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PROCEEDI NGS

2 CHAl RVAN GRAHAM  Ckay. Let's drop down to
3 [tem No. 11.
4 M5. RAMOS: Good norning. |'m Marissa Ranps
5 speaki ng on behalf of Conm ssion staff. Item
6 No. 11 addresses the request of Placid Lakes
7 Utilities, Inc., for an increase in water rates.
8 Staff held a -- sorry. Placid Lakes is a
9 Class B utility providing water service to
10 approxi mately 2,000 custoners in H ghlands County.
11 Staff held a custonmer neeting on Septenber 12th,
12 2019, in Lake Placid where two custoners provided
13 feedback and a third custoner provided a water
14 sanpl e.
15 Furthernore, as a result of the DEP-issued
16 consent order, the utility made the necessary
17 facility nodifications in accordance with the
18 requi rements outlined in that consent order.
19 Staff's recommended revenue increase of
20 $60, 335, or 8.6 percent, differs fromthe utility's
21 requested increase of $97,116, or 14.5 percent,
22 | argely due to staff's recommended adjustnents to
23 Its test-year revenues.
24 Representatives fromthe utility and OPC are
25 here to address this itemand staff is available
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1 for any questions you nay have.
2 CHAl RVAN GRAHAM  Thank you, staff.
3 "1l start wth OPC
4 MR. DAVID: Good norning. Thank you,
S Conmi ssi oner s.
6 " mnot here to expressly object to or oppose
7 the recommendation in this docket, but |I did sinply
8 want to expressly note that, even in the
9 reconmendati on, there were sone borderline concerns
10 regardi ng customer satisfaction and water quality
11 that | just felt |ike needed to be, once again,
12 expressed on the record.
13 Once again, not opposing the -- the staff
14 recommendation, but did want to note that, wth the
15 pro forma itens that were being approved and -- and
16 noted for the rate increase, that -- that it just
17 needs to be on the record that hopefully those --
18 those itens will address and will continue to
19 address custoner satisfaction and the water
20 quality.
21 Thank you.
22 CHAl RVAN GRAHAM  Thank you.
23 M. Friedman?
24 MR. FRI EDMAN.  Thank you, M. Chairman and
25 Conmm ssioners. Marty Friednan on behalf of Placid
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1 Lakes Utilities.

2 "' mconpelled to address -- and the only issue

3 '"'mgoing to address is going to be Issue No. 2 as

4 it relates to the staff's recommendati on to apply

5 the anti quated and outdated | ot-count nethod to

6 det er mi ne used-and-useful of a water-distribution

7 system

8 Staff recommends foll ow ng the nethod that was

9 used in prior rate cases, arguing that the utility
10 did not provide any change in conditions to justify
11 any change fromthe prior case. And | strenuously
12 di sagr ee.

13 The | ot-count nethod unreasonably penalizes a
14 utility if there are vacant |lots, even though the
15 utility doesn't have the ability to renove that

16 segnent of the pipe without inpairing the ability
17 to serve the remaining custoners. It's illogical
18 froma rational and engi neering standpoint.

19 I f you've got two houses on each side of a | ot
20 and there's a vacant lot in between, this | ot-count
21 net hod penalizes a utility, although it has no

22 alternative but to run that line in front of that
23 person's house.

