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Thank you Mr. Vice-Chair and Members of the Committee for your consideration of
Assembly Bill 532—The 2017 PSC Reform Bill.

[ am here to request your support and ensure Wisconsin continue leading the way in
utility regulation by eliminating old and unnecessary statutes, codes and rules.

The PSC solicited input from both staff and stakeholders on how to update and reform
the regulatory process to cut costs and increase efficiency in the Commission’s review of
utility applications and other operations.

The resulting “PSC Reform Bill” is a comprehensive package of technical changes to
streamline agency processes by deleting antiquated statutory language and eliminating
redundant processes within the agency while allowing the PSC to more accurately bill
utilities requiring staff time, to increase certainty and fairness to Wisconsin ratepayers
and utilities.

Reforms include:

1. Statutory changes necessary to implement Red Tape Review.

2. Revision of statute to delete a reference to a Federal Reserve Statistical Report no
longer published.

3. Removal of an unnecessary utility application fee for issuing securities.

4. Assurance that water utilities may not charge ratepayers for advertising that does not
produce a demonstrated, direct and substantial benefit to ratepayers.

5. To correct a drafting error in 2015 Act 391, the bill clarifies shoreline zoning is not

required for utility projects if the Dept. of Natural Resources has issues all required
permits.
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6. Removal of statutory references to legislative reports, and utility reports to PSC, that
are completed and have no ongoing requirement.

7. The bill creates a framework for the Commission to review and rule on proposed
settlements after appropriate input from the affected parties. Wisconsin would join
39 other states that have some form of a settlement framework for the utility
commission to resolve contested issues.

8. Transfer of jurisdictional language associated with the State Energy Office, whose
staff was relocated to PSC under the 2015-17 state budget, from DOA to PSC.

9. Strengthens enforcement measures surrounding State One Call statutes in order to
enhance public safety, the safety of utility infrastructure, the ability to deliver reliable
energy, and comply with new federal Pipeline and Hazardous Material Safety
Administration (PHMSA) rules, effective 2016. All this is accomplished without
changing the standard that requires hand-digging within 18” of a buried facility.

I ask for your support of this legislation and I am happy to take any questions.
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Vice-Chairman Steffen and Members,

Thank you for hearing testimony on Assembly Bill 532, the 2017 Public Service Commission (PSC)
Reform Act, which Representative Kuglitsch and | are introducing at the request of the PSC.

- The commission solicited input from both staff and stakeholders on how to update and reform
the regulatory process to cut costs and increase efficiency. AB 532 is a comprehensive package
of technical changes to streamline agency processes.

Reforms include:

e Removes outdated legislative reports that have been completed

e Updates statutes allowing the State Energy Office to fully operate after being transferred
from DOA to PSC

e Creates a framework for the settlement of contested matters at the PSC by providing
timelines and standards

e Establishes a new framework regarding pipeline safety enforcement that makes
Wisconsin compliant with federal Pipeline and Hazardous Material Safety Administration
(PHMSA) rules, effective 2016

e Removal of an unnecessary utility application fee for issuing securities

e Assurance that water utilities may not charge ratepayers for advertising that does not
produce a verified, direct and substantial benefit to ratepayers

Thank you for your time and consideration.
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Testimony of Ellen Nowak
Chairperson
Public Service Commission of Wisconsin

Chairperson Kuglitsch, and members of the Assembly Committee on Energy and
Utilities, good afternoon and thank you for allowing me to testify on behalf of the Public Service
Commission in support of AB 532. ‘ |

I’ve had the opportunity to meet with some of you and many of you have also met with
my Executive Assistant Bill Jordahl regarding the bill. As you know, I am the Chairperson of
the PSC. The PSC’s mission is to oversee and facilitate the efficient and fair provision of quality

utility services-in-Wisconsin—With-me-is-Attorney-Andrew Cardon;-who serves-in-the Office of:

General Counsel at the PSC and consulted on the drafting of this bill. Andrew is here to assist in

answering questions on the legislation before you today.

As part of the Commission’s ongoing efforts to improve our proéesses and reduce red
tape, I asked our staff how the agency could operate more effectively and efficiently. I am here
today with a number of collaborative proposals from both PSC and stakeholders that seek to
streamline and bring greater consistency to our processes, while at the same time ensuring that

the Commission has 'the tools to get our job done.

