BEFORE THE WASHINGTON
UTILITIES AND TRANSPORTATION COMMISSION

In the Matter of

WASHINGTON WATER SERVICE DOCKET UW-
COMPANY,
. . WASHINGTON WATER SERVICE
Petition for an Order Approving Deferral of COMPANY’S PETITION FOR

Costs Associated with Developing a ACCOUNTING ORDER
Comprehensive Service Line Inventory

Required by 40 C.F.R. Parts 141 and 142.

I. INTRODUCTION

Pursuant to WAC 480-07-370(3), Washington Water Service Company (“Washington
Water” or “Company”) petitions the Washington Utilities and Transportation Commission
(“Commission”) for an order authorizing the Company to defer from the date of October 1, 2025
through December 1, 2027, costs associated with developing a comprehensive service line
inventory, as required by the United States Environmental Protection Agency’s (“EPA”) Lead and
Copper Rule Revisions (“LCRR”).! Washington Water seeks deferral of these costs to track and
preserve them for later ratemaking treatment and for the benefit of customers.

I1. BACKGROUND

Washington Water is a water utility and a public service company doing business in the
State of Washington under RCW 80.04.010 and is subject to the regulatory authority and
jurisdiction of the Commission as to its rates, service, facilities, and practices. The Company’s

principal place of business is 14519 Peacock Hill Avenue, Gig Harbor, Washington 98335.

"'EPA National Primary Drinking Water Regulations for Lead and Copper: Improvements, 89 Fed. Reg. 86418
(Oct. 30, 2024) (codified at 40 C.F.R. Parts 141 and 142 (2024)).
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Please direct all communications regarding this petition to the following individuals:

Gregory D. Shimansky Matt Brown

California Water Service Group Washington Water Service Company
1720 North First Street P.O. Box 336

San Jose, CA 95112 Gig Harbor, WA 98335

Telephone: (408) 367-8308 x78308 Telephone: (877) 408-4060

Email: gshimansky@calwater.com Email: mbrown@wawater.com

The name and address of the Company's attorney for this proceeding is as follows:

Jocelyn C. Pease

McDowell Rackner Gibson PC
419 SW 11th Avenue, Suite 400
Portland, OR 97205

Telephone: (503) 290-3620
Email: jocelyn@mrg-law.com

I11. LEGAL AUTHORITY

The Commission has authority under RCW 80.04.010 to regulate, among other matters,
the rate and accounts of public service companies, including water companies. Under
WAC 480-07-370(3)(b), public service companies may file petitions requesting relief, including
petitions requesting authorization for deferred accounting treatment of costs incurred by the
3

Company.? The Commission grants petitions for deferred accounting for “good cause shown.”

IV. FACTUAL BACKGROUND

This petition requests deferred accounting treatment for the costs associated with planning
and developing a comprehensive service line inventory required by the EPA’s LCRR. Effective in
2024, the EPA added requirements to its National Primary Drinking Water Regulations for Lead

and Copper. In addition to requirements already in place for creating an initial inventory of service

2 E.g., In re the Petition of Wash. Water Serv. Co. For An Acct. Ord. Authorizing Deferred Acct. Treatment for Testing
and Mitigation of Per and Polyfluoroalkyl (PFAS) Substances, Docket UW-230645, Order 01, Granting Accounting
Petition 99 1, 4, 11 (Sep. 14, 2023) (approving Washington Water’s August 8, 2023, petition for deferred accounting
for PFAS-related costs for the period January 1, 2023 to December 31, 2026).

