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1 PROCEEDI NGS

2 THE HEARI NG OFFICER  So, we are on the record

3 in the Matter of the Application of Danmeron Valley \Water

4 Wurks, LLC, for Approval of a General Rate Increase and

5 Expansion of Service Area. This is Docket Nunber

6 15-2025-01. M nanme is Jenny Johnson. | ama new ALJ

7 wth the Public Service Comm ssion and | have been assigned

8 to conduct this hearing.

9 For the record, the application is for an increase
10 in the service connection fee. The fee is currently $1500
11 and the proposed increase is to $2,000.

12 In addition, it's for an increase on the rates

13 that apply to usage according to a tiered structure and al so

14  taking into account sone irrigation shares and some

15  sharehol der issues.

16 The | ast general rate increase was in 2004, and

17 in 2008 the conpany added a conservation rate which was

18 an opt-in rate. Have | got that pretty much accurate?

19 MR PACE: It was opt in for those current

20 custoners --

21 THE HEARI NG OFFI CER:  Ri ght.

22 MR. PACE: -- and mandatory for all future --

23 THE HEARI NG OFFI CER Ri ght.

24 MR. PACE: -- custoners.

25 THE HEARI NG OFFI CER. Thank you for that
Litigation Services | 800-330-1112
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clarification. Al right. Let's put appearances on the

record. For the Applicant Dammeron Valley?

MR. PACE: Yes.

THE HEARI NG OFFI CER  Go ahead and state your
name, please.

MR PACE: Brooks Pace.

THE HEARI NG OFFI CER. Thank you.

And your position with the conpany?

MR. PACE: |'mthe managi ng nenber of Danmeron
Val |l ey Water Works, LLC and the president of the Dammeron
Cor poration which wholly owns the LLC

THE HEARI NG OFFI CER  (kay. Thank you.

And for the Division?

M5. SCHM D: Patricia E. Schmd with the
Attorney Ceneral's Ofice on behalf of the Division of
Public Uilities, and with ne as the Division's w tnesses
are M. WIIliamDuncan and M. Mark Long. Thank you.

THE HEARI NG OFFI CER And the intervenor?

MS. HIELLE: Barbara Helle on ny own behal f.

THE HEARI NG OFFICER.  And, Ms. Helle, will you
spell your |ast nane for the court reporter. It is unusual.

MS. HIELLE: Hj-e-l-Il-e

THE HEARI NG OFFI CER. Al'l ri ght.

M. Pace, we'll begin with you.

MR PACE: Wuld you like me to stand up?

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 15-2025-01 - 08/11/2015

© 00 ~N oo o A O wWw N P

N T N N I T S R N e e N o
g A W N P O © 0O N O O N~ W N Rk O

] . Page /
THE HEARING OFFICER  You're fine right there.

| f you would, just pull your mcrophone towards you and
make sure that it's on
DI RECT TESTI MONY OF BROOKS PACE
(Sworn in page 24)

MR, PACE: The case | need to nake -- we nmade a
proposal. The proposal we've made in applying for this rate
case was generally a 25 percent increase in the rates in al
categories wth the exception of irrigation, it was about a
28 percent increase. And then we intended to | eave the
standby fee the same at $20.

This is a 38, 39-year-old rate structure that
evolved with the coomunity. A lot of this is going to be
redundant. And you can stop nme. |If you've read everything
| submitted and | start boring you and you say, "Wl
| already know all of that stuff" because |I don't have
much to add beyond what | have already submtted.

THE HEARI NG OFFICER. Al right.

MR. PACE: W stubbornly prefer the rate structure
that we've had for all these years. |t has evol ved.

We started devel oping very large lots, five-acre lots.
They got very large tappings up to 1600 gallons a nonth
at the base rate.
Then later we went to smaller |lots, one-acre |ots,

and we went to one and a half, what we called one and a half

Litigation Services | 800-330-1112
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t appi ng which was 1200 gal |l ons a day or 36,000 gallons a

nmonth, the base rate, and then overages appli ed.

From day one, we always had a progressive rate
if they went over their allocated water. That's why these
al l ocations were inportant and that's why sonebody |ike
Barbara is very concerned that that allocation renains
intact. | believe that's her position.

So, at this point, | think the Division is
proposing a total overhaul of our rate structure, a total
elimnation of the conservation rate that was established
and approved by Judge Goodw || in 2008.

Ms. Schmid was a part of that hearing, and | think
she woul d corroborate that at that tine we were actually
appl auded for comng up with an innovated incentive to
conserve because we had always had the big stick to
conserve by fairly severe overage rates.

So, it's just confusing to us why the Division
inthis mere six or seven years has decided to try and do
a nore or |ess one-size-fits-all policy regarding | guess
all water conpanies, but little water conpani es.

From day one it's been enphasized that the big
fear in these little water conpanies is they go belly up,
the developer runs it for a while, finishes a devel opnent,
moves on and | eaves thema can of worms for the people

to deal with and for the Comm ssion to deal with
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And | understand that. And they've also been

concerned that we haven't had a reserve account and that
we' ve actually, some years, had to subsidize; in fact, many
years and it's even been witten in the stipulations of past
rate hearings that Dammeron Corp has agreed to subsidize.

The subsi di es have been fairly mnor sone years if
we' ve had a couple of punps go out or big repairs or severa
meters that needed replacing | suppose in a given year,
we could have fairly |arge subsidies.

But the biggest subsidy we've had the |last few
years was paying off a Division of Water Resources |oan
to the conpany to put a west side transmssion line in.

The DPU felt that the west side transm ssion |ine
wasn't -- was nore of a devel oper expense than a water
conpany expense. So, they took that out.

That paynent is $50,000 a year. Wth that $50, 000
a year taken out of the water conpany, we would definitely
be in the bl ack.

Wth this 25 percent increase that we're
proposi ng, we would be in the black and be able to create
the reserve account that M. Duncan and M. Long are
concerned that we create. And | don't think that's
a bad idea, by the way.

Wth the rate increase that the Division is

proposing, it would add about an additional 40,000 of

Litigation Services | 800-330-1112
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revenue. So, our rate increase would raise the water works

revenues about 50,000 a year. They are currently around
200,000 a year. Wth approximtely 25 percent across the
board, it would raise our revenues about 50,000 to 250, 000
a year. The Division's proposal would raise our revenues
to about 290 to $295,000 a year. So, you mi ght wonder how
stupid | could be to come in here and fight another $40, 000
a year comng into the water conpany.

But | would i magi ne you coul d understand that the
wat er conpany and ny running a very quality water conpany
and nme having very fair rates, we've always tried to tag
‘the City of St. CGeorge's rates and never be above them

It's inportant; right? | nean, the devel opnment
conpany owns the water conpany. So that we mght have to
subsi di ze the water conmpany now and then is not particularly
pai nful because we want people to | ove our water conpany.

We are selling land which is worthless w thout
water as we all know. So, at the point that we have to
replace a punp, build a tank for redundancy, drill another
well just in case. W're an isolated community.

We're mles fromany other community. W aren't
connected by water line. |If we had a major disaster, we
woul d get by. W have a standby generator in case the power
went out for a couple of days. W could punp water for, you

know, as long as there were power or --

Litigation Services | 800-330-1112
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1 Wll, we have a punp. W could even punp water

2 out of a diesel tank in the ground. So, we would get by.

3 But there could be other kinds of disasters,

4 | don't know, an earthquake that destroyed our tanks,

5 you know, our punping systemor sonething |ike that.

6 | mean, so, fromday one, |'ve always built

7 redundancy into the system And the Division felt that that
8 redundancy was really building for future customers. And |
9 think | can understand that they could take that position.
10 But in ny mnd, the redundancy was required

11  because we were a small systema | ong ways from anybody.

12 And so, we have got excess storage. W' ve got three punps
13 that we can put on line. One of them-- any of two of them
14  can punp all the water we ever need at any one tine, and the
15 third one can punp the water we need for culinary only.

16 So, my whol e case here, | think the Division has
17 done a very in-depth study. | think |'ve learned a |ot.

18 And | think taking that 50,000 and nmoving it over to the

19  devel opnent conpany is fine. W didit. W're naking
20 the paynment this nonth out of Dammeron Corp.
21 And so, what | would say is that we -- | |ove our
22 conservation rate. | think it was a very good nove in the
23 right direction. It was an incentive for people to
24  conserve. And we're not in the nost pecunious of
25 conmunities but we are -- have got a |ot of people that live
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pretty close to the ground. And a hundred dollars a year

savings is actually quite a big deal to them And that's --

They can save a hundred-plus dollars a year if
they go on the conservation rate and they agree to conserve
and practice conservation. And it's very easy because even
the conservation rate allows them 400 gal |l ons a day.

The average water usage, not counting the irrigators
inthe valley, is alittle under 500 gallons a day.

So, even the big lots, the five-acre lots, if they
don't have an irrigation share, they're still comng in at
an average of 500 gallons a day.

So, the 400 gallons a day isn't highly punitive
and the overage rate, the first tier of overage rate, if
t hey used 24,000 gallons a nonth throughout the sumrer and
then paid their lowrate in the winter, they would then just
about match the person on the first tier, so they could use
24,000 gallons for just six or $7 over what the person
on the first tier would be.

But then it becomes very punitive as you'll see
our schedule. It goes to two fifty a thousand and
eventual ly three fifty a thousand which is a very punitive
rate. So, we would like to keep the irrigation rate.

We would like to keep the tiers. And we would like to keep
the -- we would like to keep the irrigation rate | ow.

| mean, you're leaving the irrigation rate.

Litigation Services | 800-330-1112
www. | i tigationservices.com
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The Division's proposal is to raise the irrigation

rate by about 80 percent. Qur proposal would raise the
irrigation rate to around, | think it was 28 percent.

" mgoing from25 to 32 cents. The conservation rate,
raising it 25 percent, would have only brought it to $23

a nonth raising the standard rate from30 to 38, 25 percent,
raised it to $38 a nonth.

So, | have said to the Division in an attenpt to
conprom se and us be able to maybe cone into this hearing
alittle nore unified than we are, that | saw conprom se
bei ng highly possible, another ten or 15 or even 20 percent
increase in that conservation rate so they went from 18
rather than going to 23 to $28 a nonth but still $10 |ess
than the standard rate would give -- still |eave the
incentive but make up a |l ot of the revenue that the
Division is concerned about us |osing.

The irrigation rate, the sane thing.
| ' mproposing it go to 32 cents. Wll, that's the one
| was tal king about. The irrigation rate, we would be
wlling to go to 35 cents, 38 cents.

If we have to go to 45 cents, | can't say that
it's aterrible rate, but we have a |ot of large irrigation
custonmers. | said in exhibit -- should | break that out?

THE HEARI NG OFFI CER That's fi ne.

MR PACE: My | get up, Your Honor, and show you

Litigation Services | 800-330-1112
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this map? The valley is very -- all of this green --

THE HEARING OFFICER.  I'II tell you what,

"Il 1ook on the one that | have. You can show that one
to everybody el se.

MR PACE: I'Il leave it here if anybody wants to
l ook at this up close. Al the green on the map is where we
have irrigation. The little dots indicate -- the tiny dots
indicate a one acre-foot irrigation share. You see those
scattered all over the valley. The bigger dot indicates
a-- the larger dots indicate a two to three acre-foot
irrigation share they may have.

And then, the solid areas indicate that there's
basically irrigation water allocated for those lots. And as
|'ve said in ny testinmony, we are trying to becone a horse
comunity. We've always been trying to becone a horse
community, but we're very interested in becom ng an
agriculture conmunity as well.

And we have various -- | don't know whether --
since | didn't file these as an exhibit, do I have a right
to show you a few pictures?

THE HEARI NG OFFI CER. You can nove for their entry
into the record and we'll see if anybody has an objection.

MR PACE: 1'd nove for -- these are just pictures
of the area; the vineyards, the park and things |ike that.

THE HEARI NG OFFI CER:°  Woul d you et Ms. Schm d

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 15-2025-01 - 08/11/2015

© 00 ~N oo o A O wWw N P

N T N N I T S R N e e N o
g A W N P O © 0O N O O N~ W N Rk O

Page 15
take a | ook at those?

MS. SCHM D: Thank you.

MR. PACE: This is just to give you an idea that
we're just not a piece of flat land out in the dessert.
It's an incredibly beautiful valley and community surrounded
by mountains on all sides.

And a lot of agriculture is comng in. These
are -- there's now eight acres of vineyards planted, and
state | ands has agreed to sell this devel oper, this grower
15 nore acres. And long term he wants to have about 35 to
40 acres. This is a one-acre organic garden for doing food
for two restaurants this fellow owns for farmto-table
organic produce. W're trying to create an agricul tural
comunity. |'mshowi ng the judge the aspects of that
that are already in operation

This is our community park. This is nore of the
orchard. And this picture didn't print very well, but I
brought it because | want to show you that a |ot of people
just |leave the sage brush. A lot of people live on their
four or 500 gallons a day and just, you know, have sage
brush and trees because it's heavily sage brush --

Al'l the land, if nobody plowed it up, there woul d
be the street-covered | and and sage-brush-covered | and and
you don't really have to do gardening.

So, our position is that our rate structure --

Litigation Services | 800-330-1112
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1 | guess | need to -- and thisis -- if | could just rgg °

2 fromyesterday's paper in St. George, the Daily Spectrum

3 "The recent results of the envisioned Uah survey

4 where 52,000 people participated as it pertains to

5 sout hwestern U ah, Washington and Iron County rated

6 i mproving food self sufficiency as the highest

7 priority, naintaining open space provided by

8 farns and ranches were rated second and third.

9 "In order to make this possible, many sout hwest
10 Utahns are willing to stop the building of hones and
11 busi nesses on high quality agricultural Iland."

12 So, St. CGeorge has lost its agriculture. | nean,
13  when | was a kid growi ng up, the Washington fields and

14  Enterprise, they were truck farns serving Las Vegas and

15  Southern California.

16 When the Col orado aqueduct cane in and the big
17 damm systens in the md part of the last century, it w ped
18 out those businesses because the Inperial Valley was closer
19 to the population centers and they were getting essentially
20 free water. So, the truck farmindustry and the |ocal

21  produce root farmindustry in southern Utah sort of went

22  away.

23 But there's a lot of nmovenment back toward it.

24  There's a | ot of encouragenent for people like this fellow
25 that's growing it for his own restaurants. He's got a
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partner that may join in that would like to growit,

serve Las Vegas restaurants that want to be farmto table.

So, we're, at build-out, intending to have 40
to 42 percent of our water allocated to agriculture whether
it's horse pasture, whether it's people grow ng produce,
whether it's people with goats or just orchards, vineyards,
whatever it turns out to be.

I'"mjust going to refer to ny notes for just a
second and see if |'ve covered about everything.

The thing that | say I'd like to enphasize in ny
thing I sent in on June 30th is that the other reason to
have a ot of water and agriculture is that it really does
add not only the aesthetics to the community but it adds
sustainability to the community and crisis resistance
because our tariff gives us the right to turn off irrigators
at any time if we have a punp go out and we have to use our
smal | punp, we could turn off our irrigators. |If we had a
maj or crisis of some kind, we could turn off the irrigators.

So, if half, alnmost half our water is allocated
toirrigation, it actually saves us fromever being in the
position of Marin County a few years ago you m ght renmenber
when they were having to put bricks in their toilet to get
by. So, it's a shane that the agricultural water in the
St. George and Washington fields and Hurricane fields is

all going to culinary.
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Soneday if they decide to growto three to five

to 600,000 people, they will have crises. W won't.
We wi Il have redundancy of water, redundancy of storage,
redundancy of punping systens.

|"ve enphasized why | |ike the conservation rate.
The irrigation rate | would enphasize nore. | think
Ms. Helle is going to get into this and probably have nore
to say on it than | wll because she's -- well, she's living
it. She has a greenhouse. They grow, |'massumng, a |ot
of their own produce. | think they have fruit trees.
They're not alone. Many, many peopl e do.

And sonme people have -- and if you see these |arge
things along the highway where the large green strips are,
those are the people that got irrigation water given to them
wth their lot. But the land was restricted. It could only
be irrigated on. No barns. No farmbuildings. Only fences
and irrigated crop. And if they didn't irrigate the crop
that needed it and they didn't irrigate it, they needed
to nurse it back into sage brush or wild flowers.

So, we've got a lot of water tied up along the
hi ghway. And the goal was to, so, as you drive through the
community, you're not |ooking at backyards of hones.

You're | ooking at these irrigated pastures.
Now, it's only worked so well because a | ot of

peopl e haven't either -- they bought the |land. They weren't
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really farmers, so they left the sage brush like that one

picture | showed you. But some have. Sone have goats.

Sonme guy has about 50 goats on his little two
or three acres. A lot of people have horses. This great
Vinter guy has now got eight acres planted and goi ng
to do nore.

But |I'msaying, raising the irrigation rate too
much could really be a big disincentive for these people
that we're trying to notivate to use those water -- because
we deeded those water rights to these people. | can't get
them back. |If they don't use them they're subject to being
lost. So, keeping a reasonably lowirrigation rate | think
Is very inmportant to us. And | hope it can be nore what
we're proposing. Sonme -- 32 cents per thousand gallons
whi ch does | believe cover our costs.

When we applied for the rate in 1987, we said we
were comng up with a revenue-neutral rate. And by that
| meant, pay the electricity cost which at that tine was
about ten cents a thousand gallons -- it's now about
15 cents a thousand gallons -- and their share of repair
and mai nt enance of the punps.

So, that was effective. It was a revenue-neutral
rate. | know the Division is going to make the case t hat
this is a subsidy of those people with irrigation rates

by all those people that don't have them
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1 Qur positionis, it's not a subsidy. It's a great
2 incentive for everybody. You'll hear this from M. Gaufin
3 when | have her stand up to speak.

4 | mean, everybody |oves the fact that, oh, there's
5 a pasture with horses. Sonebody's doing something with the
6 land. The great thing is that just the first five acres

7 just went in a year ago and the next three just went in the
8 spring. People love it. They drive out of their way to go
9 seeit. It's avery big hit.

10 Agricul ture, because it's going away | guess is
11  nore appreciated than ever is what |'m saying because it's
12 alnost totally gone away fromthe | owl ands of |vins and

13 St. CGeorge, Washington, and Hurricane fields. There's very,
14 very little and it's all destined to go into hones as wel|.
15 A community like ours is one of the rare ones

16 that's really setting aside significant water for

17 agriculture. So, | think that saving that reasonably | ow
18 irrigation rate is really inportant to the community as

19 well. And | don't think anybody would say | feel resentful
20 that |'msubsidizing those people that own irrigation rates
21 when | don't have one. | just don't think you would hear
22 that. | don't think you have heard it. | don't think the
23 Division has heard it fromanybody that's gotten invol ved
24 in a study of the case.
25 So, all | can say is, you know, | can hold this up
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and rem nd you that we have drought situations that are

com ng our way. They're on us in southern Utah and
they're -- if not for this wet sumrer, they'd be on you
right here and now and they'll be on us all soon enough.

And so, basically, getting people to use |ess
water, |learn howto use |less water and have an incentive
to use less water is good for the entire southwestern
United States. W happen to be only about half built out.

So, we have enough water that we're not so tight
that it would really be -- it's not that big a deal for us
but it's going to be a big deal for us because things are
boom ng. The state |and that we're devel oping now is going
to go fast. The community will be a comunity of seven or
800 hones within ten years, say. And we w || be reaching
the build-out of our water, et cetera.

And at that time, if | had people that really had
an incentive -- the Division has made the point that in the
seven years since the conservation rate was approved,
we haven't done any new subdivisions. It's been this crash
time, so we haven't done new subdi vi sions, so nobody's been
forced onto it and only 14 people have converted to it.

And that's a shock. And so, at a town hal
meeting the other night, | had an opportunity to speak
to several different tables of people and | said, one,

why didn't you get involved in this rate case?
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1 You knew about it. W sent out notice that it's
2 the end of January. Wy didn't you go on the website and

3 learn about what the cutoff dates and so forth were?

4 Then the end of April we sent out another thing,
5 don't forget the rate case. Go on the website. Learn about
6 the rate case. Then the 15th of My, 15 days later, we had
7 our annual neeting. | stood up at the neeting to give ny

8 devel oper report and water report.

9 And | said, let me see a show of hands. How nany
10  people of you have gone on the website now? This is --

11 Now, you got a notice the end of Decenber.

12 You got another notice 15 days ago on your water bill,

13 alittle wite-up on the back of the bill of what the

14 rate case was all about and how to go on the website,

15 how to reach M. Long and M. Duncan.

16 Nobody. Not one person raised their hand.

17 So, last week in these little visioning sessions that the
18 board is holding, | had a chance to talk to five or six

19 tables of people five or six at a tinme.
20 And | said, why the disinterest in this thing?

21 And their nain conment was, the water is so cheap and you' ve
22 always fought for, you know, doing the right thing.

23 It just -- so, we went -- one guy said, | went on the

24  website and | just couldn't understand all the pages that
25 the Division was presenting. | didn't have time to study
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it. | just figured you' d take care of ne.

So, you know, it's the kind of conplacency we have
in our denocracy these days unfortunately. It's alittle
surprising. | think if they had gotten word that we were
going to raise the rates, double the rates or sonething
i ke that, they may have shown a little nore interest.

