INSTRUCTIONS: All applications submitted to the Commission must be filed electronically with the
Commission's Filing Center. Documents may be electronically filed by sending the filing as an
attachment to an electronic mail message addressed to the Commission's F iling Center at

puc.filingcenter@state.or.us. An original document must be personally delivered or mailed on the same
date the electronic copy of the document is filed.

Street Address
Public Utility Commission of Oregon

Mailing Address
Public Utility Commission of Oregon

Filing Center Filing Center
3930 Fairview Industrial Dr. SE PO Box 1088
Salem OR 97302 Salem OR 97308-1088

APPLICATION TO TERMINATE WATER SERVICE, ABANDON OR
DISPOSE OF WATER UTILITY and MERGE OR CONSOLIDATE WITH
ANOTHER WATER UTILITY

Legal Name of Water Utility:

Name of Water System if Different:

Name of Owner or Officer:

Mailing Address:

City, State, Zip:

Location Address if Different:

City, State, Zip:

Utility Telephone Number:

Emergency Phone Number:

Email Address:
Website if Availa@

Hiland Water Corp.
Whispering Pines Estates Water, Northridge Water
Company, Shady Cove Waterworks LL.C

Silas Olson, CFO

PO Box 699

Newberg, OR 97132
20606 Sawyer Rd.
Shady Cove, OR 97539
855-554-8333
800-208-0437
silas@hilandwater.com
www.hilandwater.com

In the Matter of the Application of Whispering Pines Estates Water and
Northridge Water Company for an Order Authorizing the Termination of
Water Service, Abandonment or Disposal of the Water Utility, pursuant to
OAR 860-036-0708 and Merge or Consolidate with Another Public Utility
(Shady Cove Waterworks LLC), pursuant to OAR 860-036-0715.

PROVIDE THE FOLLOWING INFORMATION
(a) The date; July 6, 2015

(b) A precise statement indicating for what actions the water utility is seeking Commission approval;

This is a request for an order tojabandon Northridge Water Company (Northridge) and Whispering Pines Estates Water
(Whispering Pines) and to consolidate remaining system infrastructures and water users into Shady Cove Waterworks LLC
(SCWW). Water rates at Northridge and Whispering Pines will be changed to the water rates used at SCWW and water users will be
added to the class of water users at SCWW, which the PUC regulates for service but not rates.
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Hiland Water Corp. is the owner of Northridge and Whispering Pines. Hiland Water Corp. is also the sole owning member of
Shady Cove Waterworks LLC.

(¢) The reasons the utility is requesting approval of these actions;

1. The independent system configurations for Northridge and Whispering Pines are not suitable for the
desired use. Both systems are small in capacity and number of residents. In their independent
configurations, both systems must independently shoulder the full burden of system operating costs,
including lab testing, governmental reporting, and other direct and administrative costs. Any possibility of
growth is negated by unattractive water rates that were set prior to Hiland Water’s ownership to cover the
operating costs. In addition, there are concerns about long-term water availability.

2. There is a material risk that the sources are not sustainable while significant components of both
systems existed through temporary arrangements and have subsequently been removed. Even with
depressed demand due to punitive usage rates for high users, probability remains relatively high every
summer that the existing wells at Northridge will not sustain demand and water hauling will be required.
Hauling water, for many reasons, is a highly unattractive alternative. Not only is it costly and inconvenient,
but it also presents a health and safety risk to the quality of the drinking water. Additionally, the 30,000
gallon reservoir that previously provided a buffer during high demand periods was on rented property for
which the owner increased rent by 36% in 2015 and requested its removal. In June 2015, Hiland Water
acquiesced to this request and removed the storage reservoir from the property. Rather than using the
storage reservoir to gravity feed water to the users, the water system is now pressurized through a booster
pump station located at one of the wells (located at a lower elevation than the rented location for the
reservoir). The water system is only able to meet demand during high usage periods now because it is tied
to SCWW through a configuration that provides water to the booster station from SCWW on demand.

