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PRE-FILED REBUTTAL TESTIMONY
OF
MICHAEL HINES




-

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

24

Q. Please state your name and place of employment.

A. I am Mike Hines. I am an environmental engineer and, for the last thirteen years, have
designed, built and operated wastewater systems. My company, Southeast Environmental
Engineering, LLC, is responsible for the management of the East Tennessee wastewater systems
of Tennessee Wastewater Systems.

Q. Describe your education and ﬁaining.

A. Attached as Exhibit 1 to my testimony is a description of my education and experience in
the field of environmental engineering.

Q. Have you previously testified before the TRA?

A. I participated on behalf of Tennessee‘ Wastewater Systems in the TRA’s workshop on
decentralized wastewater systems held in December, 2004.

Q. What is the purpose of your testimony today?

A. The purpose of my testimony is. to support the proposed tariff changes of Tennessee
Wastewater Systems in Docket 06-00259 and to provide rebuttal to the testimony of Randall
Ussery and Lynn Hedrick.

Q. Please describe the tariff filing in Docket 06-00259.

A. On October 10, 2006, T;:nnessee Wastewater Systems filed an amended tariff to
reclassify overnight rental properties in eight developments, all located in Sevier County, from

the “residential” to “commercial” category so that TWS can correctly bill these properties under

our tariff.
Q. Please describe these overnight rental properties.
A. These are fully equipped cabins, ranging in size from one bedroom to twelve, with

accommodations to sleep from two adults to over fifty. With a few exceptions, these cabins are

commercial properties, used for overnight and weekly rentals. Since these are commercial

1593530 v -1
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properties, they should be charged commercial sewer rates just as they are charged commercial
rates for water and electric service.

Q. Are there some cabins on these properties that are not commercial ﬁropeﬁies‘?

A. Yes, there are a few that are residential and are not ayailable for overnight rental. These
proposed tariff changes will not apply to those units. Any cabin owner who notifies TWS that
the cabin is a residential property will continue to be billed at the residential rate.

Q. How are the overnight rental properties in these developments classified by other
utilities?

A. These properties are served by the Sevier County Electric System. Attached as Exhibit 2
to my testimony is a copy of the rates and policies of that utility. The policy states, “An
overnight rental unit, i.e., cabin, house or condominium, will be considered a ‘business” and will
be classified under [sic} commercial rate in accordance with the System’s ‘Commercial Deposit
Policy for Rental Units.”” As shown on the rate chart, the commercial rates for Sevier County
Electric System are significantly higher, both as to the customer charge and the energy charge,
than the residential rates. The commercial electric rates, just like thé commercial sewer tariff of
TWS, are structured in rate blocks in recognition of the fact that, unlike residential usage,
commercial usage can vary widely and commercial customers should be billed according to
usage, rather than on a flat rate.

Q. What about the water bills for these properties?

A. Water service is provided by the City of Pigeon Forge Utility Department. They also
classify rental cabins as commercial properties. As shown on their rate schedule, attached as
Exhibit 3 to my testimony, commercial customers such as “cabins, rental, market, church, bank,
and office” properties pay a connection fee of $100 for water service, while residential properties

pay a connection fee of $25 or $50, depending upon the customer’s location.

1593539 v| 2.
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Q. How are these cabin rental properties treated for tax purposes?

Al Although I am not an attorney or an accountant, it is my understanding that all of these
overnight rental cabins must register as a business and pay the Tennessee business tax and that
they are also required to collect and remit sales tax on rental income. Attached as Exhibit 4 to
my testimony is a notice from the Tennessece Department of Revenue, dated July, 2001,
explaining that the overnight rental of vacation lodgings constitutes a business and that either the
owner or the property manager must register and pay both the business tax and sales tax to the
state.

Finally, I would assume that the owners of these commercial cabins must report their
rental income on their federal income taxes but can deduct all their operating costs including
their utility bills, as business expenses.