But, unfortunately, they really haven't. And
fortunately, Joyce Gaufin, she's a menber of the Board of
Trustees of the Dammeron Vall ey Land Oamners Associ ation.

And she has got a |ot of experience in --

["1l let her explain it, but she has a | ot of
experience and is going to be incredibly valuable to the
board. The board has been -- sonetines been great boards.

Barbara's been on the board. She's been president
of the board in the past. Sometinmes the boards have been
dynamic and tried to do things. Sonmetines they' ve tried
to do things too aggressively.

But quite often they' ve just not -- been kind of
| ethargic and haven't been really very proactive. This |ady
is extremely proactive and she's really stirring things up.
She's the one that's creating these visioning groups and
t hi ngs.

So, we will be moving toward | think incorporation
inafewyears. And that's | think -- at the size we are,

if we did incorporate, we would -- we're already bigger
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t han nost incorporated conmunities in the state.

But at this point do | have an opportunity after
the Division to have any kind of further commrents or am
| through?

THE HEARING OFFI CER | think you'll have nore
opportunity to speak.

MR PACE: Okay.

THE HEARI NG OFFI CER You'll definitely be able to
respond to what the Division presents. Let ne just pause
for a mnute. | didn't swear M. Pace in because | didn't
realize he was going to proffer so extensively.

He is representing himself. So, | think it's
probably appropriate to allow himto proffer, but if the
Division or the intervenor would |ike himsworn, |I'Il do
t hat now.

M5. SCHMD: | would prefer that he be sworn,
pl ease.

THE HEARING OFFICER Al right. M. Pace, would
you stand up and raise your right hand, please?

MR. PACE: (Conplying).

THE HEARI NG OFFI CER: Do you sol enm swear that the
testinmony and evidence that you provide today and that you
have provided so far in this proceeding is the truth,
the whole truth, and nothing but the truth and that you

do so under penalty or perjury?
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1 MR PACE: Yes, | do. rage &>
2 THE HEARI NG OFFI CER°  Ckay. Thank you

3 Have a seat.

4 MR PACE: So, at this point, and not that

5 | won't when Joyce finishes, maybe I'Il come up with a

6 couple of other brief comrents. But | pretty much will wap
7 mne up and ask Ms. Joyce Gaufin to nake her presentation.

8 THE HEARI NG OFFI CER Al right. Wy don't you

9 conme on up here and we'll let you take the stand | guess.

10 And woul d you raise your right hand?

11 (Ms. Gaufin conplying)

12 THE HEARI NG OFFI CER Do you sol emmly swear that
13 the testinony and evidence you provide today is the truth,
14  the whole truth, and nothing but the truth, and this you

15 do under penalty of perjury?

16 MS. GAUFIN. | do

17 THE HEARI NG OFFI CER Thank you. And woul d you

18 state your full name for the record?

19 MS. GAUFIN. M name is Joyce Gaufin. And that is
20 spelled Ga-u-f-i-n. | have one of those nanes, too.

21 M5. SCHM D: Pardon nme. The Division will have

22  some cross-exam nation questions for M. Pace --

23 THE HEARI NG OFFI CER. Al'l ri ght.

24 M5. SCHM D: -- and perhaps Ms. Gaufin.

25 Wuld it appropriate to ask those after they have
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both conpleted their testinony?

THE HEARI NG OFFI CER.  If you're confortable with
that, | think that's fine.

M5. SCHMD: |1'mvery confortable with that.
Thank you.

THE HEARING OFFICER Al right. M. Pace,
go ahead with your questions for your wtness.

JOYCE GAUFI N,
having first been duly sworn, was
exam ned and testified as follows:
DI RECT EXAM NATI ON
BY MR PACE:
Q Pl ease speak
A Thank you very much. | was elected to the

Dammeron Vall ey Land Omers Board of Trustees in May of this
year. And at that time, | had proposed an opportunity to do
some conmunity visioning events which is sonmething very new
for our small comunity.

And in going through this process, we've heard
comments from many of our |andowners in small-group
di scussions as M. Pace indicated earlier.

Many peopl e seem unaware of the fact that the
water rates are going up. Those that got the notices
intheir bill at the later meetings said, why is the state

asking for such a high water rate tax hike? Well, they see
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it as a tax hike in our water rates.

And they just don't seemto be really aware of
this. | was a life-long resident of Salt Lake Gty, and |
bought my property in Damreron Valley in 1993. W built our
home in '97. W have lived there full-time for eight years.
So, | have a rather long history in Danmeron Vall ey.

During that tine the community has grown, and |
have heard very few peopl e conplain about our water services
inthe valley. | have 1.6 acres in the subdivision called
Pinion HIls. [It's a very forested area.

Due to the drought over the | ast nunber of years,
we' ve rigged up a systemof sprinkling over our hill that we
use to help sustain our pinion and juniper trees. And it's
been very beneficial.

We have only had one interruption in our service
inthe time that we've been there that was unpl anned and
| believe one planned interruption in our service.

Qur water quality is excellent. M background
is public health. This is my 42nd year in public health,
so I'mvery critically aware of the needs for clean and
healthy water. During the board neeting, M. Pace spoke
with our board. And | sent a letter electronically to
M. Long and to the Public Service Conm ssion. | have
a signed copy of the letter fromthe board. Can we...

THE HEARI NG OFFI CER.  Any obj ecti on?
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M5. SCHMD: 1'd like to take a look at it,

pl ease.

THE HEARI NG OFFI CER Sure. That woul d be
appropri ate.

MS. GAUFIN. M. Long acknow edged recei pt
of the letter electronically. And essentially during that
di scussion, the board decided that there were four key
points that we wanted to make about the rate structure
proposal s, that we support the conservation rate for
Dammeron Val | ey.

The fact that a nunber of people or a very snal
nunber of people are using it is again | believe because the
water rates are very, very affordable right now There are
only two of us in our hone and we've never exceeded our
standard water allotnent.

The rate structure for the irrigation rates is
really inportant because we have so nuch green space.
Ckay. Shall | give this --

THE HEARI NG OFFI CER Do you have an objection
Ms. Schmi d?

M5. SCHM D: The Division has no objection.

THE HEARI NG OFFICER  And did you look at it,
Ms. Helle?

M5. HIELLE: Yes, | did. No objection.

THE HEARI NG OFFICER Al right. Thank you.
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MR. PACE: No objection.

THE COURT: And, M. Pace, do you want this marked
as one of your exhibits?

MR. PACE: Yes.

THE HEARI NG OFFI CER  Have you | ooked at it as

wel | ?

MR PACE: | don't know that |'ve seen the final
draft. Is it going to be read into the record or are you
just --

THE HEARI NG OFFICER. Do you want to read it into
the record?
GAUFIN. | --
PACE: | would like it read into the record.
GAUFIN:  The whole letter?
PACE: Yeah.
MS. GAUFIN. Ckay. Well, then, so, this is in

2 5 30

reference to the Danmeron Val |l ey Water Wrks Rate Case
Rebuttal Docket 2025-01 to Mark Long.
"Dear M. Long: "The Dammreron Valley Landowners
Associ ation (DVLA) Board of Directors is in full
support of the Dameron Valley Water Works (DVWY
2015 proposed rate structure. Sone of our Board
menbers have lived in the valley since 1993, and during
that time, M. Brooks Pace, and Dammeron Valley Water

Wor ks have provided the highest |evel of water quality
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and service delivery to all |andowners.

"The proposed DVWVN structure was devel oped to neet
t he specific needs of our unique comunity. W believe
that this rate structure is the best option for
property owners for the follow ng reasons:

"The rate structure affords property owners an
option to choose a conservation rate. W believe that
in today's climte, having an opportunity to practice
vol untary conservation that includes a financi al
incentive is a nodel for the rest of the state.

"The rate structure provides lowirrigation rates
to incentivize |landowners with |arge lots that serve
as community 'green space.' All residents benefit from
wel | -mai ntained | ots that provide grass and feed for
ani mal s while reduci ng weeds that nmay spread to ot her
properti es.

“"The |l arge anount of irrigation water" in" the
system has" been "set aside is insurance agai nst
a prolonged drought. If it is priced too high,
people won't use it.

"Landowners have not protested the proposed rate
structure to the DVLA. During recent conmunity
pl anni ng activities, positive comments were presented
by | andowners.

"We understand that the Departnent of Public
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Utilities has concerns regarding the establishnent of a

reserve fund of adequate size to ensure that Danmeron
Val l ey Water Wirks will be able to address any
potential |arge equipment or structure |osses.

"We understand that M. Pace has agreed to
establish such a reserve fund. He believes that this
can be done within the proposed rate structure.

"One of our menbers will attend the hearing
in Salt Lake City. W request that you support the
proposed rate structure to ensure that Dammeron Vall ey
Wi |l continue to have one of the finest private water
systens in the State of Uah. Thank you for your
consi deration.

"Sincerely" -- the letter is signed by

Robert Allan, President of the Dammeron Val |l ey Landowners
Associ ation Board of Directors.

THE HEARI NG OFFI CER And, M. Pace, do you want

this marked as an exhibit?

MR. PACE: Yes, please.

(Applicant's Exhibit-1, Exhibit-2, and Exhibit-3

mar ked)

THE HEARING OFFICER Al right. So, just so
everyone knows and the record is clear, |I've marked the map
as the Applicant's Exhibit-1. | have marked the pictures as

one exhibit with nultiple pages as Exhibit-2. And we'll
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mark this as the Applicant's Exhibit-3. Anything el se?

MS. GAUFIN. Just, again, to add something on the
vi sioning sessions. W're trying -- we have a unique
comunity in Dammeron Valley. Qur devel oper |ives
and is one of our neighbors in that comunity.

And that nakes for a very good community. It is
unusual . |I'"mnot sure that there are rules and regul ations
that cover that. What | have learned by living in this
smal | rural community is that we have many very conservative
nei ghbors. And they are very suspect of governnent entities
in general and especially the ones that seemfar renoved
fromour comunity.

| believe that we -- this uniqueness makes us a
very special place. However, we do want to ensure a solid
future for our water system W believe that the proposa
that M. Pace and the conpany have placed before us today
will help us get there in the future.

| believe that those are ny prinmary comrents
unl ess there are questions.

THE HEARI NG OFFI CER:  Questions fromthe Division?

M5. SCHM D: No questions for this w tness but |
do have some for M. Pace.

THE HEARI NG OFFI CER.  Ckay. Ms. Hielle, do you
have any questions for this w tness?

CROSS- EXAM NATI ON
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1 BY M5. HIELLE:

2 Q Just a couple. Wen you did the visioning --

3 how many | andowners are there in Dammeron Valley?

4 MR PACE: There are about 395 hones.

5 THE HEARI NG OFFI CER M. Pace, let this w tness

6 answer.

7 THE WTNESS: Okay. | think we have 390 hones.

8 They're not all occupied at any given time. So, you could

9 say there are over 600 | andowners | believe.

10 BY M5. HIELLE:

11 Q And of that nunber, how many spoke to you

12 specifically about the water tariff proposal ?

13 A They weren't speaking to ne specifically.

14  They were speaking in groups and they were recording their

15 coments. And | believe we've had 70 people at |east that

16 have attended those sessions now, at |east 70 people who

17 have commented not just on the water issues but on the

18 vision for Dammeron Vall ey.

19 Q And | assume that of those 70, not all comrented

20 on the water tariff?

21 A No, not at all commented on the water

22 specifically, you're right.

23 Q You posted M. Pace's rebuttal letter on the DVLA

24  website; is that correct?

25 A No. | don't knowif -- 1 -- 1 didn't post it
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2 Q (kay. So, you were not aware of that?

3 A Huh-uh (negative).

4 Q Have you reviewed any of the Division of Public

5 Uilities spreadsheets and mat hematical anal yses?

6 A Not in detail. | did |ook at some of them and

7 | understand sone of the reasoning for that, uh-huh

8 (affirmative).

9 MS. HIELLE: (Ckay. Thank you

10 EXAM NATI ON

11 BY THE HEARI NG OFFI CER

12 Q WIl you explain to nme just alittle bit what the
13 DVLA is, whomit represents, and how it operates? | don't
14 quite understand what its relationship with the water

15 conpany is or with the residents.

16 A When Dammeron Val l ey was set up and the articles
17  of incorporation and that were set up for Dammeron Vall ey,
18 M. Pace put together a board of trustees for the |andowners
19  associ ation.
20 These individuals, it's a board of five nmenbers.
21 They are elected by the people who attend the annual
22 meeting. Their people can also send in a vote if they are
23 unable to attend the annual neeting.
24 These five voluntary nmenbers receive no
25 conpensation for their services and they have the oversight
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to enforce CC&Rs and to gain comunity input and to protect
community resources with the exception of our fire services
district. W have a special services district that
enconpasses fire services, the firehouse, fire departnent
and so on.

Q Ckay. So, in a sinplistic view but to help ne,
the DVLA woul d be sort of like --

A A honeowners --

Q -- equivalent to an HOA --

A Yes.

Q Just a very big one?

A Yes.

Q So, it operates under -- through -- by contract

w th the homeowners, basically?
A Yes.
Q When the homeowners buy a plot, they buy it
subject to the governance of the DVLA --
A Yes. They --
Q -- under the purchase contract?
A They are autonatically nade nmenbers of the DVLA
THE HEARI NG OFFI CER.  (kay. That's very hel pful.
Any ot her questions for this wtness?
(No verbal response)
THE HEARI NG OFFI CER.  (Ckay. You're excused.
MR PACE: Thank you, Joyce.
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THE HEARI NG OFFI CER.  Thank you. And woul d you

like to ask M. Pace your questions now?
M5. SCHMD: | would. Thank you
THE HEARI NG OFFI CER  Ckay. Go ahead.
BROCKS PACE
having first been duly sworn, was
exam ned and testified further as foll ows:
CROSS- EXAM NATI ON

BY M5. SCHM D

Q Good norning, M. Pace.

A Good norning, Ms. Schm d.

Q | believe that you tal ked about the Division
requiring another entity other than Danmeron Valley Water
Wrks to pay the $50,000 year payment on a | oan.

Did | recall correctly?

A Yes. They requested it be paid and | agreed to
pay it fromthe devel opment conpany to Dammreron Corporation

Q I's that because the Division believed that the
expense was not a proper expense for the water conpany?

A They believed it was not right. | -- 1 --
| argued with themthat at least half of it should be
consi dered that because we were in desperate need for
addi tional source. W have three tanks. Two of themare
by the wells and one of themis renote about three mles

as the crow flies away on the far west end of the valley.
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And so, when the water cones out of the wells,

of course it wants to go to those tanks first. Wen they're
full, we have a shut-off valve, so it forces it back down
into the valley, but it has trouble getting to our west side
tank because all the users are in between.

So, we built a line that circunvented all the

homes and went out to the west side in an attenpt to get

more -- to balance the systembetter. And, basically, it's
working. So | felt some of that cost. | felt all of the
cost until | had ny neetings wwth M. Long a couple nonths
ago down south. | felt -- | just --

The | oan was nade to Dammeron Val |l ey Water Works,
so | invited the Division of Water Resources and | didn't
real |y have another thought about it. It was the third |oan
| had taken fromthe Division to build punps and tanks and
things. And then in "94 | took a loan and in 2004 | took
aloan to build water -- deeper wells, bigger wells,
new t anks, et cetera.

So, but at this point | didn't argue. | was
trying -- | didn't mnd getting expenses out of the water
conpany because | was trying to get ny rate approved.

So, taking that 50 -- it's one pocket; right?
| nean, Danmeron Corp owns 100 percent of the water conpany.
So, for me to pay that expense out of Dammeron Corp, it

saved the $50,000 subsidy | was giving to the water conpany,
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1 so it was an easy decision to make. | felt some of itPage >

2 should have been left into ny rate base but that doesn't

3 mtter either.

4 Q M. Pace, you are aware, though, that Danmeron

5 Valley Water Wirks and Danmeron Val |l ey Corporation are

6 separate entities; correct?

7 A Yes. R ght.

8 Q Do they have separate sets of books?

9 A Yes. They always have. They were consol i dated
10  but they were separate bank accounts, separate set of books
11  fromday one. It was just a division of Dammeron Corp
12 until, you mght renenber, it was Judge Goodwi || in 2008
13 who said, | suggest that you a create a separate conpany
14  for your water conpany which we did within the year
15 Q Thank you. Speaking of separate things, is it
16 true that Dammeron Valley Water Wrks does not have a
17 separate systemfor its irrigation water?

18 A Ri ght.

19 Q Coul d Danmeron Valley Water Works put in a

20 separate systemfor its irrigation water delivery?

21 A For several mllion dollars we could build a new
22 set of wells and a new set of transmission |lines for two

23 mles into the valley but it wuldn't be practical.

24 Q Did | hear you say that you -- and |'mnot sure

25 if it's the water conpany or Dameron Corp or you personally
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subsidizing the irrigation rates or did | mshear?

A Well, the Division believes that |'m subsidizing
the irrigation rates. | don't believe |'m subsidizing the
irrigation rates. And sonmetimes in the past |'ve been
subsi di zi ng the conpany, but | don't think the irrigation
rates were a part of it. \Wen they were approved in '97 --
*87, it was understood they were to be revenue neutral.

Q Do you or Dammeron Corp have any irrigation shares
or water rights in Dammeron Valley?

A Do | personally?

Q Sorry. | should ask the question separate.

Do you personally have any irrigation shares?

A One of our famly-owned conpanies of which | own a
very smal| portion of holds all the water that is not being
used. They hol d about 500 acre feet for future devel opnent.

Q Thank you. If all the ratepayers chose to convert
to the conservation rate that you proposed, woul d revenues
fromthat cover all of Dammeron Valley Water Works' fixed
expenses?

A [f it didn"t, 1'd be in the next year for another
rate increase on the conservation rate.

MS. SCHM D. Thank you.
THE HEARI NG OFFI CER But you don't know what the
nunbers woul d be?

MR PACE: Well, 14 in the | ast seven years have
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converted to it voluntarily. Those in the future would be

forced on it if it still exists.

So, the systemwould have about 40 percent of its
custoners that would be on the conservation rate. Al of
the new state |land that we're devel oping, 250 [ots, would be
on it plus 55 nmore lots we're developing in Pinion Hlls.

So, there would be about 300 that would be forced
on the conservation rate. There would be 500 that woul d not
unl ess they wanted to voluntarily convert to it.

['mnot -- | wish nore would convert to it.

And | don't think -- | don't think enough will that it'll
ever be a big hole in our revenues.

But if everybody did or 90 percent did and
there was a big hole in the revenues, yes, | would have
to subsidize until | could cone in and get a rate increase.
BY M5. SCHM D

Q At this point, though, have you performed a study
to see if, for exanple, 90 percent of the ratepayers current
and future converted to the conservation rate if that would
cover your fixed costs?

A | can just tell you off the top of nmy head if,
say, we went to $28 rather than $38, it would be $10 per
month. So, $120 a year per customner.

So, if that 350 customers did decide to convert,

it would amount to what, $35,000. Could | handle the
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1 $35,000 shortfall? Yes, because I'mgoing to now be rage -
2 creating a 50,000 -- | don't renenber exactly what the

3 Division's nmethod of determ ning what ny reserve account

4 gets nmade up of. | think it will be the anount of

5 depreciation expense or maybe it'll be a percent of total

6 revenue, but we wll have a reserve account and we woul d

7 be able to get through a $35,000 shortfall in a year

8 if 90 percent of them converted.

9 Q I's it your understanding, then, that the capital
10 reserve account fund that the Division is proposing could be
11  used as a filler to make up insufficient revenues?

12 A | think it could be used for a filler for any kind
13 of crisis that we faced. | think it's primarily intended

14 for a major repair or sonething |like that, however.

15 M5. SCHMD:. | would just Iike the Conmm ssion

16 to take note that the Division has addressed the proper

17  uses of the reserve account in its testinony.

18 THE HEARI NG OFFI CER.  Thank you.

19 M5. SCHM D. Those are all ny questions.

20 THE HEARING OFFICER  Ms. Helle, do you have any
21 questions for M. Pace?

22 CROSS- EXAM NATI ON

23 BY M5. HIJELLE:

24 Q Just for clarification, M. Pace, we've been

25 confused about what your proposed tariff is. And | am
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| ooki ng actually at an exhibit to M. Long's testinony.

And | want to confirmthat this is your proposal
"Il take nyself as an exanple; okay? | think
| have an 800-gal | on-per-day allocation as one tapping;
right? That's what you get as you --
A Ri ght.
Q Ckay. And so, it says that you would pay your
base rate. Then you would pay tier one at a buck 75 per
t housand gal l ons and then the irrigation rate would kick in?
A No. You woul d pay your base rate on the 24, 000.
Then you go to irrigation. Then you go to -- well, |ook.
You haven't converted fromyour two tap or have you?
MS. HIELLE: We are confused about that, too,
to be perfectly honest.
M5. SCHM D: Pardon me. May | ask who "we" is?
MS. HIELLE: That's a good question. | should say
me. |'ll say nyself. |'m confused.
THE HEARI NG OFFI CER But let's just make sure
that we're all |ooking at the same thing.
Are you | ooking at Exhibit-3 that's attached to
the surrebuttal testinony?
M5. HIELLE: Yes.
THE HEARI NG OFFI CER So, M. Pace, will you find
that and ook at it with us?

