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METOLIUS MEADOWS PROPERTY
OWNERS ASSOCIATION

Application requesting authorization to
establish rates resulting in total annual
revenues of $67,600.

)
)
)
)
)
)
)
)

ORDER

DISPOSITION: STIPULATION ADOPTED; RATE INCREASE
APPROVED

Procedural History

On January 24, 2006, Metolius Meadows Property Owners Association
(MMPOA or the Company) filed an application with the Public Utility Commission of
Oregon (Commission) requesting authority to establish rates resulting in total annual
revenues of $67,600, or approximately 52.7 percent more than its test year (July 1, 2004
– June 30, 2005) revenues. MMPOA served notice of the proposed rate increase upon
its customers as required by Oregon Administrative Rule 860-036-0620. The notice
informed customers that the proposed rates would increase the average monthly
residential bill from $24.28 to $37.00.

MMPOA is a homeowners’ association located in Camp Sherman,
Oregon. The water system consists of two wells, a 48,000-gallon, two-chambered
storage reservoir, pump station, various pumps, and distribution pipe lines. The
Company also owns all meters and backflow prevention devices. The water system
serves 152 single family lots consisting of 141 single family lots within the Metolius
Meadows subdivision and 11 adjacent single family lots that are not members of the
association. The water system currently provides water service to 128 residential
customers, including the system operator’s house. Water is available at the street for the
25 undeveloped lots within the subdivision. In addition, MMPOA’s water system serves
common areas, a swimming pool and pool house, riding arenas (indoor and outdoor), and
an office.



ORDER NO. 06-442

2

In October 2004, Commission Staff (Staff) learned that MMPOA was
providing water service to 11 customers who are not members of the property owners
association. As a result, the Commission opened an investigation, docketed as WJ 2, to
determine the Commission’s jurisdiction over MMPOA. In Order No. 05-150, entered
March 25, 2005, the Commission concluded that MMPOA is a public utility subject to
Commission jurisdiction pursuant to ORS 757.005 and ORS 757.061.

Under ORS 757.061, public water utilities serving fewer than 500 customers
are exempt from Commission rate regulation unless 20 percent or more of customers file a
petition requesting the utility be rate regulated and the company’s average annual monthly
residential rate exceeds the maximum rate established by the Commission. As a result of
MMPOA’s proposal to increase its residential base rate to $29.50 in Spring 2005, over
20 percent of the customers filed petitions with the Commission requesting an investigation
of the proposed rate increase. In Order No. 05-889 (WJ 6), entered August 3, 2005, the
Commission concluded that, pursuant to ORS 757.005 and ORS 757.061, Metolius
Meadows Property Owners Association is a financially regulated public utility subject to
Commission jurisdiction. Order No. 05-889 also directed the Company to file appropriate
tariffs with the Commission pursuant to ORS 757.205. The Company’s current filing is its
first rate case.

On February 21, 2006, the Commission entered Order No. 06-077,
suspending the Company’s tariffs for six months from the proposed effective date
of April 1, 2006, pending investigation.

On March 16, 2006, the Commission conducted an open house and
prehearing conference at the Community Hall in Camp Sherman, Oregon. A procedural
schedule was adopted at the prehearing conference.

On June 15, 2006, a settlement conference was held in Camp Sherman in
accordance with the procedural schedule. At the conference, MMPOA discovered that its
method of calculating an average bill was materially different than the method utilized by
the Commission.

On June 30, 2006, MMPOA sent a revised notice to its customers
informing them that, under the Commission’s methodology, the average monthly
residential rate would increase to approximately $41.50 rather than $37.00, as stated in
the previous notice. Among other things, customers were advised that they could submit
a written request for hearing with the Commission if they objected to the new proposed
rate.

On July 13, 2006, the presiding Administrative Law Judge granted a
motion filed by Staff to revise the schedule to allow additional time for settlement
discussions.

On July 18, 2006, a second settlement conference was held in Camp
Sherman, Oregon.
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On July 27, 2006, MMPOA and Staff filed a Stipulation, together with
supporting testimony and exhibits. The Stipulation resolves all outstanding issues and is
discussed below.

Stipulation

Under the terms of the Stipulation, MMPOA and Staff (the Parties) agree
to a total revenue requirement of $65,935, total revenue reductions of $57,183, and a net
operating income of $8,752. The Parties also agree that the Company will be allowed to
earn an 8.65 percent rate of return on Working Capital, Materials and Supplies Inventory,
and an $85,000 loan. The Parties agree that MMPOA will not earn a rate of return on
Plant in Service and Accumulated Depreciation.

The Company agrees that the loan funds will be used solely for capital
improvements to the water system. None of the loan monies will be used for any
activities not directly related to provision of water service to MMPOA customers. Within
30 days of occurrence, the Company will provide Staff with a copy of the signed loan
agreement, a recording of the deposit of funds, and a copy of the loan amortization
schedule provided by the lending institution. In addition, MMPOA agrees that the
revenues in the current rate case include a rate of return on the loan covering only the
interest-only payments for the first two years. It is the obligation of the Company to
determine whether to file for additional rate relief when funds are needed to begin
making principal payments in the third year of the loan.

Under the Stipulation, residential and commercial rates will be as follows:

Residential Metered Rates

Base Rate

Service Meter Size Monthly Base Rate Usage Allowance Unit of Measure
5/8 or 3/4 inch N/A N/A cubic feet
1 inch $25.40 0 cubic feet
1 ½ inches N/A N/A cubic feet

Commodity Usage Rate

Commodity
Rate

Per Number of
Units

Unit of
Measure

Tiered
Usage

Unit of
Measure

$.0928 Per 100 cubic feet Up to 5,000
per year

cubic feet

$1.5626 Per 100 cubic feet Above 5,000
per year

cubic feet
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Commercial Flat Rates

Service Meter Size Monthly Flat Rate Usage Allowance
5/8 or ¾ inch N/A
1 inch $50.80 Unlimited
1 ½ inches N/A
2 inches N/A
4 inches N/A

In addition, the Stipulation provides:

1. MMPOA, through the Property Owners Association (POA)
Operational Assessment, will place $10.35 per month ($124.20
annually) into MMPOA’s water system reserve account for each
undeveloped lot;

2. MMPOA, through the POA Operational Assessment, will apply a
3 percent discount to POA Operational Assessment payments made
within 30 days of billing;

3. In order to allow future commercial rates to be based upon
consumption, MMPOA will install meters for all commercial
customers within 90 days of the effective date of the Commission’s
final order in this docket. MMPOA will read the meters for the arena
and equestrian facility on a monthly basis for one year from the date of
installation. The Company will read the meter for the swimming pool
on a monthly basis from May 2007 through October 2007;

4. Staff will conduct an audit of MMPOA’s books within one year of the
implementation of the stipulated rates; and

5. MMPOA and Staff propose that the stipulated tariffs take effect on
August 15, 2006. In order to implement the tariffs on that date, the
Company agrees to read meters for residential customers no later than
August 14, 2006.

CONCLUSION

The Commission finds that the terms of the Stipulation are fair and
reasonable. Accordingly, we find that the Stipulation should be approved in its entirety.


























































