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BEFORE THE WASHINGTON STATE

UTILITIES AND TRANSPORTATION COMMISSION
	WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION,

                      Complainant,

v.

WASTE MANAGEMENT OF WASHINGTON, INC., G-237,

d/b/a WM-SNOKING  
                      Respondent.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
	)
)
)
)
)
)
)
)
)
)
)
)

)

	DOCKET TG-061433
ORDER 01
ORDER APPROVING TARIFF REVISIONS; APPROVING  DEFERRED FUEL COMPONENT SUPPLEMENT AND ACCOUNTING PROVISIONS, AND GRANTING WAIVER OF CUSTOMER NOTICE EFFECTIVE DECEMBER 1, 2006


BACKGROUND

1 On September 6, 2006, Waste Management of Washington, Inc., G-237, (Waste Management or the Company) d/b/a WM-Northwest, WM-Seattle & South Sound, and WM-SnoKing filed tariff revisions for each of the above companies seeking the implementation of a deferred fuel expense program.  A Less Than Statutory Notice (LSN) request accompanied the filings, seeking an early effective date, and the Company requested waiver of WAC 480-70-271(1), the 30 day customer notification rule.  The Company later withdrew the LSN request and postponed the effective dates to   December 1, 2006.  On November 20, 2006, the Company withdrew the filings of     WM-Northwest and WM-Seattle & South Sound.  The Commission also received final revised rates for WM-SnoKing on the same day, lowering the amounts originally sought.
  The revised amount generates net revenue increases of $96,426 (0.81%).   
2 The filings establish a deferred fuel supplement component methodology by:
(1)
Establishing new temporary residential, commercial and drop box solid waste rates reflecting a revenue requirement excluding fuel as an operating expense in Tariff No. 14 for WM-SnoKing.
(2)
Concurrently adding a new Fuel Component Percentage Supplement No. 1 for the Company based on its most recent 12 months of fuel expense.
3 This filing represents a new temporary deferral method of tracking volatile fuel expense.  The basic deferral process: 1)  Removes fuel as an operating expense when calculating revenue requirements and rates, and issues a new temporary tariff reflecting such appropriately lowered rates; 2)  Uses the most recent 12 months of actual fuel expense (expressed as a percent of revenue) and requires the Company to file a fuel component supplement (expressed as a percent of revenue) recovering those costs over the next year; and 3)  Every year thereafter (again using actual fuel expenses from the most recent 12 months) to determine a new composite index comprised of (a) the new assessment of expected fuel expense during the upcoming year, plus or minus (b) any difference between actual fuel expense incurred during the past year and the amounts collected from customers from last year’s supplement – the deferral.  The Company will absorb the first 10 percent of increased fuel expense.  The Company will pass on to customers only that portion of actual fuel expense that exceeds 10 percent of fuel expense included in the base from the prior year.  In this filing, Waste Management has accomplished the initial, first year part of the process as described above in parts 1) and 2) above.
4 Waste Management routinely maintains fuel consumption detail by vehicle and type of activity.  That analysis reveals that fuel use varies according to the service provided: residential, residential recycling, residential yard waste, commercial, or drop box service.  Staff and Company agreed that combining all residential services into one composite residential index simplifies the process without distorting the outcome.  The Company has tailored its filings to reflect this approach.  The Company filed tariff revisions lowering rates to exclude fuel as an operating expense.  A Fuel Component Supplement was also filed naming one percentage for combined residential service (including garbage, recycle, and yard waste), one percentage for commercial service, and one percentage for drop box service, excluding Item 230 pass through disposal fees.  
5 The Company asks the Commission to waive the customer notice requirements in WAC. 480-70-271 and allow the Company to provide notice after the rates are effective.  This request should be granted, pursuant to WAC 480-70-051, conditioned on the Company promptly providing alternative notice to customers by means of an insert/notice accompanying the first regularly scheduled bill containing the increases.
6 Commission Staff used the following criteria and procedures to assess the merits of this deferred fuel component filing:
7 Criteria:

8 (1)
The starting point for this case will be the Staff pro forma operating results for WM-SnoKing’s most recent rate case.
9 (2)
The initial deferred fuel component filing will establish a pilot program expiring November 30, 2009, that the Commission will evaluate after the three year time period to determine its effectiveness.

