DEPARTMENT OF PUBLIC SERVICE REGULATION
BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MONTANA

IN THE MATTER OF the Consolidated
Petition by Mountain Water Company for
Declaratory Rulings and Application for
Approval of Sale and Transfer of Stock in
Park Water Company

REGULATORY DIVISION

DOCKET NO. D2011.1.8

R e e

CLARK FORK COALITION
DATA REQUESTS
TO
CARLYLE INFRASTRUCTURE PARTNERS, LP

CFC-001 RE: Merger Agreement

For the Agreement and Plan of Merger executed on December 21, 2010 by Western Water
Holdings, LLC (“Western Water Holdings™), PWC Merger Sub, Inc., Park Water Company
(“Park™), Henry H. Wheeler, Jr. (“Wheeler”) and Park shareholders (the “Merger Agreement”),
please provide the following information:

a. All exhibits to the Merger Agreement, including but not limited to the following:
i. Exhibit A. Guarantee by Carlyle Infrastructure Partners, L.P. (“Carlyle
Infrastructure’) in favor of Park.
ii. Exhibit F-1. Persons who will be offered employment agreements.

iil. Exhibit F-2. Form of employment agreement.
1v. Exhibit F-3. Wheeler employment agreements.
V. Exhibit F-4. Consulting agreement with Wheeler.

b. All disclosure schedules to the Merger A greement.

CFC-002 RE: Carlyle Infrastructure corporate information
For Carlyle Infrastructure, please provide the following documents:
a. Carlyle Infrastructure Private Placement Memorandum and any related supplements.

b. Carlyle Infrastructure Main Fund Composite Limited Partnership Agreement.
¢ Carlyle Infrastructure most recent audited financial statements.



d. Any other document describing the investment goals and strategies of Carlyle
Infrastructure.

CFC-003 RE: CIP Western Water corporate information

For Carlyle Infrastructure Partners Western Water, LP (“CIP Western Water”), please provide
the following documents:

a. CIP Western Water Limited Partnership Agreement

b. CIP Western Water Private Placement Memorandum and any related supplements

€. CIP Western Water most recent audited financial statements.

d. Any other document describing the investment goals and strategies of CIP Western
Water.

CFC-004 RE: Investment goals and strategies of Carlyle Infrastructure and CIP
Western Water

Witness: Dove

a. What do the respective private placement memoranda and limited partnership agreements
for Carlyle Infrastructure and CIP Western Water say about investment goals and
strategies for the investments managed by each entity?

b. What do the respective private placement memoranda and limited partnership agreements

for Carlyle Infrastructure and CIP Western Water say about predicted buy point, sell
point and cash flow of investments?

CFC—-005 RE: Corporate life of Carlyle Infrastructure, CIP Western Water and Western
Water Holdings

a. Please disclose and explain whether any of Carlyle Infrastructure, CIP Western Water,
and Western Water Holdings is a limited life entity.
& If so, please disclose and explain the plan of disposition of any assets held by any of the

three entities at the time of expiration of the entity, including how the disposition of Park
and its subsidiary, Mountain Water Company (“Mountain Water”) would be
accomplished if the Merger is completed.

CFC-006 RE: Regulatory compliance
Witness: Dove
a. Please disclose any violation or notice of violation of federal, state, or local law or

regulation and any judgments related to Carlyle Infrastructure’s or any of its subsidiaries’
portfolio companies since its inception.

b. To the extent Carlyle Infrastructure’s or any of its subsidiaries’ portfolios include other
state or federally-regulated utilities, please disclose and explain whether there have been



C.

any violations or notices of violations or whether there are pending proceedings related to
violations of applicable state or federal laws or regulations.

To the extent not covered in sections requests (a) and (b) above, please disclose and
explain whether there have been any violations, notices of violations, or judgments
against Carlyle Infrastructure or any of its subsidiaries related to environmental matters.

CFC-007 RE: Carlyle Infrastructure Management Experience

a.

b.

C.

Witness: Dove

Please explain the background and experience of each of the members of the Carlyle
Infrastructure, CIP Western Water, and Western Water Holdings management teams,
specifically related to managing, owning, and/or operating a regulated water utility.

