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1 July 16, 2019 10: 02 a. m

2 PROCEEDI NGS

3 PRESI DI NG OFFI CER HAMVER: Let's go on the

4 record please. Good afternoon. This is the tine and

5 pl ace noticed for hearing in the Investigation of South

6 Duchesne Culinary Water Inc.'s Conpliance with

7 Applicable Adm nistrative Rules and tariff. It's

8  Commi ssion Docket No. 18-2372-01.

9 My nane is Mke Hanmer. |'mthe conm ssion's
10 designated presiding officer for this docket. Let's go
11 ahead and take appearances begi nning with the conpany,
12  pl ease.

13 MR CRAPO  Good afternoon, your Honor. My

14 name is David Crapo with the law firmof Crapo Deeds,

15 and | amhere to represent South Duchesne Culinary

16 Water.

17 PRESI DI NG OFFI CER HAMMER:  Thank you,

18 M. Crapo.

19 M5. SCHMD: Patricia Schmd with the Attorney

20 Ceneral's office on behalf of the Uah D vision of

21 Public Uilities, and with ne as the division's wtness

22 i s Shauna Benvegnu- Spri nger.

23 PRESI DI NG OFFI CER HAMVER:  And M. Crapo, are

24  you al one today? Do you have soneone on the phone?

25 MR CRAPO. No, your Honor. | amsolo.
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PRESI DI NG OFFI CER HAMVER:  Ckay. How woul d

the parties like to begin? 1Is there interest in having
counsel naking remarks before there's any testinony?
And if so, who would like to go first?

MR. CRAPO  Your Honor, do you stay seated

PRESI DI NG OFFI CER HAMVER:  You are wel cone to
stay seated.

MR CRAPO  Thank you. As you are aware, the
Department of Public Utilities submtted a report on My
30th, 2019, and under your order we are to submt a
response on July 1, which we did.

Sout h Duchesne has opened their doors to the
departnment, had themconme in. They really have no
di sagreenent with the factual findings as contained in
the report. W are prepared to stipulate that that
report could cone in.

There are two mnor little corrections, one
little typo and one little correction that we would
recommend. On page 12, where it tal ks about the
recommendation, and this is the one past devel oper and
owner charges. In the very last line, it says, "The
di vi sion recomends the conm ssion order the utility to
pay the anobunt owed."

| believe that should say, the devel oper to

Litigation Services | 800-330-1112
www. | i tigationservices.com




HEARI NG  DOCKET NO. 18-2372-01 - 07/18/2019

© o0 ~N o o b~ w N

N N NN NN R R R R R R R R R R
o A W N P O © 00 N OO0 0o b~ wWw N +—» O

Page 5
pay the anmount owed, or the devel oper, slash, Steed to

pay that. So | think that was just a typo.
Then on page 13, where it's the water purity
standard headi ng, says, "The utility failed to provide

witten notice to all the custoners when it had the

maj or break."™ W don't believe that's correct. They
provided it to the customers. It wasn't to the
director.

So if you look at their -- at the exhibit that
is attached, under Exhibit 1, which is -- there is the
letter of April 22nd, 2019, fromthe Departnent of
Environmental Quality. And then you turn back a page
further to the notice of violation. And then you turn
to the third page of that violation on paragraph 11.

On the last sentence, it said "the system"”
This is where they are saying what they thought the
notice violation was. "The system never provided the
Tier 1 public notice boil order required under the Ut ah
code as a result of this event to the director.”

Just to clarify, when they had the break,
Sout h Duchesne did give no boil notices to everybody.
And they did provide bottled water to everyone who
needed it, and then they hurried and tried to start
fixing it because it broke during the mddle of the

night. They did not tell the director of drinking
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. . Page ©
water, and that's the violation.

So we think with that mnor correction on page
13, the utility failed to provide witten notice to the
director as noted on that, W believe that woul d be
accurate. Those would be the only two technical
changes. But otherw se, we believe the factual sumary
is correct.

We agree to stipulate to the facts of this
report, noting that we have a different interpretation,
whet her they are violations or not. But the factual
part we have no di sagreenent with, and that m ght
expedite this, and you don't have to have Ms. Springer
spend her tinme reviewing it.

M5. SCHMD: | think it would be hel pful for
Ms. Springer to address a few issues, adopt her report
as her testinony, and during that process we wll make
the corrections that you noted. The division would have
no obj ection, however, to the conpany proffering its
response filing and that being accepted in |lieu of the
testinmony of Ms. Steed, if that's acceptable to the
comm ssi on.

MR CRAPO That's acceptable to us, your
Honor .

PRESI DI NG OFFI CER HAMMER: That's fine with

me. So shall we proceed, first of all, by accepting the
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proffer?

MR. CRAPO.  Yes, your Honor.

PRESI DI NG OFFI CER HAMVER.  All right. It is
considered admtted. And Ms. Schm d, would you like to
call your w tness?

MS. SCHMD: Yes. 1'd like to call M. Shauna
Benvegnu- Springer as the division's witness. My she
pl ease be sworn.

PRESI DI NG OFFI CER HAMMER: M. Crapo, do you
have any objection to Ms. Springer staying seated where
she is?

MR CRAPO No. That's fine, your Honor.

PRESI DI NG OFFI CER HAMVER:  Ms. Springer, do
you swear to tell the truth?

THE WTNESS: | do.

PRESI DI NG OFFI CER HAMVER:  Go ahead.

SHAUNA BENVEGNU- SPRI NCER
was called as a witness, and having been first duly
sworn to tell the truth, the whole truth, and nothing
but the truth, testified as foll ows:
DI RECT EXAM NATI ON

BY Ms. SCHM D

A | just have a couple --

Q Let ne -- | need to nmake ny introduction and

earn ny keep first. Could you please state your ful

Litigation Services | 800-330-1112
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nane, title, enployer and business address for the rage 8
record.

A Shauna Benvegnu- Springer. Shauna
Benvegnu-Springer. | work for the Division of Public

Utilities ocated at 160 East 300 Sout h.

Q And your title?

A My title is utility technical consultant.

Q On behalf of the division, did you participate
in this docket?

A | did.

Q Did you personally participate in the audit
and go to the conpany's facilities?

A | did.

Q Did you prepare or cause to be prepared and

filed the division's meno in this docket?

A | did.
Q Are -- which was done on May 30th, 2019?
A Correct.
Q Do you have any changes or corrections to
t hat ?
A. | do. On page 12, under violation 5, in the

calculation it shows that there is 110 lots for standby
fees that were not billed. That should be 125 lots. |
pi cked up the 110 from above, which is actually the

wat er custoner count. Therefore, the cal cul ati on shoul d
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1 be $146, 250. rage
2 Q Coul d you pl ease repeat that slower.
3 A Ckay.
4 Q Just the nunber.
5 A The total nunber?
6 Q The dol l ar figure.
7 A 100 -- 1000 -- 100, 046, 250 doll ars.
8 Q Thank you.
9 PRESI DI NG OFFI CER HAMVER:  For clarificati on,
10 146, 250.
11 THE W TNESS: 250.
12 PRESI DI NG OFFI CER HAMVER: Ckay, thank you.
13 A Goi ng then down to the recommendation, on the
14  first line, the 128,700 should read 146, comma, 250
15 thousand doll ars.
16 Q (By Ms. Schmd) 250 dollars?
17 A 250 dollars. 146, comma, 250.
18 Q  Ckay.
19 A Same anmpunt as what | stated above.
20 Q Do you have any other corrections, including
21 t he ones that the conpany's counsel pointed out?
22 A The first one -- let's see. \Were was it?
23 Q | think that was violation No. --
24 A Page 12.
25 Q -- 5 on page 12.
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_ Page 10
A Yeah. \Were they want to change it, the

order -- order the utility to pay, change it fromthe
utility to the Steeds. That's -- that should be
corrected.