MR PACE: Hold it up and let ne see which sheet
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you got.

THE HEARI NG OFFI CER. And while we're finding it,
"1l just express thanks to the Division for preparing this
chart. It's extrenely hel pful.
M5. SCHMD. My we go off record for a nonent?
| mght have an extra copy.
THE HEARI NG OFFI CER.  Ckay.
MR PACE: Well, we've got it. It's just that |I'm
not sure which sheet it is. |'mlooking froma distance.
THE HEARI NG OFFI CER (kay.
(Discussion off the record)
EXAM NATI ON
BY THE HEARI NG OFFI CER
Q All right. Do we all have this Exhibit-3?
M. Pace, do you?
| do, yes.
Do you want to | ook at this?

Yes.

o > O P

(kay. Hold on. And the Division has it.
Ms. Helle, you have it and | have it.

So, let me just nmake sure | understand sone of
these terns. |If you look at the very top chart that talks
about the current rate schedule that you have, in the second
big colum that says 800 gallon per day allocation, is the

800 gal | ons per day equivalent with the termone tapping
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that you've been using?

A Yes.
Q Ckay. And the 1200 gal | ons per day is equival ent
with a 1.5 tapping?

Ri ght.
Q And 1600 gallons is equivalent with a two tapping?
A Yes.

Q Ckay. And ny question is, how does a honeowner
get a tapping or 1.5 tappings or two tappings? Wat process
does the purchaser go through to get that base anmount?

A Ckay. Like | said, in the beginning, we did two

five-acre | ot subdivisions.

Q So, wait. Wwo's "we"?

A el |, Dammeron Corp.

Q So, Dammeron Corp is the devel oper?

A The devel oper.

Q And you own that?

A Ri ght.

Q And it owns the water conpany?

A R ght.

Q Ckay. Keep going.

A Ckay. So, in 1976, 1975 when we bought the |and,
we -- | was living in Vegas and was not intending to get

into an in-depth devel opment. And we started doing

five-acre |ots.
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1 Then we fell in love with the valley, reaIiJZ? °
2 we had water to do nore, and we went to one-acre |ots.
3 But all the five-acre lots were given the two tapping.
4 Q (kay. So, that was just part of the purchase
5 of afive-acre lot?
6 A Right. What they got. In fact, | brought along
7 some of the CC&Rs so you could | ook at these because water
8 was always spelled out very clearly in the CC&Rs.
9 Q Ckay.
10 A But the early two subdivisions --
11 Q Ckay. But | just want to make sure that I'mwth
12 you because | wasn't at the prior hearing. And | did read
13 some of it, but, so, if back in the beginning I bought a
14  five-acre lot, two tappings came wth that but that's not a
15 share. It's not the same as purchasing a share?
16 A It's not an irrigation share, right?
17 Q Ckay. And what that means is that I'mallowed to
18 use 16,000 gal | ons per day.
19 A Yeah. 1600.
20 Q 16007
21 A 1600 per day, 48,000 per nonth.
22 MR LONG On. | think | have an extra zero in
23  that.
24 THE HEARI NG OFFI CER | think you do have an extra
25 zero in there.
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MR. PACE: Oh, you do. Yeah

BY THE HEARI NG OFFI CER:
Q Ckay. 1600 gallons per day at the base rate,
what ever the base rate m ght be because over tine it's going
to have to be adjusted?
A Ri ght.
Q Ckay. Keep going.
A And then, we did about a hundred of those |ots,
100 large or 80 or 90, of those that got the two tappings.
Q Ckay.
A Then the next phase was one to three-acre |lots and
we gave themone and a half tappings.
Q Ckay.
A So, those are the 1200 gallon a day col um.
Q One- to three-acre lots.
And again, that use right cane with the purchase?
Ri ght.
Ckay.
A Then, fromthen on, we went -- and there were
about 75 lots in that subdivision.
Q kay.
A And so, fromthen on, everything that we devel oped
until we adopted the conservation rate a few years ago --
and we haven't done any subdividing since.

So, all the new subdivisions then went on
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800-gal | on- per-day all ocati on.

Q Ckay. So, how large are those |ots generally?
A Ceneral ly, there's about 50 of themthat are
three-quarter acre and all the rest are one to three acre.

Q So, between three quarter acre to three acres?

A Ri ght.

Q And t hose peopl e get 800 gallons per day at the
base rate?

A Ri ght.

Q Ckay.

A And then the conservation rate. The state
requires a .45-acre-foot which is 400 gallons a day.
That's what they want to nake sure a water conpany has
to serve their custoners.

So, that's what the conservation rate becane is
that mnimumthat the state would allow a ot to be
devel oped w th.

MS. SCHMD: My | ask a clarifying question?

THE HEARI NG OFFI CER. Pl ease do.

M5. SCHMD. M. Pace, when you say the state
requires 400 gallons, do you nmean the Division of Public
Utilities or the Division of Drinking Water Quality?

MR, PACE: DEQ Drinking water

MS. SCHM D. Thank you.

THE HEARI NG OFFI CER  Ckay.
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1 MR PACE: | went over this conservation ratF(zzag\’/\(/:iltlrlm8
2 them wth Ken Bousfield and ot her people at the Division of
3 Drinking Water. We had meetings about it. They felt good
4 about it. They felt we were going in the right direction,

5 too.

6 BY THE HEARI NG OFFI CER

7 Q Ckay. So, as you look on this exhibit which is

8 the Division's work, not yours --

9 A. Ri ght.

10 Q -- 1s this accurate?

11 Do you stipulate that these are accurate nunbers
12 and this accurately represents your current and proposed

13 rate structures?

14 A It -- in-- it's our current, yes. (kay.

15  Proposed here. kay. Let ne see if the proposed

16 is correct. (Reviewing). Yes.

17 THE HEARI NG OFFI CER Ckay. Al right.

18 Ms. Helle, | think we're all [ooking at the sane
19 thing, and I think | basically understand the nunbers.

20 So, go ahead w th whatever questions you have.

21 MS. HIELLE: Well, | think that answered --

22 | think that answered nmy -- the question that you would have
23 a base rate plus a tier and then the irrigation rate would
24 kick in.

25 MR. PACE: Your Honor, one of the things that you
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maybe didn't understand and |'mwondering if you're

confused. You had 48,000 as your allocation per nonth;
right? 96,000 in two nonths. That would be a two tapping
because you have a five-acre |ot.

But we gave people a right, if they had an
irrigation share, to convert back to the one tapping so they
didn't have to use 96,000 in a two-nonth period before they
got to the cheap water; right?

And | think you converted because Lisa told ne
that that's how you were being charged. There was a little
formyou had to sign to say | give up that other tapping.

MS. HIELLE: M predecessor in interest may have
converted. | do not know. Al though, they never built or
used the water, so | don't know

MR PACE: D d they have an irrigation share?

MS. HIELLE: Yes. They sold the water right to us
along with the lot.

MR PACE: W0 was it?

MS. HIELLE: Chri stensen.

MR. PACE: That was quite a long time ago.
| don't renenber, but Lisa clains that she's billing you
24,000. Then you go to irrigation and if you go over your
two irrigation shares, then you go to your overage.

MS. HJELLE: That's what | believe it is.

MR PACE: But there are people with irrigation
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shares that have not wanted to give up their two tapping

al locations for the sinple reason in their mnd it was |ike
giving up a water right.
CROSS- EXAM NATI ON
(Conti nued)
BY MS. HIELLE

Q Back to the point, however, M. Pace, just so |'ve
concluded this question, looking at this chart, | think it's
sel f-evident that everybody pays the base rate and one tier
and then noves into their irrigation rate?

A Wl |, sone people pay -- yeah. \atever their
tier -- whatever their allocation is. They pay their
allocation. If it's -- it's got to be at |east 800 gallons
a day. |If they are on the conservation rate, they have
to convert to the 800-gall on-a-day allocation

But there are people on 1200-gal | on-a- day
al location that have to use that before they go to
irrigation. There are people on 1600 gallon a day
al location that have to use that before they go to the
irrigation rate.

Q This woul d suggest that there are four rate
classes in the Dammeron Val |l ey Water Conpany.

In actuality, aren't there a nunber of other
categories of rate billing categories where people have

different tappings or are allowed irrigation water wthout
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owni ng a share and so forth?

A Name an exanpl e.

Q VWll, | can't. 1'mjust asking.

A Well, | nean, the only -- the only person --
remenber, in the drought years, our tariff gives us the
right to do it, we have let everybody -- last year we did it
because we thought it was going to be an incredible drought
year like we were having in '04 and '05 and ' 06.

And in those years it was so dry and because we
had the excess water, we |et everybody whether they owned an
irrigation share or not have one extra irrigation share for
that particular year.

So, that we have done four times, last year and in
‘04, '05, and '06. But that was -- if you had two
irrigation shares, then you had three to use that particul ar
year.

Q | don't think we were billed that way.

A You absolutely were billed that way. It cost us

about $8,000 | ast year by doing that.

Q | think ny bills are in an exhibit.
A Yeah. They are. |'ve got it right here. Oh.
Q One other question. Is it your understanding,

then, that whatever rate structure is approved by the
Public Service Comm ssion, that would apply to all water

deliveries through the Dammreron Vall ey Water Conpany systenf
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1 A Yes. rage >
2 MS. HJELLE: Thank you.

3 THE HEARI NG OFFI CER.  Any fol | ow up?

4 MS. SCHMD: No followup fromthe Division.

5 THE HEARI NG OFFI CER:  Ckay. M. Pace, anything
6 nore that you want to discuss right now before we nove on
7 tothe Division and its w tnesses?

8 MR PACE: No. I'mready for them

9 THE HEARI NG OFFI CER. All right.

10 Ms. Schm d, go ahead.

11 (Discussion off the record)

12 THE HEARING OFFICER: W will take a short break.
13 Go off the record.

14 (Recess taken from 10:07 a.m to 10:10 a.m)

15 THE HEARING OFFI CER. Al right. W' re back

16  on the record.

17 Does anybody antici pate needing Ms. Gaufin back?
18 M5. SCHM D: The Division does not.

19 THE HEARI NG OFFI CER  And, M. Pace?

20 MR PACE: I'mfine with releasing her to --

21 THE HEARI NG OFFI CER All right.

22 MR. PACE. -- go see her granddaughter.

23 THE HEARI NG OFFI CER. Then you' re excused.

24  You may leave if you like. Thank you for your hel p today.
25 Go ahead, Ms. Schm d.
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M5. SCHM D: Thank you. The Division would Iike

tocall -- or, actually, before |I begin with the w tnesses,
|"d like just to nake a brief statement if | may.

THE HEARI NG OFFI CER Pl ease. o right ahead.

M5. SCHM D:. This case has followed a rather
unusual procedural path. Normally in rate cases such as
this, testimony is prefiled with exhibits and then at the
hearing those exhibits and testinony are admtted and
cross-exam nation takes place on those docunents.

Here, on Friday afternoon the 7th, pursuant to the
procedural schedule which called for a witness |ist and
exhibit list, Ms. Helle and M. Pace filed wtness lists
that for both of themincluded people that had not been
previously introduced to this proceeding.

Ms. Helle's witness and exhibit list also listed
some new exhi bits which the Division had not -- was not
aware until that tine that she intended to use at hearing.
And the Division would like to note that Ms. Helle has
filed no prefiled testinony.

However, at this tinme, the Division is nmaking no
due process objections or requesting a continuance and the
Di vision supports the Conm ssion having a full and fair
record upon which to decide its case.

Addi tionally, yesterday, August 10th, the D vision

received an e-mail copy of intervenor Helle's menorandum
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of points and authorities.

| believe the nenorandum addresses what it asserts
to be the relationship between the rate-nmaking charge of the
Public Service Commission and what | will call traditiona
Ut ah water statutes, that found in Title 73 of the
Ut ah code.

The Division would Iike the opportunity to respond
to Ms. Helle's menmorandum of points and authorities and
request that it be granted perm ssion to do so and be
granted until COctober (sic) 25th to do so.

THE HEARI NG OFFI CER Any obj ection from anyone?

MR. PACE: | may have one. | nean, to drag this
case off for two nonths, | have an -- yes, | have an
objection to prolong this case for two nore nonths
W t hout even know ng what her nenorandumis asking.

M5S. SCHMD:. Ch. Pardon me. | appear to have
sai d Cctober rather than August. | meant August.

MR PACE: (kay.

THE HEARI NG OFFI CER So, we're tal king two weeks.

MR. PACE: The judge has a nonth to nake her
deci si on anyway, so that's fine.

M5. SCHM D. Thank you. And | apol ogi ze for
m sspeaking. | was perhaps thinking of the fall.

THE HEARI NG OFFI CER° Ms. Helle, any objection?

MS. HIELLE: If there were anything in there that
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called for a rebuttal, would that be okay?

THE HEARI NG OFFI CER. Does the Division have any
objection to a rebuttal ?

MS. SCHM D: The Division would prefer that there
be no rebuttal as Ms. Helle ostensibly made her case in her
Menor andum and Points and Authorities.

But the Division believes in having the Conm ssion
provided a full and fair record. So, the Division would
have no objection as |long as her rebuttal was filed in a
very timely fashion, perhaps five or seven days.

THE HEARI NG OFFI CER And it woul d have to be
restricted to argunents raised in your nenorandum of points
and authority. | would not be able to allow you to
i ntroduce any new argunents.

MS. HJIELLE: | understand that, Your Honor.

And five to seven days is fine.

THE HEARI NG OFFI CER Al right. Well, then,

' mgoing to go ahead and grant the request for the Division
to file a response to the intervenor's nmenorandum of points
and authorities with a deadline of August 25th. | don't
have a calendar in front of me. Wat's a week after that?
It takes us over the nonth. So, | need help.

MR. PACE: Your Honor?

THE HEARI NG OFFI CER  Yes.

MR PACE: Is it possible | could learn a summary
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1 of what Ms. Helle -- rage 5o
2 THE HEARI NG OFFI CER. Yes. |'msure she's going
3 to provide that here.

4 MR PACE: (kay.

5 M5. SCHM D: Does soneone have a cal endar ?

6 MR ANDREW PACE: A week fromthe 25th?

7 THE HEARI NG OFFI CER Uh-huh (affirmative).

8 MR. ANDREW PACE: Is the first of Septenber.

9 THE HEARI NG OFFI CER.  Sept ember 1st.

10 And those are both weekdays; right?

11 MR. ANDREW PACE: Unh-huh (affirmative).

12 THE HEARI NG OFFI CER.  Ckay. So, the deadline for
13 any reply that you want to file would be Septenber 1st.

14 M5. HIELLE: Thank you.

15 THE HEARI NG OFFI CER Thank you, Ms. Schmd. And
16 thank you for so graciously working with the irregularities
17  and circunstances of this case.

18 M5. SCHMD:. W are flexible as is the

19 administrative process.

20 MR, PACE: This is the third tine through.

21 M5. SCHMD: Wth that, the Division would like to
22 call for its witness M. WIIiam Duncan.

23 Could M. WIIliam Duncan pl ease be sworn?

24 THE HEARI NG OFFI CER Yes. M. Duncan, please

25 raise your right hand.

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 15-2025-01 - 08/11/2015

© 00 ~N oo o A O wWw N P

N T N N I T S R N e e N o
g A W N P O © 0O N O O N~ W N Rk O

_ Page 57
MR, DUNCAN:  ( Conpl yi ng)

THE HEARI NG OFFI CER Do you sol ermly swear t hat
the testinony and evidence you provide today is the truth,
the whole truth, and nothing but the truth, and this you do
under penalty of perjury?

MR, DUNCAN:  Yes.

THE HEARI NG OFFI CER And where do you want him
Ms. Schm d? Up here or..

M5. SCHM D:. Right here.

THE HEARI NG OFFI CER  (kay. Very good.

W LLI AM DUNCAN
having first been duly sworn, was
exam ned and testified as foll ows:
EXAM NATI ON
BY M5. SCHM D
Q Good morning, M. Duncan
A Good nor ni ng.
Q Coul d you please state your full nane, business
address, enpl oyer and enpl oyment address for the record?
A Yes. My nane is WIIliamDuncan and | work for the
Division of Public Wilities. |'mmanager of the
t el ecommuni cations and water section. Business address
is 160 East 300 South, Salt Lake Gty.
Q In your role as manager of the tel ecomunications

and water section, have you participated on behalf of the
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1 Division in this docket? rage 58
2 A Yes, | have.

3 Q Coul d you pl ease briefly describe your

4 participation? Very briefly.

5 A Yes. |'ve overseen and managed this case and

6 worked with M. Long and others in the Division since the
7 case was filed.

8 Q Did you prepare and cause to be filed your direct
9 testinony which was filed on June the 19th, 2015?

10 A Yes, | did.

11 Q And coul d you pl ease state the name of that

12 testinony and its exhibits?

13 A It's the direct testimony of WIIliam Duncan.

14  There are no exhibits.

15 M5. SCHM D:  Thank you. Wth that, the Division
16 would like to nove for the adm ssion of M. Duncan's direct
17 testinmony identified as DPU Exhibit 1.0.

18 THE HEARI NG OFFI CER:  Any obj ection, M. Pace?
19 MR PACE: No.

20 THE COURT: Any objection?

21 MR. PACE: No.

22 M5. SCHM D: Ch, pardon ne. 2.0.

23 THE HEARI NG OFFI CER: 2. 0.

24 M5. SCHM D: DPU Exhibit 2.0.

25 THE HEARING OFFICER. Al right. So, the version
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that 1'mlooking at filed June 19th is marked 1.0. Are we

| ooki ng at the anended testinony?
M5. SCHMD:. No. M. Long's testinony should be
mar ked DPU Exhibit 1.0 --
THE HEARI NG OFFI CER Oh, okay.
M5. SCHMD: -- and M. Duncan's 2.0.
THE HEARI NG OFFI CER°  Ckay. Thank you. Sorry.
Thank you. | was incorrect.
M5. SCHM D: And we nove for the adm ssion of 2.0.
THE HEARI NG OFFICER  Ckay. It is admtted and
mar ked.
(DPU Exhibit-2.0 marked and adm tted)
BY M5. SCHM D
Q Thank you. M. Duncan, do you have a sunmary
of your testinmony to give today?
A Yes, | do.
Q Pl ease proceed.
A "The purpose of ny testinony is to present to the
Public Service Commi ssion of Uah, the PSC, the
Division of Public Uilities' (DPU) policy and
obj ectives in the rate-making process for water
utilities. Mark Long will discuss the application
of the DPU s policy and objectives in this case.
"Prior to 2008, the Division had apparently used"

several nodels, several "various nodels in setting
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wat er conpany rates. \Wile those nodels nay have

served well at the tinme, events of the past seven to
ei ght years exposed sonme of the flaws in those nodels.

"Specifically, the nationw de recession that
started in 2008 and significantly inpacted the housing
mar ket had a trenmendous inpact on U ah water conpanies
regul ated by the PSC. Since nmany of the water
conpani es regul ated by the PSC and the DPU are built,
owned and managed by devel opers, the recession's inpact
ri ppled through the devel opers to the water conpanies
and the citizens served by those conpani es.

"Several water conpanies regul ated by the PSC were
found to have significant financial problens due to
three major and recurring problens: first, rates that
wer e i nadequate to cover costs; second, a dependence
on devel oper subsidies to cover costs; and third,
little or no capital reserves:

"All of these elenments contributed to sone extent
to the financial instability of the various conpanies
and threatened the conpany's ability to provide
reliable water service. Later, due to severe drought
conditions across the western United States, the
I mportance of water conservation increased as an
I nportant element in rate making.

"As the DPU was called upon to investigate and
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make recommendations to the PSC on these cases, the DPU

researched, investigated and anal yzed vari ous ot her
rate nodels. Those rate nodels came from other states
as well as federal agencies, such as the EPA

"As a result of this research, sone elenents

of those nodels began to be included in DPU
reconmendations to the PSC. The DPU continues to
refine its rate nodel to enconpass all of the inportant
el ements that the DPU feels are necessary for the small
wat er conpani es regul ated by the PSC.

"The DPU believes the rates recommended in this

case will provide financial stability for the
water utility and pronote water conservation, are just
and reasonable, and are in the public interest."”

M5. SCHM D. Thank you.

THE HEARI NG OFFI CER. When you refer to the
proposed rates, you're tal king about the anended?

THE WTNESS: Yes. |'mtalking about the anended
rates proposed by the DPU.

THE HEARI NG OFFI CER  (kay. Thank you.

M5. SCHM D: Thank you. M. Duncan is available
for cross-exam nation and questions from Your Honor now or
whenever Your Honor woul d prefer.

THE HEARI NG OFFI CER Thank you. | read very

carefully the Division's testinony and the concerns that are
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1 raised. And let nme just clarify that the Division agrees

2 that the service connection fee should be increased;

3 correct?

4 MR. LONG Yes.

5 EXAM NATI ON

6 BY THE HEARI NG OFFI CER

7 Q And can you just briefly address -- or if you

8 want -- if, M. Long, if you would prefer to address this,

9 that's fine, but | would like just to put on the record a
10  brief discussion of what you consider full-cost pricing and
11 how you have determ ned that the rates proposed will achieve
12 full-cost pricing for this conpany.

