
ITEM NO.  CA10 

PUBLIC UTILITY COMMISSION OF OREGON 
STAFF REPORT 

PUBLIC MEETING DATE: May 16, 2024 

REGULAR  CONSENT X EFFECTIVE DATE May 17, 2024 

DATE: May 1, 2022 

TO: Public Utility Commission 

FROM: Scott Shearer 

THROUGH: Bryan Conway and Russ Beitzel SIGNED 

SUBJECT: ROATS WATER SYSTEM, INC.:  
(Docket Nos. UI 326, UI 497)  
Requests approval of Affiliated Interest Agreements with William K. Roats. 

STAFF RECOMMENDATION: 

Staff recommends that the Oregon Public Utility Commission (the Commission) approve 
Roats Water System, Inc.’s (Roats or the Company) Affiliated Interest (AI) commercial 
property rental agreements with William K. Roats (WKR), subject to the following 
conditions: 

1. The Company will provide the Commission access to all books of account as well
as all documents, data, and records that pertain to any payments made from the
Company to Affiliates.

2. The Commission reserves the right to review, for reasonableness, all financial
aspects of this transaction in any rate proceedings or alternative form of
regulation.

3. The Company will notify the Commission in advance of any substantive changes
to the Agreement, including any material changes in price. Any such changes
shall be submitted in an application for a supplemental order (or other
appropriate format) in this docket.

4. The Company will report to the Commission, as part of its annual affiliated
interest report, a summary of Affiliate costs charged to the Company.

5. The value related to these AIs will be decided in the concurrent rate case, Docket
No. UW 198.
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DISCUSSION: 

Issue 

Whether the Commission should grant the Company’s request to enter into AI 
commercial property rental agreements with WKR, for the provision of AI services to 
Roats.  

Applicable Law 

Pursuant to ORS 757.015(1) and (2), a corporation or person has an affiliated interest 
relationship with a public utility when it owns or holds, directly or indirectly, in any chain 
of successive ownership, at least five percent of the voting securities of that public 
utility. Further, the Statute states that a corporation that is owned by any corporation or 
person owning at least five percent of the voting securities of a public utility also has an 
affiliated interest relationship with the public utility. ORS 757.015(3). Lastly, according to 
ORS 757.015(5), every corporation that has two or more officers or two or more 
directors in common with a public utility has an affiliated interest with the public utility.  

ORS 757.495(1) and OAR 860-036-2210(2) require that when a public utility enters into 
a contract with an affiliated interest, it must seek Commission approval of the contract 
within 90 days of execution of the contract. The contract shall be deemed to be 
executed on the date the parties sign a written contract or on the date the parties begin 
to transact business under the contract, whichever date is earlier. ORS 757.495(6) 
requires the Commission to enter an order on the matter within 90 days after the matter 
has been submitted to the Commission for consideration.  

Pursuant to ORS 757.495(3), the Commission will approve affiliated interest 
agreements if the terms are fair and reasonable and not contrary to the public interest. 
However, the Commission need not determine the reasonableness of all financial 
aspects of the agreement for ratemaking purposes and may reserve that issue for 
subsequent proceedings.1 

Pursuant to OAR 860-036-2230(2)(e), when services or supplies are sold to a water 
utility by an affiliate, sales must be recorded in the water utility’s accounts at the lower of 
the affiliate's cost or the market rate. The affiliate’s cost must be calculated using the 
water utility's most recently authorized rate of return.  

1  See Order No. 11-071 in Docket No. UI 306. 
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Analysis 
 
Background 
Roats is a privately owned, fully regulated water utility, serving approximately 4,000 
customers in the vicinity of Bend, Oregon. WKR is the majority shareholder of the 
Company and is the President/CEO.  
 
Roats filed AI applications seeking Commission approval of 1) a revised rental 
agreement for an existing Commission approved contract (UI 326)2 and 2) a new rental 
agreement (UI 497) for additional property, both used for the provision of AI services to 
the Company by WKR. 
 
