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The City’s wastewater cost of service includes capital attributed to the following

reclaimed water system components:®

Asset Description Net Asset Value
Included in
Wastewater
Rate
Calculations
South Austin Regional WWTP Reclaimed Water Pump $ 7,867,191
Station

The debt service included in rates for these assets is $1,780,346 for the water system.
The cash capital outlay included in rates for these assets is $802,919 for the water
system, and the depreciation expense included in rates is $746,327 for the water
systen, The impact on wastewater debt service, cash capital outlays, and

depreciation has not been quantified here.

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
AWU provides three primary services—water, wastewater, and reclaimed (aka

reuse) water, The City weinismsssmburdens the water and wastewater utilities with
costs in order to subsidize the reclaimed water utility.

DOES THE CITY PROVIDE ANY RATIONALE FOR INCLUDING COSTS
RELATED TO THE RECLAIMED WATER SYSTEM IN WATER AND
WASTEWATER RATES?

Yes., In Mr. Anders’ direct testimony7, he states that, “The reclaimed water system is

funded in part from transfers from the water and wastewater utility funds.”

% See Jay Joyce Testimony Work Papers, Exhibit J1J-5, Generated by Mu. Joyce From City’s Response to RFP

3-94

? See Jay Joyce Testimony Work Papers, Exhibit 1J1-5, Anders Direct, p. 15, tines 5-6
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Q. MR. ANDERS ALSO CLAIMS THAT, “THE RECLAIMED WATER
REVENUES BENEFIT ALL CUSTOMERS AND REDUCE THE NEED FOR
WATER AND WASTEWATER SERVICE REVENUE.”® DO YOU AGREED
WITH HIS STATEMENT?

A, No, while it may have been true in 2008 when the Red Oak Rate Study was
conducted, it was not true in 2013 or today. Specifically, in the 2008 Study all
wastewater customers shared in $7,364 of reclaimed water revenues®, and on water
Table B-7, all water customers shared in $348,092 in reclaimed water revenues'®,
However, in the FY 2013 Cost of Service Study $0 in reclaimed water revenues is

allocated to any wastewater customers'! and $0 to any water customers 2,

Q. WHAT TYPES OF RECLAIMED WATER SYSTEM COSTS ARE
INCLUDED IN THE PETITIONERS’ WATER AND WASTEWATER
RATES?

A. Allocated costs include the following:

L. Direct transfer to the reclaimed utility fund
2. “Other Costs”
3. Capital Costs

Q. WHAT BENEFITS DO PETITIONERS RECEIVE FROM THE RECLAIMED
WATER SYSTEM?
A. None.

Q. WHAT IS THE PURPOSE OF YOUR ADJUSTMENT RELATED TO THE
RECLATMED WATER SYSTEM?

A, To remove these costs.,

¥ See Jay Joyce Testimony Work Papers, Exhibit J1J-5, Anders Direct, p. L5, lines 6-7

® See Jay Joyce Testimony Work Papers, Exhibit 1JJ-5, Meszares Direct, Exhibit 17, Wastewater Table C-7
1 See Jay Joyce Testimony Work Papers, Exhibit JJ1-5, Meszaros Dircet, Exhibit 17, Water Table B-7

1 See Jay Joyce Testimony Work Papers, Exhibit JJ1-5, Meszaros Direct, Exhibit 21, Table 62

12 See Jay Joyce Testimony Work Papers, Exhibit J1J-5, Meszaros Direct, Exhibit 19, Table 111
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Q. DOLS THE CITY PROVIDE EVIDENCE THAT THE RECLAIMED WATER
SYSTEM DOES NOT COVER ITS COSTS?

A. Yes. AWU provided data in response to a Councilmember’s question regarding the
cost of the reclaimed water system: *“Austin water has estimated the total annual

costs and revenue of the reclaimed water system shown below:

Total Reclaimed Water System Costs (FY 12) $7.3 million
Less: Projected Reclaimed Water Revenue $0.9 million
Net Reclaimed Water System Costs $6.4 million.”

C. Transfer to the Reclaimed Utility Fund

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

Q.

A. This adjustment eliminates the transfers to the reclaimed utility fund, The total is
$1,920,000, which is $960,000 each for the water system and wastewater system”’,
comprised of $480,000 in O&M and $480,000 in capital costs for each system.

Q. WHAT IS THE BASIS FOR THIS ADJUSTMENT?

A. This adjustment is necessary to remove costs related to assets and activities that are

not necessary to provide service to wholesale customers.

Q. PLEASE EXPLAIN.

A. The basis is discussed in the previous section.

D. "Green Choice" (Wind Power) Electricity

°

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
A. According to the testimony of Mr. Anders, the switch by AWU to “Green Choice”
(wind power) electricity resulted in an wmsesesswapincrease of $4 million in the

13 See Jay Joyce Testimony Work Papers, Exhibit 3JJ-5, 2011-2012 Financial Forecast Response to Request for
Information No. 12:

ttp://www.cl austin.tx.us/budget/cbg/index.cfm2action=

ushliile&popup=true&FILE 1D=2253CCDE

1 See Jay Joyce Testimony Work Papers, Exhibit J1J-5, City’s Response to RFP 2-112, Meszaros Direct,
Exhibit 19 Tables 103 and 110, and Meszaros Direct, Exhibit 21 Tables 54 and 61
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water and wastewater Cost of service for 2013'°, This results in a reduction of
$2,779,151 in water and $1,843,493 wastewater costs'®,

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
This adjustment is necessary to remove costs related to assets and activities that are

not reasonable or necessary to provide service to wholesale customers.

E. Reversal of Austin’s Proposed Reclassification of SWAP Debt
Administration and Commercial Paper Administration from Capital to

Expense

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

In FY 2013 the City reclassified SWAP Debt Administration and Commercial Paper
Administration from a capitalized cost to an expensed cost. This unnecessarily
inflated the cost of service. This adjustment reverses the City’s adjustment and

removes $4 million from O&M and reclassifies it as Capital Costs,

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
AWU provided no rationale for the reclassification from capital to O&M expense,
other than it was instructed to do so by the controller’s office. 17 This reclassification

unreasonably raises current revenue tequirements.

IS YOUR PROPOSAL TO FUND THIS THROUGH THE CIP BUDGET
APPROPRIATE?
Yes. The City provided no rationale for unreasonably reclassifying this cost, It is

appropriate to reverse the City’s adjustiment.

¥ See Jay Joyce Testimony Work Papers, Exhibit J1)-5, Anders Direct, p. 43, lines 14-18

16 See Jay Joyce Testimony Work Papers, Exhibit JJ1-5, Meszaros Direct, Exhibit 24

V7 See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, 2014 Joint Committee on AWU Financial Plan
Response to Question #260 from Website:
hitp:/fwww.ci.auslin.ix.us/water/downloads/260%20JC%20QA %20K idwel%2004072014%20'INAL%20Res
ponse.pdf
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T, Reverse Austin’s Proposed Reclassification of Contract Management

from Capital to Expense

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

Mr. Anders explains this reclassification as one of the 5 most important cost
increases in FY 13 for both water and wastewater. This adjustment removes $2.6
mitlion'® from water O&M and $1.4 million'® in wastewater O&M and reclassifies

them as Capital Costs.

DID YOU ASK THE CITY FOR ITS JUSTIFICATION FOR ITS PROPOSED
RECLASSIFICATION?

