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Q. Please state your name and business address for
the record.

A. My name is Michael Fuss. My business address
is 472 West Washington Stfeet, Boise, Idaho.

Q. By whom are you employed and in what capacity?

A. I am employed by the .Idaho Public Utilities

Commission as a Staff engineer.

Q. What is your educational and professional
background?
A. I have a Bachelor of Science Degree in Civil

Engineering from Washington State University and a Master
of Business Administration Degree from Boise State
University. I am a licensed Civil Engineer in the states
of Idaho, Oregon, and Washington. I am a past.president
of the Southern Idaho Section of the American Society of
Civil Engineers and have been a membef of wvarious
professional affiliations and service organizations.

I have over 14 years of Civil Engineering
Experience in Municipal, Utility, and Development Civil
Engineering and consulting.

While at the Idaho Public Utilities Commission,
I have attended the National Association of Regulatory
Utility Commissioners (NARUC) Basic Training Program at
New Mexico State University and the Northwest Public

Power Association’s course on Unbundled Cost of Service &

PTE-W-03-1 : FUSS, M (D1i)
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Rate Design.

Q. What is the purpose of your testimony in this
proceeding?
A. The purpose of my testimony is to outline

Ponderosa Terrace Estates (PTE) Water System, Inc.’s
(Ponderosa; Company) current failure to comply with Idaho
Public Utility Commission (Commission) Orders and to show

a history of Ponderosa’s disregard for the Commission’s

authority.
Q. Would you please summarize your testimony?
A. Certainly. My testimony provides a factual

record that shows Ponderosa Terrace Estates Water System,
Inc. is currently in violation of Commission Orders. My
testimony also documents the Company’s history of non-
compliance and disregard for the Commission’s authority.
Taking this into consideration, I recommend that the
Commission reqguire Ponderésa to comply with previous
Commission Orders and follow proper rules of prqcedure
for regulated water companies.

If Ponderosa continues to act contrary to
Commission Orders and/or fails to appear at the Show
Cause hearing, I further recommend that the Commission
consider exercising the civil and criminal remedies
available through the judicial system. This may include:

1) seeking a civil penalty of $2,000 per day for each day

PTE-W-03-1 FUsSs, M (Di)
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the utility has failed to comply with Commission Orders
pursuant to Idaho Code §§ 61-706 and 61-707; 2)
petitioning the 1°° Judicial District for an injunction
prohibiting Ponderosa from charging rates different than
those ordered by the Commission; 3) requesting the court
place the Company in receivership; or 4) filing criminal
misdemeanor charges under Idaho Code §§ 61-708 and 61-709
for failure to comply with a Commission Order.

Q. Please describe Ponderosa Terrace Estates Water
System, Inc.

A. PTE Water System, Inc. operates a small water
system that serves approximately 80 lots or parcels of
property primarily within the Ponderosa Terrace Estates
Subdivision south of Sandpoint and east of the community
of Sagle in Bonner County, Idaho. The Company delivers
water through a looped unmetered system from two supply
wellé that produce a combined capacity of 25 gallons per
minute. Robaer Cbbott and his wife, Zaderea Raphael, own
Ponderosa including its piping, wellé and 10,000 gallons

of storage.

Q. How did Ponderosa come to be regulated by the
Commission?
A. The Commission received several complaints from

Ponderosa customers who received a May 30, 2001 letter

from the Company announcing a significant rate increase.

PTE-W-03-1 , FUSS, M (D1i)
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On July 31, 2001, the Commission found it reasonable to
conduct an investigation to determine whether Ponderocsa
Terrace Estates Water System, Inc. was a water
corporation as defined by Idaho Code §§ 61-124 and
61-125.- Order No. 28803 (Exhibit No. 1).

Oon Sepﬁember 13, 2001, the Idaho Public
Utilitiés Commission issued Order No. 28845 (Exhibit No.
2) in which it found that Ponderosa was operating in such
a manner as to fall within the Commission’s jurisdiction.
Reference Idaho Code §§ 61-124—Water Systems; 61-125—
Water Corporation and 61-129—Public Utility. The
Commission also found that the Company’s cﬁstomers had no
say regarding the operation and management of the Company
or the prices it charged for water and related services.
Consequently, the Commission ordered Ponderosa to file an
Application for a Certificate of Public Convenience and
Necessity and propose rate schedules with supporting
documentation.

Q. How did the Commission set Ponderosa’s initial
rates for service?

A. When the Company did not file the required rate
schedules or otherwise respond to Order No. 28845
(Exhibit No. 2), on November 28, 2001 the Commission
estéblished a $20 per month flat-rate charge fér

residential customer water usage effective December 1,

PTE-W-03-1 FUSS, M (D1)
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2001 in Order No. 28903 (Exhibit No. 3). Reference Idaho
Code §§ 61-501; 61-502; 61-503. This $20 per month rate
comported with the state average flat rate for regulated
water companies. The Company was further prohibited from
assessing any other fees or charges without first
providing justification for such charges/fges and
obtaining Commission-approved tariffs.

Q. Did Ponderosa have an opportunity'to respond to
the $20 per month rate set in Order No. 28903 (Exhibit
No. 3)?

A. Yes. On December 6, 2001, the Commission set a
December 17, 2001 Show Cause hearing date in Sandpoint,
Idaho to provide the Company and Robaer Cobott the
opportunity to show cause why: 1) the $20 per month
flat-rate residential water rate charge established in
Order No. 28903 (Exhibit No. 3) was not reasonable and
should not continue, and 2) why the Company should not be
required to refund/credit customers thé difference
billed/received since the date of Commission Order No.
28845 (Exhibit No. 2). Order No. 28911 (Exhibit No. 4).

Despite mailing the Commission Notices and
Orders to the Company’s registered office as reflected in
its corporate filing with the Idaho Secretary of State,
the Commission found that Robaer Cobott may have been

out-of-state and personally unaware of the scheduled

PTE-W-03-1 FUSS, M (Di)
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hearing. The Commission issued Order No. 28917 (Exhibit
No. 5) on December 14, 2001 to vacate the previously

scheduled December 17, 2001 show cause hearing.

Q. When did Ponderosa next communicate with the
Commission?
A. After months of no communication from

Ponderosa, the Commission received a letter from
Ponderosa dated May 6, 2002, that stated “Ponderosa
Terrace Estates Water System Inc. is going to have to go
out of business because of the water rates imposed on
this company by idaho Public Utilities Commission.”
(Exhibit No. 6). The Commission had also received
communications from several customers that were concerned
that the Company was not billing them. The customers
indicated that they would not make payments unless they
receive a bill. Staff verified in a telephone
conversation with Mr. Cobott that Ponderosa had not, and
would not, mail bills to customers with the $20 per month
charge approved by the Commission. Mr. Cobott indicated
that he did not agree with that rate'énd would not send a
bill that made it appear as if he accepted the
Commission’s authorized rates.

Q. How did the Commission respond to the May 6,

2002 letter from Ponderosa (Exhibit No. 6)°?

A. Staff filed a Decision Memorandum on May 10,
PTE-W-03-1 FUSS, M (Di)
04/01/03 STAFF
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2002 that outlined the Company’s financial situation and
recommended a rate increase. The Commission issued Order
No. 29024 on May 14, 2002 that solicited written comments
and gave notice of the proposed increase in rates
(Exhibit No. 7).

After reviewing customer comments and
additional analysis, the Commission issued Order No.
29046 (Exhibit No. 8) on June 6, 2002 that scheduled both
a Public Hearing and Technical Hearing for June 20, 2002.
The Order also provided an additional opportunity for
parties to intervene, and extended the public comment
deadline.

Q. Did the Commission increase Ponderosa’s rates
as was proposed in its Notice?

A. Yes. Based on the hearing testimony and
evidence in the record, the Commission established an
annual revenue requirement for Ponderosa Terrace Estates
Water System in the amount of $26,604 on August é, 2002.
Order No. 29086 (Exhibit No. 9). To collect this amount,
the Commission authorized Ponderosa to collect monthly
rates in the amount of $48 for Full-Time and Part-Time
customers and $25 for Active Service customers.

Customers that do not have above ground access to water

were not to be charged for service.

Q. Was Orxrder No. 29086 (Exhibit No. 9) the last
PTE-W-03-1 FUSS, M (Di) 7
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Commission Order to address Ponderosa’s Rates?

A. No. On September 25, 2002, the Commission
denied a Petition for Reconsiderationrfiled by Mr. Lyle
Peterson and the Cross-Petition filed by Ponderosa in
Order No. 29123 (Exhibit No. 10). The Order also
required that PTE Water and Commission Staff to submit a
report to the Commission no later than November 25,’2002,

detailing changes to the number of customers in each

class and the impact these changes would have on

Ponderosa’s revenues.

Q. Has the Commission further clarified Orxrder No.
29086 (Exhibit No. 9)°?

A. Yes. In response to concerns about seasonal
disconnection and after Staff filed the required report,
the Commission clarified Order No. 29086 (Exhibit No. 9)
on December 20, 2002. This order authorized Ponderosa to
involuntarily move a customer to the Inactive Service
customer class if the customer remained disconnected from
the system for longer than eight full months. Order No.
29172 (Exhibit No. 11). If the customer later sought to
resume service after the eight honths had passed, the
Commission directed Ponderosa to retain the following
information to justify imposition of a $2,500 hook-ub
fee: 1) its customer payment and disconnection records,

and 2) proof that notice of Ponderosa’s intent to move

PTE-W-03-1 FUSS, M (Di) 8
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the customer to Inactive Service and require a $2,500
hook-up fee upon reconnection was sent via certified
mail. Id.

Q. Did Ponderosa give any indication that it did
not intend to comply with Commission Orders?

A. Yes, several customers sent Staff a copy of a
Company letter dated January 2, 2003. The letter
(Exhibit No. 12) advised customers that the “Ponderosa
Terrace Estates Water System Inc. is no longer going to
be involved with the Idaho Public Utilities Commission.”
Mr. Robaer Cobott, Ponderosa’s owner and author of the
letter, noted that “since P.U.C. has been involved in my
water system I have lost many customers” who have drilled
wells or withdrawn from the system. He further informed
customers that this had reduced Ponderosa’s annual
revenues by $9,200 from the $26,600 Commission-authorized
revenue requirement. As a result of Order No. 29172
(Exhibit No. 11) issued in December 2002, Ponderosa
asserted that the Commission’s decision to allow Part-
Time and Active Service customers to pay for just a four-
month minimum of water reduced the Company’s revenue by
$6,400. Consequently, the Company’s annual revenues were
less than $10,000.

Mr. Cobott wrote, “this water system cannot

.operate under the current condition that P.U.C. is trying

PTE-W-03-1 FUSS, M (D1)
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to impose” and that he was going to try to save the water
company for those customers needing service. Effective
January 1, 2003, Mr. Cobott informed customers that only
two customer classes - Resident and Non-Resident - would
exist, as he had “before the P.U.C. got involved.” Under
his plan, Residents (a customer “who lives on his
property all year”) pay $48 per month and Non-Residents
(“part-time use or no use at all”) pay $25 per month.
Ponderosa further allowed customers that were not
currently making monthly water payments 30 days from the
date of the letter to decide whether to be part of the

system or “be withdrawn from any future use from this

system.”

Q.» How do these statements differ from Commission
Orders?

A. Although this rate stfucture is simiiar to the

one approved by Commission Order No. 29086 (ExhibitiNo.

9) issued in August 2002, Mr. Cobott’s statements deviate
from the Commission’s'seasonal disconnection directives
in Order No. 29172 (Exhibit No. 11). The letter |
threatens customers that “if you do not pay a monthly
charge to help maintain this system then you will not be
able to hookup to the system in the future.” Thus, Non-
Residents must pay a monthly charge year-round of $25 per

lot to keep water service. The statements also deviate

PTE-W-03-1 FUSS, M  (Di)
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from Order No. 29086 (Exhibit No. 9) by requiring payment
from customers that do not have above ground access to
water.

Q. Did the Company take any of the actions
described in the January 2, 2003 letter (Exhibit No. 12)?

A. Yes, 1in early February Staff received a copy of
a customer bill (Exhibit No. 13) in which Ponderosa
charged a customer that had seasonally disconnected two
Non—Resident lots last fall for water.service purportedly
rendered the month of January 2003. The customer paid
Company employee Larry Fairfax $50 “upfront” to shut off
the valves to these lots several months ago. Because the
customer was seasonally disconnected and did not request
water.service during the month of January, the amount
charged was contrary to Order No. 29172 (Exhibit No. 11).
The customer told Staff that he intended to pay the bill
but he expected the Commission to return the payment to
him if the billing was improper.

Q. Has the Commission Staff tried to addréss the
issue with the Company by means other than this Show'Cause
hearing? |

A. Yes, after reéeiving calls from customers and a
copy of the letter described above, Staff sent a letter

(Exhibit No. 14) to Mr. Cobott on January 23, 2003.

Although noting that some of the statements in the

PTE-W-03-1 FUSS, M (D1i)
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Company’s January 2003 letter (Exhibit No. 12) were
contrary to the Commission’s Orders, Staff indicated that
Ponderosa’s rate alternative may have some merit given
the Company’s current financial situation. Staff
requested Mr. Cobott’s assistance in gathering specific
information that Staff could use to file an updated
report with the Commission. This report would examine
the Company’s financial status and defermine if it had
deteriorated since Octoberb2002. The report would also
evaluate whether Pondercsa’s rate proposal might improve
the Company’s financial status. Staff requested that Mr.
Cobott provide the requested information no later than
February 18, 2003.

Q. Did Mr. Cobott reply to Staff’s letter?

A. No, although Staff emphasized that continued
communication with the Commission was the best approach
for Mr. Cobott and his customers, as of March 31, 2003,
Mr. Cobott has not responded to Staff’s letter and
information request.

Q. Has Mr. Cobott sent other letters in the past
that indicated unwillingness to operate as a regulated
water company?

A. Yes. On December 30, 2001 Mr. Cobott sent a

letter to landowners served by the Company stating that he

planned to convert Ponderosa from a privately owned water

PTE-W-03-1 FUsSS, M (D1)
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system to a water system association that would be owned
and operated by the landowners (Exhibit No. 15). While
Staff believes an association is an acceptable method of
water system ownership, Staff»was unaware of any customers
that desired to become members of the association either
before or after the letter was sent. The association
appeared to'be offered only as a way to avoid regulation.

On May 1, 2002, Mr. Cobott sent another letter
to landowners served by the PTE Water System (Exhibit No.
16), which is not to be confused with the previously
referenced May 6, 2002 letter (Exhibit No. 6) sent to the
Commission. The May 1°" letter (Exhibit No. 16) indicated
his frustration with the Public Utilities Commission and
further stated ”“Ponderosa Terrace Estates Water System
Inc., a public water system, will discontinue doing
business as a public water system on May 5, 2002.” He
noted that revenues received by Ponderosa were down 90%
under the jurisdiction of the PUC. He then stated, “I am
going to start a privately owned water system on May 10,
2002. This water system will be called Ponderosa Terrace
Estates Privately Owned Water System Inc.”

In a letter dated May 4, 2002 (Exhibit No. 17),
Mr. Cobott also informed customers of the cost to
purchase a share of the propoéed privately-held water

system, as well as some proposed rates for water service.

PTE-W-03-1 FUSS, M (D1)
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The letter also included an application form for the
landowner to purchase a share of the water system. Mr.
Cobott proposed that ownership of the privately-held
water company would be comprised of 300 shares for Robaer
Cobott and his wife, Zaderea Raphael, and a maximum of
100 shares for the remaining landowners.

Q. How did the Commission reacted to these

letters?
A. On January 4, 2002, Scott D. Woodbury, Deputy

Attorney General for the State of Idaho, sent Mr. Cobott a

letter (Exhibit No. 18) notifying him that the Ordexs of
the Commission - inclqding those approving fates - are law
until changed by the Commiésion through subsequent
Commission Orders. -Mr. Woodbury’s letter further stated
that his continued failure to comply with Commission
Orders would result in a complaint being filed against him
in District Court. As set forth in Chapter 7, Title 61 of
the Idaho Code, each separate failure to comply with
Commission Orders, requirements and directives 1is subject
to a civil penalty of not more than $2,000. Idaho Code

§ 61-706. Every violation is a separate and distinct
offense, and in the case of a continuing violation each
day’s continuance thereof shall be deemed a separate and
distinct offense. Idaho Code § 61-707. Every officer,

agent or employee of any public utility who fails to ocbey,

PTE-W-03-1 FUSS, M (D1i)
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observe or comply with any Commission order, decision,
rule, direction, demand or requirement or any part or
provision thereof, may be guilty of a misdemeanor
punishable by a fine not exceeding $1,000 or by
imprisonment in a county jail not exceeding one year, oxr
by both such fine and imprisonment. Idaho Code § 61-709.

The Commission had no need to act on the May 1%
(Exhibit No. 16) and May 4Ui(Exhibit No. 17) letters sent
to customers because it initiated a formal rate
proceeding upon receipt of the previously mentioned
May 6™ (Exhibit No. 6) letter.

Q. Are you confident that the Company is aware of
the Commission’s Rules and Orders?

AL Yes. The Company indicated that it was aware
of Commission Orders when it filed a cross-petition on
reconsideration of Order No. 29086 (Exhibit No. 9).
Moreovef, the Company’s January 2003 letter (Exhibit No.
12) clearly addressed the seasonal disconnection issue
addressed in Order No 29172 (Exhibit No. 11).

Even though the Company had been provided with
the documents previously, on May 30, 2002 Staff provided
additional copies of the Utility Customer Relation Rules,
the Customer Information Rules, the Policies for Small
Water Companies, the Rules of Procedure, and all Orders

and correspondence in the case up to that point (Exhibit

PTE-W-03-1 : _ FUSS, M (Di)
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No. 19). Staff also sent the Company copies of
approximately 20 regulated water company annual reports
and the Commission’s, 2001 Annual report (Exhibit No.
20). Mr. Cobott further acknowledged receipt of these
documents under ocath at the technical hearing held on
June 20, 2002. Tr. 171-182 at 180 (Exhibit No. 21).
Therefore, I am confident that the Company is aware of
Commission’s Rules and Orders.

Q. How does Staff recommend this show cause
proceeding be resolved?

A. Staff has attempted to work with Ponderosa to
address -the Company’s concerns about the seasonal
disconnection rates set forth in Order No. 29172 (Exhibit
No. 11) to no avail. The Company is non-responsive to
Staff inquiries and Customers are uncertain whether they
should pay the amounts billed"by Ponderosa or the amounts
authorized by Commission Order.

Staff recommends that the Commission require
Ponderosa to comply with Commission Orders and to follow
the procedural rules required of regulated water
companies. If Ponderosa pre-files testimony that clearly
outlines its concerns and justifies a rate proposal,
Staff recommends the Hearing Examiner consider
Ponderosa’s rate proposal and Staff’s rebuttal testimony

at the Show Cause hearing.

PTE-W-03-1 FUSS, M (Di)
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If Ponderosa continues to act contrary to
Commission Orders and/or fails to appear at the Show
Cause hearing, Staff recommends that the Commission
consider exercising the civil and criminal remedies

available through the judicial system. This may include:

1) seeking a civil penalty of $2,000 per day for each day

the utility has failed to comply with Commission Orders
pursuant to Idaho Code §§ 61-706 and 61-707; 2)
petitioning the 1%¢ Judicial District for an injunction
prohibiting Ponderosa from charging rates different than
those ordered by the Commission; 3) requesting the court
place the Company in receiveréhip; or 4) fiiing criminal
misdemeanor charges under Idaho Code §§ 61-708 and 61-709
for failure to comply with a Commission Order.

Q. Does this conclude your direct testimony in

this proceeding?

A. Yes, it does.
PTE-W-03-1 FUSS, M (D1i)
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Office of the Secretary
' Service Date
July 31, 2001

BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE INVESTIGATION
INTO WHETHER PONDEROSA TERRACE
ESTATES WATER SYSTEM, INC. IS A
PUBLIC UTILITY SUBJECT TO REGULA-
TION BY THE IDAHO PUBILC UTILITIES
COMMISSION.

CASE NO. GNR-W-01-01

NOTICE OF INVESTIGATION_

ORDER NO. 28803

The Idaho Public Utilities Commission (Commission) has received several
complaints in response to a May 30, 2001 letter announcing a significant increase in rates by
Ponderosa Terrace Estates Water System, Inc. (Ponderosa; Company). Ponderosa operates a
water system located south of Sandpoint and east of the community of Sagle in Bdnner County.
There are approximately 20 full-time residences connected to the system and a total of
approximately 90 properties within the area served by the water system. This system has been in
place since approximately 1969. The current owner is Robaer Cobott. |

Ponderosa Terrace Estates Water System, Inc. is an Idaho for profit corpbration
located at 2626 Wrenco Loop Road, Sandpoint, Idaho 83864 (telephone (208) 263-2720).

Initial inquiry leads Commission Staff to conciude that the Company’s customers
have no say regarding operation and management of the Company or the prices it charges for
water. The Commission notes that Ponderosa Terrace Estates Water System, Inc. does not
possess a Certificate of Public Convenience and Necessity to provide water service and operate
as a public utility. Reference Idaho Code §§ 61-526,_ -527, -528. We find it reasonable to
conduct an investigation pursuant to our statutory authority and jurisdiction under Title 61 of the
Idaho Code, commonly known as Public Utilities Law; specifically Jdaho Code §§ 61-612 and
61-501. The purpose of our investigation is to determine whether Ponderosa Terrace Estates
Water System, Inc. is a water corporation as defined by Jdaho Code §§ 61-124 and 61-125: |

61-124 Water System—the term “water system” when used in this act
includes all reservoirs, tunnels, shafts, dams, dikes, headgates, pipes,
flumes, canals, structures and appliances, and all other real estate, fixtures
and personal property, owned, controlled, operated, or- managed in
connection . with or to facilitate the diversion, development, storage,

Exhibit No. 1
NOTICE OF INVESTIGATION Case No. PTE-W-03-1

ORDER NO. 28803 1 M. Fuss, Staff
. 4/1/03 Page 1 of4



supply, distribution, sale, furnishing, carriage, apportionment or
measurement of water for power, irrigation, reclamation or
manufacturing, or for municipal, domestic or othér beneficial use for
hire....

61-125 Water Corporation—the term “water’ corporation” when used in
this act includes every corporation or person, their lessees, trustees,
receivers or trustees, appointed by any court whatsoever, owning,
controlling, operating or managing any water system for compensation
within this state. '

and a public utility as defined by Jdaho Code § 61-129:

61-129 Public Utility—the term “public utility” when used in this act
includes every common carrier, pipeline corporation, gas corporation,
electrical corporation, telephone corporation, water corporation, and
wharfinger, as those terms are defined in this chapter and each thereof is
hereby declared to be a public utility and to be subject to the jurisdiction,
control, and regulation of the Commission and to the provisions of this
act: provided, that the term “public utility” as used in this act shall cover
cases both where the service is performed and a commodity delivered
directly to the public or some portion thereof, and where the service is
performed or the commodity delivered to any corporation or corporations,
Or any person or persons, who in turn, either directly or indirectly or
mediately or immediately, performs the services or delivers such
commodity to or for the public or some portion thereof.

In particular, this investigation will seek to establish answers to the following questions:
.l. Whether Ponderosa Terrace Estates Water System, Inc. is a public utility and is
- engaged in selling water for compensation without haviﬁg» a Certificate of Convenience and
Necessity from the Public Utilities Commission? Reference Idako Code §§ 61-526, -527, -528,
LC. § 61-125. | | |

2. Whether Ponderosa Terrace Estates Water System, Inc. is demanding unjust or
unreasonable charges for its water service? Reference Idaho Code 61-301.

3. Whether Ponderosa Terrace Estates Water System, Inc. furnishes, provides and
maintains service, instrumentalities, equipment and facilities as shall promote the safety and
health of its patrons, employees and the public and as shall be in all respects adequate, efficient,
Just and reasonable? Reference Idaho Code 61-302.

' Exhibit No. 1
NOTICE OF INVESTIGATION Case No. PTE-W-03-1

ORDER NO. 28803 2 M. Fuss, Staff
: 4/1/03 Page2of4



4. Whether Ponderosa Terrace Estates Water System, Inc. has failed to file with the
Commission tariff schedules showing all rates, charges and classifications collected or in force,
or to be collected or in force, together with all rules, regulanons contracts, privileges and

facilities which in any manner reflect or relate to rates, classifications .or service? Reference
Idaho Code § 61-305.

We direct the Company to address these questions by formal written answer in this case on or
prior to Wednesday, August 15, 2001. If the Company answers (1) and (4) in the afﬁrmatlve,
or if our investigation reveals such, we will direct the Company to file for a Certificate of Public
Convenience and Necessity (Reference IDAPA 31.01.01.111 Application for Certificates—Form
and Contents) and will conduct an investigation into the adequacy of its service and the justness
and reasonableness of its rates.
ORDER

In consideration of the foregoing, IT IS HEREBY ORDERED that Ponderosa Terrace
Estates Water System, Inc. respond to the foregoing questions regarding compliance with Title
61 of the Idaho Code on or prior to August 15, 2001.

The Company is Further Ordered and directed to cooperate with the Commission
Staff’s investigation of this matter. Commission Staff is directed to issue production requests,
written 1nterrogator1es or other forms of dlscovery as well as pursue its statutory right to examine
and audit the records of Ponderosa Terrace Estates Water System, Inc. as they relate or pertain to -

the sale of water.

. ' . Exhibit No. 1
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DONE by Order of the Idaho Public Utilities Commission at Boise, Idaho this

3 [ day of July 2001.
PAUL KJELLANDER, PRESIDENT
MARSHA H. SMITH, COMMISSIONER
N, COMMISSIONER
ATTEST:

| Aw\ S} ///}m«fj

Jeéﬁ D. Jewef
Commission Secretary

vId/O:GNR-W-01-01_sw

‘ ' ' Exhibit No. 1
NOTICE OF INVESTIGATION Case No. PTE-W-03-1

~  ORDER NO. 28803 4 M. Fuss, Staff
s 4/1/03 Page 4 of 4



Oftice or the Secretary
Service Date
September 13, 2001

BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE INVESTIGATION )
INTO WHETHER PONDEROSA TERRACE ) CASE NO. GNR-W-01-1
ESTATES WATER SYSTEM, INC. IS A )
PUBLIC UTILITY SUBJECT TO REGULA- )
TION BY THE IDAHO PUBLIC UTILITIES )

)

COMMISSION. ' ORDER NO. 28845

The Idaho Public Utilities Commission (Comnnssmn) recelved several complaints
from customers in response to a May 30, 2001 letter announcing a significant increase in rates
and charges by Ponderosa Terrace Estates Water System, Inc. (Ponderosa; Company).
Ponderosa is an Idaho for-profit corporation located at 2626 Wrenco Loop Road, Sandpomt ,
Idaho 83864 (Telephone (208) 263- -2720).

Ponderosa operates a water system located south of Sandpoint and east of the
community of Sagle in Bonner County. There are approximately 20 full-time residences
connected to the system and a total of approximately 90 properties within the area served by the |
water system. This system has been in place since approximately 1969. The current owner is
Robaer Cobott.

