VII. MODELING RESULTS

In general the water distribution piping system can provide 1000 gpm of fire flow north
of the Elementary School. However the elevated storage tank does not have enough
capacity to maintain fire flow to the water system for a two hour fire duration even with
the pumps operating at the Bell and Fagan Pump Stations.

In the areas south of the School the system cannot necessarily meet the fire flow criteria
without some pipe improvements. A case in point is the unlooped 6 inch line that serves
the Cantrell-Sampson Road area.

There are also some pipes in the system that have substantial head losses with the flow
requirements that are needed. The most obvious line is the long pump discharge line from
the Fagan PS to the system. This line is 6 inches in diameter and provides from the Fagan
Wells a substantial part of the water demands for the approximate 700 connections.
Another such line is the suction line for the Bell high service pumps.
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VIII. SYSTEM IMPROVEMENTS

The proposed system improvements are shown in the attached sketch. They are structured
to meet the water distribution flow requirements. The TCEQ needed improvements were
added to the model and other improvements were evaluated and tested in the model as the
simulations proceeded throughout the water system. The primary goal is to provide 20 psi
pressure with no high service pumps in operation. This is a condition that is expected if a
fire demand occurred during normal operations. The high service pumps are controlled
by the level in the elevated tank. The operators indicated that the pumps operate within in
arange of 2 feet and that the shut off level is about 6 feet below the overflow point on the
elevated tank.

It is recommended that the Utility undertake a maintenance program which will include
exercising the gate valves in the system to insure they are all operational. Valves that do
not function should be replaces.

In summary the system can maintain 20 psi pressure under 1,000 gpm fire flow
conditions after the improvements are completed. Contour graphs are shown in Appendix
G. The areas under 20 psi are the suction side of the, pumps and ground storage tanks if
they appear in the graphs.
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CivilSolutions Inc

Surveyors Engineers Planners

Opinion of
Probable Cost
Project: Blue Mound Water System Project No.:
Owner:  Monarch Utilities |, L.P. Prepared By:
Subject: Water Facilities Date: 711412010
Item Description Quantity Unit Unit Price Amount
Improvements at Bell Ave. Supply Plant
1 Replace existing 6" with 12" 75.00 L.F. 65.00 4,875
2 Replace existing 2" with 4" 5§5.00 L.F. 20.00 1,100
3 Replace existing 6" in Bell with 8" 60.00 L.F. 32.00 1,920
Replace 2" with 6" in Globe (Blue Mound to Waggoman)
1 Replace 2" line with 6" 1,046.00 L.F. 30.00 31,380
2 Driveway Repair 10.00 Ea. 250.00 2,500
3 6" Gate Valves 2.00 Ea 475.00 850
4 Change Over Services 1.00 Ea. 400.00 400
Repalce 2" with 6" Glenn (Waggoman to Glove)
1 Replace 2" line with 6" 1,000.00 L.F. 30.00 30,000
2 Driveway Repair 9.00 Ea. 250.00 2,250
3 6" Gate Valve 2.00 Ea 475.00 950
4 Change Over Services 9.00 Ea. 400.00 3,600
Replace 2" with 6" in Glenn (Blue Mound to Waggoman)
1 Replace 2" with 6" Water Line 1,430.00 L.F. 30.00 42,900
2 Driveway Repair 16.00 Ea. 250.00 4,000
3 6" Gate Valve 200 Ea 475.00 950
4 Change Over Services 16.00 Ea. 400.00 6,400
Replace 2" with 6" Fagan (Waggoman to Globe)
1 Replace 2" with 8" 1,430.00 L.F. 45.00 64,350
2 Driveway Repair 1900 Ea. 250.00 4,750
3 8" Gate Valve 2.00 Ea. 625.00 1,250
4 Change Over Services 19.00 Ea. 400.00 7,600
Repalce 2" with 8" Fagan (Blue Mound to Waggoman)
1 Replace 2" with 8" 1,370.00 L.F. 45.00 61,650
2 Driveway Repair 19.00 Ea. 250.00 4,750
3 8" Gate Valve 200 Ea. 625.00 1,250
4 Change Over Services 19.00 Ea. 400.00 7,600
Repair/Replace Fire Hyrdrants 5.00 Ea. 4,500.00 22,500

P.O Box 100247
Fort Worth, Texas 76185

817-423-0060
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CivilSolutions Inc
Surveyors Engineers Planners

