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BEFORE THE PUBLI C SERVI CE COWM SS|I ON
OF THE STATE OF DELAWARE
VOLUME 2

IN RE:  IN THE MATTER OF

THE APPLI CATI ON OF ARTESI AN:

WASTEWATER MANAGEMENT, | NC.

FOR AUTHORI TY TO I NCREASE : PSC DOCKET NO. 13-27WN
EXI STI NG RATES AND CHARGES :

FOR WASTEWATER SERVI CE

(FI LED JANUARY 18, 2013)

Public Service Conm ssion Hearing taken
pursuant to notice before Goria M D Anpbre, Registered
Prof essi onal Reporter, in the Cape Henl open H gh School
Theatre, 1250 Ki ngs Hi ghway, Lewes, Del aware, on Monday,
May 6, 2013 beginning at approximtely 6:00 p.m, there
bei ng present:

APPEARANCES:
On behalf of the Public Service Conm ssion:
MARK LAVWRENCE, HEARI NG EXAM NER

VERI TEXT NATI ONAL COURT REPORTI NG COVPANY
M D- ATLANTI C REG ON
300 Del aware Avenue Suite 815
W I m ngton, DE 19801
(302) 571-0510
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APPEARANCES CONTI NUED:

On behalf of the Public Service Conm ssion:
JOANN CONAVAY, COWM SSI ONER

On behal f of the Public Service Conm ssion Staff:
ROBERT HOWATT, EXECUTI VE DI RECTOR

MATTHEW HARTI GAN, OVBUDSMAN

VI NCENT | KWJAGWU

AMY WOODWARD

On behalf of the Attorney General's O fice:
REG NA | ORI |, ESQUI RE

On behal f of Artesian Water Conpany:

DAVI D B. SPACHT, CHI EF FI NANCI AL OFFI CER

BRI AN C. CARBAUGH, P.E.

DAVI D L. VALCARENGHI , MANAGER OF RATES AND REGULATI ON
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HEARI NG EXAM NER LAWRENCE: Good
eveni ng, everyone. Wlconme to the first Public Conment
Session relating to Artesian Wast ewat er Managenent, |nc.
This is Public Service Conm ssion Docket No. 13-27WN
The second and | ast Public Conment Session will be held
tonorrow ni ght in Dover, Delaware at the Comm ssion's
of fice.

My nane is Mark Lawence. |'m The
Heari ng Exam ner assigned by the Conm ssion to process
this case. 1'Il explain ny function in a few m nutes.

First I just want to get sonme background
on the case.

Notice of the Public Coment Session was
publ i shed in The News Journal Newspaper on April 2, 2013
and in The Del aware Wave on April 9, 2013.

The purpose of the Public Comrent
Session is to receive statenments from Artesian's
custonmers about their service and about the proposed rate
hi ke and other matters which are the subject of the
Conm ssion's investigation.

Si nce 2004, the PSC, the Public Service
Comm ssion has regul ated public wastewater utilities
serving nore than 50 custoners. So, the Conm ssion has

jurisdiction over this case.

VERITEXT NATIONAL COURT REPORTING COMPANY
215-241-1000 ~ 610-434-8588 ~ 302-571-0510 ~ 202-803-8830




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

Page 10

This is a wastewater rate case that
i nvol ves nine communities, Stonewater Creek, Heron Bay,
Beaver Creek, Meadows at Beaver Creek, Reserves at Lewes
Landi ng, Southfield, Shoreview Wods, W ndstone and
OCakwood Village. All of these communities are located in
Sussex County except for Southfield, which is |ocated in
Kent County.

On January 18, 2013, Artesian Wastewater
filed its application and it's seeking a proposed
increase in the nonthly flat rate from $75 dollars per
nonth to $98 dollars per nonth.

Specifically, Artesian's application
states that it's seeking an increase in annual wastewater
revenues of of $342,608, which is the 34.8 percent
i ncrease over pro forma annual flat rate wastewater
revenues and a 19.8 percent increase over total
wast ewat er revenues.

On February 21, 2013, in Order No. 8301,
t he Comm ssion suspended the filing pending evidentiary
hearing and i nvestigation into whether the proposed rate
i s reasonabl e.

I want to introduce sone of the parties
who are here tonight so that everyone wll know who is

present, and I want to begin with the conpany over here.
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M. Spacht, would you introduce the
people from Artesi an.

MR. SPACHT: M nane is David Spacht.
|"mthe Chief Financial Officer of Artesian Resources and
its subsidiaries, which includes Artesian Wast ewat er
Managenent .

Wth me | have David Val carenghi, who is
the primary applicant in this case and filed the
testinmony for the financial portion.

| have Brian Carbaugh, as well, our
engi neer for wastewater operations and also has filed
testinony in this case.

HEARI NG EXAM NER LAWRENCE: We al so have
a representative of the Division of Public Advocate
O fice.

Ms. lorii, would you introduce yourself.

M5. ITORII: Regina lorii, Deputy
Attorney General fromthe Attorney General's O fice. The
Attorney General is taking the place of the Public
Advocate in this case because there's a vacancy in the
O fice of the Public Advocate at the nonent.

HEARI NG EXAM NER LAVWRENCE: Okay. Now,

t he Public Advocate's Ofice is a party to this case.

So, the first party is the utility, which filed the
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application.

The second party is the Division of
Publ i c Advocate.

We al so have nenbers of the Comm ssion
Staff here. We have a Conm ssioner, Conm ssioner Joann
Conaway. She raised her hand. M. Conaway is from
Sussex County.

We have the Executive Director, Bob
Howat t .

And we have the Orbudsman, Matt
Hartigan, sitting here. And | believe | saw a few ot her
menbers.

Woul d you introduce yoursel ves and what
you do for the Comm ssion.

MR. | KAWWAGWJ: My name is Vincent
| kwuagwu. |'mthe case manager for this case for the
Del aware Public Service Conmm ssion. | have a staff
member who is working on the case, Any Wodward, with ne
today who is on this case, also.

HEARI NG EXAM NER LAWRENCE: So,
Vincent's E-mail is what was in the notice that was
publ i shed.

So, if you sent a public coment in

already, it went to Vincent, and it was dissem nated to
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ot her peopl e.

MS. DEAVER: Can an el ected official
stand up?

HEARI NG EXAM NER LAVWRENCE: Oh, sure.
Yes. |'m sure.

MS. DEAVER: |'m Joan Deaver. And |
represent nost of your communities.

My understanding is, it's a state

matter, but 1"mhere for you. |If you know anythi ng about
me, I'mglad to be here.
HEARI NG EXAM NER LAWRENCE: | believe |

may have seen anot her | egislator here.

MR SMTH |'m Steve Smith. | ama
State Representative. You are ny neighbors.

HEARI NG EXAM NER LAWRENCE: Yes, sir.

UNI DENTI FI ED SPEAKER: For nost of us
who are new to the community, and | think for the general
public, when soneone introduces thenselves, other than
Artesian, we know who they represent and what their role
isinthis matter, but could they state what their
participation and duties are?

HEARI NG EXAM NER LAVWRENCE: Yes. Are
you referring to the Comm ssion Staff.

UNI DENTI FI ED SPEAKER:  Yes.

VERITEXT NATIONAL COURT REPORTING COMPANY
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HEARI NG EXAM NER LAVWRENCE: That's why |
had Vincent and Amy do that. They are doing the
day-to-day work on the rate case. But you al so have a
Comm ssi oner over here who will eventually vote on this
matter and Bob Howatt is the Executive Director who is in
charge of all facets of the Public Service Conm ssion,

i ncl udi ng wast ewat er.

UNI DENTI FI ED SPEAKER: Who has the final
say?

HEARI NG EXAM NER LAVWRENCE: The
Comm ssi oners have the final say.

UNI DENTI FI ED SPEAKER: How many
Conmi ssi oners are there?

HEARI NG EXAM NER LAWRENCE: There are
four conm ssioners. At the end of the case, | wite a
recomendation to the Comm ssion. It is non-binding on
t he Comm ssion. The Conmm ssion takes a | ook at the
report that I do which summari zes each of the positions
of the parties and then the Comm ssioners nmake the
decision in a public forumwhere the parties are able to
partici pate and argue to the Commi ssi oners.

However, Menbers of the Public are
encouraged to attend, but they cannot participate at that

st age.
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UNI DENTI FI ED SPEAKER: Who argues on
behal f of the custoners?

HEARI NG EXAM NER LAWRENCE: We wi || get

into that.

Can | go through what | wanted to
present? | don't want to cut you off. But | think
w Il answer sonme of those questions. Okay.

UNI DENTI FI ED SPEAKER: Fi ne.

HEARI NG EXAM NER LAVWRENCE: The case i s
in the discovery stage right now, which nmeans it is an
early stage of the case and the parties exchange request
for information.

The Staff and the Division of Public
Advocate are sending requests to Artesian for docunents
and i nformation about the proposed rate increase and al so
the financial information that is contained in Artesian's
application. So, that's really the process that's going
on right now.

Eventual |y, what's going to happen is,
there's going to be an evidentiary hearing which is
currently schedul ed for August 6th and 7th. And then,
wll wite nmy report and then eventually, probably,

30 days after the report is issued, within 30 days, the

Commi ssion will hear this in the public forum
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Okay. Earlier, | said the parties were
Artesian Wastewater, the Public Service Conm ssion Staff,
the Division of Public Advocate. There is also another
intervenor in this case, and that is the Class A Menbers
of the Stonewater Creek Property Association. So, those
are the four parties that are invol ved.

By intervening, these parties are able
to exchange di scovery, and they can also participate at
the evidentiary hearing.

Toni ght, we have a | ot of people here,
and | want everyone to be able to speak. So, | would
li ke everyone to limt their comments to no nore than
two- and-a-half mnutes. Usually we don't set tine
l[imts, but there are enough people here that | think we
need to do that tonight.

What | will dois, I will call on people
begi nning on ny left, beginning in the front of the room
go to the back, and then we will start on the right, ny
right and then go to the back of the room So, everybody
has two-and-a-half mnutes to make their coments.

Agai n, these are about the service that
you are receiving, if there is any service issues, please
bring themup. This is an opportunity to do that. And

al so about the proposed rate case increase.
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I'"mgoing to ask you to please give your
name and the community that you live in so that the
transcript is clear about what you're saying.

We have a court reporter here, and she
has been doing this a long time, but she can't take down
the words of two people talking at the sanme time. W can
only have one person talking at a time. And then, once
t hat person is done, we will |let everybody get their say.

Al so, you can't shake your head yes or
no because she can only take down words that are spoken.

I woul d ask everybody to use the
m crophone because this is a large theater. So, | think
that we are going to have to do that tonight.

Did | answer your questions?

UNI DENTI FI ED SPEAKER: Yes, sir.

HEARI NG EXAM NER LAWRENCE: So, |'m
going to start on the left side of the room And we have
Howard Kline --

UNI DENTI FI ED SPEAKER: How wi I | the
Conm ssioners vote on this issue? 1Is it public record,
and is it available for everybody to see their yes or no
vot e?

HEARI NG EXAM NER LAWRENCE: Yes.

UNI DENTI FI ED SPEAKER: Since they know

VERITEXT NATIONAL COURT REPORTING COMPANY
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how much we pay for water, | would like to know how nmuch
they pay for it. | want to know how nuch they pay.

HEARI NG EXAM NER LAVWRENCE: Well, they
are Del aware residents. They pay what their nei ghbors
pay.

