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Monday, July 15, 2013 1:30 p. m
PROCEEDI NGS

M5. YEUNG Good afternoon. |f we could get
started, please. WII the hearing please cone to order.

For the record, it is Mnday, July 15th, 2013,
at 1:30 ppm And we're in Room408 in City Hall.

This is a special neeting of the Gty and
County of San Francisco's Refuse Coll ection and Di sposal
Rat e Board, continued from Tuesday, July 9th, when we
met in the same room | amLinda Yeung, Deputy City
Adm nistrator, the Chair of the Refuse Collection and
Di sposal Rate Board for the City and County of San
Franci sco.

The two other nmenbers of the Rate Board are
Ben Rosenfield, Controller of the Gty and County of San
Franci sco, and M chael Carlin, Deputy General Manager of
the City's Public Utilities Conm ssion. Thank you.

Al so present is Deputy City Attorney Marie
Blits fromthe Gty Attorney's Governnment Team who is
serving as counsel to the Rate Board, and her assistant,
Anna Low, who is serving as our clerk today. Present
for DPWare DPWDirector Mohammed Nuru; DPW Manager of
Fi nance, Budget, and Performance, Douglas Legg; and DPW
Proj ect Manager, Ann Carey.

Qur hearing today is again being transcribed
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by st enographer/reporter Freddi e Reppond.

W are also making a tape recording of this
proceedi ng. Pl ease speak only one at a tinme and speak
directly into your mcrophone so that you can be clearly
heard. Please turn off cell phones, pagers, and other
sound- produci ng el ectronic devices so that our hearing
will not be interrupted.

As we noted | ast week, the purpose of this
Rate Board neeting is to hear and consi der objections to
the report and recommended orders issued by the DPW
Director on June 7th, 2013, that would increase
residential refuse collection and disposal rates. The
report and recomended orders were issued in response to
the rate application filed by Applicants, Recol ogy
Sunset Scavenger, Recol ogy Gol den Gate, and Recol ogy San
Franci sco, also sinply referenced as Recol ogy.

Bef ore issuing his report and recomended
order, the DPWDirector held a series of public hearings
on that rate application. Copies of the agenda for this
hearing are available on the side table of the roomfor
you to pick up, together with copies of the witten
objections that will be heard by this Board, and the
DPW's June 7th report and recommended order. There are
al so binders of materials that you may review, but which

must stay in the room
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First, the black binder containing the agenda
for this hearing and rel ated docunents, including the
objections filed by the five objectors that will be
heard and DPWDirector's June 7th report and recommended
orders.

Two, the white binders contain the reporter's
transcripts and exhibits fromthe DPWDirector's 2013
heari ngs.

Today's session will end at 5:30 p.m or
earlier, if our work is conpleted. |If not conpleted
t oday, we may continue the hearing to another date to be
det er m ned.

Il wll now briefly review how we are
proceeding. Qur hearing is primarily governed by the
Cty's 1932 Initiative Odinance that established this
rate-setting process and by the rules of procedure
adopted by the DPWDirector. On Mnday, July 8th, you
heard i ntroductory remarks fromnme as the Chair under
Agenda Item No. 2, which | am again sumrari zi ng here
this afternoon. Then under Agenda Item No. 3, we heard
opening comments fromthe Cty's Ratepayer Advocat e,
Peter Dei bl er of HFH consul tants.

Next, under Agenda Itens No. 4. A through 4. E
we heard presentations fromfour of the five objectors

who filed witten objections with the Rate Board by the
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June 24th statutory deadline -- Stuart Gardiner, Kermt
Kubitz, Nancy Wierfel, and M chael Baker on behal f of
t he applicant refuse rate conpani es, Recol ogy.

The Chair read into the record the objections
filed by Josephine Zhao, with extended famlies of 15
menbers and nenbers of asiananericanvoters.org, as M.
Zhao was unabl e to appear.

Under Agenda Item No. 6, DPWDirector Mhanmed
Nuru reviewed the DPWDirector's process and resulting
report and recomended orders and responded to the
obj ections fromthe objectors. W also heard public
comment s under Agenda Itens 5, 7, and 8.

On Tuesday afternoon, July 9th, we conpleted
any further Board questions and public conment and noved
into Agenda Itenms 9 and 10 for Rate Board deliberations
and possi ble action regarding DPWDirector's proposed
orders, objections to the proposed orders, and a
resol uti on adopting findings of the Rate Board.

| would like to again thank each of the
objectors, both for their thoughtful input and adherence
to our procedural rules and tine limts.

Today, as we did at around 2:30 p.m, we wll
nove to Agenda Itens 5, 7, and 8 and allow three types
of public comment. |In order to conduct this portion of

the hearing nost efficiently, | request that anyone who
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wi shes to speak conpl ete a speaker card. There are
yel | ow speaker cards available on the table on the side
of the roomand fromour clerk. | also suggest that any
group of persons with simlar interests designate a
representative to act as spokesperson.

For the first public conment category under
Agenda Item No. 5, we will hear comments from persons
who wish to speak in agreenent with any or all of the 22
objections filed by the 5 objectors, up to maxi mum of 15
m nutes today for all of these speakers conbi ned.

For the second public comrent category under
Agenda Item No. 7, we will hear comments from persons
who wi sh to speak in agreenent with any or all of the
DPWDi rector's Responses to Objections and Reconmended
Order, up to a maxi mumof 15 m nutes today for all of
t hese speakers conbi ned.

For the third public conment category under
Agenda Item No. 8, we w Il hear general public conments
frompersons on matters within the jurisdiction of the
Board that have not already been heard as comments on
t he objections or comments on the Director's Reconmended
Order, up to a maxi mumof 15 m nutes today for all of
t hese speakers conbi ned. Each person will be given the
sane anount of tinme, up to three m nutes nmaxi rum \Wen

you begin your comrents, please identify the objection
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nunber and description on the agenda for each objection
that you are addressing and identify what parts of the
adm ni strative record support your points. Please be
advi sed that although the Board will listen to al
general public comment in the third category of public
comment, the Board cannot use information provided in
finally deciding the rates unless the comrent is
specifically tied to one or nore of the 22 objections
bei ng heard or to the DPWDi rector's Responses to

bj ections and Proposed O der.

