
Public Utility Commission 

201 High St SE Suite 100 

Salem, OR 97301 

Mailing Address: PO Box 1088 

Salem, OR 97308-1088 

Consumer Services 

1-800-522-2404 

Local: 503-378-6600 

Administrative Services 

503-373-7394 

         
 

 

 
 

February 21, 2019 
 
 

Via Electronic Filing  
 
 
OREGON PUBLIC UTILITY COMMISSION 
ATTENTION:  FILING CENTER 
PO BOX: 1088 
SALEM OR 97308-1088 
 
 
RE: Docket No. UP 384 & UP 391 – In the Matter of  
SUNRIVER WATER, LLC and NW NATURAL WATER OF OREGON, 
Joint Application for Approval of the Sale of Sunriver Water, LLC. 
 
Attached are Staff Responsive Testimony and exhibits:  
 
Exhibit 100 Redacted: 
  page 21 is highly-confidential and page 35 is confidential 
 
Exhibit 101 
Exhibit 102 is confidential and  
Exhibit 103. 
 
Confidential and highly-confidential documents are being mailed today via  
U.S. first class mail.   
 

/s/ Kay Barnes 

Kay Barnes 
PUC- Utility Program 
(503) 378-5763 
kay.barnes@state.or.us 
 

 



CERTIFICATE OF SERVICE

UP384&UP391

I certify that I have, this day, served the foregoing document upon
all parties of record in this proceeding by delivering a copy in person or by
mailing a copy properly addressed with first class postage prepaid, or by
electronic mail pursuant to OAR 860-001-0180, to the following parties or
attorneys of parties.

Dated this 21st day of February, 2019 at Salem, Oregon

Kay Barbies
Public Utility Commission
201 High Street SE Suite 100
Salem, Oregon 97301-3612
Telephone: (503) 378-5763



 

 

UP 384 & UP 391 SERVICE LISTS 

      SOMMER MOSER  (C) (HC) 
      PUC STAFF - DEPARTMENT OF JUSTICE 

1162 COURT ST NE 
SALEM OR 97301 
sommer.moser@doj.state.or.us 

      STEPHANIE YAMADA  (C) (HC) 
      PUBLIC UTILITY COMMISSION OF OREGON 

PO BOX 1088 
SALEM OR 97308 
stephanie.yamada@state.or.us 

NW NATURAL WATER   

      ZACHARY KRAVITZ  (C) 
      NORTHWEST NATURAL 

220 NW 2ND AVE 
PORTLAND OR 97209 
zdk@nwnatural.com 

      JOCELYN C PEASE  (C) (HC) 
      MCDOWELL RACKNER GIBSON PC 

419 SW 11TH AVE STE 400 
PORTLAND OR 97205 
jocelyn@mrg-law.com 

      LISA F RACKNER  (C) (HC) 
      MCDOWELL RACKNER & GIBSON PC 

419 SW 11TH AVE., SUITE 400 
PORTLAND OR 97205 

dockets@mrg-law.com 

OREGON CITIZENS UTILITY BOARD   

      OREGON CITIZENS' UTILITY BOARD 610 SW BROADWAY, STE 400 
PORTLAND OR 97205 

dockets@oregoncub.org 

      MICHAEL GOETZ  (C) (HC) 
      OREGON CITIZENS' UTILITY BOARD 

610 SW BROADWAY STE 400 
PORTLAND OR 97205 
mike@oregoncub.org 

      ROBERT JENKS  (C) (HC) 
      OREGON CITIZENS' UTILITY BOARD 

610 SW BROADWAY, STE 400 
PORTLAND OR 97205 
bob@oregoncub.org 

SUNRIVER   

      TOM O'SHEA  (C) 
      SUNRIVER RESORT 

PO BOX 3699 
SUNRIVER OR 97707 
toshea@destinationhotels.com 

      LAWRENCE REICHMAN  (C) (HC) 
      PERKINS COIE LLP 

1120 NW COUCH ST - 10 FL 
PORTLAND OR 97209-4128 
lreichman@perkinscoie.com 

SUNRIVER OWNERS ASSOC   

      JOSH NEWTON  (C) (HC) 
      KARNOPP PETERSEN LLP 

360 SW BOND ST, STE 401 
BEND OR 97702 
jn@karnopp.com 

      HUGH PALCIC  (C) 
      SUNRIVER OWNERS ASSOCIATION 

PO BOX 3278 
SUNRIVER OR 97707 
hughp@srowners.org 

      JOHN W STEPHENS  (C) (HC) 
      ESLER STEPHENS & BUCKLEY 

121 SW MORRISON ST STE 700 
PORTLAND OR 97204-3183 

stephens@eslerstephens.com; 
ortez@eslerstephens.com 

 



 

 CASE:  UP 384 & UP 391 
 WITNESS:  STEPHANIE YAMADA 

 
 
 
 

PUBLIC UTILITY COMMISSION 
OF 

OREGON 
 
 
 
 
 
 

STAFF EXHIBIT 100 
 
 
 
 
 

Staff Responsive Testimony 
 
 
 
 
 
 
 

February 21, 2019



Docket No: UP 384 & UP 391 Staff/100 
 Yamada/1 

 

Q. Please state your name, occupation, and business address. 1 

A. My name is Stephanie Yamada.  I am a Senior Utility Analyst employed in the 2 

Telecommunications and Water Division of the Public Utility Commission of 3 

Oregon (OPUC).  My business address is 201 High Street SE., Suite 100, 4 

Salem, Oregon 97301.  5 

Q. Please describe your educational background and work experience. 6 

A. My Witness Qualification Statement is found in Exhibit Staff/101. 7 

Q. What is the purpose of your testimony? 8 

A. The purpose of my testimony is to describe OPUC Staff’s (Staff) 9 

recommendations regarding the joint application by Sunriver Water, LLC 10 

(SRW) and NW Natural Water of Oregon, LLC (Oregon Water) for approval of 11 

the sale of SRW to Oregon Water.  My testimony also addresses SRW’s 12 

application to transfer certain assets currently owned by SRW to Sunriver 13 

Resort Limited Partnership (SRLP) in conjunction with the sale of SRW.  These 14 

applications are addressed in Docket Nos. UP 384 and UP 391, respectively.  15 

Q. Did you prepare an exhibit for this docket? 16 

A. Yes. I prepared Exhibit Staff/101, consisting of one page, Exhibit Staff/102, 17 

consisting of seven pages, and Exhibit Staff/103, consisting of 188 pages. 18 

Q. How is your testimony organized? 19 

A. My testimony is organized as follows: 20 

  21 
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Issue 1 ------ Background ............................................................................ 3 1 

Issue 2 ------ Summary of Applicants’ Request ........................................... 6 2 

Issue 3 ------ Staff’s Summary Recommendation ........................................ 8 3 

Issue 4 ------ Staff’s Review of Applicants’ Request .................................. 13 4 

Issue 4.1 ------ Scope and Terms of the Purchase Agreement ................. 16 5 

Issue 4.2 ------ Transfer Pricing and Allocation of Gain ............................. 21 6 

Issue 4.3 ------ Public Interest Compliance ................................................ 25 7 

Issue 4.4 ------ Records Availability, Audit Provisions, and Reporting 8 

Requirements ................................................................................... 36 9 
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ISSUE 1 ------ BACKGROUND 1 

Q. Please describe SRW.  2 

A. SRW is a rate- and service-regulated water utility providing water service to 3 

approximately 4,722 customers in the vicinity of Sunriver, OR.  SRW serves a 4 

resort community that includes full- and part-time residences, multi-family 5 

condominiums, a hotel, commercial areas, golf courses, and recreational 6 

facilities.  The system was constructed in 1968 and began providing water 7 

service in 1969.  SRW is currently 100 percent owned by Sunriver Resort 8 

Limited Partnership (SRLP).  SRLP also owns Sunriver Environmental, LLC 9 

(SRE), which provides wastewater services to customers in the Sunriver 10 

community.  SRE is not regulated for either rates or service by the OPUC. 11 

Q. Please describe Oregon Water.  12 

A. Oregon Water is 100 percent owned by NWN Water, LLC (NWN Water).1  13 

NWN Water is, in turn, 100 percent owned by Northwest Natural Holding 14 

Company (HoldCo) and is a “sister” affiliate to NWN Gas.2  The formation of 15 

HoldCo was approved by the Commission with Order No. 17-526 in Docket 16 

No. UM 1804, on December 28, 2017.  The purpose of the corporate 17 

reorganization of NWN Gas and formation of HoldCo was in part to facilitate a 18 

growth strategy involving the acquisition of water utilities.3  The Commission 19 

                                            
1 UP 384 Amended Application, Page 1, Lines 9-10. Staff notes that on December 21, 2018, the Joint 
Applicants amended their initial application to reclassify certain information from confidential to highly 
confidential.  This did not change the substance of the application, but rather, the level of 
confidentiality afforded to certain information and the references to that information in the application. 
2 UP 384 Amended Application, Page 1, Lines 8-9.  
3 UP 384 Amended Application, Page 1, Lines 10-12.  