UNI DENTI FI ED SPEAKER: That is
m sl eadi ng - -

HEARI NG EXAM NER LAVWRENCE: When we get
to each of you, you can give your comments. W all want
to hear them By the way, a | ot of people, in addition
to the people that are here tonight fromthe different
agencies, a lot of people read this transcript to see
what's going on. So, it is not just the people here.
So, please nmake your comments as concise as you can, and
we will try to make a good record for everybody el se.

| want to start with Howard Kline, who
is a director and a honmeowners representative for the
Cl ass A Menbers of the Stonewater Creek Property
Homeowners Associ ati on.

Again, this is a group that has
intervened in this case.

So, Howard, | will give you the mc.

MR. KLINE: A lot of my neighbors from

St onewat er Creek are here.
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Stonewater Creek is a typical
devel oper-nmade community down here in Lower Del aware.
The community was created by a devel oper who entered into
a contract with the Artesian peopl e because we don't have
public utilities. This is a private utility conpany. W
are locked in to a rate that was agreed to between
Artesian and our devel oper.

When we bought our hones, our
contractor, we were told our wastewater treatnment fee
woul d be $900 dollars a year. | bought ny hone
t wo-years-ago and a | ot of people in our community al so
recently bought their home. And now we're being faced
with a possible 30 percent increase in this contracted
fee which we have no control over

We cannot go to another utility conpany.
Artesian for us is the only game in towm. And as far as
| looked at it, it's alnost |ike an antitrust type of
thing. W're |ocked in.

So, whatever the Public Service
Comm ssi on deci des, we are stuck, and that's one of the
reasons that | wanted to act as an intervenor.

Now, | was going to ask a | ot of
questions of the Artesian people, but since we are

limted on time, that is not going to occur tonight. |
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will do that through the evidentiary process.

Artesian is part of the Artesian
Resources Corporation, which is a parent hol ding conpany
of a nunber of utilities. 1t has both regul ated and
non-regul ated corporations within. A lot of the
regul ated corporation have to apply just as the
wast ewater treatnment is right now for rate increase.

The non-regul ated don't have to do that.
A lot of the non-regul ated portions of Artesian Resources
service the regulated portions. And it seens that noney
will flow back and forth between Artesian Resources,
which is a publicly traded conpany on the NASDEQ
exchange.

Now, it's a very profitable conpany.
It's so profitable that it just increased its stock
di vi dends by one-and-a-half percent through its
stockhol ders of their common stock. Conpared to ot her
wat er conpani es, they have one of the highest stock
di vi dends, neani ng they make nore than nost of the other
conpani es do. Their stock dividends as of this norning
was 3.56 percent, which is a pretty high dividend. It
pays a |lot nore than JP Morgan pays.

Basically, that's all | have to say on

our position right now. And through the evidentiary
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process, we will get into the financials of the conpany.
Thank you.

HEARI NG EXAM NER LAVRENCE: Next
coment .

MR. WLSON: Vince WIlson, and | am from
the community that doesn't seemto be on the letter of
notification which is |Independence.

And we have, through word of nouth, nade
contact with Artesian. And as of yet, we're assured that
we were included in the rate increase, but we have not
received any formal notification yet.

So, | would like clarification on that.
And pl ease don't charge my two-and-a-half mnutes to
clarification.

HEARI NG EXAM NER LAVWRENCE: | ndependence
is part of which community?

MR. SPACHT: It's actually connected to
the Stonewater facility. They have been notifi ed.

HEARI NG EXAM NER LAVWRENCE: Yes. That

is how It was part of that comunity. That is why --
MR. SPACHT: It's not part of it. It is
a different developnent. |It's the sane regional system

MR WLSON: It's a community that wll

eventual ly be 450 hones. It is nothing really to sneeze
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at .

And we are still waiting for formal
notification, if we're included in the rate increase.

And do we get the same anount of tine in
which to prepare for it once we are notified?

HEARI NG EXAM NER LAVWRENCE: | have down
here I ndependence is 450-planned units, possible future
expansi on of 1,350 for a system

|'"mgoing to have to take a | ook at what
the legal -- how those conmmunities are set up -- and how
t hey have been handl ed by the Conmm ssion in the past.

But | will tell you that nmy inpression
was that by virtue of the facility, that it had been part
of the Stonewater Creek. But, apparently, it has
recei ved notice.

MR. WLSON: Separate entity.

HEARI NG EXAM NER LAVWRENCE: You'll get
what ever notice is required.

MR. WLSON: We require it, please. And
so the whole community is aware, rather than we had to

get it through word of mouth to get enough people here to

ask questions. But we do require, | would say, fornal
notification. | would think that's part of the
procedure.
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HEARI NG EXAM NER LAVWRENCE: Okay.

MR. WLSON: | do have sonme questions.

One of themis, we have a nunber, and
"' mnot going to get through all of them And if | may,
| have a couple of handouts. WMaybe | can give it to you
and maybe to The Public Advocate and naybe to a nunber of
the Comm ssioners. | have a couple of copies of it, but
there are a nunber of questions that | have.

And the one | want to address, what kind
of oversight is provided by the State of Del aware over
private utilities such as Artesian? And who actually
drills down to determne that Artesian is not |oaded with
unnecessary enpl oyees who account for the majority of the
annual cost? And how efficient is Artesian conpared to
other simlar type of utilities?

For exanpl e, the nunber of enpl oyees per
t housand gal |l ons of sewerage processed or sone
measur enmrent and how does that measure up. And you have
oversight within the parent conpany itself and how t hey
pro rate their salaries and expenses toward the sewerage
and things |ike that.

So, | don't know what the neasure is,
but it seens to ne |ike the Comm ssion would have sone

measurenments in efficiency because Artesian is a cost
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pl us type of business the way it's set up now. And there
is really no incentive for themto be efficient. And
it's the cost. And then they add on their rate of return
and then figure out rate structure.

And the other questions | have were at
| east in the devel opment we are in, which is -- I'msorry
-- soneone else is going to pick up that.

There is a concern about the usage,
al so. I ndependence is a 55 and over community. So, it
is staffed mainly or populated by retired people, |ike
oursel ves here.

And we're conposed of a two-person type

of famly and in sone cases single-fam |y househol ds.
And we pay flat rate of $75 dollars. However, Artesian,
on the other hand, does have a nmeter where they neasure
wat er consunption going in. And it seens to nme in other
| ocations | have lived and used the water consunption as
a proxy for the cost per sewerage.

And the other point that | want to nmake
is, being a comunity of alnost all solid retirees, we
were attracted to the area because of |ow cost and | ow
cost and taxes, lost cost. And we felt that the sewerage
rate of $75 dollars, flat rate, was high to begin wth.

And now we are being asked to endure an
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increase with no consequences as far as what really the
usage is. And it seens to ne it flies in the face of
bei ng conservative with your water if you have no breaks
or points of reference as far as the water usage and
sewer age because it is all flat rate. There's no
incentive to conserve is the point.

So, I'"ll summarize by saying | have sone
printed up copies that | could give to sone of the people
t hat maybe going to ook at it.

Thank you.

HEARI NG EXAM NER LAWRENCE: Go ahead.

MR. BLOOM MW nane is Mark Bl oom
would like to, first of all, thank you for the
opportunity to address sone of our concerns today.

I"mjust going to read a couple of
points. Artesian infrastructure is nostly an invested
i nvestnment, serviced by processing plants and rel ated
trunk lines. The increnmental cost is nmuch |ower than the
i ncrement al add.

For exanpl e, | ndependence has
approxi mately 150 hones currently when fully devel oped it
wi |l have 450 honmes. The increnental costs to add the
addi ti onal 300 hones, therefore, for the hook up is

m ni mal and each resident will be charged an additi onal
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$75 dollars nonthly and possibly $98 dollars if the
Comm ssion approves the rate increase. That is a concern
that we need to think about.

The question that | really have is, why
doesn't the connection fee that we all had to pay, the
$6, 000 per household, along with the state revenue system
regarding infrastructure inprovenents get used.

Artesi an's nunbers have been solid through the recession
since 2008 by nmaintaining a solid ten percent return
annual Iy, and they have not been required to downsize
their workforce. And thousands of businesses were
required to do this as well to survive during this

peri od.

Artesian nmust be challenged to
denonstrate if they are efficient because the Artesian
operation is a cost plus business, and there is no
incentive to be efficient. The cost structure nust be
chal | enged before any rate increase is even considered.

Thank you very nuch.

HEARI NG EXAM NER LAWRENCE: Next
comment .

MR. OLIVA: | also would I'ike to thank
everyone for the opportunity to conment.

William diva. | thought | lived in
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| ndependence, but now | heard now |ive in Stonewater
Cr eek.

| also want to nmake a comment that since
| ndependence wasn't explicitly in the notification that I
would Iike to have nore tine to be able to do sone
additi onal research and analysis of the information. Let
me get started very quickly.

HEARI NG EXAM NER LAWRENCE: Let ne just
say one thing.

Al'l of Artesian Wastewater custoners, it
was addressed to them and then there were specific
communi ti es named.

So, we will see, and we will go back and
| ook at how the notice was done and everything. But, for
example, if Delnmarva puts out a notice, they say to al
of its custoners.

MR. OLIVA: It didn't say all custoners.
It specifically nentioned either eight or nine different
communities. So, | would like to have additional tine.
| assume | can E-mail written comments since | didn't
have a chance to get nmy comments prepared today.

Is that correct?

HEARI NG EXAM NER LAWRENCE: Excuse ne.

MR OLI VA: Can | E-mmil comments?
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HEARI NG EXAM NER LAWRENCE: Sur e.

MR. OLIVA: Let nme quickly go through
t hem t hen.

First, I would like to follow up with
the first gentleman's comments with regard to Artesian,

t he parent conpany.

It has paid significant dividends. In
fact, in the last five years, they paid 77 percent of
their earnings out in dividends, which is an increase.

In the previous five years, they paid about 70 percent.
So, in the last ten years, they paid out roughly

75 percent of their earnings in dividends. |In fact, over
t hat ten-year period, the dividends have been increased
every year. So, it has been an increase, not just a
paynment of dividends, but an increase in dividends.

So, the stock is doing well. No wonder.
You pay out three quarters of your earnings to
shar ehol ders and aski ng custoners for a 31 percent
increase. That is a heck of a business.

Secondly, their own assunptions don't
justify anywhere near $23 dollars. By the way, not to be
trite about it, ook at their calculations, it is not $23
dollars, it is $22.60. Before people |augh, that is

$5, 400 bucks a week. And if you think that is trivial, |
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will accept it in check or cash.

So, if you go through the nunbers, the
| argest beneficiaries of the rate increase will be the
sharehol ders of Artesian because they will be under
pressure to continue paying the dividends. The equity
anal yst, | believe, are indicating an 83 cent versus
79 cent per share projected dividend for 2013. They'l
continue to be under pressure.

So, it is pretty reasonable to assune
that any increnental after tax income a good chunk of it
is probably going to sharehol ders.

So, if you take a | ook, then, at the
i ncrease, who will be the biggest beneficiaries of the
i ncrease, 45 percent of the increase is going to go to
shar ehol ders, 39 percent will go to the federal, state
taxi ng authorities.

Basically, you are left with 15 percent
of the increase going to stay within the conpany itself.

And by the way, there is an error in one
of the charts. That $343,000 is incorrect. It should be
down around $307,000. There is a m stake in that chart,
which I will go over with whonmever would |like to go over
it.

So, basically, we're tal king about one
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percent will go for an increnental operations and
mai nt enance, and we will | eave 15 percent within the
company.

