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1                      Hearing Proceedings

2                           July 8, 2014

3                         PROCEEDINGS

4   THE HEARING OFFICER:  Good morning,

5 everyone.  My name is Melanie Reif .   I  serve as the

6 administrat ive law judge for the Utah Public Service

7 Commission.  This morning is a hearing in Docket 14-2195-T01

8 entit led In the Matter of  Hi-Country Estates Homeowners

9 Associat ion's Updated Tarif f  to Comply with the Commission's

10 May 5, 2014, Report and Order.  Let 's start by taking

11 appearances, please.

12   MR. SMITH:  Thank you.  Craig Smith and Adam

13 Long are here on behalf  of  Hi-Country.  We also have one of  our

14 board members, Randy Crane, who is here with us, as well.

15   THE HEARING OFFICER:  Thank you, Mr. Smith.

16   MS. SCHMID:  Patricia E. Schmid with the AG's

17 Off ice with the Division.  And with me is Shauna

18 Benvegnu-Springer, the Division's witness.

19   THE HEARING OFFICER:  Welcome, everyone.

20 Thank you so much.  As noted in the notice for the hearing this

21 morning, we've asked that the part ies come prepared to provide

22 test imony, clari f icat ion, and/or addit ional information requested

23 in the June 6, 2014, order on whether Hi-Country's proposed

24 tarif f ,  which was f i led on May 15, 2014, in this docket should be

25 approved by the Commission.  And, so, that is the scope of  this
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1 hearing.

2   Mr. Smith, would you l ike to--did you have

3 something that you needed to address?  I 'm sorry I  caught you

4 off  guard.

5   MR. SMITH:  No.  You're f ine.  We would be happy

6 to kind of  give an overview.  I f  you would l ike, I  would have Mr.

7 Long do that.   We have been in contact with the Division since

8 their recommendation came out.  And I think we've resolved a

9 number of  the issues that they have had concerns about.

10   THE HEARING OFFICER:  Okay.  Now, in the order

11 that was issued by the Commission on the 6th of  June, the

12 concerns of  the Division are l isted there, as well  as

13 concerns--addit ional concerns, which start on page .4 of  the

14 Commission.  And because we'l l  be taking this opportunity for

15 test imony, clari f ication, and/or addit ional information, we can

16 proceed item by i tem, i f  you wish, or i f  you have something that

17 you propose to the Division and you wish to address that,  or i f

18 the Division wishes to respond to conversations that you've

19 already--or however you think this could be addressed most

20 eff icient ly is ent irely-- i t  is your tari f f ,  so I  wanted to give you

21 that opportunity.

22   MR. SMITH:  Okay.

23   THE HEARING OFFICER:  Also, just to be clear,

24 has there been a withdrawal of  the tari f f  and a revised tari f f

25 f i l ing.
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1   MR. LONG:  We haven't  f i led one.  We have a

2 version showing changes f rom the tari f f  that we f i led on May 15. 

3 And that was prepared mostly for discussion with the Division.  I

4 propose that we discuss that together today, as far as changes

5 go, to comply with the suggestions of the Division and the

6 Commission.

7   THE HEARING OFFICER:  Okay.  And, Mr. Long,

8 has that been f i led with the Commission?

9   MR. LONG:  No, not yet.  I  have copies here.

10   THE HEARING OFFICER:  Okay.  And, so, how do

11 you wish to proceed?  Do you wish to hand that out and go over

12 that as your proposed revised tari f f  or--

13   MR. LONG:  I f  that 's acceptable, I  think that would

14 give us at least something to discuss and we can look at the

15 changes that the Company has made.  And there are a few

16 issues that we need Commission input on as to how the

17 Company should proceed.  The Company's overal l  goal is to do

18 this as quickly and painlessly as possible, more or less.

19   THE HEARING OFFICER:  Let 's back up just a l i t t le

20 bit  to make sure there's no misunderstanding about the order

21 that was issued on the 6th of June.  That order, in part,  as I

22 mentioned, goes through the concerns that the Division raised. 

23 And it  also addresses concerns of the Commission.  Right now,

24 all  the Commission has before i t  is what was f i led on the 5th of

25 May and--or excuse me--on the 15th of  May.  And that is what is
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1 presently being proposed and that 's presently what we're here to

2 discuss.  So, i f  there's been a withdrawal of  that and a ref i l ing

3 of something else, I  think that that 's appropriate.  But aside

4 from that, i f  there are concerns or clarif ication that you need

5 with respect to the Commission's order, please let me know if

6 there is something that you're not clear about.  But that 's the

7 purpose of  this hearing is to give you the opportunity to explain,

8 et cetera, clari fy what i t  is that you have proposed presently.

9   MR. LONG:  Okay.  The Company does have

10 changes to the tari f f  that was f i led previously primari ly--primari ly

11 in response to the Division's concerns and the Commission's

12 concerns.

13   THE HEARING OFFICER:  Okay.  Ms. Schmid, let

14 me ask you, i f  I  may, please, inasmuch as you've been in

15 contact and the Company has been in contact with you, do you

16 see a reasonable way of  addressing this?  And I think what I 'm

17 asking is, have the Division's concerns been addressed?

18   MS. SCHMID:  Most of  the Division's concerns have

19 been addressed and resolved.  There are a few open questions

20 that remain af ter we have discussed and a redl ine has been

21 prepared.  And those questions, we suggest, be submitted to the

22 Commission for decision.

23   THE HEARING OFFICER:  Okay. Unfortunately, we

24 don't  have those before us right now.  So, this hearing is

25 scheduled on what was f i led on the 15th.  And inasmuch as that
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1 hasn't been withdrawn and a proposed ref i l ing, that 's why the

2 order was writ ten the way it  was and why we wanted to meet to

3 discuss that f i l ing.  Mr. Smith.

4   MR. SMITH:  Let me suggest this.  I  think the

5 outl ine that Mr. Long was just discussing or the redl ine, I  should

6 say, that he was just discussing is a good way to kind of

7 address i tem by item the i tems that the Division's concerns and

8 the Commission's concerns.  I  think that wil l  help show that I

9 think--as Ms. Schmid said, I  think we have resolved most of

10 those and we are prepared to f i le--withdraw and f i le a tari f f .  

11 There are a couple, maybe one or two, issues that have not

12 been--we don't  feel l ike we have resolved them and would l ike to

13 have input f rom the Commission on that one or two issues. 

14 They aren't  major issues.

15   And, f rankly, you know, we could l ive with either

16 way that--either how the Division would l ike to see it ,  or how we

17 propose it  on those remaining one or two issues.  But I  think we

18 could use today to at least narrow down to those one or two

19 issues and point out what we propose to f i le to resolve both the

20 Commission and the Division's concerns on al l  of  the other

21 items.

22   THE HEARING OFFICER:  Okay.  Ms. Schmid, does

23 that sound acceptable to you?

24   MS. SCHMID:  Yes, i t  does.

25   THE HEARING OFFICER:  Okay.  Al l  r ight.  So, Mr.
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1 Smith, i f  I 'm fol lowing you correct ly, what you' l l  do is you' l l

2 fol low the order that the Commission has laid out and address

3 item by i tem.

4   MR. SMITH:  That 's correct.

5   THE HEARING OFFICER:  And soon to the extent i t

6 faci l i tates that explanation or discussion, you' l l  use what you

7 brought with you today.

8   MR. SMITH:  That 's correct.

9   THE HEARING OFFICER:  Okay.  I  think that

10 sounds reasonable.  Let 's proceed in that manner.

11   MR. SMITH:  Thank you.

12   THE HEARING OFFICER:  Mr. Smith and Mr. Long,

13 let 's begin by marking this as an exhibit  just for--maybe

14 discussion exhibit .

15   MR. SMITH:  Thank you.  That 's a great idea.

16   THE HEARING OFFICER:  Okay.  So, I ' l l --

17 if  i t 's acceptable to you, I ' l l  cal l  this Company's Discussion

18 Exhibit  No. 1.

19   MR. SMITH:  Thank you.

20   THE HEARING OFFICER:  And I ' l l --you may

21 proceed.

22   MR. LONG:  Certainly.  So, this exhibit  shows

23 changes--proposed changes to the tari f f  f i led on May 15.  I

24 might suggest that we go through the Commission's order that

25 includes both the Division's concerns and the Commission's
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1 concerns and discuss how those are proposed to be addressed

2 by the Company.

3   THE HEARING OFFICER:  Thank you, Mr. Long. 

4 That sounds excellent.

5   MR. LONG:  On page .2 of the Commission's order

6 No. 1 is a paragraph added by the Company to the tari f f  that in

7 the exhibit  we propose to simply remove.  In the Company's

8 opinion, that was a clari fying statement but not necessary.

9   THE HEARING OFFICER:  Okay.

10   MR. LONG:  Number 2 on page .2 of  the

11 Commission's order.

12   THE HEARING OFFICER:  Mr. Long, just one

13 moment.

14   Ms. Schmid, just for ease of  procedure, would you

15 like an opportunity to interject af ter each one of  these or do you

16 want to summarize your posit ion at the end?

17   MS. SCHMID:  Perhaps we can interject as we go

18 along so we're discussing the same thing. We wil l  not have

19 many interject ions.

20   THE HEARING OFFICER:  Okay.  To that extent,

21 then--and thank you for that clari f icat ion--I  would l ike to go

22 ahead and swear in Ms. Benvegnu-Springer.  Excuse me, I 'm not

23 quite gett ing that right,  but I 'm trying.  And so, Ms. Springer,

24 let 's swear you in, i f  you would please raise your r ight hand. 

25 And do you swear that the test imony you're about to give is the
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1 truth?

2   MS. BENVEGNU-SPRINGER:  I  do. 

3   SHAUNA BENVEGNU-SPRINGER, having been f irst

4 duly sworn, was examined and test if ied as follows:

5   THE HEARING OFFICER:  Thank you. Mr. Smith,

6 do you intend to cal l  a witness today with respect to any of  your

7 presentat ion?

8   MR. SMITH:  We may, but we're not sure at this

9 point.

10   THE HEARING OFFICER:  Well,  in the event you

11 do, let 's go ahead and swear in your witness or witnesses.

12   MR. SMITH:  Okay.  That would be Mr. Crane.

13   THE HEARING OFFICER:  Mr. Crane, thank you for

14 being here this morning, sir.   You're welcome to have a seat at

15 the table, i f  you wish.

16   MR. CRANE:  Okay.

17   THE HEARING OFFICER:  I t 's up to you wherever

18 you're more comfortable.  So, I 'm going to go ahead and swear

19 you in, i f  you would kindly raise your r ight hand, please.

20   Do you swear the test imony you are about to give is

21 the truth?

22   MR. CRANE:  I  do.

23   THE HEARING OFFICER:  Thank you very much. 

24 You both have been sworn in.  And that wil l  carry out for the

25 entire hearing.  And, so, with that,  let 's continue.
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1   And, Ms. Schmid, I ' l l  leave it  up to you to make it

2 clear to me when you're ready to make your concerns, or what

3 have you, and we can have Ms. Springer also test i fy.  And if  you

4 just want to say that is acceptable or that would be helpful to

5 have that on the record.

6   MS. SCHMID:  We wil l  do that.

7   THE HEARING OFFICER:  Okay.

8   MS. SCHMID:  Thank you.

9   THE HEARING OFFICER:  So, we've had just one

10 paragraph of  the tari f f  discussed.

11   MS. SCHMID:  And the Division f inds the

12 Company's proposed change acceptable.

13   THE HEARING OFFICER:  Okay.  Thank you.

14   MR. LONG:  On page .2 of the Commission's order,

15 Paragraph 2, the Division recommended that the Company

16 restore i ts original language as far as cost al location for water

17 use for f ire suppression.  And in the redl ined version, this is--

18 the Company essential ly sees three instances or situat ions

19 where i t  would need emergency backup water.  So, those are a

20 lack of  supply and simply using more water than the Company

21 can provide f rom its well  during the summer months.  The

22 second is extra water to correct contamination in the system. 

