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I. INTRODUCTION AND RESUME 1 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 2 

A. My name is John Kappes.  My business address is 1345 W. Broadway, Missoula, 3 

Montana. 4 

Q. BY WHOM ARE YOU EMPLOYED? 5 

A. I am the President of Mountain Water Company (“Mountain Water”). 6 

Q. PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL EXPERIENCE, 7 

PROFESSIONAL BACKGROUND, AND PREVIOUS EXPERIENCE 8 

TESTIFYING BEFORE THE MONTANA PUBLIC SERVICE COMMISSION 9 

(“COMMISSION”). 10 

A. I graduated May of 1994 from the University of Montana with a Bachelor of Science 11 

Degree in Business, with an emphasis in accounting.  I passed the Certified Public 12 

Accountant exam November 1994, and received my CPA license for the state of Montana 13 

April of 1997.  In April of 1995, I attended the NARUC Utility Rate Seminar co-14 

sponsored by Florida State University.  15 

I have worked for Mountain Water since November 14, 1990 in different 16 

departments, including Customer Service and Accounting, and have been in my current 17 

position as President since January 2012.  I worked as the Coordinator of Rates from 18 

1994 until 2001.  I was involved in the preparation of the general rate applications for the 19 

Missoula Division, Docket No. 94.7.26, and for the Superior Division, Docket No. 20 

94.10.46.  I prepared and was a witness in three general rate applications for Missoula 21 

Division, Docket Nos. 96.4.61, 98.5.104, and 2000.7.112, as well as the Superior 22 
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Division general rate application, Docket No. 96.6.97.  I oversaw the preparation of and 1 

was a witness for the general rate applications for the Missoula Division in Docket Nos. 2 

2002.5.60, 2005.4.49, 2008.9.119, and 2010.4.41, and D2012.7.81.  I was also a witness 3 

in the last proceeding involving the sale and transfer of stock in Park Water Company 4 

(“Park Water”), Docket No. D2011.1.8.    5 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 6 

A. I am testifying on behalf of Mountain Water.  7 

II. PURPOSE OF TESTIMONY 8 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?  9 

A. I will provide background information regarding Mountain Water’s operations, including 10 

information regarding Mountain Water’s system, customers, employees, and 11 

management.  Then I will discuss the relationship between Mountain Water and Park 12 

Water.  Finally, I will discuss the proposed change in indirect ownership of Mountain 13 

Water and explain why I believe it satisfies the no-harm-to-consumers standard.   14 

III. BACKGROUND INFORMATION REGARDING MOUNTAIN WATER  15 

Q. PLEASE PROVIDE A GENERAL DESCRIPTION OF MOUNTAIN WATER’S 16 

OPERATIONS. 17 

A. Mountain Water owns and operates the principal water system in the Missoula area.  The 18 

Missoula system consists of a complex aggregate of well pumping stations, reservoirs, 19 

pipelines, hillside booster stations, and pressure reduction facilities.  At the present time, 20 

Mountain Water operates 37 wells which provide the primary source of water for our 21 



Testimony of John Kappes 
Docket No. D2014.12.99 

March 12, 2015 
Page 3 of 9 

 
customers.  From these wells, we transport the water through approximately 317 miles of 1 

distribution lines to 25 reservoirs and standpipes to our customers. 2 

Q. HOW MANY CUSTOMERS DOES MOUNTAIN WATER SERVE? 3 

A. Mountain Water has approximately 24,000 customer connections and serves a population 4 

of approximately 72,000 people in the Missoula area.  5 

Q. ANY HOW MANY EMPLOYEES DOES MOUNTAIN WATER HAVE IN 6 

MONTANA? 7 

A. Mountain Water currently employs 39 people in Montana. 8 

Q. CAN YOU BRIEFLY EXPLAIN THE MANAGEMENT STRUCTURE OF 9 

MOUNTAIN WATER?   10 

A. I am the President of Mountain Water and operate out of Mountain Water’s office in 11 

Missoula, as does Mountain Water’s Chief Legal Officer.  Park Water’s Executive Vice 12 

President and Chief Financial Officer also serve in those offices for Mountain Water, at 13 

no additional compensation from Mountain Water, and operate out of Park Water’s 14 

office.  Park Water’s President serves as the Chairman of Mountain Water’s Board of 15 

Directors and the remainder of Mountain Water’s Board is made up the Executive Vice 16 

President, Chief Financial Officer, and myself.  I have four managers who report to me: 17 

Manager of Business Administration, Chief Engineer, Manager of Financial Services, 18 

and Manager of Risk and Legal Services (Chief Legal Officer).  From these four areas, 19 

we manage our day to day local operations and services. 20 

Q. WHAT IS THE RELATIONSHIP BETWEEN MOUNTAIN WATER AND PARK 21 

WATER? 22 
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A. Mountain Water is a wholly-owned subsidiary of Park Water.  Park Water purchased 1 

