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INTRODUCTION 1 

Q. PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS 2 

ADDRESS. 3 

A. My name is Celeste Hari.  I am a Utility Analyst in the Telecommunications and 4 

Water Division of the Utility Program for the Public Utility Commission of 5 

Oregon (Commission).  My business address is 3930 Fairview Industrial Dr. 6 

SE, Salem, Oregon 97302.  7 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK 8 

EXPERIENCE. 9 

A. My Witness Qualification Statement is found in Exhibit Staff/101, Hari/1. 10 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 11 

A. The purpose of my testimony is to introduce and support the Stipulation 12 

entered into by the Parties in Docket UW 160, Sunriver Water, LLC’s request 13 

for a general rate revision.   14 

Q. WHO IS TESTIFYING IN THIS DOCKET? 15 

A. I am testifying as the primary Staff witness in UW 160.  Ms. Laurel Anderson 16 

will provide additional testimony in Staff/200, Anderson/1-13 regarding details 17 

of the following issues: 18 

Issue 1 … The Separation of Sunriver and Sunriver Enviornmental, LLC ......... 2 19 

Issue 2 … The Golf Courses, Revenue Requirement and Rates ....................... 3 20 

Issue 3 … Staff's Analysis of Sunriver’s Plant and CWIP .................................. 7 21 

Issue 4 … Staff's Analysis of the Management Contract and Accounting  22 

                 Practices ......................................................................................... 10 23 

Issue 5 … Wages and Salaries, Pensions and Benefits 24 

       Expenses…………………………………………………………………12 25 

 26 
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Q. WHO ARE THE PARTIES IN DOCKET UW 160? 1 

A. The Parties in Docket UW 160 are:  Sunriver Water, LLC (Sunriver or 2 

Company), Commission Staff (Staff), and the Sunriver Owners Association 3 

(SROA).   4 

Q. DID THE PARTIES REACH A SETTLEMENT IN UW 160? 5 

A. Yes.  All Parties reached an agreement in this docket.  The agreement is 6 

outlined in the Stipulation filed with this testimony.  7 

Q. DID YOU PREPARE EXHIBITS FOR THIS DOCKET? 8 

A. Yes. I prepared Exhibit Staff/100, consisting of 24 pages, Exhibit Staff/101, 9 

Hari/1, consisting of one page, and Exhibit Staff/102, consisting of 13 pages.    10 

Q. HOW IS YOUR TESTIMONY ORGANIZED? 11 

A. My testimony is organized as follows: 12 

Issue 1 ----- Staff's Summary Recommendation ......................................... 3 13 

Issue 2 ----- Sunriver's Description and Regulatory History ........................ 3 14 

Issue 3 ----- Summary of Sunriver's General Rate Filing............................. 4 15 

Issue 4 ----- Summary of Staff's Analysis of Sunriver's Filing ...................... 7 16 

Issue 5 ----- Staff's Review of Sunriver's Filing ........................................... 7 17 

Issue 6 ----- Customer Concerns............................................................... 15 18 

Issue 7 ----- Allocation of Cost to the Golf Courses ................................... 18 19 

Issue 8 ----- Cost of Capital ....................................................................... 19 20 

Issue 9 ----- The Stipulation ...................................................................... 21 21 

 22 
Table 1 ---- Proposed Miscellaneous Fees ................................................. 6 23 

Table 2 ---- Plant and Depreciation ........................................................... 13 24 

Table 3 ---- Cost of Capital ........................................................................ 20 25 

Table 4 ---- Revenue Requirement Comparison ....................................... 21 26 

 27 
Exhibit 101 ---- Witness Qualification ................................................... Hari/1 28 

 29 
Exhibit 102 ---- Revenue Requirement ................................................. Hari/1 30 

Exhibit 102 ---- Adjustment Summary .................................................. Hari/2 31 

Exhibit 102 ---- Cost of Capital ............................................................. Hari/3 32 
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Exhibit 102 ---- Company Current and Proposed Rates ....................... Hari/4 1 

Exhibit 102 ---- Stipulated Rates .......................................................... Hari/5 2 

Exhibit 102 ---- Plant ....................................................................... Hari/6-10 3 

Exhibit 102 ---- Golf Plant .............................................................. Hari/11-13 4 

 5 
 6 

ISSUE 1 7 

STAFF’S SUMMARY RECOMMENDATION 8 

Q. WHAT IS STAFF’S SUMMARY RECOMMENDATION? 9 

A. Staff recommends that the Commission adopt the Stipulation agreed to by the 10 

Parties in UW 160.  The Parties agreed to a revenue requirement of 11 

$1,755,539 and rates as outlined in the Stipulation, Attachment B - Sunriver’s 12 

tariffs, and shown in my testimony. 13 

 14 

ISSUE 2 15 

SUNRIVER’S DESCRIPTION AND REGULATORY HISTORY 16 

Q. PLEASE DESCRIBE SUNRIVER WATER, LLC. 17 

A. Sunriver is a rate and service regulated investor-owned water utility located in 18 

Sunriver, Oregon.  The Company is organized as a limited liability company or 19 

LLC.  The system was constructed in 1968 and began providing water service 20 

in 1969.  Sunriver serves a community consisting of full and part-time 21 

residences, multi-family condominiums, a resort hotel, commercial areas, golf 22 

courses, and recreational facilities.  The Company provides water service to 23 

approximately 4,300 residential/multi-family customers, 122 commercial 24 
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customers, 113 irrigation customers, 40 flat rate customers, and two golf 1 

courses (GC).  2 

 Sunriver is owned by Sunriver Resort LP (Resort).  The Resort is organized as 3 

a limited partnership and holds 100 percent of the equity interest of Sunriver.  4 

The Resort also holds 100 percent interest of Sunriver Environmental, LLC, 5 

which is an unregulated wastewater utility. 6 

Q. PLEASE PROVIDE A SUMMARY OF SUNRIVER’S REGULATORY 7 

HISTORY. 8 

A. Sunriver has been providing water service since 1969; however, it has only 9 

been a rate and service regulated water utility since 1983.  The Company 10 

came under the Commission’s regulatory authority when it began serving in 11 

excess of 500 customers.  The Company has filed several previous rate cases, 12 

the last being UW 147, which was completed in 2011.  The Commission 13 

approved a rate increase of 24.82 percent In UW 147.1  14 

 15 

ISSUE 3 16 

SUMMARY OF SUNRIVER’S GENERAL RATE FILING 17 

Q. PLEASE DESCRIBE SUNRIVER’S RATE APPLICATION. 18 

A. The Company filed for a general rate increase on February 28, 2014.  The 19 

application proposed an annual revenue increase of $429,844, resulting in total 20 

annual revenues of $2,026,219 with a 10 percent rate of return on a rate base 21 

of $2,892,319.  Sunriver’s application stated its proposed increase was 22 

                                            
1
 Order No. 11-100, issued on March 31, 2011 
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28.2 percent above 2013 test year revenues.  Staff calculated Sunriver’s 1 

proposed increase at 26.93 percent. 2 

Q. WHY IS THE COMPANY REQUESTING THE GENERAL RATE 3 

INCREASE? 4 

A. Sunriver asserts that it requires a rate increase because, “…a public utility 5 

company is allowed to make a reasonable rate of return on its investment.”  6 

The application also states, “Sunriver Water Company has not met this rate of 7 

return in the 2013 test year and since the last rate increase has or will increase 8 

its investment in assets within six months of this application.”  Finally, Sunriver 9 