Q. Why is that relevant?

Al Each of these cabin owners is running a commercial enterprise. These are not
“residences” in any sense of the term. Under state law, under federal law, and in the view of
other utilities, these are commercial properties and ought to be charged commercial sewer rates.
Q. Why does TWS have separate rates for residential and commercial customers?

A, Like every other utility, TWS recognizes that commercial usage and residential usage are
different. The TRA recognizes this difference every time the agency approves a tariff containing
separate classifications for residential and commercial customers. First, as I have stated earlier,
residential usage is generally regular, predictable and, as a result, often flat rated. Commercial
usage, on the other hand, can vary widely and therefore has different rates, depending upon
usage. Second, residential systems require less maintenance than commercial customers. In my
experience from managing the sewer systems which serve these overnight rental cabins, these

resort properties operate in a completely different manner than residential. Most of the cabins

1593539 v _3.
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have sleeping facilities often signiﬁcently in excess of the bedroom capacity of the unit. Guests
often flush foreign materials into the interceptor tank at the cabin that results in significantly
increased service calls and maintenance expense to the utility. Under the commercial rate
structure, TWS can also require cabin owners to pay for capital costs to upgrade the sewer
systems if they are exceeding their capacity. Finally, charging more to commercial customers
allows us to maintain cheaper rates for “real” residential users and promotes universal service.

Q. Why were these developments initially classified on residential properties?

A. As Mr. Pickney explained in his direct testimony, that was a mistake on our part. We
thought that these resort cabins would be similar to residential houses. Experience has shown
that we were wrong. We did not anticipate these log cabin “hotels” sleeping 30, 40 and 50
people, nor did we anticipate the difference in usage between a home owner, who has an
incentive to maintain his system and use it properly, and a transient tenant who has no such
incentive and will sometimes abuse the system.

Q. Based on your experience, does TWS now charge commercial rates to rental cabins in
other similar developments? |

A. Yes. At this time, TWS is curfently charging or is authorized to charge commercial rates
to overnight rental cabins in ten developments. In each case, the commercial rates were
approved by the TRA. They are: Brigadoon #05-00241, Elk Springs #05-00211, German Creek
#05-00138, Happy Creek #06»00104, Legacy Mountain East #03-00329, Legacy Preserve #03-
00329, Settlers Ridge #06-00081, Sugar Loaf Ridge #06-00022, Summit View #06-00078, and
The Villages at Norris #06-00277. Some of these systems are still under construction but the
rates have been filed and approved. The properties in these developments are, or will be,
substantially similar to the properties in the eight developments which are the subject of this

proceeding.

1593539 v] 4.
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Q. Do you know whether other TRA-certitied sewer utilities classify overnight rental cabins
as commercfal properties?

A. Yes. It is my understanding that Integrated Resource Management, Inc., another sewer
utility regulated by the TRA, also classifies overnight rental cabins as commercial properties.

Q. Do you know whether the TRA has recently ruled on whether this classification is
appropriate?

A. Yes. Attached as Exhibit 5 to my testimony is a transcript from the TRA agenda
conference on June 25, 2007. In Docket 07-00090, the TRA Directors granted a certificate to
IRM, Inc. to serve “The Landing at Bird’s Creek Subdivision™ in Sevier County. Mr. Jeffrey
Cox of IRM explained in response to a question from Director Roberson that full time residents
in the development would be charged a residential rate but that if the property is a “rental cabin,”
the owner will be charged a commercial rate “due to the transient nature and the management of
those types of systems.” The Authority then approved the application and proposed tariff by a
two-to-one vote. Director Robersqn and Chatrman Kyle voted yes. Director Jones dissented.

Q. In his dissent, Director Jones said, "It seems to me that they [part-time tenants] would use
less system resources [than full-time residents] and not more." Would you please respond tol that
point.

