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Q.
PLEASE STATE YOUR NAME AND PROVIDE YOUR BUSINESS 
ADDRESS FOR THE RECORD.
A.
My name is Kirk Rathbun.  My address is 8428 W Gage Blvd Ste E, Kennewick WA 99336.
Q.
WHAT IS YOUR RELATIONSHIP TO SUMMIT VIEW WATER WORKS, LLC?

A. I am a member of SVWW.  That means I am also one of the owners of SVWW.
Q. WHAT IS THE PURPOSE OF THE FILING IN THIS DOCKET?
A. The purpose of the filing in this docket is to increase revenues from irrigation service and to establish a new rate design.  Copies of the tariff pages that were filed with the Commission are attached as Exhibit ____ (KR-2).  
Q.
DID THE COMPANY FILE WORK PAPERS IN THIS MATTER?
A.
Yes.  Those are attached, other than the Depreciation Schedule and Results of Operation Schedule, as Exhibit ____ (KR-3).  The Results of Operations Schedule is Exhibit ____ (KR-4).  
Q.
WHAT WAS THE COMPANY'S OVERALL RESULTS OF OPERATIONS ON A PER BOOKS BASIS?

A.
It was just about break even.  However, that includes $40,500 of hookup revenue being counted of the operating revenue, which it should not be.  In fact, during 2009, the Company had to borrow ten thousand dollars from the owners to meet operating costs.  The request from SVWW on this matter is that the Commission consider a pro forma adjustment in this docket to allow recovery of the principal and interest payments.  Those principal and interest payments are $461.44 per month.  It is the Company's goal to eventually be able to at least break even on a cash flow basis.
Q.
DID THE COMPANY PROPOSE RESTATING AND PRO FORMA ADJUSTMENTS?
A.
Yes.  If you look at Exhibit ____ (KR-4), the Company's first restating adjustment was to remove the hookup fee revenue and assign it as CIAC or contribution in aid of construction.  This appears in Column C, Rows 7 and 50 in Exhibit ____ (KR-4).  We then included irrigation costs that were paid in 2010, but were incurred in 2009.  We are using a 2009 test period since that was what was available when we filed.  The adjustment that I have just referenced is found in Column C, Row 31 of Exhibit ____ (KR-4).  

We then restated depreciation expense.  Please see Column C, Row 37 of Exhibit ____ (KR-4).  We also included the Commission convention of beginning and end of year adjustments.  That is in Column C, Rows 48 and 49 of Exhibit ____ (KR-4).  


We have two pro forma adjustments.  The first is for the purchase of water under our irrigation water contract.  That is Column E, Row 31 of Exhibit ____ (KR-4).  I will note for the record that the irrigation water purchase is an agreement with an affiliate and that affiliated agreement has been filed with the Commission.

The other pro forma adjustment is the rate case costs.  These were estimated to be $10,000 amortized over three years.  Please see Column E, Row 32 of Exhibit ____ (KR-4).  

Q.
HAVE RATE CASE COSTS DEVELOPED AS ESTIMATED?
A.
At the present time, they are running higher than expected.  The primary reason is that the Company has had to respond to extensive informal data requests.  To date, there have been eleven sets of informal requests and three sets of formal requests, with a total of 90 questions.  If this matter goes to hearing, the current projection is twelve thousand dollars to fifteen thousand dollars for rate case expense.

Q.
HOW ARE EXPENSES ALLOCATED BETWEEN THE DOMESTIC SERVICE AND IRRIGATION SERVICE?
A.
For many of the expenses, it can be clearly identified whether they are for domestic service or irrigation service.  We then took the total of those directly allocable expenses and found that fifty-four percent were for irrigation service and forty-six percent were for domestic service.  We then allocated fifty-four percent of all common overhead and other expenses that did not have a direct allocation to irrigation service and the remaining forty-six percent to domestic service.
Q.
YOU MENTIONED THAT THE DEPRECIATION SCHEDULE WAS NOT INCLUDED IN THE WORK PAPERS THAT ARE PART OF EXHIBIT ____ (KR-3).  WHY IS THAT?

A.
We realized that we had made some mistakes and had not included some of the items that should have been included in the schedule in work papers that were originally filed.  A revised Depreciation Schedule is Exhibit ____ (KR-5).

Q.
WILL A COMPANY BE OPERATING A PROFIT IF THIS RATE INCREASE IS ALLOWED TO GO INTO EFFECT?

A.
No.  The Company will not be operating at a profitable level.  

Q.
WHY HAVEN'T YOU FILED TO PRODUCE ENOUGH REVENUE TO OPERATE AT A PROFIT?

A.
This is a relatively young company with a relatively small number of customers.  The water systems that had to be installed for service were very expensive to install.  It is just not practical to expect the limited customer base to be able to pay the full cost of operation at this time and still have rates that are reasonable.

Q.
YOU MENTIONED A NEW RATE DESIGN.  WOULD YOU PLEASE EXPLAIN THE RATE DESIGN?

A.
Yes.  We are moving to a per acre basis for charging for water along with a flat rate connection basis.  

Q.
WHY ARE YOU PROPOSING THE NEW RATE DESIGN?

A.
This rate design adopts the same structure that other water purveyors in the area use to provide irrigation water.  This is the generally expected methodology in the area.  It also has a degree of fairness as it relates the size of a lot to the charge.  The general rule is that the larger the lot the more irrigation will occur. 
Q.
IS THE IRRIGATION SYSTEM METERED?

A.
No.  It would be prohibitively expensive at the current time to meter that system.
Q.
IS THE CHARGE PER ACRE OR ANY PORTION OF AN ACRE?

A.
The charge is meant to apply on a pro rata basis.  If someone has an acre and a half, for example, they would not be charged for two acres.  They would be charged on a pro rata basis for the one-half acre.

Q.
HOW ARE LOT SIZES DETERMINED?

A.
Lot sizes are based upon information on file with the County.  This way, the lot sizes are determined based upon publicly filed information and not on any estimate or requirement to survey.
Q.
DO YOU HAVE ADDITIONAL COSTS THAT HAVE BECOME KNOWN TO THE COMPANY AFTER THE FILING OF THIS RATE CASE?

A.
Yes.  The Company's office is on the second floor of an old building.  It was the cheapest available location.  However, the steps going up to the office are not in the best condition and it makes it difficult for some customers to visit the Company's office.  It certainly is not ADA compliant.  The Company will need to find a new office.  The only ones that are available are more expensive than the current office location.  The office rent will increase by $1,000.00 per month at a minimum.
Q.
DOES THAT CONCLUDE YOUR TESTIMONY?

A.
It does for this portion of the testimony.
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