Yes. The City’s response was to attach one page fiom its published FY 13 budget (a
duplicate of previously provided material) which stated that, “In prior fiscal years,
the [Contract Management] Department (CMD) has been funded in the Capital
Projects Management Fund. Starting in FY 2012-13, CMD will be funded by the
City’s Support Services Fund.”® The only alleged “support” on that page was that it
was transitioning to the Support Services Fund which will “.. .eliminate the need to
bill directly to capital projects. This will improve efficiency and less staff time will
be allotted to administrative functions.” This City failed to support this

reclassification, and it should be reversed.

G. Drainage Fee

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
This adjustment eliminates $93,977 in drainage fees from the water system and

$104,526%" from the wastewater system.

13 See Jay Joyce Testimony Work Papers, Exhibit JJ3-5, Anders Direct, p. 41

19 See Jay Joyce Testimony Work Papers, Exhibit J13-5, Anders Direet, p. 44

 See Jay Joyce Testimony Work Papers, Exhibit J1J-5, City’s Response to RFP 3-42

2t See Jay Joyce Testimony Work Papers, Exhibit JJ)-5, City’s Response to RFP 2-31 and City’s Response to
RFP 3-91
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WHAT IS THE BASIS FOR THIS ADJUSTMENT?

A.  This is another transfer to other City departments ancuisssivaplyiconatesshiddension
aisibasuaioandunasiomaeptiliias > This cost is not reasonable or necessaty for
the provision of water and wastewater service to ratepayers. The Drainage Fees
provide funding to the Watershed Protection Department whose main purpose is to
increase flood protection el R wesideiisadacatodes
imeniplming” 1t is worth noting that the Land Management department in AWU is

excluded from allocation to wholesale customers per the City’s cost of service

study®; this department is similar and should also be excluded from wholesale

allocation.

H. Public Improvement District

Q. PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

A. This adjustment removes the $75,000 for the Public Improvement District property
tax2®, which is $37,500 each for the water system and wastewater system, comprised
of $18,750 in O&M and $18,750 in capital costs for each system%.

=

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
A. This adjustment is necessary to remove costs related to assets and activities that are

not necessary to provide service to wholesale customers.

Q. PLEASE EXPLAIN,

>,

According to the City’s website, the City is exempt from the

tax.?” When asked in discovery for proof that Austin Water is not exempt from the

2 gee Jay Joyce Testimony Work Papers, Exhibit J11-5, Drainage Vee description from City website:
htip:/Avww.austintexas.gov/page/drainage-fee

2 Qee Jay Joyce Testimony Work Papers, Exhibit J1J-5, Meszaros ﬁirect, Exhibit 10, Bates 2154-2160 (sce
2157) and City website program descriptions: http://wiww.austintexas.gov/depariment/watershed-protection

2 See Jay Joyce Testimony Work Papers, Exhibit J3J-5, Anders Direct, page 57 line 18 to page 58 line 7
3 See Jay Joyce Testimony Work Papers, Exhibit JJI-5, Meszaros Direct, Exhibit 24

%8 See Jay Joyce Testimony Work Papers, Exhibit J1J-5, Meszaros Direct, Exhibit 19 Tables 103 and 110, and
Meszaros Direct, Exhibit 21 Tables 54 and 61
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Downtown Austin Alliance tax assessinents, AWU’s response was to provide its
FY13 budget, which has a line-item for “Other Transfers.” It did not provide any
invoices from any taxing authoritie§ to support its cost because presumably none
exist. From other documentation, 1 determined that the Public Improvement District
“Tax” is included in these “Other Transfers.”

<4

1. Eliminate Chief Sustainability Officer

Q. PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

A.  This adjustment removes the cost for the new Chief Sustainability Officer in the

General Fund. Half of the cost of this new position is funded by the water and
wastewater funds. The total is $142,895 of which $71,448 is funded by AWU, with
$35,724 funded by water and $35,724 funded by wastewater.®

Q. WHAT IS THE BASIS FOR THIS ADJUSTMENT?

A. This adjustment is necessary to remove costs related to assets and activities that are
not necessary to provide service to wholesale customers.

Q. PLEASE EXPLAIN.

A. According to the job description for this position, this person is responsible for ‘
«,,.establishing a city-wide sustainability program that includes assessing the impact
of sustainability practices to the City and broad community at large...”” He
oversees & nine-person department30 whose mission is to “advance local

NPT N . . . s
sustainability and climate action by providing leadership and coordination for

2 See Jay Joyce Testimony Work Papers, F\hlb]( I11-5, City website description of Downtown Pubhc
Improvement Districts: hitp:/fww . X /i

8 See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, City’s Response to RFP 2-31 and City’s Response to
RFP 3-91

® See Jay Joyce Testimony Work Papers, Exhibit J31-5, Job description from City website:
http:/faustintexas.gov/hr/jobdesc/job_title pay.cfin?title=C

% gee Jay Joyce Testimony Work Papers, Exhibit J1J-5, Organization charf from City website:
hitp://austintexas.gov/sites/default/files/files/org_chart.pdf
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initiatives across the City organization and the Austin community.”®' It is simply
not a water or wastewater function and should not he directly paid for by the water
and wastewater customers. None of the job description includes any references to

the water and wastewater department.

J. 311 System Support

Q. PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
A. This adjustment eliminates the $1 million transfer to the 311 System Support Fund,
which is $500,000 water and $500,000 wastewater.*?

Q. WHATIS THE BASIS FOR THIS ADJUSTMENT?
A, This adjustment is necessary to remove costs related to assets and activities that are

not necessary to provide service to wholesale customers.

Q. WHAT SERVICES DOES 311 PROVIDE?
A. 311 provides a liaison to the following services:

AFD Wildfire Assessment

Alley & Unpaved Street Maintenance
Bicycle Issues

Bridge Repair

Channels/Creeks/Drainage Easement

Code Compliance

Code Compliance—Private Waste Hauler License Violation
Code Compliance—Woodridge Apartments
Community Engagement Feedback
Curb/Gutter Repair

Ditch/Driveway Pipe Services

Drainage Pond Maintenance

Erosion

Fence Repair—MOPAC

Found Animal Report—Keep

Graffiti Abatement

3! See Jay Joyce Testimony Work Papers, Exhibit J1J-5, Home page for Office of Sustainability on City
website: htips:/austintexas.gov/depariment/sustainability

%2 See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, City’s Response to RFP 2-120
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o Guardrail—New

¢ Guardrail Repair

o Holly Power Plant Project-Issues

e LeadSmart Program

¢ Ordinance Single-Use Carryout Bags
s Ordinance Universal Recycling

e Parking Machine Issue

o Parking Ticket Complaint

e Pavement Failure

e Pothole Repair

s Road Markings/Striping—Maintenance
e Road Markings/Striping—New

¢ School Zone—New/Review/Changes
e Sidewalk Repair

e Sidewalk/Curb Ramp/Route—NEW
o Sign—New

o Sign—Parking Sign Maintenance

¢ Sign—School Zone Sign Maintenance
e Sign—Street Name

¢ Sign—Traffic Sign Maintenance

o Speed Limit—Changes/Signs

o Standing Water

o Storm Drain Pipe Services

o Street Surface Inquiry

o Traffic Calming

¢ Traffic Sighal—New/Change

e Utility Cut Repair

¢ Water Waste Report33

The only two areas that might possibly relate to water or wastewater—the last two—

would not apply to wholesale customers.