23 And the third, then, is f ire suppression.

24   And the Company proposes that obviously for the

25 emergency backup water due to lack of  supply, only the
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1 customers actually using water pay a port ion of  the share of  the

2 emergency backup water, and, l ikewise, to correct contamination

3 in the system.

4   Fire suppression, on the other hand, as the

5 Company believes i t  benef its everyone in the neighborhood,

6 whether they're an act ive water company customer or on their

7 own well or even a undeveloped lot.   The Company believes

8 everyone benef its f rom water use for f ire suppression and

9 proposes to al locate the cost equally across all  customers

10 standby and act ive.

11   MS. SCHMID:  The Division would l ike to address

12 this issue.

13   MS. BENVEGNU-SPRINGER:  In the previous

14 tarif f -- in the previous tari f f  that was f i led, Paragraphs A, B, and

15 C of  sect ion 4 on page .5 were consolidated into one.  And,

16 again, we are recommending that that original language be

17 replaced.  What they're doing is they are-- init ial ly was that

18 these charges for emergency was only for those that were being

19 used as act ive customers.  I t  wasn't  for both water users and

20 standby customers.  I t  doesn't  al low for a standby customer to

21 have an opportunity to--because they're not using any water for

22 support for,  say, the customer--i t 's being brought against al l

23 customers rather than--i t 's being brought against act ive and

24 standby customers rather than just those customers that are

25 using water.
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1   I t  is true that some customers have their own well .  

2 And, so, they're using their own well  to f ight f ires.  We

3 recommend that the original language be placed back.

4   THE HEARING OFFICER:  Ms. Springer, this is a

5 fol low-up to your test imony.  Was there anything in the rate

6 change application or discussion at the hearing that this was a

7 proposed change?

8   MS. BENVEGNU-SPRINGER:  No, there was not.

9   THE HEARING OFFICER:  Okay.  Mr. Smith, I 'm

10 sorry.  I  didn't  give you an opportunity to ask any fol low-up

11 questions before I  jumped in there. You're welcome to, i f  you

12 wish.

13   MR. LONG:  I  think Mr. Crane may want to address

14 the situation of  the f ire suppression and customers with their

15 own wells.

16   MR. CRANE:  There has been testimony by one

17 individual that he has suf f icient water to f ight a f ire.  That is

18 incorrect.  The f ire department wil l  move him of f  his property i f --

19 by force i f  i t 's required to get him out of  the area. So, he wil l  not

20 be able to use one of his wells nor his water f rom his well .

21   I f  we do have a f ire up there, more than l ikely the

22 power wil l  be shut of f  because it  wi l l  burn the l ines down.  We

23 do have exposed l ines. So, that basis is not a val id situat ion. 

24 The only place that we are going to have suff icient f ire

25 suppression water is f rom our l ines, our well ,  and from
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1 Herriman's connect.  That is a benef it  to everybody, al l  lot

2 owners.  And it 's no dif ferent than in the city where i f  there's a

3 f ire, everybody basical ly pays for the water to suppress that f ire.

4   That being said, i f  we are going to divide basical ly

5 those f rom who pay for i t  and those who do not pay for i t ,  then

6 the idea wil l  come down is, why should we suppress f ire on their

7 property when they are not paying for i t?  I t  is a matter of

8 basical ly paying for the services that you are receiving.  I t 's the

9 same with the police. If  you are not paying for their service,

10 they're not going to come out and basical ly do their job. We do

11 not have what you would call  pol ice protect ion in Hi-Country for

12 speeding because we're private.  I f  we were in the country and

13 on roads, they wil l  pick you up for speeding.  So, i t 's a situation

14 where you need to pay.

15   MR. SMITH:  Can I ask Mr. Crane--I  just want to

16 clarify something.  Mr. Crane, there are f ire hydrants in

17 Hi-Country.

18   MR. CRANE:  Correct.

19   MR. SMITH:  And what are those f ire hydrants

20 connected to?

21   MR. CRANE:  To our water system and only to our

22 water system.

23   MR. SMITH:  Thank you.  I  think we've covered the

24 point,  so--

25   THE HEARING OFFICER:  Okay.  Mr. Crane, just a
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1 fol low-up to I  think the analogy that you were trying to draw

2 between the f ire--or excuse me--between the water company

3 and the police department.  W il l  the police respond to your

4 neighborhood?

5   MR. CRANE:  They wil l  respond, but they won't

6 respond for traf f ic violat ions.

7   THE HEARING OFFICER:  Okay.  But for an

8 emergency, say there's a domestic dispute happening in one

9 part icular residence, do they discriminate between houses?

10   MR. CRANE:  No, they do not.

11   THE HEARING OFFICER:  Okay.  Ms. Schmid, do

12 you have any fol low-up questions for Mr. Crane?

13   MS. SCHMID:  Ms. Springer has some addit ional

14 comments.

15   THE HEARING OFFICER:  Okay.  Please go ahead.

16   MS. BENVEGNU-SPRINGER:  In Paragraph B--in

17 Paragraph A, i t  states that the charge for domestic use when

18 they're using emergency water wil l  be charged to customers

19 using water.  So, i t  wi l l  not be charged to customers using

20 stand--that are on standby.  So, I  think that part is clear.

21   In sect ion B, i t  states that this secondary source

22 charge wil l  be divided among all  act ive customers.  And I think

23 we need to clari fy that,  as i t  should be either water users, those

24 receiving water use, and not all  act ive as that could be strewed

25 as water users and standby.
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1   THE HEARING OFFICER:  Okay.

2   MS. BENVEGNU-SPRINGER:  In sect ion C, i t  is

3 clari f ied that i t  is for both active and standby.  So, I  think the

4 language needs to be consistent as either water users and

5 standby, whether then water users or act ive.

6   THE HEARING OFFICER:  Mr. Long.

7   MR. LONG:  The Company has no object ion to a

8 change l ike that.

9   THE HEARING OFFICER:  Okay.  So, with those

10 changes, would that resolve your concerns?

11   MS. BENVEGNU-SPRINGER:  That would.

12   THE HEARING OFFICER:  Okay.

13   MR. LONG:  So, i f  I  can clari fy, Ms. Springer's

14 requesting that we change in Paragraph 4(b), change act ive

15 customers on the third l ine to customers using water l ike

16 Paragraph (a).

17   MS. BENVEGNU-SPRINGER:  Correct.   And, then,

18 Paragraph C would read both water users, customers using

19 water and standby customers.

20   THE HEARING OFFICER:  So, rather than saying

21 active and standby.  Okay.  So, with those changes, the Division

22 is sat isf ied.  Is that my understanding?

23   MS. BENVEGNU-SPRINGER:  Yes.

24   THE HEARING OFFICER:  Okay.  Thank you. Mr.

25 Long, please continue.
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1   MR. LONG:  On page .2 of the Commission's order

2 on Paragraph 3, the Division points out the addit ion of

3 Paragraph 16 and 17, the--and this is on page .7 of  the redl ine

4 tarif f .   The act ive meter replacement fees is Paragraph 16 and

5 the outside service connection review deposit  is Paragraph 17. 

6 And the Division recommended that the Company clari fy the

7 outside service connection review deposit  to state the fee wil l

8 be subject to a, quote, true up, essential ly refunding any amount

9 of  the deposit  that is in excess of  what the cost the Company

10 actually incurs.  And the Company has attempted to make those

11 changes in this discussion Exhibit  No. 1.

12   So, Paragraph 17 on page .7 essential ly def ines the

13 outside service connection view deposit.   And Paragraph C(3)

14 on the top of  the next page or rather--sorry, at the bottom of  the

15 next page, the Company has added language toward the bottom

16 of Paragraph 3 on page .8 that states, "And the excess of  the

17 deposit  shall  be returned to the applicant,"  as requested by the

18 Division.

19   MS. SCHMID:  The Division does have some

20 concerns with Paragraph C(3), but we' l l  discuss those when we

21 get there, but does recognize and approve of  the addit ion of  the

22 language "And the excess of  the deposit  shall  be returned to the

23 applicant."

24   THE HEARING OFFICER:  Okay.  So, Ms. Schmid,

25 your concerns are regarding other aspects of  the paragraph.
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1   MS. SCHMID:  Correct.

2   THE HEARING OFFICER:  Okay.  Al l  r ight.  We'l l

3 come back to that.   And if  for some reason we get of f  track,

4 please bring us back to that point.

5   MS. SCHMID:  Yes.

6   MR. LONG:  On page .2 of the Commission's order,

7 Paragraph 4, the Division recommended removing the language

8 that states "Including connections to those customers using

9 water under the well  lease," based on the Commission's prior

10 order.  And the Company has made that change on page .12 of

11 the discussion exhibit ,  Paragraph 13(a), that language has been

12 deleted, as requested by the Division.

13   MS. SCHMID:  That is acceptable to the Division.

14   THE HEARING OFFICER:  Okay.  Thank you.

15   MR. LONG:  On page .3 of  the Commission's order,

16 Paragraph 8, the Division recommends to change to the tari f f

17 language that states, "Amendments, delet ions, and addit ions to

18 these rules and regulat ions are proposed by the company board

19 of directors and approved by the Public Service Commission."

20   MS. SCHMID:  And that change is acceptable to the

21 Division.

22   THE HEARING OFFICER:  Thank you.

23   MR. LONG:  And that is on page .17 of  the

24 discussion exhibit  at the bottom.

25   On page .3 of the Commission's order, Paragraph 9,



                                                              Hearing Proceedings   07/08/14 19

1 the Division suggests changing second source backup water to

2 emergency backup water rate.  And the Company has made that

3 change.

4   MS. SCHMID:  Acceptable to the Division.

5   THE HEARING OFFICER:  Thank you.

6   MR. LONG:  On page .3 of the Commission's order,

7 Paragraph 10, another language change suggested by the

8 Division changing return check fee to insuf f icient funds fee. 

9 And that change has been made, as requested by the Division.

10   MS. SCHMID:  And is acceptable to the

11 Division--oh, wait .   Pardon me.

12   MS. BENVEGNU-SPRINGER:  Going over to page .7

13 of the Company's exhibit ,  I  have No. 15, the t i t le return check

14 fee should be also changed to insuf f icient funds.  And I bel ieve

15 the wording should be changed that when a monetary instrument

16 is returned to the Company, because there are numerous types

17 of monetary instruments, not just the check at this point,  for

18 insuf f icient funds, then the customer won't  be charged for the

19 amount plus.  So, I  think this language needs to be reworked.

20   THE HEARING OFFICER:  Are there any other

21 changes that you would l ike to see, Ms. Springer, other than the

22 two that you mention?

23   MS. BENVEGNU-SPRINGER:  That is al l .

24   THE HEARING OFFICER:  Okay.

25   MR. LONG:  The Company has no object ion to
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1 those changes.

2   THE HEARING OFFICER:  Okay.  And with those

3 changes--

4   MS. SCHMID:  That wil l  be acceptable to the

5 Division.

6   THE HEARING OFFICER:  Thank you.

7   MR. LONG:  And paragraph--or page .3 of  the

8 Commission order Paragraph 11 on the BLM rate schedule

9 changing the term check fee to insuf f icient funds fee.  And that

10 change has been made.

11   MS. SCHMID:  That 's acceptable to the Division.

12   THE HEARING OFFICER:  Thank you.

13   MR. LONG:  On page .3 of  the Commission's order,

14 Paragraph 12, the Division suggests changing second source to

15 emergency backup water.  And that change has been made.

