improvements

 21       is a major prerequisite to getting the project

 22       fully under contract.  We, therefore, find

 23       ourselves in a bit of a chicken and egg

 24       situation.  The utility will have to -- have

 25       great difficultly getting financing for these
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 01       required improvements until it gets rates and

 02       connection fees to show the bank as a basis for

 03       repayment.  Failure to get such recognition by

 04       the Commission in rates and connection fees not

 05       only raises the cost of borrowing, even if we

 06       could get it, but it calls into question our

 07       ability to get financing and to meet our

 08       obligations with DEP.

 09            In addition, any bids that a contractor is

 10       willing to supply for such a large project will

 11       be valid for only 40 to 60 days, which is an

 12       industry standard, thereby defeating the

 13       staff's purpose in demanding bids in the first

 14       place.  We cannot possibly sign onto a contract

 15       bid without financing or rates in effect to

 16       cover the investment.

 17            However, after seeing the staff

 18       recommendation, the consulting engineer was

 19       able to get with one of the contracts

 20       contractors he has worked with in the past on

 21       similar projects who has provided a cost plus

 22       bid, which is one of the items included in your

 23       handout.  As you can see, it is for a total of

 24       $16,000,124 -- $16,124,167 before engineering

 25       and contingencies.
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 01            Since those figures were approximately $2

 02       million in the engineer's original estimate,

 03       that brings us to $18,124,000, roughly, which

 04       is approximately five percent higher than the

 05       engineer's original estimate from a

 06       year-and-a-half ago adjusted for inflation.  So

 07       that suggests that the engineer's estimate and

 08       the bid are both pretty accurate estimates of

 09       what the total cost will be.

 10            Based on all of this, the cost for the

 11       required treatment plant improvements should be

 12       included in rate setting because they are

 13       necessary and part of an environmental

 14       compliance cost order, which clearly should be

 15       considered in rate setting under the statute.

 16            The second issue I want to address is the

 17       exclusion of the same wastewater treatment

 18       plant project from connection fees, and I want

 19       to only briefly address this.

 20            Most of the comments I provided so far for

 21       why this should be included in rate setting

 22       also apply to why it should be included in

 23       calculating connection fees.  But they have --

 24       there is no statement in the staff

 25       recommendation as to why they have been
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 01       excluded from the calculation of connection

 02       fees.  In fact, there are not the statutory

 03       restrictions on a time period or environmental

 04       compliance cost, et cetera, in the statute or

 05       rules relative to what can be considered in

 06       calculating connection fees.  In fact, the

 07       Commission routinely includes estimates of

 08       future plant costs in the calculation of

 09       authorized connection fees based solely on less

 10       detailed conceptual estimates than we have

 11       already provided.  The Commission does so in

 12       every original certificate case.

 13            Secondly, as I noted to you when we

 14       discussed the connection fees six months ago

 15       for interim, the utility has proposed

 16       connection fees that are very close to the

 17       average for the other eight water and

 18       wastewater providers in the area.  The staff

 19       proposed connection fees are, at best,

 20       one-fifth of that average.  And that is in the

 21       last attachment to the materials I handed out,

 22       that comparison.  This is exactly the same as

 23       what I provided you six months ago, only with

 24       the addition of the staff's lower proposal at

 25       the end.
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 01            We also take exception to the staff's

 02       method for calculating the proposed connection

 03       fee in that they have started with what they

 04       called design capacity for both water and

 05       wastewater that is not only far above what this

 06       utility can ever serve, but also far above what

 07       can be considered as truly capacity of either

 08       system.  Their interpretation of the rule

 09       effectively makes it so there is no way this

 10       utility could ever achieve a 25-percent

 11       contribution level even at build-out, much less

 12       75 percent contribution level.

 13            Just as an example, they note in their

 14       workpapers that there are potentially 12,000

 15       connections to the water system.  Well, the

 16       utility currently has 1,400, about one-tenth

 17       that number, and build-out of their existing

 18       service territory is 800 more.  So the staff

 19       has a capacity number that is at least five

 20       times what the capacity is of this system at

 21       build-out.

 22            Their interpretation would -- to -- to --

 23       their recommendation not to include the cost of

 24       the DEP required improvements in both rates and

 25       connection fees is contrary to the statute, in
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 01       my opinion, and at best, is a devastating

 02       proposal that will put this utility in extreme

 03       danger of being unable to comply with DEP

 04       requirements that are imposed by its permit in

 05       less than a year.

 06            At best, accepting the staff proposal will

 07       make the utility have to immediately turn

 08       around as soon as this case is voted out and

 09       file for either a limited proceeding or some

 10       sort of rate relief and service availability

 11       relief next month.

 12            I, therefore, request that the Commission

 13       reject this portion of the staff recommendation

 14       and direct staff to go back and include the

 15       requirement -- required improvements in rate

 16       setting and in the calculation of connection

 17       fees, and to properly adjust the calculations

 18       of design capacity to reflect what this

 19       utility's true capacity at build-out is of its

 20       service territory, rather than some theoretical

 21       capacity that has no basis in realty for this

 22       utility, and, as such turns the intent of the

 23       service availability rule on its head to the

 24       detriment of the ratepayer.

 25            At a minimum, I urge you to delay action
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 01       on this case today for now, and direct the

 02       staff to go back and correct these items and

 03       bring this back to you in a couple of months.

 04            Now, as to the comments from the customer

 05       groups.

 06            CHAIRMAN SMITH:  Mr. Deterding, I just --

 07       if you can do those pretty concisely.

 08            MR. DETERDING:  I will do them very

 09       quickly.

 10            Mr. Self's concerns with meeting in three

 11       months and require an update on the projects, I

 12       certainly see no problem with that.  We

 13       certainly intend to do that as part of this,

 14       what is already required by the staff

 15       recommendation.

 16            As to quarterly reports on all projects,

 17       well, yeah, I mean, I guess we can do that as

 18       well.  Keeping the docket open for two years

 19       would be the most extraordinary measure I have

 20       ever seen this commission take with a

 21       staff-assisted rate case, but, I mean, if that

 22       is what you want, we could do that.  I

 23       certainly don't want to because it adds to

 24       costs.

 25            As far as requiring reports on every line
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 01       break, the rule already provides that if

 02       10 percent of the customers are affected, we

 03       have got to notify the Commission, and we are

 04       working to get into compliance with this.  This

 05       is a small system, and the prior owners had let

 06       it deteriorate to such an extent that we are,

 07       as you can see, having to make substantial

 08       improvements in addition to the DEP required

 09       improvements.

 10            As far as the customer who spoke, the

 11       owner of the utility agreed that he would get

 12       financing for whatever improvements were

 13       required, and that is what he is attempting to

 14       do.  I understand the frustration because, as I

 15       said, we are going from the lowest rates in the

 16       state to rates that not only require us, or

 17       allow us to try and address some of these

 18       customer concerns, but then on top of that, we

 19       have this huge mandate from DEP.

 20            So I understand the frustration from the

 21       customers, but we are trying to get the

 22       funding, and what -- the biggest thing standing

 23       in our way right now is having rates and

 24       service availability charges that don't

 25       recognize the huge investment that the utility
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 01       has to make.

 02            Thank you very much.

 03            CHAIRMAN SMITH:  Thank you, Mr. Deterding.

 04            Commissioners, if it's okay, I think what

 05       I would like to do next is go to staff, there

 06       was a lot of comments there, and have your

 07       response.  Specifically I would really look

 08       with respect to that wastewater treatment

 09       plant, Mr. Deterding stated that the DEP is

 10       requiring those improvements by the end of the

 11       year, so I just would like in your responses to

 12       everything general to also comment on that.

 13       And then we'll definitely -- I am sure that my

 14       fellow Commissioners have many questionings

 15       questions and comments to be made.