Please disclose and explain Mr. Dove’s background and experience with the Bechtel
Group referenced in his testimony filed on May 6, 2011 at p.2, lines 3-4, leading “a team
of professional [sic] making investments in infrastructure projects that were built by
Bechtel,” including but not limited to any involvement Mr. Dove had in managing or
overseeing or working in any way on investments in water utilities either through Bechtel
or any subsidiaries or affiliated entities of Bechtel.

Please disclose and explain whether any past or current infrastructure projects managed
by Mr. Dove either in his position with Carlyle Infrastructures or its subsidiaries, Bechtel,
or related positions have been subject to any federal, state, or local law or regulation.

CFC-008 RE: Long-term plans of Carlyle Infrastructure for ownership of Park

and Mountain Water
Witness: Dove

Please explain more specifically Carlyle Infrastructure’s intention to “become a long-term
contributing member of the Missoula community” as stated on p. 4, line 9 of Mr. Dove’s
Testimony, including but not limited to the following information:

What is the length of time that each of Carlyle Infrastructure and CIP Western Water
typically holds an investment?

What do the private placement memoranda or any other document provided to investors
of each of Carlyle Infrastructure and CIP Western Water say about the length of time that
investments will be held?

What do the private placement memoranda or any other document provided to investors
of both Carlyle Infrastructure and CIP Western Water say about an exit strategy or
potential acquisition targets for asset disposition?

Would Carlyle Infrastructure consider entering into a binding agreement with the City of
Missoula to transfer Mountain Water to the City once Carlyle Infrastructure and CIP
Western Water have achieved their investment objectives?



CFC - 009 RE: Communication with Missoula stakeholders
Witness: Dove

Please specifically explain how Carlyle Infrastructure intends to communicate with and engage
stakeholders in the Missoula community as stated in Mr. Dove’s testimony.

CFC-010 RE: EcoValuScreen
Witness: Dove

At page 17 of The Carlyle Group Corporate Citizenship 2010 Progress Report, there is a
discussion about “EcoValuScreen.” It states that Carlyle has started discussions with Park
Water’s management to “apply EcoValuScreen to assess the company’s water supply
management and energy usage, and to identify potential operational enhancements to help the
company further its environmental management and conservation initiatives.”

a Please describe in detail the EcoValuScreen process.

b. Please describe the specific enhancements to be made as a result of EcoValuScreen to
Mountain Water infrastructure and/or operation.

€. How much of the cost of the EcoValuScreen analysis is intended to be recovered through
Mountain Water consumers?

d. How specifically will Carlyle Infrastructure engage stakeholders to inform the
EcoValuScreen process?

€. Who is expected to pay for the operational enhancements identified by the

EcoValuScreen process and implemented by Park?

CFC-011 RE: Costs of merger
Witness: Dove
a. What specific costs of operating Park and/or Mountain Water are expected to increase as

a result of the proposed merger?
b. Who will pay for the costs of the merger?
To what extent are ratepayers expected to pay any costs related to the merger?
What measures and safeguards are in place to prevent any merger related costs to be
passed on to ratepayers?

P o

CFC-012 RE: Operating and management costs of Park, Carlyle Infrastructure,
CIP Western Water, and Western Water Holdings
Witness: Dove

a. Please identify what specific measures and safeguards are in place to prevent future
operating and management costs of Carlyle Infrastructure, CIP Western Water and
Western Water Holdings from being passed on to rate payers of Mountain Water and/or
Park?

b. Please provide a summary showing expected salary savings resulting from Wheeler’s
departure as a regular employee and his new relationship under the proposed consulting
agreement and how rate payers will benefit from those savings.



C: What percentage and dollar amount of Wheeler’s current salary and proposed salary as a
consultant are paid by Mountain Water consumers?

d. What is the percentage and dollar amount paid by Mountain Water rate payers for Park’s
California operations?
e How will the figures in section (d) above change under Carlyle Infrastructure’s
ownership?
CFC-013 RE: Due diligence report or analysis
Witness: Dove

Please provide a copy of the due diligence analysis or report or other similar document which
provides the due diligence and analysis conducted by Carlyle Infrastructure or any of its
subsidiaries corroborating the decision to purchase Park.