MR. CRAPO It would be devel oper, sl ash,
St eeds.

A Devel oper, slash, Steeds. Ckay.

Q (By Ms. Schmd) And then do you have any --

A Regarding the priority water standard
violation, it was ny understanding that the utility only
provided notice to those residents currently living in
t he subdivision, and they did not provide witten notice
to all custoners.

Q And so you believe what you have witten is
correct?

A |'s correct, uh-huh.

Q And you believe that it is a violation as you
reconmmended?

A Correct.

Q kay. Wth that, have you had a chance to
update any of the figures?

M5. SCHMD: And at this point the division
woul d i ke to nove for the adm ssion of DPU Hearing
Exhibit 1, and what it isis, it is a calculation of the

charges owed by the devel oper, slash, Steeds that was

Litigation Services | 800-330-1112
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1 just provided to conpany counsel this norning -- ofa%%iél
2 afternoon, however.

3 A The -- when the recommendation was made to the
4  commssion, we did not calculate the interest on the

5 anmounts that were owed. So this exhibit provides those
6 calculations on both the water charges and the standby

7 fee charges that would be owed by the devel oper, sl ash,
8  Steeds.

9 So as you go to five, point 5 the $7,320 is
10 the normal $40 charge per nonth for water. The 366

11  thousand doll ar charge -- $366 charge, would be the 2

12 dollar for anything over 10,000 water -- 10,000 gal |l ons
13  per nonth.

14 Q (By Ms. Schmd) So an overage usage charge?
15 A Correct. And anything then over the 12,000

16 that they are only able to use is at 2,000 -- two

17 dollars per thousand, and so that anmount is averaged

18 over the 183 nonth period that this would be due.

19 Now, there is a question on whether we started
20 this calculation based on their tariff, and so we
21 started on Septenber 1st, 2003. That date coul d change
22  because we don't know when exactly that they took
23  occupancy of that cabin. The Septenber 2003 date is the
24 date that they had the tariff approved, so that day
25 coul d change, therefore changing the nunbers if they

Litigation Services | 800-330-1112
www. | i tigationservices.com




HEARI NG  DOCKET NO. 18-2372-01 - 07/18/2019

© o0 ~N o o b~ w N

N N NN NN R R R R R R R R R R
o A W N P O © 00 N OO0 0o b~ wWw N +—» O

. . Page 12
have I nformation to counter that.

Q Turning now to the second part, which is the
standby charges, can you explain that?

A The standby charges for all of the lots, |
think it's on page 7.

Q Un- huh.

A So the Steed, slash, devel oper owned 125 | ots,
and in the tariff it does state that there's a $15
charge that's to be paid by any | ot owner for access to
the water system even though they are not receiving
water. So based on the way they are supposed to
calculate the interest, they woul d be charged the same
interest as if soneone who didn't pay the standby fees
as a custoner. Because the tariff states that all lots
t hat have access to the infrastructure would be charged
t he standby fee.

So going over to the total, there would be
146,852 dollars and 19 cents in interest on the 146, 000
250, 000.
Q And then the total would be?
A. Total would be 311, 102 dollars and 19 cents.
M5. SCHMD:. Wth that explanation and
foundation, the division would |like to nove for the
adm ssion of DPU hearing Exhibit 1.
MR CRAPO. W& woul d object to the adm ssion

Litigation Services | 800-330-1112
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1 of the exhibit, your Honor. The exhibit was not tinely
2 provided to us. It was provided just a mnute or two

3 before this hearing began. W also believe there's

4 potentially significant errors in this exhibit. The

5 cabin was not conpl eted under our understanding in 2003.
6 We would have to verify when that cabin was done wth

7 the Steeds.

8 This was al so a phased project, and projects

9 were platted and phased at different tines, and we would
10 have to verify which of those 110 lots were actually

11 platted and avail able at that point. And we do not have
12 a spreadsheet to verify the calculations and to be able
13 to see if the sales and the cal cul ations are consi stent
14 with the tariff.

15 And to provide this exhibit only a mnute

16 before the hearing when they were ordered to give this
17 30 days ahead, and at | east for hearings a 10 day notice
18 of exhibits, we believe is inappropriate to admt this
19 as an exhibit at this point. W also reserve argunent
20 as to explain why we do not believe this is a violation
21 anyway. But we ask that this exhibit not be allowed to
22  be subm tted.
23 PRESI DI NG OFFI CER HAMVER:  Ms. Schm d?
24 M5. SCHMD: Yes. | amunfamliar with the 30
25 day and 10 day requirenment prior to hearing. | don't
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1 know if that is a rule of Uah civil procedure. ng%%'%4
2 believe it was ordered in this case.
3 The divi sion does apol ogi ze for the tardy
4 provision of this and would not object to this being
5 admtted, providing the spreadsheets to the conpany, and
6 giving the conpany a reasonable anount of tinme to file a
7 response to this exhibit, if the record could be held
8 open for that, if that would be acceptable to the
9 conpany's counsel and to the conm ssion.
10 MR CRAPO It's not acceptable, your Honor.
11 The order that you issued on Decenber 11th provided that
12 the DPU should present its report and its evidence on
13 My 30th, 2019, and that we would be allowed 30 days
14  until July 1 to respond. This information is untinely
15 and should not be allowed at this hearing.
16 If this conm ssion determnes that there is a
17 violation for water not charged for the Steed cabin or
18 for the undevel oped lots that were owned, if that is
19 determned, we would be willing to take this exhibit,
20 reviewit, try to find out the correct dates for when
21 |ots cane into existence, when the cabin canme into
22 existence, and to verify the spreadsheet.
23 W believe it would be premature to be able to
24 do that at this point and would ask that it not be
25  accept ed.

Litigation Services | 800-330-1112
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1 M5. SCHMD:. And if | may, | apol ogize. P?ge +
2 forget about the Decenber order and the tinelines

3 established by that. | was not trying to m sl ead.

4 had nerely forgotten.

5 PRESI DI NG OFFI CER HAMVER: | am going to

6 sustain the objection with respect to the adm ssion of

7 the exhibit. M. Springer may testify as to her beliefs
8 as to whether or not interest charges are appropriate

9 and whether those -- whether the DPU s report failed to
10  include them

11 M5. SCHM D: Thank you.

12 Q (By Ms. Schmd) M. Springer, would you like
13 to address the question that the hearing officer invited
14 you to address?

15 A Yes, | would. In the report -- | amjust

16 looking for it right here -- we did state that interest
17 was not calculated on the anbunt. But | am not seeing
18 where it says that

19 MS. SCHM D: Could we have a brief recess?
20 PRESI DI NG OFFI CER HAMVER:  Any obj ecti on,
21 M. Crapo?
22 MR CRAPO If you would like, | can point out
23  where that paragraph is, if it would help M. Springer.
24 On the bottom of page 12, at the recommendation, the
25 |ast sentence says, "The division did not calculate the

Litigation Services | 800-330-1112
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| ate charges that woul d have accrued on these amounts --

or accounts. The division recomends the conm ssion
order” -- now change -- "the devel oper, slash, Steeds to
pay the anount owed."

| believe that's the section you are | ooking
for, is it not?

THE WTNESS: That's correct, yes.

PRESI DI NG OFFI CER HAMMER: Do you still w sh
to take a recess, Ms. Schm d?

THE WTNESS. No, that's fine.

M5. SCHM D. No. Thank you

Q (By Ms. Schm d) And what is the anount that
the division said the now corrected devel oper, owner
owed the utility as stated in your reconmendation?

