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Please state 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. I 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. [ am a

registered professional engineer in Idaho, Oregon, Washington, Utah and New

Mexico. Iam also a certified Idaho Water Treatment Opgrator Level I and

Distribution Operator Level IV.

What is the purpose of your testimony?

I'will discuss these topics:

*  Pro forma adjustments in the test year to recognize investments in plant in service
through November 30, 2011.

e  Explanation of the purchased water expense adjustment as it relates to drought

protection, weather conditions, and salmon flow augmentation.

Rhead, Di 1
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e Installation of auxiliary power on property purchased adjacent the Columbia Raw
Water Pumping Facility.

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

service? | |

Yes. The Company continues to provide new and réplacement 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 they are and so will be the assets projected from May 1 through November 30

which I will discuss below.

Pro Forma Additions and Retirements

Q.

Can you now discuss, in general terms, the capital additions planned to be placed in
service from May 1, 2011 through November 30, 2011?

Yes. The pro forma plant additions for this time period are detailed two locations with
associated exhibits. May 1 thiough June 30 are explained in testimony provided by Mr
Doherty. July 1 through November 30 are detailed in the attached Exhibit No. 3.
Examples of these capital additions inclﬁde customer services, meters, pumping
equipment, new and replacement mains, distribution storage, control equipment,
facility improvements, security upgrades and investments in the Company’s new
customer information system.

Are there also some retirements and fixed asset system adjustments on Exhibit 3?

Rhead, Di 2
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Yes. These retirements include the legacy customer informe_ltion system, customer
services, meters, pumping equipment, new and replacemént mains, distribution
storage, control equipment, information technology equipment, facility improvements,
office furniture/equipment, engineering master plan, security upgrades and general
plant.

Will these plant additions be in service by the end of the pro forma period?

Yes. These items are underway and planned for completion by the end of the pro
forma period at November 30, 201 1.

Will the plant additions shown on Exhibit No. 3 be used and useful in providing
service to the Company’s customers?

Yes they will.

Purchased Water Expense

Q.

Please discuss the basis for United Water’s purchased water expense in the pro forma
amount of $142,672 as shown on Exhibit 11 accompanying the testimony of Witness
Healy.

The annual cost for surface water hinges on multiple factors. The primary factor in
establishing the annual cost is balancing the use of short term rental 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 $130,000 during the period from 2004-2010. The
Company balances its surface water portfolio by renting or leasing water at a lower

cost when available and preserving the more reliable storage space for drought
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protection when rental water is unavailable or becomes extremely costly due to limited
availability. In this way the Company minimizes current year costs while guarding
against future shortages or high prices. 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. 4 identified by a double asterisk (**).
Are the lease/contract costs generally known and measureable related to purchase
water expense? |

Yes, these agreements have been executed and are assigned under the column heading
called “Contract Status” on Exhibit No. 4.

Can you clarify why purchased water expense proposed in the proforma period
exceeds the test year expense by approximately $13,000?

The primary reason for this expense increase is drought protection to assure enough
storage water and senior natural flow to operate the surface water treatment plants in
the event of low snow pack and associated storage water carryover. The Company’s
natural flow Water rights are very junior in priority and transition to storage water
release occurs according the control of the Boise River Water Master. In drought years
this transition happens early 1n the season and more storage release is necessary to
operate until the next spring when the process starts again. We have been in a
relatively wet snow pack cycle but this can all change if we experience two dry years
in a row as has happened in the past. This additionai $13,000 expense is associated
with leases that provide additional storage and senior natural flow from the existing
owners of these water rights.

Can you explain in detail the breakdown of this additional éxpense?
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Yes. There are three known and measurable changes to the‘ level of purchased water
expense included in the test year. First, the Company has increased the volume of
water leased under the agreement with Boise Valley Irrigation District (BVID) from
1,000 acre feet to 1,500 acre feet. The increase in leased volume with BVID results in
a corresponding increase of 500 acre feet in the Basin 63 Rental Pool volume. Third,
we have been notified by Boise City Canal Company that its charge per unit will
increase from $95 per unit to $98 per unit in 2012. These changes are reflected in
Exhibit No. 4 which produce the total purchased water expense of $142,672.

Do you believe $142,672, as depicted on Exhibit No. 4 is a reasonable allowance for
purchased water expense for rate making purposes?

Yes. Based on my exI.;)erience in acquiring surface water to meet potential demand, I

believe it is.

