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Lynwood Utilities Corp. TRA Docket #09-00034 Schedule 1
Revenue Deficiency
For 12 Months Ending December 31, 2008

line Consumer Advocate
No. Settlement Company F/ Difference

(Maintenance Expenses)

1 Rate Base $485,313 &~ $1,028,956 A/ {$543,643)
2  Operating Income at Present Rates {$6,398) B/ ($85,880) B  $79,482
3 Earned Rate of Return «1.32% -8.35% 7.03%
4  Fair Rate of Return 7.50% c/ 8.00% -0.50%
5 Required Operating Income $36,398 $82,316 ($45,918)
6 Operating Income Deficiency $42,797 $168,197 {$125,400)
7 Gross Revenue Conversion Factor 0.207 0.907 0
8 Revenue Deficiency (Surplus) $47,185 $185,443 ($138,258)

Af chedule 3, Line 2
B/ Schedule 4, Line 18
C/ Schedule 7, Line 5

LUC Consumer Advocate Rate Analysis 2000.2
HACAPD\CAWater and-or Sewer\09-00034 Lynwood\Dave's Workpapers\LUC Consumer Advocate Rate Analysis 2009.2
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LUC Consumer Advocate Rate Analysis 2009.2

Lynwood Utilities Corp. TRA Docket #09-00034
Comparison of Rate Making Components’
Company vs. Consumer Advocate
For 12 Months Ending December 31, 2008

Sewer Revenue - Usage Based
Tap Fees

Penalty Fees

Inspection Fees

Total Revenues

Purchased Wastewater
Sludge Removal

Purchased Power

Chemicais

Materials & Supplies
Engineering Inspections
Testing

Repairs & Maintenance
Operations Management
Biiling and Collection Fees
Bad Debt Expenses
Accounting and Bookkeeping
Tax Accounting

Accounting - Other

Legal

Management

Rent

Insurance

Other Misc. Expenses

Taxes Other Than income Taxes
Regulatory Expenses
Depreciation & Amortization, Net
Total Operating Expense

Net Operating Income ("NOI™}

Rate Base
Plant in Service
Deferred Debits and Deposits
Cash Working Capitat

Total

Less Deductions:
Accumulated Depreciation
Contributions In Aid of Construction

Tofal Deductions

Rate Base {line 38- Line 44}

Company ) Consumer
2008 ADJUSTMENTS Advocate
Actual
$521,805 A $0 $521,605
$17.500 er ($45,500) o $63,000

$8,163 o/ $0 $8,163
$1,000 E/ $0 $0
$548,268 {$45,500) $592,768
$2,551 F/ $0 $2,551
$34,617 of $3,147 $31,470
$62,794 $10,466 I $52,328
342,450 %0 $42,450
$20,502 W $0 $20,502
$2701 v $0 $2,701
$31,488 w $0 $31,488
$89,030 w $0 $89,030
$28,800 o $0 $28,800
$44,965 pr $0 $44,966
$10,334 « $0 $10,334
$16,635 R $0 $16,635
$2,850 s/ $0 $2,850
$13,049 T/ $0 $13,049
$8,899 u/ $0 $8,899
$16,000 v $0 $16,000
$10,344 ww $0 $10,344
$18,699 x $0 $18,699
$1,620 v/ $0 $1,629
$20,716 z {$845) $21,561
$33,524 aw $8,371 Bm/ $25,153
$121,569 co/ $13,842 Doy $107,727

$ 634,147 $ 34,981 $ 599,166

§ (85,879) $ (80,481) $ (6,398)

$3,122,341 eer $ 191,089 Fr 2,931,252
143,618 oo/ - 143,618

52,574 HH/ 12,729 w 39,845

$3,318,533 $ 203,318 $ 3,114,715
1,602,052 o/ (38,248) Kk 1,640,300
687,524 LU (301,578) mmy 989,102
2,289,576 {339,826) 2,629,402
1,028,957 543,644 485,313

HACAPDICAW ater and-or Sewer08-00034 Lynwood\Dave's Workpapers\LUC Consurner Advocate Rate Analysis 2009.2

Schedule 2



Lynwood Utilities Corp. TRA Docket #09-00034 Schedule 3
Comparative Rate Base
For 12 Months Ending December 31, 2008