13 A "Il leave that one for M. Long.

14 Q Ckay. That's fine. | also noted in the testinony

15 the Division's concern that it's been difficult to

16 understand the books, that there appear to be interconmpany

17 transactions and |lack of arm s-length transactions.

18 Has that concern been resolved? M. Pace

19 testified earlier today that the books are separate.

20 A Again, M. Long can testify to that.

21 Q Ckay. You had also noted in the direct testinony

22 that the water conpany is not using the correct depreciation

23 rates pursuant to Utah Admnistrative Code 746-332-1.

24 Does that remain a concern today?4.

25 A It does. | think M. Long addresses that in --
Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 15-2025-01 - 08/11/2015

© 00 ~N oo o A O wWw N P

N T N N I T S R N e e N o
g A W N P O © 0O N O O N~ W N Rk O

Page 63
Q Ckay.

A -- some of his testinony.

Q Al'l right. And that future expansion by the
devel opment conpany and the infrastructure needed to take
water to new | ots may not be funded by current taxpayers.

Does that renain a concern today?

A Yes. That remains a concern. | think M. Long
addresses that.

Q Ckay. And you had also raised a concern that the
wat er conpany's desire to have a greenbelt, to have
agriculture are not relevant to the inquiry about what rates
should be. Are you going to pursue that today?

A Yes. | believe M. Long addresses that in his
t estinony.

THE HEARI NG OFFI CER:  Ckay. All right.

| think those are the basic areas that | wanted
to discuss with the Division.

Then the Conmi ssion al so had a concern regarding
the Division's acquiescence to the idea that people who own
wat er shares may be -- may have a different rate schedul e
t han people who don't have shares and wanted the Division
to weigh in on why sharehol ders qualify as a different class
of ratepayers. |s that com ng?

MR. LONG That's com ng also

THE HEARI NG OFFI CER:  Ckay. Al right.
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Thank you. M. Pace or Ms. Helle, do you have any

questions for M. Duncan?
MS. HIJELLE: No.
MR. PACE: No.
THE HEARI NG OFFI CER  Ckay. Go ahead, Ms. Schmd
M5. SCHM D: The Division would like to call as
its next wtness M. Mark Long. Could he please be sworn?
THE HEARI NG OFFI CER  Yes.
Do you solemly swear that the testinony and
evi dence you provide today is the truth, the whole truth,
and nothing but the truth, and this you do under penalty
of perjury?
MR LONG Yes
THE HEARI NG OFFI CER. Thank you.
MARK LONG,
having first been duly sworn, was
exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY Ms. SCHM D
Q Good norning, M. Long.
A Good nor ni ng.
Q Coul d you please state for the record your ful
name, enployer, title, and business address?
A Yes. M name is Mark Long. I'ma utility analyst

for the Division of Public Uilities. M address is
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1 160 East 300 South, Salt Lake Gty, Uah. rage
2 Q I n connection with your enploynent at the

3 Division, have you participated in this docket?

4 A Yes, | have.

5 Q Coul d you pl ease briefly describe that

6 participation?

7 A When this case was first presented to the

8 Conmi ssion and referred to the Division, | was assigned

9 to be the point person on this case and have handl ed it

10  ever since.

11 Q And so, you have exam ned the books and records
12 of the water conpany including its expenses and revenues?
13 A Yes, | have. | also went out and did an audit
14 at the location at M. Brooks's office nanager's residence
15 and | ooked at all the books and records. Al of those were
16 nmade available to us.

17 Q M. Duncan referenced the Division using nodels
18 or other applications in its ratenmaking process.

19 Did you use a nodel to assist you in your

20 evaluation and anal ysis?

21 A Not necessarily a specific nodel but ideas from
22  probably several different nodels in this case.

23 Q Have you used those ideas in prior rate cases?
24 A Yes. Those have been done in the |ast at |east
25 two or three rate cases for the water conpanies.
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Q Thank you. M. Long, are you famliar with the

second corrected comments fromthe Division of Public

Uilities filed March 3rd, 2015 in this docket?

A Yes.

Q Do you adopt that as your testinony?
A Did you say second or third?

Q Second.

A. Yes, | do.

M5S. SCHM D: The Division will wait and ask to
have things noved all at once.
THE HEARI NG OFFI CER  Ckay.
BY MS. SCHM D
Q And, M. Long, did you prepare and cause to be
filed your direct testinony previously marked as DPU
Exhibit 1.0 wth its acconpanying exhibits in this docket?
A Yes, | did.
Q Do you have any changes or corrections to that?
A. No, | don't.
Q Did you al so prepare and cause to be filed
DPU Exhibit Nunmber 1.0 SRwith its acconpanyi ng exhibits?
A Yes.
Q | believe previously we made a correction on
Exhi bit-3 changi ng 16,000 gallons to 1600 gall ons; is that
correct?

A. That's correct.
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Q Absent that correction, do you have any ot her

corrections that you would |ike to make to DPU
Exhibit-1.0 SR and its acconpanyi ng exhibits?

A Not that |I'm aware of, no.

Q Wth that, the Division would [ike to nove for the
adm ssion of the second corrected conments filed with the
Conmmi ssion on March 3rd, 2015, the direct testinony of
M. Mark Long previously marked as DPU Exhibit 1.0 with its
acconpanyi ng exhibits, and M. Long's surrebuttal testinony
previously marked as DPU-1.0 SRwith its exhibits and as
Exhi bit-3 as has been corrected here today.

THE HEARI NG OFFI CER. And just for the record
the direct testinony is dated June 19th and the surrebuttal
testinony is dated August 7th.

M5. SCHM D: Thank you very nuch.

THE HEARI NG OFFI CER Any objection, M. Pace?

MR. PACE: No, ma'am

MS. HIJELLE: No.

THE HEARI NG OFFI CER Thank you. All right.
Those are accepted and entered as marked. Go ahead.

(DPU Exhibit-1.0, DPU Exhibit-1.0 SR
and DPU Exhi bit-3 marked and adm tted)

BY M5. SCHM D
Q Thank you. M. Long, do you have a summary to

present today?
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1 A. Yes, | do. rage o8
2 Q Pl ease proceed

3 A "First let nme start out by saying that Brooks Pace
4 has the unenvi able job of managing the culinary and

5 irrigation water for nearly 400 custonmers through a

6 single water system Over the years, even though

7 the rates did not cover the basic expenses, M. Pace

8 subsidized the water conpany, and the Division has

9 had very few conpl aints.

10 “Danmeron Water's current and proposed rates are
11 much nore conplex than other water utilities the

12 Commi ssi on regul ates. The Division has spent nmany

13 hours, issued nunmerous data requests, sent and received
14 dozens of e-mails and had nunerous conversations with
15 Dameron to understand its proposed rates.

16 To hel p me explain Dammeron's conplicated rate

17 structure, | would like to use the anal ogy of an

18 electric conmpany since nost of us are nore famliar

19 with that.

20 “Let's call our electric conpany the ABC Conpany.
21 ABC wants everybody's electric bills in the community
22 to be about the same anmount, regardl ess of how much

23 electricity they use. To do this, ABC adjusts the

24 rates based on the potential usage of each custoner.

25 Those using a lot of electricity are charged | ower
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rates per unit used. Those using |less electricity are

charged higher rates. That way, |arge users can use
nore electricity than smaller users, but still pay
about the sane anmount at the end of the nonth."

"Al t hough Dammeron has never said that it wants
all of its custoners to pay the sane anmount, this is
essentially how Danmeron's current and proposed rate
structure works. Danmeron allows its larger 2-tap
custonmers to use nore water at |lower rates than its
smaller 1-tap custoners.

"The Division's recommended rate structure does
away wth the '"tap' systent altogether "and charges al
custoners the same rate. Those custoners who use nore
wat er than other customers are charged nore in their
monthly bill. If you use nore, you pay nore.

It's that sinple.

"To continue with this exanple, in the name of
conservation, ABC offers a conservation programt hat
custoners can choose to join if they want to. Not too
many people want to conserve, so |l ess than four percent
of the electric custoners opted in which is a good
thing for ABC that not many of the custoners opted in
because the conservation rates do not even cover its
fixed costs, and ABC woul d eventual |y go bankrupt.

"That aside, ABC charges its conservation
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custoners a set price that includes, for exanple,

12 units of electricity. ABC charges its conservation
custoners the sane anount whether they use one unit or
12 units. Realizing this, these conservation customners
keep close track of their usage and splurge on their
use at the end of the nonth because they figure that
they may as well use all 12 units because, after all,
they' ve already paid for them The only conservation
part of ABC s conservation rate applies when its
conservation custoners use nore than their 12 units;
then their rates rise steeply.

"The above scenario is precisely how Dammeron's
conservation efforts work. Dammeron's conservation is
| argely voluntary and charges a set anmount regardl ess
of the amount of water used.

Damrer on personnel indicated that it is conmon
for its water users to keep close track of their water
usage and call the office to confirm how nuch water
they have left in their nonthly allotnment so they can
use it before the end of the nonth so they don't | ose
it.

"The Division's recomrended conservation structure
Is not voluntary since it is built into the entire rate
structure and custoners only pay for the water they

use.
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1 “Still continuing with our exanple, ABC deciZ%%F &
2 that, rather than pronoting conservation, it wants to
3 be the nost well-lit community in the valley. ABC

4 prom ses its custoners that if they keep the valley

5 well lit by keeping all their lights on and use as nuch
6 electricity as they want, ABC will sell themthe

7 necessary bulk electricity at its cost.

8 "ABC has al so had to over-build the systemto

9 handl e the extra demand of the high users on its

10 generators and plan. ABC also admts that w thout the
11  smaller users paying the higher rates, it cannot

12 support its bulk electrical sales.

13 "This bulk rate angers some of the potentially

14 | arger users, spoken of earlier, because now wth the
15 bulk rate, they are not getting as good a deal as sone
16 of the potentially smaller users, so ABC allows them
17 to switch their rate designation if it nakes their bil
18 smaller.

19 “"This is how Dammeron's irrigation rate works.

20 Danmeron's irrigation nust be subsidized either by the
21 culinary users or M. Pace. M. Pace has repeatedly
22 stated that he wants to enhance the beauty of the

23 valley by providing plentiful and cheap water to

24 keep the valley green, especially by the freeway.

25 "The Division's recomended irrigation rate is set
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to recover the actual costs of irrigation based on the

best information that is avail able and, therefore,
does not have to rely on subsidies" to support it.

"One last thing to consider. ABC believes that

low rates and a well-lit Valley will attract new
custonmers who will buy | and and have a home built
in ABC s service area. |In order to keep the rates

artificially ow, ABC s owner nust subsidize the
Conpany during tinmes of need which is constant because
its conservation and irrigation rates do not cover
costs and its practice of cutting special deals for

sel ect users.

"Since its inception, ABC has never supported
itself w thout help. Subsidies have kept rates
artificially low and provided a fal se sense of
security. Wth plentiful subsidies in the past,

ABC has never established any savings or sought
financial security because soneone is always there
to bail it out. Until there isn't.

"Damreron has always relied on subsidies from
M. Pace. It has never been self-supporting and for
this reason its rates have al ways been artificially
|l ow. Continued subsidies fromM. Pace or his
successors is not guaranteed. On the other hand,

Damrer on custoners' need for a reliable and operable
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wat er systemis guarant eed.

"It is not sound financial or regulatory policy to
continue to allow Danmeron to depend on subsidies and
charge rates that clearly do not cover the full cost
of service.

Much has been said in this hearing about how nmuch
hi gher the Division's recomended rates are than the rates
recomrended by Dammeron. Al though they are structured
differently, the actual amounts are nuch the same.

In fact, using Dameron's 1l-tap tier, the
Division's recomended rate in total billing anmount is
actually 20 percent |ower in the exanples that we used than
the rates proposed by Danmeron.

And you can take a look at that if you woul d.
It's found in Exhibit 4 SRand 5 SR And in this --

"1l wait for everyone to get the exhibits.

In Exhibit 4 SR, the Division went through and
sel ected some typical water usage amounts. And so, for
exanple, in the top colums, you'll see 17,500 gallons
wth zero irrigation shares.

THE HEARI NG OFFI CER That's gal | ons per what?

MR LONG  Per nonth.

THE HEARI NG OFFI CER. Per nonth? Ckay.

MR LONG Yes. And then it went through and

sel ected some other gallons. Some of these are from actua
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1 custoner bills. | think, for exanple, the 63 gallons 33%% “
2 two water shares is actually fromM. Helle' s bill this

3 year. Anyway, it went through and it came up with a tota

4 nonthly billing anount based on the current rates,

5 the rates requested by Damreron, the rates originally

6 recomrended by the Division and then the amended rates

7 recomended by the Division.

8 And this shows a conparison of where they fal

9 into the scope of things. To nmake that a little bit sinpler
10 to understand, |'ve provided Exhibit 5 SR which is six

11 different graphs that actually show the difference in the
12 nonthly bills based on the proposed, the current and the

13  recommended rates.

14 And you can see here the Division rates in green
15 O if yours is not in color, the last two colums of every
16 graph are very simlar to -- the net effect is very simlar
17 to the anounts proposed by Danmeron.

18 MR PACE: Which are what color?

19 MR LONG Well, the ones proposed by Danmeron

20 are the blue and the ones that are currently in effect by
21 Dammeron are the purple.

22 And one thing the Division would Iike to point

23 out, in the very first graph of 17,500 gallons, the Division
24 has drawn a line there called fixed costs.

25 And its concernis, if you look at the
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conservation rate, the dark blue there for thirty-six

seventy-five, it's not covering the costs of the system
and that's why, if every single custoner were to opt in at
the conversation rate, the systemwoul d be | o0sing noney.

It wouldn't even be able to cover its fixed costs.

So, it wouldn't be able to cover all those salaries and
taxes and other items. And that's the big concern about

al  owi ng Danmreron what they say is their conservation rate
to continue as such

And if you were to look at all of these and add

themall together, the Division's rates are actually

20 percent lower if you're conparing those to Dameron's
1-tap systemwhich rather seens rather arbitrary whether
they -- what tap systemthey seemto put you in, actually.

To conti nue:

"I'n this docket, the Division is recommendi ng
rates that are just and reasonable and in the public
interest. The Division's proposed rates are sufficient
to give Dammeron the chance to make it sel f-sustaining
while providing a reliable, safe water supply.

"The Division's rates do not discrimnate against
any rate class, are easy to understand and fol | ow
and are set at the |owest cost possible.

"I'n conclusion, the Division reconmends the

follow ng: Nunber one, the rates and rate structure
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proposed by Danmeron Val |l ey be rejected because they

will not result in just and reasonable rates and are
not in the public interest.

"Nunmber two, the anended rates and fees set forth
proposed by the Division and outlined in Exhibit-2 SR
of my surrebuttal testinony be approved as being just
and reasonable and in the public interest; that the
Servi ce Connection Fee be increased from$1,500 to
$2,000; and that Danmmeron Water be allowed to expand
its service area as shown in Exhibit-9 of ny direct
testinony.

"The Division believes that its recormended rates
are just and reasonable and in the public interest;
therefore, the Division recommends the Conm ssion
approve these new rates, fees and expansion of the
service area."

Q M. Long, by "these new rates,” do you nean the
Division's revised --

A Yes, the Division's revised rate, anended rates
that are in Exhibit-2 SR of the surrebuttal testinony.

Q M. Long, were you here when M. Pace addressed
the reserve fund?

A Yes, | was.

Q | believe that he said that the reserve fund could

be used to cover a revenue shortfall, for exanple, if rates
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did not cover the costs one year. Could you please tell us

nmore about the capital reserve account?
A Yes. If you refer to ny direct testinony under,
| believe it's Exhibit-2.

THE HEARI NG OFFI CER Exhibit-1 for your --

MR LONG No. It would be Exhibit-2 under ny
direct testinony.

THE HEARI NG OFFI CER  (nh.

MR LONG |'msorry.

THE HEARI NG OFFI CER  (kay. Cot it.

MR, LONG And this tal ks about the capital
reserve accounting requirenents. |It's put in here so that
this can be added verbatimto the tariff and it clearly goes
t hrough and tal ks about how nmuch the capital reserve account
shoul d be, what fees should go into it, how they shall be
deposited, they should be deposited within 30 days of
receiving them they should be made for capital replacenents
and inprovenents only.

If M. Pace is finding that he's not able to pay
the standard bills fromthe operation and mai ntenance of the
wat er conpany, then he probably should come in and get a new
rate case. This is nerely to reserve the depreciation
expense to be used for capital replacenent and inprovenents
only.

BY M5. SCHM D
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Q As an exanple, could you give us an exanple of a

capital inprovenment or a replacenent?

A Typically, those are high-cost itens with |ong
service lives, things like distribution pipe, nain |ines,
storage reservoirs, wells, service water intakes, punps,
things of that nature.

Q Thank you. Do you have anything el se you woul d
like to add?

A No. | just wish to enphasize that the Division
Is trying to set the rates that wll cover the costs of the
wat er system and not nake the water system dependent on
subsidies. M. Duncan spoke about that as well. And with
that, I'd like to conclude ny testinony.

M5. SCHM D:  Thank you.
M. Long is now available for cross-exam nation
questions and questions from Your Honor.
EXAM NATI ON
BY THE HEARI NG OFFI CER

Q Ckay. So, | think we're going to be speaking
probably quite a bit through the remainder of this
proceedi ng about the irrigation shares, what those nean and
how t hey shoul d be priced?

And the Division's amended recommended rates do
acknowl edge and respect those shares by having quite a | ow

price that attaches to each thousand gallons used by a
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1 person who has a share after paying for the first 12,000

2 gallons at the regular rate. |I'mlooking at the Division's
3 suggested rates; right?

4 A Yes.

5 Q The Division has a base rate of thirty-seven

6 ninety which is just basically for access and the

7 infrastructure and so on. It includes no gallons of water
8 A That's correct.

9 Q And then for the first 12,000 gall ons,

10 the Division recommends 30 cents per thousand gall ons.

11 A That's correct.

12 Q What ever that nultiplies out to. But after using
13 12,000 gallons, then anyone who has irrigation shares starts
14  paying 45 cents per thousand gall ons.

15 A That's correct.

16 Q Ckay. Whereas, sonebody who does not have an

17 irrigation share starts paying 60 cents per thousand gall ons
18 and then starts going up fromthere?

19 A That's correct.
20 Q Ckay.
21 A And |likewse, with the irrigation, once they've
22 used up their irrigation allotnent, then they go right into
23 tier two and continue through that as well.
24 Q Right. | understand
25 A Ckay.
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Q So, but the Commi ssion's concern, and |'m sure,

Ms. Helle, that you have much you want to say on this issue
as well, is, why owning an irrigation share should entitle
you to | ower rates than non-sharehol ders.

Does the Division have any thoughts on that?

A Initially, when the irrigation rate was approved
and recomrended by the Conm ssion, it applied to those
peopl e that purchase an irrigation share. Either they
purchased it or it was donated to themby actually M. Pace
or Dammreron Corporation. The nmoney was actually paid to
M. Pace or Danmmeron Corporation, never to the water
conpany, which has been troubl esome to the Division.

But since it was enacted and approved by the
Comm ssion and the Division is going along wth recommendi ng
that the irrigation rate renmain and applied simlar to how
it's always been, it's really difficult to come up with
separate and distinct rates between the irrigation and the
culinary because it's all one system

Q Ckay.

A If it was a separate systemand they had an
irrigation ditch, then we probably wouldn't even be
regul ating that and they could do what they wanted with the
unregul ated. But we're trying to do the best with what
we have and considering it's all through one system

Q So, the Division's reconmendation for the
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relatively lowcost irrigation water is really just an

attenpt to play nice and respect the tradition and what's
been going on in this area over tine?

A That's certainly part of it. The custonmers did
pay sonmething for it at the time or a value was assigned to
that when it was donated. And that's another reason.

Q kay.

A One thing the Division has done is it's added an
anmount to the cost per thousand gallons that will help cover
the additional wear and tear on the equi pment caused by the
irrigation and also the overbuilding of the systemthat had
to be done to accommpdate the irrigation customners.

But there is...

Q But if the Division does not feel -- and this is
sonet hing that you mght well address in your response brief
that you submt. The Division doesn't feel that the
Commi ssion is legally bound to give sharehol ders a better
rate than non-sharehol ders?

A | don't believe they are. | think the Comm ssion
could recommend that the irrigation is discontinued and
everybody using water goes through the exact same tier rate.

Q So, does the Division see any |legal distinction
bet ween a sharehol der and a non-sharehol der that woul d
require or justify a lower rate?

M5. SCHM D. The Division would be happy to
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address that question in its reply brief.

BY THE HEARI NG OFFI CER
Q Inits reply. Gkay. Because that | think is of
hi gh concern to the Conmi ssion.

M. Long, do you want to comment on any of the
ot her concerns that were raised in your direct testinony
that's on file? | think you' ve discussed full-cost pricing
and the subsidization.

Do you want to comment on the books of the various
conpani es? Has that concern been resolved? Are you asking
the Conmi ssion for a renmedy?

A No. | think that's been pretty much resol ved.
It was mainly referring to M. Pace putting a lot of --
putting | oans and expenses perhaps into the water conpany
that really belonged to the developer. And I think those
have been worked out and as well as the depreciation rates.
He knows which rates to use now.