16   MS. SCHMID:  And is acceptable to the Division.

17   THE HEARING OFFICER:  Thank you.  I 'm not sure

18 I 'm seeing that--oh, yes, I  do.  Okay.  Thank you very much. 

19 Please proceed, Mr. Long.

20   MR. LONG:  On page .4 of  the Commission's order,

21 the Division suggests adding language addressing the

22 mechanics of the Company's capital reserve fund and

23 essential ly how deposits to that fund are made on what

24 schedule.  This is one of the issues where the Company and the

25 Division st i l l  have some disagreement as to the precise
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1 language.  And the Company previously f i led a response to the

2 Division's comments proposing to change it  to the capital

3 reserve language.  And that capital reserve language is on page

4 .18 of the discussion exhibit .

5   And if  I  can provide a brief  overview and perhaps

6 Mr. Crane can provide some clari f icat ion. The Division's

7 proposed language essential ly requires the Company to

8 make--to calculate and make a deposit every month in the

9 amount--we' l l  cal l  them the overage fees so that the water rates

10 above the base $0.54 per thousand gallons as in compliance

11 with the Commission's previous order.

12   The Company's concerned that that isn't  an overly

13 onerous requirement, part icularly in l ight of  the relat ively small

14 dollar amounts we're talking about.  And instead the Company

15 suggests making est imated deposits into the capital reserve

16 account every month and then performing a reconcil iat ion at the

17 end of  the year and adjustment as required.  That way the

18 Company ends up with the same amount in the capital reserve

19 account, but have saved dozens of hours of  accounting t ime in

20 gett ing there.  And as the Commission knows, the Company

21 outsources al l  of  i ts accounting and most of  i ts operat ions to

22 Herriman City.  And the Company's goal is to make this as l ight

23 of a burden on Herriman's water department staf f  as possible.

24   THE HEARING OFFICER:  Mr. Long, just for

25 clarif icat ion, so is i t  Herriman that would be taking on this



                                                              Hearing Proceedings   07/08/14 22

1 responsibi l i ty f rom al l  perspectives, that they would be

2 deposit ing the money, that they would be accepting the money,

3 they would be deposit ing the money, and then doing the

4 reconcil iat ion at the end?

5   MR. LONG:  Herriman def initely col lects the money. 

6 The Company's concern is that i f  the Company is required to

7 fol low the language proposal of  the Division, i t  may require the

8 Company to hire i ts own bookkeeper or accountant to make

9 those calculat ions for Herriman just so as to not add that extra

10 work to Herriman staff .   So, the Company has proposed this

11 language, essential ly,  performing a reconcil iat ion once at the

12 end of the year and adjust ing, as necessary, in order to make

13 that as l ight of  a burden as possible.

14   THE HEARING OFFICER:  So, what would happen

15 if  at the end of  the year Hi-Country wasn't able to come up with

16 the money that is required for reconcil iat ion?

17   MR. LONG:  That is a risk--I  think that r isk is

18 mit igated by Hi-Country making est imated monthly payment. 

19 So, the risk is there only to the extent Hi-Country's est imated

20 deposits into the reserve account are material ly dif ferent f rom

21 what they should have been.

22   THE HEARING OFFICER:  And as far as the

23 estimated amount--help me understand what you're proposing as

24 far as an est imate and how close is that to the actual amount?

25   MR. LONG:  I  think in this coming year, i t  might be
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1 slight ly more dif f icult ,  just because the Company hasn't  had

2 experience with the new rates. The Company, on the other

3 hand, does have many years experience on data and water

4 usage under the old rates.  And I bel ieve that could be used to

5 make a reasonable est imate.  And, then, going forward, that wil l

6 only get easier as the Company gathers more data on water

7 usage under the new rates.

8   In my opinion, while the risk might be larger in year

9 1 for under the new rates, I  think the Company can st i l l

10 successfully est imate the amounts that should be in the capital

11 reserve-- make those deposits.

12   THE HEARING OFFICER:  Is there any reason why

13 Herriman, in doing what they already do for the Company,

14 cannot add this to what they're already doing?

15   MR. LONG:  Yeah.  I  think Herriman has competent

16 accounting staf f  and they certainly have the capabil i ty of  doing

17 so.  Our concern is that it  adds a signif icant burden on

18 Herriman's accounting staf f  without any real benef it  to the

19 Company or its customers.  So, our proposal is to make

20 estimated payments under the theory that making those

21 estimated deposits reserve account every month, with a

22 reconcil iat ion at the end of the year, leaves the Company in the

23 exact same posit ion i t  would have been in had we done this on a

24 month-by-month basis, but it  saves, we expect, several dozen

25 hours of accountant t ime.
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1   THE HEARING OFFICER:  So, assuming your tari f f ,

2 just for the sake of  assumption, I 'm not saying anything about

3 what is going to happen, let 's say your tarif f  is made ef fect ive

4 August 1 and you are then required to comply with the provision

5 that you proposed, assuming that that 's a provision the

6 Commission would be wil l ing to accept, help me understand

7 what you mean by est imate.  What--how would the Division

8 know, for example, i f  they're reviewing or audit ing your pract ices

9 to know that you have set aside a suf f icient amount?  Is i t  an

10 amount that you decide--what kind of  calculat ion are you doing

11 to determine what that est imate is?

12   MR. LONG:  So, the Commission's prior order, as

13 you know, requires that the Company deposit  any water fees

14 above the amount--above the cost of  service, so i t 's $0.54 per

15 thousand gallons.  So, we'l l  cal l  these overage t iers.  So, the

16 dif ference between the overage t ier rate and the $0.54 would be

17 deposited in the reserve account.  And that's in compliance with

18 the Commission's order and the Division's suggested rates.  The

19 Company has data for years past as to how many customers and

20 which customers use precisely what amounts of water during

21 each month.

22   And based on that the Company can make an

23 estimate of  how much water wil l  be used and what customers

24 wil l  be paying and to what amount they'l l  be paying these

25 overage rates.  So, by using past data, the Company believes
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1 they can make a reasonable est imate of  the amount that i t  wi l l

2 col lect in any given month.

3   THE HEARING OFFICER:  Okay.  Mr. Long, just so

4 it  doesn't appear that Mr. Crane has not had an opportunity to

5 test i fy on these issues to the extent that you would l ike to give

6 him an opportunity to do so and to clari fy the explanation that

7 you've given already, I  certainly don't  want to preclude that and

8 he looks l ike he's wanting to say something, so I  didn't  want to--

9   MR. LONG:  Yes.  By al l  means, we would l ike to

10 have Mr. Crane's input on this issue.

11   THE HEARING OFFICER:  Okay.

12   MR. CRANE:  I  bel ieve that the one of the concerns

13 that the Company has--Hi-Country--

14 with Herriman doing this, we are already taxing them with our

15 water system, you know, they're doing this basically at cost.  

16 There is no prof i t  for them in what they're doing for us.  As we

17 add more and more i tems for them to do, i t  becomes more

18 onerous for them.  And there may be a t ime when they say

19 enough's enough and go f ind someplace else to get your

20 service.

21   We want to l imit  that.   We want to make sure we

22 stay a good customer, so to speak, a good partner in the water

23 system.  And we would not tax them with this requirement to

24 make that calculat ions.  We would have to go out and get an

25 accountant to do that and make sure i t  was done per the
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1 requirements.  That is a signif icant issue for us.  We want to

2 comply with the--these orders and def initely.  That 's why we're

3 in f ront of  you is we want to comply and we want to be under

4 your auspices, you know, for many, many years, but we couldn't

5 unti l  we got through with our legal batt le.

6   That being said, you know, as far as looking at

7 the--how much money would go into the reserve fund, you know,

8 we have been priming the HOA members for the last three years

9 that we were going to have to establish a reserve fund.  And it

10 was basically going to have to come out of  our HOA fees, mainly

11 to support what was required in addit ion to what we got f rom the

12 water system.  So, the owners up there understand that the

13 reserve fund is coming.

14   How we fund that has been the question, how do

15 we make a honest attempt at gett ing what we think should be

16 put into the fund every month.  I  think once the rates are in

17 place, we're actually going to see a reduced amount of  water

18 being used, because it 's more expensive.  That being said, I

19 believe that our est imates, based upon prior calculations, prior

20 usage, are going to be higher than what would actually be

21 required by i f  we went through and did an accounting.  So, an

22 adjustment at the end of  the year more l ikely is going to say we

23 have put more money away than we are required to.  And I think

24 that that 's proper. You know, we want to err on the posit ive

25 side.
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1   I f  there is a concern, we may increase that amount

2 by 10 percent or 15 percent, but I don't  want to take the money

3 that is going to be used for an accountant, say i t 's,  you know,

4 the f irst t ime through it 's going to be four or f ive hours, the

5 second t ime it  may be less and less and less, but over the year

6 you're looking at--I 'm going to say--

7 I 'm going to be really conservative--yeah, r ight--

8 maybe 60 hours at 50 bucks an hour, you know, you're talking,

9 you know, a bunch of  money that should have been in the

10 reserve fund or could have been in the reserve fund but is being

11 taken out because we have to have an accountant do the work.

12   The board, while i t  is more l ikely to do i t ,  we would

13 have our secretary, treasurer has his own company and he does

14 his own books and he's capable of  doing that.   You know, as

15 this society progresses, we have less and less t ime to put forth

16 to doing the things that normally we did as a board of  directors. 

17 We are truly trying to get to a point where we are only a board

18 of directors, not a board of  doers and having a management

19 company take care of the management of  the associat ion,

20 Herriman City taking care of  our water system and having our

21 attorneys take care of  our legal.   So, we're trying to get away

22 from where there's a signif icant requirement for t ime to be at

23 hearings l ike this, to be at hearings, you know, wherever or to

24 do the work and working with Herriman to make sure that

25 they've resolved the issues, you know, as far as the water
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1 system goes, whether i t 's one or the other.

2   So, you know, that is where this board has gone. 

3 We're trying to make it  so we can get more people involved in

4 being on the board.  The board has not changed in the last f ive

5 years, because nobody wants to deal with these issues. And in

6 order to get more people f rom our associat ion involved, we have

7 to make it  so they don't  have to deal with the day-to-day

8 activit ies, they don't  have to do the accounting.  They can look

9 at the accounting, do what a board of  directors real ly does or is

10 supposed to do, and oversee or make sure things are being

11 done correct ly, whereas if  you're doing the work, you know,

12 you're the worst checker in the world of  your own work.  So, you

13 know, that is what we're trying to do and why we think that this

14 is, you know, an onerous requirement.

15   THE HEARING OFFICER:  Thank you, Mr. Crane.

16   Ms. Schmid, I  have some questions for Mr. Crane. 

17 Do you have questions?

18   MS. SCHMID:  Just one.

19   THE HEARING OFFICER:  Okay.  I ' l l  let you go

20 f irst.

21   MS. SCHMID:  One procedural issue and then one

22 question.  So, may I go to the procedural issue?  To the extent

23 Mr. Long intertwined facts with his explanation, would i t  be

24 appropriate to have Mr. Crane adopt those facts as his

25 test imony so that could be evidence upon which the Commission
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1 could rely, or is that unnecessary?

2   THE HEARING OFFICER:  Is there any object ion to

3 that, Mr. Long or Mr. Smith?

4   MR. SMITH:  No object ion.

5   THE HEARING OFFICER:  Okay.

6   MS. SCHMID:  Thank you.  And, then, my question

7 is to Mr. Crane.  Has the Company talked with Herriman City

8 about the amount of  t ime and cost that would be incurred i f  the

9 Division's recommended capital reserve policy was

10 implemented?

11   MR. CRANE:  In detai l ,  no, but we have had

12 discussions with doing addit ional work and they are resistant to

13 that.

14   The other thing is we want--if --we would want a

15 second source--second party to do the accounting issues.  I

16 would feel more comfortable i f  that 's the case.

17   MS. SCHMID:  Why?

18   MR. CRANE:  Because I want somebody else to

19 check what 's going on.