Docket No: UP 384 & UP 391 Staff/100 
 Yamada/4 

 

previously approved the sale of Salmon Valley Water Company to NWN Water 1 

with Order No. 18-358 in Docket No. UP 362, on September 26, 2018.  Under 2 

the proposed transaction in this case, Oregon Water would become the 3 

100 percent owner of SRW.  The diagram below shows the relevant portions of 4 

the proposed corporate ownership chain that would apply to SRW following the 5 

close of the proposed transaction. 6 

 7 

Q. Why does SRLP propose to sell SRW to Oregon Water?  8 

A. The UP 384 Application states that SRLP proposes to sell SRW because 9 

“[w]hile the utility business supports its ongoing businesses, the utility is not the 10 

current owner’s primary focus.”4  SRLP’s primary business is the operation of 11 

Sunriver Resort and its associated properties and amenities.5  12 

Q. Why does Oregon Water propose to purchase SRW?  13 

                                            
4 UP 384 Amended Application, Page 8, Lines 4-6.  
5 UP 384 Amended Application, Page 8, Lines 3-4.  
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A. As mentioned previously, the acquisition of water utilities is an important part of 1 

NWN Gas and HoldCo’s long-term growth strategy.  The UP 384 Application 2 

states that “[f]or Oregon Water, the acquisition of SRW represents an important 3 

advancement in its plan to enter the water utility business, and is therefore 4 

consistent with the strategy for growth as described in NW Natural’s request for 5 

corporate reorganization.”6  Oregon Water further states that through its water 6 

utility acquisition strategy, it “hopes to benefit the customers of SRW by 7 

providing a long-term ownership arrangement that will allow for the appropriate 8 

oversight of and ongoing investment in its water business.”7 9 

                                            
6 UP 384 Amended Application, Page 10, Lines 12-14.  
7 UP 384 Amended Application, Page 10, Lines 10-11.  
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ISSUE 2 ------ SUMMARY OF APPLICANTS’ REQUEST 1 

Q. Please describe the application being addressed with Docket 2 

No. UP 384.  3 

A. The application addressed with Docket No. UP 384 (UP 384 Amended 4 

Application) was filed jointly by SRW and Oregon Water (Joint Applicants) on 5 

October 23, 2018.  The Joint Applicants later filed replacements to certain 6 

sheets in the UP 384 Application on December 21, 2018, in order to properly 7 

reference the designation of confidential information in accordance with the 8 

modified protective order.  With the UP 384 Amended Application, the Joint 9 

Applicants request Commission approval for the sale of SRW to Oregon Water.  10 

The proposed sale is structured as a membership interest purchase agreement 11 

in which Oregon Water would purchase 100 percent of the membership 12 

interests in SRW.  Currently, SRLP owns 100 percent of the membership 13 

interests in SRW.  14 

Q. Please describe the application being addressed with Docket 15 

No. UP 391.  16 

A. The application addressed with Docket No. UP 391 (UP 391 Application) was 17 

filed by SRW on January 17, 2019.  The transaction described in the UP 384 18 

Application would effectively exclude certain SRW-owned assets from the sale 19 

of SRW to Oregon Water.  As these assets are currently owned by the SRW 20 

entity, the UP 391 Application requests Commission approval to transfer those 21 

assets from SRW to SRLP.    22 

Q. Have Docket Nos. UP 384 and UP 391 been consolidated?  23 
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A. Yes.  With its filing of its UP 391 Application, SRW requested that docket to be 1 

consolidated with UP 384.  The request to consolidate was granted on 2 

January 17, 2019.  3 
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ISSUE 3 ------ STAFF’S SUMMARY RECOMMENDATION 1 

Q. What is Staff’s summary recommendation? 2 

A. As described later in my testimony, Staff is seeking additional information 3 

regarding certain outstanding issues in this proceeding, and the resolution of 4 

those issues will likely affect Staff’s recommendation.  Staff expects its 5 

recommendation to be further informed by responses to discovery requests 6 

that are either outstanding as of the time of this writing, or were received too 7 

late to be incorporated into this testimony.  For that reason, Staff also 8 

encourages the Joint Applicants to address the outstanding issues in their next 9 

submission of testimony.  In the interim, Staff has identified a number of 10 

Conditions to date that it would likely recommend in conjunction with 11 

Commission approval of the proposed transactions.  Staff’s preliminarily 12 

recommended Conditions are listed below.  It is likely that Staff’s 13 

recommended Conditions would be modified or added to depending on the 14 

resolution of outstanding issues in this proceeding, as discussed further below.   15 

1. SRW will not, at any point in time, be owned by NW Natural Gas 16 

Company (NWN Gas) or any subsidiary of NWN Gas.  17 

2. SRW shall provide the Commission access to all books of account as 18 

well as all documents, data, and records that pertain to the transfer of 19 

properties or to transactions between SRW and Oregon Water or any 20 

other affiliate.  21 

3. SRW shall notify the Commission if substantive changes are made to 22 

the Membership Interest Purchase Agreement between Oregon Water 23 
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and SRW (the MIPA), including any material changes in price.  Any 1 

substantive changes to the MIPA terms that alter the intent or extent of 2 

the MIPA from those approved herein shall be submitted for approval in 3 

application for a supplemental order (or other appropriate form) in this 4 

docket.  5 

4. SRW will provide notice to the Commission within 10 days of the close 6 

of the sale.  7 

5. The Commission reserves the right to review for reasonableness all 8 

financial aspects of this arrangement in any rate proceeding.  9 

6. SRW will not file a general rate case prior to two years after the closing 10 

date of the transaction.  SRW will not file to increase any of its rates, 11 

charges, or fees prior to its first general rate case filing following the 12 

transfer of ownership. 13 

7. SRW and Oregon Water (including all of the entities in the HoldCo 14 

corporate family) will not seek rate recovery of an acquisition adjustment 15 

(or goodwill) for the price paid for Oregon Water’s acquisition of SRW.   16 

8. Approval of this transaction does not constitute a prudence finding with 17 

respect to SRW investments not yet included in rates. 18 

9. SRW will file affiliated interest applications pursuant to ORS 757.495 19 

and OAR 860-036-2210 within 90 days of closing for any transactions 20 

involving affiliates.  21 

10. Following the sale, SRW and its parent(s) shall remain separate legal 22 

entities.  23 
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11. SRW will maintain separate financial statements on a stand-alone basis, 1 

though SRW’s financials may be included in the consolidated financial 2 

statements of its parent for financial reporting purposes.  3 

12. SRW’s books and records shall be available in accordance with the 4 

applicable uniform system of accounts, or, as appropriate, generally 5 

accepted accounting principles, noting that the water company will 6 

utilize a different system of accounts than does its gas affiliate, NWN 7 

Gas.  8 

13. SRW shall not issue, secure, or guarantee the debt of Oregon Water, 9 

NWN Water, NWN Gas, HoldCo, or any other affiliate of SRW as 10 

defined in ORS 757.015 without prior approval of the Commission.  11 

14. SRW shall not make any short-term loans to any affiliate, except as 12 

allowed pursuant to the Commission’s affiliated interest statutes and 13 

rules. 14 

15. SRW shall maintain its assets and liabilities, and books and records 15 

relating thereto, in such a manner that ascertaining or identifying its 16 

individual assets and liabilities as separate and distinct from those of its 17 

parent and affiliates will not entail significant costs or difficulty.  18 

16. Oregon Water commits that SRW will not advocate for a higher cost of 19 

capital than would have prevailed for SRW absent Oregon Water 20 

ownership.  21 

17. SRW will track and exclude costs related to the preparation and 22 

performance of this transaction from customer rates. 23 
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18. SRW will track and exclude costs related to the ownership transition 1 

from customer rates.  2 

19. SRW will not include in rates administrative costs higher than the 3 

$254,729 allowed in Docket No. UI 378 (adjusted for changes in the 4 

CPI) unless it can demonstrate that the benefits to customers are 5 

greater than or equal to the portion of costs exceeding the UI 378 6 

amount.  7 

20. In its next general rate proceeding, SRW will demonstrate that all assets 8 

transferred to SRLP as described in the UP 391 Application have been 9 

removed from customer rates.  10 

Q. Are there outstanding issues in the case that could affect Staff’s 11 

recommendation? 12 

A. Yes.  There are outstanding issues in this case regarding a potential Right of 13 

First Refusal (ROFR) issue raised by Sunriver Owners Association (SROA) in 14 

Docket No. UP 384 and the need to review Oregon Water’s and HoldCo’s 15 

financial fitness to own and operate SRW.  There are also outstanding issues 16 

regarding the assets proposed to be transferred from SRW to SRLP in 17 

conjunction with the proposed sale of SRW in Docket No. UP 391.  Specifically, 18 