24 As staff acknow edges, the utility pointed out
25 that there are no areas in the water-distribution
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1 systemthat could be wholly renpoved w thout
2 I npacting the ability of the utility to serve the
3 remai ni ng cust oners.
4 What the staff has ignored -- while
5 recogni zi ng that position, what the staff has
6 ignored in its recommendation is that the concept
7 of being able to renove a portion of the |line
8 wi t hout inpacting the ability of the utility to
9 serve other portions of the systemis not sonething
10 in ny imagination.
11 As | pointed out to staff, inits recent
12 Bocilla UWilities rate case, this Conm ssion
13 rejected the antiquated and outdated | ot-count
14 net hod in favor of the nore practical and rational
15 argunent that | nade.
16 And in doing so, the Conm ssion stated: There
17 are no |large, undevel oped parcels in Bocilla's
18 territory; however, there are undevel oped | ots
19 I nterspersed throughout the distribution system
20 Al lines are required to serve the existing
21 custoners, and no portion of the distribution
22 system coul d be isolated as not used-and-useful;
23 therefore, Bocilla's transm ssion-and-distribution
24 system shall be considered a hundred percent used-
25 and- usef ul .
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1 Staff doesn't nention this order anywhere in
2 its recomrendation. And, in fact, | believe that
3 that is the last file-and-suspend rate case that
4 t he Comm ssion addressed this issue in.
5 Further, in a rul emaki ng workshop, the staff
6 had proposed a -- a used-and-useful role for a
7 di stribution systemat the request of OPC. And it
8 determned in its draft -- granted, this is just a
9 draft position that was going to be workshop-ed and
10 hasn't gone anywhere, but, at |east at that point,
11 the staff's position was consistent with the
12 Bocilla rate case in which they said a systemwould
13 be a hundred percent used-and-useful when there are
14 no areas in the water-transm ssion or distribution
15 system whi ch could be wholly renpoved w t hout
16 I npacting the ability to reliably serve custoners
17 nore than five years after the end of the test
18 year .
19 So, in conclusion, since, in this case, no
20 portion of the distribution systemfor Placid
21 Electric UWilities can be renoved in front of those
22 vacant lots, it's appropriate that this Comm ssion
23 reject the outdated and anti quated | ot-count nethod
24 as it relates to Placid Lakes Uilities, Inc.
25 Thank you.
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1 CHAI RMAN GRAHAM  Thank you, M. Friedman.

2 Comm ssi oners, any questions of staff, the

3 utility?

4 Conmmi ssi oner Brown.

S COMWM SSI ONER BROMN:  Thank you.

6 First, 1'd like to hear fromstaff regarding

7 M. Friedman's argunent on used-and-useful .

8 M5. KNOBLAUCH: Good norni ng.

9 So, just to kind of address Marty's argunments
10 that he brought up -- so, there's kind of two

11 different things. Wth Bocilla, as Marty pointed
12 out, it was a little bit different than this case
13 because there were, like, a whole |ine of houses
14 and then there would be vacant |ots kind of

15 I nt erspersed between those.

16 Wth Placid Lakes, it's a little different,
17 agai n, because you have one or two houses with a
18 line that's running all the way out to those

19 houses. So, it's not vacant |ots anong ot her

20 houses.

21 The second thing that M. Friedman pointed
22 out -- this nethodol ogy has been used in the | ast
23 three cases and --

24 COMM SSI ONER BROMN:  The fil e-and-suspend

25 cases?
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1 MS. KNOBLAUCH: Correct. The one before that,
2 they used, like, a traditional lot count. And that
3 was a SARC, but the last three were a file-and-
4 suspend.
5 COMW SSI ONER BROMWN: Ckay. M. Chairmn, |
6 have just a couple of clarification questions --
7 CHAI RVAN GRAHAM  Sur e.
8 COW SSI ONER BROWN: -- on Issue 1 for staff.
9 You talk -- it deals with the custoner
10 conplaints. | guess, the 66 work orders that
11 were -- Placid Lakes responded to -- are th- --
12 does that nean that there were 66 conplaints? It
13 I's not clear in the reconmendati on.
14 M5. KNOBLAUCH: It is alittle bit different,
15 kind of, than our normal wite-up.
16 COW SSI ONER BROMWN: It is.
17 M5. KNOBLAUCH: So, we requested the
18 conplaints, and that's what the utility provided in
19 response. So, it was usually the work orders where
20 it appeared that a conplaint cane in and then they
21 had the followup -- followup action. So, |
22 believe they are still classified as conpl aints,
23 t hough.
24 COW SSI ONER BROMWN:  |Is -- isn't that -- is
25 that over the test-year period or is that over 2014
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1 t hrough 20187
2 M5. KNOBLAUCH: That would be for the test
3 year.
4 COW SSI ONER BROMWN: 66 conplaints in the test
5 year ?
6 M5. KNOBLAUCH:  Uh- huh.
7 COW SSI ONER BROWN: M. Friedman, is that
8 correct? Do you know?
9 MR. FRIEDMAN. | do not know the answer to
10 t hat question; although, 66 conplaints in 365 days
11 doesn't seemparticularly egregious to ne. And
12 those -- we don't know what the nature of those
13 conplaints are wthout | ooking at themin nore
14 detail. It could be a building conplaint. It
15 coul d be sonebody calling in and saying, a line
16 broke. It could be sonebody wanting their neter
17 rer ead.
18 COMWM SSI ONER BROMWN: OGbviously, pro -- you
19 know, we'd |li ke to hope that the pro forma
20 i nprovenents will address those type of issues,
21 like the flushing and --
22 MR. FRI EDVMAN:  Yeah, the big one was is the
23 TTHM which is an issue with -- every utility in
24 the state of Florida, at one point or another --
25 COW SSI ONER BROMN:  Yeah.
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10

