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Q. PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS 1 

ADDRESS. 2 

A. My name is Renee Sloan.  My business address is 550 Capitol Street NE 3 

Suite 215, Salem, Oregon 97301-2148.  I am a utility analyst with the Public 4 

Utility Commission of Oregon (Commission) assigned to review regulated 5 

water utility general rate case dockets and various tariff filings. 6 

Q. WHO ARE THE PARTIES IN THIS DOCKET? 7 

A. The Parties in this docket are Commission Staff (Staff) and Avion Water 8 

Company, Inc. (Avion or Company).   9 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 10 

A. My testimony introduces and supports the Stipulation entered into by the 11 

Parties. 12 

Q. DID YOU PREPARE AN EXHIBIT FOR THIS DOCKET? 13 

A. Yes.  Staff/101 contains the following documents in support of my Testimony:  14 

Revenue Requirement  Staff/101, page 1 15 

Summary of Adjustments  Staff/101, page 2 - 3 16 

Revenue Sensitive Costs  Staff/101, page 4 17 

Residential and Commercial Rate Design  Staff/101, page 5 18 

Rate Impacts for Residential and Staff/101, pages 6 - 12 19 
Commercial Customers 20 

Public Fire Protection Rate Design Staff/101, page 13 21 

Commercial Water Haulers Rate Design Staff/101, page 14 22 

Cross Connection Program Rate Design Staff/101, page 15 23 
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Q. PLEASE SUMMARIZE AVION'S GENERAL RATE FILING. 1 

A. In tariffs filed with the Commission on July 17, 2007, Avion requested to 2 

increase revenues by $677,362 above the $5,129,555 collected in 2006.  3 

Additionally, the Company requested an 8.36 percent return on a rate base 4 

of $13,780,977.   5 

Q. WHEN WAS THE COMPANY’S LAST RATE INCREASE? 6 

A. Avion’s last rate case, UW 93, was filed August 13, 2003.  Following Staff’s 7 

investigation of that filing, the Commission approved an 8.1 percent increase 8 

in revenues and a 7.44 percent rate of return on a rate base of $13,447,498.   9 

Q. WHAT ARE THE RESULTS OF STAFF'S ANALYSIS OF AVION'S UW 122 10 

FILING? 11 

A. Staff’s investigation of Avion’s application indicates a 9.63 percent increase 12 

in total revenues is warranted.  This compares to the overall 12.4 percent 13 

increase the Company requested in its filing. 14 

Q. DID THE COMPANY STIPULATE TO STAFF’S ANALYSIS OF THE 15 

RESULTS OF OPERATIONS FOR AVION? 16 

A. Yes, Avion agreed to a total revenue requirement of $5,836,079.  Additionally, 17 

Avion agreed to Staff’s recommended total Revenue Reductions of $4,635,962 18 

and Net Operating Income of $1,200,117.  The Company also agreed that 19 

Avion should have a reasonable opportunity to earn an 8.44 percent rate of 20 

return on a total Rate Base of $14,442,151. 21 
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Q.  PLEASE EXPLAIN THE PROPOSED RATE SPREAD AGREED TO BY 1 

THE PARTIES. 2 

A.  The rate spread allocates $5,566,241 to residential and commercial customers, 3 

$26,888 to Public Fire Protection customers, $7,647 to Commercial Water 4 

Haulers, $191,408 to the Cross Connection Program, and $43,857 to a Special 5 

Contract.   6 

With respect to rate design, Staff generally aims for a 60/40 split between 7 

base and variable rates; but in Avion’s last rate case (UW 93), Staff and the 8 

Company agreed to a 56.5/43.5 split in order to maintain the variable rate of 9 

$0.80 per hundred cubic feet rather than lowering it.  In UW 122, Staff was 10 

able to set reasonable rates using the traditional 60/40 methodology.   11 

Q. PLEASE EXPLAIN WHY STAFF PROPOSED A MODIFICATION OF THE 12 

AWWA FACTORS AVION PROPOSED TO ALLOCATE BASE RATES BY 13 

METER SIZE. 14 

A. In the instance where a company has different meter sizes, Staff’s practice is to 15 

apply AWWA factors, or modified factors to the different size meters.  Avion’s 16 

water rates are based upon a cost of service rate structure which includes the 17 