 16            MS. RAMIREZ-ABUNDEZ:  Yes, from the DEP

 17       permit, that's what DEP stated that they would

 18       start monitoring when the plant went in

 19       service, so that -- and that would be at the

 20       beginning of 2027 if the timeline is correct.

 21            CHAIRMAN SMITH:  Ms. Augspurger.

 22            MS. AUGSBURGER:  Good morning, Chairman

 23       Smith.

 24            With regard to the information presented

 25       by attorney Deterding this morning, we would

�0029

 01       just say, to the extent it raises new issues

 02       and references new information that staff has

 03       not yet had an opportunity to review, then

 04       certainly that request would be premature.  And

 05       based on what staff has placed in its

 06       recommendation, they would stand by that.  To

 07       the extent that there is something new that

 08       would need to be considered, then certainly,

 09       there is nothing preventing this from being

 10       raised in a limited proceeding.

 11            DEP is going to be modifying its permit,

 12       and the permit is to Grenelefe.  So I think

 13       really staff would need to see what those final

 14       revisions would be.

 15            Two, there is information supplied by

 16       attorney Deterding different reports which were

 17       just stated a couple days ago that certainly

 18       staff hasn't had an opportunity to review.

 19            Thank you.

 20            CHAIRMAN SMITH:  Thank you.

 21            All right.  Commissioners, do you have any

 22       questions for either staff, the utility or

 23       myself?

 24            Commissioner La Rosa, you are recognized.

 25            COMMISSIONER LA ROSA:  Excellent.  Great.
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 01       Thank you.

 02            And this goes to the utility.  In part of

 03       kind of your close there in your final

 04       comments, you mentioned line breaks.  In the

 05       two-and-a-half years that your customer has

 06       owned this system, are you aware of any line

 07       breaks that occurred?

 08            MR. DETERDING:  Yes.  Yes.  They are --

 09       there are too many line breaks and boil water

 10       notices that result.  There are more than the

 11       utility should have.  And it is a result

 12       primarily of the age of the system and the

 13       inability, because of the aging valves that

 14       have passed their useful lives that allow them

 15       to isolate those line breaks.  There are a

 16       number of factors, but most of them get back to

 17       the age of this system, and it's the fact that

 18       had has not been brought up-to-date by the

 19       previous owners.

 20            This owner is moving forward with that,

 21       and a lot of it is recognized by the staff that

 22       I believe will help alleviate those issues.

 23       But I agree that there are line breaks, and

 24       there are too many.  More than there should be.

 25            COMMISSIONER LA ROSA:  Were those
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 01       breaks -- was the -- was our commission

 02       notified of those brakes?

 03            MR. DETERDING:  The line breaks that are

 04       required to be notified under the rule were

 05       not.  The old owner had not been reporting

 06       them, and the new owner did not realize that he

 07       needed to be doing that.  He has been informed

 08       that he must in order to comply with the rule.

 09       And it is my understanding he is taking

 10       measures to ensure that that is done on a

 11       going-forward basis.

 12            COMMISSIONER LA ROSA:  Okay.  So if I

 13       understand the first part of that is that -- so

 14       they did not meet the 10-percent threshold

 15       requirement in the rule?

 16            MR. DETERDING:  No.  No.  Some of them

 17       did, some of the line breaks did meet the

 18       10-percent threshold that required notification

 19       to the Commission and were not reported.  So we

 20       have gone back and gone back and forth with the

 21       staff about the number that have occurred, and

 22       they pointed out, you are not complying with

 23       the rule.  And we have -- I have directed the

 24       client, you need to be sure that you, going

 25       forward, are complying with that requirement to
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 01       report those.

 02            COMMISSIONER LA ROSA:  Okay.  Madam Chair,

 03       a few more questions.

 04            CHAIRMAN SMITH:  Yeah.  Please.

 05            COMMISSIONER LA ROSA:  Can you maybe shed

 06       a little bit of light not discussed today

 07       necessarily how many employees does the company

 08       employ to oversee and manage the day-to-day

 09       operations of the utility?

 10            MR. DETERDING:  To be honest with you, I

 11       don't know.  Staff may even know better than

 12       me, but I think there are something like five

 13       to seven employees of this company.  It's a

 14       small company.  It currently serves about,

 15       depending on how you calculate it, somewhere

 16       between 800 and 1,400 customers.

 17            COMMISSIONER LA ROSA:  Okay.  Is there any

 18       outside help or a third party contracted

 19       service?

 20            MR. DETERDING:  I believe they have a

 21       contract operations company to do the

 22       operations, yes.

 23            COMMISSIONER LA ROSA:  Okay.  Madam Chair,

 24       I will there for now.

 25            CHAIRMAN SMITH:  Okay.
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 01            MR. SELF:  Madam Chair, can I just follow

 02       up one point from Commissioner La Rosa --

 03            CHAIRMAN SMITH:  Yes.

 04            MR. SELF:  -- about the line breaks?

 05            Our request -- I recognize the rule says

 06       10 percent.  Our request was, given the issue

 07       that have happened and the vast number was to

 08       simply have them report every one, whether they

 09       meet the 10-percent threshold or not, just to

 10       help monitor the situation and the progress

 11       that is or isn't being made going forward.

 12       That's all.  Thank you.

 13            COMMISSIONER LA ROSA:  No.  Understood.

 14            CHAIRMAN SMITH:  Commissioner Clark.

 15            COMMISSIONER CLARK:  Thank you, Madam

 16       Chair.

 17            I have a lot of questions, and I don't

 18       even know which one to ask.  This was a pretty

 19       complicated SARC, in my opinion.  I have seen a

 20       lot of these in the last eight or nine years,

 21       and this is probably one of the more complex

 22       ones in terms of a staff-assisted case.  I

 23       think I would have just as soon just had a real

 24       rate case in this one.  I realize there is some

 25       savings for the company, but I think that we

�0034

 01       are probably losing some of those savings with

 02       the amount of time we are having to spend on

 03       this now.

 04            Just a couple observations, is the owner

 05       of the company, is he present?

 06            MR. DETERDING:  Is he present?

 07            COMMISSIONER CLARK:  Yes.

 08            MR. DETERDING:  No.  No, sir, he is not.

 09            COMMISSIONER CLARK:  Okay.  There -- my

 10       biggest concern, I think, has been the quality

 11       of service and the customer service that has

 12       been received by the customers.  The continued

 13       problems and issues that are coming up, it

 14       doesn't seem like there has been a serious

 15       attempt at resolving these.  They seem to be

 16       just continuing in the same effort.  No real

 17       solutions or customer service programs in place

 18       to mitigate these type of issues from happening

 19       in the future.  In addition to the fact that we

 20       just really aren't seeing that improved service

 21       overall.

 22            I just -- a few questions that I have, we

 23       are talking about the DEP compliance on the

 24       wastewater treatment plant, and your -- you

 25       indicated that y'all were making improvements
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 01       to it.  Can you get this plant into compliance

 02       without this upgrade?  How are you getting

 03       there now if you are not already doing some of

 04       the upgrades?

 05            MR. DETERDING:  The nitrogen and

 06       phosphorus standard that is being imposed on us

 07       is a new standard, it is something that we are

 08       required to meet by the end of this year, by --

 09       so December 31, we are required to meet these

 10       new standards.  We don't meet them currently.

 11       We are not required to meet them currently.

 12       That is -- that is the way the new standard is

 13       being implemented.  It is being implemented at

 14       the end of this year, or the end of the permit,

 15       which is sometime next spring, year from now.

 16            So it is a new standard that has been

 17       imposed by DEP.  And my understanding is, is

 18       most utilities around the state are going to

 19       have to find a way to come into compliance with

 20       it as well.

 21            But as far as being able to meet it

 22       without the plant improvements, there is --

 23       according to our engineer, there is no way.

 24       And I believe DEP agrees with that, thus they

 25       have issued the permit for these improvements.
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 01            COMMISSIONER CLARK:  So you mentioned that

 02       you were making some improvements, and that DEP

 03       had, I assume -- I am going to use my own

 04       term -- endorsed what you are doing.