1 MR. FRIEDVMAN. -- has had that problem
2 COW SSI ONER BROWN:  Ckay. Thank you.
3 Just two nore questions on -- clarification
4 guestions on Itens 9 and 10. I'IIl --
5 M5. KNOBLAUCH: Just one clarification -- |
6 apol ogi ze. That was ny m stake. For the MFRs, we
7 request the conplaints for the test year, but the
8 66 were from 2014 to 2018.
9 COW SSI ONER BROWN:  Ch, that's nuch nore
10 r easonabl e.
11 M5. KNOBLAUCH. M apol ogi es.
12 COW SSI ONER BROWN:  Ckay. Thank you.
13 | ssue 9, regarding the utility's O & M
14 expense -- is chemcal expense the only itemin
15 Issue 9 for a total amount? It's -- is that
16 correct?
17 MS. KNOBLAUCH: Correct.
18 COW SSI ONER BROMWN:  There's no other O & M?
19 M5. KNOBLAUCH: For this issue, specifically,
20 it's just the adjustnment for chem cals.
21 COW SSI ONER BROWN:  And then, for |ssue 10,
22 you have $1, 700 for travel; however, there's no
23 details at all in the recommendation. Usually, we
24 have details, supporting docunentation, et cetera.
25 What is the 1700 for? Not saying that it's
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unreasonabl e, but there's just no infornmation here
on it.

MR SMTH  Correct. And I'm-- | apologize
for not having ny nanepl ate.

COMWM SSI ONER BROMWN:  It's okay.

MR SMTH It's Lee Smith wth Conm ssion
staff.

The travel includes the custonmer neeting, the
i nteri magenda, and this agenda as well for the
utility and counsel. And | used the IRS rates.
You know, there are ho- -- hotels involved, you
know, for up here. And those were all reasonable
expenses for this utility.

COMW SSI ONER BROMN:  Thank you.

That's all.

CHAI RMAN GRAHAM  Conmi ssi oner Pol mann.

COMM SSI ONER POLMANN:  Thank you,

M. Chai r man.

For staff, the -- again, |ooking at questions
Comm ssi oner Brown was aski ng about the 66 work
orders over a period of tine, it indicates here,
| ooking at Page 5 of -- of the agenda item 59 work
orders regardi ng flushing.

Do we understand that that was principally in

regard to water-quality managenent, the flushing?
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12

1 MS. KNOBLAUCH: Correct. So, | believe, when
2 I was | ooking through them it would be a conplaint
3 froma custoner about water quality, as you said,
4 and the utility would go out and flush the |ines.
5 COMWM SSI ONER POLMANN: M. Friedman, do -- do
6 you interpret the degree of flushing within this
7 systemto be particularly high? The volune that's
8 being flushed -- is that, in your experience,
9 working with a variety of utilities, do you see
10 the -- the water that's being flushed to be
11 relatively high, these --
12 MR, FRIEDVAN: | haven't done that anal ysis,
13 but it didn't stick out -- it didn't stick out to
14 nme to be particularly high, but I haven't done a
15 detail ed analysis of that. And as you know, every
16 systemis different.
17 COW SSI ONER POLMANN:  Sur e.
18 Ms. Knobl auch, what -- what percentage of
19 water is accounted -- | understand the flushed
20 water is -- is netered; is that correct?
21 M5. KNOBLAUCH: | believe the flushing is done
22 by an estimation. So, they have specific flushing
23 points. And then, when the flushing is done, they
24 esti mate based off of timng and how nuch they
25 believe is comng out of that specific spot.
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13

1 COW SSI ONER POLMANN:  And then, in terns of
2 the -- looking at the |lost water and then the
3 unaccounted-for water and so forth, the flushed
4 water i s brought into that cal culation. So,
5 conpared to the revenue water, what percentage
6 IS --
7 MS. KNOBLAUCH: | --
8 COMM SSI ONER POLMANN:  -- brought in here and
9 how does -- ny real question is: How does that
10 conpare to other utilities that you're famliar
11 with? |Is -- does this seemextraordinary to you,
12 Is -- is ny real question.
13 M5. KNOBLAUCH: |'mnot sure if | could say
14 it's extraordinary or not, but | can tell you the
15 amount sold was around 84 mllion and then the
16 amount flushed was around 11 mllion gallons.
17 COW SSI ONER POLMANN:  Ckay. So, 13 to
18 15 percent.
19 To Public Counsel, you identified the --
20 Issue 1, | understand -- or at |east, you nentioned
21 the water-quality custoner service. And | -- |
22 took that to nean water-quality-related since
23 that's where the custoner service -- did you want
24 to el aborate on your concern about the custoner
25 service at all? Because | think that's -- that's
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14

