
ORDER NO. 06-501

ENTERED 08/28/06

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UW 116

In the Matter of

SEVENTH MOUNTAIN GOLF VILLAGE
WATER COMPANY

Request for a general rate increase in the
amount of $22,824, or 41.7 percent.

)
)
)
)
)
)
)

ORDER

DISPOSITION: STIPULATION ADOPTED; RATE INCREASE
APPROVED

Procedural History

On April 11, 2006, Seventh Mountain Golf Village Water Company
(SMGV or the Company) filed an application with the Public Utility Commission of
Oregon (Commission) requesting an increase in revenues from $54,718 to $77,542, or
41.7 percent. SMGV also requests a 9.5 percent return on a rate base of $123,257.

On May 15, 2006, the Commission entered Order No. 06-235,
suspending the Company’s tariffs for six months from the proposed effective date
pending investigation.

On June 6, 2006, the Commission held an open house and prehearing
conference at the Helm Center in Bend, Oregon. A procedural schedule was adopted at
the prehearing conference. The intervenors in this case are Thomas J. Clifford, Robert J.
Selder, Leo Mottau, and Charles Heinrich. All of the intervenors are members of the
local homeowners association water committee.

On July 5, 2006, a settlement conference was held in Bend, Oregon, in
accordance with the procedural schedule.
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Background

a. SMGV’s Water System. SMGV is an investor-owned water utility
located in the vicinity of Bend, Oregon. The water system consists of one well; a
250,000-gallon, two-chambered storage reservoir; pump station; various pumps; and
distribution pipe lines. The water system currently serves 165 residential customers and
two commercial customers. SMGV’s two commercial customers are the Club House and
Pool area associated with Widgi Creek Golf Course (Widgi Creek). Until recently, the
Company provided irrigation water to Widgi Creek Golf Course; however, due to the
transfer of land and water rights associated with the land, Widgi Creek is no longer a
customer of SMGV.

b. SMGV and Widgi Creek. Widgi Creek was previously partly owned
by the owner of SMGV. However, in 2004, Widgi Creek filed for Chapter 7 Bankruptcy,
and went into Receivership in March 2004. Widgi Creek was auctioned in December
2004 and purchased by a third party not affiliated with SMGV.

In 2005, Widgi Creek ascertained that it owned the irrigation, commercial,
and pond water provided by SMGV. As a result, Widgi Creek notified SMGV that it
would no longer pay for water that it owns. SMGV and Widgi Creek subsequently
entered into a Reciprocal Easement Agreement (Agreement) allowing SMGV to draw
all of its water for its operation from the well located on Widgi Creek’s property. As part
of the Agreement, Widgi Creek allows SMGV a permanent, non-exclusive easement to
access, maintain, repair, replace, and use the water pump, well, and cisterns located on
Widgi Creek property. The Agreement states that SMGV will maintain ownership of the
electrical pump located in the well. Widgi Creek does not charge SMGV for use of the
easement.

The Agreement further provides Widgi Creek with a permanent, non-
exclusive easement to access, maintain, repair, replace, and use irrigation equipment
owned by Widgi Creek and located on SMGV property. SMGV agrees not to charge
Widgi Creek for use of the easement, and Widgi Creek agrees to continue paying its
prorata share of utility operations and maintenance expenses applicable to the delivery
of water so long as the delivery facilities are located on SMGV property. Also, Widgi
Creek will continue to pay the commercial water rate for water delivered by SMGV’s
distribution system to Widgi Creek’s Club House and Pool area.

Stipulation

On August 16, 2006, SMGV, Intervenors, and the Staff of the
Commission (hereafter, the Parties) filed a Stipulation to resolve all outstanding issues
in this proceeding. The parties agree to a total Revenue Requirement of $46,160, total
Revenue Reductions of $8,558, and a Net Operating Income of $6,698. The Parties also
agree that the Company will have the opportunity to earn a 9.5 percent rate of return on
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a total rate base of $70,506. The stipulated Revenue Requirement is contained in
Attachment A. Attachment B of the Stipulation contains SMGV’s tariff sheets - PUC
Oregon No. 2, Original Sheet Nos. 1 through 20 - listing the Company’s rates, rules, and
regulations.

In the Stipulation, the Parties propose that residential rates will be set at
a flat rate of $21.14 per month. The following table compares current, proposed, and
stipulated residential rates:

Residential Rate Design
Current

Rates
SMGV

Proposed Rates Stipulated Rates

Flat $16.00 $38.22 $21.14

The Parties to the Stipulation further propose that commercial rates be set
at a flat rate of $173 per month. The following table compares current, proposed, and
stipulated commercial rates.

Commercial Rate Design
Current

Rates
SMGV

Proposed Rates Stipulated Rates

Flat $130.17 $193.85 $173.00

As part of the Stipulation, SMGV agrees to:

• Work with the other stipulating Parties to develop a plan for the
Company to assume ownership of all meters prior to meters being
included in rate base. This plan will include a method to purchase
meters from homeowners and contain a proper accounting of all
meters demonstrating that the Company has ownership of all meters.

• Perform all Cistern repairs. The Company will properly and
promptly inform Staff and customers of the status of any repairs
to the Cisterns that may result in water outages.

Prior to SMGV’s next rate application, the Company also agrees to work
with the other parties to the Stipulation to resolve the following issues:

• The correct property tax allocation between SMGV and Widgi Creek
Golf Course (Widgi Creek) in order to ensure customers are not
paying property taxes for equipment that Widgi Creek owns.

• The proper methodology for allocating power costs to ensure a fair
allocation between SMGV and Widgi Creek.
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• The proper methodology for allocating plant costs concerning the
well pumps and turbine meter to ensure a fair allocation between
SMGV and Widgi Creek.

• The proper timing and method to determine categorizing future
landscape plant costs and operating expenses. The agreement
concerning landscape issues will include a determination if these
costs are Company Plant and expenses, or if SMGV’s affiliate,
Braber Properties LLC, assumes the costs and charges the Company
for the annual maintenance cost and return on the improvement.

• The proper allocation of the back-up well pump once metering of
usage by residential/commercial customers and Widgi Creek is
completed. The Parties agree that the back-up pump for the well
will be placed in rate base (Materials and Supplies) at 50 percent of
estimated costs.

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.

ORDER

IT IS ORDERED that:

1. The Stipulation attached to this order as Appendix A is adopted.
Seventh Mountain Golf Village Water Company is authorized to
decrease revenues by $8,558, or 15.64 percent, resulting in total
annual revenues of $46,160.

2. Seventh Mountain Golf Village Water Company shall charge rates
in accordance with the rate schedules set forth in Appendix A,
Attachment B, of this Order.

3. The revised tariff schedules set forth in the Stipulation shall become
effective October 1, 2006.


































