A Director Jones is right if we are talking about average usage over the period of a year. A
property housing full-time residents will use more water and generate more sewage over a year
than overnight tenants who rent the same property on a weekend or seasonal basis during the
same period of time. Director Jones is‘wrong, however, in concluding that the size of the system
is based on average usage. The size of the system is determined by its anticipated peak usage,
not average usage, and we have learned from experience that the peak usage élssociated with

these overnight rental properties far exceeds the peak usage for residential properties. We are

1593539 vl -5-
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now designing our systems to take this difference into account. For our existing systems, as
explained in Mr. Pickney’s direct testimony, the impact of these high volume cabin "hotels" is
becoming a matter of concern. Qur commercial tariff recognizes that some large users may force
us to expand our systems to accommodate the customers' peak usage. In that situation, the tariff
allows us to require a commercial property owner to pay for the capital costs of upgrading our
system if the customer's anticipated usage exceeds the system's existing capacity. The provision
in the tariff insures that these capital costs will be paid by the large commercial users and not
imposed on other customers. There is no similar provision in the residential tariff. This is
another reason why it is important to move these customers to the commercial tariff.

Q. Mr, Hedrick testified that the resort cabins in Smoky Cove are “typical of residences built
in this area” and are “undoubtedly residential in nature.” Do you agree?

A. No. The information submitted in response to our discovery requests shows that these
rental properties are designed to sleep from four to twenty-eight adults. Most are designed to
sleep ten to twelve adults. A house that size is not a “typical residence,” nor is the transient use
of the properties “residential in nature.”

Q. He states that your commercial rate would cause owners to pay “close to $300 a month.”
Is that true?

A. I don’t know which properties he is describing but a bill that large would mean that the
property is using between 1,001 and 2,000 gallons of water per day which is substantially in
excess of the expected design flow. That commercial user ought to be paying a higher rate and
not that flat rate charged to residential customers.

Q. He also states that had he known these properties might have to pay commercial sewer
rates, he would have considered using septic tanks. Would that have been a practical option for

this development?
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105845-001 6/27/2007



145

146

147

148

149

150

151

152

153

154

155

166

157

158

159

160

A. No. Based on the Sevier County Environmental Health Department Regulations and the
Pigeon Forge Planning Commission Regulations, Mr. Hedrick would not have been able to
develop near as many lots as he is able to do with the approved public utility sewerage system.

Q. Mr. Ussery testified that TWS has always known that the cabins in Sfarr Crest Resort
would be used as rental properties. Is that correct?

A. Yes. As I explained, we initially believed that these transient customers would have the
same usage patterns and characteristics as residential customers. Experience has shown that is
not the case.

Q. Mr. Ussery believes that it would not be fair to reclassify these properties as commercial.
Do you agree?

A It is unfortunate that we did not properly classify these properties as commercial in the
beginning. Now we know better. What would be unfair is to continue subsidizing these
commercial properties by charging them a residential rate while requiring other, similarly
situated owners of rental cabins to pay commercial rates.

Q. Does that conclude your testimony?

A, Yes.

1593539 vi -7
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Education:

Experience:

Michael Hines, M.S., P.E.
Founding Principal
Southeast Environmental Engineering, LLC

BS Engineering, Southern Illinois University
MS Environmental Health Engineering, University of Kansas

14 years with the [llinois Department of Public Health with four years as a stream
pollution control engineer, six years as manager of all environmental health programs
in a 16 county regional office, and four years managing all environmental health
programs statewide through eight regional offices.

14 years with the Tennessee Valley Authority managing corporate environmental
compliance programs.

13 years as a private consulting engineer designing, building, and operating
wastewater systems. Under contract, provide management of Tennessee Wastewater
Systems, Inc. operations in east Tennessee. Provided testimony to TRA Waste Water
Forum regarding decentralized systems held in December 2004,
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SEVIER COUNTY ELECTRIC SYSTEM

September 1, 2008

DIRECTVE HO. 3 - SUPPLEMENT NO. _ 8

TO: ALL SEVIER COUNTY ELECTRIC SYSTEM CUSTOMERS
SUBJECT: CUSTOMER DEPOSITS

k. ES ifhl:
A. Propery Owners:  580.00 - $100.00 i
8.  Renters; $250.60

i COMRERGCIAL -

The sacurity deposit for any commercial account shail be for a sum equal to two (2) times the
highiest bill during the preceding twelva (12) months for the eimilar pravious custemer, | figures are
not availabla from previous custorner, an estimste based an similar astablishment, or size of clactrical
sarvica, may be made,