1 one of the questions that we have as well.
2 MR DAVID: Right. No, sir, Conm ssioner.
3 | -- it was basically the -- the water quality and
4 the responses to the water quality. That was --
5 that was it. There was no other -- not -- there
6 was no custoner-satisfaction issue separate from
7 the water-quality flushing issues there.
8 COW SSI ONER POLMANN: M. Friedman, this al
9 ties back into the used-and-useful aspect of -- of
10 the pipeline, which is why I'm-- |"mbringing
11 forward the flushing and the use of the flushing as
12 a water-quality nmanagenent.
13 And in -- in ny belief, this has to do with
14 how the -- how the distribution systemis
15 configured, where the -- the custoners are taking
16 wat er off of that distribution system so -- so,
17 whi ch way the water is flowing in the pipeline and
18 where -- where | would anticipate you have stagnant
19 wat er because there are deadends.
20 Water is not flowing. |It's aging. Water
21 quality is deteriorating. And there's a potenti al
22 for aloss in -- in disinfectant residual. You
23 potentially have -- and | say potentially because
24 I -- 1 don't know, but fromny experience
25 el sewhere, you're going to have potenti al
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deterioration in water quality that | eads to taste
and o- -- and odor.

And then, you know, there's this cascading
ef fect where you're going to end up with custoner
conpl aints about taste and odor, which appears to
be in the record, and a call for flushing. And all
of this has a cascading effect. And it -- and
ultimately, it gets back to the water-distribution-
systemlayout. And it typically is -- the
managenment aspect is to flush the system

So, then the question is: How -- howis the
pi peline actually being managed? And it gets back
to the used-and-useful, howthe thing is laid out,
t he pl unbi ng.

So, ny real question, then, is: You say
there's no alternative for the utility other
than -- the pipe is what it is. And you're
claimng here today that the utility has no other
alternative. There's no way to segregate out
portions of this, but how -- are you speaking to
that issue in terns of what the rule says and just
a practical matter, or has there been any pipe-
networ k engi neering anal ysis that says, well, if we
put a valve in here and say -- and cl ose that off,

this thing would work better?
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16

1 Has there been any kind of other nodeling,
2 engi neering analysis that -- that would -- would
3 support the assertion that there is no alternative?
4 O is this just operational experience that says,
5 well, this is the way it works?
6 MR. FRIEDVAN. Well, let nme start at the
7 begi nning, and that is water quality. You know,
8 they had a custonmer neeting and -- and | don't
9 remenber whether there were two or three people
10 t hat showed up, but --
11 COW SSI ONER POLMANN: Wl l, it was two,
12 apparently.
13 MR. FRI EDMAN:  You know, they, obviously --
14 there's -- there's not sone groundswell of people
15 that were conpl ai ni ng about water quality. Now,
16 you know, it -- they -- people did conplain during
17 that four-year period. 66 people, apparently,
18 conpl ai ned about sonething, but -- but don't be
19 m sguided to think that there is a terrible water-
20 qual ity probl em
21 COW SSI ONER POLMANN:  No, | under st and.
22 MR FRIEDVAN.  The TTHVs was really the only
23 I ssue that DEP pointed out and -- and, as you know,
24 that's -- | nean, whether you believe that's a real
25 threat to cancer or not is a -- is a whole
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1 di fferent argunent, but --

2 COW SSI ONER POLMANN: Wel |, it doesn't

3 matter. It's a pr- -- it's a primary standard.

4 MR. FRI EDVAN:  Yeah, but everybody has got a

5 problemwth -- not -- | shouldn't say everybody

6 because there's exceptions to everything, but --

7 COMM SSI ONER POLMANN: Wl |, that's a pretty

8 bol d st atenent.

