UW 209 Sunstone
Water

Oregon
Public Utility
Commission




Agenda

* |Introductions

e Commission information, staff’s role, UP 439 vs. UW 209 overview
* Rate making fundamentals

* Expenses and affiliated interests

* Plant

* Rate of return

* Calculating rates, rate spread, and rate design

* Intervenor responsibilities, Protective order, Testimony, and Huddle.
* How to participate, Interested persons, Calendar, and Next steps

Oregon
* Q&A Public Utility
Commission




PUC’s Role

The Public Utility Commission (PUC)

* Ensure Oregonians have access to safe, reliable, and fairly
priced utility services.

* Protect customers of any public utility by ensuring just and
reasonable prices and practices.

* Balance the interests of consumers with the utility’s need to
maintain financial stability, including the ability to service
debt and reinvest in its infrastructure.
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PUC Regulat

Commission’s Key Regulatory Actions

* Conduct rate case proceedings
* Review and approve rates
* Regulate service quality standards
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PUC Staff’s Rol

* Conduct an independent analysis of utility’s proposed
rates.

* Evaluate whether requested rate changes are consistent
with state laws and regulations.

* Review the utility’s costs and investments to determine if
they are fair and justifiable.

* Assess customer impact and affordability to promote
equity and balance stakeholder interests.

* Review public comments and address in testimony.

* Develop recommendations for Commission
consideration. 60regon

Public Utility
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UP 439 vs U

* UP439

* Application to merge Sunstone, Salmon Valley, Lakeshore,
Seavey Loop, and South Coast water companies.

« UW 209

* Consolidation of 26 water companies into 4 rate schedules.

* Proposed increase in revenues of $1,482,941 or 51.04%.

* Primary drivers are in contract services, taxes, depreciation expense,
working capital, rate of return, and other expenses.
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Rate Ma
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Rate Making F

Components of Utility Rates:

* Expenses — The everyday
costs to run a business.

* Plant - The pipes in the ground.

e Rate of Return — The General Rate Case
company's opportunity to earn

da pmﬁt- Rate of

Return
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Rate Making

Expenses

The bills — these are the costs companies pay to run the
business. Including but not limited to:

* Wages and salaries

* Other utility bills (power, garbage, etc.)

* Printing, mailing, postage

* Contract services

* Taxes

Oregon
Public Utility
Commission



Rate Making

Expenses
* Taxes are a special part of the expense calculation.

 Companies can collect all taxes paid for services they
provide, including:

* Federal taxes, state taxes, Corporate Activity Tax, county, city,
and property taxes.
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Rate Making -

Affiliated Interests

* An affiliated interest is any company or person closely connected

to a regulated water utility that shares management, services, or
financial control.

* The Commission works to ensure any transaction or cost between
the utility and its affiliates are reasonable, at arm’s length, and no
higher than market rates. In addition, utilities must also show that
using an affiliate benefits customers.

* While affiliates can help centralize services, reduce overhead, and
lower costs, the central concern is making sure these Oregon
arrangements do not harm ratepayers. 6%“6 Utility
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Rate Making

Plant

The physical assets necessary to provide service,
Including but not limited to:

* Pipes

* Wells and pumps

* Meters

* Treatment equipment

* Vehicles

* Buildings
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Rate Making

Plant
Depreciation:
Allows utilities to recover plant costs gradually over time.

Applies to long-lived assets such as pipes, pumps, and
treatment facilities.
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Rate Making —

Plant
Example:

A new well and pumping equipment costs $1,000,000
with a 40-year life span.

Recovery in Rates:

* $1,000,000 divided by 40 = $25,000 per year or $2,083
per month.

* A system with a 1,000 customers would bill $2.08 per
month for recovery in rates, for that specific item.
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Rate Making -

Rate of Return

Water utilities raise money from two main sources:
* Debt (loans, bonds), or

* Equity (shareholder investment).

Each source has a cost:
* Cost of debt = the interest rate the utility pays.

* Cost of equity = the return shareholders require for investing
in a utility with that level of risk.

Together, these costs form the rate of return.
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Rate Making -

Rate of Return

Water utilities need money to build things like pipes, pumps,
and tanks.

Money may be obtained two ways:
* Debt (borrowed)
* Equity (investor funding)

How is Rate of Return calculated (theoretically):

“How much of the money came from loans” times the “Cost of

loans” plus “How much of the money came from investors™ x oreqon
“Cost of investors” 6Public Utily
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Rate Making -

Rate of Return
Example:
$500,000 Loan

X

4.66% interest
+

$500,000 investment from shareholders

X
9.5% Commission standard return on equity

regon

7.08% Rate of Return 60Publ'c Utility
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Rate Making

Calculating Rates
Determining how much customers are billed has two
steps:

* Rate spread

* Rate design
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Rate Making -

-

Rate spread

This is dividing the total amount of money required into different
types of charges for different types of customers.