An overnight rental unit, L.e., cabin. house aroondominium, will be ccnéidered "a business” and
will be classified under commargial rate in ascondance with the System's “Commercial Deposit Policy
for Rental Units®. A $100 deposit will be chargad far each unit. :

I the required depusit or deposits are $200 or more, they may be irensacted through the
custorner's bank by cerifficate of daposit, Istter of cradit or by surety bond.

. All deposits, letters of credit, cortificates of deposit and surety bonds wil reman in place until
sevice is discontinued and will be releassd only after all final bills am satisfied.

SEVIER COUNTY ELECTRIC SYSTEM

HNewe Lo o]

Howard fumell
Superintsindent

This supersedes Diractive No. 3, Supplement No. 7, dated October 1, 2004.
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SEVIER COUNTY ELECTRIC BYSTEMN
ELECTRIC RATES

Eifoctiys Dage:  April 1, 2008

i AL RATE - SCHEOULE BS
Baae Chaves
CISHUIMIEE CHETTE 1uueeeenemverssssnisinssbsrest1ostseasm s earsnen b s {558 semis bbb b bar s Rt 08010 $8.50
ERergy CHENGE PoT KUV oo enissss s rmseress st s s s it st 7.076

COMMEROIAL RATE «SCHEDULE GSA
Bage Chames

1. Demand { jo 50 ¥W for customer with or without contract demand;

Customer CHEMIS ..o ssesmsmmmssssseararssases Sy - $12.83

Energy Charge D to 15.000 kWh per KW . ceens Veanetrrssrase romeien bt Tt rearensre B.084
2. Demand 50 kW to 1,000 kW or demand lass than 50 KW but &b

more than 15,000 KWin

Customer Chards . - et eereseaeeraesntern e satmnenssrmsassesreres SADE0

ngm‘ Chetge in doliars par KWW of demantd:

First 50 kW of billing demand par MOmth ..o s Na Charga

Over 50 kW of billing demand par Mot e et s e sriners %1208

Ensray Chergg par kivh:

First 15,000 KYUh BEF MIOMBawsrireersecsesarmaresssoseessemssospassssss st srerasasiasssssasisis o eneenss 8064

Additionzal KAh par month...oen . voevmrrensnsmransenesss stvssornens OIS

3. Demand greatsr than 1,000 KW:

Customer Chamge......... peresmerameenesoees eeeeteeeseetbessareseEstieeRearaanseraesesenmsiaae s ata esbans $50.00
Dismend Chapre & dollars par KW of demand:

First 1,000 kWY of billing demand par menth . ssnuninnses oo 818,18
plemt 1,500 kW oF billing damans per IROTHN .. e smerns e et s e s caeeee $13.31
Qver 2,500 kW of demand per month oo e esee e ese et e erensneaees e 1271

Plus an addiional $13.71 per kW per month for gach kW, it any, of
tha amount by which the customer-s billing demend exceeds the
higher of 2,600 kW or iis cantract demand.

Energy charge per ik Ferebntataesrissaevere T earatre i tr R PSR T ROR TS ppA e e reeE 4084



g AC SCEY will supply, st snd main-
@B&um@ﬁmﬁuﬁéﬁ%mﬁaﬁmagggeﬁ%%
exzayy to tha qustemar Enanggﬁgmgaﬁggmﬁga
Efﬂﬁﬁswﬂﬁg&gmuge@r SCES ehndl, at the
%%%E&&ﬁaﬁ%ﬁg?%ﬂﬁu%
gﬁﬁisﬁ?%&aumﬁaﬁmﬁ. incfuding epyropriste
averhesd, prior o the woek belog dons,

33, HILLING FFRIGDS. ?%gﬂmﬁggﬁgﬂ
ﬁm&%%ggogamgﬁamug%%%%&&aﬁ
g&??%%?@ﬁ%&ﬁﬁéﬁﬁuﬁ?&%@%&
gﬂﬁ%ﬁ&u?n&&%ﬁ&&qﬁ%?&ﬁ%%n
Eﬁg.ﬁaﬁggéﬁg&gagﬁegﬁﬁﬁmﬁé
clizrgs will be the kwh's used.