Opinion of
Probable Cost
Project: Blue Mound Water System Project No:  10-007
Owner: Monarch Utilities I, L.P. Prepared By: bb
Subject: Water Facilities Date; 7/14/2010
ltem Description Quantity Unit Unit Price Amount
Blue Mound Road from Independence to Cantrell Sampson
1 8" Water Line 800.00 L.F. 40.00 32,000
2 Creek Crossing 100 L.S. 35,000.00 35,000
3 8" Gate Valve 4 Ea. 625 2,500
4 Driveway Repair 4.00 Ea. 250.00 1,000
5 Repari/Replace Fire Hydrant 3.00 Ea. 4,500.00 13,500
Cantrell Sampson Blue Mound Road to Second Fire Hydrant
1 8" Water Line 1,625.00 L.F. 40.00 65,000
2 8" Gate Valve 200 Ea. 625.00 1,250
3 Repair/Replace Fire Hydrant 6.00 Ea. 4,500.00 27,000
Elevated Storage Tank at Fagan Drive Plant
1 150,000 Gallon Elevated Storage Tank 1.00 Ea. 485,000.00 485,000
2 Yard Piping 1.00 Ea. 25,000.00 25,000
3 Controls 1.00 LS. 35,000.00 35,000
Sub-Total $ 948,125
Contingencies 94,813
Engineering 62,576
Other*
Total $ 1,105,514

P.O. Box 100247

Fort Worth, Texas 76185

817-423-0060
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IX. OTHER OBSERVATIONS
During the course of this analysis we developed a few thoughts and observations:

1. The water system is basically a compact looped 6 inch water system with a few
undersized pipes.

2. The need for 1,000 gpm fire flow is based on our field observations and applying
the ISO fire flow criteria. A 1,000 gpm fire flow is generally the upper limit of
flow that a looped 6 inch water system can meet. In some locations depending on
the proximity of elevated storage or pumping facilities the fire flow could be
stretched to 1,300 gpm. To provide a 1,500 gpm fire flow the system will require
major improvements.

3. Our observations do not cover the commercial/industrial areas. In any case the
fire flow limitations that may exist in these areas are generally covered by a risk
premium that the property insurer applies.

4. There are some closed or partially closed valves in the system. The system needs
to be checked and these valves need to be identified. Some may need to be
replaced.

5. Before repainting the fire hydrants, they should be operated and flushed. Actual
flow test should be completed on approximately 25% to 30% of the fire hydrants.
They should be selected randomly.

6. ISO rating scores and criteria for a fire service area are complex evaluations. The
evaluation, besides the water distribution system criteria, includes criteria and
standards for the fire department and the fire communications. The water system
criteria are 40% of the service area evaluation. In some instances the lowest rating
portion of the triad of criteria can drag the whole system down to the lowest
common denominator. In other words lack of the proper firefighting equipment or
training can drag down the overall system rating even though the water system is
rated high. The converse is also true.

7. The capacity of the elevated tank is basically too small. If a new elevated tank is
constructed, some thought should be given to building it at the Fagan site. The
elevation difference between Fagan and the Bell site will need to be addressed
before designing the tank.
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X.

COMMENTS ON ISO RATINGS FOR THE CITY OF BLUE MOUND
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SOAH DOCKET NO. 473-16-2873. WS
PUC DOCKET NO. 45570

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

STAFF RFINO. 16-5.  Refer to Monarch Utilities’ response to OPUC RFI 2-3c: “No changes

RESPONSE

Prepared by:
Sponsored by:

in staffing resulted from the sales of Blue Mound and Midway.”

List each individual Monarch Utilities employee who provided services for the
Blue Mound and Midways systems.

Provide the percentage of time, annually, spent on the Blue Mound and Midway
systems during the most current full year that Blue Mound and Midway systems
were owned and operated by Monarch Utilities. Specify the year used.

Refer to your response to Staff RFI No. 16-5(b), provide the dollar amount of
salaries and benefits for each employee related to the Blue Mound and Midway
systems.

Explain why staffing costs did not change after the Blue Mound and Midway
systems were sold.

The employees who provided services to the Blue Mound and Midway
systems would have been drawn from a pool of operations personnel located
in the Benbrook and Pottsboro Ops Shared Field Offices (see SWWC Cost
Allocation Manual for explanation of Shared Field Offices).

Time is recorded by system for specific service orders (expense and capital
items); however, time spent on general tasks (e.g. maintenance, inspections,
and facility checks) are not recorded by water/wastewater system (see SWWC
Cost Allocation Manual).

See Confidential Staff Attachment 16-5.c.
Staffing costs did not change after the Blue Mound and Midway systems were

sold because these systems are just a fraction of the total operations in the
Benbrook and Pottsboro operations areas.

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

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

STAFF RFINO. 16-5.  Refer to Monarch Utilities’ response to OPUC RFI 2-3c¢: “No changes

RESPONSE

Prepared by:
Sponsored by:

in staffing resulted from the sales of Blue Mound and Midway.”

List each individual Monarch Utilities employee who provided services for the
Blue Mound and Midways systems.

Provide the percentage of time, annually, spent on the Blue Mound and Midway
systems during the most current full year that Blue Mound and Midway systems
were owned and operated by Monarch Utilities. Specify the year used.