Staff has outstanding concerns regarding the potential need to replace the 19 

transferred assets, the potential inclusion of these assets in rates following the 20 

transfer, the potential need to compensate SRW customers for the disposal of 21 

these assets, and the effects of disposing of these assets on SRW’s fire flow 22 
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capacity.  Finally, there are also issues associated with potential increases in 1 

the operating costs of SRW.   2 
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ISSUE 4 ------ STAFF’S REVIEW OF APPLICANTS’ REQUEST 1 

Q. What standard has the Commission historically applied to transactions 2 

involving the sale of water utility property?  3 

A. The Commission has historically applied a public interest “no harm” standard in 4 

approving water utility transfer applications.8  Since the year 2000, the 5 

Commission has generally evaluated the no harm standard for water utility 6 

acquisitions in the context of four categories:9 7 

  1. Scope and Terms of the Asset Purchase Agreement; 8 

  2. Transfer Pricing and Allocation of Gain; 9 

  3. Public Interest Compliance; and 10 

  4. Records Availability, Audit Provisions, and Reporting Requirements.  11 

 Staff’s review of the four categories shown above is discussed in more detail 12 

below.  13 

Q. Please describe the outstanding ROFR issue that relates to this 14 

proceeding.     15 

A. SROA, which has been granted intervener status in these dockets,10 has stated 16 

that its interest in this proceeding includes a ROFR “or a first offer right in 17 

SROA of the ownership interests in Sunriver Water LLC.”11  However, the Joint 18 

Applicants state that “[n]either the SROA, SRLP, or SRW has been able to 19 

locate an executed ROFR, and SRLP and SRW do not believe that one 20 

                                            
8 See In re Cline Butte Water, LLC, OPUC Docket No. UP 345, Order No. 17-156 at 3-4 (May 1, 
2017). 
9 See OPUC Docket No. UP 345, Stipulating Parties/100, Brock-Bahr/5, Lines 14-20. 
10 See OPUC Docket No. UP 384, Prehearing Conference Memorandum, Page 2.  
11 See SROA Petition to Intervene, Page 2, OPUC Docket No. UP 384, filed November 19, 2018.  
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exists.”12  Staff finds that a ROFR, if it exists, could implicate the “no harm” 1 

standard, as discussed more fully below.     2 

Q. Please explain how the ROFR issue discussed previously could affect 3 

Staff’s review as it pertains to the no harm standard.  4 

A. In its review and application of the no harm standard with regard to water utility 5 

property transactions, Staff typically considers the specific effects on 6 

customers that could result from transferring ownership of the utility to the 7 

proposed purchaser.  In this case, the proposed purchaser of SRW is Oregon 8 

Water.  As such, in its review and application of the no harm standard as it 9 

pertains to the sale of SRW, Staff has considered the potential effects resulting 10 

from the sale of SRW to Oregon Water.  Staff has not considered the potential 11 

effects of transferring ownership of SRW to any entity other than Oregon 12 

Water, including SROA, should a ROFR be shown to exist.  Staff finds that 13 

such a review would be inappropriate in the context of this case, and as will be 14 

further addressed in briefing, does not understand the Commission to have the 15 

jurisdiction to determine the validity of a ROFR should one be produced in this 16 

case.  However, Staff is concerned that ratepayers could be harmed if the 17 

Commission approves the sale of SRW to Oregon Water if a court of general 18 

jurisdiction later finds valid a ROFR.  To this end, Staff has asked discovery, 19 

which remains outstanding at the time of this writing, related to the Joint 20 

Applicants’ and SROA’s efforts to locate an executed ROFR.  Although this 21 

issue informs Staff’s recommendation as to whether the “no harm” standard is 22 

                                            
12 UP 384, Joint Applicants’ Response to SROA’s Petition to Intervene, Page 2, Lines 8-10.  
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met, Staff also finds that delay of this proceeding is inappropriate at this time 1 

given the current circumstances.    2 
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ISSUE 4.1 ------ SCOPE AND TERMS OF THE PURCHASE AGREEMENT 1 

Q. Please describe the scope and terms of the purchase agreement.  2 

A. The sale of SRW is structured as a membership interest purchase agreement 3 

in which Oregon Water will purchase 100 percent of the membership interests 4 

in SRW from SRLP.13  For limited liability companies (such as SRW), 5 

membership interests are essentially equivalent to corporate stock in that they 6 

represent a voting and profit interest in the company.  With the UP 384 7 

Application, the Joint Applicants filed a copy of the executed MIPA between 8 

SRLP and Oregon Water.  The MIPA was executed on October 12, 2018, and 9 

Commission approval of the proposed transaction is a condition of closing.14  10 

The MIPA includes the sale of SRLP’s membership interests in SRE as well as 11 

those in SRW.15  As SRE is not regulated by the Commission (as discussed 12 

previously), my discussion of Staff’s review of the MIPA pertains exclusively to 13 

the potential effects of the transaction on SRW and its customers only.  14 

Q. Will the terms of the MIPA result in SRW retaining all utility assets that 15 

it currently owns?  16 

A. No.  In its UP 391 Application, SRW requests Commission approval to transfer 17 

certain assets from SRW to SRLP.  As described in the UP 391 Application, 18 

the “MIPA expressly contemplates that certain assets of SRW would be 19 

transferred to SRLP prior to closing and would not be assets of SRW when that 20 

                                            
13 UP 384 Amended Application, Page 2, Lines 13-15.  
14 UP 384 Amended Application, Page 2, Lines 19-20.  
15 UP 384 Amended Application, Page 2, Footnote 3.  
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transaction closes.”16  As SRW is currently owned by SRLP, the transfer of 1 

certain assets from SRW to SRLP effectively represents the exclusion of 2 

certain assets from the proposed sale of SRW to Oregon Water.  The assets to 3 

be transferred to SRLP per the terms of the MIPA are summarized in Table 1 4 

below.  5 

Table 1: UP 391 Transferred Assets 6 

Asset Net Book Value 
(as of December 31, 2018) 

Well 12 Structures & Additions17 $7,314 

Well 12 Equipment18 $9,455 

Well 12 Tax Lot (2.47 acres)19 Not Provided 

Water Right Certificate 85484 Not Provided 

Water Right Certificate 85485 Not Provided 

Well 4 Structures $1,681 

Well 4 Tax Lot (0.30 acres)20 Not Provided 

Portion of Fiber Optic Cable/Conduit System21 $0 

Total Identifiable Net Book Value $18,450 

 7 

Q. Why does SRW propose to transfer these assets to SRLP?  8 

A. As described in the UP 391 Application, SRW states that the assets to be 9 

transferred to SRLP “are used for the benefit of SRLP” and “could be retained 10 

by SRLP to promote efficiency in the use of the assets while not affecting 11 

SRW’s ability to serve its other customers.”22  SRW further states that the 12 

transfer of these assets to SRLP will allow SRLP “to efficiently irrigate the 13 

                                            
16 UP 391 Application, Page 1, Lines 14-16.  
17 See Exhibit Staff/103, Yamada/1-2, SRW’s 2nd Amended Response to Staff’s Data Request 2.  
18 Ibid.  
19 https://dial.deschutes.org/Real/Index/186759.  
20 https://dial.deschutes.org/Real/Index/162239.  
21 See Exhibit Staff/103, Yamada/1-2, SRW’s 2nd Amended Response to Staff’s Data Request 2. 
22 UP 391 Application, Page 7, Lines 7-8.  