Many of the issues we address at the PSC are highly technical, and understanding those
issues requires an investment of time. We appreciate legislators on both sides of the aisle being

willing to make that investment in developing this bill — especially the legislative authors.

Telephone: (608) 266-5481 Fax: (608) 266-3957 ;
Home Page: http://psc.wi.gov ' " E-mail: pscrecs@wisconsin.gov |-
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This bill contains several changes that were identified in this Committee’s Red Tape
Review. First, consistent with the PSC’s presentation to the Committee on April 18th of this
year, we suggest removal of references to several outdated legislative reports and filing
requirements that are completed and have no ongoing re'quir_ement. Everyone here knows the
Legislature often requires reporting on any number of initiatives. However, once those reports
have been completed and the information fully evaluated, the statutes should be modified
accordingly. We have carefully reviewed all the statutes applicable to the PSC and found several
reports that have been completed related to small-scale electric generating facilities and the
impact of horizontal market power on creating a competitive retail electricity market. Both of
these reports weré required to be submitted to the Legislature in the year 2000. There is no

longer a need for a statutory mandate for these reports.

We also identified a provision requiring each investor-owned electric utility to file market

based pricing op_tions no later than March 1, 2000. This filing requirement is more than 17 years

old and all the investor-owned electric utilities now have such market based pricing options.
This bill would eliminate the outdated filing requirement while retaining the ability of utilities to

file these options and retaining the existing standards the PSC uses to approve them.

Another item we suggest removing based on the Red Tape Review is an unnecessary
$1,000 fee investor-owned utilities are required to pay when requestilllgk authoﬁty to issue
securities. This fee is completely unnecessaty as the PSC already has assessment authority to
recover the costs of processing such an application. This reduces costs to utilities and ultimately

the customers who pay for service.

Next, the bill also transfers specific authority on energy related matters from the
Department of Administration to the PSC. Each state has a State Energy Office (SEO). In the
2015-17 session, the Legislature transferred Wisconsin’s State Energy Office from the DOA to
the PSC. However, this was a non-statutory transfer, so while staff came to the PSC, the statutes

enabling them to take various actions were not transferred. We have worked closely with DOA
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on outlining the statutes necessary to realign SEO responsibilities with SEO staff at PSC. This
includes taking actions during energy emergencies, maintaining data for state energy planning,
administering federal energy grants, preparing contingehcy plans for energy shortages, providing
technical energy related assistance to local governments and compiling energy use information
about public schools. There are no change in responsibilities or éuthority with this transfer — this

is merely a change in numbering of the statutes.

The bill also makes nécessary updates to existing 1aws to enable the PSC and utilities to
operate effectively. Under current law, water utilities can increase rates through a simplified
water rate case that allows increases similar to inflationary increases. This is a very efficient
process at the PSC and the entire case is generally completed within 30 days. The statute which
sets the rate of return for simplified water rate cases references a Federal Reserve Statistical
Release on state and local bond rates. However, the Federal Reserve stopped publishing this

report on October 11, 2016. This bill removes the reference to this report while still ensuring the

PSC considers the interest rates for state and local bonds.

This bill also applies consistency in the statues by allowing the PSC to regulate
advertising by water public utilities to the same extent that the PSC regulates advertising by
other public utilities under current law. Under current law, a public utility may not charge its
ratepayers for advertising that does not produce a demonstrated, direct, and substantial benefit
for the ratepayers. For example, think of the “goodwill advertising” and sponsorships you see
from Wisconsin utilities. The PSC ensures that these advertising expenses are not charged to
customers. However, the current deﬁnition of public utility for purposes of advertising does not
include water utilities. This bill updates the definition to ensure a consistent approach is applied

to all utilities.

The PSC also worked with stakeholders on technical clean-ups regarding the standards
for rebuilding transmission lines. Under current law, a utility rebuilding an electric transmission

line with a voltage level below 345 kV is not requited to obtain PSC approval if the rebuilt line is
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operated at the same voltage, the project will not have undue adverse environmental impacts on
aﬁy ne{}v rights-of-way, the project requires less than one-half mile of new rights-of-way and the
centerline is within 60 feet of an existing electric transmission line. This bill retains existing
requirements regarding voltage, environmental impacts and new rights-of-way, but clarifies that
not more than one-half mile of the centerline can be more than 60 feet from the centerline of an

existing transmission line.