At Whispering Pines, the issue of capacity was initially largely mitigated through a connection to SCWW.
At this time, however, the connection to SCWW (through a 2” line) is no longer in use. Water is still being
provided from SCWW through a bulk water contract that was formed in April 2010 for surplus water, but
the water now comes through a newer 12” pipe that was constructed in January 2015. Because the
agreement is only for surplus water, water users at Whispering Pines could effectively become second tier
customers in times of shortage. The well and pump house at Whispering Pines were used under a
temporary agreement with the property owner but are no longer in service. Nothing beyond the distribution
system at Whispering Pines was designed to function permanently and the water system was never
designed to operate permanently as an independent operation.

3. Without proactive change, water rates may be required to escalate dramatically to ensure adequate
water for the communities. If the two water systems in question were left to operate as independent
operations, there is no question that additional, permanent sources of water would need to be established
for each system. This would be particularly costly considering the hundreds of wells in the City of Shady
Cove that have gone dry. In order to support such improvements, rates would have to increase further. This
would further decrease the possibilities of growth and increased economies of scale.

4. Absorbing the assets and customers of Northridge and Whispering Pines into SCWW will improve
the water situation for water users right away. A formal abandonment of these water systems will not
require the water users to experience any noticeable transition. Their service will continue to be provided
by the same parent company. They would continue to call the same phone number, go to the same website,
and/or email the same company whenever they have water related needs. The only changes the water users
would experience would be positive: a secure and dependable source of water, resolution of temporary
arrangements, and lowered water costs.
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The effect upon the current customers will be positive for the following reasons:

1. Increased Supply and Stability
By abandoning their statuses as independent small water systems and consolidating into SCWW to form a
single larger entity, Northridge and Whispering Pines water users will instantly enjoy permanent access to
an increased water supply with much needed stability to support high use periods.

2. Resolution of Temporary Arrangements
With the installation of the new 12” line from Shady Cove Waterworks, the use of the landowner property
and the 2” line are no longer necessary. Additionally, the new booster station at Northridge combined with
the water storage at Shady Cove Waterworks (500,000 gallons) allowed for relocation of the 30,000 gallon
reservoir from Northridge to other property owned by Hiland Water Corp. (an application has been
submitted to the Bureau of Land Management for permanent placement near the old location). Although
abandonment and consolidation have not been formalized, SCWW has already facilitated the resolution of
temporary agreements so that they will not need to be transferred after consolidation.

3. Shady Cove Waterworks provides superior service
SCWW currently has a water right to take water from the Rogue River that provides ample capacity to serve
both Whispering Pines and Northridge water systems. This is its primary source of water and the Water Right
allows for 109 acre feet to be drawn from the river per year (35,517,806 gallons). Whispering Pines and
Northridge do not hold Water Rights. Because of their small user base and subsequent demand, the wells
were operated as exempt.

Additionally, SCWW filters and treats its water in accordance with the Oregon Drinking Water Program
through Ultrafiltration and Chlorination. It also boasts a 500,000 gallon reservoir and 16” mainlines to offer
superior service and fire protection. This infrastructure will not only provide more reliable service through
seasons of high demand, but will also provide fire protection.

4. Lower Water Rates
The usage rates at SCWW are substantially lower and the overall water rate is far more attractive to
perspective water users than those at Northridge and Whispering Pines. With the necessary capacity and
SCWW rates, it is our belief that growth (based on research in the community) would occur and everyone
would benefit from the increased economies of scale.

(d) If approved, the proposed effective date of the actions; September 1, 2015

(e) A description of the customers' rates once the companies are consolidated compared with what the old
rates were;

The rates at SCWW would be adopted for use at the abandoned water systems. Those rates entail a monthly base fee of $50.00 that
includes up to 7,000 gallons of water use. Overage charges for any use over 7,000 gallons is $0.50/100 gallons.

Current rates at Whispering Pines entail a monthly base fee of $46.77 with no allowance for water use. There are two tiers of usage
charges. All use up to 5,000 gallons in a month is charged at a rate of $0.22/100 gallons. Overage charges for any use over 5,000
gallons is $2.00/100 gallons.

Current rates at Northridge entail a monthly base fee of $35.00 with no allowance for water use. There are two tiers of usage
charges. All use up to 4,500 gallons in a month is charged at a rate of $0.65/100 gallons. Overage charges for any use over 4,500
gallons in a month is $3.25/100 gallons.