Following initial inquiry into this matter the Commission Staff concluded that the
Company’s customers have no say regarding operation and management of the Company or the
prices it charges for water. On July 31, 2001, the Commission issued a Notice of Investlgatlon in
Case No. GNR-W-01-01. In our Notice, we made the following ﬁndmgs

* Ponderosa Terrace Estates Water System, Inc. does not possess a Certificate of

Public Convenience and Necessity to provide water service and operate as a public utility.
Reference Idaho Code §§ 61-526, -527, -528.

e We'find it reasonable to-conduct an investigation pursuant to our statutory
authority and jurisdiction under Title 61 of the Idaho Code, commonly known as public
utilities law, specifically Jdaho Code §§ 61-612 and 61-501.

* The purpose of our investigation is to determine whether Ponderosa Terrace
Estates Water System, Inc. is a water corporation as defined by Idaho Code §§ 61-124 and
61-125 and a public utility as defined by Idaho Code § 61-129.

: Exhibit No. 2
. ' -+ Case No. PTE-W-03-1
- ORDER NO. 28845 1 : M. Fuss, Staff
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* In particular, we noted that our investigation would seek to establish answers to

the following questions:

1. Whether Ponderosa Terrace Estafes Water System, Inc. is a public utility and is
engaged in selling water for compensation without having a Certificate of Public
Convenience and Necessity from the Public Utilities Commission? Reference
Idaho Code §§ 61-125, -526, -527, -528.

2. Whether Ponderoéa Terrace Estates Water System, Inc. is demanding unjust or
unreasonable charges for its water service? Reference /dako Code § 61-301.

3. Whether Ponderosa Terrace Estates Water System, Inc. furnishes, provides and
maintains service, instrumentalities, equipment and facilities as shall promote the
safety and health of its patrons employees and the public and shall be in all
respects adequate, efficient, just and reasonable? Reference Jdaho Code §61-
302.

4. Whether Ponderosa Terrace Estates Water System, Inc. has failed to file with the
Commission tariff schedules showing all rates, charges and classifications
collected or in force, or to be collected or in force, together with all rules,
regulations, contracts, privileges and facilities which in any manner reflect or

relate to rates, classifications or sefvice? Reference Idaho Code § 61-395.

The Comnnssxon directed the Company to address the questions posed by formal written answer
prior to Wednesday, August 15, 2001. Pursuant to direction, the Commission received a letter
response from Mr. Robaer Cobott, president of PTE Water System Inc. Mr. Cobott responded
to the Commission’s questions as follows:
Question 1 ' v

Ponderosa Terrace Estates Water System is engaged in selling water for |
compensation and I don’t think there ever was a Certificate of Convenience ever issued. Until I-
got the call from the Idaho Public Utilities Commission during July 2001, I had never heard of
this Commission. This water system has been operating since 1969 (32 years). All of my
contacts have been with DEQ in Coeur d’Alehe. DEQ has controlled and instructed all parts of

this water system. DEQ never once mentioned that there was a Idaho Public Utilities

Exhibit No. 2
’ Case No. PTE-W-03-1
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Commission. I asked DEQ many times about the rate increase and for their help. Again, they
never mentioned the Commission.
Question 2 _

I was told by DEQ that I had the right to increase the rates to get back the monjes
spent to bring the system up to the new standards enforced by DEQ. They told me that it was up
to me what I charge.

Question 3

The system has operated and maintained under the watchful eyes of DEQ.
Question 4 '

Ponderosa Terrace Estates Water System, Inc. has failed to file with the Commission
tariff schedules because until July 2001 it knew nothing of this Commission.

COMMISSION FINDINGS

The Commission has reviewed the filings of record in Case No. GNR;W-OI-OI

including the Company’s response to the questions posed by the Commission in the Company’s
-Notice of Investigation. Based on the ‘Compan}./’s response, we find that Ponderosa is operating
in such manner as to fall within this Commission’s Jurisdiction. Reference Idaho Code §§ 61-
124—Water Systems; 61-125—Water Corporation and 61-129—Public Utility. Of significance,
we find that the Company’s customers have no say regérding the operation and management of
the Company or the prices it charges for water and related services.

Although DEQ may have been providing the Company with some informal guidance
through the 32 years of its operation, we must note that this Commission is the State agency with
statutory jurisdiction over the Company’s water service, rates and charges. _

Based on the filed responses of Ponderosa Terrace Estates Water System, Inc., this
Commission finds it reasonable to direct the Company to file for a Certificate of Public
Convenience and Necessity. Reference Idaho Code § 61-526; IDAPA 31.01.01.111. Along with
its Certlﬁcate Application, the Company is also dlrected to file proposed tariffs for customer
rates and -charges with supporting documentation justifying the reasonableness of said rates and
charges. |

We further find it reasonable that Ponderosa Terrace Estates Water System, Inc. be

required to adopt and implement the Commission’s Consumer Relations Rules, the

. Exhibit No. 2
| Case No. PTE-W-03-1
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Commission’s Utility Customer Iﬁformation Rules, and an accounting system consistent with the
information required by the Commission’s annual report for small water companies.

There is some indication, as reflected In a customer letter received by the
Commission that the Company’s present water system, even with recent capital investment, is
inadequate to serve existing customers. Staff investigation into this matter confirms that this is
an issue of concern. The Commission finds it reasonable to require that there be no new -
connections to the existing water system until further order of this Commission.

The Commission notes that its records in this case are 1nsufﬁc1ent to determine the

- reasonableness of the rates presently being charged by the Company. We find it reasonable
pending our 1nvest10atlon and determination regardmg the reasonableness of such rates and
charges that there be no shut offs without prior Cornrmssmn approval and we put the Company
on notice that pending final Order, any rates and charges collected will be subject to refund to the
extent that they may be determined excessive.
| ~ CONCLUSIONS OF LAW

The Idaho Public Utilities Commission has authority and Jurisdiction over Ponderosa
Terrace Estates Water System, Inc., a water utility, and the issues raised in Case
No. GNR-W-01-01 pursuant to Title 61 of the Idaho Code and the Commission’s Rules of
Procedure, IDAPA 31.01.01.000 ez seq.

ORDER
; Iﬁ consideration of the foregoing and as more particularly described above, IT IS
HEREBY ORDERED and Ponderosa Terrace Estates Water System, Inc. is hereby dxrected to
file an Application for a Certificate of Public Convenience and Necessity for the water system
operated by the Company, located south of Sandpoint and east of the community of Sagle in
Bonner County, Idaho.

IT IS FURTHER ORDERED and the Company is further directed to file proposed
schedules of rates and charges, with supporting documentation. Any rates and charges collected
from the date of this Order will be subject to refund to the extent that they may be determlned
excessive,

IT IS FURTHER ORDERED and Ponderosa Terrace Estates Water System, Inc. is

required to adopt and implement the Commission’s Consumer Relations Rules, the

Exhibit No. 2
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Commission’s Utility Customer Information Rules, and an accounting system consistent with the
information required by the Commission’s annual report for small water companies.

IT IS FURTHER ORDERED and Ponderosa Terrace Estates Water System, Inc. is
required to make written petition or application to the Commission pnor to any proposed change
in ownership of the Ponderosa Terrace Estates Water System, Inc.

THIS IS AN INTERLOCUTORY ORDER. Any person interested in this Order may
file a petition for rev1ew within twenty-one (21) days of the service date of this Order with
* regard to any matter dec1ded in this Order. A petition to review may request that the
Commission: (1) rescind, clarify; alter, amend; (2) stay; or (3) finalize this Interlocutory Order.
After any person has petitioned for review, any other person may file a cross-petition w1th1n_
seven (7) days. See Rules 321, 322, 323.04, 324, 325 (IDAPA 31.01.01.321 -325.)

DONE by Order of the Idaho Public Utilities Comm1ssmn at Boise, Idaho this

Z£ day of September 2001.
PAUL KJELTANDER, PRESIDENT
C o\ o
A\ j { ‘ML L
MARSHA H. SMITH COMMISSIONER
ENNIS S. HANSEN, COMMISSIONER
ATTEST:
Jea Jewel]

Coreission Secretary

vld/O:GNR-W-01-0 1_sw2
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Office of the Secretary
Service Date
November 28, 2001

BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE INVESTIGATION )
INTO WHETHER PONDEROSA TERRACE ) CASE NO. GNR-W-01-1
ESTATES WATER SYSTEM, INC. IS A PUBLIC )
UTILITY SUBJECT TO REGULATION BY )
THE IDAHO PUBLIC UTILITIES )

)

)

' COMMISSION

ORDER NO. 28903

On September 13, 2001, the Idaho Public Utilities Commission (Commission) issued
Order No. 28845 in Case No. GNR-W-01-1. In its Order the Commission found that Ponderosa
Terrace Estates Water System, Inc. (Ponderosa; Company) was operating in such manner as to
fall within the Commission’s jurisdiction. Reference Idaho Code §§ 61-124—Water Systems;
61-125—Water Corporation and 61-129—Public Utility. Of significance, the Commission
found that the Company’s customers have no say regarding the operation and management of the
Company or the prices it charges for water and related services.

Ponderosa operates a water system located south of Sandpoint and southeast of the
community of Sagle in Bonner County. There are approximately 20 full-time residences
connected to the system and a total of approximately 90 properties within the area served by the
water system. The system has been in place since approximately 1969. The current owner is
Robaer Cobott. Ponderosa is an Idaho for-profit corporation located at 2626 Wrenco Loop Road,
Sandpoint, Idaho 83864 (Telepho‘ne (208) 263-2720).

The Commiésion in its Order No. 28845 directed Ponderosa Terrace Estates Water

System, Inc. to:

¢ File an Application for a Certificate of Public Convenience and Necessity
for the water system operated by the Company, located south of Sandpoint
and east of the community of Sagle in Bonner County, Idaho.

e File proposed schedules of rates and charges, with supporting
documentation. Any rates and charges collected from the date of the
Commission’s Order are subject to refund to the extent that they may be

- determined excessive.

e Adopt and implement the Consumer Relations Rules, the Commission’s
Utility Customer Information Rules, and an accounting system consistent
with the information required by the Commission’s annual report for small
water companies.

Exhibit No. 3
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To date, the Company has not responded to the Commission’s Order.

On September 27, 2001, the Commission Staff, by and through its attorney of record,
issued a production request to the Company requesting that documents and information be -
provided on or before Thursday, OctoBer 18, 2001. See attached. As part of its production .
request, Staff requested that the Company prov1de the information requested by the Commission
in Order No.28845. The Company failed to respond to Staff's productlon request. The
Company has also failed to return telephone calls. .

Ponderosa, by notice to customers dated May 30, 2001, is charging residential
customers a basic charge of $60 per month. Non—resi.dent lot owners or parcel owners (of vacant
lots) are charged $30 per month. See attached. The Company has provided no supporting
documentation to justify such rates. Staff notes that state average flat rate for Commission
regulated water companies (for unlimited usage) is $19.43 per month. Staff recommends that the
Commission establish the authorized charge to residential customers for water at $19.43/mo. and
that the Company be prohibited from assessing any other fees or charges without first providing
Justification for such charges/fees and obtaining Commission approved tariffs.  Staff

~ recommends that the Commission direct the Company to comply with its Order No. 28845
requirements within 10 days and to provide an accounting of all charges and fees assessed and
revenue received since the Commission’s Order No. 28895. Staff further recommends that the
Commission establish a subsequent hearing date for the Company to show cause (if any) why. the
$19.43 per month flat rate residential water charge is not reasonable and should not continue and
why the Company should not be required to refund/credit customers the difference
billed/received since the date of the Commission’s Order No. 28845.

Commission Findings

The Commission has reviewed the filings of record in Case No. GNR-W-01-1. We
note that the Company has yet to respond to our Order No. 28845 issﬁed September 13, 2001.
We note that this matter was initiated pursuant to a customer inquiry regarding a Company
proposed rate increase. Pursuant to Compahy notice, Ponderosa was increasing the monthly
.basic charge for water customers from approximately $18.50 to $60.00. In our Order we .
required the Company to file proposed tariffs with justification for rates and charges. The

Company was put on notice that it would be required to refund rates and charges to the extent
' Exhibit No. 3
Case No. PTE-W-03-1
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they were determined to be excessive. The Company has made no filing and provided no
documentation to justify its rates. Similar information was requested in the Staff Production
Request which the Company has failed to respond to. We note that the Company has also fajled
to return Staff’s telephone calls.

Staff has no information or account records to propose a different schedule of
Company specific rates and charges for Ponderosa Terrace Estates. Staff represents however,
that the state average flat rate for Commission regulated water companies is $19.43 per month or
$233.16 per year. We note that this exceeds the rate that preceded the Company’s most recent
increase. The Commission finds it reasonable to establish the authorized charge to residential
customers of Ponderosa for water usage at $20.00 per month, effective Deéember 1, 2001. We
also find it reasonable that the Company be prohibited from assessing any other fees or charges
without fisst providing justification and obtaining Commission approved tariffs.

We further find it reasonable to require the Company to comply with our Order No.
28845 (application for Certificate; proposed schedule of rates and charges with supporting
documentation, etc.). Supporting documentation is to include at a minimum the information
requested in Staff’s September 27, 2001 Production Request (attached). We also find it
reasonable to require the Company to provide an accounting of all charges and fees assessed and
revenue collected since the Commission’s Order No. 28845. The filing deadline for all
information torbe provided is Wednesday, December 12, 2001.

It is the Commission’s intention by separate Order and Notice to establish a
subsequent hearing date in northern Idaho for the Company to show cause why the $l9 43 per
month flat rate for residential water usage is not reasonable and should not continue and why the
Company should not be required to refund/credit customers the difference billed/received since

- the date of the Commission’s Order No. 28845,
CONCLUSIONS OF LAW
~The Idaho Public Utilities Commission ‘has jurisdiction over this matter and
Ponderosa Terrace Estates Water System, Inc., an Idaho for-profit corporation located at 2626
Wrenco Loop Road, Sandpoint, Idaho 83864 and over its current owner, Robaer Cobott,
pursuant to the authority and power granted under Title 61 of the Idaho Code and the
Commission’s Rules of Procedure, IDAPA 31.01.01.000 ef seq. '
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Enforcement Powers and Penalties

The enforcement powers and related penalties of the Commission are set forth in
Chapter 7 Title 61 of the Idaho Code. Any public utility which violates or fails to comply with
any provisions of Title 61 Idaho Code, or which fails, omits or neglects to obey, observe or
comply with any order,‘ decision, decree, rule, direction, demand or requirement or any part or
provision thereof, of the Commission, is subject to a civil penalty of not more than $2,000 for
each and every offense. Reference Idaho Code § 61-706. Every violation is a separate and
distinct offense, and in case of a continuing violation each day’s continuance thereof shall be and
be deemed to be a separate and distinct offense. Reference /dako Code § 61-707. Every officer,
agent or employee of any public utility who fails to obey, observe or comply with any order,
decision, rule, direction, demand or requirement or any part or provision thereof, of the
Commissien under the provisions of Idaho Code, Title 61, may be guilty of a misdemeanor
punishable by a fine not exceeding $1,000 or by imprisonment in a county jail not exceeding one
year, or by both such fine and imprisonment. Reference Idaho Code § 61-709.

» ORDER

In consideration of the foregoing and as more particularly described above, IT IS
HEREBY ORDERED and the Commission does hereby establish for Ponderosa Terrace Estates
Water System, Inc. a monthly flat rate charge for residential customer water usage at $20.00 per
month, effective December 1, 2001. Reference Idako Code §§ 61- 501" -502; -503.

IT IS FURTHER ORDERED and Ponderosa Terrace Estates Water System, Inc. is
_hereby prohibited from assessing any other fees or charges without first providing justification
for such charges/fees and obtaining Commission approved tariffs.

IT IS FURTHER ORDERED and Ponderosa Terrace Estates Water System, Iﬁc. is
hereby directed 1) to comply with the requirements of Order No. 28845, 2) to provide the
information requested in Staff’s September 27, 2001 Production Request (attached), and 3) to
provide an accounting of all charges and fees assessed and revenue collected since the

Commission’s Order No. 28845, on or prior to Wednesday, December 12, 2001,
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DONE by Order of the Idaho Public Utilities Commission at Boise, Idaho, this 29 ™

day of November 2001.
PAUL KJELLANDER, PRESIDENT
MARSHA H. SMITH, COMMISSIONER
ATTEST:

© Jed] D. Jewell ()
Commission Secretary

bls/O:GNRWO11_sw3
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SCOTT WOODBURY
DEPUTY ATTORNEY GENERAL

IDAHO PUBLIC UTILITIES COMMISSION
PO BOX 83720

BOISE, IDAHO 83720-0074

(208) 334-0320

IDAHO BAR NO. 1895

Street Address for Express Mail:
472 W. WASHINGTON
BOISE, IDAHO 83702-5983

_Attorney for the Commission Staff
BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE INVESTIGATION
INTO WHETHER PONDEROSA TERRACE
ESTATES WATER SYSTEM, INC. IS A PUBLIC
UTILITY SUBJECT TO REGULATION BY THE FIRST PRODUCTION REQUEST

) ,

)  CASE NO. GNR-W-01-1

)

)

IDAHO PUBLIC UTILITIES COMMISSION. )  OF THE COMMISSION STAFF

)

)

)

)

TO PONDEROSA TERRACE ‘
ESTATES WATER SYSTEM, INC.

The Staff of the Idaho Public Utilities Commission, by and through its attorney of record
Scott Woodbury, Deputy Attorney General, requests that Ponderosa Terrace Estates Water
System, Inc. (Ponderosa Terrace Estates; Company) provide the following documents and
information on or before THURSDAY, OCTOBER 18, 2001.

Ronderosa Terrace Estates is reminded that responses pursuant to Commission Rules of
Procedure must include the name and phone number of the person preparing the document, and
the name, location and phone number of the record holder. Reference IDAPA 31.01.01.228.

| This Production Request is to be considered as continuing, and the Company is requested
to provide, by way of supplementary responses, additional documents that it or any person acting

on its behalf may later obtain that will augment the documents produced.
: /

ATTACHMENT
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Please provide answers to each question; supporting workpapers that provide detail or are
the source of information used in calculations; the name and telephone number of the person
preparing the documents; and the name, location and telephone number of the record holder.
For each item, please indicate the name of the person(s) preparing the answers, along with
the job title of such person(s) and the witness who can sponsor the answer at hearing.
For each year 1998, 1999, 2000 and year-to-date 2001, please provide detail for all

expenditures made to operate, maintain and improve the water system. Speciﬁcally provide the

following: ‘

Request No. 1: Please provide a detailed schedule showing each individual asset that
makes up the total depreciable assets of $129,853 reflected on the Balance Sheet (Schedule L) of
the 1998 and 1999 Income Tax Returns for the water company. Include the date of the

investment.

Request No. 2: Please provide a schedule and detailed support showing each additional
asset added during the years 2000 and 2001 to date including but not limited to the new well,
chlorinator, chlorinator building and supply line to the reservoir. Include a description of the

purpose of the investment and the completion date.

Request No. 3: Please provide a copy of the most recent detailed depreciation schedule
maintained by the Company’s independent tax preparer, Rod Lamphear of the firm Rhodes &
Fullaway, P.S.

Request No. 4: Please provide an explanation and support for each expenditure that
makes up the $476 of Auto Expense reported in the Company’s 1998 Income Tax Return and the
$561 shown on the 1999 Income Tax Return.

Request No. 5: Please provide an explanation and support for each expenditure that
makes up the $113 of Bank Charges reported in the Company’s 1998 Income Tax Return and the
$122 shown on the 1999 Income Tax Return.

ATTACHMENT
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Request No. 6: Please provide an explanation and support for each expenditure that
makes up the $1,311 of Office Expense reported in the Company’s 1998 Income Tax Return and
the $406 shown on the 1999 Income Tax Return.

Request No. 7: Please provide an explanation and support for each expenditure that
makes up the $§550 of Professional Fees reported in the Company’s 1998 Income Tax Return and
the $31 shown on the 1999 Income Tax Return. -

Request No. 8: Please provide an explanation and support for each expenditure that
makes up the $576 of Telephone Expense reported in the Company’s 1998 Income Tax Return
and the $576 shown on the 1999 Income Tax Return.

Request No. 9: Please provide an explanation and support for each expenditure that
makes up the $2,092 of Utility Expense reported in the Company’s 1998 Income Tax Return and
the $2,765 shown on the 1999 Income Tax Return..

Request No. 10: Please provide an explanation and support for each expenditure that
makes up the $487 of Survey & Water Testing Expense reported in the Company’s 1998 Income
Tax Return and the $2,878 shown on the 1999 Income Tax Return.

Request No. 11: Please provide an explanation and support for each expenditure that

makes up the $1,247 of Consulting Expense reported in the Company’s 1999 Income Tax Retum.

- Request No. 12: Please provide an explanation and support for each expenditure that

makes up the $515 of Insurance Expense reported in the Company’s 1999 Income Tax Return.

Request No. 13: For each of the years 2000 and 2001 to date provide an explanation ahd

support for each expense item incurred that is not an asset as identified in item No. 2 above.

| - ATTACHMENT
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Request No. 14: Please provide a detailed explanation of how the “Loans From
Shareholders” balance of $157,292 as shown in the 1999 Income Tax Return was incurred. Please

provide detail of any additional amounts for the years 2000 and 2001 to date.

In addition please respond to the following questions:

Request No. 15: How many dwelling units are currently connected to the water system?

Request No. 16: How many vacant building lots have water service connections to the

water system?

Request No. 17: How many dwelling units and/or vacant building lots have multiple

service cormections to the water system? Please provide details for each.
Request No. 18: How many lots do not have water service?
Request No. 19: What is the anticipated schedule for the completion of the development?

Request No. 20: Please provide a plat map of the service area showing the location of all

water lines, wells, pumps, fire hydrants, valves and reservoirs. Indicate the size of all water lines.

Request No. 21: Please provide any engineering, groundwater hydrology or other reports

or studies that were used for determining the location and depth of the newest well.

Request No. 22: Please provide any engineering report or calculation that has determined
the actual number and class of customers that can be served by the Ponderosa Terrace Estates

Water System.

Request No. 23: Please provide the name, mailing address and telephone numbers of all

customers of PTE.
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Request No. 24: Please provide all available monthly customer use data for the years
1999 and 2000. Data should be in the following forms:
a) By customer class -
b) Total usage

c¢) Total number of customers and number of customers by class.

Request No. 25: Please provide all available scheduled maintenance information

including, at a minimum, type and frequency of maintenance activity.
Request No. 26: What is the estimated system water loss and how is it determined?

Request No. 27: When was the $500 charge for failure to protect water pipes in the winter

Initiated?

Request No. 28: How many times has the $500 fee for failure to protect water lines in

winter been imposed?

Request No. 29: What is the cost basis for the $500 fee for failure to protect water lines in

winter?
Request No. 30: When was the $500 disconnection fee initiated?
Request No. 31: How many times has the disconnection fee been imposed?
Request No. 32: What is the cost basis for the $500 disconnection fee?
Request No._ 33: When was the $560 reconnection fee initiated?

Request No. 34: How many times has the reconnection fee been imposed?

ATTACHMENT
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Request No. 35: What is the cost basis for the $500 reconnection fee?

Request No. 36: When is a customer account considered late and subject to the §10 late

fee?

Request No. 37: When is a customer account considered past due and subject to the 18%

interest charge?
Request No. 38: What is the amount of PTE’s initial hook-up charge?
Request No. 39: Has the amount of the initial hook-up charge ever been changed?

Request No. 40: If the hook-up charge has ever been changed, provide a history of those

changes.
Request No. 41: What is the purpose of the initial hook-up charge?

Request No. 42: How many hook-up charges have been collected on the system and what

1s the total amount that has been collected?

Request No. 43: Please provide a schedule showing the legal description, owner and
mailing address for each property upon which PTE has filed a lien for non-payment of water bills.
Include the date of the lien.

Request No. 44: How much does it cost PTE to file a lien? Detail preparation costs and

filing fees.
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Request No. 45: The Commission in its Order No. 28845 directed Ponderosa Terrace
Estates Water System, Inc. to adopt and implement the Commission’s Utility Customer Relations
Rules (UCRR), Utility Customer Information Rules (UCIR) and an accounting system consistent
with the information required by the Commission’s annual report for small water companies.
Please provide a draft of each of the following: '

- a) A customer bill that meets Utility Customer Relations Rules, UCRR Rule 201
and 202 requirements. (Small water companies, such as PTE, are not required to
provide a comparison of usage).

b) Your notice of disconnection as outlined in UCRR Rule 305. (Examples of
disconnection notices were provided to you on August 11, 2001.)
¢) Your summary of rules as required by UCRR Rule 701. (EXamples of a rule

summary were provided to you on August 11, 2001.)

Request No. 46: Order No. 28845 further directed PTE to file an Application for a
certificate of convenience and necessity with supporting documentation regarding service area and

rates. Please provide that Application together with your responses to this request for information.

Dated at Boise, Idaho, this day of September 2001.

Scott Woodbury

Deputy Attorney General
Technical Staff: Bob Smith g

Marge Maxwell
Michael Fuss
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Office of the Secretary
Service Date

December 6, 2001

BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

INTHE MATTER OF THE INVESTIGATION ) -
INTO WHETHER PONDEROSA TERRACE ) CASE NO. GNR-W-01-1
- ESTATES WATER SYSTEM, INC. IS A PUBLIC ) _ _

UTILITY SUBJECT TO REGULATION BY ) NOTICE OF SHOW CAUSE

THE IDAHO PUBLIC UTILITIES ) HEARING

COMMISSION. )

‘ ) ORDER NO. 28911

BACKGROUND

On September»13, 2001, the Idaho Public .Utilities Commission (Commission) issued
Order No. 28845 in Case No. GNR-W-01-1. In its Order the Commission found that Ponderosa
Terrace Estates Water System, Inc. (Ponderosa; Company) was operating in such manner as to
fall within the Commission’s jurisdiction. Reference Idaho Code §§ 61-124—Water Systems;
61-125—Water Corporation and 61-129—Public Utility. Of significance, the Commission
found that the Company’s customers have no say regarding the operation and management of the
Company or the prices it charges for water and related services. |
| , -Ponderosa operates a water systerﬁ Iocated south of Sandpoint and southeast of the
community of Sagle in Bonﬁer County, Idaho. There are approximately 20 full-time résidences
| connected to the system and a total of approximately 90 properties within the aree\i served by the
water system. The system has been in place since approximately 1969. The current owner. is
Robaer Cobott. Ponderosa is an Idaho for-profit corporation located at 2626 Wrenco Loop Road,
Sandpoint, Idaho 83864. o |
The Commission in its Order No. 28845 directed Ponderosa Terrace Estates Water

System, Inc. to:

* File an Application for a Certificate of Public Convenience and Necessity
for the water system operated by the Company, located south of Sandpoint
and east of the community of Sagle in Bonner County, Idaho.

e File proposed schedules of rates and charges, with supporting
documentation. Any rates and charges collected from the date of the
Commission’s Order are subject to refund to the extent that they may be
determined excessive. : .
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* Adopt and implement the Consumer Relations Rules, the Commission’s
Utility Customer Information Rules, and an accounting system consistent
with the information required by the Commission’s annual report for small
water companies.

To date, the Company has not responded to the Cormmssmn s Order and has made no filing and
provided no documentation to Justify its rates.