Line Consumer
No. Advocate Company Difference

1 Utility Plant in Service $3,122,341 B/ ($191,089)

2 Deferred Debits and Deposits $143,618 ¢/ $143,618 cf $0
3 Cash Working Capital $39,845 D $52,574 E  {$12,729)
4 Total Additions $3,114,715 $3,318,533 ($203,818)

5 Accumulated Depreciation $1,602,052 & $38,248

6 Contributions In Aid of Construction $989,102 H/ $687,524 v $301,578
7 Total Deductions $2,629,402 $2,2898 576 $339,826
8 Rate Base $485,313 $1,028,956 ($543,643)
A/ 2006 Rate Case-Rate Base "l6-'Utility Plant In Service'tF31
B/ 2009 Rate Case-Rate Base'lF6

LUC Consumer Advocate Rate Analysis 2009.2
HACAPIACA\Water and-or Sewer\09-00034 Lynwood\Dave's Workpapers\LUC Consumer Advocate Rate Analysis 2009.2
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Lynwood Utilities Corp. TRA Docket #09-00034
Income Statement at Current Rates
For 12 Months Ending December 31, 2008

Water Service Revenues (Inc. Tap Fees)
Penalties/Late Fees
Forfeited Discounts
AFUDC
Total Revenue

Other Operating and Maintenance
Depreciation and Amort. Exp.
Taxes Other Than income

Total Operating Expense

Net Cperating Income for Return

Schedule 12, Line 4
Company Schedule B, p.1
Schedule 7, Line 21
Schedule 2, Line 33
Schedule 2, Line 31

LUC Consumer Advocate Rate Analysis 2009.2
HACAPD\CA\Water and-or Sewen\08-00034 Lynwood\Dave's Workpapers\LUC Consumer Advocate Rate Analysis 2009.2

Schedule 4
Consumer

Advocate Company Difference
$584,605 &7  $540,105 $44,500
$8,163 B/ $8,163 $0
$0 $0 $0

$0 $0 $0
$592,768 $548,267 $44,501
$469,879 ¢/ $491,862 ($21,984)
$107,727 ot $121,569 ($13,842)
$21,561 E/ $20,716 $845
$599,166 $634,147 {$34,981)
{$6,398) ($85,880) B/ $79,482




Line

No.

B/
c/
D/
E/
F/
G/

w N -

Lynwood Utilities Corp. TRA Docket #09-00034 Schedule 5
Income Statement at Proposed Rates
For 12 Months Ending December 31, 2008
Consumer Advocate Consumer Advocate

Current Normalizing Current

Rates Adjustments Rates
Water Service Revenues $540,105 A/ $44,500 B/ $584,605
Miscellaneous Revenues $8,163 o/ $0 $8,163
Total Revenue $548,268 $44,500 $592,768
Operation and Maintenance $491,862 b/ {$21,984) &/ $469,879
Depreciation $121,569 F/ {$13,842) ¥  $107,727
Taxes Other Than income $21,561 G/ $21,561
Total Operating Expense  $634,992 ($35,826) $599,166
Net Operating Income for Retum {$86,724) $80,326 {$6,398)

Sch. 4 Line 4
Sch. 4 Line 4
Sch.4Line 5
Sch. 4 Line 11
Sch. 4 Line 11
Sch. 4 Line 12
Sch. 4 Line 13

LUC Consumer Advocate Rate Analysis 2009.2
HACAPD\CAWater and-or Sewen\09-00034 Lynwood\Dave's Workpapersd UG Consumer Advocate Rate Analysis 2009.2
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Lynwood Utilities Corp. TRA Docket #09-00034

Operation Maintenance Expenses
For 12 Months Ending December 31, 2008

(Maintenance Expenses)

Purchased Wastewater
Sludge Removal
Purchased Power
Chemicals

Materials & Supplies
Engineering Inspections
Testing

Repairs & Maintenance
Operations Management

Total Operations Maintenance

Billing and Collection Fees

Bad Debt Expenses

Accounting and Bookkeeping
Tax Accounting

Accounting - Gther

Legal

Management

Rent

Insurance

Other Misc. Expenses

Taxes Other Than Income Taxes
Regulatory Expenses
Depreciation & Amortization, Net