https://dial.deschutes.org/Real/Index/186759
https://dial.deschutes.org/Real/Index/162239
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Crosswater golf course and to control and monitor the irrigation system 1 

including the withdrawal of water from Well #12.”23 2 

Q. Are the assets to be transferred from SRW to SRLP currently used by 3 

SRW to provide utility services to its customers?  4 

A. Some of the assets to be transferred to SRLP are currently used by SRW to 5 

provide utility services to its customers.  Namely, Well 12 and its associated 6 

structures and equipment are currently used to supply irrigation water to 7 

Crosswater Golf Course using Water Rights Certificates 85484 and 85485.24  8 

Well 12 is also currently utilized to provide irrigation water the Caldera Springs 9 

Owners Association (CSOA) using other water rights held by SRW.25 10 

Q. Following the close of the proposed transaction, how will irrigation 11 

water be provided to Crosswater Golf Course and CSOA?  12 

A. Following the close of the transaction, irrigation water for Crosswater Golf 13 

Course will be provided directly by SRLP (the owner of the golf course) rather 14 

than by SRW.26  Furthermore, the “water rights currently used to supply 15 

irrigation water to CSOA will be retained by SRW and those water rights will be 16 

accessed from other wells and infrastructure retained by SRW to provide 17 

irrigation water to CSOA.”27 18 

                                            
23 UP 391 Application, Page 7, Lines 11-12.  
24 UP 391 Application, Page 2, Lines 18-19.  
25 UP 391 Application, Page 2, Footnote 1.  
26 UP 391 Application, Page 3, Lines 16-18.  
27 UP 391 Application, Page 2, Footnote 1.  
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Q. Please describe the current usage of the assets to be transferred to 1 

SRLP that are not currently utilized by SRW to provide utility services 2 

to its customers.  3 

A. The portion of fiber optic cable and conduit to be transferred to SRLP is 4 

currently utilized by SRLP “as part of the network utilized by the Resort.”28  5 

Well 4 and its associated equipment “is no longer in use, has no associated 6 

water rights, and does not supply water to the SRW system.”29  The real 7 

property associated with Well 4 is currently utilized by SRLP “to launch 8 

recreational aquatic crafts for its guests into the Deschutes River.”30  9 

Q. Is the transfer of certain water rights from SRW to SRLP expected to 10 

affect SRW’s ability to serve its remaining customers?  11 

A. No.  The water rights to be transferred from SRW to SRLP are currently used 12 

only for the purpose of irrigating the Crosswater golf course and do not affect 13 

the domestic water supply.31  Furthermore, these water rights “are restricted to 14 

use for irrigation of the land that is the golf course,” and “SRW would not be 15 

permitted to utilize that water to serve other customers or for other purposes.”32  16 

As such, Crosswater Golf Course is the only current customer of SRW that 17 

could potentially be affected by the transfer of Water Rights Certificates 85484 18 

and 85485 to SRLP.   19 

                                            
28 UP 391 Application, Page 3, Lines 4-5.  
29 UP 391 Application, Page 2, Lines 21-22.  
30 UP 391 Application, Page 3, Lines 1-2.  
31 See Exhibit Staff/103, Yamada/3, Oregon Water’s Response to Staff’s Data Request 15.  
32 Sunriver Water, LLC/Ex.100, O’Shea/5, Lines 12-13.  
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Q. Is there expected to be any cost to SRW arising from a need to replace 1 

the assets that will be transferred to SRLP?  2 

A. Staff understands that, to the extent that these assets are currently useful in 3 

the provision of utility services, they will no longer be required by SRW when 4 

Crosswater Golf Course ceases to be an irrigation customer of SRW.  Although 5 

Well 12 is currently used to serve CSOA in addition to Crosswater Golf Course, 6 

SRW has stated that it will retain the water rights currently used to provide 7 

irrigation water to CSOA and will access those rights using infrastructure that 8 

will be retained by SRW.33  Staff expects its recommendation to be further 9 

informed by responses to discovery requests that are either outstanding as of 10 

the time of this writing, or were received too late to be incorporated into this 11 

testimony. 12 

Q. Does the MIPA contain any unusual or restrictive terms?  13 

A. No.  Staff reviewed the MIPA and noted no unusual or restrictive terms to the 14 

agreement.  15 

                                            
33 UP 391 Application, Page 2, Footnote 1.  



4

5

6

7

9

10

11

12

13

14

15

16

17

18

19

20

21

Docket No: UP 384 & UP 391 Staff/100
Yamada/21

ISSUE 4.2 —— TRANSFER PRICING AND ALLOCATION OF GAIN

Q. What is the sales price under the proposed transaction?

A. The combined sales price for SRW and SRE Is [Begin Highly Confidential]

[End Highly Confidential]. The portion of the sales price that is

attributable to SRW alone is [Begin Highly Confidential] I^^^^^^B [End

Highly Confidential].

Q. What is the purchase price associated with the assets to be transferred

from SRW to SRLP?

A. The Applicants assert that consideration for the assets to be transferred from

SRW to SRLP "Is part of the overall purchase price reflected in the MIPA."34

Q. Does Staff have outstanding concerns regarding the inclusion of the

consideration for the transferred assets in the overall purchase price

reflected in the MIPA?

A. Yes. The MIPA reflects a transaction between Oregon Water and SRLP, and

SRW itself does not intend to record any gain or loss associated with the

transfer of the assets to SRLP.35 However, it is possible that the costs of the

assets to be transferred to SRLP were previously included in the rates of SRW

customers, in which case it may be appropriate for SRW customers to be

compensated for the disposal of the assets. It may, in turn, be appropriate for

SRW to receive consideration from SRLP for the transferred assets at an

amount greater than or equal to the net book value of the assets. Staff expects

34 UP 391 Application, Page 6, Lines 12-13.
35 See Exhibit Staff/103, Yamada/4, SRW's Response to Staff's Data Request 45.
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its recommendation to be further informed by responses to discovery requests 1 

that are either outstanding as of the time of this writing, or were received too 2 

late to be incorporated into this testimony.  Staff requests that the Joint 3 

Applicants respond to this issue in their next round of testimony.     4 

Q. What is the net book value of SRW? 5 

A. The net book value of SRW (including the assets to be transferred to SRLP) is 6 

$2,548,589.36  The net book value of SRW excluding the assets to be 7 

transferred to SRLP is unknown due to SRW’s inability to identify the net book 8 

value associated with certain assets, as discussed below.  However, Oregon 9 

Water has indicated that it will provide the net book value of SRW’s assets less 10 

those assets that were transferred to SRLP following the close of the proposed 11 

transaction.37  Staff’s recommended Condition 20 is intended to ensure that the 12 

assets being transferred to SRLP are appropriately removed from rate base 13 

prior to SRW’s next rate adjustment. 14 

Q. What is the net book value of the assets to be transferred from SRW to 15 

SRLP?  16 

A. As shown in Table 1, the identifiable net book value of the assets is $18,450.  17 

However, the net book value for certain assets to be transferred is not currently 18 

known.  19 

Q. Why is the net book value associated with certain assets to be 20 

transferred to SRLP not provided in Table 1?  21 

                                            
36 UP 384 Amended Application, Page 8, Lines 1-2.  
37 See Exhibit Staff/103, Yamada/5, Oregon Water’s Response to Staff’s Data Request 17.  
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A. The net book value of certain assets to be transferred to SRLP was not 1 

provided by SRW.  In its UP 391 Application, SRW states that it “is unable to 2 

state the prices and net book value for certain of the Assets because those 3 

assets are not identifiable on SRW’s fixed asset schedule which is likely the 4 

result of being components of other listed assets that were given vague 5 

descriptions decades ago.”38    6 

Q. Does Staff have concerns regarding the lack of identifiable net book 7 

values associated with certain assets described in the UP 391 8 

Application?  9 

A.  Yes.  The net book value of these assets remains an outstanding issue in 10 

Staff’s analysis.  As SRW has indicated that the unidentifiable assets may have 11 

been included in SRW’s fixed asset schedule as “components of other listed 12 

assets,” Staff has concerns that these assets may remain in SRW’s rate base if 13 

not identified and removed.  Because the unidentifiable assets consist of land 14 

and water rights (neither of which are depreciated for accounting purposes), 15 

Staff has further concerns that these assets could remain in SRW’s asset 16 

schedules indefinitely if they are currently combined with other non-depreciable 17 

assets.  The lack of identifiable net book value for certain assets also makes it 18 

difficult to assess the amount of consideration that would be appropriate for 19 

SRLP to pay to SRW for the assets (if any), which is discussed previously in 20 

my testimony.  21 

Q. Will SRW record any gain or loss on the sale of its assets?  22 

                                            
38 UP 391 Application, Page 7, Lines 1-3.  
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A. No.  Because the sale of SRW is structured as a sale of equity in the company 1 

rather than as a sale of the company’s assets, SRW will record no gain or loss 2 

associated with the proposed transaction.  Furthermore, SRW states that it will 3 

not record a gain or loss associated with the transfer of certain assets to SRLP; 4 