After any additional information has been
received this afternoon, the Board will close the public
heari ng and nove to Agenda Itens 9 and 10, where we w |
del i berate and take actions to approve or deny the rate
application in whole or in part and issue an order. In
this process the Board will address each separate
obj ecti on.

The Board acts by majority vote. |If for any
reason the Board does not act within 60 days of the day
the DPW Director issued his reconmended order, which was
June 7th, 2013, the DPWDirector's Oder will be deened
the order of the Rate Board.

| want to enphasi ze again to everyone
addressi ng the Rate Board, whether the Applicant, the

public, or the staff, that your conmments nust be
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strictly limted to the specific itens that are the
subject of this hearing. |In other words, the only itens
before the Rate Board are the objections to the specific
i ssues in the Director's Report and Reconmended Order
that were filed with the Rate Board by June 24th, as
| i sted on our agenda. The Board can only act on those
i temns.

| also want to enphasi ze that the Rate Board
may only consider evidence admtted into the
adm nistrative record during the DPWDirector's 2013
refuse rate hearings. The adm nistrative record is
contained in the white binders of the reporter's
transcripts and exhibits on the table. Any other
evidence is inadm ssible before this Rate Board. So
this Board will not hear itens that are not properly
before it and it will not rely upon facts outside the
adm ni strative record.

Al so, please note that in ny capacity as
Chair, I may nodify these procedures as the hearing
progresses as nmay be needed to ensure a fair and
ef ficient proceeding.

So at this time we would |like to hear from
certain individuals. The first one I'mgoing to call up
is the DPWDirector and staff, after which I will ask

Pet er Dei bl er of the Ratepayer Advocate to cone to the
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3

MR. LEGG (Good afternoon. | amunclear as to

whet her you just wanted nme to nake comments before you
| ook at the resolution. | do have a couple of things i
response to questions |ast week, but |I'mnot sure --
M5. YEUNG There were a couple of questions
specifically regarding -- it had to do with the speci al

events, parades, and the costs related to that.

n

MR. LEGG Al right. Per your direction, we

have been working with the conpanies to identify the

costs of parades and special events and to renpove those

fromthe rate base. Recology provided a breakdown of
the costs for 12 parades and 12 special events during
the year; and this was the guidance that DPW had

provi ded them back in the fall of last year. So they

provi ded i nformation, renoving 384 hours of |abor cost,

the allocated truck costs that go with that, and the
di sposal costs for the tons that they anticipated
pi cking up at those special events. The total cost of

provi ding service at those special events is $53, 066.

The 384 hours of |abor cost is essentially the salaries

for 2 people, 8 hours each, at 24 events a year, which
is how that figure is derived.
DPW has run the adjustnents through the rate

nodel , which results in very small changes to both the
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ti pping fee charged by Recol ogy San Franci sco at the
transfer station because of the change in disposal
tonnage as well as for the collection rates charged by
Recol ogy Sunset Scavenger and Recol ogy CGol den Gate. The
tipping fee will actually go up two cents because
there's a snaller base to spread the expenses over. The
average increase in collection rates goes down by two
one- hundredt hs of one percent. So the rate increase
woul d go from 19.91 percent to 19.89 percent. \Wen

t hose percentages are applied to the various rate
conponents, there's no change in the base charge for the
20-gal lon or 32-gallon black bins. There's, of course,
no change to the blue and green or the fixed charges,
because those are fi xed.

There was a one-cent decrease in the speci al
charge for elevation charges. It's just a quirk of how
the rate nodel works, where the percentage changes
actually have an inpact. So it will nmean that elevation
charges will go down slightly. This $53,000 is roughly
two one-hundredths of a percent of the total collections
costs of $270 million, so it nmakes sense that noving
t hose costs would have that inpact. But because there
are changes to the both the tipping fee and sone of the
collection fees as result of whatever action you take if

this is included, we will reissue the final Director's
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rate orders.

There were a couple of other questions that |
t hi nk were about the abandoned materials program And |
don't think that it needs to be part of the record, but
| do want to share with you and with nmenbers of the
public there were questions asked about, first, what is
t he appl es-to-appl es conpari son of DPWcosts to Recol ogy
costs.

And I'll pass this out afterwards, but sinply
put, Exhibit 41, which was Recol ogy's abandoned
materials costs, showed a cost of about $3.6 mllion.
And if you renove the disposal costs, as we had
di scussed, that would bring it down to $3.1 mllion.

And then to that anount we would add back in OR OR at
91 percent would increase that by about $300,000 to 3.4
mllion. And if they achieve their zero-waste

i ncentives and earn the extra 2 percent, we're back to

$3.5 mllion as those total costs.

On the DPWside, Exhibit 13 showed our actual
costs for fiscal year 2011/'12. At the tinme that they
were putting together that information, we did not have
a full fiscal year's worth of data, so we went back a
year to actual costs. And | think you'll recall that we
did not have any direct supervision or adm nistrative

expenses. W did include kind of nmanagenent expenses
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that are part of DPWs overhead rate but not the kind of
al l ocated costs of our Supervisor Il's who are in the
zone supervising the packer drivers. So after doing
that, | did spread those costs across al
street-cleaning activities, that those supervisors' and
t he di spatchers' costs are also included in this. The
$2.2 mllion was increased by anot her $240,000 for those
adm ni strative and supervi sory expenses. |It's al nost
t he sane as what Recol ogy shows as their admnistrative
and supervi sory expenses on Exhibit 41. Their expenses
cone out to $239,000. So | was both pleased and
surprised to see that.

Bet ween fiscal year 2011/'12 and the budget
year, the fiscal year that we're now in, '13/'14,
DPWs -- the affected | abor union agreenents and our
budgeted fringe benefit rates have increased by 9.08
percent, nostly due to heal thcare cost increases,
pensi on pi ckup, and very small salary MOUs. So that
resulted in an additional $220,000 added. So the
conparable DPWcost is 2.7 mllion. So we are | ooking
at, assuming all zero-waste incentives are net, a
di fference between $3.5 mllion and $2.7 million woul d
be the appl es-to-appl es expense cost.

A nunber of people | think, including those on

the Rate Board, were concerned about having baseline
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i nformation for which we are conparing both costs and
al so activity, too. And so from our databases and

also -- I'"lIl just pass this out right now.