Total Expenses

LUC Consumer Advocate Rate Analysis 2009.2

6/19/2009

Schedule 6
Consumer
Advocate Company  Difference
$2,551 o $2,551 $0
$31,470 B/ $34,617 ($3,147)
$52,328 © $62,794 o ($10,466)
$42,450 & $42,450 $0
$20,502 r/ $20,502 $0
$2,701 & $2,701 $0
$31,488 1/ $31,488 $0
$89,030 1 $89,030 $0
$28,800 s $28,800 $0
$301,320 $314,933  ($13,613)
$44,966 $44,966 $0
$10,334 v/ $10,334 $0
$16,635 ™, $16,635 $0
$2,850 N $2,850 $0
$13,049 o $13,049 $0
$8,899 p $8,899 $0
$16,000 o $16,000 $0
$10,344 R $10,344 $0
$18,699 5/  $18,699 $0
$1,629 1/ $1,629 $0
$21,561 w  $20,716 $845
$25,153 v/ $33,524 {$8,371)
$107,727 w  $121,569 X ($13,842)
$599,166 $634,147 {$34,981)




Lynwood Utiiities Corp. TRA Docket #09-00034

Cost of Capital

For 12 Months Ending December 31, 2008

Line
No.

1 Short term Debt
2 Long Term Debt
3  Preferred Stock
4  Stockhoider's Equity

5 Total

LUC Consumer Advocate Rate Analysis 2009.2

Schedule 7

Weighted

Ratio A Cost Cost
0.00% 0.00% A/ 0.00%
114.23% 7.50% &/ 8.57%
0.00% 0.00% as 0.00%
-14.23% 7.50% A/ -1.07%
100.00% 7.50%

HACAPD\CA\Water and-or Sewen\09-00034 Lynwood\Dave's Workpapers\LUC Consumer Advocate Rate Analysis 2000.2
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Schedule

Docket 09-00034
Lynwood Utility Corporation

Utility Plant In Service

Deferred Debits and Deposiis

Accumulated Depreciation

Working Capital

Contribution in AID of Construction (CIAC)

Current Case Rate Base @ 12/31/08

Company

$3,122,341
$143,618
($1,602,052) $1,520,289
$52,750
($687,524)

$1,029,133
$1,028,953
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Please state your name for the record.
My name is Dave Peters.

By whom are you employed and what is your position?

I am employed by the Consumer Advocate and Protection Division (“CAPD”) in
the Office of the Attorney General for the state of Tennessee (“Office”) as a
Regulatory Analyst.

How long have you been employed as a financial professional?

I have been employed as a finance professional in the private and public sector
for approximately 25 years. Before my current employment with the Office, I
was employed by Dell Computers as a site Controller in the Dell Fulfillment and
Logistics organization. Formerly, I was employed with Nortel Networks in a
variety of financial positions, the last being as a program manager in the
Telecommuting program. My responsibilities included budgeting, forecasting,
internal controls, monthly close, balance sheet reviews and extensive financial
reporting to management.

What is your educational background and what degrees do you hold?

I have a Bachelors degree in Business Administration from Tennessee
Technological University with a major in Accounting and a Masters degree in
Business Administration from Belmont University. I am also a Tennessee
Certified Public Accountant.

Would you briefly describe your responsibilities as a Regulatory Analyst with
the CAPD?

I prepare testimony and financial exhibits in rate proceedings as an employee
with the CAPD. Additionally, I review tariffs filed in the Tennessee Regulatory
Authority (“TRA”) by certificated utilities operating in Tennessee.

What is the purpose of your testimony?

The purpose of my testimony is to represent the forecasted financial exhibits
prepared by the CAPD (“Exhibit CAPD”), related Appendices, and provide my
exhibit (“Exhibit CAPD work papers”) of work papers for forecasted Operation
and Maintenance (“O&M”) Expenses, forecasted Depreciation Expense,
forecasted Regulatory Expenses, Taxes Other Than Income, forecasted General
and Administrative Expenses, and forecasted Rate Base, for Lynwood Utilities

Direct Testimony of Dave Peters TRA Docket #09-00034 Page 1
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Corporation (LUC) for the Lynwood adopted attrition year ended December 31,
2009.