Mountain Water from the Montana Power Company in 1979.  Park Water provides 2 

various strategic and administrative support services to its subsidiary operating entities, 3 

including Mountain Water. 4 

IV. WESTERN WATER’S OWNERSHIP OF MOUNTAIN WATER 5 

Q. ARE YOU FAMILIAR WITH WESTERN WATER HOLDINGS’ (“WESTERN 6 

WATER”) ACQUISITION OF PARK WATER? 7 

A. Yes.  I submitted testimony in Docket No. D2011.1.8, when Carlyle Infrastructure 8 

Partners, LP (“Carlyle Infrastructure”) sought approval to acquire the stock in Park 9 

Water. 10 

Q. ARE YOU FAMILIAR WITH THE COMMITMENTS CARLYLE 11 

INFRASTRUCTURE MADE IN DOCKET NO. D2011.1.8? 12 

A. Yes, I am. 13 

Q. IN YOUR OPINION, HAS CARLYLE INFRASTRUCTURE HONORED THOSE 14 

COMMITMENTS? 15 

A. Yes, I believe they have. 16 

Q. PLEASE EXPLAIN. 17 

A. Carlyle Infrastructure made several commitments regarding Western Water’s ownership 18 

of Park Water with respect to the operations and management of Mountain Water.  Below 19 

is a table listing those commitments, along with a brief explanation of how Carlyle 20 

Infrastructure honored them: 21 

 22 
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COMMITMENT MADE IN D2011.1.8 

 

 
ACTIONS TAKEN TO HONOR 

COMMITMENT 
 

1. Maintain employees, wages and benefits 
and local management 

Maintained cost of living increases, 
performance management plan, benefits, and 
merit increases. 

2. Continue safety program Updated safety program and continued 
reduction in Experience Modification Factor 
(used in Worker’s Compensation premium 
calculations as a comparison to average – 1.0 is 
average; lower is better).  Mountain Water is 
significantly lower than 1.0.    

3. Maintain great customer service Maintained local customer service center to 
assist locally with customer needs. 

4. Maintain and improve efficiencies Continued focus on technologies and industry 
best practices; supported energy efficiency 
study. 

5. Stabilize cash flow for capital investment Capital expenditure planning started at first of 
the year and all projects funded. 

6. Increase capital expenditures Mountain Water spent over $11.5 million over 
the first three years, and plans to spend an 
additional $4.5 million in 2015. 

7. Reduce leakage Supported innovative methods for main 
replacements and leak detection; supported 
continued main replacement program. 

8. Start a Mountain Advisory Committee with 
stakeholder representatives 

Mountain Advisory Committee was 
established; representatives include Tom Roy, 
Jeff Fee, Ron Hooper, James Grunke, and 
Jason Diehl. 

9. Provide better access to capital Park Water was able to issue $15 million of 
long-term debt in 2013 and another $15 million 
in 2014.  Park Water serves as a centralized 
borrower to provide debt funding to Park 
Water and its subsidiaries, including Mountain 
Water. 

10. Maintain and improve community relations Continued and increased contributions to non-
profits; encouraged and supported employee 
participation on community boards and 
committees; provided support for water wagon 
concepts, ground water academy, and Missoula 
Economic Partnership; continued customer 
education. 

11. Better insurance rates Switched to a nationally-recognized insurance 



Testimony of John Kappes 
Docket No. D2014.12.99 

March 12, 2015 
Page 6 of 9 

 
broker, obtaining more comprehensive 
services, lower brokerage fees, and savings on 
insurance premiums. 

12. Better pipe pricing Supported local buying of materials; current 
suppliers providing competitive prices. 

13. Maintain Mountain Water and separate 
Board 

Separation has been maintained. 

14. Increase visits to Missoula by Park Water 
Board and CEO 

Rotated every third Park Water Board meeting 
to Missoula; Mr. Schilling made and continues 
to make visits to Missoula to meet with 
community members. 

15. Continue to support Missoula development Supported Mountain Water’s effort to work 
with developments such as Twite/Maloney to 
work through water right issues.  1,500 new 
homes can now be added in those 
developments.  

16. Remain a good steward of Rattlesnake 
water resource 

Supported ongoing maintenance and work on 
dams; supported study to determine best future 
configuration of intake facility. 

17. Agreed to Commission’s jurisdictional 
approval if Mountain Water were to sell 
more than $1,000,000 in assets 

Mountain has not sold any assets.   

 1 

Q. DOES THIS LIST INCLUDE ALL OF THE COMMITMENTS CARLYLE 2 

INFRASTRUCTURE MADE IN D2011.1.8? 3 

A. No.  Carlyle Infrastructure also made certain commitments in a Letter Agreement with 4 

the City of Missoula and Clark Fork Coalition.  For example, Carlyle Infrastructure 5 

committed that Mountain Water’s Rattlesnake drainage infrastructure would continue to 6 

be beneficially used as a backup water supply for Missoula and not diverted elsewhere.  7 

To date, there has been no change in the use of Mountain Water’s Rattlesnake drainage 8 

infrastructure.  Mr. Robert Dove explains how Carlyle Infrastructure satisfied the other 9 

commitments from the Letter Agreement in his testimony. 10 

V. IMPACT OF THE PROPOSED MERGER ON MOUNTAIN WATER 11 
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Q. ARE YOU GENERALLY FAMILIAR WITH THE PROPOSED MERGER THAT 1 