3 See, e.g., id. § 11; In re the Petition of Wash. Water Serv. Co. For An Acct. Ord. To Defer Severe Weather
Expenditures, Docket UW-072431, Order 01, Order Granting Accounting Petition § 12 (May 15, 2008).
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lines, under the 2024 update, water systems are required to make their inventories publicly
available, use a validation process to make sure inventories are accurate, and track lead connectors
and replace them as encountered.*

In the cover letter introducing Washington Water’s September 25, 2025, general rate case
filing in Docket UW-250739, the Company requested authorization to establish a regulatory asset
to track and eventually recover these costs.’ The Company included this request in its general rate
case filing for two reasons: (1) the Company expected that it would be more streamlined and less
burdensome to the Commission to include the request with its pending rate case filing, and
(2) based on its recent experience with the general rate case proceeding for the Stroh’s water
system in Docket UW-250186, the Company had expected that the rate case filing would be
resolved before Q1 2026, when the Company incurred most of the expense associated with the
request. The Company’s request is also discussed in the testimony filed on March 3, 2026, in
Docket UW-250739.°

By the Company’s September 25, 2025, cover letter and the discussion therein, the
Company intended to request that the Commission authorize the Company to defer costs associated
with LCRR compliance. However, with this filing, the Company is removing its request for
deferred accounting from that docket and is instead initiating a new proceeding for the
Commission to review the Company’s request for authorization to defer these costs.

Since October 1, 2025, the Company has already incurred the bulk of the expense

associated with the Company’s request. That is to say, the majority of the field verification work

4 See 89 Fed. Reg. 86418, Supplementary Information, Locating Legacy Lead Pipes (available at: https://www.feder
alregister.gov/d/2024-23549/p-78).

5 Wash. Utils. & Transp. Comm’n v. Wash. Water Serv. Co., Docket UW-250739, Washington Water’s Initial Filing,
Cover Letter at 6-7 (Sep. 25, 2025).

¢ Docket UW-250739, Direct Testimony of Gregory D. Shimansky, Exhibit GDS-1T at 20-22 (filed Mar. 2, 2026)
(discussing the Company’s request for deferred accounting treatment of costs associated with a comprehensive service
line inventory to comply with the LCRR).
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has been completed, though there still remains some administrative work to process and publish
the data for the EPA. The Company anticipates incurring an additional approximately $100,000
between 2026 and 2027 specifically to complete this project.

V. REASONS FOR DEFERRAL

The LCRR creates new mandatory compliance requirements for the Company, including
completing extensive data gathering, field verification, public outreach, and coordination with
customers. Those activities are all necessary to achieve regulatory compliance, to create a
foundation for future lead service line replacements, and most importantly, to ensure long-term
public health benefits and value to the Company’s customers. These costs would be incurred not
as a part of Washington Water’s routine operations but instead as nondiscretionary costs for the
purpose of complying with a federal regulatory mandate intended to identify and mitigate lead
exposure risks in drinking water systems. Importantly, these critical and mandated actions may not
be recoverable absent authorization of deferred accounting.

VI ESTIMATED AMOUNTS SUBJECT TO DEFERRAL

Washington Water estimates the costs to be approximately $2 million over the 2025-2027
horizon for the inventory of 3,319 service lines. This amount is made up of primarily contractor
expenses for the field verification work needed to manage the volume of services in a timely
manner. To a lesser degree, consulting fees and some office work are also included in the
projection.

VII. PROPOSED ACCOUNTING

During the deferral period, Washington Water proposes the costs will be deferred to a
general ledger account using a specific product code for tracking these expenses. The Company
requests that it be allowed to accrue interest on the unamortized balance at the prime rate plus two

percent interest, consistent with the Commission’s approach in Washington Water’s two most
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recent deferrals.” The Company will address ratemaking treatment of these costs in a future filing
or general rate case.

VIII. TIMING CONSIDERATIONS

As noted above, the Company is requesting that the deferral period begin on October 1,
2025. The Company provided notice of its request in its cover letter accompanying its rate case
filing on September 25, 2025, in Docket UW-250739. The Company understands that the
Commission’s precedent on setting the beginning date of a deferral period is mixed. The
Commission has explained that in considering the timing for an accounting petition, there are not
the same notice issues as in a request for a rate change, because the deferral does not result in a
change to current rates.® In some circumstances, the Commission has strictly followed a policy
that deferrals must begin on or after the date a petition is filed.® In other circumstances, the
Commission has taken a more flexible approach by authorizing deferred accounting treatment
beginning on a requested date prior to the date the petition for such authorization is filed.

