BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION

COMMISSION
WASHINGTON UTILITIES AND ) DOCKET NO. UW-010961
TRANSPORTATION COMMISSION, )
)
Complainant, )
)
VS. ) ORDER SUSPENDING
) TEMPORARY RATES
AMERICAN WATER RESOURCES, ) AND DIRECTING
INC., ) EXPEDITED HEARING
)
Respondent. )
................................ )
BACKGROUND

On July 3, 2001, American Water Resources, Inc., (American Water or Company)
filed a general rate case. The proposed general rates are designed to produce an
additional $227,647 of annual revenue, constituting an increase of 27.5% over the
rates that were effective November 16, 1999. Along with the general rate increase
request, AWRI also requested that the Commission authorize it to collect temporary
rates, subject to refund, in the amount of $184,296 (22.3%) annually. AWRI serves
approximately 1,822 active customers in Lewis, Thurston, Pierce, and Grays Harbor
County.

At the July 25, 2001, open meeting, the Commission Issued a Complaint and Order
Suspending the Tariff Revisions for permanent general rates as filed by AWRI in
Docket No. UW-010961. The request for a general rate increase is currently set for
hearing on February 4-5, 2002. AWRI has twice postponed the effective date of its
request for temporary rates, subject to refund. The current proposed effective date is
October 31, 2001.

The Commission approved rates in Docket No. UW-991392 that were designed to
generate $34.09 in monthly average revenue per customer. AWRI filed unaudited
data that shows the rates generated $34.40 average monthly revenue per customer in
calendar year 2000, and $33.77 average monthly revenue per customer through the
first nine months of 2001. Staff presented the Commission with an analysis that, if the
Company implemented Staff’s recommended budget, AWRI’s current rates would
generate more than enough revenue for AWRI to pay current operating expenses.
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AWRI’s request for temporary rates focuses on the concern that current rates will not
generate sufficient income in November to pay current November operating
expenses. The Commission sets rates that will cover reasonable expenses and
provide an opportunity to earn a reasonable return, using a representative test year, to
ensure both high usage summer months and low usage winter months are represented.
The rates are set as an average and will generate higher revenues during the hot, dry
summer and relatively lower revenues during the cool, wet winter months. Therefore,
a company must budget its use of cash receipts in higher revenue months to cover its
expenses in lower revenue months.

American Water has not yet demonstrated that the proposed temporary rates are fair,
just, and reasonable. It appearing that the filing herein would provide increased
charges and rates for water service rendered by the company and that the rights and
interests of the public might be injuriously affected thereby, it is the decision of the
Commission to deny the request for temporary rates pending a hearing or hearings
and decision thereon. The Commission further directs that the hearing be held on an
expedited basis. In determining whether the temporary rates should be approved, the
Commission will apply the standard for interim rates, as discussed in several recent
orders of the Commission.

FINDINGS

1) American Water Resources, Inc., is an investor-owned water company and a
public service company subject to the jurisdiction of the Commission.

2 The tariff revisions filed by American Water Resources, Inc., on July 3, 2001,
with the revised effective date of November 1, 2001, would increase charges
and rates for service provided and might injuriously affect the rights and
interests of the public.

3 American Water Resources, Inc. has not demonstrated that the increased rates
and charges in its tariff revision would result in rates that are fair, just, and
reasonable.

4) As required by RCW 80.04.130, American Water Resources, Inc., bears the
burden of proof to show that the proposed increases are fair, just, and
reasonable.

5) A hearing on the proposed temporary rate increase should be held on an
expedited basis.



11

12

13

DOCKET NO. UW-010961 PAGE 3

ORDER
IT IS THEREFORE ORDERED:

1) The operation of the above tariff filing, filed July 3, 2001, is hereby
suspended.

2 A hearing or hearings, on the Commission’s own motion, will be held on an
expedited basis at such times and places as may be required.

3 No change or alteration will be made in the tariff filed herein, during the
period of suspension, unless authorized by the Commission.

DATED at Olympia, Washington, and effective this 26th day of October, 2001.

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

RICHARD HEMSTAD, Commisioner

PATRICK J. OSHIE, Commissioner