On November 28, 2001, the Commission 1ssued Order No. 28903 in Case No. GNR-.
W-01-1 establishing a $20 per month flat-rate charge for residential customer water usage
effective December 1, 2001.! Reference Idaho Code §§ 61-501; 61- 507 61-503. The Company
was further prohibited from assessing any other fees or charges without first providing
justification for such charges/fees and obtaining Commission approved tariffs. ,

YOU ARE HEREBY NOTIFIED that a pyublic-hearing in Case No. GNR-W-01-1 is
scheduled for MONDAY, DECEMBER 17, 2001, COMMENCING AT 6:00 P.M. AT THE
EDGEWATER RESORT, 56 BRIDGE STREET, SANDPOINT, IDAHO (Telephone: (208)
263-3194). The purpose of the hearing is to permit the Company and Robaer Cobott to show

cause (if any) why the $20 per month flat-rate residential water charge established in Order

No. 28903 is not reasonable and should not continue and why the Company should not be -
required to refund/credit customers the difference billed/ received since the date of the
Commission’s Order No. 28845. The Commission following the show cause hearing will also
receive public comment from cﬁstomers regarding Ponderosa Terrace Estates and its water
service operations.

YOU. ARE FURTHER NOTIFIED that all hearings in this matter will be held in
facilities meetin-g the accessibility requirenﬁents of the Americans with Disabilities Act (ADA).
In order to participate in or to understand testimony and argument at a public hearing, persons
needing help of a sign language interpreter or other assistance may ask the Commission to
provide a sign language interpreter or other assistance as required under the ADA. The request
for assistance must be received at least ﬁve (5) working days before the hearing by contacting

the Commission Secretary at:

' The $20 per month rate authorized by the Commission comports with the state average flat-rate for Commission
regulated water companies.
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IDAHO PUBLIC UTILITIES COMMISSION
PO BOX 83720

BOISE, IDAHO 83720-0074

(208) 334-0338 (TELEPHONE)

(208) 334-3762 (FAX)

YOU ARE FURTHER NOTIFIED that all proceedings in this case will be held.
pursuant to the Commission’s jurisdiction under Title 61 of | the Idaho Code and that the
Commission may enter any final Order consistent with its authority under Title 61.

YOU ARE FURTHER NOTIFIED that all proceedings in this matter will be

conducted pursuant to the Commission’s Rﬁles of Procedure, IDAPA 31.01.01.000 er seq.
| ~ ORDER |

IT IS HEREBY ORDERED and the Commission_does hereby adopt the scheduling
set forth above for Show Cause Hearing in Case No. GNR-W-01-1.

DONE by Order of the Idaho Public Utilities Commission at Boise, Idaho this ¢

day of December 2001. - . -

PAUL KJELLANDER, PRESIDENT

:?:)uué’m_ NN

"MARSHA H. SMjTH, COMMISSIONER

[t ll

(DENNIS S. HANSEN, COMMISSIONER

ATTEST:

/i

Jefn D. Jewell(|
C ission Secretary

V1d/O:GNR-W-01-01_sw4

Exhibit No. 4

Case No. PTE-W-03-1
M. Fuss, Staff

4/1/03 Page3of3

NOTICE OF SHOW CAUSE HEARING
ORDER NO. 28911 3




Office of the Secretary
Service Date

December 14, 2001

BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE INVESTIGATION

) |
INTO WHETHER PONDEROSA TERRACE ) - CASE NO. GNR-W-01-1
ESTATES WATER SYSTEM, INC. IS A PUBLIC )
UTILITY SUBJECT TO REGULATION BY )  NOTICE OF VACATED
THE IDAHO PUBLIC UTILITIES )  HEARING
COMMISSION. )

)  ORDER NO. 28917

BACKGROUND

_ On September 13, 2001, the Idaho Public Utilities Commission (Commission) issued
Order No. 28845 in Case No. GNR-W-01-1. In its Order the Commission found that Ponderosa
Terrace Estates Water System, Inc. (Ponderosa; Company) was operating in such manner as to fall
within the Cornmission’é jurisdiction. Reference Idaho Code §§ 61-124—Water Systems; 61-
125—Water Corporation and 61-129—Public Utility. Of significance, the Commission found that
the Company’s customers have no say regarding the operation and management of the Company or
the prices it charges for water and related services,

Ponderosa operates a water system located south of Sandpoint and southeast of the
community of Sagle in Bonner County, Idaho. There are approximately 20 full-time residences
connected to the system and a total of approximately 90 properties within the area served by the
water system. The system has been in place since approximately 1969. The current owner is -
Robaer Cobott. Ponderosa is an Idaho for-profit corporation located at 2626 Wrehco Loop Road,
Sandpoint, Idaho 83864.

- The Commission in its Order No. 28845 directed Ponderosa Terrace Estates Water

System, Inc. to:

* File an Application for a Certificate of Public Convenience and Necessity for
the water system operated by the Company, located south of Sandpoint and
east of the community of Sagle in Bonner County, Idaho.

* File proposed schedules of rates and charges, with supporting documentation.
Any rates and charges collected from the date of the Commission’s Order are
subject to refund to the extent that they may be determined excessive.

* Adopt and implement the Consumer Relations Rules, the Commission’s
Utility Customer Information Rules, and an accounting system consistent

Exhibit No. 5
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with the information required by the Comm1551on s annual report for small
water companies.

To date, the Company has not responded to the Commission’s Order and has made no filing and
provided no docurnentation to justify its rates. |

On November 28, 2001, the Commission issued Order No. 28903 in Case No. GNR-W-
01-1 establishing a $20 per month flat-rate charge for residential customer water usage effective
December 1, 2001." Reference Idaho Code 8§ 61-501; 61-502; 61-503. The Company was further
prohibited from assessing any other fees or charges without first providing Justlﬁcatlon for such

charges/fees and obtaining Commission approved tariffs.

- On December 6™ the Commission set a December 17, 2001 hearing date in Sahdpoint;.

Idaho to provide the Company and Robéer Cobott the opportunity to show cause (if any) why the
$20 per month flat-rate residential water rate charge established in Order No. 28903 is not
reasonable and should not continue and why the Company should not be required to refund/credit
customers the difference billed/received since the date of the Commission’s Order No. 28845.

YOU ARE HEREBY NOTIFIED that despite the mailing of Commission Notices and
Orders to the registered office of the corporation as reflected in the Company’s corporate filing with
the Idaho Secretary of State, the Commission, based on Staff i Investigation, has reason to believe
that Robaer Cobott may be out of state and may be personally unaware of the scheduled hearmg
The Commission therefore finds it reasonable to vacate the previously scheduled
December 17, 2001 show cause hearing. Mr. Cobott may by written petition to the Commission
request the rescheduhng of such a hearing.

COMMISSION FINDINGS

The Commission has reviewed the filings of record in Case No. GNR-W-01-01. Our
prior Orders, findings and directions to the Company in this case continue to be effective and
unabated.

Addressing customer concerns regardmg the adequacy of the present water system to
serve existing customers we reiterate that the Company is to make no new connections to the

existing water system until further order of this Commission. Reference Order No. 28845.

' The $20 per month rate authorized by the Commission comports with the state average flat-rate for Commission
regulated water companies. '
Exhibit No. 5
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The Company having failed to make formal Application for a Certificate of Public
Convenience and Necessity as directed and required by Order No. 28845, we find it reasonable
based on the established record in this case to assign Certificate of Public Convenience and
Necessity No. 393 to Pom‘ierosavTerrace Estates Water System, Inc., an Idaho for-profit corporation
located at 2626 Wrenco Loop Road, Sandpoint, Idaho 38364. As reflected in the Corhpany’s
corporate ﬁlingé with the Idaho Secretary of State, the identified agent of the corporation for
purpose of service at said address is Robaer Cobott. Reference Idaho Code §§ 61-526; 61-528 and
Commission Rules of Procedure 111 (Certificate—New Utility).

In assigning a certificate number, the Commission finds that Ponderosa is a watér
corporation as defined by Idaho Code §§ 61-124 and 61-125 and a public utility as defined by /dakho
Code § 61-129. _

We authorize service by Ponderosa to that water system located south of Sandpoint and
southeast of the comrhunity of Saglé in Bonner County and serving Ponderosa Terrace Estates and
any adjacent areas as may be presently served by the existing system—an area more particularly
described as a water system located in the Southwest Quarter of Section 5, Township 55 North,
Range 1 West, Boise-Meridian, Bonner County, Idaho.

We continue to find it reasonable to authorize only a $20 per month flat-rate.charge for
residential customer water usage. Reference Order No. 28903. Only those customers actually
connected to the system and who have the physical service facilities in place that permit a customer
to open a tap and receive water without a requested turn-on by the Company are to be charged for
water service. |

The Company continues to be prohibited from assessing any other fees or charges
without first providing justification for such charges/fees and obtaining Commission approved
tariffs. Reference Order No. 28903. '

The Commission continues to find it reasonable to prohibit water shutoffs by the
Company or involuntary termination of service without prior Commission approval. Reference
Order No. 28845. |

CONCLUSIONS OF LAW.

The Idaho Public Utilities Commission has jﬁrisdiction over this matter and Ponderosa .

Terrace Estates Water System, Inc., an Idaho for-profit corporation located at 2626 Wrenco Loop

Road, Sandpoint, Idaho 83864 and over its current owner, Robaer Cobott, pursuant to the authority

Exhibit No. 5

Case No. PTE-W-03-1
M. Fuss, Staff

4/1/03 Page 3 of4

NOTICE OF VACATED HEARING 3



and power granted under Title 61 of the Idaho Code and the Commission’s Rules of Procedure,
IDAPA 31.01.01.000 et seq.
| ORDER

In consideration of the foregoing and as more particularly described above, IT IS
HEREBY ORDERED and the Commission does hereby vacate the previously scheduled
December 17, 2001 show cause hearing in Case No. GNR-W-01-01.

IT IS FURTHER ORDERED and the Commission does hereby assign Certificate of
Pubhc Convemence and Necessity No. 393 to Ponderosa Terrace Estates Water System, Inc.,
Idaho for-proﬁt corporation. | .

IT IS 'FURTHER ORDERED and the -Company 1s directed to comply with the
requirements and prohibitions set forth in oﬁr findings above and in our prior Orders in this case.
Reference Order Nos. 28845, 28903.

DONE—by Order of the Idaho Public Utilities Commission at Boise, Idaho this i

-day of December 2001.
PA KJELLAN]&ER PRESIDENT
Out of the Office on this.Date
MARSHA H. SMITH, COMMISSIONER
|DENNIS §7] HMEN, COMMISSIONER
ATTEST:
D. Jewell U
C ission Secretary

vId/O:GNR-T-01-01_sws
Exhibit No. 5
Case No. PTE-W-03-1
M. Fuss, Staff

4/1/03 Page 4 of 4
NOTICE OF VACATED HEARING 4




P.T.E.WATER SYSYTEM INC.

2626 Wrenco Loop Road
Sandpaint. Idaho 83864 .

Telephone 208-263-2720

May 6,2002

- Jean Jewell _
Commission's Secretary
Idaho Public Utilities Commission

Dear Jean Jewell

muis teter s URGENT, URGENT, URGENT

-Ponderasa Terrace Estates Water System Inc. is going to have to go out of business
because of the water rates imposed on this company by Idaho Public Utilities Commissioxn.

~ The revenue of this company is down around 90 to 95% because of the P.U.C. rulings.
This company is not recelving enough revenue to pay the electric bills which are about
3-months behind. After the P.U.C. made their ruling on the water rates in November, 2001
the Izndowners must feel that they have the P.U.C. on their side and the landowners are

" Dow in contre] because only a few are paying. This company does not want to go out of

business. I gave the P.U.C., Robert Smith, the necessary expense information that you
requested on March 30, 2002. At this time nothing has been done about my company's situation.
I talked to Randy Lawd at P.U.C. at 8:00 oclock this morning and he was very helpfull with
information on my situation. Randy told me to write this letter o you in hopes that at the
next meeting of the Commission maybe the Commission could act on my behalf.

"THANK YOU

Robaer Cobott, President
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Office of the Secretary
Service Date
May 14, 2002

BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE INVESTIGATION
INTO WHETHER PONDEROSA TERRACE
ESTATES WATER SYSTEM, INC. IS A
PUBLIC UTILITY SUBJECT TO
REGULATION BY THE IDAHO PUBLIC
UTILITIES COMMISSION

CASE NO. GNR-W-01-1
NOTICE OF PROPOSED
INCREASE IN RATES
MODIFIED PROCEDURE

NOTICE OF

)

)

)

)

)

) _

) NOTICE OF
)

)

)

) COMMENT/PROTEST DEADLINE
)

)

ORDER NO. 29024

BACKGROUND

_ On September 13, 2001, the Idaho Public Utilities Commission (Commission) issued
Order No. 28845 in Case No. GNR-W-01-1. In this Order the Commission found that Ponderosa
Terrace Estates Water System, Inc. (Ponderosa; Company) was operating in such manner as to fall
within the Commission’s jurisdiction. Reference Idaho Code §§ 61-124 — Water Systems; 61-125
— Water Corporation; and 61-129 — Public Utility. Of significance, the Commission foundv that the
Company’s customers have no say regarding the operation and management of the Company or
the prices it charges for water and related services.

Ponderosa o perates a w ater s ystem 1ocated s outh o f S andpoint and s outheast o f the
community of Sagle in Bonner County, Idaho. There are approximately 20 full time residences
connected to the system and a total of approximately 87 lots within the area served by the water
system. The system has been in place since approximately 1969. The current owner is Robaer
Cobott. Ponderosa is an Idaho for-profit corporation located at 2626 Wrenco Loop Road,
Sandpoint, Idaho 83864 |

On November 28, 2001, the Commission issued Ofder No. 28903 establishing a $20
per month interim rate based upon the statewide average rate for small flat-rate water systems. On
December 6, 2001, the Commissioh issued Order No. 28911 establishing a Show Cause hearing
for Monday, December 17, 2001 in Sandpoint, Idaho. The purpose of the hearing was to permit
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Mr. Cobott to show cause (if any) why the $20 per month flat month rate established by Order No.
28903 was not reasonable and to take public comment from customers regarding the water service.
The Commission vacated the Show Cause hearing on December 14, 2001 by Order No. 28917
based upon information that Mr. Cobott most likely was out of town and would be unable to
attend the hearing. In its Order vacating the hearing the Commission assigned Certificate of
Convenience and Necessity No. 393 to the Company and reiterated the findings and directives of
it$ prior Orders.

On January 4, 2002, following receipt of information that Mr. Cobott was attempting
to restructure the water company, Staff counsel senf Mr. Cobott a letter informing him that Orders
of the Commission are law until changed by the Commission and reminding him that the
Company must . . . make written petition or application to the Commission prior to any proposed
change in ownership of the Ponderosa Terrace Estates Water System, Inc.” Reference Order No.
28845.

Subsequently, the Staff has met personally with the owners of the water system on .
February 11 and again on March 30, 2002. At the March 30 meeting, Mr. Cobott brought
numerous financial documents with him for Staff’s review. A final piece of information, a
depreciation schedule, was supplied to Staff on April 10, 2002. Staff notes that the most recent
entries in the depreciation schedule are for the year 1997,

CURRENT DEVELOPMENTS

Staff has advised the Commission that numerous phone calls and faxes were received
over the weekend of May 4 and 5, 2002 and the morning of Monday May 6, 2002 from customers
and from Bonner County. Commissioner Brian Orr. These contacts address a letter sent to

customers dated Saturday, May 4, 2002 informing them that the Ponderosa Terrace Water System

(1%

Inc. . . .will discontinue doing business as a public water system on May 5, 2002,” and further
“This public water system will be shut down on [Sunday] May 3, 2002.” Customers have
informed Staff that this language meant that the on-site water system operator, Larry Fairfax, had
been given instructions to physically shut the system pumps off. Apparently, this did not occur.
The May 4 letter goes on to state that Mr. Cobott is “. . .going to start a privately

owned water system on May 10, 2002, called ‘Ponderosa Terrace Estates Privately-Owned Water
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System Inc.”” Property owners in the subdivision must subscribe and be a shareowner in order to
receive water service. _

The Commission is also in receipt of a letter from Mr. Cobott dated May 6, 2002. In
this letter, Mr. Cobott states that the Ponderosa Terrace Estates Water Company is going to have
to go out of business because of the rates set by this Commission. He states that revenues are
down 90 to 95%. Several customers have contacted the Commission Staff concerned that the -
Company was not billing them. They have indicated that they will not make payments unless they
receive a bill. Staff has verified by telephone conversation with Mr. Cobott that this is the case.
He has not and will not mail bills to customers with the $20 per month charge approved by the
Commission. He does not agree with that rate and will not send a bill that makes it appear he
accepts the Commission’s authorized rates.

FINANCIAL POSITION

Staff has completed a cursory review of the financial position of the Company based
upon the material submitted by Mr. Cobott and providéd the information to the Commission in a
Decision Memorandum dated May 8, 2002. Attachment No. 1 to this Order is a one-page
schedule that calculates the revenue requirement for this system. Staff refers to its analysis as
cursory due to the large amount of data that appears to Staff to be somewhat arbitrary. Staff has
adjusted some of the data for what appear to be unreasonable costs charged to the water systein.
Staff eliminated a one time non-recurring charge of $1,417.20 for refinancing costs on the owners’
home. Staff eliminated $271.70 as a non-recurring charge for computer memory hpgrade. . Staff
reduced the Company’s proposed $3,600 home office rent allowance to $1,200 based upon
commercial office rental in the Sandpoint area as posted on the web site of “Sandpoint Property
Management.” These rental prices includé utilities; therefore Staff has eliminated the Company’s
proposed office heat allowance of $340._55 and Office electricity of $402. Staff notes that the
Company assigned $5,520 as the water company’s share of payments on the owners’ home
mortgage. = Staff eliminated this item. The water company’s share of this cost, Staff states, is
covered by Staff’s allowed return at 12%, assuming 100% equity, on the cost of the new well
placed in service with proceeds from the refinance. Staff further reduced the Company’s proposed
$9,000 allowance for Mr. Cobott’s management fee to $4,160. The proposed Staff alloWance is

based upon an average of 4 hours per week at a rate of $20 per hour. Staff contends that this
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allowance is quite generous based upon its experience in trying to contact Mr. Cobott and similar
experiences reported to Staff by customers. Staff also eliminated a line item entitled “Monthly
Profit” proposed by the Company in the amount of $3,600. This item, Staff contends, appears to
be completely arbitrary. Profit is covered by Staff’s allowed return at 12% on the cost of the new
well placed in service. Staff has added a depreciation expense of $963.87 for the new well that
was nof included in the data the Company provided. Staff advanced the Company provided
depreciation schedule for the missing years 1998 through 2001 and determined that all
investments other.than the new well have been fully depreciated. Staff recommends acceptance of
the Company’s proposed $200 per month maintenance reserve fee. Staff cautions the Company
that this needs to be a funded reserve placed in a bank account and not drawn for a pufpose other
than maintenance of the water system.

Staff’s calculations, after review of the Cornpény data, produce a total annual revenue
requirement for this Company of $25,282.41.

RATE DESIGN

Staff notes the challenge the Company is faced with in attempting to distribute the total
revenue requirement equitably among its customers. Traditional ratemaking- procedures and
policies, Staff contends, assume that an individual (household) should not pay for a commodity
they do not receive. When electric service, gas service and telephone service is disconnected,
billing stops. The same also holds true for water companies. However, Staff notes the difficulty
of applying this policy to small water systems like Ponderosa Terrace Estates that were
constructed to serve a vacation home development. Designing rates for such a regulated stand-
alone water system to recover the cost of operating and maintaining the system, Staff contends,
involves what appear to be two diametrically opposing inequities.

The traditional approach, where a customer does not pay for a commodity during a
period of disconnection, shifts the burden of supporting the entire system onto those chst_orners
who are connected to the system. This is not a problem on a large system with a diverse customer
base. When this occurs on a small customer base systérn, Staff contends that the cost shift can be
significant and burdensome. Staff reports that Ponderosa Terrace Estates was constructed in the
late 1960’s to serve 87 properties. Now, more than 30 years later, only 20 properties are

developed and utilized full time. Some properties are used for a week or a month a year and are
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not occupied the remainder of the year. Ponderosa Terrace Estates Water Company is somewhat
unique because each lot in the subdivision is equipped with a customer service line and most (if
not all) also have a frost-free water hydrant installed on the property. Any property owner has the
ability to connect a recreational vehicle to the water hydrant and begin consuming water in a
matter of minutes without contacting the Company. Several of the property owners have reported
owning one or more lots purchased years ago either on _speculafion or for future use as a retirement
property. Staff presented three possible rate design scenarios. See Attachment 2 to this Order.

Staff Option 3 addresses the water system’s inability to provide sufficient water supply
to serve all 87 properties on a full-time basis. Staff states that it has reviewed the Tucker
Engineering Water Disinfection System Report and the supply well logs for the development.
These documents, it states, indicate that current system supply capacity is approximately 25
gallons per minute. Staff calculates that the maximum number of full-time customers that could
be served by the existing system is 37 customers. Staff Option 3 prdvides rates reflective of the
limited water supply.

Option 3 rates are determined in three steps. First the variable costs associated with
water consumption are distributed to the full-time customers. Second the fixed costs are allocated
to the maximum number of full-time customers (37) that could be connected to the existing water
‘supplies. Because the existing 20 full-time customers are in this category, steps one and two
establish rates for the full-time customer class of $61.50/month. Staff states that it is unaware if
any of the remaining properties will convert to full-time customers in the near future. Therefore,
the third step equally allocates the revenue requirement not collected by the full-time customers to
the remaining 67 properties, which amounts to $13.00/month. Staff believes the Option 3 rate
design appropriately allocates system cost to customers based upon the impact the class of
customer has on the system. Since the sysfcm will not be able to serve the remaining 67
customers on a full-time basis, they are not fully allocated the fixed costs. This option, Staff
contends, also provides a price signal regarding the system capacity limitations and further
emphasizes the current Commission restriction on new full-time hookups.

Commission Findings
The Commission has reviewed the filings of record in Case No. GNR-W-01-1. The

Commission apprises Mr. Cobott that as a regulated utility he is bound to comply with Idaho
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statutes, Commission Orders and Commission Rules and Regulations. It appears as reflected
above, that Mr. Cobott has not mailed bills to customers at the $20 per month charge approved by
the Commission. Reference Order No. 28903. He purportedly does not agree with that rate and
will not send a bill that makes it appear he accepts the Commission’s authorized rates. The
Company would be well advised to reconsider its position in this regard. The customers should
not be expected to voluntarily send money to the Company without some form of billing from the
Company. Rendering a bill to customers at the authorized rate does not constitute agreement with
the rate but acknowledges it is the Commission ordered rate and the only rate that legally can be
charged.

Staff identifies an annual revenue requirement for the Company of $25,282.41 based
on information provided by Mr. Cobott and recommends Rate Design Option 3 as the Staff
preferred rate design. That option allocates all costs based on the impact the customer has on the
system. Property owners of undeveloped lots will be assessed a charge of $13.00 per month.
Property owners of developed lots will be assessed a charge of $61.50 per month. The
Commission finds it reasonable to adopt these rates for a proposed effective date of June 1, 2002,
subject to prior adjustment based upon customer comment and further Staff and Commission
analysis.

- YOU ARE HEREBY NOTIFIED that the Commission has reviewed the filings of
record in Case No. GNR-W-01-1. The Commission has preliminarily determined that the public
interest regarding the Commission’s intention to increase rates to water customers in the manner
set forth above (Rate Option 3) may not require a hearing to consider the issues presented and that
the issues raised by the proposed increase in rates may be processed under Modified Procedure,
1.e., by written submission rather than by hearing. Reference Commission Rules of Procedure
IDAPA 31.01.01.201-204. |

YOU ARE FURTHER NOTIFIED that the Commission may not hold a hearing in this
proceeding unless it receives written protests or comments opposing the use of Modified
Procedure and stating why Modified Procedure should not be used. Reference IDAPA
31.01.01.203.

YOU ARE FURTHER NOTIFIED that the deadline for filing written comments or
protests with respect to the proposed increase in rates in Case No. GNR-W-01-1 is Thursday,

NOTICE OF PROPOSED INCREASE IN RATES
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May 23, 2002. Persons desiring a hearing must specifically request a hearing in their written
protests or comfnents.

YOU ARE FURTHER NOTIFIED that if no written comments or protests are
received within the deadline, the Commission will consider the matter on its merits and enter its
Order without a formal hearing. If comments or protests are filed within the deadline, the
Commission will consider them and in its discretion may set the matter for hearing or may decide
the matter and issue its Order based on the written positions before it. Reference IDAPA
31.01.01.204.

YOU ARE FURTHER NOTIFIED that written comments concemning Case No. GNR-
W-01-1 should be mailed to the Commission and to Ponderosa Terrace Estates Water Company at

the addresses reflected below:

Commission Secretary Robaer Cobott
Idaho Public Utilities Commission 2626 Wrenco Loop Road
PO Box 83720 Sandpoint, ID 83864

Boise, ID §3720-0074
Street Address for Express Mail:

472 W. Washington Street

Boise, ID 83702-5983
All comments should contain the case caption and case number shown on the first page of this
document. Persons desiring to submit comments via e-mail may do so by accessing the
Commission's home page located at www.puc.state.id.us under the “File Room” icon. Once at the
“File Room” page, select “File a Comment,” fill in the case number as it appears on the front of
this document, and enter your comments. |

YOU ARE FURTHER NOTIFIED that the filings in Case No. GNR-W-01-1 can be
reviewed during regular business hours at the Idaho Public Utilities Commission, 472 W.
Washington Street, Boise, Idaho. In addition, relevant filings may be viewed by accessing the

Commission’s website at www.puc.state.id.us under the “File Room” icon and selecting the

appropriate topic heading.
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DATED at Boise, Idaho this /3 * day of May 2002.