What is a public utility?
In the context of this case, a public utility is a business formed as a shareholder-

> 10

owned corporation. Even though the public utility in this case is a for profit
corporation, it is also important to note that this public utility is:

an organization that has been designated by law as a business
affected with a significant public interest, and that also possesses all
of the following characteristics: (1) The business is essentially free
from direct competition, ie., it operates in a monopolistic
environment; (2) The business is required by law to charge rates for
its services that are reasonable and not unjustly discriminatory; (3)
The business is allowed to earn (but not guaranteed) a “reasonable”
profit; and (4) The business is obligated to provide adequate service
to its customers, on demand.!

Does Lynwood possess these public utility characteristics?

Yes. Lynwood is a shareholder-owned public utility that has been granted the
advantage of operating in a monopolistic environment in exchange for special
obligations, namely, the requirement to provide adequate service to all
customers at rates that are just, reasonable, and non-discriminatory. This
regulatory framework should guide all of the TRA’s decisions in this matter.

Are Lynwood’s results audited?
No. Lynwood’s financial statements are unaudited and the CAPD does not have
the authority to audit a public utility’s books. This testimony is based on my

> O

reliance on Lynwood’s financial record keeping and their preparation of the
financial statements in this docket.

1Accm,mt‘ing for Public Utilities, Hahne and Aliff §1.01.

L ]
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Q.  Please summarize the results of the CAPD forecast of Lynwood’s earnings for
the attrition year.

A.  The CAPD forecast of Lynwood earnings for the attrition year results in a
recommended $47,1852 increase in rates. This translates to a rate increase of
7.96% as opposed to Lynwood’s requested increase of 33.82%. This is shown in
schedule 1, Revenue Deficiency. The CAPD’s rate recommendation is based on
its projection of adjusted net operating income (“adjusted NOI”), rate base and
overall rate of return of 7.5% which is the carrying cost of Lynwood’s long-term
debt. Lynwood does not have any positive equity as of December 31, 2008,
therefore that is why the CAPD recommends using the 7.5% rate3.

OPERATION AND MAINTENANCE EXPENSES:

Q.  Please describe your forecasting methodology for Operation and Maintenance
Expenses.

A.  One key projection that must be made in determining the adjusted NOI is the
projection of all expenses.

Q. Did you make any normalizing adjustments to the test period ending
December 2008?

A.  Yes. The CAPD normalized the test period ending December 2008 by removing
Non-Recurring expenses, specifically in the area of regulatory expenses, which
were not subject to the CAPD expense growth rate. The appropriate rate
treatment of these particular items will be discussed later in my testimony.

Q.  What are the significant differences between the CAPD and Lynwood in
expenses and revenues for the forecasted attrition year?

A.  In Exhibit CAPD work papers, work paper Operation Maintenance Expenses
Schedule 6 provides a reconciliation of the differences in the calculation of all
expenses. Additionally, CAPD Income Statement Schedule 5 shows the
reconciliation between Lynwood Revenues and CAPD Revenues.

2Exhibit CAPD, Schedule 1, Line 8.

3 Exhibit CAPD, Schedule 10, Line 13.

Direct Testimony of Dave Peters TRA Docket #09-00034 Page 3
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The significant differences in Expenses for the attrition year are: (1) $10,466 in
Purchased Power; (2) $8,371 in Regulatory Expenses; (3) $13,842 in Depreciation
and Amortization, (4) $3,147 in Sludge Removal and (5) increase the TRA
inspection fee by $845. The total difference in expense results in a CAPD forecast
that is $34,981¢ lower than the forecasted amount of Lynwood.

What are the issues with Lynwood’s forecast of Purchased Power?

A.  Lynwood is forecasting $62,794% for the attrition year ended December
2009 in its O&M Expenses. This represents a 20% increase over actual 2008 costs.
Per Lynwood assertions, this was adjusted from $52,328 to $62,794 because of an
anticipated Tennessee Valley Authority (TVA) 20% rate increase. This was
announced in the fall 2008 and has since been eliminated. TVA issued a press
release on 5/15/2009 that credits this rate cut “effectively erasing a huge rate
boost approved last year to offset rising fuel costs. This latest announcement is
the third rate cut in the last 3 fiscal quarters and will take effect July 1, 2009.”
Therefore, the CAPD removes this expense change from 2008 actuals.