Q. ARE ANY OF THESE SERVICES NECESSARY TO PROVIDE SERVICE
TO WHOLESALE CUSTOMERS?
A. No.

3 Gee Jay Joyce Testimony Work Papers, Exhibit JiJ-5, From City Website—pulldown menu for 311 services:
hitps:/faustin-p1 csgn‘odcwi.motorolasolulions.com/Home.mvc/l ndex
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K. General Fund Transfer

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
This adjustment removes $17,722,306 water and $16,802,030 wastewater.>*

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
This adjustment is necessary to remove costs related to assets and activities that are

not necessary to provide service to wholesale customers,  The General Fund

transfer:
1. Is not cost-based,
2. Has no standard industry practices, and
3. Is not needed for debt service coverage.

A 1999 Austin Cost of Service Study Issue Paper developed by Black & Veatch
stated that “Opponents of this transfer, referred to as a general fund transfer, believe
that the transfer is inappropriate because it is not based on the cost of service
provided, it circumvents taxing constraints by charging tax-exempt properties [e.g.,
Petitioners], and it may amount to taxation of outside City users without

representation.”**

HOW DOES THE CITY ATTEMPT TO SUPPORT THE GENERAL FUND
TRANSFER IN ITS PREFILED TESTIMONY?

M. Giardina attempts to support it by stating that, “Of the largest cities located in
Texas (Arlington, Dallas, El Paso, Fort Worth, Garland, Plano, and San Antonio), all
have utilities that make some form of a payment to the city.” *° His statement is

misleading at best.

3 See Jay Joyce Testimony Work Papers, Exhibit JUJ-5, City’s Response to RFP 2-120

% See Jay Joyce Testimony Work Papers, Exhibit 1JJ-5, Castillo Direct, Exhibit 5

% See Jay Joyce Testimony Work Papers, Exhibit 11J-5, Giardina Direct, p. 18, lins 3-5
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WHY? _

When asked in discovery for support for the above statement, the City responded
with a study that Mr. Giardina had conducted for El Paso Water Utilities, the “El
Paso Cost Allocation and Best Practices Review.” The study surveyed six Texas
cities in two areas relating to transfers—General Transfers and Indirect Cost
Allocation from General Government to Water/Wastewater Funds. Of the six Texas
cities, three allocate NO general fund transfer costs to outside city/wholesale
customers. Of the three remaining Texas cities in the survey, San Antonio Water
System allocates 2.7% (vs. Austin’s 8.2%) of utility revenue to the general fund and
no indirect costs (vs. an additional $12 million in Austin), Significantly, Houston
has no Payment in Lieu of Taxes (PILOT), no franchise fees and no Right of Way
fees.”

An issue paper in the 1992 Austin Cost of Service Study states that, “Utility
transfers are a particularly important method for general government financing in
Austin because of the City’s unique public financing position. Austin, which is the
seat of state government and the site of a large public university, and where there is a
substantial federal government presence, has a large fraction of real property exempt
from property taxation. Support of general government through utility charges is,

therefore, an effective mechanism to recover payments for general government

services from institutions that would otherwise be exempt.”*®

7 See Jay Joyce Testimony Work Papers, Exhibit J3J-5, City’s Response to RFP 3-62

3% See Jay Joyce Testimony Work Papers, Exhibit J)J-5, Castillo Direct Exhibit 2 Bates 87
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WHAT DID THE TEXAS WATER COMMISSION SAY REGARDING THE
CITY’S GENERAL FUND TRANSFER?

The Texas Water Commission stated that transfers to the general fund were

acceptable if they were for administrative expenses; otherwise, unspecified transfers
to the general fund are justified only to the extent necessary to provide adequate debt
service coverage.”” The TWC also stated that “under the cash-basis method of
ratemaking, the utility is not entitled to include in its cost of service analysis a factor

for profit.”*!

L. Radio Communications Fund

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

This adjustment eliminates the transfers to the Radio Communications Fund of
$384,940, which is $192,469 each®? for the water system and wastewater system,
incorporating $96,235 in O&M and $96,235 in capital costs for each system.

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
This adjustment is necessary to remove costs related to assets and activities that are

not necessary to provide service to wholesale customers.

¥ See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, PUC Docket No. 40627, Rebuttal Testimony of Elaine
Hart at page 8

* See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, TWC Docket No. 7144-M et. al. FOF 40 and 41
! See Jay Joyce Testimony Work Papers, Exhibit 113-5, TWC Docket No. 7144-M et al, FOF 44B

2 See Jay Joyce Testimony Work Papers, Exhibit I7J-5, City’s Response to RFP 2-112
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PLEASE EXPLAIN, @
According to the City’s response to Informal Question #6, the wireless:
communications fund maintains a high measure of reliability for users of the
Regional Radio System within Austin/Travis County, Williamson County, and other
jurisdictions, The program also provides services to public safety vehicles for
installations and repairs to voice radios, data radios, sirens, emergency lighting, and.

automatic vehicle location devices.*® 4

The Radio Communications Fund is also funded by the Indirect Cost Recovery

allocation in which AWU is a participant. So any additional funding is unjustifieds

Rerinins

@ovepwaestabmuling) The cost is unrelated to the cost of providing service ta
Petitionets.

M.  AFD Transfer for hazmat prevention

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
This adjustment removes the $445,030 ($222,515 each for water and wastewater)*
Transfer to the Austin Fire Department for “Hazmat to prevent hazardous materials

from going into the water/wastewater systems.”

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
This adjustment is necessary to remove costs related to assets and activities that are

not necessary o provide service to wholesale customers, 48

aemmmumd The Joint Committee (a subcommittee of members from the City’s

Resource Management Commission, Water & Wastewater Commission, and Impact

¥ See Jay Joyce Testimony Work Papers, Exhibit 111-5, City*s Response to Petitioners’ Informal Question #6

* gee Jay Joyce Testimony Work Papers, Exhibit JJJ-5, Meszaros Direct, Exhibit 10, Bates 2457, FY 2013
Budget Vol. 1, p. 654

* See Jay Joyce Testimony Work Papers, Exhibit 131-5, City’s Response to RFP 2-31 and City’s Response to
RFP 3-91
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Fee Advisory Commission established by the City to develop recommendations for
short-term and long-term financial plans to strengthen the financial stability of the
Austin Water Utility)* recommended that this cost be removed from the AWU cost
of service, and according to CITY documents, removal of these costs firom AWU has

no impact on service levels.”

N. APD Transfer for Homeland Security

Q. PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

A. This adjustment eliminates the $1,241,943 transfer to the Austin Police Department
for Homeland Security. (70% water or $869,360 plus 30% wastewater or
$372,583)". *
*

Q. ‘WHAT IS THE BASIS FOR THIS ADJUSTMENT?

A. This adjustment is necessary to remove costs related to assets and activities that are

not necessary to provide service to wholesale customers. AWU already includes

$565,000 in costs for security guard services at the plants.*’ Eemmmmestinihiimigt

spmemmemnend® The Joint Committee recommended that this cost be removed from the
AWU cost of service, and according to City documents, removal of these costs from

AWU has no impact on service levels.*

* See Jay Joyce Testithony Work Papers, Exhibit JJ1-5, Meszaros Direct, Exhibit 14, and from City website:
hup://www.austintexas.gov/department/joint-subcommittee-members

4 See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, Meszatos Direct, Exhibit 16, Bates 3385

8 See Jay Joyce Testimony Work Papers, Exhibit J1J-5, City’s Response to RFP 2-31 and City’s Response to
RFP 3-91

* See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, City’s Response to RFP 2-31 and City’s Response to
RFP 3-91

50 See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, Meszaros Direct, Exhibit 16 Bates 3385
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0O, Rate Case Expenses

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

This adjustment removes the $641,811 in Rate Case Expenses that AWU includes in
its requested cost of service under “Legal Fees” and “Interdeparimental Legal
Charges” for “TCEQ Rate Issue.” $370,906 was requested from water customers,”

and $270,905 was requested from wastewater customers.*?