So, if you take a | ook at just for
operations, what is necessary, based on AWM own nunbers
that conmes to $3 dollars per EDU nonthly increase, not
$22.60 nore or $23 dollars nore, if you want to round
nunmbers.

Next, with regard to how the increase
was determ ned, just the nethodology, it is kind of
di sconcerting that increase was done, basically, solely
on increase in revenues. What about reduction in
expenses. Every conpany, virtually every conpany in the
country over the |ast couple of years has been | ooking at
expense reductions. And there were sone interesting, or
there were interesting expense itens here, too. | think
it's kind of fun that part of the increase is to help pay
for the cost of this rate case anortized over a two-year
peri od.

So, there's really no incentive to
m nimze the cost since we, the custonmers, will pick up
those costs. That really should be out.

There are other expense itens we can

cal cul ate them on an average cost basis, an increnental
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cost basis. There are two new costs that have showed up
out of nowhere that have not been charged before that
show up on this particul ar case.

As | said, no one has attenpted to cut
payrol |l expenses. Take a |ook around, a | ot of conpanies
have been doing that. |[If you conbine sone of these
previous costs that | just talked about with the five
percent cut in payroll taxes, guess what, you need no
i ncrease.

And now, if | can find these itens in
such as a small anmount of tinme to review it, you have to
wonder what else was in here. A lot of this needs to be
justified.

Another itemwith regard to personnel
particularly, is that there are no direct enpl oyees of
AWM , that all of the costs are allocated for Artesian
Uility Devel opnent Inc, A-U-D-I, or AUDI.

So, presumably services are billed from
AUDI to Artesian Wastewater. |Is AUDI a regulated utility
conmpany? If it's not, it is attenpting to allocate costs
froma non-regul ated conpany to a regul ated conpany,
which is -- the previous gentleman tal ked about -- is a
cost pl us business.

Whet her it is or not regulated, who
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verifies the appropriateness of the cost allocation. |
mean, you're tal king about three quarters of a mllion
dollars in payroll costs. Including benefits on an
annual basis.

Al so, what's disconcerting is the
excl usi on of the inpact of increnental revenue going
forward on ROE

M . Carbaugh, | hope | pronounced the
name properly, in his subm ssion of January 18th said, 90
percent of increnmental costs are fixed. You increase
revenues 31 percent, you have a 90 percent fixed cost
base. You will have one heck of a rate of return.

I don't want to know their returns, but
it is an outside return, particularly a return on the
backs of the ratepayers. And in speaking of a return on
i nvestnment, that ten percent, the actual return on
i nvestnment, or return on equity in 2012 is
ei ght - and- a- hal f percent.

The stock market wasn't like that. So
far this year, Artesian's stock is up before the NASDAQ
where it's |isted.

Finally, my one | ast conclusion in going
t hrough these nunbers very quickly, it is far better to

be a sharehol der of Artesian than a custoner.
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HEARI NG EXAM NER LAWRENCE: Next
comment .

MR WSE: M nane is Nathan Wse. M
wife and | are residents of |Independence. Like the
previ ous gentleman, |I'mnot going to sit here with a
great study of the background. | haven't had the
opportunity to do so.

| would |ike to make a gener al
observation that was alluded to earlier. VWhen we first
canme here, we weren't fully aware of costs involved in
some of the utility costs. Maybe that was an oversi ght
on our part or sonmething that wasn't really revealed to
us.

We canme from Central Pennsyl vani a.
cannot speak for what the costs of services would be in
Del aware or New Jersey or Maryland. In the area where we
came, the services that we received, the costs per
gquarter were far less than would are required to pay now
per nonth.

So, we were -- | don't know whether |
woul d say shocked -- rather surprised by the very high
cost of wastewater treatnent when we cane here. But we
deci ded, Ckay, we bought into that. Wen we see the

i ncrease, we're now are in shock and astounded.
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As a former consultant in exam ning the
ki nds of things that the Conm ssion here has to exam ne,
one of the things that I would have done is to | ook at
t he conps.

|'ve | ooked for nunbers for profit, not
for public profit, public service people provided this
| evel of service before determ ning what a fair and
equi table rate structure, cost going into.

But if you | ook at the one provider of
service and outlier relative to the typical cost
structure presented by providers of simlar services
within the state and surroundi ng states, then you have to
ask yourself, why are their charges so high. It has been
al luded to before and suggested, although |I haven't
studied it, we have a question, underlying cost structure
and position in their operations the way they are
staffed, how they are delivering those services.

| think that has to be done across the
board, both for profit and public providers of the
services. And | hope that we will see the Public Uility
Comm ssion do that kind of service and present that
information fully before delivering their decision on
t hese rates.

| think it's only proper for themto do
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so as stewards of the public for the public good. | hope
that will help elimnate this conversation. Thank you.

HEARI NG EXAM NER LAVWRENCE: Thank you.
Next comment.

MR. WLLIAMS: M nane is Jerry
WIlians.

| bought ny place two-years-ago.

moved down here permanent about two or three nonths ago.

| was never told about the sewer rate. | don't have any
statistics, no paper in ny hand. |I'mjust here to tel
you guys, | can't pay these bills.

I think you want the comrunity to grow.
" m sure you do. It ain't going to grow. | think a |ot
of people here bought their house not know ng what they
were going to get involved in, the water bill, the sewer
bill. It is a problem

I"mjust here to tell you if it keeps
goi ng up, | have to nove. And people noving in down
here, | don't think they can afford it. They are not
told. They are not told.

| don't hate or justify a 30 percent
increase. | canme from Pennsylvania. There are a | ot
nmore people up there. A lot nore flushing of toilets.

In nmy book, it is nowhere near this.
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|'"msure you're not going to listen to
me, though. 1'msure of that. That's all | have to say.

HEARI NG EXAM NER LAVWRENCE: Next conment
on this side of the roomon ny left.

MR. YELECK: Charles Yel eck.

W Il the Comm ssion use an independent
certified accounting firmto review the information
provi ded by the defendants?

HEARI NG EXAM NER LAWRENCE: Vi ncent, can
you answer that? |Is there a consultant hired yet by
Staff?

MR. | KWWUAGWJ: The DPA - -

MR. YELECK: And who is the firm

MR. | KWUAGWJ:  The DPA has retained a
consultant. The Staff is working hand in hand with that
consul tant.

You have to understand, we have to make
sure that we put the rate costs, the cost of processing
this rate case to the mninum W are being very, very
frugal in making sure that we do not pack nore costs onto
it.

You al so have to understand that the
Comm ssion has quite a nunmber of years. |'ve worked at

the Comm ssion for 22 years. So, some of the cases that
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are comng in to us are not new W have the

pr of essi onal background. We have the accounting
background. We have every know edge that we need to
process a case of that nature. So, that's why we deci ded
to nove forward and process it this way.

We have all information, and we have al
of the tools to make our decision and forward our
recommendation that will be consi dered by the Conm ssion.

MR. YELECK: In your 22 years, have you
ever reduced a request by a firmnulling the rate that
t hey now have to a |ower rate?

HEARI NG EXAM NER LAVWRENCE: That has
occurr ed.

MR. YELECK: Has it occurred in the [|ast
five years?

MR. | KAWWAGWJ: | thought you said
22 years.

Well, what | want you to understand, the
Comm ssion plays a mddle role.

As far as everybody being so excited
about this case, this is very, very good for us to see
customers participating in the process. There are tines
when we have Public Conment Sessions, and we don't see

anybody.
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So, we are really thrilled to see that
you are participating. And all of the letters |I have --
| have a folder this big -- of all of your witing and
E-mails. | have printed each and every one of them |If
you want to see your E-mail, conme to ne, and | will show
you your E-mail. All of this is going to be sumuarized
and presented before the Conm ssion.

Al'l of your enphasis and all of your
comrents will be taken into consideration. And our role
is to make sure that you don't cone back from your work
one day and flush your toilet and it's not working. So,
we play a role to make sure that the conpany continues to
exi st, but we also play a role to make sure that the
conmpany does not charge excessively. That is the mddle
role that we play. And that is what we are here to do.

MR. BLOOM Martin Bl oom

If Artesian is requesting this increase,
shoul d not they assune the burden of paying an outside
consul tant?

HEARI NG EXAM NER LAWRENCE: Let ne just
say one thing.

There are decades of precedent where
consultants are part of rate expenses. |It's not

sonet hing that ratepayers like. [|'ma ratepayers, too.
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It is not sonmething you like. [It's something that is
establ i shed precedent of how things are done.

And what Vincent was telling you was
that Staff and the DPA are working together to mnimze
t hose costs for you, the ratepayers.

| wanted to ask, Ms. lorii, would you
pl ease explain the status of the consultant to the extent
that you can. | knowit's in an early stage of the
pr oceedi ng.

MS. IORII: The case is still in an
early stage. Qur consultant is Howard Wod of Howard
Whod, P.E. He has years of experience in wastewater
treat nent and exam nati on of wastewater cases. He was
previ ously enpl oyed by a wastewater conpany before he
went out on his own.

We have propounded sone pages of

di scovery to the conpany asking questions about many of

the issues that you all have, or that | heard you al
raise to this point, and sone that | amsure | wll hear
| ater.

The reason that | heard sonmebody ask why
hasn't the conpany hired an outside consultant. |If they
did, you would be paying for it. Unfortunately, the

courts, when cases before this have gone up to the court
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| evel , and expenses have been chal |l enged, the courts have
said that the conpanies are entitled to recover their
reasonabl e expenses in prosecuting a rate case. That is
not sonething the Conm ssion has any ability to | ook or
to change other than the fact that we determ ne or the
Comm ssion determ nes whether these expenses are
reasonabl e.

So, | think with that --

HEARI NG EXAM NER LAWRENCE: Yes. That's
fine.

And one other thing | wanted to foll ow
up on what Vincent said, the Public Service Comm ssion by
statute is required to balance the interest of the
utility and the ratepayer. And that's by statute.

Al so by statute, the Division of Public
Advocate represents the ratepayers. So, basically, what
they were explaining to you was that Staff and the
Di vi sion of Public Advocate are, while trying to keep
expenses as | ow as possible and have consulted with
Howard Wbod, who has decades of experience in this area
to try to understand the issues in the application, mny
of which have been raised here today.

So, noving along, because it is ten of

seven, okay, already.
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I's there another comment?

MR. GOURLEY: |'m Frank Gourl ey,
GOURL-E-Y. |I'mthe treasurer of the Trails of Beaver
Cr eek.

This is, in the |ast couple of years,
the third surprise we've had from Artesian. First, we
found out all of a sudden that we are a through point for
themto bring Shorewoods sewerage down into the treatnent
plant. It flows through our entire devel opnment. It
cones in off of Route 9, goes through the punping station
in the mddle out of the back through the sewerage
treatnment plant. That was the first problem

The second was a change to a nonthly
billing for water. That has, | would say, doubled the
water rate with all of the fees added on it. Now, we
didn't get smart enough. We really got stiffed.

Looking at this one, we have 166 hones,
resi dences in our devel opnent, and the $23 dollars a
nonth increase represents $45,800 dollars a year in
addi ti onal revenue to Artesian. That is a big chunk of
change out of one devel opnent. We seriously question the
need for that |evel of increase. Well, question the
| evel of price to start wth.

The county | canme fromin New Jersey
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charged nme $100 dollars a quarter for sewerage, not $75
dollars a nonth. So, it was already out of sight when |
got here, and this is just putting it through the roof.

And we're |like the other devel opnents,
our devel oper negotiated a 35-year contract for this,
whi ch | understand they need the contract to put in the
infrastructure, but the price of the people that now live
here have to say on it at all and we still don't.