And unfortunately, that's a really common thing
that happens in nost of the water rates, and so he may want
to notify his accountant of that as well so that he'll nake
sure and use the rates approved by the Conm ssion and not
necessarily the depreciation rates used for taxes or other
accounti ng.

Q Ckay. And is the Division now satisfied that

M. Pace has the know edge and the willingness to establish
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and fund a capital reserve account?

A He has the know edge and hopefully the
wi | ['i ngness.

Q Ckay. Well, maybe we can get himto tal k about
that. Do you want to conment at all about notivation, the
nmotivation to encourage agriculture and to keep a greenbelt
by the freeway and so on?

In your direct testinony you had stated that
that's not the purview of the utility, that such are not
al | onabl e expenses.

A That's right. They tal ked a | ot about, you know,
we want to keep the valley green and beautiful which is
nice, but that's really not what the rates for the water
conpany shoul d be set and encouraged to do.

Those that want to have the greenery shoul d pay
for those, and whether that's, you know, paying the standard
culinary rates or whatever the Conm ssion deci des.

But, you know, that really isn't anything that has
a bearing on the rates and making it a reliable and safe and
sel f-sustai ni ng wat er conpany.

THE HEARI NG OFFICER.  Ckay. | think that's all
the questions | have for you.

M. Pace, do you have any questions for M. Long?

MR. PACE: | absolutely do.

THE HEARI NG OFFI CER:  Ckay.
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CROSS- EXAM NATI ON

BY MR PACE:
Q And sone are statenments and not questions.
So, I'll try and be as pedantic as | possibly can.

But as M. Duncan and M. Long pointed out,
the nationw de recession of the |last eight years has been
very tough on devel opers and it slowed us down.

But we had no problenms. W were very capable
doi ng a $280, 000 project building the west side transm ssion
line. | subsidized the water conpany $50, 000 each year
since we built that Iine in order to nake those paynents
with the rate increase.

And taking that $50,000 out of the water conpany
now, it's like the water conpany's now flush even wi t hout
arate increase and with the rate increase |'m proposing.

We're just not in the category. You can't |lunp
us in with everybody that had probl ems. New devel opers
absolutely had problens. They were strung out. They were
in debt up to their neck and now they had probl ens.

We are a 39-year-old conmpany. |'ve been doing
this particular business for 50 years in Las Vegas and
primarily in St. George. And we're very well capable of
taking care of our problens even through the eight years
of not being able to subdivide or hardly sell any |lots.

M5. SCHM D:  Your Honor, would this sort of
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1 statenent be nore appropriate for M. Pace to make at the

2 end of the proceeding and would it be appropriate for him
3 to ask questions only at this point?

4 THE HEARING OFFICER It would. Do you have --

5 MR. PACE: | thought this was the end.

6 THE HEARING OFFICER:  This is not the end, no.

7 | have every expectation that we're going to be together for
8 nost of the day, particularly when we start tal king about

9 shareholder interests. So, if you have questions for

10 M. Long about his recommendation...

11 BY MR PACE:

12 Q Well, | would just question lunping me into the
13 category of many of ny friends and fell ow devel opers who

14  did go bankrupt or had very severe problens and | ost half
15 of their assets, et cetera, et cetera. | would question

16  your lunping us in that category.

17 You refer to our rate structure as conpli cated.
18 It's been evolving for 39 years. Nobody's confused about it
19 in Dammeron Valley. |If you're in tier one and, you know,
20 one and a half tapping, you know exactly what it neans.
21 Barbara is -- Ms. Helleis alittle confused and
22 thinks she's been billing wong. | think she'll find that
23 she's been billing correctly because the conputer does the
24  conputation.
25 MR LONG Yeah. 1'd like to coment on that
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if I could.

THE HEARI NG OFFI CER:  Just a nonent because | --

MR LONG | thought it was a question.

THE HEARING OFFICER | don't want to get into a
billing dispute here.

MR LONG Okay.

THE HEARI NG OFFI CER  So --

MR PACE: Yeah.

THE HEARING OFFICER.  -- if there is an issue, you
can file a conplaint with the Division and we'll deal wth
it separately but we're not going to get into that today.

MR. PACE: But again, | question why they find it

so conplicated. It is unique but it's not conplicated to

any of us.

M5. SCHM D: Could M. Long respond to these
questi ons.

THE HEARI NG OFFI CER Yes. Essentially, the
question -- we have two questions | think so far.

One is, why would you consider this devel oper
to be simlarly situated to others who have been heavily
i npacted by the recession and the housing market.

And then what's the next thing we went to?

MR. PACE: The conplicated rate structure.
| can summarize this in a real question

THE HEARI NG OFFI CER.  Ckay.
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BY MR PACE;

Q Wiy is the Commssion -- or the Division and the
Conmi ssi on possibly also so determned to have a one size
fits all? W are a very unique comunity, nainly a
comunity that has lots fromthree-quarter acre to 17-acre,
105-acre lots, you know, hills, flatlands. Part of the
subdivision is on solid rock. | mean, there's very good
reasons why this thing evolved the way it did, and it's
very logical to those of us that lived it.

And | would also look at Bill Duncan and
Patricia Schmd and say, you have been a part of this thing
for the last two rate hearings. You were definitely '04
and possibly, M. Duncan, you were even there in the '87
one when we did the irrigation. No?

But in any case, you' ve known of this rate
structure. | don't know how conplicated you think it is.
You' ve worked through it. The conservation rate added
anot her tier so to speak.

But | would ask, why such a determ nation in
this -- you know, we are a capitalistic denocratic conpany
where uniqueness is inportant. And | realize the Public
Service Comm ssion would Iike to standardi ze, have conpanies
be in the black absolutely. But there's many ways of doing
that. Not just one deal

THE HEARI NG OFFI CER:  Ckay.
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BY MR PACE:

Q Wiy the one size fits all so inportant?

THE HEARI NG OFFI CER:  Go ahead.

MR LONG Well, and the Division believes that
this is tailored specifically to Dammeron Vall ey.

We went through every single expense and | ooked
at all your billings. And we're trying to reconmend
sonething that will cover the costs and not require
Dammeron Val ley to continue to have subsi di zations.

MR. PACE: |'ve already covered that.

THE HEARI NG OFFI CER. Pl ease don't interrupt,
M. Pace. Go ahead.

MR LONG You and | have tal ked about this in
length. God forbid, what if sonething happened to you
tonorrow, would your successors still be willing or able
to subsidize the water conpany?

Right now it has $200 in the bank and it coul dn't

make its payroll next nonth.

BY MR PACE:
Q It's just not true. | -- we don't have $200
in the bank right now | think we probably have sonething

like 16 or $18,000 in the bank. It just happened to be into
the year that the account was down at $200? And you're
making a big deal out of it but it's really --

We're a very flush group of conpanies. And just

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 15-2025-01 - 08/11/2015

Page 89

1 take Dammeron Corporation and Dameron Water. They are

2 incredibly val uabl e conpani es and they can sustain

3 themselves. | -- but --

4 M5. SCHMD: My --

5 MR PACE: And again --

6 MS. SCHMD: My | object to this line of

7  questions?

8 BY MR PACE

9 Q Answer the question. Wy one size fits all?

10 THE HEARI NG OFFICER. M. Pace, just a nonent,
11  please. o ahead, Ms. Schm d.

12 M5. SCHMD: | object so far as M. Pace is using
13 this as an opportunity for rebuttal rather than an

14  opportunity to question the Division's W tnesses.

15 THE HEARI NG OFFI CER.  Sust ai ned.

16 MR PACE: Al right.

17 THE HEARI NG OFFI CER. Do you have any ot her

18 questions?

19 MR PACE: I'mseeing if I can turn one of these
20 things into a question. | think they're probably all going
21 to be closing statenents.
22 THE HEARI NG OFFICER. M. Long, do you want to
23 comment on the question about whether the Division is
24  seeking a one-size-fits-all standard rate?
25 You' ve nmentioned that you feel like this is
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custom zed to Dammeron Val | ey.

MR LONG Well, we believe it is custom zed,
the recommended rates. The rate structure on the other hand
is something that we found has been successful and usef ul
for other water conpanies and we're trying to adapt this
to fit Danmeron Water.
M5. SCHM D: Pardon me. \Wen you say, "rate

structure,” do you nean the Division's proposed rate
structure?

MR LONG Yes. |'msorry. Yes. |Its anmended
rate structure. One thing that M. Pace has questi oned
earlier is about the conplicated rate structure and the
different tapping systenms. And | believe even Your Honor
had some questions about that. It was very frustrating
for the Division in trying to understand this rate.

In fact, | can't count the nunber of phone calls
that were placed to Dammeron's water office and the
different rates that we -- just trying to understand their
rates, we were told at |east three separate times that,
yes, the rates the way you understand themare correct.

And then two days later they would come back and
say, oh, no, those aren't correct. And it's just been a --
it's been really frustrating for the Division.

And | can just imagine custoners trying to decide,

wel I, what tap systemare we on. As we saw earlier, it's
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1 not necessarily tied to the size of the lot. It's tié%ﬁ%%)gl
2 the size of the lot initially but then the newlots are a

3 different tap system

4 Then if you want to, if you think you can save

5 some noney, then you can go fromthe one -- fromthe two tap
6 tothe one tap. It's outlived its usefulness if there ever
7 was a usefulness to it.

8 THE HEARI NG OFFI CER:  Any ot her questions,

9 M. Pace?

10 BY MR PACE:

11 Q And how does the Division feel a person that's

12 currently paying $18 a nonth and getting 12,000 gal |l ons of
13 water is going to feel now paying forty-one fifty for the
14 12,000 gal l ons of water?

15 A | can't.

16 M5. SCHM D:. (bjection. Calls for specul ation.

17 THE HEARING OFFICER: It does. And I'll sustain
18 your objection unless M. Long wants to comment.

19 MR LONG | don't know how they woul d feel,
20 but the reason that rate is set that way is to cover the

21 fixed expenses. |f nobody uses any water at all, the rates
22 wll cover the fixed expenses.

23 THE HEARI NG OFFI CER° M. Pace, anything ot her

24 questions?

25 MR PACE: I'Il save it all for summary | suppose.
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1 THE HEARI NG OFFI CER  (kay.

2 M. Helle, any questions?

3 MS. HIJELLE: No, Your Honor.

4 THE HEARI NG OFFI CER.  Ckay.

5 M5. SCHM D. | have one redirect question if |

6 my.

7 THE HEARI NG OFFI CER: Pl ease.

8 REDI RECT EXAM NATI ON

9 BY MS. SCHM D

10 Q M. Long, are you famliar with the ratemaking
11 principal of gradualisnf

12 A Yes.

13 Q I's the Division's continuation of some sort of
14 irrigation rate consistent with that ratemaking principle?
15 A | believe it is. W've tried to continue that but
16 to make sure that it's at |east covering the costs

17 associated with that.

18 Q And so, the principle of gradualism to put it
19 very sinply for me, in particular, is that you nove towards
20 things, is that correct, rather than taking a huge step al
21 at once?
22 A That's correct.
23 M5. SCHM D. Thank you. That's all my redirect
24 questions.
25 THE HEARI NG OFFI CER Ckay. M. Helle?
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MS. HIJELLE: No further questions.

THE HEARI NG OFFICER M. Pace?

MR PACE: | would comrent on what Ms. Schmd just
brought up. Wat is gradualism about going to our rate
structure to this? This is about as big a | eap away from
our rate structure of 39 years as there could possibly be.

You pay 38 bucks and you don't get a drop of water
and then you start buying water at 30 cents and so forth.
It's nmore -- people are going to react very, very negatively
to this.

THE HEARI NG OFFI CER Do you want to respond?

M. SCHMD:. | wll let the record speak for
itself. | understand that the only person who has sought to
intervene is Ms. Helle and she's been granted intervention.
| do not know how many people will speak at the public

w tness hearing tonmorrow. And | believe that will speak

for itself.

THE HEARI NG OFFI CER Ckay. Al right.

Ms. Helle, it's your turn. And you are going to
testify as well. You're going to be proffering sort of your

own testinmony, basically?

M5. HIJELLE: Yes, Your Honor.

THE HEARING OFFICER 1'Il go ahead and swear you
in. Wuld you stand, please?

M5. HJELLE: Yes.
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THE HEARI NG OFFI CER Do you sol emmly swear that

the testinony and evidence you provide today is the truth,
the whole truth, and nothing but the truth, and this you do
under penalty of perjury?

DI RECT TESTI MONY OF BARBARA HIELLE

MS. HJELLE: | do. The reason that | -- well,
first of all, my name is Barbara Helle, Hj-e-I-l-e. And
live in the Dammeron val |l ey Meadows subdivi sion on Lot 34.
That | ot was purchased by my husband and | in 1990.

And when we purchased the lot, we paid $3,000 for
a water right. This is not a water share. This is a water
right, bona fide recorded water right wth the State of Utah
engi neer. And the Meadows subdivision is a five-acre hobby
f arm subdi vi si on.

| do have two exhibits related to that that |
woul d offer right now Exhibit-1is the warranty deed for
our lot showing that a water right 81-2176 one acre-foot
portion of that water right was conveyed with title to the
| ot .

Exhibit-2 is a printout fromthe state engi neers's
website regarding that same water right you would find --
any water right would allow you to have a simlar printout.
This is part and parcel with every other water right that
exists in the state of U ah.

| do commend the Division of Public Utilities for
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its detailed analysis in consideration of the issues raised
by me and other customers. | also think that M. Pace has
rai sed some inportant points. |I'mnot here really to

comment on the proffered testinmony, on the details of the
nunbers so nuch as | aminterested in protecting the

val uabl e property right that | have acquired, ny husband
and | have acquired by purchase.

And | do have and would like to submt a |ega
menor andum that was e-mailed out earlier. And the origina
| guess plus two need to go to the Conm ssion.

Can | submt those in this hearing or do | need to
file them separately?

THE HEARI NG OFFI CER. | think the Comm ssion has
what it needs. Do the parties have the nmenorandunf

M5. SCHM D: The Division has the nmenorandum

THE HEARI NG OFFI CER M. Pace, do you have the
menor andun®

MR PACE: | don't know. |'Il take one.

MS. HIELLE: If you will pass those down, then
| do have extra copies if you don't need the paper filing
that | thought | needed.

And the purpose of this meno is really to try to
articulate this point that there may have been many ways
t hat Dammeron Val |l ey Water Conpany coul d have addressed

its desire to have greenbelt and irrigation water.
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But the way it was selected is to deed water

rights. And as ny neno discusses, | believe that a
principle of |aw would be that those who acquired those
water rights were entitled to rely upon the body of |aw
specifically applicable to water rights.

Because | did understand that body of law as it
turns out and | was concerned about forfeiture. If you pay
for this water right and you don't use it, you have |ost the
val ue of what you have bought.

Under Utah water |law as outlined in the |egal
meno, you are required to beneficially use a water right,
and if you do not put it to full beneficial use, you wll
| ose that portion of the water that you don't use.

So, this is fundanental |aw of the state of U ah

So, I wll refer to ny husband and | as
M5. SCHM D. Pardon me.
MS. HIJELLE: Yes.

me.

M5. SCHMD:. This is sort of an awkward question
but I feel | nust ask it.

Under the Conm ssion's rules, an officer or
director of a conpany or an attorney may represent others
other than thenselves. Are you an attorney?

MS. HIJELLE: Yes. But |I'mrepresenting nyself.

M5. SCHM D: But you are an attorney?

MS. HIELLE: Yes, | am Unh-huh (affirmative).
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M5. SCHM D: (Ckay. Thank you.

MR HIELLE: You bet. GCkay. So, anyway, we
specifically intended to protect that water right. And in
the course of doing that, we have devel oped a snall pasture
and have very carefully nonitored our usage.

Unfortunately, we have never been able to use our
entire water right because of the tiered rate structure that
i mposes a conservation rate before you are able to utilize
your full acre-foot of water.

And this is one of the concerns that | wanted
to bring to the attention of the Conm ssion. You need the
water in the hot sumrer nonths and you can't use it in the
entire eight-nmonth period that you' re allocated at 40,000
gal lons a nmonth because in the early spring the ground is
frozen, the plants are dornant, and your water system would
likely freeze if you tried to operate it inproperly.

| would like to proffer a report of the State of
Utah Agricultural Extension Service primarily for a table on
page si x which shows the nonthly crop evapotranspiration for
t he Veyo power house which is close to Danmeron Vall ey.

And this is Table 3 on page six, that you can see
readily that your real usage occurs starting in May and then
is high in June, July. Really, our high nmonth is often
August al t hough that doesn't necessarily reflect here.

So, if you can't use your water during the hot
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sunmer nonths, you are basically deprived of its use.

And this is one of ny concerns about the 40,000 gallon cap
in each nonth that is essentially forcing users, water right
hol ders into a condition of forfeiture.

W al so did acquire an additional acre-foot of
water, certificated water in 2011.

And | see sonme value in the way the Division of
Public Uilities has organized the tiers in that the next
tier after irrigation, you can use your irrigation water and
then you don't have a huge penalty rate imediately which
woul d make it easier to manage a little bit to not go over
wth your irrigation rate or be penalized heavily if you
exceeded your irrigation allotment. But 40,000 gallons a
month sinply will not allow you to use your full acre-foot.

| do not dispute the obligation of users in
Damreron Valley to pay a fair share of costs and not be
subsidized. And by "users," | mean irrigation users.

\VWhat ever that nunber is, | amnot here to submt
that 45 cents or 32 cents or any other nunber is the proper
nunber other than that | think the principle elucidated
by the DPU is reasonable but the history articul ated by
M. Pace is reflected in these water rights.

And these water rights do place those irrigation
users in a unique position. | would like to proffer an

exhibit | did not e-mail out.
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1 MS. SCHMD:. My we stop -- rage 5
2 THE HEARI NG OFFI CER  Yes.

3 M5. SCHMD:. -- at this point and discuss the

4 exhibits that have been put --

5 THE HEARI NG OFFI CER. Sur e.

6 M5S. SCHMD:. -- forth so far just so | can keep
7 track of things a little better?

8 THE HEARI NG OFFI CER So, you premarked these as
9 A B C So, I think we'll just go ahead and go with that.
10 MS. HIELLE: | did?

11 THE HEARI NG OFFI CER. At | ease the one | have has
12 been marked. | don't know if you did it or if the Division
13 didit.

14 M5. HIELLE: They may have marked it. | |abel ed
15 them Exhibit 1, 2, 3. And the ones | just handed out, | put
16 Helleonit sothat it wuld be clearer. But whatever you
17  would like, Your Honor, | can understand and | can nark

18 them

19 THE HEARING OFFICER Al right. So, we have

20 a warranty deed dated August 17th, 1990. And this is the
21 warranty deed by which the intervenor acquired the |ot

22 on which you |live now, correct?

23 MS. HIELLE: That's right.

24 THE HEARING OFFI CER And with it came the right
25 to one acre-foot of water for irrigation purposes.
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It doesn't say per year but is that your

under standi ng, one acre-foot per year?

MS. HJELLE: Yes. |If you |look at the water right
printout, that mght elucidate the right that goes with that
alittle more clearly.

THE HEARI NG OFFI CER  (Ckay. So, does the Division
or does the applicant have any objections to this exhibit?

MR. PACE: No, Your Honor.

M5. SCHM D: The Division has sone concerns it
woul d I'i ke noted on the record.

THE HEARI NG OFFI CER Pl ease. (o ahead.

M5. SCHM D: The Division wuld like the record
to note that the copies provided are not certified.

However, the Division has no objection to their entry
into evidence under that criteria.

THE HEARI NG OFFI CER.  Ckay. And the Division has
no reason, |'massumng, to dispute that the contents of the
warranty deed are accurate and that this is what the Helles
pur chased?

M5. SCHM D: Correct. The Division has no reason
to dispute the truthful ness of the exhibits presented.

THE HEARI NG OFFICER  (Okay. So, this will be
marked as Intervenor's Exhibit 1.

(I ntervenor Exhibit-1 marked)

MS. HIELLE: And | would certainly testify that
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1 this is a true and accurate copy of our warranty deed

2 leaving side the unofficial copy stanp warranty deed t hat

3 we received fromour predecessors in interest to the water
4 right and this water certificate that we received fromthe
5 water conpany.

6 THE HEARI NG OFFI CER Ckay. And the second page
7 behind that is another warranty deed which is not for a | ot
8 or another piece of property but it's only for an additional
9 water right; correct?

10 M5. HJELLE: That's correct, Your Honor.

11 What happened, | just introduced this to clarify that our
12  predecessors in interest specifically purchased a water

13 right as a water right.

14 THE HEARI NG OFFI CER (Okay. So, this is the same
15 water right that was transferred to you under the warranty
16 deed we just |ooked at?

17 MS. HIELLE: Yes, it is.

18 THE HEARI NG OFFI CER  Ckay. So, this was granted
19 to the sellers of the property to you.
20 M. SCHMD:. |If | may make one nore commrent ?
21 THE HEARI NG OFFI CER Uh-huh (affirmative).
22 MS. SCHMD: | believe that the recognition of the
23 useful ness or of what the warranty deeds represent in terns
24 of water rights and usage is beyond the scope of the
25 Conmission's jurisdiction. | believe that that would
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properly be found in district court. However, the Division
under stands the purpose for which these are offered.