24, E.Q&&s&%&?ﬁﬁ%ﬁwapaam%%?
ggggﬁmﬁm@&ﬁﬁmﬂﬁ%%ﬁaﬁgé
whather the service {8 hased uprn confract, sgreement, dlgried eppilcetion or herwine,
>83_%§§auw.sm§§wnn§‘%mhmm.m Schedule of Rates snd Chirpes,
ahll e gt opan to fnspestion ot the office of SCES.

25, REVISON. gmﬁ&%m&&&ﬁsaéﬁ%%
eﬂfﬁﬁaq&nﬁaméﬁagmﬁsgﬂgﬁgg_gng
sgmﬁnmﬁggﬁﬁgwaﬁﬁmﬁgmﬁmﬁmg_&ag

36, CONPLICT. In cosa af contlict briweea oy provision of egy Achedula of
mﬁ&ﬁangmﬁmﬂﬁm&gﬁcmggﬁ@&:ﬁ._ﬁﬁgﬁg
end Charges ainll apply,

27, SHORTAGE OF BLECTRICITY, o tho cvent of o emergeucy oF
%ﬂ&mﬁ%n&%?mﬁﬁﬁé%&&n@mﬁmnﬁagﬁ
gﬁﬁ&ﬁ%ﬁﬁ%%ﬁéﬁ&ﬁﬁ%&%ﬁp&ﬂ&%&
mnmm.mxﬁauﬁﬁ&.aﬁaﬁaaﬁﬁﬂuma?%mnﬁ&%ﬁ&a

ceovisiam of e Bectlons extitiod ltearuptice of Servioe of thia Schedule of Rules pred
Regulations, tem No. 15, are applicable to any auzch allacation or revieiction.

 SEVIER COUNTY

] ALECTRIC SYSTEM.
SR » Tha pewer buohind our qammunity

RULES AND REGULATIONS

1. APFLICATION FOR BERVICE, Each prospoctiva customer desinng glectric
service will be required to sign BCES's aendssd application for secvice contract, [t &
deposit of seoeplable gusractor's agrosmernt and pay e pEvite conneclion charge,
Service will pot ba supplied by SCES to any gpplicant () wio ig then indebled to 8CES
or (B) wiin, Bﬁnnﬂ%gﬁgwn%am&nuemﬂnﬁ%mwgﬁnﬁaﬁég
iz indabted to SCES or (C) who was an edult member of the houseliold of o former
ggﬁ%ﬁa%%é%ﬁﬂn%%ﬁm&rﬂw%oﬁa%ﬁa
cugtomer oF allterwise shared coatractual Hability for e indshiednsss incusred, except
upan payment of guch indsbledness.

kN mﬁ%ﬁ_ggﬁn%& to post & deposit for service,
& Besideria); 350,00-8250.00

B, Overnight Rental: $100.00

€. Commercial Two times the highest manthly bill ($200,00 sinimum)

3. POINTS OF DELIVERY, Ths point of delivery s the point, ua designted
by SCHE, on customer’s premises where electric pawer is 10 be daliversd. All wiring snd
equipmen: beyond this poiat of delivery shall e provided sud maintalned by custamer 6t
1o expenpy or responsibitity of SCES.

Paint of delivery ie further dafined ax thet point where obligation ends for
SCES to fumish and instsll conductor, end where abligntion begins for custormer fo
funizh end instal] conductor.