(il il —

rAUL KJ’ELISA.@)ER PRESIDENT

Vel 4 Sk

MARSHA H. SMITH, COMMISSIONER

/DENNIS S. HANSEN, COMMISSIONER
ATTEST:

/JM,NQ/)MU

D. Jewell ()
Comnnssmn Secretary

bls/O:GNRWO0101_sw6
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PONDEROSA TERRACE ESTATES WATER CO.
Revenue Requirement Calculation

Total Revenue Requirement

Net Plant Value 3 25,067.59
Rate of Return 12%
Return Required $ 3,008.11

Per PUC Staff PUC Staff
Expense ltems Company Adjustments Recommendation Comment
Phone Expense 420.00 420.00
Accounting (Tax Prep) 487.50 487.50
Elec Power Costs 1,897.58 1,997.58
Postage 193.17 193.17
Bank Charges 367.66 .367.66
Refinance Charges ’ 1,417.20 (1,417.20) - One Time Non-recurring
System Repatt 2,601.58 2,601.58
Water Tests 314.78 314.78
Chemicals & supplies - 367.50 367.50
Liab Insurance 800.90 800.90 :
Auto Insurance 228.00 228.00 At $0.345 per mile these three
Auto Expense (Fuel) 252.20 25220 items produce 155 Mi./ Mo.
Auto Repair 164.18 164.18
Office Supplies - 129.05 129.05
Computer Supplies 62.46 62.46

. Computer Memory Upgrade 251.70 (251.70) -
- Water Operator Cert Tests/Fees 200.00 -200.00

Travel Exp Water Cert 88.87 88.87
Travel Exp Water Cert 75.00 75.00
Home Office Rent 3,600.00 (2,400.00) 1,200.00 100 Sq Ft @ $1.00/Mo
Home Office Heat 340.55 (340.55) - Inclin Rent Allow
Home Office Electricity 402.00 (402.00) - Inclin Rent Allow
Loan Payback-Wash Mutual 5,520.00 (5,520.00) - Incl in Return Allowance
R Cobott Mgmnt Fee 9,000.00 (4,840.00) 4,160.00 Arbitrary 4 Hrs/ Wk at $20
Daily Water Testing (Fairfax) 3,600.00 3,600.00 $10 per day
Monthly Maint (Fairfax) 1,200.00 1,200.00 $100 per month
Monthly Profit (3300 / Mo.) 3,600.00 (3,600.00) - Inclin Return Allowance
Maintenance Reserve ($200/Mo.) 2,400.00 2,400.00
Sub Total $40,081.88 3 21,310.43
Depreciation Exp 963.87
Return on Investment : 3,008.11

$40,081.88 3 25,282.41

Exhibit No. 7

Case No. PTE-W-03-1
M. Fuss, Staff
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Rate Design Options (Amended 5/10/02)

IPUC Staff

5712002

Total Fixed Revenue Requirement $22,917.33
Consumption Sensitive Revenue Requirement $ 2,365.08
Total Revenue Requirement $ 25,282.41

Option 1: Historical PUC Rate Methodology - Deliver only to permanent customers.
Revenue Customer Recommended Revenue

» Requirement Charge Rates Recovery
Revenue Requirement " $ 25,282.41

Number of Permanent Customers 20

Annual Water Charge Per Customer $1,264.12

Monthly Water Charge Per Customer $ 2528160 $ 10534 § 105.00 $25,200.00
Over {Under) Recovery $ (0.81) _ $ (8241

Option 2: Full Service Resort.Rate Methodology - All Reported Property Owners Pay a Share of the Costs

Revenue Customer Recommended Revenue

Requirement  Charge Rates Recovery
Consumptive Sensitive Revenue Requirement $ 2,365.08
Customers With Consuptive Use 20
Annual Water Charge Per Consumptive Customer \ $ 118.25
Monthly Water Charge Per Consumptive Customer $ 2,364.00 $ 9.85
Non-Consumptive Sensitive Revenue Requirement $ 22,917.33
Total Number of Possible Water Users 87
Annual Water Charge Per Possible Water User $ 263.42
Monthly Water Charge Per Possible Water User $ 2291580 $ 21.95
Total Monthly Charge Per Consumptive Customer $ 763200 § 3180 $ 32.00 $ 7,680.00
Total Monthly Charger Per Other Possible Water User $1764780 $ 2195 $ 22,00 _$17,688.00
: $ 25,279.80 $25,368.00
Over (Under) Recovery $ (2.61) $ 85.59
Exhibit No. 7
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Rate Design Options (Continued) (Amended‘ 5/10/02)
IPUC Staff
5/7/2002

Option 3: Available Service Resort Rate Methodology - Weight Rates Based on the Number of Serviceable Customers

Revenue Customer Recommended Revenue

Requirement Charge Rates Recovery
Consumptive Sensitive Revenue Requirement $ 2,365.08
Customers With Consuptive Use 20
Annual Water Charge Per Consumptive Customer $ 118.25
Monthly Water Charge Per Consumptive Customer $ 2364.00 $ 9.85
Non-Consumptive Sensitive Revenue Requirement $ 22,917.33
Total Number of Serviceable Water Users : 37 (Staff Attachment 4, Page 3)
Annual Water Charge Per Serviceable Water User '$619.39
Monthly Water Charge Per Serviceable Water User $22919.28 $§ 51.62
Total Monthly Charge Per Consumptive Customer $14,752.80 $ 61.47
Remaining Revenue Requirement $ 10,529.61
Total Number of Other Possible Water Users . 67
Annual Water Charge Per Possible Water User $ 157.16
Monthly Water Charge Per Possible Water User $10,53240 $ 13.10
'Total Monthly Charge Per Consumptive Customer $1475280 $ 6147 $ 61.50 $14,760.00
Total Monthly Charge Per Possible Water User $10,53240 $ 13.10 § 13.00 $10,452.00
$ 25,285.20 $25,212.00
Over (Under) Recovery : 3 2.79 $ (7041
Exhibit No. 7
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Ponderosa Terrace Estates Wéter Co.
Serviceable Customers (Amended 5/10/02)

IPUC Staff

5/7/2002

Customers as Reported by the Company

Total Number of Customers That Could Use Water 87
Number of Permanent Residences 20
Difference 67

Based on Engineering Report by Taylor Engineering Consultants (6/25/99)

Chlorination
Study Staff Review of Well Logs :

1999 Well Capacity (Maximum) 35 20 Gallons Per Minute(gpm)
Curent Customers 20 20 (Sustainable)
Additional Future Customers 92
Additional Well Requirements 50 gpm
Total Well Requirement For the Development 85 gpm
Total Number of Customers on the System 127
PUC Staff Calculations Based on Taylor Engineering Report
Average Flow Per Customer 0.6693 0.6693 gpm/customer
Additional Well Installed in 2000 5 5 gpm
Total Existing Well Capacity Available - 40 25 gpm
Maximum Serviceable Customers With the Existing Well ' 59 37 Customers

Comment: Even though the Company indicates that up to 87 customers could possibly use the existing water system
the system supply cannot support more than 37 full time customers. In addition the PUC Staff has received reports
that the primary reason the additional source was developed in 2000 was because the system actually ran out of water
in the fall of 2000. Staff therefor believes that the maximum capacity of the system is somewhat less than the
calculated 37 customers. Without additional groundwater evaluations Staff cannot determine exactly what the
maximum number of customers that can truly be served by this system . Staff assumes that the loss of water in the
fall of 2000 was a condition that occured due to a significant drought in the water shed and will base rate calculations
on the maximum number of 37 customers. Staff recommends additional study to determine the actual number of
customers the system can sustainably serve prior to the commission lifting the restriction on permanent connections.

Exhibit No. 7
Case No. PTE-W-03-1
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Office o1 me >ecretary

Service Date
, June 6, 2002
BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION
"IN THE MATTER OF THE INVESTIGATION ‘
INTO WHETHER PONDEROSA TERRACE CASE NO. GNR-W-01-1
" ESTATES WATER SYSTEM, INC. IS A
-PUBLIC UTILITY SUBJECT TO NOTICE OF SCHEDULE AND
REGULATION BY THE IDAHO PUBLIC TECHNICAL HEARING
UTILITIES COMMISSION -
' ’ NOTICE OF INTERVENTION
DEADLINE ” .

NOTICE OF PUBLIC HEARING

NOTICE OF EXTENDED PUBLIC
COMMENT DEADLINE

N S N S St Nt Nt ot s ot apt “umt et Nt i’

" ORDER NO. 29046

On May 14, 2002, the Commission iséued a Notice of Proposed Increase in Rates,
Modified Procedure and Comment/Protest Deédline proposing to adopt rates that collect an annual
revenue requirément for Ponderosa Terrace Estates Water System, Inc. (Ponderosa; Company) in
the amount of $25,282.41. Order No. 29024 at 6. If approved, these rates would allocate all costs
based on the impact the customer has on the system. Based upon customer comrnenf and further
analysis, the Commission finds it reasonable in this Order to adopt interim rates effective June 1, -
2002 pending the results of the technical and public hearings scheduled for June 20, 2002 in
Sandpoint. , |

BACKGROUND

On September 13, 2001, the Commission issued Order No. 28845 finding that
Ponderosa was operating in such manner as to fall within the Commission’s jurisdiction. See
Idaho Code §§ 61-124; 61-125; and 61-129. |

. Robaer Cobott, owner of Ponderosa,_ operates a water system located south of

Sandpoint and southeast of the community of Sagle in Bonner County, Idaho. There are
approximately 20 full-time customers.connected to the system and a total of approximately 87 lots

within the area served by the water system.
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On November 28, 2001, the Commission issued Order No. 28903 establishing a $20
per month interim rate based upon the statewide average rate for small flat-rate water systems.
That Order also scheduled a Show Cause hearing for December 17, 2001 in Sandpoint. The

- purpose of the hearing was to permit Mr. Cobott to show cause (if any) why the $20 per month flat
month rate establiéhed by Order No. 28903 was not reasonable and to take public comment from
customers regarding the water service. When it became known that Mr. Cobott would likely be
unable to attend the hearing, the Commission vacated the Show Cause hearing. Order No. 28917.
In its Order vacating the hearing the Commission issued Certificate of Convenience and Necessity
No. 393 to the Company and reiterated the findings and directives df its prior Orders. _

On May 7, 2002, the Commission received a letter froin Mr. Cobott stating that the
Ponderosa Terrace Estates Water Company is going to have to go out of business because the rates
_set by this Commission were too low. He stated that revenues are down 90 to 95%. He ﬁad not
and would not mail bills to customers with the $20 per month charge approved by the
Commission. He did not agree with that rate and would not send a bill that makes it appear he
accepts the Commission’s authorized rates. Because they did not receive bills, we understand that
some customers have not paid for service from November 2001 through May 2002.

| INTERIM RATES -

_In response to the Notice of Proposed Increase in Rates (Order No. 29024),‘the
Commission received coﬁnnents from the Commission Staff,' Ponderosa, and several Ponderosa
customers regarding what rates should be implemented for water service. These comments are
discussed in greater detail below.

| ‘ A. Célzzl1zissi011 Staff Comments

After reviewing the comments received from both the Company and its éustomer's,
Staff stood by its comments contained in its May 10, 2002 Decision Memorandum. However,
Staff made minor modifications to the total revenue requirement and offered additional rate design

options based upon updated customer information. Staff Comments at 2.

' The Commission Staff may participate as an indepeﬁdent party in any proceeding. IDAPA 31.01.01.37-38. The
Staff should not be confused. with the Commission. The Commission’s duty is to regulate every utility and set rates
that are reasonable to both the utility and customers. /daho Code §§ 61-501 and 61-502.
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1. Revenue Requirement: Staff offered two modifications to Ponderosa’s revenue

requirement. First, Staff suggested increasing the water testing expense from $314.78 to $1,500
per year to reflect the normalized annual water testing cost, which is estimated at $750 for each of
the two wells. Second, Staff recommended that the labor allowance for Daily Water Testing
performed by Mr. Fairfax be reduced from $3,600 to $1,800 to reflect the free electricity Mr.
Fairfax was receiving from Ponderosa as compensation valued at $150 per month. These two
modifications reduce the total annual revenue requirement by $614.78 from $25,282.41 to
$24,667.63. |

2. Definitions: To devise customer classes for the rate design, Staff recommended
based on input from Pondérosa and its customers that tﬁe following definitions be used by the
Commission:

* Permanent Residence — Staff proposed using the same definition as provided by

Idaho Code for “primary dwelling place.” Idaho Code § 63-701(9)(a). For purposes of this case,

the 'primary dwelling place is the single place which the customer has his true., fixed and

permanent home and principal eStabliéhment, and to which whenever the individual is absent he

has the intention of returning. The primary dwelling place is where the claimant resides on

January 1 and: A
(1) At least six (6) months during the prior year; or

(11) The majority of the time the customer owned the dwelling if owned by
the customer more than one (1) year; or

(iii) The majority of the time after customer first occupied the dwelling if
- occupied by the customer for less than one (1) year.

» Full Time Customer — The water service is to the customer’s permanent residence.

- Part Time Customer — The water service is provided to an improved lot with a
dwelling and the dwelling is not considered the customer’s permanent residence.b :

» Dwelling — Any structure that can prbvide shelter and is located on a lot or parcel for
more than 15 days per month or 6 months per year. |

* Inactive Service — Water service is proVided to the lot or parcel but is not readily

accessible (the service is underground).
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- Active Service — Water service is provided to the lot or parcel and readily accessible

(active service provides above ground access to water).

» Former Customer — Water service is not currently or has never been provided to the
lot or parcel, even though the facilities may have been provided at one time. |

- Combined Lot — Multiple lots were considered as one when the lots were considered
legally combined by Bonner County.

3. Rate Design: Based on the ﬁbove definitions, Staff performed a customer

inventory, which is summarized below:

Customer Class Number of Customers -
Full Time Customers 19
Part Time Customers 11
Inactive Service Customers 18
Active Service Customers. 33
Former Customers ' 6

Total Number of Customers 87

Staff continued to believe that rate Option 3 (Availablé Service Resort Rate Methodology) is the
most appropriate rate option for the Company because it is fairly simple to apply, collects the
suggested revenue requirement ($24,667.63) and sends the appropriate price signal to customers.
- Staff preferred this method to Options 1 (Historical PUC Rate Methodology) and 2 (Full Service
Resort Rate Methodology) previously proposed. Staff Comments at 5.
 Based on the new information obtained from the Company and customérs, Staff
submitted two additional rate design options for the Commission’s consideration. Staff Option 4
(Multiple Customer Class Resort Rate Methodology) expanded upon Staff’s recommended Option
3 to develop rates reflective of the many different customer classes on the system. Staff found the
calculations to be cumbersome but reflective of the additional information gained by Staff’s
continued investigation.  Staff/Customer Option 5 (Compromised Customer Class Rate
Methodology) was Staff’s attempt to provide the Commission wifh a compromise between the
customers® stated desire for rates and Staff’s Option 4. While noting that this option is somewhat
arbitrary, Staff stated that it would collect the revenue requirement and is based fundamentally on

Staff’s recommended Option 3 and the expanded Option 4.

NOTICE OF SCHEDULE AND TECHNICAL HEARING

NOTICE OF PUBLIC HEARING

NOTICE OF INTERVENTION DEADLINE .
.NOTICE OF EXTENDED PUBLIC COMMENT DEADLINE Exhibit No. 8
ORDER NO. 29046 4 ' , Case No. PTE-W-03-1

M. Fuss, Staff
4/1/03 Page4of16



While Staff’s five rate design options are discussed in greater detail in its comments
and its May 10, 2002 Decision Memorandum, the following table is a summary of Staff’s rate

option calculations and the rates proposed by customer petition.

Ponderosa Terrace Estates Water System
Summary of Monthly Rates

Staff Rate Options Staff/Customer| Customer Rate Options

Number of Recommended Compromise |Customer [Customer

Customer Class CustomersiStaff #1 [Staff#2 |Staff #3 Staff#4 | Option#5 |Option#1  |Option #2
Full Time Customer ‘ 19/$ 108.00($ 28.00{$ 56.50 $ 58.001% 49.00 $ 40.00 |$  30.00
Part Time Customer 13 - |$ 28.00/% 56.50 $§ 29.00;% 29.00 $ 40.00 |§  30.00
Active Service Customer 33 % -|$ 2150/$ 6.50 $ 14.00/% 19.00 $ 20.00]% 15.00
Inactive Service Customer 18 % - |$§ 21.50/$ 6.50 $§ 7.001{$ 10.00 $ 10.00 [ § 10.00

Former Customer 6 $ - 1% 21.50{$ 6.50 $ 7.00|% . - $ - 1% -

87

[Total Revenue $24,624|3 24,786|5 24,786 $24612]|5 24,684 $ 2448013 18,900
Over (Under) Recovery $(43.63)[$ 118.37/$ 118.37 $(55.63)|]§ 16.37 ~ $ (187.83)| $ (5,767.63)

4. Consumer issues. Staff restated the need for the Company to adopt and implement
the Commission’s Utility Customer Relations Rules (UCRR), the Commission’s Utility Customer
Information Rules (UCIR), and an accounting system consistent with the information required by
the Commission’s annual report for small water companies. Once rates have been set by.the
Commission, the Company must file tanffs or schedules of those rates and charges. Staff
indicétgd its willingness to assist the Company in preparing the necessary tariffs.

5. Former Customers. Staff believes that former customers that were either removed

from the system or chose to leave from the system may wish to once again become customers if
Ponderosa is now regulated. Staff recommended that the Company be directed to provide a grace
period for all former customers to become members of some customer class. Staff further
recommended that the Company be directed to post and justify the rates for any services that are
offered so that the former customers can make educated dec_isioﬁs whether to take service from
Ponderosa. |

If a customer who has left the system either by choice or by not choosing to rejoin the
system wishes to reconnect to the system in the future, Staff recommended that the customer be

required to pay a hook-up fee. Because the customer would not have paid anything to maintain
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the system, Staff suggested that a hook-up fee for new customers be established in the amount of
$2,500 for any customer wishing to reconnect after the grace period. |
6. Disconnecting Customers from the System. Staff believes the Company should

be allowed to terminate serviceto i‘physically disconnect), customers if the following two

conditions are met: -1) the Company has provided proper notice for each billing cycle and an

absolute final notice of removal from the system 60 days prior; and 2) the customer is delinquent
n péyment for at least 12 consecutive months. After these two conditions are met, Staff believes
the Company should be allowed to terminate a customer’s service by physically disconnecting
them from the system. The customer would then be subject to a new hook-up fee of $2,500 if they
wished to connect to the system at any time in the future.

7. Reconnection Fee. When a customer voluntarily shuts off service or is temporarily

disconnected for a period not more than twelve (12) months, Staff recommended that a nominal
reconnection fee of $25.00 be established for the Ponderosa Estates Water System.

8. Connection Restrictions. In Order No. 28845, the Commission restricted all new

connections to the system. Staff previously provided an analysis indicating that system capacity
was limited to 37 customers. However, less than 37 full-ﬁme and part-time customers are
currently on the system. Thus, Staff recommended lifting the restriction and allowing a maximum
of 37 full-time and part-time customers to connect to the system. If the Company wishes to
connect more than the 37 full-time and part-time customers, it should provide either an additional
source of wat‘er or an analysis by a Registered Engineer indicating that more than 37 full-time and
paﬁ-time customers can be adequately served by the system. |
. B. Ponderosa Comments

On May 21, 2002, the Commission received a letter from Robaer Cobott labeled |
“Protest.” While demanding a hearing in front of a Judge that is not affiliated with the
Commlission, Mr. Cobott noted his objections to several items discussed in Order No. 29024.

First, he objected to the proposed $80/week salary and stated that he will ".accept
nothing less than $1,000/month. Second, Mr. Cobott did not accept the 12% allowed return on his
investment and wanted “a return of 20% or no deal.” More specifically, he wanted his investment

paid back and a $300/month profit on that investment. Third, Mr. Cobott demanded the monthly
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maintenance fee paid to/ Larry Fairfax be increased to $3,600/year. In his words, “allow this or
forget this system.”

Mr. Cobott also wants the water test expenses increased from $314.78 to $1,500 per
year. As discussed above, Staff agreed that this is necéssary. Because he had to mortgage his
house to get the money to put in a second well as required by DEQ, Mr. Cobott demanded the
$5,520 mortgage expense. Furthermore, Mr. Cobott stated that the excavator located on the
property is owned by him personally but only used for the water system. Thus, he wants
$100/month rent for its use and that the uﬁlity-b.e responsible for all rﬁaintenance and repair costs.

Because Staff believes the Ponderosa system could accommodate 37 full time
residents, Mr. Cobott wants the Commission’s approval for 37 full time residents. He also noted
that the land on which the water system is located belongs to him personally. Because he has to
pay for property taxes and maintenance,-Mr. Cobott requests $300/month rent to be paid By
Ponderosa to him personally.

Finally, Mr. Cobott’s May 21 letter took exception to the manner in which the -
Commission ;‘talk_s about myself and my company” in Order No. 29024. He stated that “you will
adjust your finding in my behalf or you will have to find another option to solve the problems with
this system.” Offended by the $80/week salary for an estimated four (4) hours of work, Mr.
Cobott stated that there will be no system operator after the 4 hours per week are expended and
customers will have to go without. In his words, “I will not work for nothing and I’m going to get
mine first, ’'m not going without anymore.”

Two days later, the Commission received a faxed letter listing a number of questions
posed by Mr. Cobott. He requested information on how to collect back bills owed by customers
prior to the assertion of jurisdiction by the Commission on November 28, 2001. Mr. Cobott also
wanted to know how he could collect from customers that have not paid since that date.
Furthermore, he wished to know if he could turn off their water when the new program starts.

On May 27, Mr. Cobott on behalf of Ponderosa sent two additional letters by
facsimile. While reiterating his previous concerns, he demanded that “this Case No. GNR-W-01-1
go before a Judge and Jury.” He disagreed with the water rates previously ordered and the

different conditions for disconnections and hook-ups. Mr. Cobott also indicated that he would not
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allow a customer with a past-dﬁe bill of over 30 days to receive water service. The second' FAX
informed the Commission that Mr. Larry Fairfax (the maintenaﬁce person) had quit and would no
longer maintain the system. To maintain the system in place of Mr. Fairfax, Mr. Cobott stated that
his salary must be increased to $3,000 per month with additional money to pay for car mileage and
insurance since he lives 60 mﬂes round trip from the water system. |
C. Customer Comments

1. Joint Letter. On May 20, 2002, the Commission received a letter signed by 23
customers that detailled a proposal for the Commission’s consideration. They would like the water
rates divided into four categories that would recover $14,621.30 in annual operating costs plus
$1,754.56 for a 12% rate of return. The table below summarizes their proposed rates and classes

versus what was prdposed by the Commission Staff:

' STAFF RESIDENT
CLASS PROPOSED RATES PROPOSED RATES
Full Time Users ‘ $40.00/month $30.00/month
Live Hydrant _ . $20.00/month $15.00/month
No Water Pipe above Ground $10.00/month $10.00/month
No Water Service $0.00/month $0.00/month

These residents also suggest the Commission decrease allowances for the following
expenses:

» Phone: Should be reduced from Staff-proposed $420/annually to $146.16
because Mr. Cobott’s phone number covers two businesses plus his home
phone. '

» Power: Should be reduced from Staff-proposed $1,997.58 annually to
$1,500.00 because Larry Fairfax’s numbers “do not add up.”

System Repair: The $2,601.58 suggested by the Staff should be elimiﬁated
entirely since it is a duplication of the $2,400.00 Maintenance Reserve.

Home Office .Rent: The $1,200.00 suggested by the Staff should be
reduced to $600.00 since Mr. Cobott is running two businesses out of the
same facility (his home). '
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= Mr. Cobott’s Management Fee: The residents suggest reducing this $4,160
expense to $3,000 because Mr. Cobott has spent little time on the business
except for the current two years and dealing with the IPUC and EPA. They
note that Mr. Cobott has often skipped billing cycles and doesn’t return
their phone calls.

» Daily Water Testing/Monthly Maintenance: While the Staff suggested
$3,600 and $1,200 for these expenses respectively, the residents
-recommend a combined expense of $2,280. This amount includes Larry
Fairfax’s $150.00 monthly retainer and free water equaling approximately
$40.00 per month. The residents question whether water testing is done
daily since a high variance of chlorine exists in the water and Ponderosa
has run out of chlorine at least once.

2. Individual Letters. The Commission also received several individual letters. One
customer agreed with Staff Rate Option No. 3 and found it to be “very reasonable.” Howéver, she
stressed the need for protection from Mr. Cobott’s threatened actions to disconnect customers,
place liens on their property and charge $1,500 in reconnection fees. She also wished to know if
customers could pay‘ rates through the court to prevent him from taking théir property.

Another customer requested definition words like “full time occupancy” and
“developed” before the Commission issues another Order. Moreover, he would like an
explanation for why the maximum number of customers that can be served is only 37. This
customer was also concemned that at least four customers are using the system who are not part of
the platted subdivision. He prefers Rate Option No. 2 with full time users having a water use
meter and pay an additional fee if they use more than 200 gallons/day to be put in escrow to fund
an additional well. ‘ | |

Although she had the community water to her residence shut off two years ago when
faced with significant concerns about water quality, availability and customer service, a third
resident supported a 4-tiered rate scale proposed by the residents in their meeting with the Staff.
She also believes that residents there would be best served by creation of a water districthome
owners éssociation that could hire Larry Fairfax to build and maintain the system. Finally, this
customer requested that the Commuission offer Mr. Cobott some specific instruction as to how to

carry out his billing and customer service responsibilities.
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A fourth customer stated that he believed an excellent first improvement to the system
would be the installation of water meters to build water conservation into the fee schedule and
allowed for tiered rates based on season and usage. This customer did not support the tiered
schedule proposed and supported by the customer pet_ition. He found the proposal to be complex
and would benefit high consumptive users at the expense of other users and the owner.

A fifth cﬁstomer voiced her frustration over being held “hostage” by Ponderosa when
“we all would have been satisfied with $45.00” a month. In short, she does not blame some of her
neighbors for putting in their own wells. |

D. Commission Findings _

Upon reviewing the record and the comments received thus far from Staff, the
Company and customers, the Commission finds that a technical and public hearing are necessary
to fully develop the record. Although the specifics of the hearings are set out below, the
Commission wishes to specifically address two issues: 1) what rates shall be collected pending a
final Order issued after the héaring; and 2) billing and disconnection issues.

1. Interim Rates: The financial information received thus far by the Commission

indicates that Ponderosa should be allowed to collect rates greater than the $20 interim rate
previously set by Order No. 28903. The Commission finds that Rate Design Option No. 3 will
appropriately allocate interim costs based on the impact the customer has on the system. Until a
final Order is issued in this case, full-time and part-time customers (as defined above) shall pay a
flat rate of $56.50 per month. Ponderosa shall also charge active service, inactive service and
former customers (as defined above) $6.50 per month. The Commission further finds it
reasonable to adopt these interim rates effective June 1, 2002 pending the results of the technical
and public hearings scheduled for June 20, 2002 in Sandpoint.

2. Billing and Disconnection for Service Since September 2001. On September 13,

2001, the Commission found that Ponderosa was providing utility service that falls within the
Commission’s jurisdiction. Order No. 28845. As such, the Commission’s Customer Relations
Rules are applicable to both the Company and customers. IDAPA 31.21.01.

Although Commission Rule 201 states that bills shall be issued on a regular‘basis, it 1s

the Commission’s understanding that Ponderosa did not bill customers for water service for.the 6
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months between November 2001 and April 2002. IDAPA 31.21.01.201. The Commission’s
Order No. 28903 established an interim rate of $20 per month and customers may still owe
Ponderosa $20 per month for each of these 6 months. Rule 204.03 provides that customers who
have not been billed shall be given the opportunity to make payment arrangements over the
telephone, by mail, or in person under Rule 313 on the amount due. At the customer’s option, the
term of the payment aﬁangement may extend for the length of time (six months) that the customer
was not billed. IDAPA 31.21.01.204.03. For example, residential customers who did not pay
Ponderosa for water service for those 6 months shall pay $56.50 for June 2002 water service plus |
$20 toward the previously unbilled amount ($120) owed to Ponderosa. Customers may have up to
6 months to repay the full $120. |

If the customer fails to pay the current month owed and/or the arrearage portion ($20

per month for each of the next 6 months) then due, Ponderosa may disconnect the customer under
Rule 302 for failure to pay an undisputed delinquent bill. If the utility intends to terminate service
under Rule 302, the utility shall mail a written notice of termination to the customer at least seven
(7) calendar days before the proposed date of termination. IDAPA 31 .21>.01 .304.01. Furthermore,
this written termination notice must contain the information required by Rule 305. At Jeast
twenty-four (24) hours before actual termination, the utility must diligently attempt to contact the
customer affected, either in person or by telephone, to advise the customer of the proposed action
“and steps the customer may take to avoid or delay termination. IDAPA 31.21.01.304.02. This

oral notice must contain the same information required by Rule 305.

