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Please étate your name.

Scott Rhead.

By whom are you employed and in what capacity?

United Water Idaho (“United Water” or “Company”) as Director of
Engineering.

What are your duties and responsibilities in your capacity as Director of
Engineering?

I manage all activities of the Engineering group. These responsibilities
include strategic planning, capital budgeting, engineering design, information
technology, water quality, and construction management for capital
improvements.

Please describe your professional training and experience.

I received a Bachelor of Science Degree in Civil Engineering from Idaho
State University in 1972. 1 was employed by Forsgren Consulting
Engineering from 1975 to 1990 designing and managing a variety of water
and waste water municipal improvement projects. I joined United Water in
1990. Since then I have had diversified responsibilities in both Engineering
and Production departments. I am a registered professional engineer in
Idaho, Oregon, Washington, Utah and New Mexico. I am also a certified
Idaho Water Treatment Operator Level I and Distribution Operator Level IV.
What is the purpose of your testimony?

I will discuss these topics:

Rhead, Di 1
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Pro forma adjustments in the test year to recognize investments in plant in
service through December 31, 2009.

Explanation of the purchased water expense adjustment as it relates to
drought protection, weather conditions, and salmon flow augmentation.

Since the last proceeding has the Company continued to invest in utility plant
in service?

Yes. The Company continues to provide new and replacement utility plant
in all areas of the business including source of supply, water treatment,
pumping, transmission and distribution mains, distribution storage, customer
service lines, customer meters, information technology, and general plant.
Are the plant in service additions used and useful in providing service to the
Company’s customers?

Yes, in my opinion they are.

Pro Forma Additions and Retirements

Can you now discuss, in general terms, the capital additions planned to be
placed in service from May 31, 2009 through December 31, 2009?

Yes. The plant additions for this time period are detailed in the attached
Exhibit No. 4 page 1 through 2. Examples of these capital additions include
customer services, meters, pumping equipment, new and replacement mains,
control equipment, facility improvements, and security upgrades.

Are there some speciﬁc clarifications or explanations felated to retirements
and fixed asset system adjustments on Exhibit No. 4?

Yes. I will clarify each below.

Rhead, Di 2
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C08C301 Auxiliary Power at Belmont ($60,087) is being removed from
plant in service due to system sale to the City of Nampa.

RO9D901 Business Park No. 4 ($94,534) is being retired from plant in
service due to déVeloper decision to abandon 925° of 12” PVC and re-install
at a later date. |

C08J502 Replacement Laptops ($5,200), CO8K103 Commercial General
Plant ($3,022) and CO8K702 Replace Security Equipment ($4,500) are all
being retired from plént in service which was missed in 2008.

Fixed asset system adjustments to previously closed projects ($60,232) is
being removed from plant in service due to an over allocation in AFUDC
charged to several projects in the last few years.

Will these plant additions be in service by the end of the pro forma period?
Yes. These items are ongoing and planned for completion by the end of the
pro forma period.

Will the plant additions shown on Exhibit No. 4 be used and useful in
providing service to the Company’s customers?

Yes, in my opinion they will.

Purchased Water Expense

Please discuss the basis for United Water’s purchased water expense in the
pro forma amount of $168,854 as shown on Exhibit 11 Summary of Witness
Loy testimony.

The annual cost for surface water is related to multiple factors. The primary

factor in establishing an annual cost is balancing the use of short term rental

- Rhead, Di 3
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pool water when available versus longer term storage contracts between the
Bureau of Reclamation (BOR) and the Company. This in turn is directly
related to the snow pack or moisture conditions for any given year. Annual
purchased water has ranged from approximately $186,000 to $122,000
during the period from 2004-2009. The Company believes the most prudent
policy is to rent or lease water at a lower cost when available and preserve
the more reliable storage space for drought protection when rental water is
unavailable or becomes extremely costly due to limited availability. It
should be noted that the BOR contract payments for 2,100 acre feet must be
made even if the water is not used in any given year. These contracts are
shown in Exhibit No. 5 identified by a double asterisk (**).

Are there other variable factors in predicting purchased water expense?

Yes, specifically related to the Snake River exchange credit. This credit is
shown in Exhibit No. 5 identified by a single asterisk (*).

Can you clarify how this credit is administered by the Boise River Water
Master?

Yes. The Company owns 2 natural flow surface water rights (Wilson and
Initial Butte) in the Snake River. The BOR also own surface water rights in
the Snake and Boise Rivers. During early summer each year the BOR uses
their rights to augment or increase the natural in-stream flow in both rivers to
aid the salmon smolt in their journey to the Pacific Ocean. The Company
obtained a transfer exchange agreement with Idaho Department of Water

Resources (IDWR) and BOR that allows the Company to divert surface
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water from the Boise River during this flow augmentation period in
exchange for not diverting water it owns in the Snake River. This exchange
provides enough water each day for both the Columbia and Marden Water
Treatment Plants to operate completely on natural flow during this
approximate 60 day augmentation period. The Boise River Water Master
records this exchange for both the Company and the BOR.

How does this exchange credit affect annual purchased water expense?
During this augmentation period (typically May 20"-June 20“‘) the

Company’s two surface water plants operate using natural flow, therefore no

| purchased water costs are incurred. The exchange credit has varied from

approximately 2;500 acre feet>to 3,500 acre feet depending on length of
season and up-stream availability. This variability in annual exchange credit
in turn affects how much water must be rented after the salmon augmentation
period.

Please more fully explain what is depicted on Exhibit No. 5.

In order to meet potential peak day summer demands, the Company must
acquire between 12,000 to 13,000 acre feet of surface water to operate the
Columbia and Marden Water treatment plants. As explained above, there are
a number of options for acquiring that necessary surface water. Each year it
is my responsibility to assemble a least-cost portfolio of surface water
resources for operation of the treatment plants. Exhibit No. 5 represents the

portfolio of resources that must be available to meet anticipated demand.

Rhead, Di 5
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Do you believe $168,854, as depicted on Exhibit No. 5 is a reasonable
allowance for purchased water expense for rate making purposes?

Yes. Based on my experience in acquiring surface water to meet potential
demand, I believe it is.

Does this conclude your testimony?

Yes.

Rhead, Di 6
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