Thank you.

MS5. BEVANS: Hello, ny nane is Christine
Bevans. B-E-V-A-N-S. | am a board president fromthe
Trails of Beaver Creek, Beaver Creek Property Honeowners
Associ ati on.

| represent 158 houses or |ots.
Currently, we have 66 devel oped. Two are planned to be
devel oped by the end of this year.

First of all, what Frank has said about
Shor evi ew Wbods, for a cost of a dollar, they told us
t hey needed to hook us up a second inlet for our water
and sewer just in case there was failure.

VWhat we found out |ater on as a board
representative was that they needed to pass Shoreview
Wbod sewer age and water through our devel opment using our

infrastructure for the cost of a doll ar.
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So, they lied to us, which, to nme, as
far as |I'mconcerned, if they're going to lie to us about
one thing, they will lie to us another thing.

The other thing is, I'mgoing to go back
to history, we have a 35-year contract with Artesian,
which is a private contract. They did the infrastructure
in our devel opnent when we noved in. Qur water has high
iron content to it. In fact, nmy next door nei ghbor was
told, that I witnessed, we were not supposed to drink the
water. Don't use the water for cooking or washing
clothes. What do you use the water for? Just to clean
t he outside of your house and water your garden.

This water and sewer in our devel opnent
is likely liquid gold. It is higher than our Del marva
Power bill. And it is higher than any other bill, except
for our nortgage. OQut of ny 166 |ots, 60 percent of
honeowners are on fixed incones. 50 percent of our
homeowners who work, they have to work out of state
because there is not enough infrastructure supporting
conpanies to allow themto work.

Qur cost of living adjustnment don't even

equal 34 percent that they're asking for. It is
unreasonable to ask people on fixed incones -- it is like
robbi ng Peter to pay Paul. What are we supposed to give
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up? Prescription costs. OQur food in order to all ow
t hese high and mighty Artesian people to live a higher
lifestyle than all of us.

As far as formal notification, we did
not receive any, as board president, | worked with a | ot
of people through Artesian because I"'mstill keeping an
eye on the | ess than acceptable standards that they did
when they ripped up our roads and our concrete in order
to connect Shoreview Whods into our devel opnent. The
area is still sinking and it is not quiet up to
st andar ds.

Wth all of the people that | worked
with at Artesian, | have even asked for a copy of the
agreenent from our devel oper for what was agreed upon
bet ween Artesian and nmy devel opnent. And they said it
was behind the scenes and | was not privileged to see it.

Sonet hi ng under handed is going on. It
is not right. It is not right to keep on asking people
who have worked all of their lives for the noney that we
got. We are trying to stay above water. And they are
asking for another 34 percent.

HEARI NG EXAM NER LAWRENCE: Next
comment, pl ease.

MR. QUINTERO. My nane is just Bil
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Qintero. QUI-NT-EFR O |I'"ma Veteran.

Me, too, as our president just said,
Trails of Beaver Creek, knew nothing of sone of these
costs.

Let's take a | ook at just individual
people that are here. Sonme of ny friends call nme cotton
top. There are nedical costs. W' re on fixed incones.
And then there are, as our president said, food costs and
sone are on very special diet. They just can't eat any
particul ar kind of food.

I think the statistics that were read

were fantastic. |'mnot that kind of guy that goes in
and delves into the figures. |I'mreally glad sonebody
did that. | amglad the Conm ssioner is here. |'mglad

that the elected officials are here. And |I amglad the
State Attorney General's Ofice is here.
Because this is the kind of support we

need here, people that are | ooking out for people. Thank

you.
HEARI NG EXAM NER LAWRENCE: Next
coment .
MR. SHARP: M nane is Ben Sharp from
W ndst one.

| have been an Artesian custoner for
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years. |'ve lived in New Castle County for 25 years.

| agree with the one gentleman up here
in the red who said your sewer bill should be based on
your water usage.

My wife and | lived in our hone for
23 years. We had one son live with us. Qur highest
sewer bill in New Castle County for 23 years was $150 for
the entire year.

Now, apparently, Artesian was neking
nmoney off that, if not, they would have raised their
rates. So, now, being down here with $75 dollars a
month, ny goal, to tell you the truth, is to try to get
Artesian Water out of W ndstone.

We live off of Cape Neck Road. Right
across the street we have Sussex County sewer. | don't
know if we can do this, but I don't see why we can't tie
into Sussex County and get rid of Artesian.

My wife and | also have a second
| ocati on down in Rehoboth. We have Tidewater for water
service. W have Sussex County for our sewer service.
We pay $76 dollars a quarter no matter how nmuch water we
use. So, $75 dollars a nonth, and then with an increase
you are asking, | think Artesian is way out of I|ine.

Thank you.
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MS. DEAVER: |'m Joan Deaver. | agree
with everything |I've heard so far

" m sure you know that the County is run
on a shoestring, and our taxes are sone of the |lowest in
the United States.

And | don't see Sussex County taking on

any nore services at this tinme or being wlling to |ook
at anything new -- that's the majority of the Counci
memnbers.

You're in a franchised area that was
given to Artesian by the State of Delaware. That just
gets on ny nerves.

George Cole and | have passed that our
County allow to assign franchisees. W want to pick the
franchi see. Maybe it would go to Artesian. Maybe it
woul d go to Tidewater, or nmaybe we would serve it
ourselves. I'msorry. That was a year ago, we asked the
guestion. The answer cane back, our | obbyist for
Artesian and Ti dewater were way too strong. W don't
have a chance.

Your other counties in Delaware have
this. New Castle County doesn't charge you that nuch.
They have control of these things. And it's handl ed by

muni ci palities in New Castle County. They're not out to
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make a profit. They're not out to police the
st ockhol ders. They are a service of the governnment.

That is the difference.

| synpathize with you. | don't like it.
And | will stick with it until it's resolved.
Thank you.

HEARI NG EXAM NER LAWRENCE: Next
comment .

MR. DAVING M nane is John Davino.
DA-V-1-NO. I'"'mwth the Heron Bay Conmunity in Lewes.

My wife and | have only been here for a
coupl e of years. We noved to Del aware because we |iked
this State. It's a slower type of living down here.
There's a lot of things to do in Sussex County.

But when we did purchase our house, our
home, we were told that the costs of Artesian were going
to be high, but as the hone decreased, the sewer portion
woul d go down.

Approxi mately, two-thirds of our
community is built. W have another section to go, which
will put over 300 homes in our comunity.

To ask for an increase like this for the
community people that are here is ridiculous. W're al

senior citizens. W're all on fixed inconmes. W don't
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have noney to just be adding to our nonthly bills. W
al | budget everything.

Artesian is a conpany that wants to
peopl e keep on getting nore noney without really
justification. | mean, the rateholders and all, | don't
know. Like I said, | love it down here, but Artesian is
just really getting out of hand.

Li ke the | ady said, our water in our
system has high iron content. The chlorine -- sonmetines
you can't drink it. What are you supposed to do? We're
stuck. If I could have a septic systemin ny section,
woul d put one in. That way | would have it. | have well
ri ght now for outside watering because | can't afford to
be watering garden or shrubs with Artesian cost. | nean,
bet ween that and the sewer, how are you supposed to live
per nont h.

I nmean, I'mglad to see a | ot of people
showing up just to |l et Artesian know that we are not just
going to sit down and take it. We are here to voice our
opi ni on.

Thank you.

HEARI NG EXAM NER LAWRENCE: Next
comment .

MS. LUPO My nane is Laura Lupo from
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Stonewater Creek. L-U-P-O

The comment | wanted to nmeke is,
normal |y when a conpany uses ny nanme, they go out and
| ook for other custonmers. |If you only have a few
custoners, you don't go out and start increasing and
increasing. You want to bring nore people in to get nore
noney. How are you going to get nore people? You
increase. This is news to ne. | never heard of this
bef ore.

MR. VALENTI: M name is Gene Valenti.

To give you a little insight on how
Artesian works with us, being an early riser sitting out
on the porch having ny coffee |last summer, | am noticing
tanker trucks running through our devel opnment. \Where are
t hese guys going? Well, we followed them And what they
are doing is dunping into our devel opnent through manhol e
covers.

Well, we called, and we asked about it.
Do you know what we were told? They are our pipes, we
wll put in there what we want. That is how you people
are working with us. | still want to know how nuch they
pay for water. \What do they pay for water, for your
sewerage? Listen to the crickets.

Anot her thing, did you say earlier that
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there is another neeting tonorrow night in Dover?

HEARI NG EXAM NER LAWRENCE: Yes.

MR. VALENTI: Is it a public neeting?

HEARI NG EXAM NER LAWRENCE: Yes.

MR. VALENTI: Could you make it nore
inconvenient? This is the section. These are the
people. Wy should we travel up to Dover now?

HEARI NG EXAM NER LAVWRENCE: W tried to
make it convenient with this facility. It is the |argest
facility in the area centrally located to the community
affected. This is the best we can do.

MR. VALENTI: There are other schools
around here.

HEARI NG EXAM NER LAVWRENCE: There is
al so another conmmunity up in Kent County. And our policy
al ways has been to have at | east one neeting in the
County where a proposed rate increase is.

UNI DENTI FI ED SPEAKER: Wy at si x
o' cl ock?

HEARI NG EXAM NER LAVRENCE: You are free
to go to Kent County if you want to.

MR. VALENTI: \Why woul dn't you keep the
meeti ngs down here?

HEARI NG EXAM NER LAWRENCE: We have a
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meeting tonight.
MR. VALENTI: There is one comunity in

Kent County, and you expect us to go up to Dover?

HEARI NG EXAM NER LAVWRENCE: Everybody is

here.

MR. VALENTI: Tonorr ow?

HEARI NG EXAM NER LAWRENCE: There is
anot her neeting. |t was set in another County because

that community is in another county. That's why.

Next comment.

MR. PORTER. M nane is Ed Porter.
P-O-RT-E-R

Speaki ng about water quality, on their
website, |I've looked at it a few seconds ago, there has
not been a water quality report since 2011.

Soneone else told ne they did a personal
check on the water quality, and it did not match what the
report was. That's hearsay from ne.

So, the other thing is when we bought,
we were told about the cost of sewerage treatnment. And
we were told that as the devel opnment grows |arger that it
woul d go down.

It sounds |ike what the gas station does

before they give you $0.10 off, they raise the price the
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ni ght before.

Thank you.

MR. MACDONALD: My nane is Bob
MacDonal d. M A-C-D-O N-A-L-D.

During the evidentiary process, is it
forensic auditor going to be hired to go through their
books so we know where this noney is being bounced
around?

HEARI NG EXAM NER LAVRENCE: Well, the
Di vi sion of Public Advocate and Staff explained earlier
that there is a consultant. Howard Whod was hired. And
he is going to go through all of the financi al
i nformati on.

MR. MACDONALD: He is a wastewater
treatment expert. He is not a forensic auditor?

Forensi c auditor goes through books and
sees where the noney is flowing to and from

HEARI NG EXAM NER LAVWRENCE: What are his
qual ifications?

M5. IORII: That's what he does.

HEARI NG EXAM NER LAVRENCE: He has done
this for three decades. His CV is available. It is very
I npr essi ve.

MR. MACDONALD: |Is he a CPA?
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HEARI NG EXAM NER LAWRENCE: | don't
know.

MS. IORII: | don't know the answer to
that, sir. |If you want, please give ne your nane, and I
wll send you a copy of his CV

MR. MACDONALD: Thank you

HEARI NG EXAM NER LAVWRENCE: He has
handled a |lot of the cases in this state for different
sides with good results.

