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In the Matter of

SEVENTH MOUNTAIN GOLF VILLAGE
WATER COMPANY

Application for a General Rate Increase.

)
)
)
)
)
)

ORDER

DISPOSITION: STIPULATION ADOPTED; RATE INCREASE
APPROVED

Seventh Mountain Golf Village Water Company (SMGV or Company), 
located in Bend, Oregon, provides domestic water service to commercial irrigation
and residential customers. On November 20, 2007, SMGV filed an application and
associated tariffs in Advice No. 07-21 requesting a general rate increase of $23,912,
or 47 percent, resulting in annual revenues of $74,603 to become effective January 1,
2008.

At its December 18, 2007, public meeting, the Public Utility Commission
of Oregon (Commission) found good and sufficient cause to investigate the tariffs and, by
Order No. 07-563, entered December 19, 2007, the tariffs were suspended for a six-
month period. On January 28, 2008, a Petition to Intervene was filed by Robert J. Selder,
Thomas G. Clifford and Leo Mottau, both in their capacities as customers of SMGV and
as members of the Widgi Creek/Elkai Woods Water Committee (Widgi), representing
175-180 domestic customers of SMGV. They were granted intervenor status without
objection.

By Order No. 08-199, entered April 10, 2008, the suspension was extended
for an additional three months until September 19, 2008, and the Administrative Law Judge
(ALJ) issued a Ruling on April 14, 2008, revising the procedural schedule pursuant to a
Motion filed by Staff on March 21, 2008. On July 2, 2008, SMGV and the Commission
staff (Staff) filed a Joint Stipulation (Stipulation), signed by all parties1 and supported by
Staff Direct Testimony (Staff/100-103), resolving all outstanding issues in the proceeding.
By Ruling of July 25, 2008, the ALJ suspended the schedule for the remainder of the
proceeding.

1 Mr. Mottau was unavailable during the time of the signing of the Stipulation and gave power of attorney
to Mr. Clifford, who signed on Mr. Mottau’s behalf as well as his own. (Staff/100, Dougherty/1, ftn. 1.)
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The Parties. SMGV is an investor-owned water utility located in the
vicinity of Bend, Oregon, providing water service to seven commercial customers,
approximately 25 irrigation customers and 181 residential customers. SMGV has
several affiliated interest agreements that have been approved by the Commission.
The seven commercial customers are associated with the Widgi Creek Golf Course
(WCGC), although WCGC is no longer a customer of SMGV itself. Among the
irrigation customers are the Elkai Woods Homeowners Association (EWHOA) and
the Elkai Woods Fractional Homeowners Association (EWFHOA), which use SMGV
water to irrigate common areas. EWHOA and EWFHOA members are also owners of
individual townhomes and thus SMGV residential customers.2

The SMGV Rate Application. SMGV filed tariffs on November 20,
2007, to be effective January 1, 2008. In its application, SMGV requested an increase
in revenues of $23,912 (from $50,691 to $74,603), or 47 percent. SMGV also requested
a 9.04 percent return on a rate base of $86,074. SMGV claimed recent investments in
excess of $50,000 for meter installations and additional improvements. SMGV also
proposed an increase in management fees from $850 to $1,200 per month and indicated
that back taxes from 2002 and prior years had not previously been included in rates.3

SMGV currently charges flat rates of $21.14 per month for residential
service and $173 per month for commercial service.4 Currently, there is no specified
rate for irrigation service as irrigation was provided to small common areas by certain
residences. With the installation of 1-inch diameter meters in progress, SMGV proposes
that all customers have a base rate of $22.07 per month and a commodity rate of 88 cents
per 100 cubic feet.5

The Staff Analysis. Staff reviewed the SMGV application and
recommended a revenue requirement of $68,186, a $9,301, or 15.8 percent, increase,
of which $59,330 was proposed to be collected from residential, commercial and irrigation
customers. SMGV and WCGC have a reciprocal easement agreement that allows SMGV
to draw water for its operations from a SMGV-owned well located on WCGC’s property
and permits WCGC access to its irrigation equipment on SMGV’s property. Consequently,
WCGC agreed to pay its pro rata share of SMGV’s operations and maintenance expenses,
and the seven WCGC-associated commercial customers of SMGV will continue to pay
commercial water rates. 6 Staff therefore recommended that SMGV receive $8,855 from
WCGC as special contract revenue resulting from electrical and property tax pro-rata
sharing.7 Staff also recommended that SMGV be allowed to earn a 9.5 percent rate
of return on a rate base of $58,506.8 In order to reach its recommended revenue
requirement, Staff proposed adjustments to sales calculations and SMGV’s test-period

2 Staff/100, Dougherty/2-3, 6.
3 Id., at 5.
4 See UW 116, Order No. 06-201, entered August 28, 2006.
5 Staff/100, Dougherty/7-9.
6 Id., at 2-4.
7 Id., at 9.
8 Id., at 9-10. Staff/102, Dougherty/1-2, sets forth the revenue requirement calculations.
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expenses. These adjustments, summarized in the testimony accompanying the Stipulation,9

are as follows:

Account No. 461.1—Residential Water Sales. Revenue was calculated
using 181 customers, based upon newly completed and current construction.

Account No. 461.2—Commercial Water Sales. Revenue was calculated
using seven, rather than two, commercial customers.