The Commission would also note that because regulated utilities like Ponderosa can

use disconnection as a collection tool, regulated utilities are generally prohibited from filing liens

against property to secure the amounts owed.

3. Billing and Disconnection for Service Prior to September 2001. The .
Commission understands that some customers have arrearages for unpaid bills -issued before
September 2001." We encourage the Company and its customers to reach an agreement regarding
charges for water prior to September 2001. To prevent any misunderstanding on the customer’s |
account, any amounts owing prior to September 2001 should not be included in the current bill.

Of course, Ponderosa may seek collection by other means — including small claims court. Because
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the Company has judicial remedies available, Ponderosa shall not disconnect for non-payment of
amounts owed prior to the Commission asserting jurisdiction over the Cempany. '
NOTICE OF INTERVENTION DEADLINE
YOU ARE HEREBY NOTIFIED that persons desiring to intervene in these matters
for the purpose of presenting evidence or cross-examining witnesses at hearing must file a
Petition to Intervene with the Comumission pursuant to this Commission's Rules of Procedure 72
and 73, IDAPA 31.01.01.072 and -.073. Persons intending to participate at the hearings must file
a Petition to Intervene on or before June 12, 2002. Per'sons seeking intervenor status shall also
provide the Commission Secretary with their electronic mail address to facilitate future
communication in these matters. |
YOU ARE FURTHER NOTIFIED that persons desiring to present their views without
parties’ rights of participation and cross-examination are not required to intervene and may present
their comments without prior notification to the Commission or the parties.
‘k NOTICE OF SCHEDULE AND TECHNICAL HEARING ,
‘ YOU ARE FURTHER NOTIFIED that the Commission speciﬁcally. seeks testimony
that .addresses the following issues:
| 1. Rate designs that recover Ponderosa’s reasonable expenses from defined

customer classes; -

2. The dollar amount necessary to appropriately compensate Ponderosa for
the administration, maintenance and operation of its water company;

3. The appropriate rate of return to be eamed by Po'nderosa;

4. What amount Ponderosa should pay Mr. Cobott for mortgaging his home to
finance a second well as required by the Department of Environmental
Quality;

5. Whether the restriction on new hook-ups should be lifted and how many
- future hook-ups should be allowed given limited system capacity;

6. The appropriate dollar amount necessary for water testing;

7. What amount Ponderosa should pay Mr. Cobott for the property taxes and
maintenance expenses he pays for the land on which the water system is
located;
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8. What amount Ponderosa should pay Mr. Cobott for use of his personal
equipment and maintenance thereof; and

9. What fees are appropriate for Ponderosa to charge customers who hook-up
to the system, or who voluntarily disconnect or are disconnected for non-

payment.

YOU ARE FURTHER NOTIFIED that the Commission adbpts the following

procedural schedule:

June 7, 2002 ' Deadline for Commission Staff to prefile
direct testimony.  Staff shall serve its
testimony on Ponderosa via overnight
delivery no later than this date.

June 12; 2002 Deadline for filing intervention.

June 17, 2002 - Deadline for Ponderosa and intervenors to
prefile direct testimony. The Commission
must receive testimony by standard or
electronic mail, or via overnight delivery on
this date.

~June 20, 2002 : Technical hearing at 1:00 p.m. at the
Edgewater Resort, located at 56 Bridge
Street in Sandpoint. Staff may offer “live”
rebuttal testimony, if necessary.

The prepared testimony and exhibits must conform to the requiréments of Rules 266 and 267 of
the Commission’s Rules of Procedure. IDAPA 31.01.01.266-.267. '

YOU ARE FURTHER NOTIFIED that all proceedings in these case will be held
pursuant to ‘the Commission’s jurisdiction under Title 61 of the Idaho Code and that the
Commission may enter any final Order consistent with its authority under Title 61 and specifically
Idaho Code §§ 61-129, 61-301, 61-305, 61-501, 61-1503 and 61-1504. '

YOU ARE FURTHER NOTIFIED that all proceedings in this matter will be conducted
pursuant to the Commission’s Rules of Procedure, IDAPA 31.01.01.000 et segq.
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NOTICE OF PUBLIC HEARING .
YOU ARE FURTHER NOTIFIED that the Commission has scheduled a public
hearing regarding the issues in Case No. GNR-W-01-1 on THURSDAY, JUNE 20, 2002, 1:00
P.M. AT THE EDGEWATER RESORT, LOCATED AT 56 BRIDGE STREET IN
SANDPOINT. The public hearing will begin at 6:00 p.m.

The Commission will hold a public hearing to receive public testimony regarding
customer comments, concerns and recomrpendations. Customers, local government leaders, and
other interested persons are encouraged to testify. .

YOU ARE FURTHER NOTIFIED that all hearings and public workshops in this
matter will be held in facilities meeting. the accessibility requirements of the Americans with
.Disabilities Act (ADA). Persons needing the help of a sign language interpreter or other
assistance in order to participate in or to understand testimony and argument at a public hearing
may ask the Commission to provide a sign language interpreter or other assistance at the hearing.
The request for assistance must be received at least five (5) working days before the hearing by
contacting the Commission Secretary at:

IDAHO PUBLIC UTILITIES COMMISSION
PO BOX 83720 .

BOISE, IDAHO 83720-0074

(208) 334-0338 (Telephone)

(208) 334-3762 (FAX)

E-Mail: jjewell@puc.state.id.us

NOTICE OF EXTENDED PUBLIC COMMENT DEADLINE
YOU ARE FURTHER NOTIFIED that in addition to the public hearing, the
Commission extends the comment deadline to solicit further written comments regarding customer
comuments, concerns and recommendations. Any person desiring to state a position on the items at
issue in this case may file a written comment in support or opposition with the Commission on or
“before Friday, June 21, 2002. The Commission has extended the comment period beyond the
‘time previously provided in Order No. 29024 to give the public additional time to provide written
comment. IDAPA 31.01.01.202.02. |
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YOU ARE FURTHER NOTIFIED that the comment must contain a statement of
reasons supporting the comment. Written comments concerning the issues in Case No. GNR-W-
01-1 shall be mailed to the Commission and to Ponderosa Terrace Estates Water Company at the

addresses reflected below:

Commission Secfetary Robaer Cobott
Idaho Public Utilities Commission 2626 Wrenco Loop Road
PO Box 83720 Sandpoint, ID 83864

Boise, ID 83720-0074
E-mail: jjewell@puc.state.id.us

Street Address for Express Mail:

472 W. Washington Street
Boise, ID 83702-5983

All comments should .contain the case caption and case number shown on the first page
of this document. Persons desiring to submit comments via e-mail may do so by accessing the
Commission's horhe page located at www.puc.sfate.id.us under the “File Room” icon. Once at the
“File Room”\page, select “File a Comment,” fill in the case number as it appears on the front of
this document, and enter your comment\s. ‘ »

YOU ARE FURTHER NOTIFIED that the filings in Case No. GNR-W-01-1 can be
reviewed during regular business hours at the Idaho Public Utilities Commission, 472 W.

Washington Street, Boise, Idaho. In addition, relevant‘ﬁlings may be viewed by accessing the -

Co_rnmission’s website at www.puc.state.id.us under the “File Room” icon and selecting the
appropriate topic heading. | | |
| ORDER .

IT IS HEREBY ORDERED that until a final Order is issued in this case, full-time and
part-time éustomers (és defined above) shall pay a flat rate of $56.50 per month. Ponderosa shall
also éharge active service, inactive service and former customers (as defined above) $6.50 per

month. These interim rates are effective June 1, 2002.
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IT IS FURTHER ORDERED that the Commission adopts the scheduling, hearing and
public comment dates set out above. Parties shall adhere to the schedule set out above.

IT IS FURTHER ORDERED that persons desiring to intervene in these cases for the
purpose of presenting evidence or cross-examination at hearing shall file a Petition to Intervene
with the Commission no later than June 12, 2002.

IT IS FURTHER ORDERED that the Company comply with the rules for
disconnection of customers with past due bills as set forth above in this Order and in the
Commission’s Rules. |

DONE by Order of the Idaho Public Utilities Commission at Boise, Idaho this ¢ *
day of June 2002.

ATTEST:

el o N

in D.J ewell
M1s31on Secretary

O:GNRWO0101_In

NOTICE OF SCHEDULE AND TECHNICAL HEARING

NOTICE OF PUBLIC HEARING
NOTICE OF INTERVENTION DEADLINE N

NOTICE OF EXTENDED PUBLIC COMMENT DEADLINE Exhibit No. 8
ORDER NO 29046 . 16 Case No. PTE-W-03-1

M. Fuss, Staff
4/1/03 Page 16 of 16



Office of the Secretary
Service Date
August 8, 2002

BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE INVESTIGATION
INTO WHETHER PONDEROSA TERRACE
ESTATES WATER SYSTEM, INC. IS A
PUBLIC UTILITY SUBJECT TO
REGULATION BY THE IDAHO PUBLIC
UTILITIES COMMISSION

CASE NO. GNR-W-01-1

ORDER NO. 29086

N N N e’ N e Nueet’

On June 6, 2002, the Commission adopted interim rates for Ponderosa Terrace
Estates Water System, Inc. effective June 1, 2002 pending the results of the technical and public
hearings held June 20, 2002 in Sandpoint. Order No. 29046. Based upon the record created at
these hearings, additional customer comment and further analysis, the Commission now adopts
an annual revenue requirement for Ponderosa in the amount of $26,604. The monthly rates we
approve are $48 for Full- and Part-Time customers and $25 for Active Service customers. These
rates shall become effective for service rendered on or after August 1, 2002.

I. BACKGROUND

Robaer Cobott, owner of Ponderosa, operates a water system located south of
Sandpoint and southeast of the community of Sagle in Bonner County, Idaho. Approximately 29
full- and part-time customers are connected to the system. There are 33 Active Service
customers—those customers with above ground access to water. A total of 87 lots or parcels are
within the area served by the water system. In Order No. 28845 issued on September 13, 2001,
the Commission found that Ponderosa was operating in such manner as to fall within the
Commi.ssion’sjurisdiction. See Idaho Code §§ 61-124; 61-125; and 61-129.

On November 28, 2001, the Commission issued Order No. 28903 establishing a $20
per month interim rate (the first interim rate) based upon the statewide average rate for small, flat
rate water systems. That Order also scheduled a Show Cause hearing for December 17, 2001 in
Sandpoint. The purpose of the hearing was to permit Mr. Cobott to show cause (if any) why the
$20 per month flat month rate established by Order No.. 28903 was not reasonable and to take
public comment from customers regarding the water service. When it became known that Mr.
Cobott would likely be unable to attend the hearing, the Commission vacated the Show Cause

heaﬁng. Order No. 28917. In its Order vacating the hearing the Commission issued Certificate
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of Convenience and Necessity No. 393 to the Company and reiterated the findings and directives
of its prior Orders.

- On May 7, 2002, the Commission received a letter from Mr. Cobott stating that the
Ponderosa Terrace Estates Water Company was going to have to go out of business because the
rates set by the Commission were too low. He claimed that revenues were down 90 to 95%. He
stated that he had not and would not mail bills to customers with the $20 per month charge
approved by the Commission. He did not agree with the interim rate and would not send a bill

that made it appear as though he accepted the Commission’s authorized rates. Because they did
not receive bills, some customers did not pay for service from December 2001 through April
2002.

bn May 14, 2002, the Commission issued a Notice of Proposed Increase in Rates,
Modified Procedure and Comment/Protest Deadline proposing to increase the first interim rates
so that they produce an annual revenue amount for Ponderosa of $25,282.41. Order No. 29024
at 6. Prior to the May 23 comment deadline, the Commission received comments from the
Commission Staff,' Ponderosa, and several Ponderosa customers regarding what rates should be
implemented for water service. Those comments were discussed in greater detail in Order No.
29046.

Based upon these comments and further analysis, the Commission found it
reasonable to adopt a second set of interim rates - $56.50 for full- and part-time customers and
$6.50 for the remaining customer classes effective June/l, 2002. Order No. 29046 at 10. The
Commission also scheduled a technical and public hearing in Sandpoint on June 20, 2002 to

~ gather'additional evidence on which to establish final rates. Id. at 13-14. The Commission did
not receive any petitions requesting intervention. At the conclusion of the public hearing, the
Commission orally extended the public comment deadline to June 27, 2002 to accommodate
customers who wished to submit written statements. Tr. at 317.

II. REVENUE AND EXPENSES

The Commission took considerable evidence at the technical hearing. regarding the

total amount of annual revenue necessary to operate the utility. Staff Witness Robert Smith

advocated an annual revenue requirement of $26,992.29. Tr. at 10. Although Ponderosa did not

' The Staff should not be confused with the Commission. The Commission’s duty is to regulate every utility and set
rates that are reasonable to both the utility and customers. Idaho Code §§ 61-501 and 61-502. The Commission
Staff may participate as an independent party in any proceeding. IDAPA 31.01.01.37-38.
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recommend a total revenue amount to be collected, it appears from the Company’s testimony
that Ponderosa sought a total revenue requirement of approximately $31,600.

Commission Findings: As noted by Mr. Cobott, the water system thus far has not

received enough revenue to keep up with the bills and expenses. Tr. at 177. In reviewing the
record to establish a revenue requirement that will adequately fund Ponderosa’s expenses, the
Commission considered a variety of factors that influence the amount of revenue required to
fund the ongoing operation of the Company.

Each small water company is unique in its physical assets and liabilities. The

- Ponderosa Terrace Estates Water Company is a small system with two supply wells with a
combined capacity of 25 gallons per minute, 10,000 gallons of storage, and a looped unmetered
distribution system. Tr. at 76. The system is approximately 30 years old. Tr. at 24.

The Commission also considered the limited customer base over which the expenses
can be spread. Ponderosa currently has 81 customers cdnnected to the system, of which 29 are
full- or part-time customers. Tr. at 74. The Commission reviewed the revenue requirements of
similarly situated small water companies to establish a range of reasonable options. Small
northern Idaho water utilities range from nearby Algoma Water Company in Sagle, which has 31
customers and a $6,459 annual revenue requirement, to Spirit Lake East Water Company in
Spirit Lake, which has 237 customers and a $47,828 annual revenue requirement. Staff Exhibit
102.

In establishing a revenue requirement, we consider the financial needs of the
Company and the ability of customers to pay. Our goal is to maintain Ponderosa’s financial
viability without sétting rates so high that its few customers are forced to seek alternate water
supply sources. With these principles in mind and based on the evidence, the Commission finds
it reasonable to authorize Ponderosa to recover $26,604 in annual revenue from its ratepayers.
This amount will allow Ponderosa to recover its prudent operating costs, fairly compensate the
Company for its labor expenses, and allow Ponderosa to earn a fair rate of return on the capital
invested in the water system. If Ponderosa finds that it is under-collecting the authorized
revenue amount, we encourage the Company to notify the Commission so that we may review
the rate design and/or fees.

It is not the Commission’s intent to micro-manage the operating expenditures of

Ponderosa. Although we have not itemized how much revenue should be allocated to each of the
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various expenses incurred by Ponderosa, we expect Ponderosa to use due diligence to insure that
expenditures are made only for appropriate water company activities. As the owner and operator
of Ponderosa, Mr. Cobott shall use his own discretion to prudently allocate the funds generated
by rates in a manner that benefits the ongoing operation of the Company. That said, we strongly
encourage Ponderosa to set aside $2,400 maintenance reserve ($200/month) in a separate
account as recommended by Staff to fund system repair and future upgrades.
A. Rate of Return

One contested revenue réquirement issue was the overall rate of return Ponderosa
should receive for its capital investment. Mr. Cobott testified that most small businesses require
a 15% return in order to justify the capital expenditure. Tr. at 160. In contrast, Staff witness
Smith recommended a 12% rate of return. Tr. at 18-19. He further stated that the Commission
has traditioné.lly allowed small water utilities a higher rate of return than larger utilities because
these small companies are inherently more risky. Id In light of this risk premium, the
Commiésion has allowed a 12% rate of return on equity in recent years as a fair return for small
water companies. /d.

Commission Findings: The Commission continues to find that 12% is a reasonable

rate of return for small water companies in general and Ponderosa in particular — especially given
the low interest rates available during the past few years. This finding, which includes the risk
premium discussed by Staff witness Smith, is consistent with past Commission Orders that
authorized a 12% rate of return for small water companies.?

Although the Commission generally applies a 12% rate of return for small utilities,
we have previously rewarded outstanding customer service by incrementally increasing a
company’s rate of return. For e;xample, in 1985 the Commission granted Boise Water Company
a .25% premium on its common equity return in recognition of Boise Water’s exemplary
management, customer relations and plant addition practices. Order No. 19902. In contrast, the
Commission allowed General Telephone Company in 1987 to collect only 11.5% of the 12% rate
of return on equity that the Commission found .to' be otherwise reasonable until General
Telephone satisfactorily resolved problems resulting from confusing monthly billing statements

and inaccuracies in its rural charges. Order No. 21473 at 10-11.

2 See Case Nos. CAP-W-99-1 (Capitol Water, O.N. 26247), FLS-W-97-1 (Falls Water, O.N. 27110), FLS-W-01-1
(Falls Water, O.N. 28907), GNR-W-96-1 (Valley View, O.N. 27328), MCG-W-98-1 (McGuire Estates, O.N.
27658), TRH-W-95-1 (Troy Ho6ffman, O.N. 28264) and WSM-W-95-2 (Warm Springs Mesa, O.N. 26081).
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We further find that a return lower than 15% is warranted given the public testimony
that numerous custorﬁer telephone calls went unreturned. Tr. at 136, 139, 144, 285-6, 316. The
Commission hopes that by providing the Cornpany the opportunity to increase its future rate of
return by providing exceptional customer service, such cofnmunication problems will cease to
exist. ‘

B. Rent for Use of Water System’s Land

In comments dated May 21, 2002, Mr. Cobott suggested that Ponderosa should pay
him $300/month rent because he personally owns the six acres on which the system’s wells and
pump houses are located. Staff Exhibit 103 at 2. Staff recommended that this rental expense be
disallowed because the real estate in question was “an integral part of the water system dedicated
to public service since before its purchase.” Tr. at 21. Moreover, Staff witness Smith asserted
that the land was jointly conveyed with the water company facilities to Mr. Cobott rather than
separately conveyed. Id. The real estate contract in Staff Exhibit 104 refers to all “well sites.”
Tr. at 122. Mr. Cobott indicated that while the well site is 100° by 100°, it does not include the
tanks or pipes necessary to operate the system. Id. Furthermore, he stated that the real estate
contract only identified the property as dedicated to the well per the requirements of state or local

'govemment, not dedicated to Ponderosa. Id. Mr. Cobott also indicated that as owner of the
property, he personally pays the property taxes owed on the land — not Ponderosa. Tr. at 123.

Commission_Findings: To decide this issue, the Commission reviewed the

underlying real estate contract included in the record as Exhibit 104. This document evidenced
the sale of a water system in 1986 by Mr. Cobott’s in-laws, Bernard and Daisy Reynolds, to
Robaer Cobott and Zaderea Raphael in exchange for $100,000. It states that:

the following described real estate, situate in the County of Bonner, State of

- Idaho, more particularly described as follows, to wit: . . . a water system
servicing the Ponderosa Terrace Estates . . . with all equipment, deeded well
sites, water tank sites, pipe, hydrants, spigots, electrical components, pumps,
water tanks, wells, easements & water rights.

Exhibit 104 at 1. We find the contract unambiguously conveyed the water system to Mr. Cobott
and Zaderea Raphael. The Commission further finds that the contract’s reference to “deeded
well sites” indicates the land where the wells are located was transferred with, and és part of, the
Ponderosa water system. Because the plain meaning of these words indicate that real property

was conveyed in the contract, the Commission does not find it appropriate for Ponderosa to pay
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Mr. Cobott rent for use of land that the contract indicates was included as part of the water
system. The property tax for the well sites, easements, and other real estate is properly an
expense of the utility.
III. RATE DESIGN
A. Monthly Rate Methodologies

During the course of the public comment periods and technical hearing, the
Commission was presented with a variety of rate design options. These rate designs are briefly
described as follows:

Ponderosa: Mr. Cobott testified that rates should cover the expenses that the
Commission determines are appropriate, but that the rate design itself does not matter so long as
the rate covers Ponderosa’s expenses. Tr. at 161. He suggested that resident owners and owners
that have a live-in structure on their property should pay the same amount - $65 per month. Id.
All other lot owners should pay approximately $15 per month. 7d. |

In previously filed comments, Mr. Cobott proposed that full-time customers pay $60
per month and all other customers pay $30 per month. This proposal, which Staff referred to as
“Option #8,” also included a water usage charge of $0.01 per gallon.

Commission Staff: Staff’s rate design was premised upon five types of customers:

1) “Full-Time” customers that have water service to the customer’s permanent residence; 2)
“Part-Time” customers that have water service to an improved lot with a dwelling that is not
considered the customer’s permanent residence; 3) “Active Service” customers that have above-
ground access to water; 4) “Inactive Service” customers that have underground service extended
to their lot that is not readily accessible; and 5) “Former Customers” that do not currently or have
never had water service provided to the lot, even though facilities may have been provided at one
time. Staff Exhibit 107. Staff performed a customer inventory and determined that the system
has 18 Full-Time, 11 Part-Time, 33 Active Service, 11 Inactive Service, and 6 Former Customers
for a total of 87 system customers. Tr. at 74. Based on the system limitations and customer
usage, Staff witness Fuss recommended “Staff Option #3”: Full-Time and Part-Time customers
pay $61.50 per month while Active and Inactive Service customers pay $9.00 per month. /d.
Staff also developed four other rate design alternatives. Staff Option #1 allocated the
revenue requirement only to the 18 Full-Time customers at a rate of $125/month. Tr. at 79.

Assessing rates based on the allocation of fixed and variable costs, Staff Option #2 would
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establish Full-Time and Part-Time customer rates at $32.00 per month while active and inactive
service customers would pay $25.50 per month. Tr. at 80. Taking customer usage into
consideration, Staff Option #4 would require customers to pay the following monthly amounts:
Full-Time $64.00, Part-Time $33.00, Active Service $17.00, and Inactive Service $9.00. Id.
Staff Option #5 attempted to offer a middle ground between Staff’s Option #4 and a rate design
created by customers (which Staff referred to as Option #6). Option #5 would require full-time
customers to pay $52 per month, part-time $33 per month, active service $22 per month, and

inactive service $12 per month. Id.

Public Comment: Customers had the option of indicating their rate design
preferénce through written comment or oral testimony at the June 20 public hearing in
Sandpoint. |

1. Joint Letter. On May 20, 2002, the Commission received a letter signed by 23
customers that detailed a rate design proposal for the Commission’s consideration. Using the
four categories identified by the customer letter, the joint letter recommended that Staff’s
proposed revenue requirement should be collected monthly as follows: $40.00 for Full-Time and
Part-Time customers, $20.00 for Active Service customers, and $10.00 for Inactive Service
customers. Staff’s testimony referred to this proposal as “Option #6.” Exhibit No. 113 at 1.

The joint letter also identified a number of adjustments that would reduce the revenue
requirement. If the revenue adjustments proposed in the customer letter were adopted, the
Commission would authorize Ponderosa to collect $14,621.30 in annual operating costs plus
$1,754.56 for a 12% rate of return. /d. at 2-3. Using these numbers, customers waould pay the
following monthly rates: Full-Time residents $’30.00,' Part-Time residents $15.00, customers
with a “Live Hydrant” $15.00, customers with “No Water Pipe Above Ground” $10.00, and
customers with “No Water Service” $0.00. Id. at 1. Staff’s testimony referred to this as “Option
7.7

2. Individual Letters. The Commission also received several individual letters

concerning rate design issues. These letters generally suggested rates for Full-Time and Part-
Time customers in the range of $20 to $45 per month. One customer agreed with Staff Rate
Option No. 3 and found it to be “very reasonable.” Another customer preferred Rate Option No.
2 with full-time users having a water use meter and paying an additional fee if they use more

than 200 gallons/day to be put in escrow to fund an additional well. This customer later wrote
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that Full-Time and Part-Time customers should be charged $35.00 a month while all other
customer classes charged $20.00 to recover Ponderosa’s reasonable expenses. He felt that this
6.5% increase would “probably keep the full timers in the syster;l rather than out with the IPUC
rate of $56.50.” '

Although she had the community water to her residence shut off two years ago when
faced with significant concerns about water quality, availability and customer service, a third
resident supported the 4-tiered rate scale proposed by the residents in their meeting with the Staff
(Option #6). A different customer agreed that the $30 monthly rate advocated in the customers’
joint letter was “a good offer” and that $61 per month is unjustifiable. This customer also noted
that “most water charges are $20.00 monthly for these systems around the lake in developments
this size.”

A fifth customer stated that he believed an excellent first improvement to the system
would be the installation of water meters to build water conservation into the fee schedule and
allow for tiered rates based on season and usage. This customer did not support the tiered
schedule proposed by the customer petition because he thought it was complex and would
benefit high consumptive users at the expense of other users and the system’s owner.

The Commission also received a letter from a resident that proposed the following
rate structure: $40.00 for Full-Time customers, $35.00 for Part-Time customers, $25.00 for
Active Service customers, and $10.00 for Inactive Service customers. Another customer voiced
her frustration over being held “hostage” by Ponderosa when “we all would have been satisfied

 with $45.00” a month. |

3. Public Hearing Testimony During the public testimony, at least six different '

witnésses specifically addressed the issue of customer rate design. One witness suggested a fée
based upon actual usage measured by a water meter even though the customer would be required
to pay the cost of installing the meter. Tr. at 256. Another witness testified that a monthly water
charge between $30.00 and $35.00 would be equitable for everyone.

A third witness stated that he did a “brief check” with some other people in the area
to gauge what they felt was a fair cost. Tr. at 278. This witness found it interesting that the
group consensus was $30 per household, which was the amount the landowners submitted to the
Commission (in the joint letter — Option #7) as being fair. /d. The maximum monthly charge

advocated by the informally surveyed group was $35.50. Id.
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Another gentleman testified that he felt a monthly water charge in the range of $40 to
$45 would be reasonable. Tr. at 140. He also hoped that part-time customers and seasonal
people could pay a little more to ease the burden of the full-time customers. Id. This witness
also indicated that if rates stay at $56 to $60 per month, some customers (including him) would
drill their own wells to avoid paying such high rates. Tr. at 142. If this were to occur, the
witness indicated that the water system would collapse because “there wouldn’t be anyone left.”
Id

A fifth witness testified that he preferred each lot be charged a flat monthly rate of
approximately $20. Tr. at 200, 203. Part-time and full-time customers would then pay an
additional fee on top of the $20 per lot charge, for a total monthly bill in the range of $33 to $35.
Id

Mr. Alan Miller also testified at the public hearing on behalf of the Department of
Environmental Quality (DEQ). According to Mr. Miller, DEQ hopes that the Commission will
not set Ponderosa’s rates for service so high as to encourage the abandonment of the public water
service in favor of drilling individual wells. Tr. at 262. DEQ is concerned that the drilling of
individual wells may have negative effects on public health given the shallow aquifer and
possible contamination of wells on small lots from neighboring septic systems. Tr.261-62.

