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ARVID M. HILLER

V.P. & General Manager

May 12, 2011

Ms, Kate Whitney

Montana Public Service Commission
1701 Prospect Avenue

Helena, Montana 59620

RE: Responses to City of Missoula Data Requests 1-21 From D2011.1.8
Dear Kate:

Enclosed please find Mountain Water’s responses to data requests 1-21 from the City of Missoula.

An additional copy of all materials has been provided to the City of Missoula, the Montana Consumer
Counsel, the Clark Fork Coalition, and representatives of the Carlyle Group.

MOUNTAIN WATER COMPANY

Sara S. Streeter
Manager of Financial Services

Cc:  Mr. John Alke, Esquire
Hughes, Kellner, Sullivan and Alke
40 W. Lawrence Suite A
P OBox 1166
Helena, Montana 59634-1166

Jim Nugent

Missoula City Attorney’s Office
435 Ryman Street

Missoula, MT 59802

Barbara Hall, Legal Director
Clark Fork Coalition

140 S. 4" Street West, Unit 1
PO Box 7593

Missoula, MT 59801



Mr. Robert Nelson

Montana Consumer Counsel
111 N. Last Chance Gulch
Helena, MT 59601

Thorvald A Nelson

Holland & Hart Llp

6380 South Fiddlers Green Cir Suite 500
Greenwood Village, CO 80111

William Mercer

Holland & Hart LLP

P O Box 639

Billings, MT 59103-0639

Bryan D Lin

The Carlyle Group

520 Madison Ave 41 Floor
New York, NY 10022

Jim Larocque

The Carlyle Group
520 Madison Avenue
New York, NY 10022
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City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please provide specific detail supporting written or email communications and other
documents in the possession of Western Water Holdings, LLC (Western Water)
controlled by Carlyle Infrastructure Partners Western Water, L.P. as to the basis that
pursuant to their proposed merger Park Water Company (Park). Mountain Water
Company (Mountain) states in its January 24, 2011 Application submitted herein to
the Montana department of Public Regulation before the Montana Public Service
Commission in paragraph 22, top of page 8, that; “Additionally, access to the
resources of Carlyle should maintain Park’s access to the capital markets to meet its
periodic needs for outside sources of funds.”

Mountain Water does not have or control the documents in the possession of
Western Water Holdings LLC, or Carlyle Infrastructure Partners Western Water LP.



City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

What assurances did Park and/or Mountain receive from Carlyle that it will maintain
the Missoula’s water-system infrastructure at least at its current level?

The representations made by Carlyle to Park are contained in the signed Merger
Agreement which was submitted as part of the Application in this docket. Carlyle
made no representations to Mountain as part of its purchase agreement, as
Mountain is not the entity being sold.

To understand Carlyle’s intentions and plans regarding Mountain Water, please
refer to the Testimony of Robert Dove filed in this proceeding on behalf of Carlyle.



City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please identify in what ways Carlyle will likely “enhance Park’s access to the capital
markets to meet its periodic needs for outside sources of funds.”

Mountain has historically relied upon internal cash flows to fund its investment in
plant and equipment, supplemented by occasional borrowings through Park. As
closely held family owned companies, neither Mountain nor Park currently have
meaningful access to new equity capital. As a large multi-billion dollar investment
fund, Carlyle can provide meaningful access to new equity capital.



City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

If Mountain is a closely held corporation whose entire stock is owned by Park, please
generally identify and specify how frequently Park obtains information pertaining to
Mountain’s operations in Missoula. Further, please describe how Park participates in
planning and management of Mountain’s operations.

Mountain is a closely held corporation whose stock is owned by Park. Park not only
owns all of the stock of Mountain, it provides administrative and general services to
Mountain under a contract service agreement. Accordingly, there is a constant flow
of information between the two companies.



City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please explain how “THE SALE OF PARK STOCK TO CARLYLE HAS NO IMPACT ON THE
OPERATIONS OF MOUNTAIN IN THE STATE OF MONTANA,” as stated in several places
in the application, is accurate when, elsewhere in the document, Carlyle’s access to
capital is cited as a clear advantage to system operations.

The referenced statements are accurate. The question improperly equates the
access to additional equity capital which can be provided by Carlyle to the operation
of Mountain in the State of Montana.



City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

When, and pursuant to what terms and price, did Park sell Mountain’s Superior,
Montana public supply operations to the town of Superior?

Mountain sold the water system assets on October 26, 2000 for $1,219,876, with the
total price paid at closing.



City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please admit that Mountain as well as Park knew of the City of Missoula’s continuing
interest in acquiring Mountain’s Missoula operation.

Mountain and Park have been aware of the City’s interest in acquiring Mountain
ever since the City’s unsuccessful effort to acquire Mountain through condemnation.



City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please acknowledge that the copy of Mountain Water company’s August 14, 1997
letter signed by Mr. Arvid M. Hiller, Vice President and General Manager, and H.H.
Wheeler, President of Mountain Water Company, addressed to City of Missoula
Mayor Mike Kadas demonstrates that both Mountain and Park knew of the City of
Missoula’s continuing interest in acquiring Mountain’s Missoula operations. (See
Exhibit A.)