MR. PETERS: My nane is Copn Peters.
First nanme is spelled COP-N. Last nane is spelled
P-E-T-E-R-S. MWy wife and | have been a resident of
Trails of Bever Creek since April of 2008.

Qur average water bill every nonth is
t housand and a half gallons. W are now paying $13.22 to
have that privilege, which is called a customer charge,
which we pay six tenths of a penny for water, a nickle a
gal l on for sewerage.

Can you guys figure that out? Six
tenths of a sent for a gallon of water in nmy house. And
a nickle to get it out. Something is wong.

MR. ATHAS: M nane is Jim At has.
live in Independence. | noved here five-and-a-half years

ago. | was one of the first residents in |Independence.
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VWhen a group of people who canme to have
a neeting with Artesian questioning $75 dollar a nonth
wast ewat er paynment, which bill didn't they tell us. It's
really interesting.

You woul d think there would be builders
here that would be fighting the increase so it can build
nore hones in the area. They don't want to divulge this,
which is not your problem Curious.

["'min a Schell home. Schell builds a
nice honme, but it wasn't told to us.

But anyway, at the tine of the neeting
we were told that that increase, that $75 dollars should
be locked in rate for a long period of tinme. And nost of
the residents in our devel opnent still are not being told
that. $75 dollars is excessive considering that in a 55
and over community, there's at |least 70 percent of the
people that are going to Florida and stuff |ike that.

So, | am wondering how do you figure $75
to $98. Where did you get that 30 "X' anmount increase?
Where did you conme up with that?

Now, al so, you have a group of Counci
people here that are going to vote on this. And they
have heard a | ot of argunents here.

Now, do they want to stand up and j ust
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i ntroduces thenselves. Mybe | mssed it. Maybe they
did stand up. | cane in a couple of mnutes late. But
who is voting on this?

HEARI NG EXAM NER LAVWRENCE: We have one
Commi ssi oner here.

UNI DENTI FI ED SPEAKER: The County has no
jurisdiction over it.

MR. ATHAS: We have one Conmm ssioner who
is going to vote.

COW SSI ONER CONAVAY: | amthe only one
here. There are four Conm ssioners.

MR. ATHAS: Why aren't they here?

COW SSI ONER CONAVAY: | amt he
Comm ssi oner from Sussex County. It is divided up
geographically. One Conm ssioner from New Castle County.
One fromKent. One from Sussex. And one fromthe City
of W I m ngton.

UNI DENTI FI ED SPEAKER: Where do you

live.

COWM SSI ONER CONAVAY:  Bridgeville.

MR. ATHAS: It would be advant ageous to
everybody to have the whole Council listen to this.

HEARI NG EXAM NER LAWRENCE: There is a

transcri pt nade of these proceedi ngs.
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MR. ATHAS: A transcript is just read.
You read a book. Listen to a Television show That's
not what goes on in Sussex County. You are listening to
peopl es’ hardships. You are listening to peoples
problenms. You are listening to different things. And
you listen to a | ot of Bullshit.

HEARI NG EXAM NER LAVRENCE: Next

coment .

MS. ALDERUCCI: H . M nane is Dina
Al derucci. D-I-NNA A L-DE-RUCCI. | livein
Shoreview Whbods. |'m so sorry about the Trails of Beaver

Creek people. Thank you for letting us latch onto your
sewer system
We are a townhonme community. W are a
very small area. W have 195 honmes that are being built.
At this point, we only have 20 homes that are sold. Did
Artesian take consideration for all of the new hones and
did they factor into their budget all of the new incomne
that's going to be comng in once the homes get built?
It will take five years before ny community gets filled.
| also have a townhonme down in Long Neck
and the water there is Tidewater. And when we first
noved to Shoreview Wods, | was told it would be $75

dollars a nonth. | said, No, you are maki ng a m st ake.
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It's $75 dollars a quarter for Tidewater.

So, once again, it seens |like Artesian
is nore of -- this whole systemis a nonopoly. It's just
not fair. |If sonmeone can provide with us the forecast,
did Artesian think about the forecast of the new famlies
com ng in.

HEARI NG EXAM NER LAVWRENCE: Wbul d you
hand the m crophone to the next person who is going to
make the next comrent. Sonmeone is raising their hand
over there.

UNI DENTI FI ED SPEAKER: | would like to
make a couple of quick coments.

HEARI NG EXAM NER LAVRENCE: Your nane
and conmmunity.

MR. COWGl LL: Hernman Cowgill.
COWGI-L-L. 1| live in the Meadows of Beaver Creek.

I was just |ooking at sonme of this
information that |1've been able to pick up fromthe
communi ty and whoever. And | know that on line that one

of the things that sonme of the profits have been already

tal ked about. | just saw | ast year Artesian Resource
Corporation reported a net income -- it grew 46 percent
to $9.8 mlIlion dollars conpared to $6.7 million dollars

fromlast year.
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| just wonder how a conpany that has
profits like that would want to come around and charge
its custoners a 31 percent increase. And | don't know if
any conpany that is getting that kind of increase for
utilities or anything el se.

I nmoved here a year ago in Decenber from
Maryland. | had a flat rate sewer where | lived. And it
was $108 dollars a quarter. That is $36 dollars a nonth.
| am al ready paying $75 dollars a nonth. They want to
increase it 31 percent. | just can't get the connecti on.

And one of the things that | read that
they wote when they applied for this rate increase was
t hey needed $1.5 million for the second phase of
construction at Beaver Creek.

And you know, with a conpany |ike this,
it has profits like this, it seens to ne that they would
be making investnments to grow, and they woul d expect a
return on that.

And you know, whenever they build the
second phase of Beaver Creek here conmes $75 dollars a
nmonth from one of those custoners. So, why should |I have
to pay this conpany who is making all of this noney to
expand.

And so, you know, | |ove Delaware. |
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have been here now for a year-and-a-half. | don't really
care nmuch for Artesian.

HEARI NG EXAM NER LAVWRENCE: Second row
of comments. Any other comments on this side of the
room ny left?

MR. FEARN:. diff Fearn, Junior. | also
live in Meadows of Beaver Creek. When we canme down from
New Jersey, we were a little bit shocked at the cost of
the sewerage. Everybody in this room obviously is. And
| don't nean to repeat sone of the statistics that these
gentlenen in front gave, which very nuch appreciated, by
t he way.

The consideration of sewerage cost in
New Jersey were considerably | ess than here. The taxes
in New Jersey, as we all know, were considerably nore.

It is curious to ne that the folks at Artesian feel we
are com ng down here for |ess tax, we have extra noney in
our pocket to pay for extra water and extra sewer.

The comments that | heard tonight so far
is a key question that | would |ove to see in the
transcript is why isn't it done on a per usage basis,
rather than the way it is.

| live in Beaver Creek Meadows. | watch

Artesian conme in and work on transfer station every day.
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That transfer station, as | understand, and the question
| have is this, where is all of this com ng from and
where is it all going to go once this transfer station
and the $1.5 nmillion dollars to build it is done. Are we
going to expect nore and nore traffic of sewerage through
t he nei ghborhood to supply MIton? O is it going to
supply some ot her organization that conmes in and builds
in this area.

We all know this area down here is
grow ng by | eaps and bounds. It would seemto ne that
t he projection of new honmes in the devel opnents that are
represented here tonight certainly would pay for
$1.5 million dollars worth of anybody's construction.

Thank you for your tine.

MS. VALENTI: Margaret Valenti.

Stonewater Creek is going to have a
sister community across the street real soon. 750 nore
homes. We woul d expect themto hook into the Artesian
infrastructure at Stonewater Creek. So when you are
maki ng your decisions, please consider the additional
homes that Artesian is going to collect noney from

Thank you.

HEARI NG EXAM NER LAWRENCE: Are we done

on this side of the roon? 1'mgoing to start in the
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front here, and I will get that m crophone. Anybody
her e.

MR. WHI TNEY: M nane is Jack Wi tney.
WH-1-T-N-E-Y. | am from W ndstone

There has been a | ot of talk about these
contracts. Did you gentlenmen happen to bring one with
you tonight?

HEARI NG EXAM NER LAWRENCE: What are you
referring to?

MR. WHI TNEY: Well, we are told about
t hese 35-year contracts. No one has ever seen them W
are just told it is between the builder and Artesian.

My question is, who are you mad at? \Who
gains fromthis? Certainly not us. | would |like to be
able to |l ook at one of these contracts so we know exactly
what it is supposed to be. Because all we have now is
the say so rule, whatever they say goes. And it is just
bei ng unfair.

If I"'mgoing to have to pay water and
sewer rates and ny property taxes, | think I amentitled
to alittle nore than what | am getting.

I 1ook at the body | anguage of these two
gent |l enen, and on the whole, they rather be el sewhere.

That is pretty obvious. | would lIike to know when and
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where we could see a contract.

HEARI NG EXAM NER LAVWRENCE: Okay.

MR. SPACHT: If you would like me to
answer the question about where all of the contracts are,
they will be with the Public Service Conm ssion. They've
asked for them They have all of those. As part of data
di scovery, they have propounded well over 100 plus
questions that were answered. All of these questions
here tonight, they are being answered. They will be
provided to Staff and the intervenors, which includes the
gentl eman up front. They will be answered, and they w ||
be avail able and on record with the Public Service
Conmi ssi on.

You can be part of that process. It

will be there. They are not hidden. We are not hiding

t hem

MR. ATHAS: That's not what they told
us.

MR. SPACHT: I'msorry. | don't know
who told you that. [I'mthe CFO. | have the contracts.

| amtelling you where they are right now.

UNI DENTI FI ED SPEAKER: | asked Adam CGol d
for them That was two-nonths ago. | wll ask for them
tonight. | hope he gets to you.
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MR. COUGHLIN: M nane is Bill Coughlin.
COUGHL-1-N. Community of W ndstone.

As M. WIllians said, when | first noved
into my devel opnent, | was never told about the sewer.

In fact, Artesian kept sending bills to a wong address,
and they kept getting them back stating that nobody there
lived, or it was a bad address.

Wel |, about five nonths later, they
finally got ahold of me of $250 dollars that | was
totally unaware of. That is one problem Nobody had
told nme about the charge.

The next thing | would like to know is,
why does Artesian charge so nuch for wastewater? Well,
the old saying what wei ghs nore a pound of feathers or a
pound of lead. Why is Artesian charging approxi mately
400 percent, 400 percent nore than the County of Sussex?
| think we're entitled to know that.

Capital inprovenents they are trying to
make going from W ndstone to Beaver Creek, that should be
born upon the investor, not the people who are using the
service. The investor should |look at the long termfor
how much noney it's going to cost and maybe budget where
their interest is going to come from

That's all | have to say.
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HEARI NG EXAM NER LAWRENCE: Thank you.
Next conmment .

MS. HARRI SON: Linda Harrison. | ama
resi dent of Heron Bay. And we all had great questions,
or we're happy to hear answers when we are happy to get
this transcript fromthe Public Advocate or the discovery
that is obtained.

We didn't make this deal with the devil
of $75 dollars. The builder did. Did The Public
Advocate okay that with Artesian and the builder? It
seens |ike that deal was, like | said, dealing with the
devil. That is all out of range.

HEARI NG EXAM NER LAVWRENCE: Vi ncent
works for the Staff.

MS. HARRISON: Didn't that have to be
approved by The Public Advocate?

M5. IORII: No. It does not.

HEARI NG EXAM NER LAVWRENCE: No. The
short answer is no. And that is an agreenent between the
devel oper and the utility.