 05            MR. DETERDING:  Yes, sir.

 06            COMMISSIONER CLARK:  So what have you

 07       done?  If you can't meet that standard, what

 08       are you doing that's so good and wonderful?

 09            MR. DETERDING:  Well, we are upgrading the

 10       quality of treatment from the wastewater

 11       treatment plant.  It requires basically

 12       rebuilding the entire wastewater treatment

 13       plant.

 14            The current plant is 45 years old, doesn't

 15       come close to meeting the standards that are

 16       being imposed of us -- on us as of the end of

 17       the year.  The utility has already started on

 18       the first phase of construction of the

 19       facilities, but that is not the big one that's

 20       going to cost $16 million.  That's just a small

 21       portion of that $16 million total.  So they are

 22       currently under way, but they are a small

 23       portion of the total cost that is what DEP is

 24       ultimately approved.

 25            As staff noted in some of their
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 01       discussions with us and with DEP, DEP doesn't

 02       tell you what to build.  They tell you what the

 03       standard is.  We then go to an engineer who

 04       says, in order to meet this standard, you must

 05       do thus and such.  And we have worked with our

 06       engineer to come up with a plan to meet those

 07       standards at the cheapest price we can, and

 08       that's what we are proceeding with.

 09            We are now under obligation, because DEP

 10       has issued a permit, that says that we will --

 11       that says we must have this done by the end of

 12       the year.

 13            COMMISSIONER CLARK:  And what is the

 14       penalty -- what is the penalty for not coming

 15       into compliance with this new standard by the

 16       end of the year?

 17            MR. DETERDING:  To be honest with you, I

 18       don't know.  They -- they have to either meet

 19       that standard by the end of the year, or the

 20       DEP, as I understand it, will then force you

 21       into a consent agreement, which will not only

 22       add to legal and engineering costs, but will

 23       also just arrive at the same conclusion, is

 24       that we have to meet those standards by the

 25       construction of those facilities.  So I don't
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 01       think there is any way around it.  We have to

 02       construct those facilities.

 03            COMMISSIONER CLARK:  My next question,

 04       Madam Chairman, is kind of directed for staff.

 05       We are looking at -- one of the big concerns,

 06       of course, is always the rate impact to

 07       customers.  One of the things that I am most

 08       interested in.

 09            I looked at the proposed rate in terms of

 10       no additional plant minus the $16 million.  Do

 11       we have any indication of what the rate would

 12       be if the plant were included in the revenue

 13       requirements?

 14            MS. HUDSON:  The rates that will be the

 15       impact from including those was contained in

 16       the staff report and -- do you have that?

 17            COMMISSIONER CLARK:  Can you give me an

 18       approximate number?  I think we were at $43 on

 19       a 2,000-gallon wastewater average bill.  Can

 20       you give me the comparison to that?

 21            MS. HUDSON:  We will have to get a copy of

 22       the staff report and get those rates for you.

 23            COMMISSIONER CLARK:  No problem.  Thank

 24       you, Madam Chair.

 25            CHAIRMAN SMITH:  Commissioners?
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 01            Commissioner Payne.

 02            COMMISSIONER PAYNE:  Thank you, Chairman.

 03            Mr. Deterding, you mentioned that you are

 04       working with an engineering group.  Is there --

 05       so let's back up.  This could be a win-win or a

 06       lose-lose for both sides if we don't move

 07       forward.  We don't want that to happen.

 08            You are working with an engineering group.

 09       Are they prioritizing the critical needs of

 10       each step of the system to make sure they are

 11       reaching out to hit the first major milestone

 12       problem, are they prioritizing that, or are

 13       they just going willy-nilly?  I don't know

 14       anything about the engineering group you have.

 15       But in any engineering plan, they have to

 16       prioritize the critical needs of the system to

 17       stop the failures, and stop the losses, and

 18       stop the line breaks, and stop the boil water

 19       notices, is that occurring?

 20            MR. DETERDING:  I believe it is,

 21       Commissioner.  The -- a lot of the things, as I

 22       said, that we have proposed of the staff, are

 23       to assist us in eliminating the line breaks, or

 24       at least helping us isolate those line breaks.

 25       Those are separate and apart from the
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 01       wastewater when, in fact, the engineering firm

 02       that is dealing with the wastewater is totally

 03       separate from the engineers who deal with the

 04       water system.  I believe it is pretty much a

 05       specialty to deal with wastewater treatment

 06       facilities, and, therefore, we have hired an

 07       engineer who is an expert in wastewater

 08       treatment to deal with these issues.  As far as

 09       what he has done, he is trying to design

 10       something that is the most cost-effective to

 11       meet the requirements of the DEP.

 12            Now, the utility also will, as it

 13       approaches build-out, and we are expecting

 14       significant growth within the system, it will

 15       have sufficient capacity in the third phase, I

 16       believe, of the three phases of this sewer

 17       plant upgrade to meet the needs for the next

 18       five years, but really not beyond that, because

 19       we will reach build-out if the growth rate is

 20       at what we expect it to be.

 21            So what he is trying to do is come into

 22       compliance, do this in such a way what is the

 23       most efficient to meet that requirement and to

 24       be able to meet demands as they come for the

 25       next five years.
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 01            COMMISSIONER PAYNE:  Follow-up.

 02            So these are more along the lines of

 03       comments, and that is I would think with anyone

 04       acquiring a utility -- acquiring a utility that

 05       is 40 years old, the very first thing they

 06       would do is prioritize the most critical

 07       failure components in that system so that they

 08       don't occur.  I hope that it happened?

 09            MR. DETERDING:  I think it is, and just if

 10       you look at the staff recommendation, there is

 11       a listing of the capital projects, and among

 12       those are hydrant replacement because they are

 13       over 45, 50 years old.  Everything in this

 14       system is beyond its useful life.  The meters

 15       are well beyond their useful life.  We proposed

 16       to put in a new electronic metering system not

 17       only because we will be able to capture the

 18       usage, which we honestly believe we had been

 19       missing a great deal of the usage.

 20            As you may have noted in the staff

 21       recommendation, they made a substantial

 22       adjustment to our electric and chemical costs,

 23       a very large adjustment because of lost water.

 24       And we believe a great deal of that lost water

 25       is because we are -- have meters that are not
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 01       functioning.

 02            So part of this -- one of the -- just as

 03       an example, one of the things that we have

 04       included in our proforma is that staff has

 05       recognized, at least in part, is the

 06       replacement of all the meters.  There is

 07       another item for replacement of valves

 08       throughout this system.  There are over 100

 09       valves throughout the system.  We had proposed

 10       to replace 10 a year for the next 10 years to

 11       get them all replaced because they are overdue

 12       to be replaced.  They will help us isolate line

 13       breaks, so they will impact fewer customers

 14       when they do occur.  And they will make it a

 15       heck of a lot easier and quicker to be able to

 16       do that, to isolate and repair line breaks.  So

 17       that's another item that we had proposed, and

 18       the staff, in part, again, has recognized the

 19       need to replace some of those.

 20            But it just goes on.  There are many

 21       items, and many of which have been recognized

 22       by the staff in their proposal.  It's just the

 23       sewer plant that is standing out there as

 24       something that we have to do, and if we don't

 25       get it in this rate proceeding and in
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 01       connection fees, then we have got to turn right

 02       around and file another application because we

 03       can't wait.  No. 1, DEP won't let us wait, so

 04       we have to move forward.

 05            COMMISSIONER PAYNE:  One last comment,

 06       Chair.

 07            And I have heard over the years that I was

 08       in the Legislature often from water utilities

 09       that said, we didn't know.  Not knowing is not

 10       an excuse.  That's not a reason.