states that it has not kept up with rising annual inflationary costs of operating 10 

expenses. 11 

Q. WHAT ARE THE CURRENT RATES AND WHAT RATE INCREASES DID 12 

SUNRIVER PROPOSE IN ITS APPLICATION?   13 

A. Please see Staff/102, Hari/4 for the Company’s current and proposed rates as 14 

stated in its application. 15 

Q. WHAT ARE THE EFFECTS OF SUNRIVER’S PROPOSED RATES ON THE 16 

AVERAGE CUSTOMERS? 17 

A. In its application, Sunriver proposed the following monthly bill changes: 18 

1. Average residential rate increase from $17.71 to $22.81; 19 

2. Average commercial rate increase from $20.69 to $29.38; 20 

3. Average irrigation rate increase from $19.35 to $29.07;  21 

4. Flat-rate customer rate increase from $19.69 to $24.60;  22 
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5. No change to the current rates for the golf course of $1,699.14 base rate 1 

and a $0.44 per 1000 gallons commodity rate. 2 

Q. DID THE COMPANY REQUEST ANY OTHER TARIFF CHANGES? 3 

A. Yes.  The Company proposed a change to Schedule 8, Miscellaneous Service 4 

Charges.  The specific changes increase the per hour charge for the Trouble-5 

Call Charge and the Disconnection/Reconnect Charge by $10 per hour each.  6 

Table 1 shows the old and new charges. 7 

TABLE 1 – PROPOSED MISCELLANEOUS FEES 8 

Miscellaneous 
Fees 

CURRENT 
Normal 

Office Hours 
Charge/hour 

PROPOSED 
Normal 

Office Hours 
Charge/hour 

CURRENT 
After  

Hours 
Charge/hour 

PROPOSED 
After  

Hours 
Charge/hour 

Trouble-Call $30 $40 $50 $60 

Disconnection/ 
Reconnect 

$30 $40 $50 $60 

 9 

Q. DID THE COMPANY REQUEST ANY INVESTMENTS IN ASSETS AND 10 

CHANGES TO UTILITY PLANT? 11 

A. Yes.  Sunriver’s application proposed a net increase to plant of $481,892, from 12 

$2,410,427 to $2,892,319.  Included in Sunriver’s proposed increase was 13 

$650,000 in Construction Work In Progress (CWIP) and additional 14 

accumulated depreciation of $177,174.  The CWIP requested was for a portion 15 

of a multi-year new reservoir project.  16 

  17 
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ISSUE 4 1 

SUMMARY OF STAFF’S ANALYSIS OF SUNRIVER’S FILING 2 

Q. PLEASE SUMMARISE STAFF’S ANALYSIS OF SUNRIVER’S REQUEST 3 

FOR A GENERAL RATE REVISION. 4 

A. Staff’s analysis of Sunriver’s application determined a revenue requirement of 5 

$1,702,006 resulting in an annual revenue increase of $105,631 or  6 

6.62 percent above the Company’s 2013 test year revenues, with an 8 percent 7 

rate of return on a rate base of $4,239,281. 8 

 9 

ISSUE 5 10 

STAFF’S REVIEW OF SUNRIVER’S FILING 11 

Q. WHAT ISSUES DID STAFF INVESTIGATE? 12 

A. Staff’s investigation and analysis of Sunriver’s general rate filing included a 13 

comprehensive examination of the Company’s revenues, expenses, proposed 14 

adjustments, rate spread and rate design, rate base, capital improvements, 15 

cost of capital, capital structure, quality of service, capacity, and customer 16 

concerns.  Specific expense issues included a thorough review of the 17 

Management Contract between Sunriver and the Resort, additional affiliated 18 

interest expenses, and the proposed new reservoir project.  Staff further 19 

investigated customer concerns expressed during the case.  Finally Staff 20 

reviewed the cost allocations between Sunriver and Sunriver Environmental, 21 

LLC and the cost allocations between the GC and the other Sunriver 22 

customers. 23 
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Q. PLEASE DISCUSS STAFF’S REVIEW OF SUNRIVER’S EXPENSES. 1 

A. Staff examined Sunriver’s expenses with consideration of the prudency and 2 

reasonableness of each expense and in accordance with the rules and statutes 3 

that apply to rate-regulated water companies.  Staff adjusted several expense 4 

accounts by eliminating the expense, reallocating the expense, or transferring 5 

expenses from one account to another.  All of Staff’s adjustments are shown in 6 

Exhibit Staff/102, Hari/2.  However, the following is a brief explanation of the 7 

most significant adjustments.  More detailed information regarding these 8 

adjustments is discussed in Staff/200, Anderson/1-13. 9 

 Salaries and Wages 10 

 Sunriver’s test year wage expense as reported in its application was $463,539.  11 

Sunriver’s proposed wage expense is $530,217.  Staff adjusted test year 12 

wages to reflect actual wages shown in the employees’ 2013 Form W-2s.  Staff 13 

disallowed the salary of an employee that more appropriately belongs in the 14 

Management Agreement and removed wages for vacant positions that were not 15 

going to be filled.  Staff allowed for a two percent employee raise and two new 16 

positions, a GIS Support Technician and a Utility Worker, as requested in the 17 

application.   18 

 Staff identified, verified, and used the salary allocations for water/wastewater 19 

supplied by Sunriver, which allows only water employee salaries in rates.  The 20 

results of Staff’s review resulted in a downward adjustment of $37,100, bringing 21 

the total annual Salaries and Wages expense to $493,117.  22 

 23 
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 Employee Pension and Benefits 1 

 Sunriver’s test year Pension and Benefits Expense as reported in its application 2 

was $162,503.  Sunriver’s proposed expense is $185,407.  Staff removed all 3 

benefits associated with the salaries that were removed.  In addition, the 4 

Company had previously coded all of the benefit costs to the employee’s 5 

“home” station, either water or wastewater, which resulted in overstating or 6 

understating individual employee benefits.  Staff recalculated these amounts 7 

and then adjusted the pension/benefits according to the same water/ 8 

wastewater allocation split used for wages. Lastly, Staff removed the monetary 9 

value of accumulated vacation time that was listed as an expense resulting in 10 

an annual Pension and Benefits Expense of $110,295. 11 

 Contract Services – Accounting 12 

 Sunriver’s test year Contract Services - Accounting Expense as reported in its 13 

application was $20,000.  Sunriver’s proposed expense is $20,000.  This 14 

amount represents the allocated cost by the Resort to Sunriver for its portion of 15 

the Resort’s audit expense.  Staff concluded that it is not reasonable for the 16 

customers to pay for the Resort’s audit since no audit of the water utility is 17 

performed, nor is one required.  Further, this is an affiliated interest transaction 18 

for which there is no approved affiliated interest contract.  Staff disallowed the 19 

full $20,000, resulting in an annual Contract Services - Accounting Expense 20 

related to audits of $0.   21 

  22 
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Management Fees  1 

 Sunriver’s test year affiliated interest Management Contract Expense as 2 

reported in its application was $166,060.  Sunriver’s proposed expense related 3 

to that contract is $177,684.  Sunriver’s affiliated interest Management Contract 4 