Commission Findings: Based upon the record presented in this case and the need to

balance Ponderosa’s reasonably incurred costs with affordable customer rates, the Commission

finds it appropriate to authorize the following monthly rates for service on and after August 1,

2002:
CUSTOMER GROUP DEFINED AS MONTHLY RATE
Full-Time Customer An improved lot with a dwelling that is $48.00

used as a permanent residence and is the
customer’s primary dwelling place. '
Part-Time Customer An improved lot with a dwelling that is $48.00
not the customer’s permanent residence
or primary dwelling place.

Active Service Customer Service is extended to the lot and has $25.00
above-ground access to water.
Inactive Service Customer | The lot does not have above-ground $0.00

access to water.
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For the purpos/e of determining Ponderosa’s customer groups, a “dwelling” is defined
as any structure that can provide shelter and is located on the lot or parcel for more than 15 days
per month or 6 months per year. A “primary dwelling place™ is defined as the single place
which the customer has his or her true, fixed and permanent home and principal establishment,
and to which the individual intends to return whenever he or she is absent. The primary dwelling
place is also where the customer resides on January 1 and: (i) at least six (6) months during the
prior year; or (ii) the majority of the time the customer owned the dwelling if owned by the
customer more than one (1) year; or (iii) the majority of the time after customer first occupied
the dwelling if occupied by the customer for less than one (1) year.

The Commission finds this rate structure to be appropriate for the Ponderosa system
because it allocates variable costs to the customers that are likely to be using the system (full-
time and part-time customers) while generally allocating the fixed costs to all customers who
have above ground access to water. Although some customers testified or commented that part-
time customers use less water and therefore should pay less than full-time customers, we find it
is reasonable to charge both groups the same rate because Ponderosa would otherwise have
difficulty ascertaining which customers were in residence so as to differentiate between full-time
and part-time status. Under this rate design, any Ponderosa customer that frequently has a
dwelling located on an improved lot will be charged the $48.00 rate. The current customer class
and rate of each Ponderosa customer (identified by block and lot number) is listed as Attachment
1 to this Order. ‘

As noted by both Ponderosa and Staff, each small water system is unique. Staff and
several customers testified that the Commission’s proposed and interim rates are significantly
higher than nearby small water systems. Ponderosa’s rates are higher for several reasons. First,
the Ponderosa system has a small custorﬁer base from which it can recover its costs. Second,
Ponderosa requires substantial amounts for ongoing maintenance and repair due to the age of the
system. The Ponderosa system also has a relatively limited and costly water supply that
necessitates greater investment in well drilling, chlorination equipment and pumping costs.

The Commission also directs the Company to adopt and implement the Commission’s
Utility Customer Relations Rules (UCRR), the Commission’s Utility Customer Information

Rules (UCIR), and an accounting system consistent with the information required by the

? The definition of “primary dwelling place” is based on Idaho Code § 63-701(9)(a).
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Commission’s annual report for small water companies. IDAPA 31.21.01; 31.21.02; 31.36.01.
Ponderosa shall file tariffs or schedules of these rates and charges no later than 28 days from the
service date of this Order. We direct the Staff to assist the Company in preparing the necessary
tariffs and we encourage Ponderosa to make use of Staff’s expertise in making such filings.

B. Fees and Other Charges

The Commission also took testimony and comment on the fees and chargés
Ponderosa should assess. Hook-Up fees, Disconnection Fees, Reconnection fees and Late
Payment/Interest fees are discussed in greater détail below.

1. Hook-Up Fee: Staff witness Fuss recommended that former customers that wish
to begin taking service be required to pay a $2,500 hook-up fee. Tr. at 82. This $2,500 hook-up
fee is based on Mr. Fuss’s analysis of the cost for a new source and the approximate number of
customers that could be served by the new source. Tr. at 82-3. Staff believes the hook-up fee
will provide incentive because any customer that pays the monthly rate would avoid the hook-up
fee should they ever wish to take water service in the future. Tr. at 83. It would also promote
equity by assessing customers that do not currently take service their share of the cost of a new
source when or if they choose to begin taking water service. /d. Ponderosa witness Cobott also
advocated a $2,500 hook-up fee for customers that wished to reconnect to the system and had
been removed from the system for greater than one year. Tr. at 161.

Commission Findings: We find it is reasonable for all landowners that benefit from

the Ponderosa system by taking water service to contribute to the funding of new water supplies
and maintenance of the system. Based upon Staff witness Fuss’s analysis and the agreement of
the Company, the Commission finds it reasonable for Ponderosa to assess a $2,500 hook-up fee
for new customers and inactive service customers® that wish to begin taking water service.
However, the Commission also finds it appropriate to allow a grace period for inactive service
customers to change their customer class to avoid this sizable fee and begin making monthly
payments. This grace period is discussed in greater detail below.

2. Disconnection Fee: Ponderosa witness Cobott testified that disconnection and

reconnection fees for customers with delinquent bills should be at least $50.00 each. Tr. at 161.

Staff did not propose a disconnection fee and recommended only a reconnection fee.

* The definition of “Inactive Customers” adopted by the Commission includes those customers that Staff referred to
in its testimony as “Former Customers.”
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Commission Findings: The Commission has traditionally not allowed water

companies to charge a disconnection fee because it is primarily a collection tool that protects the
company from providing future service without receiving just payment. The Commission does
not authorize rates for the purpose of punishing customers that do not pay their bills. Rather, we
approve rates that allow the utility to recover its legitimate and reésonable costs of operation plus
a reasonable return. After properly disconnecting a customer’s service according to the
Commission’s Rules, the Company need not reconnect a customer until such time as the
customer has paid any amounts previously owed to Ponderosa and the reconnection fee

| discussed below. Ponderosa’s proposal to charge customers with delinquent bills a $50
disconnection fee is therefore denied.

3. Reconnection Fee: Ponderosa recommended two different reconnection fees.

After a customer’s service has been disconnected for non-payment, Ponderosa advocated
imposition of a $50 reconnection fee. Tr. at 161. When a customer is current in their water bill
but is leaving the premises for a significant period of time, Mr. Cobott recommended that a $10
charge be assessed'to physically turn the water off or on. Tr. at 183-84, 186-190. Staff witness
Fuss recommended a $25 fee for routine reconnection of service after the customer has had their
service turned off for the season, for customer maintenance, or after involuntary disconnection
for non-payment. Tr. at 85.

Commission Findings: As Staff witness Fuss noted, the Commission typically

authorizes reconnection fees in the range of $25 to $35 for small water companies. Tr. at 85.
Given the nature of the Ponderosa system, the Commission finds it reasonable for Ponderosa to
collect a $35 reconnection fee for customers seeking to resume service after an involuntary
disconnection for non-payment, or a voluntary disconnection for maintenance or an extended
customer absence from the property.

4. Late Payment and Interest Fees: Mr. Cobott testified that Ponderosa would like

to charge customers who are more than 30 days late in paying their bill a $10.00 late fee per lot
plus 18% interest on the delinquent amounts. Tr. at 161. Staff witness Fuss did not propose
such charges and testified that generally “. . . late fees, billing service charges, or interest charges
are not allowed at this time.” Tr. at 86.

Commission Findings: The Commission has historically rejected implementing late

payment charges and interest on past due bills for non-energy services. Energy utilities are
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sometimes allowed to collect interest because Commission Rules restrict energy utilities’ ability
to terminate service to customers in the winter months. Because no such restrictions are in effect
for water utilities, the Commission has not yet authorized water utilities to use late payment
charges or chafge interest. Because Ponderosa is not subject to a winter disconnection
moratorium, the Company’s proposal to implement a $10 late fee per lot plus charge 18%
interest on unpaid bills is denied. However, Ponderosa may wish to explore payment plans that
make it more convenient for customers to pay their bills (i.e, pre-payment or lump sum payment
for part-time customers).
C. Grace Period to Change Customer Classes

If a customer wishes to connect to the system in the future that: 1) had never
previously connected to the system or 2) was connected but left the system by choice, Staff
recommended that the customer be required to pay a hook-up fee. Tr. at 83-84. Because the
customer would not have paid anything to maintain the system, Staff suggested that a hook-up
fee bé established in the amount of $2,500 for new customers and any customer wishing to
reconnect after a 60-day grace period. Id This grace period would allow customers the
opportunity to change customer classes and begin making monthly payments. Once the grace
period has expired, all new connections or new service to those not paying a monthly rate would
require payment of this $2,500 hook-up fee. Ponderosa did not indicate a preference for or
against such a grace period.

Commission Findings: The Commission believes it is possible that former

customers that were either removed from the system or chose to leave the system may wish to
reconnect now that Ponderosa is regulated with established service rates. Conversely, a
customer may now wish to leave the Ponderosa system and switch to the Inactive Service
customer class. While a customer can now discontinue service at any time regardless of whether
a grace period is in effect, this customer now does so with the knowledge that a future
reconnection could be expensive. To this end, the Commission finds it reasonable to allow
customers to change customer classes, particularly from Inactive to Active Service, without
being subject to the $2,500 hook-up fee authorized above until October 15, 2002. The $2,500
hook-up fee for new customers and those previously in the Inactive Service customer class will
go into effect as. 6f that date. Customers that wish to change customer classes shall notify

Ponderosa of their intent no later than October 15, 2002.
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To provide proper notice to individuals who are or potentially could be Ponderosa
customers, the Commission directs the Commission Secretary to send a copy of this Order to all
lot and parcel owners on the Ponderosa system by August 20, 2002. This Order shall act as
notice of the rates and the grace period authorized in this Order so that potential and current
customers can make educated decisions whether to take service from Ponderosa and under which
customer class.

D. New Connections

In Order No. 28845, the Commission restricted all new connections to the system in
light of concerns that Ponderosa may have i;ladequate water supply to serve existing customers.
Staff witness Fuss testified that the Commission’s restrictions on new hook-ups should be
modified to allow up to a maximum of 37 full-time or part-time connections (eight more
customers). Tr. at 78-79. Moreover, Staff believes this number could.be increased if additional
supply is developed or Ponderosa can provide an engineering analysis by a registered engineer
indicating that the system can serve more customers. Tr. at 79. ’

Testifying on behalf of Ponderosa, Mr. Cobott stated that the system should only be
allowed the number of hook-ups that the system can handle. Tr. at 160. While he agreed with
the 37 hook-ups at present, Mr. Cobott testified that only full-time users (not part-time) should
be considered. Tr. at 160, 168. _

At the public heaﬁng, Mr. Alan Miller testified on behalf of DEQ that the
Commission should consider limiting water service to the current number of customers. Tr. at
262. Because Ponderosa has a demonstrated history of seasonally inadequate water supply, DEQ
recommends that the Commission permit no additional connections until the water system can
accurately document that the current water supply is adequate on a year-round basis. Id. Mr.
Miller also recognized that the water system “does not have enough connections to be a viable
entity.” Tr. at 263.

Commission Findings: As we have previously indicated, the Commission does not

regulate the drilling of private wells. However, the Commission is quite aware that this Order
will impact private well drilling to the extent that the rates we set and the number of customers
we allow affect the economic viability of Ponderosa.

We find it appropriate to allow the maximum number of customers the Ponderosa

system can safely serve. According to'Alan Miller of DEQ, the system has not run out of water
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since the second well was drilled with some limited short-duration exceptions at higher
‘elevations. Tr. at 264. This was true even though a drought effectively occurred last year in
northern Idaho due to rapid run-off of a near-normal snowpack. Tr. at 265. The best information
currently available on the quantity of water provided by Ponderosa’s two wells is the 1999
Taylor Engineering Consultants report upon which Staff made its recommendation. Until such
time as Ponderosa acquires additional water supplies or can provide an engineering analysis
indicating that the system can serve more customers, the Commission finds it in the public
interest to limit the number of customers connected to the Ponderosa system to 37 full-time and
part-time customérs.
E. Water and Service Quality

During the public hearing, the Commission took considerable testimony from
customers who were concerned about the system’s water quality. Although DEQ is the state
agency that formally regulates water quality, we direct Ponderosa to maintain satisfactory water
quality as required by DEQ. See Idaho Code § 61-302.

Witnesses at the public hearing also expressed concern about the ability of Ponderosa
to promptly address maintenance issues and emergency situations. We also direct Ponderosa to
ensure that an on-site troubleshooter is always available to handle such concerns. The
Commission was also pleased to note Mr. Costello’s experience in these matters and his offer to

» assist the system. Tr. at 292, |
IV. BILLING AND DISCONNECTION

During the technical hearing, Mr. Cobott reiterated his need to know how to handle
past-due amounts owed to Ponderosa by its customers — particularly amounts incurred prior to
the Commission exerting jurisdiction over Ponderosa in September 2001. Tr. at 165-66. To
minimize any potential confusion on the part of Ponderosa or its customers, we believe it is
appropriate to reiterate the billing and disconnection procedures previously set forth in Order No
29046 and contained in our Utility Customer Relations Rliles, IDAPA 31.21.01.

A. Billing and Disconnection for Service Since September 2001

On September 13, 2001, the Commission found that Ponderosa was providing utility

service that falls within the Commission’s jurisdiction. Order No. 28845. As such, the

Commission’s Customer Relations Rules are applicable to both the Company and customers.
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Although Utility Rule 201 states that bills shall be issued on a regular basis, it is the
Commission’s understanding that Ponderosa did not bill customers for water service for the five
months between December 2001 and April 2002. IDAPA 31.21.01.201. The Commission’s
Order No. 28903 established an interim rate of $20 per month and customers may still owe
Ponderosa $20 per month for each of these five months. Rule 204.03 provides that customers
who have not been billed shall be given the opportunity to make payment arrangements over the
telephone, by mail, or in person under Rule 313 on the amount due. At the customer’s option,
the term of the payment arrangement may extend for the length of time (five months) that the
customer was not billed. IDAPA 31.21.01.204.03. For example, residential customers who did
not pay Ponderosa for water service for those five months shall pay $56.50 for June 2002 water
service plus $20 toward the previously unbilled amount ($100) owed to Ponderosa. Customers
may have up to five months to repay the full $100.

Because water service is not free of charge, we presume that customers promptly pay
their water bills. If the customer fails to pay the current month owed and/or the arrearage portion
(520 per month for each of the next five months) when due, Ponderosa may disconnect the
customer under Rule 302 for failure to pay an undisputed delinquent bill. Rule 202(1) states that
a bill may be considered delinquent if not paid fifteen (15) days after the billing date or twelve
(12) days after mailing or delivery, if bills are mailed or delivered more than three (3) days after
the billing date. IDAPA 31.21.01.202.01.

If the utility intends to terminate service under Rule 302, the utility shall mail a
written notice of termination to the customer at least seven (7) calendar days before the proposed
date of termination. IDAPA 31.21.01.304.01. Furthermore, this written termination notice must
contain the information required by Rule 305. At least twenty-four (24) hours before actual
termination, the utility must diligently attempt to contact the customer affected, either in person-
or by telephone, to advise the customer of the proposed action and steps the customer may take
to avoid or delay termination. IDAPA 31.21.01.304.02. This oral notice must contain the same
information required by Rule 305. The Commission understands that Ponderosa has out-of-state
customers that are difficult to contact in person or by telephone for the purpose of prbviding 24-
hour notice. In those instances, a “diligent attempt” to contact the customer may mean mailing
the 24-hour notice to the customer’s primary address but allowing several days for the customer

to receive the notice and respond prior to disconnection.
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These disconnection procedures still apply once the previously unbilled five months
have been paid in full. The Commission would also note that because regulated utilities like
Ponderosa can use disconnection as a collection tool, regulated utilities are generally prohibited
from filing liens against property to secure the amounts owed.

' In sumrhary, the Commission recognizes that this case presents difficult issues
regarding the creation of rates and designation of customer classes. To assist both the Company
and its customers in understanding their responsibilities, we now summarize the various rates
that have been in existence since September 2001. For services provided in September, October
and November 2001, the monthly rate was $60.00 per month for resident customers and $30.00
for non-resident customers. Order No. 28845. For service rendered during the months of
December 2001 through May 2002, all customers receiving service owe $20.00 per month.

Order No. 28903. For June and July 2002, the rate for monthly service for Full and Part-Time
customers was $56.50; all other customer classes owe $6.50 per mohth. Order No. 29046 at 10.
Finally, the rates on a going forward basis for service rendered on or after August 1, 2002, shall
be $48.00 per month for Full and Part-Time customers, and $25.00 per month for Active Service
customers.

B. Billing and Disconnection for Service Prior to September 2001

The Commission understands that some customers have arrearages for unpaid bills
extending before September 2001. We encourage the Company and its customers to reach an
agreement regarding charges for water prior to September 2001. Because the Commission did
not set the rates prior to September 2001, we believe that our utility collection methods should
not be used to collect the arrearages. To prevent any misunderstanding on the customer’s
account, any amounts owing prior to September 2001 should not be included in the current bill.
Of course, Ponderosa may seek collection by other means — including small claims court.
Because the Company has judicial remedies available, Ponderosa shall not use the Commission’s
disconnect procedures for non-payment of amounts owed prior to the Commission asserting
jurisdiction over the Company.

Y. MEMBER OWNERSHIP
Several customers indicated that residents would be best served by creation of a

water district or homeowners’ association that could hire Larry Fairfax to maintain the system.
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As was noted in a 1980 rulemaking for Class D° Water Companies, “. . . the Commission may
find it in the public interest because of service considerations to promote conversion of
ownership of a small water company to public ownership or its merger with a more viable
entity.” Order No. 21208; see also IDAPA 31.36.01.101. In most cases, it is more beneficial to
all parties involved if a homeowner’s association or a water district is formed. Formation of a
member-owned or non-profit entity may allow customers greater control over the water system’s
management and reduce rates by eliminating return on equity. This arrangement would also
reduce Mr. Cobott’s regulatory burden, eliminate considerable legal liability as owner of the
system, and allow him to devote his attention to business endeavors that have a greater profit
potential than this barely viable part-time business.

The Commission is particularly concerned that Ponderosa is on the brink of a “death
spiral” in which customers leave the system, further increasing rates to remaining customers and
reducing Company profit until such time as the Company ceases operating and the owner loses
his investment. See Order No. 21292. Thus, we strongly encourage Mr. Cobott and the residents
of the Ponderosa Terrace Estates Subdivision to further explore the possibility of forming a
homeowner’s association, water district, or another consumer-owned not-for-profit organization.

ORDER

IT IS HEREBY ORDERED that Ponderosa Terrace Estates Water System, Inc. is
authorized to collect an annual revenue requirement of $26,604. Full-Time and Part-Time
customers (as defined above) shall pay a flat rate of $48 per month. Ponderosa shall also charge
Active Service customers (as defined above) $25 per month. These rates are effective for service
rendered on and after August 1, 2002.

IT IS FURTHER ORDERED that the Commission Secretary send a copy of this
Order to all lot and parcel owners on the Ponderosa system by August 20, 2002 to notify them of
the rates and grace period discussed above.

IT IS FURTHER ORDERED that the Company comply with the rules for
disconnection of customers with past-due bills as set forth above in this Order and in the
Commission’s Rules. The Company shall also adopt and implement the Commission’s Utility

Customer Relations Rules (UCRR), the Commission’s Utility Customer Information Rules

5 Companies with less than $50,000 annual gross water revenues from water operations.

ORDER NO. 29086 18 Exhibit No. 9
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(UCIR), and an accounting system consistent with the information required by the Commission’s
annual report for small water companies.

IT IS FURTHER ORDERED that the Company shall file tariffs in conformance with
the rates and charges set forth in this Order no later than 28 days from the service date of this
Order.

IT IS FURTHER ORDERED that Ponderosa not exceed 37 full-time and part-time
customers connected to the Ponderosa system at any given time.

IT IS FURTHER ORDERED that Ponderosa maintain satisfactory water quality as
required by DEQ. Ponderosa shall also ensure that an on-site troubleshooter is always available
to address maintenance, repair and service quality matters.

THIS IS A FINAL ORDER. Any person interested in issues finally decided by this
Order or in interlocutory Orders previously issued in Case No. GNR-W-01-1 may petition for
reconsideration within twenty-one (21) days of the service date of this Order with regard to any
matter finally decided in this Order or in interlocutory Orders previously issued in Case No.
GNR-W-01-1. For purposes of filing a petition for reconsideration, this order shall become
effective as of the service date. Idaho Code § 61-626. Within seven (7) days after any person
has petitioned for reconsideration, any other person may cross-petition for reconsideration. See
Idaho Code § 61-626.

ORDER NO. 29086 19 Exhibit No. 9
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DONE by Order of the Idaho Public Utilities Commission at Boise, Idaho this 8’%‘

PAUL KJELLA@ER%RESIDENT

Ohedle 150 R

MARSHA H. SMITH, COMMISSIONER

, COMMISSIONER

ATTEST:

2N \Na'W |

J ed\x;i D. Jewell U
Commission Secretary

O:GNRWO010! _In2_final

Exhibit No. 9
~ Case No. PTE-W-03-1
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SUMMARY OF RATES FOR PONDEROSA WATER SINCE IPUC
ASSERTED JURISDICTION IN SEPTEMBER 2001

SERVICE PERIOD CUSTOMER CLASS AUTHORIZED
- MONTHLY RATE
September — November 2001 | * Resident Customers = $60.00
* Non-Resident Customers | = $30.00
December 2001 - May 2002 |+ All classés taking service | = $20.00
June — July 2002 * Full-Time Customers | « $56.50
* Part-Time Customers . » $56.50 |
- Active Service Customers = § 650
| = Inactive Service Customers - $ 6.50
« Former Customers - § 6.‘50
August 2002 - future » Full-Time Customers | « $48.00
+ Part-Time Customers = $48.00
| = Active Service Customers « $25.00
- Inactive Service Customers - § 0.00
Definitions

» Full-Time Customer An improved lot with a dwelling that is used as a permanent residence
and is the customer’s primary dwelling place.

* Part-Time Customer: An improved lot with a dwelling that is not the customer’s permanent
residence or primary dwelling place.

* Active Service Customer: Service is extended to the lot and has above-ground access to water.

- Inactive Service Customer: The lot does not have above-ground access to water.

» Former Customer: Water service is not currently or has never been provided to the lot or
parcel, even though the facilities may have been provided at one time. Exhibit No. 9
Case No. PTE-W-03-1

M. Fuss, Staff
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Office of theSccretary
Service Date
- September 25, 2002

BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE INVESTIGATION
INTO WHETHER PONDEROSA TERRACE
ESTATES WATER SYSTEM, INC. IS A
PUBLIC UTILITY SUBJECT TO .
REGULATION BY THE IDAHO PUBLIC
UTILITIES COMMISSION

CASE NO. GNR-W-01-1

ORDER NO. 29123

~In ﬂnaIIOrder No. 29086 issued on Augu.st 8, 2002, the Commission established an

annual revenue requirement for Ponderosa Terrace Estates Water System in the amount of

$26,604. Order No. 29086. To collect this amount, the Cornm1ss1on authorized Ponderosa to
collect monthly rates in the amount of $48 for Full-Time and Part-Time customers and $25 for -

Active Service customers.) These rates became effective for serviee rendered on or after August

1, 2002. Following issuance of Order No. 29086, the Commission received a Petltlon for

Reconsideration filed by Mr. Lyle Peterson to which Ponderosa filed a Cross-Petition. Having

| fully reviewed the Petitions and the record in this matter, the Commission denies the Petitions as

set out in greater deteil below. ’
PETITIONS FOR RECONSIDERATION
A. Petition from Lyle Peterson
1. Excessive Rates: On August 28 and 29, 2002 Mr. Lyle Peterson submitted

several e-mails that were intended to collectively constitute a Petition for Reconsideration. Mr.
Peterson requested that the Commission reconsider the flat monthly rates it set for Ponderosa.
According to his Petition, Mr. Peterson believes that a rate in excess of $40.00 per month for
Full- and Part-Time customers “will cause the customer to either move to another location or put
in a well.” Moreover, he stated his belief that “the $25.00 rate for active customers will also
cause customer dilution.” Mr. Peterson stated that he would like Ponderosa “to survive,” but
setting “excessive rates that owners cannot afford to pay” will “hurt the utility and cause
customers to leave the system.” In short, Ponderosa “needs to be more cost effective and-show

water service stability.”

1 . . .
“Active Service” customers have service extended to the lot and have above-ground access to water.

' Exhibit No. 10
ORDER NO. 29123 1 Case No. PTE-W-03-1

M. Fuss, Staff
4/1/03 Page 1 of8



On the issue of rates, Mr. Peterson further stated that the Full-Time and Part-Time
rates have “already caused at least 5 lots to go to wells & by the 1** of 2003, another 5 & maybe
another 3 by early 2003.” He aréu'éd.fhat 1t is “not in the interest of the citizens of Idaho to have
the [PUC provide excessive customer rates for a questionable utility operation.”

. 2. Lot Classification: Mr. Petersoﬁ also took issue with the classification of 14 lots

owned by Ponderosa owner Robaer Cobott and his family. His Petition advocated adding these

14 1nactive lots to the ratebase for active service customers. ‘Since these lots are controlled by

the utility, Mr. Peterson argued that they should be treated as active service customers rather than
. inactive. According to the Petition, the cost to change these lots from inactive to active service

would be approximately $100 or less for the cost of 4 feet of pipe, a spigot, and an hour of
" excavation work.

3. Hook- -up Fee: The Petition also found fault with the $2, 500 hook-up fee
authonzed in Order No. 29086. Mr. Peterson argued the $2,500 fee is unreasonable because the
Commission made no provision for this money to go into an account for fu_ture water sources.
Furthermore, Mr. Peterson questioned whether this fee would ever be a factor on the inactivé lots
when Robaer Cobott and his family own half of them. He believes that the fee to hoo.k-up an
inactive customer should be the actual cost ~ approximately $100 — unless the fee is ordered to
be placed in a future water source account because Mr. Cobott controls most of the inactive lots.

| Mr. Peterson does not believe that hook-ups will occur with “excessive rates” and hlgh hook-up
fees that “w111 not keep customers in the system.” '
. In regards to the method of Recons1deratioﬁ he seeks, Mr. Peterson stated that
Reconsideration by “comments or any other method would be fine.” |
B. Ponderosa’s Cross-Petition

On September 6, 2002, Ponderosa responded to Mr. Peterson’s Petition for

Reconsideration by filing a Cross-Petition.

1. Lot Classification: Mr. Cobott stated that he and his family own 11 inactive lots,

not 14 lots as alleged by Mr. Peterson. In any event, Mr. Cobott argued that his lots fall under
the same rules as any other landowner with regard to the hook-up fee. While stating that it is his
right to keep his lots inactive like any other inactive landowner, Mr. Cobott recognized that he

will also have to pay the $2,500 hook-up fee per lot when service is needed in the future.

: Exhibit No. 10
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2. Hook-up Fee: Ponderosa’s Cross-Petition took issue with Mr. Peterson’s
assessment that a new connection would require only one hour of labor. The Company estimated
that the minimum amount of time to escavate, shut off the water, make repairs, acquire parts, and
monitor the system for leaks once the water was tumed on was four hours. This estimate did not
include the. cost of the parts, the time necessary to go to town to purchase them, or any
unforeseen difficulties. Ponderosa stated that the $2,500 hook-up fee is necessary to enable “the
water system to make future well sites and whatever else it needs to provide water to Ponderosa
customers.”