 11            MR. DETERDING:  I understand.

 12            COMMISSIONER PAYNE:  So when laws are

 13       passed and rules are made, someone needs to

 14       make sure they are astute enough and follow the

 15       rule and say, hey, at the end of the year when

 16       you're -- when it's due, when DEP is going

 17       to -- pacifying or move forward, that is not an

 18       excuse to say we didn't know.  So someone needs

 19       to get on board with understanding the rules

 20       and laws of what is going to impart problems

 21       with your utility service.

 22            MR. DETERDING:  Yes, sir.  And I believe

 23       that this company is moving in the direction to

 24       try and make that difference and to get those

 25       things addressed.  And I have impressed upon

�0044

 01       them the importance of making sure we get these

 02       things corrected.  Even if the prior owner

 03       didn't do them, we have got to do them,

 04       especially since we now have a light shining

 05       very brightly on us because of the need to get

 06       rate relief, so...

 07            COMMISSIONER PAYNE:  Thank you.

 08            CHAIRMAN SMITH:  Commissioner Ortega, do

 09       you have any of questions?

 10            COMMISSIONER ORTEGA:  Thank you.

 11            CHAIRMAN SMITH:  I figured you did.  You

 12       are recognized.

 13            COMMISSIONER ORTEGA:  Thanks, Madam Chair.

 14            I have real concerns about the management

 15       of this utility company, but I don't want to

 16       move off the wastewater treatment plant, and so

 17       if we could stay there for a minute, I think

 18       staff has the answer to Commissioner Clark's

 19       question.

 20            MS. HUDSON:  Okay.  The staff report can

 21       tell you pretty much all of the proforma items

 22       that they requested.  So the average

 23       consumption for the utility is roughly around

 24       3,000 gallons, so the bill would be

 25       approximately $239 versus what we are
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 01       recommending here at average consumption is

 02       about $53.

 03            CHAIRMAN SMITH:  Commissioner Clark.

 04            COMMISSIONER CLARK:  Yeah, thank you.

 05            So if we approve the plant, we are looking

 06       at rates, wastewater rates that are $239 a

 07       month for customers?

 08            MS. HUDSON:  There have been some

 09       adjustments to actual costs, but --

 10            COMMISSIONER CLARK:  We are in the

 11       ballpark?

 12            MS. HUDSON:  -- way above where we are

 13       now, close to the 200 range.

 14            COMMISSIONER CLARK:  Thank you.

 15            COMMISSIONER ORTEGA:  Commissioner, I do

 16       have --

 17            CHAIRMAN SMITH:  Yeah.

 18            COMMISSIONER ORTEGA:  Just so I am clear,

 19       staff, could you let us know why you did not

 20       include the wastewater treatment plant at this

 21       point?

 22            MS. RAMIREZ-ABUNDEZ:  Because the utility

 23       provided us at the time before we had written

 24       the recommendation were from 2024, and they did

 25       mention the draft analysis from the engineer,
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 01       so we didn't know if they ended up getting a

 02       full report.  They never provided that full

 03       report if that was the case.  And there were --

 04       because it was so far out at the beginning of

 05       2027 at the end of our test year, and after the

 06       24-month test year, staff thought that the

 07       costs were so preliminary right now for us to

 08       approve all the costs regarding the wastewater

 09       plant.

 10            MS. RAMOS:  And just to add on to

 11       everything that Ailynee said, staff does not

 12       dispute the DEP requirement for that wastewater

 13       treatment plant to meet those BMAP standards.

 14       We completely agree it's there.  We just

 15       believe that in this docket, the utility did

 16       not provide sufficient documentation to support

 17       its request of a $16 million plant.  We

 18       received documentation ranking from 9 million

 19       to 16 million, and that's a big difference.

 20            COMMISSIONER ORTEGA:  Thank you.  And

 21       that's what I was looking for.  It's not that

 22       we -- that you guys think that it's not

 23       necessary.  It's obviously required and

 24       necessary, but there is not enough

 25       documentation or current documentation today
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 01       for you guys to have included it, is that

 02       correct?

 03            MS. RAMOS:  Absolutely.  I mean, we are

 04       not saying no.  Staff is not in any way

 05       recommending no on this project.  Like I said,

 06       we do recognize the DEP requirement.  We are

 07       just recommending not now.  We recommend the

 08       utility come back when it has sufficient

 09       documentation and more firm plans of exactly

 10       what they plan to do to the plant.

 11            COMMISSIONER ORTEGA:  Thank you.

 12            MR. DETERDING:  And if I can just very

 13       briefly address that.  I -- I am -- we are more

 14       than willing to provide the staff with whatever

 15       they think they need in order to get this plant

 16       recognized now in this proceeding, because the

 17       alternative is that I turn around in less than

 18       a month, because I have to, and file for a new

 19       case, which will entail, even if it's just a

 20       limited proceeding, will entail at least

 21       $150,000 in additional rate case expense.

 22            That's why I am suggesting that we put

 23       this off for two months, get the staff to tell

 24       us what we need.  If we need to go get two bids

 25       more, we have provided one, and, of course,
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 01       they have not had the chance to review it in

 02       detail as of today.  If they need us to go get

 03       two more bids, we can.  The point is, is

 04       that -- what we tried to tell them from the

 05       beginning was that we can get a bid, but that

 06       bid is not going to be any good in 30 or 60

 07       days when we will need to actually sign on a

 08       contract.  So we have given what we believe are

 09       numbers, both in an engineering report and in

 10       this latest bid, that are very close to the

 11       actual final number.

 12            I don't know, other than providing them

 13       with a couple of bids, what more could do if we

 14       do file another case.  We do know what we have

 15       to bid.  We have a permit.  We have an

 16       engineering estimate, a 70-page report talking

 17       about what that is, and that it will be a $16

 18       million project.  This discussion about $9

 19       million projects, and so forth, were years ago.

 20       We have a specific project that will cost $16

 21       million, give or take a few hundred thousand

 22       dollars.

 23            CHAIRMAN SMITH:  Okay.  I just -- before I

 24       am going, I think, we go back to the

 25       Commission, I just want to remind the parties,
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 01       I need to know who is speaking so please just

 02       try to look at me and be recognized, because I

 03       can't just keep moving my head around, so a

 04       quick reminder.

 05            With that, Commissioners, do we have a

 06       follow-up -- any follow-up questions?

 07            Commissioner Ortega.

 08            COMMISSIONER ORTEGA:  I am so sorry, I am

 09       struggling with this, because you just

 10       mentioned that you would want to delay for

 11       staff to have an opportunity to look at the

 12       documentation --

 13            MR. DETERDING:  Yeah.

 14            COMMISSIONER ORTEGA:  -- that you -- I am

 15       sorry, let me finish my question first.

 16            MR. DETERDING:  I didn't mean to interrupt

 17       you.  Yes.

 18            COMMISSIONER ORTEGA:  Thank you.

 19            MR. DETERDING:  I believe a delay of 60

 20       days would be good if we can get a -- the staff

 21       to tell us what it is they need and us try and

 22       get it for them so that we can get --

 23            CHAIRMAN SMITH:  Mr. Deterding, if you

 24       wouldn't mind letting Commissioner Ortega

 25       finish her thought..
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 01            MR. DETERDING:  I apologize.

 02            CHAIRMAN SMITH:  This is what I mean.  I

 03       understand.  There is a lot of information, a

 04       lot of passions going on right now, but to

 05       manage this appropriately, I just need to

 06       know -- I need to have a formal process.

 07            MR. DETERDING:  I am sorry.

 08            CHAIRMAN SMITH:  Commissioner Ortega,

 09       please finish your comments.

 10            COMMISSIONER ORTEGA:  Thank you, Madam

 11       Chair.

 12            COMMISSIONER PAYNE:  Madam Chair.

 13            CHAIRMAN SMITH:  Yes, Commissioner Payne.

 14            COMMISSIONER PAYNE:  You said 16 million

 15       several times, but earlier you said 18 million

 16       because of additional costs.  Can you clarify

 17       that?

