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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UW 103

In the Matter of

ODELL WATER COMPANY

Request for a General Rate Increase in the
Company's Revenues of $98,738, or 175
Percent Overall.

)
)
)
)
)
)
)

ORDER

DISPOSITION: STIPULATION APPROVED

On November 5, 2004, Odell Water Company, (Odell) filed an application
with the Public Utility Commission of Oregon (Commission) seeking a general increase
in revenues of $98,738 (175 percent), resulting in a total revenue requirement of
$154,683. On November 24, 2004, the Commission suspended the proposed tariff for
investigation pursuant to ORS 757.210 and 757.215. See Order No. 04-685.

An Open House Meeting and Prehearing Conference were held on
December 16, 2004, in Hood River, Oregon. Two customers, Sara Stone and Peter
Frothingham, sought and were granted party status in the proceeding. See Administrative
Law Judge (ALJ) Rulings January 7, 2005, and January 24, 2005.

Following settlement discussions, Odell, the Commission Staff (Staff),
Ms. Stone and Mr. Frothingham entered into an agreement in settlement of all issues.
The parties submitted the Stipulation, which is attached as Appendix A. The Stipulation
was supported by testimony of Staff witness, Renee Sloan. All parties recommend that
the Commission adopt the Stipulation in its entirety.

DISCUSSION

Odell serves 141 customers in Hood River, Oregon. Since its last rate
increase in 2001, Odell completed a major system upgrade to make improvements
required by the Oregon Health Division. The improvements were funded by a Drinking
Water State Revolving Loan Fund through the Oregon Economic and Community
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Development Department. The loan totaled $1,515,000, with Odell’s first payment due
December 1, 2005. The reasons for the upgrade include the following:

1. The system at times exceeds Safe Drinking Water Act
Maximum Contaminant Levels of nitrates.

2. At times water pressure drops below 20 pounds per square inch
(psi), a violation of OAR 333-061-0025(7), which requires
water suppliers to maintain a pressure of at least 20 psi at all
service connections at all times.

3. The system lacks treated water storage for high demand
periods, emergency needs, or fire supply.

4. Customers have no incentive to practice water conservation
because consumption is not metered.

Odell replaced nearly all of the aging distribution system, added a new
booster pump station and 500,000 gallon storage reservoir, and installed meters and
hydrants. To alleviate the high nitrate problem, an intertie between Odell and Crystal
Springs Water District’s (CSWD) distribution systems was constructed as part of the
pump station/treatment plant improvements. When necessary, water from CSWD will be
mixed with water from Odell to lower nitrates to an acceptable level. Under the new rate
design, all customers will be charged a base rate with no water consumption allowance
and a variable rate for each 1,000 gallons of consumption.

The parties agreed to Staff’s analysis of Odell’s filing supporting a total
revenue requirement of $154,683. Although Odell originally requested a 1.4 percent rate
of return on a rate base of $1,515,000, the parties also agreed to Staff’s upward
adjustment of the rate of return to 1.89 percent. The Commission has adopted a
10 percent rate of return in recent water cases as reasonable for rate-regulated water
companies. Based on Staff’s analysis supporting a rate base of $1,386,566, an upward
adjustment percent results in the total revenue requirement requested by Odell.

Currently, all customer classes are charged a flat rate for unlimited
consumption based on the size of the service connection. These rates range from $25.95
to $411.02. Under the stipulated rate design, all customers will now be charged a base
rate with no water consumption allowance and a variable rate for each 1,000 gallons of
consumption. Using factors developed by the American Water Works Association, the
parties agreed to allocate base rates by meter size. These rates range from $29.90 for a
¾” meter to $747.50 for a 4” meter. The average monthly residential bill, based on 7,000
gallons of usage, would be $46.92 per month.




























