HOW DOES AUSTIN PROPOSE TO ALLOCATE RATE CASE EXPENSES
TO CUSTOMERS?

Austin proposes to allocate these costs to all customers over one yeat.

DO YOU AGREE?

No. Although I agree with the City’s proposal to allocate rate case expenses 1o all
customers—all retail and all wholesale, T do not agree that all the costs should be
recovered from ratepayers in one year. Rather, I would remove these costs from

» °
base rates and surcharge these costs over a S-year recovery.

WHAT IS THE BASIS FOR THIS ADJUSTMENT?

This adjustment is necessary to remove costs related to rate case expenses so these
amounts can be surcharged to all customers. 1 recommend that the invoices that are
in evidence supporting City’s rate case expenses be reviewed for reasonableness at
the end of these proceedings. Any rate case expenses that are deemed reasonable
should be allocated 50/50 to water and wastewater and charged to all customers
based on water sales volume or wastewater flow. 1 recommend a 5-year
amortization with no carrying cost as is typical for these proceedings. The City
should separately account for the recovery of these amounts and discontinue the

surcharges when the authorized amount is fully recovered from all of AWU’s

ratepayers.

51 See Jay Joyce Testimony Work Papers, Exhibit 1JJ-5, City’s Response to RFP 2-31

%2 See Jay Joyce Testimony Work Papers, Exhibit J1J-5, City’s Response to RFP 3-91
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Q. HAS AUSTIN PROVIDED AN ESTIMATE OF ITS TOTAL RATE CASE
EXPENSES?

A.  Yes. Mr. Anders provides a total rate case expense estimate of $958,000.%

AW

13 P, Fully Allocate O&M Expenses to the Reclaimed Water Utility

14
15 Q. PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

16 A, This adjustment removes O&M expenses associated with the Reclaimed Water

17 System.

18

19 Q. WHAT IS THE BASIS FOR THIS ADJUSTMENT?

20 A This adjustment is necessary to remove costs related to assets and activities that are
2] not necessary to provide water and wastewater service to wholesale customers, The
22 rationale was explained earlier in this testimony under subsection B. beginning at
23 page 11, line 10,

% See Jay Joyce Testimony Work Papers, Exhibit JJ3-5, Anders Direct p.64 lines 3-7
™ See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, City’s Response to REFP 3-66
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Q. HOW DID YOU DETERMINE THE O&M COSTS ATTRIBUTABLE TO

REUSLE?
A. I developed the following factors for cost allocation®;
Potable | Reuse
Water | Water Percent
Factor Basis System | System | Total Reuse
WATER
Pump Station No. of Punip Stations 45 3 481 6.3%
Factor ¢
i No. of Water Storage Facilities 38 3 41 73%
Storage Capacity (MG) 170.0 3.5 173.5 | 2.0%
Storage Factor Average p  4.7%
Pipeline Factor Miles of Lines 3,672.0 4471 3,7116.7]  1.2%
Coinposite Average | 4.0%
4
Total Reuse
Wastewater | Water | Percent
Factor Basis System System Reuse
WASTEWATER
Wastewater 37.595 1.521 4.0%
Wastewater Factor Treated (MG)

e

HOW DID YOU APPLY THESE FACTORS TO O&M COSTS?

A. T applied the Pump Station Factor to Pump Station & Reservoir Maintenance Costs

and Pump Station & Reservoir Operations. I applied the Pipeline Factor to Pipeline

Maintenance, Valves, and Distribution System Support O&M costs. T applied the

Water Composite Factor to Support Services, Special Support (Indirect Costs of

General Government), Operating Transfers, and Other Transfers O&M Costs. 1also

applied the composite to Other Transfers Capital Costs.

On the Wastewater Utility costs, I applied the Wastewater Factor to Wastewater

Treatment and Wastewater Treatment Support O&M.

% See Jay JO) ce Testlmony Work Papers, Exhibit J1J-5, AWU Key Measures:
: Jeity- '/ f

2304, FY2013 Budget Vol. 1, p. 503

ance-reports, 2013 Bond Issue Ofllctal Statement:
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WHAT RECOMMENDATIONS HAS THE JOINT COMMITTEE MADE ON
THIS ISSUE?

The Joint Committee agrees with my assessment that the costs of the reclaimed
System should be fully recognized. The Joint Committee stated that “AWU is
currently making efforts to itemize Reclaimed Utility costs and develop a full fund
summary for the Reclaimed Utility. Efforts should also be made to evaluate the

benefits and burdens of the Reclaimed Utility. ..

Q. Overbudgeting Adjustment

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

Utility rates are typically established based on actual historical costs adjusted for
known and measurable changes. Although the use of budgeted data for establishing
rates is widely accepted for government utilities, the utility must prove that its
budget approximates actual costs adjusted for known and measurable changes. In
order to determine the accuracy of AWU’s budgeting, I compared historical

budgeted data to actual to determine the level of overbudgeting:

Overbudgeting
Percenta ge57
FY 2009 3.2%
FY 2010 3.1%
FY 2011 5.1%
FY 2012 4.9%

Average 4.1%

I excluded Transfors from the analysis cineestmsimsesisnsiuprnmenismensd

etk gsm® Mr. Meszaros

3 See Jay Joyce Testimony Work Papers, Exhibit J1J-5, 4/23/14 Joint Committee meeting;
hitp://www.ci.austin.ix.us/water/downloads/259%20JC%200A %20K idwel12620040720 1 4%20FINAL%20Res

ponse2.pdf
%7 See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, Based on budget to actual comparisons; see work

papers: htt

s:/fvwww.cl.austin tx.us/financeonline/finance/financial_docs.cim?ws=1&pg=1
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confirmed that actual FY 2013 utility-wide operation and maintenance expense

spending was 4.18% below budget™®, which supports the use of the four-year average
of 4.1%.

Q. DO YOU HAVE ANY SIMPLE EXAMPLES OF THE CITY’S
OVERBUDGETING?

A. Yes. The City contributes to the Barton Springs/Edwards Aquifer Conservation
District. According to the budgets and audits from the Conservation District,
budgeted revenues from Austin historically equal exactly the amount the
Conservaiion District budgets. So Austin should know exactly the amount to budget.
Yet in FY 2013 Austin budgeted $900,000% when the Conservation District only
budgeted $748,008.%°

R, Excess Staffing

Q. PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
A. This adjustment reduces staffing costs to account for overstaffing. hiingsins

~

58 See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, AWUFY 12-13 Anaual Performance Report, p. 192:

hitps:/fassets.austintexas.gov/budget/13-14/downloads/2013_COA APR Final.pdf

5 See Jay Joyce Testimony Work Papers, Exhibit 11J-5, City’s Response to RFP 2-31

 See Jay Joyce Testimony Work Papers, Exhibit J1J-5, Conservation District Budgets and Audits show that
actual cxactly equals the budgeted amount; hitp://www.bseacd.orgfrecords/current-budget and
hitp:fAwww.bseacd.org/records/annual-report-and-annual-financial-audit

81 See Jay Joyce Testimony Work Papers, Exhibit 11J-5, City’s Response to RFP 3-64

€2 gee Jay Joyce Testimony Work Papers, Exhibit JJ3-5, Petitioners” Third Request for Production, page 4,
Definitions
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Q. WHAT IS THE BASIS FOR THIS ADJUSTMENT?

g 1 would recommend a 10%
reduction in all staffing costs and the requirement that the City justify staffing levels

in its next rate case.