 18            MR. DETERDING:  Yes.  16.4 million was the

 19       number that the engineer originally estimated,

 20       including contingencies, bonding and

 21       engineering.  The whole package.  That was a

 22       year-and-a-half ago.  The bid that we recently

 23       got from Marolf, which is a large water and

 24       sewer contracting company, is 16.17 million,

 25       but it does not include engineering and
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 01       contingencies.  So I threw the number that our

 02       engineer gave me from his original report of

 03       approximately two million for those two items

 04       on top of it, and got to 18.  But as I said, in

 05       the year-and-a-half that has intervened between

 06       the original estimate and this, it's about five

 07       percent difference adjusting for inflation.

 08            COMMISSIONER PAYNE:  Thank you.

 09            CHAIRMAN SMITH:  Any other comments?

 10            Commissioner La Rosa.

 11            COMMISSIONER LA ROSA:  Well, I am kind of

 12       curious where we are going to go from here,

 13       because -- and what I am hearing, right, I am

 14       hearing that there is an engineer cost estimate

 15       that was $16.4 million, a bid that was 16.1

 16       adjusted by the utility for items not included.

 17       He talked about getting additional bids.  I

 18       would like to see that.  I think when staff

 19       maybe clarifies what they are looking for, I

 20       would like to see what competitive bids look

 21       like.  I would also like to consider the profit

 22       to the contractor.  I think in what you

 23       provided us today, if I am not mistaken, was

 24       30 percent, right?

 25            So I would like to see what a competitive
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 01       bid looked like at the end of the day to make

 02       sure what we are backstopped against real and,

 03       you know, real numbers for today's cost in

 04       comparison to maybe where the cost estimate

 05       came a year-and-a-half ago.

 06            MR. DETERDING:  Sir, we -- I would -- I

 07       don't know how fast they can give bids, but

 08       they got this one within a week.  Now, it was a

 09       favor from a contractor who has worked with the

 10       engineer before, but we will do whatever we

 11       have to in order to satisfy the staff that we

 12       have got real numbers for this cost.

 13            We don't want to start over again and

 14       spend the money to start over again if we can

 15       fix what needs to be fixed in this proceeding.

 16            COMMISSIONER ORTEGA:  Can I?

 17            CHAIRMAN SMITH:  Commissioner Ortega.

 18            COMMISSIONER ORTEGA:  Thank you, Madam

 19       Chair.  Can I follow up with staff on that for

 20       just a moment?

 21            So I would like to hear from you guys

 22       about this idea of extending time, is what I am

 23       hearing the utility say.  I am a little weary

 24       that we might lose the momentum on some of the

 25       other proforma projects if we delay a little
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 01       bit further.  So could I hear from maybe legal

 02       staff or technical staff, whoever wants to

 03       speak on it, about that idea?

 04            MS. RAMOS:  I think staff would be

 05       concerned we are pushing up against the

 06       statutory deadline for a SARC is coming up, so

 07       extending this additional time.  I mean, staff

 08       issued a series of data requests throughout

 09       this docket to try to peal apart this request,

 10       as we do with all the proforma requests.

 11            And with the information provided, I think

 12       it's important to note too that the wastewater

 13       treatment plant modification project, it

 14       included BMAP requirements from DEP, but also

 15       included some plant expansion activities.  And

 16       so staff, we are not at a point today where we

 17       don't know what money is going to what, and we

 18       tried to get that information through data

 19       requests, and that's where we are at today with

 20       the full amount of the 16 mill, I can't sit

 21       here today and tell you how much to meet BMAP

 22       requirements versus the other projects the

 23       utility was trying to do in coordination.

 24            COMMISSIONER ORTEGA:  Follow-up, if I may?

 25            CHAIRMAN SMITH:  Sure.
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 01            COMMISSIONER ORTEGA:  That's part of the

 02       frustration, I think, that we are having with

 03       this case is a lack of communication with us

 04       adequately the documentation that we need to be

 05       able to verify and justify and review.  That's

 06       a real issue with management concerns.

 07            And I don't want to move off this if you

 08       guys want to talk about it a little bit longer,

 09       but I do think the quality of service, I agree,

 10       is terrible, and I think that there needs to be

 11       quite a few improvements in following our

 12       rules, addressing the customer concerns that we

 13       have heard and, quite frankly, I would be

 14       looking at making adjustments to the salaries

 15       of the owner in this docket.

 16            CHAIRMAN SMITH:  Commissioner La Rosa.

 17            COMMISSIONER LA ROSA:  Can I piggyback on

 18       that last comment, on the last segment you

 19       mentioned?  This is a question.

 20            So the last two-and-a-half years that your

 21       client has operated the utility, how much money

 22       was spent on salaries and wages of employees?

 23            MR. DETERDING:  I don't have that figure

 24       here, to be honest with you, Commissioner.

 25       I --
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 01            COMMISSIONER LA ROSA:  All right.  No

 02       problem.

 03            MR. DETERDING:  I know that we provided

 04       the staff with some figures for the President,

 05       the Chief Financial Officer and then the other

 06       three, four, five, whatever it was, employees

 07       of the company, but I don't have those figures

 08       in front of me.

 09            COMMISSIONER LA ROSA:  Can I ask a

 10       clarification of staff?

 11            How much was reported in our -- in the

 12       staff adjustments, how much is being

 13       allocated -- I will just lay out what we

 14       concern is.  My concern is that these are all

 15       things that need to be addressed.  I think my

 16       fellow Commissioners all laid out great

 17       arguments of concerns.  My -- maybe my biggest

 18       concern is, is there a captain at the wheel?

 19       It is someone driving the ship?

 20            And it doesn't matter what you do.  We can

 21       bring the best utilities designed with NASA

 22       engineers with the most, you know, care and

 23       diligence in assembling them, but if no one is

 24       driving the ship, then it doesn't matter.  It's

 25       doomed for destruction.
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 01            So my I guess my question back to staff is

 02       how much was reported by the utility, and then

 03       what is our staff adjustment?  And from a

 04       Commissioner's concern of the residents and

 05       customers who are there today, who is running

 06       their utility?  How many actual people are

 07       running their utility?

 08            MR. KELLEY:  Good morning, Commissioner.

 09            In the test year, there was no salary

 10       expenses, but the utility has requested a

 11       proforma expense of a owner salary of $100,000

 12       and a accountant salary of 96,000.  Although

 13       there is no in-person employee salaries, there

 14       is a lot of contracted expenses towards running

 15       the utility.

 16            COMMISSIONER CLARK:  Can I follow up on

 17       that?

 18            So a moment ago, Mr. Deterding, you said

 19       there were five employees, and now we are

 20       hearing no employees, is that correct?

 21            MR. DETERDING:  I don't know the exact

 22       number of employees.  I know that when we

 23       worked with staff on a listing of salaries, and

 24       so forth, that we provided them with a figure

 25       for a President, for the Chief Financial
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 01       Officer, who is -- who basically does most of

 02       the day-to-day stuff, and we had two or three

 03       other field and/or office people, but I think

 04       it's -- that is the total employees of the

 05       system.  Then there is a contract operations

 06       company, and has been a different one, but

 07       there have been different contract operations

 08       companies who do the day-to-day compliance

 09       reports for DEP, repairs, and things like that.

 10            COMMISSIONER CLARK:  So -- but there are

 11       no actual employees.  Is the --

 12            MR. DETERDING:  No, there are employees.

 13       There are employees of the company.

 14            COMMISSIONER LA ROSA:  They are just not

 15       getting paid?

 16            COMMISSIONER CLARK:  Well, the CEO and --

 17       the owner is the CEO, and the accountant, I am

 18       not sure who that is, are though on-site?  Are

 19       they in this location?

 20            THE WITNESS:  Yes.  Yes.  I mean, the

 21       President lives nearby, and the CFO guy is

 22       living in that area as well and is on-site.