4 C g G 5. All electrical wiring of cusiomer

it comply 1o standarda set forth by the Nafional Electrial Code, the State of Tennicsacs

Divizlon of Fire Prevention, or by lecal city or cousty coden. The Nstionol Code is
ampersaded by more stringent einta pod loeal codes, but in plf cases i the mintmum
acceptobis stendacd,

All meter Tocatinns, for both ynderground and overhend services, must b approved
by 8 representative of 3CES.

5, INSPECTIONS. SCES wil instail dlectric servica only afier sisficlory

TR ..%ggg.ﬁmégﬁnﬁwﬁg representative of the Division of Firc

Preventlim, Depertment of Ingurence, State of Tennesses, Application for such elecirical
inspections may b medz & {he offce of SCES, Customer Service Depantment, 315 Fast
Main Street, Sevierville, Temesses. However, such {nspections or failure to inspect or
H?_%&E_%mnmwﬁznsagﬁznmﬁ oy loss iocurrad or fom property
demnges sesultiog from defents in the instalistion, wising, o7 applimses, or from violation
of SCES or cther governmens! rules, o fom seoidents which mey ocenr upon
custorner’s prerises,

H:i.‘BE 60 LEBRE SZ MNL

£9219966 D1 SESPBEPSIR

... BB d
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JUN. 25, 2687

S:a1AkH CITY OF PIGEOM FORGE NO.993
COMMERCIAL CONNECTION FEES
cabing, retail, market, church, bank, office 100.00
car wash, grocery, amusements, fest food 500.00
motels, condos 3,000.00
restaurants 1,000.00

"The above fees are based on the fallowing averages,
with & minimum payment being $100.00;

Water Wator/Sewer 2 Manths
Cabins 18.25 3B.49 76.98
Motels 1.526.81 3,089.62 8,119.24
Restauranis 513.18 1,026.35 2,052.72
Fast Food 174.63 348,28 £08.62
Ratail 13,54 27.08 54.16
Amusament 219.18 438.36 B76.72
Market/Gas 69.30 138.78 277.56
Gracery Stora 182,08 384.18 768.36
Car Wash 387.37 774.73 1,648.46
Bank/Office 2082 41.84 83.68

RESIDENTIAL COMNECTION FEES
Ingide Cify Limits:

Water 256.00
Sewer 25.00
Water & Sewer 50.00

Outsida City Limits:
Water 50.00

P22
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Tennessee Depariment of Revenue

WAV W. TENNESSRe, QoY / revaenuea

Business Tax on Short-term Rental of Vacation Lodging BEEICR-8
Including Cabins, Cottages and Chalets

The law applying to the short-term rental
of vacation lodgings (including but not
limited to cabins, cottages, and chalets)
has changed. Pursuant to Public Chapter
224, effective May 15, 2001, individual
property owners are no longer required
to register and remit business tax on the
ovemight rental of vacation lodgings if
they ultlize a property management
company to manage the property. The
law change provides that the
management companies are responsible
for the business tax levied on the total
gross proceeds from these types of
rentals, This notice replaces the notice
issued August 1999,

The Tennessee Code Annotated has been
amended to include the following:

“Business” does not include an
individual property owner whe utilizes a
property management company to
manage a vacation lodging for overnight
rentals; provided, however, that
“business” shall include any other
activity of such individual property
owner that is subject to any tax levied by
this part.

A property management company shall
owe business tax based on its gross
proceeds from overnight rentals and

gross proceeds from any other source
subject to the business tax levied by this
part. .

Tenn. Code Ann. Sections 67-4-
702{a}(1) and 67-4-730. Tenn. Code
Ann. Section 67-4-702(a) has also been
amended to include the definition of
several terms including “individual
property owner,” “overnight rentals,”
“property management company,” and
“vacation lodging.” The complete text
of Public Chapter 224 is on the next
page of this notice.

Property management companies must
collect sales tax from the consumer as

provided in Tenn. Code Ann. Sections
67-6-501 and 67-6-502.

Individual property owners who do
not utilize a property management
company to manage their properties
are responsible for registering and
remitting the business tax and sales
tax.