(Contract) was first approved in UI 168 in 1998, and amended in 2002.  The 5 

cost of the Contract was set at $110,164 in 2002 and included an escalation 6 

clause that allowed for no less than a three percent increase and no more than 7 

a seven percent increase each year.   8 

 The services provided under the Contract consist of Accounting, Officer Costs, 9 

Other Administrative, Human Resources, and Information Technology.  The 10 

Resort believes it is not being fairly compensated for the “actual” cost of the 11 

work performed under the Contract.  The Resort claims that under the Contract, 12 

it is entitled to an increase of up to seven percent per year.  Sunriver escalated 13 

the Contract at seven percent annually from 2011 to 2013, and stated its 14 

intention to continue the seven percent increase until the expense reaches the 15 

level the Resort believes is satisfactory.   16 

 Staff believes use of a seven percent escalation rate is not justified.  The 17 

escalation is well above the Consumer Price Index, which has been an average 18 

of 2.3 percent per year since 2002.  19 

 Staff reduced the expense escalation to three percent per year since UW 147.  20 

Staff concluded that an annual management expense of $153,826, based on 21 

that escalation was reasonable.  22 
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 The stipulated revenue requirement includes $166,401 for this expense item.  1 

The $166,401 reflects an escalation factor lower than the seven percent 2 

requested by the Company. 3 

Q. DID STAFF HAVE ISSUES REGARDING THE CONTRACT OTHER THAN 4 

THE APPROPRIATE ESCALTION LEVEL TO BE USED? 5 

A.  Yes. Staff investigated the management fees, the services provided, the 6 

services stated in the Contract, and the associated costs.  Staff’s review of the 7 

Company’s data responses regarding the Contract concluded that the Resort 8 

was unable to provide documentation supporting the prudency of the amounts 9 

charged within the Contract or that the expenses met the lower of cost or 10 

market standard which the Commission applies to affiliated interest 11 

transactions.  Staff also found the description of services and financial 12 

arrangements within the Contract to be outdated and subjective. 13 

Q. DID THE PARTIES AGREE TO A MECHANISM TO ADDRESS STAFF’S 14 

OTHER CONCERNS REGARDING THE MANGEMENT CONTRACT? 15 

A. Yes. The adoption of Condition No. 2 to the Stipulation was designed to address 16 

these concerns.  Condition No. 2 ameliorates the concerns detailed in Issue 17 

No. 9 of my testimony and addresses issues related to all affiliated charges the 18 

Company will request recovery of in its next rate application.   19 

 Rental of Building/Real Property 20 

 Sunriver’s test year Building Rental Expense as reported in its application was 21 

$33,600.  Sunriver’s proposed building rental expense is $33,600.  Staff 22 

disallowed the entire expense of $33,600 because it represents rent and utility 23 
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charges paid to Sunriver Environmental, LLC and as such, must have an 1 

approved affiliated interest agreement.  There is no affiliated interest agreement 2 

in place that covers Building Rental Expense, no affiliated interest application 3 

was filed for this expense, nor is it included in the Contract.   4 

 The Building Rental Expenses included estimated set prices for the electric and 5 

gas utilities associated with the building.  Those costs are identifiable and 6 

should be recorded in Other Utilities Expense.  Staff verified the utility charges, 7 

adjusted them accordingly, and moved them to the appropriate expense 8 

account.   9 

 Contract Services – Computer/Electronic 10 

 Sunriver’s test year Computer/Electronic Expense as reported in its application 11 

is $56,335.  Sunriver’s proposed expense is $51,978. Staff’s investigation found 12 

that $33,205 of this expense was paid directly back to the Resort for computer 13 

services.  However, computer services are covered under the Contract.  Staff 14 

determined that Sunriver cannot request a separate expense paid to the Resort 15 

when the cost is already covered in the Contract.  Staff also made other 16 

adjustments to move transactions to more appropriate accounts, correct 17 

allocations, or disallow transactions.  In total, Staff removed $32,803 from this 18 

expense account, resulting in an annual Computer/Electronics expense of 19 

$19,175.  20 
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Q. PLEASE DISCUSS STAFF’S REVIEW OF SUNRIVER’S PROPOSED 1 

PLANT. 2 

A. The Company’s test year total utility plant as indicated on its application was 3 

$5,127,033.  The Company proposed utility plant is $5,777,033.  This includes 4 

a $650,000 increase in plant as Construction Work In Progress (CWIP) for one 5 

phase of Sunriver’s reservoir project to be complete in the summer of 2015.  6 

After further discussion with the Company and the Interveners, Staff 7 

recommended including $2,032,967 in CWIP to capture construction costs that 8 

allows for full completion of the reservoir project. 9 

 Staff reconciled and updated Sunriver’s utility plant and depreciation schedule 10 

to December 31, 2014.  See Exhibit Staff/102, Hari 6-10, which shows the plant 11 

and depreciation schedules.  Table 2 summarizes the Company’s plant and 12 

depreciation in the test year, Sunriver’s proposed plant and depreciation, and 13 

Staff’s recommended plant and depreciation.  Details of the plant and 14 

depreciation can be found in Staff/200, Anderson/7. 15 

 TABLE 2 – TEST YEAR, COMPANY PROPOSED, AND STAFF’S 16 
RECOMMENDED PLANT AND DEPRECIATION 17 

 
TEST  
YEAR 

COMPANY 
PROPOSED 

STAFF’S 
RECOMMENDED 

UTILITY PLANT $5,127,033 $5,777,033 $7,128.133 

ACCUMULATED 
DEPRECIATION 

$2,855,167 $3,032,341 $3,012,034 

NET PLANT $2,271,866 $2,744,692 $4,116,099 

  18 
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Q. PLEASE COMPARE THE COMPANY’S PROPOSED RATE BASE AND 1 

STAFF’S RECOMMENDED RATE BASE. 2 

A. The Company’s proposed rate base in its application was $2,892,319.  Staff 3 

adjusted utility plant to include plant constructed since UW 147 and CWIP as 4 

previously discussed.  Staff’s recommended rate base is $4,244,046. 5 

Q. PLEASE DESCRIBE WHAT IS INVOLVED IN THE RESERVOIR PROJECT. 6 

A. The reservoir project consists of: 1) preliminary engineering studies and 7 

reports, (2) site preparation, including boring beneath existing railroad tracks, 8 

(3) foundations such as providing a road, electricity, and pipes and valves to 9 

the site, (4) laying water transmission and distribution pipes, and (5) 10 

construction of a new 1.25 million gallon reservoir. 11 

Q. PLEASE DISCUSS WHY THE RESERVOIR PROJECT IS NECESSARY. 12 

A. The reservoir project is needed to provide Sunriver with additional water to 13 

address current peak capacity, water pressure, and fire flow issues.  The 14 

necessity of this project was first identified in an engineering study conducted 15 

by DMJM Hilton in 1979.  Additional studies were conducted in 2000 by 16 

CH2MHill and in 2011 by WHPacific.  Each of the additional studies reiterates 17 

the need for additional storage capacity, and in fact, increases the amount of 18 

recommended storage with each study.   19 

 The reservoir will provide storage in peak demand times, hold a higher level of 20 

water in case of emergency situations, and provide a second water supply for 21 

firefighting and customer use.  Currently, if an emergency should occur, the 22 

individual reservoir water would be depleted in less than one and one-half days.  23 
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In a fire emergency, the water would be depleted in even less time.  The 1 

second reservoir increases the capacity to two and one-half days.   2 

 The second reservoir will also give the Company a second source from which 3 

to provide water should the current reservoir be rendered unavailable for any 4 

reason. 5 

 The new reservoir will also remedy a long standing customer water pressure 6 

issue at the north end of Sunriver.  Water coming from the single south 7 

reservoir typically has a drop in pressure during peak demand when the water 8 

simply cannot be moved through the pipes fast enough.  There is a location 9 

along the line where the supply pipes join together, thus causing a reduction in 10 

