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OF OREGON

UW 118

In the Matter of

SUNRIVER WATER, LLC,

Application for a rate increase in the
amount of $501,335 or 55 percent.

)
)
)
)
)
)

ORDER

DISPOSITION: STIPULATION ADOPTED

On August 22, 2006, Sunriver Water LLC (Sunriver or Company) filed a
general rate case and proposed tariffs with an effective date of January 1, 2007. The
application requested an increase of $502,364, bringing its annual revenues from
$909,859 to $1,412,223, or an overall increase of 55 percent. The proposal would
increase rates by 79.46 percent. A current ¾ inch residential meter customer pays a base
rate of $6.45, with a commodity rate of $0.88 per 1000 gallons of water use. Under
Sunriver’s proposed rates, such a customer would pay a base rate of $11.80 and a
commodity rate of $1.18 per 1,000 gallons of water use. This rate increase would raise
the ¾ inch meter residential customer’s average monthly bill from $11.16 to $18.12.

A Public Comment Open House and Prehearing Conference were held on
October 6, 2006, in Sunriver, Oregon. Commission Staff (Staff), representatives of the
Company, and approximately 20 customers appeared. The Commission received several
letters and electronic communications from customers regarding the proposed rate
increase. No petitions to intervene were filed.

On December 8, 2006, Staff submitted a stipulation along with supporting
testimony and exhibits resolving all issues in the docket.

Based on the record in this matter, the Commission enters the following:

FINDINGS OF FACT AND CONCLUSIONS OF LAW

Sunriver Water, LLC, located in Central Oregon, is one of the largest
investor-owned water companies in Oregon. It serves approximately 4,449 customers,
including: residential, commercial, irrigation, flat rate, and private fire protection
customers, and the Crosswater Golf Course (Crosswater).

Sunriver’s application showed a test year (2005) revenue of $909,859 and
a proposed increase of $502,364, resulting in total annual revenues of $1,412,223. The
Company requested a 10 percent rate of return on a rate base of $2,695,283. Sunriver
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cited three major reasons for the proposed increase in revenue: to address water quality
and water pressure problems that occur at peak water usage (primarily by constructing a
new well, Well #14); to increase its wages and benefits to allow the Company to attract
and retain employees; and to change the fire service charges from a separate item billed
to the Homeowners Association to an embedded charge within rates, spreading the cost to
all customers receiving the service. The majority of the increase in revenue comes from
the addition of approximately $1.4 million to rate base for utility plant associated with
Well #14.

Stipulation

Staff and the Company have entered into a stipulation that resolves the
issues. The Stipulation separates Sunriver’s residential, commercial, irrigation, flat rate,
and private fire protection customers from its Crosswater Golf Course customer and
calculates a separate revenue requirement for each based on direct and allocated plant and
expenses. This separation was occasioned because of Sunriver’s decision to drill a larger
well (Well #14) for domestic use and use an existing well (Well #12) for irrigation of the
golf course. The Stipulation compensates the residential, commercial, irrigation, flat rate,
and private fire protection customers for their contributions to Well #12 by deducting
from their rate base the adjusted difference between the equipment’s original cost of
service and 2005 net book value. This reduced rate base lowers the revenue requirement
and, consequently, the rates, for these customers.

The Stipulation agrees to an overall increase in annual revenues for
residential, commercial, irrigation, flat rate, and private fire protection customers of 42.1
percent, resulting in a total revenue requirement of $1,291,279. Under the tariff sheets
filed in the Stipulation, Sunriver will have the opportunity to earn a 10 percent rate of
return on a total residential, commercial, irrigation, flat rate, and private fire protection
customers’ rate base of $2,515,916. A ¾ inch residential meter customer will pay a base
rate of $9.28, with a commodity rate of $1.05 per 1000 gallons of water use. This rate
increase would raise the ¾ inch meter residential customer’s average monthly bill from
$11.16 to $14.91.

The Stipulation agrees to an overall increase in annual revenues of 32.1
percent for Crosswater resulting in a total revenue requirement of $62,978. Sunriver will
have the opportunity to earn a 10 percent rate of return on a total Crosswater rate base of
$263,176.

Sunriver agrees to file a general rate case in three years from the date of
the final order in this case or when Sunriver’s customer base has increased to 4,700
customers, whichever comes first.

Staff and the Company believe that the Stipulation is just and reasonable
and recommend that the Commission adopt it in its entirety.














































