What are the issues with Lynwood’s forecast of Regulatory Expenses?
Lynwood shows Regulatory Expenses for the test year of $17,371. This number
is comprised of a monthly amortization of $1,250/month for the amortization of
previous rate cases and some actual payments of $2,3716. The adjustment for
amortizing the Regulatory Expenses from this docket has been reduced from
$12,000 to $6,000 as CAPD has reduced the estimated Regulatory cost of this case
from $36,000 to $18,000. $18,000 is a more realistic cost based on the amount of
expenses the Regulatory Expenses are in relation to the total expense increases
approved. The CAPD excludes this amount as these payments represent non-
recurring expenses. The other component of Regulatory Expenses is the Utility
Regulatory Assessment Fee of $4,153.

4CAPD work paper, Index of Work Papers, Schedule 4, Line 8.

SCAPD work paper, Index of Work Papers, Schedule 2, Line 8.

6 Comganz work paper, Schedule E-5, Line 6.
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Q.

What are the issues with the Lynwood’s forecast of depreciation and
amortization expenses?

Lynwood is showing the depreciation and amortization expense in their
company schedule R/E of $121, 569. This expense should be the net of the
additions to depreciation and the amortization of contributions in aid of
construction (CIAC). When you total up those specific changes in their
schedules B4 (Analysis of CIAC) and B3 (Depreciation Analysis) the result is an
expense of $107,727. The difference is $13,842 and CAPD shows that as a
reduction of expenses in the CAPD schedule 4 (Income Statement at Current
Rates).

Please discuss your issue with Sludge Removal Expenses for Lynwood’s
forecast attrition year.

The company’s test year expenses for sludge removal costs contain

expenses attributable to extraneous sludge removal related to odor control
measures which account for 2/3 of the total test year costs of sludge removal.
Thus, sludge removal costs which the company has already deferred in account
186.7 are presented in the company’s test year as recurring expenses.

Although requested in discovery, the company did not provide invoices for
sludge removal costs citing the expense of production. However, a comparison
of invoices on file in Docket 08-00060 and ledger entries provided in this docket
show that a portion of sludge removal expenses in the 2008 test year are already
being paid for through the surcharge approved in Docket 08-00060.

Given the interplay of Docket 08-00060 and the company’s test year

in this docket, do you have a recommendation as to the proper level of sludge
removal costs for the 2008 test year?

Yes, I recommend adoption of the company’s 2008 test year figure for

sludge removal.

What is the basis of your recommendation?

First, there have been no publicly noticed consumer complaints

regarding odors from Lynwood since March 10, 2008. The extra sludge removal
expense may be justified as a recurring expense in curtailing odor if regular and
recurring “extraneous” sludge removal has functioned to reduce consumer

7 CAPD work paper, Index of Work Pagers, Schedule 4, Line 4.
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complaints. Second, allowing the company to continue a surcharge or tracking
mechanism for these issues would no longer be justified, especially if the
“extraneous” sludge removal is a part of a permanent solution to the odor issue
that will result in a recurring expense. Third, Docket 08-00060, which addressed
and authorized an odor control surcharge, was expensive for consumers. In total,
the company sought $45,252 in that docket for various expenses, ranging from
extraneous sludge removal to extra salary for the owner, Mr. Tyler Ring. The
settlement between the Consumer Advocate and the company in Docket 08-00060
resulted in Lynwood consumers paying a volumetric surcharge on their bills to
allow the company to recover $30,973. Of the settlement amount, approximately
$5,909 or, nearly 20% of the settlement amount, was dedicated solely to the legal
and accounting fees incurred by the company in pursuing the docket. Due to the
administrative burden and expense of proceedings like Docket 08-00060, it would
be reasonable to allow the company’s 2008 test year figure for sludge removal in
order to eliminate any future effort by Lynwood to recover what it considers
deferred odor control costs.

Please discuss income taxes.

First of all, Lynwood is a S corporation for Federal Income Tax purposes.
Therefore, any Federal Income Tax basis flows through to the owner’s individual
tax returns. Secondly, the return component is purely the payment of interest
expense to the long-term debt obligations. The company has no equity basis.
Consequently, the return component consists only of long-term debt obligations.
Therefore, all of the interest expense is deductible for state excise tax purposes,
resulting in no taxable income to the company.

Please discuss your issue with Tap Fees for Lynwood’s forecast attrition year.
In Lynwood’s 4/9/2009 data response page 3, they show 2008 Tap Fee revenues
of $17,500 which equates to 5 customers at $3,500/tap. However, in the same
data response, they show the average number of customers growing from 811
customers in 2007 to 829 in 2008. At the same $3,500/tap Lynwood revenues
would be higher by $45,500. The CAPD schedule 5 reflects this change?.