THE HEARI NG OFFI CER.  Thank you for that comment.
| do think we're going to get into that topic as we nove
along. Both of these warranty deeds, then, if there's no
objection, will be included in the Intervenor's Exhibit-1

Everybody okay with that?

M5. SCHM D:. The Division is fine.

THE HEARI NG OFFI CER.  Ckay. The next page that
we have, then, is an irrigation share certificate dated
May 5th, 2011. Do you want to explain to us what this is?

MS. HIELLE: This is a subsequently purchased
irrigation share certificate in the formthat apparently
is now i ssued by the water conpany purchased from anot her
user in Dammeron Valley that cost us $4, 000.

THE HEARI NG OFFI CER.  Ckay. Any objection?

M5. SCHM D. Again, the Dvision would just note
that it's not a certified copy but has no objection to its
entry as an exhibit and has no reason to doubt its veracity.

THE HEARI NG OFFI CER. Thank you.

M. Pace, any objection to this?

MR PACE: No.

THE HEARI NG OFFI CER Can | just ask you a couple
of questions? Wuld you help me to understand what the

difference is between the share that you purchased here
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and the water right that you got under the warranty deed?

MS. HIELLE: Your Honor, if | could just proffer
my one nore exhibit that's new that hasn't been seen yet,
| think | can elucidate sone if not all of that question.

THE HEARI NG OFFI CER.  Ckay. Wuld you | et
Ms. Schmd and M. Pace | ook at that, please?

MS5. HIJELLE: Yes. And that's the original
| don't know. It's got the green. | don't know if that
needs to go to the judge. These are the copies. Let's see.
| hope there's enough here.

THE HEARI NG OFFICER  Ms. Schm d, do you have any
objection to this additional exhibit?

M5. SCHM D: The Division does not. The Division
notes that there could possibly be questions regarding the
exhibit's foundation but makes no nention of those concerns
and wai ves those concerns.

THE HEARI NG OFFI CER Ckay. Thank you.

M. Pace, any objection to this exhibit?

MR. PACE: No, ma'am

MS. HIJELLE: The purpose, Your Honor, that |
wanted to add this background information is that --
and M. Pace can el aborate beyond ny know edge base.

But fundanental ly, water rights were transferred
| believe inthe simlar fashion that is the way we received

ours via a bona fide Utah state engineer-recogni zed wat er
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right and then later some of these water rights were

transferred back to, whether Damreron Valley Water Works
or the devel oper, | amnot sure, but fundanentally were
transferred back to Danmeron and our now hel d on the books
of the conmpany as a certificate.

But nmy point of argument is that these rights that
were once water rights, those rights and obligations shoul d
fol | ow because of the nature of the transaction by which
they were transferred back to the water conpany for no
consi deration. So, the people who paid for those water
rights paid for this irrigation share as well.

And it was represented to be the equival ent of the
sane one acre-foot as if it were a water right. So,
| wanted to nmake sure that was on the record.

THE HEARI NG OFFI CER Ckay. And I'Ill hold off
marking this for a nonment. The next exhibit in the packet
that you provi ded just ahead appearing is the printout as
you nentioned fromthe Division of Water Rights fromthe
State of Utah.

MS. HIJELLE: Yes.

THE HEARI NG OFFI CER. Any obj ection?

MS. SCHM D. Again, the Division notes that it's
not a certified copy but makes no objecti on.

THE HEARI NG OFFI CER:  Ckay. M. Pace?

MR. PACE: No objection.
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THE HEARI NG OFFI CER Thank you. This is narked,

then, as Intervenor Exhibit-2. It looks like it's about
four, five pages long, four pages |ong.

(I ntervenor Exhibit-2 marked)

THE HEARI NG OFFI CER Then the next exhibit that
you' ve provided ahead of tine is a document from Utah State
University titled, Sprinklers, Crop Water Use and Irrigation
Time, Washington County. What's the purpose of this?

M5. HIELLE: This is to provide sone data in
reflecting the challenges of being able to protect your
water right fromforfeiture if you are limted to an equa
40, 000-gal l on per-nonth all ocation over an eight-nonth
period rendering it inpossible to protect your water right
fromforfeiture

THE HEARI NG OFFI CER Were does it discuss
forfeiture?

MS. HIELLE: It does not. The sole purpose for
introducing this exhibit is page six, table three. And that
refl ects the evapotranspiration demands of plants in the
Veyo area which is just two mles about from Danmeron Vall ey
and shows that there is really a variation in demand for
wat er such that you need your water in June, July, August.

And you can't really use it in March and April
which are two of the nmonths that you woul d have to use

40,000 gallons you can't use. So, it's merely to get sone
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factual evidence into the record.

THE HEARI NG OFFI CER.  Any obj ection?

M5. SCHM D: The Division would just like to note
that the report is dated 2002 but has no objecti on.

THE HEARI NG OFFI CER:  Ckay.

M. Pace, any objection?

MR PACE: Well, Ms. Schmd earlier indicated this
was in the purview of this Conmission, and so |'mnot sure
why we're continuing to discuss it but | have no objection
to entering the docunents.

THE HEARING OFFI CER Al right. This is narked,
then, as Intervenor Exhibit-3.

(I'ntervenor Exhibit-3 marked)

THE HEARI NG OFFI CER.  The next exhibit that you
have provided ahead of tine is M. Pace's direct testinony
of March. | believe that's already in the record; correct?

MS. HIJELLE: | was not sure procedurally,

Your Honor, how you had to deal with things that were
already in the record.

THE HEARI NG OFFICER It hasn't been admtted
as an exhibit in this proceeding.

Any objection if we go ahead and do that?

M5. SCHM D: No objecti on.

THE HEARI NG OFFI CER.  Ckay.

MR. PACE: No objection.
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THE HEARING OFFI CER Al right. W'Il go ahead

and do that as the Intervenor's Exhibit-4.

(I'ntervenor Exhibit-4 admtted)

THE HEARI NG OFFI CER And then, finally, your
water bills.

MS. HIELLE: Yes. Proposed Exhibit-5 shows the
variation in usage of water, once again submtted for the
factual background to show that it is inpossible to use an
acre-foot of water in an eight-nmonth period with -- given
the tenperatures and evapotranspiration |osses and the
dormancy and the demand for water variability so that,
in essence, by limting the anount of water that you can
have with a water right, you are placed in jeopardy of
forfeiture.

THE HEARI NG OFFI CER  Ckay. Any objection?

MS. SCHM D:. The Division would just like to note
for the record that these are not certified copies but again
has no reason to doubt the veracity of the copies.

THE HEARI NG OFFI CER M. Pace, any objection?

MR. PACE: Any objection to the docunent?

THE HEARI NG OFFI CER:  Correct.

MR PACE: No.

THE HEARI NG OFFI CER°  Ckay. Then, this is marked
as Intervenor Exhibit 5.

(I'ntervenor Exhibit-5 marked)
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THE HEARING OFFICER: And we'll mark the exhibit

that was brought today which is the letters from Danmmreron
Val l ey Water Works to its customers encouraging themto
convert deeded use rights to certificated rights as

| ntervenor Exhibit-6.

(I ntervenor Exhibit-6 marked)

MS. HJELLE: And, Your Honor, in answer to your
earlier question, again, M. Pace could probably elucidate
this. | believe there may have been other certificates sold
that never had a prior water right associated with them
but 1 do not know.

THE HEARI NG OFFI CER Ckay. Well, 1 think,
really, what | need help with here is understanding your
argunment that your having purchased a right to use a certain
anount of water equates to your right to have some sort of a
guaranteed or restricted -- that it restricts the Conm ssion
in setting a rate. That's what | need help with.

MS. HIELLE: Okay. And | -- oh. Did I submt ny
| egal meno already? | did; didn't 1?

THE HEARI NG OFFI CER  Yes.

M5. HIELLE: Ckay. |'msorry. Mst of that is
set forth in the legal meno. And | wasn't sure how you
wanted to address |egal argunent versus factual testinony.

But | think this is an issue of |aw that needs

to be addressed. Factually speaking, | think that the
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things that M. Pace desires to do vis-a-vis greenbelt and

the |ike are, my argunment, in essence, supports his ability
to do that because of the way and nature in which these --
this water was deeded and whether subsequently transferred
back or not still with the same rights.

| don't know how the Utah Public Service
Conmi ssion could ignore the |aw applicable to these water
rights and say it doesn't matter. These are property
rights. They have been bought and paid for. They are
docunented and recorded, and they have the body of bundle
of rights that goes along with the water rights.

That's ny argunent, that | believe the Conm ssion
shoul d take into account. | appreciate that the DPU
whet her they acknow edge it as a matter of water right
or not, at least they adjusted the tier rate to obviate
the damage to water rights holders of potentially |osing
all of that property right.

But that's nmy fundanental argunent. There are
| aws on the books for the Public Service Conm ssion
There are |l aws on the books pertaining to water rights,
and sonehow or other, it seenms to ne, they all nust be
respected. And people are entitled to rely on that |aw

THE HEARI NG OFFI CER° Do you want your menmorandum
mar ked as an exhibit?

MS5. HIJELLE: | don't know how the Public Service
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1  Conm ssion takes |egal argument in all honesty. I'n1$ﬁgeailo
2 expert and | don't do Public Service Comm ssion work.

3 So, | would like the |egal argument to be fully considered.
4 THE HEARI NG OFFI CER Well, as Ms. Schmd has

5 pointed out, this case has proceeded in an unusual manner.
6 So, at the risk of sounding unprofessional, we are sort of
7 making it up as we go al ong.

8 Ms. Schmid, you seemto be noddi ng when

9 suggested marking this as an exhibit.

10 I's that what the Division would prefer?

11 M5. SCHMD: | think that would help clarify

12 the record.

13 THE HEARI NG OFFICER. Al right. M. Pace, any
14  objection to this nenorandum - -

15 MR. PACE: No.

16 THE HEARI NG OFFI CER  -- coming into the record as
17  Intervenor's Exhibit-7?

18 MR. PACE: No, m'am

19 THE HEARI NG OFFI CER Ckay. Thank you.
20 (I ntervenor Exhibit-7 marked and adm tted)
21 MS. HJELLE: So, | amarguing thus, that a
22 conservation rate over and above paying a fair share to --
23 in attenpt to dimnish the use of a water right is contrary
24 to Uah law and that the DPU, the Division, has properly
25 inserted the water right tier after paying fixed costs and
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after paying an appropriate residential |evel of use.

At that point, you should be allowed to have your
irrigation water delivered at an irrigation water rate,
what ever that fair rate nay be. And | would note that
M. Pace's testinony that | submtted as an exhibit states
that there is sufficient capacity in the systemto deliver
all the water necessary for build-out.

There are 380 connections to the system now.
There would be 1,110 later. It seens that there is no
problemw th existing capacity already paid for by current
users to have nore than 40,000 gallons a nonth delivered
and allow themto protect their water rights.

And | believe M. Long has also testified that
there's anple water in the system And that | believe
supports raising that cap

| can understand having to have sone nonthly cap
The question becomes, what should it be and should it be
such that it requires a forfeiture of a water right.

| believe there is an argunent under Utah water
| aw that these water rights have a conpletely separate role
inthe system And |'ve articulated that briefly in ny
| egal meno. And | believe that, you know, we have a 5/8ths
inch neter on our lot. The line going to our lot is six
i nches which is snaller than the new requirenents of

eight inches for fire flow
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1 And the devel oper requires that you constrain your
2 pipe past the neter for at least three feet to, | don't

3 know, three quarter or one inch. Al of these things limt
4 flow and protect the conpany | believe to some extent from
5 undue overuse of -- you know, you can only use your

6 irrigation water at a certain instantaneous rate.

7 It's the nonthly cap that | believe is problematical

8 And again, listening to M. Pace, | believe that

9 honoring these water rights is a nechani smby which the

10  Public Service Conm ssion can address the residential water
11 use fairly and al so address the desire of the devel oper to
12  have those water rights irrigate the |andscape in accordance
13 wth Uah water |aw

14 And those of us who relied upon that law in

15 devel opi ng our pastures and our other water-use facilities,
16  knowing we had the right to it, expecting that it would be
17  honored, would not |ose that benefit by an adverse ruling

18 of the Public Service Conmission. Thank you.

19 EXAM NATI ON
20 BY THE HEARI NG OFFI CER
21 Q So, what you are asking for today is that someone
22 who owns deeded water right or a share should be able to use
23 the total anount that's owned under whatever irrigation rate
24 is set? |Is that what you' re asking for?
25 A Yes.
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Q Ckay. And that right now, 40,000 gallons -- per

year ?

A Per nont h.

Q -- per month -- sorry -- does not allow you to use
your full, even a full acre-foot per year at the irrigation
rate?

A That's correct.

Q And, therefore, you' re equating the higher charge
for what renains of the acre-foot after the 40,000 gallons
per nonth, you're equating the increased charge to a
forfeiture?

A ['mequating it to an unreasonabl e burden on the
use of a water right contrary to U ah Code 73-1-9 which
bel i eve should be referenced to govern the charges for
delivery of a water right through a shared system

Q So, 73-1-9, as you've quoted it, tal ks about
expenses bei ng reasonabl e.

A Uh-huh (affirmative).

Q And your argument is that it is unreasonable to
have any portion of a water right subject to a rate higher
than what's approved for the irrigation rate?

A | believe the testinony establishes that the
additional tiers are designed to discourage the use of water
and enhance conservati on.

So, that in and of itself is inconsistent wwth the
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nature and scope of a water right under Uah state |aw.

So, while it is fair to charge irrigation users
under these water rights and shares, certificates, such that
they are not being subsidized by the other users in the
system anything over and above that for the purposes of
di scouragi ng the use of the water, a conservation rate
applied to irrigation water is contrary to the entire
intent and body of Utah water lawin Title 73.

Q So, it's your contention that Title 73, the intent
of Title 73 is to be anti-conservation?

A | believe that under Title 73, you nust use your
water wisely. | don't think you're allowed to waste it but
you nust use it.

So, if you don't use it, you lose it. | nean,
that's just the state of the |aw.

Q So, is the intent not to say that you can use it
or you can not use it and the statute is without a
preference?

A | think -- | don't believe the law -- my position
is that under particularly the 73-1-9 but the entire body of
Utah water |aw should be respected by the Public Service
Conm ssi on and a conservation burden should not be placed on
delivery of a certificated water right.

THE HEARI NG OFFI CER  (Okay. So, | need you to

reconcil e that against the code section here.
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1 And, Division, you mght have to help me find it.
2 It states that -- charges the Conmission with setting rates
3 that discourage waste. | believe that's what it says.
4 Are you finding it, Ms. Schm d?
S) M5. SCHMD: | am not.
6 Can | have just one nonent?
7 THE HEARI NG OFFI CER You may.
8 MR. PACE: Could | possibly intervene and add sone
9 clarity to this discussion?
10 THE HEARING OFFI CER In a m nute.
11 M5. SCHM D:. Are you |looking at 54-4-4?
12 THE HEARING OFFICER. | mght be. Just a mnute.
13 | mght have to take a break to find it.
14 Shal | we take a break?
15 M5. SCHM D: That would be | ovely.
16 MR PACE: What tine will be our lunch break?
17 THE HEARI NG OFFI CER Wul d you like to take |unch
18  now?
19 MS. SCHM D: That woul d be |ovely.
20 THE HEARI NG OFFI CER (kay.
21 How | ong do you want for |unch?
22 M5. SCHM D: An hour?
23 MR PACE: Until one o'clock at |east.
24 M5. HIELLE: | would sure appreciate the shortest
25 possible time. | do have to drive home tonight.

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 15-2025-01 - 08/11/2015

© 00 ~N oo o A O wWw N P

N T N N I T S R N e e N o
g A W N P O © 0O N O O N~ W N Rk O

Page 116
THE HEARI NG OFFI CER:  Let's nake it until 12:45.

And we'll go off the record until then. Thank you.

M5. SCHM D: Thank you.

(Lunch Recess 11:45 a.m to 12:50 p.m)

THE HEARING OFFICER Al right. So, we're back
on the record in the natter of the Application of Danmeron
Val | ey Water Works, LLC for Approval of General Rate
| ncrease and Expansion of Service area. |It's Docket Number
15-2025-01.

M. Pace, before we broke, you wanted to interject
and | told you you'd have a chance shortly and then we went
to lunch without giving you the chance to discuss.

Did you want to weigh in on water rights versus
wat er shares and hel p us understand that or what were you
hopi ng to di scuss?

MR PACE: Well, | wanted to clarify that just so
you were absolutely ..

THE HEARI NG OFFI CER  Ckay.

MR. PACE: In the beginning of '87 when we got the
irrigation right approved, we sinply issued quitclaimdeeds.

Then a few years later, | think it was probably
ten years later, we realized the problemthat we were having
was quitclai mdeeds.

If somebody sold their home, noved away, forgot to

add the water right to the deed, noved away and we coul dn't
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find or he died or whatever, that water right was |ost.

And if | couldn't find famly menmbers or sonebody to attest,
that water right was |ost.

THE HEARI NG OFFI CER.  Ckay.

MR. PACE: And it's happened on one instance.
And anot her instance we were able to run down the person.

So, when we realized that, we changed to
certificates. And all those letters that you read that
Bar bara handed out were letters fromme encouragi ng people
for their own benefit to not have to worry about it,
| eave the water right in my nane.

That way when the state engi neer needs an
adj udi cation or an update or anything regarding that water
right, | can deal with it nyself and they don't need to
worry about it; right? The request comes to ne.

And -- but especially in the case of sonmebody
forgetting to deed a water right on and we can't find the
person to clarify. So, that's why we went to certificates.

And so, now we have kind of a confused situation
Barbara is an enbodi ment of it. She has one deeded right
and one certificated right.

THE HEARI NG OFFI CER (kay.

MR PACE: That's what | was expl ai ni ng.

THE HEARI NG OFFI CER.  But as far as the conpany

is concerned, the holder's rights are the same --
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MR. PACE: Exactly the sane.

THE HEARI NG OFFI CER  -- as the use right?

MR PACE: Right.

THE HEARI NG OFFI CER  Ckay.

MR PACE: And they'll never use their right if
it's a certificated right because if they died, didn't deed,
didn't -- you know, didn't keep the right active --

"1l keep the right active forever for them

THE HEARI NG OFFI CER.  Ckay.

MR, PACE: And if for sone reason sonething
happened, that person sold their lot, forgot to transfer
the certificate with it, but |I knew that that person owned
aright and we can't find themto get themto sign the
certificate over, | can issue a new certificate. | don't
have a state agency involved. So, that was why we went to
certificates.

THE HEARI NG OFFI CER.  Ckay.

MR. PACE: And the other thing | wanted to point
out, and maybe this needs to conme later, is that 50,000 that
Barbara is requesting is a very mnor thing.

| farnmed Dammeron Valley in the early years for
20 years with alfalfa. We irrigated March -- and that's
what the state engineer considers irrigation system
March through October. So, | didn't just arbitrarily come
up with that eight-nonth period. She is right. 1In Mrch
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1 and Cctober, you could have a cold spell, especiallyp?%e e
2 COctober where you actually didn't use the water.
3 But for the long term right now, yes, we have
4  excess water. Right now, yes, we could | et people use nore
5 of the share in the summer, but |long term bal anci ng-w se
6 for the system we just adopted the eight-nmonth period
7 that the state considers the irrigation period.
8 And many tinmes -- and when we were farnmng,
9 weirrigated sonmetimes even in the winter if it were really
10 dry. It's healthy to put water in the ground even after
11  the alfalfa or whatever you're grow ng stops grow ng.
12 So, | would like to keep it at the 40,000 over
13 eight months. And | don't think it's a big hardship really
14  Dbecause the water is -- well, it has been very cheap and
15 | think it will renain reasonably cheap.
16 THE HEARI NG OFFI CER:  Ckay. Thank you.
17 Ms. Helle, | think that | understand the sort of
18 big picture of your argunent and | do have sone specific
19 questions that | wanted to ask you. |'msure the Division
20 has sonme questions as well.
21 But | feel bad that your w tness has been on the
22 phone with us all day and is back on the phone with us and
23 has not yet been able to participate.
24 Wuld you like to go ahead and ask your witness
25 questions --

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 15-2025-01 - 08/11/2015

1 M5. HJELLE: Sure. rage 2
2 THE HEARI NG OFFI CER -- now so that maybe we can
3 release hin? Although, he's perfectly welcome to stay on

4 the phone if that's what he wants to do for the remainder

5 of the hearing.

6 MS. HIELLE: Thank you, Your Honor

7 M. Barnum woul d you state and spell your nane

8 for the record?

9 THE HEARI NG OFFI CER.  Ckay. Just a nonent.

10 M. Barnum |'mgoing to swear you in.

11 So, woul d you pl ease raise your right hand and

12 let nme know when you are ready?

13 MR BARNUM Yes. (Conplying).

14 THE HEARI NG OFFI CER Do you sol ermly swear t hat
15 the evidence and testinony you provide today is the truth,
16 the whole truth, and nothing but the truth, and this

17  you do under penalty of perjury?