MR CRAPO  (bjection. Your Honor, they are
nmerely trying to put in by evidence, by oral testinony
what they failed to give us. The statenment stated that
they did not calculate those charges. Wen we read
this, we assuned they are not going to inpose interest.
They have deci ded not to.

And now at the very beginning of this hearing,
presented this exhibit, which has not been allowed, and
now they are orally trying to give the words that are
contained in the exhibit. W believe that is

i nappropriate and it should not be allowed to change
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that position at this |ate date.

M5. SCHMD:. Wth that, | wuld like to
request a recess for a few nonents.

PRESI DI NG OFFI CER HAMVER:  We'l| recess for 10
mnutes. We'Ill reconvene at 1:35.

M5. SCHM D. Thank you

(Recess from1:21 to 1:25 p.m )

M5. SCHM D. Thank you. | have a few nore
questions for Ms. Benvegnu- Spri nger.

Q (By Ms. Schmd) Turning to violation No. 5
where you recently corrected the 110 lots to 125 and
noted the base figure then becones 146, 250, did |
summarize that correctly?

A Yes. That's correct.

Q And the 146, 250 was increased fromthe 128, 700
nerely because of the nunber of lots?

A Correct.

Q There is no interest in that 146, 250; is that
correct?

A That's correct.

M5. SCHMD:. Wth that correction and
expl anation, the division would Iike to nove for the
adm ssion of the DPU menorandum dated May 30th, 20109.
MR. CRAPG.  Your Honor, we believe there still

may be one correction, if | mght be able to ask a few

Litigation Services | 800-330-1112
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1 questions or cross-exam nation questions -- rage 18
2 MS. SCHMD: O course.

3 MR CRAPO -- before the adm ssion occurs.

4  Then maybe that woul d resolve any objection that we

5 would have.

6 PRESI DI NG OFFI CER HAMVMER: That's fine. Do

7 you have any additional direct questions, Ms. Schm d,

8 before we nove to that?

9 M5. SCHM D:. Actually | do. Just a few

10 Q (By Ms. Schmd) M. Benvegnu-Springer, are
11 you famliar with the dockets that are sonewhat rel ated
12 to this, the Adsen and Housekeeper conpl aints, Docket
13 No. 17-23-7201 and 17-23-72027

14 A | am

15 Q Are you famliar with the order, the

16 consolidated order on petition for rehearing that

17  suspended 70 percent of the fine originally included in
18 those dockets?

19 A | am awar e.
20 Q Wul d you accept, subject to check, that the
21 anmount suspended was $14, 1757
22 A That's correct.
23 MR CRAPO  Your Honor, if | maght, |
24  apol ogi ze for interrupting. | mght object to this line
25 of questioning. The docunent is an official record of
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this conmmssion, and it speaks for itself. M. Springer

did not participate in that proceeding.

The anounts are identified on the page. You
have them | don't believe it's necessary for a wtness
who was not there to read or to attest that that is a
truthful docunent. It is already accepted in the
record.

PRESI DI NG OFFI CER HAMVER: Wl l, | intended to
ask the DPU as to what its position was with respect to
t he suspended portion of the penalty anyway, and | think
we're just getting there.

M5. SCHMD: | amjust |aying opportunity
foundation for ny next question for
Ms. Benvegnu- Spri nger.

MR CRAPO. W are fine without that
foundation. |If they would |like to ask what their
position is, we wouldn't object to that.

PRESI DI NG OFFI CER HAMMER:  Overrul ed.

MS. SCHMD: | think that --

PRESI DI NG OFFI CER HAMMER:  Overrul ed. You can
proceed.

M5. SCHM D: Thank you

Q (By Ms. Schm d) M ss Benvegnu-Springer, is it
the division's position that the order -- that your

audit found violations of statute, rule or tariff, that

Litigation Services | 800-330-1112
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- _ _ Page 20
within the three years followng the April 3rd, 2018,
order?

A Yeah. | am aware of the suspension of the

fees related to those two conpl aints.

Q And so it is clearly your testinony that
violations of statute, rule or tariff are presented in
your docunent and your -- supplenmented by your testinony
today; is that correct?

A Yes. Just to expand a little bit, the issues
that | found are sonewhat different, with exception of

the late charge fee that's been assessed over the years.

That's the only violation fromprior that still exists.
Q But --
A Besi des the past-due devel oper charges.

Q But if we refer back to the order, and | wll
just ask the conm ssion to take note of this order, in
which it said any violation of a tariff, of a statute,
rule or tariff. It didn't specifically limt
reinstating the suspended anmount to the fact that they
had to be directly tied to the Housekeeper or O sen
vi ol ati ons.

M5. SCHMD: It is my argunent, since we are
sort of intermngling argunent and testinony, that
because of what the division found, it is appropriate

for the comm ssion to reinstate the $175, 000 t hat was
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1 suspended. rage <
2 PRESI DI NG OFFI CER HAMVER: Wl |, "Il give

3 each of you an opportunity.

4 M5. SCHM D. kay.

5 PRESI DI NG OFFI CER HAMVER:  Each of counsel an
6 opportunity to state something additional at the end.

7 Do you have any additional questions?

8 M5. SCHMD:. Oher than to ask that -- just to
9 ensure that the division's nmenorandum was accepted as an
10 exhibit.

11 PRESI DI NG OFFI CER HAMMER: | think M. Crapo
12 had a few questions, and perhaps we can resolve his

13 objection. If not, then I'Il rule onit. Go to you,

14 M. Crapo. Do you have any cross-exam nation questions
15 for Ms. Springer?

16 MR CRAPO  Yes, | do, your Honor. Thank you.
17 CROSS- EXAM NATI ON

18 BY MR CRAPQO

19 Q Ms. Springer, good afternoon.
20 A Good afternoon.
21 Q Can't see her there. 1'd |ike to have you
22 turn to page 13.
23 M5. SCHMD: |I'msorry. Could you please
24 speak up a little bit.
25 Q (By M. Crapo) I'd like to have you turn to

Litigation Services | 800-330-1112
www. | i tigationservices.com




HEARI NG  DOCKET NO. 18-2372-01 - 07/18/2019

© o0 ~N o o b~ w N

N N NN NN R R R R R R R R R R
o A W N P O © 00 N OO0 0o b~ wWw N +—» O

Page 22
page 13 pl ease.

A Ckay.

Q O your nenorandum dated May 30th, 2019. Do
you have that?

A | do.

Q | believe the only area that we have a
di sagreenent about was the water purity standard at the
bottom of that page where it says, "The utility failed
to provide notice to all custoners.” | believe we
recommended it would be to the director, and your belief
it was to all custoners, correct?

A Correct.

Q Could I have you turn to the Exhibit 1 to your
menor andum and behind the transmttal |etter of that
exhibit fromthe Departnent of Environmental Quality is
a notice of violation, adm nistrative order. Do you see
t hat ?
| do.

And could you turn to page 3 of that order?

Ckay.

> O >

Q And you see in paragraph 11. And could you
read the | ast sentence of that paragraph, please.

A The | ast sentence?

Q The | ast sentence. The system never provided.

A Ckay. "The system never provided the Tier 1
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1 public notice boil -- slash, boil order required b§a ea%B
2 code annotated R309-220-5 as a result of this event to
3 the director as required.”

4 Q Ckay.

5 A "By |aw. "

6 Q The statenent that you are naking in your

7 report, that there was a failure of notice, is based

8 upon the Departnent of Environnmental Quality's

9 proceeding; is that correct?

10 A Right. [It's based upon the fact that they
11 sent a letter not approving the systemfor use to the
12  public.

13 Q Right. There were two violations alleged in
14 that. One was the failure to give the director noti ce,
15 and the other was the pressure item correct?