20   MS. SCHMID:  In that l ight, is there not a need,

21 then, to have Herriman's work audited anyway?

22   MR. CRANE:  We do that once a year.

23   MS. SCHMID:  Okay.  Those are my questions, but

24 the Division, when it 's appropriate, does have some comments

25 on the capital issue.
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1   MR. CRANE:  Can I make a f inal comment on that? 

2 We do--okay.  We do a formal audit once a year.  But, as I  said,

3 the directors do overlook the reports that are sent to us on a

4 monthly basis f rom Herriman.  I t  isn't  l ike we just sit  there and

5 let them do their thing.  We do review the books.  And we have

6 found, you know, errors in how they put their funds and where

7 they charged. I t 's--you know, they end up being a non-issue, but

8 we do review what they send us and what the records show

9 once a month, basical ly.

10   Again, the idea is we don't  want to have to be the

11 ones doing the actual work.  We want to review the

12 documentat ion and say yea or nay. Again, I  don't want to have

13 to be the one that does the accounting.  I f  I  was being paid for

14 it ,  i t  would be a dif ferent story.  But, again, I 'm a layperson for

15 all  intents and purposes.  And we're doing this as a voluntary

16 service to our HOA.  And we're trying to get to a point where i t

17 doesn't  take a signif icant amount of  our t ime, because I 've got

18 other things to do just l ike everybody else, but this is my f ree

19 time.  And what I 'm giving up to be here, to be--to look over

20 reviews.  And the whole idea to come under the PSC is we were

21 hoping it  would be less onerous than what we had been going

22 through with al l  the legal and al l  the other things without adding

23 more work to our plate.

24   THE HEARING OFFICER:  Mr. Crane, thank you for

25 your explanation.  I  do have a few questions for you, please. 
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1 And to some extent, you've covered a bit  of  what I  had in mind

2 with the questions f rom Ms. Schmid.  And back to the--so, back

3 to the proposed language, inasmuch as you've indicated that

4 you don't  want to ask Herriman to do this extra bit  of  work, are

5 they famil iar with the proposed revised tari f f  language that you

6 have submitted this morning in the way of  discussion Exhibit  No.

7 1?

8   MR. CRANE:  I  do not believe they have reviewed

9 that.  We've had discussions with them on the previous how to

10 handle reserve funds.  And, again, they've been resistant.  

11 Again, they're doing this as--I 'm going to say as a favor for

12 Hi-Country.  They're not making any money. They're covering

13 their cost,  so they're trying to minimize their exposure to this.  I f

14 it  gets to a point where i t  becomes so onerous to them that they

15 have to hire another person to do our work as well  as their work,

16 I think they wil l  say we're done, f ind somebody else.

17   THE HEARING OFFICER:  Okay.  And with respect

18 to the kind of  work that you've asked them to do previously and

19 they said no, what was that that you asked them to do?

20   MR. CRANE:  We've been discussing doing the

21 addit ional accounting and they haven't  said no.  They wil l  do i t ,

22 but i t 's,  again, you know, we're pushing--I  bel ieve pushing the

23 envelope with them in the discussions we've had.

24   THE HEARING OFFICER:  Have you entertained

25 the idea that to the extent that this might broaden the
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1 relat ionship that you have with them already, that there's a

2 negotiat ion that might take place such that they--rather than

3 functioning under their exist ing contract,  which might be for X,

4 that if  they were to take on this addit ional requirement, that the

5 contract would then be for X plus something?  Have you

6 entertained that possibi l i ty with them?

7   MR. CRANE:  I  have not entertained that with them. 

8 The discussions that we have had, you know, specif ical ly with

9 the water company and Justun, who runs that division, has been

10 basical ly we pay for their hourly rates.  And that 's been

11 acceptable to them as far as ensuring that they get reimbursed

12 for their ef fort .

13   I  don't--I 'm--I  hesitate to answer any more, other

14 than saying I don't  think--you know, they're not in business for

15 making money.  And, so, i t  makes it  a l i t t le bit  tough--and I 'm

16 speaking for them.  And I 'm not sure, but I  think the hesitat ion

17 has been they're not in the business for making money.

18   THE HEARING OFFICER:  Well,  to that extent, sir,

19 isn't  there a dist inct ion between them covering their costs, their

20 personnel t ime, whatever is involved doing the work for you and

21 making money such that it 's a prof i table venture, meaning

22 they're making something over and above? Am I

23 misunderstanding you?

24   MR. CRANE:  I 'm going to say that I don't  bel ieve

25 they want to get into a posit ion--and I haven't  talked to them
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1 about this, but I--f rom the discussions that we've had, and I 'm

2 reading stuf f  into the discussion, they do not want to be a--they

3 do not want this to be a prof i table exercise. But, you know,

4 Justun and Herriman City would have to answer that.   There

5 seems to be a resistance to going to that side because they are

6 a municipal i ty as opposed to a business.

7   THE HEARING OFFICER:  Okay.  I  understand what

8 you're saying, Mr. Crane.  And if  your contract with them is to

9 pay them a certain hourly fee, which you've indicated for the

10 work that they do and this happens to be an addit ional amount

11 per month that you then pay, how would that be that they would

12 then be making a prof it?  They would simply be recovering what

13 they have into i t ,  which is their personnel t ime and/or any

14 expenses related to doing the work that they've contracted. Is

15 there something I 'm missing?

16   MR. CRANE:  Well,  I  think there are two

17 statements.  There are two items.  One is the f irst proposit ion is

18 they charge a surcharge or make a prof i t  on what we're having

19 them do.

20   THE HEARING OFFICER:  I 'm not assuming there

21 is a surcharge.  Is there a surcharge?

22   MR. CRANE:  No.  But I  think, you know, the way

23 your question was asked, is there any reason why--again, i t

24 goes back to their staf f ing requirements and, you know, they

25 may--and I don't  know where they sit r ight now as far as, you
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1 know, the amount of  t ime that their staf f  has to work on our

2 books as opposed to what it  takes to do their work and how that

3 feeds into their--I  don't  want to get into a posit ion where we're

4 pushing them to have to get another part-t ime or ful l-t ime

5 employee because of  our requirements.

6   Now, that 's my posit ion as far as, you know, why

7 I 'm resistant.   I f  that 's the case, you know, it 's their decision

8 whether or not they take on the work and add an employee

9 potential ly or say, no, we don't  want to do i t .   But even at that,

10 it 's an addit ional cost.   And I guess that 's where I 'm coming

11 back to.  Whether we have Herriman do it  or have an accountant

12 do it ,  i t 's an addit ional cost to the Company to do this once a

13 month to go through the est imate and look at al l  the f igures and

14 make sure that they comply.  Then, as a board of  directors we

15 need to approve that.  And, then, i t  needs to go back, whereas if

16 it 's a--we can establish what that est imate is, you know, in one

17 meeting and, you know, gladly do that with the Division as to

18 this is how much water we used last year, this is what we expect

19 that our base cost is, and this is what our overage should look

20 like.  We can add 10 percent to that and that goes into the

21 reserve fund.  We do that once. And, then, that 's what happens

22 the rest of  the year. We review that next year to see how close

23 we were and adjust those rates for each month up or down, as

24 required.

25   I f  there was a shortage, I 'm going to say the HOA
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1 would be required as the board of  directors--would go out and

2 either out of  our HOA funds make up that shortage or, you

3 know, do a special assessment to make up that shortage.  I

4 don't  bel ieve that there wil l  be--especial ly,  you know, based

5 upon prior experience now that the rates have def initely gone

6 up, i t 's more expensive for the users out there for their water. 

7 You know, so, yeah, I  think we wil l  be erring on the posit ive side

8 by establishing an est imate than by going in and taking, you

9 know, 50 or 100 bucks to do the accounting each month.  That's

10 1200 bucks that could have gone in the reserve fund.

11   THE HEARING OFFICER:  Mr. Crane, let 's go back

12 a l i t t le bit and let me better understand your relationship with

13 Herriman.  So, you mention that you have a fee that you pay

14 based on the number of hours that they put into working for your

15 company or for Hi-Country.  Do you know what that amount is? 

16 I assume it 's an hourly rate.

17   MR. CRANE:  I t 's an hourly rate based upon the

18 bil l ing individuals that 's doing the work.

19   THE HEARING OFFICER:  Okay.  So, you might

20 have somebody whose working at X rate doing certain work and

21 you might have somebody doing a dif ferent kind of  work at a

22 dif ferent rate, maybe Y.  Can you give me some sense as to the

23 range of  those workers?

24   MR. CRANE:  The range of  the workers wil l  be

25 basical ly the of f ice staf f .   And I don't  know what they make.  I t 's
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1 been a while since I really looked at the details other than--but

2 you have the of f ice staf f  that takes care of  the books.

3   THE HEARING OFFICER:  And how much--what is

4 it  charge for them--what do they charge to do that?

5   MR. CRANE:  I  would have to pull  that up. I  don't

6 know.  I  don't  know what those rates are of fhand.

7   THE HEARING OFFICER:  Al l r ight.   So, your

8 test imony is that you don't  know what the rates are.  So, what

9 would i t  cost you to have an accountant do that?  Have you

10 investigated that?

11   MR. CRANE:  Not in detail ,  no.

12   THE HEARING OFFICER:  Is there an accountant at

13 Herriman City in this department that does this work for you?

14   MR. CRANE:  I  would assume Herriman has an

15 accountant, yes.

16   THE HEARING OFFICER:  Well,  inasmuch as the

17 scope of  the work that 's done for your company, is there an

18 accountant available that is doing work for you already?

19   MR. CRANE:  As far as within Herriman City or

20 outside?

21   THE HEARING OFFICER:  That is doing work for

22 you f rom Herriman.

23   MR. CRANE:  From Herriman?

24   THE HEARING OFFICER:  Yes.

25   MR. CRANE:  The Herriman staf f  would.  I  mean,
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1 they have accountants within the staf f ,  yes.

2   THE HEARING OFFICER:  Okay.  I  have a pretty

3 good sense of--I 've been in government for a very long t ime and

4 I 've also worked in local municipal i t ies, so I  have a fair ly good

5 understanding of  what the ranges are, you know, as far as what

6 people in dif ferent categories make. And that 's al l  public

7 information.  But what I 'm trying to better understand is

8 assuming that you have a bookkeeper, say, doing something for

9 you at Herriman, I 'm trying to understand the mental ity-- the

10 rat ionale is probably a better word for wanting to have an

11 accountant who presumably would be much more expensive and

12 I 've also--so, i f  you would address that question.  And, then, I

13 have a fol low-up question for you, as well .

14   MR. CRANE:  Well,  I  think the--I  think I 've

15 answered that.   I t 's the of fhand resistance for doing addit ional

16 accounting work, addit ional work for Hi-Country.  They're wil l ing

17 to do the water col lect ion to do the bi l l ing.  I t  has been an issue

18 with them to try and f igure out, you know, where the funds go

19 for what reason.  I t 's something that they do not want to handle. 

20 They don't  mind bringing the funds in and basical ly being

21 responsible for that.   That is their normal operat ion.  But to get

22 past that--and there seems--

23 there has been--and I haven't  been in direct conversation.  This

24 is secondhand information that I 've gotten.  And, you know, i f  i t

25 needs to be really addressed, needs to get Justun and maybe
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1 whoever else, city manager, to address i t .   But there seems to

2 be a resistance to doing anything more.

3   Again, this is something that they're doing as far as

4 running our water system, that we're very lucky to have them be

5 wil l ing to do. And to keep forcing addit ional requirements on to

6 them or asking them to do more and more I think is improper.  I

7 realize that they have the staf f  to do i t ,  but they also have a city

8 to run and, you know, this is not their prime responsibi l i ty.

