Capitol :

2626 Eldorado Boise, Idaho 83704
Telephone 375-0931

August 26, 2005
cAP-w-087f

Commission Secretary

Idaho Public Utilities Commission
P.O. Box 83720

Boise, Idaho 83720-0074

Dear Commission,

Capitol Water Company has experienced significant water supply problems during the
summer of 2005. The Company’s Number 3 well production capacity had dropped from
more than 700 gallons per minute (GPM) to 150 GPM. Well Number 7 production
capacity had dropped from 1,250 GPM in 2002 to 500 GPM in 2005, was sucking air and
would cavitate if pushed beyond the 500 gallon per minute level. The Company’s
experiment with the aquifer storage and retrieval (ASR) at Well Number 6 initially
produced milky-white water containing an unacceptable level of carbon dioxide. As of
this date the production from the ASR appears to be correcting itself. The Company has
engaged the services of a hydrologist to help determine the cause of the problem with the
ASR.

The Company, in an effort to insure an adequate supply of water to its customers,
engaged the services of LeRoy Palmer, AmeriWest Inc., S.P.F. Engineering, and
Riverside Electric, Inc. to perform an acid treatment of Well Number 3 to remove an
accumulation of mineral deposits. The Company incurred costs of $24,386.26 for labor
and chemical costs. The effort resulted in an increase in pumping capacity from 150
GPM to 650 GPM averting a significant interruption of service to our customers. Copies
of those billings are enclosed with this request. Despite these efforts, the Company still
received a number of customer inquiries regarding low pressure.

It is the Company’s intent to perform a similar chemical treatment on well # 7 to restore
that wells’ pumping capacity. The Company has purchased chemicals from Ameri West
Inc. at a cost of $6,091.83 for this project. In addition a pump for injecting the chemicals
into the well was purchased from Grainger in the amount of $348.96. The Company will




incur another expense of approximately $400.00 to hire a tanker truck to remove the acid
water from the well after treatment.

Capitol water currently had a balance in its Commission Approved Surcharge Account at
July 31, 2005 of. $75,018.85 The Company requests permission to borrow from this
account sufficient funds to pay the outstanding bills incurred to complete the treatment of
Well Number 3. The Company realizes that the Surcharge Funds authorized by the
Commission were for specific projects approved by the Commission. Those projects
were similar in nature to this project i.e. to insure adequate water supply to Capitol Water
customers. The funds borrowed from the Surcharge Account will be repaid as soon as
the Company can make arrangements for another source of capital. Use of these funds
will not have a negative effect on the Company’s ability to repay its bank loans for which
part of the surcharge was initially created.

It is important to the Company to maintain good relations with its service providers and
suppliers to insure future service from them. These bills are due and payable. The
Company does not have other funds immediately available and request the Commission’s
authorization to use the surcharge funds to meet its short-term needs.

Robert Price
President
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