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	WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION,
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	DOCKET NO. UW-060662
NARRATIVE SUPPORTING SETTLEMENT AGREEMENT


I.  INTRODUCTION

1 This Narrative Supporting Settlement Agreement (Narrative) is filed pursuant to WAC 480-07-740(2)(a) on behalf of the signatories to the Settlement Agreement filed in this docket.  This Narrative summarizes the terms of the Settlement Agreement, and it is not intended to modify any of the Settlement Agreement terms.

2 The signatories to the Settlement Agreement are Staff of the Washington Utilities and Transportation Commission (“Staff”) and Fragaria Landing Water Company, Inc., (Fragaria or Company) (collectively, the “Parties”).  Staff and Fragaria are the only parties in this docket.
3 Fragaria is made up of two water systems, the Fragaria Landing water system and the Hunt Community water system.  The Hunt Community water system is currently flat-rated and the proposed rate design in this Settlement Agreement does not affect those customers. The Hunt Community water system rates are not reflected in the Company’s current tariff.
4 The Parties do not intend to file documentation supporting the Settlement Agreement in addition to the Settlement Agreement and this Narrative.  The Parties are willing to provide additional supporting documents should the Commission deem such documents necessary or appropriate. 
5 The Parties urge the Commission to schedule any proceedings that may be required to consider the Settlement Agreement as soon as practicable.
II. UNDERLYING DISPUTE
6 On December 29, 2005, Fragaria filed its initial tariff with the Commission to become effective January 1, 2006.  The filed tariff includes a charge for water for its Fragaria water system customers of $32.85 base charge that includes 750 cubic feet of water, plus a charge of $3.00 per 100 cubic feet of water for all water consumed over 750 cubic feet.  Commission Staff conducted an informal investigation of the rates.  On              May 10, 2006, upon Staff’s recommendation, the Commission issued a Complaint against Rates and Charges challenging the reasonableness of the Company’s schedule of rates and charges.  Following a prehearing conference on May 31, 2006, the Company provided financial information and water usage data pursuant to data requests of Staff.  Upon Staff’s review and analysis of the provided data and information, discussions and settlement negotiations ensued.  The parties subsequently agreed to a resolution of all issues in this docket.
III.  OVERVIEW OF SETTLEMENT AGREEMENT

7 The Settlement Agreement describes the terms of the Parties’ agreement.
8 
The Parties agree that the Company’s rate design should be changed to:



Base Rate: $25.00 - includes no water allowance



Water Usage (in cubic feet)
Rate per 100 cubic feet 


         0  to  750


$1.40


    751 to 4,000


$2.70


  4,001 and over


$3.20



Note:   Attachment 1 shows the effect of the rate design change on individual customers. 

            Attachment 2 shows a graphical analysis of the effect of the change. 

9 The Parties agree that the new proposed rate design may produce a material change in water revenues that could potentially harm either the Company or its customers.  In order to avoid any long-term detrimental financial effects of a change in rate structure, the Parties agree that the Company will track its monthly revenues for a period of 12 months, starting with the first full month in which the new rate design is effective.

10 Under the Settlement Agreement, the Company agrees to create a balancing account to track changes in revenues associated with the change in rate structure.
  The Company agrees that each month it will compute the total revenue billed for the month and compare the amount to the historical amount billed in the same month in the test year.  The difference will be recorded to the balancing account as either a regulatory asset for under-collection or regulatory liability for over-collection.

11 The Parties agree that if, at the end of the one-year period, there is a regulatory liability (over-collection) in the balancing account, Fragaria will refund the balance pro rata through a bill credit to the current Fragaria water system customers by April 30, 2008.
   The Company will report the refund to the Commission.
 
12 However, if at the end of the one-year period there is a regulatory asset (under-recovery), the Company will recover the amount over a one-year period by surcharge to be filed with the Commission.

13 Further, the Company agrees that it will file a monthly report with the Commission that lists by account, the account number, usage, and amount billed for the month.  The report must also include the test-year revenue amount used to compute the over-collection or under-collection and beginning and ending balances.  The Company must file the report before the end of the month following the reporting billing period.

14 Also, the Company agrees that it will file revised tariff sheets with the Commission reflecting the above design within 10 days following the date of approval of the Settlement Agreement by the Commission, and the revised rate design will become effective the first day of the month following the filing.

15 The Company also agrees to file a tariff reflecting its Hunt Community water system’s current flat rate within 10 days following the date of approval of the Settlement Agreement by the Commission.
   
16 The Settlement Agreement will be effective on the date the Commission enters an order fully accepting the Settlement Agreement.  In the event that the Commission rejects all or any portion of the Specific Terms of the Settlement Agreement or conditions approval of those terms on material revisions to its terms and conditions, each Party reserves the right to withdraw from the Settlement Agreement by written notice to the other Party and the Commission, which must be served within 10 days.  In such event, neither Party will be bound or prejudiced by the terms of the Settlement Agreement, and both parties are entitled to seek reconsideration of the Order rejecting all or part of the Settlement Agreement.
  
IV.  STATEMENT OF PARTIES’ VIEW ABOUT WHY THE SETTLEMENT SATISFIES THEIR INTERESTS AND THE PUBLIC INTEREST
17 WAC 480-07-740(a) requires that this Narrative include a “statement of parties’ views about why the proposal satisfies both their interests and the public interest.”  Each Party has contributed the following separate statements:

A.
Statement by Commission Staff
18 Commission Staff believes the Settlement Agreement filed in this docket is a fair resolution of the issues presented.  The Settlement Agreement appropriately recognizes the need of a proper rate design for the Fragaria water system. 
19 The Settlement Agreement provides a mechanism protecting the Company from significant under-collection due to the change in rate design, and a mechanism to prevent Fragaria from receiving a windfall.  Fragaria is required to refund to the Fragaria water system customers any over-collection of revenues in excess of the revenues received for a 12 month period.

20 In addition to requiring Fragaria to refund over-collected revenue, the Company is protected from a reduction in revenue caused by the proposed rate design change.

21 The Settlement Agreement also advances the public interest by resolving this docket without the added expense and uncertainty associated with litigation.  Staff recommends that the Commission accept the Settlement Agreement.  Staff recommends the Commission address the Settlement Agreement as soon as practicable.
B.
Statement by Fragaria 
22 Fragaria supports the statement as set out by Commission Staff.
V.  SUMMARY OF LEGAL POINTS THAT BEAR ON THE SETTLEMENT

23 Under WAC 480-07-730(1), parties may file a full settlement, which is a settlement entered into by all parties of a proceeding that resolves all issues presented.  The Commission has discretion to accept such a settlement, impose conditions on its acceptance, or reject such a settlement.  WAC 480-07-750.  The Settlement Agreement filed in this case represents the entire agreement between the Parties.  The Parties recommend that the Commission accept the Settlement Agreement in its entirety.  
VI.  CONCLUSION

24 The Parties strongly recommend that the Commission adopt the Settlement Agreement filed in this docket.  The Settlement Agreement fully resolves the issues presented in this docket in a manner that is consistent with the public interest.

DATED this ____ day of January, 2007.

ROB MCKENNA
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_____________________________

_________________________________
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RICHARD A. FINNIGAN

Assistant Attorney General


Counsel for Fragaria Landing Water Co., Inc. 
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