9 They've been wil l ing to work with us and support us with doing

10 what they're doing, reading the meters, but part of  the

11 requirement in the--as we were looking last fal l  to put new

12 meters in, they were the ones that were pushing us so they

13 didn't  have to have their staf f  go around and read the individual

14 meters, that they would agree to f rom basical ly their of f ice and

15 it 's done electronical ly.  They're trying to minimize their

16 exposure as much as they can so there is not a concern.

17   I  think that--I  guess I  hadn't  thought about this, but

18 I would think that as a cit izen of  Herriman, I  would be concerned

19 what are you doing running somebody else's water system? 

20 Why are you doing that?  What is our exposure in doing so? 

21 So, we need to minimize that.   And that would be my desire to

22 keep it  at their exposure, as well ,  to a minimum, because I don't

23 want to lose them.  I t 's been a godsend to have that of f  of

24 Hi-Country's back.

25   I  ran the water company for eight,  nine years.  And,
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1 you know, at that point,  we had Jordan Valley taking care of

2 maintaining i t .   And when we had a problem, it  took, you know,

3 maybe six, eight hours for Jordan Valley to take care of  i t .

4 Herriman is Johnny-on-the-spot.  Our system is no dif ferent than

5 theirs.  And that 's how they handle i t .   They don't  discriminate

6 between us and their water system when it  comes to

7 maintenance. They're there.  I  just--you know, and maybe I 'm,

8 you know, being overcautious, but I  resist having them putt ing

9 more burden on them where when I look at i t ,  i t  isn't  necessary. 

10 I don't think i t 's necessary that we do an accounting of  every

11 dollar of  every month that we can reconcile at the end of  the

12 year.

13   THE HEARING OFFICER:  Thank you, Mr. Crane.  I

14 think to the extent that you elaborated a bit ,  you answered my

15 fol low-up question for you.  And before I  go to the Division for

16 any fol low up and their test imony, i f  they wish on the issue,

17 would you say that i t 's fair to say that you value your

18 relat ionship with Herriman, they do a lot for you, and you're

19 reluctant to press that relat ionship any further?

20   MR. CRANE:  That is very correct.   They are a

21 valued partner in what we're doing and they've been there to

22 support us when we have had a water leak, you know, this

23 spring.  We found they were there and took care of  i t .   There

24 was another leak down the street at the same t ime they found it

25 and took care of  i t .   When we had a f ire a couple years ago, the
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1 city manager was up with the f ire department at the f ire to make

2 sure that we were being--the situat ion was being taken care of .

3   Now, i ts to their benef it  that they do that,  especial ly

4 because if  we have a f ire in Hi-Country, we al l  of  a sudden wil l

5 be a mad rush into Herriman.  And there's a lot of , you know,

6 requirements that they have to take care of .   I t 's at the very--I

7 look at our relat ionship with Herriman, with the new mayor, with

8 the water department, you know, as being very valuable.

9   We are in the process right now to move our gate,

10 because 7530 butts r ight into the middle of  the gate.  I t  has

11 been--you know, init ial ly,  i t  was not a very continual discussion. 

12 It  has turned around.  And, now, they are basical ly bending over

13 backwards to get our gate moved and taking care of  our

14 requests, our--I ' l l  say request, but our--what we think is

15 necessary to move the gate. So, we are in what I  consider a

16 very good relat ionship.  I  just hate to put more of  a burden on

17 that and keep it  to that.   You know, l ike with any f r iendship, you

18 know, there's a give and take. And if  one side's taking too much,

19 you know, that f r iendship tends to go away.  And I don't  want to

20 push that.

21   THE HEARING OFFICER:  Okay.  Thank you, Mr.

22 Crane.

23   Ms. Schmid, do you have any fol low-up questions

24 for Mr. Crane?

25   MS. SCHMID:  I  do not, but the Division does have
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1 some comments on the posit ion.

2   THE HEARING OFFICER:  Okay.  Sure.

3   MS. BENVEGNU-SPRINGER:  W ith all  due respect

4 with the test imony Mr. Crane has provided, the Company does

5 have records of  past usage--

6 water usage for al l  their customers.  Unfortunately, though,

7 because these rates--these conservation rates have not been in

8 place, i t  wil l  change the behavior of  the customers and their

9 water usage. Therefore, there is not any history on these rates

10 to est imate f rom.

11   And as he explained, the est imate would be high i f

12 using the history usage for prior customers--prior customers'

13 usage.  What that would then do is take away f rom the operat ing

14 cost the Company is going to need.  I  would l ike to just explain

15 in simple terms what the calculat ion is.  They would basical ly be

16 doing two transactions each month, but they would also be

17 doing with an est imated amount.  And, then, they would also

18 have to do a fol low-up reconcil iat ion and a true-up at the end of

19 the year going back to go over their est imated amount

20 comparing them with the actual.   I f  they're doing i t  just with the

21 actual each month, that would el iminate duplicat ion ef fort  at the

22 end of the year.

23   The transactions they would be doing would be two. 

24 One, they would be calculat ing taking the overage amount.  And

25 as they--as Herriman collects the money as they're currently
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1 doing, i t  goes into two accounts.  One would be basic fee

2 account.  One goes into overage account.  They take the total

3 amount of  money that was received for that overage account,

4 calculate the $0.54 per thousand usage.  And the excess--i t

5 would be one transaction that would then go into the reserve

6 account.  They're not going to have to go back l ine by l ine by

7 line by each person to identify who paid and would didn't  pay. 

8 It 's a simple calculat ion.

9   Likewise, with the depreciat ion amount of  the basic

10 fee.  They take the basic fee, how many people paid the basic

11 fee.  They take a port ion of  the 11--I  bel ieve i t 's 1154 and take

12 that amount and put i t  in aggregate into the reserve account.

13 So, there's only two transactions that they would be doing.  I t 's

14 a very simple process.  I t 's not complicated.

15   We have not--the Division has not talked with

16 Herriman City about this process, but we would be more than

17 wil l ing to do so to help faci l i tate this and help them understand

18 how simple this can be.  And so i t 's not a complicated thing. 

19 We recognize Herriman does have a great relat ionship with

20 Hi-Country.  We want to have that maintained.  We don't  want to

21 burden them. We want to keep this as simple as possible.

22   Other small companies that we have--water

23 companies that we have are doing this similar process.  I t 's a

24 very simple process.  And it 's not burdensome for them either. 

25 Herriman City has the contract with Hi-Country that they are
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1 charging them their cost of  doing business.

2   In other words, for the services that they are being

3 provided, they are charging those costs to Hi-Country for

4 maintenance, for administrative costs, for accounting, for bi l l ing,

5 for whatever t ime it  takes them to do the Hi-Country job. 

6 Municipal services can only operate at cost.   They don't  make a

7 prof i t .   So, they're going to assess Hi-Country the cost of

8 whatever i t  takes them to do the job.  Again, this is a small,  very

9 simple process that wil l  not--we don't  ant icipate wil l  add very

10 much cost to what they're currently doing.

11   One other point is,  as t ime goes by, people move

12 and when people move, i f  they're going back and trying to f igure

13 out who moves and who doesn't move, that can play into i t  when

14 they're trying to do this est imate and true-up and all  this

15 business.  I f  we're doing actual month by month by month, we

16 wouldn't  have to worry about that process.  So, again, the

17 Division is strongly recommending that this procedure remain in

18 place and that the language that we're proposing be

19 implemented.

20   MS. SCHMID:  And I do have one follow-up

21 question.

22   THE HEARING OFFICER:  Please.

23 BY MS. SCHMID:

24 Q.   Ms. Benvegnu-Springer, in your experience and

25 based on the two transactions that you described that would be
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1 necessary to have Herriman City implement the capital reserve

2 fund as proposed by the Division, do you believe that the ski l ls

3 of  an accountant are necessary to do those two transactions?

4 A.   No.  We currently have bookkeepers in other small

5 companies that are currently doing i t  that are not accountants

6 that are performing that funct ion.

7   MS. SCHMID:  Thank you.

8   THE HEARING OFFICER:  Thank you for your

9 test imony, Ms. Springer.

10   Mr. Smith.

11   MR. SMITH:  I  was just going to suggest, i f  we're

12 done talking about this issue, maybe this would be a good t ime

13 for a short break.  I  do have to say I have a compromise I want

14 to talk to the Division about.

15   THE HEARING OFFICER:  I  think that 's a great

16 segue.  Let me just ask one question, i f  I  may.

17   MR. SMITH:  Sure.

18   THE HEARING OFFICER:  I  want to thank both

19 part ies for their input on this issue.  I t 's been very helpful.   And

20 I 'm sure the Commission wil l  appreciate i t  very much.

21   Ms. Springer, as a fol low up to the follow up f rom

22 your attorney, based on what you know the City of  Herriman is

23 doing for Hi-Country, is there any reason to believe they could

24 not funct ion in the way that you described in doing those two

25 transactions?
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1   MS. BENVEGNU-SPRINGER:  To my knowledge,

2 there is not any burden or barrier that would stop them from

3 being able to do those.

4   THE HEARING OFFICER:  Okay.

5   MS. BENVEGNU-SPRINGER:  Again, we would be

6 wil l ing to work with them to help faci l i tate whatever would need

7 to be done.

8   THE HEARING OFFICER:  I  assume this wil l  be

9 part of  the conversation when we go of f  the record.  And I don't

10 need to know anything about that, unless you want to let me

11 know when we come back on the record, but while we're on the

12 record now, let me ask you, have you been previously involved

13 with Herriman in faci l i tat ing any arrangements that involve

14 Hi-Country?

15   MS. BENVEGNU-SPRINGER:  Yes.  And working

16 with the--during the rate case and working with them on their

17 budgets and how much needed to be in the budgets and how

18 much amount they needed for certain types of  act ivit ies, I

19 discussed that at great lengths with Herriman.

20   THE HEARING OFFICER:  Al l r ight.   Very good.

21   Mr. Smith, about how long do you think you would

22 like?

23   MR. SMITH:  I  think ten minutes would be plenty of

24 time.

25   MS. SCHMID:  Could we add an addit ional f ive
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1 minutes onto that,  perhaps?

2   THE HEARING OFFICER:  Let 's make it  15

3 minutes.  We'l l  be back just short of  quarter t i l l .

4   MS. SCHMID:  Thank you.

5   MR. SMITH:  Thank you. 

6                          (Recess taken.)

7   MR. SMITH:  We have some compromise language

8 that we both agreed to.  And I ' l l  let Mr. Long go ahead and do

9 that.

10   THE HEARING OFFICER:  Before we do that,  let 's

11 go back on the record so we're of f icial ly on the record now.  Mr.

12 Long.

13   MR. LONG:  So, in discussion with the Division,

14 we've come to a consensus, as far as the capital reserve

15 account requirements language.

16   Conceptually, we've agreed on doing a

17 reconcil iat ion based on actual amounts at least quarterly, so

18 there would be no estimates involved.  And to that end,

19 Paragraph B of  the sect ion I ,  capital reserve account

20 requirements would be changed to read, "Deposits made to the

21 capital reserve account shall  be made using actual amounts

22 collected at least quarterly."   And, then, at the end of  Paragraph

23 C, month would be changed to quarter.  And Paragraph I,  in the

24 redlined version would be deleted in i ts ent irety.  And if  the

25 Division has any other comments or changes--
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1   THE HEARING OFFICER:  Thank you, Mr. Long.

2   Ms. Schmid.

3   MS. SCHMID:  There would need to be some

4 conforming changes, for example, made in Paragraph F when it

5 talks about est imated payments and things l ike that.   But I don't

6 believe there are any other substantive things that are needed

7 to be changed.  Is that correct?

8   MS. BENVEGNU-SPRINGER:  Correct.

9   THE HEARING OFFICER:  Okay.  And just for the

10 record, Ms. Schmid, based on the changes that have been

11 discussed, are those acceptable to the Division?

