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February 13, 2013

Roats Water System Inc.
61147 Hamilton Ln.
Bend, OR 97702

Vikie Bailey-Goggins

Oregon Public Utility Commission
PO Box 2148

Salem, OR 97308

RE: Supplemental letter to UI 326 Affiliated Interest Application
Dear Ms. Baily-Goggins:

This letter is being filed supplemental to Roats Water System Inc’s (Roats or Company)
affiliated interest-application, which is decketed-by-the Public Utility Commission-as-UL
326.

According to OAR 860-036-0739(4)(e), affiliated interest expenses should be at the
lower of cost or market. Roats, in conjunction with its filed application, hereby requests
a waiver of said rule for this specific affiliated interest application. Because the property
has been owned for many years, its accounting cost is significantly lower than its market
value. The owner of the property has not charged the Company rent in the past;
therefore, the Company’s revenue requirement has been less than it otherwise would have
been. This means customers pay less for water service.

However, at this time, the owner of the property has the ability to sell or rent the property
for greater than the cost of the property. The Company would likely have difficulty
finding another suitable property in a desirable location at a reasonable cost on which to
operate its business. Should the owner decide to sell or rent it to another entity,
customers of the Company would likely end up paying more in expenses (rental and
relocation) than the amount being requested in this application for rental expense.
Therefore, granting this waiver is in the public interest, as customers would likely pay
more if this waiver were not granted. Further details of the reasons for the request are
also already generally set forth in the application.

Signed,

W R

W. K. Roats, President
Roats Water System Inc.