8 Companz work paper, Data Response 4/9/09, Page 12.
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Do Lynwood’s rates compare favorably to neighboring wastewater systems?
No. Based on a monthly usage of 5,000 gallons of water treated, Lynwood
currently pays $32.65/month. This puts their rates higher than all but 17% of all
wastewater systems in Tennessee. If the full rate increase is granted (33.82%),
Lynwood would be 139t out of 145 in all of Tennessee (higher than 96% of all
wastewater systems in TN). Locally, the same bill in Franklin is $20.49, Spring
Hill is $14.34 and the Harpeth Valley Utility district charges $28.25 and
statewide, the median bill is $23.00. The comparative numbers above were based
on 5,000 gallons of treated water per month?. However, the average Lynwood
customer uses approximately 8,500 gallons a month resulting in an average bill
of approximately $57. If Lynwood receives the entire rate increase in this docket,
the average customer will pay approximately $76 per month. Additionally,
Lynwood customers don’t get a discount in the summer months (other utilities
don’t charge sewage treatment for water used for watering their lawns and
gardens) whereas all of the neighboring systems do offer such a program. Like
all companies operating in this difficult economic climate, Lynwood needs to
focus more on cost containment and less on rate relief. Most companies are
trimming costs to retain customers, not increase prices.

What are the issues with Lynwood’s calculation of Rate Base?

By taking the final settlement numbers of Lynwood’s rate base in the 2006 rate
case, and computing all of the additions and subtractions in the years 2007 and
2008, CAPD arrives at a new rate base of $495,839. This is $533,115 lower than
Lynwood’s stated rate base of $1,028,956. The differences are calculated as
follows:

1st) Utility Plant In Service - By taking the ending Utility Plant In Service account
from the 2006 case of $2,806,755 and adding all of the plant additions for 2007
and 2008 less the collection systems account (this was not included in the 2006
case), the net result is an adjusted plant in service balance of $2,931,252. This
number is $191,089 less than Lynwood’s new plant in service balance of
$3,122,341.

2nd) Cash Working Capital - Lynwood bases their working capital requirements
on the lag time between revenues billed and customers paying. This results in a
working capital balance of $52,574. CAPD bases working capital requirements

9 Allen & Hoshall Tennessee Water and Sewer Rate Survez, June 2008.
1 O T oo —————
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on 1/12 of total expenses (less depreciation which is a non-cash expense). This
results in a working capital balance of $39,845, a difference of $12,729.

3rd)  Accumulated Depreciation - By taking the ending Accumulated
Depreciation account from the 2006 case of $1,263,822 and adding all of the
depreciation additions for 2007 and 2008 less the collection systems account (this
was not included in the 2006 case), the net results is an adjusted accumulated
depreciation balance of $1,640,300. This number is $38,248 less than Lynwood’s
new accumulated depreciation balance of $1,602,052.

4ty Contributions In Aid Of Construction - By taking the ending Contributions In
Aid Of Construction (CIAC) account from the 2006 case of $1,038,225 and adding
all of the CIAC additions for 2007 and 2008 less the amortization of CIAC for
2007 and 2008, the net results is an adjusted CIAC balance of $989,102. This
number is $301,578 less than Lynwood’s new CIAC balance of $687,524. There
were two entries booked in 2007 that make up this difference and it was a reclass
from CIAC to Retained Earnings. The CAPD includes this amount as there is no
justification to reclass items from CIAC to Retained Earningsl®.

What is your proposal for Rate Design?

Lynwood has a minimum charge of $15 per month and a volumetric charge of
$6.53 per 1,000 gallons. The company has proposed to increase the minimum
charge to $20 per month and increase the volumetric charge to $8.78 per 1,000
gallons. The CAPD proposes a three tiered volumetric rate which is similar to all
other neighboring waste water utilities and is a more equitable method of rate
recovery for the consumers. The CAPD reserves the right to assist in proposing
this new rate making methodology once the CAPD receives more information
concerning customers by subdivision and usage by customers.

Does this conclude your testimony?
Yes, it does.

' CAPD work paper, Index of Work Papers, Schedule 3, Line 8.
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