12   MS. SCHMID:  Yes, they are.  Thank you.

13   THE HEARING OFFICER:  Thank you.

14   Mr. Long, you may proceed.

15   MR. LONG:  On page .4 of the Commission's order,

16 under Roman numeral I I ,  addit ional concerns of  the

17 Commission, the Commission discusses the Company's service

18 area. And the Company has discussed this with the Division. 

19 And we are--there's some confusion as to whether the service

20 area should stay as i t  has been or whether the addit ional area

21 served so the BLM contract and one lot--I think the Bluebird

22 subdivision should be included in the Company's actual service

23 area.  And this is one of  the issues where, af ter speaking to the

24 Division, we are seeking guidance f rom the Commission.

25   THE HEARING OFFICER:  Okay.  We don't
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1 normally weigh in on tari f f  language, per se, but I think what

2 you're asking for is clari f icat ion on what the Commission's order

3 stated and the Commission's order, which I  have in my pi le here

4 and which I 'm sure you have access to, as well ,  refers to the

5 prior orders which identify the service area.  And that is the

6 service area that we're talking about.  Does that help you?

7   MR. LONG:  I  bel ieve so.  In this discussion exhibit

8 on the last three pages, we have two maps updated and a legal

9 descript ion updated that match the original service area, I

10 believe, f rom the 1994 Commission order.  So, these are--this is

11 service area as i t  always has been, at least as far as Hi-Country

12 resisted.  So, i t  doesn't  include the BLM land served under

13 special contract or one lot at the east--northeast corner of  the

14 subdivision that the Company also provides water to.

15   THE HEARING OFFICER:  Could you help me by

16 identifying the order and the date of the order that you're

17 referring to for the 1994 order?

18   MR. LONG:  Yeah.  One moment, please.  In the

19 Commission's order issued in docket 11-2195-01, issued on July

20 12, 2012, the Commission discusses the service area in

21 footnote 1 on the f irst page.  And in that i t  refers to the 1994

22 order. I t  says the 1994 order sets forth the service area for the

23 CPCN No. 2737 a lengthy metes and bounds descript ion.

24   THE HEARING OFFICER:  Okay.  And I don't  have

25 that in f ront of  me, but I  bel ieve that 's the same metes and
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1 bounds.  Do you have reason to believe that 's dif ferent than the

2 metes and bounds descript ion in the 1986 order?

3   MR. LONG:  I  don't  bel ieve so.

4   THE HEARING OFFICER:  Okay.  Well,  assuming

5 the two are consistent,  we, in reviewing what was submitted, did

6 not see that they were consistent.

7   MR. LONG:  Yes.  And if  you' l l  look at the last few

8 pages of  the discussion exhibit,  the maps and legal descript ion

9 have been updated or rol led back, I guess would be a better

10 term, to match that original service area descript ion.

11   THE HEARING OFFICER:  Mr. Long, what I  can

12 explain is basical ly what is explained in the Commission's order

13 suspending the tari f f .   And that is that we looked l ine by l ine

14 and noted that they were not the same.

15   MR. LONG:  Yes, I agree.  So, the Company f i led

16 an updated tari f f  on May 15.

17   MS. SCHMID:  Filed is the wrong word.

18   MR. LONG:  The Company submitted.

19   MS. SCHMID:  On May 15.

20   MR. LONG:  Yes.

21   MS. SCHMID:  Oh, sorry.  I  apologize. Fi led is the

22 right word.

23   MR. LONG:  The Company f i led a proposed

24 updated tari f f  on May 15.  And the legal descript ion in the maps

25 in that tarif f  did, in fact,  dif fer.
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1   THE HEARING OFFICER:  From?

2   MR. LONG:  From the previous orders, you know,

3 from 1986 onward.

4   THE HEARING OFFICER:  Okay.

5   MR. LONG:  In Discussion Exhibit  No. 1, the last

6 three pages, so the two maps and the legal descript ion have

7 been.

8   THE HEARING OFFICER:  I  see.  So, what you're

9 saying is that your submission now, this discussion exhibit ,

10 which may turn into a revised f i l ing, but as of  right now, i t  was

11 not pending before the Commission.  What you're saying is that

12 your legal descript ion has been changed so i t  ref lects the 1986

13 order, the language that was provided there.

14   MR. LONG:  Correct.

15   THE HEARING OFFICER:  Okay.

16   MS. SCHMID:  And that is acceptable to the

17 Division.

18   THE HEARING OFFICER:  Okay.  I 'm sorry, we had

19 to go a long--the long and hard way.  Okay.

20   Okay.  Now, when I 'm saying okay and that sort of

21 thing, I 'm not saying okay l ike okay, that 's f ine, the Commission

22 approves that.   I 'm saying, okay, I  understand.

23   MR. SMITH:  We understand that to be the case.

24   THE HEARING OFFICER:  Okay.

25   MR. SMITH:  The Commission wil l  rule at some
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1 time.  We understand that.

2   THE HEARING OFFICER:  Okay.  I  want to make

3 sure everybody's on the same page.

4   MR. LONG:  Okay.  So that should resolve the

5 service area question.

6   THE HEARING OFFICER:  Thank you for that

7 clari f icat ion, Mr. Long.

8   MR. LONG:  Onto the next page, the f irst ful l

9 paragraph states, The Commission further notes the reference

10 to customers under special contract in the provision on page

11 .3(a), prel iminary statement 1 referenced above.  And, also,

12 Company's create confusion by the mode of  special contract

13 reference--the approved rate schedule.

14   The Company has made changes in an attempt to

15 comply to resolve any possible confusion.  And if  the Division

16 has input on these changes, the Company would welcome it .

17   THE HEARING OFFICER:  Mr. Long, I 'm afraid I

18 lost track of  where you were.  Could you please--are you on

19 page .5?

20   MR. LONG:  Correct.   The f irst ful l  paragraph that

21 starts on page .5.

22   THE HEARING OFFICER:  Okay.  You're referring

23 to page .3 of  your discussion exhibit.

24   MR. LONG:  Correct.   So, in discussion exhibit  on

25 page .3, Paragraph B(1) on the fourth l ine down, i t  previously
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1 stated, "The special contract rates for the U.S. Bureau of  Land

2 Management are set forth in Paragraph B.3."  In an attempt to

3 resolve the confusion identif ied by the Commission, the

4 Company has deleted "special" f rom that sentence.  So, i t  wi l l

5 now read, "The contract rates for the U.S. Bureau of  Land

6 Management are set forth in Paragraph B.3".

7   THE HEARING OFFICER:  Thank you for that

8 clari f icat ion.  Do you wish to add anything further?  I  was going

9 to go to the Division to see if  they have any comment about

10 that.

11   MR. LONG:  No, we don't .

12   THE HEARING OFFICER:  Okay.  Ms. Schmid?

13   MS. SCHMID:  The change to B is acceptable to

14 Division.  W ith regard to the boundaries and service area that

15 we discussed just moments ago, the Division would request that

16 the Company make sure that the last sentence in prel iminary

17 statement Paragraph 1, which begins with this tari f f ,  applies to

18 customers of  the water system, and then goes on, would request

19 that the Company make sure that there is no question what is

20 service area and what is outside the service area being served

21 by special contracts.

22   MR. LONG:  Okay.  Do you have post language?

23   MS. SCHMID:  No.  Because I don't  know if  Beagley

24 Acres subdivision is within the service area.  I  don't  know if

25 South Oquirrh is within.
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1   MR. CRANE:  South Oquirrh is.  I  bel ieve Beagley

2 Acres--

3   MS. SCHMID:  So, if  we can just check that.

4   THE HEARING OFFICER:  I  think to the extent that

5 those are not actually identif ied in the service area in the legal

6 descript ion--

7   MS. SCHMID:  Perhaps they could be removed.

8   THE HEARING OFFICER:  I t  might add to the

9 confusion, f rankly.

10   MS. SCHMID:  I  think removing them would be a

11 good idea.  Then there would be no question that service area

12 does not modify customers under special contract.   And the

13 service area would then be correct.

14   MR. LONG:  So, just to conf irm, that last sentence

15 on Paragraph A(1) would read, This tari f f  applies to customers

16 within the water system owned by the Company within i ts

17 service area, and customers under special contract.

18   MS. SCHMID:  Correct.   Thank you.

19   MR. LONG:  The Company has no object ion to that

20 change.

21   MS. SCHMID:  And that would be acceptable to the

22 Division.

23   THE HEARING OFFICER:  Okay.  Mr. Long, please

24 go ahead.

25   MR. LONG:  On page .5 of the Commission's order,
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1 the second paragraph that starts on page .5 points out on the

2 rate schedules next to customer late fee, there is "redundant

3 greater of" at the beginning of that provision.  And the Company

4 has removed that "redundant greater of ."

5   MS. SCHMID:  And that is acceptable to the

6 Division.

7   THE HEARING OFFICER:  Thank you.

8   MR. LONG:  On page .6 of  the Commission's order,

9 the Commission points out that referring simply to the Company

10 rather than referring to the Company's water system would be

11 appropriate.  And the Company has made those changes as

12 suggested throughout the tari f f .

13   MS. SCHMID:  And those changes are acceptable

14 to the Division.

15   MR. LONG:  On page .6 of  the Commission's order,

16 the second paragraph points out the addit ion of  language

17 addressing a, quote, standard service connection.  And the

18 Company's init ial tari f f  f i led in--acknowledged by the

19 Commission when the Company came back under Commission

20 jurisdict ion, didn't  def ine--simply had a paragraph cal led service

21 connection.  The goal with this language--and I wil l  let Mr.

22 Crane weigh on this-- is simply to add transparency to the

23 process for a standard or nonstandard service connection.  And

24 if  I  may have Mr. Crane address i t .

25   THE HEARING OFFICER:  One moment, please,
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1 Mr. Long.  So, is a standard and nonstandard service

2 connection def ined in your tari f f?

3   MR. LONG:  So, on sheet 8, paragraph--

4 sorry--sheet 7, Paragraph 2, standard service connection, and

5 on sheet 8, Paragraph 3 is nonstandard service connection. And

6 the dif ference between those two is discussed at the beginning

7 of Paragraph 2, standard service connection on page .7.

8   MS. SCHMID:  And, also, standard service

9 connection is def ined in two.  And, then, it  seems that

10 everything else would be in on standard.  Is that r ight?

11   MR. LONG:  Correct.

12   THE HEARING OFFICER:  Okay.

13   MS. SCHMID:  And, actually, the second sentence

14 does say that of  Paragraph 2.

15   MR. CRANE:  I  think the purpose of  this is to--for

16 the standard service condit ion or standard service connection is

17 basical ly for the people within Hi-Country that own the system

18 and what has to be done.  For the individuals l iving outside of

19 the HOA, they have to provide addit ional information because

20 we don't  know what 's going on.  There's addit ional

21 requirements. So, we have to def ine what is standard and what

22 is nonstandard.  And anybody within the HOA is a standard for a

23 normal connection.  And anybody outside the HOA is

24 nonstandard or non-normal, l ike, you know, I  use my words,

25 connection, because as with the requirements with the PSC and
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1 why we're here is we do serve outside the associat ion, but we

2 have to have a way of  identifying who those people are and

3 what their requirements are.  I t  isn't  a blanket standard

4 connection for everybody.

5   THE HEARING OFFICER:  Mr. Crane, I 'm going to

6 ask you to hold your test imony for just one moment, because I

7 need a l i t t le bit  of  clari f icat ion.  And I 'm not sure i f  this is

8 appropriate for you to answer or i f  i t  would be more appropriate

9 for your counsel to answer.  So, I 'm going to phrase the

10 question general ly and then one of  you please let me know.  So,

11 Hi-Country is a water company, which has a service area which

12 we've talked about.  And that service area is def ined early on by

13 the Commission in a very early order in the 1980s.  And,

14 occasionally, I 'm hearing reference to the HOA or to the

15 boundaries of  the HOA.  I 'm wondering if  there's confusion

16 between the HOA and the water company in the service area.