~Next, the bill includes a provision providing that the cohstruction and maintenance of a
utility facility is considered to satisfy a shoreland zoning ordinance if the Department of Natural
Resources has issued all required permits or approvals authorizing the construction or
maintenance or, if no such permits or approvals are required, if the construction and maintenance
is conducted in a manner that employs best managemenf practices to infiltrate or otherwise
control storm water runoff from the facility. The PSC reviewed the issue with the DNR, which

did not have concerns with the provision.

The bill also contains language that provides a framework for the process regarding the
settlement of contested matters at the Commission. Thirty-nine states have settlement
procedurés in statute or rule. Placing such a framework in statute prdvides all parties clarity and
transparency with respect to the processes necessary for participation in and fair resolution of |
contested matters. Importantly, this bill maintains existing statutory requirements for approval or
review of contested proceedings — in other words, nothing is diminished with respect to what
parties must demonstrate in order to satisfy the public interest standard or other statutory

requirements for approval of projects.

The last section of the bill is the most substantive and relates to the pipeline safety
requirements in existing law. The PSC and Bill Jordahl, in particular, have spent a great deal of
and effort time on this issue, working with many stakeholders including uﬁlities, excavators and
the Department of Transportation to ensure that the changes included in this bill reflect current

industry best practices, are enforceable, and, most importantly, improve safety.
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Construction projects involving underground facilities can be very con/lplex and
challenging for both utilities and excavators, and this legislation recognizes that complexity.
Underground infrastructure, including natural gas transmission mains, are critical assets for the
delivery of fuels necessary to heat our homes and make our economy function. This legislation |
is intended to ensure that construction projects can be efficiently completed in a timely manner
and at a reasonable cost while still protecting the safety of workers, first responders, and the

public.

For instance, this bill requires excavators to promptly call 911 upon discovering that
flammable, toxic, or corrosive gas or liquid that may endanger life, cause bodily harm, or result
in damage to property has escaped from damaged transmission facilities. It also requires
excavators to periodically dig test holes to locate underground transmission facilities in certain
types of excavations and requires transmission facility owners to mark their facilities in a

reasonable manner, consistent with national standards.

The current mechanism for ensuring safe excavation is through Wisconsin’s Digger’s
Hotline, referred to as the one-call system. This nonprofit organiiation is responsible for
communicating with excavators and utilities to ensure the marking of underground utility
facilities at job sites is expeditiously completed. This bill utilizes the expertise of this
organization to create a process to investigate and resolve complaints between utilities and
excavators regarding whether excavation requirements were satisfied. The bill also creates a
seven-member panel within the one-call organization to address such complaints. The panel
would be composed of a balanced mix of individuals that have on-the- grouhd experience
including: excavators, transmission facility owners, an employee of the one-call system, a
member of a political subdivision, and a person employed as an underground line locator. It is
important to emphasize that the purpose of this panel is to investigate issues and foster greater
compliance. It can recommend addiﬁonal educational courses but does not have enforcement
authority. To that end, compleﬁnts can be dismissed at the request of the person who filed the

complaint or for lack of probable cause.
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When violations of the law do occur, or if the complaint is against a state agency, the
panel can refer complaints to the PSC. I would note that only specific organizations that have
standing in the issue can file complaints. When a complaint is referred to the PSC, the PSC
would investigate the matter tb determine if there is sufficient cause to warrant a hearing. If the
PSC determine there are grounds for a hearing or if the party filing the complaint disputes the
Commission’s initial finding, the PSC would treat the complaint as a contested case under the
state's administrative procedure law. The PSC already uses this same process for many of its

other proceedings.