cost of providing water and operating and maintaining the water system.  The 18 

effect of using the AWWA factors is to increase the rates charged to customers 19 

with larger meters.  From a conceptual standpoint, increasing the rates to 20 

customers with larger meters is reasonable because those customers place a 21 

greater potential demand on the water system.  The AWWA factors are 22 

multiplied to the base rate of the 5/8-inch and 3/4-inch meter size to obtain the 23 
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base rate of larger size meters.  As an example, if using the AWWA factors, the 1 

base rate of a 1-inch meter would be 2.5 times greater than the base rate of 2 

5/8-inch or 3/4-inch meter. 3 

  Avion currently uses modified AWWA factors, but proposed using full 4 

AWWA factors in tariffs filed with its application.   5 

Q. DOES STAFF PROPOSE RATES BASED ON STRICT APPLICATION OF 6 

AWWA FACTORS? 7 

A. No.  Staff felt that using full factors would result in increases that would cause 8 

rate shock for some customers.  To soften the base rate increases, Staff 9 

applied modified factors for 3/4-inch and larger size meters.1  Except for the 10 

3/4-inch meter, Staff’s proposed factors are higher than those used in UW 93, 11 

yet low enough to result in reasonable rates.  Table 1 compares the full AWWA 12 

factors to those used in UW 93 and those proposed by Staff in UW 122: 13 

TABLE 1 – AWWA Factors Comparison 

Meter Size AWWA 
Factor 

UW 93 
Factor 

Staff Modified 
Factor 

5/8” 1.00 1.00 1.00 
3/4” 1.00 1.21 1.15 
1” 2.50 1.43 1.77 

1.5” 5.00 2.47 3.20 
2” 8.00 4.31 5.60 
3” 15.00 6.66 8.65 
4” 25.00 9.93 12.90 

 14 

 As illustrated by Table 1, increases for the larger size meters were reduced 15 

by Staff’s proposed modified factors as compared to strict application of the 16 

                                            
1 The factor used for 3/4-inch meters in UW 93 is larger than the AWWA factor for that size meter.  
In UW 122, Staff lowered the number to move the factor closer to the AWWA factor, and proposes 
to match the AWWA factor in a future rate case. 
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AWWA factors.  The Parties agree that using Staff’s proposed modified factors 1 

is reasonable because:  2 

 Although modified AWWA factors were previously used by Avion, using 3 

full AWWA factors would cause the rate increases to larger user meters 4 

to be unacceptable; and 5 

 The use of Staff’s proposed modified AWWA factors still takes into 6 

account that larger meters do place a greater potential demand on the 7 

water system, and customers with larger meters should pay higher base 8 

rates because of this potential demand.  9 

 To soften the overall increase, Staff made an additional reduction of 10 

$0.60 to the 1-inch meter base rate.  Staff was able to lower this base 11 

rate without affecting overall revenue by offsetting additional revenue 12 

that resulted from the rounding of the commodity rate from the 13 

calculated $0.81786 to the recommended commodity rate of $0.82. 14 

Q. WHAT ARE THE STIPULATED RATES FOR RESIDENTIAL AND 15 

COMMERCIAL CUSTOMERS? 16 

A. Staff and the Company agreed that commercial customers would continue 17 

to pay the same rates as residential customers for the same sized meter.  18 

Table 2 compares Avion’s current rates, Avion’s proposed rates filed with the 19 

Application, and final rates agreed to by the Parties:  20 
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TABLE 2 - Residential and Commercial Rates 

Meter Size Current 
Rates 

Avion 
Proposed 

Stipulated 
Rates 

5/8” x 3/4 $20.82 $22.52 $22.51 
3/4” $25.24 $33.78 $25.88 
1” $29.67 $56.30 $39.24 

1.5” $51.48 $112.60 $72.02 
2” $89.65 $180.16 $126.04 
3” $138.68 $360.32 $194.68 
4” $206.78 $563.00 $290.33 