SRW and SRLP will record the transfer of those assets through an 5 

intercompany transfer.39 6 

Q. Will the difference between the purchase price and net book value of 7 

SRW be reflected in customer rates?  8 

A. No.  The UP 384 Amended Application states that “Oregon Water and NWN 9 

Water LLC commit that neither entity will propose to include…the difference 10 

between the net book value and the purchase price, in customer rates in any 11 

future SRW rate case filing.”40  Furthermore, Staff’s recommended Condition 7 12 

ensures that no goodwill or acquisition adjustment relating to the proposed 13 

transaction will be reflected in customer rates.   14 

                                            
39 See Exhibit Staff/103, Yamada/4, SRW’s Response to Staff’s Data Request 45.  
40 UP 384 Amended Application, Page 5, Lines 8-11.  
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ISSUE 4.3 ------ PUBLIC INTEREST COMPLIANCE 1 

Q. Are customer rates expected to change as a result of the transfer of 2 

ownership? 3 

A. No.  The UP 384 and UP 391 Applications seek Commission approval to 4 

transfer the ownership of certain membership interests and assets relating to 5 

SRW; the Applications do not seek Commission approval for any rate change.  6 

Commission approval would be required prior to the implementation of any rate 7 

change for SRW, and any such rate change would be reviewed in a separate 8 

proceeding.   9 

Q. Is the sale of SRW to Oregon Water expected to result in any 10 

disruption to the customers of SRW? 11 

A. No.  The sale of SRW is expected to be seamless from the customers’ 12 

perspective as no changes to SRW’s employees, domestic water services, or 13 

billing platforms are anticipated with the proposed change in ownership.  14 

Oregon Water has actively taken steps to engage and retain the current 15 

employees of SRW, and expects that all existing SRW employees will continue 16 

in their current roles following the transfer of ownership.41  These employees 17 

perform functions including office management, customer service, billing, and 18 

operations and maintenance support for SRW.42  The Joint Applicants state 19 

that Gary Hutter, the current manager of SRW, is also expected to continue in 20 

his current role following the transfer of ownership.43  As SRW will utilize the 21 

                                            
41 See Exhibit Staff/103, Yamada/6, Oregon Water’s Response to Staff’s Data Request 18.  
42 UP 384 Amended Application, Page 3, Lines 14-15.  
43 UP 384 Amended Application, Page 3, Lines 11-12.  
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same billing platform under Oregon Water ownership as it currently does under 1 

SRLP ownership,44 customers are not expected to experience any change in 2 

the methods by which bills are issued or paid.  All payment methods currently 3 

available to customers (online with a credit card or electronic check, automatic 4 

payment, mailed check, and in-person payment) will continue to be available to 5 

SRW’s customers following the close of the sale.45  Finally, as SRW will 6 

continue to exist “in its current form”46 and will retain its current business name 7 

following the transfer of ownership, the company name that appears on 8 

customers’ bills will not change.  9 

Q. Does SRLP currently perform any functions related to the operation of 10 

SRW?  11 

A. Yes.  Currently, SRLP provides certain accounting, human resources, 12 

information technology, and management services to SRW pursuant to an 13 

affiliated interest agreement that was approved by the Commission with Order 14 

No. 16-452 in Docket No. UI 378.47  The total annual price of such services to 15 

SRW that was approved in Docket No. UI 378 is $254,729.48 16 

Q. How will the proposed transaction affect the existing affiliated interest 17 

agreement between SRW and SRLP?  18 

                                            
44 UP 384 Amended Application, Page 4, Lines 12-13.  
45 Oregon Water/100, Palfreyman/9, Lines 15-19.  
46 UP 384 Amended Application, Page 3, Line 3.  
47 See Order No. 16-485 in Docket No. UI 378, SRW’s request for approval of an affiliated interest 
agreement with SRLP.  
48 Id.  
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A. After closing, the existing affiliated interest agreement between SRW and 1 

SRLP will be terminated.49 2 

Q. Following the close of the proposed transaction, who will perform the 3 

functions that are currently performed by SRLP?  4 

A. SRLP will continue to provide services to SRW for up to six months following 5 

the close of the sale, unless Oregon Water determines that those services are 6 

not required for the entire six-month term.50  In conjunction with the MIPA, 7 

Oregon Water and SRLP have entered into a Transition Services Agreement 8 

governing the provision of services from SRLP to SRW during this six-month 9 

period.51  The Transition Services Agreement “is intended to allow for a post-10 

closing transition period of up to six months in which SRLP will continue to 11 

provide certain services for SRW as needed.”52  Following the period during 12 

which the Transition Services Agreement is applicable, the functions previously 13 

performed by SRLP are expected to be replaced by Oregon Water.53   14 

Q. Is there expected to be an increased cost to customers arising from 15 

the Transition Services Agreement between Oregon Water and SRLP?  16 

A.  No.  While Oregon Water and SRLP have entered into the Transition Services 17 

Agreement to smooth the ownership transition process, Oregon Water has 18 

committed that “it will not propose to include any incremental costs relating to 19 

the transfer of ownership as described in the Transition Services Agreement in 20 

                                            
49 UP 384 Application, Page 3, Line 6.  
50 UP 384 Application, Page 3, Lines 8-10.  
51 See Appendix B to MIPA.  
52 See Oregon Water/100, Palfreyman/8, Line 27 to Oregon Water/100, Palfreyman/9, Lines 1-2.  
53 See Exhibit Staff/103, Yamada/7, Oregon Water’s Response to Staff’s Data Request 19.  
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customer rates in any future ratemaking proceedings.”54  Staff’s recommended 1 

Condition 18 is also intended to ensure that costs relating to the transition of 2 

ownership are excluded from customer rates.   3 

Q. Following the termination of the Transition Services Agreement, are 4 

the functions currently performed by SRLP expected to be replaced by 5 

Oregon Water and its affiliates anticipated to be at a similar cost to that 6 

approved in Docket No. UI 378? 7 

A. Yes.  Oregon Water states that it “does not expect any incremental cost 8 

burdens to be placed on SRW as a result of the change of ownership, and 9 

anticipates that the shared services and functions currently provided by SRLP 10 

will be replaced by NW Natural under a similar shared services agreement at 11 

an equivalent overall cost.”55  Oregon Water states that, under its ownership, 12 

SRW “be subject to certain allocations from Northwest Natural Gas Company 13 

and Northwest Natural Holdings under Northwest Natural Gas Company’s Cost 14 

Allocation Manual.”56  Oregon Water asserts that “taken as a whole, however, 15 

all of the management costs for Sunriver Water, LLC are expected to be 16 

consistent with the existing management costs.”57  Staff’s recommended 17 

Condition 19 is also intended to ensure that the cost of services provided by 18 

Oregon Water and its affiliates does not unreasonably exceed the cost of 19 

similar services currently provided by SRLP.  As mentioned previously, all 20 

                                            
54 See Exhibit Staff/103, Yamada/8, Oregon Water’s Response to Staff’s Data Request 35.  
55 Oregon Water/100, Palfreyman/9, Lines 5-8.  
56 See Exhibit Staff/103, Yamada/7, Oregon Water’s Response to Staff’s Data Request 19.  
57 Ibid. 
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costs will be reviewed for prudence during SRW’s next general rate proceeding 1 

prior to inclusion in customer rates.  2 

Q. Is the sale of SRW expected to result in an increase in operating costs 3 

associated with providing water utility services? 4 

A. Oregon Water has indicated that it does not expect incremental cost burdens to 5 

be placed on SRW as a result of the transfer of ownership.  However, 6 

outstanding issues remain regarding the effects of 1) the proposed construction 7 