If the PSC determines a violation has occurred, the bill alloyws the PSC to require
educational courses or assess against a forfeiture of no more than $25,000 for each violation,
with each day of violation constituting a separate violation. While this is significantly less than
the federal limit of more than $200,000 per day, we believe it is sufficient to ensure safe

excavation practices will be followed. The bill also allows the PSC to enter into a consent

agreement, if appropriate. A surcharge on all forfeitures is included, which would help fund a
Damage Prevention Fund, administered by the one-call system, to produce educational courses,
heighten utility damage public awareness, and to promote proper use of the one-call system by

excavators for underground facility location prior to digging.

As I mentioned previously, the PSC has worked extensively with both excavators and
| utilities to carefully review the issue and e_nsure those complying with the law are able to
efficiently complete their projects while putting in place a fair, consistent process to enable
education and, ultimately, enforcement for those who do not follow safe practices. The PSC
believes that these updates to the one-call system are necessary to ensure compliance with
federal standards and most importantly, maintain safety. The PSC respectfully requests the

Committee to support his bill.

Again, thank you for your time and your consideration of these suggested reforms.

~ Andrew, Bill and I are available to answer any questions you may have.
DL: 01593905 | |
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Mr. Chairman, members of the committee, good afternoon. My name is Tom Content, and I am the
Executive Director of the Citizens Utility Board of Wisconsin, or “CUB”. I’m here this afternoon to
outline CUB’s concerns regarding AB 532, specifically the provisions in the bill proposing a regulatory
framework for the evaluation and approval of settlements proposed by utilities in Public Service
Commission dockets.

As many of you know, CUB was created by the Wisconsin legislature in 1979 to give utility ratepayers a
voice before the PSC. CUB has participated in cases before the PSC for the last 35 years representing the
interests of residential and small business ratepayers. -CUB supports proposals by Wisconsin’s utilities
that promote the construction, operation, and maintenance of an adequate, safe, and reliable electric
power system at the lowest possible cost, consistent with sound business principles. CUB employs three
staff members in addition to me -- one utility analyst, one lawyer, and an office manager.

Let me make clear from the start: CUB supports settlements in PSC dockets that result in the fair and
reasonable resolution of issues, and that protect the interests of residential and small business utility
customers. CUB has participated in numerous settlements with utilities and other parties over the years
that meet these standards. I fully expect that CUB will continue to do so in the future, regardless of this
proposed legislation.

There are three things that parties such as CUB must have to evaluate whether a settlement is in
ratepayers’ best interests: first, a reasonable amount of information regarding the issues included in the
proposed settlement; second, a reasonable amount of time to evaluate that information, and third, experts
qualified by education and experience to evaluate the issues germane to the proposal. Information, time,
~ and expertise are especially important in cases where CUB is not a party to the negotiations that result in
the settlement proposed by the utility and settling parties. In fact, it is mainly these non-unanimous
settlement proposals that AB 532 addresses.

AB 532 applies to nearly all PSC dockets and to any kind of utility settlement proposal. This includes a
settlement proposal regarding the rates a utility proposes to charge all customers, including customers
represented by non-settling parties. Rate cases are, in general, the most important and consequential of all
dockets at the PSC. In simplest terms, rate cases determine how much revenue, including how much
profit the utility may collect from its customers, over a period typically spanning two or more years.

The burden of proof lies with the utilities to demonstrate to the PSC that their rate case proposals result in
just and reasonable rates. Consequently, utilities seeking to adjust their rates file an application and
supporting financial, accounting, and other information needed for PSC staff to, among other things, audit
a utility’s request for higher revenues. In addition, the utilities will submit written testimony and respond
to other standard information requests that explain and support every major element of their application.
They also will respond to discovery from intervening parties. In general, this is all information, some of it
confidential in nature, that only the utility possesses.




All this information is generally available to each party in the docket. It is provided in almost all cases,
including cases that are settled in whole or in part early in the proceeding. It is no exaggeration to say
that this information is indispensable to making informed decisions about the utilities’ proposal. And —
that without it -- parties would be flying blind.

Unfortunately, AB 532 codifies a new settlement framework that requires no information exchange, and
provides very little time to non-settling parties. It leaves to the utility’s discretion how much information,
if any, it provides to non-settling parties. In fact, the only thing AB 532 requires the utility to provide is
the settlement agreement itself. And even if a utility voluntarily provides information supporting its
proposal at the time it files a settlement, AB 532 provides non-settling parties just 30 days to evaluate the
proposal. In addition, the default time period is insufficient for parties like CUB to retain outside experts,
as needed.