9 MR, FRIEDVAN. Most -- nost of ny clients

10 and -- and governnent utilities that I'mfamliar
11 wi th have had TTHM probl ens. And so, the fact

12 they've got a problemand they're resolving it is
13 not a -- you know, shouldn't be -- shouldn't be

14 hel d agai nst them

15 As far as the used-and-useful is concerned,

16 Bocilla Utilities, which was the -- which is the

17 | ast file-and-suspend case that this Conm ssion has
18 ruled on this issue on -- flushes a ton of water on
19 water quality to nake sure that they've got the

20 wat er quality.

21 Theirs may be different or not. | don't --

22 you know, | haven't analyzed it, but the point of
23 the matter on -- on this used-and-useful issue is
24 that there are houses interspersed around the

25 community and there are vacant |lots in between
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1 t hose ho- -- houses.
2 You can -- you know, we obviously provide a
3 map to the -- to the -- to the staff. One of
4 the -- the MFR requirenents is a map that
5 identifies where all of our custoners are on the
6 system So, they've got a map that shows where al
7 of our custonmers are and -- and shows the vacant
8 | ots and where those are | ocated.
9 And | woul d suggest to you that -- that
10 there's been no indication fromstaff that says you
11 can -- you don't need to have this section of |ine
12 here; you can get rid of that section and not worry
13 about that poor guy on the end of the |ine down
14 there; let himdig a well.
15 It's an -- it's an integrated water-
16 di stribution systemthat requires that all of the
17 lines that are in place be in place to serve the
18 exi sting custoners. And that should be the -- the
19 i nquiry.
20 Are there sections -- are there portions of
21 undevel oped land -- which is the analysis that you
22 did in Bocilla. You |looked to see if, maybe, at
23 the end of the line there was a big piece of
24 undevel oped property. And -- and there wasn't, and
25 there isn't in this case.
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19

1 There are vacant |ots interspersed throughout
2 the community. And the utility can't renove |lines
3 wi t hout cutting sonebody off.
4 COMM SSI ONER POLVANN:  Ckay.
5 MR FRIEDVAN:  And that's the only argunent |
6 make. The fact that -- that this Conm ssion, in --
7 in the last rate case with this particul ar conpany
8 used the | ot-count nethod doesn't nean that we
9 shoul d perpetuate that outdated and anti quated
10 nmet hod.
11 COMM SSI ONER POLMANN:  Okay. | under st and.
12 So --
13 MR, FRIEDVAN:  And that's what |'masking, is
14 that -- is that you just kind of take a re- --
15 rethink on it that's says this is what's different
16 that those last Placid Lakes cases is this
17 Conmmi ssion has realized that the |ot-count nethod
18 doesn't always work, and it penalizes a utility,
19 such as Pl acid Lakes, for sonething that they have
20 no control over; and that is whether sonebody is
21 going to build on the lot in between two houses or
22 whet her that lot is going to stay vacant.
23 COMM SSI ONER POLMANN:  Ckay. So, we can
24 debate the -- you know, the -- the geography of
25 where the houses are or not and how the pl unbing
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1 is, but I think, if | understand your point, you --
2 you are suggesting that the precedent of how we
3 dealt with Bocilla is -- should carry the day and
4 that it's an interpretation of the rule that
5 you're -- and -- and our nethodol ogy that we should
6 | ook to Bocilla as -- as controlling in how we deal
7 with this utility. 1Is --
8 MR. FRI EDVMAN:.  Yeah, | --
9 COMM SSI ONER POLMANN:  I's that your point?
10 MR, FRIEDVAN:. Yeah -- | nean, yeah, you don't
11 have a rule --
12 COW SSI ONER PCLMANN:  Ckay.
13 MR. FRIEDMAN. -- on -- on used-and-useful
14 of -- of the -- of a distribution system
15 COW SSI ONER PCLVANN:  But it's the
16 nmet hodol ogy of the lot count and -- and how we
17 dealt with Bocilla that's -- that's your position.
18 We shoul d follow that.
19 MR. FRI EDVMAN. Yes, that is --
20 COW SSI ONER PCLMANN:  Ckay.
21 MR, FRIEDVAN. That is the nost-recent
22 determ nation in a file-and-suspend rate case that
23 this Conm ssion has made. | think that the facts
24 are the sane. They're both ny clients. | think
25 the facts are the sane. And -- and | don't see
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1 any - -
2 COW SSI ONER PCLMANN:  Ckay.
3 MR. FRIEDVAN: -- reason why you should vary
4 fromthat just because that's the way you did it in
5 t he past.
6 COMWM SSI ONER POLMANN: | understand. And --
7 and staff has a different position that there are
8 facts on the ground and -- and so forth that --
9 that influence their recommendation. [|'mjust
10 maki ng that distinction.
11 MR, FRIEDVAN. Well, they never pointed them
12 out to ne. They never asked ne in a data request.
13 They asked for ny position and | explained it.
14 They never, in any data request, challenged that
15 position --
16 COMM SSI ONER POLMANN:  Thank you,
17 M. Friedman.
18 MR. FRIEDVAN. -- to say, you're w ong.
19 COMM SSI ONER POLMANN: | -- | understand your
20 position and -- and they have a different position.
21 MR, FRIEDVAN. Well, | -- no, they can't take
22 a different position on whether they asked nme or
23 not .
24 COMM SSI ONER POLMANN:  No.  No, |'m not saying
25 t hat .
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MR. FRIEDMAN:  And so --