S. Excess Salaries
Q. PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
A, This adjustment reduces compensation expenses to account for excess compensation.

According to the City’s responses to discovery, it has not had ANY compensation
studies conducted by an outside firm in the past five years.®® For purposes of
discovery, compensation study was defined as “any analysis assessment, report,
examination, or investigation regarding any type of employee compensation.” * The
City did not raise any objection to this definition or contact Petitioners® counsel for

any additional clarification, so it is presumed that the City understood the definition.

Q. DID YOU DISCOVER EVIDENCE THAT THE CITY OVERPAYS ITS

‘EMPLOYEES?
A,

s »
Q "WHAT IS THE BASIS FOR THIS ADJUSTMENT? *
A. T would recommend a 5%

reduction in all staffing costs and the requirefnent that the City justify staff

compensation levels in its next rate case.

& See Jay Joyce Tostimony Work Papers, Exhibit J1I-5, City’s Response to RFP 3-65

 See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, Petitioners’ Third Request for Production, page 4,
Definitions

% See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, City Website: http://austintexas.gov/fag/besides-my-
salary-can-i-cam-additional-income
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T. Austin Energy’s General Fund Transfer Buried in the Electric Rates
charged to AWU

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

The Austin Water Utility obtains its electricity from Austin Energy, which is also a
City department. Austin Energy transfers 12% of its non-fuel revenue to the City’s
General Fund, with a floor set at $105,000,000 per year“. An effective General
Fund transfer rate of 8.24% ($105,000,000 in General Fund transfer divided by
$1,273,895,270 in budgeted revenues)® is applied to the AWU electric costs to
remove the transfer from Austin Energy. This is simply another dsiisiestransfer from
AWU to the City. This adjustment removes $3,305,721 in unjustified transfers from
AWU to the City via Austin Energy. ($2,119,319 water and $1,186,402
wastewater.) 1 would note that support services provided by the City to Austin
Energy are also in the electric rates, and 1 have not eliminated those costs. I have

only eliminated the unjustified General Fund Transfer.

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
This adjustment is necessary to remove costs related to assets and activities that are
not necessary to provide service to wholesale customers, *

#

U, Depreciation

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT. =

1]

In developing its revenue requirements, the City’s proposed capital recovery includes
three main components:

1. Debt Service
2. Cash Capital Outlays
3. Depreciation Expense.

% See Jay Joyce Teslimony Work Papers, Exhibit JJJ-5, City Presentation Document, p. 55

& See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, Meszaros Direct, Exhibit 10, Bates 2214 and 2392, FY
2012-13 Approved City Budget, pages 413 and 582
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Under the cash basis of utility ratemaking, depreciation is not allowed, so 1 have
excluded the depreciation expense ($29.0 million water®® and $42.3 million

wastewaterw).

Q. DOES THE FINAL ORDER IN THE PREVIOUS AUSTIN WHOLESALE
RATE CASE SUPPORT YOUR ADJUSTMENT?
A. Yes. FOF 44B states, “Under the cash-basis method of ratemaking, the utility is not

entitled to include in its COS analysis a factor for profit or depreciation.”™

Q. DOES THE AUSTIN PROPOSAL ADJUST DEBT SERVICE TO"ACCOUNT
FOR ITS INCLUSION OF DEPRECIATION?
A. Yes, but I disagree with the City’s method because including depreciation in the cash

basis:

1. Unnecessarily adds to the complexity of the calculations
2. Doesn’t make sense

3. Has aminimal impact on the overall customer class cost allocation.

Q. DOES THE VERBIAGE IN THE RED OAK CONSULTING COST OF
SERVICE STUDY SEEM TO SUPPORT THE EXCLUSION OF
DEPRECIATION?

A. Yes. On page 5-4 of the 2008 study, it states, “Consistent with industry standard,

these [O&M] expenditures exclude depreciation expenses.”71

€ See Jay Joyce Testimony Work Papers, Exhibit 111-5, Meszaros Direct, Exhibit 19, Table 215 (note that
there are two tables numbered 215; this refers to the second one)

 See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, Meszaros Direct, Exhibit 21, Table 197
™ See Jay Joyce Testimony Work Papers, Exhibit J3J-5, 1'WC Docket No. 7144-M et, al, FOF 44B
7 See Jay Joyce Testimony Work Papers, Exhibit 1J7-5, Meszaros Direct, Exhibit 17, page 5-4
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Y. Lobbyists — Legislature

Q. PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

A. There are line items in both the water budget’” and the wastewater budget” entitled

“Lobbyists Legislature Pope, Johnson, Greytok for $80,648 each. 1 have removed

these costs.

Q. WHAT IS THE BASIS FOR THIS ADJUSTMENT?
A, This adjustment is necessary to remove costs related to assets and activities that are
not necessary to provide service to wholesale customers. Also, per PUC Substantive

Rule 24.31, no lobbying expenses are allowed in cost of service.”

W.  One-Stop Shop

=

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
A, This adjustment is necessary to remove the O&M costs associated with the “One-

Stop Shop” in the amount of $213,673 for watet” and $387,789 for wastewater’®.

Q. WHATIS THE BASIS FOR THIS ADJUSTMENT?

A. This adjustment is necessary to remove costs related to assets and activities that are
not necessary to provide service to wholesale customers, According to the City’s
response to our request to “provide the documents related to any assistance provided
by the ‘One-Stop Shop’ to any Petitioner during 2012 and 2013,” the City responded

that, “There are no documents responsive to this request.””’ Since the City is not

"2 See Jay Joyce Testimony Work Papers, Exhibit J1J-5, City’s Response to RFP 2-31
7 See Jay Joyce Testimony Work Papers, Exhibit J1I-5, City’s Response to RFP 3-91
™ See Jay Joyce Testimony Work Papers, Exhibit JJ)-5, PUC Subst. R. 24.32(b)(2)(A)

™ See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, Meszaros Direct, Exhibit 19, Table 103 and City’s
Response to RFP 2-31}

¢ See Jay Joyce Testimony Work Papers, Exhibit J1J-5, Meszaros Direct, Exhibit 21, Table 54 and City’s
Response to .
RFP 3-91

77 See Jay Joyce Testimony Work Papers, Exhibit 11J-5, City’s Response to RFP 3-17

Direct Testimony of Jay Joyce Page 36 of 50




O o) & B W N

O S T e e T
o ~1 SN W AW N — O

B =
[ =

NN NN
tO\SEC\MJLWN—‘

e

@

e

providing any documented service to any Petitioner through the “One- Stop Shop,”

these costs should be removed.

VI. ISSUES AFFECTING WATER ONLY

A, City Hall Water Feature (capital costs)

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

This adjustment removes the capital costs associated with the “City Hall Water
Feature” that is included in water system assets. The net asset value included in
water rates is $450,0007% which results in debt service requested of $30,174,

depreciation expense of $12,649, and cash capital outlay requested of $13,608.