MR, ROSENFI ELD: M. Legg, before you nove on,

if I could just make sure |I' m understandi ng the
3.5-t0-2.7 conparison. That is your actual expenses
mar ked up for changes in tinme as you described versus
t he quoted service that Recol ogy woul d provi de here?
MR LEGG Correct. 2.7 and 3.5.
MR, ROSENFI ELD: But for different service

| evel s, to nake it clear?

MR. LEGG For different service |levels. That

is correct. And that's what the information that |I'm
passi ng out now wi || denonstrate.

| don't think we need to go through all of

this, but I do want to have you | ook at the top Iine on

the first page. As | said, DPWhas a service-I|eve

agreenment with 311 where our goal is to respond to 90

percent of all calls within 48 hours. And that top line

t hat says "packer truck"” shows what percentage we net
during each of the nonths of the previous fiscal year

2012 13. And for the whole year we were off of our

service-| evel agreenment by nine percentage points. W

only got to abandoned waste within 48 hours 81 percent

of the time. Recology's service-level agreenent which
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they are proposing is that we are going to get to
abandoned waste during the week within four hours and on
weekends within eight business hours. So it's a nuch
nore robust and | believe effective service that they're
proposing. And we are setting up to nmeasure it to make
sure that they neet that.

On what's called "Dashboard 3," the third
page, you can actually see the breakdown of how many we
get to within the first day, the second day, et cetera.
Their service standard is nuch nore along the |ines of
getting there in 24 hours. And DPWwas only able to do
that 66 percent of the tine. So it's a very different
| evel of service that is being proposed for the
additional costs that are included in the rate
appl i cation.

And the other information: The back page just
shows nunber of calls that we received on each cal endar
day of the last fiscal year. And the reason this is
i mportant and | want it out in public is the penalty
provisions that are in the Director's report have
exceptions if the total nunmber of calls spikes way up
above these averages. And so this is what those
averages are going to be based upon, because this is
essentially the level of service that Recol ogy proposed

to nmeet those service standards with
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M5. YEUNG Any questions for M. Legg?

Thank you.

MR. LEGG  Thank you

M5. YEUNG Ratepayer Advocate?

MR DEIBLER  Good afternoon. Peter Deibler.
| have no further comments or questions at this tine.

I "' m happy to answer any questions you m ght have.

M5. YEUNG Thank you.

At this time if there's anyone fromthe
Departnment of the Environnment, if there's anything you
want to speak to? Thank you.

Al so, the Recol ogy conpany?

MR. BAKER: No, thank you.

M5. YEUNG Any of the other objectors?

MR. GARDI NER: For the record, ny nane is
Stuart Gardiner. Thank you and thanks to DPW managenent
and staff for pursuing sone of the questions | raised on
essentially the cost savings to ratepayers fromrenoving
t he special events and parades.

One or two points of additional clarification
I'"d like to rai se and maybe you could ask M. Legg to
address them when |'mthrough. He was kind enough to
provide ne with a copy of his apples-to-apples table.
And, first of all, it's not clear that all of the

proportional costs and overhead and so on for Recol ogy
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that should be conparable to the fourth line fromthe
bott om of DPW expenses allocated fiscal year '11/'12
supervi sion and adm ni strative expense. |It's not clear
that the supervision and adm ni strative support under
non- uni on and uni on under Recology are fully equal to
that. |I'mnot sure if that's true, if there's any
managenent oversight, if there are things |ike

depreci ation and taxes and other broadly allocable
expenses that have been renoved as a result of excluding
t he special events and parades costs.

Secondly, in the spreadsheet that Recol ogy
provided to M. Legg which he shared with nme, there was
roughly six thousand dollars, if |I remenber right --
don't have a copy with nme -- that was renoval of the
cost for truck expenses. And M. Legg referred briefly
to allocation of that. And the Board mght find it
hel pful to know what the basis of that allocation so
that you can be assured that that's the right nunber.

| think those are the only two questions |
had. 1Is it in order to offer a couple of comments about
the draft order?

M5. YEUNG Just go ahead.

MR. GARDI NER: Ckay. The portion of the draft
order at the bottom of page 2 and the bottom of page 3

that deal wth the abandoned materials collection
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program | wanted to suggest to the Board that you -- as
it may be revised or inits current form whatever you
choose to adopt, that you take the abandoned materials
col l ection without parades and events and make it an
exhibit to your order so that it's clear beyond any
guestion what's being approved and what isn't.

And, simlarly, the material that M. Legg
just handed out with reference to the baseline of
current performance, | think it's very conprehensive
information that | hope will be useful to the Board and
i f they choose to hold a hearing at the Board of
Supervisors after the pilot period is over. So I'd also
| i ke to suggest that you make that an exhibit so that
there's no doubt about what you're conparing.

| think the only other cooment | had at this
time was a question which is just procedural. Can you
tell those of us fromthe public when the final order
and the transcript of this proceeding will be avail abl e,
presunmably on the DPW Wbsite?

M5. BLITS: Marie Blits fromGCity Attorney's
of fi ce speaki ng.

The reporter's transcript should be avail abl e,
as | understand it, in about 10 to 12 days fromthe
court reporter. And then that will be, as usual, posted

on the DPW Wbsite when it is finalized and ready.
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The Board's order, if they finish today,
should be -- if the Board finishes and signs the
docunent today that should be available on the Wbsite
by tonorrow. |If the Board continues today's proceeding
or gives further instructions that still have to be
witten up, that could take an additional few days to do
that, but nost likely by later this week.

MR. GARDI NER:  Thank you.

M5. YEUNG M. Wierfel, could you naybe have
a seat first and then we could have the departnent
address the concerns? Thank you.

MR LEGG |[|'d Ilike to have M Braslaw tal k
about M. Gardiner's question about their allocated
costs. M. Braslaw and | discussed it just before this
nmeeting and | think he can speak better to their costs,
but | think what he is proposing nakes sense to ne. And
as | was looking -- M. Gardiner actually posed the
guestion to nme earlier -- | don't believe that we' ve
| eft out any other costs that should be renoved because
of the parades. At 384 hours out of 27,000 hours and
because there isn't a |lot of overlap, supervision, and
materials and supplies and all of those kinds of things,
| don't believe are going to be reduced as a result of

not attending to those events.
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MR. BRASLAW Jon Braslaw wi th Recol ogy.