 23            COMMISSIONER CLARK:  Active day-to-day

 24       management or --

 25            MR. DETERDING:  Yes.  Yes.  Yes, sir.
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 01            COMMISSIONER CLARK:  It's kind of

 02       interesting that they are not here -- the CEO

 03       of the company is not here with a request of

 04       this nature.  To me, that's a little unusual.

 05            CHAIRMAN SMITH:  Anything else?

 06            COMMISSIONER LA ROSA:  I don't know how

 07       else to frame that, so...

 08            CHAIRMAN SMITH:  Okay.  I think -- all

 09       right.  Well, maybe -- so I appreciate we are

 10       moving in towards this managerial sort of

 11       oversight.  I do want to wrap up the first part

 12       that we were discussing about, you know, this

 13       proposal for the extension, we have a critical

 14       date of June 3rd of this year.  I mean, I think

 15       that -- Ms. Ramos summarized it pretty well, is

 16       that there was plenty of time for the utility

 17       to provide this information.

 18            And I believe Ms. Augspurger pointed out

 19       earlier there is an opportunity, once the

 20       utility does compile all the requisite

 21       information, that they are able to file a

 22       limited proceeding, if I am correct, and we can

 23       go on and carry on from there once we have what

 24       is necessary.

 25            I mean, I see on the bottom of page 20,
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 01       the back and forth of staff asking the utility

 02       for the requisite information, and specifically

 03       in response to staff's fifth data request, the

 04       utility explained, Grenelefe is not being

 05       required directly by DEP to increase permit

 06       capacity.  I just -- we don't -- this is --

 07       clearly, things are moving very quickly, and I

 08       think we have a statutory timeframe, and so

 09       that's sort of my thoughts on there.

 10            As far as we want to kind of wrap that up

 11       and then talk about what the Commission thinks

 12       is appropriate for any sort of managerial sort

 13       of adjustments that could potentially be made

 14       here, you know, I am hearing some potential

 15       proposals.

 16            Commissioner Clark and then Commissioner

 17       Ortega.

 18            COMMISSIONER CLARK:  I just want to ask a

 19       question in regard to the statutory timelines.

 20       Does -- I do understand, if we go to limited

 21       proceeding, there is some substantial rate case

 22       cost that's going to be involved in it.  Do the

 23       parties have the right to waive this or are we

 24       bound by this?  If we wanted to say, okay, we

 25       are going to put a 90-day extension on this,
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 01       because there is no doubt, Mr. Deterding, you

 02       are coming back with a limited proceeding

 03       within 30 days.  We are going to deal with it

 04       again.  So is it make a little more sense to

 05       just expand this out 90 days, all parties waive

 06       the statutory?  I don't know if that's possible

 07       or not.

 08            MR. DETERDING:  We are certainly willing.

 09            CHAIRMAN SMITH:  I would go to our legal

 10       staff on that question.

 11            MS. HELTON:  Yes, Chairman, the utility

 12       can waive the statutory deadline.  I would

 13       suggest not waive it to, like, for 90 days, or

 14       to a time certain because of the lack of

 15       communication sometimes from the company.  We

 16       don't know what they will provide us and when

 17       they will provide us that information, and

 18       whether that will be sufficient to act on the

 19       wastewater treatment plant for which they are

 20       asking recovery.

 21            MR. DETERDING:  If I may, I mean, I -- I

 22       understand staff wants more information, but we

 23       need to know what it is they want.  What they

 24       did is they sent us requests, give us the bids

 25       you have for this.  Well, we didn't have bids
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 01       because bids were something that we saw as

 02       something that needed to be done after we lined

 03       up the financing and were able to enter into an

 04       agreement for those bids, because these --

 05       these contractors don't like providing detailed

 06       bids that you are not going to enter into.

 07            So what I would hope is that if we can

 08       extend the time that we can get some sort of

 09       clarification of what it is they want from us

 10       as far as justification, because it is very

 11       clear, and staff has stated, that that we have

 12       to do this.  We have to do this sewer plant

 13       rebuild.

 14            So I would hope that if we can do that,

 15       and I sure hope we can as opposed to start over

 16       again, because, as I said, we will have to,

 17       that we can get some clarification for what

 18       exactly it is they want us to provide.

 19            I think they want us to provide bids now.

 20       I think that's clear, and we will go get them.

 21       If that's -- if that's the primary thing, we

 22       will get on it starting today.

 23            CHAIRMAN SMITH:  Commissioner Ortega.

 24            COMMISSIONER ORTEGA:  Just one quick.  I

 25       am pretty sure we have a rule that outlines the
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 01       fact that we do want three bids, and that is

 02       something that our Commission staff has asked

 03       for.  So note -- thank you for that

 04       information, and I am happy to take a break if

 05       we need for staff to make sure that we know how

 06       to move forward or move on.

 07            CHAIRMAN SMITH:  Staff, do you think

 08       that's appropriate to do at this time?

 09            MS. RAMOS:  Staff asked a series of data

 10       requests where we clearly asked for bids and

 11       other information pertaining to this project.

 12       I think those requests were pretty clear what

 13       we were looking for.

 14            But just to clarify here today, we are --

 15       when we evaluate proforma projects in general,

 16       staff looks at alternatives.  We look at the

 17       cost.  We look at the timeline.  We still have

 18       the active timeline issue here that this is

 19       potentially going to be completed outside that

 20       two-year proforma timeframe.

 21            I don't believe there is a specific rule

 22       that maybe lists it out like we wish it would,

 23       but I think from Commission practice, we can

 24       certainly identify some things and reflect on

 25       those prior data requests that we have already
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 01       sent out to gather the information, if that's

 02       the Commission's discretion to go that way.

 03            MR. BAEZ:  Madam Chair.

 04            CHAIRMAN SMITH:  Yes, Mr. Baez.  Thank

 05       you.

 06            MR. BAEZ:  I think we would like to accept

 07       your kind offer of a brief timeout so that we

 08       can, you know, kind of get our ducks in a row.

 09            CHAIRMAN SMITH:  Okay.  All right.  So

 10       let's see.  Where are we at?  We are at 10:47.

 11       How does 11:00 sound?  Is that enough time?

 12            MR. BAEZ:  Very generous.  Thank you.

 13            CHAIRMAN SMITH:  Yes, okay.  All right.

 14       So reconvene at 11:00 a.m.

 15                      (Brief recess.)

 16            CHAIRMAN SMITH:  Okay.  Well, that was one

 17       of our most efficient breaks.  We are two

 18       minutes early, but everybody is back in their

 19       spots, so I appreciate that.

 20            All right.  I am just going to kind of go

 21       ahead and try to wrap up at least where my

 22       thoughts are here, and then, you know,

 23       obviously to --

 24            At least just for this one specific area,

 25       my thoughts are, you know, we have got -- we
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 01       have got a statutory timeframe here, and I want

 02       to respect that to -- and I understand

 03       monitoring is -- you know, staff has been

 04       asking the utility, and maybe they have the

 05       information ready, maybe it will take a little

 06       bit more time.  I think that we should go as

 07       for what we have proposed here in the

 08       recommendation, and then when the utility is

 09       ready and has all of the requisite information,

 10       they can file what they need with our staff and

 11       we can take it up in that -- in a separate

 12       proceeding.

 13            Is that amenable to my fellow

 14       Commissioners?  I am getting nods.

 15            All right.  So now I kind of want to just

 16       go back to Commissioner Ortega, you brought up

 17       managerial concerns you had.  I would like for

 18       you to, you know, expand upon that if you would

 19       like.  You are recognized.

 20            COMMISSIONER ORTEGA:  Thank you so much

 21       for coming back to me on that.

 22            You know, I have a real concern about the

 23       lack of managerial oversight, activity and just

 24       responsiveness to the customers, responsiveness

 25       to us.  I think that the lack of clear
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 01       documentation in actually addressing the

 02       customer concerns leaves a gap in our ability

 03       to effectively regulate this utility and

 04       evaluate its performance specifically on the

 05       quality of service.