Have questions or comments? Please let
us know. Coniaet us,

Publication Date: July 2001
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Ezcerpt of Transcript of Authority Conference June 15, 2007 Tennesses Regulatory Authority - Pocket He, 07-0007%

Page 1 [
BEFORE THE TENNESSEE REGULATORY AUTHORITY
EXCERPT OF
TRANSCRIPT QF AUTHORITY CONFERENCE
Monday, June 25, 2007 :
TRA Docket No. 07-00090 i
APPEARANCES:
For IRM Utility: Mr. Jamie R. Hollin %
TRA Docket Manager: Ms. Sharla Dillon §
|
Reported By:

Patricia W. Smith, RPR, CCR
|
Patricia W. Smith, RPR, CCR 615-315-0873 (Direct #) Nashville Court Reporters

27b85d1d-0777-4998-9177-404b7cdfa7d0



Excerpt of Transcript of Authority Conference Juna 25, 2007 Tennessee Hegulatory Authority - Dochet Ho. 07-00075

Page 2 §
1 (The aforementioned Authority
2 Conference came on to be heard on Monday, June 25,
3 2007, beginning at approximately 1:00 p.m., before
4 Chairman Sara Kyle, Director Eddie Roberson,
5 Director Pat Miller, and Director Ron Jones. The g
6 following is an excerpt of the proceedings which were %
7 had, to-wit:) %
8 %
9 MS. DILLON: Next we have Docket %
10 No. 07-00090, IRM Utility, Inc., a/k/a Integrated %
11 Resource Management Utility, Inc. Petition of %
12 Integrated Resource Management, Inc., to amend its CCN |
13 to serve an area in Sevier County, Tennessee, known as
14 The Landing at Bird's Creek Subdivision, hear and
13 consider petition.
16 CHAIRMAN KYLE: Thank you. That was
17 scheduled next on our agenda, so we're going to at this
18 time call the hearing in this docket. And to
13 streamline our transcript, the hearing will begin in %
20 Docket 07-00090. It is called to order regarding the %
21 petition of IRM, Inc., to amend its certificate of
22 public convenience and necessity to serve an area in
23 Sevier County, Tennessee, known as The Landing at
24 Bird's Creek Subdivision.
23 This matter was duly noticed on
Patricia W. Smith, RPR, CCR  615-315-0873 (Direct #)  Nashville Court Reporters
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1 June 13th, 2007. I see the parties have come forward.

2 Will you identify yourself for the record? %

3 MR. HOLLIN: Madame Chair, Directors, ;

4 Jamie Hollin with the Farris Mathews law firm.

5 MR. COX: And I'm Jeffrey Cox,

6 president of IRM Utility.

! CHAIRMAN KYLE: And you will be

8 testifying today, Mr. Cox; is that correct?

¢ MR. COX: Yes, ma'am.

10 CHAIRMAN KYLE: Thank you very much.

1 Let me swear the witness in.

12 (Witness sworn.)

13 CHAIRMAN KYLE: Thank you so much.

14 Counsel, do you want to proceed?

15 MR. HOLLIN: Yes, ma'am. j
17 JEFFREY W, COX, SR., g
18 was called as a witness, and having been duly sworn,

19 was examined and testified as follows: j
20 |
2l EXAMINATION %
22 BY MR. HOLLIN: §
23 Q. Mr. Cox, would you please state your name %
24 again, your title, and vyour business address for the %
23 record. g
Patricia W. Smith, RPR, CCR 615-315-0873 (Direct #)  Nashville Court Reporters
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1 A. Yes. Jeffrey Cox, president of IRM |
2 Utility. We're located at 3444 St. Andrews Drive, and §
3 that's in White Pine, Tennessee. é
4 Q. Did you assist in the preparation of the ;
3 petition filed in this docket, and are you familiar %
& with its contents? é
! A. Yes. %
8 Q. Did you submit prefiled testimony as an é
9 exhibit to the petition? é
10 A, Yes. %
11 Q. Would you please summarize the petition for §
12 the benefit of the panel.