As M. Legg said, there are a couple of areas
of allocated costs. And the questions had conme up. One
was With respect to vehicle costs. And the vehicle
costs that we had identified related to the parades and
speci al events was a proportional share of the total
vehicle costs. So we took the vehicle cost associ ated
with the work that was identified as special events, the
hours of work; and we took that as a proportional share
of the total hours that we had estimated and then did
the math to come up with the cost reduction. The fact
that it probably slightly overestimates the cost
reduction, because it does include vehicle-|lease costs
whi ch woul dn't go away even though the parades and
speci al events are going away, we did it on that
proportional basis. It was the easiest way to calcul ate
it. And it's not a significant difference either way.

The ot her allocated cost was all ocated
overhead. In the proposal we have included a
supervi sory position to hel p nanage the program They
woul d have been responsi bl e for managi ng the parades and
special events also. This is a salaried position. And
it's our expectation that they will be likely working
sone extra hours anyway, so the change with the parades

and speci al events, by renoving them wouldn't inpact
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the salary that we'd be providing for this
adm ni strative support. Any other clerical work would
really be absorbed. There's really no difference in
costs associated with that part of managi ng the program

M5. YEUNG Thank you.

Any ot her questions?

Ms. Wierfel?

M5. WUERFEL: Good afternoon. Nancy Wierf el

Thank you very nuch for the draft orders and
comments. |t would also be helpful if we could get to
read themwhile we're at honme, as opposed to trying to
| isten to the docunentati on presented here as well as
reading. But I'Il do the best | can.

| want to talk to the comments that | woul d
| i ke to have incorporated, if this Board would be so
ki nd, about page 3, item 2, having to do with the
speci al reserve fund, where you kindly asked for a
report to be made and for it to be subnmtted to the City
Adm ni strator and the Di sposal Rate Board. The issue is
how. What's the process? You guys don't get together
very often, so I'mvery concerned that | as a nenber of

the public amnot going to be able to see howthis

works. How will | know to conme? So without your
putting in there when that happens, there will have to
be sone sort of notice by sonebody to people. 1'm
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assumng DPWw || be the secretary, quote/unquote, on
this. But we need to put in a process. This is sort of
dead on arrival.

Al so, | had requested that should that be the
case, that we have a Ratepayer Advocate at the hearing
because there's a | ot of technical stuff and peopl e need
to have access to a plain, unmarked person |like the
Rat epayer Advocate that tal ks our |anguage and
transcribes for you. So | would encourage you to do
t hat .

Al so, any tinme the Rate Board asked for
communi cations, that you take an active role. Just
passi ng the buck and saying we want you to do this, the
process isn't clear to me howl'mgoing to receive it.
That al so applies to the idea, which I very nuch
appreci ate, of having the Board of Supervisors |ook at
t he abandoned materials collection program This is
sonething | appreciate having in here, but I want to
know how. Wo is going to call themup? Wuo is going
to follow up? 1Is there a process whereby a departnent
head tal ks to the Board OF Supervisors clerk to say, Put
this on a list of sone conmttee? But the process is
m ssing. And without that there is no justice in San
Francisco City Hall, as far as | can see. | need to be

able to foll ow the ball
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And so, also, when it tal ks about clearly
inform ng the public, when will | expect that clear
i nformation? Again, | think DPWhas done a very good
job on trying to get this out to those of us that are
part of the groupies. But for those of us that don't
understand the process as well as sone of us, | really
want it very clear why and how this will cone to the
public's attention.

So I want to thank you for your diligence in
i ncorporating as many of the public's recommendati ons as
you have. And you can do the last mle by making sure
it doesn't just end up as sonebody's job description and
we don't know who that is or when. Thank you.

M5. YEUNG Thank you.

Any ot her objectors?

MR. KUBI TZ: Thank you for taking public
comment again. |'Il try to make this relatively brief.

What |'mhanding out is a letter that is a
response to M. Baker's letter about the applicability
of Proposition 218 to transferring abandoned material s
to DPW The fundanental points of the letter are it's
asserted in that letter that it does apply to
residential collection rates for the reason that
recycling charges are inposed, collected, and retained

by Recol ogy. Those are questionabl e assertions
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i nposed -- | cite the record in Exhibit 1 and transcri pt
page 290, where M. Quillen testified. And in the
original narrative it says at DPWs request, Recol ogy
prepared the novenent of abandoned materials. So the
guestions of who's inposing -- look for a synonym the
execution of the decision to nove abandoned materials
was DPW's.

That havi ng been said, | appreciate the
Board's accepting public comment and characterizing this
as a public record. Near the end of this letter, |
suggest sone other things to pay attention to in
execution the Exhibit 41 previously referred to. Says
di sposal of 3,086 tons at a cost of 462,000. | just
want to be cautious and make sure that by adopting
public funding of unschedul ed | arge-item pi ckup we don't
go from 3,086 tons to 6,000 or 7,000 or if we get to
8,000 tons being disposed of, we'll pay over a mllion
dollars and wll have increased the abandoned material s
probl em at a higher cost to the Gity.

And, finally, a propos, although |I don't
object to getting all the information in the record,
even though we said we weren't going to have new
testinmony in this hearing, | appreciate this chart
passed out by M. Legg. |I'mreferring to the

packer-truck volune and response by zone whi ch shows
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that in Zone F, which is your West of Sunset residenti al
| ow-density housing. You only have 1900-sonet hi ng
requests for bulky itemcollection. And Downtown, which
conmbines A, B -- | don't know what Dis. The bul k of

t he abandoned materials collection cones fromseem ngly
apartnment house/sem -comrercial areas of the city. So
why the West of Twin Peaks area with this [ittle brown
circle of 66 percent? | notice we have the | owest |evel
and the | owest response rate, which kind of concerns ne
alittle bit.

But nmy last conment is with regard to worKking
with the conpanies to ensure public information about
future rate-setting in Exhibit 100, which was ny
original testinmony in the hearings. | gave sone
suggesti ons about notice. And the way | got notice of
this was a one-page sheet that said on the outside
“"Proposition 218 information" and nothing nore, which is
you kind of toss it away. It m ght be Proposition 65.

It m ght be Proposition 37. W knows what it is? It
woul d be hel pful if it said, as | suggested in

Exhi bit 100, "Subject matter: Garbage rate increase
anount, 21 percent, deadline such and such,” so you have
nore than just a, quote, nomnal this is in reference to
sone state proposition that nobody knows anythi ng about.