MS. IORII: The Public Advocate has no
control over agreenments between devel opers and utilities.

HEARI NG EXAM NER LAVWRENCE: \What Ms.

lorii said, The Division of Public Advocate has no
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control or influence or inpact on the agreenents between
devel opers of real estate and utilities.

MR. SPACHT: Let ne clarify.

W're alittle bit off track here. All
rates are approved by The Public Service, period. W did
not have any agreenent with the devel oper for the cost of
of the service being provided. That was devel oped in
di scovery when we opened up those devel opnents and when
we started serving those devel opnments. They were
approved by the Public Service Conm ssion through no deal
bet ween the devel oper and the conpany.

So, it is the seam process we went
t hrough then that we are going through now. It was on an
i ndi vi dual basis. W have one rate for all of our
custonmers in Delaware. It is approved by the Public
Servi ce Conmm ssion, though. No deals with the devel oper.

HEARI NG EXAM NER LAVWRENCE: Any ot her
comment s?

MR. SHEA: Paul Shea. S-H E-A
W ndst one.

| like the idea of being billed for
usage. Now, does Artesian naeke that determ nation, or
can you make that determ nation that it should be billed

li ke that?
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HEARI NG EXAM NER LAWRENCE: |''m sure
that issue is being explored.

UNI DENTI FI ED SPEAKER: That is not an
answer .

HEARI NG EXAM NER LAWRENCE: | can't
answer it tonight.

UNI DENTI FI ED SPEAKER: You don't know
whether it is the Public Service Comm ssion or thenf

HEARI NG EXAM NER LAVWRENCE: \What are you
aski ng nme?

UNI DENTI FI ED SPEAKER: Vo det erm nes
t hat usage be the way of paying?

HEARI NG EXAM NER LAVWRENCE: There is a
process where the utility will propose a certain rate,
and it goes through the rate process.

And |ike M. Spacht said, ny
recollection of this case is that in the beginning, it
was i ndividual conmmunities and eventually it becanme a
fixed rate of $75 dollars applicable to all comunities,
all wastewater comunities.

And so, there has been a series of
Comm ssion orders in the |ast about eight years that have
i npl emented this flat rate. This is the early stage of

t he case. That's what | know about this.
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UNI DENTI FI ED SPEAKER: Can they reverse
it?

HEARI NG EXAM NER LAWRENCE: | can only
do one person at a tinme because of the transcript.

Anot her questi on.

UNI DENTI FI ED SPEAKER: | just wanted to
say if you were to inplenent the usage that they probably
want a rate increase to do that.

HEARI NG EXAM NER LAWRENCE: You are free
to send in witten coments.

Yes, m' am

MS. NEENAN: Mari anne Neenan.
N-E-E-N-A-N. I'min Heron Bay. | have been here six
years. And when |I noved in, | was one of the first
houses settled in Heron Bay. |I'mone in the original
section. | was not told that the water rate was $75
dollars. | found that out when | got the first bill.

And | called Artesian, and | conpl ai ned
about it. | said, | haven't used that nuch wastewater.
And their reply was, as nore houses are settled, the rate
will go down. We have heard that over and over again as
nore houses are settled, the rate will go down. Well,
our developnent is now two-thirds full and the rate

hasn't gone down. They want to increase it.
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And what they don't want take into
consideration is the usage. People in this devel opnent
and ot her devel opnments as well that are represented here
a lot of themare just here on weekends or in the
summertinme. They are not here full tinme, but yet, they
are being charged $75 dollars a nmonth for wastewater that
i's not going through their pipes.

| just paid ny bill for nmy house up in
Cornwel |, Pennsyl vania where ny water for the | ast
quarter was $89 dollars. That's water and sewer for the
guarter, $89 dollars. And yet, | amgoing to pay $75
dollars a nonth here, and they want it to go to $98
dol l ars a nont h.

The majority of people down here are on
fi xed incomes, and they haven't | ooked into any possible
ways of reflecting on the usage of people that aren't
here all week | ong.

' ma one-person house. | am not
flushing the sane as the people who have five or six
people in the house. It should be based on your usage.

As the other gentleman said, we all have
water neters that are checking on how nmuch of water is
com ng into our house.

And so, why not base our bill on what we
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are using, not on what could be used.

Same as our clubhouse. Qur clubhouse is
used for three nonths, basically, in the sumrertine, but
yet, we are charged for nine EDUs every nonth which is
ridicul ous.

That's all | have to say. Thank you.

MR. LIBKEY: Bill Libkey. I'mfrom
Her on Bay.

| really don't have a lot to say. The
| ady fromBridgeville, do you use Artesian?

COWMM SSI ONER CONAVAY:  No.

MR. LIBKEY: But you will be voting on
this for us?

COWM SSI ONER CONAVAY:  Yes.

MR. LIBKEY: Thank you.

Here is ny point. W canme here and were
invited here for questions and answers. W got very few
answers this evening, other than the guy from Artesi an
that got up and said -- what is your nanme?

MR. SPACHT: Davi d.

MR. LIBKEY: He said, Ch, no. W did
not make a deal with the devil. You guys fromthe
Conmm ssion agreed to |l et them charge this anmount. But

when we started, it sounded to ne |ike you guys had no
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parts of it. Now, the |ady over here said, there are a
few fal sehoods.

I am just wondering why you invited us
all here. W haven't had answers to questions since we
got here. Are you going to mail us the transcript, or
will it be a TV show on PBS or sonething?

HEARI NG EXAM NER LAWRENCE: You said a
nunber of things. Let ne just address themin the order
that you said them

We were discussing two things in the
begi nning earlier. W were discussing devel opers
agreenments with utilities and then we got into rates.

Devel opers do have agreenments with the
utilities about construction, private utilities about
construction of facilities. There are actual agreenents
for each community that | see in wastewater, not only
with Artesian, but with other wastewater utilities. And
they are devel oper agreenents.

Then what M. Spacht said dealt with the
rates. Vhatever the agreenents are, and | haven't seen
them for these particular communities, Artesian had to
come into the Public Service Conmm ssion, get a particular
rate approved. And the way that they did it was per

community in the begi nning because this was a new
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wast ewater utilities in the m d-2000s.

So, there were two things being
di scussed. So, | just wanted to be clear with you.

The second clear thing is, in terns of
the transcript, | don't see any reason why it can't be
posted on the Public Service Conm ssion's website so
everybody here can read it. | wll post it nyself.

MR. LIBKEY: This |ady here answered,
and you said, no, which is the best answer | heard al
night at least it was an answer and you said
strai ghtforward.

When you put this on the website, is a
old dog like nyself going to be able to understand what
the hell it says?

HEARI NG EXAM NER LAWRENCE: It will have
t he words of what people said tonight.

MR. LIBKEY: Yes. Well, when the folks
here said something |I understood. They talked and |
under stood. When you guys got up and you use the big
words, even though |I heard them before, | guess what |
want is a lot less politics and a whole |lot nore of yes
and no.

HEARI NG EXAM NER LAVWRENCE: \What | can

do is when filings come in on this case, for exanple,
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Howard Woods' report, | can have that posted on the
website. | can post the transcript on the website so you
can get conplete know edge.

UNI DENTI FI ED SPEAKER: How about your
report?

HEARI NG EXAM NER LAVWRENCE: That wi |l be
posted on the website as well.

There will be other things posted on the
website. Right now, the application is posted on the
website. And there are going to be other things posted.

Anyone el se?

MS. Cl AMARRA: My nane is Maureen
Ciamarra. My husband and | are from Heron Bay. | am not
going to repeat what nmy fellow residents have said. But
| do want to tal k about the humanitarian part of this.

There are a |lot of elderly people here.

Ten percent of this community has debilitating ill nesses.
| ama nurse by trade for 43 years. | went home every
night after | took care of patients. | |ook at people

here, and | can honestly say, good job that day. Good
salary. Honest salary. |'mnot so sure Artesian is
bei ng honest with us.

Thank you.

MS. TRUTT: M nanme Mary Ann Truitt.
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|"ve lived six years full tinme in Heron Bay com ng

directly fromMIlton. That is $40 dollars per quarter

for sewer.

So, at the risk of beating a dead horse,
| will do it anyway. VWhen | got ny first sewer bill, |
called Artesian, like | was directed to do when | made
settlenment. | called the office and got a very nice,
pl easant, | ow use fenmale voice on the end of the |ine who
said, Oh, your rates will be down as soon as the rest of

the communities get started. Thank you very nuch. That
was 2007.

In 2008, | called back, and I got the
same story.

In 2009, | called back, and no one ever
heard of that phrase.

So, ny question is, in all earnest, ny
question is, since everyone here has held up their part
of the bargain with Artesian and Artesian has not,
apparently, held up their end of the bargain, when can we
start shoppi ng around?

Thank you.

MR. REPETTI: M nanme is Doug Repetti.
| own a property in Heron Bay five years with ny wfe,

Roberta. We were shocked by the $75 dollar a nonth rate
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when we first noved in. And we were also told, as
everybody said here tonight, that it has going to go
down.

| have the latest bill. I'mfortunate
enough to own another property in Newark, Delaware, which
is a nmuch | arger house than the one down here. | have ny
|atest bill that I would like to submt as a conpari son.
What Representative Deaver said was very enlightening,
and | thank you for being here tonight. $76, that is for
t hree nont hs.

Thank you.

HEARI NG EXAM NER LAWRENCE: Anynore
coment s?

MR. DIXON: | ama teacher. | speak
loud. Bill Dixon. | noved here from Wndstone. | noved
here from Bay Col ony where we paid $56 dollars a quarter.
And | got ny first sewer bill here. | thought it was for
the quarter. So, | mailed it in, and I got another bill
| thought it was a repeat of the first bill. The next
thing I know, | called. They said, Were is ny noney? |
said, | paidit. Well, no, they want $75 dollars a
nmont h.

A couple of points to this.

Nunber one, | hear a | ot of tal k about
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this conpany that is making noney and payi ng divi dends.
| f they are nmaking so much noney at $75 dollars a nonth,
why do they need an increase?

This board, and this group down here
toni ght, you're charged with discovery. | hope in your
charge and in your discovery you m ght even consi der
| onering the rates.

MR. SCHRAMVEL: My nane is Bil
Schrammel from I ndependence. | want to give you a point
of information.

| amon the Artesian website here. It
says, Over 100 years of superior service. Artesian
Resour ces Corporation declares comon stock dividend.

| don't know if anybody has seen this.
Newar k, Del aware, January 30, 2013. Artesian Resources
Cor por ati on, NASDEQ announced its board of directors has
declared a regular quarterly dividend on the conpany's
Class A and Class B common st ock.

The quarterly dividend devel oped 20. 27
cents is payabl e February 22, 2013 to sharehol ders of
record at the close of business on February 11, 2013.
That's not earth shattering. This next sentence is earth
shattering.

The conpany has been around 100 years.
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It says, This is the 81st consecutive, quarterly dividend
paid to sharehol ders. 81st.

| conme from New York. New York has high

taxes. High everything. It does not of these kind of
sewer rates. Incredible.
Thank you.

M5. FARIES: W nane is Dee Faries from
Her on Bay.

What everyone el se has said tonight, |
agree with. But I will tell you, born here in Del aware
and lived in New Castle County for 41 years before com ng
to Heron Bay. My highest sewer bill was |ike $136 with
five us in the house and that was per year.

In New Castle County, when you turn 65,
they take care of the elderly. They reduced nmy sewer
rates. Now, of course, it was only three of us left.