Mountain acknowledges that the August 14, 1997, letter from Mr. Hiller to then
Mayor Kadas indicates both Mountain’s and Park’s knowledge of the City’s interest
in acquiring the Mountain Water Company.



City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please explain in specific detail why Park did not provide the City of Missoula with any
opportunity to purchase Mountain’s Missoula operations during 2010 or 2011 while
discussing a sale to Carlyle.

The City is only interested in acquiring Mountain. The Wheeler family was not
interested in selling piecemeal the separate subsidiaries of Park. Carlyle
approached the Wheelers with a proposal to purchase Park in its entirety.



10.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please describe in detail any existing problems and/or issues with Mountain’s
infrastructure for its Missoula operations.

Mountain does not believe there are any “existing problems and/or issues with
Mountain’s infrastructure”. Although there are sections of old water main which
leak, the installation of which long predated Mountain’s acquisition of the water
system, the wholesale replacement of those mains does not make economic sense,
and would impose unwarranted financial burdens on Mountain’s ratepayers.
Management's current plan for gradually replacing such mains over time is the
correct solution for Mountain and its customers.



11.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please provide any documentation between Carlyle and Park or Mountain that show
that Carlyle has committed to continue Mountain’s short- and long-term capital
infrastructure improvement plans.

See Response to City Data Request No. 2.



12.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please provide any documentation between Carlyle and Park or Mountain as to
whether Carlyle will expand the existing Mountain public water system to serve new
residential and commercial development in Missoula.

See Response to City Data Request No. 2.

Also, the expansion of Mountain’s system to accommodate new residential and
commercial growth in Missoula and the surrounding area is governed by tariff.
Those tariffs specify and control the terms and conditions governing main
extensions regardless of who owns the stock of either Park or Mountain.



13.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

What does Mountain intend to do under new ownership with regard to residential
and commercial metering.

Mountain does not intend to change its current policies regarding metering. All new
customers will be metered, and existing flat rate customers will be moved to
metered service at their request.



14.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please compare Mountain’s Missoula public water system water treatment
requirements to other major public water systems in Billings, Bozeman, Butte, Great
Falls, Helena and Kalispell.

Mountain Water does not possess or control the information which would be
required to perform such a comparison.



15.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Please compare Mountain’s Missoula residential and commercial water rates to rates
in Billings, Bozeman, Butte, Great Falls, Helena and Kalispell.

Mountain Water does not possess or control the information which would be
required to perform such a comparison.

Additionally, it is almost impossible to meaningfully compare the rates of a
Commission regulated water utility with a municipally owned water utility. A
Commission regulated water utility cannot levy any charge directly or indirectly
related to water service without first receiving Commission authority for the charge.
As a general rule, the Commission favors simple rate structures which rely upon a
customer charge or meter charge, together with a commodity rate, which then must
recover all of the costs associated with providing water service. In sharp contrast,
many if not most municipalities can rely upon other sources of funds to support
their water utilities, including development charges, hook-up fees, bonded
indebtedness, and tax levies.



16.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Is there any documentation and/or communication between Carlyle and Park or
Mountain pertaining to water treatment requirements for Mountain’s public water
system in Missoula? If there is, please provide a copy of any and all communications
and documentation.

No.



17.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Is there any documentation and/or communication between Carlyle and Park or
Mountain pertaining to water rates for Mountain’s Missoula public water system
and/or Montana’s other major municipalities in Billings, Bozeman, Butte, Great Falls,
Helena and Kalispell?

No.



18.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Is Carlyle interested in and committed to continuing working cooperatively with the
City of Missoula on issues including, but not limited to, water-system expansion in the
urban Missoula area, fire hydrants, street department trucks access to water for
washing and sweeping utility infrastructure improvements, utility repair, and
improvement projects in advance of some street improvement projects?

Mountain cannot answer for Carlyle. To understand Carlyle’s intentions and plans
regarding Mountain Water, please refer to the Testimony of Robert Dove filed in this
proceeding on behalf of Carlyle.



19.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Is there any documentation and/or communications between Carlyle and Park or
Mountain concerning cooperative working relationships with the City of Missoula? If
there is, please provide a copy of any and all communications and documentation.

No.



20.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

Who are Mountain’s Five (5) most water-consumptive customers with respect to
Mountain’s Missoula public water system? Please identify each entity in ranking
order of consumption.

The figures below are for the year 2010.

(A)

Customer Name Consumption (CCF's)

University of Montana 420,901
Community Hospital Campus 60,771
St. Patrick Hospital 56,860
City of Missoula 54,274
Missoula Public Schools 33,440

(A) Consumption figures represent multiple geographic
locations but are paid by a single entity



21.

City of Missoula: Data and Information Requests to Mountain Water Company
Docket No. D2011.1.8

If and when Carlyle elects to sell Mountain, will Carlyle provide the City of Missoula
and opportunity to make an offer to purchase the Missoula system?

Mountain cannot answer for Carlyle. To understand Carlyle’s intentions and plans
regarding Mountain Water, please refer to the Testimony of Robert Dove filed in this
proceeding on behalf of Carlyle.