of a standalone IT network for SRW, 2) the proposed addition of a new general 8 

manager position, and 3) the impact on the SRW revenue requirement of the 9 

reduction in the allocation of common costs to Crosswater Golf Course.  Staff 10 

expects its recommendation to be further informed by responses to discovery 11 

requests that are either outstanding as of the time of this writing, or were 12 

received too late to be incorporated into this testimony.  13 

Q. Is the sale of SRW expected to result in an increase in capital costs 14 

associated with providing water utility services?  15 

A.  No.  Staff’s recommended Condition 16 is intended to ensure that capital costs 16 

do not increase as a result of the transfer of ownership.  As a subsidiary of 17 

HoldCo (a public company), SRW is also expected to have more ready access 18 

to capital than it has under SRLP ownership.58  Staff expects its 19 

recommendation to be further informed by responses to discovery requests 20 

that are either outstanding as of the time of this writing, or were received too 21 

late to be incorporated into this testimony.   22 

                                            
58 See Exhibit Staff/103, Yamada/9, Oregon Water’s Response to Staff’s Data Request 47.  
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Q. Are customers expected to be affected by costs relating to the 1 

preparation and performance of the proposed transaction? 2 

A. No.  The Joint Applicants state that “Oregon Water and NWN Water LLC 3 

commit that neither entity will propose to include any research and due 4 

diligence, negotiation, or other acquisition costs…in customer rates in any 5 

future SRW rate case filing.”59  Staff’s recommended Condition 17 is also 6 

intended to ensure that costs relating to carrying out the proposed transaction 7 

are excluded from customer rates.  8 

Q. What is the purchaser’s source of funds for the proposed transaction?  9 

A. HoldCo will provide funds to NWN Water, which will in turn provide funds to 10 

Oregon Water to complete the proposed transaction.60 11 

Q. Is the purchaser financially able to successfully acquire SRW? 12 

A. The Joint Applicants state that “Oregon Water is financially able to acquire 13 

SRW” as Oregon Water will be indirectly funded by HoldCo to carry out the 14 

proposed transaction.61 15 

Q. Did Staff review the purchaser’s financial statements?  16 

A. No.  Oregon Water’s “financial statements will not be available until March 1, 17 

2019.”62  Oregon Water has indicated that it will provide HoldCo’s and Oregon 18 

Water’s financial statements when they become available, and Staff will review 19 

                                            
59 UP 384 Amended Application, Page 5, Lines 8-11.  
60 UP 384 Amended Application, Page 9, Lines 3-4.  
61 UP 384 Amended Application, Page 9, Lines 3-5.  
62 Oregon Water/100, Palfreyman/11, Lines 10-11.   
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them at that time.  Staff’s review of the purchaser’s financial statements 1 

remains an outstanding issue in this case.   2 

Q. Will any funds from ratepayers of NWN Gas be used toward the 3 

proposed transaction? 4 

A. Oregon Water states that “[n]o funds derived from ratepayers of Northwest 5 

Natural Gas Company will be used toward the proposed transaction.”63 6 

Q. Does the purchaser possess experience with the operation of water 7 

utilities? 8 

A. Oregon Water itself does not currently own or operate any water utilities; it is a 9 

relatively new entity, recently formed for the purpose of acquiring Oregon water 10 

utilities under the NWN Water platform.64  Oregon Water’s parent company, 11 

NWN Water, possesses some experience with the operation of water utilities; 12 

in line with its water utility acquisition strategy for growth (discussed 13 

previously), NWN Water and its subsidiaries began acquiring water utilities in 14 

the latter half of 2018.  The Idaho Public Utilities Commission approved the 15 

sale of Falls Water Company, Inc. to NWN Water on July 10, 2018.65  The 16 

Washington Utilities and Transportation Commission approved the acquisition 17 

of Sea View Water, LLC66 and Lehman Enterprises, Inc. 67 by Cascadia Water, 18 

LLC (a wholly-owned subsidiary of NWN Water) on October 11, 2018.  The 19 

                                            
63 See Exhibit Staff/103, Yamada/10, Oregon Water’s Response to Staff’s Data Request 22.  
64 UP 384 Amended Application, Page 2, Lines 1-2.  
65 See Idaho Public Utilities Commission Order No. 34103 in Case No. FLS-W-18-01.  
66 See Washington Utilities and Transportation Commission Order No. 01 in Docket UW-180629.  
67 See Washington Utilities and Transportation Commission Order No. 01 in Docket UW-180630.  
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OPUC approved the sale of Salmon Valley Water Company to NWN Water on 1 

September 26, 2018,68 and the sale became effective on November 2, 2018.69  2 

Q. Does the purchaser possess experience with utility and regulatory 3 

matters?  4 

A. Oregon Water’s affiliate, NWN Gas, possesses extensive experience with utility 5 

and regulatory matters.  NWN Gas has been providing natural gas services for 6 

more than one hundred years, is regulated by the OPUC, and is familiar with 7 

the regulatory environment associated with the OPUC.  Oregon Water and 8 

NWN Water share common executive team members with NWN Gas, “all of 9 

whom have substantial experience overseeing the operations of a regulated 10 

Oregon utility distribution company.” 70 11 

Q. Have customers been provided notice of the proposed transaction as 12 

required by OAR 860-036-2120(4)?  13 

A. It is Staff’s understanding that customers have not been provided notice of the 14 

proposed transaction yet.  OAR 860-036-2120(4) requires the water utility to 15 

provide written notice to its customers no less than 60 days prior to the closing 16 

date of the transaction.  Commission approval is required prior to the close of 17 

the proposed transaction, and the adopted procedural schedule in Docket 18 

No. UP 384 tentatively contemplates a Commission decision by June 24, 2019.  19 

Assuming a closing date of June 24, 2019, the 60-day requirement described 20 

in OAR 860-036-2120(4) would require SRW to provide notice to its customers 21 

                                            
68 See OPUC Order No. 18-358 in Docket No. UP 362.  
69 See NWN Water’s Compliance Filing to Staff Condition 4 in Docket No. UP 362.  
70 UP 384 Application, Page 9, Lines 17-20.  
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no later than April 25, 2019.  Staff notes, however, that SROA is an active 1 

intervenor in this proceeding, and represents SRW customers. 2 

Q. Has SRW indicated that it intends to provide notice of the proposed 3 

transaction to its customers in compliance with OAR 860-036-2120(4)?  4 

A. Yes.  The Joint Applicants state that “SRW will provide notice of the Proposed 5 

Transaction to its customers more than 60 days prior to the closing of the 6 

transaction, and will provide a copy to the Commission’s Consumer Services 7 

Section.  Additionally, SRW will post notice at the utility’s office and on its 8 

website.”71  The Joint Applicants also submitted a draft customer notice with 9 

the UP 384 Application.  I have reviewed the draft notice and find that it 10 

complies with the requirements of OAR 860-036-2120(4).  11 

Q. Have any customers of SRW raised concerns regarding the proposed 12 

transaction?  13 

A. Yes.  One customer contacted the OPUC to express opposition to the sale of 14 

SRW but did not specify a reason for his opposition.  Additionally, a Public 15 

Comment Hearing was held in Sunriver on February 7, 2019, during which 16 

several customers provided comments regarding the proposed transaction.  17 

Concerns expressed by customers at the Public Comment Hearing included 18 

the potential for changes to billing methods, whether SRW employees would 19 

remain with the utility following the sale, the potential for unnecessary system 20 

upgrades under new ownership, fire flow adequacy, and the odor associated 21 

                                            
71 UP 384 Amended Application, Page 6, Lines 8-11.  
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with SRE’s wastewater treatment facility.  Some customers also expressed 1 

support for the proposed sale of SRW to Oregon Water.  2 

Q. Have customers’ concerns regarding potential billing changes and the 3 

retention of current SRW employees been addressed?  4 

A. Yes.  The Joint Applicants were present at the February 7 Public Comment 5 

Hearing and responded to the customers’ comments in person at that time.  As 6 

discussed previously in my testimony, there will be no billing-related changes 7 

associated with the transfer of ownership, and all current SRW employees are 8 

expected to remain with SRW.  While Oregon Water anticipates that current 9 

SRW employees will become employees of Oregon Water following the 10 

transfer of ownership, those employees will continue to work out of the SRW 11 

offices in Sunriver, as they do today.72 12 

Q. Regarding the customer concern relating to the potential for 13 

unnecessary system upgrades under new ownership, has Oregon 14 

Water indicated that it plans to perform system upgrades that would 15 

not have been performed absent the transfer of ownership?  16 

A. No.  SRW’s most recent Master Plan, which was prepared in 2011, outlines 17 

several well, reservoir, and main line improvements planned through 2019.73  18 

Oregon Water has indicated that the “proposed transaction is not anticipated to 19 

have any immediate impact on Sunriver Water’s Master Plan, but NW Natural 20 

Water of Oregon will review and update the Master Plan after the transaction 21 

                                            
72 See Exhibit Staff/103, Yamada/6, Oregon Water’s Response to Staff’s Data Request 18.  
73 See Exhibit Staff/103, Yamada/11-186, SRW Master Plan, Attachment 1 to Oregon Water’s 
Response to Staff’s Data Request 11.  
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closes."74 Oregon Water also provided the current capital expenditure plan

developed by SRLP, which [Begin Confidential]

[End Confidential].75 Oregon Water

has indicated that the plan developed by SRLP "appears reasonable," but that

it wili "perform a more thorough review of the system after the transaction

closes" to establish its "own views on the long-term capital plan" for SRW.76

Q. Did Staff consider the issue of fire flow adequacy in its review of the

no harm standard in this proceeding?