But ny sewer went down to |ike $38 dollars a year.

| noved down here and they want $75
dollars a nonth. Now, | think maybe Sussex County needs
to stand up and do sonet hi ng about the sewer and water
probl ens here in Sussex County.

Thank you.

M5. DEAVER: May | respond to that.

HEARI NG EXAM NER LAVRENCE: Yes.
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M5. DEAVER: | had earlier said that the
State issued that franchise to that conmpany. And so,
control is with the State.

| would Iike us to have that control
We're trying to get that control. But we don't have it
yet .

HEARI NG EXAM NER LAWRENCE: Thank you.
Next comment.

MR. MACERA: MWy nane is John Macera.

MA-CE-R A | just received ny sewer bill for New
Castl e County, $250 dollars a year. | cone down here
being 30 weeks a year on the weekends. | did the math.

It cost ne about $7 dollars every tinme | use the
bathroom | think it's ridiculous. | can probably stay
in a hotel and go to the bathroom cheaper than that.

MS. ALBANESE: Di ane Al banese.
A-L-B-A-N-E-S-E

Contrary to popul ar belief, we are not
all senior citizens. But | do have a vested interest in
this community.

|'"ve been living here for over 25 years,
and | am a native Del awarean, so | love all of it.

What | am concerned about is the

conmmunity and the nmessage to the community that Artesian
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sends by raising rates in an exorbitant manner.

| believe that you are here because we
enj oy an amazi ng standard of living here, and we are
privy to so many beautiful areas. That's why | am here.
| am here because this place is amazing. Qur environnment
i s beautiful.

Some of you noved here for |ower taxes
and | ower cost of living in ternms of your housing.

That's what concerns ne. Because | am a public school
educat or and because every tine we go to referendum we
depend on the comunity to help us raise necessary funds
for our schools like this, which I happen to think is
absol utely gorgeous. O course, | lived with the old one
for so | ong.

This school cost noney. |[If taxpayers
are going to be anenable to reasonable tax rates for
school s and other services, | think Artesian ought to
t ake sone kind of action to reduce the amount of noney
that's paid for wastewater

| don't understand how Artesian can be a
good nei ghbor and a good provider to people here by
raising rates at that rate and by continuing with this
ki nd of information.

Thank you.
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MS. TOPKA: Hello, nmy name is Maryanne
Topka. T-0O P-K-A

My husband and | just noved here in
January. And | was speaking with the devel oper's
representative, they nentioned that Artesian Wastewater
was $75 dollars and they bill quarterly.

So, obviously, ny assunption was $25
dollars a nonth conparable to what | was paying in
Pennsyl vania. That sat with me pretty decent. Then I
received ny bill. Talk about being appalled. W are
bei ng gouged, and we're just sitting here. Wy is
everyone letting everything go by.

Now, they said they've spoken with the
County. When Artesian originally cane up with the price
of $75 dollars, they said they checked around and saw it
was conparable. Sussex County, if | believe correctly,
t he person over there was saying it was $30 dollars a
nmonth. How did they arrive at the beginning at $75
dollars. How does that make any sense?

So, my question is, ny question, not
question, but how can we get this |owered to be
conparable to other areas and enjoy our |ife where we
have it?

Let the Comm ssion represent us and say
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| ook at the conparables here and let's come up with the
conpar abl es. That should be a decrease, not an increase.

HEARI NG EXAM NER LAVWRENCE: Next

coment .

MS. KLUNK: Anna Klunk. K-L-U N-K

| agree with everything everyone has
said, totally. | have one other concern. | been
listening to a developnent -- I'msorry -- the |lady over

there said their pipeline goes to the Trails of Beaver
Creek. And the Trails of Beaver Creek cones over to the
Meadows of Beaver Creek. Now, they want W ndstone to
come to the Meadows of Beaver Creek. Where is it al
going to go?

We have a reclamation area behind sone
of our homes. All of it is going to go there? None of
us know where all of this is going. And that is what |
am concerned about.

Thank you.

HEARI NG EXAM NER LAWRENCE: Thi s
gentl eman right here.

MR. O SUCH: MW nane is Peter O Such
My wife and | are new residents in Heron Bay.

We' ve had the pleasure of receiving

three bills so far from Artesian. And in addition to
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bei ng appal | ed by the surcharge of $75 dollars, we noted
t hat the connection charge, | believe, went up, since our
first bill from$12 dollars to $13.22. | don't know who
approved that, but | wasn't too happy about that.

One of the gentleman, who has since
departed, nmde a very good point concerning the type of
contract that, apparently, exist with Artesian. And that
is a cost plus percentage of cost.

In such a contract, there is absolutely
no attenpt to control cost because the nore you spend,
the nore you get when you have a fixed percentage rate or
general accounting expenses.

As a matter of fact, we may not be very
happy with the Federal Governnment, but that is the one
type of contract that is illegal in the Federal
Governnment. And | don't know how it is allowed to exi st
with sonething that effects honeowners.

And for what |'m hearing today, | had
hoped that the state officials who are supposed to
protect and uphold the rights of the citizens would be
nore forthcom ng as opposed to -- isn't that right, M.
Artesian? It's really kind of disappointnent.

And | sure hope that sonething conmes of

this nmeeting. And why do you schedul e neetings for
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people at six o' clock in the afternoon? How many people
woul d have been here if it had been a little later? But
apparently, that's not a concern

And what's the basis? Sonebody throws
darts, and they have a spinning wheel? How do they cone
up with this $23 dollar increase. Let's keep it alittle
under one hundred. They'll never know. [|'msorry. W
are a little smarter than that.

It's very discouraging to pay nore for
sewer wastewater than you do for your taxes. | really
can't believe that.

Wthin Heron Bay, there is supposed to
be 320 hones. At present, there are, | believe, 200
honmes. The third section is just going to be started.
And with some costs, in other words, Artesian put in "X
amount of dollars when they got the quote/unquote deal to
put in the infrastructure in Heron Bay and the
devel opnents. And it's a slow cost that was done in
Her on Bay seven-years-ago at |ater year's prices. But,
instead of anticipating a reduction that so many people
have spoken up as additional units come on line with very
little additional expense to the infrastructure that is
already in place, we find ourselves | ooking at a dramatic

i ncrease.
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| just cannot figure out how this could
possi bly be done and with a straight face. It is
unbel i evable. And |I hope that our elected officials and
our local governnment will do something about it instead
of just saying yes or yes sir.

Thank you very mnuch.

MR. KLUNK: My nane is Bill Klunk.
K-L-U-N-K. | reside for the |ast year in the Meadows of
Beaver Creek. | really have two things | would like to

put forward.

First, let's get back to the netered
approach. Is there a process in order that we can change
a flat rate billing to a netered billing? |Is there such

a device that is in place that can be considered by the
PSC to do this?

HEARI NG EXAM NER LAWRENCE: | don't know
t he answer to that question.

MR. KLUNK: Secondly --

UNI DENTI FI ED SPEAKER: Who woul d?

HEARI NG EXAM NER LAVWRENCE: |'m sure the
case managers have heard your comments, and they will go
t hrough the case and consi der everything you said here
t oni ght .

MR. KLUNK: The next point | would |ike
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to make, could you give us the website for us to E-mail
comments to you so that they can be entered into the
public record before any decision is nade?

HEARI NG EXAM NER LAWRENCE: I'"mgoing to
l et Vincent give you his E-mail address because it is not
an easy nane to spell

MR. KLUNK: One |ast comment.
Apparently, a nunber of people have attenpted to get
copies of the contracts or agreenents that are in force
bet ween the various devel opnents and Artesian and have
had little success. They have been told, basically, but
out .

VWhy can't these agreenents instead of
bei ng avail able for public record be put on line so
soneone with the conputer could access it w thout having
to go wherever they are kept?

HEARI NG EXAM NER LAWRENCE: Well, this
is a pending case. | understand your concern. | truly
do. But this is a pending case. | can't commt to, or |
don't possess those contracts.

And nunmber two, | can't commt when
there is a pending case between parties for themto
di scl ose docunents that there may be sonme confidenti al

informati on or something in them
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MR. O SUCH: Why doesn't it to have be
t he Sunshi ne | aw?

HEARI NG EXAM NER LAVWRENCE: There are
ot her renedies to you --

MR O SUCH Wiy is it top secret?

HEARI NG EXAM NER LAWRENCE: | can't
interfere with the pendi ng case.

Go ahead.

MS. BEVANS: MW nane is Christine
Bevans. |'mthe President of Beaver Creek Property
Owners Associ ati on.

First of all, if you want sonmething you
can do a Freedom of Information Act, FO A request. |'m
going to be doing that.

Al so, the Attorney Ceneral's Ofice is
represented down there. They also have an office for
consuner protection. Trust nme, | will be going for them
as wel | .

My last comrent is that, | know from
State of Maryland, which is where | amfrom they have an
ethics |aw, which, basically, says if something is
unet hical, even though it's on the books, the people who
are in charge |like the Attorney General's Ofice and the

public works people, they have to do what is ethically
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right versus what is in their law And | am asking the
Attorney General's O fice whether the State of Del aware
has an ethics | aw on the book.

M5. IORII: Ma' am it has an ethics
laws, but it has nothing to do with that. The ethics |aw
applies to people who are --

MS5. BEVANS: Well, basically, we were in
contracts. We were, basically, sucked into this contract
wi t hout know edge, wi thout --

M5. IORII: Ma'am that is sonething for
consuner protection. That is not what | do. That is not
what this Conm ssion does.

The Comm ssion is charged with
regulating utilities. Certainly, there's a consuner
protection aspect of it. It is not a consumer protection
aspect so that the Comm ssion could go after whoever
t hese devel opers are. | have no idea who these
devel opers are. You do. You have the information.

Sure. Go to consuner protection, and, perhaps, they can
hel p you.

| don't know what the issue is, but it
is not an ethics issue with respect to the Conm ssion.

MR. BEVANS: Well, the issue is,

basically, we went into a flat rate of $75 dollars, which
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i s above what is the norm anyway w thout even any type of
option of whether we are going into a flat rate or
whet her we are going into a fixed rate.

And now, we are, basically, being sucked
into the next mx of this of $98 dollars per nmonth --

MS. IORII: Let nme, please, explain one
t hi ng.

Basically, the Conmm ssion did approve a
$75 dollar per nonth rate. The Comm ssion only becane
responsi ble for wastewater utilities in 2005. The
Comm ssion did not have any jurisdiction before that.

When the utility came in in 2005, it
presented its case. The Comm ssion considered everything
that was presented to it and decided that $75 dollars per
nmonth was a fair rate. |['msorry. But that is what
happened then. There is nothing you can do. You cannot
go back and say, Well, they shouldn't have done that.

MS. BEVANS: What |'m saying, even for
today, as the ethics were back then --

M5. TORII: | wish you would stop using
the word ethics. It is confusing to people.

MS5. BEVANS: [It's our life that we are
l'iving.

Basically, as it was in the past, it is
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ri ght now, we were not notified of anything. W actually
had to find out through word of nouth. There wasn't
anything in any of Artesian's wastewater bills or any of
the water bills saying that there was any rate increase

or anything. That's not ethical.

M5. IORII: See, that's wong. That is
a msuse of the word ethical. You m ght not agree with
it. But it is not unethical.

They are required to publish notice of
their application in newspapers of general circulation in
the area of their rates.

MS. BEVANS: Well --

M5. IORII: Please let me finish., |If
| " mcorrect, you published in The Cape Gazzette, The Wave
and The News Journal. That's three newspapers.

Now, | understand many of you nay not
read the newspaper, but that is all the |aw requires.