10 (3)
The Company will file a general rate increase for its SnoKing operation by December 1, 2009.  If the program is extended beyond the initial pilot period, thereafter general rate increases must be filed every two years.

11 Procedures:  

12 See Attachment A to this Order, where indicated, for examples of the specific calculations necessary to implement the new deferred fuel component methodology and the resulting tariff rates and supplements.
13 (1)
WM-SnoKing participates in the deferred fuel component program voluntarily.
14 (2)
WM-SnoKing’s decision to adopt the new deferred fuel approach is irrevocable.

15 (3)
The Company must file a new, temporary tariff reflecting a revenue requirement excluding fuel as an operating expense and use uniform percentages by customer class to reduce existing rates.  The total residential component will include garbage, recycling and yard waste, since those services are provided by the Company.  (See Attachment A.)
16 (4)
In determining the new revenue requirement, the Company must use the same Lurito/Gallagher curve, capital structure, revenue sensitive cost rates, debt and Federal Income Tax rates, and revenue price-outs that the Staff used in the Company’s last general rate increase.
17 (5)
A fuel component supplement must be proposed concurrently with the new tariff showing the percentages necessary by customer class to recover current fuel costs over the next 12 months.
18 (6)
This filing results in an increase in rates for WM-SnoKing customers.  The Company therefore requested the Commission to grant a waiver of the normal customer notification requirements contained in WAC 480-70-271(1).  The first notice of the increase will appear on the first regularly scheduled billing after the effective date, as approved by the Commission.
19 (7)
The supplement was filed with the Commission 45 days prior to the 
effective date.
20 (8)
The fuel component supplement cannot become effective any earlier than three months after the 12 months used to establish the most recent actual fuel expense. (See Attachment A.)

21 (9)
The Fuel Component Supplement will expire after one year.
22 (10)
In each subsequent year a new Fuel Component Supplement must be immediately filed, with the additional consideration of including a true-up of actual incurred fuel expense during the last 12 months versus the amounts collected from customers – the deferred adjustment.  Each updated year the Company will absorb the first 10 percent of fuel expense.  The Company will pass on to customers only that portion of current fuel expense that exceeds 10 percent of fuel expense included in the base from the prior year.  (See Attachment A.)  
23 (11)
WM-SnoKing must show the new fuel component charge as a separate line item for each separate type of service or the total fuel component as a separate line item for all combined services.  (See Attachment A.)
24 (12)
The accounting entries tracking all deferred fuel component transactions shall include the following account titles and numbers in their books of account:


Fuel Component Receivable

A/C  128904



Fuel Component Payable

A/C  239904




Fuel Component Revenue

A/C  409000

25 (13)
WM-SnoKing must keep and maintain all relevant records and documents pertaining to fuel expenses and amounts owed to/from customers in a manner readily verifiable by Staff.

FINDINGS
26 (1)
The Washington Utilities and Transportation Commission is an agency of the State of Washington vested by statute with the authority to regulate rates, regulations, practices, accounts, securities, affiliated transactions, and transfers of public service companies, including solid waste companies.  Chapter 81.01 RCW; Chapter 81.04 RCW; Chapter 81.28 RCW; Chapter 81.16 RCW; and Chapter 81.77 RCW.
27 (2)
Waste Management of Washington, Inc., G-237, and WM-SnoKing, are solid waste companies and are public service companies subject to the jurisdiction of the Commission.
28 (3)
This matter was brought before the Commission at its regularly scheduled meetings on October 25, 2006, and November 29, 2006.

