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BEFORE THE STATE OFFICE"
OF

ADMINISTRATIVE HEARINGS

MONARCH UTILITIES I, L.P.’S RESPONSES TO
COMMISSION STAFE’S FIFTH REQUEST FOR INFORMATION

To:  Commission Staff, by and through its attorney of record, Sam Chang, Public Utility
Commission of Texas, Legal Division, 1701 North Congress Avenue, Austin, Texas

78711-3326.

Monarch Utilities 1, L.P. (“Monarch”) files its Responses to Public Utility Commission

(“Commission”) Staff’s Fifth Requests for Information received April 11 2016. This response is

timely filed. This response may be treated by all parties as if it were filed under oath.

Respectfully submitted,

LLOYD, GOSSELINK,
ROCHELLE & TOWNSEND, P.C.

816 Congress Avenue, Suite 1900.

Austin, Texas 78701

Telephone:

Facsimile:

I IS

(512) 322-5800
(512) 472-0532

LAMBETH TOWNSEND
State Bar No. 20167500
Itownsend@lglawfirm.com

GEORGIA N. CRUMP
State Bar No. 05185500
gerump@lglawfirm.com

WILLIAM A. FAULK, III
State Bar No. 24075674
cfaulk@lglawfirm.com

ATTORNEYS FOR MONARCH UTILITIES I, LP




CERTIFICATE OF SERVICE

I hereby certify that on this 22nd day of April, 2016, a true and correct copy of the

foregoing document has been hand-delivered., sent via facsimile, e-mail, or first class mail to all
parties of record.

3176/18/7076960
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-2:

RESPONSE:

Prepared by:
Sponsored by:

In reference to WP/ II-A.3.6 — Prepayments, Witness: Carmelita
Bordelon-Taylor, please provide copy of subsidiary ledgers with
company account numbers for the prepayments, copy of
invoices/receipts supporting the prepayments, explain briefly the
nature of these accounts, and how many years or months were these
amortized and the amount of monthly amortization, as follows:

TCEQ Water System/Assessment Fees;
NAWC dues;

Barton Springs — Water Use Fees;
Brazos River Authority; and

Barton Springs — Water Transport Fees

4

The requested documents are voluminous and are available at the offices
of Monarch's attorneys, Lloyd Gosselink Rochelle & Townsend, P.C.,
located at 816 Congress Avenue, Suite 1900, Austin, Texas 78701.

Patricia DeMay
Carmelitha Bordelon-Taylor




PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-3: In reference to WP/II-B-8 — Prepayments, please identify the account,
account page, and line number in the rate application in which the
amortization of the prepayments (expense) and the unamortized
balance of prepayments (asset) are included.

RESPONSE: Expense:
Accounts 610 and 675
Schedule II-A-1
Lines § and 22

Asset:
Account 162
Schedule II-A-3

Line 24
Prepared by: Patricia DeMay
Sponsored by: Carmelitha Bordelon-Taylor




PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873. WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-5: Please provide list of businesses affiliated with Parent/SouthWest
other than SWWC Utilities, Suburban Water Systems and Monarch
and an explanation of the type of business.

RESPONSE: See Schedule IV-3 in the rate application.

Entity Nature

New Mexico Utilities, | No Operations
Inc.

Texas Water Services | No Operations
Group, LLC

TWC Utility No Operations
Company, LLC

North County Water | Sewer Utility —
Reclamation, Inc Alabama

Metro-H20 Utilities, | No Operations

Inc.
Metro-H20, Ltd Wholesale water
supplier
Prepared by: Bruce Connolly
Sponsored by: Chuck Profilet
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-6:
RESPONSE:

Prepared by:
Sponsored by:

Please provide the Organizational Chart for the Parent/SouthWest.

See Schedule IV-3 in the rate application.

Bruce Connolly
Chuck Profilet




PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-7: Please provide the number of full-time and part-time employees that
worked for the Parent/SouthWest for the test year.