That is all the law requires. |'msorry.

Now, M. Kline has intervened on behal f
of the Stonewater Creek Honmeowners Associ ation. However,
|"m sure that he will be in touch with all of you, with
representatives of the other communities represented
here.

He gets copies of, assum ng that there
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is nothing confidential, he will get copies of everything
that we send out, and he gets copies of everything that

t he conpany sends out. So, that includes the discovery,

t he responses to our discovery, and that includes our
responses to whatever they do.

So, | understand that you all are upset.
| don't want you to think that we don't hear you. W do.
But | think there is a m sunderstandi ng about the
process. And because of that m sunderstanding, it has
made a | ot of of people very angry.

I know that the Conmm ssion, nyself and
Andrea Maucher at the DPA's Ofice, will be happy to
speak with any of you, walk you through the process.

HEARI NG EXAM NER LAVWRENCE: Nanme, sir.

MR. O SUCH: Peter O Such, Junior,
agai n.

You may not be able to reverse the past,
but you surely can stop additional increases from nmaking
this evening a worse situation. Thank you.

M5. IORII: We will do what our
consultant is looking at it.

MR. O SUCH: You are giving nme warm
fuzzies.

MR. HEANEY: Robert Heaney.
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H E- A-N- E-Y.

Two questions. Did the Public Service
Conmi ssion do a 35 contract --

M5, ITORII: No.

MR. HEANEY: Second questi on.

What is the public ownership of that
corporation, and what is the executive ownership of that
corporation? Because if it is a 60/40, which | think it
is, or probably 40/60, by voting dividends in, they are
voting thenmsel ves a bonus. That's where the problemis.

HEARI NG EXAM NER LAWRENCE: Yes.

MS. WERNETH: Li nda Werneth.

|'ve heard so many people fromdifferent
communities say the same thing | felt. | had no idea
when | signed ny contract that | was going to be paying
$75 dollars a nonth for wastewater. | found out through
Henl open Landi ng because we were going buy there, and we
decided on Trails of Beaver Creek, and the guy at
Henl open Landing called ne and said, Are you aware you
are going to pay $75 dollars a nonth for wastewater? |
said, No. | had no idea.

So, when we went back and asked and said
we heard from Henl open Landi ng, not even our conmunity,

that we were going to pay $75 a nonth, | wonder if M.
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Spacht can answer this question, did you have a deal with
t he devel opers or buil ders or whoever because nobody knew
ahead of tinme that they were going to pay $75 dollars a
nmonth. WAs it a big secret that you told them don't
mention it?

MR. SPACHT: WM'am specifically, we
told the devel opers they should be inform ng whoever
their buyers are --

MR. WERNETH: Sal espeopl e.

MR. SPACHT: | can't answer what
sal espeople tell people and perspective buyers. | don't
speak for the devel opers. W arrange to put in
infrastructure. 1In your deed, there are also deed
restrictions that are in your respective deeds with
regard to water and wastewater. That is all through
di scussions with devel opers, and they are required to
di scl ose that to you. The fact that they do or don't --

MS. WERNETH: Not one of themdid from
any of these communities.

MR. SPACHT: | do understand.

Sal espeople trying to sell houses, and we tell them --

MS. WERNETH: Every devel opnent heard
t he sane thing.

MR. SPACHT: I'mtelling you, we don't
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have control over sal espeople. W can't tell them what
to tell you. We try to tell them what we think you
shoul d be told about wastewater.

MS. WERNETH: We're all custoners.

MR. SPACT: | cannot tell sal espeople
what to tell their customers.

MS. WERNETH: You don't have to tel
themor remnd themthat they're going to be paying $75
dol | ars.

MR. SPACHT: W have told themthey are

required to tell you who the provider is and what the

costs are. \What they tell you, we don't control. W are
not there at the sales table. 1 don't know what they are
telling. | can apologize for that. But | can't tel

what sal espeople tell perspective custoners.

W will talk to the devel opers. | have
heard it loud and clear. | have heard it plenty of tines
going forward. W can only tell themto stop telling
them things that are not true. It's just not true.

M5. WERNETH: | find it odd not one
communi ty knew ahead of tinme.

HEARI NG EXAM NER LAWRENCE: Sir, your
nane.

MR. TOPKA: Edward Topka. T-O P-K-A
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live in Meadows of Beaver Creek. | amoriginally from
Pittsburgh, Pennsyl vani a.

My coment is this. Wen is the |ast
time, or nmy question to you is, when is the last tine
that Artesian has had a rate increases?

MR. SPACHT: The conpany has never
requested an increase since it began its operations in
2005. These rates were the sane rates that were set in
2005.

The answer to your question is, we have
not asked for an increase since then.

MR. TOPKA: M reason for asking that
guestion, in Pittsburgh, Pennsylvania we pay based on
wat er usage. And ny sewer bill there was $24 dollars a
month. It is $75 dollars a nonth here.

Artesian custoner basis expands through
all of these comunities, why are they asking for such an
i ncrease, 31 percent, 31.6667 percent. | nean, it is $75
dollars. | was paying $24 doll ars.

| think it is outrageous that the
Comm ssion woul d even consider a rate increase by
Artesian at this point. | mean, they have, basically,
two ways of expanding, Quality or quantity. They can do

quality. Quality seenms to be there. And there seens to
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be no need for a rate increase on the part of Artesian.
They are maki ng a substantial profit. And | wonder what
the industry average is for a conpany |ike Artesian.
That has not been put forth.

| understand Artesian is a public
conpany has to nake a fair profit return for its
stockhol ders. It has to pay a dividends. | don't have a
problemwith a dividens. |It's their noney. Let them do
what they want with it.

But we are paying their rates. And
their rates are outrageous, to say the least. $75
dollars a nmonth. \Were | come fromwas $24 dollars a
nont h.

| think this Comm ssion really needs to
go back and |l ook at all of the comments nmade by everybody
in this room A lot of us, in the case of some of the
people, if you have not realized, a |lot of us have gray
hair. It nmeans we are retired, nost of us. W are on
fixed incomes. Rate increases of this sort just are
| udi crous. We are upset that the Comm ssion would
consi der such a rate increase.

HEARI NG EXAM NER LAVWRENCE: Any ot her
coment s?

UNI DENTI FI ED SPEAKER: What is the
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E-mail or website?

HEARI NG EXAM NER LAVWRENCE: E- mai |
address is PSC@t ate. de. us.

Yes, sir.

MR. TUCCI: Last name is Tucci.
T-U-C-C-I. First nane is Nick. | was going to shut ny
nmout h.

But upon hearing all of ny neighbors, |
just want to ask a coupl e of things.

Earlier in the discussion, there was
sonme tal k about Artesian's infrastructure. \Were | cone
from-- and | cone from Montgonmery County Maryland -- al
of these fees -- the cost associated with infrastructure
are borne to the honmeowners that buy fromthe devel opers
and cause inpact fees. The devel oper is not going to pay
it. You're going to pay it. W already paid for the
sewer |ine through the cost of our house.

These rates shoul d have nothing to do
with infrastructure cost. The rates should be purely
based on how nuch of sewerage they process. As nore
houses cone on, they'll get nore noney to process the
nore sewerage that is comng in. Oherwise, it should be
goi ng down.

We have lived there nine nonths. We' ve
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used 7,000 gallons of water in nine nmonths. $75 bucks a
nmonth. That's outrageous. And the only thing the
buil der told us when we bought, you really out to
consider an irrigation systemand a well because you wl|l
get killed on your water bill. | wish they also said
you're going to get killed on the sewer regardl ess of
what you pay. Thank you.
HEARI NG EXAM NER LAVWRENCE: Go ahead.
MR. BIRDSELL: My nane is

B-1-R-D-S-E-L-L.

Li ke everybody else here, | amretired
on a fixed incone. | only have one questi on.
As a case as inportant as this, | think

it should be required that all nenbers of the PSC shoul d
be at the neetings so everybody hears what our problens
and our concerns are.

Thank you.

HEARI NG EXAM NER LAWRENCE: Yes, nmm'am

M5. KARPMAN:. My name is Conni e Karpman,
K-A-R-P-M A-N, from Stonewater Creek.

Just very quickly. | want to revisit
what several other people said about the quality of the
wat er .

It is just so bad that | am at the point
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where | really want to just take nmy gl ass shower doors

and throw t hem away because nothing will get the water

stains off. [It's terrible. And half the tine water is
so cloudy you really don't want to drink it.

In any event, | think that is need to be
addr essed.

But the second thing is, sonme of the
t hings that we have been tal ki ng about here about people
on fixed incomes and the huge rates, | don't know about
the other devel opnents, but at Stonewater Creek, we are
seeing a turnover. People are noving out because they
can't afford to live here anynore. And we are trying to
grow our conmmunity. And you have a community made up of
alot -- our comunity is fixed incones. W have a | ot
of retirees, but we also have a | ot of young famlies
that are starting out. They live in a house for six
mont hs or a year and then they | eave because of the very
thing we are tal king about.

And Sussex County wants to grow and we
want to keep our community. It is not happeni ng because
of things like this. Thank you.

MR. KLINE: | heard a |lot of ny
nei ghbors, fellow conmunity nei ghbors.

One thing you learn in the airborne is
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be patient. 1In any event, | heard a |lot of you coment,
and you know a | ot of this stuff is very relevant.

The bottomline is, for all of us, and
for you folks at Artesian, nost of our communities are
not totally built out. Qur infrastructure has already
been put in. Now, | will say that again. OQur
infrastructure has al ready been put in.

Qur devel oper in our comunity built the
wast e punping station and put in forced waste lines. And
Brian, | read your report, your testinony was very good.

Now, what is happening is these
communi ties over the next three years are going to double
in size, and at the fixed rate of $75 dollars, your
bottom line, your incone is going to double to get a
30 percent increase over that. It is just a little bit
far out.

Also the fact that Artesian Resources of
whi ch Artesian wastewater is part of is m xing and
mat chi ng funds between different parts of the conpany.
And Artesian Wastewater clains in your testinony, M.

Val carenghi, in his testinony he was tal king about what
Artesian needs is ten percent return on equity.
Now, that is far above what the normal

return on equity is to any public utility trading. The
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return on equity for conpani es averages 6.52 percent.
And they are making an 8.52 percent return on equity.
And that's a fact.

So, to look for this increase is a
little far out. Actually, we should be getting a rate
reduction, not a rate increase.

Thank you.

HEARI NG EXAM NER LAVWRENCE: |'mgoing to
end with M. Kline. | want to thank everyone for
attending tonight. It was a very productive Public
Comment Session. It was well attended. And everybody
drive carefully.

(The Public Service Conmm ssion Public

Comment Sessi on was concl uded at, approximately, 8:15

p.m)
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CERTI FI CATE
STATE OF DELAVWARE

NEW CASTLE COUNTY:

I, Goria M D Anpre, a Registered
Prof essi onal Reporter, within and for the County and
State aforesaid, do hereby certify that the foregoing
Public Service Conm ssion Hearing, was taken before ne,
pursuant to notice, at the time and place indicated; that
the statenents of said parties was correctly recorded in
machi ne shorthand by nme and thereafter transcribed under
my supervision with conputer-aided transcription; that
the Public Service Comm ssion Hearing is a true record of
the statenments given by the parties; and that | am
nei ther of counsel nor kin to any party in said action,
nor interested in the outcone thereof.

W TNESS ny hand and official seal this
13th day of May A.D. 2013.

GLORIA M D AMORE
REG STERED PROFESSI ONAL REPORTER
CERTI FI CATI ON NO. 119-PS
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