AB 532 also does not require utilities to respond to requests for information about the settlement from
non-settling parties. And again, even if the utility is required to respond to such requests, the 30-day
deadline would make such a right largely useless, as under PSC practice utilities have 21 days to respond
to requests for information.

Consequently, AB 532 shifts the burden of proof away from the utility to show why a settlement proposal
setting base rates should be adopted. Instead that burden of proof is initially shifted onto non-settling
parties to show -- in 30 days or less -- why it should not be adopted, likely without the benefit of outside
experts, and possibly with little or no information upon which to make their case. Instead of providing a
baseline of information that must be made available to non-settling parties, AB 532 puts the burden on
those parties to file motions with the PSC to obtain needed information and extensions of time.

The stated purpose of AB 532 is to encourage settlements. As written, however, the bill provides no
incentives to utilities to structure settlements that are unanimous. In fact, it may do just the opposite:
actually encourage take-it-or-leave-it settlement proposals, and non-unanimous settlements. In general,
unanimous settlements are not only more legally durable, but are more likely to resolve more issues in a
docket. CUB respectfully proposes that the Committee consider two amendments, contained in
Attachment A to my written statement, that will encourage unanimous settlements by establishing in the
statute: 1) a minimal baseline of information the utility must provide regarding any non-unanimous
settlement proposal, and 2) longer deadlines for non-settling parties to respond. Please note that these
provisions would be applicable only in cases of non-unanimous settlement proposals, and could be
waived by the PSC when good cause is shown. Good cause could include evidence that a non-settling
party was acting unreasonably. Thus, utilities and parties will have incentives to enter into unanimous
settlements for the PSC’s consideration. '

I want to conclude by emphasizing that CUB is not averse to settlements, and expects to continue to
participate in settlements after negotiations that allow for plenty of give and take. The challenge with this
legislation is that it creates a framework that puts the utilities in the driver’s seat. And this new process is
being proposed at a time when Wisconsin is rated as having one of the most utility shareholder-friendly
regulatory structures in the country -- and among the highest electricity rates in the country — making it
one of the least customer-friendly. This proposal should be improved to ensure it doesn’t put utility
customers in a worse position than they already are in today.

On behalf of CUB I want to thank the Committee for the opportunity to be heard today on this important
issue. I’d be glad to answer any questions you may have.

FHHHIHEHE



Attachment A

To the Written Statement of CUB on AB 532

Proposed Amendment #1

196.026 Settlements.
In subsection (4) add the following new paragraph following existing paragraph:

“The service of a non-unanimous settlement agreement may not serve as a substitute for
the standard filings required by the commission in dockets wherein the applicant seeks an
order regarding the reasonableness of its rates. This requirement may be waived by the
commission for good cause shown.”

Proposed Amendment #2

196.026 Settlements.
In subsection (6) make the following underscored insertions:

“Within 30 days of service of a unanimous settlement agreement or 60 days of service of
a non-unanimous settlement agreement under sub. (4), each party to the docket shall
respond in writing by filing and serving on all parties the party’s agreement, objection, or
nonobjection to the settlement agreement. Failure to respond in writing within 30 or 60
days of service, as applicable, unless a different time is set by the commission for good
cause, shall constitute nonobjection to the settlement agreement. A party objecting to a
settlement agreement shall state all objections with particularity and shall specify how the
party would be adversely affected by each provision of the settlement agreement to which
the party objects.” ‘




October 17, 2017

Representative Mike Kuglitsch, Chair
Representative David Steffen, Vice-Chair
Committee Members

Assembly Committee on Energy and Utilities
Room 129 West State Capitol, PO Box 8952
Madison, W1 53708

Dear Chair Kuglitsch,

| am speaking on behalf of the Energy Planning Committee for the Town of Stark in Vernon
County. Our committee has been steadily participating in state and regional, utility energy planning
activities since 2010 having read and digested many PSC dockets and attended many stakeholder
meetings. We have provided extensive written input to American Transmission Company in its ,
annual, 10 year planning process since 2012. We maintain communications with other municipal B
governments that have resulted in more than 120 municipal resolutions to the PSC concerning '
record breaking capital utility spending in our state even as our energy use has flattened and
declined.