The Company filed said supplemental applications on February 28, 2024, pursuant to 
ORS 757.495(2) and OAR 860-036-2210(2).  
 
UI 326 – Revised Rental Contract 
This contract deals with the following property owned by WKR and leased to the 
Company.  
 

• Property A – 86,530 sq/ft Service Office and equipment lot. The proposed rental 
amount is $0.05 per sq/ft of space, totaling $4,179 per month. 

• Property B – 3,000 sq/ft Shop and Warehouse. The proposed rental amount is 
$1.00 per sq/ft of space, totaling $3,000 per month. 

• Property C – 56,000 sq/ft “Brookswood” that contains the well and water storage 
facilities. The proposed rental amount is $0.05 per sq/ft of space, totaling 
$2,800 per month.  

• Property D – 2,277 sq/ft Business Office. The proposed rental amount is 
$1.00 per sq/ft of space, totaling $2,024 per month.  

 
Staff reviewed real estate listings in and around the Bend area and found the following 
comparable properties:3  
 
For Properties A and C: 
 

• Listing 1 – 14,000 sq/ft storage lot in Redmond at $0.13 per sq/ft.4  
• Listing 2 – 87,000 sq/ft storage lot in Prineville at $0.03 per sq/ft.5   

 
2  See Order No. 13-066. 
3  Note: All real estate listings show price per sq/ft, per year. Staff converted prices to reflect monthly 

per sq/ft charges.  
4  See Exhibit A, Page 1. 
5  Id. at 4. 
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Staff found the cost for Listing 1 is significantly higher than Roats proposed amount, the 
property size is not sufficient for Roats’ needs, and the distance to the subject property 
is 21 miles from Roats’ location in Bend.6  
 
Staff found the cost for Listing 2 is slightly less than Roats proposed amount, the 
property size much larger than Roats’ needs, and the distance to the subject property is 
35 miles from Roats’ location in Bend.7  
 
For Property B:  
 

• Listing 3 – 3,636 sq/ft of industrial space in Bend at $1.25 per sq/ft.8 
• Listing 4 – 4,440 sq/ft of industrial space in Bend at $1.10 per sq/ft.9 

 
For Property D:  
 

• Listing 5 – 3,117–6,461 sq/ft office space in Bend at $3.25 per sq/ft.10 
• Listing 6 – 800–2,560 sq/ft office space in Bend for $1.55 per sq/ft.11 

 
Staff found both comparable listings are more expensive than the proposed rental 
amount listed by the Company.   
 
UI 497 – New Rental Contract  
This contract deals with the following property owned by WKR and leased to the 
Company.  
 

• Property E – 20,037 sq/ft Parking and Storage lot. The proposed rental amount is 
$0.05 per sq/ft of space, totaling $1,002 per month, or $12,024 per year.  

 
Staff reviewed real estate listings in and around the Bend area and found the following 
comparable properties:  
 

• Listing 1 – 14,000 sq/ft storage lot in Redmond at $0.13 per sq/ft.12  
• Listing 2 – 87,000 sq/ft storage lot in Prineville at $0.03 per sq/ft.13   

 
6  Id. at 6. 
7  Id. at 8. 
8  Id. at 10. 
9  Id. at 14. 
10  Id. at 17. 
11  Id. at 20. 
12  Id. at 1. 
13  Id. at 4. 
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Staff found the cost for Listing 1 is significantly higher than Roats proposed amount, the 
property size is not sufficient for Roats’ needs, and the distance to the subject property 
is 21 miles from Roats’ location in Bend.14  
 
Staff found the cost for Listing 2 is slightly less than Roats proposed amount, the 
property size much larger than Roats’ needs, and the distance to the subject property is 
35 miles from Roats’ location in Bend.15  
 
While the direct cost for Listing 2 is lower than the amount proposed by Roats for the 
newly leased property, it is wholly unsuitable for Roat’s needs based on the distance 
from Roats operations and the amount of property required to be retained. Any costs 
savings from the different rates would be lost in the total amount required to be leased 
and the mileage, wear and tear on equipment, and insurance increases at a minimum.  
 