flow capacity.  This in turn causes the pressure to drop for customers beyond 11 

that restriction point.  The north reservoir will provide water beyond the point 12 

where the problem is located, thus solving the pressure issue.   13 

 For the reasons stated above, the reservoir is a benefit to every customer of 14 

Sunriver.   15 

 16 

ISSUE 6 17 

CUSTOMER CONCERNS 18 

Q. DID THE CUSTOMERS EXPRESS ANY CONCERNS DURING THE RATE 19 

CASE?   20 

A. Yes.  Staff received several letters, emails, and telephone calls from individual 21 

customers.  Most of the customers were generally unhappy at the prospect of 22 

their rates increasing.  This is a typical concern in rate cases, and Staff 23 
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immediately addressed those on an individual basis.  Other customer concerns 1 

included customer service, water provision, water safety, and the necessity and 2 

justification for Sunriver’s request for an increase.  The SROA was concerned 3 

about Sunriver’s Contract with the Resort and affiliate accounting practices, 4 

including eliminating accounts.2  The SROA also shares the same customer 5 

issues stated above.  SROA filed a Petition to Intervene, which was granted.  6 

All concerns were considered by Staff in this rate case. 7 

Q. WHAT ACTIONS DID STAFF TAKE TO ADDRESS THESE CONCERNS? 8 

A. Staff addressed the customer issues as shown below: 9 

 General Displeasure Regarding a Rate Increase 10 

 Customers contacting the Commission with a complaint regarding a general 11 

rate increase were handled by Staff or the Consumer Services Division.  12 

Information regarding how a rate case is investigated, including the length of 13 

time and the depth of examination, was given to the customers to assure them 14 

that the proposed rates would be investigated.  15 

 The Need for an Increase  16 

 A number of customers felt the request for the increase was driven by 17 

Company growth due to providing service to the Crosswater and Caldera 18 

subdivisions.  Some customers believe that Sunriver should not provide water 19 

to any new-growth customers because it unfairly burdens the existing 20 

customers to pay for the infrastructure necessary to supply water to the new 21 

areas.    22 

                                            
2
 The accounting practices will be addressed in the conditions of the Stipulation. 
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 Staff’s response was twofold.  First, the infrastructures for the Crosswater and 1 

Caldera subdivisions were constructed with funds or contributions paid by the 2 

developer; therefore, the cost of the infrastructure was not included in rates.  3 

Sunriver assured Staff that all new development infrastructures would be 4 

handled in this way. 5 

 Second, Staff explained that the need for a rate adjustment is not based on 6 

growth, but rather on the cost of service and the opportunity for a reasonable 7 

return on the Company’s investment.  In particular, Sunriver needs to invest in 8 

additional storage capacity and a new reservoir that benefits all customers.   9 

 Affiliated Interests Between the Company and Sunriver Resort, LLP 10 

 Concerns were expressed regarding the amount of money passing between 11 

Sunriver and its affiliates.  In particular, customers are concerned that Sunriver 12 

is paying too much to the Resort in management fees.  As I described earlier, 13 

Staff did a thorough investigation of the Contract and other affiliated interest 14 

expenses included in the application.  As stated earlier, Condition 2 to the 15 

Stipulation was designed to address these issues.  That condition, as detailed 16 

in Issue 9 of my testimony, is designed to address issues related to accounting 17 

practices and charges from affiliates the Company will request recovery of in its 18 

next rate application.   19 
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ISSUE 7 1 

COST ALLOCATION TO THE GOLF COURSES 2 

Q. PLEASE EXPLAIN THE ISSUE OF COST ALLOCATION TO THE 3 

CROSSWATER AND CALDERA SPRINGS GOLF COURSES. 4 

A. Following established practices regarding Sunriver, Staff split the plant and 5 

expenses associated with the GC from the rest of the customers, allowing Staff 6 

to develop a separate GC revenue requirement.   7 

Q. PLEASE EXPLAIN WHY THE REVENUE REQUIREMENT FOR THE GC IS 8 

SEPARATED FROM THE REST OF THE REVENUE REQUIREMENT. 9 

A. The GC expenses and rate base can be identified and separated from the 10 

costs of serving the remaining customer classes allowing for better cost of 11 

service ratemaking.  The GC direct expenses and plant are identified and 12 

assigned.  The indirect/shared expenses and plant are allocated between the 13 

GC and other customers. 14 

 It is reasonable to separate the GC costs because Well #12, which supplies the 15 

majority of irrigation water for the GC, contains contaminants such as iron and 16 

manganese, which cause the water to have a green tint.  Although the 17 

contaminants do not present a health hazard, the green tint is offensive and 18 

unappealing for residential consumption. 19 

 Because the same water circumstances exist today, Staff finds it prudent to 20 

continue the separation of the GC from the other customer classes. 21 
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 Staff Exhibit/102, Hari/1 shows Staff’s recommended revenue requirement and 1 

expenses for Sunriver as a whole, and the separated amounts for the GC and 2 

the non-golf customers. 3 

Q. PLEASE EXPLAIN IN MORE DETAIL HOW SHARED EXPENSES ARE 4 

ALLOCATED BETWEEN THE GOLF COURSES AND THE NON-GOLF 5 

COURSE REVENUE REQUIREMENTS. 6 

A. Staff used the three allocations that were developed in UW 118 and applied in 7 

UW 147.  The three allocations are: 1) direct billing when possible, 2) meter 8 

allocation ratio for billing functions, and 3) a 3-factor allocation based on 9 

consumption, number of meters, and dedicated plant for the remaining 10 

expenses.  Further details of the GC revenue requirement are presented in 11 

Staff/200, Anderson/1-13.  The detail of the non-golf course customers is 12 

presented in Staff/100, Hari/1-24 and Staff/102, Hari/1-10. 13 

 14 

ISSUE 8 15 

COST OF CAPITAL  16 

Q. WHAT COST OF CAPITAL DID THE COMPANY REQUEST IN ITS 17 

APPLICATION? 18 

A. The Company requested a 10 percent cost of capital based on a 10 percent 19 

cost of equity and no debt.  Since the Company’s proposed capital structure 20 

included no debt, their proposed cost of capital, or allowed rate of return, was 21 

equal to their proposed cost of equity. 22 
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Q. PLEASE SUMMARIZE THE COST OF CAPITAL THE PARTIES 1 