The following chart shows a comparison of water charges for the three different water systems at various levels of use:

Revised: 5/13/15
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Water Use Northridge Whispering Pines Shady Cove Water
0 $35.00 $46.77 $50.00
1,000 gallons $41.50 $48.97 $50.00
2,000 gallons $48.00 $51.17 $50.00
3,000 gallons $54.50 $53.37 $50.00
4,000 gallons $61.00 $55.57 $50.00
5,000 gallons $80.50 $57.77 $50.00
6,000 gallons $113.00 $77.77 $50.00
7,000 gallons $145.50 $97.77 $50.00
8,000 gallons $178.00 $117.77 $55.00
9,000 gallons $210.50 $137.77 $60.00
10,000 gallons $243.00 $157.77 $65.00

Currently, the average monthly water bill at Whispering Pines is $93.66 while the average monthly water bill at Northridge is
$71.51. At their average water use levels, the new monthly water bills at SCWW would be $50.00.

() Attach a list of the contact information for each affected customer. At a minimum, the list will include each
customer's name, mailing address, and service address (if different); (see accompanying documents) and

(g) Provide any other information pertinent to the action the utility is seeking approval for.

The Northridge water system serves approximately 75 equivalent dwelling units. The system consists of two
groundwater wells and associated casements, a booster station, and meters for all service connections. The
main waterline materials are PVC. As an independent system, water was pumped up to a 30,000 gallon
reservoir, after which it served the residences, pressurized only through gravity. Now that the booster station
pressurizes the system, the reservoir has been removed. The wells have limited production and have
experienced shortages in the past, causing high usage rates to be established. The reservoir site had no
easement and rent was paid to the landowner, who requested its removal. The wells, booster station, and any
water lines on private property have permanent easements and will be kept as part of the SCWW
infrastructure (the wells will be available as emergency backup sources). All other water lines are in the
public right of way.

The Whispering Pines water system serves approximately 21 equivalent dwelling units. It was served with
groundwater through a well (used through temporary agreement with the homeowner of the land on which it
exists) and a temporary 2” connection to SCWW to purchase bulk water when available and needed. There
were two 5,000 gallon reservoirs and two booster pumps at the well site. A structure was temporarily in use
to house the reservoirs and booster pumps, but the building was always owned by the homeowner. The
distribution system, which contains 8” PVC mainlines, had been pressurized through booster pumps. Since
construction of a new 12” water line from SCWW, Whispering Pines has relied solely on water from SCWW
(fed through gravity) and has enjoyed fire protection provided by SCWW. The 5,000 gallon reservoirs and
booster pumps have been removed from the well site and the well and building have been turned over to the
landowner. All remaining Whispering Pines infrastructure is in the public right of way or on property for
which a permanent easement has been granted (the remaining infrastructure is essentially just water lines).

Shady Cove Waterworks will continue to use the existing pipeline infrastructure from both Whispering Pines
and Northridge. Whispering Pines was constructed in around the year 2000 and Northridge was constructed
around the year 1992. The pipelines at both water systems are in good condition. Since there are already
physical interties connecting all three water systems, the transition for SCWW to directly serve all water
users and charge SCWW water rates is a formality.
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Wherefore applicant respectfully requests that the Commission enter an appropriate order authorizing the
transaction proposed herein.

Name of Utility ﬁ;/& hfr{v, &jod-f,f‘ Co;;p Date: 7/ 6 // 't 5

Lo oo

Slgnature of Water Uuhty Officer or Owner

State of Orw! A ) SS.
County of_Cfarn . L )
5 l as O L Sari_
(Name of Party signing above) being ﬁrst duly sworn, deposes and says he/she is
€ (Title)) CFo  of 4.land W.a{Name of Utility) , the applicant in the

foregoing application, that he/she has read said application, including all exhibits thereto, knows the
contents thereof, and the same are true to the best of his/her knowledge and belief.

OFFICIAL SEAL
CORIE S PARLETTE
NOTARY PUBLIC-OREGON
COMMISSION NO. 468723
MY COMMISSION EXPIRES MAY 28, 2018

Revised: 5/13/15
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