COW SSI ONER POLMANN:  |'m - -

MR. FRIEDMAN:. -- how can | explain ny
position if the staff doesn't ask ne --

COW SSI ONER POLMANN: M. Chai rman, |' m done.

CHAI RMAN GRAHAM  Commi ssi oner Fay.

COW SSI ONER FAY: Thank you, M. Chairnman.

It's with itens |like these | feel lucky to
have a water expert as ny -- ny nei ghbor here
because the -- the conplexities of this | -- | get
alittle bit lost in, but | did just want to foll ow
up on the question about the 66 work -- 66 work
orders that -- it's ny understandi ng, when staff
made this data request, it related to the nunber of
conpl aints that were there.

The item itself, seens to speak to 66 work
orders in a four-year period. | think we -- you
answered. The 66 are within a one-year period.

So, I"'mjust -- I'mtrying to figure out, if you're
asked for a nunber of conplaints, why would you
respond with a list of work orders?

MR. FRIEDVMAN.  They -- and it was -- |
understand fromstaff that was not over one year;
it was over those -- that four- or five-year

period, those 66 were.
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COMW SSI ONER FAY: Ckay. So, that -- just for
clarification, your position is correct that staff
IS saying, wthin those four years, it's 66; not
wthin --

MR, FRI EDVAN:  Yeah, | wasn't --

COW SSI ONER FAY:  Ckay.

MR, FRIEDVAN. Yeah, it's not sonething | had
focused on before --

COW SSI ONER FAY:  Ckay.

MR, FRIEDVMAN. -- we're sitting down here
t oday because nobody had -- had raised that issue.

COW SSI ONER FAY:  Yeah, | guess --

MR. FRIEDVAN: And so, | haven't anal yzed
those 66 to see, you know, what those 66 work-order
conpl ai nts invol ved.

And sone -- you know, if sonmebody calls and
says, you know, there's a line break, | guess
that's a conplaint. |f sonebody calls and says,
you know, cone reread ny neter, | mean, | guess
it's a conplaint.

| mean, | -- | think a lot of that woul d be
maybe better characterized as inquiries, but we
haven't characterized those 66 over that four-year
period --

COMWM SSI ONER FAY:  Yeah, thank you.
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MR. FRIEDVAN. -- one way or the other.

COMM SSI ONER FAY:  Yeah.

MR. FRIEDMAN: And | don't think of 66 over
four years is a -- is a --

COMWM SSI ONER FAY: Maybe staff can answer ny
question. So, you request the nunber of
conplaints. Is it typical for a utility to not
gi ve you the nunber of conplaints, to give you work
orders in response to those conplaints and --
because | -- | would presune that the nunber of
wor k orders al nost could potentially | ook worse
or -- or create a different picture than the nunber
of conmplaints. So, | don't know why soneone woul d
want to include those.

M5. KNOBLAUCH: Correct. So, in response to
the mnimumfiling requirenents, the MFRs, they
provided the 66 work orders. And | believe the
MFRs just request the conplaints in the test year.

| think the previous quality-of-service rule
requested the test year and five years prior where,
now, we just limt it to the secondary
conplaints -- or secondary quality standards.

So, I"'mnot sure why they provided the
additional years, but | believe the rule just

requests the one year and they provided from 2014
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1 t hrough the test year.

2 COW SSI ONER FAY: Okay. Thank you.

3 CHAI RMVAN GRAHAM  Conmi ssi oner C ark.

4 COMM SSI ONER CLARK: M. Chairman, |I'mfixing

5 to go way beyond ny |l evel of expertise and I'm

6 going to ask it to -- to staff. And maybe, if

7 there's not a sinple answer to this question, |'m

8 going to forget it, we'll nove on.