 06            And I appreciate Mr. Deterding bringing

 07       the statute, 367.081, because the second

 08       sentence in the second provision says:  The

 09       Commission shall consider the value and the

 10       quality of service, and the value I just see is

 11       missing for the customers, the captive existing

 12       customers.  And I think that there is a real

 13       lack of transparency and accountability.

 14            And I have looked back at some of the

 15       prior dockets that we have assessed a penalty

 16       once we've found that other companies were not

 17       meeting the quality of service that we expect,

 18       and there have been a few that we have reduced

 19       ROE and there have been a few that we have

 20       reduced officer salaries.  And I think my

 21       inclination, based off our discussion, is not

 22       to reduce the ROE, but really to focus in on

 23       the salaries, and that would be, you know,

 24       possibly a reduction, or an adjustment of 25

 25       percent to the salaries.  And that's kind of
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 01       where I am thinking would be an appropriate

 02       alignment of the economic incentives and the

 03       value proposition for these customers.

 04            Thank you.

 05            CHAIRMAN SMITH:  Thank you, Commissioner

 06       Ortega.

 07            Are there any -- any follow-up thoughts on

 08       that from the Commissioners?

 09            Commissioner La Rosa.

 10            COMMISSIONER LA ROSA:  I certainly don't

 11       agree with Commissioner Ortega's perspective on

 12       that.  I may have a question, though, for

 13       staff.  Sorry to cut in.

 14            CHAIRMAN SMITH:  Oh, yeah.  No.  Go ahead.

 15            COMMISSIONER LA ROSA:  So if we -- the

 16       staff salary, right, that's being recommended,

 17       or being adjusted by our staff, is that also

 18       the owner that's earning on the ROE or the

 19       equity side that's being submitted, or being

 20       accumulated here, or accounted for here in this

 21       docket?

 22            MR. KELLEY:  Yes, it is.

 23            COMMISSIONER LA ROSA:  All right.  So in

 24       essence, when we are suggesting -- Commissioner

 25       Ortega is suggesting, and, again, I agree with,
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 01       reducing that number, but that person is

 02       also -- we are talking about the same person --

 03       is also receiving on ROE, correct?

 04            MR. KELLEY:  Yes.

 05            COMMISSIONER LA ROSA:  Okay.  I don't know

 06       that this fully addresses my concern.  I still

 07       feel like there is not a captain at the wheel,

 08       frankly.  I see that there is lots of

 09       contractual services.  I appreciate that.  But

 10       there is still an organizer, right.  And if

 11       those services existed previous, it seems like

 12       they've completely missed complying with our

 13       rules, failure to notifying the Commission of

 14       service interruptions, failure to maintain

 15       accurate complaint records, failure to timely

 16       respond to complaints.  You know, in all these

 17       services that are being rendered, no one is

 18       overseeing the regulatory aspect of it, which

 19       is our job to address.

 20            So in all honesty, I don't know that there

 21       should be any salary given, because I do

 22       believe that -- unless that is brought in to a

 23       specific person that maybe the utility can

 24       explain to us today that there is going to be a

 25       physical person that it's going to be their job
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 01       to operate, I just don't feel like there is

 02       clarity today on that -- on that segment, so

 03       that's my thoughts and perspective of where I

 04       am sitting today.

 05            CHAIRMAN SMITH:  I guess I should probably

 06       go -- Mr. Deterding, do you have a response to

 07       those sort of --

 08            MR. DETERDING:  All I can say is I believe

 09       that the management, the President and the

 10       Chief Operating Officer are trying their best

 11       to comply with the Commission's requirements.

 12       They have April taken over a system in pretty

 13       bad shape that has a lot of issues, and they

 14       have been trying to put out a fire here and a

 15       fire there and learning as they go about

 16       Commission requirements.

 17            I understand ignorance of the law is no

 18       excuse.  And certainly, I have tried to impress

 19       upon them the need to do these things, but I

 20       believe that they are trying to bring this

 21       company up to speed both from an operational

 22       and from a facility standpoint so that it will

 23       be a good utility moving forward.

 24            I recognize that there are issues, but for

 25       a company this size, I think they should be
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 01       given some leeway to try and get those things

 02       in order over time.  They have been dealing

 03       with this case for the last year, which has

 04       been pretty intense, as you might imagine,

 05       since as we -- I think we all agree, it's

 06       probably the most complicated staff-assisted

 07       case I have certainly ever seen.

 08            So I know that they have move for

 09       improvement.  There is no doubt about that.

 10       And I have tried to impress upon them the need

 11       to get the systems in place that will allow

 12       that, and I believe they understand.

 13            COMMISSIONER LA ROSA:  Can I comment on

 14       that?

 15            CHAIRMAN SMITH:  Sure.

 16            COMMISSIONER LA ROSA:  I get that, and I

 17       understand and I really respect the position

 18       that they are in.  There was a point brought

 19       up -- and let me just -- let me just rewind

 20       here for a second.

 21            You mentioned that this is kind of an

 22       extraordinary circumstance.  I would just for

 23       the record comment that I agree it's

 24       extraordinary.  I question whether this should

 25       have been a SARC to begin with.  I think
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 01       Commissioner Clark opened with a similar

 02       statement.  And I just think that this is

 03       unique and maybe outside of the ordinary maybe

 04       what SARCs were originally intended for, but

 05       that's not -- that's not necessarily what we

 06       are up for debate here today.

 07            There was -- there is a recommendation in

 08       Issue 1.  I think Mr. Self certainly suggested

 09       three areas in which we could -- or that the

 10       utility could report back to.  I actually very

 11       much agree with those.  I would like to see a

 12       modification to Issue 1 that would also include

 13       someone from the Commission, a representative

 14       from the Commission to be at the meeting in

 15       which we are asking the utility to conduct.

 16            I would like to have a continual

 17       reporting, as suggested by Mr. Self, to happen

 18       every quarter to include the projects that may

 19       be -- that are spelled out here, and also to

 20       identify any line breaks.  I think this is a

 21       small enough system that we know that.  I think

 22       our rule was probably more framed for larger

 23       utilities, but maybe I am wrong on that, but at

 24       the end of the day, this is a small system.  I

 25       think that the residents are impacted pretty --
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 01       pretty dramatically.  I think all line breaks

 02       should be included in that reporting.

 03            So that's -- that's the modification I

 04       would like to see to Issue 1 specifically.

 05            Commissioner Ortega has also suggested a

 06       reduction.  I would back up that reduction -- I

 07       think she mentioned 25 percent.  So I would go

 08       to that point, 25 percent, if the reports are

 09       also included.  I am willing go to add one more

 10       element to the report.  I am sorry, staff, I

 11       know you are writing things down.

 12            As there is managerial changes, I would

 13       like that to be included in the reports.  So

 14       whether that be a new manager that's brought

 15       on, a physical employee that's managing the

 16       operations of the system, or a major

 17       contractual service.  So if you hire a utility

 18       management company to manage a large segment,

 19       whether it be the water, the wastewater, the

 20       whole thinking, however, that also to be

 21       included in the reports.

 22            I think that there needs to be

 23       transparency to its customers.  I know we heard

 24       from a customer today.  I know that there is

 25       additional customer -- or discussion or
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 01       testimony within the docket.  I think at

 02       minimum, we could provide that.  I think at the

 03       end of the day, we will look back at a two-year

 04       period, hopefully there will be more -- there

 05       will be better confidence built from the

 06       utility to its customer, and we can be talking

 07       a very different story hopefully two years down

 08       the road.

 09            That's kind of my position.  So certainly

 10       modifying Issue 1 and modifying the wages and

 11       salaries.