RESPONSE: Parent/SouthWest full-time employees reached 43 during the test year.
There were no part-time employees.

Prepared by: Kent Cauley
Sponsored by: Robert Kelly




PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-9: Please provide copy of general ledger for the pa Parent/SouthWest for
the test year ending June 30, 2015.

RESPONSE: The requested classified documents are voluminous and are available at
the offices of Monarch's attorneys, Lloyd Gosselink Rochelle &
Townsend, P.C., located at 816 Congress Avenue, Suite 1900, Austin,

Texas 78701.
Prepared by: Carmelitha Bordelon-Taylor
Sponsored by: Carmelitha Bordelon-Taylor




PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-11:

RESPONSE:

Prepared by:
Sponsored by:

For the years 2014 and 2015, please provide copies of the complete
audited financial statements including auditor’s reports and all notes
for Parent/SouthWest. If audited financial statements are not
available, provide the unaudited financial statements.

See Confidential Attachment Staff 5-11 for the 2014 SouthWest Water
Company audited financial statements including auditor’s reports and all
notes. The 2015 audited financial statements have not been finalized. This
response will be supplemented upon the completion of the 2015 audited
financial statements.

Kent Cauley
Carmelitha Bordelon-Taylor




DOCKET NO. 45570
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-12:

RESPONSE:

Prepared by:
Sponsored by:

Please provide the 2015 Corporate Allocation Factor (CAF) for
Parent/SouthWest and all related calculations. If 2015 CAF in not
available, please provide the most recent financial information used to
calculate the CAF.

See Schedule IV-4.1 for the Cost Allocation Manual which includes the
2015 cost allocation factors and calculations for Parent/SouthWest,

Kent Cauley
Robert Kelly

10
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PUC DOCKET NO. 45570

SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-14;

RESPONSE:

Prepared by:
Sponsored by:

Reference direct testimony of Mr. Robert Kelly:

a.

Please provide list of shareholders and/or owners of the
applicant who benefited from the gain from Blue Mound asset
sale of $3,843,970 and Midway asset sale of $917,017. Please
provide the amount of gain allocated to each shareholder; and
Please provide all the accounting journal entries made to
record the sale of Blue Mound and Midway and identify what
entity(s) recorded the entry.

SW Merger Acquisition Corporation, which is privately held and
the sole shareholder of SouthWest Water Company, received
100% of the after tax gain of $3,086,585.

The requested documents are voluminous and are available at the
offices of Monarch's attorneys, Lloyd Gosselink Rochelle &
Townsend, P.C., located at 816 Congress Avenue, Suite 1900,
Austin, Texas 78701.

Robert Kelly and Carmelitha Bordelon-Taylor
Robert Kelly

11
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-15:

RESPONSE:

Prepared by:
Sponsored by:

Please identify/provide list of all assets and costs of service incurred
by the Cities of Buda, Ivanhoe, and Kyle that were included in this
rate change application.

All Monarch assets and cost of service were included in this application.
No assets related to the cities of Buda, Ivanhoe, or Kyle have been
excluded. In addition, we have made pro-forma adjustments for additional
revenue for Buda, Ivanhoe, and Kyle as though they were subject to the
rate increase.

Carmelitha Bordelon-Taylor
Carmelitha Bordelon-Taylor

12
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-16:

RESPONSE:

Prepared by:
Sponsored by:

Please indicate what operating costs or other costs, by dollar amount
and NARUC/company account number were reduced by the applicant
due to the sale of Blue Mound and Midway assets and related
certificate of convenience and necessity.

Please see Attachment Staff 5-16.

Carmelitha Bordelon-Taylor
Carmelitha Bordelon-Taylor
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-19;

RESPONSE:

Prepared by:
Sponsored by:

Please explain why the sale of Blue Mound and Midway assets should
not be shared with the customers of the applicant.