9 The used-and-useful cal culation -- when you

10 | ook at the lot-count nethod -- and -- and for

11 exanple -- in M. Friedman's exanple, you run a

12 mle of line to get to one house. There's 50 lots
13 in between it. You' re not getting credit for the
14 ability to serve those | ots.

15 s there a calculation in which the capacity
16 of the systemis calculated in that? Let's say, if
17 you were running a -- aline a mle to serve one

18 house, you would need a two-inch line, but if you
19 were taking into account all the lots that you

20 coul d serve out of that, you would have installed a
21 six-inch line or a eight-inch line. So, you have a
22 hi gher cost of installation for that particul ar

23 system-- is that calculated in the used-and-useful
24 cal cul ati on anywhere? | knowit's not in the |lot-
25 count method, but if we use M. Friedman's exanpl e,
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1 would it?

2 MS. KNOBLAUCH: Correct. So, like the

3 traditional |ot count, you would not account for

4 t hat .

5 COWM SSI ONER CLARK:  Ri ght.

6 M5. KNOBLAUCH. But | wll say, for Placid

7 Lakes, three -- three rate cases ago, they're using

8 a non-traditional method, so they're not using the

9 traditional lot count. So, they are actually

10 taking into account the size of the lines as well
11 as the original cost.

12 So, for this one, specifically, staff decided
13 that any transmi ssion lines -- so, anything greater
14 than six inches or above -- is a hundred percent.
15 So, they are trying to account for sone of that,

16 that those transm ssion |lines are needed.

17 COMWM SSI ONER CLARK: M. Friedman, woul d you
18 agree with that?

19 MR. FRIEDVAN. Well, that's the transm ssion,
20 but not the -- not the distribution lines. And I
21 agree with you on that, but -- but you know, as a
22 practical matter if sonebody decided they wanted to
23 build a house on -- on Lot No. 77, and it's in the
24 utility service area, | don't think the utility can
25 tell themthey can't build on Lot 77. And it
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1 doesn't make sense to run a two-inch line or
2 three- -- three-quarter-inch line to Lot 77 and
3 then, all of a sudden, lot 6- -- 76 wants to be
4 built on. You go, it's not enough; 1've got to
5 buil d a bigger I|ine.
6 And that's why the -- one of the reasons why
7 that |ot-count nethod doesn't work.
8 COMM SSI ONER CLARK:  Right. That -- that was
9 my exact point | was trying to nake --
10 MR. FRI EDMAN: Yes, sir.
11 COMM SSI ONER CLARK:  -- is that you -- you are
12 sizing that systemfor future gromh. How do you
13 get the -- how do you account for that in the
14 accounting of what goes into the revenue
15 requirenents. Let's say it needed that -- one
16 house needed a two-inch line, but you put a six-
17 inch line in that place, not for -- not for
18 transm ssion, but for distribution, do you get the
19 full value of the six-inch |[ine or do you get a
20 value for a two-inch [ine?
21 MR. FRI EDVMAN:.  You get the full value for
22 the -- for whatever line you put in -- | nean,
23 value, as in, you get a return on that
24 I nvest nent - -
25 COVM SSI ONER CLARK:  Ri ght.
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1 MR. FRIEDVAN. -- for whatever size |line you
2 made it and -- and assuming it's a reasonabl e-sized
3 line. | think that there -- nmay be appropriate to
4 adjust that if sonebody, you know, did sonething
5 t hat was unreasonable, but there's no -- there's no
6 contention in this case that any of the line sizing
7 in this systemwere -- are unreasonabl e.
8 COW SSI ONER CLARK:  So -- so, would there be
9 any -- any concession to a cal culation that said,
10 okay, we're going to calculate -- you're going to
11 get 70 percent of that value up and to the point
12 that -- of that line -- of the value of the line up
13 until the point that the systemgrows out and fills
14 it?
15 MR. FRI EDVAN:  Yeah, you know, | -- and, of
16 course, you're going to ny -- ny basic phil osophy
17 on used-and-useful, which is that -- that the water
18 i ndustry m cromanages used-and-useful |ike no other
19 utility industry that we have, even though the --
20 the statute is basically the sanme used-and- usef ul
21 | anguage for all -- all industries, and we
22 m cromanage it for water and wastewater. And | --
23 and | don't think it's appropriate to do that.
24 | think you need to | ook at the lines and say,
25 iIs what they did reasonable to serve their service
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1 area and are there any areas that are undevel oped
2 that -- that shouldn't be -- have a big line to
3 them and that's not the case here.
4 Every -- every foot of line in this system
5 di stribution system is needed to serve the
6 exi sting custoners. And -- and nobody -- | said,
7 nobody has contended that there's anything done
8 from an engi neering standpoint that -- that is
9 unreasonable. So, we can't take out that section
10 of Iine between Lots 70 and 76.
11 COMWM SSI ONER CLARK:  Thank you - -
12 MR, FRI EDMAN:  Thank you.
13 COMWM SSI ONER CLARK:  -- very nuch.
14 CHAI RMVAN GRAHAM  Conmi ssi oner Pol mann.
15 COW SSI ONER PCLMANN:  Thank you,
16 M. Chairman.
17 "' m concerned that we're off in the weeds
18 here, but there's a -- and |'m about to nove the
19 entire -- the entire itemafter I nmake one nore
20 comment because | think, if we proceed in the
21 manner that M. Friedman is suggesting, | think
22 there's a horrible precedent.
23 And 1"l just nmake one comment as to why that
24 woul d be the case and |'m going to reconmmend
25 that -- that the Comm ssion accept all the issues
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1 here, but I want to -- | want to put on the record
2 why we should not do what M. Friedman is
3 suggesting. And that is -- well, twofold.
4 First of all, M. Knoblauch just explained to
5 Conmm ssioner Clark that, according to the normal
6 way of -- of accounting for the |ot-based
7 calculation -- and in reviewing, in-- in ny
8 briefing with staff on this, the used-and-usefu
9 woul d -- woul d have been a much | ower percentage
10 than they had al ready been granted several years
11 ago. They're currently at 79 percent. So, what
12 M. Friedman is asking for is a hundred percent.
13 So, it's not like they're at 40 percent, which
14 woul d have been a different type of calculation, 40
15 or 50 percent. So, they are a non-traditiona
16 met hod. So, they've already been granted that in
17 prior -- in prior rate cases. So, that's one
18 poi nt .
19 The second is, if they're granted a hundred
20 per cent used-and-useful, based on just saying,
21 well, this is the only way that it can be done --
22 that inplies to ne that a -- a devel oper can sinply
23 go out and put pipe in the ground by any nethod, by
24 any engi neering design, by any -- by any neans
25 what soever wi thout regard to how the -- the
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devel opnment, the housing, would -- would be brought
in, in phasing or whatever, and cone to us and say,
well, | put all this in the ground; | deserve to
earn a return on it. Period. End of story.