A. This remains an outstanding issue in this proceeding. Specifically, Staff

remains unsure about the extent to which the assets being transferred from

SRW to SRLP currently serve as backup or potential backup water sources for

the purposes of fire suppression, if those assets could currently be utilized for

fire suppression, then SRW's disposal of those assets could affect fire flow

adequacy in the Sunriver community. Staff requests that the Joint Applicants

address this issue in their next round of testimony.

Q. Did Staff consider wastewater facility odors in its review of the no

harm standard in this proceeding?

A. No. Staff did not consider the wastewater facility odors in its review of the no

harm standard as it pertains to the sale of SRW because the wastewater

facility is not owned by SRW, nor is it regulated by the Commission.

74 See Exhibit Staff/103, Yamada/187, Oregon Water's Response to Staffs Data Request 1 1.
75 See Exhibit Staff/102, Yamada/1-7, Confidential Attachment 1 to Oregon Water's Response to
Staff's Data Request 30.
76 See Exhibit Staff/103, Yamada/188, Oregon Water's Response to Staff's Data Request 28.
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ISSUE 4.4 ------ RECORDS AVAILABILITY, AUDIT PROVISIONS, AND 1 

REPORTING REQUIREMENTS 2 

Q. Will the Commission possess the necessary ability to examine SRW’s 3 

books and records concerning the sale?  4 

A. Yes.  Staff’s recommended Conditions afford the necessary Commission 5 

examination of SRW’s books and records concerning the sale.  6 

Q. Does this conclude your testimony? 7 

A. Yes.  8 
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UP 384 
Sunriver Water 

Second Amended Data Request Response 

Request No.: UP 384 OPUC DR 2 

2. Page 7 of the Application states that certain utility property currently owned by Sunriver
Water, LLC will be retained by Sunriver Resort Limited Partnership under the proposed
transaction. Regarding the utility property to be retained by Sunriver Resort under the proposed
transaction,

a. Please provide, in spreadsheet format, a comprehensive list of all Sunriver Water, LLC
property (including water rights) to be retained by Sunriver Resort Limited Partnership under the 
proposed transaction. For each item listed, please include: 

i. The original cost of the asset,

ii. The date on which it was placed into service, and

iii. The book value of the asset as of the most recent date for which records are
readily available. 

b. Does Sunriver Water;LLC expect to file an application for PUC approval to transfer
these assets from Sunriver Water, LLC to Sunriver Resort Limited Partnership? Please explain 
why or why not. 

Amended Response: 

a. The assets that will be retained by Sunriver Resort LP under the proposed transaction are
identified on the attached spreadsheet. This has been updated (1) to reflect updated values as of
Dec. 31, 2018 that were not available before and (2) to provide values for the Well 4 Building
(System #4) that were recently identified.

b. On January 16, 2019, Sunriver Water, LLC filed an application for PUC approval to transfer
these assets from Sunriver Water, LLC to Sunriver Resort Limited Partnership, which has been
assigned Docket UP 3 91. 

Exhibit Staff/103 
Yamada/1



List of Proposed Sunriver Water, LLC assets retained by Sunriver Resort Limited Partnership 

System # Description PUC Acct# GL Account 
447 Crosswater Well Structures 307 5023-001-1630-0000 
449 Crosswater Well Equipment 307 5023-001-1634-3580 
474 CW Well Additions 307 5023-001-1632-9220 
658 Crosswater Valve Boxes 331 5023-001-1632-9220 
589 Well 12 Telemetry 347 5023-001-1634-2605 
4 Well 4 Building 304 5023-001-1630-0000 
507 Fiber and Conduit running 347 5023-001-1634-2605 

from Meadows 
Maintenance building, 
through Booster 1 and 
Woodlands Maintenance 
building, to the Treatment 
Plant 

Totals 

Additional assets for which values could not be identified: 

Taxlot201106DC00400 
Taxlot201108B000300 
Water Right Certificate 85484 (Permit G-9007) 
Water Right Certificate 85485 (Permit G-5610) 

Tax Book 
In Service value 

37,305.00 
52,528.00 

3,330.00 
3,601.98 
5,470.67 
9,337.00 

78,751.16 

190,323.81 

as of 12/31/18 
In Svc date Tax book value 

2/28/1995 6,714.90 
2/28/1995 9,455.04 
1/31/1997 599.40 

10/31/2011 
10/1/2008 

7/1/1998 1,680.66 
11/1/2001 

18,450.00 
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Rates & Regulatory Affairs 
UP 384 

Sunriver Water 
Data Request Response 

Request No.: UP 384 OPUC DR 15 
15. Will the retention of certain water rights by Sunriver Resort Limited Partnership

affect Sunriver Water, LLC’s ability to maintain sufficient capacity to meet customer

demands? Please explain why or why not.

Response: 

No.  The two water rights that will be retained by Sunriver Resort Limited Partnership 
are currently used to irrigate Crosswater golf course and are not used to provide 
domestic water service.  Those rights will continue to be used for golf course irrigation 
following the closing of this transaction, so there will be no change in the instantaneous 
rate or annual volume of water available to supply Sunriver Water, LLC’s water system 
for providing domestic water service. 

The water rights that will be retained by Sunriver Resort Limited Partnership are 

authorized to irrigate a combined total of 108.89 acres.  The water rights identify the 

specific acres that are authorized to be irrigated. 
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UP 384/UP 391 
Sunriver Water, LLC 

Data Request Response 

Request No.: UP 384 OPUC Staff DR 45 

45. Will SRW record a gain or loss associated with the transfer of certain assets to SRLP? If so,
please provide the anticipated amount of such gain or loss.

Response: 

No, SRW will not record a gain or loss associated with the transfer of certain assets to SRLP. 
SRW and SRLP will record the transfer of those assets through an intercompany transfer. 
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Rates & Regulatory Affairs
UP 384

Sunriver Water
Data Request Response

Request No.: UP 384 OPUC DR 17
17. Page 8 of the Application states that the “net book value of SRW’s assets is

$2,548,589 million.” Does this amount include any assets to be retained by Sunriver

Resort Limited Partnership? If yes, please provide the net book value of the assets that

Sunriver Water, LLC will possess following the transfer of ownership, excluding the

value of any assets to be retained by Sunriver Resort Limited Partnership.

Response:

Yes, the $2,548,589 net book value of SRW’s assets includes the following retained
assets.

1. That portion of the Owned Real Property commonly known as “Well 4” and identified
in the Deschutes County, Oregon tax records as tax lot 201106DC00400.

2. That portion of the Owned Real Property commonly known as “Well 12” and identified
in the Deschutes County, Oregon tax records as tax lot 201108B000300.

3. The Golf Course Easement.

4. Oregon Water Resources Department Water Right Permit G-9007.

5. Oregon Water Resources Department Water Right Permit G-5610.

6. The fiber optic cable and conduit system located on the Real Property, other than the
fiber optic cable and conduit the ownership of which will be transferred to the Purchaser
under the Fiber Agreement.