17 Help me understand that,  please.

18   MR. LONG:  I  wi l l  attempt to address that.   So, in

19 the beginning of  Paragraph 2, it  def ines "standard service

20 connection," "A standard service connection is one where a

21 standby customer seeks a single connection to a

22 Company-owned, act ive water l ine within a road or r ight-of-way

23 adjacent to the parcel where the service connection is sought."  

24 So, the goal with that is to address this, the normal situat ion of

25 an undeveloped lot within the Company service area that sits on
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1 a road with Company water infrastructure in the road that is

2 simply a matter of , at most, instal l ing a service lateral f rom the

3 main to the property for this lot that 's been paying standby fees. 

4 And these are obviously only within the Company service area.

5   And, then, the tari f f  proposed language goes on to

6 def ine a "nonstandard service connection" as any other

7 connection sought through the Company system, including

8 mult iple connections and connections outside the Company's

9 service area. So, that would include, you know, for property

10 within the Company's service area that 's not subdivided into lots

11 paying normal standby fees that would be potential ly developed

12 or with mult iple water connections on it ,  anything out of  the

13 ordinary.

14   THE HEARING OFFICER:  Okay.  I 'm not sure I  got

15 an answer to my question.  So--and this doesn't  necessari ly

16 relate to this provision, per se, but i t  relates, in general,  to

17 terminology that 's been used at the hearing today that I  may

18 recall  in other circumstances, as well .   So, I  just want to make

19 sure I 'm understanding, for example, Mr. Crane has mentioned

20 on a number of  occasions that the HOA, the HOA boundaries, I

21 want to understand completely what he means by that.  Because,

22 as you know, we're--we have oversight of  the water company,

23 not the HOA.  And the water company is governed by their

24 service territory. So, i t  confuses me when there's a reference to

25 the HOA.  So, i f  i t  is possible that Mr. Crane is just meaning the
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1 service territory of  the water company, then that would help me

2 to understand what he's saying.  I  just want to make sure there's

3 something I 'm not missing.

4   MR. CRANE:  I  have misspoke.  I  do mean the

5 boundaries of  the water company.

6   THE HEARING OFFICER:  Thank you, Mr. Crane. 

7 That is perfect.   I  appreciate that.  Okay.  So, Mr. Long, please

8 go ahead.  And my apologies.  I  didn't mean to imply that I  was

9 confused about that issue with respect to that provision of  the

10 tarif f .   Just a general confusion.

11   MR. LONG:  Certainly.  And the goal of  the

12 Company's proposed language here is nothing more than to add

13 transparency to the process and treat anyone desiring any sort

14 of connection in exactly the same manner.  The goal here is to

15 set forth a step-by-step process, a standard or nonstandard

16 service connection we need to go through before they can

17 receive water f rom the Company.

18   THE HEARING OFFICER:  Thank you.  Does the

19 Division have any response?

20   MS. SCHMID:  Yes, we do. Ms. Benvegnu-Springer

21 has comments on the standard and nonstandard service

22 connections and then two other places where attorneys' fees are

23 mentioned. And attorneys' fees constitute the gravamen of  our

24 concern with the standard and nonstandard service condit ions.

25   MS. BENVEGNU-SPRINGER:  Just by way of  more
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1 clarif icat ion, init ial ly,  when the Company--

2 the original Company's tari f f  only had standard service

3 connection in i t .   And our question was, what's the dif ference

4 between a standard service connection versus nonstandard

5 service connection?  And that is why the Company put in both

6 provisions, so as to clari fy between the two, standard versus

7 nonstandard.  So, we did want them to provide some

8 explanation about what are the two provisions.  What is a

9 standard connection versus what is a nonstandard connection?

10   What we do have concern with is in Paragraph

11 2--I 'm sorry--on sheet 8, within i tem No. 2, that goes to sheet 8,

12 there is a sentence that starts, "Al l  legal fees incurred by the

13 Company wil l  be the responsibi l i ty of  the water user requesting

14 connection to the Company's water system."  We believe those

15 legal fees are embedded into the connection fee i tself  and

16 should not be on top of, in addit ion to the fee that 's already

17 been established.  And, so, we would recommend that that be

18 stricken or removed.

19   Likewise, and to go with that same argument, in

20 Paragraph 3 on sheet 8, i t  says, These costs shall  include legal

21 and engineering fees expended in such review and applicat ion,

22 meaning that that already is embedded into the fee that has

23 been established.

24   MS. SCHMID:  Can we have one moment of f  the

25 record? 
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1                   (Discussion of f  the record.)

2   MS. BENVEGNU-SPRINGER:  Going to sheet 9,

3 going f rom sheet 8, the last sentence in the paragraph states,

4 "All  legal fees incurred by the Company wil l  be the responsibi l i ty

5 of  the water user asking for the connection."  Again, this is

6 already embedded into the fee.  And, so, we want to make sure

7 that that is not in addit ion to.  And so, again, we would l ike to

8 have that removed.

9   On sheet 11, it --No. 8, reconnection, i t  states in

10 that paragraph, also, Al l fees incurred by the Company wil l  be

11 the responsibi l i ty of  the water user requesting the connection to

12 the water system and a reconnection fee also takes that into

13 considerat ion.  So, again, we would request that this also be

14 removed.

15   And, then, going onto sheet 14, i tem D, at the very

16 top, this is in regards to the bi l l ing, Bi l l ing in disputes general ly

17 does not come before the Commission when they're disputing a

18 bil l  where they're legally required to pay.  This is asking that al l

19 legal fees again be the responsibil i ty of  the customer, which we

20 believe is not an accurate statement that should be here.

21   MR. SMITH:  Are we on or of f  the record right now?

22   THE HEARING OFFICER:  We are on the record. 

23 I 'm giving Ms. Springer an opportunity. I  think she's st i l l

24 test i fying.

25   MS. BENVEGNU-SPRINGER:  The reason we have
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1 concern over this is because it 's open-ended. And, tradit ionally,

2 fees are required to be paid by a customer and specif ic in a

3 tarif f .   They are not open-ended statements that say you wil l  pay

4 this.  And it 's general.  Fees are l imited to whatever the specif ic

5 fee is.  And, so, putt ing open statements such as these into the

6 tarif f  language violates that concept of  having a tari f f .

7   THE HEARING OFFICER:  Thank you, Ms.

8 Springer.  Anything else?

9   MS. SCHMID:  The Division would request a short

10 break.  We have something we need to discuss.

11   THE HEARING OFFICER:  Okay.

12   MS. SCHMID:  Thank you.

13   THE HEARING OFFICER:  How much t ime do you

14 need, Ms. Schmid?

15   MS. SCHMID:  Let 's say ten minutes.  And, then, i f

16 that is not suf f icient,  I  can come in and perhaps ask for more.

17   THE HEARING OFFICER:  Okay.  We'l l  be of f  the

18 record. 

19                           (Recess taken.)

20   MS. SCHMID:  We're ready to continue. And I think

21 Ms. Benvegnu-Springer--or, Mr. Long, would you l ike to walk

22 through the changes?

23   MR. LONG:  I 'm happy to let Shauna do it .

24   THE HEARING OFFICER:  Before we do so, let 's go

25 on the record.  We're on the record.
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1   MS. SCHMID:  Actually, Mr. Long, i f  you could, that

2 might be easier.

3   We have discussed the Division's concerns

4 regarding legal fees.  And we have reached an agreement on

5 proposed language to submit to the Commission as part of  the

6 tarif f .

7   THE HEARING OFFICER:  Okay.

8   MR. LONG:  So, on page .8 of  Discussion Exhibit

9 No. 1, in the f irst paragraph, approximately two-thirds of  the way

10 down, there's a sentence that says, "Al l  legal fees incurred by

11 the Company wil l  be the responsibi l i ty of  the water user

12 requesting connection to the Company water system."  The

13 Company has agreed to simply remove that sentence.

14   On page .8 of Discussion Exhibit  No. 1, Paragraph

15 3, the last three sentences of the paragraph beginning with,

16 "The applicant is responsible for al l  costs associated with the

17 Company's review of  the applicat ion," and continuing, the

18 Company's removing those sentences so everything f rom the

19 applicant is responsible for onward and replacing i t  with this

20 language. So, i t  wi l l  now read, The nonstandard service

21 connection review fee shall  be used to cover all  of  the costs

22 incurred by the Company in reviewing the application.  I f  these

23 costs do not exceed the outside or the nonstandard service

24 connection review deposit ,  the excess of  the deposit  shall  be

25 returned to the applicant, or something roughly to that extent.
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1   MS. SCHMID:  Yes.

2   THE HEARING OFFICER:  Mr. Long, before you

3 continue, when you refer to the nonstandard fee, are you, by

4 chance, referring to the fee that's on pages 4 and 5 of  your

5 discussion exhibit ,  which refers to the outside service

6 connection review deposit?

7   MR. LONG:  That 's correct.

8   THE HEARING OFFICER:  Okay.  You went so

9 quickly, I  didn't  have a chance to write it  down. So, wil l  your

10 language cross-reference the language of  the outside service

11 connection review deposit  so as to not create any confusion and

12 to have it  be entirely consistent throughout the document?

13   MR. SMITH:  Yeah.  That 's a great point.  We wil l

14 make sure we'l l  do that.

15   THE HEARING OFFICER:  So, we' l l  ant icipate

16 seeing something l ike that.

17   MR. SMITH:  We'l l  use the same language so you

18 can cross reference throughout the document.

19   THE HEARING OFFICER:  Okay.  Please proceed.

20   MR. LONG:  On page .9 of Discussion Exhibit  No. 1,

21 the end of  that paragraph at the top of  that page discusses legal

22 fees.  The Company has agreed to simply remove that sentence.

23   THE HEARING OFFICER:  Okay.

24   MR. LONG:  On page .11 of  Discussion Exhibit  No.

25 1 in Paragraph 8, reconnection, the sentence discussing legal
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1 fees that starts with, "Al l  legal fees incurred by the Company,"

2 the Company has agreed to simply remove that sentence.

3   And, f inal ly, on page .14, very top paragraph,

4 Paragraph D, the second sentence reads, "Al l legal fees wil l  be

5 the responsibi l i ty of  the customer."  The Company has agreed to

6 change that to all  col lect ion costs wil l  be the responsibi l i ty of

7 the customer.

8   MR. SMITH:  That 's i t .

9   MS. SCHMID:  Yeah.

10   MR. LONG:  I  bel ieve that covers i t .

11   MS. SCHMID:  That does.

12   THE HEARING OFFICER:  Okay.

13   MS. SCHMID:  Those are acceptable to the

14 Division.

15   THE HEARING OFFICER:  Okay.  Thank you.

16   MS. SCHMID:  Does that take us to Commission

17 order page .9 where we talk about condit ions of  service 11

18 reading of  meters?

19   MR. SMITH:  Is that where we are?

20   MR. LONG:  I  bel ieve so.

21   THE HEARING OFFICER:  Yes.

22   MS. SCHMID:  Okay.

23   MR. LONG:  So, this is referring to the top of  page

24 .12 of Discussion Exhibit  No. 1.  This paragraph deals with

25 winter months where there may be signif icant snow on the
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1 ground preventing reading of  meters.  The Commission

2 expressed a concern that this was too broad, that i t  may al low

3 the Company bi l l  indef initely at the minimum rate.

4   The Company's proposed language at the end of

5 that paragraph, as shown in the discussion exhibit  reading, "But

6 in no case may a customer be bil led for more than f ive months

7 of accrued usage on one bi l l ."   W ith the theory being that at

8 very most a customer--meters may be unreadable due to snow

9 for f ive months out of  the year.

10   MR. SMITH:  We should be so lucky to have that

11 kind of  a year.