STIPULATED TO. 2 

A. All parties in this docket stipulated to an 8 percent cost of capital, or allowed 3 

rate of return.  The derivation of the 8 percent cost of capital is shown in  4 

Table 3. 5 

TABLE 3 – RECOMMENDED COST OF CAPITAL 6 

 Cost Percentage Weighted Cost 

Debt 6.0% 50.0% 3.0% 

Equity 10.0% 50.0% 5.0% 

Total N/A 100.0% 8.0% 
 7 

Q. WHAT CAPITAL STRUCTURE DID STAFF RECOMMEND? 8 

A. Staff recommended a hypothetical capital structure comprised of 50 percent 9 

debt and 50 percent equity.  Staff believes this structure represents a 10 

reasonable outcome in line with capital structures employed by other water 11 

utilities and will result in a more reasonable cost of capital to be borne by 12 

customers. 13 

Q. WHY IS A HYPOTHETICAL CAPTIAL STRUCTURE APPROPRIATE? 14 

A. Sunriver is a relatively small portion of a much larger corporation and does not 15 

operate in isolation.  As a result, Sunriver has no “stand-alone” utility capital 16 

structure from which to derive a utility specific cost of capital.   17 

 The Commission has historically treated utilities without a “stand-alone” utility 18 

capital structure using a hypothetical capital structure.  The end result is that 19 

customers will be paying a cost of capital which more closely reflects a 20 

reasonable return for a stand-alone water utility. 21 
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 All parties have stipulated to the use of this hypothetical capital structure in this 1 

proceeding.   2 

Q. WHAT COST OF EQUITY IS STAFF RECOMMENDING IN THIS 3 

PROCEEDING? 4 

A. As shown in Table 3, Staff is recommending a 10 percent cost of equity in this 5 

docket.  All parties have stipulated to a 10 percent cost.   6 

Q. WHAT COST OF DEBT IS STAFF RECOMMENDING IN THIS 7 

PROCEEDING? 8 

A. As shown in Table 3, Staff is recommending a 6 percent cost of debt in this 9 

docket.  All parties have stipulated to a 6 percent cost of debt. 10 

 11 

ISSUE 9 12 

THE STIPULATION 13 

Q. WHAT REVENUE REQUIREMENT DID THE PARTIES STIPULATE TO IN 14 

UW 160? 15 

A. The Parties stipulated to a revenue requirement of $1,755,539 reflecting a 9.97 16 

percent or $159,164 increase over test year revenues.  A comparison of the 17 

Company’s proposed revenue requirement, Staff’s recommended revenue 18 

requirement, and the stipulated revenue requirement is shown in Table 4. 19 

TABLE 4 – REVENUE REQUIREMENT COMPARISON 20 

Revenue 
Requirement 

Sunriver 
Proposed 

Staff  
Analysis 

 
Stipulated 

Total Company $2,026,219 $1,702,006 $1,755,539 
  21 
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Q. WHAT RATES DID THE PARTIES STIPULATE TO IN UW 160? 1 

A. The Parties stipulated to the rates shown in Staff/102, Hari/5. 2 

Q. PLEASE EXPLAIN THE DIFFERENCE BETWEEN SUNRIVER’S 3 

PROPOSED RATES/RATE DESIGN AND THE STIPULATED RATES/RATE 4 

DESIGN. 5 

A. The Company currently has a single rate for all residential, multi-family, 6 

commercial, and irrigation customers.  Sunriver’s application proposed 7 

separating each of these customers into individual rate bands.  After the 8 

adjustments in the revenue requirement, Staff found this design did not produce 9 

fair and reasonable rates for any customer class. 10 

 Staff ran numerous rate scenarios and proposed rates to which the Parties 11 

stipulated.  Staff’s proposed rate design combines the residential, multi-family, 12 

and commercial customers into one class, a single class for irrigation 13 

customers, and a single class for fire protection.   14 

Q. WHAT ARE THE RATE COMPONENTS? 15 

A. Rates are comprised of a base rate that is charged regardless of water use and 16 

a commodity or usage rate that is charged per 1,000 gallons of water used.  17 

Compared to rates based on only commodity usage, this rate design relies less 18 

on the usage of water to maintain funds and ensures that there are adequate 19 

funds for the Company to operate during the winter months when there is lower 20 

water use.  It ensures that customers are paying for their own actual water used 21 

per month. 22 
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 The commodity rate for the residential/commercial customers is $1.39 for each 1 

1,000 gallons of water used.  Base rates differ due to the size of the meter.  2 

Larger meters will have increasingly higher base rates.  The full rate charts are 3 

presented in Exhibit/102, Hari/4.     4 

Q. WHAT ARE THE EFFECTS OF THE STIPULATED RATES ON THE 5 

AVERAGE CUSTOMER BILL? 6 

A. The effects of the stipulated rates on the average customer’s monthly bills are 7 

shown below: 8 

1. Average residential bills will increase from $17.71 to $20.06;  9 

2. Average Multi-Family bills will increase from $14.38 to $16.17; 10 

3. Average commercial bills (1” meter) will increase from $53.09 to $60.49; 11 

4. Average irrigation bills (2” meter) will increase from $210.87 to $256.64;  12 

5. Flat-rate customer bills will increase from $19.69 to $24.60;  13 

6. Golf course customer bills will change from a $1,699.14 base rate and a 14 

$0.44 per 1000 gallons commodity rate to a $2,235.43 base rate and a 15 

$0.31 per 1000 gallons commodity rate. 16 

Q. DID THE PARTIES STIPULATE TO THE GC RATES? 17 

A. Yes.  The Parties stipulated to the rate spread and rate design for GC, which 18 

are discussed in Staff/200, Anderson/1-13.  19 

Q. ARE THE RESULTING RATES FAIR AND RESONABLE? 20 

A. Yes.   21 

Q. DID THE PARTIES STIPULATE TO AN EFFECTIVE DATE FOR THE NEW 22 

RATES? 23 
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A. Yes.  The Parties agreed to an effective date of December 1, 2014, for the 1 

stipulated rates. 2 

Q. DOES THE STIPULATION CONTAIN ANY OTHER CONDITIONS? 3 

A. Yes.  The Parties agreed to the following conditions: 4 

 1. Sunriver Water, LLC will file a new affiliated interest contract within 90 5 

days of the date of the final order.  The application will address all of 6 

the charges from affiliates that the Company plans to seek rate 7 

recovery of in its next rate application. 8 

 2. Sunriver Water, LLC will separate the accounting for the water utility 9 

from the accounting for Sunriver Environmental, LLC and Sunriver 10 

Resort, LLP.  To accomplish this, separate Balance Sheets, Income 11 

Statements, and Cash Flow Statements for Sunriver Water, LLC must 12 

be submitted to the Commission on a quarterly basis until December 13 

31, 2016, and annually thereafter. 14 

Q. WHAT IS YOUR RECOMMENDATION REGARDING THE STIPULATION? 15 

A. Staff recommends the Commission admit the Stipulation and Staff’s testimony 16 

into the UW 160 record and adopt the Stipulation in its entirety.   17 

Q. DOES THAT CONCLUDE YOUR TESTIMONY? 18 

A. Yes. 19 
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Q. PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS 1 

ADDRESS. 2 

A. My name is Laurel Anderson.  I am a Water Utility Analyst in the 3 

Telecommunication and Water Division of the Utility Program for the Public 4 

Utility Commission of Oregon (Commission).  My business address is 3930 5 

Fairview Industrial Drive SE, Salem, Oregon, 97302. 6 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK 7 

EXPERIENCE  8 

A. My Witness Qualification Statement is included as Exhibit Staff/201, 9 

Anderson/1. 10 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY AND WHAT TOPICS DO 11 

YOU COVER? 12 

A. The purpose of my testimony is to provide support for the Stipulation in  13 

 Docket UW 160 entered into by Staff, Sunriver Water LLC (Sunriver or 14 

Company), and Sunriver Owners Association (SROA), hereafter collectively 15 

referred to as the Parties.  My testimony covers: 16 

 1. The separation of Sunriver costs from the costs of Sunriver Environmental, 17 

LLC; 18 

 2. Crosswater and Caldera Golf Courses (GC or the Golf Courses): 19 

 a. The separation of the GC expenses and plant, by direct assignment and 20 

allocations, from the expenses and plant borne by the other Sunriver 21 

customers; 22 

 b. The GC stipulated revenue requirement;  23 
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 c. The GC stipulated rates.  1 