29 (4)
The tariff revisions filed by Waste Management of Washington, Inc., on September 6, 2006, as amended in the substitute pages filed on November 20, 2006, increase solid waste rates for its customers.  WM-SnoKing’s revenue will increase by $96,426 (0.81%).
30 (5)
This filing establishes a new temporary deferred fuel component approach expiring November 30, 2009, to recover fuel expenses through the resulting tariff rates and supplements.
31 (6)
WM-SnoKing is currently unable to manage the ongoing volatility of fuel prices, but does not qualify for the currently available fuel surcharge methodology.  The deferred fuel component alternative methodology described above and in Attachment A is a reasonable alternative resulting in rates that are fair, just, reasonable, and sufficient for both the Company and its customers who will benefit if fuel prices decrease.
32 (7)
A temporary three year pilot program ending November 30, 2009, will provide an opportunity to re-evaluate the methodology in light of fuel prices, administrative burdens, and effectiveness. 
CONCLUSIONS
33 (1)
The Washington Utilities and Transportation Commission is an agency of the State of Washington vested by statute with the authority to regulate rates, regulations, practices, accounts, securities, affiliated transactions, and transfers of public service companies, including solid waste companies.  Chapter 81.01 RCW; Chapter 81.04 RCW; Chapter 81.28 RCW; Chapter 81.16 RCW; and Chapter 81.77 RCW.
34 (2)
Waste Management of Washington, Inc., G-237, and WM-SnoKing are solid waste companies and are public service companies subject to the jurisdiction of the Commission. 

35 (3)
The Company should be allowed to substitute an amended filing at levels lower than those proposed in the original filing.  The request for waiver of customer notice should be granted.
36 (4)
The new tariff revisions eliminating fuel costs from permanent rates, the new percentage supplements based on current fuel prices, the procedures described above, and the methods described in Attachment A are reasonable and consistent with RCW 81.04.250
37 (5)
Waste Management – SnoKing’s revenue increase of $96,426 is consistent with RCW 81.28.010. 
38 (6)
The deferred fuel component methodology will result in rates that are fair, just , reasonable, and sufficient.
39 (7)
Limiting the deferral program to three years will allow the Commission to evaluate the effectiveness of the program to manage ongoing volatility of fuel prices, and additional Company and Commission Staff administrative burdens.
ORDER

THE COMMISSION ORDERS:

40 (1)
The revised tariff revisions filed on November 20, 2006, by Waste Management of Washington, Inc., G-237, d/b/a WM-SnoKing in Tariff No. 14 proposing rates excluding fuel as a component of revenue requirement are accepted and allowed to become effective December 1, 2006.
41 (2)
The revised Fuel Component Supplement No. 1 filed on November 20, 2006, by Waste Management of Washington, Inc., G-237, d/b/a WM-SnoKing in Tariff No. 14 compensating it for its current level of fuel costs is approved to become effective December 1, 2006.
42 (3)
The deferred fuel component methodology described in Attachment A to this Order is adopted and shall govern future related filings by the Company.
43 (4)
Waste Management of Washington, Inc.’s request for a waiver of WAC 480-70-271(1), Customer Notice, is granted.
44 (5)
Waste Management of Washington, Inc., shall record all deferred fuel component transactions using the following account titles and numbers:


Fuel Component Receivable

A/C  128904



Fuel Component Payable

A/C  239904




Fuel Component Revenue

A/C  409000
45 (6)
Waste Management of Washington, Inc., shall notify its customers of the increase by means of an insert/notice accompanying the first regularly scheduled bill containing the increases.
46 (7)
Waste Management of Washington, Inc., shall provide the Commission with copies of the insert/notice sent to customers.  The notice will include an explanation of the deferral mechanism in plain language understandable to customers and as agreed by Waste Management, Inc., and the Commission’s Consumer Affairs Section.
47 (8)
Waste Management of Washington, Inc., shall file a general rate case for its WM-SnoKing operation no later than December 1, 2009.
48 (9)
The deferred fuel component approach will be a three year pilot program and will expire on November 30, 2009.
DATED at Olympia, Washington, and effective November 29, 2006. 

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION






MARK H. SIDRAN, Chairman







PATRICK J. OSHIE, Commissioner







PHILIP B. JONES, Commissioner

� As the substituted rates are lower than those initially proposed and there are no other substantial changes in the filing, the Commission may accept the substituted filing without granting LSN approval. 