IS BEFORE THE COMMISSION IN THIS PROCEEDING? 2 

A. Yes, I am. 3 

Q. WHAT IS YOUR UNDERSTANDING OF THE IMPACT OF THAT MERGER 4 

ON THE MANAGEMENT AND EMPLOYEES OF MOUNTAIN WATER? 5 

A. My understanding is that Missoula-based employees would continue to operate the water 6 

distribution utility as they have since Park Water acquired the utility from the Montana 7 

Power Company.  Our operations would continue to serve Missoula and our customers 8 

well.  Liberty Utilities Co. (“Liberty Utilities”) values Mountain Water’s current 9 

management and employees, as shown by Liberty Utilities’ commitment to maintaining 10 

all of Mountain Water’s local management and employees.  Liberty Utilities is 11 

committed to local service to the community, with a commitment to company values of 12 

community, family, care, commitment, efficiency, and quality.  I have committed to 13 

staying on as President, and Liberty Utilities will continue to support local decision 14 

making from my leadership team.  Liberty Utilities has done an excellent job in showing 15 

respect and trust to the Mountain Water employee group and an appreciation of the way 16 

we provide safe, reliable service to our community.  The Mountain Water employee 17 

group is very excited to be able to work for this long-term utility owner.  Liberty Utilities 18 

has shown through their interactions with the employee group that they are committed to 19 

their company values. 20 

Q. DO YOU BELIEVE THE PROPOSED MERGER WILL HAVE A 21 

DETRIMENTAL IMPACT ON MOUNTAIN WATER’S UTILITY ASSETS? 22 
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A.  No, I do not.  The proposed merger would only result in a change in the upstream 1 

ownership of Mountain Water, and does not involve a sale or transfer of any of Mountain 2 

Water’s utility assets.  The same assets that are serving Mountain Water’s customers 3 

today will be serving our customers after the merger.  If anything, I believe Liberty 4 

Utilities will invest in and improve Mountain Water’s assets for the benefit of our 5 

customers.  Liberty Utilities’ proactive approach to making sure the employee team will 6 

remain to continue to maintain and operate the water system is a critical component to a 7 

seamless transition.   8 

Q. DO YOU BELIEVE LIBERTY UTILITIES’ ACQUISITION OF PARK WATER 9 

WILL NEGATIVELY IMPACT MOUNTAIN WATER’S RATES? 10 

A. No, I do not.  Liberty Utilities indicated that it does not intend to seek an acquisition 11 

adjustment to Mountain Water’s existing rate base in future rate cases.1  To the extent 12 

Mountain Water seeks an increase in rates in the future, that increase will be directly tied 13 

to investments made for and services provided to Mountain Water customers.  And, 14 

because Mountain Water will still be privately owned, any rate increases must be vetted 15 

and approved by this Commission. 16 

Q. DO YOU BELIEVE LIBERTY UTILITIES HAS SUFFICIENT EXPERIENCE IN 17 

OPERATING PUBLIC UTILITIES?   18 

A. Yes, I do.  Liberty Utilities owns 27 regulated utilities, including water utilities, in a 19 

variety of territories, including Arizona, Arkansas, Texas, Missouri, Illinois, California, 20 

New Hampshire, Massachusetts, Iowa, and Georgia.  Through Liberty Utilities ownership 21 

                                                 
1 PSC-008, 009(a). 
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of these other utilities, I believe it has demonstrated an ability to provide customer-1 

focused, reliable, and high-quality regulated utility service.  I have no reason to believe 2 

the results will be any different if Liberty Utilities’ owns Park Water.  Their commitment 3 

to the local employees and the local approach to providing service shows that their 4 

experience will match up very well with ours. 5 

Q. DO YOU BELIEVE LIBERTY UTILITIES WILL BE A LONG-TERM OWNER 6 

OF PARK WATER? 7 

A. Yes, I do.  I understand Liberty Utilities has never sold a regulated utility it acquired.  8 

Again, I have no reason to believe that Liberty Utilities’ track record of long-term 9 

ownership will change if its acquisition of Park Water is approved.  Liberty Utilities has 10 

committed to long-term ownership with our employees and in community presentations 11 

made by its President, David Pasieka.  Additionally, Liberty Utilities committed to accept 12 

similar ring-fencing conditions on its ownership as were imposed in Docket No. 13 

D2011.1.18.  These conditions are explained further in the testimony of Mr. Pasieka. 14 

Q. ARE THERE ANY OTHER REASONS YOU BELIEVE LIBERTY UTILITIES 15 

WILL BE A GOOD LONG-TERM OWNER OF PARK WATER? 16 

A. Yes.  I believe it is important to recognize Liberty Utilities’ commitment to retain 17 

Mountain Water’s employees at their current salary and benefits, for the long-term.  This 18 

is a commitment to people who live and work in Montana, and one that provides support 19 

for the Missoula and Montana economies.   20 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 21 

A. Yes. 22 