Terms and Conditions 
Staff reviewed both contracts, between the Company and W. K. Roats and did not 
observe any unusual terms or conditions in the Agreements. The Agreements appear 
similar to other property rental agreements typically used by water utility companies. 
 
Transfer Pricing 
Based on the above information, Staff determined that both Agreements meet the lower 
of costs or market rates for service provided to Roats. Staff notes that, due to rounding, 
the individual figures listed do not equal exact amounts for month and yearly totals. 
However, given the safeguards provided by Conditions 2 and 5, Staff believes the 
contracts are reasonable.  
 
Public Interest Compliance  
The costs for each of the property listings is less than the comparable market rents for 
similar pieces or property and therefore is an overall benefit to customers. Staff believes 
the agreements are fair and reasonable, and not contrary to the public interest.  
 
Conclusion 
 
Based on the review of this application, Staff concludes the following: 
 

1. The proposed affiliated interest agreements are fair, reasonable, and not contrary 
to the public interest; and 
 

2. Necessary records are available.  
 

14  Id. at 6. 
15  Id. at 8. 



Docket Nos. UI 326, UI 497 
May 1, 2024 
Page 6 
 
 
The Company has reviewed a draft of this memo and voiced no concerns. 
 
 
PROPOSED COMMISSION MOTION: 
 
Approve Roats Water System, Inc.’s Affiliated Interest commercial property rental 
agreements with William K. Roats, subject to Staff’s conditions identified in the Staff 
Recommendation section of this staff report. 
 
Roats UI 326, UI 497 
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P�R�QNU�����̂�UT�����èf�RN��gU��TNNRa�&�hh��������̂�UT���N������NR�M����T�����RM���R�_����NVV�̂��̂N�V�R��̂��RNNSa�eif]ejf�NU�TNNR���RT���NR�M��PQ�̂Q�̂���O��V��̂�T�VNR���̂UR����NR�M�a�&N�US������T�OU��T��M���M��M��P��Q�������̂ �̂����N�WP��kla&����M�

�89:;<=>?@2$@'m��:><'�>8�F���'89 )nn+�F��n<o��<pbjpj����NV���TU��R�������̂��-_����O������E��Tb�A��kllde �qrstrstru�rvwr�xy trrz�{|�r}~��}u�����u�����zz����������}����s��������}�����{|������������{�}

~}}��vss����������}����s���}���strrz�{|�r}~��}��������s��wz�t��s rs�

Exhibit A - Page 12



���������	
������	
������������	���� ������	�
�� 	���� �!"#	��$�%&	���� #'�"(% �& �)*+��,�& �)*+-�,�&	��..�/ 012*34	�5'	678394	:;����� �	<	�	=)>7*	�?@A3*B)82C
D�6������D�E��FGGH	IJ	G K	� 	��%L�	M�/�&	NGOPFNFG	Q R

S�LL%��

�?@A3*B)82T
29U	�A)*9	)?	E�	V9?@ #��W	E�	�*7	�*XYZXZ	�M	�[	\���L &�%�	�.%]�	̂_%��%̀��	��	����Y	ab	cHHNO 	defgefgeh	eije	kl geem	no	epq	rph	stuvh	wx	ymmz{	|	}uv~�p����f��t�	r~�pt	�u	no	stuv	�	����ntp

qpp��iff��������utp����f���p�u�fgeem|no|epq|rp|stuv|wxf�{jm�g��f jfy

Exhibit A - Page 13



��������	
��	��������������������������������	��������������������

� !! "#$$ %#

�����������	����&'&&(�)*�+,�-./0$123 !�)4 5#�67 3! 8!#�3.�9#./'�:;�<==(> �? @ABCABCAD�AEFF�GH IJKKL�MNOPQRS�TUD�VOSUD�WT�XYYKJ�Z�[SU\]̂P_R̀�abP�cOR]O�d�cbbefÔ
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