Installation of Auxiliary Power at the Columbia Raw Water Pumping Facility

Q.

Can you explain the Company’s decision to install auxiliary electric power at the
Columbia Raw Water Pumping facility and terminate the Schedule 46: Uniform
Alternate Distribution Service Agreement with Idaho Power Company?

Yes. The Columbia pumping facility is located on the Boise River near Highway 21
and is jointly owned and operated with Micron Technology and the J.R. Simplot
Company and it is the sole source of raw water for the Columbia Water Treatmeﬁt
Plant (CWTP). The Company’s investment in the facility has been previously
approved by the Commission.

Do you believe it is prudent to have back-up or redundant electric power at the

pumping facility?

Rhead, Di 5
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Yes. Because the Columbia Water Treatment Plant can provide approximately
6,000,000 gpd to the Company’s system, it is important that the source of water be
available particularly during the summer peak production season, under all foreseeable
conditions. Previously, back up electric power was provided under a Schedule 46,
Alternate Distribution Service Agreement with Idaho Power Company with an
associated annual expense of $75,716, that amount is now reduced to $21,160
resulting in an annual savings of $54,556.

Can you explain the costs associated with termination of the Idaho Power Company
Alternate Distribution Agreement with Idaho Power Company.?

Yes. The Agreemc_ent is in the process of being terminated. The termination letter was
sent on July 27, 2011. This results in an annual expense savings of approximately
$54,556. In conjunction with termination, a payment of approximately $74,272 to
Idaho Power is réquired to compensate Idaho Power for non-salvable equipment. As
explained in the testimony of Ms. Cary, the Company is requesting a two-year
amortization of that payment.

Has the Company taken steps to improve redundant electric power for the pumping
facility?

Yes. The Company has installed a 800 kW diesel electric power generation unit on
land adjacent to the pumping facility. In the event of a power outage, automated
switching equipment will immediately start the diesel generation, insuring that water
is provided to the CWTP on an un-interrupted basis. The diesel generating unit was

placed in service in February of 2011.
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Do you believe it is more prudent for the Company to own the redundant source of
electric power rather than rely on contractual redundancy?

Yes. Having direct control of standby power and associated pumping cépacity is
much more reliable than relying of transmission circuits and automatic transfer
switches from Idaho Power.

Was it necessary for the Company to acquire the real estate upon which the generating
facility is located?

Yes. The original parcel of property on which the pumping facility is located was not
large enough to accommodate the addition of thg generating facilities. The only
adjacent property upon which a generating facility could be placed was owned by Mr.
Marion Smith (MS). Over a period of five years I engaged Mr. Smith in discussion
about possible purchase of his property and agreement was finally reached in July of
2009. |

Were there any unusual features of the negotiations with Mr. Smith?

Yes there were. The Smith property abuts a road way that runs along the New York
Canal. The roadway provides the only access to the pumping facility and to Mr.
Smith’s home. Ownership and access rights of this road to the pumping station were
previously in doubt. |

Can you explain more regarding this roadway and access ownership question?

Yes. The United States Bureau of Reclamation (BOR) obtained the New York Canal

' Right of Way (ROW) pursuant to a conveyance from the New York Canal Co. Ltd. in

1906. That conveyance was vague in its description of the property conveyed. The

BOR believed that this conveyance created an exclusive perpetual easement to build

Rhead, Di 7
United Water Idaho Inc.



10

11

12

13

14

15

16

17

and maintain the canal for a distance of twenty five feet (25°) from the toe of the canal
bank. Marion Smith believed conveyances from his predecessors’ created ownership
underneath the roadway and to the center line of the New York Canal. Additionally,
the BOR had not stopped or impeded this access along the roadway for over one
hundred years. Mr. Smith contended his ownership interest included the right to use
the roadway so long as such use did not unreasonably interfere Wlth the BOR access
rights. In the Company’s view, the best course of action was to secure all of Mr. |
Smith’s rights, including his claim of access rights, thereby creating the strongest
possible position in the event there was ever a challenge by BOR.

Was Mr. Smith willing to sell anything less than the full parcel?

No. Mr. Smith was unwilling to sell anything less than the full parcel of property. This

became very apparent to me during my long discussions with Mr. Smith. Thus, in

‘order to reduce doubt about access to the pumping and generating facilities and to

meet Mr. Smith’s non-negotiable condition, it was necessary for the Company to
purchase the entire acreage owned by Mr. Smith.
Q. Does this conclude your testimony?

Yes.
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