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
This adjustment is necessary to remove costs related to assets and activities that are

not reasonable or necessary to provide service to wholesale customers.

B. Reicher Ranch (capital costs)

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

This adjustment removes the capital costs associated with the Reicher Ranch
included in water system assets. The net asset value included in water rates is
$818,7047 which results in debt service requested of $54,897, depreciation expense
of $23,013, and cash capital outlay requested of $24,758.

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
The City already conceded that the O&M for the Reicher Ranch should be excluded

from wholesale costs®, but the City did not follow through and excluded the Reicher

78 See Jay Joyce Testimony Work Papers, Exhibit 3J-5, City’s Response to RFP 2-113

™ See Jay Joyce Testimony Work Papers, Exhibit J1J-5, City’s Response to RFP 2-113

%0 See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, Anders Direct, page 58, lites 1113
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Ranch capital costs as well. This adjustment is necessary to remove costs related to

assets and activities that are not necessary to provide service to wholesale customers.

C. Green Water Treatment Plant (capital costs)

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

This adjustment removes the capital costs associated with the Green Water
Treatment Plant included in water system assets. The net asset value inciuded in
water rates is $12,073,835, which results in debt service requested of $809,586,
depreciation expense of $339,381, and cash capital outlay requested of $365,115.

WHAT IS THE BASIS FOR THIS ADJUSTMENT?

The City decommissioned the Green Water Treatment Plant (WTP) in September
2008%!, Although the Green WTP is no longer in service, the CITY is still charging
customers for debt service, depreciation and cash capital outlays based on the net
asset value of the Green WTP, This adjustment is necessary to remove costs related

to assets and activities that are not necessary to provide service to wholesale

customers.

D. Revenue Stability Reserve Fund

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
This adjustment eliminates the $5,516,300 transfer from the water utility to the

Revenue Stability Reserve Fund®’ swiviisissewissinstmsoplensisminsmsinsininsion

WHAT IS THE BASIS FOR THIS ADJUSTMENT?
This adjustment is necessary to remove costs related to assets and activities that are
not necessary to provide service to wholesale customers. It is not cost based. It is

speculative. In Mr. Anders’ testimony, he states that, “If the Revenue Stability

81 Seg lay Joyce Testimony Work Papers, Exhibit JJJ-5, City website “Water and Wastewater History™:
hitp:/faustintexas gov/depariment/water-and-wastewater-history

¥ See Jay Joyce Testimony Work Papers, Exhibit 177-5, City’s Response to REFP 2-120
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Reserve Fund was [sic] not approved, Austin Water would have had to increase its
ending fund balance to have sufficient reserves to operate.”® When asked in
discovery to provide all documents supporting that statement, Mr. Anders provided a
comparative document from Fitch Ratings that looked at industry medians.® Not
only is a rate or revenue stabilization fund not mentioned in the document, Austin
Water is not even included in the 18 Texas utilities analyzed.® This is the ONLY
document the City provided to support its need for a revenue stability reserve fund,

and this document provides absolutely no support for the City’s ridiculous position,

E. Green WTP Sale

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

This adjustment incorporates the net proceeds from the sale of the Green Water

Treatment Plant into the water rate calculation.

WHAT IS THE BASIS FOR THIS ADJUSTMENT?

This adjustment is necessary to reflect the net proceeds of the Green WTP into the
water cost of service, Although all of the water customers, including the Petitioners,
have been paying O&M and capital costs for the Green WTP, Austin proposes to
give those customers none of the proceeds of the sale. Instead of crediting any of the
net proceeds to AWU, it instead proposes to let the general city government have all
of the money to add to its slush fund. In fact, if I had not identified the Green WTP
O&M and capital costs in the FY 13, rates, these costs would continue to be charged
to the Petitioners. The Petitioners are still being asked to pay for a decommissioned

plant, yet the City proposes to give them nothing for its sale!

® See Jay Joyce Testimony Work Papers, Exhibit JJ)-5, Anders Direct, p. 53, lines 4-6

* See Jay Joyce Testimony Work Papers, Exhibit J1I-5, City’s Response to RFP 3-45

% See Jay Joyce Testimony Work Papers, Exhibit JJ3-5, City’s Response to RFP 3-45, Bates 6200
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IS THE AUSTIN CITY COUNCIL AWARE OF THIS ISSUE?

A, Yes. At the April 5, 2012 Council meeting, Paul Robbins pointed out to the Council
the inequity of the Council decision to give the profit from the sale to the general
fund “instead of back to the utility that owned it.”% Yet his comments appeared to

have fallen on deaf ears.

Q. HOW DO YOU PROPOSE TO INCORPORATE THE PROCEEDS OF THE
SALE INTO THE WATER RATES?

A, AWU sold the Green WTP site to Trammel Crow in May of 2012 for 3;43,175,000.87
I subtracted $8,500,000 from the proceeds earmarked to reimburse Austin Energy for
its costs to downsize the Seaholm electric substation which is on or near the Green
WTP site. The remaining $34,675,000 in proceeds should go to AWU, and this
amount includes $14,299,856 in cost reimbursement for costs already incurred (and
already paid for by ratepayers) to decommission the Green WTP. I recommend
amortizing the $34,675,000 in AWU proceeds over five years which is the timeframe
that I estimate rates will be in effect until Austin files for its next wholesale rate

increase. That amortization results in an annual amount of $6,935,000.

Q. WHAT BENEFIT WILL THE CITY’S GENERAL FUND RECEIVE FROM
THE SALE OF THE GREEN WTP?
A. City officials have estimated that over the next three decades, Green’s

redevelopment will generate $112 million in property taxes and $9.6 million in sales

taxes for the City.*

% See Jay Joyce Testimony Work Papers, Exhibit J1J-5, Transctipt of April 5, 2012 City Council meeting:
https://wiwvw.austintexas. gov/department/city-council/2012/20120405-reg.him

8 See Jay Joyce Testimony Work Papers, Exhibit JJ3-5, 5/24/2012 Recommendation for Council Action:
tips://www.austintexas. gov/department/city-council/2012/20120524-rep. him#013

% See Jay Joyce Testimony Work Papers, Exhibit J3J-5, Austin American Statesman 2/5/14
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F. Development of Allocation Factor to Separate Transmission and

Distribution Costs

Q. PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.

A. AWU proposes to allocate certain water costs between the water transmission and
distribution systems based on the “net asset values” of the transmission and
distribution components.®

Q. IS THIS CONSISTENT WITH INDUSTRY STANDARDS?

st

Q. HOW DOES AUSTIN’S PROPOSED METHOD DIFFER FROM THE
METHOD AUSTIN PROPOSES FOR ITS WASTEWATER INTERCEPTOR
AND COLLECTION SYSTEM ALLOCATION?

A. The wastewater system allocation is based on length of pipe and diameter, not cost.”

Q. HOW DOES AUSTIN’S CURRENTLY PROPOSED WATER ALLOCATION
METHOD DIFFER FROM THE ALLOCATION IT USED IN PRIOR COST
OF SERVICE STUDIES?

A. The 1992 cost of service study conducted by CH2M Hill allocated water lines based
on length of pipe and diameter, not asset value. In the report, CH2M Hill states that,
“water lines that are 24 inches and larger are designated as transmission lines, while
all lines less than 24 inches in diameter are considered distribution lines.””!