NW Natural Water of Oregon will supplement this response with the net book value of
SRW’s assets following the transfer of ownership, excluding the value of the assets
identified above.
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Rates & Regulatory Affairs 
UP 384 

Sunriver Water 
Data Request Response 

Request No.: UP 384 OPUC DR 18 
18. Regarding those employees that are currently employed by Sunriver Water LLC,

Sunriver Environmental, LLC, or an affiliated company and are currently necessary for

the successful operation of Sunriver Water, LLC and Sunriver Environmental, LLC,

a. Does Northwest Natural Water of Oregon, LLC expect that all necessary

employees will continue in their current roles following the transfer of ownership? 

Please explain.  

b. Which business entity will continuing employees be employed by following the

transfer of ownership? 

c. Where will continuing employees physically work?

d. Please explain how Northwest Natural Water of Oregon, LLC will ensure the

continued successful operation of Sunriver Water, LLC and Sunriver Environmental, 

LLC following the close of the transaction if current employees choose not to continue in 

their current roles following the transfer of ownership.   

Response: 

a: Yes. NW Natural Water of Oregon expects to retain all existing utility employees in 

their current role in an effort to ensure a smooth transition of ownership and operations. 

b: It is anticipated that NW Natural Water of Oregon will be the employing entity. 

c: Continuing employees will work out of the Sunriver Water, LLC offices as they do 

today.  

d: NW Natural Water of Oregon has already actively taken steps to engage and retain 

current employees of Sunriver Water, LLC. As mentioned in part a. above, NW Natural 

Water of Oregon expects to retain all existing Sunriver Water, LLC employees.  In the 

event that certain employees choose to leave Sunriver Water, LLC, we will rapidly seek 

to replace these individuals through recruiting processes across Central Oregon and 

beyond.  We have ongoing dialogue with a variety of prospective employees (at Water 

districts, municipalities and other investor owned utilities) that are qualified to operate 

these utilities. In addition, we have consultants that we work with on our diligence 

processes and other matters that could assist as necessary, and NW Natural Water has 

water utility employees across Oregon, Washington and Idaho that may be qualified to 

assist. More generally, NW Natural’s reputation as a top employer to work for supports 

both our recruiting and retention processes across all of our business areas.  
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Rates & Regulatory Affairs 
UP 384 

Sunriver Water 
Data Request Response 

Request No.: UP 384 OPUC DR 19 
19. Will there be any affiliated interest transactions between Sunriver Water, LLC and

Northwest Natural Water of Oregon, LLC, or any of its affiliates following the transfer of

ownership? If yes, please:

a. Describe all such anticipated transactions,

b. Provide the estimated annual cost of such transactions to Sunriver Water, LLC

c. Describe how the goods and/or services to be provided to Sunriver Water, LLC

by Northwest Natural Water of Oregon, LLC or its affiliates are similar to or differ from those 

described in the current affiliated interest agreement that was approved with Order No. 16-452 

in Docket No. UI 378, and  

d. Compare the pricing of goods and services to be provided to Sunriver Water,

LLC by Northwest Natural Water of Oregon, LLC or its affiliates to the pricing of goods and 

services identified in the affiliated interest agreement that was approved with Order No. 16-452 

in Docket No. UI 378. 

Response: 

19. The affiliated interest transactions between Sunriver Water, LLC and Northwest
Natural Water of Oregon, LLC will be consistent with those transactions with Sunriver
Resort Limited Partnership today and include accounting department costs, allocated
HR costs, allocated IT costs, Executive Management costs, and Senior Management
costs.

The estimated cost of such transactions to Sunriver Water, LLC are expected to be 
consistent with the management cost provided by Sunriver Resort approved within 
Order No. 16-452 adjusted for current salary costs. With its acquisition of Sunriver 
Water, LLC, Northwest Natural Water of Oregon, LLC will acquire certain employees 
from Sunriver Resort Limited Partnership. The cost of these employees will be allocated 
to Sunriver Water, LLC consistent with the current Affiliated Interest Agreement 
between those employees today at Sunriver Resort, and the employees will be brought 
over at their current Sunriver Resort salaries.  

Sunriver Water, LLC will also be subject to certain allocations from Northwest Natural 
Gas Company and Northwest Natural Holdings under Northwest Natural Gas 
Company’s Cost Allocation Manual. For Sunriver Water, LLC, those allocations are 
expected to include an allocation of common costs and insurance premiums, if 
applicable.  Taken as a whole, however, all of the management costs for Sunriver 
Water, LLC are expected to be consistent with the existing management costs. 
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Rates & Regulatory Affairs
UP 384

Sunriver Water
Data Request Response

Request No.: UP 384 OPUC Confidential DR 35
35. Please confirm that Northwest Natural Water of Oregon, LLC and Sunriver Water,
LLC will not propose to include any costs relating to the transition of ownership, [Begin
Highly Confidential]

[End Highly Confidential]
in customer rates in any future rate case or other proceeding.

Response:

NW Natural Water of Oregon confirms that it will not propose to include any incremental

costs relating to the transition of ownership as described in the Transition Services

Agreement in customer rates in future ratemaking proceedings. To the extent that the

services described in the Transition Services Agreement are services that are currently

included in rates, such services would continue to be reviewed for prudency in

ratemaking proceedings.  
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Rates & Regulatory Affairs
UP 384

Sunriver Water
Data Request Response

Date of Response: February 13, 2019

Request No.: UP 384 OPUC DR 47
47. In Oregon Water/100, Palfreyman/4 (lines 5 – 8), Mr. Palfreyman states that

“Oregon Water hopes to benefit the customers of SRW by providing…the ability to

access capital markets to provide low cost financing of necessary infrastructure

investments.” Please explain why Oregon Water’s access to capital is superior to

SRLP’s access to capital.

Response:

As a subsidiary of NW Natural Holdings, a public company with an active shelf
registration with the SEC, NW Holdings has current liquid access to both public debt
and equity markets that can be used to fund capital investments made by SRW. It is our
understanding that SRLP is not a public entity and does not have the same ready
access to public debt and equity markets that NW Natural Holdings has. In addition, as
NW Natural Holdings is an investment grade holding company, its access to these
capital markets is achieved at competitive low costs. In addition to NW Natural Holdings
ready access to public capital markets, it also has a committed $100 million credit
facility that can be used for interim funding requirements as needed for capital
investments at SRW.
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Rates & Regulatory Affairs 
UP 384 

Sunriver Water 
Data Request Response 

Request No.: UP 384 OPUC DR 22 
22. Please identify whether any funds derived from ratepayers of Northwest Natural

Gas Company will be used toward the proposed transaction.

Response: 

No funds derived from ratepayers of Northwest Natural Gas Company will be used 
toward the proposed transaction.   
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Rates & Regulatory Affairs 
UP 384 

Sunriver Water 
Data Request Response 

Request No.: UP 384 OPUC DR 11 
11. Please provide Sunriver Water, LLC’s most recent Master Plan.

a. Please describe how the proposed transaction will impact the Master Plan,

including but not limited to the retention of Well #12, Well #4, and certain water rights by 

Sunriver Resort Limited Partnership. 

Response: 

a. Please see UP 384 OPUC DR 11, Attachments 1, 2, and 3. Seller will retain Wells
#12 and #4.  Well #4 is inactive and has no associated water rights, so retention of
that will have no impact. Well 12 and associated water rights to be retained by
SRLP are for irrigation beneficial use only for Crosswater golf course and will not
impact domestic water supplies.  The remaining water rights are adequate to
provide domestic water service to the current service territory.  The proposed
transaction is not anticipated to have any immediate impact on Sunriver Water’s
Master Plan, but NW Natural Water of Oregon will review and update the Master
Plan after transaction closes.
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Rates & Regulatory Affairs 
UP 384 

Sunriver Water 
Data Request Response 

Request No.: UP 384 OPUC DR 28 
28. Please identify all capital improvement projects that are planned for Sunriver Water,

LLC under Northwest Natural Water of Oregon, LLC ownership. For each identified

project, please provide:

a. An explanation for why the project is necessary,

b. The estimated cost of completing the project,

c. An approximate date on which the project will commence,

d. The estimated time it will take to complete the project, and

e. A reference to a discussion of the project in Sunriver Water, LLC’s Master Plan.

Response: 

a-e.  NW Natural Water of Oregon has reviewed Sunriver Resort’s proposed 2019

capital expenditure plan for Sunriver Water, which is attached to UP 384 OPUC DR 30

CONFIDENTIAL ATTACHMENT 1.  The 2019 plan appears reasonable, but NW

Natural Water of Oregon will perform a more thorough review of the system after the

transaction closes to establish our own views on the long-term capital plan for Sunriver

Water.
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