WASHINGTON UTILITIES AND TRANSPORTATION' COMMISSION STAFF AND
RAINIER VIEW JOINT RESPONSE TO DATA REQUEST

DATE PREPARED: June 25, 2012 WITNESS: Jim Ward; Doug Fisher
DOCKET: UW-110054 RESPONDER: Jim Ward; Doug Fisher
REQUESTER: Bench TELEPHONE: (360) 664-1250; (253) 537-6634

BENCH REQUEST NO. 4:

Paragraph 18 of the Settlement Agreement provides that the Company agrees to “...invest on
average at least 30 percent of the total infrastructure cost for projects involving use of GFC
funds to preserve the Company’s investment ratio for this source of customer contribution.”

a. Define the term “investment ratio” as used in the Settlement Agreement.

b. Explain the derivation of the 30 percent figure and provide all supporting
workpapers.

c. If the Company’s investment ratio for “this source of customer contribution” does

not reflect the Company’s total investment ratio for all sources of invested capital,
explain the purpose of the limited investment ratio.

d. If there are other sources of invested capital, provide a schedule showing:
1. Total equity investment, earnings, and additional investment for 2001 through
2011.

2. Total Company investment ratio from 2001 through 2011.

e. Provide current and target “investment ratio” for both the “this source of customer
contribution” and total Company.

RESPONSE NO. 4:

a. (Jim Ward): Investment ratio is a measure of how much a company has invested by
debt and/or equity in relation to its total assets. This investment allows the company
depreciation expense and an opportunity to earn a return on the investment.

b. (Jim Ward): Water companies historically would grow by contributions from
developers and cash payments for hookups by customers. Infrastructure received or
paid for by contributions were contribution-in-aid-of-construction (CIAC)
transactions and were taxable events for the federal government. Typically the tax
due was approximately 30 percent for the CIAC. Water companies would pay the
taxes incurred on these contributed infrastructure assets and the entire amount would
become the cost basis of the infrastructure, thus generating a 30 percent company
investment in infrastructure. This 30 percent amount allows for the company to have
both depreciation expense and return on investment. This non-cash expense and
return allows the company additional cash for financial flexibility. Staff considers a
target ratio of 30 percent to be attainable and has used this amount as a goal for water
companies. There are no supporting work papers, and Staff is not aware of any
Commission decisions regarding this calculation.
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c. (Jim Ward): The Company has historically made a 30 percent investment for GFC

and agreed to continue that practice in this docket. The purpose of the 30 percent
investment ratio is to ensure that the Company maintains a minimum amount of
investment.

d.1.  (Doug Fisher): See Attachment 4.d.-1-2,
d.2.  (Doug Fisher): See Attachment 4.d.-1-2.

e. (Jim Ward): Currently the Company has less than 30 percent investment ratio as
shown in the response to Bench Request 4.d. To help the Company improve its
overall investment ratio, Staff and the Company have agreed that, related to this
source of funds (the GFC), the Company’s investment should be at least 30 percent
of the total infrastructure cost. The current investment ratio is discussed in the
calculation in Staff’s response to Bench Request 1.a and demonstrated in the related
attachments. The target for the overall Company investment ratio remains 30 percent
or greater.



Attachment 4.d.1.-2



Docket UW-110054

Attachment 4.d.1.-2
Page 1 of 1

%18°9¢ %lLLT %6092 %SLYe %bs1Z %¥} VT %0152 %00°L2 %EL'ET %01°1Z %8 02
SE€T'850°S Y6610V TEV'STOY 80§'IST'Y TLL96L'E ¥65°L62'S LLTYEO'L £0S'TSY'S «mm‘vow.w £26'6€6°L 9vLZST'S
(r9g'018's) , (egz'ost’s)  |(ggg'ove’s)  |(oBL'ozv's)  |(zis'ss0's)  |(6l6iee’tl)  |(ees'sie’yl) |(6e0'200'9L) |(BeS'vev'el) [(ezo'ees'or) |(ece'ti0°12)
(870'p£8°2) (2s0'LL2°E) (TT¥'99L°€) {S90'v61"Y) (yL1's€L'Y) (oLz'6T€'S) (s29'v10'9) {Lz5'6€8'9) (188°544°L) (€69028'8) (€2L'168'6)
LI6THL'ET SLTLLYYT  $ | 669'THY'ST  § | €9€'TLLi9T LSY'OE9'LT  § | eBLBre' e § | ThL'89E LT | 690'862°TE | 0TLWiv'se § | esv'ezeze | zeL'sTreE §
100z 2002 £00Z ¥00Z 5002 9002 2002 8002 6002 0102 1102

OLLVY 13SSV/V1idVYD

*s1eoh 9SOy} Uf Juawisaau] £3inba aAlzeBau 03 Pa| 0107 PUE §00Z Ul SANUSAAL Ul SISEAIIDP |epuUe)ISqnsS
UOISI99p Jey} SJo0laL Z0OZ U Judunsnipe syl "OVID SBM JI PjoY UOISSILILLOCY aY) ‘JSAOMOH "anuUdAdY SNOJUR[RISII Se PaAladal )i Asuow ayj payissed Auedwo) ayl

s1adojaaap o) 991A19s B sk abieys aalag 03 Apeay e sjoesjuo) iadojaaag s) ul papnjouj pey Aueduto) au} ‘ased ajel LpOZ 9y} 03 10Ld :9JON

€96'9€T {£gv'985) TEE'9SL 12€'996 08€E'88€ ¥£8°980°C L¥7'T€0T 0T08YL'T {z9g'zT) (soL'sv} TIE'09¢

000 000 000 000 000 000 000 000 000 000 000

6€9'8YT LSBTLY ov8'LyL SPTErR LITEVL 150°9885 ¥95'v6C ¥6L'0EE 0S0'YET £96'8T 68Y°Ly

(929'T1) $ |(v6z'8€0'T) 168 9L0'sTT {LeL'vse) ¢ | €28'00s'T  § ] €89'9eL'T  §|9TTLIY'T  § [(2T6'9%T) $ |{899'v97) s | ez8'TIT $
1002 200Z £00Z 002 $002 9002 2002 8002 6002 0102 1102

IVNOILIAAV ANV SONIN¥VE "LNIWLSIANI ALINDT TV1OL

/TP b LIaIHX3

ey 1255 03 |exded TP UqIa

OILYY 135SV/1v11dVYD
aviol

NOIIDNYLSNOD
30 QIV NESNOULNEIMLINOD SS3T

NOLLYIDIYd3A JILVINNNIDY 5531

ANVId ALTHEN TVLIOL

V101

IvNoiLiaay
SONINYVI

ANIWLSIANE ALINDT TVLOL

TTOZ NIY3 TO0T Bujpu3 steaq
oney jassy/jexde)
IU0D) 181EA MBIA Jeluey