13 A. It will be a wastewater system that's

14 similar to what we've been doing in the past. And it

15 will service 19 rental cabins. I
16 Q. Are there any changes you would like to ;
17 -make to that testimony? H

18 A. No, sir.

12 Q. Does IRM have the managerial, technical,

20 and financial ability to sexrve the proposed service §

21 area? %

22 A, Yes, sir. %

23 Q. Is there any further information you would

24 like to submit to the panel prior to their

25 consideration of the petition?

Patricia W. Smith, RPR, CCR 615-315-0873 (Direct 4)  Nashville Court Reporters
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1 A. No, sir. %
2 MR. HOLLIN: No more gquestions, Madame %
3 Chair. %
4 CHAIRMAN KYLE: Do you want to move %
5 the filings into the record? %
6 MR. HOLLIN: I would so move.
7 CHAIRMAN KYLE: Without any objection,
8 we will put into the record the testimony and
2 application and any documents you have submitted with :
10 the application. g
11 Thank you very much. %
12 Do my fellow directors have any g
13 guestions? ;
1 DIRECTOR ROBERSON: I have one.
19 Will the rate that -- these are rental
16 units; is that correct?
17 THE WITNESS: Yes, sir.
18 DIRECTOR ROBERSON: Will they be _
19 charged a residential rate?
20 THE WITNESS: They will be marked on %
21 their tariff as the commercial rate, and it will be a %
22 combined rate. §
23 On our —-—- on our application to serve, §
24 there's a section there for them to check-mark whether §
23 they're full-time residents. Some folks buy these as %
P;;ii;;a w; Smith, EPR, CCR 615-315-0873 (Direct #) NasﬂZZIIQMEZQ;ZM;;;;;;;;;
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full-time residents. They will be charged the
residential rate.

If they would check the box that it is
a rental cabin, then due to the transient nature and
the management of those types of systems they will
apply then to a commercial rate.

DIRECTOR ROBERSON: Thank you.

CHAIRMAN KYLE: Because this is a
public hearing, I will ask if there are any members of
the public who would like to make a comment at this
time.

(No audible response.)

CHAIRMAN KYLE: Let the record show
that no one has come forward and that no interventions
have been filed in this docket.

Fellow Commissioners, are we ready to
deliberate? Do we have a motion?

DIRECTOR ROBERSON: I do. Based on
the administrative record and the testimony given
today, I find that the petitioner has met the
requirements of TCA Code Annotated 65-4-201 and
Authority Rule 1220-4-13.04 by demonstrating that it
has sufficient managerial, financial, and technical
expertise to operate the wastewater system in the

requested area.
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I further find that the requested
rates are identical to those previously approved by the
Authority. Therefore, I move that we take
administrative notice of the company's 2006 annual
report and approve the petition.

CHAIRMAN KYLE: Second.

DIRECTOR JONES: I also would vote
yes.

I would like to offer a friendly
amendment, that we also take administrative notice of
the Secretary of State's website posting indicating
that the company is still legally operating in the
state of Tennessee.

And I would also like to vote yes on
the part of your tariff with respect to the residential
rate for the full-time tenants in the rental units, but
no on the part for the part-time tenants and the

commercial rate. It seems to me that they would use

less system resources and not more.
Thank you. %
(End of excerpt of ;

proceedings.) i
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REPORTER'S CERTIFICATE
STATE OF TENNESSEE )
COUNTY OF DAVIDSON )

I, Patricia W. Smith, Registered
Professional Reporter, with offices in Nashville,
Tennessee, hereby certify that I reported the foregoing
proceedings at the time and place set forth in the
caption thereof; that the proceedings were
stenographically reported by me; and that the foregoing
proceedings constitute a true and correct transcript of
sald proceedings to the best of my ability.

I FURTHER CERTIFY that I am not
related to any of the parties named herein, nor their
counsel, and have no interest, financial or otherwise,
in the outcome or events of this action.

IN WITNESS WHEREOF, I have hereunto
affixed my official signature and seal of office this

26th day of June, 2007.

PATRICIA W. SMITH, REGISTERED
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