CFC-014 RE: Timing and effect of Carlyle Group initial public offerir{g
Witness: Dove
a. Please provide a summary of what the managing directors of the Carlyle Group have said

publicly about their intention to offer ownership shares to the public through an initial
public offering (“IPO”).

b. Please disclose and explain when an IPO is anticipated to occur.

e. Please disclose and explain the potential risks and/or benefits to Mountain Water rate
payers associated with a public offering by the Carlyle Group.

d. Please disclose and explain what precautions and safeguards are in place to ensure
Mountain Water rate payers will not be negatively impacted by any consequences
associated with a successful or unsuccessful public offering by the Carlyle Group.

e. Please explain how management, operation and costs of Carlyle Infrastructure, CIP
Western Water, and Western Water Holdings would change as a result of a successful or
unsuccessful public offering by the Carlyle Group, including whether the length of time
an investment could be held will be affected.

CFC-015 RE: Investors
Witness: Dove

Please disclose all institutional and individual investors in each of Carlyle Infrastructure, CIP
Western Water, and Western Water Holdings.

CFC-016 RE: Mountain Water’s water rights
Witness: Dove



a. Please provide copies of any documents or summaries in the possession of Carlyle
Infrastructure or any of its subsidiaries regarding the water rights held by Mountain

Water.

b. Please provide copies of any valuations or appraisals that have been conducted with
respect to Mountain Water’s water rights.

& Please provide copies of any documents that explain the extent of Mountain Water’s

water rights, including the percentage currently used and the percentage currently not
being put to use.

d. Please provide copies of any information provided to Carlyle Infrastructure or its
subsidiaries regarding pending litigation in Montana state court between Mountain Water
and the Montana Department of Natural Resources and Conservation (MT DNRC).

€. Please provide copies of any information provided to Carlyle Infrastructures or its
subsidiaries regarding the number of water right applications prepared and filed by
Mountain Water or its representatives with the MT DNRC that were subsequently either
withdrawn by Mountain Water or terminated by MT DNRC.

CFC-017 RE: Mountain Water’s Rattlesnake Creek water rights
Witness: Dove

Please explain Carlyle Infrastructure’s intentions with regard to utilizing Mountain Water’s
Rattlesnake Creek surface water rights.

CFC -018 RE: Future Mountain Water customers
Witness: Dove

Please provide any documentation, communication, and/or solicitation in the possession of
Carlyle Infrastructure or any of its subsidiaries regarding the provision of water service by
Mountain Water to any new commercial or industrial user, not currently served by the Mountain
Water system, including bottling companies.

CFC-019 RE: Park valuation
Witness: Dove

Please provide copies of a valuation, appraisal, and any other document that was used to
determine the purchase price offered to Park by Carlyle Infrastructure or any of its subsidiaries.

CFC-020 RE: Mountain Water infrastructure
Witness: Dove

Assuming the potential transaction is approved, please provide a schedule detailing the
infrastructure improvements to address Mountain Water’s leakage rate for each of the first five
years of Carlyle Infrastructure’s control of Mountain Water along with the associated rate
increases that would need to be approved by the MT Public Service Commission (“MT PSC”).

CFC-021 RE: Mountain Water metering
Witness: Dove



a. Assuming the potential transaction is approved, please provide a plan for metering a
larger percentage of Mountain Water rate payers, including a schedule for each of the
first five years of Carlyle Infrastructure’s control of Mountain Water.

b. In Mountain Water’s May 12, 2011 responses to the City of Missoula’s data requests, no.
13, Mountain Water indicates that it “‘does not intend to change its current policies
regarding metering” under new ownership. In Mr. Dove’s testimony at p. 7, Mr, Dove
outlines Carlyle Infrastructure’s intention to “examine whether there are reasonable and
cost effective ways to accelerate the migration of existing flat rate customers to metered
service.” Please explain the discrepancy.

CFC-022 RE: Access to capital
Witness: Dove
a. Please explain with specificity how the proposed transaction “will enhance the financial

strength of Park Water” and how Carlyle Infrastructure’s ownership will provide Park
and Mountain Water with “potential access to capital.”

b. Please explain with specificity how the change in ownership of Park to a subsidiary of
Carlyle Infrastructure will result in greater access to capital by Mountain Water.

