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To the attention of Commissioner Sidran, Oshie, Jones & Staff:

Attached is quite a long document created with diligence by two of our residents in response to the answers, received from Rosario Utility staffer Chris Vierthaler, to our many questions presented previously to you.  While it is understood that repetition can be tiring, RPOA has left this document largely intact because of relevance and importance regarding this issue.   The “answers” given to RPOA by the Olympus & utility staff have often been misleading and simplistic, providing virtually no clarity on the issues.  Whether this is purposeful or due to a lack of research and openness on Olympus’ part, is unknown.  

Olympus has stated that with the recent separation of the water rights from the land enough water rights to serve the current users, along with a few extra, have been transferred to the utility.  In fact, it is not enough for the complete development of the residential area.  Previously these rights had always been part of, and transferred with, any sale of Rosario Resort.  Now Olympus has discovered that what they received in their purchase of the resort at no added cost has potentially great value as a commodity.  Rosario Property Owners as well as residents of the Highlands, Vusario, and Otter’s Pond believe that all water rights necessary for the complete residential build-out of the RU service area, apart from the Rosario Resort Master Plan build-out, should be transferred at no cost with the sale of the utility.  

The questions & comments presented over these last few months have demonstrated that the closely held relationship between the resort, the utility and Olympus has resulted in imprudent decisions in regard to the customers served by the utility.  Imprudent because Olympus’ organizational frame of reference is expansion of real estate in order to turn a profit for its stockholders.  They are not, and do not claim to be experts in utility management.  Their efforts and money have been directed towards the master plan, not the current management or upkeep of the resort, nor the running of the utility from the perspective of a long-term investment. This simply is not the mission of Olympus.  Olympus purchased Rosario Resort with the intention of defining a master plan in order to resell it at a profit and Laurie Cameron indicated that the acquisition of the utility was not in their area of expertise.  As a result, the relationship is fraught with debate and distrust because no one, not even the UTC, can really see what is going on between the 3 sets of books. 

Olympus has repeatedly stated that they were forced into their choice of the Hydroxyl plant by the Department of Health order.  We decided to ask the DOH if this was true.  Attached are 3 emails from Steve Deem at DOH stating that this is NOT true.  The Rosario community opposed the choice of the Hydroxyl plant.  The untested plant required many expensive modifications resulting in cost overruns and more importantly a significantly more expensive system to operate in the long run. 

Consequently, we ask that the UTC take these overruns, $216818 according to RU’s calculations, out of the rate base and require Olympus to absorb them.  We ask that they not be buried within the purchase or the rate case proposal in any way.  There is no fairness in asking the community to absorb the overruns when, as Jim Ward says in his 6/26/2002 rate case report “the decision to not use customer input was the utility’s.” Olympus’ choice to absorb the remaining balance would truly help to rectify the perceived imprudence regarding the management of these closely held subsidiaries.  Additionally of course, the rate increase should be reduced to reflect this decision.

 Olympus has acted strictly out of a self-serving and short- term investment mentality at the expense of the customer base the utility serves.  This is also demonstrated by their failure to reduce the loan interest rate when national rates dropped combined with the benefit to the parent company of a quick depreciation schedule.   Had the interest rate been reduced, as recommended by Jim Ward to the Commissioners on April 10, 2002 Docket UW-020307 and June 26, 2002 “Staff’s Response: Staff has asked the same question of the Company and has determined the appropriate return on affiliated loans should be 6.75 %.”  $1000000 over 7 years at 6.75% would have saved $104,620 in interest!  As a result, the ratepayers would not now be looking at $279000 of unpaid loan balance rolled into the sale of RU, and into the rate base forever.  We also request that the UTC now hold Olympus accountable for this decision by reducing the remaining loan balance by $104620 to reflect the overage in interest.  

Finally, to quote Duane Franklet and Lee Goodwin, “What we find missing from the system is incentive to operate the utility efficiently and at a low cost to the consumers.  Unilateral value judgments can be made by owner Olympus that affect the annual results.  What experience did Olympus bring to RULLC?  What interest in the utility?  They believe that a high rate of return may be realized from the sale of water rights and the sale of property for development according to the Master Plan.  Apparently, they do this part well, but the utility system has suffered. Why reward mediocre results with the top return allowed?  People need incentive to perform well, and we have to wonder why doesn’t WUTC include incentive performance as part of their regulation of a monopoly?”  We find this last statement very interesting particularly in light of the UTC mission statement ensuring fair rates through equitable business practice standards…….actions consistently reflect our values…one of which is honesty.

The RPOA has provided the UTC with a great deal of valuable information and a thoughtful perspective on a complex issue.  The attached document offers additional perspectives we hope you will take heed of, along with the comments you have heard at previous hearings. .   What rings out so very clearly is the fact that Olympus has made decisions that benefit them as the parent company and their mission of developing the Rosario purchase into a highly profitable acquisition.  One cannot really hold them at fault for this alone.  It is the fact that they have not managed the utility with diligent attention and commitment, as one would have had it truly been a stand-alone entity.  For this reason the UTC must hold them accountable. 

 We, the community served by Rosario Utility, seek the following:

· Rates based upon actual data, not future projections, which are fair and reasonable

· Enough water rights transferred to the Utility to serve ALL of the properties/lots within the Rosario Utility service area

· Full separation of expenses attributable to the resort

· Elimination of the $216818 in its entirety from the rate base and fees 

· Reduce the remaining loan balance by $104620 to reflect the interest savings had they financed at 6.75% over 7 years as recommended by staff.

· A Utility operated with a balance of business sense and community responsibility.
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