12   MS. SCHMID:  And that proposed change shall  be

13 acceptable to the Division.

14   THE HEARING OFFICER:  Okay.  Give me one

15 moment.

16   MS. SCHMID:  The legal fees come up again on

17 page .15 in termination.  Unless--but--

18   THE HEARING OFFICER:  Thank you for that

19 clarif icat ion, Mr. Long.  And to address Ms. Schmid's concern,

20 yes, in fact,  that 's identif ied in the footnote of  the Commission's

21 order on page .8, footnote 18.  And I think we do make clear in

22 the order that while we've identif ied some places, we didn't

23 necessari ly give an exhausted l ist.   So, if  you want to go back

24 and address that,  do.  That would be acceptable.

25   MR. LONG:  The legal fees on page .15?
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1   MS. SCHMID:  Yeah.

2   THE HEARING OFFICER:  Is that something you

3 needed a chance to talk about of f  the record again?

4   MR. LONG:  The Company suggests simply

5 removing that second half  of  the sentence dealing with legal

6 fees.  So, on sheet 15 of  Discussion Exhibit No. 1, Paragraph B,

7 Roman numeral IV, would read, "Failure to pay an amount in

8 bona f ide dispute before the Company, which has been referred

9 to the Company's legal counsel."

10   MS. SCHMID:  Then we would make a conforming

11 change to sheet 17, Paragraph D.

12   THE HEARING OFFICER:  Ms. Schmid, just one

13 moment, please, before we go on to that.  Let 's talk about the

14 change on 15.

15   MS. SCHMID:  That would be acceptable to the--

16   THE HEARING OFFICER:  Oh, I  see what you're

17 saying.  Okay.

18   MS. SCHMID:  That would be acceptable to the

19 Division.

20   THE HEARING OFFICER:  Okay.  Thank you.

21   MS. SCHMID:  Then, on 4(d), would the company

22 be amenable to just removing the last sentence there?

23   MR. LONG:  Yes.  That 's f ine.

24   MS. SCHMID:  Okay.

25   THE HEARING OFFICER:  Ms. Schmid, could you
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1 please redirect me to where you were referring to?

2   MS. SCHMID:  Yes.  I  went to original sheet 17 of

3 the discussion exhibit ,  Paragraph D on that page entit led

4 "Expirat ion of  Notice."  The Company has agreed to remove any

5 legal fees incurred by the Company, which may be--which may

6 result  f rom termination, are the sole responsibi l i ty of  the

7 customer.  The Company has agreed to remove that sentence.

8   THE HEARING OFFICER:  Okay.  Thank you.

9   MR. LONG:  I  bel ieve that brings us to the

10 Commission's question about del inquent accounts.  So, this is

11 page .9 of  the Commission's order, a l i t t le more than halfway

12 down.  So, i t 's start ing with on page .14, bil l ing delinquent

13 accounts.  Here the Company's proposed a provision stat ing,

14 "The Company may f i le a l ien on the parcel of  property serviced

15 in the amount of  the delinquency plus interest and col lect ion

16 costs."  

17   The Division has recommended approving this

18 language.  The Commission noted a concern that the proposed

19 provision does not mention a judgment may f irst be obtained

20 before a l ien can be recorded at a given customer's property. 

21 Thus, the Commission would l ike the Company to either explain

22 whether i t  proceeds it  would f irst obtain a judgment--place a l ien

23 on property or whether the Company has a dif ferent process in

24 mind.

25   And the Commission also expresses about tenants. 
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1 And I would l ike to address that next,  i f  I  may.  In Discussion

2 Exhibit  No. 1 on sheet 14, the second paragraph on page--

3 Paragraph (e), the Company has proposed a change to that

4 language so i t  now reads, you know, in relevant part,  the

5 Company may f i le a l ien, as allowed in the customer's signed

6 Water Service Agreement or by law, on the parcel of  property

7 serviced, and so on.

8   THE HEARING OFFICER:  Mr. Long, I 'm sorry. 

9 Which page are you looking at?

10   MR. LONG:  Page .14 of  Discussion Exhibit  1.

11   THE HEARING OFFICER:  Okay.

12   MR. LONG:  Paragraph (e) at the top.

13   THE HEARING OFFICER:  Yes.  Okay.  And you're

14 reading the language that 's proposed there. Is that correct?

15   MR. LONG:  Correct.

16   THE HEARING OFFICER:  Okay.  And, I 'm sorry, I

17 thought you were addressing the issue of  the tenant.

18   MR. LONG:  I  asked that we could address that

19 next separate issue.

20   THE HEARING OFFICER:  Okay.

21   MR. SMITH:  Yeah.  So, the language we're

22 proposing wil l  al low us to have a l ien either i f  we have signed

23 agreement that al lows for a l ien, which is common pract ice in

24 most water companies, or we get a judgment and have one by

25 law.  And those would be the two circumstances we would be
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1 entit led to a l ien, either consensual l ien or a--

2   MS. SCHMID:  And the proposed language is

3 acceptable to the Division.

4   THE HEARING OFFICER:  Okay.

5   MR. LONG:  The next concern expressed by the

6 Commission, as ordered, is regarding propert ies leased to a

7 tenant, so rental property situat ions. And this was discussed, at

8 some length, with the Division yesterday.  And the Company

9 proposes language that would essential ly allow--

10 that would essential ly keep the homeowner responsible for al l

11 bil ls and al l  del inquent amounts, but that would also al low the

12 tenant to be bi l led.

13   THE HEARING OFFICER:  And do you have

14 language to that ef fect in the tari f f?

15   MR. LONG:  No, not yet.

16   THE HEARING OFFICER:  Is that something you

17 anticipate draf t ing when you submit your revised tarif f?

18   MR. LONG:  Yes.  And we expect to discuss that

19 with the Division beforehand.

20   THE HEARING OFFICER:  Okay.  That 's helpful

21 clarif icat ion.  Thank you.  Mr. Long, back to that same issue, I

22 would assume you would have agreements with both part ies that

23 acknowledge their respective responsibi l i t ies.

24   MR. LONG:  Correct.

25   MR. SMITH:  Again, that 's common pract ice in the
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1 water community.  Because the problem you have, and I 've

2 been--not to get of f  on a tangent, but i t 's very common in some

3 communit ies, i f  there are a number of rentals, that the renter

4 doesn't  pay.  And if  you don't  have the owners responsible, then

5 the new renter comes in and there's a balance and, you know,

6 you don't  have anybody.  So, you make both responsible so that

7 both the renter who was there and tenant and landlord are

8 responsible so the changeover of  tenants doesn't  cause you to

9 lose the abil i ty to col lect that money.

10   THE HEARING OFFICER:  Okay.  And I 'm just

11 asking this out of  curiosity.  I 'm not trying to micromanage.  I 'm

12 just curious.  Would you--as part of  that agreement, would there

13 be a deposit required f rom both part ies as an assurance?

14   MR. SMITH:  Yeah.  That 's typical ly the case.

15   THE HEARING OFFICER:  Okay.  Again, i t 's not our

16 bag, but I  was just curious, because I just l ike to know those

17 things f rom a curiosity standpoint.  Please proceed.

18   MR. LONG:  That brings us to the last point raised

19 by the Commission, page .10 on the paragraph that starts on

20 15(f) termination.  And I bel ieve we've already addressed that

21 language previously regarding legal fees in dispute with the

22 Company.  And the Company has agreed to simply remove that

23 language about legal fees.

24   THE HEARING OFFICER:  Okay.  Very good.

25   MR. LONG:  As far as the Company is concerned,
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1 that is the end of  our l ist  of  issues.

2   THE HEARING OFFICER:  Anything further, Mr.

3 Smith?

4   MR. SMITH:  What we would propose is we would

5 prepare a revised tari f f .   We would submit both a clean and a

6 redline with the changes we talked about today to the Division,

7 also to the Commission, just for ease of spott ing those things.

8 And, then, would hopeful ly get that tarif f  with those revisions

9 approved, hopeful ly by August 1 is what we would shoot for.

10   THE HEARING OFFICER:  Okay.  W ith your redl ine,

11 are you going to include a clean copy?

12   MR. SMITH:  Yes.

13   THE HEARING OFFICER:  Okay.  And wil l  you

14 make it  also clear that you're withdrawing the prior f i l ing?

15   MR. SMITH:  We wil l  make that clear, as well .   We

16 are withdrawing the prior f i l ing so that i t  wil l  be the clean copy,

17 the new one that wil l  be on f i le.

18   THE HEARING OFFICER:  Excellent.   Okay.

19   MR. SMITH:  And we expect to do that by the end

20 of this week.

21   THE HEARING OFFICER:  Okay.  Ms. Schmid.

22   MS. SCHMID:  Ms. Benvegnu-Springer, do you have

23 anything to add or you would l ike to discuss?

24   MS. BENVEGNU-SPRINGER:  I  would l ike to add

25 that the Company does have the security deposit  clause in their
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1 tarif f  on page .6, i tem No. 14.  And it  goes over to sheet 7.  And

2 that does apply to, then, the individual who uses the water.

3   THE HEARING OFFICER:  Are you suggesting that

4 might need to be broadened, given what they discussed with the

5 tenant/ landlord situat ion?

6   MS. BENVEGNU-SPRINGER:  It  might, depending

7 upon how they def ine the customer.

8   THE HEARING OFFICER:  Mr. Long.

9   MR. LONG:  I  agree with Ms. Springer.  I  bel ieve

10 that 's something the Company and the Division can work out

11 and agree upon language to that extent.

12   THE HEARING OFFICER:  Okay.  Very good.

13 Anything further?

14   MS. BENVEGNU-SPRINGER:  No.

15   THE HEARING OFFICER:  Okay.

16   MS. SCHMID:  Nothing further f rom the Division.

17   THE HEARING OFFICER:  Okay.  Mr. Smith,

18 anything else, f inal comments?

19   MR. SMITH:  I  think my f inal comments is I  just

20 want to thank the Commission for giving us a chance to work

21 through these today and also giving us breaks when we needed

22 breaks to do that. That 's very appreciated.  I  also want to thank

23 the Division and thank them for their working through these f inal

24 language issues with us.  Very appreciat ive of their cooperat ion

25 and wil l ingness to do that.
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1   THE HEARING OFFICER:  Well,  I 'm sure they

2 appreciate that and so does the Commission.  Thank you very

3 much.  We'l l  look for your f i l ings.  And if  there should be

4 anything further and necessary, we' l l  not i fy you of  that.   And,

5 so, we' l l  wait  for your f i l ing.

6   MR. SMITH:  Thank you.

7   MS. SCHMID:  Thank you.

8   THE HEARING OFFICER:  Thank you al l  for being

9 here and for your test imony.  Appreciate i t  very much.  We're

10 adjourned. 

11             (Hearing concluded at 11:05 a.m.)
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1                           CERTIFICATE

2   This is to cert ify that the foregoing deposit ion was

3 taken before me, NANCY A. FULLMER, a Registered Merit

4 Reporter and Notary Public in and for the State of  Utah;

5   That said witness was duly sworn to test i fy the

6 truth, the whole truth, and nothing but the truth;

7   That the deposit ion was reported by me in

8 stenotype and thereaf ter caused by me to be transcribed into

9 typewrit ing, and that a ful l ,  t rue, and correct transcript ion of

10 said test imony so taken and transcribed is set forth in the

11 foregoing pages;

12   That no review of  this deposit ion was requested by

13 either party or the witness and, therefore, pursuant to Rule

14 30(e) of  the Utah Rules of  Civi l  Procedure the review was

15 waived.

16   I  further cert i fy that I  am not of  kin or otherwise

17 associated with any of  the part ies to said cause and am not

18 interested in the event thereof.

19 .

20                               __________________________

21                               Nancy A. Fullmer, RMR

22                              

23

24

25                               