 12            MR. IMIG:  Chairman Smith?

 13            CHAIRMAN SMITH:  Yes.

 14            MR. IMIG:  I have a point of

 15       clarification.  There is separate salaries for

 16       water and wastewater, and the quality of

 17       service issues have only been on the water

 18       side.  So if we are talking reduction for

 19       salaries, would it be the water or both water

 20       and wastewater?  It's a question from staff.

 21            COMMISSIONER LA ROSA:  So I would say

 22       reduction on both ends.  I would certainly want

 23       to, you know, allow Commissioner Ortega,

 24       through the Chair, to opine if that's any

 25       different.
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 01            CHAIRMAN SMITH:  Commissioner Ortega?

 02            COMMISSIONER ORTEGA:  I agree.

 03            CHAIRMAN SMITH:  Okay.  Well, with that

 04       point, Commissioner La Rosa, it does -- that

 05       sort of sounds like a motion.  Is that -- could

 06       we -- I mean, you have so eloquently

 07       encapsulated everything that we --

 08            COMMISSIONER LA ROSA:  Well, I don't about

 09       eloquently, but -- and I did bounce around a

 10       little bit.  I don't want to -- I don't want to

 11       pull from my any other Commissioners if there

 12       is anything else that's thought of.  That's my

 13       perspective, and if we are okay with it, then

 14       that's a motion to adjust staff's

 15       recommendation accordingly, as just previously

 16       discussed.

 17            CHAIRMAN SMITH:  And I would probably

 18       add -- before we -- I agree -- I am going to

 19       just say I agree with you guys.  I would add,

 20       just to give -- this is, you know,

 21       administrative authority to staff to make those

 22       necessary fallout -- or adjustments that are

 23       needed for the fallout issues because we are

 24       making these monetary adjustments.

 25            Yes, Ms. Helton?
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 01            MS. HELTON:  Thank you, Madam Chairman.

 02            One other point that I can think that it

 03       would be helpful if y'all would address is

 04       whether to close the docket or keep the docket

 05       in a monitoring phase.  Maybe that might be the

 06       best, so that we can accept the reports and

 07       actively monitoring what is happening.

 08            CHAIRMAN SMITH:  Commissioner La Rosa, can

 09       we get that added to your to keep the docket --

 10            COMMISSIONER LA ROSA:  I agree, let's --

 11       let's not close the docket and keep it in, as

 12       staff just mentioned, in a monitoring phase.

 13            CHAIRMAN SMITH:  Do we need -- Ms. Helton,

 14       do we need a time?  Mr. Self proposed two

 15       years.  Do we need a term limit on that?

 16            MS. HELTON:  Well, I guess that brings up

 17       another matter.  For how long would you like

 18       the quarterly reports?  So maybe if we make it

 19       two years, monitor for two years, and at that

 20       point in time, hopefully we will have

 21       sufficient information to, if we think that

 22       it -- something -- some further actions should

 23       take place, then staff can come back to you,

 24       but at the end of the two-year period, right

 25       now the docket would be closed.

�0075

 01            COMMISSIONER LA ROSA:  Unless otherwise

 02       modified by the Commission?

 03            MS. HELTON:  Well, if -- during the

 04       monitoring period, if we discover some action

 05       that we think the Commission should take, we

 06       would bring that back to you for further

 07       action.

 08            COMMISSIONER LA ROSA:  Okay.  Agreed, two

 09       years.

 10            CHAIRMAN SMITH:  Okay.  So is that --

 11       that's a -- that is one giant motion that --

 12       have we gotten it down, or has staff got it all

 13       down?

 14            COMMISSIONER PAYNE:  Is that one motion or

 15       two?

 16            CHAIRMAN SMITH:  I think that's one -- we

 17       are taking one motion on Issue 1, yeah, for

 18       those adjustments as proposed by Commissioner

 19       La Rosa.

 20            Yes, Commissioner Ortega.

 21            COMMISSIONER ORTEGA:  Thank you.  I just

 22       wanted to make sure he included the oral

 23       modification as well.

 24            CHAIRMAN SMITH:  Yeah, I guess I --

 25            COMMISSIONER LA ROSA:  Great, oral
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 01       modification obviously given the staff prior

 02       to.

 03            MS. HELTON:  Oh, yes, and with respected

 04       to the refund, is that --

 05            CHAIRMAN SMITH:  Yeah, we haven't -- I am

 06       sorry.

 07            MS. HELTON:  We need to take action on

 08       that as well.

 09            CHAIRMAN SMITH:  I don't think we got

 10       there yet.  I think we are just taking up Issue

 11       1.  So, yeah, we are just doing.  We are just

 12       voting on Issue 1.  It's already a little bit

 13       complicated, so I just want to keep it a little

 14       clean, so we will get there in a second.

 15            Okay.  So we have a motion.  Is there a

 16       second on that motion?

 17            COMMISSIONER CLARK:  Second.

 18            CHAIRMAN SMITH:  A motion and a second.

 19            All in favor say aye.

 20                      (Chorus of ayes.)

 21            CHAIRMAN SMITH:  Opposed?

 22                      (No response.)

 23            CHAIRMAN SMITH:  See that the record

 24       reflects the amendments as proposed by

 25       Commissioner La Rosa for Issue 1.
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 01            All right.  Let's go ahead and now we can

 02       move -- I mean, we have kind of touched upon

 03       other stuff.  Commissioners, do you have any

 04       specific things throughout the other issues

 05       that we can get to the oral modifications, are

 06       there any other specific issues?  No.  Seeing

 07       none.

 08            Okay.  So I will just -- maybe I will go

 09       to staff right now just to kind of explain new

 10       Issue 16, and then we will take that up with

 11       the rest of the issues.

 12            MR. KELLEY:  Garrett Kelley with

 13       Accounting division.

 14            Issue 16 is the wastewater interim refund.

 15       We approved the interim refund last year in

 16       March, and our new -- or that interim refund is

 17       greater than the revenue requirement for the

 18       interim collection period.  The interim revenue

 19       requirement granted for water was less than

 20       staff's calculation, thus, no refund for water

 21       is recommended, but a refund for wastewater

 22       interim, revenues collected under interim rates

 23       would be 14.7 percent, or about $83,000.

 24            CHAIRMAN SMITH:  Thank you.

 25            I will just say I really appreciate Public
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 01       Counsel for bringing this to our staff's

 02       attention.  This is -- it was obviously just a

 03       minor oversight, but that you are all really

 04       managing on your side very meticulously, so

 05       appreciate all the work that you did there, so

 06       thank you.

 07            I guess with that, we can -- this is Issue

 08       2 through -- because we are keeping the docket

 09       open, so Issue 2 through Issue 16, is that

 10       correct?  Is there a motion on that?

 11            COMMISSIONER CLARK:  Move to approve staff

 12       recommendation.

 13            COMMISSIONER PAYNE:  I will second.

 14            CHAIRMAN SMITH:  Okay.  We have a motion

 15       and a second.

 16            All those in favor say aye.

 17                      (Chorus of ayes.)

 18            CHAIRMAN SMITH:  Opposed?

 19                      (No response.)

 20            CHAIRMAN SMITH:  All right.  See that

 21       staff's recommendation is adopted as proposed

 22       for Issues 2 through 16.

 23            Are there any other things that we need to

 24       address for this item?

 25            Staff.
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 01            MR. FUTRELL:  Chairman Smith, just to be

 02       clear, we have -- again, with what you said on

 03       Issue 1, also these other issues you disposed

 04       of that staff has authority to reflect the

 05       adjustments the Commission has made in these

 06       other issues and make --

 07            CHAIRMAN SMITH:  Yes.  Right.  Of course.

 08       All the fallout from Issue 1 that will hit --

 09       that will affect the issues -- the remaining

 10       issues.

 11            MR. FUTRELL:  Thank you.

 12            CHAIRMAN SMITH:  Okay.  So seeing no other

 13       business, this Agenda Conference is adjourned.

 14       Thank you.

 15            MR. SELF:  Thank you, Commissioners.

 16            (Agenda item concluded.)
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