For example, on August 8, 2023, Washington Water filed a petition for an accounting order
authorizing deferred accounting treatment, beginning January 1, 2023, for costs incurred to test for
and mitigate per- and polyfluoroalkyl substances, or PFAS.!® The Commission authorized that

deferral, beginning on the requested date.!! This example is particularly relevant here, as it is the

" Docket UW-230645, Order 01, Granting Accounting Petition Y 4; Wash. Utils. & Transp. Comm’n v. Wash. Water
Serv. Co., Docket UW-230236, Order 01 § 20 (Aug. 18, 2023); see also Docket UW-230236, Petition at 3 (July 18,
2023) (requesting “prime rate plus 2% interest” for the deferred costs).

8 See In re the Petition of PacifiCorp d/b/a Pac. Power & Light Co. For an Acct. Ord. Authorizing Deferral of Excess
Net Power Costs, Docket UE-020417, Third Supplemental Order, Order Regarding Scope of Proceeding and
Threshold Legal Issues 9 25-26 (Sep. 27, 2002) (explaining that the Commission can permit the deferral accounting
to being on a date prior to the date of the Commission order granting such authority because granting the petition “has
no impact on current rates or current ratepayers” and thus does not implicate the prohibition on retroactive
ratemaking).

9 See Wash. Utils. & Transp. Comm’n v. Cascade Nat. Gas Corp., Docket UG-220198, Order 03, Rejecting Tariff
Revisions § 14 (Jan. 23, 2023) (“[T]The Commission only authorizes deferrals on a going-forward basis from the date
an accounting petition is filed[.]”).

19 Docket UW-230645, Order 01, Granting Accounting Petition 9 1, 4, 11.

d q1.

UW- — Washington Water Service Company’s Petition for Accounting Order 5



14.

15.

16.

most recent example with which the Company is familiar and involves a deferral period beginning
over seven months before the Company filed its petition in that proceeding.

In another case, Olympic Water and Sewer, Inc. (“Olympic”) filed a petition on March 7,
2011, requesting approval for deferred accounting treatment, beginning January 1, 2009, of costs
associated with drilling and contamination remediation of one of Olympic’s wells, and the

Commission also approved that request. '

This is an example of the deferral period predating the
filing of the Petition by over two years.

In this case, Washington Water respectfully requests the Commission employ similar
flexibility to authorize deferred accounting treatment of costs that the Company incurred to meet
a federal mandate and, similar to the costs in each of the two cases discussed above, to benefit the
health and safety of the Company’s customers. Regardless of the form and timing of the filing

relative to the completion of the work, it is important that the Commission allow companies to

recover costs for compliance with water quality mandates.

IX. CONCLUSION

For the foregoing reasons, the Company respectfully requests that the Commission
authorize the Company to defer the costs associated with planning and developing a
comprehensive service line inventory as required by the EPA’s LCRR beginning October 1, 2025
through December 31, 2027. The Company will address ratemaking treatment of these costs in a
future filing or general rate case.

11

1

12 Wash. Utils. & Transp. Comm’n v. Olympic Water and Sewer, Inc., Docket UW-110436, Order 02, Order
Dismissing Complaint and Order Suspending Tariff; Allowing Revised Rates to become Effective; Allowing Deferral
of Well No. 17 Drilling Cost q 1, 4, 22 (Mar. 27, 2014); see also Docket UW-110436, Initial Filing, Petition for
Accounting Order at 2 (Mar. 7, 2011).

UW- — Washington Water Service Company’s Petition for Accounting Order 6



Respectfully submitted this 29th day of April 2026.

McDOWELL RACKNER GIBSON PC

/\’Qy)\w?é@e—»/

&%y@. Pease, WSBA No. 50266
owell Rackner Gibson PC

419 SW 11th Ave, Suite 400
Portland, OR 97205

Telephone: (503) 290-3620

Email: jocelyn@mrg-law.com

Attorney for Washington Water Service
Company
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