3. Inadequate Revenues: Mr. Cobott also réquested that the Commission reconsider

the rate schedule because the number of customers on the Ponderosa system has changed greatly
since the Commission established the revenue requirement. His Cross-Petition indicated that
eight dwellings and three active service customers are no longer connected to the Ponderosa
systerh because of wells being put in. Mr. Cobott stated “this amounts to a loss of revenue of
$459.00 per month or $5,508.00 per year.” |
COMMISSION DISCUSSION AND. FINDINGS
. The Commission has reviewed and considered final Order No. 29086, the Petitions
filed by Mr. Peterson and Ponderosa, and the record in this case. |
A. Standards for Reconsideration
Reconsideration provides an opportunity for a party to bring to the Commission’s
‘attention any issue previouély determined and thereby provides the Commission with an
opportunity to rectify any mistake or omission. Washington WateI" Power Co. v. Kootenai
Environmental Alliance, 99 Idaho 875, 591 P.2d 122 (1979). In those instances where an
»'aggr_ieved i)arty asks the Commission to reconsider its decision based upon the reco»rd,’ it may
simply do so. The Commission may also grant reconsideration by rehearing if .it intends to take
additional evidence or afgument. If reconsideration is graﬁted, the Commission must complete
its reconsideration within 13 weeks after the date for filing petitions for reconsideration. Idaho
Code § 61-626(2).  If the Commission grants reconsideration, it “must issue its order upon
. reconsidération within twenty-eight (28) days after the matter is finally submitted for
reconsideration.” Id.
The Commission’s Rules of Procedure set out the requirements to which petitions for

reconsideration must conform. To allow parties to timely respond to reconsideration filings,

Exhibit No. 10
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Rule 63 provides that all documents must be served upon the representatives of every party of

record. IDAPA 31.01.01.063. Rule 331 requires petitions and cross-petitions for

reconsideration to “set forth specifically the ground or grounds why the [cross-] petitioner

contends that the order or any issue decided in the order is unreasonable, unlawful, erToneous or

’not in conformity with the law, and a statement of the nature and quantity of evidence or
argument the [cross-] petitioner will offer if reconsideration is granted.” IDAPA

31.01.01.331.01. To allow the Commission to consider the relief requested by the petitioner,

Rule 331.03 requires that a petition or cross-petition for reconsideration “must state whether the

[cross-] petitioner. . .requests reconsideration by evidentiary hearing, written briefs, comments,

or interrogatories. . . .” IDAPA 31.01.01.331.03.

Although Idaho Code § 61-626(1)‘and Commission Procedural Rule 331 allow a
party to cfoss-petition for reconsideration in response to any issues raised in a petition for
reconsideration within seven days, they also state that a petition for reconsideration must be filed
within 21 days after the date of the Order from which reconsideration is sought. Idaho Code §
61-626(1) also provides:

Cross-petitions for reconsideration may be granted if any petition for

‘reconsideration to which they respond is granted on the issues to which the

cross-petition is directed, but cross-petitions for reconsideration will be

denied when the petitions for reconsideration to which they are directed are

denied.

Because a cross-petition for reconsideration will be granted only as to tho‘se issues
that respond to an issue initially raised in a petition for reconsideration, the scope of as cross-
peﬁtion for -réconsidération is limited to those issues raised in a petition for reconsideration.
Eagle Water Company, Inc. v. Idaho Public Utilities Commission, 130 Idaho 314, 940 P.2d 1133
(1997). Thus, new reconsideration issues cannot be raised outside of the 21 day reconsideration
period. |

While Mr. Peterson requested reconsideration by “comments or any other method,”
APonderosa’s reconsideration relquest did not specify the method of reconsideration the Company
sought. Fufthermore, neither Petition specified “the nature and quantity of evidence or argument.
the petitioner will offer if reconsideration is granted.” IDAPA 31.01.01.331.01. We took
extensive testimony during the evidentiary public hearings (totaling 318 pages) held in Sandpoint

on June 20, 2002. Thus, the Commission finds that another comment period is not required. Mr.

Exhibit No. 10
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Peterson’s Petition for Reconsideration offers to produce no new evidence of a nature relevant to
the issues raised in Order No. 29086. For these reasons plus those identified below, we find it
reasonable to deny Mr. Peteréon’s Petition for Reco_néideration and consequently the Company’s
Cross-Petition as well. Idaho Code § 61-626(2).

B. Disputed Issues

1. Excessive Rates: As we recognized in Order No. 29086, the ?onderosa Terrace
‘Estates Water Company is a small system with limited resources. It has approximately 29
customers, 2 supply wells with a combined capacity of only 25 gallons per minute, and a 30-‘year .
old infrastructure. While wé understand that customers would like less costly water service, the
Commission cannot alter these physical system characteristics when setting rates.

In establishing a revenue requirement and the rates required to recover this amount,
we gonsidered the financial needs of the Company and the ability of customers to pay. As we
stated in Order No. 29086, our goal is to maintain Ponderosa’s financial viability without setting
rates so high that customers are forced to seek alternate water sﬁpply sources. After conducting
evidentiary and public hearings on these issues, the Commission determined that Ponderosa
needed to recover $26,604 in annual revenue from its ratepayers to meet its prudent and
reasonable operating costs, fairly compensate the Company for its labor expenses, and allow

" Ponderosa to earn a fair rate of return on the capital invested in the water system. |
Mr. Peterson’s Petition identifies the need for lower rates. However, he does not
" offer any cost evidence j u-stifying a reduced revenue requirement and lower rates. Although we
understand Mr. Peterson’s argument, we are compelled to set rates that are reasonable to both the
Company and the customers. Idaho. Code §§ 61-502, 61-623. We also note that the $48 monthly
rate for Full- and Part-Time customers approved in Order No. 29086 is significantly less than the
$60 rate being charged by the Company last autumn. Based upon the evidence before us, we
affirm the revenue requirement and monthly rates established in Order No. 29086.

2. Lot Classification: Mr. Peterson’s Petition advocated that the inactive lots owned

by Mr. Cobott be included as active service customers. This would result in additional monthly
income to the Company. While it is true that classifying the lots owned by Mr. Cobott and his
family as “active service” rather than “inactive” would allow rates to be spread over a greater
number of customers, neither Ponderosa nor the Commission can force a potential customer to

take service. Idaho Code § 61-315 states: “No public utility shall, as to rates, charges, service,

' - Exhibit No. 10
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facilities or in any other respect . . . subject any- corporation or person to any prejudice or
~disadvantage.” This statute also empowers the Commission to determine any question of fact
a’rising" under this section. If Ponderosa or the Commission were to require the Cobott family
lots to change classiﬁcétion merely because of their relationship to the Company’s owner, the
owners of the lots would clearly be disadvantaged or penalized in a manner that unrelated
customers are not. Moreover, these inactive lots will be subject to the $2,500 hook-up fee when
 service is connected at a future date — just as would any other Ponderosa customer. |

3. Hook-up Fee: Next, Mr. Peterson asserted that the hook-up fee is too high. The
$2,500 hook-up fee is designed to cover not only the physical installation costs of extending
service above the ground, but also to fund ongoing maintenance and new supply sources for the
aging Ponderosa system. Absent such a fee, the Commission does not believe it is‘ fair for long-
term customers to fund a system from which new customers could acquire service without a
similar investment. The $2,500 hook-up fee is an attempt to quantify the long-term investment
made by existing Ponderosa customers in addition to the actual cost to hook-up a new custbmer.

While the Commission understands Mr. Peterson’.s‘concem that the $2,500 fee could
get lost in the financial books absent placement in a separate account, we are confident that such
funds will be properly booked. Prior to .approving any rate increase or authorizing additional -
debt for new capital investment, the Commission and Staff reviews the financial records of the
utility. After reconciling the previous customer inventory with the current number of customers
in -each class, the Cémmissioﬁ will be able to determine how much money Ponderosa has
received in hook-up fees. The Commission expects Ponderosa to utilize hook-up fees to provide
system improvements and to account for any maintenance expenditures;

4. Ponderosa Cross-Petition: Having denied the Petition for Reconsideration, the

responding Cross-Petition is deemed denied. However, one issue in the Cross-Petition should be
addressed.

In opposition to Mr. Peterson’s contention, the Cross-Petition afgued that the rates -
should be reconsidered because they were too low. For this argument to be properly considered
by the Commission, the Company would have had to file within the 21-day reconsideration
period, not during the 7-day cross-petition period that followed. Because Ponderosa’s Cross-

Petition for Reconsideration was not filed within 21 days of Order No. 29086, it was not timely
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as a petition for reconsideration. “[C]ross-petitions for reconsideration will be denied when the
petitions for reconsideration to which they are directed are denied.” Idaho Code §61-626(1).
Although the Idaho Code and case law does not permit us to grant Ponderosa’s
requested reconsideration of its declining revenues in this contéxt, the Commission continues to
be concerned about the financial viability of Ponderosa. In Order No. 29086, we set a grace
' period for customers to change customer classes without being subject to the $2,500 hook-up fee
until October 15, 2002. To allbw the Commission to monitor Ponderosa’s changing customer
base, we direct Ponderosa Terrace Estates Water System and Commission Staff to subrhit a
report to the Commission no later than November 25, 2002 detailing changes to the number of
customers in each class and the impact these changes will have on Ponderosa’s revenues.
| In sum, we deny Mr. Peterson’s Petition for Reconsideration. ~Consequently,
Ponderosa’s Cross-Petition is denied because the Cdmmissioﬁ has denied Mr. Peterson’s
Petition. As to the additional issue of inadequate revenues raised by Ponderosa, we deny
reconsideration because it was not timely filed within the 21-day reconsideration period. Of
course, Ponderosa may choose to file a formal Application in a separate proceeding to. modify
‘customer rates at any time. \
| ORDER
IT IS _HEREBY.ORDERED that the Petition for Reconsideration filed by Lylé
Peterson 1s denied. Having denied Mr. Peterson’s Petition, Ponderosa Terrace Estates Water
System’s Cross-Petition is consequently also denied.
| IT IS FURTHER ORDERED that Ponderosa Terrace Estates Water Systém and
Commission Staff submit a report to the Commission no later than November 25, 2002 detailing
changes to the number of customers in each class and the impact these changes will have on
Pondérosa’s revénues. ' _
THIS IS A FINAL ORDER ON RECONSIDERATION. Any party aggrieved by this
Order or other final or interlocutory Orders previously issued in Case No. GNR-W-01-1 may
appeal to the Supreme Court of Idaho pursuant to the Public Utilities Law and the Idaho
Appellate Rules. See Idaho Code § 61-627.
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DONE by Order of the Idaho Public Utilities Commission at Boise, Idaho this 297

day of .September »2002.
M%
PAUL KJELLANDEE, PRESIDENT
MARSHA H. SMITH, COMMISSIC;NER
PENNIS S. HANSEN, COMMISSIONER
ATTEST:

J@hD. Jewéxy
Commission Secretary

O:GNRW0101_In3_recon
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Office of the Secretary
Service Date
December 20, 2002

BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION -

IN THE MATTER OF THE INVESTIGATION )
INTO WHETHER PONDEROSA TERRACE ) CASE NO. GNR-W-01-1
ESTATES WATER SYSTEM, INC. IS A )
PUBLIC UTILITY SUBJECT TO )

)

)

)

REGULATION BY THE IDAHO PUBLIC ORDER NO. 29172

UTILITIES COMMISSION

On August 8, 2002, the Commission authorized Ponderosa Terrace Estates Water

- System (Ponderosa) to collect monthly rates in the amount of $48 for Full-Time and Part-Time

customers and $25 for Active Service customers' for service rendered on or after August 1,

2002. Order No. 29086. In its Order on Reconsideration the Commission directed Ponderosa

and Commission Staff to submit a report detailing customer class inventory (membership)

changes once the grace period expired on October 15, 2002, and the impact these changes may
have on Ponderosa’s revenues. Order No. 29123. »

Staff’s Report (Report) indicated that even though Ponderosa is currently under-
collecting its revenue requirement, neither Staff nor Ponderosa recommends a change in rates at |
this time. Report at 2. Based on a number of inquiries received by the Commission, it is
apparent that some confusion exists regarding the inrplementation of the Commission’s Orders -

“and the Company’s treatment of seasonal disconnections. Because Staff and the Company do
not agree on the treatment of seasonally disconnected customers, Staff requested clarification of
Order No. 29086 in that regard so that it could properly advise customers and the Company. Id.

o Having fully reviewed Staff’s Report and the record in this matter, the Commission
clarifies its prior Orders and imposes new seasonal disconnection requirements as set forth in
greater detail below.
SEASONAL DISCONNECTIONS »

According to Staff, Ponderosa believes that all full-time, part-time or active service
customers connected to the system must pay the monthly rate year-round whether they \rse Water
or not. /d. Ponderosa further believes that if a customer is not paying the monthly charge, the

Company can disconnect the customer if it follows the appropriate disconnection procedures.

! “Active Service” customers have service extended to the lot and have above-ground access to water.
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Once disconnected, either by choice or for failure to pay monthly bills, Ponderosa considers the
customer to be a member of the inactive customer class. /d. To receive service in the future, the
Company would then require the customer to pay the $2,500 hook-up fee plus the $35.00 -
reconnection charge. Id. at 3. ' |
Staff agrees -that the Company should be able to disconnect customers for non-
payment. However,r Staff believes that a customer will fétain their customer élass status while
disconnected and must pay only the $35 reconnection fee to reactivate the service rather than the
one-time $2,500 hook-up fee, which is a one-time fee targeted for well improvements. /d. In-
light of these different interpretations, Staff requested clarification of Order No. 29086 in regard
to seasonal disconnections.
| COMMISSION DISCUSSION AND FINDINGS
The Commission has reviewed and considered Order Nos. 29086 énd 29123, Staff’s
Report, and the record in this case. Since this case’s inception, we have attempted to provide
enough revenue to support Ponderosa’s aging infrastructure while not overwhelming the
- pocketbooks of its smali customer base. Because Ponderosa serves a “resort” community in
which many of its customers do not permanently reside, some of its customers disconnect from -
service when they close up their dwellings for the winter months. The Commis_sion believes that
this is an apprbpriate practice and one that is often necessary to protect the integrity of the
custorner’si water service from freezing temperatures. That being said, the vast majority of
Ponderosa’s expenses are ﬁXed; these costs are incurred regardless of how many custorﬁ\e'rs
acfually take water from the system at any given time, To ensure that a working system is
available when part-time and active service customers visit their lots, the Commission thus finds
it. feasonable to require seasonal customers to financially maintain the system for a significant
portion of the year. |
As of January 1, 2003, Ponderosa full-time, part-time and active service customers
»shall pay for service a minimum of four months of each calendar year. In other words, each
customer may disconnect from the system for up to eight months of a calendar year but remains
obligated to pay for water service at least four months out of the calendar year to maintain active
customer status. A customer who has been voluntarily or involuntarily disconnected from the

Ponderosa system for more than eight full months shall be moved to an “Inactive Service” class.
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Once in the Inactive Service customer class, this customer will be required to apply as a “new
applicant” and thus subject to the $2,500 hook-up fee.

Voluntary Disconnections for Extended Customer Absence.

Customers who disconnect during the winter or for an extended absence not
exceeding. eight months are not required to make payments while disconnected. To avoid
confusion and pro-rating disputes, the Commission finds that Ponderosa may charge customers
who disconnect mid-month for a full month of service. However, seasonal customers must pay
for service at least four months out of the calendar year to avoid asséss_rnent_ of the $2,500 hook-
up fee at the time of reconnection. When reconnecting to the system, Ponderosa may charge a
$35 reconnection fee. Order No. 29086 at 12. '

During the requis"ite four months each customer pays for water service, the customer
will not be required to actually take service if they do not wish to receive it (e.g., the customer
will not be in residence during those months). Ponderosa-shall not charge a $35 reconnection fee
to those customers who pay for service to fneet the four-month minimum but are not physically
reconnected to the system. In other words, Ponderosa may assess a $35 reconnection fee only ’
when a Company employee must physically reconnect water service to the customer’s lot or
dwelling. »

After a customer has been voluntarily disconnected for seven months, Ponderosa
must send a notice to the customer by certified mail. The notice must inform the customer that
the Company intends to move them to the Inactive Sérvice class, which would subject the
customer to a $2,500 hook-up fee if the customer seeks to resume service in the future, if the
customer has not reconnected within 30 days of the letter’s receipt or before the end of eight full -
months of disconnection - whichever is later. The Commission will oniy allow the $2,500 hook-
up fee to be collected if Ponderosa properly retains: 1) customer pa}fment and disconnection
records and 2) proof that notice of Ponderosa’s intent to move the customer to inactive service
and require a $2,500 hook-up fee upon reconnéction was sent via certified mail.

Once moved to the Inactive Service class, a customer seeking to resume service must
pay Ponderosa the $2,500 hook-up fee in order to resume service. Ponderosa shall not charge a
$35 reconnection fee to a customer who voluntarily disconnects from the water system for more
than eight months because the customer will resume service as a “new applicant” who must

mnstead péy the $2,500 hook-up fee. Although not financially prudent, it is conceivable that a
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customer who repeatedly disconnects and fails to pay for water for periods greater than elght
months could be charged the $2,500 hook-up fee more than once.

Involuntary Disconnections for Non-Payment.

As we explained in Order No. 29086, the Commission presumes fhat customers
promptly pay their water bills. If a customer fails to pay the current month owed when due,
Ponderosa may disconnect the customer under Customer Relations Rule 302 for failure to pay an
undisputed delinquent bill. Rule 202(1) states that a bill may be considered delinquent if not
paid fifteen (15) days after the billing date or twelve (12) days after mailing or delivery, if bills.

_are mailed or delivered more than three (3) days after the billing date. IDAPA 31.21.01.202.01.
Ponderosa must follow the procedural disconnection requirements found in the Commission’s
Customer Relations Rules.
Customers who wish to reconnect to the system within eight months of being
involuntarily disconnected are required to pay the Company the delinquent amount owed plus a -
~ $35 reconnection fee. After a customer has been involuntarily disconnected for non-payment for
seven months, Ponderosa must send a notice to the customer by certified mail. The notice must
inform the customer that the Company intends to movevthem to the Inactive Service class, which
would subject the customer to a $2,500 hook-up fee if the customer seeks to resume service in
the future, if the customer has not reconnected within 30 days of the letter’s receipt or by the end
of eight full months of disconnection — whichever is later. Th'e-Commission‘will only allow the
$2,500 hook-up fee to be collected if Ponderosa properly retaiﬁs: 1) customer payment aﬁd
disconnection records and 2) proof that notice of Ponderosa’s intent to move the customer to
Inactive Service and require a $2,500 hook-up fee upon reconnection was sent via certified mail.
- Once fnoved to the Inactive Service class, a customer seeking to resume service must
1pay Ponderosa the delinquent amount owed and a $2,500 hook-up fee in order to receive service.
Ponderosa shall not charge a $35 reconnection fee to a customer who has been involuntarily
disconnected from the water system for more than eight months because the cus_torner‘ will
resume service as a “new applicant” who must instead pay the $2,500 hook-up fee. Again, it is
conceivable that a customer who repeatedly fails to pay.for water for periods greater than eight

months could be charged the $2,500 hook-up fee more than once.
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. ORDER :

IT IS HEREBY ORDERED that as of January 1, 2003, Ponderosa Terrace Estates
Water System is authorized as set forth above to involuntarily move a customer to the Inactive
Service customer class if the customer remains discornected from the system for longer than
eight full months. To impose a $2,500 hook-up fee when the customer seeks to resume service
after the eight months have passed, Ponderosa must retain for Commission review: 1) its
customer payment and disconnection records and 2) proof that notice of Ponderosa’s intent to
move the customer to Inactive Service and require a $2,500 hook-up fee upon reconnection was
sent via certified mail. Seasoﬁal customers must pay for'serv_ice at least four months out of the
calendar year to avoid assessment of the $2,500 hook-up fee at the time of réconnéctio_n.

ITIS FURTHER. ORDERED that Ponderosa is authorized to charge customers who
disconnect mid-month for a full month of service.

THIS IS A FINAL ORDER. Any person interested in issues finally decided by this
Order in Case No..GNR-W-01-1 may petition for reconsideration within twenty-one (21) days of
the service date of this Order with regard to any issue finally decided in this Order. For purposes
of filing a petition for reconsideration, this Order shall become effective as of the service date.
Idaho Code § 61-626. Within seven (7) days after any person has petitioned for reconsideration,

any other person may cross-petition for reconsideration. See Idako Code § 61-626.
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-

DONE by Order of the Idaho Public Utilities Commission at Boise, Idaho this .20’*

day of December 2002. -
PAUL KJELLA&QDER, PRESIIjENT
(ﬂmm LS h
MARSHA™H. SMITH, COMMISSIONER
OVMMISSIONER
ATTEST:

IQM

Jefh D. Jewelll/
" Commission Secretary

O:GNRWO0101_In4_seasonaldisconnect
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nkn Loop Road

P.T.E. WATER SYSTEM INC.

Telephone 208-263-2720

2628 Wy
Sandpofd, fdaho 83864
January 2, 2003
#ear Landown
} . f
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ﬂ'he annual reviy

part time dwelf§!

e water system to Boise so they could come up with a yearly operating bt e s
water system. I disagreeded with their finding so there was a formal _
002 in Szndpoint 1daho to try an resolve the problems. Before the heanng -
at the operating expense was $24,000 plus and after the bearing the
ermined to be $26,000 plus. The P.U.C. put all landowners in diff?rent
by their water hookup on their lot. This gave the P.U.C. the ability to
nt landowner based on how they had classed them. The P.U.C did this
at to charge the different classes so that the revenue received would
xpenses. Since P.U.C. has been involved in my water system I have lost
Some have put in their own well and othérs have just withdrawn from the

be considered worthless. This information I received from the Panhandle

ch states that a septic system can not be put in any closer than 100 feet

On October 30, 2002 Michkael Fuss came up to the water system and took

inventory and came up with over a $6000.00 loss in revenue which reduced

ue to less than $20,000.00. Since October I have loss more customers w_hich

loss revenue. Then the P.U.C. changes their mind and states thatall

g, and active service customers only have to pay for water payment 4-months

teduces the revenue another $6400.00 a year. At this time the revenue to
has been reduced to less than $10,000.00 per year. Because of the above

§ handle this problem myselve. There will be 2 classes of customers like I

. got involved. Resident and Non-Resident. Resident customers will be charged

& and Non-Resident customers will be charged $25.00 per month. Resident is

ives on his property all year. Non-Resident is part time use or no use atall.

jnnot be used for resident use. If you as landowners, resident or non-resident,
githly charge to help maintain this system then you will not be able to hookup to the
jire. It's not fair for a few to pay for all the upkeep and the rest can come 2nd go
Lhis water system can not operate under the current condition that P.U.C. is trying

ing to try to save this water company for all of you my customers that need

bu want to put in'your own well please check first on all the different cost and

ly electric charge will be to operate the well. You will be surprised. Laddowners

ng monthly water payments at present have 30 days from the date of this letter '

rt on the system or not. IfIdon't here from you by letter or phone during this
ou will be withdrawn from any future water use from this system. |
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18 that everybody forgets about and that is I Robaer Cobott own this water
gystem. I will 4 }{' ke this system survive for you my customers and for myselve. If everbody
§% operating $10,000.00 a year under what the P.U.C. said I needed. 1don't
e this work but I'm going to try. Last year P.U.C. caused the water system

¥ $20,000.00 and they don't care. P.U.C. lied to me, they told me that when

: l,t; s make it was finzl. P.U.C. are the ones that said that the operating cost

e $26,600.00. What gives them the right to destroy this company and put |
¥to a situation that might eliminate their water service. In order to keep water
l t or lots you are going to have to pay a monthly charge of $25.00 per lot
esffient owners. If payments are not made you will be eliminated permanently
{ystem. These new conditions described in this letter will go into effect on

THANK YOU

Rgbaer Cobott; President
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P.T.E. WATER SYSTEM, INC. Statement

2626 Wrenco Loop ' .

Sandpoint, ID 83864 vaTE ' .

208-263-2720 2/3-/,03 =t ’

& . Y (
]
Non-Resident
Biic i Lot N
_ ; e e
AMOUNT DUE ANMOUNT ENC.
50.00

- : _

DATE e TRANSACTION AMOUNT BALANCE _
1/2/'03 Balance forward 0.00
1/3/'03 INY #1 73.00 73.00

1/13/'03 PMT #00W - ©-73.00 0.00

2303 INV £ '50.00 50.00

THIS STATEMENT
IS FOR THE PREVIOUS
‘MONTH'S WATER: BILL
CURRENT 1-30 DAYS 31-60 DAY 61-30 DAYS OVER 30 DAYS \MOUNT DUE
EAST DUE EAST DUE PAST DUE PAST' DUE
50.00 0.00 0.00 (1.00 0.00 50.00
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l DA H O | | | Dirk Kempthome, Go\/emor
PUBLIC UTILITIES | o
Com m ISSIOn P.O. Box 83720, Boise, Idaho 83720-0074

Paul Kjellander, President
Marsha H. Smith, Commissioner
Dennis S. Hansen, Commissioner

January 23, 2003

Robaer Cobott

Ponderosa Terrace Estates Water System
2626 Wrenco Loop Lane

Sandpoint, Idaho 83864

RE: Customer Letter Dated J anuary 2, 2003

Dear Mr. Cobott:

The Commission has received inquiries from several customers regarding your
January 2, 2003 letter. I understand your frustrations and can sympathize with your situation.
As more customers continue to drill wells and other customers refuse to pay their bills, it appears
h_kely that Ponderosa will be unable to collect its $26,600 revenue requirement. This factual
situation is usually referred to as a “death spiral” — as rates go up to meet the revenue needs of
the utility, more and more customers leave the system, thereby causing a revenue shortfall.

If this occurs, the Ponderosa system may not be financially viable as a public water
system. The expenses are too high, the revenue from too few customers is too low, and the
infrastructure is too strained. Even though some of the statements in your January 2 letter are
contrary to the Commission’s Order, Staff believes your rate alternative may have merit given
the current financial situation. Consequently, with your assistance we would like to file an
updated report with the Commission describing how much the financial status of the system has
deteriorated since October and how your rate proposal might improve the financial situation.

In order for us to accurately and persuasively present this 1nformat10n to the Commuission,
we will need detailed information from you. We need to know, to the best of your knowledge:

1. Which customers have drilled their own wells an_d what lots are likely to leave the
system as a result of the well drilling. We’ve heard different estimates from a
number of customers, but as the owner of the system you are in the best position to
assess how many lots have left the water system.

2. How many customers remain in each rate classification. Pleasé provide a summary
of the water payments that were made for each month from August to December of
2002. We need this information to demonstrate to the Commission in concrete
numbers the declining status of your system.

3. Please provide the amount of monthly revenue you expect to receive from your

proposed rate alternative.
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Robaer Cobott
. January 23, 2003
Page 2 - i

Once the information detailing Ponderosa’s current financial situation is provided and
described in a Staff report, the Commission will have an opportunity to review the current.
conditions, consider your rate proposal and perhaps modify its prior Order. Absent a request by
you and/or the Staff to modify the Order based on new information, the only alternatives are to
comply with the existing Commission Order or consider alternatives to regulation. In any case,
the Commission needs to have a clear understanding of Ponderosa’s current financial situation.
We believe that continued communication with the Commission is the best approach for you and

your customers. '

Please provide the above requested information and any other financial information that
you think might help your case at your earliest convenience or not later than February 18, 2003.
We will then promptly complete the report and submit it to the Commission. If you have any
questions regarding these tasks, please do not hesitate to contact me directly at (208) 334-0366.
It is my hope that we can work together to improve Ponderosa’s financial situation.
~ Sincerely,
e

Michael Fuss, PE

u:mfuss:PTE water/011003

-

[
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' P.T.E.Watér System Inc.