18 MR BARNUM | do.

19 THE HEARI NG OFFI CER Thank you. And, Ms. Helle,
20 you mght need to come up here. I'mnot sure that he's
21 going to be able to hear you very well fromthere.
22 MS. HIJELLE: So, | use your m crophone?
23 THE HEARI NG OFFICER  Yes. I'll just scoot over.
24 BARRY BARNUM
25 having first been duly sworn, was
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exam ned and testified as foll ows:

DI RECT EXAM NATI ON
BY M5. HIJELLE:

Q M. Barnum can you hear ne?

A Yes.

Q Okay. Would you please state and spell your nane
for the record?

A It's Barry, B-a-r-r-y, Barnum B-a-r-n-u-m

Q Pl ease describe to the people here your
prof essi onal background, particularly as applies to
wat er issues.

A Ckay. |'ve been a Professional Registered
Engineer in the state of Uah for over 30 years. And for
15 years | worked for the Gty of George and was in the
capacity of the water services director.

| retired about two years ago and since that tinmne
have perforned sone consulting specifically with the
Washi ngt on County Water Conservancy district on devel oping
a repair and replacenment plan which | believe was adopted
by the board.

Q In the course of your professional career
did you evaluate rates for water deliveries?

A Yes.

Q And that's for the Gty of St. George?

A Yes. Un-huh (affirmative).
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Q And did those include systens where other parties

water rights were delivered through the systenf

A In some cases, Yyes.

Q And did you also then take into account charges
needed for repair and replacenment and the fair allocation
of charges to the various users?

A Yes, we did. That was always one of our goals
was to allocate costs fairly and equitably.

Q Have you reviewed the Division of Public Uilities
analysis in this matter?

A Yes.

Q And what is your evaluation of their
recommendation, their anmended recommendati on?

A The anmended recommendation, | think it has a very

rational basis, that it's easily explainable, that it's
defensible, that it neets the needs of all of the users
and the needs of the conpany to stay sol vent.

And | think by placing the ability of the
irrigation users to use their water before they go into the
conservation tiers, | believe that it wll actually pronote
conservation where the original rate reconmendati on woul d
have not pronoted conservation anong irrigation users.

And | think that the anmended recomrendation will

allow owners of irrigation water to use their water before

they start to use Dammeron Valley water and will present no
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financial hardship to the systemor the conpany because the
fixed charges are paid in the base fee, the base charge,
and the 30 cents per thousand gallons covers the delivery
charge and the 15 cents additional on top of that gives them
an additional capital recovery fee and, you know, should
cover any inpact the irrigation users have on the system
Q Thank you. You listened to the nmorning's
testinony; correct?
A Yes.
Q And so, you're aware that there was sone
di scussion about the -- and M. Pace just testified about
t he amount of water that m ght be delivered pursuant
to these water rights.

In your capacity with the Gty of St. George,
have you had experience with those types of situations and,
in particular, the seasonal requirenents for water use?

A Are you asking about seasonal variation and the
anmount of water needed?

Q Yeah.

A Ckay. | did. In ny position, | nonitored the
mont hl'y variation and system demand for the Gty of
St. George and found that the nonthly demand was --
pretty much took the shape of a normal distribution and
during the winter nonths, of course it was very flat on both

ends but during the irrigation nonths, the mddle eight
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mont hs of the season, it would go from-- the denand

would -- the irrigation demand woul d go from about zero
up to a peak that was around the nonth of July and then
it would taper back down to pretty nuch by Novenber be
out of the system that denmand.
The ideal situation for one acre-foot in the
Dammeron Val l ey | ocation would be a peak -- this is based
on St. George usage -- would be a peak of 120 gall ons per
month. And all of the nmonths would not use that nuch.
That woul d be just the highest usage nonth. And that
woul d be the nost ideal situation for the irrigators.
Q Based on your review of the testinony and
listening to the testinony and review of the docunents
on file wth the --
Have you reviewed the docunents on file with the
Publ ic Service Comm ssion.
A Yes.
Q Have you reviewed the testinmony of Brooks Pace
which | introduced | believe as Exhibit-4?
Yes.

And M. Long?

> O >

Yes.
Q And given what -- also the proposed, the
description in the proposed tariff docunent regarding

the pipe sizes in the systenf
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A Yes. Uh-huh (affirmative).

Q So, based on what you know of all these factors,
what inpact do you think -- what do you think the conpany
can handle in terns of delivery to irrigators who hold water
rights without harmng the systemdeliveries to all of the
users?

A | haven't done a detailed engineering analysis
onit, but my opinionis that it would not be a negative
i mpact on the system

In St. Ceorge, for exanple, we have four, six --
four-inch, six-inch, and eight-inch water |ines and the
smal | est meter we use is the three-quarter-inch neter.
| believe the smallest meter that Dammeron Valley uses is a
5/ 8t hs-inch neter.

Now, we never found three-quarter inch or one-inch
water neters to cause a negative inmpact on our system And
| think Danmeron Valley's pipes are maybe even a little bit
| arger than ours in some cases, than St. CGeorge's in sone
cases where they are six, eight, and ten-inch |ines.

So, | don't think there would be a negative inpact
on the system of supplying, you know, the one acre-foot over
a period of eight nonths even with a very high cap on it.

MS. HJELLE: Thank you, M. Barnum
That's all the questions | have.

THE HEARI NG OFFI CER  Thank you. Ms. Schmid,
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do you have any questions for this wtness?

M5. SCHMD: | do.

THE HEARI NG OFFI CER.  Ckay.

MS. SCHM D: Should | cone up there as well?

THE HEARING OFFICER. | think it mght be best.

CROSS- EXAM NATI ON
BY Ms. SCHM D

Q Good afternoon, M. Barnum |'mPatricia Schm d,
and |'mthe assistant attorney general who represents the
Division of Public UWilities in this proceeding. | have
just a few questions for you

A Ckay.

Q Are there crops whose water denmand peaks at
different times?

A Al npost any crop, if it's seasonal, wll demand
more water during the hotter nonths of the season
Irrigation season usually starts in March. 1t's not really
hot in that tine period, so it doesn't require a great dea
of water.

But toward the center part of the grow ng season
during the nonths of June, July, and August, the
evapotranspiration which is a nmeasure of evaporation from
the soil and the surface of the land and the transpiration
fromthe plants thensel ves, the evapotranspiration is very

hi gh during the hot season and thus the plants and the
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ground require larger quantities of irrigation water.

Q Do different plants take different anmounts of
water to sustain thenf

A Yes.

Q Coul d you, for exanple, give an exanple of, say,
an alfalfa field and potatoes?

A | don't have those numbers in front of me.

Q Ckay. They were referenced in an exhibit that
Ms. Helle introduced and it was accepted. So -- but |'ll
move fromthat. Does alfalfa take a ot of water?

A | don't know. You know, conpared to other plants,
you know, | don't know if it takes nore or |ess than other
crops such as wheat or corn and it probably takes |ess than,
say, a golf course.

Q Ckay. Turning now to the Dammeron system
Ms. Helle asked you questions about pipe size,
deliverability, and the effect of delivering, let's just
call it, nmore water on the Damreron system

Do you recall that?

A Yes, ma' am

Q Have you ever physically inspected the Damreron
wat er systenf

A Briefly. About a year ago another engineer and
| were hired to | ook at the Danmeron Valley system | don't

have any of the documents that were produced fromthat in ny
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1 possession. |'ve since retired. And it -- ny inpfgggiéﬁS
2 of the systemwas favorable.

3 Q What do you nean by "favorable"?

4 A It seened to have adequate supply. It seened

5 to have adequate storage. | believe that M. Pace is

6 conscientious in his operation of the systemand the pipe
7 sizes seened to be adequate to deliver all of the water

8 necessary for the systemincluding fire flows.

9 Q By whom were you enpl oyed to do that review and
10 anal ysis?

11 A |''mnot sure what the organi zation is called,
12 but it was essentially the -- | believe the -- our main
13 contact was the fire departnent there.

14 M5. SCHM D: Ckay. Thank you very nuch.

15 Those are all nmy questions.

16 THE W TNESS: Thank you

17 THE HEARI NG OFFI CER M. Pace, any questions?
18 CROSS- EXAM NATI ON

19 BY MR PACE:

20 Q Yes. Can you hear nme, M. Barnunf

21 A Yes.

22 Q This is Brooks Pace. Yeah. You know -- you're
23 an expert. You know systens well and you know bal anci ng
24  of systenms and you do |'m sure understand that our system
25 is growing fromabout a third of its build-out size where
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we currently are to three tines its size.

So, the rules that | put in place, this 40,000
gallons a nonth, | don't know whether you heard this
di scussion a couple of mnutes ago | nentioned to the judge,
that the -- it's a balancing thing; right?

| mean, | can't have sonmebody just use any anount
they want. So, 50,000 we could probably Iive with, but |ong
termat build-out when all of our water is allocated, it
woul d probably be a hardship, not to nention right now the
billing difficulty of letting people use different anmounts
during different billing periods.

Ri ght now the conputer programis conplicated,
but sonebody would have to interface with every irrigation
user to know when they had used they're full 324,250
gallons; right? So, it just --

A Yes.
Q It's such a small issue | think.

And generally, as you' ve said yourself, the state
engi neer considers the irrigation systeman eight-nonth
period fromone March to the end of Cctober.

And you also stated and | agree that it's true
that in the sumer, plants do need nore water. But | don't
know of another way that we could really divvy up --

You know, we have about 95 to a hundred irrigation

custonmers. So, about a quarter of our people own various
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Size shares of irrigation water. So, it would mean doing

hand bills for those billing periods for those people during
the eight-month period. And it would just be hand-produced
bills. It wwuld be really conplicated. | just don't --

| -- | mean, Ms. Helle has raised this issue.
This is the second hearing now that she has raised this
i ssue and fought this battle at the first hearing in 2008
that she was on the phone at and made this case.

The judge rejected it as not gernane to the
hearing of our conservation rate that we were applying for.
Earlier in this hearing, you may have heard Ms. Schm d say
she didn't think this was an issue for the PSC, it was an
issue for the civil courts.

So, I'mwondering why we're spending so nuch time
onit. But we are. And thank you for taking your time and
t hank you for conplinenting our systemand giving it high
reviews. |t gives ne an opportunity to say that we are
always in negative points. | think the last report was
that we are a negative 20.

If you get as high as 98, | think it is, or 90
poi nts above, they shut the systemdown. So, negative
points are good. The nore negative points you've got,
the better. W' ve always been a highly rated system as
you said. W've always been very conscientious about it.

Never stood back and afraid to build another tank
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if we felt it was needed, drill another well if the

redundancy was required. So, we're just pleading for a
little bit of uniqueness to our system here.

W' ve al ways, you may have heard ne say earlier,
tried to track not the way St. CGeorge builds but the rough
rates they charge knowi ng that 25 years ago we were going
to lose a lot of nmoney doing that.

The Public Service Conm ssion understood we were
going to lose a ot of noney, but they realized that if
| was willing to subsidize it in order to sell |and because
| couldn't sell land if | were charging $5 a thousand
gallons, they were willing to live with it,

Now because of the eight-year crisis devel opers
have been through, |I'mbeing |unped into the bag of many
of those that have failed and they' re creating a
one-si ze-fits-all

So, | wish you would address the tiered system
that we do have since you have studied it and just because
we' ve been doing it that way for 39 years because it has
been approved through at |east five rate hearings
heretofore. And this rate hearing, they' re throw ng the
conservation rate right out the door. There will be no
conservation rate.

THE HEARI NG OFFICER: M. Pace, do you have a

question for this wtness because really what you're
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2 MR, PACE: |'masking himto comment on ny

3 proposed rate structure.

4 THE HEARI NG OFFI CER.  (kay. So, there you go.

5 Do you have any comments about the utility's

6 proposed rate structure?

7 THE WTNESS:. Based -- based on -- | haven't

8 exam ned the books.

9 THE HEARI NG OFFICER  You're not required to

10 comment on it.

11 (Overl appi ng voi ces)

12 THE WTNESS: -- just by the work that he has

13 done. | do believe that the full cost should be recovered
14 for the systemand | do believe that a capital reserve fund
15 shoul d be established in order to sort of |evelize the cost
16 to the users and if there was a catastrophic event, there
17 woul d be noney there to deal with it.

18 The system the Dammeron Valley systemis snal

19 enough that it doesn't have a lot of diversification in

20 pipelines or assets or storage. |If one storage tank went
21 down and had to be repaired, that would be a significant

22 financial burden on the systemand on the users because

23 they would eventually have to pay for it.

24 So, I -- 1 -- you know, assumng that M. Long's
25 nunbers are correct, and | have no reason to doubt it
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1 because he's been very thorough, | believe that the riﬁ%F e

2 structure, the anended rate structure proposed by the

3 Division wll cover the full cost and adequately fund the

4 systemas the Division states is in the best public

5 interest. And | support that conpletely.

6 THE HEARING OFFICER. Al right. Thank you.

7 BY MR PACE:

8 Q But is that -- is that then stating that you don't

9 think that ny proposed rate structure woul d cover the cost

10 of the systenf You know, the Division is concerned that

11 there's sonme certain custoners, those that are on the

12 conservation rate currently, that are being subsidized by

13 the others. People in the valley don't particularly feel

14 that way.

15 The Division also feels the irrigators are being

16  subsidized by the others with the lowirrigation rate.

17 People in the valley don't think that because they see

18 the advantage to the irrigation for all.

19 So, specifically, the question, do you, in |ooking

20 at our rate structure, don't you believe it wll cover the

21 cost of the system albeit a slightly different way and al so

22 |eave our conservation rate intact?

23 A It may cover the cost of the systemultimtely.

24  And, you know, part of this is that there's nore than one

25 way to do a rate structure. | really -- nmy preference
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is to have fixed cost covered in the base rate.

That way, if everyone stops using water, then the
systemis still paid for and the debts are still paid and it
doesn't present a financial hardship on the conpany or its
ability to deliver water

The ability to deliver water is different from
actually delivering water and being paid for the water you
deliver. For exanple, Irvine Ranch in California has
adopted this nodel and it works very well for them where
fixed cost are covered in the base rate.

And it's -- innmy mnd and fromthe other systens
|'ve | ooked at in nmy previous enploynent, it appears to ne
that this is a very economcally efficient way to set up a
rate structure. And that way the water itself doesn't bear
the cost, any of the fixed cost.

The water itself can be priced such that it wll
carry the variable cost, the cost of delivery, and also help
build up reserve fund and will pronote conservation through
the tier grade. | don't believe conservation applies to
irrigation water that is privately owned because an
i ndi vidual is subject to forfeiture.

But conservation for a conpany, for the custoners
of the conmpany or a city or a conservancy district should
certainly be encouraged to conserve.

And | think the amended proposed rate fromthe
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Di vision does exactly that where the rate you have proposed

puts the conservation tiers in effect before they're
allowed -- before a user is allowed to use their own water
wi |l not actually pronmote conservation for the irrigation
users.

Q | think you're mssing the point. Qur rate
structure --

THE HEARI NG OFFI CER Ckay. | don't want you to
argue with this wtness.

MR PACE: No. | need to clarify. [It's sonething
he doesn't understand. | think -- he's a very smart nan.
It won't take |ong.

THE HEARI NG OFFI CER | f you have a question
for him--

MR PACE: | have a question.

THE HEARING OFFICER.  -- you nay ask it.

BY MR PACE:
Q | have a question. Thank you

The question is, in ny current rate structure
and ny proposed rate structure and in 2008 -- this was
approved -- we created a conservation rate that gave
an individual a financial incentive to conserve.

Since 1977, we've had a big stick if you don't
conserve by these very high overage rates. But in 2008

the Division approved and the Conm ssion approved the
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1 conservation rate. Do you not think that is appropriate?

2 Yes, it is not there -- those conservation people are not

3 covering the base rate. That is a fact. So, they are

4 actually getting a financial incentive to conserve on the

5 backs of those who chose not to go on the conservation rate.
6 But everybody has the right to convert to the

7 conservation rate. So, | don't see it as a subsidy or a --
8 you know, unfair treatment of the standard ratepayers just

9 because sone wise famlies choose to live within 400 gallons
10 of water a day which is not difficult to do. And they can
11  save a hundred to $150 for doing it.

12 THE HEARI NG OFFI CER. And what is your question
13 for this witness?

14 BY MR PACE:

15 Q I'"masking himif he does not -- if he would say
16 that that is really not an appropriate way to sell water

17 since he has been in this business a |ot |onger than nost

18 of us. Do you think that is an unfair --

19 | mean, the Divisionis -- their problemwth it
20 is they're saying, your standard ratepayers are subsidi zing
21 the conservation people. And |I'msaying, good. Fine.
22 Get on the conservation rate yourself.
23 THE HEARI NG OFFI CER I f you have a comment, you
24 can certainly make it. [I'mnot quite sure what the question
25 is --
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1 MR. PACE: The questionis -- rage 13
2 THE HEARING OFFICER.  -- so I'mnot --

3 MR PACE: -- do you think it's inappropriate --

4 THE HEARI NG OFFI CER Pl ease don't interrupt ne,

5 M. Pace. So, I'"'mnot going to require you to answer.

6 If you have a comrent, you may neke it.

7 THE WTNESS: GCkay. The only coment that | woul d
8 like to make is that you have to | ook at every connection,

9 not just on what water it's choosing but what water it can
10 potentially use.

11 And if, for exanple, a situation would change

12 for a particular honeowner or water user on the system

13  even though they may be on a conservation rate, this change
14  of situation or change of ownership may cause a different

15 water usage.

16 So, you have to | ook at what the system-- what

17 obligation comes with that connection to the system the

18 obligation to deliver, not the actual amount delivered

19 but what is obligated to be delivered by the conpany.

20 And | think in order to nmake the costs fair

21 for everyone including the fixed cost which includes the

22 obligation to deliver, to equally allocate that anong all

23 users is a sound and rational way to bill for the system and
24  then let the conservation apply to what they actually use.
25 And, you know, that way no one is subsidizing
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1 anyone else, and yet they still get a benefit for rage 198
2 conservation. Those who do conserve still get a benefit
3 for conservation and while those who don't conserve still
4 pay their fair share. That's all | have to say.

5 THE HEAR NG OFFI CER  Okay. Thank you.

6 Any fol | ow up?

7 REDI RECT EXAM NATI ON

8 BY Ms. HIELLE:

9 Q M. Barnum can you hear ne?

10 A Yes.

11 Q Have you reviewed Exhibit-5 which is ny water
12 bills that shows the standard deviation or the normal

13 distribution curve that you nentioned earlier?

14 A |"msorry. You're sort of breaking up there.
15 Q Do you recall review ng Exhibit-5 which is ny
16  water bills?

17 A Yes. | looked at it.

18 Q And that reflects the normal distribution curve
19 that you nentioned earlier?

20 A In a way it does, yes, uh-huh (affirmative).

21  You know, it's not exact but that's a generalization. 1It's
22 not -- your water bill is not an uncommon distribution.
23 Q Do you believe that, say, setting the cap at

24 50,000 gallons is reasonably likely that anybody woul d be
25 able to use an acre-foot of water over that eight-nonth
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1  period? rage 199
2 A Well, | think you' d have to naybe over irrigate

3 alittle bit in the shoul der nonths, you know, the beginning
4 and ending nonths of the season, but it would certainly give
5 theirrigator a greater chance of using all of their water

6 and give themnore flexibility in using it.

7 MS. HIELLE: Thank you.

8 THE HEARI NG OFFI CER° Ms. Schmi d, anything el se?

9 M5. SCHM D: Nothing further fromthe D vision.

10 THE HEARI NG OFFICER  Al'l right.

11 RECROSS- EXAM NATI ON

12 BY MR PACE:

13 Q Just, do you have a comment, M. Barnum on the

14  conplication to our billing systenf

15 A On what ?

16 Q The conplication to our billing systemif

17 irrigators have a right to use in varying amunts the

18 320,000 gallons in a single year.

19 Then, how do we bill it? How would we bill it
20 if they use -- in March that she uses 25,000 gall ons of her
21 irrigation allotnent and then in May, in -- you know, in
22 July and August, she's using, say, 50 or 60,000 gallons a
23 month, | mean, how do we -- do we just hand bill those or --
24 | don't think there's a systemthat can be so precise.
25 | don't know. Don't you see that as a conplication and al so
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1 long terma balancing problemfor the systen? rage 140
2 A Well, | -- you know, in the Gty of St. George --
3 and this is the only one I can really speak to.

4 You know, we had simlar situations where users,
5 some users were allowed a certain amount of water at a

6 certain rate over the period of a year, and we woul d j ust

7 have to nonitor it. And when they reached that anount,

8 then the billing rate would change and we would do it.

9 ' mnot aware of any software, any billing

10 software that will do that automatically, you know,

11 but it has been done. W did it in St. Ceorge.

12 Q By hand?

13 A You know, it's an accommodation to the users.

14  And, you know, additional bookkeeping for the conpany.

15 | admt that. But, you know, | don't have a solution

16 for it, no.

17 THE HEARI NG OFFI CER  Ckay. Thank you,

18 M. Barnum | believe we can rel ease you as a W tness.

19  Your testinony has been very hel pful and | appreciate it.
20 And thank you for your patience with us today as well.

21 You' re now excused and you may hang up and go

22 about your day if you'd like to. You may also renmain on the
23 line if you want to hear the rest of the proceedings today.
24 MR. BARNUM Ckay. Thank you very mnuch.