16 A Correct.

17 On a coupl e of cabins?

18 A Yes.

19 Q This No. 11 applies to the notice, correct?
20 A Correct.

21 Q And doesn't it say here that the failure was
22 to give notice to the director? Does it not?

23 A |t does.

24 Q And under the code section there, Utah

25 annotated code or code annotated, or Utah adm nistrative

Litigation Services | 800-330-1112
www. | i tigationservices.com




HEARI NG  DOCKET NO. 18-2372-01 - 07/18/2019

© o0 ~N o o b~ w N

N N NN NN R R R R R R R R R R
o A W N P O © 00 N OO0 0o b~ wWw N +—» O

o . Page 24
code and the rule 309-220-5, are you famliar with that

notice provision?

A | amfor -- | am sonewhat aware.

Q And doesn't the notice provision require that
you give notice to those that are actually receiving
wat er that could need to be boil ed?

A It --

M5. SCHMD: | would object to the question on
that. The adm nistrative rule speaks for itself.

Q (By M. Crapo) Are you aware, did South
Duchesne - -

PRESI DI NG OFFI CER HAMMER:  Overrul ed. You can
answer the question.
MR CRAPO  Thank you.

Q (By M. Crapo) Do you know?

A | amsorry. \Wat?

Q Do you know if this code section requires that
the notice be given to those who are receiving water so
that they can boil it?

A It's my understanding that that is what the
notice is, is they are supposed to provide notice to all
custonmers of the boil order.

Q Uh- huh. Al custoners that are receiving
water so they can boil it?

A. Al custoners who have access to water,
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correct.

Q Right. So if there's a |lot that does not have
a connection with any water yet, a standby fee, would

there be any water to boil?

A No.

Q Ckay.

A And so those -- those custoners would not even
be part of the notice. |It's those cust -- the 110

custonmers that are receiving water.
MS. SCHM D: 125?
THE WTNESS: 110.
MS. SCHM D: 110.

A That are receiving water that would need to
receive the notice, whether they are on-site or not
on-site. It's my understanding that the conpany did
provide water to all of the ones who they knew were
living in their residence.

Q (By M. Crapo) And provided a notice on the
door of every single cabin, correct?

A Correct. That's correct.

Q Whet her they were present or not?

A Provide -- well, it's my understanding that
they just did it to those that they knew were |iving
there. They didn't send it to all of the ones that

don't live there.
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Q Are you aware of any docunent where the

Departnent of Drinking Water or Environmental Quality
found that South Duchesne did not properly provide
notice to its owners other than the director?

A Just from conversation that | have had with
the staff.

Q Ckay. Thank you

MR. CRAPO  Your Honor, we don't have any
ot her questions in that regard. W believe it's
accurate to state what the Departnment of Environnental
Quality found, is that it was only to the director. CQur
proffer is that notice was given to all who needed to
boil the water, and the Departnent of Environmental
Quality found under that statute that it was acceptable
other than to the director.

M5. SCHMD: And at this point | would like to
object to the proffer. Wat | agreed to was that the --
was that we would not object to the conpany's response
being in. And he has not noved for -- and that is in,
and | think it speaks for itself.

PRESI DI NG OFFI CER HAMMER: So for clarity,
yes, that's correct. M understanding of the proceeding
is that the conpany proffered its response to the
report, which was dated the first of July. It was

admtted. There was no objection.
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1 Wth respect to the adm ssion -- pardon E%?e °f
2 the division's report, which isn't -- oh, I"'msorry,

3 dated May 30th, 2019, Ms. Schmid has noved the

4 admssion. | would note that the parties don't need to
5 agree whether all the contents are accurate for it to be
6 admtted. The conpany's objections to veracity of

7 nunerous statenents are noted, but we can admt it, and
8 we'll consider it admtted at this tine.

9 MR CRAPO  Thank you, your Honor.

10 PRESI DI NG OFFI CER HAMVER: Do you have any

11 additional questions, M. Crapo?

12 MR. CRAPG  No, Your Honor.

13 MS. SCHM D: The division has nothing further
14 at this point.

15 PRESI DI NG OFFI CER HAMMER: Let me ask you,

16 M. Schmid, and you can answer this or your w tness can.
17 So it's the division's position that the suspended

18 portion of the penalty fromthe prior proceeding should
19 be reinstated in full?
20 M5. SCHM D: That is the division's position.
21 Yes.
22 PRESI DI NG OFFI CER HAMVER:  Does the divi sion
23 has a recommendation as to whether any penalty is
24  appropriate with respect to the -- any new viol ations
25 alleged to have existed today and if so, the anpunt?
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1 M5. SCHM D: | would request that ny mﬁtﬁg%% “°
2 be able to address that.

3 PRESI DI NG OFFI CER HAMVER:  Ms. Springer, do

4 you have a recommendati on?

5 THE WTNESS: W believe that there should be
6 a fee penalty, particularly for the water purity

7 standard. And in the past the $500 per day was snall in
8 conparison to what the violations are. Yet $2,000 a day
9 is considerably a lot for a small water conpany. So at
10 this point, we would --

11 M5. SCHMD:. And if | may just ask her one

12 clarifying question. 1In addition to the water purity

13 standard, the division found that there were other

14 violations as well?

15 THE WTNESS: That's correct.

16 M5. SCHM D. So any reconmended penalty

17 related to this docket specifically would not nerely

18 address the water purity standard?

19 THE WTNESS: Right. It would address all six
20 of the violations that we nentioned.

21 M5. SCHM D:. Wuld the division reconmend a

22 small penalty for these, the violations in this docket?
23 THE WTNESS: Definitely it would be the

24 mninmum W would -- that we would recomrend, of the

25 $500 per day. But we would |leave that to the conm ssion
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to determ ne.

PRESI DI NG OFFI CER HAMVER: Al l right.

M. Crapo, do you have any foll ow up questions given
that | asked the witness a question?

MR. CRAPO.  No, just argument and position,
your Honor.

PRESI DI NG OFFI CER HAMVER:  All right. If
there are no objections fromthe parties, ['Il allow
M. Crapo to argue first. M. Schmd, you will have an
opportunity to respond and then give M. Crapo the final
word. M. Crapo, go ahead.

MR. CRAPO  Thank you, your Honor. | think
would like to begin by going back to the COctober 30th
menor andum or report that was prepared by the DPU. In
t he concl usi on page, page 5 --

MS. SCHM D: Pardon ne. The Cctober?

MR. CRAPO Yes, the first report that DPU
di d.

M5. SCHM D. kay.

MR. CRAPO. There have been two reports, your
Honor. Is it okay if |I say DPU or --

PRESI DI NG OFFI CER HAMVER:  That's fi ne.

MR. CRAPO  Thank you. The DPU has prepared
two reports, one dated Cctober 30th, 2018, and one My
30th, 2019. In the Novenber 30th, 2018 report, the
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1 conclusion -- | amstarting on page 5, the rage b
2 recommendations at the end is, one -- and it's a bull et
3 point. Don't have ones. But a bullet.

4 Provi di ng docunentation and the cal cul ati on of
5 | ate charges. So they are saying South Duchesne shoul d
6 provide those calculations. | wll say we believe those
7  have been provided, and M. -- M. Schnars also provided
8 a response on Novenber of 2018 that expl ai ned nore about
9 that. So we think that issue had been resolved at that
10  point.

11 The nunbers -- the second bullet is |earning
12  Qui ckBooks and how to access reports. In the May 30th
13 report, Ms. Springer found that that, the Qui ckBooks

14  experience, understanding was satisfactory. So that has
15 been resol ved.

16 No. 3 was billing of standby fees on devel oper
17 owned lots in the Steeds cabin. That was really the

18 first time this had been raised was back at that point.
19 And at that point, you will recall that the Steeds did
20 hold an auction, and they sold off everything that they
21  coul d.