Q. HAS AUSTIN PROVIDED DATA ON THE LENGTH AND DIAMETER OF
THE LINES IN THE WATER SYSTEM?

A. Yes.”?

% See Jay Joyce Testimony Work Papers, Exhibit J1J-5, Meszaros Direct, Exhibit 19, Bates 5129

® See Jay Joyce Testimony Work Papers, Exhibit J1J-5, Meszaros Direct, Exhibit 21, Bates 6375-6376
9t See Jay Joyce Testimony Work Papers, Exhibit JJ3-5, Castillo Direct, Exhibit 2, Bates 119

%2 See Jay Joyce Testimony Work Papers, Exhibit 13J-5, City’s Response to RFP 3-11
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HOW DOES THE ALLOCATION FACTOR BASED ON THAT DATA
COMPARE TO THE ALLOCATION FACTOR BASED ON NET ASSET
VALUE?

Use of the correct inch-feet calculation reduces the allocation to Transmission
(common-to-all) from 45.8% to 34.5%.

G, Barton Springs/Edwards Aquifer Conservation District

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
This adjustment eliminates the $900,000 budgeted cost for the Barton
Springs/Edwards Aquifer Conservation District.”

WHAT IS THE BASIS FOR THIS ADJUSTMENT?

This conservation district deals with groundwater, and AWU does not use any
groundwater to provide service to its customers, This adjustment is necessary to
remove costs related to assets and activities that are not necessary to provide service
to wholesale customers. The City can certainly participate in the Conservation
District, but it is not necessary for any treated water customers, including Petitioners,

and the customers should not bear any responsibility for the cost.
VII. ISSUES AFFECTING WASTEWATER ONLY

A. Austin Youth River Watch

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
This adjustment removes the $152,667 in costs associated with the Austin Youth

River Watch® under a three-year contract for $81 8,000,

% See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, City’s Response to RFP 3-91

% See Jay Joyce Testimony Work Papers, Exhibit JJJ-5, City’s Response to RFP 3-91, Colorado River Watch
d/b/a Austin Youth River Waich

% See Jay Joyce Testimony Work Papers, Exhibit J} -5, City’s Response to RFP 3-91
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WHAT IS THE BASIS FOR THIS ADJUSTMENT?
The Govalle WWTP was decommissioned in October 2006.% Tt provides no service

to anyone, including Petitioners, and its O&M costs should be removed.

D. Utility-Wide Contingency

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT.
There is a line item in the wastewater O&M budget for “Utility-Wide Contingency”

in the amount of $176,175.%° 1 have removed this budget item.

WHAT IS THE BASIS FOR THIS ADJUSTMENT?

It is already apparent that the City overbudgets. It has multiple financial safeguards
in place including reserves, optional transfers out of the utility funds, etc.; for AWU
to propose an additional amount of fluff in the form of a “contingency” on top of all

of that is simply unconscionable.

%8 Sce Jay Joyce Testimony Work Papers, Exhibit 111-5, City Website, “Water and Wastewater History™:

hitp://austintexas,gov/d

epariment/water-and-wastewater-history

* See Jay Joyce Testimony Work Papers, Exhibit J1J-5, City’s Response to RFP 3-91
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VIII. PETITIONERS® REVENUE REQUIREMENTS AND COST ALLOCATION

A.

MODEL
A. Water

WHAT WATER  REVENUE REQUIREMENTS ARE  YOU
RECOMMENDING FOR EACH OF THE PETITIONERS?

I am recommending the following water revenue requirements:

AWU Requested Petitioners' Petitioners’
Petitioners'

Water Totai Adjusted

Petitioner Cost of Service Adjustments Amount
North Austin MUD $ 1,605,767 $ (468,259) §$1,137,508
Northtown MUD 1,204,825 (345,807) 859,018
Water District 10 3,635,338 (1,032,623) 2,602,715
Wells Branch MUD 2,001,230 {573,397) 1,427,833
Total $8,447,160 5(2,420,086) $6,027,074

HOW DID YOU CALCULATE YOUR RECOMMENDATIONS?

I used the FY 2013 Water Cost of Service schedules provided by Mr. Meszaros in
Exhibit 19 of his direct testimony. Since the City refused to provide the Excel
version of the cost of service model as a starting point, 1 constructed my own Excel

version of its mode! which replicates the formulae and results.

HOW CAN YOU BE CERTAIN THAT YOUR EXCEL WATER MODEL
PRODUCES THE SAME RESULTS AS THOSE PRODUCED BY THE

CITY’S MODEL?
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I checked the accuracy of my model by removing all of my recommended
adjustments. After removing all of my adjustments, the results of my model equal

those of the City’s model thus proving the accuracy of my model,

PLEASE EXPLAIN THE RESULTS OF YOUR MODEL,
The output of my model is shown as Exhibit JJJ-3. The Excel version of the model
and all associated Excel workpapers (Exhibit JJJ-6) are included with the native files

submitted in conjunction with the filing of this testimony.

The output is comprised of the following schedules:

Schedule A—shows the recommended water revenue requirements for each of the
Petitioners.

Schedule B—summarized the adjustments revenue requirements, other than capital
adjustments,

Schedule B-1—provides further detail of the adjustments on Schedule B.

Schedule C—is a roll-up of all of the individual (non-capital) adjustments, which are
divided into two groups: Tier 1 and Tier 2.

Schedule C-1 shows the detail of each of the Tier 1 adjustments. Tier 1 adjustinents
are those adjustments that are independent of the other adjustments. The following
adjustments are included on Schedule C-1:

Adj#1 AWU Concessions
Adj #6 Eliminate Transfer to Reclaimed Utility Fund

Adj #7 "Green Choice" Electricity :
Adj #8 Reclassify SWAP Debt Admin and CP Admin from Expense to CIP
Adj#9 Reclassify Contract Management from Expense to CIP

Adj #10 Drainage Fee
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Adj#11
Adj #12
Adj #13
Adj #14
Adj #15
Adj #16
Adj #17
Adj #18
Adj #19
Adj #22
Adj #E-2
Adj #FA-1
Adj #36
Adj #37
Adj#38

Public Improvement District

Eliminate Chief Environmental Officer
311 System Support

Eliminate General Fund Transfer
Eliminate Revenue Stability Reserve Fund
Eliminate Radio Communications Fund
Eliminate AFD Transfer

Eliminate APD Transfer

Sale of Green WTP

Rate Case Expense

Engineering Adjustment - WTP4 O&M [not used]
Adjustment to O&M Reserves [not used]
Lobbyist - Legislature

One-Stop Shop

Barton Creek/Edwards Aquifer Fees

Schedule C-2 shows the detail for the Tier 2 adjustments. A revenue requirement

subtotal is required after each of these adjustments in order to avoid double-counting

any adjustment. These adjustments include the following:

Adj #23
Adj #24
Adj #25
Adj #26
Adj #27

Fully Allocate Cost to Reclaimed Water Utility

Adjustment for Overbudgeting

Adjustment for Overstafling

Adjustment for Excessive Salary Levels

Eliminate General Fund "Transfer Embedded in Austin Energy Electric Rates

Schedule D-1 shows the Allocation Factors used to allocate Revenue Requirements

to “Common-to-All”, “Retail-Only”, and “Wholesale-Only” categories. The

adjustment to the T&D factor is linked to this page.

Schedule D-2 shows the Allocation Factors used to allocate “Common-to-All” O&M

to Base/Extra Capacity components. This is linked to Table 65 so that the Base and

Max Day demands may be changed if desired. The City’s model does not allocate

any costs to Max Hour, so that factor is unnecessary.