Those are nmy conments. | appreciate the
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Board's paying attention to this matter. Thank you.

M5. YEUNG Thank you. Do Board Menbers have
further questions for the participants?

M5. BLITS: Madam Chair, if |I mght nmake a
suggestion, if Board Menbers have further questions they
want to ask about the objection, they could do that.
And the Board could al so go ahead and be di scussing the
draft resolution and asking any questions they have of
the participants that mght help informthat before you
go back later to actually vote on the objections and
vote on the resol ution.

M5. YEUNG Thank you.

MR ROSENFI ELD: | think we heard froma
coupl e of the objectors on the draft order. | think M.
Legg had comments that he was interested in maeking, if
we can ask you to make t hem

MR. LEGG Yes. Thank you

No. 1.A this is about when the abandoned
materials collection programwould terminate. W had
tal ked about two and a half years. And | was talking
about doing two and a half years, so we had data to
anal yze. W would put -- my thinking is that DPWwoul d
be producing a report that would be submtted, or an
anal ysis that would be submtted, as part of our budget

i n February 2016, which would go in the budget for
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fiscal year '16/'17.

The problemwith -- | think there are two big
problems with saying that the programterm nates
Decenber 2015. One is | don't know what our nechani sm
for issuing a newrate order is wthout having gone
t hrough the 1932 process before Decenber '13 in order to
trigger a process whereby we could issue a new rate
order unless we define very clearly what woul d be
changed in the rates like we did in the Director's
Report with the apartnent caps, where we said this
speci fic anmobunt of noney would be returned in an annual
adj ust nent process. But as it currently stands, the
Director's Report does not have a md-year rate
adj ust nent process other than a rate application.

So the other thing is that because the Board
of Supervisors would have approved the budget for fiscal
year '15/'16 in July of 2015, if the programjust stops,
there won't be a programfor the last six nonths of the
year. So | would recommend saying that at the end of
Rate Year 16 that the programwould term nate; and if
there has not been a new rate application submtted by
the conpanies -- and as | said | expect that there would
be -- and if the application is comng in sooner, |
think we would work to do all this analysis on how well

the programis goi ng whenever we get that with the data
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available at the time of that rate application. But if
it was pushed to the end of the year, we could
theoretically do a City application to change the rates.
It would be concurrent with the budget process.

MR. ROSENFI ELD: Could | suggest a version of
this to see how it sounds?

In reading through this draft order, | had a
simlar kind of question relating to the sonething that
t he conpani es brought up last tine, which is
acknow edging the tine it takes to ranp a programli ke
this down in terns of attrition and everything el se.
What if we had kind of this Decenber 31st date by which
this Board would need to hear the issue and nmake a final
determ nation, but it would becone effective the
subsequent July 1, which would provide for basically a
determnation if the programis or is not going to
continue six nonths prior to that actually occurring,
whi ch woul d all ow the conpanies tinme to ranp the program
down and would also allow the departnment in this case to
request funds fromthe Mayor and Board of Supervisors
fromthe general fund to replace the program Does that
dovetail a little bit better with admnistrative
processes?

MR. LEGG The key point fromthe Cty's

perspective is we would need to be doi ng sonething at
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t he change of the fiscal year; and | think that woul d be
wor kable. My only -- it's a legal question. | don't
know whether this Board exists if not to hear objections
to a rate application. So that's sonmething that the
City Attorney would have to -- and this is Ms. Wierfel's
concern that the Rate Board is the creation of an
objection to a rate application as opposed to a sitting
body that exists otherwise. |In terns of ranp-down, |'d
want the conpanies to respond to whether that tineline

woul d work for them

MR. ROSENFI ELD: | guess that would be a
guestion for the City Attorney's office if the -- do we
need to sonehow -- | assume that the processes that

we've outlined in the draft ordinance is okay. The
draft resol ution.

MR. CARLIN. So as you address that, what's
t he conveni ent mechani sn? And can you have that sort of
in the draft resol ution/ordi nance?

M5. BLITS: M. Legg was referencing an
application from DPW which you have seen before when
t hi ngs needed to be tweaked in between our
every-five-years-or-so major rate-setting processes. |If
he could el aborate just a little bit further about what
he was seeing as that DPWapplication process, that

m ght help sort this out.
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MR LEGG It is not a process | relish. W
have twice in ny tenure filed rate applications to
change sone aspects of the rate. And so in 2010 we
filed a rate application to reallocate funds that were
beg collected into the special reserve and allocate them
i nstead to the inpound account. And so we filed a rate
application with the Gty Adm nistrator that triggered
this scheduling of a hearing because it was a change in
the use of the funds. That was the first year that a
Prop 218 notice was sent out. Because it was a
singl e-issue application, we did a single hearing on
both Prop 218 and the 1932 process. | think it was
still alittle bit confusing to the public but much | ess
confusing than this kind of application.

So if we were to do this, we would submt an
application that says we propose reducing the rate base
by $3.6 million. That woul d have | ower --

MR. ROSENFI ELD: Coul d we acconplish the sane
thing by sinply now adm nistratively saying that, if the
Board does not extend the program these funds are
returned to the ratepayers proportionately in the form
of decreased rates, which would save the departnent
needi ng to reopen and forward a negative subm ssion?

MR LEGG | would like to be able to do that.

| want the conmpanies to coment, because | think there
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are all kinds of costs issues about how nuch they're
actually spending. But | think that if we can agree now
that the figures that are shown in Exhibit 41 would be
the basis, |ess the parade costs, we could put it into
the sane rate nodel. | would be confortable doing that.
But 1'd really want the conpanies to coment.

I'd much prefer to do that than have a rate
process that requires 200,000 letters to reduce rates,
essential ly.

MR. ROSENFI ELD: It seens clear with the
intent of the discussion as well, if the Rate Board does
not make a decision to continue the program based on the
report and evidence that's presented, the program ends
and rates are reduced commensurately, which seens nore
straightforward than reopening this process again
m d-cycle and |ikely just nonths in advance of the next
rate application.

I f the conpany could comment ?

MR. BAKER: W are just chatting over here, so
there nmay be nore. But there are two issues that |
t hi nk we woul d be concerned about.