22 And all the property was then noved on to

23 either a standby or to -- at |east ny understandi ng, as
24 reported in the report, was noved to a standby or to

25 eventually a water connection. So we believe that has
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been resolved as of the first of the year.

The fourth one is the nonthly reading, nonthly
nmeter reading as required by the tariff. And I'Il talk
about that in a mnute. But they do read nonthly unless
the snow is so deep that they can't open the neter box
on the ground.

And then No. 4, the filing of the 2017 report
and the 2017, '18 and '19 reports have all been fil ed.
So we believe all those itens fromthe Cctober report
have been renedi ed, taken care of and that there's no
violation in regard to any of those.

Now I will nove forward to the additi onal
review, visit and the report that was prepared by the
DPU in the May 30th, 2019.

The May 30th report alleges six violations of
either a rule of the Public Service Conm ssion or of a
tariff provision for South Duchesne Culinary Water. As
| noted in South Duchesne's response, we don't disagree
with the factual basis as reported. W just disagree
wth the interpretation. And we do not believe that
there is a single violation.

Therefore, our reconmendation ultimately is
that the penalty, the deferred anmount fromthe origina
order of the 14,000 does not need to be reinposed. Nor

do we believe that additional penalty should be inposed.
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1 But let ne take those one by one. rage 5z
2 | amlooking at -- if you would like to follow
3 along in sonme of our discussion, your Honor, you are

4 welconme to do so. | amlooking at nmy response, and item
5 No. 1 is the unapproved fee.

6 The assertion was, by the DPU, that South

7  Duchesne was chargi ng sonme unaut horized fee. South

8 Duchesne is authorized to charge a $15 standby fee for

9 undevel oped lots and a $40 mininumfee for those lots

10 receiving. W have never charged anything different

11 than that.

12 In the audit it was discovered that one

13 account had a billing anmount of $55. That was an owner,
14 an elderly couple, as noted in the report of

15 Ms. Springer, who has a cabin |ot and an undevel oped

16 lot. They own both. They are i mediately adjacent, and
17 they asked the water conpany, "Could you just send us

18 one bill for a $55, 15 and 407"

19 Sout h Duchesne accommopdat ed and sent a $55

20 billing. That is not an unauthorized fee. It's a $15
21 fee and a 40 fee. That's the authorized fee, so there's
22 no unauthorized fee there. The question is the billing
23  appropriateness. W think this is a mnor issue.

24 When Ms. Springer sawit, she said, "You

25 really should send themtwo invoices or sonmehow break it
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1 out." South Duchesne said, "Fine. |f you believzage >
2 that's what we need to do, let's fix it now"

3 Ms. Chris Koford, the accountant bookkeeper

4 for the conpany, with Ms. Springer present, clicked the
5 box in Qui ckBooks to separate the invoices, and since

6 May it's been two separate billings. W don't believe
7 that's a violation, nor do we believe it nerits a

8 penal ty.

9 No. 2, delinquent accounts. There are a

10 nunmber of delingquent accounts on $15 standby fee,

11 primarily people who have bought the |lots, have not

12 built cabins, and they just don't want to pay the $15
13 fee. And they are saying, | amnot going to pay it.

14 M5. SCHM D. (Objection. These are facts not
15 in evidence, and so | object to their use in argunent.
16 MR. CRAPO.  Your Honor, | amonly nerely

17 stating what is in Ms. Springer's report. Maybe | have
18 added a few of ny interpretations of those, and |

19 apologize. I'll try to be nore careful.
20 PRESI DI NG OFFI CER HAMVER:  The comm ssi on
21 understands it's receiving argunent. M. Crapo can
22 proceed.
23 MR CRAPO. And | note that | amtrying to
24 stay to the report. M. Springer noted that these
25 accounts are primarily the standby accounts. And so
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t hose have -- sone of those haven't been paid.

Ms. Springer properly noted that, hey, you
have got a | ot of delinquent accounts. There are, and
Sout h Duchesne is attenpting to collect those and is
using their best efforts to do so. And they are naking
efforts to do so.

| am unaware of any violation or any provision
within the admnistrative code or the statute that says
a water conmpany cannot have a delinquent account. |If a
wat er conpany or even an el ectric conpany or even a gas
conpany had a delinquent account and they are penalized
because soneone does not pay their bill, that seens
pretty arbitrary and caprici ous.

Now, Ms. Springer does cite adm nistrative
rule 74-200-7. As you're aware, that is the provision
that deals with term nating service for soneone who has
water service. And there is a lengthy -- let nme just
pul I that up

The provision is titled Term nation of
Service, and there is a lengthy set of provisions that a
wat er conpany or another utility nust followin order to
termnate the water service. |If you have a nedica
reason, you can't termnate. You have to give notice.
You have to try to negotiate the fee, reduce the fee and

negotiate or enter into a deferred paynment or plan. So
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_ _ . . Page 35
it all deals with term nati on.

Sout h Duchesne has not attenpted to termnate
service for anyone receiving water, and on a standby
fees, they haven't attenpted to termnate service. And
what | have noted uniquely is, there's no service to
termnate. You couldn't go to sonebody who has
undevel oped ot and say, "I amgoing to turn off the
wat er that you don't have yet." There is no connecti on.

So there's no reason for the conpany to give a
term nation notice. They have nerely tried to contact
t hese people, explain the tariff, explain howit's
proceeding, and try to collect the appropriate anmount.
And as noted, they are nmaking headway. But there is no
violation of any section that we are aware of. So we
bel i eve that should be a nonissue.

No. 3, the neter readings. As you have heard
before, the neters -- this is a recreational area in
Duchesne, and they are cabin lots. The neters are
buried about a foot to three feet deep into the earth
wth a plate over the top. Wen the snowis very deep,
it's physically inpossible for M. Schnars and his staff
to go out, renove all the snow, dig down and be able to
read every neter.

Since the |ast proceeding, their staff has

read the neters nonthly, every nonth that they can.
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When the snow is too deep, they don't. And we

acknowl edge that the tariff says that you should read
them nonthly, and we are willing to amend the tariff to
change that to be nmaybe nore consistent with the rule
t hat says you read nonthly unless the weather is bad, or
change it to binmonthly or not during the wi nter nonths
and then nmake adj ustnents.

W're wlling to do that. W had wanted to
wait until all of these issues have been gathered
t oget her and nake one tariff reconmmendati on rather than
do pieceneal tariff anendnents.

| did cite for you, your Honor, the
adm ni strative rules R746-200-4, which deals with neter
readi ng, which is the rule of this conm ssion, which
says that when weather conditions prevent regular neter
readings, the utility wll make arrangenents fromthe
custoner, get neter readings at acceptable intervals.

That's exactly what they have done. They have
read them when there is no snow. As soon as the snow
nmelts, they go out and nake arrangenents with the owner.
They read it. |If there is any adjustnment, they nake the
adjustment. Candidly, nost of them stay under the
m ni nrum of 10, 000 gall ons and no adjustnent is needed.
There are a few occasionally, but rarely.

W do not -- what can | say? Technically that
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1 may be a violation of the | anguage of the tariff that

2 says you should read every nonth, but we believe with

3 the spirit of the law and with the actual conm ssion

4 rule, which we believe to take precedent over that

5 provision of our tariff, that allows us the | eeway of

6 bad weather. W do not believe it's a violation.