 3. Sunriver’s utility plant including Construction Work in Progress (CWIP), and 2 

rate base; 3 

 4. Sunriver’s management contract with Sunriver Resort, LLP (the Resort); 4 

and  5 

 5. Sunriver’s employee wages and salaries and pensions and benefits. 6 

Q. DID YOU PREPARE EXHIBITS FOR THIS DOCKET? 7 

A. Yes. I prepared Exhibits Staff/200 and Staff/201, see below: 8 

 Direct Testimony  Staff/200, Anderson/1-13 9 
 Witness Qualification Sheet  Staff/201, Anderson/1 10 

 11 
Q. HOW IS YOUR TESTIMONY ORGANIZED? 12 

A. My testimony is organized as follows: 13 

Issue 1…The Separation of Sunriver and Sunriver Enviornmental, LLC ........... 2 14 

Issue 2…The Golf Courses, Revenue Requirement and Rates ......................... 3 15 

Issue 3…Staff's Analysis of Sunriver’s Plant and CWIP .................................... 7 16 

Issue 4…Staff's Analysis of the Management Contract and Accounting          17 

               Practices………………………………………………………………..….10 18 

Issue 5…Wages and Salaries, Pensions and Benefits .................................... 12 19 

  20 

ISSUE 1, SEPARATION OF SUNRIVER AND SUNRIVER 21 

ENVIRONMENTAL, LLC  22 

Q. PLEASE EXPLAIN WHY SUNRIVER’S PLANT AND EXPENSES ARE 23 

SEPARATED FROM SUNRIVER ENVIRONMENTAL, LLC’S. 24 

A. Sunriver and Sunriver Environmental, LLC, are both subsidiaries of the Resort.  25 

Although Sunriver and Sunriver Environmental, LLC are structured as separate 26 

limited liability companies, the two companies share personnel, office space, 27 
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services, and the same bank account.  It is necessary to separate the costs to 1 

determine which of these joint costs should be borne by Sunriver customers.  2 

Q. PLEASE DISCUSS HOW STAFF ACCOMPLISHED THIS SEPARATION 3 

AND WHAT ALLOCATION FACTORS WERE USED. 4 

A. Staff used cost allocations that were determined and reviewed in previous rate 5 

filings (UW 29, UW 86, and UW 147).  The allocations were based on various 6 

factors such as actual employee time, calculated usage for office equipment, and 7 

historical account information. 8 

Q. DID YOU MAKE ANY ADJUSTMENTS TO THE ALLOCATION OF COSTS 9 

BETWEEN SUNRIVER AND SUNRIVER ENVIRONMENTAL, LLC? 10 

A. Yes.  Staff reviewed the allocations used by Sunriver in their previous rate case 11 

(UW 147) and agreed that they were reasonable.  Staff applied these allocations 12 

to the operating costs.  Staff allocated newly purchased plant using the 13 

allocations recommended by Sunriver. 14 

   15 

ISSUE 2, THE GOLF COURSES 16 

Q. PLEASE DESCRIBE THE GOLF COURSES (GC) THAT RECEIVE WATER 17 

SERVICE FROM SUNRIVER.   18 

A. Sunriver provides water service to two golf courses, Crosswater and Caldera 19 

Springs, through three meters and charges for that water at the tariffed rates.  20 

Each meter is considered a customer for ratemaking purposes.  The GC are 21 

irrigated from a combination of water from the main Sunriver water system and 22 
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a separate irrigation system.  The majority of the GC’s water is supplied by the 1 

irrigation system.   2 

Q. PLEASE STATE SUNRIVER’S GC TEST YEAR REVENUES AND 3 

PROPOSED REVENUES AS STATED IN ITS GENERAL RATE 4 

APPLICATION. 5 

A. Sunriver reported GC test year revenues of $172,673 and proposed revenues 6 

of $156,086 in its application; thus, requesting a decrease in revenues of 7 

$16,587. 8 

Q. WHAT ARE THE CURRENT RATES FOR THE GC, AND WHAT RATES DID 9 

SUNRIVER PROPOSE FOR THE GC? 10 

A. The GC current rates include a base rate of $1,699.14 and a commodity rate of 11 

$0.44 per one thousand gallons of water used resulting in an average monthly 12 

bill of $3,428.92.  Sunriver proposed rates are the same as the current rates.  13 

Q. PLEASE EXPLAIN WHY THERE IS A SEPARATE REVENUE 14 

REQUIREMENT FOR THE GC? 15 

A. The separation of the revenue requirement for the GC was established in  16 

UW 118.  At that time, Sunriver removed Well No. 12 as a water source from 17 

the main system and solely dedicated it for non-potable usage for the GC due 18 

to its undesirable green tint.  Staff continues to separate GC’s revenue 19 

requirement in UW 160.  Staff separated the revenues, expenses, and plant 20 

associated with the GC from the revenue requirement borne by other 21 

customers.  Staff used this separation to establish the GC’s own cost of service 22 

and revenue requirement in order to avoid cross subsidization. 23 
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Q. PLEASE DISCUSS THE ALLOCATION FACTORS USED TO SEPARATE 1 

THE GC UTILITY PLANT FROM SUNRIVER’S TOTAL PLANT. 2 

A. Staff directly assigned plant that was 100 percent dedicated to the GC where 3 

possible, such as Well No. 12.  However, Well No. 12 does not always provide 4 

100 percent of the GC’s water supply.  Therefore, Staff allocated 8.85 percent 5 

of the remaining plant to the GC. 6 

Q. PLEASE EXPLAIN HOW STAFF DEVELOPED THE 8.85 PERCENT 7 

ALLOCATION OF PLANT? 8 

A. The 8.85 percent plant allocation to the GC is calculated by comparing the 9 

annual consumption for the GC to the annual consumption for all other 10 

customers from the same sources.  Consumption from Well No. 12 is excluded 11 

from this calculation. 12 

Q. WHAT ALLOCATION FACTORS WERE USED TO SEPARATE THE GC’S 13 

GENERAL OPERATING EXPENSES? 14 

A. Staff used a three-factor allocation to assign general operating expenses to the 15 

GC as previously established in UW 118.  The three factors include the ratio of: 16 

(1) annual water consumption, (2) the total number of meters, and (3) the 17 

dedicated plant assigned to the GC compared to the dedicated plant assigned 18 

to the other customers.  Staff applied a 15/70/15 percent split, respectively, as 19 

used in UW 147, to the three factors to calculate a 6.25 percent allocation rate 20 

which was applied to the line item shared operating expenses that were not 21 

directly assigned to the GC.   22 
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Q. WHAT PORTION OF THE REVENUE REQUIREMENT AGREED TO BY 1 

THE PARTIES IS ASSIGNED TO THE GC? 2 

A. The Parties agreed to a GC revenue requirement of $123,808, which 3 

represents a 7 percent share of the overall revenue requirement. 4 

Q. WHAT RATES WERE AGREED TO BY THE PARTIES FOR THE GC? 5 

A. The table below shows the Company’s proposed rates and the rates stipulated 6 

to by all Parties: 7 

  TABLE 1 – SUNRIVER’S CURRENT AND PROPOSED RATES 8 

CUSTOMER 
CLASS 

METER 
SIZE 

SUNRIVER 
PROPOSED 

BASE  
RATE 

SUNRIVER 
PROPOSED 
COMMODITY 

RATE 

STIPULATED 
BASE RATE 

STIPULATED 
COMMODITY 

RATE 

GC 3” $1,699.14 
$.44 per 1000 

gals 
$2,235.43 

$.31 per 1000 
gals 

 9 

Q. PLEASE EXPLAIN WHY THE GC COMMODITY RATE IS LOWER THAN 10 

THE RESIDENTIAL/COMMERCIAL COMMODITY RATE. 11 

A. Staff designed the GC rates to provide a higher base rate to add financial 12 

stability to the Company during the winter months; thus, lowering the 13 

commodity rate.  The GC revenue requirement is allocated at 65 percent to the 14 

base rate; whereas, the residential/commercial revenue requirement is 15 

allocated at 60 percent to the base rate.  16 

17 
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ISSUE 3, STAFF’S ANALYSIS OF SUNRIVER’S UTILITY PLANT AND CIAC 1 