25 EXAM NATI ON ( Conti nued)
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BY THE HEARI NG OFFI CER

Q Thank you. Okay. M. Helle, I just want to try
to pick up where we left off before we went to the break.
And | will just comment that the Conmm ssion takes seriously
the issues that you' ve raised. The Conm ssion does not want
to be in violation of water |aw.

The Commission is not convinced that rate setting
and water |aw necessarily have a nexus but is giving you the
opportunity to explain what you consider to be the nexus and
that's why we're giving this sone time, M. Pace, to answer
your question

So, in Chapter 73, is beneficial use defined?

A Yes.

Q Where is that?

A Ckay. G ve ne one second, Your Honor. | do have
the statute with me | think. Well, | may be -- it's 73-1-3.
It says beneficial use is the basis of the right to use.

And | can explain to you, there are uses that are
acknow edged as beneficial uses primarily | believe through
the case | aw.

Q Through case [aw? Ckay.

A And there are uses that are not accepted as
beneficial uses.

Q Ckay. So, let ne just ask you, then, do you

consider it possible for a person who has a water right or a
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wat er share to make use of the water in a way that would be

consi dered wasteful rather than beneficial?

A Yes. | think that if you were using the water in
such a way that it was exceeding the demand of your crop and
basically running off your property and doi ng nothing,
that would be a waste.

Q All right. So, now |l 'mgoing to direct your
attention to the Uah public utilities statute to Section
54-4a-6 whi ch di scusses the objectives that nust be kept in
m nd by the Conmm ssion, by the Division setting rates.

And if you | ook down to subsection four, it says:

"For purposes of guiding the activities of the

Division, the phrase just, reasonable, and adequate,”

meani ng rates, "enconpasses but is not limted to the

followng criteria."”

And it tal ks about fair apportionment and it talks
about the |lowest cost that is reasonable and so on

But if you | ook down to subsection f, |ower case
f, it says that rates are set with the intent to protect
agai nst wasteful use of public utility services.

So, | need you to reconcile that |anguage wth
your argunent that it is -- essentially, it is illegal for
there to be an intent to encourage or require conservation
because the Conmi ssion is given an intent right here

to prevent against waste.
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1 A | think that the water delivered under the rage 249
2 conpany's water rights is fully covered by that section of

3 the code and that there is no limtation on other than the

4  reasonabl eness factor and so forth, the Comm ssion's

5 treatment of those water rights that bel ong

6 to the conpany. But | think that water rights that bel ong

7 to individuals, that have been deeded out to individuals,

8 have a different standing.

9 It may very well be that -- you know, it

10 conplicates things because it's in the sane system and

11 that's why | believe that 73-1-9 should govern the tariff

12 for bona fide water rights and this section should govern

13 the tariff for Dammeron Valley Water Conpany water rights.
14  They are not in the sane |egal position.

15 Q And yet the Public Service Conm ssion sets rates
16 for both, and the certificate that you' ve provided says that
17  your right to use is subject to the rates that are in the

18 tariff.

19 A But ny water does not. M water right has no such
20 limtation and | believe that such a [imtation would be

21 inconsistent with Uah |aw

22 Q Does you water right state that it includes a

23 fixed rate or that it includes a right for you to be charged
24  what you wish to be charged?

25 A My water right enconpasses U ah Code 73-1-9 as the
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paraneter on which | believe the Public Service Conm ssion

shoul d determne a proper irrigation delivery tariff.

Q (kay. So, if you decide that you can't afford to
use all of the water that you have a right to use, howis it
that it's forfeited and to whomis it forfeited?

A Well, that's conplicated; okay? It is as a natter
of law forfeited. Wether or not the forfeiture is declared
is a subject of a nunber of possible considerations.

Any wi se owner of a water right works hard to
avoid being in that situation. That's a sinple fact.

MS. SCHMD:. |If | may just nmake one what | think
Is an inportant correction?

THE HEAR NG OFFI CER.  Uh-huh (affirmative).

M5. SCHM D: And | apol ogize for interrupting.
There are specific ways in which a water right is forfeited.
And it is a long, lengthy process. Currently, it requires a
period of seven years. A judicial action is required and
things like that. So, it doesn't just happen automatically.

And 1'd just like to refer the Court at this
moment to Section 73-1-4 which tal ks about reversion to the
public for abandonnent or forfeiture.

THE HEARI NG OFFI CER (kay.

MS. HJIELLE: It does revert to the public, and,
in fact, | believe the case |law says that if you have not

used your water for a period of seven years, as a matter
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of law, it is deened forfeited.

But if there is no judicial declaration, then
you're just at risk unless and until something were to occur
that would trigger such a declaration.

In the Virgin River basin right now, they' re going
t hrough a general adjudication of water rights.

Who knows what kind of risks m ght be posed in the course
of that? The state engi neer doesn't usually proceed
precipitously with those things.

So, there's just a series of potential scenarios
that could occur. And it would be difficult for ne to
specul ate about, you know, all of them
BY THE HEARI NG OFFI CER

Q All right. So, if you decide to pay and use your
entire allocation, you would have no risk of forfeiture;
correct?

A If | use ny entire water right, | should be
protected fromforfeiture.

Q And i f your nei ghbor decides not to use and not
to pay for the entire water right, then your nei ghbor woul d
be subject to forfeiture?

A Potentially, vyes.

Q Ckay. So, ny question is, are you suggesting that
the Conmi ssion is sonmehow required to set rates individually

user by user according to what the user is willing and able
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1 to pay? Page 146
2 A No. | think that the -- let ne do it this way if
3 | my.

4 "Parties are |iable to the other for the
5 reasonabl e expenses of nuintaining, operating, and
6 controlling the sane in proportion to the share and the
7 use or ownership of the water to which he is entitled."”
8 That sets the basis for which water rights shoul d
9 be delivered through the Dammeron Val |l ey water system

10 And | have fundamentally stipulated that | do not dispute
11 the DPU s determnation that 45 cents a thousand arguably
12 nmeets the standard.

13 Q Ri ght.

14 A Now, if | -- you know, | just haven't chosen

15 to try to get into that |evel of quibbling.

16 Q But your argunent is that that rate has to apply
17 to the total acre-foot anmount --

18 A Yes.

19 Q -- that any water right holder --

20 A Yes.

21 Q -- is entitled to use?

22 A Al'l water rights holders per acre-foot for that

23 entire acre-foot.

24 THE HEARI NG OFFI CER Yes. (kay. | understand.

25 Ms. Schmid, do you have questions for Ms. Helle?
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M5. SCHMD: | do. My | have just a nmonent?

THE HEARI NG OFFI CER:  You may.

MR PACE: Could | raise an issue while she's

| ooki ng?
THE HEARI NG OFFI CER. You may.
MR PACE: 1'd like to read you fromthe
protective covenants or the contract between me and
| andowners in subdivisions that came |ater.

Unfortunately, when Ms. Helle's |ot was
subdi vided, we didn't have irrigation water. |t was
subdivided in 1977 and the irrigation rate was approved
in 1987. But in the subdivisions that got irrigation water
after that, there was this wording.
"These water rights cannot be transferred away
fromthe lot. The land owner with irrigation rights
receives a special rate up to 40,000 gallons per nonth
per acre-foot after he has used his total culinary
allotment at the culinary rate.”
This is a contract between ne and the owners
of all these subdivisions. So, it's a contract that you
couldn't really probably get involved in or -- and a court
of |l aw woul d probably back nme because | have a contractua
agreenent .

But wth Ms. Helle, it wouldn't apply because her

subdivision didn't have this wording because we didn't have
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irrigation rights at the tinme.

But that was always the intent, and so nost of the
peopl e, nost of the people that have irrigation rights,
probably of the 200 and -- what did | say, 280 -- Mark, do
you renenber? 280 acre feet of irrigation rights that are
out there, well over 200 have this clause witten into it.

So, it would only be the few subdivisions, hers
and the honest eads, about three or for subdivisions, mybe
150 lots. If you said you got a letter to use up the 50,000
in those nonths, it would only apply to those.

THE HEARI NG OFFI CER.  Ckay.

MR. PACE: Do you want to see this docunment or

THE HEARING OFFI CER° No. | think | understand.

MS. SCHMD: |If | nmake just one nore statenent
this tine concerning what M. Pace said.

The Public Service Conmission's jurisdiction
is specifically limted by |aw and does not include
jurisdiction over all contracts. That's an established
point of law. The Public Service Conmission's jurisdiction
applies to rates and services provided by public utilities.

Contracts between an individual and another
i ndi vi dual are handled and the neani ng of those contracts
are handled in district court.

THE HEARI NG OFFI CER Ckay. Thank you.

CROSS- EXAM NATI ON
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BY M5. SCHM D:

Q Ms. Helle, how are you?
CGood.

Q The issues that you have raised blend in sone ways
| egal issues and factual issues. So, I'mgoing to try and
stay away fromthe | egal issues because the Division wll
address those in its reply brief.

Do you agree with M. Pace's description that

a water right is the same as a water share --

A Inthis --
Q -- in this context?
A In this context, | would put it the opposite.

| would say that a water share has the sane bundle of rights
that a water right clearly has.

Q When -- we'll use you as an exanpl e.

When you have used your 12,000 gal |l ons and then
you have used your 40,000 gallons at the irrigation rate,
then is your water shut off?

A No. | just have to pay what | would consider a
penalty rate as for irrigation water, although | wll say
again as | did earlier that the way the DPUis doing it this
time, the next tier up is a nore reasonable tier because
it's not -- it's a conservation rate but it's | believe 60
cents a thousand which is nuch nore reasonabl e than 350 a

t housand, for exanple.
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So, it provides sone cautionary disincentive to

the irrigation right holder and going over, if it has to be
40,000 gal l ons, for exanple, that amount, but it gives --
neverthel ess, you could still use that additional 12,000
gallons | guess it would at what, 60, 000.

Q So, just to make clear, so, if my water right
entitled me to -- and I"'mjust going to pick this nunmber
out of the air -- 75,000 gallons of water a month when we
did this little water right thing, would | be prohibited
fromgetting those 75,000 or would | just have to pay the
Public Service Comm ssion approved rate to receive delivery
of that quantity of water?

A | woul d have to pay the Public Service Comm ssion
approved rate as applied to nmy water right.

Q Thank you. Myving on to your Exhibit-1 which is a
copy of the warranty deed.

A Yes.

Q Can you read the | ast two paragraphs, the one that
starts "together with one" and then "water rights" into the
record, please?

A "Together with one acre-foot of water from water

users clai mnunber 81-2167 certificate nunber 12318 to

be used for irrigation purposes in Danmeron Valley

Meadows Lot 34."

Q And then the next paragraph al so, please.
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A "Water rights conveyed by this deed are restricted
to use for irrigation purposes only and may not be sold
or transferred outside of the Danmeron Vall ey
subdi vi si on in Washi ngton County, U ah."

Q Do you see the words "delivery" in those two
par agr aphs?

A No, | don't believe | do.

Q Do you see the word "delivered" in those two
par agr aphs?

A It's not there. | don't see it.

Q So, what you got in addition to the real estate,
Lot 34, was the one acre-foot water; is that correct?

A Yes, along with all of the legal rights and
accoutrements that go with a water right.

Q Turning to the next page which is the warranty
deed -- let's see. O, actually, let's turn to the |ast
page where it's the Damreron Valley Water Works irrigation
share certificate.

Yes.

Coul d you pl ease take a |l ook at that?
Yes.

Do you see the words "delivered" there?

No.

> O > O »F

Q So, it is true that what you are getting is the

one share of irrigation water, the 320 gall ons per year per
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share at the rates and consunption |evels specified by the

tariff; is that correct?
A | don't believe that.

M5. SCHMD: 1'Il address that in ny |egal brief.
And those are all ny questions.

THE HEARI NG OFFI CER M. Pace, any questions for
Ms. Helle?

MR PACE: Not at this tine.

THE HEARING OFFI CER Al right. M. Helle,
is there anything you'd like to add before we -- we're going
to go to closing statenments next | think.

s that where we're at?

MS. HJELLE: | don't have any nore testinony.

THE HEARI NG OFFI CER. Al right. Let's see.
The applicant -- this is the first |I've done, the first
|"ve done with a Public Service Conmi ssion

So, in the hearings |I've done for other divisions,
the person with the burden of proof goes first and |last and
it would generally be the applicant.

Does that nesh with what you're expecting?

MS. SCHM D:. That nmeshes with ny experience before
the Public Service Conmmssion if closing statenents are
gi ven.

THE HEARI NG OFFI CER Ckay. Very good.

M. Pace, this is your closing statenent, your
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opportunity to put into the record anything nore that you

want the Conmi ssion to understand and any response that you
want to nake to what el se has been put into the record
today. Go ahead.

MR PACE: Well, some of the things that | brought
up -- some of the itenms that | couldn't bring up because
| couldn't turn theminto questions I'll now raise.

We are a stable, stably financial conpany.
My son and ny other two sons and ny daughter are all trained
operators of the system

One of themis the actual operator of the system
They grew up with this company, with this devel opnent. And
| can assure you, they will carry on ny nethod of operating
it even to the extent of subsidizing it if necessary.

The Division clainms that our rate is conplicated.
It's not conplicated. It's been around 39 years. W're al
very used to it. It may be conplicated to sonebody new to
it. And we regret -- | won't say resent, but | do regret
that the Division is so determned to do a one-size-fits-al
sort of approach to our rate and not let us continue on with
our current odd-tiered rate structure.

Qur rates have been progressive fromthe
begi nning. The conservation rate just gives an incentive
to conserve. And probably of all the things | would like to

see preserved is that.
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[f in any way the Division or you or now the

Commi ssion can wap their mnds around giving some break
to some individual who will try to live within the
400-gal  on-a-day al l ocation and thereby get sone kind
of a financial reward for that, that is probably the nost
inmportant thing to ne. That and having a reasonably | ow
irrigation rate.

| was kind of hoping that Ms. Helle would get
on ny side on that and argue for it to naybe conprom se a
[ittle bit between the 32 cents |'mrecommendi ng and the
45 cents the Division is. | would hope you could maybe
settle in at around 38 cents or 35 cents on the irrigation
rate. | often cannot read my own witing. Oh.

Sonebody -- | think it was probably during
M. Long's testinony -- called our tap tiers arbitrary.
They weren't arbitrary. They grewwth the size of the lots
growing down. The tap rates got smaller as the lots got
smaller. So, it wasn't an arbitrary thing at all,
and | don't know why it appears arbitrary.

But in any case, we realize we are in a situation
where we will accept the decision of the Conm ssion.

And we just hope you will take the consideration
of us being a private conpany, a uni que conpany, a very
uni que devel opnent and really a very, very, very small part

of the state of U ah and maybe allow us to be a little bit
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uni que. Thank you

THE HEARI NG OFFI CER:  Ms. Schni d.

M5. SCHM D. Thank you. The Utah State
Legi sl ature has del egated to the Public Service Conmi ssion
an inportant role. This role enconpasses setting rates,
charges, and conditions of service for public utilities.

To guide the Public Service Comm ssion, the
legislature lists things that the Public Service Conm ssion
shoul d consi der when setting rates. That's found in 54-4-4.

The rates should not be unjust, unreasonabl e,
discrimnatory, preferential, or otherwise in violation
of law. And then it goes on fromthere.

To assist the Commission in fulfilling its duties,
the Division of Public UWilities has been granted certain
responsibilities. Those are found at 54-4a-6.

And it is the obligation of the Division to
provi de the Comm ssion with information to pronote the safe,
heal t hy, econonic, efficient, and reliable operation of
public utilities -- then I'Il skip -- to provide for just,
reasonabl e, and adequate rates.

And then I'Il skip down to "d" which is:

"Provide for a fair apportionnment of the total

cost of service anbng custoner categories and
I ndi vi dual custoners and prevent undue discrimnation

In rate categories.”
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Furthering or following the statute down a little

bit, "The Division is also charged with providing the
Public Service Comm ssion with information to protect
agai nst wasteful use of public utilities.”

The Division has undertaken an extensive anal ysis
in this case. The Division has |ooked at the expenses
of the conpany, the revenues of the conpany, and in the
Division's experience, the Division has found that fixed
rates, fixed costs should be covered in the base rate
and that there should be a capital reserve account.

The Division's rates have both of these needs net.
The Division's rates are just, reasonable, and in the public
interest, and the Division requests that they be approved.

The Division's anended rates are just, reasonable,
and in the public interest and request the Conmm ssion
approve those proposed rates.

Insofar as the interplay between Title 37 which
addresses water and irrigation statutes and Title 54 which
addresses public utilities and public services statutes,
that interplay will be explored in detail in nmy reply brief.
And the brief will contain sections including but not
[imted to jurisdiction and other pertinent matters.

Thank you.

THE HEARI NG OFFI CER Thank you. Ms. Helle?

MS. HIELLE: | recognize the difficulty of the
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nexus or interrelationship between these two titles in the

Utah code. | believe that the water rights |law puts the
water rights that belong to individuals into a unique
category. And whether or not it is subject directly to a
tariff proceeding, it really has to be addressed in a
tariff proceeding because it's the same system

And for that reason, | Dbelieve that the Public
Servi ce Conmmi ssion should set that rate for the irrigation
deliveries more or |less consistently with Section 73-1-9.

| believe that the acconmodation to water rights
hol ders to allow themto use their full right is not unduly
burdensome and shoul d be made.

| don't believe that the devel oper's future system
capacity needs to be a basis upon which existing water
rights holders should be deprived of the ability to use
their full water right, and | do not dispute M. Pace's
suggestion that 35 to 38 cents mght be a nore fair
irrigation rate. | don't know.

THE HEARI NG OFFI CER M. Pace. You get the final
wor d.

MR PACE: Jeez. | didn't know | had another one
or I would have --

THE HEARI NG OFFI CER You don't have to.
|f you're done, you can be done.

MR PACE: | had something in mnd. So, thank
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1 you. Now !l got to remenber what it was. | think it 3@%? e
2 something Ms. Schmd was saying. It may have slipped

3 ny mnd | think we've said enough.

4 THE HEARI NG OFFI CER Well, with that, then,

5 we wll close the hearing. The Conm ssion of course wll

6 hold any order until after briefing is conpleted.

7 Ms. Helle, | would ask you, if you read the

8 Division's brief and determne that you're not going to file
9 areply, would you please |let me know so that we don't del ay
10 any longer than is necessary?

11 MS. HIJELLE: Yes.

12 THE HEARI NG OFFICER:  All right. Any other

13  housekeeping issues that we need to take care of bhefore

14 we close this hearing?

15 (No verbal response)

16 THE HEARI NG OFFI CER Thank you all very nuch. |
17 appreciate your tine. And the testinony and the discussion
18 has been very, very hel pful today. So, thank you very much.
19 MR. PACE: Your Honor?
20 THE HEARI NG OFFI CER  Yes.

21 MR PACE: Is there going to be a public hearing
22 tonorrow at noon?

23 THE HEARI NG OFFI CER:  There is a public hearing

24  tonmorrow at noon. Are people com ng?

25 MR PACE: | -- | -- 1 doubt it.
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THE HEARI NG OFFI CER:  As far as | know, nobody's

requested to appear telephonically. | would imagine that
most of your customers would want to rather than to drive
up for that.

MR PACE: | think Ms. Gaufin was the only one
that was intending to drive up. | think --

Wasn't this being streamed today?

THE HEARI NG OFFI CER  Yes.

MR PACE: So, | know there are people |istening
in that may want -- | guess we need to cone at noon because
we don't know. Is that what you're saying?

THE HEARING OFFICER |'I| be here at noon.

And we' Il be taking comments from anybody el se who is here
at noon.

MR PACE: O calls in?

THE HEARI NG OFFI CER W don't have a plan to set
up the phone because nobody's requested to call in.

MR PACE: (kay. So, if we all show up at noon
and no one is here by 12:15, we're done?

THE HEARING OFFICER W' || close it.

MS. HJELLE: And for the purposes of those who may
be listening, people can still file witten coments by
sometine tonmorrow? |Is there a deadline by which they would
have to send their coments?

THE HEARING OFFICER. | don't believe that a
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1 deadline has been established. |If they want to subFr,r?%e aln60
2 unsworn comment by witing, I will accept it, but it can't
3 Dbeswrnif it cones in that way because any sworn

4 testimony -- in order to be considered sworn, it has to be
5 subject to cross-exam nation; okay?

6 All right. And with that, we'll close the

7 hearing. Thank you all very nuch.

8 MR. PACE: Thank you.

9 MS. SCHM D. Thank you.

10 (Proceedi ngs concluded at or about 1:55 p.m)
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CERTI FI CATE

This is to certify that the foregoing proceedi ngs
were taken before ne, CLARK L. EDWARDS, a Certified
Short hand Reporter and Notary Republic in and for the
State of Utah, residing at West Jordan, Utah

That the proceedi ngs were reported by ne in
stenotype and thereafter caused by ne to be transcri bed
into typewiting, and that a full, true, and correct
transcription of said proceedings so taken and transcri bed
Is set forth in the foregoi ng pages, inclusive.

| further certify that I amnot of kin or
ot herwi se associated with any of the parties to said cause
of action, and that | amnot interested in the event

t her eof .

Clark L. Edwards, CSR
Ut ah License No. 109221-7801
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