7 No. 4, late charges. As you will note -- |']
8 go back in the history a little bit, your Honor. As you
9 are aware, this whole matter started with the allegation
10 of an inproper late fee by South Duchesne on Ms. O sen's
11 bill. Slapped a 10 |ate fee on it. The argunent was,
12 there is no provision for that. And this comm ssion

13 found there was no provision for a 10 dollar flat fee in
14 the tariff. 1t needed to be a 1.5 percent interest fee.
15 And so after that original proceeding, South
16  Duchesne went and net with its accountant and staff, and
17 they took their QuickBooks. And they input and went to
18 the tariff paragraph 13 and input the fornula into the
19 tariff which puts a 1.5 percent fee, late fee if you pay
20 late after the first 30 days. That was properly put
21 into the Qui ckBooks.
22 If you will look at the -- Ms. Springer's
23  nmenorandum fromthe division, on page 9. Wen South
24 Duchesne put the fornula into Qui ckBooks, the tariff
25 says that you can inpose the penal -- inpose the late
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fee on "the outstandi ng bal ance" are the words.

Because South Duchesne was worried and di d not
want to receive another penalty, they interpreted that
and said, that neans sinple interest. Just charge the
rate on the anount of the water charge. Don't do
conpound interest, which would be the water charge plus
any prior interest fromprior billings.

And with that information that's been
provi ded, Ms. Springer noticed that that was the way it
was being done. Ms. Springer disagreed with that
interpretation and said, no, | think you should charge a
hi gher interest fee. You should be charging interest on
the interest, or in other words, a conmpound interest
rate.

We do not disagree with that. W believe our
interpretation was correct to charge it only on the
water fee, rather than water plus interest conpound
interest. But if the division wants us to do it that
way and charge a higher fee to our custoners for
interest, we are happy to do so. |In fact, M. Springer
changed that cal cul ati on when she was present at the
site so that it would charge it as a conmpound basis
rather than a sinple basis.

W do not believe this is a violation of our

tariff to charge less interest than authorized. W
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believe our interpretation was reasonable, and we

bel i eve that giving a benefit to our custoners of |ess
i nterest should be encouraged by this conm ssion, not
penalized by this conm ssion. So we do not believe
there is any violation for late interest charges as
outlined on item 4.

Item 5, deal er, slash, owner charges. As
expressed in Ms. Springer's nenorandum and as expressed
in our argunent, this devel opnent was a devel opnment of
recreational property that al so needed water. There
were two conpanies that were forned, a devel opnent
conpany, Duchesne Lands LLC, that was to start to
devel op the property to be able to be sold to build
cabins. But it needed water. So a water conpany, South
Duchesne Culinary Water, was forned.

Both of those were owned by the Steeds
ultimately, either as an LLC for the one, or as
sharehol ders for the water conmpany. For -- one of the
initial steps was to go get a permt and to be able to
get water and to start that process in 2003, as noted.
Perm ssion was granted by the PSC for a tariff and
devel opnent started.

During the early years no fees were charged.
No water fees were charged in 2003 for any connections

because there weren't any, and no water fees were
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charged by standby fees. In fact, as noted in

Ms. Springer's, no standby fees were charged to unsold
lots. Well, to any lot -- were not charged to any | ot
until 2012 because they just wanted to nake sure they
had sold a sufficient anount of |ots.

So during that tine from2003 to 2012, in
essence, the devel oper, Duchesne Land and the Steeds,
paid for all construction, all devel opnent, all
operations of the water conpany. There were little or
no revenues. There were a few lots that sold and
connected water fees, and those began to pay the $40.
So there was a little bit of that, but nothing major.

In 2012 they felt that enough | ots had been
sold and cabins were being built that it was tinme to say
everyone will pay their fair share, and that was what
was done, with the exception of unsold lots, which were
said, these haven't been sold yet. Once they are sold,
we will nmove themon to the water system That's the
way it was handl ed.

W are unaware of anything that woul d prevent
t he water conpany fromnegotiating wwth the devel oper to
say, you don't have to pay the $15 a nonth, or we
consider it covered by the fees that you have al ready
pai d on behal f of our water conpany. W are unaware of

anything that would allow that type of a quid pro quo to
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go on.

This issue was first raised in the Cctober
review, and upon that review, as you are aware, the
devel oper and Steeds were trying to wind up this
facility and shut down all their operations. And they
entered into an auction and sold basically all of the
remaining lots. 110. There's discussion of the 125,
110. It's about 110, | think, were sold. 10 or 15, |
believe Ms. Springer noted that weren't sold at the
aucti on.

Al'l of those properties, it is our
under st andi ng, as confirmed by Ms. Springer, have been
noved over. So we believe this issue is resolved in
t hat regard.

Now, there's two other itens. Wat could
happen? | guess if you wanted to say, well, the
devel opers shoul d pay, even though the quid pro quo
woul dn't be accepted of your hundreds of thousands of
dollars for distribution |ines, tanks and operating the
facility for us isn't acceptable.

| guess you could have Ms. Steed, who is sole
owner of Duchesne Lands now, since her husband passed
away, wite a check for the 146,000 to South Duchesne
Culinary Water. And then she can take that nobney out as

t he sharehol der of South Duchesne Culinary Water, put it
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back i nto whi chever bank account she deens appropriate

for her.

O course, she has to nmaintain a proper
bal ance at South Duchesne Culinary Water so it has
proper cash flow, which there's never been an allegation
that it hasn't. And Steeds have al ways suppl enmented and
kept this water conpany going if they needed to.

The other thing | note and primarily probably
in footnote 5, on page 5, footnote 2, that DPU cites
rul e R746-330-6 but doesn't really explain why that
sectionis cited. And so | may have to respond to
what ever comments Ms. Schm d has.

But that section is titled rate-based
treat ment of devel oper-owned water and sewer conpany
assets and presunption of recovery. That section deals
with when you are setting rates to charge for water, you
shouldn't add in an amount in the rate base or in the
rate charge for devel oper donated facilities if they
have been recovered through the sale of the devel opnent
of the lots or whatever was there.

The $40 was originally set and the 15 because
that was believed to be the accurate anount to pay for
the water and to pay for the operation of the facility.
There's no indication that that includes anything for

devel opnent. Nor is there that allegation. So we
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1 believe citation to this rule is inapposite. It jﬁg%eiiB
2 meaningless to this particular situation.

3 If for some reason it was applicable, we

4 believe that the facts that are in public record really
5 docunent that the profitability wasn't here because, as
6 you are aware, there was an action that froze the assets
7 in 2008, resulted in the Suprene Court decision that's

8 cited here. The operations were shut down, and that's

9 why ultimately the lots had to be auctioned off.

10 But we don't believe you have to get to that
11 point. W believe there's no violation of any rule. W
12 are unaware of any rule that -- or tariff really that

13 would prevent South Duchesne from having that

14 arrangenent of a quid pro quo for services rendered by
15 the devel opers in exchange for their fees.

16 No. 6. No. 6 is a water purity standard. |
17 amnot exactly sure fromthe nmenorandum where DPU i s

18 going with this. They do cite rule 746-330-2. That

19 provision states that water conpanies shall furnish, and
20 it says water furnished by utilities for culinary

21 pur poses shoul d be agree able to sight and snell and be
22 free from di sease-producing organisns. And it says the
23 standard for what's clean and pure is under the water

24 criteria of the drinking board, which ties to rule 309.
25 Sout h Duchesne has never had a violation for
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provi di ng anyt hing but pure water. They provide thelr

water testing on time. They provide it when needed, and
it's always cone back clean. In the reports that are
attached as exhibits here to Ms. Springer's report, you
can see the DPU summary over the past nunber of years.
There's never been a single violation or note of
inmpurity of water. So there is sinply no violation of
that rule.

Now, the DPU cites -- does notice that there
was a letter issued on April 22nd, 2019, fromthe
Departnment of Environnmental Quality, and there were two
concerns as noted in those attachnments. The first one
was, there was a break in the line right by the tank,
the | argest tank, on January 8th. And there was what is
call ed a dewatering event.