Q. PLEASE DISCUSS STAFF ANALYSIS OF SUNRIVER’S UTILITY PLANT. 2 

A. My analysis of Sunriver’s plant and CWIP accounts indicated a utility plant of 3 

$5,095,166 and CWIP of $2,032,967.  One of the major reasons Sunriver filed 4 

for a general rate increase was to update its utility plant and request CWIP for 5 

the first phase of its new reservoir project.   6 

Q. PLEASE DISCUSS YOUR ADJUSTMENTS TO SUNRIVER’S UTILITY 7 

PLANT. 8 

A. I adjusted Sunriver’s plant to include plant put in service since UW 147 and 9 

other plant adjustments.  I calculated the depreciation through 2014.  I also 10 

added $2,032,967 to plant as CWIP for Sunriver’s capital improvement 11 

reservoir project.  The table below shows Sunriver’s test year, Sunriver’s 12 

proposed, and Staff’s adjusted, utility plant, CWIP, accumulated depreciation, 13 

and net plant. 14 

TABLE 2 – SUNRIVER’S TEST YEAR, PROPOSED, AND STAFF’S 15 
ADJUSTMENTS AND PROPOSED PLANT ACCOUNTS 16 

CUSTOMER CLASS 
SUNRIVER 
TEST YEAR 

SUNRIVER 
PROPOSED 

STAFF’S 
ADJUSTMENTS 

STAFF’S 
PROPOSED 

UTILITY PLANT $5,127,033 $5,127,033 ($31,867) $5,095,166 

ADD CWIP $0 $650,000 $1,382,967 $2,032,967 

TOTAL PLANT $5,127,033 $5,777,033 $1,351,100 $7,128,133 

     

MINUS 
ACCUMULATED 
DEPRECIATION 

$2,855,167 $3,032,341 ($20,307) $3,012,034 

NET PLANT $2,271,866 $2,744,692 $1,371,407 $4,116,099 

 17 
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 PLEASE DESCRIBE CWIP. 1 

A. CWIP is a ratemaking methodology that provides funding for capital 2 

improvements through rates.  It allows the Commission to include utility plant that 3 

is not yet in service in the rate base.  ORS 757.355(1) restricts public utilities 4 

from including plant in rates if it is not actually serving the customers.  However, 5 

ORS 757.355(2) exempts water utilities from section (1) allowing the Commission 6 

to include the cost of a specific capital improvement in rates as CWIP.  CWIP 7 

must be in the public interest and the additional water revenue it generates can 8 

only be used for the purpose of completing the capital improvement.   9 

Q. PLEASE DISCUSS SUNRIVER’S CAPITAL IMPROVEMENT RESERVOIR 10 

PROJECT. 11 

A. Sunriver’s water system currently has 2.0 million gallons of water storage.  The 12 

current phase of the reservoir project will add 1.25 million gallons of storage 13 

capacity.  The next phase of the project will add another 1.25 million gallons of 14 

storage at full build out.  The project will also provide equalization between 15 

pump capacity and peak user demand.   16 

Q. WHAT ANALYSIS DID THE COMPANY UNDERTAKE TO DEMONSTRATE 17 

THE NEED FOR THE INCREASED STORAGE? 18 

A.  Sunriver conducts Water Master Plans periodically to ensure it has adequate 19 

water supply for its customers.  The current Master Plan calls for an increase in 20 

total storage.  Sunriver’s 2000 Water Master Plan by CH2MHill recommended 21 

4.03 million gallons of total storage with a new reservoir at the north end of the 22 

property.  23 
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 A 2011 review by the engineering firm WH Pacific generally agreed with the 1 

previous findings to increase storage; however, WH Pacific recommended a 2 

total of 4.5 million gallons of total storage.  It was further recommended that 3 

storage for fire protection should be 1.2 million gallons year round.  Adding 1.25 4 

million gallons with the new reservoir will increase emergency/equalization 5 

storage to an amount which can cover either peak day equalization or an off 6 

peak day emergency, but not both.    7 

 The project was also reviewed by Angle Consulting Engineering, LLC for the 8 

Intervener, SROA.  SROA agrees that the project is appropriate for Sunriver to 9 

continue to supply safe and adequate water to its customers and is a benefit to 10 

all customers. 11 

Q. WHAT DO YOU CONCLUDE FROM THE ENGINEERING REPORTS? 12 

A. The endorsements of the project by the engineering firms and the SROA 13 

support the project as prudent and in the public interest.  Furthermore, the 14 

ramifications for failure to invest in the reservoir could be dire in the instance of 15 

a fire or other natural disaster.   16 

Q. PLEASE EXPLAIN WHY STAFF ADJUSTED CWIP TO INCLUDE MORE 17 

THAN THE COMPANY INITIALLY PROPOSED IN ITS APPLICATION. 18 

A. In its application, Sunriver requested $650,000 for a portion of the project’s 19 

current phase that was to be completed in the summer of 2015.  I adjusted 20 

CWIP to include the entire current phase of the reservoir project that will be 21 

completed in June 2015 at an estimated cost of $2,032,967.  Given the critical 22 

need for the additional storage, it was prudent to include the entire phase in 23 
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CWIP.  After the project is completed, Staff will verify the actual cost of the 1 

improvement and will replace the CWIP projected cost with the actual cost in 2 

the Company’s next rate case.  3 

Q. DID THE PARTIES AGREE TO INCLUDE THE ENTIRE PHASE OF THE 4 

PROJECT IN CWIP? 5 

A. Yes, the Stipulating Parties agreed to add $2,032,967 in plant as CWIP. 6 

 7 

ISSUE 4, STAFF’S ANALYSIS OF THE MANAGEMENT CONTRACT  8 

Q. DID STAFF REVIEW THE AFFILIATED INTEREST MANAGEMENT 9 

CONTRACT BETWEEN SUNRIVER AND THE RESORT? 10 

A. Yes, I reviewed the affiliated interest Management Contract (Contract) from its 11 

inception in 1998 to the current Contract, dated July 24, 2002, Docket No. 12 

UI 168.   13 

The Commission’s approval of the Contract included the Commission’s right to 14 

review for reasonableness all financial aspects of the arrangement.  Docket No. 15 

UI 168, Commission Order No. 98-173 issued on April 24, 1998, required the 16 

Resort and Sunriver Environmental, LLC to maintain records to show the cost 17 

of goods and services provided to Sunriver.   18 

 Commission Order No. 02-662, dated September 20, 2002, approved a revised 19 

Contract that references back to UI 168.  The revised Contract included an 20 

Addendum of Responsibilities (Addendum) listing the services the Resort is to 21 

provide to Sunriver under the Contract.  22 
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Q. DOES THE COMMISSION HAVE THE AUTHORITY TO INVESTIGATE 1 