Think of it like a pizza. The pizza is the total revenue the utility
must collect, the spread is the size of each slice, and the number
of slices are the customer groups (residents, business, irrigation,
etc.).
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Rate Making -

Rate Design

* Base/Monthly Service Charge — Flat charge paid by all
customers monthly that allows the system to be able to deliver

water.

* Commodity/Tiered* Charges — How much water is used each
month.

*The company is proposing tiered rates that charge more when you use more water.
Example: First tier 10,000 gallons = lower rate, above 10,000 gallons = higher rate. Higher
tier charges are to encourage conservation and to cover higher costs to deliver to high

; Oregon
water users. Public Utility
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Intervention

Whatis it?

1) Allows you to see all the filings in the docket, have them sent to
you — ensures that Staff will include you in any workshop
Invitations or announcements — ensures that you get updates
filed on the schedule

2) Allows you access to confidential information if you qualify,
helps ensure you are part of all processes

3) Allows you to participate in settlement negotiations

4) Allows you to file testimony, participate in hearings and oral
argument

5) Facilitates Discovery
6) In certain contested cases, intervention is required to be able to Oregon
seek judicial review. 6%“? Utility
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Intervention, C

Requesting Intervenor Status

A sample petition to intervene form may be obtained by contacting the
Administrative Hearings Division at puc.hearings@puc.oregon.gov or (503) 378-
6678. The petition to intervene must contain the following information:

(a)The petitioner’s name and contact information, including telephone
number, physical address, and electronic mail address;

(b)The name and contact information of the petitioner’s attorney or
authorized representative, including telephone number, physical address, and
electronic mail address;

(c)If the petitioner is an organization, the number of members in and the
purpose of the organization;

(d)The nature and extent of the petitioner’s interest in the proceedings;
(e)The issues petitioner intends to raise at the proceedings; and

(f)Any special knowledge or expertise of the petitioner that would assist the
Commission in resolving the issues in the proceedings.
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How to Particip

Testimony How-to

Testimony is a formal process, similar to a court case, but
filed in writing.

It should be filed in a format that asks questions and

answers for individual, specific topics and needs to be
factual.

Testimony needs to identify the parties it applies to (i.e., an
individual system, or to group as a whole).

Testimony must be filed no later than 3 pm June 17,
Testimony is subject to cross examination by the other

, 0
parties. 6@9& Utility
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How to Particip

Protective order

The protective order allows utilities to request
confidentiality In the docket for items that they would like
to ensure aren’t released. Any party who wants to have
access to all information and participate in settlement
negotiations in the rate case must sign and agree to the
terms on to the protective order.
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How to Parti

Huddle

Huddle is the online system that the parties use to transfer
iInformation related to the case through Data Requests and
Responses.
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How to Particl

Interested Person:
* Receive emails when there is activity in the docket.

* All filings from parties and communications from
AHD/Commission.

* Email puc.hearings@puc.oregon.gov and ask to be an
interested person in UW 209.

Public Utility
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How to Partici

Submit Public Comments - Public Comment Portal,
eDockets on Commission website.
(www.Oregon.gov/puc), enter docket number UW 209,
click on “Submit a Public Comment”.

By Email - puc.publiccomments@puc.oregon.gov

By Phone - 503-378-6600 or 800-522-2404. All relay
calls accepted.

By Mail - Oregon Public Utility Commission,

Attn: AHD - UW 209, PO Box 1088, Salem OR 97308- 60;195@ Sty
1088
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Procedural Schedute

Settlement Conference - Consolidation

Staff/Intervenor Opening Testimony

Company Reply Testimony

Staff/Intervenor Rebuttal and Cross-Answering Testimony
Company Surrebuttal Testimony

Cross Examination Statements and Exhibits

Evidentiary Hearing

Simultaneous Opening Briefs

Simultaneous Reply Briefs

Target Date for Commission Decision

Wednesday, May 6, 2026
Wednesday, June 17, 2026
Wednesday, July 8, 2026
Wednesday, July 22, 2026
Wednesday, July 29, 2026
Wednesday, August 5, 2026
Thursday, August 13, 2026
Thursday, September 3, 2026
Thursday, September 24, 2026
Monday, November 23, 2026
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