And any tine you have a dewatering event, you
have to give notice, and the departnent -- as we have
tal ked about this. You have to give a no boil notice to
t hose who coul d be affected, and you are supposed to
notify the division of -- Departnent of Environnental
Qual ity and Drinking Water.

Sout h Duchesne did give the proper notice to
t hose who receive water. |In its speed and hurry to
repair the |eak and get things back operating, they did

not within the 24 hour period contact the D vision of
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Environnental Quality. And so that was a citation.

Under the departnent's rules, they -- for a
non -- for a conmmunity-based system you can have what
are up to 150 points and still be viewed as in an
approved status. |If you get nore than 150 points, then
you nove to a not-approved status, and then you have to
make revi sions and changes to negoti ate and nake cures
to get back into approved status.

So the first one was that notice, and 50
points were allocated as noted in the attachnent to
Sout h Duchesne Culinary Water. It was al so noted at
that tine that prior to the death of M. Steed, back in
2012 and '13, there was concern that there were two
cabins, and they are noted in the report, that were
close to the elevation of the tank and that their
pressure for those two cabins was | ess than a 20 pounds

per square inch that was required.

And they were issued a correction order.
Sout h Duchesne believed they corrected that order by
attaching a punp magnification to those two cabins to
get it up. Wen this break occurred, the departnment --
the Division of Environnental Quality said, "Wait a
second. Just fixing those two cabins is insufficient.

You have got a line that comes around and serves nore
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1 lots or potentially will serve nore lots in the future.

2 And so you need to re -- have sone sort of renediation

3 that will ensure that not only does the pounds per

4 square inch stay for those cabins, but for anything that

5 wll be built there, and you have got to do it now. "

6 And so that was the second violation that was

7 issued, and they were issued a hundred points for that.

8 That caused themto go above the point total for the DDW

9 or Departnent of Drinking Water. And so the Departnent

10 of Drinking Water issued that proceeding notice to them

11 and said, you have to give Tier 2 notice that you are

12 not approved to all of your owners, and then you need to

13 give us a plan on how you are going to renedi ate that

14  pounds per square inch on that upper section.

15 Sout h Duchesne did that. They gave their

16 notice, and they al so have been working with an

17 engi neering conpany, as noted in Ms. Springer's report,

18 to devel op what woul d be the proper renediation. And

19 they have been working with the DDWon that. They did

20 not file an appeal or a protest to that proceeding or

21 that notice. They have just been working with the DDW

22 to renediate that |ine.

23 Wiile that's an issue that South Duchesne is

24 working on, and they will get it worked out, they are

25 still operating. They are in the not-approved status,
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whi ch nmeans they have got to get that renediation plan

conpleted, fixed and then they will nove back. Points
will be taken off. They will nove back to approved
st at us.

That's still underway, but that's not a
violation of the PSC rules. That is an issue that the
DDWis working with South Duchesne. DDW has not
asserted that there is any violation of providing of
pure water. They are concerned that there could be a
risk if this renmediation doesn't occur in the future, so
that's why we are working with them So item No. 6 we
don't believe is a violation of any DPU provision.

So your Honor, with that summary of those six
itens, we believe everything has been properly handl ed.
| will say South Duchesne says it received the order
fromthe PSC giving it the benefit of suspending the
$14,000 penalty previously. You will recall in that
order -- let me find that.

W fully read the | anguage too. |If there's
any violation, that can cause it to be back. But before
that, the PSC nakes the statenent that we think it's
best for South Duchesne's custoners or they will be best
served if the penalty nechanismw || incentivize themto
the full extent to renmedy and take care of everything.

Sout h Duchesne has been trying diligently to
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cure every possible nit, every possible issue, and nmake

sure that they are operating a hundred percent in
conpliance. W believe we have been.

W Dbelieve a nunber of the itenms in this
menorandum are quite trivial, and we believe that none
of themare a violation of the rule or tariff and woul d
ask that this matter -- that a ruling be entered that we
have conplied, that no penalty needs to be unsuspended,
no additional penalty needs to be inposed.

If for any reason the DPU feels they want to
continue to nonitor and cone out, you know, every five
to six nonths or whatever they need to do to review,
we're happy to do that. W' re happy for their input.
W' re happy to be able to make renediations if they see
anything. | think South Duchesne's been appreciative of
t hose type of noving-forward comments and assi st ance.
And with that, we would ask that that type of a ruling
be entered, your Honor.

PRESI DI NG OFFI CER HAMMER:  Thank you,

M. Crapo. M. Schm d?

M5. SCHM D. Thank you. South Duchesne is a
regul ated public utility. As part of the privilege of
being allowed to be a regulated utility, public utility,
Sout h Duchesne has certain obligations. Those

obligations include, but are not limted to, to act as a
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1 reasonabl e and prudent public utility, to provide

2 adequate safe service, which includes providing an

3 approved water system and clean water.

4 Al so, the public utility is not permtted to

5 —act in an unduly discrimnatory manner. The public

6 utility is bound to follow the statutes, rules and its

7 tariff. South Duchesne has not done so. South Duchesne

8 was found that it did not do so in the past and was

9 assessed a penalty of over $20, 000.

10 In an effort to induce the conpany to renedy

11 its situation, part of that penalty, indeed the majority

12 of that penalty, was suspended, contingent upon South

13  Duchesne not being found to violate any statute, rule or

14 tariff in the three years follow ng the conm ssion's

15 order.

16 It is the obligation of the utility to act

17 correctly. When the division went to the utility, the

18 division found things it considered violations. The

19 division provided the support for that in its meno. The

20 conpany's interpretation of its tariff seens to be

21 unreasonable in part and inconsistent with its duties as

22 a public utility.

23 For example, the conpany argued that they

24 didn't see anything wong with charging a | esser

25 interest rate. Well, if the tariff says they should
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1 charge interest this way, they need to do that. I?a%%eSO
2 tariff says that all custonmers will be charged X all

3 customers will be charged X, and it is not fair to

4 consider that sonme custonmers won't be charged that

5 Dbecause the premse of a public utility is that everyone
6 wll be treated on an equal basis and they will receive
7 appropriate service and the utility wll act reasonably
8 and prudently.

9 The arguments made that these are snmall things
10 and they shouldn't really count as violations and the

11  conpany said, "Well, we don't argue with the facts. W
12 argue with the interpretation.” WlIlIl, the facts are

13 clear that violations occurred.

14 The fact that the Steed, slash, devel oper

15 didn't pay the appropriate land -- sorry, didn't pay the
16  appropriate charges and standby fees, that is not a

17 trivial matter. That is an undue preference. It is not
18 acceptable for a regulated public utility to act that

19  way.

20 The fact that the Steeds have tried to renedy
21 the situation is acknow edged with the facts that

22 Ms. Shauna Benvegnu- Springer presented in her

23 nmenorandum The fact that they didn't is critical. The
24 fact that they didn't shows that they are engaging in a
25 pattern of disregarding appropriate regulations and
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failing to act as a reasonable regulated public utility.

The division believes it is appropriate and
i ndeed necessary under the conm ssion's order in the
Housekeeper and O sen docket for the comm ssion to
reinstate the entire suspended penalty. The division
believes that the facts in this case, rule, statute and
tariff, support finding the violations set forth in the
di vi sion's nmenorandum

The arguments about the Steeds contributing
noney and how that should be a quid pro quo and how t hey
shoul d not be subject to the sane charges is
unsupportable. Wth that, the division urges the
comm ssion to find violations have occurred, that the
suspended penalty should therefore be reinstated, and
that an appropriate penalty be assessed for these new
viol ations. Thank you.