See Direct Testimony of Robert Kelly, page 5, line 8 through Page 135, line
16.

Robert Kelly
Robert Kelly

14
17




PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-20:

RESPONSE:

Prepared by:
Sponsored by:

Please provide the amount of the 1% Regulator Assessment Fee
(RAF) paid to TCEQ for 2012, 2013, 2014, and 2015. Please identify
to which account in the rate change application is the RAF classified
or recorded.

The RAF is recorded to Account 241,

2012 - $230,052
2013 - $234,720
2014 - $253,880
2015 - $263,181

Patricia DeMay
Carmelitha Bordelon-Taylor
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873. WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-21:

RESPONSE:

Prepared by:
Sponsored by:

Please provide the dollar amount of any costs that are included in any
pass-through provision of the applicant’s approved and proposed
tariff that are also included in the applicant’s cost of service.

No costs are currently included in any pass-through provisions.

George Freitag
George Freitag

16
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-22:

RESPONSE:

Prepared by:
Sponsored by:

Please provide one sample bill for each system included in this rate
change application.

The requested documents are voluminous and are available at the offices
of Monarch's attorneys, Lloyd Gosselink Rochelle & Townsend, P.C.,
located at 816 Congress Avenue, Suite 1900, Austin, Texas 78701.

Melissa Helton
George Freitag
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RF15-23:  Please identify which of the water and/or sewer utility systems that
each pass-through provision on the applicant’s approved and
proposed tariff. Please provide also the name of the entity whose
expenses are included in the pass-through provision and the dollar
amount per 1,000 gallons that is currently charged to the applicant’s
customers for each pass-through provision in the approved and
proposed tariff.

RESPONSE: The pass through provisions will apply uniformly to all Monarch systems.
No costs are currently included in the pass-through provision and no
charges are currently made to customers under a pass-through provision.

Prepared by: George Freitag
Sponsored by: George Freitag

18
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-24:

RESPONSE:

Prepared by:
Sponsored by:

Please provide a copy of the contract with PriceWaterhouseCoopers,
LLP; schedule of payments made for 2014 and 2015; copies of
invoices/receipts of all payments made; and identify the specific
locations in the rate change application of each expense for which
PriceWaterhouseCoopers, LLP payments are claimed in the cost of
service,

See Confidential Attachment Staff 5-24 — PWC Engagement Letter and
Confidential Attachment Staff 5-24 — Schedule of Payments and Invoices
in response to this request.

Kent Cauley
Carmelitha Bordelon-Taylor

19
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STAFF RFI 5-25:

RESPONSE:

Prepared by:
Sponsored by:

PUC DOCKET NO. 45570

SOAH DOCKET NO. 473-16-2873.WS
MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

Reference WP/II-D-4 (SH) - Summary of Qutside Services Employed,
please provide brief explanation of the expense, copies of contracts,
and invoices/receipts for the following expense/accounts:

1.
2.
3.

1&2.

Cybersource — Bank Charges of $129,293;

Cybersourcesource — Bank Charges of $11,091; and

Resource Staffing Houston Inc. — Temporary Labor of
$128,750.

Cybersource fees are paid monthly, they vary in amounts each
month depending on the number of transactions for that month.
These fees are deducted from our bank account automatically.

See Attachments:
Confidential Attachment Staff 5-25a- Cybersource Contract

Confidential Attachment Staff 5-25b- Cybersource Contract
Addendum

Confidential Attachment Staff 5-25c- Cybersource payment
support

The $128,750, relates to PricewaterhouseCoopers (PwC) not
Resource Staffing Houston Inc. Please see RFI Staff 5-24 for the
2015 PwC contract.

Ariana Rodriguez
Carmelitha Bordelon-Taylor

20
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI5-27:  Please provide a copy of the aging of receivables for the test year and
the corresponding year prior to the test year.