Variable per 100 cf $0.80 $0.89 $0.82 
 1 

Q. PLEASE DESCRIBE THE RATE IMPACTS FOR RESIDENTIAL AND 2 

COMMERCIAL CUSTOMERS? 3 

A. Table 3 shows a comparison of current, Company proposed, and stipulated 4 

average monthly rates.   5 

TABLE 3 - Average Rates (Residential / Commercial) 
Meter 
Size Current Avion 

Proposed2 
Percent 
Increase Stipulated Percent 

Increase 
5/8” x 3/4” $34.07 $37.33 9.57% $36.05 5.82% 

3/4” $52.85 $64.63 22.29% $54.11 2.38% 
1” $53.82 $83.29 54.76% $63.92 18.78% 

1.5” $161.35 $241.53 49.69% $184.34 14.25% 
2” $163.46 $262.65 60.68% $201.49 23.27% 
3” $607.24 $910.19 49.89% $673.71 10.94% 
4” $1,183.43 $1,709.11 44.42% $1,288.79 8.90% 

 6 

Staff/101, pages 6 through 12, contains the rate impacts of the stipulated 7 

rates for each meter size.  Please note that the percent increases for the  8 

3-inch and 4-inch meters are lower than the 1-inch, 1.5-inch, and 2-inch 9 

                                            
2 Using full AWWA Factors. 



Docket UW 122 Staff/100 
 Sloan/7 

STAFF UW 122 SLOAN 100.DOC 

 

meters because of the higher consumption patterns of these users and the 1 

relatively low increase in the commodity rate from $0.80 to $0.82.   2 

Q. WHAT ARE THE STIPULATED PUBLIC FIRE PROTECTION RATES? 3 

A. Table 4 compares current rates, proposed rates filed with the Application, and 4 

final rates agreed to by Staff and Avion.  Fire Protection customers do not pay a 5 

variable rate. 6 

TABLE 4 - Fire Protection Flat Rate 

Meter Size Current Avion 
Proposed Stipulated Percent 

Increase 
4” or less $16.45 $17.50 $17.50 6.38% 

6” $36.06 $38.33 $38.33 6.28% 
8” $63.20 $67.20 $67.20 6.33% 
10” $98.08 $104.30 $104.30 6.34% 
12” $140.57 $149.63 $149.63 6.44% 

Hydrants $10.00 $10.68 $11.00 9.99% 
 7 

Q. WHAT IS THE RATE AGREED TO FOR COMMERCIAL WATER 8 

HAULERS? 9 

A. The Parties stipulated to a variable rate of $0.83 per 100 cubic feet for 10 

Commercial Water Haulers, who currently pay $0.75 per 100 cubic feet.  11 

Commercial Water Haulers do not pay a base rate. 12 

Q. DOES THE STIPULATION INCLUDE A CHANGE IN RATES FOR THE 13 

CROSS CONNECTION PROGRAM AS PROPOSED IN AVION’S 14 

APPLICATION? 15 

A. No.  In its application, the Company proposed increasing the monthly charge 16 

from $2.50 to $2.65 for customers who do not opt out of Avion’s Cross 17 

Connection Program.  During settlement discussions, Avion reconsidered 18 
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the proposed increase, and the Parties agreed to maintain the current rate.3  1 

Current rate levels are reasonable given the relationship of revenues and costs 2 

for the Cross Connection Program.  The Company and Staff agreed that this 3 

rate will be re-examined in all subsequent rate applications to ensure that 4 

program revenues meet program costs and the rates are just and reasonable. 5 

Q. ARE THE RESULTING RATES FAIR AND REASONABLE TO AVION’S 6 

CUSTOMERS? 7 

A. Yes.  Based on Staff’s investigation and the documented costs provided 8 

by Avion, the Parties believe the stipulated revenue requirement generates 9 

rates that are just and reasonable.  The stipulated rates will provide adequate 10 

revenue to cover Avion’s reasonable expenses and allow the Company an 11 

opportunity to earn a reasonable return on its investment. 12 

Q. WHAT IS YOUR RECOMMENDATION REGARDING THE STIPULATION? 13 

A. I recommend that the Commission admit the Stipulation into the UW 122 record 14 

and adopt the Stipulation in its entirety. 15 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 16 

A. Yes. 17 

                                            
3 Staff’s results of analysis resulted in a monthly rate of $2.75.  By maintaining $2.50 per month, the 
Company agreed to forgo $19,218 in revenues (6,376 customers x 12 months x $0.25).  The result is 
a Net Operating Income of $1,200,117 instead of $1,219,245 as calculated by the model. 
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