Schedule E—shows the adjustments to plant costs:

Adj #2
Adj #3
Adj #4

City Hall Water Feature
Reicher Ranch
Reclaimed Water System

Direct Testimony of Jay Joyce
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Adj #5 Green WTP

Adj#8 & #9  Reclass Admin and Contract Management (increases plant equal to
redugtion in O&M)
Adj #E-1 WTP4 capital [not used)

Schedule F—Summarizes the overall cost allocation into Base/Extra Capacity
categories. Note that the City proposes to recover capital costs from Depreciation
Expense, Debt Service, and Transfers to Water Construction Funds and Other
Transfers.

Schedule F-la—shows the allocation of non-capital costs to Base/Extra Capacity
categories.

Schedule F-1b—shows the allocation of net plant to Base/Extra Capacity categories.
Schedule F-1c—shows the allocation of depreciation expense to Base/Extra Capacity
categories, Note that depreciation expense is eliminated at the bottom of this
schedule,

Schedule F-le—shows the allocation of Transfers to Water Construction Funds and
Other Transfers to Base/Extra Capacity categories.

Schedule F-2a—shows the allocation of non-capital costs to Common-to-All and
Wholesale-Only.

Schedule F-2a—shows the allocation of plant costs to Common-to-All and
Wholesale-Only.

Schiedule F-2b—shows the allocation of depreciation expense to Common-to-All and
Wholesale-Only.

Schedule G—shows the development of costs per unit and the application of those
unit costs to each of the Petitioners’ water usage characteristics to develop the City’s

cost of service, '
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B. Wastewater

HOW DID YOU APPROACH THE WASTEWATER COST OF SERVICE

MODEL?

did not have enough time to complete a fully-allocated condensed wastewater model

- in time for this filing. However, I had already deconstructed the City’s Wastewater

Cost of Service model from the PDF file the City provided. Since the City refused to
provide an Excel file of the model, I built a new model that mirrored the City’s
model, My model is attached as Exhibit JJJ-4. My work papers for the wastewater

model ate attached as Exhibit JJJ-7.

HOW DO YOU KNOW YOUR MODEL ACCURATE?

If the City’s input data is used, my model generates the same customer class cost of

service as the City’s.

HOW HAVE YOU ATTEMPTED TO MAKE THE MODEL USER-
FRIENDLY?

The yellow-highlighted tabs identify spreadsheets for inputting data. The white tabs
are used for spreadsheets with output data, and the red tabs are used for spreadsheets

with all zeros. Hardcoded spreadsheets are nofed.
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, Wastewater cost of service.

DOES YOUR MODEL REFLECT YOUR RECOMMENDED
ADJUSTMENTS TO THE WASTEWATER COST OF SERVICE?

No. Due to time constraints, this model does not incorporate changes to the City’s
revenue requirements or allocations; however, 1 have included in my workpapers two

Excel files that provide detail for most of my recommended changes to the City’s

Y

IX. CONCLUSION

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

For now. The City of Austin continues to slowly provide responses to discovery
requests. In addition, discovery through deposition may occur between now and the
hearing on the merits. T reserve the right to amend, modify, or supplement my

testimony if additional data or information becomes available.
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Gwen Webb

N
From: Gwen Webb p
Sent: Friday, October 24, 2014 12:38 PM
To: Hollis.Henley@ puc.texas.gov
Subject: Meeting with City of Austin
Hi, Hollis;

Thank you for your time this morning.

I wanted to clarify that 1 am trying to organize a meeting between Austin staff and PUC staff with lawyers present. if you
can give me some times when the PUC staff working on this case is available next week or the week after, | can
coordinate with the Austin folks.

Let me know, ghw

CONFIDENTIALITY NOTICE
This emalil is intended to be reviewed by no person other than the individual or entity named above.
This email and all its attachments are confidential, legally privileged, exempt from disclosure, and also
covered by the Electronic Communications Privacy Act. If you are not the intended recipient or an
authorized representative of the intended recipient, you are hereby notified that any review,
dissemination or copying of this email and its attachments, if any, or the information contained
herein is prohibited. If you have received this message in exror, please notify the sender immediately
and delete this message, any copies of it, and any attachments.

IRS CIRCULAR 230 NOTICE
To the extent this communication contains any statement relating in any way to Federal taxes, that
statement is not a "covered opinion" and was not written nor is it intended to be used, and it may not
be used, by any person: (i) as a basis for avoiding Federal tax penalties that may be imposed on that

person; or (ii) to promote, market or recommend to another party any transaction or matter addressed
herein.

Gwen Webb

Webb 8 Webb, Attorneys at Law

211 East Seventh Street, Suite 712

Austin, Texas 78701

Phone: 512/472-9990 - Fax: 512/472-3183




Gwen Webb

From: Gwen Webb

Sent: Friday, November 21, 2014 8:36 AM
To: ‘Henley, Hollis'

Subject: RE: Meeting

Next Tuesday at 10:00 am at your place. Is that stili okay? ghw

CONFIDENTIALITY NOTICE .
This email is intended to be reviewed by no person other than the individual or entity named above.
This email and all its attachments are confidential, legally privileged, exempt from disclosure, and also
covered by the Electronic Communications Privacy Act. If you are not the intended recipient or an
authorized representative of the intended recipient, you are hereby notified that any review,
dissemination or copying of this email and its attachments, if any, or the information contained
herein is prohibited. If you have received this message in error, please notify the sender immediately
and delete this message, any copies of it, and any attachments.

IRS CIRCULAR 230 NOTICE
To the extent this communication contains any statement relating in any way to Federal taxes, that
statement is not a "covered opinion" and was not written nor is it intended to be used, and it may not
be used, by any person: {i) as a basis for avoiding Federal tax penalties that may be imposed on that

person; or (ii) to promote, market or recommend to another party any transaction or matter addressed
herein,

Gwen Webb

Webb & Webb, Attorneys at Law

211 East Seventh Street, Suite 712

Austin, Texas 78701

Phone: 512/472-9990 - Fax: 512/472-3183

From: Henley, Hollis [mailito:Hollis.Henley@puc.texas.gov]
Sent: Thursday, November 20, 2014 4:40 PM

To: Gwen Webh

Subject: Meeting

Hi Gwen,
When did we agree to meet again?
Thanksl

Hollis




Gwen Webb_ '

From: Henley, Hollis <Hollis.Henley@puc texas.gov>

Sent: Wednesday, November 26, 2014 4.06 PM

To: Stephen Webb; John Carlton; Gwen Webb; row@randallwilburnlaw.com
Subject: Commission's Prefile Deadline

Hello All,

Just wanted to inform you that Commission Staff will not be pursuing an extension to file its prefile testimony
after all.

Thanks.

Hollis Henley

Attorney — Legal Division

Public Utility Commission of Texas
512-936-7230

CONFIDENTIALITY NOTICE

This email is intended to be reviewed by no person other than the individual or entity named above. This email
and all its attachments are confidential, legally privileged, exempt from disclosure, and also covered by the
Electronic Communications Privacy Act. If you are not the intended recipient or an authorized representative of
the infended recipient, you are hereby notified that any review, dissemination or copying of this email and its
attachments, if any, or the information contained herein is prohibited. If you have received this message in
error, please notify the sender immediately and delete this message, any copies of it, and any attachments.
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