RESPONSE: Please see Attachment Staff 5-27.
Prepared by: Melisa Zaldivar
Sponsored by: Carmelitha Bordelon-Taylor

21
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873. WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-28:  Please provide copies of invoices/receipts and schedule of all federal
and state taxes paid for years 2013, 2014, and 2015,

RESPONSE: See Confidential Attachment Staff 5-28 Federal & State Income Taxes
Paid.

Prepared by: Victoria Mlcak

Sponsored by: Carmelitha Bordelon-Taylor
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI 5-29:

RESPONSE:

In reference II-A-1, please provide copies of invoices/receipts and
schedule of all Taxes Other than Federal Income Tax claimed in this
application for water and sewer in the amount of $956,862.

Medicare, FICA, Federal Unemployment, & State Unemployment taxes
are calculated and paid in accordance with federal and state laws. These
amounts are paid to their respective authorities at the end of every pay
period and payroll tax returns are filed when due. There are no invoices or
receipts for these payments.

Property taxes are assessed annually, so the amount included in the test
year includes the following:

Property tax expense accrued Jul 14 — Dec 15 283,214
Property tax expense accrued Jan 15— Jun 15 270,008
Proforma adjustment to exclude 50% of property tax true-up for (16,830)
FY2014 booked in December 2014

K&M Adj. to remove Blue Mound & Midway property tax expense (23,015)
Total 513,376

Please see Staff RFI 2-63 for copies of 2014 and 2015 property tax
invoices.

TCEQ individual invoices are not available for the test year in relation to
the specific amounts listed. Only full year invoices can be provided due to
the fact that the Texas Commission on Environmental Quality only issues
calendar year invoices. The annual invoices are amortized over the
calendar year. The table below provides the amounts recorded for the test
year. Refer to RFI Attachment 2-70 for TCEQ Invoices.
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MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

Prepared by:
Sponsored by:

PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

Fiscal year/period Amount
2014/07 5,489.56
2014/08 5,489.56
2014/09 5,488.56
2014/10 5,488.56
2014/11 5,489.56
2014/12 5,491.60
2015/01 5,622.10
2015/02 5,707.88
2015/03 5,707.88
2015/04 5,376.98
2015/05 5,603.71
2015/06 5,603.71

Please see Staff RF12-70 for copies of Texas Gross Receipts Tax Reports.

Victoria Mlcak, Melisa Zaldivar, Kent Cauley
Carmelitha Bordelon-Taylor
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873.WS

MONARCH’S RESPONSES TO STAFF’S FIFTH REQUESTS FOR INFORMATION

STAFF RFI5-30:  In reference II-A-1, please provide a schedule or breakdown of the
Miscellaneous Expenses claimed in this rate application amounting to

$267,014.

RESPONSE:
Expense Category Shared
Tapping Expense 2,125.00
Travel - Lodging 9,613.03
Meals & Entertainment (50% Deductible) 4,987.20
Meals - On Premise 1,462.76
Travel - Transportation 1,568.45
Mileage Reimbursement 6,584.03
Travel - Other 20,763.69
Dues & Subscriptions 27,314.54
Late Fees 117.50
Licenses & Fees 4,630.50
Other Operating Expenses {400.28)
Dividend income 56,664.78
Total 135,431.20

Prepared by: Carmelitha Bordelon-Taylor

Sponsored by: Carmelitha Bordelon-Taylor
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84%
84%
84%
84%
84%
84%
84%
84%
84%
84%
84%
84%

Allocated
from Shared

1,785.00
8,074.95
4,189.25
1,228.72
1,317.50
5,530.59
17,441.50
22,944.21
98.70
3,889.62
{336.24)
47,588.42
113,762.21

Water
18,196.74
19.92

310.50
450.00
4,965.10
139.73
9,794.45
119,375.18

153,251.62

Grand Total
19,981.74
8,074.95
4,209.17
1,228.72
1,317.50
5,841.09
17,891.50
27,909.31
238.43
13,684.07
119,038.94
47,598.42
267,013.83
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