Account No. 465—Irrigation (non-golf) Water Sales. Revenue was
imputed for irrigation based on 25 customers at the UW 116 rate of $21.14 multiplied
by 12 months.

Special Contract Revenue. Following the agreement with WCGC
described above, an amount was calculated based on a pro-rata sharing of electrical costs
and property taxes for equipment. Electricity was allocated based on water consumption.
During the months of no golf course use, WCGC pays half of the electric base rate.

Account No. 603—Officer Salaries and Wages. UI 280 authorized total
compensation to SMGV’s owner of $2,400 per year.

Account No. 615—Purchased Power. Staff made a $770 upward
adjustment to cover increases resulting from the PacifiCorp UE 179 rate case, tax
true-ups and power costs.

Account No. 619—Office Supplies. Upon review, Staff reduced the
SMGV request from $2,070 to $686.

Account No. 621—Water Plant Repairs and Account No. 636—Contract
Services-Labor. After reviewing the test-year invoices and noting the relationship
between parts and labor of these accounts, Staff increased the proposed expenses in
Account No. 621 from $2,456 to $3,319 and reduced Account No. 636 from $5,000 to
$488.

Account No. 632—Accounting Services. A review of test-year invoices
and a cost projection from SMGV’s account led to a Staff reduction from $4,284 to
$3,100.

Account No. 634—Management Services. Based on its analysis and the
documentation submitted regarding the number of hours of work performed monthly and
a 2.5 percent expense escalation allowed in UI 217(1), Staff proposed a decrease of $797
from $14,400 to $13,603 per year.

9 Id., at 10-18.
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Account No. 635—Testing Services. Based upon a recalculation of the
proposed testing expense using a four-year average for the costs and adding sampling
charges, Staff proposed a decrease of $510 from the SMGV application amount of $2,423
to $1,913.

Account No. 638—Meter Reading Services. With the new requirement
for reading meters, SMGV submitted an annual cost of $3,600. Staff calculated costs
based on $1.50 per meter per month for residential and commercial customers based on
11 rather than 12 readings per year due to the high elevation of Elkai Woods, which
during the winter months would not always be readable, due to snow and frozen ground.
Irrigation meters were assumed to be read seven months per year. Staff therefore
recommended a reduction of $237 to $3,363.

Account No. 641—Rental Expense. The land rental is an affiliated
interest transaction that has been impacted by a number of factors relating to transfers
in ownership of the property. Although SMGV disagreed with Staff’s analysis, for the
purposes of the Stipulation it accepted Staff’s proposal to allow only the $199 tax
expense in the calculation of rates.

Account No. 675—General Expenses. While SMGV did not ask for any
expenses in this area, Staff proposed including $799 to cover Oregon Association of
Water Utilities dues, bank charges, sanitary survey (amortized over two years) and
licenses. Concerns were also raised by Staff and intervenors about the choice of
financial institutions used by SMGV due to high bank charges.

Account No. 408.1—Property Tax. SMGV included $7,200 in property
taxes, and Staff recommended an allowable expense of $4,691, which included $2,819
in current 2007 taxes and $1,872 in back taxes that had not been included in rates. The
back tax expense is calculated as a six-year amortization with no interest or penalties to
be accrued to reflect the finding that the shareholders should bear the interest and penalty
burden.10

Utility Plant in Service. After review of various records and data requests,
Staff determined that the SMGV plant in service was $54,210, which was $30,456 less
than the $84,666 in the SMGV application. Staff excluded the landscaping installation
expense, with which SMGV disagreed, and Staff acknowledged that SMGV may address
it in subsequent rate proceedings. With Staff’s knowledge, to meet the intent of the UW
116 stipulation, SMGV reimbursed customers for the depreciated value of the meters at
$36 per meter. After the buyback, SMGV would have depreciate the meters over four
years at $8 per meter. However, the buyback was not completed, and, as a consequence,
meters were not included in plant.11

10 Id., at 16-18, 28-29. The issue with respect to proper assessment and payment of back taxes was
previously addressed by the Commission in Order No. 06-501 in docket UW 116.
11 Id., at 19-24, which includes a narrative of the litigation underlying the utility plant issues.
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The Stipulation. The Stipulation is composed of the Stipulation itself,
Staff’s recommended revenue requirement, described above, and the SMGV’s tariffs.
Although, as noted above, SMGV did not agree with all of Staff’s proposed adjustments,
for the purposes of this rate case, it agreed to the adjustments and other provisions
contained in the Stipulation, including new rates.

In order to meet the stipulated revenue requirement, the base rates
were reduced from SMGV’s proposed $22.07 per customer to $13.86 per customer for
residential, commercial and irrigation customers with meter diameters of 1 inch or less
and raised to $27.72 for commercial customers with 2-inch diameter meters.12 The
commodity rate stipulated by the parties was 59 cents per 100 cubic feet, 29 cents less
than the 88 cents per 100 cubic feet SMGV had initially proposed. Changes were also
made in the company’s tariffs with respect to certain rules, fees and payment methods
resulting from the installation of meters, the settlement of litigation and the need to
comply with earlier Commission orders.13

Conclusion. The Commission admits the Stipulation and Staff Direct
Testimony into the record in this docket. The Commission finds that the proposed rate
increase and rate structure changes set forth in the Stipulation are fair and reasonable and
should be approved.

12 Id., at 25.
13 Id., at 26-31. See also docket UW 55, Order No. 97-291, entered August 4, 1997.






























