Nunber one, in order for something to occur by
Decenber 31, 2015, sonething has to happen before that.
The process has to start. So the question is when does

that process start? How long will it take? Under
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current DPWrul es of procedure, | don't think this is
accommodat ed, so sone sort of new procedure woul d have
to be put in place. So the question is how | ong before
Decenber 31 do you have to start sonething so that you
can make a deci sion by Decenber 31, 2015? And dependi ng
on how far out -- how nuch |ead tine you need -- wll
you have a sufficient record of performance to eval uate?
So that's nunber one, | think, to consider.

The second poi nt, which was nentioned at a
prior hearing, is the conpany will be investing in
equi pnment and hiring people. So there are going to be
sone stranded costs here. And so the question is how do
we deal with stranded costs?

M5. YEUNG Could |I make a suggestion? So it
sounds like the date is of concern. The other thing of
concern is again the conpany is ranping up investnents
in dollars and people's jobs are at stake. So can we
conversely, instead of saying that it will termnate --
that we say it will continue unless the Board takes
action to termnate it?

MR. ROSENFI ELD: We could do that. |'d be
confortable with that.

The ot her two suggestions |'d make maybe --
and to bat around just processes, because that's really

what we're tal king about, and I think it's sonewhat
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responsive to the point Ms. Wierfel raised as well would
be to and that we've just heard fromthe conpanies -- to
clarify that the report shall be provided no [ater than
Decenber 1st and that it shall be nade avail able on the
Website and provided to the Board. And then the Board
no | ater than Decenber 31st shall hear the matter. And
absent affirmative continuance of the program it shall
sunset effective July 1lst of the subsequent year, which
provi des the six-nonth notice to kind of

adm nistratively wind the programdown. | don't know if
that's clear and provides kind of nore of process
outline in the order itself.

MR. BAKER. | was just going to ask, | think
that time frame sounds workable. But, again, if there
i s sone acknow edgnent in the order that the conpany may
have sonme costs and sone investnent or stranded costs,
what ever the word is, not that you're agreeing but just
that it's noted, that this is an issue that woul d have
to be grappled with at the same tinme of considering the
guesti on whether the programis continued.

MR. CARLIN. | guess what |I'mkind of | ooking
for in this report would be sort of like the efficiency
of the programversus the dollars being expended. And
if we were to termnate the program it would be al so

| ooki ng at the cost benefits of the program i ncluding
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maybe taking into consideration what m ght be consi dered
to be stranded costs, if you want to use that term But
| agree with M. Rosenfield that it's doable in nmy mnd
to have kind of a schedule |ike that and have a report
and have a hearing and kind of nove forward.

MR. ROSENFI ELD: It sure sounds
adm nistratively preferable to arrive at what occurs if
t he Board does not affirmatively continue the program or
t he counter-negative now, rather than | eaving the
guestion open for later of what that |ooks |ike, which
as | understand M. Legg's comment, will require another
rat es- adj ust nent process begi nning at the beginning. So
| wonder if we can't arrive at what that val ue | ooks
like that is proactively turned to the rates if the
programis not continued. And | understand the
conpani es' concern, but it feels like a calculation that
coul d be made today and included in the final order.

MR LEGG | believe that we could do that.
To me, the inportant question is is there a body that
can review the analysis and the report and say yes or
no, go forward, or stop? The way the resolution is
witten, it just says you're going to stop and we may
find that it's a great programand it's been very
effective and it's cost-effective, that they found

efficiencies that in the next rate application we woul d
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realize. | don't think we want to say it's just going
to stop until sone deci sion-maki ng body has revi ewed
t hat anal ysi s.

MR. ROSENFIELD: | think that's a question for
the City Attorney here. So presumably if we have
clauses |like we do in A and B, this body can continue to
exi st to exercise those authorities at those tines.

M5. BLITS: W have not done it quite that way
before that | have seen, |ooking back through the
hi storical records, although your experience with this
may go back farther than mne at this point. | think |
need to take a further | ook at that when we have a break

here in a little bit wwth a couple of ny coll eagues.

MR. LEGG | think that we could get the
report done. | think we would have enough data by, say,
Novenmber 1st. | just want to make sure that there's

enough tinme for people to have tinme to review the report
and then tinme to actually start to ranp down on the
conpani es' side and go through the budget process on the
departnent' s side.

M5. YEUNG Was there any other concerns with
t he resol ution?

MR. LEGG Yes. In No. 2, which is on page 3
of 5, this again is the question about does the Rate

Board exist to receive this report. And | would
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recommend that this report be submtted to the nmenbers
of Rate Board either by the date specified, Decenber 31,
2015, or at its next neeting, which nay be sooner than
Decenber 2015. Then | think that you woul d want

| anguage to say that if the Rate Board has not net by
Decenber 31, 2015, that the report would be subnmitted to
you and woul d be considered at its next neeting, because
| don't think -- as | said, | don't think there's a rea
forumfor the Rate Board to consider this report. DPW
could certainly post this report on the Wbsite and
provide it to whonever the Rate Board wanted to direct,
but 1'mnot sure exactly when it could be acted upon is
ny only question.

And | want to nmake sure if you neet sooner you
have the informati on sooner.

MR. CARLIN. | guess in looking at this and
the resolution, | wasn't |ooking for an action on the
speci al reserve fund, rather that information would be
made avail able. And because the fund is no | onger
collecting funds, it's sitting there accunul ating
interest, what is the disposition of those funds. So
when you have the next general rate hearing, you would
actually be addressing those, plus the waste-disposal
agreenment expires in 2016. And so having a plan of

action in the next hearing phase would actually be
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hel pful. So | wasn't |ooking for there was going to be
an action taken on it. M concern was that there should
actually be a report. It should be publicly avail abl e.
It can be submtted to the City Adm nistrator and posted
on their Wbsite. That was the whol e idea.

MR. LEGG And that's fine. | don't have any
problemw th that.

M5. YEUNG Any other coments?

MR ROSENFIELD: [I'min line with that. |
woul d suggest again that to Ms. Wierfel's comments we
can explicitly say in the docunent itself that the

report shall be nade available to the public on the

Vebsi t e.

MR CARLIN | agree.

M5. YEUNG |[It's now 2:30. So we're taking
public cooment. |'mgoing to ask that we take ltens 5,

7, and 8 together. So if there's any public comment on
any of those three itens, could you please cone to the
mc.