2526 Wrenea Locp. Ro;d
Sandpaint, Idaha 83384

Telaphone 208-263-272¢

December 30, 2001

Landowners

I will be converting Ponderosa Terrace Estates Water System Inc. from a private held
water system to a Water System Association that wil] be owned by and run bly the landewners,
This water association will be named Pouderosa Terrace Estates Water Assogiation. This
association will go into effect on January 1, 2002. The first water billing for the association
will be in Febuary 2002 and it will be for the month of January 2002. All balhinces owned after
the December 2001 billing will go to the previous corporation. The assaciation will start off
with water billing begaining January 1, 2002. The management of this water| assaciation will
remain with Robaer Cobott until] the first meeting of landowners on April 7, 2002. At this
meeting we will have discussion on water system expenses, water rates, late charges, interest
on late payments, time alloted before water is turned off for lack of payment, disconnect fee,
re-connect fee, water system abuse by landowner, water testing daily, water tp Sting monthly,
specia] water testing during the year, maintenance persornel, mangement pe sonnel, bookkeeping
personnel and all other questions that come up. Being that this water System will be a Water
System Association it will be free to organize and run this system as it sees fit.| This Association

- water bills and fees are paid up to date.These first three landowners will be vqted on and installed
any decision needed

in the daily or overall operations of the water System. These three landawnery will be called
Directors of the water System and their term will be for one year, except for the first year, or

until they resign or are voted out. There will be a vote every year in November for new -

officers. Quly residents and non-residents in gogd standing, current payment yp to date, will be

allowed to vote. Landowners wil] be allowed one vote for every lot or parcel they own that is

on the system. These are the basic rules to start with. These rules can be ajusted or changed

after the association has been in operation and finds that rules need to be changed.

All landowners will be required to make the current Payments as set force in the Water Rates and
Fees Affective July 1, 2001. these payments are not paid in full they will be carried over into

the Water Association for collection. Payments will remain the Same unti] the first meeting of

the Water Ass only be changed if they elect to do so,




iy
)

. P.T.E.WATER SYSTEM INC.

Telephone 208-253-2720

May 01,2002

Dear Landowners y ~
The Idaho Public Utilities Commission has set tne rates that P.T.E Water System Inc. -
can charge for water, This rate was set on November 28,2001. The amount of revenue that
the Water System receives from this new rate will not pay the electric bill much less aoy and
all other cxpeases. I mot with the - Commission un February 11, 2002 and many things were
discussed. The main items they requested was all the expeases in detaii for the past two years
and a copy of the depreciation schedule. [delivered all the expense records to the Commission. on
" March 30,2002 and faxed the depreciation schedule on April 10, 2002. The Cammission was
made aware on February 11, 2002 that the rate they imposed that the VWater System could
" charge would not pay the expenses. My question to the Commission was if the Whter System
goes qut of business do to lack of revenue directly resulting from their imposed water rates
the Water System can charge, then what happens to the landowners? They said that the
landowners would have to put in their own wells. I told the Commission that most of the lots
are too small to have a well because of the sewer system. The Commission’s answer is you as
landowners will have to make other arrangements for your water. I made 2 call to Robert
Smith, at the Commission in Boise, on April 26, 2002 to find out what the Commission’'s decision
is on the water rates after the review of all the information they requested. I was told by
Robert Smith that nothing had been done and that he was busy and I would have to wait tii]
my business worked its way up the pile of work and got to the top of the pile. Tasked Robert
Smith if I should call back in a week or two and he indicated [ could call back but it would be
better for him to call me when he works on the case again. The Water System does not have
any revenue to continue in busivess. Ponderosa Terrace Estates Water System Inc,, a
public water system, will discontinue doing business as a public water system on May 03, 2002.
The Water System closing is a result of not enough revenue to operate caused by the water
rates imposed oa the Water Company by Idaha Public Utilites Commission. ['m sercy but I'm
Rot going to subsidize this water system. The revenue received is down 90%. You as landowners -
wanted the water system improved but you didn't want to pay for it. Under the jurisdiction of
the Idaho Public Utilities Commission and their set of rules this water system could never survive.
This public water system will be shut down oan May 05, 2002. )

I'm going to start a Privately owned water system on May 10, 2002. This water system will he
~ called Ponderosa Terrace Estates Privately Owned Water System Inc.. The Main purpose of

THANK YOU »
C)f b AT ) Frsz,

i
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P.T.E.Privately Owned Water System Inc.

29 Wrenco Loop Raag
Sundpasw, lcwne 43854 . v —

Tlighone 208-261.2725

May 04, 2002

Ponderosa Terrace Estates Privately Owned Water System Inc. will commence doing
basiness on MaylQ, 2002. The maix perpose of this basiness {s to provide water service
o the lots iz Panderowa Terracz Estutes and the sarrouading properties owned by
Raobaer Cabotz and Zaderes Raphuel,

- Ponderosa Terraca Estates Privatcly Owned Water System tne. will alsa sell Water Share

- Ownerships. Water Sharo Ownerahip, part owger in the water system, can be purchased
by axy persuns warting to hold a part owneryhip In 2 water cumpany. Water Shara Owzership
mzans that for every Water Share the owaer can have water service to one Jot or it can be
ated for inyestment purpases. Water Shatre Owners wifl be charged a yearly maintenance
lee. This mainenance fee caa be paid b advance yearly or it can be pald moathly, quarterly,
or every iix months. The number af Water Stares to be sold at thiy time will ant ¢excead
100 shares. The remaining 306 of the 400 shares will ba owned by Robaer Cobott and
Zaderta Ruphael. Robuer Cobort wlil operaie the P.T.E. Privately Owaed Weter System Inc.
Stare Owuers will recalve news letters yearly agd yearly flnancial reporia, Malnesanes feey
will be determined yearly based on the expenses to operate the water system. Thare will be
two types of maintesance fees. Residental, tull time use, a0d son-cesident, nart time use
or for investoen: purpoves. If watsr useage hecomes cut uf contrul ther wazsr meters will
have @ be justatied. Ths water meters wilt only b= needed on the resident sharsswaers.
The resideat sbareowner will have to pay for the meter and the installation cf the meter, -
This cust can be paid over a gne year period. If a shareowuer, after the mecers sre instaiked,
323 eXecis watcr compared ta the other shareswnert that shzrewwner ¥l uve thelt
aiainterance fees Increszed. The purchase price for one Water share ovwaersxip will be
5$530.00 due st Ume of purchase. 5560.00 will be the purchase price to be paid over a
twelve month perfod with payments being made monthly. Yearly malpicaance fom for
resldent use will be 5540.00 per year or 545.00 per munth, Non-residect and for investment -
purpodes the maintenance fees will be $270.00 per year or $22.30 per mooth. These muinicnance -
fees are bused on the assumed expenses for the year. The malatenance fees will be sdjusted
every year a3 needed, up or down. Mainteaance Tees wers able 1o be reduced because of the
purchase price amount that will help pay for sewme of the improvemeat in the just two yeacs. T
Larry Fairfaz, on site operator, Is the oty pervon allovied fo turn water on or off at the property. .
Larry will charge for this service. Malntenance fees over J-months behind will hove their water
turued oiY and forfeit of thair ownership. Maintcnanca fees chat are wore thun 30 days (atc
il be charged 515.00 laza fee per lot per moxth plus 18% interest. This afferiag tv purcluse
Water Share Ownership b only good until Juae 15, 2002. Lauduwaer: do not bave tn becoma
Water Share Owners auly if you want waier to your property, Water 1o your property will
ke<p the property value higher thun withont watzr. Water Share Owrership purchased
aiter June 15, 2002 will cost $2500.00 for are Water Share Oweenship. -

: ' THANK YOU
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The following form needs to bhe fllled aat compledy if you waat to purchase 8 Water Share
Ownership, part awaer in the water system, in Pouderosa Terrice Extates Privately Owned Water

System lac,

Purehxser- ' Number of Shares —
Address

Clty and State Phone No,

Resi{deat

Nan-Resid ent

Invester

Purchase price $500.00 paid in full af fime of purchase

Purchase price $360.00 paid in monthly payments for one year
Payments of $46.67 per month :

One Water Share Owaership is for wuter secvice to one lot or parcel. A document will be
sent ta every Water Share Owner showing the number of Water Share Ownerships eack
owner awas. The purchaser alsg 2grees to all the information coversd In the letier dutedt
May 04, 2002 that ks attached to this purchered form.

Signature of Owaer Date
Signature of Owner ' Date
Signature of Owner Date
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STATE OF IDAHO

OFFICE OF THE ATTORNEY GENERAL
January 4, 2002 ALAN G. LANCE

Mr. Robaer Cobott

PTE Water Systems Inc.
2626 Wrenco Loop Rd.

Sandpoint, Idaho 83864

Dear Mr. Cobott:

This Commission is in receipt of the letter dated December 30, 2001 that you mailed to your customers
regarding the formation of a water system association. Be informed that the Orders of this Commission

including approved rates are law until changed by the Commission through subsequent Commission
Orders. .

Your failure to respond to prior Commission correspondence and Orders resulted in the issuance of
Certificate of Convenience and Necessity No. 393 and the establishment of a $20 per month flat rate for
water service. Commission Order No. 28917 directed the Company to comply with all prior Commission
Orders. Commission Order No. 28845 at page 5 ordered Ponderosa Terrace Estates Water System Inc.
“...to make written petition or application to the Commission prior to any proposed change in ownership of
the Ponderosa Terrace Estates Water System Inc.”

Your continued failure to comply with Commission Orders will result in a complaint being filed against
you in District Court. As set forth in Chapter 7, Title 61 of Idaho Code each separate offense (for failure to
comply with Commission Orders, requirements and directives) is subject to a civil penalty of not more than
$2,000. Reference Idaho Code § 61-706. Every violation is a separate and distinct offense, and in case of
a continuing violation each day’s continuance thereof shall be deemed to be a separate and distinct offense.
Reference Idaho Code § 61-707. Every officer, agent or employee of any public utility who fails to obey,
observe or comply with any order, decision, rule, direction, demand or requirement or any provision
thereof, of the Commission under the provisions of Idaho Code, Title 61, may be guilty of a misdemeanor
punishable by a fine not exceeding $1,000 or by imprisonment in a county jail not exceeding one year, or
by both such fine and imprisonment. Reference /daho Code § 61-709.

Please respond no later than February 4, 2002 to avoid the commencement of further legal proceedings.
Enclosed please find copies of the referenced Commission Order Nos. 28845 and 28917.

Sincerely,

oD, oA

Scott D. Woodbury

Deputy Attorney General | ‘ Exhibit No. 18
. Case No. PTE-W-03-1
, M. Fuss, Staff
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STATE OF IDAHO
OFFICE OF THE ATTORNEY GENERAL
ALAN G. LANCE

May 30, 2002

Mr. Robaer Cobott

Ponderosa Terrace Estates Water System, Inc.
2626 Wrenco Loop Rd.

Sandpoint, ID 83864

Dear Mr. Cobott:

- After you mentioned during the May 28 Decision Meeting that you had discarded some of the
PUC documents previously sent to you, the Commission was concerned that you may need
replacement copies to help you prepare for the upcoming hearing. Please find enclosed the
following documents:

1. Notice of Investigation, Order No. 28803, issued July 31, 2001;

2. Order No. 28845 issued September 13, 2001;

3. Order No. 28903 issued November 28, 2001;

4. Notice of Show Cause Hearing, Order No. 28911, issued Decembezr 6, 2001;

5. Notice of Vacated Hearing, Order No. 28917, issued December 14, 2001;

6. Letter dated January 4, 2002 from Scott Woodbury, DAG;

7. Notice of Proposed Increase in Rates, Noﬁce of Modified Procedure, Notice
of Comment/Protest Deadline, Order No. 29024, issued May 14, 2002;

8. Comments of Commission Staff filed May 23, 2002;

9. The Utili_ty Customer Relations Rules (IDAPA 31.21.01);

10. Cus.torner Information Rules (IDAPA 31.21.02); Exhibit No. 19

Case No. PTE-W-03-1
M. Fuss, Staff
4/1/03 Page 1 of 2

Contracts & Administrative Law Division, Idaho Public Utilities Commission

P.O. Box 83720, Boise, Idaho 83720-0074, Telephone: (208) 334-0300, FAX: (208) 334-3762, E-mail: ipuc@puc.state.id.us

Located at 472 West Washington St., Boise, Idaho 83702



Mr. Robaer Cobott
May 30, 2002
Page 2

* 11. Polices for Small Water Corﬁpanies (IDAPA 31.36.01); and
12. Rules of Procedure (IDAPA 31.01.01).
If you need any further information please contact me at (208) 334-0314.
Sincerely, |

i A oo

Lisa D. Nordstrom
Deputy Attorney General.

Enclosures

cc: | Jean Jewell

bls/L:GNRWO0101_In

Exhibit No. 19

Case No. PTE-W-03-1
M. Fuss, Staff
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I DAH O | ' | Dirk Kempthome. Govemor
)W PUBLIC UTILITIES | o
I+I+I‘ COm m |SS|On - P.O. Box 83720, Boise, Idaho 83720-0074

Paul Kjellander, President
Marsha H. Smith, Commissioner
Dennis S. Hansen, Commissioner

May 31, 2002

Mzr. Robaer Cobott '

Ponderosa Terrace Estates Water System, Inc.
2626 Wrenco Loop Rd.
' Sandpoint, ID 83684

RE: May 27, 2002 letter requesting information

Mr. Robaer Cobott:

In your letter dated May 27, 2002 you request several pieces of information. The
following is a response to that request.

Réquesf No. 1: I want a list of all the Public Utilities in the State of Idaho.

Response No. 1: The Public Utilities Commission does not compile a complete list of all Public
Utilities in the State of Idaho. However, every year the Commission provides an annual report
on all regulated utilities. Enclosed is a copy of the Idaho Public Utilities Commission’s 2001
Annua] Report. '

Request No. 2: Iwanta separate list showing the Public Utilities that you are currently
handling.

Response No. 2: Enclosed as part of Response No. 1.

Request No. 3: I want all the names of the contact persons, addxesseé, phone numbers, number
of hookups of each, and what the water rates are.

Response No. 3: Pages 46 & 47 of the 2001 PUC annual report includes a list of all regulated
water companies, the number of customers, hook-up fees, monthly residential rates, and the date
rates were last revised. Additionally, enclosed are current copies of the annual reports provided
by the regulated water companies. The annual report information is not audited, however, 1t does
represent what each utility believes to be accurate information. :

Exhibit No. 20

Case No. PTE-W-03-1
M. Fuss, Staff
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. Robaer Cobott
-' May 31, 2002
Page 2

The following annual reports are enclosed:

Companv Name Date of Report

Bar Circle “S” Water Inc. 2000
Bitterroot Water Co. 2001
Brian Water Co. 2001
Capitol Water Corp. 2001
Country Club Hills Utilities 2001
Eagle Water Co., Inc. 2000
East Moreland Water Co. (now Humpy’ s) 2001
Evergreen Water Co. 2000
Falls Water Co., Inc. 2001
ESIL, Inc. 2001
Grouse Point Water Co. 2000
Happy Valley Water System 2000
Island Park Water Co. 2001
Moming View Water Co., Inc. 1991
Murray Water Works 2000
Packsaddle Estates Water Co. 2001
Picabo Livestock Co. 2001
Rickel Water Co. ' 2001
Spirit Lake East Water Co. 2001
Stoneridge Water Co. : 2000
Sunbeam Water Co. 1997
Troy Hoffman Water Co. 2001
United Water Idaho 2001

We hope the enclosed information meets to your satisfaction. If you have any questions
regarding this information please feel free to contact Michael Fuss at (208) 334-0366.

Sincerely,
7/ )
P

Michael Fuss, P.E., MBA
Staff Engineer

mfuss/Cobott request No. 1

Exhibit No. 20
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not cheap anymore.

landowners want water but most don't think they
should have to pay much for it. The realization is

with all the controls on water these days, water is

That's all I have to say at this
moment .

COMMISSIONER KJELLANDER:_ Thank you,
Mr. Cobott. And at this point then, we will open up
for cfoss—examination from the deputy attorney
general.

MS. NORDSTROM: Thank you.

CROSS-EXAMINATION

BY MS. NORDSTROM:
Q. Just as a couple preliminary
questions, although the water system is located in

the subdivisioh, your principal place of business is

in Sandpoint. Is that correct?
A. It's outside of Sandpoint.
Q. Okay. 1Is that the address 2626 Wrenco

Loop Road in Sandpoint?

A. Yes.
Q. Okay. And the name on your -- the
documents you sent us is PTE Water System, Inc. I
Exhibit No. 21 1
_ Case No. PTE-W-03-1'
171 M. Fuss, Staff
4/1/03 Page2of 13
HEDRICK COURT REPORTING COBOTT (X)
P.O. BOX 578, BOISE, 1ID Ponderosa



10

11

12

13

14

15

16
lv7
18
19
20
21
22
23
24

25

take it from the "Inc." that you're incorporated?
A. Yes.
Q. So you filed something with the
Secretary of State?
A. Every vyear.
Q. ' Okay. I've gathered thus far that

there are only two employees of the Company:

Yourself and Mr. Fairfax. Is that correct?

A. Yes.

Q. Okay. Staff's testimony has indicated
that, you know, depending on -- well, Mr. Smith's

direct testimony talked about labor costs totaling
about $9[OOO, and then he gave a different option in
his rebuttal testimony which was about $10,000.

If I understand you corfectly, you

would 1like $12,000. That's $1,000 a month for

twelve months. Is that correct?
A. Yes.
Q. Okay. So we're not too far apart if

I'm understanding this correctly.

In your testimony, you listed all the
tasks that were reguired to operate and manage the
Company. Now, was that just the things that you
do? Does that include Larry or the stuff that he
does, or is that not accounted for in your list?

Exhibit No. 21
Case No. PTE-W-03-1

172 ’ M. Fuss, Staff
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.A. That's not accounted -- Larry's is not
accounted for.

And getting back to your previous
question,vmaybe I misunderstood that. What are you
talking about eight or 10,000 and going to 12,000,
what do you mean by that?

Q. Well, when I initially read your

~testimony I thought that these were all your

expenses, and since Larry -- or, Mr. Fairfax -- had
quit and wasn't working for you anymore, that you
were going to do everything, and if so, what you
were asking for was $1,000 a month. Is that right -
or am I misunderstanding something?

A. No, that's not right.

Q. Okay.
A. ' You're coming up with a total yearly

expenses of 12,000. Was that what you said just a
moment ago?

Q. For labor, yes.

A. How can it be 12,000 if you'wve got
eight or 10,000 in other related expenses, labor

expenses, and you haven't even figured in my wages

yet?
Q. Well that's what I was trying to
determine, because I didn't know -- because
' Exhibit No. 21
Case No. PTE-W-03-1
173 M. Fuss, Staff
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that's -- when I understood that you filed your
testimony, I thought that Mr. Fairfax wasn't working
for you. Is he working for you now?

A. "The only thing he's doing and oniy
because the electric is\still hooked up, we haven't
got it changed yet, he's taking the daily testing is
the only thing he's doing. There's no water repairs
being done which need to be done, and that's all
he's doing at this time, and compensation for -- his
compensation for doing that is his electric bill.

Q. Okay. So what is the total labor

expense that you're recommending that the Commission

adopt --

A. It --

Q. -- for both of you?

A. -- appears that my wages are showing
$320 a month: $80 a week timés four. I'm saying

1,000. So you're talking about $680 difference per
month over a year, 12 months.

Q. Well, I was wondering. if we focused on
the total labor costs and not just the salaries of
individual people but the overall labor costs. It
might be the differenceé would help resolve
themselves, because as there's been previous

testimony, the costs don't have to be allocated
| Exhibit No. 21
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specifically for the various experiences so long as
they're expended on behalf of the Company.

So what is the total amount of labof
costs that Ponderosa is recommending for thé
services that you provide and Mr. Fairfax provide to
the Company?

A. You're showing -- you're showiﬁg, what
was 1it, 8,000 or 10,000 before we are talking about.
Q. In that range, nine to $10,000.

Butvthen there was -- we also
identified a couple of line items, line item 10 and
line item 33 that were about another 55,000 for
méjor repairs and emergéncies?

A. So you're probably looking at

' somewhere around 20,0007 That's a ballpark, but I'm

not sure about all these little figures you're
talking aboﬁt.

Q. Well.——

A, I stated I wanted $1,QOO a month.
Right now it's $320 a month based on four weeks.

Q. Okay. So the 17 items that\afe listed
on pages 1 and 2 of your testimopny include ail the

management, operation, and maintenance activities

except for those that Mr. Fairfax does. Correct?
A. Well, there's no maintenance on there.
“ Exhibit No. 21
Case No. PTE-W-03-1
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I don't have anything listed that I'm going out and
digging up pipe or any of that type ©6f thing, or

working on the chlorinator or anything like that, or

taking water tests. I did not state any of that in
this.

Q. Okay.

A. I stated in there that I wanted --

that I keep records of the flow meter, of the
different things that I need to keep records of the
free chlorine tests daily, the flow meter records
daily, this type of thing.

Q. So what dollar amount of labor
expenses for things like water testing and things
that Larry used to do are not accounted for? What
dollar amount should the Commission pay for?

A. Well the thing there is if I have to
physically go out there every day, drive from my
home>and go dut there and take thevwatér tests aﬁd
do these things every day, it's going to be pretty
costly. I don't want that to happen. It's about an
hour's drive each ‘way from my house.

That's why Larry sent me a application
permit -- application for a permit -- to get his
electric separated from Ponderosa. That has not
been done yet for the simple reason Larry doesn't

Exhibit No: 21
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have the money to get it done and I don't have the
money to get it done. What's involved is we have to
have another meter installed and we have to call the
power company out to switch. It's still going to be
under Ponde{osa's name, but it's going to be
Ponderosé well site and -- what did I put down,
Ponderosa house or something like that -- Ponderosa
house. That's the way we're going to get two
different bills ffom the power, and that's the way
it was going to be broke down. That has not been
done vet. |

The water system has nét received
revenue to keep up with all the bills énd expenses,
it just hasn't. 100 to -- to 180 a month doesn't do
it, not even close. And I did pay two months of the
electric bill. I owe another month. There's
‘probably another month coming due now. But -- and I
paid the testing company, Acura Testing in
Coeur delene. Outside of that, everything else has
just been kind of carfying forward.

Q. Do you anticipate that you will be
able to contract with Mr. Fairfax or some other
individual to help do your on-site daily testing of
water?

A. That's why Fairfax -- Mr. Fairfax --

Exhibit No. 21
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is here today. He wants this to work and I want it
tQ work. Mr. Fairfax has been doing the work on
this system for many years now. He knows where
every pipe is, where every valve is.

He's personally gone up to the -- went
up to‘the tanks, drained the tanks. He actually got
inside the tanks and cleaned them all with chlorine,
resurfaced. What they'do is they have a tank and
another tank sits on top and there's a seal. He
redid the seals, cleaned them all up. He knows
everything about the system, where éverything goes.

He's experienced as far as all of a
sudden you see waterﬁ He knows where to dig to find
that leék. |

I was told that from I think it was
Randy Low (sic) is it or something thatlyou will --
Lodd (sic) or something like that -- that most water
systems have about a 30-year life as far as pipes
and stuff go. Well, these pipes have been in the
ground now for 32 years. There's going to be
repairs and there has been repairs, but overall I
think the system is sound.

A lot of people have accused the

system of having water leaks, that's why we run out

of water. Well that's why we take the flow meter

Exhibit No. 21
: Case No. PTE-W-03-1
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readings. If we have serious leaks, then the
serious leaks should be there 12 months a year. My
question is how come I can use 30,000 gallons a day

in the summertime and eight or 9,000 in the winter, .

and it's the same amount of resident use. Something
is -- somebody here is -- well, I'm going to usé the
word -- "abusing" the system.

Q. Okay.

A. That's where meters come in. You put

a meter on a system, you can tell instantly if that
house has a leak. . You make sure all the water
inside the house is turned off and you look at the

meter. If that meter is running, then there's an

underground leak on the property. I can't go on the

property and fix underground problems, but I can
sure inform the landowner that they better fix that
leak or you're going to get your water turned off.
Q. Speaking Qf equipment and meters and
such, I had a guestion. On your page 3 the gquestion
is do you own any equipment that is used by the
Water Company, and I took that to mean construction
equipment as opposed to --
A. Well, I have an excavator.
Q. Right, construction equipment like
excavators, as opposed to pumps and pipes and other
Exhibit No. 21
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things that are part of the company?

A. You're correct..
Q. . Is that correct?
A, That's correct.
Q. Other than the incident you mentioned

and back in the late '90s when your address was
being changed on Wrenco Loop Road, have you had any
trouble receiving your mail recently, like within
the last six months or a year?

A. No, as long as the address is
correct. The problem there was when I had the 1600
Wrenco Loop, there was another address the same
vicinity just up the road a ways called Wrenco
Heights 1600. They were getting a lot of my mail.
When the County came out andvchanged the addresses
for emérgency vehicles, there's still 1600 away from
me now. I'm 2626, which means I'm 2.6 miles in;
And so that's where some of the confusion comes.

And a lot of tﬁese people were
reluctant to accept their new addresses. In fact,
the Poét Office told me when I went in and told them
I wanted to change the address and the guy said,
Well, I wouldn't do that. 1I'd keep them both.

Just shows you how people -- I don't

know.

Exhibit No. 21 .
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Q. Okay. Well, I just wanted to make
sure that you were receiving correspondence from the
Commission.

A. Yes, as far as I know.

Q. ﬂDid you receive a big packet of Orders

and Rules and things?

A, Yes.
Q. Okay. That's good.
A. Michael Fuss had already given me a

packet of Rules too when he met with me.

Q. We just want to make sure you have
those.
I know we've talked about differeﬁt
turnoff and turnon fees for water. In your

testimony you mentioned $50 apiece, but then you

discussed a few minutes ago, you mentioned $10

apiece?
A. No, that was --
Q. Are we referring to different fees?
A. That was -- let's say that you are a

landowner and you're current, everything is fine,
but you're going to leave for two) three months,
maybe the wintertime, so then you want your water to
protect anything breaking in your house and causing
havoc, then you want your water turned on at --

Exhibit No. 21
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turned off at.the road. Then either Larry -- in the
past it's been Larry -- would go out and he would
turn the water off for you. And then when you come
back, you contact him and he would turn it on for
you. |
.Q, So the $10 fee is more to p:otect the
resident while they're gone, rather than to protect

the system once someone stops paying their bills?

A. It's nothing_to do with stop paying
the bill.

Q. That's what the $5Q fee - -

A. Just like Mr. Peterson over here. He
was coming up and he called. Larry juét happened to
be -- I was with Larry. This was a couple weéks ago

or week and a half, something like that, and he
stopped by and he turned his water on because he
knew he was coming up. That's a very smart way for
these landowners to do it, but not everybody does
it. |

Q. I see. Thank you for clarifying
that. I think that's all the questions I have.
Thank you.

COMMISSIONER KJELLANDER: Are there

questions from the Commission?

Exhibit No. 21
Case No. PTE-W-03-1
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