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DISPOSITION: STAFF REPORT ADOPTED; DOCKET CLOSED

On July 17, 2007, Avion Water Company, Inc. (Avion), filed tariffs with
the Public Utility Commission of Oregon (Commission) requesting an increase in annual
revenues of $677,362, or 12.4 percent. The application also requested an 8.36 percent
return on a rate base of $13,780,977. Avion requested that the proposed tariffs take effect
on January 1, 2008.

On August 27, 2007, the Commission held a public comment meeting
and open house in this proceeding in Bend, Oregon. A prehearing conference was also
convened to establish a procedural schedule.

In accordance with the schedule, a settlement conference was held in
Bend, Oregon, on October 19, 2007. On November 20, 2007, Avion and the Staff of
the Commission (Staff) filed a stipulation designed to resolve all outstanding issues
(stipulation). Testimony and exhibits were filed in support of the stipulation. As a
result of the stipulation and the absence of intervenors, the ALJ cancelled the scheduled
hearing.

On December 13, 2007, the Commission entered Order No. 07-554,
approving the stipulation. As part of that decision, the Commission approved a proposal
to use modified American Water Works Association (AWWA) factors to establish meter
base rates. The effect of using AWWA factors is to increase rates charged to customers
using larger meters, because larger meters generally place a greater potential demand
on the water system. In Order No. 07-554, the factor adopted for 1-inch meters was
substantially less than the full AWWA factor but somewhat greater than the factor
associated with smaller meters.1

1 The 1-inch meter factor approved by the Commission was 1.77, whereas the full AWWA factor is 2.50.
The factors for 5/8 inch and 3/4 inch meters are 1.00 and 1.15, respectively. See Order No. 07-554 at 2-3.
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Although no petitions to intervene were filed in this docket, the
Commission received written comments from Neil and Kathy Henke on behalf of
themselves and other Avion customers residing on Pokegama Drive in Red Cloud
Ranch located in Crook County. The Henkes disagree with applying a higher factor
to 1-inch meters. They also deny that 1-inch meters place a greater potential demand
upon the system, and assert that they are required to obtain adequate service due to the
low water pressure supplied by Avion.

The Commission approved the stipulation but instructed Staff to investigate
the concerns raised by Mr. and Mrs. Henke. Staff conducted its investigation of the Avion
System in January, 2008, including the Red Cloud Ranch area. Staff also spoke with
Mr. Henke regarding his concerns.

On February 14, 2008, the Staff filed a report detailing the results of its
investigation, a copy of which is attached to this order. Staff’s measurements show that
the main line water pressure in Red Cloud Ranch is approximately 47 pounds per square
inch (psi). OAR 860-036-0315(4) provides that, although circumstances may vary
depending upon the system, 40 psi of water pressure in the water mains is usually
adequate. Staff also concluded that, as a result of numerous variables affecting service
(e.g., supply peak demand, topography, consumption patterns, and fire protection), larger
than standard meters may be required for Mr. Henke and similarly situated customers in
Red Cloud Ranch. However, while larger meters may be required for adequate flow,
they only produce a slight increase in water pressure.

Staff states that the only way to determine whether Mr. Henke actually
requires a 1-inch meter would be to replace it with a smaller meter and monitor the
pressure flow over a given period of time. However, since this process would entail
removing and replacing the meters and disabling Mr. Henke’s fire-suppression sprinkler
system, it would not be in the best interests of either Mr. Henke or Avion.

Staff emphasizes that the modified AWWA factors adopted by the
Commission in this docket, together with the additional 60-cent reduction in the 1-inch
base rate, substantially mitigate the cost impact on customers that use meters larger than
the standard 5/8-inch meter used by most residential customers. Staff recommends that
no further action be taken in this docket regarding Avion’s meter base rates.

No comments were filed in opposition to the Staff report. The
Commission concludes that the recommendations in the Staff report are reasonable
and should be adopted. No further action regarding Avion’s meter base rates is required
in this proceeding.
















