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RESPONSE TO COMMISSION STAFF'S RECOMMENDATION

The City of Austin ("City") timely files this response to the Commission Staff's ("Staff)

Recommendation ("Recommendation"). Staff filed the Recommendation in response to Order

No. 4 which directed Staff to confirm whether the City has properly calculated the refunds to

each Petitionerl for the applicable period.

While City appreciates Staff's acknowledgement that an adjustment for inflow and

infiltration ("I&I") is necessary to enable the City to achieve the revenue requirement established

by the Public Utility Commission ("PUC") in Docket 42857, the City continues to assert that the

11.7% modification is appropriate, not at 10.5% adjustment.

The Commission Staff claims that the City used the approved 2016 interest rate of 0.18%

for the entire refund period. While the City used 2016 approved interest rate to calculate interest

due for future periods, the beginning refund principal balance, shown on the Rate Refund

Payment Schedules on pages 4 through 6 of the City's Proof of Refunds filing, includes

accumulated interest calculated using the appropriate PUC approved interest rates for each

refund period and the 2016 rate during future repayment periods.

Additionally, the City believes that there are several formula and keypunch errors in the

PUC's refund calculations. For these reasons, the City urges the PUC to conclude that the City

1 Petitioners are North Austin MUD No. 1, Northtown MUD, Travis County Water Control and
Improvement District No. 10 and Wells Branch MUD.
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has properly calculated the refunds owed to Petitioners and accept the City's proof of refund

without any modifications.

As the City has explained, and as the Staff Recommendation calculations confirm, in

order for the City to achieve the revenue requirement established by the PUC in Docket No.

42857, certain adjustments for I&I are necessary. However, the correct adjustment is 11.7% of

contributed flows, not the Staff-recommended 10.5%. While the estimated I&I flows from Table

27 from Austin Water's 2013 Cost of Service Model do equal 10.5% of Total Flows (contributed

flows plus I&I), because contributed flows is a subset of the Total Flows, an adjustment equal to

11.7% of contributed flows is required in order for I&I flows to equal 10.5% of Total Flows as

shown in the example table below for Wells Branch MUD.

I&I is 11.7% of Contributed Flows ( normal billing basis)
(45,789/390,300 = 11.7%)

Contributed Flow I&I Flow Total Flow
Wells Branch MUD 390,300 45,789 436 089

I&I is 10.5% of Total Flows
(45,789 / 436,089 = 10.5%)

The PUC based its ordered rates on Total Flows, inclusive of I&I flows equal to 11.7% of

contributed customer flows. Since the Total Flow amount includes flows not normally billed

directly to customers, the PUC calculated rates will not recover the PUC calculated revenue

requirement without using the same billing basis (contributed flows plus 11.7% I&I flow

adjustment) used by the PUC staff in the PUC rate calculation. Consequently, anything less than

an adjustment of 11.7% of contributed flows is insufficient to fully recover the PUC-ordered

revenue requirements at the PUC ordered rates.
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In addition to Staff's erroneous conclusion about the percentage adjustment for I&I, the

Staff Recommendation also contains several apparent formula errors. For example the

calculated Total Due amount for Water for each petitioner in the 2017 column seems to exclude

the last 5 refund amounts for periods from October 2015 through February 2016. Additionally,

the Staff Recommendation contains apparent data entry transposition errors in the flow amounts

from April 2014 through January 2015 for the North Austin MUD wastewater refund calculation

and a data entry error in the flow amount for December 2015 for the Wells Branch MUD

wastewater refund calculation. Each of these errors impacted the Staff Recommended refund

amounts.

In order for the City to recover the revenue requirement adopted by the PUC in Docket

No. 42857, the City respectfully requests that the Commission affirm that the City has properly

calculated the refunds owed to Petitioners and that the Commission deny any relief requested by

Petitioners in Petitioners' Response to City's Proof of Refund.

Respectfully submitted,

l

Anne L. Morgan,
City Attorney
Meghan Riley,
Litigation Division Chief
Andrea D. Rose,
Assistant City Attorney
State Bar No. 24081615
D. Clark Cornwell,
Assistant City Attorney
State Bar No. 00796406
City of Austin Law Department
P.O. Box 1088
Austin, TX 78767-1088

ATTORNEYS FOR THE CITY OF
AUSTIN
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing document has been served

via hand delivery, facsimile, electronic mail, overnight mail, US mail and/or Certified Mail

Return Receipt Requested on all parties on this 6th day of July, 2016.

For the Public Utility Commission:
1701 N. Congress Avenue, 7th Floor
PO Box 13326
Austin, Texas 78711-3326

For the PUC Staff:
Mr. Sam Chang, Attorney-Legal
Division
Public Utility Commission of Texas
1701 N. Congress Avenue
PO Box 13326
Austin, Texas 78711-3326
Phone: 512-936-7261
Fax: 512-936-7268
sam.chang@i)uc.texas.gov

For Petitioners:
Mr. Randall B. Wilburn, Attorney at Law
Gilbert Wilburn, PLLC
7000 N. MoPac Expwy, Suite 200
Austin, Texas 78731
Phone: 512-535-1661
Fax: 512-535-1678
rbw@gwtxlaw.com

Mr. John Carlton, Attorney at Law
The Carlton Law Firm, P.L.L.C.
2705 Bee Cave Road, Suite 200
Austin, Texas 78746
Phone: 512-614-0901
Fax: 512-900-2855
john@carltonlawaustin.com

Andrea D. Rose
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