PRESI DI NG OFFI CER HAMMER:  Thank you,
Ms. Schmd. If you will permt ne one question.

M5. SCHMD:. O course.

PRESI DI NG OFFI CER HAMVER:  There was sone
di scussion earlier. Wth respect to the Steeds having
not been charged by the utility in the past for their
undevel oped and devel oped | ot, what form of renedy
outside the penalty sphere does the DPU recommend the

PSC i ssue? In other words, should we conpel the utility
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to attenpt to collect that noney?

M5. SCHMD: | would suggest, yes, indeed
because a reasonabl e and prudent utility would have
collected it in the past. A reasonable utility would
not have allowed certain custoners to go on for years
not paying. A reasonable utility would treat everyone
fairly. That's what a public utility is, and that's
what they failed to do.

PRESI DI NG OFFI CER HAMVER: | only ask for
clarification because when M. Crapo was review ng the
division's May 30th report, there was sonme di scussion
about page 12 where Ms. Springer wote at the end of the
second paragraph, "The division recomends the
conmm ssion order the utility to pay the anount owed."

| believe M. Crapo argued that instead of
utility, that sentence should read "devel oper to pay the
amount owed." And | thought | heard the DPU agree with
that. So | just want to nake sure everyone's on the
same page.

M5. SCHMD: Yes, that is correct. The
utility -- the conm ssion should find that the tariff
was applied inproperly, that the rates were charged
improperly, and that the utility make the Steeds, the
devel oper, owner, the alter ego in many respects of the

utility, pay that.
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PRESI DI NG OFFI CER HAMMER:  All right. Thank

you, Ms. Schmd

M5. SCHM D. Thank you

PRESI DI NG OFFI CER HAMVER: M. Crapo, 1"l
give you the |ast word.

MR CRAPO  Thank you. Just a couple of
items. One of the first statenents that Ms. Schm d made
is that there's new violations. There are no new
vi ol ati ons, none, and the second statenent she nade is
the Steeds have a pattern of disregard for the rules and
regul ati ons.

| amgoing to take exception with that. There
is no record that shows that in this matter. | don't
know what has happened that has of fended individual s at
the DPU to feel that they need to act this way towards
this utility, but | believe that the record shows that
Sout h Duchesne is noving forward and i s nmaking every
effort to conply.

In addition, they have treated people fairly.
Ms. Schm d said, what about the |ate charges? If the
| ate charges says what it is, it has to be charged. You
can't treat sone one way or the other. You have to do
it. No, South Duchesne has treated every single one of
its custonmers the exact sane way.

On paragraph 13 of its tariff, it says, "After
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30 days a |l ate charge of 15 percent of the past-due

bal ance will be assessed.” The utility interpreted the
past - due bal ance as the bal ance owing for the water, and
they charged interest on that. Thy didn't charge any
other interest or any less interest to anybody el se.
They charged every single custoner the sane, treated
everybody fairly and uniformy.

The division believes the interpretation of
t hat | anguage shoul d be, bal anced means conpound
interest, interest on interest, not just interest on the
water charge. Now, if that's the interpretation they
want, fine. But South Duchesne has nade a good faith
effort to interpret that correctly.

And if it's changed, which it has been, to be
conpound, then conpound interest will be treated to
every single custoner. It will be uniform It will be
equal. Al will be treated the sane. So to say we are
treating people differently on the interest charge is
absol utely incorrect.

Now, it says we need to be responsible. W
need to be prudent. W need to not be discrimnatory.
Sout h Duchesne has been reasonable. It has an elderly
couple who calls in and says, "WII| you send ne one bil
for my two water charges?”

What is unreasonable wth that? They found
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one account, and they claimthat as a penalty. They

have separated it out now, and now that customer says,
"I have a hard tinme witing you two checks. | can't
figure this out." W are treating and worKking
reasonably and treating everyone fairly.

I f you go back to the six points, the
unapproved fee, we never charged unapproved fee. It was
just a conbination. Delinquent accounts, that's not a
violation. Meter reading, we believe the rule that says
that there's weather conditions, you can have an
exception, governs. Nunber 4 -- and there's no
vi ol ati on.

No. 4 we tal ked about |ate charges. W're
consistent with our tariff. W're living with our
tariff. |If you want to interpret it differently, we'll
interpret it differently, and we'll treat everybody the
same as | have nentioned.

No. 6 -- | amgoing to junp because | am goi ng
to finish with five. No. 6, water purity. There's been
no allegation, no proof that we have ever provided
anything but pure water. There's no violation of the
PSC s provision there.

So what's left? Nunber 5, the undevel oped
lots. And the undevel oped |ots were nentioned in the

October report. These undevel oped | ots are not
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recei ving, were not charged. That was part of the |ast

heari ng when the penalty was inpressed. |If there was to
be a penalty inposed for not charging lots, it should
have been back in Cctober of 2018.

And they say there's new all egations, there's
new vi ol ations. The exact opposite occurred here, your
Honor. It was raised back in October before the first
hearing and penalty phase. Hey, you have got these
lots. So what did South Duchesne do? They said, we
di sagree because this how we have treated it, but we'll
remedy it.

And before the end of the year, what did they
do? They sold all the lots. They noved everything over
on to the tariff. What nore could this conpany have
done? That is not a new violation. None of these are
new vi ol ati ons.

We ask you, your Honor, to enter an order
finding no violation, and if it's appropriate to
continue to have nonitoring, which we believe it is, we
wll gladly accept it. But to continue to have these
types of proceedings and argunents for $15 and $40 and
for violations that were discussed before and are not
new, which we don't think are violations, we don't
believe is appropriate.

W woul d ask you to enter judgnent in favor of
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Sout h Duchesne on this matter at this point, and | am

open to any questions if you have any, your Honor.

PRESI DI NG OFFI CER HAMMER: | don't.
MR. CRAPO  kay. Thank you.
PRESI DI NG OFFI CER HAMMER:  Thank you,

everyone. Have a nice afternoon. W' re adjourned.

M5. SCHM D: Thank you.

(The hearing concluded at 2:21 p.m)
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CERTI FI CATE

STATE OF UTAH )
COUNTY OF SALT LAKE )

TH S IS TO CERTIFY that the foregoi ng proceedi ngs
were taken before nme, Teri Hansen Cronenwett, Certified
Real ti me Reporter, Registered Merit Reporter and Notary
Public in and for the State of Ut ah.

That the proceedings were reported by ne in
Stenotype, and thereafter transcribed by conputer under
my supervision, and that a full, true, and correct
transcription is set forth in the foregoi ng pages,
nunbered 3 through 55 inclusive.

| further certify that I amnot of kin or otherw se
associated with any of the parties to said cause of
action, and that | amnot interested in the event
t her eof .

W TNESS MY HAND and official seal at Salt Lake
City, UWah, this 27th day of July, 20109.

4
Teri Hansen Cronenwett, CRR, RMR
Li cense No. 91-109812-7801

My conm ssi on expires:
January 19, 2023
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HEALTH | NFORMATI ON PRI VACY & SECURITY: CAUTI ONARY NOTI CE ?

Litigation Services is committed to conmpliance with applicable federal
and state |aws and regul ations (“Privacy Laws”) governing the
protection andsecurity of patient health information.Notice is
herebygiven to all parties that transcripts of depositions and |ega
proceedings, and transcript exhibits, may contain patient health
information that is protected from unauthorized access, use and
disclosure by Privacy Laws. Litigation Services requires that access,
mai nt enance, use, and disclosure (including but not Iimted to

el ectroni c database maintenance and access, storage, distribution/

di ssem nation and communication) of transcripts/exhibits containing
patient information be performed in conpliance with Privacy Laws.
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