Like your committee, ours has only started to consider the potential impacts of this broad
legislation proposal before you. Aside from two general cautions | will describe, we have provided
five questions we urge your committee to ask and resolve before making a decision on this bill;
perhaps there will be opportunity to start this today.

Our first caution: We are concerned about the broadness of the discretionary powers given
to the Public Service Commission in the Settlements Section of this proposed legislation. We are
concerned these expanded discretionary powers would lead to further relaxation of utility
application requirements and PSC review of dockets-- particularly dockets with profound impacts
on gas and electric customer rates and fees-- capital utility spending on power plants and
transmission lines.

In 1998, the last time the legislature granted PSC broader discretionary power under reform
measures, the agency assured that every utility docket considering a new power plant or large
transmission line would provide ratepayers easy to understand, head-to-head cost benefit analysis
of all energy investment options before them-- that is-- not limit public consideration to “supply



side” capital utility spending options. We now know these tend to drive up rates and fees because
they involve, long term high interest debt that customers must pay.

The agency assured us It would continue pre 1998 policy of enabling customers to evaluate
the alternative savings that would come from investing the same millions utilities were asking for,
instead, on energy efficiency, modern load management and developing home, business and local
power resources such as rooftop and community solar.

Under expanded discretion allowed in 1998, no cost-benefit analysis recognized by the PSC
has provided these comparisons. All of the incomplete analysis recognized by the Commissioners
has assumed that the proposed power plant or transmission line would be built and paid for under
all circumstances. As a result, all energy spending options are not being allowed to fairly compete
for our dollars.

Our second caution: Removing or further relaxing PSC review and required CPCN
certification for transmission rebuild projects under sections 45-48 would eliminate the primary
opportunity for the same, lower cost, non-capital utility alternatives to compete.

Over recent years, a very significant majority of the $3-5 billion in transmission and
substation construction costs projected over ten years by ATC are “re-build” projects that would be
affected by this legislation. Across the US, 40-70 year old transmission facilities are coming up for
evaluation with two paths to consider: The state can either permit a complete rebuild of each
facility sending more customer dollars into high interest long term capital debt or, do what other
states are doing now that future demand is virtually flat, make diversified energy improvements
sequentially, only as needed.

Wisconsin must retain full PSC certification review process in order to so this. It can require
transmission builders to identify just the vulnerable components like weathered poles. instead
permitting replacement of very costly transformers and other substation equipment, cost-benefit
analysis can reveal that the lifespan and the reliability of substations can be addressed with much
less costly solutions such as solar and load management that removes load from existing
equipment.

On its own, Dairyland Power Cooperative is already adding solar support at twelve aging
substations, but this is not happening where PSC review process is involved. These solutions where
grandmothers invest in community solar panels instead of utility capital can be enjoyed in hundreds
of communities and sections of cities across Wisconsin. But the state will not even investigate this
direction if we stop evaluating “rebuild” projects by removing them from PSC review and
certification, as proposed by this legislation.

We urge you to ask the below questions and look forward to reviewing the answers with
your committee:

1. What are the goals of this reform? In terms of utility and customer interests and
accountability, describe the PSC functions that are not presently working well that require
this legislation.




2. Explain how these reform changes will encourage state energy-related business
development on all scales, send ratepayer dollars back into local communities and hold

down rate and fee increases?

3. Does the legislation increase protections for electricity, gas, and water customers and if so,
how?

4. Is there any way this legislation could allow utility applicants to provide less information
and ratepayer accountability in utility applications for power plants and high and low
voltage transmission lines at any stages of application and review process?

5. If this reform legislation is not designed to improve evaluation of alternative investments
in energy efficiency, modern load management and development of local power resources
in cases where utilities are posing new power plants and rebuilt or new transmission lines,

please explain why.

Sincerely,

T Damestn.

Rob Danielson, Secretary

Energy Planning & information Committee [EPIC]
Town of Stark, Vernon County

$3897 Plum Run Road

La Farge, WI 54639

type@mwt.net 608-625-4949




