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when Plant in Service is funded with HUF's which are Contributions in Aid of Construction 
("CIA@?, the Rate Base is artificially reduced in relation to the total plant. This could result in a 
temporary "bubble" and what may appear to be an inappropriate rate. 

However, with the success of the referenced Master Planned Communities, the Company 
has financed during 2006, and will finance for 2007, Backbone Plant additions with not only 
HUF's, but also with owner's equity. This plan is consistent with both the Company's and 
Commission's intent and desire, at the formation of the Company, and the establishment of the 
initial rates of the Company. At inception, the Commission authorized a HUF level that 
recovered approximately 60% of the cost of the Backbone Plant, with the remainder to be funded 
by owner's equity. The Company believes this is still an appropriate capital structure in the 
long-term, but a "snapshot" of the Company's capital structure at year-end 2006 will show a 
much higher ratio of plant funded by Advances and Contributions. 

The Company estimates that equity funding during 2006 will be about $1 6 million, with 
the 2007 equity infusion of the same approximate magnitude. Substantial additional equity 
funding will be needed for the foreseeable future, although at a lesser annual percentage of the 
capital structure. HUF's will still be needed for future plant additions to keep equity investment 
and the resultant rate levels appropriate. 

To assure the availability of those additional equity investments, and to maintain rate 
stability for its customers, the Company believes utilizing a 2007 Test Year will provide a better 
representation of the Company's Plant in Service, capital structure, rate base and customer 
levels, all resulting in rates that can remain in effect longer than a volatile rate driven by the 
phenomena of Advances and Contributions. 

Therefore, the Company is requesting that the Commission issue a Procedural Order 
revising the Test Year to December 3 1,2007, and extending the filing date to March 1,2008. 

The Company appreciates the Commissions consideration in this matter and would like 
the opportunity to meet with staff and present our position. 

Managing Member 

cc: Brian McNeil 
Judge Dwight Nodes 
Utilities Division 
Legal Division 


