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PETITION FOR ACCOUNTING ORDER




THIS PETITION is filed by and on behalf of Rainier View Water Co., Inc. (“Rainier View”) for an Accounting Order.  The purpose of this Petition is to allow Rainier View to enter into a program and agreement with the Lakewood Water District to purchase water on a wholesale basis from the Lakewood Water District for delivery to customers of Rainier View.  This Petition further seeks Commission approval for the book entries for the assets acquired under the agreement with the Lakewood Water District and new assets related to the agreement with Lakewood Water District and establish the useful life of the assets for regulatory accounting purposes.

I. PETITION


1.
Rainier View offers water service in thirty one water systems, primarily in Pierce County, Washington.  The majority of its operations are concentrated in one system called the Southwood/Sound Water System (“Southwood System”) in southern Pierce County.  The Southwood System draws its water from the Clover Creek Water Basin.  For some time now, and for the foreseeable future, the Department of Ecology has not issued, is not issuing and will not issue additional water rights to draw water from the Clover Creek Water Basin.

2.
The Lakewood Water District has recently approved a program where it will sell water on a wholesale basis to other water purveyors within Pierce County on long term firm commitment contracts.  A copy of the Agreement between Lakewood Water District and Rainier View is attached as Exhibit 1.


3.
Rainier View currently is committed to provide service for the maximum authorized equivalent residential units (ERUs) allowed under the issued water rights currently issued to Rainier View for the Southwood System, either to persons already receiving service or under written agreements to persons to receive service in the future.  Rainier View has no realistic opportunity to acquire additional water rights for the Southwood System.

4.
In Docket No. UW-020827, Rainier View petitioned for and received an Accounting Order related to the purchase of wholesale water from the City of Tacoma.  In this Petition for Accounting Order, Rainier View seeks similar, although not identical, treatment of the purchase of wholesale water from Lakewood Water District.  The reason for the differences between the prior petition and this Petition is because the manner in which the two purchases are structured.  There are some differences between the City of Tacoma purchase and the purchase from Lakewood Water District.  The City of Tacoma purchase involved an up-front payment for capacity.  Under the Lakewood Water District Agreement, the capacity is purchased over time.  

5.
There are four components of the transaction with Lakewood Water District.  The first element is payment of a share of a transmission pipeline that will be built from Lakewood Water District’s current facilities to a point where interconnection can be made with the City of Tacoma and others that would allow “wheeling” of water for transmission to Rainier View (the “Shared Main”).  The second component is the actual payment of charges on a monthly basis to Lakewood Water District.  The third is the wheeling agreement with the City of Tacoma, a copy of which is attached as Exhibit 2.  The fourth component is the possible construction of a transmission main from Rainier View’s existing facilities to interconnect directly with the Lakewood Water District at or near its point of interconnection with the City of Tacoma (the “RV Main”).

6.
As to the first component, it is currently estimated that Rainier View’s portion of the construction of the Shared Main is approximately two million dollars ($2,000,000.00).  Rainier View has sufficient funds available to it from its Supplemental Developer’s Fee to fund this project.  Therefore, Rainier View proposes that the project be booked as plant-in-service, with payment being booked as contribution in aid of construction (“CIAC”), with a net effect on rate base of zero and the plant being immediately written off, with the plant being considered fully depreciated and the CIAC related to that plant being booked as fully amortized.

7.
The second component is the monthly charge.  There are two elements to the charge.  The first element is purchase of capacity.  Up until the time Rainier View actually starts to draw water, the charge is for a capacity purchase at one hundred thirty-two thousand six hundred thirty dollars ($132,630.00) per year for the two million gallons of capacity purchased under the agreement.  The amount of this charge is stated in 2009 dollars and is expected to increase slightly each year.  See, letter from Lakewood Water District attached as Exhibit 3.  Based on the current projections, Rainier View believes that it has sufficient revenue coming to it in the form of committed arrangements in the Supplemental Developer’s Fee to pay for this capacity for the next several years.  Therefore, to the extent the capacity is paid for with monies raised through the Supplemental Developer’s Fee, Rainier View proposes that the capacity payments be booked as plant-in-service, with offsetting CIAC, and the plant be written off as fully depreciated and the related CIAC treated as fully amortized each year.  This should have no effect on rate base and thus no effect on current ratepayers.  The second element is usage.  Once water is to be drawn under the Lakewood agreement, the monthly charge changes to reflect the use of water.  There will be corresponding changes in the usage rate over time as Lakewood brings on new plant and operating costs increase.  To the extent that the capacity component of the monthly charges continue to be funded through the Supplemental Developer’s Fee, then the corresponding treatment as outlined above should hold.  The amount related to usage should be treated as an operating expense.  If there are payments of Lakewood Water District for the capacity charge that are not funded by the Supplemental Developer’s Fee, then those amounts should be treated as additions to plant-in-service without offsetting contribution in aid of construction.
8.
The third component of the agreement with Lakewood Water District is the wheeling agreement with the City of Tacoma.  See, Exhibit 2.  After the Shared Main is constructed, there will be an intertie with the City of Tacoma, and Rainier View can draw water through that intertie.  One condition that the City of Tacoma has placed on the wheeling agreement is that Rainier View first purchase its full capacity under the prior agreement with the City of Tacoma.  In the long run, this is disadvantageous given the higher price that the City of Tacoma charges for the consumption of water compared to that charged by Lakewood Water District.  However, in the short run, this provides the only feasible alternative to have the water available for Rainier View’s customers.
9.
The fourth component of the Lakewood Water District is the possible extension of a main from Rainier View’s Southwood System to a point of interconnection with Lakewood Water District.  This RV Main is estimated to be approximately seven miles in length.  In current costs, the RV Main is estimated to cost just over seven million dollars.  It is projected that a revised Supplemental Developer’s Fee will fund a portion of the project.  Another portion of the project will be investor financed.  Exhibit 4, attached, shows the basis of the revised Supplemental Developer’s Fee.  Rainier View proposes that this portion of the project be booked according to normal plant-in-service, CIAC and investor-owned plant principles.  However, once more is known, it is contemplated that a supplemental application may be submitted related to this portion of the project.


10.
Rainier View is concerned that existing customers not be unduly burdened by the costs of expansion and procuring additional water capacity to satisfy new demand.  On the other hand, the existing customers benefit from adding additional customers to the customer base by continuing to obtain the efficiencies and economies of scope and scale.  Given the additional costs that Rainier View can foresee for additional treatment and testing, there will be a benefit to existing customers if the customer base is expanded.  Rainier View believes that the accounting treatment set forth in this Petition is fair to both current and future customers.
II. RELIEF SOUGHT


Based upon the foregoing, Rainier View respectfully requests that the Commission issue an accounting order allowing Rainier View to acquire the assets represented by the agreement with the Lakewood Water District as set forth in this Petition.  The capacity that is acquired would not be reflected for regulatory rate making purposes in the books of Rainier View, except insofar as Rainier View itself purchases a portion of those assets through debt or equity.  The financing for the assets would come through developer financing in the form of an increased Supplemental Developer’s Fee, calculated as set out on Exhibit 4.  The assets would not be used for determining rates related to Rainier View’s service to its customers (except the portion, if any, acquired by Rainier View through its own investment by debt or equity financing).  The expenses charged by the Lakewood Water District for actual water usage would be a part of the 
operating expense of Rainier View.  This approach, if adopted, would be subject to review upon 
the motion of the Commission or upon petition by Rainier View.


Respectfully submitted this 10th day of November, 2009.






RICHARD A. FINNIGAN, WSBA No. 6443

Attorney for Rainier View Water Co., Inc.
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