Whet her or not the houses are -- are ever --
the lots are ever sold, then there is no
nmet hodol ogy. That is a precedent that -- that, in
nmy suggestion to the Conm ssion, we do not want.
That throws out the -- the entirety of the used-
and-useful. It automatically becones a hundred
per cent used-and-useful if it's never used. Then
there's no basis. So, | would strongly suggest
that that not be the case.

To sinply say, well, we put the plunbing in
wlly-nilly, and it's all connected to everything,
we haven't engineered this such that there are
segnents that are valved off and -- and there's no
houses in this particular segnent, however snall
they may be, and we're snmart about it and we
designed it in such a way that segnents can be
di sconnected -- well, that's just the way we did
it, so, therefore it's all used-and-useful -- that
makes so sense to ne.

So, | would recommend -- and, in fact,

M. Chairman, | would approval of all issues
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1 according to staff recommendation. And if there's
2 anything else that staff needs to bring this to
3 closure, | would include that.
4 CHAIl RVAN GCRAHAM  It's been noved and second,
5 all issues.
6 Did -- did you have anything that you want to
7 add? Roll the dice if you w sh.
8 MR. FRIEDVAN:. Yeah, | just -- ny only conment
9 woul d be that -- and believe it or not, | agree
10 w th Comm ssioner Polnmann. |f that were the facts,
11 | woul d agree with Comm ssioner Polmann, but that's
12 not the facts in this case.
13 Thank you.
14 CHAI RMVAN GRAHAM  Okay. Any further
15 di scussi on?
16 Seei ng none, all in favor, say aye.
17 (Chorus of ayes.)
18 CHAI RMAN GRAHAM  Any opposed?
19 By your action, you have approved the notion
20 of staff recomrendati on.
21 Thank you very nuch.
22 (Agenda item concl uded.)
23
24
25
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