AFFILIATED INTEREST CONTRACTS? 2 

A. Yes.  The Commission by Statute is granted the right to investigate affiliated 3 

interest contracts with another company with relation to the construction, 4 

operation, maintenance or use of the property of a public utility in Oregon. 5 

ORS 757.490 (3) states: 6 

In making such investigation the commission and accountants, 7 
examiners and agents, appointed by the commission for the purpose, 8 
shall be given free access to all books, books of account, documents, 9 
data and records of the public utility as well as of the corporation with 10 
which it is proposing to contract, which the commission may deem 11 
material to the investigation. The failure or refusal of either of the parties 12 
to the proposed contract to comply with this subsection is prima facie 13 
evidence that such contract is unfair, unreasonable and contrary to 14 
public interest, and is sufficient to justify a determination and finding of 15 
the commission to that effect, which has the same force and effect as 16 
any other determination or order of the commission. 17 
 18 

Q. PLEASE DISCUSS YOUR INVESTIGATION OF THE CONTRACT.  19 

A. In response to Staff’s data requests for information regarding the costs 20 

associated with the services provided to Sunriver through the Contract, Staff 21 

found Sunriver’s documentation too general or unrelated to the specific costs of 22 

providing the services to allow Staff actual verification of the costs.   23 

 Staff also requested Sunriver’s financial statements for 2011, 2012, and 2013 24 

to include balance sheets, income statements, and statements of cash flows. 25 

These statements are required to be provided in the current Contract under the 26 

Addendum, Item No. 4.  The Company’s response to Staff’s data request stated 27 

that these statements were not available. 28 
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Q. WHAT IS STAFF’S ANALYSIS OF THE MANAGEMENT CONTRACT?  1 

A. Staff calculated a new contract expense by beginning with the 2010 cost of the 2 

Contract as reported of $140,820 and applying a three percent annual increase 3 

to arrive at an annual Contract expense of $153,826.  The three percent 4 

increase is within the range of escalation values (three percent to seven 5 

percent) included in the contract.   6 

Q. WHAT MANAGEMENT CONTRACT EXPENSE DID THE PARTIES AGREE 7 

TO? 8 

A. The Parties agreed to a Management Contract Expense of $166,401.  This 9 

amount was negotiated by the Parties in context of an overall settlement.  10 

Q. DID STAFF HAVE ANY CONCERNS REGARDING SUNRIVER’S 11 

ACCOUNTING AND TRACKING OF THE COSTS ASSOCIATED WITH THE 12 

CONTRACT AND WERE THEY ADDRESSED IN THE STIPULATION?  13 

A. Yes, as agreed to in the Stipulation, Sunriver will separate its accounting from 14 

the accounting of Sunriver Environmental, LLC and the Resort.  To accomplish 15 

this, separate balance sheets, income statements, and statements of cash flow 16 

for Sunriver must be submitted to the Commission on a quarterly basis until 17 

December 31, 2016, and annually thereafter.  18 

 19 

ISSUE 5, SALARIES AND BENEFITS 20 

Q. DID YOU REVIEW ANY OTHER TEST YEAR EXPENSES? 21 

A. Yes, I reviewed Sunriver’s Salaries and Wages and Employee Pension and 22 

Benefits Expenses.  In my review, I found that the Company had included 23 
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accrued vacation in the Salaries and Wages Expense that inflated the wages.  1 

The total wages and salaries shown for the test year was $463,539 compared to 2 

the total per the W-2 forms of $393,778, a difference of $69,761.   3 

Q. WHAT ADJUSTMENTS DID STAFF MAKE TO SALARIES AND WAGES 4 

EXPENSE? 5 

A. I excluded the accrued vacation from the Wages and Salary Expense.  In 6 

addition, two new employees’ wages were added, and the salary of one 7 

employee of an affiliate that should be included in the Contract rather than 8 

Wages and Salary Expense was disallowed.  Wages were then adjusted to 9 

provide a two percent raise.  Staff decreased the wages by $37,100.  The 10 

Stipulation adopts Staff’s analysis and has annual Wages and Salary expense of 11 

$493,117. 12 

Q. WERE THE EMPLOYEE PENSION AND BENEFITS EXPENSES ALSO 13 

ADJUSTED? 14 

A. Yes, Staff recalculated employee benefits using Form W-2 wages.  This resulted 15 

in a reduction of $75,112 in employee pension and benefits.  The Stipulation 16 

adopts Staff’s analysis and has annual Pension and Benefits expense of 17 

$110,295. 18 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 19 

A. Yes. 20 
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WITNESS QUALIFICATION STATEMENT 

 

NAME:   LAUREL ANDERSON, CPA  

EMPLOYER:  PUBLIC UTILITY COMMISSION OF OREGON 

TITLE:   UTILITY ANALYST, TELECOMMUNICATIONS AND WATER DIVISION  

ADDRESS:  3930 FAIRVIEW INDUSTRIAL DRIVE, SE 

   SALEM, OR 97302-1166 

 

EDUCATION:  Certified Public Accountant   

 

   Bachelor of Science, Business, Accounting     

   Montana College of Mineral Science and Technology    

   

   Bachelor of Science, Agriculture, Animal Science    

   Montana State University 

 

EXPERIENCE: Oregon Public Utility Commission since May 2007  

   Budget Analyst – May 2007 to July 2013  

   Utility Analyst – August 2013 to Present    

   Oregon Department of Human Services      

   Budget Analyst-May 2005 to May 2007       

   Oregon Employment Department      

   Employment Tax Auditor—October 2003 to April 2005 

   LaCie, Limited     

   Senior Corporate Accountant       

  

   Oxford Molecular Group 

   Business Segment Accountant 

 

Fifteen years of Public Accounting experience including income tax, small 

business accounting, and municipal auditing 
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KARNOPP PETERSEN LLP   

      JEFFRY HINMAN  (C) 1201 NW WALL ST STE 200 
BEND OR 97701 
jsh@karnopp.com 

      JOSH NEWTON  (C) 
      ATTORNEY 

1201 NW WALL ST STE 300 
BEND OR 97701 
jn@karnopp.com 

PUBLIC UTILITY COMMISSION OF 
OREGON 

  

      CELESTE HARI  (C) 
      UTILITY ANALYST 

PO BOX 1088 
SALEM OR 97308-1088 
celeste.hari@state.or.us 

PUC STAFF--DEPARTMENT OF 
JUSTICE 

  

      JASON W JONES  (C) 
      ASSISTANT ATTORNEY GENERAL 

BUSINESS ACTIVITIES SECTION 
1162 COURT ST NE 
SALEM OR 97301-4096 
jason.w.jones@state.or.us 

RADLER WHITE PARKS ALEXANDER 
LLP 

  

      STEVEN P HULTBERG 
      ATTORNEY AT LAW 

111 SW COLUMBIA ST, STE 1100 
PORTLAND OR 97201 
shultberg@radlerwhite.com 

SUNRIVER OWNERS ASSOCIATION   

      HUGH PALCIC  (C) 
      GENERAL MANAGER 

57411 ABBOTT DR 
SUNRIVER OR 97707 
hughp@srowners.org 

SUNRIVER WATER LLC   

      TERRY D PENHOLLOW 
      VICE PRESIDENT 

P.O. BOX 3699 
SUNRIVER OR 97707 
tpenhollow@sunriver-resort.com 

      THOMAS SAMWEL PO BOX 3699 
SUNRIVER OR 97707 
tsamwel@sunriver-resort.com 

 