Ms. Wierfel.

MS. WUERFEL: Two issues: That 1'd like the
City Attorney to continue reading the 1932 Ordi nance. |
think that it's fairly straightforward. It says the
Board, neaning the Rate Board, shall convene upon cal

of the Chairman, for the other two Menbers; and two
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Menbers shall constitute a quorum |t doesn't say
anyt hi ng about com ng only at the request of objectors.
That's one thing for you to consider, that if the Board
wi sh to convene, it sounds |like they can do so.

The other issue is, if there is sonething that
you decide is rate limting in ternms of not letting the
Board convene, then perhaps you should not let this
Board disband. 1Is there anything in the |aw that says
that this Board cannot remain as convened as we have
today until further notice? And that would then allow a
| egal basis on which to get together again and for the
public to be aware. And certainly we enjoy your conpany
an awful lot, so | eave that out there.

And the last item| want to talk about is in
support of the Director's Report to have a public
nmeeti ng about the | and-use acquisition. | cannot
support that strongly enough. And, again, | would |ove
to have a real process that woul d be possibly including
this Board, if not the Board of Supervisors. As | have
said, these are major decisions. And | don't want them
all wapped up and bundled into the nmess that is these
Rate Board hearings. | think it would be not fair to
Recol ogy to ask themto propose rates that m ght or not
have all of the argunents for paying for land. This has

got to be sorted out first before we contam nate the
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rates wth any of the financial inplications of buying
| and.

So those are ny two conments. And | think
there's an out here one way or the other. Whether you
all like it or not is a different question. Thank you
for your listening to ne.

M5. YEUNG M. Gardiner.

MR. GARDI NER: Thank you for your patience
once agai n.

There's sonmething | overl ooked before that |

want to bring to your attention. Wen | was talking

about the DPWdocunent, recomrending it as an exhibit to

your rate order, | realized a few m nutes ago that,
unless | am m staken, it does not contain sone of the
performance information that | think M. Carlin in
particular was interested in, which is the diversion
fromthe waste stream So | woul d reconmend that you
have sone -- whether it's a citation to the existing

record that you put in your rate order or whether it's
an additional table that DPWcoul d generate -- |
recommend that you have sonet hing about the current
| evel of diversion so that you could conpare part of
t hat success.

The other conmment | wanted to make is in

response -- and |I'mnot sure where the Board stands on
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this -- but I know, Chair Yeung, you suggested that
maybe you shoul d have the default on the abandoned
materials collection programbe a continuation at the
end of the pilot rather than having to reauthorize it.

And | just want to observe that fromthe
standpoi nt of a pilot programthose are usually vi ewed
as havi ng sunset provisions rather than continuing
i ndefinitely. And if the Board does not act for
what ever reason or does not have a ngjority in favor, it
continues indefinitely, which I"mnot sure is within the
spirit of a pilot programwhere you're really trying to
experinment with whether this is a good idea or not for
t he rat epayers.

Thank you.

M5. YEUNG Thank you. Any other coments?
So today we're going to go over the objections and al so
have sonme di scussion around the resolutions. So we're
going to take a 15-mnute recess. W'I| reconvene at
ten till three. Thank you.

(Recess taken from2:36 p.m to 2:52 p.m)

M5. YEUNG Good afternoon. |f we could get
start ed.

Madam City Attorney, in terns of the
resolution there's sone changes. What's your

reconmendat i on?
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M5. BLITS: Thank you, Madam Chair.

Qur suggestion as to the draft resolution on
the topic of the abandoned nmaterials collection program
and the pilot program envisioned by the Board, which is
in the text at the -- towards the bottom of page 2 and
the top of page 3, is the followng: That the Board
determ ne today or in a week or so, when you can
reconvene after DPWand Recol ogy have rerun the nunbers,
t hat the Board determ ne what the return to the
rat epayers' anount would be. If that cones -- if the
Board determ nes that should be the appropriate route
and that what we wite in to the resolution for the tine
being is that, as it says right now, it will expire --
we woul d suggest nodifying the date, instead of Decenber
31st, 2015.

What we have thought about and the Board can
see what you would like to do is the report com ng back
anal yzing data on the diversion fromthe landfill, the
data fromthe pilot program that the report be
subm tted and made publicly avail able by Novenber 1st of
2015; and that this Board reconvene in Decenber --

Novenber or Decenber -- of 2015. You can deci de your

actual sequence to hear and consider that report and

decide at that time, based on the data in that report

about the diversion fromthe landfill and the success of
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t he program whether you think the program shoul d
conti nue or not.

If you decide that the data does not warrant
continuing, then by the terns of the resolution it would
expire. |If you decide that the data warrant
continuation of the program then you would have that
choice witten into your resolution. So you have choice
A and Choice B already witten into the resol ution,

i ncludi ng the anmount that would be turned back to the
rat epayers if the program does not continue. You
probably have to work on the exact date sequence a
little bit nore, but that would be the concept.

So the actual rates and amounts woul d be
already witten into this resolution. It would be just
a matter of hearing the report on the actual data by the
end of 2015 and making a decision at that tinme which
could then be folded -- on which of those choices is
appropri ate based on that data. And the result of that
heari ng woul d then be folded into the regul ar budget
process going forward at the Board of Supervisors for
t he budget that would be effective July 1st, 2016.

M5. YEUNG Any questions?

M. Legg, did you have a comment?

MR LEGG Yes. | wanted to make sure that

the term nation date for the program would be June 30,
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2016, based on that.

MR. ROSENFI ELD: Effective July 1.

MR LEGG And | would want to run the costs
t hrough the rate nodel and have a contingent schedul e,
whi ch we can do in the next day or two. What we woul d
be putting into that rate nodel is the information that
it's in Exhibit 41, which lists all of those costs, |ess
t he $53,000 for parades that we've already renoved and
are going to issue a new rate order based upon. So it's
not -- the only other concern | have about the | anguage
that you're batting around is that it's not returning
funds to ratepayers. It would be issuing a new rate
schedul e that woul d be collecting | ess revenue from
r at epayers.

MR. ROSENFI ELD: Makes sense.

