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On Page 16 of the Audit Report pertnining 1o "Additional Faxes and Licenses”, the
regulatory assessment fees of $1,782.00 are based on "billed" fees totaling $39.600.00 for 1996
(4.5% of gross fees is the $1,782.00). However, the PPOA refused 1o pay this amowt and we
were previously advised by Jacqueline Gilchrist with the PSC that we would only pay a
regulatory fee on receipts after PWS was notified it had to file an application for centification
was filed, to wit: July 22, 1996. It should be noted that no money was received from the PPOA
until December, 1996. The total amount of revenues from customers in 1996 was $27.370.03, of
which approximately $25,570.03 was received after July 22, 1996.

The personal property taxes were paid on January 24, 1997 by check No. 1303.  The
actual paid was $1,314.72, so this should be reflected in the entry. The entry should be as
follows:

Debi credi
Regulatory assessment fees $1,782.00
Personal Property Taxes $1.314.72
Accounts Payable $3.096.72

AUDIT DISCLOSURE NO. 1

Audit Disclosure No. 1 on Page 17 addresses the issuc of the Land. The Audit relies
upon the title search that was done by the ’POA and does include an independent title seorch.
Assuming arguendo, that the land on which the water plant is iocated belongs 100% to the
PPUA, then PWS has still satisfied its duty to provide a suilable legal interest in the subject land
upon which the plant is located since it is the assignee of a written easement that runs with the
land in perpetuity.

Administrative Rule 25-30.034(e) provides that the utility must show that its is either the
owner of the land, has a long-term lease of the land, or has some other type of legal interest in the
land which would provide for continuous use. It also provides: '"'The Commission may
consider a written easement or other cost-effective alternative.” In this case. PWS has a
writlen casement that runs with the land.  Accordingly, its interest with an easement 15 superior
to u 99-yeur lease since it lasts forever.

Reference 1s made to Order No. 13796, Docket 857558-WS, issued on October 22, 1984,
A review of that Order indicates that in that case, the utility had no interest in the land
whatsoever and had not demonstrated that it had 1oe abdity w prode continuous future service
on the land. The statement that "a 99-year lease or 'onger is required” seems to go beyond the
facts and conciusions of that Order and 1s expressly contrary to the written text of 25-30.034.
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Plcase contact me should you have any questions regarding the above,
Very truly yours,
D JAS HOREYNOLDS
DHR:pd|

ce: Ms. Kathy Johnson, Legal Dept.
Ms. Hillary Kemp, SARC Staff
Ms. Emma Phister. C.P.A.
Point Water & Sewer



