PUBLIC WORKS AND UTILITIES COMMITTEE

12-0186R

RESOLUTION AMENDING RESOLUTION NOS. 11-0325 AND 11-0326,
MODIFICATION OF THE RATE STRUCTURES FOR THE NORTHERN
EXPANSION AREA AND FOND DU LAC EXPANSION AREA FOR THE
EXPANSION OF NATURAL GAS SERVICE, MODIFYING THE FAIR
SHARE PAY-OFF AMOUNT.

CITY PROPOSAL:

RESOLVED, that the rate structure. for the “Northern Expansion Area”
approved as Public Document No. 11-0627-23 pursuant to Resolution 11-0325 and for
the “Fond du Lac Expansion Area approved as Public Document No. 11-0627-24
pursuant to Resolution 11-0326 be amended by amending Paragraph 1. E. of both

said structures as follows:

Fair Share Pay—off Amount: shall mean Four Thousand Dollars ($4,000)
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STATEMENT OF PURPOSE: The purpose of this resolution is to request that the City
Council amend the rates structures approved for the Northern Tier Expansion Area
and the Fond du Lac Expansion Area to provide that the Fair Share Pay-off Amount
provided for in the rate structure be established as a fixed amount.

As originally envisioned, the cost of expanding service into the Northern Tier
Area and the Fond du Lac Area was to be primarily paid through the approved two-
tier system under which a higher rate for gas service would be paid over a term
of years to cover the capital costs of the extensions. The Fair Share Pay-off
Amount was intended to address a relatively few number of instances where a party
wanted or needed to pay off their “fair share” of those costs up-front.

Upon gaining experience with the extensions, it became apparent that the Fair
Share Pay-off Amounts provided for in the rate structures did not in fact
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represent the actual fair share cost of the extensions. In some cases, gas mains
needed to be extended for a substantial distance before reaching the benefitting
customer base. The result is that the rest of the gas customers in the City were
forced to subsidize the users in the Expansion Areas, increasing the cost of gas
service system-wide.