Refer to your response to Staff RFI No. 16-5(b), provide the dollar amount of
salaries and benefits for each employee related to the Blue Mound and Midway
systems.

Explain why staffing costs did not change after the Blue Mound and Midway
systems were sold.

The employees who provided services to the Blue Mound and Midway
systems would have been drawn from a pool of operations personnel located
in the Benbrook and Pottsboro Ops Shared Field Offices (see SWWC Cost
Allocation Manual for explanation of Shared Field Offices).

Time is recorded by system for specific service orders (expense and capital
items); however, time spent on general tasks (e.g. maintenance, inspections,
and facility checks) are not recorded by water/wastewater system (see SWWC
Cost Allocation Manual).

See Confidential Staff Attachment 16-5.c.
Staffing costs did not change after the Blue Mound and Midway systems were

sold because these systems are just a fraction of the total operations in the
Benbrook and Pottsboro operations areas.

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

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

STAFF RFINO. 16-6. Refer to Attachment RLK-2 (“Monarch I, L.P. Revenue Held in

RESPONSE

Prepared by:
Sponsored by:

Abeyance” and Attachment RLK-3 (“Monarch I, L.P. Revenue Held in
Abeyance, excluding Blue Mound”) of the pre-filed direct testimony
of Robert L. Kelly:

Provide all supporting workpapers and source Documents, in native form, used to
create these two attachments.

Reconcile the attachments to Monarch Utilities’ financial statements for each year
presented in Attachment RLK-3.

Admit that Monarch Utilities’ cost of service and revenue requirement have never
been determined by the Public Utility Commission of Texas or any predecessor
agency with rate regulation authority over Monarch Utilities.

Admit that the proper calculation of revenues held in abeyance would be affected
by adjustments made by the regulatory agency to the cost of service in the past in
the event of an evidentiary hearing on the merits.

Provide a copy of any settlement agreement adopted by the Public Utility
Commission of Texas or any predecessor regulatory agency that included
revenues held in abeyance.

See Attachment Staff 16-6 “Monarch Historical Revenue 2005-15.x1sx”.
See also the supplementary documents, included in Errata No. 2,
previously provided with the testimony of Robert L. Kelly, Attachment
RILK-2.

Revenue held in abeyance is not shown on Monarch’s financial
statements for water or wastewater, and neither is Blue Mound revenue.

Admitted.

Admitted, to the extent that the nature of any past adjustments to revenue
held in abeyance would affect future cost of service.

No settlement agreements have been adopted that address revenue held
in abeyance.

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

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

STAFF RFINO. 16-7.  Refer to the pre-filed direct testimony of James I. Warren. Answer the

RESPONSE

a.

Prepared by:
Sponsored by:

following questions for Monarch Utilities and all of its affiliates, if any
affiliates are affected by the transactions discussed:

Provide the specific journal entries for the three adjustments discussed in lines 22-
23, page 9 and lines 1-6, page 10.

Refer to lines 5-6, page 10 (“Finally, the impact was also removed in the
calculation of Monarch’s NOLC, thereby increasing the NOLC.”). Provide all
calculations and workpapers supporting this removal.

Provide an explanation on how the NOLC calculation would be affected if the
regulatory authority had determined rates in the years producing the NOLC and
had disallowed a portion of Monarch Utilities’ expenses as not reasonable and
necessary in providing utility service.

Refer to the discussion of ITC and EDIT on lines 6-17, page 19. Indicate whether
ITC and EDIT were addressed as part of the sales price determination in the
purchase of water assets from Tecon Water Holdings, L.P. in July of 2004. If the
answer is “yes,” provide all supporting Documents.

The adjustments referred to in the pre-filed direct testimony are not actual
“journal entries” in a dual entry accounting system sense. These are not
adjustments to the books of Monarch Utilities. There were adjustments made to
the raw information used to calculate the accelerated tax depreciation component
of accumulated deferred income taxes due to the net operating loss carryforward
to determine the amount as if the New Mexico Utilities condemnation had never
occurred. The information needed to be adjusted to remove any impact of the
deferred gain from the condemnation of New Mexico Utilities as the operating
loss on the tax returns was lower because the tax returns considered the
amortization of the deferred gain on the condemnation of New Mexico Utilities.

See Attachment Staff 16-7 for the calculation demonstrating the removal of the
deferred gain amortization. This schedule calculates the amount of net operating
loss carry forward specifically attributable to excess tax depreciation (see Column
H).

An appropriate portion of the NOLC should be attributed to such disallowed
costs.

Neither ITC nor EDIT were addressed as part of the sales price determination in
the purchase of water assets from Tecon Water Holdings, L. P. in July of 2004.

Chris Aldinger/Robert Kelly/James Warren
James Warren
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