€. Please explain with specificity how Mountain Water’s access to capital will change as a
result of the proposed transaction.

d. Please explain any associated benefits and risks to Mountain Water rate payers resulting

from a change in access to capital through Carlyle Infrastructure.

CFC-023 RE: Non-water system assets of Mountain Water
Witness: Dove

Please identify and provide relevant documentation regarding the non-water system assets
currently owned by Mountain Water, including but not limited to real property, that Carlyle
Infrastructure or a subsidiary thereof has assessed for potential to sell-off and/or develop during
its ownership of Mountain Water or at such time as Carlyle Infrastructure divests itself of Park
and/or Mountain Water.

CFC - 024 RE: The City of Missoula’s interest in acquiring Mountain
Water
Witness: Dove
a. Please explain Mr. Dove’s and Carlyle Infrastructure’s understanding of the City of
Missoula’s desire to acquire Mountain Water.
b. Please explain whether and disclose to what extent Carlyle Infrastructure would, in a

stipulated settlement agreement in this proceeding, agree to give the City a right of first
refusal to acquire Mountain Water within a specified price range, for Mountain Water in
the event Carlyle Infrastructure divests itself of Park and/or Mountain Water.

CGEC—025 RE: Mountain Water rates
Witness: Dove



a. Please explain and provide documentation as to whether Carlyle Infrastructure or its
subsidiaries has assessed whether the current Mountain Water rates provide sufficient
return for investors.

b. Assuming the potential transaction is approved, please provide a proposed schedule of
anticipated future Mountain Water rate increases for the next 10 years.

2. Please indicate whether Carlyle Infrastructure would stipulate to a rate cap for the life of
its holding of Park and Mountain Water.

CFC - 026 RE: Carlyle Infrastructure’s commitment to transparency

Witness: Dove

a. Please explain and disclose Carlyle Infrastructure’s position with regard to the disclosure
of executive salaries of Mountain Water employees.

b. Please explain whether Mountain Water, under Carlyle Infrastructure’s ownership, would
continue to pursue its litigation against the MT PSC, currently pending in Montana state
court challenging the PSC’s executive salary disclosure rule.

CFC - 027 RE: Carlyle Infrastructure’s other contemplated investments in

water utilities or water infrastructure
Witness: Dove

Please indicate and provide documentation on any additional water infrastructure investments
where Carlyle Infrastructure is under contract to acquire or provide services or is in negotiations,
including any additional investments in Montana water utilities or infrastructure.



CERTIFICATE OF SERVICE

I hereby certify that on this, the 19th day of May, 2011, the forgoing CLARK FORK COALITION DATA
REQUESTS TO CARLYLE INFRASTRUCTURE PARTNERS, LP was served via U.S. mail and electronic mail

on:

Arvid Hiller

Mountain Water Company
1345 W Broadway

PO Box 4826

Missoula, MT 59806-4826
(U.S. mail only)

John Alke

Hughes, Kellner, Sullivan & Alke
40 W. Lawrence, Suite A

P.O. Box 1166

Helena, MT 59624-1166
jalke@hksalaw.com

Jim Nugent

Missoula City Attorney’s Office
435 Ryman Street

Missoula, MT 59802
INugent(@ci.missoula.mt.us

Thorvald A. Nelson

Holland & Hart LLP

6380 South Fiddlers Green Circle, Suite 500
Greenwood Village, CO 80111
tnelson@hollandhart.com

Electronic service only:
ramoody@hollandhart.com
jkraske@mt.gov

Kate Whitney
Public Service Commission
1701 Prospect Avenue

P. O.Box 202601

Helena, MT 59620-2601
(e-filed plus original)

By:

Robert A Nelson

Mary Wright

Montana Consumer Counsel

111 North Last Chance Gulch, Suite 1B
PO Box 201703

Helena, MT 59620-1703
rnelson@mt.gov

mwright@mt.gov

Bryan D. Lin

The Carlyle Group

520 Madison Avenue, 41st Floor
New York, NY 10022
bryan.lin@carlyle.com

Jim Larocque, CFA

The Carlyle Group

520 Madison Ave

New York, NY 10022
jim.larocque@carlyle.com

William Mercer

Holland & Hart LLP

401 North 31st Street, Suite 1500
P. O. Box 639

Billings, Montana 59103-0639
wwmercer@hollandhart.com