MR. LEGG Then | had one nore conment about
No. 2 which | can nmake now or whenever you're -- this is
M. Carlin's report on the special reserve. And it
starts out that it says to revise rate orders regarding
the special reserve. W really don't have any rate
orders regarding the special reserve. So | wll suggest
just making this a "further resolved" clause. | think
if the Rate Board is resolving that they want this
report by this date, that we shall do so. But we're

not -- we'll be providing that report to you, but we're
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not -- there's nothing in our Director Rate Orders about
this that we would be able to revise.

M5. BLITS: Attached to the orders, as | have
themin nmy binder in any event, there are several
docunents, including the special reserve.

MR. LEGG | believe that they're attached to
the Director's Report and not to the Director's Orders.
The orders are really just here are the rates and here's
t he process for changing the rates through a COLA
mechani sm

M5. BLITS: There's at |east one attachnent
referenced in one of the orders; and | have to | ook back
now and see whi ch one that was.

MR. LEGG Those are procedures for naking
wi thdrawal s fromthe special reserve. So if there are
extraordi nary expenses, those procedures are referenced.
| nmean we coul d change those procedures, but it seens
| i ke a separate issue.

M5. BLITS: Wuld you repeat your suggestion,
pl ease.

MR. ROSENFI ELD:  Dougl as, what | understand
you to be saying in No. 2 is to basically strike the
begi nni ng of that sentence and to basically start with
"no later than Decenber 31st, the City Adm nistrator and

Departnment of Environnent shall prepare a report to the
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Cty Adm nistrator and Refuse Collection and D sposal
Board regardi ng the special reserve fund® and nove that
to a "whereas" cl ause.

MR LEGG Yes. So | would nmake No. 3 No. 2
and | would -- then right below the new No. 2, |'d
wite, "be it further resolved that."

MR. ROSENFI ELD: So the content of the report
remai ns the sane. W continue to have the "not |ater
t han Decenber 31st" date and then we can add a cl ause
t hat says that such report shall be made publicly
avai | abl e.

MR LEGG Right.

M5. YEUNG Any other comrents on the
resol ution?

MR. ROSENFI ELD: M only ot her one, which we
had tal ked about earlier in this process but didn't
bring up on Friday -- or | neglected to bring up on
Friday -- was the issue of urging the Board of
Supervisors to conduct a hearing regarding future | and
purchases to be used for waste processing. And | would
si nply suggest adding that into the same "further
resol ved" clause or requesting that the Board conduct a
heari ng regardi ng the abandoned materials collection
pil ot program

M5. YEUNG Thank you.
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MR. CARLIN. Is that by the sane date certain?

MR. ROSENFI ELD: | think you could use the
sane date certain

MR CARLIN:  Ckay.

M5. YEUNG Any other changes in the
resol ution?

MR, CARLIN  No.

M5. YEUNG M. Ratepayer Advocate.

MR. DEIBLER: Thank you, Madam Chair.

| have two comments. And | would like to also
reserve the opportunity to maybe nake a comment, if
necessary, after your deliberations have finished. But
two conments on the public input process, if | mght.

One is that for mlestone events in the rate
order |ike the DPW abandoned naterials report being
| ssued, the special reserve fund anal ysis bei ng issued,
| appreciate very nmuch the addition of the |anguage
regardi ng the Website; but | suggest taking an
addi ti onal step of meking that notification to the
public nore proactive so that people don't need to be
weekly nonitors of the Website to see if anything has
changed. It's alittle difficult, I think, for nenbers
of the public to do. M understanding is -- and | don't
frankly know for sure whether DPWor DCE use this list.

|"ve been told that the nei ghborhood services naintains
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a list for communicating with all groups --
guot e/ unquot e, groups -- has been vetted and is a
defined process and that Planning Departnent uses that.
Many ot her departnents use that. And that that be used
to provide notice of sone of these key events that woul d
trigger public interest or sonmething conparable. |
don't know in detail what the Departnent of Public
Works' normal outreach effort is and how that parallels
t hat .

Secondly, if | mght, on page 4 of the rate
order regarding the 1932 rate -- the ordinance and the
218 noticing issue and sort of trying to keep those
untangled, 1'd like to suggest first of all that maybe
happen soon. You don't wait two years and then think
about it, but maybe do that soon, sort of figure out
what that noticing nmechani smwould | ook |ike, how it
woul d work, and have sone way to vet that with the
public and sort of test it -- Does this work? Are we
communi cating effectively about these two processes or
not? -- rather than just hoping we are and sending it
out agai n.

Thank you.

M5. YEUNG Any other comrents on the
resol uti on?

So if I could ask us to go back to Chart 2 on
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the objections. The last tine the way we addressed
these topics we grouped A, E, and I. So | just want to
have one nore change for the Board, if there are any
guestions or concerns around those objections. No?

Regardi ng Category B, rate increases, any
guestions or conments? C for Cbjections 4, 5, and 6.
Category D, Qbjection 10. Category F, 14. Category G
H and J for (bjections 15, 16, and 22. Geat. Ckay.

At this time if there are no nore comments
regardi ng either the objections or the resolution, |I'm
going to ask that we continue and ask the Gty Attorney
to facilitate a tine between all three of us for early
next week.

M5. BLITS: |If you could poll your nenbers now
and see if you can agree on a tine and | hope we can
have a room avail able. Maybe two different tinmes, in
case we have conplications getting a room

MR. CARLIN. | could do noon on Tuesday. |
could do 1: 00 on Tuesday. Want to do noon?

M5. YEUNG And now for a room It would be
July 23rd, Tuesday, at noon, and pendi ng confirmtion of
t he room

MR. ROSENFI ELD: The single open issue we're
t al ki ng about havi ng open are these two contingent rate

schedul es and final adoption of those into the
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resol ution.

MR. CARLIN  Correct.

Wl those actually be available to the public
bef ore noon on Tuesday? Can they be?

MR. ROSENFI ELD: Sorry. One additional
contingent schedule on top of the one that we're already

MR. CARLIN. Thank you.

M. Legg, could that information actually be
publicly avail abl e before noon on Tuesday?

MR. LEGG Yes, we can have it publicly
avai |l abl e before then. And | can share it with -- |
woul d share it with the Ratepayer Advocate, the five
objectors, and our mailing |ist of people who've
requested notices about the rate process.

MR. CARLIN. Geat. Thank you. That'd be
great .

M5. YEUNG Ckay. The neeting will be
continued. Thank you.

(The session was adjourned at 3:07 p.m)
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