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He: Docket No. 980483 - WU, Lake Util•tY Sorvicou, In~ . 

Allowance tor Funde Prudently Invootod (Ill-' PI) 
Hoy 12 Agenda ConCeroocc, Itpm 24 
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The Staff Reco~~ondation Cor Item 24 oC the Agenda conroroncc 
ocheduled Cor Moy 12 hos boon received and reviewed by tho utility. 

After tho u~ility•s lengthy corrocpondonce on two occaciono 
rcoponding to StoC! inquiries, St o!C now oqreeo that tho utility 
properly c olloctod AFPI !rom tho additional oervice arcn. It also 
acknowledges in tho Staff Recommendation that tho rovicod tAri!fc 
~ reference AFPI for Crescent Day and tho additional territory, 
but that it "wao AD oversight during the staff approving process " 
for tho IlPPI to bo modo opplicoblo to tho additional Lorritory. 
Tho only remaininq Starr concern appears to be whethel tho utility 
properly or improperly collected AFPI ror more than lOG ERCs. 

It is still tho Utllity•s opinion that Star! io incorrectly 
interpreting tho tariff and tho Commiooion•s practice. Whon a now 
territory is added t o an exicting corti!lcatod service oren, 1t has 
boon Commission practice to mako All oC tho exictinq •·ate:; "nd 
chnrges appl icoblo to tho new orotl. Thlt. h"" I>.: on the prnctico 

ACK ---oven though it io recognized thot tho 01ddit~on oC tho no•.-1 t o1 ritory 
AF~ ---mny well hove an impact on the coot ot ocrvlcc and ~ho rcsultinq 
APr ___ rates ond chorqos. Tho reasons tor taking this approach hove been 

to allow o utility to oxpoditioudy servo the now aroo and to 
cAr - --ppootpono any spociCic ond tactual nnalycic oC rates and chorqos 

(and tho cost associated with such analysis) unt1l tho next Cull 
CMU - --:rate coso. To our knowlodqe, thio io a lonq-ctanding practice, 
CTR t hat, import oct a s 1 t may be, has worked well, nnd hns !H\VO.J 

EAG substantial dol lars in rate case expense which 01 h•'nll Se> would be 
posood on to tho cuotomers. 

L(G ---
1111 _ Thin Commlosion proctice rocoqnizos tho.t tllo monLhly rntec ond 

tho AFPI charqos qo hood in hood. Tho Jllonthly raton oro designed 
OP ---ttoo cover the cost s ossociotcd with used ond useCul !acllitios, ond 
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the AFPI charges are designed to recover coste associated •ith non
used facilities. They arc two sides of t ho came coin . However, 
the staff's recommendation is for the commission to address the two 
sides differently . It t hwarts the Commission's purpose .and 
practice aimed at postponing tho expense of economic analysis .and 
development of roviced rates on( charges until tho next rotc case . 
;,nd in this case, Staff is recommending that the Commiosion do co 
retroactively. 

Since tho time tho additional territory was approved and the 
tariff charges were approved and made applicable to that now 
terri tory, tho utility has relied on t ho revenue t'ror.s monthly 
charges to customers and the AFPI revenue Crom now hookups. IC tho 
utility is required to ref und a portion of the AFPI charges, it 
does not have thu option of retroactively applying for a chango in 
rates to existing customers to make up for that shortfall. Tho 
utility does not have any objection to modifying its collection or 
AFPI on a going forward basis. 

In ract , tho utility has iuct completed a <ate case Cor the 
entire service area and is awaiting a PAA P,t der. Revised tariff 
shoots have boon submitted to tho commission !or approval or now 
AfPI charqcs. [Soe Docket 1/o. 9604<4-WU, PM order tzo. r>SC-97-
0SJl-fOf- WU, and correspondence doted April 8, 1998, with proposed 
tariff shoots from Mr . Richerd 0. Melc:on to Mr. Charles IL Hill.] 

Aftor extensive onalysic:, the utility stronqly believes that 
itc interpretation of the tarifCc is correct . In addition to the 
tariffs attached to the Starr Recommendation, correspondence and 
exhibits reflect tho extensive research and the basis Cor the 
utility ' s position in this matter. It is tho utility ' s hope that 
a full hearing can be avoided by focusing on this matter now. 

cc: Commissioner Julia L. Johnson 
Commissioner Joe A. Garcia 
commissioner J. Torry Deacon 
Commissioner susan F. Clark 
Commissioner E. Loon Jacobs 
Ms. Shannon J. Austin 
Mr. 11arY. Kramer 
Mr. frank Seidman 

Sincarely yours, 

;kg~~ 
Don E. Girtman 
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